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l)crsonal Property Tax Replac~m~nt Sut)cnrnmiltee 

Stanuing Committees on W.1yS .:lIlU M~ .• n~ 

Final Report 

Following are the members and elected officers of the 
Subcommittee: 

Representative Dewey Goode, Chairman 
Senator Herbert Ollenburg, Vice Chairman 
Senator Quentin V. Anderson 
Senator William J. Reichardt 
Representative Joan Lipsky 
Representative D. V~ncent Mayberry 
Representative Fred Mohr!eld 
Representative Norman G. Rodgers 

Mrs. JoAnn Brown of the Legislative Service Bureau serveu 
as Subcommittee s~cretary through the month of October. 

The Subcommittee was formed to study the possibility ci 
repl3cing with other revenues all or a part of r~e personal prop~rty 

tax~s collected in Iowa. 

The Subcornmlttee began by conslderi~g the measure i~tro­

duced during the last session by Senator Reichardt, which ~oulci 

exe~pt retail merchandise inventories and livestock from ?erso~al 
property taxation, and replace the lost rev~nu~s by d gro~s recc:?ts 
ur tran~action t3X of 1/8 of 1: on sales of food pr~d~cts and :/" 0; 
1% on sales of other tangible personal property. The members re­
ceiveJ a compilation of statistics preyared by the Deyartmer.t of 
Revenue at the request of the Legislative F;scal Direct"r. Ti.e 
statistics indicated that nearly t~enty-eight m"llion dollars wOu:, 
be lost by exempting retail merchandise inventorles and live.tocK 
from personal property ta", while tne esti"'3teJ rece!pts fro," ti," 

tr3nsaccion tax as proposed would be only eleven and o~e-~alf 
mil110n dollars. 

Subcommittee members also received 3 rne~ora~du~ relut:~.· 

[0 alternaLives to personal property taxation, and a co~?ilatlc~ "f 
les;islation in othel' states exernj)ting business p€rsonalty fror. ~ ,.;.,­
Cion or reGucing the business persondl pro?erty taKe Tilese ~~:t(·r .. :~ 

were provided by the Legislative Service Bureau. 

DUling discussion, Subcommittee members agre~d t:l"l t:',e 
present personal property tax is inequitable for the followin= 
reasons: 

l. Property i. not assessee unifor~:y. 

2. The tax is a burden on the ~usi~essrnan or far~er wl:h 
"ign lnventory and slow turnover. 
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J. ProCessional persons, dnd businesses such as cutalog 
stores, pay no personal property tax. 

4. The livestock industry in Io.wa is being ;>enalized by 
taxes which are higher than similar (axes in surrounding states. 

s. Ownership of personal property 1s not necessarily 
indicative of ability to pay taxes. 

The Subcommittee invited numerous representatives of 
organizations interested in taxation to file position papers anJ 
to appeat at a hearing held November 10 in the S;>eaker's Room, 
State House, Des Moines. Since the members had previously dis­
cussed in depth the present 1nequIties of the personal proper~y 
tax structure, they requested the organizations to pro?osc work­
able alternatives to the present system. Most representativ~s 

who ap;>eared at the hearing agreed that a linge part of personal 
;>roperty taxes should be replaced. The most frequent suggestion 
was a return to what is termed 100% state income tax, with the 
additional receipts earmarked for personal property tax replace­
ment t and, if necessary, a business privilege ta~ of 14 on ad­
justed gross income. This would mean that the present state l~­

come tax rate structure would be increased fro~ 3/4 of 11 to !~ 
.~ on the first thousand dollars, from l~Z to 21. on the next t!",ou~an,. 

dollars, and so forth. 

Some memhers still prefer a type of gross receIpts tax 
as a replacement, perhaps bracketed for different types Df bu~;­

nesses, according to the average percentage of profit in cae;, t'lrc 
of business. Some members believe that it is neithe:- practic..J.:J:c 
nor desirable to eliminate and replace all of the personal proi.erty 
tax, because of the large amount of revenue it engenders. 

Unresolved problems which were discussed uy tl:~ Suhco r ·­

~lttee lociude the reduction of the tax hase for b0nciin~ pur~o~~~ 

:. f personal property is e)\ee!.pted fro:n taxation, a~d 3 r-,02~!,O<..l t('r 
dllocating replace~ent tax revenues back to local governmenta~ 

units. 

The Subcommittee has asked for further research to he 
conducted by the Legislative Fiscal Director and the Legislat,ve 
Service Bureau, to determine the revenues which youl~ be ootal~eJ 

:)y a change in che state income tax rate structure, ~nd to exrior~ 
the techniques of ~orth Dakota's new tax law and its applicabilIty 
to tile Iowa situdtion. 

The Subcommittee ?lans to hold at l~ast one ~ore me~~J~ 

b0forc the 1970 legislative session. whe~ t~~ reGue~tc~ rcsc~r(I' 

! s COin p 1 e t " d, and Ii 0" e full y t 0 de vel 0 ~ 1 n b 1 11 f" r IT: O:l" "r :n () r ~ 
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alt~rnatives to the present personal property tax structure tor 
consideration by the General Assembly. 

Reference materials submitted to the Subcommittee, and 
minutes of all Subcommittee meetings, are available in the Le~is­

lative Service Bureau office. 

Representative Joan Lipsky requests that she be recorded 
as believing that it is not possible or expedient to repeal personal 
property taxes, but that inequities in the tax should be corrected 
so that businesses which do not maintain large inventories arc i~­

eluded. Bnd so that other segments of the economy do not carry an 
undue burden. 
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