Senate File 286
By MILLER and POTTER.

Passed House, Date...........cccoooeeeee
Vote: Ayes.......
ADPDroved...........oooeeeeeeeeeee e

A BILL FOR

An Act to amend Chapter four hundred twenty-two (422), Code
1958, relating to the income tax on individuals.

wlg € [t Enacted by the General Assembly of the State of Iowa:

Section 1. Section four hundred twenty-two point five
(422.5), Code 1958, is hereby amended ag follows:

Amend subsection one (1) by striking all after the word
“thereof” in line two (2) and inserting in lieu thereof the
following: “, one percent.”

Amend subsection two (2) by striking all after the word
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“thereof” in line two (2) and inserting in lieu thereof the
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following: *, two percent.,”
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Amend subsection three (3) by striking all after the word
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“thereof” in line two (2} and inserting in lieu thereof the
following: *, three percent.”

Amend subsection four (4) by striking all after the word

“thereof” in line two (2) and inserting in lieu thereof the
following: *, four percent, and on all taxable income in
excess of four thousand dollars, four percent.”
Strike lines one (1) through five (5) of subsection five (3).
Sec. 2. Section four hundred twenty-two point nine (422.9),
Code 1958, is hereby amended as followa:
Strike all after the word “deduction” in line one (1) of

subsection one (1) and insert in lieu thereof the following:
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“of ten percent (10%) of the net income after deduction of
federal income tax, not o exceed five hundred dollars
($500.00).”

Amend subsection iwo (2), subparagraph “b” by strikingé‘?- RREX
the first sentence and inserting in lieu thereof the following:

“Add the amount of federal income taxes (adjusted by any
federal income tax refunds) applicable to the tax year for
which said taxable income is being computed; also any of
said taxes paid during said tax vear with respect to any
prior tax year and for which a deduction for Iowa income
tax purposes was not previously allowed or allowable under
the method of accounting of the taxpayer.”

Further amend subsection two (2), subparagraph “b.”, by
ingerting after the word “each” in line nine (9) the following:
*, or equally, at their election”.

Amend subsection three (3) by striking the period (.) at
the end of line three (3) and inserting in lieu thereof the
following: *, but the amount of the optional standard
deduction ghall not exceed two hundred fifty dollars ($250.00)
on the separate return of each spouse.”

Add the following new subsection:

“The total of the exemptions allowed under the Internal
Revenue Code of 1954 for the taxpayer, his spouse, his
dependents, age sixty-five (65} of himself and his spouse,
and for blindness shall also be allowed in compuating taxable
income. Where married persons file separately, the total of
such exemptions shall be divided between them according to
the applicability of the exemptions to each spouse under the

Internal Revenue Code of 1954.”
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Sec. 3. Section four hundred twenty-two point twelve
{422.12), Code 1958 is hereby deleted.

Sec. 4. Section four hundred twenty-two point thirteen
(422.18), Code 1958, is hereby amended by striking all of
subsections one {1) and two (2) and inserting in lieu thereof
the following:

“1. Every individual having a net income (minus the
deductions provided by subsections one (1) through four (4)
of section four hundred twenty-two point nine (422.9)) for
the tax vear of six hundred dollars ($600.00} or over, if
single or if married and not living with spouse, or having

such net income for the tax year of twelve hundred dollars

(81200.00) or over, if married and living with husband or

wife, shall make and sign a return. If husband and wife
living together have an sggregate of such net income of
twelve hundred dollars ($1200.00) or over, each shall make
and sign a return unless the income of each is included in
one joint return.

In lieu of the amount of such net income, the requirements
for filing shall be twelve hundred dollars ($1200.00) or more
if the taxpayer is single and age sixty-five (65) on or
before the close of the tax year; eighteen hundred dollars
($1800.00) if married and one spouse i3 age sixty-five (63)
on or before the close of the tax year; and twenty-four
hundred dollars ($2400.00) if married and each spouse is
sixty-five (65) on or before the close of the tax year.”

Sec. 5. Section four hundred twenty-two point fifteen
(422.15), Code 1958, subsection one (1), is hereby amended

by striking the words “one thousand” in lines thirfeen (13)
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4 and fourteen (14) thereof and inserting in lieu thereof the
5 following: “six-hundred”.

1 Sec. 6. This Act shall be effective for tax years

2 commencing on or after Jannary 1, 1959,

1 Sec. 7. If any provision of this Act or the application
.2 thereof is held invalid, such invalidity shall not affect any

3 other provision or application thereof which can be given

4 effect without such invalid provision or application, and to

[ ]

this end the provisions of this Act are declared severable,

EXPLANATION OF SENATE FILE 286

This bhill is the same as S. F. 468, which passed the Senate 37-6 during the 1957
legislature.

The principal features of the bill are (1) adoption of the federal $600.00 exemption
structure (i, e. $600.00 for the taxpayer, $600.00 for his spouse, $600.00 for each de-
pendent, and a double exemption for age 65 or over of the taxpayer and his spouse,
and for blindness), and {2) an increase in the maximum optional standard deduction
from $250.00 to $300.00. The result is a more equitable recognition of the economic
status of taxpayers with larger families and in the older are group.

Another feature of the hill is a change in the filing requirements to eliminate many
of those returns, which have no mathematical possibility of showing a tax due, from
being filed. This festure, coupled with the federal $600.00 exemption structure, will
have the following results:

Some 50,000 “no-pay” returns will be eliminated be-
cause they will not have to be filed,

Some 225,000 returns presently being filed as “no-pay”
returns will show some small amount of tax due.

Some 25,000 “no-pav” returns will still be filed.

The savings in unnceessary and costly processing by the State Tax Commission are
obvioua.

In order to muke uvp for the loss of revenue that would otherwise follow from the
liberalizing of the exemption benefits and the maximum optional standard deduction.
the tax rates have been changed as shown below—with the maximum rate applying at
the $£4000.00 level instead of at the $5000.00 level as at present:

Income Bracket Present Rates (%) New Rates (%)
S 1-£1000.00 .15 1
1001- 2000.00 1.5 2
2001- 3000.00 2.25 3
8001- 4000.00 3. 4
4001 and over 3.95 4

Two vears ago, the Income Tax Division of the State Tax Commission estimated that
approximately the same revenue would be collected under this bill as was then being
collected under the income tax at 807% of the full rate. However, sponsors of the bill
ha‘\i'c co(!fnc]uded that only present levels of revenue (at 75¢% of the full rate) would be
collected.

Comparative taXes under the federal income tax, the present Iowa income tax (at
T5% of the full rate), and the lowa income tox under this bill are shown on the attached
table, Note that these comparative taxes have been computed on the assumption that
the optionsl standard deduction would be used. As a practica]l matter, many taxpayers
itemize their deductions 20 that the actual tax would be less than that shown in the
table, not only for federal purposes but for both present and proposed [owa income tax
purposes.
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- Amd Senn,to File 286 as follows: =
N mm secﬁon 3, by s‘trikmg all of line’ I'Sa:fter tho word “a‘nowed”‘
'a.nda.u of 1ine 16 and inserting in lieu thez:oof o “pu‘lod (. yr
) z.fAmend se«ction 5, line .5, by stn'kmg tbe “hyphm ( )”




44 Sec. 10. - Section four hundred twenty-two point

.;:145 twenty-one (422.21), Code 1958, is hereby amended dy
146 striking the period (.) in line six (6} and inserting in
147 lieu thereof the following: “; provided that such form
148 shall be simple and not in excess of one page in length,
149 and provided fursher that no resident individual shall be
150 required directly or through the exercise of an election to
161 file & copy of his federal income tax return with his Iowa
152 income tax return.”

Filed By CoMMITTEE oN Tax REvision,
March 30, 1969. 44 -2 Draxe E. DEWEL, Chairman.

SENATE FILE 286

Amend Senate File 288 as follows:

1. Strike lines 26 through 38 of section 2 and insert
in lien thereof the following: “There shall also be allowed
in computing taxable income dednctions of five hundred dollars
($500.00) each for the taxpayer, his spouse, each of his
dependents, age sixty-five (65) of the taxpayer, age sixty-five
(63) of his spouse, and for ‘blindness’ of the taxpaver and/er
his spouse as defined by the Internal Revenue Codc of 1954,
Where married persons file separately, the total of such deductions
shall be divided between thom according to their applicability
to each such married person.”
j2 2. Strike from line 8 of section 4 the phrase “six
18 hundred dollars (§600.00}"” and inser: in lieu thercof “five-
14 hundred dollara ($300.00)".
15 3. Strike from lines 10 and 11 of section 4 the phrase

-
f:omoo-aaamacolo»—

- 16 “twelve hundred dellars ($1200.00)” and insert in lieu thereof
17 “one thousand dollars ($1000.00)”.
18 4. Strike from line 14 the phrase “twelve hundred dollars
\ 19 ($1200,00)"” and insert in lieu thereof “one thousand dollars
5 20 ($1000.00)".

21 &. Strike from line 18 the phrase *twelve hundred dellars
22 (31200.00)"" and insert in lien thereof “one thousend dollars
22 (31600.00)™.
24 6. Strike from lines 20 and 21 the phrase “eighteen
25 hundred dollars ($1800.00)” and insert in lieu thereof “fifteen
28 hundred dollars ($1500.00)".
27 7. Strike from lines 22 and 23 the phrase “twenty-four
28 hundred dollars ($2400.00)"” and insert in lieu thereof “two
29 thousand dollars ($2000.00).
30 8. Strike the word “six” in line 5 of section § and
31 insert in lieu thereof the word “five”. ) {1
. A

Filed | gl (8
April 1, 1959. {7t
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SENATE FILE 286

Amend Senate File 286 by adding the following new
section 6 and renumbering the remsining sections:

“Ses. 6. Section four hundred twenty-two point twentv.one
(422.21), Code 1958, is hereby amended by striking the
period () in line six (6) and inserting in lieu thereof the
following: ‘: provided that sueh form shall be sitaple and
not in excess of one eight and one-half by eleven (8% x 11)
inch page. arnd provided further that no resident individuai
shall be required directly or through the exercise of an
option to fle a copy of his federal income tax return with
his Jowa income tax retuen.’”

By MnLER
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Filed arnd adopted

Aprit 18, 1959,

By MILLER, DEWEL and Pormem.

SENATE;F‘ILE 286

1 Amend the committee
i amendment to Senate File ©
2 March 30, 1959, by striking ajl of liney 16 .mctl:;lie #56, fled

Filed and adop;ed
Apri T 1950

By Porren.







SENATE FILE 286

" Amend Sepate File 286 by striking all after the enacting
clause and inserting in lien thereof the following:

“Section 1. Section four hundred twenty-two peint four
(422.4), Code 1958, is hereby amended by striking sections
one (1) through thirteer (13), inclosive, and inserting iz
Yen thereof the foilowing:

1. The term “lowa adjusted gross income™ means the
taxable income computed for federal income tax purposes under
the Internal Revenne Code of 1954 with the following adjustments:
.. a. Subtract interest ard dividends received from

11 f{federal securities;

12  b. Add interest and dividerds received from foreign

13 secorities and from secnrities of state and other pelitical

14 subdivisions exempt from federal income tax under the Internal
15 Revenue Code of 1954;

16 ¢. Add the amount of any deduction for [owa Income

17T Tax used in computicg said taxable income;

18 d. Where ssid taxable income includes capital gains

18" or losses, or gains or losses from properiy other than ca'pit.a.l
20 assets, and such gains or lozses have been detarmmed by using
21 B basm established prior to .Tanuary 1, 1934, an ad)nstment

s basis’ of cost or ‘Ianuary 1, 1934 fair market
hl&’het' ‘Provided that the. “basia shall 'he_fur “macket value
B3 o2 J aguary 1, 1955, less deprecmhon nnowed or allowable,
iny the .tage of property acquired Prjor. 4o ¢ ﬂue daté if use

of Y pnor basis iz declared to be invalid. -

1 2. The wond “person” includes individuals’ and ﬁducmnes.
:. 8. The word “individual” means s patural person. and

R “nnder the provisions of thé Tnternal Revenue Code of 154,

35 °* of this’ ‘chapter, and such md:ndual's Towa adjusted gross
35 income 'shall be eomputed a.s Tequired ‘under the provisions of
37’ subaect:on one (1) as if that mdxwdnal were ﬁlmg 23 an
38’ mdxvuiual under t.he prommns of t.he Internal Revenue Code
':‘39 ‘of 1954

40 " means the cnlendar year or the
41 ﬁsca.l year ending during a calendsr Jear tlpon the basis of
Q- wluch the Towa adjusted gross income is computed

443 ' 5 The term “Bscal year” shall have the zame meamng

44 ' for Iowa inzome tax purposa as it has for federnl income

45 tax purposes under the Imternal Revenue Code of 1954,

46 6. The word “fiduciary” means a guardian, trustee,

47 executor, administrator, receiver, conservator, or any

48 person, whether individnal or corporate, acting in any

49 ':ﬁducmry capacity for any persom, trust or estate. .

50" 7 7. The word “received” means “received or accrued”, and
51 . the term ‘“received or accrged” shall be construed according -
52 to the method of accounting used in computing taxabie mcome

33 for federal income tax purposes under the Internai Revenue

54 Code of 1954.

55 8. The word “resident” applies only to individuals

56 and Sduciariez and includes any individoal or fiducisry

57 domiciled or mammnmg a permanent place of abode vnthm

58 the smte .

B9 9. The’ word “ponresident” applies only bo mdmdun]s .o
60

: and ﬁducmnes and uu;ludes all md:v:dua.ls and ﬁduc:anes

81 who are pot residents. -

62 10. The term “withbolding agent” means any individual,

€3 fiduciary, corporation, association, or partmership, in

84 whatever capacity acting, including all officers and empiovees
65 of the state or of any municipal corperation or political

66 subdivision of the state, obligated to pay or having control
67 of paying to any non-resident any gross receipts from sources
88 within the state in excess of fifteen hundred dollars ($1,500.00)
69 in any calendar year

T0 Further amend section four hundred twepty-two peint

71 four (422.4) by renumbering subsection fourteen (14).

25; @valne, less deprecxatmn allowed o1 aﬂowablﬂ whichever is__  _ _. I -

%,whe"e an mdxvmuai is permitted to file as a corporation -

umdl ﬁc*honal status shall not “be recogm.zed for ‘purpeses s .




T2 See. 2, Section four bundred twenty-iwo point five

T8  {422.5), Code 1938, is hereby amended %o read ag follows:

T4 A tax is beroby imposed on the lowa adiusted gross income

75 af resideny indiTiduniz, which tax shall be lecied. collected.

76 and paid annuaily at a vale of eight f3) percent of the amount

T7  of she {ederal :ncome tax thereon, computed LT using the rates

T8 and diridend and retirement-income credits provided under ine

79 Intermai Ravenue Code of 1934.

80 Sec. 3. Section four hundred Twenty-two point six

21 (422.8), Code 1953, is hereby ameunded by striking the wore

82 taxabie” in line four ¢4} and inserting in iieu thereof :he

83 words “Towa adjusted gross”,

+ Sec, 4. feciion four aundred twealy-iwo goint eight
35 (4°2.3), Code 1238, is herebr amaended w0 read as Iollows:
35 “1. In tke casze of operation of a business, in 2 state

7 ether than lowa by arn individual, estate or ‘rust, the

&8 Proportional part of the federal income 1ax att tributadie to

$2 the net inesme from such businesa shall be deducted in

90 computing the federal iccome tax subject to the rate provided

91 in section four hundred twenty-two point five (422.5},

92 provided a mate income tax bhas been or will be pa"d on such

53 et income %o said other state and provided f{urther that

94 said other state aliows a similar allocation of federa]

25 income tax or an ailecation of net income from ihe operati

95 of a business outside said other state.

97 In the case of a ronresident individual, estate or

98 trust, if any et income iz received from a busineszs, trade,

90 oprofession, or occupation carried on partly within and partly
100 without the state of Iowa, only the proportionai part of ine
101 Yederal income tax attributadle to the Towa porfion of such
102 net income shall be subject to the rate provided in section
103 four hundred itwenty-two point dve {422.3). The lows portien
104  of such net income shall be :}mt which is fairly and equitabiy
105 atiridbutabie wo that part of the business, trade, professioz,

106 or occupation carrted on witkin the state of fowa. For this

107 purpose, income Srom apy oroperty, trust, estate or other

108 source within lows shall De ailocated 0 Jowa, except ths

162 anraities, interest on bank deposits and interest-bearing

110 obiigations, and dividends shall e allocated o Towa only

111 to the extent to which the same are derived from a business,

112 trade, profession, or occupation ¢arried on witkin the state

113 of lowa.

114 Sec. 3. Sections four hundred Twenty-two point seven

113 (422.7), four bundred twenty-two point nime {422.2), four

116 zundred “wenty-twe point twelve (422.12), four hundred

117 +wepty-two point fourteen {(422.14), schseetion sne (1},

118  <Zour hundred toventy-two ooint eighteen €422,18), and four

112  aundred iwenty-two point nineteen (422.18), Code 1933, are

120 Leredy repealed.

121 Sec. §. Section four hundred Swenty.twe point thirieen

122 (32211, Code 1938, is hersdy amended o read as Ioilows:

123 "E:e.—y person required ‘o wmake and Sle an Dcome tax

124 return under the nrov‘s‘ons af the T*\:er“al Revenue Code of
_125 1954 snall make, sign and Sie a return.” e

126 Sec. 7. Seetion four w:a.re-i 'Wenc','-'v»o point aaxeﬁ

127 (422157, subsection qae i), Cade {958, is hereny amended 2y

128 siriking from line four (4) the words “gress ireome” and

129 imsertipe in iiey thereof the words “‘gmss Teceiots” from

130 sources within the state”. Further amend said subsection

131 by smriiing from line seventeen (L7) theresf the words

132 “twenty percent of the gross income” and inserting {a lea

132 thereof the words “ien percent of the gross Teceipts from

134 sources within the siate”,

135 Zec. ®. This Aet shajl be effective for tax years

126 <ommencing on or arter January 1, 1950.

137 Zec. % Amend zhe title of Sernate File 286 Ov striking

138 al afier the word "“Act” and inserting in lieu thereol the

139 Zoilewing: ‘.o amend ckapter Jour hundred iweriy.iwe (4I2),

140 Cede 15653, w adopt 2 perceslage-of-jedersi-income-tax approach

141 in COMpul:‘.ng the lowa income tax of individuils. estates. and -rusts,

142 ana to require the state va.x commission *¢ i3sue short and simple

143 income tax return forms.”




