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A BILL FOR

¢s7+ 1 An Act relating to the exemption from or the refund of state

2

e o N U e W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

sales, services, and use taxes on the gross receipts from
sales or rentals of replacement parts for farm machinery,
equipment, and implements and to the issuance of fuel
exemption certificates for state sales, services and use tax
purposes for the purchase of fuel used in farm implements, and
providing a retroactive applicability date.

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

TLSB 7222HV 72
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Secltion 1. Section 422.45, subsection 26, unnumbered
paragriaph 1, Code Supplement 1987, ig amended to read as
follows:

Thel gross receipts from the sale or rentaly-er-er-atter
dJuty-H7~x94%7 of farm machinery and equipment, including
replagement parts whieh-are-depreciabte-for-state-and-federat
tneemel-tax-purposes, if the following conditions are met:

Sed. 2, Section 422,45, subsection 26, Code Supplement

O 0~ Oy e W N

1987, [is amended by adding the following new letterad

[
Q

paragraph: : i
NEW LETTERED PARAGRAPH. c¢. The replacement part is
essentjial to any repalr or reconstruction necessary to the

-
i_l

[
rS

13 farm machinery's or equipment's exempt use in the production
14 of agriicultural products. |

15 Sed. 3. Section 422.45, Code Supplement 1987, is amended
16 by adding the following new subsection: -
17 NEW SUBSECTION. 36. The gross receipts from the sale or <

18 rentall of farm machinery and equipment, including replacement .

19 parts, if all of the following conditions are met:

20 a. | The implement, machinery, or equipment is directly and
21 primarjily used in livestock or dairy production.

22 b. | The implement is not a self-propeiled implement or

23 implement customarily drawn or attached to self-propelled

24 implements. _

25 c. | The replacement pari is essential to any repair or

26 recongtruction necessary to the farm machinery's or

27 equipment's exempt use in livestock or dairy production.

28 Sed. 4. Section 422.47, subsection 4, paragraph £, Code
29 Supplement 1987, is amended to read as follows:

30 f. | In this section, "fuel" includes gas, electricity,

31 water,l heat, steam, and any other tangible personal property
32 consumed in creating heat, power, or steam. In this section,
33 "fuel |consumed in processing" means fuel used or disposed of
34 for priocessing including grain drying, for providing heat or

35 cooling for livestock buildings or for generating electric
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curredt, or eonsumed in seif-propeited implements of husbandry
engaged in agricultural production. In this subsection, "fuel
exemption certificate" means an exemption certificate given by
the purchaser under penalty of perjury to assist retailers in
properly accounting for| nontaxable sales of fuel consumed in
processing. In this subsection, "substantial change" means a
change in the use or disposition of tangible personal property
and services by the purchaser such that the purchaser pays
less than ninety percent of the purchaser's actual sales tax
liability. A change includes a misstatement of facts in an
application made pursuant to paragraph "c" or in a fuel
exemption certificate. | ;

Sec. 5. Section 422.47C, subsection 1, Code Supplement
1987, is amended to read as follows:

1. | Sales, services, and use taxes paid on repairs to
implements or on the purchase or rental of farm machinery or
equipment, including replacement parts which-are-depreetabie
for—state-and-federal-income-taz—-purposes, shall be refunded
to the' owner, purchaserL or renter provided all of the
following conditions are met:

a. The repairs, purchase, or rental was made on-or-after
between July 1, 1987, and June 30, 1988. e

b. The tax was paid to the retailer or timely paid to the

department by the user if section 423.14 is applicable.

c. The claim is filed on forms provided by the department
and is filed between July 1L_;g§§L and September 1 fer-the
previous-ecatendar—-year, 1988,

d. The implements, machinery or equipment is directly and
primarily used in livestock or dairy production.

e. The implement is not a s@alf-propelled implement or an
implement customarily drawn or at:ached to a self-propelled
implement, and the machinery or eguipment is not a grain
dryer, |[subject to an exemption under section 422.4%.

f. The replacement part is essential to any re air or

reconstruction necessary to the farm machinery's, equipment's,

-2=
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or implement's exempt use in livestock or dairy production.

Secl. 6. Section 4 of this Act applies retroactively to
January 1, 1988, '
EXPLANATION

Under current law, farm machinery and equipment

"replacement parts"™ are exempt from sales or use tax only if
the replacement parts are "depreciable for state and federal
income tax purposes.” For this standard, the bill substitutes
one bj which the replacement parts are exempt if a part is
essential tc the exempt use of the machinery or equipment in
agricultural production. Also, under current law, tax paid on
certait farm machinery and equipment used in livestock or
dairy production is refundable to the purchaser. The bill, as
of July 1, 1988, exempts the sale or rental of this machinery
and equipment from tax. The bill makes a coordinating
amendment to section 422.47, subsection 4, paragraph "f"
enacted in the 1987 Session which relates to fuel exemption
certificates. This amendment applies retroactively to January

-1, 1988.

SIMILAR TO HF 2131 (LSB 7222H)
g

LSB 7222HV 72
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HOUSE FILE 2477
FISCAL NOTE

In compliance with a written request received April 16, 1988, a fiscal note
for HOUSE FILE 2477 is hereby submitted pursuant to Joint Ruie 17. Data used
in developing this fiscal note are available from the Legislative Fiscal
8ucreau to members of the Legislature upon request.

House File 2477 provides for sales tax exemptions, refunds and definitions
relacing to certain farm machinery and equipment.

Sections | and 2 strike the depreciable parts standard for the qualification
ol a sales tax exemption for replacement parts for seif-propelled or drawn
farm machinery and equipment (422.45(26) lowa Code). the standard is replaced

by one requiring the veplacement part to be essential to the farm machinery
and equipment's exempt use in agricultural production.

Sectron 3 exempts the sales and use tax paid for the sale or rental of and

essential  replacement parts for farm machinery and equipmeat used dircctly in
livesticck or dairy production and not already exempt as per 422.45(26) Iowa
Code. ‘ '

Section 4 externds, for purposes of a sales and use tax exemption certificate,
the cdefinition of “fuel consumed in processing' to include nonseii-propelled
impiements of husbandey as  a provided for in HF 626 passed during the 1987
ses510n.

T8¢clion S rilatés o

the liye;tock,daify:LﬁgLemén;fré£ﬁddfa

- . e

Secrion  S5--Currént -Law: - Sales, services znd use <ax paid on repaics to
implaments or . purchase or vcrental of f{arm machinery or equipment, including
certain, replacement " parts, is-. refundable if (a) the tax was tncurred on or
atier July 1, 1987, (b) the fax was paid to the rerailer or timely paid in the
case of use tax, (c) the claim is filed between July 1, 1988 and Sepiember 1,
1982, (d) the implements, etc., are used primarily in livestock, or dairy
production, (e¢) the implement is not already exempt as per 422.45 Iowa Code.

Section  S5S--Proposed: The refund provision is expanded to 1nclude
recoastruction services. The "depreciable parts” standard in cffect for the
refund 15 replaced wich the "essential use" standard. The rcfund provision
ends  June 30, 1988, lcaving these items exempt from tax as per section 3 of
this bill, with the exccption of repairs, for which a refund or execmpticn wili

not be provided.

FISCAL EFFECT

e Dt e e e

Tie z2ffect of replacing the "depreciable parts' standard with language stating
the parct(s) must be essential to any repalr or reconstructicn i: expected €O
hawv.: only a minor effect on the current farm mach:inery ~:emption and the
pronosed livestockf/dairy exemption.

Broadening the current iivestock dairy refund to irclude reconstruction
services 1s expected to allow for additional scevices to qualify for the
refund, the exact impact cannot be dctermined. However, the refund continues
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Page Twe, Miscal Nobte, llouse Tlle 2477

to be subject to a2 §3.8 milliorn Limit on a calendar year hasis.
. y

Coavertinpg the refund program (0 an exemption Juiy 1, 1988 will reduce the
amount  of refunds payablie in ¥FY90. Conversely, purchases made 1n July, 1988
to June, 1989 will be exempt, thereby reducing the ameunt of FYBS revenues by
toe  amount  of tax which would have been subject to refund in FY98 and FY9!.
Repairs will be taxed and no longer cligible for a retund after Juiy 1, 1988;
this wiil offset losses in revenues due ito Che saies rax exemptions by an
unknown amount,

Section 4 makes the sales and use tax code consistent with the intent of HF

626 and has no fiscal impact.

Source: Department of Revenue and Finance
(LsB 7227..2, PDD)

PILED APRIL 16, 1988 BY DENNIS PROUTY, FISCAL DIRECTOR

TR
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HOUSE FILE 2477

H-6546
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Amend House File 2477 as foilows:

1. Page 1, by inserting before line 1 the
tollowing:

"Sec. . Section 99D.8, Code 1987, is amenced by
striking the section and inserting in lieu thereof the
folilowing:

99D.8 HORSE OR DOG RACING LICENSES --
APPLICATIONS.

A gualifying organization, as defined iIn secticn
S13(4)(2){C) of the Internal Revenue Code, as defined
irn section 422.3, exenpt.from federal income taxation
under sections S50l{(c){3), 50i{c)(4), or 501(c)(5) of
the Internal Revenue Code, which is organized to
promote those purposes enumerated in section 99B.7,
subsection 3, paragraph "b", and which reguliarly
conducts, as one of i:ts substantial exempt purposes,
an agricultural and educational fair or exposition for
the promotion of the horse, dog, or other livestock

reeding industries ¢f the state, or an agency,
instrumentality, or politicai subdivision of the
state, may apply to the commission for a license to
conduct horse or dog racing. The application shall be
filed with the administrator of the commission at
least sixty days before the first day of the hcrse
race or dog race meeting wnich the organization
proposes to conduct, shall specify the day or days
when and the exact location where it proposes to
conduct racing, and shail be in a form and contain
information as the commission prescribes.

If any part of the net income of a licensee is
determined to be unrelated business taxable income as
defined in section 511 through 514 of the Internal
Revenue Code, the gualifying organization shall be
required to distribute the amount of net unrelated
business taxable income to political subdivisions in
the state and organizations described in section
S01(c)(3) of the Internal Revenue Code in the county
in which it operates. Distrioutions to these
organizations made during the year in which the
unrelated business inccme was earnecd shall be treated
as included in the recguired distributions for this
purpose.

An organization which meets the requirements of
this section, as amended, on or before July 1, 1988,
shall be considered to have met the requirements of
this section on the date that its initial application
was oriqinally filea.

Section 100, Secgign 422.25, subsection 1,
unnumbered paragraph 1, Code 1987, is amended to rea”
as felliows:

-

-1-
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ALIaiY Jhree years afcer the return g filed or
wisain tarze years afcer crne return became due,
inclading arnv extensions of time for filing, whichever

mir liotne later, cshe depariment shall examine it and
celerx.ne tThe coOrrect amount of tax, and the amount
doterinined by the Cepartment 1s the fax. However, if
Thi Laxdayer omits from income an 2moeunt which will,
wngear Lhe Iarterpa: Revenuve Code of 1654, exrend the
statute ¢f limitatlicns Zor assessment of federal tax
tc s8lx vears under the federal law, the period for
vradiaation and decerminacion Is six years. In
sddinion to the applicable pericd of limitation for
exasitation and determination, the deparitment may make
an examination and determipaticn at any time within
Gix omonnhg from the date of receint by the department
of written notice frcm the taxpayer of the finail
Sisuoz.tion of any matter between the taxpayer and thne
aatdrnal revenue service with respect to the
perticular tax yeAr. FOr Corperate income tax
SuIpCLEE, the examination and determination during the
S er:od is not limited to the federal
ad tments but mav include a corolete review of the

73'pqu£‘é Iowa taxaple iﬁcome with respect to the
Sarcicu.dr teax year. In order to begin the running of
the six-montast six-montn period, the notice shail pe

in writing in any form sufficient to inform the
gepartment of the final disposition wich respect to
inat years, and a copy of the federxzl document showing
F o | :
L oilidd .

-

tached to the notice.

Sec. . Section 422.43, subsection 11, Code
Supplemcnct 1987, is amended by adding the following
new unnumbered paragraph:

NEW UNNUMBIRED PARAGRAPH. For purposes of this
subsection, "invesiment counseling” means the giving
¢l specific investiment advise for a fee or commission
and wihich is 10t in conjunction with the previding of
other szrvices.’

2. 2age 3, by insercting after line 1 the
foillowing:

disposition or final federal adjustments
" )

"Sec. . Section 422.70, subsection 1, Code
1987, is amended o read as follows:
. The director, for tne purpose of ascertaining

the correctness of eny a return or fcr cthe purpose of
making an estimate of the taxable income or receipts
f any & taxpayer, 3shati-kave has power To examine
c o Cca&ute O be examined by =ny é: agenL or
resentative designated 2V the Lirector, books,

=
DhA Dt “COYGS, O mencr nca:—suc‘-da—exaﬂAn tron N
e Ze-any-Cransartiss-CoOmPretec-Sive-years-or

-2
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more-prior-to~such-an-examination;~provrdedr-nowever;
that-the-director-mayr-bpy-rates;-provide-for-a
timttacion-of-time-of —any-number-of-years-1es3s-than
frve; to require by subpoena the attendance and
testimony of witnesses; to issue and sign subpoenas;
to administer oaths, to examine witnesses and receive
eviderce; to compel witnesses to produce for
examination books, papers, records, and documents
relating to any matter which the director shati-krave
has the authority to investigate or determine.

Sec. 120. Section 422.73, subsection 2, Code
Supplement 1987, is amended to read as follows:

2. If it appears that an amount of tax, penalty,
or interest has been paid which was not due under
division II, III or V of this chapter, then that
amount snall be credited against any tax due on the
books of the department by the person who made the
excessive payment, or that amount shall be refunded to
the person or with the person's approval, credited to
tax to become due. A claim for refund or credit that
has not been filed with the department within three
vears after the return upon which a refund or credit
claimed became due, or within one year after the
payment of the tax upon which a refund or credit is
claimed was made, whichever time is the later, shall
not be ailowed by the director. If, as a result of a
carryback of a net operating loss or a net capital
loss, the amount of tax in a prior period is reduced
and an overpayment results, the claim for refund or
credit of the overpayment shall be filed with the
department within the three years after the return for
the taxable year of the net operating loss or net
capital loss became due. Notwlithstanding the pericd
of limitation specified, the taxpayer shali-have has
six months from the day of final disposition of any
income tax matter between the taxpayer and the
internal revenue service with respect to the
particular tax year to claim an income tax refund or
credit, provided the taxpayer heas-netified-the
deparstment-tn-wrrting-ne-xater-than-six-montha-afcer
the-expiration-of-the-three-year-Iimitatzons-pertrod-of
the-exratence-of-this-income—-tax-matser within this
six-month period notifies the department 1in writing in
a form sufficient to inform the department of the
final disposition with respect to that tax year, and
with a copy of the federal document showing the final
cisposition or final federal adjustments attached to
the notice. The claim for refunc or cregit is nox
iimited to the federal adjustments but may include &
complete review of the taxpayer's Iowa taxable inc: ™

_3_
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LO loe particular tax year.

p; Section £27.3, Code 1987, iz amended oy
4 1ag Lhe Zollowing new subseciion:

4 Noid SUBSECTION.  &. For the purpose of derermining
T4 omiiltaly tex edemption under this section, propercty

€ iagiaces a mobile nome as defined in section 135D.1.°

7 3. 2Page 3, by inserting after line 3 the

5 Inilowing:

g "Sec. _ . The departient ¢f revenue ancd finance,
LG Lo contunction with the lecgislative fiscal bureau and
. tne departmant oI economic developmeni, shall prepare
2 o report for the general assembly and g¢overnor on the
12 not impact ¢f the current state sales, services, and
Le u3e tax Sollcy on the gross recelpts from repalrs and
L3 replacement paris for vehicles, defined in section
e 321.%, sudDsescrtions 4, &, 8, 9, and 10, which are used
17 substantially in interstate commerce and from repatirs

& .8 a2nd replacement parts for farm machinery, equipnment,

% and lmplements. The reports shnall include, but not be
20 limited to, the following:

21 L. Revisw of other states’' policies and actions.
2z 2. Impact on businesses located in Iowa and of
23 attraciing 1nterst ate businesses to Iowa.
24 3. Impact on businesses doing business cutside of
25 Iowa.
25 4. Fairness of taxing pusinesses that get repairs

27 and replacement parts from a retaller in relatlion to
28 tne businesses that provide the repairs and parts

29 within thelr company structure and including a review
30 of the current practice of major firms.

3 The report shall be completed and provided to the
32 general abS;ﬂO'j and governot by January 15, 1989.

3 4. Page 3, by inserting after line 3 the

34 ftoliowing:

S "Sec. . Section 100 of this Act is retrcactive
o Octcber 21, 1987, for all tax years for which a
inai disposition of a taxpayer's federal income tax

bJ‘;uy has not been resoived by that date.

ever, if as of Qctober 31, 1987, the applicable
eriod of limitation under section 422.25 1n effect on
ctober 31, 1987, has expired for purposes of making a
onplete review of the raxnayer‘s iowa taxable income
th respect to a psrticular tax year, section 100 of
1s Act does not apply to that particular tax year of
éa

pc pa-

rrrr 0O O ,J. [ e

12C of this Act is retrocactlve
for ail tzox years for which a
a taxpayar's federal income tax
= resguved oy that date.

A}
tober 31, 1387, the appiicapnle
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of limitation under section 422.73, subsgection
effect on Ocrover 35, 1987, has expired for
ses of making a compiete review of the taxpayer's
taxaple income with respect to a particular tax
secrion 120 of this Act does not apply to that
ular tax vear of tnat taxpaver.
A1l sectlions of this Act, except for
120, ard ctner sections for which a
ective date is specified, are effective
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. This Act, pelng deemed of immediate
is eifective upon enactiment.”
e page, line 1, by lnserting after the
wor ting” the following: "to certain state
taxes by providing for the statute of limitations for
state individual and corpeorate tax purposes, the
definition of investment counseling for state sales,
secvices, and use tax purposes, the allowance of the
military service tax credit for mobile homes, for".
5. Title page, line 7, by striking the word
"cate" and 1nserting the following: "and effective
ces
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SENATE AMENDMENT TO BOUSE FILE 2477

H-6552

31

Amend House File 2477 as amended, passed, and
reprinted by the House, as follows:

1. By striking page 2, line 4 through page 3,
line 3.

2. Page 3, by inserting after line 3 the
following:

"Sec. . Section 422,45, subsection 22, Code
Supplement 1987, is amended by adding the following
new paragraph:

NEW PARAGRAPH. e. Community health centers as
defined in 42 U.S.C.A. } 254c and migrant health
centers as defined in 42 U.S.C.A. } 254b."

3. Page 3, by inserting after line 30 the
following:

"Sec. . Section 422.45, Code Supplement 1987,
is amended by adding the following new subsections:

NEW SUBSECTION. 36. Gross receipts from the sale
of tangible personal property to a nonprofit
organization which was organized for the purpose of
lending the tangible personal property to the general
public for use by them for nonprofit purposes.

NEW SUBSECTION. 37. The gross receipts from the
sale or rental of tangible personal property or from
services performed, rendered,. o::ﬁuznzshed to
nonprofit legal aid organizaticms:”

4. By striking page 5, lxneﬂmﬂfthrough page 6,
line 23. wﬁg

S. By striking page 6, line- 3I through page 7,
line 19.

6. By renumbering, reletter;ng, or redesignating
and correcting internal references as necessary.

RECEIVED FROM THE SENATE

H-86552 FILED APRIL 16, 1988
<a— CONCURRED ;?,ggzv)

W
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HOUSE FILE 2477

4“‘; 3

S=GAV6
1 Amenc House File 2477 as amended, passed, and
2 reprinted by the House, as {follcows:
3 i. By striking page 2, iine 4 through page 3,
$ line 3.
5 2. By strixing page 5, line 23 thrcugh page 6,
6 line 23.
7 3. By striking page 6, lirne 31 through page 7,
8 line 19.
2 4. 3y renumbering and correcting internai

10 references as required.

5-611 . |

Fiicd Aprii 17, logg  iasmi Rl BY WTLL!:4M PATMER

(g 078! /

{I0OUSE FILE 2477
S-GLl7

1 Amend House File 2477 as amended, passed, and
2 reprinted by the House as follows:
1. Page 6, by inserting after line 28 the
following: .
"Sec. 200. 1988 Iowa Acts, House File 23563,
6 section i, 15 repeaied.
7 Sec. 300. Notwithstanding section 98.6, subsection
8 5, local sales and services taxes collected on the
9 gross receipts from the sale of cigarettes prior to
10 the effective date of this section shall be considered
. legally assessed and coilected and be distributed as

iZ provided in chapter 422B for other local sales and

13 services tax receipts."”

14 5. Page 7, by inserting after line 14 the

15 following:

16 "Sec. . Sections 200 arnd 300 of this act, obeing

17 deemed of lamediate importance, are effective upeon

18 enactment.”

19 7. Title page, lline 11, by inserting after :the

20 word "implements,” the following: “lecal option sales
2. and service tax,".

H-0 117
FLolwd Apra. i/, 1988

®

T 0 ORDER gy  JOE WELSH
(3 77er

Fe




HOUSE FILE 2477

PALMER

5-6112
1 Amend House File 2477 as amended, passed, and
2 reprinted by the Senate as follows:
3 1. By striking page 2, line 4 through page 3,
4 line 3.
5 2. By striking page 5, line 23 through page 6,
& line 23.
7 3. By striking page 6, line 31 through page 7,
8 line 19.
3 4. By renumbering and correcting internal

10 references as required.

5-6112

Filed April 17, 1988 WitUQ@QWN BY WILLIAM D.

Y g s

. HOUSE FILE 2477

5-6114
1 Amend House File 2373, as amended, passed, and re-
2 printed Ly the fHouse, ag follcows:
3 1. Page 3, by ingerting after line 3 the
4 teollowing:
5 “sec. _ . Secticn 422.15, subsection 22, Code
& Suppiomenc 1987, i3 amended by edding the fallowling

7 new pacaqgraph:

9 defined
centers

LG
L1
12
13
14
15
ib o
i7 o
LB
19
20

=
L
-
-

S-6114
Miled

5-011

A RPN S E

fo
ne

5-611
Filed

NEW FAKAGRADRH, o
in 42 .S,
as defined i

2. Page 3,

following:

"Sec. Section 422

NEW SUBSECTION. 37.

.45,

Gross

T Ler
and migrant heal
.C.A. § 254b."
after line 30

cne

Code Supplement

tang:vle personal property to a nonprofit

NZW SUBSECTION. 38.

legal

Aprioil Y7, 1988

4

rendered,
11d organications."”

,‘\F)OPTED)

Pl
(R

ganization which was organized for the purpose of

enGing the tangible perscnal property tco the gerneral
publ.c fer use by them for nonprofit purpeses.
The ¢ross recelpts from the
21 sale or rental of tangible personal property or from
22 services performed,
23 ncnprofit

or furnished to

BY JIM LIND

HOUSE FILE 2477

Amend House File 2477 as amended, passed, and

lowing:

;
.
toin".

5
April 17, 1988 ouT oF

(sv- flei 7
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HOUSE FILE 2477

AN ACT

RELATING TO CERTAIN STATE TAXES BY PROVIOING FOR THE STATUTE
OF LIMITATIONS FOR STATE INDIVIDUAL AND CORPORATE TAX
PURPQSES, THE DEFINITION OF INVESTNENT COUNSELING FOR STATE
SALZS, SERVICES, AND USE TAX PURPOSES, THE ALLOWANCE OF THE
MILITARY SERVICE TAX CREDIT FOR MOBILE HOMES, FOR THE
EXEVPTION FROM OR THE REFUND OF STATE SALES. SERVICES, AND USE
TAXZS ON THE GROSS RECEIPTS PROM SALES OR RENTALS OF REPLACE-
MEKT PARTS FOR FARM MACHIMERY, EQUIPMENT, AND IMPLEMENTS AND
TO THE ISSUARCE OF FUEL EXEMPTION CERTIFICATES FOR STATE
SALES, SERVICES AND USE TAX PURPOSES FOR THE PURCHASE OF
PUEL USED IN PARM IMPLEMENTS, AND PROVIDING A RETROACTIVE
APPLICABILITY AND EFFECTIVE DATES.

BE IT EZNACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:

Seczion 1. Section 990.8, Code 1987, is amended by
striking the section and insecrting im licu thereof the
following:

99D.8 HORSE OR DOG RACING LICENSES -- APPLICATIONS,

A qualifying organization, as defined in section
513(d)(2)(C) of the Internal Revenue Code, as defined in
secticn 422.3, exenpt from federal income taxation undec
secricns S01{c)t3), S0Ll(citd), or S01(c)(S) ©f the I[ntecrnal

"y
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Aevenue Code, vwhich is organized to promote those purposes
enumerated in section 99B.7, subsection 3, paragraph "b", and
which reqularly conducts, as one of its substantial exempt
purposes, am agricultural and educational fair or exposition
for the promotion of the horse, dog, or¢ other livestock
breeding industries of the state, or an agency,
instrumentality, or political subdivision of the state, may
apply to the commisslon for a license to conduct horse or dog
racing. The application shall be filed with the administratcr
of the commission at least sixty days before the £irst day of
the horse race or dog race meeting which the organization
proposes to conduct, shall specify the day or days when and
the exact location where it proposes to conduct racing, and
shall be in a form and contain information as the commission
prescribes.

If any part of the net income of a licensee is determined
to be uncelated business taxable income as defined in sections
S§11 through 514 of the Intecrnal Revenue Code, the qualifying
organization shall be required to distribute the amount of net
unrelated business taxable income to political subdivisions in
the state and organizations described in section S01(c)(3) of
the Internal Revenue Code in the county in which it operates.
Distributions to these organizations made during the year ion
which the unrelated business income was earned shall be
treated as included in the required distributions foc Lhis
purpose.

An organization which meets the requirements of this
section, as amended, on or before July 1, 1988, shall be
considered to have met the requirements of this section on tre
date that its initial application was originally filed.

Sec. 2. Section 422.45, subsection 22, Code Supplement
1987, ts amended by adding the following new paragraph:

NEW PARAGRAPH. e. Community health centers as defined i-
42 U.5.C.A. % 251c and migrant health centers as defined 1n <7
U.5.C.A. § 154D,

INATAE L
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Sec. 3. Section 422.45, subsection 246, unnumbered
parageaph 1, Code Supplement 1987, is amended ko read as
follows:

The gross receipts from the sale or rentaly-sn-sr-after
duty-3;-£9879; of farm machinery and equipment, including
replacement parts whieh-are-deprectable-for-state-and-federat
tncome-rax-pucposes, i€ the following condittons are met:

Sec. 4. Section 422,45, subsection 26, Code Supplement
1987, is ameanded by adding the following new lettered
paragraph:

NEW LETTERED PARAGRAPH. ¢. The ceplacement part is
essential to any repair or reconstruction necessary to the

farm machinery's oc¢ equipment’'s exempt use in the production
of agricultural products.

Sec. 5. Section 422.45, Code Supplement 1987, is amended
by adding the following new subsection:

HEW SUBSECTION. 36. The gross recelpts from the sale or
rental of farm machinery and equipment, including replacement
parts, i€ all of the following conditions are met;

a, The implement, machinecy, or equipment ls directly and
primarily used in Livestock or dairy production.

b. The implement is not a self-ptcpelled implement or
implement customarily drawn ocr attached to self-propelled
impiements.

c. The replacement part is essential to any repair or
raconstruction necessary to the farm machinery's or
equipment's exempt use in livestock or dairy production.

Sec. 6. Section 422.45, Code Supplement 1987, is amended
by adding the following ne« subsections:

NEW SUBSECTION. 136. Gross ceceipts from the sale of
tangible personal property to a nonprofit organization which
was organized for the purpose of lending the tangible pecrsonal
property to the general public for use by them for acnprofit
JUrpOsSes.
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HEW SUBSECTION. 37. The gross receipts from the sale or
rental of tangible personal property or from services
pecforaed, rendered, or furnished to nonprofit legal aid
organizations.

Sec. 7. Section 422.47, subsection 4, paragraph f, Code
Supplement 1987, is amended to read as follows:

f. In this section, "fuel” includes gas, electricity,
water, heat, steam, and any other tangible personal property
consumed in creating heat, power, or steam. In this section,
"fuel consumed in processing” means fuel used or disposed of
for processing including grain drying., for providing heat or
cooling for livestock buildings or for generating electric
curreat, or consurmed in sebf-propeiied implements of hugbandry
engaged in agricultural production. In this subsection, "€uel
exemption cecrtificate" means an exemption certificate glven by
the purchaser under penalty of perjury to assist retailers in
properly accounting for nontaxable sales of fuel consumed in
processing, In this subsection, "“substantial change" means a
change in the use or disposition of tangible personal property
and secvices by the purchaser such that the purchaser pays
less than ninety percent of the purchaser's actual sales tax
liability. A change includes a misstatement of facts ia an
application made pursuant to paragraph "c" or ln a fuel
exemption cectificate.

Sec. 8. Section 422.47C, subsection 1, Code Supplement
1987, is amended to read as €ollows:

L, Sales, services, and use taxes paid on repairs to
implements oc on the purchase oc cental of farm machinery or
equipment, lncluding replacement parts whieh-ace-depraciabie
for-stace-and-federat-incone-tax-pnepsses, shall be cefunded
to the owpner, purchaser, or renter provided all of the
following conditions are met:

a. The repairs, purchase, or rental was made 2n-or-afker
between July L, 1987, and June 30, 1988.
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b. The tax was paid ro the cetailer or timely paid to the NEW SUBSECTIOM. &. For the purpose of determining a
depactment by the user if section 42].14 15 applicable. military tax exemption under this section, property includes a
c, The ¢laim is filed on forms provided by the department mobile home as defined in section 135D.1.
and iy filed between July L, 1988, and Septenber 1 for-the Sec. Ll. Section 7 of this Act applies retroactively to
ptevious-catendar-year, 1988. January L., 1988,
d. The implements. machinery or equipment is directly and
primarily used in livestock otr dairy production.
e. The lmplement is not a self-propelled implemeat or an

implerent customarily drawn or attached to a self-propelted DONALD D, AVENSON

implerent, and the machinecy or equipment is not a grain Speaker of the House
dryer, subject to an exemption under section 422.4%,

f£. The replacement part is essential to any repair orc
reconstructlon necessary to the facm machinecy's, eguipnent's,

or implement's exempt use in livestock or dairy production. JO ANN ZIMMERMAN
Sec., 9. Section 422.70, subsection 1, Code 1987, is President of the Senate
amended to read as follows:

L. The director, for the purpose of ascertaining the I hereby certify that this bill originated in the House and
correctness of any a retucrn or for the purpose of making an is known as House File 2477, Seventy-second General Assembly.
astimate of the taxable income or receipts of any a taxpayer,
shali-have has power: To examine or cause to be axamined by
any an agent or representative desigmated by the director,

books, papers, cecords, oc memoranday-sush-an-examinatton-nor JOSEPH O'HERN
to-inchkude-any-transactron-completed-€five-yaars-or-movre-preor Chief Clerk of the House
to-such-an-examinattonr-providedy-howeverr-that-the-director Approved _ ., 1988
sayz-by-roiesr-provide-far-a-timitation-of-time-of-any-number
of-years-tess-chan-five; to require by subpoena the attendance
and testimony of witnesses: to issue and sign subpoenas: to

administer caths, to eramine witnesses and receive evidence: TERRY E. BRAMSTAD

to compel witnesses to groduce focr examination books, papecs, Governorc

records, and docurents :celating to any ratter which the
director shati-rave has the authority to investigate or
detecmiae.

Sec. 10, Section 427.3, Code 1987, is amended by adding

the tollowicg new subseccion:




