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February 18, 
Tax Revigion. 

House File 315 
By ::I1cNEAL, ABEL, T'CR:\ER of ::IIills, HOTH, KERR. 

TATE, BLOEDEL, WILSOl\. AR:'>ISTRO:\G, :Ylc­
FARLANE. SERSLA:>lD, LAUER, BECK. CHRlS­
TIA:\,SEX, STEERS. SHEROD, FA LV E Y , 
P ADlER and PEDRICK. 

Passed House, Date .......... ______ .. _ ..... __________ ...... .. 

Vote: Ayes .... __ . ______ ....... __ Nays __________ ._ ..... _. __ _ 

Passed Senate, Date. _________ ... ___________ .......... _____ .. _ 

Vote: Ayes ___ ........ _______ .... 1\ays ........... ___ ....... . 

Approved ______ ....... _____ ........ _ ... ___ ........... _____ ........ .. 

A BILL FOR 
An Act providing an altenlative method of taxation of stocks 

of merchandise of merchants, imposing an excise tax at 
the rate of one-half of one per cent (I," of 1 ~~) upon 
the net sales of merchandise by merchants. and providing 
for the assessment and collection of such excise tax, 

Be It Enacted by the Genera1 A.sRCmb1y oj the State of IO'1va: 

1 Section 1. Chapter four hundred twenty·eight (428), 

2 Code 1950. is hereby amended by adding thereto the follo\\ ing 

3 provisions: 

4 1. Any merchant as defined by the provisions of section 

5 four hundred twenty-eight point sixteen (428.16), Code 1950, 

6 may elect instead of being assessed upon his stocks of merchan-

7 dise as provided in section four hundred twenty-eight point 

8 seventeen (428,17), Code 1950. to be taxed upon the sale of 

9 such merchandise as pro\'ided in this Act. and in the event of 

10 such election ~uch merchandise shall not be otherwise assessed 

11 or taxed as personal property. 

12 2. If such election is made by any merchant as defined 

13 by section four hundred twenty-eight point sixteen (428.16), 
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14 Code 19fiO, he shall he supplied by the assc;,or with a form 

15 which shall be pre,cnherl by the state tax commission, upon 

H; which he $hall enkr the net amount of sale:; made by ~uch • 17 merchant during the calendar year {mdin~ December 31 next 

18 prIOr lO the year in which such return is made. Ket sales 

19 shall include all sales of merchandise made hy sucb merchant 

20 during the calendar :;"<11' aboyc defined 01 for such port.ion uf 

21 ,::;uch cdlendar year ag he ha.o:; oper«t€>d the f;u~iness pI ior to 

22 January 1 of the year in which asse;;sment is made. XO deduc-

23 tions of any character shall be made from these net ;;ales 

24 (lnO if any Oler(!hant is also a n'!anufacttlrer, as defined in 

9---v ;;edion four hundled twenly-eight point twenty (428.20). Code 

26 1950, or a wholesaler, he shal! also include as pm't of his 

27 

28 made b.> him, whether at retail or at wholesale. The term "net 

29 -;J,!C:''' is herebY rlefincrl a~ meaning all sale::; less all ailowance 

30 for the ,ale" price of merchandise returned. 

31 3. An annual excise tax is hereby levied upon such sales 

32 of merchandise in the amount hereinafter provided. All merchan-

3:3 dise th,,> sold shall be exempt to the seller from all taxation 

as personal property unner the laws of thi~ statt. The amount 

35 M such excise tax shall be a sum equal to one-half of one per 

;,6 cent (',,, of 1:. ) upon the net. salcs of all m~rchandise thus sold. • 37 4. Every per.,on electing to be taxed under the prQ\'isions 

3R of thi>. act shall, not later than ~I&rch 1 of each year, make 

39 <lnt! file with the a"cssor a statement of his net sales during 
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40 the year immediately preceding the first day of January, or 

41 the portion thereof during which he was engaged in business • 42 as a merchant, and, on demand, the assessor shall have the 

43 right to inspect all such person's records of such sale". If 

44 such statement is not presented prior to ::I1arch 1 of any year 

45 in which election has been made to be taxed under the provi· .. , 
46 sions of this act, the assessor shall proceed to require are· . 

47 turn as prescribed under section four hundred twenty-eight 

48 point se\'enteen (428.17), Code 1950. 

49 o. The assessor shall ascertain from the statement re-

50 quired or from such information as he may acquire, the total 

51 net sales of merchandise by wch merchant during the period 

for which he has made a return, and shall assess the amount 

53 herein provided to oSuch person under the provisions of thi:; act. 

54 6. The rate imposed by subsection three (:3) of this sec-

55 tion shall b~ applied to the total net sales of merchandise 

'i6. thus r~portcd and the computed amount thereof shall constitute 

j, the tax imposed and taxed. 

58 7. Such specific tax, when determined as aforesaid, shall 

59 be entered in the same manner as general property taxes on the 

60 tax list of the taxing district, and the proceeds of the col-

61 lection of such tax shall be distributed to the same taxing 

• 62 districts and in the sarr:e proportion as the general per~onal 

63 property tax on the tax list of said taxing district. All 

64 provisions of the law relating to the assessment and coIlec-

65 tion of personal property taxes, and the powers and du \les of 



H. F. ;l1G -4-

66 the county treasurer. county auditor and all other officel's 

67 with respect to the as~essment. collection. and enforcement 

68 of personal property taxes shall apply to the ass~s"ment. col-

69 lection and enforcement of th~ tax imposed by this act. 

70 8. The return of net sales a~ made by any merchant as 

il ht'rein provided shall be deemed as contidential information 

72 to the assessor and board of review and shall not be open for 

i3 public inspection. 

71 9. Any person who shall knowingly make a false state-

75 ment of his net sales in the return made under the pro\'isions 

76 of this chapter, shall be guilt)' of a misdemeanor, and shall. 

77 for each such offense, be fined not less than one hundred 

78 dollars ($100) and not more than Cive hundred dollars ($500). 

79 or be in prison for not exceeding ninety (90) days or be sub-

80 jec! to both such fines and imprisonment in the discretion 

81 of the court. 

EXPLANA'l'IO:>: OF R F. 316 

This bJil offer::. an alternative method for the tll.xntion of stQcJ.:s of Inelchants doing 
business in Iow1\. Cnder th~ present law such stocks of merchandi~ of merchantS 
ate taxed 11." peLs;onaJ pMperty upon an fi\'crage invt!nwry basis. The de~rrnination of 
what constitutes .tin avel agc inventory 1::1 ycry difficult under the present law. The 
~xif)ting law also, b~auge of th~ difficu~ties of assessment <ind because of the fact that 
many merchants, e!)pe<:ulily those dealing in durablc goods, <ire required tQ maintain 
heavier in\Tentol"ies than mar1\" other merchanh doing a similar or g'teater volume of 
business. 

Lnder tht: plan as propo~ed, il merchant should he so elect, would be requir~d to pay 
an excise tax of one-half of QnlO! pcr cent upon hl? \"olume of l:lU le:-, , Should he makt! 
l5u<,;h el~tion, he would riot be r("qu1red to pay per:;;onul property taXtls, upon his inven­
tory, Fixtures and equipment of merchants would be tax~d in the &ame manner as 
under the present law. Thi;5 nwthod of procedult: would result in much ~7eater uni­
formity in the taxation of stocks of goods of mel chants in many cases; practlces as 
to the a~~essment of peu;onal propertr vary greatly as bctwe<:n diff~rent communitiel::l 
and often as b~t\\'een taxine- I.b.,tricts In the fal'i'\~ county. 

It i:3 not belie,'ed that substanhol losses of revenue would reiiult in the adoption 
of such " ~ysteru for the- reilson that it would diminaw the use of Inventories. and 
disagreement as tQ depreciation and obsolescenc.;e of the merchandise indudeci in inven­
toriel:', 1l.nd as to the uyerap: value of ;:3uch inventOries. It would also greatly simplify 
the work of as:.<:ssor3, bo~rd(': of review, and county auditor:. and trensurcrs. 

• 
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1 Amend House File 315 by lnM1't\ng after the comma 
2 follo .. ~ the ... ord "shall" In line thlJ:t:f-eigbt (38) the f~: 
3 "w.ke ouch declarati"" 11\ wrltlDg by January 1 and wbOll 
4 eleclA>d thAt methnd mutt contil\Oe until pwmi .. ion \0 ,",,,tad 
5 by th~ :"unt)- board of review to be wed uod~r seetion tour 
& hundred tw.mty-ei",bt poil\t __ ('28.17), Cod. 1950. Such 

7 person ,haU". ) 
8 Further amend by .trikiru: the word "~" III line forty-three (43 , 

ond 

9 all or lines forty-four 
FUed 

(44) to forty-e\i;ht (48), inclU$lve. 

February 27, 1963. P ... T1UCl< ct Sioux. 

1 1. A",end Ho""" File 316 by sttilclnjf the period at the end of line 
t thirty (30) of ""bscction two (2) of MCtIOI1 on. (1) and ..,1>-
3 otl~ therefor a comma "(,)" and adding the !ollowllllf: 
4 "and I.., An allowance in the amount of tb. "alue Allowed when 
5 traded-in .. rticle. :IN nce1vO<! as part of the purchast> price 
& of other merehandjse." 

7 Z. Amend Subsection th,. .. (8) h;9' at<iking..th. period "(.)" At 
8 the end of line lhirtr-ciX (3~).llubstitutin~ & comma "(.)" 
9 therefor and a4dinlt the follo,.j"g: 

10 "iDercaoed or red".od by tho pe~tag. that the col'Al>lned 
11 millage levy in """b tAxing di.trict exceeds or I. I_ tban 
12 SOOT (60) 111m. for. the Year in which th~ tAX i. levied." 
13 3. AnIQt\d aubsoction &even (7) by iDserlinA' attn tho :period 
14 "(.)" in Une ~ (6~) the followil>ll': 
1. "Thor. ,hall also be entered upon the t.IX Ii.t of the taxing 
16 di.triet &n amount which shall be determinod by divl4in;t into 
17 the amount of tM tax entertd upon the tax lilrt tho amount ;n 
18 mill" levied upon property in the taxing (iit;trict ~or th4t year 
19 upon which tho !.ax i. basod, and multiplying tho AmOllnt thus 
20 obtained by 1,000. The amount in mill. u""! a. a divisor .hall 
21 be fixed at the nur .. ! even mlll, where f ntctions or a mill 
22 are involved. Sueh valuatl<m ,ball be collOidered the taxable 
23 value of the m6rchandise upon which the tax is levied and 
24 shall be considered ... part ot tho taxabl, valuo ., the 
25 proptrty tn the taxing aisi.ci<;t in th.t dttfl'mination of the 
26 smount. of znlllage- levi~ or the determination of the limit 
27 of bonded ind.ebtedne"" of such t,utilllf district, but no additional 
2H tax .hAlI be levied upon the ta>tabl. valll' of proport;9' 
29 which I •• ubj..,t to the excise tax herein l:"nted." 
Filed 
March 20, 1953. CoM~Unul ON TAX ~SION. 
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1 Amend HOUM File 315 ... followa: 
2 L Byltrlldllg .11 or the \illc &fur the word Act In 
3 Iin<o 0IIe (1) =d ~ in lieu theroof as tolk>w\>: ~ 
4 amend H«ion four hllll4re<l twcnty-<>iei2t poiDt oeventee .. 
5 (428.17), Code 1900, Nlat'.ng to as .... inc Itoeka of 
6 merchandise." 
7 i. :By .triJcing all a1tez the cnactm.r c].,. .. Mnd 
8 in~ in lieu thuaot .. follow8: 
9 Sect"'" 1. Amend _tion fuur hun4rt4 twtnty-eight point 

10 seventeen (428.17). Cod. 1960, by strikine all of .aid section 
11 and lnaert!ng in lieu thereof "" follows: 
12 '"Th<t actual ... lue of such otocJcs of "",,<handi.., for the 
13 purpose or taxation, ><h"n be detormine.! as hereinafter set out. 
14 "'rho assessor afuill require the menhant to furnish to 
15 him the beginninll inventory, and the cost ot merohandlml, for 
16 th4 purpose of rcwo, for the next preceding year, which 
17 ,hall be ao shown by the Ineome !.ax return Bled by ouch m .... hant 
18 'WIth the .tate !.ax commissIOn of 10 ..... tor such year. Th. 
19 ,.... ... r shall d.~mine the tim" turnover of .1lCb .1.Qek or 
20 h1@rchandiM by dividing the coet of me~han<liH puceh4s00, tor 
21 th~ IJU1"POIe of renle by the beginning invtntol'y. The aSStilOr 
2'~ &hall determine th@> averl&M'e monthly value of such stock of 
28 mcrclundlk by addj,,~ the J"fJ(h::lJ)ing i"VIlilDtozy and the eon of 
24 mcrehandi ... purchased tor the po'_ of rosaa. and dividlq 
2G the total thereof hy twelve, or. if I.id J1U!rcAant wa, in bU1>ineu 
2'G for a period of less than twtive months, tben by • Ilumber equal 
27 to the num~r of mont-h'J the aatd merchant was In bulline~ The 
28 ave.rage monthl:; value of such awck of me,.c:h.ncl~, eo dol4:rmfned., 
29 ¥hall be thA adual value t.htlre.of in all c..icculn:lltAnces where the 
3() ,toek turnover, as determined by t.l\.Q bSaSSOr, ,h:Ul be six times 
31 or less. in aU CirCUMstances whero the stoek turnover, as 
3t cletermincd by tho ...... !<Or. ah.n ..... e.! six, tho AVoragc month4' 
33 value of such stock or merchall41se ahall he reduced 1n the same 
~ proportion as the timet tunlovcr bears to one hundred, and the 
8$ .. verage value of such stocJcs of merchandise, SO dotermine.!. Utll 
~~ be the aetnal value thereof. 
37 "The ....... ment shall be made at the same ratlo of the 
38 actual vatu. of stocks of merchandise, so det.rmined~ &8 ia 
:19 provided by section four hundred fortYo<JDe poInt thirl<!en 
40 (44l.l3)." 
Fil.d 
AprlJ 14. 1953. MeN ...... or Writhe. 


