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A BILL FOR 

l An Act exempting from the sales, services, and use tax the sale 

2 of certain f1lms, tapes, discs, and records to a person 

:?iLC-3 engaged in the business of leasing or renting these i terns and 

4 providing effective and retroactive effective dates. 

S BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE Of IOWA: 

6 
SENATE FILE 213 

S-3100 
l A~end Senate ?ile 213 as fol!ows: 
2 -· By striking everything after the enactir.g 
3 clause and i~se~ting the Eollowi~g: 
4 ''Section l. Section 422.45, Code 1989, is amenaed 
5 by addj.ng the following new subsec~ion: 
6 NEW SUBSECTION. 41. The gross receipts from the 
7 sale ot motion picture films, video and audio :aoes, 
8 v!deo and audio.discs a~d records, or other medid 
9 which can be seer., heard, or read :o a person 

10 regularly engaged in the bus1ness of leasing, renting, 
ll or selling this property if the ultimate leasing, 
12 renting, or selling of the property is subject to ~ax 
13 under this division. 
14 
~5 

The exemption provided in this subsection is 
retroactive to July :, 1984. 

16 Sec. 2. This Act, being dee~ed of i~mediate 
i7 importance, is effective upon enact~ent." 
18 2. Title page, :i~e 3, by st~~~ing the words ''or 
19 renting'' and inserting the followi~g: '', rer~c1ng, or 
20 selling". 

S-3·1.00 F;I.I..ED ?y};lRU)\RY 2~, 
By i::UGEN2 FRAISE 
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S.F. H.F. 
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1 Section 1. Section 422.45, Code 1989, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 24A. The gross receipts from the sale of 

4 motion picture films, video and audio tapes, video and audio 

5 discs and records, or other media used for the purpose of 

fi transmitting that whicn can be seen, heard, or read to a 

7 person regularly engaged in the business of leasing or renting 

8 this property if the ultimate leasing or renting of the 

9 property is subject to tax under tr.is division. IE use 1s 

LO made of the tangible persona: property exempt under this 

11 subsection for any purpose other than leasing or renting, the 

l2 person receiving t!Je exemption under this subsection is 1 iable 

13 for the tax that would have been due except for th:s 

14 subsection. The tax, if due, is computed upon the original 

15 purchase price. This sales tax is in addition to any sales, 

16 services, or use tax tnat may be imposed as a result of the 

17 disposal of the tangible personal property. 

18 Sec. 2. This Act, being deemed of i~~ediate importance, is 

19 effective ~pon enactment. 

20 EXPLANA'i'ION 

~!1 The bill exempts from the sales and use t.ax t.he sale of 

72 motion picture films, video and audio tapes, video and audio 

23 discs ~nd records, or other media ~o a perso:l ~egularly 

24 engaged in the business of leasing or renting chis property lf 

25 the lease to a customer :s subject to the sales and use tax. 

26 The bill is ef~ective upon enactment. 
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SENATE FILE 
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2.15 

(AS AMENDED AND PASSED BY THE SENATE FEBRUARY 27, 1989) 

ALL New Language by the Senate 

Passed Senate, Date ~;?z/i9 Passed 

Vote: Ayes <f·:Z Nays C. Vote: 

House, Date L!-aLf-'~t ((I 'tit) 
Ayes Cfr7 Nays _,0""-----
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A BILL FOR 

l An Act exempting from the sales, services, and use tax the sale 

of certain films, tapes, discs, and records to a person 

engaged in the business of leasing, renting, or selling these 

items and providing effective and retroactive effective dates. 

IT ENACTED 9'{ THE GENERAL ASSEMBLY OF THE STJI.TE OF ImlA: 
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S.F. H.F. 

1 Section 1. Section 422.45, Code 1989, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 41. The gross receipts from the sale of 

4 motion picture films, video and audio tapes, video and audio 

5 discs and records, or other media which can be seen, heard, or 

6 read to a person regularly engaged in the business of leasing, 

7 renting, or selling this property if the ultimate leasing, 

8 renting, or selling of the property is subject to tax under 

9 this division. 

10 The exemption provided in this subsection is retroactive to 

11 July 1, 1984. 

12 Sec. 2. ThLs Act, being deemed of immediate importance, is 

13 effective upon enactment. 
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HO~SZ CLI? S~iEZT 1929 

SENATE FILE 213 
SENATE FILE 213 AS ~~NDED BY S-3100 

FISCAi. NOTE 

17 

i\ tiscal note for SENATE FILF. 213 AS Al!J;ND~D BY S-3100 is l:ereby submitted 
purs>tant to Jo~nt Rul~ 17. Dat:.a l.!Seci tn developing this fiscal note is 
availab~e frorn the LeR~slativc Fiscai Bureau to members of the Legislature ~pon 
r~rp1cst. 

---------- - ------· 

SenJ.te Am~ndfl'!ent s--.HOO to Sen.1te File 213 exempt~ from :;a:.e~; and use t.:lx, the 
~rnss rece1pts from the sale of motion picture films, ~ideo and audio tapes, 
video and audio disc~ and rcccJrds to a person regularly eng.:J.ged in the btLsir.ess 
of lea!;ing, rer1ting, or selling of this prop~rty if :he u1Lim3te leasirtg, 
renting or seiling of the property is subject to sales tax. 

The exemption is retroacti.ve to July 1, 1984. 

Fiscal Effect 

A general e"timate of the yearly impac: wa~ po~:;ible ~sing 1987 data compiled 
by Video Store Maga~ine, inc. This c~stimate applies to video •;peci.1i..ty s:::ores 
only. According to the •tudy done by the magazine, (I) thcrP were about 300 
video specialty stores in Iowa in 1987, (2) the average price of a tnpe 
purchased by one of these stores was $55.00, and (3) the averag~ inv~nLury of 
the~e stcJres ~as 1,015 tapes. B~~;ed c>n this informati<)n, ~aie:; tax revenues 
l:.-olll the sa i.e of these t.:tpes would have been $669,900 <J~!;um1ng a~ l :.:..::~.xes -..;ere 
paid. 

The Department of Revenue and Finance was unable to provide a specific estimate 
on the full impact of this proposal because an audit of all establishme~L• in 
Iowa was not done. However, audits which have bee11 done indicate tha::: few 
effected establishments have been paying the tax. 

Based on the above inform3tion, the initial impact of thi~ !>ill is estimated to 
be $2.0 to $3.0 million in foregone revenues currently owed for the 5-year 
period of FY 1985 to FY 1989. Refunds for taxes paid are not expected to be 
significant since compliance was low. The yearly cost of the exemprion is 
estim3ted to be $669,900. 

Sou!"Ce!;; Video Store ~agazine, Inc. 
Depn.rtment of Revenue and Fi.na.nc.e (~So l425s, ?DD) 

FILED Y~RCH 30, 1989 Bl DENNIS ?ROUTY, FISCAL DIRECTOR 



SENATE FILE 213 
REVISED 

FISCAL NOTE 

Page 26 

A fiscal note for SENATE FILE 213 is hereby submitted pursuant to Joint Rule 
17. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

Senate File 213 as ~mended by the senate exempts from sales and use tax, the 
gross receipts from the sale of motion picture films, video and audio tapes, 
video and audio discs and records to a person regularly engaged in the business 
of leasing, renting, or selling of this property if the ultimate leasing, 
renting or selling of the property is subject to sales tax. The exemption is 
retroactive to July 1, 1984. 

Assumotions 

The Department of Revenue and Finance was unable to provide a specific estimate 
on the full impact of this proposal because an audit of all Iowa establishments 
was not done. However, audits which have been done indicate that few effected 
establishments have been paying the tax. 

Some information was available from a trade publ icatipn whose subscribers are 
mainly stores specializing in the rental of video tapes. A recently completed 
study by this publication provided the following information: 

l. Estimated number of tapes purchased for rental by video specialty stores 
in calendar year 1988 was 613 per store for the region comp~ising Io'W'a, 
Nebraska, South Dakota, North Dakota, Minnesota, Missouri and Kansas. 

2. The number of video rental specialty stores 1n Iowa was estimated to be 
306 in calendar year 1988. 

3. The average payment per tape was estimated to be $55.00. 

Fiscal Effect 

Assuming 1988 consumption rema1ns relatively stable, the yearly cost of the 
exemption in forgone revenues is estimated to be at least $410,000 per year. 
Unpaid sales tax which will be forgone for the 5-year period of FY 1985 to FY 
1989 ts estimated to be $1.0 to $2.0 million. Refunds for taxes paid are not 
expected to be signific~nt since Department audits indicated few sto~es were 
paying the tax. 

Information on tapes purchased by stores offering video-tape rentals as a side 
business (e.g., conven1ence stores and grocery stores) was not available. 

Source": Video Store Magazine, Inco~porated 
Department of Revenue and Finance (LSB 1425s.2, PDD) 

'LED APRIL 13, 1989 8Y DENNIS PROUTY, FISCAL DIRECTOR 
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SENATE FILE 213 

AN ACT 
t!.EMPl'ING rRO!-t THE SAL.::S, SERVIC!S, ANO :JSE TAX THE: SALt 

Of CtRIAIN FILMS, TAPES, DISCS, AND RECORDS TO A ?ERSON 

~ 
Senate File 211, p. 2 

Se-c. 2. Thts .\(:t, hE.-ing deemP.d of i.mt!'e-di.\te- irr.pcrt:~ncC', 1s 

effective upon enact~ent. 

JO ANN ZIMMERMAN 

?resident of the Senate 

XNAI.D D, JWF.NSON 

t~'GAGI::D IN THf. at.:SWESS Of l.f.ASl~G. RENTING, OR SEL:.ING Speaker of the House 

lHE:St: ITf..HS AND PROVIDnt::; EffECTI'JE A~O Rf:TROACTI'JF. 

£PFECTIV£ DATES. I nereby certi~y that this bill orLginatPd i~ th~ Senate and 

Bt I'T ENACTED BY THE G£NERAL ASSEMBLY Of TKE STA'i'E Of IOWA: 

Section 1. Section ~22.~~. Code 1989, is amended by adding 

t:.e following new subs~ction; 

!!~l. _S_Y.BS£C1'ION. U. Ttle gross receipts from the sale oe 
r-.c-tion pictur& films, 'Jideo and audio tapes, video and audio 

discs and records, or other ~~dia which can be seen, heard, or 

read to a person r~g~l~rly engaged in the business of leasing, 
re~ting, or selling tr..s property if the ultimate ~easing, 

re~tin9, or seliing cf the property is subject to tax under 

tr.i.s division. 
The exemption provided in this subs~ction is retroactive to 

J·_:y l, 1984. 

lS known as Senate file 213, Seventy-third General Asse~bly. 

.,,._.a,y_ 
'!'ERRY E. RR,\NSTAO 

Governor 

JOHN F. DWYER 

Secretary o( the Senate 
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