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A BILL FOR 
An Act relating to references to the Internal Revenue Code in 

the computation of individual and corporate income tax and 

the franchise tax. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

CPB-16?00 2/7J 



S. F. H.F. St. 

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

2 (~22.~), subsectio:: seventeen (17), Code 197~. is amended 

3 to read as follows: 

4 1 7 • "Internal Revenue Code of 19:14" :neuns t:1e In~err..u.l 

5 Revc:lue Code of 1954, as amended to and incluc:ing January 

6 i, B+it 1975. 

7 Sec. 2. Section four hundred tw8nt.y-t\VO i_)oint thir~y-two 

8 (422.3~1. subsection four (4), Code 197S, is amended to read 

9 as follows: 

10 4. "Internal Revenue Code of 1954" !'leans the Internal 

11 RevC:lue Code of 1954, as amended to and including January 

12 1, -t9'74 1975. 

13 Sec. J. Section four hundred twenty-two point sixty-one 

14 (422.51), subsection four (4), Code 1975, is amended to read 

15 as :allows: 

16 !! 
~ . "!~~~t income" means t;tc net ir:com-2 of the financial 

17 inst:i~~tiort computed in accordance with section 422.35, with 

18 Lh:: exc:cption that i:~tcrest and divide::lis from federal 

19 s::~.::;~r.i.ti•:s shall not De s~btracted and int..:rcst and Uivi<.iends 

2 0 !. rom -)V i.d0nCC?s of ind8btedness a!ld sccur i tics of ti1is s C. ate 

21 ,=;:;<.; ·:.t~j political subdivisions, exempt fro~ :2dcral income 

22 ;~a>: :1,1-.:;~r the Internal Revenue Code of 1954 ctS amended to 

23 d·:<: l:ocluJinc; January 1, -t9'fjj 197::>, s~all not be added. 

24 Sec. i.f. Sections one (1), two (2) and three (3) of thls 

25 Act ar~ effective for tax years begi11ninq on or after January 

26 1, 1g74. 

Sec. :). 1'his Act, being dGcmed of i~mediate i~~ortance 27 

28 

29 

30 

effect and ~e in force from arod after its ?Ublica-

tio:: i.n thu U!.'"0andale r~ews, a newsi_)apcr published in t;rbandale, 

Iowa, and in 

31 City, Iowa. 

32 

.)-!:·/." 
the Globe-Gaiettc, a newspaper publistted in Mason 

EXI'Li\NT;T ION 

33 This bill changes t!1e reft-~:r2nccs to the Intc=r:~al Revenue 

34 Code in the tax laws to include a!'londments to January 1, 1975, 

35 so as to ir.corporute the 1974 c:1ar.ges in the Internal Rcvenu<:::; 

-1-



• 

s. F. l!. F. .£.t. 

l Cod.o>, <1nd makes the change effective for 1974 taxes paid in 

2 1975. 

3 

4 

5 

G 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

One of the more significant federal changes which occurred 

during 1974 was the increase in the allowable deduction for 

a self-employed individual on a qualified pension plan. If 

Iowa does not incorporate this change into its l<n·l, the> olci. 

$2,500 limitation will apply for state tax purposes, while 

the new $7,500 limitation will apply for federal tax purposes. 

This difference in the allowable deduction may create 

administrative problems, since many taxpayers migl1t assume 

that Iowa permits the same deductiO:l as for federal purposes. 

In later years, when the taxpayer begins drawing on his pension 

a,1d these amounts are taxed for federal purposes, Im~a ,.all 

agilin be taxing a different base with respect to such pension 

payments. Many taxpayers might again assume that the taxable 

portion of their !Jension is the same for state as for federal 

17 purposes . 

18 Failure to adopt thase 1974 changes in the Internal Reve;~ue 

19 Couc could result in a high degree of taxpayer no~compliance 

20 bcgi;ning with their 1974 Iowa individual income tao< return 

21 filed in 1975. 
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~ ~.-_______ _ 
FISCAL NOTE 

HOUSE FILE 56 
--------

Date prepared January 20, 1975 Requested by Representative Norland. 
Prepared iP regard to H.F. 56 - An Act relating to up­

dating state income tax law. Following is the fiscal effect 
in dollars of the legislative proposal as required by Joint Rule 16. 

House File 56 will change the references to the internal 
revenue code in the tax laws to include amendments to January 
l, 1975 so as to incorporate the 1974 changes in t.i1e internal 
revenue code, and makes the change effective for 1974 taxes ?aid in 1975. 

It is not possible to make any estimate with available information at this time. 
Source: Department of Revenue 

Filed 
January 27, 1975 GE!\RY D. RANKIN 

Legislative Fiscal Director 



HOUSE FILE 56 

k'iJ ACT 

RELATING TO REFERENCES TO THE Ii/TERNAL REVENUE CODE Ill THE 

COMPUTATION OF INDIVIDUAL AND CORPORATE INCOME 'l'AX AND 

THE FRANCHISE TAX. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section four hundred twenty-two point four 

(422.4), subsection seventeen (17), Code 1975, is amended 
to read as follows: 

17. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 
1, +9'i'4 1975. 

Sec. 2. Section four hundred twenty-two point thirty-two 

(422.32), subsection four (4), Code 1975, is amended to read 
as follows: 

4. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 
1, +9'i'4 1975. 

Sec. 3. Section four hundred twenty-two point sixty-one 

(422.61), subsection four (4), Code 1975, is amended to read 
as follows: 

4. "Net income" means the net income of the financial 

institution computed in accordance with section 422.35, with 

the exception that interest and dividends from federal 

securities shall not be subtracted and interest and dividends 

from evidences of indebtedness and securities of this state 

and its political subdivisions, exempt from federal income 

tax under the Internal Revenue Code of 1954 as amended to 

and including January 1, +9+4 1975, shall not be added. 

Sec. 4. Sections one (1), two (2) and three (3) of this 

Act are effective for tax years beginning on or after January 
1, 1974. 

House File 56, P. 2 

Sec. 5. This Act, being deemed of immediate importance, 

shall t~ke effect and be in force from and after its publica­

tion in the Urbandale News, a newspaper published in Urbandale, 

Iowa, and in the Globe-Gazette, a newspaper published in Mason 
City, Iowa. 

DALE M. COCHRAN 
Speaker of the House 

ARTHUR A. NEU 
President of the Senate 

I hereby certify that this bill originated in the House and 

is known as House File 56, Sixty-sixth General Assembly. 

Approved o2/'!<f ' 1975 

ROBERT D. AAY 
Governor 

DAVID L. WRAY 
Chief Clerk of the House 
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