
·i<j ;.-j 
J ,J 

• 

• 

1 

2 

3 

fiLED APR 2 4 i989 

LCVjs cr V71CA-ns 
SENATE FILE 5:31 
BY COK"'ITTEE ON 

WAYS AND MEANS 

Passed Senate, Da teJ/:~J.h-~.{pJctJf}assed 
Vote: Ayesj_'{___ Nays JD Vote: 

House' Date5-3- scr {t;o;'I39V 
Ayes q ~--.. Nays --'(,'~-'---_\:' __ 

An 

Approved 

A BILL FOR 

Act relating to the standard deduction for state individual 

income tax pu~poses, limiting the deduction for net capital 

gain to the transfer of certaiu capital assets, providing an 

4 earned income tax credit, and providing retroactive 

5 applicability and effective dates . 

6 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE S'I'ATE OF IOWA: 
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S.F. 531 H.F. 

Section 1. Section 422.4, subsection 17, paragraph a, Code 

2 1989, is amended to read as follows: 

3 a_ "Annual inflation factor'' means an index, expressed as 

4 a percentage, determined by the department by October 15 of 

5 the calendar year preceding the calendar year for which the 

6 factor is determined, which reflects the purchasing power of 

7 the dollar as a result of inflation during the fiscal year 

8 ending in the calendar year preceding the calendar year for 

9 which the factor is determined. In determining the annual 

10 inflation factor, the department shall use the annual percent 

11 change, but not less than zero percent, 1n the implicit price 

12 deflator for the gross national product computed for the 

13 second quarter of the calendar year by the bureau of economic 

14 analysis of the United States department of commerce and shall 

~0-15 add one-n6~f one-fourth of that percent change to one hundred 

16 percent. The annual inflation factor and the cumulative 

17 inflation factor shall each be expressed as a percentage 

18 rounded to the nearest one-tenth of one percent. The annual 

19 inflation factor shall not be less than one hundred percent. 

20 Sec. 2. Section 422.4, subsection 17, paragraph c, Code 

21 1989, is amended to read as follows: 

22 c. The annual inflation factor for the 1988 calendar year 

23 is one hundred percent. The annual inflation factor for the 

24 1990 calendar year is one hundred percent, notwithstanding the 

25 computation under paragraph ''a''. 
·.:.-);: .. )!) -
· · .-, 26 Sec. 3. Section 422.4, Code 1989, is amended by adding the 

27 following new subsection: 

28 NEW SUBSECTION. 18. a. ''Annual standard deduction 

29 factor'' means an index, expressed as a percentage, determined 

30 by the department by October 15 of the calendar year preceding 

31 the calendar year for which the factor is determined, which 

32 reflects the purchasing power of the dollar as a result of 

33 inflation during the fiscal year ending in the calendar year 

34 preceding the calendar year for which the factor is 

35 determined. In determining the annual standard deduction 
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l factor, the department shall use the annual percent change, 

2 but not less than zero percent, in the implicit price deflator 

3 for the gross national product computed for the second quarter 

4 of the calendar year by the bureau of economic analysis of the 

5 United States department of coromerce and shall add the total 

6 percent change to one hundred percent. The annual standard 

7 deduction factor and the cumulative standard deduction factor 

8 shall each be expressed as a percentage rounded to the nearest 

9 one-tenth of one percent. The annual standard deduction 

10 factor shall not be less than one hundred percent. 

ll b. "Cumulative standard deduction factor'' means the 

12 product of the annual standard deduction factor for the 1989 

13 calendar year and all annual standard deduction factors for 

14 subsequent calendar years as determined pursuant to this 

15 subsection. The cumulative standard deduction factor applies 

16 to all tax years beginning on or after January 1 of the 

calendar year for which the latest annual standard deduction 

factor has been determined. 

17 

18 

19 

20 

c. The annual standard deduction factor for the 1989 

calendar year is one hundred percent. 

21 d. Notwithstanding the computation of the annual standard 

22 deduction factor under paragraph ''a'', the annual standard 

23 deduction factor is one hundred percent for any calendar year 

24 begi~ning after December 31, 1990, in which the unobligated 

25 state ge~eral fund balance on June 30, as certified by the 

26 director of revenue and finance by October lO, is less than 

n;-,. -·. _ 27 sixty million dollars . 
... ~1 ... ,i {), ·< ""\ --
./·~·;- -'~'C28 Sec. 4. Section .. .:22.a, , _ . _ subsection 5, unnumbered paragraph 

• 

29 i, Code 1989, is amended by str1king the unnumbered pa<agcap~ 

30 and ~nserti~g 1n iie~ ttereof the :allowing: 

3J The taxpaye~ may ~ecompute the ~axpayerls inco~e tax 

32 liability ?or the tax year by subtrac~ing ~rem the tax~Jayer's 

33 ~axahle inco:ne, as coreput2d with~ut regard ~c th~s s~bsectlor1: 

3~ sixty pe~cenc of the net ca~~.ta.L gain from :he sale of the 

, ) fo l J.ow i ~g: 
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l a. Net capital ga1n from the sale of real property used in 

2 a business. in which the taxpayer materially participated, as 

3 defined in section 469(h) of the Internal Revenue Code, and 

4 which has been held for a minimum of ten years, or from the 

5 sale of a business in which the taxpayer was employed or in 

6 which the taxpayer materially participated, as defined in 

7 section 469(h) of the Internal Revenue Code, and which has 

8 been held for a minimum of ten years. The sale of a business 

9 means the sale of all or substantially all of the tangible 

10 personal property or. services of the business. 

ll b. Net capital gain Erom the sale of cattle or horses held 

12 by the taxpayer for breeding, draft, dairy, or sporting 

13 purposes for a period of twenty-four months or. more from the 

14 date of acquisition; but only if the taxpayer received more 

15 than one-half of the taxpayer's gross income from farming or 

16 ranching operations in this state during the tax year. 

17 c. Net capital gain from the sale of breeding livestock, 

18 other than cattle or horses, if the livestock is held by the 

19 taxpayer for a period of twelve months or more from the date 

20 of acquisition; but only if the taxpayer received more than 

21 one-half of the taxpayer's gross income from farming or 

22 ranching operations in this state during the tax year. 

~S~ 23 The net long-term capital gain of paragraphs "a'', ''b'', and 

24 "c" together shall not exceed seventeen thousand five hundred 

25 dollars for the tax year. Married taxpayers who elect 

26 separate filing on a combined return for state tax purposes 

27 are treated as one taxpayer and the amount of net capital gain 

28 to be used to determine the total amount to be subtracted by 

29 them shall not exceed seventeen thousand five hundred dollars 

30 in the aggregate. Married taxpayers who file jointly or 

31 separately on a combined return shall prorate the seventeen 

32 thousand five hundred dollar limitation between them based on 

33 the ratio of each spouse's net capital gain to the tota~ net 

34 capital gain of both spouses. In the case oE married 

35 taxpayers filing separate returns, the amount of net capital 
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l gain to be used to determ~ne the amount to b2 subtract~d by 

2 each spot.!se shc.li .~.at exceed eig~t ~ho'J.sand seven ~;i:_::dr:d 

j fifty Collars. 

Sec. '). 

56, Cod~ lS89~ is a~e~ded tc ~ea~ as follows: 

Fer t~c cax ye~: 

S •. c~..-c..i 

' t·. _;_ u '·;.... ~ ~ .,_.;c.;_ 

a~nou 11 t of ~: ·. 2 clz.)_:ns f.:.: 

the tctal a~ou~: 

-:. - , , 
J.u.LJ., the ref~nd to which th8 

:3 taxpaye1: iS 2~titled u:1der this subsection J.s the pro :~:a 

14 amo~nt that was paid and the taxoaver is - ' 
.,_o a 

15 r~Eund for the unpaid pcrtion and is :1ot entitled to carry 

15 thar am011nt forwarci or backwa~d to another tax year. 

17 ·rclxpayers shall not 11se refunds as estimated payme11ts :or !:he 

18 succeeding tax year. ~a~?ayers-whe~~-~~~-yea~~-beg±n-on 

20 

22 

2t; 

' . ., ' . 

3e~tl~~y-i-~tiet-f±±e-thei~-~e5uMd-e~a±ms-by-6et~~e~-3~7-l98R7 

te-be-el%gib~e-fe~-~eftl~ds~--~a~paye~~-who~e-ta~-yea~e-heq~~ 

. ·~ ..... , 

. .... v- . ::.~;:)C. \'2:::; '.•!:~::;:-;~ . 
- ·-·-·- ·- -·----

__ t:2l2~d2: V22.~. \~ .. --·-·-·-·--_..__,_,, __ , ... ,_ 
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l g_o_l,__l;9w i_n_g __ the Octo~~--~l-de_5j_l_i n~_,_i f o:t-'Chc::ec_______:t'-"o~t~a=l~ac::m:::c'-"u:::nc:.=.t_:::o-=.f 

2 claims for refund exceeds eight million dolla~s_ ~_9I____t_h_~_t_a_x 

3 year. Notwitnsta:1ding a:1y other provisio:>, i_nt_e_r~~t_ shaLe not 

4 be due on any refund cla.ims that are paid _!Jy _ _;::_e_~?rua~y 28 

5 following the October 

6 ~~gin on a date other 

7 claims by the end of 

3l deadline. 

than January 

Taxpayer~ whose tax years 

1 must file their refund 

the sixth month following the end of 

8 their tax years. If the claim 1s not payable __ _9_:1 F_ebrua_r:_y__?8 

9 foq_owing __ the October._ 31 deadline of calenda_;:_y~ar:_ ~a:s2.ayer~_,_ 

10 be~a_::se the taxpayer is a fiscal year filer, then the amount. 

ll of the claim allowed shall be the same ratio as refund claims 

12 available February 1 following the October 31 deadline. These 

13 claims sha1i be funded by moneys a~ooriated 

refunds of individual income tax. 

foE_paymefl!_Of 

Sec. 6. NE'd SECTION. 422.l2B EARNED INCOME TAX CREDIT. 

16 l. The caxes imposed under this division, less credits 

17 allowed under sections 422.10 through 422.12, shall be reduced 

18 by an earned income credit equal to ten percent of the federal 

19 earned income credit received by the taxpayer under section 

20 32(b) of the Internal Revenue Code. Any credit in excess of 

21 the tax liability is nonrefundable. 

22 2. Married taxpayers electing to file separate returns or 

23 filing separately on a combined return may avail themselves of 

24 the earned income credit by allocating the earned 1ncome 

25 credit to each spouse in the proportion that each spouse's 

26 respective earned income bears to the total combined earned 

27 tncome. Taxpayers affected by the allocation provisions of 

28 section 422.8 shall be permitted a deduction for the credit 

29 only in the amount fairly and equitably allocable to Iowa 

30 under rules prescribed by the director. 

31 Sec. 7. Section 422.21, Code 1989, is amended by addtng 

32 the following ~ew unnumbered paragraph: 

33 NEW UNNUMBERED PARAGRAPH. The director shall determine fo~ 

34 the 1990 and each subseque~t calendar year the a.nnual and 

35 cumulative standard deduction factors for each calendar year 
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l to be applied to tax years beginning on or after January l of 

2 that calendar year. The director shall compute the new 

3 standard deduction dollar amounts as specified in section 

4 422.9, subsection l, by the latest cumulative standard 

5 deduction factor and round off the result to the nearest to..'!l 

6 dollars. The annual and cumulative standard deduction faccors 

7 determined by the director are not rules as defined in section 

8 17A.2, subsection 7. 
,,/ -,_.;;, 
~-u· ,. 9 Sec. 8. Section l of this Act takes effect January L 

10 1991, for tax years beginning on or after that date. 

ll Sec. 9. Sections 2 and 3 of this Act take effect Janua~y 

~~}~ 12 -• 1990, for tax years beginning on or after that date. 

<::; ?(r3·)·2.3 Sec. 10. Sections 4, 5, and 6 of this Act apply 

14 retroactively to January -• 1989, for tax years beginr1ing on 

15 or after chat date. 

16 EX?LANAT!ON 

17 The bill requires the director of revenue and finance to 

18 annually index the standard deduction for individual income 

19 tax purposes beginning with the 1990 tax years. Current law 

20 only indexes the income tax brackets and certain federal 

21 pension deductions. 

22 The bill also limits the present capital gain deductio:1 

23 refund claim to ind~viduals whose net capital gains are from 

74 cer~cin business assets. 

25 The bill also provides a state earned income tax credit for 

26 individuals. ~he credit is equal to ten percent of the 

27 federal earned income credit. The credit is no~refundable. 

28 

29 

30 

31 

32 

i4 

35 
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SENATE CLIP SHEET APRIL 27, 1989 

SENATE FILE 537 
S-3933 

l Amend Senate File 537 as follows: 
.A 2 1. Page 2, by 1nsert1ng after line 27, the 

3 following: 
4 "Sec. 100. Section 422.5, subsection l, paragraph 
5 k, subparagraph (1), Code 1989, is amended to read as 
6 follows: 
7 (l) Add items of tax preference included in 
8 federal alternative minimum taxable income under 
9 section 57, except subsections (a)(l), (a)(2), and 

10 (a)(5), of the Internal Revenue Code, make the 
ll adjustments included in federal alternative minimum 
12 taxable income under section 56, except subsections 
13 (a)(4), (b)(l)(C){iii), and (d), of the Internal 
14 Revenue Code, e"e add losses as required by section 58 
15 of the Internal Revenue Code, and add the capital gain 
16 deduction subtracted from net income in subsection 19 
17 of section 422.7. In the case of an estate or trust, 
18 the items of tax preference, adjustments, and losses 
19 shall be apportioned between the estate or trust and 
20 the beneficiaries in accordance with rules prescribed 
21 by the director." 
22 2. Page 2, by inserting after line 27, the 
23 following: 
24 "Sec. 101. Section 422.7, Code 1989, is amended by 
25 adding the following new subsection: 
26 NEW SUBSECTION. 19. Subtract sixty percent of the 
27 net capital gain as computed in section 1202 of the 
28 Internal Revenue Code in effect for tax years 
29 beginning in the 1986 calendar year. For purposes of 
30 determining the amount to be subtracted, the net 
31 capital gain shall not exceed one thousand eight 
32 hundred dollars. Married taxpayers who elect separate 
33 filing on a combined return for state tax purposes are 
34 treated as one taxpayer and ·the amount of net capital 
35 gain to be used to determine the total amount to be 
36 subtracted by them shall not exceed one thousand eight 
37 hundred dollars in the aggregate. Married taxpayers 
38 who file jointly or separately on a combined return 
39 shall prorate the one thousand eight hundred dollar 
40 limitation between them based on the ratio ot each 
41 spouse's net capital gain to the total net capital 
42 gain of both spouses. In the case of married 
43 taxpayers filing separate returns, the amount of net 
44 capital gain to be used to determine the amount to be 
45 subtracted by each spouse shall not exceed nine 
46 hundred dollars. Any income or loss resulting from 
47 the forfeiture, transfer, or sale or exchange 
48 described in section 422.7, subsection 17, shall not 
49 be used in computing net capital gain for purposes of 
50 this subsection." 

-1-
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SENATE CLIP SHEET APRIL 27, 1989 

S-3933 
Pa e 2 

A 1 3. By striking page 2, line 28 through page 5, 
2 line 14 and inserting the following: 
3 ''5Pc. 102. Section 422.9, subsection 6, Code 1989, 
4 is amended by striking the subsection.'' 

B 5 4. Page 5, by inserting before l1ne 15 the 
6 following: 
7 •sec. 103. Section 422.12, subsection 2, 
8 unnumbered paragraph l, Code 1989, is amended to read 
9 as follows: 

10 A child and dependent care credit equal to r~~ty-
ll E±~e fifty-five percent of the federal child and 
12 dependent care credit provided in section 21 of the 
13 Internal Revenue Code." 
14 5. Paae 5, by striking lines 15 throuah 30. 

A 15 6. Page 6, line 13, by striking the figures and 
16 word "4, 5, and 6" and inserting the following: "100, 
17 101, 102. and 103". 

3 18 7. T1tle page, l1nes 3 and 4, by str1k1ng the 
19 words "providing an earned income'' and inserting the 
20 following: ''increasino the child and de endenc care''. 

y renum er1ng as necessary. 
By CALVIN 0. HULT~AN JACK W. HESTER 

RICHARD F. DRAKE JOHN W. JENSEN 
LINN FUHRPAN JULIA GENTLEMAN 
NORM GOODWIN WILMER RENSINK 
JIM LIND !1ARK R. HAGERLA 
PAUL PATE DALE L. TIEDEN 
JACK RIFE RAY TAYLOR 
RICHARD VANDE HOEF MAGGIE TINSMAN 
JOHN SOORHOLTZ 

S-3933 FILED APRIL 26, 1989 ; /'); :\ 
DIVISION A-LOST, DIVISION B-LOST 4-J0·~(!-!L..nJiJ 

Page 23 



SENATE CLIP SHEET APRIL 27, 1989 Page 21 

SENATE FILE 537 
S-3931 

Amend Senate File 537 as follows: l 
2 
3 
4 
5 
6 
7 
8 
9 

1. Page 2, by inserting after line 27 the 
following: ./' 

"Sec. 30. Section 422.5, Code 1989, is amended by 
adding the following new subsection: 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
By 

NEW SUBSECTION. 10. In the case of income derived 
from the sale or exchange of livestock in excess of 
the number the taxpayer would sell if the taxpayer 
followed the taxpayer's usual business practices, a 
taxpayer may elect to spread the income equally over 
the four tax years following the tax year in which 
such sale or exchange occurs if the taxpayer 
establishes that, under the taxpayer's usual business 
practices, the sale or exchange would not have 
occurred in the taxable year in which it occurred if 
it were not for drought conditions or other act of 
God. This subsection shall apply only to a taxpayer 
whose principal trade or business is farming, within 
the meaning of section 6420(c)(3), of the Internal 
Revenue Code." 

2. Page 3, by inserting after line 22 the 
following: 

"d. The gain indicated in income for the tax year 
from the sale or exchange of livestock as described in 
section 422.5, subsection 10." 

3. Page 3, lines 23 and 24, by striking the words 
"and ''c"" and inserting the following: ""c", and 
"d''". 

4. Page 6, line 13, by 
"Sections" the following: 
BERL E. PRIEBE 
KEN SCOTT 
EMIL J. HUSAK 
JOHN A. PETERSON 
EUGENE FRAISE 
JOHN SOORHOLTZ 

inserting after the word 
"30,". 

JACK RIFE 
LEONARD BOSWELL 
DALE L. TIEDEN 
H. KAY HEDGE 
JOHN JENSEN 
RICHARD VANDEHOEF 

S-3931 FILED APRIL 26, 1989 "'1, 

ADOPTED L-f-~L. -~ (p .lilf.?) 



-~-

SENATE CLIP SHEET APRIL 27, 1989 

SENATE FILE 537 
S-3929 

1 Amend Senate File 537 as follows: 
2 
3 
4 
5 

l. Page 1, by striking l1nes l through 19. 
2. Page 1, by inserting before line 26, the 

following: 

6 d, 
"Sec. 100. Section 422.4, subsection 17, paragraph 
Code 1989, is amended by striking the paragraph.'' 

7 
8 
9 

10 
11 
By 

3. Page 2, by stciking lines 21 through 27. 
4. Page 6, by striking lines 9 and 10. 
5. Page 6, line 13, by striking the words ''and 6'' 

and inserting the following: ''6, and 100''. 
6. By renumbering as r.ecessary. 

CALVIN 0. HULTY~N JOHN JENSEN 
RICHARD F. DRAKE JULIA GENTLEMAN 
JACK W. HESTER WILMER RENSINK 
LINN FUHRMAN MARK R. HAGERLA 
JACK RIFE DALE L. TIEDEN 
RICHARD VANDE HOEF RAY TAYLOR 
JOHN SOORHOLTZ MAGGIE TINSMAN 
JIM LIND 

S-3929 FILED APRIL 26, 1989 
LOST L/-.;<i.:,-S?f [f-itd1~) 

SENATE FILE 537 
S-3930 

l Amend Senate File 537 as follows: 
2 1. Page l, line 15, by striking the word "one-
3 fourth" and inserting the word "one-third''. 

By CHARLES BRUNER 

S-3930 FILED APRIL 26, 1989 

ADOPTED +;t, ~lp- \li:tlf) 

Page 20 
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SENATE FILE 537 
FISCAL NOTE 

A fiscal note for SENATE FILE 537 AS AMENDED AND PASSED 8Y THE SENATE is hereby 
submitted pursuant to Joint Rule 17. Oata used in developing this fiscal note 
IS available from the Legislative fiscal Bureau to members of the Legislature 
upon request. 

--------------------------------------------
Senate file 537 as amended and passed by the Senate requires the Director of 
Revenue and finance to annually index the standard deduction for individual 
income tax purposes beginning with the 1990 tax years. Current law only 
indexes che income t~x brackecs and certain federal pension deductions. 
Additionally, the annual inflation factor (AIF) applied to income brackets and 
federal pensions IS 33% of the AIF instead of 50%. The annual standard 
deduction factor is not subject to reduction. 

The bill also limits the present capital gain deduction refund ctaim to 
individuals whose n~t capital gains are from certain business assets. The bill 
also provides a state earned income tax credit for individuaLs. The credit is 
equal to lOZ of the federal earned income credit. The credit is nonrefundable. 

Standard deduction indexation: for 
deduction amounts of $3,030 for married 
would be indexed by whatever the annual 
to be. 

tax year 1990, the current standard 
joint filers and $1,230 for individuals 
standard deduction factor is determined 

ror tax year 1991 and subsequent years, standard deduction and income bracket 
indexation would occur if the ending fund balance of the General Fund was at 
least $60.0 milLion. 

Tax Year 1990 Assumptions 

l. For compat:ison purposes, estiiMtes for- two scenarios are provid~d: the 
first scenario assumes current law indexation will not be triggered for 
Tax Year' 1990, the second scenar.io assumes current law indexation will be 
triggered for Tax Year 1990. 

2. The annual inflation f~ctor and annual standard deduction factor 
applicable to tax year 1990 1s 4.5%, based on informacion from Data 
Resources Incorpo~ated. 

3. Under current law, if the FY 1989 General Fund ending balance was $60.0 
million, the income brackets in 422.5, Gode of Iowa, would be indexed by 
the product of 504 of the annual inflation factor muLtiptied by the 
cumulative inflation factor. 

4. Under the proposal, regardless of the General rund ending balance, income 
brackets ~ouid not be ~ndexed, and the standard deductions would be 
indexed by the produce of the entire amount of the a~nual standard 
deduction factor multiplied by the cumulative standard deduction factor. 

5. Assuming withholding tables are not changed, these effects ~auld first 
occur in FY !991. 

6. Civil service annuity exclusions were held constant in this simulation, 
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?AGE 2 FISCAL NOTE, SENATE FiLE 537 

--·------ . --~i---- ----. ----·---- ---------

~tnce state tax treatment oi government pensions must change. 

Current L1•..1 
t eig_l);e<ed for 

b;1~1s i'ur compar1~Utl a~;:;umes br~cket trtd~xation will n(l! 
tal< year i 990. 

The t.:tx model indicates indexing t:he standard deduction amounts woul.d reduce 
taxpayer liability by ~3.3 million. 

2. Current law basis for comparison ~ssvmes indexation will be t:iggered for 
tax year 1990 

Est. Reduction due to indexation ~nder current law: 
Est. Reduction due to indexation under proposal: 

Tax Year 1991 Assumptions 

($9.9 million) 
($3.3 milllon) 

l. For compari!>on purposes, estimates for ttJo scenario:; are provided: the 
first scenario assumes current law indexation was not triggered for Tax 
YPar 1990; the second scenario assume$ current l.aw 1ndexation was 
triggered for Tax Year 1990. 

2. Indexatian wilt be tri~gered tor T~x Year 199!. 
3. The annual inflntion factor and annual standard d~duct_1on factor 

applicable to tax year 1991 is 4.2%, based onEoai:'.g..Apr~l, 1939 report. 
• ..,._. I· . ·.· • 

4. Under current law, the income brackets in 422.~~"· CO<!_~·. of Iow,a ·...rould be 
indexed by the product of 50% of the annual inflation· factor rnul~iplied bv 
the cumulative inflation factor. 

5. Under the eroposal, income brackets would be increased by the product at 
33t of the annual inf~ation factor multiplied by the cumulative inflation 
factor~ and standard deductions ~ould be increased by the product of ~he 

entire amount of the annual standard deduction !actor multiplied by the 
cumu18tive ~tandard deduction factor. 

6. Assumine withholding tables are not changed, thi~ effect would first occur 
in E'Y 1992. 

7. Civil service annuity exclusions were held const,ant in this simulation, 
s1nce state tax treatment of government pensions must change. 

Fiscal Effect, Tax Year 1991, Bracket and Standard Deduction Indexation 

l. Current law basis for compat'ison assumes br,ncket indexation wa~; not 
'!igr,ered for tax year 1990. 

Est. Reduction due to indexation under current law: 
Est. Reduction dt!e to indexation under proposal: 

($9.3 milLion) 
($9.2 miclion) 

2. Current law basis for ::omparlson assumes br,ackct .:.ndex.1tion ·..Jas trigger?~ 
for tax year 1990. 

~st. ReCuction due to indexa:io~ under currcnc lew: 
Est. Reduction due to indexation 1:nder ?roposai: 

($9.6 :n~;_liun) 

($9.2 :ni~cion) 
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i?AGS J :: SCAL NOTE, SE~ATE ri LS 537 

--------- ---
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as•ets would be eligible for the 60Z capttal ~ains deduction refund. 
GeneralLy, the eligible dssets must be (a) real property used in a bu~iness. or 
from the sale of a business, in ~hich the taxpayer mater~aiLy participated, o~ 
was employed, and which ~as held for a minimum of 10 year·~, or (b) from the 
sale rJt livestock by L;1xpaycrs derivin~ more than half o~ their income fr<lm 
farming or ranching. ~he $8.0 million cap on the total dmount refunded ~c~ld 
continue. 

Earned [ncorne ~ax Credit: A nonrefundable tax credit eq11ivalent to 10% of. the 
~nxpaY~fBder~L e~rned income tax credit is allowed for tax years beginning 
on or .1f~er J;muary l, 1989. This is estimated by the tax model to reduce 
taxpayer liabtlity by $3.2 million. Assuming withholding changes are not made, 
this effect would first occur in FY 1990. 

Sources: Legislati·Te tax model 
Data Rezources Incorporated 
Department of Revenue and Finance (LSB 272lsv, PDD) 

FILED APRIL 28, 1989 BY DENNIS PROUTY, f'ISCAL DIRECTOR 
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SENATE FILE S37 
BY CO~~ITTEE ON 

WAYS AND MEANS 

(AS AMENDED AND PASSED BY THE SENATE APRIL 26, 1989) 

- New Language by t~e Senate 

Passed 

Vote: 

Senate, Date s6/rz<;; ;OBJ} Passed House, :>ate5=s-~(p23L/3) 
Ayes __L~_ Nays 1 :t. Vote: Ayes G3 Nays _ 

Approved jjz 3/ !9 fCi 
7 ' *-1"--"-----"--~ c-h j?.,(<f . .::. 7<J•.:J 

t' ,-- .:< 
A BILL FOR 

4 An Act relating to the standard deduction for scate individual 

2 income tax purposes, limiting the deduc~ion tor net capital 

3 gain to the :ransfer of certa1n capital ass~ts, providing an 

4 earned :ncome :ax credit, and providing retroactive 

5 applicability and effective dates. 

6 BE IT ENACT£;) BY TEE GENERA:, .1\SSEI-IBLY OF THE SYA'i'E OF IOWA: 

7 

8 

9 

ll 

l6 

l/ 

:s 
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Section l. Section 422.4, subsection 17, paragraph a, Code 

2 1989, is ~mended to read as follows: 

3 a. ••Annual inflation factor•• ~eans an index, expressed as 

4 a percentage, determined by the depart~ent by October 15 of 

5 the calendar year preceding the calendar year cor which the 

6 factor is determined, which reflects the purchasing power of 

7 the dollar as a result of inflation during the f1scal year 

8 ending in the calendar year preceding the calendar year for 

9 which the factor is determined. In deterntining :he annual 

10 inflation factor, the department shall use the annual percent 

11 change, but not less than zero percent, in the implicit price 

12 deflator for the gross national product computed for the 

13 second quarter of the calendar year by the bureau of economic 

14 analysis of the United States department of co~~erce and shall 

15 add one-hB1f one-third of that percent change to one hundred 

16 percent. The annual inflation factor and the cumulative 

17 inflation factor shall each be expressed as a percentage 

18 rounded to the nearest one-tenth of one percent. The annual 

19 inflation factor shall not be less than one hundred percent. 

20 Sec. 2. Section 422.4, subsection 17, paragraph c, Cede 

21 1989, is amended to read as folLows: 

22 c. ~he annual inflation factor ~or the 1988 calendar year 

23 1s one hundred percent. The annual inflation factor fer the 

24 1990 calendar year is one hundred percent, notwithstanding the 

25 computation under paragraph ''a''. 

26 Sec. 3. Section 422.4, Code 1989, is amended by adding the 

27 following new subsection: 

28 NEI~ SUBSECTION. 18. a. "Annual standard deduction 

29 factor" means an index, expressed as a percentage, de=ermined 

30 by the department by October i5 of the calendar year preceding 

3l the calendar year fer which the factor is determ~ned, which 

32 reflects the purchas1ng power of che dollar as a result of 

33 inflation during the fiscal year ending in the calendar year 

34 preceding the calendar year for which the factor is 

35 determ1ned. In determining the annual standa:d deduction 
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l factor, the department shall use the annual percent change, 

2 but not less than zero percent, in the implicit price def:ato~ 

3 for the gross nationa: product corep~ted for the second quarter 

4 of the calendar year oy the bureau of econom~c analysis of the 

5 United States de9artme~t of co~~erce and shall add :he ~otal 

6 percent change to one hundred percent. The annual standard 

7 deduction factor and the cumulative standard deduction factor 

8 shall each be expressed as a percentage rounded to the nearest 

9 one-tenth of one percent. ~he annual standard deduction 

10 factor shall not be ~ess than one hundred percent. 

.i.l 

12 

l3 

:4 

~5 

16 

17 

18 

19 

20 

21 

22 

b. ''Cumulative standard deduction factor'' means the 

product of the annual standard deduction factor for the 1989 

calendar year a:1d all annual standard deduction ~actors for 

subsequent calendar years as determined pursuant to this 

subsection. rhe cumulative standard deduction factor app!ies 

to all tax years beg1nn1ng on or after January l of the 

calendar year for which the latest annual standard deduction 

factor has been determined. 

c. The annual standard deduction factor for the 1989 

calendar year 1s one hundred percen:. 

d. Notwiths;anding the computation of :he annual standa:d 

deduction factor under paragraph ··a·•, the annual standard 

23 deduction factor is one r.undred pe:cent for any calendar year 

24 beginning af~e: Decemoer 31, 1990, in whicn the unob~igated 

25 state ge~eral ~u~d ba~ance or. June JO, as cer:ified by the 

26 director of revenue and finance by October 10, lS less than 

27 sixty million co::ars. 

28 

29 fol:owing new subsec~ion: 

30 NEW SUBSECTIO~. ~G. :n the case of i~cci~e derived fro~ ----------------=="'·~::r:.=n-ozr:::e.ye~~"=-~-'it.-''''C''"lf7-~·---- - Efr · -.;.~~~;~..::.·~~m:..,"tD 

3l ti--e S'' u or ex~'--nc" ,._,< '; v~-·ock ; - ~x"cc- -,c ~"e n··mber 'he 
.-a .:;;; ~;;~=~.:::;;.~,~-~,::..-~'""'/- .. ~ ~.,2o~:o.~_,...r-..:. _. _ _t_,;,~~U>.~ .. ~----:~:~.;;~~~,..::~!-&~ 

32 taxoaver wo~ld s~ll if the taxnayer ~oi:ow~d t~e :~xcclver's 
~.........,.....c-..,...z-:::-m-~~~~.-.::::...c=~.c:-=--~-:.=:.~·-:: ----· T?' =xJ:..:o::"-~-:::::.,==::-- -'"".....--~-~ 

33 usu~l b··.:;inPSt;:; ora,.....;... :cts a. raxo"""ve- ...-:av -=> 1ec'- ~o sore ... ..;; ;,...r-e 
m<~~r..ll~;~;~.:-~-.::..;.:,:.=v·~~-~.:.d'..:.-~ ... :.:=.._·:;;.·~-"';.,(::~~":n~:·.;,._..__.:.:..;':...:r-::.::;·::.~~~~';!.. ~*·;-:;.:r..:.• 

34 i~come ecual:v ever the Eo~~ tax ve~rs followinq the tax ~car 
=...,-;:;;,:-.... ~~~~~:-:.::.:-:::~;~~~-~:~ ~:.= ..... ·.:c~·.;.:.o.~-..;: . .;: •. ;r·.-.;·.~ -:..o:'. ~z--- :o-· ·~. ···--·.··-.- ..... ·---:-~'""" --=a=-.· .. -..:.':::~.;.:.-::;.~~ 

35 in whic~ such sale or exchange occurs if ~he taxpayer 
~-%~1"· -..- . .3.u;;;.:,.~-:::.:.~~-:::.:: =."":'""-'::-:::-~.:::.:.·.~-:;;.·~.:-..:..;:..;,_~-· :_; '.:"-.·~:..·_z::,_~.-...-=~~c:.cc:.: --~ .... 
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.... establi·;hes t~at, under t~e tax~aver's us~al bilSi~ess 
::.::o~~~~~==·===-~~·o<·crO<~ ... -,~:;:;:.o;~~---·=z:a-~-::~~ 

L oractic~s, the saJ.e or exch2~oe wou:d ~ot ~ave occur:eci ~~ :~e 
!irii!'C"'' 1 '"·p;;r;--r::m-.;;7F·""i't""?G·cr;~""'""~~,..,.....g.-a ·~c:r•ry . 7T"S"'T"V:~-:..:::..~-=.-.t""..==·-~ 

3 tax ··b-,e~_x,ea- 'rl ·•'"'icr-- :_ ocr-u-•Aa· i~ .... ~-·e·e no ... ;./'"'\~- c~rr···c:-·'""c Gf. - - .L V'f • I - , , ..._ "- ._. L ~ L_' ..._ - ..._ \.,. 'f¥ lo •, o.. 'o/ • • - ._, '-"' : • I 
~;,a:;- :z;;;;;;m;r=-·m>;~.'4"~-~~ --·· ....u~-..,~::.w=·n .. rz·s·,..,-•• 

4 conditions or other ac~ o~ God. ~~is SLbsect~on sha:l app:.y 
··n,,..- .. .,... ·~r,. .. ,,.e:eC"""T'am··,-r= rw~-..~~--v.a:o:--c.::o.:>.:..:•·.<:.·;o;;.~-:-.- __ , '";:.,q;;:.<.~~-~,=--..o:t:=: :o.......:..s7ZX7"' 

5 only ~o a taxpayer ~hose princ~~~]. ~=ade cr b~:si~ess is 
~e:~~!~'C7 X"f",.........,.~=-==-=··e=+· ·-·,m·-·., .. ·..,.,;·zmc-~--==-.._. zrr-r.·CT"F' 

6 far~ina, within ~i1e mea~i~q af sec:icn 6420(c)(3), of the 
~4oll',::'-at";r: ......... .,..,,~-,.g:_.,;: -· . .. ........... _, .., 

7 Interna: Reven~e Code. 

8 Sec. 5. Secc1on 422.9, subsection 6, u~numcered pa:agraph 

9 l, Code L989, is amended by stri~ing the ~r.~umbered pa:agraph 

lO and inserting in lieu thereof che fOLLOwing: 

ll The taxpayer may recompute ::1e :axpaye:'s incone tax 

12 liability ~or the tax year by s~btracting f:om :he taxpayer's 

13 taxable income, as computed without regard to :his s~bsectcon, 

14 sixty percent of the net capital gain from the sa:e of the 

15 following: 

16 a. Net capital gain from the sale of real property used 1n 

17 a business, in wh1ch the taxpayer materially participated, as 

18 defined in section 469(h) of the Internal Revenue Code, and 

19 which has been held for a ~inimurn of ten years, or from the 

20 sale of a business ir. which the caxpayer was employed or in 

21 which the taxpayer materially participated, as defined i~ 

22 section 469(h) of the Interna~ Revenue Code, and which has 

23 been held for a minimum of ten years. ~he sa!e of a business 

24 means the sale of all or substantially all of :he tangible 

25 personal property or services of the business. 

26 b. Net capital gain from the sale of cattle or horses held 

27 by the taxpayer for breeding, draft, da•ry, or sporting 

28 purposes for a period of twenty-four months or more from the 

29 date of acquisition; but only 1f the taxpayer recelved more 

30 than one-half of the taxpayer's gross income fro~ farming or 

31 rat~ching operations in this state during the tax year. 

32 c. Net capital gain trom the sale of breed~ng livestocK, 

33 other than catt~e or horses, if tte livestoc~ is he:d by ~he 

34 taxpayer for a period of twelve months or more from t~e date 

35 of acquisition; but only if t~e tax?ayer ~e~e~ved ~ore than 

-3-
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-one-half cf the ~axpayer·s grcss i:1ccme from :arx:ng or 

2 ~anching operatloz1s i.:: t~is sca~e duri~g the tax yedr. 

3 d. ~he gain i~6icated in ~~co~e Ear tt12 :ax vea~. ~:o:n :~e 
as rm r·~.vo,""'-~.;,_~v-"-......,-._.._,._.. , ... >~!:"' ::t~~:"l.~..,_"~'., • .,.., • .,.,..,.,......,~ . .,._:v .. ·-•'fn1''~=:..:.--~ .. ,,Jt(~ ... ·orr-:· . .:..$',.. .. ~ .. -:u""""-~:~~.:.~m..> 

4 sa:e or exci1anae ~~ :ivestock as d~scr~be0 i:: sec~·ion 422.S, 
··:~~~.:;r;;:::~-~""- = :c:o:="'-"'="'""~'=.::....~=-~~"":".;;;c:caw ==-~ 

!) subsection lO. 
·~w ~ 

6 :o~g-terc cap~ca: gair1 of pa:agraphs It- !I 

a ' 
"~) q , 

7 and 'ld'' :ogether s~aii net exceed seven:ee~ :ho~1sa~~ ~ive 

8 hundred dollars for ~he ~ax year. Married taxpayers who elPc: 

9 separa:e fili~g on a combined return for sta:e tax purposes 

10 are treated as o~e taxpaye: a~d the amount of net capital ga~n 

ll :o be used to dete~~ine ~he total amount to be sub:racted by 

~2 :hern shall not exceed se~en~een thousand five hundred d•)::a:s 

l3 :n 'he aggregate. Married taxpaye~s who file joi~ciy 8r 

:4 separately on a ccmbi~eC ret~~n sha~: 9ro~ate :he seven~een 

:s thousa~d five ~undred doi:ar li~ica~io~ between them based on 

16 the ratio of each spouse's ~et capital gai~ ~c :he total net 

17 capital ga1n of both spouses. :n :he case of ~arried 

~8 taxpayers filing separate retarns, the amoan~ o~ net capital 

19 ga1n to De used to determine the amount to be suotracted by 

20 each spouse shal: not exceed eight t~ousand seven nundred 

21 fifty dci:ars. 

22 Sec. 6. Section 422.9, aubsection 6, unnumbered parag:aph 

23 4, Code 1989, is amended to read as ~allows: 

24 For the tax year the total amount of refund claims that 

25 shall be paid shall not exceed eight million dollars. :e the 

26 total amount of the claims for refund does exceed ~hat amoun:, 

27 each claim for refund shall oe paid on a pro rata bas1s so 

28 that the total amount pa1d f.or the tax year does not exceed 

29 eight million dol:ars. In the case ~te~e refund c:aims are 

30 not pa1d ln full, :~e amount of the ref~nd :o which the 

31 caxpayer is entit:ed :;nder :jis s~bs~ct1on 1s the pro rata 

32 amount that was paid and ~he :axpayer is ~ot entitled to a 

33 re:u~d for the unpa~d portio~ a~d :s net entitled :o car~y 
1 . _'I that amount forward or backwa~d to another tax year. 

35 Taxpayers shall not use re~unds as estimated payments 

-.;-
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l succeed!.~g tax year. ~~~~87ers-~~o~e-tax-y~e~g-beq±M-~~ 

2 ~H~~H~y--~-~"e~-E±~~-~h~~~-ref~nd-ei~~~~-~y-ee~M~~r-3~,-~986~ 

3 te-be-e±tgib~e-€o~-~e~~~de~--T~x?eye~s-whe~e-~a~-yee~~-Oes~~ 

1 e"-a-da~e-~~-~98~-ethe~-then-a~ntlar,-l-m~~t-f±~e-~heir-reftlnd 

5 e±~im~-by-the-e~d-ef-t~e-~ixt~-~~nth-~e~lew~~~-~~e-end-e~ 

6 e~e~~-~ax-yeB~~~--~he-d~~tl~~~e~t-~heii-dete~~±~e-e~-?ebr~Bry 

7 t,-~989,-it-the-~o~a~-a~e~"~-e~-e~B~~~-fer-ret~~ci-e~ee~d~ 

8 e±~~~--~±iiie~-dei±a~e-~e~-t~e-~e~-y~er~--Netw±thsta~diMq-d~Y 

9 e~~e~-~revi~ie~ 7 -i~~e~e9~-s~s~~-~e~-be-Otle-e~-a~y-~e~tlMd 

10 eie±~g-~h8t-ere-~~~d-by-?eb~tle~y-~6,-i9897--f~-~~e-eieim-±~ 

ll no~-?~Jabie-oM-?eb~~~r~-~8,-~989,-beee~~e-~he-tdx~ate~-±~-a 

l2 fiseai-ye~~-t±±e~,-the~-~~e-a~e~~t-eE-~~e-e±a±~-ai=ewed-e~e±~ 

l3 o~-~M-the-~a~e-~dt±~-a~-~e~~~d-ere±ffl~-aveireote-en-Pebr~a~y-t; 

14 r989,--9~e~e-eta±~~-~~a=~-oe-~tlnded-by-~eney~-e~propr±ated-fe~ 

15 peyme~t-o€-~eE~nds-eE-±Mdi~icitle~-~~e~~e-~~X7 T~e deadli~e for 

16 filir:.g a cla:rn for a :-eL:nd for calendar year r.axpave:-s w!"lose 

17 tax years begin on - ' . vanua~V .1. lS . OctobP:- 31 :ollowi.ng the 

18 calendar vear. The deoartme~t shall determine o~ ?eb~uary _ 

19 followina ~he Oc~obe:- 31 deadl~ne, if the :otal amount of 

20 claims for refund exceeds eictt mi:lion dollars ~o~ the :ax 

21 year. Notwithstanding any other orovision, i~ce:-est shall not 

22 be due on any ref~nd cLaims that are paid by :ebr~ary 28 

23 following the October 31 deadline. ~axoayers whose tax years 

24 begin on a date other than January l must file :r.e:r refund 

25 claims by the end of the sixth month following the end o: 

26 their tax years. IE the claim is not payable on Februarv 28 

27 following the October 31 deadline of calendar year ~axoayers, 

28 because the taxcaver is a E:scal vear filer, :hen the arno~nt 

29 at the claim a~lowed shall be the same ~a:io as ~ef~nd clai~s . -
30 avai:able :ebr11ary 1 follow:ng the October 3: deadline. ~~ese 

3: claims shall be f~nded bv monevs aoorocriated for oavme~t of 

32 refunds of individua~ i~come :ax. 

33 Sec. 7. NEW SECTION. 422.l2B EARNED INCOME TAX CREDI~. 

34 l. The taxes imposed under this division, less credits 

35 allowed under sections 422.:0 c~rough 422.12, shall be reduced 

-::;-
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_ by ar. earned :ncome credi~ eq~aL to te~ ?ercent of the :e~e~al 

2 earned i11cOme cred~t received by :he taxpaye: 11~der sectic~ 

3 32(b) of the i~terna: Reven~e Code. A~y credit i:~ excess o~ 

4 t~e tax liability ~s nonrefu~rlable. 

2. Ma:ried ~axpayers e~ec~i~g to tile separate ret:1:ns ~r 

6 E:1i!~S separate~y o~ a co~bined return ma·: avail t~e~se:ves c~ 

7 the ~arned incorne c=edl~ by allclcatin~ the ea:~ed i~co~e 

fs credi~ to eac~ spcuse ir. the p::opor~ic~ tha:: eac:~ spCtlS?. 1 S 

S respecti~Je ea~~2d ~ncome bears to the total ccmbi~ed ear~ed 

10 income. Taxpay~rs affected by the allocation provi.sio~s of 

:1 sect1on 422.8 shall be per~itte~ a deduct~o~ for the credit 

:2 o~ly :n the arnou~t fai=ly a~d eq~i~ably allocable to Iowa 

13 under rules p:escribed by :~e directQr. 

14 Sec. 8. Sect:o~ 422.21, Code 1989, ~s amended oy adding 

15 the following new unn~moered paragraph: 

16 ~EW UNNUMBERED ?A!H\GRAPH. ·:·he director shall determ:.ne for 

17 t~e c990 and each s~bsequen: calendar year che annual and 

18 cumulative standard deductio~ :actors for each calendar yea: 

19 to be appl~ed :o tax yea:s oeginning 011 or after January l o: 

20 that calendar year. ~he direc:or shall compute :r.e new 

21 scandard deduction dollar amounts as specified :n section 

22 422.9, subsection l, by the :ates: cum1;la:~ve s:a~da:d 

23 deduction factor and round off tne result to the nearest ten 

24 dollars. The annual and c~mulative standard ded~c:ion factors 

25 determined by the director are ~ot rules as defi~ed in section 

26 17A.2, subsection 7. 

27 Sec. 9. Sect:on • of :his Ac: takes e:fec: 0anuary _, 

28 1991, for tax years beginnlng on or after that date. 

29 Sec. 10. Sectio~s 2 and 3 of this Act :ake effect 0a~uary 

30 1, 1990, ~or tax years begi~~ing on or after that date. 

3::. Sec. ll . Sectio~s 4, 5, 6, a~d 7 of t~is Act apply -32 recroactive:y to ~a~uary 1, :989, for :ax years beginning on 

33 or after that date. 

34 

35 

Sf' 537 
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SENATE FILE 537 
H-4387 

l A~end ame~dment, H-4349, to Senate file 537, as 
amended, passed, and repr1nted by the Seriate, as 
follows: 

2 
3 
4 1. Page 1, by inserting before line 44, the 

following: 5 
6 
7 
8 
9 

''e. Net capital gain from the sale of stock or 
securities as defined in section l083(f) of the 
I~ternal Revenue Code." 

2. Page L line 45, by striking the words "and 
10 ''d'''' and inserting the following: ''''d'', and ''e''''. 

By METCALF Of Polk 

H-4387 FILED MAY 2, 1989 

Lu~- 5-3-ffiL_p·Z?fli:J 



HOUSE CLIP SHEET MAY 3, 1989 

SENATE FILE 537 
H-4359 

l Amend amendment, H-4349, to Senate File 537, as 
2 amended, passed, and reprinted by the Senate, as 
3 follows: 
4 l. By striking page l, line 5, through page 2, 
5 line 25, and inserting the following: 
6 ""Section l. Section 422.5, subsection l, 
7 paragraph k, unnumbered paragraph 2, Code 1989, is 
8 amended to read as follows: 
9 The state alternative minimum taxable income of a 

10 taxpayer is equal to the taxpayer's state taxable 

Page 14 

ll income, as computed with the deductions in section 
12 422.9, e~eep~-fe~-~he-ne~-eapi~a~-9ain-dedtle~ien, with 
13 the following adjustments: 
14 Sec. 2. Section 422.9, subsection 6, Code 1989, is 
15 amended by striking the subsection. 
16 Sec. 3. Section 422.21, unnumbered paragraph 6, 
17 Code 1989, is amended by striking the unnumbered 
18 paragraph." 
19 2. Page 2, line 30, by striking the word "giving'' 
20 and inserting the following: ''eliminating the". 
21 3. Page 2, line 31, by striking the words 
22 "treatment to limited amounts of capital gain,''. 

H-435? /FILEDr~y 2, 198~ 
l(£,\ -J ~ 'o''-1 l p 2J c1 z_ ) 

By CONNOLLY of Dubuque 
DODERER of Johnson 

SENATE FILE 537 
B-4368 

l Amend the amendment, H-4349, to Senate File 537, as 
2 amended, passed, and reprinted by the Senate, as 
3 follows: 
4 l. Page 1, line 18, by striking the word "ten" 
5 and inserting the following: ''five". 
6 2. Page 1, line 23, by striking the word "ten'' 
7 and inserting the following: "five''. 

By STROMER of Hancock 
B-4368 FILED MAY 2, 1989 

W\.{-+rv;ln1G01\ 63-Sbl (p2~1) 
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SENATE PIL£ 537 
H-4349 

Arnend Senate F:le 537, as ameade~, passed, dnd 
2 repri•:ted by tl1e Senate, as follows: 
3 1. By striking eve~ything after the enac~ing 

clause and inser~ing the following: 
''Section l. Section 422.9, subsection 6, 

6 unnumbered paragraph l, Code 1989, 1s amended by 
7 strik:ng the paragraph and ,nserting ir: lieu thereof 
8 the following: 
9 The taxpayer may recompute the taxpayer's income 

iU :ax liability for the tax year by subtracting from the 
taxpayer's taxable income, as computed wichour rega~d 

:2 ~o t~is subsect~Oil, sixty percent of the net capital 
13 gain from the sale of the following: 

a. Net capital gair1 from the sale of real prope~ty 
~~ used in a business, in which the taxpayer materially 
:C6 participated for ten years, as defined in section 
l7 469(h) of the Internal Revenue Code, and which has 
l8 been held for a minimum o: ten years, or from the sale 
!9 of a business, as defined in section 422.42, in which 
20 the taxpayer was employed or in which tne taxpayer 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
3~ 

36 
37 
38 
39 
40 
41 
42 
43 
44 

matc,ially participa~ed for ten years, as de~ined in 
sect•on 469(h) of the Internal Revenue Code, and which 
~as neen held for a minimum of ten vears. The sale of 
a business means the sale of all or' substantia:.:y aL 
of t~e tangible personal property or service of the 
busi~ess. 

b. Net capital gain from the sale of cattle or 
horses held by the taxpayer for breeding, dra:t, 
dairy, or sporting purposes for a period of twenty­
four months or more from the date of acquisition; but 
only if the taxpayer received more than one-na:f of 
the ~axpayer's gross income from farming or 'anching 
operations during the tax year. 

c. Net capital gain from the sale of bre~ding 
livestock, other than cattle or horses, if the 
livestock is held by the taxpayer for a period of 
twelve months or more fro~ the date of acquisition; 
b~t only if the taxpayer received more than orJe-half 
of the taxpayer's gross income from farming o' 
ranching operations dur1ng the tax year. 

d. Net capital gain from the sa~e of timber as 
defi::ed in section 63l(a) of the Internal Revenue 
Code. 

The net capital gain of paragraphs ''a'', ''b'', ''c'', 
45 and "d .. together shall not exceed seventeen thousand 

E1ve hundred dollars for the :ax year. Married 
taxpayers who elect separate filins on a comb:~ed 
retur~ for state tax purposes are treated as one 

46 
47 
48 
4S tdxpayer and the amount of net capital gai~ ~o be used 
50 :o d2rermine the total amount to be subtracter! by them 

-1-
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'='c:ge 2 

; shall r.ot exceed seventeen thousand five hundred 
2 dollars in tf:2 aggregate. Married taxpayers ~·he fiJ.e 
3 jointly o~ sepGrately o~ a combir.eci retu~n shall 
4 prorace the seventeen t~ousand five hundred dollar 
5 limitation between them based on the ratio of each 
6 
7 
3 

spouse's ~et capital gain to the total net capital 
sain of both spouses. In the case of married 
taxpayers filing separate returns, the amou~t of net 

S capital gain to be used to determine the amount to be 
lO subtracted by each spouse shall ~ot exceed eight 
ll t~rn1sand seven hundred fifty dollars. 

~"l2 Sec_ 2. Section 422.21, unnumbered paragraph 6, 
13 Code i9B9, is amended co read as follows: 

?age 7.4 

Th2 dapartment shall prepare and make available 2 
l5 special return for fi~ing a t~x ~efund ciaim ~esul~ing 
16 from the r:et capital gain deduction author:zed in 
17 section 422.9, s~bsection 6. ~he-spee~e~-~et~r~5 
LC sha~i-~e-dee±gned-se-~~e~-the-depa~tme~~-w~~i-be-s~~? 
;9 to-ee~pi~~-de~a-~h~~-~de~t±fies-t~e-~~~ree-a~d-type-~,f 
20 ~Me-~~pi~~;-s~±fts-end-±oss~~-and-the-geo;re~h±eei 
?l ~ee~t~e~-~~--~~e-trd"saetio~s-~nvol~±~g-~~e-eapit~i 
22 gH~"~-u~d-te~ses;--By-5an~sry-!ST-t989~-the-clepdr~m~~t 
23 shu±±-me~e-evai~ebie-to-t~~-gene~ai-~s~e~biy-~~e-~ete 
24 eomp±ieci-~~om-the-ep~eia~-r€t~r"s-f~~ed-d~r±~~-the 
25 ~revio~s-eeie~der-yea~~ 

u~J26 Sec. 3. This Act is retrcactivel.y applicable for 
27 tax years beginning on or after Ja~uary l, 1989." 
28 2. Title page, by striking lines 1 through 5 and 
29 inserting the following: ''An Act relati~g to state 
30 individual income tax by giving capital gain deductior 
31 treatment to limited ~mounts of capital gain, and 

'•N"32 providing a retroactive applicabil:ty elate-" 

H-43~9 FILED P~Y ~, 1989 

3y CO~~ITTF.E ON WAYS AND MEANS 
TABOR of Jackson, Chaicperso~ 

• 
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SENATE FILE 537 
H-4349 

l Amend Senate File 537, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. By striking eve~ything after the enacting 
4 clause and inserting the following: 

.,<;>i5 "Section l. Section 422.9, subsection 6, 
6 unnumbered paragraph l, Code 1989, is amended by 
7 stri<ing the paragraph and inserting in lieu thereof 
8 the following: 
9 The taxpayer may recompute the taxpayer's income 

lO tax liability for the tax year by subtracti;lg from the 
ll taxpayer's taxable income, as co~puted without regard 
12 to this subsection, sixty percent of the net capital 
13 gain from the sale of ~he following: 

~J,fl4 a. Net capital gain Erom the sale of real propercy 

' ! 
I 

j 

15 used in a business, in which the taxpayer materially 
16 partic1pated for ten years, as defined ir. section 
17 469(h) of the Internal Revenue Code, and which has 
l8 been held for a minimum of ten years, or from the sale 
19 of a business, as de~ined in section 422.42, in which 
20 tile taxpayer was employed or in whlch the taxpayer 
21 materially participated for ten years, as defined in 
22 section 469(h) of the Interna~ Revenue Code, and which 
23 has been held for a minimum of ten years. ~he sale of 
24 a business means the sale of all or subs~a~tiallv al! 
25 o~ the tangible personal property or service of ~he 
26 business. 
27 b. N~t capital gain from the sale of cattle or 
28 horses held by the taxpayer for breeding, draft, 
29 dairy, or sporting purposes for a period of twenty-
30 four months or more from the date of acquisition; but 
31 on~y if the taxpayer received ~ore than one-half of 
32 tl;e taxpayer's gross income fro~ farming or ranching 
33 o~erations during the tax year. 
34 c. Net capital gain from the sale of breeding 
35 livestock, other than cattle or horses, i: the 
36 livestock is held by the taxpayer for a period of 
37 twelve months or more from the date of acq0isition; 
18 but only if the taxpayer received more than one-half 
39 of the taxpayer's gross income from farming or 
40 ranching operations during the tax year. 
41 d. Net capital gain from ~he sale of ~:mber as 
42 defined in sect1on 63l(a) of the Internal Revenue 

if.:J fJ} 3 Code . 
. ? 44 The net capital gain of paragraphs ~~a'', 11 b", 11 C", 

45 and ''d" together shall not exceed seventeen thousand 
46 f1ve hundred dollars for the tax year. Married 
47 taxpayers who elect separate filing on a combined 
48 ret1:rn for state tax purposes are treated as one 

::. 
' . . 

~~ taxpayer and the amount of net capital gain :o be used 
50 ~c determine the total amount to be subtracted by them _,_ 

4 

:"·· 
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?age 2 
~ shall ~ot exceed seventeen thousand five hundred 
2 dollars in t~e aggregate. Married taxpayers who fi~e 
3 jointly o: separately on a combined return shall 
4 ?rorat~ the seve~tee~ thousand five hundred dollar 
5 limitation betweer1 them based on the ratio of each 
S spouse 1 S net capital gain to the total net capital 
7 gain of both spo~ses. I~ the case of married 
S taxpayers filing sepa:ate returns, the amount of nee 
9 capitc:.l gai:1 to b2 li.sed to determine the amount :-::o be 

10 subtracted by each spouse sh&li not exceed eight 
ll thousand s~ven hundred E~fty dollars. 

41;112 Sec. 2. Section 422.21, unnumbered paragraph 6, 
l3 Code :989, is amended to read as follows: 
14 The department shall prepare and maKe available G 

?age l4 

l5 special return for filing a tax refunC cla:m :esulti~g 
16 from the net capital gain deduction authorized ln 
17 section 422.9, subsection 6. ~he-speeia~-~etarns 
12 s~~~~-~e-cie~i9~~e-~o-t~at-t~e~d~~a~t~ent-w~~~-be-ab±~ 
l9 ~o-~~~p~~c-da~~-~~a~-~de~~±f±@~-the-se~ree-a~d-ty?e-~~ 
20 ~he-eap~~~~-;~~n5-and-~esse~-a"~-the-geo~rep~±cal 
2l ~oe&~+o~-~~-~~e-t~Bneaet±~~e-~"ve~v±~;-~~e-ea~±te~ 
22 gains-a~ci-~osses~--ey-~en~a~y-iSy-19857-~~e-depe~t~e"t 
23 sha~~-~e~e-eva±leb~e-to-the-gene~a~-a~se~b~y-the-~ate 
24 ~Offi?ile~-~~o~-the-spee~a~-~e~e~~s-~~led-dcr±nq-the 
25 prev~o~s-eBi~~2er-yeo~7 
26 Sec. 3. This Act is retroactively applicable for 
27 tax years beginning on or after January 1, 1989.'' 

'fJ;'f2a 2. Title page, by striking lines l through 5 c.r:d 
29 inserting the following: "An Act relating to state 
30 individual inco~e tax by giving capital gain deduct:on 
31 treatment to limited amounts of capital gain, and 
32 providing a retroactive applicability date.'' 

By CO~~ITTEE ON WAYS AND MEANS 
TABOR of Jackson, Chairperson 

H-4349 FILED Y~Y l, 1989 

odop\lcl. "5-3-gq lp 2..?Yf2-} 
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SENATE FILE 537 
H-4404 

l 
2 
3 
4 
5 
6 
7 
8 

Amend amendment, R-4349, to Senate file 537, as 
amended, passed, and reprinted by che Senate, as 
follows: 

1. Page l, 
following: 

by inserting before line 5, the 

"Sec. 100. Section 422.4, subsection 17, paragraph 
c, Code 1989, is amended to read as follows: 

c. The annual inflation factor for the 1988 
one hundred oe~cent. The a~nual 9 calendar year is 

1 n E l a c i o n -==-=ac:c:..::::.;o::..r=----=f-=o:..:r'-----t;:-h: :;;e--=l:..:9:..;9:_0~·-.-::.c-=a:.:l:..:e::;nc;.o:::· =a-=r___.y'-e=-a=-::-• ---cic.:so.-o=n-=-e 
"h-':u'-'n:.:d:.:r:_..e::-d':-:=f'p-=e::;r;-c::-err.:..:n-=t'-''--'n-"o=t.:.:w-=i-=t:.:h.::s:c.::.t::a.::n..::d:..:io..:;n_g_!_tte comou tat ion u :-:de r 
~agraph "a". 

:o 
2.1 
12 
13 
l4 
lS 
16 
l7 
L8 
l9 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
"8 
49 
50 

Sec. 101. Section 422.4, subsection 17, Code 1989, 
is amended by adding the following new paragraph: 

NEW PARAGRAPH. e. IE for a calendar year, 
paragraph ''d'' does not require the annual ~nflaticln 
factor to be equal to one hundred percen~ t~en the 
annual inflation factor is as compu~ed under parag~aph 
''a'' unless the most recent inc:-ease in adjustment for 
inf.lation was to the tax bracke~s rather than the 
standard ceduction ir. which case the annua2_ inflat1on 
factor is one hundred percent. For purposes of this 
pa~dgraph, the ir.crease in the standard deduction 
amounts for tax years beginn~ng in the 1990 calendar 
year is deemed to be a~ inc~ease in adj~stment for 
inflation. 

Sec. l02. Section 422.5, subsection 7, Code l989, 
:s amended to read as :allows: 

7. a. Upon determination of the latest cumulacive 
inflation factor, the director shall multiply each 
dollar amount of the tax brackets set forth in 
subsection l, paragraphs "a'' end through ''i'' of this 
section, and each dollar amount specified in ~his 
section as the maximum amount of annuities received 
which may be excluded in determining final taxable 
income, by this cumulative inflation factor, shall 
~ound off the resulting product to the nearest one 
dollar, and shall incorporate the result into the 
income tax forms and instructions for each tax year. 

b. If the tax brackets for a tax year would have 
been adjusted except for the operation of section 
422.4, subsection 17, paragraph "e", the director 
shall adjust for inflation the standard deduction 
amounts specified in section 422.9, subsection l, as 
may have been previously adjusted under this 
paragraph. In determining the amount of adjustment 1n 
each dollar amount of the standard deductions, the 
director shall estimate by October 15 the fiscal 
impact on state revenues :f the tax brackets would 
have been adjusted, except for the operation of 

-1-
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l section 422.4, subsection 17, paragraph "e". The 
2 director shall then determine the amount of adjustm~nt 
3 in each dollar amount of the standard deductions which 
4 will result in the same fiscal impact on state 
5 revenues_for the tax year as if the tax brackets had 
6 been adjusted. The same percentage amount of 
7 adjustment shall be ~ade in each dollar amount of ~he 
8 standard deduccior:s. Any adjustment in the standard 
9 de?uctions as a result of this paragraph shall 

10 continue for subseouent tax years until otherwise 
ll adjusted as Qrovided in this paragraph or other 
12 P!ovis~9n of law. 
13 Sec. 103. Section 422.9, subsection l, Code 1989, 
14 is amended to read as follows: 
15 l. An optional standard deduction, after deduction 
16 of federal income tax, equal to one thousand ~ .. <::> four 
17 hundred t"~~ty dollars for a married person who files 
18 separately or a single person or equal to three 
19 thousand 'eh~~ty four hu!1dred fi._fty dollars for a 
20 husband and wife who file a joint return, a surviving 
21 spouse, or an unmarried head of household. The 
22 optional standard deduction shall not exceed the 
23 amount remaining after deduction of the federal income 
24 tax. 11 

25 2. Page 7., by inserting before line 12 the 
26 following: 
27 "Sec. 104. Section 422.21, unnumbered paragraph 4, 
28 Code 1989, is amended to read as follows: 
29 The director shall determine for the 1989 and each 
30 subsequent calendar year the annual and cumulative 
31 inflation factors for each calendar year to be applied 
32 to tax years beginning on or after January 1 of that 
33 calendar year. The director shall compute the new 
34 dollar amounts as specified to be adjusted in section 
35 422.5 by the latest cumulative inflation factor and 
36 round off the result to the nearest one dollar. The 
37 annual and cumulative inflation factors determined by 
38 the director are not rules as defined in section 
39 17A.2, subsection 7. The director shall determine for 
40 the 1992 and each subsequent cal~ndar year if an 
41 adiu~tment in the standard deductions, as provided in 
42 section 422.5, subsection 7, paragraph ''b'', are 
43 ~uired for tax years beginning in that calendar 
44 year. The amount of any adjustment in the standard 
45 deductions determined by the director are not rules as 
46 defined in section 17A.2, subsection 7.'' 
47 · 3. --·Page 2, by striking lines 26 and 27 and in-
48 serting the following: 
49 ''Sec. Sections l and 2 of this Act retro-
50 actively apply to tax years beginning on or after 

-2-
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1 January 1, 1989. 

MAY 4, 1989 

2 Sec. Sections 100 and 103 of this Act apply 
3 to tax years beginning on or after January 1, 1990. 
4 Sec. Sections 101 and 102 of this Act apply 
5 to tax years beginning on or after January 1, 1991." 
6 4. Page 2, line 29, by inserting after the word 

Page 30 

7 "Act'' the following: ''relating to the indexing of tax 
8 brackets and the standard deduction for income tax 
9 purposes, increasing the amount of the standard 

10 deduction,". 
11 5. Page 2, by striking line 32 and inserting the 
12 following: ''providing certain applicability dates." 
13 6. Renumber as necessary. 

By TABOR of Jackson 
H-4404 FILED ~AY 3, 1989 

ADOPTED ) 3-gq (p 2_3q I) 
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SENATE FILE 537 
H-4404 TO H-4369 TO SENATE FILE 537 

FISCAL NOTE 

----------------··----- . 

A fiscnl note for H-4404 TO H-4349 TO SENATE FILE 537 is hereby submitted 
pursuant to Joint Rule 17. Data used in developing this available from the 
Legislative ~iscal Bureau to members of the Legislature upon request. 

H-4404 to H-4349 to Senate File 537 does the following: (a) increases current 
standard deduction amounts by 14%, $1,230 is raised to $1,400 and $3,030 is 
raised L<> $3,450 effective for tax years 1990 and beyond; (b) except for tax 
year 1990, retains the trigger for indexation based on the size of the General 
Fund ending balance; {c) for subsequent tax years, if indexation is triggered, 
brackets will be indexed as they are currently indexed, tJnless brackets were 
indexed prcviousiy, in 'f'lhich case. the depat."tment is to detBrmine the fiscal 
effect of indexing brackets and then instead standard deduction emounts wilt be 
increased by sufficient amounts to reduce taxp3yer liability by the same amount 
that would have occurred under bracket indexation. 

Fiscal Effect 

The effect of increasing the st:~ndard deduction amounts for tax 
estimated to be a $9.7 million reduction in taxpayer liability. 
law, if indexation of brackets were triggered for t:!x year 1990, 
in taxpayer liability is estimated to be $9.9 million. 

year 1990, is 
Under current 
the reduction 

For subsequent years, <..~hen indexation is triggered, this amendment will not 
have a different effect on the General Fund in terms of the total amount of 
reduction to the General Fund, since further standard deduction increases would 
be designed to have the same fiscal impact of bracket indexation. 

Source: Legislative Tax Model 
(LSB 2721sv.2, PDD) 

FILED MAY 3, 1989 BY DENNIS PROUTY, FISCAL DIRECTOR 
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DOUSE AMENDMENT 
SENATE FILE 

TO 
537 

S-4106 
' A~end Senate FtlP SJ7. as amended. passed, and 
2 :epr~n:ed by the Se~~~e. as follows: 
3 By striking every:hing after the enactl~g 
4 c:aL:se a~d tnse~~ing ~he foilowtng: 

subsec':.ion s 
i) 

3 
9 

.. 
;.. ;.. 

12 
~ 3 .. - .. 
.6 
' , 

Sec~icn 100. Section 47.2.4, 
?ar3g~aph c, CoCe :o read 

for ;:~~ 

3.5 :':ollo·..:s: 
~988 ..... . The anr.J'"~i. 

i989, :..s ar.iended 
:::f~at~on factor 

::-a~C:"~,-;a:- ye2.~ :.s .;::.;-~e :~undred ~e:--cel.t. Th~ a;;;~;_:al 
i~~la~io~ f~ctc~ far ·:~e ~99S caietlda~ ·;e~~ ~s one 
s·t_;~~;;r~.:·:i~ oe::'c:e:~~-,··· ;-';()~:--~~- ... thstar;er:· r.q ~he COrltCi..:::.?-;-. :.or: ;;:~dr:!;' 
-----· ~_......__ ____ .. ---·· -·----· ----··--------- ·--· ·--

~-~--~~~~~:_:_ Sec. ~0!. Stc~:r>r: ·!22.~, S';Jbsectior: ~' 
-. .:;;·h:-::Ced 8y ~Gd~·~s :.r;e follcwi~g ~1ew t-ia~·a:;ra;>f'.: 

~E~ 2ARAGR~?~. ,_ 
?.:.t:"<=;q:-,:.:JF~·· dc .. :-s 
:._~ . ._::~ ':-~ ::c ;)€' •.?~.:'iC ... ~ ~ 

- f ca~e0.dar 

~ s a::: 
{!:~:! .. .:..:. 

~[; ··~·· '!~: ... c~:.s '~0.f-... ;·-~~~ ·~·(."(·~':. ;.~~crease i.r: ac;,:s:...;-r,p::: 
19 ;.n:.l<1~.lc:·; .... ,as :::--.e :_ax ::;:ac:.<.ets ~at~e: :hr.!n : :1•::: 

c (' .. 

2 ·, 

22 
23 

_,,_. 

. -. 
'c 

,, 
, I 

48 
49 
50 

~ncro::a.se 

l:.f~a~ic;--.. C::JCe l9B9, 
Sec. ~:J/.. 

1~ 2!1e~d~d ~c ~e&d a~ fo::o~s: 
a. -.J9''~1 :je':".e:-:-7l.:..nac.l.o:~ of ~he la:~s:-. c:~~:...:..:..at . 

. . .:: c ~ : . ) ~~ , :::= :"" ~.: 

.. :: ~·-~- .r.aJ :--:...: ~_-.· .. 
. - C· , ...... :, .. ~,' . ' . 

- 2 :··. d ::· : ':-? 

::.a. 

. ';:.. ::: 

__ .. -·--- -=---- . . . ..... ?. ... ::)~.--.-..~ I:". ce:i:r::-.:..nl:-10 ::~e a7101...:r.::-. c: , .. ~c~:.:·,:-.;:,e.;~r ::-.:.:-. .: ~-~ -. :_'l:--::. -- . ~acr. CO!.lar at.""~our-.:. o: the sta:--.dard cie~-G"C: .. ~c-=:;:;_:· t:.ht? 
C-..rec~8!." s:--.a1.2. ~s::.:.~.=:~e bY Oc':obe~ -~ t!':e ::sc·:;~ .. -
l~nact on state reve~ues if :he tax brackets wo:Jld 
nave 8eer. aci~usceO, 2xceot for the o~era:ic;-G~ 
sec~~OG 422.4, s~Ds~c:ion 17, oaracraoh e 7~e 

-1-
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S-4106 
Page 2 

,v,p.y 5. 1989 

.:. ·: · :~~- ~- :J -)-.-- s ~ ·c :.:: ion 4 2 2 . 9 , s ~: r.~ ~7; .:-· c t :~ c n 
~~0~d0d ~.) ~e~d as follows: 

,1: ;.:_\.::('(·.3..- :nco~e ::ax, 
;-:J~.,i:--:od ~~~!'~! dollars 

. '~ .~ 

; . 

··'} ,~,_,,-~ .. , ;::,rc1 · ... ·:.f·~ -,...~o :~:e '-; <·;!..--.~: ('~'::J:-r:, ... t :;...::·v~\.: _ 

2') :;_-•;.,_ .. -: ::.."'-:-a;-; ...::--,:T'.a-:-:."~ed heaC :J~ ~:c>·J:.;eho>i.. --~~~ 

2: .,_~:-'~ .. :-.:d: s::d~Ca:-C deCucc~o~: ~:--;a~: ;:0::. e:-:cP.~:·.: ~=--e 

' . 
S~c::::.or. 422.9, 
C~·de ~989, ... s 

26 ;~ardsrap~ a:ld :.nserting 1~ ~:e~ t~e:·eof ~~~ ~ai1ow~~q: 
27 r~~ raxpayer may :ecompute t~e :azpay~~·~ ~·~co~~ 

2U ~~x :~ability fer the tax year ~y subtrac~.::~q ~:en· ~~e 
L:.~ ::.xp~ye~ 's ::axable ir.co~e, as co:7:~;_;teC -..... i~:;:.>" ::-escr0 
]:"! ""--: ~~~s sucsec<.:.!:::>n, sixty ?e:."ce:'.!: ::f t:.!':e ~~o? .. ·_·apl~.a: 
3: ·.;,~·l:~ ~·:-cr:-. ~-~~e sale o: t:ht: E~:l.c:....·)~..:;: 

3"7 ~: (''...!S:r:ess, :J.S d.ef:..r!ed i.'l ..;~::c:-::...:;:~ .;?2.~2, :n :....·!::·:~:·, 

38 t~2 ~x?aye~ ~as em9Loyed or i~ wnich :~~ ·axpa~·er 
39 mit:e:;2lly part-Cipated ~or ter~ y~a:s, as ~e~~:1ec~ ... 
~() sec:~0n ~69!~J ~t :he Inter~al ~eve~ue Cccie, and ~~~c~ 
j~ ~as jee~ ~1eld ~cr a minimu~ 0~ :e~ years. 

f ., 

., . 

., -:, 

'" 1 nco:-:·.2 
-2-
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1 operations during the tax year. 
2 c. ~et capttal gain from the sale of breeding 

··l (fve~tock, other than cattle or. horses, if the 
·1 ll.vest(JC:.:. is helJ by th~ tax?UYr't fo( .3 period vf 
5 twelve months or more from the da.:e of acau1sition; 
6 but only if the taxpayer •ece1ved ~ore th~~ one-naif 
~ cE the taxpayer's gross incorr.e ~~8~ ~arming or 
8 ranch1~~q operatic:~s duri~g the tax year. 
9 d. Net cap~ta! qa~~ from the ~d:e of ~1~ber as 

:.o defi:-:~C :.r . .:;;:octi.-:n r;):{a) of '::.he i:;terr.a~ Rev~nue 

l2 

l 7 

Code. 
~r.e :1e: cap: tal gain of p2:-a<j~:aprs "a·•, "~", ··c··. 

a~i ''d'' tog~t~€~ sha:l ~ot exc20j se·;e~:eerl ~hc~sa~~ 
fi·;~ ~undred dollars for the c~x yea:. ~ar:ied 
t3xpay~rs w~c el~c~ sepd:ate ~i:~:1g {>r! a cc~~bined 
ret~r~ for sta:e tax 9urposes a~~ ~:ea~ed as G~e 
taKpaye~ and ~~P a:~ount of ~et C;~p:ta: g~in to be us~~j 
':o de~~ermine ~!~e :eta.: a:no:...:.;t ::-:-- :Je subtro.c:.ed by t:",f:'iT; 

l9 s~a~l not exc~,e~ se·;enceen 
do~:ars in t~e dgqre~ate. 20 

~~.:-t:s\::r;~~ :i.vP. ~-.J~d:c?C 

Marr:cJ taxpay~rs who 
or sepa:ately o~ a co:r:r.,.~.: eC :etdr:1 sr.o.!.: 

~r~rar~ ~he seve~~een tho~sb~~ 

:i.~i~at~cn hetwee~ them b~sec~ r~:· ·.he r.;tl-:: 
2.; S!)oc:::e·s nee cap~:a~ qai.!~ -::o tr. 1_' :-.:..:ta.:. ~--:·=r ,~dp!l~-
25 gai~ of bot~ spo~:ses. :n t~e ~2~~ ~f x2rr.e~ 

26 :axpaye•s f\l~:oc; se?ara~e re:"or::s, :he arccc.::lt of :~e: 
27 ca~~tal gain co be used :o de:er~i:1e t~e a~ou~t tC bP 
28 s~bt:acted by ea~h s~cuse shal: ,ot exceed e~ght 
?9 thousand se~;en h .. :ndred fifty dc:iars. 
3C; Sec. c04. Sec:cion 422.2c, ·;;'r;unberec [J2ra<;:raD!' 
3: C~C.::.- l.98S', is ~~:-:--e·~c~eC -:.o :~:ad~'.: f0~lo·..:~.: 

. " .... -.:' · .. 

3·; dol!a: a~o~:~:s ci5 S?~ci~ie2 -~ ~ ~d1~s:0~ :~ s~,:· __ .: 
38 47.2.5 by tr.e ~a~csc cumu:a::~v~ -~~::cr . .:.or~ :~c:.c:' .:1~--..:: 
39 round off tne ~esult to ~he ::eares[ one dc~iar. ~~~ 

40 an~ual and cu~u!ative inf:atic:: - . . 
:Gc~ors cet~r~1~ec ~~ 

' 1 ~. the directo: are net rules as deft~ed i~ sec:ion 

:;B .jeciJcc!.O~$ ~e:.:~~~;i~ed bv ::~e ·..1.:.:-ec~O!" c.re :;c: :u~.es .-.:::. 
--i 9 Oe f ~er;-·.:-::;e-c~ T0:1-~ 7 A. 2, s"~S--·.:::;. :::(:~i·-. -- --·--·-- ·--· 
50 Sec. 3. Se-ct~on 422.21-;---u~--~:r.-Oered pa:-ogra;>~: 5, 
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1 Code i.989, is ame:oded to read .:1s follows: 
2 T~e department s~all prepare and make avatlable a 

-~=·3 spec·ial return for Etling a tax.refund claim resulting 
~~an the net cap;ta! gaiG ded~ction authorized i~ 

5 sectio~ 422.9, 5GO~t~ctiOrl 6. ~~e-~oec±e~-re~~~~~ 

lf/.J~ 

6 jhHii-be-de~iq::~ci-~~-~h8~-~~e-depe=~meMt-wi~±-he-db~e 
7 to-eemp~~e-dst~-~~~~t-ideMtif~e~-the-~o~ree-~nd-t7~e-~~ 
8 th~-eep~~~i-qd~~s ·a~d-~o~~~~-e~d-the-~eog~ephi~ai 
9 ib~~t~eM-eE-~he-~r~~~aet±o~~-·:n~di~~~9-~he-ce~i~ei 

·a -~~~~-~~d-~-~Q~~---··Ow-~~~c~~~-~~--~aao--~~P-~~-d-~~~~-
' • ~} ....... .., .... • • .... -.J-' •.. - - • -· : ... ... • • (.... - I - ./ I ... -· - , ~ •• -· ..... ·- ~ •.• '•'- •... 

~~e;~-me~e-~~~~~~~~~-te-~~e-~~~~~a~-ct~~e~biy--~e-·~~~~ 
ce~?~~eci-~~om-~~~--~pee~o~-~e~,r~~-f±±eci-dcr±~s-~~~ 
~~e~~o~~-~aie~6~~-reb~7 

'' 
:.2 

Sec. Sec~_i,J:;:=; : a;:c L -JE :his !\c: ~·etro-
e:c,..;vc.·,·v ap,...,l•t -:·· ... - ... ·•1=>'7'1~.:.,; ;..~,.,n~·n·"" ~--.r1 (':~.· a~-~.ec 

I..J. '-~, :-'..._.: ~.._. • .;:,, '! ,,_.:.;.~ L)'::"-::• ••'"'-•''? ~ - - -

l J 
l_!, 

:s 
Ja~11ary 1,. :.~H9. 

s~c. s~cti,)~S !UQ a~d 103 ~f tn:s Ac~ apply 
t-:> ta:: years :-_.eq~:~:":.:-:~ n;: e:::- af:.:er ..... ·arn..:ary _, :990. 

Sec. Sr:.-~:~· >;;;::; ~0:. _;;'.C :.82 ::.r t'.:-'!l.S .:...c·~ app:.y 
20 to tax ~ears 8C~~~:~i:~s o~ -~~ afte~ :a~l:a:y ~. ~991. 

l& 
l 7 
i.8 
:..s 

2: 
71 

d!5f : 3 
U;o 9 2 4 

i~dex~nq oE :ax hrac:ke~s a~~ ~~~ s:aPdard c~d.jct:~~ 
:c~ :.;-.co;ne r.::::~ ~J-::-:_:---.-:-:::-:.cs • • ·~c:-.eas:.:~s :-.he amo-..::t -')f t.~:·: 
:-=> ::.a n d a ~ d de~;,: c: :_ ~. ~~- r~ , :- e- ~ a r. ~ :' s · -_ ·:- s ::. a·~ e ~ r-. d i. v ;. r~ 'J .:1 ~ 
income ~ax b·i ~:·v·;t'S ..:aplta.: ~air. ded;Jc:.ior; c:-ea:;ner:~ 
to li;~·:i::eC: a:n,Jl::~'~S ·)t ca?1::al ga;.r:, ar!d prov1J:.r.g 
certaln apptica~~l1ty dates. 

25 ,, 
<C 

27 
28 

S-4)06 ?l~ED ~~~ '· :y89 
C<d.;F-/ .4-' v.Un.aw:?/ 5/.; (d. _;;o q.J) 

·----

~ECS r~JED FROM :'HE El~-~:sE 

r. . ' 
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SENATE FILE 537 
S-4109 

A~end :~e ame~dmen~, S-1:06, ~c SA~a[e ~~:e 537, as 
2 a~ended, passed, and repri~ted by the Senate, as 
;. folJ..ot..:s: 

l. ?age ~, by :r.se~r.i~g bef~~e :~ne 26, 
... follow.:.ng: 

''Sectio~ 210. Section 422.5, subsec:ion 1, 
7 l989, is amended by add:.ng cC.e foliowi~g ~e·• 
tl paragraph: 
9 ~;::::;..; PAR~.GRA?:-i. 

tO ~axab:e i.ncone cf 
l. 7he :ax 1mposed ~po~ 

a ~es:Cent shareholde~ i~ 

Code 

~A ccrporatio~ which has :;~ effect ~or ~he :ax yea~ a~ 

i2 elec~ion under subchapte: S of the In:er~al ?e~·enue 
13 Cede a~d carries on busi~ess withi~ and w~tt!c~: ~he 
:4 s:ate shall be co~p~ted by :educing :he a~otJtlt 
:.s deter:;~ineci pursuan~ to ;;arac;raphs "a" ::•ucugr. "~" ;:,y 
16 ~he a~ounts of r1onrefund2ble c~edits ~~der thLs 
~7 a:vls1on and m~ltiplyi~g t~is res~lti~g amoun~ by a 
18 ~~actiO<\ of ~hich :he r~s•de~t's net i~corne a:~ocared 
19 to !owa, as dete:~i~ed in section 422.8, subsection 5, 
20 is :he nu~erator and t~~e :eside~:·s total ~e: incame 
2: computPd ~nder sectio~ 422.7 :s :he denomi~atoc. This 
22 provision also applies t~ individ~als ~ho are 
23 residents of :owa for less tnar. the er.:ire ~ax year. 
24 Sec. 211. Section c\22.5, subsectLor. l. l_)aragraph 
25 k, subparagraph (3), unnumbered paragraph 3, Code 
26 1989, is amended to read as follows: 
27 In :he case of a resident, incl~ding a resident 
28 estate or trust, the sta~e·s apportooned share of the 
29 state a:ternative minimum tax is one h~ndred percent 
30 of the state alternative minimum tax ccmpu:ed in th~s 
33. subsection. In the case of a resident or ~ar~-vear 
32 res1de~t shareholder in a corporat1cn wh1c~ has 1n 
33 etfec: f0r the tax vear·-~election ..:.nder s!;bc:~aoter s 
J~ of :he Internal Revenue Code and carrfes on business 
35 Wlthin and without the s:ate, a nonres1de~t. 1ncluding 
J6 a ~o~resident estate or trust, or an individual, 
37 estate, or :rust that is domiciled in the state ~or 
38 less than the entire tax year, the state's apportioned 
39 share of the state a~ter~ative minimum tax is the 
40 amount of tax computed ucder this subsection, reduced 
4l by the appl1cable credits in sect:ons 422.10, 422.ll, 
42 422.l:A, a~d 422.12 and this res~lt ~ultiolied bv a 
43 fraction with a numerator of the sum of state net 
44 incoT-e allocated to Iowa as determined in section 
45 422.8, subsectlcn 2 or subsec:ion 5, whichever ~s 
46 anolicable, plus tax preference 1tems, adjustme~ts, 
47 and Losses under subparagraph (l) attributable to Iowa 
48 and with a denominator of ~he sum of total net ~~coree 
49 computed ur.der section 422.7 plus all tax preference 
50 items, adjustments, and losses under subparagraph (l) . 

-l- ; 

I 
I 



s-~J..og 

f'uc;e 2 
~ !11 computing this ~ractio::, t~ose ite~s excl~~a[J_e 

2 under subparagraph (l) sha:: ~ot be used i~ ca~ptlti~g 
3 tile tax preference items. ~ar~ied tax?ayers e}.ectin~ 
~ to ~i.:e sepa~ate ret~r~s ~r separately on a co~b~~~ed 
., re~l!::n must a~_loca;:.e :!:e ~n::;i~~ir: ::ax ~orr.-puted i:--. ::.C.~s 

,, Stlbsection in t~e prc?Crt~on ~~at eac~ spc~se's 

- respecsive preEere~c2 ite~s, adj~st~entsr a~d ~nsse~ 
S ~nder subparagraph (l) bear ~:) the combined preference 
; i~ems, aJ~ust~en~s, and :asses ~nder sub9a:·aqr·~ph (l} 

~0 of both spouses.·~ 
2. Faqc 2, by· .~:"!serting beE-~re li::e l?, the 

.tollowinq: l2 
13 ·~sec. 212. Section 422.7, Code 1989, is amended by 
l4 ~dding the Eollcwi~g new subsectio~: 

l5 
NEW SC3S~CTTON. 19. Reside~t shareho:ders o~ a 

corporation w~ich has an election in ~ffect ~nde~ 
~7 subshapter S of the Inter~al ~evenue Code sha~~ add 

th~5.r propcrtiona~e s~are of a deemed dis~~~b~:icn of 
currerlt year income ~0 t~e exte~t thac the sa_ar~as, 
wages, or other compensation for serv.~ces perfor~Qd of 

18 

2G 
2l 

24 
25 
25 
27 

29 
30 
3l 
32 
33 

...,., ._.;...··re"o·o·ors c·oes -~· equ--- '""<:::.1 '""'""'""-~:>nt· o 1
-" .-....:.•· ':'.i_.. .J••C:. ~·1 .. '- ._ . •:'-'L <:1.- '-"-i .:::-'-.;;;; .. ..._.~ ·, 1.. ' ''-''•. • 

:ncome o: ~~1e ccrporac10n CO!npu~ed 1~ acccrca~ce w:tn 
section ~22.35 a:1d co~sideri~g items of income and 
exper,se whic!-1 pass d.: r~c~ ~y :.::~ t!ie shareholders ·-.!::de~ 

provis~c~s of the =~~er~a: Reve:~~e Code before 
deductio~ cf s~areho:der5' sa~a:~es, wages, 0r s~~er 
compensation fo~ services pe:for~ed. In additio~ 
there shall be added any cas~ or t~e value o~ a~y 
property distribut~o~s rrade to t~e exte~t t~:ey are 
:nade frcm i~come upcr~ which :::;-,..;a !.;;come tax l":as r:ot 
~ee~ p2id as determined ~nder ~u:es sf ~~~ 2~rec~o:. 

Sec. 2l3. Sec~ion 422.8, Code ~989, ~s ame~ced hy 
&ddir1g the ~oilowi~g new s~osect:on: 

:~::::·; SC2S:C7ICi.'! ~ 5. .:!... res ;.Ce;::: ';; :.:;cc:il'= 2~ l.8cc:b:.e 

,, Za~rly ~;~~ ~~~~~:2b:y att:ib~~ab:e wicho~ .. -~:e s~::tc 

~ndP~ se~t~on 422.33. ~or t~e c~rpc~es cf ~~~i~ 
3S s~bsecric~, ''co~poratio~'' ~ea~s a c~rpo~a~~~n ~~~~~ 

~as in effect for the tax year an e1.ectio~ ~~der 
subchapte~ S of the :n~ernal Revenue Code and car:ies 
01~ busi~ess part~y wi~hi~ and partly ~it~ou~ t~e 
state. ~~is provisio~ also appl~es tc ~ndividL:a:s w~o 
are reside~ts of :owa fer ~ess than the en~ire t2x 

-HJ 
4l 
42 
43 
L ·' -~ 

~5 year_" 
<6 3. Page 4, .:.:.:--.c- :.4, ·oy str~~i:--g 

L:: a:;d i~serting c!Je :o:::..owi.ng: u 2, 
4S 21.3 11

• 

49 
,, 
" . ?age 

:: :!e 
2:!.0 

·,.;vrds 

' 2 l l ' 

.. 
2-:ld 2 n 

2 ~ 2 • and 

50 11 :_}Ur.pos2S, 11 

4, :.::1e 2~, c·,.. 
~'le fc:.lowir:c;: 

:.~ser:.:.ng afte~· 
~~providing for 

-:-. :-;e 'NOrd 
ir~come 

Page 3 
l taxation for ce~tai:1 shareholders of subchapter S 
2 corporations,". 
3 5. By renumbering as necessary. 

By CALVIN 0. HULTMAN 



MAY 8, 1989 

SENATE FILE 537 
S-4188 

·- 2 3 

~~end the House amendment, S-4106 to Senate File 
537, as amended, passed, and reprinted by the Senate, 
as follows: 

4 
5 
6 
7 
8 
9 

l. By striking page 1, line 5, through page 2, 
line 31, and inserting the fo:lowing: 

"Sec. 300. Section 422.4, Code 1989, is amended by 
adding the following new subsection: 

NEW SUBSECTION. 18. a. "Annual standard 
deduction factor'' means an index, expressed as a 

lO percentage, determined by the department by October 15 
ll of the calendar year preceding the calendar year for 
12 which the factor is determined, which reflects the 
13 purchasing power of the dollar as a result of 
14 inflation during the fiscal year ending in the 
15 calendar year preceding the calendar year for which 
16 the factor is determined. In determining the annual 
17 standard deduction factor, the department shall use 
18 the annual percent change, but not less than zero 
19 percent, in the implicit price deflator for the gross 
20 national product computed for ~he second quarter of 
21 
22 
23 
24 
25 

the calendar year by the bureau of economic analysis 
of the United States department of commerce and shall 
add one-half of that percent change to one hundred 
percent. The annual standard deduction factor and the 
cumulative standard deduction factor shall each be 
expressed as a percentage rounded to the nearest one­
tenth of one percent. The annual standard deduction 
factor shall not be less than one hundred percent. 

b. ''Cumulative standard deduction factor'' means 
the product of the annual standard deduction factor 
for the 1989 calendar year and all annual standard 
deduction factors for subsequent calendar years as 
determined pursuant to this subsection. The 
cumulative standard deduction factor applies to all 
tax years beginning on or after January l of the 
calendar year for which the latest annual standard 
deduction factor has been determined. 

c. The annual standard deduction factor for the 
1989 calendar year is one hundred percent. 

-26 
.27 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 Sec. 400. Section 422.5, subsection 1, paragraph 
41 k, unnumbered paragraph 2, Code 1989, is amended to 
42 read as follows: 

{-

43 The state alternative minimum taxable income of a 
44 taxpayer is equal to the taxpayer's state taxable 
45 income, as compuced with the deductions in section 
46 422.9, e~ee~t-for-the-net-ea~±~a~-9atn-ded~etion, with 
47 the following adjustments: 
48 
49 
50 

Sec. 401. Section 422.5, Code 1989, is amended by 
adding the following new subsection: 

NEW SUBSECTION. 10. In the case of income derlved 
-1-

?age 4 
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S-4188 
?age 2 

from the sale or exchange of livestock which qualifies 
2 ••nder section 45l(e) of the I~ternal Revenue Cede 
3 heca::se of drcugh:, the taxpayer ;nay elect to include 
4 the i~corr.e in the taxpayer's ne~ income in the tax 
S year follow:ng the year of the sale or exchange ln 
6 accordance with ru:es prescribed by the director. 
7 Sec. 402. Section 422.7, Code ~989, is amectded by 
8 adding the following new s~bsection: 
9 ''NEW SUBSECTION. !9. Subtract forty-five percent 

:0 of the net capital qaln from the following:''. 
l. l 2. ?age 3, by :nserting be~ore line 30 the 
L2 following: 
~~ "Sec. 403. 
i4 is amended by 

Sec. 30l. 
:.6 CREDIT. 

Sec:ion 422.9, subsection 6, 
stri~ing the 
NEW SSC':'cON. 

subsection. 
i22. :.2B EARNE:D 

Cade 1989, 

INCOME T!I.X 

~he taxes imposed ~~dec this division, less 
:s c~edits allowed under sectio~s 422.10 :trough ~22.12, 
;9 shall be reduced by a~ ear~ed ~~coffie c~edit eqJa: to 
20 fiv~ pe~ce11t of t~1e tedera: ea~~ed Lncome credit 
) . 

rece~ve~ by the ~ax?~~·e~ u~~0~ sectio~ 32(b) of :~e 
22 Iilterna:. Rev~nt.te C~de. A~~ c~~Ji;: :~ excess 0t r~e 

~3 rax lia~;li:y ls nonrefL:~dao_e. 
2, Xarried caxp~yers e~~cti~a to file sepa~ate 

2S =--~!:::1~:-.s :::;-: f:i~i.ns se~ara~e~y :.:::~ .-:; combi~~ed ret._!~~: :i1GY 

2S avai~ ~hemselves o~ ~he ed:~2d i~come credit by 
27 allo~dt:ng the ea~!1ed inco~e s~edit to each spouse ~t: 
)8 the propor:ion th~t each spouse's respec:ive ?arned 
29 lnccme bears to the total co~oined earned :ncome. 
JJ ~axoavers affected bv the al:ccation orovisions o~ 
3~ s~c~:;~ 422.8 shall ~e oe~xi.:~ed a de~uction for :.~e 
3° cr;or:t o·· 1 v in "he ~ .......... 1\ .. n• ca; ... 'y .,..,d eaui•a·o·,./ •- t.::....;;. ••-'-~- \....- a .•. v .... ~-....L-·- .;;. ~··'- - .. 
JJ a:lo~able to Iowa ~nder r~J.es prescribed by the 
3<! dl.recto:-. 11 

35 3. By s:rik:nq ;:-age 3, c.ic:e 43 thtough page "• 
36 lin~ 2J, a~d inserj:~~g the Eo:~o~ing: ''the ~99C 

37 c,~)-~ _ _;.:_C.ar _year a:_':.9~.~_s:!": s~~_?~:e:~t cale:1Cc:\r .~.E .. ~:--:e 
38 an~ua: a~d cumula~ive st~rda~d deduction Eac~crs :o oe 
Jg ~D_pJ.i.ed-tc tax vcc~s··oecin:·~i:--;q o~ ·Jr after J"a:11}..9£~ 
::(; of t!ia:: ca::.enda: ~3r. ·-rhe di~ector shall co:.~JG~e t~H~ 
~: ~ew dollar amounts of the standard deductions 

Specified i:1 sectio~· -i22.-~r, ~·...;bs_ection l, by ~~·.'? 
latest cumulati·:e standard deduc~ion factor ani round 

4~ e>ff t::e resul-t ::.o :ile nearest ~er. dollars. Tr:e~Ga: 
-~S arid~-:~Ulativi--s:d~~·aard ded,;c~ivn factors de:.e(:r-.~:~ed 
~6 b~he. d:.rector are_ r:ot rt.:le:.: .3S defined 1r. sect.~.Jn 
47 l7A. 2-;- ·Subsection i. 
4B 
49 
50 

Sec: 404. Secdcn ~22.2l. :.;nnumbered paragraph 6, 
Code :989, is amer.ded by st~iking the ~nnumbered 
paragraph. 

-2-
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1 
4 Sec. Sect;o .. s 300, 30·1, -.o..nd..__l_Q4 o_f__thts Act 

·- 2 apply to~x years beginning on or afteTJanuary 1, 
i 3 1990. 
- .,df 4 Sec. . Sections 400, 401, 402, 403, and 404 of 

5 this Act apply retroactively to January l, 1989, for 
6 tax years beginning on or after that date." 
7 4. Page 4, line 23, by striking the words "tax 
8 brackets and". 
9 5. Page 4, lines 24 and 25, by striking the words 

10 '', increasing the amount of the standard deduction'' 
ll and inserting the following: ''providing an earned 
12 income tax credit". 

S-4188 FILED MAY 6, 1989 
LOST, RECONSIDERED & ADOPTED 
(J-<•'') u 

SENATE FILE 
S-4189 

By CHARLES BRUNER 
BILL HUTCHINS 
BILL DIELEMAN 

537 

Page 6 

1 Amend amendment S-4188 to the House amendment, S-4106, 
2 to Senate File 537, as amended, passed, and reprinted by the 
3 Senate as follows: 
4 l. Page 3, by striking lines 5 and 6 and inserting in 
5 lieu thereof the following: "this Act apply to tax years 
6 beginning on or after January 1, 1990.• 

S-4189 FILED MAY 6, 1989 
ADOPTED (if .h11) 

By CHARLES BRUNER 



<>~ATE FILE 537 
e._"'.-'·'. NO'l'E 

A fiscal not~ fa~ S-4106 to SENATE: Fit£ 537 is hereby ,;l.l'buti.t:ted pursuant t• 
Joint Kule 17. Data used in developing this fiscal note is <Jvailabte f~om th• 
Legi$lative Fiscal Bu~eau to members of the Legislatu~e upoa request. 

S-4l06 to Senate file 537 strikes eve~ything after the eru.ccing clause ther 
adds provisions ~elating to the standard deducLion amounts~ indexation and tht 
capital gains refund program. 

Standard deduction increases: The amendment 1ncreases cur~ent standarc 
deduction amounts by 144; $1,230 is raised to $1,400 and $3,030 is raised tc 
$3,450 effective for tax years 1990 and beyond. 

Indexation: for tak year 1990, the trigger fo~ indexation based on the size ol 
the General fund endin~ balance will not operate. For tax years 1991 anc 
beyond the trigger mechanism will aga•n be operational. I£ indexation i~ 
triggered for tax years 1991 and beyond, brackets will be indexed as they arE 
currently indexed, unless brackets vere indexed pre"iously, in which case th< 
department •s to determine the fiscal effect of indexing brackets and tl':er 
instead standard deduction amounts will be increased by sufficient amounts tc 
reduce takpayer liability by the same amount that would ha"e occurred under 
bracket indexation. 

Capital Gains Refund Program: Beginning tax year 1989, only certain t f 
assets vould be eligible for the 60% capital gains deduction refund. Cen~c·ally 
the eligible assets must be {a) real property used in a business, in which the 
taxpayer materially participated, or was employed, and which was held for a 
minimum of 10 years, or (b) from the sale of livestock by taxpayers deriving 
more than half of their income from farming or ranching, or (c) from the sale 
of timber meeting certain I.R.S. guidelines. The $8.0 million cap on the total 
amount refunded would continue. 

Fiscal Effect 

The effect of increasing the standard deduction amounts for tax year !990, is 
estimated to be a S9.7 million reduction in taxpayer liability. Assuming the 
Department does not change withholding tables for tax year 1990, this effect 
would occur in FY 1991. Under current law, if indexation of brackets were 
triggered for tax year 1990, the reduction in taxpayer liability is estimated 
to be $9.9 million. 

For subsequent years, when indexation is triggered, this amendment will noc 
have a different effect on the General Fund in terms of the total amount of 
reduction to the General Fund, since further standard deduction tncreases would 
be designed to have the same fiscal impact of bracket indexation. 

Source: legislative Ta~ ~odel 

-2-

(LSB 272lsv.3, PD 

fiLED Kl\Y 4, 1989 BY DENNIS PROUTY, FlSCAL OIP.£1 
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REQ. BY SENATOR BRUNER 

A fiscal note for S-4188 is hereby submitted pursuant to Joint Rule 17. Data 
used tn developing this fiscal note is available from the Legislative Fiscal 
Bureau to members of the Legist3ture upon request. 

S-4188 :o Senate File 537 changes the capital gains refund program to an 
exemption tarzeted to specific types of gains, creat~s a non~efund~ble c~rned 
tncome .t3x credit equivalent to 5% of the federal earned income credit, 
provides for yearly indexatio:1 of standard deduct~ons, and provi~es for a 
four-year carryover of lncome derived from the sale or exchange of livestock 
sold in excess of the taxpayer's usual business practices. 

Capital Gains Exemotion: The program ls changed from a refur.d ?rogram to an 
exemption for tax year:; beginning on or after January 1, 1989. 45~ of net 
capital ga~ns say be e~empted for specific types of asse:~ gencral:y described 
as (a) reaL ?t'O?~rty used in a business, or from the sat~ cf -~ busi.:1ess, i..n 
which the t~xpayer materially participated, or was emp~oyed, and ~hich was held 
for a minimum of iU years, qr (b) from the sale of Livesto~k by :axpayers 
deriving more than haLf of their tncome from farming or ranching. cr (c) from 
the sale of timber meeting certain I.R.S. guidelines. 

Assumptions--Capita: Gains 

l. 1987 ca?ital gains activity 15 assomed to be predictive for f:;ture years. 
2. The Department was not able to specifical:y e~tim3t~ the ~f[ects for 

eligible reaL estate and intangibles capital gains without ~akin~ several 
relativeLy arbitrary assumptions which follow: 
A. ror real estate capital. gainst it was assumed :hat 50% o£ rC!ril estate 

gains wo~ld be eligible. 
8. For intangibles (stocks~ bonds), it ~as assumed tha~ 10% of 

intan~ib1es would qualify. 

Fiscal Effect--Capital Gains 

Using the above assumptionst Departmental estimates indicate that ~ 45! capital 
gain• exemption for ga1ns for eligible real property, inta~gih:es, and 
livestcck (JOuld !'"cs:..~lr. in roughLy $6.2 to $8.1 mi.U:.or. in :.1x. b..:r;cfit. This 
impact will. be increased by an unknown amoL:nt for E:l1gible timber assets. This 
provtston 1s effective for tax year 1989. The reduction to the Gen~ral fund 
would first occur in fY 1990. 

Stancia~d Deduction f~dexation: This amendment would index standard ~eductions 
yearly ef""-:ecti.ve fo;·-c.-ax years beginning on cr. after Janu.1ry 1, 1990. Standard 
deductions would be ~ndexed by SO% of the gross national product impllClt prtce 
deflator but would not be subject to a trigger based on the si'-e of the General 
Fund ending balance. 

Assumptions--Standard Deduction Indexation, Tax Year 1990 
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l. 

2. 

, FISCAL NOTE, SENATE FILE 537 
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Based on information from Data Resources, rncorporated, the standard 
deduction i~flation factor for tax year 1990 is estimated to be 2.3%. 
increasing the current amounts of $1,230 for individuals and $3,030 for 
JOlnt filers by 2.3Z ra1ses standard deduction amounts to $1,2&0 for 
individuals and $3,100 for joint tilers. 

Fiscal Effect--Standard Deduction !ndexation, Tax Year 1990 

The tax model 
$1.6 million. 
tax year 1990, 

indicates these amounts ~auld reduce taxpayer liability by about 
Assuming the Department does not change withholding tables for 

the reduction in the General fund should first occur in FY 1991. 

Earned Incom~ Credit: A nonrefundable tax credit equivalent to 5% of the 
taxpayer s federal earned income tax credit i!i ailowed for tax years beginning 
on or after January 1, 1990. This is estimated by the Department to reduce 
taxpayer liability by $1.5 million. Assuming the Department does not change 
for tax year 1990, the reduction to the General "und ohould first occur in FY 
1991. (LSB 2721sv.4, POD) 

FILED MAY 6, 1989 BY DENNIS PROUTY, FISCAL DIRECTOR 



SENATE AMENDMENT TO HOUSE AMENDMENT TO SENATE FILE 537 
H-4497 

1 Ame~d the House amendment, S-4106, to Se~are c1le 
2 537, as amended, passed, and ceprinted oy the Se~ate, 
3 as follows: 
4 1. By striking page 1, line 5, through page 2, 
S line 31, and inserting the following: 
6 "Sec. 300. Section 422.4, Code 1989. is ame~ded by 
7 adding the following new subsection: 
8 NE:-1 SUBSECTION. 18. a. "Annual s~.andard 

9 d~ductio~ factor'' means an ~ndex, expressed as a 
10 perce~~age, deter~ined by the departme~t by Octooec 15 
,, o~ t~e calendar year preceding the ca1.endar year for 
12 which the factor is determined, ~hich ~efJ.ects t~e 
13 p~rchasing power of the dollar as a res:Jlt of 
~~ i~Elation during the fisca~ y~ar e~d:~~ i~ t~e 
:s cale~dar year preceding the calendar year ~or wh1ch 
l6 the fac~or is determined. In dete~m:~::.g the an~ual 
:7 s~andard deduction ~actor, ~~1e depart~e~t shall use 
:a t;1e an~ua1 percent change, but not l2ss t~a~ ze:o 
:9 pe~ce~t. in the implici: pr~ce def:a~or ~or the gross 
20 n2~ional t:Jroduct compt..:~ed for :.:he sec-:>.11i "-1~a!:":er of 
21 tje cale~dar year ~y the bu:eau of ec;: .. ·o~ic ar1alysis 
?2 of the Ur~ted Sta~es department o~ co~~~~c~ a~d shall 
23 .adJ :Jnc-half ot ~;i.=.: pe~ceot ..:~.a:--.~0 :.:~. ~~;;.~ :--:...:..-;cr,·:-:; 
2~ percent. The an~~a: standard ded~c~j-~ ~ac~or a~d t~e 
25 cu;nclative standard deductio:·! facto:· ~:-:al :. eac~ ~(: 

26 i!xpressed as a perce~tage ~ou~ded ~0 .. :~e ::·:ar0st one-
27 ten~h of one percent. The annual s:a~da~~l Jeducti.o~ 
~8 factor shall not be less than one h~n·~~e2 ?er.:e:;t. 
2<; b. 11 (~l!T!Ulative standard dedi..ictiOf! :ac~oru it':ectns 
.10 t!-lP CJr:,C:·-·::· of the 2:1nual standard de·>.:.c:- io~ fac::c:t 
;·. t.: ... :.-..... _,,..9 ,o..,~,.. ,. ....- ~~- ~ ...... ,_. _ ... :-;r-1-,,..c· 
.J~ • O .. ·'~ :.. :.t•) ca.1.~ .. ca. lear aaa ........ 1. a.,., ..... • -:. ... a ...... .-.. 
J7. ded:Jc:~~.,~r: ~actors f,)r subse~uent ca:e:-:-~~;- yea::; dS 

31 de~.er~i:12C pursuant to this S\lbsec: :c::. ~::e 

·· c~~~~lative standard deduction ~ac~c: 2~~-~ies to all 
35 Lax yea:s beginni.:1g on or af:e~ Ja::ua:y of the 
·.;11 (.-::';.:.··-~-:"! .... ''.=oar <or ·.-~hicr the 'ates+· ~-~,-~ -=-~ s~-a;---d~··d , .. ,;.1.1- .&., ·• • ..._ '-'--"1•--_.,, •. ._.,_.. 

37 deduct:~n factor nas been dete~x1ncd. 
c. The annual standard deductio~ ~ac~0: for ~he 

39 1989 calecdar year is one hundred perce::~. 
Sec. 400. Sec~ion 422.5, s;.;bsecct~,)c: ~. pa~ag~aph 

,)l <, un:1umbered paragraph 2, Coce 1989, cs c:::te=-:ced ~o 
42 read as follows: 
43 The state alternative minimum taxaj~e i~co~e of a 
-l~ taxpayer is equal to the taxpayer's s~dt~ ~axable 
~5 i~come, as computed with the deduction:~ i~ secti8~ 
46 422.9, exeept-for-the-net-eap±te!-;eiM-~~6~etion7 with 
47 the following adjustments: 
·:8 Sec .. :;o:. Section 422.5, Code l989, ts amended by 
49 ctcding the following new subsection: 
SO NEW SUBSECTION. 10. In the case c:: :_i1Ccme derived 



HOJSE CLIP SHEET 1-'.AY 7, 1989 Page 79 

R-4497 
Page 2 

l from the sale or exchange of livestock which qualifies 
2 under section 45l(e) of the Internal Revenue Code 
3 because of drought, the taxpayer may elect to include 
4 the income in the taxpayer's net income in the t&x 
5 year following the year of the sale or exchange in 
6 accordance with rules prescribed by the director. 
7 Sec. 402. Section 422.7, Code 1989, is amended by 
8 adding the following new subsection: 
9 "NEW SUBSECTION. 19. Subtract forty-five percent 

10 of the net capital gain from the following:''. 
11 2. Page 3, by inserting before line 30 the 
12 following: 
l3 "Sec. 403. 
14 is amended by 
15 sec. 301. 
16 CREDIT. 

Section 422.9, subsection 6, 
striking the subsection. 
NEW SECTION. 422.12B EARNED 

Code 1989, 

INCOME TAX 

17 l. The taxes imposed under this division, less 
18 credits allowed under sections 422.10 through 422.12, 
19 shall be reduced by an earned income credit equal to 
20 five percent of the federal earned income credit 
21 received by the taxpayer under section 32(b) of the 
22 Internal Revenue Code. Any credit in excess of the 
23 tax liability is nonrefundable. 
24 2. Married taxpayers electing to file separate 
25 returns or filing separately on a combined retucn ~ay 
26 avail themselves of the earned income credic by 
27 allocating the earned income credit to each spouse in 
28 the proportion that each spouse's respective earned 
?.9 income bears to the total combined earned income. 
30 Taxpayers affected by the allocation provisions of 
31 section 422.8 shall be permitted a deduction to~ the 
32 credit on:y in the amount fairly and equitably 
33 allocabl? to Iowa under rules prescribed by the 
34 direccor. 11 

35 3. By striking page 3, line 43 through page 4, 
36 line 20, and inserting the following: ''the 1990 
37 calendar year and each subsequent calendar year the 
38 ann11a~ and cumulative standard deduction factors to be 
39 applied to ta~_ye.irs beginning on or after January l 
40 of that calendar year. The director shall compute the 
41 new dollar amounts of che standard deductions 
42 soecified in section 422.9, subsection 1, bv the 
43 latest cumulative standard deduction facto~ and round 
44 off the result to the nearest ten dollars. The annui' 
45 and cumulative standard deduction factors determined 
46 Qy_the oirector are not rules as defined in secci0~ 
47 l7A.2, subsection 1:-- -
48 Sec. 40Lr: Section 422.21, unnumbered paracraoh 6, 
49 Code 1989, is amer,ded by striking the unnumbe~ed .. 
50 f)aragraph. 

-2-
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l Sec. Sections 300, 301, and 104 of this Act 

e' apply totax years beginning on or after January l, 
1990. 

Sec. Sections 400, 401, 402, 403, and 404 of 
. this Act apply to tax years beginning on or after 
6 January 1, 1990. 
., 
I 4. Page 4, line 23, by striking the words ''tax 
a brackets and". 
9 5. Page 4, lines 24 and 25, by striking the words 

IJ ", increasing the amount of the standard deduction'' 
ll and inserting the following: "providing an earned 
12 income tax credit". 

H-4497 FILED Mft.Y 7, 1989 
CONCURRED { 't -' 7 i ¢) 

·a 
··~ 

RECEIVED FROM THE SENATE 

Page 80 
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AN ACT 

R£LA'l'lNC TO THE INDF:XH~G OE' 't'UE S'ri'JIDARD DEOUC1'i:O~i F<IR 1NCOY.F. 

TAlC PURfOSf:S, PIWVIOING AN f.AR~n:D INCOME TAX CR£01'1', RBf..A'!'­

H!(; -ro S'I-ATE I.NOIVIOUAL UICOME ~·p,:c: B'i GI'JU:G CAPt rt,l, CAIN 

Df:(lliC'riON TRf:HTMI\NT TO t,JMI'i"l::D A.V.Q\.Jti'!'S 0~' C~Pl'!A0 GAIN, 

AND PROV[D!~IG Ct:.RT,l.I.t~ I'.PPLICJ\B1L-I'i''! 01\TF.S. 

BC: IT liNAC'!'t.:D B'i 1'!U: GENERAL !\SSf.~DI.'i OF THI:: STA-rE OF IOWA: 

5\!ct i. .... "'n 1. S\!Ct i. on 01. 4. Cede 1989, is amendt~d hy cHid i nq 

tlle followi.nq nc·ol 511l>sect i.on; 

~l!..~.J?O.~S¥_C!_J~~· lfL a. "Anrnrc:d st:andard deduction 

f-lctor" nean~ an 1ndt•x, eJtprea:>ed as a percentage-, determine-d 

h1 tt\e d~part.tToent by October l~> of the caland<H yeclr precedirHJ 

tt\e calt!nda.r yt~ar for · .... tuch tht~ f,lctor is deterrnuu~d. lo'hich 

refl.f!'t:ts the purchas1nq po.,.er of th(! <loll.H as. a resJJ1t of 

i.nfl.ation during the fi!ical ye.:u endinq in t:h~ .::alPnddr yt.'aC 

preceding the Cclll~nd,u year for which the factor is 

dct.c-noined. In deten~i.ni.ng the annual stand,ud Oeduction 

f.lctor, the dP.part:n(•nt sh,lll use the annual percent ch,lnqe, 

but not. less t)1an ::ero percent, in the inplicit. price deflator 

fvr th~ <Jl"OSS lldt i.onal prcduct c:omput.eJ for t:ht~ second quarter 

of t.he c;ll~JH},H ye.:u by the b:.Jreau of econo:uc an.tlysis of tt":e 

UnlteJ States depclrtment of cor:-.rnercc and shali .:~dd <>OP-hcllf of 

that. percent chanqc 1:0 one hundred pPrcent. 'l'he ctnnual 

standa1·d deduction ta..:to1· ..«nd the curnul.uive standard 

ded\1Ct ion factor slhlll e.1ch be t~xpres.sed 'IS a pC1"CL>ntQ9(! 

rcunded t:o the nean~st one-tenth of oru~ p~;>rcent. '!"he ar,nu,ll 

st•mdard Jeducti\>n f.:.ct~or sh;lll nut be lt~.Gs ttl.=tn one hund:e-d 

percent. 

b. "Cumulative stand<Hd deduction factor" ne.lll:> the 

product ot the a:'llll.!dl St<lndard df;>duct.ion fdctor tor the ~98Y 

ca:endar year and ali annual standard deduct:on factars for 

Senate File 537, p. 2 

subseqlre~t c~iendJr years as detE!rmincd pursuant tel this 

subsection. The cur;ltll<ltive standard deduction factor ~ppl.le~ 

to all tax years beginning on or aft~r January i of t.he 

calendar ye.t~ f•H '""hich t.he lat:cst annu.al st.l!ldc1rd deduct icn 

f.:.ctor hds bP.Cn determined. 

c. The annual standard d~duction fa~tcr for t.ne Z989 

calendcu yi!<H is one- hundred pP.rf:(!~t.. 

Sec. 2. St~ction 422.~. Sl~bsection 1, paragraph k, 

unnumbere-d paragraph 2, Code 1.989, i:; arnencled to .:-ead as 

!ol.low.s: 

The st.ace altP.rnativ~ :ninirnurr ta:.:able iucone- oi a t.:txpaye: 

la equal to the taxp.:~.ye1· 's !Hate t.:.xable income. as cornput.ed 

t.'ith the deduction!'> in section 422.9, e)(eept--f!)t"··the-net: 

eaphtt~··.,"Tn-dednet:ton1 witll thP fcllowinq adjustmc~nts: 

Sec. J. secth1n 422.~>o Code 1989, is a(lt(~nde-d by adding t:te 

tol!O\..'ing nc.,. :~Ub!J(•c:t i<,n: 

~!!:"'' ~U_!!S~'£!0~. 10, ln the cas~ ot incornc dt~rive11 ft"C!n 

the salP or exch.1:nqe of liv>?fl.toc.:.: which qual!fie~ un.:lt!t 

section 45l(c) of Uu~ Internal RPVt~nue Code bec<JU:~e o( 

drollght, the taxp.:~yer may ele-ct. r.o include the incOC"\€': in the 

taxpay~r 's n(•t inc.:n:e in thP t.'l>: year follo· .... inq the ye;H of 

the ~ale or e-xchanq"' in dccord,lnce wit.h rules !He act i.bf"d by 

the director. 

S~c. 4. Section 4)1.7, CodP- 1989, ls ac::"\encicd by ;\ddi.ng t.h~ 

follo..,ill<J ne-.., aub:>t!Ction: 

!!._E!!_~.QR~E;C_!I..Q~. 19. Suntract toc:y-fl•:e pe1cl!'nt. vf the 

net capital qain f1·cm the fo?llo..,inq: 

a. Net ,:apital qain fr0m the Sillf! of teed ?IOperty used in 

a bu~~ness, ir. which the taY.t;Myer .... a~er i"'lly pa:t 1cipat"'d f('"t 

t:1~n ye.1rs •. os defined it\ s-ect1on 4€>'J{h) of th~ lnternai. 

Revenu~ Code-, and ·,..1C\ich has been ~e-\.d for c. rn:nimu.-.. of. t(!:l 

ye-ars, o: t:·or-. th~ sate of a b1.1s.i.~~s:;, a~ d<·!fino?d i.n SE!Ction 

422.42, II\ whlCh the taY.payer ·,..1as P.lt.IJ\.C.yed or in .... n1ch th~ 

l.l:<payer ~<tte:iali.'j ptHtic~p.'lt('C fot ten 1ears, afl. d~finaJ in 

s-ect ion ·169~h} of the int•~rna\ aevenue Cor!e, and ..,hi.ch thlS 
(I) 
"'I 
Ul w ... 
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been held f0r a minirur of ten years. th~ sal~ ~f a bJGi~esG 

~eans t~e GdlP of all or substantially all <J( t.he tangible 

pet·sonal propeny or servi..:oe <1f thL> business. 

b. Net capital gain from the salP of cattle :Jr h1,ra~s ~el~ 

Dy the taxpc~ycr for bre•!ding, draft, d;liry, or s.p:.J~U.nq 

porpost.~s for <l pet i0d of t\o'Pnt y-fouC' months 01 rnorP. ( rorr. the 

dat.~ of acquisit·.i.on; but ,:J!"lly if the taxpayer 1·ect~lVo?li :nore 

than on~:-half of the t.a:-:p<ti'~r '~~ qt·oss income trom farming or 

ranching operations duri.nq the tax yea:. 

c. l~et capital gain fro:"i'l th(t sdle of br@'eding livestcclo:, 

other thcsn cattle :Jr hots~~s. it thP .dvl~::>tock is hf!'ld by U1e 

taxpaye-r for ~t period of twe)vP. month'5 or !'lOre (ro:n thP. d<Ote 

o( acqut$ition: but only it the taxpayer rP.ceiv<:!d more than 

one-h.llf of the t~xpayer's gross. income from farming or 

ratH:hing operations during the tax 'jear. 

d. l-t~t capital gain from the sale of t.imf>Pr as defined ln 

se>ct:ion 61l(a) of the Internal Revenue Code. 

The nPt capital qaln of paragraphs ''a·•, ''b'', ''c'', and ''d'' 

together shall not exce~d SP.venteen thousan-:1 f:.vt.' hundrt~d 

doll;H:3 for thP. tax year. M.arr it~d taxpayers who elE!Ct 

separate filing on a co~bined r~turn [or state tdX purposes 

.are tr~ated a~ one t:.!J.xpayc-r _,nd the arnount ot 11et c.1pit,ll q;sil". 

to be us~d to determine t.he total <tlt'ount to bt! 5ublracted by 

thern sh;lll not exceed sevc:nteen lhOlts.lnd five h~.:.ndred dollcH:~ 

in the ~ggregate. Married taxpayers who tile jointly Cl 

separately 0rt a combin~d return sh<tll prol'ate> the aevcnt~tC:I~ 

thousand f.ive hun(jccd dollar lir1'.itatiort bet~·cen tht:n ba.sed on 

the ratio of P.ach spousP.'G ne: capital gain to the- tot.:.l net 

capital gain of both !ipouse~. In ':.he casP. of mart"lf!d 

taxp.lyP.rs fi1i.ng scpar.ltP. ret1Hns. thf.' a:n(~unt of ne•. capital 

qai;"l t.o be usr..d to detet·m1ne the arr.ount to be :'.\lbt:-act.<:c! bf 

each spouse shall not P.xceed etght t.hout~and seven hundr<:d 

fifty dollars. 

Sec. ~. Section '22.9, subsection 6, Code 1989, is a~eneed 

by strlltlnq ':he 5\lbsection. 

Sec. 6. NF.\i .?_l:C_7_1Qt:!· 412.128 ~ARNEO INCO~E ":1\X C~F.OIT . 
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1. 'the taxe::; imposed under t.his di.visi:Jn, ~ess credi.ts 

allowed under sections ~22.10 t..hrcuqh ~22.12, s.hall be reduced 

by .1n earned income credit equal t.o t i•Je percent :-,( the 

fP-deral earnP.d income crP-dit receive~ by the taxpayer under 

section J2(b) of the [nternal Revenue Code. Any credit 10 

excess of the tax liability is nonref~ndablc. 

2. M.auied taxpctyers electing to (il~ separate returns or 

filinq sf".>par.Jtel}· on .3: co:ni>inf..'d return nay avail thern!ielves of 

the Parned inccme credit by allocating th~ earned 1ncocr.e 

credit to each spou~e in the prop:-Jrt ion that Qach apouae' s 

rf"~pectivP earned income bean:; to the tot<tl combined ttarned 

1ncomt•. ':i'3xpayers aff\.•cted by thP alloc,lt:ion provi5i.:ms of 

secur,n 422.8 shall be permitted •l deduction for the credit 

only i.n t.h~ a~t~.ount. fairly and PquitdhJ.y allccable to towel 

under rulPs prescribed by the dirPctot. 

Sec. 'l. Section 422.:11, otwuubered piH4191'<tPh ~.Code 1989_, 

is am~ndP.d to read as follows: 

"ThE'! director shall detercr.ine f(n lht~ 1989 and each 

~\>bse-:;uent calPndar year th~ ann\litl and C•J:"!Ul.lt ive inflation 

Ltctots for eacil c,11endar year to h•~ appl1ed to tax yPars 

beq.int\inq on or after J.Jnuary 1 of that.. calend,u· yPar. The 

din.·ctcH shall conpute th~ new dollar arttounts as specified to 

be adjusted in sP.cti-::>n ~22.S by the late:~t cumulative 

inf'1d':lon factor <tnd round oft the- result t::- thP ne.H~st one 

dollar. 1'he annual and cumulutivc 1n~L1t.ion factors. 

det..errninet:3 Cly t:\P. d1rector ,ue not r\lles a.s defineO in section 

17A.2, !;Ubsection 7. !:_he. directO!_~l:'aJl. de_~!!.!,!)0..£.J-'~- tJ!e­
!.2.9~ .~le_f'!.2.!_~ Y.E.~~n~.~c.!:!_;?u.~~-~nt.:_ ca lt~nd.!.!.._year .!J:!e. 

<!.!l!!~.~-~...!.l).d ~u.~t.~~--st~~di\r~ de?l!£~ il~ f:;~ors .:·~~b~ ___ <!-££1 iP.d 

t:CL...!_ax_y_~ar_~~<.l.!._~l:.!:...!!.s. :J.!l__::'~-~f!_S_I. :!2-.nl.!_!!'i !. .o.~~'.!.!._-~:'!_~en~a_£ 
'i!l.a ~ .:..._ .'!'~- t1 i __ ~C-'::..2~. sha_ll _ _s_orr£.':1 t: .t!.._ t ""'~.:._ :1~~-jc_!_l~ r .. it!'(~~-" t.:E . .9.!. 
the __ stact_sjdr~. _ded~E.!:J.o_n£ ~Eec_i fJ..~~-JJ.l.J!....eC,!;.i O!~ ..!!__12 :~'. ~ubsect i '?.!:! 

!...!.._ b~_tle_~~est .. cun_~ li!.!_~-"L~~ ~ld<?- !_d .~dl.!_s:Q~ ~~_O.E._?nd 

!...Q_Un"!...£ff~_':? ~..£.5~....:!_~- ~~-~tht! _ _i_\earest '.~.£.~ 0£!..!.~..!...:!..~ -~h.£__a~~ual:_ 

a~ .9~.':ll•~.!:i.:::_e .~t~ndar~--~.e.<;!~s_t_i_2_r- i_aC_!21' s. ~~tefl!i.!:!~d _py~J:l_'! 
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director are not rules as defined in section 17A.2, subsection 

7. 

Sec. 8. Section 422.21, unnumbered paragraph 6, Code 1989, 

is amended by striking the unnumbered paragraph. 

Sec. 9. Sections 1, 6, and 7 of this Act apply to tax 

years beginning on or after January 1, 1990. 

Sec. 10. Sections 2, 3, 4, 5, and 8 of this Act apply to 

tax years beginning on or after January 1, 1990. 
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