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SENATE FILE c9i Js-
BY COMM:TTEE ON WAYS AND MEE\NS 

01"-P"-'-v-....ii. (;f. rt- .:~ ) 
• J 

(SUCCESSOR TO SSB 2004) 

Passed Senate, Passed Hm;se, 

Vote: Ayes Nays _;: __ Vote: Ayes Nays ., ____ -.. _______ _ 
Approved O.c~:-~< f ,..:{/ __ 1 c; -:::~" . . 

A BILL FOR 

An A~" yc relating to state income taxation by exempting certai:i 

bonds ar.d r:otes isst:ed by the agricultural development 

authority ar.d providing a retroactive applicability date. 

BE -'1' .L~ ENACTED BY THE GENERAL ASSEMBLY OF THE STA'!'E OF IOWA: 

-

TLSB 7496S\' 73 



y- ' _j'/ 

S.F ~ ~~ F-Lr:'. 

SPc[icr~ 1. s~ctlcn 422.7, subsection 1.9, Code Supplcme~t 

2 l989, js amended to read as follows: 

3 ~ ~1. Si.lbt ract interest earned or: bonds ana ~o:es is~;Lted by 

~ t~e a;ri~:;J~tural development authority as provi~ed in sect~on 

J 175.:7, sGbsection 107-te-the-ex~e~t-t~e-~~teres~-~s-~ne~tlded 

Sec. 2. Section 422.35, stabsection 13, Code Supplement 

8 1989, is amended to read as fo!.lows: 

S lJ. Subtract ~he interest earned from bonds and notes 

l) issued by the ag~icultural development authority as provided 

11 ln section 175.17, subsection 10 7 -te-the-exte~~-~he-i~terest 

12 ~3-±Meitlded-~M-rederel-taxable-~Meome. 

13 Sec. 3. 

14 This Ac: 1s retroactively applicable for tax years 

15 beginning on or aEter January l, 1989. 

16 EXPLANATION 

17 This bill provices that interest on obligations issued by 

18 the agricultural development authority for its beginning 

19 farme~ loan progra~ is exempt from state income tax notwith-

20 standing the fac~ that they are exe~pt ~rcre federal 1ncome 

21 taxes. Current law makes such obligations exemp: from state 

22 income tax only :o the extent that the interest is included in 

23 federa1 taxab~e income. The bill is retroactive~y effective 

24 for tax years beginning on oc after January l, 1989. 
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HOUSE C~IP SHEET APRIL 6, 1990 

SENATE FI~E ~115 
FISCAL NOTE 

Page 76 

A fiscal note for Senate File 2115 is he~eby submitted pursuant to Joint ~ui~ 
17. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

Senate File 2115 1s written to exempt interest income on obli~ations issued by 
the Iowa Agriculturai Development Authorities beginning farmer loan program 
from Iowa individual or corporate income tax. 

Fiscal Effect 

There lS no fiscal effect since this interest was exempted from Iowa's sta:e 
1ncome taxe~ by the amendment of Section 175.17 of the Iowa Code, by Senate 
rile 423 during the 1989 session. --· ·---

Source: Department of Revenue and Finance (LSB 7496s~. POD) 

FILED APRIL 5, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR 
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SENATE FILE o<~~~~-

BY (PROPOSED DEPARTMENT OF 

AGRICULTURE AND LAND 
STEWARDSHIP BILL) 

Passed Senate, Date Passed House, Date 

Vote: Ayes Nays Vote: Ayes Nays 

An 

BE 

Approved 

A BILL FOR 

Act relating to state income taxation by exempting certain 

bonds and notes issued by the agricultural development 

authority and providing a retroactive applicability date, 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.P. 

l Section 1. Section 422.7, subsection 19, Code Supplement 

2 i989, is amended to read as follows: 

3 19. Subtract interest earned on bonds and notes issued by 

4 the agricultural development authority as provided in section 

5 175.17, subsection 10;-to-t~e-extent-t~e-~nte~e~t-±~-~ne~ttded 

6 ~n-federei-adjtt~ted-g~eee-±neeme. 

7 Sec. 2. Section 422.35, subsection 13, Code Supplement 

8 1989, is amended to read as follows: 
9 13. Subtract the interest earned from bonds and notes 

10 issued by the agricultural development authority as provided 

ll in section 175.17, subsection 10,-te-t~e-extent-the-~nterest 

12 ~e-~neittded-±n-federei-texe~ie-ineeme. 

13 Sec. 3. This Act is retroactively applicable for tax years 

14 beginning on or after January 1, 1989. 

15 EXPLANATION 

16 This bill provides that interest on obligations issued by 

17 the agricultural development authority for its beginning 
18 farmer loan program is exempt from state income tax notwith-

19 standing the fact that they are exempt from federal income 

20 taxes. Current law makes such obligations exempt from state 

21 income tax only to the extent that the interest is included in 

22 federal taxable income. The bill is retroactively effective 

23 :or tax years beginning on or after January 1, 1989. 

24 BACKGROUND STATEMENT 

25 SUBMITTED BY THE AGENCY 
26 The interest on obligations issued by the Iowa agricultural 

27 development authority is currently subject to state income 
28 taxes. The obligations are exempt from federal income taxes. 

29 If the interest on the obligations were exempt from state 

30 income taxes, they would be a more attractive investment for 

31 Iowa investors, including commercial banks, contract sellers, 

32 and individuals. Several states grant a state income tax 

33 exemption for obligations issued ~o finance beginning and 

34 first-time farmer loans. The states of Nebraska and Colorado 

35 are two of the states granting :hese exemptions. 
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S.F. H.F. 

The 1986 Tax Reform Act reduced the attractiveness of 
investing in bonds issued by the authority for banks due to 

the loss of deducting the cost of funds from federal income 

taxes. A state tax exemption would restore some of this loss 

and make the local banks more willing to consider 

participating in the authority's loan program. Because of the 

7 size of first-time farmer loans (they average only $80,000), 

8 farmers are unable to access credit markets outside of the 

9 state of Iowa and must rely primarily on their local banks to 
10 make the loans. 

11 The fiscal impact on ~he state treasury would not be that 
12 significant if the bonds we:e state tax exempt. The authority 

13 has lssued bonds (in which the interest income was subjec~ to 

14 state income taxes) in the following amounts: 
, --=> 
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1986 

1987 

1988 

1989 

$ 573,097 

$ 821,300 

$ 5,990,361 

$13,007,746 as of October 23, 1989 
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;;:.NI\'IL :>: . .:. 2\:.'• 

/1.1~ ACT 

~~~I.A';'!NG ':"0 ST',\1'F. 1?-'CO~E T,'\XA'l'l0N H'{ t:X<.:..V.Ftl~~G C<'.RT,\:~: P'.)!~!>S 

MID N01'?S :SSIJI::~> fl:'i '!'HZ: ACRICi;J.-r!;;.•_,\f. OC.:1:!::.[.Qpv,t_:~t-r .\'..:'H\UL"l 

ASO PRO~IIli~; A RE?~OACTlV!: A?PI.ICAntLit~ D?tt. 

RF. 11' F:NACT::!l BY 'fllf GF.Nf.RAL ,'\SSf:;1:lL':' OF 1'HF. S'!.'A"!'t-: Ot' ~C',-1:\: 

SeL.·t. ion l. SE~Ction 4:"2,"7, £H,b~;ect.i<)/l 19, 1.:c•i•.~ '::>\lpplCr"l<..::>': 

1~89, i~; dli'~nded to re-.:.d as follo·.Ja: 

19. Sdbt.ract .inte-rest edrned on U:?n.-1:-, dnd nor:e~ i<.;:.:;ued by 

th~ .:.qricultural developmec1t auLhot·iry as provi~~d in n~c':ion 

1.1S.17, !>.Jb:;t,Ct ion 10 7 -t..,··tMI!'~f<!~ter-:t-ttu'! ·i:nt~t"~~t--t~ ·~rt"!i>jdf':f! 

1n-f~d~~~}·ed1u~t~d-~ro~~-tneo~~. 

S~c. 2. S~ction 421.3~. sub~~ctton 1], Cndf! S•tpple~ettt 

1989, i~; •~~rtded to read a5 folla~s: 

l. 3. S,ubtr.H.:t t.!1c intr.•I"Cl"'t ear:H~d f:o:n i:1011d:; .:nri notes 

isSL.t~d by ttl~ agl·ic:u1tural dt~vt."laprr:f:nt authC't"it.y .ots ;>rovideJ. 

~n ~~&:ti<Jn :7~.17, StJbeecli!ln lDy-to-th~-~~t~nt·the·tn~et"e~t 

t~-inei~~~d-tn-f~d~rei~taxabi~-tr':~e~~. 

4t • 
St>:ldtr: ~-~1~ ll.lS, p. l 

$(•C. ; ' 

1"1'· .• ::. }\l~t ;3 (l!trO:!~tCt i·.;cll' <Jj)~!l!C.iblt~ {c,;.( t<lX j'(•d:!:l 

b<••::.nr.i.:l<j :m cr .:.f:~r ,T,I:Hl,H'f l, 19il9 . 

.)1) ;.,;-.J;-l Z! .V,'•H:<\.v_,'l,~.' 

fr,~~i-1f:r:t. :;of t !lP ~;l~nat.f' 

D0:'.:AL:> ::. • .t\VEI~SON 

Spe>akt~r (~f th•: fiot;:;e 

I "nt~n·by ct~r~lf}' thdt thi:i bl;l or:gin.H.o:>d ir. tt·.~ S~-;n.\t~~ <tr<J 

~-:. \o:;")o>Nn .a:; Senatt! i'il.'~ 211~, S(:·~·e:lt'j··(·nit·~ Cr:n(•r.:tl A:-;~~r--r;hl'f. 

JOHN t'. :/Ni."I:R 

'PP«>ved ~.lt_{._, Scc:rotary of th~ S1!nat~ 

~99D 

TERR"i :; , BRi\~:sT,\0 

Goverr.or 

(/1 .., 
1\,) ... ... 
<11 


