
FINAL REPORT 

TAXATION SUBCOMMITTEE 
OF THE 

STANDING COMMITTEES ON WAYS AND MEANS 

December 17~ 1974 

The Taxat~on Subcommittee was Established 111 1974 with tile 

following membership: 

Sl:;:uator Roge.r J. Shaff 
Senator WarreD E~ Curtis 
Senator Joan Or,r. 
Senator Norman Rodgers 
Senator Forrest V. Schwengel. 
Representative Norman Roorda 
Representnti.ve Norman P. Dun1np 
Representative Sonja Egenes 
Representative Emil J. Husak 
Representative Jay M~nnenga 

At the first rne@tinR on July lit 1974, Senatc)r Slluff wa~ 
elected Chairman and Representative Roorda Vice Cllairma~ of t~e 

Subcommittee. The Subcommittee reviewed the Resolutions whitl) were 
assigned to it by the Legis18t~ve Council for possible study, 
including HCR 114 relating to inheritance and estate tax, HCR 147 
relating to mobile homes tax, nCR 151 relating to computerized 
revenue statistics, SCR 137 relating to .tax loopboles and 0 

progressive income tax, and HeR 150' relating to the corporate 
in corne tax. 

The Subcommittee met with Dr. Marvi.n JU}.ius B)ld some of 
his associates from Iowa State Universit7~ and with Dr. GeralJ 
Barnard and his associate, Dr. Joseph A. Swanson, of ti18 ~ni­

vcrsity of Iowa, in an effort to determine what type of tax [~­

senrch is bei.ng done and what might be done to improve tile stat~'~ 
processcl3 for ma,king r8VCnu.;:! projections .. Mr. Gerold ]}. Hai,'(, tll,'11 
Deputy Direc.tor of the Dep.r ... rtment of Revenue, a]80 ~p,,)I<c~ tt') thL' 

Subcommitte~ offeri.ng assistance, and the Subcommj,ttcc r~vicw~J 
various taxation questions which were of particular intcre~t to 
members. 

On August 28 the Subcommittee held its second m~ctinB an~ 

talked with the State Comptroller, Mr. Marvin Selden, 11bollt tll~ 
concept of an economic projections committee which might be 
composed of legislative and executive members of state governrncn~, 

representatives from the universities, and rep~e~cntativ8S from 
business intere~ts. 

The Subcommittee toured the Revenue Department at tl,iB 
meeting, reviewed problems relating to mobile home taxation, and 
received the legislative recommendations of the Iowa StrlLe 
Association uf Assessors. 
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The tllirJ meeting of the Taxation Subcommittee was held on 
November 7, 1974. The Subcommittee received further suggestiona 
[rout Mr. Selden r~garding formation of an economic projcctj.ons com­
mittee for the stale, reviewed proposals submitted by the 
nSHe~sorHt association. considered a proposal by the Iowa 
federation of the Nati.onal Association of Retired Fcdc~raJ. Empl.oyees 
to exempt a portion uf civil service recir~ment benefits from tIle 
state income tux, reviewed proposals submj,tted by ttle Department uf 
Reveuue, arlJ met with Mr. Eugene F. Corrigan, Executive Director of 
tile Multistate Tax Commission) and with representatives [rom the 
Committee on State Taxation of ttle COUIICil of S~ate Chalnbers of 
Commerce who are opposed to the Multistule Tax Commission. 

Th~ finnl Subcommittee meeting was held on December 3) 
19J4. After a brie.f discussion of the. proble.ms whi{:h have 
developed in administering the Act providing property tax relief tIl 
tile elderly and disabled, Chairman Shaff indicated that he will ask 
:11e Senate Ways and Means Committee to work on these ?roblems. 

After further consultation with representat~ves of tIle 
retired federal employees association, the Subcommittee voted tu 
request that further reseach be conducted on tbe associatiun 
proposal to exempt a portion of federal civil service retirement 
benefits, in order to determine how to best correlate the exemption 
with the pr~sent exemption of Social Security retirement benefits, 
and that a bill be drafted and submitted to th~ SenatE and House 
Ways and Menna Committees without recommendation •. The bi.ll will 
utilize the Social Security age limits and a maximllm exemption 
baKed upon tll~ maximum amount of Social Security bencfj.ts. 

The Subcommittee voted ttlat the cDIlcept af an Economic 
Advisory Comm1ttc~) a~ p~oposed in the attached draft prepared by 
State Comptroller Marvin Selden, be recommended to the General 
Assembly, with the exceptions tllat the Committee include the 
ctlairmen and ranking members of the Senate and House Ways and Mean~ 
and Appropriations Committees, the Legislative Fiscal Director, and 
the State Comptroller as nonvoting participants in addition to cbe 
six proposed members~ that the Committee be a part of the 
Legislative Fisca1. Director's Qffice~ and that a two-thirds 
TIlojoxiLy voCe of the SeIlate be required to confirm tile members 
appointed by the governor. 

Acting Director of Rcvcnlle Geral.d D. Bair presented to the 
Subcommittee a review of the variou~ consideratiuns involved in 
membership in ttle Multistate Tax Commission and adoption of the 
Multistate tax Compact, and suggested that a change in the tax laws 
such as would be provi.ded by adopti.on uf the Compact sholiid he 
accumplished by direct action of the legislature ruther than by 
juining an org~nization. 

The Subcommittee voted to recommend preparation and 
sub!uission to the Senate and H011~C Ways and Means Committees of all 
of the legi~lative P~opc)8uls ~ubmilted by the Department of 
Revenue, and tCl r~que5t that the Committees give first 
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consideration to the need to update the Code reference~ to tbe 
Internal Revenue Code to January 1, 1975, in order to incorporntc 
recent changes in federal law whic~ increase from $2500 to $7500 
tIle amount of private retirement plan contributions which ~ay be 
deducted. The Revenue Department proposals are generally 
administrative and probnbly noncontroversial, except for the 
revision of motor fuel tax law, whicll will be prepared more fully 
and submitted by the Department at _ l.ter dote. A copy of tbe 
complete summary of Department proposals is attached. 

The Subcommittee asked for preparation of a bill to ext~nd 

property tax relief for the eJderly or disabled to widows (Dr 
surviving spouses) at age fifty-five or over, but did not agree to 
~ecommend passage of this bill. 

In response to the presentation from 
Committee of the Iowa State Association of 
Subcommittee completed its agenda by voting 
prepar·ation and passage of bills to accomplish the 

the LegislaLl vc.~ 
Assessors) t:l~ 

to reCOn~ItleIld 

fol.1owi.ng: 

1. Move chapter 409 (Plats) to Title XIV of che Code whicl\ 
contains other county laws) and permit either the Bllditors Or the 
assessors to determine when to ordar plats made far assessment and 
ca_ation purposes. (H.F. 1368, Sixty-fifth Ceoeral Assembly, JY7~ 
Session. ) 

2. Require valuing of tax-exempt property o~ly [or 
organizations whi,ch must file to obtain the tax exemption. (S.Y. 
109, Sixty-fifth General Assembly, 1973 Session.) 

3. Repeal section" 159.11 and 159.12 which requi,-c, the 
assessor to take the U4S.D.A. Farm Crop Census Report, since 
assesSors no longer visit each farm annually to aSSeSs p~rsonul 
property. 

4. Reqtlirc full disclosure on all real estat~ trans[ers
1 

to 
facili.tate preparation of salc::s ratio Jetermin.l)tiOI1S by ttl~ 
Department of Revenue. 
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PROPOS!\\-

Section 1, Tl1erQ is created an Ecollolll'ic Advisol"Y Cornm'ittl'e of the 

stiltc, for the purpose of providing leadership end direction for studies 

and analysis in policies Vlhich uffect the economic well being of the statc. 

Section 2. Tiw Committee shall be a part of the ofFiu' of P'i&nning Dnd 

P,'oyramming of H,(' state, \~hich agency shall provide staff, administr,d;';c!', 

and the execut'ive secretary to the Committee. 

Sectio~ 3. The Committee shall be composed of six members. Three of th8 

members shall be persons who are on the faculty of a university or c01'lcgr; 

staff, and whose major field of education is economics. Three of the TllelnbeY's 

shall be persons whose occupation or position is in Industry, Business ur Labor 

in the broad field of economics. 

The members shall be appointed by the Governor and shall SC1'VC at his plcasul'c. 

Said appointments shall be confirmed by a majority of th~ Senate. 

Sect ion {,. The purpose of th is Commi ttee shall bc to C'nc0~r'i\9r, d i n;ct, c; llei 

r~view stlJdies which have or could have broad economic impact Lo the st,:te 

or to specific "reas of the·stnte. The studies may include, but not b,~ 

l'imited to such specifics as marketing of state (J.gricultural products, econc:liic 

impact of certain tax proposals or programs, effects of specific training or 
" 

educ<ltional pro9rams on the state's labor force, 01' effects of federal Pl'('D:2fli'; 

or directivEs on the state's economy. 



Tlw Cumllittl'c shall 1I~8et no less than qU81"terly to review any studies 

nh1de or Jnt'icipatecl to be mildr., and to develop a response to the study. 

Si)ici S"i"llli"il's and l'cspDllses v!ill be Iwdt' and IIiCl'iled to the Governor and 

to a 11 11',l~,ril101'S of the Genera 1 I\SS81I1b 1y. 

As dirt-'C'i:Qu, the COllltll'ittc0 shall pro'ride spocif'ic studies for the General 

l,s<;(~!Ilb'ly UiJ011 requc:st fl'O:ll the Pres ident of the, Senate, Speaker of the 

IiOL,SC', or cho'jtlJlOrson of either the, Senate or ilouse Ways and l1eans Conmittee 

or the Appr'opria'cions Co:mlittee. Status of said stud'ies so directed shall 

be made at l'och quarterly meeting of the Comnittee in l'iriting to the 

requesting person. 
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ADMIN I f;'l' IU\'.L'ION 

1. O·udicial Revic-w of -r_hc St:utc Bourd of Tax Rcvi0W! rrhe State 

Doard of Tax "eview ]wars ,111 taxpayer appeals of decisions 

mad0 by the Director of Rc\.Ycnuc. The Board may uphold or 

reVel~se tIle decisio~ of the Dircc·tor~ If the Director's de-

cision is upheld the taxpayer may appeal to the courts, but 

if thp LJir~cl.or' s df~ci sion is reversed by the board, he has 

nO right of appeal to tho courts. Chapter 421 of tho Code of 

lowi, S]iOU~_j be dmc'l1dced to give the Director of Hevenue thee 

Sume r.i.911t o~ appeals of decisi<)ns of the Stat.e Board of 'l\:tx 

Review as is established for other appeals under the 1974 

Administrative Procedures Act. This change would also clarify 

th0 righU; of taxpayers as to appeals of tho Board's decisions. 



CIGAHET1.'E 

I 

1. Cl_ari fy L~:.9is la ti.ve In t.en t~._ on Issuing C:;~'Jal:·et tc Permi ts to 

Business Not in Iowa: Amend certain <;r'ctions of Chapter 

98 to cl«rify the law regardin<) the issuing ~f state permit,.; 

to persons not having a plclCO o:C business iN'it,hin Iowa,. 'l'hiS 
, 

question is currently in the courts for. the interprctat5.on 

of legislative intent.. It is ~ur contention that under the 

expross languuge of the statu1:8s, a person whose distributing 

and stampin·g operations are out of Iowa does not fit the 

statutory definition of distributor and therefore cannot 

qualify for a distributor's permit. Our bill would establish 

that a person must have a "place of business" within Iowa 

to receive a cigarette tax permit. Only foreign taxpayers 

would be affecteu and they could comply by establishing a 

place of busiEess within Iowa. Administrat.ion of the tax 

woulu be enhanced by this interpretation since taxpayers 

would be morc accessible and out-of-state audits would be 

eliminated. 

2. Redefine Ciqarettc: Ar.tend Sccti.on 9B.l(l) and (2) to l'C,dc'-

fine the term "ci.garette" so that tobacco substitntc~5 or ~;yn·-

thc·tics are included <lnd so that references to federill stamps 

or tokens, which are no longer required to be atta.ched to a 

package, are deleted. Also references to ci.garette papers 

and tubes should be deleted since no tax is imposed On t'.os(' 

items and the amount of; revenue tllilt could bc collected i.s 

infirlitesimal .. 



3. 1,I.1',':.0.l"'125"J Sc,j;>ed c.i,qnrettes: Amend Section 98.32 (5) to change 

the procedures for handllng cigarettes seized because of vio­

lations, Tl1e present law requires the department to furnish 

stamps to be affixed to each package of cigarettes before 

they CBn be Bold at public auction. This has two disadvantages; 

first, the highest bid may not be Sufficient to cover the 

cost of tax stamps and, second, an odd number of tax stamps 

if fUJ:'nished by the department causes inventory and other 

record keeping problems. Also, there may be no bids and tho 

present law docs not allow for other disposition if no bids 

are received. Under this proposal, cigarettes, without stamps, 

will be sold to the highest licensed bidder. It will be left 

up to the successful bidder to affix the required stamps. 

If no bids are received, or the quantity of cigarettes to be 

sold is insufficient to warrant a sale, the cigarettes may be 

disposed of by the director. 

4. Sale and Exchange of Cigarette Stamps: Amend Section 98.8 to 

update the provisions for the sale of cigarette stamps. Nearly 

all cigarette stamps are now sold in rolls of t.hirty thousand 

(30,000) stamps and they are produced with a flap to fit 

stamping machines. It is impractical to sell p"rtial rolls or 

sheets of one hundred stamps. We would establish minimums of 

unbrokon rolls (30,000 stamps) Or bOQks of one thousand stamps. 

We also would eliminate the provision for invoicing of stamp 

purChaS0G. Time is of the essence in Shipping stamps to 

distributors "no the invoicing of the purchases is unnf~cessary, 

extra work for the department. The order blank alan,] wi. th 

t~lC reltlitt~nc(! frc)m the purch~5cr can be used dS t}l~ invoi(:c. 

· 



Finally. we would eliminate provisions for exchanging stamps 

J..D favor of only refunds on unused stamps _ Exchanging stamp~: 

1S impractical because of rolls to fit machines. Refunds for 

unused stamps and selling new stamps in unbro]cen rolls wi.ll 

aid inventory control aud o"ther record keeping ~ 



INCOME 3.'AX 
(Individual, corporution, and Franchise Taxes) 

La\~: Updat.e \:I", rc,ferellces t.c t.he) Internal Revenue Code .1.n 

Scc':ions 422.4(l7), 422.32(4), ilnd 422.61(4} of the Jowa 

Code to include amendment.s to .January I, 1975, in th" In~ern"l 

H(~ven tl(~ Code. It will be n<?c<?ssary t.o hilve this update enac!ced 

imm(~di,ately and be effective fur tax years beginning on or 

after January I, 1974, DO that the federal change relating 

to ded~ctions allowed for a qualified pension plan may be 

used for both state and federal tax purposes. Failure to 

enact. this c~ange could result in a high degree of t.axpayer 

non-compU.ance as well as tax underpayment Or overpayment 

by some taxpayers. 

2. ~laEif'i. .. ,L83islat.ivG Intent of "DeliverGd" Sales: lImand Section 

422.33 (I) by equating "deliverGd" sales with "cl.estination" 

sales. This proposal clarifies the legislative intent of the 

term "deliver.ed" accordi,1g to the interpretation llk,de by the 

Department.. This interpretation prevent.s any fOrei ~.Jn cor·-

poration fr.om escaping Iowa's tax by passing title to goods 

outside the state. 

to place the interest ratos on an equivalent p"rCGnta<]Cl with 

oth~r pr()visions of the Code pcrt~ining to s~les arId usc tax, 

income tax, IQotar vehicle [U~]. tax and the chain store tax. 

l\lso ilmend Scoc1:ion 122 .1G (11.), pilri1Cp:aph r., teo rnak", the Iowa 



law req,n-ding non-lO"jver of penalty f()r undcrpayrocnt of 

est.imatod tax consistent. \~ith the federal provisj,ons. '1'h8 

rate of penalty, however, is set at nine percent, rath0r than 

the feder"J. six percent, to be uniform wit.h our O'~her t.1X 

la\1 provi sian s . 

4. Bnable pirector to Require Wj. thholding Bond: Amend Section 

422.16 by adding a new subsection which would enable t_he 

Director to require, a bond of nonresident or temporary re:;~­

dent withholding agents. Some withholding tax is lost annually 

from such a,gents who collect. the tax from their employees 

and then fail to remit the tax to the department. The w;i.th­

holding agent is personally liable for the tax, however, if 

the agent leaves the state this liability is unenforceable. 

The types of businesses usually causing withholding problems 

are construction companies, restaurants, service groups (ta); 

preparGrs, leasing companies, window washing firms, and p1'i,))t.­

i1,g compan ies), and manufacturers. 

5. 52-53 Neek Filing Year: Authorize thc filing of an Icwa income 

tax return on a 52-53 week year, in conformity with p,t:ovi­

sions in the Internal Revenue Code, by amending Section 

422.4(5). Also establish the beginning and ending of such d 

period fOr purposes of administration as the first day of a 

month and the last day of a month. 



INHEJUThNCE TAX 

1. j\J.lo\,/ Department to Grant ~:. Inheri Cimce TilX Refund: Amend 

Section 450.94 so that the department rnay grant a elaim for 

refund. OnCe!: the current law, refunds of inheritance taxes 

can only be made through a court order, "'hich is a complicated, 

tim" consumj.ng and expensive process. Under ·this bill a claiIT' 

for refund would be made under procedures similar to that 

fo!: income tax refur.ds. If the taxpayer did not agree with 

il department redetermination, the taxpayer would have the 

right of appeal to the director and then to the courts under 

provis.ions for appeal set out in Section 450.59. 

2. Final Inheritclnce Tax Return: Amend Section 450.53 to pro­

vide for the filing Qf a final inheritance tax return. The 

preser.t finilJ. .return is apparently accepted by custom. A 

revision of tn.is customary final re"turn is contemplated s<) 

the authority for Such a return should be' defined by lal-1. The 

amendment also provides for the submiss.j.on of other document.s 

the Director may require. '!'hese might include such documents 

as copies of contracts Or death certificates. A copy of the 

federal estate tax return is also required to be filed at 

the time the final retur" is submitted. One additional chang" 

also made in ·t.his section is that a taxpayer is required to 

file a supplemental inher.itance tax return at the time thc 

taxpayer receivcs any deferred interest on which the tax was 

defer.red. Currently it is left to the Department ~o find those 

taxpayers and colJ.oct th~ tax. 



3. lJnifonni.ty of 7\p.£:raj_::.~~ __ ."Oi;!..i_~:_"t}ons an,1 '.l'ilX OW' n;-lten: Scc­

U.on 450.35 of the Code should bc amended to cllange t'le 

t~Jenty day period in whieh objections too apprai"<1ls must be 

filed to forty-five days. Thi.s section Ylou1d then conform 

to the forty-five day objection period specified in Section 

450.31 of the COde. In addition, the Iowa estate tax should 

be amended in Section 451. 6 of the Code, to milke the t<lX due 

within fifteen months ilfter the death of 'ehe decedent. Th.i.s 

would make the filing period for the estate tax uniform with 

the fifteen month filing period specified for the inhcritancQ 

tax in Section 450.6 of the Code. The estate tax is currently 

due within eighteen months of the death of the decedent as 

was the inheritance tax until 1971. 



MOTOR FUEL 

s;.omprC'henGi~p. Chilnqc~ ir. l\dmin~st.!~ation oL~otor Fuel Ti.:lX: Pro~ 

vide 0 C()luprcllcnsive bill to amend various sections of Chapter 

324 of the> Code. Nnong the revisions will be: 

1. A definition of avi<1tion 9"1801ine and procedures for <1dmi,nis­

tering tax collected on avi<1tion gasoline; 

2. Provisions to better administer and enforce the actions of 

special fuel distributo~B and brokers of fuels; 

3 _ prov,i.s i,ons for the rcpo,tin~J of receipt, dispersement, and 

inventories of fuels by refineries and max-ine or pipeline 

terminals located in this state; 

4 _ To clar.ify the procedures for excise taX rofunds and 'co 

apply a pe!1alty on such refunds erroneously claimed and 

paid; and 

5. To cla,J~ify ·the unla\'lful a.cts section so tha.t prosecutions of 

violatOJ;'s lTIiJY be carried out by county attorneys. 



PROPERTY TAX 

1. Fxtend lIudi t Period for Mi litary and Homestead Credit Clclims.: 

Amend Sections 426A.6 and 425.7(3) to extend the period 

during which the Department can audit claims for military 

service tax exemptions and for homestead tax credits to 2'; 

months from July f.irst of tht< y(Car in ,1hich the claims ",ere 

filed. This wo.uld make the audit period fOr these crCldits 

consistent with that allowed for p(Crsonal property tax cre­

dits. CurrGmtly homestead and military claims must be 

audited within one year of certification to the department 

which is usually made in January. 'rhus this amendmen·t would 

proviCe abou·t six additional months for audi tjng thEOSG cla).ms. 

This would allow a more thorough audit and 'thus improve the 

administration of the tax credits. 

2. Raise Equipment and Tool Exemption to "'ull Value: Amend Sec­

tions 427.1(16) to correct an omission in the full value 

assessment bill (S .F. 1272;. 65th G.A., 1974 Session). The 

$300 exemption for eguipmGmt and tools should be changed 

.to $1,111 sO taxpayers will not lose the value of t.his exemp­

tion as a result of a conversion to full value asscssmenLs. 

This could be accomplished administratively, but any confu­

sion can be elimin«ted by correcting the omission in thee 1m". 

3. Change Date for Notification of Ch,J.nqes in Assessment: Amend 

Section 441.23 to provide that taxpayers be notified of 11 

change in assessment by April fiftconth, ril ther tl'wn 1\pril 

first. The present date of April first is in conflict wit.h 

dates in Sections 441.28 and 441.49 wh;.ch req'lire tllat assess­

ments be completed by April fifteenth. It is a sotlrce of; 



CU]"lfU.~':,.lon r;Hllonq dS~·>·_:-:";~j()r~:::; th':ll:. r'l.()ti.fic'),L.i(,)r~:::~ must: bc; r(l.)d.c 

})cfor(~ t.h(~ aS~:;C:.;f."';lUc~rJt:::; ner:::::d to bt;a comp.lc.:J"ted. Chnngi ~)cr th{:·~ 

notific.;\1...i.on d;'l.te would coordinate the as::30SSmer":.t at'.d not.:i f'i·~ 

cati.()n dt.~ac11,i,ncs u.nd \'loul(l have little effect upon t::xt.)~~yel:'.~;. 

4. H(:2.1;:~L:.~~~~)o~g!C H~C?.:r:..t;.i!HJ J~cs~i.Eemer,lts for 0~~"2.~ .. t~~~.:.~:_~:s:: A~~·!cnd 

Section 441.45(4) to repeal the requirement ~hdt livCGtock 

b~ Toportad on ~S5eSS()r5' a~strac·ts of ass~~amen~ bl!bmitted 

to tLe Departl~e::l t; of Revenue, since t~e p,ropcrty tax on 

livostock was repealed in 1973 making such a reporting rcquil'e­

ment ob~()letc. Also, subsection 5 of Section 441.45 should 

b"" stnlck si,nce ,it refers to th,,' report in') of. property sub·" 

ject to tilx'-'t.Lon under [;ection 429.2 "'hich h'i5 been rcpcalecl. 


