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A BILL FOR 

Act relating to the extension of the applicability of House 

File &89, enacted during the Second Extraordinary Session of 

the Seventy-second General Asspmbly during 1987. upda~irlg 

references to the Internal Revenue Code. providing for 

retroactive ~pplicability. and providing an effective date. 
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TLSB 7611SV 72 

mg!sc/i4 



S.F. 2D," H.F. 

1 Section 1. Section 422.4, subsections 19 and 20, Code 

2 Supplement 1987, are amended to read as follows: 

3 19. The definition of the Internal Revenue Code of 1954 in 

4 section 422.3, subsection 5, shall be interpreted to include 

5 provisions of the Tax Reform Act of 1986, Pub. L. No. 99-514 

6 which amended the Internal Revenue Code of 19~4, and the 

7 Revenue Act of 1987, Pub. L. No. 100-203, unless the context 

8 otherwise requires. 

9 20. "Internal Revenue Code of 1986" means the Internal 

10 Revenue Code of 1954 as amended by the Tax Reform Act of 1986, 

11 Pub. L. 

12 100-203. ----
13 Sec. 

14 chapter 

15 SEC. 

No. 

2. 

1 , 

16. 

99-514 and the Revenue Act of 1987, Pub. L. No. 

1987 Iowa Acts, Second Extraordinary Session, 

section 16, is amended to read as follows: 

Sections 1 through 10, 13, and 14 of this Act are 

16 retroactive to January 1, 1987 for tax years beginning in-the 

17 +98~-e8+eMd8r-ye8r-on+y ~~_or after that date. 

18 Sec. 3. For purposes of tax years beginning 1n the 1988 

19 calendar year, references in section 422.9, subsection 6, 

20 unnumbered paragraph 4 and section 422.21, unnumbered 

21 paragraph 6, to the year 1987, 1988, or 1989, shall mean the 

22 year 1988, 1989, or 1990, respectively. 

23 Sec. 4. Sections 1 and 2 of this Act are retroactive to 

24 January 1, 1988. for tax years beginning on or after that 

25 date. 

26 Sec. 5. This Act. be:ng deemed of immediate importance, 

27 takes effect upo~ enactment. 

28 EXPLANATION 

29 The bill makes permanent and updates to later federal 

30 changes those provisions of H.F. 689 enacted during the Seco~d 

31 Extraordinary Session that conform state individual income Lax 

32 to the new federal tax provisions; reduce the tax schedule 

33 from thirteen brackets to nine bracke~s, the lowest rate from 

34 .5 percent to .4 percent, and t~e highest rate from 13 percent 

35 to 9.98 percent; .ncrease the standard deduction for all 
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1 filers by $30 and eliminate the 15 percent, of net income 

2 after federal tax deduction, limit on the standard deduction; 

3 increase from $5,000 to $7,500 the amount of net income below 

4 which no tax is owing for all filers except single persons and 

5 provide a phase-in of the regular tax for those who have net 

6 income over $7,500; clarify the taxation of interest and 

7 dividends from regulated investment companies exempt from 

8 federal tax and the loss from the sale or exchange of shares 

9 of such companies; provide for taxpayers to receive the 

10 benefit of the repealed 60 percent capital gains deduction by 

11 allowing for the filing of refund claims by taxpayers based 

12 upon the difference in the amount of tax paid determined 

13 without the capital gains deduction and the amounL that would 

14 have been paid if the dedllction, not to exceed SIO,500, was 

15 allowed; and ~imit thE' total amount of refund clalms pain foe 

16 the capital ga~ns deductlon to $8,000,000 with each clalm 

• 

11 receiving a pro ra":a am(jU:lt if the total claims exceed th,it 

18 am~)unt. The bi l: i:; <?fft:!ct ivc UP(l!1 enaClment and appl i~s :0 

19 the lax years beglnning on or a~ter Januacy I, 1988. 

20 

2l 

22 

23 

24 

25 

26 

27 

28 

29 

3G 

31 

32 

33 '_31 
35 

SUCCESSOR TO SENA'rf, S';':)[),{ BILL 203S (LSB 76IISC) 
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; REQ. BY SEN1,TOR BRONER SE:NATE F 11,£ 2074 

._ In co.pliance with a "T,nen request :-eceived January 25, 19813, 8 f:~cal note r for S~T! PILK 2074 i. ~ereby submitted pursuant to Joint Rule 17. Data used 

.1 

in developing this ii~cal note are available free the Legisl&.ive Fi!cal 
Bureau to ~ber. of the Legisl~ture upon request. 

I 

I 
~ 

I 
~ 

< 
» , 
i 

S!JIATE F!L! 2074 repe"ls 
tbe S~coDd Estraordinary 
1987. 

Review of House File 689 

!::ift sunset 
Seu"o" <:f 

provision on House 
the Seventy-second 

File 689 enacted daring 
Cenezei A$~emQl~ d~ring 

House file 689 co"fo~ed s~ate tas provisions with tne new t&S provisions 
stemming fra. the Tas Reform Act of 1986 and reduced tbe t~x schedule from 1) 
to 9 brackets with tbe ,owe~t rate changed (rom .5% .0 .4%, and the highest 
rate changed fro. 13% :0 9.98%. 

NY 689 increased the standard deduction for all filers by $30 and eliminated 
the lSI of net income after federal tas deducti~n limit on th~ st&r.da:-d 
deduction. For all filers escept single persons, Uf 689 increased foom $S,OOC 
to $7,500 tbe amount of net income below which no tas is owed. 1 ?hase-ir. of 
the regular tas vas ?roviaed for those with ne, in<:oOl2 o"er $7,500. The bill 
ciarified the tasatlon of ~nte,e~t and d;viden~' from regulate1 invest~~t 
campan\DS eKe~pt fra~ !ederal t~7 c~d the 1059 from the s~le or eXCh&~gD ~f 
shares of such companie3.' 

liP 689 prc..-ided f"r ~&~payen to recel\·" the bec"flt of tr.~ :epc· .. ·'!d 6GI 
c,,!>:t~l &aios de4l.!ction DY :.l. lowing for the fiUng of re~ua" dll:::Is c:' 
t~;':9ay~t'~ Dased upon the difference in t:1t! .!mount of tar: p.:;ic ~e~~;-~ireQ 
wi thou". i.:he cJ'?i-:al ~ .. ins d.::dccr.ion and tbt! amount th~~ WC'.1t~ ~L'":'''F c~e:l ~.:.: . ..: 
~ t t!':~ ~ed'Jc!.':'c:! -.;~s !_i i :.1 s.i·~ J\"~~. • ... ;.~ t.:..Szimwt reil.!!'.c! .: t !t." p..:!:".:... co:;;:; cl·.~:'l 

"b $:0,)00. The t'J .. ,al :taf' .. !lG paid out by t~e ~':.~te i~ not :c :::.·,c:!~~ $.: 
million '~ith each cL~iB r~ceiving • pro rata ~QOunt if ~ne tO~31 C'~!liQ5 e.~ . .;~~C: 
$8 .ail~:oa .. 

:. lO'J~ t~% l~ws ~·~.ll continu~ to .o;onfon.1 .... ::.:h ::he fed~ral t.J.X ~(-~~~18tic':""l 
for t,ez ye.:ra lc}88 ir; .1 r:.,· .. !lner similar (0 th2':. e,ist:'.nr ~(,T ::-.~ yeA~ 

19157. HOYever. ~') t~no;t comparison ~o pd')~ e,:.:imates, ~h~ "fi"cts <'f 
capit.'ll l..~i:ls chai ;,e~ UsUile f"l.. couplini', vitb th" U86 ("ci,~e\ d'··!lbP." 
rather than th~ ~r?:ial couplin& tb"t occ,,"re,' for -.:: y::"" 19S~. 

? The Nliolbility ,,~ the ?rojectioDS cOnt~Due .0 rel;. ;'~"'/:l1 00 the 
ac:c;Jr~~, of the ~s;:ilNt~9 of the pl'ovisiocOlJ c(»4!,Ie~.~c.: r.: ::,.- !f:r!~!"~l 
~£·~·el. :r.e .ICsp..;:ce of r:pecii~c pt""cj~ct~c~ ... i.!' the t.ar;£ra· ~.to!"'I~l. €o: 
s£:v~r.al pr-o\!isi:::,.~ requi:'?d th·~ Oc?,artmer,t J~ !evcr.t:~ ;i..id :- ,: •. ]0-':2 :..) 

i:'lde~:-,deil!.ly c~.:,·:·!et'! .!-~e::,~ estimates. Es~ i~H.es pr~vi.-:!~C! }--.2~· !"'!!t"" ect 
oid-·~irtt5 of ..... :"Ig~~ ;:"'(ovided by the t>epc.rtlr'!!'I:t :>f I' . ..:y.~r.t;e ~ ~:.r .. lJnc"!. 
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PISCAl. lPPlCT 

Individual Income 

Long Tee .. Capital Gains 
Deduct ion for Sales Tax 
Deduct ion for Medical Expenses 
Kiscellaneous , Employee Business 

Expense Deduction 
Une .. ploymcnt Compensation 
"inim,,", ra .. 
Individual Retire_nt Accounts 
CODA 
Interest Deduction 
a .. peal Dividend Exclusion 
Business Meals 
D~preci.tion 

Passive Invest.,ent 
Capicati£ation 
Long term contracts 

CONPORMITY SUBTOTAL 

FEDERAL DEDUCTIBILITY 

roUL I IIOIVI DUAL 

PY88 
(lDillioos) 

$ 18.S 
15.0 
4.0 

14.0 

3.0 
(4.0) 
19.0 
2.5 

!~.5 
3.0 
l.S 

(1. S) 
5.~ 

2.S 

$ 98.5 

37.5 

$136.0 

LSB No. 76115 
StaH 10 POD 

"'89 
(III. II ion.) 

$ 22.S 
14.S 
4.0 

13.5 

2.~ 

(4.0) 
11.0 
2.0 

19.5 
2.5 
2.5 
1.0 

10.0 
1.5 

$109.0 

33.5 

$142.5 

0VI!ltALL 1" I seAL !YI'I!CT 

It is estimated this bill will increase FY89 general fund revenues by $6.5 
llIitlion over FY88 general {und revenues. 

Of 689 Sunset Repeal: 

Individual Income Tax 
Federal Deductibility 
TOTAL 

Source: Department of Revenue and Finance 

FY89 (IIi 11 ions) 

$ 109.0 
33.5 

$ 142.5 

". 

.\ 

, 
~ 
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SENATE FILE 207 .. 

1 Amend Senate File 2074 as follows: 
2 1. By striking everything after the enacting 
3 clause and inserting the following: 
4 "Section 1. Section 422.3, subsection 5, Code 
5 1987, is amended to read as follows: 
6 5. "Internal Revenue Code of-1954" means the 
7 Internal Revenue code of r954 1986, as amended to and 
8 including January 1, r986 1988-.---
9 Sec. 2. Section 422.4, subsections 1. 4. LO. 11, 

10 14, 17. 18. 19. and 20. Code Supplement 1987. ore 
11 amended to read as follows: 
12 1. The words "taxable income" mean the net income 
13 as defined in section 422.7 minus the deductions 
14 allowed by section 422.9. in the case of individuals; 
15 in the case of estates or trusts. the words "taxable 
16 income" mean the taxable income (without a deduction 
17 for personal exemption) as computed for federal income 
18 tax purposes under the Internal Revenue Code of-~954. 
19 but with the adjustments specified in section 422.7 
20 plus the Iowa income tax deducted in computing ~6id 
21 the federal taxable income and minus federal income 
22 taxes as provided in section 422.9. 
23 4. The words "tax year" mean the calendar yeor. or 
24 the fiscal year ending during such calendar year, upon 
25 the basis of which the net income is computed under 
26 this division. 
27 a. If a taxpayer has made the election provided by 
28 section 441. subsection "fRo of the Internal Revenue 
29 Code of-i954. "tax year" means the annual period 50 

30 elected. varying from fifty-two to fifty-three weeks. 
31 b. If the effective date or the applicability of a 
32 provision of this division is expressed in terms of a 
33 tax year beginning. including. or ending with 
34 reference to a specified date-which is the first or 
35 last day of a month, a tax year described in parograph 
36 "a" of this subsection shall be treated oS beginning 
37 with the first day of the calendar month beginning 
38 nearest to the first day of the tax year or as ending 
39 with the last day of the calendar month ending nearest 
40 to the last day of the tax year. 
41 c. This subsection is effective for tax years 
42 ending on or after December 14. 1975. 
43 10. The word "individual" means a natural person; 
44 and where if an individual is permitted to file as a 
45 corporatio~ under the-pro~~~io"~-of the Internal 
46 Revenue Code of-1954. ~tteh that fictional status ~harl 
47 is not be recognized for purposes of this chapter. and 
48 ~tteh the individual's taxable income shall be computed 
49 as required under the-pro~%~ion~-of the Internal 
50 Revenue Code of-l954 relating to individuals not 
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1 filing as a corporation, with the adjustments allowed 
2 by this chapter. 
3 11. The eet'ffl word "head of household" "t':a±:±:-~d'ie 
4 has the same meaning as provided by the Internal 
5 Revenue Code ei'-±:954. 
6 14. The term word Ilwages II ~fltd::l-hd'.tc has the same 
7 meaning as provided by the Internal Revenue-Code ef 
8 t95". 
9 17. a. "Annual inflation factor" fflea~:l-d~-±l'H~eX, 

10 expt'e:l:led-a:l-a-pe~ee~~a~e,-deterffl±:~ed-b7-tMe 
11 departffleMt-eaeM-yeat'-te-t'ef±:eet-the-ptlt'eMa8±~~-pewet' 
12 ef-the-do±za~-a~-a-re3ct1~-of-i~ftdt±Oft-dti~±~g-the 
13 pt'eced±ng-ea±:e"ciat'-yeat'T--pct'-the-i98t-and-3~b:leqtle~e 
14 ealeftdar-year~7-~aftftta±-±ftf~ae±e~-~aeeerll means an 
15 index, expressed as a percentage, determined by the 
16 department by October 15 of the calendar year 
17 preceding the calendar year for which the factor is 
18 determined, ee-reftec~ which reflects the purchasing 
19 power of tEe dollar as a result of inflation during 
20 the fiscal year ending in the calendar year preceding 
21 the calendar year for which the factor is determined. 
22 In determining the annual inflation factor, the 
23 department shall use the annual percent change, but 
24 not less than zero percent, in the implicit price 
25 deflator for the gross national product computed fer. 
26 tMe-whe±:e-eatendar-year-er for the second quarter of 
27 the calendar year,-±~-the-ea3e-ef-the-a~~tlai-±~E±:at±e~ 
28 faeter-fer-the-t98t-and-:ltlb:leqtleftt-cate~dat'-ye8t'8, by 
29 the bureau of economic analysis of the United States 
30 department of commerce and shall add twc-i'Ctlt'th8-fer 
31 tMe-t98S-a~d-~tlb8eqtleftt-eatendar-year~ one-half of 
32 that percent change to one hundred percent. ~he 
33 anfttla±:-±ftf±:at±:en-Eaeter-fer-the-±:9~9-ca±:enda~-7ea~_±" 
34 efte-htlndred-twe-pe±:ftt-three-pereentT The annual 
35 inflation factor and the cumulative inflation factor 
36 shalJ each be expressed as a percentage rounded to the 
37 nearest one-tenth of one percent. The annual 
38 inflation factor shall not be less than one hundred 
39 percent. 
40 b. "Cumulative inflation factor" means the product 
41 of the annual inflation factor for the i9~a 1988 
42 calendar year and all annual inflation Eactors-Ior 
43 subsequent calendar years as determined pursuant to 
44 this subsection. The cumulative inflation Eactor 
45 applies to all tax years beginning on or after January 
46 1 of the calendar year for which the latest annual 
47 inflation factor has been determined. 
48 c. The annual inflation factor for the t9~a 1988 
49 calendar year is one hundced percent. Netw±th8taMd±ftg 
50 ehe-eOfflptleat±OM-~f-the-aft~tlaT-±nfiat±eM-§ee~o~_tl~der 
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p6r8q~8ph-ll8ll,-the-~""tl6i-~"f!8tio"-f8eter-for-~he 
t98T-eaiendar-yee~-i~-o"e-htl"dred-~ereent~ 

d. Notwithstanding the computation of the annual 
inflation factor under paragraph "a" of-thi~ 
~~b3eet~on, the annual inflation factor is one hundred 
percent for any calendar year in ~hich the unobligated 
state general fund balance on June 30 d3-eertified-by 
the-dt~eetor-of-re~entle-e"d-fin8"ee-by-September-te-of 
the-f±~ee~-yedr-begin"rnq-i"-that-ediendar-yeer-~~ 
ie~3-th8"-~ixty-mitiio"-doitar~~--Ho~e~er,-fer-the 
i98i-and-~tlb~eqtle"t-eatendar-ye8r~.-the-anntla% 
inttat~on-feetor-r~-one-htlndred-pereent-for-eny 
ealendar-7ear-if-the-tlnobiiqeted-~tate-generat-ftlnd 
batanee-on-a~ne-3e-o~-the-eaiendar-ye8r-preeedin9-t~e 
eaiendar-yeer-for-whieh-the-faetor-i~-determined, as 
certified by the director of revenue and finance by 
October 10, is less than sixty million dollars. 

i8~--Por-pttrpo~e~-ot-~eetion-4??3.-~ttb~eetion-5. 
the-!nter"al-Reventle-eode-of-i954-~hdtl-be-interpreted 
to-inelttde-the-prov±~ion~-of-Pttb7-~7-No.-98-4. 

%9.--~he-definition-of-the-f"terna=-Revenoe-Eode-of 
%954-±n-~eet±on-4~~.3.-~obseetion-5.-~hail-be 
interp~eeed-eo-ine~tlde-p~ovisions-of-the-~aX-Refo~~ 
Aet-of-±98&.-Pob.-b.-No.-99-St4-whieh-amended-the 
rneern61-Re~entle-Eode-of-i9S4.-on=es~-the-eontext 
otherwise-~eqo!~eg. 

~e~--Ufnte~nel-Re~entle-eode-of-ige6"-mean~-the 
fnterndr-Reventle-Eode-of-i954-a~-amended-by-the-~ax 
Refor~-~ee-of-+9867-~tlb~-b.-No~-99-5r4~ 

Sec. 3. Section 422.5, subsection 1, paragraphs a 
through m, Code Supplement 1987, are amended by 
striking the paragraphs and inserting in lieu thereof 
the following: 

a. On all taxable income from zero through ten 
thousand dollars, one and one-half percent. 

b. On all taxable income exceeding ten thousand 
dollars, five and three-fourths percent. 

Sec. 4. Section 422.5, subsection 1. paragraphs n 
and o. Code Supplement 1987, are amended to read as 
follows: 

n c. The tax imoosed upon the taxable income of a 
nonresident shall be computed by reducing the amount 
determined pursuant to paragraphs "a" t:!otroo9h-ll~1l and 
"b" by the amounts of nonrefundable credits under this 
division and by mUltiplying this resulting amount by a 
fraction of which the nonresident's net income 
allocated to lo~a, as determined in section 422.8, 
subsection 2, is the numerator and the nonresident'S 
total net income computed under section 422.7 is the 
denominator. This provision also applies to 
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~ 1 individuals who are residents of Iowa for less than 
2 the entire tax year. 
3 e d. There is imposed upon every resident and 
4 nonresident of this state, including estates and 
5 trusts, the greater ot the tax determined in 
6 paragraphs "a" through 11ft11 "c" or the state 
7 alternative minimum tax equal to ftifte seventv-five 
8 percent of the maximum state individual incotr.e -taX 
9 rate, rounded to the nearest one tenth of one~rcent, 

10 of the state alternative minimum taxable income of the 
11 taxpayer as computed under this paragraph. 
12 The state alternative minimum taxable income of a 
13 taxpayer is equal to the taxpayer's state taxable 
14 income, as computed with the deductions in section 
15 422.9, with the following adjustments: 
16 (1) Add items of tax preference included in 
17 federal alternative minimum taxable income under 
18 section 57, except subsections tatt8t-aftd-tattt1:t 
19 (a)(l), (a)(2), and (a)(5), of the Internal Revenue 
20 Code e! 1:954, make the adjustments included in federal 
21 alternative minimum taxable income under section 56, 
22 except subsections (a)(4), (b)(l)(C)(iii), and (d), of 
23 the Internal Revenue Code, and add losses as required 
24 by section 58 of the Internal Revenue Code. In the 
25 case of an estate or trust, the items of tax 
26 preference, adjustments, and losses shall be 
27 apportioned between the estate or trust and the 
28 beneficiaries in accordance with rules prescribed by 
29 the director. Fer-p~rpe3e3-eE-eemp~~iMg-the-i~em3-eE 
30 ta~-p~eEereMee7-the-gaiM-Or-1:e33-Erem-the-Ee~feit~re 
31 eE-aM-iM3ta1:1:meMt-rea1:-e3tate-eeMeraet7-ehe-traM3Eer 
32 ef-rea1:-er-per3e~a1:-property-3eetlriMg-a-deot-te-a 
33 ereditor-ift-eanee1:'l:aloio1'l-ef-thalo-deblo-er-freffl-the-3a'l:e 
34 er-e~eha1'lge-ef-preperey-a3-a-reg~1:lo-ef-aelotlat-~etiee 
35 eE-foree'l:e3tlre-3ha1:±-1'lelo-be-eakeft-iftte-aeee~ftt-i1'l 
36 eefflp~tiftg-ftelo-eapiloa1:-gai~-if-a±1:-ef-lohe-fe1:tewi1'lg 
37 eeMdiloieM3-are-fflet~ 

38 tat--Phe-ferfeit~re7-eraM3fer7-er-3a1:e-er-e~eheftge 
39 we3-deMe-Eor-~he-p~rpo3e-of-e3loeb±i3hiMg-e-pe3iti7e 
40 ee3h-f1:ow,,-
41 t bt--fmllledialoe'l:y-be fere-"he-Eorfeilo~ r e7- lor a~3 f e r7 
42 er-5a'l:e-er-exehaftge7-the-ta~peyerL5-deoe-te-a33ee 
43 ratie-e~eeeded-5e¥eftt7-fi¥e-pereeftt-a5-eefflptlted-tlftder 
44 geftera±'l:7-aeeepeed-aeeetlftloiftg-praeloiee~~ 
45 tet--Phe-loBxpayerL3-ftelo-we~th-elo-~he-eftd-eE-ehe-ta~ 
46 yeer-i~-'l:e3~-lohBft-~e¥eMlo7-Ei¥e-lohetl3aftd-da'l:'l:a~~7 
47 fft-deterffli1'lift9-e-loa~pa7erL~-ftee-woreh-at-ehe-eMd-ef 
48 the-ta~-year-a-loe~payer-3ha'l:'l:-ifte±tlde-afty-a33et 
49 loraft3ferred-wiehift-OMe-htlftdred-eweftty-daY3-priar-ta 
50 ehe-eftd-ef-the-ea~-7eer-w±lohetlt-adeqtlaloe-aftd-EtlIl 



• 1 ~on~ideret%on-i"-mOne7-o~-mon~7~~-worth~--:n 
2 de~ermin~n9-the-tex~D7erL~-deot-tO-D~~et-retio7-the 
3 te~~aye~-~hari-inel~de-any-a~~et-tran~ferred7-v%thin 
4 o"e-httndred-twenty-day~-prior-to-~tteh-forfeitttre7 
S tren~fer7-or-~are-or-e~ehange7-withottt-adeqttate-and 
& tttii-eo"~%deration-in-money-or-moneyL~-worth.--Po~ 
7 ptt~po~e~-of-thi~-~ttb~eetion7-aet~ei-notiee-of 
8 foreeio~ttre-ineittde~7-bttt-i~-not-iimited-to7 
9 hankrtt~tey-or-written-notiee-E~om-a-ereditor-of-the 

10 ered%to~~~-intent-to-fo~eero~e-whe~e-there-i~ 
11 rea~onable-belief-th6t-the-ereditor-ean-fo~ee-e-~6!e 
12 of-the-~roperty. 
13 (2) Subtract the applicable exemption amount as 
14 follows: 
l~ (a) Seventeen thousand five hundred dollars for a 
16 married person who files separately oc for an estate 
17 or trust. 
18 (b) Twenty-six thousand dollars for a single 
19 person or an unmarried head of household. 
20 (C) Thirty-five thousand dollars for a married 
21 couple which files a jOint return. 
22 (d) The exemption amount shall be reduced, but not 
23 below zero, by an amount equal to twenty-five percent 
24 of the amount by which the alternative minimum taxable 
25 income of the taxpayer, computed wlthout regard to the 
26 exemption amount in this suboaragraph (2), exceeds the 
27 following: 
28 (i) Seventy-five thousand dollars in the case of a 
29 taxpayer described in subparagraph subdivision (a). 
30 (ii) One hundred twelve thousand five hundred 
31 dollars in the case of a taxpayer described in 
32 subparagraph subdivision (b). 
33 (iii) One hundred fifty thousand dollars in the 
34 case of a taxpayer described in subparagraph 
3~ subdivislon (c). 
36 (3) In the case of a net operating loss computed 
37 for a tax year beginning after Decembe~ 31, 1982, 
38 which is carried back or carried forward to the 
39 current taxable year, the net operating loss shall be 
40 reduced by the amount of the items of tax preference 
41 arising in such year which was taken into account in 
42 computing the net operating loss in section 422.9, 
43 subsection 3. The deduction for a net operating loss 
44 for a tax year beginning after December 31, 1986, 
45 which is carried back or carried forward to the 
46 current taxable year shall not exceed ninety percent 
47 of the alternative minimum taxable income determined 
48 without regard for the net operating loss deduction. 
49 ~he ~tate-arte~nat~~e-~in~m~m-ta~-of-a-ta~paye~ 
50 who~e-item~-of-ta~-prefe~enee-tnerttde-the-9ain-or-ro~~ 
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o 1 f~em-~he-Eorfe±~tlre-df-aft-~~~~diiMe~~-~eB~-e~tct~~ 
2 eoft~raee7-tne-tr~M3fer-eE-rear-dr-pers~~d±-~rOre~~7 
3 geetlri~9-a-debe-te-d-eree±~ar-ift-ea~eeI~~t±e~-ef-tha~ 
4 debt-er-from-~he-sa±e-er-e~eha~ge-oE-prepert7-a~-a 
5 restlt~-af-8eetla±-ftat±ee-ef-tereetogtire-~he~e-the-fair 
6 mar~et-vattle-of-the-taxpa1er~~-a9~et~-exeeea~-the 
7 taxpa1er~~-tiab~t±tie~-i~~eaiate~1-before-3tle~ 
8 £or£e±tctre7-~r~ns£er7-or-ea~e-er-exehan;e-ehart-nat-be 
9 9reaeer-~han-~tie~-e~ee~37-±fte~tid~ftg-aft7-d93ct 

10 erdnsferred-w±tr.±M-afte-htinared-~weMey-dale-~~ior-to 
11 ~aeh-forfe±tare7-tra"9fer7-or-9ate-or-exeha"ge~ 
12 In the case of a resident, including a residen~ 

13 estate or trust, the state's apportioned share of the 
14 state alternative minimum tax is one hundred percent 
15 of the state alternative minimum tax computed in this 
16 subsection. In the case of a nonresident, including a 
17 nonresident estate or trust, or an individual, estate, 
18 or trust that is domiciled in the state for less than-
19 the entire tax year, the state's apportioned share of 
20 the state alt~rnative minimum tax is the amount of tax 
21 computed under this subsection. reduced by the 
22 applicable credits in sections 422.10, 422.11, 
23 422.11A, and 422.12 and this result multiplied by a 
24 fraction with a numerator of the sum of state net 
25 income allocated to Iowa as determined in section 
26 422.8. subsection 2, and plus tax preference items~ 
27 adjustments, and losses under subparagraph (1) 
28 attributable to Iowa and with a denominator of the sum 
29 of total net income computed under section 422.7 and 
30 all tax preference items, adjustments, and losses 
31 under subparagraph (1). In computing this fraction, 
32 those items excludable under subparagraph (1) shall 
33 not be used in computing the tax preference items. 
34 Married taxpayers electing to file separate returns or 
35 separately on a combined return must allocate the 
36 minimum tax computed in this subsection in the 
37 proportion that each spouse's respective preference 
38 items, ander-geetio"-5~~of-the-fnternat-Reve"tle-eode 
39 of-t9~4 adjustments. and losses under subparagraph (1) 
40 bear to the combined preference items, adjustments, 
41 and losses under suboaraqraph (1) of both spouses. 
42 Sec. 5. Section 422.5, subsection lA, Code 
43 Supplement 1987, is amended by striking the 
44 subsection. 
45 Sec. 6. Section 422.5 subsection 2, unnumbered 
46 paragraph 2, Code Supplement 1987, is amended by 
47 striking the unnumbered paragraph. 
48 Sec. 7. Section 422.5, subsections 6, 7, 8, and 
49 10, Code Supplement 1987, are amended to read as 
50 follows: 



·; 

. ~ 

j~ .. 

1 6. A person who is disabled. is sixty-two years of 
2 a~ or older or is the surviving spouse of an 
3 individual o~ survivor hav:ng an insurable interest in 
4 an individual who would have qualified for the 
S e~ption under this paragraph for this tax year and 
6 rereives one or more annuities from the United States 
7 civil service retirement and disability trust fund. 
8 and whose net income, as defined in section 422.7. is 
9 sWficient to require that the tax be imposed upon it 

10 u~r this section. may determine final taxable income 
11 fm purposes of imposition of the tax by excluding the 
12 amount oE annuities received from the United States 
13 ci~il service retirement and disability trust fund. 
14 which ace not already excluded in determining net 
15 iD~e. as defined in section 422.7, up to a maximum 
16 ea~ tax year of five thousand ri~e-"tlr.e~ee six 
17 hundred twenty-seven dollars for a person who-liles a 
18 s~~ate state income tax return and eight thousand 
19 one hundred eighty-four dollars total for a husband 
20 and wife who file a joint state income tax return. 
21 Howeve:, a surviving spouse who is not disabled or 
22 sixty-two years of age or older can only exclude the 
23 amount of annuities received as a result of the death 
24 of the other spouse. The amount of the exemption 
25 shall be reduced by the amount of any social security 
26 benefits received. For the purpose of this section. 
27 the amount of annuities received from the United 
28 States civil service retirement and disability trust 
29 f~nd taxable under the Internal Revenue Code ot-i954 
30 shall be included in net income for purposes of 
31 determining eligibility under the five thousand dollar 
32 or less exclusion. 
33 7. upon determination of the latest cumulative 
34 inflation factor, the director shall multiply each 
35 dollar amount set forth in subsection 1. paragraphs 
36 "a" th~otloh-umu and "b" of this section, and each 
37 dollar amount specified in this section as the maximum 
38 amo~nt of annuities received which nay be excluded in 
39 determining final taxable income, by this cumulative 
40 int'ation factor, shall round off the resulting 
41 product to the nearest one dollar, and shall 
42 Incoroorate the result into the income tax forms and 
43 instructions tor each tax year. 
44 a~--Tneome-o~-en-ind%vidtlei-whie~-i~-exe~tldee-f~om 
45 9ro~~-~neome-~nde~-~he-Tn~e~ne~-Reventle-€ode-of-i95~ 
46 e~-a-~e~~i~-or-e"e-p~ovi~+on~-or-~he-Ho~eage-Reiie~ 
47 Aet-or-%gee7-94-~eae~-±96~7-~"e%i-not-be-±ne%tlded-e~ 
48 ±ncome-in-eomp~tinq-the-ea~-±mpo~ed-by-eh±~-~eet±on~ 
49 10. In addition to the other taxes imposed by this 
50 section, a tax is imposed on the amount of a lump sum 
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~ 1 distribution for which the taxpayer has elected under 
2 section 402(e) of the Internal Revenue Code ~f-t954 to 
3 be separately taxed for federal income tax purposes 
4 for the tax year. The rate of tax is equal to twenty-
5 five percent of the separate federal tax imposed on 
6 the amount of the lump sum distribution. A 
7 nonresident is liable for this tax only on that 
8 portion of the lump sum distribution allocable to 
9 Iowa. The total amount of the lump sum distribution 

10 subject to separate federal tax shall be included in 
11 net income for purposes of determining eligibility 
12 under the five .thousand dollar or less exclusion. 
13 Sec. 8. Section ~22.6, unnumbered paragraph 2, 
14 Code 1987, is amended to read as follows: 
15 The beneficiary of a trust who receives an 
16 accumulation distribution shall be allowed credit 
17 without interest for the Iowa income taxes paid by the 
18 trust attributable to ~tleh the accumulation 
19 distribution in a manner corresponding to the 
20 provisions for credit under the federal income tax 
21 relating to accumulation distributions as contained In 
22 the Internal Revenue Code ef-t95~. The trust ~hatt lS 

23 not be entitl~d to a refund of taxes paid on the 
24 distributions. The trust shall maintain detailed 
25 records to verify the computation of the tax. 
26 Sec. 9. Section 422.7, unnumbered paragraph 1 and 
27 subsections 2, 6, 7, 8, 9, 11, 15, 16, 19, and 21, 
28 Code Supplement 1987, are amended to read as follows: 
29 The term Mnet income" means the adjusted gross 
30 income as properly computed for federal income tax 
31 purposes under the Internal Revenue Code ei'-l:954, with 
32 the following adjustments: 
33 2. Add inter~st and dividends from foreign 
34 securities and from securities of state and other 
35 political subdivisions exempt from federal income tax 
36 under the Internal Revenue Code ef-~95~. 
37 6. Individual taxpayers and married taxpayers who 
38 file a joint federal income tax return and who elect 
39 to file a joint return, separate returns, or separate 
40 filing on a combined return for Iowa income tax 
41 purposes, may avail themselves of the disability 
42 income exclusion and shall compute the amount of the 
43 disability income exclusion subject to the limitations 
44 for joint federal income tax return filers provided by 
45 section 105(d) of the Internal Revenue Code ei'-t954. 
46 The disability income exclusion provided in section 
47 105 (d) of the Internal Revenue Code ei'-t954, as 
48 amended up to and including December 31, 1982, 
49 continues to apply for state income tax purposes for 
50 tax years beginning on or after January 1, 1984. 
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7. Add to the taxable income of trusts. that 
port Lon of trust income excluded from federal taxable 
income under section 641(c) of the Internal Revenue 
Code of -:1:954. 

8. Married taxpayers who file a joint federal 
income tax return and who elect to file separate 
returns or separate filing on a combined return for 
Iowa income tax purposes. may avail themselves of the 
expensing of business assets and capital loss 
provisions of sec~ions 179(a) and 1211(b) respectively 
of the Internal Revenue Code of-~954 and shall compute 
the amount of expensing of business assets and capital 
loss subject to the limitations for joint federal 
income tax return filers provided by sections 179(b) 
and 1211(b) respectively of the Internal Revenue Code 
of-+954. 

9. Subtract the amount of the jobs tax credit 
allowable for the tax year under section Sl of the 
Internal Revenue Code of-~954 to the extent that the 
credit increased federal adjusted gross income. 

11. Subtract the amount of the alcohol fuel credit 
allowable for the tax year under section 40 of the 
Internal Revenue Code or-i954 to the extent that the 
credit increased federal adjusted gross income. 

15. ~he-dedtlee~o~-aiiowed-o"de~-~eetio"-~6~tht-of 
the-inter"a~-~e~enoe-Eode-of-~954-i~-"ot-appiieab!e-~n 
eomptlt~"9-foW6-ne~-i~eome-for-any-tax-year-be9i"ni"9 
o"-or-before-6eeember-~~.-igee~--~he-dedtlet~o"-aiiowed 
tl"der-~eet!o~-6e4-of-the-~ax-Refo~m-Aet-of-~916,-a~ 
amended-tlp-to-anci-ine:tldi"9-Beeember-~i.-igee,-i~ 
ai%owab~e-in-eomptltt"9-rowa-net-ineome.-for-tax-year~ 
be9i""inq-on-o~-before-8eeember-3i.-igee.-onder 
provi~iona-effeet~~e-for-the-ye6r-for-whieh-the-retorn 
ia-made~ The deduction allowed under section 162(h) 
of the Internal Revenue Code of-i954 is not applicable 
in ccmputing Iowa net income for any tax year 
beginning on or after January 1. 1981. The deduction 
allowed under ~ect;on 604 of the Tax Reform Act of 
1976. as amended up to and including December 31. 
1980. is allowable in computing Iowa net income for 
tax years beginning on or after January 1. 1981. The 
maximum allowable deduction. other than for travel 
expense. shall not exceed fifty dollars per day. ~here 
if the taxpayer elects on the Iowa return to be 
governed by section 604 of the Tax Reform Act of 1976. 
as amended up to and including December 31. 1980. 
unless the taxpayer itemized expenses. 

16. Add the amounts deducted and subtract the 
amounts included as income as a result of the 
treatment provided sale-leaseback agreements under 
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section 168(f)(8) of the Internal Revenue Code cE-~95~ 
for property placed in service by the transferee~ior 
to January 1, 1986, to the extent that the amounts 
deducted and the amounts included in income are not 
otherwise deductible or included in income under the 
Internal Revenue Code cE-r95~ as amended to and 
including December 31, 1985. Entitlement to 
depreciation on any property included in a sale
leaseback agreement which is placed in service by the 
transferee prior to January 1, 1986, shall be 
determined under the Internal Revenue Code cf-±95~ as 
amended to and including December 31, 1985, excluding 
section 168(f)(8) in making the determination. 

19. Married taxpayers, who file a joint federal 
income tax return and who elect to file separate 
returns or who elect separate filing on a combined 
return for state income tax purposes, shall include in 
net income any social security benefits cr-eier-± 
rai±read-retirement-befteE±es received to the same 
extent as those benefits are taxable on the taxpayer's 
joint federal return for that year under section 86 of 
the Internal Revenue Code cf-~95~. The benefits 
included in net income must be allocated bet'o'Ieen the 
spouses in the ratio of the social security benefits 
cr-e±er-r-rairrcad-reeiremene-benefies received by 
each spouse to the total of these benefits received by 
both spouses. 

21. Add the four percent of the basic salary of a 
judge, who is a member of the judicial retirement 
system established in chapter 602, article 9, which is 
exempt from federal income tax under the Internal 
Revenue Code of-r95~. 

Sec. 10. Section 422.7, subsections 23, 24, and 
27, Code Supplement 1987, are amended by striking the 
subsections and inserting in lieu thereof the 
following: 

23. Add the amount of intangible drilling and 
development costs optionally deducted in the year paid 
or incurred as described in section 57(a)(2) of the 
Internal Revenue Code. This amount may be recovered 
t.hrough cost depletion or depreciation, as appropriate 
under rules prescribed by the director. 

24. Add the percentage depletion amount determined 
with respect to an oil, gas, or geothermal well as 
described in section 57(a)(1) of the Internal Revenue 
Code. 

27. Add interest and dividends from regulated 
investment companies exempt from federal income tax 
under the Internal Revenue Code and subtract the loss 
on the sale or exchange of a share of a regulated 



~ 1 investment company held for six months or less to the 
2 extent the loss was disallowed under section 
3 852(b)(4)(B) of the Internal Revenue Code. 
4 Sec. 11. Section 422.7, subsections 5, 10, 12, 13, 
5 14, 16A, 17, 20, 22, and 26, Code Supplement 1987, are 
6 amended by striking the subsections. 
7 Sec. 12. Section 422.8, subsection 2, Code 1987, 
8 is amended to read as follows: 
9 2. Nonresident's net income allocated to Iowa is 

10 the net income, or portion thereof, which is derived 
11 from a business, trade, profession, or occupation 
12 carried on within this state or income from any 
13 property, trust, estate, or other source within Iowa. 
14 If any a business, trade, profession, or occupation is 
15 carried-on partly within and partly without the state, 
16 only the portion of the net income which is fairly and 
17 equitably attributable to that part of the business, 
18 trade, profession, or occupation carried on within the 
19 state is allocated to Iowa for purposes of section 
20 422.5, subsection 1, paragraph llnll "c" and section 
21 422.13 and income from any property~rust, estate, or 
22 other source partly within and partly without the 
23 state is allocated to Iowa in the same manner, except 
24 that annuities, interest on bank deposits and 
25 interest-bearing obligations, and dividends are 
26 allocated to Iowa only to the extent to which they are 
27 derived from a business, trade, profession, or 
28 occupation carried on within the state. However, 
29 income received by an individual who is a resident of 
30 another state is not allocated to Iowa if the income 
31 is subject to an income tax imposed by the state where 
32 the individual resides, and if the state of residence 
33 allows a similar exclusion for income received in that 
34 state by residents of Iowa. In order to implement the 
35 exclusions, the director shall designate by rule the 
36 states which allow a similar exclusion for income 
37 received by residents of Iowa, and may enter into 
38 agreements with other states to provide that similar 
39 exclusions will be allowed, and to provide suitable 
40 withholding requirements in each state. 
41 Sec. 13. Section 422.9, subsection 1, Code 
42 Supplement 1987, is amended to read as follows: 
43 1. An optional standard deduction of fifteen 
44 percent of the net income after deduction of federal 
45 income tax, not to exceed one thousand two hundred 
46 dollars for a married person who files separately, one 
47 thousand two hundred dollars for a single person or 
48 three thousand dollars for a husband and wife who file 
49 a joint return, a surviving spouse as defined in 
50 section 2 of the Internal Revenue Code o£-i954, or an 
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~ 1 unmarried head of household as def~ned in the Internal 
2 Revenue Code o£-~95~-or-3~-opt±ond~-3taftcia~d-dea~eti~~ 
3 afee~-eecltle~ieM-a~-§ede~ai-±Meaffie-tdx-eqtl~l-~o-ene 
4 thatlsaftd-two-htlftdred-~h~~ty-do~iar~-for-a-ffiarL~ed 
5 persoft-whe-f±le~-~ep3rately-or-a-5±Mgle-per~0n-er 
6 eqtla±-e~-ehree-the~~aftd-th±rt7-d~i~~r~-fe~-d-htl~beF.d 
7 aftd-W±fe-whd-f±~e-a-je±Me-rettl~ft7-a-~~r~±~±M~-3poe3e7 
8 e~-aft-tlftffierr±ed-hedd-ef-hetldehe±d. ~he-a~t±eftd± 
9 g~B~dard-dedtlet±an-3h~~~-fte~-exeeed-~he-a~otl~~ 

10 rema±n~Mg-af~er-dedtlet~on-of-the-feae~ai-±fteo~e-td~7 
11 A-ta~payer-who-e~aim3-the-optional-~taMda~d 
12 dedtlee±eft-~ftder-th±d-d~b~eet±Oft-ffid7T-after-e~a±ffi±~g 
13 the-ept±efta~-~ta~derd-deduettoft7-ela±ffl-tfte-e±reet 
14 ehar±table-eofttr±btlt±eft-ad-aiiowed-a~d-3~bjeee-te-the 
15 gaffle-l±m±t8t±on~-~re~±ded-eftde~-3ece±eM-tTet±t-a~-the 
16 Tneerna~-Revefttle-eacie-aE-i95q-~ar-~e~-7edrd-encl±ng-o~ 
17 er-be~~re-8eeeffiber-3±T-~986~--Hawe~erT-the-eecitlet±aft 
18 shai±-be-eaffi~tlted-ae-~re~ieed-~nder-3eet±en-i~8t±t-e~ 
19 the-interftdl-Re~eft~e-e~de-af-~95~-a~-a~~~iecl-te-ta~ 
20 year-i984~--Marr±eci-ta~~a7er3-whe-ha~e-f±lecl-a-je±~t 
21 federet-rettlrft-aftd-w~a-e~ee~-te-f±te-eepd~dte-ret~rfte 
22 ~r-3e~erateiy-an-d-eaffibinee-3tate-retern-mtl~~-a±±aeate 
23 ~he±r-B~iawBbie-ehd~±tab!e-dedtlet±oft-ta-eaeh-3petl3e-±ft 
24 the-~re~ert±~n-thet-edeh-speeae~~-re3~eet±~e-ftee 
25 ±ne~me-bedrs-ta-the-tetdi-ee~~±nee-ftee-±neeme~ 
26 ~a~~a7e~s-aEfeeted-by-the-e±±~eatien-~re~iei~"~-of 
27 3eetien-4~~~8-~hdii-be-~erm±~tee-d-dedtletie~-i~-the 
28 am~tlnt-e3-±~-fa±r±y-and-eqtl±tdbi1-atteedbie-t~-fewa 
29 tl~der-rtlte~-~reser±bed-by-the-cl±reeter~ 
30 Sec. 14. Section 422.9, subsection 2, unnumbered 
31 paragraph 1, Code Supplement 1987, is amended by 
32 striking the paragraph and inserting in lieu thereof 
33 the following: 
34 The total of contributions, interest, taxes, 
35 medical expense, nonbusiness losses, miscellaneous 
36 expenses, and moving expenses deductible for federal 
37 income tax purposes under the Internal Revenue Code, 
38 with the following adjustments: 
39 Sec. 15. Section 422.9, subsection 2, paragraph e, 
40 Code Supplement 1987, is amended by striking the 
41 paragraph. 
42 Sec. 16. Section 422.9, subsection 3, unnumbered 
43 paragraph 1 and paragraph c, Code Supplement 1987, are 
44 amended to read as follows: 
45 IEL after applying all of the adjustments provided 
46 for in section 422.7, the allocation orovisions of 
47 section 422.8, and the deductions all~wable in this 
48 section subject to the modiEications provided in 
49 section 172(d) of the Internal Revenue Code e~-t954, 
50 the taxable income results in a net operating loss, 



1 the net operating loss shall be ceducted as ~ollows: 
2 c. If the election u~der section 172(b)(3)(C) of 
3 the :nternal Revenue Code of-+954 is made, the Iowa 
4 net operating loss shall be carried forwa~d fifteen 
5 taxable years. 
6 Sec. 17. Section 422.9, subsection 6, Code 
7 Supplement 1987, including four »aragraphs, IS amended 
8 by s:riKing the subsection. 
9 Sec. 18. Section 422.10, unnumbered paragraph 1, 

10 Code S~»plement 1987, is amended to read as fo:lows: 
11 T~e taxes imposed under this division shall be 
12 teduced by a state tax credit for increasing tesearch 
13 activities in this state. For individuals, the credit 
14 ~~eii-eqtla+ equals six and one-half perce~t ot the 
15 state's apportioned share of the qualifying 
16 expenditures for increasing research activities. The 
17 state's apportioned share of the qualifying 
18 expenditures for increasing research activities is a 
19 percent equal to the ratio of qualified research 
20 expenditures in this state to total qualified research 
21 expenditures. For purposes of this section, an 
22 individual may claim a research credit for qualifying 
23 research expenditures incurred by a partnetship, 
24 su~chapter S corporation, and estate or trust electing 
25 to have the income taxed directly to the individual. 
26 The a~ount claimed by the individual shall be based 
27 upon the pro rata share of the individual's earnings 
28 of a partnership, subchapter S corporation, or estate 
29 or t~ust. For purposes of this sec:ion, "qualifying 
30 expe~ditures for increasing research activities" means 
31 the qualifying expenditures as defined to~ the tederal 
32 credit for increasing research activities which would 
33 be allowable under section 39 41 of the Internal 
34 Revenue Code of-+954,-~"-effee~o"-ae"tla~~-+7-i995,-o~ 
35 whte~-weo+d-be-aiioweo+e-tlnde~-~eet±o"-4+-of-the 
36 '~te~~el-Reve"oe-Eode-e~-+986. 
37 S~c. 19. Section 422.12, subsectio~ l. paragraph 
38 c, C0de Supplement 1987, is amended to read as 
39 follows: 
40 c. ?or each dependent, an additional ten dollars. 
41 As used in this section, the term "dependent" ~~e~i 
~2 ~~ve has the same meanina as provided by the Interna: 
~3 Reveni:i"e"Code o~-+954. ' . 
44 Sec. 20. Section 422.~2, subsection 2, ur.~umbered 

45 pa~agraph I, Code Supplement 1987, is amended to read 
46 as follows: 
47 A child and dependent care credit equal to forty-
48 five percent of the federal child and dependent care 
49 credit provided in section 21 of the Internal Revenue 
50 Code of-i95';. 
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Sec. 21; Section 422.13, subsection 1, paragraph 
a, Code Supplement 1987, is amended to read as 
follows: 

a. The individual is required to file a federal 
income tax return under the Internal Revenue Code ~f 
3:954. 

Sec. 22. 
paragraph I, 
as follows: 

Section 422.16, subsection I, unnumbered 
Code Supplement 1987, is amended to read 

Every withholding agent and every employer as 
defined in this chapter and further defined i~ the 
Internal Revenue Code ~E-t954, with respect to income 
tax collected at source, making payment of wages to a 
nonresident employee working in Iowa, or to a resident 
employee, shall deduct and withhold from the wages a~ 
amount which will approximate the employee's annual 
tax liability on a calendar year basis, calculated on 
the basis of tables to be prepared by the department 
and schedules or percentage rates, based on the wages, 
to be prescribed by the department. Every employee or 
other person shall declare to the employer or 
withholding agent the number of the employee's or 
other person's personal exemptions and dependency 
exemptions or credits to be used in applying the 
tables and schedules or percentage rates. However, no 
greater number of personal or dependency exemptions or 
credits may be declared by the employee or other 
person than the number to which the employee or other 
person is entitled except as allowed under section 
3402(m)(1) of the Internal Revenue Code ~E-t954. The 
claiming of exemptions or credits in excess of 
entitlement is a serious misdemeanor. 

Sec. 23. Section 422.16, subsection II, paragraphs 
a and d, Code Supplement 1987, are amended to read as 
follows: 

a. Every person o~ married couple filing a return 
shall make estimated tax payments if the person's or 
couple's Iowa income tax attributable to income other 
than wages subject to withholding can reasonably be 
expected to amount to fifty dollars or more for the 
taxable year, except that, in the cases of farmers and 
ftgner3 fishermen, the exceptions provided in the 
Internal Revenue Code ~f-t954 with respect to making 
estimated payments apply. The estimated tax shall be 
paid in quarterly installments. The first installment 
shall be paid on or before the last day of the fourth 
month of the taxpayer's tax year for which the 
estimated payments apply. The other installments 
shall be paid on or before June 30, September 3D, and 
January 31. However, at the election of the person or 
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1 marr;ed couple, any ins~all.ment of t~e estimated tax 
2 aay be paid pr :or to the date prescr ibed for its 
3 payment. IE a person or marcied couple filing a 
4 return has ceaso,", to belleve that the person's or 
5 couple's IOlola income tax may increase or decrease, 
'fi~r foc purposes of meeting the requirement to make 
7 !Stimated tax payments or for the £lurpose of 
8 ~ncreasing or decreasing estimated tax payments, the 
9 person or marr~ed couple shall increase or decrease 

10 ~ subsequent estlmated tax payments accordingly. 
11 d. Any amount of estimated tax £laid is a credit 
12 ~ainst the amo~nt of tax found payable on a final, 
13 c~leted return. as provided in sUbsection 9, 
14 relating to the credit tor the tax loIithheld against 
15 the tax found payable on a return properly and 
16 rorrectly prepared under sections 422.5 through 
17 422.25. and any overpayment of one dollar or more 
18 ~ll be refunded to the taxpayer and the return 
19 Const i tutes a c la:m for ref und for t his pu rpose. 
20 Amounts less than one dollar shall not be refunded. 
21 The method provided by the Internal Revenue Code ef 
22 %9'>4 for determining what is appl icable to the 
23 addition to tax fOr underpayment of the tax payable 
24 applies to persons required to make payments of 
25 estimated tax ur.der this section except the amount to 
26 be adced to the tax Eor underpayment of estimated tax 
27 is an amount determ~ned at the rate in effect under 
28 SectiOn 421.7. This addition to tax specified tor 
29 underpaymer.t ot the tax payable is not subject to 
30 waiver provisions relating to reasonable cause. except 
31 as provided in the Internal Revenue Code of-i9S~. 
32 Underpayment of estimated tax shall be determined In 
33 the same manner as provided under the Internal Revenue 
34 Code ef-t954 and the exceptions in the Internal 
35 Revenue Code ef-i954 also apply. 
36 Sec. 24. Section 422.20. subsection 2, Code 
37 Suppl-=ment 1987, is amended to read as fol1olols; 
38 2. It :I"",H-be is ur.lalolful for 8:'11 an officer. 
39 employee. or agent.-or former oE~icer. employee. or 
40 agent of the state to disclose to any person, except 
41 as authorized 1n s~bsection 1 of tnlS section, any 
42 federal tax retu,n or return information as defined ir. 
43 section 6103(b) of the Internal Revenue Code e~-~95 •. 
44 It sheri-f~rthe~-be is unlawfUl for 6~1 a oerson to 
45 IoIhom any federal tax-return or return information. as 
46 defined in section 6103(b) of the Internal Revenue 
47 Cede of-t954, is disclosed in a manner unauthorized by 
48 subsection 1 of this section to thereaEter print or 
49 publish in any manner not provided by law any such 
50 return or return information. A:'Iy A person eommitt~:'Iq 

-1')-
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1 dft-o€€eft~e-~g8±~3c-~~e-fe~ege±Mg violating this 
2 provision e~all-be is guilty of a serious misdemeanor. 
3 Sec. 25. Section422.21, unnumbered iJaragraphs 4, 
4 5, and 6, Code SUiJpleme~t 1987, are amended to read as 
5 follows: 
6 The director shall determine for the t9i9 1989 a~d 
7 each subsequent calendar 7eare year the annual and 
8 cumulative inflation factors Eo~eee each calendar 
9 7eare ~ to be applied to tax years beginning on or 

10 after January 1 of that calendar year. The director 
11 shall compute the new dollar amounts as specified 
12 eherein to be adjusted in section 422.5 by the latest 
13 cumulat~ve inflation factor and round off the result 
14 to the nearest one dollar. The annual and cumulative 
15 inflation factors determined by the director are not 
16 rules as defined in section 17A.2, subsection 7. 
17 The department shall Drovide on income tax forms or 
18 in the instruction bookl~ts in a manner that will be 
19 noticeable to the taxpayers a statement ee-t~e-e~te~t 
20 that, even though the taxpayer may not have any 
21 federal or state income tax liability, the taxpayer 
22 may be eligible for the federal earned income tax 
23 credit. The statement shall also contain notice of 
24 where the taxpayer may check on the taxpayer's 
25 eligibility for this credit. 
26 Phe-depareme"t-ehall-prepare-and-make-avaiiab±e-a 
27 gpee±81-rettlrn-Ear-£±±~ng-a-~8x-refdnd-e~a±~-re~tl=t±ftg 
28 l'rom-ehe-"ee-ea?itat-gaill-eedt:!etie"-at:!enerized-ift 
29 eeeeie"-4~~~97-et:!bsee~ie"-67--PMe-epeeiat-ree~r"s 
30 gha±~-be-de~±9ned-3e-t~at-the-de~artmen~-wit~-be-dbie 
31 ~e-eempite-daea-~hat-idefte~f±ee-ehe-setlree-a"d-t7pe-ef 
32 ehe-eapieat-gai~s~d"d-teeses-aftd-ehe-geegraphieat 
33 toeaeieft-ef-ehe~~ra"eaee±ofts-invetvi"g-ehe-eapitat 
34 gai"S-aMd-tessee7--B7-dafttlcry-t5,-t989,-ehe-departme"e 
35 shatt~make-avaitabte-eo-the-ge"erat-assembty-ehe-data 
36 eompiled-l'rom-the-~pee±at-reetlr"s-fited-dtlr±"g-ehe 
37 previet:!a-eate"dar-7ear~ 
38 Sec. 26. Section 422.25, subsection I, unnumbered. 
39 paragraph 1, Code 1987, is amended to read as follows: 
40 Within three years after the return is filed or 
41 within three years after the return became due, 
42 including any extensions of time for filing, whichever 
43 time is the later. the department shall examine it and 
44 determine the correct amount of tax, and the amount 
45 determined by the department is the tax. However, if 
46 the taxpayer omits from income an amount which will, 
47 under the Internal Revenue Code of-±954, extend the 
48 statute of limitations for assessment oE federal tax 
49 to six years under the federal law, the period for 
50 examination and determination is six years. In 



1 addition to the applicable period of limitation for 
2 examinatlon and deter~inat~o~. the department may make 
3 an examination and dete:m1nation at any time within 
4 six months from the date of receipt by the department 
5 of written notice from the ~axpayer of the final 
6 disposition of any matter between the taxpayer and the 
7 internal revenue service with respect to the 
8 particular tax year. In order to begin the running of 
9 the ~~x-month~~ six-month oe~iod. the notice shall be 

10 1n writing in any form Su:~icle~t to inform the 
11 department of the final dispcsition with respect to 
12 that year. and a copy of :he federal document showing 
13 the final disposition or final federal adjustments 
14 _?halL~e_auac.hecL...t.o---the not ice. 

-----.-1"5- Sec. 27. Sectior. 422.43. subsections 1, 2, 6. and 
16 10. Code Supplement. 1987. are amended to read as 
17 follows: 
18 1. There is imposed a tax of fOtt~ five percent 
19 upon the gross receipts from all sales of tangible 
20 personal property. consisting of ooods. ~ares, or 
21 merChandise, except as otherwise provided in this 
22 division, sold at retail in the state to consumers or 
23 users; a like rate of tax upon the gross receipts from 
24 the sales, furnishing or se:vice of gas. electricity, 
25 water. heat. and communication service. including the 
26 gross receipts from such sales by any municipal 
27 corporation furnishing gas. electricity. ~ater. heat, 
28 and communication service to the public in its 
29 proprietary capacity. except as otherwise provided in 
30 this division, when sold at retail in the state to 
31 consumers or use~s; a like rate of tax upon the gross 
32 ~eceipts from all sales of ~ickets or admissions to 
33 places of amusement. fairs, and athletic eve~ts except 
34 those of elementary and secondary educational 
35 institutions; and a like rat~ of tax upon that part of 
36 private club membership fees or charges paid for the 
37 priv!~ege of participati~q In a~y athletic spo~ts 
38 provided club members. 
39, 2. There is imposed a te~-ef-Eottr-peree~e ~ike 
40"rate o~ tax upon the gross receip~s derived from the 
41 opela~ion of all forms oE amusement devices and games 
42 of skill. games of chance. :aEfles. and bingo games as 
43 defihe& in chapter 993. operated 0; conducted within 
44 the state of Iowa. the tax to be collected from the 
450pe'rator in the same manner as is pro,,·ided for the 
~6;".:collection of taxes upon :he gross receipts of tickets 
4~,or admission fees as provided in thlS section. The 
48- tax soall also be imposed upon the gross receipts 
49 derived from the sale of lottery tickets or shares 
~&~uJsuant to chapter 99E. The tax on the lottery 

.. ~ 
. . ' .... . 
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P 1 tickets or shares shall be included In the sales price 
2 and distributed to the general fund as provided in 
3 section 99E.IO. 
4 6. There is imposed a ~8x-ef-fetlr-peree"t like 
5 rate of tax upon the gross receipts from the sales of 
6 optional service or warranty contracts which provide 
7 for the furnishing of labor and materials and resuire 
8 the furnishing of any taxable service enumerated under 
9 this section. The gross receipts are subject to tax 

10 even if some of the services furnished are not 
11 enumerated under this section. For the purpose of 
12 this division, the sale of an optional service or 
13 warranty contract is a sale of tangible personal 
14 property. Additional sales, servicesL or use tax 
15 shall not be levied on services, parts, or labor 
16 provided under optional service or warranty contracts 
17 which are subject to tax under this section. 
18 10. There is imposed a tax of fear five percent 
19 upon the gross receipts from the rendering, 
20 furnishing, or performing of services as defined in 
21 section 422.42. 
22 Sec. 28. Section 422.47, Code Supple~ent 1987, is 
23 amended by adding the following new subsection: 
24 NEW SUBSECTION. 5. Construction contractors may 
25 make application to the department for a refund of the 
26 additional one percent tax paid under this division or 
27 the additional one percent tax paid under chapter 423 
28 by reason of the increase in the tax from four to five 
29 percent for taxes paid on goods, wares, or merchandise 
30 under the following conditions: 
31 a. The goods, wares, or merchandise are 
32 incorporated into an improvement to real estate in 
33 fulfillment of a written contract fully executed prior 
34 to January I, 1989. The refund does not apply to 
35 equipment transferred in fulfillment of a mixed 
36 construction contract. 
37 b. The contractor has paid to the department or to 
38 a retailer the full five percent tax. 
39 c. The claim is filed on forms provided by the 
40 department and is filed within one year of the date 
41 the tax is paid. 
42 A contractor who makes an erroneous application for 
43 refund is liabl~ for payment of the excess reEund paid 
44 plus interest at the rate in effect under section 
45 421.7. In addition, a contractor who willfully makes 
46 a false application for refund is guilty of a simple 
47 misdemeanor and is liable for a penalty equal to 
48 seventy-five percent of the excess refund claimed. 
49 Excess refunds, penalties, and interest due under this 
50 subsection may be enforced and collected in the same 



., 
'-

1 run~er as t~e tax i~posed by this div1sion. 
2 Sec. 29. Sectio:1 422.72, subsection 2. Code 
3 Supplement 1987, is amended :0 read as Eo:lows: 
4 2. Fede<al tax returns, copies of returns, and 
5 return information as defined in section 6103(b) of 
6 the Internal Revenue Code of-~9~4, which are required 
7 to be filed with the department for the enforcement of 
8 the income tax laws of this state, shall be de~med-~"d 
9 held as confidential by the depattmen: a~d subject to 

10 the disclosure limitations i~ subsec~ion 1 ~f-e~t~ 
11 ~~r:tion. 

l2 Sec. 30. Section 422.73, subsection .;, Code 
13 Supplement 1987, is amended by str'ki~g the 
14 subsect ion. 
IS Sec. 31. Section 423.2, Code 1987, is amended to 
16 read as follows: 
17 423.2 I~POSITrON OF T~X. 
18 An excise tax is imposed on the use in this state 
19 of tangible personal property purchased for use in 
20 this state, at the rate of fo~r five ~ercent of the 
21 purchase price of the property. The excise tax is 
22 imposed upon every person using the property within 
23 this state until the tax has been paid cirectly to the 
24 county treasurer or the state department of 
25 transporta~ion, to a retailer, or to the department. 
26 An excise tax is imposed on the use in this state of 
27 services enumerated in section 422.43 at the rate of 
28 fo~~ five percent. This tax is applicable ~here 
29 services are rendered, furnished, or perfo:~ed in this 
30 state or where the product or resul~ of ~he service is 
31 used 1n this state. This tax is imposed on eve:y 
32 person using the services or the prOduct of the 
33 services in this state until the user has paid the tax 
34 eithe~ to an Iowa use tax Dermit holder or to the 
35 department. . 
36 Sec. 32. This section applies i~ :e~ard to the 
37 increase in the state sales, ~ervice~, and ~se tax 
38 from fau: to five percent under sectlons 27 a~d 31. 
39 ~he use tax rate of five perce~t applies to motor 
40 venicles subject to registratio:1 which are registered 
4l en or after January 1, 1989. ~he ~ive percent use tax 
~2 rate applies to the use of property when the first 
4] ta~able use in this state occu~s on or afte~ January 
<;4 1,1989. The five percent rate applies to the gross 
~5 receipts from the sale, furnishing, or service of gas, 
46 electricity, water, heat, and communication service if 
47 the date of billing the customer is on or after 
48 January 1, 1989. In the case of a service contract 
49 entered into prior to January 1, 1989, which contract 
50 calls Eor periodic payments, the five percent rate 
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applies to those payme~ts made or due on or after 
January I, 1989. This periodic payment applies, but 
is not limited to, tickets of admissions, private cl~b 
membership fees, sources of amusement, equipment 
rental, dry cleaning, reducing salons, dance schools, 
and all other services subject to tax, except the 
aforementioned utility services which are subject to a 
special transitional rule. Unlike periodic payments 
under service contracts, installment sales of goods, 
wares, and merchandise are subject to the Eull amount 
of sales or use tax when the sales contract is entered 
into or the property is used in Iowa. 

Sec. 33. Sections 1 through 26 and 29 of this Act 
are retroactive to January I, 1988, for tax years 
beginning on or after that date. 

Sec. 34. Sections 27,28,31, and 32 of this Act 
are effective January I, 1989. 

Sec. 35. This Act, being deemed of immediate 
importance, takes effect upon enactment." 

2. Title page, by striking lines 1 through 3 and 
inserting the following: "An Act relating to the 
state's conforming its individual income taxes with 
the new federal tax provisions, rewriting the state 
minimum taxes to conform with federal provisions, 
changing the tax rates, updating". 

3. Title page, line 5, by inserting after the 
word "applicability" the following: "and to 
increasing the state's sales, services, and use 
taxes,". 

S-5015 
Filed January 25, 1988 BY GEORGE KINLEY 

JACK RIFE 
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ALEO JAN 25 1988 

In compli.r.ce yith a yritten request received January 25, 1988, a fiscal note 
for 5~ 2074 AS AMENDfD BY 5-S016 is hereby submitted p~~suant to Joint Rule 
17. Data used In developin& this fiscal note arc available from the 
Legislative fiscal Bureau to members of the Legislat"re upon request. 

5-5016 updates references t~ the Internal Revenue Code, most recently updated 
by Senate FIle 523, passed durIng the First Extraordinary Session of the 1987 
Ceneral Assembly of 1987. It also couples with the Revenue Act of 1ge7. 

~I seAL f~nCT 

Corpora~e Income 

Busi.ness Heals 
Depreciation 
~3~~ive Invest~en~ 
Ca?italizatio~ Rules 
Long Term Contracts 
.'"!:ni!'T'l:.rm Tax 
Cor?or"te Rates 
Investment Tax Cre~it 
Research Credit 

CORPORATE INCOHE TOTAL 

UpdJ:e of Rc:c~ences to the Inter"at Revenue Coce 

fY8B 

$ 4.5 
(4.'» 

6.0 
4.0 
5.0 

S 15. a 

FY89 

$ 2.5 
(3.5) 
(2.5 ) 
9.0 
3.5 
9.0 
7.4 

(7.4 ) 

S 18.0 

The Omo,ous Reconciliation Act of 1987, cont",ns several ?,ovlsions which witt 
hJVC a direct impact on lova ~ax receipts if leva Code rcfe~ences to ~hc 
retorna! R~ven"e Code (IRe) are updated to include change$ ~ade to the IRC 
through 1987. 

The effects of coupling are p"ovided below. 

Assumetio~5 

1. ProviSIons analyzed yere those which had a significar.t fiscal imp.ct 
p~ojected at the state level, or those for yhich sufficie~t infe"~atio" 
is av!itabl~ upon which to base An esCimd:e. 

2. At this time, the data i~ limited but sufficient to complete projections. 

3. Historical ~elationships betyeen federal and Iewa taxes provide valid 
guidelines fer making current projections. 

,. State tax laws yi II be "coupled" yith the federal changes to the extent 
consistent with past practices. 

~. To the limited degree required, the individUAl tAX change~ uerc estimated 
us,n! the pertinc~t provisions of Hf 689. Estl~ates provided here 
refiec~ mid-points of ra~ges. 
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STATE OF IOWA 

FISCAL NOTE 
LSB No 7511S 2 
SlaH!D. i'DD 

REQ. BY SENA'!'OR BRCt:ER SEXA1'E FILE 2074 P,S Tu'''ElJl)E~ BY 
-2-

I'ISCAl. ~I'I'~CT 

Provisions P.imarily Affecting In IndivIduals 

Provisions Affecting Business (including individual 
income And inheritance taxes) 

Vacation p~y reserve 
Completed contract method 
lnst~llment sales 
Corpo.ate dividends received deduction 
Pension fur.ding 
Estate ESOP lim'ta~ion 

TOTAL 

OV~RALL FISCAL el'l'~CT 

fY89 (",,1110n5) 

($ 0.25) 

$ 1. 25 
0.75 
3. 75 
0.'>0 
1. '>0 
1. 50) 

S 6.0 

It IS c5ti~ated this amendmcn~ ~ill incre~se FY89 general r~nd r~venues by 
~9.0 milli~n ove. FYS8 gcncr31 funG revenues ($3.C mi,lion d~e to updating of 
references; S6.0 millior. due to coupling wi~h the Revenue Act of 1987). 

Passag~ of ~his amer.dment :r. conjunction with Scr.ate f'le 2C74 will inc.ease 
gene.a' fun~ .evenues by a to'al of S15.5 million for fYB9. 

So~rce: Department of Revenue 3~d ~inance 

Fiscal ~)irectot" --
Legi$l~tive Fiscal ourea~ 

Date: I b ~/f f 
/ 
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SENATE FILE 2074 

So-S016 

1 Amend Senate File 2074 as follows: 
2 1. Page 1, by inserting after line 12 the 
3 following: 
4 "Sec. 20. Section 422.5, subsection 2, unnumbered 
5 paragraph 2, Code Supplement 1987, is amended to read 
6 as follows: 
7 However, for married persons filing jointly or 
8 filing separately on a combined return, unmarried 
') heads of household, and surviving spouses, references 

10 in this subsection and subsections 6 and 10 to five 
11 thousand dollars shall be interFreted to mean seven 
12 thousand five hundred dollars. In addition, if the 
13 married persons', filing jointly or filing separately 
14 on a combined return, unmarried head of household's, 
15 or surviving spouse's net income exceeds seven 
16 thousand five hundred dollars, the regular tax imposed 
17 under this division shall be the lesser of the maximum 
18 state individual income tax rate times the portion of 
19 the net income in excess of seven thousand five 
20 hundred dollars or the regular tax liability computed 
21 without regard to this sentence. Taxpayers electing 
22 to file separately shall compute the alternate tax 
23 described in this paragraph using the total net income 
24 of the husband and wife. However, the alternate tax 
25 described in this paragraph does not apply if one 
26 spouse elects to carry back or carry forward the loss 
27 as provided in section 422.9, subsection 3. 
28 Sec. 21. Section 422.5, subsection 6, Code 
29 Supplement 1987, is amended to read as follows: 
30 6. A person who is disabled, is sixty-two years of 
31 age or older or is the surviving spouse of an 
32 individual or survivor having an insurable interest in 
33 an individual who 'would have qualified for the 
34 exemption under this paragraph for this tax year and 
3S receives one or more annuities from the United States 
36 civil service retirement and disability trust fund, 
37 and whose net income, as defined in section 422.7, is 
38 sufficient to require that the tax be imposed upon it 
39 under this section, may determine final taxable income 
40 for purposes of impOSition of the tax by excluding the 
41 amount of annuities received from the United States 
42 civil service retirement and disability trust fund, 
43 which are not already excluded in determining net 
44 income, as defined in section 422.7, up to a maximum 
45 each tax year of five thousand E~ve-h~nd~ed six 
46 hundred twenty-sever. dollars for a person who files a 
47 separate state incorne tax return and eight thousand 
48 one hundred eighty-foClr dollars total for a husband 
49 and wife who file a joint state income tax return. 
SO However, a surviving spouse who is not disabled or 
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1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

sixty-two years of d;~ or oldet can c~ly exc:~de ~he 
amount of annuities recelved a3 a reSult of t~e death 
of the other spouse. The amo~nt of the exempt:o~ 
shall be red~ced by the amount of any social security 
benefits received. For the purpose of this section. 
the amount of annuities received from the Un!te~ 
States civil service ret:rement and disability ~~~st 
fund taxable under the :~ternal Revenue Code of l?54 
shall be included in net lncome for ourccses ~~ 
determi~ing eligibil!ty under the ~i~e ~~ousand doll~r 

11 or less exclusion. 
Sec. 22. Section 422.32. subsection 1. Code 

13 Supplement 1987. is amended to read dS fellows: 
14 1. The word "corporat~on" includes joi~t stock 

12 

25 companies. o~ci associat:ons orsanized for pecuniary 
15 prc:it, ex~ept-±im±eed-p6r~~er~h~~e-orq6n~~ed-tl~ee~ 
17 ~h6pter-54S and publicly traded partne~ships taxe~ as 
28 corporations under. ~he Internal Revenue Code. 
19 Sec. 23. Section 422.32. subsection 11. Cede 
20 Supplement 1987. :5 a~ended to read as follows: 
21 
22 
23 
24 
25 
26 
27 
28 
29 

:1. "!nter~al ~@venu2 Cede" reeans ~il~ I~t2:~ai 
Rev~nue Code of :954. prior to the date of its 
redesignation as the In~ernal Revenue Code of 1986 by 
the Tax Reform Act of 1986. or means the "r.te~nal 
Revenue Code of 1986 as amended to and ~ncl'lding 
January 1. ~981 1988. whichevec is applicable. 

Sec. 24. Section 450A.l. SUbsection 5, Code 
Supplement 1987. is amended to read as follows: 

5. "Internal Revenue Code" means the same as the 
30 term is defined ln Jec~:o~ 1~~73 422.32. 

32 
33 
34 
.35 
36 
37 

," 38 
39 
40 
41. 
42 
o 
44 

Sec. 25. 1987 Iowa Acts. Second Extraordir.a~y 
Session, chapter 1. section 13. is amended ~o read as 
follows: 

SEC. 13. Sectien 422.~. subsection 17. sectien 
422.5. subsection 7. section 422.7. subsections 10 • 
12. 14. 15. 22, and 26. and section 422.9. subsection 
2. paragraph "e". a~d section 422.21. unnumbered 
paragraph 4. do not apply." 

2. Page 1. by s:rik~ns lines 23 thrOug~ 25 and 
insertl:.g t~e follo~lng: 

"Sec. Sections 1. 2. 21. 22. 23. and 2S of 
tr.:s Act are retroactive to January 1, 1987. fer t.eX 
years beginning on or after tnat date. 

Sec. Sectic 20 of this Act IS retroactive t~ 
4') Ja:,.·lary 1. 1988. fer tax yea!"s beginning on or aftt'r 
')6 thaL date. 
!7 Se~. Section 24 of this Act is ret~~active to 

October 22. 1986. fo( ger:eration skippir.g t:"ns~ers 
which are ~ligible fo!" tne credit for state taxes 

~3 

49 
5~ under section 2604 ~f tr.e Internal Reven~e Cede ~n~ 
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~a=e ~de after October 22. 1986. s~tJect :0 the 
L special rules of section 1433(b) of P~b. No. 99-
3 514. 
4 Sec. ___ 1987 Iowa Acts. Second Extraordinary 
5 Session. chapter 1, sectior. 13, is r~pea1ed January 1. 
6 1989, Nr tax years beginning on or after that date." 

:>-5016 
Filed January 25, 1989 

S-5018 

ADOPTED 
~-" -,...; .. ,:-..:.., .- .... -: 

~..f I '?' 

BY CHARLES BRUNER 
RICHARD F. DRAKE 
EDGAR P.. HOLDEN 

SENATE fILE 2074 

~ Amend the Bruner et al. amendment, S-5016, to 
2 Senate File 2D74, as follows: 
3 1. Page 2, line 38, by inserting after the word 
4 "apply." the following: "However. for a member of the 
5 general assembly whose place of residence Within the 
6 leQislat.ve district is less than fifty ~i1es from the 

~~apitol building of the state. section 422.7, 
'~ubsectlon 15. does apply." 

$-5018 
Filed January 25. 1988 ADOPTEDU '", BY RICH.4RD F'. DRAKE 

MICHAEL E. GRONSTAL 
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Ways and ~1u:'ls. Dod£:'('r. C!-·ai:,. Ca~pt':-::ler. H1:'lSO:-:: o! Del.aware. O~~erbtrg. 

Rou~btr[(. 5chntkloth a:-:.d Tufor~. 

SENATE rILE 2071 
FILED JAN 25 1988 BY CO~~ITTEE ON WAYS AND MEANS 

(AS ~~ENOED AND PASSED BY THE SENATE JANUARY 25, 1988) 
- New Language by the Senate 

.~-
Passed Senate, Date 

, I 

._.:I"'~'"J/?"''·!''' J~~·:.i Passed House, Date ..... ' /~. /. -..' ,'-.(' .;,.;<.; ) 

-

Vote: Ayes ~i / Nays 

Approved 

Vote: Ayes 

A BIll FOR 

- . , .- Nays 

1 An Act relating to the extension of the applicability of House 

File 689, enacted during the Second Sx~raord:nary Session 0: 
the seventy-second General Assembly during 1987, updating 

referer.ces to the Internal Revenue Code, providing for 

retroactive applicabllity, and providi~g an e~fective date. 

IT ENAC~ED BY THS GeNERAL ASSEMBLY 0, ~HE S7AT£ or iOWA: 

2 

3 

4 

5 

6 BE 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 
SF 2074 

-:q .. :C. 26 

. 
-1"i . 



S.F. Z07Li H.F. 

1 Section 1. Section 422.4. subsections 19 and 20, Code 
2 Supplement 1987, are amended to read as follows: 

3 19. The definition of the Internal Revenue Code of 1954 in 

4 section 422.3, subsection 5. shall be interpreted to include 

5 provisions of the Tax Reform Act of 1986. Pub. L. No. 99-514 

6 which amended the Internal Revenue Code of 1954, and the 

7 Revenue Act of 1987, Pub. L. No. 100-203, unless the context 

8 otherwise requires. 

9 20. "Internal Revenue Code of 1986" means the Internal 

10 Revenue Code of 1954 as amended by the Tax Reform Act of 1986, 

11 Pub. L. No. 99-514 and the Revenue Act of 1987, Pub. L. No. 

12 100-203. 

13 Sec. 2. Section 422.5, subsection 2, unnumbered paragraph 

14 2, Code Supplement 1987, is amended to read as follows: 

15 However, for ma:ried persons filing jointly or filing 

16 separately on a combined return, unmarried heads of household, 

17 and surviving spouses, references in this subsection and 

18 subsections 6 and 10 to five thousand dollars shall be 

19 interpreted to mean seven thousand five hundred dollars. In 

20 addition, if the married persons', filing jointly or filing 

21 separately on a combined return, unmarried head of 

22 household's, or surviving spouse's net income exceeds seven 

23 thousand five hundred dollars, the regular tax imposed under 

24 this division shall be the lesser of the maximum state 

25 individual income tax rate times the portion of the net income 

26 in excess of seven thousand five hundred dollars or the 

27 regular tax liability computed without regard to this 

28 sentence. Taxpayers electing to file separately shall compute 

29 the alternate tax described in this paragraph using the total 

30 net income of the husband and wife. However, the alternate 

31 tax described in this paragraph does not apply if one spouse 

32 elects to carry back or carry forward the loss as provided in 

33 section 422.9, subsection 3. 

34 Sec. 3. Section 422.5, subsection 6, Code Supplement 1987, 

35 is amended to read as follows: 

-1-
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1 6. A person who is disabled, 15 sixty-two years of age or 

2 older or is the surviving spouse of an individual or survivor 

3 having an insurable interest in an ind~vidual who would have 

4 qualified for the exemption under this paragraph for this tax 

5 vear and receives one or more annuities fro~ the United States . 
6 civil service retirement and disability trust fund, and whose 

7 net income, as defined in section 422.7, is sufficient to 

8 require that the tax be imposed upon it unde~ this section, 

9 may determine final taxable income for purposes of imposition 

10 of the tax by excluding the amount of annuities received from 

11 the United States civil service retirement and disability 

12 trust fund, which are not already excluded in determining net 

l3 income, as defined in section 422.7, up to a maximum each tax 

14 year of five thousand f~~e-"o"e~ee six hundred twenty-seven 

15 dollars for a person who files a separate state income tax 

16 return and eight thousand one hundred eighty-four dollars 

;'7 total for a husband and wife who file a joint state income tax 

l8 return. However, a surviving spouse who is not disabled or 

19 sixty-two years of age or older can only exclude the amount of 

20 annuities received as a result of the death of the other 

21 spouse. The amount of the exemption shall be reduced by the 

22 amount of any social security benefits received. For the 

23 purpose of this section, the amount of annuities received from 

24 the United States civil service retirement and disability 

25 trust fund taxable under the Internal Revenue Code of 1954 

26 shall be included in net income for purposes of determining 

dollar or less exclusion. 27 eligibility 

Sec. 4. 28 

under the five thousand 

Section 422.32, subsection 1, Code Supplement 

29 1987, is amended to read as follows: 

30 

31 

32 

]] 

34 

35 

I. The word "corporation" includes joint stock companies, 

a"e associations organized for pecuniary profit, e~eep~ 

+~m~~ee-~a~~"e~~n~~~-e~~a"+~ee-o"der-enapter-545 and publicly 

traded partnerships taxed as corporations under the Internal 

Revenue Code. 

Sec. 5. Section 422.32, subsection 11, Code Supplement 

-2-
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1 1987, is amended to read as follows: 

2 11. "Internal Revenue Code" means the Internal Revenue 

3 code of 1954, prior to the date of its redesiqnation as the 

4 internal Revenue Code of 198~ by the Tax Reform Act of 1986, 

5 or means the Internal Revenue Code of 1986 as amended to anc 

6 including January 1, t96~ 1988, whichever is applicable. 

7 Sec. 6. Section 450A.l, subsection 5, Code supplement 

8 1987, is amended to read as follows: 

9 5. "Internal Revenue Code" means the same as the term is 

LO defined in 

11 Sec. 7. 

12 chapter 1, 

section 4iir3 422.32. 

1987 Iowa Acts, Second Extraordinary Session, 

section 13, is amended to read as follows: 

~3 SEC. 13. Section 422.4, subsection 17, section 422.5, 

l4 subsectIon 7, sectlon 422.7, sUbsections 10,12,14, IS, 22, 

15 and 26, and section 422.9, subsection 2, paragraph He"~, and 

16 section 422.21, unnumbered paragraph 4, do not apply. 

17 However, for a member of the general assembly whose place of 

18 residence Within the legislative district is less than fiEc~ 
19 miles from the capitol building of the state, section 422.7, 

20 subsection 15, does apply. 

21 Sec. 8. 1987 Iowa Acts, Second Extraordinary Session, 

22 chapter 1, section 16, is amended to read as follows: 

23 SEC. 16. Sections 1 through 10, 13, and 14 of this Act are 

24 retroactive to January 1, 1987 for tax years beginning ~"-t"~ 

25 i98T-eele"~er-1~er-o"iy on or after that date. 

26 Sec. 9. For purposes of tax years beginning in the 1988 

27 calendar year, refere~ces In section 422.9, subsection 6, 

28 unnumbered paragraph 4 and section 422.21, unnumbered 

29 paragraph 6, to the year 1967. 1988, or 1989, shall mean the 

30 year 1988, 1989, or 1990, respectively. 

31 Sec. 10. Sections 1,3,4,5,7, and 8 of this Act are 

32 retroactive to January 1, 1987, for tax years beginning on or 

33 after that date. 

34 Sec. 11. Section 2 oE this Act is retroactive 

35 1, 1988, for tax years beginning on or after that 

-3-
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1 Sec. 12. Section 6 of this Act is retroactive to October 

2 22, 1986, for generation skipping transfers which are eligible 

3 for the credit for state taxes under section 2604 of the 

4 Internal Revenue Code and are made after October 22, 1986, 

5 subject to the special rules of section 1~33(b) of Pub. L. No. 

6 99-514. 

7 Sec. 13. 1987 Iowa Acts, Second Extraordinary Session, 

8 chapter 1, section 13, is repealed January 1, 1989, for tax 

9 years beginning on or after that date. 

10 Sec. 14. This Act, being deemed of immediate importance, 

11 takes 

:2 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

effect upon enactment. 

SUCCESSOR TO SENATE STUDY 

-4-

BILL 2035 (LS3 7611SC) 

SF 2074 

~g/cc/2f; 



?I\GE nolO, FEi3RtTARY 3, 1988 HOUSE CLIP SIlEET 

.(JESTED BY 

SENATE FILE 2074 
AS PASSED BY THE SENATE 

FISCAL NOTE 
REPRESE:~TATIVE DODERER 

In compliance vi.th a .... t'"i~lcn reC;l!~~t received J~nua.ry 26,1988, a tiscdl not~ 
for S~NATe Fll.F. 2014 AS PASSED BY 11J1': S~ATe is hereby submitte~ pU!5~ant to 
Joint Rule 17. D~t~ .Jsed in ~eveloping this fiscal note at"c available from 
the Legislativ8 risc~l Bureau to me~bers of the Le?islature upon requ~st. 

SENATE F!LE 2074 AS PASS~D BY THE SENATE makes permanent and upddtes t,) loter 
federal changes those provi,ions of H.F. 689 enacted during the 1987 Second 
Extraordinary Session that conform state individual income tax to the new 
federal tax provisions. The bill make, permanent changes made by H.F. 689 in 
rates, brackets, deductions, capital gains deduction refunds, threshhoids, and 
clarification on th8 taxation of interest and dividends from regulated 
investment companies exempt from federal tax and the los~ from the s3L~ or 
exchange of shares of such comp.1ni'2s. The bill reinstates the ded\.lctiQn of 
expenses for state leeislators whose home is within ~O miles of the capitol. 
and clarifies taxpayer eligibility for use of the alternative tax caiculation 
available to filers with nct incomes over ~7,SOO and not fili~g as singles. 
The bill also updates references to the Internal Revenue Code relating to the 
individual, business and inheritance taxes. 

Section 1 couples 
retroactive to Jan. 

state and federal individual 
1. 1987. 

Income tax provisions and 1S 

Section 2 clarifies th3t a married couple with one spocsc carrying 3 net 
operating loss forward or back shall not receive the benefit of an alternate 
tax calculation available for iilers with net incomes over $7,~00 and not 
filing as singles. This section is retroactive to Jan. I, 1988. 

Section 3: Under current law, taxpayers receiving annuities from the U.S. 
Civil Service Retirement and Disability Trust Fund were allowed to ~xclude 
from net income up to $S.500 for separate filers and ~8.000 for joint filers. 
The $S,500 and ~8.000 were indexed for inflation. thus actual excludable 
amounts had rlsen. This section brings the limits stated in the Code up to 
the levels they were raised by indexation. i.e., to $5,627 for separate filers 
and ~8,l84 for married filers. This section is retroactive to Jan. 1, 1987. 
Indexation will begin again in 1989. 

Sections 4, 5 and 6 couple with changes in the Internal Revenue Code 
pertaining to the individual. business and inheritance taxes. Sections 4 and 
~ are retroactive to Jan. 1. 1987; section 6 is made retroactive to Oct. 26, 
1986 by section 12 for generation Skipping transfers eligible for the credit 
for state taxes. 

Section 7 
within SO 

reinstates 
miles of 

the deduction of expenses for state legislators living 
the state capitol and is retroactive to Jan. I, 1987. 

Section 8 repeals the sunset provision for H.F. 689 and is retroactive to Jan. 
I, 1987. 

S~ction 

capi tal 
9 inc('em~nts 

gains deduction 
dead 1 i ne d.lles 
refund for tax 

-1-

pertaining 
year 1988. 

to the s~parate filing for ~ 
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Se~~ions 10 and 11 cstdbl~sh retroactive dates. 

Section 13 restart:. i:1d~xJtion f()~ 1989. It also -;trikt..;s ii.F. 689 l.l:1glJ..tgt::' no 
lQI)ger ne€ded due ~o pcrmdnent coupling. 

S~ction 14 states th3t lhc bill takc~ effect upo~ pnactment. 

FISCAL EFFECT 

Repeal of H.F. eR9 Sunset 

IIssumptions 

1. Iow~ tax laws will continue to conform with the federal tax legislation 
fo< tax years 1988 in a manner similar to that existing for tax year 
1987. Houever, to permit ~o~parison to prior estimates, the effects of 
capital gains changes assume full coupling with the 1986 federal changes 
<ather than the partial coupling that occurred for tax year 1987. 

2. The reliability of the projections continue to rely heavily on the 
accuracy of the estimates of the provi5ions completed at the federal 
level. The absence of specific projections at the federal level for 
sev~ral provisions required the Department of Revenue and Fino.nce to 
in~ependently complete these estimates. Estimates provided here reflect 
mid-points of r3nges provided by the Dep3rtment of Revenue & Finance. 

It is estimated this 
reven~es by $6.5 million 

portion of the bill will increase 
Over FY88 :i\eneral fund revenues. 

Individual Income 

Long Term Capital Cains 
Deduction for Sales Tax 
Deduction for Medical Expenses 
Miscellaneous & employee Business 

Expense Deduction 
Unemployment Compensation 
Minimum Tax 
Individual Retirement Accounts 
CODA 
Interest Deduction 
Repeal Dividend Exclusion 
Business Heals 
Depreci.1tion 
Passive Investment 

-2-

fYB8 
(millions) 

$ 18.5 
15.0 
4.0 

14.0 

3.0 
(4.0) 
19.0 
2.5 

15.5 
3.0 
1.5 

0.5) 
5.5 

FY89 general fund 

FY89 
(mi 11 ions) 

$ 22.5 
14.5 
4.0 

13.5 

2.5 
(4.0) 
17.0 
2.0 

19.5 
2.5 
2.5 
1.0 

10.0 

• 
! 

I 
i 

I 
I 
i 

I 
i ; 
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Capitalization 
Long term contracts 

CONFORMITY SUBTOTAL $ 98.5 $109.0 

FEDERAL DEDUCTIBILITY 31.S 33. S 

TOTAL $ 136.0 $142.5 

The Omnlbus Reconciliation Act of 1987, contains several provisions uhich wilt 
have a direct impact on Iowa tax receipts if Iowa Code references to the 
Internal Revenue Code (IRC) 3re upd3ted to incl~de changes made to the IRC 
through 1981. 

Assumptions 

1. Provisions an31yzed were those which had a significant fiscal impact 
projected at the state level, or those for which sufficient information 
l~ available upon which to base an estimate. 

2. At this time, the datd is limited but sufficient to complete projections. 

3. Historical rel3tionships between federal and Iowa taxes provide valid 
guidelines for making current projections. 

4. St3te tax laws ... ill be "coupled" with the federal changes to the extent 
consistent with past practices. 

5. 

The 

To the limited degree 
using the pertinent 
reflect mid-points of 

required, the individual tax changes were estimated 
provisions of HF 689. Estimates provided here 

ranges. 

e<timated net effect of coupling with these provisions 1S $6.0 million. 

Provisions Primarily Affecting Individuals 

Provisions Affecting Business (including individual 
income and inheritance t3xes) 

Vac3tion pay reserve 
Completed contract method 
Installment sales 
Corporate dividends received deduction 
Pension funding 

Estate ESOP limitation 

TOTAL 
QVI!RAtl. FISCAL P.I'FECT 

rY89 (mi 11 ions) 

($ 0.25) 

$ 1.25 
0.15 
3.75 
0.50 
1.50 

( 1. SO) 

$ 6.0 

It IS estim~ted this bill will i~creasc FY89 general fund revenues by $12.5 
million over FY88 gen£r~1 fund revenue. ($6.5 due to extension of H.F. 689; 
S6.0 million due to coupling with the Kevenue Act of 1987). 

Soorce: Dep~rtment of Revenue and Finance 
(LSB 761IS.3, PDD) 

, 0' 

I 
I 

I 
t , 
I 



PAGE TWO, FEBRUARY 5, 1988 HOUSE CLIP SHEET 

.~'STE[) 

SENATE FILE 2074 AS PASSED BY THE SENATE 
AMENDMENT H-$033 

FISCAl. NOTE 
BY ~EPRESENTATIVE DODERER 

In compliance with 3 uritten request received february 2, 1988, a fiscal note 
for AHENDHEMT H-S033 TO SENATE FILE 2074 AS PASSED BY THE S~ATP. is hereby 
subm:'tted pursuant to Joint Rule 17. Data used In developing tht$ fl$cal Ilote 

are 3vallable from the Leglslative Fisc31 Bureau to members of the Legislatllr~ 
upon r~quest. 

AMENDMENT H-5033 TO SEIIATE flU:: 2074 AS PASSED 8Y THE SENATE has two new 
provlslon~ and repeals the ~apital gains refund provision for t~x year 1939 
.:lnd be:yood. The t\.lO new prl)visions are (a) placement o( a $l2,000 limit 0:"1 

the amount of st~te p~nslons to be tax ex~mpt, and (b) institution of a 
c0rpo~'atc tax on unre~ated business lncome earned by non-profit 0czanl:atLOns. 
Otherwise, the 3~cndmer.t has the same effect as the Senate bilt. 7he 
amendment makes pcr~.nent those provisions of H.F. 689 enacted during [he 
1987 Second Exttaordinary Session that conform state individual income tax to 
the neu federal tax provisions, and updates to later federal ch~nges in the 
Intetnal Revenue Code. 

The amendmen~ nI.lkes permanent changes made by H.F. 689 in rates, braCkets, 
deductions, threshholds, and clarification on the taxation of interest and 
dividends [tom regulated investment companies exempt from federal tax and the 
lo~s fz·om the sale or exchange of shares of such companies. The amendment 
reinstates the deduction of expenses for state legislators uhos€ home is 
uithin 50 miles of the capitol, and clarifies taxpayer eligibility for uoe of 
the alternative tax calculation available co filers with net incomes ov~r 
S7,SOO and nOt filing as singles. The amendment updates referer.ces to the 
Internal Revenue Code ~elating to t~e individual, business 3nd inheritance 
taxes. 

The amendment repeals the capital gains refund prOVISion for tax years 1989 
and beyond. The amendment limits the tax exemption for state pe~sions to 
$12,000. The amendment taxes unrelated business income--as determined by t~e 
lnternal Revenue Code--earned by non-profit organizations. The tax tS 

computed Bcco~dinc to the regular corporate income tax. 

The amendment couples stat~ and federsl individual lncome tax p:-ovisL0n~, 
retrodctive to Jan. I, 1987. 

The amendment clarifies thaC a married couple with one spouse carrying a net 
operating toss foru~rd or back shall oot receive the benefit of an att~rnat~ 
tax calculation available for filers ~ith net incomes over $7,SOO anc nct 
filing as singles. This is retroactive to Jsn. I, 1988. 

Under curren~ law, taxpdyers receiving annuities from the U.S. Civil Service 
Retirement and Disability Trust Fund were allowed to exclude frc~ net Lncox~ 
up to S5,500 for separate filers and S8,OOO for joint filers. The $5,500 300 

$6,000 vere indexed for inflation, thus actual excludable amounts h~d rLse~. 

The amendment brings the limits stated 1n the Code up to th~ levels they ~C!~ 
raised by i:1cexatio:1, i.e., to $5,627 for separate: filers a:1c.! SdIISl. for 
r.:.~rried filers ar:d lS retr0activ~ to Ja.n. 1, 1987. Index.}~ion ~iLl be)~l:"! 
"gain in 1981. 

Retroactiv~ to Jdr .• 1, 1987, the amendment couples 1J1th ch.3~ges \n ~h'" 
Internat Revenue Code pertaining to the individual, busine~s ~nd inherlt~nce 

-1-
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26, 1988, the amendm~nt update:; referencp.s to 
skipping tr3n~fcrs eli~ible for the credit 

t.he 
for 

Retroac:ive to Jan. 
ex?enses for state 

1. ;987, 
iCbislators 

the amendment reinst3tes the deduction of 
living ~ithin 50 mil~s oi the state capitol. 

Retroactive to Jan. 1. 1987, the 3mendment repe.31s the sunset provision for 
H.F. 689. 

The .1mendment. increi.l.ents deadlin'! date!; pertaini.ng to the ~eparat(? filine for 
a capital gains deduction refund for tax year 1988. 

FISCAL EFFECT 

Repeal of H.F. 689 Sunset 

Asgumptions 

1. Iowa tax laws will continue to conform with the federal (ax legislation 
for t3< years 1988 in a manner similar to that existing (or tax year 
1987. However, to permit comparison to prior estimates, the effects of 
capital eains changes assume full coupling with the 1986 federal changes 
rather than the partial coupling that occurred for tax year 1987. 

2. The reliability of the projections continue to rely heavily on the 
accuracy of the estImates of the provisions completed at the federal 
Jevel. The absence of specific projections at the federal level for 
several provisions required the Department of Revenue ana Finance to 
independently complete these esrimates. Estimates provided here reflect 
mid-points of ranges provided by the Department of Revenue & finance. 

It is estimated this portion of the amendment will increase FY89 general fund 
revenues by $6.) million over FY88 general fund revenues. 

Individual Income 

Long Term Capital Gains 
Deduction for Sales Tax 
Deduction for Medical Expenses 
Miscellaneous & Employee Business 

Expense Deduction 
Unemployment Compensation 
Minimum Tax 
Individual Retiremp.nt Accounts 
CODA 
Interest Deduction 
Repeal Dividend Exclusion 
Business Heals 
Depree iat ion 

H88 
(mi 11ions) 

~ IB.5 
15.0 
4.0 

14.0 

3.0 
(4.0) 
19.0 
2.5 

15.5 
3.0 
1.5 

(1. S) 

FY89 
(millions) 

$ 22.5 
14.5 
4.0 

13.5 

2.5 
(4.0) 
17.0 
2.0 

19.5 
2.5 
2.5 
1.0 
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. Page Three 
""seal Note, SF 2074, H-S033 

IRe Update 

P3ssive Investmc~t 
Capitali~a::ion 

Long term contr2cts 

CONrORHITY SUBTOTAL 

FEDERAL DEDUCT! B I LI TV 

TOTAL 

5.5 lU.O 
2.S I.S 

~ 98.~ $109.0 

37.5 33.S 

~136 .0 $142.5 

The Omnibus Reconciliation Act of 1987 contains several provlslons which will 
have a direct impact on lo~a tax receipts if Io~a Code references to the 
Internal Revenue Code (IRC) ace updated to include changes made to Lhe IRC 
through 1987. 

AssWllptio:ls 

1. Provisions analyzed were those which had a significant fiscal impact 
projected at the state level, or those for which sufficient information 
lS available upon which to base an estimate. 

2. At this time, the data is limited but sufficient to complete projections. 

3. Historicsl relationships between federal and Iowa taxes provide valid 
guidelines fo~ making current projections. 

4. State tax laws will be "coupled" with the federal changes to the extent 
consistent with past practices. 

To the limited degree 
using the pertinent 
reflect mid-poines of 

~equired, the individual tax changes ~ere ~stimaterl 
provisions of HF 689. Estimates provided here 

ranges. 

The estimated net effect of coupling ~ith these provisions is $6.0 million. 

Provisions Primarily Affecting Individuals 

Provisions Affecting Business (including individual 
income and inheritance taxes) 

Vac3tion pay reserve 
Completed contract method 
Installment sales 
Corporate dividends received deduction 
Pension funding 
Estate ESOP limitation 
TOTAL 

FY89 (mi Uions) 

(~ 0.25) 

S 1.25 
0.75 
3.75 
O.SO 
1. SO 

( 1. 50) 
$ 6.0 
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Tax on Unr~lated Business Income Earned by Non-Profit Organizatio~s 

Th0ugh i~ 1;. expect~c thIS 
there i~ I)Ol enough information 

provIsion uill incrc.1~e 

to provide all ~stimate. 

i~~ne~al fund 

512,000 Limit on the Amount of State Pension Incom" to be ·h. Exe"'.pt 

Though It 15 expected this 
there IS not enough in£ormdtion 

provision yilt increase gen~ral fund revenues, 
to provide an estimate. 

OVERALL FISCAL EFrECT 

It IS estimated this dmend:nent will increase FY89 g~n.~ral fund rev~nues by 
$12.5 million Over FY88 general fund revenUes (56.5 du~ to extension of H.F. 
689; 56.0 million due to coupling with the Revenue Act of 1987). There will 
be an u~known increase to the general fund due to the tax 00 unrelatec 
business income ~arned by nonprofit organizations and the 512,000 limit on the 
tax exem?tion for state pensions. 

SOUTce: Oep~T~mcnt of Revenue and Finance 

FlLE::l FEBRUARY 4, 1988 

(LSE 16115.4, POD) 

BY DENN IS PROUTY, FISCAL Dr RECTOR 

I 

J ., 
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SENATE PILE 2074 
.. AS AMENDED BY THE SENA1'!': AMENDED HOUSE At~ENDHENT 
·1~~ ________________________ ~F~I~S~C~A=L~N~O~T~E ________________________________ ~ 

In compliance with a written request received Harch 21, 1988, a fiscal note 

I 
I 

~ 
i 

! 

I 

! 
)'. 

for the SENATE FILl!: 2074 AS AMI!Nt>I!P 8Y THE SENATE AMI>.NDlm HOUSE AMENDMENT is 
hereby submitted pursu.int to Joint Rule 17. Data used In developin this 
fiscal note are available from the Leglsl~liv~ Fiscdl Bure~ll to members of the 
Legislature upon request. 

SEN~TE FILE 2074 ~S AMENDED BY THE SENATE AMENDED HOUSE AMENDMENT retalns the 
capital gains refund provision that the house amendment to the bill would hav~ 
repealed for tax years beginning On or after Jan. 1. 1989. The senate 
amended hvuse amendment retains the following house amendment changes: 

a. 

b. 

Inclusion of peosion OT retirement incom~ in the thret.hholds of 
$S,OOO or $7,500, regardless of whether the state exempts the 
the pension or retirement income from taxation. 
rnstitution of a corporate tax on unrelat~d business income 
earned by non-profit organizations. 

As before, the bill makes permanent ch3nge$ made by H.F. 689 in rates, 
brackets, deductions, threshholds, and clarification on the t~x~tion of 
interest and dividends from regulated investment companies exempt from federal 
tax and the loss from the sale or exchange of shares of such companies. The 
bill reinstates the deduction of expen~e5 for state legisl~tors vhose home is 
wlthin 50 miles of the capitol, and clarifies taxpayer eligibility for use of 
the alternative tax calculation available to file~~ with net incomes over 
$7,500 and not filing as singles. The bill updates referencp.s to the Internal 
Revenue Code relating to the lndividual, busines!. c1nd inherit3nce taxes. 

The bi 11 couples 
retroactive to J~n. 

state and 
1,1987. 

federal individ1.l31 income tax provisions, 

The bill clarifies that a married couple Yith one spouse c3rryin~ d net 
operating loss forward Or bac~ shall not receive the benefit of an allernate 
tdX calculation available for filers with net incomes over $7,500 and not 
filing as singles. This is retrcactive to Jan. 1, 1988. 

Under current law, taxpayers receiving annuities from th~ u.s. Civil S~rvicc 
Retirement and Disability Trost Fund were allowed to exclude frow. net income 
up to $5,500 for separate filers and $8,000 for joint lilers. The $5,500 and 
$8,000 were in~exed for inflation, thus actual excludable amounts had risen. 
The bill brings the limits st3ted in the Code up [0 rh~ levels they were 
raised by index3tion, l.e., to $5,627 for sep3rate filers ancl $8,184 for 
married filers and lS retroactive to Jan. i, 1987. Indexati0n will begin 
again in 1989. 

Retruactive Jan. 1, 1987, the bill couples ~ith chan~es in the intern~l 

pertaining to the individual. busin€ss 3nd inhcri:ance td~€S. 
to Get. 26, 1980, the bi.t! u?cates rt-f~!'"enc.;,.-; :0 ti.~ IRe: fp.lat.iv(' 

gcnc~ation Skl?p~nc transf~r5 eli~ible for Lhc credit for Sl~tc taKes. 

to 
Code 

Ret. rOBC t i "I~ 
to 

Retro~ctive to Jan. 1. 1987. the ~il1 r~~~G!s ~t\~ !;~n~~: of H.F. ~29. 
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Two, Fiscal NOt..-, S~ 2074 as amended 

-]-

The bill increm~nts deadlIne dates pertaining to th~ s~p~rate filing for a 
capital g3ins d~duction refund for tax ,edr 1988. 

1'1 SCM. I'.I'PI!CT 

Repeal of H.F. 689 Sunset 

Assumptions 

1. Iowa t~x laus WILL contin~le to conform with the federa! tax legislation 
for tax years 1988 1n a m~nner simllar to thdt e~isting for tax year 
1987. Houev~r, to permit comp3ri~on to prior estlmates, the effects of 
capital gains changes assume full coupling uith the 19&6 fp.ceral changes 
rather than the p3rtial coupling that occurred ~or tax year 1987. 

Z. The reliability of the projections continu~ to rely h~avily on th~ 

accuracy of the estim~tcs of the provisions co~pleted at the feder~l 
lev.,l. The .lbsence oC specific proj"ctions at the federal level for 
sev~ral provision5 required the Department of Revenue and finance to 
independently complete these estlmdtcs. Estimates provided here reflect 
mid-points of ranges pt"ovided by the Department of Reven~e 6 Flnaoce. 

I:. 1S estimated thiS 

revenlles by $6.~ mill~on 

portion of the bill vill incr~ase 

over FY88 generdl fund reve~ue'. 

Individual Incorn~ 

Long Term CapItal Cains 
Deduction for Sales T.lX 
Deduction for Medical Expenses 
Miscellaneous & Employe" Business 

Exp~nse Deduction 
Unemployment Compens.ltion 
Minimum Tax 
Individuai Retirement Accounts 
CODA 
Interest Deduction 
Repeal Dividend Exclusion 
Business Meats 
Depree i.J. t i 0:1 

Passive Inve~tment 

Capitoliz;ation 
Long term contracts 

CONFORMITY SUBTOTAL 

FEDERAL DEDUCTIBILITY 

TOTAL 
-2-

FY88 
(millions) 

$ HI. 5 
15.0 
4.0 

14.0 

3.0 
(4.0) 
19.0 
2.5 

l5.5 
3.0 
1.'> 

(1.5) 
,>,5 
2.5 

$ 98.5 

37 • S 

S 136.0 

"Y89 ~eneral fund 

,Y89 
(",,1.1 ioos) 

S 22.5 
,4.~ 

4.0 
! 3. ~ 

2.~ 

(4.0) 
11.0 
2.0 

19.~ 

2. ~ 
2.> 
1.0 

10.0 
1.5 

$109.0 

3J.S 

$l42.5 
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Three, Fiscal Note, SF 2074 as amended 
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IRC Update 

The Omnibus ReconciliaLlon Act of 1987 conlains sever~l vrovisions which utlL 
have a direct impact on Iowa tax receipts if Iowa Code references to the 
Internal Revenue Code (IRe) are updated to include changes made to the IRC 
through 1987. 

Assumptions 

1. Provisions analyzed were those which had a significant fiscal impact 
projected at the state level, Or those for vhich sufficient information 
.. available upon which to base an estilll3te. 

2. At this time, the data is limited but sufficien~ to complete projections. 

3. Historical 
guidelines 

relationships between federal 
(or making current projections. 

and Iowa taxes provide valid 

4. State tax laws ~ill be "coupled" with the federal changes to the extent 
consistent ~ith prtst practices. 

5. Tu the limited degree 
u>lng the pertInent 
reflect mid-points of 

required, the individual tax changes were estimated 
provisions of HF 689. Estimates provided here 

ranges. 

The estimated net pffcct of coupling with these prOVIsIons IS $6.0 million. 

FY89 (millions) 

Provisions Primarily Affecting Individuals 

Provisions Affecting Business (including individual 
income and inheritance taxes) 

Vacation pay reserve 
Completed contract method 
Installment sales 
Corporate dividend. received deduction 
Pension funding 
Estat~ ESOP limitation 
TOTAL 

($ 0.25) 

$ 1. 25 
0.75 
3.75 
0.50 
1. 50 

( 1. 50 ) 
S 6.0 

Tax on U~related BUSIness Income Earned by Non-Profit OrRanisations 

,hough it IS ~xpec(ed this 
the~e is not enough information 

provision will increase general fund 
to provide an estimate. 

-3-
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Four. F~scal Note, Sf 2D74 CIS Clmended 
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lnclu~ion of State Exempt Pension (I,come Ln the Threshholds 

Though 1< is expected this 
there is not enough ioform3tion 

p("ovision vili increase general 
to provide an estimate. 

fund revenues, 

OVERALL PISCAL ~yyeCT 

It 15 estimated this amendment "'Ill increase FY89 general fund revenueS by 
$12.5 million over FY88 general fune revenues ($6.5 due to extension of H.f. 
689; $6.0 million due to coupling "'lth the Revenue Act of 1987). There "'ill 
be dn unknown LnCrease to the general fund due to the tax on unrelated 
business income earned by nonprofit organizations and the inclusion in the 
threshhold amOunts of state exempt penSion income. 

Source: Department of Revenue and Flnance (LSB 16ILS.LS, POD) 

D MARCH 23, 1988 flY f)E:-J~IS PROUTY, FrSCAL DIRECTOR 

• 



SENATE fILE 2074 

H-S033 

1 Amend Senate file 2074 as amended, passed and 
2 reprinted by the Senate as follows: 
J 1. By striking everything afte~ the enacting 
4 clause and insertin~ the ~ollowing: 
5 "Section 1. Section 422.], subsection 5, Coce 
6 1987, is amended by striking the subsection and 

inserting in lieu the~eof the following: 7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 

2 
3 

24 
25 

5. "Inteena: Revenue Code" means the Interna!. 
Revenue Code of 195" oeioe to the date 0: its 
eedesi~nation as the Internal Revenue Code of 1986 by 
the Tax Reform Act of 1986, Or means the Internal 
Revenue Code of 1986 as amended to and including 
January 1, 1988, whichever is applicable. 

Sec. 2. Section 422.4, subsections 1, 4, 10, 11. 
14, 17, and 18, Code Supplement 1987, are amended to 
read as follows: 

1. The words "taxable income" mean the net income 
as defined in section 422.7 minus the deductions 
allowed by section 422.9, in the case of individuals; 
in the case of estates or trusts, the words "taxable 
income" mean the taxable income (without a deduction 
for personal exemption) as computed for federal income 
tax purposes under the Internal Revenue Code of-T954, 
but with the adjustments specified in section 422.7 
plus the Iowa income tax deducted in computing ~e%d 
the federal taxable income and minus federal income 
taxes as provided in section 422.9. 

4. The words "tax year" mean the calendar year. or 
the fiscal year ending curins such calendar year. upon 
the basis of which the net income is computed under 
this divi.sion. 

a. If a taxpayer has mace the election p:ovided by 

26 
27 
28 
29 
30 
3l 
32 
33 section 441, s~bsecticn "f", of the Inte~nal Revenue 
34 Code Of-T954, "tax year" means the annual pe,iod so 
35 elected, varying ~:cm ~ifty-twc to fi~ty-three wee~s. 
36 b. If the eE:ec~ive date 0: the ap91icabi1ity oE a 
37 provision of this division is expressed in terms of a 
]8 tax year be~inninq, incouding~ or ending with 
39 reference to a speci~ied date which is the first or 
40 last day of a month, a tax year desc~ibed in paragraph 
41 "a" of this subsection shall be treated as beginning 
42 
~3 

44 

!.~6 . 7 

~8 

49 
50 

with the first day of the calendar month beginning 
nearest to the tl:st day of the tax year or as ending 
with the last day o~ the calendar month ending nearest 
to the last day of the tax year. 

c. This subsection is effective for tax years 
ending on or after December 14, 1975. 

10. The word "individuai" means a natural person; 
and whe~e if an individual is permitted to file as a 
corporatio~ under ehe-p~ov~~ron~-oe the Internal 

-1-
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1 Revenue Code of-t954, ~~~h that fictional status ~he±~ 
2 is not be recognized for purposes of this chapte~, and 
3 ~~~h the individual's taxable income shall be computed 
4 as required under the-provi~ion~-of the Incernal 
5 Revenue Code of-t954 relating to individuals not 
6 filing as a corporation, with the adjustments allowed 
7 by this chapter. 
8 11. The term words "head of household" ~hait-have 
9 has the same meaning as provided by the Internal 

10 Revenue Code of-±954. 
11 14. The term word "wages" ~ha!!-have has the same 
12 meaning as provided by the Internal Revenue-Code of 
l3 %954. 
14 17. a. "Annual inflation factor" mean~-an-inde~T 
~5 expre~~ed-a~-a-pereentageT-determined-by-the 
16 de~artment-eaeh-year-to-refteet-the-p~reha~~ng-power 
17 of-the-dottar-a~-a-re~~±t-of-inftation-d~ring-the 
~8 preeedtng-eatendar-1ear.--Por-the-±get-and-~~b~eqtlent 
~9 ~alendar-year~T-uanntla=-inf±ation-faetorU means an 
20 index, expressed as a percentage, determined by the 
21 department by October 15 of the calendar year 
22 preceding the calendar year for which the factor is 
23 determined, to-refleet which reflects the purchasing 
24 power of the dollar as a result of inflation during 
25 the fiscal year ending in the calendar year preceding 
26 the calendar year for which the factor is determined. 
27 In determining the annual inflation factor, the 
28 department shall use the annual percent change, but 
29 not less than zero percent, in the implicit price 
30 deflator for the gross national product compuced fo~ 
31 the-who±e-ealendar-ye~~-e~ for the second quarter of 
32 the calendat yea~,-~M-tn~-ea~e-of-tne-eMntlat-t~ft8tton 
33 ~eeto~-fo~-tne-iget-end-~~o~e~tle"t-~alenda~-yee~~7 by 
34 the bureau of economic a~alysis of the United States 
3~ depat~ment of commerce ar.d shall add tw~-~otl~tn~-~~~ 
36 ~he-ige9-end-~~b~eqtlent-ee±enda~-,ee~~ one-half o~ 
37 that percent change to one hundred percent. ~he 
38 enn~at-tn~laeton-feeto~-fo~-the-~9~9-e8tende~-,ea~-~~ 
39 ene-ntlnd~ed-two-po~nt-three-~er~ent~ The annual 
~o inflation factor and the cumulative infcation fac~or 
41 shall each be expressed as a percentage rou~ded :0 the 
42 nearest one-tenth of one percent. The annual 
43 inflation factor shall not be less than one hund~ed 
44 percent. 
45 b. "Cumulative inflation factor" means the product 
46 of the annual inflation factor for the t9Te 1988 
.',7 calendar year and all annual inflation factors-fo~ 
48 subsequent calendar years as determined pursuant to 
49 thlS subsection. The cumulative inflatIon factor 
50 applies to all tax years beginning on or after ~anuary 

-2-
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13 
14 
15 
16 
17 
18 
19 
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 
48 
49 
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1 of the calendar year for which the latest annual 
inflation factor has been determined. 

c. The annual inflation factor for the :918 1988 
calendar year is one hundred percent. Notw~th~tend!n9 
the-~omp~tet~on-of-the-annae:-~nf:et~on-feeto~-~nde~ 
pe~e9reph-~a~T-the-ann~a=-inf%ation-faeto~-for-the 

%ge?-ea:endar-year-ia-one-handred-pe~eent~ 
d. Notwithstanding the computation of the annual 

inflation factor under paragraph "a" of-thia 
a~bae~tton. the annual inflation factor is one hundred 
percent for any calendar year in which the unobligated 
state general fund balance on June 30 e~-~ertified-b7 
the-dire~tor-of-re~enae-end-finenee-by-5e~tember-le-of 
t~e-f~aee:-year-be9innin9-in-that-~a%endar-7eer-i~ 
%e~a-than-aixt7-miiiion-doi%ara7--Howe~e~T-Eor-the 
tget-and-aabaeq~ent-eeienda~-yeara,-the-anne8: 
infiation-fa~tor-i~-one-h~ndred-pereent-for-any 
~atendar-year-if-the-~nobtigeted-~tate-genera%-Eand 
baian~e-on-d~ne-3e-of-the-ea%endar-year-pre~edin9-t~e 
~a%ender-year-fo~-wh~eh-the-faetor-i~-determined, as 
certified by the director of revenue and finance by 
October 10. is less than sixty million dollars. 

ie7--?o~-~a~poaea-of-aeetion-4%%~3,-a~baeetion-5T 
the-fnternai-Revenae-Eode-of-:954-ahait-be-~nterpreted 
to-inei~de-the-proviaion~-of-P~b7-07-No~-ge-4~ 

Sec. 3. Section 422.4. subsections 19 and 20. Code 
Supplement 1987. are amended to read as follows: 

19. The definition of the Internal Revenue Code of 
1954 in section 422.3. subsection 5. shall be 
interpreted te include provisions of the Tax Reform 
Act of 1986. Pub. L. No. 99-514 which amended the 
Internal Revenue Code of 1954. and the Revenue Act of 
1987. Pub. L. No. 100-203. unless the context 
otherwise requires. 

20. ·I~ternal Revenue Code of 1986·' ~eans the 
Internal Reven~e Code of 1954 as ame~ded by the Tax 
~e~otm Act of 1986. ?ub. G. No. 99-514 a~d the Revenue 
Act of 1987. ?<.;b. L. No. 100-203. 

Sec. 4. Section _22.4. subsectlons 19 a~d 20, Cede 
Supp~~men~ 1987. are amended by stri~ing the 
5ubs~ctions. 

Sec. 5. Section 422.5. subsection 1. Code 
Supple~ent 1987. is amended by str i;.;ing the 
subsection. 

Sec. 6. Section 422.5. subsection lA. unnumbered 
paragraph i. Code Supplement 1987. is amended to read 
as follows: 

f~-:+ett-oE-attbaee~+on-+T-a A tax is imoosed uoon 
every residen~ and nonresident-of the state which tax 
shall be levied. collected. and paid annually upon and 

-3-
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1 with respect to the endre taxable incor,;e as defined 
2 in this division at rates as :ollows: 
3 Sec. 7. Section 422.5, subsection lA, paragraph k, 
4 subparagraph (1), Cede Supplement 1987, is amended co 
5 read as follows: 
6 (1) Add items of tax preference included in 
7 federal alternative minimum taxable income under 
8 section 57, except subsections (a)(l), (a)(2), and 
9 (a)(5), of the Internal Revenue Code ot-1966, make the 

10 adjustments included in federal alternative minimum 
11 taxable income under section 56, except subsections 
1 2 (a)( 4 ), (b) ( 1 )( C )( iii), and (d), 0 f t he In t e rna 1 
13 Revenue Code ot-1986, and add losses as required by 
14 section 58 of the Internal Revenue Code ot-%986. In 
15 the case of an estate or trust, the items of tax 
16 preference, adjustments, and losses shall be 
17 apportioned between the estate or trust and the 
18 beneficiaries in accordance with rules prescribed by 
19 the director. 
20 Sec. 8. Section 422.5, subsection 2, ~nnumbered 
21 paragraph 2, Code Supplement 1987, is amended to read 
22 as follows: 
23 However, for married persons filing jointly or 
24 filing separately on a combined return, unmarried 
25 heads of household, and surviving spouses, references 
26 in this subsection and subsections 6 and 10 to five 
27 thousand dollars shall be interoreted to mean seven 
28 thousand five hundred dollars. "In addition, if the 
29 married persons', filing jointly or filing separately 
30 on a combined return, unmarried head of household's, 
31 or surviving spouse's net income exceeds seven 
32 thousand five hundred dollars, the regular tax imposed 
33 under this division shall be the lesser of the maxi~um 
34 state individual income tax rate times the por~lcn of 
35 the net income in excess of seven thousand :ive 
36 hundred do:lars or the regular tax liability ccmputed 
37 without regard to this sentence. ~axpayers electing 
38 to file separately shall compute the alter~a~e tax 
39 described in this paragraph using the total ~et income 
40 of the husband and wife. However, the alternate tax 
41 described :n this paragraph does not appcy if one 
42 spouse elects to carry back or carry forward the loss 
43 as provided in seccion 422.9, subsection 3. 
44 Sec. 9. Section 422.5, s~bsection 2, Code 
45 Supplement 1987, is amended by striking the subsection 
46 and inserting in lieu thereof the following: 
47 2. However, the tax shall not be imposed on a 
48 resident or nonresident whose net income, as defined 
49 in section 422.7, is seven thousand five hundred 
50 dollars or less in the case of married persons filing 

-4-



e 1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

jointly or filing separately on a combined return, 
unmarried heads of household, and surviving spouses or 
five thousand dollars or less in the case of all other 
persons; but in the event that the payment of tax 
under this division would red~ce the net income to 
less than seven thousand five hundred dollars or five 
thousand dollars as applicable, then the tax shall be 
reduced to that amount which would result in allowing 
the taxpayer to retain a net income of seven thousand 
five hundred dollars or five thousand dolla:s as 

11 applicable. The ?receding sentence does not apply to 
12 estates or trusts. For ~he purpose of this 
13 subsection, the entire net income, including any part 
14 of the net income not allocated to Iowa, shall be 

-15 taken into account. If the combined net income of a 
16 husband and wife exceeds seven thousand five hundred 
17 dollars, neither of them shall receive the benefit of 
18 this subsection, and it is immaterial whether they 
19 file a joint return or separate re~urns. However, if 
20 a husband and wife file separate returns and have a 
21 combined net income of seven thousand five hundred 
22 dollars or less, neither spouse shall receive the 
23 benefit of this paragraph, if one spouse has a net 
24 operating loss and elects to carry back or carry 

62
2

5
6 

forward the loss as provided in section 422.9, 
,., subsection 3. A person who is claimed as a dependent 

27 by another person as defined in section 422.12 shall 
28 not receive the benefit of this subsection if the 
29 person claiming the dependent has net income exceeding 
30 seven thousand five hundred dollars or five thousand 
31 dollars as applicable or the person claiming the 
32 dependent and the person's spouse have combined net 
33 income exceeding seven thousand five hundred dollars 
3~ or five thousand dollars as applicable. 
35 In addition, if the married persons', Eiling 
36 jointly or filing separately on a combi~ed ~eturn, 
37 unmarried head of household's, or survlving spouse's 
38 ~et income exceeds seven thousand five h~ndred 
39 dollars, the regular tax imposed under thlS division 
40 shall be the lesser of the ~aximum state :ndividual 
41 income tax rate times the portior. of the net income in 
~2 excess of seven thousand five hundred dollars or the 
43 regular tax liability computed without regard to this 
44 sentence. Taxpayers electing to file separately shall 
45 compute the alternate tax described in this paragraph 
46 using the total net income of the husband and wife. 
47 The alternate tax described in this paragraph does not 
48 apply if one spouse elects to catry back or carry 

~49 forward the loss as orovided in section 422.9, 
~o subsection 3. -

-5-
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1 Sec. 10. Section 42L.5. s~bsec~ion 6. Cede 
2 Su?plement 1987. is amended to re~d as follows: 
3 6. A person who is disabled. is sixty-two yea~s of 
4 age or older or is the surviving spouse of an 
5 individual or survivor having an insurable interest in 
6 an individual who would have qualified for the 
7 exemption under this paragraph for this tax year and 
8 receives one or more annuities from the United States 
9 civil service retirement and disability trust fund. 

10 and whose net income. as defined in section 422.7. is 
11 sufficient to require that the tax be imposed upon it 
12 under this section. may determine final taxable income 
13 for purposes of impOSition of the tax by excluding the 
14 amount of annuities received from the United States 
15 civil service retirement and disability trust fund. 
16 which are not already excluded in determining net 
17 income. as defined in section 422.7. up to a maximum 
18 each tax year of five thousand fi~e-h~~d~ed six 
19 hundred twenty-seven dollars for a person who-liles a 
20 separate state income tax return and eight thousand 
21 one hundred eighty-four dollars total for a h~sband 
22 and wife who file a joint state income tax return. 
23 However. a surviving spouse who is not disabled or 
24 sixty-two years of age or older can only eXClude the 
25 amount of annuities received as a result of the death 
26 of the other spouse. The amount of the exemption 
27 shall be reduced by the amount of any social security 
28 benefits received. for the purpose of this section. 
29 the amount of annuities received from the United 
30 States civil service retirement and disability trust 
31 fund taxable under the Internal Revenue Code of 1954 
32 shall be included in net income for purposes of 
33 determining eligibility under the five thousand dollar 
34 or less exclusion. 
35 Sec. 11. Section 422.5. subsec~ions 6, 7, 8, and 
36 "0, Code Supplement 1987, are amended to read as 
37 follows: 
38 6. A person who is disabled, is sixty-two years of 
39 age or older or is the surviv"ng spouse of an 
40 lndivldual or survivor having an insurable interest in 
41 an individual ~ho would have quali:ied fer t~e 
42 exemptlon under this paragraph fo~ this tax year and 
43 ~eceives one Or more annuities from the united StaL~s 
44 civil serVlce retirement and disabillty trust :und, 
45 and whose net lncome, as defined in section 422.7, lS 

46 sufficient to require that the tax be imposed upon it 
47 under this section, may deter~ine :inal taxable ir.come 
48 for purposes of imposition of the tax by excluding the 
49 amount of annuities received from the United States 
SO civil service retirement and disability trust fund, 
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21 
22 
23 
24 e 25 
26 
27 
28 
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35 
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which are not already excluded in determining net 
income, as defined in section 422.7, up to a maximum 
each tax year of flve thousand f±ve-~~"d~ed six 
hundred twenty-seven dollars for a person who files a 
separate state income tax return and eight thousand 
one hundred eighty-four dollars total for a husband 
and wife who file a joint state income tax return. 
However, a surviving spouse who is not disabled Or 
sixty-two years of age or older can only exclude the 
amount of annuities received as a result of the death 
of the other spouse. The amount of the exemption 
shall oe reduced by the amount of any social security 
benefits received. for t~e purpose of this section, 
the amount of annuities received from the United 
States civil service retirement and disability trust 
fund taxable under the Internal Revenue Code e£-:954 
shall be included in net income for purposes of 
determining eligibility under the seven thousand five 
hundred dollar or less or five thousand dollar or less 
excluslon, as applicable. 

7. Upon determination of the latest cumulative 
inflation factor, the director shall multiply each 
dollar amount set forth in subsection 1, paragraphs 
"a" t~ro~9h-umu and "i" of this section, and each 
dollar amount specified in 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 shall 
incorporate the result into the income tax forms and 
instructions for each tax year. 

e~--f"eome-of-e"-!"d±v±dce%-w~±eh-±s-exe%~ded-f~em 
9~O~~-±"eome-~"de~-the-f"ter"e=-Reve"~e-eode-e£-%95. 
e~-a-re~~%t-o~-the-~~ov±~±O"~-o~-t~e-Ho~tage-Re;±eE 
Aet-oE-%ge87-9~-~tet~-=96~7-~he:i-"ot-be-!"eittded-a~ 
ineo~e-~"-eo~p~t~~g-~ne-~~~-!~po~ed-by-th!~-~eetion~ 

lO. In add~tion to t~e other taxes imposed by this 
section, a tax is ~mposed on the amount of a lump sum 
distribution for which the :axpayer has elected under 
section 402(e) of the Inter~al Revenue Code ef-T95~ to 
be separately taxed for Eedera: income tax purposes 
for the tax year. The rate of tax is equal to twenty
five percent of the separate federal tax imposed on 
the amount of the lump sum distri~ution. A 
nonresident is liable for this tax only on that 
portion of the lump sum distribution allocable to 
Iowa. The total amount of the lump sum distribution 
subject to separate federal tax shall be included in 
net income for purposes of determining eligibility 
under the seven t~ousand five hundred dollar or less 
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1 or five thousand doll.", or ~ess exclusi;:,n. 35 

2 applicable. 
3 Sec. 12. Section 42~.6. unnumbered parag~aph 2. 
4 Code 1987. is ame~ded to r~ad as follows: 
5 The beneficiary of a trust who receives an 
6 accumulation distribution shall be allowed credit 
7 without interest fer the Iowa income taxes paid by the 
8 trust attributable to ~aeh the accumulation 
9 distribution in a manner corresponding to the 

10 provisions for credit under the federal income tax 
11 ~elating to accumulation distributions as contained in 
12 the Internal Revenue Code or-~9S~. The trust ~hall 1S 
13 not be entitled to a refund of taxes paid on the 
14 distributions. The trust shall maintain detailed 
15 records to verify the computation of the tax. 
16 Sec. 13. Section 422.7. unnumbered paragraph 1 and 
17 subsections 2.6.7.8,9,11. 16A, 19.21, 23, 24, 
18 and 27, Code Supplement 1987, are amended to read as 
19 follows: 
20 The term "net income" means the adjusted gross 
21 income as properly computed for federal income tax 
22 purposes under the Internal Revenue Code ot-~9S4, with 
23 the following adjustments: 
24 2. Add interest and dividends from foreign 
25 securities and from securities of state and other 
26 political subdivisions exempt from federal income ta:{ 
27 under the Internal Revenue Code of-19S4. 
28 6. Individual taxpayers and married taxpayers who 
29 file a joint federal income tax return and who elect 
30 to file a joint return, separate returns, or separate 
31 filing on a combined ~eturn for Iowa income tax 
32 purposes. may avail themselves of the disability 
33 income exclusion and shall compute the amoun~ of the 
34 disability income exclusion subjec= to the limltations 
35 for joint federal income tax return filers provided by 
36 section 105(d} of the Inter~al Revenue Code ot-r95~. 
37 The disability income exclusion provided i~ sectio~ 
38 105 (d) of the Internal Revenue Code or-t954. as 
39 amended up to and including December 31, 1982. 
40 continues to apply for state income tax purposes for 
41 tax years beginning on or after January 1, :984. 
42 7. Add to the taxable income of trusts. chat 
43 portion of trust income excluded from federal taxable 
44 income under section 641(c} of the I~ternal ~evenue 
45 Code ot-1954. 
46 8. Married taxpayers who file a joint federal 
47 income tax return and who elect to file separate 
48 returns or separate filing on a combined return for 
49 Iowa income tax purposes, may avail themselves of the 
50 expensing of business assets and capital loss 
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provisions of sections 179(a) and 1211(b) respectively 
of the Internal Revenue Code of-+954 and shall compute 
the amount of expensing of business assets and capital 
loss subject to the limitations for joint federal 
income tax return filers provided by sections 179(b) 
and 1211(b) respectively of the Internal Revenue Code 
of-H54. 

9. Subtract the amount of the jobs tax credit 
allowable for the tax year under section 51 of the 
Internal Revenue Code of-+954 to the extent that the 
credit increased federal adjusted gross income. 

11. Subtract the amount of the alcohol fuel credit 
allowable for the tax year under section 40 of the 
Internal Revenue Code o€-:954 to the extent that the 
credit increased federal adjusted gross income. 

16A. Notwith~t~~d~"9-eny-other-pro~~~~on7-edd Add 
the amounts deducted and subtract the amounts included 
as income as a result of the treatment provided sale
leaseodck agreements under section 168(f)(8) of the 
Internal Revenue Code of-t954 for property placed in 
service by the transferee prior to January 1, 1986, to 
the extent that the amounts deducted and the amounts 
included in income are not otherwise deductible or 
included in income under the Internal Revenue Code o~ 
:954 as amended to and including December 31, 1985. 
Entitlement to depreciation on any property included 
in a sale-leaseback agreement which is placed in 
service by the transferee prior to January 1, 1986, 
shall be determined under the Internal Revenue Code of 
:954 as amended to and including December 31, 1985, 
excluding section 168(f)(8) in making the 
determination. 

19. Married taxpayers, who file a joint federal 
income tax return and who elect to file separate 
returns or who elect separate filing on a combined 
return for scate income tax ourooses, shall include ~n 
net income any social securi~y benefits o~-~~e~-= 
~ei±~oed-~et~re~e"e-benettt~ received to tr.e same 
extent as those benefits are taxable on the taxpayer's 
joint federal return for that year under section 86 of 
the Internal Revenue Code of-~95~. The benefits 
included in net income must be allocated between the 
spouses in the ~atio of the social security benefits 
o~-tter-i-rei±roed-~eet~eme~t-oenetit~ received by 
each spouse ~o ~he total of these benefits received by 
both spouses. 

21. Add the four percent of the basic salary of a 
judge, who is a member of the judicial retirement 
system established in chapter 602, article 9, which is 
exempt from federal income tax under the Internal 
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~ :~c~·'?red th:ocSh cost d~p:~t~~~ O~ dep:e~~3tic~: ~s 
7 ~2p~opriate u~der rules p~escribed by the direc:or. 
8 24. Add the percentage dep:etion amo~nt dete:mined 
9 «ith respect to an oil, gas, or geothermal well as 

10 described 1n section 57(a)(l) of the Inte~r.al Revenue 
11 Code of-~95". 
12 27. Add interest and dividends from regulated 
13 1nvestment companies exempt from federal income tax 
14 under the Internal Revenue Code of 1986 and subtract 
15 the loss on the sale or exchange of a share of a 
16 regulated investment company held for six months or 
17 less to the extent the loss was disallowed under 
18 section 852(b)(4)(B) of the Internal Revenue Code of 
19 l:986. 
20 Sec. 14. Section 422.7, subsection 15, Code 

Supplement 1987, is amended by striking the subsection 
and inserting in lieu thereof the following: 

21 
22 
23 
24 
25 
26 

15. Notwithstanding the method for computing the 
amount of travel expenses that may be deducted under 
section 162(h) of the Internal Revenue Code, for tax 
years beginning on or after January 1, 1987, a member 

27 of the general assembly whose place of residence 
28 within the legislative district is greater than fifty 
29 ~iles from the capitol building of the state may 
30 deduct the total amount per day determi~ed unde~ 
31 section 162(h)(l)(B) of the Internal Revenue Code and 
32 a member of the general assembly whose place of 
33 residence within the legislative district is fifty or 
34 fewer miles from the capitol building of the state may 
35 deduct fifty dollars per day. This subsection does 
36 not apply to a member of the general assembly who 
37 elects to itemize for state tax purposes the member's 
38 travel expenses. 
39 Sec. 15. Section 422.7, subsections c:" :0, 12, 13, 
40 14, 16, 17, 20, 22, and 26, Code Supplement .987, are 
41 amended by striking the subsections. 
42 Sec. 16. Section 422.7, Code Supplement 1987, is 
43 amended by adding the following ~ew subsecti0n: 
44 NEW SUBSECTION. Add the amount in excess of twelve 
45 thousand dollars of pensions or other retirement 
46 income received from any source which is not taxable 
47 under this division as a result of any othe~ state 
48 law. ~~ounts received as social security benefits 
49 shall not be included in comoutino the amounts to be 
50 added under this subsection.- -
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1 Sec. 17. Section 422.8. subsection 2. Code 1987. 
2 1S amended to read as follows: 
3 2. Nonresident's net income allocated to Iowa is 
4 the net income. or portion thereof. which is derived 
5 from a business. trade, profession. or occupation 
6 carried on within this state or income f~om any 
7 property, trust, estate. or other source within Iowa. 
8 If e"y a business, trade. profession, or occupation is 
9 carried-on partly within and partly without the state. 

24 
6 2 5 
,,26 

27 
28 
29 
30 
31 
32 
33 
34 

10 only the portion of the net income which is fairly and 
11 equitably attributable to that part ot the business, 

trade, profession. or occupation carried on within the 
state is allocated to Iowa for purposes of section 
422.5. subsection 1. paragraph un u ~ and section 
422.13 and income from any property, trust. estate, or 
other source partly within and partly without the 
state is allocated to Iowa in the same manner, except 
that a~nuities, interest on bank deposits and 
interest-bearing obligations. and dividends are 
allocated to Iowa only to the extent to which they are 
derived from a business, trade. profession. or 
occupation carried on within the state. nowever, 
income received by an individual who is a resident of 
another state is not allocated to Iowa if the income 
is subject to an income tax imposed by the state where 
the individual resides, and if the state of residence 
allows a similar exclusion for income received in that 
state by residents of Iowa. In order to implement the 
exclusions, the director shall designate by rule the 
states which allow a similar exclusion tor income 
received by residents of Iowa, and may enter into 
agreements with other states to provide that similar 
exclusions will be allowed. and to provide suitable 
withholding requirements in each state. 

12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

e 50 

Sec. 18. Section 422.9. subsection 1. Coce 
Supplement 1987. is amended by striking the subsection 
and inserting in lieu thereof the Eollcw:ng: 

1. An op~ional standard deduction. after deduction 
of federal income tax. equal to one thousand two 
hundred thirty dollars for a married ?erson who files 
se?a~ately or a single person or equal to three 
thousand thirty dollars for a husband and wife who 
file a joint return. a surviving spouse, or an 
unmarried head of househOld. The optional standard 
deduction shall not exceed the amount remaining after 
deduction of the federal income tax. 

Sec. 19. Section 422.9. SUbsection 2. unnumbered 
paragraph 1, Code Supplement 1987, is amended to read 
as follows: 

The total of contributions. interest. taxes. 

-11-



?A(;F. THIRTEEN, FEBRUARY 2, 1988 HOUSE CLIP SHEET 

H- C,1I33 
!}cJqc TWelve 

1 medical expense. nonbusiness losses. a~d miscellaneous 
2 expenses, and moving expenses, deductible for ~ederal 
3 income tax purposes under the Internal Revenue Code o€ 
4 r954. with the following adjustments: 
5 Sec. 20. Section 422.9, subsection 2. paragraph e, 
6 Code Supplement 1987, is amended by striking the 
7 paragraph. 
8 Sec. 21. Section 422.9, subsection 3, unnumbered 
9 paragraph 1 and paragraph c, Code Suppleme~t 1987, are 

10 amended t) read as follows: 
11 If. after applying all of the adjustments provided 
12 for in section 422.7, the allocation provisions of 
13 section 422.8, and the deductions allowable i~ this 
14 section subject to the modifications provided in 
15 section 172(d) of the Internal Revenue Code o€-i9S4, 
16 the taxable income results in a net operating loss, 
17 the net operating loss shall be deducted as follows: 
18 c. If the election under section :72(b)(3)(C) of 
19 the Internal Revenue Code o€-i954 is made, the Iowa 
20 net operating loss shall be carried forward fifteen 
21 taxable years. 
22 Sec. 22. Section 422.9. subsection 6. Coce 
23 Supplement 1987. including four paragraphs, is amer.ded 
24 by striking the subsection. 
25 Sec. 23. Section 422.10. unnumbered paragraph 1, 
26 Code Supplement 1987, is amended to read as follows: 
27 The taxes imposed under this division shall be 
28 reduced by a state tax credit for increasi~g research 
29 activities in this state. For individuals, the credit 
30 ~"arr-eqtlar eq~als six and one-half percenc of the 
31 state's apportioned share of the qualifying 
32 expenditures for increasing research act:vities. The 
33 state's apportioned share of the qualifying 
34 expenditures for increaSing research activities is a 
35 percent equal to the ratio of qualified research 
36 expenditures in this state to total qualified research 
37 expenditures. for purposes of this section, an 
38 individual may claim a research credit for qualifying 
39 research expenditures incurred by a partnership, 
40 subchapter S corporation, ar.d estate C~ t~~s~ elec~ing 
41 to have the income taxed directly to che ir.dividual. 
42 The amount claimed by the ,ndividua1 shall be based 
43 upon the pro rata share of tr.e individual's earnings 
44 of a partnership, subchapter S cor20ra~ion, or es~ate 
45 or trust. for purposes of this section, "qualifying 
46 expenditures for increasing research activities" means 
47 the qualifying expenditures as defined for the federal 
48 credit for increasing research activities which would 
49 be allowable under section 36 41 of the Internal 
50 Revenue Code ot-%9547-~"-eEfeet-o"-aa"tl8rY-=7-=9857-or 
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1 wM~en-w~tlid-be-eiiowebie-~~der-~ee~~on-4i-o~-the 
2 %n~ernei-Reven~e-Eode-of-i986. 
3 Sec. 24. Section 422.12, subsection 1, paragraph 
4 c, Code Supplement 1987, is amended to read as 
5 follows: 
6 c. Por each dependent, an additional ten dollars. 
7 As used in this section, the term "dependent" ~he±± 
8 neve has the same meaning as provided by the Internal 
9 Revenue-Code of-±954. 

10 Sec. 25. Section 422.12, subsection 2, unnumbered 
11 paragraph 1, Code Suppleme~t 1987, is amended to read 
12 as follows: 
13 A child and dependent care credit equal to forty-
14 five percent of the federal child and dependent care 
15 credit provided in section 21 of the Internal Revenue 
16 Code of-i954. 
17 Sec. 26. Section 422.13, subsection 1, paragraph 
18 a, Code. Supplement 1987, is amended to read as 
19 follows: 
20 a. The individual is required to file a federal 
21 income tax return under the Internal Revenue Code of 
22 +954. 
23 Sec. 27. Section 422.16, subsection 1, unnumbered 
24 paragraph 1, Code Supplement 1987, is amended to read 
25 as follows: 
26 Every withholding agent and every employer as 
27 defined in this chapter and further defined in the 
28 Internal Revenue Code oi-±954, with respect to income 
29 tax collected at source, making payment of wages to a 
30 nonresident employee working in Iowa, or to a resident 
31 employee, shall deduct and withhold from the wages an 
32 amount which will approximate the employee's annual 
33 tax liability on a calenda~ year basis, calculated on 
34 the basis of tables to be prepa.ed by the department 
35 and schedules or percentage rates, based on the wages, 
36 to be prescribed by the depart~ent. Every employee or 
37 other person shall declare to the employer or 
38 withholding agent the number of the employee'S or 
39 other person's ?ersonal exemptions and dependency 
40 exemptions or credits to be ~sed in applying the 
41 tables and schedules or percentage rates. However, no 
42 greater number of personal or dependency exemptions or 
43 credits may be declared by the e~ployee or other 
44 person than the nu~ber to whiCh the employee or other 
45 person is entitled except as allowed under section 
46 3402(m)(I) of the Internal Revenue Code of-~954. The 
47 claiming of exemptions or credits in excess of 
48 entitlement is a serious misdemeanor. 
49 Sec. 28. Section 422.16, subsection 11, paragraphs 
50 a and d. Code Supplement 1987, are amended to read as 
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1 follows: 
2 a. Every person or married couple filing a return 
3 shall make estimated tax payments if the person's or 
4 couple's Iowa income tax attributable to income other 
5 than wages subject to withholding can reasonably be 
6 expected to amount to fifty dollars or more for the 
7 taxable year, except that, in the cases of farmers and 
8 f~~~e~~ fishermen, the exceptions provided in the 
9 Internal Revenue Code ot-19S4 with respect to making 

10 estimated payments apply. The estimated tax shall be 
11 paid in quarterly installments. The first installment 
12 shall be paid on or before the last day of the fourth 
13 month of the taxpayer's tax year for which the 
14 estimated payments apply. The other installments 
15 shall be paid on or before June 30, September 30, and 
16 January 31. However, at the election of the person or 
17 married couple, any installment of the estimated tax 
18 may be paid prior to the date prescribed for its 
19 payment. If a person or married couple filing a 
20 return has reason to believe that the person's or 
21 couple's Iowa income tax may increase or decrease, 
22 either for purposes of meeting the requirement to make 
23 estimated tax payments or for the purpose of 
24 increasing or decreasing estimated tax payments, the 
25 person or married couple shall increase or decrease 
26 any subsequent estimated tax payments accordingly. 
27 d. Any amount of estimated tax paid is a credit 
28 against the amount of tax found payable on a final, 
29 completed return, as provided in subsection 9, 
30 relating to the credit for the tax withheld against 
31 the tax found payable on a return properly and 
32 correctly prepared under sections 422.5 through 
33 422.25, and any overpayment of one dollar or more 
34 shall be refunded to the taxpayer and the return 
35 const:tutes a claim :or refund foc tr.is ~ur~ose. 
36 Arr.ou~ts less than one dollar shall not be re~~r.ded. 
37 The method provided by the Interna: Revenue Cade of 
38 =9S~ for determining what is applicable to ~r.e 
39 addition to tax for underpayment of the tax payable 
40 applies to pe~sons required to make payme~ts of 
41 estimated tax under this section except the amount to 
42 be added to the tax for underDavmer.t of est~mated tax 
43 is an amount determined at the rate in effect under 
44 section 421.7. This addition tG tax specified for 
45 unde:payment of the tax payable is not subject to 
46 waiver provisions relating to reasonable cause, except 
47 as provided in the Internal Revenue Code oE-i9~4. 
48 Underpayment of estimated tax shall be determined in 
49 the same manner as provided under the Internal Revenue 
50 Code of-+954 and the exceptions in the Inte~nal 
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Revenue Code of-t95. also apply. 
Sec. 29. Section 422.20, subsection 2, Code 

Supplement 1987. is amended to read as follows: 
2. It ~ne%l-be is unlawful for eny an oEficer. 

employee. or agent.-or former officer. employee, or 
agent of the state to disclose to any person. except 
as authorized in subsection 1 of this section. any 
federal tax return or return information as defined in 
section 6103(b) of the Internal Revenue Code of-~954. 
It ~~e~~-ftt~~he~-be is unlawful for any a person to 
whom any federal tax-return or return information. as 
defined in section 6103(b) of the Internal Revenue 
Code of-+95 •• is disclosed in a manner unauthorized by 
subsection 1 of this section to thereafter print or 
publish in any manner not provided by law any such 
return or return information. Any A person eo~~~ee~nq 
en-offenee-eqa~nee-ehe-fo~eqo~nq violating this 
provis~on ~nall-be is guilty of a serious mlsdemeanor. 

Sec. 30. Sectioo-422.21. unnumbered paragraphs 4. 
5. and 6. Code Supplement 1987. are amended to read as 
follows: 

The director shall determine for the %979 1989 and 
each subseauent calendar yea~e year the annual and 
cumulative"inflation factors fo~oee each calendar 
yee~e year to be applied to tax years beginning on or 
after January 1 of that calendar year. The director 
shall compute the new dollar amounts as specified 
ene~e~n to be adjusted in section 422.5 by the latest 
cumulative inflation factor and round off the result 
to the nearest one dollar. The annual and cumulative 
inflation factors determined by the director are not 
rules as defined in section 17A.2. subsection 7. 

The deoartment shall provide on income tax forms or 
in the instruction booklets in a manner tha~ wil~ be 
noticeable to the taxpaye~s a statement ~o-the-e~t~~t 
that. even though the taxpayer may not have any 
federal 0: state income tax liab.lity, the taxpayer 
may be eligible Eor the federal earned lncome tax 
credit. The statement shall also contain notice of 
where the taxpayer may cheek on the taxpaye~'s 
eligibility Eor this c~edlt. 

~ne-dep~r~ment-~~a~~-p~epd~e-end-~6ke-~~6~i~b+e-6 
~p~e~~~-rettlrn-f~~-€~+~~g-e-t~x-ref~"d-e~ei~-~e~~~t~~; 
f~om-t~e-net-e~p~~ei-~6~n-dedtletten-6tle~ori~ed-~n 
eeetion-.rr.9'-3tlOeeeeion-6.--~he-3peeie~-~ettl~ne 
eh~~~-be-de~iqned-eo-ehat-tne-depe~tment-wili-oe-ab+e 
eo-eompi+e-de~a-ehe~-±den~±~±e~-the-~otl~ee-and-t7pe-of 
ene-eepiee+-ge~ne-end-:o~~e~-end-ene-qeoqropnteol 
ioeeeion-of-ene-t~on~eet±on~-in~o:~ing-the-e6pitei 
gaine-end-~oeee~.--By-dentlary-15,-+989,-tne-dep6~tment 
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1 she'l:'I:-l!Ielce-e~e±'l:eb~e-eo-ehe-genera'l:-assel!lb'l:'1-ehe-daea 
2 eOl!lp±'l:ed-frol!l-ehe-spee±a'l:-reettrns-f±'l:eo-ottr±n9-ehe 
3 prev±otts-ee~enoar-'1ear7 
4 Sec. 31. Section 422.25, subsection 1, unnumbered 
5 paragraph 1, Code 1987, is amended to read as follows: 
6 Within three years after the return is filed or 
7 within three years after the return became due, 
8 including any extensions of time for filing, whichever 
9 time is the later, the department shall examine it and 

10 determine the correct amount of tax, and the amount 
11 determined by the department is the tax. However, if 
12 the taxpayer omits from income an amount which will, 
13 under the Internal Revenue Code e£-'l:954, extend the 
14 statute of limitations for assessment of federal tax 
15 to six years under the federal law, the period for 
16 examination and determination is six years. In 
17 addition to the applicable period of limitation for 
18 examination and determination, the department may make 
19 an exa~ination and determination at any time within 
20 six months from the date of receipt by the department 
21 of written notice from the taxpayer of the final 
22 disposition of any matter between the taxpayer and the 
23 internal revenue service with respect to the 
24 particular tax year. In order to begin the running of 
25 the S±x-l!Ioftehs~ six-month period, the notice shall be 
26 in writing in any form sufficient to inform the 
27 department of the final disposition with respect to 
28 that year, and a copy of the federal document showing 
29 the final disposition or final federal adjustments 
30 shall be attached to the notice. 
31 Sec. 32. Section 422.32, subsection 1, Code 
32 Supplement 1987, is amended to read as follows: 
33 1. The word "corporation" includes joint stock 
34 companies, and associations organized for pecuniary 
35 profit, exeepe-'l:±m±eed-pareftersh±ps-or9etft±zed-ttftoer 
36. ehepeer-545 and publicly traded partnerships taxed as 
37 corporations under the Internal Revenue Code. 
38 Sec. 33. Section 422.32, subsection 11, Code 
39 Supplement 1987, is amended to read as follows: 
40 11. "Internal Revenue Code" means the Internal 
41 Revenue Code of 1954, prior to the date of its 
42 redesignation as the Internal Revenue Code of 1986 by 
43 the Tax Reform Act of 1986, or means the Internal 
44 Revenue Code of 1986 as amended to and including 
45 January 1, ~98~ 1988, whichever is applicable. 
46 Sec. 34. Section 422.32, subsection 11, Code 

I 47 Supplement 1987, is amended by striking the 
,; 48 subsection. 
~ '49 Sec. 35. Section 422.33, Code Supplement 1987, is 

50 amended by adding the following new subsection: 
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NSW SUBSECTION. lAo There is imposed upon each 
corporation exempt from the general business tax on 
corporations by section 422.34, subsections 2 through 
6, a tax at the rates in subsection 1 upon the state's 
apportioned share computed in accordance ~ith 
subsections 2 and 3 of the unrelated business income 
computed in accordance ~ith the Internal Revenue Code 
and ~ith the adjustments set forth in section 422.35. 

Sec. 36. Section 422.72, subsection 2, Code 
Supplement 1987, is amended to read as follo~s: 

2. 2ederal tax returns, copies of ret~rns, and 
return information as defined in section 6103(b) of 
the Internal Revenue Code of-+951, ~hich are required 
to be tiled ~ith the department for the enforcement of 
the income tax la~s of this state, shall be deemed-and 
held as confidential by the department and subject to 
the disclosure limitations in subsection 1 of-~ni~ 
~ect~on. 

Sec: 37. Section 450.1, unnumbered paragraph 2, 
Code 1987, is amended to read as follo~s: 

a25 

For purposes of this chapter, unless the context 
otherwise requires, "personal representative" means an 
exec~tor, administrator, or trustee as each is defined 
in section 633.3 and "Internal Revenue Code" means the 
same as defined in section 422.3. 

Sec. 38. Section 450.3, subsections 2 and 7, Code 
1987, are amended to read as follows: 9 26 

27 
28 2. 9y deed, grant, sale, gift or transfer made 
29 within three years of the death of the grantor or 

doner, which is not a bona fide sale for an adequate 
and ful~ consideration in money or money's worth and 
which is in excess of the annual gift tax exclusion 
allowable for each donee under section 2503. 
subsections band e of the Internal Revenue Code ~f 
+954-e~-ee!!~ed-~n-~ee~~en-4?~~~. IE both spc~ses 
consen:. a gift made by one spouse to a per50n whO is 

30 
31 
32 
33 
34 
35 
36 
37 r.o~ ~he ot~er s9cuse is considered, for tr.e ~~:pcses 

of t~~s subsection, as made one ha:f by each spouse 
under the same terms and conditions provided fo: in 
section 2513 of the Internal Revenue Code ~E-~954-a~ 
de~~~ed-~~-~ee~!on-~~~~~. 

38 
39 
4C 
41 
42 
43 
44 
45 
46 
47 
48 
49 _50 

7. ~hich qualifies as a qualified termi~able 
interest property as defined in section 2056(b)(7)(3) 
of t~e !nternal Revenue Code ef-r954-~~-dee!n~d-tM 
~ee~~o~-4~~~3, shall, it an election is made, be 
treated and considered as passing in fee. or its 
equivalent, to the surviving spouse in the es:ate of 
the donor-grantor. Property on which the election is 
made shall be included in the gross estate of the 
surviving spouse and shall be deemed to have passed in 

-17-



....... ~.-
.' .- ...... :~ 1 

~e·~ ~:~~ :he S~r~lV:~S s~'~use :~ ~~? pers~~s 

L 3~~CeE6iil~ ~O ~~e :effiainder i~terest, ~n~ess ~h2 
3 property was sold, distributed, or otherwise disposed 
4 of prior to the death of the surviving spouse. A 
5 sale, disposition, or disposal of the property prior 
6 to the death of the surviving spouse shall void the 
7 election, and shall subject the property disposed of, 
6 less amounts received or retained by the surv:ving 
9 spouse, to tax :n t~e donor-grantor's es~ate in t~e 

S2ffie ~an~er 2S ~f ~~a ~ax had ~ee~ deferred under 
.~ sections '5G.4~ through 450.49. 
... ,- Sec. 3S. Sectio~ 450.37, s~bsection :, paragraph 
. 1 b, eace 1987, :'s ame!"!ded ~o :-ead as Eol:ows: . , b. The altarnete val~? of the property, if ~he 
_~ p~;so~al represe~tative so elects, :hat has been 
:5 eS':2b~ished fer federal estate tax purposes c~der 

SEC~:O~ 2032 of t~e Inter~al Reven~E Code e'-~95~-e~ 
:3 d~0~~~~-~~-~~c~t~~-4ii73. The e:ec:ion s~al: be 
19 Ex~rccsed on t~e return by t~e ?ersonal ~e?resentat~ve 
20 or other person signing the re~urn, within the time 
2c presc=~bed by law for filing the return or before the 
22 ex?ircticn of any exte~sion of time granted for fi~ing 
23 the return. 

Sec. 40. Section 450A.l, subsection 5, Code 
Suppl~mer.t 1987, is amended to read as follows: 

5. "Internal Revenue Code" means the same as the 
term is defined in section 4~~7~ 422.32. 

Sec. 41. Section 450B.l, Code 1987, is amended to 
read as follows: 

450B.: DEFINITIONS. 
As used in this chapter, unless the context 

otherwise requires: 
1 "Internal Revenue Code 0'-+954" means the same 

as defined in section 422.3. 

2~ 
2S 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 2. "Taxpayer" means a qua!ified heir lLable for 
36 the inheritance tax imposed under Chapter 450 on 
37 qualified real property. 
38 3. "Qualified real property", "qual:fied use", 
39 "cessation of qualified use", and "qualified heir" 
40 mear. the same as defined in sect:on 2032A of the 
41 Internal Revenue Code e~-+954. 
42 4. For purposes of subsection 1, the internal 
J3 Rever.t:e Code el!-:!:9S4 shall be Interpreted ':0 inClude 
~." :-.~~ ::"o·-j_s.i..c!":~~ )f ""'"l'.Jb. ~. !\o . . ?)-~ 
, , c . ,.2 . ::: , .; t :. ~ n .: 50,' . 2, C:. e .J 8 7 , 
46 read as follcws: 
; 7 !: ~ 03. :2 
43 US:;. 
49 NOtwithstanding section 450.37, the ~a:ue o~ 
50 qualified real property for the purpose of the tax 
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1 imposed under chapter 450 may. at the elec~ion of the 
2 taxpayer. be its value for the use under which it 
3 qualities as prescribed by section 2032A oE the 
4 Internal Revenue Code ef-i9S.. A taKpayer m~y make an 
5 election under this section only if all of the 
6 following conditions are met: 
7 1. An election for federal estate tax purposes was 
8 made with regard to the qualified real property under 
9 section 2032A of the Internal Revenue Code e£-!954. 

10 2. All persons who signed the agreement referred 
11 to in section 2032A(d)(2) of the I~ter~al Revenue Code 
12 oe-=954 make the election under t~is section and sign 
13 an agreement with the department of revenue and 
14 finance consenting to the application of section 
15 4508.3 with respect to the qualified real property. 
16 3. The total decrease in the value of the 
17 qualified real property as a result of the election 
18 under this section does not exceed the dollar ~ 
19 limitation specified in section 2032A(a)(2) of the 
20 Internal Revenue Code of-i954. 
21 The election under this section shall be made by 
22 the taxpayer in the manner as the director of r~venue 
23 and finance may prescribe by rule. The value for the 
24 qualified use under this section shall be :he value 3~ 
25 determined and accepted for federal estate tax 
26 purposes. 
27 The definitions and special rules speci~ied in 
28 section 2032A(e) of the Internal Revenue Code o~-:954 
29 shall apply with respect to qualiEied real property 
30 Eor which an election was made under this section _ 
31 except that rules shall be prescribed by the direc~or 
32 of revenue and finance in lieu of the regulations , 
33 promulgated by the secretary of t~easury. 
34 The directo~ shall prescribe regu:ations setting 
35 Eorth the application of this chapter i~ the case of 
36 an i~terest i~ a part~ership. co~pocation. or t:us~ 
37 Which. with resnect to the decece~t, is an interest >n 
38 a closely held ;usiness within the meaning of section 
39 6166(b)(1) of the !nte~nal Rever.ue Code o~-~9~4. Such 
40 regulations shall conform as ~ea:"y as possible wi:h 
41 the regulaticns promulgated by the United States 
42 secretary of treasury in respect to such i~~e~ests. 
43 Sec. 43. Section 4508.3. Code i987. is amsnded to 
44 read as tollows: 
45 4509.3 ADDITIONAL INHERITANCE ~AX APPLICABLE. 
46 The:e is imposed upon the qualified heir an 
47 additional inheritance tax if. within ten yea~s after 
48 the decedent's death and before the death of the 
49 qualified heir. the qualified heir disposes of. other 
50 than to a member of the family. any interest in 
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H-5033 
Page Twenty 

1 qualified real rroperty for which an election under 
2 section 4506.2 was made or ceases to use for the 
3 qualified use the qualified real property for which an 
4 election under section 4509.2 was made as prescribed 
5 in section 2032A(c) of the Internal Revenue Code of 
6 ~95.. The additional inheritance tax shall be the 
7 amount computed under section 4509.5 and shall be due 
8 six months after the date of the disposition or 
9 cessation of qualified use re~erred to in this 

10 section. 7he amount of the additiona~ inheri=anc~ tax 
1: shail accr;Je :nterest at the rate of ten percent per 
" ':ear f:a~ :~ire ~onths after t~e ~ecede~~'s dea~h ~.) 

13 t~e due da~e of the tax. The tax snall be ~a~d to t~e 
14 de~artment of revenue and finance and sha:l be 
:5 ~epasited i~to the general f~nd of the state. Taxes 
16 ~ot paid wlthin the time prescribed in this sect:on 
17 shall draw :nterest at the rate of ten percent per 
18 a~r.um ~nt~l paid. 7here shall not be an additional 
19 inheritance tax if the disposition Or cessation occurs 
20 ten years or more after the decedent's death. 
21 Sec. 44. Section 451.1, subsection 8, Code 1987, 
22 ~s amended to read as follows: 
23 8. "Internal Revenue Code o~-i9S4" means the same 
2~ as defined in section 422.3. 
25 Sec. 45. Section 451.2, unnumbered paragraph 1, 
26 Code 1987, is amended to read as follows: 
27 An amount equal to the federal estate tax credit 
28 for state death taxes as allowed in the Internal 
29 Revenue Code o~-t9~4 is hereby imposed upon every 
30 transfer of the net estate of every decedent, being a 
31 resident of, or owning property in this state7-e~ 
32 he~e~~-proy~ded. 
33 Sec. 46. Section 451.3, Code 1987, is amended to 
34 read as follows: 
35 451.3 GROSS AND NET ESTATE. 
36 The gross estate shall be the same as finally 
37 dete:mined for federal estate tax and the net estate 
38 sMa!l be t~e gross estate less deductions as pernitted 
39 oy federal law, in arriving at the net taxable federal 
40 estate, all determined as provided in the Internal 
41 Revenue Code o€-i954. 
42 Sec. 47. 1987 Iowa Acts, Second Extraordinary 
43 S~ssi0n, c~acter 1, section ]3, ~s Amerded to re~d as 
~~ ~- ·.o~·S: 

4S ~~ .. ~3. Se:ticn 422.11 s~bsect!c~ ~7, secti~~ 
46 \22.5, subsection 7, section 422.7, s~bsections 10, 
4, ~2, 14, ~5, 22, and 26, section 422.9, subsection 2, 
48 parag:aph "~en, and section 422.21, unnumbered 
49 paragraph 4, do not apply. 
50 Sec. 48. 1987 Iowa Acts, Second Extraordinary 
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Pd'-i'" Twent.y-One 

1 Session, Chapter 1, section 16, 
2 follows: 

is amended to read as 

) SEC. 16. Sections 1 through 10, 13, and 14 of this 
4 
5 
6 
7 
8 
') 

Act are retroactive to January 1, 1987 for tax years 
beginning ~n-the-t98~-eetende~-yee~-on~y on or aE,er 
that date. 

Sec. 49. 1987 Iowa Acts, Second Extraordinary 
Session, chapter 1, sections 13 and 14, are :epealed. 

Sec. 50. For purposes of tax years beginning in 
lO t~e ~988 ~ale~da, year, references in section ~22.9. 
1: subsec~~on 6. unnumbered paragraph 4 and section 
12 ~22.2!, ~~n~xbered paragraph 6, ~o t~e year 1987, 
13 1988, ~r 1989, shall mean the year 1988, 1989. or 
14 '99C. respect:vely. 
:s Se':'. ~:. The Code ecitor shall :"'?r.t;;:oe:- s-?(:'ti:,:,? 
16 ~2?5, 5'.:}S<::'.:c.:: lA, ~s 5ect~on ';22.5, s:.:bsec~.,~~ •. 
:~ Re~ere~c~s ~~ th~ !owa Code to sect~on 422.5, 
19 suosec~i~~ :, shall mean section 422.5, subsec:~o:) ~~I 
19 as renumbered. The Code editor may renumber ether 
20 subsections as a result of this Act. 
21 Sec. 52. Sections 3, 8, 10, 14, 32, 33, 47, d.-:d 48 
22 of this Act are retroactive to January 1, 1987, Eor 

tax years beginning on or after that date. 23 
24 
2'; 
26 
27 

Sec. 53. Sections 1,2,4,5,6,7,9, 11, ~2, 13, 
15 t'nrcLigh 21, 23 through 29, 31, 34, 35, 36, 49, a!'.d 
51 of this Act are retroactive to January 1, 1988, for 
tax years beginning on or after that date. 

•

',,'28 
'29 

. . ' 30 
31 

Sec. 5';. Sections 22 and 30 of this Act are 
effective January 1, 1989, for tax years beginning on 
or after that date . 

; 

32 
33 
34 
35 
36 
)7 
38 
39 
~O 

41 
42 
43 
44 
45 
46 
47 

49 
_ 50 

Sec. 55. Sections 37, 38, 39, and 41 through 46 of 
this Act a~e effective January 1, 1988, for estates of 
persons dying on or after that date. 

Sec. 56. Section 40 of this Act is retroactive to 
October 22, 1986, for generation skipping transfers 
which are eligible for the credit for state taxes 
under section 2604 of the Internal Revenue Code and 
are made afte~ October 22, 1986, subject to the 
special ~u1es of section 1433(b) of Pub. L. No. 99-
514. 

Sec. 57. Sections 3, 8, 33, 40, and 47 of t~is Act 
are repeale~ January 1, 1988, for tax years beginn~~q 
on or afte~ tha, date or for estates of persons dy~ng 
or. or afte~ t~at date. 

Sec. 58. This Act, being deemed of immediate 
importance, td~es effect upon enactment." 

2. Ti~~e ~age, line 5, by inserting after the 
word "applicability," the following: "taxing 
unrelated b~siness income of certain nonprofit 
organizations, repealing capital gains refund 

H-~()33 

tA. ... ,['d·le Twenty-T\4 o 
.~ 1 provisions, limiting the amount of state tax exempt 

, :2 pensions, strikIng obsolete provisions,". 

H-S033 fILED fEBRCARi' 1, 1988 
_· .. .;.'f.::.~t""· " ,.:-.',_ ... ' ..... :. ,. ~.··I:... ':.j',-, 

" ." '.'. t· ":'/!-/I§~.:: -f' ...,: .. .; •. ) 

BY COMMI1'TEE ON IvAi'S I\ND MEANS 

- I 
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SENATE FILE 2074 
ii-5042 

1 Amend the Committee amendment H-5033 to Senate fi~e 
2 2074, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 10, by inserting after line 50 the 
'5 following: 
6 "Sec. 100. Section 422.7, Code Supplement 1987, ~s 
7 amended by adding the following new subsection: 
8 NEW SUBSECTION. Subtract sixty percent of the net 
9 capital gain as computed in section 1202 of the 

10 Internal Revenue Code in effect for tax years 
11 beginni~g in the 1986 calendar year." 
12 2. Page 2~, line 25, by striking the word and 
13 figures: "21, 23 through 29" and inserting the 
14 following: "29,100". 
15 3. Page 21, by striking line 28 and inserting the 
16 following: 
17 "Sec. Section 30 of this Act is". 
18 4. Page 22, line 1, by inserting before the word 
19 "limiting" the :ollowing: "allowing a capital gains 
20 deduction,". 

H-5042 rE.SD FSBPc:.\i<Y 2, 1988 
" .'~ , 

BY HALVORSON of Clayton 
HARBOR of Mills 

• 



,l.'::> l'J\~~.t.U 1)1 'III~ _>1:._"'",. 
J\rtEND!'-1ENT II-S05R to II-S031 

ItE0111':};1'ED RY I~E PJ.:!·:SEN'!','.1' rVJ~ S'I'RO;o.1ER 

In compl iance ~ith a written rcqLlcst received febr\l~ry '. 1988, R fisc~1 note 
for hHKNDHt-:NT 11-')058 TO COHHlTTi':~ AHENOHFoNT 11-')03) 'IU SKNI\T~ fo'lI.E 201~ is 
hereby ~;lIbmittCil pur5u,ant to Joint Rule 17. D,'lla u·:cd in dl!vc1opi::~ this 
fiscal nutc .1re .,· ... liLlble from the Legislative Fisc.'ll BureaLi to m.!milcrs .:d t.he 

LegisL1lurc upon request. 

I\MENDHI':1IT II-'j()'j·') TO COHHITn:r·: AMi':NDMI';NT 11-)01] TO :-;EtjATI': FILE 20l l• AS :',iSS!·.n 

I\Y TilE SE~"Tt-~ Ch'lll[,,-~S the index.ltioll method. 

CUTrI'ntly. the i:nrlicit 
Ilrackct·: f'lr inflatio!l, 

prlCC defl~tnr 15 

lhO':f,h pcrcent.l)~e 

used tu ~djL:~l threshhoids ~nd 
incr~~';c~ ~rc rcduc,!d by hal:. 

HowCVf~r. t~1<'I'"(~ io; no up .... ard .,djll~tm~:tlt un.!er the fClll" .... in~ cirClIlT·,:iH1C,·! ii. 
on Jllt1O' \11, Ih,' un(lhti!~.1,-cJ g •. ,!,.:!'al fllnd bill:lnct· ol Ihe 1.,..~'ceJ!n ... , (",,·n..,:.;!" 
yC.1r for '~'h;,:h the .1nnu;1I inflation f,lCtO!'" .1;;plies i~ le~~ th.u~ SMI.O ~::,io:, .. 

Thi~ ~me!lJ~~~t would lIse 100% of the changc in the consum~r pri~~ ~:l~CX 
instC'lld ol h.l1f of the ch.lnge in the implicit pricl! dcfLltor. It .... liulti .i!S8 

Slriv.'.! Lh,; triller Llngunge :,;toPpin8 index.ltion it' thc unobliB~tCt! gc!',e:-al 
fund bal~nc~ IS less than $60.0 million. 

FISCAL EFFECT 

The imp.let .... ould be to increase the level of indexation in future years. The 
actual imp.;ct \Jould be a reduct ion in future revenue. 

Source: 1),'p;lrtmcnt of Revenue and Fi.nance 

1"lL~D FEnRUAI<Y S, 1~88 BY DENNIS P!{U1J'l'Y, 

(I,SB lolJS.IO. POD) 

;St',.\L 11!I~E('I'I)H 

SENATE FILE 2074 AS PASSED BY TilE Sr:~:\1'E 

AMEND~\ENT 1i-5062 TO Ii-50]) 
f'rSCl\L NOTE 

REQUgSTEI1 rw in~I'HESr:~JTNrrVi:: STIWF<1EI{ 

]n compliance ~ith 4 ~ritten TCGuest received February ~, 1988, a fiscal note 
for AMENDHENT U-S062 ro COtOHTI~E AKEHDKI!NT ii-SO)) 1'0 Sfo:NAH E'l LE: 2074 AS 
PASSED BY THE SENATE is hereby s~bmitted pursuant to Joint ~ulc 17. Da:a us~c 
in developing this fiscal note are available from the Legislative Fiscal 
Bureau to members of the Legislature upon request. 

AMENDMENT H-)062 TO COMMITTEE AMENDMENT H-)03J TO SENATE FILE 2074 AS ?ASSED 
BY THE SENATE allo~s self-employed individuals to deduct certain medical ca~e 
insurance. 

FI SCAL EfFECT 

The amendment yould have a negative effect on the general fund. ho~ever. the 
amount of the impact cannot be determined. 

Source: Department of Revenue and finance 

FILED FEB£W/\l,y S, 11)88 13\' m;NN lS J'J~(ll;'J'Y. !-" i. 

S[~N/\'i'I': FILE 2074 AS PASSEl> UY TilE :;E;-.J/'."i·!. 
.MtENn1'1E~T 1!-50S2 TO 1l-5033 

f"'ISCAL NOTE 
r~r.QUE.sTElJ BY REPRESENTATIVE HAIIj",SBY 

Ii' ::'.'TUj< 

tn complIance ~ith a \oIritto!n request rece~ved F~bruar, 4. l'JS3. do :"ls::a. ~,c':€ 
for A..HEHDHY.NT 1f-'jO~2 TO COHMITIEE i'J hereby jyhtnitted purs",i.1t t;) ";'Jint :t~;e 
11. Data u-sed i.n developi.r.g thi'!; ti'!;c.ll note are a· .. .l;l.l!)lC frem ~:'!e 
LegisLHive Fiscal But"'!au tv .1\cmbers of the Legi,latyre up"n r~(t'.les:. 

"-MENDHE~T H-~OC;2 TO COHHl-:'TEE A.,'1ENDHENT H-C;On TO SENAH.; rr:.E 201<. AS ?,~SSED 
8Y THE SENATE ~epe.a.ls t~e individual alternative minimum ~dX for ':ax ye~rs 
beginninc on or dfter J~n. ~. 1988. 

ASSCl1PT[ON ------

1. Elimination o( the capit3l gain exclusion through coupling. 

rtSCAL EFfECT 

It is estimated this a:ner.Cme:"lt ~ill reduce FY89 general (ynd receipts by $2.0 
million. 

Source: Department ot ~cyenue and Finance 

Fll.1-;1) i"EI3IWt\I~Y r" 19RH 

(~SB 7~:lS.8. PDD) 

BY DJ.;f\.\IS PH 1,1'1'\. j':~;,"\1 Ili.:'i.,.';·' i':: 



HOl!SE CLIP SHEEr:' 

SENATE FILE 2074 AS PASSED BY THE SENATE 
?'lCNDl-IENT fl-S059 TO 11-5033 

FISCAL NOTE 
:<E-'.lclF.~:T;::[) iCY "El'l':E~;P,'l',\TIVE CI1i{PENTER 

I 
I 

! 

I 
i 

':: 

I 

f;l ~0;npl~d[\c~ ~~th d ~ri~ten request recelved February 4, 1983, ~ ~i~c~' :lu:r 
[or AI1ENllMtoNT I1-~05,) 1U COXHITIel! AKEHOK!':NT if-50 3 ,ro Si':NATI': FILE 1074 AS 
l'ASStm 8Y 71!~: SENAl/': ,; ;1,'reb)' ';ubmined purSu3nt to Joi:Jl r~~l(' 11_ [J,H,' 'Js-od 

1n d~vc10ping th1~ f:SC1: note are 3vallable trom the Legi51~[!ve ~~SC3! 

oU-~·O:: .. JLl ro m(.''T'Oer-; of l~i i...'.~f'.!$l.:ltllr~ upon request. 

,\~t:NDM",~; "-50'>9 ';0 cf)~~!T"'t::E ~,HENDKENT H-5033 TO SENAT<: FI:..:: 2074 A!.; ,-ASSEl) 
13Y lli~ S:::NATf: lr.sr·:"U::~;:;., limited capital gains exclusion effccti'.·<"' L,,=, ~..}X 

flt.Irs bq~innil'}:; cr I):· .. iflt:'r'" Jan. 1, 1988. It .11<;0 ~trit<.es tll<! !'"efu!l'! 
rrOV1"5~(ln for (:']pi~.:1,i. €..~i"'l::' r.ffectiv~ Jan. I, 1988. The rndXl:TlUm r:ct c.lpit"l 
}~.:nll ,:~ ~;lXPJy~r or r:I"rrlL'd (o:.Jple may claim is $17,500. Sixt'X pcrcer.r of un'; 

~m0ult~ ~u~ld lhe~ hr eXL\uded tram taxable income. Eligible t~xpayrr£ ~oul~ 
:I(lt ;'.~ve to !-j 1.::- .1 $ep,1"'d:(~ refund {or the tax benefit, nor woule r.hl::'!Y t'IX 

~~nef1~ be s~bJect tc d pusslble pro rata ~eduction by the state. 

l'h,! unp,jct (of t hi~-. ?,'opos.3;l can not be det.ermined. 

(LSB 7611 S. \2. PDc» 

BY DENNIS PROU'ry, FISCAL DTfillC,'OR 

Sr::'F,TE i'IL,: ,?O74 AS PASSED BY THE SENATE 
M!E:-;[)~!ENT H- 504 2 TO E- 50 3 3 

FlSCAL C;OTE 
!"Y ;{I<i' .'i~~:)~:<·~·\·~· rVL rt,\i...\!ORSON of Clayton 

!, ;~(:!T'!p~i.::lnce .... ~~~ ·3 '-Jr~~:en req'Jes~ rf!ceiv-=!d Fet>(·J.!ry 4, 1988, d f~·;(:.J~ n0!.~ 

!0r AK~n"~NT 11-5042 TO COKMITI!!:I! is her ... by submltted ?ursuant :0 .;o'O[ ~"!,, 
17. Dd~J u~ed ;r: de·/e:op~:~g thig fisCdl noc~ ~,e available fr~m :~e 

~~~l -;L\r ilJe ~\3C:.1: S ..... reao.J [') :ne:'T10ers of the Legislature upon reques(. 

Al'!f.~!)KS~T H-S042~0 COMM:T~oE AMENDMENT H-S033 TO SENATE ~ILE 20'4 AS ?~S5ED 

J.{ ~HE SFNAT£ re;~st~tes ~he (dPltdl gains aeduc:ion t~r tJX years be~:~~!n~ 
0:\ lr ~~:er j~r. 1, 1988. 

;: i. @~:imJt@d that ge"e.al fund receipts would decline betwee~ 5i7.5 m:lll')n 
'0 527_5 million .n FY89. The mid-polnt of this rang ... is 522.5 m,:!,on. 

SQurc~: D~partme~t of Revenue ~nd Financ~ 
(LSB 76;:S •. 9, ?9D) 

BY DENN T S Pi"<ClI)';'Y, 1'1 SCAL !JI !lEe-C'l' 
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SENATE FILE 2074 
1i-50S3 
1 
2 
3 
4 

'" 6 
7 
8 
9 

10 
11 
12 
1 3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Mend the Corrur.ittee aTT'end:re:1t !1-5033 to Senate file 
2074, as a~ended, passed, anc ~e?r:nted by the Sena:e, 
as follo,-,s: 

1. Page 10, by inserting after line 50 the 
following: 

"Sec. 120. Section 422.7, Code Supplement 1987, IS 

amended by adding the ~ollowing ne" subsection: 
NEW SU8S~CTION. Subtract 5ix~y percent of t~e net 

capital gain of proper:y helc by the taxpayer for five 
vears or ~ore as ccm~~ted in section 1202 of the 
Internal Reve~ue Cod~ :n effec~ for tax years 
beginnin9 ir. t~e 1986 calendar year. For purposes of 
:his subsec:lor., prope~ty previo~s1y held by t~e 

taxpayer's spouse IS considered held by :he tax?~yer." 
2. Page 21, line 25, by s~~iklng the word anc 

figure~: "21, 23 through 29" and inserting the 
following: "29, 120". 

3. Page 21, by stri~in9 line 28 and insertin9 the 
fo1101J1ng: 

"Sec. . Section 30 of this Act is". 
4. Page 22, line 1, by inserting before the word 

"limiting" the following: "allowing a capital gains 
deduction for property held for at least five years,". 

BY SCHNEKLOTH of Scott 
H-SOS3 FILED FEBRUARY 4, 1988 CARPENTER of Polk 

: .. , ,." 

SENATE FILE 2074 
H-SOS5 

1 Amend the Committee amendment H-503J to Senate File 
2 2074, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 11, lines 39 and 40, by striking the 
5 words "two hundred thirty" and inserting the 
6 following: "five hundred". 
7 2. Page 11, line 42, by striking the word 
8 "thirty" and inserting the fOllowing: "three 
9 hundred" 

10 3. Page 21, line 25, by striking the word and 
11 figures "IS through 21" and inserting the following: 
12 "15, 16, 17, 19, 20, 21". 
13 .. 4 •.. Pas-e.. 21-;- ·1·jne--28.r..b¥-.in~.£~~-IKj- aft-er-the· word 
14 "Sections" the following: "18,". 
15 5. Page 22, line 2, by inserting after the word 
16 "pensions,· the following: "increasing the standard 
17 deduction,". 

BY ROSENBERG of Story 
l"lS£ of Lee 
GRONINGA of Cerro Gordo 
HANSON of Delawa~e 
CARPENTER of Polk 
DVORSKY of J~hnson 
CLARK of Cerro Gordo 
H-50SS FILED FEBRUARY 4, 1988 
"j- . . , .. ~' :- : , .. ' ~ 7·~"j 

SHOULTZ of Black Hawk 
NORRGARD of Des Moines 
OSTERBERG of Linn 
CONNOLLY of Dubuque 
JOHNSON of Winneshiek 
AD1\NS 0 f Hami 1 ton 
PETERSON of Carroll 
DODERER of Johnson 

-.~.~---.---
-_ .. __ . - _. __ . 



1 Amend the Committee amendment, H-5033, to Senate 
2 file 2074, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4 1. Page 11, line 1, by striking the word and 
5 figure "subsection 2" and inserting the following: 
6 "subsections 2 and 4". 
7 2. Page 11, line 2, by strIking the word "is· and 
8 inserting the following: "are". 
9 3. Page 11, by inserting after line 34 the 

10 following: 
11 "4. The amount of minimum tax paid to another 
12 state or foreign country by a resident taxpayer of 
13 this state from prefe~ence items derived from sources 
14 outside of Iowa shail be allowed as a credit against 
15 the tax computed under this divisIon except that the 
16 credit shall not exceed what the amount of state 
i7 alternative minimum tax would have been on the same 
18 preference items which were taxed by the other state 
19 or foreign country. The limitation on this credit 
20 shall be computed according to the following formula: 
21 The total of preference items earned outside of Iowa 
22 and taxed by another state or foreign country shall be 
23 divided by the total of preference items of the 
24 resident taxpayer of Iowa. In computing this 
25 quotient, those items excludable under section 422.5, 
26 subsection 1, paragraph uou Ok", subparagraph II) 
27 shall not be used in computing-the preference items. 
28 This quotient multiplied times the net state 
29 alternative minimum tax as determined in section 
30 422.5, subsection 1, paragraph UoU Ok" on the total of 
3i preference items as if entirely earned in Iowa shall 
32 be the maximum tax credit against the Iowa alternative 
33 minimum tax. However, the maximum tax credit will not 
34 be allowed to the extent that the minimum tax Imposed 
35 by the othe~ state or foreign country is less than the 
36 maximum tax credit computed above." 

H-5046 FXLED FE~RUARY 3, 1988 BY DODERER of Johnson 
" .' " . I' • . ' " 

SENATE FILE 2074 
11-5052 

1 Amend the Committee a~endment, H-5033 to Senate 
2 file 2074, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4 1. Page 4, by striking lines 4 through 19 and 
5 inserting the .follow.ing: .. "Code. Supplement 1987, is 
6 amended by striking the paragraph." 
7 2. Page 11, by inserting after line 34 the 
8 following: 
9 "Sec. 17A. Section 422.8, subsection 4, Code 1987, 

10 is amended by striking the subsection." 
11 3. Page 21. line 24. by inserting after the 
12 figure ·i3,· the following: "17A,". 
13 4. Page 21. line 50, by inserting after the word 
14 "organizations." the following: "repealing the 
15 individuai alternative minimum tax,". 
tl-5052,fILED FEBRUARY 4, 1988 BY MAULSBY of Calhoun 
~.:' -- ~ -.- ';.' " 

( 

• 



PAGE SEVEN, FEBRUARY 9, 1988 HOUSE CLIP SHEET 

SENATE FILE 2074 
11-5059 
1 Amend the Co~~itt~e aMend~ent H-5033 to Senate File 
2 2074, as amended, passed, and reprinted by the Senate, 
3 as follows: 
4 1. Page 10, by inserting after line 50 the 
5 following: 
6 "Sec. 160. Section 422.7, Code Supplement 1987, is 
7 amended by adding the following new subsection: 
8 NEW SUBSECTION. Subtract sixty percent of the net 
9 capital gain as computed in section 1202 of the 

10 Internal Revenue Code in effect for tax years 
11 beginning in the 1986 calendar year. For purposes of 
12 determining the amou~t to be subtracted, the net 
13 capital gain shall not exceed seventeen thousand five 
14 hundred dollars. Married taxpayers who elect separate 
15 filing on a combined return for state tax purposes are 
16 treated as one taxpayer and the amount of net capital 
17 gain to be used to determine the total amount to be 
18 subtracted by them shall not exceed seventeen thousand 
19 five hundred dollars in the aggregate. Married 
20 taxpayers who file jointly or separately or. a combined 
21 return shall prorate the seventeen thousand five 
22 hundred dollar limitation between them based on the 
23 ratio of each spouse's net capital gain to the total 
24 net capita! gain of both spouses. In the case of 
2S married taxpayers filing separate returns, the amount 
26 of net capital gain to be used to determine the a~ount 
27 to be subtracted by each spouse shall not exceed eight 
28 thousand seven h~ndred and fifty dollars. Any income 
29 or loss resulting from the forfeiture, transfer, or 
30 sale or exchange described in section e22.7, 
31 subsection 25, shall not be used in computing net 
32 capital gain for purposes of this subsection." 
33 2. Pa<;e 21, line 25, by striking the word and 
34 figures: "21, 23 through 29" and inserting the 
3S following: "29,l60". 
36 3. Page 21, by s~riking line 28 and inserting the 
37 following: 
38 "Sec. Section 30 0: this Ac·:. is". 
39 4. Page 22, line 1, by inserting before the word 
40 "limiting" t~e following: "allowing a capital gains 
41 deduction,". 

" c;n<;'l f'ILED r"E:BRlJARY 5, 1988 
LOS'!' (if .1 77) 

BY CARPENTER of Polk 
SCHNEKLOTH of Scott 

--------------------_ ............. -- ....... -_ ..... _ .... . 



:-:F.~~.i\:'E 1·; ~,F. 2074 
I: - .: I -. :.:.; 

l Amend the Committee a~e~d~ent, H-5033, to Se~ate 
2 File 2074. as amended. passed. and reprinted by t~e 
3 Senate. as follows: 
4 1. Page 2. by st~iKing lines 29 through 36 and 
5 inserting the following: "not less than zero percent. 
6 in the imp~~eit-p~iee-defiate~-€er-t~e-~ro~~-"atio"a! 
7 ~redtlet cons~mer price index computed for the whole 
8 c~lendar year or-for the-~eeo~d-qtlarter-e€-the 
9 ea±e"dar-year.-:"-the-ee,e-ef-the-a"~tlat-±"f:atie" 

lO raetor-fe~-t~e-~98r-a"d-~tlb~eqae"t-eaie"da~-1ee~~,-b1 
II the-btlree~-of-eeo"o~:e-e"~+y~±~-ef-the-~"ited-State~ 
12 departme"t-of-eo~e~ee by the bureau of labor 
13 statistics of the Cnited States deoartme~t of labor. 
14 all ~rban consume~s. or its successor, and shall add 
15 t~o fo~~t~5 tor-t~~-~gee-and-~ab~eqtent-eaie~eer-yeer5 
16 of". 
17 2. Page 3. by striking lines 8 through 22 and ir.-
18 serting the followi~g: 
:9 "d.--Nee~~~~~~e~o:n;-t"e-eo~ptltat~on-of-t~e-~""te± 
20 ~~E~et±~~-£~=~~~-~nde~-p~~e~~ap~-~ell-of-t~i~ 
21 e~~gectie~7-~h~-s~~~Q;-±~£~s~~e"-fee~or-i~-e~e-~~~d~ed 

22 ~~re~~t-f~~-~~J-e~~e~oer-yee~-±~-~ni=~-t~e-~~o~=~9~ted 
23 st~te-ge~~~e~-~~~d-~a;~~ee-on-a~~e-3e-e9-~e~~~~~e~-~y 
24 ~~~-rii~eeto~-of-r~~?~~e-e~rl-f~~e~~e-by-S~pte~~e~-;G-oE 
25 ~~~-fi~e~~-ye~~-~~~~~~~~g-~~-th~t-~eie~dB~-ye~~-i~ 
26 i~~~-th~~-5~xty-~~~;~en-do~~~~~~--Hewever7-~e~-t~e 
27 ~96±-~"o-~~ose~ee~t-ea±e~der-year~T-the-a~"~ei 
28 inf+et±o"-faeto~-±5-o~e-h~~dred-~e~eent-€or-a"y 
29 ea=e"da~-y~~~-cE-the-~neoi:~e~ed-~t~te-~ene~a~-f~nd 
30 oatanee-~n-a~ne-3e-of-the-eeiender-yee~-~~eeedtn9-the 
31 eaiende~-year-~o~-~h:eh-the-faete~-te-dete~~i"ed.-as 
32 ee~t~fted-b7-~he-d~reeto~-of-re~entle-and-f~nanee-07 
33 8etobe~-teT-i~-ie~~-than-eixty-~~!±ie"-doi!a~~~" 

I! - ) li ') 1:) 

, .\ \:~~-r 

1988 

BY HI.:M'IE~ () f B.en to" 
VAN I-L-".ANEN ()~ 1-1allc.sKo1 
TYR:(£LL of Tnwa 

SE~ATE fILE 2074 

1 Amend the Committee amendment, H-S033, to Senate 
2 File 2074, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4· 1. Page 5, line IS, by insertin9 after the word 
5 "account." the followin9: "For purposes of this 
6 subsection, net income includes all amounts of pen-
7 sions or other retirement income received from any 
8 source which is not taxable under this division as a 
9 result of any o~her state law." 

BY OSTERP,ERC. of 1.1 flY' 

CARPE~TER of Polk 



H-:i061 
1 .~";1e~d the COI7l.:~ittee a.:--.2ridme~t, H-5033, to Sena~e 
2 File 2074, as amended, passed and reprinted by the 
3 Senate, as follows: 
4 1. Page 2, by st:iking lines 37 through 39 and 
5 i~serting the following: "that percent change to one 
6 hundred pe:cent. The annual inflation factor for the 
7 1979 calendar year is one hundred two point three 
8 percent:. The annual". 
9 2. Page 2, line ~6, by striking the figures: 

10 "'!:97'S 1982" a"d inse:ti.-:o the following: "1978". 
11 3. Page 3, by sc:ik:;g lines 3 through 7 and 
12 i~se:ting t~e ~ollo~i~S: 

I 13 "c. The annual inflation factor for the 1978 
" 14 calenda: yea: is one hundred percent. Notwithstanding 

15 the comou~ation oE the a~~ual inflation factor under 
16 Da ragr;;l:-'.., I. _II I-· .... e '"':-1,.....,.::0. .. : nfl-t ion ~eeJr.. ........ &:aci-ors for ... _ .... !-'.. Co , \...J C.I ••• ~<,..;._ .!.;1_ Co _ _ 1.. ....... ,;. L ... k 

17 the 1987 and 1988 ca~endar 7ee~-i~ years are one 
18 hundred pe:cent." 
19 4. Page 3, line ~2, by striking the word and 
20 figu:e "SL:~S2Ct.!.On. ll' 2:1C inserting the folloy-tins: 
2: "subsection lA", 
22 5. By striking page 3, line 45, through page 4, 
21 1 i ne 19. 
24 6. Page 6, line ]5, by striking the figure "7,". 
25 7. Page 7, by striki~g li~es 21 through 31. 
26 8. Page la, by inse~ti~g after line 50 the 
27 following: 
28 "Sec. 100. Section 422.7, Code Supple~ent 1987, is 
29 amended by adding the following new subsection: 
30 NE~ SUaSECTION. Subtract sixty percent of the net 
31 capital gain as computed i~ section 1202 of the 
32 Internal 2evenue Code in effect for tax years 
33 beginning in the 1986 calendar year." 
34 9. Page II, by striking lines 1 through 34. 
35 10. Page IS, line 22, by striking the figures 
36 "197'9 1989" and inserting the follo',oJing: "1979". 
37 11.--P2ge 21, by stri~i~g lines 15 through 20. 
38 12. Page 21, line 24, by striking the figure 
39 II 5, II • 

40 13. Page 21, line 25, by striking the figure 
___ 'll_" 4 9 , ... 

42 14. Page 21, line 28, by inserting aEter the word 
___ ~_).~_S2c~ions" :r.e f8l1ol,.;i::g: "5, 49, lOa,". 

44 15. P.Jge 21, line 41, by striking the wo~d and 
45 figures "40, and 47" and inserting the following: 
46 "and 40". 

;:47 16. Page 21, by inser~ing after line 44 the 
48 following: 
49 "Sec. Section 47 of this Act is repealed 
50 January 1-,-1989, for tax years beginning on or after 

Pa'_ll~ 'J'wo , . 
,_'_I_thq t date. 1I 

2 17. Page 22, line 1, by inserting after the word 
3 "provisions" the follo',oJing: "and rate structure, 
C allowing a capital gains deduction". 

BY DODERER of Johnson 
11- ~OG1 FILEU n:BRUARY 5, 1988 ARNOULD of Scott 
DIVISIONS 1\, B, AND C WITHDRA~lNcJ<'/7Gj.1711.:1Yo) 

- -... -.--.:. 



PAGE ELEVEN, FEBRUARY 9, 1988 HOUSE CLIP SHEET 

SENATE FILE 2074 
11-5060 

1 Amend the Committee amendment 11-5033 to Senate File 
2 2074, as amended, passed and reprinted by the Senate, 
3 as follows: 
4 1. Page 4, line 50, by inserting after the words 
5 "case of" the following: "single persons fifty-five 
6 years of age or older,". 
7 2. Page 5, line 35, by inserting after the words 
8 "if the" the following: "single fifty-five year or 
9 older person's,". 

H-50hO I"ILED I.'EBRlTI'IRY 5, 198R 
LQ§T (f. -'i 7.2 7 

BY VAN CAMP of Scott 

SENATE FILE 2074 
Il-5063 

1 Amend the Committee amendment, H-5033, to Senate 
2 File 2074, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4 1. Page 10, by striking lines 42 through 50. 
5 2. Page 22, lines 1 and 2, by striking the words 
6 "limiting the amount of state tax exempt pensions,". 

BY SHERZAN of Polk RENAUD of Polk 
BEAMAN of Clarke SKOW of Guthrie 
PONCY of Wapello VAN CAMP of Scott 
RUNNING of Linn FULLER of Hardin 
11-5063 FILED FEBRUARY 5, 1988 BEATTY of lvarren 
ADOPTED (if'"'? <LJ 

SENATE FILE 2074 
f/-5068 

1 Amend the Committee amendment, H-5033, to Senate 
2 File 2074, as amended, passed, and reprinted by the 
3 Senate, as follows: 
4 1. Page 12, by striking lines 22 through 24. 
5 2. Page 21, line 50, by striking the words 
6 "repealing capital gains refund". 
7 3. Page 22, line 1, by striking the word 
8 "prO»4-slons,". 

11-5068 FILED FEBRUARY 5, 1988 
IYITHDRAWN (if.2.f<f) 

BY SKOW of Guthrie 
FOGARTY of Palo Alto 



HOUSE CLIP SIIEET 

S~N~7C FILE 2074 

1 Am~nd the Co~~ittee amendment, H-S03J, to Senate 
2 rile 2074, as amended, passed, and reprinted by the 
3 Sena~e, as :ollows: 
4 1. Page 16, by insertlng after line 48 ~he 
5 folloWl::g: 
6 "Sec. 200. Sec~ion 422.33, subsection 4, paragraph 
7 a, Code Supplement 1987, is amended to read as 
8 follows: 
9 a. Add items nf tax preference included in federal 

10 alternative minimum taxable income under section 57, 
11 except subsections (a)(l) and (a)(5), of the Internal 
12 ~evenue Code, make ~he adjustments included in federal 
13 dlte~native ~l~lmum taxable i~come under section 56, 
l~ except subsections (a) (~) and (d), of the Internal 
15 Reve""e Code, and acd losses as requi:ec by section 58 
16 of ~r.e ·Internal <levenue Code. In makircg the 
17 3JJ!.!stne~t under 5ec~ion 56{c){1} o~ the !ntet~al 
i8 Reve,:ue Coce, ir.teres~ and dividends from federal 
19 sec~:rities and lnteres~ and divide~ds from state and 
20 ~r.-:: ::>1J~:~;cal SUbdivisions, and :ro"" reg~lated 
2: l:1vestmenc companies exempt from federal ~ncome tax 
22 ~nde~ ~r.e Internal Revenue Code net ot amortization 
23 any discount 0: ?remium shall be subtracted." 
24 2. Page 21, lIne 24, by inserting after the 
25 fisure "13," tr.e fcllowing: "200,11. 

,1- ',;,~, I J"L:i' ;··EGr~I_:"\:·:,( ~), j9H8 
~·~:·:I:r:r\./\~\'0! '.~' ,-I 

SE:-<I\T£ FILE 2074 

of 

1 A:nerld the Ccmmittee a:nendme::t iI-5033 ".0 Se:1ate File 
~ 2074, as amended, passed a~d repc~~ted by :~e Senate, 
3 as :0110'0015: 
4 1. Page 10, by ir.serting af:~r lir.e 50 :he 
S following: 
6 ·'Sec. 180. Sectl0n 422.7, Code Supple:nent 1987, !S 

7 amended bv adding the fo:lowing new subsection: 
8 NEW S~~SECTION. Subtract, to ~h~ exte~t i:1c1uded, 
9 ~he amount of publIC and private pensIons or other 

10 reti:ement ~ncome received unless the co~bined ne~ 
11 income plus all pensions and other retirement income 
12 of the taxpayer and the taxpayer's spouse exceeds 
13 sixteen thousand foue hundred fifty dollars. The 
14 sixteen thousand four hundred fifty dollar amount 
15 shall be indexed for inflatlon by multiplying the 
16 amCU:1t ~y the latest cumulative irlf1ation factor as 
17 determined unde: section 422.4, subsection 17.·· 
18 2. Page 21, line 24, by inse=~i:1g after the 
19 figure "13," the following: "180,'·. 

I. I,~ll,;, ::'~ IJ::I~ ;"L:BR:'JARY ~\. 19::)8 BY DODERER of Johnson 
Yi T T III)I{,\ \.J:, '. :,. I 



HOUSE (':.01 P SHEE'!' 

SE~A'!'l:: i'I LE 2 (j 7 4 

1 Amenc the Cor.~ittee a~e"c~er.t, H-S033, to Senate 
2 file 2074, as a~e~de~, ~assed, and reprinted by the 
3 Senate, as follows: 
4 1. Pase la, by ir.serting after line 50 the 
5 following: 
6 "Sec, 140, Sec~lon 422.7, Code S,-,pplerr.ent 1987, 1S 

7 amended by acd!ng t"e following new subsection: 
8 NE~ S~SS2C=IO~, Ir. t~e case of self-employed 
9 indlvid~als, subt~act the a~ount paid fat insurance 

10 which constitutes ~e~lcal care for the taxpayer, the 
I! taxpayer's spouse, anc cependents which is not 
12 deductible uncer section 162(~) of the Ir.ternal 
13 Reven~e C~~e. ~he a~c~nt deducted u~der this 
14 subsectlo~ is ~ot allcwable to the taxpayer as an 
IS itemized ded~ctio~ u~der section 422.9, subsection 2." 
16 2 .. ?a':]e 21. l.ir,e 2~, by ir.sertir.c; a:ter t~.e 
~7 :igure "13," t~e follcwir:g: "140,". 
18 J, Page 21, !ine 50, by inserting a~ter the word 
I" .. 0: c; a r. 1 7. a t Ion s ," U: e : 0: : ow i ~ S : " a:' : ow I :1 g 5 e: f -
2C e~p:Oje~s to dedcct ce~~ain ~edica: care in5ura~=e,". 

r~\' ~1'r"\).fv1Et, 1): Hanc(")ck 
~ll:~r~Ir~S of ~u~stlth 

BJU\~·~S'l'AL; u~ Wir:neb(::(Jo 
(:I\IU'L:-':Tr:l< o:~ ?I)lr, 
:~;J.·II:-JI-:'<J.()';'iI of Sc()tt 
11- -,,11',2 ;"ILElJ F'LI3RUAl'Y c" 1988 
r J ):-. r -l i ' 

BEAMAN oC CL.1.rkc.' 
MJlCLSBY of Calhoun 
McKEA:-; of ,Tonps 
BENNETT ,,[ Ida 
PETEnSDI of Muscatine 

SFt-;,WE FIL£ 2074 
li- ~,()(, 7 

I Amend the Co~~ittee amendment H-5033 to Senate File 
2 2074, as amended, passed and :eprlnted by the Senate, 
3 as follo .... s: 
4 1. Page la, by i~serting after line 50 the 
<; follo .... ing: 
6 "Sec. 200. Seccion 422.7, Code Supplement 1987, is 
7 amended by adding the :0110 .... ing ne .... subsection: 
8 NEW SUBSECTION. Subtract twelve thousand dollars, 
9 if the taxpayer is sixty-five years of age or older. 

10 The amount to be subtracted under this subsection 
11 shall be reduced by the amount of state of Io .... a 
12 pensions or other state of Iowa retirement i~come 
13 received .... hich is not taxable under this division as a 
14 result of any other state tax la ..... " 
15 2. Page 21, line 24, by inserting after the 
16 figure ."13," the following: "200,". 

!1-'j(J(JI ,".i.Li..:D I r'::L~r":;JAf{y ~ • .t~)o~ 

,,\p: JI)'I'F.~. l--:.i:t.'I_I\;S I l12fZL~, - : .... OS7 
, , ..... 

BY HUM!'1EL of Benton 
DODERER of cTohnson 



H<)"Sr:; CLIP SHEET 

SE~A~E rILC 2074 
JI- '>O(,'! -; 
3 

Amend the Committee amendment. H-S033. to Senate 
rile 2074. as amended. passed. and reprinted by the 
Senate. as follows: .. 

S 
6 
7 
8 

1. ~age 12. by striking lines 22 through 24 • 
2. Page 21. line SO. by striking the words 

-repealing capital gains refund". 
3. Page 22. line 1. by striking the word 

-pr~ons.·. 

BY HALVORSON of Clayton 
,IM{UOH of ~1i lIe; 
nI\GCL;TT of Adams 
TYrd~ELL of Iowa 
BEAMAN of Clarke 
MiLLER of Cherokee 
SfiONINC of \';oodburv 
BIII\~STAD of Winnebaq0 
IIESTEr, of Pot tawa t ta;:l.l.c 
Y1J\(iLSJ1Y of Calhoun 
Vl\~ MAANEN c> f ~lah.~ska 

!I-C,06~ rILED FEBr~L;ARY 5. 1988 
L<)ST ..... .:; ~ 

STUELAND of Clinton 
GARHAN of StOl-Y 
~ETCALF of Polk 
~leKE!\N of Jones 
LUNDay of Linn 
SCIINEKLOTH of Scott 
KRE~lCR of Buchanan 
CORBL;T'!' of Lum 
JIER.".ANN of Scott 
:U:NKEN of Grundy 
PLi\SIER of Sioux 
PAcLIN of Plymouth 



ft.:bt<tJAKI .1./, l';JOO - Senator Bruner -_. 
STATE Of IOWA 

fIL£:U fISCAL NOT E 

. ~ ... , :" 

\ 

lS8 No. 76\1S.14 
Statt 10. POD 

BY SENATOR BRUNER SENATE FILE 1074 

In compli4ne~ vith a ~rittcn request r~ceiyed february 12, 1988, a fiscal note 
for SEMAT! FILE 2014 AS AM~eD 8Y THE HOUSE is hereby submitted pursuant to 
Joint Rul~ II. Data used in dev~loping this fiscal note .r~ av.il.bl~ fro~ 
th~ Legi.latiY~ fiscal 8~reau to members of the Legislat~re upon request. 

SENATE F[LE 2074 AS AMENDED 8Y THE HOUSE .dd. the following: 

a. Repeal of the capical ga,n. refund provision for t.x years 
beginning on or after Jan. I, 1989. 

b. [nelu.ion of pension or retirement ,ncome in the threshhold. of 
$5,000 or $7,500, regardless of whether the state ex~~pt. the 
the pension or r~ti~ement income from tAxAtion. 

c. Institution of a corporate tax on unrelated business income 
earned by non-profit organization •• 

A. b~fore, the bill makes permanent changes ~ade by H.F. 689 ,n rates, 
brackets, deductions, thr~shholds, and clarification on the taxation o( 
interest and dividends from regulated investment companies exempt from (ed~ral 
tax and tb~ loss from the sale or exchange of sh~r~. of such companies. The 
bill reinstates the deduction of expenses for state legislators whose home is 
within SO miles of the capitol, and clarifies taxpayer eligibility for use of 
the alternative tax calculation available to filers vith net income. over 

.:A $7,SOO "nd not filing as singles. The bill updates references to t.he Internal 
""'Reyenue Code relating to the indiyidual, business and inheritance taxes. 

The bi 11 couples 
retroa~tive to Jan. 

st41Ce and 
I, 1987. 

federa 1 individl.lat income tax provis ions, 

The bill clarifies that a ~rr,ed couple vith one spouse carrying a net 
operating loss forvard or back sh"ll nOt rec.,ve the benefit of an alternate 
tax calculation available for f:lers with net incoroes over $7,SOO and not 
filing as single •• !his LS retroactive to Jan. I, 1988. 

Unde~ current law, taxpaye,s receiving annuities from the U.S. Civil Service 
Retire~nt and Disability Trust Fund were allowed to exclude fro~ net incoroe 
up to $5,500 for separ.te filer. and S8,OOO for joint filers. !he $5,500 and 
$8,000 vere indexed (or infl.tion, thus actual excludable a~unts had risen. 
The bill brings the limits .tated In the Code up to tbe level. they vere 
rai.ed by indexation, ,.e .• to $5,627 for separate filers and $8,184 for 
.... rried filer. and .. retroactive to Jan. I, 1981. rndexation will begin 
agatn ln 1989. 

Retroactive to Jan. I, 1987, the bill couple. with change~ in the Internal 
Revenue Code pertaining to the individual, business and iaberitanee taxes. 
Retroactive to Oct. 26, 1986, the bill update. references to the rRe relatiye 
to generation skipping traosfers eligible for the credit for state taxes. 

A Retroacti"e to Jan. I, 1981, the bill reinst.tes th~ deduction of expenses for 
:""'state legislators living vithin 50 Miles of the stat~ capitol. 

Retroactive to Jan. I, 1987, the bill repeals the sunSet of H.F. 689. 
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Senator Sruner 

lSB No 7611514 
Staff 10. POD 

The bill increment' deadline date. pertaining to the separate filing for a 
c.pital gains deduction refund for tax year 1988. 

FISCAL EFFECT 

Repeal of H.F. 689 Sunset 

AssWDpt lODs 

I. lova tax lav. viii continue to conform vith the federal tax legi.lation 
for tax years 1988 in a manner similar to that existing for tax year 
1987. Hovever, to permit comparison to prior e'timates, the effects of 
capital gain. changes a,sume full coupling with the 1986 federal change' 
rather than the partial coupling that occurred for tax year 1987. 

2. The reliability of the projections continue to rely heavily on the 
accuracy of the estimates of the provisions completed at the federal 
level. The absence of specific projections at the federal level for 
several provlSlons required the Department of Revenue and Finance to 
independently complete these estimates. Estimates provided here reflect 
mid-point. of ranges provided by tbe Department of Revenue & Finance. 

It is estimated thi, portion of the bill will increase PY89 general fund 
revenues by $6.5 million over FY88 general fund rever.ues. 

Individual Income 

Long rerm Capital Cains 
Deduction for Sales rax 
Deduction for Medical Expenses 
Miscellaneous' Employee Business 

Expense Deduction 
Unemployment Compensation 
MinilllUlll rax 
Individual Retirement Accounts 
CODA 
Interest Deduction 
Repeal Dividend Exclusion 
Busines. Meals 
Depreciat ion 
Passive Investment 
Capit81i~.otion 

Long term contracts 

CONFORMITY SUBTOTAL 

FEDERAL DEDUCTIBiLITY 

TOTAL 

PY88 
( .. i 11 ions) 

$ 18.5 
15.0 
4.0 

14.0 

3.0 
(4.0) 
19.0 
2.5 

15.5 
3.0 
1.5 

0.5) 
5.5 
2.5 

S 98.5 

37 • 5 

$136.0 

FY89 
( .. illions) 

$ 22.5 
14.5 
4.0 

13.5 

2.5 
(4.0) 
17.0 
2.0 

19.5 
2.5 
2.5 
1.0 

10.0 
1.5 

$109.0 

33.5 

$142.5 
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IRC Update 

The Omnibus Reconciliation Act of 1987 contains several provision. which will 
have a direct impact on Iowa tax receipt. if Iowa Code references to the 
Internal Revenue Code (IRC) are updated to include change. made to the rRC 
through 1987. 

Ass_ptions 

1. Provisions &naly~ed were those which had a significant fiscal impact 
projected at the state level, or those for which sufficient information 
lS available upon which to base an estimate. 

2. At this time, the data i. limited but sufficient to complete projections. 

3. Historical 
guidelines 

relationShips between federal 
for making current projections. 

and lowa tazes provide valid 

4. State tax laws will be "coupled" with the federal changes to the extent 
con.istent with past practices. 

5. To the limited degree 
using the pertinent 
reflect aid-point. of 

required, the individual tax changes were esti~ted 
provisions of HF 689. Estimates provided here 

ranges. 

The estimated net effect of coupling with these provisions is $6.0 million. 

Provisions Primarily Affecting Individuals 

Provisions Affecting Business (including i~dividual 
income and inberitance tazes) 

Vac.tion pay reserve 
Completed contract method 
Installment sales 
Corporate dividends received deduction 
Pension funding 
Estate ESOP limitation 
TOTAL 

FY89 (millions) 

($ O.25) 

$ l.n 
0.75 
3.75 
0.50 
1.50 

( 1. 50) 
$ 6.0 

Tax on Unrelated Business Income Earned Dy Mon-Profit Organi~ations 

Though it is expected this 
ther~ is not enough information 

provision wii: increase general fund revenues, 
to provide an estimate. 
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Inclusion of St&te Exempt Pen. ion Income .n the Thre.hhold. 

Senator Bruner 

LSB No. 7611S.14 
St8ff 10. POD 

Though it i. expected this provision ~ill increase general fund revenue" 
there LS not enough informdtion to provid~ ~n estimdce. 

RepeQI of the Capital Cains Refund Provision 

Assuming the federal Covcrnment does not retnstate a capital gain. deduction 
effective for tax year 1988, repealing this provision effective Jan. I, 1989, 
vill have a posittve impact on thc fY91 general fund in thaC $8.0 million viII 
noC have to be refunded. 

OVERALL FISCAL EFFECT 

It i. estimated th~' amendmenc vill incre.se FY89 ~eneral fund revenue. by 
SI2.S million over FY88 general fund revenues ($6.5 due co extension of H.f. 
689; $6.0 million due to coupling with the Revenue Act of 1987). There will 
be an unknown increase to the general fund due to the tax on unrelated 
business income e~rned by nonprofit organizations and the inclusion in the 
thre5hhold amounts of state exempt pension income. 

Striking the capital gains ref~d provision will Save the FY91 general fund 
$8.0 million in refunds. 

Source: Department of Revenue and finance 

- F'i seaL DireCtOr 
Legislat h. !'i~c .. l Bureau 

Date: ,:;2 _21 16' 
I 

t---------------------------I.--
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_ ~end Senate file 2074 as amended, passed and 
2 reprinted cy the Senate as follows: 
3 l. 3y striking everything after the e~acting 
4 clause and inserting the Eoilowing: 
5 "Sectlon 1. SectIon 422.3. subsection 5. Code 
6 1987. is amended by striking the subsectIon and 
7 inserting in l:eu thereof the following: 
8 5. "Internal Revenue Code" means the Internal 
9 Revenue Code of :954. prior to the date of its 

10 redesignation as the Internal Revenue Code of 1986 by 
11 the Tax Reform Act of :986, or means the Internal 
12 Revenue Code of 1986 as amended to and including 
13 Ja~ua~y 1. 1988. whichever is appl icab .. e. 
14 Sec. 2. Section 422.4, subsections 1, 4, 10, ll, 
IS 14, 17, and 18, Code Supplement 1987, are amended to 
16 read as follows: 
17 1. The words "taxable income" mean the net lncome 
18 as defined in section 422.7 minus the ded~ctions 
19 allowed by section 422.9, in the case of individuals; 
20 in the case of es~ates or trusts, the words "taxable 
21 inco~e" mean the taxable income (without a deduction 
22 for personal exemption) as computed for federal income 

_
23 tax purposes under the Internal Revenue Code ~f-+954, 
'4 but with the adjustments specified in section 422.7 

. LS plus the Iowa income tax deducted in computing ~a~d 
26 the federal taxable income and minus federal income 
27 taxes as provided in section 422.9. 
28 4. The words "tax year" mean the calendar year, or 
29 the fiscal year ending durins such calendar year, upon 
30 the basis of which the net income is computed under 
31 this division. 
32 a. If a taxpayer has made the election provided by 
33 section 441, subsection of"~, of the Internal Revenue 
34 Code of-t954, "tax year" means the annual perIod so 
35 elected, varying from fifty-two to fifty-three weeks. 
36 b. If the effective date or the applicabillty of a 
37 provision of this division is expressed in ~erms of a 
38 tax year beginning, including, or ending with 
39 reference to a specified date-which is the first or 
40 last day of a month, a tax year described in paragraph 
41 "a" of this subsection shall be treated dS beginning 
12 with the first day of the calendar month beginning 
43 nearest to the first day of the tax year or as ending 
14 with the last day of the calendar month ending nearesc 
45 to the last day of the tax year. 
46 c. This subsection is effective for tax years 
47 ending on or after December 14, 1975. 
~8 10. The word "individual" means a natural person; 

~49 and whe~e if an individual is permitted to :ile as a 
~SO corporatio~ ~nder the-p~e~~~~o~~-et the Inte~nal 
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1 Revenue Code of-~9S4, ~~eh that fictional status ~he~l 
2 is not be recognized for purposes of this chapter, and 
3 ;;eh the individual's taxable Income shall be computed 
4 as required under the-prov~~io,.,,,-of the internal 
5 Reve~ue Code of-t9S~ relating to individuals ~ot 
6 filIng as a corporation, ~lth the adjust~ents allow~d 
7 by this chapter. 
8 11. The term words "head of household" ~he~i-heve 

9 has the same meanIng as provided by the Internal 
10 Revenue Code or-t9S". 
11 i4. The term word ."wages" ~hetl-he~e has the same 
12 meanlng as provided by the Internal Reveni:eCode of 
13 i954. 
14 Ii. a. "Annual lr.flatior. Eactor" ,.een~-",.,-i;,.,dex7 
15 expre~~ed-e3-a-peree,.,tege7-determ~ned-~y-the 
16 depertme,.,t-eeeh-yeer-to-refiect-the-p~~ene~!,.,g-power 
17 o~-the-doiier-e~-e-re~~tt-oE-r"'fietion-dcri"g-tne 
18 p~eeed:ng-eelender-yeer~--for-the-T98±-e"d-~~6~e~ce,.,t 
19 ce=e~d~r-yee~~,-ua~~oO~-t~r~et~o~-facto~U ~eans an 
20 index, expressed as a percentage, determIned by the 
21 department by Octone: IS of the calenda~ ye~r 
22 preceding the calendar year Eo~ ~hich th~ facto, ~s 
23 determined, te-~eflect which reflects the purchas~n9 
24 po~e: of the dollar as a result of i~fiacion dU~lng 
25 the f~scal yea~ ending in the calendar year precedi~g 
26 the calendar year for ~hich :he factor is deter~,ned. 
27 In determining the annual inflation facto:, the 
28 depart~ent shall use the annual percent change, but 
29 not less than zero percent, in the implicit .,rice 
30 deflator for the gross national product comp~:ed Eo~ 
31 the-who:e-eo~e~do~-1eo~-or for the second quarter of 
32 the caiendar year7-:~-t~e-ee~e-of-the-o~~cet-."'fret~~~ 
33 fector-for-t~e-i98±-d~d-3cb~eqcent-core~dor-yed"~. by 
34 the bureau of eco~omic analysls of the Un,ted States 
35 department of commerce and shall add two-fo~rth~-fo~ 
36 the-i988-e~d-~cb~e~ce~t-cole~dor-7eo~~ one-half 0f 
37 that percent change to one hundred percent. ?he 
38 o~nco~-i~fiotio"'-foetor-for-the-r9~9-eeie~d~r-7ee~-~~ 
39 one-h~nd~ed-two-poi~t-three-pereent~ The annual 
40 inflation factor and the cumulative inflation factor 
41 shall each be expressed as a percentage rounded to the 
42 nearest one-tenth of one percent. The annual 
43 inflation factor shall not be less than one hundred 
44 percent. 
45 b. ·Cumulatlve inflation factor" means the product 
46 of the annual inflatlon f~ctor for the ~918 1988 
47 calendar year and all annnal inflation tactors [or 
48 subsequent calendar years as determined pursua"t to 
49 this subsection. The cumulative inflation factor 
50 applies to all tax years beginning on or af~er Jbnuary 
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~~ 1 0f the ca:endar year Eor whic~ the latest annual 
2 i~~lation Eacto~ nC.~ ~een de:e~mined. 
3 c. The a~nudi :nf1atio~ Eactor for the ±9~8 :988 
,; ca.i.er\car year is one ~undred \Jprcenc. Notw~th~tl:!,.,d~~g 
5 t~e-eem~~tetieM-~f-~~e-~"''''~6+-tnf!tlt~e'''-f~etep-cnoe~ 
6 p6~~g~6~h-llell7-t~~-enntle!-infi6t:o~-f8eeor-fer-t~e 
7 i98~-e6ieMder-ye6r-~~-oMe-h~,.,dred-~eree,.,t. 
8 c. Notwiths:anding the computatio~ of ~he a~nual 
9 infla:l0n factor under ?aragra~h "a" ef-thi~ 

:0 ~cb~eecte,.,. the annual inflation factor is one ~.j~d.ed 
11 percent for any calendar year in which the ~noo:iGated 
:2 state general ~und balance on June 30 ee-eerctf~e~-b! 
13 the-direetor-ef-re.e~tle-e,.,d-fi~e~ee-b,-Sep~e~~~r-i~-oE 
l4 ~he-fi~eei-yeer-be;tn~i"'9-i"'-~het-e6±e"der-ye6r-:e 
15 iee~-then-ei~t,-mi~iton-do++ers.--Howe.er7-for-t~e 
16 ~98±-e~d-stlbseqtte~t-eB±e,.,da~-years7-~~e-en~~ei 
:7 ~n~~et~on-tBeto~-~s-~ne-~tt"dred-peree,.,t-ror-a"'y 
18 ea±ender-year-i~-tr.e-tlnob±~~eted-state-gene~e~-~~Md 
19 baienee-o,.,-att"e-3e-ot-t~e-ee±ender-yeer-~reeee~"q-t~e 
20 eeie~der-year-fo~-whieh-t"e-taeto~-~s-dete~mi"eci, as 
2i cerclfied by the d"rector of revenue a~d Einance by 
22 Octcbe~ 10. is :ess than sixty millio~ collars. 
23 ±87--Por-p~rpeses-of-~eetion-4ii.3,-~ttb~eetie"-S7 
24 t"e-f~t~r"ei-Reve"~~-Eode-o£-±9S4-~hei!-be-inter~~~ted 

•

5 to-~~eitlde-ehe-pro.i~to"e-ot-Pttb.-b.-No7-98-47 
!. 6 Sec. 3. S~ction 422.4. subsections 19 and 20. Code 
, .7 Supplement 1987. are amended to read as follows: 

28 19. The deEinition of the Internal Reven~e Code of 
29 L954 in section 422.3. subsection 5. sha:l be 
30 interpreted :0 include provisions of the Tax Reform 
31 Act of 1986. ?ub. L. No. 99-514 which amended the 
32 Internal Revenue Code of 1954. and the Reve~ue Act of 
33 ~987. Pub. L. No. lOO-203. unless the context 
34 otherwise requires. 
35 20. "Internal Revenue Code of 1986" means the 
36 Internal Revenue Code of 1954 as amended by the Tax 
~7 Reform Act of i986, Pub. L. No. 99-514 and the Revenue 
3e Act of 1987. Pub. L. No. 100-203. 
39 Sec. 4, Section 422.4. subsections 19 and 20. Code 
40 SuppJement 1987. are amended by striking the 
41 subsections. 
42 Sec. 5. Section 422.5. subsectio~ 1. Code 
4J Supple~ent 1997, is a~e~ded by str,~k!ng the 
~4 subsection. 
45 Sec. 6. Section 422.5. subsection LAo un~umbered 
·;5 paragraph 1. Code S~pple~ent 1987. is ame~ded to read 
47 dS follows: 
48 ~n-~te~-o!-stlbseetion-17-a A tax is imposed upon 
49 eve~y resident and :10nreside~t-of the state wnich ~ax e5C shal: be levied. cOLlected, and paid ani1ually t:pon .olr.d 

-3-
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1 wlt~ respect to th~ entire ~axabLe income as deflned 
2 In thlS ~ivislon a. ~ates ~S fo:lows: 

Sec. 7. Sectiorl122.S, :',,,bsection 1,\, paragra~h k, 
J 4 suopa<agraph (1), CoJe Supplement 1987, lS amen-jed to 
5 read as follows: 
6 (1) Add items ot tax preEerenc~ included In 
7 federal alternative minimum taxable income under 
8 section S7, except subsections (a)(I), (a)(2), arid 
9 (a)(5), of the Internal Revenue Code of-~986, make the 

10 adjustments included in federal alternative minim~~ 
" taxable income under sectiOn S6, exc~pt subsect:o ns 

12 (a)(4), (b)(I)(C)(iil), and (d), of the Internal 
1] Revenue Code of-i986, and add losses as required by 
l4 section S8 of the :nternal Revenue Code af-t986. In 

the case of an est~te or trust, the items oE taX 
preference, adjustn,ents, <Ind losses shall OE: 

:7 ap?ortloned betwee~ the estate or trust and the 
beneficiaries i~ a~c~rdance with rules ~re5c~ibed by 

1 S 
l6 

18 
~9 

20 
21 

the di rectot. 
Sec. 8. Section 422.S, subsect:on 2, t.::lnumberec 

~araq.aph 2, Code SJpplement 1987, is amended tC :ead 

as fol10'''s: 22 
23 
24 
2') 

Ho~ever, far ma~r~ed ?erson~ filing )0i!~tly 0: 

tLlinS separacely 0n a combined ret~rn, un~a~ried 
heads of hOusehold, and survivirlg spo~ses, re~~rences 

~6 ir. this su~section and subsections 6 and 10 to rive 
27 thousand dollars shall be interpreted to mean s~ven 
28 thousand fLve hundre,j dollars. In additio~, :f the 
29 ~arrled persons'. [llihg joi~~ly or fiiing se~orately 
]0 ~n a combined retur~, unmarr:ed head of hou~ehold's, 
31 or surviving spouse's net income exceeds seven 
32 tho~sand five hund,ed dollars. the ~~g~:ar tdX impcseJ 
33 ,,~der this division shall be the lesser of the max~~,;m 
34 state individual ln~0me Lax rate times the port;on of 
]S the net income in excess of seven thousand f!ve 
36 hundred dollars or the re~ular tax liability ~ompute,j 
37 with01t ,egard to tn15 sentence, Taxpayers electlng 
38 ~o f,ee separately shhll compute the alte,ndt~ tax 
39 de~cri')ed in this paragraph using th~ total net l~come 
40 c,( the husband and ... :..f~, Ho .... ever, the alterna"e r.a,: 
~l described in this paraqraph does not apoly If one -
12 ~('lJse '~lects to carr! back or carrv torwdrd tr,e 1<.;';S 

;3 35 provlJed in sect~on 422.9, s~b5ection 3. 
Sec. 9. SectlOl, 422.S, subsection 2. Code 

1S Sll~pi.ement 1987, is amendec by st ~; King the s',,',';t:"ct· 011 

46 and inse:ting in lieu therpof the following: 

: ~ 

2. However, the tax shall not be imposed on a 
18 resldent or nonresldent whose net income, as def~~ed 
49 in secti011 422.7, :s seven thousand five ~~nd~ed 
SO Jallars or less in the case of married persons ~ilin~ 

, -
• I 
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~l Jointly or f~ling separately on a combi~ed =e~urn. 

2 unmarried heads of ~oIJsehold, and survivIng spouses or 
3 flve thousand dollars ~r less in the case of all ocner 
4 persons; but in the even~ that the payment of tax 
5 Ilndec this diVISion wOllid reduce the net ~ncome :0 
6 less tnan seven thousand five hundred dollars or five 
7 thousand dollars as applicable, t~en the tax shall be 
8 reduced to that amo~nt which would resu:t ~n allowi~g 
9 the taxpayer to retain a net income cf seven :housand 

10 five hur.dred dc:lars or five thousar.d dollars as 
11 applicable. The preceding ser.tence does not apply to 
12 estates or trusts. For the purpose of this 
i3 subsection. the entire net income. including ar.y pare I, of the net income ~ot allocated to Iowa. shail be 
15 taken into account. for purposes of this subsect:on. 
:6 net income includes all amounts of pensions or ~ther 
17 retirement income received from any source which :s 
i8 not taxable under this division as a result of any 
19 other state law. If the combined net income of a 
20 husband and wife exceeds seven thousand five hundred 
21 dollars. neither of them shall receive the benefit o! 
22 this subsection. and it is immaterial whether they 
23 file a joint retu=n or separate returns. However. if 
24 a husband and wife file separate returns and have a 

_
s combined net income of seven thousand five hundred 

~ 76 dollars or less. neither spouse shall receive the 
beroefit of this paragraph. if one spouse has a net 

28 operatlng loss and elects to carry back or carry 
29 forward the loss as provided in section 422.9, 
30 subsect:on 3. A person who is clalmed as a dependent 
31 by another person as defined in section 422.12 shall 
32 not receive the benefit of this subsection if the 
33 person claiming the dependent has net income exceeding 
34 seven thousand five hundred dollars or five thousand 
3S dollars as applicable or the person claiming the 
36 dependent and the person's spouse have combined net 
37 income exceeding seven thousand five hundred dollars 
38 or five thousand dollars as applicable. 
39 In addition. if the married persons'. filing 
40 jointly or filing separately on a combined return. 
4c unmarried head of household's, or surviving spouse's 
42 net income exceeds seven thousand five hundred 
43 dollars, the regular tax imposed under this division 
44 shall be the lesser of the maximum state individual 
45 income :ax rate :imes the portlon of the net inco~e ln 
~6 excess of seven :housand flve hundred dollars cr ~he 
C7 regular tax liabili~y computed without regard to this 
48 sentence. Taxpayers electing to file separately shall 
49 compute the alternate tax described in this paragraph 

~50 using the total net income of the husband and wife. 
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1 The 31ternate tax described In this para9raph does not 
2 apply If one spouse elects to carry back o~ carry 
3 forward the loss as provided in sectIon 422.9, 
4 subsection 3. 
5 Sec. 10. Section 422.5, subsection 6, Code 
6 Supplement 1987, is amended to read as follows: 
7 6. A person who is disabled, ~s sixty-twC) years of 
8 age or older or is the surviving spouse of an 
9 indiVidual or survivor having an insurable l~terest :n 

~O an individual who would have qllalified for th~ 
11 exemption under this paragraph for this t3X year ~nd 
12 receIves one or mOre annuities from the United States 
13 Civil service retirement a':d disability trust ~und, 
14 and whose net income, as dp.~lned in section 422.7. 15 

~5 sufficient to reqt:ire that the tax be imposed UPO;l it 
16 under this section, may determine ~inal taxable income 
17 for purposes cf imposition of the tax by excluding the 
18 a~ount of annuities received from the United States 
19 civil service retirement and disability trust fund. 
20 which are not already excluded in determi~lng net 
21 Income. as deEi~ed In sec~ion 422.7, up to a maximum 
" each tax year of five thousand f~~e-h~~~red six 
23 hundred twentv-seven 0011ar5 ~or a De:sor~ ·",r.o > ~ll!s a 
24 separate stat~ Income tax return an~ eignt thousand 
25 one ~undred eighty-four dollars total tor a r.usband 
26 and wife who file a JOInt state income tax returr.. 
27 However. a surviving spouse who ~s not disabled 0, 

28 sixty-two years of age or older call only exclude the 
29 amount of annuities received as a result of the death 
JO of the other spouse. The amount of the exemption 
31 shall be reduced by the amount of any social security 
32 benefits received. for the purpose of this section. 
33 the amount oE annuities received from the UnIted 
34 States civil service retirement and disability trust 
35 fund taxable under the Internal Revenue Code of 1954 
36 shall be included in net income for ?u'poses of 
37 determining eligibility ~nder the five thousand dollar 
38 or less exclusion. 
39 Sec. 11. Section 422.5, subsections 6. 7, 8. and 
10 10, Code Supplement 1987, are amended tc read as 
41 follows: 
42 6. A person who is disabled. is sixty-t\o'o years of 
43 age or older or is the surviving spouse of an 
44 Individual or survivor having an insurable interest .n 
45 an individual who would have qualitied for the 
46 exemption under this paragraph tor this tax ye3r and 
47 receives one or more annuities from the United States 
48 civil service retirement and disability trust fund, 
49 and whose net income, as defined in section 422.7, is 
50 Sufficient to require that the tax be imposed upon it 
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l!nder this sect:o~, :na!, cete:wlr.e 
~or purpcees of ~ffipCS1:lO~ ?~ t~e 

J dmoun~ of ann~ities received ~r')m 

t~na: ~axabie i~C:)ffi~ 

~ax oy excl~di!)g ~h~ 

:he C~ited Stat~s 
4 civil service ret:r~~ent a~d disdb~.llty trust fund, 
5 which are not alrpady exc:~ded 1n detprmi'11ng ne~ 
5 inc0:ne, as deEi~ed in seC!::0r. 422. f , l;~' ~o a ma:-;i;[~ur.i 

7 each tax year of ~ive th~~sand ~~.~-htlncire~ six 
8 hundred twenty-sever. d~)ilarS for a persor. w~Of:~es a 
9 separate state I~come tax ret~rn and eight thousand 

iO o~e hundred eighty-fo~~ doli~rs total for a hU3band 
11 and wife who file a :o.~~ state Income tax r~t~rn. 
12 However, a Su~vivlng s~ouse ~hc !s not disab:ed 0: 

13 six:y-two years of ~ge or n:der ca~ on:y exclude the 
l~~ amcu~t of annui~ies rece:ved as d ~esu:t of :~e dedt~ 

15 of the other spouse. The amou~~ 0f ~he exempt~on 

22 
23 
24 

:6 shall be reduced by the amou~t of any social security 
benefits received. For the purpose of this sec:i~n, 
the amour.~ of annuities :ece:ved from the United 
States civil service retirement and disability trust 
fund taxable un~er the Internal Reve~ue Code eF-±9S4 
shall be included in ~et income ~cr purposes of 
determi~ing elig~bility ~~der tte seven :ho~sand five 
h~~dred dollar or less or five rhcusand dollar or iess 
exciusion, as aop:icable. 

,7 
18 
19 
20 
21 

.~ .27 
28 
29 
30 
31 
32 
33 
34 

7. Upon determi~ation of the latest cumu:ative 
inflation [actor, the director shall multiply each 
dollar amount set forth In subsection :, paragraphs 
"a" ~""e!:!9h-umu and "i" o~ this section, and each 
dollar amount specified in this section as the maximum 
amount of annuities received which may be excluded :n 
determining fir.al taxable income, by this cumulative 
!nflatio~ factor, shall round off the resulting 
p~oduct to the neares: one dollar, and shall 
!ncorporate the result into the income tax forms and 

35 "nstructio~s for each tax year. 
36 8~--fneem~-of-an-tnd~~~d!:!6l-whie"-~s-~~el~ded-f,.om 
17 9re~~-~~eem~-onder-e"e-f~~ern81-Reve~~@-€ode-of-~95q 
38 6~-!:!-,.ee!:!l~-of-the-~ro~~~ten~-ef-~he-Ho~~6qe-Re±~e! 
39 Aet-of-±988.-94-~t6~~-±961.-~h6!!-Me~-be-~net!:!ded-6~ 
40 inee~~-tn-eomp!:!~inq-ehe-e~x-±m~e~ed-b7-thi~-ee~~±O"7 
~l 10. Tn addition to the c:her taxes imposed oy th,s 
~2 section, a tax IS imposed on the amount of a lump s~rn 
43 distribution for which the taxpayer has elected u~der 
44 section 402(e) of the Internal Revenue Code o€-~9S4 to 
45 
46 
47 
48 
49 
50 

'e 

be separately taxed for ~ede.a: i~come tax pur?c~~s 
for the tax year. The rate of tax 15 equal tc "wenty
~ive percent of the separate fe~eral tax imposeC on 
the amount of the lump sam distribution. A 
nonresident is liable for this "ax only on that 
pottion of the lump s~m distribution allocable to 
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·e, )0 .... a. :~'e ~.)~a: .,;;10;,.: :)t :he >i~D S'.!~ (.i=.~ri:><.::i()r~ 
2 s~bject to sppar3te fede(al ~ax s~all b~ inc~~:d~(j ... 
3 net inco~e f()r purp0ses of determ.ning eiig~o~!l~Y 
4 ur:der the seven thousand flve hu~dred dollar ,~:, ~es~ 
:; or fl'Je thodSdnd JoTI,:;-r--:" i~ss .,:{clusicn, d:'. 
') ?!?,)licable. 
7 Sec. !2. 
8 Code 1987, 

Sec:ion 422.6, unnu~bered 9arag'a?~ 2, 
~s a~end@d to read as follows: 

9 
:0 

The beneficia~1 ~f a trust who reC~Lves an 
accumulatior. dist,louti?n sha~l be al"owed credit 

11 wlt~out in:erest ~or ~he :owa income taxes pald by the 
12 trust at~rioutab:e :0 ~~eh :he accu~u~a~lon 
L3 distribution ~n a ~anner cor:esponding :() the 
:4 pr()visions tor credit u~der :he fede,al :ncc~e :~x 
15 relating to accumu:atio!~ dist~iblltions as con:ai~ed ~n 
!5 t~e Internal Revenue Cede ~!-~9S.. The :r~s: ~~~~i is 
17 ::ot be entitled to ~ refu~d of taxes pa~d O~ tne 
18 d~st.~butions. The ~rust shall mainta~n detdi~ed 
19 :ecords to verify the cc~putation of the tax. 
20 Sec. :3. Sectlon 422.7, unnumbered pardgraph ~ and 
21 subsections 2, 6, 7, 8, 9, :~, l6A, :9, 21, 23, 2·;' 
22 and 27, Code Supp:ement !~R7, dre amended to read as 
23 follows: 
2 .; 

_2~ 
. -, 

'. , 

Tl;e term "net ~ncGrr,e" means the adjJstpd gross 
income as proper ly computed for federal inco;1'e t<lX 
purposes under the Internal Revenue Code of-l954, with 
the following adjustments: 

28 
29 
30 

2. Add interest and dividends from foreign 
securities and from securities of state ar.d other 
political subdivisions exempt from federal inco~e tax 

31 under the Internal Revenue Code o£-i9S4. 
6. I~dlvidual taxpayers and married taxpayers who 

33 file a joint federal inco~e tax return and whJ elect 
34 to file a joint r~~urn, separate returns~ or separate 

filing on a combined return for Iowa Income tax 
purposes, ~ay avail themselves of the disability 
income exclusion <l~d shall compt.te the a!1oun~ of the 
disability income exclusion subject to the _.:mitatio~5 

32 

35 
36 
37 
38 
J9 for joint fede~al income tax return Ellers ~~~v!ded by 
40 section 105(d) of the Internal Revenu~ C0de ~~-t95i. 
4! The dlsability incom~ exclusion provided in section 
42 105(d) of the Internal Revenue Code et-~954, as 
~3 amended up to and incl~ding December 31, ~982, 
~4 continues to apply for state income tax purposes for 
45 tax years beginning on or after :an~ary :, !98~. 
~5 7. Add to the taxaole income of trusts, tnat 
47 portion of trust income excluded fr()m ~~de~al taxd01e 
48 lncome under section 64l(c) of the Tnte~nal Revenue 
49 Code of-1954. 

8. Ma:ried taxpayers who fil~ a ~oint Ee~eral 
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;. lnccme :ay. r~turr. and who elc>ct to ['.le sc>pac<!',e 
2returns or separate f~' Ir.g on a comblr.ed ret~.~ for 
llowa cncome tax p~~"oses. may a'/a:: ~hee1se:\-'.!~ o~ the 
4 expensing of b.;sireS3 assets and (:~9i·.al 1:)S5 
5prov:sions of sec~ion5 1'79\0) ar.d ~211(b) r"5[J,,ccvel1 
~ of the Inte'na1 Revenue Code oE-t9§4 a~d ~~all ~0~pute 
} ~he -3:T\Ol;nt of expen"J.:'Ig of business a5s~ts an,i ':ar'ltal 
8 loss subject ~o the ~ :m: ~atiO,15 for joir,t fede~ac 
9 income tax return fi Ie's provlded by secccns :79(0) 

):0 ar.d 12"1(b) res;Jecti'Jc,lj of ~he lnterna~ Rev~"ue Code 
11 f>i'-t9S4. 
!l 9, Subtract the amoc;rt cf the ;0':>,; tax c:sd~t 
13 21lowable tor the t.;)( yp.ar unGer sec~::;'" 5! c:' :,~e 
1: "!1te~nal Re'Jenue Coce eE-;'S" to the F.,,:en~ :h-3l o;~e 
15 Lredlt increased fede~ol adjusted gross i~come, 
16 a. Subtract the a"'·JI;r.~ of the a1CO[101 t'lel c'edit 
17 al!o..,able for the t.ax Yl:af under sect ior, ~O of the 
18 !ncernal Revenue Code of-~95~ to t~e exten: chat. the 
l~ rredit increased Ep.dera! d~Just~d gross incomp. 
]D 16A. Netwit~~ta"6~"g-b~7-ot~er-pro~t~!o':.-~~~ ~~d 
21 the amounts deductec and :;ubt~act the amm,,'cs :11<:: _ded 
22 as income as a result ot :~e treatme~t p~ovid€J ~~te

leaseback ayreeme~:s unrle: section 168(0)!81 ~~ the 
Internal Revenue eOGe of-t951 for prc?er~y niaced !r 
se~vice by tr'e tra-.sferee pr iot to ':anuary ~, '''S6. to 
the extent tnat the amocnts deducted and the amou~:s 
inCluded in lnccme ~re not ot~erwise dedcctible or 
inCluded in Income unde~ the Internal Reve~~' Code e~ 
B54 as amended to and includlng Dcce':·,be~ 31, 1985, 
Entitlement to depreciation on any pro?erty inc:uje~ 

23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
;3 
34 
3S 
36 
37 
38 
3<', 
:0 
~. 

l~ a sale-leaseback agrp.emenr which is placed in 
se~vice by the transferee prior to Jalluary 1. 198F. 
shal! be determined unde: the lnt~rnal Reve~.;e Cod~ of 
1954 as Zl:oended to and i:ocludi')g )ecember E. 1985. 
eXCluding s~ction 168(f)(S) in making the 
deterrnina~ion, 

19. Ma~rLed taxpayers, who :ile a ioi~t f.ederal 
lncome ~ax return and who elect to fl~e sepa~ate 
~et~~:'15 or who elect separate filing on a cc~~ined 
ret~~t~ for state income tax purposes, s~a!l in~lude < •. 

~et ,nCQme any social security be~e:_ts o=-tte~-~ 
4~ r~itro~d-retireme"t-~e"efit~ received :0 :,c same 
43 ~xtent as those benefits are ta~able un th~ ~d~9a!ert 
~4 joi~t federal :eturn for that year under 5ec:;G~ 86 of 
Q5 the :nternal Revenue Coce of-~954. The benefj:s 
(5 ~ncluded in net income must be allocated ~etwee~ the 
47 spo'Jses in the ratio of the social security oenetits 
48 or-t~er-~-ra%!road-retirem."t-be~e5~t~ rece;ved by 
49 ",ach spouse to the total of these benefits rec:ei"ed L;1 
50 both spouses, 
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161 n. Acd the fou: ~"':'ce::t ,'. ',e 0,,5;,' sa~~~j ':.: ::1 

\.2 :udge, ·,,:tlo ~~ ..:; iner.l~e:" .): ~:--,,;_. j;;~ic~a: ~\!ti.:·~:!le;:!". 
3 system t?stao':'ished :r; cha~·ter 602, atr ic.lE' ~}, wt::':#·:: ~s 
4 exempt: fre.n fecer,::l ~ !~'Lco::"~ '":-:~X ~inder ,:::e ~nte!""~.3.~ 
5 RDvenue Code of-t~~4. 
6 23. Add the amo~~t of inta~gible jrl!ling and 
7 deve109ment cos~s op~ion~lly dcd~ctPd i~ the l~ar ~2:d 
8:;:>r ir",cu:red as desc::..::>ed l~. s1;:·ctic:: S:(a~~7.) of :h·:\ 
9 :nte~~al Reve~~e Cod~ of-i~§4. This amc~nt may be 

lJ ~ecove~ed chr~uqh cost d~oleti.;n 0: dAprecldri~~, as 
appropr~ate under ru~e§ p~escriDej by ine dic?ctoc. 

24. Add the percentage depletion amount deterxined 
i3 wi:h respect to an oil. gas. or geothermal we!: ~s 
i4 described in sect~~n 57(a)(~, of the in:erna! Re~enue 
IS Code ef-t954. 
16 27. Add interest and div:dend3 fro~ regulated 
17 investment companies exempt ~~om federal Inccme ~ax 
~8 under the tn:ernal Revenue Code o~ 1985 and SUb:tcict 
19 the loss on the s~le or excnange of a shar~ of a 
20 reguiated investment corn~any held for six m0nths or 
21 :ess to the e>:tent tne l03c' 'Nas di.sa:lc .... ed u:;der 
22 section 852(b)(4)(2) of the Inter~al Revenue Code of 
23 l:986. 

Sec:. 14. Sectio!1 ~22.!. s~bsec:ion IS. Ccce 
Supplemen: 1987, is amended by striking :he sub$ect~on 
and inserting in lieu thereof the following: 

15. Notwithstanding the method foc computing the 
amount of travel expenses that may be deduc,ec under 

I~ section 162(h) of :he Internal Re·,enue Coc~, for ca:: 
30 years beginni!1g on or afte, January 1, 1967. a me~be' 
31 of the general assembly whcse place ~f resijencc 
~2 withi~ the legislative district is greater than f.fty 
33 miles ftem the capitoi building of the state ma~ 
34·deduct the total amount pet day deter~ined under 
35 s@ction Ib2(h)(1)IB\ of the Internal Revenue Co~~ and 
36 a memb~r of the genera! assembly wh8se 01ace 0t 
37 resije~ce withln the legislat;ve dis~rict is fifty o~ 
38 fewer miles from the carito1 building ot the state may 
39 deduc~ fifty do:!ars ?er day. This subsectlon does 
40 not apply to a member of the general assembly who 
41 elects to itemize fo~ state tax purposes the member's 
42 trave~ expenses. 
43 Sec. 15. Section ~22.7, subsect.ions:;, 10, 12, '3 .. 
44 ;'4, l6. 17, 20, 22. and 26. Code Supple;:Jent 1ge7. are 
45 amended by str1king the subsectio~s. 
46 Sec. :6. Sectior 422.8, subsec~ions 2 and 4, Code 
47 1987. dre amended ~o read as fo'lows: 
46 2. Nonres~dent's net inccm2 allocated to Iowa i£ 
~g t~:? n~t ir~co~e, 0: port~,on thereJf, wh~c~ ~s der!'~~~ 
SC fro~i. .Ei b~siness, t!"5.cie, profesz;'-:>n, . .:..: OCCJt:"--3t!un 
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. ~~rrle~ o~ w!thin this st3~e .:~ !~com~ !rc~ a;~y 
2 prcl>erty, tr~5t( es~ate, or 0t~er ~our~e wit~.n IOWd. 
3 if eny a business, t~~d?, profession, C( 0ccu~ation is 
4 carried-or. partly ·..,::hir. and p<l.r~ly wlthOl'C the scate, 
S only ~he portion nf the ~et l:lcome whicM .s fairly ?~d 
6 equitably attributable to that part of the bus~nes~. 
7 trade. profess1on. or occ~pat:0n cdrried on ~lthin the 
8 state is ailocated to iowa E·)r purposes ~f sect;on 
'J 422. S. subsection L paragra,·,) u,.,u ::..L and sect :or. 

10 42~.:3 and income Ero~ al'Y pr.~pcrty. (.ust. esta~~. or 
11 othe, source partly Within ar.d partly wlthout the 
12 state is allocated to 7~wa i:l ':~e same ~anne:, ~xcep~ 
13 ~.hat anr.uJ.tie~, interes~ or. bani< deposiL' allfj 
14 interest-bearing obligations. and ~:vidends dre 
15 allocated t? Iowa on'y to the ex~er.t to wh~ch they are 
16 derived from a business. trade. praf0ss:on. or 
: i occlloation carried on · .... iti1!.n tile st~~e. :~O\olf:'Jer, 
18 ir.co;e received by an individual w~o 1S a resid~nt of 
:9 another state is ~0t allocated to !owa it thp ir.come 
20 is s~bject to an inc~~~ tax i~posed by the St3te w~e:e 
21 the ir.dividual resides, a~d !f the state of :es~dp.nce 
22 allows a si~!lar exc:usicr. for .ncome ~eceived i~ that 
23 state ":J'j reSidents of Iowa. ,n .?rder to irr.r~err.e:.·. ~he 
24 excl~s~o~s, the director st:all de5ig~ate b~! r~le the 
25 states which allow C slmiidr exclusion for income 
26 ~ecelved by residents of Iowa. and mal enter into 
27 agreements \:ith other states to prc"ide that simi i.ar 
28 exc:uslons will be a'lowed. a~d to provide suitable 
29 Withholding requirements in each s~ate. 
30 4. The amount of min;mu~ tax ~aid to anot~er sta:e 
3i or forPlgn country by a ~esiden= taxp<l.yer of this 
32 sta~e ~rorn p:efer~nce ~:e~~ der ived from SCllcces 
33 outside 0:' ~owa sroal. be .)ilowec ,b a credit «gaillst 
34 the tax computed under t:,is di";3ion excep~ ~hat the 
]~ credit shall not exceed what the amount of state 
36 alternative mlnim~m t3X wo~l~ have been on the same 
l~ preference item~ ~hich w£:e t:xed by the other 3tate 

or foreIgn country. The li~ltat.on an t~1is =redi= 
shall be computed ac=ording ~o tre fc~lcwi~g for~ula: 38 

39 
4() 

41 

,\ C. 

The ~0tal of preference 1tEmS p~rned ou:side of Iowa 
and ~~xed ~y another state or [c'Plgn country shall De 
divid~d by tre t:ota} of ;H~fe:·2<"'-·~ lte .... ::: .. f che 
rc,.:;ide"~ tax;:>dyer of Iowa. In ..;,~mputillC; tnl~ 
G'..;t~ent, those items exciudab:e under SPctlOr. ~22.5, 
~'.b"e.:tlon 1, paragrap'1 UOll "~".' subpa:'oqra[)h ,~) 

. oj :,:;al: :":~-)t be used ir' C0mput:ns t.·~e prp.~.:rencc ·te::·;. 
r~:i.s qU.Jt:~nt muH.ipl :~d ~!:r.es trio' :.? star~ 
aiter~ati~c ~inimum ~d! as de~e;:::ined In ~ :t!cn 
.,22.'), sllbsec~ion 1, ~drag~..;apr: :~~ =-~ 00 _n"~ ~otal :-r: 
p:efer .. ~nce items as if. P:1t:·'~·ly .~.:~:~ed "..n I"·····" ~h.:\:..: 

, . 

. -, , 
48 

St 
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6 
7 

.8 
.9 

.10 
'l.l 
12 
13 
14 
15 

be the maximum tax credit against the Iv""a alternative 
minimum tax. However, the maximum tax credit will not 
be allo .... ed to the extent that the mi~imum tax imposed 
by the other state or foreign country is less than the 
maximum tax credit computed above. 

Sec. 17. Section 422.9, subsection 1, Code 
Supplement 1987, is amended by striking the subsection 
and inserting in lieu there0f the Eollo""ing: 

1. An optional s~an3ard deduction, after deduction 
of federal income tax, equal to one thol,~and two 
hundred thirty dcllars Eor a married person wh0 files 
separately or a single pe:son or equal to thr~e 
thousand thirty do1lar~ Eor a husband alld wife who 
file a joint return, a surviving spcuse, or an 
unmarried head of hQusehold. The optiona: standard 
deduction shall not ~xceed the amount remaining a:~er 
deduction of the federal income tax. 

Sec. 18. Section 422.9, subsection 2, unnumbered 
paragraph 1, Code Supplement 1987, is ame~ded to read 
as follows: 

25 

The total of contributi0ns, interest, taxes. 
medical expense, nonbusiness losses, ar.d miscellane~us 
expenseS7 and moving expe~ses; deductibl~ for fed~ral 

24 income tax purposes under the Internal Revenue Code of 
+9~4, with the following adjustments: 

Sec. 19. Section 422.9, subsection 2. paragraph .-
Code Supplement 1967, is amended by ~~rik!ng t!:e 
paragraph. 

t6 
17 
18 
19 
20 
21 
22 
23 

•• Sec. 20. Section 422.9, subsection 3, unnumbered 
3~ paragraph 1 and paragraph c, Code Supplement 1987, are 
~: amended to read as follows: 
32 If~ aEter applying all of the adjustments prcvided 
]3 for in sectlon 422.7, the alloca~ion ~rovis~ons c~ 
34 section _22.8. and the deductions allowabl~ in ~his 

zection subject to th€ modifications rr0vi~ec i~ 
section 172(d) of the Internal Revenue Code of-:954, 
the taxable income results in a net operating lo~s, 
the net o~erating loss shalt be deducted as fol)~ws: 

c. :f ~h" election under seCclon 172(b)(3)(C: of 

35 
36 
37 
38 
J" 
:0 ::h·~ Ir,terna: Re·Je:1ue Code of-'''~4 is ::la,'e. th;~ !0W~ 
41 :1et operating loss shall be carried fO[War3 fifteen 

taxabl~ yei.\r~. 
Sec. 21. Sectlon 422.9, subsec::io:1 6, C>:e 

Supplement 1987. lOcluding four paragrap"s, is ar'lended 
_J by striking the subsection. 

Sec. 22. Section ~22.c0, unnumber;?d ?aragrapi,~, 
~7 Code Supplement 1987, i~ amended to read a5 follows: 
46 

48 The taxes imposed under this division shall be 
~9 reducr!d by a state tax credit fo. increasiag ~e,,(>Jrch 
~o activlties in this state. For individuals, th~ credit 

, , 

. " ~ ~ " 

; 

I 

'I. e.:; 

• \ 

t 

• 

. , 

, . 
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• ~h~!~-~~~61 equals six ant one-half pe:ce~t of the 
2 state's apportioned share ~f the quali~ying 
3 expendltures ~or increasing research activities. ~ne 
4 state's apportioned snare of the qualifyi~g 
5 expenditu:es for increasing research act:v~ties :s a 
6 percent equal to the ra~io of qualified researcn 
7 expenditures in this state ~0 total q~a1i~Led research 
8 expe~ditures. ?or 9~:pos@s of this 5ect~cn, an 
9 individual may clalm a research credit for qua:ifying 

10 research expenditures inc~rred by a partnership, 
subChapter S corpcratio~, a~d estate or trust electing 
to have the income taxed directly to the individual. 
The amount claimed by the individ~al shall be based 
upon the pro rata share o~ the individual's earnings 
of a partnership, subChapter S corporation, or estate 
or trust. For purposes of ~his section, "qua:lfying 
expenditures fa: increasing research actlvities" means 

11 
12 
13 
14 
15 
16 
17 
18 the qualifying expenditures as defined for :he federal 
19 credit tor increasing research activities wr.:ch wo~ld 

be allowable under section 38 41 ot the I~ternal 
Revenue Code ~f-i9~.7-t~-effeet-O"-a6"tl8~y-±,-~ge~,-e~ 
wh~eh-wotl~d-be-8iioW6b~e-tl"der-~eet~o"-4t-of-ehe 
r"te~n6±-~e~e"tl~-e~d~-ef-~ge6. 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 

Sec. 23. Section 422.12, subsection ~, i?a~agraph 
c, Code Supplemen~ 1987, is amended to read as 
follows: 

c. For each dependent, an additional ten dollars. 
As used in this section, the term "dependent" ~h8±± 
h8~e has the same meaning as provided by the Internal 

30 Revenue Code of-±954. 
Sec. 24. Section 422.22, subsection 2, unnumbe~ed 

paragraph 1, Code Supplement 1987, is amended to read 
as follows: 

A child and dependent care credit equal to forty
five percent of the federal child and dependent care 
credit provided in section 21 of the Internal Revenue 
Code oe-r954. 

Sec. 25. Section 422.13, subsection 1, paragraph 
a, Code Supplement 1987, is amended to read as 
follows: 

a. The individual is required to file a federal 
income tax 
1954. 

return under the Internal ~evenue Code of 

Sec. 26. Section 422.16, subsection 1, unnumbered 
paragraph 1, Code Supplement 1987, is amended to ,ead 
as follows: 

31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

Every withholding agent and every emp~oyer as 
defined in this chapter and further defined ~n the 
Internal Revenue Code or-+954, with respect to inccme 

50 tax collected at source, maklng payment of wages to a 
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~nonresident employee working in Iowa, or to a resident 
""employee, shall deduct and withhold from the wages an 

3 amount wh1Ch will approximate the employee's annual 
4 tax liability on a calendar year basis, calculated on 
S the basis of table~ to be prep~red by the department 
6 and schedules or percentage rates, based on the wages, 
7 to be prescribed by the department. Every employee or 
8 other person shall declare to the employer or 
9 withholding agent the number of the employee's or 

10 other pe~son's perscnal exemptions and dependency 
11 exemptions or credits to be used in applying the 
12 tables and schedules or percentage rates. However, no 
13 greater number of personal or dependency exemptions or 
14 credits may be declared by the employee or other 
~5 person than the number to which the employee or other 
16 person is entitled except as allowed under section 
17 J402(m)(1) of the Internal Revenue Code oE-~9S4. The 
i8 claiming of exemptions or credits in excess of 
19 entitlement is a serious misdemeanor~ 
20 Sec. 27. Section 422.16, subsection 11, paragraphs 
21 a and d, Code Supplement 1987, are am~nded to read as 
22 follo~s: . 
23 a. Every person or married couple filing a return 
24 shall make estimated tax payments if the person's or 
25 couple's Iowa income tax attributable to income other 

• 

than wages subject to withholding can reasonably be 
.' expected to amount to fifty dollars or more for the 

G taxable year, except that, in the cases of farmers and 
29 f~~he~~ fishermen, the exceptions provided in the 
30 Internal Revenue Code o!-~954 with respect to making 
31 estimated payments apply. The estimated tax shall be 
32 paid in quarterly installments. The first installment 
33 shall be paid on or before the last day of the fourth 
34 month of the taxpayer's tax year for which the 
35 estimated payments apply. The other installments 
36 shall be paid on or before June 30, September 30, and 
37 January 31. However, at the election of the person or 
38 married couple, any installment of the estimated tax 
39 may be paid prior to the date prescribed for its 
40 payment. If a person or married couple £il1ng a 
41 return has reason to believe that the person's or 
42 couple'S Iowa income tax may increase or decrease, 
~J either for purposes of meeting the requirement to make 
44 estimated tax payments or for the purpose of 
45 increasing or decreasing estimated tax payments, the 
46 person or married couple shall increase or decrease 
47 any subsequent estimated tax payments accordingly. 
48 d. Any amount of estimated tax paid is a credit 
49 against the amount of tax found payable on a final, 
so completed return, as provided in subsection 9, 

,~ 

'" 

, 
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1 reiatlng to the ~red;t ~~r ~:,e :ax wi:~~e:d ag~i~st 
2 t~e t~x ~Cll~d payable (.~ 3 ret~:;1 properly 3rld 
3 correct:y ptepared cnder sections '22.5 througn 
4 422.25, a~d a~y ~vArpay~en~ cE o~e do:lar or ~cte 
5 shall be refun~ed to :ne ~ax~ayel and the letur~ 
6 constir.'Jtes a claim tor re:'Cll1d (.)r t~IS flurpo';"" 
7 Amounts less tt':an o;~e '::0110= Shd:: no~ ::,e re:\!~.c",d. 
8 The me~hod provided by :~e ;~te'~al Reve~ce Code of 
9 <9~4 for deterrr.ining whu~ is applicab~e to the 

iO addit:on to tdX for undprpay~en: of :ne ~ax payab~e 
11 applies to persc~s required ~c ~aKe pay~ents of 
12 estimated tax under :his section except the amcun: :0 
13 be added to the tax for underpayment of estl~ated tax 
:4 is an amount deter~i~ed at ~ne rate in effect under 
15 section 421.7. ThlS addition to tax specified ~or 
16 underpayment of :he tax payable is not sub~ect to 
:7 waiver provisions relating to reasonable cause, except 
18 as prOVided i~ the rnter~a: Reve~ue Code ef-'954. 
:9 ~nde[payment of es:i~ated ta~ sha:: be deter~l~ed :~ 
20 t~e sa~e ma~ner as provlced under the Internal ~eve~ue 
21 Code ef-±9S4 and the exceptions In the Interna! 
22 Reve~ue Code e!-r95~ also apply. 
23 Sec. 28. Sectio~ ~22.20, sUDsection 2, Code 
24 Suppie~ent 1987, is amended to read as fo:lows: 
25 2. It ~~e±~-be is unlawful Eor en, a~ officer, 
26 employee, or agent,-or former of.~icer, employee, or 
27 agent of the state ~o disclose to any person, except 
28 as authorized in subsection 2 of this section, a~y 
29 fede~al tax return or return information as defined in 
30 sectIon 6103(b) of the :nter~al Reve~ue Code ot-t95i. 
31 :t ~he±±-~~~~he~-be is unlawful for eny a person to 
32 whom any federal taxreturn or return information, as 
33 defined in section 6l03(b) of the Internal Revenue 
34 Code o~-±9S., is disclosed in a ma~ne[ unauthorized by 
35 subsection 1 of this section to thereafter print or 
36 publish in any manner ~oc provided by law any sucr. 
37 return or return informa~ion. Any A person ee~~t~etn~ 
38 en-e~fen~~-ege~n~~-~he-fore90~n9 violating this 
39 provision ~he±±-be is guilty of a serious ~isdemeanor. 
40 Sec. 29. Sectioo-422.21, unnumbered paragraphs 4, 
41 5, and 6, Code Supplement 1987, are amended to read as 
42 fOllows: 
43 The director shall determine for the i919 1989 and 
44 each subsequent calendar yeer~ year the annual and 
45 cumulative inflation factors for ~ho~e each calenda~ 
46 ye8~~ year to be applied to tax years beginning on or 
47 after January 1 of that calendar year. The director 
48 shall compute the new dollar amounts as specified 
49 ~heretn to be adjusted in section 422.5 by the latest 
50 cumulatlve inflation factor and round off the result 
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to the nearest 0~e doilar. T~~ ann;~a: a~d c~~~~at~'le 
inflation ~actDrs deter:Tli;~ed by the dire(::tc..Ir ;)l'e ;~ot 

rules as deflned i~ sectl()n i7A.2, s~bse:;tlo~ 7. 
4 ~~e deDartme~t shall provide on inco~e tax ferms ~r 
') in t~e lnsnucr.ion booklets :n a manner :hat .,ill be 
Ij noticeable to the taxpayers a stdtemen~ ~e-t~~-e~t~~t 

7 that~ even thcugn :he taxpayer may not ~ave a~y 
8 ~ederal or state income :ax :.iability, t~e :axpayer 
~ may be eligible ~or :he ~ederal eac~ed i~corne tax 

10 credit. ~he sta~ement ~~al: also co~tai~ no~ice of 
:1 where t~e taxpayer may check on the taxpayer's 
12 elig:bility for this credit. 
13 ~Me-eepor~mene-~he±±-prepare-and-ma~e-e~e!~e6±e-e 
14 spee~u~-~et~rn-!er-f~±~n9-a-te~-ref~nd-ete±m-~~e~~t~n9 
l5 Erem-the-net-eap!e~±-ge~n-eed~etton-e~tnor!%ee-~n 
:6 eeet~on-irr.9,-e~beeet~on-6.--~he-~pee~et-re~~~ne 
17 ~n~±±-be-dest9nee-so-tnot-the-de?artment-w!tt-be-dete 
18 ~o-eemptte-data-thet-~dentif!ee-the-eo~r~e-and-ty?e-o~ 
19 the-eep.ea~-9u~ne-and-!o~ee~-and-the-gee9reph~ce! 
20 ~oeat~on-ef-the-t~e"~sce~en~-tn~oivt"9-t~e-c6pt~~± 
21 ~a~M~-~nd-tos~e~.--9y-~6~~ary-!5,-±9897-~~e-de?~r~~ent 
22 ~na!~-~a~e-6vattsbie-to-~he-~enersi-6see~b~y-~ne-ddts 
23 eo~?tted-~rem-the-s?ecra!-retarns-fiied-dar!n~-t~e 
2~ ?revie~s-e6±e~dar-7e6r. 
25 

;e. 2~ 
. 8 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Sec. 30. Section 422.25, subsection 1, ~nnumbered 
parag~aph 1, Code 1987, is ame~ded to read as follows: 

Within three years after the return is filed or 
Within three years after the return became due, 
including any extensions of time for filing, whichever 
time is the later, the department shall exa~i~e it and 
determine the correct amount of tax, and the amount 
determined by the department is the tax. However, if 
the taxpayer omits from income an amount which will, 
under the Internal Revenue Code of-~954, extend tne 
statute of limitations for assessment of federal tay. 
to six years under the federal law, the pe~iod for 
examination and determination is six years. In 
addition to the applicable period of limitation for 
examination and dete~mination, the department may make 
an examination and determination at any time within 

4l six months from the date of receipt by the department 
~2 of written notice :rom the taxpayer of the final 

disposition of any matter between the taxpayer and the 
internal revenue service with respect to the 

43 
H 
45 particular tax year. In order to begin the runni~g of 
46 the s~~-~onehs£ six-month period, the notice shall be 
47 in writing in any form sufficient to inform the 
~8 department of the final di~position with respect to 

that year, and a copy of the federal doc~ment shOwing 
the final disposition or final federal adjustments 

49 
50 
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16 
17 
18 
19 
20 
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22 
23 
24 
25 
26 
27 
28 
29 
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shall be attached to the notice. 
Sec. 31. Section 422.32, subsection 1. Code 

Supplement 1987, is amended to ~ead as tol10ws: 
1. The word "co~poration" includes joint stoCK 

comp?nies, and assoclations organized for pec~niary 
profit, e~eept_~t~~ted-pe~t~er~hip~-o~~e~~~ed-~~de~ 
ehepter-545 and oubilCly ~raded oartnershios taxed as 
corporations under the Internal Revenue Code. 

Sec. 32. Section 422.32, subsectior. 11, Code 
Supplement 1987, is amended to reae as follOws: 

11. "I~ternal Revenue Code" means the Internal 
Revenue Code of 1954, prior to the date of its 
redesignation as the Internal Revenue Code of 1986 by 
the Tax Reform Act of 1986, or means the Internal 
Revenue Code of 1986 as amended to and includ1ng 
January 1, i98T 1988, whichever is applicable. 

Sec. 33. Section 422.32, subsection 11. Code 
Supplement i987, 1S amended by striking the 
subsection. 

Sec. 34. Section 422.33, Code Supplement i987, lS 
amended by adding the following new subsection: 

NEW SlJBSECTION. lA. ':'here is imposed upon eac~ 
corporation exempt from the general business t&X 0n 
corporations by section 422.34, subsections 2 through 
6, a tax at the rates in subsectlon 1 upon the state's 
apportioned share computed in accordance with 
subsections 2 and 3 of the unrelated business income 
computed in accordance wlth the Internal Revenue Code 
and with the adjustments set forth in section 422.35. 

Sec. 35. Section 422.72, subsection 2, Code 
Supplement 1987, is amended to read as follOWS: 

2. Federal tax returns, copies of returns, and 
return informatlon as defined in section 6103(b) of 
the Internal ~evenue Code of-i9S4, which are req~ired 
to be filed with the department Eor the enforce~ent of 
the income ~ay. laws of this state, shall be dee~~d-e~d 
held as confidential by the department and subject to 
the disclosure limitations in subsection 1 of-~~~~ 
~ect!"o~. 

Sec. 36. Section ~SO.l, unnumbered paragraph 2, 
Code 1987, is amended to read as follows: 

For purposes of this chapter, unless the contex: 
otherW1se requires, "personal representative" means an 
executor, administrator, or trustee as each is defined 
in section 633.3 and "Internal Revenue Code" means the 
same as defined in section 422.3. 

Sec. 37. Sect10n 450.3, subsections 2 and 7, Code 
1987, are amended to read as follOWS: 

2. By deed, grant, sale, glft or transfer made 
within three years of the death of the grantor or 



~-::;!/'.TE 20 
fE3RUARY 1~, 1988 

:o-S070 PiJge 18 

donor, which l~ ~ot d bene fide sai~ f8~ dn d,jeq~ate 
and full consld~~3tlc~ i~ ~~.)ey :)f mo~ey'3 wort~ a~d 
tN:1:"cr. is 1n excess r:.E l,r:e d:H!~:.ll glE:: ~ax ':?XCL.lSl·')n 
allcwable ~o~ edci. ,:ionee lir.der sectlon 2;03. 
subsectic:~s b a~d e of the !n~ernal Reven~e C~de of 
t95';-Il~-def±ned-i:"'-~ee~±"n-i2i~3. if b~·LtI spOl.!ses 

OJ consent, a gift macie by 0ne SrO~5e to a per~c~ ~ho is 
8 no: the other SpOllS~ :s cons~d~r~d, for ~he p~rpcses 
~ I)f this subsection, as mad~ ")ne ~~l~ by @ach SpC~5~ 

!O under the sa~e te~ms and csnd:":iors pto';~ded for i~ 
11 section 2S13 of the l~terna! ~evenue Cede e~-t9S4-1l1l 
12 def±ned-±,.,-~eetten-42?~3. 
13 7. Which qualifies ~s a qualif~d terminable 
14 !~terest p~ape~ty as j~fined !n section 20S6(b)(7)(3) 
15 of :he :~ter~al Revenue Code ~f-t954-a~-def~~ed-~n 
l6 ~ee~~~n-4i?7~. sha:~. If an eiection is ~ade. be 
:7 treated a~d conside~ed as passing ~n fee. at its 
18 equivale~t. t~ the surviving spouse in ~he estate 2f 
i9 t~e dC~0r-grantor. Property on which the el~ct::~ is 
20 made shall be i~cluded in the gross estat~ of the 
21 surviving spouse a~d sha~l De deemed to have passed i~ 
22 fee from the su:vivi~g spo~se to the pe:so~s 
23 succeeding to the remainder Interest. u~less the 
24 property ~as sold. distributed. or othe:~ise disposed 
25 of prior to the death of the surviving spouse. A 
25 sale. disposition. or dlsposal of the property prior 

,"-;7
8 

to the death of the surviving spouse shall ,·oid t~e 
~ election. and shall s~bject the prope:tj disposed of. 

29 less amounts received or retained by the surviving 
30 spouse. to tax in the donor-grantor's estate in the 
31 same mi1nner as ! f the r.a;·' had been defer red ,;nder 
32 sections 4S0.44 through 450.49. 
33 Sec. 38. Section 450.37. subsection 1. paragraph 
34 b. Code 1987. is amended to read as ~ollows: 
3S u. The alte:'nate value of the property. if the 
36 persor.al representative so elects, that has Dee~ 
37 established for federal estate tax purposes under 
38 section 2032 of the Internal Revenue Code ~f-±954-8~ 
39 deti~ed-±n-~eetto~-4?2~3. The election shall be 
40 exercised on the return by the personal representative 
41 or other person signing the return. within the time 
42 prescribed by law for Eiling the return or before the 
43 expiration of any extension of time granted for filing 
44 the return. 
45 Sec. 39. Section 4S0A.l. subsection 5. Code 
46 Supplement 1987. is amended ~o read as fellows: 
47 5. "Internal Revenue Code" means the same as the 
48 term is defined in section ~??~3 4~2.32. 
49 Sec. 40. Section 4508.1. Code 1987. is amended to 
SC read as follows: 
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1 450B.l DEFINITIONS. 
2 As used in this chapter. u:"'cess the cor:text 
3 otherwise requires: 
~ 1. "Internai Revenue Code ~!'-l:95';" m~ans the same 
S as defined in section 422.3. 
6 2. "Taxpayer" means a quallfied heir liable for 
7 the inheritance tax imposed under chapter ~50 on 
8 qualified real property. 
9 3. "Qualified real pro~eny". "qualified use", 

10 "cessation of qualified use". and "qui\li~ier; hei~" 
11 mean the same as defined in section 2032A of the 
12 internal Revenue Code o~-i954. 
13 4. For purposes of sub!';ec~ ion 1. the In~ernal 
~4 Revenue Code et-t954 shall be interpreted to include 
15 the provisions of Pub. L. No. 98-4. 
16 Sec. 41. Section 450B.2. Code 1987. 15 amended to 
17 read as follows: 
18 4~OB.2 ALTERNM~C ELECTION OF VALUE cOR QuAL;:IE~ 
19 USE. 
20 Notwithstanding section 4:;0.37. the valuE of 
21 qualified real property fer the purpose of tne ta~ 
22 imposed under chapter 450 may. at the election o~ the 
23 taxpayer. be its ~alue Eor the use under which it 
24 qualifies as prescribed by sectien 2032A uf the 
25 Internal Revenue Code ot-t954. A taxpayer may ~ake an 
25 election u~der this sectien onlv if a:l of the 
27 following conditions are met: . 
28 1. An election for federal estate ta:< purpcses was 
29 made with regard to the qualified real property ~nder 
30 section 2032A of the Internal R~venue Code of-~9~~. 
31 2. All persons who signed the agree~ent referred 
32 to in section 2032A(d)(2) of the Internal Revenue Code 
}3 of-+954 make ~he election ur.der this section and sign 
3~ an agreement with t~e department of revenue dnd 
35 flnance consenting to the application of section 
36 450B.3 with respect to the qualifled real property. 
37 3. The total decrease in the value of the 
38 qllalified real property as a result of the electlon 
39 under this section does not exceed the dollar 
40 limitatlon specified in section 203~A(a)(2) of the 
41 Internal Revenue Code ot-t954. 
42 The election under this section shall be made by 
~3 the taxpayer in the manner as the director of revenue 
"~ and finance may prescribe by ru:e. The value for the 
45 qual1fied use under this section shal! be the value as 
~6 determined and accepted for federal estate tax 
47 purposes. 
4~ The definitions and special rules specified in 
~9 section 2032A(e) of the Internal Revenue Code ot-+95~ 
50 shall apply with respect to qualified real property 

• 
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Pa~ 20 
for which an election was made under "'d.c. section 
except that rules shall be prescribed by the director 
of revenue and finance in li.~u of the regulations 
prOllulgated by the secreta ry of t :'paS;J ry. 

The director shall pr!'>scrihe regulations setting 
Eorth the application oE ·.his chapter in t.he case oE 
an interest in a partnership, corporation, or trust 
which. with respect to tr.2 decedent, is an inte~est in 
a closely held busi"ess within the meo"ning oE section 
6166{b)(1) of the Internai Revenue Code o£-t~54. Such 
re9ulations shall conform as nebrly as possible wi~h 
the re9ulations prumulsated by the United States 
secretary of treasury in respect to such interests. 

Sec. 42. Section ~50B.3, C:Jde 1987, is amended to 

read as follows: 
450B.3 ADDITIONAL I~AERITANCS TAX APPLICABLE. 
There is imposed upon the qualified heIr an 

additional inheritance tax 'if, within ten years after 
the decedent's death and be:ore the death of the 
qualified heir, th,.. quali::ied heir disposes oE. OthEl 
than to a member oE the family, any lnterest in 
qualified real property for which an election un~~[ 
section 450B.2 was made or ceases to use for ~he 
quali~ied use the qualified real Froperty Eor whi~h an 
election under section 450~.2 was made as prescribed 
in section 2032A(e) of the Internal R~venu~ Code ef 

27 t954. The additiona. inheritance tax shall be ~he 
28 amount computed urtde!: seer.inr' 4508.5 and ~:ihdJ.l be d'".'? 
29 six months after the d~te of the dispos't.o~ or 

26 

30 cessation of qualified US? referred to ~" this 
]1 sec~icn. The amoun~ of t~~ ddditi·JnJ: inherit.ance tax 
32 shall Jccrue interest ·t "he rate uE "en per~ent per 
33 year fto". nine months after the dec",dent' 5 'j' ,,_h to 
34 the due ddte of the tax. Tn~ cax shall be pa~J to tMe 
35 depa~tment of revenue and finance 2~G ~hal1 be 
36 deposited into the general fund of the statC'. "',xes 
]7 not paid within the time Jr~scribed in this ~eccion 
33 shall draw interest at the ,ale of ten percpnt P~[ 
39 annum l,,\til paid. There 3haU, not be ali addit.ional 
'0 inheritance tax iE the disposition o~ cessation occur~ 
41 ten years or more iifter the decedent's d~"th. 
42 Sec. 43. Section 451.1, subsection e, :o~e 1987. 
43 is amended to read ~b follows: 
44 8. "Internal Revenue Code o£-i954" ~eans the sam~ 
45 as defined in section 422.]; 
46 Sec. 44. Section 451.2, unnumbered paragraph 1, 
47 Code 1987, is amended to redd as follows: 
48 An amount equal to the federal estate tax credit 
49 for sldte death taxes as allowed in the Internal 
50 Revenue Code o£-t954 is nereby imposed upon 2very 



SENATE 23 
FEBRUARY 16, 1988 

5-5070 Page 21 

1 
2 
3 
4 
5 
6 
7 
8 
9 

transfer of the net estate of every decedent, being a 
resident of, or owning property in this state,-a~ 
ne~@±n-p~e~±ded. 

Sec. 45. Section 451.3, Code 1987, is amended to 
read as follows: 

451.3 GROSS AND NET ESTATE. 
The gross estate shall be the same as finally 

determined for federal estate tax and the net estate 
shall be the gross estate less deductions as permitted 
by federal law, in arriving at the net taxable federal 
estate, all determined as provided in the Internal 
Revenue Code ef-T954. 

Sec. 46. 1987 Iowa Acts, Second Extraordinary 
Session, chapter 1, section 13, is amended to read as 
follOWS: 

10 
11 
12 
13 
14 
15 
16 SEC. 13. Section 422.4, subsection 17, section 
17 422.5, subsection 7, section 422.7, subsections 10, 
18 12, 14, T5, 22, and 26, section 422.9, subsection 2, 
19 paragraph Be"~, and section 422.21. unnumbered 
20 paragraph 4, do not apply. 
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 
48 

Sec. 47. 1987 Iowa Acts, Second Extraordinary 
Session, chapter 1, section 16, is amended to read as 
follows: 

SEC. 16. Sections 1 through 10, 13, and 14 of this 
Act are retroactive to January 1, 1987 for tax years 
beginning ±n-ene-T98~-eaTenda~-yea~-enTY on or after 
that date. 

Sec. 48. 1987 Iowa Acts, Second Extraordinary 
Session, chapter 1, sections 13 and 14, are repealed. 

Sec. 49. For purposes of tax years beginning in 
the 1988 calendar year, references in section 422.9, 
subsection 6, unnumbered paragraph 4 and section 
422.21, unnumbered paragraph 6, to the year 1987, 
1988, or 1989, shall mean the year 1988, 1989, or 
1990, respectively. 

Sec. 50. The Code editor shall renumber sections 
422.5, subsection lA, as section 422.5, subsection 1. 
References in the Iowa Code to section 422.5, 
subsection 1, shall mean section 422.5, subsection lA, 
as renumbered. The Code editor may renumber other 
subsections as a result of this Act. 

Sec. 51. Sections 3, 8~ 10, 14, 31, 32, 46, and 47 ~ 
of this Act are retroactive to Januarv 1, 1987, for 
tax years beginning on or after that date. 

Sec. 52. Sections 1, 2, 4, 5, 6, 7, 9, 11, 12, 13, 
15 through 20, 22 through 28, 30, 33, 34, 35. 48, and 
50 of this Act are retroactive to January I, 1988, for 
tax years beginning on or after that date. 

Sec. 53. Sections 21 and 29 of this Act are 
effective January I, 1989, for tax years beginning on 

~, '-



~r after t!~at ~ja;.~. 
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.\ th~-=; Ac:. ar~ pf':ectivc .;.2n1 .. 2..··/ :.., ~()RB, t'~r est.=t:.E'S .): 

4 persons dying on or d[ter :~d~ ddte. 
5 Sec. 55. Sl"ct :-:;-n 39 of ~~lS r,ct .t<-; retroact ~V': to 
5 Oc~ober 22, 1986, for ~e~~~~~ion s~;ppi~~~ trans~ers 
7 w~~ch are eligible for ~h~ cred!~ Eor sta:~ .axes 
n :.lr.der sec~i.on 2604 0: tc'e >':er:"al ~~el':~~·.'.J\? C,')de c"!;'c. 

9 are ~ade after October 22, _~85, subject to ttl 
~o apec;aJ. l~~es oe sec~ion 14JJ;b! of Puc. L. Xo. ~~-
__ Sl~. 

12 Sec. ')6. Secctions), 8, 3;>, 39, and 46 (.: t:-is P.'::t 
~3 are repeaJ.ed ,;,'1nuary ~, 1988, :Oar ta;.: it.'d(S t,eg::)r.i~g 
; . .., on or a:ter tr.at date ~r for estates ...:r P€[s::)r.s C'lYJ..::g 
~~ on or aft~r t~at date. 
,< Sec. 'i/. This Act. be:.ng ce0med 0: im.o;lecii2.t-? 
.... 7 impor tanee, takes et feet ,lpon end.ct.me:~t." 
"8 2. 7itie page, :i~e 5, by i::sertir.g af:.::r t~'" 
:9 ~Ctd "appiicability," the fc:;awi~g: ·'tax~r.g 
20 ~nrelated b~5lness ir.come c· ce:tcii~ ~onpr~f~t 
" orqanizatio~s, repeal~ng ca~~~di galns refund 
22 provisio~sl sc:ikins ~bsole~2 ?ro~~s:~~Sr", 
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~ ?aSe ::, 6y 5:~~k~ng ~~~cs ~3 th:O~;~ ~S, 
S i.. ?aSe 2:. ~ i.""':€ ~9 t ~y 5:: r ~r(.l:lg the """res is:!':: 

5 Ei<;~~e "Se~:~,J:;s 21 a~d" a~ci .:..r.serting tr.e fa::c\..":~.c::: 
7 "Sec~:.or,". 
8 3. ?age n, ~!::e ·)9, by str:;;ing the word "are" 
9 and inserti~g che fl)!lowi~g: ":5 " , 

:0 4. ?age 22, Lr:es 21 and 22, by strikins t~,e 
~l words ":epea1ing capital gains :efund provlsio~s,". 
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Flied February 22, 1988 
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BY EMIL J. HUSAK 
RICHARD f. D?,,'\f:C 
BERL E. PRIEB!:: 
CALVI:-.l O. HU;.;;~~'\N 
JACK :\YSTRm~ 
LEONARD L. 50SWELL 
EUGENE S. PH/d SS 
JOHN E. SOORflOr.TZ 



SP.NflTE AMENDMENT TO HOUSE flMENDMENT TO SENATE FILE 2074 

;1-)147 

1 Amend the House amendment, 5-5070, to Senate File 
2 2074, as amended, passed, and reprinted by the Senate, 
3 as follows: 

5 
6 
7 
8 
9 

:0 

1. Page 12, by striking lines 43 through 45. 
2. Page 21, line 49, by stri~ing the words and 

figure "Sections 21 and" and inserting the following: 
"Section". 

3. Page 21, line 49, by striking the word "are" 
and inserting the ~o:lowing: Ilisll. 

4. Page 22, llnes 21 and 22, by striking the 
~l words "repealing capitai gains refund provisior.s,". 
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W:\ Y:-> 0 •• S [) ~I EA ~~. Brl.One~. (hair: Dra.ke anrl Murphy 

Passed Senate, Date __________ _ 

Vote: Ayes Nays 
Approved 

A BILL FOR 

/l 

.s ~ B .:J.D :3 S
k/",y.s. ... /11~J.s. 

y'{'7 L/ 
SENATE FILE 
BY (PROPOSED COMMITTEE ON 

WAYS AND MEANS BILL) 

Passed House, Date 
Vote: Ayes ____ __ Nays 

1 An Act relating to the extension of the applicability of House 

File 689, enacted during the Second Extraordinary Session of 
the Seventy-second General Assembly during 1987, updating 
references to the Internal Revenue Code, providing for 
retroactive applicability, and providing an effective date. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

2 

3 
4 

5 

6 BE 

7 
8 

9 

10 
11 

12 
13 

14 
15 

16 
17 

18 

19 

20 
21 
22 
23 
24 
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S.F. H.F. 

1 Section 1. Section 422.4, subsections 19 and 20, Code 

2 Supplement 1987, are amended to read as follows: 

3 19. The definition of the Internal Revenue Code of 1954 in 
4 section 422.3, subsection 5, shall be interpreted to include 
5 provisions of the Tax Reform Act of 1986, Pub. L. No. 99-514 
6 which amended the Internal Revenue Code of 1954, and the 
7 Revenue Act of 1987, Pub. L. No. 100-203, unless the context 
8 otherwise requires. 

9 20. "Internal Revenue Code of 1986" means the Internal 
10 Revenue Code of 1954 as amended by the Tax Reform Act of 1986, 

11 Pub. L. No. 99-514 and the Revenue Act of 1987, Pub. L. No. 
12 100-203. 

13 Sec. 2. 1987 Iowa Acts, Second Extraordinary Session, 
14 chapter 1, section 16, isJamended to read as follows: 
15 SEC. 16. Sections 1 through 10, 13, and 14 of this Act are 
16 retroactive to January 1, 1987 for tax years beginning i"-~he 

17 %98~-eaienda~-yea~-e"%y on or after that date. 
18 Sec. 3. For purposes of tax years beginning in the 1988 

19 calendar year, references in section 422.9, subsection 6. 
20 unnumbered paragraph 4 and section 422.21, unnumbered 

21 paragraph 6, to the year 1987, 1988, or 1989, shall mean the 
22 year 1988, 1989, or 1990, respectively. 

23 Sec. 4. Sections 1 and 2 of this Act are retroactive to 
24 January 1, 1988, for tax years beginning on or after that 

25 date. 
26 Sec. 5. This Act, being deemed of immediate importance, 
27 takes effect upon enactment. 
28 EXPLANATION 

29 The bill makes permanent and updates to later federal 
30 changes those provisions of H.F. 689 enacted during the Second 

31 Extraordinary Session that conform state individual income tax 
32 to the new federal tax provisions; reduce the tax schedule 
33 from thirteen brackets to nine brackets, the lowest rate from 
34 .5 percent to .4 percent, and the highest rate from 13 percent 
35 to 9.98 percent; increase the standard deduction for all 

-1-
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• 
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S.P . ____ B.F. 

1 filers by $30 and eliminate the 15 percent, of net income 

2 after federal tax deduction, limit on the standard deduction; 

3 increase from $5,000 to $7,500 the amount of net income below 

4 which no tax is owing for all filers except single persons and 

5 provide a phase-in of the regular tax for those who have net 
6 income over $7,500; clarify the taxation of interest and 

7 dividends from regulated investment companies exempt from 
8 federal tax and the loss from the sale or exchange of shares 

9 of such companies; provide for taxpayers to receive the 
10 benefit of the repealed 60 percent capital gains deduction by 

11 allowing for the filing of refund claims by taxpayers based 

12 upon the difference in the amount of tax paid determined 

13 without the capital gains deduction and the amount that would 

14 have been paid if the deduction, not to exceed $10,500, was 

15 allowed; and limit the total amount of refund claims paid for 
16 the capital gains deduction to $8,000,000 with each claim 

17 receiving a pro rata amount if the total claims exceed that 

18 amount. The bill is effective upon enactment and applies to 

19 the tax years beginning on or after January 1, 1988. 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

• 34 
35 
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S£NltTI: PHE ~OH 

AN ACT 

RELATING TO THE &lTENSION or 1"01 APPLICABILITY OF HOUSE FILe 
"9, ENACTED DURING THE SECOND IITRAOROJNARY 81SSION or 
TIE $[VENTt-SECOND ~£NEAAL ASS~LY DUMING 1961, UPDATING 

REP£R£NCES TO THE INTERNAL REVENUI CODE. PROVIOING FOR 
RETROACTIVE APPLICABILITY, TAXING UNRB~TEO BUSINESS INCOKE 

or CERrAIN ~NPRorIT ORGANIZATIONS, SrRI~INa OBSOLBT£ PRO

VISIONS, ANO PROVIDING AN EPfECTIVE DATE. 

aE 17 ENACTED BY Tal GENERAL ASSEMBLY or TWE STATE or IOWA: 

'.ct~on 1. Section 4ZZ.J, tub •• etlon $, Cod. 19'7. 1. 
••• n •• d by ItrJk1n9 \he tub •• etlon and In •• rtln9 1n lieu 
thereof the follovln91 

S. -rllternal RIYlnUI codo· ••• n. the .ntornal Rlvlnue Cod, 
ot 1954, prior to the date of It, red •• ltn,tion •• the 

Intlrnal Mevenul Code of 1 •• ' by the Ta. Retor. Act of 1986. 
or •• anl the Internal ftey.nue Code of It.6 ••• sended to .nd 
Includln9 January 1, 19.8. whlcheyer I. applicable. 

Sec. 1. Section 422.4. lub.ectlonl I, 4. 10, 11, .4. 11, 
and la, Code Supplement 1987, are a.ended to re.d .1 follows: 

1. The ~ord. ·tax.ble In~e· •• an the net Inco=e as 

detlned ,n section 422.7 .Inul the deduction. allowed by 

• • 
Sen.t. Pile 2014. p. 1 

lectlon 411.9. tn ttle case of ~ndiYldual,; In tho cast: 01 

.at.te. or t ru.ts, the word. ··ta.able InCOllle- lIean thu taxablt 
.nco~. (~1thout a deduction for p~r.onal •• e_ptlon) as 

cONputed for feder.l inc~o tax purpoae. under the Internal 
_.yenue Code 01-'9~ •• but with the .d)u.t~ent. speCified in 

•• ctlon 422.7 plus the IOVA lnco~e t •• deducted In conputln~ 
'.'d the tederal ta.Able incolle and mJ~u. federal Inc~c ta.ef 
a. provided 1n s~ction 422.9. 

4. The words -ta. y.ar· Ne.n the calend.r year, or the 

flleal year endin9 d~rln9 luch ca.endar y.ar, upon the basi. 
01 which the net IncOlle I, conputed under this division. 

•. If a tAXpAyer ha. m.de the election provided by .ectior. 
441, sub'lctlon ·f·, of the Intlrnal Reyenue Code of-1954, 

-tax year· e.ana the annual period 80 elected. varyin9 fro. 
lifty-two to fifty-three week •. 

b. It the eCfectlYI date or the applicability of a 
proYillon of this division i. expre •• ed In ter •• of a ta. year 

beqlnnlnq. Includln9L or endln9 w1th reference to a Ipocif.ed 
dat. ~hlch I. the first or lalt day of a aonth, a ta. ye.r 

delcrlbed In para9raph ~a" of this lub.ectlon shall b. treated 
•• be9Innl~~ with the flrlt day of the calendar .onth 

be91nnln9 near eat to the fir.t day of the ta. year or as 
endln9 with the last d.y of the calendar month endlr.q neare$t 
to the l.st day ot the ta. year. 

c. Thla lubseclion 1. effective for ta. ye.r. endlnQ on or 
after Oecuber It. Ins. 

10. The ~ord -indiyldua.- mean I • ~.tural person; and 

where!! an indivld~al 1, per.itted to file a •• corporation. 
~nder the-pro.tsio"_-of the Interna' Revenue Code 01-l95., 

aaeh ~ flctlonal statu. aha •• I. not be reco~nlzed for 
purpo.e. of this chapter, and etteh the indivldual's taxable 

lnco""e .hall be c""puted .s reqllhed under the-proyhtons-of 
the Internal Revenue Code of-it54 relatln9 to lndlvio.Juals not 

fl11n9 a. a corporatlon, with the ad)uateQnta allo~eo.J by this 
chapter. 

C/I 
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1). Th~ ter. ~2~~ -he.d of ~ousehold- 3~.ii-h •• e hd$ tht 

aaae aeAn1n9 AS provided by the InternAl Revenue Code of-i9S4. 
14. The tlr~ word -v'gel- .~."-ha •• ~!! the aa~. muanln9 

AS prov1d.d by th~ Int~rnal Revenue Code o'-19S4. 
17. a. -Annyal Inflation tactor- .e.fte-.~-;ftd~.,-e.pre3,ed 

a.-a-perC~fttege,-d~ter.ift.d-Dr-t~e-dep.rt.eftt-eeeh-re.r-to 

refieet-the-parcha.ift.-power-of-the-'o".,-a,-a-,ee.'t-of 

intiat;0~·dur*ft9-t~e-preccd'ft9-eelen'e'-re.r'--'0'-t~~-19" 

end-eabaeqaent-ea'cftdar-rea,er-a.ftnaal-tft".tioft-f.etor~ MeAfte 
an Index, eApr~ •• ed .s a perc.ntage, det.rained by the 
department by October lS ot th~ calendar year preced11\9 the 
calendar year tor which the tAct or 1. deter~'n.dL to-ref'ect 
which reflec~! the purchaaln~ power ot the dollar .s • resylt 
of jnt .... tlon dur 1119 the U,c.l ye.r end1n9 in the c.lend.l 
year precedln9 the calendar year tor which the factor i, 
deter.lned. In deter~lnln. the annual Inflation faclor, the 
dapart.ant ahall use the annual percent change, but not less 
than a"o percent, In th. Implicit price detlator (or the 
gros. n.tlonal product computed for-the-whole-ealen'.'-leer-or 
for th. aecond quarter ot the calenda, yaarr-in-the-ca.e-of 
thl-e~naat-tnf •• t'o~-faetor-for-the-.tl'-end-laD,eqaent 
c.tenda'-yea,., by the bur.au ot econo~1c an.ly.l. 01 the 
Unlt.d St.te. depart •• nt ot caa..rce and .h.ll add t.o-fo.rt~s 

'o'-t~.-ltal-and-•• b.eq.eftt·caae~'er-ree~. one-half of that 
parc."t chan~e to one hyndred pI:cent. 9h.-ann •• l-t"tl.ttGn 
t.ctor-fer-the-19l'-.alen'a'-J •• ,-le-ofte-haft4re'-two-pOint 
thrae-pa,e'ftt, The annual inClatlon tact or and the cumulative 
'nClatlon Cactor ahall .ach be •• pr •••• d ., • percentage 
roYnded to the n •• reet one-tenth ot on. percent. The Annu.l 
lntlation Cactor shall not be Ie •• than on. hundred petc~nt. 

b. oICy.u1atl\1. Intlatlon factor- •• An. tha product of the 
anftual Int1atlon tActor tOt the "ll !!!! CAlendAr year .nd 
all annual inflAtion tactor. tor aubaaquent c.lend.u ~ .. e .. r!. ., 
deter~lned p~r.YAnt to tni. sub •• ctlon. The cuMul.tl\le 
in'l.tlon t~ctor .ppll~. to all ta. year. b~91nnin9 on or 

Sen.te PIle 207~. p. 

.fter JAnua,y 1 of the calendar year tor which the lateit 

AnnuAl lntl.tioft lactor he5 b •• n d~t.r.lned. 
c. The annual lntlation fActor 'or the .9l1 !~!! c.l~ndar 

yeA' il one hundred percent. Not •• th'taft'ln~-t~c-co~pa~at;on 
~f-the-aft~a"-'nt'ation·f.etor-an4c,-p.ra~,aph-·a·7-t"e·.n~a.i 

tftf.atlon-faetor-for-the-196l-ealeftdar-rear-ts-one-han6~rd 

pereeftt. 
d. ~otWlthstAndln9 the co~putat10n oC the .nny.l In=latlon 

tactor under par.9'Aph -a- o'-thla-adbsectioft, the Annu~l 
inflAtion factor 11 one hundred p.rcent tor .ny cAlend., ye.r 
In which the ynobl19ated at ate general lund balance on ~une ]0 

as-eertlt.e4-by-t~e-d.recto,-of-reweftu.-a"6-flnaftCe-by 

gepte~btr-'8-of-the-f •• ca.-year-be.tnnln,-ift-t~ot-e.1cnear 
rea'-I.-i"I-th.n-e.~tr-.'11'on-dollar8~--Ho.e.ar1-for-~he 

.t81-and-.ab.eq.ent-ea.e"d.r-,.ars'-the-.ftft.al-t~t •• tte~ 
f.ctor-ts-one-h.n'rtd-pe,cent-for-an,·caleft'.,-year-.f-the 
.nobll,.ted-.tate-gefter.t·fand-bel.nc.-oft-d.n.-~a-of-t~e 

e •• eftdar-J~.r-pr~ce'ln.-the-c".n'.r-rear-for-.hteh-t~e-factor 
is-'eter.'ned, a. certified by the director or r.venu~ and 
tinance by Octob.r 10, 1. leas than sixty altHon dollars. 

'1,--Por-p.~pD,ea-of-.ectloft-4iif~,-s.b.ect,oft-S,-~~e 

tt\tertla' -Ae.entle- eode-of -19S4-,hai' - be-lnterpreted- to- ,,..e •••• 
th.-pro.i'10t\e-of-P.bf-~T-HoT-'.-4f 

Sec.]. Section 422.4, .wbsectlon. 19 .nd 20, Code 
Supple.ent 1'87, are .~ended lO read A. tolloVI: 

1t. the daflnlt10n 0' tbe Internal Revenue Code of 1'~4 in 
.ectlon 422.), ~ublection S, ahall be lnterpreted lO include 
provlaiona ot the TaK Retot. Act ot 1986, Pub. L. No. 99-S14 
which a~.nded the Internal Rev.nu. Code 01 19~4, an~~ 

Revenue Act ot 1'87, Pub. L. No. 100-201, unle3' the context 
otherwise requires. 

lO. Rlntern .. l R~venue Cod. of 198'" l'Duna the Intern.l 
Revenue Code ot 19~4 A. al'Dended by the Ta~ Reform Act 0: It86. 

Pub. L. No. 99-~14 ~!!~.tJ!.!...!!~:!~n~.Act o( 1917, P~~~_!.:.:...~Q..; 

100-2Q!. 



. s,c •• "",n ." .••• ubS.Ctloo, 19 .n. '0. Cod. 

S~~pl~~en~ 1~'1. ~r ••• ended by .trl~ln9 the ~Ub5.~tions. 

Sec.~. S~ctlon 422.~ •• ublectlon •• Cod~ Su~pl~m~Jlt 1981. 

1 •• ~ended by strlklnq the ,ubl.ctlon. 

Slrc. 6. Sectiol1 412.S. lubsection .A. unnu.bltred p .. uq,.ph 

1. Code Supp)r~rnt 1987, i •••• nd.d to r •• d •• follows: 

In-hr.-of 'tlbseeHo"-tr-a ! ta. is IlRpo.,. upon e~'uy 

r.ald.nt and Jlonrt.-t.ldl'nt ot tn. Itat. which t ••• hall b. 

1.~led. coll.Cl~d. and paid annually upon and with respect to 
the ,ntl,. t4x~ble 1nco.. as defined In thl. dIY'~lon at rates 
• a tollov~: 

Sec. 1. S.etlan 422.5. suba.ctlcn lA, ~r.9r.ph ~. 

• ubpar4qraph II), Code Suppl ••• nt 1917, I •••• nded to r~ad a& 
follows: 

(1) Add It'_8 ot ta. preference Included In t.der.l 
alternative ~lnl~um ta •• ble inco.e under •• ctLon S7. except 

.~Laectlons (a)(l). (a)(2J. and tA)CS). ot the Internal 

fteven~e Code 01-1986 ... ke the adjust •• nt. Inel~ded In federal 
alternative mlni~u~ ta.able Inco .. under section S6. e.cept 

lub.ectlon. ,a.(4). (bJC1)(C)(111J, and (4). ot the Int.rnal 
Mevenue Code ot-1'86. and add los.o& as required by s.ction S8 

ot the rntern ... Revenue Code of-UB6. In the ca.e of an 
•• tate or trult. the ites. of ta. preference, adjust.ents. and 
10 ••••• hall Le apportion.d betw •• n the e.tlte or trust and 
the b,n.tlcl'ries in accordanCI with r~l •• pr •• crlbed by the 
dl rector. 

'Ie. e. Section 422.5, .~bllctlon 2. unn~.b.red parA9raph 
2. Cod. Suppl.m.nt 19'1, 1. '.'nd,d to r.ad II followa: 

Mow.~er. ror ~arrl.d p.r.on. filln, jolntl, or fllln9 

.eparately on a co=b!ned rlturn. unmarried heads of houlehold. 

.nd .urvlv1n~ .pou •••• rlf.rences In thl •• ub.ectlon and 

lub.ectlon. 6 and 10 to five thou.and dollar •• hall b. 
Interpreted to mean .even thou.and flv. hundr.d dollar.. 10 

addlt~on. If the lIIarrled perconl', Ul1o~ jOint 1, or fllln9 
.ep~rately on a c~bln~ r.turn. un~rrl.d h.ad at 

• hOIJ,"C'hold's. or 6ut'llYlnc,! :opout.~·s 

thoulloilnd t. ..... t\und,~d dol1,4r5. the 

n., Inco_ •• 'eN·.' ,.,<n_ 
r'9ular ta. i~posrd ~nJct 

th.~ division shall be ttl. l.sser of the l'fI.xllll)I'II .t<ll~ 

indlvldual lncol'fle ta~ rat. tl~~. the portion ot the n~t Inco~~ 

1n e.c.s. of s.ven thousand fl ..... hundred dollars or tht: 

,e9ular t •• liability co.puted without r'9ard to t~is 
5ent~nce. Taxp.~.r •• lectin9 to fll. ,eparately sh.ll cOl'flpute 

th. alt.rnate t •• d.scribed in this para~r.ph uslnq the tot.l 
net Inco~e of the husband and wit •. How.ver, t~. aiteln.llte 

ta« de.cribed In thl. paragraph do •• not apply .f one spous • 

el.cta to ca~rY back~!y forward the 101. as provided tn 
.ection .22.9, subsection 1 . 

Sec. i. S.ctlon .22.S. subs.ction 1. Code &upple=ent 1911. 

.. att.nded by ctrlkln9 the sub.ect1on .nd Ins.rtin9 In ll.u 

th.reof the followin9: 

2. Howevlr, the tax Ihall not be lapo •• d on .II re.ident or 
nonresldent WhO •• net lnco.e. a. defined In a.ctlon 422.7. is 

....... n thou.and fi ..... hundr.d dollars or 1 ••• In the CA.e or 

.. rr •• d p.r.on. filln~ jointl, or tlllnq s.parat.ly on • 

cOlDbined ,.hun, unCl'larr Jed h.ada ot hous.hold, and aurv .... inq 
spouse. or fl ..... thouaand dollar. or 1 •• 1 in the ca •• of all 

oth.r perlona, but In the event that the pay.ent ot tax under 
this dlvillon woyld reduce the n.t 'nco •• to leas than s~ .... en 
thou.and tive hundr.d dollars or tiv. thoYland doll.rs as 

Ippllcollble. th.n the ta. shall b. reduced to that a.aunt which 
Yould r.lult In allowln9 the ta.pay.r to retain a net income 
of .ev.n thou.and tlye hundred dollar. or five thousand 

dollar. aa applicable. The prec.dln9 .entence doe. not apply 
to •• tat •• or truat.. ror the purpose ot this .ubs.ctlon, tne 
enthe net Incollo., Ineludtn9 an, ~rt of the net Incotl'le not 
allocated to Iowa, shall b~ taken Into account. 'or purpos •• 

of thl. sub.actlon, net Income Includ •• all a.o~nl. ot 

penllona or other r.tirelD.nt Inoome r.celv.d froa any source 

which i. not taxable under this dlvL.lon a. a result ot any 
other Itat. lav. tt the cccbin.d net 1000'" of .. husb.nd and 

C/) 
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wlt~ ~~ce~ds srven thou.~nd five ~undred doll.r •• n~lth~c of 

the. sh.ll cecelvl!' the benefit of thlll aubsectJon, .. nd It 1s 
l~terlal wh~th~' thty tile a ,01nt r~tur~ or •• par.te 
returns. Ho~e~.r. It • husband and wlf. lile .ep4rat~ '~tur~s 
and hl~e a combined net incoce ot seven thousand fi~e ~und,~d 
doll.rs or less. nelth.r lpoua. ahall rece1v. the benelit at 
this p.r'9r'ph, if one spouse h.a • net op.rat1n9 1053 .~d 
elects to c.rrv b.c~ or carry forward the 10 •• a. pro~ldcd in 
lection 422.', subsection J. A per.on who 1. claimed .s • 
dep.nd~nt by .nother person IS defined In .ection 422.12 sh.ll 
not receive the benetlt of thil .ubl.ctlon if the perlon 

clalDln9 th~ d.pendent til' net lnca.1 •• ceeding leven thou.,nd 
'ivi hundred doll.rs or 'IvI thou •• nd dollars .a applicabld or 
the person chhlln9 the dependent .nd the person'. SPOUI~ h4ve 
ca.binld net lneo~e e.c~edln9 •• v.n thoul.nd 'Iv. hundred 
dollar' or tlve thous.nd dollars a •• ppllc.ble. 

In Idditlon, it the .arrled ~r.onl', fl11n9 jointly or 
filing lep4r.telV on I co~blned return, unmarried h,~d at 
household's, or aurvlvln9 .pau •• •• nit lnco.e exceed. aeven 
thou.and tivI hundrld doll.r., thl r'9ular t.x l.po,~d under 
this dlvillon sh.ll be thl lesl.r 01 the m.xL.um at.te 

Individual lnco~e 'all fill tl=el tht portion of the net Inca.e 
1n I.ce,s of aeven thou •• nd 'lv. hundrld dollara or the 
re~~l.r tax liability comput.d wIthout re9ard to th., 
'Intlnc •• T.~plyetl Illctln9 to tile •• par.tely .hall co~putt 
the alurnate ta. descrlb.d In thh pau9raph ul1n9 the total 
nat inco •• 01 the hu.b.nd and witl. ~he alt.rnate t.x 
.e.crlb.d In thll p.r'9r.ph do •• not apply It on •• poua~ 
el'ctl to c.rty b.c~ or carry forward the 101. II provided In 
•• ctlon 4~~.i, sub'lctlon ). 

Sec. 10. Section 4~2.~, sub'lctlon " Cod. Supplement 
U81, , . II am.nd~d to read " foilowsl 

A person who 1. disabled, Is IJ.xty-t-..'o year s at '911 or 
older Or 1. the iurvlvin9 apouse of .n individual or survl~o, 
havln9 ~n insur'ble intecest In a" lndlvldu.l vho would h.~~ 

• 
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qu.lltled tor the exereptlon under tnu pau9r'ph tor tt'H' t • .c 

year and rlceives one or mar. annultiel Iro~ the United St~tes 
ciVil ser~ice retlre.ent and dllabl11ty tru.t lund, .nd whOS~ 
net InCO~I, .1 deflned in •• ction U2.l, Is 'uiticient to 
require th.t the t'lI! b. lapo,ed upon 11 under thi$ a.el.;tlon, 
.. y deteuIIln, (lna1 ta •• ble income tor purposes of ill1po&1t 10n 
of the tax by excludln9 the a!Wunt at annullin rtcelved from 
the Un1ted Stat •• civil .ervlce retlre~ent and disability 
tru.t lund, whlch .r. not already excl~ded In d.t.r~jnln9 net 

lnco.e, a. detlned In lectlon 422.l, up to & .'llaum e.ch t.x 
y~.r of tlv, thou"nd ftye-hQft~~e~ .1_ hundred twe~ty-.e~!~ 
dolla" tor A person vho tile, a .ep.lrate st.te ll1cof1'le t.x 
return and e19ht thou.And one hundred .19~ty-'our doll~r. 
tot.1 lor a husb.nd and vire whO tl1e • Joint state incof1'l' tax 
return. Hovever, a ,urvlvln9 apouse who I, not dls.bled or 
.lxty-tva ye.r. of age or older cln only exclude lh. amount of 
annultJe. receIved a •• re.ult of the d.ath of the oth~r 

'pouI'. The 'mount ot the .lIIe.ptlon .hall be r.duced by lhe 
.mount of any .ocl.l .ecurlty bln.tit. received. Por the 

pur pole of thl. ,.ction, the amount of annultle. receiv~d I,Oft 
th. United States civil service r.tlrement .nd dl.abllity 
trust fund t,K.ble under the In'ern.l .even~. Code 01 19~4 

Ihall be Included 1n net Income (or purpose. of d.ter~inin9 
el191blllt~ under the tlve thou.and dollar or II •• exclusion. 

Sec. 11. Section 422.~, .ubsectlon. 6, 7. I. And 10, Code 
Suppl~m.nt lil', Arl 'D.nded to re.d a. follovl: 

6. A p.r.on who 1. dilablld, 1. Ilxty-tMo ye.r, 01 Age or 
old.r or Is the survivinq lpou" 01 an indlvidu.l or survlvo, 
h.vin9 an In.ur~ble inter~st in an lndJvldual vhO would have 
quakltled for thl exemption und.r thl. p.ra9r'ph tor thl. t.x 
year and r.e.lve. one or .ore annultlel tro= thl Unlt~d States 
civil service ret1re.ent .nd dl,abllity trust lund, and whOIH 
n.t 1 ncof1'le , .s defaned 1n a~elion 422.1. Is .uUlchnt to 
require that the ta. be lmpoaed upon lt under thts sect lon, 
D.y det~I~ln~ fin.l taxable incvme tor purposes o( I~po.ltion 

e 
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ot UUt t •• by cllcludin9 t"'e amount ot olnnuit lea rec~hled t rGlI. 

th~ United St~ld5 civiL •• rvlce rellr~~ent and dl~4bll1ty 

lrull twnd, which .u. not alr.ady •• cluded In deteclI\lnlnq net 

lnc03t, •• defined 1n aect10n .22.1. up to a 1I •• 1.u~ eaCh tax 

ye., of t lye thoullolnd h"e-t'ltll'lclnd .1. hundred twenty.:!,!~~~ 

dollar. tor .. ptrson ~ho tile. a .'pat.t. atate ln~o~. ta~ 

return and e_9ht thousand one h ... ndr.d eighty-four dollars 

tot .. l lor .. hUBband .nd 'lit. "ho fll. a JOint at ate IncoCflc t,u 

rdturn. Howeve, ... aurvlvln9 .pou •• who I. not dlaabled or 

• lxly-two year. ot "98 or older can only exclude the ~~ount 01 

annultl •• received .... r •• ult or the death of the other 

apou... The aMOunt of the ..... ptlon ahall be reduced by th. 

'.ount of .. ny .ocl.l lIecurlty beneUt. received. Por thtt 
purpo •• 01 this s.ctlon. the acount ot .nnultle. ,.c.lv~d froM 
th. Unlt~d St.t •• clvll .erviee retlr ••• nt .nd dl •• bility 

trust lund t,xAbltt und.r the Intern.1 R,v,nue Cod. Gf-i9~4 
,h.ll be lnelud~d In net incoa. for purpo •• s of d~t.rRlnin~ 

eli~ibillty und~r the .even thou.and flve hundred doll.r or 

~ tlve thou ... nd dollar or Ie •• e.clu.ion, a. applic.ble. 
7. Upon deter.lnalion of the lal.st cu.ul.tlve lnfl.tlon 

factor. the director .hall aultlply .ach doll.r a.aunt set 

forth ln .ub •• ctlon I, par'ir.ph ••• - t~'GU,h_M •• ~ ot 
lhls .ection •• nd e .. ch dollar aRount spcclUed In thl,. aect lOll 

I. the ~ •• i~uc amount of annultl., r.ceived which ... y be 

e.eluded 1n deler~.nln9 final ta •• bl. lnco.e. by th1a 
cu.ul.tive InflAtion factor, shall round otC the reaultin9 
product to the ne.reat one dollar, and shall Incorporate the 

r •• ult into the lnco •• ta. fOI~ and Instructlonl Cor eAch ta. 
year . 

8'--lftco.e-ot-lft-iR"¥i'aal-.~'eh-'a-ewel.de'-fro~-,ro'3 

lfteoae-ander-th.-lnterft.l-Re¥'R.e-eG'e-of-ltS4-.I-a-re.alt-of 

the-proY"ton,-ot-th.-Hosta,.-Re"ef-A~t-of-198er-t4-.tetT 

It'17-a"ali-"ot-b~-'nei.d''-as-'fteo~e-'ft-eo.p.t'n9-t~e-to~ 

'.po •• d-br-thi,-,eettoRY 
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10 In 4dditlon to the oth~r t4~~a i~po5ed by thl~ 

.ect lon, • t4A 1& IInpos.d on the • .aunt of 6 lu.p SUit! 

dlatJibutlon foe ",hlch ttUt t •• pay.r ha. ~lected under section 

'02( •• of the Int~cn.l R~yenue Cod. of-'9~. to be se~rately 
t.uced for tederd IncOllle t.x pl1rpote. for the t •• ye.r. The 

rate of lax is equ.l to twenty-fl~e perc~nt oC the s~p~rate 

teder •• tax i~pos~d on the a=ol1nt of the lu~p su~ 

dhtributlon. A nonre.id~nt ls H.ble for this tax cdy Oil 

that portion ot the luap su~ distrlbutlon allocable to low •. 

The tot.1 .eo~nt of the lump su= dlatrlbution sublect to 
s*p.rate fed.,.l t •• ah.ll be included in net lnco~e for 

purposes of deterlDlnlng ell9ibiHty under the ~ Jr.~!:!~!!'~ 
five hundred dollar Or less or five thou.and dollar cr l~.s 

exclualonL-!!_appllcable. 
Sec. l~. Section 422.6. unnumbered ~ra9raph 2, Ctde 1987, 

is a=ended to r.ad a. tollowa: 
The beneflci.cy ot a trust who receives an accu~ullt~on 

dlatrlbutlon shall be .llowed credit without interest for the 

Iowa Inca.e t.xes paid by the trust attributable to aceh l~! 
,ccullulation dlstrlbut1ol\ in a manner correspondln9 to the 
proylaions tor credit und~r the led.ral income tax rel~tin9 to 

accumulation distributions .s contained in the Intern. 1 

Revenue Cod~ of-t9~4. The truat .he~. !! not he entitled to. 

refond of t •• os paid on the distribution.. The trust ah.ll 
lIalntaln detailed recorda to verify the collputatlon ot the 

tax. 
Sec. 1). S.ctlon 422.1. unnullbered paraqraph 1 anc 

subs.ctlons 2. 6, 7. I, 9, 11. l'A, 19, 21, 2]. 24 •• r..1 27. 

Code Supplement 1917, are amended to re.d •• follow.: 
Th. term -net In<.:Oa'I.·· ••• nl the adjusted 9ro.s lncamp .s 

prGperly computed for f.d~ral Incoe. t.x purposes under the 

Internal Revenue Code of-US •• with the (ollowin9 .. djL:st~ents: 
~. Add interest and dividend. tro. forei9n •• curlti.s and 

fro~ StCutit1~s ot atate and oth~r polItical aobdlvis;~ns 
~lIIempt frOJl (ed~r.l 1ncollt lax under the Int.rn.l ~pVf;'1ue Code 
ot-i9~ ... 

CJ) .., 
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6. IndlvlduAl t •• p.y.r. And .~rried t •• p.~ers who (ile • 
)Olnt (edee.l inco~e t.x ret~rn and who el~ct to tile. loint 
eetuln ••• parate returnsL or .eparAte r:ling on • comb1ned 

return lor Iowa inco~e t •• purpo.es, ~y .vall th~~s.lves of 
the di •• bilit~ Income •• clu.lon .nd .hall compute the •• ount 

ot the d1.abillty lnco.e exclusion subject to the llmltationa 
(or joint tedHr.l Inco •• t.x return til.es prOVided by section 
lO~Id) 01 the Internal Revenue Code of-:9S'. The disability 
lnco.. excl~sion prov1ded In section lO~ld) 01 the Int8ril~1 

Re~en~e Code of-.9~4 ••••• ended up to .nd lncl~dln9 D.ce~ber 
)1. 1982. continues to .pply tor state Inco=e tax purpose. tor 
t.x ye.rs be9inning on or alter January 1. 1984. 

1. Add to the t.xable Inco=. at trust., that portion at 
trust 1nco~e excluded tra. 'ederal t.xa~le jnca.. under 
•• ctlon 641,C) ot the Intern.l Rev.no. Cod. of-19~ •. 

•. MarrIed taxpayers who tile a joint teder.l Inco=e ta. 
retorn and who el.ct to Ill •• ep.rate return. or •• p.r.te 
fllln9 on • co=blned return for lova Inco=. ta. purpose ••• ay 
ev.i1 the •• elve. ot the e.penelnt ot boslne •••••• ts and 
capital 10 •• provisions 01 aectlon. 119(a) .nd Ilillb} 
r •• pectlv.l~ ot the Internal Rev.nu. C04. of-ltS4 and ahall 
ca.p~te the .~Ount ot e.p.n.ln9 ot bu.lr. ••• a.aats .nd capt tal 
10 •• eUbject to the 11.ltatlona tor joint tedlr.l inco~e t •• 

return tl1.r. provided by aectlon. llt(b) and 1211lbl 
lesp.ctlvlly ot thl Int"nal •• venua Cod. ot-ltS4. 

t. lu.tract thl a~ount ot thl joba , •• c,.~lt allow.ble 
for thl t •• ya.r undlr •• ctlon 51 ot the Int.rna. ~ev.nue Code 
., ••• ,. to tha •• tlnt t~.t the crldlt incr •••• d 'ederal 
adju.ted ~lo.a incoNa. 

II. Subt,.ct the a=ou~t of tha alCOhOl tuel credit 
.llow.ble tor the tax ye.r under .ectlon 40 ot the Internal 
.e~en~e Code 01-1954 to the ext.nt that th& credit 1ncre.~ed 
t.der.1 ad)usted qro~a inco.e. 

I'A. Hotwithstendtn9-.",-oth.r-p.o.I~IO"7-ad6 Add the 
anount$ d.ductuJ and aubtr.ct the .mounts Included as lnco~. 
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as • res~lt o~ the treat~ent provlded ~41e-I ••• eb~c~ 

.~re~ments under s~ctlon 1691f)(') ot the Intern.l Revenue 
Cod. of-19~4 tor property pl.ced ln service by the t,.ns'eree 
prior to January 1. 1.86. to the •• tent that the anount~ 
deduct.d and the a.aunt. Included In Inco.e .re not oth.rwlse 
deduct Ibl, or included In InCOfI'Ie under the Intern,.l Revenue 
Code of-19~. a. a~ended to and includlnq D.ce~ber 11. 1ge5. 
Entitlement to depreciation on .ny prope'ty Includ~d in a 
•• le-le.seb.c~ .9ree~ent ~hlch Is placed In aerv1ce by the 
tran.teree prior to January 1. 191 •• shall b. det.rnin.d ~nd~r 
the Internal Revenue Code ot-t9S •• s amended to .nd includln9 
Dec.tab", ll, l\ll~ ••• cludln9 a.ctlon l681t}(l) In ~.ucinq the 
determination. 

19. M.rrled tax~yer •• ~ho tJle a joint federal inco~. t~x 

r~turn and who elect to file .eparate ret~rn' or wno elect 
.eparate t1l1nq on • CO.blned return tor .t.te incone t •• 

purpose ••• hall 1nclude In net inco=e any 'OC1Al .~curltv 

b,n.tlt. or-tter-l-roilroed-retire.ent-beftefita received to 
the s •• e extlnt •• thoa. ben.flta era ta.able on the 
taxpayar's joint ted., •• return tor th.t ylar onder section 86 
ot the Internal Reven~e Code of-l'S.. The benefits 1ncl~ded 
in net Inco.e .ust be allocated bet~.en the apouge~ 1n the 
ratIo ot the .oclal secorlty beneflta or-tier-l-rmtiroad 
rettre.eAt-be~ef.ts r.ceived by each apouse to the total 01 

the~e beneflte recelv.d by both apouaes. 
21. Add the (our percent ot the b.slc •• lary of • jud~e. 

who 1. a me_ber ot the judicial retlre~.nt ayste~ establlahed 
in ch.pter 602, .rticle 9. vhich 1s e.e~pt frc~ teder.l lnco~. 

tax und.r the Int.rnal R .... en~e Code of-l9S4. 
2). Add the .~ount ot Intan9lb)e dri111n9 and dev.lo~ent 

costs optionally deducted In the year paid or lncurre~.& 

described In section ~lC.)I2) ot tht Internal Revenue Code of 
'9S4. This amount .ay be recov_red throu9h cost deplet10n or 
depreclat10n, as dpproprlate und.r r~'e. prescribed by th. 
d, r~ctor. 
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14. Add th~ percent"98 depletion .. aunt d.te(~~n.d wlth 

re&peet to an llll. CJ"" or 98other.,,1 w.ll •• d.scribed in 

•• ctlon ~7(.)(1) of the tnterna. A.v.n~. Code of-l9~ •. 

21. Add lntert'st and dividends tro. u9uhted irwe:tt.ent 

comp.nles •• eupt rro~ tederal inco •• ta. under the Int.r~al 
Revenue Code ot 19.6 .nd lubtract the 10 •• on the •• le or 
•• ch.n98 ot , ~har~ of " re9ulated Inv •• tcent co~p.ny held for 
,l. ~onth. or l •• a to the extent the 10 •• v •• dl •• l1o~.d under 
•• ctlon eS2(bll"fB) of the Internal ~.v.nu. cod. ot-.986. 

'.e. I'. Section '22.7. sub.ectlon IS, Cod. Supple~ent 
19.7, 18 •• ended by Slrlkln9 the sub •• ctlon and inlertln9 14 

lieu thereot t~e tollowln9: 
lS. Notvithst.ndln9 the mit hod tor computlnq the a~ount of 

travel exp~ns~s that m~y b. deducted ynde, .actlon 162(h} of 
tha Internal Revenue Code, for tax ye.r. beqlnnln9 on or .fter 
J.n~ary 1, 1987, a ~esber of the 9.nlral a •• elbly who.e place 
ot re.idenc. within the 'e9111atlvl d'.trict I, 9r.ater than 
fifty alle. [roa the capitol bulld'n~ of the .tate ~y deduct 
the total • .a~nt p.r d.y deter.ln •• und.r •• ctlon 161Ihl(11IB) 
ot the Internal Hevenue Cod. and I •• &bet of the general 
••••• bly vhole place of te.ld.nee within the 1'9'.lative 
diatrlct h tifty or fiver DU,. fro. the capitol buildill9 of 
the .tate .av deduct fifty dollar. per day. ~hl •• ubsectlon 
do •• not apply to a .eDber of the gen.ral a •• embly who elect. 
to It.II •• [or .tate ta. purpo.e. the ,eaber'. travel 
e.penle •. 

SIC. 1~. Seetlon 411.7, .~b.ectlon. S, 10, 11. 11, 14. L6, 
17. '0, 12. and 16, Code Suppl ••• nt 19'7, ar. a.end.d by 
Itrlkln9 the .ubl.ctlonl. 

SIC. 16. Swetlon 411 .•• lub •• etlonl , and 4. Code 1987, 
ara a~lnd.d to read a. follovl: 

L Nonre.ldent' 5 nIt lncollle allocated to lov. ia the net 
Jn~l, oe portion thlelof, which II derived frail a bu.ln~~ •. 
trade, profe~G~oll. or occupation e.rrled on vlthln thi. ~t.t~ 
or in.:orn. trOD "ni' prc..perty, trult •• atate. or other :>ourct 

II ~ 
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within ro~a. I[ eny ! bus Inc •• , treld., profe.sion, or 
OCcypatlon I. carrled on partly within And partly without the 
.tAte, o~ly the portion ot the net lnco~e w~lch 1. 1.Irly .nd 
eqult.bly attributable to that part ot the bu.ln •••• tr.de, 
prole.slon. or occup.tlon carrl.d on wJthln the .t~te is 
.1locat.d to Iowa lor purpos •• ot .ectlon '12.S, .ubsectlon •• 
para~raph .... :.J~ and •• ctlon 422.1) and lnC'OJlle hom o1Iny 
property, tru.t, e.t.te, or othet .ource ~rtly withIn and 
p.rtly without the .tate I. allocated to low. ln th. Selrne 
.anner. except th.t annulti ••• Inter •• t on bank depo~its and 
lnt.rl.t~be.rln9 obI19atlon •• and dividends ar. al10celted to 
tOWel only to the extent to which they .re derlved fro~ a 
bUllnels, tr.de. profe •• lon. or occupation e.rrlad on wlthin 
the .tate. HO\le-Jcr. Incotle received! by eln Indlvid!ual wllo Is a 
r.sldent ot anothar etate •• not al10c.ted to low. il the 
lnco~e J. eublect to .n lncoae ta. lapo.ed by th •• tate where 
the IndLvldual , •• ld.s. and it the .tate of re.ldence allowl a 
.lmLl., •• clu.lon for Income r.celved In th.t state ty 
re.ldenl. of Iowa. In o,dlr to I.plecent the eJfeluli.onli. the 
director Ihal1 de.19nate bV rule the Itates whach allow a 
.I~ilar .xclu.lon lor Inco~e recelved by resid.nts 0' low •• 
and Day .nter into a9r'I~.nt. wIth other st.tes to provlde 
that ai.ila, e.clu.ions will bl allowld •• nd to provide 
luitabl. wlthholdln9 requirelente In .ach stAte. 

t. "he aDOlint ot ,"nillu. tall paid to anoth.r .teltl or 
for.lqn country by a ,e.ident taxpay.r of thl •• tate frOM 
preterlnce ltlms de'lved tra. .ourc.a outside of lava shall be 
allo~ed as a credit aq.in.t tbe tax computed yndlr thiS 
dlvl.lon ellcept th.t the credit .hall not e.c •• d ~~.t the 
a~Ount of state alternatlve .lnl~u~ ta. YOuld have been on the 
•••• prel~r.nce itels wn1ch vIr. t •• ed by the other stolte or 
lorelqn country. The lisitatlon on thla credit ah.ll be 
co~puted accordl~Q to the 'ollo~inq forcula: 7he tot.l ot 

prelerence Ite~s .arned outside 01 lava .nd taxed by .nother 
state or toreiqn (;O~ntry shelll be dlvlJed by the total at 

Cf) 
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preference 'tems of the resident t •• p.y., ot Iowa. In 

co~putln9 th1a quotlent. those 1te .. ,wcludabl. under 5ect\on 

411.S. subsection I. para9raph ·0· :~, subpAr8qraph II) shall 

not be uled In cODputlnq the pr.t.r.nce lt~~a. this quotient 
=ultlplled tIRes th~ net stat., alternat've .lnJ.u. ta~ dS 

deter=lned In section C22.S, lubsectlon I, p.raqrap~ ~o~ ~ 

on the tot41 ot p,efefence lte •• a. 1f ent\r~ly .arned \n Iova 

shall be t~e ~xlmu_ taM credit aqalnlt the lo~. alternative 
mlnlm~m taE. However. th. ma.leu. tax credit vlll not Le 

8110wed to the extent that the .Inl.u. ta. '_po.ed by th~ 

other state or forelqn countr~ t. I ••• than th. ~a.l~u. tax 
credit computed abov •. 

S.,c. 17. Section 422.9. lub.ectlon 1, Code S~pple~ent 
19.7. la dm~nded by .tlikln9 the sub.ectlon and lnlerting in 
lieu t~e,eof the follovinql 

1. An optIonal .tandard deduction. after deduction of 
federal incODe ta •• equ.l to on. thou. and two hundred thirty 

dollara for a married perlon ~ho fll •••• parately or a .lnqle 
p.rlon or equal to three thou.and thirty dollar. tor a ~u.band 

an~ vite who flit a joint return, •• urvlvlnt 'poule. or an 
un •• rrled head of hou.ehold. The optional Itandar~ deduction 

shall not exceed the .aount ,e •• 1n1nt .fter deduction ot the 
federal lnco~e ta •. 

•• c. 18. Section 422.9, .ub.ectlon 2. unnumbered paragraph 
1, Code Suppl.~ent 19.7. i •• m.nd.d to read ,. follows: 

Th. total of contribution., lntere.t, t •••• , .edlcAl 
e.p.nse. nonb~.ln'll 10 •••• ~ en. _1.c.ll,n.ou ••• pen',e, .nd 

MO~'n, •• p.na •• r dlductible tor '.der.l 1nco.e t •• purpos •• 

~nd.r the Int.rnal •• v.nu. Co~ •• ,-,'S., with the follow'n9 
.d'utt •• nt" 

lee. It. Section 422.9, ,ub.ectio" 2. para9rapb e, Code 

Supplenent 1917. I, a •• nded by strlkln~ the p.r'graph. 
6ec. 10. Section 422.9, ,ub,.ctlon ), unn~mbered p.r6graph 

1 .nd par49raph c. Cod~ Supple.ent 1917. ar •• ~ended to read 
• 8 tollows: 
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ilL dter appl)'inq all of the adju't_~nt. pro·/ld~d ~or In 

~.ction 422.7, th' allocatlon provlelon. ot section 4]2.a~ and 
the ded~ctlon. allowable in thl, .ectlon aubject to tht 

~odlfic.tlonl provided an section 112(dl of the Inte,n.l 

Revenu. Cod. oi-t9S4. the t.x.ble incoe~ result. In • n~t 

operatlnq 10 ••• the net Opetatlnq 10.1 ,hall be deducted .5 

follov. : 

c. It the election under .ectton l72Ib)(1)(Cl of the 
Internal "evenue Code of-19S4 I, Rade, the lo~a net operating 

10.1 ahall b. carrl.d forward fifteen ta.able ~ear5. 
Sec. 21. S~ctlon 422.10, unnumbered paraqr.ph 1. Code 

SuppleDent 1987, 1. a~.nded to rtad a. follow.: 
The ta.el I_posed under thle dlvi.ion 'hall be r~duced by a 

.tate tax cr.dlt for Increaaln9 r •••• rch activities in thl. 

.tate. ror indiVIdual •• the credit .~a.'-equ •• !iual~ SlX .nd 

one-halt percent of the Itate·. apportioned .hare ot the 

quallfyinq e.pendlture. for lncre •• lnt ce.earch activltl'" 
The .tate·, apportioned .hare of the qualifying expendltuces 
tor incre.,lng ,e •• arch .ctlvitie. I. a percent equal to the 

ratio of qualified r.learch e.pendltucee In thle .tate to 
total q~alltled re ••• rch exp.nditurel. Por purpo.e3 of th.s 
,ectlon, an Individual cay claim, r •••• rch credit for 

qu.llfyin9 re.tarc~ expenditure. lncucr.d by a partnership • 

lubchapt.r S corporation, and estate or truat electlnq to hay, 
the incom. ta.ed directly to the individual. The a~ount 

clal.ld by the Indlvidu.l ahall be b •• ed upon the pro lata 

,h.r. ot the Individual'. earnln9' ot a partner,hlp. 

aUbchapt.r & oorpo,.tlon. or .etete or trult. ror purpose. or 
thle a~ct10n. -quallfyinq •• pendltur •• for lncr.a.in9 (e51'rch 

.ctjvltie.- •• ana the quallf~Jn9 e.penditure. a. detlned tor 
the teder.l cledlt tor Increa.ln9 re.e.rch actlvltl.s ~h1ch 

would b •• llovable under section 38 !! of the Intern.1 Re\'enu' 
Code of-t9S47-'ft-ef.ect-o~-Jaftu'r,-tr-t'8S,-or-VhtCh-yoatd-be 

eiao •• b •• -aftder-.eet'Oft-4.-of-the-l"ter""-Re¥e~ae·eoce-o • 
U86. 
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Sec. 22. S~ction 421.12, subs.etlon I. paraCj1raph c, Cod v 

&~pple~~nl 1951, iu a.ended to r.ad a. tollow.: 
c. ror u~ch depend~nt, an additional ten dollar6. As u~~d 

1n this &ectlon, the tels -dependent- ahail-hl_e ~ the •• me 

meanln9 aa provided by the Internal •• venue Code of-'9~ •. 
Sec. 2), Sectlon .22.12. aub •• ctlon 2. unnunbered 

paraCj1raph 1. Code 'uppl.~ent 1.", 1. a.ended to read •• 
follo ... s: 

A child and dependent care credit equal to fotty-five 
percent ot the tede'al child and dependent cart credit 
provided in aection 21 of the Internal aevenul Code of-t9~t. 

S.C. 24. SectIon 422.1), aubsectlon 1. paraqraph •• Code 
Supplement 19'7, I. amlnded to r •• d a. tollova; 

•• 'ale lndl\lidul.1 la req"tred to tUa a tederal Incoru t.UI 
return und~r th~ Inte,nal Revenue Code of-lt~ •. 

Sec. 2~. Section '11.1'. eub.ectlon 1, unnu.bered 
p.r.~r.ph 1. Codr Supple.ent 1911. I ••• ended to re.d as 
tollow,. 

av.ry wlthholdln9 agent aDd every e.ploy.r a. de'lned in 
thle chapter and (yrther defined In the Internal Revenue Code 
.t-It~ •• with ,e.p.et to Incoae tax collected .t .ource, 
"kln~ pay.ent of w.~e. to a nonre.ld.nt •• ploya. workln9 In 
low., or to a re.ld.nt enplov", Ihall d.duct .nd withhold 
tro~ the W.ge. an a~ount which vlll appro.i&Ate the e~ployee·. 
annual ta. 11ablllty on a calendar ye.r b •• I •• calculated on 
the ba.l, ot tabl •• to be pre~re~ by the department and 
eche~ul., or p.rcentaq. ratee. b ••• d on the vage,. to be 
pre.crlba~ by the depart •• nt. Every •• ployee or other person 
'hall decla" to the ttllployer or "Uhholdln~ agent the nUl'l'lt.er 
of the e.ploye.'. or othe, per.on', perlone. e.'tllptlons and 
dependency e.eftptlona or credit. to ba u.ed In applylnQ the 
t.ble, .nd ,ch.dule, or p"C"ent.~. r.t... ttolleVet, no IJreater 
number 0' p.taon~l or dependency •• e~ptlon. or crod1ts ~dy be 
declared by the .~ployee or other per.on than the n~Db.r to 
"'hieh tl'le rll',ployett or other perion 111 tnt It led •• t:rpt oJS 

~ -
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allowed under section l401!mJ!1) ot the Internal ~eycnue Code 
ot-.,~.. The claitllln9 or ex •• ptlonl or credit. in excess of 
entltletllent I. a seriou. =15de~eanor. 

Sec. 26. Section 411.16, .ub.ectlon 11. paraqr.phs a .nd 
d. CQda S~pple~ent 19'7, are .~end.d to re.d a. 'ollow~: 

•. Evel¥ ~erson or .arrled couple fllin~ a return ehall 
m.ke e.tl.-ted t •• pay=ant. It the person'. or cQuple'e lo~. 

Inco.e t ••• ttrlbut.ble to Inco~e other th.n ~a"1 subject to 
wlthholdln~ can reason.bly be e.pected to a.aunt to tifty 
dollar. or .ore for the ta.able year. e.cept th.t, in the 
~a.e. 0' '.rm&rs and fi.her. fishetmen. the e.ceptions 
provided In the Internal Revenue Code et-itS' with re.pect to 
a.klnq •• tla.ted pay~ents apply. The .stl .. ted tax sl'lal1 be 
pa1d 1n q~.rt.rly In,tall.ant.. The (Ir.t installment ahall 
be pa\d on Qr before the last d.y of the fourth .onth of tha 
ta.p.yer's ta. year for which the .stl.ated ray.ants apply. 
The other In.tall~ent. sh.ll be paid on or bafore June 10, 
Septe.ber )0, and January )1. Ho~ever. at the election of the 
per.on or ~rrJed co~ple. any Inlt.llDent of the estl~ated ta. 
lUi)' be paid pdor to the date pre.crlbed tor ita pay.ent. It 

a per50n or marri.d couple fllln~ a return has rea.on to 
believe th.t the perlon'. or couple" Iowa income t •• m.y 
Incr •••• or decre •• e, either tor purpa ••• ot aeetlnq the 
requir •• tnt to u~. e,ll.ated t •• paym.nts or for ttle pUlpo.e 
of increa.ln9 or d.cr •• ~lnq eatl •• ted ta. p.r=.nts, the p~raon 
or .. rried couple sh.ll Incr •••• or decrease any .ubs~quont 
elti .. tad tax p.yment. accordlnqly. 

d. Afty •• ount ot 'Itlm.ted ta. ~ld i. a credit .9ainet 
the a.aunt ot t •• found payable on • ,In.l, co.pleted return, 
•• provided In subaectlon 9, relatln~ to the credit for tha 
tax withheld a9.lnst the tax foynd payable on a return 
properly and correctly prepared under •• ctlon. 421.5 throu9h 
'12.25, and any overpay.ent 01 one dolla, or ~re shall ~e 
tetundtd to the ta.payer and the return constitute •• claiM 
t.>r. refund (01 tI'\I S pur pale . Mounts 1 ••• than one- doll .. , 

I/) 
.." .., 
o ..., 
~ 
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Ih.all no: btt retunded. the llIethod provided by the Inte,n.,l 

Revenue Code ot-'9~. tor determlnln9 vhat is applic.able to the 
.ddltion to t~x lot underpaynent at the t.aa pay.ble .ppli.~ to 
perlonl requlred to ~ke p.ay_entl ot eltl .. ted tax und~r this 
section except the amount to be added to the tax tor 
underp.y.ent at estl .. ted tax 1e an .nount deter.lned at t~e 

r.te in .~f~ct u~der lection '21.1. Th1s addition to tax 
lpecifled for undetp.~·.ent ot the t •• p.y.ble h not aubj.ct 
to v.alver provia1ons rel.tin9 to r •• lon.bl. C'UI., except aH 
provided in the Int.rnal Revenue Code of-.95.. Underp.r~ent 

or estl •• t.d t.x shall bt d.terDlned In the s.ae m.nner .115 

provided under the Internal Revenue Code of-l'Sf and the 
eaceptlons In the Tnternal Revenue Code of-i9S. alia apply. 

S.c. 27. Section 422.20, subsection 1. Code Supplement 
1981. I, .lIIended to read .. tollowl' 

1. It sh.ll-be l! unlawtul tor In, ~ otficer, e=ployee. 
or agent. or tor.er offlc.r, e.ploree, or a~ent of the state 
to dl.clo.e to any plr.on, except .II. authorlled In subsection 
J at thll •• ctlon •• ny fed.ral t.x return or r.turn 
Intorm.tlon as defined in •• ction 610J(b) ot the Intern.l 
Aevenue Code of-i'S4. It .~.I.-f.rt~e,-bl !! unlawful for en, 
! perlon to whoa any federal t.x r.turn or r.turn IntorQdtlon. 
.III defined 1n section 610J(bl ot the Intern.l Rev.nul Code ef 
'9St, i. dtlclo •• d in a .. nner un.uthorised by lubMrctlon 1 ol 

thl1 .Ictlon to th.r.aft.r print or pu~lllh 1n any ~anner not 
proYld.~ by 1 •• eny luch r.t~rn or r.twrn Intor.etlon. Aft,! 

p.r.on ..... tt.ft.-.ft-.t"~ •• -•• a'~.l-t~.-f.w.' •• n' !1£!!t!!i 
1h1I provl,lon .~.t.-~. 11 9u1lty of • I.rlo~ •• l.d •••• nor. 

'.0. 2.. '.ctlon .22.21. unno»b.r,d p.ratraphl 4. S, and 
" Cod. 'wppl.ment 19.' • • r • ••• nd.4 to r •• d al tollov.: 

The dlr.ctor 'hall det.r_lne tor the '9~t l!!! and ~ 
lubtequ.nt cal.nd.r ,.ar. year the annu.l and cus~latlvti 
'nflatlon factora tor tho,e ~ c.lend.( ,e.r. ye.r to blP 
applied to t.x year. bcqinninq on or .litter January 1 of that 
cal.ndar ye.r. TILe director shall compute tr.e ne", dolla, 
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a~ounts as 'pecitled theretft to be adjusted in section 411.~ 
by the late.t cu~u14tiv. Inflation tactor and round oft th~ 

r •• ult to the nearest one doll.ar. Th. annual and Cu~u14t1~e 
Infl.tlon tactor. detersined by the d1rector .t. not rules •• 
defined In .ection l7A.1. ,ubsectlon 7. 

The depart.ent .hall prOVide on Inco~e tax for~. or in the 
In.truct10n bOOklet. In • ~anner tr.at will be notice~blo to 

the takpayera I state~ent to-the-IPKteftt th.llt.t. .ven tnc.uqh the 
ta.paler aay not have any teder,l or st.te income ta~ 

li.bIIJty. thr taxp.yer ~.y be IPl191bl. tor the tedet.l earned 
inco.e t •• credit. The .t~te~ent .h.all .11 •• 0 contaln notice ot 

where the t •• payer .. y check on the ta.pAyer's ellqibillty tor 

thl. credit. 
9he-.ep.rt.ent-'~I •• -p~.par.-.ftd-Nake-a.et.eble-.-.peetIt 

retarft-for-l.lift9-.-tl.-refand-e •• t.-re.altt~9-fro.-the-net 
e.p't.l-~.'n-ded.et'o"-aathort.ed-t"-,eettoft-4i~~9r-,abseet.o~ 

'1--9~e-speea.l-retarfts-.~.tl-be-.es.'fted-.o-that-the 

d.plrt.e~t-.'l.-be-.ble-to-eo.pt.e·dlt.-t~.t-ideftt.fi~s-the 

.0~re.-.ftd-tJP.-of-the-e.p't.I-,a'ft.-."d-lolse'-.ftd-the 

geo9r.p~'e.l-loeotioft-ot-the-trlft,.ettofta-'ft.ol.'ft~-the 

eopit.I-9atftS-.ftd-lo' •• 11--B,-'ana.~,-l~,-.9.t1-t~e-dep.rt_ent 
3ha'l-•• ~I-I •• t.abl.-to·t~e-~eftlra.-.,.e.b.,-the-d.t.-co.paleo 
troM-the-.peei.'·ret.rft.-t'ied-d.r'n~-the-pre.'oaa-e.lend.r 

,earl' 
Sec. 19. Sectlon .22.2S •• ublection I. unnu~bered 

par.~[aph I. Code 1981. is ,mended to read .IS tollows: 
Within three years .lifter the return I. ttlld or wJl~1n 

three years aftlr tn. return blPcAae due. lncludin9 any 
extenllonl at ti~. tor filln~. whichever tine 1. the l.ter, 
the·depart~.nt shall ••• nln. it .nd d.t.r_Ine the correct 
Imo~nt ot ta~ •• nd the aMOunt dlterm1n.d by the departDent is 
the tl.. HovlPy.r. it the ta.pay.r oalts tros Inco~e .an a=ount 
which wtll. onder th~ Intern.l Revenul Code of-t,S., e_tend 
the $t.tut~ at ll~ltltlons 'or a$$e.s~ent of feder.l tax to 
~Il yea,s under thll f,-"der .. l ...... the perlod for eK.C;linatlon 
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.nd de(~r~ln~tlon as •• x y~.r.. In addltiol\ to the appliccble 

plctod of l ... itatlon tor eaUlination And deterlllln.lltlon, the 

d.p..ut.ent P.IIy rU,\1! .In eUllllnatlon and deter.ln.t1on at .any 

tl.e within sax ~onth. fro. the d.te of receipt by th~ 

depart •• nt of we,tten notice fro. the ta.payer of the fln.l 
dllpo~ltlon vI any ~.tter between the l •• payer and the 
int.rn.l re~en~. ~erYlc. with r •• pect to the ~rtlcul.r tdX 

y •• r. In order to beqln the r~nnln9 of the at.-aGnth.· slx

~ period. lh. noUe, ahall be 1n wrltlnCjl In .ny (or. 
luff,cl.nt to lntor~ the dlpa,t •• nt of the fin.' d16poMItion 
with c.apeel to t~.al year. and. copr of the federal dOCumunt 

IhOVln9 the tln~l dispoSition or fln.l t.deral .d)uat~.nt. 
Shill b~ ~tt.ched to the ~otlc •• 

Sec. 10. Section .22.]2, subsectton I, Code Supple~~nt 
1911, •• ,lIIleLlded to reid •• follov.r 

L Th. \ford "corporation- inelud.s joint stOCk companle •• 
• ~ ••• ocl.tions orqanized for pecunl.r~ protlt. e.c~pt 
.' •• ted-p_rt".rahlps-or,_ftis.a-wnder-chapter-S.S and pUbllcll 
tr.d.d partn.rahlp. t,Ked .s corporations under the Internal 
aevenu. Code. 

S.c. 11. Section .22.12, subs.ction II, Cod. Supplement 
19l1, I •• ~ended to read a. followas 

11. -Internal Revenue Code- •• ana the Intarnal Revenue 
Cod. ot l'~., prior to the date ot Ita ,edeal~nltlon .a the 
Intern.1 ~evenue Code of 191' by the ~a. Rator. Act of 1986, 
or ••• n. the Internal Ravan~a Cod. of 191' as aeended to and 
Includlnq J.nuary I, 1911 ltl!, whichever 1. appllc.ble. 

Sec. 12. Section .22.J2, .ybsectlon II, Code Supple~ent 
1981, Is .~e~ded ~y .trikln9 the aub.eetlon. 

Sec. )). S~ctlon .22.)), Coda Supple~nt 1911. 'S aeended 
by .ddln9 the tollowln9 new subsectlonr 

t+EW SUBStt1'ION. lA.. Tt\.re i. '_po.ed upon each 
corpor.tlon ~_e~~t trom tne ~eneral busine •• taK on 
corpor.tions by section 422.J4, aubsectlon. 2 throu~h 6. 4 t'K 
.t the r.tes in subbectlon 1 upon the atate's .pportlon~d 

fI -
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IIh.r. cOlI'Lput~d 1n .ccordancir "itb subtect Ions 2 .nd 1 :>t thft 
unrelated bua1ne •• lncon~ comput~d In accord.nce w1th th~ 
Internal Revenue Code .nd with tbe .dju.tments ael tOlth in 

section 422.1S. 

Sec. 1 •. SectIon 42l.l2. 'ubsectlon 2, Code Suppl.~.nt 

1917 •• s a~ended to read •• tollows: 
2. Fader.l tAX rettiin., coplea ot returna •• nd return 

intorm.tlon as detlJ\ed In .ectlon 610)(bl ot the Internal 
Revenue Code of-itS4, whlCh .re required to be 'lIed ~~th the 
dep.rteent tor the enforcement ot the Income ta~ l.~s ot thlS 
atate, shall ba dee.cd-end held al contldentlal by th~ 

dep.rt~ent and 8ubject to the dlaclosure 11_ltation» In 

.ubsection J. of-tht.-aectio ... 
Sec. J5. Sacllon 4~0.l, unnuebered ~r'9,aph 2, Code 1987. 

ia a~ended to read .a follows: 
For purpole. of thl. chapter, unle.s the cont •• t otherw.se 

,aqylle., Mp.r.ona. reprea.nt.tlvQ- Qe.n, .n executor • 
admlnlstralor, or tr~stee •• e.ch la detln.d In •• ctio~ 6)J.) 

.and "Intern.l Revenue cod." .e.na the ,all'l .... deti,!cd in 
section HZ.)' 

Sec. 16. Saetton .50.1, sub.ectlon5 2 and 7, Cod~ 19'7. 

are .eended to re.d a. 'ollow'l 
2. By de.d, 9rant. ,ale, ~Itt or transter R.de within 

three ye.ars of the death ot the 9rantor or donor. whir.ft 1. not 
.. bona tlde •• le tor an adequ.te and full conaideration 1n 
money or eoney's worth .nd whiCh Is In eKee., ot the .nnu.l 
91tt t.¥ eMclusion allow.ble tor e.ch donee under section 
2~OJ, 'ubaection_ band e ot the Internal Revenue Code of-t9S. 
•• pdtf'ne.-'n-.ect'on-.ii~J. It both apoulea consent .• 91ft 
made by one apou8a to a person who la not the other 5pou.e is 
conaldered, tor the putpoa •• ot this .ublectlon, a ••• de one 
halt by e.ch spouae under the •• ~e ter=, and conditlons 
provided for In section 2S11 ot t~e Intern.) Revenu. Cod~ of 

'9S.-.,-deftned-.R-.ec~ton-tti~i. 

If) 

" ~ .., .,. 
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1. Which q~1I1\fies liS • qUAlified t~rmlnAble Inte'~~t 

propert~ as drtineJ In section 20!)'(b)f1'IB) of the Int.H,l") 
Revenue Code ot·ti!t4-.~-4e""ed-t"-~.ettCl"-4.id, thall, II an 
election is ~ade, be tre.ted and considered a. pAssin9 in fee. 
or lta equlv.lent. to the .urvJvlni spouse 1n the estate of 
the donor-9rllntor. Property O~ which the election Is ~.de 

ahall be included in the iros •• st.te of the .urvivln9 spouse 

• ~d Ih.ll be de.med to h.ve p.s •• d in f •• fro. the aur~ivln9 
apouae to th~ persons lucce.dlni to the re~ainder Intereat, 
unl ••• the property V •• laid. diatributed, or otherwise 
disposed of praor to the d •• th of the survlvlnq spouse. A 
.ale. dlspositlon, or dlapo.~l at the property prior to t~e 
death of the surviving apoule shall void the alection, and 

sh.ll sub'.ct tlu, property dlapo.ed at. la •• al'llounts rec. iveJ 
or retained by the surviving .paus •• to t411 ln th. donor
irantor's 'atllte in the a.llle 1II."ner •• If the ta. h.d b&en 
deter rId under aeetions 4~O .•• throuQh 4!tO •• t. 

Sec. )1. Sletlon .~O.)7, .ubs.ctlon I, p.r.9raph b. Code 
1981, 11 al'llendeJ to read .I. followa: 

b. 'he .lternatl valu. of tha property. 1t the personal 
repre •• ntativi so .l,cta, that haa be.n e.t.bll.had for 
tadaral eltat. t.w purposa. under .tction ~O)l of the Internal 
Revlnue Code Clf-19S.-.s-deft"~d-tR-secttClft-.'i,3. ~he 

.Iection _h.ll bl e.ercll.d on th. return by the personal 
rapr •• ant.tlve or oth'r ptrlon .19nln9 tha return, with1n the 
tlN. prescribed by law tor tilln9 thl return or before th. 
ellplr.tlon of .ny •• tan.lon or tl •• 9,ant.d ~o, filing tho 
rehun. 

'.e. l.. S.etlon .~OA.I. 'Ubl.etlon ~, Cod. Supplecent 
19.7. 1. amended to r •• d al tallow •• 

S. -Intern •• Aevenue Cod.- ••• na thl •• ms •• tMe tern 1. 
d.flned In t~ctlon 4ii:J 411~1l. 

S.c. 19. Sectlon 4'iOIiJ.l. Cod. 1981. 18 all\.tnded to rttdld ..s 
follu"s I 

.50H.l DEfiNITIONS. 
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As used in thlS chapter, unles. the context :tl,erWlse 
,equlre,: 

1. -lntern.l Revanue Cod~ CI'-t,!> ... /IIuns Lt .• s"/fle .s 
d.f1ned in sect Jon 422.J. 

2. -Ya.payer- ~eans a qualified heir ll.ble tor the 
inherltanee tall Impos.d under chapter 450 on qualified , •• 1 
property • 

1. ·O".llfied r.al property·. -qualified u .... , "ce,a.t lon 
of qualified ua.·· • .lind -qu.lUiad helr" Dean tt:e s"'ltIe alo 

deflned in .ection 20nA at the Internal Rev.nue Codl ot-'9S •. 
•. for pu'pose. ot .ubslctlon 1. the Int&rn.1 Revenue Code 

CI'·US4 .".11 be Interpreted to incl"de the prG· .. hlons at Pub. 
L. No. 98· •. 

Sec. 40. Section 4!tOB_l, Cod. 1981. 1 • .araend.d to redd liS 

tallows: 

'SOB.2 ALTERNATE ELECTION or VALUE roR OUALlfl£D USE. 
Not"lthat.ndlni section .!to.l1. the v.lue at qU.llfl~d rell. 

property for the purpose of the t •• ieposed und., chdpter 4S0 
eay. at thl el.etlon of the t.xp.yer. be Ita value lor the use 
unde, whiCh It qualltil' " pr.lcrlb.d by section 2011A of the 
Internal Revenu. Cod. of-itS.. A t •• paye, lIIay .ake an 

.lactlon undu th,s .ectlon only it .11 at the fo110" in9 
conditions .r. lIIet: 

1. An elect~on fOI tadlra. eatate tax purpo5e. W.H ~ad* 

~lth re9.rd to the qu.lifled real prop.rty under aect_on 2012A 
of the Intern.) Revlnue Code Clf-~'S •• 

2. All persona who s'9ned the .qreeaent ret.rred to In 
section 2012A'dl(2) of the Intlrnal Revenu. Coda Clf-l9~4 ~.ke 
thl Ilectlon under thl. lection and s19n .n .g'eel'llent vath the 
depa'teent at reve~u. and tlnanc. consantinq to the 
applJc.tlon of s~ctlon 4S01.) with resp.et to the qualified 
relll proplrty. 

). The tot.l deere ••• in t~e value of the Qualified r.al 
property al • result at the election under this section do~s 
not eAce.d the doll., llmit.tion ~pecifled in section 
2012AI~.11J of th~ rnt~rn.l Revenue Code Clf-'9~ •. 
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Tn. ale-clion under th1 ••• cUon ah.toll be •• de b)' th~ 

l.x~yer 1n the .anner .a the director of revenue and r'n.nce 
•• y prescribe by rule. Th. value for the quallCi.d use under 

thll •• ctlon sh.tol1 be lhe value •• deter.lned and accepted for 
tederal e.tate t~x purpo •••• 

The detlnltlona and speclal rul •• 'pecltied in lection 
lOllA(el at the Internal Itevenue Cod. of-tnt 81'1"1 apply >nth 

r •• pect to qualified real property tor ~htch an election w •• 
~de under tl'llS sectIon except that rul •• ahall be prescribed 
b~' the director or uyenu. and finance In Ueu ot tl'l. 

regulation. promul~.tcd by the secretary at tr •• aury. 

Tn. director shall pr •• crlb. r.~ul.tlons •• ttln~ torth the 
application of this Chapter In the ea.e of an Intere.t In a 
partn~,ship, corporatioft, or tru.t which, with ,e'pect to the 
deced"nt. ia an intereat In • elo •• ly held buslneas wHhln the 
.e.nln~ of 5~etlon 6166CbJ411 ot the Int.rnal Revenue Code of 
itSt. Such re~ul.tlons ah.ll confor •• 1 n •• rly .1 po.sible 
with the r.~uhtlon5 prolDul~.ttd by the Unlt.d BUla. 

•• cret.tyof treasury In te'p4et to auch lntereata. 
Sec .... S.ctlon tSOI.). Code lU7. 11 .. end ad to rud •• 

follo",s: 

tSOB.) ADDITIONAL INHERITANCE TAX APPLICAILE. 
Thera is l~posed upon the quallflltd heir .n .dditional 

lnha,itance t •• ~t, within ten yeat •• tter the decedent's 
death and bafore th~ d •• th of the qualified h.lr, the 
quail tied heir d1aposea ot, other than to •••• b.r of t~e 
f •• 11y, any int.re.t 1n qualified re.l property for which an 
election under •• ctlon t501.2 va •• ad. or ce •••• to use for 
the qu.llfled u.e th. qu.lifled r •• l proparty for which an 
election und~r ~ection tSOI.2 lola ••• d. aa pre.crlbed In 
aectlon lO)2A(c) of tha Int.rn.l R*venu. Coda .f-.9S4. The 
.dditlon.l ~nherlt.i'lc. t •• shall be the .ftlount co~put.d uLHter 
section 4~OB.~ and sh.ll be due aix .onths .tte, the d.te at 
the disposition oc c*»s.tion of qu.llf'ed use r.terr~d to in 
thl» section. 1'he JLlK>unt at thlt .ddltion.l Inheritanclt t.u 

• e 
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shall accrulr int.rest at the r.te at ten percent per yt!llJr troe 
n1ne aonthl .fter the decedent'. de.th to the due date at the 
t... The tax &h611 be p~id to the depart •• nt of revenue .nd 
flndnce .nd .~all be depoaited lnto t~. ~enet.l fund at the 
atat.. T.xes not paid vlthln the ti •• prescribed 1n this 

aectlon sh.ll dr.w 1nter~st at the rate of t~n petcent per 
.nnu. until pa.d. There .hall not b. an .dditlon.l 
lnherit.nce tax if t~. dl.po.lt10~ or c •••• tlon occur. ten 
~.ars or .ore .fter t~. decltdent'. death. 

S~c. U. Section 451.1, .ubsectlon 8. Code 1987, is 

a.~nd~d to re.d •• tallow.: 
•. "Internal Rev.nue Code of-US.- .e.n. the .arut a8 

def1ned in aeetlon .22.). 

Sec. 41. Section 4S1.2. unn~.bered par.~raph I, Cod~ 1987, 
Is a~"nded to re.d •• tollow.: 

An .~unt .qu.l to the f~der.l eat ate tax cr.dit for state 
de.th t ••••••• llo~ed 10 the Intern.l Revenue Code ef-19S4 1M 

hereby i_posed upon every tr.nster at the net e.tat. at every 
decedent, beln9 a r".ldent of, or ownln~ prop~rty 11'1 this 
.t.teJ-.~-herelft-proYi~ed. 

Sec. 44. Section 4~1.), Code 1987. 1 •• ~ended to re~d aa 
foHowll : 

4~1.1 GROSS AND NET ESTATE. 
The ~ros. eatate ahall be the ••••• 1 fln.lly deter~lned 

for ted~r.l e.t.t. tax and thl n.t •• t.te ahall be th~ 9rO •• 
•• tate l.ss deduction ••• per.ltted by t.d.tal l.w, in 
.,t1vln~ at the net taxable ledera ••• tate. all deterlfl1ned aa 
provided 1n the Intetn.l ~.v.nue Cod. 01-1954. 

Sec. tS. 1987 Iowa Aets, Second Extr.ordln.ry S.I~~on, 
eh.pter 1, .ectlon 11, 1a a."ndad to r •• d .a follo",s: 

SEC. 1). Section 422~b •• ctlon 11, I,ction 421.S L 
aUble£tlon 7, a!~U~D: U2.1, subat!ctlons 10, 12, 14, H, 22, 
.nd ~6, section 422.9, sub51ctlon ~. p.r'9r.ph ~c·. lJnd 
srction .12.~1. unnu~b~rod ~r'9raph 4. do not .pply. 

III 
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Sec. 46. 1981 low" Acts. Second lJctranrdi.nary SIP~niOI\. 

Ch.aptu 1. r.(>ction t6. 1111 aC'llPnded to r(>.d., tollow!': 

SEC. 16. Sl!ctlon~ 1 throuqh 10, D. And 14 of thl!J Act att! 

rplfo.cti.v~ to J.nuaty 1. 1987 (or t~. years bIPqinnln? l"-thp 

'98~-c.tlPndftr-7IPer-only £~ or art.r th.t dale. 

Sec. 47. 1987 Iowa Act., Second ElCtrAordin.uy S." .. 10n, 

Chapter 1, r.ectlons 1) and 14 •• r. rep.Aled. 

Sec. 421. for purpose. of tax y.«ca bIPqJnnlnq In the 1988 

CAlendar ylPAr. r.(~r~nc •• in ,.ctlon 422.9, sub.pelion 6. 

unnu~b~r.d p~r.qr.ph • and stctlon 421.21. unnu~b.r.d 

par.qr.ph 6. to the y •• r 1987, 198e. or 1989, s~all ~.an the 

year 1gee, 1989, Of 1990, respectively. 

Sec .• ,. The C~dG edltor Shall r.nu_blPf •• ctlon 422.5. 

,ubsection lA, illS sect Ion 422.'5 •• ubllectlon 1. R&fer.nc.s in 
th~ IO~III CQ~& to ,~ctlon e21.'5. ,ub.ection 1 •• hlllil mellin 
s~ctlon 412.S, .ub.ectton lA, III' renu.bered. The Code editor 
_ay r~numbc( oth~, .ubsectlon, a. A relult of thl. Act. 

Sf!c. '50. S.ctlon, 1. '. 10. 14, ]0. H. 45. IIInd 4' ()f this 
~ct are r&troactlve to JAnuary 1. 1987. for ta. y.ars 
beqinnlnq on or .fter that date. 

Sec. '51. Sections 1. 1, 4. S. 6. 7. '. II. 12, 1], 1S 

throuqh 20. 21 throuqh 21. 29. n. H, H. 47. and 49 ot this 
Act Are retroactive to January 1. 19", for tax year. 
be91nnlnq on or .fter thliit date. 

Sec. S2. ~pct~on 28 of this Act I •• ffectlye Jlllnuary I, 

1"9. tor tax years beqlnnin9 on or .tt~r that d.te. 
Sec. '53. Sect lon, )'5. 16, ]7, and ]9 throuqh 44 ot t~ls 

o\Cl IIIre .flecti ..... Jlllnulliry 1, 1988. for e.tlllte, of persona 
dyinq on or IIIfter that date. 

Sec. ')4. Sect i"n Ja of thl' Act .. retroactive to October 
22. 1986, tor qenetatlon ,klpplnq trllln.t.rs ~hich Ire el1qlble 
for the credIt tor at_te t.xe, under ~ectlon 2604 of th~ 
Inteenal R.v.nuf! Cod. and IIIr. mllidp after October 22, 1'86, 
subject to tht' sp('ci~l rule!J at section 14J){b) of Pub. L. tlo. 
99-'514 . 

• 
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Sec. '50;. S.ctlon. 1. 8. H. HI, and 4'5 of thl' Act -HI} 

r~pelilled Janu~(y 1, 19 •• , tor t.x year. be91nnlnq on or After 
that date oe for e.tat •• ot per.on. dylnq on or after that 
date. 

Sec. ~,. Thl. Act. belnq dee~ed ot l~.dlate I~poftliince, 

ta~es .ffect upon ~nlllct •• nt, 

JO AHIt Z INHIRl4AN 

Pre.ldent of the Senate 

DONALD O. AVEN60N 
SpeA~.r of t~. Hou.e 

I hereby cp.rtlfy that thl. bill orl91nlllted in the Spnat. ~nd 
111 kno",n a, Senllll~ rile 2014, Seventy-second Ceneral As •• mbl)·. 

Approy.d ~f~i 

TEARY E. RRANSrAO 

G4JVernor 

JO"~ F. DMYER 

Secretary of the Senate 
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