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MCAR AMENDMENTS AND ADDITIONS 
The following is a cumulative listing of all proposed and adopted 
rules published in the State Register from Volume 2, Issue 1, to the 
present issue. The listing is arranged in the same order as is the table 
of contents to the Minnesota Code of Agency Rules (MCAR). All 
adopted rules published in the State Register and listed below amend 
and/or add to the rules contained in the MCAR set. 

TITLE 1 CONSTITUTIONAL OFFICES 
Part 2 Secretary of State 

SeeStat 301. 502-599, 601, 604-699, 902, 903. 1102, 1101-
1199, 2101-2106, 2108-2111. 2113. 2115 (proposed) 	 784 

Part 3 State Treasurer 
TRE 1-14 (proposed) 	  662 

TITLE 2 ADMINISTRATION 
Part 1 Administration Department 

SBC 101-I II, 201-204 (proposed) 	  837 
SBC 600 1-6006 (adopted) 	  173 
SBC 6101-6107 (adopted) 	  806 
SBC 6201-6205 (proposed) 	  1095 
ASHRAE Standard 90-75 pp.  22, 28, 34 (proposed) 	 1096 

Part 2 Personnel Department 
Persl 4,9. 11-12, 19, 21-22, 24, 28-29, 3!, 39-40. 46-47. 6!, 
65-66, 68, 82, 85. 97. 106, 109, 129, 131, 133, 135-136, 141, 
144, 160-161, 166-168. 170, 172, 181-182, 203, 224-254 
(proposed) 	  254 
Persl 4, 9, 11-12, 19, 21-22, 24, 28-29, 31, 39-40, 46-47, 61, 
65-66, 68, 82, 85, 97, 106, 109, 129, 131, 133, 135-136, 141, 
144, 160-161, 166-168, 170, 172, 181-182, 203, 224-254 
(adopted) 	  1236 
Persl 9. 18-19, 24. 3!, 39, 61, 109, 131, 141, 144, 181, 203 
(proposed temporary rules) 	  50 
Persl 9, 18-19, 24, 31, 39, 6!, 109, 131, 135-136, 141, 
144, 181. 203 (adopted temporary rules) 	  308 
Persl 9, 18-19, 24, 31, 39, 6!, 109, 131, 135-136. 141, 144, 
181, 203 (adopted temporary rules) 	  949 
Persl 275-285 (proposed) 	  92 

TITLE 3 AGRICULTURE 
Part 1 Agriculture Department 

3 MCAR § 1.0338 (proposed) 	  1246 
3 MCAR § 1.0563-1.0568 (proposed) 	  248 
3 MCAR § I .0563-1.0568 (adopted) 	  948 
Emergency Rules I, 2 (adopted emergency rules) 	 128 
3 MCAR § 1.0583-1.0585 (proposed) 	  694 

Part 2 Livestock Sanitary Board 
3 MCAR §* 2.002, 2.005, 2.042 (proposed) 	  194 
3 MCAR § 2.002, 2.040 (proposed) 	  930 
3 MCAR § 2.041 (adopted) 	  915 

TITLE 4 COMMERCE 
Part 1 Commerce Department 

BD 226, 227 (proposed) 	  177 
Ins 90, 92 (proposed) 	  183 
Ins 90, 92 (adopted) 	  1164 
Ins 150 (proposed temporary rules) 	  1051 
Ins 180-188 (proposed) 	  178 

Part 3 Public Service Department 
PSC 2, 5 (adopted) 	  977 
PSC 20, 122-124, 128 (adopted) 	 - 	1050 
PSC 390-395 (adopted) 	  834 

Part 4 Cable Communications Board 
MCCB2,20,46-55,61-62,64-77,80,9l,99, 103, 111-113, 
121. 134, 136, 166-168, 170-171, 201, 225 (adopted) 	1028  

Part 6 Accountancy Board 
Accy 5, 8, 12, 18-19, 30. 40, 43-46, 50, 60, 63, 70-74. 80-84, 
110-112, 120-121, 140-141, 150-151, 220-429 (adopted) 	- 145 
Accy 150, 160 (adopted) 	 1028 

Part 7 Board of Architecture, 
Engineering, Land Survey and 
Landscape Architecture 

AE&LS 9 (proposed) 	  678 

Part 8 Barber Examiners Board 
BE -15, 26-3!, 33, 42-45, 56-66, 77-79 (proposed) 	 410 
BE 1-15, 26-31, 33, 42-45, 56-66, 77-79 (adopted) 	 1164 

Part 9 Boxing Board 
4 MCAR § 9.101-9.124, 9.201-9.215, 9.301-9.306, 
9.401-9.411, 9.501-9.518, 9.601-9.611 (proposed) 	 916 

Part 10 Cosmetology Board 
MSBC 1-8, 20-29, 40-42, 60-66 (proposed) 	  35 
MSBC 1-8, 20-30, 40-42, 60-66 (adopted) 	 1029 
MSBC 64 (errata) 	  164 

TITLE 5 EDUCATION 
Part 1 Education Department 

5 MCAR § 1.720-1.725 (proposed temporary rules) 	 251 
EDU 44, 764, 767-769 (adopted). . ., 	  915 
EDU 741, 743 (adopted) 	  693 
5 MCAR § 1.0010. 1.0720-1.0725 (proposed) 	  1051 
5 MCAR § 1.0070-1.00791. 1.00801, 1.00811, 1.00821. 
1.00831, 1.0084-1.0086, 1.0100-1.0109, 1.01101, 1.0111- 
1.0116 (proposed) 	 1056 
5 MCAR § 1.0720-I .0724 (adopted temporary) 	  753 
5 MCAR § 1.0720-1.0724 (adopted temporary) 	 1236 
5 MCAR § 1.0764, 1.0767-1.0769 (adopted temporary) 	 305 

Part 2 Higher Education Coordinating Board 
5 MCAR § 2.0101-2.0108, 2.0301-2.0310, 2.0401-2.0407, 
2.0501-2.0507, 2.0601-2.0607, 2.0801-2.0806 (proposed) . . . . 697 
5 MCAR § 2. 1001-2.1008 (proposed) 	  1096 
HECB 101-103, 105-108, 301-310. 401-407, 501-507, 
601-607 (proposed) 	  697 

Part 3 Teaching Board 
5 MCAR § 3.001, 3.003-3.015, 3.020-3.031, 3.041, 3.050- 
3.054. 3.060-3.086, 3.102-3.103, 3.130 (proposed) 	 311 
5 MCAR § 3.002-3.003, 3.106, 3.108-3.109 (adopted) 	 915 

Part 4 State University Board 
SCB 101-110, 201-212, 251-255, 301-309, 321-328, 401-404, 
421-423, 431-433, 501-506, 601-604, 701-714, 751-753, 
801-805, 901-904, 1001-1014 (proposed) 	  1223 

Part 5 Arts Board 
MSAB 1-8 (adopted) 	  31 

Part 6 Zoological Garden 
Zoo 101-lOS, 201-206, 301-307, 401-409, 501-505, 
601-615, 701-702 (proposed) 	  1266 

TITLE 6 ENVIRONMENT 
Part 1 Natural Resources Department 

NR 51, 56 (proposed) 	  441 
NR 2600, 2610. 2620, 2630, 2640 (adopted) 	  174 
NR 5020-5026 (proposed) 	  201 
NR 5300 (proposed) 	  287 
NR 10 (proposed) 	  777 

Part 2 Energy Agency 
EA 301-3 15 (adopted) 	 1038 

Part 3 Environmental Quality Board 
MEQC 72, 73, 76-80, 82 (adopted emergency) 	 0l 
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S MEQC 71-82 (proposed) 	  508 

Part 4 Pollution Control Agency 
APC 4, I (errata) 	  135 
WPC 43 (proposed) 	  94 
HW 1-10 (proposed) 	  521 
SW 1-4, 6, 7 (proposed) 	  616 
WPC 38 (adopted) 	  833 
WPC 40 (proposed) 	  710 

Part 5 Water and Wastewater Operator 
Certification Council 

WWOB I (proposed) 	  675 

Part 6 Metropolitan Waste Control 
Commission 

MWCC 2 (proposed) 	  518 
MWCC 2 (adopted) 	  1287 

Part 7 Soil and Water Conservation Board 
SWC 1-5 (adopted emergency rules) 	  970 

TITLE 7 HEALTH 
Part 1 Health Department 

MHD 139 (proposed) 	  674 
MHD 139 (adopted) 	  1200 
MI-ID 145-149 (emergency rules) 	  381 
MHD 145, 147, 149-ISO, 195, 198, 246-254 (adopted) 	 1046 
7 MCAR § 1.174-1.178 (proposed) 	  1252 
MHD 181-186 (adopted) 	  l284 
MHD 220(a), 224 (proposed) 	  926 
MHI) 268. 279, 294, 304-306. 314-3 15, (proposed) 	 420 
MHD 268, 279, 294, 304-306, 314-315 (adopted) 	 1165 
7 MCAR § 1.370 (adopted) 	  832 
7 MCAR § 1.521-1.527 (adopted) 	  829 

Part 4 Medical Board 
7 MCAR § 4.0 12 (proposed) 	  309 

Part 5 Nursing Board 
7 MCAR § 5.1002-5.1004. 5.1032-5.1036. 5.1060-5.1061. 
5.1063. 5.1080. 5.1091, 5.2002-5.2003. 5.2005, 5.2030-5.2036. 
5.2040. 5.2050-5.2051. 5.2053. 5.2070. 5.2082 (proposed) . . 228 
7 MCAR § 5.1010. 5.1011, 5.1030-5.1033 (proposed) 	 755 

Part 7 Optometry Board 
OPT I-S (proposed) 	  44 

Part 8 Pharmacy Board 
PHARM -4. 6-13, 21, 25-28, 31, 33, 36-37. 40-41 43-46. 
51.61,l0l-l06.11l-118(adopted) 	  1136 

Part 11 Veterinary Board 
7 MCAR § 11.001-11.008 (adopted) 	  1243 

TITLE 8 LABOR 
Part 1 Labor and Industry Department 

LS -9. 12, 14-18 (proposed) 	  189 
LS 1-9. 12, 14-18 (adopted) 	  1139 
FEA I. 3. 7-8. 13. 16. 22. 27. 29, 44. 57 (proposed) 	 187 
MOSHC I (emergency rule) 	  145 
MOSHC I (adopted) 	  969 
MOSHC 270-283, 290-306, 310-3 17. 320-336 (proposed) . . . 	 149 

Part 3 Public Employment Relations Board 
PERB I, 3, 10, 35, 40-4!, 50.55 (proposed) 	  931 

Part 4 Department of Economic Security 
8 MCAR § 4.00 10 (proposed) 	  1147 

TITLE 9 LAW 
Part 2 Hearing Examiners Office 

HE 102-112. 203-206. 209-214, 216-218. 222 (proposed) 

HE 401-418 (adopted temporary rules) 	  
HE 401-4 18 (proposed) 	  

TITLE 10 PLANNING 

85 
382 

Part 1 State Planning Agency 
10 MCAR § 	1.305-1.306 (adopted temporary rules) 146 
10 MCAR § 	1.305-1.306 (adopted) 	  673 

TITLE 11 PUBLIC SAFETY 
Part 1 Public Safety Department 

DES 94, 129-130, 140-141 (adopted) 	  1167 
DES 94. 129-130. 140-141 (proposed) 	  443 
II MCAR § 	1.5067-1.5070 (proposed) 	 891 
MoVeh 58 (adopted) 	  33 
MçVeh 70-82 (adopted) 	  45 
Liq 	-3. 24-35. 38-39. 56. 67, 71-77. 83-84. 92. 95. 98-100. 
123 (proposed) 	  96 

Part 2 Corrections Department 
CORR 4-12 (adopted) 	  84 
CORR 4 (errata) 	  135 
CORR 200-203 (emergency rules) 	  407 
CORR 200-203 (adopted temporary rules) 	 969 

TITLE 12 SOCIAL SERVICE 
Part 2 Public Welfare Department 

DPW I (adopted) 	  1168 
DPW 3 (adopted) 	  1182 
DPW 30 (proposed temporary rule) 	  132 
DPW 33 (proposed temporary rule) 	  133 
DPW 30A, 33A (adopted temporary) 	  754 
DPW 30 (30A), 33 (33A) (adopted) 	  1168 
DPW 44 (errata) 	  998 
DPW 47 (adopted) 	  353 
DPW 47 (proposed) 	  677 
DPW 49 (proposed temporary rule) 	  234 
DPW 49 (proposed) 	  617 
DPW 49 (adopted) 	  245 
DPW 49A (adopted temporary) 	  507 
DPW 52 (adopted) 	  34 
DPW 56, 60-62 (proposed) 	  1100 
DPW 60 (adopted temporary) 	  1239 
DPW94. 104. 116. 125, 128. 131-132. 140-141 (proposed) 	 455 
DPW94, 104, 116, 125, 128, 131-132, 140-141 (adopted) . . 1189 
DPW 125. 126. 128. 130-132. 135. 140 (proposed) 	 633 
DPW 60 (proposed) 	  60 
DPW 160 (proposed) 	  160 
DPW 160 (errata) 	  164 
DPW lit, 200. 210-218 (adopted) 	  1093 

Part 3 Housing Finance Agency 
MHFA 1-17, 31-36, 51.61-69. Ill-IS (adopted) 	 306 
MHFA 120 (proposed) 	  675 

TITLE 13 TAXATION 
Part 1 Revenue Department 

Tax S&U 10!, 104, 107-109, 112, 115-117, 202, 
204, 207-208, 211-212, 302, 401, 404, 407, 408, 411, 
415, 421-422, 508, 510-511, 601, 604, 607-610 (proposed) 	 1288 

Part 2 Tax Court 
13 MCAR § 2.001-2.00 (proposed) 	  1260 

TITLE 14 TRANSPORTATION 
Part 1 Transportation Department 

4 MCAR § 1.4025-1.4028 (proposed temporary rules) 
382 	14 MCAR § 1.4025-1.4028 (adopted temporary rules) 

	 892 
	 1200 
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RULES 
Pursuant to the provisions of Minn. Stat. § 15.0411 to § 15.052, 

all rules, amendments to rules, or suspensions or repeals of rules 
become effective after all requirements described in Minn. Stat. 
§ 15.0412, subd. 4 have been met and five working days after publi-
cation in the Stale Register, unless a later date is required or specified. 

If the rule as adopted does not differ from the proposed rule as 
previously published in the Stale Register, a notice of adoption as pro-
posed and a citation to the previous publication is considered suf-
ficient as publication of the adopted rule, suspension or repeal. 

If the rule as adopted differs from the proposed rule, the adopted 
rules or subdivisions thereof which differ from the proposed rule are 
published along with a citation to the Slate Register publication of 
the proposed rule. 

Pursuant to Minn. Stat. § 15.0412, subd. 5, temporary rules take 
effect upon approval of the Attorney General. As soon as practicable, 
notice of the Attorney General's decision and the adopted tempo-
rary rule are published in the Slate Register, as provided for adopted 
rules. Temporary rules are effective for only 90 days and may be 
reissued for 90 days. 

Department of Health 
Adopted Rule Relating to 

Ionizing Radiation 
The following rules were proposed before July 1, 1976, 
and are printed here as adopted. 

MHD 181-186 contained in Chapter Twenty-One of the 
rules of the Minnesota State Department of Health is hereby 
transferred to Chapter Twelve. 

MHD 181 (b), Definitions, is amended by adding the 
following definitions: 

Commissioner - The Commissioner of the Minnesota 
Department of Health. 

Screening - The testing with x-ray machines of human 
beings or human population groups for the detection or 
evaluation of health conditions when such x-ray tests are 
not specifically and individually ordered by a licensed 
healing arts practitioner, legally authorized to order such 
x-ray tests, 1) for the purpose of diagnosis or treatment or 
2) as part of a physical examination conducted by a li-
censed practitioner. Screening does not include research 
protocols utilizing x-ray procedures when such protocols 
are part of research projects 1) sponsored or financed by 
agencies of the federal government, 2) conducted by edu-
cational institutions training pracitioners of the healing 
arts or, 3) conducted in hospitals, when such research is 
authorized by or under control of the governing body of 
that hospital.  

MHD 181 (h) (1), Prohibitions, is amended by adding 
subparagraph d. as follows: 

d. The use of x-ray machines for the purpose of 
screening is prohibited without prior written approval of 
the Commissioner,  

MHD 181 (h) is amended by changing the present sub-
paragraph designation of MHD 181 (h) (2), Violations, to 
MHD 181 H.5, and by adding subparagraphs MHD 181  
H.2., 3. and 4. as follows: 

2. Commissioner approval of screening. Any person 
desiring Commissioner approval for screening purposes 
as specified in MHD 181 (h)(1)d. shall submit an applica-
tion to the Commissioner requesting his permission to 
perform screening. The burden of justifying the requested 
screening rests on the applicant. Approval will be granted 
if the Commissioner is satisfied that: 

a. The proposed screening is a justified public  
health measure; 

b. The benefit derived from the proposed screen-
ing will outweigh the detriment of x-ray exposure; and  
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S c. The x-ray screening will be conducted properly, 
safely, and legally, i.e., in accordance with all applicable 
statutes and rules of the State of Minnesota or federal 
government.  

3. Content of application for approval of screening.  
The application for approval of a screening program must 
contain the following information and data:  

a. Name and Minnesota business address. 

(1) If the applicant is a corporation or other busi-
ness or nonbusiness association, the name of the person 
representing the association shall be given.  

(2) If the applicant's principal location or home 
office is not in Minnesota, the principal location or home 
office address shall be given as well as the name of the 
person who may be contacted by the Commissioner with 
respect to the application. 

(3) If the applicant is a foreign corporation sub-
ject to the provisions of Minn. Stat. ch. 303 it shall submit 
a certified copy of its Certificate of Authority issued by the 
Minnesota Secretary of State. The certification shall be 
dated no more than one month prior to the date of submis-
sion of the application to the Commissioner.  

b. When and where the proposed screening is to 
be performed, 

c. Description of the specific screening proposed. 

d. Description of the age distribution of the popula-
tion to be screened.  

e. The amount of x-ray exposure to which indi-
viduals will be subjected by the proposed screening. 

(1) Applications for screening for pulmonary 
(lung) conditions shall not be approved if the incident 
(skin entrance) x-ray exposure will exceed 50 milliroent-
ens per radiograph for the posterior-anterior (PA) view.  

Using normally accepted exposure techniques, a Victoreen 
R-chamber placed at a distance of Il inches from the 
center of the film with a scatter phantom (Alderson 
"Rando" phantom or equivalent) positioned in front of 
the center of the film, or an equivalent method, shall be 
the method used for measuring the incident (skin entrance) 
exposure. 

(2) Commonly accepted state-of-the-art tech-  

MHD 181 
niques and equipment shall be the methods used for mea-
suring x-ray exposure from other types of screening. A 
written description of the specific method used shall be 
submitted to the Commissioner. The amount of x-ray 
exposure shall be specified as skin entrance or film expo-
sure and shall not exceed amounts normally given during 
such projections based on the studies "Population Expo-
sure to X-Rays U.S. 1970" (DHEW Publication (FDA) 
73-8047, November 1973)' and "National Evaluation 
of X-Ray Trends: Tabulation of Data for 'All States' for 
Period January 1, 1974 to December 31, 1974". 2  

f. Why the screening is being planned. A detailed 
statement shall specify the compelling health reasons,  
health benefits, or health emergency which justifies the 
radiation exposure to which individuals will be subjected 
by the proposed screening.  

. Who will interpret the x-ray film and to whom 
will the results, interpretation, or findings be sent.  

h. Where the x-ray film will be filed. 

i. Who will have access to the x-ray film.  

j. If the persons screened will not be given the 
x-ray film or will not be personally informed by the appli-
cant of the results, interpretation or findings.  

(I) How will this information be communi-
cated to those individuals who have been screened. 

(2) What arrangements will be made to assure 
that those persons who have been screened will be in-
formed as to the need for further medical and health care 
evaluation or treatment.  

k. Why alternate screening methods, not requiring 
use of x-ray machines, are not acceptable. 

1. Who will conduct the screening (operators) and 
their qualifications, with complete information pertaining 
to the operators including their formal training and spe-
cifically describing any licenses, registration or other au-
thority held from Minnesota or other state or federal 
agencies or professional associations.  

m. Who will supervise the operators conducting the 
screening, with complete information pertaining to the 
supervisor's qualifications and specifically describing any 
licenses, registration or other authority held from Minne-
sota or other state or federal agencies or professional 
associations. The method of supervision shall be specified.  

KEY: Existing rules arc printed in standard type face, with strike e4s to indicate deleted language and  underlining  to indicate new 

language. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 

underlining in adopted rules indicate changes from proposed to adopted language. 
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MilD 181 

n. What equipment will be used in connection 
with the screening, and whether it complies with Minne-
sota law and regulations and whether such equipment 
has been inspected, licensed or approved in any other way 
by a Minnesota agency, or by any other state or federal 
agency. 

o. Any other information requested by the Com-
missioner which he deems necessary to enable him to de-
termine whether or not the proposed x-ray exposure the 
subjects of the screening will receive is a justified public 
health measure, the benefit of which outweighs the poten-
tial detriment of x-ray exposure. The Commissioner may 
request the submission of additional information and 
data subsequent to the submission of the original applica-
tion. The Commissioner may deny approval of any request 
to perform screening as specified in MI-ID 181 (h) (1)d.  
if the applicant fails to or refuses to submit all requested 
data. 

4. Approval of changes in screening program. It is 
the responsibility of the applicant to inform the Commis-
sioner of any changes in its screening program from that 
which is described in the application and receive Com-
missioner approval of such changes prior to commence-
ment of the screening program.  

MHD 181 H.5., Violations, is amended as follows: 

5. Violations. 

a. General. 3  If in the opinion of the Commis-
sioner, it is necessary to do so to protect persons from 
hazards of radiation, an injunction or other court order may 
be obtained prohibiting any violation of any provision 
of any regulation or order issued thereunder. Any person 
who willfully violates any provision of any regulation 
or order issued thereunder may be guilty of a crime, and, 
upon conviction, may be punished by fine or imprison-
ment or both, as provided by law. 

b. Commissioner approved screening. 

(I) The Commissioner or his representative 
may inspect the screening program while in progress to 
assure that it is being carried out as described in the ap-
plication and in compliance with Minnesota Rules MHD 
181-186 relating to ionizing radiation.  

(2) Approval may be withdrawn immediately if 
after an inspection the Commissioner finds the existence 
of conditions which would result in serious overexposure.  
All screening procedures shall be terminated immediate-
ly upon receipt of the written notice of existence of such 
overexposure. The applicant may request a contested case 
hearing within five days after receipt of the notice, pro-  

vided, however, the request for hearing does not stay the 
Commissioner's order of immediate cessation of the 
screening program. The hearing shall be scheduled within 
ten days of receipt of the request for the hearing.  

(3) Approval may be withdrawn if after an in-
spection the Commissioner finds discrepancies between 
the screening program as implemented and as described 
in the application or for violation of Minnesota Rules 
MHD 181-186 relating to ionizing radiation. A hearing 
shall be held if requested by the applicant within three 
days after the receipt of the notice of withdrawal of ap-
proval. The hearing may be held upon granting the ap-
plicant three days notice. If a hearing is requested, with-
drawal of approval shall not take effect until a final order 
is issued by the Commissioner.  

Appendix A  
Population Exposure to X-Rays U.s. 1970  

Estimated mean exposure per film by type of radiographic examination 

Milliroentgens  
Type of Examination 
	

(at skin entrance) 
Head and Neck 
	

300 
skull 
	

330 
cervical spine 
	

240 
examinations of head and neck, n.e.c. 	 330 

Thorax 
	

(not given)  
chest, photofluorographic 

	
(not given)  

chest, radiographic 
	

44 
shoulder 
	

260 
thoracic spine and cervical spine 

	
980 

exanis of chest or thorax,  n.e.c. 	 1,520  

Abdomen 
	

960 
Upper abdomen 
	

960 
cholecystography or cholangiogram 

	
620 

lumbar spine or dorsolumbar spine 
	

1,920  
upper gastrointestinal series 

	
710 

gastrointestinal,  n.e.c. 	 920 
upper abdomen,  n.e.c. 	 1240  

Lower abdomen 
	

970 
barium enema 
	 1,320 

abdomen, KUB, flat plate 
	

670 
intra or retrograde pyelogram 	 590 
pelvis or lumbo-pelvic 
	

610 
lumbosacral or sacral spine 

	
2,180  

hip 	 560 
lower abdomen, n.e.c. 	 850 

Extremities 
	 too 

Upper extremities 
	

90 
hand and/or wrist 
	

100 
forearm or elbow 
	

60 
upper extremities,  n.e.c. 	 90 

Lower  extremitieE 
	

110 
ankle 
	

140 
foot and toes or hee! 
	

120 
knee 
	

110 
tibia and fibula 
	

40 
femur or entire leg 
	

120 
lower extremities, n.e.c. 	 140 

More than one body area 
	

500 
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Type of exam/projection  

Chest (P/A)  
Skull (Lateral) 
ABD. (KUB) (A/P)  
Retr. Pyclo. (AlP) 
Thor. Spine (AlP)  
Cervical Spine (A/P)  
Lum - Sac Spine (A/P) 
Full Spine (A/P)  
Feet (D/P)  
Dental B.W. Post  
Dental Periapical 
Dental Ceph. (Lateral)  

Exposure at skin 
entrance (mR) 

23.0 
276.0  
652.9  
847.9  
851.3  
302.9  
888.6  
306.6 
202.5  
506.8  
698.3  

31.8 

I. The estimated mean exposure  per film by type of radiographic 
examination specified in this publication is reproduced in Appendix A.  

2. The weighted mean indexes by type of exam/projection specified 
in this publication are reproduced in Appendix B.  

RULES 	

S Appendix B  
Nationwide Evaluation of X-Ray Trends  

Weighted mean indexes by type of exam/projection 

MWCC 2 
3. This subsection (i.e.,  MHD 181 H.5.a.)  already existes in the rules 

and is not being amended except by being designated as subparagraph 
"a. General". 

    

Metropolitan Waste Control 
Commission 

Adopted Rule Establishing an 
Industrial Cost Recovery System 

The rule published atStare Register Vol.2, No. 11, p.  518, 
September 19, 1977 (2 S.R. 518), is adopted and is identi-
cal in every respect to its proposed form, with the following 
amendment: 

MWCC 2 Rules for industrial cost recovery system. 

K. €geee d+4e The I€R systeffi shall take effect ea 
JaffHafy -l- 498- 

KEY: Existing rules arc printed in standard type face, with it^ike ett+s to indicate deleted language and underlining  to itidicate new 
language. Strike outs and utiderlitiing in proposed rules indicate changes from original to proposed new language. Strike outs and 
underlining in adopted rules indicate changes from proposed to adopted language. 
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Department of Revenue 	S 
Proposed Amendments Governing 

Sales and Use Tax 

Notice of Hearing 

Notice is hereby given that a public hearing in the 
above-entitled matter will be held in the Hearing Room, 
Office of Hearing Examiner, Room 300, 1745 University 
Avenue, St. Paul, on February 7 and 8, 1978, commencing 
at 9:30 a.m., and continuing until all persons have had an 
opportunity to be heard. 

All interested or affected persons will have an opportu-
nity to participate. Statements may be made orally and writ-
ten materials may be submitted at the hearing. In addition, 
written materials may be submitted by mail to Peter C. 
Erickson, Office of Hearing Examiners, 1745 University 
Avenue, St. Paul, Minnesota, 55104, telephone (612) 296-
8118, either before the hearing or within 20 days after the 
close of the hearing. 

The proposed rules, if adopted, would incorporate 
amendments to the sales and use tax statutes and court deci-
sions since 1974. Generally, the amendments are proposed 
as clarification to existing rules with additional examples for 
illustrative purposes. New rules are being proposed in Chap-
ter Four: Exemptions, covering taconite plants and senior 
citizen organizations. New rules are also being proposed for 
Chapter Six: Specific Business and Activities, covering ad-
vertising signs and billboards, aircraft registration, iron 
mining, and automatic data processing. The numbering of 
the rules has been conformed to the requirements of the 
State Register. 

Amendments are proposed to clarify the definition of a 
''person;" leases subject to tax; producing, fabricating; 
printing or processing of property furnished by consumer; 
meals and drinks; admissions; building materials; property 
taken in trade; allowable and nonallowable deductions in 
computing sales price. 

The rules pertaining to application for and revocation of 
sales tax permit are to be amended if the proposed rules are 
adopted. Clarification of exemption and direct pay cer-
tificates is also proposed. 

Definitions and examples of the following are included: 
collection of use tax; exemptions for dental braces; gifts; 
clothing; property used in agriculture; isolated or occasional 
sales; and charitable, religious, and educational organiza-
tions. Amendments are proposed to update the procedures 
for claiming refunds and penalties, interest, and privacy 
procedures. 

PROPOSED RULES 
Pursuant to the provisions of Minn. Stat. § 15.0411 to 15.052, the 

State Register publishes notices of hearing on proposed new or amend. 
ed rules, including the full text of the new or amended rules, includ-
ing the full text of the new or amended rule proposed for adoption, 
at least 30 days before the date set for the hearing. 

Pursuant to Minn. Stat. § 15.0412, subd. 4, an agency may, with 
approval of the chief hearing examiner, incorporate by reference into 
the text of a rule, provisions of federal law, or rule, or other ma-
terial which are 3000 words or more in length or would require five 
or more pages of print in the State Register and which are convenient-
ly available to interested persons. 

Pursuant to Minn. Stat. § 15.0412, subd. 5, when a statute, fed-
eral law or court order to adopt, suspend, or repeal a rule does 
not allow for the usual rulemaking process, temporary rules may be 
proposed. Proposed temporary rules are published in the State Reg-
ister, and for at least 20 days thereafter, interested persons may 
submit data and views in writing to the proposing agency. 
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In the area of specific business activities, amendnients are 

proposed to the rules dealing with commercial artists and 
photographers and persons selling or renting mobile homes 
or house trailers. 

Copies of the proposed rules are now available and one 
free copy may be obtained by writing to Don Mundahl, 
Director, Sales and Use Tax Division, 9th Floor, Capitol 
Square Building, 550 Cedar Street, St. Paul, Minnesota, 
55101. Additional copies will be available at the door on the 
date of the hearing. The agency's authority to promulgate 
the proposed rules is contained in Minnesota Statutes, Sec-
tion 297A.29. 

Notice: All persons have the right to be notified of the 
date on which the Hearing Examiner's Report will be avail-
able, after which date the agency may not take any final 
action on the rules for a period of five working days. All 
persons have the right to be informed of the date on which 
the hearing record has been submitted to the Attorney Gen-
eral by the agency. If you desire to be so notified, you may 
do so by so indicating at the hearing or by written request 
sent to the Hearing Examiner prior to the close of the 
record. 

Notice is hereby given that 25 days prior to the hearing a 
statement of need and reasonableness will be available for 
review at the agency and at the Office of Hearing Examin-
ers. This statement of need and reasonableness will include 
a summary of all of the evidence which will be presented by 
the agency at the hearing justifying both the need for and the 
reasonableness of the proposed rules. Copies of the state-
ment of need and reasonableness may be obtained from the 
Office of Hearing Examiners at a minimal charge. 

Please be advised that pursuant to Minn. Stat. § 1OA.0l, 
subd. II (1974) any individual engaged for pay or other 
consideration for the purpose of representing persons or 
associations attempting to influence administrative action, 
such as the promulgation of these rules, must register 
with the Ethical Practices Board as a lobbyist within five 
days of the commencement of such activity by the in- 
dividual. 	 Arthur C. Roemer 

Commissioner of Revenue 
Rules as Proposed 
Tax S&U 101 Person. The term "person", as defined in 
Minn. Stat. § 297A.0l, subd. 2, includes the plural as well 
as the singular. The phrase "any other group or combina-
tion, officers, directors and agents of a corporation or associ-
project as well as those engaged in continuous or recurring 
activities. An example of such a group might be the faculty 
of a public school producing a play for the purpose of rais- 

Tax S&U 104 
ing funds to be used for scholarships. Such a group of 
teachers is considered to be a person within the meaning of 
this regulation. 

The term includes not only natural persons or individuals 
but all forms of organizations, associations, partnerships, 
trusts, cooperatives and municipal corporations. In addi-
tion, officers, directors and agents of a corportion or associ-
ation are included in the definition, as well as agents of 
individuals. 

The term ''person'' also includes manufacturer's repre-
sentatives, eonsignees, and brokers.  

The term "trustee", as used in Minn. Stat. § 297A.0l, 
subd. 2, includes a trustee or receiver appointed by a Fed-
eral court exercising jurisdiction over the estate of a bank-
rupt. 

Tax S&U 104 Leases. 

A. In general. Any item which is taxable if sold is also 
taxable if leased. If an item is contracted for lease in Min-
nesota and physical possession of the item by the lessee 
occurs in Minnesota, a taxable transaction has occurred 
even if the lessee removes the property from the State for 
personal use. However, leased property which will be used 
in a trade or business outside Minnesota by the lessee with-
out any intermediate use in Minnesota, and which will not 
be returned to Minnesota except in the course of interstate 
commerce, is exempt from tax.  

a3 lit geneial Whethec the Ieasia ef peseae 
eesty eanstitutes a sale within t'eseta is detennined 

by the sites ef the pepe#y lease4 and net by the state 
whefein the een+faet was e*eeeted ei' by the state w4tefein 
lease payffients ae made eetien^ see fb) belew fef ElfWe 
+t yeefSelf ebieles. ete 

All payments made pursuant to leases of tangible per-
sonal property, including mobile equipment such as motor 
vehicles, trailers and contractor's equipment, constitute 
sales made in Minnesota if such property is either garaged 
or principally used, including use thereof in interstate com-
merce for delivery or other temporary purpose outstate, by 
the lessee at or from a Minnesota situs of the lessee. 

Example 1. Motor Freight Line, a Minnesota Company, 
leases ten tractor-trailers from Leasing Company. The con-
tract is signed at the Minnesota office of Motor Freight 
Line, and all payments under the lease are made from this 
office. Motor Freight Line uses seven of the tractor-trailers 

KEY: Existing rules are printed in standard type face, with s4i4ke es to indicate deleted language and underlining to indicate new 
language. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 
unclerlini ng in adopted rules indicate changes from proposed to adopted language. 
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S to haul freight in interstate commerce to and from its Min-
nesota freight depot. The remaining three tractor-trailers are 
used to haul freight in interstate commerce to and from 
Motor Freight Line's depot in Illinois. From time to time, 
the three tractor-trailers enter Minnesota in the course of the 
normal interstate commerce activities of Motor Freight 
Line. The lease price attributable to the seven tractor-trailers 
used to haul freight to and from the Minnesota freight depot 
constitutes a Minnesota sale. The lease price of the remain-
ing three tractor-trailers does not constitute a Minnesota 
sale. 

Example 2. Amalgamated Contractors, a Minnesota 
company, leases a heavy-duty crane for a construction job 
in Iowa on a monthly basis. The payments are made by 
Amalgamated to the lessor in Iowa. Subsequently, Amal-
gamated secures a construction contract in Minnesota and 
transfers the crane to the Minnesota site on June 15, 1968. 
leftse aymeftts due while the eane is 4eetted i+ M4neseta 
Fepfesent Mimiese sales a#heagh sueh paymcHts eeiime 
e be ffiulde sa lewa Lease payments due while the crane 

is located in Minnesota are subject to Minnesota Use Tax 
although such payments continue to be made in Iowa.  

Example 3. Peter Smith, a resident of Fargo, North 
Dakota, leases a chain saw from XYZ Rental-All, an 
equipment leasing firm, with an office only in Moorhead,  
Minnesota. Mr. Smith intends to use the saw at his resi-
dence in Fargo, and takes possession of the saw from the 
rental firm in Minnesota. A Minnesota Sales Tax is due and 
payable on this transaction.  

B. Leases of drive-it-yourself automobiles, trailers or 
other vehicles. N Thssiidig the pftwisiefis ef( above, 
all All lease payments made pursuant to leases executed 
in Minnesota for drive-it-yourself automobiles, trailers or 
other vehicles on a mileage, hourly or other time basis are 
taxable, irrespective of whether such vehicles are to be used 
exclusively in Minnesota or are to be used in other states. 
Thus, where the lessee delivers the vehicle to the lessor in a 
state other than Minnesota, either by express agreement 
with the lessor or without securing prior consent, a lease 
payment made to the lessor in such other state constitutes 
consideration for a Minnesota sate. 

All lease payments made in Minnesota pursuant to leases 
executed instates other than Minnesota for drive-it-yourself 
automobiles, trailers or other vehicles on a mileage, hourly 
or other time basis do not constitute consideration paid for a 
Minnesota sale. Consequently, such payments are not sub-
ject to the Minnesota Sales and Use Tax. 

Example 1. Rental Agency, located in Minnesota, leases 
an automobile to "X''. Thereafter, ''X'' drives the au-
tomobile to Minnesota and returns the automobile to Rental 
Agency's office in Los Angeles, and there pays the total 
lease charge of $280.00. The lease charge constitutes a sale  

in Minnesota, and Rental Agency is required to include the 
entire $280.00 in its gross receipts subject to tax. 

Example 2. Rental Agency located in New York leases 
an automobile to "Y". Thereafter, "Y'' drives the au-
tomobiel to Minnesota and returns the automobile to Rental 
Agency's office in this State, and there pays the total lease 
charge of $150.00. No part of the $150.00 payment is sub-
ject to the Minnesota sales or use tax. 

C. Rentals of equipment. Contractors on occasion rent 
equipment temporarily idle to other contractors for short 
periods of time. Such rentals should be deemed to be occa-
sional sals unless there are other factors which indicate 
clearly that the contractor leasing the equipment. 

Indications that a contractor is in the business of renting 
equipment include, but are not limited to, the following: 

I. The equipment is advertised as available for rent. 

2. The contractor otherwise actively solicits rental 
business. 

3. The equipment owned or otherwise controlled by 
the contractor is niaterially in excess of the amount normally 
required by him in the performance of his construction con-
tracts over an extended period of time. 

4. The contractor regularly leases or rents equipment 
to others for extended periods of time. 

D. Services of an operator furnished with rentals of 
equipment. 

I. Certain types of equipment are only available with 
the services of an operator. For example, the hiring of a 
taxicab involves the concurrent hiring of a taxicab driver. 
The same is true with respect to bus companies and com-
mercial airlines. The primary or chief activity of the taxicab 
company, or the bus line, or the airline, is furnishing tans-
portation. services. For all practical purposes, one cannot 
hire a taxicab or a bus or a commercial airline without 
accepting the services of a licensed operator. Consequently, 
the gross receipts from such transactions are not considered 
sales under Minn. Stat. § 297A.Ol, subd. 3(a). 

2. There are enterprises which lease equipment either 
with or without operators. For example, a lessor of transport 
trucks will furnish a driver if the lessee so requests, or a 
lessor of heavy equipment will furnish an operator for a 
crane or caterpillar. 

When a driver or operator is furnished along with the 
equipment, the lessor, by his employee or agent, retains 
control of the equipment. Accordingly, the lessor is consid-
ered to be furnishing a service rather than leasing the 
equipment, and the transaction is not considered to be a sale 
under Minn. Stat. § 297A.0l, subd. 3(a). 
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When a lessor utilizes equipment in furnishing such non-

taxable services, no exemption for the purpose of resale is 
allowed on purchases of such equipment. 

3. On occasion, an employee may use his own pickup 
truck to transport tools on behalf of his employer from one 
site to another. If the employee is not engaged in the busi-
ness of leasing his truck, the transportation of the tools is, in 
effect, a service performed by him at the request of his 
employer. Any reimbursement to him is deemed to be non-
taxable. 

E. Additional items or services furnished in connection 
with leases of drive-it-yourself equipment. If a lessor, in 
addition to granting a license to use or right of possession of 
leased property, contracts to furnish other items or services 
such as gasoline, oil, lubrication, maintenance (including 
replacement parts and labor for installation thereof or for the 
repair of the property in question), license fees, highway 
use taxes, and insurance, the deductibility of such items will 
be deterniined under the following rules: 

I. Items deductible from the lease price are gasoline, 
maintenance labor, public liability insurance, license fees 
and highway use taxes. 

If these items are separately stated by description in the 
lease agreement and by specific amounts in either the lease 
agreement, billing or invoice, they may be deducted in 
determining the amount of the lease paynient subject to tax. 
If such items are separately stated by description only and 
without specification of amounts, a percentage of up to '/ of 
the lease payment may be deducted in determining the 
amount of the payment subject to tax, provided that the 
lessor has records that substantiate the accuracy of the per-
centage used. 

2. Where the lease agreement does not specify such 
items, the entire payment is subject to tax. 

3. Items not deductible under any circumstances are 
oil or lubrication, re!acement parts and collision and com-
prehensive insurance. 

F. Maintenance labor - lump sum contract. Where 
under the terms of a contract a lessor of tangible personal 
property other than motor vehicles agrees to provide full 
maintenance of such property and the periodic payment is a 
single sum covering both rental of the property and the 
maintenance service, a portion of such suni may be deemed 
a charge for maintenance labor and deducted in determining 
the amount of the payment subject to tax. The deduction 

Tax S&U 104 

shall be at the lessor's cost for such labor based on actual 
experience. 

G. Leases to electing common motor  carrier. Effective 
July 1, 1971, common motor  carriers may elect under pro- 
visions of Minn. Stat. § 297A.211 to pay directly to the 
Commissioner of Revenue the tax due on the leasing of 
certain mobile transportation equipment and accessories 
used in interstate commerce. Lessors of such property need 
not collect the tax from the electing carriers who have been 
issued a common motor carrier direct pay certificate. See 
Tax S&U 212 for rules relating to the common motor 
carrier direct pay certificate and describing the property 
for which the payment of tax by the lessee may be deferred. 

H. Leases to a joint venture. Charges for equipment fur-
nished to a joint venture by the individual participants are 
not subject to the tax. Such charges are made for the pur-
pose of allocating credit to the different members for provid-
ing the equipment. 

I. A lease as distinguished from a conditional sales con-
tract. 

1. Whatever interest is obtained by a lessee or pur-
chaser is acquired under the terms of the agreement itself. 
Whether an agreement, which in form is a lease, is in sub-
stance a conditional sales contract depends upon the intent 
of the parties as evidenced by the provisions of the agree-
ment read in the light of the facts and circumstances existing 
at the time the agreement was executed. In ascertaining such 
intent no single test, or any special combination of tests is 
absolutely determinative. No general rule, applicable to all 
cases, can be laid down. Each case must be decided in the 
light of its particular facts. In the absence of compelling 
persuasive factors of contrary implication, an intent war -
ranting treatment of a transaction for tax purposes as a 
purchase and sale rather than as a lease or rental agreement 
may in general be said to exist if one or more of the follow-
ing conditions are present: 

a. Portions of the periodic payments are made spec i-
fically applicable to an equity to be acquired by the lessee. 

b. The lessee will acquire title upon the payment of 
a stated amount of "rentals'' which under the contract he is 
required to make. 

c. The total amount which the lessee is required to 
pay for a relatively short period of use constitutes an inordi-
nately large proportion of the total sum required to be paid 
to secure the transfer of the title. 

IE\': Existing rules are printed in standard type face. with s4+ke etits to indicate deleted language and underlining  to indicate new 
antzuae. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 

underlinim in adopted rules indicate changes from proposed to adopted language. 
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d. The agreed "rental" payments materially exceed 
the current fair rental value. This may be indicative that the 
payments include an element other than compensation for 
the use of property. 

e. The property may be acquired under a purchase 
option at a price which is nominal in relation to the value of 
the property at the time when the option may be exercised, 
as determined at the time of entering into the original 
agreement, or which is a relatively small amount when 
compared with the total payments which are required to be 
made. 

f. Some portion of the periodic payments is speci-
fically designated as interest or is otherwise readily recog-
nizable as the equivalent of interest. 

2. These agreements are generally cast in the form of 
chattel leases and vary greatly. An appropriate pattern is 
discernible, however, and many of the agreements may be 
loosely defined and grouped as follows: 

a. Short-term agreements which usually concern 
mobile equipment or relatively small articles of equipment. 
The ''compensation for use'' provisions in these agreements 
are usually expressed in terms of an hourly, daily, or weekly 
rental, and the rental rates are relatively high in relation to 
the value of the article. There may be an option to purchase 
the equipment at a price fixed in advance which will approx-
imate the fair market value of th equipment at the time of 
the election to exercise the option. In this type of agree-
ment, all costs of repairs, maintenance, taxes, insurance, 
etc., are obligations of the lessor. 

b. Agreements entered into by taxpayers engaged in 
the business of leasing personal property to others either as 
their principal business activity or incidental thereto. Under 
the terms of these agreements the amounts payable, called 
rental rates, are ordinarily based on normal operations or 
use, plus a surcharge for operations in excess of the normal 
stated usage. In some instances the rental is based on units 
produced or mileage operated. Termination of the agree-
ment at stated periods is provided upon due notice by either 
party. If the agreement includes an option to purchase, the 
option price has no relation to the amounts paid as rentals. 

c. Agreements providing for a ''rental'' over a 
comparatively short period of time in relation to the life of 
the equipment. The agreed "rental'' payments fully cover 
the normal purchase price plus interest. Title usually passes 
to the lessee upon the payment of a stated amount of 
''rental'' or on termination of the agreement upon the pay-
ment of an amount which when added to the "rental" paid 
approximates the normal purchase price of the equipment 
plus interest. 

d. Agreements which provide for the payment of 
"rental'' for a short original term in relation to the expected  

life of the equipment, with provision for continued use over 
substantially all of the remaining useful life of the equip-
ment. During the initial term of the agreement, the "rental'' 
approximates the normal purchase price of the equipment, 
plus interest, while the "rentals'' during the remaining term 
or renewal period or periods are insignificant when com-
pared to the initial rental. These agreements may or may not 
provide for an option to acquire legal title to the equipment 
upon the termination of the initial period or at any stated 
time thereafter. 

e. Agreements similar to the arrangement in d. 
above, but with the added factor that the manufacturer of the 
equipment purports to sell it to a credit or finance company, 
which either takes an assignment of such an existing agree-
ment with the user or itself later enters into such agreement 
with the user. In some instances, the lessor may be a trustee 
acting for or on behalf of the original vendor. 

3. The fact that the agreement makes no provision for 
the transfer of title or specifically precludes the transfer of 
title does not, of itself, prevent the contract from being held 
to be a sale of an equitable interest in the property. 

4. Conditional sales of personal property are, in gen-
eral, recordable under the various State Recording Acts if 
the vendor wishes to protect its lien against claims of cred-
itors. However, the recording or failure to record such a 
sales contract is usually discretionary with the vendor and is 
not controlling insofar as the essential nature of the contract 
is concerned for tax purposes. 

5. Agreements are usually indicative of an intent to 
rent the equipment if the rental payments are at an hourly, 
daily, or weekly rate or are based on production, use, 
mileage, or a similar measure and are not directly related to 
the normal purchase price, provided, if there is an option to 
purchase, that the price at which the equipment may be 
acquired reasonably approximates the anticipated fair mar-
ket value on the option date. Thus, agreements of this type 
described in paragraph 2a. and b. above, will usually be 
considered leases, in the absence of other facts or circum-
stances which denote a passing of title or an equity of inter-
est to the lessee. 

6. In the absence of compelling factors indicating a 
different intent, it will be presumed that a conditional sales 
contract was intended if the total of the rental payments and 
any option price payable in addition thereto approximates 
the price at which the equipment could have been acquired 
by purchase at the time of entering into the agreement, plus 
interest and/or carrying charges. Agreements of the type 
described in paragraph 2c., above, will generally be held to 
be sales of the equipment. 

7. If the sum of the specified ''rentals'' over a rela-
tively short part of the expected useful life of the equipment 
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S approximates the price at which the equipment could have 
been acquired by purchase at the time of entering into the 
agreement, plus interest and/or carrying charges on such 
amount, and the lessee may continue to use the equipment 
for an additional period or periods approximating its remain-
ing estimated useful life or relatively nominal or token pay-
ments, it may be assumed that the parties have entered into a 
sale contract, even though a passage of title is not expressly 
provided in the agreement. Agreements of the type de-
scribed in paragraph 2d. and e., above, in general will be 
held to be sales contracts. 

J. Time of incidence of tax. A lease of tangible personal 
property is a series of transactions in time units defined by 
the agreement of the parties. Gross receipts generated 
therefrom are taxable at the rate in effect at the time the 
obligation to pay becomes fixed under the agreement, and 
not at the time the payment must be or is in fact made. The 
initial obligation to pay becomes fixed upon the transfer of 
possession of the tangible personal property unless the 
agreement specifically sets forth another time. Subsequent 
obligations to pay become fixed either by the terms of the 
agreement, trade practices of the lessor, or practice in a 
course of dealing. 

A lease of tangible personal property normally imposes 
upon the lessee multiple obligations. Each of these obliga-
tions may be treated separately by the agreement. The inci-
dence of taxation upon each payment under the agreement 
will be determined by the obligation for which payment is 
made and the time at which such obligation to pay in fact 
arose. 

Some obligations to pay arise by the execution of an 
agreement while other obligations arise by reason of the 
voluntary activities of the parties during the term of the 
agreement. For example, the lease of an automobile for a 
fixed period of months may give rise to an unconditional 
obligation to pay a minimum monthly amount and an addi-
tional obligation to pay for all miles driven in excess of a 
specified amount. In such case the incidence of taxation on 
the minimum monthly amount would be determined at the 
time of transfer of possession while the incidence of taxa-
tion on the amount for excess mileage would be determined 
when the excess mileage was driven. 

Tax S&U 107 Producing, fabricating, printing or 
processing of property furnished by consumer. Where a 
consumer, either directly or indirectly, furnishes material or 
other components of a product, the sale of which is taxable 
under the Sales and Use Tax Law, the production, fabrica-
tion or processing of such property for such consumer is a 

Tax S&U 107 
sale under Minn. Stat. § 297A.Ol, subd. 3(b). Producing, 
fabricating and processing include any operation which re-
sults in the creation or production of tangible personal prop-
erty, or which is a step in a process or in a series of opera-
tions resulting in the creation or production of tangible per-
sonal property. 

Application of labor to tangible personal property so that 
such property may continue to be used in the same form and 
for the purpose for which acquired represents repairs and 
does not constitute producing, fabrièating or prossing of 
property. Where the expediture is made for the Purpose of 
modifying, altering or assembling it in some other manner, 
the application of labor thereto represents a sale under the 
provisions of Minn. Stat. § 297A.Ol, subd. 3(b). 

Example 1. Customer enters into agreeicnt with up-
holsterer whereby latter will remove old fabric from Cus-
tomer's living room sofa and replace it with fabric chosen 
by Customer. The cost agreed upon is $300.00. Service 
charges are $150.00, with remaining $150.00 representing 
the cost of the materials. As the reupholstering repair per-
mits Customer to continue to use sofa for the purpose for 
which acquired, only the $150.00 for material represents a 
sale, provided the charges for materials are billed sepa-
rately, and that such charges represent a reasonable sales 
price for such material were it purchased without the service 
charge for reupholstering. If Customer had furnished his 
own material, no sale would have resulted. 

Example 2. Customer furnishes material which is 
thereafter produced into a slipcover for sofa. The charge for 
producing the slipcover is a sale in accordance with Minn. 
Stat. § 297A.0l, subd. 3(b), since it results in the modifica-
tion of tangible personal property. If Customer had pur-
chased material from the upholsterer, the entire cost to Cus-
tomer would be a sale. 

Example 3. Custom sawing of logs by a saw mill where 
logs are furnished by the customer constitutes a sale. 

Example 4. Developing prints of home movies or stills 
for customers who furnish the exposed film constitutes a 
sale. 

Example 5. Printing on paper stock furnished by custom-
ers constitutes a sale. 

Example 6. Reproducing copies of typewritten or printed 
matter on a stock furnished by customers constitutes a sale. 

Example 7. Recapping of a tire carcass supplied by the 
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customer is a repair. If the materials and labor are separately 
stated, only the material portion is taxable. If no separation 
is shown on the invoice, the entire amount is taxable. These 
rules apply even though the new cap is of a different tread 
design, i.e. a snow tread cap applied over a summer tread, 
or vice versa, If a carcass is traded in for a recapped tire, the 
entire charge, less allowance for the trade-in is taxable. (See 
Tax S&U 115) 

Example 8. Cutting and milling charges by a lumberyard 
or woodworking shop, and pipe cutting or threading charges 
by a hardware store or plumbing shop are taxable whether 
the materials are supplied by the buyer or the seller. 

Example 9. Engraving of an item furnished by the cus-
tomer is considered a service not subject to tax. This "serv-
ice engraving" is to be differentirted from "product engrav-
ing'' which is taxable. "Product engraving'' is billed along 
with or included in the sales price by the seller at the time 
the item is sold. 

Example 10. The entire amount charged for the initial 
electroplating, heat treating or painting of tangible personal 
property furnished by the customer is taxable as fabrication 
labor. 

Example II. Collating and assembling done by stapling 
or using a similar process affixing items together is taxable.  
The punching, assembly, stamping, burning, electro-
plating, etc. of goods supplied by a customer is taxable. 

Example 12. A locksmith changes a combination on 
a safe or changes the tumblers in a lock so that a different 
key must be used. The transaction is considered to be a 
non-taxable service and the locksmith is required to pay 
the sales or use tax on his purchases of the parts and ma-
terials used to perform such service. However, retail sales 
of keys and parts which are billed separately are taxable.  

€*isthig Tux S&U 9 is sttpefseded y the fel4ewing: 

Tax S&U 108 Meals and drinks. 

A. In general. Under Minn. Stat. § 297A.0l, subd. 
3(c), the furnishing, preparing or serving for a considera-
tion, of food, meals or drinks is a taxable sale. However, 
such taxable sales do not include (1) furnishing, prepar -
ing or serving of food, meals or drinks by hospitals, sani-
tariums, nursing homes or senior citizens' homes; (2) 
serving of meals and lunches at public and private schools, 
universities or colleges; and, (3) the furnishing, preparing 
or serving of an occasional meal by a charitable or church 
organization; or (4) meals or drinks purchased for and 
served exclusively to individuals who are 60 years of age 
or over and their spouses or to the handicapped and their 
spouses by governmental agencies, nonprofit organizations, 
agencies, or churches or pursuant to any program funded  

in whole or part through 42 USCA sections 3001 through 
3045, wherever delivered, prepared or served.  

B. Criteria for determining taxability. Whether a particu-
lar transaction constitutes the furnishing, preparing or serv-
ing of food, meals or drinks under Minn. Stat. § 297A.0l, 
subd. 3(c), and thus is taxable, or whether it constitutes the 
sale of food products under Minn. Stat. § 297A.25, subd. 
1(a), and thus is exempt, will depend upon a number of 
factors set forth below. For purposes of brevity and con-
venience, the furnishing, preparing or serving of food, 
meals or drinks taxed under Minn. Stat. § 297A.Ol, subd. 
3(c) will be referred to as sales of "taxable food'', and sales 
of food products exempted under Minn. Stat. § 297A.25, 
subd. 1(a) will be referred to as sales of "exempt food". 
Food prepared for immediate consumption, that is, food 
which will ordinarily be consumed without delay and with-
out further preparation or storage, is generally described as 
a "meal''. ''Drinks'' are generally thought of as alcoholic 
or other prepared liquids. 

1. As a general rule, a sale of "taxable food" occurs 
when any of the following conditions exist: 

a. The vendor is in the business of selling ''meals'' 
or ''drinks''; 

b. The food sold is ready for immediate consump-
tion; 

c. The food sold is usually consumed on the ven-
dor's premises; or 

d. The vendor furnishes tables, counters, chairs, 
trays, glasses, cups, dishes or other eating utensils. 

2. As a general rule, a sale of "exempt food'' occurs 
only if all of the following conditions exist: 

a. The food is sold in an unheated state; 

b. The food is of a type commonly sold in food 
stores such as supermarkets and grocery stores, which are 
not engaged in the prepared food business; 

c. The food is sold in the same form, condition, 
quantities and packaging as commonly sold in food stores; 
and 

d. The food is of a type not otherwise taxable when 
sold by food stores. 

3. Generally, food will be "taxable food'' when fur-
nished, prepared or served by restaurants, cafeterias, delica-
tessens, lunch counters, coffee shops, snack bars, eating 
houses, hotels, motels, lodging houses, drug stores, diners, 
bars, vending machines, drive-ins, mobile sales units, 
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S clubs, caterers, and similar businesses, including all those 
required to be licensed as eating places under Section 
157.03, regardless of whether or not meals or drinks are 
served regularly to the public by such vendors. 

4. Food items which are ordinarily sold for immediate 
consumption will be "taxable food" where sold on a ''take 
out" or "to go" order, packaged or wrapped, and taken 
from the premises for consumption elsewhere. However, 
soft drinks in large unopened containers (e.g. quart, gallon, 
carton, etc.) and prepackaged ice cream (e.g. pint, quart, 
gallon or larger), whether packaged by the vendor or his 
supplier, are sales of ''exempt food", since, because of the 
volumë'and packaging, they are not ready for immediate 
consumption and are not customarily consumed on or near 
the vendor's premises. 

5. Heated food or drink, regardless of form, condition, 
quantities and packaging is "taxable food''. Chicken, bar-
becued spareribs, fish, spaghetti, pizza, chow mein, french 
fries, coffee, tea, etc., are "taxable food'' whether sold by 
restaurants, caterers, food stores or vending machines. 

6. Cold sliced roast beef, corned beef, ham cold cuts, 
etc., although already cooked and ready to be eaten, are 
"exempt food", provided they are sold in the same form, 
condition, quantities and packaging commonly used by food 
stores, i.e., by the pound weight. Cold salads, beans, cole 
slaw, etc., are ''exempt food", provided they are sold by 
the pound, quart or pint, as in food stores. 

7. Sales of both taxable heated food and exempt un-
heated food in combination are taxable in full if sold as 
plates or packaged as dinners. For example, if an individual 
purchases a quantity of cooked, heated chicken, two quarts 
of potato salad and a pint of cold beans, and a separate 
amount is charged for each item, only the cooked, heated 
chicken will be ''taxable food"; however, if the same items 
are sold in combination for a single unit price, the entire 
combination is "taxable food". Frozen or other packaged 
combinations of food commonly sold by food stores are 
''exempt food''. 

8. Pretzels, potato chips, pies, frozen ice cream sun-
daes and popsicles are ''exempt food'' when they are of the 
same type, and are sold in the Same form, condition, quan-
tities and packaging as they are commonly sold in food 
stores. For example, all beverages dispensed in cups and 
milk sold in half-pint or one-third-quart containers are "tax-
able food" because food stores do not commonly sell bev-
erages in cups or milk in small quantities. Pretzels and 
potato chips are sold by grocery stores in cartons containing 

Tax S&U 108 
six individual, lunch or snack servings and these are exempt 
food; however, a tavern, cafeteria or vending machine sells 
these individual servings separately and as they are not in 
the same quantity and packaging as sold in grocery stores, 
are "taxable food''. 

9. Hand-prepared or dispensed ice cream cones and 
sundaes, from either soft or regular ice cream, are "taxable 
food". 

10. A vendor of "exempt food'' may maintain 
facilities for the serving of "taxable food''. The sales in 
each category must be recorded separately, either by means 
of separate sales areas and separate cash registers, or by 
other appropriate arrangements. For example, Department 
Store sells food products and baked goods at retail, and 
operates a counter nearby where ''meals" are served. The 
retail food section and the lunch counter record sales on 
separate cash registers located in their respective areas. 
Consequently, the food in the retail food section is "exempt 
food'', and the food at the lunch counter is ''taxable food''. 

11. A food store is engaged primarily in the sale of 
"exempt food'' such as meat, fresh vegetables and fruits, 
canned goods, dairy products etc., which the purchasers 
carry away. However, a food store might also prepare "tax-
able food'' on the premises, although there are no facilities 
for consuming it. For example, Supermarket sells chicken 
roasted on a rotisserie on the premises. Because the chicken 
is prepared by the vendor and sold in a heated state, the 
roasted chicken is "taxable food''. However, bakery prod-
ucts, such as doughnuts, bread and pastries prepared and 
sold by food stores and bakeries for home consumption are 
"exempt food". 

12. A vendor engaged principally in the sale of ''taxa-
ble food'' may also sell ''exempt food" when it is sold by 
the vendor in the original or unopened carton. For example, 
a customer orders and eats "taxable food'' on the premises 
of a pancake house and then purchases a container of their 
specially prepared syrup to take home. The sale of the syrup 
is a sale of ''exempt food". 

13. Sales of candy and candy products are sales of 
"exempt food" wherever and by whomever made. 

14. The gross receipts from charges for opening and 
serving of customer furnished beverages i.e., "corkage'' 
constitutes a taxable sale.  

C. Meals at hospitals, sanitariums, nursing homes or 
senior citizens' homes. Meals furnished, prepared or served 
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on the premises of hospitals, sanitariums, nursing homes or 
senior citizens' homes are not taxable, only if they are fur-
nished, prepared or served by such institution. For example, 
the ladies' auxiliary of a hospital operates a coffee shop on 
the premises. Although the ladies' auxiliary is a nonprofit 
organization the food and drinks at the coffee shop are taxa-
ble since they are not furnished, prepared or served by the 
hospital itself. 

"Hospital, sanitarium or nursing home'' means any in-
stitution, place, building.or agency in which accommoda-
tion is maintained, furnished or offered for the hospitaliza-
tion of the sick or injured, maternity care, or for the care of 
three or more aged or infirm persons requiring or receiving 
chronic or convalescent care. The terms do not include 
hotels or other similar places that furnish only board or 
room or both to their guests. 

A senior citizens' home is one that furnishes room, 
board, recreational facilities and nursing attention to per-
sons who have reached the age of 65, or who, for other 
reasons, enter such a home at an earlier age. A senior citi-
zens' home may be operated either for profit or on a non-
profit basis. 

D. Meals at schools. Meals furnished, prepared or 
served at public and private schools, universities or col-
leges are non-taxable. e*eep4 when nen-seheel geaps 
feat 0 pe4ien of the institutions p+emises and piepwe and 
se'e fflef4s thefe Meals sei"'ed'by stteh aen-seheet geas 
afe ta*able eeless exempted by clause (e) as eeeasenaI 
fflewls of charitable e ehtweh ei aaieattens-- Administra-
tive Offices located off the school premises are not con-
sidered part of the school and therefore meals served at 
those offices are taxable.  

A "public school'' is one that furnishes courses of study, 
enrollment and staff that meet the standards of the State 
Board of Education. 

A ''private school" is one that provides an education 
substantially equivalent to that furnished at a public school, 
under the rules and standards of the State Board of Educa-
tion. 

E. Occasional meals by a charitable or church organiza-
tion. 

I. The occasional furnishing, preparing and serving, 
for a consideration of a meal by a charitable or church 
organization is not taxable unless the activity is such that the 
organization is considered to be in the business of furnish-
ing, preparing or serving meals. This provision applies only 
to occasional meals by "charitable or church organiza-
tions" as defined in Tax S&U 415(b) and (c). No provision 
is made for non-taxable occasional meals by educational  

organizations or other non-profit groups such as Boy 
Scouts, American Legion, Jaycees, etc. 

2. Any occasional meal conducted by a charitable or 
church organization either on its property or adjacent thereto 
is not taxable. 

3. When a meal is conducted at a location other than 
its own or adjacent property, and is in operation for two or 
more days consecutively the charitable or church organiza-
tion is in the business of furnishing, preparing or serving 
meals at that location, and the meals there are taxable. 

4. The furnishing, preparing or serving for a consid-
eration of meals by a charitable or church organization de-
scribed in 3. will not affect the non-taxable status of meals 
furnished, prepared and served by the organization on its 
property or adjacent thereto. For example, First Church 
prepares and serves Sunday night suppers once a month for 
a consideration on its own premises. During the State Fair, 
First Church operates a concession on the fair grounds at 
which it prepares and serves meals for a consideration for 
several consecutive days. The meals served at the fair 
grounds are not occasional meals and thus are taxable, but 
the monthly Sunday night suppers are not taxable. 

5. Meals prepared or served by a hotel, catering firm 
or other commercial enterprise for a charitable or church 
organization are not occasional meals. Thus, the considera-
tion paid to the hotel or caterer for such meals by the organi-
zation, its members or the general public is taxable. 

6. When a meal by a charitable or church organization 
is taxable under 3. or 5. or a meal by any other non-profit 
organization is taxable as explained in 1., and the price is in 
excess of the normal selling price of such a meal, and a 
contribution to the organization is intended and is shown 
separately on the tickets or advertising, only the normal 
selling price of the meal is taxable. For example, Political 
Party arranges a $100 per plate dinner at a hotel to raise 
funds. The normal price of the dinner served is $6. The 
taxable sales price is $6 per dinner served; the remaining $94 
is a contribution to Political Party. 

F. Education programs and children's camps. Tuition or 
fees paid for participation in educational programs provided 
by educational institutions or for attendance at children's 
camps licensed under Minn. Stat. § 144.71 through 144.76 
are not sales at retail within the provisions of the Sales and 
Use Tax Law. Such tuition or fees are consideration for 
recreational or educational services rendered and are not 
taxable. 

Educational institutions and children's camps sponsoring 
or fostering such educational or recreational programs are 
not retailers of meals or lodging within the provisions of the 
Sales and Use Tax Law since the meals and lodging pro- S 
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vided are incidental to the recreational and educational pur-
poses of the programs. Consequently, the meals and lodging 
provided, if furnished on the premises of the educational 
institution or children's camp, are not taxable. 

G. Meals furnished to eniployees. If an employer fur-
nishes meals to his employees for a consideration, the trans-
actions are taxable sales. However, if an employer furnishes 
meals to his employees for no consideration, there is no 
taxable sale. Where exempt meals are served to others, for 
example, meals served at a public school, the meals served 
there to employees will also be exempt although such 
employees may be required to pay for the meals. 

H. Caterers. The term ''caterer", as used herein, means 
a person, including those licensed under Minn. Stat. ch. 
157, engaged in the business of preparing food, meals or 
drinks and serving them on the premises designated by his 
customers. The term "caterer'' does not include employees 
hired by the day or hour. When an agreement provides that a 
caterer will prepare and serve food, as meals or buffet style, 
for a stated price per meal, for a lump sum or for a price 
per plate used, the trans-action will be a taxable sale 
under Minn. Stat. § 297A.Ol, subd. 3(c). Any elstfges 

by a caicref fei- sael, +tenis as tablewafe o table-
eleths whethef OF net sepa^a-tey stated en the bil4 ae 
pat't of the eh+o'ges fef the eatefing set"4ee and e taxable7 
Catered meals served at schools do not constitute taxable 
transactions. 

Any charges made by a caterer for such items as table-
ware, tablecloths, tables or chairs are taxable. If the cus-
tomer has the option of having these items supplied by the 
caterer or otherwise arranging for them and the caterer's 
charge is adjustable accordingly, the furnishing of such 
items shall be considered to be the rental of tangible per-
sonal property and the caterer may rent or purchase such 
items exempt for resale.  

If the customer does not have the option of arranging for 
the furnishing of such items himself for a reduction in 
the caterer's charge, the entire charge shall be considered 
to be for the furnishing, preparing or serving of meals for 
consideration. The caterer shall be regarded as using the 
items in rendering his services rather than as leasing them.  
The resale exemption would not be applicable to the ca-
terer's purchase thereof when the caterer's operations are 
conducted t\i this manner.  

In the event that a caterer prepares or serves meals for an 
organization which "resells'' the nieals to its members or 
the general public, the transaction between the caterer and 
the organization is a taxable sale unless the organization: 

Tax S&U 108 
I. Holes a Minnesota Sales and Use Tax Permit: 

2. Is, itself, regularly engaged in the business of fur-
nishing, preparing or serving for a consideration food, 
meals or drinks; and 

3. Furnishes to the caterer a properly completed Re-
sale Exemption Certificate, Form ST-S. 

I. Fraternities and sororities. ''Fraternities and 
sororities'' are studnt social organizations operated at or 
near public or private schools, colleges or universities. 
Fraternities, sororities and other such groups of individuals 
who reside at common locations and jointly share household 
expenses of meals, room and other items are not considered 
to be making taxable sales when meals are furnished to 
members and occasional guests. 

However, when such groups hire a caterer to serve iieals 
on the premises in accordance with H., the consideration 
paid for such meals represents a taxable sale. 

J. Meals served b' transportation companies. The 
furnishing, preparing or serving of food, meals or drinks 
by railroad, pullman car, airline or other transportation 
companies which are operated in or through the State of 
Minnesota are taxable sales when ordered within the bound-
aries of Minnesota, regardless of whether or not the meals 
so ordered are subsequently consumed in Minnesota. 
Where food or meals are served by a transportation com-
pany as part of its transportation service, and no separate 
charges are made therefore, no taxable so4e Feso#57 no 
sale of a meal within the meaning of the sales and use tax 
law is deemed to have occurred. Thus, the transporta-
tion conipany may not purchase such prepared meals for 
resale and the sales of such meals in Minnesota to the 
transportation company are taxable retail sales.  

K. Cover or minimum charges. Cover or minimum 
charges, whether listed separately on the bill or collected as 
an admission fee or fixed charge, which entitle the patron to 
receive food, meals, drinks, entertainment, dancing, etc.., 
are taxable. If food, meals or drinks are furnished prepared 
or served at locations other than the place of business of the 
vendor or in a room other than a regular dining room, and an 
extra charge is made for such service, the entire amount is 
taxable. 

L. Tips. A tip given voluntarily by a customer to an 
employee of the retailer is not includible in the gross re-
ceipts of the retailer. 

An amount paid as a service charge in lieu of a tip which 
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is added to the customer's bill whether added by the cus-
tomer or the retailer, is not subject to the sales tax if: (I) it is 
separately stated on the bill; (2) no part of the service charge 
goes directly to the vendor-employer as operating revenue; 
and (3) all of the amount is directly distributed to ''tip 
eiiiployees.'' "Tip employees'' are those employees who 
by social custom of the area normally receive tip income as 
a supplement to their regular fixed wages. 

In the event any of the foregoing conditions of Tax S&U 
108(l)are not met, the amount of the charge for which such 
conditions are not met will not be deductible from gross 
receipts of the retailer. 

M. Purchases by vendors of meals and drinks. The ven-
dor of meals or drinks must pay the tax on all purchases of 
equipment and products used or consumed in his business, 
including fixtures, linens, silverware, glassware, steak 
markers and paper products such as table cloths, place mats, 
towels, toilet tissue and doilies. Vendors of meals are speci-
fically excluded from the class of vendors considered to be 
engaged in production as defined in Minn. Stat. § 297A.25, 
subd. 1(h); consequently, sales of electricity, gas, steam 
and all other items (except food products and disposable 
containers as herein defined) to vendors of meals are taxa-
ble. Non-reusable items such as souffle cups, straws, ice, 
swizzle sticks, paper napkins, and paper, plastic or wooden 
plates, cups, forks, toothpicks, etc., which are used or con-
suiiied by the customer as an integral part of the meal or 
drinks are considered sold therewith. Sales of such items for 
this purpose to persons engaged in the business of selling 
meals or drinks are, accordingly, sales for resale. 

Tax S&U 109 A. Admissions and use of amusement de-
vices. Under Minn. Stat. § 297A.Ol, subd. 3(d), the grant-
ing of admission to places of amusement or athletic events, 
and the privilege of use of amusement devices constitute 
sales, where such places of amusement, athletic events or 
amusement devices are located within Minnesota. 

Example I. "A'' purchases four tickets at the University 
of Minnesota Athletic Ticket Office for a football game to 
be played at Madison, Wisconsin, between the University 
of Minnesota and the University of Wisconsin. The sale of 
the tickets to ''A" does not constitute a sale under Minn. 
Stat. § 297A.Ol, subd. 3(d). 

Example 2. ''A" purchases four tickets from the Univer-
sity of Iowa Athletic Ticket Office for a football ganie to be 
played at Minneapolis, Minnesota, between the University 
of Minnesota and the University of Iowa. As the granting of 
the privilege of admission is at a place in Minnesota, the 
sale of the tickets to ''A'' constitutes a sale under Minn. 
Stat. § 297A.Ol, subd. 3(d). 

Admission charges to any places of amusement or athletic 
events within Minnesota, therefore, constitute a sale. The 
following partial list is illustrative: 

Admissions to all athletic events, including those staged 
by educational institutions; 

Admissions to musical concerts; 

Admissions to dances; 

Admissions to motion picture theaters or theaters present-
ing stage shows and plays; 

Admissions to golf courses and tennis courts; 

Admissions to skating rinks and swimming pools; 

Admissions to state, county or other fairs; 

Admissions to carnival, rides and hay and sleigh rides; 

Admissions to bingo games and privilege of use of bingo 
cards; and 

Admissions to a museum. 

Consideration paid for the use of athletic or amusement 
devices or games constitutes a sale. Amusement devices are 
defined as "property used in whole or in part to obtain 
amusement, entertainment or diversion.'' The following 
partial list is illustrative: 

Use of billiard or pool tables; 

Use of pinball machines, shuffleboards, etc.; 

Use of bowling alleys; 

Use of lift device on a ski slope; 

Use of trap-shooting facilities; 

Use of golf driving range facilities, etc.; 

Privilege of selecting and listening to a recording on a 
mechanical device commonly referred to as a juke box. 

B. Entry fees - Entry fees are payments required as a 
condition to participation in a competitive event. That por-
tion of an entry fee assignable to admissions or the use of 
amusement devices is a sale under Minn. Stat. § 297A.Ol, 
subd. 3(d) and taxable. If the entry fee to a competitive 
event requiring admissions or the use of amusement devices 
does not separately state that portion of the fee assignable to 
them, the entire fee is taxable. 

Ghtb 13t*es - Ghb d±tes ehafgeI *s eeftd1 on of admis-
sten e p1nee of ft+tmsefl,eftt Of fei he pt4'i4ege of ns4n en 
um+*senien4 €le'tee t+'e taxeb4e If iJie ekib elso sel4s soea 
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S nefflbefsh4ps entitling the hekief to use the club house 
ft+ei#ties on4y tof social pni'peses soeh as thntng of entesta+n-
ngj  a dedi±etion is allowed fsani the ehth dues to the entent 
that the eest of seeial tnetnbef ship is inekaied in the club 
€lues. If the pfwilege of admission Of pi4'iTege of tsing 
anmsetnefl+ tlen-iees is faefcly  an ineidental benefit of ea-
befslef3 the ekib dues tue enempt 

€xtimple 4 Golf Geuntsy Glob eha1'ges $4000O pef yeaf 
fof fnembef ship dues whefeby nembef is admitted to use 
available faeili+ies ificluding social. Golf Geu+4fy Glob also 
issues pufely seetul lnembefshipS fef 25OO pe yeai Does 
fei seei+tI ntembefsh+p ete e*emp*- and ek+b dues tue taxable 
only in the aneu-at of $475.00. 

€*ample 2. Golf Geufitfy Glob does net issue seeial n'ein-
befships. These is signilleant use of anotseffient deniees by 
ffienthefship The ektb dues ai'e taxable in fall enen though 
the pe4ien a+ti4butuhle to seei*d use is sepasetely stnted 

C. Club dues - membership dues to clubs such as 
country clubs, tennis clubs and curling clubs are not tax-
able. This includes various forms of membership dues 
whether social andlor activity membership dues. How-
ever, payments to associations or organizations which 
only entitle the payee to attend concerts or events spon-
sored or held by the association each year are taxable as 
the granting of admissions to a place of amusement.  

D. Tours - the charges made for aircraft, bus, boat,  
sightseeing rides or tours are considered non-taxable as 
being transportation services. They are not classified as 
the granting of the privilege of admission to places of 
amusement or the privilege of use of amusement devices.  

E. Carnival rides - the gross receipts are fully tax-
able. If a carnival or amusement company charges a lump 
sum fee to a sponsor, and the sponsor allows its patrons,  
menibers, etc. to avail themselves of the carnival or amuse-
ment rides free of charge, such lump sum charges are sub-
ject to sales tax. In such a case, the sponsor is considered 
to have been granted the privilege of admission.  

F. Recreational areas - A recreational area where no 
facilities are provided other than parking lots, fire pits, 
docks, tables, and facilities required for the preservation 
of the area itself is not considered a place of amusement;  
therefore, entry fees to such areas are not taxable. How-
ever, if the entry fees include the privilege of using tennis 
courts, golf courses, ski lifts, boats, snowmobiles, etc.  

all of which are furnished by the owner, the charges are 

taxable.  

Tax S&U 112 

The gess feeeipts of sueh sales ate tened in fteeefdftflee 
with Seetions 97A.02 and 297A.03 

Tax S&U 112 Sales of building material, supplies or 
equipment. 

A. In general. Under Minn. Stat. § 297A.0l, subd. 4, 
sales of building materials, supplies and equipment to own-
ers, contractors, subcontractors or builders constitute retail 
sales and are thus taxable. 

The term ''building materials, supplies and equipment", 
as used in these regulations, refers to property intended to 
become part of a new building, structure, road or an addi-
tion, repair, improvement or alteration to roads or real es-
tate. A partial list of such materials includes gravel, 
blacktop, bricks, cement, steel beams and rods, electrical 
supplies, glass, woodwork, paint and paint supplies, pipes 
and valves, aluminum sheathing, wood and composition 
sheathing, lumber, plastics, roofing and wallboards. Other 
property usually incorporated into a building or other types 
of real property includes lighting fixtures, plumbing and 
bathroom fixtures, furnaces, boilers and heating units for 
space heating, pre-fabricated cabinets and central air condi-
tioning units (for space cooling). 

The term ''real property" includes structures that are 
permanently affixed to real estate, such as buildings, fix-
tures, niachinery, fences, railroad tracks, grain elevators, 
bridges, storage bins, silos, outdoor advertising signs, and 
billboards. 

Other types of equipment may be incorporated into a new 
structure or added to an existing structure undergoing re-
pairs, alterations or improvements in order to enhance the 
attractiveness of the structure or to increase its rental or 
sales value. Examples of such equipment are built-in dish-
washers, stoves and ranges, garbage disposal units and air- 
conditioners installed in openings in outer walls. 

B. Contractors and construction activities. Contractors 
are generally classified into two broad groups: general con-
tractors and subcontractors. 

A general contractor is a person who contracts to furnish 
the necessary materials and labor for the performance of a 
construction contract, and generally is one who contracts to 
build the entire project or a major portion thereof, or who 
contracts to install special building equipment, or who re-
pairs or remodels a limited area in a structure at a price that 
includes machinery, equipment and installation charges. 
The person for whom the general contractor performs the 
work is generally the owner. 

lEY: Existing rules arc printed in standard typc face, with stj4ke outs to indicate dcleted language and undcrlining  to indicate new 

language. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 

undertining in adopted rules indicate changes from proposed to adopted language. 
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A subcontractor is a person who contracts to furnish the 
necessary materials and labor for the completion of a por-
tion of the general construction contract at the job site. The 
subcontractor ordinarily contracts with the general contrac-
tor to perform a certain part of the work which the general 
contractor has undertaken to perform under the general con-
struction contract. 

The terms "contractor'' and "subcontractor" are not ap-
plicable to persons who merely sell tangible personal prop-
erty in the form of building materials, supplies or equipment 
to construction contractors, for delivery at the job site with- 
0111 any requirement that they install such tangible personal 
property. 

The term ''construction contract" as used herein refers 
to a contract under the terms of which a contractor agrees 
to perform construction activities  resulting in an alteration, 
repair, or improvement of real property. Where machinery 
or equipment is attached to real property in such a manner 
and with the intent that it becomes a nontemporary acces-
sion to the real property, the contract pursuant to which it 
is attached shall be regarded as a "construction contract.'' 
Any attachment of property by or for a lessor thereof to 
realty not owned by the lessor where the lessor retains title 
and ownership of the property shall be considered a tem-
porary accession to the real property and such property 
therefore retains its character as tangible personal property.  

The term ''construction contract'' shall not include any 
contract for a sale of machinery or equipment which the 
seller, pursuant to the contract, will attach to or install upon 
real property if:  

I. the machinery or equipment is of such size and 
installed in such a manner that it retains its character as 
personal property; or 

2. the purchaser is not the owner of the real property 
to which the property will be attached, and the machinery 
or equipment can be removed without material injury to the 
realty; or  

3. the title to the machinery or equipment passes from 
the seller to the purchaser prior to attachment to or installa-
tion on the real property.  

Such construction activities do not include the sale and 
installation of an appliance,  machinery, equipment  or other 
item of tangible personal property in such a manner as not 
to become a permanent part of the real estate. Computers 
shall be considered to retain their classification and identi-
fication as personal property when installed because of such 
factors as industry standards, custom and practice, usage,  
and uniqueness. e' exumplc t dea4ei agees te icplacc 1-he 
eM fel eff4ef s new medes in feftf enit dM'eBing 

The sa-le and +nstuhlatien ef the rcfrigefatefs dees net eon- 
ft eons+fnetfen eentFae1-- The tfftnsftel-ton fepfe-

sen+s a s&e at rctail to the ewne ef the fesa tmit sweling-
Where a fixed price or lump sum construction contract pro-
vides for the incidental transfer of certain tangible personal 
property and the contractor sells such items only as a part 
of the construction project, he is not regarded as a retailer 
provided that such personal property comprises an in-
substantial portion of the total contract price.  

Example 1. A dealer agrees to replace the old refrigera-
tors with new models in a four-unit dwelling. The sale and 
installation of the refrigerators does not constitute a "con-
struction contract''. The transaction represents a ''sale at 
retail'' to the owner of the four-unit dwelling.  

Example 2. A computer manufacturer sells and leases 
computers and also installs them on the customer's prop-
erty. The sale or lease of a computer, regardless of size,  
is a sale or lease of tangible personal property and the 
installation does not constitute a ''construction contract.'' 

Example 3. A leasing company purchases a piece of 
equipment from Company A and leases it to Company B.  
Company A installs the equipment on the property of 
Company B. The sale and installation of the equipment 
does not constitute a "construction contract,'' since the 
owner of the equipment is not the same as the owner of the 
property to which the equipment was installed. The equip-
ment is considered to be tangible personal property and the 
leasing company purchases the property exempt for resale 
and collects the sales tax on the lease payments from Com-
pany B.  

C. Construction contracts with exempt entities. 

1. The exemption from the tax on the sale of tangible 
personal property to the United States or to the State of 
Minnesota, and to other public agencies, as well as to cor-
porations and other institutions exempt under the several 
clauses of Minn. Stat. § 297A.25, subd. I, does not extend 
to building materials, supplies and equipment purchased by 
a contractor under an agreement to erect a building or to 
alter, repair or improve real estate for such exempt entity. 
However, purchases of such building materials, supplies 
and equipment by exempt entities are exempt from the sales 
and use tax. 

Example. Village enters into a contract with Contractor 
for storm sewer construction. Contractor purchases mate-
rials for this job from various suppliers. The construction is 
clearly an alteration or improvement to real property with 
material purchased by contractor for use in constructing the 
storm sewer. These transactions constitute sales at retail and 
are subject to the sales tax. The contractual relationship 
between Contractor and Village does not affect the validity 
of the sales tax imposed upon Contractor. Had Village un- S 
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S dertaken such construction with its own employees, the 
purchase of the materials by Village would not have been 
subject to tax. 

2. Where an exempt entity has entered into a fixed- 
price construction contract which covers the complete struc-
ture including the materials, and the exempt entity furnishes 
some or all of the materials to the contractor for a credit 
against the contract price, a taxable sale occurs when the 
exempt entity transfers the materials to the contractor. 

Example. School District enters into a contract with Con-
tractor for the construction of a school building. Contractor 
not only spe,çified the price at which he agreed to deliver the 
completed school, but made known to School District the 
portion of the total cost of construction allocated to building 
materials and supplies. In addition, Contractor furnished 
School District with the names of the several suppliers and 
the descriptions and price of each item or items furnished by 
each of such suppliers. Thereafter, School District pur-
chased the specified items at the price furnished by Con-
tractor and made payments from its own funds to the sup-
pliers. The material and supplies so purchased were there-
after delivered to Contrator and, in return, School District 
received credit against the contract price for the payments 
made by it. 

Although the initial purchase of the material and supplies 
by School District is not taxable, the transfer to Contractor 
is a ''transfer of title or possession'' and taxable as such for 
the following reason: Contractor has agreed to deliver a 
completed structure which necessarily includes the mate-
rials; during construction of the building the materials will 
be in the possession of Contractor, who bears the risk of any 
loss of such materials during construction; and a portion of 
the contract price is correspondingly reduced by the cost of 
the materials paid to the supplier by the School District. 

3. The transfer of building materials by an exempt 
entity to its contractor for use in connection with a contract 
for the erection, alteration, repair or improvement of realty 
is not deemed a retail sale (and is thus exempt from the sales 
or use tax) provided: (I) the contract is for labor only; (2) all 
incidents of ownership to the building materials remain in 
the exempt entity at all times; (3) the contractor bears no 
responsibility for inherent defects in the building materials; 
and (4) the contractor bears no risk of loss of any of the 
building materials. 

Iii sene i ttees- If the exempt entity, in addition to 
contracting with a contractor for the erection of a building or 
the alteration or repair of real estate, appoints and desig- 

'fax S&U 112 
nates the contractor as "purchasing agent'' for such exempt 
entity in connection with the construction contract. In such 
situations the department will recognize the agency relation-
ship asserted only if the written contract clearly sets forth: 
(I) that such appointment has been made; (2) that title to all 
materials and supplies purchased pursuant to such appoint-
ment shall immediately vest in the owner or principal at 
point of delivery; (3) that the risk of loss with respect to 
such materials and supplies is that of the owner or principal; 
and (4) that the owner or principal, and not the agent, shall 
have responsibility for all defective materials and supplies, 
including those incorporated into realty purchased in such 
manner. In the event that the contract in question does not 
specify as to risk of loss, other competent evidence, such as 
insurance coverage, will suffice. 

Any contractor who has been appointed agent for the 
purchase of materials and supplies, as specified above, shall 
furnish adequate notification to all vendors and suppliers of 
such agency relationship and shall make it clear to such 
vendors that the obligation for payment is that of the owner 
and not the contractor-agent. All purchase orders and other 
documents furnished to the vendor shall clearly reflect the 
agency relationship. 

D. Contractor-retailer. A contractor-retailer is a person 
using building materials, supplies and equipment in the per-
formance of his construction contracts, and in addition, is 
engaged in making ''sales at retail'' of building materials, 
supplies and equipment. 

A sale by a contractor-retailer of building supplies, mate-
rials and equipment which sale does not provide for installa-
tion of the merchandise sold is a sale at retail. 

A sale by a contractor-retailer of building supplies, mate-
rials and equipment which sale provides for installation of 
the merchandise is a construction contract and tax shall be 
paid by the contractor-retailer based upon his cost of mate-
rials. Two separate contracts executed contemporaneously 
by a contractor-retailer providing individually for the sale 
and installation of building materials, supplies and equip-
ment shall be considered to be a single unified construction 
contract if that was the intent of the parties as evidenced by 
their actions. A contractor-retailer who enters into a con-
struction contract with an exempt entity shall pay tax based 
upon his cost of materials. 

A contractor-retailer sells property under both of the fol-
lowing two circumstances: 

I. When he sells certain property without providing 
for installation, the sale constitutes a sale at retail. For exam- 

S 
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pie, the sale by a plumbing contractor of a water heater 
without installation is a sale at retail. 

2. When a contractor-retailer sells certain property 
either installed or without installation, at the purchasers' 
option, and such property is sold with installation which 
causes it to become incorporated as a part of the realty, that 
sale shall be regarded as a construction contract and tax 
shall be paid by the contractor-retailer upon his cost of 
materials. For the purposes of such a transaction, retailer is 
deemed to be a contractor and his purchase of the supplies 
and equipment used in installing the property constitutes a 
retail sale to him. 

Persons primarily engaged in the making of retail sales of 
building materials, supplies and equipment used in con-
struction, alteration, repair or improvement of real property, 
and who are also engaged as contractors in building, alter-
ing, repairing or improving real property, shall report and 
pay their sales or use tax liability in accordance with the 
following: 

If at the time such person makes a purchase of specific 
items and he knows the use to which such items are to be 
put, he shall either: 

furnish an exemption certificate if such items are being 
acquired for the purpose of resale; or 

pay the sales tax to the seller if the items in question are to 
be used by such person in the construction, alteration, repair 
or improvement of real property. 

If at the time such person makes a purchase of certain 
items where he does not know the precise utilization of such 
items, and if his business activities during the prior calendar 
year reflect that fifty percent or less of such purchases were 
sold at retail, then he shall pay the sales tax to his supplier 
on all such purchases. If he later sells any of such items at 
retail, he may take a proper deduction on his sales and use 
tax return. 

If his business activities during the prior calendar year 
reflect that more than fifty percent of such purchases were 
sold at retail, he may use a resale exemption certificate for 
the purchase of all such items. The resale exemption cer-
tificate shall contain the purchaser's name, address, sales 
and use tax account number and description of material to 
be purchased. In addition, the certificate must be signed and 
contain the following: 

"I HEREBY CERTIFY: That I am a contractor-retailer 
engaged in the making of retail sales and also the construc-
tion, alteration, repair or improvement of real property and 
that I am reporting and paying my sales and use tax liability 
directly to the Commissioner of Revenue." 

A vendor receiving a resale exemption certificate with the 
above notation thereon is relieved from the responsibility of 
collecting the tax, and the burden will be upon the purchaser 
to demonstrate that he comes within the provisions of this 
regulation. 

The accounting records of a contractor-retailer must 
clearly reflect the use made of items purchased for both the 
preceding and current calendar year. These records should 
be in such form that the Commissioner may determine 
readily that the proper sales and use tax liability is being 
reported and paid. 

Example 1. In March, 1972, contractor-retailer pur-
chased ten bathtubs at $150.00 each and twenty bathroom 
sinks at $40.00 each. As he was primarily a contractor, he 
paid the sales tax due thereon. During this same month, he 
sold at retail two bathtubs at $200.00 each and five bath-
room sinks at $55.00 each. He reports gross receipts from 
sales at retail of $675.00. The sales tax due and owing from 
him is $27.00 (4% of $675.00). Since he is entitled to offset 
the tax paid by him on the property sold at retail, he makes 
the following calculation on Form ST-I (Sales and Use Tax 
Return) flied by him for the month of March, 1972: 

Line 1 	Gross sales 	  $675.00 
Line 2 	Deductions (see line 48 l9)* 	 $500.00 
Line 3 	Net Sales 	  $175.00 
Line 4 	Purchases subject to use tax 	 $ 	-0- 
Line 5 	Total taxable amount 	 $175.00 
Line 6 	Total tax due 	  $ 	7.00 

*Lj ne  2 is calculated as follows: 

Cost of goods sold: 
2 bathtubs at $150.00 each 	  $300.00 
5 bathroom sinks at $40.00 each 	 $200.00 
Total cost of goods sold 	  $500.00 

A supplementary schedule reflecting the above calcula-
tions should be submitted with the return. 

Example 2. Contractor-retailer purchased ten bathtubs at 
$150.00 each and twenty bathroom sinks at $40.00 each. As 
he was primarily a retailer, he paid no tax at time of pur-
chase, but gave his supplier an exemption certificate. 
Thereafter, in March 1972, he sold at retail two bathtubs at 
$200.00 each and five bathroom sinks at $55.00 each. In 
addition, he utilized three bathtubs and six bathroom sinks 
in his contracting activities. Contractor-retailer makes the 
following calculation on Form ST-I (Sales and Use Tax 
Return) filed by him for the month of March, 1972. (For 
purposes of this example, it is assumed that in March, 1972 
no other sales were made at retail and no other material, 
etc., were used in contracting activities): 
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Line I Gross sales 	 $ 675.00 
Line 2 Deductions 	 $ 	-0- 
Line 3 Net sales 	 $ 675.00 
Line 4 Purchases subject to use t ax* 	$ 690.00 
Line 5 Total taxable amount 	 $1,365.00 
Line 6 Total tax due 	 $ 54.60 

*Line 4 is calculated as follows: 

3 bathtubs purchased at $150.00 each 	$ 450.00 
6 bathroom sinks purchased at $40.00 each . 	 $ 240.00  
Total 	 $ 690.00 

A supplementary schedule reflecting the above calcula-
tions should be siilmitted with the return. 

E. Status of construction contracts on effective date of 
law. Where a contractor has entered into a fixed price or 
lump sum construction contract prior to June 2, 1967 (the 
first day after enactment of the Sales and Use Tax Law), 
which does not provide for payment of future taxes, the sale 
of building niaterials, supplies, etc., to such contractor will 
not result in a ''retail sale'' or ''sale at retail'' subject to the 
provisions of the Sales and Use Tax Law provided: 

I. The building material, supplies, etc., were deliv-
ered to the contractor; or 

2. The building material, supplies, etc., were iden-
tified by serial number or some other appropriate symbol, 
and segregated or set aside as the property sold by virtue of 
such contract; and 

3. If either event stated in I or 2 above occurred prior 
to June 2, 1968. 

Example: Contractor signs a lump sum contract with Re-
alty Company on April 15, 1967 whereby Contractor agrees 
to erect an office building for Realty Company. Contract did 
not contain a provision for reimbursement of future taxes. 
Contractor places the following orders: concrete for the 
foundation; steel for the framework; aluminum sheets for 
the outer covering, and stainless steel doors for the main 
entrance. 

Delivery of the concrete and steel for the framework was 
effected before May 15, 1968. The aluminum sheets were 
produced by the manufacturer, and after being properly 
identified on May 25, 1968 for the Realty Company build-
ing, were stored until July 15, 1968, and then delivered to 
the construction site. As a result of a backlog of orders, the 
manufacturer could not produce the stainless steel doors 

Tax S&U 112 
until September I, 1968, although the order had been placed 
many months earlier. 

The sale to Contractor of the concrete and steel 
framework constitutes a non-taxable transaction as the con-
tract was entered into prior to June 2, 1967 and all sub-
sequent events with respect to these sales occurred prior to 
June 2, 1968. 

The sale to Contractor of the aluminum sheets constitutes 
a nontaxable transaction, as the conditions specified in (2) 
and (3), above, were satisfied. 

The sale to Contractor of the stainless steel doors consti-
tutes a ''retail sale'' or ''sale at retail'' subject to sales tax, 
as the conditions specified above were not satisfied. 

In order to avail himself of the exemption from sales tax 
when a lump sum or fixed fee construction contract entered 
into prior to June 2, 1967 (''pre-tax contract'') is involved, 
a contractor is required to file a copy of the contract, to-
gether with Form ST-7, at the offices of the Sales and Use 
Tax Division. Thereafter, the application will be reviewed 
and, if approved, an exemption will be granted to the con-
tractor. 

The exemption will be in the form of a certificate bearing 
an identifying number, and issued to the contractor. Such a 
certificate exempts only those building materials, supplies 
and equipment purchased for incorporation into the struc-
ture for which the exemption was granted. 

Where a contractor has entered into more than one sitch 
pre-tax contract, he must submit a copy of the contract, and 
a copy of Form ST-7 for each contract for which an exemp-
tion certificate is requested. 

Where a general contractor retains subcontractors to per-
form part of the work incident to a pre-tax contract, and the 
general contractor has received an exemption certificate, the 
exemption from tax extends to building material, supplies 
and equipment purchased by such subcontractor. The sub-
contractor may submit a photostatic copy of the general 
contractor's exemption certificate to the vendor. 

F. The 3% rate of tax shall be applicable to sales of 
tangible personal property purchased for use in performing 
any written fixed-price or lump sum construction contract 
which was enforceable prior to November 1, 1971, which 
makes no provision for allocation of future taxes and which 
unconditionally vests the rights and obligations of the par-
ties thereto, provided the delivery of such tangible personal 
property is made prior to November 2, 1972. 
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A construction contract shall be considered enforceable 
prior to Noveniber I, 1971, even though signed after Oc-
tober 31, 1971, if it is executed pursuant to a bid which 
could not be withdrawn as of October 31, 1971, without 
payment of penalty. 

Tangible personal property used in performing a con-
struction contract as described herein shall include all mate-
rials and equipment which become incorporated as part of 
the improvement to realty and any other tangible personal 
property purchased for and used and fully consumed in per-
forming such contract. It shall also include any equipment 
rented solely for use in performance of such a contract. 

Tax S&U 115 Reduction in sales price for property 
taken in trade. 

Excluded from the sales price is any amount allowed 
as a credit for tangible personal property taken in trade 
for resale. The payoff of the old contract does not affect 
the amount allowed on the trade-in; even if this indebted-
ness is included in the new contract.  The property so 
accepted will qualify for the exclusion from the sales price 
provided both the following conditions are met: 

Such property is taxable under the Sales and Use Tax 
Law or the Motor Vehicle Excise Tax Law.  

Such property is of a type normally sold in the regular 
course of such retailer's busines. 

Example I. Dealer sells a new boat with a list price of 
$3,000.00 to Customer. Dealer accepts Customer's used 
boat in trade and gives Customer a credit of $1,000.00 
therefor. As the conditions above are met, the credit qual-
ified for the exclusion. Consequently, the "sales price'' is 
$2,000.00. 

Example 2. Farm Implement Dealer sells a combine to 
Farmer with a list price of $4,000.00 and accepts in trade a 
used cornpicker for which a credit of $300.00 is given. As 
the conditions above are met, the credit qualifies for the 
exclusion. Consequently, the "sales price" is $3,700.00. 

Example 3. Implement and Livestock Dealer sells a new 
tractor with a list price of $2,000.00 and accepts in trade 
three steers for which a credit of $750.00 is given. Although 
the second condition above is met, the first condition is not 
as steers sold by a livestock dealer are not taxable property. 
Consequently, the ''sales price'' of the tractor is $2,000.00 

Example 4. Jeweler sells a diamond ring to Customer for 
$2,000.00 and accepts in trade a new lady's fur coat for 
which a credit of $2,000.00 is given. Although the first 
condition is met, the second condition is not met as Jeweler 
does not engage in the sale of fur coats in the regular course  

of his business. Consequently, the "sales price" of the 
diamond ring is $2,000.00. 

Example 5. Mobile home dealer sells customer a new 
mobile home with a list price of $12,000. The cus-
tomer trades in his old mobile home which has an exist-
ing loan of $2,000 on it. The dealer agrees to include the 
payoff amount of the old contract in the new contract. The 
dealer allows $5,000 for the trade-in of the customer's 
mobile home. The following represents the amount of 
financing the customer arranges for and the "sales price'' is 
$7,000:  

List price $12,000 
Less: Trade In 5,000 
Sales Price 7,000 
Add: Payoff of old contract 2,000 
New contract $9,000 

Tax S&U 116 Deductions not allowable in computing 
sales price. No exclusion or deduction is allowable in com-
puting the "sales price'' for the expenses described in A., 
B., C. and D. below. 

A. Cost of the property sold and cost of transportation 
incurred prior to sale. As a general rule, the cost of the 
property sold includes all costs incurred in acquiring the 
property, and any related expenses necessary to transport it 
to the location where it normally will be sold. 

Example 1. Interior Decorator recommends furniture for 
Customer's living room. Customer agrees to pay $3,000.00 
to Interior Decorator for the articles recommended. Interior 
Decorator thereafter orders furnishings from a manufacturer 
at a cost of $1,800.00. No exclusion or deduction for cost of 
the property is allowed; consequently, the "sales price" is 
$3,000.00. 

Example 2. Implement Dealer sells new farm tractor to 
Customer for $8,000.00. Included in the price is a charge of 
$150.00 repreenting transportation costs from the factory to 
Dealer. As no exclusion or deduction for cost of transporta-
tion incurred prior to sale is allowed, the ''sales price'' is 
$8,000.00. See Tax S&U 117(c) regarding transportation 
expense incurred after sale is consummated. 

Example 3. Lumber dealer sells a carload of lumber to a 
building contractor at an agreed upon price of $8,000 in-
cluding the cost of transportation. The lumber is to be or-
dered and shipped from a point out of state and drop- 
shipped directly to the purchaser. No exclusion or deduction 
for cost of transportation is allowed even if the purchaser 
pays the transportation charges directly to the common car-
rier and deducts the same from the amount due the seller.  
The delivered price is the ''sales price. ''The "time of sale" 
reference in Minn. Stat. § 297A.Ol, subd. 8 is that point in 
time when the seller is able to complete performance of his 
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contract by the physical tender of delivery of goods to the 
customer. 

B. Cost of material used - labor or service cost. Certain 
tangible personal property purchased at retail may require 
either additional material or additional labor or service, in-
cluding assembly of component parts or materials, in order 
to be suitable for the purpose for which purchased, or be-
cause of a special request made by a customer. The charges 
for such labor or material may be included in the sale price 
or may be in addition thereto, depending upon the policy of 
the retailer or upon the nature of the property purchased and 
of the modifications required. 

Example I. Customer orders fur coat from Furs, Inc. for 
$800.00 which includes extensive alterations to be made in 
accordance with Customer's instructions. The cost of such 
alterations to Furs, Inc. is $100.00. As no exclusion or 
deduction for the labor or material involved in the altera-
tions is allowed, the "sales price'' is $800.00. 

Example 2. TV Dealer sells Customer a color television 
receiver for $700.00 installed. The installation and adjust-
ments are performed by a service company which charges 
TV Dealer $15.00. No exclusion or deduction for installa-
tion or adjustment labor involved is allowed since such 
charge is not separately stated. Consequently, the ''sales 
price" is $700.00. 

Example 3. Customer orders watch from Jeweler for 
$250.00 and requests that initials be inscribed in diamond 
chips. Jeweler agrees to do so without charge for labor but 
charges Customer $50.00 for the diamond chips used. As no 
exclusion or deduction is allowed for cost of materials used, 
the ''sales price" is $300.00. 

Example 4. Retailer stocks shelving components in unas-
sembled form and sells such property unassembled or as-
senibled. Customer purchases shelving components and re-
quests that retailer also assemble such components. Retailer 
bills customer $150.00 for the components and $10.00 for 
labor. The entire charge of $160.00 is subject to tax.  

C. Interest. Interest paid by vendors or lessors to their 
creditors for borrowed funds used in the conduct of the 
business may not be deducted in determining the ''sales 
price" subject to tax. 

Example. Lessor and Lessee enter into an agreement 
whereby Lessor will lease ten new 1968 trucks to Lessee at 
$2,000.00 per year per truck. The effective date of the lease 
contract is January I, 1968. Lessor finances the purchase of 
the trucks through Bank. The interest paid to Bank in 1968 
by Lessor is $4,000.00. No part of this interest paid is 
allowable as an exclusion or deduction from the lease pay-
ments required to be paid by Lessee. Consequently, the 

TaxS&U 117 

"sales price" of the retail sale represented by the lease for 
the year 1968 is $20,000.00 (10 X $2,000.00). 

D. Discounts. In computing "sales price", the total con-
sideration for the sale shall not be reduced by the discount 
allowed where the amount of the discount is determined by 
events that occur subsequent to consummation of the sale. 

For example, Dealer sells a TV set to Custonier for 
$500.00on credit on January 15, 1969. May 1,1969, Cus-
tomer complains about the high price. Dealer grants a reduc-
tion of $50.00 in sales price as a discount. This discount 
will not be allowed as a deduction. Sales tax is computed on 
$500.00. 

Tax S&U 117 Deductions allowable in computing sales 
price. The following charges or expenses in connection 
with a sale are allowable as deductions provided the 
amounts attributable to such charges are reasonable under 
the circumstances and are stated separately on the invoices 
subniitted to the purchaser or consunier. 

A. Interest on unpaid balance - carrying or finance 
charge. A material proportion of sales made at retail are 
made on a credit basis, particularly where the property sold 
is classified as durable consumers goods. Purchases of such 
items as automobiles, refrigerators, furniture or jewelry are 
financed by means of periodic payments, usually on a 
monthly basis. Consequently, each paynient may contain 
three elements: (1) interest on the unpaid balance; (2) carry-
ing or finance charges; and, (3) payments to be applied 
against the unpaid balance. 

Example I. Boat Dealer sells a new Boat to Customer for 
$3,000.00. Customer agrees to pay $100.00 per month for 
36 months, representing $450.00 interest at five percent for 
three years and $150.00 for collision, fire and theft insur-
ance. Each payment made to Boat Dealer represents the 
following: $83.33 on unpaid balance; $12.50 for interest; 
and $4.17 for the insurance coverage. (Adjustments may be 
made for the fractional cents.) Consequently, the amount 
required to be reported by Boat Dealer when payment of 
$100.00 is made is $83.33 if he is on the cash basis. If he is 
on accrual basis, $3,000.00 is reportable at time of sale. 

Example 2. Same facts as in Example I except that Boat 
Dealer, who is on the cash basis, discounts Customer's note 
at his bank before any payments are made by Customer and 
received $2,970.00. Boat Dealer thereafter is required to 
report the ''sales price" of $3,000.00 for the month in 
which the note was discounted at his bank. 

Example 3. Department Store sells various household 
furnishings and appliances to Consumer for $1 ,000.00. 
Consumer agrees to pay six percent interest plus two percent 
finance and service charges on the unpaid balance and fur-
ther agrees to pay $100.00 per month. First payment was 
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Example 3. Same as 2 but the invoice reads as follows: 

50 bags insulation at $2.50 per bag 	 $125.00 
Shipping charges 	  45.00 
Total 	  $170.00 

PROPOSED RULES 	
Tax S&U 117 
made one month after sale was consummated. The $100.00 
is allocated as follows: 

Interest & 
Finance & 

Carrying 
Payment Principal Charges Balance 

First Month $100.00 $93.33 $6.67 $906.67 
Second Month 100.00 93.96 6.04 812.71 
Third Month 100.00 94.58 5.42 718.13 

If Department Store is on the cash basis, it will report 
$93.33, $93.96 and $94.58 for the first three months, re-
spectively. If Department Store is on the accrual basis, it 
will report $1,000.00 in the month the sale is made. 

B. Installation charges for labor or services. Tangible 
personal property may be sold either uninstalled or in-
stalled. The labor or service charge for the installation is 
allowable as a deduction in arriving at "sales price", pro-
vided such charge is stated separately on the invoice and 
such installation charge is not a device for reducing the 
"selling price'' materially below the normal price at which 
the property involved in the transaction is usually sold. 

€*amp1e 4- Retailer a4vej4tses a hot water heater at 
$9M0 withet+t tnstallatie aad $7O0 i+is+aIled Gttstemer 
effIefS saeh a hot water heater instaIled Rctailers bi# re-
1eets a sale of a hot water heater at $9OO arid installation 
ehanges of $4€OD Censetiea4y- the "sales pisee is 900 

Example 1. Retailer advertises a free-standing kitchen 
range for $250.00 without installation, and $266.00 in-
stalled. Customer orders the range installed. Retailer's bill 
reflects a sale of a kitchen range for $250.00 and installation 
charges of $16.00. Consequently, the ''sales price'' is 
$250.00. 

Example 2. Tire Shop sells Customer a new tire for 
$40.00 and replaces the old tire with a new one. The bill 
reads: I New Super Deluxe Tire - $40.00. As labor or 
service charges for mounting the new tire are not stated 
separately, the "sales price" is $40.00. 

C. Transportation charges incurred after sale. The right 
to exclude transportation charges from the "sales price" 
refers to transportation occurring after the retail sale has 
been consummated, provided that such charges are stated 
separately on the invoice, and also provided that where the 
price at the place of sale is the same as the price delivered, 
no reduction from the total consideration paid shall be a!- 
lowed in arriving at the "sales price''. 

For purposes of the Sales and Use Tax Law, the particular 
terms of delivery of property sold at retail are immaterial in 
determining the amount of sales price subject to tax. All 
separately stated charges for transportation from the prem- 

ises of retailers to their customers billed to the customers 
by retailers are deemed to occur after such retail sales have 
been consummated. 

Example 1. Department Store sells suite of living room 
furniture to Customer for $1,000.00. Policy of Department 
Store, as expressed in advertisements, is to deliver all mer-
chandise purchased by customers free within a radius of 25 
miles, provided the sales price of the merchandise delivered 
is in excess of $100.00. Although cost of delivering the 
suite of living room furniture is $25.00, no reduction in 
"sales price'' will be allowed as the implication was that 
Customer, who was within the 25-mile limits, would not be 
obligated to bear the cost of transportation. 

Example 2. Building Supplier sells insulation at $3.00 
per bag, cash and carry. Customer requires fifty bags but 
asks that merchandise be delivered and agrees to pay deliv-
ery charges. Building Supplier delivers merchandise with 
his own truck and then bills Customer as follows: 

50 bags insulation at $3.00 per bag 	 $150.00 
Shipping charges 	  20.00 
Total 	  $170.00 

The ''sales price'' will be deemed to be $150.00 in both 
the above examples as the $3.00 price is the cash and carry 
price offered to customers at vendor's place of business. 

D. Discounts. Discounts on sales are of three kinds: 
trade, quantity and cash. A trade discount is a deduction 
from the list or gross price for the purpose of arriving at the 
selling price, and generally is not recorded in the accounting 
records. 

Quantity discounts are basically trade discounts. They are 
increased with the size of the purchase as an inducement to 
the customer to buy in large quantities. For example, list 
price -$150.00 less 30% if purchased in quantities of five 
or niore units. Selling price is $105.00. 

Cash discounts are those granted to credit customers as an 
inducement to pay the account early. Such cash discounts or 
"sales discounts'', as they are commonly called, are stated 
in such terms as 2/10, n/30. The credit terms 2/10, n/30 
mean that a two percent discount may be subtracted from 
the amount owed if paid within ten days from the sales 
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S invoice date; otherwise, the full amount is due within thirty 
days front date of sales invoice. 

Example. Customer purchases a typewriter for $200.00. 
Terms are 2/10, n/30. Customer pays on the ninth day fol-
lowing receipt of invoice, and deducts the cash discount of 
$4.00. The ''sales price" is $196.00. 

Vendors usually account for sales under the ''gross 
sales'' method, that is, by reflecting in sales the full amount 
of the sales price without any deduction for the discount to 
be given the purchaser for early payment. Under this 
method, sales discounts earned are treated as a reduction in 
the amount of gross receipts to be reported for the period in 
which such discounts are taken. Certain vendors use the 
"net sales" method in accounting for sales. Under this 
method, the vendor assumes that all his customers will avail 
themselves of the discount allowed for early payment. Sub-
sequently, if a customer fails to pay within the prescribed 
period and remits the full sales price (without deduction for 
the sales discount), the additional amount is credited to a 
descriptive account, for example, Sales Discounts For-
feited. The total amount of discounts so forfeited shall be 
credited to gross receipts for the reporting period in which 
received. 

Example. Retailer uses ''net sales'' method of accounting 
for sales discounts. Sales for September (all subject to 2% 
- 10 day discount) are $20,000.00. Retailer's books reflect 
the following summary: 

Accounts Receivable 	 $19,600.00 
Sales  	 $19,600.00 

Included ill this total are sales of $4,900.00 derived froni 
gross sales of $5,000.00 on which the ten-day discount 
period does not end prior to October. The gross receipts 
reportable are $19,600.00. 

In the following month of October, Retailer receives 
$3,920.00 (representing $4,000.00 in gross sales for which 
payment was made timely) and $1,000.00 (representing 
$1,000.00 in gross sales where discount was forfeited.) 

The books reflect the following summary in respect of 
these transactions: 

Cash 	  $4,920.00 
Accounts Receivable  	 $4,900.00 
Sales Discounts Forfeited . . .  	 20.00  

Tax S&U 117 
The $20.00 of Sales Discounts Forfeited are required to 

be included in the gross receipts reportable for October. 

E. Refunds for property adjustments. Where taxable 
property is returned, the retailer's gross receipts may 
be reduced in the month the property is returned by the 
amount of the sales price refunded, provided that the 
applicable sales tax has also been refunded. If the credit 
given for the returned merchandise is reduced by a 
handling charge, the entire amount of sales tax collected 
should be refunded and a reduction of gross sales for the 
full sales price should be taken on the sales and use 
tax return. Where a purchaser of taxable property 
makes a gifi of such property, and subsequently the recipi-
ent of the gift returns the property to the vendor and requests 
a refund of the amount paid for the property, the recipient is 
entitled to a refund of the amount paid for the property, the 
recipient is entitled to a refund of the sales tax applicable to 
the amount of the sales price that is refunded. Repossession 
of tangible personal property does not constitute a return of 
property. Merchandise that was sold "on approval'' and 
later returned may be deducted from gross receipts. 

Adjustments to the sales price because of unknown dam-
age at the time of sale, i.e. scratches, dents, etc., but not 
detected until a later time, may be deducted from gross 
receipts. 

For property returned prior to March 22, 1973, a reduc-
tion in gross receipts is allowable only if the property was 
returned within three months of the date of purchase. 

Example I. Hardware Dealer sells Customer a 
lawnmower for $100.00 on May 1, 1972. Customer pays 
$100.00 plus $4.00 sales tax. As lawnmower was defective, 
it was returned to Hardware Dealer on May 10, 1972 and 
$104.00 was refunded to Customer. Gross receipts will be 
reduced by $100.00. 

Example 2. Retail Tires sell four new tires to Customer at 
$40.00 each under guarantee on June I, 1972. August 15, 
1972, Customer returns one tire and is given a cash refund 
of $30.00 plus $1.20 tax. Retail Tires may reduce gross 
sales by the $30.00 refunded on his August Sales and Use 
Tax Return. 

Example 3. ''A'' purchases taxable personal property 
from Retailer at a price of $100.00. ''A" pays Retailer 
$104.00 or ($100.00 sates price, plus $4.00 sales tax.) ''A'' 
then makes a gift of the property to ''B". "B" returns the 
property to Retailer and requests a refund of the amount 

KEY: Existing rules are printed in standard type face, with ++i4ke et+s to indicate deleted language and  underlining  to indicate new 
language. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 
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Tax S&U 117 
paid for the property. ''B'' (the donee of the gift) is entitled 

	use tax permit from the Commissioner. Such a person in- 
to a refund of $104.00 ($100.00 sales price, plus $4.00 	cludes not only a seller located in Minnesota, but also a 
sales tax.) The Retailer may reduce gross sales by $100.00 	seller located outside Minnesota who is authorized to do 
on his sales tax return for merchandise returned and thereby 	business within Minnesota, or who is authorized under 
received credit for the amount of refundment. 	 Minn. Stat § 297A. 15 to collect the tax upon all transactions 

taxable under the Sales and Use Tax Law. 
Example 4. Lumber Company sells 20 redwood posts to a 

customer for $100.00. A $4.00 sales tax is charged and 
collected. The customer decides not to use the posts and 
returns them to Lumber Company. Lumber Company has a 
policy of refunding all but $10.00 on all returned merchan-
dise. This $10.00 represents a handling fee for placing the 
merchandise back into stock. Lumber Company is required 
to refund the customer the entire $4.00 sales tax and claim a 
reduction of $100.00 gross sales on its sales and use tax 
return.  

F. Taxes imposed by United States. The sales price shall 
be reduced by any tax imposed by the United States upon or 
with respect to retail sales, whether imposed upon  retailers 
or consumers. This deduction does not apply to manufactur-
ers' or iniporters' excise taxes. 

Custom duties paid by a purchaser to the United States 
are not part of the consideration paid for retail sales and are 
thus, not includible in the sales price.  

Example 1. Local telephone exchange service charge is 
$5.70 plus U.S. excise tax of $57. Only the $5.70 is sub-
ject to Minnesota sales tax, since the federal excise tax is 
imposed upon the consumer. The total charge will thus be 
$5.70 plus 4% of $5.70 (i.e. $.23) plus the federal tax, 
$57, or a total of $6.50. 

Example 2. Retailer sells Brand X tires for $28.00 plus 
applicable taxes. Federal manufacaturers' excise tax is 
$2.32. Minnesota sales tax is 4% of $30.32 ($28.00 plus 
$2.32) or $1.21. Gross receipts reportable by Retailer in 
respect of this transaction are $30.32. 

Example 3. Retailer purchases a camera for $500.00 in 
Europe and is required to pay a customs duty of $37.50 
thereon at the time of entry in the United States. The use tax 
due is 4% of the $500.00 sales price of the retail sale, or 
$20.00. 

Tax S&U 202 Application for permit to make retail 
sales. 

A. In general. Generally, the tax imposed by the Sales 
and Use Tax Law is required to be collected by the seller 
and subsequently remitted to the Commissioner in accord-
ance with the provisions of the Sales and Use Tax Law. 
Minn. Stat. § 297A.04 requires that any person, as defined 
in Minn. Stat. § 297A.0l, subd. 2, who is engaged in 
making retail sales or is engaged in other activities taxable 
under the Sales and Use Tax Law, shall obtain a sales and 

B. Non-taxable retail activities. Where a person engages 
in retail activities exclusively non-taxable, he is not re-
quired to apply for or secure a permit. 

Example 1. "F" engages in the sale of poultry and eggs 
at his farmhouse. He engages in no other retail activities. 
As such food products are exempt under Minn. Stat. 
§ 297A.25, subd. 1, ''F" is not required to secure a sales 
and use tax permit. 

Example 2. Bakery engages in sales of bakery goods for 
consumption off its premises. Since such food products are 
exempt, Bakery is not required to secure a sales and use tax 
permit. 

C. Multiple locations. Where a person who is required to 
secure a permit has more than one place of business wherein 
he engages in activities subject to tax under the Sales and 
Use Tax Law, and he elects to file a separate return for each 
place of business, he is required to file a separate application 
for each such business location. He will thereafter receive a 
permit which may be used only at the address indicated 
therein. A separate permit will be assigned to each such 
place of business. Members of a group of corporations re-
lated by stock ownership, where such members are engaged 
in making sales at retail, are required to make individual 
applications. 

In the event a person elects to file a consolidated return, 
he is required to submit to the Commissioner a list contain-
ing the business name and address of each separate place of 
business. In such event, the applicant need submit but one 
application to the Commissioner. (However, see clause F. 
of this regulation regarding the payment of permit fees 
where the election to file a consolidated return is made.) 
Thereafter, he will receive a permit for each location with 
the appropriate information contained therein. Each of such 
permits will bear the same sales and use tax account 
number. If, thereafter, he elects to file a separate return for 
one or more of his places of business, a new account 
number should be secured for the business location for 
which such separate return is filed. See Tax S&U 203 re-
garding application for new permits. 

D. Vending machines. Where the person required to se-
cure a sales and use tax permit operates vending machines in 
more than one location, he shall not be required to secure a 
separate permit for each such location. Vending machines 
include but are not limited to coin-operated machines that 
dispense soft drinks, coffee, tea, milk, candy bars, 
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sandwiches, soups, and items of tangible personal property 
such as combs, hair dressings, etc. Included in this defini-
tion are coin-operated devices providing amusement and 
diversion. These devices are commonly referred to as juke 
boxes, pinball machines, shuffleboards, etc. 

Example. "V" operates fifty coffee and soft drink vend-
ing machines at various locations. He is required to secure 
only a single permit. 

E. Information required. Application for a permit shall 
contain the following information: 

I. The legal form of organization; that is, individual, 
partnership, Minnesota corporation, foreign corporation, 
association, etc.; 

2. Date when taxable sales were first made or date 
when taxable sales are expected to begin; 

3. Name and mailing address to which sales tax forms 
are to be sent; 

4. Minnesota Tax Department Identification Number, 
unless no such number was previously assigned; 

5. Business name and location or appropriate name 
and location; 

6. If there are two or more locations, and the consoli-
dated method is elected each business name and address; 

7. The date on which the fiscal year ends; 

8. List of owners, partners or principal officers and 
home addresses and social security numbers of such mdi-
vi dii a Is; 

9. Type of business; e.g., retail trade, wholesale 
trade, manufacturing, motion picture theater, hotel, bowl-
ing alley, dance hail, etc.; and 

10. Whether business is operated seasonally and, if 
so, usual opening and closing dates. 

Such applications shall be signed by the owner, if a 
natural person, by a partner if the applicant is a partnership, 
or by a person authorized to sign if the applicant is a corpo-
ration or an association. 

F. Fee. At the tinie of making an application, the appli-
cant shall pay the Commissioner a fee of $1.00 for each 

Tax S&U 204 

permit applied for. Where the applicant elects to file a con-
solidated return as provided in clause C. above, he is re-
quired to pay a $1.00 permit fee for each location. 

Where there is a change in ownership or name, the fol-
lowing rules are applicable: 

I. Sale of a business enterprise operated as a sole 
proprietorship requires a new application and payment of 
the $1 .00 fee, although the business may be continued 
under the same name. 

2. Admission of a new partner or resignation, expul-
sion or death of a partner requires a new application and 
payment of the $1.00 fee, although the business may be 
continued under the same name. 

3. A change in the ownership of shares of stock of a 
corporation does not invalidate a permit issued to the corpo-
ration, as there has been no shifting of the liability for 
payment of sales and use tax. 

4. A change in name of a business enterprise or a 
change in location, where there has been no change in own-
ership, requires the issuance of a permit reflecting the 
changed name or address. As no application is required by 
law, the permit holder will be issued the corrected permit 
upon request. As a matter of policy, the old permit should 
accompany the request. Payment of the $1.00 fee is not 
required. 

5. In the event of the death of a permit holder who 
was operating a business as a sole proprietor, the duly ap-
pointed and qualified estate representative of the decedent's 
estate can assume and use the decedent's Minnesota Sales 
and the Use Tax Account Number during the period of 
probate administration. However, if the decedent's business 
is sold or ownership is assumed by a member of the dece-
dent's family, a change of ownership occurs and a new 
Minnesota Sales and Use Tax Permit is required.  

Tax S&U 204 Revocation of permits. The permit or per-
mits issued to any person, hereinafter referred to as the 
Permit Holder, under § 297A.04, .05 and .06, may be re-
voked or suspended by the Commissioner if the Permit 
Holder fails to comply with any of the provisions of the 
Sales and Use Tax Law. 

The Commissioner shall not revoke or suspend the Permit 
Holder's permit or permits prior to granting him a hearing. 
Such hearing shall not be held unless the Commissioner has 
served notice in writing at least thirty (30) days prior to the 

KEY: Existing rules are printed in standard type lace, with s^ike e4s to indicate deleted language and underlining  to indicate ilew 
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S date for such hearing. The Commissioner may serve per-
sonal notice upon the Permit Holder or he may make such 
service by mail. (Special Session Laws 1967, ch. 48, 
§ 96, permits the Commissioner of Revenue to serve no-
tice by regular mail in all cases if he deems the use of 
regular mail advisable.) &*eh heai4ng shall be heM at the 
office ef the Geffi+mssmaef of Reentfe Geatennm4 9ffiee 
&4Iding Saint Paul, inneseta 55445. tm4ess ethefwise 
speified and at the time stated in the nnt+ee of htmng 
Such hearing shall be conducted by a Hearing Examiner 
appointed by the Chief Hearing Examiner pursuant to the 
Administrative Procedures Act, Laws of 1975, ch. 380.  
The hearing shall be held at the time and place specified in 
the Notice of Hearing.  

An official feee*'d of the testimony and e*hil3i+s pfesented 
at the heating shall be p afed I-f the Pesmit Heldef wishes 
te seettfe a transef pt of the eeedaies- such tfanser4pt will 
be made twaiktble te him upen payment of a feasenahie fee- 

An official record of the testimony and exhibits presented 
at the hearing shall be prepared by the hearing examiner. If 
the Permit Holder wishes to secure a transcript of the proce-
dures, such transcript will be available from the Office of 
the Hearing Examiner upon payment of the fee prescribed 
by the hearing examiner.  

The hearing examiner will submit to the Commissioner his 
findings and conclusions. The final decision of the Commis-
sioner will not be made until the report of the hearing 
examiner has been made available to parties to the proceed-
ing for at least 10 days and an opportunity has been afforded 
to each party adversely affected to file exceptions and 
present arguments to the Commissioner.  

If the Commissioner with reasonable cause after the hear-
ing either revokes or suspends the permit or permits of the 
Permit Holder, the latter may submit a new application in 
accordance with Minn. Stat. § 297A.04, .05 and .06. Such 
application shall be accompanied by reasonable evidence 
that the Permit Holder intends to comply with the provisions 
of the sections of the law or the regulations which he had 
previously violated. Under Minn. Stat. § 297A.07, the 
Commissioner may request that the Permit Holder deposit 
any security in addition to that authorized by Minn. Stat. 
§ 297A.28 that the Commissioner deems reasonably nec-
essary in order to insure compliance by the Permit Holder. 

An alternative procedure is available to the Permit Hold-
er. He may appeal the Commissioner's order revoking or 
suspending his permit or permits to the Minnesota Tax 
Court in accordance with Minnesota Statutes, Chapter 271. 

Tax S&U 207 Good faith acceptance of exemption cer- 
tificates. In general, Mimi. Stat. § 297A.09 creates a pre- 
sumption that all gross receipts are subject to tax, but per- 

mits the seller to accept exemption certificates to the effect 
that the property was purchased for resale, or that the sale is 
otherwise exempt underthe Sales and Use Tax Law. 

A. Where a sale is made to a person claiming to purchase 
the property for resale, the presumption that the sale is 
subject to tax, will be conclusively overcome only if the 
retailer accepts a Resale Exemption Certificate in good faith 
from the purchaser. Although the seller is under no duty to 
ascertain beyond all reasonable doubt that the purchaser is 
acquring the property for resale, the provision that he act in 
good faith requires the seller to exercise reasonable care 
and judgment before accepting the Resale Exemption Cer-
tificate. The good faith provision requires that the seller 
accept only certificates meeting the requirements of Minn. 
Stat. § 297A.11. 

Example 1. Supplier sells to retail customers at list, and 
to automotive repairmen at 60% of list. He receives an order 
for a new generator from an automobile garage operator 
with whom he has had no prior transactions. The generator, 
which has a list price of $25.00, is sold, after routine inves-
tigation, to the automobile garage operator for $15.00 (60% 
of list). The sale to the automobile garage operator at the 
discount price indicates that the Resale Exemption Cer-
tificate offered by the purchaser was taken in good faith. 
Consequently, the supplier will be conclusively relieved of 
the duties of collecting and remitting the tax otherwise due 
on the sale. Had supplier sold the generator at the list price 
of $25.00, he would not be conclusively relieved of the duty 
of collecting and remitting the tax due thereon even though 
he had accepted a Resale Exemption Certificate. 

Example 2. Jeweler orders a living room set from a dis-
tributor of furniture and offers a Resale Exemption Cer-
tificate which states that Jeweler is engaged in the business 
of selling jewelry at retail. Since the Resale Exemption 
Certificate does not indicate that the Jeweler is in the busi-
ness of selling furniture at retail, the distributor is not con-
clusively relieved of the duty of collecting and remitting the 
tax due on the sale of such living room furniture. 

Example 3. Lumber dealer receives an order for a quan-
tity of lumber accompanied by a Resale Exemption Cer-
tificate. Customer specifies delivery to a construction site. 
Under such circumstances, lumber dealer could not properly 
claim good faith acceptance of the Resale Exemption Cer-
tificate. Without further investigation establishing that the 
lumber is intended to be resold, he would not be relieved of 
the burden of collecting and remitting the sales tax. 

B. Where a sale is made to a person claiming that the 
property purchased will be used or consumer in agricultural 
or industrial production, or used or consumed in the produc-
tion of any publication regularly issued at average intervals 
not exceeding three months, the presumption that the sale is 
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subject to tax will be conclusively overcome where the re-
tailer takes a Certificate of Exemption in good faith from the 
purchaser. The seller will be deemed to have exercised good 
faith provided he is aware of the type of business activity 
conducted by the purchaser, and provided the property 
claimed to be exempt is of a character normally used or 
consumed in the production process carried on by the 
purchaser. The seller is under no duty to ascertain whether 
the property so purchased is, in fact, actually used for the 
exempt purpose. 

Minn. Stat. § 297A.25, subds. 1(h) and (i), specifically 
state that machinery, equipment, implements, tools, acces-
sories, appliances, contrivances and furniture and fixtures 
used in such production or publication, and fuel, electricity, 
gas or steam used for space heating or lighting are not 
included in the exemption. Consequently, the retailer or 
supplier could not, in good faith, accept a Certificate of 
Exemption for sales of those items since they are subject to 
tax. 

Example. "M", manufacturer, orders ten gross of screws 
used in producing kitchen cabinets which are ultimately to 
be sold at retail. In addition, he orders a drill press from the 
same vendor. "M'' had previously given "V'', vendor, a 
blanket Certificate of Exemption relating to materials used 
or consumed in industrial production. The blanket exenip-
tion certificate will be applicable to the sale of screws. As 
machinery and equipment used in production are not 
exempt, ''V" is required to collect a sales tax on the drill 
press. 

C. Vendors may accept the following in good faith: 

I. Certificates of Exemption claiming exemption of 
purchases of railroad rolling stock and parts necessary for 
the maintenance and repair of such rolling stock, where 
such certificates are taken from railroad companies, freight 
line companies, sleeping car companies and express com-
panies which state thereon that they are subject to tax on a 
gross earnings basis in lieu of ad valorem taxation. 

2. Certificates of Exemption claiming exemption on 
purchases of airflight equipment, and flight simulators and 
parts necessary for the repair and mainteannce of such 
equipment, where such certificates are taken from persons 
who state thereon that they are taxed under the provisions of 
Minn. Stat. § 270.071 to 270.079, inclusive. 

3. Certificates of Exemption claiming exemption on 
purchases of telephone central office telephone equipment 
which state thereon that such property will be used in fur- 

Tax S&U 207 
nishing intrastate and interstate telephone service to the pub-
lic. 

4. Certificates of Exemption claiming exemption on 
purchases of mill lines, grinding rods and grinding balls 
where such certificates are taken from persons who state 
thereon that they are taxed under the in lieu provisions of 
Minn. Stat. ch. 298, and where such certificates state that 
such property will be substantially consumed in the produc-
tion of taconite, while becoming a part of the material 
produced. 

5. Certificates of Exemption claiming exemption on 
purchases of property which will be shipped or transported 
outside Minnesota by the purchaser without any inter-
mediate use, which will be used .in a trade or business out-
side Minnesota, and which state thereon that the property 
will not be returned to Minnesota except in the course of 
interstate commerce. 

6. Certificates of Exemption claiming exemption on 
purchases of packing materials used to pack and ship 
household goods to destinations outside Minnesota and 
which will not be returned to Minnesota except in the course 
of interstate commerce. 

7. Certificate of Exemption which state thereon that 
the materials purchased are on purchases of materials de-
signed to advertise and promote the sale of merchandise or 
services, which material is purchased and stored for the 
purpose of subsequently shipping or otherwise transferring 
outside the state by the purchaser for use thereafter solely 
outside the State of Minnesota.  

D. Where a sale of tangible personal property is made to 
an organization that is organized and operated exclusively 
for religious or educational purposes, the seller will be re-
lived from the duty of collecting and remitting the tax 
otherwise due on the sale if he receives a Certificate of 
Exemption from the organization stating to that effect, and 
provided that he is reasonably certain that the purchaser is a 
religious or educational organization entitled to the exemp-
tion. Thus, although the seller is not obligated to investigate 
to determine whether the purchaser is entitled to the exemp-
tion, the seller, either from psat experience or from his own 
general personal knowledge of the community and its af-
fairs, should, in most cases, be able to determine whether 
the purchaser is the type of organization it claims to be. For 
example, the various schools and churches in any commu-
nity are wellknown and, consequently, a seller would be 
"reasonably certain'' that such a school or church making 
purchases of tangible personal property is entitled to exemp-
tion. 
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Tax S&IJ 207 

Organizations claiming exemption as charitable organiza-
tions must establish their right to such exemption by making 
application to the Commissioner of Revenue for a Cer-
tificate of Exempt Status on Form ST-l6. Such an applica-
tion may also be made by religious and educational organi-
zations wishing to obtain a Certificate of Exempt Status as a 
convenience to themselves and their suppliers. A Certificate 
of Exempt Status, Form ST-17, will be issued after the 
application and supporting documents are examined and ap-
proved. The Certificate of Exempt Status will bear an E. S. 
number and the signature of an authorized official of the 
Department of Revenue. An organization holding a Cer-
tificate of Exempt Status may reproduce the certificate as 
necessary to be furnished to its suppliers. A seller of tangi-
ble personal property may accept a copy of a Certificate of 
Exempt Status in good faith from the organization to which 
it was issued. 

Refer to TAX S&U 415 regarding criteria for determining 
whether or not organizations qualify for exemption as 
charitable, religious or educational. 

.As described above, the Certificate of Exemption or Cer-
tificate of Exempt Status is valid for purchases made on 
behalf of the exempt organization, but not for purchases 
made for the personal use of persons affiliated with or 
employed by the exempt organization. The seller may be 
reasonably certain that such is the case if he either bills the 
organization for the sales price, delivers the property to the 
location of the organization, or accepts payment by means 
of a check drawn by the organization, either at the time of 
purchase or subsequently. 

Refer to clause F. below regarding meals, admissions and 
lodging. 

E. Where a sale of tangible personal property is made to 
.the United States, its agencies, its instrumentalities, a state, 
its agencies, its instrumentalities or its political subdivi-
sions, the sale is exempt. The seller will be relieved of the 
duty of collecting and remitting the tax otherwise due on 
such property by accepting an authorized purchase order, 
payment voucher or other document clearly showing that 
the purchaser is a governmental unit. 

Refer to clause F. below regardimg meals, admissions 
and lodging. 

F. Although the furnishing of meals, admissions or lodg-
ing is defined as a taxable sale by Minn. Stat. § 297A.Ol, 
subd. 3(c), it is not a sale of tangible personal property and, 
thus, is not within the exemptions described in clauses D. 
and E. above for sales of tangible personal property to gov-
ernmental, charitable, religious and educational organiza-
tions in Minn. Stat. § 297A.25, subd. 1(j) and (p). Accord-
ingly, a Certificate of Exeniption, Certificate of Exempt 
Status or governmental purchase order may not be accepted  

in good faith for such a sale, except in the case of sales 
directly to the United States Government. Refer to TAX 
S&U 410 for details. 

G. Whefe the sale is made te a pefse+i claimsag that the 
sale ef the pfepefty te him is e*empt isadef Seetian 297A 	.25 
Sftbd 4*4),  as pfepefty with an altimate dest+natien ei#si4e 
Minneseta- the A seller will he felle,'ed ftem the dety of 
eel4eetsag is not required to collect and remittieg the tax 
ether.wise dite on sales of tangible personal property e-
4de4 which he delivers the prepe4y so sold to a common 

carrier for delivery to seh an outstate destination, or places 
the property in the United States mail or parcel post directed 
to such a purchaser outstate, or delivers the property to sueh 
a purchaser outstate by means of the seller's own delivery 
vehicles. No exemption certificate is required under these 
circumstances. However, adequate evidence of shipment 
or delivery to the out-of-state destination must be maintained 
by the seller.  

Tax S&U 208 Content and form of exemption certificate. 

A. In general.  

Minn. Stat. § 297A.09 provides for the furnishing of 
exemption certificates with respect to exempt sales. Ven-
dors accepting exemption certificates which do not include 
the following five elements of a valid certificate shall not be 
deemed to have accepted an exemption certificate in good 
faith. Exemption Certificates must contain the following 
information:  

I. Name and address of the purchaser.  

2. The account number of the permit issued to the 
purchaser, or, if no number, state reason.  

3. The general character of the property sold by the 
purchaser in the regular course of business.  

4. Description of the property purchased. 

5. Signature of the purchaser. 

The Commissioner has pfef3afed  approved use of the 
following certificates to assist purchasers in claiming exemp-
tion. 

ST-3 is to be used for claiming exemption for any of the 
reasons listed on the certificate. 

ST-4 is to be. used for claiming a percentage exemption 
for fuels and energy utilized in industrial or agricultural 
production. 

ST-5 is to be used for claiming exemption on property 
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purchased for resale in substantially unchanged form or ac-
quired for leasing or subleasing. 

ST-l7 is to be used by the exempt organization to which 
it is issued for claiming exemption on purchases or tangible 
personal property. 

UNIFORM SALES TAX EXEMPTION CERTFICATE 
designed by the Multistate Tax Commission.  

These certificates may be used for single purchases or for 
continuing future purchases. When used in this latter man-
ner, the certificate is referred to as a blanket exemption 
certificate. Whether a certificate is a single purchase or 
blanket certificate is determined by marking the appropriate 
blank provided in the form except for the Uniform Sales Tax 
Exemption Certificate which does not contain such a blank 
but may be used as either a single purchase or a blanket 
certificate.  

The Commissioner does not furnish exemption cer-
tificates in bulk. In order to assist purchasers in preparing 
their own copies, the forms pfepa1e4 approved by the 
Commissioner are reproduced as follows: 

Effective July I, 1969, no exemption for purchases by an 
organization purporting to be engaged in exclusively charit-
able activities shall be allowed unless the organization 
claiming exempt status has applied for a special exemption 
certificate issued by the Commissioner. See Tax S&U 415, 
pertinent to exemptions for charitable organizations for fac-
simile of Form ST-17, Certificate of Exempt Status to be 
used subsequent to June 30, 1969. 

B. Special exemption certificates. 

Special exemption certificates for claiming specific 
exemptions are, also, issued by the Commissioner to per-
sons who qualify upon application. Special exemption cer-
tificates in current use are Form ST-l4, Direct Pay Permit, 
and Form ST-l4mc, Motor Carrier Direct Pay Certificate. 
See Tax S&U 211 and 212 for facsimiles of these special 
exemption certificates.  

Tax S&U 211 Direct pay permit procedure. 

A. The Commissioner of Revenue may issue a Direct 
Pay Permit to certain persons who: 

1. Purchase substantial amounts of tangible personal 
property for business use under circumstances that normally 
make it difficult or impractical at the time of purchase to 

Tax S&U 211 
determine whether such property will be subject to the sales 
tax or whether the use thereof will be exempt, and 

2. Hold a sales and use tax permit. 

The holder of a Direct Pay Permit shall report and pay the 
applicable use tax directly to the Commissioner instead of 
paying the sles tax to its vendors with respect to all materials 
purchased pursuant to such Direct Pay Perniit. 

B. An application for a Direct Pay Permit must be sub-
mitted to the Commissioner of Revenue. The application 
should be in the form of a letter containing the applicant's 
name, address, sales and use tax account number, descrip-
tion of the business, description of accounting system to 
reflect the proper amount of tax due, volume of purchases, 
and justification for adopting the direct pay method. 

To qualify for a Direct Pay Permit, a business must dem-
onstrate to the satisfaction of the Commissioner of Revenue 
that: 

I. The nature of the business is such that the direct pay 
method will materially reduce the administrative work of 
collecting the tax; 

2. The firm's accounting system will clearly reflect the 
proper amount of tax due; and 

3. The firm makes taxable purchases in sufficient vol-
ume to justify the expense of regular audits by the Depart-
ment of Revenue. 

Each request for a Direct Pay Permit will be carefully 
reviewed, and each person whose application is accepted 
will receive a Direct Pay Permit which will be numbered, 
dated and signed by the Commissioner of Revenue or his 
delegated representative. The Conimissioner of Revenue 
shall issue a Direct Pay Permit only in those cases in which, 
in his judgment, it is in the best interests of the State of 
Minnesota to do so. 

C. The holder of a Direct Pay Permit shall furnish a copy 
of his Direct Pay Permit ec * s emen th+4 he hl-ds Direct 
Pfty Peini+ fl±tm-bef *i-te4 to each ven-
dor from whom he purchases tangible personal property on 
which an exemption is claimed. This shall relieve the ven-
dor from the responsibility of collecting the sales tax on 
purchases made by such permit holder. Each person issued a 
Direct Pay Permit must keep a current list of all vendors 
from whom purchases are made under the direct pay 
method, and, upon request by the Commissioner, shall 
submit such list for examination. 
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Tax S&U 211 

The holder of a Direct Pay Permit must either issue the 
permit to all vendors required to collect Minnesota sales and 
use taxes (except those excluded in (d) below), and accrue 
all liability as a use tax, or maintain accounting records in 
sufficient detail to show in summary, and in respect to each 
transaction, the amount of sales taxes paid to vendors in 
each reporting period. 

If the holder of the permit chooses the latter alternative, 
then all purchases from any one supplier must be made 
either "exempt" or ''taxable''. It is not permissible to re-
quest the vendor to assess the sales tax on only selected 
transactions. 

D. A holder of a Direct Pay Permit may never use it in 
connection with the following transactions: 

I. Purchases of taxable food or beverages; 

2. Purchases of taxable lodging or services related 
thereto; 

3. Purchases of admissions to places of amusement or 
athletic events, or the privilege of use of amusement de-
vices. 

E. A Direct Pay Permit is not transferable. The Commis-
sioner may revoke a Direct Pay Permit at any time for 
failure to comply with the conditions under which such 
authority was granted or for any other reason constituting 
misuse of such authority. The Direct Pay Permit may also 
be revoked where the continued use thereof is determined 
by the Commissioner to be contrary to the best interests of 
the State of Minnesota. 

F. A facsimile of the authorized Direct Pay Permit is 
reproduced as follows: 

State of Minnesota - Department of Revenue 
Sales and Use Tax Division 

DIRECT PAY PERMIT 
This permit is not transferable 

P 

L 	_j 

Permit Number 
DP 

Date Issued 

Sales & Use Tax Account Number 

This permit constitutes authority to make direct payment of sales and use tax to the Commissioner of Revenue in lieu of 
payment to the vendor. 

The Commissioner may revoke a Direct Pay Permit at any time for failure to comply with the conditions under which such 
authority was granted or for any other reason constituting misuse of such authority, and in cases where the continued use of 
such permit is found by the Commissioner to be not in the best interests of the State of Minnesota. 

ARTHUR C. ROEMER, Commissioner of Revenue 
By 
Sales and Use Tax Division 

Tax S&U 212 Motor Vehicle Common carriers - direct 
pay. 

A. Under Minn. Stat. § 297A.21 I persons described 
in clause B. eemie e*wnes engaged in interstate for- 
hire #he transportation of property ii *fttefsfte eenmefee 
by motor vehicle may elect to pay sales and use taxes di-
rectly to the Commissioner of Revenue on mobile transpor-
tation equipnent and parts and accessories attached or to be 
attached to such equipment. Electing carriers shall give 
notice of such election to the Commissioner of Revenue and 

shall pay taxes due in accordance with provisions of this 
regulation. Required notice shall be in the form of a letter 
setting forth the electing carrier's name, address, sales and 
use tax account number, and accompanied by the carrier's 
Certificate of Public Convenience and Necessity issued by 
the Interstate Commerce Commission or other evidence 
such as the file number issued by the Minnesota Public 
Service Commission  to verify that it is a eemffie1 carrier 
engaged in transporting tangible personal peroperty in in-
terstate commerce. 
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B. For periods prior to April 7, 1977, "persons'' re-

ferred to in clause A. include only common carriers of tan-
gible personal property and does not include carriers which 
possess permits as "contract carriers'' issued by the In-
terstate Commerce Commission. Subsequent to April 6,  
1977, "persons'' referred to in clause A. include (1) per- 
Sons possessing a certificate or permit authorizing for-hire 
transportation of property from the Interstate Commerce 
Commission or the Minnesota public service commission; 
(2) persons transporting commodities defined as "exempt'' 
in for-hire transportation in interstate commerce; and (3) 

Form ST-l4mc 

Tax 5&U 212 

persons who, pursuant to contracts with persons described 
in clauses (I) or(2) above, transport tangible personal prop-
erty in interstate commerce. Persons engaged solely in the 
transportation of passengers and their baggage do not come 
within the provisions of Minn. Stat. § 297A.2l I.  

C. A Ceimiten Motor  Carrier Direct Pay Certificate will 
be issued to qualified electing carriers by the Commissioner 
of Revenue and will be effective as of the date shown on the 
certificate. A facsimile of the authorized @e+nmen Motor 

 Carrier Direct Pay Certificate is reproduced as follows: 

State of Minnesota 
Department of Revenue - Sales and Use Tax Division 
Centennial Office Building - St. Paul, Minnesota 55145 

MOTOR CARRIER DIRECT PAY CERTIFICATE 

T 
	

1 

L 	I 

Certificate No. MCDP 
Effective Date 

Sales and Use Tax 
Account Number 

The holder of this certificate has elected to make direct payment of sales and use tax to the Commissioner of Revenue in lieu of 
payment to the vendor on purchases or leasing of interstate mobile transportation equipment and parts and accessories attached 
or to be attached to such equipment. 

This certificate is not transferable and applies only to purchases or leasing of mobile transportation equipment to be used 
within and without Minnesota and parts and accessories attached or to be attached to such equipment. 

ARTHUR C. ROEMER, Commissioner of Revenue 

By 
Sales and Use Tax Division 

D. Carriers which elect to pay the Minnesota Sales and 
Use Tax under the provisions of Minn. Stat. § 297A.2ll, 
shall be governed by the following: 

I. They shall hold or must have applied for a Min-
nesota Sales and Use Tax Permit. Application for such a 
permit, Form MB-A, should accompany the carrier's notice 
of election of none had previously been applied for. 

2. Sales and use taxes due on the purchases and leases 
of tangible personal property other than mobile transporta-
tion equipment and parts and accessories attached or to be 
attached thereto shall be paid directly to retailers authorized 
to collect the Minnesota tax at the same time and in the same 
manner as though no election had been made. Such property 
may not be purchased or leased exempt under a Common 
Motor Carrier Direct Pay Certificate. 
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Tax S&U 212 

3. Mobile transportation equipment.intended for use 
both within and without Minnesota and parts and acces-
sories attached or to be attached thereto may be purchased 
or leased tax free by presenting a copy of Common Motor 
Carrier Direct Pay Certificates to the seller. 

a. ''Mobile Transportation Equipment" includes 
trucks, tractors and trailers used in interstate transportation. 

b. ''Parts and Accessories attached or to be attached 
thereto'' includes refrigeration equipment, tires, batteries, 
repair parts and any other property which is attached or 
affixed to such mobile transportation equipment. 

c. Not included in "Mobile Transportation Equip-
ment and Parts and Accessories attached or to be attached 
thereto'' are equipment such as flashlights, flares, grease, 
oil, antifreeze, additives, containers used for packing and 
transporting customers' goods, dollies, pallets, hand trucks, 
fork-lift trucks, snowplows, local pickup and delivery vehi-
cles, other warehouse and plant equipment, office supplies 
and equipment, etc. 

4. Sales and Use Taxes due in respect of mobile trans-
portation equipment and parts and accessories attached or to 
be attached thereto shall be paid directly to the Commis-
sioner of Revenue by way of a return filed on or before the 
25th day of the month following the purchase or rental of 
such property. Such return shall be made on Form ST-I, 
Sale and Use Tax Return. On line 4 of such return there 
shall be shown the sum of: 

a. The sales price of items puchased or leased other 
than mobile transportation equipment and parts and acces-
sories attached or to be attached thereto, which are subject 
to the use tax and upon which no sales or use tax has 
previously been paid; and, 

b. An amount determined by multiplying the total 
cost of mobile transportation equipment and parts and ac-
cessories attached or to be attached thereto purchased or 
leased during the month by a fraction, the numerator of 
which is the road mileage operated during the past calendar 
year within Minnesota and the denominator of which is the 
total road mileage operated during the past calendar year. 
Mileage figures shall be based on records required to be 
maintained by the Interstate Commerce Commission. Per-
sosn qualifying for Motor Carrier Direct Pay Certificate who 
are not subject to I.C.C. regulations must, as a condition of 
qualification, maintain on a current basis the same type of 
mileage records that are required to be kept by persons 
subject to regulation by the I.C.C.  

For purposes of the computation in b. above, ''the total 
cost of mobile transportation equipment and parts and ac-
cessories attached or to be attached thereto'' shall include 
the sales price of all such property purchased and the total  

payments for lease or rental (not including interchange be-
tween carriers) of such property for use in interstate com-
merce within or without Minnesota, irrespective of whether 
such property was physically present in Minnesota. Total 
road mileage operated during the past calendar year shall 
mean mileage operated by all such property including prop-
erty which did not operate in Minnesota. For a new carrier 
without a prior year's mileage, an estimated ratio may be 
used subject to approval by the Commissioner. 

5. Where sales or use tax has been paid to another 
state on an item which is includable in the Minnesota return, 
a credit is allowable for such tax (limited to the Minnesota 
sales and use tax rate) in the same ratio as the cost of the 
item is included in the Minnesota tax base. 

6. Withdrawal of an election to come under the provi-
sions of Minn. Stat. § 297A.2l I shall become effective 
only upon notice of such intent and return to the Common 
Motor Carrier Direct Pay Certificate to the Commissioner of 
Revenue. If such election is withdrawn, subsequent re-
election shall be effective only upon approval of the Com-
missioner of Revenue. If such election is withdrawn, sub-
sequent re-election shall be effective only upon approval of 
the Commissioner of Revenue. Gemiien Motor Carriers 
which do not elect to pay Minnesota Sales and Use Tax 
under the provisions of Minn. Stat. § 297A.21 1, shall be 
governed by the following: 

a. Prior to January I, 1972, carriers shall play the 
sales and use tax directly to registered retailers on all pur-
chases of mobile transportation equipment, parts, acces-
sories, equipment and supplies not exempt under the pro-
visions of the Sales and Use Tax Law. If the retailer is not 
registered, the carrier shall pay the use tax directly to the 
Commissioner of Revenue. 

b. Subsequent to December 31, 1971. ''Mobile 
Transportation Equipment'' subject to the motor vehicle ex-
cise tax under the provisions of Minn. Stat. ch. 297B, is not 
subject to the Minnesota Sales and Use Tax. A motor vehi-
cle excise tax, equal to the sales and use tax rate, is col-
lected at the time such equipment is registered in Min-
nesota. On purchase of parts, accessories, equipment and 
supplies, not exempt under provisions of the Sales and Use 
Tax Law, the carrier shall pay the sales and use tax directly 
to registered retailers. If the retailer is not registered, the 
carrier shall pay the use tax directly to the Commissioner of 
Revenue. 

Tax S& U 302 Collection of tax at time of sale. Any corpo-
ration authorized to do business in Minnesota (see Minn. 
Stat. ch. 303 for provisions regarding ''foreign corpora-
tions'' authorized to do business in Minnesota), any retailer 
maintaining a place of business in Minnesota, or any seller 
authorized to collect use tax under Minn. Stat. § 297A. 15, 
upon making sales of taxable personal property for storage, 

S 
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use or consumption in Minnesota, where such items are not 
exempt in respect of the purchaser under the Sales and Use 
Tax Law, shall collect the use tax from the purchaser and 
give to such purchaser a receipt or other written or printed 
memorandum evidencing payment of the tax. 

"Retailer maintaining a place of business in Minnesota'' 
is defined for purposes of this regulation as any retailer 
having or maintaining within Minnesota an office, distribu-
tion house, sales house, warehouse, a manufacturer's rep-
resentative, salesman,  or any agent operating within this 
State under the authority of the retailer, whether such place 
of business or agent is located in Minnesota permanently or 
temporarily. 

Thus when a manufacturer's representative, salesman or 
agent takes an order for merchandise and forwards the 
order to the out-of-state vendor who fills the order, ships 
the merchandise to the Minnesota purchaser and bills the 
customer for the merchandise, the out-of-state vendor is  
required to have a permit, collect the Minnesota use tax 
from the customer, and remit the tax to the State of Min-
nesota. 

Outstate business making deliveries to Minnesota cus-
tomers in its own trucks is responsible for the collection 
and remittance of the use tax imposed on Minnesota buyers.  

When a manufacturer's representative takes the order and 
bills the purchaser and collects for the merchandise himself, 
he is then considered a vendor for purposes of administering 
the Minnesota Sales and Use Tax Law, and is required to 
have a permit and collect the sales tax from the customer.  

Where such an out-of-state vendor does not have a Min-
nesota Sales and Use tax permit, any manufacturer's repre-
sentative, salesman, agent or employee of such vendor, 
who sells, solicits orders for or delivers tangible personal 
property in this state for such vendors, is guilty of a mis-
demeanor which is punishable by a fine of not more than 
$100 for each offense, or by imprisonment for not more 
than 30 days or by both such fine and imprisonment.  

Tax S&U 401 Drugs, therapeutic and prosthetic devices. 

A. In general. Minn. Stat. § 297A.25, subd. 1(b) pro-
vides for exemption from sales and use tax for therapeutic 
and prosthetic devices, prescription glasses and similar prod-
ucts consumed by humans for the preservation of health. Al-
so exempt are diagnostic materials for individual use and pre-
scribed drugs and medicines (prescribed or non-prescribed) 

Tax S&U 401 
used in the cure, mitigation, treatment or prevention of ill-
ness or disease in humans. 

Devices which are not exempt because they are not inher-
ently therapeutic include dental and surgical tools and ap-
paratus, anesthesia equipment, diagnostic and monitoring 
equipment and materials, protective equipment, and items 
in general use, such as furniture, air conditioners, air filters, 
humidifiers not exclusively for use with inhalation therapy 
equipment, and exercise equipment. 

B. Exempt drugs. Items shall be deemed to be exempt 
drugs where they are used in the cure, mitigation, treatment 
or prevention of illness or disease, or the treatment of an 
injury in humans, or to be consumed for the preservation of 
health in accordance with words, statements or pictures on 
the labels of the containers of packages in which such items 
are sold. 

C. Therapeutic and prosthetic devices are exempt. To 
qualify for exempt status, a therapeutic device must not only 
be useful in the preservation of health, it must also serve to 
cure or heal. Exempt therapeutic devices are attached or 
applied to the bodies of human patients to alleviate injuries, 
illness or disease, either directly or by administering a cura-
tive agent. Examples of exempt items are hypodermic 
syringes, oxygen tents, vaporizers, resuscitators, hospital 
beds and equipment and supplies necessary for dialysis 
treatment. 

Prosthetic devices are those which replace injured, dis-
eased, or missing parts of the human body, either temporar-
ily or permanently. 

D. Cosmetics and toiletries. "Cosmetics'' which are de-
fined as articles intended to be rubbed, poured, sprinkled or 
sprayed on, or otherwise applied to the human body or any 
part thereof for cleansing, beautifying, promoting attrac-
tiveness or altering appearances are not exempt from the 
tax. 

Toiletries are generally items used for shaving, hair dress-
ing and grooming purposes, and are somewhat analogous to 
cosmetics. Toiletries are not exempt from the tax. 

E. Purchases by doctors of medicine and dentistry. 
The purchase of materials, supplies and equipment are sub-
ject to the sales and use tax unless the particular item pur-
chased is itself an exempt item when purchased by an indi-
vidual for his own use. For example, the purchase by such 
professional men for use in their own office of drugs and 
medicines would not be subject to tax, nor would the pur - 
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chase of prosthetic devices such as artificial limbs or eyes be 
subject to tax. 

The purchase by doctors of medicine and dentistry of 
materials such as pumice, tongue depressors and stethos-
copes, which are not in and of themselves exempt from the 
tax, would be subject to tax when purchased by such profes-
sional men. 

Sales of tangible personal property to dentists, which are 
to be affixed to the person of his patient as an ingredient or 
component part of a dental prosthetic device, are exempt 
from the sales tax. These include artificial teeth and facings, 
dental crowns, dental mercury and acrylic, porcelain, gold, 
silver, alloy and synthetic filling material, teeth braces and 
retainers.  

The exemption does not apply to diagnostic equipment 
such as an x-ray machine, as this equipment is subject to 
tax. 

F. Sales and purchases by ophthalmologists, optome-
trists and opticians. Sales of prescription glasses and items 
incidental thereto or which become parts thereof, such as 
carrying cases and contact lens solution, are exempt. "Pre-
scription glasses" are any lenses ordered by a doctor of 
medicine or optometry for the correction of a patient's re-
fractive error, for the improvement of a patient's vision, or 
for protective purposes. Only lenses which have been pre-
scribed by an ophthalmologist or optometrist pursuant to an 
examination of the particular client are exempt, whether 
dispensed by the examining practitioner or by another prac-
titioner or optician filling such prescription. 

Over-the-counter sales of lenses and other tangible per-
sonal property without prescription therefor in accordance 
with the above are taxable. These include safety glasses; 
sunglasses; telescopes; binoculars; field glasses; opera glass-
es; lorgnettes; magnifying glasses; jewelry, including spec 
chains. 

Ophthalmologists and optometrists are primarily engaged 
in rendering professional services. The entire charge by 
them, comprised of fees for examining eyes and fitting glass 
es, and of the glasses sold pursuant thereto, are exempt 
whether separately stated or not. Practitioners who are en-
gaged in sales solely of services and such prescribed glasses 
need not procure sales and use tax permits or file sales tax 
returns. Practitioners who engage in sales of taxable items 
in addition to services and prescribed glasses must obtain 
sales and use tax permits and must thereafter collect and 
remit taxes due thereon. 

Opticians are primarily engaged in the business of selling 
tangible personal property at retail. The personal services 
they render are incidental thereto. They are, therefore, re-
quired to procure sales and use tax permits, and to collect  

and remit the tax on all sales at retail except sales of pre-
scription glasses. Charges made by opticians for eye glasses 
and kindred products in filling prescriptions of ophthal-
mologists or optometrists are exempt. 

Purchases by opththalmologists, optometrists and opti-
cians of lenses and other items for resale to clients and 
customers are exempt. All purchases by them of machinery, 
equipment, instruments, tools, accessories, appliances, con-
trivances, furniture and fixtures and fuel, electricity, gas or 
steam used for space heating or lighting, used or consumed 
in connection with their services or business are taxable. 

G. Guide list of exempt and taxable items. 

1. Exempt: 

a. Drugs not requiring a prescription: Analgesics 
(internal and external, for relief of pain or discomfort), such 
as Absorbine Jr.; rubbing alcohol; Alka-Seltzer; Aspirin; 
Ben-Gay; Brorno-Seltzer; Bufferin; Infra-rub; liniments; 
musterole; surin; and 666 Salve. Antacids (for relief of acid-
ity, stomach discomfort, indigestion), such as Alka-Seltzer; 
alkoid; bellans; bisodol; chooz; co-gel; crearnalin; gelusil; 
Milk of Magnesia; Rolaids; soda mint; and Turns. Anti-
septics (the primary ingredient of such is used for treatment 
of infection), such as acne preparations; alcohol swabs; 
bactine; boric acid; Carnpho-Phenique; Desenex; fostex; 
isodine; peroxide (3% - not for bleaching hair or other 
toilet purposes); Phisohex; rubbing alcohol; Sea Breeze; 
sodium perborate; tincture of green soap; tincture of iodine; 
tincture of mercurochrome; and tincture of merthiolate. 
Astringents, such as Burow's Solution and styptic products. 
Baby needs, such as antiseptic powders; lotions and talcum 
powders; and oils and ointments. Burn remedies (for 
treatment of burns or to relieve pain from burns, including 
sunburn), such as americaine, nupercainal ointment; 
surfacaine, Unguentine; Vaseline; and vitamin A-D 
ointment. Cough and cold items, such as aerosol inhal-
ants; antihistamines, such as Coricidin; Aspergum; cough 
or cold syrups, drops, tablets, preparations; decongestants, 
such as Contac; inhalants; lozenges; and rubs, such as 
Vicks. Dental and oral hygiene products, such as 
analgesic toothache preparations and dental repair kits. Diet 
aids (considered as foods), such as Metrecal; Nutrarnent; 
salt substitutes; and Sustagen. Emollients (antiseptics, pro-
tective, antibiotic, and anti-inflammatory), such as antibio-
tic ointments; Boric acid; caladryl; calamine lotion; cam-
phor ice; Kerodex Barrier Cream; lip ice; Lobana Loto-
Crerne; and Zinc-Oxide ointment. Eye preparations (for heal-
ing, treatment or other therapeutic use), such as contact 
lens solutions; drops, ointments and washes. Feminine and 
contraceptive needs, such as creams; foams; jellies; pes-
saries; powders; prophylactic devices; and suppositories. 
First-aid products (for treatment of infection or to relieve 
pain), such as back plaster; band-aid; foam and moleskin 
products (adhesive); mustard plaster; surgical cotton; surgi- 
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cal dressings; surgical gauze; and surgical tape. Foot prod-
ucts (for treatment or prevention of infections, or for re-
moval of corns or callouses), such as athlete's foot prepara-
tions or treatments and corn pads and callous plasters. Laxa-
tives, cathartics, such as Alophen pills; Ex-Lax; Feenament; 
Milk of Magnesia; and mineral oil. Miscellaneous dosage 
forms, such as enema preparations; insulin, rectal prepara-
tions and suppositories. Vitamin-mineral products, such as 
Brewers yeast; cod liver oil; dietary supplements; Geritol; 
and theapeutic vitamins. 

b. Therapeutic and prosthetic devices: First-aid, 
such as first-aid kits and infra-red lamps and bulbs. 
Hypodermic syringes and needles. Medica-surgical rubber 
goods, such as catheters; heating pads, hot water bottles; ice 
bags; rubber gloves and finger cots; and surgical rubber 
goods (colostoiiy devices, etc.). Miscellaneous medical- 
surgical, such as abdominal belts and supports; batteries 
(hearing aid); bedwetting prevention devices; breast pumps; 
cotton tip applicators (Q-tips); elastic bandage; elastic 
stockings; elastic supports (wrist, ankle, knee); infant 
syringes; medical atomizers, nebulizers, and vaporizers; 
suspensories; and trusses. Orthopedic devices, such as 
braces; canes; crutches; splints; and wheelchairs. Surgical 
dressings and bandages, such as elastic bandages. 

c. Diagnostic agents (for individual use): Clinitest 
tablets; fever thermometers; Tes-Tape. 

d. Miscellaneous: Pesticides, such as Cuprex. 

2. Taxable toiletries, cosmetics ,and equipment: 

a. General: 

Antiseptics, such as B. K. Powder; for general household 
cleaning agents, such as Clorox bleach, Hilex and Lysol; 
peroxide (20%) for bleaching hair and other toilet purposes. 
Astringents, such as astringent aftershave products and as-
tringent deodorants. Dental and hygiene products, such as 
dental floss; liners; niouthwashes; stain removers; tooth-
brushes; and toothpastes and powders. Eye preparations, 
such as cosmetics. Feminine and contraceptive needs, such 
as belts; douche kits; sanitary napkins; and tampons. Foot 
products (for comfort, appearance or cosmetic use), such as 
deodorizers and foot lotions (for cosmetic use). 

Miscellaneous items such as ultra-violet (sun) lamps and 
bulbs; air conditioners and purifiers; athletic supporters; 
atomizers for cosmetic and grooming use; baby and bath-
room scales; bedpans; filter masks; humidifiers; massage 
applicances and furniture; medic alert bracelets; oxygen 
tanks; sheeting (plastic and rubber); tongue depressors; uri-
nals; and whirlpool baths. 

Tax S&U 401 
Shaving products, such as aftershave talcuiii powders and 

lotions; blades; razors; shaving cream; and soaps. 

Facial preparations, such as face creams and makeup 
preparations and accessories. Fragrance preparations, such 
as colognes; perfumes; and toilet waters. Hair care items, 
such as combs; curlers; dandruff shampoo; dyes; hats; lo-
tions, rinses; shampoos (all kinds except on Rx); tints; and 
wave sets. Hand products, such as beautifiers; and creams 
and lotions, suntan preparations . (for tanning), such as 
Bronze Tan; Coppertone; Sea and Ski tan; and Skol. 

Pesticides, such as Black Flag spray or liquid; bug 
bombs; insect repellents such as 6-12; mothballs; rat poison; 
and D-Con. 

b. Detailed listing: 

Aftershave creams, lotions or powders; almond meal and 
paste; antiperspirants; aromatic cachours (Sen Sen); astrin-
gents (aftershave, antiperspirants, cosmetic, etc.); atomiz-
ers (containing perfume and other taxable liquids); band-
oline; bath crystals; bath milks; bath oils; bath powders; 
bath salts; bath tablets; bay rum; beauty creams; 
mask preparations, etc.; bleach creams and lotions (includ-
ing freckle remover); bouquet liquids; breath sweeteners; 
brilliantines; and bubble bath preparation; cleansing creams 
and lotions (including those for removing stains afrom the 
skin); cocoa butter (if advertised or labeled for toilet pur-
poses); cold cream; colognes; compacts (containing rouge 
or powder); compact refill cosmetics; cosmetic stocking 
preparations and body paints; cuticle softeners and remov-
ers; depilatories; deodorants (even though having medicinal 
or curative value, if advertised or labeled for use as body 
deodorant); deodorants (for use in closets, bureau drawers, 
etc., and for imparting fragrance to clothing); dusting pow-
ders; essences (and extracts, perfume); eyebrow pencil; 
eyelash mascara (and eyelash and brow dyes); eye shadows; 
face creams; face lotions (and facial oils); face packs; face 
powders (loose and cake form); fingerwave lotions; floral 
essences; foundation makeup film; freckle removers; fuller 
earth (if recommended for toilet purposes); Glycerine and 
rose water; hair bleaches; hair dressings; hair dyes; hair 
lotions; hair oils; hair pomades; hair removers; hair restora-
tives; hair sprays; hair straighteners; hair tints and rinses; 
hair tonics; hand creams; hand lotions; henna; hypo-
allergenic preparations (including cleaning preparations and 
soaps); kleenex; lavender water; leg makeup; lip pomade; 
lipsticks and lipstick refills; liquid face powder; liquid lip 
color; liquid stockings; manicure preparations; mascara; 
mittens (containing toilet powder); mustache wax; nail 
bleaches; nail polishes (paste, powder and liquid); nail 
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S whitener; Noxema; olive oil (colored or perfumed, or re-
commended for toilet purposes); orange flower water; orris 
root; perfumes; perfume ingredient kits; perfume novelties 
(containing perfume); (permanent waving creams, lotions, 
neutralizer); permanent waving kits; peroxide (regardless of 
strength, if for use in bleaching hair or for other toilet pur-
poses); plucking creams (for use in connection with pluck-
ing hair); pore cleansers; powder bases (liquid and cream); 
protective creams (having toilet claims or used as skin 
creams or antiperspirants); rock salt bath crystals; rose 
water; rouges; sachets (containing powder or aroma- 
producing materials); scalp lotions and ointments (for use as 
treatment for dry, oily or falling hair); shampoos (except 
Rx); skin balms, bleaches, creams, fresheners, lotions, oils, 
tonics, whiteners, stain removers; shaving preparations; 
sunburn preventatives (if recommended for use before ex-
posure); talcum powder; texture creams; tissue creams; 
toilet ammonia; toilet creams; toilet lanolin; toilet waters; 
tucks; vanishing creams; washettes; water softeners (per -
fumed or having toilet claims); wave set (paste, powder and 
lotion); witch hazel; and wrinkle removing or concealing 
preparations. 

Tax S&U 404 Gifts - transfers without monetary con-
sideration. 

A. Generally a person purchasing property to give away 
in any manner is the user or consumer thereof and is liable 
for the sales tax thereon. Examples; all property given as 
pfi-tes so ganFes of chooee o sl4ll personal gifts, calendars, 
catalogs, etc. 

Except as provided in clause B. and C. of this regulation 
sales to any person in Minnesota of tangible personal prop-
erty located in this state which such person gives to any 
other person as a gift are subject to the sales or use tax even 
though the vendor delivers the property directly to the donee 
at a point outside Minnesota and without regard to whether 
such delivery is made by mail, common carrier, or other-
wise. It is deemed that such property is constructively deliv-
ered to the purchaser in Minnesota and that the transporta-
tion and delivery to the outstate destination is pursuant to a 
transfer by gill from the donor to the donee. 

B. Sales to any person of tangible personal property 
which is designed to advertise and promote the sale of mer-
chandise or services and which is transferred by the pur-
chaser thereof without consideration to others located out-
side of Minnesota are not taxable. See Tax S&U 403. 

C. Sales to any person of tangible personal property 
which the purchaser thereof will use as prizes or gifts for 
salesmen or other persons employed in such person's busi-
ness outside of Minnesota are not taxable. 

Tax S&U 407 Clothing and wearing apparel. 

A. In general. Sales of clothing and wearing apparel are 

exempt from tax. "Clothing and wearing apparel" means 
inner and outer wear, footwear, headwear, gloves and mit-
tens, neckwear, hosiery and similar items customarily worn 
on the human body for general use, and includes fabrics, 
thread, buttons, zippers and other similar items which are to 
be directly incorporated into wearing apparel. 

''Clothing and wearing apparel'' does not include pat-
terns, thimbles, needles, pins and other sewing equipment, 
jewelry, handbags, cosmetics, articles normally used or 
worn only in conjunction with the particular sporting or 
athletic activity for which they were designed, or equipment 
designed for use or wear only in connection with a particular 
work activity of the user. 

Minn. Stat. § 297A.25, subd. 1(g) provides that an article 
made of fur or pelt is not considered to be clothing or 
wearing apparel and is, therefore, taxable. Articles made of 
fur or pelt and other materials are exempt only if the retail 
value of the fur or pelt is less than three times that of the 
next most valuable material. Clothing made of synthetic fur 
is exempt from tax. 

Example 1. Retailer sells a woman's wool coat which has 
a mink fur trimming. The retail value of the fur is $40.00; 
the retail value of the wool material is $90.00. The sale of 
the coat is exempt from tax. 

Examples of Exempt items 	receiving blankets (used as babies' 
clothing) 

aprons (household and shop) 	roller bonnets 
baby blankets (used as babies' do. 	rubber gloves 

thing) 	 rubber pants (baby) 
baby buntings 	 scarves, head and neck 
bathing suits and caps 	 sewing materials: 
belts 
	 buttons 

bibs 
	 fabric 

blankets, baby and receiving (used 
	

lace 
as babies' clothing) 
	 thread 

boots (not more than knee high) 	yarn 
bridal wear 	 zipper 
buntings 	 shoes and shoe laces 
caps 	 shower caps and clogs 
corsets and corset laces 	 slippers 
costumes (except masks) 	 sneakers 
diapers, diaper inserts, disposable 	suspenders 

diapers 	 suimsuits and caps 
foot lets 	 tennis shoes 
formal wear 	 tights 
garters and garter belts 	 uniforms (Scout, Camp Fire Girls, 
girdles 	 policemen, firemen, etc.) 
gloves (not designed for a specific 

sport) 
	

Examples of Taxable items 
hair bows and nets 
handkerchiefs 	 bags. overnight, beach. etc. 
hats 
	 barrettes 

head scarves 	 billfolds 
hosiery 	 cosmetics, hair dyes, etc. 
leotards 	 crib blankets, sheets, mattress 
mittens 	 pads, rubber sheets, etc. 
neck scarves 	 furs on the hide or pelts 
neckties 	 hair clips 
overshoes 	 handbags 
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jewelry: 	 sewing equipment: 

bracelets 	 knitting needles 
broaches 	 patterns 
cufflinks 	 pins 
earrings 	 scissors 
necklaces 	 sewing machine 
pins 	 sewing needles 
rings 	 tape measure 
tie clasps and tacks 	 thimbles 

lapel pins 	 umbrellas 
money belts 	 wallets 
money clips 	 watchbands 
perfume 	 watches 
pocketbooks 	 wigs 

B. Athletic, sporting and recreational articles. Certain 
articles which may be designed primarily for use while en-
gaging in particular sports may also be worn for general use. 
For example, a motorcycle or snowmobile helmet may be 
worn by a user traveling to and from work, or by a farmer 
while being transported by snowmobile from one work area 
to another on the farm. Articles such as these are deemed to 
be "clothing and waering apparel''. Sales thereof are 
exenipt. Certain articles are normally used or worn only in 
conjunction with the particular sporting or athletic activity 
for which they are designed. For example, football helmets, 
pads, uniforms and shoes are designed and commonly used 
for a specific athletic activity and are not commonly used for 
other purposes. Other items, such as athletic supporters, are 
commonly worn only in connection with sports activities. 
These items are not included within the category of "clo-
thing and wearing apparel''. Sales thereof are taxable. 

I. Examples of Exempt items 	2. Examples of Taxable items 

ski, snowmobile and motorcycle 	ski boots (designed for skiing only) 
suits, pants, socks, jackets, 	safety shields and visom, detacha- 
gloves, helmets and liners. 	ble for snowmobiling or motor- 
sweaters, etc. 	 cycling if sold separately (that is, 

shoe pacs 
	

if helmet may be purchased with 
insulated boots 	 or without safety shield) 
snowmobile boots 	 goggles (non-prescription) 
insulated underwear, coveral Is, etc. 	name patches or emblems for suits 
caps and hats, ski, hunting, fishing, 	and jackets, if sold separately 

golf and baseball 
	

(that is, if snowmobile suit may 
safety shields and visors for snow- 

	be purchased with or without the 
mobile and motorcycle helmets 	name patches or emblems) 
when attached and sold as an in- 	uniforms, baseball, football, bas- 
separable part of the helmet, and 

	
ketball, hockey, track, etc. 

the price is not stated separately 	gloves, baseball, hockey, boxing, 
name patches or emblems on suits 

	bowling, golf, etc. 
and jackets when sold attached, 	shoes, bowling, baseball, football, 
and the price is not stated sepa- 	track, golf, etc. 
rately 	 helmets, football, hockey, base- 

bowling shirts 	 ball, etc., baseball masks, chest 
sweat shirts 	 protectors, or shin guards 
sweat Suits 	 shoulder pads and padding 
bathing suits and caps 	 athletic supporters 

Tax S&U 404 
beach capes and coats 	 fishing boots (hip boots and wad- 
tennis shorts, shirts, sweaters, 	ers) 

dresses and shoes 	 skin-diving suits, goggles, fins, 
hunting jackets and trousers, can- 	equipment, etc. 

vas or leather front, insulated or 	shell belts and vest 
uninsulated, lined or unlined 

	
fIshermen's wading vests and 

camouflage parkas and trousers 	jackets 
rain wear (ponchos. jackets, par- 	hunting or game l)ouches and car- 

kas, shirts and trousers) 	 riers 
ballet and tap shoes 
	

life preservers, vests, belts 
dancing costumes 
gym suits and shorts 
leotards and tights 

C. Safety and protective articles. Articles designed 
primarily to provide safety or protection against injury, 
while the user is engaged in industrial or general job ac-
tivities, are not included within the exemption provided for 
"clothing and wearing apparel" in § 297A.25, subd. 
1(g). These items are generally referred to as, ''safety 
equipment'' and can be included within two or more of the 
following categories: 

I. The article is principally purchased and used for the 
purpose of performing an industrial or general job activity; 

2. The article cannot normally be purchased from re-
tailers in the business of selling "clothing and wearing ap-
parel'' to the general public for everyday use; and 

3. The articles contain materials that would not be 
needed if they were only subject to general everyday use. 
(i.e., Asbestos is not needed in gloves used for dress or to 
protect hands from general environmental conditions such 
as cold, moisture, dirt, etc. However, it is needed to protect 
hands from heat exposure not normally encountered in gen-
eral everyday life such as that existing in foundry and steel 
making operations.) 

Articles worn for general use as well as in industrial or 
general job activities and not includable in two of the above 
three categories, are considered to be within the exemption 
provided for ''clothing and wearing apparel'' and are 
exempt sales. 

a. Examples of Exempt items 	b. Examples of Taxable items 

coveralls, uniforms 
	

breathing masks 
work clothes. etc. 	 ear and hearing protectors 
overshoes 	 face shields 
work shoes 	 reflective or asbestos vests, a)rOfl5, 
cloth gloves 	 gloves, suits, etc. 
safety glasses and goggles 	welding helmets 

(prescription) 
	

safety glasses 	goggles (non- 
hard hats and liners 	 prescription) 

safety belts 
finger guards 
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Tax S&U 408 Property used in agricultural and indus-
trial production. 

A. Agricultural and industrial production. Agricultural 
and industrial production includes, but is not limited to, the 
following: manufacturing; farming; processing of agricul-
tural products either vegetable or animal (other than by res-
taurants or consumers); commercial fishing; refining; smelt-
ing or reducing minerals, ores, petroleum products, etc.; 
brewing and distilling of alcoholic beverages and products; 
printing; mining; quarrying; lumbering; generating electric-
ity; horticulture; floriculture; raising of pets or fur-bearing 
animals or research animals or horses on a commercial 
basis. In addition, agricultural and industrial production in-
cludes any step or steps in the production process and the 
production, fabrication, printing or processing of tangible 
personal property for consumers, defined as a sale under 
Minn. Stat. § 297A.Ol, subd. 3(b). 

Generally, the production process begins with the re-
moval of raw materials from stock for the purpose of corn-
niencing activities effecting changes thereon in the course of 
development of the intended product. The production 
process ends when the completed state is achieved, except 
that materials used in packaging finished goods shall be 
regarded as used or consumed in the production process. 

In the case of mining, the production process shall be 
deemed to begin with the removal of overburden from the 
site of the ore deposit and to end when the last process prior 
to stockpiling is performed. If the product is not stockpiled 
prior to shipment, the production process shall be deemed to 
have ended when the last process prior to loading for ship-
ment has been completed. 

Quality control, testing, and research and development 
activities are regarded as part of the production process. The 
production process does not include the storage and preser-
vation of raw materials; the handling, storage and preserva-
tion of completed goods; or the painting, cleaning, repairing 
and maintenance of equipment and facilities. 

Effective January 1, 1974, the exemptions for industrial and 
agricultural production, provided for under the provisions of 
Minn. Stat. § 297A.25, subd. 1(h), have been amended to 
include ''accessory tools, equipment and other short lived 
items, which are separate detachable units used in produc-
ing a direct effect upon the product, where such items have 
an ordinary useful life of less than 12 months.'' Therefore, 
any reference, direct or indirect to accessory tools, equip-
ment and other short lived items in section (a), (b) and (c) of 
this regulation, should be construed to apply to the period of 
August I, 1967 through December 31, 1973. Information 
concerning the additional exemptions allowable as of 
January 1, 1974 may be found in section (d) of this regula-
tion. 

B. Exempt materials. Minn. Stat. § 297A.25, subd. 
1(h) provides exemption for all materials used or consumed 
in agricultural or industrial production of personal prop-
erty intended to be sold ultimately at retail, whether or 
not the item so used becomes an ingredient or constituent 
part of the property produced. Items included in the exemp-
tion are chemicals, fuels, petroleum products, lubricants, 
packaging materials, feeds, seeds, fertilizers, electricity, 
gas and steam. Also exempt are all materials that are in-
gredients or component parts of the product, and materials 
that act on or come in contact with the product but that are 
not machinery, equipment, implements, tools, accessories, 
appliances, contrivances, furniture or fixtures. Examples 
of such exempt materials are grinding compounds, polish-
ing compounds, and lithographic printing plates. The 
phrase ''used or consumed in agricultural or industrial 
production" also includes materials that are only used 
once in production and even though they have not been 
physically consumed they will not be used again. Exam-
ples of such exempt materials that could qualify for this 
exemption are keylines, typeset, paper pan and cake liners.  

Also exempt are all forms of animal life of a kind the 
products of which ordinarily constitute food for human con-
sumption. 

C. Taxable equipment. The exemption provided by 
Minn. Stat. § 297A.25, subd. 1(h) does not include ma-
chinery, equipment, implements, tools, accessories, 
appliances, contrivances, furniture or fixtures, or fuel, elec-
tricity, gas or steam used for space heating or lighting. 
Accordingly, a sales or use tax is imposed on not only a 
machine itself and any repair parts for it, but also the tool or 
accessory that performs the work of the machine, including 
saw blades, grinding wheels, cutters, files, molds, dies, 
patterns, jigs, printing plates and similar items. Refer to 
clause B. above for certain printing plates that qualify for 
exemption. 

Also taxable are materials purchased by a person engaged 
in agricultural or industrial production to manufacture or 
fabricate equipment, tools, etc., for his own use in the pro-
duction process and not intended for resale. Examples of 
such materials are lead used in making printing plates, metal 
or wood used in making patterns or jigs, and sand used in 
making molds. 

D. Exemptions effective January I, 1974. Exemptions 
for industrial and agricultural production, provided for 
under the provisions of § 297A.25, subd. 1(h), have been 
amended to include, ''accessory tools, equipment and 
other short lived items, which are separate detachable units 
used in producing a direct effect upon the product, where 
such items have an ordinary useful life of less than 12 
months.'' To clarify the administration of this amendment 
the words, ''separate detachable units, used in producing a 
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S direct effect, and ordinary useful life'', are determined to 
have the following meanings: 

I. Separate detachable unit: This refers to accessory 
tools, equipment or short lived items that are attached to 
machinery when being used. These items are generally pur-
chased separately from the purchase of the basic machine, 
and do not include the basic machine and its component 
parts such as belts, pulleys, gears, shafts, bearings, etc. 
Examples of items considered to be "separate detachable 
units'' include but are not limited to drill bits, cutting tools, 
grinding wheels, abrasive and polishing belts, sheets and 
discs, taps, reamers, printing plates, saw blades, and certain 
dies, jigs', patterns and molds; however, if these items are 
included in the purchase price of the basic machine, and are 
not separately stated, they will be considered as part of the 
basic machine and taxable. Subsequent replacement of these 
items will be considered exempt. In addition to the basic 
machine and its repair parts, hand tools, such as hammers, 
pliers, and clamps, wrenches, screwdrivers, crowbars, etc., 
are not considered to be ''separate detachable units'' and are 
thus taxable. 

2. Used in producing a direct effect: Accessory tools, 
equipment and other short lived items are included within 
this denition if they are used or consumed in industrial or 
agricultural production in a manner which directly causes a 
physical or chemical change upon or within the materials 
being processed. Examples of items within this exemption 
include but are not limited to drill bits, cutting tools, grind-
ing wheels, abrasive and polishing belts, sheets and discs, 
taps, reamers, printing plates, saw blades and certain dies, 
jigs, patterns and molds. Examples of items not exempt 
under this provision are conveyor belts, rollers, etc., that 
only serve to move the product from place to place. 

The phrase "used in producing a direct effect upon the 
product'' shall not be deemed to imply a requirement for 
a direct physical contact with the product. Items which do 
not come into contact with material being processed and 
are not the agents which by direct contact with the 
product produce physical or chemical changes shall never -
theless be considered to be ''used in producing a direct 
effect upon the product'' if their use serves the purpose 
of determining the shape, contour, configuration, content 
or arrangement of content of the item (or any part thereof) 
being produced. Such items shall be considered as "used 
in producing a direct effect'' since the desired change in 
the material being acted upon is accomplished only by 
the combined effect of such items acting in conjunction 
with the items which actually have the direct physical 
contact with the product. 

Tax S&U 408 
Items which are used in creating and/or maintaining a 

condition which must prevail before a desired physical 
or chemical change can be effected on a product are not 
considered as being used to produce the direct effect, 
i.e., the physical or chemical change sought in the ma-
terial being processed.  

To illustrate the application of this principle the fol-
lowing examples of qualifying and non-qualifying items 
are set forth: 

Circuit Board Drill Tapes - These tapes coordinate 
where holes are to be drilled on the circuit board and elec-
tronically guides the drilling apparatus to the proper posi-
tion. Without this tape being used in conjunction with 
the drilling apparatus the circuit board would not be able 
to be manufactured.  

Master tapes from which copies are made are the media 
which determine the arrangement of the magnetic mate-
rials on the copy and are therefore considered to be used 
in producing the direct effect resulting in the reproduc-
tion.  

Photographic transparencies are used in conjunction 
with light to produce a desired effect which the light alone 
would not produce. 

Examples of items not meeting the criteria are: drill  
extension bars, drill chucks, burner tips. While these 
items might be considered to be separate detachable 
units they neither cause the physical or chemical change 
which might be associated with their use, nor is their 
use for the purpose of determining the shape, contour,  
etc., of the item. 

3. Ordinary useful life: An item will be considered 
exempt if its ordinary useful life to the taxpayer is less than 
12 months, and the item qualifies as an expense rather than a 
capital item for Federal income tax purposes. This can be 
done by providing evidence that prior purchases of similar 
items had useful lives of less than 12 months. If the taxpayer 
can prove that his ordinary practice demonstrates a useful 
life of less than 12 months, then he need not provide that all 
such items are similarly treated. The taxpayer's normal 
practice and experience will be determinative. Junking, 
scrapping, wearing Out, or disposition of the item is conclu-
sive evidence of the end of its ordinary useful life. Retention 
subsequent to usage is not evidence of continued useful life 
unless the item is again held for use or put into use in the 
taxpayer's ordinary production process. 

S 
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E. Packaging materials. 

I. General. Sales of materials to persons engaged in 
agricultural or industrial production for use in packaging, 
shipping, or delivering tangible personal property 
produced or manufactured by them are exempt. The term 
"packaging material'' includes non-returnable containers, 
but does not include returnable containers except as other-
wise specified herein. 

Price tags, shipping tags and address labels, invoices and 
advertising matter to be used in connection with the sale of 
property or to be enclosed with property sold are not in-
cluded within the meaning of packaging materials. 

2. Returnable containers. Returnable containers con-
stitute equipment and in general do not come within the 
scope of the exemption provided under Minn. Stat. 
§ 297A.25, subd. 1(h). However, purchases subsequent 
to December 31, 1973 of returnable containers for use in 
packaging food and beverage products are within the 
exemption by specific statutory authorization. 

Returnable containers include steel drums, barrels, bot-
tles, boxes, cases, tanks, gas cylinders, sacks, cans, etc., 
which are designed and ordinarily used for more than one-
tinie use as containers. They are customarily expected or 
required to be returned by customers to the vendor of the 
contents for re-use. Vendors commonly require a deposit or 
payment by the customer with the understanding that the 
amount of the deposit will be refunded either in cash or in 
credit when the container is returned to the vendor. Regard-
less of the condition or appearance of the container, it will 
be deemed to be a returnable container if the vendor re-
quired a deposit or payment from the customer, and if there 
is an implied agreement that the deposit will be refunded 
upon return of the container. Containers which customers 
fail to return will not affect the taxable status of such con-
tainers. Deposits charged customers as security for the re-
turn of containers are not subject to tax if such amounts are 
separately stated on the invoice or billing. 

Amounts for material consumed in the repair or recondi-
tioning of taxable returnable containers are taxable unless 
the provisions of Tax S&U 102(d) apply. 

3. Internal components. Internal components are mate-
rials used inside of packages and containers in order to 
shape, form, preserve, stabilize or protect the contents. 
Examples include: excelsior, straw, cardboard fillers; 
separators; shredded paper; ice; dry ice; cotton batting; 
laths; sawdust and other items of a similar nature. Returna-
ble internal components other than those purchased sub-
sequent to December 31, 1973, for use in packaging food 
and beverage products are equipment and are not within the 
packaging materials exemption. Nonreturnable internal 
components are packaging materials. 

4. Dunnage. Sales of bracing, clocking, skidding, 
shoring and other materials commonly known as dunnage 
are exempt to persons engaged in industrial or agricultural 
production of tangible personal property when used in con-
nection with the shipment of their products to customers. 
However, sales of these same items to vendors of transpor-
tation services are taxable unless otherwise exempted by 
Minn. Stat. § 297A.Ol to 297A.44. 

5. Packaging materials used in performing nontaxable 
services. Sales of packaging materials such as bags, wrap-
ping paper, boxes, clothes hangers, etc., to vendors of per-
sonal services do not come within the exemption provided 
in Minn. Stat. § 297A.25, subd. 1(h), and are taxable. For 
example, a dry cleaning establishment is a vendor of clean-
ing and laundering services and uses bags, wrapping paper 
and clothes hangers when returning customers' property. 
Sales of such items to the dry cleaning establishment are 
taxable. 

Meat locker operators are vendors of personal services 
when they cut meat furnished by their customers into 
smaller pieces, which they wrap and place in cold storage 
for the customers' convenience. Sales of wrapping paper, 
tape, etc., for this purpose are taxable. However, meat 
locker operators who also make retail sales as well as cut-
ting meat furnished by their customers may purchase wrap-
ping materials exempt for resale and report and pay use tax 
on the portion of the wrapping materials used in performing 
the cutting service. 

Tax S&U 411 Isolated or occasional sales. 

A. In general. As provided in Minn. Stat. § 297A.25, 
subd. 1(k), the sales or use tax does not apply to isolated or 
occasional sales of tangible personal property made by a 
person who is not engaged in selling such property in the 
normal course of business. The term "isolated'' is defined 
as ''standing alone or solitary." The term "occasional'' is 
defined as "occurring at infrequent intervals'' or as "inci-
dental" or as "casual''; that is, as distinguished from events 
of a similar nature recurring with some degree of regularity. 

B. Isolated or occasional sales. The following transac-
tions are considered to be isolated or occasional sales: 

1. Infrequent sales of a non-recurring nature made by 
a person not engaged in the business of selling tangible 
personal property. 

Example I. The sale of a used vacuum cleaner by a 
housewife to a neighbor. 

Example 2. Sales by executors, administrators, trustees 
and other fiduciaries in the liquidation of an estate, except 
inventory or stock in trade. 

S 
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S Example 3. Sales or executions pursuant to a court order 
or by a court officer. 

2. Infrequent sales of a non-recurring nature of tangi-
ble personal property acquired for use or consumption by 
the seller, and not sold in the regular course of business of 
such person. 

Example I. The sale of a typewriter by an insurance 
company which does not regularly dispose of such equip-
ment. 

Example 2. The sale of used machinery, fixtures, equip-
ment and similar itenis by a person engaged in a business or 
occupation such as manufacturing or operating a retail store, 
where such person does not sell such itenis in the regular 
course of business. Owner may retain services of auctioneer 
if sale is conducted on owner's premises and owner's iden-
tity is disclosed. 

Example 3. The sales of an entire business by the owner 
thereof except that the transfer of inventory or stock in trade 
constituting a part of such sale is not exempt as an isolated 
sale. 

C. Non-isolated sales. The following are examples of 
transactions that are not considered isolated or occasional 
sales; 

I. The sale of property held primarily for sales to cus-
tomers in the ordinary course of trade or business. 

€*ninple 4 'Aiictienee Fegelal4y engages in i-he bas-
ness of se#irtg pfopesy af auction en a eemmssien basis He 
eit-hef leases Of ewes i-he p1-ace of bes-iness whefe sales ae 
ina1e MI sales anale by i-he A*+ei-ienee t4n4ef snh Oif-
ewes-i-anees sa'e eeesi-defed to be t-fansfefs of possession fof a 
ensIefat4ee n*I i-has sales wi-hin i-he meetnng of See-
i-i-en 97A .01, &tbd 4a Sinee st*eh sales ae aef isolated ec 
eceas+etm-I i-hey ae taxable on1ess ei-hefwise exempt- 

€*anip1e 2--  Example I. Leasing company sells a bull-
dozer to "X'' which was previously used in its business 
by leasing to others. Inasmuch as leases constitute sales, 
leasing company is deemed to be in the business of sell-
ing this kind of property. The sale of the bulldozer to 
"X' is not an isolated or occasional sale. 

2. The sale of stock in trade or other property of a kind 
which would properly be included by a manufacturer, 
wholesaler, retailer, jobber, or other vendor in inventory, 
even though such sales are infrequent and only comprise an 
insignificant fraction of the vendor's total business. 

Tax S&U 411 
Exaniple I. Sporting goods store sells one power cruiser 

during the calendar year. The sale is taxable. 

3. Sales which constitute an integral part of a business 
even though the sale of such tangible personal property is 
not the prinlary business of the seller (as the sale of repos-
sessed property by a finance company). 

4. The sale of by-products, waster, scrap and other 
obsolete and used equipment by a person engaged in a busi-
ness, when sales are regularly made to employees or to the 
public to dispose of these items. 

D. Garage sales and flea markets. A ''garage sale" is a 
sale by a person or persons selling their excess personal 
belongings in a garage, porch, backyard, basenient, etc. If 
the items sold have not been collected or purchased for the 
purpose of resale, the sales are isolated or occasional. If a 
person collects or purchases items for resale, he is deemed 
to be in business, and must obtain a sales and use tax permit 
and collect and remit tax on his sal&s of taxable items. 

A gathering of vendors selling their merchandise at one 
location is commonly referred to as a "flea market". A flea 
market differs from a garage sale in that the vendors col-
lected or purchased or manufactured the merchandise with 
the intention of reselling it. Each vendor at a flea market 
must obtain a sales and use tax permit and collect and remit 
tax on his sales of taxable merchandise. 

A fee paid for leasing an area in a flea market is not a 
lease of personal property and is not taxable. 

Admissions to flea markets are not taxable. 

E. Sales by non-profit organizations. Sales of tangible 
personal property by non-profit organizations at bazaars, 
fairs, picnics, rummage sales or similar events will be 
deemed to be isolated or occasional if two non-consecu-
tive days of such sales or less are held in any calendar 
year. If more than two sales are held in any calendar year 
or if a sale is held for two or more consecutive days, all 
sales are subject to tax. Whefe sales aie made *4 soeh 
eveHf s by a pefsen-- hel-ditig a sales and tise i-st-* pefm-t-
Of whefe s+teh tpefsefl2 is feq'affed i-n held a sales and 
one la* pefmif because i-i-s selling e'enf s a'e in e*eess of 
i-he ettinbef pes-mi-ted- stteh sales wi4I eon si-ii-t4e sales made 
in 4-he fegt4af eet+ise of bosiness and *we i-a*nble- If tangi-
ble personal property is sold at such an event by a person,  
holding a sales and use tax permit, other than the non-profit 
organization, the sales by such person would be taxable.  

hEY: Existini rules arc printed in standard type face, with s4le tsts to indicate deleted language and underlining to indicate new 
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A sale made by a non-profit organization at which only 
items exempt from tax under Minn. Stat. § 297A.25, subd. 
1(a), (b) or (g) are sold shall not be included as an event for 
purposes of this clause (e). 

Example I. Non-profit Organization "X" conducts sales 
on two nonconsecutive days during the calendar year, the 
first on January 15, 1971, and the second on February 18, 
1971. As no more than two such events of one day's dura-
tion each occurred during the calendar year, the sales made 
at such events are exempt as isolated or occasional sales. 

Example 2. Non-profit Organization "Y'' conducts a sale 
on April 15 and 16, 1971. "Y'' does not conduct any other 
sales during 1971. As this event was longer than one day's 
duration, the sales made constitutes sales in the regular 
course of business, and ''Y" is required to secure a sales 
and use tax permit, collect the tax due and remit same to the 
Commissioner, unless such sales are otherwise exempt 
under the Sales and Use Tax Law. 

Example 3. Non-profit Organization ''Z'' conducts a sale 
on March IS, 1971, and another sale on May 10, 1971. 
''Z'' reports no gross receipts, pursuant to the provisions of 
this clause (e) exempting such sales. On December 5, 1971, 
"Z" conducts a sale of property taxable under the Sales and 
Use Tax Law. Consequently, sales made at this event, as 
well as the previous sales made on March 15, 1971, and 
May 10, 1971, are non-isolated sales, and ''Z'' is required 
to secure a sales and use tax permit and to report the gross 
receipts from all three events that occurred during the calen-
dar year. 

Example 4. Same facts as in Example 3, except that the 
sale by Non-profit Organization "Z" held on December 5, 
1971, is a bake sale at which only exempt food products for 
home consumption are sold. The bake sale held on De-
cember 5, 1971, does not constitute a sales event; con-
sequently, Non-profit Organization "Z'' has not exceeded 
the limitation of two events of a single day's duration, and 
the previous sales will be deemed to be isolated or occa-
sional sales. 

F. Occasional meals. While the furnishing, preparing or 
serving of meals or drinks for a consideration generally 
constitutes sales within the meaning of the Sales and Use 
Tax Law, such sales are not sales of tangible personal prop-
erty and thus do not come under the exemption for "the 
isolated or occasional sale of tangible personal property'' 
provided in Minn. Stat. § 297A.25, subd. 1(k). However, 
occasional meals served by charitable or church organiza-
tions are specified in the statute as not being included in the 
meaning of ''sale'' and accordingly are exempt from tax. 
See regulation Tax S&U 108, clause (e), regarding the 
status of meals by charitable or church organizations. 

G. Admissions. The granting of the privilege of admis- 

sion to places of amusement or athletic events and the 
privilege of use of amusement devices is a taxable sale 
under Section 297A.01, subd. 3(d). However, such sales 
are not sales of tangible personal property and thus do not 
come under the exemption for ''the isolated or occasional 
sale of tangible personal property'' provided in Section 
297A.25, subd. 1(k). 

Tax S&U 415 Charitable, Religious, and Educational 
Organizations. 

A. In general. Minn. Stat. § 297A.25, subd. 1(p), 
exempts from sales and use tax, ''the gross receipts from 
the sale of tangible personal property to, and storage, use 
or other consumption of such property by, any corpora-
tion, society, association, foundation, or institution or-
ganized and operated exclusively for charitable, religious 
or educational purposes. if the property is to be used in 
the performance of charitable, religious or educational 
functions .....The property purchased must be used in 
the performance of the charitable, religious or educational 
function of the tax exempt organization. For example,  
furniture purchased by a church for use in its parsonage 
is exempt since it is purchased wtth +he eei'egiens 
eontributieiis te he chufeh for use by persons that ad-
minister religious activities to the congregation. These 
items are not purchased for the personal use of any one 
specific person but rather for the operation of a religious 
organization. However, purchases of bingo equipment 
such as bingo cards and accessory bingo equipment by 
churches for fund raising are taxable as being property 
purchased for use in non-religious functions.  

Although the furnishing of meals, admissions and lodg-
ings are defined in Minn. Stat. § 297A,Ol, subd. 3(c), (d) 
and (e) as sales, they are not sales of tangible personal prop-
erty and cannot be exempted under Minn. Stat. § 297A.25, 
subd. 1(p), when purchased by a charitable, religious or 
educational organization. 

For purposes of brevity and convenience, charitable, reli-
gious or educational purposes will be referred to as "exempt 
purposes'', and an organization, society, association, foun-
dation or institution organized and operated exclusively for 
''exempt purposes'' will be referred to as an "exempt or-
ganization.'' 

B. Charitable defined. ''Charitable" is used in its gener-
ally accepted legal sense and includes relief of the poor, 
under-privileged, distressed and defective, the care of the 
sick, the infirm or the aged; erection or maintenance of 
public buildings and monuments; lessening of the burdens 
of government; lessening of neighborhood tensions; elimi-
nation of prejudice and discrimination; defense of human 
and civil rights secured by law; and combating of commu-
nity deterioration and juvenile delinquency. 
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C. Religious defined. "Religious'' refers to an institu-

tion that conducts worship services at regular intervals in a 
structure owned, leased or borrowed for that purpose, and 
organizations affiliated with or related thereto, which exist 
exclusively for the furtherance of the religious purposes of 
the institution. 

D. Educational defined. "Educational'' relates to the in-
struction or training of individuals to improve or develop 
their capabilities, or the instruction of the public on subjects 
useful to the individual and beneficial to the community. 
Examples of educational institutions are primary and sec-
ondary schools, colleges and universities, and professional 
and trade schools having a regularly scheduled curriculum, 
a regular faculty and a regularly enrolled body of students in 
attendance at a place where the educational activities are 
regularly carried on. Educational organizations include 
P.T.A., Boy Scouts, Girl Scouts, Camp Fire Girls, 
Y.M.C.A., Y.W.C.A., and youth athletic and recreational 
programs such as Little Leagues. Other educational institu-
tions include museums, zoos, planetariums, symphony or-
chestras and other similar organizations. 

An organization may be educational even though it advo-
cates a particular position or viewpoint, so long as it 
presents a sufficiently full and fair exposition of the perti-
nent facts as to permit an individual or the public to form an 
independent opinion or conclusion. 

E. Organization and operational tests. In order to be an 
"exempt organization'', an organization must be organized 
and operated exclusively for ''exempt purposes." The fol-
lowing tests will be used in determining whether or not an 
organization qualifies as an "exempt organization'': 

I. An "exempt organization'' may not be organized 
or operated for the purpose of making a profit which inures 
to the benefit of any private shareholder or individual. The 
organization must be able to demonstrate by its articles of 
incorporation or if unincorporated, a certified copy of its 
constitution and by-laws, and its financial statenients that: 

a. No part of the net earnings of its activities inures 
to the benefit of any private shareholder, or individual 
member; and, no part of its assets will directly or indirectly 
be transferred, in the event of dissolution of a corporation or 
termination of an unincorporated association to its mem-
bers, founders or shareholders. 

b. It is supported and maintained at least in part by 
benevolent contributions; that is, one of its sources of sup-
port is donations, income from donations, and contributions 

Tax S&U 415 
and dues of members for which they receive no direct ben-
efit. 

The fact that an organization may receive voluntary con-
tributions from those who benefit from its activities will not 
necessarily prevent its being an "exempt organization.'' 
But if it is determined that the services rendered by the 
organization are conditioned upon the receipt of a "con-
tribution'' the services rendered may be regarded as a com-
mercial activity. 

The fact that an organization is nonprofit does not neces-
sarily make it an ''exempt organization.''The following are 
examples of non-profit organizations which do not qualify 
for exemption: organizations attempting to influence legisla-
tion or participating in political campaigns; fraternal or ben-
eficial societies; clubs organized and operated for pleasure, 
recreation or other similar purposes; and volunteer 
employee benefit associations. Thus, such organizations as 
Masons, Knights of Columbus, B'nai B'rith, League of 
Women Voters, Chambers of Commerce, retail and credit 
trade associations and American Legion are not ''exempt 
organizations''. 

2. If an organization, by the terms of its articles, has 
purposes that are broader than the ''exempt purposes'' spec-
ified in Minn. Stat. § 297A.25, subd. 1(p), the fact that its 
actual operations have been exclusively in furtherance of 
"exempt purposes'' is not sufficient to make it an ''exempt 
organizaton." Similarly, an organization that is organized 
exclusively for ''exempt purposes'' is not an ''exenipt or -
ganization'' if significant part of its operations are not in 
furtherance of its "exempt purposes.'' 

3. An organization is not an "exempt organization" if 
it is either organized or operated to make substantial at-
tempts to influence legislation or intervene or participate in 
a political campaign (including the publishing or distribut-
ing of statements.) 

4. An "exempt organization'' must serve a public 
rather than a private interest. Thus, to gain exemption an 
organization must establish that it is not organized or opèr-
ated for the benefit of private interests such as designated 
individuals, the creator or his family, shareholders of the 
organization, or persons controlled directly or indirectly by 
such private interests. An organization which is organized 
or operated primarily for the benefit of its individual 
nonexempt members rather than for the benefit of the gen-
eral welfare does not qualify for exemption. 

5. The assets of an "exempt organization'' must be 
dedicated to an ''exempt purpose.'' An organization is not 
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an "exempt organization'' if its net earnings are used in 
whole or in part to the benefit of shareholders or individuals 
who have a personal or private interest in the activities of 
the organization. 

6. Effective July I, 1977, an exempt organization will 
lose its status as an exempt organization under Minn. Stat.  
§ 297A.25 subd. 1(p) if the employer, who employs 10 or 
more individuals who are residents of this state, fails to pro-
vide qualified health insurance for its employees pursuant 
to Laws of 1976, ch. 296.  

F. Derivative organizations. An organization may qual-
ify derivatively for exemption if its members are "exempt 
organizations'' and the organization is organized and oper-
ated exclusively to assist its member organizations in carry-
ing out their exempt purposes. 

G. Exemption certificates. A religious or educational or-
ganization may furnish properly completed Certificates of 
Exemption, Forms ST-3, in making exempt purchases of 
tangible personal property. A charitable organization must 
apply for and receive a Certificate of Exempt Status, Form 
ST-17, and furnish copies of that certificate in making 
exempt purchases of tangible personal property. As a matter 
of convenience for themselves and their suppliers, religious 
and educational organizations may also apply for and re-
ceive Certificates of Exempt Status. 

The Application for Certificate of Exempt Status, Form 
ST-16, is available upon request from the Sales and Use Tax 
Division. The application should be fully executed and 
submitted with the necessary supporting documents. No 
charitable organization making purchases after July 1, 
1969, shall be entitled to make such purchases exempt from 
the sales and use tax unless a Certificate of Exempt Status 
has been issued by the Commissioner of Revenue. 

If an organization is organized and operated exclusively 
for an "exempt purpose'', exemption will be granted to the 
organization regardless of the purpose indicated in its Ap-
plication for Certificate of Exempt Status. For example, if 
an organization claims exemption on the grounds that it is 
''educational'', exemption will not be denied if it is, in fact, 
"charitable''. 

Tax S&U 421 Taconite Plant Construction and Expan-
sion Exemptions.  

A. General. Minn. Stat. § 297A.251 exempts from the 
sales and use tax materials, supplies and equipment used or 
consumed in constructing or incorporated into a new tacon-
ite plant or the expansion of an existing taconite plant, if 
such expansion results in an increase in production capacity 
of at least 10 percent. Included in this exemption is the 
lease of equipment used in construction. In order for the  

exemption to be applicable, the following criteria must be 
met: 

I. The construction must have been started prior to 
February 1, 1975.  

2. The materials, supplies or equipment must have 
been purchased after October 30, 1971. 

3. The materials, supplies or equipment must have 
been used or consumed in connection with such construction 
or incorporated into the new plant or plant expansion before 
July 1, 1978. 

4. In the case of leased equipment, the lease payments 
must have been made for periods beginning after October 
30, 1971 and ending prior to July 1, 1978.  

5. The purchaser must be the owner, a construction 
contractor or construction sub-contractor. 

B. Property exempt. 

1. All tangible personal property physically incorpo-
rated into the construction such as bricks, cement, steel 
beams, electrical supplies, glass, woodwork, paint and paint 
supplies, pipes and valves, aluminum sheathing, wood and 
composition sheathing, lumber, plastics, roofing and wall-
boards, lighting fixtures, plumbing and bathroom fixtures, 
furnaces, boilers and heating units for space heating, pre-
fabricated cabinets and central air conditioning units.  

2. Materials and supplies not incorporated in construc-
tion but consumed with construction. Included in this 
category are items such as lubricants, oxygen and acetylene, 
items used by field offices and shops including electricity, 
fuel, office supplies, toilet and washroom supplies.  

3. Equipment purchased for and used in construction 
of the plant. In the case of equipment used in the construc-
tion of a taconite plant, which equipment meets all of the 
criteria specified in clause (a) and which has a useful life 
beyond the date of completion of the construction, or July 1, 
1978, whichever occurs earlier, and which is thereafter not 
incorporated into the plant, a use tax shall be due on a por-
tion of the purchase price in the ratio that the estimated re-
maining useful life bears to the estimated useful life at the 
time of acquisition. The period of the estimated remaining 
life shall commence with the date the use of the equipment 
on the plant is discontinue dor July 1, 1978, whichever is 
earlier. 

4. Equipment which is part of the operational facility 
but not incorporated into the construction. Examples of 
items included in this category are: drilling machinery, bull-
dozers, draglines, haul trucks, portable pit offices, dump 
shacks, office equipment, desks, portable lockers, ware-
house shelving, fork lifts, vacuum cleaners, lunch room 
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S tables and chairs, etc. In the case of a plant expansion such 
items shall be exempt only to the extent related to the ex-
panded facility. Equipment purchased for replacement of 
equipment in or for the previously existing plant does not 
come within the exemption.  

C. Motor vehicles. Motor Vehicles for which registra-
tion is required under the provisions of Minn. Stat. ch. 168 
are not included within the exemption. Motor vehicles not 
subject to such registration may be exempt if qualified under 
preceding clauses (a) and (b).  

D. Application for taconite plant material exemption.  
To quilify for the exemption from sales or use tax on  
purchases of tangible personal property or lease of equip-
ment, made pursuant to contracts for construction of a new 
plant or the expansion of an existing plant, a contractor or 
sub-contractor must file with the Sales and Use Tax Division 
a copy of the construction contract and an "Application 
for Taconite Plant Material Exemption," Form ST-7TP.  
Where an owner purchases or leases tangible personal 
property which he will incorporate into the construction of a 
new plant or expansion of an existing plant, a letter of ap-
plication must be submitted to the Sales and Use Tax Divi-
sion, unless the owner is the holder of a Direct Pay Permit.  
In the case of an approved application, an exemption cer-
tificate and number will be issued to the applicant. 

Tax S&U 422 Senior Citizen Organizations  

A 1974 amendment to Minn. Stat. § 297A.25, subdivi-
sion 1(p) effective August 1, 1974, allows an exemption 
to any senior citizen group organized and operated ex-
clusively for pleasure, recreation and other non-profit pur-
poses, no part of the net earnings of which inures to the 
benefit of any private shareholder. Senior Citizen groups are 
eligible for exempt status if they meet two requirements.  
One, they must be formally organized for pleasure, recrea-
tion or other non-profit purpose. Two, they must limit their 
membership to senior citizens who have attained the age of 
ô5 years or over. To receive exempt status certificate 
(ST-17) a senior citizen group must make application on 
Form ST-16.  

Tax S&U 423-499 Reserved for future use. 

Tax S&U 508 Claim for Refund. 

A. In general. A person, as defined in Minn. Stat. 
§ 297A.Ol, subd. 2, who has overpaid sales or use tax for 
any period, may file a claim for refund with the Commis-
sioner for the amount of the overpayment. The claim for 

Tax S&U 508 
refund shall be submitted on Form ST-i 1 and shall be com-
pleted in the manner prescribed therein. Every adjustment 
to total taxable amount, credits and tax computation shall 
be adequately supported. The claim shall set forth in detail 
each ground upon which it is made, and facts sufficient 
to indicate to the Commissioner the exact basis thereof. 

B. Conditions to be met before the Commissioner shall 
entertain a claim for refund. 

I. The person filing a claini for refund shall have paid 
the tax upon which the claim is based directly to the Com-
missioner (or the tax was collected from such person other 
than by means of court action in district court, either at law 
or in equity by the Commissioner), except the following: 

a. A person who has paid an amount of tax to a 
retailer of electricity on the purchase of electricity for ag-
ricultural production which is exempt from tax under Minn. 
Stat. § 297A.25, subd. 1(h), may claim a refund or credit 
of such tax on his Minnesota income Tax Return notwith-
standing any other provisions of the Sales and Use Tax 
Law. Such refund or credit shall be made pursuant to Minn. 
Stat. § 290.501. 

b. A disabled veteran who himself purchases build-
ing materials or on whose behalf a contractor, subcontractor 
or builder purchases building materials after June 30, 1971, 
for use in the construction or remodeling of his residence, 
when the construction or remodeling is financed in whole or 
in part by the United States in accordance with 38 United 
States Code, Sections 801 to 805, as amended, may claim a 
refund directly from the Commissioner. Claim for Refund 
Form ST-I ldv is available upon request from the Depart-
ment of Revenue for use by disabled veterans in making 
such claims. See Tax S&U 419. 

Example I. ''X'' Company failed to file sales and use tax 
returns for the periods beginning August 1, 1967 and ending 
January 31, 1968. Acting upon information obtained from 
various sources, the Commissioner prepared returns for 
"X" Company for these periods and assessed a tax of 
$900.00, plus penalties and interest. As "X" Company did 
not pay the tax, penalties or interest within thirty days, the 
Commissioner brought an action in Ramsey County District 
Court to collect the tax. Although "X" Company contested 
the action, the Court rendered judgment in favor of the 
Commissioner for the entire amount of the assessment plus 
penalties and interest. Thereafter, "X'' Company paid the 
amount due and filed a claim for refund for $300.00. "X" 
Company submitted additional information tending to sub-
stantiate its claim. However, as the payment was collected 
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by means of a court action (see Section 297A.33, subds. I 
and 3), the Commissioner must deny the refund. 

Example 2. "Z" Company billed Consumer for the 
purchases made by latter. Consumer, who was engaged in 
industrial production, paid the amount billed, plus sales tax 
thereon, although the materials used by him were exempt 
from the tax because they were consumed in industrial pro-
duction. Thereafter, Consumer filed a claim for refund of 
tax on materials properly exempt. The claim for refund will 
be denied as Consumer did not pay the tax to the Commis-
sioner. However, "Z" Company may file with the Com-
missioner for refund fo such overpayment. 

Example 3. Electrical Power Cooperative billed Farmer 
for the total amount recorded on the latter's meter. Farmer, 
who was engaged in agricultural production, paid the 
amount billed, plus sales tax thereon, although fifty percent 
of the electricity used by him was exempt from tax because 
it was consumed in agricultural production. Electrical 
Power Cooperative may complete the affidavit portion of 
Form EAC and furnish it to Farmer to be completed and 
filed by Farmer with this Minnesota Income Tax Return in 
accordance with Section 290.501. 

2. A claim for refund shall be filed within two years 
after a tax was paid or collected, or within three years after a 
return was filed, whichever period is longer. If the Commis-
sioner and the claimant have consented to extend the time 
for assessment of tax under the provisions of Minn. Stat. 
§ 297A.34, subd. 6, the claim may be filed within such ex-
tended period. For purposes of ascertaining whether a claim 
for refund is timely filed with the Commissioner, a return 
filed prior to the date on which such return was due shall be 
determined to have been filed on the date when due. A 
return postinarked on the date due shall be determined to 
have been filed as of that date. 

Example 1. ''R" filed a sales and use tax return on 
January 15, 1968 for the month of December, 1967, and 
paid to the Commissioner $1,200.00, the tax due on the 
return. On January 20, 1971, ''R'' filed a claim for refund 
of $300.00 and submitted evidence tending to substantiate 
his claim. The Commissioner will act on the claim for re-
fund as it was filed within three years of the period begin-
ning on January 25, 1968, the due date for filing the return 
for December, 1967. 

• 3. Such person shall have filed the sales and use tax 
return upon which such claim is based. A claim filed by a 
corporation must bear the signatures and titles of the officers 
having the authority to sign for the corporation. 

Whenever it is necessary to have the claim executed by an 
attorney or agent on behalf of the claimant, an authenticated 
copy of the document specifically authorizing such agent or 
attorney to sign the claim on behalf of the claimant must 
acconipany the claim. 

If a return is filed by a person who dies after filing such 
return, and a refund claim is thereafter filed by a legal 
representative fo the decedent, certified copies of the letters 
testamentary, letters of administration or other similar evi-
dence must be annexed to the claim to show the authority of 
the executor, administrator, or other fiduciary by whom the 
claim is filed. if an executor, administrator, guardian, trus-
tee, receiver or other fiduciary files a return and thereafter a 
refund claim is filed by the same fiduciary, documentary 
evidence to establish the legal authority of the fiduciary 
need not accompany the claim, provided a statement is 
made on the claim showing the return was filed by the 
fiduciary and that the latter is still acting in such capacity. 

C. Action taken by the Commissioner after a claim for 
refund is filed. 

1. Upon receipt of a claim for refund, the Commis-
sioner shall examine the return and make any investigation 
or examination of any of the accounts and records pertaining 
to such claim that he deems necessary. The Commissioner 
shall then prepare written findings, either denying or allow-
ing the claim, in whole or in part, and shall mail a notice to 
the person filing the claim at the address stated on the return 
or to any other address furnished by the claimant in writing. 

2. The amount allowed by the Commissioner as a re-
fund shall first be applied against any sales or use tax owed 
to the Commissioner by the claimant, and any remaining 
balance due the claimant may be applied against any other 
delinquent tax liability owed by the claimant. l-n4efest at 
fetii pefeent pe year shall be paid en the ameont Fefeftded Of 

efed ted ffon1 the dnte of overpayment to the date when sueb 
rcfund OF efedtt is aotheeoed by the Cenn+ssienec Interest 
shall be allowed on the amounts refunded or credited from 
the date of overpayment  to the date when such refund or 
credit is authorized by the Commissioner.  

On overpayments made on returns due before July 2, 
1975, interest shall be allowed at the rate of4% per annum.  

On overpayments made on returns due after July 1, 1975, 
interest shall be allowed at the rate of 6% per annum. 

3. Where a claim for refund made by a vendor is based 
upon overpayment of sales tax by a consumer to the claim-
ant, the Commissioner, for purposes of ascertaining the va-
lidity of such claim, may request substantiation of such 
overpayment by the consumer, or examine such consumer's 
records. If the Commissioner is unable to establish the va-
lidity of such overpayment after conducting an examination 
of the consumer's records, he shall deny the claim. 

D. Amended sales and use tax return may be filed in lieu 
of claim for refund Form ST-li. An amended sales and use 
tax return or consumer's use tax return may be filed in lieu 
of Form ST-il. However, it is necessary that every adjust- 

S 
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ment to the total taxable amount on the amended return be 
adequately supported. The amended return shall be filed for 
the same period as the period that is being corrected and the 
words "Amended Return" shall be placed at the top of the 
return. The sanie requirements indicated in this regulation 
for filing a claim for refund, Form ST-Il, apply to amended 
returns filed in lieu of Form ST-il. 

E. No refund shall be made where the amount is $1.00 or 
less. 

Tax S&U 510 Penalties and interest. 

(n 1-a genet'aL €ffeet'e May 24 4%9- the fate 
ef +ntefest payssb4e en dehag*ent ta€ and penalty was in-
efeased by law freffi feat peneefit to eight pefeent pe anaain-
latefest en a++pa4d liabili+ies that beeaffie due p1tec to May 
.24 4969 s eempated at few pefeent pe annem ffem the 
due date te May 24 49€,9 and theteaftef at the fate of eight 
pefeent pet annum ftom May 24 4969- i  until tiate ef pay mcnt 
The tate of penal ties was a4s ehange€h Refef to pr-of feg&n-
finn fot appropriate tate of penalty en tan whieb beenme due 
per- to May 24-i  -1-969T 

A. Interest. Interest on unpaid liabilities shall accure as 
follows:  

1. On returns due prior to May 24, 1969 unpaid ta  
plus the late payment penalty shall bear interest at the rate 
of four percent per annum until May 24, 1969 and there-
after at the rate of eight percent per annum on the total of 
the tax plus all penalties.  

2. On returns due after May 23, 1969 and prior to 
July 2, 1975 unpaid tax plus all penalties shall bear interest 
at the rate of 8% per annum.  

3. On returns due after July 1, 1975 unpaid tax plus 
all penalties shall bear interest at the rate of 10% per annum.  

B. Late payment. In accordance with Miñn. Stat. 
§ 297A.39, if a taxpayer fails to pay any tax imposed by the 
Sales and Use Tax Law or any portion of such tax when 
due, a penalty equal to ten percent of the tax unpaid shall be 
assessed unless the Commissioner has extended the time for 
filing the return and remitting the tax. (See Minn. Stat. 
§ 297A.26, .27 and .30 regarding the due date for filing the 
return and remitting the tax.) 

The amount of tax not timely paid together with the 
penalty imposed thereon shall bear i-atetest at the rate of 
eight peteent per- annum from  the applicable rate of interest 

Tax S&U 510 
from the time the tax should have been paid until paid. 
The phrase ''timely paid'' means the due date as provided 
by law or under an extension of time as granted by the 
Commissioner. 

Example 1. On November 24, 1971, Retailer remits tax 
of $200.00 due on October 25, 1971, for the month of 
September. A ten percent penalty is assessed. The required 
amount to be paid on November 24, 1971, is calculated as 
follows: 

Tax due and owing 	  $200.00 
Ten percent penalty 	  20.00 
Tax and penalty 	  $220.00 
Interest for 30 days at 8% 	  1.45 
Total amount due 	  $221.45 

Example 2. "Retailer'' requests an extension of thirty 
days in which to file the return and remit the tax thereon for 
the month of August, 1971. The Commissioner grants an 
extension of thirty days until October 25, 1971. The tax due 
is $500.00. On November 24, 1971, Retailer reniits the tax, 
penalty and interest computed as follows: 

Tax due and owing 	  500.00 
Ten percent penalty 	 50.00 
Tax and penalty 	  $550.00 
Interest on tax due of $500.00 from original 

due date to extended due date at 8% 	$3.29 
Interest on tax and penalty from extended 

due date to date filed at 8% . . . .$3.62 
6.91 

Total amount due 	 $556.91  

Example 3. On November 24, 1975, Retailer remits tax 
of $200.00 due on October 25, 1975, for the month of 
September. A ten percent penalty is assessed. Since the 
return was due after July 1, 1975, the tax and penalty bear 
interest at the rate of 10%. The amount required to be paid 
is calculated as follows:  

Tax due and owing 	 $200.00 
Ten percent penalty 	 20.00 
Tax and penalty• 	 $220.00 
Interest for 30 days at 10% 	 1.80 
Total amount due 	 $221.80 

C. Wilful neglect. A penalty is provided for failure to file 
a return and pay the tax due thereon at the due date or at the 
expiration of the period for which an extension has been 
granted by the Commissioner. Unless the person required to 
file the return shows at the time of filing that his failure to do 

S 
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so is not by reason of wilful neglect, pursuant ot Minn. Stat. 
§ 297A.39, subd. 2, the Commissioner shall add to the tax 
in lieu of the ten percent specific penalty provided in B. 
above, a ten percent penalty from the first thirty days im-
mediately following the failure to file the return or remit the 
tax timely, and an additional five percent for each additional 
thirty days or fraction thereof during which failure con-
tinues. The total penalty assessed under this clause shall not 
exceed 25 percent in the aggregate. However, if the penalty 
as computed for the period does not exceed $10.00, a 
minimum penalty of $10 shall be assessed. The amount so 
added shall be collected at the same time and in the same 
manner as the tax due. 

The wilful neglect penalty will be assessed unless the 
person required to file the return exercised ordinary business 
care and prudence and was nevertheless unable to file the 
return within the prescribed time. The burden of proving 
that the imposition of this penalty is erroneous rests on the 
person required to file such return. 

The progressive penalty imposed by this clause is in lieu 
of the ten percent penalty imposed under clause B. above. 
Consequently, as in the case in respect of the ten percent 
penalty imposed under clause B., the tax plus penalty bears 
interest for the period during which failure to file continues. 
The following example is illustrative: The return for Au-
gust, 1971, reflecting the tax of $300.00 is filed on De- 
cember24, 1971. 

Tax due and owing 	  $300.00 
Twenty percent penalty 	  60.00 
Tax and penalty 	  $360.00 
Interest for 90 days at 8% 	  7.10 
Total amount due 	  $367.10 

D. Failure to file with intent to evade tax - fraud. 
Where a person is required to file a return under the Sales 
and Use Tax Law, and with intent to evade the tax fails to 
do so, or files a fraudulent return, an amount equal to 50 
percent of the amount found to be due shall be added 
thereto. This penalty shall be in addition to any other penal-
ties and interest provided by Minn. Stat. § 297A.39, 
whether such penalties be civil or criminal. 

E. Criminal punishment; persons to be charged. in addi-
tion to the penalties prescribed above, Minn. Stat. 
§ 297A.39, subd. 4, provides criminal penalties for wilfully 
failing to file a return or for wilfully filing a false return, or 
for wilfully refusing to pay over to the Commissioner the 
tax collected under the Sales and Use Tax Law on behalf of 
the State of Minnesota. 

Where the tax due exceeds $100.00 for the period in-
volved, the person shall be guilty of a felony; for amounts 
not exceeding $100.00 for the period involved, the person 
shall be guilty of a gross misdemeanor. 

For purposes of imposing criminal liability under this 
clause D., the term "person'' includes any officer or 
employee of a corporation or a member or employee of a 
partnership where such officer, member or employee of a 
partnership or corporation, as the case may be, is under a 
duty to perform the act in respect to which the violation 
occurs. 

F. Abatement of penalties and interest. Pursuant to 
Minn. Stat. § 297A.39, subd. 6,  and Minn. Stat. § 270.07, 
subd. 1, the Commissioner shall have the power to abate 
penalties and interest when, in his opinion, their enforce-
ment would be unjust and inequitable. The exercise of this 
power shall be subject to the approval of the Attorney 
General if the abatement exceeds $500.00. All requests for 
abatement of penalties andlor interest shall be in writing and 
shall set forth the reasons for the failure to file the return 
and pay the tax timely. 

Tax S&U 511 Limitations on disclosure of sales and use 
tax information. The particulars disclosed in any report or 
sales and use tax return as well as any information acquired 
from the records or from officers or employees concerning 
affairs of the person filing the return may not be divulged or 
made known other than to persons qualified or authorized 
under the Sales and Use Tax Law. Any person violating this 
provision shall be guilty of a gross misdemeanor. 

The secrecy provision of Minn. Stat. § 297A.43 does not 
prohibit the Commissioner from publishing statistics regard-
ing sales and use tax returns in cases where the statistics do 
not identify in any manner the persons who filed the returns. 

The secrecy provisions will not be violated where the 
Commissioner or one of his employees, with respect to any 
inquiry regarding the issuance of a permit to a named re-
tailer, advises the person making the inquiry whether or not 
a permit has been issued to such retailer. The inquirer may 
be furnished such particulars in respect of information con-
tained on the permit, such as niie a+d fi i1ng &d4fess 
hu&iness aie ftf3d 3reeaieTh pein4t i+ffibe sales and use 
tax account number, and date of issuance of the permit, and 
whether the permit is still active.  

The Commissioner is authorized on a reciprocal basis to 
exchange information with the taxing officials of another 
state or with the taxing officials of any municipality of this 
state which has a local sales or use tax. 

To insure consistent application and enforcement of all 
tax laws administered by him, the Commissioner is also 
authorized by Minn. Stat. § 270.065 to use information on 
sales and use tax returns to administer laws relating to other 
taxes under his jurisdiction. He may also use any infor-
mation in his possession relating to other taxes to admin-
ister the Sales and Use Tax Law. 
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The Commissioner may, at his discretion, furnish the 

Motor Vehicle Division, Department of Public Safety, all 
information necessary to administer the Motor Vehicle 
Excise Tax, Minn. Stat. ch. 297B.  

Tax S&U 512-599 Reserved for future use. 

Tax S&U 601 Commercial artists and photographers. 
Commerical artists and photographers engaged in the 
creation or production of art work for sale to advertisers, 
printers and others for reproduction, display or use in the 
preparation or production of advertising or industrial 
materials, designs, etc., are regarded as retailers for sales 
and use tax purposes. Consequently, sales by them of 
drawings, sketches, paintings, illustrations, photographs, 
motion picture films, audio and video tapes, negatives, 
transparencies, mats, plates, engravings, designs, letter-
ing, signs, show cards, posters, assemblies (key lining and 
pasteups) and all other forms of tangible personal prop-
erty are subject to the sales and use tax, whether or not 
the materials utilized are furnished by the customer. The 
tax applies to the total price charged, including amounts 
attributable to personal services of models, p+eliminary 
eseotie o#, assistants, etc.. and to preliminary art which 
becomes physically incorporated into finished art as for 
example, when the finished art is made by inking directly 
over a pencil sketch or drawing. Separately stated charges 
for preliminary art, in the form of roughs, visualizations, 
comprehensives and layouts, where the preliminary art 
does not become physically incorporated into finished 
art shall be considered charges for services and not subject 
to tax.  whethef of oot separately stote4 en the bill OF in-
eee7 All pfelimfntwy o eceatwe a4 seiwiee tnvolved ii a 

pfejeet wh+eh fesults to a sale ef tfflslIe4 art 
is subjeet +0 +a* whether OF aet separa'ee1y stated en the 
billing Of ineiee 

Retouching constitutes a step in the process of preparing 
photographs or other art work for reproduction and is done 
to improve the quality of the reproductions. Tax applies to 
charges for photo retouching unless it can be clearly demon-
strated that the retouching is done only for the purpose of 
repairing or restoring a photograph to its original condition. 

Since commercial artists and photographers are engaged 
in the production of tangible personal property intended to 
be sold ultimately at retail, purchases by them of items 
which are used or consumed in such production, whether or 
not the items so used become ingredients or constituent 
parts of the property produced, are exempt from the tax in 
accordance with the provisions of Minn. Stat. § 297A.25, 
subd. 1(h). Machinery, equipment, implements, tools, ac- 

Tax S&U 604 
cessories, appliances, contrivances, furniture and fixtures 
used in such production and fuel, electricity, gas or steam 
used for space heating or lighting, are not included within 
his exemption. 

Commercial artists and photographers are users or con-
sumers of, and must pay tax on, materials utilized in the 
preparation or production of preliminary or creative art 
work used to display ideas to prospective customers where 
no contract is made for sales of finished art to the customer. 

An exemption certificate submitted by a purchaser and 
accepted in good faith by a commercial artist and/or photog-
rapher pursuant to Tax S&U 207 shall be sufficient to re-
lieve responsibility to collect the tax. 

Tax S&U 604 Sales and rentals of mobile homes and 
house trailers. 

A. Sales or rentals of property not permanently affixed to 
realty. The sale, rental or use of a mobile home or house 
trailer which is not permanently affixed to realty, including 
all equipment placed thereon by the dealer or manufacturer 
and included in the selling price, is a sale, rental or use of 
tangible personal property. Dealers selling such property 
should collect sales or use taxes. If such property is sub-
sequently registered as a recreational vehicle by the purch-
aser, credit against the motor vehicle excise tax imposed by 
Minn. Stat. ch. 297B will be allowed for sales taxes paid to 
the dealer. 

Lessors of such property should collect sales or use taxes 
on the rental payments. 

B. Property permanently affixed to realty. In some cases, 
mobile homes or house trailers may lose their identity as 
personal property because of alterations made to them. Such 
property will be considered to be real property if all of the 
following criteria are met: 

(.4-) The t^m+ must be affi*ed to the kHi4 the title of 
whieb is in the sortie neme as the ewoe of the uiri4'- 

I .f2 The unit must be affixed to the land by a perma-
nent foundation or in a manner similar to other real property 
in the district. 

2. (.3 The unit must be connected to public utilities, 
especially water and sewer or have its own well and septic 
tank system or be commensurate with other real property in 
the district insofar as these facilities are concerned. 

3. (4) The wheels must be removed. 

KEY: Existing rules arc priiited in standard type face, with si-ke auts to indicate delcted language and underlining  to indicate new 
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Sales of property meeting this criteria are exempt sales of 
real property. 

for advertising space on such signs, billboards and outdoor 
advertising structures are exempt as charges for personal 
services.  

C. Exempt lodging. Where mobile homes and house 
trailers are permanently affixed to realty in accordance with 
clause B. amounts received by the lessor for the rental or 
use solely for the purpose of lodgings by the lessee for a 
continuous period of thirty days or more are exempt. 

Tax S&U 607 Advertising signs and billboards.  

Sign Painters: The sales and use tax applies to retail 
sales of metal, wood, cardboard, paper or other type signs,  
showcards, posters, etc. which are not attached or affixed 
to real estate by the sellers thereof. Purchases by sign 
manufacturers or painters of paint and other materials 
entering into or becoming component parts of such signs,  
showcards and posters are exempt. Charges by sign paint-
ers for painting signs on buildings, outdoor boards, win-
dows, or other real property, trucks and similar properties 
owned by others are exempt as charges for personal serv-
ices. The sign painter is considered the user or consumer 
of all paint, etc. used for this purpose and must pay sales 
or use tax, whichever is applicable, upon all purchases 
thereof.  

Sales of Realty: Contracts under which the sellers pro-
vide signs and attach them to buildings or to structures 
bolted to buildings or to structures anchored in the ground 
by means of wood or steel poles or other similar means,  
so that the signs become non-temporary accessions to 
such buildings or structures, are deemed to be contracts 
for the alteration of real property and are thus not transac-
tions subject to the sales tax. Persons who provide and 
install such signs are the consumers of, and must therefore 
pay tax on, all purchases of, all component parts, mate-
rials and supplies used in the construction, repair and 
maintenance thereof.  

Sign Rentals: The lease charges for rental of real  
property are not subject to tax. Charges for the lease of 
signs attached to real property are not taxable. The signs,  
when attached to buildings, are fixtures becoming real 
property upon being affixed.  

Charges by tenants or owners of buildings, structures,  
or land for affixation thereon of signs are exempt as 
charges for the lease of license to use real property.  

Outdoor Advertising Services: Persons engaged in  
the business of selling advertising space ("exposure time'') 
on signs, billboards and other outdoor advertising struc-
tures are deemed to be the consumers of all component 
parts, materials and supplies used in the construction,  
repair and maintenance of such signs and billboards.  
Sales to such persons of component parts, materials  
and supplies are subject to tax. Charges by such persons 

Tax S&U 608 Aircraft registration. 

A. In general. Minn. Stat. § 297A.255 require per-
sons who wish to license  or register an aircraft in Minne-
sota to furnish proof to the Department of Aeronautics 
that the Minnesota Sales or Use Tax has been paid, or 
that the purchase of the aircraft was not subject to the 
Minnesota Sales or Use Tax. The effect of this law is to 
impose a use tax on occasional or isolated sales of aircraft 
in those cases involving sales to individuals not in the 
business of selling aircraft. The law is effective for regis-
trations applied for after June 30, 1973.  

The necessary forms (Form UT-I and Form ST-24) 
for reporting and paying the use tax or for claiming exemp-
tion are available upon request from the Minnesota De-
partment of Revenue and the Minnesota Department of 
Aeronautics.  

This statute does not affect the exemption provided for 
purchases of air flight equipment by airlines taxed under 
Minn. Stat. § 270.071 through 270.079.  

B. Registration of aircraft by individuals. 

1. Minnesota sales tax paid to dealer. When a pur-
chaser pays the Minnesota sales tax to a Minnesota air-
craft dealer who holds a Minnesota Sales and Use Tax 
Permit, the dealer shall furnish the purchaser with a state-
ment showing that the sales tax has been paid. The air -
craft dealer will report and pay the sales tax to the Minne-
sota Department of Revenue as in the past. It is not nec-
essary for the purchaser of the aircraft to obtain a Certi-
ficate of Tax Payment or exemption, Form ST-24, from 
the Minnesota Department of Revenue. The purchaser 
should present the statement, which he received from the 
aircraft dealer, directly to the Department of Aeronautics 
in order to license or register the aircraft.  

2. No Minnesota sales tax paid to seller. When the 
purchaser does not pay a Minnesota sales tax to the seller on 
his purchase of an aircraft, he must obtain a Certificate of 
Tax Payment or Exemption, Form ST-24, from the Min-
nesota Department of Revenue. If a use tax is due, the 
purchaser must complete a Consumer's Use Tax Return,  
Form UT-1, and file it along with his tax payment when 
applying for the Certificate Form ST-24. If the purchaser 
claims exemption from the tax, he must furnish a copy of 
his purchase invoices or bill of sale along with necessary 
proof showing that he is entitled to the exemption when  
applying for the certificate. Exemptions are allowed for 
purchases by governmental units and by organizations that 
are organized and operated exclusively for charitable, reli- 
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gious or educational purposes; for aircraft purchased outside 
Minnesota by a non-resident and later brought into Min-
nesota for use; and for aircraft purchased for resale or lease. 

C. Registration of aircraft by dealers who are licensed in  
accordance with Minn. Stat. § 360.63. When a licensed 
dealer purchases an aircraft for resale and places it in a 
withholding status, no Certificate of Tax Payment or 
Exemption is required. When a licensed dealer registers an  
aircraft for commercial use, he must present a Certificate of 
Tax Payment or Exemption to the Minnesota Department of 
Aeronautics. He will be required to pay a use tax on his 
purchase price of the aircraft unless he makes application to 
the Commissioner of Revenue for an Aircraft Commercial  
Use Permit, Form ST-23, and pays a $20 fee. By obtaining 
an Aircraft Commercial Use Permit, Form ST-23, a licensed 
dealer may purchase an aircraft for resale and put it to 
commercial use such as crop dusting, charter service,  
freight transportation and flight instruction, for up to one 
year without paying a sales or use tax on his purchase.  
When he sells the aircraft, he is required to collect a sales 
tax. if he keeps the aircraft for more than one year or makes 
personal use of such aircraft, a use tax is also due on his 
purchase price. A licensed aircraft dealer who obtains a 
Commercial Use Permit, Form ST-23, should check the box 
of Section B of Form ST-24 which indicates that the aircraft 
was purchased for resale or lease by the holder of a Min-
nesota Sales and Use Tax Permit. 

D. Registration by dealers who are not licensed in ac-
cordance with Minn. Stat. § 360.63. This type of dealer is 
required to file Form ST-24, and should check the box of 
Section B which indicates the aircraft was purchased for 
resale or lease by the holder of a Minnesota Sales and Use 
Tax Permit. However, if the dealer purchases an aircraft for 
personal or commercial use, he is required to file Form 
ST-24 and Form UT- I and pay the use tax on the purchase 
price.  

E. Registration of aircraft by lessor or lessee. When a 
lessor registers an aircraft in his name, he may furnish his 
sales and use tax account number when applying for the 
Certificate of Tax Payment or Exemption, Form ST-24, and 
claiii exemption for resale. He must continue to collect and 
remit sales tax on lease payments he receives, as in the past. 

When a lessee registers an aircraft in his name, and the 
lessor does not hold a Minnesota Sales and Use fax Permit,  
the lessee is required to obtain a permit. The lessee must pay 
the use tax on the amount of his lease payments in the same 
manner as all other Minnesota permit holders who are re-
quired to file sales and use tax returns.  

Tax S&U 609 
F. A facsimile of the authorized aircraft certificate of tax 

payment or exemption (Form ST-24) is reproduced as fol-
lows:  

Tax S&U 609 Iron mining industry exemptions.  

A. General. The industrial production exemption pro-
vided in Minn. Stat. § 297A.25, subd. 1(h), as amended ef-
fective January 1, 1974 is applicable to taconite mining and 
production operations and to the mining and producing of 
other ores as well. The exemption applies generally to elec-
tricity and all materials other than tools, machinery and 
equipment which are used in the production process, and to 
separate detachable units meeting the criteria specified in  
regulation Tax S&U 408.  

In the case of mining, the production process shall be 
deemed to begin with the removal of overburden from the 
site of the ore deposit and to end when the last process prior 
to stockpiling is performed. lf the product is not stockpiled 
prior to shipment, the production process shall be deemed to 
have ended when the last process prior to loading for ship-
ment has been completed.  

Clause B. sets forth examples of items which are illustra-
tive of the exemption allowable for separate detachable 
units. 

In addition to the general industrial production exemp-
tion, Minn. Stat. § 297A.25, subd. 1(o) provides a specific 
exemption for items used in the production of taconite. See 
clause (c). 

To further clarify and illustrate the scope of the exemp-
tion specified in the preceding paragraphs, examples of 
items not considered to be exempt thereunder are set forth in 
clause (d). 

B. The exemption for separate detachable units used in 
producing a direct effect upon the product provided in  
Minn. Stat § 297A.25, Subd. 1(h) became effective January 
1, 1974. It is applicable to taconite mining and produc-
tion operations and to the mining and producing of other 
ores as well. The following items are considered as having 
a direct effect upon the product and qualify for exemption 
where they are separate detachable units and their ordinary 
useful life is less than 12 months:  

bucket lip on front-end loader used in other than stock-
pil loading  

chunk breaker used to break up pellets fused into chunks 
crusher bowls, concaves, mantles 

KEY: Existing rules are printed in standard type ttce. with s-t-rike osts to indicate deleted language and underlining  to indicate new 
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dipper teeth but not dipper teeth adaptors  
dozer blade cutting edges & end or corner bits plus 

blade bolts & nuts 
drill bits and reamers used in drilling ore body for 

blasting  
drop ball for breaking huge rock chunks  
filter cloth or bags 
grader blade cutting edges and end bits plus blade bolts 

and nuts  
internal parts of an "Erie'' type cyclone 
magnetic separator covers on rough cobbers 
ripper teeth for ground breaking  
screen cloth or mesh or panels  
splitter castings and grizzly castings used in crushers,  

loading and/or storage bins  
stationary and movable jaws on jaw crusher 
wear shoes on spiral classifiers 

C. The exemption provided in Minn. Stat. § 297A.25, 
subd. 1(o) is applicable only to companies involved in the 
mining and production of taconite. It exempts grinding 
rods, grinding balls, and mill liners used in the reduction 
and processing of the taconite ore. 

For purposes of this exemption, the term "mill'' in-
cludes all of the facilities used to reduce and process the 
ore. It does not include shovels or mobile equipment.  

Any item which is an integral part of the plant equipment 
as opposed to being a liner serving to protect the equip-
ment is not included within this exemption. Examples of 
items exempt as liners are:  

autogenous mill liners, feed and discharge liners  
chute liners (this may be a bar or a plate.)  
classifier wear plates and classifier shoes 
conveyor skirt board rubber liners  
crusher bowl liners (concaves), mantle liners, feed and 

discharge liners  
crusher spider caps, rims, liners, shell liners, lower hub 

liners, pinion shaft liners, feed opening liners, wear 
rings, torch rings, and other crusher related liners  

cyclone classifier wear plates  
cyclone collector wear plates  
dump pocket wall liners, wear bars  
linatex materials used in pipes, pumps, chutes, hop-

pers, etc.  
mill liner bolts 
nordbak kits (other than that used instead of zinc for 

bowls and mantles) 
refractory brick in rotary kiln only 
rod and ball mill liners, feed and discharge liners  
rubber or like materials used as liners in pumps  
steel wear plate or alloys used to line hoppers, bins, 

chutes pockets or launders  
urethane materials used to line filter sectors, separator 

covers, fan blades, vertical classifier internal sur- 

faces, cyclone classifier and collector internal sur-
faces, pipe fittings, pipe liners, chutes, bins, laun-
ders and sumps 

welding rods used to repair liners or wear plate  

D. Examples of items of tangible personal property 
which do not come within the exemption provided under 
Minn. Stat. § 297A.25, subd. 1(h) or subd. 1(o) are:  

all motor and engines (electrical or otherwise)  
burner tips 
chute liners (other than in taconite operation)  
conveyor belts  
conveyor belt wiper and idlers  
drum separator lifter bar 
filter arm  
grate bars not used for sizing  
grate side plates  
kelly extension  
materials and equipment including detachable tools 

used to maintain or repair plant or mining equipment  
pan feeder plates 
pump casing  
pump impellers  
pump side plate  
replacement parts used to repair mine or plant equip-

ment  
truck filters 
V belts and sheaves  

Items found on mobile equipment such as:  

adapters 	 rollers 
cables 	 shovel bucket liners 
drill bars 
	

tires  
drill cables 	 track pads  
idlers and sprockets 	truck box liners 

Items found on traveling grate such as:  

chain 	 sprockets  
grate casting 	 tail casting  
head casting  

All refractories other than refractory brick in rotary kiln, 
including those used in horizontal and vertical furnaces, 
preheaters and annular coolers:  

coupling liners  
garbage can liners  
mobile equipment liners 
pillow block liners  

Tax S&U 610 Automatic data processing. 

A. In general. A sales or use tax is imposed upon the 
gross receipts from selling, leasing, or granting a license 
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S to use tangible personal property. The labor charges for 
repair, service and maintenance of tangible personal 
property is not subject to tax. The producing, fabricating,  
processing, printing or imprinting of tangible personal 
property for a consideration for consumers who directly 
or indirectly furnish the materials used in the producing, 
fabricating, processing, printing or imprinting is also 
subject to tax. The transfer of property produced, fabri-
cated or printed to the special order of the customer is 
also subject to tax.  

This regulation sets forth guidelines for the application 
of the foregoing general statutory provisions to trans-
fers of property and service rendered in the automatic 
data processing industry.  

"Automatic data processing services'' are those ren-
dered in performing all or part of a series of data process-
ing operations through an interacting assembly of proce-
dures, processes, methods, personnel, and automatic 
data processing equipment. Automatic data processing 
services may be provided by manufacturers of data pro-
cessing equipment, data processing centers, systems de-
signers, consultants, software companies, etc. In addition,  
there are banks and other businesses which own or lease 
automatic data processing equipment and use it primarily 
for their own purposes but occasionally provide services 
to others. Businesses rendering automatic data process-
ing services will be referred to herein as ''service bureaus.'' 

B. Description of terms. 

Application: The specific job performance by an auto-
matic data processing installation is called an "applica-
tion''. For example, data processing for a payroll may be 
called a payroll application.  

Automatic Data Processing Equipment: The term in-
cludes computers and their peripheral equipment as well as 
punched card tabulating machines. 

Coding: The list, in computer code, of the successive 
computer instructions representing successive computer 
operations for solving a specific problem.  

Input: The information or data transferred, or to be trans-
ferred, from external storage media (e.g. punched cards, 
punched paper tape and magnetic tape) into the internal 
storage of the computer.  

Keypunching: Recording information in cards, paper 
tapes, or magnetic tapes, disc or drum by punching holes in 

Tax S&U 610 
the cards, paper tapes or inserting magnetic bits on magnetic 
tape, discs or drums, to represent letters, digits, and special 
characters. Keypunching includes the necessary preliminary 
encoding or marking of the source documents.  

Keystroke Verifying: Use of a machine known as a 
punched card verifier or tape transcriber, which has a 
keyboard, to ensure that information punched in a punch 
card or transcribed on magnetic tape during the keypunch-
ing operation has been punched properly. The machine sig-
nals when the punched hole on the card and the depressed 
key disagree, or when the data on magnetic tape differs 
from depressed keys.  

Off-Line: Descriptive of a system and the devices in a 
system in which the operation of equipment is not under the 
control of a computer. 

On-Line: Descriptive of a system and the devices in a 
system in which the operation of such system or devices are 
under control of a computer.  

Output: The information transferred from the internal 
storage of the computer to an external storage media (e.g., 
punched cards, magnetic tape, and tabulated listing).  

Program: The complete plan for the solution of a prob-
lem, i.e., the complete sequence of automatic data process-
ing equipment instructions necessary to solve a problem. It 
includes both systems and application programs and sub-
divisions such as assemblers, compilers, routines,  
generators, and utility programs.  

Proof Listing: A tabulated listing of input. 

Source Document: From which basic data are extracted 
(e.g., sales invoice).  

C. Taxable transactions, unless otherwise exempt under 
Minn. Stat. ch. 297A.  

I. Retail sales of new or used data processing equip- 
ment are taxable.  

2. Leases of equipment are subject to tax. A lease 
includes a contract by which a lessee secures for a consid-
eration the use of equipment which may or may not be on 
his premises if the lessee or his employees operate the 
equipment, or if the equipment is operated under the direc-
tion and control of the lessee or his employees. Subleasing 
receipts are taxable without any deduction or credit for tax 
paid by the original lessee ot his lessor, if the original lessee 

S 
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uses the property in addition to subleasing it. Use of equip-
ment on a time-sharing basis, where access to the equipment 
is only by means of remote access facilities, is not a taxable 
leasing of such equipment.  

3. Prewritten (canned) programs. These are programs  
prepared, held or existing for general or repeated use, in-
cluding programs developed for in-house use and sub-
sequently held or offered for sale or lease. The programs  
may be transferred to the customer in the form of punched 
cards, data on magnetic tape or by listing the program in-
sturctions on coding sheets. In some cases they are usable as 
written. However, in most cases it is necessary that the 
program be modified, adapted and tested to meet the cus-
tonier's particular needs. Tax applies to the sale of all tangi-
ble personal property, including coding sheets, cards or 
magnetic tape, on which or into which such prewritten 
(canned) programs have been coded, punched or otherwise 
recorded.  

The tax applies whether title to the tape or other property 
upon which the program is coded, punched or otherwise 
recorded, passes to the customer, or the program is recorded 
on tape or other property furnished by the customer. The 
temporary transfer of possession of a program, for a consid-
eration, for the purpose of direct use orto be recorded by the 
customer, is a lease of tangible personal property and the tax 
applies. Where the consideration consists of license fees or 
royalty payments, all license fees or royalty payments,  
present or future, whether for a minimum use or for ex-
tended periods, are includable in the measure of tax.  

Programming changes to a prewritten program to adapt it 
to a customer's equipment, including translating a program 
to a language compatible with a customer's equipment, are 
in the nature of fabrication or services that are part of a sale 
and, as such, are taxable. 

Charges for assembler, compiler, utility and other prewrit-
ten programs provided to those who lease or purchase auto-
matic processing equipment are subject to tax whether the 
charges are billed separately or are included in the lease or 
purchase price of the equipment.  

4. Custom programs. These are programs prepared to 
the special order of a customer.  

Effective April 1, 1978, tax applies to the sale of custom  
programs transferred to the customer in the form of punched 
cards or in tape, disc, drum or similar form, or in the form 
of typed or printed sheets to be used as input media in an  
optical character recognition system. However, tax does not  
apply to the transfer of these custom programs in the form of 
written procedures, such as program instructions listed on 
coding sheets.  

5. Keypunching and keystroke verifying. This item  

covers situations where a service bureau's agreement pro-
vides only for keypunching, keystroke verifying and proof 
listing of data or any combination of these operations. It 
does not include contracts under which these services are 
performed as steps in processing a client's data as discussed 
in Dl.  

Agreements providing (a) solely for keypunching; (b) 
keypunching and keystroke verification; or (c) keypunch-
ing, providing a proof list and/more verifying of data, 
are regarded as contracts for the fabrication of punched 
cards and sales of proof lists. Charges therefor are taxable, 
whether the cards are furnished by the customer or by the 
service bureau. Data from source documents may also be 
recorded directly on magnetic tape (off-line). This operation 
may include keystroke verifying and/or proof listing of data 
and is comparable to the punch card operation. Charges for 
this operation are taxable whether the magnetic tapes are fur -
nished by the customer or by the service bureau. Tax also 
applies to charges for the imprinting of characters on a 
document to be used as the input medium in an optical 
character recognition system. The tax application would be  
the same even though paper tape or other media were used 
in the operation.  

6. Training materials. Persons who sell or lease data 
processing equipment may provide a number of training 
services with the sale or rental of their equipment. Training 
services, per se, are not subject to the tax. Training mate-
rials, such as books, furnished to the trainees for a specific 
charge are taxable. 

7. Generally tax applies to the conversion of 
customer-furnished data from one physical form of recorda-
tion to another. For example, if all or some data in punched 
cards is duplicated into another set of cards, charges for this 
service are taxable.  

8. When additional copies of records, reports, or tabu-
lations are provided, tax applies to the charges made for the 
additional copies. "Additional copies" are all copies in  
excess of those produced on multipart carbon paper simul-
taneous with the production of the original and on the same 
printer, whether the copies are prepared by rerunning the  
same program, by using multiple simultaneous printers, by  
looping a program such that the program is run continuously,  
by using different programs to produce the same output 
product, or by other means. Where additional copies are 
prepared, the tax will be measured by the charge made by 
the service bureau to the customer. Charges for copies 
produced by means of photocopying, multi-lithing, or by 
other means are also subject to tax.  

9. Sales of mailing lists (including listings in the form 
of mailing labels produced as a result of a computer run) are 
taxable. However, where the service bureau, through the 
use of its automatic data processing equipment, addresses 
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S material to be mailed, with names and addresses furnished 
by the customer or maintained by the service bureau for the  
customer, tax does not apply to the charge for addressing.  
Similarly, where the service bureau prepares labels to be 
affixed to material to be mailed, with names and addresses 
furnished by the customer or maintained by the service 
bureau for the customer, tax does not apply to the charge for 
producing the labels, when the service bureau itself affixes 
the labels to the material to be mailed.  

D. Non-taxable services. 

1. Processing a client's data. "Processing a client's 
data'' means the developing of original information from 
raw data furnished by the customer. Examples of automatic  
data processing operations which result in original informa-
tion are summarizing, computing, extracting, sorting, and 
sequencing. Such operations also include the updating of a 
continuous file of information maintained by the customer 
with the service bureau.  

Generally, if a person enters into a contract to process a 
client's data by the use of a computer program, or through  
an electrical accounting machine programmed by a wired 
plugboard, the contracts are non-taxable (except if the con-
tract is in the nature of a lease as outlined in C.2. Such 
contracts usually provide that the person will receive the 
client's source documents, record data in machine readable  
form, (such as in punch cards or on magnetic tape), make  
necessary corrections, rearrange or create new information  
as the result of the processing and then provide tabulated 
listings or record output on other media. This service is 
considered non-taxable even if the total charge is broken  
down into specific charges for each step. The furnishing of 
computer programs and data by the client for processing 
under direction and control of the person providing the serv-
ice is non-taxable even though charges may be based on  
computer time. The true object of these contracts is consid-
ered to be a service, even though some tangible personal 
property is incidentally transferred to the client.  

"Processing a client's data'' does not include: (1) work 
performed under an agreement providing solely for the re-
formatting of data or for the preparation of a proof listing or 
the performance of an edit routine or other pre-processing; 
(2) the using of a computer as a mere printing instrument, as 
in the preparation of personalized computer-printed letters; 
or (3) the mere convertin_ of data from one medium to 
another.  

2. Designing of systems, converting of systems, con-
sulting, training, and miscellaneous services. These serv- 

Tax S&U 610 
ices consist of the developing of ideas, concepts and de-
signs. Common examples of such services are:  

Designing and implementing computer systems (e.g., de-
termining equipment and personnel required and how they  
will be utilized).  

Designing storage and data retrieval systems (e.g., de-
termining what data communications and high-speed 
input-output terminals are required).  

Converting manual systems to automatic data processing 
systems and converting present automatic data processing 
systems to new systems (e.g., changing a second generation 
system to a third generation system). 

Consulting services (e.g., a study of all or part of a data 
processing system).  

Feasibility studies (e.g., studies to dtermine what ben-
efits would be derived if procedures were automated). 

Evaluation of bids (e.g., studies to determine which 
manufacturer's proposal for computer equipment would be 
most beneficial).  

3. Persons engaged in providing non-taxable computer 
services are the consumers of all tangible personal property 
used in such activities and the tax must be paid on their 
acquisition of such property.  

E. Microfilming andlor photorecording services. 

1. Some electronic data processing systems accept 
signals directly from the computer (on-line) at high speeds 
and then record them on microfilm or on photorecording 
paper. The computer output medium is merely changed 
from the more common output media of magnetic tape and 
tabulated listings to microfilm or photorecording paper.  
When this end product is the result of a complete computer 
prograni as outlined in D.2. the tax will not apply. 

2. In all situations where data is converted by means 
other than by the use of a complete computer program as 
outlined in D.2., the receipts for microfilming or photo- 
recording are subject to sales tax. An example of this is 
where data on magnetic tape is converted into combinations 
of alphanumeric printing, curve plotting and/or line draw-
ings and put on microfilm or photorecording paper.  

Tax S&U 611-699 Reserved for Future Use.  

S 
KEY: Existing rules are printed in standard type face, with st-i4ke e+sto indicate deleted language and underlining to indicate new 

language. Strike outs and underlining in proposed rules indicate changes from original to proposed new language. Strike outs and 

underlining in adopted rules indicate changes from proposed to adopted language. 
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OFFICIAL NOTICES 
Pursuant to the provisions of Minn. Stat. § 15.0412, subd. 6, when, 

in preparing to propose rules, an agency seeks to obtain information or 
opinion from sources outside of the agency, a notice of intent to solicit 
such information or opinion is published in the State Register and 
interested persons are afforded an opportunity to submit data and 
views on the subject. 

The State Register also contains any other official notice requested to 
be published by an agency, pursuant to Laws of 1977, ch. 305 § 3. 

Department of Agriculture 
Notice of Intent to Solicit Outside Opinion 

on Prices and Costs of Certain 
Selected Dairy Products 

Notice is hereby given, pursuant to the provisions of 
Minn. Stat. § 32A.05, subd. 3, para. 1 (1976) that the 
Commissioner of Agriculture will conduct a meeting at 
10:00 a.m. on February 14, 1978, in Room 420 of the State 
Office Building, Wabasha Street between Aurora and 
Fuller Streets, St. Paul, Minnesota, for the purpose of in-
quiring into trade practices prevailing in the dairy industry 
and soliciting opinion regarding whether the following 
wholesale prices of metropolitan Twin Cities wholesalers 
are equal to or above their individual costs: 

Homogenized milk 
2% milk 
1% milk 
Skim milk 
Chocolate skim milk 
Whipping cream 

$1.19 per gallon 
$1.09 per gallon 
$ .99 per gallon 
$ .87 per gallon 
$ .59 per ½ gallon 
$ .59 per ½ pint 

Those persons who are unable to attend are encouraged to 
submit written comments. Any materials or testimony sub-
mitted orally or in writing pursuant to this notice will be 
placed in the record and shall be reviewed and considered 
by the Commissioner prior to making a decision determin-
ing the prevailing trade practices. Comments should be ad-
dressed to: 

Robert F. Thimmesh, Director 
Dairy Practices Division 
560 State Office Building 
Saint Paul, Minnesota 55155 
(612) 296-2841 

Under the provisions of Minn. Stat. § IOA.Ol subd. 11 
(1976), any individual representing persons or associations 
attempting to influence administrative action, such as the 
promulgation of these proposed rules, must register with the 
State Ethics Commission as a lobbyist within five days of 
the commencement of such activity by the individual. The 
State Ethics Commission is located at Room 401, State 
Office Building, Saint Paul, Minnesota 55155. 

Minnesota Department of Agriculture 
Bill Walker 
Commissioner 

David G. Velde 
Assistant Commissioner 
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• Metropolitan Sports 
Facilities Commission 

Notice of Public Meetings Regarding 
Proposed Stadium Sites and Designs 

December 22, 1977 

The Metropolitan Sports Facilities Commission, 402 
Metro Square Building, St. Paul, Minnesota, 55101, will 
conduct public meetings throughout the State of Minnesota 
to solicit comments on the proposed stadium sites and 
stadium design. The public meetings will be held at the 
following locations, dates, and times: 

Marshall, January 3, 1978, 7:30P.M., SWSU Lecture Cen-
ter, Room 217 

Mankato, January 4, 1978, 7:30 P.M., Regional Law En-
forcement Center Meeting Room, 710 South Front Street 

Brainerd, January 10, 1978, 7:30P.M., Social Service Cen-
ter Meeting Room 2 (behind Court House at 5th and 
Laurel) 

St. Cloud, January 11, 1978, 7:30 P.M., Cathedral High 
School, Room S-12 

Rochester, January 17, 1978, 7:30 P.M., City Council 
Chambers 

St. Paul, January 18, 1978, 11:00 A.M., Metropolitan 
Council Chambers 

Fergus Falls, January 24, 1978, 7:30 P.M. Meeting Room 
in Fire Hall, 325 E. Washington 

Bemidji, January 25, 1978, 7:30 P.M. City Council 
Chambers 

Hibbing, January 31, 1978, 7:30 P.M., City Council 
Chambers 

Duluth, February 1, 1978, County Board Room, 2nd Floor, 
St. Louis County Court House 

For additional information, or to submit written comments, 
please contact the Metropolitan Sports Facilities Commis-
sion at the above address or telephone 612/291-6595. 

Dan J. Brutger, Chairman 
Metropolitan Sports Facilities Commission 

Board of Private Detective 
and Protective Agent 
Services 

Notice of Meetings 
During Calendar Year 1978, the Board of Private Detec-

tive and Protective Agent Services will meet monthly, on 
the second Monday of the month, at 9 a.m. at 1246 Univer-
sity Avenue, St. Paul, Minnesota. 

Paul J. Tschida 
Chairman 

Department of 
Transportation 

Notice of Application and of Opportunity 
for Hearing in re Petitions of Chicago 
and North Western Transportation 
Company for Authority to Retire and 
Remove ICC Track No. 68, ICC Track 
No. 438, and ICC Track No. 447, All 
Located within the City of Winona, 
Minnesota and of Opportunity for 
Hearing 

Notice is hereby given that the Chicago and North West-
ern Transportation Company with offices at 4200 IDS Cen-
ter, 80 South 8th Street, Minneapolis, Minnesota 55402 has 
filed petitions with the Commissioner of Transportation pur-
suant to Minn. Stat. § 219.741 (1977 Supplement) and 
§ 218.041, Subd. 3 (10) (1977 Supplement) to retire and 
remove ICC Track No. 68, ICC Track No. 438, and ICC 
Track No. 447, all located within the City of Winona. The 
petitions recite among other matters that: "The subject 
track(s) is (are) no longer needed for rail transportation serv-
ice, and constitutes a continuing and burdensome mainte-
nance expense. The subject track(s) is (are) not used at the 
present time, and there is no present prospect that the sub-
ject track(s) will be needed in the future." 

Any person may file a written objection to the proposed 
action by means. of a letter addressed to the Commissioner 
of Transportation, Transportation Building, Saint Paul, 
Minnesota 55155, not later than the date specified below. 
An objection must be received on or before January 24, 
1978. The objection should state specifically how the objec-
tor's interest will be adversely affected by the proposed 
action. 

Upon receipt of a written objection, the Commissioner 
will, with respect to the named petitioner, set the matter S 
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down for hearing. If no objections are received, the Com-
missioner may grant the relief sought by the petitioner. 

If this matter is set for hearing, any person who desires to 
become a party to this matter must submit a timely Peti-
tion to Intervene to the Hearing Examiner pursuant to Minn. 
Reg. HE 210, showing how the person's legal rights, duties 
and privileges may be determined or affected by the deci-
sion in this case. The petition must also set forth the grounds 
and purposes for which intervention is sought. All parties 
have the right to be represented by legal counsel or any 
other representative of their choice. In the event the object-
ing party does not do so, or otherwise does not participate in 
the hearing, the statements contained in the application filed 
may be taken as true. 

Jim Harrington 
Commissioner of Transportation 

Office of the Lieutenant 
Governor 

White House Conference Delegates to 
Hold Public Hearings 

The Minnesota delegation to the upcoming conference on 
Balanced National Growth and Economic Development will 
hold hearings on Wednesday, January 11, at 9:00 am. in 
Room 15 of the State Capitol. The forum will give in-
terested Minnesotans an opportunity to respond to the dis-
cussion themes of the national conference. The six topics 
include "Strengthening Local Economies", "People and 
Jobs", "Government and Budgets: The Fiscal Dimensions 
of Growth and Change", "Geography of Growth", "Gov-
ernment and the Management of Growth", and 'Streamlin-
ing Government". 

The Minnesota delegation to the White House Confer-
ence includes Lieutenant Governor Alec Olson, Spicer; 
State Senator Emily Staples, Plymouth; State Representa-
tives Bill Kelly, East Grand Forks, and Dave Beauchamp, 
Moorhead; Paul Goldberg, Area Director of the American 
Federation of State, County and Municipal Employees; Vic-
tor Reim, President of the Commercial State Bank of St. 
Paul; J. R. (Bob) Larson, a Milaca farm management in-
structor; and Otto Silha, President of the Minneapolis Star 
and Tribune Company. 

The White House Conference was announced by Presi-
dent Carter on August 4, 1977, after being authorized by the 
Congress under the Public Works and Economic Develop-
ment Act amendments of 1976. The legislation specified 
that the recommendations and findings developed by the 

Conference should be presented to the President for use in 
formulating administrative and legislative proposals. 

Written statements may be submitted at any time prior to 
the January 29 White House Conference. Deadline for 
scheduling oral testimony for the January 11 hearing is 4:00 
p.m. Friday, January 6, 1978. For further details, please 
contact Lieutenant Governor Olson's office. 

Erratum 
1. 2 S.R. 948: The following are corrections to the 

rules as published in State Register, Vol. 2, No. 18 (2 S.R. 
948-949): 

3 MCAR 1.0564 A. 1. Financial statements and volume 
reports. Each new applieiefi applicant for a license to op-
erate as a livestock market agency or a livestock dealer shall 
file with the application a current balance sheet and financial 
statement on forms provided by the commissioner. With 
each subsequent annual application, the livestock market or 
livestock dealer shall file a report of its business volume for 
the preceding calendar or fiscal year, as appropriate, for the 
purpose of determining the amount and adequacy of the 
applicant's surety bond. 

E. 2. There shall be no refund or proration of a fee, in 
whole or in part, paid for a 'license surrendered for cancella-
tion after the effective date of the license. Where a license 
has not taken effect, the fee ay shall be refunded to the 
applicant in full upon the applicant's written request. 

3 MCAR 1.0565 B. 6. If the dealer is registered with the 
Packers and Stockyards Adminstration, a surety bond or its 
equivalent in the form of a trust fund agreement executed in 
accordance with the Packers and Stockyards Act, 1921, as 
amended (7 U.S.C. 181 et seq.), shall be accepted in lieu of 
a dealer's surety bond executed on a Packers and Stockyards 
Act form. 

7. If, in the judgment of the commissioner, an adjust-
ment in the amount of an individual surety bond is necessary 
to protect the public interest, the commissioner may, at any 
time, raise and lower individual surety bond requirements. 

3 MCAR 1.0568 B. 1. Requirements regarding scale 
tickets evidencing weighing of livestock. The actual weight 
of the livestock as certified by the state weigher shall be 
imprinted on the Official Certificate of State Weight (scale 
ticket) before the livestock are removed from the scale plat-
form. 

These rules shall go into effect 5 days following this 
publication. 
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95 Sherburne, Suite 203 
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(612) 296-8239 
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ORDER FORM 

State Register. Minnesota's official weekly publication for 
agency rules, notices and executive orders. 
	 Annual subscription $110.00 
	 Additional subscription $85.00 

State Register Binder. Durable 3½ inch, forest green bind-
ers imprinted with the State Register logo. 
	 State Register Binder $5.00 + $20 (sales 

tax) = $5.20* each 

Guidebook to State Agency Services. The 53rd issue of the 
State Register, a how-to-get-it guide to state services. De-
tailed information about every service available to the pub-
lic, in clear, simple English. 

Single copy $5.95 + $.24 (sales tax) = 
$6. 19* 

	 Ten copies or more 
$5.00 + $20 (sales tax) = $5.20* 

Minnesota Code of Agency Rules (MCAR). The perma-
nent, 15 volume set of state agency rules. An indispensable 
reference work for the practice of administrative law. 
	 IS volume set $325.00, includes the annual 

update service subscription for the year of 
order and a set of MCAR binders. 

MCAR Binders. A set of IS sturdy, three inch, three-ring 
binders in attractive forest green, iniprinted with the MCAR 
logo. 
	 IS volume set $35.00 + $1.40 (sales tax) = 

$36.40* 

*To avoid Minnesota sales tax, please include below your 
tax exempt number. 

Please enclose full amount of items ordered. Make check or 
money order payable to "Minnesota State Treasurer." 
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