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JOURNAL OF THE SENATE

FIFTY-THIRD DAY
St. Paul, Minnesota, Monday, May 14, 1979

[53RD DAY

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

CALL OF THE SENATE
“Mr, Coleman im osed a call of the Senate. The following Sen-

ators answered to their names:

Anderson Engler Kirchner Olhoft Sikorski
ang Frederick Kleinbaum Penny Spear
Benedict Gearty Knaak Peterson Staples
Bernhagen Gunderson Laufenburger Pillsbury Stokowski
Brataas Hanson Lesgard Purfeerst Strand
Chmielewaki Hughes MecCutcheon Rued Ulland, J.
Coleman Humphrey  Menning Schmitz Willet
Davies Jensen Merriam Setzepfandt
Dunn Johnson Nelson Sjeloff

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 Sillers
Ashbach Gearty Knutson Penny Solon

g Gunderson Laufenburger Perpich Spear
Benedict Hanson Lessard Peterson Staples
Bernhagen Hughes Luther Pillsbury wski
Brataas Humphrey McCutcheon Purfeerst Strand
Chenoweth = Jensen Menning Renneke Stumpf
Chmielewski Johnson Merriam Rued Tennessen
Coleman Keefe, J. Moe Schaaf Ueland, A.
Davies Keefe, S. Nelson Schmitz Ulland, J.
Dieterich Kirchner Nichols Setze¥fandt Vega
Dunn Kleinbaum Ogdahl Sielof Wegener
Engler Knaak Olhoft Sikorski Willet

The President declared a quorum present.

The reading of the Journal was dispensed with and the Jour-
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.

' April 27, 1979
The Honorable Edward J. Gearty
President of the Senate

Dear Sir:
The following a%pointments 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,
Stearns 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, 4141 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
May 10, 1979
The Honorable Edward J. Gearty
President of the Senate
Dear Sir;

1 havq 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. SessionLaws Date Approved Date Filed

No. No. Chapter No. 1979 1979
67 75 May 10 May 10
1214 76 May 10 May 10
1436 77 May 10 May 10
466 78 May 10 May 10
668 79 May 10 May 10
1388 80 May 10 May 10

Sincerely,

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

Retarned May 11, 1979
Mzr. President:

I have the honor to announce the passage by the House of the
following Senate File, AS AMENDED by the House, in which
amengd{nents 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 seil certain buildings at auction; setting con-
ditions for the sale.

Senate File No. 719 is herewith returned to the Senate,
Edward A. Burdick, Chiet 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 its
repassage as amended. The motion prevailed.

8. 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 Staples
Aghbach Gearty Knoll Perpich Stokowski
ng Gunderson-  Knutson Peterson Strand

Benedict Hanson Laufenburger Pillsbury Stumpf
Bernhagen Hughes Lessard Purfeerst Tennessen
Brataas Humphrey Luther Rued Ueland, A.
Chenoweth Jensen Menning Schaaf Dlland, J.
Chmielewski Johnson Merriam Schmitz Vega
Coleman - Keefe, d. Moe Setzepfandt Wegener-
Davies Keefe, S. Nelson Sieloff Willet
Dunn Kirchner Nichols Sikorski

Engler Kleinbaum Olhoft Spear

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 McEachern.

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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Mzr. President:

I have the honor to announce that the House refuses o 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 1c, 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 Senaté 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 adminisiration 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.186, 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. Subd:-
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 hill 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 mazimum
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; changinj income sources and requirements
for owmers 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; allowing use of lump sum distribution tax compu-
tation for certain severance pay; altering the definition of gross
income for income tax purposes for individuals, trusis and estates;
placing restrictions on certain deductions; making certain changes
in the minimum tax and in the treatment of small business cor-
porations; allowing a ten year carryback of products liability
losses; allowing adjustments to basis; 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 dpersonal, depen-
dent and special credits; increasing the standard 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
jointly with the decedent; adjusting homestead exemption for
inheritance 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; providing for the calculation of tax levy
limitations for fovemmental subdivisions; clarifying the taxzable
status of Title 1I 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; ?roviding
for municipal regulation of subdivisions; providing penalties; ap-
propriating money; amending Minnesota Statutes 1978, Sections
270.06; 272.02, Subdivision 1; 273.11; 273.122; 273.13, Subdivi-
gions 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 Statutes 1978, Sections 168.021, Subdivisions 3 and 5,
zlmg bydadding a subdivision; 169.345; and 169.346, Subdivisions

, 2 and 3.

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 168.021, is
amended by adding a subdivision to read:

Subd. 1a. [SCOPE OF PRIVILEGE.] If any phﬁsically handi-
capped person parks a vehicle displaying license plates described
in this section or any person parks such a vehicle while trans-
porting o 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 applz on streets or highways where and at the time
parking is prohibited. The license plates 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:

" Subd. 3. [UNAUTHORIZED USE OF PLATE.] A person 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 handicapped. 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. LDEFINITIONS.] For the purposes of this section, a
“physically handicapped person” is hereby defined as means a
person who has sustained an amputation or suffezed the -
nent loss of use of one log or both legs material disability o} either
or both arms or legs, or who has been otherwise disabled in any
m:lrzner, rendering it difficult and burdensome for the person to
walk.

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

169.345 [PARKING PRIVILEGES FOR PHYSICALLY
HANDICAPPED.] Subdivision 1. [SCOPE OF PRIVILEGE.]
Any physically handicapped person who displays prominently
upon the autemebile vehicle parked by him or under his direction
and for his use, the distinguishing certificate or insignia specified
in this section shall be entitled to courtesy in the parking of sueh
autemebile 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 handicapped 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 employed herein shall inelude means
any person who has sustained an amputation or material disability
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 motor
vehieles division of driver and vehicle services in the department
of public safety shall issue without charge a special identifying
certificate or insignia 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 necessary 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 ez insiznia 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 sueh the
certificate er insignia is being improperly used, they may report to
the meoteor vehieles division of driver and vehicle services in the
department of public safety any suek violation and the commis-
sioner of public safety may, in his discretion, remove the privilege.

I4 is unlawful and punichable as hereinafter provided for any
person whe is not physieally handicapped to oxzercise the privilege
granted a physieally handicapped person under subdivision -

Sec. 5. Minnesota Statutes 1978, Section 169.348, 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 in & manner ren-
dering it diffieult; dangerous or impsscible for the persen o walk;
the persen was operating the vehicle under the direetion of &
persen whe is physieally handicapped in this manner person as
defined in section 169.345, subdivision 2 , or the person was eper-
ating the vehiele while is transporting such a physically handi-
capped persens person ; and

(b) The vehicle visibly displays the certificate or insignia
ficense 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 . The pesting of signs
shall be in accozdanee =ith the state building eode established by
rule of the cemmissicher of adminiziration purcuent to seetien
16.85; when the loeation of the parking spaces on publie or private
lands is within the purdew of the state building eode; and in
aeccordance with the manual on uniferm iraifie conirel deviees
adopted by ths commiscioner of franspertation pursuant e see-
tion 160.06; when the parling spaces are on sitreets and highways-
Spaces which have been clearly identified for handicapped parking
by signs which are not in compliance with the design standards as



53RD DAY] MONDAY, MAY 14, 1979 2001

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. Any persen whe vielales the provisiens of subdivisien 1
shall be fined $10. 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. |EFFECTIVE 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 477A.04, is
amended to read:

477A.04 |ASSESSMENT DISPERSION PENALTY.] Subdi-
vision 1. To encourage the proper assessment of property an
assegsment dispersion penalty shall be imposed on assesstnent 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
pursuant to section 273.052 or Laws 1974, Chapter 435, Article 3,
Section 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 1970 most recent federal
census,

Subd. 2. Beginning in calendar year 1989 1981 and subsequent
years, an assessment district penaity shall be penalized calculated
according to the following schedule:

(a) $1 per capita , not to exceed five percent of the local gov-
ernment aid payment emount for which the assessment district
would otherwise qualify under section 477A.01, if the coefficient of
dispersion in assessments for the preceding year is more than 10
20 percent but less than 12.5 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 477A.01, if the coefficient of
dispersion in assessments for the preceding year is at least 13:56 25
percent but no more than 15 30 percent;

(¢) $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.01, if the coefficient of
dispersion in assessments for the preceding year is greater than 16
30 percent.

Subd. 3. The amount of assessment district penalty resulting
from thic scetion determined according to subdivision 2 shall be
deducted from the local government aid payments fo the assess-
ment district as provided in section 477A.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
477A.01; if no aid or an insufficient amount of aid is provided to
the county pursuant o section 477A.01, 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 Bhnes; eliminating certazin annual payments by
utilities; amending Minnesota Statutes 1978, Section 273.42; re-
pealing Minnesota Statutes 1978, Section 116C.635.

Reports 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 any eity 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 wvalue 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 as provided in section 273-42 to the general
revenue fund of the county. 1t 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 thereio, 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.”



2004 JOURNAL OF THE SENATE [53RD DAY

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:

1273.425] [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 veluation 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 amounit of tax revenue for the local taxing
authorities shall be applied to the value of all taxable property in
the county, including the entire valuction of those transmission
lines. The proceeds of the tex 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 sabstituted
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 camparison with com-
panion Senate Flles reports the following House Files were found
not identical with their companion Senate Files as follows:

SPECIAL ORPERS CONSENT CALENDAR CALENDAR
H.F. No. S5.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 1, after line 10 insert:

“Section 1. Minnesota Statutes 1978, Section 97.50, Subdivision
1, 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 publlc 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 seetien 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-
trate. 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 comnmitted.

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 hefore 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
unlawiul to use a snowmobile or any type of all-terrain vehicle
during the geason 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
is;ued in the same manner as provided in section 98.48, subdivision
12.

Sec. 6. |[EFFECTIVE DATE.] This act is effective the day
following 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, Subdlvwlon 4; and 100.29,
Subdmslons 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 imsert
, 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 dlrectory i

Delete page 1, line 22, to page 2, line 4
Page 2, after line 27, insert

11

“The monitoring or observation of ¢ telephone communication
as authorized by this clause shall be accompanied by a beep or
an electronic tone at 15 second intervals to inform partws of
the interception, unless a party to the communication is 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 Commiitee 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 individual's weekly benefit amount in the
current benefit vear,”

Page 2, line 10, after “Sec. 2.” insert “[EFFECTIVE DATE.]”
Page 2, line 11, delete “and’” and insert “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 recomimends 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 67
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”

Pa’ge 2, kines 30 and 31, delete “this act” and insert “sections 3
to§’ '

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
Ai::;%luzt 1, 1979. Sections 3, 4, 5 and 6 are” and insert “This act
s e”

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 BILLS

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 BILLS

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 Bilf Scheduling of the Committee on
Rules and Administration.

MOTIONS ANP 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-
rel}]t (;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 hill 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 Staples
Ashbach Hanson Luther Renneke Stokowski
Benedict Hughes McCutcheon Rued Ueland, A.
Bernhagen Johnson Menning Schaaf Ulland, J.
Brataas Keefe, J. Moe Schmitz Vega
Chmielewski Kirchner Nelson Setzepfandt Wegener
Dunn Knaak Nichols Sieloff | Willet
Engler Knoll Olhoft Sikorski
Gearty Laufenburger Penny Solon

Those who voted in the negative were:
Davies Merriam Spear Stumpf Tennessen
Keefe, S.

So the bill passed and its title was agreed to.
SPECIA]L ORDER

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 Minnescta 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.] 1n Ramsey eounty; 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 iz 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
successive general elections after the general election following the
redistricting.”

Renumber the sections in sequence
Amend the 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 1974,
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.

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

Those who voted in the affirmative were:

Andergon Gunderson Laufenburger Perpich Spear

ang Hanson Lessard Peterson Stokowski
Benedict Humphrey Luther Pillsbury Strand
Bernhagen Johnson McCutcheon Purfeerst Stumpf
Bratans Keefe, d, Menning Renneke Tennessen
Chenoweth Keefe, S. Merriam Rued Ueland, A.
Chmielewski Kirchner Moe Schaaf Ulland, J.
Davies Kleinbaum Nelson Schmitz Vega

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 gquestion 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 Staples
Hughes McCutcheon Renneke Stokowski

Bernhagen Humphrey Menning Rued Ueland, A.

Chenoweth Johnson Merriam Schaaf Ulland, J.

Chmielewski Keefe,S. Nelson Setzepfandt Vega

Davies Kleinbaum  Nichols Sieloff Wegener

Dunn Knaak Olhoft Sikorski

Engler Knoll Perpich Solon

Gearty Knutson Peterson Spear

Those who voted in the negative were:

Benedict Kirchner Penny Schontz Tennessen

Brataas Laufenburger Plllsbury Strand Willet

Keefe, J. Lessard

So the bill passed and its title was agreed to.

SPECIAL ORDER

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

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 Brataas Davies . Gearty Humphrey
Ashbach Chenoweth Dieterich Gunderson Johnson
Bang Chmielewski Dunn Hanson Keefe, J.

Benedict Cloleman Engler Hughes Keefe, S.
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Kirchner Menning Perpich Setzepfandt Tennessen
Kleinbaum  Merriam Peterson Sielo Ueland, A.
Knaak Moe Pillsbury Sikorski Ulland, J.
Knoll Nelson Purfeerst Solon Vega
Knutson Nichols Rennecke Spear Wegener
Lessard Oﬁ;d:hl Rued Staples Willet
Luther Olhoft Schaaf Stokowski

MecCutcheor Penny Schmitz Strand

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. McCutcheon 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 Ezgler Knoll Peterson Staples

Ashbach rty Laufenburger Pillsbury Stokowski
Bang Gunderson Lessard Purfeerst Strand
Benedict Hanson Luather Renneke Stumpf
Bernhagen Hughes McCutcheon Rued Tennessen
Brataas Humphrey Menning Schaat Ueland, A.
Chenoweth  Jensen Merrviam Schmitz Ulland, d.
Chmielewski Johnson oe Setzepfandt Vega
Coleman Keefe, J. Nelson Sieloff Wegener
Davies Keefe, S, Ogdahl Sikorski Willet
Dieterich Kirchner Penny Solon

Dunn Knaak Perpich Spear

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

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

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 Keefe, J.
Bang Dieterich Engler Jensen Keefe, S.
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Kirchner Ogdahi Renneke Sillers Ueland, A.
Knaak Perpich Sieloff Spear Ulland, J.
Luther Pillsbury

Those who voted in the negative were:
Anderson Humphrey Merriam Rued Strand
Bernhagen Johnson Moe Schaaf Stumpf
Coleman Kleinbaum Nelson Schmitz Tennessen
Davies Knoll Nichols Setzepfandt Vega '
Gearty Laufenburger Olhoft Sikorski Wegener
Gunderson Lessard Penny Solon Willet
Hanson McCutcheon Peterson Staples
Hughes Menning Purfeerst Stokowski

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 Strand
Benedict Hughes McCutcheon Rued Stumpf
Bernhagen Humphrey Merriam Schaaf Tennessen
Chmielewski Johnson Moe Schmitz Vega
Coleman Kirchner Nelson Setzepfandt Wegener
Davies Kleinbaum Nichols Sikoraki Wiljet
Dieterich Knaak Qlhoft Sillers
Dunn Knoll Penny Solon
Gearty Laufenburger Peterson Staples
Gunderson Lessard Pillsbury Stokowski

Those who voted in the negative were:
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
8. F. No. 1010. The following Senators answered to their names:

Anderson Gearty Knoll Peterson Stokowski
Ashbach Gunderson Laufenburger Pillsbury Strand
Bang Hanson Luther Purfeerst Stumpf
Benedict Hughes McCutcheon Renneke Tennessen
Bernhagen Humphrey Merriam Rued Ueland, A.
Chmielewski Jensen Moe Schmitz Hlland, J.
Coleman Johnson Nelson Setzepfandt Vega
Davies Keefe, J. Nichols Sieloff Wegener
Dieterich Keefe, S. Qgdahl Sikorski Willet
Dunn Kirchner Olhoft Sillers

Engler Kleinbaum Penny Solon

Frederick Knaak Perpich Spear

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

Mr. Lither 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 gquestion 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 Strand
Benedict Hanson Menning Schmitz Stumpf
Chenoweth Hughes Merriam Setzepfandt Tennessen
Chmielewski Humphrey Moe Sieloff Ulland, J.
Coleman Johnson Nelson Sikorski Vega
Dieterich Keefe, J. Nichols Solon Willet
Engler Keefe, S. Olhoft Spear
Frederick Knaak Penny Staples
Gearty Knoll Peterson Stokowski

Those who voted in the negative were:
Ashbach Jensen Ogdah! Renneke Wegener
Bernhagen Kirchner Perpich Rued
Davies Laufenburger Pillsbury Sillers
Dunn Lessard Purfeerst Ueland, A.

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 veas 36 and nays 24, as
follows:

Those who voted in the affirmative were:

Anderson Hanson Menning Schaaf Strand
Benedict Hughes Merriam Setzepfandt  Stumpf
Chenoweth Humphrey Moe Sieloff Ulland, J.
Chmielewski Johnson Nelson Sikorski Vega
Coleman Keefe, d. Nichols Solon

Dieterich Keefe, S. Olhoft Spear

Gearty Knoll Penny Staples

Gunderson Luther Peterson Stokowski

Those who voted in the negative were:

Bang Frederick Lessard Purfeerst Tennessen
Bernhagen Kirchner MeCutcheon Renneke Ueland, A.
Davies Kleinbaum Ogdahl Rued Wegener
Dunn Knaak Perpich Schmitz Willet
Engler Laufenburger Pillsbury Sillers

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.] Ezcept 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 srofits derived from every kind ofp 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
gpecified 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.

(ifi) 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 aftey December 31, 1974.

(v) The Internal Revenue Code of 1954, as amended through
December 31, 1976, including the amendmenis 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) end 220(c) (4)
(extending the time for which e taxpayer is deemed to have made
a contribution to an individual retirement account for the taxable
year) by section 157(a) of P.L. 95-600 shall be effective for tax-
able years beginning after December 31, 1977.

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
frso; federal income taxes under the Internal Revenue Code of
1954;

(2) Interest income on obligations of any authority, commis-
gion, 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) 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 tazable year.

The overpadyment 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 47 of the Internal Revenue Code of 1954,
as amended through December 31, 19786, 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) Ezxpenses and losses arising from a farm which are not allow-
able 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 taxpayer's fed-
eral adjusted gross income for the taxable year, logses 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;

(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 Internal 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 instrutnentalities;

(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 includ-
ible 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 61{ 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 transac-
tions which are assignable to Minnesota under the provisions
of sections 290.17 to 290.20, including any capital loss or net
;)perating loss carryforwards or carrybacks resulting from such
osses;

(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
2904, 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 hability;

(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
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 $+:200 $10,000 less the sum
taxaeble year; and €¢) the amount by which the individual's fed-
eral adjusted gross income exceeds $13,;0008 $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 $7.200 less the sum of soeial
$10,000 ; this subtraction shall not be reduced by the amount
of the individual’'s federal adjusted gross income in excess of

$13,000 $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 taypayer 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 1974 or later; and

(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 1, 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 adjusted 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
(i) 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 aend 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 .

(¢) 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 220.972 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 290972 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 bhasis 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, 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
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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 Amountis allowable under section 291.07, subdivision
1(2) in computing Minnesota inheritance tax hablhty ghall not be
allowed as a deduction in computing the tazable 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 uctions allowed
under section 280.077 (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 commisszioner,

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

Subd. 3. “Dependent” means an individual d?endent upon and
receiving his chief support from the claimant, ayments for sup-
port of minor children as provided in seetion 200.8%2;

under a temporary or final decree of dissolution or legal separa
tion , shall be considered as payments by the claimant for the %131:
port of a dependent. For the purposes of section 290.06, su
vision 3d, a slzz use 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] Notmthstandmg the
provisions of subdivision 3a for taxable years which g
December 31, 38%7 1978 and before January 1, 1980,
dueunder#hea#te;geeembeg%m the taxes due under the
computation in accordance with section 290.06 shaill be credited
with the following amounts:

(1) In the case of an unmarried individual ; and; exeept as
provided in 6; in the case of the estate of a decedent,
$40 65 , and in the case of a trust, $5;

(2) In the case of a married individual, living with husband er
wife; and in the ease of a head of a household; $80 a spouse, $130.
If such husband and wife make the spouses file separate , com-
bined or joint returns the personal exemption credits may be taken
by either or divided between them;

(3) In the case of an individual, $40 $65 for each person (other
than hushand er 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. In the
ease of the head of a houschold; a eredit for one dependent shall be
disallewed: A payment to a divorced or separated wife spouse ,
other than a payment of the kind referred {o in section 290.072;
subdivision 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 husbard other spouse for the support
of any dependent. :

(4) (a) In the case of an unmarried individual who has attained
;%2 age of 65 before the close of his taxable year, an additional $20

(b) In the case of an unmarried individual who is blind at the
close of the taxable year, an additional $30 $65 ;

{c) In the case of a married individual, living with husband e»
wife a spouse, an additional $26 $65 for each spouse who has
attained the age of 65 before the close of the individual’s taxable
year, and an additional $26 $65 for each spouse who is blind at
the close of the individual’s taxable year. If such husband and wife
make separate , 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 taxpaver;

{¢) For the purposes of sub-paragraphs (b) and, (c) end (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 $20 $65.

) (g) In the case of a married individual, an additional $20
$65 for each spouse who is deaf at the close of the taxable year. If
the husband and wife meke spouses file separate , combined or
joint returns, these credits may be taken by either or divided
between them.

48> (h) In the case of an individual, an additional $36 $65 for
each person (other than a spouse) who is deaf and dependent
upon and receiving his chief support from the taxpayer.

4h) (i) For the purposes of subparagraphs {e); (f) and , (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) {a) If an unmarried individual quelifies for twe or more
and &4) {e); the total amount of his eredit chall be inereased by
$10 for each additional eredit in exeess of one:
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) If a married individual qualifies for more than ene addi-
tional credit for either spouze under the provisiens of elauses (4)
{e) and (4) £ the total amount of his eredit shall be inereased
by $10 for cach additionel eredit in excess of ene per spouse:

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

(&) 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 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
:nl! sogrces, and in any event a minimum credit of $5 shall be

owed.

Sec. 4. Minnesota Statutes 1978, Section 290.08, 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 in accordance with section
290,06 shall be credited with the following amounts:

(1} 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,
8174, 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 attoined
the age of 65 before the close of his taxable vear, 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-
tg;n.s, 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), (¢) 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 deof 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, en 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 overage 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

(¢} 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 ¢ quadriplegic at the close
of the taxable year.

(6) In the case of an insurance company, it sholl 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 adjusted 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-
creese 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 amount, 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, 3¢, 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 $4,800 $5,500 or
less;

(b) A claimant with one dependent, with an income of $5,800
37,000 or less;

{c) A claimant with two dependents, with an income of $6.900
$8,000 or less;

(d) A claimant with three dependents, with an income of $%,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 811,000 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
?ubdivision. All claimants shall submit their returns on these
orms.

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 and is not employed
outside of the home. A taxpayer would qualify for the credit if

(a) he has a child 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 tax 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.

toSec.dS. Minnesota Statutes 1978, Section 290.081, is amended
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 tax imposed by the state of his residence;
provided that such state allows a similar exclusion of compen-
sgtion received by residents of Minnesota for services performed
therein, or

(b} Whenever a nonresident taxpayer 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 tax
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 tazes 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
Cenada 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
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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 state 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 eamed within the taxable year for which the
credit is claimed, provided that such tax is actually paid in that
taxable year, or su uent taxable years.

(f) For the purposes 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 board 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
board 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
laws 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) If his adjusted grees income is $10,000 or more; the standard
deduetion shall be $1;000.

4b) H his adjusted gross income is less 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 $2,600. 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
foHowing exceptions:

(1) If the property should have been included in the last inven-
tory, it shal 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 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 frust;

(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
gndgfu a general power of appointment exercised by the decedent
y 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 proiperty 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 Minnesota income fax
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 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-
scn‘liaec:h 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
law 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 equiv-
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 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
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 Ioss 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.

1f 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,
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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 taxpeyer'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 the net earnings of which inures to the benefit of any pri-
vate gtockholder 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-
ceniage interest m 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 from sources within 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.01, 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
coxpmitteewoman, 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-
%voaasg‘ of a political party, as defined in section 200.02, subdivision
Hd

(f) in the case of an individual, the total credit against taxable
net income allowable hereunder shall not exoeed 30 percent of the
taxpayer’s Minnesote gross incomne as

{*}theeggﬂegateoieentnbuhonsmdeteergmahmspeemw
in {a); (b) and £d) shall not exceed ten pereent of the taxpayers
Minneseta gross ineome;

£{it) the iotal eredits under this subparegraph for any tazable
mmmmmmﬁmwm

ineome: For purpeses of subpmgp&ph—theewedﬁsmderths
seehenshaﬂbeeompu—tedm%hout tomydeduet&eaaﬂewed

(z) 20 percent of the taxpayer’s Minnesota gross income in
the case of contributions described in clauses (¢) 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)
end {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 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 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

(i) 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 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 con-
tributions or gifts covered by clause (g) shall be carried forward
to a subsequent year,

4> (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:,

4 (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, 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 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 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 tax from wages
paid with respect to any payroll period ending after September
30, 1979 and prior to November 1, 1979.

Sec. 14. [REPEALER.] Minnesota Statutes 1978, Section
290.06, Subdivision 12, is repealed.
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Sec. 16. [EFFECTIVE DATE.] Sections 1, 7,89 10 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, Sabdivi-
sion 10, is amended to read:

Subd. 10. (a) The equalization aid review commitiee, 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 1877 1978 adjusted as-
sessed values and thereafter, the market value of agricultural lands
shall be the arithmetie average of (1) the price for which the prop-
erty would sell in an arms length transaction; and {2) the income
which could be derived from its free market gross rental rate capi-
talized at a rate of nine fen 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 edjusted assessed values determined under the
prouisions 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
Iimited 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 60 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 shall be paid to local agencies for 50 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 o 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, 3974 1980, until
January 1, 1981 , the state shall pay 80 percent and the county
shall each 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,
19 amended to read:
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Subd, 2. {a) 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 shali not exceed ten
percent of the value in the preceding assessment or ene feurth
one-half of the total amount of the increase in valuation whichever
is greater; the excess , together with any increase in value whr.ch
has occurred since the previous assessment, shall be eniered in a
subsequent year or years: provided; hewever- that if the amount of
the increase in market value is

+i) more than ten pereent but ne mere than 20 pereent; the
excess shall be entered in the following year;

i} mere than 20 percent but no more than 40 pereend; ten
pereent chall be entored in each subseguent vear undil the ameunt
remaining t0 be entered is less than 10 pereent in which ease the
amount remaining will be entered in the next subsequent year; er

-(-m)- more than 40 pereent; the exeess shall be entered
the three subsequent yeers 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 .

b} In the ease of property deseribed in seetion 273-13; subdi-
visions 6; 74 b, 10 12, 17, 17b and 19; plus all agricultural prop-
erty and al] renl estate deveted to te==porary and seasonal resi-
dential occupaney for recreational purpeses which was not subjeet
to the five peseent limitation in valuation inerease for the 1073 or
the 1074 assesement that was previously provided pursuani o
Minnesota Statutes 1974, Section 273.11; Subdivision 2; the value
wbeueedie:le%wgt—he%%axespay&blem%shaﬂbese%
&ttheavemgepepeentefma;ketv&l&eusedfarthemepeetwe
elass of property in the 1076 tax levies in ils assessment distriet if
the merket value as determined by the assesser pursuant fe see-
$ien 29311, cubdivision 1 execeeds by mere than ten percent the
Limited market value established for that class of property. Sueh
property shall subsogquenily incresce in wvalue for property taxz
purposes as preseribed in clause {a)-

Sec. 7. Minnesota Statutes 1978, Section 273.13, Subdivision 4,
1s 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 Iand, 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
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and shall be valued and assessed at 3314 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 tazes assessed in 19%% 1979 , payable in 1978 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 31 27 percent of
its market value ; and fozr tazes assesced in 1878, pavable in 1970
and thercafter; it shall be assessdd at 30 percent of itc market

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 vear 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 [4 percent of the market value thereof in 1877 1979,
for taxes payable in 1048 1980, and &t 16 percent thereafter. The
remainder of the parcel shall be classified and assessed accordmg
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
18 14 percent of the its market value thersef in 1977 1979 , for
taxes payable in 19%8; 1980 and at 16 pereent 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 45 50 percent of the tax; provided that the amount
of said reduction shall not exceed $325 $500 . Valuation subjeet

fﬂhc£ml—9—?¥£ert—xe-payabl°m}9¥89haﬂbelﬂmtedtelﬂ9
&eres—flaﬂd-mesteenhgueassuﬁeandmg—eybefdermgthehease

oeeupicd by the ewner ac his dwelling place; and; such other strue-
mcaasmaybemeludedtheraeﬂutﬂ-zedby—hemmaﬁ&gﬂ
cultural pursuit- For taxes lovied in 1978 payeble 1979 and sub-
sequent yoars; Valuation subject to relief shall be limited to 160
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acres of land, most contiguous surrounding, e bordering, or
closest to the house occupied by the owner as his dwelling place,
and such other structures as may be included thereon uti 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 3% 27 percent of its market
value in 1097 1979 , for taxes payable in 1078 1980 , and at 30
pereent 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. Agricuiltural
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. 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 23 19 percent of the market value
thereof in 1877 1979 , for taxes payable in 1978; 1980 and at 20
percent thereafter. The property tax to be paid on class 3¢ 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 45 50 percent of the amount of such tax; provided that
the amount of said reduction shall not exceed $328 $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
35 32 percent of market value in 197F 1979 , for taxes payable in
1878, 1980 and at 3314 percent 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 specifically provided otherwise by law. Class 3cc
propertv shall include only real estate which is used for the pur-
poses 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) anv person (hereinafter re-
ferred to as veteran) who: (1) served in the active military or
naval service of the United States and (2) is entitled to compen-
sation under the laws and regulations of the United States for
permanent and fotal service-connected disability due to the loss,
or loss 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 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 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 propertv 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 occupation 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 be
reduced by 45 50 percent of the amount of such tax: provided
that the amount of said reduction shall not exceed $325 $500 .
1f the market value is in evcess of the sum of $28,000. the amount
in excess of that sum shall be valued and assessed at 31 27 per-
cent in 1077, 1979 for taxzes payable in 1978 1980 and 36 pereent
thereafter, in the case of agricultural land used for a homestead
and 26 32 percent in the case of all other real estate used for a
homestead for taxes pavable in 1978 71980 and 3315 percent for
taxcs payable in 1979 and subsequent years.

Sec. 11. 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
theretc 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 46 50 percent of the
amount of the tax in respect of said value as otherwise determined
by law, but not by more than $225 $500.

Sec. 12. 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 heen previously
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added to or incuded in the valuatnon of the land on which they
have been erecied. The newly asssesced property shall be valued

at a value not execeding the average perecnt of market
vaiueesedmthetaxlevwemmrespeet%eehesefpmpeﬁymﬁs
ascessment distriet i the market value as determined by the
assesser pursuant te sectien 273,11, subdivision 1 exeeeds by mere
than icn perecent the limited market velue establiched for that
elass of property: The assceccment shall be inercased to m&r—ket
value in annual inerements as provided in seetion 373-11; subdi-
vision 2 until such time as the property 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.

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
nutnber of pupil units in the district in 1976-1977.

(2) In 1977 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 per pupil unit ellowed by thet
elatze; 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.01 to 422A.25.

Sec. 14. Minnesota Statutes 1978, Section 290A.03, Subdivision
3, 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
Re:i/enue Code of 1954 as amended through December 31, 1976;
an

- (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)£13) (14), and (a){I4) (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
gcfwemment or any instrumentality or political subdivision there-
oL}

(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 {iscal
year ending in the calendar year. “Income” does not include

(a) amounts excluded pursuant to the Internal Revenue Code,
Section 101(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; o
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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 22 23 percent of the
gross reni actually paid in cash, or its equivalent, or that por-
tion of gross rent which is paid in lieu of property taxes, in 1977 or
any subsequent calendar year by a clamant 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, 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 $475 §650 ;
3,000 to 3,999, 0.6 percent, up to $476 $650 ;
4,000 to 4,999, 0.7 percent, up to $476 $650 ;
5,000 to 5,999, 0.8 percent, up to $475 $650 ;
6,000 to 6,999, 0.9 percent, up to $47b $650 ; -
7,000 to 7,999, 1.0 percent, up to $476 $650 ;
8,000 to 8,999, 1.1 percent, up to $475 $650 ;
9,000 to 9,999, 1.2 percent, up to $4786 $650 ;
10,000 {0 10,999, 1.3 percent, up to $476 $650 ;
11,000 o 11,999, 1.4 percent, up to $475 $650 ;
12,000 to 19,999, 1.5 percent, up to $4%b6 $650 ;
20,000 to 22,999, 1.6 percent, up to $475 $650 ;
23,000 to 25,999, 1.8 percent, up to $426 $600 ;
26,000 to 30,999, 2.0 percent, up to $376 $550 ;
31,000 to 35,999, 2.2 percent, up to $360 $525 ;
36,000 to 40,999, 2.4 percent, up to $325 $500 ;
41,000 to 44,999, 2.6 percent, up to $325 $500 ;
45,000 to 52,999, 2.8 percent, up to $325 8500 ;
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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 $335 $500 ;
82,000 to 99,999, 3.5 percent, up to $326 $500 ;
100,000 and over, 4.0 percent, up to $326 $500 ;

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
$675 3850, 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 and whese
elait is based on fazes paid on the home he owns in an amount
equal to 26 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)
tgbdll)erqentage 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 to 18,809; up to $800 ;

20.000 to 25,999, up to $800 $975 ;
26,000 to 35,999, up to $650 $825 ;
36,000 and over, up {o $326 500 ;

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; beiween
$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
yvear 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 refund 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:

30 6 18,990 up to $860;

20.000 to 22,999, up to $360 3975 ;
23,000 to 25,999, up to §763 3938 ;
26,000 to 35,999, up to $725 3900 ;
36,000 and over, up to $525 $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 available 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 subdizisisn subdivisions 2, 2a, and 2b, except that the
gomx;i::ioner may graduate the transition between income
rackets.

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-
gient tr:ir n;ake the increased distribution required under sections

, 4 and &.

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

Sec. 22. (EFFECTIVE DATE.] Sections 6 to 12 are effective
for taxes levied in 1979, payable in 1980 and thereafter. Section



2046 JOURNAL OF THE SENATE {53RD DAY

14 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 15 to 19 are effective for claims based on rent paid
in 1979 and property taxes payable in 1980. Section 21 is effective
for taxes levied in 1980, payable in 1981 and thereafter.

ARTICLE III: INHERITANCE TAX

Section 1. Minnesota Statutes 1978, Section 291.005, Subdivision
1, 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:

1) “Probate assets” means and ineludes property owned by a
decedent at the time of his death required by section 524-3-706 {=
bo listed on a persenal representativels inventory and eppraisement:

23) “Non-probaie assete” means and includes all property of
overy kind transferred frem s decedent or at or by reason of the
deeedent’s death which is subject to the inheritanee tax impesed by
this chapter (without regard te deducticns or excwmptions) and
whieh does nst eonsist of probate assels:

(1) “Federal gross estate” means the gross estate of a decedent
as determined for federal estate tax purposes pursuant to the pro-
visions of the Internal Revenue Code.

(2) “Personal representative” means the executor, administrator
or other person appointed by the court to administer and dispose of
the property of the decedent. If there is no executor, 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 extent of such property and the Minnesota 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 who at the
time of his death was not q 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
intangible personal property, the state or country in which the
decedent was a resident at death.

£33} (6) “Commissioner” means and refers to the commissioner
of revenue of this state or any person or body within the state de-
parbmens of revenue to whom he may have delegated his functions
under this chapter.
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£6) “Stopehild’’ means a child whe is not the deocedent’s natural
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(7) “Internal Revenue Code” means the United States Internal
Revenue Code of 1954 as amended through December 31, 1978.

Sgc. 2. Minnesota Statutes 1978, Section 291.01, is amended to
read:
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or mixed; or any interost therein, or inoome therefrom in trust
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tewn or municipal purposes; in the following eases:

{1) When the transfer is by will or by the intestate laws of this
state from any person dying pescessed of the preperty while a
resident of this states

L2 Whenatmasﬁensbywﬂlerm&est&tel&w,efprepeﬁamh-
in the state or within its juricdiction and the deeedent was a non-
resident of the state at the time of his death;

£3) Vhen the transfer is of property made by a resident oz by a
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or within is jurisdiction; by deed; grant; bargain; sale or gift; made
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Subd: 3: A tamable transfer under the provisions of this chap-
$or shall be deemod 0 have been made:

1) Te the extent of any property with respeet to which the
deeedenthasatthetmeefmsdeathgeneml of appeiné-
ment;emtedenerhefere%teber%%mexemmdbythe

tA) by will; or

<B) by dispesition which is of such nature that if it were a
transfer of propexty ewned by the decedent; such transfer weuld
betmbleemderthepmaeaseﬂh&sehapteﬁ

but the failure {o exereise such a power or the eomplete release
of sueh a power shall not be deemed an exercise thereof If a
genepal power of appeintment created on or before Oeteber 2%;
%hﬂsbeenpamﬂyreleasedsethatitmmlenger&geneml

theexeremeefsuehpowefsh&llnetbe

of appointment;
deemedtobetheexerewee&&genemlpwerefagpm
ta) suehpa;tml;eleaaeeeeu&edheiereNevemberi—-l@ﬁG—e;

{b) the donee of such power wes under a legel to
release such power en October 21; 1042; and sueh partisl
ecewrred not later than six months after the termination of such

legal disability-

{%%theextentefanypﬁepmymthfespeettewhehthe
deeedent has at the time of his death a general power of appoint-

power:
graph {2); the power of appointraent shall be eonsidered te exist
enthedatee%thedeeedent—sdeatheventheughtheexereﬁeefthe
peweussubjeetteapreeedent of notiec or even though the
exeveise of the pewe;takese&eeten&yentheexpmheneiast&ted
period after its exereise, whether or not on or beiore the date of the
deeedent’s death netice has been given or the power has beest ex-
{3) Te the extent of any property with respeet to which the
deeedent:

£4) by will; o

4B) by a dispesition which is of suech nature that i i were
a transfer of preperty oewned by the deecodent such iransfer would
betaﬁabhuaderthepmﬁsieﬁsefthisehaﬁe}

byeyeatmg&netherpewerefa-ppemtmeatwh&ehe&nbevahdly
exerciced 5o as fo postpone the westing of any estate or imferest

in such property; or suspend the absolute ownership oF pewer
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of alicnation of such property; for a period aseertainable witheut
%3%%&%@%&%5

B} A power of appeintment ereated on or before Oetober 21

1842 which is mﬁ%&%%%@%ﬁ%&g .

ﬁ«v%wﬂwgiir@gm%%&g

@vmﬁ&@aﬁm&mwﬁ&%%%?
ber 21; 1043, which is exercisable by the decedent enly in conjune-
ticn with another persen:

{a) If the power is not oxercisable by the decedent execpt in
eonjunction with the ercator of the power; such power shall net be
decmed a general power of appointment:

b) I the power is not exercisable by the decedent exeept in
conjunetion with a person having a substantial intorest in $he prop-
erdy; subjeet {0 the power; whieh is adverse to exereise of the power
5§&%§m§m§im&f§m§
power of appointment. For the purposes of this elause a person
whe; after the death of the decedent; may be possessed of a pewer
of appeintment {with recpect to the property subjeet $o the deee-
dent’s pewer) which he may exercice in his own faver shell be
decmed as having an interest in the property and such interest
shell be deemed adverce to sueh exercise of the decedent’s pewen

A.m*m.m#om«rmmwwwmm#ow elauses <o) and {b); the power
a general pewer of appointment and is exoreisable in faver of such
%éﬁgéaggmm@wﬁ&é%?
pointment only in respeet of a fractional part of the property sub-

jeet to such powses; such part to be determined by dividing the value
&E%?oif%%@&&%mww%%%
deecdent; in favor of whom sueh power is cxereisable; For purposes

of elauses (b) and {e); a wwammmwmzvm%mﬂ&«owo%%
ﬁgﬁmgmﬁﬁgﬁgﬁig
estate; his creditores; or the erediters of his estate:

€5) The lapse of a power of appointment ereated after October
21; 3042, during the life of the individual pessessing the power
shall be considered a release of such power: The preceding sentence
shall apply with respeet to the lapse of powers during any calendar
year only to the extent that the property; which eould have been
%f%&i%%gﬁgﬁ
the time of such lapse; the greater of the following amounts:

{a) $5;000 or
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{b) Five percent of the agsregate walue; ab the time of such

g&%ﬁm&m%&?@m%%@m%%?%
exercise of the lapsed powers could have been catisfied:

48) Eor purposes of this subdivision; a power of appeintment
ereated by a £§§$§$§$gir
%w%%o&*%@%%%%%&
exeeuting such will dies before July I; 1048; without having re-
published such will; by eodicil or otherwise; after October 21; 1942:

Subd: 4= Whenevor any properby; real or personal; is held in the
jeint names of two or more persons; or is dopesited in banks or in
other institutions or depesitaries in the jeint names of two or mere

porsens payable to cither or the surviver; upon the death of one of
sueh persons the right of the surviver or survivers; to the immediate

%m%%%@?ﬁ%ﬁig%ggmg $o have

eriginally belonged to the survivcr or survivors and never to have
g%@ﬁ%@#ﬁ&r«gg%m@m&%?mgg

1035; by the decedont and spouse; as joint tenants; not in exeess
of one-half of the value theroof shall be taxable. Provided; furthesr;
§§§§§$§§$%§
gﬂg?vw%m%%%%%im«
persens; as joint tenanis; the taxable portion shall be the value of

giwi?%&%«owmmﬁm%@g%ﬁmﬁm%
a&gom@rm preperty by the number of joint tenants:

Where personal property is held in jeint names; such preperty
mrmhvmmamﬂm@«oww»m%n@%mmﬁmﬂommmmmmoﬁm&ﬁ

this subdivision unless it is established to the saticfaction of the

sommissioner that the decedent intonded a different disposition

Upon the showing of cvidenee of that intent to the esmmissiener

the right of survivership shall net be decmed to be & transfer to the
the dispesition a

mmﬁmm%«w &mwm.m*«mowvwﬁar mmﬂa«@mm«owrm«mmwm.
ferece shall be doemed a tranzfer from the deecdent $o the irans-
ferees and shall be subicet to the inhoritance tax imposed by thic
chapter. This paragraph shall not apply to caccs where the agero-
gate value of joint tananey assets excecds $30,000-

8Subd: b- {1 The przeceds of all lif= m.mm@m&am#mmmmmmm*warﬁm
whether now in foree or hereafter iscued: payable on aceount of the
M%%gif%&«r e tax herein impssed; as

4a) To the extent of the amount reccivable by the exeeutor of
MWMM@mmow«mmﬁmﬁwsm ander policies on the life of the dece-



53RD DAY] MONDAY, MAY 14, 1979 2051

{b) Fo the extent of the amount reccivable by all ether bene-
ficiaries as insuranee under policics on the life of the decedent
with respect to whieh the deeedent pessecsed at his death eny of
the ineidents of ownership; excroisable either alone or in conjune-
tien with any other person. For purpeses of the preceding sentenee;
mmm&mm&mm
{whether azising by the express terms of the poliey or other instru-
mnterbyeper&hoaefhw}only#them&ueef&uehm
interest exeeeded five pereent of the value of the poliey immedi-
ately before the death of the decedent: Ae used in this paragraph,;
the term “roversionary interest” ineludes a possibility that the
peheymthepreeeedsefthepehey—mymtumtethedeeedent
or his estats; or may be subjeet to a pewer of dispesition by him-
qlhevaluee{arevemem mte:estat trmeah&llbedetemned

missioner of intcrnal revenue or his In detemmining the
value of a poszibiliby that the pelicy er proceeds thereof may be
subjeet Lo & or of dicposition by the such

decedent;
shall be valued as i it were a possibility that such poliey or pre-
eceds may rebummn to the deeadent or his estate:

42} Suech proceeds chall be deemed a transfer within the mean-
ing of that term as used in this chapler and a paxt of deeedent’s
estate; and shall be taxsble to the person or persons entitled there-
$o:

{S}Everyeefpemhan-p&rtnamhipaasea&hommdsﬂdu&l-ef-
der or cosiety authorized to fransaet life; aceident; fraternal;, mu-
tual benofit. e;dnathbeneﬁtmsumneebaﬂmesswhiebshaﬂp&yto
any percon; asseciation; or corporation any insuranee or death ben
efrtmexeessef%@@@ershaﬂtmnsiexaayuapmdhdaﬂeeof-er
any intezest in. any annuily coniract or deposit; upen the death of
a resident of this state, shall give notice of such payment or transfer
tethneemmqsﬂenesm—hmtendaysfremthed&tethepee&&eh
notice chall be given on the forms preseribed by the commissioner
and suech notice chall sct forth such information as the commis-
sioner shall preseribe 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
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;



2052 JOURNAL OF THE SENATE [53RD DAY

(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 property or any beneficial interest
thevein passes by any suehtmnaie;whefetheameunteithepmp
eﬁsysha:llexeeedmvaluetheexempaon excmptions hereinafter
speeified; where applieable; The tax hereby imposed shall be +

1) Where the person catitlod o any beneficial interest in sueh
property shall be the cupviving spsuse; miner of dependont child of
thedeeedent;er&nymmereséependentleg&llyadeptedehﬂdat
computed by applying to the Minnesota taxable estate the following

prescribed rates: |
1-14 7 percent on that part of the first $25;000whaehexeeeds the
or excmptions speecified in sechtion 291.05;

applieable exemption
elauses (3) threugh {7 $100,000.

2 8 percent on the next $25;060 $100,000 or part thereof.

3 9 percent on the next $50,000 $100,000 or part thereof.

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

5 11 percent on the next $60,000 $500,000 or part thereof.

£ pereent on the next $100;000 o part thercof

7 pereent on the next $100,000 or part thereof:

8 pereent on the next $100,000 or part shereof:

9 pereent on the next $500,000 or part thereof-

10 12 percent on the excess aver $1,000,000.

€2) Where the person sr persons entitled to any beneficial in-
terest in such preporty shall be the adult child or ether lineal de-
seendant of the deeedent. adult lezally adopted child ov izcue, lineal
ancestor of the decedent; stepehild as defined in section 201:005;
e;aﬂyehﬁdtewhems&ehdeeﬂdentie;netless-han#enyeafs
prior o suech trancfer stood in the mutually acknowlodged relation
of a parcnt; previded; such mutually scknovdadged relationship be-

gan ab or baisye the child’s fifizenth birthday and was continuous
for said ten yeazc thereafter. or any lineal issue of such mutually

acknowledged ehild; at the following preseribed rates:

apeﬁe@mmhmﬂdmam%mmhmm
applieable exemptiion or exemptions iied in secedion 20105,
onses (3 throush (25, spestes

4 pereent on the next $25;000 or part thereof.
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6 perecnt on the next $50.000 or past thereof:
7 percent on the next $100,000 or paxt thereof:
8 perecnt on the next $200,000 or part thereof:
9 pereent on the next $600,000 or part thereof:
10 percent on the exeess over $1;000,000-

£3) Where the persen or persons entitled to any beneficial in-
terest in sueh property shall be the brother or sister or a deseen-
éaatoiabret—hererastereithedeeedent-am{eetmdewefem
erehmbaadermdemsefad&ughte; deeodent—atthe

following preseribed rates:

6 pereent en thet part of the first $25,000 whieh ezceeds the
applicable exemption or exemptlions specified in seetion 281:05;
elauses {3) through (3~
8 percent on the next $35;000 ox part thereok:

10 pereent on the next $60;000 or part thereof.
12 percent on the next $50;000 or part thereof
14 pereent on the next $50,000 or part thereof:
16 percent on the next $100,000 or part thereofs
18 percent on the next $100,000 or part thereof-
20 percent on the next $100,000 or part thereok:
22 pereent on the nexd $500;000 or pars thereok
25 percent on the excoss ever $1,000,000-

€4y Where the persen or persons entitled to any beneficial in-
terest in such shanbemaayetherdegieeefeenater&l
eonsanguinily is hereinbefore stated; or shall be a stranger in
bleedtethedeeedeat—essh&llbeabedyp&hﬂee;e&rpemte;atthe
following preseribed rates:

smmmmﬁmmmmmw
aepplicable exemptlion or exemptions specified in seetion 201.05;
elauses €3) through 1)+

10 pereent on the next $35,000 or pars thereok:

12 pereent on the next $60,000 or part thereof.

14 pereent on the next $50;000 or part thereof:

16 pereent on the next $50,000 o part thereof:

18 percent on the next $100;000 or part thereof:

20 percent on the next $100,000 or part thereof:

22 pereent on the next $100;000 or part thereof:

26 pereent on the next $5600,000 or part thereot:
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30 pereent on the excess ever $1;000;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 imposed with respect to that part of the decedent’s
estate which 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 subdivi-
sion thereof for public purposes exclusively; and any dewise; be-
%g:l:st; gift; or transfer; (b) to or for the use of any corporation

d, foundation, trust, or association operated within this state
for religious, charitable, scientific, literary, education or public
cemetery purposes exclusively, including the encouragement of art

the prevention of cruelty to children or animals, no part of
wlgich devise, bequest, gift, or transfer inures to the profit of any
private stockholder or individual ; and any bequest or transfer or to
a trustee or trustees exclusively for such purposes; shall be exempt:
Any dovise; bequest; gift; or transfer ; (¢) to an employee stock
ownership trust as defined in section 290.01, subdivision 25, chall
be ezxempt. Where provided 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 -

Any devise; bequest; gift; or {ransfer; net to exceed $1,000 made;
(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-
nated by the testator ; shall be exempt: Any deviee; bequest; gift; or
transfer ; 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,
and any or teansfer or to a trustee or trustees exclusively
for such purposes, shell be exemp#; 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 taxzes
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) The homestead of a decedent; and the proeceds thereef if
sold during administration; trensforred to the spouse or to any
penden?legaﬂyadeptedel?:ldtﬁ;th deeede?:t-teaﬁbeexen;’;tdg

e
thee!tentofmeeitheappmaedvaluetheeeoﬂlnmem

Proceeds of any insurance policy issued by the Umted 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. Ghmsiosrefandseimhent&aeetaxpmdonsuehpm
eeeds shall be acceptod by the eomcx:issioner i filed with him by
December 31; 1070; or within 18 months efter such payment;
whichever ig later,

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 mhentance
taxes paid which are attributable to payments exempt pursuant
to this paraegraph 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.

1) Property or any beneficial interest therein of the elear
va&ueei%@-@@&&amienedte%heau—mwagspause—ahﬂlbe

+ii) Provided; where the amount of family maintenence allowed
bythepreba-teeeu;tmlessth&a%hem&mmumdedueﬁbleunder
the provisions of section 201:10; or if no such mainicnanee is al-
l&wed—%hereshallbe&ﬂewedtethesmwagspeuseaﬁ&dd&twnﬂl
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exemption egual in amount to the diference between the maximus
deduetion as previded by seetion 201.10 and the amount of such
E%@@ allowed by the prebate ecourt: Further pro-
Wﬁﬂrﬁm@%%@% ﬁmr&«g%ﬂ%

surviving spouse an additional exemption equal to max-
mum deduction allowed for family maintenance under the provi-
sions of seetion 281-10;

$$§%$§r§§§&%§
valde of $30,000 transferred to each minor or dependent child of

the deeedent; or any miner or dependent legally adopted ehild of
the deecedent; shall be exempt:

i) Provided; where the decedent left no swrviving spouse en- ,

%&@?omis%%ﬁmm elause (3) of this seetien the
cxemption allowed b m@%ﬂri of clause £3) shall be al-

at; any _ as

fined in seetion 201.005; or any ehild to whom the decedent; for
g«?mmugﬁmwwwﬁm%«ofmgﬂm&ﬁ%%
acknowledged relationship begen at or before the child’s fiftecnth
birthday; and was eontinuous for ten years thereafter; or any linea!
issue of such adepted or mutually acknowledged ehild; or any lineal
aneestor of the decedent; shall be exempt:

+6) Property or any benefiein) intercst therein of the clear value
of $1;500 tronsferred lo any brether or sister or a descendant of &
brother or sister of the deeedent; a wife or widow of a son; or a hus-
band er widower of a daughter of the decedent; chall be exempt:

47} Property or any beneficial interest therein of the eloar velue
&m%goﬁmg%ggﬁﬁ%%%%
consanguinity than is horeinbefore stated; or shall be a stranger in
§3§§$igm§§$§§
mmo«mwﬁﬂwmmmmf mwww«mﬂmwmtgommﬂw?

mn 6. Minnesota Statutes 1978, Section 291.051, is amended to
read:

291.051 [MARITAL DUCTION.] Subdivision 1= ¥or the
purposes of this section; the terms defined in this subdivision shall

“Marital exemmption” means 50 percent; but net mere then
$3266,000; of the net taxable value passing to the surviving spouse
of & decedent domieiled in Minneseta at the Hime of his death:
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neseta ineluded in the gross value pascing to the surviving spouse;
and recuced by the deductions attributable o such gross value pur-
suant {0 seetion 201:07; e=espt subdivision 1, clause (5); but with-
out regard to the exomptions allowed to the curviving spouse by
secticns 201.06; clauses (1); (2); and (3); and 201.10.

“Marital exemption tax” means a tax imposed at the rates pro-
vided by this chapter on the value of property passing to the sur-
viving spouse less the marital excmpiion; but without rezard to the
exemptions allowed to the surviving cpouse by seections 201.05;
elauses {1); {2) and {3) and 29410,

Subd. 2. If tho marital cxemplion tax on the propertv passing
to the surviving spouse is less than a tax eemputed on that prop-
e=ty under the olher provisien: of this chapter; the marital exemp-
tion tax shall be imposed in liew of the iaz computed under the
other previciens: 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 inferest
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 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)(1)(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 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 without reference to subpart (a) of this sub-
division.

S;c. 7. Minnesota Statutes 1978, Section 291.06, is amended to
read:

291.06 [CREDIT FOR PREVIOUSLY PAID TAXES.] Where
property is transferred to any persen described in sechion 291.03.
elauses {1} and {2); which 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, and such transfer to the
decedent was within the elass of transfer deseribed in said seetion
2031.03; elauses (1) and {2); cuch property shell be exempt to the
extont of the value thereof at the date of death of the prior decedent
but net to exesed the value at the date of doath of the second de-
eedent. Provided; {1) noe such exemption shall be ellswed unless an
inheritance tax was determined and paid to this state on the {rans-
for thereof from the said prier decedent; {2) the exemplion shall
be limited to the value of property whieh is in exeess of the ameunt
of the exempticn provided in seetizn 20105 allowed on the ‘ransfer
to the deeedent: {3) unless sueh previously transferred property is
epecifically devised or becueathed; the exzempt property for pur-
poses of taxation shall bo considered as belonging to the residue
of the estate: {4) property excmpt under this cection shall not be
ineluded in computing the rate applicable to sthes transfers te the

iciary reeciving such oxompt preperty or can be identified as
having been acquired in exchange for property so received, @ 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.Y To the extent included in the federal gross estate, the value
of an annuity or other payment reecivable by a surviving spouse oF
minor or dependent child of the decedent or a trust for their bene-
it aftor December 21, 1956; shall be exempt from inheritance estate
tax if received under (1) an emplovees’ truss {(or uzder a contract
purchaced by an emploeyeoes! trust) forming part of a pensicn; stoek
benus; =r profit sharing plan; which ot the time of the decedent’s
separation from employmcnt {whathor by death or etherwise)- er
st the time of termination of the plan i earlier; met the require-
ment of section 401{a) =f the Intarnal Rovenue GCode of 1954; as
adepted to the provisions <f thiz chapter under regulations issued
by the commissioner of revenue : {2) a retiremsnt annuity contraet
purchased by an employer {and net by an cmployees” trust) pus-
ruant to a plan, which at the time of the docedent’s ceparation
from employment {(by death or otherwise); or at the time of tormi-
nation of the plan if earlier; met the reouirements of paragraph (3>
of seetion 401{a) of suech eode; as adapicd te the provisions o
this ehapilor under regulations itsued by the commissizner of rew-
enye: or {3) a retircrpont annuity contraet purchased by an om-
pleyer which is an organization zoforred fe in sechtion 503(hb) (1)
£2) or {3} of sueh code and which is exempt from {ax urder ceetion
501{a) of such code; as adapind to the provisions of this chapter
under repulations issu=d bv the ecmmissioner of 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
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plan if earlier, qualified under section 401, 403, 404, 405, 408 or
409 of the Intemal Revenue Code; (2) a benef:t ptan 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 subdwtswns or any other state or its political or govern-
mental subdivisions; or (3) for members of a Minnesota volunteer
firefighters’ relief association . 3 such amounts payable after the
death of the decedent under & plan deseribed in elause (1) £2) or
3} are astiributable to any extchi o payments ox contribuiions
madebythedeeedenrnoexemptwnshallbeauewedferthatpﬁt
of the value of such ameunts in the propertion that the tolal pay-
tents or eontributions made by the deeedent bears to the fotal
payments or contributions made: For purposes of the preceding sen-
tence; contributions er payments made by the decedent’s employer
or former employer under a trust or plan deseribed in clause (1)
f}m@}sh&ﬂaetbeeeasideredtebeeentﬁbu—tedbythedeee-
ot

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; a personal representative has
beenaﬁpemtedfertheestate—eswheveadeereeatdeseentiefthe
estate has been entered under sectisn 525:31 o= where there have
been summary proecedings for the estate if under section 52561
the following deductions shall be allowed:

(1) funeral expenses;

(2) probate 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;

{5) family maintenanee Lo the extent provided by seetion 20110

£6) value of personal prepezty to the extent of the amount al-
lowzd under the provisions of section 525:15

L7} foderal estate tazes determined as follows:

+a} the value of the net estate taxable in Minnesota reduced bu
the deduction allowable for transfer for publie; charitable and
fﬂhreusu—easpeeenbedbvlntemalRavenueGede-Seehen%
and by the marital deduction as preseribed by Internal Rovenue
Code; Seeticn 2056; shall be the numerator of a fraction;

4b) the denominator of the fraction shall be the value of the
net estate everywhere redueed by the same elase of deductions
allewable in subparagraph {a) above;
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£} the ratio of the fraetion to derived chall be mulliplied by
the federal estate tax due and payable to the United States Treas-
ury-

4£d) for puspeses of this clause; the net estate is defined as the
gross value of the estate on the appliesble valuation date reduced
by any unpaid mosrtzages on; or any indebledzess in respee$ of;
property where the deeedent’s interest therein; undiminished by
such mortzage or indebtodness. is included in the value of the gross

estate o
48) other tazes whieh have acerued and are a lien on property
in the estate at the time of death

49) zeasenable fees for legal or fiduciary serviees incident 1o
non-probate assets

£10) (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
cc:lhapéer 291 which are not deductible as claims or debts of the
ecedent.

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 Minnesotae 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.] a2} Where any 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 provided in clauses L{b) and (¢} below:

) Beductions:
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(1) Faneral expenses to the extent incurred in Minnesota;
(2) Minneceia prebate administration expense;

{3) Family maintenance to the czlexnt previded by secetion
29110, redueccd by the maximuz amount allowed or allewable
underthel&wsefthe%&teeiremdemeeitheéeeede&t—

{4} Velue of personal property o the extent of the amount al-

l&wederaﬂewableuﬁdeféhnlawsofthestateeimﬁeneeeithe
decedent;

£8) Reasonable legal, accounting, fiduciary and administration
fees and expenses allocable to both probate and nonprobate prop-
erty included in the Minnesotla gross estate;

(3) Federal estate taxes subjeet o the limitations impesed by
as computed in section 291.07;

£6) Other (4) Real estate taxes which have accrued and are a
Lien on Minnesota property at the ime of death; or which are ewed
to Minneseta in respeet of taxable income: 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.

7> Reasonable fees for legal or fiduciary services incident to
nonprobate asseis taxable in Minnesoba:

4e)} Ezemptions: The exemptions applicable to the en-
titled 4o a beneficial interest shall be allowed as in ease of
residents under seetion 201:05; reduced by the mazximum exemp-
honaﬂewedevallmbleuaderthehwsefthe&t&teef;emdeme
of the decedents:

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

Subd. la. In all 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 end 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 togéther with or after the objection, the com-
missioner, on his own initiative, may set a time and place for
@ 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 lLability 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 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-
sioner may make and file a return including a computation of
the tax resulting from the transfers therein reported. At the
time of the f[iling the commissioner shall mail copies of the
return to the personal representative, if any, and to each person
from whom aeny 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 inheritance estate tax on both
probate and non-probate assets shall be the same as those finally
dett:rmined 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 inherilanee 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 frem whem
the transfer is made 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 {axpayer 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 fzem whom the transicr is made whose estote 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 frem whom the {ransfer 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
retarn 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
z_itpprise 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.

{d) The ectate fax preseribed in seetion 201-34; notwithstand-
ing the period of limitations prescribed for determination ef the
inheritanece tax in this chapter shall bo determined by the commis-
sioner not later than 90 days following the filing of the Minnesota
estate tax retarn with the commissioner; tzgether with a cepy of
the federal audit repsrt or the closing lettar accophing the federal
return as eriginally £lod.

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 subject to the inheritance 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.

Seca20. 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 taz, 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 taxpgyer may elect
to pay the tazes 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 extend 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



2066 JOURNAL OF THE SENATE [53RD DAY

gate prescnbed by section 291.11 for payment of the tax shall
e paid annuall

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

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

%ec. 21. Minnesota Statutes 1978, Section 291.14, is amended to
reaa:

291.14 [PERSONAL LIABILITY OF PERSONAL REPRE-
SENTATIVE AND TRANSFEREE.] Subdivision 1. Bvery taz
ampesed by this ehapter shall be a lien upen the property embraeed
in any inheritance; devise; bequest; legaey; or gift until paid; and
The personal representatwe and person to whom sueh 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 sueh the property No such lien shell be enforced
against real preperty ; ineluded in the probate estaie; unless the
st&teshaﬂassestéhesmebyﬁhagastatementohtsheamthe
office of the couniy recorder or registrar of titles in the county
wherein sueh real estate may be situated; within ten years after the
date of any deed of distribution er deeree of distribution which
meay be entered in the estate invelved:

Subd: 1a: 1) Where an order approving distribution of properby
is net issued by the courl; any tax due on the transfer of such
pfepeuyesm%efestteademeeerteheﬂswhemenhﬂedunder
the statutes of intestate succession shall be & Hen upon such prop-
erby until the tax imposed by this chapter is paid:
te the provisions of elause (3) unless the state asserts it by filing
8 statement of lien in ‘the office of the county recorder or the reg-
istrar of titles in the ecounty where the real estate is situated with-
in ten years from the date of recording a copy of the death record
of the testate or intestate decedent; as the case may be; together
mthest&tementbytheeemmmsmne;ae]mewledgmgfeeeiptefaﬂ
inventery and appraisal listing the real property:

{3} VWhen the taz on property subject to the previsions ef this
subdivision has been paid; or if there be deposited with the com-
missioner & sum of money in an ameunt equal to the tax which; in
the judgment of the eommissioner may be due upen the {ransfer
of the property; or if there is no tax required to be paid; the com-
misciener shall eertify on an affidavit preseribed by him or in-
strument of eenveyvance that the lien for inheritance tax has been
saticfied or has been waived; as the ecase may be: The affidavit or
instrument of eonveyance se cerbified may be recorded as are other
instruments affeeting the title to real estate:
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Subd: 2. (1) Ezeopt as provided in clause {4) of this subdivision;
where a lien for inheritance {ax impesed under thic ehapler may
be enforeed againet real propesty trensferred o surviving join
{enants; or upon property transierred by a decedent during such
decedent’s lifetime; the surviving jcint tenants or the transferees of
the property se iramsferred by the decedent shall file on &
form preseribed by the commissioner g schedule of non-probate
assets listing the property er interest taxable: Any tax due on the
tranefer of such property or interest $o the surviving jeint tenants
or 1o the transferces of the property so transferred by the decedent
missioner pursuant to seetion 201.09; and shall be a lien upen the
interest of the surviving jeint tenants or the irensferces; until
paid; and the sumvdving jeint tenants or the iransferces shall be
perconally liable for such tax to the extent of the value of suech
property-

{23 No lier shall be enforced against real property subjeet to
the provision of elause {1) of this subdivision unless the state shall
assert the same by filing a statement of such lien in the office of
the eounty recorder or registrar of titles in the county wherein :
such real estate may be situated within ten years from the date of
recording a eopy of the death record of the deceased jeint tenant
or deecased itransferor, together with a copy of the schedule of
non-probate assets required to be filed wath the commissioner pur
suant {0 elause (1) of this subdivision; whieh eopy chalt have been
duly acknowledzed by the commissiones:

{3) Where the tax on property subjeet to the provisions of
elause {1} of this subdivision has been paid; or if there is deposited
with the commiscioner eash in an ameunt equal to the {ax which;
in the judgment of the commissioner; may be due upen the {rans
fer of such property; or if there is no tax required io be paid; the
esmmissioner shall eertify on an affidavit of survivership remainde
tnan, deseribed by the commissioner; that the lien has been sat-
isfied or waived as the ease may be: The affidavit so eertified may
be reeorded as are other instruments affceting the title to real
estate:

$$$§%§§§m§$
April 20; 1939; the provisiens of this clouse shell apply to the
g%%%ﬁ&%%%&.@i%%

cedent; or to the combination of classes of persons included herein;
{ii) When deecedent’s death eccurred in the peried beginning on
Aprl 21; 1939; and ending Apsil 25; 1040, the provisions of this
elause shall apply te the spouse; minor or dependent natural er
adopted child or any other issue of the decedeni; or to any ecom-
+b) Where the homestead is held in joint tenaney with the right
of survivorship by the deeedent and persens meeting the conditions

deseribed in {a) above; an afidavit in the form snd menner pre-
seribed by the commissioner; may be delivered $o the county re-
eerder or the registrar of titles: Such affidavit chall deelare
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the eclasses deseribed in {a) abowve at the date of deeedent’s death
4if any of the survivinz joint icnants were minors; ctate date of
such mino¥s birth);

i) that the property desecribed as the homestead was owned

and eceupicd by the deecedent as his prineipal dwelling place at
date of death;

i) thet the quantity of land ineluded in such properby is not
in exeess of 120 mcres; and not included in the laid out or platted
portien of any eity- I the land ic within a laid out or platted pertion
of a eity; its area shall not exceed one-half of an sere;

Liv) that the gross market value of such property ot date of
death was not in exeess of 345,000,

<) the effidavis to be delivered to the ecounty recorder or regis-
trar of titles shall havo attaehed therelo a eertified copy of ithe
deatheeﬁﬁeatewthm—peettetheéea%hdthedeee&sndjemt

The ailidavit chall be in Yeu of an affidavit of survivorchip cer-
tified by the eommissiencr and chall extinguish the len imposed on
such property by clause {2) of this subdivision; and chall be re-
eorded or filed as a decument affeeting the itle to the real estale:
The eounby rocorder er rezistrar of titles shall not be required to
verify the declarations made in such affida-Ait.

4e} A eopy of the affidavit Lwhich need not bear a copy of the
death certifieate) shall be supplied to the county recorder or regis-
trar of titles; he will forward this copy to the commissioner at his
office in Si: Paul, Minnesota-

£d) Where it appears that a schedule of nen-probate assets
would otherwise not be reguired to be filed; the property; the lien
on which has been oxtinguished in accordance with the proviciens
of paragraph La) above; need nolb be reported on a sehedule of nen-
prebate ascebs:

Subd: 4 The lien of the state for inheritance tazes payable by
& personal representative shall not extend to any right aequired
by & bona fide purchesecr; merbtgagee; or lessee through any eonvey-
arce made by sueh persenal representative; provided that such per-
sonal representative delivers to the eounty recerder or ropistrar of
titles; as the ease may be; a deelaration that the property described
therein has been zold to a bona fide purchaser; or has been mort-
gaged or leased; as the ease may be: The deelaration so submitted
shal}h&vea%—aehedthe:ete&eerbﬁedeeﬂyetlettefsewdenemc
the appeointment of such personal representative. The county re-
eeréermmgmefﬁﬂeashau—ubmmaeepyefsuehdeelmﬁen
bo the eemmicsioney at his office in St Paul, Minneseta; without
&nyfe—mfemem—hat%heata%emeﬁ%madethe;e}nbysaehpep
senal representative have been verified: The len se extinguished
with respeet to such bona fide purehaser; sortgagee or lessee shall
not be reinstated or ehallenged by the eommissiones:
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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 detérmination 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 ; azd the relatien; if any, w<ith cach legatee; dovisee; hein;
or transferee custained to the dees dﬂnterpemeﬁﬁmmwhemvhe
$ransfer 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 lability
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 gafe 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
inheritanes 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.] Sub-
division 1. 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 settiement 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 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
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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.

Seca25. Minnesota Statutes 1978, Section 291.27, is amended
to read:

291.27 [UNPAID TAX; OMITTED PROPERTY.] ¥ any tax
is due and unpeid undex the provicions of this chapler; the repre-
sent&twe—theeauntya%bemeyeﬂheeountymwhwhanestateis
probated; tho aticrrex general or the commissioner may apply fo
the prebate eourt for a citation; eiting the persons liable to pay
such fax to appear bofore the ecurt on a day speeifiod; not mere
than thice months from the dale of such citation; and shew eause
whythetaxsheuldnetbepa&d,@hejudgeefthepnbateeeuﬁ-
upon such application; and whenever it sholl appear to him thai

any such tax aceruing under this chapter has not been paid as ro-
qumedbyl&w;shalhssuesueheitahen;mdtheeemeeoisueh

saﬁaeisdueishe@ebymade
such tax:

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 aedministration
of the estate of the decedent or in a court of general Junsdlctlon by
the personal representative of any estate, ¢ by aetion; in the name
of the ctate; brought by the attorney general the eeunty attorney

or the commissioner in the name of the state.

Any property which for any cause is omitted from an

ment; inventery, or schedule of non-probate assets the anesota
estate tax return so that its value is not taken into consideration in
the determination of the inheritanee taxes estate tax, may be sub-
sequently taxed against the persons receiving the same, OT any part
thereof, to the same effect as if included in the

mvonte-y- schedule of nen-prebate assets; inheritance estate tax
return and determination; 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
thus omitted in the determination of an inheritanee estate tax,
such taxes 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; er may
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be presceuted o esllection by eitation and subsequent proceedings
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 toaxpayer’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 officiel 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-
vistons 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-
erty, but only if the commissioner finds that the heir, next of
kin, 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

hefore the first of November in each year the commissioner shall
determine the net amount of inhezitanee tax; Minnecsota estate 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 pro-
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 inceme tax or state inheritanee estate tax;
execpt that nene shall be exempt from taxaiion under chapter
30%; unless transferred o a surviving spouse or miner or dependent
ehild of the decedent or a trust for their benetit. 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 kis
spouse. The board of directors may prescribe the conditions under
which such payments will be made.

Sec:(l 29. Minnesota Statutes 1978, Section 353.15, is amended
to read: e

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 state
ineeme tax or state inheritance estate tax; except thet none shall
be exempt from taxation under chapier 201 unless transforred o a
sukviving spouse or miner or dependent ehild of the decedent or a
trust for their benefif. 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 eligible 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, disablhtant: or
survivor upon such terms as the executive director may prescribe.

Sec(.i 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 taxatien by the
state of Minnesota; exeept that none shall be exempt from taxation
under chapter 291; unless iransferred o & surviving spouse er
miaererdependentehﬂde%thedeeedentezatms@festhekhegeﬁt.
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.

Seca3l. 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 inheritanee estate tax
provisions of this state if trancferred to a surviving spouse or miner
or dependent child of the decedent or a frust for their benefit.

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

6524.3-706 {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, hsting it with
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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 itern.

The personal representative shall also mail a copy of the in-
ventory to interested persons or creditors who request it ; and
shall file en executed copy of the Minnesola inheritence fax
return with the eourt or registrar.

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 section
39-1;‘34 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 al! 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.

(¢) (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-
tributable 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-
bilig 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 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 redltlxaces 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 ipheritance tax or other death 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 Intemal 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 required to pay the tax who institutes
the action within a reasonable time after the three month period
is not subject to any hability 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 petsonal 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; 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 commissioner of rev-
enue, no discharge shall be issued until the objections are deter-
mined. The esuzt chall cend a eopy of the deerce; upen icsuanee:
to the comnissioner of revenus: If no objection 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,



58RD DAY] MONDAY, MAY 14, 1979 2079

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
interested 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 ahsence 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 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:

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 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; inheritance tax return or
sehedule of non-probate assets; inheritance tax return waiver; or
self asceseed inheritance tex reburn:; 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 inheritance 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 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
discht:rging 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 restoration to capacity; and any amendment of the fisted
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 hooks 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:

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

b} All record beeks kept for inherilance tax purpese in
eompliance with seetion 201-29; subdivisions 1 and 2; afier the ex-
puaﬁpae&l-éyearsﬁemthed&teefthel&stpmeeeeﬁageatemd

. Seca37. Minnesota Statutes 1978, Section 525.312, is amended
o 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 iwo or more
disinterested persons to appraise the property. Ne decree of
deseent shall be entered until the inheritance tax; if any; hes
been determined and paid-
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Secd 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 removmg,
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;

(5) An order permitting, or refusing to permit, the filing of a
clmm, or allowing or dlsallomng 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,
oll; ll:l:akmg, or refusing to make, an allowance 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 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 refusmg 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
inheritanoe 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.d39. 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 inherilance 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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inheritanee 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.

See. 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; 292.031;
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 297A.01, is amend-
ed by adding a subdivision to read:

Subd. 15. “Farm machinery” means new or used machinery,
equipment, implements, accessories and conirivances used directly
and principally in the production for sale, but not including the
processing, of livestock, dairy animals, dairy products, pouliry 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, lvestock 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 297A.02, is amended
to read:

207A.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 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 297A.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 info Minnesota if
such motor vehicles were acquired more than three months prior
to its transport into this state.

Notwithstanding any other provisions of sections 297A.01 to
297A.44 to the conirary, 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 297A.25, subdivision 1,
clause (i) is subject to the tax imposed by this section.

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

297A.24 [TAXES IN OTHER STATES.] If any article of
tangible personal properiy or any item enumerated in section
207A.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 297A.01 to 297A.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 l:l.lerein fixed and the rate by which the
previous tax was computed. If such tax imposed in such other
state was four percent ai the rate set in section 297A.14 or more,
then no tax shall be due from such person under section 297A.14,

Sec. 5. Minnesota Statutes 1978, Section 297A.25, Subdivision
1, is amended to read:

297A.25 [EXEMPTIONS.] Subdivision 1. The following are
speciﬁcially exempted from the taxes imposed by sections 297A.01
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
prcez;lucts, coffee and coffee substitutes, tea, cocoa and cocoa prod-
uces;

(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;

{¢) 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 taxzing;

(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 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
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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
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, 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
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,



53RD DAY] MONDAY, MAY 14, 1979 2087

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
]t]haq 12 months, are included within the exemption provided
erein;

(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;

{i) 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 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 pgross 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
1801, 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;

(i) 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 auxiliery 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,

(i) 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 I 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. 8b. [CLASS 3g; SMALL BUSINESS TAX CREDIT.]
(a) All nonresidential real property devoted to commercial use
shall constitute class 3g, and shall be valued and assessed at 43
percent of the estimated market value thereof. The property tax
to be paid on property classified pursuant to this subdivision 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 revenue 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 revenue 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.

{¢) Payment shall be made according 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 shell 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 |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 rate of
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 prouvisions 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
gy 3 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
2¢, is amended to read:

Subd. 2¢. [SCHEDULE OF RATES FOR INDIVIDUALS,
ESTATES AND TRUSTS.] (a) For taxable years beginning after
December 31, 1977 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 raies:

(1) 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 eighi-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, 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 and net ever $40,000 , sixteen per-
cent 3

13} On all ever $40,000; seventcen percenst.

(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 thai 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 13.64 percent until January 1, 1974
and 12 psceent thereafter the rate provided in section 290.06,
subdivision I; (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 liguidation thercof
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 ad-
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
levied 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 I. 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 o 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 Ievies 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 state formula aids pursuant to section 477A.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.
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(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 80 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
80 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 275.50
to 276.59. On or before July 1 of 1877 and each subsequent 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, 3997 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:

g

275,53 [GOVERNING CENSUS.] Subdivision 1. For the pur-
pose of determining the 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 477A.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 subdivisien sub-
divisions 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. 1a. 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 distribute $52 make available for distribution $64 for
each person residing in the ‘erritery comprising each state
for the calendar year 1878 1980 and $59 $70 for calendar year 1879
1981 to the several taxing authorities, except school districts, with
authority to impose taxes on property located in the eounty’s torri-
tory state. For purposes of this subdivision the number of persons
residing in a eounty the state shall be the 1970 federal census popu-
lation. Fer the purposes of scbdivisions 1; &; 4; 4a and 4b; the coun-
ties of Anoka; Carver, Dakota; Hennepin; Ramser Seott; :
the eity of Now Prague; and Washingion shall be censidered a
single county: That portion of the eity of New Prague which is in
Seott county shall be treated as if it is in LeSueur countys

Sec. 6. Minnesota Statutes 1978, Section 477A.01, 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 tf;e 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 1978 1980 pur-
suant to subdivision 1. shall be divided among the several cities and
towns in the ceunty’s terzitory in the propertion that the produet of

the ety or town’s 1070 fodoral eensus population or the average
of the eity’s or townls 1070 fzderal census population and its eus-
rent pepulation as deterssined under the provisions of seetien
275-53; whichever is greater; Himes

48> In the ease of a city or town outside the metropolitan area
as defined in seetion 473121, subdivision 2, oF a ecity other than a
eity of the first elass or town inside the meotropolitan azeca; the
sum of its average eity or town mill rate for the three immediately
preceding years divided by three; or
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by In the caso of a first class eity loeated within the metro-
pelitan area; the sum of £i) 60 pereent of the deollay ameunt of its
levy limitation and ifs cpeeial levies pluc (i) 40 pereent of the
dellaz ameunt of s actusl levy; divided by its taxable value ad-
justed for the eontributions and distributien required by chapter
473F; for cach of the three immodiately preceding years divided
by three; times

its eity or town 1075 acgresate sales zatio as deter=ined by the
eommissioner of revenue bears to the sum of the produet of that
eaclie?ilah?eﬁ for all eities and towms in the ferritery: stale 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 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 @ distribution equal to that
which it received pursuant to Minnesote Statutes 1978, Section
477A.01 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 477A.01 for 1979, plus the sum
or; $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 city or town will receive a distribution egqual 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
emount 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.01,
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 levied
in 1978, multiplied by .85, plus the amount of the distribution it
received for 1979 pursuant to Minnesota Statutes 1978, Section
477401,

(ii) A preliminary stote 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 477A.01 for 1979, plus the sum
g); 5$§3multiplied by its population as determined under section

If the average equalized mill rate of the city or town is greater
thon 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 83 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.01, 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 vear's distribution under Minnesota Statutes 1978,
Section 477A.01 by more than the following percent: if a city
received more than $100 per capita in 1979 pursuant to Minnesota
Statutes 1978, Section 477A.01, using the population determined
pursuent 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 350 per copite but less than or
equal to 375 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 Minnesote Statutes 1977, Section 477A.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
477A.01, 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 emount 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 477A.01, using the population deter-
mined pursuant to Minnesota Statutes 1978, Section 275.58, 12
percent; if more than $75 per capita but less than or equal to
8100 per capita, 15 percent; if more than 850 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 38%9 1981 pursuant to
subdivision 1 shall be divided among the several cities and towns in
the eounty’s territory in the propertion that the of

the eity or town’s 1070 federal census population or the average
of the eity’s or townls 1070 federal ecnsus population and its cur-
rent population es determined under the provisions of sectien
275:63; whichever is greater; Himes

{a} in the case of & ity or town outside the motropolitan area
as defined in seebicn 473.3121; subdivision 2; or a eity other than a
eity of the first elass or town inside the metropolitan ares; the sum
of its average city or towm mill zate for the three immediniely

ing years divided by three; or
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€b) In the ease of a first class eity loeated within the metre-
pdﬁanapea;thesumei{;}é@pereen%efthedsﬂa;ameun%eétﬁz

s city or town 1077 aggregate sales ratis ac determined by the
commissioner of revenue bears $o the sum of the preduet of that
Wﬁfaﬂmmmmmmsmemm.
v erein:

(1) Funds shall be distributed to all cities and towns which are
not subject to the levy limitations imposed pursuant to sections
2756.50 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) 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 city or town will receive a distribution equal to that
which it received pursuant to clause (a), for 1980, plus the sum
01; $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), paragreph (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 facior 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 477A.01 by more
than the following percent: if a city received more than $100
per capita in 1980 pursuant to clouse (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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3100 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 toun shall be divided by the sum of the
final state aid factor increases for all cities and towns receiving
distributions under this paragroph; 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 pursuani
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-
sugnt to clause (a), but which does not exceed the amount of
the city’s or town’s 1980 disiribution 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 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 capiia, 20 percent.

(vi) If the amounis 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
vear, 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 1a 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 pursuani
to this section in the manner indicated in Minnesotae Statutes,
Section 477A.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
477A.01, 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 1. The following words
and phrases when used in sections 1 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
raflroad transportation services, including without Ilimitation
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
gozzzg business in Minnesota shall be assessed as otherwise provided
y 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, rules 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 I to 13.

Subd. 2. The commissioner for good cause may extend the time
for filing the report required by subdivision I.
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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 altend,
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 examing-
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 the
raifroad 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 3¢ 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 is 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 formula which he has
uset?' 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
formula 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 relatin
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 files 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 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 hearings, except as provided in section 2. In establishing
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 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
shall constitute the fair market velue 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 agpealable
to the tax court in accordance with chapter 271. Appeals by rail-
road companies under this act shall be taken ggainst 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 compenies 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
Marceh 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 payvable 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) Al 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 egualized by the revenue
comissioner 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 miore
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
bonds 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 including 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 commissjoner 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 remaing in effect.

Sec.d 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 fwo 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 fwo percent thereon shall become due and payable to
;che state of Minnesota, in manner provided by law, on September

irst.

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 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 is effective
after December 31, 1978,

ARTICLE VIII: PAYMENTS IN LIEU

Section 1. [DEFINITIONS.] Subdivision 1. For the purpose of
sections I 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-eadministered 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 lo the counties shall be made from the general
fund during 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 general 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 generol 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
to:gnship and the county general revenue fund on a pro rata basis;
an

(¢) 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 $50,000, 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 permitted to be levied in 1976 payable 1977
computed pursuant to Minnesota Statutes 1976, Section 275.51,
Subdivision 3¢, 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 1a; 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), (¢), (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, sez-
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 477A.01 and taconite
taxes and aids pursuant to sections 294.26; 208.26; 208.28, sub-
division 1; and 298.282 ; ; and the payments in lieu of taxes to g
county pursuant to section 2 which are reguired 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
208.28, 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){¢) shall not be deducted
from the levy limit base of the counties that receive that aid. The
resulting figure is the amount of property tazes which a govern-
mental subdivision may levy for all purposes other than those
for which special levies and special assessments are made.

978'30 6. [EFFECTIVE DATE.] This article is effective July 1,
1979,

ARTICLE IX: CIGARETTE TAX ADMINISTRATION

Section 1. Minnesota Statutes 1978, Section 270.06, is amended
to read:

276.06 [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 prop-
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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bers 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 prescribe;

(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
ﬁs 1inay be required or imposed upon the commissioner of revenue
y law;

(14) The commissioner of revenue may promulgate rules and
regulations for the administration and enforcement of the property
tsfui. 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

Seci':iion 1. Minnesota Statutes 1978, Section 292.04, is amended
to read:

292,04 [EXEMPTIONS.] The following transfers by gift shall
bﬁ 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 corpo-
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 18 21 years; and

(b) Will to the extent not so expended
(1) pass to the donee on his attaining the age of 18 21 years and

(2) in the event the donee dies before attaining the age of 18
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
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 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 confribution 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 certain 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
use 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, 2¢, 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 1; 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.-
01. by adding a subdivision; 297A.02; 297A.14; 297A.24; 297A.25,
Subdivision 1: 352.15, Subdivision 1: 353.15; 354.10; 354A.11;
477A.01, Subdivisions 1, 2 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; 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 1. 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 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; 292.0%;
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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él‘l)w 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

“3}:53%?) 02’ line 3, strike everything through “of” and delete

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 Solon
Ashbach - Gearty Knutson Perpich Spear

Gunderson Laufenburger Peterson Staples
Benedict Hanson Lessard Pillshury . Stokowski
Bernhagen Hughes Luther Purfeerst Strand
Brataas Humphrey McCutcheon Renneke Stumpf
Chenoweth  Jensen Menning Rued Tennessen
Chmielewski Johnson Merriam Schaaf Ueland, A.
Coleman Keefe, J. Moe Schmitz Ulland, J.
Davies Keefe, S, Nelson Setzepfandt Vega
Dieterich Kirchner Nichols Sieloff Wegener
Dunn Kleinbaum  Ogdahl Sikorski Willet
Engler Knaak Olhoft Sillers

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 veas 21 and nays 32, as
follows:

Those who voted in the affirmative were:

Ashbach Engler Knaak Renneke Ulland, J.
Bang Frederick Knoll Rued
Bernhagen Jensen Knutson Sieloff
Brataas Keefe, J. Ogdahl Sillers
Dunn Kirchner Pillsbury Ueland, A.

Those who voted in the negative were:
Anderson Dieterich Johnson Menning Olson
Benedict Gearty Keefe, S. Merriam Perpich
Chmielewski Gunderson Kleinbaum Nelson Schaaf
Coleman Hanson Luther Nichols Schmitz

Davies Humphrey MecCutcheon Olhoft Solon
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Spear Stokowski Tennessen Vega Wegener
Staples Stumpf

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 1
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, 1877 1978, the income taxes im: by this chapter
upon individuals, estates and trusts, other 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 $500 $600, one and six-tenths percent;

(2) On the second $500 $600, two and two-tenths percent;

(3) On the next $1:000 $1,200, three and five-tenths percent;
(4) On the next $1;0600 $1,200, five and eight-tenths percent;
(5) On the next $1;000 $1,200, seven and three-tenths percent;
(6) On the next $1;000 $1,200, eight and eight-tenths percent;
(7) On the next $2;000 $2,400, ten and two-tenths percent;

(8) On the next $2;000 $2,400, eleven and five-tenths percent;
(9) On the next $3,600 $4,200, twelve and eight-tenths percent;

(10) On all over $12,500 $15,000, and not over $30;000 $24,000,
fourteen percent;

(11) On all over $30,000 $24,000, and not over $27:600 $33,000,
fifteen percent;

. {(12) On all over $27,600 $33,000, and not over $48,000 $48,000,
sixteen percent;

(13) On all over $40,000 $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 subdivigion, 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 2¢ ; and 3c ;
anrd 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 84,800 $5,280 or
ess;

{b) A claimant with one dependent, with an income of $5,800
$6,240 or less;

(c) A claimant with two dependents, with an income of $6,800
$7,200 or less;

(d) A claimant with three dependents, with an income of $7;800
$8,040 or less;

(e} A claimant with four dependents, with an income of $8,400
$8,760 or Jess; and

(f) A claimant with five or more dependents, with an income of

$8;800 £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 Qozﬂglly with the provisions of section 290.012 and
:ll:ls s;.xbdjvision. claimants shall submit their returns on

ese 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. 3f. [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 chove.
The taxable net income brackets in subdivision 2¢ 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 ofter 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-
divigion 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 as provided in section 200:072; ivision 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 290.08, subdivision
3d, a spouse except a divorced or separated spouse shall be con-
sidered to be a dependent.

_ Bec. 2, 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, 4977 1978, the taxes due under the computation in
aocordagce with section 290.06 shall be credited with the following
amounts:

(1) In the case of an unmarried individual; and; except as pro-
n 8 in the case of the estate of a decedent, 340
$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, $80 $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, $40 $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 of the kind referred to in seetion 290.072; subdivision 3 for
support of minor children under a temporary order or final decree
of dissolution or legal separation , shall not be considered a pay-
men(}: by the husband other spouse for the support of any de-
pendent.

(4) (a) In the case of an unmarried individual who has attained
;he age of 65 before the close of his tazable year, an additional $20
48 -

(b) In tﬁe case of an unmarried individual who is blind at the
close of the taxable year, an additional $20 48; '

(c¢) In the case of a married individual, living with husband or
wife, an additional $20 $48 for each spouse who has attained the
age of 65 before the close of the individual’s taxable year, and an
additional $20 $48 for each spouse who is blind at the close of the
individual’s taxable year. If such husband and wife make separate
rﬁtums, 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 $20 $48.

(f) In the case of a married individual, an additional $20 $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 $20 $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.

(i) In the case of an unmarried individual who is quadriplegic
at the close of the taxable year, an additional $48;

(1) In the case of a married individual, living 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
support from the taxpaver, and who is a quadriplegic at the close
of the taxable vear.
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456} {a) H en unmarried individual qualifies for twe or more ad-
ditienal eredits under the provisions of clauses £4) {a)y ) )
and {4} {e); the total amount of his eredit shall be inereased by
$10 for cach additional credit in excess of one:

{b}ﬁam&:ﬁed-indiﬁdualquaﬁﬁesﬁefmerqibhaaeneaddi-
tional eredit for either spouse under the provisiens ef elauses
e} and (4HE); the total amount of his eredit shall be in-
ereased by $10 for each additional eredit in oxeess of one per spouse:

£6) (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;

£ (6) In the case of a non-resident individual, credits under
paragraphs 1, 2, 3; 4 and 5 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 ¢ base year. The credits provided in this subdivision shall
be increased by that percentage rounded to the nearest dollar to
produce the inflation edjusted 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 amounis
for the taxable yvear 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.] In lieu of the eredit against tazable net
income provided by section 290-21; subdivision 3; elause {e); A
taxpayer may take a credit against the tax due under this chapter
of 50 percent but not more than $25 $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 £58 $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 signed an agree-
ment to limit his campaign expenditures as provided in section
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10A.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 their expenditures. For purposes of this sub-
division, “candidate” means a candidate as defined in section
10A.01, subdivision 5, or a candidate for United States congres-
stonal office from the state of Minnesota. A taxpayer taking a
credit pursuant to this subdivision may not deduct a contribution
under sectign 4. The department of revenue shall provide on the
first pagle 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
contributions 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 deduction 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 religious, 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 ownershlp 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 exclusavely Tor 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 individusl, 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-
uval 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,

-:e}te&pohhealparty—&sde&nedmseehen%%s&bm

ez a ; a9 in section 210A-0%; or &
political eause when sponsored by any parby or association or com-

a5 defined in seetion ; ik & maximan ameount Rot
1o execeed the following:

1) eontributions made by individual natural persens; $100;

+2) coniributions mede by a national commitiecman; natienal
committcowoman; state chairman; or state chairwoman of a peliti-
eal party; as defined in seetion 200:02; subdivision 7; $1;000;

43) centributions made by a eongrescional distriel commitice-
man or committcewoman of a pelitieal parby; as defined in seetion
200-02. subdivision ¥; $350;

4 eentnbuhensmadebyaee%eh&}meraeoaﬁtyehaﬁ
B e, Poutiesl paxty; as defined in scetion 20003, subdin
sien 7; :

(f) In the case of an individual, the total credit against taxable
net income allowable hereunder shall not exceed 30 percent of the
taxpayerls Minnecsta gross incomo as follows:

4} the aggregate of contrbutions made Lo orpanizations speei
%ndm(—a—)—{b}aad{d}shaﬂnetaxeeedtenpereenteithempay
er’s Minnesota grocz incomea;

4ii) the total credits under this subparagraph for any {exzable
yvear shall not execod 20 percent of the taxpayer's Minnosote gress

meeme—hpa—ppesesefthmsubpamgmph—thee;ed&tsanderth&s
sectien shall be compuited without regard to any deduetion allowed
under subparagraph (i) but shall take into acecunt any contribu-
tions described in subparagraph ) which are in excess of the
amount allowable as a eredit under subparagraph (i)s 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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(it} 50 percent of the taxpayer's Minnesota gross income in the
case of contributions or gifts described in clauses (a), (b) and (d),
r('g;iuced 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 emount 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,

€g#3(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.

43 (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 prescribe: ,

4} (i)_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, as 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 111
INCOME TAX RATE REDUCTION

Section 1. Minnesota Statutes 1978, Section 290.06, Subdivi-
sion 2c, is amended to read:

Subd. 2¢. [SCHEDULE OF RATES FOR INDIVIDUALS,
ESTATES AND TRUSTS.] (a) For taxable years beiinning
after December 31, 1977 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;

(30) 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 and net over $40,000; sixteen percent 3

13) On all ever $40,000; seventeen pereent .

(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 com-
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
;mounts to 50 cents or more, in which case it may be increased to
1.

ARTICLE 1V
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 kin?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, 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 ex-
elfn;;g 5f£om federal income taxes under the Internal Revenue Code
o H

(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 ezpense 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 taxzable year, received as refund or credited to an-
other taxzable 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 tazable 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 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 Intermal 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 attiributable 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
included in federal adjusted gross income; :

(12) Interest income from qualified scholarship funding bonds
as defined in section 103(e) of the Intermal Revenue Code of
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 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 instru-
mentalities;

(14) The amount of any ezcluded 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 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 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 2904,
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 & 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. The mexi-
mwm amount of this subtraction shall be $7.200 less the sum of
year; tb) railread retirement benefits received during the taxable
year; and Le) the ameount by which the individual’s federal ad-
jastedgmssineemeexeeeds%@@@:latheeaseef&vel@teer
ﬁ*e&ghtefwhereeeivesaa;mlumaﬁlumpsuﬁdmtnbuhensi
his pension or retirement benefits; the mammum ameunt of this
shall not be reduced by the amount of the individual's federal

j gross income in exeess 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 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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(8) 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
taxabla 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 liguidated 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 280.972 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 tazable 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 shali 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 tazable 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
tazable year shall be treated as gross income for the year in which
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actually received, but only to the extent 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 taxzable 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 federa] tazable 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 of any trade or business; and income derived
from any source; except that gross income shall not include
“gzempt 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.

(1) 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 tazable 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
yvears 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
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
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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 taxzable
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 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, 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 no!
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-
cluded in federal adjusted gross income;

(12) Interest income from qualified scholarship funding bond-
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;

{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
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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) (1),

(b) Modifications reducing federal adjusted gross imcome.
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 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
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
benefit, 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)
railroad retirement benefits received during the taxable year, and
(¢) 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 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 taxzpayer’s federal tax
liabilty 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 1974 or later; and

(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 Minnesotae; and

€9} (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 befere 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,
hut has not made an election under section 290.972 of this chap-
ter, sha!l 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 sharcholders 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 liguidated 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 vear
immediately preceding the effective election under section 290.972
the corporation has a reserve of undisiributed 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 taxzable 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 tazable 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 tazable 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 expendi-
tures, made by the taxpayer on ¢ Minnesota building of six dwell-
ing units or less in a taxable year, may be deducted from the tax
due under this chapter for the taxable year.

A “renewable energy source expenditure” which qualifies shall
include:

(a) Expenditures 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) Expenditures 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;

(¢) Expenditures for biomass conversion equipment which pro-
duces ethanol, methane or methanol for use as a liguid fuel which
is not offered for sale; and

(d) Expenditures 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 eredit.

If @ 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.
g‘;z; credit shall not exceed the amount of tax due under chapter

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 o 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, (¢) (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

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 tazable net income in excess of
the applicable credits allowed under section 290.21 the zate of
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 rate shell be 1364 pereent until January 1; 1074 and 12
percent thereafter; (b) the basic date for the purpose of comput-
ing gain or loss and depreciation shall be January 1, 1940, instead
of January 1, 1933; {e)}(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 {d)}(¢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

Segtion. 1. [290B.01] [DEFINITIONS.] As used in sections
1to06:

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

(1) the administrative management of any of the enterprises
described in clauses (a) through (e).

Subd. 3. “Qualified employee” is an individual who is employed -
bJ;z the taxpayer in the operation of the new business facility and
WwhRo 18:

{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 fulltime 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 replacement 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 taxpaver 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 factlity.

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 s 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 (i) 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 texable 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
entitled to the credit provided under sections I to 6.

Sec. 3. {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: (1) 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
average number of qualified emplovees shall be determined by
substituting the number of months that the facility is operated for
the number 12 in clause (a) (2},



53RD DAY] MONDAY, MAY 14, 1979 2143

(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 vear 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 lability attributable to a
new business faciity equals the product of: (1) the texpayer's
total income tax liability incurred under chapter 290 as computed
after application of the credits, except the credit allowed under
sections 1 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
vear.

(c) The “payroll fuctor” 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. [220B.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
which 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 @ revenue
producing operation may qualify as a new business facility.

Subd. 3. If a taxpaver expands an existing facility by making
a capital investment that exceeds the lesser of:

(1) $1,000,000; or

l(2) the amount of his capiltal 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 vears 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 ﬁlgd 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 taxeble 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 s entitled
to claim the credit for the number of taxable years remaining
in the ten vear 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 taxpaver. The taxpaver 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 s 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 I 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 is so used and
which is included in section 290.09, subdivision 7, paragraph (A)
(a) that is installed and eperatod within Minnesota exclusively to
prevent pollution of air; waler; or land in aceerdence with engi-
neering prineiples asved by the Minnesota pollution centrol
ageney; may be deducted frem 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 tazable year as
does not exceed 850,000 $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,



2146 JOURNAL OF THE SENATE [63RD DAY

1) a eredit carryback to emeh of the three tazeble years
preceding the unuscd eredit year; and

42) a credit carryover to each of the seven 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 {en four taxable years to
which {by reasen of {1} and {2)) such credit may be carried and
then to each of the other nime 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 carrybaek er carryforward allowable under this para-
graph) shall in no event exceed $50;000 $75,000.

(c) This subdivision shall apply to property acquired in taxable
years beginning on or after January 1, 1869 1977.

Sec. 2. Minnesota Statutes 1978, Section 290.06, Subdivision 9a,
15 amended to read:

Subd. 9a. [FEEDLOT POLLUTION CONTROIL 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. The eredit provided for in
subdivision @ chall terminatc en December 2L, 1976. The eredit
provided for in this subdivision chall terminate on Deecember 3%
1980; execpt any amounts that are earried forward to a subsequent
year :nay be taken ac a credit in s2ech subsequent years:

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
the 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:

1298.028] [POLLUTION CONTROL TAX CREDIT.] Subdi-
vision 1. A credit of five percent of the net cost of equipment used
primarily to abate or control pollutants to meet or exceed siate
laws, rules or standards to the extent the property is so used may
he deducted from the tax due under this chapter in the first vear
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 railrood 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
avatlable 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]1 [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
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 date 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-
ever accurs first.

Sec. 3. Minnesota Statutes 1978, Chapter 270, is amended by
adding a section to read:

[270.821 [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 setting 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:

1270.83] [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 memorandae 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 teking 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 shail
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
vafue 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 velue 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 railroud 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 end such
further information es 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:

1270.86]) [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 conformily 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 standerds 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 itaxing 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 eppeal 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 pavable. 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
additionel tax sholl 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 dotes 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 amount 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;

(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 housechold 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 ge 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 distrib-
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) Al 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 gontrol 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 five two percent thereon shall become due and payable to
;,he state of Minnesota, in manner provided by law, on September

irst.

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 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 kind 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 trusts, 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, 1974.

(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
gross income and which became effective for taxable years ending
before January 1, 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
Jjurisdiction, 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 vear;

(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, 1976 1978, to the extent of the
credit under section 38 of the Internal Revenue Code of 1954, as
amended through December 31, 1976 1978, thai 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;
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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, 1976 1978, if the nonprofit
corporation is domiciled outside of Minnesota;

(13) Exempt-interest dividends, as defined in section 852(b)
(3) (A) of the Internal Revenue Code of 1954, as amended
through December 31, 1976 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, 1976
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 realized 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 inciuded in tederal 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
2904, 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, 1977 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
mvoluntary 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
a;r;)unt 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 Ii-
ability under section 38 of the Intemal Revenue Code of 1954, as
amended through December 31, 1976 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).

{¢) 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 liguidated 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 shali 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
notf 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 274 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.

(1) 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, 1996 1978, shall be apphcable in
determining the availability of any deduction under this subdi-
vigion,

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, 1996 1978, and to which sections
856 to 858 860 of the Code app]y for the tazable year, may deduct
its dividends paid to the extent permitted by section 857{hy £2)
£C) 857(b) (2) (B) of the Code: and ite capital gains dividends
paid as dofined and limited by seetion 857<b) {3} {C) eof the
Gode. 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 excess amount
determined and subjeeted to available for the alternative tax
under section 857(b) (3) (A) (i) of the Code shall be included in
gross income subject to the deduction provided by section 290,16,
subdivision 4.

Sdec. 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 beginning after December
31; 1996; a tax which, in the case of a remdent mdmdual estate or
trust shall be equal to 40 percent of the amount of the taxpayer’s
minimum tax Yability for tax preference items pursuant to the
provisions of sections 56 55 to 58 and 443(d) of the Internal
Revenue Code of 1954 as amended through December 31, 1976
1978 except that for purposes of the tax imposed by this sectlon,
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,
transier 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
Yyears. In the case of a taxpayer other than & corporation, an
emount 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.

Seec, 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
Iollowing exceptions:

(1) 1f 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 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 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 followmg 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 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 terminate the
trust;

(d) Property passing without full and adequate consideration
gnder a general power of appointment exercised by the decedent
y 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 (&), (b), (¢) and (d) of this clause (4).

Clause (4) shall not apply to property which constitutes a right
to receive an itemn of income in respect of a decedent under sec-
tion 290.077. Nor shall it apply to restricted stock options de-
scr(iibedhin 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
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 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 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 pmperly 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 federal 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, while 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 anmiity 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 Seetion Sections 404 or 408(k) of the Internal Reve-
nue Code of 1954, as amended through December 31, 1876 1978
as adapted to the provisions of this aet chapter under regilations
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, 1876 1978) and which does not

(1) have {except as providsd in subdivision ) 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, 1976 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,
HTE 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) steek which

1) is eommunity property of a husband and wife {or the in-
come from which is community ineome) under the applicable
eommunity property law of a state; or

{:}mheldbyahusb&nd&ndmfe&sjemtfena&t&tenaatsby
the entirety; or tenantc in common; oF

£3) was; en the date of death of a spouse; stock deseribed in
paragraph (1) or {2); and is; by renson of such death; held by the
estate of the deceased spouse and the surviving speuse; oF by the
estates of both spouses; (by reason of their deaths o the same
datc); in the same proportion as held by the spouses befsre such
dzath; or

{4) was; on the date of the death of a surviving spouse; stock
deseﬂbedmpafagfa—ph{s-)-aﬂdis-byfe&senofsuehde&th-
held by the estatec <f both cpouses in the same proportion as held
by the spouses before their deaths; shall be treated as owned by
one sharcholder; g husband and wife (and their estates) shall be
treated as one shareholder.

Sec. 10. Minnesota Statutes 1978, Section 290.971, Subdivision
6, 1s 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 3%, 18%6 1978.

(b} A trust which was described in subparagraph (a) immed-
iately before the death of the granior 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 grantor, the preceding
sentence shall be applied bv substituting “2-vear period” for “60-
day period.”’

(2) A trusé 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 (1), 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 Statutes 1978, Section 290.972, Subdivision
1, is amended to read: '

290.972 [ELECTION BY SMALL BUSINESS CORPORA-
TION.] Subdivision 1. [ELIGIBILITY.] Exoe%t as provided in
subdivision 6 any small business corporation subject to the laws
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.

1) on the first day of the first taxable year for which such
ion is effective; if such eleetion is mede on or before sueh
first day; or
2) on the day on which the election is made; if the cleetion
is made after such first day;
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 first month of sueh preceding taxable year, or at any
time during the menth preceding such first month 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 vear, and

(b) such election is made after the first 75 days of the taxable
year and on or before the last day of such taxable 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 extend 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
vears 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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4) on the first day of the first taxabls year of the corperation
for which the eleetion is effeetive; if such election is made on er
before such firet day; o

i) on the day on which the election is made; if such election is
made aftor such firzt day,

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 and
for all succceding taxable years of the eseperation: 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) IREVOCATION.] 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 vear 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 taxzable 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 less 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 Intemal 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.| “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
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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’ 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

(a) amounts excluded pursuant to the Intemal Revenue Code,
Sections 101(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;

(¢) gifts from nongovernmental sources;

(d) surplus food or other relief in kind supplied by a govern-
mental agency; er

(e} relief granted under sections 2%3.012; subdivision 2 er
250A.01 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.] In the next and subse-
quent editions of Minnesota Statutes the revisor of statutes shall
substitute the words “Internal Revenue Code of 1954, us 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 1, 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
toread: -

273.11 [VALUATION OF PROPERTY.] Subdivision 1. Except
as provided in subdivisions 2 and 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 dadopt 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 descripfion 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 Iot 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.

Subd: 2; {a) The ascessor after determining the zalue of any
property shall eompare the value with that delermined in the
assessient. Netwithstanding the provisions of geetion
27317, the ameount of the increase entered in the eurrent assess-
ment shall not exceed iten pereent of the value in the preceding
assesement oF one fourth eof the total amount of the inerease in
valuation whichever is greater: the exeess shall be entered in a
subsequent year or years; provided; however; that if the amount of
the inerease in market value is

{i) more than ten percent but ne mere than 20 percent; the
exeess shall be entered in the following year:

) meore then 20 pereent but no more than 40 percent; ien
pereent shall be entered in each subseguent year until the aznouns
remaining $o be eniered is less than 10 pereent in whieh case the
amount remaining will be entered in the next subsequent year; or

i) more than 40 pereent; the execess shall be entered ezually in
the three gubseguent years:

) In the ease of property deseribed in seetion 273-13; subdi-
vigions 6; 7; 7b; 10; 12 17; 17b and 19; plus oll agricultural prep-
ertyaadaﬂfe&les%&tedevetedtetempﬁafyandseasenal%
dential oceupaney for recrentional purpeses which was nob subject
mtheh%pemmmmhaﬁmmewthe%er
the 1974 ascessment that was previously previded pursuani to
Minnesote Statutes 1874, Seetion 273.11; Subdivision 2; the value
tebeusedferlewfiﬂgthe%taxespay&bleiﬁ}mghaubeset
at the average pereeat of market value used for the respeetive
elass of property in the 1975 tax lovies in its assessment distriet if
the market value as determined by the assessor pursuant 4o see-
tien 273.11; cubdivision 1 excceds by more than fen pereent the
limited market value establiched for that elass of property. Sueh
property chall subsequently increase in velue for property tax
purposes as preseribed in clause La)-

Subd. 5. Notwithstanding any other provision of law to the
contrary, the limitation contained in subdivisions subdivision 1 to
& shall also apply to the authority of the local board of review as
provided In section 274.01, 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
and27016~andaﬂymereasee#ee$edbytheeebea¥dseve£%he
val&&tieneaﬂeﬁﬂybemgareémeemputmﬂtﬂesahﬂbeadded
to the previous assessed valuation in annual inerements as pro-
vided in subdivision 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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S;c. 2, Minnesota Statutes 1978, Section 273.122, is amended to
read:

273.122 |FLEXIBLE HOMESTEAD BASE VALUE.] Subdi-
vision 1. [HOMESTEAD BASE VALUE.] For 1875 and prer
years the 1979 assessment, the homestead base value shall mean
$12:0600 $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 velue shall mean $50,000
of market value of any property assessed pursuant to section
273.13, subdivisions 6 and 6a which qualifies as homestead prog-
erty for assessment purposes. The homestead base value shall be
éncreased in any subsequent assessment year as provided in sub-

ivision 2.

Subd. 2. [HOMESTEAD BASE VALUE INDEX.] In assess-
ment years subsequent to 1978 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 1874 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 $566 $1,000 in
the following assessment year. On or before December 1 of any
year preceding an assessment year the commissioner 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 3314 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 /evied in 1977 1979, pavable in 1078 7980
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and subsequent years, agricultural land and real property devoted
to temporary and seasonal residential occupancy for recreation
purposes which is classified as clasz 3 shall be assessed at 81 25
percent of its market value; and for tazes assessed in 1978; payable
in 1070 and thereafter- it chall bo assessed at 30 percent of ite
market 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
class 1 hereof, and which is used for the purposes of a homestead
shall constitute class 3b and shall be valued and assessed at 10 15
percent of the market value thereof in 1877 1979, for taxes payable
in 1978 1980, and et 18 pereent thereafter subsequent years, The
property tax to be paid on class 3b property as otherwise deter-
mined by law not exceeding $20 240 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 45 50 percent of the tax; provided that the amount of
said reduction shall not exceed $325 $525. Valuation subject to
reliof in 1077 for tazes payeble in 1078 shall be limited to 120 aeres
of land. most eonidizuous surreunding; or bordering the house
cecupiod by the ewner as his dwelling place; and; such other strue-
tures as wmay be included thereon utilized by the owner in an
agricultural pursuit: For taxes levied in 1898 1979 and

years; Valuation subject to relief shall be limited to
180 240 acres of land, most contiguous surroundings, et 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 3%+ 25 percent of its market
value in 187% 1979 for taxes payable in 3978; 1980 and et 30
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
aw,

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 pariner thereof who is residing on the land and actively
engaged in farming of the land owned by the corporation or part-
nership. Such a homestead shall not exceed 180 240 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 farming 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 3¢, and shall be
valued and assessed at 22 20 percent of the market value thereof
in 1937, 1979 for taxes payable in 1978; 1980 and at 20
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, shail be
reduced by 45 50 percent of the amount of such tax; provided that
the amount of said reduction shall not exceed $325 $525. If the
market value is in excess of the sum of the homestead base value,
the amount in excess of that sum shall be valued and assessed at
36 33-14 percent of market value in 1977; 1979 for taxes payable in
1978, 1980 and a$ 33-15 pereent 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 exempi 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
veteran’s disability; or (¢) 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 States Code Annoviated, Scciion 228b{a}b; 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 purposes shall be reduced by 45 50
percent of the amount of such tax; provided that the amount of
said reduction shall not exceed $325 $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 21 25 percent in 19%7%; 1979 for
taxes payable in 1978 1980 and 30 pereent thereafter subsequent
years, in the case of agricultural land used for a homestead and 36
33-14 percent in the case of all other real estate used for a home-
stead for taxes payable in 1978 and 33-14 percent for taxec pay-
able in 1979 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 {o 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 45 50 percent of the
amount of the tax in respect of said value as otherwise determined
by law, but not by more than $325 $525.

Sdec. 8. Minnesota Statutes 1978, Section 273.132, is amended to
read:; ]

273.132 [STATE raAaip AGRICULTUKAL 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, but
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not devoted to commercial purposes, by an amount that would be
produced by applying a rate of tea 12 mills on the property. The
amounts so computed by the county auditor shall be submitted to
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 thai 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. The newly aczsessed property shall be valued
initially at a valuc not exceeding the average pereent of market
value used in the tax lovies for ils respeetive class of property in
s asseszment district if the mazket value as determined by the
ascescor pursuant to seetion 273-11; subdivision 1 exeeeds by mere
than ten pereent the limited market value established for that
class of property: The assessmen: shall be inercased to market
value in annual izeremonts as provided in ceetion 273.11; subdi-
wision 2 until cuch titmo as the property 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 sha]l 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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(2) amounts excluded pursuant to the Internal Revenue Code,
Sections 101(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; er

(e) relief granted under sections 273.012, subdivision 2 or
290A.01 to 290A.21 ; or

(1) 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 te read:

Subd. 11. [RENT CONSTITUTING PROPERTY TAXES.]
“Rent constituting property taxes” means 22 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 1877 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, i3 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 $2:909 33,599, 0.5 percent, up to $475;

3;000 3,600 to 3;999 4,799, 0.6 percent, up to $475;
4,800 4,800 to 4,889 5,999, 0.7 percent, up to $475;
5,800 6,000 to 5;899 7,199, 0.8 percent, up to $475;
6,800 7,200 to 6,908 8,399, 0.9 percent, up to $475;
%6060 8,400 to ;988 9,599, 1.0 percent, up to $475;
8,600 9,600 to 8;999 10,799, 1.1 percent up to $475;
9,600 10,800 to 9-999 11,999, 1.2 percent, up to $475;
10;600 12,000 to 10;989 13,199, 1.3 percent, up to $475;
11;000 13,200 to 11,989 14,399, 1.4 percent, up to $475;
12;000 14,400 to 19,999 23,999, 1.5 percent, up to $475;
26,000 24,000 to 22,998 27,599, 1.6 percent, up to $475;
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23.000 27,600 to $25;399 31,199, 1.8 percent, up to $425;
26,000 31,200 to 20.999 37,199, 2.0 percent, up to $375;
31,680 37,200 to 35,908 43,199, 2.2 percent, up to $350;
36,000 43,200 to 40;999; 49,199, 2.4 percent, up to $325;
41,000 49,200 to 44,989 53,999, 2.6 percent, up to $325;
45000 54,000 to 52,999 63,599, 2.8 percent, up to $325;
53-000 63,600 to 65,908 79,199, 3.0 percent, up to $325;
66,000 79,200 to 81,992 98,399, 3.2 percent, up to $325;
82.000 98,400 to 99898 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 $16:67
$13.89 per $1,000; between $26,000 $31,200 and $36;000 $43,200
decline $6 $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 and whes2
elaim iz based on $azes paid en the home he owns in an amount
equal to 35 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-
ow.

For claimants earning:

$0 to +25999 23,999, up to 5300 $1,100;

20,000 24,000 to 25:999 43,199, up to 3800 §1,100,
26,000 to 35,992 up to $650:

36-000 43,200 and over, up to $325;

provided that maximum refunds for incomes ahove §20,000
$24,000 decline according to the following schedule:

between $20;000 $24,000 and $26-000 $43,200 decline $25 §40.36
per $1,000; between $26,000 and $236.000 decline $32.50 per $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:

$0 to $18,990 23,999, up to $800 §1,000;

20,000 24,000 to 22,000 43,199, up to $800 $1,000;
23,000 to 25;:999; up to 763+

26,000 to 35,800 up te $725;

365000 43,200 and over, up to $525;

provided that maximum refunds for incomes above $20,000
$24,000 decline according to the following schedule:

between $20,000 $24,000 and $26;,000 $43,200 decline $12-50
$3.001;§166$4;999§be$ween$26;999&nd$36;99949ehe$3999¥

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 1974, 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 ivisi
subdivisions 2, 2a, 2b, and 2¢, 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 eifective homestead credit percentage for
taxe(si payable in 1975 calculated under section 273.13, subdivisions
6and 7,
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Sec. 16. Minnesota Statutes 1978, Section 290A.04, is amended
by adding a subdivision to read:

Subd. 2¢. [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 urben 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 subdivisions 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, end 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 amounis for claims based on property taxes payable in 1983
and rent constituting property taxes paid in 1982 and each suc-
ceeding vyear.

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 tuxes 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, 2q 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
vears and rent paid for occupancy only in 1979 end subsequent
years., Section 16 is effective for claims based on property taxes
pavable in 1982 and subsequent years and rent paid for occupancy
only in 1981 and subsequent years. Section 17 is effective only for
prc:iperty tax refunds based on the property toxes 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 eity or statutory or home rule charier city,
execept those erganized according to Chapter 8; Laws of 1895; 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 December 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
314 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 {o read:

Subd. 5. Notwithstanding any other law to the contrary for
taxes levied in 1977 1978 payable in 1978 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
initi issued prior to January 1; 1977 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
a(aige.ngies and subdivisions in issuing orders pursuant to this sub-

ivision;

(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;

(1) 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 govem-
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 parcels
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 are 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 Jevy funds resulting from abatements or court action in the
previous vear 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 suppoxt 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 un-
funded accrued liability of public pension funds;

(q) the amounts allowed under section 174:27 4o establish and
agﬂgister 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
Sreventiue action were not taken, which will be deemed a natural

isaster;

(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
vear 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 1878 1980, pay-
able in 1979 1981. A gevernmental subdivision may malke a supple-
mentary levy in 1977, payable in 1978, for all eests of imploment-
ing seetion 18:023 incurred in eslendar year 1977 for which a
levy was not mads in 1076; payable in 1977, For the purpese of
ealeulating the tax lowy limit base under section 275:51; for lewy
year 1077, taxes payable 1978; there shall be subtracted from the
levy Hmit bace of any governmental subdivision an ameunt equal o
H2 percent of the amount levied under sacticn 18.023 in levy year
1974; taxcs payable 1975; and included in the lewy limit base of the
governmental subdivision as a recult of Laws 1976; Chapter 437,
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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.01; 298.26; 298.28, subdivisions 1 and 1a; 298.281, subdivi-
sion 1; 298.282; and 294.26, plus

(3) one-half of the amount of the special levy authorized under
section 275.50, subdivision 5, clouse (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 8, 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 vyears,
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
vear 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 formule aids pursuant to section 4774.01 and taconite taxes
and aids pursuant to sections 294.26; 298.26; 298.28, subdivision
1; and 298.282, 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 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 properly 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 six 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 1877 1979 payable in 1878 1980 or
for taxes levied in 1878 1980 payable in 1979 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 X1V
LOCAL GOVERNMENT AIDS

Section 1. Minnesota Statutes 1978, Section 477A.01, Subdivi-
sion 1, is amended to read:

477A.01 [LOCAL GOVERNMENT AID.] Subdivision 1. The
state shall distribute $52 $64 for each person residing in the ter-
ritory comprising each county for the calendar year 1938 1980
and $59 $70 for calendar year 1979 1981 to the several taxing
authorities, except school districts, with authority to impose taxes
on property located 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 477A.01, Subdivision
4, is amended to read:

Subd. 4. The balance of the distributions in 1998 71980 pursuant
to subdivision 1, shall be divided among the several cities and
ttf»wns in the county’s territory in the proportion that the product
0

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 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 1976 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 1849 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 1977 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 distributing
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 permisstble 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 revenue and reported on the district books
of account in the same maenner 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 districis 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 dota.

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 297A.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,
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
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 aend 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 2978,
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.d3. 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 297A.02 was paid on said sales
price. ,

Motor vehicles subject to tax under this section shall be taxzed
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 sectiens 207A-01 $o
207A.44 to the contrary; the cost of paper and ink produsts ex-
cceding $3100,000 in any ealendar year; used or consumed in produe-
ing a publieation as defined in section 207A-35; subdivision 1; elause
) is subjeet to the tax impesed by this seetion:

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

29724 [TAXES IN OTHER STATES.] If any article of tan-
gible personal property or any item enumerated in section 297A.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 297A.01 to 297A.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 four pereens at the rate set in section 297A.14 or more,
then no tax shall be due from such person under section 297A.14.

Sec. 5. Minnesota Statutes 1978, Section 297A.25, Subdivision
1, is amended to read:

297A.26 [EXEMPTIONS.] Subdivision 1. The following are
speg!i;f;cialg exempted from the taxes imposed by sections 287A.01
to 207A.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, cleomargarine, 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
suggr ptgoducts, 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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imscosed 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, 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 matertals, 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 {exeept
as provuded 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 include,
without limiting the foregoing, a legal newspaper as defined by
Minnesota Statutes 1965, Section 331.02, and any supplements or
enclesures 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. Machinery, 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 Whlch
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 paris 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.

(8) 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 orgen-
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 soctal,
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 1, 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:

1) “Probate assots” means and includes property owned by a

deeedent at the time of his death required by section 524.3-706 to
be listed on a personal reprosentative’s inventery and appraisement:
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£2) “Non-probate assets” means and ineludes all preperty of
overy kind trancferred from a decedent or at or by reason of the
deeedent’s doath which is subjeet $o the inheritanee {ax impesed by
this chapter {(without regard to deductions or exemptions) and
whieh dees not eonsist of prebate assets:

(1) “Federal gross estate” means the gross estate of a decedent
as determined for federal estate tax purposes pursuant 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 who 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
whick the decedent was a resident at death.

{3) (6) “Commissioner” means ahd refers to the commissioner
of revenue of this state or any person cr body within the state de-
partment of revenue to whom he may have delegated his functions
under this chapter.

4) “Dependent ehild” means a natural child of the decedent;
or & child adopted by the deeedent whe i incapable of furniching
hisemsuppmébyreasenefaphysieale;mentalaﬂmeat;ﬂness
or deformity. The commissioncr may Yequest verification of the
physieal or mental condition of the child before allowing the exemp-
tions and rates applicable to a dependent child under this chapter:

{5) “Sicpehild” means a child whe is not the decedent’s natural
or adepted child but is the natural or adopted ehild of the de-
eedent’s surviving or deceased spouse;

(7) “Internal Revenue Code” means the United States Internal
Revenue Code of 1954 as amended through December 31, 1978.

S;c. 2. Minnesota Statutes 1978, Section 291.01, is amended to
read:

291.01 [TAX IMPOSED.] Subdivision 1- A tax shall be and is
hereby imposed upon any the transfer of property; real; personal or
mixed; or any inicrest therein; or ineome therefrom in trust or
ctherwise; to any person; asecciation or eorporation; except county;
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town or municipal corporation within the state; for strietly county;
town or munieipal purpeses; in the following eases:

{1 When the {ransfer is by will or by the intestate laws of thiz

stateip-manypnrsendmgpessessedefthnpmpeﬂywhﬂeam
dent of this state;

£2) %en&tﬁaﬂsferisbywﬂleyiﬂtestatela%eipmpertywithin
the state or wathin s jurisdietion and the decedent was a nen-
rosident of the state at the time of his death:

43) When the transier is of property made by a resident er by a
nonresident when such nenresidsnt’s property is within this state;
ermthmit—iunsdae%km;bydaed-gxant-b&fgmsaleergﬁt-made
in contemplation of the death of the grantor; vender; or dener; or
intended to take effect in posscssion or enjoyment at or after such
death: any {ransfer =f the maicorial part of the properiy of a de-
eceazed in the nature of a final dizposition or distribution thereof
made within three years prior to doath; witheut adequate and full
eonsideration in money or money’s werth; shall; unless shown {e the
e=ntrazy; be deemed o have been made in contemplation of death;
but no such {ransfer mads prier to cuch three year period shall be
deemed or held $o have been made in contemplation of death: and

{4) Neothing in thic chapter shall be construed as imposing a tax
upon any transler; as defined in this chaptber; of intangibles. however
used or held; whother in {rust or etherwise; by a persen; or by rea-
son of the death of a persen; who was nct a resident of this state
at the Hme of bis death-

Subd: 2: Such tax shall be imposed when any sueh pereon of
eorporation becomss benecficially entitled; in possessien e expee-
taney; to any property or the income thoreof; by any cueh trensfer
whether made belore or affer the passage of this chapter:

Subd: 3: A {axable transfer under the provisions of this chapter
chail bo deemncd to have beon made:

{1 Fo the extent of any properby with rospeet {0 which the
deeaéenthaaalthet}meeih;séeathgeneralpewezﬁefappe&nt-
ment; ercated en oz before Oeclober 21, 1942; is exereised by the
decedent

£A) by wall; or

<B) by dispesitiez whieh iz of such natwro that if it weze a
trancfer of propexty ownsd by the decedent; such fransfor weuld
be taxable under the provizions of this ehaptor:

but the failure to ezezeize such a power or the cemplete rolease
of such a powes zhall net be desmed an exsreise thereok: H a
gencral power of appointmont created op or before October 21-
1242; has been partially releazed so that it is no longer a gencral
power of appointmaznt; the exereize of such powes shall net be
dacmed $o be the ezercise of a general pewer of appeintment if

{a) sueh partial release eceuszed before November 15 1950, or
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<b) the dence of sueh power was under a legal disability e
release such power on Oetobor 21, 1942; and such partial release
oceurred not later than six months after the termination of such
fegal disability-

£2) Te the extent of any property with respeet o which the
deeedent has ab the ime of his death a general power of appoint-
mmmm%waym%mwswm&e
deeedenthasatanyamee&mwede;;eleasedsuehapewerei
appointment by a disposition which ic of such nature that i it
were a transfer of property owned by the decedend; such transfer
Mmmmmmﬁmmﬁm
of renunciation of such a power of appeointment chall not be
deemeda;eleaseefsuehpewer%hpu#pemeiﬂuspmﬁ:ﬂz
£2); the pewer of appointment shall be eonsidered o exist on
date of the deeedent’s death oven though the exercise of the pewer
is subjeet to a precedent giving of notice or even though the exercise
eithepewe;%akeseﬁeetenlyentheexpwahenefasta%edpened
after its exereise; whether or not on or before the date of the
deeedent—sdeathneﬁeehasheengwenesthepewerhasbeea
exereised:

{3) To the extent of any properby with respect to which the
decedend:

) by will; or
B} by a dispesition which is of such nature that i # were a

transfer of property owned by the deeedent such transier would be
tazable under the previsions of this ehaptes;

exercises a power of appeintment ereated after Oetober 21;
1942 byereatmgane—herpemef&ppemtmentmeheaabe
vahdiyexe!elsedse&s pestpenetheveshﬂgeianyest&tear
interest in such property; or suspend the abselute
pewefeiahena%mefsuehpmpeﬁynierapeﬂedaeee#amable
without regard to the date of the ereation of the firct power:

£4) The term “gencral power of appoinitment” means of power
wh&eh;sexeraeablemfaveref%hed%eéent—lasesta%e—h&sefeéb
terse;theered&tersef-hasest&te&exeeptthat-

LA} A power to eonswme; invade; or appreprm-tepreper%y
thebeneﬁtefthndeeedentwhaeh;shm*tedbyanaseem&le
standard relating to the health; education; suppert; or mainte-
nance of the deeedent chall net be deemed a general power of

4B} A pewer of appointment ereated on or before Oetober 21;
%%whme&emmblebythedeeedentenlymeenjuﬂehen
with another person shall net be deemed a general pewer of
appeointment:

G} In the cace of a power of appointment ereated after Oetober
21; 1942, whieh is exercisable by the deeedent only in eonjunctien
with another person:
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<a) I the pewer is net exercisable by the decedent exeept in
eonjunetion with the ereator of the pewer; such power shall not be
deemed a general power of appeintment:

£b) Ii the power is not czercisable by the deeedent exeept in
eemunekmmthapemnhamgasubstmﬁalmtemtmthe

genem!pewe;ef&ppemtmen&%%hepurpesesefthaseh&sea
pemenwhe-a—ﬁerthedeathefthedeeedent; be possessed of a
of appointment -Owith respeetteéhepmpeﬂysubjeettethe
deeeden#epew%wh&ehhemayexememh&smia%*shﬂlbe
deemed as baving an interest in the property and such interest
shall be deemed adverse to such exereice of the deeedent’s power,

£e) If; after the application of elauses {a) and (b); the power is
agenerdpeweroiappmn&mentaadme&etewabbmiavereﬁmh
ether peron; in such power shall be deemned a gencral power of
appointinent only in respeet of a fractional part of the preperty
subjeet to0 such power; suehpa#tebedetermnedbyd&wdmg&he
valueeisuehpropeftybythenumbe;of Persons;
thedeeedent—mi&vorefwhomsuehpowe;wexe;emableglﬂer
purpeses of elauses {b) and {¢}; a power shall be deemed {0 be
exereisable in faver of a persen if it is exercisable in favor of sueh
person; his estate; his ereditors; or the ereditors of his estate:

£5) The lapse of a power of appeintment created after October
21; 1042; during the life of the individual pesscesing the pewer
shall be considered a release of such power. The preceding
senteneeshanaaplvmthrespeettothehpseefpewemdurmg&ay
ealendar year only o the extent that the property; which could
hwebeen&ppemtedbyexere&seefsuehl&psedﬁewers-exeeeded
in value; at the time of such lapse; the greater of the following
amounis:

<a) $5:000 o

b} Five pereent of the aggregate walue; at the time of such
l&pse-aitheassetsoute&wh&eh-em#hepmeeedsefwhmh-%he
exemeeftheh-psedpewerseouldhavebeeasa&sﬁed—

£8) For purposes of this subdivision; a of appointment
ereatedbyawﬂlexeeutedenefbeferege%ebefmm-}gﬂshaube
pewe;eyeatedenerbeferesuehdate#thepefsea

exeeuting sueh will dies before July 1; 1049; without having repub-
lished sueh will; by codieil or otherwise; after October 21; 1042:

Subd: 4. Whenever any property; real or personal; is held in the
joint names of two or mere persens; or is depesited in banks or in
othermstﬂmhensefdepeam;esmthejemtmmesaftweermm
persons payable o either or the surviver; upon the death of one of
zghpemgﬁstheﬂﬂhteftheweyaﬂmtethemedi-

ewnership or possession enjoyment suehpmper%y;sha]l
be deemed o transfer and subjeet 1o the inheritance tax
bythsehapter—e&eepta—ehpa*tthereefasmaybeshméeh&ve
erizinally belonged to the survivor or swivivers and never to have
been reeeived or aegquired by them from the deeedent for less than



53RD DAY] MONDAY, MAY 14, 1979 2203

an adequate and full eonsideration in money or meney’s worth; in
which ease there shall be excepted only such part as is proportien-
ate to the eonsideration fumished by the survivier er survivers:
Provided; where any property has boen aequired prior to April 29;
m&&bythedeeeden%mdnpeuse-asjemt%em-te-netme*eessd
one half of the value thereof shall be taxable: Provided; further;

where preperty has been acguired et &nyhmebyqﬁt-hequest—
devase-ermhen-tanee-bythedeeedent&ndanyethei
perseas-asjequ&nes-thet&xablepeshenshaﬂbet-hevalueei
a#aeheadp&tofsa&dprepeﬁytebedetemaedbydw&dmgthe
value of the property by the mumber of joint tepants:

Where personal property is held in jeint names; such
shell be deemed as to be $ransferved to the survivess as
Gh*ssubdwaenanless}tasestabhshedtethesm&ehene#the'
eelmmsswnerthatthedeeedentm%enéedad;ﬁerentdﬁpesmen-
Upen the showing of evidenes of thet intent to the commissioner;
thenghtdsuwmr&h;pshaﬂmtbedeemedt&bea&&nsﬁerte
the named survivers subject to the inheritance iax; previded the
survivors make the dispecition according to the evidenced inten-
tion of the decedent and present to the comiissioner statements
sgneébythetma&ereesaelmeﬂedgmgree&p%ef#hepmpeﬂy
from the named susvivers: the dispesition by the survivers {o the
transforees shall be decmed a transfer from the decedent to the
transierees and shell be cubjeet $o the inheribance tax imposed by
thasehap&er—%;spamg*aphshaﬂnetapplyteeaseswhemthe
aggregate value of joint tenaney assets exeeeds $38,000:

Subd: 5. 1) The proeeceds of all life or aceident insurance poli-
cies whether now in foree or hereafter issued; payable on account
efthedeeedem-sdea%hshallbesu-bjeettethet&xheremmpesed
as follows:

{a) To the extent of the amount receivable by the exeeutor of
the decedent as insurance undor policies en the life of the

£b) To the extent of the amount reeeivable by all other benefi-
eiarios as insuranece undey policies on the life of the decedent with
Eepeettewh*eh#hedeeedentpessessedath&sdea%hanyeithe
inerdents of ownership; exercicable either alone or in conjunetion
with any other person: For purpeses of the preeeding sentenee; the
term —meielent of ownership? includes a reversionary interest
£{whether arising by the express terms of the peliey or eother in-
stmmente;byepera#eneil&w—}enlydthew}ueefeueh
reversionary interest execoeded five percent of the value of the
w;mﬂmi&mtheée&thefthedeeedmﬁsuseém
paragra rm {evercionary interest’ includes a pessi-
b:k%ythatthepekey,arthepmeeedsefthepeheyumayfetumte.
the decedent or his estate; or may be subjeet to a pewer of disposi-
tion by him. flﬁhevalueeia;evememﬁyxnterest&ta-nyt*meshall
be detormined {without regard io the fact of the decedent’s
death) by usual metheds of waluation; melud-mgtheuseeftables
of mortality and actuarial prineiples; purcuant o regulations pre
seabedbytheeemm.sswnerehn%emalmeaaee*h&sdelega@e—la
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determininz the value of a pessibility that the pelicy or proeeeds
thereefmaybeaubgeette&pewere#d&speaﬂengzthedeeﬂdeﬂt-
such possibility shall be valued as if it were a ility that sueh
peliey or proceeds may rebuin to the decedent or this estate.

£2) Sueh procceds shall be deemed a transfer within the mean-
ing of that term as used in this chapter and o part of decedent’s
estate; and shall be taxable to the persen or persons cntitled there-
to:

Every corporation; partnership,; ascociation; individual; erder
or?e-t}aiet»y authorized fo transaet life; sccident; fraternal; mutusl

beneﬁt-erdeathbeneﬁtmemeebu&messwh&ehshaﬂp&ytem
person; assoeiation; or cerporation any insurance or death benefit
mexeeesof%@@@orahaﬂhmsfe*anymp&ﬂbalaneeef-eraﬂy
mtemtm;aayanamtyeentmeteydepeat-upenthede&thef
resident of this state; shall give notiee of sueh payment or transfer
tetheeommasmenerm—thmtendaysﬁemtheda%ethemf-sm
notiee shall be given on the forms preseribed by the eommissioner
and sueh notice shall set fsrth such mformation as the commissioner
shall preseribe 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 [RATES.] ¥hen the preperty or any beneficial interest
therein passes by anyv sueh transfer where the ameunt of the prep-
erty shall exeeced in value the exemphion or exemptions hereinafter
speeified; where applieable; The tax hereby imposed shall be =

1) Where the person entitled to any benefieis] interest in such
property shall be the surviving spouse; miner or dependent child of
the decedent; or any minor or dependent legally adopied ehild at
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computed by applying to the Minnesota taxable estate the follow-
ing prescribed rates:

4—-}{,7percenton$h&tpa;t-—£theﬁrst$25—000whaehexeeedsthe

epplicable ezemption in seection 201.05;
clausss £3) th;e&gh -(-7-)- $100,000.
2 8 percent on the next $25;080 $100,000 or part thereof.
8 9 percent on the next $560;000 $100,000 or part thereof.
4 10 percent on the next $608,000 $200,000 or part thereof.
& 11 percent on the next $50;000 $500,000 or part thereof.
6 pereont on the Rext $100,000 or port thereof.
7 percent on the next $100,000 or part thereof:
8 pereent on the next $100;000 or part thereof.
9 poreent on the next $500,000 sr part thereof
10 12 percent on the excess over $1,000,000.

£2) Where the person or percens entitled te any beneficial in-
tepestmsuehprepeﬂ;yshaﬂbetheadultehldsxetherhne&lde-

' anyehﬂdtewhemsuehdneedenﬂesneﬂessthm%enyemmte
such transfer stoed in the mutually acknowledged relation of a

parent; provided; cuch mutually acknoewledged relationship began
ate;bef:retheehald—sﬁ-fteen—hbmthdayandwaseenhnueusief

ten years thercafter; or any lineal issue of such mutually ae-
kmwhdgedehﬂd-atthefeﬁwmgpreseabedmtes&

2 pereent on that part of the first $25,000 which exeeeds the ap-
plicable exemption or exemptions speeified in seetion 291.05; clauses
3} through (F)-

4 pereent on the next $25;000 or part thereof:
6 pereent on the next $50,000 or part thereof:
7 pereent on the nexs $100,000 or part thereof:
8 percent on the next $200,000 or part thereof:
£ pereent on the next $600,000 or part thoreof:
10 pereent on the cxesss over $1;000,000.

+3) Where the person or persens entitled to any beneficial in-
tercst in cuch poperty shall bs the brother of sister or a doscendant
of & brother or sistor of the deeedent; a wife oz widow of a sen; or
& husband er widswer =f a daughtor of the decedent; at the follow-
ing procseribed ratec:

£ pereent on that part of the fizst $25:000 which exceeds the
applicabls exemption or exemptions speeified in seebion 201.05;
elauses {3) through (7%
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8 pereent on the next $25,000 or parb therest:
10 percent on the next $60,000 or past thereof:
32 percent on the next $50,000 o part thereok:
14 pereent on the next $50,000 or part thereof:
18 pereent on the next $100;000 or part thereof:
18 perecnt on the next $100;000 or part thereof:
20 pereent cn the next $100,000 or pars thereof:
22 pereent on the next 3500,000 or part thereof:
26 pereent on the excess ever $1,000,000.

£4) Where the porson or persons entitled te any bencficial in-
terect in sueh property shall be in any other degree of eollateral con-
sangzinity than is hercinbefore stated; or shall be a siranger in
bleedtethedeeedenrarshaﬂbaa bedy pelitic or corporate; at the
following presexibed ratest
8 pereententhavpaﬂeftheﬁmts-ﬁé—mﬁwh;ehexeeedstheap-
pheableexempt—:@aerexemphmsspﬂeihedmseeﬂen-%elausen
43} through {7

10 pereent on the next $25:000 or part thereof:
12 percent on the next $50,000 or part thereof:
4 pereent on the noxt $50,000 of pard thercok
15 pereent on the noxt $560;000 or part thereof:
18 pereent on the next $100,000 or paxt thereofs
20 peresnt on the noxt $100:000 or part thereof-
22 pereent on the nexs $109,000 or part thereof:
26 percent on the next $500;000 er part thereof:
38 pereent on the cxeess sver $3:008,000.

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.

S;c 5. Minnesota Statutes 1978, Section 291.05, is amended to
rea

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; and any dewvise; be-
quast; gift; sr transfer ; (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 any bequest or transfer or to a trustee or
trustees exclusively for such purposes; shall be exempt: Any devise;
beguest; gift; or transfer ; (¢) to an employee stock ownership trust
as defined in section 290.01, subdivision 25, shall be exempt: 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
!;h?: l?rgduc: of multiplying said amount by their percentage interest
in the trust -

A—nydevise;bequegt;gi%t;eﬂmas&ep;netﬁeexeeed%@@@m&de ;
(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 be exempt- Any devise; bequest; gift; or transfer ;
and (e) to or for 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 eny be-
quest or transier or to a trustee or trustees exclusively for such pur-
poses, shall be exempt; 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 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.

(2) The homestead of a decedent; and the procecds thercef i
sold during adminictration; tronsferred to the speuse or to any
minor or dependent child of the deeedent; or to any minor o de-
pendent logally adopted child of the deccdent; shall be exempt to
the extent of 345,000 of the appraised value thereof: In no ease shall
the quantity of land considered to be the homestead of a decodent
for the purpese of this exemption exeead 120 aeres if the land is ned
ineluded in the laid sut or platted portion of a eity: H the land is
within a laid out or platted portion of a eity; its area shall not ex-
eeed one-half f an acre. In the ease of a decedent’s estate wherein

hemestead cxemption in the ameunt of $10,000- The exemption
shall be allocated among the surviving spouse and the decedent’s
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naturel or adopied mineor or dependent children in proportion to
the {otal amount of property or any interest therein passing to such
spouse and childien.

Proceeds of any insurance policy issued by the United States and
generally known as war risk insurance, United States government
Iife 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. Claims for refunds of inheritance tax paid on such pro-
eceds shall be aceepted by the commissioner if filed with him by
December 31; 1070; or within 18 months afler sueh payment;
whichewver is later

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.

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.

€3) i) Property or any beneficial interest therein of the elear
value of $60,000 itransferred to the surviving spouse; shall be
oxempt:
bythepmbateeeuﬂislessthan%hemaximumﬁedueﬁblqunderthe

duetion as provided by soction 20110 and the amount of such fam-
ily maintenance sllowed by the probate eourt. Further provided
where ne probate prececdings are had there shall be allowed to the
suFviving spouse an additional exemption equal to the maximum de-
duetion allowed for family maintenance under the provisions of

1;l;e'«m?fue-e-f$3’€);G‘99:tsrmnlsfe.ifined439&r:\aehmil:}e»lteueelepea=1<—:lentethilelg
decedent; or any minor or dependent legally adopted ehild
the deecedent; shall be exempt:

i) Provided; where the doeedent lef no surviving spouse en-
ﬁﬂedtp%heexempﬁen&ﬂewedbyel&use{g-}sithissee%ienthe
excmption allowed by subparagraph i) of elause {3) zhall be al-
lowed {5 beneficiaries entitled to exemption under the provisions
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of this elause: In no event shall the aggregate amount of cxomplion
so allowed be in execess of the additional ameunt that would have
been allowed under subparegraph (i) of elause (3} had sueh pare-
graph been applicable:

5) Property or any beneficial inierost therein of the elear value
of $6,000 trancorred o any adult child or other lineal descendant
of the decedent; any adult legally adopied child; stepehild as de-
fined in cection 291-005; or any child to whom the decedent; for not
loss than ten years prior to his death; stood in the mutually ae-
knowledged relation of a perent; previded; such mubuelly ae-
knowlodged rclationship began ai or before the ehild’s fifleenth
birthday; and was continusus for ten years thereafier; or any lineal .
issue of such adepted or mutually acknowledged child; or any lineal
ancestor of the decedent; shall be cxempt-

6) Property or any benefieial interest therein of the elear value
of 1,500 transferred to any brother or sister or & deseendant of &
brother or sister of the decedont; a wife or widew of a son; er a
husband or widewer of a daughter of the decedent; shall be exempt-

£7) Property oF any beneficial interest therein of the clear value
of $500 transferred o any porsen in any other degree of eollateral
eoncanguinity than is hereinbefore ctated; or shall be a stranger in
bleed o the decedent; or chall be a body politic or eorporate not
exempt under this chapter; shall be exempt:

Sec, 6. Minnesota Statutes 1978, Section 291.051, is amended to
read:

291,051 [MARITAL DEDUCTION.] Subdivision 1. Fer the
purpeses of this seetion; the terms defined in this subdivision shall
have the meaning given them herein-

“Marital exemption” means 50 pereent; but not mere than $250;-
000- of the e taxable value pacsing to the surviving spouse of a
decedent domiciled in Minneseta at the tirae of his death-

= taxable value? means the gress walue passing o the sur-
vivinz spouse; reduecd by the value of real property outside Min-
nesota and tangible pezsenal property permanently loeated outside
Minnesota ineluded in the sress value passinz to the surviving
cpouse; and redueed by the deduetions attributable $o such gress
value pursuant to section 291-07; excepd subdivision 1; elause {5);
but withous regard fo the exempiions allowed o the surviving.
spouse by seetions 201.05; elausss (1); £2); and (3); and 20116

“Marital exemption tax” means a lax imposed at the rates pro-
vided by thiz chapier en the value of preperty passing to the sur-
viving cpouse less the marital exemptlion; but without yegard te
the exemptions allowed to the surviving spouce by sections 201:05;
elauzes £1)- {2) and (3) ard 29510:

Subd: 2. I the marital exemplion tax on the property passing
to the surviving spouce is loss then a tax ecomputed on that prop-
erby under the other previsions of this chapter; the marital ex-
emption tax shall be imposed in lieu of the tax computed under the
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other provisiens: 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 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
gs éieﬁned in Section 2056(c)(2)(A} of the Internal Revenue
ode,

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.

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

291.06 [CREDIT FOR PREVIOUSLY PAID TAXES.] Where
property is transferred to any person described in seection 201-03;
clauzes (1) and {2); which can be identified as having been trans-
ferred to the decedent at death from a person who died within five
vears prior to the death of the decedent, and sueh transfer to the
deeedent was within the elass of transfer doseribed in said section
291-03; elauszes (1) and {2} suech propesty shall be exempt to the
cutent of the value thareef at the dats of denth of the prior decedent
but nst 0 excced the valus at the date of death of the sscend
deeadent: Provided; £1) no such exomption shall be allowed unless
an inheritanes tax was detcrminsd and paid to this state en the
transter thereof from the said prior decedent; (2) the exomption
shall bs limited to the value of property which is in execess of the
amount of the excmpticn provided in seetion 28105 allowed on the
transfer to the decodent: {3) unless such previeusly transferred
proparby is specifieally dovised or bequeathed; the exempt property
for purpezes of tazation chall be considered as belonging to the
residue of the ectate; 44) property excmpt under this ceetion shell
not be ineluded in eomputing the rate applicable o sther transfers
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o the beneficiary receiving sueh exempt property or can be identi-
fied as having been acqutred 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.

S;c. 8. Minnesota Statutes 1978, Section 291.065, is amended to
read:

201.065 [EMPLOYEE RETIREMENT PLANS, EXEMP-
TION.] To the extent included in the federal gross estate, the value
of an annuity or other payment receivable by a surviving spouse or
minor or dependent child of the decedent or a trust for theix bene-
fit after December 31; 1066; shall be exempt from inheritanee estate
tax if received under (1) anempleyees—tmst{-eruﬂderaeontmet
purchased by an employees’ trust) forming part mnsioa;stoek
benas—erpmﬁtsh&rmgp}ea-whmhatthetmeef
separation frem by death or etherwise); or
at the time of {erminalion of the plan if earlicr; met the requirement
of coction 401(a) of the Internal Revenue Gode of 1954; as adapied
tethepyewaeaseith;sehapte;underreguhhensmedbythe

; separation
pleyment{bydeatherethemse)-e;attheﬁmeoﬁenﬂmﬁmei
the plan if earlier; met the requirements of paragraph (3) of section
404—(-&-)-efsueheede-as&da§tedtsthnprmo£thsehaﬂter
under regulations issued by the commissiener of revenue; or {3}
a retirement annuity contract purchased by an emplover whieh is
an erganization roferred to in seetion 503-(b) (1) £2) or {3} of such
e~deandwhwhmexemptfremta&underseehen§0}(-&}e£sueh
eode; as adapied to the previsions of this ehapter under
issuad by the eommissioner of 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 benefzt plan for employvees of the United
States, its agencies 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 . I such amounts pavable after the death of the de-
caodont under a plan deseribed in clauss 1) {2) or £3) are attribu-
vableteanyaxten%tepavmentse:eentﬂbutmnsmadebythede-
cedent; no exemption shall bz allowed for that pert of the value of

such ameunsts in the properbion that the otal payments or con-
tzibulions made by the decedent bears to the total payments or
eontributions made: For purpescs of the preeeding sentence; esn-
t-ﬂbaheaaerpaymentsmadeby-hedeeeémt-semplsyeterfemer
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employer under a trust or plan desecribed in clause (1) (2) or 3}
shall net be considezed 4o be eontributod by the deocedent:

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; a perconal representative has
beena«ppemtedfar%heesta-te-e-whefeadeereeezdeseentierthe
estate has been entered under section 525-:31 or where there have
been cummaery proecedings for the estate if under section 526551
the following deductions shall be allowed:

(1) funeral expenses;

(2) prebate 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;

455 family mainicnance t0 the extent provided by seetion

46} walue of personal property to the extent of the amount

+7) federal estate taxes determined as follows:

{a) the value of the net estate taxable in Minnesota reduced by

the deduction allowable for iransfer for public; charitable and

s uce as preseribed by Internal Revenue Code; Seetion

2055 and by the marizal deduction as preseribed by Internal Rev-
enue Gede; Section 2056; chall be the nuzzerator of a fraction;

) the denominator of the fracticn chedl be the value of the not
estate everywhere reduced by the same elass of deduetions allow-
abieinsubpazagmph-(-a-}abevr—-

+e) the ratio of the fraction go derived shall be multiplied by the
federal estate tax= due and payable to the United Stabes Treasury-

~<d) for purpezes =f this elause; the net estate is dofined as the
sress value of the estate on the applicable valuation date reduced
byanyunﬁmdmestg&gﬂsen—eraayméebtednecsmpspeetef—
property where ths decedent’s interest therein. undiminished by
such morizage or indecbtoduness; is included in the value of the
gxecsestat&

£8) other taxes which have acerued and are a lien on property in
the estate at the time of death

{97 reasenable fees for legal or liduciazy services ineident to non
probate assets
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0> (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 fo
read:

2901.08 [NONRESIDENT ESTATES; ALLOWANCE OF DE-
DUCTIONS AND EXEMPTIONS.] {a) Where an¥ 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 as provided in elauses (b} and {e) below:

5) Deductions:

(1) Funeral expenses to the extent incurred in Minnesota;

(2) Minneseta probate administration expense;

£3) Family mainienanee {0 the exient provided by seetion
291.10; reduced by the maximum amount allowed eor allowable
under the laws of the state of residence of the deeedent;

{4) Value of personal property to the extent of the ameunt
allowed under section 626.15; reduced by the maximum amount al-
lowed or allowable under the laws of the stade of residence of the

€5) 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 subject to the limitations impesed by
as computed in section 291.07;

_46) Other (4) Real estate taxes whieh have acerued and are a
lien on Minnesota property at the time of death; o which are
owed to Minnesola in respeet of taxable inceme; due and payable
prior to or in the yvear of the decedent’s death.

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

47} Reasenable feec for legal or fidueiary services ineident to
nonprobale asselo taxable in Minnesota:

{e) Exemptions: The exemptions spplicable to the person
entitled to a beneficial intorest shall be allowed as in the ease of
regidents under seetion 20105, reduced by the mazimwmn exemp-
tien allowed or allowable under the laws of the state of residence
of the decedent-

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

Subd. 1a. In all 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 Minnesote, and in all instances in which
a non-resident decedent has e liability under chapter 291, the
personal representative shall submit to the commissioner, on «
form prescribed by the commissioner, a Minnesota estate tax re-
turn. The return sholl 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 ail
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 or 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
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 orzginal 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 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 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 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 sub-
division 3a. o ‘

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 inheritance estate tax on both
probate and non-probate assets shall be the same as those finally
de::tr:lined 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 inheritance 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 frem
whom the transfer is made 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 from whem the
transfer is made 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-
gioner in writing no later than 12 months after the death of the
person frem whem the transfer 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 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 determination 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.

4d) The estate tax preceribed in ceelion 20134; netwithstand-
ing the peried of limitations preseribed for determination of the
inheritanee tax in this chapler chall be determined by the com-
missiener not later than 90 days following the filing of the Minne-
setaes&&tetaxretummththeeemm&saener—togethe;mthaeepy
of the federal audit report or the eclosing letter aceepling the
federal return as originelly filed:

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 inheritanee 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
1, 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 payvment 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 quelifies for valuation under section 10. The per-
sonal representative of an estate containing such property may
elect to pay all or part of the tox 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 bv
section 291.11, subdivision 1, for pavment 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 291.11 for filing 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 vears after the
date prescribed by section 291.11 for payment of the tax shall be
paid annually.

(b) Interest payeble 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. Every taz
impesec by this chapteor chall be a lien upon the property embracad
:p any inheritaiee; devise: besuest; lezaey; or gift until paid; and
The personal representative and person to whom suech 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 such the property. Mo such lien shall be enfereed
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against real property ; ineluded in the probaie estede; unless the
state cshall assert the same by filins a staternent of ils lien in the
office of the county recorder or registrar of iitles in the eounty
wherein such real estate may be situated; within ten years affer
the date of any deed of distribution or decree of distribution which
may be eniered in the estate involved:

Subd- 1a: (1) Where an order approving distribution of prop-
ecty is net icsued by the eourt; any tax due on the transfer of
such property or interest to a devisce or to heirs whe are entitled
under the statutes of intestate sueeession shall be a lien upen such
property until the tax impeced by this ehapter is paid:

2) %eﬁenshaﬂmtbeeniepeed&gmtfealpmpegtymbjpet
te the provisions of elause 1) unless the state asserts it by filing
8 statement of Lien in the effice of the county recorder or the regis-
trar of titles in the eounty where the real estate is situated within
ter years from the date of recording a copy of the death record of
the tostate or intestate deecedent; ac the ease may be; together with
a statement by the commissioner acknowledging receipt of an in-
ventory and appraical listing the real preperty:

{3) When the {ax on property subjeet to the provisions ef this
subdivision has been paid; or if there be deposited with the eom-
missioner a sun of money i an amount egual to the tax which, in
the judg=ent of the eommiscionocr may be due upen the iransfer
of the property; er if there iz no tax required to be paid; the
commissioncr chall eertify on an afidavit preseribed by him or in-
strument of conveyanece that the lien for inheritance tax has been
satisfied or has boen waived; as the eace may be: The affidavib or
instrument of conveyance so ceortified may be recorded as are
other instraments affecting the title {o real estate:

Subd- 2. (1) Exeept as provided in elause {4) of this subdivi-
sien; where a lien for inheritance tax imposed under this chapter
may be enforced against real property transferred to surviving jeint
tenants; or upen property iransferred by a decedent during such
deecdent’s lifetime; the surviving joint tenants or the transferees of
the preperty se izansferred by the decedent shall file on a form
preseribed by the commissioner a schedule of non-probate assets
licting the property or interest taxable. Any tax due on the frans-
fer of such properby or interest 4o the surviving joint tenanis er
to tho transferecs of the property so transferred by the deecedent
shall be reperted on an inheritance tax retumn filed with the eom-
miscioner pursuant to seebion 20100, and chall be a lien upen
the interest of the surviving joint tenants or the transfercee; until
paid; and the surviving joint icnants or the iransferees ghall be
personally liable for such ta: to the extent of the value of such
propezty.

42) Ne lien shall be enforeed against real property subject te
the provision of elause L1) of this subdivision unless the state
chall assert the sa==e by filing a statement of such lien in the office
of the eounty reeorder or registrar of $itles in the eounty wherein
such real estate may be situated within ten years from the date
of recording a copy of the death record of the deceased joint ten-
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ant or deceazed trascfezor; together with a copy of the sehedule of
nan-probate asscls required to be filed with the commissioner pus-
suant to clauss (1) of this subdivicion; which copy shall have beexz
duly acknewlcdzed by the commissioner:

2> Where the tax on propezty subjeet te the provisions of
elause {1) of this subdivizis= has been paid; or if there iz dopoesited
with ths com=izsioner cash in an ameunt cqual ‘o the {ax which;
in the judgment of the commizsioner; may be due upon the transfer
of such property; or if there is no tax required te be paid; the
commissioner shall eectify on azn afidavit of survivership remain-
dorman; desezibed by ths commiscioner; that the lien has been
saticfied or waived as the ease may be. The afidavit co eerlified
may be recozdod ac are other instruments affeeting the title to real
estate:

L4} 4a) {i)} When the decedent’s doath eccurred subsequent to
Apzil 20, 1938, the provisions of this clause shall apply to the
spouce; =iner or dependent natural or adepted child of the de-
cedent; or $o the combizatien of classes of persens included herein;

i) Whe= deezdent’s death oceurzed in the period beginning on
April 21; 1929, and ending April 25. 1949, the provisions of this
clause shall apply to the spouse; miner er dependent natural or
adopted ehild or any other icsue ef the decedent; or to any eom-
binatier of elasses of pessens included in this subparagraph Gi)s

“b) Where the homestead is held in joint tensney with the right
of survivezchip by the dceedent and persons meeting the condi-
tions dezexbed in {a) abeve, an aSdavit in the form and manner
preseribed by the eoxmissionss; may be delivered to the esunty
recorder or the regictrar of fillec. Such afdavit chall deelare

) *hat the survivinz jeint tenant or tenants were members of
the classes desezibed in <a) abeve ai the date of decedent’s death
£if any of the survivinz joint tenants were miners; clate date of
such miner's birth);

i) that the preperty doscribed as the homostead was owaed
and eccupied by the deeadent as hiz prineipal dwelling place at
date of death; :

i) that the quansity of land included in such property is net
in ezcess of 120 aecrse- and not insluded in the laid eut or platted
portion of anv city- H the land iz withiz a laid oul or platted
portion ef a city; 5 area shall not c=cced ene-half of an aers;

{iv) that the gross market value of sueh property at date of
death was not in sxcees of $45;000,

v} the afidavit to b= delivsred io the counby recorder or rogis-
trar of sitles shall have attachsd ihoreto a eectified copy of the
death cextifieate with recpeet to the death of the deceassd joint
tenant-

The afdavit chall e in heu of an aBdavit of surcvership eer-
iified by the eommissicnor and shall cxtinguish the lien imposed
or suck preperty by elauce <2) of this cubdivision; and shall be
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reeerded or filed as a document aZecting the £itle to the real estate:
‘The eounty zceorder or registrar of fitles shall net be resuired teo
verify the deelarations made in such affidawit:

4e) A eopy of the affidavit {which need not bear a copy of the
death ecrtifieatc) shall be supplied to the eounty recorder or regis-
trar of titles; he will forwazd this eopy to the commissioner at his
ofice in S+ Paul; Minnesota:

+d) Where it appeasc that a cehedule of non-prebate assets
would etherwise net be required to be filed; the propertys the lien
on which has been extinzuished in aceordanee with the provisions
of paragraph {a) shove; need not be reported on a schedule of
nea-probate assets,

Subd: 4- The lien of the siate for inheritance taxes payable by
ape%eﬁﬂlfepfeeeat&tweshaﬂnete&tandteaﬁyﬂghtaeqwfed
by a bona fide purchaser; moxigagee; or lessee through any con-
veyanee made by such pea:sepal yeprecentative; provided that such
personal representative delivers 4o the eounty recorder or repistrar
of titles; as the esse may be; a declaration that the properiy de-
seribed thorein has been sold to a bona fide purchaser; or has been
mortgaged or leased; as the case may be: The declaration se sub-
mitted chall have attaeh%%hereteae&t&ﬁedeepye%le%emev&»
éene,ﬂg the appeintment of such personal representative: The

eounty reeorder or registrar of titles shall submit a copy of such
deela*&tmtetheeemm&ss&enefa%hise%eei—stpaul—%nne
sota; without any requiroment that the statementc made therein
bymhﬁe;:enalx:epresent&twehavebeenveﬂﬁeé%ehease
m—hfeupeettecuehb&n&ﬁdep&rehaser—meﬂ;g-agee

or lessee shall not be reinctated or challenged by the eommissioner,

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



2222 JOURNAL OF THE SENATE [53RD DAY

decedent in case he died intestate and the proportion of the
entire estate of such decedent inherited by each of said persons
; and the relation; if any; with each legatee; devises; heir; or trans-
feree sustained to the decedent or person fro= whem the transfer
was mede . 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 temant 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
?iubdivision t:hat no irheritanee estate tax was due from the dece-

ent’s estate.

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

_[291.215] [VALUATION OF ESTATE; REPORTING.] Subdi-
uision 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 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 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.

Sdec. 25. Minnesota Statutes 1978, Section 291.27, is amended to
reaaq:

291.27 [UNPAID TAX; OMITTED PROPERTY.] ¥ any tax is
due and unpaid under the proisions of this chapler; the repre-
censative; the eounty altorney of the county in which an estate is
probated; the attorney genersl or the commissioner may apply to
the probate ecourt for a eitation; eiting the persons liable to pay
such tax to appear before the court on a day speecified; not more
than three menths from the date of such citation; and show eauce
whiy the tax sheuld net be paid: The judge of the probate court,
upon such application. and whenever it shall appear to him that
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any such tax aecrung under this chapler has not been paid as
reguired by law; shall izsue cuch eitation; and the serviee of sueh
eitasion; and the tis=c; mannes; and proof thereof; and the hearing
anédet—m:na&eath—feea—ehaueen.fem—asae&rasmaybe-te
the previsiens of the prebate code of this state; and whenever it
shauappeaythaganys—eht&xmdueandpayableaadthepay
ment thercof cannet be enferced under tho provisions of this
eha-p%en—theprebateeeu@t—thepeesenereefpe%eni-emwhem
ilz:::hmeis is hereby made Lable {0 the ctate for the amount
tax

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 Junschctlon by the personal representative of any estate, o
by action; in the name ef the state; breught by the attorney
g;laneral the eounty atterncy or the commissioner in the name of
the state.

Any property which for any cause is omitted from en appraise-
ent; inventery; or schedule of nen probate assets the Minnesota
estate tax return so that its value is not taken into consideration
in the determination of the inhesitance tazes 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 eoxiginsl
app%a:sal—-nven%ew cehedzle of non prebate asscts; inheritance
estate tax return and detcrmination, 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 $hus omitted in the determination of an inheritanee
estate tax, such tazes the tox 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
Jjunisdiction; er =ayv be procceutsd {e ee&%ﬁetlen by eitation and
subcequent proecedings in the probate court wherein the estate
was edministered.

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 taxpaver
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 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 (¢) 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 inheritanes tax; Minnesota 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 ineceme iax or state inheritanee
estate tax; exeept that none shall be exempt frox: taxation under
ehapter 201. unless iransferred to a surviving speuse or Fnor
or child of the doeedent or a trust for 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 ac-
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count with his 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 to any state ineome tax or state inheritanee estate tax; exeepé
thaet nene shall be exempt from taxation under ehapter 20%; unless
transferred {o a surviving spouse or minor or dependent child of
the deeedent or a trust for their benefit. 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;:l 30. Minnesota Statutes 1978, Section 354.10, is amended
o 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 all tazatien
bythest&teef%nneseta;exeeptthatmneshaﬂbeeﬁemptfmm
taxation under chapter 291; unless {ransferred to a surviving spouse
oF miner or dependent child of the decedent or a trust for their ben-
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 board 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 inheritanee estate tax pro-
visions of this state if transferred to a surviving spouse or miner o
dependent child of the decedent or & trust for their benefit.

1:()Sec:él32. Minnesota Statutes 1978, Section §24.3-706, is amended
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; and shall file
an exceuted copy of the Minnesota inheritanee tax return with the
eourt or registrar,

Sec.d33. 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
fgr 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
seetion 20434 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,

(¢)(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



53RD DAY] MONDAY, MAY 14, 1979 2229

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 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 esfate 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 inheritanes o= or othor death 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 cage if
the result would be to deprive the estate of a deduction otherwise
aliowable 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.



2230 JOURNAL OF THE SENATE [63RD DAY

(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 required to pay the tax who insti-
tutes 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 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 facie 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 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 inheritanee 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. The eourt chall send a ecopy of the deeres;
upen issuanee; o the commiscioner of revenue: 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
d};ace;ient 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; inheritanee tax zetusn or schedule
=f non-probaic assets; inheritenes iax refurn weiver or self as-
sessed inheoritanee tax reburn; 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
inheritance 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
of creditors. !

(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 proceeding 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 judge may destroy the original record books as
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:

48} All record books kept for recording in compliance with sec-
tion 525,03, clauses (3), (4), (5) and (6).

4b) Al reeord books kept for inheritance tax purposes in eom-
tion of 15 years from the date of the last proeeeding entored therein:

Sec.d37. 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 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 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 deereo of
descent shall be entered until the inheritance tax; if any; has been
determined and paid:

Sec.d38. 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,
and5 2clecr\'aes 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,
o;'making, or refusing to make, an allowance 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, jucigment, 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 repregsentative 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 in-
heritanee 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. '

i;(’Seo:.d 39. Minnesota Statutes 1978, Section 525.74, is amended
read:

525.74 [DIRECT APPEAL TO SUFPREME COURT.] A party
aggrieved may appeal direct to the supreme court from an order de-
termining or refusing to determine inheritance 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 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 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 mheritanee
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; 2981.19, Subdivision 5; 291.20, Subdivision
3; 291.21, Subdivision 2; 291.22; 291.93; 291,24, 291.25; 291.26;
291.29, Subdivisions 1, 2, 3 and 4; 291.30; 291.34; 291.35; 291.36;
281.37; 291.38; 291.39; 291.40; 292.01; 292.02; 292.03; 292.031;
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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 secticn 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 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
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 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
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 to
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 18 21 years; and

(b) Will to the extent not so expended ,
(1) pass to the donee on his attaining the age of 18 21 years and

(2) in the event the donee dies before attaining the age of 18 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
owmership 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-
tive June I, 1973.

ARTICLE XIX
TRUST AND ESTATE INCOME

Section 1. Minnesota Statutes 1978, 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 allowed as a deduction in compuling 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 provisions 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
definfid c{n 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 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 spe-
cified in this section.

(i) The Internali Revenue Code of 1954, as amended through
December 31, 1970, shall be in effect for taxable vears 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
atter December 31, 1972,

(iti) The Internal Revenue Code of 1954, as amended through
December 31, 1973, shall be in effect for taxable vears 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, 1978, including the amendments made to section
280A (relating to licensed day care centers) in HR. 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 taxzable
years beginning after December 21, 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 Jaws 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-
portionatelg 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 tazable 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 fax
liahility 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 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 nzu
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-
cluded 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;

32} (13) Interest income from gqualified 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;

£133 (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(bh) (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;

4344 (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 disp_osition
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 18 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 recetved, whether received as a refund or credit to
another taxable year’s income tax Hability, 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 taxzable 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
alfngllxgté &f) the individual’s federal adjusted gross income in excess
\Y SIS
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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 exient
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;

£8) (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) (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 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 Iniernal 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
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 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
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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 distribu-
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 J)roperly 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 prescrihed 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
Ende;“a general power of appointment exercised by the decedent
y 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 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 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).



53RD DAY] MONDAY, MAY 14, 1979 2245

Clause (4) shall not apply to property which constitutes a right
to receive an item of income in respect of a decedent under secticn
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 provided 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 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 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 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. 3. [EFFECTIVE DATE.) This article is effective for
taxable years beginning after December 31, 1978.”

Further, amend the title, as folows:
Delete the title and insert: -

J“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, 3¢, 3d, 9, 9a, 11
and by adding subdivisions; 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; 29501, Subdivisions
29§nd 3; 205.02; 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 Dunn Kirchner Pillsbury Sillers
Bang Engler Knaak Renneke Ueland, A.
Bernhagen Frederick Knutson Rued

Brataas Jensen Ogdahl Sieloff

Those who voted in the negative were:

Anderson Hughes Menning Peterson Strand

Benedict Humphrey Merriam Purfeerst Stumpf
Chenoweth  Johnson Moe Schaaf Tennessen
Coleman Keefe, S. Nelson Schmitz Vega
Davies Kleinbaum Nichols Setzepfandt Wegener
Dieterich Knoll Olhoft Sikorski - Willet
Gearty Lessard QOlson Spear

Gunderson Luther Penny Staples

Hanson McCutcheon Perpich Stokowski

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:

) 5é7Tl)1e text of the amended House File is identical to S. F. No.

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 aofter 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-
‘4ive 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 “2h,” delete “and” and after “3” insert
“and by adding a subdivision”

The guestion 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 Dunn Keefe, J. Ogdaht Sieloff
Bang Engler Kirchner Pillsbury Sillers
Bernhagen Frederick Knaak Renncke Ueland, A.

Brataas Jensen Knutson Rued Ulland, J.
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Those who voted in the negative were:

Anderson Humphrey Merriam Purfeerst Strand
Benedict Johnson Moe Schaaf Tennessen
Chmielewski Keefe, S. Nelson Schmitz Vega
Coleman Kleinbaum  Nicheols Setzepfandt Wegener
Dieterich Knoll Olhoft Sikorski Willet
Gearty Lessard .  Olson Solon

Gunderson Luther Penny Spear

Hanson McCutcheon Perpich Staples

Hughes Menning Peterson Stokowski

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:

(Tl)'le 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 2¢ 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 9¢ 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-
ginni’r’ag 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 Frederick Knaak Renneke Ueland, A.
Bernhagen Jensen Knutson Rued Ulland, J.
Brataas Keefe, J. Ogdahl Sieloff

Engler Kirchner Pillsbury Sillers
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Those who voted in the negative were:

Anderson Humphrey Menning Perpich Stumpf
Benedict Johnson Merriam Schaaf Tennessen
Chmielewski Keefe, S, Moe Setzepfandt Vega
Dieterich - Kleinbaum Nelson Sikorski Wegener
Gearty Knoll Nichols Spear Willet
Gunderson Lessard Otlhoft Staples

Hanson Luther Olson Stokowski

Hughes MecCutcheon Penny Strand

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:

ég‘l)le text of the amended House File is identicai 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 Sillers
Bang Frederick Knaak Renneke Ueland, A.
Bernhagen Jensen Knutson Rued Ulland, J.
Brataas Keefe, J. Ogdah! Sieloff

Those who voted in the negative were:
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, d. Knuison
Bang Dieterich Hanson Keefe, S. Lessard
Benedict Dunn Hughes Kirchner Luther
Bernhagen Engler Humphrey Kleinbaum McCutcheon

Brataas Frederick Jdensen Knaak Menning
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Merriam Penny Schaaf Spear Ulland, J.
Moe Perpich Schmitz Staples Vega
Nelson Peterson Setzepfandt  Stokowski ‘Wegener
Nichols Pillsbury Sieloff Strand Willet
Ogdahl Purfeerst Sikorski Stumpf

Olhoft Renneke Sillers Tennessen

Olson Rued Solon Ueland, A.

So the bill, as amerided, 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
pam. Mr. Sikorski was excused from the Session of today from
2:00 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.
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CALL OF THE SENATE

Mr. Hanson imposed a call of the Senate. The following
Senators answered to their names:

Benedict Hughes Merriam Schaaf Strand
Brataas Humphrey Moe Schmitz Stumpf
Chmielewski Johnson Nelson Setzepfandt Tennessen
Davies Keefe, S. Nichols Sikorski Vega
Dieterich Kleinbaum Olson Solon Wegener
Gearty Lessard Penny Spear Willet
Gunderson Luther Perpich Staples

Hanson Menning Purfeerst Stokowski

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
request 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 Commitiee 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 [ranchise 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 Staples
Chmielewski Hughes Menning Peterson Stokowski
Coleman Humphrey Merriam Purfeerst Strand
Davies Johnson Moe Schaaf Stumpf
Dieterich Keefe, S. Nelson Schmitz Vega
Dunn Knoll Qlhoft Sikorski Willet
Gearty Lessard Olson Sillers

Gunderson Luther Penny Spear

So the bill passed and its title was agreed to.

SPECIAL ORDER

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 Hughes =  Menning Purfeerst Strand
Chmielewski Humphrey Moe Schaaf - Tennessen
Davies Johnson Nelson Schmitz Vega
Dieterich Keefe, S. Olhoft Setzepfandt  Willet
Dunn Knoll Olson Sikorski

Gearty Lessard Penny Silters

Gunderson Luther Perpich Staples

Hanson McCutcheon Peterson Stokowski

Mr. Merriam voted in the negative.
So the bill, as amended, passed and its iitle 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. 260, 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
paymentis 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 inade, 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 meiropolitan 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 )

(11) Any service by an emplovee 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 employee 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 1,664
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, his the annuity or re-
tirement allowance shall cease when he the retired employee has
earned $2:000 $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 such a
re-employed retired employee. If sueh 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 Statutes 1978, Section 352.22, Subdivision 1, is
amended to read:

352.22 [REFUND OR DEFERRED ANNUITIES.] Subdivision
1. [SERVICE TERMINATION.] Any employee who ceases to be
a state employee by reason of termination of state service, shall be
entitled to a rofunrdment refund provided in subdivision 2 or a de-
ferred retirement annuity as provided in subdivision 3. Application
for a refundment 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 : except that
smployees who atlain mondatory rctirement age and sz roquired
te rctire and whe are not cligible {9 reccive an annuity under sce-
tions 352115 or 35272, may apply for rofundment witheut any
waiting peried.

Sec. 5. Minnesota Statutes 1978, Section 352.22, Subdivision 10,
is amended to read:

Subd. 10. [OTHER REFUNDS,] Former employees covered by
the svstem who are or who shall become members of the highway
patrolmen’s retirement ac=eeiatisn; the state police officers retire-
ment 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 law effectual-
ly elect membership in a federal retivement 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
mfuﬂdmentmtheu%aﬂywamﬂgpened-mmmtequalte
their respeetive accumulated contributions witheut interest make
application for a refund of their accumulaeted contributions plus in-
terest as provided in subdivision 2, upon the expiration of 30 doys
or more after their coverage ceases, notwithstanding their continu-
ance in state service but in positions not covered by this chapter.

%ec. 6. Minnesota Statutes 1978, Section 352.95, is amended to
read:

352.95 [DISABILITY BENEFITS.] An emplovee who beeomes
totaﬂyandpeﬁmanentlydwabledudaﬂemaewefedeemehenal

seeﬁen%%—ﬂge*eeptthatwhensuehpemenbeeemas%yeﬂsni
age he shall be deemed 4o be retired and shall be entitled to re-
eeive the benefit provided under seetion 352113, subdivision 3,
whethepernetdmabled&tsuehage—%empleyeawhe*eeeﬂwsa
disability benefit chall not be entitled to an annuity under seetion
362.03; even though stherwise qualified; until reemployed in a cov-
eredeeﬁeetmnalpemenierapeﬂedef&tln&steneyeaFSubdz—
vision 1. Any covered correctional employee less 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 1 and 2, and computed as though the
employee had at least 10 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 claimed. If any examination indicates to the
medical advisor that the employee is no longer disabled, the dise-
bility payment shall be discontinued upon reinstatement to state
service or within 60 days of suck 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 ennuity
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
cl%ulge provision of section 352.93, subdivision 3, shall be appli-
ca

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 o gainful occu-
pation and his or her earnings are less than the salary received
at the date of disability or the salary currently peid 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:

363,37 [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 ke the person remains
In public service as a non-elective employee of a governmental
subdivision, if his earned compensation for sush the re-employment
service equals or exceeds $3;000 $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 shall commence
as of the first of the month in which the maximum permitted com-
pensation is exceeded as herein provided, but shall net only apply
to any those months in which the annuitant is net 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 his
retirement shall be entitled to hold such office and receive his
the annuity otherwise payable from the public employees retire-
ment association. Upon proper showing by an annuitant that this
ineligibility the reqgson 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 dees shall not increase or decrease the
emount of any annuity when paymenis thereof are 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 term 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
determine whether all or none of such combined employment will
be covered by the teachers retirement association. The term does
not mean any person who works for such school or institution as
an independent contractor. During any fiseal year; The term 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; previded that based on
non-teaching employment; and {3) the certification is made annu-
ally and is made on a form prescribed by the executive director.
The term 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 forms 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
forms prescribed by the executive director to make the required
emg)loyer 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 ; whe. 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 seetions 354-05 to 354-10
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 @ major retirement system.

Sec. 10. Minnesota Statutes 1978, Section 354.44, Subdivision 1a,
is amended to read:

Subd. 1a. [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 required $o terminate employment purcuant to this sub-
divisien 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 earlier otder
pursuant to this subdivisien 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;000 $4,500 in any
academic year from employment as a substitute or part time teach-
er, any person over the age of 65 vears 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 {eacher 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 annmty except that during any
quarter in which his the person’s income from such the teaching
service for any person under the age of 65 exceeds the sum of $808
$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-
vision shall be deducted from the annuity payable for the quarter
immediately following the quarter in which the excess amount was
earned. After a member 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-



2262 JOURNAL OF THE SENATE [53RD DAY

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 354.47, 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-
divigion 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 dependent spouse or if there is no surviving

gpouse 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 hefore 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
dependent spouse or if there is no surviving dependent 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.

Secal4. 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 which 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 fer-
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



53RD DAY] MONDAY, MAY 14, 1979 2263

by virtue of employment as a substitute teacher; provided further
that upon having earned $3;000 $4,500 in any academic year
from employment as a substitute teacher, any person over the
age of 65 gears 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 employed in a pesition eovered by an active member of
any sueh applicable fund, who has credit for at least three years
one year but less than ten years of allowable service in sueh fund
or o combination of sueh one or more of the applicable funds, and
who is required to terminate corviee pursuant {0 a mandetory retire-
ment statule; or whe terminates active service at age 65 or older
for any reason shall be entitled upon making writien application
on the form prescribed by executive director or executive secretary
of the fund to a proportionate retirement annuity from each sueh
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 his allowable service credit
at the time of mandatory retirement; provided; however; that 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 aectuarial imposition of the appropriate early
retirement reduction of an annuity fer which epplication is made
commences prior to normal retirement age.

Secalﬁ. 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 for a period of 20 years 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.d 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. |RETROACTIVE 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 transii 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;

(¢) 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 «
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 date 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 had 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 cormmencement of the anmuity was at least 65 if the person
had credit for ten or more years of service, or was at least age 62
if the person had 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 io 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 rate 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) shall 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
glredlted with one of the lengths of service specified in that sub-
vision.

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 entitied
to receive allowable service 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 qualifi-
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 1a, 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 eam-
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 mili 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-
ows:
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Those who voted in the affirmative were:

Benedict Frederick Luther Purfeerst Staples
Bernhagen Gearty McCutcheon Rued Stokowski
Brataas Gunderson Menning Schaaf Strand
Chmielewski Hanson Moe Schmitz Stumpf
Davies Hughes Nelson Setzepfandt Ulland, J.
Dieterich Johnson Othoft Sieloff Ve
Dunn Kirchner Peterson Sillers Willet
Engler Knoll Pillsbury Solon

Those who voted in the negative were:
Lessard Merriam Penny Perpich Tennessen

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

SPECIAL ORDER

8. F. No. 981: A bill for an act relating to retirement; volunteer
firefighters’ relief association and independent nonprofit fire-
fighting corporations; providing for a flexible 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 pro , the
authorization of retirement benefits for volunteer firefighters and
the mandated guidelines for the financing of volunteer 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; 308, 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 aand 2, Subdivision 1; 753, Section 2, Subdivisions 1 and
1a; 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. 2¢. [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
pavments 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 n;inimum obligation of the municipality 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 cuse 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 voluntcer firefighters’ relief association is es-
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tablished and incorporated, the requirement that the member com-
Dlete 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 ot
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 poyment 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-
stoner 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:

“To the extent 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 guestion was taken on the passage of the bill, as amended.

The roll was called, and there were yeas 55 and nays 0, as
follows:



53RD DAY] MONDAY, MAY i4, 1979 2273

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 Stokowski
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 Vega
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 1; 62E.08; 62E.10; 62E.11; 62E.13,
Subdivision 2; 62E.14, Subdivision 1; 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
8. 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.11; 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 Gearty Luther Pillsbury Strand
Bang Gunderson McCutcheon Purfeerst Stumpf
Benedict Hanson Menning Renneke Tennessen
Bernhagen Hughes Merriam Rued Ueland, A.
Brataas Humphrey Moe Schaaf Ulland, J.
Chenoweth Johnson Nelson Schmitz Vega
Chmielewski Keefe, S. Nichols Setzepfandt Wegener
Davies Kirchner Olhoft Sieloff _ Willet
Dieterich Kleinbaum Olson Sikorski

Dunn Knaak Penny Sillers

Engler Knoll Perpich Staples

Frederick Lessard Peterson Stokowski

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-
ows:

Those who voted in the affirmative were:

Ashbach Hanson MecCutcheon Peterson Staples
Bang Hughes Menning Pillsbury Stokowski
Benedict Humphrey Merriam Purfeerst Strand
Brataas Johnson Moe Renneke Stumpf
Chenoweth Keefe, J. Nelson Schaaf Tennessen
Chmielewski Keefe, S. Nichols Schmitz Ueland, A.
Dieterich Kirchner Ogdahl Setzepfandt Vega
Dunn Kleinbaum Olhoft Sieloff Wegener
Frederick Knoll Olson Sikorski Willet
Gearty Knutson Penny Sillers
Gunderson Luther Perpich Spear

Those who voted in the negative were:
Bernhagen Engler Lessard Rued Ulland, J.
Davies

So the bill passed and its title was agreed to.
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SPECIAL 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 follows:

Page 1, line 18, after “granted” insert “and occurring on or
after July 1, 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 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:

Ashbach Gunderson  Lessard Perpich Staples
Hanson Luther Peterson Stokowski
Benedict Hughes McCuicheon Pillsbury Strand
Bernhagen Humphrey Menning Purfeerst Stumpf
Brataas Johnson Merriam Renneke Tennessen
Chenoweth Keefe, J. oe Rued Ueland, A.
Chmielewski Keefe, S. Nelson Schaaf Ulland, J.
Davies Kirchner Nichols Schmitz Vega
Dieterich Kleinbaum Ogdahl Setzepfandt Wegener
Dunn Knaak Olhoft Sielo Willet
Engler Knoll Olson Sikorski
Gearty Knuison Penny Solon

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 Gunderson Lessard Perpich Solon
Bang Hanson Luther Peterson Staples
Benedict Hughes McCutcheon  Pillsbury Stokowski
Bernhagen Humphrey Menning Purfeerst Strand
Chenoweth Jensen Merriam Renneke Tennessen
Chmielewski Johnson Moe Rued Ueland, A.
Davies Keefe, J. Nelson Schaaf Ulland, J.
Dieterich Keefe, S. Nichols Schmitz Vega
Dunn Kirchner Ogdahl Setzepfandt Wegener
Engler Kleinbaum Qlhoft Sieloff Willet
Frederick Knaak Olson Sikorski

Gearty Knutson Penny Sillers

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
hoard 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
E%lggigi}’ative services shall be subject to the provisions of section

Renumber the sections in sequence
Amend the title as follows:

L]

Page 1, line 2, after “insurance;” insert “providing for coverage
of certain medical benefits under automobile insurance policies;”

) Padg’t’a 1, line 7, delete “Subdivision” and insert “Subdivisions
an
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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 Tennessen
Chenoweth Johnson Moe Schaaf Vega
Chmielewski Keefe, J. Nelson Setzepfandt Wegener
Davies Keefe, S. Nichols Sikorski Willet
Gearty Kleinbaum  Olhoft Solon
Gunderson Knoll Qlson Spear
Hanson Lessard Penny Staples
Hughes Luther Peterson Stumpf

Those who voted in the negative were:
Ashbach Dunn Kirchner Ogdahl Strand
Bang Engler Knagk Pillsbury Ueland, A.
Bernhagen  Frederick Knutson Renneke Ulland, J.
Dieterich Jensen Merriam Rued

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-
pendency.

Sec, 3. Minnesota Statutes 1978, Section 85B.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 loss
benefits, survivor’s economic loss benefits and survivor’s replace-
ment gervices loss;”

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 veas 49 and nays 8, as
follows:

Those who voted in the affirmative were:

Bang Gearty Luther Perpich Spear
Benedict Gunderson McCutcheon Peterson Stokowski
Brataas Hughes Menning Pillsbury Stumpf
Chenoweth  Humphrey Merriam Schaaf Tennessen
Chmielewski Johnson Moe Schmitz Ueland, A.
Davies Kirchner Nelson Setzepfandt Ulland, J.
Dieterich Knaak Nichols Sieloff Veza
Dunn Knoll Olhoft Sikorski Wegener
Engler Knutson Olson Sillers Willet
Frederick Lessard Penny Solon

Those who voted in the negative were:
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 ORDER

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 “who 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 Stokowski
Bang Humphrey McCutcheon Renneke Strand
Benedict Jensen Menning Rued Stumpf
Bernhagen Johnson Merriam Schaaf Tennessen
Chmielewski Keefe, J. Moe Schmitz Ueland, A.
Coleman Keefe, S, Nelson Setzepfandt Ulland, J.
Davies Kirchner Ogdahl Sikorski Vega
Dunn Knaak Olson Sillers Wegener
Engler Knoll Penny Solon Willet
Frederick Knutson Peterson Spear

Gunderson Lessard Pillsbury Staples

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 Hughes McCutcheon Perpich Stokowski
Chenoweth Humphrey Menning chaaf Stumpf
Chmielewski Jensen Merriam Schmitz Tennessen
Coleman Johnson Moe Setzepfandt Ulland, J.
Davies Keefe, S, Nelson Sieloff Vega
Gearty Kleinbaum Olhoft Sikorski Willet
Gunderson Knoll Olson

pear
Hanson Luther Penny Staples
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Those who voted in the negative were:

Bang Frederick Lessard Purfeerst Strand
Bernhagen Keefe, J. Nichols Renneke Ueland, A.
Brataas Kirchner Ogdahl Rued Wegener
Dunn Knaak Peterson Sillers

Engler Knutson Pillsbury Solon

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





