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a single tax statement of which the homestead is a part.

Sec. 2. This act is effective for all claims filed on or after January
1, 1975 based on property taxes due and payable in 1975 and there-
after for each succeeding year, and for rent constituting property taxes
accrued for 1974 and thereafter for each succeeding year.

Approved March 21, 1974.

CHAPTER 200—H.F.No.3322
[Not Coded]

An act relating to intoxicating liquor; county licenses in unorganized or unin-
corporated areas of certain counties; amending Laws 1973, Chapter 566, Section 1.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Laws 1973, Chapter 566, Section 1, is amended to read:

Section 1. ST. LOUIS COUNTY; LIQUOR LICENSES. Subject to
the provisions of Minnesota Statutes, Section 340.11, Subdivision 10,
and other applicable provisions of the intoxicating liquor law, the
county boards of each of the counties of St. Louis, Koochiching, and It-
asca may issue combination licenses for the on-sale and off-sale of in-
toxicating liquor in unorganized or unincorporated areas. No combina-
tion license shall be issued to an establishment which is located less
than five—three miles by the most direct route from a municipality
which contains an establishment possessing an off-sale liquor license.
The fee charged for such licenses shall be competitive with similar li-
cense fees in comparable areas for combination on-sale and off-sale li-
censes. Any license issued pursuant to this section shall be included
within the maximum number of licenses Authorized by section 340.11,
subdivision 10. No holder of a combination license issued pursuant to
this section shall continue to operate an off-sale business after discon-
tinuance of the on-sale portion of his business.

Approved March 21, 1974.

CHAPTER 201—H.F.No.3331

An act relating to taxes on and measured by net income; amending Minne-
sota Statutes 1971, Section 290.01, Subdivision 20, as amended.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:
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Section 1. Minnesota Statutes 1971, Section 290.01, Subdivision
20, as amended by Laws 1973, Chapters 711, Section 1, and 737, Sec-
tion 1, is amended to read:

Subd. 20. TAXATION; INCOME TAX; GROSS INCOME DE-
FINED. Except as otherwise provided in this chapter, the term "gross
income," as applied to corporations includes every kind of compensa-
tion 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 disposition of, or every kind of dealing in, property; income de-
rived from the transaction of any trade or business; and income de-
rived from any source.

For each of the taxable years beginning after December 31, 1960
and prior to January 1, 1971, the term "gross income" in its applica-
tion 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 computed for federal
income tax purposes as defined in the Internal Revenue Code of 1954,
as amended through the date specified herein for the applicable tax-
able year, with the modifications specified in this section.

(i) The Internal Revenue Code of 1954, as amended through De-
cember 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 De-
cember 31, 1972, shall be in effect for taxable years beginning after
December 31, 1972.

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

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 Minne-
sota or a political subdivision of any such other state exempt from fed-
eral income taxes under the Internal Revenue Code of 1954;
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(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 juris-
diction, to the extent deductible in determining federal adjusted 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 chap-
ter 290, 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) Losses which do not arise 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, and including any such non-
assignable losses which occur prior to the time the individual becomes
a resident of the state of Minnesota;

(7) The amount of any federal income tax overpayment for any
previous taxable year, received as refund or credited to another tax-
able year's income tax liability, proportionate to the percentage of fed-
eral income tax that was claimed as a deduction in determining Minne-
sota 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 Minnesota income
tax returns. In the case of separate Minnesota returns, the overpay-
ment shall be reported by each spouse proportionately 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;

(8) In the case of a move-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;

(9) 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, 1972, to the extent of the credit under section
38 of the Internal Revenue Code of 1954, as amended through Decem-

Changes or additions indicated by underline deletions by Otrilteout



Ch. 201 LAWS of MINNESOTA for 1974 305

her 31, 1972, that was previously allowed as a deduction either under
section 290.01, subdivision 20 (b) (9) or under section 290.09, subdivi-
sion 24; and

(10) Expenses and losses arising from a farm which are not allow-
able under Laws 1973. Chapter 737. Section 2 ef tfcw aet.

(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 in-
come 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 pur-
poses 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;

(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) Income which does not arise from events or transactions
which are assignable to Minnesota under the provisions of sections
290.17 to 290.20;

(5) 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 carryforwards
or carrybacks resulting from such losses;

(6) If included in federal adjusted gross income, 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 re-
fund or credited to another taxable year's income tax liability;

(7) The amount of any pension or benefit received ft"em tfee
Tjnittrtr 0iutc9 or ipom trie siutu o? ivitftfiCTjocti, OF tiny or 119 SUDOITI*
9ton»; which is excluded from gross income under the provisions of
section 290.08, subdivision 6; and

(8) The amount of compensation for personal services in the
armed forces of the United States or the United Nations which is ex-
cluded from gross income under the provisions of section 290.65; and
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(9) 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, 1972.

(c) Modifications affecting shareholders of electing small business
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 chapter, 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 own-
ership. Also there shall be added to federal adjusted gross income the
amount of any distributions in cash or property made by said corpora-
tion 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 corpora-
tion 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 share-
holders 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 section 290.972 of
this chapter and at the close of the taxable year immediately preceding
the effective election under section 290.972 the corporation has a re-
serve of undistributed taxable income previously 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 dif-
ferent taxable year under methods of accounting permitted by section
290.07, except that (1) amounts transferred from a reserve or other ac-
count, 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 oc-
curs, 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
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shall be treated as gross income for the year in which actually re-
ceived, but only to the extent that such amounts resulted in a reduc-
tion of the tax imposed by this act. if a husband and wtfe hove filed a
jemt federal income teat return a»d separate Minnesota income ta* PC-
turn!) T0F tnc 3Qfno I&HQCMC ponou, Bmounts roccivcu ft^ FCiunos on tic™
count el federal income taxes paid shall be mcluded m g*e»9 income m
the sft«*e Hrtte as the deductions for federal income taxes wefe claimed
tft the separate Minnesota tft* returns.

(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 deduc-
tions 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.

Sec. 2. The provisions of this act shall be applicable to taxable
years beginning after December 31, 1972 except as otherwise stated.

Approved March 21, 1974.

CHAPTER 202—H.F.No.3384
[Not Coded]

An act relating to public transit in the city of Red Wing; providing for contin-
ued municipal financial assistance and expanding the definition of public transit;
amending Laws 1969, Chapter 538, Sections 1, Subdivision 2; and 6.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MIN-
NESOTA:

Section 1. Laws 1969, Chapter 538, Section 1, Subdivision 2, is
amended to read:

Subd. 2. RED WING, CITY OF; PUBLIC TRANSIT. "Public
transit" means transportation of passengers for hire by means of a
street railway, elevated railway, subway, underground railroad, motor
vehicles, buses, or other means of conveyance operating as a common
carrier on a regular route or routes, or any combination thereof, but
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