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A BILL FOR

An Act relating to the computation of the amount c¢f social
security or tier 1 railroad retirement benefits to be

included in net income for purposes of the state individual

1
2
3
4 income tax and making the provisions retroactive.

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
6

7

8

S
10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24
25

cCrp-16191 12/72




0~ W B W R

11
12
13
13
15
16
17
18
19
20

~
F

22
23
24
25
26
27
28
29
30
31
32
33
34

Section 1. Secticn 422.7, subseczion 19, Cede 1985, is
amerded to read as follows:
19. a. 1If the adiusted gross income inciudes any sccial

security benefits or tier 1}

railroad r

ek benefits

=R

rement

received under section 86 of

the Internal Revenue Code of

1954, the

amount

in¢cluded shall be recomputed by “reatin

term "modified adjusted gross lncome" as defiped in section 86

as not including income which is exempt from federal income

taxation, Thne net income of

“ne taxpaver inciudes this

recomputed amcunt.
b.

return and wnho elect to file

Married taxpayers,

who file a joint federal 1ncome tax

separate returns or who elect

separate filing con a combined return £or state income tax

purposes, shall itne*ude-tn-net-rncome-any-sociat-secu

benefiba-mr-star-t-ma
o

che-same~exteane-ga-+&

provided in paragraph "a"

rmue-—pene

the amcunt of

- A

g o Y

tirepd-ratirement-penefita-recerved-ta

faim
o<

s-are-taxabie recompute as

those benefits

included on the taxpayer's joirn: federal return for that year

under section 86 of the Inte

recomputed amount shail

rnal

be incluyded in net

1954.

The

Revernue Code of
Lncome.

recomputed amcunt

allocated between

security berefits or tier 1

the spcuses

of berefits included in net income must be

in the ratic of the soclal

rallroad retirement benefits

received by each spouse to the total of these benefits

received by bothk spouses.

Sec. 2. This Act is retroactive to January 1, 1985 for
years begirnning on or after that date.
EXPLANATION

This bill provides that i

come for federal tax purposes includes social security or tiler

l railroad retirement benefi

the amount included for stat

The recomputation is done the same as for federal tax purposes

£ a taxpayer's adjusted gross in-

ts,

e individual income tax purposes.

except that in determining the base amount over which those

benefits are to be included,

the taxpayer does not include

the

This

the taxpayer shall recompute



1 income in that pase amount whicn is exempt from federal
2 taxation.
3 The bill i3 retroactive to January 1l 198% for tax years

peginning on Of after that date.
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In compliance wilh a writien request received February 22, 1985, o fiscal note for SENATE .

FILE 60 AS AMENDED BY $£-3140 15 tereby subimitted pursuant to Jont Rule 17, Data used mn
developing 1his tiscal note are avaiteble from the Legisiative fiscal Bureau to memnbers ¢

the Legisiature upcn request.

SENATE FILE ¢0 as amended by S-3140 strikes everything after the enacling clause in order
to provide corrective language to Senate File 600 The amendment has the same provisions s
the b:li, but siates the intent more cigarly,  Specifically, Senate File 60, as amended,
changes the method ot compuling taxable social security benefits {or individual incoine tax
purpases.  Income which s exampt from federal taxaticn would not be inciuded in the
computation for state tux purposes.  This mcome would coasist prumarily of mterest from

siate and local secunties.

Both wversions of the il are retroactive Jonuary 1, 1985, for tes years beginming on ar
after that date.

FISCAL EFFECT: There is no change to the fiscal effect of Senate File 6O frem thas
amendment. The bdl would result in a nueninat decregse 1n stale income tax receipts of
approximately 3150000 to 200,000 its first effective year. Singe the Izgistation 1§

retroactive to Jenuary 1, 1885, the negative anpact would be cffected in fiscal 1486

Source: Department of Revenue

(g jees )

{LSB 11498.2, CtAG)
- —— f

. "‘L"'—‘—i‘"—""_"‘_"
Fiscal Director

Legisiative Fisgal Bureau
Date: __,\—-?—Z—g-é/‘{
/ /




‘iii

A Qo =] O U e Lo g

—
o

el
- B

MR N R b et
W O W0 00~ O

N AR
Lo N, BN

A’ii—'
o NN
X ~J

[PV VS PV PR )
MO

[#8]
F-3

U
1
w
ot
&
]

SENATE FILE 60

Amend Senate File 60 as follows:

l. By striking everything after the enacting
clause and inserting the following:

Section 1. Section 422.7, subsection 19,
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 income includes
social security benefits, those benefits shall be
recomputed for purposes of determining net income by
treating the term "modified adjusted gross income” as
defined 1n section 86 of the Internal Revenue Code of
1954 as not including income which is exempt from
federal income taxation. The net income of the
taxpayer includes this recomputed amount to the extent
this amount exceeds the base amount in section 86 for
the taxpavyer.

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 ineiude-in
net-tncome~-any-soctal-security-benefitas-or-tier-3
ratiroad-retirement-benefrta-received-to-the-aame
extent-as-those-henefits-are-taxabite-on-the-taxpayerts
Joint-federal-return-for-that-year-under-section-86-o0f
the-internai-Revenue-€ode-0£-1954---Phe-benefres
tnecluded-in-net-income-must-be-attocated allocate the
recomputed amount from paragraph “"a" between the
spouses in the ratio of the social security benefits
or-tier-i-raiiroad-retirement-benefits 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.”

Code

’ §-3140 Filed
February 18,

1985 By HOLDEN




SENATE FILE 60
FISCAL NOTE
REGQUESTED BY SEN. HOLDEN

In compliance with a regquest a fiscal note for Senate File 50 as amended bx

5-3140 is hereby submitted pursuant to Joint Rule 17.

SENATE FILE 60 as amended by S-1149 sirikes everything after the enacting clause in order
10 provide coirective language to Senate File 60. The amendment has the same provisions as
the LIl but siates the intent more clearly.  Specifically, Senate File 60. as amended,
changes the mcthed of computing taxable social secunty benefits for individual income tax
purposes. ‘ncome which s exempt feom federal taxation would not be included n the
computation for state 1ax purposes. This income would consist primarily of interest from

state and local securities.

Both wversions of the bill are retroactive January 1!, 1985 for tax years beginning on or
afier thal date. _

FISCAL EFFECT There 13 no change to the fiscal effect of Senate File B0 from this
amendment.  The bill would result in a minimal decrease in stale income tax recetpts of
approximmately $150.000 tc 200000 its first eifective year. Since the legistation is
retroaclive to January 1, 1985, the negative impact would be effected in fisca! 1986,

Filed March 4, 1985 By DENNIS C. PROUTY, DIRECTOR

LEGISLATIVE FISCAL BUREAU

STATE OF I0WA
LSB No. 11485

FISCAL NOTE Staff 1D. CMG

in comphance with a written request received January 16, 1985, 2 fiscal note for SENATE
FILE 60 is hereby submitted pursuant to Joint Rule 17,  Data used in developing this
fiscal note are available from the Legislative Fiscal Bureau to menbers of the Legislature
upon reguest.

SENATE FILE 580 changes the method of romputing taxable social security benefits for
individuatl income tax purposes. Income which is exempt from federal taxation would not be
included in the computation for state tax purposes. This income would consist primarily of
interest from state and local securities.

The biill is retroactive January 1, 1985, for tax years beginning on or after that date.
FISCAL EFFECT: The bill would result in a2 minimal decresse in state income tax receipts of
approximately $150,000 to 200,000 its first effective year Since Senale File 60 is

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

Source: Department of Revenye (LSB 11498, CMG)
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Fiscal Dareclor
Legislative Fiscal Bureau
Date: 2 /‘g >/ §5
! 4




