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1 An Act relating to when electricity, steam, and other taxable 

2 services used to produce marketable food products for 

3 human consumption are sold for processing for purposes of 

4 the processing exemption under the state sales, services 

5 and use tax. 

6 BE IT ENACTED BY THE GENER"'.L ASSE~lBLY OF THE STATE OF IOI'IA: 

7 

8 

9 

S-4100 SENATE FILE 574 

l Amend Senate File 574 as follows: 
2 1. Page 1, line 18, by inserting after the word 
3 "used" the followii;Jg: "by a manufacturer". 

S-4100 Filed April 29, 1985 
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S. F. s71 H.F. -- ---·----· 

l Section l. Seclion '22.42, subsectLo~ 3, unnumbered 

2 paragraph l, Cede 1985, is amended :o read as follows: 

3 11 Retail sale'' or "sale at retail .. me~ns the sale to a 

4 consumer or to any person for any purpose, other than for 

5 processing or for resale of tangible personal property or 

6 taxable services, or for resale of tangible persor1al property 

7 in connection with taxable se~vices, and the sale of gas, 

8 electricity, water, and communication service to retail 

9 consumers or users, but does not include commercial fertilizer 

10 or agricultural limestone or materials, but not tools or 

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

12 control, insect control or health promotion of plants or 

13 livestock produced as part of agricultural production for 

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

15 purchased and used in the processing of tangible personal 

16 property intended to be sold ultimately at retail. 

17 Electricity, ste?m, and other taxable services are sold for 

18 processing when us~~ to oroduce marketable food products for 

19 human consumption, including but not limited to, treatment of 

20 material to cha!)_qe its form_, context or condition, in order to 

21 produce the feod oroduct, mainten?nce of quality or integrity 

22 of the food product, changing or maintenance of temperature 

23 levels necessary to avoid spoilage or to hold the food product 

24 in marketable condition, maintenance of environmental 

25 conditions necessary for the safe or efficient use of 

26 machinery and material used to produce the food product, 

27 sanitation and q~ality control activities, formation of 

28 packaging, placement into ship~ containers, and movement of 

29 the material or food product until shipment from the building 

30 of manufacture. Tangible personal property is sold for 

31 processing within the meaning of this subsection only when it 

32 is intended that s~eh the property shall by means of 

33 fabrication, compounding, manufacturing, or germination become 

34 an integral part of other tangible persor1al property intended 

35 to be sold ultimately at retail, or shall be consumed as fuel 
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in creating heat, power, or steam for processing including 

grain drying or for generating electric current, or be 

consumed in implements of husbandry engaged in agricultural 

production, or g.,el-t the 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. 

The distribution to the public of free newspapers or shoppers 

guides !'!hB~~-be-deemed lS a retail sale for purposes of the 

processing exemption. 

EXPLANATION 

The bill provides that for purposes of the sales and use 

tax, electricity, steam, and other taxable services are sold 

for processing when used to produce marketable food products 

for human consumption including but not limited to, treatment 

of material to change its form, context or condition in order 

to produce the food product, maintenance of quality or 

integrity of the food product, changing or maintenance of 

temperature levels necessary to avoid spoilage or to hold the 

food product in marketable condition, maintenance of 

environmental conditions necessary for the safe or efficient 

use of machinery and material used to produce the food 

product, sanitation and quality control activities, formation 

of packaging, placement into shipping containers, and movement 

26 of material or food product until shipment from the building 

27 of manufacture. 
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A BILL FOR 
lAn Act relating to when electricity, steam, and other taxable 

2 services used to produce marketable food products for 

3 human consumption are sold for processing for purposes of 

4 the processing exemption under the state sales, services 

5 and use tax. 
6BE IT ENACTED BY THE GENERAL ASSEMBLY Or THE STATE or IOWA: 

SENATE FILE 574 
H-4165 

l .~~end senate File 574 as amended, oassed, and re-
2 
3 
4 
5 
6 
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prlnted by the Senate as follows: • 
1: Page 1, by striking lines 17 and 18 and in-

sertlng the •allowing· "W' db • ." - - . nen use y a manufactu:cer 
of .. ood proaucts, electricity, steam, and other 
taxable secvlces are sold for processing when used to 
produce marketaole''. 

H-4165 FILE~ APRIL 30, 
ti~' ,-;/ !?>- ( '! ($,<'.> 

1985 

BY SCHNEKL07H 
CHAP'ti'.N of. 
RUNNING of 

of Scott 
Linn 
Linn 

S-4216 HOUSE AMEND11ENT TO 
SENATE FILE 574 

~ pri~=~db~e~~~es~;!~e 5~! ~~l~~!~~ed, passed, and re-

3 ~: Page_l, by striking lines 17 and 18 and in 
4 ser 1ng the following: "When used b -
5 of food products elect , , t Y a manufacturer 
6 t bl , ' rlcl y, steam, and other 

7 p:~~uc: ~=~~~~=~ 1 =;,~ sold for processing when used to 

S-4216 Filed May l, 1985 RECEIVED FROM THE HOUSE 
;J_,_....:z .-<:.,,.,~cc.....~--"' s-/ k_"(f' /9 . .:<. Y' ) 



S.F. H.?. 

Section 1. Sec:~on ~22.42, s~bsec:ior. 3, ~nnumbered 

2 paragraph l, Code 1985, is ame~ded to read as follows: 

3 "Re:ail sa~e" cr usa:e a: :-eta::" :r;ea:;s ~he sale to a 

4 consumer or to a~y persor. tor ar.y purpose, other than for 

5 processing or for resale of tangible pe~sonal property or 

6 taxable services, or for resale of tangible personal property 

7 in connection with taxable serv:ces, and the sale of gas, 

8 electricity, '"ate~, and co:n:nu::ication service to retail 

9 consumers or users, but does not include commercial fertilizer 

10 or agricultural li~estone or materials, but not tools or 

ll equipment, which are to be used :n disease control, weed 

12 control, insect control or health promotion of plants or 

13 livestock produced as p8rt of agricultural produccion for 

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

15 purchased and used in the processing of tangible personal 

:6 property intended to be sold ~ltimately at retail. 

17 Electricity, steam, and other taxable services are sold for 

18 orocessinq when used by a man~fact~rer to produce marketable 

19 food products for h~man consumotion, including but not limited 

20 to, treatment of material to change its form, context or 

21 condition, 1n order to oroduce the food oroduct, maintenance 

22 of aualitz or :ntegrity of the food oroduct, changing or 

23 maintenance of temperature levels necessary to avoid spoilage 

24 or to hold the food product in marketable condition, 

25 maintenance of environmental conditions necessary for the safe 

25 or efficient use cf machinery a~d material ~sed to produce the 

27 food product, sanitation and quality central activities, 

28 formation of packaging, placement into shipping containers, 

29 and movement of the material cr food oroduct until shipment 

30 from the building of manufacture. Tangible personal property 

31 :s sold for prqcessing within the meaning of this subsection 

32 only wh~n it is intended that ~tleh the property shall by means 

33 of fabrication, compounding, manufacturing, or germination 

34 become an integral part of other tangible personal property 

35 intended to be sold ultimately at recail, or shall be consumed 
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l as fuel in creating heat, power, or steam ~or processing 

2 including grain drying or for generating e:ectric current, or 

3 be consumed in implements of husbandry engaged in agricultural 

4 production, or ~tteh the property :s a chemical, solvent, 

5 sorbent, or reagent, which is directly used and is consumed, 
6 dissipated, or depleted, in processing personal property which 

7 is intended to be sold ultimately at recail, and which may net 

8 become a component or integral part of the finished product. 

9 The distribution to the public of free newspapers or shoppers 

10 guides ~ha%%-be-aeemed is a retail sale for purposes of the 

11 processing exemption. 
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II' A YS & MEA:-.:S: Husak, Chair: Rodgers and Holden 

Passed Senate, Date ______________ __ 

Vote: Ayes ________ __ Nays ____ _ 

Approved 

SENATE FILE 

BY (PROPOSED COM!HTTEE ON 
WAYS AND MEANS BILL} 

Passed House, Date ___________ ___ 

Vote: Ayes _______ _ Nays _____ _ 

A BILL FOR 
1 An Act relating to when electricity, steam, and other taxable 

2 services are sold for processing for purposes of the 

3 processing exemption under the state sales, services and 

4 use tax. 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOi'i'A: 
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Section 1. Section 422.42, subsection 3, unnumbered 
paragraph 1, Code 1985, is amended to read as follows: 

"Retail.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 
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 when 

purchased and used in the processing of tangible personal 
property intended to be sold ultimately at retail. 

Electricity, steam, and other taxable services are sold for 
processing when used to produce marketable tangible personal 
property, such uses including but not limited to, treatment of 
material to change its form, context or condition, maintenance 

of quality or integrity of the product, changing or 
maintenance of temperature levels necessary to avoid spoilage 
or to hold the product in marketable condition, maintenanc~ of 
environmental conditions necessary for the safe or efficien~ 

use of machinery and material, sanitation and quality control 
activities, formation of packaging, placement into shipping 
containers, and movement of the material or product until 
shipment from the building of manufacture. Tangible personal 
property is sold for processing within the meaning of this 
subsection only when it is intended that ~aeh the 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 
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1 current, or be consumed in implements of husbandry .engaged in 
2 agricultural production, or ~tteh the property is a chemical, 

3 solvent, sorbent, or reagent, which is directly used and is 

4 consumed, dissipated, or depleted, in processing personal 

5 property which is intended to be sold ultimately at retail, 

6 and which may not become a component or integral part of the 

7 finished product. The distribution to the public of free 

8 newspapers or shoppers guides ~hail-be-deemed is a retail sale 

9 for purposes of the processing exemption. 

10 EXPLANATION 

11 The bill provides that for purposes of the sales and use 
12 tax, electricity, steam, and other taxable services are sold 

13 for processing when used to produce marketable tangible 

14 personal property, such uses including but not limited to, 

15 treatment of material to change its form, context or 

16 condition, maintenance of quality or integrity of the product, 

17 changing or maintenance of temperature levels necessary to 

18 avoid spoilage or to hold the product in marketable condition, 

19 maintenance of environmental conditions necessary for the safe 

20 or efficient use of machinery and material, sanitation and 

21 quality control activities, formation of packaging, placement 
22 into shipping containers, and movement of material or product 

23 until shipment from the building of manufacture. 
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SENATE f[LE: 574 

AN AC'T 

RELA"T[NG 'TO WHEN Et.f.C'rRICIT\', STF.AM, 1\UD O'l'HEI~ 1'AXA8LZ ST.R­

V [CE.S U~H:D TO PRODt.:Ci: !o'.ARKE1 ABLt: FOOD PHODUCrS F'OR HVM1\N 

C0tiSU11F'r!ON ARE SOLO fOR i'ROCt-:SSlNG fOH i>URPOSI::S Ot' "Tii?. 

PROCE:SSIKG I::XF.~P"T!ON UNDER "TKf. STA1'F. SALES, SE'RVlC~S A~m 

USE ·l'AX. 

IlC: I"T C:NACTEO BY TH£ GtNERAL ASSEMBLY OF '!'HE STAtF: OF tO'"' A: 

Section l. Section 422.42, subsection l, Ut\nurrbettc>d 

paragraph 1, Code 1985, is amended to read as follows: 

"Retail sale"' or "sale at retail'' means th~ sale to a 

consumer or to any person for any purpose, othe-r than for 

proc~ssinq or for resale of tangible persondl property or 

taxable services, oc for resale of tangible perso~al property 

in connection with ta~ahlc secvicea, and the sale of qas. 

electricity, watP.r, and cor:.rnuoicat~on se:-vlce to ret.lil 

consurr.ers or \lfocrs, but does 11ot incl•Jde coi"II!"".(>:-Clcll ferti\izcc 

or agricultural lineston~ or materials, but not tools or 

- • 
Se~ate File 574, p. 2 

P.quipmertt, \o'hich are to be u~ed in di.SP.<lse control, we~d 

control, insP.ct control or health pro~otion of plants or 
livestock produced as part of aqricultural production tor 

~arket, or electricity or st(>3M or any taxable ~ervice ~hen 
purchased .lnd \JSed in the proces$i.nq of tanqlble per:soni'll 

property intended to be sold ultinately at ret<til. Wtt~~~:>~ 

!?_y _.!_~a ~u f-~~~-r !..!.._.~_(Q.£..~ . .E.!...<?d uc ':_s. ! . ......£1~-~ ~ i c i t Y. !---.! ~.!.."'!.~~.!'~ 
o t ~.e:.!.._~~-xab.~_P~ e r v_ ~..£.£...5:_~~- _.!Q_l ~-~ r __ £_(_?.£!3.~l!!s --~hen--~~~ ~ 
1?.£9.d~ce }!!!..!.~e tab_!.!_ fooc! ....££<qjuct !}_f.9r __ hut?_a~ _conS:~~-~~!. 

l.!l£! ud i rt<.L_2_1.!5.___!!SI~ i m i ~-~~ ~~...L._t -~~~:Tie n ~-- 2.! ... 1!'.~~ ~ ~~9 __ ch~!!!i~ 
~-~-!_~orfTI ~ _ ..£.9..r:tt c~t----2.! • ...£...~!l~ .. ! ... !.J .. 2....1l.!.. i-~~P.!.~ ~ p.!..2_d_1_1Ce _.!_t.l_e_ faa~ 

P.£.'?dut::.~!".':'t in t· .'!.!2!-.'!f! __ Qf ___ qud l_i ~y___q.!__l._n~ ~- i ty ~ the __ foe~ 

£.£_o_duc_t _,---..£.h•!.!l9 ~_!lg .£.L ~"'~!.i!'.~ en~n~~-f_~_e!:'£_e .~:!!.'::L r.~_l ~~~ ~~ 

~-~-~~~-!:L~-~--1!.'!2..!.~---!£:2..!.lil.~~~-i.'~~___!:!l!._i..'??~.P.~£..'-!~£.LL~ 
~~.E!.~E:!.!_.cond i:.!._! ?.~-~<!!._~-~ P.n~').££..._<?~~vi t?Jl!!:~.~ ~ ~-nd i _t.~-n~ 
nec~ssa_! r..__!_o_!_~!'~s.<l f e . .2.!..__!l!._~c_~£_n_!.. us~-.£~-~~h..!...!!~r_y_ <! nd 

!"!-' te ri~.-~-~~O....£f.~du~'?~!L_t_q~p_rodu£.!..!. _ J_>.=!_rtJ~..!! i .£.!!.. ~nd 
~.1_ i ~y_5on ~-r_:o l_a_s:_t.i vi _t_i_ es, . __ foc":"'~!.o_..9_~f____E!'Si<d9i_!l9 ,_2l_a_£_e~~~ 

.~.'}!...<? _ ~ h i Pe.i.!!9 . ....£?n t a i ne ~.!>: L-~~,~~o_v e-m.':~?~~~-'!'~~~ r -~~.! ... 2!_. _f OC?~ 

p_l'od_~!-~ t:!.!l.!J..~ .. .E~ ~~~nt _f.~..£~. the __ bu i}~ __ o_f __ m.an_u_!_!£_t u r ~..:. 
Tangible pecsondl property is sold for processinq ~ithin th~ 

meaning of thi$ subsection only when it is intended that :Htc:=~ 

the prop~rty Shdll by means of fabricdtion, compounding, 

manufacturing. or qermination b~come a~ integral part of other 

tanqibi.~ p~rs:onal propert~· intended to be sold ultimdtP'ly at 

ret.ail, oc shall be consurr.ed a!l fuel in creati.nq heat, power, 

or steam tor processing inc\udinq qrain drying or foe 

qt:.•nt.•c3t.inq e-lectric currer.t, or ~ consurr.cd in implements of 

husba~dry enqag~d in aqri.culturdl production, or !ll!CI'I thE?_ 

property is a che~ical, solvent, sorbe~t, or reagent 7 which is 

dit~ctly u$ed and is consu~ed, dissipated, or d~pleted7 in 

proceS$inq p~rsondl ptcperty which is intended to be sold 

ultl~dto:!ly at rctdil, and ,..hi<;h :nay not becone a <.'On~-orrent oc 

i:"ltegral pdrt of till'! flnis~ed pccduct. Thl~ distrih•l~.i<ln to 

the publ•c of free newsr---q;~rs or Sh\lpz;~~s gui<Jes ~h..,tt ·b~ 

!ll 
:n 
U1 

"" .$> 
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deemed is a retail sale for purposes of the processing 
exemption. 

ROBERT T. ANDERSON 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 
is known as Senate File 574, Seventy-first General Assembly. 

-------------------------
TERRY E. BRANSTAD 
Governor 

K. MARIE THAYER 

Secretary of the Senate 
• 


