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Passed Senate, Date ____________ __ Passed House, Date ------
Vote: Ayes Nays _______ _ Vote: Ayes ~ays _______ _ 

Approved 

A BILL FOR 
1 .'.n 7\ct relating to the corporation income tax. 

2 m; I'C ENACTED BY 'l'HE GENERAL ASSE:IBLY OF THE STATE OF I0\•1A: 

3 Section 1. Section four hunched ti·Jenty-b;o point thirty-

4 three (422.33), Code 1973, is amendeo bv striking subsections 

5 one (1) and two (2) and inserting in lieu thereof the follry•-

6 ing ncM subsections: 

7 1. NE1'1 SUBSEC'l'Iot!. ALLOCATION OF BUS IllESS INC0!1E. If 

8 the trade or b~siness of the taxpayer is carried on entirelv 

9 within the state, the tax shall be imposed on the entire net 

10 income. Any t.:~xpayer having income f. rom business activity 

11 which is taxable both within and without this state, other 

12 than the rendering of purely personal services by an indi-

13 vidual, shall allocate and apportion his net income as pro-

14 vided in this section. 

15 2. NEl'/ SUBSI:C'!'TON. DEFINITiotlS. 1\s used in this sec-

16 tion, unless the context othen:ise requires: 

17 a. "Business income" means income arising from transac-

18 tior.s <Jnd activity in the reqular course of the taxpaver's 

19 trade or business and includes income from tangible and in-

20 tan0ible propertv if the acquisition, management, and dispo-

21 sition of the property constitute integral parts of the 

2 2 taxpaver' s reqular trade or husiness operations. 

23 b. "Commercial domicile" means the principal place from 

24 ·.vhich the trade or business of the taxpayer is directed or 

• 2 5 :nanaoed. 
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c. 11 Compensn.tion" means t·lages, salaries, corm~issions, 

ann any othP.r form of remuneration paid to employees for 

personal services. 

rl. "Nonbusiness income" means all income other than busi-

5 ness inco!'le. 

6 e. "Sales" means all gross receipts of the taxpayer not 

7 allocated unr:lcr o;ubsections four ( 4) through eight ( 8) of 

8 this section. 

9 f. "State" means any state of the United States, the nis-

10 trict of Columbia, the Commom·;ealth of Puerto Rico, any ter-

11 ritory or possession of the United States, and any foreiqn 

12 countr? or political subdivision thereof. 

13 3. clF;\·7 SUT\S!:C'!'IO~. NONRESIDr:NT TAXPAYER. "'or purposes 

14 of allocation and apportionment of income under this chapter, 

15 ~ taxpayer is taxable in another state i~: 

1~ a. In that state he is subject to a net income tax, a 

17 

1 B 

fr'lnchisr> tax measured by net income, a franchise tax f.or 

the privilege of doing business, or a corporate stock tax; 

19 or 

20 ll. That state has jurisdiction to subject tl1e taxpaver 

21 to a net income tax reqardless of whether, in fact, the state 

22 does or docs not. 

23 II. !!E'·i SUBST:CTION. 1\LLOCATIO!l OF CERTli.IN I TE~!S. Rents 

24 and rovalties from real or tangible personal propert'!, capi-

25 tal qains, interest, dividends, or patent or copyright roval-

26 ties, to the extent that they constitute nonbusiness income, 

27 shall he allocated as !'rovided in subsections five (5) through 

28 ciqht (8) of this section. 

2 9 5. Nr::t·J SuBSECTION. RENTS l;ND ROYALTIES. 

30 a. :Jet rents and royalties from real propertv located 

31. in this state are allocable to this state. 

32 b. !Jet rents and royalties from tangible personal prop-

33 crty are allocable to this state: 

34 ( 1 ) I~ and to the extent that the property is utilized 

35 i.n this state; or 
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(/.) In their entirety if the taxpayer's commercial domi

cile is in this state and the taxpaver is not organized under 

the la•·1s o!: or taxable in the state in >·lhich the propertv 

4 is utilized. 

5 c. The extent of utilization of tangible personal pror-

6 erty in a ~tate is determined by multiplving the rPnts and 

7 r.oyetlties by a fraction, the numerator of. Hhich is the nu~-

8 ber of da~'S of physical location of the propertv in the state 

9 Juring the rental or rovalty period in the taxable year and 

10 the <1enor.oinator of ·>~hich is the number of d<1vs of. p'ovsical 

11 location of the propcrt:/ evervwhere durinn all rental or. ro?-

12 .~lty periods in the taxahle •rear. If the plwsicul locution 

13 oc the property durinq the rental or royaltv period is un-

14 J:not·m or unascertainable by the taxpaver, tangible personal 

15 property is utilized in the state in wl1ich the property was 

16 locaterl ;'It the time the rental or royaltv pa•rer obtained pos-

17 session. 

18 6. t;EI? SUBSECTIOll. PROPERTY--CAPI-::'1\.L GiH:IS .\~IJ) LOSSES • 

19 a. Capital gains and losses from sales of real propcrtv 

20 located in this state are allocable to this state. 

21 !>. Capital gains and losses from sales of tangible per-

22 sonal property are allocable to this ~tate if: 

23 (1) The propertv had a situs in this state at the ti~e 

24 of the sale; or 

25 (2) The taxpayer's cor:unercial donicile is in this state 

26 and the taxpaver is not taxable in the st<Jte in Hhich the 

2 7 property had a situs. 

28 c. Capital gains and losses from sales of intangible per-

29 sonal property are allocable to this state if the taxp;wer's 

30 commercial clonicile is in this state. 

31 7 • :!E\-1 SUDSECTIOC'i. INTEREST AND DIVXDt::lDS. Interest 

32 and eli videnrls are allocable to this state if the tax paver's 

33 com"lcrcial r1omiciJ.e is in this state. 

34 B. IIE\1 SUBSECTION. PI\TEHTS AND COr>Y RIG!!TS. 

35 a. l'atunt and copvright royalties are allocable to this 

-J-
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state: 

(1) If and to the extent that the ptltent or copyright 

is utilized by the taxpayer in this state; or 

(2) If an<l to the extent that the patent or copyri.ght 

is utilized by the taxpayer in a state in v1hich the taxpaver 

~s not taxable and the taxpayer's co~ercial domicile is in 

this state. 

b. A patent is utilized in a state to the extent that 

it is e~ploycd in production, fabrication, nanufacturinn, 

or other p:r.ocessinq in the state or to the extent th<~t a 

patented product is produced in the state. If the basis of 

12 receipts from patent royalties does not permit allocation 

13 to states or if the accounting procedures do not reflect 

14 statns of ntilization, the patent is utilized in the state 

15 in t·;hich the taxpayer's connercial domicile is located. 

16 c. 7\ copyright is utilized in a state to the extent that 

1 7 printinq or other publication originates in the state. If 

18 the basis of receipts From copvright royalties does not per-

19 mit allocation to states or if the accountinn procedures do 

20 not reflect states of utilization, the copyright is utilized 

21 in the state in tvhich the taxpayer's commercial domicile is 

2 2 loci'l ter1. 

23 9. ::c~r SUBSECTIO!l. BUSINESS INCmlE. l\11 business in-

24 come shilll :.>e apportioned to this state hv multiplyinq thn 

2 5 incone ')Y a fraction, the numerator of uhich is the propert'l 

2 6 factor plus the payroll factor plus the sales factor 1 and 

2 7 the denominator of Hhich is three. 

2 8 1 0. ;;mv SU3SECTION. PROPERTY FACTOR. ':'he propertv fac-

29 tor is a fraction, the numerator of ,,,hich is the average value 

3 0 of the taxpayer's real and tangible personal property 0\vned 

31 or rented anu used in this state during the tax period and 

32 the denominator of 11hich is the average value of all the tax-

3 3 payer's real and tangible personal propert? Ol·med or rnnted 

34 

35 

and used during the tax period. 

11. >IEI-l SU!3SECTIOIJ. PROPERTY 01"1NED AND :<ENTED. Prop-
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1 erty owned by the taxpayer is valued at its original cost, 

2 °roperty rented by the tnxpaver is valued at eight times the 

3 net annual rental rate. Net annual rental rate is the an-

4 nual rental rate paid ))y the taxpavcr less an'! ilnnual rental 

5 rate recei,rcd by the taxpayer from suhrentals. 

6 1 2. cl£1·! SCBSEC'l'ION. AVERAGE VALUE OF T' ROPERTY. A' he 

7 average value of property shall be determined hy averaqinq 

8 the values at the heginninq and ending of the tax period, but 

9 the director of revenue nay recruire the averaging of monthly 

10 values during the tax period if reasonably required to rc-

11 fleet properly the average V<').lue of the taxpayer's propert?. 

12 13. ;:C:i SUBSECTim:. PAYROLL FACTOR. The payroll factor 

13 1s ~ fraction, the numerator of which is the total amou~t 

14 paid in this state during the tax period by the taxpa·.-er for 

15 C0!'1[lensation, and the <'lenominator of \-thich is the total com-

16 nensation raid everywhere durincr the tax period. 

17 14. N~:·.' SUTlSECTIOcl. COHT'ENSATIO!J. Compensation is pi1icl 

18 in this state if: 

19 a. The individual's service is perforned entirelv \·lith in 

20 the state: or 

21 ':1. 7he individual's service is performed both Hithin and 

22 '•Tithout the state, but the service performed 1;ithout the state 

23 is incidental to the individual's service within the state; 

24 o::-

25 c. Some of the service is performed in the state and: 

2 6 ( 1) The base of operations or, if there is no base of 

27 operations, the place from which the service is directed or 

28 controlled is in the state; or 

29 (2) The base of operations or the place from 1vhich the 

30 service is directecl or controlled is not in anv state in \..rhich 

31 some part o¥ the service is performed, but the individual's 

32 residence is in this state. 

33 1 S. r;r; SUflSBC'I'ION. SALES rACTOR. The sales factor is 

34 a fraction, the numerator of which is the total sales of the 

35 taxp<~yer in this state durina the tax period, and the denom-
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i:1ntor of wh.ich is the total sales of the tnxpaver even"''her~ 

durinq the tax period. 

1 fi. !-JET--"' SUI3SECTIO!.J. LOCAL SALP,S OF Ti\i.JGIBLr. PEP,;,ON.l\L 

nr.OPT:RTY. Sales of tangible personal proper.tv are in this 

state if· 

a. ~he [}roperty is <ielivered or shipper1 to a pqrchaser, 

other than the Gnited StRtes qovern~ent, ••itl1in this state 

rcoanlless of the f.o.b. point or other con•litions Gf t!te 

sale; or 

10 ~. 7hc J)rOpertv is Shipp~d fro~ An nf~ice, stnr~, :1are-

J.1 house, factory, or other place of storaqe in tltis st,-.te and: 

12 (1) The purchaser is the United States aovern~ent; or 

13 (/.) The taxpayer is not taxable in the state of the pur-

chaser. 14 

15 

16 

17 

17. I!El·/ SUflSECTIO;;. 0Tl!EJ; SAJ,ES. Sales, ot:l.-,r than sales 

oF tanqihle personal pr.oncrtv, arc in this state if: 

(rt) 'fhc incorn.c-:>roriucing activit~_, is perfor~0.<i in this 

18 state; or 

19 (h) 'T'h0. incomc-r.>rrx1ucing acti vi tv is perforMed both in 

20 ,'\ncl ontsi<le this st:ate and a. qreflter. proportion of the incnfl',e-

2l nrocl\lcinn activitv is performed in this state than in anv 

22 other !";tate, b~sc~1 on co:>ts of perfor::1ance. 

2 3 1 :.J. :!Ell SUESECTIO;<. Ml:JITIO:·'AL tll::TI!01'S 0<' :-JETET>JH:!I:W 

24 m.:si:;ESS SI':i'l:S. If the allocation anrl apportionment provi-

25 sions of this section do not fairlv represent the extent of 

26 the tnxpaver's business activitv in this sta.te, the taxnaver 

27 may J>Ctition for or the director. of reventte mav require, ir1 

2 8 respect to all or any part of the taxpayer's business acti v-

29 ity, if reasonable: 

30 (rt) 0epetrate accountinrr except to a unitar~.' businc~s; 

31 (l>) Tlte excl11sion of. any one or More of the factors; 

3 2 (c) ';'ltn inclusion of. one or More ad<li tional factors '·Jhi c!t 

33 ••ill fnir1v represent the taxpaver's business activitv in 

34 t!:is state; oY." 

35 (d) · 7hc eMPloyr~ent of anv other methorl to effectuate an 
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1 er:ui tahle allocation and apportionment of the taxpayer 1 s in-

2 come. 

3 

4 

EXPLl\:JATION 

~tis bill provides for the allocation of corporate inccMe 

5 on the ll<tsis of sales, property, and payroll. 'l'his ·~ill 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

chan')<·l Iov1a' s present forMula froM a single-factor forMula 

to a three-factor f0rrnula. 

SENATE FILE 141 
FISCAL NOTE 

Date prepared February 23, 1973 
Requested by Senator Blouin. 
Prepared in regard to S.F. 141 - An Act relating to the 

corporation income tax. Following is the fiscal effect in 
dollars of the legislative proposal as required by Senate Rule 
31. 

Senate File 141 creating a three-factor formula for 
corporate income tax purposes would affect about 970 Io,,..a 
based corporations and about 1,400 foreign corporations. 
This estimate is based on information gathered from corporate 
income tax returns filed for the fiscal year ended June 30, 
1971. 

The Department of Revenue is unable at this time to make 
an estimate of the fiscal effect of S.F. 141. They indicate 
an extensive study would be necessary to do so. 

Source: Department of Revenue. 

Filed 
February 26, 1973 

34 

35 

GERRY D. RANKIN 
Legislative Fiscal Director 
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