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297A.61 DEFINITIONS. . .
[For text of subds 1 and 2, see M.S.2002]

Subd. 3. Sale and purchase. (a) “Sale” and “purchase” inclﬁde, but are not limited
to, each of the transactions listed in this subdivision.

_ (b) Sale and purchase include:

(1) any transfer of title or possession, or both, of tangible personal property,
whether absolutely or conditionally, for a consideration in money or by exchange or
barter; and .

(2) the leasing of or the granting of a license to use or consume, for a
consideration in money or by exchange or barter, tangible personal property, other than
a manufactured home used for residential purposes for a continuous penod of 30 days
Or more.

-.(c) Sale and purchase include the production, fabrication, printing, or processmg
of tangible personal property for a consideration for consumers who furnish either
directly or indirectly the materials used in the production, fabrication, printing, or
processing.

(d) Sale and purchase include the preparing for a consideration of food. Notwith-
standmg section 297A.67, subdivision 2, taxable food includes, but is not limited to, the
following:

(1) prepared food sold by the retailer;

(2) soft drinks;

(3) candy; and _

(4) all food sold through vending machines. - :

(e) A sale and a purchase includes the furnishing for a consideration of electticity,
gas, water, or steam for use ‘or consumption within this state.

(f) A sale and & purchase includes the transfer for a consideration of prewritten
computer software whether delivered electronically, by load and leave, or otherwise.

(g) A sale'and a purchase 1ncludes the furnishing for a con51derat10n of the
following services:

(1) the privilege of admiss_ion to places of amusement, recreational -areas, or
athletic events, and the making available of amusement devices, tanning facilities,
reducing salons, steam baths, turkish baths, health clubs, and spas or athletic facilities;

(2) lodging and related services by a hotel, rooming house, resort, campground,
motel, or trailer camp and the granting of any similar license to use real property other
than the renting or leasing of it for a continuous period of 30 days or more;

(3) nonresidential parking services, whether on a contractual, hourly, or other
periodic basis, except for parking at a meter; .

(4) the granting of membership in a club, association, or other organization if:
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(i) the club, association, or other organization makes available for the use of its
members sports and athletic facilities, without regard to whether a separate charge is
assessed for use of the facilities; and

(ii) use of the sports and athletic facility is not made available to the general public
on the same basis as it is made available to members.

Granting of membership means both onetime initiation fees and periodic membership
dues. Sports and athletic facilities include golf courses; tennis, racquetball, handball,
and squash courts; basketball and volleyball facilities; running tracks; exercise equip-
ment; swimming pools; and other similar athletic or sports facilities;

(5) delivery of aggregate materials and concrete block by a third party 'if the
delivery would be subject to the sales tax if provided by the seller of the aggregate
material or concrete block; and

(6) services as provided in this clause:

(i) laundry and dry cleaning services including cleaning, pressing, repairing,
altering, and storing clothes, linen services and supply, cleaning and blocking hats, and
carpet, drapery, upholstery, and industrial cleaning. Laundry and dry cleaning services
do not include services provided by coin operated facilities operated by the customer;

(ii) motor vehicle washing, waxing, and cleaning services, including services
provided by coin operated facilities operated by the customer, and rustproofing,
undercoating, and towing of motor vehicles; :

(iii) bulldmg and residential cleaning, maintenance, and dlslnfectmg and éxtermi-
nating services;

(iv) detective, security, burglar, fire alarm, and armored car services; but not
including services performed within the jurisdiction they serve by off-duty licensed
peace officers as defined in section 626.84, subdivision 1, or services provided by a
nonproflt organization for monitoring and electronic surveillance of persons placed on
in-home .detentionpursuant to court order or under the dlrectlon of the anesota
Department of Corrections;

(v) pet grooming services;

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; garden planting
and maintenance; tree, bush, and shrub pruning, bracing, spraying, and surgery; indoor
plant care; tree, bush shrub, and stump removal; and tree trimming for public utility
lines. Services performed under a construction contract for the installation of shrub-
bery, plants, sod, trees, bushes, and similar items are not taxable;

(vii) massages, except when provided by a licensed health care facility or profes-
sional or upon written referral from a licensed health care facility or professmnal for
treatment of illness, injury, or disease; and

(viii) the furnishing of lodging, board, and care services for animals in kennels and
other similar arrangements, but excludmg veterinary and horse boarding services.

In applying the provisions of this chapter, the terms “tangible personal property”
and “sales at retail” include taxable services listed in clause (6), items (i) to (vi) and
(viii), and the provision of these taxable services, unless specifically provided otherwise.
Services performed by an employee for-an employer are not taxable. Services per-
formed by a partnership or association for another partnership or association are not
taxable if one of the éntities owns or controls more than 80 percent of the voting power
of the equity interest in the other entity. Services performed between members of an
affiliated group of corporations are mnot taxable. For purposes of the preceding
sentence, “affiliated gtoup of corporations” includes those éntities- that would be
classified as members of an affiliated group under United States Code, title 26, section
1504, and that are eligible to file a consolidated tax return for federal income tax
purposes.

(h) A sale and a purchase includes the furnishing for a consideration of tangible
personal property or taxable services by the United States or any of its agencies or
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instrumentalities, or. the state of anesota 1ts agencres 1nstrumentaht1es or pohtrcal
subdivisions. . :

(). A sale and a purchase includes the furmshmg for a cons1deratron of telecom— '
munications services, rncludmg cable television services.and: direct satellite: services.
Telecommunications services are taxed to-the extent allowed under federal law.

HA sale and a purchase includes the furnishing for a consrderatron of installation
if the installation charges would be subject to the sales tax 1f the mstallatron _were
.prov1ded by the seller of the item being installed. ;
" (k) A sale and a purchase includes the. rental of a vehicle by a motor vehrcle dealer
to a customer when (1) the vehicle is rented by. the customer for a consideration, or (2)
the motor vehicle dealer.is reimbursed pursuant’ to a servrce contract as defmed in
sectlon 65B. 29 subdrvrsron 1, clause (1) '

[For text of- subds 4 to 6, see M.S. 2002]

Subd. 7. Sales prrce (a) “Sales price’ means the measure subject to sales tax and
means the total amount of consideration, mcludmg cash, credit, personal property, and
services, for which personal property or services are sold leased or rented, valued in
money, whether recerved in money or otherwrse w1thout any deductlon for - the
following:

(¢)) the seller s cost of the property sold

. (2) the cost of materials used, labor or servrce cost, mterest losses all costs of
. transportation to the seller, all taxes 1mposed on the seller, and. any other expenses of
.the seller;. : .

. (3) charges by the seller for any services necessary to complete the sale other than
dehvery and installation charges; .

(4) delivery charges;'
'(5) installation charges; and

_ (6) the value of exempt property given ¢ to the purchaser when taxable and exempt
personal property have béen bundled together and sold by the seller as a s1ngle product
or piece of merchandlse : .

(b). Sales price does not include’ o

(D discounts, including cash, terms. or coupons that are not relmbursed by a third
party and - that . are . allowed by the. seller -and; taken by a purchaser on a sale;

(2) ‘interest, fmancmg, and carrying charges from credit extended on. the . sale of
personal property or services, if the amount- is-separately stated.on the invoice, bill of
sale, or similar document given to the purchaser; and - : .

(3) .any taxes legally imposed dlrectly .on the consumer: that are separately stated
on the i mvorce, bill of sale, or similar document given to-the purchaser. :
[For text of subds 8 and 9, see M.S. 2002]

Subd 10. Tangrble personal property (a) “Tangrble personal property ineans
. personal property that can be seen, weighed, measured, felt, or touched, or that is in
any other manner perceptible to. the senses. “Tangible personal property” includes; but
is not limited to, electrrcrty, water, gas steam prewrrtten computer software and
prepaid callmg cards. . . . -

(b) Tangible personal property does hot iiiclude:

(1) large ponderous machmery and equipment used in a busrness or, productron
actrv1ty whrch at common law would be’ considered to be real property, o

(2) property wh1ch is subject to an ad valorem property tax; _ .
(3) property described in section 272.02, subdivision 9, clauses (2) to (d); and '
- (4) property described in section 272.03, subdivision 2, clauses (3) and (5)..
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[For text of subd 11, see M.S.2002]

. Subd. 12. Farm machinery. (a) “Farm machinery” means new or used machmery,
equrpment implements, accessories, and contrivances’ used directly and prrnclpally in
agrrcultural production including, but not limited to:

€)) machrnery for thc preparatron, seeding, or cultrvatlon of soil for growing
agrrcultural crops;

(2) barn cleaners m1lk1ng systems, grarn dryers feeding systems 1nclud1ng station-
ary feed bunks, and srmllar installations, whetheér or not the equrpment is installed by
the seller and becomes part of the real property; and '

3y 1rrrgatron equrpment sold for exclusively aﬂrlcultural use 1ncludrng pumps, pipe
frttlngs valves, sprinklers, and other equipment necessary to the operation of an
irrigation system when sold as part of an irrigation system, whethér or not the
equipment is installed by the seller and becomes part of the real property.

(b) Farm machinery does not include:
(1) repair or replacement parts;

(2) tools, shop equipment, grarn bins, fenc1ng matcrral communication equ1prnent
and other farm supplies; : .

(3) motor vehicles taxed under chapter 297B;
(4) snowmobiles or snow blowers;

(5) lawn mowers except those -used in the productron of sod for sale,.or garden-
type tractors or garden tillers; or : : :

(6) machinery, equipment, implements, accessories, and contrivances used d1rectly_
in the production of horses not raised for slaughter; fur-bearmg .animals, or research
animals. :

[For text of subd 13, see M.S.2002)

Subd. 14. [Repealed, 2003 ¢ 127 art 1 s 34]

Subd. 14a. Lease or rental.. (a) “Lease or rental” means any transfer of possession
or control of tangible personal ‘property for a fixed or indeterminate téerm for
consideration. A lease or rental may include future options to purchase or exténd.

(b) Lease or rental does not include: '

(1) a transfer of possession or control of property under a‘security agreement or
deferred payment plan that requires the transfer of title upon completion of the
required payments

(2) a transfer of possession’ or control of property under an agréement that
requires the transfer of title upon completion of required payments and payment of an
option price does not exceed the greater of $1OO or one percent of the total required
payments; or

(3) providing tangible personal property along with an operator for a f1xed or
indeterminate period of 'time. A condition of this exclusion is that the operator is
necessary for the equipment to perform as designed. For the purpose of this subdivi-
sion, an operator must do more than maintain, 1nspect or set up the tangible personal
property

- () Lease or rental does include agreements covering motor vehlcles and trarlers
where the amount of consideration may be increased or decreased by reference to the
amount realized upon sale or disposition of the property.as defined in' United States
Code, title 26, section 7701(h)(D).

(d) This definition must bc used for sales and use tax purposcs regardless if a
transaction is characterized as a lease or rental under generally accepted accounting
principles, the Internal Revenue Code, chapter 336 or other provrsrons of federal,
state, or local law. .

Subd. 15. [Repealed, 2003 ¢ 127 art 1 s 34]
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Subd. 17. Prewritten computer software. “Prewritten computer software” means
computer software, including prewritten upgrades, that is not designed and -developed
by the author or other creator to the specifications of a specific purchaser. The
combining of two or more “prewritten computer software” programs or prewritten
portions of the programs does not cause the combination to be other than “prewritten
computer software.” “Prewritten computer. software” includes software designed and
developed by the author or other creator to the specifications of a specific purchaser
when it is sold to a person other than the purchaser. If a person modifies or enhances
computer software of which the person is not the author or creator, the person is
deemed to be the-author or creator only of such person’s modifications or enhance-
ments. “Prewritten computer software” or a prewritten portion of it that is modified or
enhanced to any degree, if the modification or enhancement is. designed and developed
to the specifications of a spec1flc purchaser, remains “prewritten computer software”;
provided, however, that if there is a reasonable, separatcly stated charge or an invoice
or other statement of the price given to the purchaser for such modification or
enhancement, the modification or enhancement does not const1tute “prewritten com-
puter software.” For purposes of this subdivision:

(1) “computer” means an electronic device that accepts information in digital or
similar form and manipulates it for a result based on a 'sequence of instructions;

(2)"‘electronic” means relating to technology having electrical, digital, magnetic,
wireless, optical, electromaguetic, or similar capabilities; and

(3) “computer software” means a set of coded instructions designed to cause a
“computer” or automatic data processing equipment to perform a task.

Subd. 17a. Delivered electromcally “Delivered electronically” means dehvercd to
the purchaser by means other than tangible storage media.

Subd. 17b. Load and leave. “Load and leave” means delivered to the purchaSPr by
use of a tangible storage media where the tanglble storage media is not phy51ca11y
transferred to the purchaser.

[For text of subds 18 to 29, see.M.,S'.2002]

"Subd. 30. Delivery - charges. “Delivery charges” means charges by the seller of
personal property or services for preparation and delivery t6 a location designated by
the purchaser of personal property or services including, but not limited to, transporta-
tion, shipping, postage, handling, crating, and packing. ~

[For text of subds 31 to 33, see M.S.2002]

Subd. 34. Food sold through vending machines. “Food sold through vending
machines” means food dispensed from a mdchme or othcr dev1ce that accepts payment
including honor payments.

'Subd. 35. Direct mail. “Direct mail” means printed material delivered or distribut-
ed by United States Mail or other delivery service to a mass audience or to addressees
on a mailing list prov1ded by the purchaser or at the direction of the purchaser when
the cost of the items is not billed directly to the recipients. “Direct mail” includes
tangible personal property supplied directly or indirectly by the purchaser to the direct
mail seller for inclusion in the package containing the printed material. “Direct mail”
does not include multiple items of prlnted matenal delivered to a single address.

Subd. 36. Agricultural production. “Agrlcultural productnon includes, but is not
limited to, horticulture, silviculture, floriculture, maple syrup harvesting, and the raising
‘of pets, livestock as defmed in section 17A.03, subdivision 5, poultry, dairy and poultry
products, bees and apiary products, the raising and harvesting of agricultural crops, sod,
fur-bearing animals, research animals, and horses.

History: 2003 ¢ 127 art 1 s 8-16; art 6 s 4-7
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297A.66 JURISDICTION TO REQUIRE COLLECTION AND REMITTANCE OF
TAX BY RETAILER. '

[For' text of subds 1 to 4, see M.S.2002] L

Subd. 5. Withdrawal from streamlined sales and use tax agreement. If the state
has withdrawn its membership or been expelled from the streamlined sales and use tax
agreement, it shall not use a seller’s registration with the central registration system and
the collection of sales and use taxes in the state as a factor in determmmg whether the
seller has nexus with that state for any tax at any time.

History: 2003 ¢ 127 art- 1s17

297A.665 PRESUMPTION OF TAX; BURDEN OF PROOF

(a) For the purpose of the proper administration of this chapter and to prevent
evasion of the tax, until the contrary is established, it is presumed that

(1) all gross receipts are subject to the tax; and

(2) all retail sales for delivery in Minnesota are for storage use,. or other
consumption in Minnesota.

(b) The burden of proving that a sale is not a taxable retail sale is on the’ seller.
However, the seller may take from the purchaser at the time of the sale a fully
completed exemption certificate which- conclusively relieves the seller from collecting
and remitting the tax. This relief from liability does not apply t6 a seller who
fraudulently fails to collect-the tax or solicits purchasers to participate. in the unlawful
claim of an exemption. If a seller claiming that certain sales are exempt is not in
possession of the requlred exemptron certificates within 60 days after receiving written
notice from the commissioner that the certificates are required, deductions claimed by
the seller that required dehvery of the certificates must be disallowed. If the certificatés
are delivered to the commissioner within the 60- day period, the commissioner may
verify the reason or basis for the exemption claimed in the certificates before allowing
any deductions. A deduction must not be granted on the basis-of certificates delivered
to the commissioner after the 60-day period.

(c) A purchaser of tangible personal property or any items listed in section
297A.63 that are shipped or brought to Minnesota by the. purchaser has the burden of
proving that the property was not. purchased from a retailer for storage, use, or
consumption in Minnesota. : : .

History: 2003 ¢ 127 art 65 8

297A 666 AMNESTY FOR REGISTRATION.

Subdivision 1. Amnesty provisions. Subject to the limitations of subdivision 2:

(1). this state shall provide amnesty for. uncollected or unpaid- sales or use tax to a
seller who registers to pay or to collect and remit applicable sales or use tax on sales
made to purchasers in this state in accordance with the terms of the streamlined sales
and use tax agreement, prov1ded that the seller was not so reglstered in this state in.the
12-month -period precedmg the effective date of the state’s participation in _the
agreement and

() the amnesty shall preclude assessment for uncollected or unpaid sales or use
tax together with penalty or interest for sales made during the period the seller was not
registered in this state, provrded registration occurs within 12 months of the effective
date of the state’s part1c1pat10n in the agreement.

Subd. 2. Limitations. (a) The amnesty is not available to a seller with respect to
any matter or matters for which the seller received notice of the commencement of an
audit and the audit is not yet fmally resolved, including any related admmrstratlve and
judicial processes. :

(b) The amnesty is not available for sales or use - taxes already pald or remltted to
this state or to taxes collected by the seller. :
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(c) The amnesty is fully effective, absent the seller’s fraud. or intentional mlsrepre- .'
sentat1on of a material fact, as long as the, seller continues registration -and. continues
payment or collection and remittance of appllcable sales or use taxes for-a perrod of at
least 36 months. The statute -of limitations . provisions of chapter: 289A.: applicable to
asserting a.sales or use -tax liability must be tolled durmg this 36—month period.

(d) The: amnesty. is appllcable only to. sales or use taxes due. from a seller - in_its
"'capacity as.a seller and not to sales or use taxes du¢.from a seller in its capacrty asa - -
_buyer. _ . e
Hlstory 2003 ¢ 127 art. 1 s18...

: '297A 668 SOURCING OF SALE; SITUS IN THIS STATE.

... .. Subdivision 1. Applicability. The provisions of. this section apply regardless of the
characterlzatlon of a product as. tanglble personal property, a digital good, of a service;
but do not’ apply to telecommunications “setvices, or the sales of. motor vehicles, -
watercraft,” aircraft,” modular homes, manufactured homes, or’ moblle homes. These
" provisions only apply to determiné a seller’s obligation to pay or collect and remit a
sales or use tax with respect to' the seller’s sale of a product: These provisions-do not

afféct the obhgatron of a seller as. purchaser to remlt tax on the use. of the product

_ Subd 2. [Renumbered subd. 6] °

. Subd. 2. Sourcing rules. (a) The retail sale excludmg lease .or rental of a product
shall be sourced as required in paragraphs (b).through (f). . .

(b)- When the product is received. by. the purchaser at a busmess locatlon of the
-seller the. sale is sourced to that business location.

(c) Wheén the product is not received by the purchaser ata busrness locatlon of the

seller, the sale is sourced-to the location where receipt by the purchaser or the donee

,desrgnatcd by the purchaser occurs, 1ncludmg the location indicated by 1nstruct1ons for
delivery to the purchasers or the purchaser’s donee, known to the seller. .

.~ (d) When paragraphs (b) and (c) do not apply, the sale is sourced to the locatron
indicated by an address for the purchaser that is available ‘from the busitiess records of

the seller ‘that ar¢ maintained in the ordlnary course of the seller s busrness when use
‘of this address does not constitite bad faith..

' (e) When paragraphs (b), (c), and '(d) do not apply, the salé is- sourced to the .
location ‘indicated by an address for the purchaser obtained during the consummation
of the-sale, including thie address of a purchaser’s payment instrument - 1f no other
address is avallable when usé of this address does not constitute bad faith.”

' (f) When paragraphs (b), (€);(d); and (&) do- ‘not apply, mcludrng the circumstance
where the seller is without sufficiént information to apply the previous paragraphs, then
the location is determined by the address from.which tangible personal property was
shipped, from which the.digital good or the computer software. delivered electronically
‘was first available for :transmission by .the. seller,. or..from" which the. service was

' ,provrded For purposes of this paragraph, the seller mus_t disregard any location that =

P

. (g) For purposes of th1s subdivision, the, terms ¢ recelve and recelpt” mean takmg
,-possess1on ~of tangible personal property, making . first- use of -services, or . taking
possession or making first use of digital goods or.the computer software. delivered
electronically, whichever occurs first. The terms receive.and receipt do -not include
possession by a carrier for hire on behalf of the purchaser o

Subd. 3. [Repealed by amendment, 2003 ¢ 127 art 15 19] . :

Subd. 3. Lease or rental of tangible personal property. The lease or- rental of
tanglble personal property, other than property 1dent1f1ed in subd1v1s1on 4 or 5 shall:be
sourced as required in paragraphs .(a) to (c). - -

:(2) For -a-lease or rental that requires recurrlng per10d1c payments the first
periodic payment is sourced the same as a retail sale in accordance with the. provisions
of -subdivision 6. Periodic payments made subsequent to.the first payment*are sotirced

- to-the primary property location for each period covered by the payment. The primary
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property location must be as indicated by an address for the property provided by the
lesseethat:is available to the lessor from its records maintained in the ordinary course
of business, when use of this address does not constitute bad faith. The property
location must not be altered by intermittent use at different locations, such as use of
business propefty that accompanies employees on business trips and service calls.

-(b) For a:lease or rental that does not require recurring ‘periodic- payments, the
payment is sourced the same a$ a retail sale in accordance with the provisions of
subdivision 2. .

(c) This subdivision does not affect the imposition or computation of sales or use
tax on leases or rentals based on a lump sum or accelerated basis, or on the acquisition.
of property for lease.

'Subd. 4, Lease or rental of motor vehicles, trarlers, semltrallers, or aircraft that
do’ not qualify as transportation equipment. The lease or rental of motor vehicles,
trailers, semrtra1lers, or aircraft that do not qualify as transportatron equipment, as
defined . in subdivision 5, shall be sourced as required in paragraphs (@) to (o).

(a) For a lease or rental that requires recurring periodic. payments each periodic
payment is sourced .to the primary property location. The primary property -location
must be as indicated by an address for the property provided by the lessee’ that is
available to the lessor from its records maintained in thé ordinary course of business,
when use of this address does not ‘constitute bad faith. ThlS locatlon must not be
altered by intermittent use at different locations.

(b) For a lease or rental that does not require recurring periodic payments; the
payment is sourced the same as a retail sale 1n accordance w1th the prov1srons of
subd1v1sron 2. :

(c) This subdivision does not ‘affect the imposition or computation of sales or use
tax on leases or rentals based on a lump sum or accelerated basis,’ or on the acqulsltron
of property for lease.

Subd. 5. Transportatron equipment. (a) The retail sale, 1nclud1ng lease or rental of
transportatron ‘equipment shall be sourced the same as a retail sale in accordance with
the provisions of subdivision 2, notwrthstandmg the cxclusron of lease or rental in
subdivision 2.

(b) “Transportatron equipment” means any of the followmg _ _

- (1) locomotives and railcars that are utilized for the carrrage of persons or
property in interstate. commerce; and/or _

(2) trucks and truck-tractors with a gross vehlcle welght ratmg (GVWR) of 10 001
pounds or greater, trailers, semitrailers, or passenger buses that are: . _

(i) registered through the international registration plan; and

(ii) operated under ‘authority of a carrier authorized -and ¢certified by the: United
States Department of Transportat1on or another federal authority to engage in the
carriage of persons or property in interstate commerce.

Subd. 6. Multiple points of use. (a) Notwithstanding the provisions of subdivisions
2 to 5, a business purchaser that is not a holder of a direct pay permit that knows at the
time of its purchase of a digital good, computer software delivered electronically, or a
service that the digital good, computer software delivered electronically, or service will
be- concurrently available for use in more than one taxing jurisdiction shall deliver to
the seller in conjunction with its purchase a multrple points of use exémption certlflcate
disclosing this fact.

(b) Upon receipt of the multiple points of use exemption certificate, the seller is
relieved of the obligation to collect, pay, or remit the applicable tax and the purchaser
is obligated to collect, pay, or remit the applicable tax on a direct pay. basis.

(c):A purchaser delivering the multiple points of use exemption certificate may use
any reasonable, but consistent and uniform, method of apportionment that is supported
by the purchaser’s business records as they exist at the tlme of the consummation of the
sale.: .
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(d) The multiple points of use exemption certificate remains in effect for all future
sales by the seller to the purchaser until it is revoked in writing, except as to the
subsequent sale’s specific apportionment that is governed by the principle of paragraph
(c) and the facts existing at the time of the sale.

(€) A holder of a direct pay permit is not required to deliver a multiple points or
use exemption certificate to the seller. A direct pay permit holder shall follow the
provisions of paragraph (c) in apportioning the tax due on a digital good, computer
software delivered electronically, or a service that will be concurrently available for use
in more than one taxing jurisdiction.

Subd. 7. Direct mail. (a) Notwithstanding other subdivisions of this section, a
purchaser of direct mail that is not a holder of a direct pay permit shall provide to the
seller, in conjunction with the purchase, either a direct mail form or information to
show the jurisdictions to which the direct mail is delivered to recipients.

(1) Upon receipt of the direct mail form, the seller is relieved of all obhgations to
collect, pay, or remit the applicable tax and the purchaser is obl1gated to pay or remit
the applicable tax on a direct pay basis. A direct mail form remains in effect for all
future sales of direct mail -by the seller to. the purchaser until it is revoked in writing.

(2) Upon receipt of information from the purchaser showing the jurisdictions to
which the direct miail is delivered to recipients, the seller shall collect the tax according
to the delivery information provided by the purchaser. In the absence of bad faith, the
seller is relieved of any further obligation to collect tax on any transaction for which the
seller has collected tax pursuant to the delivery information provided by the purchaser.

(b) If the purchaser of direct mail does not have a direct pay permit and does not
provide the seller-with either a direct mail form or delivery information, as required by
paragraph (a), the seller shall collect the tax according to subdivision 2, paragraph (f).
Nothing in this paragraph limits a purchaser’s obhgat1on for sales or use tax to any
state to which the direct mail is delivered.

(c) If a purchaser of direct mail provides the seller w1th documentation of direct
pay authority, the purchaser is not required to provide a direct mail form or dehvery
information to the seller.

History: 2003 c 127 art 1 5 19
297A.669 TELECOMMUNICATION SOURCING.

Subdivision 1. Call-by-call basis sourcing. Except for the defmed telecommunica—
tion services in subdivision 3, the sale of telecommunication service sold on a call-by-
call basis shall be sourced to (1) each level of taxing jurisdiction where the call
originates and terminates in that jurisdiction; or (2) each level of taxing jurisdiction
where the call either originates or terminates and in which the service address is also
located.

_ Subd. 2. Other than call- by-call basis sourcmg Except for the defined telecommu-
nication services in subdivision 3, a sale of telecommunications services sold on a basis
other than a call-by-call basis is sourced to the customer’s place of primary use.

Subd. 3. Defined telecommunications services sourcing. The sale of the following
telecommunication services shall be sourced to each level of taxrng jurisdiction in
paragraphs (a) to (d). _

(a) A sale of mobile telecommunications servrces other than air-to- ground radro-
telephone service: and prepaid calling service, is sourced to the customer’s place of
primary use as required by the Mobile Telecommunications Sourcing Act.

(b) A sale of postpaid calling service is sourced to the or1g1nation point of the
telecommunicatrons signal as first 1dent1f1ed by either:

(1) the seller’s telecommunications system; or

(2) information received by the seller from its service provrder where the system
used to transport such signals is not that of the seller.

(c) A sale of prepaid calling service is sourced in accordance with sectron
297A.668, subdivision 2. However, in the case of a sale of mobile telecommunications
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service that is a prepaid telecommunications service, the rule provided in section
297A.668, subdivision 2, paragraph (f), shall include as an option the location associat-
ed with the mobile telephone number.

(d) A sale of a private communication service is sourced as follows:

(1) service for a separate charge related to a customer channel termination point is
sourced to each level of ]urlsdlctlon in which the customer channel terimination point is
located;

(2) service where all customer termination points are located entlrely within one
jurisdiction or levels of jurisdiction is sourced in such jurisdiction i in which the customer
channel termination points are located; :

(3) service for segments of a channel between two customer channel termination
points located in different jurisdictions and which segment of channel are separately
charged is sourced 50 percent in each level.of jurisdiction in which the customer
channel termination points are located; and

(4) service for segments of a channel located in more than one _]llI'lSdlCthn or
levels of jurisdiction and which segments are not separately billed is sourced in each
jurisdiction based on the percentage determined by dividing the number of customer
channel termination points in the Jurlsdlctlon by the total number of customer channel
termination points.

Subd 4. Air-to-ground radmtelephone service. “Air-to-ground radlotelephone
service,” for purposes of this section, means a radio service, as that term is defined in
Code of Federal Regulations, title 47, section 22.99, in which .common carriers are
authorized to offer and provide radio telecommunications service for hire to subscrib-
ers in aircraft. :

Subd. 5. Call-by-call basis. “Call-by-call basis,” for purposes of this section, means
any method of charging for telecommumcatlons services where the price is measured
by individual calls. :

Subd. 6. Communications channel “Communications channel,” for purposes of
this section, means a physical or virtual path of communications over which signals are
transmitted between or among customer channel termination points.

Subd. 7. Customer. “Customer,” for purposes of this section, means the person or
entity that contracts with the seller of telecommunications services. If the end user of
telecommunications- services is not the contracting party, the end user of the telecom-
munications service is the customer of the telecommunication service, but this sentence
applies only for the purpose of sourcing sales of telecommunications services under this
section. Customer does not include a reseller of telecommunications service or for
mobile telecommunications service of a serving carrier under an agreement to serve the
customer outside the home service provider’s licensed service area.

Subd. 8. Customer channel termination’ point. “Customer channel termination
point,” for purposes of this section, means the location whcre the customer either
inputs or receives the communications.

Subd. 9. End user. “End user,” for purposes of this section, means the person who
utilizes the telecommunication service. In the case of an entlty, end user means the
individual who utilizes the service on behalf of the entity. '

Subd. 10. Home service provider. “Home service provider,” for purposes of this
section, means the same as that term is defined in Section 124(5) of Public Law
106-252 (Mobile Telecommunications Sourcing Act).

Subd. 11. Mobile telecommunications service. “Mobile telecommurications ser-

vice,” for purposes of this section, means the same as that term is defineéd in Section
124(1) of Public Law 106-252 (Mobile Telecommunications Sourcing Act). '

Subd. 12. Place of primary use. “Place of primary use,” for purposes of this
section, means the street address representative of where the customer’s use of the
telecommunications service primarily occurs, which must be the residential street
address or the primary business street address of the customer. In the case of mobile
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telecommunications services, place of primary use must be within the licensed: service
area of the home service provider. .

.-Subd. 13. Postpaid calling service. “Postpald calling service,” for purposes of this
section, means the telecommunications service obtained by making a payment on a call-
by-call basis either through the use of a credit card or payment mechanism such as a
bank card, travel card, credit card, or debit card, or by a charge made to a telephone
number that is not associated w1th the orlgmauon or termination of the telecommuni-
cations service. A postpaid calling scrvice includes a telecommunications service that
would be a prepaid calling service except it is not exclusively a telecommunication
service.

Subd. 14. Prepaid calling service. “Prepald calling service,” for purposes of this
section, means the right to access exclusively teleccommunications services, which' must
be paid for in advance and which enables the origination of - calls using an access
number or authorization code, whether manually or electronically dialed, and that is
sold in predetermined units or dollars of which the number declincs with use in a
known amount. _

- Subd. 15. Private communication services. “Private communication services,” for
purposes of this section, means the same as that term is defincd in section 297A. 61
subdivision 26.

Subd. 16. Service address. “Service address,” for purposes of this section, means:

(1) the location of the telecommunications equipment to which a customer’s call is
charged and from which the call originates or terminates, regardless of where the call is
billed or paid,

(2) if the location in paragraph (a) is not known, service address means the
origination point of the signal of the telecornmumcatlons services first identified by
either the seller’s telecommunications system or in information received by the seller
from its service provider, where the system used to transport the 51gnals is not that of
the seller; or

(3) if the location in paragraphs (a) and (b) is not known, the service address
means the location of the customer’s place of primary use.

History: 2003 ¢ 127 art 1 s 20

297A.67 GENERAL EXEMPTIONS.
[For text of subd 1, see M.S.2002]

Subd. 2. Food and food ingredients. Food and food ingredients are exempt. For
purposes of this subdivision, “food™ and “food ingredients” mean substances, whether
in liquid, concentrated, solid, frozen, dried, or dehydrated form, that are sold for
ingestion or chewing by humans and are consumed for their taste or nutritional value.
Food and food ingredients exempt under this subdivision do not include candy, soft
drinks, food sold through vending machines, and prepared foods. Food and food
ingredients do not include alcoholic beverages, dietary supplements, and tobacco. For
purposes of this subdivision, “alcoholic beverages” means beverages that are suitable
for human consumption and contain one-half of one percent or more of alcohol by
volume. For purposes of this subdivision, “tobacco” means cigarettes, cigars, chewing or
pipe tobacco, or any other item that contains tobacco. For purposes of this subdivision,
“dietary supplements” means any product, other than tobacco, intended to.supplement
the diet that:

(1) contains one or more of the followmg dletary 1ngred1ents
(i)-a vitamin;

(ii) a mineral;

(iii) an herb or other botanical;

(iv) an amino acid;

(v) a dietary substance for use by humans to supplement the diet by i 1ncreasmg the
total dietary intake; and :
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(vi) a concentrate, metabolite, constituent, extract, or combination of any ingredi-
ent described in items (i) to (v);

(2) is intended for ingestion in tablet, capsule, powder, softgel gelcap, or liquid
form, or if not intended for ingestion in such form, is not represented as conventional
food and is not represented for use as a sole item of a meal or of the diet; and

(3) is required to be labeled as a dietary supplement, identifiable by the supple-
ment facts box found on the label and as required pursuant to Code of Federal
Regulations, title 21, section 101.36. :

[For text of subds 3 to 7, see M.S.2002]

Subd. 8. Clothing. (a) Clothing is exempt.- For purposes of this subdivision,
“clothing” means all human wearing apparel suitable for general use.

(b) Clothing includes, but is not limited to, aprons, household and shop; athletic
supporters; baby receiving blankets; bathing suits and caps; beach capes and coats; belts
~and suspenders; boots; coats and jackets; costumes; children and adult diapers,
including disposable; ear muffs; footlets; formal wear; garters and garter belts; girdles;
gloves and mittens for general use; hats and caps; hosiery; insoles for shoes; lab coats;
neckties; overshoes; pantyhose; rainwear; rubber pants; sandals; scarves; shoes and shoe
laces; slippers; sneakers; socks and stockings; steel-toed boots; underwear; uniforms,
athletic and nonathletic; and wedding apparel.

(c) Clothing does not include the following;
(1) belt buckles sold separately;

(2) costume masks sold separately;

(3) patches and emblems sold separately;

(4) sewing equipment and supplies, including but not limited to, knitting needles,
patterns, pins, scissors, sewing machines, sewing needles, tape measures, and thimbles;

(5) sewing materials that become part of clothing, including but not limited to,
buttons, fabric, lace, thread, yarn, and zippers;

(6) clothing accessories or equipment;
.(7) sports or recreational equipment; and
(8) protective equipment.

Clothing also does not include apparel made from fur if a uniform definition of
“apparel made from fur” is developed by the member states of the Streamlined Sales
and Use Tax Agreement. !

For purposes of this subdivision, “clothing accessories or equipment” means
incidental items worn on the person or in conjunction with clothing. Clothing accesso-
ties and equipment include, but are not limited to, briefcases; cosmetics; hair notions,
including barrettes, hair bows, and hairnets; handbags; handkerchiefs; jewelry; nonpre-
scription sunglasses; umbrellas wallets; watches; and wigs and hairpieces. “Sports or
recreational equipment” means items designed for human use and worn in conjunction
with an athletic or recreational activity that are not suitable for general use. Sports and
recreational equipment includes, but is not limited to, ballet and tap shoes; cleated or
spiked athletic shoes; gloves, including, but not lxmlted to, baseball, bowling, boxing,
hockey, and golf gloves; goggles; hand and elbow guards; life preservers and vests;
mouth guards; roller and ice skates; shin guards; shoulder pads; ski boots; waders; and
wetsuits and fins. “Protective equipment” means items for human wear and designed as
protection of the wearer against injury or disease or as protection against damage or
injury of. other persons or property but not suitable for general use. Protective
equipment includes, but is not limited to, breathing masks; clean room apparel and
equipment; ear and hearing protectors; face shields; finger guards; hard hats; helmets;
paint or dust respirators; protective gloves; safety glasses and goggles; safcty belts; tool
belts; and welders gloves and masks.
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[For text of subds 9 to 30, see M.S.2002]

Subd. 31. Service loaner vehicle covered by warranty. The loan of a vehicle by a
motor vehicle dealer to a customer as a replacement for a vehicle being serviced or
repaired is exempt if the vehicle is loaned pursuant to a warranty 1ncluded in the
orlgmal purchase price of the vehicle being serviced or repaired.

Hlstory. 2003¢c 127 art 1s 21,22, art 65 9

297A.68 BUSINESS EXEMPTIONS.
[For text of subd 1, see M.S. 2002]

_Subd. 2. Materials consumed in industrial production. (a) Materials stored, used,
or consumed in industrial production of personal property intended to be sold
ultimately at retail are exempt, whether or not the item so used becomes an 1ngred1ent
or constituent part of the property produced. Materlals that qualify for this exempaon
ificlude, but are not limited to, the following:

(1) chemicals, including chemicals used for cleaning food processmg machmery
and equipment;

(2) materials, including chemicals, fuels, and’ electricity purchased by per<,ons
engaged in industrial production to treat waste generated as a result of the productlon-
process;

(3) fuels, electricity, gas, and steam used or consumed in the productlon process,
except that electr1c1ty, gas, or steam used for space heating, cooling, or lighting is
exempt if (i) it is in excess of the average climate control or lighting for the productlon
area, and (ii) it is necessary to produce that particular product;

(4) petroleum products and lubricants;

(5) packaging materials, mcludmg returnable containers used in packaglng food
and beverage products; -

(6) accessory tools, equipment, and other 1tems that are separate detachable units
with an ordinary useful life of less than 12. months used in producmg a d1rect effect
upon the product; and :

(7) the following materials, tools, and equlpment used in metalcasting: crucibles,
thermocouple protection sheaths and tubes, stalk tubes, refractory materrals molten
metal filters and filter boxes, degassing lances, and base blocks.

" (b) This exemption does not include;

~ (1) machinery, equipment, 1mp1emer1ts tools accessories, apphances contrivances
and furniture and fixtures, except those listed in paragraph (a), clause (6); and

(2) petroleum and special fuels used in producing or generating power for
propelling ready-mixed concrete trucks on the public highways of this state.

.(c) Industrial production includes, but is not limited to, research, development,
design or production of any tangible personal.property, manufacturing, processing
(other than by restaurants and consumers) of agricultural products (whether vegetable
or animal), commercial fishing, refining, smelting, reducing, brewing, distilling, printing,
mining, quarrying, lumbering, generating electricity, the production of road building
materials, and the research, development, design, or production of computer software.
Industrial. production does not include painting, cleaning, repairing or similar process-
ing of property except as part of the original manufacturing process. :

[For text of subds 3 and 4, see M.S. 7002]

Subd. 5. Capltal equipment. (a) Capital equlpment is exempt. The tax must be
imposed and collected as if the rate under section 297A.62, subdivision 1, applied, .and
then refunded in the manner provided in section 297A.75.

‘Capltal equipment” means machinery and equipment purchased or leased, and
used in this state by the purchaser or lessee primarily for manufacturing, fabricating,
mining, or refining tangible personal property to be sold ultimately at retail if the
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machinery and equipment are essential to the integrated production process of
manufacturing, fabricating, mining, or refining. Capital equipment also includes ma-
chinery and equipment used to electronically transmit results retrieved by a customer of
an on-line computerized data retrieval system.

(b) Capital equipment includes, but is not limited to:

(1) machinery and equipment used to operate, control, or regulate the productlon
equipment;

(2) machincry and equipment used for research and development, design, quality
control, and testing activities;

(3) environmental control devices that are used to maintain conditions such as
temperature, humidity, light, or air pressure when those conditions are essential to and
are part of the production process;

(4) materials and supplies used to construct and install machinery or equipment;

(5) repair and replacement parts, including accessories, whether purchased as
spare parts, repair parts, or as upgrades or modifications to machinery or equipment;

" (6) materials used for foundations that support machinery or equipment;

(7) materials used to construct and install special purpose buildings used in the
production process;

(8) ready-mixed concrete equipment in which the ready-mixed concrete is mixed as
part of the delivery process regardless if mounted on a chassis and leases of ready-
mixed concrete trucks; and

(9) machinery or equipment used for research, development design, or productron
of computer software.

(c) Capital equipment does not include the followrng

(1) motor vehicles taxed under chapter 297B; .

(2) machinery or equipment used to receive or store raw materials;

:(3) building materials, except for materials included in paragraph (b), clauses (6)
and (7);

(4) machinery or equrpment used for nonproductron purposes mcludmg, but not
limited to, the following: plant security, fire prevention, first aid, and hospital stations;
support operations or administration; pollution control; and plant cleaning, disposal of
scrap and waste, plant communications, space heating, cooling, lighting, or safety;

(5) farm machinery and aquaculture production equipment as defined by section
297A.61, subdivisions 12 and 13;

(6) machinery or equipment purchased and mstalled by a contractor as part of an
improvement to real property; or :

(7) any other item that is not essential to the integrated process of manufacturing,
fabricating, mining, or refining.
(d) For purposes of this subdivision:

(1) “Equipment” means independent devices or tools separate from machinery but
essential to an integrated production process, including computers and computer
software, used in operating, controlling, or regulating machinery and equipment; and
any subunit or assembly comprising a component of any machinery or accessory or
attachment parts of machinery, such as tools, dies, jigs, patterns, and molds.

(2) “Fabricating” means to make, build, create, produce, or assemble components
or property to work in a new or different manner.

(3) “Integrated production process” means a process or series of operations
through which tangible personal property is manufactured, fabricated, mined, or
refined. For purposes of this clause, (i) manufacturing begins with the removal of raw
materials from inventory and ends when the last process prior to loading for shipment
has been completed; (ii) fabricating begins with the removal from storage or inventory
of the' property to be assembled, processed, -altered, or modified and ends with the
creation or production of the new or changed product; (iii) mining begins with the
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removal of overburden from the site of the ores, minerals, stone, peat deposit, or
surface materials and ends when the last process before stockpiling is completed; and
(iv) refining begins with the removal from inventory or storage of a natural resource
and ends with the conversion of the item to its completed form.

(4) “Machinery” means mechanical,. electronic, or electrical devices, including
computers and computer software, that are purchased or constructed to be used for the
activities set forth in paragraph (a), beginning with the removal of raw materials from
inventory through completion of the product, including packaging of the product.

(5) “Machinery and equipment used for pollution control” means machinery and
equipment used solely to eliminate, prevent, or reduce pollutlon resulting from an
activity described in paragraph (a). :

(6) “Manufacturing” means an operation or series of operations where raw
materials are changed in form, composition, or condition by machinery and equipment
and which results in the production of a new article of tangible personal property. For
purposes of this subdivision, “manufacturing” includes the generation of electricity or
steam to be sold at retail.

(7) “Mining” means the extraction of mrnerals ores; stone, or peat

(8) “On-line data retrieval system” means a system whose cumulation of 1nforma-
tion is equally available and accessible to all its customers.

(9) “Primarily” means machrnery and equipment. used 50 percent or more of the
time in an activity described in paragraph (a). :

(10) “Refining” means the process of converting a ‘natural resource to an interme-
diate or finished product, including the treatment, of water to.be sold at retail.

- [For text-of subds 6 to 35, see M.S.2002]

Subd. 36. Delivery or distribution charges, dlrect mall Charges for the dehvery or
distribution of direct mail are exempt if the charges are separately stated on an invoice
or similar billing document given to the purchaser.

Subd. 37. Job opportunity bulldmg zones. (a) Purchases of tangible personal
property of taxable services by a qualified business, as defined-in section 469.310, are
exempt if the property or services are primarily used or consumed in a ]ob opportunity
building zone designated under section 469.314.

(b) Purchase and use of construction materials and supplies for construction of
improvements to real property in a job opportunity building zone are exempt if the
improvements after completion of construction are to be used in the conduct of a
qualified business, as defined in section 469.310. This exemption applies regardless of.

. whether the purchases are made by the business or a contractor. .

(c) The exemptions under this subdivision apply to a local sales -and use tax:
regardless of whether the local sales tax is imposed on the sales taxable as defined
under this chapter.

(d) This subdivision applies to. sales, if the purchase was made and dehvery
received during the duration of the zone.

_ Subd. 38. Biotechnology and health sciences industry zome. (a) Purchases of
tangible personal property or taxable services by a qualified business, as defined in
section 469.330, are exempt if the property or services are primarily used or consumed
in a biotechnology and-health sciences:industry zone designated under section 469.334.

(b) Purchase and use of construction materials and supplies for construction’ of
improvements to real property in a biotechnology and health sciences industry zone-are
exempt -if the improvements after completion of construction -are to be used in the
conduct of a qualified business, as defined in section 469.330. This exémption applies
regardless of whether the purchases are.-madec by the. business or a .contractor.

. {c) The exemptions under this subdivision apply to a local sales and use tax
regardless of whether :the local sales tax is imposed on.-the sales taxable as defined
under this chapter.
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(d)(1) The tax on sales of goods or services exempted under this subdivision are
imposed and collected as if the applicable rate under section 297A.62 applied. Upon
application by the purchaser, on forms prescribed by the commissioner, a refund equal
to the tax paid must be paid to the purchaser. The application must include sufficient
information to permit the commissioner to verify the sales tax paid and the eligibility of
the claimant to receive the credit. No more than two applications for refunds may be
filed under this subdivision in a calendar year. The provisions of section 289A.40 apply
to the refunds payable under this subdivision.

(2) The amount required to make the refunds is annually approprlated to the
commissioner of revenue.

(3) The aggregate amount refunded to a quallfled business must not exceed the
amount allocated to the qualified business under section 469.335.

(e) This subdivision applies only to sales made during the duration of the
designation of the zone.

Subd. 39. Preexisting bids or contracts. (a) The sale of tangible personal property
or services is exempt from tax for a period of six months from the effective date of the
law change that results in the imposition of the tax under this chapter if:

(1) the act imposing the tax does not have transitional effective date language for
existing construction contracts and construction bids; and

(2) the requirements of paragra'ph (b) are met.

(b) A sale is tax exempt under paragraph (a) if it meets the requirements of either
clause (1) or (2): .

(1) For a construction contract:

(i) the goods or services sold must be used for the performance of a bona fide
written lump sum or fixed price construction contract;

(ii) the contract must be entered into before the date the goods or services become
subject to the sales tax; '

(iii) the contract must not provide for allocation of future taxes; and

(iv) for each qualifying contract the contractor must give the seller documentation
of the contract on which an exemption is to be claimed.

(2) For a bid:

(i) the goods or services sold must be used pursuant to an obhgatlon of a bid or
bids;

(ii) the bid or bids must be submitted and accepted before the date the goods or
services became subject to the sales tax;

(iii) the bid or bids must not be able to be withdrawn, modified, or changed -
without forfeiting a bond; and

(iv) for each qualifying bid, the contractor must give the seller documentation of
the bid on which an exemption is to'be claimed.

History: 2003 ¢ 127 art 1 s 23-25; art 6 s 10,11; 1Sp2003 c 21 art 1 s 13; art 2 5 8

297A.69 AGRICULTURAL EXEMPTIONS.
[For text of subd 1, see M.S.2002]

Subd. 2. Materials consumed in agricultural production. Materials stored, used, or
consumed in agricultural production of personal property intended to be sold ultimate-
ly at retail are exempt, whether or not the item becomes an ingredient or constituent
part of the property produced. Materials that qualify for this cxemptlon include, but
are not limited to, the following:

(1) feeds, seeds, trees, fertilizers, and herbicides, mcludmg when purchased for use
by farmers in a federal or state farm or conservation program;

(2) materials sold to a veterinarian to be used or consumed in the care,
medication, and treatment of agricultural production animals and horses;
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- (3) chemicals, mcludmg chemrcals used for cleaning food processing machmery
and.equipment;.

(4) materials, including chemicals, fuels, and electricity purchased by persons
engaged in agricultural product1on to treat waste generated as a result of the
production process;

(5) fuels, electricity, gas and steam used or consumed in the productlon process
except that electricity, gas, or ‘'stéam used for space heating, cooling, or lighting is
exempt if (i) it is in excess of the average climate control or lighting for the productron
area, and (ii) it is necessary to produce that particular product; :

6 petroleum products and lubricants;

@) packagmg materials, including returnable contamers used in packagmg food
and beverage products and

(8) accessory tools and equrpment that are separate detachable units with an
ordinary useful life of less than 12 months used in producmg a drrect effect’ upon the
product

Machinery, equipment, 1mplements tools accessories, applrances contrrvances and
furniture and fixtures, except those lrsted in this clause are not included within this
exemption, . : :

"~ Subd: 3. Repair and replacement parts. Reparr and replacement parts, cxcept
trres used for maintenance or repair of farm machinery, logging -equipment, ‘and
aquaculture production equipment are exempt,.if the part . replaces a machinery part
assigned a specific or generic part’ number by the manufacturer of the machinery.

Subd. 4. Machinery, equrpment and fencmg The followmg machmery, equrpment
and fencing is exempt: -

~ (1) farm machirnery;
~ (2) logging equipment, mcludmg chain saws used for commercral loggmg,

- (3) fencing used for the containment of farmed cervidae, as. defined in section
17.451, subdivision 2;

©)] prrmary and backup generator units used to generate electricity for the purpose
of operating farm machinery, aquacuitural production equipment, or logging equip-
ment, or providing light or space heating necessary for the productron of lrvestock
dairy animals, dairy products, or poultry and poultry products; and - :

(5) aquaculture production equipment.
[For text of subds 5 to 7, see M.S.2002]

History: 2003 ¢ 127 art 6 5 12- 14

NOTE: Subdivision 5 is repealed by Laws 2003, Lhapter 127, amclc 1, sccnon 34 pangraph (b), effccme January 1,
2006.

297A.70 EXEMPTIONS FOR GOVERNMENTS AND NONPROFIT GROUPS
[For text of subds 116 see M.8.2002]

Subd. 7. Hospltals and outpatrent surgical centers (a) Sales, except for those
listed in paragraph (c), to a hospital are exempt, if the items purchased are used in
providing hospital services. For purposes of this subdivision, “hosprtal” ‘means a
hospital organized and operated for charitable purposes within the meaning of section
501(¢)(3) of the Internal Revenue Code, and licensed under chapter 144 or by any
other jurisdiction, and “hospital sérvices” are services authorized or requrred to be
performed by a “hosprtal” under chapter 144.

(b) Sales, except for those listed in paragraph (c); to an outpatient surgical center
are exempt, if the items purchased are used in providing outpatient surgical services.
For purposes of this subdivision, “outpatient surgical center” means an outpatient
surgical center organized and operated for charitable purposes within the-meaning of
section 501(c)(3) of the:Internal Revenue Code, and licensed under chapter 144 or by
any other jurisdiction. For the purposes of this. subdivision, - “outpatient surgical
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services” means: (1) services authorized or required to be performed by an outpatient
surgical center under chapter 144; and (2) urgent care. For purposes of this subdivision,

“urgent care” means health services furnished to a person whose medical condition is
sufficiently acute to require treatment unavailable through, or inappropriate to be
provided by, a clinic or physician’s office, but not so acute as to require treatment in a
hospital emergency room.

(c) This exemption does not apply to the following products and services:

(1) purchases made by a clinic, physician’s office, or any other medical facility not
operating as a hospital or outpatient surgical center, even though the clinic, office, or
facility may be owned and operated by a hosp1ta1 or outpatient surgical center;

(2) sales under section 297A.61, subdivision 3, paragraphs (d) and (g), clause (2);

(3) building and construction materials used in constructing buildings or facilities
that will not be used principally by the hospital or outpatient surgical center;

.. (4) building, construction, or reconstruction materials purchased by a contractor or
a subcontractor as a part of a lump-sum contract or similar type of contract with a
guaranteed maximum price covering both labor and materials for use in the construc-
tion, alteration, or repair of a hospital or outpatient surgical center; or

(5) the leasing of a motor vehicle as defined in section 297B.01, subdivision 5.

(d) A limited liability company also qualifies for exemption under this subdivision
if (1) it consists of a sole member that would qualify for the exemption, and (2) the
items purchased qualify for the exemption.

Subd. 8. Regionwide public safety radio communication system; products and
services. Products and services including, but not limited to, end user equipment used
for construction, ownership, operation, maintenance, and enhancement of the back-
bone system of the regionwide public safety radio communication system established
under sections 403.21 to 403.34, are exempt. For purposes of this subdivision, backbone
system is defined in section 403.21, subdivision 9. This subdivision is effective for
purchases, sales, storage, use, or consumption occurring before August 1, 2005, in the
counties of Anoka Carver, Dakota, Hennepin, Ramsey, Scott, and Washington.

[For text of subd 9, see M.S.2002]

Subd. 10. Nonprofit tickets or admissions. (a) Tickets or admissions to an event
are exempt if all the gross receipts are recorded as such, in accordance with generally
accepted accounting principles, on the books of one or more organizations whose
primary mission is to provide an opportunity for citizens of the state to participate in
the creation, performance, or appreciation of the arts, and provided that each
organization is:

(1) an organization described in section 501(c)(3) of the Internal Revenue Code in
which voluntary contributions make up at least the following percent of the organiza-
tion’s annual revenue in its most recently completed 12-month fiscal year, or in the
current year if the organization has not completed a 12-month fiscal year:

(i) for sales made after July 31, 2001, and before July 1, 2002, for the organiza-
tion’s fiscal year completed in calendar year 2000, three percent

(ii) for sales made on or after July 1, 2002, and on or before June 30, 2003, for the
organization’s fiscal year completed in calendar year 2001, three percent;

(iii) for sales made on or after July 1, 2003, and on or before June 30, 2004, for the
organization’s fiscal year completed in calendar year 2002, four percent; and

(iv) for sales made in each 12-month period, beginning on July 1, 2004, and each
subsequent year, for the organization’s fiscal year completed in the precedmg calendar
year, five percent; '

(2) a municipal board that promotes cultural and arts activities; or

~ (3) the University of Minnesota, provided that the event is held at a university-
owned facility.

The exemption only applies if the entire proceeds, after reasonable expenses, are used
solely to provide opportunities for citizens of the state to participate in the creation,
performance, or appreciation of the arts.
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(b) Tickets or admissions to the premises of the Minnesota zoological garden are
exempt, provided that the exemption under this paragraph does not apply to tickets or
admissions to performances or events held on the premises unless the performance or
event is sponsored and conducted exclusively by the anesota Zoological Board or
employees of the Minnesota Zoological Garden.

[For text of subds 11 to 13, see M.S.2002]

Subd. 14. Fund-raising events sponsofed_ by nonprofit groups. (a) Sales of tangible
personal property at, and admission charges for fund-raising events sponsored by, a
nonprofit organlzatlon are exempt if:

(1) all gross receipts are recorded as such in accordance with generally accepted
accounting practices, on the books of the nonprofit organization; and

(2) the entire proceeds, less the necessary expenses for the event, will be used
solely and exclusively for charitable, religious, or educational purposes. Exempt sales
include the sale of food, meals, and drinks at the fund-raising event.

(b) This exemption is limited in the following manner:

(1) it does not apply to admission charges for events mvolvmg bingo or other
gambling activities or to charges for use of amusement devices involving bingo or other
gambling activities;

(2) all gross receipts are taxable if the profits are not used solely and exclusively
for charitable, religious, or educational purposes;

(3) it does not apply unless the organization keeps a sépafate 'accounting record,
including receipts and disbursements from each fund-raising event that documents all
deductions from gross receipts with receipts and other records;

(4) it does not apply to any sale made by or in the name of a nonprofit corporation
as the active or passive agent of a person that is not a nonprofit corporation;

(5) all gross receipts are taxable if fund-raising events exceed 24 days per year;

(6) it does not apply to fund- -raising events conducted on premlses leased for more
than five days but less than 30 days; and '

(7) it does not apply if the risk of the event is not borne by the nonprofit
organization and the benefit to the nonproflt organization is less than the total amount
of the state and local tax revenues foregone by this exemption.

(c) For purposes of this subdivision, a “nonprofit organization” means any unit of
government, corporation, socicty, association, foundation, or institution organized and
operatéd for charitable, religious, educational, civic, fraternal, and senior citizens’ or
veterans’ purposes, no part of the net eamlngs of which inures to the benefit of a
private individual.

[For text of subd 15, see M.5.2002]

Subd. 16. Camp fees. Fees to camps or other recreation facilities are exémpt for:

(1) services primarily for children, adults accompanying children, or persons with
disabilities; or

(2) educational or religious activities;

and the camp or facilities are owned and operated by an exempt orgamzatlon under
section 501(c)(3) of the Internal Revenue Code.

History: 2003 ¢ 2 art 1 s 35; 1Sp2003 c 1 art 2 s':135; 15p2003 ¢ 21_ art 85 5-8
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297A.71 CONSTRUCTION EXEMPTIONS.
[For text of subds 1 to 31, see M.S.2002]

Subd. 32. Walker Art Center. Materials, equipment, and supplies used or con-
sumed in construction of the Walker Art Center are exempt if more than $70,000,000 is
raised from private sources to pay for a portion of the costs of the project.

History: 15p2003 c 21 art 8s 9

NOTE: Subdivision 21 (formerly scction 297A.25, subdivision 82) is effective for purchases made before July 1, 2005.
Laws 1999, chapter 243, article 4, section 19, as amended by Laws 2001, First Special Session chapter 5, article 12, scction 88;
and Laws 2003, First Special Session chapter 21, article 8, scction 14.

NOTE: Subdivision 29, as added by Laws 2002, chapter 377, article 3, section 15, is cffective for sales made after August
31, 2002, and on or before December 31, 2004. Laws 2002, chapter 377, article 3, scction 15, the effective datc, as amended by
Laws 2003, First Spccial Scssion chapter 21, article 8, scction 16.

297A.72 EXEMPTION CERTIFICATES.
Subdivision 1. [Repealed, 2003 ¢ 127 art 6 s 18]
[For text of subd 2, see M.S.2002]

297A.75 REFUND; APPROPRIATION.
[For text of subds 1 to 3, see M.S.2002]

Subd. 4. Interest. Interest must be paid on the refund at thé rate in section 270.76
from 90 days after the refund claim is filed with the commissioner for taxes paid under
subdivision 1.

[For text of subd 5, see M.S.2002]
History: 2003 ¢ 127 art 1 5 26

297A.81 UNCOLLECTIBLE DEBTS; OFFSET AGAINST OTHER TAXES.

Subdivision 1. General. The taxpayer may offset against the taxes payable for any
reporting period thc amount of taxes imposed by this chapter previously paid as a
result of any transaction the consideration for which became a debt owed to the

taxpayer that became uncollectible during the reporting period, but only in proportion
to the portion of the debt that became uncollectible. Section 289A.40, subdivision 2,
applies to an offset under this section.

. Subd. 2. Manner of allowing deduction for uncollectible debt. (a) Uncollectible
debt is allowed as a deduction in the manner provided in this subdivision.

(b) If the uncollectible debt arose with respect to a sale required to be included in
gross receipts, subject to a tax imposed under chapter 297A, the entire amount of the
debt remaining uncollected is allowed as a deduction.

(c) If the uncollectible debt arose with respect to a sale partly subject to the tax
imposed under chapter 297A and partly exempt, the amount of the uncollectible debt
allowed as a deduction is the amount derived by multiplying the uncollectible debt by
the percentage that the taxable sale bears to the total sales.

(d) If the uncollectible debt arose with respect to two or more sales made at
successive intervals, payments made before the date the debt became uncollectible
must be applied first to the earliest sale upon which there is an unpaid balance, and to
following sales in successive order.

(e) If the books and records of the taxpayer claiming the bad debt allowance
support an allocation of the bad debts among the member states of the streamlined
sales and use tax agreement, such an allocation shall be allowed.

Subd. 3. Certified service provider. A certified service provider, as defined in
section 297A.995, subdivision 2, on behalf of a taxpayer who is its client, may offset
against taxes as provided by this section. _

History: 2003 ¢ 127 art 1 5 27

297A.85 CANCELLATION OF PERMITS.

The commissioner may cancel a permit if one of the following conditions occurs:
(1) the permit holder has not filed a sales or use tax return for at least one year;
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(2) the permit holder. has.not reported any sales or use tax lrabrlrty on the permlt
holder’s returns for at least two years;-. .

(3) the permit holder requests.cancellation of the permit; or

(4) the permit is subject to-cancellation pursuant to section 797A 86, subdivision 2,
paragraph (a). .

History: 2003 ¢ 127 art 8 s 12

297A.94 DEPOSIT OF REVENUES.

(a) Except as provided in this section, the commissioner shall deposit the revenues,
including interest and penalties, derived from the taxes imposed by this chapter in the
state treasury and credit them to the general fund.

(b) The commissioner shall deposit taxes -in the Minnesota agricultural and
economic account in the special revenue fund if:

(1) the taxes are derived from sales and use’of property and services purchased for
the construction and operation of an agricultural resource project; and

(2) the purchase was made on or after the date on which a conditional commit-
ment was made for a loan guaranty for the project under section 41A.04, subdivision 3.

The commissioner of finance shall certlfy to the commissioner the date on which the
project received the conditional commitment. The amount deposited in the loan
guaranty accourit-must be reduced by any refunds and by the costs incurred by the
Department of Revenue to administer. and enforce the assessment and collection of the
taxes.

(c) The commissioner shall deposit the revenues, including interest and penalties,
derived from the taxes imposed on sales and purchases included in section 297A.61,
subdivision 3, paragraph (g), clauses (1) and (4) in the state treasury, and credit them
as follows:

(1) first to the general obligation special tax bond debt service. account in each
fiscal year the amount required by section 16A.661, subdivision 3, paragraph (b); and

(2) after the requirements of clause (1) have been met, the balance to the general
fund.

(d) The commissioner shall dep051t the revenues, including interest and penalties,
collected under section 297A.64, subdivision 5, in the state treasury and credit.them to
the general fund. By July 15 of each year the commissioner shall transfer to the
highway user tax distribution fund an amount equal to the excess fees collected under
section 297A.64, subdivision 5, for the previous calendar year.

(e) For fiscal year 2001, 97 percent; for fiscal years 2002 and 2003, 87 percent and
for fiscal year 2004 and thereafter 72.43 percent of the revenues, 1ncludmg interest and
penalties, transmitted to the commissioner under section 297A.65, must be deposited
by the commissioner in the state treasury as follows:

(1) 50 percent of the receipts must be deposited’ in the heritage enhancement
account in the ‘game and fish fund, and may be spent only on activities that improve,
enhance, or protect fish and wildlife resources, including conservation, restoration, and
enhancement of land, water, and other natural resources of the state;

(2) 22.5 percent of the receipts must be deposited in the natural resources fund
and may be spent only for state parks and trails;

(3) 22.5 percent of the receipts must be deposited in the natural resources fund,
and may ‘be spent only on metropolitan park and trail grants;

(4) three percent of the receipts must be deposited in the natural resources fund,
and may be spent only on local trail grants; and

(5) two percent of the receipts must be deposited in the natural resources fund,
and may be spent only for the Minnésota Zoological Garden the Como Park Zoo and
Consérvatory, and the Duluth Zoo.

(f) The revenue dedicated under paragraph (e) may not be used as a substitute for
traditional sources of funding for the purposes specified, but the dedicated revenue
shall supplement traditional sources of funding for those purposes. Land acquired with
money deposited in the game and fish fund under paragraph (e) must be open to
public hunting and fishing during the open season, except that in aquatic management
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areas or on lands where angling easements have been acquired, fishing may be
prohibited during certain times of the year and hunting may be prohibited. At least 87
percent of the money deposited in the game and fish fund for improvement, enhance-
ment, or protection of fish and wildlife resources under paragraph (e) must be
allocated for field operations.

History: 2003 ¢ 128 art 1 s 154
297A.97 [Repealed, 2003 ¢ 127 art 6 s 18]

297A.99 LOCAL SALES TAXES.
[For text of subds 1 to 4 see M $.2002]

Subd. 5. Tax rate. (a) The tax rate is as specified in the special law authorization
and as imposed by the political subdivision.

(b) The full political subdivision rate applies to any sales that are taxed at a state
rate, and the political subdivision must not have more than one local sales tax rate or
more than one local use tax rate. This paragraph does not apply to sales or use taxes
imposed on electricity, piped natural or artificial gas, or other heating fuels delivered
by the seller, or the retail sale or transfer of motor vehicles, aircraft, watercraft,
modular homes, manufactured homes, or mobile homes. .

[For text of subds 6 to 9, see M.S.2002]

Subd. 10. Use of zip code in determining location of sale. The lowest combined tax
rate imposed in the zip code area applies if the area includes more than onc tax rate in
any level of taxing jurisdictions. If a nine-digit zip code designation is not available for
a street address or if a seller is unable to determine the nine-digit zip code designation
of a purchaser after excrcising due diligence to determine the designation, the seller
may apply the rate for the five-digit zip code area. For the purposes of this subdivision,
there is a rebuttable presumption that a seller has exercised due diligence if the seller
has attempted to determine the nine-digit -zip code designation by utilizing software
approved by the governing board that makes this designation from the street address
and the five-digit zip code of the purchaser. Notwithstanding subdivision ‘13, this
subdivision applies to all local sales taxes without regard to the date of authorization.
This subdivision does not apply when the purchased product is received by the
purchaser at the business location of the seller

[For text of subd 11, see M.S.2002]

Subd. 12. Effective dates; notification. (a) A political subdivision may impose a tax
under this section starting only on the first day of a calendar quarter. A political
subdivision may repeal a tax under this section stopping only on the last day of a
calendar quarter.

(b) The political subdivision shall notify the commissioner of revenue at least 90
days before imposing, changing the rate of, or repealing a tax under this section.

(c) The political subdivision shall change the rate of tax imposed under this section
starting only on the first day of a calendar quarter, and only after the commissioner has
notified scllers at least 60 days prior to the change.

(d) The political subdivision shall apply the ratc change for sales tax imposed
under this section to purchases from printed catalogs, wherein the purchaser computed
the tax based upon local tax rates published in the catalog, starting only on the first day
of a calendar quarter, and only after the commissioner has notified sellers at least 120
days prior to the change.

(e) The political subdivision shall apply local jurisdiction boundary changes to
taxes imposed under this section starting only on the first day of a calendar quarter,
and only after the commissioner has notified sellers at least 60 days prior to the change.
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[For text of subd 13, see M.S.2002]
History: 2003 ¢ 127 art 1 s 28-30

297A.995 UNIFORM SALES AND USE TAX ADMINISTRATION ACT.
[For text of subds 1 to 9, see M.S.2002]

Subd. 10. Relief from certain liability, Notwithstanding subdivision 9, sellers and
certified service providers are relieved from liability to the state for having charged and
collected the incorrect amount of sales or use tax resulting from the seller or certified
service provider (1) relying on erroneous data provided by this state on tax rates,
boundaries, or taxing jurisdiction assignments, or (2) relying on erroneous data
prov1ded by the state in its taxability matrix concerning the taxability of products and
services.

Hlstory 2003 c-127 art 1s 31
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