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BY COMMITTSE: ON '<lA'IS 

;\N::> ~1:::i',NS 

(SUCCESS()R TO SSB 227) 

?assed House, Jate,s/t/71,/j, 
v 

Vote: Ayes ~,_ Nays ----,"-, 

1 An Act relating to the franchise :ax on financial ins=lttl~iQ~s 

2 and providing an eE:ectLve da:e, 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATS OF IOWA: 

4 

5 

6 

7 

8 If' 9 

10 " 11 

(Jl 12 

13 

~ 14 

15 

16 

:7 
l8 

19 

20 

21 

22 

TLSB 2203SV 74 

sc/c:/2-1 

.. 



s .. , :z. .. t:""7\_ ~ 
_~...7~i?V .1 • ,- _ 

Cl. ?edera::" ':'ncoTle ~dxe~ pale or dccrued ;-;:ld~ ~ ;:Ot ~H? 

8 S;jb:!.""dc:ed. 

ll. No~with5tandln9 sections 262.41 and 762.5~. or allY 

10 QI_he~ ~)r0visiOI1S of :aw, :ncome from obiigatio~5 of t~e St~re 

1·[ dr:d : t.s polit.ica2. s:lodivis:'ons and :rancn':.se :dXP;3 pa':'J or 

::"2 acc~·iled llr.dcr ~.his div':'::;io:1 du~ing tr.e ~Dxdh:~ yC'd!."" sha':': 0e 

:l ,'wded_ 

,6 d. 

:7 lil~.i..ted States PGSs('s::;~ons, agencies, and i:1s::r:!:ne~r:.a::"':'~_:es, 

18 incl\.1di:1~ bor;ds c . .;hich 14E're o:....:!.""c~ased after Jd:1Udrj .:., :'99":', 

:9 alIa i55~ed by ~he governments of P~erto Ricc. G';cil", an,i the 

21 irl~llidcd ill conp~ting ~edcr~] . 1 :axatLe 
P. A de(l~ctlo'l aisallowc~ under sectioll 2G5(b) or sect_tIn 

73 291(e)(1)(B) o~ the :nterl:a: Revenue Code s~a:: be s~btrac:ec. 

Sec. 2. This Act af)p1~.es :0 interes~ received on ur after 
h .11J:y 1. 1991-

76 EXf'[,ANA~:ON 

27 This bill r~qui:"cs ~.!;e :;:c:1.l5:on of ir;lere:.:;~ and div:d(:::cs 

)8 [rom obl.i.qur.io~s Q: posscs:.;i.();.s, ager;c':"es, a.nd 

70 ~I:~';:·.!"I.<rnC'r;:a::"':t;.cs of lr.e r..:nited S:il:es ':':~c':"ud.: ;1g 00:105 ,,;:licfl 

~O ' .... e:-c.' :)t~!"chaS2d a:t(.·~- ,~a:l~d~y :, :99l, ar:d :::.;s·..:.ed:)y P:..:er~.() 

.~ 1. Ric(), G-...:a!~, 8f :-.!-:e ?i ~gi;; ~-:~:a~ds, '.:0 tt:e ex:e:~:-. :.::c .i :-:le:-est: 

:12 ~~(l (~~vidc:~d5 ·1~e :1~t ~!:cl~ded i;~ corrpcting ~~c teder~l 
. . . 
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S.P. w" Y4 ... .J~ $ .... ...t.S 

SENATE FILE c:3;YC 
Sec~k~~~tion 422.61, subsection 4, Code 1991, is 

. . . BY (PROPOSED COMM1TTEE ON WAYS 
amended by str~k~ng the subsectlon and lnsertlng 1n lleu 

f 
AND MEANS BILL BY CHAIRPERSON 

thereof the ollowing: 
. DIELEMAN) 

4. "Net lncome" means the net income of the financial 
institution computed in accordance with section 422.35, with 
the following adjustments: 
Passed Seoate Date Passed HQuse, Date 

a. Federat 1ncome taxes paid or accrued shall not ~b~e'---------
Vote: Ayes Nays Vote: Ayes Nays 
subtract~d. 

Approy~d 
b. Notwithatand~ng sectionS 262.41 and 262.51, or any 

other provisions of law, income from obligations of the state 
and its political subdiv~~F~ franchise taxes paid or 
accrued under this division during the taxable year shall be 

1~ Idd~~ relating to the franchise tax on financial institutions 

l~ end ~~i~~ga~ df'e4.A~f d~O~.federal securities shall 
IS ~I5e~~~~drHE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

1& d. Interest and dividends derived from obligations of 
10 United States possessions, agencies, and instrumentalities, 
l~ including bonds issued by the governments of Puerto Rico, 
19 Guam, and the Virgin Islands shall be added, to the extent 
2m they were not included in computing federal taxable income. 
2B e. A deduction disallowed under section 265(b) or section 
av 291(e)(1)(B) of the Internal Revenue Code shall be subtracted. 
21 Sec. 2. This Act applies to interest received on or after 
a4! July 1, 1991. 

a5l EXPLANATION 

a& This bill requires the inclusion of interest and dividends 
ap from obligations of possessions, agencies, and 

~ instrumentalities of the United States, to the extent the 
'297 interest and dividends are not included in computing the 
~ federal taxable income of the financial institution. The bill 

1e applies to interest received on or after July 1, 1991. 
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S oF. H.P. 

1 Section 1. Section 422.61, subsection 4, Code 1991, is 
2 amended by striking the subsection and inserting in lieu 
3 thereof the following: 
4 4. "Net income" means the net income of the financial 
5 institution computed in accordance with section 422.35, with 
6 the following adjustments: 

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

8 subtracted. 
9 b. Notwithstanding sections 262.41 and 262.51, or any 

10 other provisions of law; income from obligations of the state 
11 and its political subdivisions and franchise taxes paid or 
12 accrued under this division during the taxable year shall be 

13 added. 
14 c. Interest and dividends from federal securities shall 

15 not be subtracted. 
16 d. Interest and dividends derived from obligations of 

17 United States possessions, agencies, and instrumentalities, 
18 including bonds issued by the governments of Puerto Rico, 
19 Guam, and the Virgin Islands shall be added, to the extent 
20 they were not included in computing federal taxable income. 
21 e. A deduction disallowed under section 265(b) or section 

22 29l(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 
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SENATE FILE 350 
FISCAL NOTE 

page 23 

A fiscal note for Senate File 350 is hereby suomitted pu~s"ant to J(}iot Rule 
l7. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

Senate Pile 350 requires, for purposes of computing the franchise tax, the 
inclusion ()f interest and dividends trom obligations of possession';, ag€nCieS, 
~nd instrumentalities of the United States including bonds ~hich were purchnsed 
afte~ january 1, 1991, and issued by Puerto Rico. Guam, or the Vi~gin Islands, 
to the extent the interest and dividends a~e not included in computing the 
federal taxable income of the financial institution. Jhe bill applies to 
inte~est received on or after July 1, 1991. 

Fiscal Effect 

Th~re will be a minimal lncrease 10 revenues as a result of taxin~ this 
additional bond interest income. 

'the Department of Revenue and Finance has indicated the franchise tax m~y still 
be open to a successfut challenge to the tax's constitutionality under thi~ 
bill because it continues to p~ovide for unequal tax treatment by exempting 
from the franchise tax inte~est and dividends earned from obligations of U.S. 
possessions, agencies and tnstrument~lities which were purchased bBfore J~nuary 
1, 1991. 

For 
55% 

FY 1992, franchise tax revenues are estimated at 
IS npp~opriated for state purposes and 457. 

governments. 

SOllrce: Department of Revenue and Finance 

$26.5 million, of which 
" returned to olocal 

(LSB 2203sv, POD) 

FILED MARCH 20, 1991 BY DENNIS PROUTY, FISCAL DIRECTOR 



SE~An: FIt..~ 3S() 

AN ACT 

RELATING TO THr. YRANCIHSE ':'t\X ON n~ANCIAL INSTITU1'!ONS AND 

P::I.OVIDING AN !:c'fEC1'IVr. DATE. 

8E IT E:NAC'l'I::D BY THE GENERAL ASSEMBLY Of' THE STA1'E Oll IO'fiA: 

Sec~ion I, Section 422.61, sub~ection 4. Code 1991, is 

a~endcd by strikinq the sub3ection and inserting in lieu 
thereof the ~ol.lcwing: 

4. "Net income" If'.eans the net i:lc;oll",e oC the findncial 

institution co~put2d in accordance with section 421.35. with 
the following adjust.ments: 

a. ?ederal income taxes paid or dccrued shall not be 
subtracted. 

b. Notwithstanding sections 262,41 and 262.51, or any 

other provisions of lao.J, income from obl i(]at ions of the state 
and its politica) subdivisions and franctdse taxes paid or 

accrued under this division durinq the taxable year shall be 
added, 

c, Intere~t dnd dividends fro~ federal securities shall 
not be subtracted, 

d. Interest and dividends derived fro~ obligations of 

United States possessions. agencies, and instrumentalities. 
includin(] bonds which ~ere purChased after January 1, 1991, 

and issued by the governments of Puerto Rico, Guam. and the 
Virgin Islands shall be added, to the extent they were not 

incl.uded in conputi.nq federal taxable income. 

Senate File 350, p, 2 

e, A deduction disallowed under section 265(b) or 8Pction 
29l(e)(I) (8) of the Internal Revenue Code shal! he subtracted. 

Sec. 2. This Act applies to interest received O~ or after 
Jui.y 1, 1991. 

JOE J. ,,'ELSH 

President of the Senate 

ROBERT C, ARNOULD 

Speaker of the nOuse 

I hereby certify that this bill originated in the Senate and 
15 known aG Sendte File 350, Seventy-fourth General Assembly. 

App,oved ~:?.7_, 

TERRY E. BRANSTAD 

Covernor 

JOHN F. DWYER 

Secretary of the Senate 
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