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701—502.6(422) Interest and dividends from foreign securities, and securities of state and their
political subdivisions. Interest and dividends from foreign securities and from securities of state and their
political subdivisions are to be included in Iowa taxable income. Certain types of interest and dividends,
because of specific exemption, are not includable in income for federal tax purposes. To the extent such
income has been excluded for federal income tax purposes, unless the item of income is specifically
exempted from state taxation by the laws or constitution of Iowa or of the United States, it must be added
to Iowa taxable income. See rule 701—302.3(422) for a listing of obligations of the state of lowa and its
political subdivisions, the interest from which is exempt from Iowa corporation income tax. For the tax
treatment of interest or dividends from regulated investment companies (mutual funds) that invest in
obligations of the type discussed in rule 701—302.3(422), see rule 701—302.52(422).

For tax years beginning on or after January 1, 1987, add dividends received from regulated investment
companies exempt from federal tax under Section 852(b)(5) of the Internal Revenue Code and subtract the
loss on the sale or exchange of a share of a regulated investment company held for six months or less to the
extent the loss was disallowed under Section 852(b)(4)(B) of the Internal Revenue Code.

For tax years beginning on or after January 1, 2001, add, to the extent not already included, income
from the sale of obligations of the state of lowa and its political subdivisions. Gains or losses from the sale
or other disposition of bonds issued by the state of Iowa or its political subdivisions shall be included in
Iowa taxable income unless the law authorizing these obligations specifically exempts the income from the
sale or other disposition from lowa corporation income tax.

This rule is intended to implement lowa Code section 422.35 as amended by 2001 Iowa Acts, House
File 715.
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