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Section 1. Section 422.42, Code 1995, is anended by addi ng
the foll owi ng new subsecti ons and renunbering current
subsections as necessary:

NEW SUBSECTION. 1. "Agricultural production"” includes the
producti on of flowering, ornamental, or vegetable plants in
comrer ci al greenhouses or otherwi se. "Agricultural products”
i nclude flowering, ornanental, or vegetable plants.

NEW SUBSECTI ON. 2A.  "Farm nachi nery and equi pnent" neans
machi nery and equi pnent used in agricultural production.

Sec. 2. Section 422.42, subsection 11, Code 1995, is
amended to read as foll ows:

11. "Retail 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
taxabl e services, or for resale of tangi ble personal property
in connection with taxable services; and includes the sale of
gas, electricity, water, and comunication service to retai
consuners or users; but does not include agricultural breeding
I ivestock and donesticated fow ; and does not include
comrercial fertilizer, agricultural |inestone, herbicide
pesticide, insecticide, food, nedication, or agricultura
drain tile, including installation of agricultural drain tile,
any of which are to be used in disease control, weed control,
i nsect control, or health pronotion of plants or |ivestock
produced as part of agricultural production for market; and
does not include electricity, steam or any taxable service
when purchased and used in the processing of tangible persona
property intended to be sold ultimately at retail. Wen used
by a manufacturer of food products, carbon dioxide in a
liquid, solid, or gaseous form electricity, steam and other
taxabl e services are sold for processing when used to produce
mar ket abl e food products for human consunption, including but
not linmted to, treatnent of material to change its form
context, or condition, in order to produce the food product,
mai nt enance of quality or integrity of the food product,
changi ng or mai ntenance of tenperature |levels necessary to
avoi d spoilage or to hold the food product in nmarketable
condi tion, maintenance of environmental conditions necessary
for the safe or efficient use of machinery and material used
to produce the food product, sanitation and quality control
activities, formation of packagi ng, placenment into shipping
cont ai ners, and novenent of the material or food product until
shi pnent fromthe building of manufacture. Tangi bl e persona
property is sold for processing within the neaning of this
subsection only when it is intended that the property will, by
nmeans of fabrication, conpounding, nmanufacturing, or
germ nati on beconme an integral part of other tangible persona
property intended to be sold ultimately at retail; or will be
consuned as fuel in creating heat, power, or steamfor
processing including grain drying, or for providing heat or
cooling for livestock buildings or for greenhouses or
buildings or parts of buildings dedicated to the production of
flowering, ornanental, or vegetable plants intended for sale
in the ordinary course of business, or for generating electric
current, or in inplenents of husbandry engaged in agricultura
production; or the property is a chem cal, solvent, sorbent,
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or reagent, which is directly used and is consuned,

di ssi pated, or depleted, in processing personal property which
is intended to be sold ultimately at retail or consuned in the
mai nt enance or repair of fabric or clothing, and which nay not
beconme 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
exenpti on

Sec. 3. Section 422.45, subsection 39, paragraphs a and c,
Code 1995, are anended to read as foll ows:

a. The inplenment, machinery, or equipnent is directly and
primarily used in livestock or dairy production or in the
production of flowering, ornamental, or vegetable plants.

c. The replacenent part is essential to any repair or
reconstructi on necessary to the farm machinery's or
equi pnment's exenpt use in livestock or dairy production or in
the production of flowering, ornanental, or vegetable plants.

Sec. 4. Section 422.47, subsection 4, paragraph f, Code
1995, is amended to read as foll ows:

f. In this section, "fuel" includes gas, electricity,
wat er, heat, steam and any other tangible personal property
consumed in creating heat, power, or steam In this section

"fuel consuned in processing" nmeans fuel used or disposed of
for processing including grain drying, for providing heat or
cooling for livestock buildings or for greenhouses or
buildings or parts of buildings dedicated to the production of

flowering, ornanental, or vegetable plants intended for sale
in the ordinary course of business, or for generating electric

current, or in inplenents of husbandry engaged in agricultura
production. In this subsection, "fuel exenption certificate"
means an exenption certificate given by the purchaser under
penalty of perjury to assist retailers in properly accounting
for nontaxabl e sales of fuel consuned in processing. In this
subsection, "substantial change" neans a change in the use or
di sposition of tangible personal property and services by the
purchaser such that the purchaser pays |ess than ninety
percent of the purchaser's actual sales tax liability. A
change includes a m sstatenent of facts in an application made

pursuant to paragraph "c" or in a fuel exenption certificate.
EXPLANATI ON

This bill defines "agricultural production” and
"agricultural products" to include the production of
flowering, ornamental, or vegetable plants for the purpose of
the state sales tax. The bill defines "farm machi nery and
equi pnent” as machinery and equi pnent used in agricultura
production. The bill exenpts from sales taxation fuel used to
provi de heat or cooling for greenhouses and buil di ngs

dedi cated to the production of flowering, ornanental, or
vegetabl e plants intended to be sold in the regular course of
busi ness and non-sel f-propell ed machi nery and equi prent used
in the production of flowering, ornamental, or vegetable
plants. Present |aw exenpts only fuel used to heat or cool

i vestock buil dings and non-sel f-propelled machi nery and

equi prent used in livestock or dairy production.
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