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A BILL FOR

An Act relating to exemption certificates and processing
activities under the state sales, services, and use tax and
providing an effective date.

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

[~ PV S

HOUSE FILE 682

H-4225

". 1 Amend House File 682 as follows:
2 1. By striking page 4, line 9 through page 5,
3 line 32.
4 2. Title page, lines 1 and 2, by striking the
5 words "and processing activities". '
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Section 1. Section 422.47, subsection 3, paragraphs a and
b, Code 1987, are amended to read as follows:

a. The department shall issue or the seller may separately
provide exemption certificates in the form prescribed by the
director to assist retailers in properly accounting for
nontaxable sales of tangible personal property or services to
purchasers for purposes cof resale or for processing, except
fuel consumed in processing.

b. The sales tax liability for all sales of tangible
personal property and all sales of services 1s upon the seller
and the purchaser unless the seller takes in good faith from
the purchaser a valid exemption certificate stating under
penalties for perjury that the purchase 1s for resale or for
processing and is not a retail sale as defined in section

422.42, subsection 3, or unless the seller takes a fuel

exemption certificate pursuant to subsection 4. 1If the

tangible personal property or services are purchased tax free
pursuant to & valid exemption certificate which is taken 1in
good faith by the seller, and the tangible personal property
or services are used or disposed of by the purchaser in a
nonexempt manner, the purchaser is solely liable for the taxes
and shall remit the taxes directly to the department and
sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.59 shall apply to the purchaser.

Sec. 2. Section 422.47, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. a. The department shall issue or the

seller may separately provide fuel exemption certificates in
the form prescribed by the director.

b. The seller may accept a completed fuel exemption
certificate, as prepared by the purchaser, for five years
unless the purchaser files a new completed exemption
certificate. 1If the fuel is purchased tax free pursuant to a
fuel exemption certificate whichk is taken by the seiler, and
the fuel is used or disposed of by the purchaser in a




[ I

=V

[ et

H
Lo B k= D WD ) Y W

[

-

(=

i
-} o

[

S T 8 S
LS S e L Rt v ]

[ ST O T S
Fat)

nonexempt manner, the purchaser is solely liable for the
taxes, and shall remit the taxes directly to the department
and sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.59 shall apply to the purchaser.

c. The purchaser may apply to the department for its
review of the fuel exemption certificate. In this event, the
department shall review the fuel exemption certificate within
twelve months from the date of applicaticn and determine the
correct amount of the exemption. If the amount determined by
the department is different than the amounf that the purchaser
claims 1s exempt, the department shall promptly notify the
purchaser of the determination. Failure of the department to
make a determination within twelve months from the date of
application shalil constitute a determination that the fuel
exemption certificate is correct as submitted. A
determination cf exemption by the department is final unless
the purchaser appeals to the director 7or a revision of the
determination within thirty days after the postmark date of
the notice of determination. The director shall grant 2
nearing, and upon the hearing the director shall determine the
correct exemption and notify the purchaser of the decision by
mail. The decision of the director 1s f£inel unless the
purchaser seeks Jjudicial review of the director's decision
iznder section 422.55 within thirty days after the postmark
date of the notice of the director’s decision. Unless there
i5 a substantial change, the department shall not impose
penaities pursuant to section 422.58, both retroaciively to
purchases made after (ne date of applicaticn and prospectively
until the department gives notice to the purchaser that a tax
or acditional tax is due, for failure to remit any tax due
which is in excess of a determination made under this section.
A determination made by the department pursuant to this
subsection does not constitute an audit f[or purposes of
section 422.54.

d. If the circumstances change and the fuel is used or
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disposed ¢of by the purchaser in a nonexempt manner, the
purchaser is solely liable for the taxes and shall remit the
taxes directly to the department in accordance with subsection
3.

e. The purchaser shall attach documentation to the fuel
exemption certificate which is reasonably necessary to support
the exemption for fuel consumed in processing. If the
purchaser files a new exemption certificate with the seller,
documentaticn shall not be required 1f the purchaser
previously furnished the seller with this documentation and
substantial change has not occurred since that documentation
was furnished or if fuel consumed in processing is separately
metered and billed by the seller,

f. 1In 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
current, or consumed in self-propelled implements of husbandry
engaged in agricultural production. In this subsecticn, "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 perscnal 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 "¢" or in a fuel
exemption certificate.

Sec. 3. Section 422.52, subsection 6, paragraph a, Code
1987, is amended to read as follows:

a. If a purchaser fails to pay tax imposed by this

division to the retailer required to collect the %tax, then in
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addition to all of the rights, obligations, and remedies
provided, the tax is payable by the purchaser directly to the
department, and sections 422.50, 422.51, 422.52, 422.54,
422.55, 422.56, 422.57, 422.58 and 422.59 apply to the
purchaser. For failure, the retailer and purchaser are
liable, unless the circumstances described in section 422,47,
subsection 3, paragrapha paragraph "b" aad or "e" or
subsection 4, paragraph "b" or "d" are applicable.

Sec. 4. Section 422.42, subsection 3, Code 1987, is

amended to read as follows:

3. "Retall sale" or "sale at retail" means the sale to a
consumer or to any person for any purpose, other than for
processing, for resale of tangible personal property or
taxable services, or for resale of tangible personal property
in connection with taxable services, and includes the sale of
gas, electricity, water, and communication service to retail
consumers or users, but does not include agricultural breeding
livestock and domesticated fowl, or commercial fertilizer,
agricultural limestone, or herbicide, pesticide, insecticide,
food and medication and agricultural drain tile and
installation thereof which are to be used in disease control,
weed control, insect control, or health promotion of plants or
livestock produced as part of agricultural preduction for
market, and does not include electricity, steam or any taxable
service when purchased and used in the processing of tangible
personal property intended to be sold ultimately at retail.
When used by a manufacturer of food products, 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 ¢r maintenance of temperature
levels necessary to avoid spoilage or to hold the food product

in marketable condition, maintenance of environmental
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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 of
the material or food 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 the property will, by means of fabrication,
compounding, manufacturing, or germination beccme an integral
part of other tangible personal property intended to be sold
ultimately at retail, or will be consumed as fuel in creating
heat, power, or steam for processing including grain drying,
for providing heat or cooling for livestock buildings or for
generating electric current, or be consumed in self-propelled

implements of husbandry engaged in agricultural production, or

the property is a chemical, solvent, sorbent, or reagent,

which 1s directly used and is consumed, dissipated, or .
depleted, in processing personal property which is intended to

be so0ld ultimately at retail or consumed in the performance of

an enumerdted service, 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 is a retail

sale for purposes of the processing exemption.

Sec. 5. Section 422,45, subsection 19, Code 1987, is
amended to read as follows:

19. The gross receipts from the sale of property which is
a container, label, carton, pallet, packing case, wrapping
paper, twine, bag, bottle, shipping case or other similar
article or receptacle sold to retailers or manufacturers for
the purpose of packaging or facilitating the transportation of
tangible personal property sold at retail or consumed in the

performance 6f an enumerated service,.

Sec. 6. This Act takes effect on January 1, 1988. Any
valid exemption certificate, as defined in section 422.47, .

subsection 3, Code 1987, given for fuel consumed in processing
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and accepted by a seller prior to the effective date of this
Act shall be deemed a fuel exemption certificate, as definred
in this Act, for five years from the date the seller accepts
the valid exemption certificate, if that valid exemption
certificate contains all information required by this Act to
be in a fuel exemption certificate.
EXPLANATION
The bill provides for issuing and accepting fuel exemption
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certificates for the processing exemption of the sales and use

tax, and further defines retail sale as it applies to
processing activities associated with an enumerated service.
The bill takes effect January 1, 1988.

LSB 296€9HC 72
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A BILL FOR

"1 An Act relating to exemption certificates under the state sales,
2 services, and use tax and providing an effective date.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
HOUSE FILE 682

S-4090
1 Amend House File 682 as amended, passed, and
2 reprinted by the House, as folliows:
3 l. Page 1, by inserting before line 1 the
4 following:
5 "Sec. ___ . Section 422.13, Code 1987, is amended
6 by adding the following new subsection:
7 NEW SUBSECTION. S. Notwithstanding subsections 1
8 through 4 and sections 422.15 and 422.36, a
9 partnership, trust, or corporation whose stockholders
10 are taxed on the corporation's income under the
1l provisions of the Internal Revenue Code is entitled to
12 request permission from the director to file a
13 composite return for the nonresident partners,
14 beneficiaries, and shareholders. The director may
15 grant permission to file or require that a composite
16 return be filed under the conditions deemed
17 appropriate by the director. A partnership, trust, or
18 corporation filing a composite return is liable for
19 tax required to be shown due on the return. All
20 powers of the director and requirements of the
21 director apply to returns filed under this subsection,
22 including but not limited to, the provisions of this
23 division and division VI of this chapter.”
24 2, Title page, line 1, by inserting after the
25 word "to" the following: “certain state taxes by
. 26 allowing composite returns to be filed for

27 nonresidents for income tax purposes and providing for
28 fuel™.
5-4090
Filed May 9, 1987 BY COMMITTEE ON WAYS AND MEANS
ADOPTED (¢ /£5%) CHARLES BRUNER, Chairperson
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Section 1. Section 422.47, subsection 3, paragraphs a and .
b, Code 1987, are amended to read as follows:

a. The department shall issue or the seller may separately
provide exemption certificates in the form prescribed by the
director to assist retailers in properly accounting for
nontaxable sales of tangible personal property or services to
purchasers for purposes of resale or for processing, except
fuel consumed in processing.

b. The sales tax liability for all sales of tangible
personal property and all sales of services is upon the seller
and the purchaser unless the seller takes in good faith from
the purchaser a valid exemption certificate stating under

penalties for perjury that the purchase is for resale or for
processing and is not a retail sale as defined in section
422.42, subsection 3, or unless the seller takes a fuel
exemption certificate pursuant to subsection 4. If the
tangible personal property or services are purchased tax free
pursuant to a valid exemption certificate which is taken in .
good faith by the seller, and the tangible perscnal property
or services are used or disposed of by the purchaser in a
nonexempt manner, the purchaser is solely liable for the taxes
and shall remit the taxes directly to the department and
sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.59 shall apply to the purchaser.

Sec. 2. Section 422,47, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. &a. The department shall issue or the
seller may separately provide fuel exemption certificates in

the form prescribed by the director.
b. The seller may accept a completed fuel exemption
certificate, as prepared by the purchaser, for five years
unless the purchaser files a new completed exemption
certificate. If the fuel is purchased tax free pursuant to a
fuel exemption certificate which is taken by the seller, and .=
the fuel is used or disposed of by the purchaser in a ."
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ncnexempt manner, the purchaser is sclely liable for the
taxes, and shall remit the taxes directly to the department
and sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.59 shall apply to the purchaser.

¢. The purchaser may apply to the department for its
review of the fuel exemption certificate. In this event, the

department shall review the fuel exemption certificate within

twelve months from the date of application and determine the
correct amount of the exemption. If the amount determined by
the department is different than the amount that the purchaser
claims is exempt, the department shall promptly notify the
purchaser of the determination. Failure of the department to
make a determination within twelve months from the date of
application shall constitute a determination that the fuel
exemption certificate 1s correct as submitted. A
determination of exemption by the department is final unless
the purchaser appeals to the director for a revisicn of the
determination within thirty days after the postmark date of
the notice of determination. The director shall grant a
hearing, and upon the hearing the director shall determine the
correct exemption and notify the purchaser of the decision by
mail. The decision of the director is final unless the
purchaser seeks judicial review of the director's decision
under section 422.55 within thirty days after the postmark
date of the notice of the director’'s decision. Unless there
1s a substantial change, the department shall not impose
penalties pursuant to secktion 422.58, both retroactively to
purchases made afcer the cdate of application and prospectively
until the department gives notice to the purchaser that & tax
or additional tax is due, for failure to remit any tax due
whnich 1s in excess cf a determination mede under tihils secticn.
A determination made by thes department pursuant to this
subsection deoes not constitute an audit for purposes of
section 422.54.

d. If the circumstances change and the fuel is used or

-2
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disposed of by the purchaser in a nonexempt manner, the
purchaser is sclely liable for the taxes and shall remit the
taxes directly to the department in accordance with subsection
3.

e. The purchaser shall attach documentation to the fuel
exemption certificate which is reasonably necessary to support
the exemption for fuel consumed in processing. If the
purchaser files a new exemption certificate with the seller,
documentation shall not be required if the purchaser
previously furnished the seller with this documentation and
substantial change has not occurred since that documentation
was furnished or if fuel consumed in processing is separately
metered and billed by the seller.

£. 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
current, or consumed in self-propelled 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. 3. Section 422.52, subsection 6, paragraph a, Code
1987, is amended to read as follows:

a. If a purchaser fails to pay tax imposed by this
division to the retailer required to collect the tax, then in

..3_.
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addition to all of the rights, obligations, and remedies
provided, the tax is payable by the purchaser directly to the
department, and sections 422.50, 422.51, 422.52, 422.54,
422.5%5, 422.56, 422.57, 422.58 and 422.59 apply to the
purchaser. For failure, the retailer and purchaser are
liable, unless the circumstances described in section 422.47,
subsection 3, paragraphs paragraph "b" and or "e" or
subsection 4, paragraph "b" or "d" are applicable.

Sec. 4. This Act takes effect on January 1, 1988. Any
valid exemption certificate, as defined in section 422.47,
subsection 3, Code 1987, given for fuel consumed in processing
and accepted by a seller prior to the effective date of this
Act shall be deemed a fuel exemption certificate, as defined
in this Act, for five years from the date the seller accepts
the valid exemption certificate, if that valid exemption
certificate contains all information required by this Act to

be in a fuel exemption certificate.

HF 682
mg/pk/25
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A BILL FOR

1 An Act relating to exemption certificates and processing

2 activities under the state sales, services, and use tax and
3 providing an effective date.
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Section 1. Section 422.47, subsection 3, paragraphs a and
b, Code 1987, are amended to read as follows:

a. The department shall issue or the seller may separately
provide exemption certificates in the form prescribed by the
director to assist retailers in properly accounting for
nontaxable sales of tangible personal property or services to
purchasers for purposes of resale or for processing, except
fuel consumed in processing.

. The sales tax liapiiity for all sales of tangible
personal property and all sales of services is upcn the seller
and the purchaser unless the seller takes in good faith frem
the purchaser a valid exemption certificate stating under
penalties for perjury that the purchase is for resale or for
processing and is not a retail sale as defined 1in section
422.42, subsection 3, or unless the seller takes a fuel

exemption certificate pursuant to subsection 4. If the

tangible personal property or services are purchased tax free
pursuant to a valid exemption certificate which 1s taken in
good faith by the seller, and the tangilble personal property
or services are used or disposed of by the purchaser in a
nonexempt manner, the purchaser is solely liable for the taxes
and shall remit the taxes directly to the departiment and
sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.59 shall apply to the purchaser.

Sec. 2. Sectlion 422.47, Ccde 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. a. The department shall issue or the

seller may separately provide fuel exemption certificates in

the form prescribed by the director.

b. The seller may accept a completed fuel exemption
certificate, as prepared by the purchaser, for five vears
unless the purchaser files a new completed exemption
certificate. If the tangible personal property or services
are purchased tax free pursuant to a fuel exemption

certificate which is taken by the seller, and the tangible
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perscnal property or services are used or disposed of by the
purchaser in a nonexempt manner, the purchaser is solely
liable for the taxes, and shall remit the taxes directly to
the department and sections 422.50, 422.51, 422.52, 422.%4,
422.55, 422.56, 422.57, 422.58, and 422.59 shall apply to the
purchaser.

¢. The purchaser may apply to the department for its
review of the fuel exemption certificate. 1In thils event, the
department shall review the fuel exemption certificace within
twelve months from the date of application and determine the
correct amount of the exemption. If the amount determined by
the department is different than the amount that the purchaser
claims is exempt, the department shall promptly notify the
purchaser of the determination. Failure of the department to
make a determination within twelve months from the date of
application shall constitute a determination that the fuel
exemption certificate is correct as submitted. A
determination of exemption by the department is flnal unless
the taxpayer appeals to the director for a revision of the
determination within thirty days after the postmark date of
the nctice of determination. The director shall grant a
hearing, and upon the hearing the director shall determine the
correct exemption and notify the taxpayer of the decision by
certified mail. The decision of the director is final unless
the taxpayer seeks judicial review ¢f the director's decilsion
under section 422.55 within thirty days after the postmark
date of the notice of the director's decision. Unless there
1s a substantial change, the department shall not impose
penalties and interest pursuant to section 422.58, both
retroactively to purchases made after the date of application
anéd prospectively until the department gives notice to the
taxpayer that a tax or additional tax 1s due, for fallure to
remit any tax due which 1s in excess of a determination made
under this section. A determination made by the department

pursuant to this subsection does not constitute an audit for

-2-
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purposes ©of section 422.54.

d. If there is a substantial change and the tangible
cersonal preperty or services are disposed of by the purchaser
in a nonexempt manner, the purchaser is solely liable for the
taxes and shall remit the taxes directly to the department in
accordance with subsection 3.

e. The purchaser shall attach documentation to the fuel
exemption certificate which is reascnably necessary to support
the exemption for fuel consumed in prccessing. Documentaticn
shall not be required if the purchaser previcusly furnished
the seller with this documentation and substantial change has
not occurred since that documentation was furnished or if fuel
consumed in precessing is separately metered and billed by the
seller.

f. In this section, "fuel consumed in processing"” means
tangible personal property consumed as fuel in creating heat,
power, or steam for processing including grain drying, for
providing heat or ccoling for livestock buildings or for
generating electric current, or consumed in self-propelled
implements of husbandry engaged in agricultural production.

In this subsecticn, "fuel exemption certificate" means an
exemption certificate given by the purchaser under penaltv of
perjury to assist retailers in properly accounting for
nontaxable sales ¢of fuel consumed in processing. In this
subsecticn, "substantial change" means a c¢hange in the use or
disposition of tangible persconal 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. 3. Section 422.52, subsection 6, paragraph a, Code
1987, is amended to read as follows:

a. If a purchaser fails to pay tax imposed by this
civision to the retailer required to collect the tax, then in

addition to all of the rights, obiigations, and remedies

_.3_




provided, the tax is payable by the purchaser Jireccly
department, and sections 422.50, 422.51, 422.%Z,
§22.55, 422.56, 422.57, 422.58 and 422.58 appl. 0
purchaser. For failure, the retailer and purchaser

izble, unless the circumstances described in s=ction 422.47,
r

ubsectlion 3, paragraphs paragraph "b" ard cr “e"

5
subsection 4, paragraph "b" or "d" are appliczbdle.

Sec. 4. Section 422.42, subsection 3, J:-de 1987, is
amended to read as follows:

3. "Retail sale" or "sale at retail" means the sale to a
consumer or to any person I[cr any purpose, cther than for
processing, for resale of tangible perscrnal property or
taxable services, or for resale of tangible perscnal property
in connection with taxable services, and includes the sale of
gas, electricity, water, and commurication service to retail
consumers or users, but does not include agricultural breeding
livestock and domesticated fowl, ¢r commercial fertilizer,
agricultural limestone, or herbicide, pesticide, insecticide,
food and medication and agricultural &
installation thereof which are to be in disease control,
weed control, i1nsect control, : nctlon of plants or
livestock produced as part cf agriculc i veczion for
market, and does not include electricity, steam ©or any taxable
service when purchased and used in the processing of tangible
personal prcperty intended to be sold ultimately at retail.
When used by a manufacturer of focd products, electricity,
steam, and other taxable services are sold for processing when
used to prcduce 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
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machinery and material used to produce the food product,
sanitation and gquality control activities, formation of
packaging, placement into shipping containers, and movement of
the material or food 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 the property will, by means of fabrication,
compounding, manufacturing, or germination become an integral
part of other tangible personal prcperty intended to be scld
ultimately at retail, or will be ccnsumed as fuel in creating
heat, power, or steam for processing including grain drying,
for providing heat or cooling for livestock buildings or for
generating electric current, or be consumed in self-propelled
implements of husbandry engaged in agricultural production, or
the property is a chemical, solvent, sorbent, or reagent,
which 1s directly used and is consumed, dissipated, or
depleted, in processing personal property which is intended to

be sold ultimately at retail or associated with an enumerated

service, 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 is a retail saie for
purpceses of the processing exemption.

Sec. 5. Section 422.45, subsection 19, Code 1987, is
amended to read as foilows:

19. The gross receipts from the sale of property which is
a container, label, carton, pallet, packing case, wrapping
paper, twine, bag, bottle, shipping case or other similar
article or receptacle sold to retailers or manufacturers for
the purpose of packaging or facilitating the transportation of

tangible persconal property sold at retail or associated with

an enumerated service,

Sec. 6. This Act takes effect on January 1, 1988. Any
valid exemption certificate, as defined in section 422.47,
subsection 3, Code 1987, given for fuel consumed 1n processing

and accepted by a seller prior to the effective date of this
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Act shall be deemed a fuel exemption certificate, as defined

in this Act, for five years from the date the seller accepts
the valid exemption certificate, if that valid exemption
certificate contains all information required by this Act to
be in a fuel exemption certificate.
EXPLANATION

The bill provides for issuing and accepting fuel exemption
certificates for the processing ex=—gtion of the sales and use
tax, and further defines retail sale as it applies to
processing activities associated with an enumerated service.
The bill takes effect January 1, 1988.
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ang/sc/l4
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AN ACT
RELATING TO CERTAIN STATE TAXES BY ALLOWING COMPOSITE RETURNS
T™O BE FILED POR RONRESIDENTS FOR INCOME TAX PURPOSES AND
PROVIDIMG FOR FUEL EXEMPTION CERTIFLCATES UNDER THE STATE
SALES, SERVICES, AND USE TAX AND PROVIDING AN EFFECTIVE
DATE,

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

Saction 1. Section 422.13, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION, 5, Wotwithstanding subsections 1 through
4 and sections 422.15 and 422,36, a partnership, truskt, or
corporation whose stockholders are taxed on the corporation's
income under the provisions of the Internal Revenue Code is
entitled to request permission Erom the director to file a
composite return for the noanresident partners, beneficiaries,
and shareholders. The director may grant permission to file
or require that a composite return be €iled under the
conditions deemed appropclate by the director. A partnecrship,
tryst, or cocporation filing a composite return is liable for
tax required to be shown due on the return, All powers of the
director and requicements of the director apply to returns
filed undec tnis subsection, including but not limited to, the
ocovisions of this division and divisioan VI of this chapter.

Sec. 2, Section 422.47, subsection 1, paragraphs a and b,
Code 1987, ace amended to read as follows:

a. The departrent snall issue oc¢ the celler may sepdrately
ptovide exempt:on certificates in the form prescribed by the
director to assist retailers in properly accounting for
nontaxable sales of tangible pecsonal property or services to
purchasers for purposes of cesale ar for processing, except

fuel cunsumed 1n processing.

House File 682, p. 2

b. The sales tax liability for all sales of tangible
personal property and all sales of services is upon the seller
and the purchaser unless the sellec takes in good faith fron
the pucchaser a valid exenption cectificate stating under
penalties for perjury that the purchase is for resale or for
processing and ls not a retail sale as defined in section
422.42, subsection 3, or unless the seller takes a fuel

exemption cecrtiflcate pursuant to subsection 4. IE the

tangible personal property oc services are purchased tax free
pursuant to a valid exemption certificate which is taken in
qood faith by the seller, and the tangible personal property
or services are used or disposed of by the purchaser in a
nonexempt mannetr, the purchaser is solely liable for the taxes
and shall remit the taxes directly to the department and
sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56,
422.57, 422.58, and 422.5%9 shall apply to the purchaser.

Sec. 3. Section 422.47, Code 1987, 1s amended by adding
the following new subsection:

VEW SUBSECTION. 4. a. The departient shall issue or the
seller may separately nrovide fuel exemption certificates in
the form prescribed by the director.

b. The seller may accept a completed fuel exemption
certificate, as prepared by the purchaser, for five years
uniess the purchaser files a new completed exemption
certificate, I[f the fuel is purchased tax fcea pursuant to a
fuel exemption certificate which is taken by the sellec, and
the fuel 1s used o¢ disposed of by the pucchaser in &
nonexempt manner, the purchaser is solely liable for the
taxes, and shall remit the taxes dicectly to the department
and sections 422.50, 422,51, 422.52, 422.59, 422.55, 322.56,
422.37., 422.58, and 422.59 snall apply to the purchaser.

¢. The purchaser may apply to the depactment for 1ts
review Of the fuel exemption certificate. 1In this event, tne
departmeat snall review the fuel exemption certificaie withun

twelve months from rhe date of applicazion and detercine tae
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corceedt amount »f Yne exerpticn. If the amsunt determired by
the depactment g difletent than the ancunt that the pucchasey
claims is5 exerp:, the departmers s3hall proroily notify the
purchaser of tr2 decermination. Failuze of the deparIiment to
make & deilecmiraticn within twelve monins fcom the date of
application shall constitute a determipation that the fuel
exerption certificate is correckt as supmiktad, A
determination of exemption by the department is fipal unless
the purchaser azpeals to the director for a revision of Lhe
determination within thizty days after the postrmack date of
the notice of determinaticn. The diractor shall grank a
heariag, and upon the hearing the ditector shall determine tne
correct exerpiion and notify the purchaser of tne decision by
mail. The dec:sion of the director is final unless the
purchaser geeks judicial review of the director's decision
uynder section 422.5%5 within tharty days afrer the postrark
date nf the notice of the direcror's decision., Unless there
is a suostantial change, the department sha!l not impose
penalties pursvant to section 422.58, both retroactively to
purchases nade after kthe date of aoplication and prospectively
uhnt1l the departhent yives notice to the purchaser that & tax
or additional tax is due, for failure to cemit any tax Gue
which 15 Lo excess of a derermination nade under this secrion,
A determination made by the department purswant to this
subsection does ady constitute an audit for curpcses cof
gection 122,54,

d. I the clccumstan<es change and the “uel s used or
disposed of Ty the purcnaser in & ncenexempt ranner, tne
purcnaser 1s sui2iy liable for the taves and shall reami: ae

taxes oirectly 1o tne departherst in accovdance wita subsectian

k]
2, The Durardser sod.l dtfach douamentation Lo othe fuel
freroyion cert_oTicate weadh s oreascnably nelessary Too suppoc:

tre eqemot _cn Ear fuel congured in prricens. F o the

porchase: Failes a4 new exompliacn st f care with <he sel er,

docu

€-tution shall aot be cequired if the purchaser
pcevivusly fucnisned the seller with tnis documentation and
substantial change has not occutred since that documentation
«a8% furnished or if fuel consumed in processing is separately
metered and billed by the selier,

f. In this section, "fuel” includes gas, electricity,
water, aeat, steam, and any other tangible personal peoperty
ccensumed :n creaiieg heat, power, oY steam, In this gection,
"fuel consumed in processing” neans fuel used or disposed of
for processing kacluding grain deying, for providing heat ot
coo:ing Eor iivestock buildings or for generating electric
currtent, or consumed in self-propelled implements of husbandcey
engaged in agriculiural preduction. In thig subsection, “"fuel
exenpt.on certiiicate"” means an exenption certificate given by
the putchaser urde:r penalty of periury to assist retailers in
properly accounting for rontaxable salies of fuel consumed in
orocessing,  In this subsection, "substantial change” means a
change in the use or Jdisposition of tangikle personal property
and services by the purchaser such that the purchaser pays
less than ninety peccent of the pucchaser's actual sales tax
iiability. A change tncludes a4 misstatement of facts in an
apgplication made pursuant to patagraph "c¢" or in a fuel
exempticn certificate.

Sez. 4. Section 422.52, subsection A, pacagraph a, Code
1987, :5 amended to read as follows:

a. If a purchaser €ails to pay tax itmposed by tnis
davision Lo the retailer teguired to collect the tax, then in
addit:icn o uli of the cignts, ebiigaticns, and remedies
proviios, the tax is payable by the putchaser directly to the
depari-ent, ard sections 422,50, 422.%), 422.%2, 422.%4,
422.%3, 422.%6, 122057, 422.%9 and 422.59 apply ¢ tre
zurcnaser,  For Zailuce, the cetarlec and purchaser are
Liabhla, anLess khe airrcumstances desceined tn sectian 422,47,
sudbsention 3, raragraphs caragrapn "L and or “e" or

sLonuctior 4, paregraph UbY oor "o" are applicadie,
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Sec. 5. This Act takes effect on January 1, 1988. Any
valid exemption certificate, as defined in section 422.47,
subsection 3, Code 1987, given for fuel consumed in processing
and accepted by a seller prior to the effective date of this
Act shall be deemed a fuel exemption certificate, as defined
in this Act, for five years from the date the seller accepts
the valid exemption certificate, if that valid exemption
certificate contains all information required by this Act to
be in a fuel exemption certificate.
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