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Section |0 of this act is not effective if the appropriation for special education
aid in section 2, subdivision 3 of this act is not finally enacted. Sections |9 to
21 are effective for refunds payable after December 31, 1981. Sections 22 and
23 are effective for taxable years beginning after December 31,

Approved June 6, 1981

CHAPTER 3 — H.F.No. 3

An set relating to the financing of state and local government; rescheduling
certain payment dates; providing for deduction of federal income tax on the accrual
basis; requiring declaration and estimated payment of gross earnings taxes by telephone
and telegraph companies; amending Minnesota Statutes 1980, Sections 273.13, Subdivi-
sion I5a; 273.136, Subdivision 3; 290.09, Subdivision 4; 290.10; 290,18, Subdivision 2;
290.37, Subdivision 3; 290A.07, Subdivisions 2, 3 and by adding a subdivision; 417A. 13;
proposing new law coded in Chapters 295, and 477A.

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

Section 1. Minnesota Statutes 1980, Section 273.13, Subdivision 15a, is
amended to read:

Subd. 15a. GENERAL FUND, REPLACEMENT OF REVENUE. (I)
Payment from the general fund shall be made, as provided herein, for the
purpose of replacing revenue lost as a result of the reduction of property taxes
provided in subdivisions 6, 7, and 14a.

(2) Each county auditor shall certify, not later than May 1 of each year
commencing in 1968 to the commissioner of revenue the amount of reduction
resulting from subdivisions 6 and 7 in his county, and not later than May 1 of
each year commencing in 1970, the amount of reduction resulting from
subdivision 14a. In 1975 and subsequent years, this certification shall be
submitted to the commissioner of revenue as part of the abstracts of tax lists
required to be filed with the commissioner under the provisions of section
275.29. Any prior year adjustments shall also be certified in the abstracts of
tax lists. The commissioner of revenue shall review such certifications to
determine their accuracy. He may make such changes in the certification as he
may deem necessary or return a certification to the county auditor for
corrections.

(3) (Jased on current year tax data reported in the abstracts of tax lists,
the commissioner of revenue shall annually determine the taxing district
distribution of the amounts certified under clause (2). On or before July 15,
4975 J98I, and each year thereafter, the commissioner of revenue shall pay to
each taxing district one^half one-sixth of their distribution its total payment for
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the year. The remaining one half five-sixths shall be paid in equal installments
on or before November 44? 1975 August 15, September 15, October 15,
November 15, and December 15. 1981, and each year thereafter.

Sec. 2. Minnesota Statutes 1980, Section 273.136, Subdivision 3, is
amended to read:

Subd. 3. The commissioner of finance shall pay out of the taconite
property tax relief account to each county treasurer one-half of the amount
certified under subdivision 2 not later than ;kme 44 July jj and the remaining
half not later than November 15 of each year commencing in 44W4 1982.

Sec. 3. Minnesota Statutes 1980, Section 290.10, is amended to read:

290.10 NONDEDUCTIBLE ITEMS.

In computing the net income no deduction shall in any case be allowed
for:

(1) Personal, living or family expenses;

(2) Amounts paid out for new buildings or for permanent improvements
or betterments made to increase the value of any property or estate, except as
otherwise provided in this chapter;

(3) Amounts expended in restoring property or in making good the
exhaustion thereof for which an allowance is or has been made;

(4) Premiums paid on any life insurance policy covering the life of the
taxpayer or of any other person;

(5) The shrinkage in value, due to the lapse of time, of a life or
terminable interest of any kind in property acquired by gift, devise, bequest or
inheritance;

(6) Losses from sales or exchanges of property, directly or indirectly,
between members of a family; or, except in the case of distributions in
liquidation, between an individual and a corporation in which such individual
owns, directly or indirectly, more than 50 percent in value of the outstanding
stock; or between any person or corporation and a trust created by him or it or
of which he or it is a beneficiary, directly or indirectly; for the purpose of this
clause, an individual shall be considered as owning-the stock owned, directly or
indirectly, by his family; and the family of an individual shall include only his
brothers and sisters (whether by the whole or half blood), spouse, ancestor, and
lineal descendants, but such losses shall be allowed as deductions if the
taxpayer shows to the satisfaction of the commissioner that the sale or exchange
was bona fide and for a fair and adequate consideration;

(7) In computing net income, no deduction shall be allowed under
section 290.09, subdivision 2, relating to expenses incurred or under section
290.09, subdivision 3, relating to interest accrued;
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(a) If such expenses or interest not paid within the taxable year or within
two and one-half months after the close thereof; and

(b) If, by reason of the method of accounting of the person to whom the
payment is to be made, the amount thereof is not, unless paid, includible in the
gross income of such person for the taxable year in which or with which the
taxable year of the taxpayer ends; and

(c) If, at the close of the taxable year of the taxpayer or at any time
within two and one-half months thereafter, both the taxpayer and the person to
whom the payment is to be made are persons between whom losses.would be
disallowed under clause (6);

(8) (a) Contributions by employees under the federal railroad retirement
act; and the federal social security act: OF . (b) Payments to Minnesota or
federal public employee retirement funds, and ina4. (c) Three-fourths (75
percent) of the amount of taxes imposed on self-employment income under
section 1401 of the Internal Revenue Code of 1954, as amended through
fjJ»/"*>m|-<»f*r ^ I IQTO *»rt*i*-*J-fc nr.j-\iit^ ti f»tf^ l-fcj»j««i ifwrvf**'.**.-! f*.r\ t hfl C^l tTltfh ft ITIffciint l"\f
•—*ttt iiiuv; i Jl, I s t .fj *rr i i ivil WTUUIU llu VC l^L^JII MIIL"JJW on nrv JUHIV U I X I U U I I L ^rr

income tf such income had been tp«a4ed as wages from employment and subject
If\ t flx itntier thp nrovi*vion*v of *",6f*t inn 3 iOi of the Intcrno! Revenue CJodo of

(9) Expenses, interest and taxes connected with or allocable against the
production or receipt of all income not included in the measure of the tax
imposed by this act. When the federal income ta* liability is joint and several
under a joint federal return ef husband and wife, (he allowable federal income
t nv i-kiif-1 j-^rt tit a • ft ,-v.rt *vfc A i •*<-»! i n^Asl +r+ t\\a I j^i«^f ff**t Aril r&tl lff l m ft V CUfc t Hit f\Tl f\fi A
HI A LfUlU *JII 111C IlllJVlIIIC 111 VlUUVU ITT lilt? IVllll IVUUI Ul TVIUI II 11JU T LPV VlinVU ffTT ^

deduction from gross income by (he spause wne paid (fte federal income tax?

(10) In situations where this chapter provides for an exclusion from gross
income of a specific dollar amount of an item of income assignable to this state,
and within the measure of the tax imposed by this chapter, that portion of the
federal income tax pa4d liability assessed upon such income excluded, and any
expenses attributable to earning such income, shall not be deductible in
computing net income.

(11) Amounts paid or accrued for such taxes and carrying charges as,
under regulations prescribed by the commissioner, are chargeable to capital
account with respect to property, if the taxpayer elects, in accordance with such
regulations, to treat such taxes or charges as so chargeable.

Sec. 4. Minnesota Statutes 1980, Section 290.18, Subdivision 2. is
amended to read:

Subd. 2. FEDERAL INCOME TAX PAYMENTS AND REFUNDS.
(a) The adjusted gross income shall; e*sep4 insofar as section 290.19 is
applicable, be computed by deducting from the gross income assignable to this
state under section 290.17, the following deductions: deduction for
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allowable federal income taxes determined under the provisions of
sections 290.09, subdivision 4, 290.10(9) and 290.18.

The deduction enumerated in this subdivision This deduction shall be
sllowco to tfl-fl flKtflnt provided in *^ 11 hdi-vtsion 4- 3rvd fli T)rovidod in clQu^of. fp^

find HuntcE f or

years beginning prior te July ^ 4974 and ending subsequent lhereto( federal
inCOmC iuAv$ GitOWQ DIC ctS a Q oO uOl 1O II 6il&f I &C lilul Daft Or Hrw I OQOi ul

luft QvlGrril!tiv3 Oy iilUlEipiytfrc tftfl i9Q9i ul lllvOlTl9 IftA lluOllilV IOF EfUvil

rc fl octoo on the rfttnrn f ilod \vith (n£ f ntcrml Re vim tic Service hv
WfllCn ra tftC tWHrOOF Or lIlOTltnCt Ht ttrC Ulnu&TV

prior to July 4^4^74 and the denominator which is the number ef months m the
entife taxable year; provided that if the taxable period is ether than a Full yew
the denominator ef the fraction shall be the total number ef months fef which

{f\\ _i hft 3m oiin t of ftn v miciitioniil foocmt incomo tuxes FOF 1 Q? I

allowed as a deduclion from gross income under- clause ffe) OF u»d«f prior law,
shall be allowed as a deduction in the year in which such additional federal

fll lowed ' H*L ft rcf 11 nd or jilloivGd ftfj & credit to Q nv lifihilitv \^/horc EUCR
overpayment has previously eeen allowed as a deduction ffem gross income

als, estates, or trusts (i) for taxable years beginning after December 31, 1980 in
the taxable year to which the liability applies. Such liability includes the
portion of self-employment tax allowed under section 290.10. clause (8). The
self-employment tax must be deducted by the person who is deriving the
income. When the federal tax liability is joint and several under the computa-
tion of a joint federal return of husband and wife, the federal tax liability must
be split between the spouses in the same ratio that the federal adjusted gross
income of that spouse bears to the total federal adjusted grosj income.

(n) taxes paid for a taxable year beginning before January ^, 1981 shall
be allowed as follows:

(1) Those taxes paid in a taxable yeaj beginning before January 1, 1981,
shall be claimed in the year in which the payment was made.

(2) Those paid in a taxable year beginning after December 31. 1980 shall
be divided and deducted in equal installments reflected by the yearly periods
beginning with the first day of the taxable year in which the payment wjis made
and ending December 31, 1986.
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(iii) In 'the case of a person who was self employed during all or a
portion of the taxable -year, the federal income tax liability for purposes of this
section shall be increased by the self-employment tax allowed under section
290.10, clauseTS)"

(iv) If a taxpayer's federal tax liability is eventually not paid by reasoji of
compromise, discharge, or court order, the deduction allowed pursuant to this
subdivision shall be disallowed for the taxable year in which the liability was
accrued.

(v) In the event a federal tax liability for a taxable year commencing
after December 31, 1980 is increased, decreased or modified, and such increase,
decrease or modification has resulted m a change m the amount of Minnesota
income tax in the year to which such increase, decrease or modification is
attributable, the taxpayer's deduction under this section shall be modified for
such year.

(vi) If the readjustments required in (iv) or (v) .are for taxes reflected in
the transition rule described in (ii)(2), the readjustment shall be made equally to
the remaining installments and if a reduction to such installments is required
under this readjustment which exceeds the total of all remaining installments,
the remaining installments will be reduced to zero and the excess included in
income as a federal income tax refund.

(vii) Refunds which are not involved with any readjustments under the
transition rule shall be included in income under section 290.01, subdivision 20,
clause (aX6) if U is from a year beginning before January U 198L

(viii) Refunds of taxes for years beginning after December 3J, 1980. shall
be used to adjust the deduction in the taxable year of the liability unless that
year is closed by statute and no other adjustments are to be required or
allowable in which case such refund shall be reportable in the year received.

Sec. 5. Minnesota Statutes 1980, Section 290.37, Subdivision 3, is
amended to read:

Subd. 3. INFORMATION INCLUDED IN RETURN. The return
provided for herein shall require a statement of the name of the taxpayer, or
taxpayers, if the return be a joint return, and the address of such taxpayer in
the same name or names and same address as the taxpayer has used in making
his income tax return to the United States under the terms of the internal
revenue aet code of 1954, and shall include the social security number of the
taxpayer, or taxpayers, if a social security number has been issued by the
United States with respect to said taxpayers, and shall include the amount of
the adjusted gross income of such taxpayer as the same appears on said return
to the United States internal revenue service for the taxable year to which such
Minnesota state return is applicable; ef, in lieu thereof; and the commissioner
may require the taxpayer shall to attach to his Minnesota state income tax
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return a copy of the federal income tax return which he has filed or is about to
file for such period. The commissioner of revenue, it necessary te audit the
return o* tnv iQXpQyvr IOT ft Ouriiouiur pci iOQi iiiuy rouuirv s Qviuiivo Gonwjuic
rtf <lin »* awnF *i f A^ tf\ rf*j-.*-M«-mta fKa r> fiiii^* A^l rtg-rttf*f* 1Hf*f\mtf *"fcf g»jj-»l* |f| yr^f»ij^f Qg UUh
(yf 111V ILU11U ilLJVU TO W111LPUIC *TT^ HUTUUImj U* UUU III W111V TTT 9WH IUJILPU Yd CtQ IIIV

i*f\rv\A npoflTjrr on fwiici rfittirn to tH^ llriitGo StQtos irttdrnQJ rovenue fiftrvico for

the taxable year te which sueh Minnesota return is appiicobte; 0*7 m Ueu

Sec. 6. Minnesota Statutes 1980, Section 290A.07, Subdivision 2, is
amended to read:

Subd. 2. A claimant wfee is a featef w who had attained the age of 65
or had been disabled prior to June 1 of the year following the year for which
the taxes were levied or in which the rent was paid shall receive full payment no
later than 60 days after receipt of the application or may elect to take as a
credit against his income tax the full amount.

Sec. 7. Minnesota Statutes 1980, Section 290A.07, is amended by
adding a subdivision to read:

Subd. 2a. A claimant not included in subdivision 2 who is a renter
shall receive full payment prior to August ^5 or 60 days after receipt of the
application, whichever is later.

Sec. 8. Minnesota Statutes 1980, Section 290A.07," Subdivision 3, is
amended to read:

Subd. 3. Any claimant not included in subdivision 2 or section 7 shall
receive ful l payment after September 30 and prior to October 15.

Sec. 9. |295365| DECLARATIONS OF ESTIMATED GROSS
EARNINGS TAX BY TELEGRAPH AND TELEPHONE COMPANIES.

Every telegraph company subject to taxation pursuant to section 295.32
and every telephone company subject to taxation pursuant to section 295.34.
shall make a declaration of estimated grosj earnings tax for the calendar year
The declaration of estimated tax shall be filed on or before March 15. The
amount of estimated tax with respect to which a declaration is required shall be
paid in four equal installments on or before the 15th day of March. June.
September, and December. An amendment of a declaration may be filed in
any interval between installment dates prescribed^ above but only one amend-
ment may be filed in each such interval.

|f any amendment of a declaration is filed, the amojjnj of each remain-
ing installment shall be the amount which would have been payable if the new
estimate had been made when the first estimate for the calendar year was made,
increased or decreased, as the case may be. by the amount computed by
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(1) the difference between (A) the amount of estimated tax required to
be paid before the date on which the amendment was made, and (B) the
amount of estimated tax which would have been required to be paid before
such date if the new estimate had been made when the firsj estimate was made.

b*
(2) the number of installments remaining to be paid on or after the date

on which the amendment is made.

The commissioner of revenue may grant a reasonable extension of time
for filing an^ declaration but such extension shajl not be for morg than six
months.

Sec. 10. 1295366] FAILURE BY TELEGRAPH OR TELEPHONE
COMPANY TO PAY ESTIMATED GROSS EARNINGS TAX.

Subdivision L ADDITION TO THE TAX. In case of any underpay-
ment of estimated tax bj; a telegraph or telephone company, except as provided
in subdivision 4, there shall be added to the tax for the taxable year an amount
determined at the rate specified in section 270.75 upon the amount of the
underpayment (determined under subdivision 2) for the period of the underpay-
ment (determined under subdivision 3).

Subd. 2. AMOUNT OF UNDERPAYMENT. For purposes of subdi-
vision I, the amount of the underpayment shajl be the excess of

(1) the amount of the installment, over

(2) the amount, if any_, of the installment paid on or before the last date
prescribed for payment.

Subd. 3. PERIOD OF UNDERPAYMENT. The period of the under-
payment shall run from the date the installment was required to be paid to
whichever of the following dates is the earlier

(1) The 15th day of the third month following the close of the taxable
year.

(2) With respect to any portion of the underpayment, the date on which
such portion is paid. For purposes of this paragraph, a payment of estimated
tax on any installment date shall be considered a payment of any previous
underpayment' only to the extent such paynyem exceeds the amount of the
installment determined under subdivision 2, clause (I) for such installment date.

Subd. 4. EXCEPTION. Notwithstanding the provisions of the pre-
ceding subdivisions, the addition to the tax with respect to any underpayment
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.

(2) Eighty percent of the actual liability for the calendar year.

Sec. 11. [477A.015I PAYMENT DATES.

The commissioner of revenue shall make the payments of local govern-
ment aid to affected taxing authorities in six installments on July J5, August \5,
September 15, October 15, November ^5, and December ^5 annually.

For calendar year 1981 only, the commissioner shall make the payments
in seven installments computed as follows: one-fourth of the calendar year
1981 aids shall be paid on March 15; the remaining amounts shall be divided
into six ejuial payments to be made on July 15, August 15, September |5,
October jj, November 15, and December 15.

Sec. 12. Minnesota Statutes 1980, Section 477A.13, is amended to
read:

477A.13 TIME OF PAYMENT, DEDUCTIONS.

Payments to the counties shall be made from the general fund during the
month of Jaaaafy July of the year next following certification. There shall be
deducted from amounts paid any amounts paid to a county or township during
the preceding year pursuant to sections 84A.51, 89.036, 97.49, subdivision 3,
and 272.68, subdivision 3 with respect to the lands certified pursuant to section
477A.12.

Sec. 13. 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,
by corporations, national and slate 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, 1979.
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

Changes or additions are indicated by underline, deletions by strikeout.



Ch. 4 LAWS of MINNESOTA for 1981 2479
FIRST SPECIAL SESSION

thai 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 te be deducted hereunder shall, regardless ef the methods ef- account-
ing employed; be deductible only- ia the taxable yea* 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. 14. EFFECTIVE DATE.

Section 1^ is effective the day after final enactment. Sections 2, U^ and
\2 are effective January K, 1982, except for those provisions of section jj that
relate to payments in calendar year 1981, which are effective July ]^ 1981.
Sections 3 to 5 and L3 are effective for taxable years beginning after December
31, 1980. Sections 6 to 8 are effective for claims based on rent paid in 1982
and subsequent years. Sections 9 and 10 are effective for taxable years
beginning after December 31, _1982.

Approved June 6, 1981

CHAPTER 4 — S.F.No. 1

An act relating to legislative enactments; correcting erroneous, ambiguous, omit-
ted and obsolete references and text; eliminating redundant, conflicting and superseded
provisions; reenacting certain laws; correcting miscellaneous oversights, inconsistencies,
ambiguities, unintended results and errors of a noncontroversial nature in the 1981
Regular Session; extending the availability of a certain appropriation; authorizing
changing of certain precinct boundaries; abolishing the office of court referee and court
commissioner; providing for the continuance of certain referee and court commissioner
positions; defining "city" for the purpose of participation in municipal power agencies;
extending the powers of a city to make loans under a municipal housing program;
extending the availability of a certain appropriation; amending Minnesota Statutes 1980,
Sections 10.30; 12.03, Subdivision 9; 12.25, Subdivision I; 15.0412, Subdivision 4d;
15.0413, Subdivision 3, as amended; 15.052, Subdivision 3, as amended; 15.1611,
Subdivisions I and 2; 15.1621, Subdivision 2; 15.163, Subdivision 6; 15.166, Subdivi-
sions I. 2 and 4; 15.1671; 15.50, Subdivision I; 15.61, Subdivision 2; 15A.OS1,
Subdivision I, as amended; 16.172; 16.822, Subdivisions 3 and 6; 17.72; I7B.23; 27.01,
Subdivision 1; 31.58; 32A.04, Subdivision 1; 35.067; 40.05, Subdivision 4; 40.071;
43.12, Subdivision 19; 43.126, Subdivisions 1 and 2; 43.24, Subdivision 2; 43.323,
Subdivision 3; 47.203; 48.68; 48.88, Subdivision 2; 50.14, Subdivision 5, as reenacted;
55.15; 56.19, Subdivision I, as amended; 60A. 11, Subdivision 7; 60A.23, Subdivision 8;
62A.152, Subdivision 2; 62D.22, Subdivision 6; 62D.28, Subdivisions 2 and 3; 65B.05;
65B.06, Subdivision 2; 65B.7I, Subdivision 2; 69.031, Subdivision 5; 69.29; 72A.20,
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