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An Act relating to the sales and use tax and providing an
exemption from taxation for consumer rental purchases.
BE IT ENACTED BY THE CENERAL ASSEMBLY OF THE STATE OF TOQWA:
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Section 1. Section 422.4%, subsection 18, Code 1989, is

amended to read as follows:
18. Gross receipts from the sale of tangible personal

property, except vehicles subject to registration, to a person

reqularly engaged in the business of leasing 1f the period of
the lease is for more than one year, such-tangiblte-personatl
properety or in the consumer rental purchase business if the
property is to be gtilized in a transaction involving a

consumer rental purchase agreement as defined 1n section
$37.3604, subsection 8, and the leasing or consumer rental of

such the property is subject to taxation under this division.
Pangtbie If tangible personal property exempt under this
subsection tf is made use of for any purpose other than
leasing, o renting, or consumer rental purchase, the person

claiming the exemption under this subsection shati-pe is
liable for the tax that would have been due except for this
subsection. The tax shall be computed upon the original
purchase price. The aggregate of the tax paid on the leasing

or-rentat, renting, or rental purchase of such tangible

personal property, not to exceed the amount of the sales tax
owed, shall be credited against sueh the tax. This sales tax
shatt-be 15 1n addition to any sales or use tax that may be
imposed as a result of the disposal of such tangible personal
property.

Sec. 2. Section 422.52, Code 1989, is amended by add.ng
the following new subsection:

NEW SUBSECTION., 7. The tax on qross receipts fror the

sale or tental of tangible personal property under a consumer

rentel purchase agreement as defined i1n section 537.3604,
subsection 8, is payable in the tax period of receipt.
EXPLANATLION

This bill exempts from sales and use tax tne sale of

tangible personal property to a person engaged 1n the consumer

tental purchase business, if the receipt from the consumer

rental purchase agreement 1s subrect to the tax on rentals
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from rangible personal property. The bill also allows the
lessor under a consumer rental purchase agreement to treat
gross recei1pts from the agreement as rent payment subject to
the tax on rentals from tangible personal property in lieu of
treati1ng the transaction as a taxable sale of tangible per-
sonal property at the time of delivery of the property to the

consumert .
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HOUSE FPILE 770
FISCAL NOTE

A fiscal note for HOUSE FILE 770 is hereby submitted pursuant to Joint Rule 17,
Dara used in developing this fiscal note is available from the Legislative
Fiscal Bureau to members of the Legislature upon request.

House File 770, Section 1, provides an exemption from sales and use tax for
sale of property which is going to be used 1n a consumer rental business and
the property will be subject to sales and use tax.

House File 170, Section 2, provides that the tax on receipts from the sale or
rental ot property under a consumer rental purchase agreement 1s payable :n the
tax period of receipt. The sales tax from the rental purchase agreement 1s
currently due in full at the t:me of the contract,

Fiscal Effect, Section 1

The Department indicates that these forms of purchases by these businesses are
exempl as sales for resale, and that there is no fiscal impact for this section
of the bill.

Fiscal Effect, Section 2

The fiscal effect 1is a delay in the sales tax receipts. The Department does
not know how many sales of this type will be 2ffected by this section of the
bill and thus cannot project the impact on & fiscal year basis.

(LSB 24&ihv, PDD)

Source: Department of Revenue and Finance

FILED MAY 1, 1989 BY DENNIS PROUTY, FISCAL DIRECTOR
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BY (PROPOSED COMMITTEE ON
WAYS AND MEANS BILL)

Passed House, Dpate Passed Senate, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved
A BiItL FOR

An Act relating to the sales and use tax and providing an
exenprion frorm taxation for consumer rental purchases,
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THL STATE OF IOWA:
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Section 1. Section 422.45, subsect:on 18, Code 198BS, 1s
amended to read as follows:

18. Gross receipts from the sale of tangible personal
property, except vehicles suybject to registration, to a person
reqularly engaged in the business of Jeasing if the period of
the lease 1s for more than one year, sueh-tangibie-personsat
property or in the consumer rental purchase business i1f the
property is to be utilized in a transaction involving a

consumer rental purchase agreement as defined in _section
537.3604, subsectaon 8, and the leasing or consumer rental! of

such the property s subject to taxation under this division.
Pangrbie 1f tangible personal property exempt unler this
subsection zf 15 made use of for any purpose other than
leasing., or renting, oI consumer rental purchase, the person

claiming the exemption under this subsection sheil-»pe is
liable for the tax that would have been due except for tnis
subsection. The tax shall be computed upon the original
purchase price. The aggregate of the tax paid on the leasing
or-rental, renting, or rental purchase of such tanaible

personal property, not to exceed the amount of the sales tax
owed, shall be credited against such the tax. This sales tax
shaii-be is in addition to any sales or use tax thit mcy be
imposed as a result of the disposal of such targible pe:isnnal
property.

Sec. 2. Section 422.52, Code 1989, 1s amencded by adding
the following new subsection:

NEW SUBSECTION. 7. The tax on gross receipts from tre
sale or rental of tangible personal property urder a consumer
rental purchase agreement as defined in section $37.3604,
subsection 8, 1s payable in the tax period of receipt.

EXPLANATION

This bill exempts from sales and use tax the sale of
tangible personal property to a person engaged .n the consumet
rental purchase business, if the receipt from tne consume:

rental purchase agreement 15 subject to the tax on rentals
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from tangible personal property. Tne bill also allows tre
lessor under a consumer rencal puichase agreement to0 treat
gross receipts from the agreement as rent payment subject to
the tax on rentals from tangible personal property 1n lieu cf
treating the transaction as a taxable sale of tangible per-
sonal property at the time of delivery of the property to tre

consumer,
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AOUST FILE 10

tw ACT
PLLATTNG TO THE SAIFS ANT USE TAs AFD PROVIDING AW FXIWPIION
PA0OM TAYATION FOk (ONSUBI® RENTAL PUBRCHASTS.

BE [T ZNACTED Bf THL CrNLBA] ASSEmbBLY OF THI STATE Ul I0WA

Section L. Sect.on 427 4% . sabspct,on 18, Cde 1980, s
sapended to read o8 follcws

I8, Ciross tece.pts Lrom the sdle O tangible personal
PIOPPItYy., €4CEPt ¥EAICICY ZuDIPCT 1O IFQI%T 1AL OF, 1O 4 peryoT
requlatl, engaged im the but.neas of lexsing if the period of
the 1ea.¢ 1% O mUr® tha. rre year 3p¢™ ta=qtbte perso~ad

preperty ©1 17 Fhe COcALmer (eTlal DutCPALe Duginewd 1f the

pioperty 1% to be Ltiiired 1n g TiaRACLLION 1irvelving @

CONSUME: 1ental Dulchaze agiesment as Jelf ned .n section

432, 1804, subsect.or &, 4nd rne AT NG OF L OTELBEL rental of
sach the property 1% Sub)ect to tavet.on under this divisior,
Tarqruie 1! tangible pessc 4l Lroperty eserpt under this
subsection s# 13 wmade use Of [Or any putpose orrer than
leasing. or tertIng. O CONyuLAPL tental_paichdwe, tTheé pelsun
Cla:m,ng tre exempt . on ynder th.s Subsect On ghatt be 13
ltable fOt the tas trat a0 Id Nave hern due except fOor thas
subsect,on, Tne tas shall be cAmputed apon TNe O1.Q1ral
purChase plaice Tre 449GieQite of the tas pa.d on the leas.ing
or-restmt, renting. Of [(ental putchate of such tang.ble
Prisonal propetty. ROt (O e«Ceed the aMount St LR salen tas
owed. shall De Crenited a4Qainst guwch tHhe Lan This %4163 tar
anedt B 13 17 additann e any ~aleq O vve tavy trat may L
1po3ed as 4 tetult of rne d.3posal 7! such targible peiaondl
propeity.

Sec. 2. Section 122.%2. Code 1989, is avended Dy add.rg
the following rew subsect.on

NIw SUB»CTION ? The

wale Or rentdl Of tanqQ.blie priwonal Proferty WNOPL a CONSutber

Hoy.ae Pale 110, p 2

Far or Qrod, tecripty trae the

tertal purcnade AJrCPARNt A% delarel 0 sccrion S37 3601

cub LeCt 10N 8. .8 [asable -

1 nereby Jer?,fy that this Dill ©iiQunated 40 tne MHouwse and

1t wnown a3 House Tile 170,

Approved

TERRY E. BRAMSTAD
COvernor

the tas pri,.nd Of 1eCce,.pt

DOMAID D, AVEMNSUN
Spraver ol the House

JO AwN I1MATRMAM

rresident of the serate

Seventg-tn,id Lenecal Asserbly

I0SEPH O HERN
Crniet Clete Of the House

At . 1989
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