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‘Sec. 31. REPEALER. 
Minnesota Statutes 1996, sections 296.01; 296.02, subdivisions 1, 1a, 1b, 1c, 2, 3, 4, 

6, and 8; 2965025; 296.0261; 296.035; 296.04; 296.041; 296.06; 296.11; 296.115; 
2—96T2;‘296.141, subdivisions 1, 2, 3, 5, 6, and 7; 296.15; 296.151; 296.152; 296.16, sub- 
divisions la and 2; 296.165; 296.17, subdivisio_ns 1, 3, 5, 6, 7, 8, 9, 10, 11, 14, 15, 16, 17, 
19, 20, 21,”5n72;"296.171, subdivisions 1, 2, 3, 5,'6","7,§3,§nE10;2_96.—18‘,EzfixHsi6E 
2, 3, 4, 5, 6, and 8;.296. 19; 296.20; 296.21;. 296.23; 296.25; 296.26; 296.27; and 296.421; 
Minnesota Statutes 1997 Supplement, sections 296.141, subdivision 4; 296.16, subdivi- 
sion 1; 296.17, subdivision 18; 296.171, subdivision 4; and 296.18,_subdivision 1, are 
EaEaTed. 

7“ _ — 7" _—"_ "_ 
Sec. 32. EFFECTIVE DATE. 
Sections 1, 2, 13, 14, 18, and 27 to 29 are effective the day following final enact- 

ment. SectionfitoT, -1-'5“tfifi9,_21T2—2:2?, and 26 aree‘ff§ive for returnmreports, 
m—funds, taxes, 6:356’; p—ayTn'e—11tsEsfiie_c:FnEg'difeFnEafter July l,_l998. Section 20 
is effective for audits or investigati<)'—ns initiated on_o_ra_ftefJT1F1,_1_99—8. Section 23 is ef- 
fective for Hines cornnitted on or after July 1,_1_9—9i§_§<:tT1s._24 and 31 are effective E§£@3~ ——__—___ ~_*—— 

Presented to the governor March 17, 1998 
Signed by the governor March 18, 1998, 4:34 pm. 

CHAPTER 300-—S.F.No. 2570 
An act relating to taxation; making technical changes to income, franchise, sales, excise, prop- 

erty, healthcare provider, and gambling taxes; making technical changes to tax administrative pro- 
visions; requiring mandate explanations be attached to legislative bills before committee hearings; 
amending Minnesota Statutes 1996, sections 270.06; 270.069, subdivision 1; 270.70, subdivision 
15; 278.10: 289A.42, subdivision 2; 289A.65, subdivisions 7 and 8; 297E.15, subdivisions 8 and 9; 
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Minnesota Statutes 1997 Supplement, sections 3.987, subdivision 2; 270. 701, subdivision 2; 
289A.09, subdivision 2; 289A.20, subdivision 2; 289A.38, subdivision 7; 290.0673, subdivisions 4, 
5, and 7; 290.92, subdivision 30; 295.53, subdivision 4a; 297A.01, subdivisions 3 and 11; 297F322, 
subdivisions 6 and 7; and 297G.21, subdivisions 6 and 7. 

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

ARTICLE 1 

INCOME AND FRANCHISE TAXES 
Section 1. Minnesota Statutes 1997 Supplement, section 289A.09, subdivision 2, is 

amended to read: 
Subd. 2. WITHHOLDING STATEMENT TO EMPLOYEE OR PAYEE AND 

TO COMMISSIONER. (a) A person required to deduct and withhold from an em- 
ployee a tax under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, or who 
would have been required to deduct and withhold a tax under section 290.92, subdivision 
2a or 3, or persons required to withhold tax under section 290.923, subdivision 2, deter~ 
mined without regard to section 290.92, subdivision 19, if the employee or payee had 
claimed no more than one withholding exemption, or who paid wages or made payments 
not subject to withholding under section 290.92, subdivision 2a or 3, or 290.923, subdivi- 
sion 2, to an employee or person receiving. royalty payments in excess of $600, or who 
has entered into a voluntary withholding agreement with a payee under section 290.92, 
subdivision 20, must give every employee or person receiving royalty payments in re- 
spect to the remuneration paid by the person to the employee or person receiving royalty 
payments during the calendar year, on or before January 31 of the succeeding year, or, if 
employment is terminated before the close of the calendar year, within 30 days after the 
date of receipt of a written request from the employee if the 30-day period ends before 
January 31, a written statement showing the following: 

(1) name of the person; 
(2) the name of the employee or payee and the employee’s or payee’s social security 

account number; 

(3) the total amount of wages as that term is defined in section 290.92, subdivision 1, 
paragraph (1); the total amount of remuneration subject to withholding under section 
290.92, subdivision 20; the amount of sick pay as required under section 6051(f) of the 
Internal Revenue Code; and the amount of royalties subject to withholding under section 
290.923, subdivision 2; and 

(4) the total amount deducted and withheld as tax under section 290.92, subdivision 
2a or 3, or 290.923, subdivision 2. 

(b) The statement required to be furnished by this paragraph with respect to any re- 
muneration must be furnished at those times, must contain the information required, and 
must be in the form the commissioner prescribes. 

(c) The commissioner may prescribe rules providing for reasonable -extensions of 
time, not in excess of 30 days, to employers or payers required to give the statements to 
their employees or payees under this subdivision. 
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(cl) A duplicate of any statement made under this subdivision and in accordance with 
rules prescribed by the commissioner, along with a reconciliation in the form the com- 
missioner prescribes ofthe statements for the calendar year, including a reconciliation of 
the quarterly returns required to be filed under subdivision 1, mustbe filed with the com- 
missioner on or before February 28 of the year after the payments were made. 

(e) If an employer cancels the employer’s Minnesota withholding account number 
required by section 290.92, subdivision 24, the information required by paragraph (d), 
must be filed with the commissioner within 30 days of the end of the quarter in which the 
employer cancels its account number. 

(t) The employer must submit the statements required to be sent to the commissioner 
on magnetic media, if the magnetic media was required to satisfy the federal reporting 
requirements of section 601 l(e) of the Internal Revenue Code and the regulations issued 
under it. 

(g) A “provider of payroll services third—party bulk filer” as defined in section 
290.92, subdivision 2 30, paragraph (£1) (a), clan}: f2)_,must submit the returns 

required by this subdivision andfiibdivision 1, paragraph (a),_with the commissioner by 
electronic means. 

Sec. 2. Minnesota Statutes‘ 1997 Supplement, section 289A.20, subdivision 2, is 
amended to read: 

Subd. 2. WITHHOLDING FROM WAGES, ENTERTAINER WITHHOLD- 
ING, WITHHOLDIN G FROM PAYMENTS TO OUT—OF—STATE CONTRAC- 
‘TO_RS, AND WITHHOLDIN G BY PARTNERSHIPS AND SMALL BUSINESS 
CORPORATIONS. (a) A tax required to be deducted and withheld during the quarterly 
periodmust be paid on or before the last day of the month following the close of the quar- 
terly period, unless an earlier time for payment is provided. A tax required to be deducted 
and withheld from compensation of an entertainer and from a payment to an out—of—state 
contractor must be paid on or before the date the return for such tax must be filed under 
section 289A.18, subdivision 2. Taxes required to be deducted and withheld by partner- 
ships and S corporations must be paid on or before the date the return must be filed under 
section 289A.18, subdivision 2. 

(b) An employer who, during the previous quarter, withheld more than $1,500 of tax 
under section 290.92, subdivision 2a or 3, or 290.923, subdivision 2, must deposit tax 
withheld under those sections with the commissioner within the time allowed to deposit 
the employer’s federal withheld employment taxes under Treasury Regulation, section 
3l.6302—l, without regard to the safe harbor or de rninimis rules in subparagraph (f) or 
the one—day rule in subsection (c), clause (3). Taxpayers must submit a copy of their fed- 
eral notice of deposit status to the commissioner upon request by the commissioner. 

(c) The commissioner may prescribe by rule other return periods or deposit require- 
ments. In prescribing the reporting period, the commissioner may classify payors accord- 
ing to the amount of their tax liability and may adopt an appropriate reporting period for 
the class that the commissioner judges to be consistent with efficient tax collection. In no 
event will the duration of the reporting period be more than one year. 

(d) If less than the correct amount of tax is paid to the commissioner, proper adjust- 
ments with respect to both the tax and the amount to be deducted must be made, without 
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interest, in the manner and at the times the commissioner prescribes. If the underpayment 
cannot be adjusted, the amount of the underpayment will be assessed and collected inthe 
manner and at the times the commissioner prescribes. 

(e) If the aggregate amount of the tax witl1l1eld during a fiscal year ending June 30 
under section 290.92, subdivision 2a or 3, is equal to or exceeds the amounts established 
for remitting federal withheld taxes pursuant to the regulations promulgated under sec- 
tion 6302(h) of the Internal Revenue Code, the employer must remit each required depos- 
it in the subsequent calendar year by means of a funds transfer as defined. in section 
336.4A—l04, paragraph (a). The funds transfer payment date, as defined in section 
336.4A—40 1, must be on or before the date the deposit is due. If the date the deposit isdue 
is not a funds transfer business day, as defined in section 336.4A—105, paragraph (a), 
clause (4), the payment date must be on or before the funds transfer business day next 
following the date the deposit is due. 

(f) Providers of payroll services A third—party bulk filer as defined in section 
290.92, subdivision 30, paragraph (a), clause (2), who r% rEts_withholdin~g~deposits 
must remit all deposits by means ofi funds trzfsfer as provided in paragraph (e), regard- 
less of the aggregate amount of tax withheld during a fiscal year for all of the employers. 
For the purposes of this paragraph; flpreviders of payroll sorvieesfl means persons who 
have oustody of or control over another employeris funds for the purpose of paying on 
behalf of the other employer—’s Minnesota withholding taxes: 

Sec. 3. Minnesota Statutes 1997 Supplement, section 289A.38, subdivision 7, is 
amended to read: 

Subd. 7. FEDERAL TAX CHANGES. If the amount of income, items of tax pref- 
erence, deductions, or credits for any year of a taxpayer as reported to the Internal Reve- 
nue Service is changed or corrected by the commissioner of Internal Revenue or other 
officer of the United States or other competent authority, or where a renegotiation of a 
contract or subcontract with the United States results in a change in income, items of tax 
preference, deductions, credits, or withholding tax, or, in the case of estate tax, where 
there are adjustments to the taxable estate resulting in a change to the credit for state death 
taxes, the taxpayer shall report the change or correction or renegotiation results in writing 
to the commissioner. The report must be submitted within 180 days after the final deter- 
mination and must be in the form of either an amended Minnesota estate, withholding tax, 
or income tax return conceding the accuracy of the federal determination or a letter detail: 
ing how the—federal determination is incorrect or does not change the Minnesota tax. An 
amended Minnesota income tax return must be accompanied by an amended propertyE 
refund return, if necessary. A taxpayer filing an amended federal tax return must also file 
a copy of the amended return with the commissioner of revenue within 180 days after 
filing the amended return. 

Sec. 4. Minnesota Statutes 1996, section 289A.42, subdivision 2, is amended to 
read: 

Subd. 2. FEDERAL EXTENSIONS. When a taxpayer consents to an extension of 
time for the assessment of federal withholding or income taxes, the period in which the 
commissioner may recompute the tax is also extended, notwithstanding any period of 
limitations to the contrary, as follows: 

(1) for the periods provided in section 289A.38, subdivisions 8 and 9; 
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(2) for six months following the expiration of the extended federal period of limita- 
tions when no change is made by the federal authority. If no change is made by the federal 
authority, and, but for this subdivision, the commissioner’s time period to adjust the tax 
has expired, and if the commissioner has completed a field audit of the taxpayer, no addi- 
tional changes resulting in additional tax due or a refund may be made. For purposes of 
this subdivision, “field audit” has the meaning given it in section 289A.38, subdivision 9. 

Sec. 5. Minnesota Statutes 1997-Supplement, section 290.0673, subdivision 4, is 
amended to read: 

Subd. 4. DUTIES OF PROGRAM. (a) Each program certified by the commission- 
er _o_t_" children, families, and learning under subdivision 2 must comply with the require- 
ments ‘of this subdivision. 

(b) Each program must maintain records for each graduate for which the program 
provides- a credit certificate to an employer. These records must include information suf- 
ficient to verify the graduate’s eligibility under this section, identify the employer, de- 
scribe the job including its compensation rate and benefits, and determine the amount of 
placement and retention fees received. 

(c) Each program must report to the commissioner of revenue children, families, 
an_dlea1ning by January 1, 1999, and by January 1, 2001, on its use of the credit. Each 
report must include, at least, information on: 

(1) the number of graduates placed; 

(2) demographic information on the graduates; 

(3) the types of position in which each graduate is placed, including compensation 
information; 

(4) the tenure of each graduate at the placed position or in other jobs; 

(5) the amount of employer fees paid to the program;
9 

(6) the amount of money raised by the program from other sources; and 

(7) the types and sizes of employers with which graduates have been placed and re- 
tained.

V 

(d) The commissioner of children, families, and learning shall compile and summa- 
rize this information and report to the legislature by February 15, 1999, and February 15, 
2001. 

Sec. 6. Minnesota Statutes 1997 Supplement, section 290.0673, subdivision 5, is 
amended to read: 

Subd. 5. ISSUANCE OF CREDIT CERTIFICATES. (a) The total amount of 
credits under this section is limited to $1,200,000 for taxable years beginning after De- 
cember 31, 1996, and before January 1, 2002. The commissioner of children, families, 
and learning may issue under paragraph (b) no more than the specified amount of certifi- 
cTes for taxable years beginning during each calendar year: 
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1997 $ 100,000 
1998 $200,000 
1999 $300,000 
2000 $300,000 
2001 $300,000 

Unused certificates for a taxable year carry over and may be used for a later taxable 
year, regardless of when issued by the commissioner Q children, families, a_n_d_ learning. 

(b) Upon application, the commissioner of children, families, and learning shall is- 
sue certificates to job training programs, certified under subdivision 2, up to the dollar 
amount available for the taxable year. The certificates must be in a dollar amount that is 
no greater than the dollar amount applied for, and reflects the oommissionerls commis- 
sioner of children, families, and learning’s estimate of the job training program’s proj- 
ected fees for placements anTnetentions of qualifying graduates. The commissioner of 
children, families, and learning shall issue the certificates in the order in which applic; 
tions are received IE1 the available authority has been issued. 

(c) To the extent available, the job training program must provide to employers of its 
qualified graduates certificates issued by the commissioner of children, families, and 
learning under this subdivision. 

Sec. 7. Minnesota Statutes 1997 Supplement, section 290.0673, subdivision 7, is 
amended to read: 

Subd. 7. MANNER OF CLAIMING. The commissioner o_f revenue shall pre- 
scribe the manner in which the credit may be claimed. This may include allowing the 
credit only as a separately processed claim for a refund. 

Sec. 8. Minnesota Statutes 1997 Supplement, section 290.92, subdivision 30, is 
amended to read: 

Subd. 30. REGISTRATION; THIRD—PARTY BULK FILER. (a) For purposes 
of this subdivision, the following terms have the meanings given: 

(1) Notwithstanding section 290.01, “person” means an individual, fiduciary, part- 
nership, corporation, limited liability company, association, or other entity organized un- 
der the laws of this state or any other jurisdiction. 

(2) “Third—party bulk filer” means a person that eolleets withholding: taxes from 
more than one employer for the purpose of filing returns and depositing the withheld 
taxes with the commissioner who has custody or control over another employer’s funds 
for the purpose of filing returEnd_depositingThe withhtflaxes of the other employer 

commis_sioner. 
— __ _— 

(b) A person shall not act as a third—party bulk filer unless the person is registered 
with the commissioner under this subdivision. 

(c) A person may apply to the commissioner, on a form prescribed by the commis- 
sioner, for registration as a third—party bulk filer under this subdivision, and the commis—, 
sioner shall grant the application if the application indicates that the person will comply 
with this subdivision. 
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(d) A third—party bulk filer must: 
(1) keep client funds held for payment of federal or state withholding taxes or other 

client obligations in an account separate from the third—party bulk filer’s own funds; 
(2) permit the commissioner to conduct scheduled or unscheduled audits of the 

third—party bulk filer’s books and records relating to compliance with this subdivision 
and fully cooperate with the audits or, at the discretion of the commissioner, submit an 
audit conducted by a certified public accountant; 

(3) file returns electronically and make deposits electronically with the commis- 
sioner in compliance with the commissioner’s requirements for electronic filing and de- 
positing; 

'

i 

(4) provide to the commissioner at least monthly, in the form requested by the com- 
missioner, an updated client list that includes at least the name, address, tax identification 
number, and federal deposit frequency of each client. The address listed_ for the client 
must be the client’s actual street or post office box address and not the third—party bulk 
filer’s address; 

(5) disclose in writing to prospective clients that; 

(i) the third—party bulk filer may invest client funds prior to depositing them withthe 
commissioner and with the Internal Revenue Service and that earnings from those invest- 
ments will be the property of the third—party bulk filer; 

(ii) if the third—-party bulk filer incurs losses on those investments or uses the client’s 
funds for other purposes, the third—party bulk filer will still be liable to the client for the 
amounts withheld but will be able to make required tax deposits on behalf of the client 
only by using the third—party bulk filer’s own funds or other assets to replace the funds 
lost through the investments or used for other purposes; and 

(iii) no state or federal agency monitors or assumes any responsibility for the finan- 
cial solvency of third~party bulk filers; 

(6) timely file all returns and timely make all tax deposits required under its con- 
tracts with its clients; 

(7) upon request, ‘provide to the commissioner, within the time specified in the re- 
quest, a copy of any contract with a client; and 

(8) comply with all other requirements of this section or of rules adopted under this 
section. 

(e) When the commissioner sends an order of assessment issued under section 
289A.37, in either paper or electronic form, to a third—party bulk filer regarding a client, 
the commissioner shall also send a paper copy of the order of assessment to the client. 

(f) If the commissioner determines that a required deposit appears not to-have been 
made, the cormnissioner shall send a written notice of the delinquency, in electronic or 
paper form, to the third—party bulk filer, and a copy to the client as required under para- 
graph (6).

V 

(g) If the commissioner determines that a required deposit has not been made, and 
that continued operation of the third—party bulk filer would present a risk of loss to its 
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clients, the commissioner may, upon ten business days’ written notice by certified mail to 
the third—party bulk filer, suspend the registration of the third—party bulk -filer for an in- 
definite period, and notify the third-party bulk fi1er’s clients that the registration has been 
suspended. A registration may not be suspended if the failure to make a deposit was 
caused by the client’s failure to deposit funds or provide the information necessary to cal- 
culate appropriate tax withholding payments. The commissioner shall, upon request, 
provide the third—party bulk filer with the opportunity for an administrative appeal under 
section 289A.65, subdivisions 1, 4, and 10, prior to suspension; the hearing, if any, on the 
administrative appeal must occur within the ten-day period unless the commissioner, in 
the commissioner’s sole discretion, agrees to delay the suspension to permit a later hear- 
ing. The 60-day period specified in section 289A.65, subdivision 4, does not apply to a 
proceeding under this paragraph. Within 30 days after the beginning of a suspension un- 
der this paragraph, the commissioner may commence a proceeding to suspend or revoke 
under paragraph (h); if the commissioner fails to do so, the suspension under this para- 
graph terminates. 

(h) If the commissioner determines, in compliance with paragraph (i), that a third- 
party bulk filer has violated this section without reasonable cause or is no longer eligible 
for registration under this subdivision, the commissioner may suspend or revoke the 
third—party bulk filer’s registration or may assess a civil penalty upon the third—party 
bulk filer, not to exceed $5,000 per violation. A suspension of registration may be for any 
period of less than six months and may include conditions for reinstatement. If the com- 
missioner revokes the registration, the third—party bulk filer may not apply for reregistra- 
tion for six months after the revocation. If the commissioner suspends or revokes a regis- 
tration, the commissioner shall notify the former registrant’s clients that the registration 
has been suspended or revoked. If the commissioner assesses a civil penalty, the commis- 
sioner shall not notify the third—party bulk filer’s clients of the assessment. 

(i) Prior to a suspension, revocation, or assessment of a civil penalty under para- 
graph (h), the commissioner shall first provide 30 days’ written notice to the third—party 
bulk filer, specifying the violations and informing the third~party bulk filer that the com- 
missioner intends, based upon those violations, to take action against the third—party bulk 
filer as permitted under this paragraph and paragraph (h). The notice shall advise the 
third—party bulk filer of the right to contest the suspension, revocation, or assessment of a 
civil penalty and of the general procedures for a contested case hearing under chapter 14. 
The notice may be served personally or by mail in the manner prescribed for service of an 
order of assessment issued under section 289A.37. A suspension or revocation of regis- 
tration under this paragraph is effective when the commissioner serves a notice of sus- 
pension or revocation upon the third—party bulk filer after 30 days have passed following 
the date of the notice of intent to suspend or revoke without the third—party bulk filer re- 
questing a hearing. If a hearing is timely requested and held, the suspension or revocation 
is effective upon service by the commissioner of an order of suspension or revocation 
under section 14.62, subdivision 1. 

G) A third—party bulk filer may terminate its registration by written notice to the 
commissioner, but the termination does not affect the commissioner’s authority to begin 
or continue a proceeding to take action permitted under paragraph (h). The commissioner 
shall notify the third—party bulk filer’s clients of a termination of registration under this 
paragraph. 
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(k) The commissioner shall remind employers at least annually, through the depart- 
me_nt’s regular informational publications that it sends to employers, that employers may 
telephone the department to determine whether a required filing or deposit has been made 
by a third—party bulk filer. 

Sec. 9. EFFECTIVE DATES. 
Sections 1, 2, and 8 are effective for withholding on wages paid after December 31, 

1997. Sections_Z3_an—cl7Tar—<a—effective fc>Tl’ederal extensions granted and final determifi 
tions made after_tEi§te—6f final enactment. Sections 5 to 7 are effeE/(E certificates Wand used taxable ye—ar_slTeE1ning afterfily 31, 1997. 

ARTICLE 2 

SALES TAXES 
Section 1. Minnesota Statutes 1996, section 270.069, subdivision 1, is amended to 

read: 

Subdivision 1. COSTS DEDUCTED; APPROPRIATION. If the commissioner 
of revenue agrees to collect a locally imposed tax, the local unit of government must 
agree that all the direct and indirect costs of the department of revenue for collecting the 
tax and any other statewide indirect costs will be deducted from the amounts collected 
and paid to the local unit of government. iheameuntsdeduetedmustbedepesitedi-n the 
state treasury and credited to the general fund: 

Sec. 2. Minnesota Statutes 1997 Supplement, section 297A.O‘l, subdivision 3, is 
amended to read: 

Subd. 3. A “sale” and a “purchase” includes, but is not limited to, each of the follow- 
ing transactions: 

(a) Any transfer of title or possession, or both, of tangible personal property, wheth- 
er absolutely or conditionally, and the leasing of or the granting of a license to use or con- 
sume tangible personal property other than manufactured homes used for residential pur— 
poses for a continuous period of 30 days or more, for a consideration in money or by ex- 
change or barter; 

(b) The production, fabrication, printing, or processing of tangible personal proper- 
ty for a consideration for consumers who furnish either directly or indirectly the materials 
used in the production, fabrication, printing, or processing; ‘ 

(c) The furnishing,‘ preparing, or serving for a consideration of food, meals, or 
drinks. “Sale” or “purchase” does not include: 

(1) meals or drinks served to patients, inmates, or persons residing at hospitals, sani- 
tariurns, n1‘1rsing'homes, senior citizens homes, and correctional, detention, and detoxifi- 
cation facilities; ‘ 

(2) meals or drinks purchased for and served exclusively to individuals who areA60 
years of age or over and their spouses or to the handicapped and their spouses by govem— 
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mental agencies, nonprofit organizations, agencies, or churches or pursuant to any pro- 
gram funded in whole or part through 42 USCA sections 3001 through 3045, wherever 
delivered, prepared or served; or 

(3) meals and lunches served at public and private schools, universities, or colleges. 

Notwithstanding section 297A.25, subdivision 2, taxable food or meals include, but are 
not limited to, the following: 

(i) food or drinks prepared sold by the retailer for immediate consumption either: on 
or oft the retailer’s premises. Fe?13§rpeses eat this flfeed 9;; drinks prepared 
ferlmmedifiewnwmpfienflmeludesanyfeedpmduetupenwmehmaeteipreparafien 
mdudmg7butnetHm#edte;weldng7nfi*mg;smdwiehmfldng;blendmg;h%fing;er 
peasinghasbeen perfermedbythe retailer sethe feed preduetmay be immediatelyeem 
wmedbythepmehasesFerputpesese£thissubdivisiem3pwndses3memsthemtfl 
space and including buildings; grounds; and parking lets that are made avail- 
ableor-thatareavailableferusebytlreretailerereustemer=£erthepurpesee£saleereen- 
sumptien e£ prepared food and drinks: Food and drinks sold within a building or grounds 
which require an admission charge for entrance are presumed to be sold for consumption 
on the prenfisesflchepremisesetaeatereristheplaeewheretheeateredteederdrinlssare 
sewed; 

(ii) food Q drinks prepared Q th_e retailer fig immediate consumption either Eg 
pff die retailer’s premises. l?‘_o_r purposes if subdivision, “food g drinks preparedE 
immediate consumption” includes any food product upon which an act of preparation in- 
cluding, but n_o_t limited tg cooking, mixing, sandwich making, blending, heating, g 
pouring has been performedb_y_ _the retailer sg th_e food product E b_e immediately con- 
sumed l_)_y the purchaser; 

(iii) ice cream, ice milk, or frozen yogurt products, or frozen novelties sold in single 
or individual servings including novelties; cones, sunda-es, and snow conesfigdfi single 
5; indi-vldual servings. For purposes of this subdivision, “single or individual servings” 
does not include products and when sold in bulk containers or bulk packag- 
ing; 

1 j 
(iv) soft drinks and other beverages including all carbonated and noncarbonated 

beverages—6r drinks sold in liquid form except beverages or drinks which contain milk or 
milk products, beverages or drinks containing 15 or more percent fruit juice, or and non- 
carbonated and noneffervescent bottled water sold in individual containers of E-half 
gallon or more in size; 

éiv-) Q gum, candy, and candy products, except when sold for fundraising purposes 
by a nonprofit organization that provides educational and social activities primarily for 
young people 18 years of age and under; 

(—V—) ice; 

évi) all food sold from vending machines; pushearts; lunch earts; meter ve- 
hieles; or any other form of vehiele except heme delivery vehicles; 

(viii) all food for immediate consumption sold from concession stands and vehicles; 

tvii-) Q52 party trays; 

New language is indicated by underline, deletions by stri-keedt:

Copyright © 1998 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 300, Art. 2 LAWS of MINNESOTA for 1998 354 

(_x) all meals and single servings of packaged snack food sold in restaurants 
and bars; and '

' 

(ix-) bakery products: 

@ prepared by the retailer for consumption on the retailer’s premises; 
(B) sold at a place that charges admission; 

Q sold single 9_r individual servings from concession stands, vehicles, bars, ind 
restaurants. _l*:o_r purposes 9_f subdivision, “single Q individual servings” does not in- 
clude products when sold bulk containers 3 bulk packaging. ' 

For purposes of this subdivision, “premises” means thetotal spaceand facilities, in- 
cludiHg_buildings, grounds, and parking lots that are made available or that are available 
for use by the retailer or custcflar for the i;Epc)s—ecFsa_le-oTconsumpti?)'i1E)Ef)ared food 
and drinks. E premises (_)f a caterer E place where E catered E E drinks are 
served; ' 

(d) The granting of the privilege of admission to places of amusement, recreational 
areas, or athletic events, except a world championship football game sponsored by the 
national football league, and the privilege of having access to and the use of amusement 
devices, tanning facilities, reducing salons, steam ‘baths, turkish baths, health clubs, and 
spas or athletic facilities; 

(e) The furnishing for a consideration of lodging and related services by a hotel, 
rooming house, tourist court, motel or trailer camp and of the granting of any similar li- 
cense to use real property other than the renting or leasing thereof for a continuous period 
of 30 days or more; 

V ' 

(f) The furnishing for a consideration of electricity, gas, water, or steam for use or 
consumption within this state, or local exchange telephone service, intrastate toll service, 
and interstate toll service, if that service originates from and is charged to a telephone 
located in this state. Telephone service does not include services purchased with prepaid 
telephone calling cards. Telephone service includes paging services and private commu- 
nication service, as defined in United States Code, title 26, section 4252(d), as amended 
through December 31, 1991, except for private communication service purchased by an 
agent acting on behalf of the state lottery. The furnishing for a consideration of access to 
telephone“ services by a hotel to its guests is a sale under this clause. Sales by municipal 
corporations in a proprietary capacity are included in the provisions of this clause. The 
furnishing of water and sewer services for residential use shall not be considered a sale. 
The sale of natural gas to be used as a fuel in vehicles propelled by natural gas shall not be 
considered a sale for the purposes of this section; 

(g) The furnishing for a consideration of cable television services, including charges 
for basic service, char es for remium service, and an other char es for an other a — 8 P Y 8 Y P Y 
per—view, monthly, or similar television services; 

(h) The furnishing for a consideration of parking services, whether on a contractual, 
hourly, or other periodic basis, except for parking at a meter; 

(i) The furnishing for a consideration of services listed in this paragraph: 
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(i) laundry and dry cleaning services including cleaning, pressing, repairing, alter- 
ing, and storing clothes, linen services and supply, cleaning and blocking hats, and car- 
pet, 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 pro- 
vided by coin—operated facilities operated by the customer, and rustproofing, undercoat— 
ing, and towing of motor vehicles;

' 

(iii) building and residential cleaning, maintenance, and disinfecting and exterrni— 
nating services; 

(iv) detective services, security services, burglar, fire alarm, and armored car ser- 
vices; 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 nonprofit organization for monitoring and electronic surveillance of persons placed 
on in—home detention pursuant to court order or under the direction of the Minnesota de- 
partment of corrections; 

(v) pet grooming services; 

(vi) lawn care, fertilizing, mowing, spraying and sprigging services; garden plant- 
ing and maintenance; tree, bush, and shrub pruning, bracing, spraying, and surgery; in- 
door 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 shrubbery, 
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 professional for 
treatment of illness, injury, or disease; and 

(viii) the furnishing for consideration of lodging, board and care services for ani- 
mals in kennels and other similar arrangements, but excluding veterinary and horse 
boarding services. 

The services listed in this paragraph are taxable under section 297A.02 if the service is 
performed wholly within Minnesota or if the service is performed partly within and partly 
without Minnesota and the greater proportion of the service is performed in Minnesota, 
based on the cost of performance. In applying the provisions of this chapter, the terms 
“tangible personal property” and “sales at retail” include taxable services and the provi- 
sion of taxable services, unless specifically provided otherwise. Services performed by 
an employee for an employer are not taxable under this paragraph. Services performed by 
a partnership or association for another partnership or association are not taxable under 
this paragraph if one of the entities 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 not taxable. For purposes of this section, “affiliated 
group of corporations” includes those entities that would be classified as a member of an 
affiliated group under United States Code, title 26, section 1504, as amended through De- 
cember 31, 1987, and who are eligible to file a consolidated tax return for federal income 
tax purposes; 

(j) A “sale” and a “purchase” includes the transfer of computer software, meaning 
information and directions that dictate the function performed by data processing equip- 
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ment. A ‘‘sale’’ and a “purchase” does not include the design, development, writing, 
translation, fabrication, lease, or transfer for a consideration of title or possession of a 
custom computer program; and 

(k) The granting of membership in a club, association, or other organization if: 

(1) 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 as- 
sessed for use of the facilities); and 

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

Granting of membership includes both one—time 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 equipment, 
swimming pools, and other similar athletic or sports facilities. The provisions of this 
paragraph do not apply to camps or other recreation facilities owned and operated by an 
exempt organization under section 501(c)(3) of the Internal Revenue Code of 1986, as 
amended through December 31, 1992, for educational and social activities for young 
people primarily age 18 and under. ' 

Sec. 3. Minnesota Statutes 1997 Supplement, section 297A.0l, subdivision 11, is 
amended to read: 

Subd. ll. “Tangible personal property” means corporeal personal property of any 
kind whatsoever, including property which is to become real property as a result of incor- 
poration, attachment, or installation following itsacquisition. 

Personal property does not include: 

(a) large ponderous machinery and equipment used in a business or production ac- 
tivity which at common law would be considered to be real property; 

(b) property which is subject to an ad valorem property tax; 

(c) property described in section 272.02, subdivision 1, clause (8), paragraphs (a) to 
(d); 

(d) property described in section 272.03, subdivision 2, clauses (3) and (5). 

Tangible personal property includes computer software, whether contained on tape, 
discs, cards, or other devices. Tangible personal property also includes prepaid telephone 
calling cards. For purposes of this chapter, “prepaid telephone calling car ” means any 
card or other sfilar arrangeme-:1-it,‘ including prepaid authorization numbers, which {E 

holder t_o obtain telephone services and pay fpr gch services advance. 
—_‘ 

Sec. 4. EFFECTIVE DATE. 
Sections 1 and 2 g effective fie gzy following final enactment. 
Section effective _f_(£ sales o_r purchases made Q gr after Ii _l_, 1997. 
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ARTICLE 3 

MISCELLANEOUS 
Section 1. Minnesota Statutes 1997 Supplement, section 3.987, subdivision 2, is 

amended to read: " 

Subd. 2. MANDATE EXPLANATIONS. Anybillintrcdueedinthe legislature af- 
ter June 39, -1994; Before a committee hearing Q a that seeks to impose program or 
financial mandates on political subdivisions must include an attachment from, the author 
must provide the committee _a 1_1_o_t_e_ 

‘that gives appropriate responses to the following 
gtfielines. Itfie gr; must state and list: 

(1) the policy goals that are sought to be attained, the performance standards that are 
to be imposed, and an explanation why the goals and standards will best be served by 
requiring compliance by political subdivisions; 

(2) performance standards that will allow political subdivisions flexibility and in- 
novation of method in achieving those goals; 

(3) the reasons for each prescribed standard and the process by which each standard 
governs input such as staffing and other administrative aspects of the program; 

(4) the sources of additional revenue, in addition to existing funding for similar pro- 
grams, that are directly linked to imposition of the mandates that will provide adequate 
and stable funding for their requirements; 

(5) what inputhas been obtained to ensure that the implementing agencies have the 
capacity to carry out the delegated responsibilities; and 

(6) the reasons why less intrusive measures such as financial incentives or voluntary 
compliance would not yield the equity, efficiency, or desired level of statewide uniformi- 
ty in the proposed program. 

See. 2. Minnesota Statutes 1996, section 270.06, is amended to read: 
270.06 POWERS AND DUTIES. 
The commissioner of revenue shall: 
(1) have and exercise general supervision over the administration of the assessment 

and taxation laws of the state, over assessors, town, county, and city boards of review and 
equalization, and all other assessing officers in the performance of their duties, to the end 
that all assessments of property be made relatively just and equal in compliance with the 
laws of the state; 

(2) confer with, advise, and give the necessary instructions and directions to local 
assessors and local boards of review throughout the state as to their duties under the laws 
of the state; 

(3) direct proceedings, actions, and prosecutions to be instituted to enforce the laws 
relating to the liability and punishment of public officers and officers and agents of cor- 
porations for failure or negligence to comply with the provisions of the laws of this state 
governing returns of assessment and taxation of property, and cause complaints to be 
made against local assessors, members of boards of equalization, members of boards of 

New language is indicated by underline, deletions by st1=ileeeut—.

Copyright © 1998 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



Ch. 300, Art. 3 LAWS of MINNESOTA for 1998 358 

review, or any other assessing or taxing officer, to the proper authority, for their removal 
from office for misconduct or negligence of duty; 

(4) require county attorneys to assist in the commencement of prosecutions in ac- 
tions or proceedings for removal, forfeiture and punishment for violation of the laws of 
this state in respect to the assessment and taxation of property in their respective districts 
or counties; 

(5) require town, city, county, and other public officers to report information as to 
the assessment of property, collection of taxes received from licenses andother sources,- 
and such other information as may be needful in the work of the department of revenue, in 
such form and upon such blanks as the commissioner may prescribe; 

(6) require individuals, copartnerships, companies, associations, and corporations 
to furnish information concerning their capital, funded or other debt, current assets and 
liabilities, earnings, operating expenses, taxes, as well as all other statements now re- 
quired by law for taxation purposes; 

(7) subpoena witnesses, at a time and place reasonable under the circumstances, to 
appear and give testimony, and to produce books, records, papers and documents for in- 
spection and copying relating to any matter which the commissioner may have authority 
to investigate or determine; 

(8) issue a subpoena which does not identify the person or persons with respect to 
whose liability the subpoena is issued, but only if (a) the subpoena relates to the investiga- 
tion of a particular person or ascertainable group or class of persons, (b) there is a reason- 
able basis for believing that such person or group or class of persons may fail or may have 
failed to comply with any law administered by the commissioner, (c) the information 
sought to be obtained from the examination of the records (and the identity of the person 
or persons with respect to whose liability the subpoena is issued) is not readily available 
from other sources, (d) the subpoena is clear and specific as to the information sought to 
be obtained, and (e) the information sought to be obtained is limited solely to the scope of 
the investigation. Provided further that the party served with a subpoena which does not 
identify the person or persons with respect to whose tax liability the subpoena is issued 
shall have the right, within 20 days after service of the subpoena, to petition the district 
court for the judicial district in which lies the county in which that party is located for a 
determination as to whether the commissioner of revenue has complied with all the re- 
quirements in (a) to (e), and thus, whether the subpoena is enforceable. If no such petition 
is made by the party served within the time prescribed, the subpoena shall have the force 
and effect of a court order; 

(9) cause the deposition of witnesses residing within or without the state, or absent 
therefrom, to be taken, upon notice to the interested party, if any, in like manner that de- 
positions of witnesses are taken in civil actions in the district court, in any matter which 
the commissioner may have authority to investigate or determine; 

(10) investigate the tax laws of other states and countries and to formulate and sub- 
mit to the legislature such legislation as the commissioner may deem expedient to pre- 
vent evasions of assessment and taxing laws, and secure just and equal taxation and im- 
provement in the system of assessment and taxation in this state; 

(11) consult and confer with the governor upon the subject of taxation, the adminis- 
tration of the laws in regard thereto, and the progress of the work of the department of 
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revenue, and furnish the governor, from time to time, such assistance and information as 
the governor may require relating to tax matters; 

(12) transmit to the governor, on or before the third Monday in December of each 
even—numbered year, and to each member of the legislature, on or before November 15 
of each even—numbered year, the report of the department of revenue for the preceding 
years, showing all the taxable property in the state and the value of the same, in tabulated 
form; 

(13) inquire into the methods of assessment and taxation and ascertain whether the 
assessors faithfully discharge their duties, particularly as to their compliance with the 
laws requiring the assessment of all property not exempt from taxation; 

(14) administer and enforce the assessment and collection of state taxes and fees, 
including the use of a_ny remedy available to nongovernmental creditors, and, fr—or-ntfiie 
to time, makgefibl-ish, and distribute rulesfor the administration and enforcement of as- 
sessments and fees administered by the commissioner and state tax laws. The rules have 
the force of law; 

(15)-prepare blank forms for the returns required by state tax law and distribute them 
throughout the state, furnishing them subject to charge on application; 

(16) prescribe rules governing the qualification and practice of agents, attorneys, or 
other persons representing taxpayers before the commissioner. The rules may require 
that those persons, agents, and attorneys show that they are of good character and in good 
repute, have the necessary qualifications to give taxpayers valuable services, and are 
otherwise competent to advise and assist taxpayers in the presentation of their case before 
being recognized as representatives of taxpayers. After due notice and opportunity for 
hearing, the commissioner may suspend and disbar from further practice before the com- 
missioner any person, agent, or attorney who is shown to be incompetent or disreputable, 
who refuses to comply with the rules, or who with intent to defraud, willfully or knowing- 
ly deceives, misleads, or threatens a taxpayer or prospective taxpayer, by words, circular, 
letter, or by advertisement. This clause does not curtail the rights of individuals to appear 
in their own behalf or partners or corporations’ officers to appear in behalf of their respec- 
tive partnerships or corporations; 

(17) appoint agents as the commissioner considers necessary to make examinations 
and determinations. The agents have the rights and powers conferred on the commission- 
er to subpoena, examine, and copy books, records, papers, or memoranda, subpoena wit- 
nesses, administer oaths and affirmations, and take testimony. In addition to administra- 
tive subpoenas of the commissioner and the agents, upon demand of the commissioner or 
an agent, the court administrator of any district court shall issue a subpoena for the atten- 
dance of a witness or the production of books, papers, records, or memoranda before the 
agent for inspection and copying. Disobedience of a court administrator’s subpoena shall 
be punished by the district court of the district in which the subpoena is issued, or in the 
case of a subpoena issued by the commissioner or an agent, by the district court of the 
district in which the party served with the subpoena is located, in the same manner as con- 
tempt of the district court; 

(18) appoint and employ additional help, purchase supplies or materials, or incur 
other expenditures in the enforcement of state tax laws as considered necessary. The sala- 
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ries of all agents and employees provided for in this chapter shall be fixed by the appoint- 
ing authority, subject to the approval of the commissioner of administration; 

(19) execute and administer any agreement with the secretary of the treasury of the 
United States or a representative of another state regarding the exchange of information 
and administration of the tax laws; 

(20) administer and enforce the provisions of sections 325D.30 to 325D.42, th 
Minnesota unfair cigarette sales act; ' 

(21) authorize the use of unmarked motor vehicles to conduct seizures or criminal 
investigations pursuant to the comn1issioner’s authority; and 

(22) exercise other powers and perform other duties required of or imposed upon the 
commissioner of revenue by law. 

Sec. 3. Minnesota Statutes 1996, section 270.70, subdivision 15, is amended to read: 
A 

Subd. 15. EFFECT OF HONORIN G LEVY. Any person in possession of (or ob1i- ‘ 

gated with respect to) property or rights to property subject to levy upon which a levy has 
been made who, upon demand by the commissioner, surrenders the property or rights to 
property (or who pays a liability under section 270.7002, subdivision 8 1) shall be dis- 
charged from any obligation or liability to the person liable for the payment or collection 
of the delinquent tax with respect to the property or rights to property so surrendered or 
paid. 

Sec. 4. Minnesota Statutes 1997 Supplement, section 270.701, subdivision 2, is 
amended to read: 

Subd. 2. NOTICE OF SALE. The commissioner shall as soon as practicable after 
the seizure of the property give notice of sale of the property to the owner, in the manner 
of service prescribed in subdivision 1. In the case of personal property, the notice shall be 
served at least 10 days prior to the sale. In the case of real property, the notice shall be 
served at least four weeks prior to the sale. The commissioner shall also cause public no- 
tice of each sale to be made. In the case of personal property, notice shall be posted at least 
10 days prior to the sale at the county courthouse for the county where the seizure is made, 
and in not less than two other public places. In the case of real property, six Weeks’ pub- 
lished notice shall be given prior to the sale, in a newspaper published or generally circu- 
lated in the county. The notice of sale provided in this subdivision shall specify the prop- 
erty to be sold, and the time, place, manner and conditions of the sale. Whenever levy is 
made without regard to the ten—day 30-day period provided in section 270.70, subdivi- 
sion 2, public notice of sale of the property seized shall not be made within the tex-1-day 
30-day period unless section 270.702 (relating to sale of perishable goods) is applicable. 

Sec. 5. Minnesota Statutes 1996, section 278.10, is amended to read: 

278.10 TO BE ENTERED IN JUDGMENT BOOK. 
Upon entry of the judgment referred to in section 278.07, the county auditor shall 

bill the taxpayer form: unpaid portion of t1”te3’itdgment,ir any, pfs the allowable ca 
Here—st, and pena—ltieTthat have accrued—t-0- the date of~én—tr_y,‘E;Evided in «EEK 
278.08. IT§;eh the judgfienms not then Eet-§t‘fte't°'t‘eEt‘eI1.‘to"itTsecFon 273.07 1? not paid 
within 30 days ofihe billing, the county auditor shall enteTthe same in the certi_fi_edcopy 
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of the real estate tax judgment book received by the auditor pursuant to section 279.23 for 
the year for which such taxes were levied, with the same effect as if judgment had been 
entered in the proceedings; adding thereto any under chapter 279, except that interest or 
penaltiesthatlaaveaeerueeltethedateefsuehfiandinslfingt accruTduring, n_<)r_ 
apply. to, the 30-day payment period. In the event sueh the judgment under section 
273.07?llE1T be entered subsequent to theToublieatien of the n~e—tiee ef real estate tax judg- 
ment sale of under section 280.01 for the taxes on sueh the 
if such judgment shall remain unpaid for 30 days thergfter after billing, then interest 
shall again begin to accrue, and the parcel of land, against whiK1ch judgment was en- 
tered,_s_l1TlT)T:ir_nmediate1y3d_vertised and sold bid—in for the state, and all subsequent 
events, deadlines, and periods related to the enforcement—9_f_'Ejudgr1Eta_,gainst th_e a_f— 
fected @ @ be measured from‘ bid—in dag under section. 

Sec. 6. Minnesota Statutes 1996, section 289A.65, subdivision 7, is amended to 
read: 

Subd. 7. AGREEMENT DETERMINING TAX LIABILITY. When it appears to 
be in the best interests of the state, the commissioner may settle any taxes, penalties, or 
interest that the commissioner has under consideration by virtue of an appeal filed under 
this section. An agreement must be ‘in writing and signed by the commissioner and the 
taxpayer, or the taxpayer’s representative authorized by the taxpayer to enter into an . 

agreement. The agreement must be tiled in the eftliee of the eennnissienea The agree- 
ment shall be final and conclusive and, except upon a showing of fraud or malf%1nce, or 
misrepresentation of a material fact, the case shall not be reopened as to the matters :—'"'"""'""'"""_:"”'"'"—_ 

Sec. 7. Minnesota Statutes 1996, section 289A.65, subdivision 8, is amended to 
read: 

Subd. 8. APPEAL OF AN ADMINISTRATIVE DETERMINATION. Follow— 
ing the determination or settlement of an appeal and notwithstanding any period of lim- 
itations for making assessments or other determinations to the contrary, the commission- 
er must issue an order reflecting that disposition. If the statute of limitations for making 
assessments or other determinations would have expired before the issu ancevofthis order, 
except for this section, the order is limited to issues or matters contained in the appealed 
determination. Exeeptintheeasee£anagreementdeterminingta9eunderthisseetien;The 
order is appealable to the Minnesota tax court under section 271.06. 

,Sec. 8. Minnesota Statutes 1997 Supplement, section 295.53, subdivision 4a, is 
amended to read: 

Subd. 4a. CREDIT FOR RESEARCH. (a) In addition to the exemptions allowed 
under subdivision 1, a hospital or health care provider may claim an annual credit against 
the total amount of tax, if any, the hospital or health care provider owes for that calendar 
year under sections 295.50 to 295.57. The credit shall equal 2.5 percent of revenues for 
patient services used to fund expenditures for qualifying research conducted by an allow- 
able research program. The amount of the credit shall not exceed the tax liability of the 
hospital or health care provider under sections 295.50 to 295.57. 

(b) For purposes of this subdivision, the following requirements apply: 

(1) expenditures must be for program costs of qualifying research conducted by an 
allowable research program; 
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(2) an allowable research program must be a formal program of medical and health 
care research ‘conducted by an entity which is exempt under section 501(c)(3) of the Inter- 
nal Revenue Code of 1986 or is owned and operated under authority of a governmental 
_unit; 

(3) qualifying research must: 

(A) be approved in writing by the governing body of the hospital or health care pro- 
Vider which is taking the deduction under this subdivision; 

(B) have‘ as its purpose the development of new knowledge in basic or applied sci- 
ence relating to the diagnosis and treatment of conditions affecting’ the human body; 

(C) be subject to -review by individuals with expertise in the subject matter of the 
proposed study but who have no financial interest in the proposed study and are not in- 
volved in the conduct of the proposed study; and 

(D) be subject to review and supervision by an institutional review board operating 
in conformity with federal regulations if the research involves human subjects or an insti- 
tutional animal care and use committee operating in conformity with federal regulations 
if the research involves animal subjects. Research expenses are not exempt if the study is 
a routine evaluation of health care methods or products used in a particular setting con- 
ducted for the purpose of making a management decision. Costs of clinical" research acti- 
vities paid directly for the benefit of an individual patient are excluded from this exemp- 
tion. Basic research in fields including biochemistry, molecular biology, and physiology 
are also included if such programs are subject to a peer review process. 

(c) No credit shall be allowed under this subdivision for any revenue received by the 
hospital or health care provider in the form of a grant, gift, or otherwise, whether from a 
government or nongovemment source, on which the tax liability under section 295.52 is 
not imposed. ~ 

(d) The taxpayer shall apply for the credit under this section on the annual return 
under section 295.55, subdivision 5. 

(e) Beginning September 1, 2090 2001, if the actual or estimated amount paid under 
this section for the calendar year exceeE§2,500,000, the commissioner of finance shall 
determine the rate of the research credit for the following calendar year to the nearest 
one—half percent so that refunds paid under this section will most closely equal 
$2,500,000. The commissioner of finance shall publish in the State Register by October 1 

of each year the rate of the credit for the following calendar year. A determination under 
this section is not subject to the rulemalcing provisions of chapter 14. 

Sec. 9. Minnesota Statutes 1996, section 297E.lS, subdivision 8, is amended to 
read: 

Subd. 8. AGREEMENT DETERMINING TAX LIABILITY. If it appears to be 
in the best interests of the state, the commissioner may settle taxes, penalties, or interest 
that the commissioner has under consideration by virtue of an appeal filed under this sec- 
tion. An agreement must be in writing and signed by the commissioner and the taxpayer 
or the taxpayer’s representative authorized by the taxpayer to enter into an agreement. An 
agreement must be filed in the office of the The agreement shall be final 
and conclusive and, except upon a showing of fraud ormalfeasance, or n1isr¢=.;>EcE2%1_ 
of a material fact, the case shall not be reopened as to the matters agreed upon. 
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Sec. 10. Minnesota Statutes 1996, section 297E.15, subdivision 9, is amended to 
read: 

Subd. 9. APPEAL OF AN ADMINISTRATIVE APPEAL DETERMINA- 
TION. Following the determination or settlement of an appeal, the commissioner must 
issue an order reflecting that disposition. Exeept in the ease of-‘an agteement determining 
tax under this seetien; The order is appealable to the Minnesota tax court under section 
27 1 .06. 

Sec. 11. Minnesota Statutes 1997 Supplement, section 297F.22, subdivision 6, is 
amended to read: 

Subd. 6. AGREEMENT DETERMINING TAX LIABILITY. When it appears to 
be in the best interests of the state, the commissioner may settle any taxes, penalties, or 
interest that the commissioner has under consideration by virtue of an appeal filed under 
this section. An agreement must be in writing and signed by the commissioner and the 
taxpayer, or the taxpayer’s representative authorized by the taxpayer to enter into an 
agreement. The agreement must be tiled in the ettiee 919 the The agree- 
ment shall t_)e final and conclusive and, except upon a showing of fraud or ma1f§ance, or 
misrepresentation of a material fact, the case shall not be reopened as to the matters 
agfeedfl _H —_—W__—— __— 

Sec. 12. Minnesota Statutes 1997 Supplement, section 297F.22, subdivision 7, is 
amended to read: 

Subd. 7. APPEAL OF AN ADMINISTRATIVE DETERMINATION. Follow- 
ing the determination or settlement of an appeal and notwithstanding any period of lim- 
itations for making assessments or other determinations to the contrary, the commission- 
er must issue an order reflecting that disposition. If the statute of limitations for making 
assessments or other determinations would have expired before the issuance of this order, 
except for this section, the order is limited to issues or matters contained in the appealed 
determination. Exeeptintheease9£anag£eementdeteHniningtaaeuhdesthisseetien;The 
order is appealable to the Minnesota tax court under section 271.06. 

Sec. 13. Minnesota Statutes 1997 Supplement, section 297G.21, subdivision 6, is 
amended to read: 

Subd. 6. AGREEMENT DETERMINING TAX LIABILITY. When it appears to 
be in the best interests of the state, the commissioner may settle any taxes, penalties, or 
interest that the commissioner has under consideration by virtue of an appeal filed under 
this section. An agreement must be in writing and signed by the commissioner and the 
taxpayer, or the taxpayer’s representative authorized by the taxpayer to enter into an 
agreement. The agreement must be filed in the effiiee e£ the The agree- 
ment shall be final and conclusive and, except upon a showing of fraud or malfgance, or 
misrepresentation of a material fact, the case shall not be reopened as to the matters 
agreed upon. 

Sec. 14. Minnesota Statutes 1997 Supplement, section 297G.2l, subdivision 7, is 
amended to read: 

Subd. 7. APPEAL OF AN ADMINISTRATIVE DETERMINATION. Fol1ow- ' 

ing the determination er settlement of an appeal and notwithstanding any period of lim- 
itations for making assessments or other determinations to the contrary, the commission- 
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er shall issue an order reflecting that disposition. If the statute of limitations for making 
assessments or other determinations would have expired before the issuance of this order, 
except for this section, the order is limited to issues or matters contained in the appealed 
determination. Exeeptintheeasee£anagreementdeterminingtaxunderthisseetien;The 
order is appealable to the Minnesota tax court under section 271.06. 

Sec. 15. EFFECTIVE DATES. 
Sections 1 to 4 and 6 to 14 are effective the day following final enactment. 
Section § effective for petitions filed o_n Q after w L 1998. 
Presented to the governor March 17, 1998 
Signed by the governor March 18, 1998, 4:40 p.m. 

CHAPTER 301—S.F.No. 1076 
An act relating to health; requiring health plan coverage for ofi'—-label use of drugs; proposing 

coding for new law in Minnesota Statutes, chapter 62Q. 

BE IT ENACTEID BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. [62Q.525] COVERAGE FOR OFF—LABEL DRUG USE. 
Subdivision SCOPE OF COVERAGE. This section applies t_o fl health plans, 

including E coverages described section 62A.011, subdivision _?2 clauses Q Ed 
(10), grat agissued gr renewed t_o a Minnesota resident. 

Subd. DEFINITIONS. Q _Fg‘ purposes 9_f section, the terms defined 
subdivision have the meanings given them.

' 

(b) “Medical literature” means articles from major peer reviewed medical journals 
that hge recognized the drug or combination of drugs’ safe_t-y and effectiveness for treat- 
mtgrt-ofhe indication for:vvl11Th it has been prescribed. Each article shall meet_tlie uni- 
form Eqfirements for HanuscripEm)%:d to biomedical j ourna1se—s>tablishe(fiyE 
idtefnational committgee of medical journal editors or be pubh shed in a journal spe§:i—fi—e7d‘ 
by the United States Secfetary of Health and Human S_ervices pursFar_1t to United States 
EXT, title 42, section 1395x, paragraph (T clause (2), item (B), as amefied, as accept- 
able peEe_vEw medical literature.‘ Eachafiicle muEs$rEll—y— acceptable"s—cientific 
stan—d~ar_ds an_d flu n_ot E E reports to satisfy grisjiterion. 

_(_c) 
“Off—label use pf drugs” means when drugs fie prescribed E treatments other 

than those stated E labeling approved 3 E federal Food Ed Drug Administration. 
Q “Standard reference compendia” means: 
(1) the United States Pharmacopeia Drug Information; g 
Q fie American Hospital Formulary Service Drug Information. 
Subd. REQUIRED COVERAGE. (a) Every type of coverage included in subdi- 

vision 1 that provides coverage for drugs may not exclude coverage of a drug» for the treat- 
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