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February 3, 1955. 
Tax Revision. 

House File 225 
By MILLER of Woodbury, PE~DLETO:-;, RI:-IG-

GENBERG, COLB'C'R)I, LISLE, KCESTER, 
GOODE, BROW)I, PATRICK, PAUL, DUFFY, 
FREY, HE)lRY, NELSON of Winnebago, 
NELSO:-; of Jasper, NOVAK, RIEHlII, MOR
RIS, TATE, STEVENS, SERSLAND, VAN 
ZWOL, :lllLLER of Black Hawk, SANTEE, 
CARSON, B'CCK, COKN, DARRINGTO)l, 
EDGINGTOl\, PETRVCCELLI, ~IILROY, 
SWISHER, OPPEDAHL, SMITH, DILLON, 
BERGESON, MOOTY, ;\lEKSING, ~IcNEAL, 
LOSS, THOMPSON, JOHNSON', HENDRIX, 
HlJLTMAN, WATSOK, KOSEK, WILSON 
FALVEY,HAGEDORl\,JOHANNES,u~~n.
E1I:, FAIRCHILD, DENMAN, PIM, WHIT
NEY, PETERSON, FREED, and CVRRIE. 

Passed House, Date ..... ~ .. : ... ~.7.'.~.C. ........ .. 
Vote: Ayes .......... /!?'?. Nays ..... !... ........... .. 
Passed Senate, Date ......................................... . 

Vote: Ayes...................... Nays .................... .. 

Approved ...... ~ ... !,:,,-:.,.J.7.,:,-:,S~: ............ .. 

A BILL FOR 
An Act to provide amendment. which will utilize federal 

definitions of income, ded. lOS and related items 
for Iowa income tax purr s. 

Be It Enacted by the General A",embly oj the State of [OU''': 

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

2 (422.4), Code 1954, SUbsection one (1), is amended to read as 

3 follows: "The words 'taxable income' mean the net income as 

4 defined in section four hundred twenty-two point seven (422.7) 

5 of the Code minus the deductions allowed by section four hundred 

6 twenty-two point nine (422.9) of the Code, in the case of indi-

7 viduals; in the case of estates or trusts, the words 'taxable 

8 income' mean the taxable income (without a deduction for 

9 personal exemption) as computed for federal income tax purposes 
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10 uncleI' the Internal Revenue Code of 1954, but with the acljustments 

11 specifiecl in section four hundred twenty-two point ,e\'en (422.7) 

12 of the Coue. 

1 Sec. 2. Section four hundred twenty-two point four (422.4). 

2 Code 1954, is amended by strildng subsection eleven (11). 

1 Sec. 3. Section four hundred twenty·two point four (422.4). 

2 Code 1954, subsection twelve (12), is amended to read as follows: 

3 "The term 'head of household' shall have the same meaning- as pro-

4 vided b)' the Internal Revenue Code of 1954, 

1 Sec. 'I. Section four hundred twenty-two point five (422.5), 

2 Code 1954, is amended by adding the word "taxable" before the word 

3 "income" on line five (5), 

1 Sec. 5. Section fOUl' hundred twenty-two point six (422.6), 

2 COde 1954, is amended to read as follows: "The tax imposed by 

3 section four hundred twenty-two point five (422.5) of the Code 

-1 shall apply to and become a charge against estates and trusts with 

5 re:;pL",t to their taxable income, and the rates shall be the same 

6 as those applicable to indh·iduals. The fiduciary shall be 

7 responsible for making the return of income for the estate or 

8 trust for which he acts, whether such income be taxable to the 

9 estate or trust or to the beneficiaries thereon. 

1 Sec. 6. Section four hundred twenty-two point se\'en (422.7), 

2 Code 1954, is amended to read as follows: "The term 'net income' 

3 means the adjusted gross income as computed for federal income 

4 tax purposes under the Internal Revenue Code of 1954, with the fol-

5 lowing adjustments: 

, . 
~ ... ;:!}..,. : 

'\ , /. 
'I . 

:-' ~ ;.. 

• 

• 



• 

• 

-3- H. F. 225 

6 1. Subtract interest and dividends from federal securities. 

7 2. Add interest and dividends from foreign securities and 

8 frorr. securities of state and other political subdh'isions exempt 

9 from federal income tax under the Internal Revenue Code of 1954. 

1 Sec. 7. Section four hundred twenty-two point eight (422.8). 

2 Code 195-1. and the heading thereof. is amended to read as follows: 

3 "Allocation .of income. Cnder rules and regulations prescribed by 

4 the state tax commission. net income of individuals shall be 

5 allocated as follows: 

6 1. In the case of resident taxpayers. net income from the 

7 operation of a business in a state other than Iowa shall be 

8 allocated to such other state if a state income tax has been Or 

9 will be paid on sald net income to said other state and if said 

10 other state allows a similar allocation of net income from the 

11 operation of a business outside said other state. Xet income 

12 from the operation of a business. as used in this section. shall 

13 not include salaries. commissions. fee. or other remuneration for 

14 personal or professional services. 

15 2. In the case of nonresident taxpayers. if any net income 

16 is received from a business. trade. profession. or occupation 

17 carried on partly within and partly without the state of Iowa. 

18 only such portion of said net income as is fairly and equitably 

19 attributable to that part of the business. trade. profe~sion. or 

20 occupation carried on within the state of Iowa shall be allocated 

21 to Iowa; income from any property. trust. estate or other source 

22 within Iowa shall be allocated to Iowa. except that annuities. 
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23 interest on bank deposits and interest-bearing obligations, and 

24 dividends shall be allocated to Iowa only to the extent to which 

20 the Mme are derived from a busine~s, trade, profession, Or 

26 occupation carried on wit.hin the state of Iowa. 

27 Taxable intome of estates and trusts shall be allocated in 

28 the same manner. 

1 Sec. 8. Section four hundred twenty·two point ni!,e (422.9), 

2 Code 1954, and the heading thereof, is amended to read as follows: 

3 "Deductions from net income. In computing taxable income of 

4 indi\'iduals, there shall be deducted from net income the larger of 

5 the following amounts: 

6 1. An optional standard deduction of five per cent (5%) of 

7 the net income after deduction of federal income tax, not to 

8 exceed two hundred tifty dollars ($250.00). 

9 2. The total of contributions, interest, taxes, medical 

10 expense, child-care expense, losses and miscellaneous expenses 

11 deductible for federal income tax purposes under the Internal 

12 :Revenue Code of 1954, with the following adjustments: 

13 a. Subtract the deduction for Iowa income taxes. 

14 b. Add the amount of federal income taxes paid or accrued 

15 as the c,ISe may be, during the tax year. 

16 Pro\'ided, however, that where married persons, who have filed a 

17 joint federal income tax return, file separately, such total 

18 shall be divided between them according to the portion thereof 

19 paid Or accrued, as the case may be, by each; and provided further 

20 that where a taxpayer has used an optional standard deduction on 
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21 his federal return. he shall use the optional standard deduction 

22 provided for abo\·e. 

23 3. Where married persons file separately. both must use the 

24 optional standard deduction if either elects to use it. 

25 4. A taxpayer affected by section four hundred twenty·two 

26 point eight (422.8) shall. if the optional standard deduction is 

27 not used, be permitted to deduct only such portion of the total 

28 referred to in subsection two (2) above as is fairly and equitably 

29 allocable to Iowa under the rules and regulations prescribed by 

30 the state tax conunission. 

1 Sec. 9. Sections four hundred twenty-two point ten (422.10) 

2 and four· hundred twenty-two point eleven (422.11). Code 1954, are 

8 hereby repealed. 

1 Sec. 10. Section four hundred twenty-two point twelve 

2 (422.12). Code 1954. is amended by striking from subsection two 

3 (2) the phrase "head of a family" and inserting in lieu thereof 

4 the phrase "head of household"; and by striking all of said 

6 section following subsection two (2) and inserting in lieu thereof 

6 the following: 

7 "3. For each dependent, an additional seven dollars fifty 

8 cents. As used in this section. the term 'dependent' shall have 

9 the sanoe meaning as provided by the Internal Revenue Code of 

10 1964." 

11 For the purpose of this section the determination of whether 

12 an individual is malTied shall be made as of the close of his tax 

18 year unless his spouse dies during his tax year. in which case 
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14 such determination shall be made as of the date of such death. An 

15 individual legally separated from his spouse under a decree of 

16 divorce or of separate maintenance shall not be considered as • 17 married. 

1 Sec. 11. Section four hundred twenty-two point thirteen 

2 (422.13), subsection one (1), Code 1954, is amended by replacing 

3 the COmma (,) at the end of line eight (8) with a period and 

4 striking lines nine (9), ten (10) and eleven (11) . 
• 

1 Sec. 12. Section four hundred twenty-two point thirteen 

2 (422.1:1), subsection four (4), Code 1954, is amended to read as 

3 follows: A nonresident taxpayer shall file a copy of his federal 

4 income tax return for the current tax year with the return 

5 required by this section. 

1 Sec. 13. Section four hundred twenty-two point fourteen 

2 (422.14), subsection one (1), Code 1954, is amended by striking 

3 all of said subsection following the words "acts," in line five 

4 (5) and inserting in lieu thereof the following: "if the taxable 

5 income thereof amounts to six hundred dollars ($600.00) or more. 

6 A non-resident fiduciary shall fde a copy of the federal income 

7 tax return for the current tax year with the return required by 

8 this section." 

1 Sec. 14. Section four hundred twenty-two point fourteen 

2 (422.14), subsection two (2), Code 1954, is amended by striking 

3 the first sentence thereof. • 1 Sec. 15. Section four hundred twenty-two point fifteen 

2 (422.15), subsection two (2), Code 1954, is amended by striking 
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3 lines five (5) to ten (10), both inclusive, and inserting in lieu 

4 thereof the following: "net income and capital gains (or losses) 

5 reported on the federal partnership return, the names and 

6 addresses of the partners, and their respective shares in said 

7 amounts.". 

1 Sec. 16. Section four hundred twenty-two point fifteen 

2 (422.15), subsection three (3), Code 1954, is amended by striking 

3 all of the first sentence after the word "return" in line four 

4 (4) and inserting in lieu thereof the following: "the taxable 

5 income. the names and addresses of the beneficiaries, and the 

6 amounts distributed or distributable to each as reported on the 

7 federal fiduciary income tax return.". 

1 Sec. 17. Section four hundred twenty-two point twenty 

2 (422.20), Code 1954, is repealed. 

1 S~. 18. Section fOUl' hundred twenty-two point thirty·three 

2 (422.33), Code 1954, is amended by striking from lines six (6) 

3 and seven (7) the following: "as herein defined,". 

1 Sec. 19. Section· four hundred twenty-two point thirty-five 

2 (422.35), Code 1954, and the heading thereof. is amended to read 

3 as follows: "Net income of corporation defined. The ternl 'net 

4 income' means the taxable income less the net operating loss 

5 deduction, both as computed for federal income tax purposes under 

6 the Internal Revenue Code of 1954, with the following adjustments: 

7 

8 

1. Subtract interest and dividends from federal securities. 

2. Add interest and dividends from foreign securities and 

9 from securities of state and other political subdivisions exempt 
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10 from federal income tax under the Internal Revenue Code of 1954. 

11 Provided, however. that a corporation affected by the 

12 allocation proYisions of section four hundred twenty-two point 

1:; thirty-three (422.33) shall be permitted to deduct only such 

11 portion of the net operating loss deduction a, is fairly and 

15 equitably allocable to Iowa, under rule, and regulations 

16 pre.,;cnbed by the state tax commission. 

1 Se<:.20. Section four hundred twenty-two point thirty-six 

2 (422.:\6), Code 1954. is amended by adding a new subsection as 

3 follow.: 

4 "1. Foreign corporations shall tile a COpy of their federal 

5 income tax return for the current tax year with the return 

6 required by this section.". 

1 Sec. 21. This Act shall be used as a basis for computing 

2 income tIL'" for all tax years commencing after December 31. '1954. 

1 Sec. 22. If any provision of this Act or the application 

2 thereof to any taxpayer shall be invalid, such invalidity shall 

3 not alTect the provisions or application of this Act which can 

4 be given effect witn the invalid provisions or application, and 

5 to this end the pro\'isions of the Act are declared severable. 

1 Sec. 23. This Act being deemed of immediate importance 

2 shall take effeet and be in force from and after its passage and 

3 pUblication in the Sioux City Jou'rnal-Tribune, a newspaper published 

4 in Sioux City, Iowa. and in the Anthon Herald. a newspaper published 

5 in Anthon, Iowa. 
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EXPLANATlOX OF H. F. 225 

This bill merely pro\ ide-:'! rOt the use of federal income tax dl!finllions of various 
"Nord~ and phrases ~e.~, "adjusted gcoss income", ··tax~tble in<..omtr". "dependent", 
"medical e.xpen!.c'·, nnd "head of houl>t!holJ") in determining the base to which Iow~ 
income tax rate!) and credits will be applieci. Needlesl'J tn say, this would greatly sim
plify the preparation of Iowa Income tax returns by indh"idvai.;, corporntions, estates 
a.nd trusL;.. After a taxpayer has gon~ to the troubic of preparing a federal return, with 
all of the necessary :.chcdulcs (busines", profe~Hion. f~Hn1.. capital gains, etc), he should 
not be reqUlred to ;";-0 thro:lgh L~(- ~ame trouble all oyer again t() g0t at hi::. lo'tV"3. income 
tax. 

The method of adoptin~ feder~l defimtions (as detennined under existin~ la's-the 
Internal Rc,oenue Code of 195·1) is constItutIOnally :=.ound, As long ago as 1933, the 
10w11 Supr~me COul t held that the Code of Iowa. could cross-rC!fercnce to a federal 
statute for this pm·p(H;C!. Bailard·Hussett Co. v. LonLl Eoard of Review, 216 Iowa 556 
(1933). It mig-ht be pomted out that the method of merely takmg a pel'ccntagc of the 
federal intorne tax in determining the Iowa income tax would be conatltutionall:," un
sound a~ a deleJ:t'ation of legielative powers to another body (Congress), and that is wh:,' 
such a method has not ~ proposed. 

Finally, the savings to taxpayer) in time .und ttoublc will flUd its CQuntet:"P3rt in the 
simphficli.llon !lnd spcedmg' up of processing- and audIting by the State Tax Commi.,3ion. 
It will ha.ve an effiCIent tool to work \\-ith in protectinJ;' the hfeblood of our state goy. 
ernment 
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Amend Ho:.:se r:-ll~ 225 by .uddm:r n new subsection to 
:.-ection six (G) as follows: 

";3, Where the adjusted gross income includes capital 
gains or losses, or gains or lossc:.- from property other than 
capital assets, and such gains or lo!:;ses have been detel mined 
by using a basis est.'lblishcd prior to Jnnunry 1, 1934, ~n 
adjustment may be made, under rules and regulations 
pr~~("ribe<i by the "tate tax commi3sion, to retle-ct the 
differen('e r~l5iJltm~ from the l=se of a basts of cost or 
Janu.uy 1, 1942, f!llr market value, whi(.h~ver is higher." 

Further amend House File 225. section eitht (8): 
l5ub~e<;tion two (2) by striking the period at the end of the 
word "year" in line fift«n (15), and inserting in lieu 
thereof the following. 

", adjusted hy any federal income tax refunds," 
Further amend House File 225, :)~ction nine~en (19), 

by striking all of line fourteen (1"). and inserting in lieu 
thereof the words: "portion of the deductions for net 
operating loss and federal income taxes as is fairly and", 
and by inserting after line ten (10) two new subsections as 
follows; 

"3, Where the nrt income includes capital g&lns or 
losses. or gains or losses from property other than cilpilul 
aljsets, and such gains or losses have been determined by using 
a baSIS e~tablished prior to January 1, 1934, an adjustment 
mlly 00 made, under rules and regulatlons prescribed by the 
state tax commis~ion, to reflect the difference re~ultlng from 
the use of a basis of (Xlst or January 1, 1934, fair market 
value, whichever is higher." 

"4. Subtract foo~ral mcome taxes paid or accrued, 
as the cnse may be, during the tax year, adjusted by any 
federal income tax refunds." 

Filed 
February 21, 1955. MILLER of Woodbury. 

1 Amend the title to House File 225 by striking from !tne one (1) 
2 all .. ~ter the word Act and insert in lieu thereof the followinl{: 
3 '-0 amend chapter foul' hundred twanty.two (422), Code 1951, 
4 rolatlllg to persons I income t.<l.:o.:e'S, and Income tax~l) on cOl'"porations," 

Offered and Adopted 
February 24. 1955. M II . .I .. £R of \\' ovdbury. 

• 



Amend the amendment to House F de 225 filed by Miller of 
2 WoodbulY on February 21 by inserting after the word ",,'aim!," in 
3 line ten (10) the worcs "less dcpleciation alio'Ned or 

allowable," 
S Further amend the amendment by adding after the wOld "higher " 
6 in line ten (11.» the following sentence •. Provided that the ba:.is 

"hall ~ fair mal ket ,'arne ~s of Ja!lUary 1. 19"55, lc~:. dcprccu1tlOn 
F: allvwed vr allo\\";\b:e, in the C33e of property acquired pl'iol t{) 

fI Lh:1.t date Jf u':e of a pnor basis is declared to be invalid," 
10 rUt tl.~r a:n~nd the amendment by lllsertir.g: after the word 
11 "\~Ju(::." I!. 1i!:4:! tw~nty-nine (~D) the words "less depreciation 
1:': allowed ()I :.:.:llow3t>ie," 
1.3 }o'urthcl amend the amendmenl by .adelln!; aft .. r th .. word "hiJ;her." 
lJ ;n line twenty-nine (29) the follo\\lOg- :-'f!nt<-!nte: "Pro .... ided that 
i!) the ba~i'i' shall be fair market '\ulu~ ll:> of JanuulY 1, I!)!)!), \4>1'\.-1 

I':; ,l~plf!{\ation a!10wed or allowable, in the cas~ of property 
17 ncqulI"(:!J IH lor to that date if use of a prior b~i5 is declared 
IS to be ltl\,ahd." 

Filed 
rehruary 2:3, 1955. ?'1u.u:::n of Woodbury . 
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