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A BILL FOR

An Act relating to the imposition of an excise tax on certain
rentals of motor vehicles and providing a use tax exemption
for certain motor vehicles used for rental purposes and
providing retroactive applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 312.1, Code 1991, is amended by adding
the following new subsection:
NEW SUBSECTION. 2A. Revenue derived from the excise tax

imposed upon the rental of automobiles, under chapter 422C, as
provided by section 422C.5.
. Sec. 2. NEW SECTION. 422C.1 SHORT TITLE.
This chapter may be cited as the "Automobile Rental Excise
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Tax Act". . ~
Sec. 3. NEW SECTION. 422C.2 DEFINITIONS.
For purposes of this chapter, uniess the context otherwise

requires:

1. "Automcbile" means a motor vehicle subject to
registraticn in any state designed primarily for carrying nine
passengers or less, excluding motorcycles and motorized

bicycles.

2. "Department"” means the department of revenue and
finance.

3. "Lessor" means a person engaged in the business of
renting automobliles to users. "Lessor" includes a motor

vehicle dealer licensed pursuant to chapter 322 who rents
automobiles to users. For this purpose, the objective of
making a profit is not necessary to make the renting activity
a business.

4. "Person" means person as defined in section 422.42.

S. "Rental" means a transfer of the possession or right o
possession of an automobile to a user for a valuable
consideration for a period of sixty days or less.

6. "Rental price" means the consideracion for renting an
automcbile valued in money, and means the same as "gross
tazable services" as defined in section 422.42.

7. "User" means a person to whom the possession or the
right to possession of an automobile is transferred for a

£

™

period of sixty days or less for & valuable ccnsider oo

"

whicn is paid by
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ne user or DY AnGTher Persor.
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AUTOMOBILES.

l. A tax of four percent is imposed upon the rental price
of an automobile if the rental transaction is subject to the
sales and services tax under chapter 422, division IV, or the
use tax under chapter 423. The tax shall not be imposed on
any rental transaction not taxable under the state sales and
services tax, as provided in section 422.45, or the state use
tax, as provided in section 423.4, on automobile rental
receipts.

2. The lessor shall collect the tax by adding the tax to
the rental price of the automobile.

3. The tax, when collected, shall be stated as a distinct
item separate and apart from the rental price of the
automobile and the sales and services tax imposed under
chapter 422, division IV, or the use tax imposed under chapter
423,

Sec. 5. NEW SECTION. 422C.4 ADMINISTRATION AND
ENFORCEMENT.

All powers and requirements of the director of revenue and

finance to administer the state gross receipts tax law under
chapter 422, division IV, are applicable to the administration
of the tax imposed under section 422C.3, including but not
limited to sections 422.25%, subsection 4, 422.30, 422.48
through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69,
subsection 1, and 422.70 through 422.75. However, as an
exception to the powers specified in section 422.52,
subsection 1, the director shall only reguire the filing of
guarterly reports.

Sec. 6. NEW SECTION. 422C.5 DEPOSIT OF REVENUE.

1. Tor each {iscal year the department shall estimate the

amount of use tax revenJdes which would not be colliected during
the fiscal year as a result of the exemption provided in
secilon 423.4, subsection 14. From revenues arising from the
cperation of this chapter, an amount equal to the estimated

use tax revenue loss shall be credited to the road use tax
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fund.

2. After deducting the amount credited to the road use tax
fund under subsection 1, any remaining revenues derived from
the operaticon of this chapter shall be credited to the general
fund of the state.

Sec. 7. Section 423,4, Code 1991, is amended by adding the
following new subsection:

NEW SUBSECTION. 14. Vehicles subject to registration in

any state when purchased for rental and actually rented for
periods of sixty days or less by a person regularly engaged in
the business of renting vehicles including, but not limited
to, motor vehicle dealers licensed pursuant to chapter 322 who
rent automobiles to users, if the rental of the vehicles is
ubject to taxation under chapter 422C or prior to September
1, 1991, was subject to taxatiion under chapter 422, division
IV, or this chapter.

Sec. 8. Section 7 of this Act is retroactive to July 1,
1982, for motor vehicles subject to registration which were
registered and titled to a motor vehicle dealer licenszed under
chapter 322 and which were rented to a user as defilned in
section 3 of this Act if the following occurred:

l. The dealer kept the vehicle on the inventory cf
vehicles for sale at all times.

2. The vehicle was to be immediately taken from the user
of the vehicle when a buyer was found.

3. The user was aware of this situation.

4. For the period beginning July 1, 1982, and ending June
30, 1985, the rental of an automobile to a user need not be
taxable under chapter 422 or 423 for the retroactive exemption
allowed by this section to prevail.

No claims for refund of use tax paid shall be allowed as a
result of this section, notwithstanding any other provision of
law.

Sec. ©. This Act takes effect September 1, 1591.

ZXPLANATION
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The bill imposes a four percent excise tax on the rental of
automobiles for 60 days or less if such rental 1s also subject
to the state sales and use taxes. In addition, the bill
exempts from the use tax the purchase of automobiles subject
to registration if the automobiles are to be used by a
business that rents these automobiles for 60 days or less and
the rental is subject to the excise tax. Moneys collected
from this excise tax will be credited to the road use tax fund
and the general fund of the state. The amount credited to the
road use tax fund is an amcunt equal to the estimated use tax
revenues lost as a result of the use tax exemption in the
bill. The remainder of the moneys collected will go to the
state general fund. The use tax exemption applies
retroactively to July 1, 1982, for motor vehicles rented by
motor vehicle dealers under certain conditions. However, no
refund claims will be allowed.

This bill becomes effective September 1, 1991.
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BOUSE FILE 695
HE-4018

Amend House File 695 as fc

1. Page 3, iine 7, by str
"subsection” and inserting th
"subsections"”.

2. Page 3, line 9, by inserting after the word
"rental" the following: "or registered and t:tled by
a motor venicle dealer licensed pursuant to chapter
322 for rental use, and held for rental for a period
of one hundred twenty days or more".

3. Page 3, by striking lines 14 through 2 and
inserting the following: "subject to taxation under
chapter 422C.

NEW SUBSECTION. 15, Motor vehicles subject to
registration which were registered and titled between
July 1, 1982, and Octcber 1, 1991, to a moter vehicle
16 cdealer licensed under chapter 322 and which were
17 rented to a user as defined in section 422C.2 Lif the
18 following occurred:™.
i9 4. Page 3, by striking iines 27 through 33.

20 5. Page 3, line 34, by striking the word
21 "September" and inserting the following: “Octooer".
- By MURPHY of Dubugue
BENNETT of Ida
GRONINGA of Cerro Gordo

B W R OO~ U LB

Ll N S

H-4018 FILED MAY 2, 1991

éﬁéfxﬁd’ﬁ79/%v Cf. 258 )

HOUSE FILE 695

B-3771 . ) .
i Amend House File 695 as follows: ‘ ' .
2 1. By striking page 2, line 30 through Dage I,
3 line 5 and inserting the following: . .
4 "The revenue arising from the operation of this .

g ii i road fund.
chapter shail be credited to the road use tax Iu
’ P By XKOENIGS of Mitchell

DE GROOT of Lyon

g-3771 FILED APRIL 22, 1991
QGLW /7 /1 %.,2/5’7./‘
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A BILL FOR

An Act relating to the imposition of an excise tax on certain
rentals of motor vehicles and providing a use tax exemption
for certain motor vehicles used for rental purposes and
providing retroactive applicabliity and effective dates.

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

House Amendments
Deleted Language
HOUSE
S-5032 FILE 695
1 Amend House File 695, as i
. . < P amended, passed 3 -

2 pri e “ r F + and re

: p ?tedpggetge g?;ze;1asbLollows:
. * e ¢oLinie 1Q strikain 3

f figures "October 1, 1951"yand ig;égﬁ;:e ?grc a?d .

5 "July 1, 1992", “ing the folilowing:

6 2. Page 3, line .9 by C \

z o ~9, Strikin

7 fiqures "October 1, l99l"yand irse?tgge WPfd,a?? ,

8 “July 1, 1992", TUSEERINg che following:

By WILLIAM W. DIELEMAN

5-5032 PILEQ FEBRUARY 7, 1992

ADOPTED 'p .54

20

®:

22
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Section 1. Section 312.1, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 2A. Revenue derived from the excise tax
imposed upon the rental of automobiles, under chapter 422C, as

provided by section 422C.5.
Sec. 2. NEW SECTION. 422C.1 SHORT TITLE.
This chapter may be cited as the "Automobile Rental Excise

Tax Act™.
Sec. 3. NEW SECTION. 422C.2 DEFINITIONS.
For purposes of this chapter, unless the context otherwise

requires:
1. "Automobile” means a motor vehicle subiect to

registration in &ny state designed primarily for carrying nine
passengers or less, excluding motorcycles anc motorized
bicycles.

2. "Department" means the department of revenue and
finance.

3. "Lessor" means a person engaged in the business of
renting automobiles to users. "Lessor" includes a motor

vehicle dealer licensed pursuant to chapter 322 who rents
automobiles to users., For this purpose, the objective of
making a profit is not necessary to make the renting activity
a business.

4. "Person" means person as defined in section 422.42.

5. "Rental" means a transfer of the possession or right to
possession of an automobile to a user for a valuable
consideration for a period of sixty days or less,.

6. "Rental price" means the consideration for renting an
automobiie valued in money, and means the same as "gross
taxable services"” as defined in sectiocon 422.¢2.

7. "User"” meeans a person to whom the possession or the
right to possession of an automobile is transferred for a
period of sixcy days or less for a valuable consideration
which 1s paid by the user or Dy another person.

Sec. 4. NEW SECTICON. 422C.3 TAX ON RENTAL OF
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AUTOMOBILES.

1. A tax of four percent is imposed upon the rental price
of an automobile if the rental transaction is subiect to the
sales and services tax under chapter 422, division IV, or the
use tax under chapter 423, The tax shall not be imposed on
any rental transaction not taxable under the state sales and
services tax, as provided 1n section 422.45, or the state use
tax, as provided in section 423.4, on automobile rental
receipts.

2. The lessor shall collect the tax by adding the tax to
the rental price of the automobile.

3. The tax, when collected, shall be stated as a distinc:
item separate anc apart from the rental price of the
automobile and the sales and services tax imposed under
chapter 422, division IV, or the use tax imposed under chapter
423,

Sec. 5. NEW EECTION. 422C.4 ADMINISTRATION AND
ENFORCEMENT.

All powers anc requirements of the director of revenue and
finance to administer the state gross receipts tax law under
chapter 422, division IV, are applicable tc the administration
of the tax imposed under section 422C.3, including but not
limited to sections 422.25, subsection 4, 422.30, 422.48
through 422,52, 422,54 through 422.58, 422.67, 422.68, 422.69,
subsection 1, ané 422.70 through 422.75. However, as an

exception to the powers specified in section 422.52,
subsection 1, the director shall only require the filing of
guarterly repor:s.

Sec. 6. NEW SECTION. 422C.5 DEPQSIT OF REVENUE.

The revenue arising from the operation of =ni1s chapter

sha.l be credited to the road use tax fund.
Sec. 7. Section 423.4, Code 1991, is amended by adding the

following new subsections:
NEW SUBSECTION. 14. Venicles subjec

u
any state when purchased for renta: or regilsterec and titled
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by a motor vehicle dealer licensed pursuant to chapter 322 for
rental use, and held for rental for a period of one hundred
twenty days or more and actually rented for periods of sixty
days or less by & person regularly engaged in the business of
renting vehicles including, but not limited te, motor vehicle
dealers licensed pursuant to chapter 322 who rent automobiles
to users, if the rental of the vehicles is subject to taxation

under chapter 422C.

NEW SUBSECTION. 15. Motor vehicles subject to
registration which were registered and titleé between July 1,
1982, and October 1, 1991, to a motor vehicle dealer licensed
under chapter 322 and which were rented to a user as defined

in section 422C.z if the following occurred:
1. The dealer kept the vehicle on the inventory of

vehicles for sale at all times.

2. The vehicle was to be immediately taken from the user
of the vehicle when a buyer was found.

3. The user was aware of this situation.

Sec. 8. This Act takes effect October 1, 1991.

—————tleily

SENATE AMENDMENT TO HOUSE FILE 695

H-5078
R ‘Ameq,~hc se Iile £95, azs amendes, vaszel, 3nd rz-
< Printed Dy tne House, as follzws:
1. Page 3, line ll, oy sStrix.ng tfe word and
< figures "Octoper i1, 1991" and inzerting tre Tollowing:
5 "Jely 1, 1932, ’ o
5 2. Page 3, l:ne 19, oy Striking tne worl o and
7 figures "Octoper 1, 16%:" and llserting tne Is.lowing

-
2y i, l9g92n,
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HOUSE FILE 695

‘ S-3792
Aamend House Tile 695 as amended, passed, and
reprinted by the House as fcilows:

1. Page 2, line 31, by inserting after thz word
"fund" the following: ", exczept for f£ifty tnodusand
doliars, which shall be creditad to the department of
revenue and finance to cover the cost of
administraction of this chapter".

By MIKE CONNOLLY

S NV BRI N S S|

§-3792 FILED MAY 12, 1991
54;4-‘79/?2\(§ 25y )

HOUSE FILE 695
$-3793

amend House File 695 as amended, passed, and
reprinted by the House as follows:

1. Page i, line 35 through page 2, line 1 oy
striking the words "TAX ON RENTAL OF AUTOMOBILES." and
inserting the following: "TAX TO GOUGE THE CONSUMER
IN ORDER TO FORGIVE THE USE TAX FOR THE RENTAL CAR
INDUSTRY."

~EOn U e L) B

By MIKZ CONNOLLY

1793 FI E MAY i2, 1991
Iy,

4’a —-—7 -«:4‘
HOUSE FILE 695
S-3794
L Amend House File 695 as amended, passed, and
2 reprinted by the EHouse as fciliows:
3 1. Page 2, line 2, by striking the word "Zcur"
4 and inserting the following: "two"

By MIKEZ CONNOLLY

S-3794 FILED MAY 12, 1991
wfe 2 ln 254D

HOUSE FILE 695

S-5001

1 amend House F:le 695, as amended, passed, and re-
2 printed by =he Hcuse, as follows:

3 1. Page 3, line li, by strix:ing the figure "1991"
4 and inserting the £ollowing: "1992".

5 2. Page 3, line 19, Dy stri<ing the figure "1991"
6 and inserting the followling: "1892".

By WILLIAM W. DILCLEMAN

S-5001 TILED JANTARY 21, 1992




HOUSE FILE 695

S-3734

b b B

&

Amend Bouse File 695, as amended, passed, aad
reprinted by the House, as I[ollows:

L. Page 3, by striking Lines 9 through 18.

2. Title page, line 4, by striking the words
"retroactive applicability ané eZfective dates” aad
inserting the following: “"an effective date”.

By MIXE CONNOLLY

$-3734 PILED MAY 8, 1991

di)—f'dm£¢lﬁﬁé?@?g¢/11f)

S-374
137 sAmend Fouse File 695, as amended, passed, and
2 reprinted by the Youse, as foliows: ) .
3 1. ©Ppage 3, line 19, by striking the word and
4 Figures "October 1, 1991" and ipnserting the foLlowing:
5 "January 1. 1992".

HOUSE FILE 6935

By MIKE CONNOLLY

$-3745 FILED MAY 9, 1991
RULED OUT OF ORDER @:,/735‘.)

S-3750

ped p=d b
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HOUSE FILE 695

amend House File 635, as amended, passed, 3nd
reprinted by the House, &s Spllows:

1. By striking page i, “ipe 1 through pags 2.
line 31.

2. page 3, line 8, by striking the figure "g22C”
and inserting the followiag: "322, division IV OrC
~his chapter”.

3. Page 2, Lines 12 and 13, by striking the words
ang figure "as defined in secrion 422C.2".

4. Title page, by striklig lines 1 and 2 and

inserting the following: "AD Act preoviding a usSe tax

exempticn™.
By MIKE CONNOLLY

S-3750 <SILED MAY 9, 1391
_fw“ '5_/4'*/‘7' Cb‘f” IR




HOUSE CLIP SHEET APRIL 29, 1991 Page 40

HCUSE FILE 8685

4"'. FISCAL NOTE
4

A fiscal note for House File 695 is hereby submitted pursuant to Joint Rule 17.
Data wused in developing this fiscal note Ls availabie from the Legislative
Fiscal Bureau to members of the Legislature upon request.

House File 695 imposes a 4% excise tax on the rental of automobiles for 80 days
or less if such rental 1s also subject to the state sales and use taxes.
Additionally, the bill exempts from the use tax the purchase of automobiles
subject to registration if the automobiles are to be used by a business that
rents these automobiles for 60 days or less and the rental is subject to the
excise tax. Moneys collected from this excise tax will be credited to the road
use tax fund. The use tax exemption applies retroactively to July 1, 1982, for
motor vehicles rented by motor vehicle dealers under certain conditions.
However, no refund claims will be allowed.

This bill becomes effective September 1, 1991.

Fiscal Effect

The 4% excise tax on rental of vehicles is estimated to generate about $0.8 to

1.0 million annually to the Road Use Tax Fund. This increase would be offset
ﬁ. by an unknown amount as a result of exempting these vehicles from the use tax.
H

If the disallowance of refund claims under Section 8 is ruled unconstitutional,
refunds issued to moror vehicle dealers retroactive to July 1, 1982 may result
in an expenditure for the State. However, the Department of Revenue and
Finance indicated they could not estimate the amount of refunds which would be
requested nor could they estimate the number of requests which would not be
approved as a result of not meeting qualification requirements.

Source:  Department of Revenue and Finance
Department of Transportation
[owa Auto Dealers Association {LSB 2285hv, DLR)

FILED APRIL 26, 1991 BY DENNIS PROUTY, FISCAL DIRECTCR
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WAYS AND MEANS BILL
BY CHAIRPERSON GRONINGA)
Paséed House, Date Passed Senate, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved

A BiLL FOR

1 &n-dot-:relating to the imposition of an excise tax on cer-ain
rentals of motor vehicles and providing a use tax exemption
for certain motor vehicles used for rental purposes and
providing retroactive applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 312,11, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 2A. Revenue derived from the excise tax
imposed upon the rental of automobiles, under chapter 422C, as

provided by section 422C.5.

Sec. 2. NEW SECTION. 422C.1 SHORT TITLE.

This chapter may be cited as the "Automobile Rental Excise
Tax Act".

Sec. 3. NEW SECTION, 422C.2 DEFINITIONS.

For purposes of this chapter, unless the context otherwise

requires:

1. "Automobile" means a motor wvehicle subject to
registration in any state designed primarily for carrying nine
passengers or less, excluding motorcycles and motorized

bicycles.

2. "Department" means the department of revenue and
finance,

3. "Lessor" means a person engaged in the business of

renting automobiles to users. "Lessor" includes a motor
vehicle dealer licensed pursuant to chapter 322 who rents
automobiles to users. For this purpose, the objective of
making a profit is not necessary to make the renting activity
a business. .

4, "Person" means person as defined in section 422.42.

5. "“Rental" means a transfer of the possession or right to
possession of an automobile to a user for a valuable
consideration for a period of sixty days or less.

6. “Rental price" means the consideration for renting an
automobile valued in money, and means the same as "gross
taxable services" as defined in section 422.42.

7. "User" means a person to whom the possession or the
right to possession of an automobile is transferred for a
period of sixty days or less for a valuable consideration
which is paid by the user or by another person.

Sec. 4. NEW SECTION. 422C.3 TAX ON RENTAL OF

-1-
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AUTOMOBILES. , |
1. A tax of four percent is imposed upon the rental price
of an automobile if the rental transaction is subject to the
sales and services tax under chapter 422, division IV, or the
use tax under chapter 423. The tax shall not be imposed on .
any rental transaction not taxable under the state sales and -

services tax, as provided in section 422.45, or the state use

tax, as provided in section 423.4, on automobile rental
receipts., } . g

2. The lessor shall collect the tax by adding.the.taxﬂ;o_
the rental price of the automobile.

3. The tax, when collected, shall be stated as a distinct
item separate and apart from the rental price of the
automobile and the sales and services tax imposed under
chapter 422, division IV, or the use tax imposed under chapter
423. | | |

Sec. 5. NEW _SECTION. 422C.4 ADMINISTRATION AND
ENFORCEMENT. : 3 |

All powers and requirements of the director of revenue and
finance to administer the state gross receipts tax law under
chapter 422, division IV, are applicable to the administration
of the tax imposed dnder section 422C.3, including but not
limited to sections 422,25, subsection 4, 422.30, 422,48
through 422.52, 422.54 through 422.58, 422.67, 422,68, 422.69,
subsection 1, and 422.70 through.422Q75. . However, as -.an .
exception to the powers specified in section 422.52, .
subsection 1, the director shall only require the filiﬁg of
quarterly reports.. | - .

Sec. 6. NEW SECTION. 422C.5 DEPOSIT OF REVENUE. .

The revenue arising from the operation of this chapter
shall be credited to the road use tax fund. | i

Sec. 7. Section 423.4, Code 1991, is amended by addihg the
following new subsection: ‘ | |

NEW SUBSECTION. 14. Vehicles subject to registration in
any state when purchased for rental and actually rented for

~2=




periods of sixty days or less by a person regularly engaged in
the business of renting vehicles including, but not limited
to, motor vehicle dealers licensed pursuant to chapter 322 who
rent automobiles to users, if the rental of the vehicles is
subject to taxation under chapter 422C or prior to September
1, 1991, was subject to taxation under chapter 422, division
IV, or this chapter.

Sec. 8. Section 7 of this Act is retroactive to July 1,
1982, for motor vehicles subject to registration which were
registered and titled to a motor vehicle dealer licensed under
chapter 322 and which were rented to a user as defined in
section 3 of this Act if the following occurred:

1. The dealer kept the vehicle on the inventory of

LYo B o - B B Y S

o
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vehicles for sale at all times.
2. The vehicle was to be immediately taken from the user

P
-
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[
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of the vehicle when a buyer was found.

[
[e4}

3. The user was aware of this situation.

4. For the period beginning July 1, 1982, and ending June
30, 1985, the rental of an automobile to a user need not be _
taxable under chapter 422 or 423 for the retroactive exemption
allowed by this section to prevail.

No claims for refund of use tax paid shall be allowed as a
result of this section, notwithstanding any other provision of

o
o -

T
N
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law.

Sec. 9. This Act takes effect September 1, 1991.

EXPLANATION

The bill imposes a four percent excise tax on the rental of
automobiles for 60 days or less if such -rental is also subject
to the state sales and use taxes, In addition, the bill
exempts from the use tax the purchase of automobiles subject
to registration if the automobiles are to be used by a
business that rents these automobiles for 60 days or less and
the rental is subject to the excise tax. Moneys collected
from this excise tax will be credited to the road use tax
fund. The use tax exemption applies retroactively to July 1,
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1 1982, for motor vehicles rented by motor vehicle dealers under
2 certain conditions.

3 allowed.
This bill becomes effective September 1, 1991.

4
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However, no refund claims will be

LSB 2285HC 74
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BY (PROPOSED COMMITTEE ON
WAYS AND MEANS BILL
BY CHAIRPERSON GRONINGA)

Passed House, Date Passed Senate, Date
Vote: Ayes Nays Vote: Ayes Nays
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A BiLL FOR

An Act relating to the imposition of an excise tax on certain
rentals of motor vehicles and providing a use tax exemption

for certain motor vehicles used for rental purposes.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1., Section 312.1, Code 1991, is amended by adding
the following new subsection:

NEW SUBSECTION. 2A. Revenue derived from the excise tax
imposed upon the rental of automobiles, under chapter 422C, as
provided by section 422C.5,

Sec. 2. NEW SECTION. 422C.1 SHORT TITLE.

This chapter may be cited as the "Automobile Rental Excise
Tax Act".

Sec. 3. NEW SECTION. 422C.2 DEFINITIONS.

For purposes of this chapter, unless the context otherwise

requires:

1. "Automobile” means a motor vehicle subject to
registration in any state designed primarily for carrying
fifteen passengers or less, excluding motorcycles and
motorized bicycles.

2. "Department® means the department of revenue and
finance.

3. "Lessor" means a person engaged in the business of
renting automobiles to users. "Lessor" includes a motor
vehicle dealer licensed pursuant to chapter 322 who rents
automobiles to users. For this purpose, the objective of
making a profit is not necessary to make the renting activity
a business.

4. "Person" means person as defined in section 422.42.

5. "Rental" means a transfer of the possession or right to
possession of an automcbile to a user for a valuable
consideration for a period of sixty days or less.

6. "Rental price" means the consideration for renting an
automobile vailued in money, and means the same as "gross
taxable services" as defined in section 422.42.

7. "User" means a person to whom the possession or the
right to possession of an automobile is transferred for a
period of sixty‘days or less for a valuable consideration
which is paid by the user or by'another person.

Sec. 4. NEW SECTION. 422C.3 TAX ON RENTAL OF
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AUTOMOBILES.

1. A tax of four percent is imposed upon the rental price
of an automobile if the rental transacticn is subject to the
sales and services tax under chapter 422, division IV, or the
use tax under chapter 423, However, the tax shall not be
imposed if the user is a governmental body, or a corporation,
society, association, foundation, or institution organized and
operated exclusively for charitable, religious, or educational
purposes.

2. The lessor shall collect the tax by adding the tax to
the rental price of the automobile.

3. The tax, when collected, shall be stated as a distinct
item separate and apart from the rental price of the
automobile and the sales and services tax imposed under
chapter 422, division 1V, or the use tax imposed under chapter
423,

Sec. S. NEW SECTION. 422C.4 ADMINISTRATION AND
ENFORCEMENT.

All powers and requirements of the director of revenue and
finance to administer the state gross receipts tax law under
chapter 422, division IV, are applicable to the administration
of the tax imposed under section 422C.3, including but not
limited to sections 422.25, subsection 4, 422.30, 422.48
through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69,
subsection 1, and 422.70 through 422.75.

Sec. 6., NEW SECTION., 422C.S DEPQOSIT OF REVENUE.

The revenue arising from the operation of this chapter
shall be credited to the road use tax fund.

Sec. 7. Section 423.4, Code 1991, is amended by adding the
following new subsection:

NEW SUBSECTION. 14. Vehicles subject to registration in
any state when purchased for rental and actually rented for
periods of sixty days or less by a person regularly engaged in
the business of renting vehicles including, but not limited
to, motor vehicle dealers licensed pursuant to chapter 322 who

-2~
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rent automobiles to users, if the rental of the vehicles 1is
subject to taxation under chapter 422C.
EXPLANATION

The bill imposes a four percent excise tax on the rental of
automobiles for 60 days or less if such rental is also subject
to the state sales and use taxes. In addition, the bill
exempts from the use tax the purchase of automobiles subject
to registration if the automobiles are to be used by a
business that rents these automobiles for 60 days or less and
the rental is subject to the excise tax. Moneys collected
from this excise tax will be credited to the road use tax
fund.
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AN ACT
RELATING TO ‘I'HE IMPOSITION OF AN EXCISE TAX ON CERTAIN RENTALS
QF MOTOR VEHICLES AND PROVIDING A USE TAX EXEMPTLION FOR
CERTAIN MOTOW VEHECLES USED FOR RENTAL PURPOSES AND PRO-
VIDIKG RETROACTIVE APPLICARILITY AND EFFECTIVE DATES.

BE IT EWACTED BY THE CENERAL ASSFMBLY OF THFE STATE OP [OWA:

Section L. Section 312.1, Code 1991, 1s amended by adding
the following new subsection:

MEW SUBSECTION. 2A. Revenue decived from the excise tax
imposed upon the rental of automobiles, under chapter 422C, as
provided by section 422C.5.

Sec. 2. HEW SECTION, 422C.1 SHORT TITLE.

This chaptecr may be cited as the “"Automobile Rental Excise
Tax Act".

Sec. 3. MEW SECTION. 422C,2 DEFINITIONS.

Por purposes ot this chapter, ualess the context otherwise
requites:

L, "Automobile" means a motor vehicle subject to
registration i1n any state designed primarily tocr carrying nine
passengers or less, excluding motorcycles and motorized
bicycles.

2, “"Department” means the department of revenue and
finance.

3. “Lessor” means a person engaged in the business of
renting automobiles to users, “Lessor” includes a motor
vehicle dealer licensed pursuant to chapter 322 who rents

House ¥File 695, p. 2

automobiles to users. For this purpose, the objective of
making a profit 1s nob necessacy LO make the centing activity
a buslness,

4. "Pecrson” means person as detined in section 422,42,

S. "Rental® means a transfer of the possession or right to
possession of an automobile to a user for a4 valuable
congidecation for a period of sixty days or less.

6. "“Rental price" means the considecation tor renting an
automobile valued 1n money, and means the same as "gross
taxable services" as defined in section 422.42.

7. "Usec” means a person to whom the possession or the
right to possession of an automobile 1s transferred for a
period of sixty days or less for o valuable considecation
which is paid by the user or by another person.

Sec. 4. NEW SECTION. 422C.3 TAX ON RENTAL OF
AUTOMOBILES.

1. A tax of four percent is imposed upon the rental price
of an automobile if the cental transaction is subject to the
saleg and services tax under chapter 422, division IV, or the
use tax under chapter 423. The tax shall not be imposed on
any rental transaction not taxable under the state sales and
services tax, as provided 1o section 422.49%, or the state use
tax, as provided 1n section 423.4, on antomobile rentail
teceipts,

2. The lessor shall collect the tax by adding the tax to
the rental pcice of the automobile,

J. The tax, when collected, shall be stated as a distinct
item separate and apart trom the cental price of the
automobile and the sales and services tax imposed under

chapter 422, divisaion [V, or the yse rtax Lmposed undec chapter
423,

Sec. 5. MNEW SFCTIOR, 422C.4 ADMINISTRATION AND
ENFQRCEMENT .
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All powees and requirements of the director of revenue and
tinance to administer the state qross receipts tax law undeg
chapter 422, division [V, ate applicable to the administration
of the tax imposed under section 422C.%, including but not
limited to sections 422.25, subsection 4, 422.30, 422,48
through 422.52, 422.54 rhrough 422,58, 422.67. 422.68, 422.69,
subsection L, and 422.70 through 422.7%. However., 4as an
exception to the powers specified in section 422.52,
subsection 1, the director shall only require the filing of
quarterly reports,

Sec. 6. MEW SECTION. 422C.5 DEPOSIT OF REVENUE,

The revenue arising from the operation of this chapter
shall be credited to the road use tax fund.

Sec. 7, Section 423.4, Code 1991, 1s amended by adding the
following new subsections:

WEW SUBSECTION. 14. Vehicles subject to registration in
any state when pucrchased tor rental ot cegistered and taitled
by a motor vehicle dealer licensed pucsuant to chapter 322 for
rental use, and held for rental for a period of one hundred
twenty days or nore and actually cvented for periods of srxty
days or less by a person rveqularly engaged in the business of
renting vehicles including, but not limited to, motor vehicle
dealers licensed pursuant to chapter 322 who rent automobiles
to users, 1€ the rental of the vehicles is subject to taxatiod
under chapter 422C.

KEW_ SUBSECTION. 15. Motor vehicles subject to
registration which wece tegistered and titled between July 1,
1982, and July 1, 1992, to a motor vehicle dealer licensed
uwnder chapter 322 and which were rented to a user as defined
1n section 422C.2 1t the tollowing occurred:

1. The dealer %ept the vehicle on the inventory of
vehicles for sale at all times.

2. The vehicle was to be 1mmediately taken From the usere
of the vehicle when a buyer was tound.

3. The user was aware of this situation,

House File 695, p. 4

Sec. 8. This Act takes effect July L, 1992,

ROBERT C. ARROULD
Speaker of the House

MICHAEL E. GRONSTAL
President of the Senate

1 hereby certify that this bil) originated in the House and
15 known as House File 695, Seventy-fourth General Aaserbly,

Approved

TERRY E. BRANSTAD

Governor

1992

JOSEPH Q'HERN
Chief Clerk of the House




