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A BILL FOR 

1 An Act relating to the deduction of premiums received in 

2 connection with annuity contracts in computing the gross 

3 amount of premiums for purpose of the state gross premiums 

4 tax, requiring rel~ted reports by the commissioner of 

5 insurance, and providing applicable and effective dates. 

6 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S-5994 

Amend Senate File 2338 as follows~ 
1. Page I, by inserting after line 29, the 

following: .. 
"4. ,On an annual basis, prepare a report 

identifying the premium volume of nonqualified 
insurance annuities issued by domestic insurance 
companies dojng at least a volume of five million 
dollars per annum, and relating that to projections 
for increased volume of such sales." \' 

, 2. Page 1,- by inserting aft.er line 35l the 
following:' 

"Domestic insurance companies' shall cooperate 
with the conunissioner in providing information to 
develop the reports under this section." 

Filed April 14, 1988 ADOPTED 
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S.F. 

1 Section 1. Section 432.1, subsection 1, Code 1987, is 

2 amended by adding the following new unnumbered paragraph: 

3 NEW UNNUMBERED PARAGRAPH. In determining the gross amount 

4 of premiuml to be taxed, there shall be excluded all 

5 consideration received in connection with an annuity contract, 

6 whether or not such contract is qualified or exempt under the 
I 

7 federal In~ernal Revenue Code as now or hereafter amended, and 

8 all premiu1s returned to policyholders or annuitants during 

9 the preceding calendar year, except cash surrender values, and 

10 all divide ds that, during said year, have been paid in cash 

11 or applied in reduction of premiums or left to accumulate to 

12 the credit of policyholders or annuitants. 

13 Sec. 2. Section 505.8, Code 1987, is amended by adding the 

14 following ew unnumbered paragraph: 

15 NEW UNN MBERED PARAGRAPH. The commissioner shall do the 

16 following: 

17 1. By 

18 investment 

19 companles. 

1, 1988, prepare a report on the level of Iowa 

of Iowa domestic and nondomestic insurance 

20 2. By eptember 1, 1988, prepare a plan of action 

21 outlining he alternatives and incentives for increasing in-

22 state inve tments of domestic and nondomestic insurance 

23 companies. 

24 3. By uly 1, 1989, prepare a report on the number of new 

25 jobs added, new companies that have moved to or established 

26 subsidiari 

27 revenues r 

28 all annuit 

29 section 43 
5"ft1.;p , , 30 4 • The 

31 shall, UpOI 

32 house stan 

33 the house 

34 of the sen 

the state, and the approximate amount of tax 

suIting from the expanded deduction of premiums for 

contracts in computing the premiums tax under 

.1, subsection 1. I 

reports prepared under subsections 1, 2, and 3 

completion, be forwarded to the members of the 

ing committee on small business and commerce and 

tanding committee on ways and means and to members 

te standing committee on commerce and the senate 

35 standing c mmittee on ways and means. 
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1 Sec. 3. Section 1 of thiS Act is effective July 1. 1988, 

2 and applies to premiums ~or annuity contrdcts received on or 

J after that date for purposes of determi~ing the tax imposed on 

4 the gross amount of pren'~ms received during the 1988 and 

5 subsequent calendar yea~s. 

6 Sec. 4. Section 2 0: th:s Act is e:fective upon enactment. 

7 EXPLANATION 

8 Beginning with the 1988 calendar year. the bill allows the 

9 deduction of premiums for annui~y contracts received after 

10 ~uly 1. 1988. in determi~:ng g~oss prem:~ms for purposes of 

11 the gross premiums tax and not just t~ose premiums received 

J.2 from allnuity contracts which qualify ~~der certain sections of 

13 the federal income tax code. The bil: requires the insurance 

14 comm~ssioner to prepare repo[cs re:atinq to investmer~ts by 

15 irlsurdnce compilnies in ttle state, to d:ter~atives and 

16 irlcentives for increasi~g investments ~Il the state, and to the 

17 i,nc!""ease in jobs, tax ~e'Jenues, and ir.sll:.-ancp compan.ies i1S a 

18 ~esult of this bill. 
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fiLED APR 141988 STATE OF IOWA 

In compliance with 
for SENATE FILE 2338 
in developing tn,s 
Bureau to members of 

FISCAL NOTE 
SENATE FILE 2338 

Lsa No 
5 t8 H 10. "":"":"""'-_ 

a written request received April 13, 1988, 8 fiscal 
is hereby submitted pursuant to Joint Rule 17. Data used 
fiscal note are available from the Legislative Fiscal 

the Legislatu~e upon request. 

Senate File 2338 repeals the 2% tax on insu~ance premiums paid for annuities 
not qualified for a tax preference at the federal level. The 2% tax will no 
longer be collected on these premiums beginning July 1, 1988. 

The bilt a'.so requires the insurance cOrMIissioner to prepare reports relating 
to investments by ,nSurance companies ,n the state, to alternatives and 
incentives for increasing investments in the state, and to the increase in 
jobs, tax revenues, and insurance companles resulting from this bill. 

FISCAL EFFECT 

The annual reduction on ,nsurance premlum tax collections is estimated to be 
$1.7 million. 

Source: Department of ., ... '",~':lerce t Insurance Di vi sion 

sea rectot" 
Legis1atiye.~scal Bureau 

Date: <//IY; rff , 
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- New Language by the Senate 

Passed Senate, Date 4)dffY ,.>",,) Passed House, 

Vote: Ayes 'it Nays 

Approved 
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Vote: Ayes __ ~~~'~~ Nays ~o ____ __ 

1 An Act relating to the deduction of premiums received in 

2 connection with annuity contracts in computing the gross 
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amount of premiums for purpose of the state gross premiums 

tax, requiring related reports by the commissioner of 

insurance, 

IT ENACTED 

and providing applicable and effective dates. 

3Y THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Sf 2338 



S.P. H.F. 

1 Section 1. Sectlon 432.1, subsection 1, Code 1987, is 

2 amended by adding 

3 NEW UNNUMBERED 

the followi~g new unnumbered paragraph: 

PARAGRAPH. In determining the gross amount 

4 of premiums to be taxed, ~he,e shall be excluded all 

5 consideration rece:ved in connection with an annuity contract, 

6 whether or not such contract is qualified or exempt under the 

7 federal Internal Revenue Code as now or hereafter amended, and 

8 all premiums returned to policyholders or annuitants during 

9 the preceding calendar year, except cash surrender values, and 

10 all dividends that, during said year, have been paid in cash 

11 or applied 1n reduction of premi~ms or left to accumulate to 

12 the credit of policyholders or annuitants. 

13 Sec. 2. Section 505.8, Code 1987, is amended by adding the 

14 following new unnumbered paragraph: 

15 NEW UNNUMBERED PARAGRAPH. The commissioner shall do the 

16 followlng: 

17 1. By July 1, 1988, prepare a report on the level of Iowa 

18 investments of Iowa domestic and nondomestic ins~rance 

19 companies. 

20 2. By September 1, 1988, prepare a plan of action 

21 outlining the alternatives and incentives for increasing In-

22 state investments of domestic and nondomestic insurance 

23 companies. 

24 3. By July L, 1989, prepare a report on the number of new 

25 jobs added, new companies that have moved tc or established 

26 subsidiaries in the state, and the approxi~ate amount of tax 

27 revenues resulting from ~he expanded deduction of ?remi~~s :or 

28 all annuity contracts in computing the premiLlms ~ax under 

29 section 432.1, subsection 1. 

30 4. On an a~~ual bas~sf prepare a report ~denti~y~ng the 
= 

31 premium volume of nonqualified ~ns~[ance annuities issued by 
.-: - .. 

32 domestic insurance companies doi~q at least a volume of five 

33 i'" 0 • l' d '.' m L~l n co ~ars per annum, a~ relaclnq that ~o nro~ections 

34 tor increased vcl~me of such sales. 

35 5. The reports prepared under subsections ~, 2, and 3 
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S.P. t~1> H.P. 

1 shall, upon completion, be forwarded to the members of the 

2 house standing committee on small business and commerce and 

3 the house standing committee on ways and means and to members 

4 of the senate standing committee on commerce and the senate 

5 standing committee on ways and means. 

6 Domestic insurance companies shall cooperate with the 

7 commissioner in providing information to develop the reports 

8 under this section. 

9 Sec. 3. Section 1 of this Act is effective July 1, 1988, 

10 and applies to premiums for annuity contracts received on or 

11 after that date for purposes of determining the tax imposed on 

12 the gross amount of premiums received during the 1988 and 

13 subsequent calendar years. 

14 Sec. 4. Section 2 of this Act is effective upon enactment. 
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SENATE TILE 2338 

AN ACT 

flH,ATING 'ro -THE DEOUCTION 0, PRF'J1tuHS RECt:IVEO IN CONNECTION 

WITH ~NNUITY CONTRACTS IN COMPU~ING THE GROSS AHOUN7 OF 

PR~~IUMS rOR PURPOSf. OF THE STAT~ GROSS PREMIUMS TAX, 

REQUIRING RELA1'l'';O REPO~TS BY TUE COHHISSIOllf.R OF INSURANO:, 

AND PROVIDING APPLICA8L£ AND EFfEC71Ve: DATES. 

BE IT I:NACn:O 8'i THB GENERAL ASSE.:~8L),' OF T"HJ: STATE Of 100rll\: 

Section 1. Section 432.1. subsection 1, Code 1987. is 

c!lIlcnded by addil\g the follooolinq ne .... unnumbered parclqraph: 

~~!i' __ ~~~.tt.!!~I.!~_ PARAGRAPH. In detecnining the g'oss Jict\ount 

of preniums to be taxed, there shall be excluded all 

considerAtion received in connection with an annuity contract, 

\lhether or not SUCh contl'act is qualified or excr-pt under the 

Cede-roll Internal Revenue Cede as now or hereafter anl.·nded, i.wd 

all premiuns returned to policyholders or annuitants during 

the preceding collendac year, except cash !j.\;rrendec values, and 

• • 
Sen~te Pile 2)38. p. 

all dividends th.lt. durinq said ye.:lr, he\ve bep.n paid in cash 

or olpplied L, reduction of premiums or lett to eH:cumulatc to 

the credit of policyholders or annuitants. 

Sec. 2. Section SOS.8, Code 1987, is anended by addinq the 

followinq new unnumbered pardqraph: 

~~~._~Nt:U!o4BEREP_.?-A&,GRAPH. Th£' c;ort'::"Iissioner Shdll do the 

followinq: 

1. By July 1, 1988. prepare d report on the level of Io .... a 

investments of Iowa dOc:"lestic J.nd Ilondomestic i.nsurance 

companies. 
2. By September 1, 1988, prepare a plan o! action 

outlininq the alternatives and incentives !or increasing 1n­

state investnents of domestic and nondomestic insurance 

compantes. 

3. By July 1, 1989. prepare a report on the number of new 

jobs added, ne .... companies that have coved to or established 

subsidiaries in the state, and the appro~imate a~ount of tax 

revenues reSUlting frc:n the expanded deduction of premiums for 

all annuity contracts in computing the pl·emiull1s tax under 

section 4]2.1. subsection 1. 

4. On an annual basis, prepare a report identifying the 

premium volume of nonqualified insurance annuities issued by 

domestic insurance companies doinq at l~ast d volume of five 

million dollars per annum. and relating that to projections 

for increased volume of such sales. 

S. 7he reports prepared under subsections 1, 2. dnd 3 

shall, uPO" cOfl'lpl~tion. be torwarded to the ~,cmbers of the 

house standing coC".mittee on 5111a11 business and comr(>rcl~ and 

the housf!' 5tandinq COr""o'ni.ttee on ways J.nd means clnd to r.I(>l:"Ibers 

of the senate standinq cOIl'Jllittee 011 coc.m~rCE! .1nd the senate 

standinq conmittee on ~ays and means. 

Domestic i.nsurclnce c():npanies shall coopt'rate with the 

co::vni$s\o"er in ?rovidinq infcrrnat.l()n to develop the repoets 

u"d~c thiS ~~ction. 

Sec_ 3. Section 1 of tCl:S Act i~ eft~cti~~ July 1, L988, 

itnd .~pplit'~ t.o prpmiu:ns for ArlC'.'.lity cont:dc.-~:;. rl'ceivl'd CI: or 

aftt~~ :.r.a·_ d,\lc tor ?lJr!,,")si..':';' of d('t.,~rll'_i"lrlg l:-.e tax imp(;~"d on 

(J) 
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Senate File 2338, p. 3 

the gross amount of premiums received during the 1988 and 

subsequent calendar years. 

Sec. 4. Section 2 of this Act is effective upon enactment. 

JO ANN ZIMMERMAN 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 

r hereby certify that this bill originated in the Senate and 

is known as Senate File 2338, Seventy-second General Assembly. 

JOHN F. DWYER 

~ Secretary of the Senate 

Approved ~~~~~ ___ ' 1988 

TERRY E. BRANSTAD 

Governor 


