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A BILL FOR 
An Act to amend chapter four hundred twenty-two (422), Code 

1958, to adopt a percentage-of-federal-income-tax 
approach in computing the Iowa income tax of in-
dividuals, estates, and trusts, and to require the 
state tax commission to issue short and simple income 
tax return fonns. 

Be It Enacted by the General Assembly of the State of Iowa: 

1 Section 1. Section four hundred twenty-two point four 

2 (422.4), Code 1958, is hereby amended by striking sub-

3 sections one 0) through thirteen (3), inclusive, and 

4 inserting in lieu thereof the following: 

5 "I. The tenn 'Iowa adjusted gross income' means the 

6 taxable income computed for federal income tax purposes 

7 under the Internal Revenue Cooe of 1954 with the following 

8 adjustments: 

9 "a. Subtract interest and dividends received from 

10 federal securities; 

11 "b. Add interest and dividends received from foreign 

12 securities and from securities of state and other political 

13 subdivisions exempt from federal income tax under the 

14 Int~rnal Revenue Code of 1954. 

15 "c. Where said taxable income includes capital gains 

16 or losses, or gains or losses from property other than 

17 capital assets, and such gains or losses have been determined 

18 by using a basis established prior to January 1, 1934, an 
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19 adjustment may be made. under rules and regulations 

20 prescribed by the state tax commission. to reflect 

21 the difference resulting from the use of a basis of 

22 cost Or January 1. 1934. fail' market value. less 

23 depreciation allowed or allowable. whichever i~ 

24 higher. Provided that the basis shall be fair market 

25 yalue as of January 1. 1955. le'~ depreciation allowed 

26 or allowable. in the case of property acquired prior 

27 to that date if use of a prior basis is declared to be 

28 invalid. 

29 "2. The word 'person' includes individuals and 

30 fiduciaries. 

31 "3. The word 'individual' means a natural person; 

32 and where an individual is permitted to file as a 

33 corporation under the provisions of the Internal Revenue 

34 Code of 1954. such fictional status shall not be 

35 recognized for purposes of this chapter. and such 

36 individual's Iowa adjusted gross income shall be computed 

37 as required under the pro\'isions of subsection one (1) as 

38 if that indi\'idual Were filing as an individual under the 

39 provisions of the Internal Re\'enue Code of 1954. 

40 "4. The term 'tax year' means the calendar year Or 

41 the fiscal year ending during a calendar year upon the 

42 basi. of which the Iowa adjusted gross income is computed. 

43 "5. The term 'fiscal year' shall have the same meaning 

44 for Iowa income tax purposes as it has for federal income 

45 tax purposes under the Internal Re\'enue Code of 1954. 

46 "6. The word 'fiduciary' means a guardian. trustee. 

47 executor, administrator. receiver. conservator, or any 
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48 person. whether individual or corporate, acting in any 

49 fiduciary capacity for any person, trust or estate. 

50 "7. The word 'received' means 'received or accrued', 

• 51 and the term 'received or accrued' shall be construed 

• 

52 according to the method of accounting used in computing 

53 taxable income for federal income tax purposes under the 

54 Internal Revenue C{)de of 1954. 

55 "S. The word 'resident' applies only to individuals 

56 and fiduciaries and includes any individual or fiduciary 

57 domiciled or maintaining a permanent place of abode within 

58 the stat". 

59 "9. The word 'nonresident' applies only to individuals 

60 and fiduciaries and includes all individuals and fiduciaries 

61 who are not residents. 

62 "10. The term 'withholding agent' means any indh'idual, 

63 fiduciary, corporation, association, or partnership, in 

64 whatever capacity acting, including all officers and 

65 employees of the state Or of any municipal corporation 

66 or political subdivision of the state, obligated to pay 

67 or having control of paying to any nonresident any gross 

68 receipts from sources within the state in excess of fifteen 

69 hundred dollars ($1,500.00) in any calendar year .... 

1 Sec. 2. Section four hundred twenty-two point five 

2 (422.5), Code 1958, is hereby repealeaand the following 

3 enacted in lieu thereof: 

4 "A tax is hereby imposed on the Iowa adjusted grOss 

5 income of resident individuals, which tax shall be levied, 

6 collected, and paid annually at a rate of eight (S) percent 

7 of the amount of the ·federal income tax thereon, computed 
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8 by using the rates and dividend and retirement-income 

9 credits provided under the Internal Revenue Code of 1954.". 

1 Sec. 3. Section four hundred twenty-two point six 

2 (422.6). Code 1958. is hereby amended by striking the word 

3 "taxable" in line four (4) and inserting in lieu thereof the 

4 words "Iowa adjusted gross". 

1 Sec. 4. Section four hundred twenty-two point eight 

2 (422.8), Code 1958. is hereby amended by striking all of 

3 subsections one (1) and two (2) thereof and by enacting in 

4 lieu thereof. the following: 

5 "I. In the case of operation of a business in a state 

6 other than Iowa by an individual. estate or trust. the 

7 proportional part of the federal income tax attributable 

8 to the net income from such business shall be deducted in 

9 computing the federal income tax subject to the rate 

10 provided in section four hundred twent):-two point five 

11 (422.5). provided a state income tax has been or will be 

12 paid on such net income to said other state and provided 

13 further that said other state allows a similar allocation 

14 of the federal income tax or an allocation of net income from 

15 the operation of a business outside said other state. 

16 "2. In the case of a nonresident individual. estate 

17 or trust. if any net income is received from a business. 

18 trade. profession. or occupation carried on partly within 

19 and partly without the state of Iowa, only the proportional 

20 part of the federal income tax attributable to the Iowa 

21 pol-tion of such net income shall be subject to the rate 

22 provided in section four hundred twenty-two point five 

23 (422.5). The Iowa portion of such net Income shall be that 
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24 which is fairly and equitably attributable to that part of 

25 the business, trade, profession, or occupation carried on 

26 within the state of Iowa. For this purpose, income from 

27 any property, trust, estate or other source within Iowa. 

28 shall be allocated to Iowa, except that annuities, interest 

29 on bank deposits and interest-bearing obligations, and 

30 dividends shall be allocated to Iowa only to the extent 

31 to which the same are derived from a business. trade, 

32 profession, Or occupation carried on within the state of 

33 Iowa.". 

1 Sec. 5. Sections four hundred twenty-two point seyen 

2 (422.7), four hundred twenty-two point nine (422.9), four 

3 hundred twenty-two point twelve (422.12), subsection one 

4 (1) of four hundred twenty-two point fourteen (422.14), 

5 four hundred twenty-two point eighteen (422.18). and four 

6 hundred twenty-two point nineteen (422.19). Code 1958, 

7 are hereby repealed. 

1 Sec. 6. Section four hundred twenty-two point thirteen 

2 (422.13), COde 1958. is hereby amended by repealing all of 

3 said section and by enacting in lieu thereof. the following: 

4 "Every person required to make and file an income tax 

S. F. 76 

5 return under the provisions of the Internal Revenue Code of 

6 1954 shall make, sign and file a return.". 

1 Sec. 7. Section four hundred twenty-two point sixteen 

2 (422.16). subsection one (1), Code 1958, is hereby amended 

3 by striking from line four (4) the words "gross income" 

4 and inserting in lieu thereof the words "grosS receipts 

5 from sources within the state". Further amend said 

6 subsection by striking from line seventeen (17) thereof 
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7 the words "twenty percent of the gross income" and in-

8 serting in lieu thereof the words "ten (10) percent of 

9 the gross receipts from sources within the state". 

1 Sec. 8. This Act shall be effective for tax years 

2 commencing on or after January 1, 1961. • 

• 


