Deloitte State Tax Matters

May 3, 2024

Income/Franchise:
lowa: New Law Allows Banks to Elect Inclusion of Investment Subsidiaries on
Franchise Tax Return

S.F. 2442, signed by gov. 5/1/24. Applicable for tax years beginning on or after January 1, 2025, new law
permits a financial institution with an investment subsidiary to elect to include the income and expenses of the
investment subsidiary on its lowa franchise tax return. If such election is made, the inclusion of income and
expenses of the investment subsidiary on all subsequent lowa franchise tax returns is required so long as the
investment subsidiary remains a subsidiary of the financial institution — unless, at the financial institution’s
request, the lowa Department of Revenue “determines that the filing of separate returns will more clearly
disclose the taxable income of the investment subsidiary or financial institution.” Moreover, if such election is
made, the legislation provides that the commercial domicile of an investment subsidiary included on the
financial institution’s return “shall be that of the financial institution rather than the investment subsidiary.”
The legislation also provides that, if such election is made, the financial institution is allowed a franchise tax
deduction for expenses allocable to investment in the investment subsidiary. Please contact us with any
questions.

URL: https://www.legis.iowa.gov/legislation/billTracking/billHistory?billName=SF%202442&ga=90

—  Scott Bender (Milwaukee) Steven Kelly (Chicago)
Principal Manager
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This communication contains general information only, and none of Deloitte Touche Tohmatsu Limited
(“DTTL”), its global network of member firms or their related entities (collectively, the “Deloitte
organization”) is, by means of this communication, rendering professional advice or services. Before
making any decision or taking any action that may affect your finances or your business, you should consult
a qualified professional adviser.

No representations, warranties or undertakings (express or implied) are given as to the accuracy or
completeness of the information in this communication, and none of DTTL, its member firms, related
entities, employees or agents shall be liable or responsible for any loss or damage whatsoever arising
directly or indirectly in connection with any person relying on this communication. DTTL and each of its
member firms, and their related entities, are legally separate and independent entities.
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