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APR i :) '991 HOUSE FILE "tis 
BY COMMITTEE ON WAYS AND MEANS 

(SUCCESSOR TO HSB 203.1) 

Passed House, 

Vote: Ayes 

Date shiN (1' .:z/~y) Passed Senate, Date .:</11/9;;;. 
'1'1 Nay~_ Vote: Ayes '/0 Nays 8' 

Approved --r:;::Zb.~ ~ If~,,--_ 

An 

BE 

A BILL FOR 

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. 

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

TLSB 2285HV 74 

mglJ j/8 



S.F. H.F. 

1 Section 1. Section 312.1, Code 1991, is amended by adding 

2 the following new subsection: 

3 NEW SDBSECTION. 2A. Revenue derived from the excise tax 

4 imposed upon the rental of automobiles, under chapter 422C, as 

5 provided by section 422C.5. 

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

7 This chapter may be cited as the "Automobile Rental Excise 

8 Tax Act". 

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

10 For purposes of this chapter, unless the context otherwlse 

11 requires: 

12 1. "Automobile" means 

13 registration in any state 

a motor vehicle subject to 

designed primarily for carrying 

14 passengers or less, excluding motorcycles and motorlzed 

15 bicycles. 

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

17 finance. 

18 3. "Lessor" means a person engaged in the buslness of 

19 renting automobiles to users. "Lessor" includes a motor 

20 vehicle dealer licensed pursuant to chapter 322 who rents 

21 automobiles to users. For this purpose, the objective of 

nir.e 

22 making a profit is not necessary to make the renting ~ctivity 

23 a business. 

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

25 5. "Rental" means a transfer of the possession or right to 

26 possession of an automobile to a user ror a valuable 

27 consideration for a period of sixty days or less. 

28 6. "Rental price" means the consideracion for renting 

29 automobile valued in money, and means the same as "gross 

30 taxable services u as defined !n section 422.42. 

31 7. 'IUser!1 means a person to whom the possession or the 

32 right to ?ossession of an automobile is transferred 

33 period of sixty days or less for a valua~le cc~s:der~tic~ 

34 which is paid by (he USEe or by anocher perSO!l. 

35 Sec. ~o NEW SECTION~ '22C.3 TAX ON ~ENTA~ OF 
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S.F. H.F. 

1 AUTOMOBILES. 

2 1. 

3 of an 

A tax of four percent is imposed upon the rental price 

automobile if the rental transaction is subject to the 

4 sales and services tax under chapter 422, division IV, or the 

5 use tax under chapter 423. The tax shall not be imposed on 

6 any rental transaction not taxable under the state sales and 

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

8 tax, as provided in section 423.4, on automobile rental 

9 receipts. 

10 2. The lessor shall collect the tax by addlng the tax to 

11 the rental price of the automobile. 

12 3. The tax, when collected, shall be stated as a distinct 

13 item separate and apart from the rental price of the 

14 automobile and the sales and services tax imposed under 

15 chapter 422, division IV, or the use tax imposed under 

16 423. 

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

18 ENFORCEMENT. 

chapter 

19 All powers and requirements of the director of revenue and 

20 finance to administer the state gross receipts tax law under 

21 chapter 422, division IV, are applicable to the administration 

22 of the tax imposed under section 422C.3, lncluding but not 

23 limited to sections 422.25, s~bsection 4, 422.30, 422.48 

24 through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69, 

25 subsection 1, and 422.70 through 422.75. However, as an 

26 exception to the powers specifled in section 422.52, 

27 subsection 1, the director shall only require the filing of 

28 quarterly reports. 

3 1 7/29 Sec. 6. NEW SECTION. 422C.5 DEPOSIT OF REVENUE. 

, 
30 1. Por each fiscal year the departmeoc shall estimate the 

32 

33 

34 

35 

31 amount of use tax reven~es WhiCh would not be collected during 

the fiscal year as a result of the exemption provided in 

section 423.4, subsection 14. From revenues arISing from the 

operation 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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S.P. H.F. 

1 fund. 

2 2. After deducting the amount credited to the road use tax 

3 fund under subsection 1, any remaining revenues derived from 

4 the operation of this chapter shall be credited to the general 

5 fund of the state. 

6 Sec. 7. Section 423.4, Code 1991, is amended by adding the 

7 following new subsection: 

8 NEW SUBSECTION. 14. Vehicles subject to registration in 

9 any state when purchased for re~tal and actualcy rented for 

10 periods of sixty days or less by a person regularly engaged 1n 

~l the business of renting vehicles including, but ~ot limited 

12 to, motor vehicle dealers licensed pursuant to chapter 322 who 

11 rent automobiles to users, if the rental of the vehicles is 

14 subject to taxation under chapter 422C or prior to September 

15 1, 1991, was subject to taxation under chapter 422, dlvision 

16 IV, or this chapter. 

17 Sec. B. Sectlon 7 of this Act is retroactive to July 1, 

18 1982, for motor vehicles subject to registration which were 

19 registered and titled to a motor vehicle dealer licensed under 

20 chapter 322 and which were rented to a user as de:ined in 

2l section 3 of this Act if the following occurred: 

22 1. The dealer kept the vehicle on the inventory of 

23 vehlcles for sale at all times. 

24 2. The vehicle was to be immediately taken from the us",r 

25 of the vehicle when a buyer was found. 

26 3. The user was aware of this situat~on. 

27 4. For the period beginning July 1, 1982, and endlng June 

28 30, 1985, the rental of an automobile to a user need not be 

29 taxable under chapter 422 or 423 for the retroactive exempt 1011 

30 allowed by this section to prevail. 

3L No claims for refund of use tax paid shall be allowed as a 

:'7 ,esult of this section, notwichsta~d:n~ any other provision of 
")...., ~ 

oJ .... .Law. 

34 Sec. 9. ThlS Act takes effect Sep~ember ~, 1991. 

35 EX? L.,\NA 'L I ON 
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1 The bill 

2 automobiles 

S.F. H.F. 

imposes a four percent excise tax on the rental of 

for 60 days or less if such rental is also subject 

3 to the state sales and use taxes. In addition, the bill 

4 exempts from the use tax the purchase of automobiles subject 

5 to registration if the automobiles are to be used by a 

6 business that rents these automobiles for 60 days or less and 

7 the rental is subject to the excise tax. Moneys collected 

8 trom this excise tax will be credited to the road use tax fund 

9 and the general fund of the state. The amount credited to the 

10 road use tax fund is an amount equal to the estimated use tax 

11 revenues lost as a resu:t of the use tax exemption in the 

12 bill. The remainder of the moneys collected will go to the 

13 state general fund. The use tax exemption applies 

14 retroactively to July 1, 1982, for motor vehicles rented by 

15 motor vehicle dealers under certain conditions. However, no 

16 refund claims will be allowed. 

17 This bill becomes effective September 1, 1991. 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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HOUSE FILE 695 
H-4018 

.~e~d House File 695 as EclLows: 
2 1. Page 3, line 7. by striking the ~ord 

"subsection" and insertin~ the fo~:owing: 3 
4 II subsect ions It. 
5 2. Page 3, line 9, by lnse::ing after the word 

"rental l' the following: "o~ :egistered a~d t:t:ed by 
a motor vehicle dealer licensed pursuant :0 chapter 
322 for rental use. and held for rental for a period 
of one hundred twenty days or more". 

6 
7 
8 
9 

10 
ll. 
12 
13 
14 
15 
16 
17 
18 
1.9 
20 
21 

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

NEW SUBSECTION. 15. Motor vehicles subject to 
registration which were registered and tl:led between 
July 1. 1982. and Octeber :. 1991, to a motor vehlcle 
dealer licensed u~der chapter 322 and which were 
rented to a user as defined ln section 422C.2 if the 
following occurred:". 

4. Page 3. by striking lines 27 through 33. 
5. Page 3. line 34, by striking the word 

"September" and inserting the following: "Octooer". 
By MURPHY of Dubuque 

BENNETT of Ida 
GRON!NG~ of Cerro Gordo 

8-4018 FILED MAY 2, 1991 
(/L .. /--C..J 47/ 'i' ( (if :1/,,3) 

HOUSE FILE 695 
8-3771 

:. Amend House Flle 695 as follows: . 
2 1. 3y striking page 2, line,30 througn ?age 3, 
3 line 5 and inserting the followlng:, ' 
4 "The revenue arising from the operatl0n of ~hl~ " 
S chapter shall be credited to the road use tax :unc. 

By KOENIGS of Mitchell 
DE GROOT of Lyon 

B-3771 FILED APRIL 22, 1991 
r)(L~ ~"ldc1f ~"-Z1_<'"7/ 

v . 
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HOUSE FILE ~ 9,~ 
BY COMMITTEE ON WAYS AND MEANS 

J~.c.; I--- ,/J'- S<Vc .s~/y/ 
(SUCCESSOR TO HSB 203.1) 

(As Amended and Passed by the Ho~se May 7, 1991) 

/1 
.~ Passed House, Da te "<4" lor ... 9 " I.J) 

q I Nays -->rol..i __ 

Passed Senate, 

Vote: Ayes Vote: Ayes .+e. Nays _-''''''-~ __ 

Approved '/J7d.v...£ ~ 1"/"1.2... ({ W,I,I 

A BILL FOR 

1 An Act relating to the imposition of an excise tax on certain 

2 rentals of motor vehicles and providing a use tax exemption 

3 

4 

5 BE 

6 

for certain motor vehicles used for rental purposes and 

providing retroactive applicability and effective dates. 

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

7 

8 

House Amendments 

Deleted Language * 
5-5032 

HOUSE FILE 695 

1 Amend HOuse :ile 695, as amena"ed 2 . d ' passed, and re-
pr~nte by the Ho~se, as follows: 

3 1. Paoe 3, ~ine 1l, by Str:klog the word and 
4 figures "6ctober 1, '991" ". . 
5 "July 1, 1992". - ana Inserting the following: 
6 2. Page 3, line 
7 figures l'October 1, 
8 "July 1, 1992". 

:9, by strIking the word and 
1991" and Inserting the following: 

By WILLIAM W. DIELE~AN 

5-5032 :!LED :EBRUARY 7, 1992 
AOO?TED ~,. .~~", 

20 

21 

22 

T::'SB 2285HV 74 



S.P. H.F. 

1 Section 1. Section 312.1, Code 1991, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 2A. Revenue derived from the excise tax 

4 imposed upon the rental of automobiles, under chapter 422C, as 

5 provided by section 422C.5. 

6 Sec. 2. NEW SECTION. 422C.l SHORT TITLE. 

7 This chapter may be cited as the "Automoblle Rental Excise 

8 Tax Act". 

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

10 For purposes of this chapter, unless the context otherwise 

11 requires: 

12 1. HAutomobile H means a motor vehicle subject to 

13 registration in any state designed primarily Eor carrying nine 

14 passengers or less, excluding motorcycles ane motorized 

15 bicycles. 

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

17 finance. 

18 3. "Lessor" means a person engaged in thE business of 

19 renting automobiles to users. "Lessor" incl~des a motor 

20 vehicle dealer licensed pu~suant to chapter 322 who rents 

21 automobiles to users. For this purpose, the objective of 

22 making a profit is not necessary to make the renting activlty 

23 a business. 

24 4. "Person" means person as defined in SEction 422.42. 

25 5. "Rental" means a transfer of the possesslon or right to 

26 possession of an automobile to a user for a valuable 

27 consideration for a period of sixty days or less. 

28 6. "Rental price" means the consideration for renting an 

29 automobile valued in money, and means the same as "gross 

30 taxable services" as defined in section 422.~2. 

31 7. "User" means a person to whom the possession or t~e 

32 rlght to possession of an a~tornoblle 1S t,ansferred for a 

33 period of sixty days 0, less for a valuable conslderation 

34 which is paid b~ the user 0: by another p€rson~ 

35 Sec. 4. NEW SECTION. 422C.3 TAX ON ~ENTA~ OF 

-1-
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S.F. H.F. 

1 AUTOMOBILES. 

2 1. A tax of four percent is imposed upon the rental price 

3 of an automobile if the rental transaction is subject to the 

4 sales and services tax under chapter 422, divlSlon IV, or the 

5 use tax under chapter 423. The tax shall not be imposed on 

6 any rental transaction not taxable under the state sales and 

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

8 tax, as provided in section 423.4, on automobile rental 

9 receipts. 

10 2. The lessor shall collect the tax by addlng the tax to 

11 the rental price of the automoblle. 

12 3. The tax, "hen collected, shall be stated as a distinct 

13 item separate and apart from the rental price of the 

14 automobile and tr.e sales and services tax imposed under 

15 chapter 422, divislon IV, or the use tax imposed ~nder chapter 

16 423. 

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

18 ENFORCEMENT. 

19 All powers anc requirements of the director of revenue and 

20 finance to administer the state gross receipts tax law under 

21 chapter 422, division IV, are applicable to the administration 

22 of the tax imposed under section 422C.3, :ncludlng but not 

23 limited to sections 422.25, subsectlon 4, 422.30, 422.48 

24 through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69, 

25 subsection 1, and 422.70 through 422.75. However, as an 

26 exception to the powers specifled in sectlon 422.52, 

27 subsection 1, the director shall only requlre the filing of 

28 quarterly repor~s. 

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

30 The revenue ariSing from the operatlon of :nlS chapter 

31 shall be credited to the road ~se tax fund. 

32 Sec. 7. Section 423.4, Code 1991, is amended by adding the 

33 followlng new ~sections: 

34 NEW SUBSECTION. 14. Vehicles subJect :0 registration in 

35 any state when purchased for renta: or ~eg:stered and t:tled 

-2-



S.F. H.F. 

1 by a motor vehicle dealer licensed pursuant to chapter 322 for 

2 rental use, and held for rental for a period of one hundred 

3 twenty days or more and actually rented for per10ds of sixty 

4 days or less by ~ person regularly engaged 1n the business of 

5 renting vehicle3 including, but not lim~ted to, motor veh1cle 

6 dealers licensed pursuant to chapter 322 who rent automobiles 

7 to users, if the rental of the vehicles is subject to taxation 

8 under chapter 422C. 

9 NEW SUBSECTION. 15. Motor vehicles subject to 

10 registration which were registered and titled between July 1, 

J~~.ll 1982, and October 1, 1991, to a motor vehicle dealer licensed 

12 under chapter 322 and which were rented to a user as defined 

13 in section 422C.2 if the follOWing occurred: 

14 1. The dealer kept the vehicle on the inventory of 

15 vehicles for sale at all times. 

16 

20 

21 

2. 

of the 

3 • 

The vehicle was to be immediately 

vehicle when a buyer was found. 

taken from the user 

The user was awar.e of this situation. 

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

22 __ _ 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

SENATE AMENDMENT TO HOUSE FILE 695 
H-5078 

~~end hc~se ?::e 695, as a~e~d~c, 
2 ~~in:ed by the Ho~se, as ~o::~ws: 

, ?age 3, ::~e 1:, oy str:~_::g t~e 
~ ~:c.u:es "Oc,:ooe~ :, '09-" a .... ~ .... e 
J "July 1, 1992". 
6 2. Pa.ge 3, ':':ne 
7 ~!gures IIOc~obe~ -f 

B "J~ly 1, 1992". 

• .#' ~ ;;'-0 ':' .• s ~:l:-':S 

,:;: .,\.... 

::-:t; ::: __ J~.;:':-:g: 

8-5078 
RECE:VED fROM ~~~ SE~ArE 

F:LED ~~aRUA~Y 18, 1992 
,; .;. .... c. ..... _~ ___ (:"-.,_~...<...i;/~"-) ..z/:.-<,I (J _~/'j') 
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lIOUSE FILE 695 
S-3792 

Amend House :lLe 695 as amended, passed, a~d 
2 reprinted by the ~ouse as follows: 
3 1. Page 2, line 31, by inserteng after th~ word 
4 I'fund" the following: It, except for !ifty tn~usand 
5 dollars, which shall be credited to the depar:men~ of 
6 revenue and finance to cover the cost of 
7 administration of this chapte~r'. 

By MIKE CONNOLLY 

5-3792 FILED ~AY 12, 1991 
01;""'- 47/'1"" ("1 .<,'" ') 

HOUSE FILE 695 
S-3793 

Amend House Fi~e 695 as amended, passed, and 
2 reprinted by the douse as follows: 
3 1. Page 1, line 3S through page 2, line 1 oy 
4 striking the words "TAX ON «ENTAL OF AUTOMOBILES." and 
5 inserting the following: "TAX TO GOUGE THE CONSUMER 
6 IN ORDER TO FORGIVE THE USE TAX FOR THE RENTAL CAR 
7 INDUSTRY." 

By MIK;;: CONNOLLY 

5-3793 FILED MAY 12, 1991 
;U./-'4 0;'; -"'/7 (1f .:<;,-,,) 

HOUSE FILE 695 
5-3794 

Amend House File 695 as amended, passed, and 
2 reprinted by the House as follows: 
3 1. Page 2, line 2, by striking che word "~our'l 
4 and inserting the following: "two". 

By :-11K;;: CONNOLLY 

5-3794 FILED MAY 12, 1991 
".J/~~ ..t/., (,.., .... "'s<J. ') 

J 

HOUSE FILE 695 
S-5001 

1 Amend House F:le 695, as ame~ded, passed, and re-
2 printed by =~€ Heuse, as follows: 
3 1. Page 3, :ine II, by st[i~~ng :he ~lgure ":991'1 
4 and inserting the followlng: "1992". 
5 2. Page 3, 1i~e 19, by stri~ing the flgu:e ":991" 
6 and insertlng t~e ~ollowing: "1992". 

By W!L"!AM W. DII:LD!A:-< 

S-5001 ?ILED JAN~ARY 21, 1992 



gOOSE FILE 695 
S-3734 

1 Amend House F~le 695, as ame~ded, passed, a~d 
2 repr~nted by the House, as fo~lcws: 
3 1. Page 3, by striking :~nes 9 through 18. 
4 2. Title page, line 4, by st::ki~g the wo:ds 
5 "retroactive a:Jplicabilitv and e:rective caces" and 
6 inserting the ~ollowing: ·" an effective date". 

S-3734 FILED MAY 8, 1991 
cJ...J l' <J~ S/?/9J!!, Il~s-) 

Sy M~KE CONNOLLY 

HOUSE FILE 695 

5-3745 1 Amend House File 695, as amended, passed, and 
2 reprinted by the nOuse, as Eo1j,ows: 
3 1. 9age 3, line 19, by str~king the wo:d and 
4 figures "October :, 1991" and ~nserting the ~Qliowing: 
5 "January 1, 1992". 

S-3745 fILED MAY 9, 1991 
RULED OOT OF ORDER Ci!.I'1~"> .J 

By MIKE CONNOLLY 

HOOSE FILE 695 

$-3750 
Amend House File 595, as amended, passed, 3nd 

2 :eoLi_nted by the gouse, as :OJ.-,-cws: 
3 -1. 8y strlkLng page 1, :ine 1 through 9a g e 2, 

4 line 31. 
S 2. Page 3, line 8, by striking the figure "422C" 
6 and inserting the following: "422, division :V or 
i this chapter". 
8 3. Page 3, ~ines 12 and L3, by striking tje words 
9 and figure "as defined in section 422C.2". 

:0 4. ~itle ~age, by strlK:nq ~lnes 1 and 2 and 
11 Lnserting the fo:lowing: "An Act prcvidi~g a use cax 
~2 exem;>tion". 

By MIKE CONNOLL'£ • 
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• 
HOUSE FILE 695 

FISCAL NOTE 

A fiscal note for House File 695 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. 

House File 695 imposes a 4% 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. 
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 
by an unknown amount as a result of exempting these vehicles from the use tax. 

If the disallowance of refund claims under Section 8 i~ ruled unconstitutional, 
refunds issued to motor vehicle dealers retroactive to July I, 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 
Iowa Auto Dealers Association (LSB 2285hv, DLR) 

FILED APRIL 26, 1991 BY DENNIS PROUTY, FISCAL DIRECTOR 
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-HOOSE FILE ~;1~ 
BY (PROPOSED COMMITTEE ON 

WAYS AND MEANS BILL 
BY CHAIRPERSON GRONINGA) 

Passed House, Date __________ Passed Senate, Date __________ ___ 
Vote: Ayes Nays Vote: Ayes Nays _____ ___ 

Approved ________________________ ___ 

A BIU FOR 

lAn~;Act~'r.e_latJ,ng to the imposition of an excise tax on cer·:ain 
2 rentals of motor vehicles and providing a use tax exemption 

for certain motor vehicles used for rental purposes and 
providing retroactive appli~ability and effective dates. 

3 
4 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
6 
7 
8 
9 

10 
11 

12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
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S.F. H.F. 

1 Section 1. Section 312.1, Code 1991, is amended by adding 
2 the following new subsection: 
3 NEW SUBSECTION. 2A. Revenue derived from the excise tax 
4 imposed upon the rental of automobiles, under chapter 422C, as 
5 provided by section 422C.5. 
6 Sec. 2. NEW SECTION. 422C.l SHORT TITLE. 
7 This chapter may be cited as the "Automobile Rental Excise 
8 Tax Act". 
9 Sec. 3. NEW SECTION. 422C.2 DEFINITIONS. 

10 For purposes of this chapter, unless the context otherwise 
11 requires: 

12 1. "Automobile" means a motor vehicle subject to 
13 registration in any state designed primarily for carrying 
14 passengers or less, excluding motorcycles and motorized 
15 bicycles. 
16 2. "Department" means the department of revenue and 
17 finance. 
18 3. "Lessor" means a person engaged in the business of 
19 renting automobiles to users. "Lessor" includes a motor 
20 vehicle dealer licensed pursuant to chapter 322 who rents 
21 automobiles to users. For this purpose, the objective of 
22 making a profit is not necessary to make the renting activity 
23 a business. 
24 4. "Person" means person as defined in section 422.42. 
25 5. "Rental" means a transfer of the possession or right to 
26 possession of an automobile to a user for a valuable 
27 consideration for a period of sixty days or less. 
28 6. "Rental price" means the consideration for renting an 
29 automobile valued in money, and means the same as "gross 

30 taxable services· as defined in section 422.42. 
31 7. 

32 right 
"User" means a person to whom the possession or the 

to possession of an automobile is transferred for a 
33 period of sixty days or less for a valuable consideration 
34 which is paid by the user or by another person. 
35 Sec. 4. NEW SECTION. 422C.3 TAX ON RENTAL OF 

-1-
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S.F. ____ H.F. 

1 AUTOMOBILES. 
2 1. A tax of four percent is imposed upon the rental price 
3 of an automobile if the rental transaction is subject to the 
4 sales and services tax under chapter 422, division IV, or the 
5 use tax under chapter 423. The tax shall not be imposed on 
6 any rental transact ion not taxable under the state sale's' and 
7 services tax, as provided in section 422.45, or the state ~se 
8 tax, as provided in section 423.4, on automobile rental 
9 receipts. 

10 2. The lessor shall collect the. tax by adding the tax . to 
11 the rental price of the automobile. 
12 3. The'tax, when collected, shall be stated as a distinct 

13 item separate and apart from the rental price of the 
14 automobile and the sales and services tax imposed under 
15 chapter 422, division IV, or the use tax imposed under chapter 
16 423. 

17 Sec. 5. NEW SECTION. 422C.4 ADMINISTRATION AND 
18 ENFORCEMENT. 
19 All powers and requirements of the director of revenue and 
20 finance to administer the state gross receipts tax law under 
21 chapter 422, division IV, are applicable to the administration 
22 of the tax imposed under section 422C.3, including but not 
23 limited to sections 422.25, subsection 4, 422.30, 422.48 
24 through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69, 
25 subsection 1, and 422.70 through 422.75. However, as.an 
26 exception to the powers specified in section 422.52, 
27 subsection 1, the director shall only require the filing of 
28 quarterly reports. 
29 Sec. 6. NEW SECTION. 4 2.2C. 5 DEPOSIT OF REVENUE. 
30 The revenue arising from the operation of this chapter 
31 shall be credited to the road use tax fund. 
32 Sec. 7. Section 423.4, Code 1991, is amended by adding the 
33 following new subsection: 
34 NEW SUBSECTION. 14. Vehicles subject to registration in 
35 any state when purchased for.rental and actually rented for 
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1 periods of sixty days or less by a person regularly engaged in 
2 the business of renting vehicles including, but not limited 
3 to, motor vehicle dealers licensed pursuant to chapter 322 who 
4 rent automobiles to users, if the rental of the vehicles is 
5 subject to taxation under chapter 422C or prior to September 
6 1, 1991, was subject to taxation under chapter 422, division 
7 IV, or this chapter. 
8 Sec. 8. Section 7 of this Act is retroactive to July 1, 
9 1982, for motor vehicles subject to registration which were 

10 registered and titled to a motor vehicle dealer licensed under 
11 chapter 322 and which were rented to a user as defined in 
12 section 3 of this Act if the following occurred: 
13 1. The dealer kept the vehicle on the inventory of 
14 vehicles for sale at all times. 
15 

16 of 

2. 

the 

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

17 3. The user was aware of this situation. 
For the period beginning July 1, 1982, and ending June 

19 30, 1985, the rental of an automobile to a user need not be 
18 4. 

20 taxable under chapter 422 or 423 for the retroactive exemption 
21 allowed by this section to prevail. 
22 No claims for refund of use tax paid shall be allowed as a 
23 result of this section, notwithstanding any other provision of 
24 law. 

25 Sec. 9. This Act takes effect September 1, 1991. 
26 EXPLANATION 
27 The bill 

28 automobiles 
imposes a four percent excise tax on the rental of 
for 60 days or less if such·rental is also subject 

29 to the state sales and use taxes. In addition, the bill 

30 exempts from the use tax the purchase of automobiles subject 
31 to registration if the automobiles are to be used by a 
32 business that 
33 the rental is 

rents these automobiles for 
subject to the excise tax. 

60 days or less and 
Moneys collected 

34 from this excise tax will be credited to the road use tax 
35 fund. The use tax exemption applies retroactively to July 1, 
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1 1982, for motor vehicles ren.ted by motor vehicle dealers under 
2 certain conditions. However, no refund claims will be 

3 allowed. 
4 This bill becomes effective September 1, 1991. 
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1 Section 1. Section 312.1, Code 1991, is amended by adding 
2 the following new subsection: 
3 NEW SUBSECTION. 2A. Revenue derived from the excise tax 
4 imposed upon the rental of automobiles, under chapter 422C, as 

5 provided by section 422C.5. 
6 Sec. 2. NEW SECTION. 422C.l SHORT TITLE. 
7 This chapter may be cited as the "Automobile Rental Excise 
8 Tax Act". 

9 Sec. 3. NEW SECTION. 422C.2 DEFINITIONS. 
10 For purposes of this chapter, unless the context otherwise 
11 requires: 
12 1. "Automobile" 

13 registration in any 

means a motor vehicle subject to 

state designed primarily for carrying 
14 fifteen passengers or less, excluding motorcycles and 
15 motorized bicycles. 
16 2. "Department" means the department of revenue and 
17 finance. 
18 3. "Lessor" means a person engaged in the business of 
19 renting automobiles to users. "Lessor" includes a motor 
20 vehicle dealer licensed pursuant to chapter 322 who rents 

21 automobiles to users. For this purpose, the objective of 
22 making a profit is not necessary to make the renting activity 

23 a business. 
24 4. "Person" means person as defined in section 422.42. 
2S S. "Rental" means a transfer of the possession or right to 
26 possession of an automobile to a user for a valuable 

27 consideration for a period of sixty days or less. 
28 6. "Rental price" means the consideration for renting an 
29 automobile valued in money, and means the same as "gross 
30 taxable services" as defined in section 422.42. 

31 7. "User" means a person to whom the possession or the 
32 right to possession of an automobile is transferred for a 
33~period of sixty days or less for a valuable consideration 
34 which is paid by the user or by another person. 
3S Sec. 4. NEW SECTION. 422C.3 TAX ON RENTAL OF 
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1 AUTOMOBILES. 
2 1. A tax of four percent is imposed upon the rental price 

3 of an automobile if the rental transaction is subject to the 
4 sales and services tax under chapter 422, division IV, or the 

5 use tax under chapter 423. However, the tax shall not be 

6 imposed if the user is a governmental body-, or a corporation, 

7 society, association, foundation, or institution organized and 
8 operated exclusively for charitable, religious, or educational 

9 purposes. 
10 2. The lessor shall collect the tax by adding the tax to 

11 the rental price of the automobile. 
12 3. The tax, when collected, shall be stated as a distinct 

13 item separate and apart from the rental price of the 

14 automobile and the sales and services tax imposed under 

15 chapter 422, division IV, or the use tax imposed under chapter 

16 423. 

422C.4 ADMINISTRATION AND 

19 All powers and requirements of the director of revenue and 

20 finance to administer the state gross receipts tax law under 

21 chapter 422, division IV, are applicable to the administration 

22 of the tax imposed under section 422C.3, including but not 

23 limited to sections 422.25, subsection 4, 422.30, 422.48 

24 through 422.52, 422.54 through 422.58, 422.67, 422.68, 422.69, 

25 subsection 1, and 422.70 through 422.75. 
26 Sec. 6. NEW SECTION. 422C.5 DEPOSIT OF REVENUE. 

27 The revenue arising from the operation of this chapter 

28 shall be credited to the road use tax fund. 

29 Sec. 7. Section 423.4, Code 1991, is amended by adding the 

30 following new subsection: 

31 NEW SUBSECTION. 14. Vehicles subject to registration in 

32 any state when purchased for rental and actually rented for 

33 periods of sixty days or less by a person regularly engaged in 

34 the business of renting vehicles including, but not limited 

35 to, motor vehiCle dealers licensed pursuant to chapter 322 who 
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1 rent automobiles to users, if the rental of the vehicles is 

2 subject to taxation under chapter 422C. 

3 EXPLANATION 
4 The bill imposes a four percent excise tax on the rental of 

5 automobiles for 60 days or less if such rental is also subject 

6 to the state sales and use taxes. In addition, the bill 
7 exempts from the use tax the purchase of automobiles subject 

8 to registration if the automobiles are to be used by a 
9 businesS that rents these automobiles for 60 days or less and 

10 the rental is subject to the excise tax. Moneys collected 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

from this 
fund. 

excise tax will be credited to the road use tax 
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nOUSE (o'ILE b95 

AN ACT 

RELATING TO 1'HP. I,",PUSIl'IUN or AN EXCIse TAX ON CER'rAIN RENTALS 

OP M01'OR V8HICLES AND PROVIDING A USE TAX I:XE.~prION fOR 

CERTAIN MCYI'OH VEHICLES uStO f'OR Rt:NTAI. PURPOSES AND PRO­

VIDIl\G RE:1'ROhC'tIVE APPLICARltrTY AND t-:FFF.CTIVe: OAn:s. 

8E IT ENACTEO B'i 1'ItE GENERAL ASSEMDt.'i OF THE STATE OP IOWA: 

Sectlon 1. Section 112.1, Coele 1991, lS amend('d by adding 

the follo·.unq ne .... ')ubsection: 

~.f.~. SUBSECTI~~. lA. Revenue denved {rorn the excise tax 

unpose4'\ upon the rentdl ()f automobiles, under chapter 422C. as 

provIded by spetian .J12C.S. 

Sec. '1. NEW SE.f·.rlO.N. 422C.l SHORT TITLE. 

Thill Chdpt er mi.ly be cited as the "Automoblle Rental E>:cise 

'Tax Act". 

Sec. J. ~~~· __ StC:!'.!.ON. 422C.2 Ofo;flNIT]()f~S. 

Por p~rpose., of thlS chdpter, unless the context otherwise 

tequit(!5: 

1. "AutomobIle" means a motor vehIcle <;.ubJ~ct to 

registratIon 1n dny state deslqncd primarIly tor Cdrrylng nIne 

p,ls5engers or less, excludlnq 11l0torcycl(>s and motorL7ed 

bLcycles. 

2. "Oepart.ro.('nt" neans the deparln:.ent of rE-venue and 

'lndnce. 

3. "Lessoe" mCdns <l person engaged In the businpss of 

rent.lng dutomoblle,> to usel's. "1.p550r" lnclud(>') tl motor 

venlcle d~~lpr licpn&ed pursuant 10 ChdP((!t 322 who renl~ 

'. ,~ 

House rIle 69'), p. 2 

automobIles to usel'!>. Por this purpose. the obJt.'ctlve of 

makLnq " prot,lt IS not neccr,sary to make th(> rentIng activity 

cl busln('s~. 

4. "Person~ medns person as defined In ~pct.lon 422.42. 

5. "Rental" medn~ a transfer ot the po,,>spsSlon or right ta 

po">sesc;.lon of' an automob11e to d user tor d valuable 

consldpratlon for a ppriod of' sIxty ddys or lese;. 

6. "Rentdl price" means the conslderatlon tor rentLnq dn 

automobile vdlut.'d Ir) II'-onp.y, ~nd means the saU'le dS "qross 

tdxable services" AS dpflned In section 422.42, 

7. "User" I1lP.:tns A person t,o .... hom t.he POSSC!SSlon or tht~ 

r Lght to POSS(!SS10n of "n ilutomobile 19 t: ransferrcd for d 

period of sIxty days or les,,> for d valudble considC!ratLon 

whiCh is pald by the user or by anot.her person. 

Sec. 4. NEW !!.~~!IO~. 422C.J 'TAX ON RENTAL m' 
AU'l'OMODILES, 

1. A tax of' four percent IS imposed upon thp rPont.al pr ice 

of an automobile if the rental transactton is Stlb)pct to the 

sales dnd services ldX Ilnder chApter 422, dIVISIon IV, or the 

us~ tax under chapter ~2J. The tdX shall not hp. imposed on 

any rental tranSAction not tdxable under the state sdlce; and 

servIces tax, as provldpd In section 422,45. or thp &tdt(' usp 

tax. as prOVided Ln 9p.CtLOn 421.4. on aut.omobile rental 

receIpts. 

2. The lessor shall collect thp tdX by dddlo9 thp t.,lX to 

the rental prlce of the dutomobllc. 

J. The tdX, whpn collected. shall be stdted ,18 a distInct 

Hem separate and dp<Ht tram the rental price of the 

automobile and the Sdles and 5erVlCP~ tdX imposed under 

chdpt.C!r 422, dlvl~lon rv, or the use tax lmposed Ilndpr chdPt~r 

42 J, 

Sec, S. NF.W ~~'~.'1.:.!t?N, 422C.4 ADMINrSTRATlON AN!) 

ENF'QRCEMIU. T. 

:r 
." 
en 
CO 
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All POWP(~ dnd requ1rements af the director of revenue dnd 
finance to adminIster the stdte gross receipls tax l~w und~( 

chdpter 422. divIsion IV, dIe dppllcable to the admlnl~tratLon 

of thp tdX imposed under sect.lon 422C.l. Including but not 

Ilm.led to sections 422.2S, subsPction 4, 422.30, 412.48 

through 422.52, 422.~4 through 412.S8, 422.67. 422.6B. 422.69, 

subspctlon 1, dnd 422.10 throuqh 422.7S. However. dS an 

cxc'..,ption to the powers specified in section 422."1. 

subspction 1. the director shall only require thu filing of 

quarterly reports. 

Sec. 6. NEW _~f:CT~.c?_~. 421C.5 DEPOSI1' OF Rf.VLNUF.. 

The revenue drLslng from the- operdtion of thiS chdpter 

shall be crf"dttcJ to the road use tdX fund. 

Sec.". Section '-2).4. Code lC}91. IS arti~ndf!d by ddding the 
followinq new suhsections: 

~~W._S_UBS£C!.~~.:m. lL VehlClp.s Sllb)cct. to reqlstratlon ln 

any state when purchd~ed tor rentdl or reqistered and tatled 

by a motor vehlcle d~aler licen~ed pursuant to chdpter J22 for 

rent.dl use, dnd held for rentdl tor a period of onp. hundred 

t.~entv days or ~Dre and actudlly rented for periodq of SlXty 

del:,'s 01 less by d person reqularly ~nqaqE'd in the bus.i.nlP~'i of 

rent ing IJehiCll!s including. hut not limited to. motor vehicle 

dealers l.i.c(!n!'u~d pursudnt. to chapt.~r 322 who rent auta~oblles 

ta users, if the rental ot the vehlcles is sub)ect. to taMdtlo~ 

under chapter '-22C. 

r.·[!:L_!?-9J~SP.CTION. 15. Motor vehicles subJect to 

rpgistreltlon whiCh ... ere [E'C)lstprpd dnd t.ltled bet.wepn July I, 

1982. ~nd July 1. 1992, to a motor v(>hlcle dealer hcensE'd 

under chdpter 'J22 and which were r(>nted to d user dS def lnE'd 

In s(!ction 422C.2 It the tol}owlnq occurred; 

1. The dealer :"ept the Vehlcle on the inventory at 
vehirl~s far sale at elll tlmes. 

2. The vehIcle .... d'i to bp lIn ... '";"I(>diat.ely tak4>n fra~ the user 

of thf> .... ehicle when a bllypr .... clS found. 

3. The user .... as ,l'-Iclrp. of thiS ~ltllation. 

House File 69~, p. 4 

SIPC. 8. ThlS Act tdkes effect July 1, 1992. 

ROBf.R7 C. ARNaULD 

Sped~er at thp House 

MICHAEL t. GRONSTAt, 

Presldent of the Senat.p 

thereby cert1fy t.hat thls blH oClqinelted tn t.he House and 

is known ~s House Flle 6C}S, Seventy-fourth General Ar.serv,bly. 

APp,oved~~ 

TERRY E. BRANSTAD 

Governor 

JOSEPH O'HERN 

Chief Clerk of the Housp 
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