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A BILL FOR

1 An Act relating to taxation by updating references to the

2 Internal Revenue Code for individual and corporate in-

3 come tax, franchise tax and inheritance tax, providing

A for an increase in the minimum tax, increasing the in-

5 dividual income tax credit for child and dependent care (ﬁ§
6 expenses, providing an income tax credit for an increase fﬁm

7 in gualified research expenditures in this state, reducing i

8 the rate of tax on the first thousand dollars of taxable (ﬁé
9 income for individual taxpayers, limiting the amount of =Q
10 federal income taxes deductible for purposes of determining @F\
11 Iowa income taxes, increasing medical and drug deductions,

12 increasing the exclusion for unemployment compensation,

13 providing an individual income tax credit for expenditures

14 for a solar domestic hot water system for use 1in a

15 principal residence, and making the Act retroactive.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:
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Section 1. Section 422.4, subsection 17, Code 1983, 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
3-~-35988 14, 1983.

Sec. 2. Section 422.4, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 19. a. "Solar domestic hot water system”

means a system which performs all of the following tasks for

the purpose of heating domestic hot water:

(1} Collection of sunlight and conversion to heat energy.

{(2) Transporting heat to a potable water supply.

{3) Storing heated water until it is needed for domestic
use.

(4) The system can reasonably be expected to remain in
operation for at least five years.

b. “Principal residence" means an Iowa residence and shall
be determined under principles similar to those applicable
to section 1034 of the Internal Revenue Code of 1954.

c¢. "Qualifying expenditures" means those expenditures
incurred and paid by the taxpayer during the tax year for
the original installation, including labor and material costs,
of a solar domestic hot water system. Federal, state or local
grants or subsidies do not gualify as expenditures by the
taxpayer.

Sec. 3. Section 422.5, subsection 1, Code 1983, is amended
to read as follows:

1. On the first one thousand dollars of taxable income,
or any part thereof, eme-hailf-ef-ene zero percent.

Sec. 4. Section 422.5, unnumbered paragraph 10, Code 1983,
1s amended to read as follows:

In addition to all taxes imposed under this division, there
is imposed upon every resident and nonresident, including
resident and nenresident estates and trusts, of this state

a state minimun tax for tax preference items equal Tto Ewenty-
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frve fifty percent of the state's apportioned share of the
federal minimum tax. The state's apportioned share of the
federal minimum tax is one hundred percent in the case of
a resident and in the case of a nonresident a percent equal
to the ratio of the federal minimum tax on preferences
attributable to Iowa to the federal minimum tax on all
preferences. The director shall prescribe rules for the
determination of the amount of the federal minimum tax on
preference items attributable to Iowa which shall be based
as much as equitably possible on the allocation provisions
of section 422.8, subsections 2 and 3. For purposes of this
paragraph, "federal minimum tax" means the federal minimum
tax for tax preferences computed under sections 55 to 58 of
the Internal Revenue Code of 1954 for the tax year.

Sec. 5. Section 422.6, unnumbered paragraph 1, Code 1983,
15 amended to read as follows:

The tax imposed by section 422.5 and credits for increasing

research activities granted under section 422.1C shalli apply

to and bpecome a charge against estates and trusts with respect
to thelr taxable income, and the rates shall be the same as
those applicable to individuals. The fiduciary shall be
responsible for making the return of income for the estate

or trust for which ke the fiduciary acts, whether sueh the

income ke is taxable to the estate or trust or to the
beneficlaries thereon.

Sec. 6. Section 422.7, Code 1983, is amended bv adding
the following new subsection:

NEW SUBSECTION. 17. Subtract the amount of unemployment

compensation to be included in Iewa net income for any tax

year. Add back the amount of unemployment compensation
computed under section 85 of the Internal Revenue Code of
1454, as amended up to and including December 31, 1981.

Sec. 7. Section 422.9, subsection 1, Code 1683, is amended
to read as follows:

1. An optional standard deduction of fifteen percent of
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the net income after deduction of federal income tax, not

to exceed one thousand two hundred dollars for a married

person wiho files separately, one thousand two hundred dollars
for a single person or three thousang dollars for & husband

and wife who file a joint return, a surviving spouse as defined
in secticn 2 of the Internal Revenue Code of 1954, or an
unmarried head of household as defined in the Internal Revenue

Code of 19%4. The amount of the federal income tax deducted

shall not exceed the amount as computed under subsection 2,

paragraph b.
Sec. 8. Section 422.9, subsection 2, unnumbered paragraph

1, Code 1983, is amended to read as follows:

The total of contributions, interest, taxes, medieal
expenses nonbusiness losses and miscellaneous expenses
deductible for federal income tax purposes under the Internal
Revenue Code of 1954, with the following adjustments:

Sec. 9. Section 422.9, subsection 2, paragraph b, Code
1983, is amended by striking paragraph b and inserting in
lieu thereof the following:

b. Add the amount of federal income taxes accrued for
the tax year. However, the accrued amount shall not exceed
twenty-seven thousand doilars. The amount of federal income
taxes accrued for the tax year shall not be adjusted by federal
income tax refunds or payments for prior years. Married
persons who file separately shall be limited to an accrued
federal income tax deduction not to exceed twenty-saven
thousand dollars in total for botn spouses. The amount of
the federal income tax deduction shall be divided between
each spouse by the ratio of federal adjusted gross income
of each spouse to total federal adjusted gross income of both
spouses unless they can show that another method more
accurately reflects the amount of federal income tax to be
deducted by each.

Sec. 10. Section 422.9, subsection 2, Code 1%83, is amended

by adding the following new lettered paragraph as paragraph
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a and relettering the remaining lettered paragraphs:
NEW LETTEREDC PARAGRAPH. a. For tax year 1983, add the

amount deducted for medical expenses allowed as a deduction

under section 213 of the Internal Revenue Code of 1954, as
amended up to and including December 31, 1981. For tax year
1984 and each subsequent tax year, the amount of prescription
drugs and insulin and other medical expenses as defined in
section 213 of the Internal Revenue Code of 1954 shall be
allowed to the extent that these expenses exceed three percent
of the federal adjusted gross income. However, to the extent
that the expenses less three percent of the federal adjusted
gross 1income do not exceed one hundred fifty dollars, a
deduction of one-half of health insurance premiums paid not
to exceed one hundred fifty dollars shall alsc be allowed.

Sec. 11. Chapter 422, Code 1983, is amended by inserting
after section 422.9 the following new section:

NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT.

1. The taxes imposed under this division shall be reduced

by a state tax credit for increasing research activities in
this state. For individuals, the credit shall eqgual twenty-
five percent of the state's apportioned share of the federal
credit for increasing research activities. The state's appor-
tioned share of the federal credit for increasing research
activities 1is a percent equal to the ratic of qualified re-
search expenditures in this state to total qualified research
expenditures. Where the credit for increasing research ac-
tivities for partnerships, corporations electing to have their

income taxed directly to the shareholders, estates and trusts

passes through to the individual taxpayer the provisions for

individuals apply to the amount of federal credit passed
through. Foxr purposes of this subsection, "federal credit
for increasing research activities" means the federal credit
for increasing research activities computed under section
44F of the Internal Revenue Code of 1954 not taking into

consideration the limitation on the federal credit under

e
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section 44F(g) of the Internal Revenue Code of 1954.

Any credit in excess of the tax liability less personal
exemption and child care credits provided in section 422.12
for the taxable year shall be refunded with interest computed
under section 422.25. In lieu of claiming a refund, a taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for
the followling taxable year.

2. Thne taxes imposed under this division cshall be reduced
by a state credit for expenditures incurred in the installa-
tion c¢f solar domestic hot water systems. For residents and
part-vear residents, the credit, not to exceed three hundred
dollars, shall be equal to fifteen percent c¢f the gualifying
expenditures incurred in installing a solar domestic hot water
system to be used in the individual's principal residence.
The credit cannot exceed three nundred dollars for each
principal residence. A credit shall not be allowed if the
amount of the credit is less than ten dollars. A credit is
not allowed for expenditures made after December 31, 1985.

Any credit in excess of the tax liability less personal
exemption and child care credits provided in section 422.12
for the taxable year shall be refunded with interest computed
under section 422.25. In lieu of claiming a refund, an
individual may elect to have the overpayment shown on the
taxpayer's final, completed return credited to the tax
liability for the following taxable year.

Sec. 12. Section 422.12, subsection 2, Code 1983, is
amended to read as follows:

2. A child and dependent care credit equal to £ive s5ix
percent of the qualifying employment~related expenses and
subject to the same limitations provided by section 44A of
the Internal Revenue Code of 1954.

Married taxpayers electing to file separate returns or
filing separately on a combined return must allocate the child

and dependent care credit to each spouse in the proportion

-5-
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that kis-ex-her each spouse's respective net income bears

to the total combined net income. Taxpayers affected by the
allocation provisions of section 422.8 shall be permitted

a deduction for the credit only in sweh the amount as is
fairly and equitably allocable to Iowa under rules prescribed
by the director.

Sec. 13, Section 422.32, subsection 4, Code 1983, 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
+--2982 14, 1983.

Sec. 14. Section 422.33, subsection 4, Code 1983, 1is
amended to read as follows:

4. In addition to all taxes imposed under this division,
there is imposed upon each corporation doing business within
the state a state minimum tax for tax preference equal to
twenty-£2ve fifty percent of the state's apportioned share
of the federal minimum tax. The state's apportioned share
of the federal minimum tax 1s a percent equal to the ratio
of the federal minimum tax on preferences attributable to
Iowa to the federal minimum tax on all preferences. The
director shall prescribe rules for the determination of the
amount of the federal minimum tax on preferences attributable
to Iowa which shall be based as much as equitably possible
on the allocation and apportionment provisions of subsections
2 and 3. For purposes of this subsection, "federal minimum
tax" means the federal minimum tax for tax preferences computed
under sections 55 to 58 of the Internal Revenue Code of 1954
for the tax year.

Sec. 15. Section 422.33, Code 1983, 1s amended by adding
the following new subsection:

NEW SUBSECTION. 5. The taxes imposed under this division

shall be reduced by a state tax credit for increasing research

activities in this state equal to twenty-five percent of the

state's apportioned share of the federal credit for increasing

-6~
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research activities. The state’s apportioned shaxre of the
federal credit for increasing research activities 1is a percent
equal to the ratio of gualified research expenditures in this
state to the total qualified research expenditures. For pur-
poses of this subsection, "federal credit for increasing re-
search activities" means the federal credit for increasing
research activities computed under section 44F of the Internal
Revenue Code of 19%4 not taking inte consideration the
limitation on the federal credit under section 44F{(qg} of the
Internal Revenue Code of 1954.

Any credit in excess of the tax liability for the taxable
year shall be refunded with interest computed under section
422.25%. In lileu of claiming a refund, a taxpayer may elect
to have the coverpayment shown cn its final, completed return
credited to the tax liability for the following taxable year.

Sec. 16. Section 422.60, unnumbered paragraph 2, Code
1983, is amended to read as folliows:

In addition tc all taxes imposed under this division, there
is imposed upon each financial institution doing business
within the state a state minimum tax for tax preference items
equal to twenty-five f1fty percent of the state's apportioned
share of the federal minimum tax. The state's apportioned
share of the federal minimum tax 15 a percent equal to the
ratio of the federal minimum tax on preferences attributable
to Iowa to the federal minimum tax on all preferences. The
director shall prescribe rules for the determination of the
amount of the federal minimum tax on preferences attributable
to Iowa which shall be based as much as equitably possible
on the allocation and apportionment provisions of section
422.63. For purposes of this subsection, "federal minimum
tax" means the federal minimum tax for tax preferences computed
and paild or payable under sections 5% %o 58 of the Internal
Revenue Code of 19%954r-as-amended-teo-and-ineirudrpg-Jakuary
++-~32982.,

Sec. 17. The prohibition in section 422.1i6, subsection

-7-
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11, paragraph e, on the waiver relating to reasonable cause

of the addition to tax for underpayment of the estimated tax
payable shall not apply with regard to the 1982 tax year to
farmers and fishermen who have elected not to pay estimated
taxes during the 1982 tax year and the director shall waive
the addition to tax for underpayment of the estimated tax
payable for the 1982 tax year to April 30, 1983 for reasonable
cause.

Sec. 18. sections 1, 6, and 13 are retroactive to January
1, 1982 for tax years beginning on or after January 1, 1982.
These sections shall also be applicable for tax years beginning
prior to January 1, 1982 where the Internal Revenue Code of
1954, as amended up to and including January 14, 1983, provides
for certain inclusions or exclusions in computing federal
taxable income for a tax year beginning prior to January 1,
le82.

Sec. 19. Sections 2, 3, 4, 5, 7, 8, 9, 10, 11, 1z, 14,

15, and 16 are retroactive to January 1, 1983 for tax years
beginning on or after January 1, 1983.

Sec. 20. This Act, pbeing deemed of immediate importance,
takes effect from and after its publication in The Altoona
Herald-Mitchellville Index, a newspaper published in Altoona,
Iowa, and in the Ankeny Press Citizen, a newspaper published
in Ankeny, lowa.

EXPLANATION

Sections 1 and 13 update the individual, fiduciary,
corporate, and franchise tax references to the Internal Revenue
Code of 1954, up toc and inciuding January 14, 1983, to
eliminate any potential disparities between federal and state
tax laws.

Sections 2 and 11 provide for a credit for individuals
for qualifying expenditures incurred for installation of solar
domestic hot water systems. The credit shall be an amount
egual to fifteen percent of the qualifying expenditures for

a system used in the taxXpayer's principal residence, not to

-8-
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exceed three hundred dollars. If the credit is not ail used .
during the tax vear, the excess may be refunded.

Sections 4, 14, and 16 raise the state minimum tax from
twenty-five percent to fifty percent of the federal minimum
tax for individuals, estates and trusts, corperations, and
financial institutions.

Sections 5, 11, and 15 provide for a credit against
individual, estates, trusts, and corporation Lncome taxes

for increasing research activities within the state. The

state credit is twenty-five percent of the federal credit.
If the credit is not all used during the tax year, the excess
may ke refunded.

Section 12 increases the percentage of child and depeéendent
care expenses which can be claimed as a tax credit to six
percent. The credit 1s currently five percent cof those
expenses up to a maximum o0f 52,400 for one chiid and 54,800
1f two or more children are involved.

Sections 7 and 9 limit to $27,000 the amount of federal .
income taxes deductible for purposes of determining Iowa
lncome taxes.

Section 3 reduces the taxes due on the first thousand
dollars of taxable income from one-half of one percent to
zerc percent for individual income tax filers.

Section 6 retains the federal provisions on taxing
unemployment compensation at its basis prior %o the Tax Equity
and Financial Responsibility Act of 1982.

Sections & and 10 retain medical deductions at three percent
of federal adjusted gross income. Drugs are limited to
prescription drugs and insulin beginning in 1984.

The bi1ll takes effect upon publication with certain
provisions retroactive to January 1, 1982 and other provisions
retroactive to January 1, 1983.

LsB 15745 70 .
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STATE OF IOWA Request No. B83-352
FISCAL NOTE Staff ID _ CMG

1983,

In compliance with a written request rcceived March 8, there is hereby

submitted a Fiscal Note for Senate File 386 pursuant to Joint Rule 17. Background

+ information used in developing this Fiscal Note is available from the Legislative

scal Burcau, to members of the Legislature upon request.

Senate File 386 relates to:

- various updating references to the Internal Revernue Code for individual
and corporate income tax, franchise tax and inheritance tax;

- an individual income tax credit for expenditures for a solar domestic hot
water system for use in a principle residence;

- a reduction the rate of tax on the first thousand dollars of taxable
income for individual income taxpayers;

- an increasc in the minimum tax;

- an income tax credit for an increase in qualified rescarch expenditures in
this state;

- an increase in the exclusion for unemployment compensation;

- a limiration in the amount of federal income taxes deductible for purpeses
of determining Towa income taxes;

- an increase in the medical and drug deductions;

- an increase in the individual income tax credit for child care and depen-

9 dent care expenses; and

. - a removal of the prohibition on the waver relating to reasonable cause of
the addition to tax for underpavment of the estimared tax payable for the
1982 tax vear for farmers and fishermen.

F1SCAL_EFFECT SUMMARY

Sec, 1, Updates the individual, fiduciary, corporate, and franchise tax

Sec. 13. references to the Internal Revenue Code of 1954, up to and including
January l4, 1983, to eliminate any potential disparities between
federal and state tax laws. For those provisions where estimates
can be made, using midpoints where a range is stipulated, the
following table summarizes these sections, Areas with no {iscal
effect or minimal effects are not included in the table. Totals do
not include minimal increases and decreases. NOTE: A detailed
report concerning all provisions included in the federal legislation
is available from the Legislative Fiscal Bureau.

Provision ) L Fiscal Year 1984 Fiscal Year 1985
Individual Minimum Tax 5 1.8 million $ 1.5 million

increase increase

Non-business Casualty Loss Deduction $ 1.0 million $ 1.0 million

increase inecrease

. Corporate Tax Preferences $ 1.0 million $ 1.0 million

{six provisions) increase increase




Provision Fiscal Year 1984 Fiscal Year 1985

Accelerated Cost Recovery System none willion
increase

Tnvestment Credit Reduction, Asset 5 2.2 million million
increase increase

Construction Period Interest and $ 1.5 milliion million
Taxes increase ingcrease

Withholding on Interest $ 4.7 million .5 millicon
and Dividends _Aincrease increase

SUBTOTAL, Scctions 1 and 13 $12.2 million .0 million
increase . increase

Provides for a credit for individuals for qualifying expenditures
incurred for the installation of solar domestic hot water systems.
The credit shall be an amount equal to 15 percent of the qualifying
expenditures for a system used in the taxpayer's principle resi-
dence, not to exceed $300.00. If the credit is not all used during
the tax year, the excess may be refunded. Effective retroactive to
January 1, 1983 for tax years beginning on or after January 1, 1983,
o FISCAL TMPACT: FY 1984 § 0.1 million dccrease
FY 1985 0.1 million decrease

Reduces the taxes due on the first thousand dolliars of taxable
income from one-half of one percent to zero percent for individual
income tax filers. Effective retroactive to January 1, 1983 for tax
vears beginning on or after January 1, 1983.

o FISCAL IMPACT: FY 1984 $ 7.5 million decrease

FY 1985 8.0 million decrease

Raises the state minimum tax from 25 percent to 530 percent of the
federal minimunw tax for 1nd1v1dua]§ estates, trusts, corporations,
and finesncial institutions. For all preferences, the state's
apportioned share is !00 percent for a resident and a percent ogual
to the ratio of the federal minimum tax on preferences attributable
to Towa for a non--resident and a corporation. Effective retroactive
to Janvary 1, 1983 for tax years beginning on or after January 1,
1983. .
o FISCAL IMPACT: FY 1984 $ 3.8 million increase
FY 1985 3.3 million increase

Provides for a credit against individual, estates, trusts, and
corporation income taxes for increasing research activities within
the state. The state credit is 25 percent of the federal credit,
If the credit is not all used during the tax ycar, the excess may be
refunded. Effective retroactive to January 1, 1983 for tax years
baginning on or after January 1, 1983,

o FISCAL IMPACT: FY 1984 $ 1.0 miliion decrense .

FY 1985 1.0 million decrease




Sec. 6, Retains the taxes due on taxing unemplo yment compensation at its
basis prior to the Tax Fquity and Fiscal Responsub111ty Act of 1982,

. Effective retrcactive to January 1, 1982 for tax years beginning on

or after January 1, 1982,
o FISCAL TMPACT: none

Sec., 7, Limits to 527,000 the amount of federal income taxes deductible for
Sec. 9, purposes of determining lowa income taxes. The amount ‘of taxes
actually paid/or refunds received would not be used to determine a
current year's federal tax deduction. Any federal tax payments or
refunds made or received after January 1, 1983 would not be con-
sidered when computing the Iowa federal deduction cxcept to the
extent that they reflect the 1983 federal tax liability. Effective
retroactive to January 1, 1983 for tax years beginning on or after
January 1, 1983.
o FISCAL IMPACT: FY 1984 $21.5 million increase
FY 1985 $14.0 million increase

Sec. 8, Retains medical deductions at three percent of federal adjusted
Sec. 10. gross income. Drugs are limited to prescription drugs and insulin.
Effective retroactive to January 1, 1983 for tax vears beginning on
or after January 1, 1983. _
o FISCAL IMPACT: VUndetermined reduction

can be claimed as a tax credit to six percent. The cradit is
currently five percent of those expenses up to a maximum of $2,400
. for one child and $4,800 if two or more children are involved.

See. 12. Increascs the percentage of child and dependent care cxpenses which

Effective retroactive to January 1, 1983 for tax years beginning on
or after January 1, 1983,
o FISCAL IMPACT: FY 1984 $ 0.5 million decrease
FY 1985 0.5 million decrease

Sec. 17, Removes the prohibition on the waver relating to reasonable cause of
the addition to tax and underpayment of the estimated tax pavable
for the 1982 tax year for farner§~§gg fishermen who have elected not

to pay estimated taxes during the 1982 tax year, allowing payment to

April 30, 1983 with no penalry.
o FISCAL IMPACT: FY 1984 $ 0.5 million decrease

Fiscal Year 1984 Fiscal Year 1985

SUBTOTAL, Sections 2-12, $ 15,7 million $ 7.7 millicen
14-17 N increase increase

TOTAL, ENTIRE BILL $ 27.9 miilion § 23.7 million
increase L 1ncrease

74,18, 83-352 1]
Source: Department of Revenue . -
. N e ) VJV
Fiscal Director

Legislative Fiscal Bureau
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SENATE FILE 386
-3200 fo11
enate File 386 as foliows:

??engage 1, line 9, by inserting after the word 4
vgystem" the words "which can reasonably be expectﬁ
to remain in operation for at least five years and".

2. Page 1, line 12, by stglklpg‘the word de
npransporting" and inserting in lieu thereof the wor
" tion of". _
Trg?spgggg 1, line 13, by striking the ﬁord "Storéﬁgn
and inserting in lieu thereof the words "“Storage of".

4. Page 1, by striking lines 15 and 16. 4

5. Page 1, by striking lines 20 phrough 22 an
inserting in lieu thereof the following:

ve. "Qualifying expenditures" means those .
expenditures, including labor and matgrlal costs, ,
incurred and paid by the taxpayer during the tax yea
for the original installation".

n

oI Up W

S$-3200 FILED BY DOUG RITSEMA

MARCH 9, 1983 o
ADOPTED' A8~ AHENDED. 4 3275 {f 6¥%)

SENATE FILE 386

§~-3203
1 Amend Senate File 386 as follows:
2
9 :
4
5

1. By striking page 1, line 30 through page 2,
line 14.

2. Page 6, by striking lines 12 through 29.

3. Page 7, line 21, by striking the words "&wemty-
6 f£ive fifty" and inserting in lieu thereof the word
7 "twenty-five".
8 4. Renumber sections and correct internal
9 references as are necessary in accordance with this

10 amendment.

$-3203 FILED & LOST BY JACK W. HESTER
MARCH 9, 1983 (f‘éff)




SENATE 3
MARCH 10, 1983

SENATE FILE 386

5-3204 :
1 Amend Senate File 386 as follows: .
2 1. Page 3, by striking lines 11 through 16.

3 2. Page 3, by striking lines 34 and 35.

4 3. Page 4, by striking lines 1 through 14.

5 4. Renumber sections and correct intermal

6 references as are necessary in-dccoydance, with this
7 amendment.

S-3204 FILED & LOST BY CALVIN O. HULTMAN
MARCH 9, 1983 (pcs7) JOHN W. JENSEN RAY TAYLOR
: DAVID M. READINGER DALE L. TIEDEN
ARNE WALDSTEIN ARTHUR L. GRATIAS

DOUGLAS RITSEMA

SENATE _FILE 386
3205

S_

1 Amend Senate File 386 as follows:

2 1. Page 2, by striking lines 26 through 32.
3 2. Renumber sections and correct internal

4 references as necessary in agcordince with s
S amendment. '

$-3205 FILED & LOST BY CALVIN O. HULTMAN
MARCH 9, 1983 (5 o%/ JOHN W. JENSEN DAVID READINGER
v RICHARD F. DRAKE RAY TAYLOR
DALE L. TIEDEN ARTHUR L. GRATIAS .

SENATE FILE 386
3206

S_

1 Amend Sena;e_File 386 as follows:

2 ' 1. By striking page 2, line 33 through page 3,
3 line 10.

4 2. Page 2, by striking lines 17 through 33.

5 3. Renumber sections and correct internal

6 references as are necessary in accordance with this
7 amendment.

]

S-3206 FILED BY CALVIN O. HULTMAN ,
MARCH 9, 1983 JOHN JENSEN DAVID READINGER
“JITHDRAWN (p. ¢ 75/ RICHARD F. DRAKE JACK RIFE

DOUGLAS RITSEMA RAY TAYLOR

DALE L. TIEDEN ARTHUR L. GRATIAS



’ SENATE FILE 386
: _§f3213

1‘ Amend Senate File 386 as follows:
2 1. By striking page 2, line 33 through page 3,

3 line 10.
4 2, Page 3, by striking lines 17 through 33.
5 3. Renumber sections and correct internal

6 references as are necessary_in accordance with this
7 amendment.

5~3213 FILED BY CALVIN Q. HULTMAN
MARCH 9, 1983 JOHN W. JENSEN DAVID M. READINGER
L.OST (fez%) RICHARD F. DRAKE JACK RIFE
- DOUGLAS RITSEMA RAY TAYLOR
DALE L. TIEDEN ARTHIR L. GRATIAS

SENATE FILE 386
5-3212

1 Amend Senate File 386 as follows: .
2 1. Page 1, line 10, by striking the word'"peasang“
3 and inserting in lieu thereof the word vproviding®.

§-3212 FILED & LOST BY EDGAR H. HOLDEN

O MARCH 9, 1983 (f,’is’«) ‘
~ SENATE FILE 386

$-3210

Amend Senate File 3326 as gcllows:

1. Tage 1, by striking lines 6 through 25.

2. Page 5, by striking lines 9 th;ough 26.

3. Renumber sections and correct internal ‘ -
references as are necessary in accorcance with this

ar<ndmnent.

$-3210 FILED & LOST BY EDGAR H. HOLDEN
MARCH 9, 1983 (5. 23%)

O U s W ) 1 |

SENATE FILE 386

1 Axend the amendment €-3200 to-Senate File 286 as
2 follows:

3 1. Page 1, by striking lines 5, 6, and 7 and in-
¢ serting in lieu therecf the following:

S "2. Page 1, by striking line 12."

5-3215 FILED & AD_O__ETED: BY EDGAR H. HOLDEN
MARCH 9, 1983 (4 67+/
g

U
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SENATE 6
MARCH 10, 1983

SENATE FILE 386

5-3211
-Amend Senate File 386 as fol; :
1. ¥Page 6, by inserting affer llne 6 the followlng
csction:

"Sec. 20- Section 422, 12 Cod
by adding the foilowling new SLbS“vt

NEW c’B‘:E"‘I‘*ON/- 4. An investmen
tc two percent of the value of depreci p
loceted in this state wnich gualifies for ‘f.‘-m ceral
investiment tax credit as authorized under secblon
38 of the Internal Revenue Code of 1954 and computed
under section 46 of the Intermnal Revenue Code of
1654 "

2. Page 6, by inserting after line 29 the following
secrion:

"Sec. 30. Section 422.33, Code 1983, 1s amended
by adding the following new subsection:

NEW SUESECTION. 6. A corporation may deduct from
the computed tax an investment tax credit equal to
two percent of the value of the depreciable property
located in this state which gqualifies for the federal
investment tax credit as authorized under section
38 ¢f the Internal Revenue Code of 1954 and computed
under section 46 of the Internal Revenue Code of
1e84 . "

3. ©Page 8, by inserting after line 19 the following
new section: -

"Sec. . Sections 20 and 30 are effective January
1, 1984 for tax years beginning on or after January
1, 1984."

4. Renumber sections and correct internal
references as are necessary in accordance with this
amendment.

5-3211 FILED : BY RICHARD VANDE HOEF

83, is amencded

'l[D

S R -
f) t O W
.J

MARCH 9, 1983 LEE 'W. HOLT
RULED OQUT OF ORDER(#.é?EJ FORREST V. SCHWENGELS

5=

RAY TAYLOR
JOHN W. JENSEN
JACK W. HESTER

SENATE FILE 386
3220

Amend Senate File 386 as follcws:
1. Page 1, line 9, by striking the word "all"

1
2
3 and inserting in lieu thereof the word “each'.
4

S_
MARCH 9, 1983 (Jgf‘c;s-;)

2. Page 1, line 10, by striking the word "hot".
3220 FILED & LOST BY DOUG RITSEMA

. '
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SENATE FILE 386
FISCAL NOTE

| EQUESTED BY REPRESENTATIVE DODERER

In compliance with a written request received March 9, 1983,

there is hereby submitted a Fiscal Note for Senate File 386, as
passed by the Senate pursuant to Joint Rule 17. Background infor-
mation used in developing this Fiscal Note is available from the
Legislative Fiscal Bureau, to members of the Legislature upon
request.

Senate File 386, as passed by the Senate relates to:

various updating references to the Internal Revenue Code for individual
and corporate income tax, franchise tax and inheritance tax;

an individual income tax credit for expenditures for a solar domestic hot
water system for use in a principle residence;

2 reduction in the rate of tax on the first thousand dollars of raxable
income for individual income taxpayers;

an increase in the minimum tax;

an income tax credit for an increase in qualified research expenditures in
this state;

an increase in the exclusion for unemployment compensation;

a limitation in the amount of federal income taxes deductible for purposes
of cdetermining Iowa income taxes;

an increase in the medical and drug deductionms;

an increase in the individual income tax credit for child care and depen-
dent care expenses; and

a removal of the prohibition on the waiver relating to reasonable cause of
the addition to tax for underpavment of the estimated tax payable for the
1982 tax year for farmers and fishermen.

FISCAL EFFECT SUMMARY

See. 1, Updates the individual, fiduciary, corporate, and franchise tax
Sec. 13, references to the Internal Revenue Code of 1954, up to and including
January 14, 1983, to eliminate any potential disparities betwecen
federal and state tax laws. For those provisions where estimates
can be made, using midpoints where a range is stipulated, the
following table summarizes these sections. Areas with no fiscal
effect or minimal effects are not included in the table. Totals do
not include minimal increases and decreases. NOTE: A detailed
report concerning all provisions included in the federal legislation
is available from the Legislative Fiscal Bureau.
Provision Fiscal Year 1984 Fiscal Year 1985
Individual Minimum Tax : $ 1.8 million $ 1.5 million
increase increase
Non-business Casualty Loss Deduction $ 1.0 million $ 1.0 million
increase increase
q Corporate Tax Preferences $ 1.0 million $ 1.0 million
(six pzrovisions) increase increase
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FISCAL NOTE, SENATE FILE 386
PAGE TWO

Provision Fiscal Year 1984 Fiscal Year 1985
Accelerated Cost Recovery System none $ 1.5 million
increase
Investment Credit Reduction, Asset $ 2.2 million $ 4.0 million
/increase increase
Construction Period Interest and $ 1.5 million $ 1.5 million
Taxes increase increase
Withholding on Interest $ 4,7 million $ 5.5 millien
and Dividends increase increase
SUBTOTAL, Sections 1 and 13 512.2 million $16.0 million
increase increase
Sec. 2, Provides for a credit for individuals for qualifying expenditures
Sec. 11, incurred for the installation of solar domestic hot water systems.

The credit shall be an amount equal to !5 percent of the qualifving
expenditures for a system used in the taxpayer's principle resi-
If the credit is not all used during

dence, not to excced $300.00.
the tax vear, the excess may be refunded.

Effective retroactive to

January 1, 1983 for tax vears beginning on or after January 1, 1983,
$ 0.1 million decrease
0.1 million decrease

e FISCAL IMPACT: FY 1984
FY 1985

Sec. 3. Reduces the taxes due on the first thousand dollars of raxable
income from one-half of one percent to zero percent for individual

income tax filers. Effective retroactive to January 1,

years beginning on or after January 1, 1983,
$ 7.5 million decrease
8.0 million decrease

e FISCAL IMPACT: FY 1984
FY 1985

1983 for tax

Sec. &, Rzises the state minimum tax from 25 percent to 50 percent of the

Sec. 14, federal minimum tax for individuals, estates,

Sec. 16 and financial institutions,

For all preferences,

the

trusts, corporations,
state's

apportioned share is 100 percent for a resident and a percent equal
to the ratio of the federal minimum tax on preferences attributable
to lowa for a non-resident and a corporation.
to January 1, 1983 for tax years beginning on or after January 1,

1983.

¢ FISCAL IMPACT: FY 1984
FY 1985

$ 3.8 million increase
3.3 million increase

Effective retroactive

Sec. 3, Provides for a credit against individual, estates, trusts, and

Sec. 11, corporation income taxes for increasing research activities within

Sec. 15, the state. The state credit is 25 percent of the federal credit.
If the credit is not all used during the tax vear, the excess may be

refunded. Effective retroactive to January 1,

Leginning on or after Januvary 1, 1983,
$ 1.0 million decrease
1.0 million decrease

e FISCAL IMPACT: FY 1984
FY 1985

1983 for tax years
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[ B

Sec. 7,
Sec. 9.

Sec. B,
Sec. 10.

Retains the taxes due on taxing unemployment compensation at its
basis prior to the Tax Equity and Fiscal Responsibility Act of 1982,
Effective retroactive to January 1, 1982 for tax years beginning on
or after January 1, 1982,

e FISCAL IMPACT: none

Limits to $27,000 the amount of federal income taxes deductible for
puarposes of determining Iowa income taxes. The amount of taxes
actually paid/or refunds received would not be used to determine a
current year's federal tax deduction. Any federal tax payments or
refunds made or received after January 1, 1983 would not be con-
sidered when computing the Iowa federal deduction except to the
extent that they reflect the 1983 federal tax liability. Effective
retroactive to January 1, 1983 for tax years beginning on or after
January 1, 1983.

e FISCAL IMPACT: FY 1984 $21.5 wmillion increase

FY 1985 $14.0 million increase

Retains medical deductions at three percent of federal adjusted
gross income. Drugs are limited to prescription drugs and insulin.
Effective retroactive to January 1, 1983 for tax vears beginning on
or after January 1, 1983.

e FISCAL IMPACT: Undetermined reductiom

Increases the percentage of child and dependent care expenses which
can be c¢laimed as a tax credit to six percent. The credir is
currently five percent of those expenses up to a maximum of $2,400
for one child and 54,800 if two or more children are involved.
Ef fective retroactive to January 1, 1983 for tax vears beginning on
or after January 1, 1983.

e FISCAL IMPACT: FY 1984 $ 0.5 million decrease

FY 1985 0.5 million decrease
Sec. 17. Removes the prohibition on the waiver relating to reasonable cause
of the addition to tax and underpayment of the estimated tax pavable
for the 1982 tax year for farmers and fishermen who have elected not
to pay estimated taxes during the 1982 tax year, allowing payment to
April 30, 1983 with no penalrty.
e FISCAL IMPACT: FY 1983 $ 0.5 million decrease
F.Y. 1983 F. Y. 1984 F. Y. 1985
SURTOTAL, Sections 2-12, $ 0.5 million $ 16.2 million § 7.7 million
14-17 decrease increase increase
TOTAL, S.F. 386 $ 0.5 million S 28.4 million $ 23.7 million
decrease increase increase

CE:

[ ]

r

(1574,15, 83-352, CMG)
DEPARTMENT OF REVENUE

"TLED MARCH 10, 1983 BY DENNIS PROUTY, FISCAL DIRECTOR
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Senate Filo 386

'a&"?:'m(;f_-?sﬁ o SENATE FILE é%

BY COMMITTEE ON FINANCE

(AS AMENDED AND PASSED BY THE SENATE MARCH 9, 1983)

o

Passed Senateﬁate 5-/4-83(p /772) Passed House, Date 2. [f o Eilp Fes)

Vote: Ayes Jo Nays L7 Vote: Ayes S5 Rays__ 3&
Approved L. . 2 /953 | P
Phig A wfd S A T B pangnl Rhrnene : v
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A BILL FOR ~— -

1 An Act relating to taxation by updating references to the

2 Internal Revenue Code for individual and corporate in-

3 come tax, franchise tax and inheritance tax, providing

4 for an increase in the mipimum tax, increasing the in-

5 dividual income tax credit for child and dependent care

6 expenses, providing an income tax credit for an increase

7 in qualified research expenditures in this state, reducing
8 the rate of tax on the first thousand dollars of taxable

9 income for individual taxpayers, limiting the amount of

10 federal income taxes deductible forxr purposes of detérmining
11 Iowa income taxes, increasing medical and drug deductions,
12 increasing the exclusion for unemployment compensation,
13 providing an individual income tax credit for expenditures
14 for a solar domestic hot water system for use in a
15 principal residence, and making the Act retroactive.

16 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
17 '

18 svesmseemsend = New Language
19 by the Senate
20 ‘ * = Language Stricken
21 by the Senate
22 Co c%mwuzz, ) ) fern o)
M V//;”ZW C}i‘a-“"‘/ M jM éfw Qé"’ ‘6/4/5-_? (f “’-2/)
..*Ml G
25 YLM¢Z%M ﬁahwvcad 3;ﬁ4“mwlpépéu Tmnied /55 (p.1405)
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Section 1. Section 422.4, subsection 17, Code 1983, is
amended to read as follows:

17. T"Internal Revenue Code of 1954" means the Internal
Revenue Code of 1954, as amended to and including January
37-3582 14, 1983.

Sec. 2. Section 422.4, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 19, a. "Solar domestic hot water system”

means a system which can reasonablz be exaected to remain

in oEsration for at least five vears and which performs all

of the following tasks for the purpose of heating domestic

hot water:
(1) Collection of sunlight and conversion -to heat energy.
(2) Storaae of heated water until it is needed for domestic
use.
b, "Principal residence" means an Iowa residence and shall
be determined under principles similar to those applicable
to section 1034 of the Internal Revenue Code of 1954,

¢, "Qualifying expenditures"” means those exeenditures,
including labor and material costs, incurred and Eaid bz the
taxpayer during the tax year for the oriﬂinal installation

cf a solar domestic hot water system. Federal, state or local
grants or subsidies do not qualify as expenditures by the
taxpayer.

Sec. 3. Section 422,5, subsection 1, Code 1983, is amended
to read as follows:

1. On the first one thousand dollars of taxable income,
or any part thereof, enme-khatf-ef-eme zero percent.

Sec. 4. Section 422.5, unnumbered paragraph 10, Code 1983,
is amended to read as follows:

In addition to all texes imposed under this division, there
is imposed upon every resident and nonresident, including
resident and nonresident estates and trusts, of this state
a state minimum tax for tax preference items egual to tweney-

£ive fifty percent of the state’s apportioned share of the
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federal minimum tax, The state's apportioned share of the
federal minimum tax is one hundred percent in the case of
a resident and in the case of a nonresident a percent equal
to the ratio of the federal minimum tax on preferences
attributable to Iowa to the federal minimum tax on all
preferences, The director shall ﬁrescribe rules for the
determination of the amount of the federal minimum tax on
preference items attributable to Towa which shall be based
as much as equitably possible on the allocation provisions
of section 422.8, subsections 2 and 3. For purposes cf this
paragraph, "federal minimum tax" means the federal minimum
tax for tax preferences computed under sections 55 to 58 of
the Internal Revenue Code of 1954 for the tax year.

Sec. 5. Section 422,6, unnumbered paragraph 1, Code 1983,
is amended to read as follows:

The tax imposed by section 422.5 and credits for increasing

research activities granted under section 422,10 shall apply

to and become a charge against estates and trusts with respect
to their taxable income, and the rates shall be the same as
those applicable to individuals. The fiduciary shall be
responsible for making tﬁe return of income for the estate

or trust for which ke the fiduciary acts, whether smek the

income be is taxable to the estate or trust or to the
beneficiaries thereon.

Sec. 6. Section 422.7, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. Subtract the amount of unemployment

compensation to be included in Iowa net income for any tax
year. Add back the amount of unemployment compensation
computed under section 85 of the Internal Revenue Code of
1954, as amended up to and including December 31, 1981.

Sec., 7. Section 422.9, subsection 1, Code 1983, is amended
to read as follows:

1. An optional standard deduction of fifteen percent of

the net income after deduction of federal income tax, not
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24
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27
28
29
30
31
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34
35

s.r. DB wu.r.

to exceed one thousand two hundred dollars for a married

person who files separately, one thousand two hundred dollars
for a single person or three thousand dollars for a husband

and wife who file a joint return, a surviving spouse as defined
in section 2 of the Internal Revenue Code of 1954, or an
unmarried head of household as defined in the Internal Revenue

Code of 1954, f"The amount of the federal income tax deducted

shall not exceed the amount as computed under subsection 2,

paragraph b.
Sec. 8. Section 422.9, subsection 2, unnumbered paragraph

1, Code 1983, is amended to read as follows:

The total of contributions, interest, taxes, med&iea
expenses nonbusiness losses and miscellanecus expenses
deductible for federal income tax purposes under the Internal
Revenue Code of 1954, with the following adjustments:

Sec. 9. Section 422,9, subsection 2, paragraph b, Code
1983, is amended by striking paragraph b and inserting in
lieu thereof the following:

b. Add the amount of federal income taxes accrued for
the tax year. However, the accrued amount shall not exceed
twenty~-seven thousand dollars. The amount of federal income
taxes accrued for the tax year shall not be adjusted by federal
income tax refunds or payments for prior years. Married
persons who file separately shall be limited to an accrued
federal income tax deduction not to exceed twenty-seven
thousand dollars in total for both spouses. The amount of
the federal income tax deduction shall be divided between
each spouse by the ratio of federal adjusted gross income
of each spouse to total federal adjusted gross income of both
spouses unless they can show that another method more
accurately reflects the amount of federal income tax to be
deducted by each.

Sec. 10, Section 422.,9, subsection 2, Code 1983, is amended
by adding the following new lettered paragraph as paragraph

a and relettering the remaining lettered paragraphs:

. '
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NEW LETTERED PARAGRAPH. a. For tax year 1983, add the

amount deducted for medical expenses allowed as a deduction
under section 213 of the Internal Revenue Code of 1954, as
amended up to and including December 31, 1981. For tax year

1
2
3
4
5 1984 and each subsequent tax year, the amount of prescription
6 drugs and insulin and other medical expenses as defined in
7 section 213 of the Internal Revenue Code of 1954 shall be
8 allowed to the extent that these expenses exceed three percent
9 of the federal adjusted gross income., However, to the extent
10 that the expenses less three percent of the federal adjusted
11 gross income do not exceed one hundred fifty dollars, a
12 deduction of one-half of health insurance premiums paid not
13 to exceed one hundred fifty dollars shall also be allowed.
14 Sec. 11, Chapter 422, Code 1983, is amended by inserting
15 after section 422.9 the following new section:
16 NEW SECTION, 422.10 RESEARCH ACTIVITIES CREDIT,
“ 17 1. The taxes imposed under this division shall be reduced
X

18 by a state tax credit for increasing research activities in

19 this state. For individuals, the credit shall equal twenty-
20 five percent of the state's apportioned share of the federal
21 credit for increasing research activities. The state's appor-
22 tioned share of the federal credit for increasing research
23 activities is a percent egual to the ratio of gqualified re=-
24 search expenditures in this state to total gualified research
25 expenditures. Where the credit for increasing research ac-
26 tivities for partnerships, corporations electing to have their
27 income taxed directly to the shareholders, estates and trusts
28 passes through to the individual taxpayer the provisions for
29 individuals apply to the amount of federal credit passed
30 through, For purposes of this subsection, "federal credit
31 for increasing research activities"™ means the federal credit
32 for increasing research activities computed under section
33 44F of the Internal Revenue Code of 1954 not taking into

O 34 consideration the limitation on the federal credit under

R 35 section 44F(g) of the Internal Revenue Code of 1954.

s.v. B8 w.e.
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Any credit in excess of the tax liability less personal
exemption and child care credits provided in section 422.12
for the taxable year shall be refunded with interest computed
under section 422.25. 1In lieu of claiming a refund, a taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for
the following taxable year.

2. The taxes imposed under this division shall be reduced
by a state credit for expenditures incurred in the installa-
tion of solar domestic hot water systems, For residents and
part-year residents, the credit, not to exceed three hundred
dollars, shall bhe equal to fifteen perxcent of the qualifying
expenditures incurred in installing a solar domestic hot water
system to be used in the individual's principal residence,
The credit cannot exceed three hundred dollars for each
principal residence. A credit shall not be allowed if the
amount of the credit is less than ten dollars. A credit is
not allowed for expenditures made after December 31, 1985,

Any credit in excess of the tax liability less personal
exemption and child care credits provided in section 422,12
for the taxable yvear shall be refunded with interest computed
under section 422,25, In lieu of claiming a refund, an
individual may elect to have the overpayment shown on the
taxpayer's final, completed return credited to the tax
liability for the following taxable year.

Sec. 12. Section 422,12, subsection 2, Code 1983, is
amended to read as follows:

2. A child and dependent care credit equal to fiwe six
percent of the gualifying employment-related expenses and
subject to the same limitations provided by section 44A of
the Internal Revenue Code of 1954.

Married taxpayers electing to file separate returns or
filing separately on a combined return must allocate the child
and dependent care credit to each spouse in the proportion
that his-er-her each spouse's respective net income bears

.
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to the total combined net income, Taxpayers affected by the
allocation provisions of section 422,8 shall he permitted

a deduction for the credit only in suwek the amount as is
fairly and equitably allocable to lowa under rules prescribed
by the director. '

Sec. 13. Section 422.32, subsection 4, Code 1983, 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
+y-3982 14, 1983.

Sec., 14. Section 422,33, subsection 4, Code 1983, is
amended to read as follows:

4. In addition to all taxes imposed under this division,
there is imposed upon each corporation doing business within
the state a state minimum tax for tax preference equal to
eweney~-five fifty percent of the state's apportioned share
of the federal minimum tax. The state's apportioned share
of the federal minimum tax is a percent egual to the ratio
of the federal minimum tax on preferences attributable to
Iowa to the federal minimum tax on all preferences, The
director shall prescribe rules for the determination of the
amount of the federal minimum tax on preferences attributable
to Iowa which shall be based as much as equitably possible
on the allocation and apportionment provisions of subsections
2 and 3. For purposes of this subsection, "federal minimum
tax” means the federal minimum tax for tax preferences computed
under sections 55 to 58 of the Internal Revenue Code of 1954
for the tax year.

Sec. 15. Section 422,33, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 5. The taxes imposed under this division
shall be reduced by a state tax credit for increasing research

activities in this state equal to twenty-five percent of the
state's apportioned share of the federal credit for increasing

research activities. The state's apportioned share of the
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federal credit for increasing research activities is a percent
equal to the ratio of qualified research expenditures in this
state to the total qualified research expenditures. For pur-
poses of this subsection, "federal credit for increasing re-
search activities" means the federal credit for increasing
research activities computed under section 44F of the Internal
Revenue Code of 1954 not taking into consideration the
limitation on the federal credit under section 44F(g) of the
Internal Revenue Code of 1954,

Any credit in excess of the tax liahility for the taxable
year shall be refunded with interest computed under section
422,25, In lieu of c¢laiming a refund, a taxpayer may elect
to have the overpayment shown on its final, completed return
credited to the tax liability for the following taxable year.

Sec. 16. Section 422.60, unnumbered paragraph 2, Code
1983, is amended to read as follows:

In addition to all taxes imposéd under this division, there
is imposed upon each financial institution doing business
within the state a state minimum tax for tax preference items
equal to tweney-£five fifty percent of the state's apportioned
share of the federal minimum tax. The state's apportioned
share of the federal minimum tax is a percent egual to the
ratio of the federal minimum tax on preferences attributable
to Iowa to the federal minimum tax on all preferences, The
director shall prescribe rules for the determination of the
amount of the federal minimum tax on preferences attributable
to Iowa which shall he based as much as equitably possible
on the allocation and apportionment provisions of section
422.63, For purposes of this subsection, "federal minimum
tax" means the federal minimum tax for tax preferences computed
and paid or payable under sections 55 to 58 of the Internal
Revenue Code of 1954y-as-amended-te-and-irneiuding-January
17-+583,

Sec, 17. The prohibition in section 422,16, subsection
11, paragraph e, on the waiver relating to reasonable cause
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1 of the addition to tax for underpayment of the estimated tax
2 payable shall not apply with regard to the 1982 tax year to
3 farmers and fishermen who have elected not to pay estimated
4 taxes during the 1982 tax year and the director shall waive
5 the addition to tax for underpayment of the estimated tax
6 pavable for the 1982 tax year to April 30, 1983 for reasonable
7 cause.
8 Sec. 18. Sections 1, 6, and 13 are retroactive to January
9 1, 1982 for tax years beginning on or after Januvary 1, 1982,
10 These sections shall also be applicable for tax years beginning
11 prior to January 1, 1982 where the Internal Revenue Code of
12 1954, as amended up to and including January 14, 1983, provides
13 for certain inclusions or exclusions in computing federal
14 taxable income for a tax year beginning prior to January 1,
15 1982,
70016 Sec., 19. Sections 2, 3, 4, 5, 7, 8, 9, 10, 11, 12, 14,
Wﬁi? 15, and 16 are retroactive to January 1, 1983 for tax years
18 beginning on or after January 1, 1983.
19 Sec. 20. This Act, being deemed of immediate importance,
20 takes effect from and after its publication in The Altoona
21 Herald-Mitchellville Index, a newspaper published in Altoona,
22 Towa, and in the Ankeny Press Citizen, a newspaper published
23 in Ankeny, Iowa.
24
25
¢ 26
27
28
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SENATE FILE 2386

-. H-3269
K Amend Senate File 386, as amended, passed, and
reprinted by the Senate, as follows:

1. By striking everything after the enacting
clause and inserting in lieu thereof the following:

“Section 1. Section 422.4, subsection 17, Code
1983, is amended to read as follows:

17. "Internal Revenue Code of 1954"Y means the
Internal Revenue Code of 1954, as amended to and
including January #--1982 14, 1883.

10 Sec. 2. Section 422.4, Code 1983, is amended by

11 adding the following new subsection:

12 NEW SUBSECTION. 19. a. "“Solar domestic hot water
13 system" means a system which performs all of the

14 following tasks for the purpose of heating domestic

15 hot water:

WO 0] 0V U W R

16 (1) Collecticn of sunlight and conversion to heat
17 energy.

18 (2) Transporting heat to a potable water supply.
i9 (3} Storing heated water until it is needed for
20 domestic use.

21 (4) The system can reasonably be expected to

22 remain in operation for at least five years.

23 b. "Principal residence" means an lowa residence

25 those applicable to section 1034 of the Internal
26 Revenue Code of 19%54.
27 c. "Qualifying expenditures" means those
28 expenditures incurred and paid by the taxpayer during
29 the tax year for the original installation, including
30 labor and material costs, of a solar domestic hot
31 water system. Federal, state or local grants or
32 subsidies do not qualify as expenditures by the tax-
33 payer.
34 Sec. 3. Section 422.5, unnumbered paragraph 10,
35 Code 1983, is amended to read as follows:
36 In addition to all taxes imposed under this
37 division, there is imposed upon every resident and
38 nonresident, including resident and nonresident estates
39 and trusts, of this state a state minimum tax for
40 tax preference items equal to &twenty-five fifty percent
41 of the state's apporticned share of the federal minimum
42 tax. The state's apportioned share of the federal
43 minimum tax is one hundred percent in the case of
44 a resident and in the case of a nonresident a percent
45 equal to the ratio of the federal minimum tax on
465 preferences attributable to Iowa to the federal minimum
47 tax on all preferences. The director shall prescribe
48 rules for the determination of the amount of the

F 49 federal minimum tax on preference items attributable
50 to Iowa which shall be based as much as equitably

. 24 and shall be determined under principles similar to
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possible on the allocation provisions of section

422 .8, subsections 2 and 3. For purposes of this
paragraph, "federal minimum tax" means the federal
minimum tax for tax preferences computed under sections
55 to 58 of the Internal Revenue Code of 1954 for

the tax year.

Sec. 4. Section 422.6, unnumbered paragraph 1,
Code 1983, is amended to read as follows:

The tax imposed by section 422.5 and credits for
increasing regsearch activities granted undexr section
422.10 shall apply to and become a charge against
estates and trusts with respect to their taxable
income, and the rates shall be the same as those
applicable to individuals. The fiduciary shall be
responsible for making the return of income for the
estate or trust for which he the fiduciary acts,
whether sueh the income be is taxable to the estate
or trust or to the beneficiaries thereon.

Sec. 5. Chapter 422, Code 1983, is amended by
inserting after section 422.9 the following new
section:

NEW SECTION. 422.10 RESEARCE ACTIVITIES CREDIT.

1. The taxes imposed under this division shall
be reduced by a state tax credit for increasing
research activities in this state. For individuals,
the credit shall equal twenty-five percent of the
state's apportioned share of the federal credit for
increasing research activities. The state's appor-
tioned share of the federal credit for increasing
research activities is a percent equal to the ratio
of qualified research expenditures in this state to
total qualified research expenditures. Where the
credit for increasing research activities for
partnerships, corporations electing to have its income
taxed directly to the shareholders, estates and trusts
passes through to the individual taxpayer the
provisions for individuals apply to the amount of
federal credit passed through. For purposes of this
subsection, "federal credit for increasing research
activities" means the federal credit for increasing
research activities computed under section 44F of
the Internal Revenue Code of 1954 not taking into
consideration the limitation on the federal credit
under section 44F(g) of the Internal Revenue Code
of 1954.

Any credit in excess of the tax liability less
personal exemption and child care credits provided
in section 422.12 for the taxable year shall be
refunded with interest computed under section 422.25.
In lieu of claiming a refund, a taxpayer may elect

’-l
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to have the overpayment shown on the taxpayer's final,
compieted return credited to the tax liability for
the {ollowing taxable year.

2. The taxes imposed under this division shall
be reduced by a state credit for expenditures incurred
in the installation of solar domestic hot water
systems. For residents and part-year residents, the
crecéit, not to exceed three hundred dollars, shall
be equal to fifteen percent of the qualifying
expenditures incurred in installing a solar domestic
hot water system to be used in the individual's
principal residence. The credit cannot exceed three
hundred dollars for each principal residence. A
credit shall not be allowed if the amount of the
credit is less than ten dollars. A credit is not
allowed for expenditures made after December 31, 1985.

Any credit in excess of the tax liability less
personal exemption and child care credits provided
in section 422.12 for the taxable year shall be
refunded with interest computed under section 422.25.
In lieu of claiming a refund, an individual may elect
to have the overpayment shown on the taxpayer's final,
completed return credited to the tax liability ifor
the following taxable year.

Sec. 6. Section 422.12, subsection 2, Code 1983,
is amended to read as follows:

2. A child and dependent care credit equal to
f£sve six percent of the qualifying employment-related
expenses and subject to the same limitations provided
by section 44A of the Internal Revenue Code of 1954.

Married taxpayers electing to file separate returns
or filing separately on a combined return must allocate
the child and dependent care credit to each spouse
in the proportion that his-ew-her each spouse's
respective net income bears to the total combined
net income. Taxpayers affected by the allocatiocn
provisions of section 422.8 shall be permitted a
deduction for the credit only in sueh the amount as
is fairly and equitably allocable to lowa under rules
prescribed by the director.

Sec. 7. Section 422.32, subsection 4, Code 1983,
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 #+-3982 14, 1983.

Sec. 8. Section 422.33, subsection 4, Code 1983,
is amended to read as follows:

4. In addition to all taxes imposed under this
division, there is imposed upon each corporation doling
business within the state a state minimum tax for
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tax preference equal to &wenty~five fifty percent

of the state's apportioned share of the federal minimum
tax. The state's apportioned share of the federal
mininum tax 1s a percent equal to the ratio of the
federal minimum tax on preferences attributable to
Iowa to the federal minimum tax on all preferences.
The director shall prescribe rules for the
determination of the amount of the federal minimum
tax on preferences attributable to Iowa which shall

be based as much as equitably possible on the
allocation and apportionment provisions of subsections
2 and 3. For purposes of this subsection, "federal
minimum tax" means the federal minimum tax for tax
preferences computed under sections 55 to S8 of the
Internal Revenue Code of 1954 for the tax year.

Sec. 9. Section 422.33, Code 1983, 1is amended
by adding the following new subsection:

NEW SUBSECTION. 5. The taxes imposed under this
division shall be reduced by a state tax credit for
increasing research activities in this state equal
to twenty-~five percent of the state's apportioned
share of the federal credit for increasing research
activities. The state's apportioned share of the
federal credit for increasing research activities
1s a percent equal to the ratio of qualified research
expenditures in this state to the total qualified
research expenditures. For purposes of this
subsection, "federal credit for increasing research
activities" means the federal credit for increasing
research activities computed under section 44F of
the Internal Revenue Code of 1954 not taking into
consideration the limitation on the federal credit
under section 44F(g) of the Internal Revenue Code
of 1954.

Any credit in excess of the tax liability for the
taxable year shall be refunded with interest computed
under section 422.25. In lieu of claiming a refund,
a taxpayer may elect to have the overpayment shown
on its final, completed return credited to the tax
liability for the following taxable year.

Sec. 10. Section 422.60, unnumbered paragraph
2, Code 1983, 1is amended to read as follows:

In addition to all taxes imposed under this
division, there is imposed upon each financial
institution doing business within the state a state
minimum tax for tax preference items equal to &wenty-~
f£ive fifty percent of the state's apportioned share
of the federal minimum tax. The state's apportioned
share of the federal minimum tax is a percent equal
to the ratio of the federal minimum tax on preferences
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1 attributable to Iowa to the federal minimum tax on

2 all preferences. The director shall prescribe rules

3 for the determination of the amount of the federal

4 minimum tax on preferences attributable to Iowa which

5 shall be based as much as equitably possible on the

6 allocation and apportionment provisions of section

7 422.63, For purposes of this subsection, '"federal

8 minimam tax" means the federal minimum tax for tax

9 preferences computed and paid or payable under sections

10 55 to 58 of the Internal Revenue Code of 1954;-as

11 amended-te-~and-ineluding-Janaary-1--1982.

12 Sec. 11. Sections 1 and 7 are retroactive to

13 January 1, 1982 for tax years beginning on or after

14 January 1, 1982. These sections shall also be

15 applicable for tax years beginning prior to January

16 1, 1982 where the Internal Revenue Code of 1954, as

17 amended up to and including January 14, 1983, provides

18 for certain inclusions or exclusions in computing

19 federal taxable income for a tax year beginning prior

20 to January 1, 1982,

21 Sec. 12. Sections 2, 3, 4, 5, 6, 8, 9, and 10

22- are retroactive to January 1, 1983 for tax years

23 beginning on or after January 1, 1983.

3 24 Sec. 13. This Act, being deemed of immediate
25 importance, takes effect from and after its publication
26 in The Altoona Herald-Mitchellville Index, a newspaper
27 published in Altoona, lowa, and in the Ankeny Press
28 Citizen, a newspaper published in Ankeny, Iowa."

H-3269  FILED MARCH 16, 1983 BY HUMMEL of Benton
Kot F/HZE(p 778)

SENATE FILE 386

H~3268
1 Amend Senate File 386 as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 3, line 21, by striking the word "twenty-
4 seven" and inserting in lieu thereof the word
5§ "fifteen".
6 2. Page 3, line 25, by striking the word "twenty-
7 seven" and inserting in lieu thereof the word
g "fifteen".

BY McKEAN of Jones
H~3268 FILED MARCH 16, 1983 KREWSON of Polk
et .5//?/73 (p 7928)




SENATE FILE 386
H-3263

1 Amend Senate File 386, as amended, passed, and
2 reprinted by the Senate, as follows:

3 1. By striking page 2, line 32 through page 3,
4 line 9. .

S 2. Page 3, by striking lines 16 through 32.

6 3. Renumber sections and correct internal

7 references as are necessary in accordance with this
8 amendment.

H~3263 FILED MARCH 16, 1983 BY HANSON of Delaware
Phagiip 3%%,.3<?.7¢7)

SENATE FILE 386
H-3264

1 Amend Senate File 386 as amended, passed and

2 reprinted by the Senate, as follows:

3 1. Page 2, by striking lines 25 through 31.

4 2. Renumber sections and correct internal

S references as are necessary in accordance with this
6 amendment.

H-3264 FILED MARCH 16, 1983 BY HANSON of Delaware
ot Jﬁf/ka(f'737>
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Anend Senate File 386 as amended, passed and
reprinted by the Senate, as follows:

1. Page 6, by inserting after line 5 the following
new scction:

"Sec. 20. Section 422.12, Code 1983, is amended
by adding the following new subsection:

NEW SUBSECTION. 4. An investment tax credit equal
to one percent of the value of depreciable property
located in this state which gqualifies for the federal
investment tax credit as authorized under section
38 of the Internal Revenue Code of 1954 and computed
under section 46 of the Internal Revenue Code of 1954.
The investment tax credit allowed under this subsection
shall be applicable for tax years beginning on orx
after January 1, 1985 and shall be subject to the
following limitations:

a. For the tax vear beginning on or after January
1, 1985, the maximum allowable credit shall be two
hundred fifty dollars.

b. For the tax year beginning on or after January
1, 1986, the maximum allowable credit shall be five
hurdred dollars.

c. For the tax year beginning on or aiter January
1, 1987, the maximum allowable credit shall be seven
hundred £ifty dollars.

d. For the tax year beginning on or after January
1, 1938, the maximum allowable credit shall be one
thousand dollars.

e. For the tax yeaxr beginning on or after January
1, 1989 and succeeding tax years, the allowable credit
shall be the amount allowed under this subsection.”

2. Page 7, by inserting after line 14 the following
new section:

"sec., 30. Section 422.33, Code 1983, 1s amended
by adding the following new subsection:

NEW SUBSECTION. 6. A corporation may deduct from
the computed tax an investment tax credit equal to
one percent of the value of the depreciable property
located in this state which gualifies for the federxal
investment tax credit as authorized under section
38 of the Internal Revenue Code of 1954 and computed
under section 46 of the Internal Revenue Code of 1954.
The investment tax credit allowed under this subsection
shall be applicable for tax years beginning on or
2fter January 1, 1985 and shall be subject to the
following limitations:

a. For the tax year beginning on or after January
1.1985, the maximum allowable credit shall be two

hundred fifty dollars.
b. For the tax year beginning on or aftex January

SENATE FILE 386
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1, 1986, the maximum allowable credit shall be five
hundred dollars.

c. For the tax year beginning on or after January
1, 1987, the maximum allowable credit shall be seven

hundred fifty dollars.
d. For the tax year beginning on or after January

1, 1988, the maximum allowable credit shall be cne

thousand dollars.

e. For the tax year beginning on or after January
1, 1989 and succeeding tax years, the allowable credit
shall be the amount allowed under this subsection.

The credit allowed under this subsection shall
rot exceed the taxpayer's tax liability. The credit
may be claimed only in the tax year in which the
depreciable property is acquired."

3. Page 8, line 17, by striking the word and
figqure "and 16" and inserting in lieu thereof the
word and figures "16, 20, and 30".

4. Renumber sections and correct internal
references as are necessary in accordance with this
amendment.

3270 FILED MARCH 16, 1983 BY DE GROOT of Lyon
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SENATE FILE 2386
3271

Amend Senate File 386, as amended, passed, and

2 reprinted by the Senate, as follows:

1. By striking everything after the enacting
clause and inserting in lieu thereof the following:

"Section 1. Section 422.4, subsection 17, Ccde
1983, 1s amended to read as follows:

17. M"Internal Revenue Code of 1954" means the
Internal Revenue Code of 1954, as amended to and
including January :+-1982 14, 1983.

Sec. 2. Section 422.4, Code 1983, is amended by
adding the following new subsection:

NEW SUBSECTION. 19. a. "Scolar domestic hot water
system” means a system which performs all of the
following tasks for the purpose of heating domestic
hot water:

(1) Collection of sunlight and conversion to¢ heat
energy.

(2) Transporting heat to a potable water supply.

(3) Storing heated water until it is needed for
domestic use.

(4) The system can reasonably be expected to
remain in operation for at least five years.

b. "Principal residence" means an lowa residence
and shall be determined under principles similar to
those applicable to section 1034 of the Internal
Revenue Code of 1954.

c. "Qualifying expenditures" means those
expenditurés incurred and paid by the taxpayer during
the tax year for the original installation, including
labor and material costs, of a solar domestic hot
water system. Federal, state or local grants or
subsidies do not qualify as expenditures by the tax-
payer.

Sec. 3. Section 422.5, subsections S and 6, Code
1983, are amended to read as follows:

S. On the fifth, sixth, and seventh thousand
dollars of taxable income, or any part thereof, five
four and one-half percent.

6. On the eighth and ninth thousand dollars of
taxable income, or any part thereof, six five and
cone-half percent.

Sec. 4. Section 422.5, unnumbered paragraph 10,
Code 1983, is amended to read as follows:

In addition to all taxes imposed under this
division, there is imposed upon every resident and
nonresident, 1including resident and nonresident estates
and trusts, of this state a state minimum tax fer
tax preference items equal to &weney-five fifty percent
of the state's apportioned share of the federal minimum
tax. The state's apportioned share of the federal
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minimum tax is one hundred percent in the case of

a resident and in the case of a nonresident a percent
equal to the ratio of the federal minimum tax on
preferences attributable to Iowa to the federal minimum
tax on all preferences. The director shall prescribe
rules for the determination of the amount of the
federal minimum tax on preference items attributable

to Iowa which shall be based as much as equitably
possible on the allocation provisions of section

422.8, subsections 2;and 3. For purposes of this
paragraph "federal minimum tax“ means the federal
minimum tax for tax preferences computed under sections
SS to 58 of the Internal Revenue Code of 1954 for

the tax year.

Sec. 5. Section 422.6, unnumbered paragraph 1,
Code 1983, is amended to read as follows:

The tax imposed by section 422.5 and credits for
increasing research activities granted under secticn
422.10 shall apply to and become a charge against
estates and trusts with respect to their taxable
income, and the rates shall be the same as those
applicable to individuals. The fiduciary shall be
responsible for making the return of income for the
estate or trust for which he the fiduciary acts,
whether sueh the income be 1s~taxable to the estate
or trust or to the beneficiaries thereon.

Sec. 6. Chapter 422, Code 1983, is amended by
inserting after section 422.9 the following new
section:

NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT.

1. The taxes imposed under this division shall
be reduced by a state tax credit for increasing
research activities in this state. For individuals,
the credit shall equal twenty-five percent of the
state's apportioned share of the federal credit for
increasing research activities. The state's appor-
tioned share of the federal credit for increasing
research activities is a percent equal to the ratio
of qualified research expenditures in this state to
total qualified research expenditures. Where the
credit for increasing research activities for
partnerships, corporations electing to have its income
taxed directly to the shareholders, estates and trusts
passes through to the individual taxpayer the
provisions for individuals apply to the amount of
federal credit passed through. For purposes of this
subsection, "federal credit for increasing research
activities" means the federal credit for increasing
research activities computed under section 44F of
the Internal Revenue Code of 1954 not taking into
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consideration the limitation on the federal credit
under section 44F(g) of the Internal Revenue Code
of 1954.

Any credit in excess of the tax liability less
personal exemption and child care c¢redits provided
in section 422.12 for the taxable year shall be
refunded with interest computed under section 422.25.
In lieu of claiming a refund, a taxpayer may elect

- to have the overpayment shown on the taxpayer's final,
completed return credited to the tax liability for
the following taxable year.

2. The taxes imposed under this division shall
be reduced by a state credit for expenditures incurred
in the installation of solar domestic hot water
systems. For residents and part-year residents, the
credit, not to exceed three hundred dollars, shall
be equal to fifteen percent of the qualifying
expenditures incurred in installing a solar domestic
hot water system to be used in the individual's
principal residence. The credit cannot exceed three
hundred dollars for each principal residence. A
credit shall not be allowed if the amount of the
credit is less than ten dollars. A credit is not
allowed for expenditures made after December 31, 198S.

Any credit in excess of the tax liability less
personal exemption and child care credits provided
in section 422.12 for the taxable year shall be
refunded with interest computed under section 422.25.
in lieu of claiming a refund, an individual may elect
to have the overpayment shown on the taxpayer's final,
completed return credited to the tax liability for
the following taxable year. :

Sec. 7. Section 422.9, subsection 1, Code 1983,
is amended to read as follows:

1. An optional standard deduction of fifteen
percent of the net income after deduction of federal
income tax, not to exceed one thousand two hundred
dollars for a married person who files separately,
one thousand two hundred dollars for a single person
or three thousand dellars for a husband and wife who
file a joint return, a surviving spouse as defined
in section 2 ¢of the Internal Revenue Code of 1954,
or an unmarried head of household as defined in the
Internal Revenue Code of 1954. The amount of the
federal income tax deducted shall not exceed the
amount as computed under subsection 2, paragraph b,

Sec. 8. Section 422.9, subsection 2, paragxaph
b, Code 1983, is amended by striking paragraph b and
inserting in lieu thereof the following:

b. Add the amount of federal income taxes accrued
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1 for the tax year. However, the accrued amount shall
2 not exceed fifteen thousand dollars. The amount of
3 federal income taxes accrued for the tax year shall
4 not be adjusted by federal income tax refunds or

5 payments for prior years. Married persons who file
6 separately shall be limited to an accrued federal

7 income tax deduction not to exceed fifteen thousand
8 dollars in total for both spouses. The amount of

9 the federal income tax deduction shall be divided

10 between each spouse by the ratio of federal adjusted
11 gross income of each spouse to total federal adjusted
12 gross income of both spouses unless they can show
13 that another method more accurately reflects the
14 amount of federal income tax to be deducted by each.

15 Sec. 9. Section 422.12, subsection 2, Code 1983,
16 1s amended to read as follows:
17 2. A child and dependent care credit equal to

18 £ive six percent of the qualifying employment-related
19 expenses and subject to the same limitations provided
20 by section 44A of the Internal Revenue Code of 1954.

21 Married taxpayers electing to file separate returns
22 or filing separately on a combined return must allocate
23 the child and dependent care credit to each spouse

24 1n the proportion that h:s-er-her each spouse's .
25 respective net income bears to the total combined

26 net lncome. Taxpayers affected by the allocation

27 provisions of section 422.8 shall be permitted a

28 deduction for the credit only in sdweh the amount as

29 is fairly and equitably allocable to Iowa under rules
30 prescribed by the director.

31 Sec. 10. sSection 422.32, subsection 4, Code 1983,
32 is amended to read as follows:
33 4. "Internal Revenue Code of 1954" means the

34 Internal Revenue Code of 1954, as amended to and
35 including January #--3982 14, 1983.

36 Sec. 11. Section 422.33, subsection 4, Code 1983,
37 is amended to read as follows:
38 4. In addition to all taxes imposed under this

39 division, there is imposed upon each corporation doing
40 business within the state a state minimum tax for

41 tax preference equal to &wenty-£ive fifty percent

42 of the state's apportioned share of the federal minimum
43 tax. The state's apportioned share of the federal

44 minimum tax 1s a percent equal to the ratio of the

45 federal minimum tax on preferences attributable to

46 lowa to the federal minimum tax on all preferences.

47 The director shall prescribe rules for the

48 determination of the amount of the federal minimum

49 tax on preferences attributable to Iowa which shall .
50 be based as much as equitably possible on the
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' allocation and apportionment provisions of subsections
2 and 3. For purposes of this subsection, '"federal
minimum tax" means the federal minimum tax for tax
preferences computed under sections 55 to 58 of the
Internal Revenue Code of 1954 for the tax year.
Sec. 12. Section 422.33, Code 1983, is amended
by adding the following new subsectionh:
NEW SUBSECTION. 5. The taxes imposed under this
division shall be reduced by a state tax credit for
increasing research activities in this state egqual
11 to twenty-five percent of the state's apportioned
12 share of the federal credit for increasing research
13 activities. The state's apportioned share of the
14 federal credit for increasing research activities
15 1s a percent equal to the ratio of qualified research
16 expenditures in this state to the total gqualified
17 research expenditures. For purposes of this
18 subsection, '"federal credit for increasing research
19 activities" means the federal credit for increasing
20 research activities computed under section 44F of
21 the Internal Revenue Code of 1954 not taking into
22 consideration the limitation on the federal credit
23 under section 44F(g) of the Internal Revenue Code
24 of 1954.

£ 25 Any credit in excess of the tax liability for the
26 taxable year shall be refunded with interest computed
27 under section 422.25. In lieu of claiming a refund,
28 a taxpayer may elect to have the overpayment shown
29 on its final, completed return credited to the tax
30 liability for the following taxable year.
31 Sec. 13. Section 422.60, unnumbered paragraph
32 2, Code 1983, 1s amended to read as follows:
33 In addition to all taxes imposed under this
34 division, there is imposed upon each financial
35 institution doing business within the state a state
36 minimum tax for tax preference items equal to twenty-
37 five fifty percent of the state's apportioned share
38 of the federal minimum tax. The state's apportioned
39 share of the federal minimum tax is a percent equal
40 to the ratio of the federal minimum tax on preferences
41 attributable to Iowa to the federal minimum tax on
42 all preferences. The director shall prescribe rules
43 for the determination of the amount of the federal
44 minimum tax on preferences attributable to Iowa which
45 shall be based as much as equitably possible on the
46 allocation and apportionment provisions of section
47 422.63. For purposes of this subsection, '"federal
48 minimum tax" means the federal minimum tax for tax
49 preferences computed and paid oxr payable under sections

'50 55 to 58 of the Internal Revenue Code of 1954+-as®
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amended-to-and-inetuding-January-1;-1982.

Sec. 14. Sections 1 and 10 are retroactive to
January 1, 1982 for tax years beginning on or after
Januarxy 1, 1982. These sections shall also be
applicable for tax years beginning prior to January
1, 1982 where the Internal Revenue Code of 1954, as
amended up to and including January 14, 1983, provides
for certain inclusions or exclusions in computing
federal taxable income for a tax year beginning prior
to January 1, 1982.

Sec. 15. Sections 2, 3, 4, S, 6, 7, 8, 9, 11,

12, and 13 are retroactive to January 1, 1983 for
tax years beginning on or after January 1, 1983.

Sec. 16. This Act, being deemed of immediate
importance, takes effect from and after its publication
in The Altoona Herald-Mitchellville Index, a newspaper
published in Altoona, Iowa, and in the Ankeny Press
Citizen, a newspaper published in Ankeny, Iowa."

3271 FILED MARCH 17, 1983 BY KREWSON of Polk
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Amend Senate File 386, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 2, by inserting after line 31 the following
new section:

"Sec. 30. Section 422.7, Code 1983, is amended
by adding the following new subsection:

NEW SUBSECTION. 18. 1f the taxpayer elects to
receive the benefits of sections 422.120 through
422.124, add the amount equal to the excess of the

10 amount excluded from federal gross income under section
11 911 and subpart D of part III of subchapter N of the
12 Internal Revenue Code of 195¢ over the deductions
13 which would have been properly allowable to or
14 chargeable against such amount but for the exclusion
15 of that amount from federal gross income."
16 2. Page 7, by inserting after line 33 the following
17 new sections:
18 "Sec, 31. Chapter 422, Code 1983, is amended by
19 adding sections 32 through 36 as a new division.
20 Sec. 32. NEW SECTION. 422.120 LIMITATION ON
21 TAX. Notwithstanding the amount of tax determined
22 in accordance with section 422.5, if an eligible
4 23 individual has averagable income exceeding three
. 24 thousand dellars for the computation year, then the
25 tax imposed by section 422.5 for the computation year
26 which 1s attributable to averagable income shall be
27 five times the increase in tax under that section
28 between the tax on the sum of twenty percent of the
29 averagable income plus one hundred twenty percent
30 of the average base period income and the tax on one
31 hundred twenty percent of the average base period
32 income.
33 Sec. 33. NEW SECTION. 422.121 DEFINITIONS.
34 For the purposes of this division, unless the context
35 otherwise requires:
36 1. "Averagable income" means the amount by which
37 Iowa taxable income for the computation year exceeds
38 one hundred twenty percent of average base period
39 income. In computing averagable income, taxable
40 income for the camputation year shall be reduced,
41 to the extent included in taxable income, by the
42 amount to which section 72(m) (5) of the Internal
43 Revenue Code of 1954 applies and the amounts included
44 in the income of a beneficiary of a trust under section
45 667(a) of the Internal Revenue Code of 1954.

WO ID Nk W

46 2. “Average base period income" means one-fourth
47 of the sum of the base period incomes for the base
48 period.

49 3. "Base period income" for a tax year means the

50 Iowa taxable income for that year increased, to the
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extent the amount would have been included in taxable
income, by an amount equal to the excess of the amount
excluded from federal gross income under section 911
and subpart D of part 111 of subchapter N of the
Internal Revenue Code of 1954, over the deductions
which would have been properly allocable to or
chargeable against that amount but for the exclusion
of that amount from federal gross income; and
decreased, to the extent included in taxable income,
by the amounts included in the income of a beneficiary
of a trust under section 667{a) of the Internal Revenue
Code of 19%54.

4. 'Computation year" means the tax year for which
the taxpayer chooses the benefits of this division.

5. "Base period" means the four tax years
immediately preceding the computation year.

6. '"Base period year"! means any cf the fcur tax
years immediately preceding the computation year.

7. Except as otherwise provided in this subsection,
"aligible individual” means an individual who is
subject to the tax imposed by division II of this
chapter for the computation year. An individual 1s
not an eligible individual for the computation year
1f, for any base period year, the individual and the
individual's spouse furnished less than one-~half of
the individual's support except that the individual
is an eligible individual in any of the follcwing
cases:

a. If the computation year ends after the
individual attained age twenty-~five and, during at
least four of the individual's tax years beginning
after the individual attained age twenty-one and
ending with the computation year, the individual was
not a full-time student.

b. If more than one-half of the individual's Iowsa
taxable income for the computation year is attributable
to work performed by the individual in subpstantial
part during two or more of the base period years,

c. If the individual computes the individual's
tax on the basis of joint income ¢of husband and wife
for the computation year and not more than twenty-
five percent of the aggregate Iowa net income cf the
individual and the individualis spouse for the
computation year is attributable to the individuzl.

8. Student" means, with respect tc a tax year,
an individual who during each of five calendar nonths
during the tax yvear was a full-time student at an
educational organization described in section .

170(b){1){A}{(ii) ¢f the Internal Revenue Code of 185%,
or was pursuing a full-time course of institutional

-2~
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H-

3281

Page Three

on-farm training under the supervision of an accredited
agent of such an educational organization or of a
state or a political subdivision of a state.

9. "“Net income®, "taxable income”, "tax year"
and "Internal Revenue Code of 1954" have the same
meaning as defined in section 422.4.

Sec. 34. NEW SECTION. 422.122 ELECTION. This
division applies to a tax year only at the taxpaver's
election. The election may be made or changed at
any time before the expiration of the period prescribed
for making a claim for credit or refund of the tax
imposed by division II of this chapter for the tax
year.

Sec. 35. NEW SECTION. 422.123 MARRIED TAXPAYERS.

1. For purposes of this division, the base period
income of an individual for any base period year shall
not be less than fifty percent of the base period
income which would result from combining his or her
income and deductions for that year with the greater
of the income and deductions for that year of the
individual who is his or her spouse for the computation
year or with the income and deductions for that year
of the individual who was his or her spouse for that
base period year. However, this subsection does not
apply for a base period year if, for the computation
year, the individual files with his or her spouse
a joint return for Iowa income tax purposes or files
a federal return as a surviving spouse and the
individual was not married to any other spouse for
that base period year.

2. In the case of a joint return for Iowa income
tax purposes, the three thousand dollar figure
specified in section 2 of this Act shall be applied
to the aggregate averagable income.

3. For purposes of this division, section 143(a)
of the Internal Revenue Code of 1954 applies in
determining whether an individual is married for any
tax year.

Sec. 36. NEW SECTION. 422.124 RETURN NOT MADE
IN BASE YEAR. This division applies to the tax year
even though the taxpayer electing the benefits of
this division was not reguired to make and sign an
Jowa income tax return for one or more tax years
during the base period. The average base period
income for that taxpayer shall be determined as 1if
that taxpayer had been required to make and sign an
Iowa income tax return for the tax years in the base
period."

2. Page 8, line 17, by striking the word and
figure “and 16" and inserting in lieu thereof the

3w
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1 word and figures *16, 30, 31, 32, 33, 34, 35, and
2 38",

3 4. Renumber sections and correct internal

4 references as are necessary in accordance with this
S amendment.

H~3281 FILED MARCH 17, 1983 BY COCHRAN of Webster
éiuﬁﬁ?ynwfggsawdanm Sykiézsfgf-79f)

SENATE FILE 386

H-3284

1 Amend Senate File 386 as amended, passed and
2 reprinted by the Senate, as follows:

3 1. Page 1, by striking lines 25 through 28.
4 2. Renumber sections and correct internal

> references as necessary in accordance with this
6 amendment.

BY DODERER of Johnson
H-3284 FILED MARCH 17, 1983 TABOR of Jackson
lidp Tt 3/5/7a( . 78¢)

SENATE FILE 386
H-3272

1 Amend Senate File 386 as amended, passed and

2 reprinted by the Senate, as follows:

3 1. Page 3, by striking lines 21 through 23 and
4 1nserting in lieu thereof the words "twenty-seven
5 thousand dollars. Married".

H-3272 FILED MARCH 17, 1983 BY SCHNEKLOTH of Scott
%M gb’l//y‘/_/?,_; '3/? Fre)
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SENATE FILE 386
-3286

Amend Senate File 386 as amended, passed, and
reprinted by the Senate, as follows:

1. Page 3, by striking lines 19 through 32 and
inserting in lieu thereof the following:

"b, Add the amount of federal income taxes paid
for the tax year as a result of withholding and
estimated tax payments. Also add the amount of federal
income taxes paid and additional federal income taxes
paid during the tax year for a prior year. However,
the amount of federal income taxes deducted for the
tax year shall not exceed twenty-two thousand dollars,
except that any additional taxes paid for tax years
ending prior to January 1, 1983 shall not be subject
to the twenty~-twoe thousand dollar limitation. Subtract
the amount of federal income tax refunds received
for the tax year to the extent that the federal income
tax was deducted in a previous year. Married persons
who file separately shall be limited to a federal
income tax deduction for federal income taxes paid
during the tax year not to exceed twenty-two thousand
dollars in total for both spouses. The amount of
the federal income tax deduction shall be divided
between each spouse by the ratio of federal adjusted

WOIQ!mb W

gross income of each spouse to total federal adjusted
gross income of both spouses unless they can show
that another-method moxre accurately reflects the
amount of federal income tax to be deducted by each."
RY DODERER of Johnson
H-3286 FILED MARCH 17, 198 TABOR of Jackson
daﬂW 4 Lmianiin i Tg B2 Y F sy 505

SENATE FILE 386
H-3287
1 Amend Senate File 386 as amended, passed and
2 reprinted by the Senate, as follows:
3 1. Page 3, by striking lines 26 through 32 and
4 1nserting in lieu thereof the words “thousand dollars
5 for each spouse."

BY MULLINS of Kossuth
LAGESCHULTE of Bremer
H-3287 FILED MARCH 17, 1983 CARPENTER of Polk

Kt ;//f//??(},o Foo
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SENATE FILE 386
H-3289
1l Amend H-3269 to Senate File 386, as amended,
2 passed and reprinted by the Senate, as follows:
3 1. Page 5, py adding the following new section
4 after line 11l:
5 - "Sec.: . The prohibition in section 422.16,
6 subsectlon IT, paragraph e, on the waiver relating to
7 reasonable cause of the addition to tax for under-
8 payment of the estimated tax payable shall not apply
9 with regard to the 1982 tax year to farmers and fish-

ermen who have elected not to pay estimated taxes
during the 1982 tax year and the director shall waive
the addition to tax for underpayment of the estimated
tax payable for the 1982 tax year to April 30, 1983 for
reasonable cause.

2. By renumbering as necessary.

H-3289 FILED MARCH 18, 1983 BY HALVORSON of Clayton
ADOPTED (p. 777/

Pt bt et
N WO

SENATE FILE 386
-3291

Amend the Doderer and Tabor amendment, E-3286,
to Senate File 386, as amended, passed, and reprinted
by the Senate, as follows:

1. Page 1, lines 8 and 9, by striking the words
*and additional federal income taxes paid" and
inserting in lieu thereof the words “with the federal
return or as a result of an adjustment to a federal
return",

2. Page 1, line 12, by inserting after the word
"paid" the words “with the federal return or as a
result of an adjustment to a federal return".

BY DODERER of Johnson
H-3291 .FILED MARCH 18, 1983 TABOR of Jackson
ADOPTED (p.5:/)

HOWoOIo kW o

—

SENATE FILE 386

H-3288

1 Amend H-3286 to Senate File 386 as amended, passed,

2 "and reprinted bv the Senate, as follows: )

3 1. Page 1, bv striking lines 21 through 27 and 1nsert1ng
4 in lieu thereof the words: "dollars for each spouse.

BY MULLINS of Kossuth
LAGESCHULTE of Bremer
H-3288 FILED MARCH 18, 1983 CARPENTER of Polk

LOST <p-7:7)




SENATE FILE 386

Amend Senate File 386 as follows:

1. Title page, lines 7 through 9, by striking the
words "reducing the rate of tax on the first thousand
dollars of taxable income for individual taxpayers,".

H-3307 FILED MARCH 18, 1983 BY DODERER of Johnson
ADOPTED BY UNANIMOUS CONSENT c’y. Fos)
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PAGE NINE
SENATE FILE 386

H-3290

1 Amend the amenément, H-3271, to Senate File 386 as
2 amended, passed, and reprinted by the Senate, as fol-

3 lows:

4 1. By striking page 3, line 50 through page 4, line
5 14 and inserting in lieu thereof the following:

6 “b. Add the amount of federal income taxes paid

7 for the tax year as a result of withholding and

8 estimated tax payments. Also add the amount of federal
9 income taxes paid and additional federal income taxes
10 'paid during the tax year for a prior vear. However,

11 the amount of federal income taxes deducted for the

12 tax year shall not exceed fifteen thousand dollars,
13 except that any additional taxes paid for tax years

14 ending prior to January 1, 1983 shall not be subject
15 to the fifteen thousand dollar limitation. Subtract
16 the amount of federal income tax refunds received for
17 the tax year to the extent that the federal income tax
18 was deducted in a previous year. Married persons who
19 file separately shall be limited to a federal income

20 tax deduction for federal income taxes paid during the
21 tax year not to exceed fifteen thousand dollars for

22 each spouse."”
23 2. Page 6, by inserting after line 1 the follow-
24 ing new section:
25 "Sec. __. The prohibition in section 422.16, sub-
26 section 11, paragraph e, on the waiver relating to

27 reasonable cause of the a2@dition to tax for underpay-
28 ment of the estimated tax payvable shall not apply with
29 regard to the 1982 tax vear to farmers and fishermen
30 who have elected not to pay estimated taxes during the
31 1982 tax year and the director shall waive the addition
32 to tax for underpayment of the estimated tax payable for
33 the 1982 tax year to April 30, 1983 for reasonable
34 cause.”
35 3. By renumbering as necessary.

BY KREWSON of Polk
H-3290 FILED MARCH 18, 1983 McKEAN of Jones
ADOPTED (p 755}

SENATE FILE 386
H-3294

1 Amend the Doderer and Tabor amendment, H-3286,

2 to Senate File 386, as amended, passed, and reprinted
3 by the Senate, as follows:

4 1. Page 1, line 14, by inserting after the period
5 the words "Any amount of federal taxes paid in a tax
6 year in excess of twenty-two thousand dollars may

7 be deducted in any succeeding tax year."

H~3294 VFILED MARCH 18, 1983 BY SCHROEDER of Pottawattamie
LOST (.23 )




HOUSE AMENDMENT TO SENATE FILE 386

5-3271

Amend Senate File 386 as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, by striking lines 25 through 28,

2. Page 3, by striking lines 19 through 32 and
inserting in lieu thereof the following:

"b. Add the amount of federal income taxes paid
for the tax year as a result of withholding and
estimated tax payments. Also add the amount of federal
income taxes paid with the federal return or as a
result of an adjustment to a federal return during
the tax year for a prior year. However, the amount
of federal income taxes deducted for the tax year
shall not exceed twenty-two thousand dollars, except
that any additional taxes paid with the federal return
or as a result of an adjustment to a federal return
for tax years ending prior to January 1, 1983 shall
not be subject to the twenty-two thousand dollar
limitation. Subtract the amount of federal income
tax refunds received for the tax vear to the extent
that the federal income tax was deducted in a previous
year. Married persons who file separately shall be
limited to a federal income tax deduction for federal
income taxes paid during the tax year not to exceed
twenty-two thousand dollars in total for both spouses.
The amount of the federal income tax deduction shall
be divided between each spouse by the ratio of federal
adjusted gross income of each spouse to total federal
adjusted gross income of both spouses unless they
can show that another method more accurately reflects
the amount of federal income tax to be deducted by

each."
3. Renumber sections and correct internal
references as necessary in accordance with this

amendment.
4. Title page, lines 7 through 9, by striking

the words "reducing the rate of tax on the first
rhousand dollars of taxable income for individual

27
318 taxpayers,".
§-3271 FILED RECEIVED FROM THE HOUSE p

/‘Ay—c._‘_a, M—«—(_,-/ ‘/2:7 -’?é/,/f‘; {;’v 7o 52/




SENATE 7

MARCH 28, 1983

SENATE FILE 386
FISCAL NOTE
REQUESTED BY SENATOR PALMER ‘
In compliance with a written reguest there is hereby submitted a
Fiscal Note for Amendment S-3271 to Senate File 386 pursuant to
Joint Rule 17.
Amendment S$-3271 to Senate File 386 (Senate File 386 as passed by the
liouse} makes the following changes to Senate File 386:

FY 1983 FY 1984 FY 1985
Sernate File 386 $ 0.5 M $ 28.4 M $ 23.7T M
fiscal effect: decrcase increase increase

Id

Change from Senate File 386

FY 1983 FY 1984 FY 1985
Retains ,5% tax on the
first $1,000 of taxable
income for individual in-
come tax filers,. 0 $ 7.5 M $ 8.0 M
increase increase
Charges federal deducti-
bility limit from $27,000
to $22,000; application of
provision on a cash basis
rather than accrual; priox
vears deductions are not in
the $22,000 ceiling for tax
ycars ending prior teo Jan- .
vary 1, 1983, 0 $ 14.0 M S 4.0M
. decrease increase
Total Effect of Amendments 0 $ 6.5 M S 12,0 M
—==--===  Segrease increese
Total Effect of Senate
File 386, as amended by
the House $ 0.5 M $ 21.9 M $ 35.7 M
decrease increase increase

g e Riol o

4 3

{1574.X02, 83-454, CMG)

FILED:

MARCH 25, 1983

BY LEGISLATIVE FISCAL BUREAU
DENNIS C. PROUTY, DIRECTOR
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PAGE TWO
SENATE FILE 386
AS AMENDED BY CONFERENCE COMMITTEE
FISCAL NOTE
REQUESTED RBY REPRESENTATIVE DODERER

In compliance with a written request received April 11, 1983,
there is hereby submitted a Fiscal Note for Senate File 386, as
amended by Conference Committee pursuant to Joint Rule 17. Background
information used in developing this Fiscal Note is available from the
Legislative Fiscal Bureau, to members of the Legislature upon request.

Senate File 386, as amended by Conference Committee, has the following
provisions:

FY 1983 FY 1984 FY 1985
Senate File 386 $§ 0.5 M $28.4 M 5 23.7 M
(Senate Version) decrease increase increase

g4 S 43 —=—===== _ ===

Amended Sections:

Sec. 3, S.F. 386: Reduces the taxes due on the first §1,000 of taxable
income from one-half of one percent to zero percent for individual
income tax filers.

Amendment Provision: Reduces the taxes due on the first $500 of tax-
able income from one-half of one percent to zero percent. {Changes
current law 0,5% tax bracket from $0-1,000 to $501-1,000).

FY 1983 FY 1984 FY 1985
S.F. 386 effect S 0.0 $ 7.5 M $ 8.0 M
’ decrease decrease
Amendment effect $ 0.0 $ 3.2 M $ 3.4 M
decrease decrease
Fiscal change to S.F. 386 $ 0.0 S 4.3 M $ 4.6 M
increase increase

Sec. 7, 9. S§.F. 386: Limits to $27,000 the amount of federal income
taxes deductible for purposes of determining Iowa income taxes. The
amount of taxes actually paid or refunds received would not be used to
determine a current year's federal tax deduction. Any federal tax pay-
ments or refunds made or received after January 1, 1383 would not be
considered when computing the Iowa federal deduction except to the ex-
tent that they reflect the 1983 federal tax liability.

Amendment Provision: Changes the federal deductibility limit from
$27,000 to $25,000. Application of the provision is on a cash basis
rather than an accrual. Prior year's deductions are not in the
$25,000 ceiling for tax years ending prior to January 1, 1983.

-1~
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FISCAL NOTE, SENATE FILE 386, as amended by conference committece

Page Two

S.F., 386 effect

Amendment effect

Fiscal change to S.F. 386

FISCAL SUMMARY:

Total Effect of Amendment

Total Effect of S.F. 386,
As Amended

Source: Dept. of Revenue
FILED APRIL 12, 19583

FY 1983
$ 0.0

$ 0.0

$ 0,0
FY 1983
$ 0.0

$ 0.5 M
decrease

FY 1984

$ 21.5 M
increase

$ 5.5 M
increase

$ 16,0 M
decrease

FY 1984

$ 11.7 M
decrease

$ 16.7 M

{1574.1C,

FY 1985

S 14.0 M
increase

$ 16.0 M

increase

S 2.0M
increase

FY 1985

$ 6.6 M
increase

$ 30.3 M

83-475, C

BY DENNIS PROUTY, FISCAL DIRECTOR

-~
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SENATE 24
APRIL 13, 1983

by
REPORT OF THECONFERENCE COMMITTEE
' ON SENATE FILE 386

To the President of the Senate and the Speaker ¢f the House
of Representatives:

We, the undersigned members of the conference committee
appointed to resolve the differences between the Senate and
the House of Representatives on Senate File 386, a bill for
an Act relating to taxation by updating references to the
Internal Revenue Code for individual and corporate  income
tax, franchise tax and inheritance tax, providing for an
increase in the minimum tax, increasing the individual income
tax credit for child and dependent care expenses, providing
an income tax credit for an increase in gqualified research
expenditures in this state, reducing the rate of tax on the
first thousand dollars of taxable income for individual
taxXpayers, limiting the amount of federal income taxes
deductible for purposes of determining Iowa income taxes,

O increasing medical and drug deductions, increasing the
exclusion for unemployment compensation, providing an
individual income tax credit for expenditures for a solar
domestic hot water system for use in a principal residence,

and making the Act retroactive, respectfully make[the following
report:

1. That the House recede from its amendment, S-3271, to
Senate File 386, as amended, passed, and reprinted by the
Senate.

2. That Senate File 386, as amended, passed, and reprinted
by the Senate, be amended as follows:

1. Page 1, by striking lines 25 through 28 and inserting
in lieu thereof the following:

"Sec. 3. Section 422.5, subsection 1, Code 1983, is amended

to read as follows: 7
SENATE FILE 386 - CONFERENCE COMMITTEE REPORT - PAGE 2

‘ 1. On the first emre-theusand five hundred dellars of tax-
‘ able income, or any part thereof, ene-hatf-ef-eme Zero per-

cent.
Sec. 3a. Section 422.5, Code 1983, is amended by inserting
after subsection 1 the fellowing new subsection:
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taxable income, or any part thereof, one-half of one percent."

2. Page 3, by striking lines 19 through 32 and inserting
in lieu thereof the following:

“b. Add the amount of federal income taxes paid for the
tax year as a result of withholding and estimated tax payments.
Also add the amount of federal income taxes paid with the
federal return or as a result of an adjustment to a federal
return during the tax year for a prior year. However, the
amount of federal income taxes deducted for the tax year shall
not exceed twenty-five thousand dollars, except that any
additional taxes paid with the federal return or as a result
of an adjustment to a federal return for tax years ending
prior to January 1, 1983 shall not be subject to the twenty-
five thousand deollar limitation. Subtract the amount of
federal income tax refunds received for the tax year to the
extent that the federal income tax was deducted in a pre-
vious year. Married persons who file separately shall be
limited to a federal income tax deduction for federal income
taxes paid during the tax year not to exceed twenty-five
thousand dollars in total for both spouses. The amount of
the federal income tax deduction shall be divided between .
each spouse by the ratio of federal adjusted gross income
0f each spouse to total federal adjusted gross income of both
spouses unless they can show that another method more ac-
curately reflects the amount of federal income tax to be de-
ducted by each."

3. Page 8, line 16, by inserting after the figure "3,"

the fiqure "3a,".
4. Renumber sections and correct internal references as

necessary in accordance with this amendment.

PAGE 3

5. Amend the title, line 8, by striking the word

thousand" and inserting in lieu thereof the words “five
hundred" .

ON THE PART OF THE SENATE: ON THE PART OF THE HOUSE:

WILLIAM D. PALMER, CHAIR MINNETTE F. DODERER, CHAIR .
CHARLES H. BRUNER RALPH ROSENBERG

ARTHUR A. SMALL, JR. DAVID M. TABOR

£l rortoar Lo '3{}};»«——"' Mﬁi ‘5‘-/‘?/{;%' 1612

FILED: APRIL 12, 1983
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SENATE FILE 386
AS AMENDED BY CONFERENCE COMMITTEE REPORT
REQUESTED BY REPRESENTATIVE DODERER

In compliance with a written request received May 14, 1983, there 1s hereby
submitted a Fiscal Note for Senate File 386, as amended by Conference Committee
pursuant to Joint Rule 17. Background information used in developing this Fiscal
Note is available from the Legislative Fiscal Bureau, to members of the Legislature
upon request.

Senate File 386, as amended by Conference Committee, has the following provisions:

Amended Sections:

Sec. 2, 11, S.F. 386: Those sections providing a credit for individuals for quali-
fying expenditures incurred for the installation of solar domestic hot water are
deleted.

Sec. 3, S.F. 386: That section reducing the taxes due on the first §$1,000 of taxable
income from one-half of one percent to zerc percent for individual income tax filers

is deleted.

Sec. 4, 14, 16, S,F, 386: The sections increasing the state minimum tax from 25
percent to S0 percent is changed to Increase the state minimum tax from 25 percent
to 70 percent.

Sec. 5, 1, 15, S.F. 386: The effective date for those sections providing a credit
. for increasing research acrivities within the state is changed to begin one year
later (January 1, 1985).

Sec. 6, S.F. 386: The section retaining taxes due on taxing unemployment compen-
sation at its basis prior to the Tax Equity and Fiscal Responsibility Act of 1982 is
kept for the 1982 tax year and delered for those tax years beginning on or after
1983, payable in 1984, effectively coupling with federal provisions as of Jsnuvary I,

1983.

Sec. 7, 9, S.F. 386: Those sections relating tc limiting the federal income taxes
deductible for purposes of the Iowa income taxes are deleted.

Sec. 8, 10, 5.F, 386: Those sections retaining the medical deductions at three per-
cent of the federal adjusted gross income are deleted, with the effect of coupling
with the federal provision changing the medical deduction to five percent of the
federal adjusted gross income.

Sec. 12, S.F. 386: The section increasing the percentage of child and dependent
care expenses which can be claimed as a tax credit is changed from increasing from a
credit of five percent to six percent teo increasing from a credit of five percent to
ten percent,

Sec. 20, S.F. 386: The publication clause is deleted.

New Provision: Provides that agricultural commodities received under the 1983
.vayment-in-kind program be treated as if grown by the taxpayer.
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FISCAL NOTE, SENATE FILE 386

Page Two

New Provision: Provides that those individuals claiming extra credits on their
state withholding tax forms meet the same requirements as federal law.

New Provision: Removes the deduction on the state individual income tax return for
political contributions up to $100 for singles and $200 for married couples filing a
joint return and provides for a credit equal to 5 percent of the first $100 for sin-
gles or $200 for married couples filing jointly.

New Provision: Subtracts the amounts included in current Iowa law as income relat-
ing to sale-leaseback agreements under the safe-harbor provisions, thus providing

that income received under these provisions shall not be included for state income

tax purpeses. This provision is retroactive to January 1, 1981 for tax vears begin-
ning on or after that date.

New Provision: Provides that the Department of Revenue conduct a study of alterna-
tive forms of minimum taxes, with a report to the General Assembly by January 15,
1984,

FISCAL IMPACT:

FY 1985
$ 23.7 M increase

increase l

PY 1984

Senate File 386
(Senate Version)

Provision Changes/Additions:

~ Solar Hot Water Credit $ .1 M increase $ O M

- lst §1,000 change 7.5 M increase 8.0 M increase
- Minimum Tax 3.0 M increase 2.6 M increase
- Research Credit 1.0 M inc¢rease 1.0 M increase
- Unemployment Compensation 1.5 M increase 1.5 M increase
- Federal Deductibilicv 21.5 M decrease 14,0 M decrease
- Medical Deduction 8.0 M increase 5.5 M increase
- Child Care Credit 2.0 M decrease 2.0 M decrease
= PIK treatment unknown unknown

~ Withholding credits none none

~ Credit for political unknown unknown

contributions

Sale-leaseback

Total Changes

Total Conference Committee Report

(1574.2C,

FILED MAY 14,

83-519, CMG)

1983

unknown reduction

unknown reduction

BY DENNIS PROUTY,

FISCAL DIRECTOR




 SENATE 13
- MAY 14, 1983 FINAL ADJOURNMENT

REPORT OF THE SECOND CONFERENCE COMMITTEE
ON SENATE FILE 386

To the President of the Senate and the Speaker of the House
of Representatives:

We, the undersigned members of the second conference
committee appointed to resolve the differences between the

Senate and the House of Representatives on Senate File 386,
a bill for an Act relating to taxation by updating references
to the Internal Revenue Code for individual and corporate

income tax, franchise tax and inheritance tax, providing for
an increase in the minimum tax, increasing the individual
income tax credit for child and dependent care expenses,
providing an income tax credit for an increase in qualified
research expenditures in this state, reducing the rate of
tax on the first thousand dollars of taxable income for
individual taxpayers, limiting the amount of federal income
taxes deductible for purposes of determining Iowa income
taxes, increasing medical and drug deductions, increasing
the exclusion for unemployment compensation, providing an
individual income tax credit for expenditures for a solar
domestic hot water system for use in a principal residence,
and making the Act retroactive, respectfully make the following
report: -

1. That the House recede from its amendment, S-3271, to
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.. CONFERENCE COMMITTEE REPORT ON SENATE FILE 386 - PAGE 2
Senate File 386, as amended, passed, and reprinted by the

Senate.
2. That Senate File 386, as amended, passed, and reprinted

by the Senate, be amended as follows:

1. By striking everything after the enacting clause and
inserting in lieu thereof the following:

"Section 1. Section 422.4, subsection 17, Code 1983, 1is
amended to read as follows:

17. *“Internal Revenue Code c¢f 1954" means the Internal
Revenue Code of 1954, as amended to and including January
i--3982 14, 1983.

Sec. 2. Section 422.4, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 19. For purposes of section 422.4, sub-
section 17, the Internal Revenue Code of 1954 shall be
interpreted to include the provisions of Pub. L. No. 98-4.

Sec. 3. Section 422.5, unnumbered paragraph 10, Code 1983,

is amended to read as follows:

In addition to all taxes imposed under this division, there
1s imposed upon every resident and nonresident, including
resident and nonresident estates and trusts, of this state
a state minimum tax for tax preference items equal to &wenty-
five seventy percent of the state's apportioned share of the
federal minimum tax. The state's apportioned share of the
federal minimum tax is one hundred percent in the case of
a resident and in the case of a nonresident a percent equal
to the ratio of the federal minimum tax on preferences
attributable to Iowa to the federal minimum tax on all
preferences. The director shall prescribe rules for the
determination of- -the. amount of the federal minimum tax on
preference items attributable to lowa which shall be based
as much as equitably possible on the allocation provisions
of section 422.8, subsections 2 and 3. For purposes of this
paragraph, "federal minimum tax" means the federal minimum
tax for tax preferences computed under sections 55 to S8 of
the Internal Revenue Code of 1954 for the tax year.

‘2-
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CONFERENCE COMMITTEE REPORT ON SENATE FILE 386 - PAGE 3

Sec. 4. Section 422.6, unnumbered paragraph 1, Code 1983,
1s amended to read as follows:
The tax imposed by section 422.5 and credit for increasing

research activities granted under section 422.10 shall apply

to and become a charge against estates and trusts with respect
to their taxable income, and the rates shall be the same as
those applicable to individuals. = The fiduciary shall be
responsible for making the return of income for the estate

or trust for which he the fiduciary acts, whether sueh the

income be 1s taxable to the estate or trust or to the
beneficiaries thereon.

Sec. 5. Section 422.7, subsection 16, Code 1983, is amended
to read as follows:

l6. Add the amounts deducted and subtract the amounts
included as income as a result of the treatment provided sale-

leaseback agreements under section 168(f)(8) of the Internal
Revenue Code of 1954 to the extent that the amounts deducted
and the amounts included in income are not otherwise deductible

or included in income under the-previsiens-ef the Internal

Revenue Code of 1954. Entitlement to depreciation on any

property included in a sale-leaseback agreement shall be
determined under the Internal Revenue Code of 1954, excluding
section 168(f)(8) in making the determination.

Sec. 6. Section 422.7, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. Subtract the amount of unemployment
compensation to be included in lowa net income for any tax

year. Add back the amount of unemployment compensation
computed under section 85 of the Internal Revenue Code of
1954, as amended up to and including December 31, 1981. This
subsection is effective only for the tax year beginning on
or after January 1, 1982 and before December 31, 1982.

Sec. 7. Section 422.9, subsection 2, paragraph ¢, Code
1983, is amended by striking the paragraph.

Sec. 8. Chapter 422, Code 1983, is amended by inserting
after section 422.9 the fellowing new section:

-3-
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NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. The
taxes imposed under this division shall be reduced by a state .
tax credit for increasing research activities in this state.

For individuals, the credit shall equal six and one-half
percent of the state's apportioned share of the qualifying
expenditures for increasing research activities. The state's
apportioned share of the qualifying expenditures for increasing
research activities is a percent egual to the ratioc of
qualified research expenditures in this state to total
qualified research expenditures. For purposes of this section,
an individual may claim a research credit for qualifying
research expenditures incurred by a partnership, subchapter

S corporation, and estate or trust electing to have the income
taxed directly to the individual. The amount claimed by the
individual shall be based upon the pro rata share of the
individual’'s earnings of a partnership, subchapter S
corporation, or estate or trust. For purposes of this section,
"qualifying expenditures for increasing research activities" .
means the qualifying expenditures as defined for the federal
credit for increasing research activities computed under
section 44F of the Internal Revenue Code of 1954, as amended

to and including January 1, 1983.

Any credit in excess of the tax liability less personal
exemption and child care credits provided in section 422.12
for the taxable year shall be refunded with interest computed
under section 422.25. 1In lieu of claiming a refund, a taxpayer
may elect to have the overpayment shown on the taxpaver's
final, completed return credited to the tax liability for

N the following taxable year.

Sec. 9. Section 422.12, subsection 2, Code 1983, is amended
to read as follows:

2. A child and dependent care credit equal to five ten
percent of the qualifying employment-related expenses and
subject to the same limitations provided by section 44A of
the Internal Revenue Code of 1954. .

Married taxpayers electing to file separate returns or

- -
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filing separately on a combined return must allocate the child
and dependent care credit to each spouse in the proportion
that hi9s-er-her each spouse's respective net income bears

to the total combined net income. Taxpayers affected by the
allocation provisions of section 422.8 shall be permitted

a deduction for the credit only in suweh the amount as 1is
falrly and equitably allocable to Iowa under rules prescribed
by the director.

Sec. 10. Section 422.12, Code 1983, is amended by insert-
ing after subsection 2 the following new subsection and
renumbering the remaining subsection:

NEW SUBSECTION. 3. A political contributions credit equal
to five percent of the first one hundred dollars donated as

a political contribution as defined in section 41(c) of the
Internal Revenue Code of 1954. In the case of a married
couple filing a joint return, a political contributions credit
equal to five percent of the first two hundred dollars donated
shall be allowed.

Sec. 11. Section 422.16, subsection 1, Code 1983, 1is
amended to read as follows:

1. Every withholding agent as defined herein and every
employer as defined herein and further defined in the Internal
Revenue Code of 1954, as amended, with respect to income tax
collected at source, making payment of wages as defined herein
to either a resident employee or employees, or a nonresident
employee or employees, working in Iowa, shall deduct and
withhold from such wages an amount which will approximate
the employee's annual tax liability on a calendar year basis,
calculated on the basis of tables to be prepared by the
department and schedules or percentage rates, based on such
wages, to be prescribed by the department. Every employee
or other person shall declare to such employer or withholding
agent the number of his personal exemptions and dependency
exemptions or credits to be used in applying such tables and
schedules or percentage rates, provided that no more such
personal or dependency exemptions or credits may be declared

-5
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by such employee or other person than the number to which I

he is entitled except as allowed under section 3204{m)(1)
of the Internal Revenue Code of 1954. Such claiming of such
exemptions or credits in excess of entitlement shall constitute

a misdemeanor.

Sec. 12. Section 422.32, subsection 4, Code 1983, 1is
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--13982 14, 1983.

Sec. 13. Section 422.32, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 12. For purposes of section 422.32, sub-
section ¢, the Internal Revenue Code of 1954 shall be inter-
preted to include the provisions of Pub. L. No. 98-4.

Sec. 14. Section 422.33, subsection 4, Code 1983, 1is
amended to read as follows:

4. In addition to all taxes imposed under thils division,
there is imposed upon each corporation doing business within .
the state a state minimum tax for tax preference equal to
twenty-£five seventy percent of the state's apportioned share
of the federal minimum tax. The state's apportioned share
of the federal minimum tax is a percent equal to the ratio
of the federal minimum tax on preferences attributable to
Iowa to the federal minimum tax on all preferences. The
director shall prescribe rules for the determination of the
anount of the federal minimum tax on preferences attributable
to Iowa which shall be based as much as equitably possible
on the allocation and apportionment provisions of subsections

2 and 3. For purposes of this subsection, "federal minimum .
tax" means the federal minimum tax for tax preferences computed
under sections 55 to 58 of the Internal Revenue Code of 1954
for the tax year.
Sec. 15. sSection 422.33, Code 1983, is amended by adding
the following new subsection: .
NEW SUBSECTION. 5. The taxes imposed under this division

-6-
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shall be reduced by a state tax credit for increasing research
activities in this state equal to six and one-half percent

of the state's apportiongd share of the qualifying expenditures
for increasing research activities. The state's apportioned
share of the qualifying expenditures for increasing research
activities is a percent equal to the ratio of gualified
research expenditures in this state to the total qualified
research expenditures. For purposes of this subsection,
"qualifying expenditures for increasing research activities"
means the qualifying expenditures as defined for the federal
credit for increasing research activities computed under
section 44F of the Internal Revenue Code of 1954, as amended
to and including January 1, 1983.

Any credit in excess of the tax liability for the taxable
year shall be refunded with interest computed under section
422.25. In lieu of claiming a refund, a taxpayer may elect
to have the overpayment shown on its final, completed return
credited to the tax liability for the following taxable year.

Sec. 16. Section 422.35, subsection 8, Code 1983, is
amended to read as follows:

8. Add the amounts deducted and subtract the amounts
included in income as a result of the treatment provided sale-

leaseback agreements under section 168(f)(8) of the Internal
Revenue Code of 1954 to the extent that the amounts deducted
and the amounts included in income are not otherwise deductible

or included in income under the other provisions of the

Internal Revenue Code of 1954. Entitlement to depreciation

on any property involved in a sale-leaseback agreement shall

be determined under the Internal Revenue Code of 1954,

excluding section 168(£)(8) in making the determination.

Sec. 17. Section 422.60, unnumberxed paragraph 2, Code
1983, 1s amended to read as follows:

In addition to all taxes imposed under this division, there
is imposed upon each financial institution doing business
within the state a state minimum tax for tax preference items
equal to Ewenty-five seventy percent of the state's apportioned

"
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share of the federal minimum tax. The state's apportioned

share of the federal minimum tax is a percent equal to the
ratio of the federal minimum tax on preferences attributable
to Iowa to the federal minimum tax on all preferences. The
director shall prescribe rules for the determination of the
amount of the federal minimum tax on preferences attributable
to Iowa which shall be based as much as equitably possible

on the allocation and apportionment provisions of section
422.63. For purposes of this subsection, "federal minimum
tax" means the federal minimum tax for tax preferences computed
and paid or payable under sections 55 to 58 of the Internal
Revenue Code of 1954;-as-amended-to-and-ineiuding-Janunary
+--3982. .

Sec. 18. Section 450B.1, Code 1983, 1s amended by adding
the following new subsection:

NEW SUBSECTION. 4. For purposes of section 450B.1, sub-
section 1, the Internal Revenue Code of 1954 shall be inter-
preted to include the provisions of Pub. L. No. 98-4.

Sec. 19. The prohibition in section 422.16, subsection
11, paragraph e, on the waiver relating to reasonable cause
of the addition to tax for underpayment of the estimated tax
payable shall not apply with regard to the 1982 tax year to
farmers and fishermen who have elected not to pay estimated
taxes during the 1982 tax year and the director shall waive
the addition to tax for underpayment of the estimated tax
payable for the 1982 tax year to April 30, 1983 for reasonable
cause.

Sec. 20. During the 1983 legislative interim, the
department of revenue shall study the tax incidence and tax
impact of the existing state minimum tax, using tax information

from minimum tax filings with the state and other available

tax information. The department shall also estimate the tax

incidence, tax impact, and tax effect of alternative methods

for determining a state minimum tax, including the development

of a state minimum tax paralleling the federal minimum tax .
but using the lowa net income as the initial tax base, adding

-8 -
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tax preference items from the federal minimum tax, deducting
federal taxes and general and specified itemized deduction
from the federal tax, and establishing a rate of eight, nine
or ten percent on the resulting income, comparing that with
the Iowa regular taxable income to determine the state minimum
tax. The department ¢of revenue shall report the result of
this study to the General Assembly by January 15, 1984.

Sec. 21. Sections 1, 6, and 12 are retroactive to January
1, 1982 for tax years beginning on or after January 1, 1982.
These sections shall also be applicable for tax years beginning
prior to January 1, 1982 where the Internal Revenue Code of
1954, as amended up to and including January 14, 1983, provides
for certain inclusions or exclusions in computing federal
taxable income for a tax year beginning prior to January 1,
1982.

Sec. 22. Sections 3, 7, 9, 10, 14, and 17 .are retroactive
to January 1, 1983 for tax years beginning on or after January
1, 1983.

Sec. 23. Sections 2. 13, and 18 are retroactive to tax
years ending after December 31, 1982. The sections shall
be applicable for tax years ending after December 31, 1982,
but only with respect to commodities received for the 1983
crop year.

Sec. 24. Sections 5 and 16 are retroactive to January
1, 1981 for the tax years beginning on or after January 1,
1981.

Sec. 25. Sections 4, 8, and 15 are effective January 1,
1985 for tax years beginning on or after January 1, 1985."

2. Amend the title, by striking all of the title after
the word "Act" in line 1 and inserting in lieu thereof the
words "relating to taxation by updating references to the
Internal Revenue Code for individual and corporate income
tax, franchise tax and inheritance tax, providing for an
increase in the minimum tax, increasing the individual income
tax credit for child and dependent care expenses, providing

an income tax credit for an inc¢rease in qualified research

-9-




" SENATE 22
MAY 14, 1983 PINAL ADJOURNMENT

CONFERENCE COMMITTEE REPORT ON SENATE FILE 386 - PAGE 10

expenditures in this state, providing a temporary provision
on unemployment compensation, and making the Act retroactive."

ON THE PART OF THE SENATE: ON THE PART OF THE HOUSE:

WILLIAM D. PALMER, CHAIR MINNETTE F. DODERER, CHAIR
CHARLES H. BRUNER DOROTHY F. CARPENTER
MICK LURA RALPH ROSENEBERG
ARTHUR A. SMALL, JR. HUGO SCHNEKLOTH
DAVID M. TABOR

FILED: May 14, 1983
SENATE ADOPTED (¢./77¢/
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AN ACT

RELATING TO TAXATION BY UPDATING REFERENCES TO THRE INTERMAL
REVENUE CODE FOR INDIVIDUAL AND CORPORATE [NCOME TAX,
FRANCHISE TAX AND INHERITANCE TAX, PROVIDING FOR AR IN-
CREASE IN THE MINIMUM TAX, INCREASING THE INDIVIDUAL
[RCOME, TAX CREDIT WOR CHILD AND DEPENDENT CARE EXPENSES,
PROVIDING AN INCOME TAX CHEDIT FOR AN INCREASE IN QUALI~
FIED RESEARCH EXPENDITURES IN THIS STATE., PROVIDING A
TEMPORARY PROVISION ON UNEMPLOYMENT COMPENSATION. AND
HAKING THE ACT HETROACTIVE.

BE 1T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:

Section 1. Section 422.4, subsection 17, Code 1983, is
amended to read as follows:

17, "Internal Revenue Code of 19%4" means the Internal
Revenue Code of 19%%, as amended to and including January
3r-4982 14, 1983.

Sec. 2. Section 422.4, Code 1983, 18 amended by adding
the followinhg new subsection:

NEW SUBSECTION. 19. For purposes of section 422.4, sub-
section 17, the Internal Revenue Code of 1954 shall be
interpreted to include the provisions of Pub. L. No. 98-4.

Sec. 3. Section 422.5, unnumbered paragraph 10, Code 1983,
15 amended to read as follows:

In addition to all taxes imposed under this division, there
15 imposed upon every resident and nonresident, including
resident. and nonresident estates and trusts, of this state
a state minimum tax for tax preference LLems equal to twentky-
frve seventy percent of the state's apportioned share of the
federal minimuwe tax. The state's apportioned share of the

tederal minirum tax is one hundred percent in the case of

Senate File 386, P. 2

a resident and in the case of a nonresident a percent equal
to the ratio of the tederal minimum tex on preferences
attributable to lowa to the federal minimum tax on all
preferences. The director shall prescribe rules for the
determination of the amount of the federal minimum tax on
preference items attributable to lowa which shall be based
as much as equitably possible on the allocation provisions
of section 422.8, subsections 2 and 3. For purposes of this
paragraph, "federal minimum tax" means the federal minimum
tax for tax preferences computed under sections 55 to S8 of
the Internal Revenue Code of 19%4 for the tax year.

Sac. 4. Section 422.6, unnhumbered paragraph L. Code 1983,
15 amended to read as follows:

The tax imposed by section 422.5 and credit for increasing
research activities granted under section 422,10 shall apply

to and become a charge against estates and trusts with respect
to thelr taxable income, and the rates shall be the same as
those applicable to individuals. The fiduciary shall be
respongible for making the return of income for the estate
or trust for which he the fiduciary acts, whether suweh the
income Be 15 taxable to the estate or trust or to the
beneficiaries thereon.

Sec. 5. Section 422.7, subsection l&, Code 1983, is amended
to read as follows:

l&. hdd the amounts deducted and subtract the amounts

included as income as a result of the treatment provided sale-
leaseback agreements under section 168(f)(8) of the Internal
Revenue Code of 1954 to the extent that the amounts deducted
and the amounts included in income are not otherwise deductible

or included in income under the-provisiene-of the [nternal

Revenue Code of 1954. Eatitlement to depreciation on any

determined under the Intarnal Revenue Code of 19%4. excluding

section 168(f)(8) in making the determination.
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Sec. 6. Section 422.7, Code 1983, is amended by adding
the following new subsection:

NEW SUBSECTION. 17. Subtract the amount of unemployment
compensation to be included in lowa net income for any tax
year. Add back the amount of unemployment compensation
computed under section 8% of the Internal Revenue Code of
1954, as amended up to and including December 31, 1981. This
subsection 1s effective only for the tax year beginning on
or after January 1, 1982 and before Docember 31, 1982,

Sec. 7. Section 422.9. subsection 2, paragraph ¢, Code
1983, 15 amended by striking the paragraph.

Sec. 8. Chapter 422, Code 1983, is amended by inserting
after section 422.9 the following new section:

NEW SECTION. 422,10 RESEARCH ACTIVITIFES CREDIT. The
taxes 1mposed under this division shall be reduced by a state
tax credit for increasing research activities in this state.
For individuals, the credit shall equal si1x and one-half
percent of the state's apportioned share of the gualifying
expenditures for increasing research activities. The state's
apportioned share of the qualifying expenditures for increasing
research activities is a percent equal to the ratic of
qualified research expenditures Ln this state to total
qualified research expenditures. For purposes of this section,
an individual may claim a research credit for qualifying
research expenditures incurred by a partnership, subchapter
$ corporation, and estate or trust electing to have the income
taxed directly to the individual. The amount c<laimod by the
individual shall be based upon the pro rata share of the
individual's earnings of a partnership., subchapter s
corporation, or estate or trust. For purposes of this section,
“qualifying expenditures for increasing research activities"
means the qualitying expenditures as defined for the federal
credit for increasing research activities computed under
section 44F of the Internal Revenue Code of 1954, as amended
to and i1ncluding January 1, 1983.
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Any credit 1n excess of the tax liability less personal
exemption and child care credits provided in section 422.12

for the taxable year shall be refunded with interest computed

under section 422.25. In lieu of claiming a refund, a taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for

the following taxable year.

Sec. 9. Section 422.12, subsection 2, Code 1983, is amended
to read as follows:

2. A child and dependent care credit egual to fiva ten
percent of the gualifying employment-rclated expenses and
subject to the same limitations provided by section 44A of
the Internal Revenue Code of 1954.

Married taxpayers electing to file separate returns or
filing separately on a combined return must allocate the child
and dependent care credit to each spouse in the proportion
that his-er-her each spouse's respective net income bears
to the total combined net income. Taxpaycrs affected by the
allocation provisions of section 422.8 shall be permitted
a deduction for the credit only 1b susek the amount as is
fairly and equitably allocable to [owa under rules prescribed
by the director.

Sec. 10. Section 422.12, Code 1983, is amended by insert-
ing after subsection 2 the following new subsection and
renumbering the remaining subsection:

NEW SUBSECTLION. 3. A political contributions credit equal
to five percent of the first onc hundred dollars donated as
a potitical contribution as defined in section 41{c) of the
internal Revenue Code of 1954. In the case of a married
couple filing a joint return, a political contributions credit
equal to five percent of the first two hundred dollars donated
shall be allowed.

Sec., 11. Section 422.16, subsection 1, Code 1983, is
amrended to read as follows:
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1. Every withholding agent as defined herein and every
employer as defined herein and further defined in the Internal
Revenue Code of 1954, as amended, with respect to inhcome tax
collected at source, making payment of wages as defined herein
to either a resident employee or employees, or a nonresident
employes or employees, working in lowa, shall deduct and
withhold from such wageés an amount which «ill approximate
the emplovee's annual tax liabjlity on a calendar year basis,
calculated on the basis of tables to be prepared by the
department and schedules or percentage rates, based on such
wages, to be prescribed by the department. Every employee
or other person shall declare to such employer or withholding
agent the number of his personal exemptions and dependency
exemrptions or credits to be used in applying such tables and
schedules or percentage rates, provided that no more such
personal or dependency exemptions or credits may be declared
by such employee or other person than the nurber to which
he 13 entitled except as allowed under section 3204(m)(1)
of the Internal Revenue Code of 1954. Such claiming of such
exemptions or credits in excess of entitlement shall constitute

a misdemeancr.

Sec. 12. Section 422.32, subsection 4, Code 1983, 18
arended to read as follows:

4. "Internal Revenue Code of 1954" means the Internal
Revenue Code of 19%4, as amended to and including January
¥r-3982 14, 1983.

Sec. 13. Section 422.32, Code 1983, 1s amended by adding
the following new subsection:

NEW SUBSECTION. 12. For purposes of section 422.32, sub-
section 4, the Internal Revenue Code of 1954 shall be inter-
preted to include the provisions of Pub. L. No. 98-4.

Secc. 14, Section 422.33, subsection 4, Code 1982, 1is
amended to read as tollows:

4. In addition to all taxes imposed under this division,
there 15 imposed upon each corporation doing business within
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the state a state minimum tax for tax preference equal to
ewenty-five seventy percent of the state's apportioned share
of the federal minimum tax. The state's apportioned share

of the federal minimum tax is a percent egqual to the ratio

of the federal minimum tax on preferences attributable to
[owa to the federal minimum tax on all preferences. The
director shall prescribe rules for the determination of the
amount, of the federal minimum tax on preferences attributable
to lowa which shall be based as much as equitably possible

on the allocation and apportionment provisions of subsections
2 and 3. For purposes of this subsection, “'federal minimum
tax" means the federal minimum tax for tax preferences computed
under sections 55 to 58 of the Internal Revenue Code of 1954
for the tax year.

Sec. 1S. Section 422.33, Code 19823, is amended by adding
the following new subsection:

NEW SUBSECTION. 5. The taxes imposed undecr this division
zhall be reduced by a state tax credit for increasing research
activities in this state equal to six and one-half percent
of the state's apportioned share ot the gualifying expenditures
for increasing research activities. The state's apportioned
share of the qualifying expenditures for increasing research
activities 15 a percent equal to the ratio of gualitied
research expenditures in this state to the total gualified
research expenditures. For purposes of this subsection,
“gualifying expenditures for increasing research activities”
means the gqualifying expenditures as defined for the federal
credit. for increasing research activities computed under
section 44F of the Internal Revenue Code of 1954. as amended
to and including January 1, 1983.

Any credit in excess of the tax liability for the taxable
year shall be refunded with interest computed under section
422.25. In lieu of claiming a refund, 4 taxpayer may elect
to have the overpayment shown on its final. completed return
credited to the tax liability for the following taxable year.
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Sec. 16. Section 422.35. subsection 8, Code 1983, is
amendoed to read as follows:

€. Add the amounts deducted and subtract the amounts
included 1n income as a result of the treatment provided sale-
leaseback agreements under section 168(f£)(8) of the Internal
Revenue Code of 1954 to the extent that the anounts deducted
and the amounts included in income are not otherwise deductible

or included in_income under the other provisions of the
Internal Revenue Code of 19%4. Entitlement to depreciation
on_any property involved in a sale-leaseback agreewment ghall
be determined under the Internal Revenue Code of 1954,
excluding section 168(f)(#) in making the determination.

Sec. 17. Section 422.60, unnumbered paragraph 2, Code
193, 1s anended to read as follows:

In addition to all taxes imposed under this division, there
18 1mposed upon each financial institution doing business
within the state a state minimum tax for tax preference items
¢qual to ewemry-five geventy percent of the state's apportioned
share of the federal minimunm tax. The state's apportioned
share of the federal minimum tax is a percent equal to the
ratico of the federal minimur tax on preferences attributable
to Jowa to the federal minimum tax on all preferences., The
director shall prescrine rules for the determination of the
amount. of the federal minimum tax on preferences attributable
to Ilowa which shall be bagzed as much as ‘eguitably possaible
on the allocation and apportionment provisions of saction
422.63. For purposes of this subsection, "federal minimrum
tax" means the federal minimum tax for tax preferences computed
and paid or payable under sections %5 to 58 of the Internal
Revenue Code of 19547-ao-amended:ta-and-ineiud:ng-&anuu!y
tr-+082.

Sec. L&, Sectior 450B.1}, Code 1983, 15 amended by adding
the foilowing new subsection:

NEW SUBSECTION. 4. For purposas of section 45%0B.1, sub-
section L, the internal Revenue Code ot 1954 shall be inter-
preted to inciude the provisions of Pub. [,. No. 98-4.
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Sec. 19. The prohibition in section 422.16, subsection
11, paragraph @&, on the walver relating to reasonable cause
of the addition to tax for underpayment of the estimated tax
payable shall not apply @ith regard to the 1962 tax year to
farmers and fishermen who have elected not to pay estimated
taxes during the 1982 tax year and the director shall waive
the addition to tax for underpayment. of the estimated tax
payable for the 1982 tax year to April 30, 1983 for reasonable
cause.

Sec. 20, During the 1983 legislative interim, the
departnent of revenue spali study the tax iacidence and tax
impact of the existing state minimum tax, using tax information
from minimum tax filings with the state and other available
tax information. The departrment shall also estimate the tax
incidence, tax impact, and tax effect of alternative methods
for determining a state miniour tax, including the development
of a state mipimur tax paralteling the federal minimum tax
but using the Iowa net income as the initial tax base, adding
tax preference stems from the federal minimum tax. deducting
federal taxes and general and specified 1temized deduction
from the federal tax, and establishing a rate of eight, nine
or ten percent on the resulting income, comparing that with
the lowa regular taxable income to determine the state minimum
tax. The department of revenue shall report the result of
this study to the Cereral Assembly by January 1%, 1984,

Sec. 21. Sectaons i, 6, and 12 are retroactive to January
1, 1982 for tax years beginning on or after January @, 1982.
These sections shall also be applicable for tax years beginning
prior to January 1, 1982 where the Internal Revenue Code of
19%4, as amended up to and including January 14, 1983, provides
for certain inclusions or exclusions in computing federal
taxable income for a tax year beginning prior Lo January L,
1982 .

Sec. 22, Sections 3. 7, 9, 10, 14, and 17 are retroactive
to January i, 1983 for tax years beginning on or after January
1, 1983.
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Sec. 23. Sections 2, 13, and 18 are retroactive to tax
vears ending after December 31, 1982. The sections shall

be applicable for tax years ending after December 31, 1982,

but only with respect to commodities received for the 1983
cxop year.

Sec. 24. Sections 5 and 16 are retroactive to January
1, 1981 for the tax years beginning on or after January 1,
1981.

Sec. 25. Sections 4, 8, and 15 are effective January 1,
1985 for tax years beginning on or after January 1, 1985.
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