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February 25, 1955. 
Ways and Means. 

Passed House, Date 

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

Passed Senate, Date ......... . 

Vote: Ayes ... ........ :-<ays 

Approved ....................................................... . 

House File 503 
By ;\HLLER of Woodbur)·. 

A BILL FOR 
An Act to amend chapter ninety-eight (98), Code 1954, 

relating to cigarettes and tobacco to enable 
the consumer to deduct the cigarette tax 
for income tax purposes. 

Be It Enacted by the General Assembly 0/ the State of Iowa: 

1 Section 1. Amend section ninety-eight point six 

2 (98.6). subsection two (2), Code 1954, by striking the 

:3 tirst sentence thereof and inserting in lieu thereof 

4 the following: 

5 "2. The liability for, and the incidence of, the 

6 taxes above provided for shall be on the consumer. Howe\·er. 

7 Ruch taxes shall be collected in advance by the commission 

8 from the person making the "tirst sale" in this state, 

9 and shall become due and payable by such person as soon as 

10 such cigarettes are subject to a tirst sale in Iowa, it 

11 being intended to make such advance collection as soon as 

12 such cigarettes are received by any per90n in Iowa for 

13 the purpose of making a 'tirst sale' of same.". 

EXPLANATIOX OF H. F. 603 

Iowa law now piIl(es the cigarette tax on the distributor. Consequently the consumer 
is not permitted to deduct such tax for Income tax purposes, even though he indirectly 
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puy:-,; it be('au~(' the (i1:-;tl"lhutm' natvraliy passe:-; It on to him in the sale price uf the 
I :j.!'}ITE"tte'5 

This bill chan~ the incidence of the tux from the di'ltributor to the (,;()n$um~r, so 
that thc con~umer can "'ct an inl:oh1P tax deduction. It also provide13 thst the tax is to 
be collected In advance by thl? Shlte- tax commission from the per<:lon making the "first 
sale", !w th!'lt the present system for (oilect:ng the- t.1X IS not di::5turbed. 

The dil;ltrlhutor is not aifectf>tl ~ause. while he l$. requIred to include the tax coi­
l"",-Le(l from the con:"ume, In hi':> !p"oss rc~ipts. h~ ('an take a deduction in an equal 
<lnl(Junt when he pay::; iHuh tAx o,'er UJ the commif;:lion. 

The Iowa cigaret~ t-1.X comes to thr~ cenL'I pt>r pack, or 30 ccnb per (·srton. For a 
smoker who I.:()n~umes a carton per w~e:k, this would amount to approximatelv $16 per 
year. If hp I~ in a 30 per ccnt Income tux bracket and ltenllzes his dedu~tions on pnge 
three: of hL5 federal rct~\! n, thl~ would g-ivc him .a tax ~avlnR"S of $4.50. Perhaps thi!;J ie 
1I()t very much, when tin\" one lndividnal is con~rned. but \,,"hen multiplied by an esti­
In:itf-{l number of 100,000 t.axpayers who Would be :dl'ed:.e<i. it comes to Q tidy ~um of 
l~:>: ~~wmg'"3 for Iowun~ 

The states of Fiorid:t, New Jersey. )lil.~silchul"I~tts and Oklahoma hnve amended their 
~aw~ In the above Llshwn to dye their cit:z('n~ an income tax savings It S~PmS proper 
[(II hwa to do :"0 too. 
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