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Act relating to the taxacion of interest income from 

securit1es issued by a political subdivision of thJs state and 

providing effective ar.d applicability date provisions. 

Ir ENACTED BY THE GENERAL ASSEMBLY OF TilE STATE Of IOWA: 

TLSB 2146SS 75 

mg/mc/fi 



S.F. 4oo H.F. 

1 Section 1. Section 422.7, subsection 2, Code 1993, is 

2 amended to read as follows: 

3 2. Add interest and dividends from foteign securities and 

4 from securities of state and other political subdivisionsL 

5 exc~pt from securities of eolitical subdivisions of thlS 

6 state_. exempt from federal income tax under the Internal 

7 Revenue Code. 

8 Sec. 2. Section 422.35, subsection 2. Code 1993, is 

9 amended to read as follows; 

10 2. Add interest and dividends from foreign securities, 

ll from securities of state and other political subdivisions, 

12 ex~ept from securities of political subdivisions of this 

13 state, and from regulated investment companies exempt from 

14 federal income tax under the Internal Revenue Code. 

lS Sec. 3. This Act takes effect July l, 1993, and applies to 

16 interest income received from securities of political 

17 subdivisions of this state on or after July 1, 1993. 

18 EXPLANATION 

19 The bill exempts from state individual and corporate income 

20 tax interest from securities of political subdivisions of this 

21 state which are received on or after July 1, 1993. 
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A fiscal note for Senace file 400 is nereby s~bmit~ed pursuant to Joint Ru~e 
17. Data used in developing this fiscal r.ote is available from the Legislative 
Fiscal Bureau to memoers of the Legislature upon request. 

Senate File 400 exempts 
interest f~om securities 
received on or after July, 

ASSUMPTIONS: 

(rom Sta.te 
of poll tical 

1993. 

tndividual a~d corporate i~cnme cax, 
subdivisions of this State ~hich are 

The Legislative Tax ~Ddel does not take i~to accou~t any changes in individual 
or corporate investment strategies that the legislaticn may enco~rage. As a. 
r~sult, the 1mpact does not account :or ~h~ nat~~al as~umpClUO tha: a ~a~ger 

share of :r.e inves~men: pool ~ouid be dedica~ed ~0 government ooncis. 

OSCAL 1:-!P~CT: 

The total fiscal ef!ec~ of SF 400 cue to the deduction from :ndivicual i~ccce 
taxes would be a decrease to the General Fund of approximate!' $10 ~illion to 
$15 million •n ~y 1994 and subsequent years. Approximately 39% of t~e ga1ns 
~~~~ go :o filers ~•th Adjusted Cross rncomes (ACi) in excess of $200,000, 584 
to filers ui:h AGl in excess of $100,000, anc 83% to filers uit~ AGI >n er.cess 
o( $50,000. 

T~is ~sti.mate aoes r.ot i.nc L.~ce a :-eduction to the Gt!:1eral f~~d c1Je r:~ ~ne 

,nange ·~ the r:ax ::>u:-den of co~porate tiLers. The Depdrtment of ~even~.;e anc 
~i.nance ( DRF) has incLcated that tn1s ei!:"ect codd be ·1u t te S".JbStd:l:tai.. At 
this time, i.t is not ?ossibie to estimate t:1Ls effec:. 

SOURCES: 

DRF 
Legislattve Tax Hod~l (LSB 2146ss, PDD) 

fiLED APRIL 30, 1993 BY DENNIS PROUTY, FISCAL DI~£CTOR 


