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Approved 

A BILL FOR 
An Act relating to the computation of the amount of social 

security or tier 1 railroad retirement benefits to be 

included in net income for purposes of the state individual 

income tax and making the provisions retroactive. 

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

c~e-tat9t t2/7Z 



S.F. H.F. 

l Section l. Sect:on "22.7, s~bsec:ton l9, Code 1985, :s 

2 a~e~ded to read as ~o:lc~s: 

3 19. a. If t~e ad•usted a:oss :nco~e :ncl~des anv social 
.....::.::.....::.:.:... - ~- ::...::_=-=.._c:;_; _::_::.::_.;:.c..:_.::.= =----=-:.:c ~'-=-"'-"-='--"'-'-'--"----=:..=...::..=..::= 

4 secu r: ):y 

5 received 

benefits o: tie: l rai:road retirement benefits 

ur.de: sec:ion 86 oE :~e Internal Revenue Code of 

6 1954, the amount included shall be reco~outed by treating the 

7t "d"F" • d . ..> er~ ~o 1-tec a JUSte~ a ross .:.~corr.e .. as de-:ii:ed in section 86 

8 as not includina income wh:c~ :s exe~ot fro~ federal income 

9 taxatio~. T~e ~et i~come of :he :axoave~ inc:udes this 

10 recomputed amount. 

ll b. Married taxpayers, who file a jotnt federal income tax 

12 return a~d who elect to file separate returns o~ who elect 

13 separate filing on a combined return fer state income tax 

14 purposes, shall ~nc~~de-i~-net-income-any-soeia~-~ec~~ity 

15 beneE±ts-or-tier-1-raii~oad-ret±rement-benefit~-reeei~ed-to 

16 t~e-~ame-exten~-e~-t~o~e-benefit~-are-taxab~e recompute as 

17 provided in oaragraph ''a'' the amount of those beneftts 

18 included on the taxpayer's joint federal return for that year 

19 under section 86 of the Internal Revenue Code of 1954. This 

20 recomputed amount sha"c be i~cluded in net income. The 

21 recomputed amount of be~efits included in net income must be 

22 allocated between the spouses in the •atio of the social 

23 security benefits or tie~ l railroad retirement benefits 

24 received by each spouse to the total of these benefits 

25 received by both spouses. 

26 Sec. 2. This Act is retroactive to January 1, 1985 for tax 

27 years beginning on or after that date. 

28 EX?LANA'I'ION 

29 This bill provides that if 

30 come for federal tax purposes 

a taxpayer's adjusted gross in

includes social security or tier 

31 1 railroad retirement benefits, the taxpayer shall recompute 

32 the amount included for state individual income tax purposes. 

33 The recomputation is done the same as for federal tax purposes 

34 except that in determining the base amount over which those 

35 benefits are to be included, the taxpayer does not include 

-1-
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S.F. a.r. 

l incom<! in tnat base amount "'hicil 1s exempt fcom ·Eederal 

2 taxation. 3 The bill is retroactive to January l, 198S for tax years 

4 beginning on or aEter chat date. 
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' --~ '·. STATE OF IOWA 

r--·~~s~=o f\. •• ll -

-·~---FILED MAR 7 1985 
FISCAL NOI'E 

LS£3 ~lo 11 ~9S 2 
s:"ff 1u. -~t:;:Q___ 

In compliance w1til a 1'/flllen rc(Jucsr rc<:e1verf Fct>"'"''i 22, 1985, <• fiscal note for SENATE I 
FILE GO AS AMENDED OY S-3140 •s l'ereby submitted pursuilnt :o Jo,nt Rule 1/. Data used 1n 
developing this liscal note are avJJIJble trom tlle Le9i~!ative Fi~cJI Gureau to members ,~ ~ 

rhe legis:vrure upon request. 

SEN.!\ J E FILE 60 as amended by S-3140 strikes evc,ythi•10 cltcr t11e cr.acring clause 1n order 
to provide corr2ctive language to Senate f-ile 60 Tt1r: ~~nterHJmGnt ha~ the snme provisions as 
the ll1ll. I.Jur stJtes t~.e intent more ciearlv. Sr;eclflc?.lly, Senate rile GO. as anlendcd. 
changes t11e rnethod of computing tJxJb!e social secur•:v t;enr:!its for indi-,.dduol inc:c·me tax 
purposes Income wttich is e: ... ~mpt from federal tJ;.;rJtrcn v .... \)uid no[ he rnciuded in tlte 
comptltation tor stcne tJx purpose?s. Tl)iS income vvou!d ccnsist pr:n'~lr;ly of interest frorn 
siare ;111d local secur1tics. 

Both versions of t11e IJ1il are retro~ctive Janu<Hy 1, 19!35. for !J.< years t;c•QttHlong on 0r 

after that date 

FiSCAL EFFECT: There IS no change 10 !he f1scal effect of Senate File GO frcrn tt11s 
amendment. The bdl ,,.,outd rosult in J JrHnimal decrease rn state income rax receipts of 
approximately 5150.000 to 200.000 its first cffe2tt·ve vear. S1nce tl>e leg1s:<>1•0n IS 
retroactrva to Ji!nunrv l. 10es. the netJiltrve ;;np,jct v;oul<l oe c:ffecre;J in fiscal 1D8G 

Source: Depa1 tment of Revenue (LSB 1149S 2. cr,1G) 
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S- 314 0 SENATE FILE 60 
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Amend Senate File 60 as follows: 
1. By striking everything after the enacting 

clause and inserting the following: 
Section 1. Section 422.7, subsection 19, Code 

1985, is amended to read as follows: 
19. a. If the adjusted gross income includes 

railroad retirement benefits, those benefits shall be 
subtracted. If the adJusted gross 1ncome includes 
social security benefits, those benefits shall be 
recom uted for ur oses of determlnin net income b 

the term "modif1e ad usted ross income" as 

not 1ncluding income which is exempt from 
federal income taxation. The net income of the 
taxpayer 1ncludes this recomputed amount to the extent 
this amount exceeds the base amount in section 86 for 
the taxpayer. 

b. Married taxpayers, who file a joint federal 
income tax return and who elect to file separate 
returns or who elect separate filing on a combined 
return for state income tax purposes, shall i"ei~de-in 
net-i"eo~e-a"y-~oeial-~ee~rity-be"efit~-or-tier-1 
railroad-reti~e~ent-benefit~-reeeived-to-the-~ame 
exte"t-a~-tho~e-benefit~-are-taxabie-on-the-taxpayer~~ 
;oi"t-federal-ret~rn-for-that-year-~nder-~eetion-86-of 
the-fnternai-Reven~e-Eode-of-%954.--~he-be"efit~ 
inci~ded-in-net-ineo~e-~~~t-be-ailoeated allocate the 
recomputed amount from paragraph "a" between the 
spouses in the ratio of the social security benefits 
or-tier-%-raiiroad-retirement-benefit~ received by 
each spouse to the total of these benefits received by 
both spouses. 

Sec. 2. This Act is retroactive to January 1, 1985 
for tax years beginning on or after that date." 

S-3140 Filed 
February 18, 1985 By HOLDEN 

• 



REQUESTED BY SEN. HOLDEN 

SENATE FILE 60 
FISCAL cWTE 

In co~pliance with a reauest a fiscal note for Senate File 50 as amended 
S-3140 is hereby submitted pursuant to Joint Rule 17. 

SENATE FilE 60 as Jmcnded by S-1149 strikes everything after the enacting clause m order 
to prcv•d~ corrective lansuage to Senate File 60. The amendment has the same prov1~1Cns as 
tr.e bdl. but ,,\ates tile 111\Cnt lllOre clearly. Specifir.all'{. Sellate File 60. as amended, 
ct1anges rne 1nctllod of computing taxJille social secunty L>~nefits for individ11al inr.ome tax 
purpo~es. :nr.ome which IS exempt from fecleral taxat10n would not be 1ncluded 1n the 
compll\ation for state tax purposes. This income would consist primarily of interest from 

state anc local securities. 

Bot11 vers1ons of t11e [Jill are retroactive January 1, HJ85. for tax years l1eg1nning on or 

after t.hat rlate 

fiSCAL UFECT There 1s no ct1ange to the fiscal effect of Senate File 60 from this 
amen<!ment. The bill would result in a mir111nal decrease in state 1ncome tax rece1pts of 
approxilnately S 150.000 to 200.000 rts first effective year. Since the legrslatron IS 

retroactive to January 1, 1985. the negative impact would be effected in f1scal 1986. 

Fil.ed March 4, 1985 By DENNIS C. PROUTY, DIRECTOR 
LEGISLATIVE FISCAL BUREAU 

STATE OF IOWA 

FISCAL NOTE 
LSB No . .l_!~~ 
Staff 10. CMG 

L___ ___________________________________________________________________________ __ 

I In r.ornpli.>ncc with a wntlerr request received January 1G, 
ruE tiO IS hl)(()b'{ SliiHnittP.d rursuilnt to Joint nule 17. 
f1scal note are available frorn the Legislatrve Fiscal £3tHeilu 
upon request. 

1985, a frscal note for SEN/\ TF 
Onta u~;od in developing this 

to rnemllers of the Legislature 

SENATE FILE 60 changes the method of r.omputrng taxable soc1al secunty benet1ts for 
individual income tax purposes. Income which is exempt irorn federal taxat1on would not be 
included in the computation for state tax purposes. This incorne v;ould consist primarily of 
111terest from state and local securrties. 

The b1ll is retroactive January 1, 1985, for tax years beginning on or after that date 

FISCAL EFFECT: The bill would result in a minimal decrease in stilte income tax receipts of 
approximately S 150.000 to 200,000 its first effective year Since Senate F1le 60 is 
retroactive to January 1, 1985. the negative impact would be effected in fiscal 1986. 

Source: Department of Revenue (LSB 1149S. cr.1G) 

~~«Zvt: 
Fiscal Dlfector ( 

legisla!lve Fiscal Bureau 
Date 1. lr.? /f.5 
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