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1 An Act exempting from state income taxat1on pension 1ncome earned 

2 by a nonresident of the state and providing a retroactive 

3 applicability date. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. Gll)1~- H.F. 

l Sect1on l. SPccJOn 422.8. subsection 2, Code 1993, lS 

2 amended to read as follows: 

3 2. Nonreside:1t' s net· i'1come allocated to Iowa is the· net 

4 1nrome, or portion thereoE, wh1ch i·· derived from a busi~ess, 

3 ~cade, professicP, or oc:cupatir)~ car:1ed on wit~in chis state 

6 or in~-:oiTle Erom any n::-operr.y, t·~::::·, estate, tJ:· otr:er sourr:-e 

: o<;a • 

t::.:..s s::.=.:e anC 

:.rom a11v oro~~ct~, -- --. _ ____.. ...... - ... ·' ') !:er -;o~..:rce 

. ! 

,.,_-.ile :r.e 

l7 p~ r:: ~ y with!. r: 

:R a~( p~:~ty without the st~tf• che net 

--)~e to that part 

20 o: l..~;-= tl\r=>iness, trade, prof2s~~or:, ar oc•.:.:p.:.-.~_on carried o~ 

21 ~:th_~ ~~:~ std~~ is allocated co Io~a 

22 42,.s. s:.:bsection 1, paragraph "~"!_ c·~·' <;?•;t:•;;1 422.~3 and 

2~ -~come [:om any prope~ty, trust, 2S-6tc, o_ o··her source 

-~(! ~).;: .: :;' .;J..t~ln and part::..y · . .;it:,ou:.. ,_.:;-:-. s.:~c<..: l· a: located to 

/=-1 ··c·-~ · --.. ~-~I? '3ame nanner, exc~pt ;-:;;,.:-. a:-.:·. ~~ .e.J, inr:::r.-est on 

25 .~ ~eposits and i~terest-bear~ns Gb;i~at_:J!~s, and dividends 

,7 DrP ~;located to Iowa only to the e~:te:~t :o wn:c1~ ~hey are 

.·s dPr~ved from a business, trade, prot:~£s:on, 0~ -~ccupation 

20 ~a~'ie;l on within the state. 

-'· ·~::c:. 2. This Act applles retroact:vel;· :c .Jdnuary l, 1994, 

~'"- tox years beginning on or after thac date. 
- ? 

.:3 ~~~s ~ill exempts from state i.·cc~c :~x~:~on pens1on 1ncome 

·;4 dc~_v?f f:om a business, trade 7 prafas5~o~, or OCC!Jpatiorl 

J) ·:d:·r·;eQ on v;ithin Iowa, or froro a~y 0t.:1~.: so~.;:-::e within the 

-.-
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state, and received by a nonresident of the state and related 

directly to the nonresident's retirement. 

The bill applies retroactively to January l, 1994, for tax 

years beginning on or after that date. 
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FISCAL NOTE 

Page 3 

A fiscal note for Senate File 2074 is hereby submitted pursuant to Joint Rule 
17. Data used in developing this fiscal note is available from the Legislative 
Fiscal Bureau to members of the Legislature upon request. 

Senate File 2074 exempts from State income tax pension income earned in Iowa, 
but received by a nonresident o( the State. The Bill applies retroactively to 
January 1, 1994, (or tax years beginning on or after that date. 

FISCAL IMPACT: 

Senate File 2074 is expected to result in a loss to the General Fund of 
approximately $800,000 in FY 1995 and subsequent years. 

The Department of Revenue and Finance (DRF) estimates that, if a Michigan 
Supreme Court ruling were applied to Iowa, the impact to the State could be 
considerably less, because the State would not be able to tax the interest 
income portion of pensions of non-residents related to income from prior 
personal service performed in Iowa. The DRF estimates that the interest income 
portion lS approximately 50.0% of retirement income. Thus, although under 
current law the impact is $800,000, the impact would be closer to $400,000 i( 
Iowa's current statute were interpreted and applied in the same way as the 
Michigan statute. 

SOIJRCl!S: 

Department of Revenue and Finance 
Legislative Tax Model 

FILED FEBRUARY 3, 1994 

(LSB 3470SV, JAM) 

BY DENNIS PROUTY, FISCAL DIRECTOR 
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HOUSE CLIP SHEET MARCH 23, 1994 Page 45 

SENATE PILE 2074 
H-ssn 

1 .;mend Senate File 2074, as passed by the Senate, as 
2 follows: 
3 1. Page l, by insercir.g before l1ne l the 
4 following: 
5 "Section 1001. Section 422.7, Code Supplement 
6 1993, 1s amended by adding the following new 
7 subsection: 
8 NEW SUBSECTION. 29. Por a person who 1S disabled, 
9 or is fifty-five years of age or older, or 1s the 

10 surviv1ng spouse of an individual or a surv1vor having 
11 an insurable interest in an indiv1dual who would have 
12 qualified for the exeQption under this subsection for 
13 the tax year, subtract, to the extent included, the 
14 total amount of a governmental or other pension, 
15 retirement pay, annui:y, or other similar periodic 
16 payment made under a plan maintained or contrib~ted to 
17 by an employer, or ma1ntained and contributed to by a 
18 self-employed person as an employer, up to a maximum 
19 of three thousand dollars for a person who files a 
20 separate state income tax return, and up to a maximum 
21 of six thousand dollars for a husband and wife who 
22 file a joint state income tax return. However, a 
23 surviv1ng spouse who is not disabled or fifty-five 
24 years of age or older can only exclude the amount of 
25 annuit1es or other similar periodic payments received 
26 as a result of the death of the other spouse." 
27 2. Page 1, by s~riking line 30 and inserting the 
28 following: • 
29 ''Sec. Sect1on 1 of this Act, wh1ch amends 
30 section 422.8, subsection 2, applies retroactively to 
31 January l, 1994,''. 
32 3. Page 1, line 31, 
33 "da~e.'' the following: 
34 takes effect January l, 
35 on or after that date." 

by inserting after the word 
''Section 1001 of th1s Act 
1996, for tax years beg1nning 

36 4. Title page, 11ne 2, by inserting after the 
37 word ''nonresident'' the following: ''and resident''. 

By RANSEN of Woodbury 
H-5591 FILED ~~CH 22, 1994 

WITHDRAWN 
t.!/<1/ y'-/ 



HOUSE CLIP SHEET MARCH 23, 1994 Page 44 

SENATE FILE 2074 
a-5564 

Amend Senate F1le 2074, as passed by the Senate, as 
2 follows: 

4 
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10 
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l. Page l, by insert1ng after l1ne 29 the 
follo~oJing: 

''Sec. Section 422.73, Code 1993, is amended 
by adding the fo:1ow1ng nevi subsection: 

NEW SUBSECTION. 8. Notwlthstanding subsection 2, 
a claim for credit or refund of individual income tax 
paid for any tax year beginn1ng on or after January 1, 
1985, and before January l, 1989, is considered timely 
1f filed with the department on or before Apr1l 30, 
1995, if the taxpayer's claim is the result of the 
unconst1tutional taxation of federal oens1on benefits 
based upon the decision in Dav1s v. Michigan 
Department of Treasury, 489 U.S. 803, 109 s. Ct. 1500 
(1989). 

A taxpayer entitled to a credit or refund of tax 
paid under th1s subsection shall receive the credit or 
refund within the time frame used for other retired 
federal employees claiming a credit or refund of tax 
unlawfully imposed on their federal pensions during 
the same tax years.'' 

2. Page 1, by striking line 30 and inserting the 
following: 

''Sec. Sect1on 1 of this Act, which amends 
sect1on 422.8, subsection 2, applies retroactively to 
January l, 1994,''. 

By O'BRIEN of ~oone 
Et-5564 FILED MARCH 22, 1994 

WITHDRI.W~ 

I{ 1'/ -1'1 

• 



HOUSE CLIP SHEET MARCH 24, 1994 

~5613 
SENATE FILE 2074 

~ Amend the amendment, H-5564, to Senate Ftle 2074, 
- 2 as passed by the Senate as follows: 

3 l. Page l, lines 1: and 12, by strik1ng the word 
4 and figures ''April 30, 1995'' and inserting the 
5 following: ''Aug~st 1, 1994''. 
6 2. Page l, by st~iking lines 19 through 22 and 
7 inserting the following: "refund w1thin four years. 
8 Any claims for refund shall be payable from the 
9 federal retirees refund account, to the extent funds 

10 are ava1lable, as established in sec~ion 422.105. 
ll Sec. NEW SECTION. 422.105 FEDERAL RETIREES 
12 REFUND ACCOUNT. 
13 The department shall establish a federal retirees 
14 refund account tor the purpose of paying the refund 

Page 63 

15 claims of federal retirees pursuant to section 422.73, 
16 subsection 8. Funds in the account shall be as a 
17 result of a line item appropriation. If funds 1n the 
18 account are insuff1c1ent to pay all refund cla1ms, the 
19 department shall prorate the available funds.'''' 

B-5613 FILED MARCH 23, 1994 

01<;r",g ~ </~¥'/~~ 

By RANTS of Woodbury 

SENATE FILE 2074 
5619 

Amend the amendment, H-5564, to Senate F1le 2074, 
as passed by the Senate, as follows: 

3 1. Page l, lines ll and 12, by striking the word 
4 and figures ''April 30, 1995'' and inserting the 
5 following: ''August l, 1994". 
6 2. Page l, by strik1ng lines 19 through 22 and 
7 1nserting the following: ''refund within four years. 
8 The amount of cred1t or refund shall be equally spread 
9 over those four years. Any claims for refund shall be 

10 payable from the special refund account established in 
ll sect1on 422.105. 
12 Sec. NEW SECT:ON. 422.105 SPECIAL REFUND 
13 ACCOUNT. 
14 The department shall establish a special refund 
15 account for the purpose of paying the refund cla1ms of 
16 federal retirees pursuant to section 422.73, 
17 subsection 8. There is appropriated annually from the 
18 general fund of the state an amount sufficient to pay 
19 the refund claims of these federal retirees.'''' 

By O'BRrEN of Boone 
B-5619 FILED MARCH 23, 1994 

(Til+~~ 



HOUSE CLIP SHEET MARCH 31, 1994 Page 46 

SENATE FILE 2074 
B-5855 

l A~end tne amendment, H-5564, to Senate f1le 2074, 
as passed oy the Senate, as follows: 2 

3 l. Page l, by str:k1ng lines 3 through 22 and 
inserting t~e following: 

"__ Page l, by 1nserting after line 29 the 
follov:ing: 

''Sec. Section 422.73, Code 1993, is amended 
by adding the follO\·:ing net.; subsection: 

4 
5 
6 
7 
8 
9 NEW SUBSECTION. 8. Notwitnstand1ng subsection 2, 

10 a claim for credit or refund of 1ndiv1dual income tax 
ll pa1d for any tax year beginn1ng on or after Ja~uary 1, 
12 1985, and before Jan~ary l, 1989, 1s cons1dered t1mely 
13 1f f1led with the department on or before April 30, 
14 l995, if the taxpayer's claim is the result of the 
15 unconstitut1onal taxation of federal pens:on oenef1ts 
16 based upon the decision in Davis v. M1chigan 
17 
18 
19 
20 
2l 
22 
23 
24 
25 

-

6 
7 

~ 28 
29 
30 
31 
32 
33 

Department of Treasury, 489 u.s. 803, 109 S. Ct. 1500 
(1989). 

A taxpayer ent1tled to a cred1t or refund of tax 
paid under th•s subsect1on shall rece1ve the cred1t or 
refund w1thin four years. The a~ount of cred1t or 
refund shall be equally spread over those fo~r years. 
Any c:aims for refund shall be payable from the 
special refund acco~nt established in sect1on 422.105. 
~he department shall state on the actual tax form for 
the next four tax years a not1ce that federal retirees 
may be entitled to a cred1t or re:und under the 
prov131ons of th•s subsection. 

Sec. NEW SECTION. 422.105 SPEC;AL REFUND 
ACCOUNT. 

The department shall establish a spec1al refund 
account for the purpose of paying the refund cla1ms of 
federal retirees pursuant to sect1on 422.73, 

34 subsection 8. Beginn1ng with the f1scal year 
35 beg•nn1ng July l, 1994, there is appropriated annually 
J6 from the general fund of the state an amount 
37 sufficient to pay the refund cla1ms of these :ederal 
38 retirees."" 

H-5855 FILED MARCH 30, 1994 

By O'BRIEN of Boone 
HENDERSON of Scott 
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by a nonresident of the state and providing a retroactive 

applicability date. 
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 3470XL 75 
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S.F. H.F. 

1 Section 1. Section 422.8, subsection 2, Code 1993, is 

2 amended to read as follows: 

3 2. Nonresident's net income allocated to Iowa is the net 

4 income, or portion thereof, which is derived from a business, 

5 trade, profession, or occupation carried on within this state 

6 or income from any property, trust, estate, or other source 
7 within Iowa. However, income derived from a business, trade, 

8 profession, or occupation carried on within this state and 

9 income from any property, trust, estate, or other source 

10 within Iowa shall not include distributions from pensions, 

11 including defined benefit or defined contribution plans, 

12 annuities, individual retirement accounts, and deferred 

13 compensation plans or any earnings attributable thereto so 

14 long as the distribution is directly related to an 

15 individual's documented retirement and received while the 

16 individual is a nonresident of this state. If a business, 

17 trade, profession, or occupation is carried on partly within 

18 and partly without the state, only the portion of the net 

19 income which is fairly and equitably attributable to that part 

20 of the business, trade, profession, or occupation carried on 

21 within the state is allocated to Iowa for purposes of section 

22 422.5, subsection 1, paragraph "j", and section 422.13 and 

23 income from any property, trust, estate, or other source 

24 partly within and partly without the state is allocated to 

25 Iowa in the same manner, except that annuities, interest on 

26 bank deposits and interest-bearing obligations, and dividends 

27 are allocated to Iowa only to the extent to which they are 

28 derived from a business, trade, profession, or occupation 

29 carried on within the state. 

30 Sec. 2. This Act applies retroactively to January l, 1994, 

31 for tax years beginning on or after that date. 

32 EXPLANATION 

33 This bill exempts from state income taxation pension income 
34 derived from a business, trade, profession, or occupation 

35 carried on within Iowa, or from any other ~ource within the 

-1-
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S.F. H.F. 

1 state, and received by a nonresident of the state and related 

2 directly to the nonresident's retirement. 

3 The bill applies retroactively to January 1, 1994, for tax 

4 years beginning on or after that date. 
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'-
SENi\TE fiLE' 207 4 

AN ACT 

F.XF.MPTIKG FROM STAT8 1NC0Mf. TAXATTON P£NS rQN INC:OME EARNED 

BY A NONRESIDENT OF THE S1'A1'E AND PROVIDING A RETROACTIVE 

APPI,JCABIL tTY OAT f., 

BE rT ENACT£0 RY THE GENERAL ASSF.~9LY OF THf. S'I'ATf: OF lOWA: 

SectLon 1. SectLon 422.8, subs~ction 2, Code 1991, 15 

amended to read as follows: 
2. Nonrestdent's net 1ncome allocated to IO\JA 1s thP. net 

1ncom~, or portion thereof, which ls derLved from a business, 
trade, protessLon, or occup~tion carrted on within thas state 

or income from any property, trust, estate, or other source 

wtthLn Iowa. ~~~-~~ income dutved frC?~ __ a business, t_!_!~E"~ 

P!<?.f.es.~ion, or occupati~!l_ .. carr led S?~~.h1n th1s __ sta.~_':!:_and 

1ncome from a.!li'....P.~OP.~~ty, trust, estate:~ .. or .. «?.!her source 

~ ~ th ;~. _I_ow~--- sha 11 no~_1_~~ lud~--~ i. -~~.!. !~ut ions_ f fOJ!I. p_en~ i~!!~t. 

!.!'.£!ud1nq defined benefit. or deflned c_'?.!!..t:..~ .. ~~~..!:_!._on plans!. 

!nnul£~~-~- ~~51;_vid~.tal ret~.r~P".enl ~C£<;?Unts, and de!~-~~-~~ 

9_'?_mpensatlon plans .. or -~-ny earnin_g!>_!.~-~-!:J~ut~~.le thereto so 

!2!1.<.l. as .. ~he disl r ibu_t_i_~n i_~. directly rel~~~-~ __ t_Q_2.!! 

~s!_ividual's documented ret Lr~.!!!_!!:l.t .. ~~i...._~~c~ .. L_ved Yh11_~--~-~e 

lndi.l{~d.~dl is a no~~~-~_ident of t.h1s stdtf!'. If a busin.-ss, 
trade, protesslon, or occupat1on 1s cdrr1ed on pdrtly w1th1n 

and partly without t.he st.ate, only the pottl()n of ttle net 

1nccme whLCh LS faLrly and equLtdbly att.r~b•Jtable to that part 

of the busl.ness, trade, profession, or occu~Mt10n canied on 

within the state .s allocatE>d to Iowa for puq>-..,SP.S of section 

422.5, subsection l, pdrdqrdph ''j''~ and ~Pct.1on 122.13 and 

LncoltiP from. any property, t .. ust·, estate. or other source 

part·ly Wlthln ctnd pctrtly 'dittlout ttH~ St"iitt~ lS alloc;tted to 

ro· ... a 1n the <;ame manner, except that annult!('~. lnt:E"rE'st on 

bdnk deposits and l!lterest-becHlnq obllqdtL:>n<;, and dl·nd!•nJs 

- -
S~nate F1l~ 2074, p. 2 

ar~ allocated to !owa only to the extent to whLch th~y are 
derived fran a bus1ness, trade, profession, or occupat1on 

carr1ed on withan the state. 
Sec. 2. This Act applies retroactLvely to January 1, 19q4, 

tor tax years beq1nninq on or after that date. 

LE:ONARO L, BOSWEt.r. 

Pre5ldcnt of the Senate 

-------- -· ·- --·--
HAROLD VAN MAANEN 

Speaker of the House 

I hPreby certlty that thi<; bill originated ln the senatP and 

1s known as Senate Fllc 2074, Seventy-fifth General Assembly. 

Appcovod~fr' Y • 

TF~RY F.. BRANSTAD 

Governor 

1994 

JOHN r. DW'i£R 

Secretary of the SPndte 

Cll ., 
N 
0 ...., 
~ 


