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Adopted and Filed

Rule making related to exemptions

The Revenue Department hereby rescinds Chapter 14, “Computation of Tax,” and Chapter 19, “Sales
and Use Tax on Construction Activities”; amends Chapter 203, “Elements Included in and Excluded
from a Taxable Sale and Sales Price,” and Chapter 219, “Sales and Use Tax on Construction Activities”;
and rescinds Chapter 287, “Foods for Human Consumption, Prescription Drugs, Insulin, Hypodermic
Syringes, Diabetic Testing Materials, Prosthetic, Orthotic or Orthopedic Devices,” Iowa Administrative
Code.

Legal Authority for Rule Making

This rule making is adopted under the authority provided in Iowa Code section 421.14.

State or Federal Law Implemented

This rule making implements, in whole or in part, Iowa Code chapter 423.

Purpose and Summary

Several years ago, the Department adopted new chapters related to sales tax on construction as well
as food, drugs, and other medical devices. As part of an ongoing effort to review and revise its rules, the
Department is rescinding Chapters 19 and 287. There is one rule in Chapter 19 that was not replicated
in Chapter 219 on construction contracts with designated exempt entities. This rule making provides an
updated version of that rule to be located in Chapter 219. In addition, Chapter 14 only contains one rule,
which was revised in 2021. The Department is rescinding rule 701—14.3(423) to include it in Chapter
203 and is rescinding and reserving 701—Chapter 14 since it no longer contains any rules.

Public Comment and Changes to Rule Making

Notice of Intended Action for this rule making was published in the Iowa Administrative Bulletin on
November 2, 2022, as ARC 6611C. No public comments were received. No changes from the Notice
have been made.

Adoption of Rule Making

This rule making was adopted by the Department on January 10, 2023.

Fiscal Impact

This rule making has no fiscal impact to the State of Iowa.

Jobs Impact

After analysis and review of this rule making, no impact on jobs has been found.

Waivers

Any person who believes that the application of the discretionary provisions of this rule making would
result in hardship or injustice to that person may petition the Department for a waiver of the discretionary
provisions, if any, pursuant to rule 701—7.28(17A).
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Review by Administrative Rules Review Committee

The Administrative Rules Review Committee, a bipartisan legislative committee which oversees rule
making by executive branch agencies, may, on its own motion or on written request by any individual or
group, review this rule making at its regular monthly meeting or at a special meeting. The Committee’s
meetings are open to the public, and interested persons may be heard as provided in Iowa Code section
17A.8(6).

Effective Date

This rule making will become effective on March 15, 2023.

The following rule-making actions are adopted:
ITEM 1. Renumber rule 701—14.3(423) as 701—203.9(423).
ITEM 2. Rescind and reserve 701—Chapter 14.
ITEM 3. Rescind and reserve 701—Chapter 19.
ITEM 4. Adopt the following new rule 701—219.23(423):

701—219.23(423) Construction contracts with designated exempt entities. This rule applies to
exempt sales of building materials, supplies, equipment, or services to certain persons performing
construction contracts for sponsors that are designated exempt entities and the continuing right of
designated exempt entities and other persons to seek refund of taxes paid by persons performing
construction contracts.

219.23(1) Definitions.
“Construction contract” means the same as defined in rule 701—219.8(423).
“Designated exempt entity” means the same as defined in Iowa Code section 423.3(80).
“GovConnectIowa” means the e-services portal of the department.
219.23(2) Registration with the department. A designated exempt entity seeking to issue exemption

certificates to contractors, subcontractors, builders, or manufacturers performing construction contracts
shall register with the department through GovConnectIowa. The designated exempt entity shall provide
the following information:

a. The name and address of the designated exempt entity.
b. The federal identification number of the designated exempt entity.
c. The name of the construction project or the project number for which exemption is requested.
d. A general description of the construction project.
e. The name and address of all contractors, subcontractors, builders, or manufacturers to which

the designated exempt entity shall provide exemption certificates.
f. Additional information as requested by the department if the status of the entity seeking

registration as a designated exempt entity is unclear.
219.23(3) Exemption certificates. Once a designated exempt entity’s registration is completed and

approved, the designated exempt entity can obtain exemption certificates to provide to its contractors,
subcontractors, builders, or manufacturers. The contractors, subcontractors, builders, or manufacturers
may then provide these exemption certificates to retailers when purchasing building materials, supplies,
equipment, or services to be used in completion of the construction contract with the designated exempt
entity in order to make those purchases exempt from sales tax.

219.23(4) Exempt purchases, withdrawals from inventory, and manufacturers’ fabrication costs.
a. A contractor, subcontractor, or builder who purchases building materials, supplies, equipment,

or services intending to use such property or services in the performance of a construction contract with
a designated exempt entity shall purchase the property or services from a retailer exempt from tax if
the property or services are subsequently used in the performance of that contract and the contractor,
subcontractor, or builder presents an exemption certificate issued by the designated exempt entity to the
retailer.
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b. The withdrawal of building materials, supplies, or equipment from inventory by a contractor,
subcontractor, or builder who is also a retailer is exempt from tax if the materials are withdrawn for use
in construction performed for a designated exempt entity and an exemption certificate is received from
the designated exempt entity.

c. The fabricated cost, as defined in rule 701—219.6(423), of building materials, supplies, or
equipment purchased and consumed by the manufacturer of such property in the performance of a
construction contract for a designated exempt entity is exempt from tax if an exemption certificate is
received from the exempt entity and presented to a retailer.

d. Sales, withdrawals, or a manufacturer’s consumption of building materials, supplies,
equipment, or services used in the performance of a construction contract for purposes other than
incorporation into real property with subsequent loss of identity as tangible personal property are not
eligible for the exemption described by this rule.

219.23(5) Refunds. A designated exempt entity that does not complete the registration process in
order to provide exemption certificates to contractors, subcontractors, builders, or manufacturers in
advance of its construction project may request a refund of sales tax the designated exempt entity paid
to its contractors, subcontractors, builders, or manufacturers. The contractors, subcontractors, builders,
or manufacturers should provide the designated exempt entity with completed Iowa Contractor’s
Statement forms. The designated exempt entity shall then submit a Construction Contract Claim for
Refund form and all accompanying Iowa Contractor’s Statement forms to the department.

This rule is intended to implement Iowa Code sections 423.3(80) and 423.4(1).
ITEM 5. Rescind and reserve 701—Chapter 287.

[Filed 1/10/23, effective 3/15/23]
[Published 2/8/23]

EDITOR’S NOTE: For replacement pages for IAC, see IAC Supplement 2/8/23.
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