Senate Amendment 3716

Amendment Text
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Amend House File 757, as passed by the House, as
foll ows:

#1. By striking everything after the enacting
clause and inserting the follow ng:

"Section 1. Section 422.4, subsection 1
paragraphs b and c, Code 2001, are anended to read as
foll ows:

b. "Cumulative inflation factor” neans the product
of the annual inflation factor for the

cal endar year and all annual inflation factors for
subsequent cal endar years as determ ned pursuant to
this subsection. The cunulative inflation factor
applies to all tax years beginning on or after January
1 of the cal endar year for which the | atest annua
inflation factor has been determ ned.

c. The annual inflation factor for the

cal endar year is one hundred percent.

Sec. 2. Section 422.5, subsection 1, paragraphs a
through i, Code 2001, are anmended by striking the
par agraphs and inserting in lieu thereof the
fol | owi ng:

a. On all taxable incone fromzero through eight
t housand dol |l ars, one and ei ghty-five hundredths
percent.

b. On all taxable income exceeding eight thousand
dol l ars but not exceeding forty thousand dollars, five
and three-tenths percent.

c. On all taxable incone exceeding forty thousand
dol l ars but not exceeding sixty thousand dollars, six
and thirty-five hundredths percent.

d. On all taxable incone exceeding sixty thousand
dollars, six and six-tenths percent.

Sec. 3. Section 422.5, subsection 1, paragraph j,
Code 2001, is anmended to read as foll ows:

(1) The tax inposed upon the taxable

i ncome of a nonresident shall be conputed by reducing
the amount determ ned pursuant to paragraphs "a
t hr ough

— "d" by the anpbunts of nonrefundabl e
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credits under this division and by multiplying this
resulting amount by a fraction of which the

nonresi dent's net incone allocated to lowa, as
determ ned in section 422.8, subsection 2, paragraph
"a", is the nunerator and the nonresident's total net
i ncome conputed under section 422.7 is the

denom nator. This provision also applies to
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i ndi viduals who are residents of lowa for |ess than
the entire tax year.

(2) The tax inposed upon the taxable incone of a
resi dent shareholder in an S corporation which has in
effect for the tax year an el ection under subchapter S
of the Internal Revenue Code and carries on business
within and without the state may be conputed by
reduci ng the amount determ ned pursuant to paragraphs
"a" through

by the anobunts of nonrefundabl e

credits under this division and by nmultiplying this
resulting amount by a fraction of which the resident's
net inconme allocated to lowa, as determined in section

422.8, subsection 2, paragraph "b", is the nunerator
and the resident's total net inconme conputed under
section 422.7 is the denonminator. |If a resident

sharehol der has el ected to take advantage of this
subpar agraph, and for the next tax year elects not to
take advantage of this subparagraph, the resident
sharehol der shall not reelect to take advantage of
this subparagraph for the three tax years i nmedi ately
following the first tax year for which the sharehol der
el ected not to take advantage of this subparagraph

unl ess the director consents to the reelection. This
subpar agraph al so applies to individuals who are
residents of lowa for less than the entire tax year.

Thi s subparagraph shall not affect the anpunt of
the taxpayer's checkoff to the lowa el ecti on canpaign
fund under section 56.18, the checkoff for the fish
and gane fund in section 456A. 16, the credits fromtax
provided in sections 422.10, 422.11A, and 422.12 and
the allocation of these credits between spouses if the
taxpayers filed separate returns or separately on
conbi ned returns

Sec. 4. Section 422.5, subsection 1, paragraph Kk,
Code 2001, is anmended by relettering the paragraph as
par agraph f.

Sec. 5. Section 422.5, subsection 1, paragraph Kk,
unnunbered paragraph 1, Code 2001, is anended to read
as follows:

There is inposed upon every resident and
nonresi dent of this state, including estates and
trusts, the greater of the tax determined in
par agraphs "a" through

or the state

alternative mnimmtax equal to seventy-five percent
of the maxi num state individual inconme tax rate for
the tax year, rounded to the nearest one-tenth of one
percent, of the state alternative mnimum taxable

i ncome of the taxpayer as computed under this
par agr aph.

Sec. 6. Section 422.5, subsections 2, 5, and 7,
Code 2001, are anended to read as foll ows:

2. However, the tax shall not be inposed on a
resi dent or nonresident whose net inconme, as defined
in section 422.7, is thirteen thousand five hundred
dollars or less in the case of married persons filing
jointly or filing separately on a conbined return
unmarri ed heads of househol d, and surviving spouses or

t housand dollars or less in the case of al
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other persons; but in the event that the payment of
tax under this division would reduce the net incone to
|l ess than thirteen thousand five hundred dollars or

housand dol | ars as applicable, then the tax

shall be reduced to that amount which would result in
allowi ng the taxpayer to retain a net inconme of
thirteen thousand five hundred dollars or

thousand dollars as applicable. The preceding
sentence does not apply to estates or trusts. For the
purpose of this subsection, the entire net incone,

i ncluding any part of the net inconme not allocated to
lowa, shall be taken into account. For purposes of
this subsection, net income includes all anounts of
pensions or other retirenent incone received from any
source which is not taxable under this division as a
result of the governnment pension exclusions in section
422.7, or any other state law. |If the conbined net

i ncome of a husband and wi fe exceeds thirteen thousand
five hundred dollars, neither of themshall receive
the benefit of this subsection, and it is immateria
whether they file a joint return or separate returns.
However, if a husband and wife file separate returns
and have a conbi ned net incone of thirteen thousand
five hundred dollars or |less, neither spouse shal
receive the benefit of this paragraph, if one spouse
has a net operating loss and elects to carry back or
carry forward the loss as provided in section 422.9,
subsection 3. A person who is clainmed as a dependent
by another person as defined in section 422.12 shal

not receive the benefit of this subsection if the
person cl aimng the dependent has net income exceedi ng
thirteen thousand five hundred dollars or

thousand dol lars as applicable or the person claimnng
t he dependent and the person's spouse have conbi ned
net inconme exceeding thirteen thousand five hundred
dol I ars or

en thousand dollars as applicable.
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In addition, if the married persons', filing
jointly or filing separately on a conbined return,
unmarri ed head of household's, or surviving spouse's
net incone exceeds thirteen thousand five hundred
dollars, the regular tax inposed under this division
shall be the | esser of the maxi mum state individua
income tax rate tines the portion of the net incone in
excess of thirteen thousand five hundred dollars or
the regular tax liability conputed w thout regard to
this sentence. Taxpayers electing to file separately
shal |l conpute the alternate tax described in this
par agraph using the total net incone of the husband
and wife. The alternate tax described in this
par agraph does not apply if one spouse elects to carry
back or carry forward the loss as provided in section
422.9, subsection 3.

5. Upon determnation of the |atest cunul ative
inflation factor, the director shall multiply each
dol l ar anmount set forth in subsection 1, paragraphs
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"a" through

of this section by this cumulative
inflation factor, shall round off the resulting
product to the nearest one dollar, and shal
incorporate the result into the incone tax forns and
instructions for each tax year
7. In addition to the other taxes inposed by this
section, a tax is inposed on the amunt of a |lunp sum
distribution for which the taxpayer has el ected under
section 402(e) of the Internal Revenue Code to be
separately taxed for federal income tax purposes for
the tax year. The rate of tax is equal to twenty-five
percent of the separate federal tax inmposed on the
amount of the lunp sumdistribution. A nonresident is
liable for this tax only on that portion of the |lump
sumdistribution allocable to lowa. The total anopunt
of the lunp sumdistribution subject to separate
federal tax shall be included in net incone for
purposes of determining eligibility under the thirteen
thousand five hundred dollar or |ess or

t housand dol lar or |ess exclusion, as applicable.

Sec. 7. Section 422.8, subsection 2, paragraph a,
Code 2001, is anended to read as foll ows:

a. Nonresident's net income allocated to lowa is
the net inconme, or portion of net inconme, which is
derived froma business, trade, profession, or
occupation carried on within this state or inconme from
any property, trust, estate, or other source within
| owa. However, income derived froma business, trade
profession, or occupation carried on within this state
and incone fromany property, trust, estate, or other
source within lowa shall not include distributions
from pensions, including defined benefit or defined
contribution plans, annuities, individual retirenent
accounts, and deferred conpensati on plans or any
earnings attributable thereto so long as the
distribution is directly related to an individual's
documented retirement and received while the
individual is a nonresident of this state. If a
busi ness, trade, profession, or occupation is carried
on partly within and partly without the state, only
the portion of the net incone which is fairly and
equitably attributable to that part of the business,
trade, profession, or occupation carried on within the
state is allocated to lowa for purposes of section
422.5, subsection 1, paragraph

and section
422.13 and incone fromany property, trust, estate, or
ot her source partly within and partly w thout the
state is allocated to lowa in the same manner, except
that annuities, interest on bank deposits and
i nterest-bearing obligations, and dividends are
allocated to lowa only to the extent to which they are
derived froma business, trade, profession, or
occupation carried on within the state

Sec. 8. Section 422.8, subsection 4, Code 2001, is
amended to read as foll ows:

4. The anount of minimumtax paid to another state
or foreign country by a resident taxpayer of this
state frompreference itens derived from sources
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outside of lowa shall be allowed as a credit against
the tax conputed under this division except that the
credit shall not exceed what the anount of state

al ternative mninumtax woul d have been on the sane
preference itenms which were taxed by the other state
or foreign country. The limtation on this credit
shal | be conputed according to the followi ng formla:
The total of preference itens earned outside of |owa
and taxed by another state or foreign country shall be
divided by the total of preference itens of the

resi dent taxpayer of lowa. |n conmputing this
quotient, those itemnms excludabl e under section 422.5,
subsection 1, paragraph

subpar agraph (1)

shal |l not be used in conputing the preference itens.
This quotient nultiplied tinmes the net state
alternative mninmnumtax as determned in section
422.5, subsection 1, paragraph

on the total of
preference items as if entirely earned in |owa shal
be the maxi mumtax credit against the Iowa alternative
m ni mumtax. However, the maximumtax credit will not
be allowed to the extent that the mininumtax inposed
by the other state or foreign country is less than the
maxi mumtax credit conputed above.

Sec. 9. Section 422.9, subsection 1, Code 2001, as
anended by 2001 lowa Acts, Senate File 350, section
22, is anended to read as foll ows:

1. An optional standard deduction, after deduction
of federal incone tax, equal to one thousand two
hundred thirty dollars for a married person who files
separately or a single person or equal to three
thousand thirty dollars for a husband and wi fe who
file a joint return, a surviving spouse, or an
unmarri ed head of household. The optional standard
deduction shall not exceed the amount renmining after
deduction of the federal incone tax. The anount of
federal incone taxes deducted shall not exceed the
amount as conputed under subsection 2, paragraph "b"

Sec. 10. Section 422.9, subsection 2, paragraph b,
Code 2001, as anmended by 2001 lowa Acts, Senate File
350, section 22, is anended by striking the paragraph
and inserting in lieu thereof the follow ng:

b. Add the anpbunt of federal incone taxes paid or
accrued, as the case nay be, to the extent the federa
tax payment is for a tax year beginning prior to
January 1, 2001. Subtract the anmpunt of federa
income tax refunds received in a tax year to the
extent that the federal income tax was deducted on an
lowa individual income tax return for a tax year
begi nning prior to January 1, 2001.

Sec. 11. Section 422.11B, Code 2001, is amended to
read as follows:

422.11B M NI MUM TAX CREDI T.

1. There is allowed as a credit against the tax
determ ned in section 422.5, subsection 1, paragraphs
"a" through

for a tax year an anount equal to
the mnimumtax credit for that tax year.
The minimumtax credit for a tax year is the
excess, if any, of the adjusted net mninumtax
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i mposed for all prior tax years begi nning on or after
January 1, 1987, over the ampunt allowable as a credit
under this section for those prior tax years.

2. The allowable credit under subsection 1 for a
tax year shall not exceed the excess, if any, of the
tax determined in section 422.5, subsection 1,
par agraphs "a" through

over the state

6 32 alternative mninumtax as determned in section
6 33 422.5, subsection 1, paragraph

fr.

6 34
6 35 if any, of the tax determined in section 422.5,
6 36 subsection 1, paragraph

The net minimumtax for a tax year is the excess,

— "f" for the tax year over
6 37 the tax determned in section 422.5, subsection 1,

6 38 paragraphs

e
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a" through

for the tax year.

The adjusted net mininumtax for a tax year is the
net minimumtax for the tax year reduced by the anount
whi ch would be the net minimumtax if the only item of
tax preference taken into account was that described
i n paragraph (6) of section 57(a) of the Interna
Revenue Code.

Sec. 12. Section 422.13, subsection 1, paragraph
c, Code 2001, as anended by 2001 |Iowa Acts, Senate
File 140, section 7, is anmended to read as foll ows:

c. However, if that part of the net incone of a
nonresi dent which is allocated to | owa pursuant to
section 422.8, subsection 2, is |less than one thousand
dollars the nonresident is not required to nake and
sign a return except when the nonresident is subject
to the state alternative mnimumtax inmposed pursuant
to section 422.5, subsection 1, paragraph

Sec. 13. Section 422.13, subsection 1A, Code 2001
as anended by 2001, lowa Acts, Senate File 140,
section 7, is anended to read as foll ows:

1A,  Notwi thstanding any other provision in this
section, a resident of this state is not required to
make and file a return if the person's net incone is
equal to or less than the appropriate dollar anount
listed in section 422.5, subsection 2, upon which tax
is not inposed. A nonresident of this state is not
required to make and file a return if the person's
total net incone in section 422.5, subsection 1
par agr aph

is equal to or less than the

appropriate dollar anpbunt provided in section 422.5,
subsection 2, upon which tax is not inposed. For
purposes of this subsection, the amount of a lunp sum
distribution subject to separate federal tax shall be
i ncluded in net inconme for purposes of deternmining if
aresident is required to file a return and the
portion of the lunp sumdistribution that is allocable
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to lowa is included in total net incone for purposes
of determining if a nonresident is required to nake
and file a return.

Sec. 14. Section 422.21, unnunbered paragraph 5,
Code 2001, is anended to read as foll ows:

The director shall determne for the

cal endar year and each subsequent cal endar year the
annual and cumul ative inflation factors for each
cal endar year to be applied to tax years begi nning on
or after January 1 of that cal endar year. The
director shall conpute the new dollar anmounts as
specified to be adjusted in section 422.5 by the
| atest cumulative inflation factor and round off the
result to the nearest one dollar. The annual and
cunul ative inflation factors determ ned by the
director are not rules as defined in section 17A. 2,
subsection 11. The director shall deternine for the
1990 cal endar year and each subsequent cal endar year
the annual and cunul ati ve standard deduction factors
to be applied to tax years begi nning on or after
January 1 of that cal endar year. The director shal
comput e the new dollar ambunts of the standard
deductions specified in section 422.9, subsection 1,
by the latest cunul ative standard deduction factor and
round off the result to the nearest ten dollars. The
annual and cumul ative standard deduction factors
determ ned by the director are not rules as defined in
section 17A. 2, subsection 11.

Sec. 15. EFFECTI VE AND APPLI CABI LI TY DATES

This Act, being deened of inmmedi ate inportance,
takes effect upon enactnent and applies retroactively
to January 1, 2001, for tax years beginning on or
after that date."

#2. Title page, by striking lines 1 through 3 and
inserting the following: "An Act relating to the
i ndi vidual income tax by elimnating the deduction for
federal inconme taxes paid, decreasing the tax rates,
i ncreasi ng the anount of the net inconme exclusion for
single individuals, and including effective and
retroactive applicability date provisions."
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