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1 Amend House File 682 as follows: 
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4 2. Title page, lines 1 and 2, by striKing the 
5 words "and processing activities". 
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1 Section 1. Section 422.47, subsection 3, paragraphs a and 

2 b, Code 1987, are amended to read as follows: 

3 a. The department shall issue or the seller may separately 

4 provide exemption certificates in the form prescribed by the 

5 director to assist retailers in properly accounting for 

6 nontaxable sales of tangible personal property or services to 

7 purchasers for purposes of resale or for processing, except 

8 fuel consumed in processing. 

9 b. The sales tax liability for all sales of tangible 

10 personal property and all sales of services is upon the seller 

11 and the purchaser unless the seller takes in good faith from 

12 the purchaser a valid exemption certificate stating under 

13 penalties for perjury that the purchase is for resale or for 

14 processing and is not a retail sale as defined in section 

15 422.42, subsection 3, Or unless the seller takes a fuel 

16 exemption certificate pursuant to subsection 4. If the 

17 tangible personal property Or services are purchased tax free 

18 pursuant to a valid exemption certificate which is taken in 

19 good faith by the seller, and the tangible personal property 

20 or services are used or disposed oE by the purchaser in a 

21 nonexempt manner, the purchaser is solely liable Eor the taxes 

22 and shall remit the taxes directly to the department and 

23 sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56, 

24 422.57, 422.58, and 422.59 shall apply to the purchaser. 

25 Sec. 2. Section 422.47, Code 1987, is amended by adding 

26 the following new subsection: 

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

28 seller may separately provide fuel exemption certiEicates in 

29 the form prescribed by the director. 

30 b. The seller may accept a completed fuel exemption 

]1 certificate, as prepared by the purchaser, for five years 

32 unless the purchaser files a new completed exemption 

]3 certificate. If the fuel is purchased tax free pursuant to a 

34 fuel exemption certificate whicr. is taken by the seller, and 

3S the fuel is used or disposed of by the purchaser in a 
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nonexempt manner, the purchaser is solely 

2 taxes, and shall remit the taxes directly 

liable for the 

to the department 

422.55, 422.56, 3 and sections 422.50, 422.51, 422.52, 422.54, 

4 422.57, 422.58, and 422.59 shall apply to the purchaser. 

5 c. The purchaser may apply to the department for its 

5 review of the fuel exemption certificate. In this event, the 

7 department shall review the fuel exemption certificate within 

8 twelve months from the date of application and determine the 

9 correct amount of 

10 the department is 

11 claims 1S exempt, 

12 purchaser of the 

the exemption. 

different than 

the department 

determination. 

If the amount determined by 

the amount that the purchaser 

shall promptly notify the 

Failure of the department to 

13 make a determination within twelve months from the date of 

14 application shall constitute a determination that the fuel 

15 exemption certificate is correct as submitted. A 

16 determination of exemption by the department is final unless 

''''1.7 
":8 

the purchaser 

determination 

appeals to the director for a revision of the 

within thirty days after the postmark date of 

L9 the notice of determination. The director shall grant a 

20 hearing, a~d upon the hearing the director shall determine the 

21 correct exemption dnd notify the purchaser of the decision by 

22 mail. The decision of the director is final unless the 

23 purchaser seeks judicial review of the director's decision 

2' under section 422.55 within thirty days after the postmark 

25 date of the notice of the director's decision. Unless there 

26 is a substantial change, the department shall not impose 

27 penalties pursuant to section 422.58. both ~etroac~ively to 

28 purchases made after the date of application and prospectively 

29 until the department gives notice to the purchaser that a tax 

30 Or additional tax is due, for failure to remit any tax due 

31 whiCh is in excess of a determination made under this section. 

32 A determination made by the department pursuant to this 

33 subsection does not constitute an audit for purposes of 

4 section 422.54. 

d. If the circumstances change and the fuel 15 used or 
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1 disposed of by the purchaser in a nonexempt manner, the 

2 purchaser is solely liable for the taxes and shall remit the 

3 taxes directly to the department in accordance with subsection 

4 3. 

5 e. The purchaser shall attach documentation to the fuel 

6 exemption certificate which is reasonably necessary to support 

7 the exemption for fuel consumed in processing. If the 

8 purchaser files a new exemption certificate with the seller, 

9 documentation shall not be required if the purchaser 

10 previously furnished the seller with this documentation and 

11 substantial change has not occurred since that documentation 

12 was furnished or if fuel consumed in processing is separately 

13 metered and billed by the seller. 

14 f. In this section, "fuel" includes gas, electricity, 

15 water, heat, steam, and any other tangible personal property 

16 consumed in creating heat, power, or steam. In this section, 

17 "fuel consumed in processing" means fuel used or disposed oE 
18 for processing including grain drying, for providing heat or 

19 cooling for livestock buildings or for generating electric 

20 current, or consumed in self-propelled implements of husbandry 

21 engaged in agticultural production. In this subsection, "fuel 

22 exemption certificate" means an exemption certificate given by 

23 the purchaser under penalty of perjury to assist retailers in 

24 properly accounting for nontaxable sales of fuel consumed in 

25 processing. In this subsection, "substantial change" means a 

26 change in the use or disposition of tangible personal propetty 

27 and services by the purchaser such that the purchaser pays 

28 less than ninety percent of the purchaser's actual sales tay. 

29 liability. A change includes a misstatement of facts in an 

30 application made pursuant to paragraph "c" or in a fuel 

31 exemption certificate. 

32 Sec. 3. Section 422.52, subsection 6, paragraph a, Code 

33 1987, is amended to read as follows: 

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

35 division to the retai!er required to collect the ~ax, then in 
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1 addition to all of the rights, obligations~ and remedies 

2 provided, the tax is payable by the purchaser directly to the 

3 department, and sections 422.50, 422.51, 422.52, 422.54, 

4 422.55, 422.56, 422.57, 422.58 and 422.59 apply to the 

5 purchaser. For failure, the retailer and purchaser are 

6 liable, unless the circumstances described in section 422.47, 

7 subsection 3, PIU'tl9!:'8ph!l J2aragraJ2h tlb ll ill"IO or lieU or 

8 subsection 4 , J2aragraph flbf! or lTd" are applicable. 

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

10 amended to read as follows: 

11 3. "Retail sale" or "sale at retail" means the sale to a 

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

13 processing, for resale of tangible personal property or 

14 taxable services, or for resale of tangible personal property 

15 in connection with taxable services, and includes the sale of 

16 gas, electricity, water, and 

consumers or users, but does 

communication service to retail 

not include agricultural breeding '~l7 
"18 livestock and domesticated fowl, or commercial fertilizer, 

19 agricultural limestone, or herbicide, pesticide, insecticide, 

20 food and medication and agricultural drain tile and 

21 installation thereof which are to be used in disease control, 

22 weed control, insect control, or health promotion of plants or 

23 livestock produced as part of agricultural production for 

24 market, and does not include electricity, steam or any taxable 

25 service when purchased and used in the processing of tangible 

26 personal property intended to be sold ultimately at retail. 

27 When used by a manufacturer of food products, electricity, 

28 steam, and other taxable services are sold for processing when 

29 used to produce marketable food products for human 

30 consumption, including but not limited to, treatment of 

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

32 produce the food product, maintenance of quality or integrity 

33 of the food product, changing or maintenance of temperature 

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

35 in marketable condition, ~aintenance of environmental 
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1 conditions necessary for the safe or efficient use of 

2 machinery and material used to produce the food product, 

3 sanitation and quality control activities, formation of 

4 packaging, placement into shipping containers, and movement of 

5 the material or food product until shipment from the building 

6 of manufacture. Tangible personal property is sold for 

7 processing within the meaning of this subsection only when it 

8 is intended that the property will, by means of fabrication, 

9 compounding, manufacturing, or germination become an integral 

10 part of other tangible personal property intended to be sold 

11 ultimately at retail, or will be consumed as fuel in creating 

12 heat, power, or steam for processing including grain drying, 

13 for providing heat or cooling for livestock buildings or for 

14 generating electric current, or be consumed in self-propelled 

15 implements of husbandry engaged in agricultural production, or 

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

17 which is directly used and is consumed, dissipated, or 

18 depleted, in processing personal property which is intended to 

19 be sold ultimately at retail or consumed in the performance of 

20 an enumerated service, and which may not become a component or 

21 integral part of the finished product. The distribution to 

22 the public of free newspapers or shoppers guides is a retail 

23 sale for purposes of the processing exemption. 

24 Sec. 5. Section 422.45, subsection 19, Code 1987, is 

25 amended to read as follows: 

26 19. The gross receipts from the sale of property which is 

27 a container, label, carton, pallet, paCking case, wrapping 

28 paper, twine, bag, bottle, shipping case or other similar 

29 article or receptacle sold to retailers or manufacturers for 

30 the purpose of packaging or faCilitating the transportation of 

31 tangible personal property sold at retail or consumed in the 

32 performance of an enumerated service. 

33 Sec. 6. This Act takes effect on January 1, 1988. Any 

34 valid exemption certificate, as defined in section 422.47, 

35 subsection 3, Code :987, given for f'lel consumed in processing 
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and accepted by a seller prior to the effective date of this 

2 Act shall be deemed a fuel exemption certificate, as defined 

3 in this Act, for five years from the date the seller accepts 

4 the valid exemption certificate, if that valid exemption 

5 certificate contains all information required by this Act to 

6 be in a fuel exemption certificate. 

7 EXPLANATION 

8 The bill provides for issuing and accepting fuel exemption 

9 certificates for the processing exemption of the sales and use 

10 tax, and further defines retail sale as it applies to 

11 processing activities associated with an enumerated service. 

12 The bill takes effect January 1, 1988. 

13 

14 

15 

16 .7 
18 

19 
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4 
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HOUSE FILE t, g .A 
BY COMMITTEE ON WAYS AND MEANS 

(AS Amended and Passed by the House May 7, 1987) 
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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 follows: 
3 1. 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. 5. 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 
11 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". 

S-4090 
Filed May 9, 1987 

ADOPTED (f· / i'~-,) ., 

BY CO~_MITTEE O~ HAYS AND MEANS 
CHARLES BRUNER, Cha~rperson 
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1 Section 1. Section 422.47, subsection 3, paragraphs a and 

2 b, Code 1987, are amended to read as follows: 

3 a. The department shall issue or the seller may separately 

4 provide exemption certificates in the form prescribed by the 

5 director to assist retailers in properly accounting for 

6 nontaxable sales of tangible personal property or services to 

7 purchasers for purposes of resale or for processing, except 

8 fuel consumed in processing. 

9 b. The sales tax liability for all sales of tangible 

10 personal property and all sales of services is upon the seller 

11 and the purchaser unless the seller takes in good faith from 

12 the purchaser a valid exemption certificate stating under 

13 penalties for perjury that the purchase is for resale or for 

14 processing and is not a retail sale as defined in section 

15 422.42, subsection 3, or unless the seller takes a fuel 

16 exemption certificate pursuant to subsection 4. If the 

17 tangible personal property or services are purchased tax free 

18 pursuant to a valid exemption certificate which is taken in 

19 good faith by the seller, and the tangible personal property 

20 or services are used or disposed of by the purchaser in a 

21 nonexempt manner, the purchaser is solely liable for the taxes 

22 and shall remit the taxes directly to the department and 

23 sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56, 

24 422.57, 422.58, and 422.59 shall apply to the purchaser. 

25 Sec. 2. Section 422.47, Code 1987, is amended by adding 

26 the following new subsection: 

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

28 seller may separately provide fuel exemption certificates in 

29 the form prescribed by the director. 

30 b. The seller may accept a completed fuel exemption 

31 certificate, as prepared by the purchaser, for five years 

32 unless the purchaser files a new completed exemption 

33 certificate. If the fuel is purchased tax free pursuant to a 

34 fuel exemption certificate which is taken by the seller, and 

35 the fuel is used or disposed of by the purchaser in a 
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1 nonexempt manner, the purchaser is solely liable for the 

2 taxes, and shall remit the taxes directly to the department 

3 and sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56, 

4 422.57, 422.58, and 422.59 shall apply to the purchaser. 

S c. The purchaser may apply to the department for its 

6 review of the fuel exemption certificate. In this event, the 

7 department shall review the fuel exemption certiflcate within 

8 twelve months from the date of application and determine the 

9 correct amount of the exemption. If the amount determined by 

10 the department is different than the amount that the purchaser 

11 claims is exempt, the department shall promptly notify the 

12 purchaser of the determination. Failure of the department to 

13 make a determination within twelve months from the date of 

14 application shall constitute a determination that the fuel 

15 exemption certificate is correct as submitted. A 

16 determination of exemption by the department is final unless 

17 the purchaser appeals to the director for a revision of the 

18 determination within thirty days after the postmark date of 

19 the notice of determination. The director shall grant a 

20 hearing, and upon the hearing the director shall determine the 

21 correct exemption and notify the purchaser of the decision by 

22 mail. The decision of the director is final unless the 

23 purchaser seeks judicial review of the director's decision 

24 under section 422.55 within thirty days after the postmark 

25 date of the notice of the director's decision. Unless there 

26 lS a substantial change, the department shall not impose 

27 penalties pursuant to section ~22.58, both retroactively to 

28 p:.\rchc:ses made after the date of application and prospectively 

29 until the department gives notice to the purchaser that a '-2.X 

30 or additional tax is due, for failure cO remit any tax due 

31 which is in excess of a determination made under tilis section. 

32 A determinatio" made by the department pursuant to thLS 

33 subsection does not constitute an audit for purposes of 

34 section 422.54. 

35 d. IE the circumstances change and the fuel IS used or 
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1 disposed of by the purchaser in a nonexempt manner, the 

2 purchaser is solely liable for the taxes and shall remit the 

3 taxes directly to the department in accordance with subsection 

4 3. 

5 e. The purchaser shall attach documentation to the fuel 

6 exemption certificate which is reasonably necessary to support 

7 the exemption for fuel consumed in processing. If the 

8 purchaser files a new exemption certificate with the seller, 

9 documentation shall not be required if the purchaser 

10 previously furnished the seller with this documentation and 

11 substantial change has not occurred since that documentation 

12 was furnished or if fuel consumed in processing is separately 

13 metered and billed by the seller. 

14 f. In this section, "fuel" includes gas, electricity, 

15 water, heat, steam, and any other tangible personal property 

16 consumed in creating heat, power, or steam. In this section, 

17 "fuel consumed in processing" means fuel used or disposed of 

18 for processing including grain drying, for providing heat or 

19 cooling for livestock buildings or for generating electric 

20 current, or consumed in self-propelled implements of husbandry 

21 engaged in agricultural production. In this subsection, "fuel 

22 exemption certificate" means an exemption certificate given by 

23 the purchaser under penalty of perjury to assist retailers in 

24 properly accounting for nontaxable sales of fuel consumed in 

25 processing. In this subsection, "substantial change" means a 

26 change in the use or disposition of tangible personal property 

27 and services by the purchaser such that the purchaser pays 

28 less than ninety percent of the purchaser's actual sales tax 

29 liability. A change includes a misstatement of facts in an 

30 application made pursuant to paragraph "c" or in a fuel 

31 exemption certificate. 

32 Sec. 3. Section 422.52, subsection 6, paragraph a, Code 

33 1987, is amended to read as follows: 

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

35 division to the retailer required to collect the tax, then in 
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1 addition to all of the rights, ob1igations~ and remedies 

2 provided, the tax is payable by the purchaser directly to the 

3 department, and sections 422.50, 422.51, 422.52, 422.54, 

4 422.55, 422.56, 422.57, 422.58 and 422.59 apply to the 

5 purchaser. For failure, the retailer and purchaser are 

6 liable, unless the circumstances described in section 422.47, 

7 subsection 3, !,a!'a~!'aphs paragraph "b" and or "e" or 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

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 lhis 

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 i.nformation required by this Act to 

be in a fuel exemption certificate. 
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SENATE N1ENDMENT TO HOUSE rILE 682 
!!-4'364 

Ame:ld House File 682 as ame:lded, passed, and 
2 ~eprinted by the Hcu~e, as :ollcws; 
3 ~. Page 1, by illSC:ti~g ~efo[e lil1e 1 the 
4 following: 
C) "Sec. Sec!::::;! '::22.::'3, ':':',:ce ':"9G~i. is _:::r:l-.::~d~d 
,.. -.... ;.:. :>--:'.~:r'] ':"':-'Ie f.ol:",:.·.·.'~ns ::-:',; ~.,;.-.-~.·_'c:_,..:;·:;. 

. . - . ::.: ... ;:cc;;r,e L,;[-;,cer ~;.l:' 
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12 request per~isS10~ ~ro~ t~e director to f~le a 
13 composite ret~rn for th~ nO~resident partnet5, 
14 beneficiaries, and s:1areholders, T~e director ~ay 
15 grar.t per~ission to file or require that a compos::e 
16 return be filed under the cO:1ditions deemed 
17 appropriate by the dlrector, A partnership, tr~st, Or 
18 corporati00 filir.g a co~posite :eturn :5 liable for 
:9 ~ax required to be shown due or. :he return. Ail 
20 powers of the director and requ:rements of the 
21 d:rectot apply to returns :ilec unde~ th:s subsection, 
22 :r.c~udi:lg but :lot ll~~,ed :0, the provisions of this 
23 division a~d div~sion v: o! this chapter." 
24 2. Tit:e oaae, !:~e 1, bv :~ser::~c after :ne 
25 wo:d "co" t!1e" fOl':o,,:ing: '!c~r~alr. state taxes by 

~
2.6 allowi~9 composite ~etu~ns to be Ei:ed for 
77 i1c;-}reside:".ts :0::: i:".corr.e tax 9:;r~oses anc p::ovidir:g for 

" 28 fuel". 
li-4364 ,:'rr,ED I'.AY 9, 1987 ~EC:::IVED FRO!~ TEE S£:,,\TE 
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1 Section 1. Section 422.47, subsection 3, paragraphs a and 

2 b, Code 1987, are amended to read as follows: 

3 a. The department shall issue or the seller may separately 

4 provide exemption certificates in the form prescribed by the 

5 director to assist retailers in properly accounting for 

6 nontaxable sales of tangible personal property or services to 

7 purchasers for purposes of resale or for processing, except 

8 fuel consumed in processing. 

9 b. The sales tax liability for all sales of tangible 

10 personal property and all sales of services is upon the se:ler 

11 and the purchaser unless the seller takes in good faith from 

12 the purchaser a valid exemption certificate stating under 

13 penalties for perjury that the purchase is for resale or for 

14 processing and is not a retail sale as defined in section 

15 422.42, subsection 3, or unless the seller takes a fuel 

16 exemption certificate pursuant to subsection 4. If the 

17 tangible personal property or services are purchased tax free 

18 pursuant to a valid exemption certificate which is taken in 

19 good faith by the seller, and the tangible personal property 

20 or services are used or disposed of by the purchaser In a 

21 nonexempt manner, the purchaser is solely liable for the taxes 

22 and shall remit the taxes directly to the department and 

23 sections 422.50, 422.51, 422.52, 422.54; 422.55, 422.56, 

24 422.57, 422.58, and 422.59 shal: apply to the purchaser. 

25 Sec. 2. Section 422.47. Code 1987, is amended by adding 

26 the following new subsection: 

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

28 seller may separately provide fuel exemption certificates in 

29 the form prescribed by the director. 

30 b. The seller may accept a completed fuel exemption 

31 certificate, as prepared by the purchaser, for f~ve years 

32 unless the purchaser files a new completed exemption 

33 certificate. If the tangible personal property or services 

34 are purchased tax free pursuant to a fuel exemption 

35 certificate which is taken by the seller, and the tangible 
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1 personal property or services are used or disposed of by the 

2 purchaser in a 

3 liable for the 

4 the department 

5 422.55, 422.56, 

6 purchaser. 

nonexempt manner, the purchaser is solely 

taxes, and shall remit the taxes directly to 

and sections 422.50, 422.51, 422.52, 422.54, 

422.57, 422.58, and 422.59 shall apply to the 

7 c. The purchaser may apply to the department for its 

8 review of the fuel exemption certificate. In this event, the 

9 department shall review the fuel exemption certifica,e within 

10 twelve mont~s from the date of applicat~on and determine the 

11 correct amount of the exemption. If the amount determined by 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

the department is different than the amount that the purchaser 

claims is exempt, the department shall promptly notify "he 

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 

dete:mination of exemption by the department is f:nal unless 

the taxpayer appeals to the director for a revision 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 

23 correct exemption and notify the taxpayer of the decision by 

24 certified mail. The decision of the director is final unless 

25 the taxpayer seeks judicial review of the director's decision 

26 under section 422.55 within thirty days after the postmark 

27 date of the notice of the director's decision. Unless there 

28 is a substantial change, the department shall not impose 

29 penalties and interest pursuant to section 422.58, both 

30 retroactively to purchases made after the date of application 

31 and prospectively until the department gives notice to the 

32 taxpayer that a tax or additional tax is due, for failure to 

33 remit any tax due which is in excess of a determination made 

~ 34 under this section. A determination made by the department 

35 pursuant to this subsection does not constitute an audit for 
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1 purposes of section 422.54. 

2 d. If there is a substantial change and the tangible 

3 pe:sonal property or services are disposed of by the purchaser 

4 in a nonexempt manner, the purchaser is solely liable for the 

5 taxes and shall remit the taxes directly to the department in 

6 accordance with subsection 3. 

7 e. The purchaser shall attach documentation to the fuel 

8 exemption certificate which is reasonably necessary to support 

9 the exemption for fuel consumed in processing. Documentation 

10 shall not be required if the purchaser previously furnished 

11 the seller with this documentation and substantial change has 

12 not occurred since that documentation was furnished Or if fuel 

13 consumed in processing is separately metered and billed by the 

14 seller. 

15 f. In this section, "fuel consumed in processing" means 

16 tangible personal property consumed as fuel in creating heat, 

17 power, or steam for processing including grain drying, for 

18 providing heat or cooling for livestock buildings or for 

19 generating electric current, or consumed in self-propelled 

20 implements of husbandry engaged in agricultural production. 

21 =~ this subsection, Ilfuel exe~ption certificate'l means an 

22 exemption certificate given by the purchaser under penalty oE 

23 perjury to assist retailers in properly accounting Eor 

24 nontaxable sales of fuel consumed in processing. In this 

25 subsection, "substantial change" means a change in the use or 

26 disposition of tangible personal property and services by the 

27 purchaser such that the purchaser pays less than ninety 

28 percent of the purchaser's actual sales tax liability. A 

29 change includes a misstatement of facts in an application made 

30 pursuant to paragraph "c" or in a fuel exemption certiEicate. 

31 Sec. 3. Section 422.52, subsection 6, paragraph a, Code 

32 1987, is amended to read as follows: 

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

34 division to the retailer required to collect the tax, then in 

35 addition to all of the rights, obligations~ and remedies 
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, provided, the tax is payable by the purchaser ~irecc~y to the 

2 department, and sections 422.50, 422.51, 422.::, 422.54, 

3 422.55, 422.56, 422.57, 422.58 and 422.59 app:; :0 the 

4 purchaser. For failure, the retailer and purch2~er are 

5 liable, unless the circumstances described in ~=c~ion 422.47, 

6 subsection 3, l'!H·fI~l."fI~"!! EaragraEh ub tl fI!'!a or ·'e u or 

7 subsection 4 , DaragraEh "b" or tld lt are appl:c::Jle. 

8 Sec. 4 . Section 422.42, subsectior: ., C::de 1987, is -, 
9 amended to read as follows: 

10 3. "Retail sale" or "sale at retail" means the sale to a 

~~ consumer or to any pe:son for any purpuse, ether t~an for 

~2 processing, for resale of ta~g:ble pe~sor.al property or 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

taxable services, or :or 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 domest~cated fowl, or co",""e:cial, fertilizer, 

agricultural limestone, or herbicide, pes:icide, insecticide, 

food and medication and agricult~ral drain t:~e and 

installation thereof which are to be used in disease control, 

weed control, insect control, or heal:h p:crnc:icn of plants or 

livestock pr~duced as part of agricu~tura: produc~ion for 

23 market, and does not include electricity, stea~ or any taxable 

24 service when purchased and used in the processing of tangible 

25 personal property intended to be sold ultimately at retail. 

26 When used by a manufacturer of food products, electricity, 

27 steam, and other taxable services ar~ sold for processing when 

28 used to produce marketable food products for human 

29 consumption, including but not limited to, treatment of 

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

31 produce the food product, maintenance of quality or incegrity 

32 of the food product, changing or maintenance of temperature 

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

'. 34 in marketable condition, maintenance of environmental 

35 conditions necessary for the safe or efficient use of 

-4-
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1 machinery and material used to produce the food product, 

2 sanitation and quality control activities, formation of 

3 packaging, placement into shipping containers, and movement of 

4 the material or food product until shipment from the building 

5 of manufacture. Tangible personal property is sold for 

6 processing within the meaning of this subsection only when it 

7 is intended that the property will, by means of fabrication, 

8 compounding, manufacturing, or germination become an integral 

9 part of other tangible personal property intended to be sold 

10 ultimately at retail, or will be consumed as fuel in creating 

~l heat, power, or steam for processing including grain drying, 

:2 for providing heat or cooling for livestock bui:dings or for 

13 generating electric current, or be consumed in self-propelled 

14 implements of husbandry engaged in agricultural production, or 

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

16 which is directly used and is consumed, dissipated, or 

17 depleted, in processing personal property which 1S intended to 

:8 be sold ultimately at retail or associated with an enumerated 

19 service, and which may not become a component or integral part 

20 of the finished product. The distribution to the public of 

21 ~ree newspapers or shoppers guides is a retail sale for 

22 purposes of the processing exemption. 

23 Sec. 5. Section 422.45, subsection 19, Code 1987, is 

24 amended to read as follows: 

25 19. The gross receipts from the sale of property which is 

26 a container, label, carton, pallet, packing case, wrapp1ng 

27 paper, twine, bag, bottle, shipping case or other similar 

28 article or receptacle sold to retailers or manufacturers for 

29 the purpose of packaging or facilitating the transportation of 

30 tangible personal property sold at retail or associated with 

31 an enumerated service. 

32 Sec. 6. This Act takes effect on January I, 1988. Any 

33 valid exemption certificate, as defined in section 422.47, 

• 

~ 

34 subsection 3, Code 1987, given for fuel consumed in processing ~ 
35 and accepted by a seller prior to the effective date of this 
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1 Act shall be deemed a fuel exemption certificate, as defined 

2 in this Act, for five years from the date the seller accepts 

3 the valid exemption certificate, if that valid exemption 

4 certificate contains all information required by this Act to 

5 be in a fuel exemption certificate. 

6 EXPLANATION 

7 The bill provides for issuing ar.d accepting fuel exemption 

8 certificates for the processir.g ex~~~tion of the sales and use 

9 tax, and further defines retail sale as it applies to 

~O processing activities associated with an enumerated serVlce. 

11 T~e bill takes effect January 1, 1988. 

12 

13 

14 

15 

16 

17 

:8 
19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 
,. 34 

35 
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HOUSE FILE 681 

AN ACT 

RtLATING TO C£Rr~IN STATE TAXES BY ALLOWING COMPOSITE RETURNS 

TO BE fILED tOR t.,'OlJRESIDENTS FOR INCOXr: "rAX PURPOSES AND 

PROVIDING rOR fUEL EXEMPTION CERTIfICATES UNOER THE STATE 

SALES, SERVICES, AND USE TAX AND PROVIDING AN EFFECTIVE 

DATe:. 

BE IT" £NAC'I'ED Bt THE Gf.NERAL ASS[P.8L'i Ofo' THE STATE OF IOWA: 

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

NEW SUBSECTION. 5. Notwithstanding subsections. 1 through 

4 and sections 427.15 and 422.36. a partnership. trust, or 

corporation whosp. stockholders are taxed on the corporation's 

income under the provisions of the Internal Revenue Code is 

entitled to reque~t permission from the dlrector to file 3 
co~posite return for the nonresident partners, beneficiari~s. 

and shareholders. The director ~ay grant permission to file 
or require that a composite return be filed under the 

conditions deemed appropriate by the director. A pal'tner'Ship. 

trust. or corporation filing a composite return is liable for 

tax required to be shown due on the return. All powers of the 
director and requirements of the director apply to returns 

filed under this s\lbs~ction, including but not limited to, th~ 

provisions of this division and division VI of this chapter. 

Sec. 2. Sec~ion 41.2.4'1. !'!oubsection ), pacaqr,aphs a and b, 

Code 1987, are .lmel~dt!d to read as tollow!;; 

<1. The departr,'ent shall iS5ue '.)r the ::.eller may s(,pd.rdtl'~Y 

provid@ exempt:on certificates in th~ form pr~scribed hy th~ 

dlrector to assist retailers in properly dc~()untinq for 
n()ntaxilble salps of tanq1blp pprsonal property or services to 

p\lrch<\~I~r:; ~()r pvrpos~s of rp$,llf! !":f tor pr~)ces$iJlg.! .. ~x_q.eJ?t 

t.l!~_~ ::.::-n!;\lmpd IF=--Frol';"o>:s51nq. 

• • 
House File 682. p. 2 

b. The sates tux liability for all sales of tangible 

personal property and all sales of ser'/lces i.s upon the seller 
and the purchaser unless the seller takes in good faith fro~ 

th~ purchaser a valid exenption certificate stating under 
pen.1lties for perjury that the purchase is for resale or for 

processing and is not a retail sale as defined in section 

422. ';2, subsect ion 3. or unles.s_ the seller takes _a._!.I!.~.~ 

exemption certif.;.cclte purs1.!~nt to subsecti.on~. It the 
tangible personal property or services are purchased tax free 

pursuant to a valid pxemption certificate which is ta~en in 
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, 422.5~, 422.55, 422.56. 

422.57, 422.58. and 422.59 shall apply to the purchaser. 
Sec. l. Section 422.47. Code 1987, i.s amended by adding 

the following new subsection: 
»f.':l .. ~U8~~~~ION. 4. d. "The department shall issue or the 

seller may separately provide fuel exe~ption certificates In 

the form prescribed by the director. 
b. The seller :nay accept a completed fuel exe:TIptiol\ 

c~rtificatp.. as prepared by the purchaser. tor five years 

unless the purchaser files a new completed exemption 
cenific:ate. If the fuel is purchase(\ tax free pursuant to a 

fuel vx~mption certificate which is taken ~y the seller, and 
the fuel is used or disposed of by the purchaser In d 

nonexe~pt mannpr, th~ purchaser is solely liable for :he 

taxe~, and ~hal1 remit th'! taxes ~ir~ctly to the department 

a:ld !;<;:C'tions ~?2.;O, 422.51. .. n.~)2, ~22.5L 422.55, 422.56. 

422.S7. ~22.Sa, and ~22.59 snail apply to the purchaser. 

C'. The purchaser may apply to t.he dt~p.,rttnent for 11:S 
reVl~W of the tupl ex~mption certificate. In this event. tne 

ri~p~rtmt!nt ~h&~l reVieW the t~~l exemption cert,if1~at~ within 
t·.J,.'l\,1.! "TIol\t.hs f:'o:n ",tlt~ (\,)t.t' :)f ,'ppllC"\~,IO;'l and Jet . .:·r":!"!!..' t~e 

:I: 
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correct "m<")·.J:)t .~t ,;;,<: ex~rrpt1(.':I. I: :he a~sunt deterrn1~c~ by 

the department .S oifCerent U·.,)~ the ano .... rH. tl'.at th~ pUCCh.l5t:; 

c~aifPl!'> is exer,p:, t:<e cep"ct:n~~r.~ :;1'311 pr~w~·.ly ;"'Ioti!y thf! 

pucctla~er of t~e de:er~~:ldtion. f".1i.lu,,~ of t.t'.P. dp.p~' :II\L~nt 

:n,lke a ce:.er:-nlratic:1 within ,=",pl<,.·e ;n0:1~.;'S {c,:,.:tl t~e date -:;.[ 

applicat:on sha!l CO:lSt1t~t~ a Jeter~~nati0~ t~at the fu~: 

exewpt~o~ ce:t~~icate ~s correct as 5u~mitted. A 

to 

dete-r!'",;,nation 0: excmption b:' t)le d('p~l"tmellt is fInal \J:"I:~s;,; 

the purchdse: 4;peal~ to th~ director for a revision of the 

det~:~i~atLon ~~thin thi:ty days aftet the pOStrratk date o~ 

th£ notice of d!!terni~c1ticn. The di'~c::or :;hi\l1 qrd.nl: c1 

heari;'lq, <In<! ·.l~n the hearing t(iP. director ~!)a~l o.!et~~mine the 

C0rrp.ct ex~rr.p:ion and notify the PlltCtM5L't at tne <:Iecisior. by 

m'ld. -:'I',(! dec:sion of ':he dir.:~ctor i!> fi:)al \1;""Ilcss the 

purcha~e: seeks judicial revi~~ of th~ directoc's decision 

under section 422.55 Within thirty days afte: the postratk 

d.ltp. of the not'.ce of the dire-ctot'S 'jec:si.on. Unless tt~~rp. 

is a suostanti.1l chanqe, the departme~t sha~l not ~mpose 

p~nalties pursuant to section 422.58, both retro.1~tively to 

purchases nacie af~er the ~ate of d~plication and prosp~ctively 

until the 6p.pa,:~en~ giwes ~OtlCC to the p~rchas~r that d t.1X 

Or additional tax is due, for !ail .... re to rc~it any tax due 

wt-,ich is in e:-:c{'ss of a de'.:er"'in~ti')n na1e u:H~er this. sec~.io;""l. 

K deter:nin,\tion .noide b~' the d~?..lrt.;ni.'::t pu(sualll.: to th.i:; 

suhsectlo~ dClcs n~: c0~stitu=c an ~udit fc)( r'lrposcs cf 

a<:'Cll:)n ·122.54. 

d. Ii th~ C-:'C-11mSta~~p!; cha~ge .1~d ~hc ~u~l 1S use~ or 

di"!>?:lse1 ('f ':"Y ·.he p~)fcr\tlS~: :;""1 <.I I\~~n'~xempt W"r~n~~, tn02 

p~)(C!'a!;e: 15 s:<~~y liilbl~ fet t:I~\~ :,,, ... .,s ?.rvj s(),lL "':01: :;l(~ 

t.axe:. o:rL·ct.ly :.) T.:'" C~~".I·t:r,C:~. 1n l(:C(HJ.!rh·C: '~'. ;, S;:b:>N~T:i:)1\ 

.~. -:I'e ~'~i",~'"'"!;t~: "'.d.l .1:1.1(:1'. d:)-:'/fTI(.·r:~,l~.I·.)n ~.) : .. re fIle: 

\~;.:er·~~t~·):,· c(>:t.:~c,~:~ ·J'~.cl': 1:; i"\~,\~,'.,\bli n(~·:.·~,.:>,l~,:" \: ~;U,)f'()t~ 

T:f'(' e,<mll!=-r _(..r. [:1-: iu'~l ccr:~iuf"·~~,j ~n :):·.Ct~'.:::,.·):. 

P(..1"ct·,asp; f:.l,-~s ,I ':'!'" e:<!~mpt.l(:.~. ('C'-::.! .Ci\"" .,,~: 

~. t".t' 

;) (> ~~ t: I . (. i" , 

• 
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doc· . .:r.(-:'t.."tio~ sh,lll not be requ~red if :he purchaser 

pceviv.)sly fUrnIshed the s",ller :.tlth tnis doc-urr.entation and 

sub:>t.;nti,ll change has n~t occurred since that documentation 

· .. ·a!; ~urni3~t.·d or if fuel con!;u:ned in processing is !Separately 

~etpred and bi.ll~d by the sel!er. 

f. In this !;@ction. "fuel" includes qas, electricity, 

wa:er. ~~at. ~team. dnd dny other td~qible persondl property 

t;cns'JmeJ ~n creJ.t ir.q hea~ .• p::"A'cr, 0: s.team. 1n thi.s section. 

"hlP.l consult".ed ~:"l procc~ssinq" Cieans fuel \lsed or disposed of 

for proc~:.i,;ing irt..:'~u<linq qr.1,in dq'lllS", for providing heat or 

coo~lng tor ~ivestock buildinq5 or for generatlnq electric 

':\Irrer\t, or cons'J:neu in sclf"propellpd i:nplements of husban1ry 

e~qaq~d in a9r!cul:~ral production. !~ this subsection. "fuel 

exe:";"lpt~on certi:lc,1':.e" tr.eaC'l:> an ex~n?t~:)" certificate qiver. by 

the p~tchaser ~~dc: penalty of perjury to aSS1st retail~rs i~ 

prQpedy accolJr\ting for nontaxable <:>a'es of fuel consumed in 

?rOCesslng. !~ this subsection, "su~stanti~l change" ~eans a 

chanqe i.n the use or disposition ot tangible person,11 property 

and serV1ces by the 9urch8ser such that the yurChaS~r pays 

less than ninety percent of the p1lrchaser'g dc':.ual sales ta~ 

~iaDlII~y. A ~hdnqe Lncludes a mi5statement of facts in an 

ap?licat~or, rn.adp. pursuant to paragrd?h "c" or in a fuel 

ex~mpt~on c~rtif~cate. 

$e::. 4. Spc:'.:io:"l 42'2.52. subsection ~, paragraph a. ~ode 

1981, :5 amended to read as ~ollo~s: 

,;. !f d purCI'.a;;oet t ... ils C,) Pdy tox lmpoo;ed or tn.is 

dlvl~lon tCl th~ :etaile: required to collect th~ ta~, th~n 1n 

~ddit:cn :c al~ 0~ t~e riq~ts, ob~igations~ and :em~dies 

?ro~'I':(:O, tilP t3X i$ p~-'I}'.;bi~ t-, :he pUrChd5p.r d:I"Pc'::ly to r.he 

dL~?'H~-:'t::'.~., d:-.d so?:cti.ont. r.22.')0, .~22.S1, ol22.')2, <122.<;':', 

422.~S, 422.~6, ~21.;7, 122.~q and ~22.S9 apply ~o t~e 

;':lHt"'a:.{:! . F~' ~ailurc!, th~ [~ta1lcr ,Ind purchase: are 

:l~lll~. lr~:O?:S!i t~e ~lrc~~st~nc'!s des~ri~ed tn se~t~on 422.~7, 

>:,,1":1-"('1:'.1:)') L !!!\:'"!\~t'!lrr"'1 r-il.~.~<jr,l~' "0' e~d ~ "c" .1: 

~V)'.t'c· .. ()r .J ... l"!:.~"3rtl.i2.!! "b" <:1" "0" a:e '\PpllC,,":)j.~. 
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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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