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A BILL FOR

An Act relating to the state sales, services, and use taxes by

exempting from the taxes linotype, lithographic-offset plates,
photoengraved plates, and other base materials used as
carriers for light-sensitive emulsions and making it
retroactive,

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 422.45, Code 1981, 1s amended by adding
the following new subsection:

NEW SUBSECTION. The gross receipts from the sales of
linotype, lithographic-offset plates, photoengraved plates,
engravings, negatives, color separations, typesetting, or

®

any other base material used as a carrier for light-sensitive
emulsions to be used to complete a finished product for sale
at retail.

Sec. 2. This Act is retroactive to July 1, 1971.

EXPLANATION

The bill exempts from the state sales, services, and use
tax linotype, lithographic-offset plates, photoengraved plates,
and other such materials used as a carrier for light-sensitive
emulsions to be used to complete a finished product for sale
at retail.

The bill takes effect July 1 following enactment and is
retroactive to July 1, 1971.

LSB 3791S 69
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SENATE 4
APRIuL 15, 1982
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SENATE FILE 2153

Amend Senate File 2153 as follows:

1. Page 1, by striking lines 1 through 9 and
inserting in lieu thereof the following:

"Section 1. Section 422.42, subsection 3,
unnumbered paragraph 1, Code 1981, is amended to read
as follows:

"Retall sale" or "sale at retail" means the sale
to a consumer or to any person for any purpose, other
than for processing or for resale of tangible personal
property or taxable services, or for resale of tangible
personal property in connection with taxable services,
and the sale of gas, electricity, water, and
communication service to retail consumers or users,
but does not ‘'include commercial fertilizer or
agricultural limestone or materials, but not tools
or egquipment, which are to be used in disease control,
weed control, insect control or health promotion of
plants or livestock produced as part of agricultural
production for market, or electricity or steam or
any taxable service when purchased and used in the
processing of tangible personal property intended
to be sold ultimately at retail.

PARAGRAPH DIVIDED. Tangible personal property
is sold for processing within the meaning of this
subsection only when it is intended that such property
shall by means of fabrication, compounding,
manufacturing, or germination become an integral part
of other tangible personal property intended to be
sold ultimately at retail, or shall be consumed as
fuel in creating heat, power, or steam for processing
including grain drying or for generating electric
current, or consumed in implements of husbandry engaged
in agricultural production, or such property is a
chemical, solvent, sorbent, or reagent, which is
directly used and is consumed, dissipated, or depleted,
in processing personal property which is intended
to be sold ultimately at retail, and which may not
become a component or integral part of the finished
product, or any material necessary to the printing
process whether or not consumed, dissipated, or
depleted 1in that process, including, but not limited
to, linotvpe, lithographic-offset plates, photoengraved
plates, engravings, negatives, color separations,
typesetting, 1mage modulators, or any othexr base
material used as a carrier for light-sensitive
emulsions to be used to complete a finished product
for sale at retail. The distribution to the public
of free newspapers or shoppers guides shall be deemed
a retail sale for purposes of the processing exemption.

Sec. 2. Section 423.1, subsection 1, unnumbered
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paragraph 1, Code 1981, is amended to read as follows:

"Use" means and 1ncludes the exercise by any person
of any right or power over tanglble personal property
incident to the ownership of that property, except
that it shall not include processing, or the sale-
of that property in the regular course of business.
Property used in “processing" within the meaning of
this subsection shall mean and include {(a) any tanglble
personal property including containers which it is
intended shall, by means of fabrication, compounding,
manufacturing, or germination, become an 1ntegra1
part of other tangible personal property intended
to be sold ultimately at retail, (b) fuel which is
consumed in creating power, heat, or steam for
processing or for generating electric current, ex
{(c) chemicals, solvents, sorbents, or reagenits, which
are directly used and are consumed, dissipated, or
depleted in processing personal property, which.is
intended to be sold ultimately at retail, and which
may not become a component or integral part of the
finished product, or (d) any material necessary to
the printing process whether or not consumed,
dissipated, or depleted in that process, including,
but not limited to, linotvpe, lithographic-offset
plates., photoengraved plates, engrav1pgs, negatives,
coloxr separations, tvpesetting, image modulators or
any other base material used as a carrier for light-
sensitive emulsions to be used to complete a finished
product for sale at retail. The distribution to the
public of free newspapers ox shoppers guides shall
be deemed a retail sale for purposes of the processing
exenption."

2. Title page, line 2, by striking the words
"exempting from the taxes" and inserting in lieu
thereof the words "providing that property sold or
used within the meaning of the processxng exemption
includes®.

3. By renumbering as necessary.

S-5581 FPILED ADOPTED BY ARTHUR A. SMALL, JR.
APRIL 14, 1982 MMW _f:rf_; :

(p. /260)
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SENATE FILE 2153

Amend Senate File 2153 as follows:

. 1. Page 1, by striking lines 1 through 8 and
inserting in lieu thereof the following:

"Section 1. Section 422.42, subsection 3,
unnumbered paragraph 1, Code 1981, is amended to read
as follows:

"Retail sale" or "sale at retail" means the sale
to a consumer or to any person for any purpcse, other
than for processing or for resale of tangible personal
property or taxable services, or for resale of tangible
persconal property in connection with taxable services,
and the sale of gas, electricity, water, and
communication service to retail consumers or users,
but does not include commercial fertilizer or
agricultural limestone or materials, but not tools
or equipment, which are to be used in disease control,
weed control, insect control or health promotion of
plants or livestock produced as part of agricultural
production for market, or electricity or steam or
any taxable service vhen purchased and used in the
processing of tangible personal property intended
to be sold ultimately at retail. .

PARAGRAPH DIVIDED. Tangible personal property
is sold for processing within the meaning of this
subsection only when 1t is intended that such property
shall by means of fabrication, compounding,
manufacturing, or germination become an integral part
of other tangible personal property intended to be
sold ultimately at retaill, or shall be consumed as
fuel in creating heat, power, or steam for processing
including grain drying or for generating electric
current, or consumed in implements of husbandry engaged
in agricultural production, or such property is a
chemical, solvent, sorbent, or reagent, which is
directly used and is consumed, dissipated, or depleted,
in processing personal property which is intended
to be sold ultimately at retail, and which may not
become a. component or integral part of the finished
product, or are linotvpe, lithographic-offset plates,
photoengraved plates, engravings, negatives, color
separatlions, tvpesetting, or any other base material
used as a carrier for light-sensitive emulsions To
pe used to complete a finished product for sale at
retall. The distribution to the public of tree
newspapers ox shoppers guides shall be deemed a retail
sale for purposes of the processing exemption.

Sec., 2. Section 423.1, subsection 1, unnumbered
paragraph 1, Code 1981, 1is amended to read as follows:

"Use'" means and includes the exerclse by any person
of any right or power over tangible personal property
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incident to the ownership of that property, except
that it shall not inc¢lude processing, or the sale

of that property in the regular course of business.
Property used in "processing” within the meaning of
this subsection shall mean and include (a) any tangible
personal property including containers which 1t is
intended shall, by means of fabrication, compounding,
manufacturing, or germination, become an integral
part of other tanglble personal property intended

to be sold ultimately at retail, (b) fuel which is
consumed in creating power, heat, or steam for '
processing or for generating electric current, ex

(c) chemicals, solvents, sorbents, or reagents, which
are directly used and are consumed, dissipated, ox
depleted in processing personal property, which is
intended to be sold ultimately at retail, and which
may not become a component or integral part of the
finished product, or (d) are linotype, lithographic-
offset plates, photoengraved plates, engravings,
negatives, color separafions, typesetting, or any
otner base material used as a carrier for light-
sensitive emulsions to be used to complete a finished
product or sale at retail. The distribution to the

. pubiic of free newspapers or shoppers guides shall

be deemed a retail sale for purposes of the processing
exemption." :

2. Title page, line 2, by striking the words
"exempting from the taxes" and insertilng in lieu

therecf the words Yproviding that propertv sold or

30 used within the meaning of the processing exemption
31 includes. _

32 3. By renumbering as necessary.

$~5142 FILED BY ARTHUR A. SMALL, JR.

FEBRUARY 22, 19882
HES 4ﬁ¢(fuu9?)




SENATE FILE 2153

S-5583

WO WM

Amend the Small amendment, S-5581, to Senate File
2153 as follows:

1. Page 2, line 32, by striking the quotation
mark.

2. Page 2, by inserting after line 32 the
following:

"Sec. 3. Claims for refunds as a result of this
Act for sales, services, and use taxes paid on
transactions occurring between July 1, 1971 and July
1, 1982 involving the printing process shall be filed:
between July 1, 1982 and September 1, 1982.
Notwithstanding any other provision of law, the total
amount of refunds that shall be paid pursuant to this
section shall not exceed the sum of fifty thousand
dollars. 1If the total dollar amount of the allowable
claims for refynds exceed the sum of fifty thousand
dollars the director of revenue shall pro-rate the
fifty thousand dollars amongst the c¢laimants of the
allowable claims by paying each claimant a percent

£ the amount of the claimant's allowable claim equal
to the percent that fifty thousand dollars bears to
the total amount of all the allowable claims.

This section shall not be codified but shall be
containred in the session laws only.

Sec. 4. This Act is retroactive to July 1, 1971.%¢

3. Page 2, by insexrting after line 37, the
following:

" . Title page, line 4, by inserting after the

word "emulsions" the words ", limiting the amount
of refunds allowable under this Act,"."

S-5583 FILED & ADOPTED BY ARTHUR A. SMALL, JR.
APRIL 14, 1982 (p. //97)
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SENATE FILE z,sa

BY COMMITTEE ON WAYS AND MEANS

(AS AMENDED AND PASSED BY THE SENATE APRIL 14, 1982)

. .Passed Senate, Date g. 24 %2 (?,zﬁa?assed House, Date ./ s./. /795D

Vote: Ayes &/ 5  Nays o Vote: Ayes 23 Nays 5
A .approved o 2/ 372
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A BILL FOR

»+1 An Act relating to the state sales, services, and use taxes by
providing that property sold or used within the meaning of the
- R

processing exemption includes linotype, lithographic-offset
el ——

plates, photoengraved plates, and other base materials used as

of refunds allowable under this Act, and making it retro-
e o
active.

2
3
4
5 carriers for light-sensitive emulsions, limiting the amount
6
7
8

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

10
11
12

13 ———eeee———————sess = NewW Language

14 by the Senate
15

16
17
18
19
20
21
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1 Section 1. Section 422.42, subsection 3, unnumbered
L R N

2 Earagraah l, Code 1981, is amended t¢ read as follows:

"Retail sale”" or "sale at retail"” means the sale to a
M— e C = N

consumer or to any person for any purpose, other than for
L ]

processing or for resale of tanqib;e personal propertx or

taxable services, or for resale of tangible personal propertx
i

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

electricity, water, and communication service to retail
_ I

consumers or users, but does not include commercial fertiling
- ... __ .

or agricultural limestone or materials, gut not tools or
AR

egquipment, which are to be used in disease control, weed

T _ vl A

control, insect control or health Eromotion of Elants or
L

livestock produced as part of agricultural production for
L — A

I

market, or electricitx or steam or any taxable service when
purchased and used in theAProcessing of tangible Eersonal
T N

16 Brogertx intended to be sold ultimatelx at retail.,

17 PARAGRAPH DIVIDED. Tangible personal property 1is sold

T ]
18 for processing within the meaning of this subsection only

el A niensipesjuuinnisisionio ittty
19 when it is intended that such Erogertx shall bz means of
20 fabrication, compounding, manufacturing, or germination become
21 an 1ntegraljpart of other tangible persongl‘groperty intended

22 to be sold ultimately at retail, or shall be consumed as fuel
[
23 in creating heat, power, or steam for processing including
L
24 grain drying or for generating electric current, or consumed
S A A S
25 in implements of husbandry engaged in agricu%tural groduction,
S e
26 or such proEertx is a chemical, solvent, sorbent‘ Or reagent.,

27 which is directly used and is consumed, dissipated, or
A —

28 depleted, in processing Eersonal Erogertz which is intended
R

29 to be so0ld ultimately at retail, and which may not become
. -

30 a component or integral part of the finished product, or any

31 material necessary to the printing process whether or not

L s ____________ ]
32 consumed, dissipated, or depleted in that process, including,

33 but not limited to, linotype, lithographic-offset plates,

e}
34 pﬂotoengraved plates, engravings, negatives, color separations,
P T CEEEERRRREEEERS L e e e . e < o+~ - - - - - - ]

35 typesetting, image modulators, or any other base material
S Sy - ]
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1l used as a carrier for light-sensitive emulsions to be used
S n n I oy
@ 2 to complete a finished product for sale at retail. The

< = __--—u—u-———-__ e e
3 distribution to the publlc of free newspapers or shoppers

4 guldes shall be deeﬁed a retell sale for Eurgoses of the
5 Eroce331n3 exemgtlon.

6 _Sec. 2, Sectlonm423 1, subsectlon 1 unnumbered paragrapj

7 ;,lCodel198i¥l;s_amended to read as followst

8 "Use” means and includes the exercise by any person of
T A

8 any right or power over tangible_gersonal property incident
Ay S -
10 to the ownership of that propert pt that it shall not

include processing, or_the_sa;e”of that property in_the reqular

12 course of bu51ness- Property used in proce351ng w1th1n
13 the meanlng of thls subsectlon shall mean and 1nc1ude (a)

personal
compOundlng,

15 1tils‘intended shall, b‘_meehs of.fabricétlon,

manufacturln-, germination, become an integral part of

other tangible personal.property_lntended to“be_sold ult;mate;“_

18 atwreEE;l,_(b) fuellwh;ch is consumed lnhcreatlng power,‘heat,
“19 cr steam for processing or forjgeneratlng electric currentg

20 o2 (cC) chemlcals, solvents, sorbents, or reagents, which are
R T R SR SN AT E LT

I

RN LI
21 dlrectly u:ed and are oonSumed dlsslpated or depleted in

22 processing personal property, which is intended to be sold

23 ultimately at retail, and which may not become a component
e I R
24 or integral part of the finished product, or (d) any mater1al

RECeSsary Lo LNe printing process whether Or not consumed,

1di$sipated or'depleted'iﬁ that process,<1ncludlng,‘;ut-not

igan

lithographic-offset piates, pnotoengraved
ﬁypesettlng:”

1m1ted‘to,‘11notype,

28 p”ates, engrav1ﬂgs,"hegat1ves} color separatlons,

33 sale for furooses of the‘oroce351no_exemptlon.
34 Sec. 3. Clalms for refunds as a result of thls Act for
sales, services, and use gaxes pald on transactlons occurrlng
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1 between July 1, 1971 and July 1, 1982 involving the printing
2 process shall be filed between July 1, 1982 and September ‘
3 1, 1982, Notwithstanding any other Erovision of law, the

4 total amount of refunds that shall be paid pursuant to this

5 section shall not exceed the sum of fifty thousand dollars.

6 If the total dollar amount of the allowable claims for refunds

7 exceed the sum of fifty thousand dollars the director of

8 revenue shall pro-rate the fifty thousand dollars amongst

9 the claimants of the allowable claims by paying each claimant
10 a percent of the amount of the c¢laimant's allowable claim

11 egqual tc the percent that fiftz thousand dollars bears to

12 the total amount of all the allowable claims,

13 This section shall not be codified but shall be contained

L. _ ]
14 in the session laws only.
L )

15 Sec. 4. This Act is retroactive to July 1, 1971,
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SENATE FILE 2153

H-5939
1 Amend Senate File 2153 as amended, passed and
2 reprinted by the Senate, as follows:
“ 3 1. Page 1, by striking line 1 through page 2,
: 4 line 33, and inserting in lieu thereof the following:
5  “Section 1. Section 422.45, Code 1981, is amended
6 by adding the following new subsection:
7 NEW SUBSECTION. The gross receipts from the sales

8 of litpographic—offset plates, photoengraved plates,
9 engravings, negatives, color separations, the end
10 products of image modulation, or any other base
11 material used as a carrier for light-sensitive
12 emulsions to be used to complete a finished product
13 for sale at retail."
14" 2. Title page, by striking lines 2 and 3 and
15 inserting in lieu thereof the words "exempting from
16 the tazes the end products of image modulation,
17 lithographic-offset". '

18 3. By renunbering as necessary.
H-5939 FILED APRIL 22, 1982 BY COMMITTEE ON WAYS & MEANS
%;{75,&1’# Anerzilled Fog Goo/ SCHNEKLOTH of Scott, Chair

‘z‘/-?'f ((;;./7?¢ :

R SENATE FILE 2153
H-6021

Amend the committee amendment, H-5939, to Senate
File 2153, as amended, passed and reprinted by the
Senate, as follows:

l. Page 1, line 7, by inserting after the word
"sales" the words "by a trade shop to a printer®.

2. Page 1, line 12, by inserting after the word
"used" the words "by the printer”.

3. Page 1, line 13, by inserting after the word
‘"retail.” the words "For purposes of this subsection,
"trade shop" means a business which is not normally
engaged in printing and which sells supplies to
printers, including but not limited to, lithographic-
offset plates, photoengraved plates, engravings,
negatives, coclor separations, end products of image
modulation, or other base material used as a carrier
for light-sensitive emulsions.” ' :

4, ©Page 1, line 16, by inserting after the woxd
"taxes" the words "sales by trade shops to printers
of",

e
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H-6021 FILED BY HUMMEL of Benton
APRIL 23, 1982 NORLAND of Worth

Ap it of /24 (.1772)




REPRESENTATIVE HUMMEL

STATE OF IOWA

FISCAL NOTE Request No. 82-378 .

—_— e - — —— —

In compliance with a written request received __ April 23 » 19 82, there is
hereby submitted a Fiscal Note for H-5939 to H-6021 to S.F. 2153  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.

Amendment H-602] to committee amendment H-5939 ro S.F. 2153 provides that sales
by a trade shop to a printer of lithographic-offset plates, photoengraved plates,
engravings, negatives, color separations, end-products of image modulation, or
any other base material used as a carrier for light-sensitive emulsions which
are to be used to complete 2 finished product for sale at retail by the printer
from sales, use and service tax. It further provides a definition of "trade
shop" to mean a business which is not normally engaged in printing and which
sells supplies to printers, including but not limited to, lithographic-ofiset
plates, photoengraved plates, engravings, negatives, color separations, end
products of image modulation, or any other base material used as a carrier for
light-sensitive emulsions. The title of the bill is amended accordingly.

Viewing H-6021 to H-5939 to S.F. 2153, the total fiscal effect is a one-time
cost of a maximum of $50,000 for claims for refund and an approximate annual
cost to the state of $35,000 in lost sales, use, and service tax revenues,

Source: Citizens' Aide/Ombudsman's Ofifice
Department of Revenue

FILED APRIL 23, 1982 BY GERRY RANKIN, Fiscal Director

1
1




REPRESZNTATIVE HUMDMEL

STATE OF IOWA
FISCAL NOTE

Reguest No. 62-378

In compliance with a writien request received April 23 , 19 82, there is
hereby submitted a Fiscal Note for H-5939 ro H-6021 tc S.F. 2153 pursuant to Joint
Rule 16. Background information used in developing this Fiscal Note is available
‘rom the Legislative Fiscal Bureau, to members of the Legislature, upon request.

tmendment H-602]1 to committee zmendment H-5939 to S.F. 2153 provides that sales
by a trade shop to a printer of lithographic-offser plates, photoengraved plates,
engravings, negatives, color separations, end-products of image modulation, or
any other base material used as a carrier feor lighr-sensitive emulsions which
are to be used to complete a finished product for sale at retail by the printer
from sales, use and service tax. It further provides a definition of "trade
shop" to mean a business which is not normally engaged in printing and which
sells supplies to printers, including but not limited to, lithographic-offser
plates, photoengraved plates, engravings, negatives, color separations, end
products of image modulation, or any other base material used as a carrier for
light=-sensitive emulsions. The title of the bill is zmended accordingly.

Viewing H-6021 rto H-5%939 ro S.F. 21533, the toral fiscal effect is a one-time
cost of a maximum of $§50,000 for claims for refund and an approxinate annual
cost to the state of 535,000 in lost sales, use, and service rax revenues.

Source: Citizens' Aide/Ombudsman's Office
Department of Revenue

FILED APRIL 23, 1982 BY GERRY RANKIN, Fiscal Director




SENATE FILE 2153
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Bmend the committee amendment, H-5939, to Senate
File 2153, as amended, passed and reprinted by the
Senate, as follows:

1. Page 1, line 7, by inserting aiter the word
"sales" the words "by a trade shop to a printer”

2. Page 1, line 12, by inserting after the word
"used" the words "by the printer".

3. Page 1, lipa 13, by inserting after the word
Yretail.” the words "For purposes c¢f this subsection,
10 "trade shop” means a business which is not normally
11 engaced in orinting and which sells supplies to
12 printers, including but not limited to, lithegraphic-
13 offset plates, photoengraved plates, engravings,

4 negatives, color separations, end products 0 image
15 modevlation, or other base material used as a carrier
"16 for light-sensitzive emulsions.”

(Yoo o JUNTe S ELINL SR VER LV b

17 4, Page 1, lire 16, by inserting aftex the word
18 "taxes" the words "sales by trade shops tO printers
19 of”.

H-6021 FILED BY HUMMEL of Benton

APRIL 23, 1982 NORLAND of Worth

Ci/ ‘4:‘?{.‘/“" r 772 )
lp el /2 P77 5ENATE FILE 2153

H-6056
1 Amend Senat
Ly e File 2153, as am - 3
? reorineen 2 iended, passed and
2 4 by the Senate, as follows:
- Page 3, by ‘ﬂse rii £t : 1
. 3 inserting after line 12 ho!
4 folleowing: g ) T
m
h 1 .
5 Any rules or written Drorouncements interprating
& uue révenue laws that were made Dv the Directo*_o‘ ”
g ? evenue oxr by the director of any division cf the
Department £F : gat
] F;z Iowz =dgfn?§zf‘ue Prior to the effective <ate of
. ;o X kn inistrat .7e Procedure Act shall be deemed
hcc.ave “een and continue to be in full force and
%% 2-fect untlil reversed, repealed or moclfwnd in
accordance with the Provi Minist i
b vl sions of the A nistrat
13 Procedu:e Act or by law." cminlstracive
E-€6056 FILED BY SCHNEKLOTH of Scott
D! bl o i
5.3;:ﬁ24i 1932 SCHRCEDER of Pottawattamie
ADCPTED P TTH) CHIODO of Polk
" SENATE FILE 2153 = - e
H-6069 '

1 Amend Senate File 2

e 2153 as amended
1 repeiord te s nded, passed and
2 DY the Senate as fo; owWS 1
4

ll J.lt-l.e ~ = E ['ISe! hpte 4 I nNa WO (i,
aCey H [=1
p ! DV -~ ive H

state" th "hv
& words "revenue recul a:lons,"

s

H~6060 FILSD APnrL

4, 1982
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DOPTED BRY UNANIMOUS Q'.\SENTQ, 77« ; BY ZUMMEL ©f Benton
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SENATE 11
APRIL 24, 1982
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HOUSE AMENDMENT TO SENATE FILE 2153.
5797

Mhend Senate File 2153, as amended, passed and
reprinted by the Senate, as follows:

1. Page 1, by striking line 1 through page 2,
line 33, and inserting in lieu thereof the following:

"Section 1. Section 422,45, Code 1981, is amended
by adding the following new subsection:

NEW SUBSECTION. The gross receipts from the sales
by & trace shop to a printer of lithographic-offset
plites, photoengraved plates, engravings, negatives,
colox separations, the end products of image
mcdulation, or any other base material used as a
carrier for light-sensitive emulsions to be used by
the printer to complete a finished product for sale
at retail. For purposes of this subsection, "trade
shop" means a business which is not normally engaged
in printing and which sells supplies to printers,
nciuding but not limited to, lithographic-offset
ates, photeangraved plates, engravings, negatives,

or separations, end products of image modulation,
or other base material used as a carrier for light-
sensitive emulsions.”

2. Page 3, by inserting after line 12, the
fcllowing:

"Any rules or written pronouncements interpreting
the revenue laws that were made by the Director of
Revenu2 or by the director of any division of the
ment of Ravenue prior to the effective date

lowa Administrative Procedure Act shall be
ad to nave peen and continue to be in full force
and effasct unitil reversed, repealed or modified in

Procedure Act or by law.” -

3. Title page, line 1, by inserting after the
word "state" the woxds "revenue regulations,',

4. Title page, by striking lines 2 and 3 ané
inserting in lieu thereof the words "exempting from
tne taxes sales by trade shops to printers of the
end products of image modulation, lithographic-offset”.

5. Renumbering as necessarxy.

5797 FILED RECEIVED FROM THE HOUSE
RIL 24, 1982 ot T rortrrrn S Y (f s S5e)




Office of the Gouernoe

STATE CAPITOL
DES MQINES, IOWA S5C3I19

RoserT D. Rar May 21, 1982

GOVECARKDR

The Honorable Mary Jane Odell
Secretary of State

State Capitol Building
LOCANWL

Dear Madam Secretary:

I am enclosing Senate File 2153, an act relating to the state
revenue regulations, sales, services and use taxes by exempting
from the taxes sales by trade shops to printers of the end

products of image modulation, lithographic-offset plates, photo-
engraved plates, and other base materials used as cacriers for
light-sensitive emulsions, limiting the amount of refunds allowable
under this act, and making it retroactive, which, in accordance
with Article III1, Section 16, Constitution of the state of Iowa,

I hereby disapprove and transmit to the Secretary of State.

Senate File 2153 provides a sales tax exemption for certain
photographic materials used by printers to complete a finished
product for retail sale. The bill is made retroactive to allow
for refunds for taxes pald on these materials since 1971 and puts
a $50,000 limit on total allowable refunds. 1In addition, the
b1ll includes an enigmatic provision which makes effective as law
written pronouncements on any revenue laws made by the Director
or a division director ©of the Department of Revenue prior to
1975, so long as those pronouncements have not been modified by a
rule or statute.

The merits of the sections of the bill granting the sales tax
exemption for printers are not questioned here: the exemption
would appear Lo provide for appropriate tax treatment of materials
used in the processing of a retail product. It is the uncertain
and potentially advérse impact of the provision relating to
revenue pronouncenents that gives rise to the disapproval of this
bill.

The provision in Senate File 2153 relating to Department of
Revenue written pronouncemnents was offered in the House of
Representatives duving the final hours of the session and received
little debatec on its implications or merits, A question did




——

. The Honorable Mary Jane 0Odell
Page 2
May 21, 1382

rise regarding the provision's
ruled to be cutside of
acddition of the provision
n
h
u

0]

ngermane rullng

mendment

)

t

{wQ

are outside of
e tax issue 1In Senate
broadened the description
0 Lnclude all

the language of
2153 applies o

Q
o
5

)

= b= r (),
M 5 k=

T o k3

M
P pAe ke e

all

Section 3 of the
Therefore, House Fi
tax 2aid since 1971
to
of
oy

Moreover,
to 1971,
over anv
contrary
jirector
modified

>

the Department of
law or rule.

2153 s

Senate Tile thu

1.

Does the law
Tayment was based upon
Wwould a taxpayer be reg
state if 1ts nonpayment
advice?

F

b
tr

rr

[ean

T e {0
[T

O o4

o S EE I T

[#e}

=+ {31 I rt

W]

D e
m

taxes.

[l ]

m
YSoluth fu

T

Q-
N O W@ k-0 D

R S T W

3

U

"'la\_ed WA

[ /I oo lie IS 2

TOO A
QO QO ) or ¢r (D v U1 s

L300 0w
Q.D.rTOO

R DB =T T D P () ]
[ SRR TN o I s B RS SO 3
Wm0
T 3T -
]_l
Rl
(¢}
b LY 4D
=3 (D
ot

-

T

ey

jislature desi
estenpel as 1o
cy
ns

u.)
J

m -

W3 S

[ATIETS LYo BN
v <D

AU e IRy
oy Qo=

b= (0 D

ry O -
R

4

— O re
ovrerm T

)
ba

and
houold

. -
miT

et pes

caraf

3o

7))

’
=
|
Py

b=t (T

W g
0
e

™~

]
S

the scope of
the rules and an amendment broadening
to Senate F
is an indi
Flle
revenue regulations.

the amendment,
taxes administered by

the written advice given by the Dirsctor or a divis

Revenue

raises severa:

eguire the refunding of

in Iowa ard applies onl

change on*y after fully deba
revenue conseguences

1ts apn D

germaneness to the bill. It was
the bl1ll, but a suspension of
the title resulted 1n the

ile 2153.
catlon that the subjects coversd
the scope of the sales, service
2133. Angd, the amendment to th
cf the sublects covered in the
These facts, 1in combination
aprarent that Senate
the Department,

£

e

make 1

-

retroachtive
in legal contests
that rtax runs

makes the entire act
21533 may result
the payment of
1on

which has not since been

lmportant gues

a
erronecus advice?
uired to pay back

were based upon

ad

. 3

e o

Mmoo

fv ot

n

.th disput

= cr
D oW (b

4

(%

U ow Q.

rr
e & ofuocr

IR SR ¥

D i o

{6 &

T

joi

to adopt the doc¢irine of

tax law, it should maxe thi
ting its
Moreover,

wa

the

3 - - -
Lwiaz o cn

9 m‘}/
L_aD-;l_y.




‘T'he Honorable Mary Jane 0Odcll
Page 3
May 21, 1982

L

2. Could Senate File 2153 be interpreted to affect only
specific taxpayers who received written pronouncements
from the Department or could it affect entire classes of
taxpayers in similar situations, even if they were
unavware of the written pronouncement? If it is determined
to affect an entire class, the bil)l may result in a
substantial drain on the state treasury at a time when
the state budget is constrained. If it does not apply
to a class of taxpayers, Senate File 2153 may treat
taxpayers inequitably by providing tax benefits or
penalties only to those who receive written advice from
the Departnent.

3. Are there unknown impacts of the bill? The Department
wrote the first manual on the formula used for valuation
of agricultural land in the early '70s. The Department
has, since the adoption of the Administrative Procedures
Act in 1975, substantially revised the manual without
adopting the revisions in the administrative rules
process. Therefore, the Department's equalization
orders, which are based on the revised manual, could be
challenged as a result of this bill. That is an example
of but one possible impact; there are undoubtedly many

‘. others that are, as yet, unknown.

4. Does the legislature wish to retroactively give t& the
Department the authority to determine what is and what
is not taxable? Senate Pile 2153 effectively gives the
sanction of law to any interpretation of tax law written
by the Director or division directors of the Department.
That delegation of taxing authority to the Executive
Branch runs contrary to the historic function of the
legislature to make tax laws.

In short, the revenue recqulation provisions in Senate File 2153
raise a number of serious questions. Answers to these questions
will come only through costly and time-consuming litigation.
Instcad, the legislature should re-examine these provisions next
year so that the implications of the bill are debated and resolved.

This veto is not to pass judgiment on the other substantive ‘
scections of the bill. I recognize the legitimate concerns of the

printing industry regarding the need to exempt processing naterials
from the sales tax. The Department of Revenue has informed ne ‘
that the veto of this bill should not adversely affect printers
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¢ long as the legislature takes action next vear to Provide the
exemption. I urge the legislature to take prompt action next
year to address the printer's tax concerns.

For the reasons enumerated in this letter, I hereby respectfully
dlsapprove Senate File 2153.

Sincerely,

4,

*

Robert D. Ray
Governor

ROR: ¢y

CC: Secretary of the Senate
Chief Clerk of the House



SENATE FPILE 2153

AN ACT

RELATING TO THE STATE REVENUE REGULATIONS, SALES., SERVICES
AND USE TAXES BY EXEMPTING FROM THE TAXES SALES BY
TRADE SHOPS TO PRINTERS OF THE END PRODUCTS OF IMAGE
MODULATION, LITHOGRAPHIC-QFFSET PLATES, PHOTOENGRAVED
PLATES, AND OTHER BASE MATERIALS USED AS CARRIERS FOR
LIGHT-SENSITIVE EMULSIONS, LIMITING THE AMOUNT OF
REFUNDS ALLOWABLE UWDER THIS ACT, AND MAKING IT RETRO-
ACTIVE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. Section 422.45. Code 1981, is amended by adding
the following new subsection:

Senate File 2153, P. 2

VEW SUBSECTION. The gross receipts from the sales by a

trade shop to a prainter of lithographic-offset plates,
>notoengraved plates, engravings, negatives, color separations,
~he end products of image modulation, or any other base
naterlal used as a carrier for light-sensitive emulsions to

oe used by the printer to complete a finished product for

sale at retail. For purposes of this subsection, "trade shop"
neangs a business which is not normally engaged in printing

and whach sells supplies to printers, including but not limited
=0, lithographic-offset platee, photoengraved plates,
angravings, negatives, color separations, end products of

image modulation, or other basc material used as a carrier

for light-sensitive emulsions.

Sec. 2. Claims for refunds as a result of this Act for
sales, services, and use taxes paid on transactions occurring
setwaen July 1, 1971 and July 1, 1982 involving the printing
drocess shall be filed between July 1, 1982 and September
1. 1982. Notwithstanding any other provision of law., the
total amount of refunds that shall be paid pursuant to this
section shall not exceed the sum of fifty thousand dellars.
if the total dollar amount of the allowable claims for refunds
exceed the sum of fifty thousand dollars the director of
tevenue shall pro-rate the fifty thousand dollars amongst
the claimants of the allowable claims by paying each claimant
a percent of the amount of the claimant's allowable clainm
€gual to the percent that fifty thousand dollars bears to
the total amount of all the allowable claims.

Any rules or written pronouncements interpreting the revenue
laws that were made by the Director of Revenue or by the
director of any division of the Departrent of Revenue prior
to the effective date of the lowa Administrative Procedure
Act shall be deemed to have been and continue to be in full
force and effect until reversed, repealed or modified in
aceordance with the provisions of the Administrative Procedure
Act or by law.

£Ste '4'S
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This section shall not be codified but shall be contained .
1n the session laws only.
Sec. 3. This Act 1s retroactive to July 1, 1971.

TERRY E. BRANSTAD
President of the Senate

DELWYN STROMER
Speaker ©f the House

I hereby certify that this bill originated in the Senate and
is known as Senate File 2153, Sixty-ninth General Assembly.

W/ K. MARIE THAYER

/ij iﬁ, Secretary of the Senate
Aeg;%ﬁz;; l{aAf 2.1 , 1982

ROBERT D. RAY
Governor




