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for political purposes, furnish or disclose, or aid or assist in furnishing or disclosing, any
list or names of persons obtained in the administration of these sections,, to a political
candidate, committee, campaign manager, or to any person for delivery to a political
candidate, committee, or campaign manager, and it shall be unlawful for any person to
receive any such list or names for political purposes.

Sec. 21. Notwithstanding any law to the contrary the amendment of Minnesota
Statutes 1974. Section 268.04. Subdivision 12, Clause (10) (cj contained in Laws 1975.
Chapter 336. Section 2. is effective January 1. 1978.

Sec. 22. REPEALER. Minnesota Statutes 1976. Section 268.08. Subdivision 5^ and
that portion of Laws 1975. Chapter 433. Section 11. Subdivision 4, referring to Minnesota
Statutes. Section 268.08. Subdivision 5^ Clause (b) are repealed.

Sec. 23. EFFECTIVE DATE. Sections 4, 6, Uj H, 20 and 2J. are effective the day
following final enactment. Section 3 shall be effective the day following the approval of
the secretary of labor, pursuant to section 3304(a) of the federal unemployment tax act, of
an unemployment compensation law of the Virgin Islands. Section 13 shall be gffective on
April 1. 1977. Sections 1. 2. 5. 7. 8. 9. 10. 12. 14. 18. and 22 are effective on January I.
1978. Section 19 is effective July 2. 1977.

Approved May 26, 1977.

CHAPTER 298—H-F.No. 1337

An act relating to taxation; removing membership dues, fees and assessments received
by certain homeowners associations from definition of gross income for corporate income tax
purposes; amending Minnesota Statutes 1976, Section 290.01, Subdivision 20.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 1976, Section 290.01, Subdivision 20, is amended to
read:

Subd. 20. INCOME TAX; GROSS INCOME; MEMBERSHIP DUES. Except as
otherwise provided in this chapter, the term "gross income," as applied to corporations
includes every kind of compensation for labor or personal services of every kind from any
private or public employment, office, position or services; income derived from the
ownership or use of property; gains or profits derived from every kind of 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, I960 and prior to
January 1, 1971, the term "gross income" in its application to individuals, estates, and
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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 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 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, commission, or instrumentality
of the United States, which the laws of the United States exempt from federal income tax,
but not from state income taxes;

(3) Income taxes imposed by this state or any other taxing jurisdiction, to the
extent deductible in determining federal 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 this chapter, to the extent deductible in
determining federal adjusted gross income;

(5) Amounts received as reimbursement for an expense of sickness or injury which
was deducted in a prior taxable year to the extent that the deduction for such reimbursed
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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 nonassignable 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 taxable year's income tax liability,
proportionate to the percentage of federal income tax that was claimed as a deduction in
determining Minnesota income tax for such previous taxable year.

The overpayment refund or credit, determined with respect to a husband and wife
on a joint federal income tax return for a previous taxable year, shall be reported on joint
or separate Minnesota income tax returns. In the case of separate Minnesota returns, the
overpayment 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 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, 1974, to the extent of the
credit under section 38 of the Internal Revenue Code of 1954, as amended through
December 31, 1974, that was previously allowed as a deduction either under'section"
290.01, subdivision 20 (b) (9) or under section 290.09, subdivision 24; and

(10) Expenses and losses arising from a farm which are not allowable under section
290.09, subdivision 29;

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

(12) 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.

(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
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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 difference in basis is due lo 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 inciudible 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 refund or credited to another taxable year's income tax liability;

(7) The amount of any pension or benefit 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 excluded from gross income under the
provisions of section 290.65; and

(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, 1974, 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.

(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 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.

Changes or additions indicated by underline deletions by strikeout



Ch. 298 LAWS of MINNESOTA for 1977 555

(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 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 reserve 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 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
imposed by this act, and (2) amounts received as refunds on account of taxes deducted
from gross income during any taxable year shall be treated as gross income for the year in
which actually received, but only to the extent that such amounts resulted in a reduction
of the tax imposed by this act.

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

Sec. 2. EFFECTIVE DATE. This act is effective for taxable years beginning after
December 31. 1976.

Approved May 26, 1977.

Changes or additions indicated by underline deletions by strikeout


