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1 Section 1. Section 312.1, Code 1995, is anended by adding
the foll owi ng new subsecti on and renunbering the renaining
subsecti on:

NEW SUBSECTI ON. 5. Revenue derived fromthe excise tax
i mposed upon the | easing of notor vehicles as provided by
section 423B. 5.

Sec. 2. NEWSECTION. 423B.1 SHORT TITLE

This chapter may be cited as the "Mtor Vehicle Lease Tax
Act".

Sec. 3. NEWSECTION. 423B.2 DEFIN TIONS

For purposes of this chapter, unless the context otherw se
requires:

1. "Departnent” neans the departnment of revenue and
finance.

2. "Lease" means a witten agreenent providing for the
transfer of the possession or right to possession of a notor
vehicle to a |l essee for a valuabl e consideration for a period
of twelve nmonths or nore

3. "lLease price" neans the total amount for which a notor
vehicle is | eased, valued in noney, whether paid in noney or
otherwi se, provided that a cash discount taken on a lease is
not included, and a cash rebate which is provided by a notor
vehi cl e manufacturer to the | essee of the motor vehicle is not
included if the rebate is applied to the | ease price of the
vehi cl e.

4. "Lessee" neans a person to whomthe possession or the
right to possession of a notor vehicle is transferred for a
period of twelve nonths or nore for a valuable consideration
which is paid by the | essee or by another person

5. "Lessor" neans a person who is engaged in the business
of leasing notor vehicles to | essees and who is |icensed
pursuant to chapter 321F.

6. "Mdtor vehicle" neans a self-propelled vehicle subject
to registration under chapter 321, with a gross vehicle wei ght
rating of less than sixteen thousand pounds, excl udi ng
not orcycl es and notorized bicycles.

7. "Person" neans a person as defined in section 423.1.

Sec. 4. NEWSECTION. 423B.3 TAX ON RENTAL OF
AUTOMOBI LES.

1. Atax of five percent is inposed upon the |ease price
of a motor vehicle. The tax shall not be inposed on any | ease
transaction taxabl e under the sales and services tax, as
provided in section 422.45, or upon any |lease transaction if
the | essor has paid the state use tax on the notor vehicle
under chapter 423.

2. The lease price of the notor vehicle and the tax shal
be stated in the | ease as distinct itens.

3. The tax shall be collected by the | essor throughout the
termof the | ease in the sane manner as the lease price is
pai d.

Sec. 5. NEWSECTION. 423B.4 ADM NI STRATI ON AND
ENFORCEMENT.

Al'l powers and requirenents of the director of revenue and
finance to administer the state use tax | aw under chapter 423
are applicable to the admnistration of the tax inposed under
this chapter.
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Sec. 6. NEWSECTION. 423B.5 DEPOSIT OF REVENUE

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

Sec. 7. Section 423.4, Code 1995, is anmended by adding the
foll owi ng new subsecti on:

NEW SUBSECTI ON. 16. Mdtor vehicles subject to regis-
tration under chapter 321, with a gross vehicle weight rating
of less than sixteen thousand pounds, excluding notorcycles
and notorized bicycles, when purchased for |ease, or
regi stered and titled by a notor vehicle dealer |icensed
pursuant to chapter 322 for |ease, and actually leased for a
peri od of twelve nonths or nore by a |l essor as defined in
section 423B.2, if the |lease of the vehicle is subject to
taxation under chapter 423B

Sec. 8. APPLICABILITY PROVISIONS. This Act applies to
| eases entered into on or after the effective date of this
Act .

Sec. 9. EFFECTIVE DATE. This Act, being deened of
i medi ate i nportance, takes effect upon enactnent.

EXPLANATI ON
This bill creates a new chapter 423B which is entitled the
"Mt or Vehicle Lease Tax Act". Chapter 423B provides that a

| essee who enters into a | ease for use of a notor vehicle for
a period of 12 nonths or longer shall pay a 5 percent |ease
tax which is based upon the |ease price of the notor vehicle.
The "lease price" of the notor vehicle is defined as the total
amount for which the notor vehicle is |eased. Current |aw
requires paynent of use tax for the entire value of the notor
vehicle at the inception of the lease. This bill requires
paynent of |ease tax only upon the | eased value of the car for
the period of tinme in which the vehicle is I eased. The bill
provides that the tax is collected in the sane nanner as |ease
paynents are coll ected throughout the termof the |lease. It
exenpts | eased vehicles from paying the use tax under section
423. 4 and provides that all noneys collected fromthe | ease
tax be credited to the road use tax fund. Lease is defined in
the bill to include only a witten agreement for 12 nonths or

| onger.

For purposes of chapter 423B, "notor vehicle" is defined to
mean a vehicle subject to registration with a gross vehicle
wei ght rating of |ess than 16,000 pounds, excl uding
not orcycl es and notorized bicycles.

This bill is only applicable to | eases entered into on or
after the effective date of this Act and is effective upon
enact ment .
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