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A BILL FOR 
An Act relating to the optional standard deductions for state 

income tax purposes. 

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

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

2 (422.9), Code 1962, is hereby amended by striking all of sub-

3 section one (1) and inserting in lieu thereof the following 

4 subsection: 

5 "An optional standard deduction which shall be an amount 

6 equal to ten (10) percent of the net income, or one thousand 

7 (1,000) dollars, whichever is the lesser, except that in the 

8 case of a separate return by a married person the optional 

9 standard deduction shall not exceed five hundred (500) dollars." 

1 Sec. 2. Section four hundred twenty-two point nine (422.9), 

2 Code 1962, is hereby amended by striking all of subsection two 

3 (2) after the word "each" in line seventeen (17), and inserting 

4 in lieu thereof a period (.). 

1 Sec. 3. This Act shall be effective for tax years ending on 

2 or after December 31, 1963. 

EXPLANATION OF HOUSE FILE 270 

This bill follows the policy established by the General Assembly of keeping the Iowa 
income tax law consistent with the federal income tax law wherever possible. 

The Iowa optional standard deduction is now 5 percent or $250. The federal optional 
standard deduction is 10 percent or $1,000. An Iowa taxpayer who uses the optional 
standard deduction on his federal return must also use it on his Iowa return. 

This situation causes much confusion and resentment. Often a taxpayer uses the 
optional standard deduction on his federal return, files the federal return, and then dis· 
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covers that he would save money by itemizing his deductions on his Iowa return, but 
cannot do so under the present Iowa law. 

However, the present Iowa optional standard deduction is in addition to the Iowa 
deduction for federal income tax. The federal optional standard deduction is a sub
stitute for the federal deduction for state income taxes and all other itemized deduc
tions. (On Iowa returns, the taxpayer may deduct federal income taxes whether or not 
he itemizes his deductions, but he cannot deduct Iowa income tax. On federal returns 
the taxpayer may deduct Iowa income tax if he itemizes his deductions, but he cannot 
deduct federal income tax.) 

This bill greatly simplifies the Iowa law and makes it as consistent as possible with 
the federal law: 

1. It makes the Iowa optional standard deduction identical with the federal optional 
standard deduction. 

2. It changes the Iowa optional standard deduction so that it will include the deduc
tion for federal income tax, rather than being in addition to the deduction for federal 
income tax as at present. (The taxpayer who wants to itemize his deduction, including 
the deduction for federal income tax, can still do so.) 

3. It allows the taxpayer to choose between the optional standard deduction and 
itemizing his deductions, just as he can do on his federal return. (Because of the dif
ferent treatment of state and federal income taxes on Iowa and federal returns, it may 
be wise for the taxpayer to take the optional standard deduction on one return and 
itemize his deductions on the other.) 

This bill liberalizes the Iowa law, but at the same time it tightens the law by elimi
nating the double deduction (optional standard plus federal income tax) which now 
exists. Therefore it will have no important effect on tax revenue. 

A study by a state tax commission staff member shows that this bill will not cause 
any significant revenue loss, and may cause a small increase in revenue. 


