Tt Sy

INCOME TAX JOINT SUBCOMMITTEE
OF THE

SENATE AND HOUE STANDING COMMITTEES ON WAYS AND MEANS

Submitted to the General Assembly

January, 1980




FINAL REPORT

INCOME TAX JOINT SUBCOMMITTEE
OF THE
SENATE AND HOUSE STANDING COMMITTEES ON WAYS AND MEANS

January, 1980

Senate File 494 passed by the General Assembly in 1879 cealled
for the Legislative Council to establish a Joint Subcommittee of
the Standing Committees on Ways and Means for consideration ¢f the
state income tax structure which should include indexing and its
effects on state revenues and existing state programs. The
Legislative Council authorized two meeting days and appointed the
following members of the Joint Subcommittee:

Senator David M. Readinger, Co-chairperson
Representative Walter Conlon, Co-chairperson
Senator Richard F. Drake

Senator Edgar H. Holden

Senator C. W. Hutchins

Senator Bob Rush

Representative Michael W. Connolly
Representative Mick Lura

Representative Emil S. Pavich

Representative Doug Shull

At the two meetings, the Subcommittee received information from
the Department of Revenue involving the effects that the income tax
changes made by Senate File 494 would have on state revenues, the
issues involved with legislation to allow for income averaging and
averaging of lump-sum distributions, the 1revenue effects con
amending the franchise tax and changing the deduction for federal
income taxes to an accrual basis. The Subcommittee also discussed
with the State Comptroller the meaning and make up of the
"unobligated general fund balance" as used in Senate File 494.

The handouts received by the Subcommitiee from the Department of
Revenue which are on file with the Legislative Service Bureau are
entitled as follows:

1. Senate File 494--Outline of Changes--Individual Income Tax
Law--Tax Year 1979.

2. Accrual Versus Cash Federal Tax Deduction.
3. Franchise Tax.

4. Income Averaging.
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5. A Report on the Issues Related to Income Averaging.
6. Lump-Sum Distributions.

7. A Report on the Issues Related to Lump-Sum Distribution
Averaging,

Also on file with the Legislative Service Bureau are all drafts
on income averaging and lump-sum distribution averaging and a draft
from the  Advisory Commission on Intergovernmental Relations
entitled "Inflation and Income Taxes: A Primer".

The Joint Subcommittee recommended that the following study
bills be drafted:

1. A bill authorizing individual taxpayers to income average in
determining their income tax liability with the bill based upon the
federal law and with a five-year residency requirement.

2. A bill authorizing the averaging of a lump~sum distribution
from an employee's pension, retirement or annuity plan in computing
the individual's income tax with the bill based on the federal law.

3. A bill providing for the deduction of the federal income on
an accrual basis in determining the individual or corporate income
tax with the transition year being 1980.

4. A bill to make the indexing provisions of Senate File 494
permanent and lowering the amount required in the general fund to
forty million dollars.

The Subcommittee also recommended that further study be given to
the amending of the franchise tax and to its impact.
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A BILL FOR

1 An Act relating to the indexing of the state individual income

tax.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Acts of the Sixty-eighth General Assembly,
1979 Session, chapter ninety~three (93), section one (1),
amending section four hundred twenty-two point four (422.4),
Code 1979, is amended to read as follows:

SECTION 1. Section four hundred twenty-two point four
(422.4), Code 1979, is amended by adding the following new
subsection:

NEW SUBSECTION.

a. "aAnnual inflation factor! means an index, expressed

as a percentage, determined by the department each year to
reflect the purchasing power of the dollar as a result of
inflation or deflation during the preceding calendar year.

In determining the annual inflation factor, the department
shall use the annual percent change in the consumer price
index produced by the bureau of labor statistics of the United
States department of labor and shall add one-~fourth for the
1979 calendar year, and twc-fourths for the 1980 calendar
year, three-fourths for the 1981 calendar vear and the total

amount for subsequent calendar vears of that percent change
to one hundred percent, except that the amount of the percent
change added to the one hundred percent shall not exceed the
greater of zero or the difference between the percent change

and three percent. The annual inflation factor and the
cumulative inflation factor shall each be expressed as a

> percentage rounded to the nearest one-tenth of one percent.

b. *“Cumulative inflation factor" means the product of
the annual inflation factor for the 1978 calendar year and
all annual inflation factors for subsequent calendar years
as determined pursuant to this subsection. The cumulative
inflation factor shall apply to all tax years beginning on
or after January first of the calendar year in which the
latest annual inflation factor has been determined.

¢. The annual inflation factor for the 1978 calendar year
1s one hundred percent.
d---The-apnual-inflatien-faecer-and-the-cumulative-inflation
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e d. Notwithstanding the computation of the annual
inflation factor under paragraph a of this subsection, the
annual inflation factor is one hundred percent for any calendar
year in which the unobligated state general fund balance on
June thirtieth as certified by the state comptroller by
September tenth of the fiscal year beginning in that calendar
year is less than sixty forty million dollars.

Sec. 2. Acts of the Sixty-eighth General Assembly, 1979
Sescion, chapter ninety-three (93), section four (4), amending
section four hundred twenty-two point five (422.5), Code 1979,
is amended to read as followc:

SEC. 4. Section four hundred twenty-two point five (422.5)},
Code 1379, is amended by adding the following new unnumbered
paragraph: .

NEW UNNUMBERED PARAGRAPH. Upon determination of the latest
cumulative inflation factor, the director of revenue shall

multiply each dollar amount cet forth in subsections 1 through
13 of this section and each dollar amount specified in
unnumbered paragraph 6 of this section as the maximum amount
of annuities received which may be excluded in determining
final taxable income by this cumulative inflation factor,
shall round off the resulting product to the nearest one
dollar and incorporate the result into the income tax forms
and instructions for each tax year. The-directer-shaii-net
atter-the-dellar-amounts-speecified-in-subseetiens-1-through
&a-ef—thie-seetien-£er-any-tax~yeaf-beginniﬁg-en—er-after
danuary-1,-3981+ However, the resulting product shall not
reduce the dollar amounts set forth in subsections 1 through
13 and unnumbered paragraph 6 of section 422.5 below those
specified on January 1, 1979.

Sec. 3. Acts of the Sixty-eighth General Assembly, 197%
Scssion, chapter ninety-three (93), section eight (8), amending
section four hundred twenty~two point twenty-one (422.21),
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Code 1979, is amended to read as follows:

SEC. 8. Section four hundred twenty-two point twenty-
one (422.21), Code 1979, is amended by adding the following
new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. The director shall determine
for the 1979 and 1986 subsequent calendar years the annual
and cumulative inflation factors for those calendar years

to be applied to tax years beginning on or after January first
of that calendar year. The director shall compute the new
deollar amounts as specified therein to be adjusted in section
422.5 by the latest cumulative inflation factor and round
off the result to the nearest one dollar. The-direeter-shati
net-comphie~pew-doilar-ameunts-speezfred~in-subsections-1
threugh-13-ef-seection-423-5-for-any-tan-year-begrRR:ng-6n
er-after-Janpuary-+y-398%+- The annual and cumulative inflation
factors determined by the director are not rules as defined
in section 17A.2, subsectlon 7.

Sec. 4. This Act is retroactive to January 1, 1980 for
tax years beginning on or after January 1, 1980 and to this
extent is retroactive.

Sec. 5. This Act, being deemed of immediate importance,
shall take effect from and after its publication in
, & newspaper published in , lowa,
and in , a newspaper published 1in

, lowa.

EXPLANATICN
The bill makes permanent the indexing of the individual
income tax rate brackets and the maximum amount of annuities

received from the United States government which may be

excluded in determining taxable income. The bill also lowers
from $60,000,000 to 540,000,000 the amount of uncbligated
general fund balance which must be available before indexing
may occur for a tax year beginning in the calendar year in
which the balance is certified.

LB 3359H 68
mg/jw/5
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A BILL FOR

1 An Act providing for the deduction of the federal income tax
accrued for the tax yvear in computing the state individual
and corporate income tax for that year.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section four hundred twenty-two point nine
(422.9), subsection two (2), paragraph b, Code 1979, as that
section 1s amended by Acts of the Sixty-eighth General As-
sembly, 1979 Session, chapter ninety-three (93), section five
(5), is amended to read as follows:

b. Add the amount of federal income taxes pazd-er accrued
ags~the-ease-may-bes during the tax year, adjusted by any fed-
eral income tax refunds to the extent such refunds result

from a carry-back of a federal loss or tax credit to a prior

tax year. Proevidedy~hewevexr;-that-where If married personssy
who have filed a joint federal income tax return, file
separately, sueh the total shall be divided between them
according to the portion therefere-paid-er accruedr-as-the
ease-may~-per by each.

In addition to the aimmount otherwise computed under paragraph

b of this subsection, taxpayers who deducted federal income

taxes on a cash basis for tax years beqinning prior to January

1, 1980 shall add any additional federal income taxes paid

for tax years beginning prior te January 1, 1980 in the tax

year ot payment and snhall subtract any refunds or credits

of federal income taxes paid for tax vears beginning priot

to January 1, 1980 in the tax vear the refund or credit is

received.

Sec. 2. Section four hundred twenty-two point thirty-five
{422.35), subseciion four (4), Code 1979, is amended to read
as follows:

4. Subtract fifty percent of the federal 1lncome taxes
paid-e¥ accrueds-as-the-ease-may-bes during the tax year,

adjusted by any federal income tax refunds to the extent such

refunds result from a carry-back of a federal less or tax

credit to a priox tax year; and add the Iowa income tax

deducted in computing said taxable income.
In addition to the amount otherwise computed under this

subsection, taxpavers that deducted federal income taxes on

a cash hasis for tax years beginning prior to January 1, 1980

-1~
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chall subtract fifty percent of any additional federal income

taxes paid for tax years beginning prior to January 1, 1980

in the tax year of payment and shall add to Jowa income fifty

percent ot any refunds or credits of federal income taxes

paid for tax years beginning prior to January 1, 1980 in the

tax vear the refund or credit is received.

Sec. 3. This Act 1s retroactive to January 1, 1980 for
tax years beginning on or after that date.

Sec. 4. This Act, being deemed of immediate importance,
shall take effect from and after its publication 1in
, @ newpaper published in ., Iowa,

and 1n , a newspaper published in

, lowa.

EXPLANATION

The bill provides that beginning with tax years beginning
on January 1, 1980 deduction will be allowed for the indi-
vidual's or corporation's federal tax liability foxr the tax
year for which the state return is being filed. This deduc-
tion will be adjusted by refunds which result from a carxy-
back of a federal loss or tax credit to a prior tax year.
Provision 1s made for the transitional period to allow

individuals and corporations who had refunds or paid additional

taxes for tax years beginning before the effective date of
this Act to adjust their federal tax liability by such refunds
or tax payments.

LSB 3360H 68
- ' mg/3vw/5s
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A BILL FOR

1 An Act allowing special income tax treatment for the receipt
2 of a lump sum distribution from an employees' pension,

3 retirement or annuity plan.
4L BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. cChapter four hundred twentv-two (422), Code
1979, is amended by adding sections two (2) through four (4)
of this Act as a new division.

Sec. 2. NEW SECTION. DEFINITICNS. For purposes of this
division unless otherwise reguired by the context:

1. "Internal Revenue Cocde of 1954" means the Internal
Revenue Code of 1954 as amended to and including January 1,
1979.

2. MTax vyear", "resident' and "individual" mean the same

as defined in section four hundred twenty-two point four
(422.4) of the Code.

3. "Taxpayer" means an individual, estate or trust for
which the receipt of a lump sum distribution in the tax year
would be Iowa taxable income as determined under the provisions
of division two (1I) of this chapter without regard for the
provisions of this division or an election made for federal
income tax purposes to receive the benefits of section 402
(e) of the Internal Revenue Code of 1954.

Sec. 3. NEW SECTION. TAX ON LUMP SUM DISTRIBUTICNS.

1. A tax is imposed on the ordinary income portion of
a lump sum distribution received by a taxpayer in a tax year,
in the amount determined as follows:

a. The amount of tax imposed for the tax year 1s an amount
equal to the amount of the initial separate tax for the tax
year multiplied by the ratio that the ordinary income portion
of the lump sum distribution for the tax year bears to the
total taxable amount of that distribution for the tax year.

b. The initial separate tax for the tax year is an amount
egual to tenrn times the tax which wouid be imposed wunder
subsections one (1) through thirteen (13) of section four
hundred twenty-two point five (422.%) of the Code 1f the
taxable income were an amount egual to one-tenth of the excess
of the total taxable amount cf the lump sum distribution for
the tax year over %he minimum distribution allowance.

c. The minimum distribution allowance for the tax year

-1-
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is an amount equal to one-half of the first twenty thousand
dollars of the total taxable amount of the lump sum
distribution for the tax year reduced, but not below zero,

by one-fifth of the amount by which that total taxable amount
exceeds twenty thousand dollars.

2. In the case of a taxpayer receiving a lump sum
distribution for the tax year who during the cix-tax-year
period ending on the last day of the tax year has received
onc or more other lump sum distributions after December 31,
1979, ox 1f a part or all of the distribution is an annuity
contract, in computing the tax imposed by subsection one (1)
of this section the total taxable amounts of all these
distributions during that six-tax-vear period shall be
aggregated. However the amount of the tax computed shall
be reduced, but not below zero, by the sum of the tax imposed
by subsection one (1) of this section with respect to those
other lump sum distributions and that portion of the tax on
the aggregated total taxable amounts which i1s attributable
to annuity contracts. For purposes of this subsection:

a. & beneficiary of a trust tpo which a lump sum
distribution is made shall be treated as the recipient of
the distribution if the beneficiary is an employee, including
an employee within the meaning of section 401 (¢) (1) of the
Internal Revenue Code of 1954, with respect to the plan under
which the distribution is made or is treated as the owner
of the trust for purposes of sections 671 throuagh 679 of the
Internal Revenue Code of 1954.

b. In the case of the distribution of an annuity contract,
the taxable amount of that distribution is the current acturial
value of the contract as determined on the date of the
distxibution.

¢. In the case of a lump sum distribution with respect
to any individual which is made only to two or more trusts,

the tax imposed by subsection one (1) of this section shall

> be computed as if the distribution was made to a single trust,

-
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but the liability for thé tax shall bhe apportioned among the
trusts according to the relative amounts received by each.

3. The ordinary income portion of a lump sum distribution
for the tax year shall be allowed as a deduction for the tax
year in computing Iowa net income under section four hundred
twenty~two point seven (422.7) of the Code to the extent that
portion 1s included in the adjusted gross income as properly
computed for federal income tax purposes under the Internal
Revenue Code of 1954.

4. The definitions of and special rules, including the
rules on taxpayer elections, for a lump sum distribution,
the total taxable amount of a lump sum distribution and the
ordinary income portion of a lump sum distribution shall be
as specified in section 402 (e) (4) of the Internal Revenue
Code of 1954 except that rules shall be prescribed by the
director in lieu of the regulations promulgated by the
secretary of the treasury. A taxpayer who has made an election
under section 402 {(e) (4) (B) or section 402 (e) (4) (L) of
the Inlternal Revenue Code of 1954 for ferderal income tax
purposes shall be bound by that election in determining the
taxpayer's Iowa income tax liability fcr that tax vear.

Sec. 4. NEW SECTION. ELIGIBLE TAXPAYERS. ‘fhe provisione
of this division shall apply only to taxpayers who have clected
in determining their federal income tax liability for the
tax year to receive the benefits of section 402 (e) of the
Internal Revenue Code of 1954,

Sec. 5. Section four hundred twenty-iwo point five (42z.5)
unnumbered paragraph two (2), Code 1979, as amended by Acts
of the Sixty-eighth General Assembly, 1979 Session, chapter

ninety~three (23), section two (2), is amended to read as

follows:
However, no tax shall be imposed on any resident or non-
resident whose net income, as defined in section 422.7, is

five thousand dollars or less; but in the event that the
payment cf tax under this division would reduce the net incone

-3~
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to less than five thousand dollars, then the tax shall be
reduced to that amount which would result in allewing the
taxpayer to retain a net income of five thousand dollars.
The preceding sentence does not apply to estates oxr trusts.
For the purpose of this paragraph, the entire net income,
including any part thereof not allocated to Icowa, shall be

taken into account and the amount of the ordinary income

portion of a lump sum distribution deducted under the Internal
Revenue Code of 1954 shall be included in net income. 1If

the combined net income of a husband and wife exceeds five
thousand dollars, neither of them shall receive the benefit
of this paragraph, and it is immaterial whether they file

a joint return or separate returns. A person who is claimed
as a dependent by another person as defined in section 422.12
shall not receive the benefit of this paragraph if the perscn
claiming the dependent has net income exceeding five thoucand
dollars cr the person claiming the dependent and the pcrson's
spouse have combined net income exceeding five thousand
dollars.

Sec. €. Section four hundred twenty-two point seven
(422.7), Code 1979, 1is amended by adding the following new
subsection:

NEW SUBSECTION. Subtract the deduction allowed by
subsection three (3) of section three (3) of this Act.

Sec. 7. This Act is retroactive to January 1, 1980 for
lump sum distributions received in tax years beginning on
or after January 1, 1980.

Sec. 8. This Act, being deemed of immediate impcritance,
shall take effect from and after its publication in
, & newspaper published in

, Iowa, and in '

a newspaper published in , Towa.
EXPLANATION
This bill provides that tazpayers subject to the Iowa

individual income tax can receive benefits similar te the

-4-
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federal law with regard to the receipt in a tax year of a
lump sum distribution from an employees' pension, retirement
or anruity plan. Presently such a distribution is completely

being place in a high tax bracket 1f the distribution 1is
large. The bill would determine the tax on 10% of the

7 distribution and multiply this by 10 to determine the total

8 tax. The bill would also provide that the tax on the

9 distribution ke determined without adding other income received

10 in the tax year. Presently other income is included with

11 the distribution in determining the tax. This bill would

12 apply to those taxpayers who elect the benefits of the federal

13 law 1n determining their federal income tax.
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6
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A BILL FOR

An Act authorizing a taxpayer to income average in deter-
mining the taxpayer's individual income tax liability
for the tax year.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Chapter four hundred twenty-~two (422;, Code
1979, is amended bv adding sections twe (2) through six (6)
of this Act az a new division:

Sec. 2. NEW SECTION. LIMITATION ON TAX. Notwithctanding
the amount of tax daetevmined in accordance with secticn foul
hundred twenty-two point {ive (422.5) of the Ccde, 1{ an
eligible individual has averagable income exceeding three
thoucand deollars for the computation year, then the tax impoced
by section four hundred twenty-two poinl five (422.5) of the
Code for the computation year which is attributable to
averagable incowe shall be five times the increase i1n tax
under that section bhetween the tax on the sum of twenty percent
of the averagable income plus one hundred twenty percent of
the average hase perrod income and the tax on one hundred
twenly percent of the average bhase period incceme.,

Sec. 3. NEW SECTION. DEFINITIONS. For the purposes of
thic division: '

i. UYAveragable income" means the amount by which Iowa
tanabinc ircome for the computation year exceeds one hundred
twenty perceat of a age base period income. In computing
averagqable income, taxable income for the computation vyear
shall be reduvced, to the extent included in taxable income,
by the amount to which saection 72(m} (2) of the Internal
Revenue Code of 1954 applies and the amounts included 1n the
incene of a hevcficiary of a trust under section 6£7(a) of
the Internal Revenue Coda of 1954,

2. “hverage pase periosd income" means one-fourtls of the
su of the base period incomes for the base period.

3. Y“Base pcriod income" for a tax yvear reans the lowa
taxable 1income for that yesar increased, to the extent the

amouinnt would heve been included in taxable income, by an
amcounit equal tc the cxcess cof the amount excluded irom federeal
gross inceme under section 911 and subpart D of part III of
subchapter N of the Internal Revenue Code of 1954, over the

deductions which woauld have been properly allocable to or

-]--
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1 chargeabkle cgainst that amount but for the exciusion of that

2 aunount from federal grocs income; and docreased, Lo the extent
3 1ncluded in taxable income, by the amounts included in the

4 income of a beneficiary of a trust under section 657(a) of

5 the Internail Revenue Code of 1954,

6 4. "Computation ya2ar" means the tax year ror which the

7 taxpayer chcoses the benefits of this division.

8 5. "3Bace period" means the four tax years immcdiately

8 preceding the computation year.,

10 &. "Base period year" means any of the four tax years

1l wmnedialely preceding the computation vesr.

12 7. Except as otherwise provided 1n thisc cubsccetion,

13 "eligible individual® nmeans an individuzl who was o resident
14 of thiz stete throughout the computation year and throughout
1% every base period vear and who 1s subject to the tux impcsad
16 by divisicn one {I) of this chapter for the cempatation yeer.
17 An 2rdividual is not an eligible individual for tha compuuaiion
18 year 3f, for any base period yeayr, the individual and the

19 andividual's spouse furnished less than one-holf of the
20 individual's support except that the individual wio meels
21 the resiaency reguirements is an eligible individual in any
22 of the following cascs:

23 a. If the computation year ends after the individual

24 attained age twenty-five and, during at leacst four of the

25 individual's tzx vears beginning after the individual attained
26 age twenty-one and ending with the computaticn year, the

27 individual was not a full-time student.

28 b. 1If more than conoe-half of the individual's Iows taxable
29 income for the compulation year is attributable to work

30 performed by the individual in substantial part during two

31 or more of the hase peirrod years, or

32 c. If the individual computes his or her tax on the basis
33 of joint income of husband and wife for the computation vear
34 and not more than tweniv~-five percent ot the aggregate lowa

35 net inceme of the individual and the individual's gspouse for

-
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the computation year is attributable to the individual.

8. "Student" means, with respect to a tax yeaxr, an
individual who during each of five calendar months during
the tax vear was a full-time student at an edvcational
organization described in section 170(b){1){A){(i1) of the
Internal Revenue Code of 1954, or was pursuing a full-tine
course of 1nstitutional on-farm training under the supervision
of an accredited agent of such an educational organization
or of a state or a political subdivision of a state.

9. “Net income", “taxable income", "tax year" and “"Internail
Revenue Code of 19054" have the same meaning as cdefined In
section four hundred twenty-two point four (422.4) of the
Code,

Sec. 4. NEW SECTION. ELECTION. This division applies
to a tax year only at the taxpayer's election. The election

may be made or changed at any time before the expiration of
the period prescribed for making a claim for credit or refund
of the tax imposed by division one (1) of this chepter for
the tax vear.

Sec. 5. NWEW SECTICN. MARRIED TAXPAYERKS.

1. For purposes of this division, the base period income

of an individual for any base pericd year shall not be less
than fifty percent of the base period income which would
recult from <combining his or her incoime and deductions for
that year with the greater of the income and deductions for
that year of the individual who is his or her spcuse for the
computation year or with the income and deductions for that
vear of the individual who was his or her spouse for that
base pericd year. However, this subsection does nct apply
fox a base period year if, for the computation vear, the
individual files with his or her cpouse a joint return for
Iowa income tax purposes or files a federal return ags a
surviving spouse; and the individual was not marxyied to any
other spouse for that base period year.

2. In the case of a joint return for Iowa incomc tax
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purposes, the three thousand dollar figure specified in section

two (2) of this Act shall be applied 1o the aggrcgate
averdagable income,

3. For purposes of this division, section 143(a) of the
Internal Revenue Code of 1954 applies in determining whether
an 1ndividual is married for any tax year.

Sec. 6. NEW SECTION. RETURN NOT MADE IN BASE YEAR. This
divicicen shall apply to the tax year even though the taxpayer

#lacting the benefits of this division was not reguired to
maxe and slgn an lewa income tax return for ove or more tax
years during the bace period. The average base period income
for that taxpayer shall be determined as 1f that taxpayer
had peen reguired to rake and sign an lowa income tax roturn
for the tex years in the bace period.

Sec. 7. Section four hundred twenty-two point seven
(422.7), Code 197¢, 1s amended by adding the following nou
subgection:

NEW SUBSECTION. 1If the taxpayer elects to receive the
benefits of sections two (2) tarough six (6) cf thie Act,
add the amount eqgual to the excess of the amcunt excluded
from fedeval grorss income nundexr section 911 and subpart D
of part 111 of subchapter N of the Internal Revenue Code ot
1954 over the acductions which would have been properly
ailowable to or chargeable against such amount but for the
exclusion of that amount from federal gress incore.

Sec. 8. This Act is efective January 1, 1981 for
computation years beginning on or after that dete and fou
base period years beginning on or after January 1, 1977.

EXPLANATION

This hill authorizes Iowa individual taxpayers to average
their taxable income for a tax year over a five-year period
if the taxpayer was a resident thicughout that tive-year
period. This will result in mogt cases in less taxes due

the state. .The provisions in the bill for income tax averaging

ave hased upon the federal income tax averaging provisions



1 with the only changes madeibeing those needed to maxe the
2 provisions applicable t¢ Iowa. The bill provides that a

3 taxpayer can income average for a tax year beginning on or
4 after January 1, 19&1.
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