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“Prepared food” sold by cottage food sellers exempt from sales tax.

RATIONALE
Our request is based on 3 points:
1. Baked goods sold by cottage food producers are already exempt from paying sales tax.
2. “Prepared food” (salsas, jams, jellies) sold by fruit & vegetable farmers who are cottage food producers do have
to pay sales tax on these items.
3. Ourintentis that foods sold by cottage food producers would be taxed similarly to grocery stores. E.g., salsas,
jams, jellies are not taxed when sold from a grocery store.

BACKGROUND

The definition of “prepared food” is governed by the Streamlined Sales and Use Tax Agreement, of which Minnesota is a
part. Under the Agreement, if a state includes or excludes certain products from their sales tax base, that state has to
use the definition in the Agreement. So, we cannot exempt certain foods or types of food from the definition of
“prepared food.” Minnesota Department of Revenue created a flowchart that explains how “prepared foods” are taxed,
referencing the applicable statutes and rules.
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1.1 A bill for an act
1.2 relating to taxation; sales and use; providing an exemption for prepared food sold
1.3 by certain sellers; amending Minnesota Statutes 2022, section 297A.67, by adding
1.4 a subdivision.

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

1.6 Section 1. Minnesota Statutes 2022, section 297A.67, is amended by adding a subdivision
1.7 to read:

1.8 Subd. 41. Prepared food sold by cottage foods sellers. Prepared food sold by sellers
1.9 exempt from licensing under section 28A.152, subdivision 1, is exempt.

1.10 EFFECTIVE DATE. This section is effective for sales and purchases made after June

111 30, 2024.
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MISSION

MFMA provides services, programs, and leadership that support and promote farmers’ markets across Minnesota & Tribal Nations.
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Prepared Food Flow Chart | September 2021

Begin Here

Did the seller:
e Heat the food, or
e Mixor combine two or more food ingredients for sale as a single item?*
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ﬁre any of the following true?’ \ Ksit the seller’s practice to physically give or hand\
e Thefood is a bakery item utensils to the customer along with the sale of
e The food requires cooking prior food® (I.e., provide place settings, hand utensils to
to consumption Yes |fup customers, or place utensils in the package with
e The food is ready-to-eat meat or the food (including food prepackaged with utensils,
seafood sold unheated by weight unless they were packaged by a person classified as
e The food contains raw eggs, fish, a manufacturer))
meat, or poultry and it requires OR
cooking by the consumer to Are eating utensils necessary to receive the food
prevent food borne illnesses® (such as a plate, glass, cup, or bowl) provided by
e Thefood is only sliced, the seller?®
repackaged, or pasteurized by \ j
the seller
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No
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No
The sale is taxable Does the seller make eating utensils
prepared food. available for customers?®
The sale is taxable
prepared food.
Yes No
Is the seller’s prepared food percentage
greater than 75%?’ ‘

The sale is not taxable.

The sale is not taxable.

No Yes

! Minn. Stat. 297A.61 Subd. 31 (2)

2 Minn. Stat. 297A.61 Subd. 31 (2)

? Minn. Stat. 297A.61, Subd. 31 (2) and
FDA food code 3-401.11

4 Minnesota Rule 8130.4705 Subp. 2

® Minnesota Rule 8130.4705 Subp. 3(A)

® Minnesota Rule 8130.4705 Subp. 3

”Minnesota Rule 8130.4705 Subp. 5

8 Minnesota Rule 8130.4705, Subp. 4

The sale is taxable prepared food.
[NOTE: Even if the seller’s prepared food
percentage is greater than 75%, the sale of

bulk servings (four or more servings packaged
for sale as a single item for a single price) is
taxable as prepared food only if it is the
seller’s practice to physically give or hand
utensils to the customer with the food.]
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