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Vote: Ayes 

SENI\TE FILE 

By HUTCHINS, BRILES and REI\DINGER 

'IS Nays / _ """':'_,,,,"\--
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V 0 t e: Aye s_--,Po-' .;;:3:......_ 

A BILL FOR 

Na y s __ "-::.? __ 

1 I\n Act relating to the treatment of free newspapers and 

2 shoppers guides under the state sales tax. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S-F. ~ H.F. 
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section 1. Sectioll four hundred twenty-two point forty­

two (422.42), subsection three (3), unnumbered paragraph one 

(1), Code 1979, is amended to read as follows: 

"Retail salen or "sale at retail" medns the sale to d 

conSllmer or to dilY pel son for any purpose, other than tor 

processing or for resale of tang1ble personal property or 

7 taxable services, or for resale of tangible personal property 

8 in connection with taxable services, and the sale of gas, 

9 electricity, water, and communication service to retail 

10 consumers or users, but does not include commercial fertilizer 

11 or agricultural limestone or materials, but not tools or 

12 equipment, which are to be used in disease control, weed 

13 control, 1nsect control or health promotion of plants or 

14 livestock produced as part of agricultural production for 

15 market, or electricity or steam or any taxable service when 

16 purchased and used in the processing of tangible personal 

17 property intended to be sold ultimately at reta11. Tangible 

18 personal property 1S sold for processing within the mean1ng 

J9 of this SUbsection only when it is intended that such property 

20 shall by means of fabr1cation, compounding, manufacturing, 

21 or germination become an integral part of other tangible 

22 personal property intended to be sold ultimately at reta11, 

23 or shall be consumed as fuel in creating heat, power, or steam 

24 for processing including grain drying or for generating 

25 electric current, or consumed in implements of husbandry 

26 engaged in agricultural production, or such pr'operty 1S a 

27 chemical, solvent, sorbent, or reagent, which is directly 

28 used and is consumed, dissipated, or depleted, in processing 

29 personal property which is intended to be sold ultimately 

30 at retail, and which may not become a component or integral 

31 part of the finished product. The distribution to the public 

32 of free newspapers or shoppers guides shall be deemed a retall 

33 sale for purposes of the processing exemption. 

34 Sec. 2. Section four hundred twenty-three point one 

35 (423.1), subsection one (1), unnumbered paragraph one (1), 

-1-



S.F. 3<f H.F. 

1 Code 1979, is amended to read as follows: 

2 "Use" means and includes the exercise by any person of 

3 <lIly Li gilt Ol· poweL· over tanglble pen;ona.l property InCIdent 

4 to the ownership of that property, except Lhat it l;hall IlO L 

5 include processing, or the sale of that property in the regular 

6 course of business. Property used in "processing" within 

7 the meaning of this sUbsection shall mean and include (a) 

8 any tangible personal property including containers which 

9 it is intended shall, by means of fabrication, compounding, 

10 manufacturing, or germination, become an integral part of 

11 other tangible personal property intended to be sold ultimately 

12 at retail, (b) fuel which is consumed in creating power, heat, 

13 or steam for processing or for generating electric current, 

14 or (c) chemicals, solvents, sorbents, or reagents, which are 

15 directly used and are consumed, dissipated, or depleted in 

16 processing personal property, which is intended to be sold 

17 ultimately at retail, and which may not become a component 

18 or integral part of the finished product. The distribution 

19 to the public of free newspapers or shoppers guides shall 

20 be deemed a retail sale for purposes of the processlng 

21 exemption. 

22 Sec. 3. This Act is effective January first following 

23 its enactment. 

24 EXPLANATION 

25 This blll provides that free newspapers and shoppers guides 

26 shall be treated the same as newspapers for purposes of the 

27 state sales and use tax. The bill is effective January first 

28 following its enactment. 
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SENATE FILE 39 

DATE: ).lARCH 6, 1979 
REQUESTED BY: SENATOR HUTCHINS 

In compliance with a written request received January 11 , 19~, there is 
hereby submitted a Fiscal Note for Senate File 39 pursuant to Joint Rule 16. 
Background information used in developing this Fiscal Note is available from the 
Legislative Fiscal Bureau, to members of the Legislature upon request. 

S.F. 39, An Act relating to the treatment of free newspapers and shoppers guides 
under the state sales tax. 

At the present time, Section 422.42, Subsection 3 and Section 423.1, Subsection 1 
provides, in part, that tangible personal property is exempt from the respective 
sales and/or use tax if when sold, it is intended to beco~~ an integral part of 
other tangible personal property which l'/i11 be sold at retail. This processing 
exemption currently applies only when the newspaper being published is to be sold 
for a consideration. The proposal would extend the exemption to publication of 
newspapers or shoppers guides which are distributed free. 

The effect of the expansion of the exemption proposed under the proposal would 
depend upon the number of publications involved and the volume of purchases of 
items ~Ihich would be eligible for the processing exemption. Because a reliable 
estimate of the arr.ount of materials involved is not readily available, determi­
nation of the value of the materials ~Ihich would be made exempt from taxation cannot 
be made. Thus, an es t imate of the use and sales tax whi ch woul d not be co 11 ected 
because of the exemption cannot be calculated. 

SOURCE: DEPAR'llMENT OF REVENUE 

FILED: 
Kl>.RCH 7, 1979 

BY GERRY RANKIN, DIRECTOR 
LEGISLATIVE FISCAL BURBAU 
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"SENATE 2 
MARCH 22, 1979 

SENATE FILE 39 

.5-3252 
""" 1 !·:,l<·!~cJ ScnaLC pi 1 (~ ]~ (lS fc)llc',:s: 

2 
3 
4 

5 
6 
7 
8 
9 

10 
1 1 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

-22 
23 

"" 24 .25 
26 
27 
28 
29 
30 
31 
32 
33 
34 

1. P<-.:gc 1, )liic::; .:? d!1<l 3, by !.~t}-·i;:;;Jg L:j(_' ~·:.:,r.;·ls 

O!"la fiCjure uunnur~l;cl-cd ?,~l-c"l.(J.l""=l?:' O!"lC (1),". 
2. Page 1, by striking lines 31 through 33 and 

.inserti ng in lieu thereof the fo11o\;ing: "part of 
the finished product. 

Notwithstanding the forcgoing provisions of this 
subsection, the sale of newsprint and ink ~e~~we~ed 
a{te~-A?yi±-47-49q~ and other tangible personal 
property for processing within the meaning of this 
-sub;ecTR)Y1"to any person, finn or corporation-to be 
Incorporated in or used in the printing of any 
newspaper, free newspaper or shoppers guide for 
publication in this state shall be considered as a 
sale at retail and such person, fir~ or corporation 
shall be deeE,ed to be the consumer of such n8\-;sprint 
and in!: and other tang ible personal property and 
subject to the payr,lent of sales tax." 

3. Page 1, line 35, by striking the ~iords and 
figure "unnwnbered paragraph one (11,". 

4. Page 2, by striking lines 13 through 21 and 
inserting in lieu thereof the following: "or integral 
part of the fini.shed product. 

Notwithstanding the foregoing provisio))s of this 
subsection, the purchase of &ewsprint and ink deiivefed 
af~e~-Ap=~±-47-49qB and other prO?Crty for use in 
proc0ssing \Ii thin the meaning of thls subsection to 
any person, "firril--or corporati"on to be -{ncorpocated 
in or used in the printing of any newspaper, free 
newspaper or shoppers guide for publication in this 
state shall be subject to the use ta): imposed by this 
chapter." 

5. ANend title, line 1, by inserting after the 
wo:::-d "of" tlJe \'lorC! "ne"v!spapers, n. 

S-3252 FILED & LOST /",i-7'::) 
MARCH 21, 1979 

BY RICHARD R. RAMSEY 
BOB RUSH 
EDGAR H. -HOLDEN 

SENATE FILE 39 

S-3271 

1 Amend Senate File 39 as follows: 
2 
3 
4 
5 
6 
7 

1. Page 1, by inserting after line 33 the 
following: 

"Sec. __ • Section four hundred twenty-two point 
forty-tw? (422.42), subsection three (3), is amended 
by str~k~ng unnumbered paragraph two (2) .". 

2. Page 2 by inse.rting after line 21 the follow­
ing: 

,"Sec. __ . Section four hundred twenty-three 
po~nt on~ (423.1), subsection one (1), is af7lended 
by strl.k~ng unnumbered paragraph tlvO (2).". 

BY DICK RA.r-tSEY 

i 
) ,-



SENATE 6 
MARCIi H, 1979 

SENATE FILE 39 

r-3218 
~ Amend Senate File 39 as follows: 
2 1. Page 1, lines 2 and 3, by striking the words 
3 and figure "unnumbered paragraph one (1) ,.". 
~ 2. Page 1, by ir.serting after line 33 the £0110\0/'-
5 ing: 
6 "Notwithstanding the foregoing provisions of this 
7 subsection, the sale of newsprint and ink ae:i::i:vel"ea 
8 a{t.ef:-Apf''i::j,-±7-:!:91Q and other tangible p<>.rsonal 
9 property for orocesslng wlLhin the meaning of this 

10 sUbsection to any person, flrm or corporatlon to be 
11 incorporated in or used in the printing of any 
12 newspaper, free newspaper or shoppers guide for 
13 publication in ~jlis state shall be considered as a 
14 sale at retail and such·person, firm or corporation 
15 shall be deemed to be t..'1e consumer of such ne\.sprint 
16 and ink and other tanqible uersonal propertv and 
17 sub;e"t t-o t-ho nnvmpnt o· sales ~~v " ~ J - - _.- r ,:".,.1 - •. ___ ~ '-u .... 

18 3. Page 1, line 3~, by striking the Iwrds and 
19 figure "unnumbered paragraph one (I),". 
20 4. Page 2, by inserting after line 21 the £0110\i-
21 lng: 
22 "Notwi t.'1standing the foregoing provislo!1s of this 
23 subsection, Lhe purchase of newsprint a~d ink ee~±~e~ea 
24 afte=-Af'r~3:-~,-;9~9 and other property fer use in 
7" processino wi thL1 t.he mea~:Lna of thIS sc:bsectl.on to 
i any person, firm or ccr?O~u~lOn to be ~ncorporated 
27 in or used in the printing of any newspaper, free 
28 newspaper or shoppers q~ide for publication in this 
29 state shall be subj ect to t..'le use ta,: impos(ed by this 
30 chapter." 
31 5. k~end title, line·l, by inserting after the 
32 word "of" the word "newspapers,". 

( 

S-3218 FILED rlio'(;<:?9;) BY RICllAD.D R. RA~SEY 
~ll\RCH 13, 1979 ' EDGAR R. HOLDEN 

BOB RUSH 
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SI:mAT~ FILE 39 

AN ACT 

Rl::LATI~G 1'0 TIIH TREAntENT OF FRf::E Nl:: .... ·SPAPF.kS AND SHOP}'ERS 

GUIDES tINDER THE SThTF: $AL2S TAX. 

SF. IT KNACTED B'i TIfF. GENERAl. AS5RMBLY 01'" THE STATE OF IOWA: 

Sectl.on 1.. Section fOtH" hundr(!d t'd~nty-t .... o point !orty­

t .... o (-1-22 .. 47), f.ubsection three (3), unnumbered paragraph one 

(1). Code 1979, is amended to n:dd as follows: 

"Retail sale" or "Selle at retail" means the liale t.O a 

consumer or to .. my person for <lny purpose, otl\(~r than for 

processin<j 01: for resale of t,lngible personal property at 

t.axable :iervices, or fOl' reselle of tangible pet'sonal property 

1n con.nection .... ith taxable servlces, clnd the sale of gas, 

elect.rieity, ",.aLer, and cOmMunicat.ion sel"vice to t'etail 

conSlUllers Ot· USel"S, but docs not include cotrl.."'nercial fertilb:o.r 

ot" aqricultut"al limestone or materials, but not tools or 

equipm.ent, ",.hich are to be used in di.sease control, weed 

cant ro 1, insect. contro lox' hcal th promoti on 0 f p1 an ts. Ot· 

1 ivest.ock pt·oducp.d as part. of agricul tural pl:oduct.ion fot 

market., or electricit.y or stearn or allY t<l)cable service when 

purchased and used in the proc(!ssing of tangible personal 

property lntended t.o be sold ultimately at retail .. Tangible 

porsonal ptoperty is sold fot" processing within the meaning 

of Ulis subsection only whell it is intended th,lt such propC!rty 

shall by trlean!. at" fabocat:ion, compounding, manufacturinq, 

• 
Senate File 39, P. 2 

01' gonnination bt!corne an integral part". of ot.her tangible 

pCl':(lOnal pl'operty intended to be sold ultimately at rctail. 

ot' shall be consumed llS fuel in creating heat, power, or &tearn 

for processing including gt'ain drying or for 9~nerating 

electric current. 01" conawned lr1 inplements of husbandt'Y 

engaged in agricul tural production, Ot' such property is a 

chemical. solvent, Borbent. or reagenL, which is dil:cctly 

us..,d and is consumed, di~glpated. or depleted, in pl"ocessing 

personal propct'ty which is int.ended to be sold ultirpat:ely 

at retail, and .... )nch mdY not become it cOO'lponent 0[' integral 

part of the fi.nished product. The dis~.Lt~~.!-)_on to the publi.:; 

of free newspap!:rs Ot· shopp~el'~ guides shall be deemed a retail 

sale for puryC;~cs of the""'p'rocessinq ~_xeroption. 

Sec. 2. Sect.ion foul.' hundred twent.y-three point one 

(423.1), subsect.ion one (I), unnUlTlbel'cd paragraph onc (1), 

Code 1979, is .:un.ended to read as follows: 

"Usc" means and includes t..he exercise by any pet'son of 

<tny right or power o\'er tangible personal property incident 

Lo tho mmership at th'lt property, except that it shall not 

include pt'ocossing, or the sale of t.hilt. property 1n the regular 

course of bUsinel;s. property u6ed in "processing" within 

the meaning of this subsect.ion shall mean Bnd include (a) 

any tangible personal property including containers which 

it iG intended shall, by means of fabrication, compounding, 

manufacturing, or genTiinat.ion, beCOMe .!In integral part of 

other tangible personal pl·opet·ty int.ended to be sold ultimately 

at retail. (b) fuel which is consumed in creating power, heat., 

or stean for processing or for qenerating electric cUrl·ent., 

Ot· {c) chemicals, solvents, sorbents, or reagents, which are 

direct.ly used and are consumed, dissipated, or deplet.ed in 

procetJ8i.ng personal pJ"operty, .... hich is intendpd to be sold 

ultimately al retail, and .... hich !":lay not become a component 

or integral put of the finished product. Th.!) dist.riY.llti2!! 

~o thtL.2...~~£_2 .. L . .L~.~!l~~spapertL!? .. ; __ shoppers ffi.1id.es flhall 

he_~eem~ .. ~ .... U-:£tilil sale for .EUlyoses o~ ... lh!L proce(;~_~~..9 en 
~~~~~ion. ~ 

121 



Senate File 39, P. 3 

Sec. 3. This Act is effective January first following 

its enactment. 

TERRY E. BRANSTAD 

President of the Senate 

FLOYD H. MILLEN 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

1S known as Senate File 39, Sixty-eighth General Assembly. 

Approved 

o /, 

(/jvr,z. 7 
/ 

./ 

ROBERT D. RAY 

Governor 

1979 

FRANK J. STORK 

Secretary of the Senate 


