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Section I. ‘Section 422.61, subsectior 4, Code G991, g

ancoded by striging the subsecuisn and inserting in }ieu
thereof the follow:ing:

1. "Net Income” meuans fne net income of the financial
irstitution compated (n accordance with sectlon 422015, witn
the toillowing adiustmencs:

a. redera. income taxes paid or accrued shail 2ot be

b. Newwithstanding secticns 262.4)1 arnd 262.5., or a
ons of law, .‘ncome from obligations of the stare

I subdivisions and franchise “uaxes pald or

a
accrued under this division during the -axable year snall pe

c. Interest and dividends from federal securities shal:

(o)

nd dlvidends derived from chi.garions of

United States posseszsions, agencies, and instrumentallisies,
including bonds which were purchased after January i, 199,
and Issuyed by the governments of Puerto Rice, Guam, and the

Virgin [slands shall be addad, o the extent Lney were ot
included in compoting federal faxable income.

e. A deduction disallowed under section 265(b) or sectlen
291(e)(1){B) of the Interra. Revenue Code ahall he subtraczec.

Sec. 2. This Act applies to interest reccivec on or after
Jauly 1, 1991,

BXPLANATION

This bill requires the inciusion of interest and dividends
from obligaricns of possessions, agencies, and
instrumenzalities of the United Srartes nciuding bonds which
were opurchased after Januvary 1, 1991, ard iz2sued oy Puerto
Rico, Guam, or tre Jirgin Islands, o0 tre exten:t Lhe interest
and dividends are nct included ip computing uthe tedergl
taxable income oSf <he financial instirucion, The bll! app.ies

to inrterest receivesd on or afrer July L, 1390,
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SENATE FILE A4

ectfpovlearSrdtion 422.61, subsection 4, Code—1991, is
BY {PROPOSED COMMITTEE ON WAYS
amended by striking the subsection and inserting in lieu
AND MEANS BILL BY CHAIRPERSON
thereof the following:
] DIELEMAN)
4. "Net income" means the net income of the financial

institution computed in accordance with section 422.35, with

%he f%léowztg adJ%stments b 4 H 5

assed Sepate, Date asse use ate
Federa ?ncome-taxes“patd or acorued shall not be—

Nays Vote: Ayes Nays

subtfactg N

b. Nothtﬁgggggfgg‘3Ettions—?s27#1—anﬂ—?82751, or any
other provisions of law, income from obligations of the state
and its political subdivABYdsFOR franchise taxes paid or
accrued under this division during the taxable year shall be
Addédt relating to the franchise tax on financial institutions

and paveiditcand efied6ide dabdm.federal securities shall
BEt IBe ARG BYd THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

d. Interest and dividends derived from obligations of
United States possessions, agencies, and instrumentalities,
including bonds issued by the governments of Puerto Rico,
Guam, and the Virgin Islands shall be added, to the extent
they were not included in computing federal taxable income.

€. A deduction disallowed under section 265(b) or section
291(e){1l)(B) of the Internal Revenue Code shall be subtracted.

Sec. 2. This Act applies to interest received on or after
July 1, 1991. '

EXPLANATION

This bill requires the inclusion of interest and dividends

from obligations of possessions, agencies, and

2% instrumentalities of the United States, to the extent the
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interest and dividends are not included in computing the
federal taxable income of the financial institution. The bill
applies to interest received on or after July 1, 1991,
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Section 1. Section 422.61, subsection 4, Code 1991, is .
amended by striking the subsection and inserting in lieu
thereof the following:

4. "Net income” means the net income of the financial
institution computed in accordance with section 422.35, with
the following adjustments:

a. Federal income taxes paid or accrued shall not be
subtracted.

b. Notwithstanding sections 262.41 and 262.51, or any
other provisions of law, income from obligations of the state
and its political subdivisions and franchise taxes paid or
accrued under this division during the taxable year shall be
added. ]
¢. Interest and dividends from federal securities shall
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not be subtracted,
d. 1Interest and dividends derived from obligations of
United States possessions, agencies, and instrumentalities, .
including bonds issued by the governments of Puerto Rico,
Guam, and the Virgin Islands shall be added, to the extent
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20 they were not included in computing federal taxable income.

21 e. A deduction disallowed under section 265(b) or section
22 291(e)(1)(B) of the Internal Revenue Code shall be subtracted.
23 Sec. 2. This Act applies to interest received on or after
24 July 1, 1991.

25 EXPLANATION

26 This bill requires the inclusion of interest and dividends
27 from obligations of possessions, agencies, and

28 instrumentalities of the United States, to the extent the

"29 interest and dividends are not included in computing the

30 federal taxable income of the financial institution. The bill
31 applies to interest received on or after July 1, 1991.

32

33 .
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MARCH 21, 1991

SENATE CLIP SHEET

SENATE FILE 350
FISCAL NOTE

A ftiscal note for Senate File 350 is hereby submitted pursuant to Joint Rule
17. Data used in developing this fiscal note is available from the Legisiative
Fiscal Bureau to members of the Legisiature upon reques:.

Senate File 350 vrequirves, for purposes of computing the franchise tax, the
inclusion of interest and dividends from obligations of possessions, agencies,
and instrumentalicies of the United States including bonds «which were purchased
after January 1, 1991, and issued by Puerto Rico, Guam, or the Virgin Islands,
to the extent the lionterest and dividends are not included in computing the
federal taxable income of the financial 1institutien. The bill applies to
interest received on or after July 1, 199].

Thaere will be a minimal increase 1n revenues as a resulf of taxing cthis
additional bond interest income.

The Department of Revenue and Finance has indicated the [ranchise tax may still
be open to a successful challenge to the tax's constitutionality under this
bill because 1t «continues to provide for unequal tax treatment by exempting
from the franchise tax interest and dividends earned from obligations ot U.S.
possessions, agencies and instrumentalities which were purchased before January

1, 1991,

For FY 1992, franchise tax revenues are estimated at $26.5 million, of which
557 1s appropriated for state purposes and 453% 1s returned to .local

governments.,

Source: Department of Revenue and Finance (LsB 2203sv, PDD)

FILED MARCH 20, 1991 BY DENNIS PROUTY, FISCAL DIRECTOR




Senate File 150, p, 2

e. A deduction disallowed under section 265(b) or section
291(e}(1)(B) of the Internal Revernue Code shall! he subtracted.
SENATY FIL® 350 Sec. 2. This Act applies to interest received or or after
Juiy 1, 1991,
AN ACT
RELATING TO THE FRANCHISE TAX ON FINANCIAL INSTITUTIONS AMND
PROVIDING AN EFFECTIVE DATE. _—
JOE J. WELSH
BE [T ENACTED BY THFE GENERAL ASSEMBLY OF THE STATE OF [OWA: President of the Senate

Section 1. Section 422.6)1, subsection 4, Code 1991, is
amended by scriking the subsection and insecting in lieu e A
thereof the follcwing: ROBEZRT ., ARNOULD

4. "Net iLncome” means the net Lacome of the financial Speaker of the House

institution computed in accordance with section 422.3%, with
the following adjustments: I hecreby certify that this bill originated in the Senate and
a. Pederal income taxes paid or accrued shall not be is known as Senate File 350, Seventy-fourth General Assembly.

subtracted.
b. HNotwithstanding sections 262.41 and 262.51, or any
other provisions of law, income from obligations of the state

and its political subdivisions and franchise taxes paid or JOHN F. DWYER

accrued under this division durlng the taxable year shall be ;2? Secvetary of the Senate
added, Approved - E__J 1991

€. Interest and dividends from federal securities shall
not be gsubtracted.
d. [Interest and dividends derived from obligations of

United States possessions, agencies, and instrumentalities,

including bonds which were purchased after January 1, 1991, Governor
and issued by the governments of Puerto Rico, Guam, and the

Virgin Islands shall be added, to the extent they were not

included in corputing federal taxable income.




