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CHAPTER 60 —H.F.No. 435

An act relating to taxation; income; property lax refund; adopting certain
federal income tax amendments; amending Minnesota Statutes 1980, Sections 290.01,
Subdivision 20; 290.06, Subdivision 14; 290.07, Subdivision 5; 290.077, Subdivision 4;
290.08, Subdivisions 8 and 20; 290.09, Subdivisions 3, 4, J7a, and )9; 290.091; 290.131,
Subdivision 2; 290.132, Subdivision 2; 290.135, Subdivision 2; 290.136, Subdivision I;
290.138, by adding a subdivision; 290.26, Subdivision 2; 290.31, Subdivision 3; 290.4!,
by adding subdivisions; 290.92, Subdivision 20; 290.934. Subdivision 4; 290.97(, by
adding a subdivision; 290A.03, Subdivision 3; 474.12, Subdivision 2; and Laws 1980,
Chapter 607, Article I, Section 34; repealing Minnesota Statutes 1980, Sections 290.08,
Subdivisions 7 and 13; 290.09, Subdivision 12; 290.136, Subdivisions 2, 3, 4, 5. 6, 7, and
9; 29Q.137; and 290.)38, Subdivisions J and 2.

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

Section I. Minnesota Statutes 1980, Section 290.01, Subdivision 20, is
amended to read:

Subd, 20. GROSS INCOME. Except as otherwise provided in this
chapter, (he 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 through December 31, W9 1980.

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, 1974, shall be in effect for the taxable years beginning after December 31,
1974.

(ii) 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 this chapter at the same
time they become effective for federal income tax purposes. Section 207
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(relating lo extension of period for nonrecognition 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.

The provisions of section 4 of P.L. 95-458, a«4 sections 131, 133, 134,
141, 152, 156, 157, a*4 405. and 543 of P.L. 95-600, and section 2 of P.L. 96-608
(relating to pensions, individual retirement accounts, deferred compensation
plans, and te the sale of a residence and to conservation payments to farmers)
including the amendments made to these sections in P.L. 96-222 shall be
effective at the same time that these provisions became effective for federal
income tax purposes.

(iii) The Internal Revenue Code of 1954, as amended through December
31, 1979, shall be in effect for taxable years beginning after December 31, 1979.

Fef taxable yeafs beginning afce? December 34^ 4980 and b«few January
4i 1983, (iv) The Internal Revenue Code of 1954. as amended through Decem-
ber 31. 1980, shall be in effect for taxable years beginning after December 31,
1980 including the provisions of section 404 (relating to partial exclusions of
dividends and interest received by individuals) of the Crude Oil Windfall Profit
Tax Act of 1980, P.L. 96-223; shall apply. The provisions of P.L. 96-471
(relating to installment sales) shall be effective at the same time that they
become effective for federal income 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.

(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 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;
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(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 the 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 determining Minnesota income tax for the 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;

(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 to the extent of the credit under section 38
of the Internal Revenue Code of 1954 that was previously allowed as a
deduction either under section 290.01, subdivision 20 (b) (7) or under section
290.09, subdivision 24;

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

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

(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) To the extent deducted in computing the taxpayer's federal adjusted
gross income for the taxable year, losses recognized 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, if the nonprofit
corporation is domiciled outside of Minnesota;
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(14) Exempt-interest dividends, as defined in section 852(b)(5)(A) of the
Internal Revenue Code of 1954, not included in federal adjusted gross income
pursuant to section 852(b)(5)(B) of the Internal Revenue Code of 1954, except
for that portion of 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;

(15) The amount of any excluded gain recognized by a trust on the sale
or exchange of property as defined in section 641(c)(l) of the Internal Revenue
Code of 1954;

(16) An amount equal to one-sixth of any gain from the sale or other
disposition of property deducted under sections I202(a) and 1202(c)(l) of the
Internal Revenue Code of 1954;

(17) To the extent not included in the taxpayer's federal adjusted gross
income, the amount of any gain, from the sale or other disposition of property
having a lower adjusted basis for Minnesota income tax purposes than for
federal income tax purposes. This modification shall not exceed the difference
in basis. If the gain is considered a long term capital gain for federal income
tax purposes, the modification shall be limited to 50 percent of the portion of
the gain. This modification is limited to property that qualified for the energy
credit contained in section 290.06, subdivision 14, and to property acquired in
exchange for the release of the taxpayer's marital rights contained in section
290.14, clause (9);

(18) The amount of any loss from a source outside of Minnesota which
is not allowed under section 290.17 including any capital loss or net operating
loss carryforwards or carrybacks resulting from the loss; and

(19) The amount of a distribution from an individual housing account
which is to be included in gross income as required under clause (c) of section
290.09, subdivision 30.

(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 modification shall be limited to 50 per centum of the portion
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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 the securities
but includible in gross income for federal income tax purposes;

(4) Losses, not otherwise reducing federal adjusted gross income assigna-
ble 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 the
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 the 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, or the
amount reflected as the ordinary income portion of a lump sum distribution
under section 402(e) of the Internal Revenue Code of 1954, notwithstanding
any other law to the contrary, the amount 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 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, 409 or 409A of the Internal Revenue Code of 1954.
The maximum amount of this subtraction shall be $11,000 less the amount by
which the individual's federal adjusted gross income, plus the ordinary income
portion of a lump sum distribution as defined in section 402(e) of the Internal
Revenue Code of 1954, exceeds $17,000. 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 $11,000; this
subtraction shall not be reduced by the amount of the individual's federal
adjusted gross income in excess of $17,000;

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

(9) The amount of any distribution from a qualified pension or profit
sharing plan included in federal adjusted gross income in the year of receipt to
the extent of any contribution not 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 i974 or later;

(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 before January 1, 1982 that is guaranteed by the
commissioner of agriculture as provided in sections 41.51 to 41.60;

(11) The first $3,000 of compensation for personal services in the armed
forces of the United Stales or the United Nations, and the next $2.000 of
compensation for personal services in the armed forces of the United States or
the United Nations wholly performed outside the state of Minnesota. This
modification does not apply to compensation defined in clause (b)(6);

(12) The amount of any income earned for personal services rendered
outside of Minnesota prior to the date when the taxpayer became a resident of
Minnesota. This modification does not apply to compensation defined in
clause (b)(6);

(13) In the case of wages or salaries paid or incurred on or after January
1, 1977, the amount of any credit for employment of certain new employees
under sections 44B and 51 to 53 of the Internal Revenue Code of 1954 which is
claimed as a credit against the taxpayer's federal tax liability, 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;

(14) In the case of work incentive program expenses paid or incurred on
or after January I, 1979, the amount of any credit for expenses of work
incentive programs under sections 40, 50A and 50B of the Internal Revenue
Code of 1954 which is claimed as a credit against the taxpayer's federal tax
liability, 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;

(15) Unemployment compensation to the extent includible in gross
income for federal income tax purposes under section 85 of the Internal
Revenue Code o'f 1954;

(16) To the extent included in federal adjusted gross income, severance
pay that may be treated as a lump sum distribution under the provisions of
section 290.032, subdivision 5;
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(17) The amount of any income or gain which is not assignable to
Minnesota under the provisions of section 290.17; and

(18) Minnesota exempt-interest dividends as provided by subdivision 27.

(c) Modifications affecting shareholders of electing small business corpo-
rations under section 1372 of the Internal Revenue Code of J954, 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 the corporation
and shall add to federal adjusted gross income the amount of any loss claimed
as a result of 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 the corporation is liquidated or the
individual shareholder disposes of the 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, the share-
holders 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 the reserve
is distributed to shareholders the 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 lo 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 the 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 the amounts resulted in a reduction
of the tax imposed 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 dece-
dent. Amounts allowable under section 291.07, subdivision 1, clause (2) in
computing Minnesota inheritance or estate 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 the 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 lo
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 commis-
sioner.

Sec. 2. Minnesota Statutes 1980, Section 290.06, Subdivision 14, is
amended to read:

Subd. 14. RESIDENTIAL ENERGY CREDIT. A credit of 20 percent
of the first $10,000 of renewable energy source expenditures, including the
expenditures described in clauses (a), (b) and (d) if made by an individual
taxpayer on a Minnesota building of six dwelling units or less and expenditures
for biomass conversion equipment described in clause (c), may be deducted
from the tax due under this chapter for the taxable year in which the
expenditures were made. For purposes of this subdivision, the term "building"
shall include a condominium or townhouse used by the taxpayer as a residence.
In the case of qualifying expenditures incurred in connection with a building
under construction by a contractor, the credit shall be deducted from the tax
liability of the first individual to purchase the building for use as a principal
residence or for residential rental purposes; the contractor shall not be eligible
for the credit given pursuant lo this subdivision for that expenditure.

A "renewable energy source expenditure" which qualifies shall include:

(a) Expenditures'which qualify for the federal renewable energy source
credit, pursuant to Section 44C of the Internal Revenue Code of 1954. as
amended through December 31, -MW9 1980. and any regulations promulgated
pursuant thereto, provided that, after December 31, 1980, any solar collector
included in ihe claimed expenditure is certified by the energy agency. A solar
collector is a device designed to absorb incident solar radiation, convert it to
thermal energy, and transfer the thermal energy to a f lu id passing through or in
contact with the device. "Solar collector" shall not include passive solar energy
systems as defined in clause (d):
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(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 minimum depth
of 12 inches of earth; and

(2) 50 percent or more of the wall area is covered with a minimum depth
of 12 inches of earth; and

(3) Those portions of the structure not insulated with a minimum of
seven feet of earth shall have additional insulation;

(c) Expenditures for biomass conversion equipment located in Minnesota
which produces ethanol, methane or methanol for use as a gaseous or as a
liquid 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 a
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:

(1) Control and distribution element, including fans, louvers, and air
ducts; and/or

(2) Retention element, including movable insulation used to minimize
heat loss caused by nocturnal radiation through areas used for direct solar heat
gain during daylight hours.

Eligible passive expenditures shall be for equipment, materials or devices
that are an integral part of the components listed above and essential to the
functioning of a passive design which qualifies pursuant to rules promulgated
by the commissioner of revenue in cooperation with the director of the energy
agency. Expenditures for equipment, materials, or devices which are a part of
the normal heating, cooling, or insulation system of a building are not eligible
for the credit.

If a credit was allowed to a taxpayer under this subdivision for any prior
taxable year, the dollar amount of the maximum expenditure for which a
taxpayer may qualify for a credit under this subdivision in subsequent years
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shall be $10,000 reduced by the amount of expenditures which a credit was
claimed pursuant to this subdivision in prior years. A taxpayer shall never be
allowed to claim more than $10,000 of expenditures during the duration of the
renewable energy credit.

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.

If the credit allowable under this subdivision exceeds the amount of tax
due in a taxable year, the excess credit shall not be refunded but may be carried
forward to the succeeding taxable year and added to the credit allowable for
that year. No amount may be carried forward to a taxable year beginning
after December 31, 1984.

A shareholder in a family farm corporation and each partner in a
partnership operating a family farm shall be eligible for the credit provided by
this subdivision in the same manner and to the same extent allowed a joint
owner of property under section 44C (d) of the Internal Revenue Code of 1954,
as amended through December 31, -MW9 1980. "Family farm corporation" and
"family farm" have the meanings given in section 500.24.

The credit provided in this subdivision is subject to the provisions of
Section 44C, (c) (7) and (10). (d) (I) to (3), and (e), of the Internal Revenue
Code of 1954, as amended through December 31, -W9 1980. and any regula-'
lions promulgated pursuant thereto.

The commissioner of revenue in cooperation with the director of the
energy agency shall promulgate rules establishing additional qualifications and
definitions for the credits provided in this subdivision.

Notwithstanding section 290.61, the commissioner of revenue may re-
quest the energy agency to assist in the review and auditing of the information
furnished by the taxpayer for purposes of claiming this credit. The provisions
of section 290.61 shall apply to employees of the energy agency who receive
information furnished by a taxpayer for purposes of claiming this credit.

The director of the energy agency shall promulgate rules establishing the
criteria for certification of solar collectors as required by clause (a). The
criteria shall:

(1) Specify the testing procedures to be used in the evaluation of solar
collectors:

(2) Establish minimum levels of collector quality for safety:

(3) Provide a means to determine the maintainability and structural
integrity of solar collectors:

*<:

(4) Establish a system for evaluating and rating the thermal performance
of solar collectors:
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(5) Specify the procedures lo follow to obtain certification of a solar
collector;

(6) Conform to the maximum extent practicable to the solar collector
certification requirements of other states which have adopted certification
procedures; and

(7) Allow for individual variation so as not to hamper the development
of innovative solar collectors.

The director of the energy agency may promulgate temporary rules
pursuant to section 15.0412, subdivision 5 to establish this certification proce-
dure.

This subdivision is effective for expenditures made during taxable years
beginning after December 31, 1978 and before January 1, 1983.

Sec. 3. Minnesota Statutes 1980, Section 290.07, Subdivision 5, is
amended to read:

Subd. 5. PROPERTY SOLD ON INSTALLMENT PLAN, fl) Under
regulations prescribed by the commissioner; a person who regularly seHs OF
f\ t nft fVi' I **,p Q t'lnofic R of ncrt^on3 i rtror^rtv on the i n^tHiim&fli r^lsn run v return 3^
income therefrom in any taxable yeaf that proportion ef (he installment
payments actually received in that year which the gross profit, realized ef te be

when ffrJi VmCTl t ic C-OmOtfitfiCl hfi 31*1 to tn£ tOt 3i

£34 I ncomc from & sjlc or other d JSDOSI tion of rcctl nropcrtv &f f roni 3
casual sa4e er other casual dispositkm el personal property (ether than property
f\£ a if iiwi whion w/inli'i r\rf\r\p r I y hfi incl iiofifj io thft invcn lory of t+v^i tflxp^vcr rf
oft hand at (he close ef the taxable year) for a price exceeding $1.000. may
(under regulations prescribed by the commissioner) ee returned en the basis
afl4 m the manner prescribed m paragraph fV^ T-he preceding sentence shatt
apply w the ease ef a sale OF other disposition during a taxable year beginning
alt AT iMAf* a»v^ V>A»* 1 I I QS^ / Vl/hf** >•»*»•- sir r \f\ t ctt t^fi t ft v a rkl^a UJVThf aflfl? *l f tf\F LlU)QrTvt LFWVNIUVI ^ I * I -* J I ^ TT IIVIIIV'I TTT II^Jl 3UUII HTrtl3t/IV TVdr VI MJ J HI IVI 1IIV

f\f cnsclmcnt of thi'L net ^ on lu if in th& 13 K3nlc vos r of tftc "v^lc &
disposition there afe no payments er the payments (exclusive of evidences ef
indebtedness of the purchaser) de net exceed 30 percent ef the selling price.

cala f\f r\r/\r\jvf tie *-VT\ an it\glall*yin>^ t \-^t^tc c\-» n II f*t*\r\ctit*tta ati j*l AJ-vt»J-v*-i \if hif n
3«lv tjT IJlxriTVf VT TTTT Otl If I JtaTITI !df I UtimS 3IIU1I t-Tj 1 1 3 1 H U\^ OTT VI^U UUl l IT llllt'II

election sha41 be irrevocable unless changed on of before the due date for fil ing

(4) H a* installment obligation is satisfied at other than its face value OF
d4s4fiou4edr transmitted, sold ef otherwise disposed of= gain ef loss sha4J result
teethe extent of the difference between the basis of the obligation, and (a) in the

realized, er- (e) m case el a distribution, transmission OF disposition otherwise
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than by sale OF exchange (he fair market value ef (he obligation at the (inie ef
such distribution transmission, or disposition. Any gam or less se resulting
gKlll OA f*f\**c*st a*-£ts4 *it- p-^*-i.l t t r t f t (ff^m >Ka f ^ la rt^ J>VJ?n^rtrt** f\f UUk f\T f\ftf\r t V 111
9III3I1 U^t WlISlULiI \,\J CT3 I V JUJ III 1C. 1 1 VI It tllC 9UIC t?T 7AVI1U11LV VT IHU V7I VLTVI \J TT1

respect ef which th« installment obligation was received. The basis ef th«
obligation shall be the excess ef the face value ef the obligation evef an amount
equal te the income which would be returnable were the obligation satisfied in
full Ejcccpt fts provided HI &oc-tion 290 Q77 ( rol3tin£ to rocipionis of in come in
respect ef decedents); this paragraph (4) shall net apply te the transmission ef
installment obligations at death. U an installment obligation is distributed by
one corporation te another corporation in the course ef a liquidation. and
tirt-^ia*- J* A^t.rtf* "jQfl 1 I A Ct lWHitf ip i j-krt J rtJl f**tm fie tf-icr* i tr l th rae~r+AS+t tn thj* rfV*f\irkt
If IIUVI JVVtlUlI t TV. 1 J"* 9VTTU1 f U1V11 C IfV Ed H I WT JUULJ *• I LJ1 J UxfLJWL ITT 1ITV I VtJLillJl

ef such ebligatiea is recognized in the ease ef (he recipient corporation, (hen no
gain OF less with Fespeet te the distribution ef sueh obligation shaU be
recognized in the ease ef the distributing corporation, (f an installment
obligation is distributed by a corporation in the course ef a liquidation; and
•irifiar Cfctinn TQO 1 ^S ^nh<i i vt^iftn 3- no 0^1 in or Iftcc xvoiilH hnvc hoon roco^

ntzed te (he corporation if (he corporation had seld ef exchanged sueh
installment obligation on the day ef sueh distribution, (hen no gain OF less shall
be recognized te such corporation by reason ef sueh distribution.

/j\\ If a tt\ \ rv\ vor cntitifio to l hf! n£n^fit*c f\F ryi r^ fFr^ oh ( I \ of tni1^
subdivision eleets for any taxable yeaf te report his net income and taxable net
income en (he installment basis, (hen in computing his ne( income and taxable
net income for such year- (referred te in (his and (he succeeding (we paragraphs
as "year ef change") er for any subsequent yea*; (a) installment payments
actually received during any sueh year- en account ef sales er other dispositions
j-xf r*r s-\r\**rt\F misla irt ft im tf tVfl Wla \f^ftf V***tnr<a UUh Uftfl T f\l f\T\finOf\ &*+** •* tlf\t OAtTT iJt ui_T3i iy Mifluv rn nii'T inAOUiv TTJOI uvi vi v nnj j vui rrr uiiutigv JJIIUM iiv* w

excluded ;• bu((b) (he (ax imposed by (his chapter for any taxable yeaf (referred
to in this and the succeeding (we paragraphs as "adjustment year") beginning
af(ef December 34r 1954. shall be reduced by (he adjustment computed under
paragraph (6)7

(6) in determining (he adjustment referred te in paragraph (4) (b) firs(
m *> **** *• tTV J UU.1 T

equals (he lesser efi (a) (he portion ef (he (a» fef sueh prior taxable yeaf which
1C qltfil^ii*'* rvl x» trt (VkJl rtT-j-fcgg a .̂f j-kfl.( <trK»j-ili •*>*!*• I n f* i 1 1 /I fiH |tl OT£\V.tL. mCfirflfr tf\f ^llf^HtO Qtt-1 IU ULliUJ C CTT II IV El \J33 |T1 VI TT Vf 111 VII f I U J IIIV^'IUUVU TTT ChlUJJ 1I1WIIJV I VI JUVII

prior taxable year^ and which by reason ef paragraph {^) (a) is tncludible in
firOSS ) ElvOtil v t Oi HrV ttlftilOic ycQi, OF \^f tflfl pOFtlvil TTT IflC let A I OF liHf

adjustment yeaf which is attributable te the gress profit described in subpara-
graph (aj ef (his paragraph; The adjustment referred te in paragraph {$) (b) for
the adjustment year is (he sum of the amounts determined under (he preceding

p) Per purposes ef paragraph (4^ (he portion ef the (ax fer a prior
taxable year^ of for the adjustment yeaf? which is attributable te the gross profit
described in sueh paragraph is tha4 amount which bears (he same ratte te (he
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la* imposed by this chapter (OF by the corresponding provisions ef
Minnesota income ta* laws) for such taxable year (computed without regard te
paragraph (6)) as the gross profit described in sweh paragraph bears to the gross
income fef s«eb taxable yea^ Income from installment sales shall be deter-
mined in accordance with the provisions of sections 453. 453A, and 453 B of the
Internal Revenue Code of J954, as amended through December 3j_, 1980.

Sec. 4. Minnesota Statutes 1980, Section 290.077. Subdivision 4. is
amended to read:

Subd. 4. DEDUCTION FOR FEDERAL ESTATE TAX AND MIN-
NESOTA INHERITANCE OR ESTATE TAX. (1) ALLOWANCE OF DE-
DUCTION; FEDERAL ESTATE TAX. (A) GENERAL RULE. A person who
includes an amount in gross income under this section, shall be allowed, for the
same taxable year, as a deduction an amount which bears the same ratio to the
estate tax attributable to the net value for estate tax purposes of all the items
described in subdivision 1, as the value for estate tax purposes of the items of
gross income or portions thereof in respect of which such person included the
amount in gross income (or the amount included in gross income, whichever is
lower) bears to the value for estate tax purposes of all the items described in
subdivision 1.

(B) ESTATES AND TRUSTS. In the case of an estate or trust, the
amount allowed as a deduction under subparagraph (A) of this subdivision
shall be computed by excluding from the gross income of the estate or trust the
portion (if any) of the items described in subdivision i, which is properly paid,
credited, or to be distributed to the beneficiaries during the taxable year. This
subparagraph shall apply to the same taxable years, and to the same extent, as
is provided in section 290.23. subdivision 5.

(2) METHOD OF COMPUTING DEDUCTION. For purposes of
paragraph (1) of this subdivision

(A) The term "estate tax" means the tax imposed on the estate of the
decedent or any prior decedent under the Internal Revenue Code of 1954. as
amended through December 31. 1979 section 2001 or 2101. reduced by the
credits against such tax.

(B) The net value for estate tax purposes of all the items described in
subdivision I, shall be the excess of the value for estate tax purposes of all the
items described in subdivision 1. over the deductions from the gross estate in
respect of claims which represent the deductions and credit described in
subdivision 2. Such net value shall be determined with regard to the provisions
of the Internal Revenue Code of 1954, as amended through December 31, 1979.
section 42l(c)(2). relating to the deduction for estate tax with respect to
restricted stock options.
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(C) The estate tax attributable to such net value shall be an amount
equal to the excess of the estate tax over the estate tax computed without
including in the gross estate such net value.

(3) ALLOWANCE OF DEDUCTION; MINNESOTA INHERITANCE
OR ESTATE TAX. (A) GENERAL RULE. A person who includes an amount
in gross income under this section, shall be allowed, for the same taxable year,
as a deduction an amount which bears the same ratio to the Minnesota
inheritance or estate tax attributable to the net value for inheritance or estate
tax purposes of all the items described in subdivision I, as the value for
inheritance or estate tax purposes of the items of gross income or portions
thereof in respect of which such person included the amount in gross income
(or the amount included in gross income, whichever is lower) bears to the value
for inheritance or estate tax purposes of all the items described in subdivision 1.

(B) ESTATES AND TRUSTS. In the case of an estate or trust, the
amount allowed as a deduction under subparagraph (A) of this subdivision
shall be computed by excluding from the gross income of the estate or trust the
portion (if any) of the items described in subdivision 1, which is properly paid,
credited, or to be distributed to the beneficiaries during the taxable year. This
subparagraph shall apply to the same taxable years, and to the same extent as is
provided in section 290.23, subdivision 5.

(4) METHOD OF COMPUTING DEDUCTION. For purposes of
paragraph (3) of this subdivision

(A) (i) The term "inheritance tax" means the tax imposed by Minnesota
on the estates of decedents dying before January 1, 1980, reduced by the credits
against such tax; (ii) The term "estate tax" means the tax imposed by
Minnesota on the estates of decedents dying on or after January I, 1980,
reduced by the credits against the tax^ (iii) The terms "inheritance tax" or
"estate tax" also include the tax imposed by other states on the estates of
decedents reduced by the credits against the tax.

(B) The net value for inheritance or estate tax purposes of all the items
described in subdivision 1, shall be the excess of the value for inheritance or
estate tax purposes of all the items described in subdivision 1, over the
deductions from the gross inheritance or gross estate in respect of claims which
represent the deductions and credit described in subdivision 2.

(C) (i) The inheritance tax attributable to such net value shall be an
amount equal to the excess of the inheritance tax over the inheritance tax
computed without including in the gross inheritance such net value; (ii) The
estate tax attributable to such net value shall be an amount equal to the excess
of the estate tax over the estate tax computed without including in the gross
estate the net value.
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(5) LUMP SUM DISTRIBUTION ADJUSTMENT. For purposes of
section 290.032 (other than the minimum distribution allowance), the total
taxable amount of any lump sum distribution shall be reduced b^ the amount
of the deduction allowable under paragraph (Ij of this subdivision which is
attributable to the total taxable amount (determined without regard to this
paragraph).

Sec. 5. Minnesota Statutes 1980. Section 290.08, Subdivision 8. is
amended to read:

Subd. 8. INTEREST FROM UNITED STATES. Interest upon obli-
gations of the United States, its possessions, its agencies, or its instrumentalities,
so far as immune from state taxation under federal law; and interest upon
obligations of the state of Minnesota, any of Us political or governmental
subdivisions, any of [ts municipalities, or any of its governmental agencies or
insIrumenlalities. This subdivision shall not apply to corporations taxable
under sections 290.02 or 290.36K or to individuals, estates, or trusts.

Sec. 6. Minnesota Statutes 1980. Section 290.08, Subdivision 20. is
amended to read:

Subd. 20. INCOME FROM DISCHARGE OF INDEBTEDNESS.
MJ-V ** **irtiinl gn?ill tv* nifinfif^fl "•* nrsme* iT\f-j-ir*\a nti rjuicj'm *** uui H iftv^.h 51 rofl inI^V UI I IUUl l L LTIIUII TTC MIUIUUVU TTT Cl V3O Hlln_MIIC "T IVU3VTT TTT TTrV UUVI1U1 &V, rTT

\vholo or in pjrt within the t3.xo.blc your of QHV jndobtedness for which trW
tnnnrtvcr 1*1 luhip or ^uhioct to \vhich the IAitrvivcr holo^ nrortortv if the
indebtedness was incurred OF assumed by a corporation; ef by a* individual m
f^f\iir\ftf\tion with oror^ortv U^^BQ in hi^ tr^Hc or huiinof^s ^TVQ iiicn toxrKivfir

makes a»d files a consent te tit« regulations prescribed under the last paragraph
f\r thie giiWrimigu^f\ Iflftn in fff f ant ** * gitj>» f irrm n r*fl i*\ air*n rv\nv\ r\ar rtf tllJi
tTT HMD 9U(^WT19n_MI tTIVII ITT \Jl 1 Wl ITt OUVII 1J1IIC UIIU TTT 7UVTT IUU11HVI C*W Itnj

commissioner by regulation prescribes.

la &t*efe ease-, tne amount el any income ef sueh taxpayer attributable te
any unamortized pfemium (computed as el (he fifsf day el tne taxable yeaf in
which such discharge occurred) with respect te suoh indebtedness shall net be
included in gross income; and tne amount el the deduction attributable te any
unamortized discount (computed as el the lifst day el tne taxable yea* in which
sueh discharge occurred) with fespeet te sueh indebtedness sha41 net be allowed
as a deduction.

Wnefe any amount is excluded Ifem gross income under this subdivision
fir A r\Qrt f\f tA^ 3rTifnini ^ffc £TcdiinCQ from proc*^ tncomc ^nflll be

iv\ r- A*-| »• f t tf*V* fvf LfXA "^f " rtf Qg^u nmnart + t kjfcljj /iifK A*K ar Vmfi-tft* rvf
T" t lpUUU1f\7IT VT HHJ lfl± Jia Vf UllT LJl Visvl tT ll~IV ^ ft I1VI-11VI UtHJI V \JT

ttft-i^ j%f *h** j4igj>l%rt mt*\ h\T <^* A t f \u*+n *rar- fA t i r i r \ fm Q nit nflftlfm f\f totitiic trr uiv uiTViiLtiE*VJ try vttv luALfuT^' uuiritc any ITVT*TVIi TTT iii

irt \vhicn ^uch QischflTPC Occiirrcifi Thfi 3frw^iint to he *yf) QooltoQ (not in
excess el the amount so excluded Ifem gross income, reduced by the amount el
any deduction disallowed und«f the preceding paragraph) and the particular
properties te which the reduction sha44 be allocated; shall be determined under
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regulations (prescribed by ttw commissioner) m effeet a4 the time el th« filing of
ihp C-OflCf*nl hy thp IHXnrtVPf- Thf* fPlHlIPlJDn tvn3tl B£ m3OC 3*\ of tn£ fircl fi*^y of

the 13.x 3 hi 6 v€3r in wntcn the ciTi\cn3rP£ Of £itrred except in £n£ c3Sc Qi nrQncrtv

ef tfe« time tfe« holding ef th« taxpayer began. The exclusion of income from
discharge of indebtedness and the determination of the basis of any property
shall be Determined in accordance with the provisions of sections 108 and 1017
of the Internal Revenue Code of 1954. as amended through December 31. 1980.

Sec. 7. Minnesota Statutes 1980, Section 290.09, Subdivision 3, is
amended to read:

Subd. 3. INTEREST, (a) All interest paid or accrued within the
taxable year on indebtedness, except as hereinafter provided.

(b) Interest paid or accrued within the taxable year on indebtedness
incurred or continued to purchase or carry obligations or securities the income
from which is excludable from gross income under section 290.08, or shares of a
regulated investment company which during the taxable year of the holder
thereof distributes Minnesota exempt-interest dividends as defined in section
290.01, subdivision 27, or on indebtedness incurred or continued in connection
with the purchasing or carrying of a single premium life insurance, annuity, or
endowment contract, shall not be allowed as a deduction. (For purposes of
this paragraph, a contract shall be treated as a single premium contract if
substantially all the premiums on the contract are paid within a period of four
years from the date on which the contract is purchased, or if an amount is
deposited after January I. 1955 with the insurer for payment of a substantial
number of fu ture premiums on the contract.)

(c) If personal property or educational services are purchased under a
contract which provides that payment of part or all of the purchase price is to
be made in installments, and in which carrying charges are separately stated but
the interest charge cannot be ascertained, then the payments made during the
taxable year under the contract shall be treated for purposes of this paragraph
as if ihey included interest equal to six percent of the average unpaid balance
under the contract during the taxable year, and such interest shall be allowed as
a deduction. For purposes of the preceding sentence, the average unpaid
balance is the sum of the unpaid balance outstanding on the first day of each
month beginning during the taxable year, divided by 12. In the case of any
contract to which this paragraph applies, the amount treated as interest for any
taxable year shall not exceed the aggregate carrying charges which are properly
attributable to such taxable year.

For purposes of this subdivision the term "educational services" means
any service including lodging which is purchased from an educational institu-
tion (as defined in section 151(e) (4) of the Internal Revenue Code of 1954, as
amended through December 31, 1979) and which is provided for a student of
such inst i tut ion.
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(d) A cash basis taxpayer may elect to deduct interest as it accrues on a
reverse mortgage loan as defined in section 47.58, subdivision 1, rather than
when it is actually paid. This election must be made, if at all, in the first
taxable year in which it is available to the cash basis taxpayer and, if made,
shall be binding on the taxpayer for each subsequent taxable year until
maturity of the loan.

(e) A taxpayer may not deduct interest on indebtedness incurred or
continued to purchase or carry obligations or shares, or to make deposits or
other investments, the interest on which is described in section 116(c) of the
Internal Revenue Code of 1954, as amended through December 31. 1980 to the
extent such interest is excludable from gross income under section U6 of the
Internal Revenue Code of 1954 as amended through December 31. I98JX

Sec. 8. Minnesota Statutes 1980, Section 290.09, Subdivision 4, is
amended to read:

Subd. 4. TAXES. Taxes paid or accrued within the taxable year,
except (a) income or franchise taxes imposed by this chapter and income or
franchise taxes paid to any other state or to any province or territory of Canada
for which a credit is allowed under section 290.081; (b) taxes assessed against
local benefits of a kind deemed in law to increase the value of the property
assessed; (c) inheritance, gift and estate taxes except as provided in section
290.077, subdivision 4; (d) cigarette and tobacco products excise tax imposed
on the consumer; (e) that part of Minnesota property taxes for which a credit
or refund is claimed and allowed under chapter 290A; (f) federal income taxes
(including the windfall profit tax on domestic crude oil), by corporations,
national and state banks except as provided in section 290.18; (g) mortgage
registry tax; (h) real estate transfer tax; (i) federal telephone tax; (j) federal
transportation tax; and (k) tax paid by any corporation or national or state
bank to any foreign country or possession of the United States to the extent
that a credit against federal income taxes is allowed under the provisions of the
Internal Revenue Code of 1954, as amended through December 31, W9 1980.
If the taxpayer's foreign tax credit consists of both foreign taxes deemed paid
and foreign taxes actually paid or withheld, it will be conclusively presumed
that foreign taxes deemed paid were first used by the taxpayer in its foreign tax
credit. Minnesota gross income shall include the amount of foreign tax paid
which had been allowed as a deduction in a previous year, provided such
foreign tax is later allowed as a credit against federal income tax. Income taxes
permitted to be deducted hereunder shall, regardless of the methods of account-
ing employed, be deductible only in the taxable year in which paid. Taxes
imposed upon a shareholder's interest in a corporation which are paid by the
corporation without reimbursement from the shareholder shall be deductible
only by such corporation.

Sec. 9. - Minnesota Statutes 1980, Section 290.09, Subdivision I7a, is
amended to read:
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Subd. 17a. STOCK ACQUIRED BY ORIGINAL SELLER IN CO-
OPERATIVE APARTMENT CORPORATION. £a) If the original seller
acquires any stock of a cooperative apartment corporation (4) from the
corporation by purchase, or (j) by foreclosure, OF by instrument in liett el
foreclosure, el any purchase money security interest in stock el the corporation
ne!4 fey the original setiefi for purposes of subdivision 17, the original seller
shall be treated as a tenant-stockholder for a period not to exceed three years
from the date of the acquisition of the stock.

(b) Except in the case of an acquisition of stock of a corporation by_
foreclosure, clause (a) shall apply only if the acquisition of stock occurs not
later than one year after the date on which the apartments (or leaseholds
therein) are transferred by the original seller to the corporation. For purposes
of this clause and clause (aj, the term "by foreclosure" means by foreclosure (or
by instrument in lieu of foreclosure) of any purchase-money security interest in
the stock held by_ the original seller.

(cj This subdivision Clause (a) shall apply with respect to any acquisition
of stock of a cooperative apartment corporation only if, together with such
acquisition, the original seller acquires the right to occupy an apartment to
which the stock is appurtenant. For purposes of the preceding sentence, there
shall not be taken into account the fact that, by agreement with a cooperative
apartment corporation, the original seller or its nominee may not occupy an
apartment without the prior approval of the corporation.

(d) The term "original seller" means the person or corporation from
whom the cooperative apartment corporation has acquired the apartments or
leaseholds therein.

Sec. 10. Minnesota Statutes 1980, Section 290.09, Subdivision 19, is
amended to read:

Subd. 19. ORGANIZATIONAL EXPENDITURES. The organiza-
tional and start up expenditures of a corporation may, at the election of the
corporation (made in accordance with regulations prescribed by the commie-

Irftr* * Aft fir f\ J\f f*i rre% A nvr*i*r*fafii UU.ILHJ cr» uui*;i i IAI vn tJOl 1 avo

Ay rtAffic^o ghflll RA ^lloiJL'fifi Ft*j A HfifillCllOn r^ l^hlv OVBT filiCfl rVCTlOQ of

net tess than 60 months as may be selected by the corpora tioH (beginning with
the month ift which the corporation begins business). T-be term "organizotional
expenditures" means any expenditure which is incident te the creation el the
corporation;- is chargeable te capital account? and is el a character which, il
expended incident to the creation of- a corporation having a limited Hie; would
be amoftizable ovef suea We: The election provided Herein may be made fef
any taxable yeaf beginning after Decembef ^ t9S4{ but enly il made not tatef
than the time prescribed by law fef filing the return for sueh taxable year
(including extensions thereof); The peried se elected sfeaU be adhered te m
computing the net income el the corporation IOF the taxable yea* fef which the
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election is made a«d aU subsequent taxable yearsr :Fhe election shaH apply
fiiiltr i\.tt th ^^*- M «*<•** t.^ jv •->*fcf-j A j tii rf*g mifl Ar I Tlf^l I rrfffl f\T\ fVf ^t tjjT- l*m i iQwtr 1 I Q*vXU N I T *T| HI I VJL'Wl V*y <-AT_M. 1IUILUILJ LSUIU TTT 11IV141 IUU TTTT ^TT Of \Vl J lift \±Ctt T "T ' * "^J

be deducted in accordance with the provisions of sections 248 and 195 of the
Internal Revenue Code of 1954. as amended through December 31. 1980.

Sec. 11. Minnesota Statutes 1980, Section 290.091, is amended to read:

290.091 MINIMUM TAX ON PREFERENCE ITEMS.

(a) In addition to all other taxes imposed by this chapter there is hereby
imposed, a tax which, in the case of a resident individual, estate ef tfustr shall
be equal to 40 percent of the amount of the taxpayer's minimum tax liability
for tax preference items pursuant to the provisions of sections 55 to 58 and
443(d) of the Internal Revenue Code of 1954 as amended through December
31. W9 1980 except that for purposes of the tax imposed by this section. e*eess
itemized deductions as defined m seetioa 57(b) sbaU not include any deduction
taken fef Minnesota income ta* paid and capital gain as defined in section
57(a) of the Internal Revenue Code shall not include that portion of any gain
occasioned by sale, transfer or the granting of a perpetual easement pursuant to
any eminent domain proceeding or threat thereof as described in section 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 pursuant to the eminent domain proceedings were
received in prior years. In the case of a taxpayer other than a corporation, an
amount equal to one-half of the net capital gain for the taxable year shall be
used as the definition of capUal gain in place of the deduction determined
under section 1202 of the Internal Revenue Code. In the case of a resident
individual, estate ef tfust 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 4^ to 290.20, and the denominator of
which is the taxpayer's total preference item income for federal purposes.

(b) Ift the ease ef a resident individual, estate ef tfust having preference
items m taxable years beginning after December 34r 1976. &ft4 eelere January
1 1 U / 3 mUi^K ^fet nfit i t lfm™ Vil^ (rt \A\*\*\aentfL tir\star t Wn .•^T-rtififirt^f rtf -* A^»« • *-L*\r
Tt 1 7 I O, WIIIU1I CTTv HUl UIIl^UI-Ml' W Ifllllll^^VUS UIIUC1 UIC Ifl VV19 Wtt9 tfr 9WIIU1U

TQQ 17 to 290 20 H% effect for such years (be tax shall cQy^tl 4Q percent of (He
taxpayer's federal minimum ta* liability; multiplied by a ffac4iefl the mtffieratef
ef whic-h is tfee amount ef the taxpayer's preference kerns aUecabte te Minneeo-
ta under t»e provisions ef sections 29Q.-I-7 te 290.20 ift effeet fef those years a«d
the denominator ef which is the taxpayer's teta4 pfefefenee items fef federal
purposes.

Sec. 12. Minnesota Statutes 1980, Section 290.131, Subdivision 2. is
amended to read:
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Subd. 2. DISTRIBUTIONS IN REDEMPTION OF STOCK, (a) U a
Cf|fT%f\rA I |f\rt rodfi^TTl^ i tr sfW^lf f ii'if hlfl tfifi mfiJfiinff fit *lflCl|fin ?Vfl 1-jj- fLllnQlVl-

Pif-iri ?/ry\\ A no if r\*\ rn pr?i fvh { 1 ^ f3-V f-3\- fir {-A\ ffcf ci/ni^c /r|\ jnplicfi iticn

redemption shall be treated as a distribution m part er fuU payment in

(b) (1) Clause (a) shall apply if the redemption is net essentially
equivalent te a dividend.

(2) Substantially disproportionate redemption of stock.

(A) Clause (a) shall apply if the distribution is substantially dispropor-
tionate with respect te the shareholder.

(B) This paragraph shall not apply unless immediately after the redemp-
tien the shareholder owns less than 50 percent of the total combined voting

Of 3 II QJftccjffi f)f fit QCiC fi-fl-tltrOQ tO

(€) FOF purposes of this paragraph; the distribution is substantially
disproportionate

/i\ tt^Jfc r^tij% »»fViif K t\ia • rJ-v*i>-if» 'M flf.K fh£ U1A f* f\fr^f\ F ft 1 1 rtr* . f^ntp^ **fl t%tf *KaTTT tiiv I uii\j w iiivti (iiv , » ULiiiL Jiwn ^TT irrv wr Lnjt axiv/Tf u *f iivu "j mv

shareholder immediately after the redemption bears te all of the voting stock of
th_fl f*j\r#±f\rrtt*t-m 1 1 giij-*h tirtr\a. it l^afc- I hftn XM nftrf^-fltil f\f *i-trv wi ITVI HIIVIJ trt auvn 111 nv, 13 TVJJ iiiuii w ITVI win vn T

/ii\ tKa fatjo which the votinc stock of th^ corporation owned by ttw
shareholder immediately before the redemption bears te all ef the voting stock
QI ULA co roors t ton 3t Ktich timo F*OF purposes QF ihjg rv^ r3Pr3ph no fjifiirihii,
tion shall be tfeated as substantially disproportionate unless the shareholder's
ownership of the common stock of the corporation (whether voting OF nonvot-
ing) after and befofe redemption also meets the 80 percent requirement of the

than one class ef common stock, the determinations shall be made by reference
ifi f f» ||* nuirlcfiT v.i iti 6

(&) This paragraph shall not apply to any redemption made pursuant to
& nljn the niirno^ic ctr fiffftct of TjL*hicn ffi & 'verier pf r^HprnQiifing rcsullinff in &
distribution which (in the aggregate) is not substantially disproportionate with
respect to the shareholder.

(3) Clause (a) shaU apply if the redemption is in complete redemption of
all of the slock of the corporation owned by the shareholdef:

/JJA M*!-! iitrj* /n\ cVtft 11 it nn\*r if UUh r flflflm f\t l/\Ti IX f\l CffM^.V 1 ^f* 1 1 *VJ h\J A\ "I ^-JiuU3v in I ?i lull uiJiJiT «T it iv r wvrn in nn i ra ^PT Jivjvn i juuvu ITT ct

railroad corporation (as defined in section 77(m) of the bankruptcy aet^ as
amended) pursuant to a plan of reorganization under section 7? of the
bankruptcy act:

(4) in determining whether a redemption meets the requirements of
paragraph (4), the fact that such redemption fails te meet the requirements of
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paragraph (Q-, (^ ef (4) shall net be taken inte account; if a redemption
meets the requirements ef paragraph (3) and aise the requirements ef paragraph
/ 1 \ /?. i r\f I-Q i ihf*n rjt mnf*h of f*i *i nca ^^*^ /"j^ **£» tirymlfl /t*mt f^*- >l-iir m^i * a rn-*a\
^ 1 J+ ^UJ» ^fT V~^* I I IVII UTT III lit ll "T I/IUUITV I V / \^f *™ VUUIU ^UUl I VI 11113 BVIttVlHV/

apply in respect ef the acquisition ef aft interest in the corporation within the
ten yeaf period beginning en the date ef the distribution shaH net apply.

tt-i it-
lilt?

. subdivision 3{a) shaH apply m determining the ownership ef stock fer-
of thi

(3) (A)t^fl the ease ef a distribution described in clause (k) (3)= section
290.133. subdivision 34*) W ^*aW net apply ifc-

(i) imntediately after- the distribution the dtstfibutee has ne interest m the
corporation (including aft interest as officer, director, ef employee); other than
i ftcm

distribution, and

(«i) the distributee, at s«eh tiwe and in sueh manner as the commission-
«f ey regulations prescribes, files an agreement te notify the commissioner ef
aay acquisition described in (ii) and te retain sueh records as may be necessary
fer- the application ef- this paragraph; if the distributee acquires such aft
ifttefest m the corporation (other than by bequest ef inheritance) within teft
years ffem the date ef the distribution- theft the periods ef limitation provided
in sections 290.46 and 290.49 en the making ef an assessment and the collection
by levy ef a proceeding in court shall, with respect te any deficiency (including
tntprpct ^r|Q jQf||t|Qnfu TQ i hfl ta y \ rc^iultinp from ^iich rtco tiHii f ion • i ncl UQO one
year immediately following the date en which the distributee (in accordance
with regulations prescribed by the commissioner) notifies the commissioner ef
such acquisitions aftd such assessment and collection may be made not with-
ctt r\f\t rtn ft f\i_f rirf^VlCinn £U llXV ^vr- mlji j-yf j^m nrVt *^V\ j-vtKm-iifif a itrjviilji rtr^lifltl t3U11IUI ME BUT |JI *J • J JIVI I trr JU « trr I UIV (rr f d^T WttfV'tl UtllCI W 13V TTUTinj Ul \J f \,tl I

such assessment and cellection-.

(B) Subparagraph (A) ef this paragraph shall net apply iff

(i) any portion of the stock redeemed was acquired, directly OF indirectly.
within the ten year period ending en the date ef the distribution by the
distributee from a person the ownership ef whose stock would (at the tiffte ef
distribution) be attributable te the distributee under section 290.133. subdivi-

T/ ^ V JVF

fii) any person owns (at the time ef the distribution) stock the ownership
ef which is attributable te the distributee under section 290.133. subdivision
^/i \ tr%t\ f itf-n ryftrcfvfi *i/*Jiii • *-fL*t iv\*r f tf*f*\£. i n thja f^flTTlf^r?! t Ifttl ^J»^^^**1** f±f
^1 U I UllU 7UV11 IJV1 Jf II U\/UUII V,\i Ull T 3l1_fVft TTt II IV WT 171/1 UIIU1I. Mil \^ II f WT

indirectly, ffem the distributee within the ten yeaf period eftdiftg en the date ef
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the distributions, unless such stock se acquired from the distributee is redeemed
in the same transaction:

The preceding sentence shall net apply if the acquisition (ef-, in the ease
ef (H)T the disposition) by the distributee did net have as ene ef its principal
nil riWvfi f n£ fl voifi 3nc6 of ^t.it^ income 1.1 x

corrfrom T ion rcnoflmfv it s itocic f within f hfl tnc.i n i n f of *icct ion ^Qf) 1 T-'X runQi viT

sien 2{b)). and il clause (a) ef this subdivision does Hot apply, such redemption
shall be treated as a distribution of property te which subdivision 4- of this
section applies; The provisions of section 302 of the Internal Revenue Code of
J9S4. as amended through December 31. 1980 shall appj^ to the determination
of distributions in redemption of stock.

Sec. 13. Minnesota Statutes 1980, Section 290.132. Subdivision 2. is
amended to read:

Subd. 2. EFFECT ON EARNINGS AND PROFITS, (a) Except as
otherwise provided in this subdivision, en the distribution ef property fey a
corporation with respect te its slock, the earnings and profits ef the eepperatien
£\O thfi AX I gn I thflfflOl ^ qhflll EM* Q6CrO3^6Q tfrV trw^ yiirri of

/ I \ t\\f\ ft mou n f of rnfyngy-

\'2\ tnfi rvrifvci n3 1 fluVom^t of tn^ orvii&3 tion ̂  of ^uch c-orrvorj 1 1 on

{'\\ tnfi *^/i Hl'vlOQ h^RlS of thfi QlKfif firfiriflrf u q/i H IRtrihlllQtl

(b) (4) On the distribution by a corporation, with respect te its slock, ef
inventory assets (as defined in paragraph (4) (A)) the faif market value ef which
BXCfifin^ tn£ Jioiufiiod hsii^i tncrfiof ihA f^t rn in os 3nd orof il*w of the

/ A \ chftil fuk ttVCf fiJIvGQ hy ttfi1 3|TtOUnt of 'CUCn fiKCC'i^' 3HQ

/ R\ f h^ll UA i j p f* f Q ft g OQ hy \v'n i cH&vcr of the

(i) the faif market value ef the inventory assets distributed, er

/i j\ tn£ fivi rninp*^ ^ nti nrof ill ($1*1 i ncrcn ̂ £0 nnofir *mor>3 r3f^rflFHi

j-vf tt-ija fnrr^SiW* t tf^r*trr me i-'VJi t-^vi uirvn,
n-> tK
ITT II 1

property held fey the corporation primarily fef sale te customers in

fin) unrealized receivables OF fees? except receivables ffem sales OF
exchanges ef assets ether than assets described in this subparagrapk
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(ft) £ef purposes ef subparagraph (A) (*»)? the tew* "unrealized receiva-
bles Of fees- means, te (be extent net previously includibte in income under the
method of accounting used by the corporation, any rights (contractual of
otherwise) te payment for-^

would BA treated 3*1 nmounti received from the ^i J6 pr Axchfl HFC of

rt**\f1f*r' nH f\f- tj\ &fl
I V1HJU1 VU WT ET7 17V

under Ci3US6 I Q i or ( hj nron^r ndmfitrnont r.hjll nfi rnsdc ffvr—

?t**tj !• n Wil i f t ! f-fcf *HJ> fjjxfjTfc'^*"1 ***^*^ Qggur*^ AJ-| WI.T ft
Oil T IIUI^IIIIT TTT IIIV WTWV1 LllUJII B33V1IIW "j **

shareholder in connection w4th the distribution, and

(5) any gain te the corporation recegaized under clause (fe) ef (e) ef
subdivision -k

(d) (4) :Fb« distribution te a distributee fey ef ea behalf ef a corporation
inTTT

property, in a distribution te which this chapter applies, shall net be considered
a distribution ef the eafmngs and profits ef any corporation

/ A \ if fu-L ttetirl t
in I TT TTT7 EOlf I T

rcco£nt7co under this chsntflr or

( P\ if t n^ dt^trtrmfton \ynfi noi f^uhicct to i QX in the h^indf^ of
distributee by reason ef section 290.131. subdivision §(a)r

(3) in the case ef a distribution ef stock er securities, ef property^ te
which cef respond ing provisions ef law pfior te the passage ef this aet apply, the

such fin or Inyy

l_l\ L+nr mimm? A c- f\f t h I*L
I «T I I Ul fTTTI I7ULJULJ ^T ITIIJ

rights te acquire stock er- securities the effect on earnings and profits shall be
determined according to the provisions of section 312 of the Internal Revenue
Code of 1954, as amended through December 31, 1980.

(e) (b) In the case of amounts distributed in partial liquidation (whether
before, on, or after December 31, 1956) or in a redemption to which section
290.131, subdivision 2(a} or subdivision 3 applies, the part of such distribution
which is properly chargeable to capital account shall not be treated as a
distribution of earnings and profits.

(f) (c) (1) The gain or loss realized from the sale or other disposition
(after December 31, 1932) of property by a corporation
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(A) for the purpose of the computation of the earnings and profits of the
corporation, shall (except as provided in paragraph (B)) be determined by using
as the adjusted basis the adjusted basis (under the law applicable to the year in
which the sale or other disposition was made) for determining gain, except that
no regard shall be had to (he value of the property as of January 1, 1933. but

(B) for purposes of the computation of the earnings and profits of the
corporation for any period beginning after December 31,'1932, shall be
determined by using as the adjusted basis the adjusted basis (under the law
applicable to the year in which the sale or other disposition was made) for
determining gain. Gain or loss so realized shall increase or decrease the
earnings and profits to, but not beyond, the extent to which such a realized gain
or loss was recognized in computing taxable income under the law applicable to
the year in which such sale or disposition was made. Where, in determining
the adjusted basis used in computing such realized gain or loss, the adjustment
to the basis differs from the adjustment proper for the purpose of determining
earnings and profits, then the latter adjustment shall be used in determining the
increase or decrease above provided. For purposes of this clause, a loss with
respect to which a deduction is disallowed, section 290.09, subdivision 5,
(relating to wash sales of stock or securities), or the corresponding provision of
prior law, shall not be deemed to be recognized.

(2) Effect on earnings and profits of receipt of tax-free distributions.
Where a corporation receives (after December 3!, 1932) a distribution from a
second corporation which (under the law applicable to the year in which the
distribution was made) was not a taxable dividend to the shareholders of the
second corporation, the amount of such distribution shall not increase the
earnings and profits of the first corporation in the following cases:

(A) no such increase shall be made in respect of the part of such
distribution which (under such law) is directly applied in reduction of the basis
of the stock in respect of which the distribution was made; and

(B) no such increase shall be made if (under such law) the distribution
causes the basis of the stock in respect of which the distribution was made to be
allocated between such stock and the property received (or such basis would,
but for section 290.131, subdivision 7(b). be so allocated).

(g) (d) (1) If any increase or decrease in the earnings and profits for any
period beginning after December 31, 1932. with respect to any matter would be
different had the adjusted basis of the property involved been determined
without regard to its January 1, 1933,, value, then except as provided in
paragraph (2), an increase (properly reflecting such difference) shall be made in
that part of the earnings and profits consisting of increase in value of property
accrued before January 1. 1933.
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(2) If the application of clause (f) (cj to a sale or other disposition after
December 31, 1932, results in a loss which is to be applied in decrease of
earnings and profits for any period beginning after December 31, 1932, then,
notwithstanding clause (f) (c) and in lieu of the rule provided in paragraph (1)
of this clause, the amount of such loss so to be applied shall be reduced by the
amount, if any, by which the adjusted basis of the property used in determining
the loss exceeds the adjusted basis computed without regard to the value of the
property on January 1, 1933, and if such amount so applied in reduction of the
decrease exceeds such loss, the excess over such loss shall increase that part of
the earnings and profits consisting of increase in value of property accrued
before January 1, 1933.

(n) 1ft tne ease ef- a personal service corporation subject fef any taxable
vfpqr if* *Ji.iorvl<^rTn*nl Q f\f thfl T ntflrnnl Rcvfinnc i ,006 of 1 Q^Q fin jinToiinl

to tfte undistributed supplement S net income ef (he personal service
tiofl for frig tuxsblc vcflr shrill b£ considered 35 P3id m QK of tt)& close &f such

taxable yea* as paid-in surplus ef as a contribution to capital; and the
JU">l"fcll**J* "1*11 flH ^ifrHrtrtC ft ftfi rtff\t*.tc Qg f\f llui f_lfyCA f\f f l l f n * Q V Q nA J> *>Afif f***ft 11 KAUVUill J1 U1L1 tVU VUl IM JIE9 UI1U 171 VITIB CTO VT HIV VIULJV OT iJUVIl XOAOUlv T UU1 JJ1U11 W

^j^ffacrt/^rt*-ii»^/>li• f^fin^***H •£ cm->h armmrtI f\r fiiiv ru%i'tifsin *t^^*^***^* LC rjviiiirfMi trtvi_riivupuinftitEjt v i wuvv^j* IT DUVTI uiinju 111 ^T uii T LUJI iivjii iiiviIA^I ra i vuUITVU T^

« l *•* tVm ^rtf jfc j^F A fiictwiWaitjj-hn fkr ^vf.nnngl* ttf\ nfhi^h f***^**.*-^*^ J.Qll 1 ^nTTT iiiv vuav ITT B uicni ii_ruiTVTi ^rr v/\viiuiigv TO iviiivii Ltv^'injii vm. i jv,

subdivision 3 (ef se much ef section 290.136. subdivision 4 as rela4«6 to section
>Qt\ 1 *A fit Wfi Tirtn^ri T\ ft **f*\fae v^*-f^+*af f\tts^s*r* 11 i-m \\fltn fnmt\fi tf* t**f* afim***f*e'

Ur Ui IJ v\ auinitV lBl\Jtt ^7 ULf LH1UJ, LJl \JlJ\*l U11WULIU1I " lilt 1 UULA^Jl TTT IIIV VdT IT'lULJ

a«4 profits ef (he distributing corporation and the controlled corporation (OF
corporations) sna4l be made under regulations prescribed by the commissioner.

if, at
fy £4) 41 a corporation distributes property witfe feepeet te its slock, and

tne time ol the distributions:

(A) there is outstanding a loan to such corporation which was made,
guaranteed^ ef insured by the United States (of by any agency OF instrumental i-
t\i

(B) tne amount ef such lean so outstanding exceeds the adjusted basis of
the properly constituting security fef such loan, then tne earnings and profits ol
tne corporation snail be increased by the amount of swch eftoe&Sj and (immedi-
ately alteF tne distribution) shall be decreased by tne amount of suefe excess.
FOF purposes ef- subparagraph (B) ef tne preceding sentence, the adjusted basis
of the property at the time ef distribution shall be determined without regard to
any adjustment under section 290.12. subdivision 2- (relating to adjustment fef
depreciation; etc?}: Fef the purposes of tnis paragraph, a commitment te make,
guarantee^ OF insure a loan shaU be treated as the making, guaranteeing, er

f & I run

(3) Paragraph (4-) snati apply only with Fespeet te distributions made en
OF aftef December 3-K 1956.
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Sec. 14. Minnesota Statutes 1980, Section 290.135, Subdivision 2, is
amended to read:

Subd. 2. CAIN OR LOSS ON SALES OR EXCHANGES IN CON-
NECTION WITH CERTAIN LIQUIDATION, (a) tli

(4-) a corporation adopts a plan of complete liquidation en er after
December 3-^ I956j and

(4) within the 43-month period beginning en the date el the adoption el
suet) plan, all el the assets el the corporation are distributed m complete

ts* rn rtrtf fMfiimr tK**»* pr> 0*1 in f\r \f\ftft fch.fi 11 QAtTT IIIWl VIIITTII 5» U IUI1 TtU gUII I ^T H-TUU ITIIUri LfV

recognized te such corpora tk>R from th« sale ef exchange by it of property
within suefe 12 month period.

(b) (-H for purposes el clause (ft); the term -pfopefty" dees not include:

/A \ q|Q/*if |f| trfldc of tlip coFDOf Qtton ~ or other proportv of 3 kind which
would pfoperiy be included m the inventory ol tne corporation tf on hand at
tbe close el the taxable year, and property held by the corporation primarily fer-

(B) installment obligations acquired in respect el the sale OF exchange

iHfi ri/itc t\f t nfl j* flo r\t ion of th& ol3 n rcforrflo to in cltmic ( o\\ of ^topv LU trooo

OF other property described in subpara graph (A) el this paragraph, and

(G) installment obligations acquired in respect el properly (other than
property described in subparagraph (A)) sold er exchanged belore the date ol
>V*J* ft jT_f*.rt* ij-m nf oiij-fcK rtlcLf^ f
L1IV HVTTLFl ITJ1 1 ^T JilVll CT1CIT1

(2) Notwithstanding paragraph (4) el this clause, if substantially all el
the properly described m subparagraph (A) el such paragraph f^ which is
attributable to a trade OF business ol the corporation is? in accordance with this
subdivision, sold or exchanged to one person irt one transaction, then for
n\i rr}(\f\cti of GiQtiti6 {Q"\ the term

(6) installmenl obligations acquired in respect of such sale OF exchange.-

i Q i § 1 1 ̂ ^KI^ ftuhQivifLion ^hiill not Qrtnl v to iin v ^n Ic or cxchsn^o

(A) made by a collapsible corporation" (as defined in subdivision 3(b». er

f R\ f pi |OW I It P tn-fl THfirvftfYrt r|F a. rvl ft r\ f\f ^f\rrir\lAt6 1 Ifl HtH .1 1 lOfi 1-f FlOCtlOU

290.134, subdivision 3 applies with respect te such liquidation.

in the ease of a sale OF exchange following the adoption el a plan ef
liquidation? il section 2-90.-1-34? subdivision 2 applies with Fespeet te

such liquidation; then
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(A) if the basis ef the property ef the liquidating corporation in the
hands ef Ine distributee is determined under section 290.134, subdivision 4(b)
(4^ tnis subdivision shall net apply? ef

(S) if the basis ef the property ef the liquidating corporation ift the
hands ef the distributee is determined under section 290.134. subdivision 4(b)
(2); this subdivision shall apply eftly te that portion (if any) ef the gain which is
net greater than the excess ef (r) that portion ef the adjusted basis (adjusted fef
any adjustment required under the second sentence ef section 290.134. subdivi-
sion 4fb) (2)) ef the stock ef the liquidating corporation which is attocable;
under regulations prescribed by the commissioner, te the property sel4 ef
exchanged^ ev«f (H) the adjusted basis, in tne hands ef the liquidating corpora-
tion. ef tne property seld ef exchanged.

(d) If a corporation adopts a plan ef complete liquidation en ef after
January -K 1961, and if clause (a) dees net apply te sales er- exchanges ef
property by such corporation. seWy by reason ef the application ef clause (e)
(2) (A); then for the fifS4 taxable year ef any shareholder (other than a
corporation which meets the SO percent stock ownership requirement specified

secliort 290. 134^ subdivision 2{b) (4-)) in which he receives a distribution in
liquidation

the amount realized by such shareholder en the distribution shall be
increased by his proportionate share ef the amount by which the ta* imposed
by this chapter en such corporation would have been reduced if clause (e) (3)
(A) had ftof been applicable, and

fj\ for purposes of this chapter such shareholder shall be deemed te
l*^if j* rxa.Iil. cm *Ka luri f4*nr nffn?,~fi r\j*n n\> l*m/ ff\r UIA *^rt*f Tit^rt I of lrw\ * nfcf •T*^g%y-\f.mjlid vc t^ttHj, VTI me IU&1 uu y tri csvt luvu IT j lu TT i vi TTTV ijuj nitiii TTT urv icin 1 1 1 1 intsco

by this chapter en such shareholder fer such taxable year; an amount ef ta*
equal te &e amount ef the increase described in paragraph (4^ The determj:
nation of gain or loss on sales or exchanges in connection with certain
liquidations shall be determined in accordance with the provisions of section
337 of the Internal Revenue Code of 1954. as amended through December 3_K
T980~

Sec. 15. Minnesota Statutes 1980. Section 290.136, Subdivision 1, is
amended to read:

Subdivision 1. TRANSFER TO CORPORATION CONTROLLED
BY TRANSFEROR, (a) Ne gain er less shall be recognized if property is
transferred te a eor-peratien by ene ef mere persons solely in exchange fer-
steck or securities in sueh corporation and immediately after the exchange such
person ef persons aw in centre! (as defined in subdivision 9(e)) ef the
ff\rr^f\ri 1 i^lA_ C*m- *^n*-*-tj-^f A^ f\f tY\t*r rii hfiiyif irtn «:|^f.tf fU f_f*{* 1 1 Fit l^C ifcttafl fm?CUl Ln_rl tttlt/""- I *JJ trut ijuscu VT 1.1 1 u UULHJI * IJJVTI, JLV/UH ^TT <jvvui riiv? I33UVU I vr

net be considered as issued in return for property. \
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1 f j'j'^ijga {fi\ UFfviilfi nr^nlv tf> f\f\ pm*hflllP£ hill ff\r tfl-6 i3Ct t HQl

{ n \ other iiroocrtv or rnoncv t h f\T\ *

I\\ train iif ^ rtv i tf\ ciif.h rfvir"**"* f Kail BA *f*f*ii.fim+ T^^fcfl Iniit T*rtr^ • f tUllI ^TT UII f J T^ JUU11 J bblUlVlll OIIU11 LnJ I V VV E. 1 1 i^V U , UUl HIM

oronort u

rococn izod

(e) la determining control, fof purposes ef this subdivision, the feet
any corporate transferor distributes part ef &H ef the stock which it receives m
<ha j*¥ r*h.n nofl trv »tc eh A ̂ J^l^\l H *\rg *->* » 11 *%^^t nA *ai^ an if^tf-* Qj^j*^viin.i T^n^ rtrovi-TTfV V A V I IK ITCV CT? TT3 3TIUT VTTT7H-IVI 3 JMUJI IIU1 LHJ lUllVll Iif X\7 CTVWU 1 IT . I HV IJIV/'I

sions of sections 351 to 361. 367. and 368 of the Internal Revenue Code of
19_S4, as amended through December 31. 1980 shall apply to corporate organi-
zations and reorganization

Sec. 16. Minnesota Statutes 1980, Section 290.138, is amended by
adding a subdivision to read:

Subd. 3.. The provisions of sections 381 and 382 of the Internal Reve-
nue Code of \954, as amended through December 3J_, 1980, shall apply to
carryovejj in certain corporate acquisitions and special limitations on net
operating loss carryovers.

Sec. 17. Minnesota Statutes 1980, Section 290.26, Subdivision 2, is
amended to read:

Subd. 2. EMPLOYER CONTRIBUTIONS. Contributions of an em-
ployer to an employee's trust or annuity plan and compensation under a
deferred-payment plan or to a simplified employee pension shall be allowed as
a deduction in accordance with the provisions of Section 404 or 408(k) of the
Internal Revenue Code of 1954, as amended through December 31, -W9 1980
as adapted to the provisions of this chapter under rules issued by the commis-
sioner of revenue.

Sec. 18. Minnesota Statutes 1980, Section 290.31, Subdivision 3, is
amended to read:

Subd. 3. PARTNERSHIP COMPUTATIONS. The taxable net in-
come of a partnership shall be computed in the same manner as in the case of
an individual except that

(1) the items described in subdivision 2(1) shall be separately stated, and

(2) the following deductions and credits shall not be allowed to the
partnership:
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(a) the standard deduction provided in section 290.09, subdivision 15,

(b) the credit for charitable contributions provided in section 290.21,
subdivision 3,

(c) the net operating loss deduction provided in section 290.095, and

(d) the additional itemized deductions for individuals provided in section
290.09, as adapted lo the provisions of this subdivision under regulations issued
by the commissioner.

Any election affecting the computation of taxable net income derived
from a partnership shall be made by the partnership except as provided in
section 703(b) of the Internal Revenue Code of 1954, as amended through
December 31. 1980.

Sec. 19. Minnesota Statutes 1980. Section 290.41. is amended by add-
ing a subdivision to read:

Subd. 5. RELATING TO ENERGY GRANTS AND FINANCING.
Every person who administers a federal, state or local program a principal
purpose of which is to provide subsidized financing or grants for projects to
produce energy shall make a return meeting the requirements of section 6050D
of the Internal Revenue Code of 1954. as amended through December 31, 1980.

Sec. 20. Minnesota Statutes 1980. Section 290.41. is amended by add-
ing a subdivision to read:

Subd. 6. REAL PROPERTY HOLDINGS OF ALIENS.
son and corporation required to make a return under section 6039C (relating to
information return on a foreign person holding a United States real property
interest) of the Internal Revenue Code of ]954, as amended through December
31, 1980, shall make a similar return for the commissioner for foreign persons

a Minnesota real interest.

Sec. 21. Minnesota Statutes 1980, Section 290.92, Subdivision 20. is
amended to read:

Subd. 20. VOLUNTARY WITHHOLDING AGREEMENTS, (a) (1)
For purposes of this section, any payment of an annuity to an individual te th«
«*4«fi4 includible in such individual's Minnesota gross income, if at the time the
payment is made a request that such annuity be subject to withholding under
this section is in effect, shall be treated as if it were a payment of wages by an
employer to an employee for a payroll period. Any payment to an individual
of side pay which does not constitute wages, (determined without regard to this
subdivision), shall be treated as if it were a payment of wages by an employer
to an employee For a payroll period, if. at the time the payment is made a
request that such sick pay be subject to withholding under this section is in
effect. Sick pay means any amount which
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(ij is paid to an employee pursuant to a plan to which the employer is a
party, and

(ii) constitutes remuneration or a payment in lieu of remuneration for
any period during which the employee is temporarily absent from work on
account of sickness or personal injuries.

(2) A request that an annuity be subject te withholding under this
section shali be made by the payee m writing te (he person making the annuity
payments, as prescribed by the commissioner. Such a request may. notwith-
gf j|nginC Tny nrf\ytfyipn of In\A/ tO thg oonfrijtcv- he t firm 1 fin tOQ hy Itirni 'ihinP lj>

the person making the payments a written statement ef termination. Such a
request fer withholding or- statement ef termination shall take effect m the same
nunncr such A rcement or *it 3 lament \voiiln l3Kfi offeet untier the ln\vfi of t&£
United States except te the extent the commissioner shall by regulation; provide
otherwise; A request for withholding, the amount withheld, and sick pay paid
pursuant to certain collective bargaining agreements shall conform with the
provisions of section 3402(o)(3), (4). and (5) of the Internal Revenue Code of
1954, as amended through December 31, 1980.

(b) The commissioner is authorized by regulations to provide for with-
holding

(1) from remuneration for services performed by an employee for his
employer which (without regard to this subdivision) does not constitute wages,
and

(2) from any other type of payment with respect to which the commis-
sioner finds that withholding would be appropriate under the provisions of this
section, if the employer and the employee, or in the case of any other type of
payment the person making and the person receiving the payment, agree to
such withholding. Such agreement shall be made in such form and manner as
the commissioner may by regulations provide. For purposes of this section
remuneration or other payments with respect to which such agreement is made
shall be treated as if they were wages paid by an employer to an employee to
the extent that such remuneration is paid or other payments are made during
the period for which the agreement is in effect.

Sec. 22. Minnesota Statutes 1980. Section 290.934. Subdivision 4. is
amended to read:

Subd. 4. EXCEPTION, (a) Notwithstanding the provisions of the
preceding subdivisions, the addition to the tax with respect to any underpay-
ment of any installment shall not be imposed if the total amount of all
payments of estimated tax made on or before the last date prescribed for the
payment of such installment equals or exceeds the amount which would have
been required to be paid on or before such date if the estimated tax were
whichever of the following is the lesser
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(1) The tax shown on the return of the corporation for the preceding
taxable year reduced by $1,000, if a return showing a liability for tax was filed
by the corporation for the preceding taxable year and such preceding year was
a taxable year of 12 months.

(2) An amount equal to the tax computed at the rates applicable to the
taxable year but otherwise on the basis of the facts shown on the return of the
corporation for, and the law applicable to. the preceding taxable year.

(b) Notwithstanding clause (a), in the case of a large corporation, the
addition to the tax with respect to any underpayment of any installment shall
be imposed if the total amount of all payments of estimated.tax made on or
before the last date prescribed for the payment of the installment is less than
the amount required to be paid on or before the date. The amount required to
be paid as estimated tax for the taxable year shall in no event be less than 60
percent of (A) the tax shown on the return for the taxable year, or (B) if no
return was filed, the tax for the year. The term "large corporation" means any
corporation (or any predecessor corporation) which had taxable net income of
S1.000,000 or more for any taxable year during the testing period^ The term
"testing period" means the three taxable years immediately preceding the
taxable year involved.

Sec. 23. Minnesota Statutes 1980, Section 290.971, is amended by
adding a subdivision to read:

Subd. 7. "ESTATE" DEFINED. For purposes of subdivision I,
clause (2). the term "estate" includes the estate of an individual in a case under
title H of the United States Code.

Sec. 24. Minnesota Statutes 1980. 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, -HW9 1980; 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)(l), (a)(2), (a)(3). (a)(9).
(a)(14). and (a)(15); •

(ii) all nontaxable income;

(iii) recognized net long term capital gains;

(iv) dividends and interest excluded from federal adjusted gross income
under section 116 of the Internal Revenue Code of 1954;
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(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 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
income in the years when the payments were made;

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

(e) relief granted under sections 290A.OI to 290A.21;

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

(g) federal adjusted gross income shall be reduced by wage or salary
expense, or expense of work incentive programs which are not allowed as a
deduction under provisions of section 280C of the Internal Revenue Code of
1954.

Sec. 25. Minnesota Statutes 1980, Section 474.12, Subdivision 2. is
amended to read:

Subd. 2. Notwithstanding subdivision 1. the interest paid on bonds
issued under authority of this chapter and issued after June 30, 1979 shall be
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exempt only as provided under section sections 290.01. subdivision 20. and
290.08, subdivision 7 8. for obligations of the issuing municipality.

Sec. 26. Laws 1980. Chapter 607, Article I. Section 34, is amended 10
read:

Sec. 34. EFFECTIVE DATE.

Except as otherwise provided, section 1, clause (b)(13) is effective for
taxable years beginning after December 3!, 1976, and section 1, clauses (a)(12).
(a)(!7), (a)(18), (D)(6) (but only in regard to the changes relating to lump sum
distributions), (b)(8). (b)(H), (b)(12), (bX14), (b)(16), and (b)(17) are effective
for taxable years beginning after December 31, 1978. For purposes of allowa-
ble carrybacks, section 1, clauses (b)(!3) and (b)(14) are effective at the same
time the carrybacks were allowable for federal income tax purposes. For
taxable years beginning before January 1, 1980, section 1, clauses (b)(13) and
(b)(14) are effective only if the taxpayer also applies the provision disallowing a
portion of wages as required under section 280C of the Internal Revenue Code
of 1954 for that taxable year. The amendments made in section I03(a)(5). (6)
and (7) of P.L. 96-222. section 3 of P.L. 96-178. and section 2Q8(b) of P.L.
96-272 which affect section 1. clauses (b)(13) and (b)(!4) shall be effective at the
same time that these amendments become effective for federal income tax
purposes. Section 7 is effective for expenditures made during taxable years
beginning after December 31, 1978 and before January 1, 1983, except as
otherwise specifically provided. Section 1, clause (b)(10) and section 8 are
effective for interest received during taxable years beginning after December 31,
1977 on loans executed before January 1, 1982. Sections I] and 12 are
effective for taxable years beginning after December 31, 1980. Section 18 is
effective for sales and exchanges occurring after December 31, 1975. Sections
16, 20, 22, 23 and 26 through 31, and 33 are effective for taxable years
beginning after December 31, 1978. Section 25 is effective July 1, 1980.

The rest of this article is effective for taxable years beginning after
December 31, 1979, except as otherwise provided.

Sec. 27. DIRECTION TO REVISOR.

In the next and subsequent editions of Minnesota Statutes the revisor o/
statutes shall substitute the words "Internal Revenue Code of 1954. as amended
through December 31. 1980" for the words "Internal Revenue Code of 1954. as
amended through December 31. 1979" wjierever such words occur in chapter
290. except section 290.01. subdivjsion 20.

Sec. 28. REPEALER.

Minnesota Statutes 1980. Sections 290.08. Subdivisions 7 and 13: 290.09;
Subdivision \2\ 290.136. Subdivisions 2 , 3 , 4 , 5 , 6 , 7 , a n d 9 ; and 290.138.
Subdivisions ^ and 2 are repealed.

Sec. 29. REPEALER.

Minnesota Statutes 1980, Section 290.137, is repealed.
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Sec, 30. EFFECTIVE DATE.

Section 2 is effective for taxable years beginning after December 31,
1980. Section 3 is effective at the same time these pjwisions become effective
for federal income tax purposes in P.L. 96-471. Section 4, clause (5) is effective
for estates of decedents dying after April K 1980. Sections 9 and J_[ are
effective for taxable years beginning after December 31, 1979. Section 8 is
effective on March J^ J980 for taxable years ending after that date. Section JJ
is effective on September 26, 1980. Section 21^ is effective on July ^ 1981.
Section 22 is effective for taxable years beginning after June 30, M^K Section
23 is effectiyg for any bankruptcy case commenced on or after October ^ 1979.
Section 24 is effective for claims based on rent paid in 1980 and subsequent
years and property taxes payable in 198| and subsequent years. Section 29 is
effective~for any proceeding which is begun after September 30. 1979. A
taxpayer, who makes a retroactive election under section 7(f) of P.L. 96-589
(relating to bankruptcy) shall make a similar election for Minnesota purposes
and the ejection shall have the same effect for Minnesota purposes as it does
for federal purposes.

The rest of this act is effective for taxable years beginning after
December" 31, 1980. except as otherwise provided.

Approved April 30, 1981

CHAPTER 61 — H.F.No. 30

An act relating to' Independent School District No. 219, Elmorc; requiring
revision of its certified statutory operating debt.

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

Section I. INDEPENDENT SCHOOL DISTRICT NO. 219; STATU-
TORY OPERATING DEBT.

The commissioner of education shall revise the amount certifigd as
statutory operating debt pursuant to Minnesota Statutes. Section I21.9J4. for
Independent School District No. 219. Elmore. The revision shall increase the
certified amount from $130.378.41 to $140,221.34.

Sec. 2. EFFECTIVE DATE.

Section | is effective upon compliance wjth Minnesota Statutes. Section
645.021. Subdivision 3.

Approved April 30. 1981
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