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'1-s-- I A BILL FOR 

l An Act relating to the local option sales and services tax and 

2 the local option earnings tax and providing effective dates. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S • F. 2 ~~ H. F. 

,;."'.;,cl Section 1. Section 422B.7, subsection 1, Code Supplement 

2 1985, is amended to read as follows: 

3 1. On or before January 15, the director of revenue shall 

4 make an accounting of the local earnings tax receipts and any 

5 interest and penalties collected from returns filed on or 

6 before November 1 of the preceding year and shall certify to 

7 the treasurer of state this amount collected. If the director 

8 of revenue is unable to determine which local government 

9 should be paid any of the receipts, those receipts shall be 

10 paid to the local government based on allocation rules adopted 

11 by the director of revenue. The treasurer of state shall 

12 remit within fifteen days of the certification by the director 

13 of revenue to each city and county which has imposed a local 

14 earnings tax the amount in the local earnings tax fund 

15 collected as a result of its tax. 

16 Sec. 2. Section 422B.8, unnumbered paragraph 1, Code 

17 Supplement 1985, is amended to read as follows: 

18 A local sales and services tax at the rate of not more than 

19 one percent may be imposed by a county on the gross receipts 

20 taxed by the state under chapter 422, division IV. A local 

21 sales and services tax shall be imposed on the same basis as 

22 the state sales and services tax and may not be imposed on the 

23 sale of any property or on any service not taxed by the state~ 

24 except the tax shall not be imposed on the gross receipts from 

25 the sale of motor fuel or special fuel as defined in chapter 

26 324, on the gross receipts from the rental of rooms, 

27 apartments, or sleeping quarters which are taxed under chapter 

28 422A during the period the hotel and motel tax is imposed, on 

29 the gross receipts from the sale of natural gas or electric 

30 energy in a city or county where the gross receipts are 

31 subject to a franchise fee or user fee during the period the 

32 franchise or user fee is imposed, and on the gross receipts 

33 from the sale of a lottery ticket or share in a lottery game 

34 conducted pursuant to chapter 99E. However, notwithstanding 

35 that the gross receipts from the sale or rental of the 
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1 tangible personal property described in section 422.45, 

2 subsections 26 and 27 are taxable during the period beginning 

3 July 1, 1985 and ending June 30, 1987, a local sales and 

4 services tax shall not be imposed on the sale or rental of 

5 such property. A local sales and services tax is applicable 

6 to transactions within those incorporated and unincorporated 

7 areas of the county where it is imposed and shall be collected 

8 by all persons required to collect state gross receipts taxes. 

9 All cities contiguous to each other shall be treated as part 

10 of one incorporated area and the tax would be imposed in each 

11 of those contiguous cities only if the majority of those 

12 voting in the total area covered by the contiguous cities 

13 favor its imposition. 

14 Sec. 3. Section 422B.l0, subsection 1, Code Supplement 

15 1985, is amended to read as follows: 

16 1. The treasurer of state shall credit the local sales and 

17 services tax receipts and interest and penalties from a county 

18 to the county's account in the local sales and services tax 

19 fund. If the director of revenue is unable to determine from 

20 which county any of the receipts were collected, those 

21 receipts shall be allocated amongst the possible counties 

22 based on allocation rules adopted by the director of revenue. 
,{.ot.i '"~·7 ,., 

1 23 Sec. 4. In a county that has imposed a local option sales 

24 and services tax, the board of supervisors shall, 

25 notwithstanding any contrary provision of chapter 422B, repeal 

26 the local option sales and services tax in an incorporated 

27 city area in which the tax has been imposed upon receipt of a 

28 motion adopted by the governing body of that incorporated city 

29 area requesting repeal. The board of supervisors shall repeal 

30 the local option sales and services tax effective at the end 

31 of the calendar quarter during which the motion for the repeal 

32 was received. 

33 Sec. 5. This Act being deemed of immediate importance, 

34 takes effect from and after its publication in The Cedar 

35 Rapids Gazette, a newspaper published in Cedar Rapids, Iowa, 
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1 and in the West Des Moines Express, a newspaper published in 

2 Des Moines, Iowa. 

3 Sec. 6. Sections 2 and 3 of this Act are retroactive to 

4 January 1, 1986 for local option sales and services taxes 

5 imposed on or after that date. 

6 Sec. 7. Section 4 of this Act is repealed July 1, 1986. 

7 EXPLANATION 

8 The bill allows a county to repeal a local sales tax in a 

9 city if the governing body of the city adopts a motion re-

10 questing its repeal. This provision is effective upon 

11 publication and is repealed July 1, 1986. The bill also 

12 provides that if the director of revenue is unable to 

13 determine which local government should be paid local sales 

14 and services tax receipts or local earnings tax receipts, the 

15 receipts would be allocated to the local governments based 

16 upon rules adopted by the director of revenue. The bill 

17 provides for the exemption from a local sales tax of lottery 

18 tickets, motor and special fuel, hotel and motel rentals if 

19 these are taxed under a local hotel and motel tax, and natural 

20 gas and electric energy if a city or county imposes a 

21 franchise or user fee on them. 

22 The bill provides different effective dates. 
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PAGE EIGHT, MAY 1, 1986 HOUSE CLIP SHEE~ 

SENATE FILE 2302 
H-6061 

l Amend Senate File 2302 as passed by the Senate as 
2 follows: 
3 l. Page l, by striking lines l through 15 and 
4 inserting the following: 
5 "Sec. Section 422A.l, unnumbered paragraph 3, 
6 Code l985~s amended to read as follows: 
7 A city or county shall impose a hotel and motel tax 
8 or increase the tax rate, only after an election at 
9 which a majority of those voting on the question 

10 favors imposition or increase. However, a hotel and 
ll motel tax shall not be repealed or reduced in rate if 
12 obligations are outstanding which are payable as 
13 provided in section 422A.2, unless funds sufficient to 
14 pay the principal, interest, and premium, if any, on 
15 the outstanding obligations-at and prior to maturity 
16 have been properly set aside and pledged for ~tleh that 
17 purpose. The election shall be held at the time o-f---
18 that city's or county's general election or at the 
19 time of a special election. 
20 Sec. Section 4228.1, subsections l and 2, 
21 Code Supplement 1985, are amended to read as follows: 
22 l. A eity-or-~ county may impose by ordinance of 
23 the-eity-eotlneil-or the board of supervisors local 
24 option taxes authorized by this chapter, subject to 
25 this section. 
26 2. A local option tax shall be imposed only after 
27 an election at which a majority of those voting on the 
28 question favors imposition and shall then be imposed 
29 until repealed as provided in subsection 7, paragraph 
30 "a". ff-the-tax-i~-~-loeal-earning~-tax-im~o~ed-by-a 
31 eity,-it-~h~ll-only-a~~ly-within-the-eor~orate 
32 botlnd~rie~-of-that-eity-and-if-im~o~ed-by-a-eotlnty,-it 
33 ~hall-only-a~~ly-to-tlnineor~orated-area~-of-that 
34 eotlnty~ If the tax is a local vehicle tax imposed by 
35 a county, it shall apply to all incorporated and 
36 unincorporated areas of the county. If the tax is a 
37 local sales and services tax imposed by a county, it 
38 shall only apply to those incorporated areas and the 
39 unincorporated area of that county in which a majority 
40 of those voting in the area on the tax favor its 
41 imposition. For purposes of the local sales and 
42 services tax, all cities contiguous to each other 
43 shall be treated as part of one incorporated area and 
44 the tax would be imposed in each of those contiguous 
45 cities only if the majority of those voting in the 
46 total area covered by the contiguous cities favor its 
47 imposition. 
48 Sec. Section 4228.1, subsections 3 and 4, 
49 Code Supplement 1985, are amended by striking the 
50 subsections. 
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PAGE NINE, MAY 1, 1986 

H-6061 
Page Two 

HOUSE CLIP SHEE~ 

1 Sec. • Section 422B.l, subsection 6, Code 
2 Supplemenr-1985, is amended to read as follows: 
3 6. The county commissioner of elections shall 
4 submit the question of imposition of a local option 
5 tax at a state general election or at a special 
6 election held at anytime other than the time of a city 
7 regular election ±ft-~he-ea~e-o£-a-~ax-±mpo~ed-by-a 
8 eottft~y-o~-a~-a-~~a~e-geftera~-e~ee~±oft-or-e±~y-regtt~a~ 
9 e±ee~±oft-±ft-~he-ea~e-o£-a-~ax-±mpo~ed-by-a-e±~y which 

10 may not be held sooner than sixty days after 
11 publication of notice of the ballot proposition. The 
12 ballot proposition shall specify the type and rate of 
13 tax and in the case of a vehicle tax the classes that 
14 will be exempt and in the case of a local sales and 
15 services tax the date it will be imposed. The ballot 
16 proposition shall also specify the approximate amount 
17 of local option tax revenues that will be used for 
18 property tax relief and shall contain a statement as 
19 to the specific purpose or purposes for which the 
20 revenues shall otherwise be expended. ~he-ra~e-o£-a 
21 ~oea~-ea~ft±ftg~-~ax-~ha~±-be-±ft-±fteremeft~~-o£-ofte 
22 pereeft~-btt~-fto~-±ft-exee~~-o£-£ottr-pereeft~-a~-~e~-by 
23 ~he-go~erft±ftg-body-o£-~he-e±~y-or-eottft~y-~eek±ftg-~o 
24 ±mpo~e-~he-~ax~ The rate of the vehicle tax shall be 
25 in increments of one dollar per vehicle as set by the 
26 petition seeking to impose the tax. The rate of a 
27 local sales and services tax shall not be more than 
28 one percent as set by the governing body. The state 
29 commissioner of elections shall establish by rule the 
30 form for the ballot proposition which form shall be 
31 uniform throughout the state. 
32 Sec. Section 422B.l, subsection 7, paragraph 
33 a, Code Supplement 1985, is amended to read as 
34 follows: 
35 a. If a majority of those voting on the question 
36 of imposition of a local option tax favor imposition 
37 of a local option tax, the governing body of that e±~y 
38 or-~ha~ county,-a~-app~±eab~e, shall impose the tax at 
39 the rate specified for an unlimited period. However, 
40 in the case of a local sales and services tax, the 
41 county shall not impose the tax in any incorporated 
42 area or the unincorporated area if the majority of 
43 those voting on the tax in that area did not favor its 
44 imposition. For purposes of the local sales and 
45 services tax, all cities contiguous to each other 
46 shall be treated as part of one incorporated area and 
47 the tax would be imposed in each of those contiguous 
48 cities only if the majority of those voting in the 
49 total area covered by the contiguous cities favor its 
50 imposition. The local option tax may be repealed or 
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P<HJC Three 

the rate increased or decreased only after an election 
., at which a majority of those voting on the question of 

repeal or rate change favor the repeal or rate change. 
4 The election at which the question of repeal or rate 
5 change is offered shall be called and held in the same 
6 manner and under the same conditions as provided in 
7 subsections 3,-4, 5, and 6 for the election on the 
8 imposition of the local option tax. However, in the 
9 case of a local sales and services tax where the tax 

10 has not been imposed countywide, the question of 
11 repeal or imposition shall be voted on only by the 
12 qualified electors of the areas of the county where 
13 the tax has been imposed or has not been imposed, as 
14 appropriate. 
15 Sec. Section 4228.1, subsection 9, Code 
16 Suppleme~l985, is amended to read as follows: 
17 9. Local option taxes authorized to be imposed as 
18 provided in this chapter are a-lo~a±-ea~ning~-tax 7 a 
19 local sales and services tax, and a local vehicle tax. 
20 The rate of the taxe~ tax shall be tlp-to-fotl~-pe~~ent 
21 in-in~~ement~-of-one-pe~~ent-fo~-the-ea~ning~-tax,-and 
22 in increments of one dollar per vehicle for a vehicle 
23 tax all-a~-~et-by-the-gove~ning-body-of-the-~ity-o~ 
24 ~otlnty-~eeking-to-impo~e-the-earning~-tax-or as set on 
25 the petition seeking to impose the vehicle tax. The 
26 rate of a local sales and services tax shall not be 

7 more than one percent as set by the governing body." 
8 2. Page 2, by inserting after line 22 the 

29 following: 
30 "Sec. Sections 4228.5 through 4228.7, Code 
31 Supplementl985, are repealed." 
32 3. Title page, lines l and 2, by striking the 
33 words "sales and services tax and the local option 
34 earnings tax" and inserting the following: "taxes". 

H-6061 FILED APRIL 30, 1986 BY COMMITTEE ON WAYS AND MEANS 
ADOPTED ( (/. I "J .;< 7) 

H-6069 
SENATE FILE 2302 

1 Amend Senate File 2302 as passed by the Senate as 
2 follows: 

3 1. Page 2, by inserting after line 22 the 
4 following: 

~ "Sec. JA. ~ection 423.4, Code Supplement 1985, is 
amended by add.tng the following new subsection· 

~ NEW SUBSECTION. 13. Aircraft used in inte;state 
co~erce P:.tor to their entry into this state and 

1 ~ wh.tch cont.tnue to be used substantially in interstate 
;ommerce •. For purposes of this subsection, 

11 ~ubstant.tally" means at least ninety percent of the 
aircraft's actual flights." 

2 .. Page 3, by inserting after line 5 the 
follow.tng: 

"Sec. • Sect .t" on JA f th · o .ts Act is retroactive to January 1, 1985." 
II-6069 FILI:D APRIL 30, 1986 BY STR0'1ER of Hancock 
'\JO'r GF.R~1ANE (f- l<j .(9 ) 



PAGE TWELVE, MAY 1, 1986 HOUSE CLIP SHEET 

SENATE FILE 2302 
11-6066 

l Amend the committee amendment, H-6061, to Senate 
2 File 2302 as passed by the Senate as follows: 
3 1. Page 1, line 20, by striking the word "Sec. 
4 ." and inserting the following: "Sec. 100." 
5 ---2. Page 1, line 34, by inserting after the words 
6 "vehicle tax" the following: "or a local sales and 
7 services tax". 
8 3. Page 1, by striking lines 36 through 47 and 
9 inserting the following: "unincorporated areas of the 

10 county. ff-~he-~~~-±~-~-loe~l-~~~e~-~nd-~e~~±ee~-t~~ 
11 ±mpo~ed-by-~-eo~n~y,-±t-~h~ll-only-~pply-~o-tho~e 
12 ±neo~po~~ted-~~e~~-~nd-~he-~n±neo~po~~~ed-~~e~-o£-th~~ 
13 eo~nty-±n-wh±eh-~-m~jo~±ty-o£-tho~e-~o~±ng-±n-the-~~e~ 
14 on-~he-t~~-f~~o~-±~~-±mpo~±t±on~--Po~-p~~po~e~-of-the 
15 ~oe~~-~~le~-~nd-~e~~±ee~-t~~,-all-e±~±e~-eont±g~o~~-~o 
16 e~eh-othe~-~h~ll-be-t~eated-~~-pa~~-of-one 
17 ±neo~po~ated-area-and-~he-ta~-wo~ld-be-±mpo~ed-±n-eaeh 
18 of-tho~e-eon~±g~o~~-e±t±e~-only-±£-the-majo~±ty-of 
19 tho~e-~o~±ng-±n-~he-to~at-a~ea-eo~e~ed-by-~he 
20 eon~±g~o~~-e±~±e~-£a~or-±~~-±mpo~±~±on~" 
21 4. Page 2, line 32, by striking the word "Sec. 
22 ."and inserting the following: "Sec. 101." 
23 ---5. Page 2, by striking lines 39 through 50 and 
24 inserting the following: "the rate specified for an 
25 unlimited period. Howe~er,-±n-the-ea~e-o£-a-toea~ 
26 ~~~e~-~nd-~e~~±ee~-~a~,-~he-eo~nty-~ha%%-not-±mpo~e 
27 the-~~~-±n-any-±neorpo~ated-a~ea-or-~he-~n±neo~po~~ted 
28 ~rea-±£-the-m~jor±~y-of-tho~e-~ot±ng-on-the-~~~-±n 
29 that-~~e~-d±d-no~-f~~or-±t~-±mpo~±t±on~--Po~-p~rpo~e~ 
30 o£-the-loeal-~aie~-and-~er~±ees-ta~,-a~~-e±t±es 
31 eont±g~o~~-to-eaeh-other-~hall-be-treated-~s-p~~t-of 
32 one-±neo~porated-a~ea-and-~he-ta~-wo~td-be-±mpo~ed-±n 
33 eaeh-of-tho~e-eont±g~o~s-e±t±e~-onty-±f-the-majo~±ty 
34 of-tho~e-~ot±ng-±n-the-tot~l-area-eo~e~ed-by-the 
35 eont±gtlotl~-e±t±e~-fa~or-±t~-±mpos±t±on~ The local 
36 option tax may be repealed or". 
37 6. Page 3, by striking lines 8 through 14 and 
38 inserting the following: "imposition of the local 
39 option tax. Howe~er,-±n-the-e~~e-of-a-toe~i-~~ie~-~nd 
40 ~er~±ee~-t~~-where-the-t~~-ha~-no~-been-±mpo~ed 
41 eo~ntyw±de,-the-q~e~t±on-of-repeat-or-±mpo~±t±on-~h~il 
42 be-~oted-on-oniy-by-the-qtlai±£±ed-e±ee~o~~-o£-the 
43 ~rea~-o£-the-eo~nty-where-the-t~~-h~~-been-±mpo~ed-o~ 
44 ha~-not-been-±mposed,-a~-~pp~op~±ate~" 
45 7. Page 3, by inserting after line 27 the 
46 following: 
47 " Page 2, by inserting after line 13 the 
48 following: 
49 "Sec. 102. Section 4228.8, unnumbered paragrc.ph 1, 
50 Code Supplement 1985, is amended to read as fo~lows~ 
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PAGE THIRTEEN, MAY 1, 1986 

H-6066 
Page Two 

HOUSE CLIP SHEET 

1 A local sales and services tax at the rate of not 
2 more than one percent may be imposed by a county on 
3 the gross receipts taxed by the state under chapter 
4 422, division IV. A local sales and services tax 
5 shall be imposed on the same basis as the state sales 
6 and services tax and may not be imposed on the sale of 
7 any property or on any service not taxed by the state. 
8 However, notwithstanding that the gross receipts from 
9 the sale or rental of the tangible personal property 

10 described in section 422.45, subsections 26 and 27 are 
11 taxable during the period beginning July 1, 1985 and 
12 ending June 30, 1987, a local sales and services tax 
13 shall not be imposed on the sale or rental of such 
14 property. A local sales and services tax is 
15 applicable to transactions within those incorporated 
16 and unincorporated areas of the county where it is 
17 imposed and shall be collected by all persons required 
18 to collect state gross receipts taxes. A~~-e±~±e~ 
19 eoftt±~ttott~-~e-e8e~-o~~e~-~~a~~-be-e~eaeed-a~-~a~e-o£ 
20 ofte-±fteo~~e~a~ed-a~ea-aftd-e~e-eax-wott~d-be-±m~o~ed-±ft 
21 eae~-o£-e~e~e-eoftt±~ttett~-e±~±e~-oft~y-±£-e~e-ma;o~±ey 
22 o£-e~o~e-~et±ftg-±ft-e~e-eoea~-a~ea-eo~e~ed-by-e~e 
23 eoftt±~ttott~-e±e±e~-£a~o~-±e~-±m~o~±t±oft•"" 
24 8. Page 3, by inserting after line 29 the 
25 following: 
26 ""Sec. 103. Section 422B.l0, subsection 2, Code 
27 Supplement 1985, is amended to read as follows: 
28 2. The treasurer of state, pursuant to rules of 
29 the director of revenue, shall remit at least 
30 quarterly to the board of supervisors,-±£-e~e-eax-wa~ 
31 ±m~o~ed-±ft-t~e-ttft±fteo~~o~aeed-a~ea~, and each city 
32 w~e~e-e~e-eax-wa~-±m~o~ed its share of the county's 
33 account in the local sales and services tax fund as 
34 computed under subsections 3 and 4." 
35 9. Page 3, line 30, by striking the word ""Sec." 
36 and inserting the following: "Sec." 
37 10. Page 3, by inserting after line 31 the fol-
38 lowing: 
39 " Page 2, line 33, by inserting after the 
40 word~ct" the following: ", except for sections 100 
41 through 103,". 
42 Page 3, by inserting after line 2 the 
43 following: 
44 "Sec. . Sections 100 through 103 of this Act 
45 are effect~ve July 1, 1986."" 

H-6066 FILED APRIL 30, 1986 BY BENNETT of Ida 
LQ_ST ({j'. 19~"1 ) 



SENA'l'E 111 
-. May 1 , 1 9 8 6 

S-5888 

HOUSE AMENIMENr 'IO 

SENATE FILE 2302 

1 Amend Senate File 2302 as passed by the Senate as 
2 follows: 
3 1. Page 1, by striking lines 1 through 15 and 
4 inserting the following: 
5 "Sec. Section 422A.l, unnumbered paragraph 3, 
6 Code 1985;-ls amended to read as follows: 
7 A city or county shall impose a hotel and motel tax 
8 or increase the tax rate, only after an election at 
9 which a majority of those voting on the question 

10 favors imposition or increase. However, a hotel and 
ll motel tax shall not be repealed or reduced in rate if 
12 obligations are outstanding which are payable as 
13 provided in section 422A.2, unless funds sufficient to 
14 pay the principal, interest, and premium, if any, on 
15 the outstanding obligations-at and prior to maturity 
16 have been properly set aside and pledged for ~tleh that 
17 purpose. The election shall be held at the time of---
18 that city's or county's general election or at the 
19 time of a special election. 
20 Sec. Section 422B.l, subsections 1 and 2, 
21 Code Supplement 1985, are amended to read as follows: 
22 1. A eity-or-~ county may impose by ordinance of 
23 the-eity-eotlnei%-or the board of supervisors local 
24 option taxes authorized by this chapter, subject to, 
25 this section. 
26 2. A local option tax shall be imposed only after 
27 an election at which a majority of those voting on the 
28 question favors imposition and shall then be imposed 
29 until repealed as provided in subsection 7, paragraph 
30 "a". ~f-the-t~x-i~-~-ioc~i-e~rning~-t~x-impo~ed-by-a 
31 eity,-±t-~h~%%-oniy-~ppiy-w±th±n-the-corpor~te 
32 botlnd~r±e~-of-th~t-city-~nd-if-impo~ed-by-~-eotlnty,-it 
33 ~h~%%-oniy-~ppiy-to-tlnincorpor~ted-area~-of-th~t 
34 eotlnty~ If the tax is a local vehicle tax imposed by 
35 a county, it shall apply to all incorporated and 
36 unincorporated areas of the county. If the tax is a 
37 local sales and services tax imposed by a county, it 
38 shall only apply to those incorporated areas and the 
39 unincorporated area of that county in which a majority 
40 of those voting in the area-on the tax favor its 
41 imposition. For purposes of the local sales and 
42 services tax, all cities contiguous to each other 
43 shall be treated as part of one incorporated area and 
44 the tax would be imposed in each of those contiguous 
45 cities only if the majority of those voting in the 
46 total area covered by the contiguous cities favor its 
47 imposition. 
48 Sec. Section 422B.l, subsections 3 and 4, 
49 Code Supplement 1985, are amended by striking the 
50 subsections. 



SENATE 112 
May 1, 1986 

r- 588~e8: 2 • Section 422B.l, subsection 6, Code 
2 Supplement 1985, is amended to read as follows: 
3 6. The county commissioner of elections shall 
4 submit the question of imposition of a local option 
5 tax at a state general election or at a special 
6 election held at anytime other than the time of a city 
7 regular election ±n-t~e-e8se-e£-8-t8x-im~esed-by-e 
8 eettnty-e~-et-8-st8te-gene~8~-e~eetien-e~-eity-~egtt~8~ 
9 e~eetien-in-t~e-e8se-e£-8-t8x-±m~esed-by-8-eity which 

10 may not be held sooner than sixty days after 
11 publication of notice of the ballot proposition. The 
12 ballot proposition shall specify the type and rate of 
13 tax and in the case of a vehicle tax the classes that 
14 will be exempt and in the case of a local sales and 
15 services tax the date it will be imposed. The ballot 
16 proposition shall also specify the approximate amount 
17 of local option tax revenues that will be used for 
18 property tax relief and shall contain a statement as 
19 to the specific purpose or purposes for which the 
20 revenues shall otherwise be expended. ~~e-~8te-e£-8 
21 ~ee8~-e8~nings-t8x-sh8~~-be-in-ine~ements-e£-ene 
22 ~e~eent-bttt-net-in-exeess-e£-£ett~-~e~eent-8s-set-by 
23 t~e-ge~e~ning-bedy-e£-t~e-eity-e~-eottnty-seeking-te 
24 im~ese-t~e-t8X• The rate of the vehicle tax shall be 
25 in increments of one dollar per vehicle as set by the 
26 petition seeking to impose the tax. The rate of a 
27 local sales and services tax shall not be more than 
28 one percent as set by the governing body. The state 
29 commissioner of elections shall establish by rule the 
30 form for the ballot proposition which form shall be 
31 uniform throughout the state. 
32 Sec. • Section 422B.l, subsection 7, paragraph 
33 a, Code Supplement 1985, is amended to read as 
34 follows: 
35 a. If a majority of those voting on the question 
36 of imposition of a local option tax favor imposition 
37 of a local option tax, the governing body of that e±ty 
38 e~-t~8t county7-8s-8~~~±e8b~e, shall impose the tax at 
39 the rate specified for an unlimited period. However, 
40 in the case of a local sales and services tax, the 
41 county shall not impose the tax in any incorporated 
42 area or the unincorporated aYea if the majority of 
43 those voting on the tax in that area did not favor its 
44 imposition. For purposes of the local sales and 
45 services tax, all cities contiguous to each other 
46 shall be treated as part of one incorporated area and 
47 the tax would be imposed in each of those contiguous 
48 cities only if the majority of those voting in the 
49 total area covered by the contiguous cities favor its 
50 imposition. The local option tax may be repealed or 
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1 the rate increased or decreased only after an election 
2 at which a majority of those voting on the question of 
3 repeal or rate change favor the repeal or rate change. 
4 The election at which the question of repeal or rate 
5 change is offered shall be called and held in the same 
6 manner and under the same conditions as provided in 
7 subsections 37 -4 7 57 and 6 for the election on the 
8 imposition of the local option tax. However, in the 
9 case of a local sales and services tax where the tax 

10 has not been imposed countywide, the question of 
11 repeal or imposition shall be voted on only by the 
12 qualified electors of the areas of the county where 
13 the tax has been imposed or has not been imposed, as 
14 appropriate. 
15 Sec. Section 422B.1, subsection 9, Code 
16 Suppleme~l985, is amended to read as follows: 
17 9. Local option taxes authorized to be imposed as 
18 provided in this chapter are a-±oea%-earn±n9~-tax, a 
19 local sales and services tax7 and a local vehicle tax. 
20 The rate of the taxe~ tax shall be ~p-to-fo~r-pereent 
21 ±n-±nerement~-of-one-pereent-for-the-earn±n9~-tax,-and 
22 in increments of one dollar per vehicle for a vehicle 
23 tax a±±-a~-~et-by-the-9o~ern±n9-body-of-the-e±ty-or 
24 eo~nty-~eek±ng-to-±mpo~e-the-earn±n9~-tax-or as set on 
25 the petition seeking to impose the vehicle tax. The 
26 rate of a local sales and services tax shall not be 
27 more than one percent as set by the governing body." 
28 2. Page 2, by inserting after line 22 the 
29 following: 
30 "Sec. Sections 422B.5 through 422B.7, Code 
31 Supplementl985, are repealed." 
32 3. Title page, lines 1 and 2, by striking the 
33 words "sales and services tax and the local option 
34 earnings tax" and inserting the following: "taxes". 
'Sr5888 Filed April 30, 1986 REC'D FROM THE HOUSE 
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SENATE FILE 2302 

AN ACT 

RELATING TO THE LOCAL OPTION TAXES AND PROVIDING EFFECTIVE 
DATES. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 422A.l, unnumbered paragraph 3, Code 

1985, is amended to read as follows: 

A city or county shall impose a hotel and motel tax or 

increase the tax rate, only after an election at which a 

majority of those voting on the question favors imposition or 

increase. However, a hotel and motel tax shall not be 

repealed or reduced in rate if obligations are outstanding 

which are payable as provided in section 422A.2, unless funds 

sufficient to pay the principal, interest~ and premium, if 

any, on the outstanding obligations at and prior to maturity 

have been properly set aside and pledged for ~~~h that 

purpose. The election shall be held at the time of that 

city's or county's general election or at the time of a 

special election. 

Sec. 2. Section 422B.l, subsections 1 and 2, Code 

Supplement 1985, are amended to read as follows: 

l. A ~~ty-o~-~ county may impose by ordinance of the-c~ty 

co~nc~i-o~ the board of supervisors local option taxes 

authorized by this chapter, subject to this section. 

2. A local option tax shall be imposed only after an 

election at which a majority of those voting on the question 

favors imposition and shall then be imposed until repealed as 

provided in subsection 7, paragraph "a". f£-the-t~x-~s-~ 

ioce%-ee~ning~-tex-~mposed-by-~-c~ty7-~t-~ha%%-on%y-epply 

w~th~n-the-co~por~te-bo~nde~~es-o£-thet-~ity-end-±£-~mposed-by 

e-co~nty,-~t-~hell-only-eppiy-to-~n~ncorporeted-aree~-o£-that 

~o~nty~ If the tax is a local vehicle tax imposed by a 
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county, it shall apply to all incorporated and unincorporated 

areas of the county. If the tax is a local sales and services 

tax imposed by a county, it shall only apply to those 

incorporated areas and the unincorporated area of that county 
in which a majority of those voting in the area on the tax 

favor its imposition. For purposes of the local sales and 

services tax, all cities contiguous to each other shall be 

treated as part of one incorporated area and the tax would be 

imposed in each of those contiguous cities only if the 

majority of those voting in the total area covered by the 

contiguous cities favor its imposition. 

Sec. 3. Section 422B.l, subsections 3 and 4, Code 

Supplement 1985, are amended by striking the subsections. 

Sec. 4. Section 422B.l, subsection 6, Code Supplement 
1985, is amended to read as follows: 

6. The county commissioner of elections shall submit the 

question of impositio~ of a local op~ion tax at a state 

general election or a: a special election held at any time 

other than the time o: a city regula: election ~n-the-e~se-o£ 

e-t~x-~mposed-by-e-eo~nty-o~-at-a-st~te-gener~%-eieet~on-o~ 

eity-~eg~%~~-eieet~on-~n-the-c~se-o£-~-tex-~mposed-by-e-~~ty 

which may not be held sooner than sixty days after publication 

of notice of the ballot proposition. The ballot proposition 

shall specify the type and rate of tax and in the case of a 

vehicle tax the classes that will be exempt and in the case of 

a local sales and services tax the date it will be imposed. 

The ballot proposition shall also specify the approximate 

amount of local option tax revenues that will be used for 

property tax relief and shall contain a statement as to the 

specific purpose or purposes for which the revenues shall 

otherwise be expended. The-~ete-o£-e-ioee%-e~rn~ngs-t~x-sh~%1 

be-~n-~ne~ements-o£-one-pe~eent-b~t-not-~n-exees~-o£-£o~~ 

pereent-eo-oet-by-the-go~e~n~ng-body-o£-the-e~ty-o~-eo~nty 

~ee~±ng-to-~mpooe-the-t~x. The rate of the vehicle tax shall 

be in increments of one dollar per vehicle as set by the 

(/) ., 
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petition seeking to impose the tax. The rate of a local sales 

and services tax shall not be more than one percent as set by 

the governing body. The state commissioner of elections shall 

establish by rule the form for the ballot proposition which 

form shall be uniform throughout t~e state. 

Sec. 5. Section 4228.1, subsec~ion 7, paragraph a, Code 

Supplement 1985, is amended to read as follows: 

a. If a majority of those voting on the question of 
imposition of a local option tax favor imposition of a local 

option tax, the governing body of that eity-or-thet county7-a~ 

appiieabie, shall impose the tax at the rate specified for an 

unlimited period. However, in the case of a local sales and 

services tax, the county shall not impose the tax in any 

incorporated area or the unincorporated area if the majority 

of those voting on the tax in that area did not favor its 

imposition. For purposes of the local sales and services tax, 

all cities contiguous to each other shall be treated as part 

of one incorporated area and the tax would be imposed in each 

of those contiguous cities only if the majority of those 

voting in the total area covered by the contiguous cities 

favor its imposition. The local option tax may be repealed or 

the rate increased or decreased only after an election at 

which a majority of those voting on the question of repeal or 

rate change favor the repeal or rate change. The election at 

which the question of repeal or rate change is offered shall 

be called and held in the same manner and under the same 

conditions as provided in subsections 3,-4, s, and 6 for the 

election on the imposition of the local option tax. However, 

in the case of a local sales and services tax where the tax 

has not been imposed countywide, the question of repeal or 

imposition shall be voted on only by the qualified electors of 

the areas of the county where the tax has been imposed or has 

not been imposed, as appropriate. 

Sec. 6. Section 4228.1, subsection 9, Code Supplement 

1985, is amended to read as follows: 
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9. Local option taxes authorized to be imposed as provided 

in this chapter are a-ioea!-earning~-tax, a local sales and 

services tax, and a local vehicle tax. The rate of the taxea 

tax shall be ap-to-~oer-pereent-in-inerementa-o~-one-pereent 

~or-the-earninga-tax,-and in increments of one dollar per 

vehicle for a vehicle tax a!!-a~-aet-by-the-governing-body-o~ 

the-eity-or-eoanty-aeeking-to-±mpoae-the-earninga-tax-or as 

set on the petition seeking to impose the vehicle tax. The 

rate of a local sales and services tax shall not be more than 

one percent as set by the governing body. 

Sec. 7. Section 4228.8, unnumbered paragraph 1, Code 

Supplement 1985, is amended to read as follows: 

A local sales and services tax at the rate of not more than 

one percent may be imposed by a county on the gross receipts 

taxed by the state under chapter 422, division IV. A local 

sales and services tax shall be imposed on the same basis as 

the state sales and services tax and may not be imposed on the 

sale of any property or on any service not taxed by the stateL 

except the tax shall not be imposed on the gross receipts from 

the sale of motor fuel or special fuel as defined in chapter 

324, on the gross receipts from the rental of rooms, 

apartments, or sleepino quarters which are taxed under chapter 

422A during the period the hotel and motel tax is imposed, on 

the gross receipts from the sale of natural gas or electric 

energv in a city or county where the gross receipts are 

subject to a franchise fee or user fee during the period the 

franchise or user fee is imoosed, and on the gross receipts 

from the sale of a lottery ticket or share in a lottery came 

conducted pursuant to chapter 99E. However, notwithstanding 

that the gross receipts from the sale or rental of the 

tangible personal property described in section 422.45, 

subsections 26 and 27 are taxable during the period beginning 
July 1, 1985 and ending June 30, 1987, a local sales and 

services tax shall not be imposed on the sale or rental of 

such property. A local sales and services tax is applicable 

.....__ 
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to transactions within those incorporated and unincorporated 

areas of the county where it is imposed and shall be collected 

by all persons required to collect state gross receipts taxes. 

All cities contiguous to each other shall be treated as part 
of one incorporated area and the tax would be imposed in each 

of those contiguous cities only if the majority of those 

voting in the total area covered by the contiguous cities 

favor its imposition. 

Sec. 8. Section 4228.10, subsection 1, Code Supplement 

1985, is amended to read as follows: 

l. The treasurer of state shall credit the local sales and 

services tax receipts and interest and penalties from a county 

to the county's account in the local sales and services tax 

fund. If the director of revenue is unable to determine from 

which county any of the receipts were collected, those 

receipts shall be allocated amongst the possible counties 

based on allocation rules adopted by the director of revenue. 

Sec. 9. Sections 4228.5 through 4228.7, Code Supplement 
1985, are repealed. 

Sec. 10. In a county that has imposed a local option sales 

and services tax, the board of supervisors shall, 

notwithstanding any contrary provision of chapter 4228, repeal 

the local option sales and services tax in an incorporated 

city area in which the tax has been imposed upon receipt of a 

motion adopted by the governing body of that incorporated city 

area requesting repeal. The board of supervisors shall repeal 

the local option sales and services tax effective at the end 

of the calendar quarter during which the motion for the repeal 
was received. 

Sec. 11. This Act being deemed of immediate importance, 

takes effect from and after its publication in The Cedar 

~apids Gazette, a newspaper published in Cedar Rapids, Iowa, 

and in the West Des Moines Express, a newspaper published in 

Des Moines, Iowa. 

~·- f ·; 
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Sec. 12. Sections 7 and 8 of this Act are retroactive to 

January 1, 1986 for local option sales and services taxes 

imposed on or after that date. 

Sec. 13. Section 10 of this Act is repealed July 1, 1986. 

ROBERT T. ANDERSON 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 
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is known as Senate File 2302, Seventy-first General Assembly. 
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