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A BILL FOR

Act relating to the updating of the references to the federal

>
]

Internal Revenue Code, adopting revisions in the researchn
activities credit and the earned income credit, and providing
applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE QOF IOWA:

0 =~ O N s W

¥)
11

12 -T\
13 A
14 \))
15

16

17

18

19

20

1
-

22
23
24
TLSB L1408V 74

sc/sc/l4




=

Lon Rt B R+ A TS N T %Y

—
—

yma

- o
N N

-

}—
[=a}

[

il

%

]

-

L]
(o]

OB B
[TV I I

[SST N B -]
~ G

[,
Las

8]
(WAl

[¥8]

cction 1. Section 422.3, subksection 5, Code 1991, is .
amended to read as follows:

. "Internal Revenue Cocée means the Internal Revenue Code

N

of 1954, prior to the date of its redesignation as the
Internai Reverue Code of 1986 by the Tax Reform Act of 1986,
or means the Internal Revenue Code of 1986 zs amended to and
inclucing January 1, 398 1991, whichever 1is applicable.

Sec. 2. Secticn 422.10, unnumbered paragrapn 1, Code 183,
is amended to read a&s follows:

The taxes impcsed under this division shall be reduced by a
state tax credit for increasing researcn activiutieg in tn
state. For individuals, the credit equels six and one-hail
percent of the state's apportioned snare of the
expenditures for increasing research activitlies. The
apportiored share of the qualifying expenditures for
increasing research activizies is a percent equal to the ratio
of qualified research expenditures in this staie Lo total .
qualified research expencitures. For purpos#s of this
section, an individual may claim a reseaccn credit for
qualifying research expenditures incurreé¢ by a partnersalp,
subchapter S corporation, estate, or trust electing to have
the income taxed directly to the individual. The amount
claimed by the individual shall be based upon the pro rata
share of the individial's earnings of a partnership,
subchapter S corporation, estate, or trust. For purposes of
this section, "“qualifying expenditures for increaging research
activities" means the qualifying expenditures as defined for
the federal credit for increasing research act:ivities which

would be allowable urder sectilon 4% of the Internal Revenue

Code 1in effect on January ., 958 1991.
Sec, 3. Section 422.12B, sub
amenced to read as follows:

1. The taxes impesed under this division, less credirg

by an earned income credit equ

o]

aliowed under secticrs 422.10 throuagn 422..2, shall be reduced .
I to six and one-hell percen
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of the federal basic earned lncome credit reecetved-by-tne

taxpayer-under and the health insurance credit provided in

section 32¢b¥y of the Internal Revenue Coce. Any credit in
excess of the tax liability is nonrefundable.

Sec. 4. Section 422.33, subsection 5, unnumbered paragraph
1, Code 1991, is amended to read as follows:

The taxes imposed under this division shall be reduced by a
state tax credit for increasing research activities in this
state equal to six and one-half percent of the state's
apportioned share of the qualifying expendizures for
increasing research activities. The state's apportioned share
of the qualifying expenditures for increasing research
activitlies is a percent equal to the ratio of qualified
research expenditures in this state to the total qualif:ied
research expenditures. For purposes of this subsection,
"qualifying expenditures for increasing research activities”
means the qualifying expenditures as defined for the federal
credit for increasing research activities which would be
allowable under section 41 of the Internal Revenue Code in
effect on January 1, 1996 1991.

Sec. 5. Sections 1, 2, and 4 of this Act are retroactive
to January 1, 1990, for tax years beginning on or after that
date.

Sec. 6. Section 3 of this Act is retroactive to January 1,
1991, for tax years beginning on or after that date.

Sec. 7. This Act, being deemed of immediate importance,
takes effect upon enactment.

EXPLANATION

This bill updates the references to tne federal Internal
Revenue Code, including references in the research activities
credit statutes so the provisicons of the federal Revenue
Reconcllliation Act of 1990 are appiicable for Iowa income tax
purposes. The bill also revises the stacute for the earned
income credit sc¢ the changes in the feceral earned incone

credit are adopted for tax years beginning on or af:ter January

-2




L i, 3951, The bill takes effect upon enactment and applies

2 re.rocutively to tax years which begin on or after January 1,
3 159¢.
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SENATE FILE 83
FISCAL NOTE

A fiscal note for Senate File 83 is hereby submitted pursuant to Joint Rule 17.
Data used 1in developing this fiscal note 1s available trom the Legislative

Fiscal Bureau to members of the Legislature upon request.

Senate File 83 updates the references to the federal Internal Revenue Code,
including references in the research activities credit statutes so the
provisions of the federal Revenue Reconciliation Act of 1990 are applicable for
Iowa income tax purposes. The bill also revises the statute tor the earned
income credit so the changes in the federal earned income credit are adopted
for tax years beginning on or after January 1, 1991. The bill takes effect
upon enactment and applies retroactively to tax years which begin on or after

Januvary 1, 1990.

Fiscal Effect

FY 1991 FY 1992 FY 1993
General Fund General Fund General Fund
{millions) (millions) (millions)
(50.4) 52,7 $4.6

Scurce: Department of Revenue and Finance (LSB 1140sv, PDD)

FILED FEBRUARY 4, 1991 BY DENNIS PROUTY,
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SENATE FILE
S$-3661
Amend Senaze Tile 83
by inser:

___+ Seczipn 422.15,
1s amended by adding :he
nrumbered paragraph:

NEW UNNUMBEZIRED PARAGRAPH.
subsection, state lncome
pensicns, arnnuizies, cther
ané ot incore payments

i L income tax is withheld

annuities, other similar pericdic payments, anc otner
income pavments under secticns 3402(0), 34C2(p),
402(5), 3405¢(a), and 3405{b} cf the Internal Revenue
& pavee <©f 2 pensic¢n, annui 0r other simila
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ies, cther similar perigc
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ticn. State inccme tax shall withneld
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By renumbering as necessary.
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ADCPTED |

SENATE FILE 83
5-3668

Amend Senate File 83 as follows:

1. Page 2, by inserting after line 4 the
follewing:

"Sec. . Section 422.16, subsection 1, Ccde
1991, is amended Dy adding :the following new
unnrumbered paragraph:

NEW UNNUMBERED PARAGRAPH. For the purpcses of this
subsection, state income tax shall be withheld from
pensions, annuities, other similar periodic payments,
and other income payments of those perscns wihcse
primary residence 1s in Iowa, in those circumstances
in which such person has fecderal income tax withheld
Zrom pensions, annuities, other similar periodic
payments, and other income payments under sections
3402(0), 3402(p), 3402(s), 3405(a) and 340S5(b) of the
Internal Revenue Code at a rate to be specified by the
department.”

N B W O DU LB

[l sl Eo i C R T

By BILL HUTCHINS

S-3668 CILED MAY 1, 1991
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A BiLL FOR

1 An Act relating to the updating of the references to the federal
internal Reverue Code, adopting revisions in the research
activities credit and the earned income credit, and providing
applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 422.3, subsection 5, Code 1931, is
amended to read as follows:

5. "Internal Revenue Code" means tne 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 13986 as amended Lo and
including January i, 1996 1931, whichever is applicable.

Sec. 2. Section 422.10, unnumbered paragraph 1, Code 1991,
is amended to read as follows:

The taxes imposed under this division shall be reduced by a
state tax credit for increasing research activities in this
state. For individuals, the credit equals six and one—-half
percent of the state's apportioned share of the qualifying
expencditures for increasing research activities. The state's
apportioned share of the qualifying expenditures for
increasing research activities is a percent egqual to the ratio
of qualified research expenditures in this state to total
gualified research expenditures. for purposes ¢f this
section, an individual may claim a research credit for
qualifying research expenditures Iincurred by a partnership,
subchapter S corporation, estate, or trust electing to have
the income taxed directly to the individuval. The amount
claimed by the individual shall be based upcon tne pro rata
share of the individual's earnings of & partnershlp,
subchapter S corporaticn, estate, or trust. For purposes of
this section, "cualifying expendlitares for increasing research
activities" means it~ quaiifylng expenditures as defined for
the federal credit for increasing research activities which
would be allowable urnder section 41 of the Internal Revenue
Code in effect on January 1, 9386 1991.

Sec. 3. Secticn 422,128, s:.bsection i, Code 1931, 1s
amended to read as foliows:

1. The taxes imposed under this divisicn, less credi

t
allcwed under secticrs 422.10 rthrough 122,12, shall e re

by an earned inccme credit equal to s3ix and gne~half perc
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of the federal basic earned income credit received-bBy-the

taxpayer-ander and the health insurance credit provided in

section 324b+ of the Internal Revenue Code. Any credit in

excess of the tax liability is nonrefundable.
Sec. 4. Section 422.16, subsection 1, Code 1991, isg
L. T g

amended by adding the following new unnumbered paragraph:
NEW UNNUMBERED PARAGRAPH. For the purposes of chis

subsection, state income tax shall be withheld Fr om_peHSLOns,
L Pt

——

annuities, other similar perlodlc payments, and other lacome,

ayments lﬁ those circumstances that federal income tax 15
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withheid from pensions, annu;tles, other similar periodic
S

paymen s, and other income paymen s under SGCulOﬂS 3402(0j),

fom by kit e ey T T LI TN L Y

340 2(9), 3402{s; . 3403(al, and 34031p; of tne Lnbe*nal Revenue

Code. A pavee of a penSLOn, annuity, or ohhe: simlilar

M M b . . .
fmr_od;c Bavmentﬁmayﬂpot elect to exempt pensions, annulties,
other similar pericdic¢ payments, and other Linccme payments

from withholding under this subsection. State lncome tax

shall be withheld from norperiodic payments at a rate to be
. ramm e o PR N

specified by the department.

Sec. 5. Section 422.33, subsection 5, unnumbered paragraph
1, Code 1991, is amended to read as follows:

The taxes imposed under this division shall be reduced by a
state tax credit for increasing research activities in this
state equal to six and one-haif percent of the state's
apportioned share of the qualifying expenditures for
increasing research activities. The state's apportioned share
of the qualifying expenditures for increasing research
activities 1s a percent equal to the ratio of qualified
research expenditures in this state to the total qualified
research expenditures. For purposes of this subsection,
"qualifying expenditures for increasing research activizies”
means the gqualifving expenditures as cefined for che federal
credit for increasing research activities wnich would be
allowabie under section 41 of the interral Revenue Code in
effect on January i, 9968 1991.
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Sec. 6., Sections 1, 2, and 5 of this Act are retroactive
to January 1, 1990, for tax years beginning on cr after that
date.

Sec. 7. Section 3 of this Act is retroactive to January 1,
1991, for tax years beginning on or after that date.

Sec. 8. This Act, beiang deemed of immediate impcrtance,

takes effect upon enactment.
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HOUSE CLIP SHEET MAY 9, 1931 Page 9

‘ SZINATE FILE 83
‘ B-4096
Amend amendmen=, 5-408., to Senate File 823, as

L

2 amended, passed, and reprinzed by the Senate, as

3 follows:

4 1. Page 1, iine S5, by striking the word "Sec.

5 ." and inserting the following: "Sec. 200."

6 2. Page 1, by inserting after line 18 the

7 folliowing:

8 “ . Page 3, by inserting after line 5 the

9 following:
10 "Sec. . Seczion 200 of this Act takes eZifect
11 January 1, 1992, Sor tax years beginning on or after
12 that date.""

By DODERER of Jonhnson
B-4096 rILED MAY 8, 1991
ADOPTED Qf'fffl)

SENATE FILE 83
H-4097
Amend t
amended, pa
follows:
1. Page 6, line 15, by striking the word
“January" and inserting the foliowing: "July".

: ile 83: as
2
3
4
. 5 i
‘ 6 2. Page 6, line 20, by striking the word
A 7
8
8

ef as

amendment, H-4093, Lo Senate

he
ssed, and reprinzed by the Sena

T oy

"Jaruary" and inserting the following: July".
3. Page 6, line 32, by siriking the word
"January” and inserting the following: "July".
By DODERER of Johnscn
-4097 FILED MAY 8, 1991
ADOPTED q¢‘;zar)

SENATE FILE 33
H-4081

Amend Senate File 83, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 2, by striking iines 5 through 19, and
inserting the Fol.owxng:

“Sec. . Section 422.16, subsection i, Ccde
1991, is amended by acding the following new
unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. For the purpeses ¢ ¢
subsecticn, state income tax shall be withhelc from
pensions, annuities, other similar per i001c Daymen
and other income payments of those persons whose
primary residence is in Iowa in those circums;aﬂces in
which those persons have federal income tax withheld
from pensions, annuities, other similar periodic
payments, and other Iincome payments under sectiens
3402(0), 2402(p)., 3402(s}, 3405(a}, and 3405(b) <¢f =the
Internal Revenue Code at a rate to be specified dy the
departmenc.”

2. By renumbering as necessary.

By COMMITTEE ON WAYS AND MEANS
GRONINGA of Cerro Gordo,
Cha:irperson
d-4081 FILED MAY 7, 1991 /
&ad?z:«(,@u mp&..?,éj o 9é -"'/f/_” ({f‘:/!&)
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" HOUSE CLIP SHEET MAY 9, 1991 Page

’. SENATE FILE 83
H-4093

W0~ OV Lo b e

amend Senate File 83, as amended, passed, &nd
reprinted by the Senate, as follows:

1. Page ., by inserting pefcre line 1, the
following:

"Section 100. Section 331.602, subsection 21, Code
1991, is amended by striking tnhe subsection.

Sec. 101. Section 331.607, subsection 4, Coce
1991, is amended by striking the subsection.”

2. Page 2, by inserting after line 19, the
following:

"Sec. 102. Section 422.26, Code 1991, is amended
to read as follows:

422.26 LIEN OF TAX -- COLLECTION -- ACTION
AUTHORIZED.

Whenever any taxpayer llable to pay a tax and
penalty imposed refuses or neglects Lo pay the same,
the amount, including any interest, penalty, cor
addition to sueh the tax, together with the costs that
may accrue tm-addittem-chereso, shall be a lien in
favor cf the state upon all property and rights to
property, whether real or personal, belonging to said
the taxpayer.

The lien ematrr-sttach attaches at the time the tax
becomes due and payable and shall continue for ten
years from the date an assessment is issued urliess

. sooner released or otherwise discharged. The lien

may, within ten years from the date an assessment is
issued, be extended by filing for record a notice with
the appreprisbe-county-officiai-of-any-county office
of the secretary of state and from the time of suen
the filing, the lien shall be extended to the properly
in such-county the state for ten years, unless socner
released or otherwise discharged, with no limit on the
numpber of extensions. Liens having attached pricr to
January 1, 1969, will expire on January 1, 1973,
unless extended by the director. The director shall
charge off any account whose lien is allowed to lapse
and may charge off any account and release the
corresponding lier before the lien has lapsed if the
director determines under uniform rules prescribed by
-he director thaz the account is uncoliectable or
collection costs involived would not warrant ccliection
of the amount due.

In order to preserve the aforesatd lien agalinst
subsequent mortgagees, purchasers, or judgment
creditors, for value and without nctice of the lLien,
on any property situated in a-couney the state, the
director shall file with the recorder-of-the-esuntys
tn-whieh-satd-properey—ta-toecaced; office of tne
secretary of state a notice of said the Llen.

3
—_1 -




HOUSE CLIP SHEET MAY 9, 1991 Page

H-4093
Page 2
N Phe-county-reenrder-of-egeh-councy-sphatr-prepane
2 and-keep-in-che-recorderis-asffrce—a-book-te-bdi -kuowvn
3 as-trndex-of-incere-cax-trensd;-gse-rured-gas-"L-SMow -
4 appropriate-coinnng-the-foiiowing-datay—ander-She
5 names-of-taxpayers;-arcanged-aiphadetieaiiys

6-———is--Phe-name-o’-the-taxpuyers
F----25--Fhe-name-Litgee-af-Icwal-as-ctarmans-
B----3;--Fime-notice-of-tren-was-recesveds
3----4;--Bate-of-noutcer
t8----55s--Amounc-of-:ien-then-deex
tr----6---Bate-of-asuyeaaments
12 ---Fs=-Wrnen-sattsireds
L3 The reeorder secrel ary of state srhall endorse on
~4 each notice of lien the day, hour, anc minute when

15 received and preserve the same, and shall ferthwiteh

16 index satd the nouice in-satd-index-boom-and-ungil

17 farehwizn-record-uaid-tten-in-the-manner-p=ovided-for
18 recording-reai-easuace-mortgegesy-and-the-sazd 2y the
i9 name and either the socia. security or tax identifyinag
20 number of the per on agains:c whom tne lien apviies,
21 Trhe lien shall be effective from tne time cf the

22 indexing thnereof,

23 Phe-deparement-shazi-p
24 provided-sn-seceron—-33156
25 }ieﬂ7-or—for—i*s—s&t*s‘actrer—
26 Upor the payment of a tax as ¢o which the Girec:or
27 has filed notice with a-eounty-recorder the oifice of
28 the secretary of state, the director shall ferzhwizn
29 file with sazd-recorder the office of the sec.etar y oL

-ﬂ» '*4.'
m

cordin &
-cne- Simy-—aft-ehea
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20 srate a satisfaction of safe€ tne tax and the csesrdas
31 secrerary of state shall enter T sa*d the satis’ achiuﬂ
32 on the notice on -ile in the “eccréer 3 secre. aﬁxugi

33 state's office and indicate said the fact on ithe index

34 aforesatid,

33 The department shail, substantially as prov:iced in

16 sections 445.6 and 445.7, proceed o collect ail taxes

37 ard peﬁal*ies a5 soon as practicable after zke-same

38 they become deiinguent, except that no property of the

39 taxpayer shati-me is exempt from the payment of =a:id

40 the tax. In the event service has nct been made on a

41 distress warrant by the officer to whom addressed

42 within five days ‘rom the date the distress warran:

13 was received by the cfficer, the authorized revenue

44 agents of the department are hezseby empowered to serve

45 and make return ol suekr the warrant to the clerk of

46 the district cour: of the ccunty named in the distress

47 warrant, and ali subseguent procedure shail be in

48 complliance with chapter 626.

49 The attorney ¢eneral shall, upon the reguest of the

50 director, bring arn action at law or in equity, as the
_2_.
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H-4093

Page 3

facts may justify. without bond, to enforce piyment ol
any taxes and penalties, ané in seeh this acction th
attorney general shall have the assistance of the
county attorney oi the county in whicn the accicn
pending.

It is expresslv provided that the ‘orego-_,
remedies of the state shall be cumuiative and that no
action taken by the director or attorney general shali
be construed to be an eiection on the part of the
state or any of ics officers to pursue any remedy
Bereunder in this section tc the exclusion of any
other remedy prov.ded by law.

For purposes of this section, "assessmen:t issued"”
means the most recent assessment against the taxpayer
for the tax type and tax periocd,

Sec. 103. NEW SECTION. 422.26A

The secretary of state is the fiii
notices of liens upon real, tangible,
property for the cbligations payabie to
certificates and notices effecting the
person against whose interest the lien
person as cdefined in section 4.1, and ir
corporation or a partnership, its princip
office is located in this state.

Sec. 104. NEW SECTION. 422,268 ELECTRONIC
FILING.

1. The director shali coordinate with the office
of the secretary of state the necessary requirement
for completion of electronic flllng tOo properly
provide the secretary of state with the ‘nforﬂau-or
necessary to comp-ete the secretary cf state's tax
lien index. The :information shall include, buu is not
limited to, the following:

a. Full name and middle initial of the Laugaver.

. The name "state of Iowa" as claimant.

C. The time the notice of lien was recelved.

d. The date of the notice.

e. The amcunt cf zhe lien then due.

The date of assessment.

g. The social security or tax identifying number.

2. The electronic lien index shall be the
prescribed method for the director to record liens
relating to all taxes for which the director is
responsible for collectien. These taxes include, but
are not limited to, the personal income tax pursuant
o division II, business tax on corporations Dursuang
to division III, retail sales and services zax
pursuant c©o givision IV, taxes on financia:
institutions purstant to division V, hotel ané nmotel
tax pursuant to chapter 422A, local option taxes

_3_
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Page )
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A
S
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19
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pursuant te chactar 4223, use tax pursiant to chapter
423, inheritance :ax pursuent to chapter 45U,
generation sxippig transfer tax pursuant o oo
4502, gualified use inheritance tax pursuant o
crhapter 4503, Icowa estate tax pursuant to chanpt 451,
cigarette and tcbacco products fax pursuantc =0 chapte:
98, noter fuel taxes pursuant to chapter 3”5, exclse
tax on controlled and other substances ours. T
crapter 421A, ard environmental protection cnahge
pursuant to chagpter 424.

3. The director in consultation with th secretaly
cf state shall adopt rules under chapter 17A (o
provide for ithe manner in whicnh the electronic
information will 7e transmittec to provide the
secretary of stat2's office with the informat.on
ngede’ to recorcé :he liens and the informa“ion
necessary to release the riens. The agreement shall
specify the costs, if any, for which the director 1is
responsibie.”

3. Page 2, kty inserting after iline 35, the
foillowing:

"Sec. .05. NEW SECTION. 584A.1 TFEDERAL LIENS,

1. APPLICABILITY. Except as provided in chapter
554, chapter 558, or other provislon of law, noticss
of federal liens, and certificates, and other notices
affecting the liens shall oe filed in accorcdance with
this section. However, notices of federal taxz liers
and certificates and notices affecting the IZederal tax
liens shall oniy be filed in accordance with this
secticn.

2. FTILING QFFICER. The secretary of state (s the
filing officer fo: notices of federal liens, und
certificates and notices affecting liens upun real
property and tang.ble and irtangible perscnal property
for obligations payable to the United States, if tne
person against wnose interest the lien applies is a
person as defined in section 4.1.

3. FILING PROCEDURZES.

a. Notices of federal liens, or certificates, or
cther ﬂut:ces affecting the liens issued by an agency
of trhe United States are entitled to ve filed without
atrestation, cert_.fication, or acknowledgment

b. Notices of federal liens, and certificates, and
notices affecting the liens issued by an agency of the
United States may pe executed by electronic means in
accordance with an agreement pursuant to chapter 28E
bpetween the federzl agency and the secretary «f state.

¢c. A notice of federal Iien, or certificatze or
other nctice affz2cting the lien presented to the
secretary of state shall be indexed by the social

_4_
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security or tax iden
against whom the lle

¢. Upon request of a person, tne secretar’ o
state shall issue a certificate staiing whether there
is on file, on the date and nhour stated, a notice of
federal lien, or certificate or nocice affacz.ng the
lien naming a parzicular person, and if a notice or
certificate is on £ile, giving the date and hour of
filing of each no-ice or certificate.

e. Except as provided in paragraph "f", the Zee
for filing and indexing each notice of lien, oz
certificate or notice affecting the lien sha.. be as
provided in section 554.9403. The secretary cf state
srail bill an agency of the United States on a monthly
basis for fees for documents filed.

£. PFor the duration of zn agreement pursuan: %o
chapter Z8E for the electroric filing and indexing of
notices of federal liens, or certificates or notices
affecting the liens, the fee for f£iling and incdexing
each notice of federal lien, or certificate or notice
affecting the lien shall be no more than a reasonable
estimate of the ccst of providing the electronic
filing service, not to exceed the cost imposed by
secticn 554.9403 Zor
statement.

4. TRANSITIONAL PROVISIONS.

a. On July 1, 1992, or a later date mutually
agreed upon by an agency of the United States and the
secretary of state ard adcepted by rule by the
secretary of state, an agency of The United States
that has filed a notice of federal lien, or
certificate or notice affecting the lien in :zhis
state, may exchange information with the secretary of
state concerning all efrfecrive notices of liens upcn
real property, and tangible and intangiblie personal
property for cbligations payablie %o the United Statesg,
inciuding information concerning al. certificates and
notices affecting the Liens, £fiied against anv perscn
under this statute, former section 331.609, or any
predecessor statute. On July 1, 1962, or such
alternate date as may be specified pursuant to this
subsection, the notices of liens and certificates and
notices affecting the iiens coentained in the federal
agency's information exchange with the secretary of
state shall constitute the cfficial public recoré of
the federal liens in this state.

b. This section has no effect on the valicity of
notices of federal liens, or certificates or cther
notices affecting the liens that have been filed in
any location in this state against real or personal

_S_
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property and that are effective on the effective da:ue
of this Act. Tne transfer of information pursuant to
paragraph "a" of unis subsection shall constituie no
more than the transfer of the public record of the
notices of liens from the former filing officers %o
the secretary of state and shall not affec: tre “il:
date, duration, pr:icrity, or anry other characterisc
of the notices of liens or their underlying statuzo
liens in any respect,

C. A notice or other document that aifects a
federal lien filed prior tc the effective date of thias
Act shall be filed pursuant to this section.

Sec. 106. The director shail file all tax llens
Wwith the office of the courty recoréer and the office
of the secretary of state until January 1, 18¢3, at
which cime, all tax iiens shall be f1led pursiant to
section 422.26. *Failure by the director to Zile a tax
lien with the off.ce of the county recorder
office of tne secretary of state durlng the
veginning July 1, 1992, anc ending January 1, .583,
shall not invalidate the lien. The refiling <f a tax
lien in the office ©f the county recorder o ihe
cffice of the secretary of state in order to compiy
with this Act shall not affect zhe original f£:iling
date of a tax lien for purposes of preserving a tax
lien agalnst subseqguent mortgages, purchasers, or
judgment credits.,

oS
M
T
po-
Q
[o7)

Sec. . Section 331.609, Code 1991, 1is repealed.

Sec. . Sections 162 through .06 of this Act are
effective July i, 1992,

Sec. . Sections 100 and 10l cf this Act are
effective January 1, 19933."

4. Title page, line 3, by inserting aft=r the
words "income credit," the following: ‘“feder:zl and

state tax liens,".
By DODERER of Johnson

H-4093 FILED MAY 8, 1991

NOT GERMANE, RULES SUSPZNDED AND WITHDRAWN(%’ZQ%)
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EOUSE AMENDMENT TO
SENATE FILE 83

5-3740

Amend Senate File 83, as amended, passed, and
reprinted by the Senate, as foliows:

1. Page 2, by striking lines S through 19, and
inserting the following:

"Sec. 200. Secrion 422.:6, subsection 1, Jode
1991, is amendec >y adding the following new
unnumbered paragraph:

NEW UNNUMBERED PARAGRAPE. For the purpcses & this
subsection, state income tax shall be withheld f-om
pensions, annuitiss, other similar periodic payments,
and other income vayments of those persons whose
primary residence is in Iowa in those circums-ances 1in
which those persons have federal income tax withheld
from pensions, ananuities, other similar periodic
payments, and other income payments under secIions
3402(0), 3402(p), 3402(s), 3405{(a), and 3405(2) of the
Internal Revenue Code at a rate to be specified by the
department.”

2. Page 3, by inserting after line 5 the
following:

"Sec. . Section 200 of this Act takes effect
January 1, 1992, for tax years beginning on or after
that date."

3. By renumbering as necessary.
RECEIVED FROM THE HOUSE

N B W OO~ S L b
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S-3740 FILED MAY 9, 1991
CONCURRED Cg 1736)
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SENATE FILE 83
FISCAL NOTE

A fiscal note for Senate File 83 i3 hereby submitted pursuant to Joint Ruie 17.
Data used in developing this fiscal note is available from the Legislative
Fiscal Bureau to members of the Legislature upon request.

Senate File B3 wupdates the references to the federa. Internal Revenue Code,
including references in the vresearch activities credit statutes so the
provisions of the federal Revenue Reconciliation Act of 1990 are applicable for
[owa income tax purposes. The bill also revises the statute for the earned
income <redit so the changes in the federal earned iscome credit are adopted
tor tax years begiuning on or after January 1, 1991, The bill takes effect
upon enactment and applies retroactively to tax years which begin on or after
January 1, 1990,

Additionally, the bill includes language requiring wi:hholding from pensions,
annuities, other similar periodic payments, and other income payments under
certain sections of the [nternal Revenue Code. For vesidents receiving this
income, withhoiding of state income tax would be rejuired. For nonresident
recipients of this income, withholding would also be required, however, it
should be noted that withholding is already required on this income distributed
to nonresidents under Chapter 422.16(12), lowa Code.

FISCAL IMPACT

Nonresident Pension W:thhoiding Portion of the Bill

The language on withholding of income on pensions and annuit:es may clartfy to
withholding agents that withholding 1is required when this type of income is
distributed to nonres:dents. The Department has estima:ed that full compliance
by nonresident pens.on reciplients might generate approximately $3.0 to $i0.0
million 1n additicnal revenue. To the extent this language clarifies current
statutory language under Chapter 422.16(12), Iowa Code, and to the extent it
generates greater compliance, the language would generate additional revenue.

Internal Revenue Code Update Portion of the Bill

FY 1991 FY 1992 FY 1993
General Furd General Fund General Fund
{(millions; {millions) {millions)
($0.4) §2.7 $4.6
Source: Department sf Revenue and Finance {LS8 1140sv.3, PDD)

FILED MAY 6, 1961 BY DENNIS PROUTY, FISCAL DIRECTO
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SENATE/HOUSE FILE 53
BY (PROPOSED DEPARTMENT OF
REVENUE AND FINANCE BILL)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act relating to the updating of the references to the federal
Internal Revenue Code, adopting revisions in the research
activities credit and the earned income credit, and providing
applicability and effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

TLSB 1140DP 74
sc/sc/l4
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Section 1. Section 422.3, subsection 5, Code 1991, is
amended to read as follows:

5. "Internal 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
including January 1, 996 1991, whichever is applicable.

Sec. 2. Section 422.10, unnumbered paragraph 1, Code 1991,
is amended to read as follows:

The taxes imposed under this division shall be reduced by a
state tax credit for increasing research activities in this
state, For individuals, the credit equals six and one-half
percent of the state's apportioned share of the qualifying'
expenditures for increasing research activities. The state's
apportioned share of the qualifying expenditures for
increasing research activities is a percent equal to the ratio
of qualified research expenditures in this state to total
qualified research expenditures. For purposes of this
section, an individual may claim a research credit for
qualifying research expenditures incurred by a partnership,
subchapter S corporation, estate, or trust electing to have
the income taxed directly to the individual. The amount
claimned by the individual shall be based upon the pro rata
share of the individual's earnings of a partnership,
subchapter § corporation, estate, or trust. For purposes of
this section, "qualifying expenditures for increasing research
activities" means the qualifying expenditures as defined for
the federal credit for increasing research activities which
would be allowable under section 41 of the Internal Revenue
Code in effect on January 1, 1596 1991.

Sec. 3. Section 422.12B, subsection 1, Code 1991, is
amended to read as follows:

1. The taxes imposed under this division, less credits
allowed under sections 422.10 through 422.12, shall be reduced
by an earneéd income credit equal to six and one-half percent

-1-
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of the federal basic¢c earned income credit recetved-by-the

taxpayer-under and the health insurance credit provided in

section 32¢k} of the Internal Revenue Code. Any credit in
excess of the tax liability is nonrefundable.

Sec. 4. Section 422.33, subsection 5, unnumbered paragraph
1, Code 1991, is amended to read as follows:

The taxes imposed under this division shall be reduced by a
state tax credit for increasing research activities in this

state equal to six and one-~half percent of the state's
apportioned share of the'qualifying expenditures for
increasing research activities. The state's apportioned share
of the qualifying expenditures for increasing research
activities is a percent equal to the ratio of qualified
research expenditures in this state to the total qualified
research expenditures. For purposes of this subsection,
"qualifying expenditures for increasing research activities”
means the gqualifying expenditures as defined for the federal
credit for increasing research activities which would be
allowable under section 41 of the Internal Revenue Code in
effect on January 1, 996 1991.

Sec. 5, Sections 1, 2, and 4 of this Act are retroactive
to January 1, 1990, for tax years beginning on or after that
date.

Sec. 6. Section 3 of this Act is retroactive to January 1.
1591, for tax years beginning on or after that date.

Sec. 7. This Act, being deemed of immediate importance,
takes effect upon enactment,

EXPLANATION

This bill updates the references to the federal Internal
Revenue Code, including references in the research activities
credit statutes so the provisions of the federal Revenue
Reconciliation Act of 1990 are applicable for Iowa income tax
purposes. The bill also revises the statute for the earned
income credit so the changes in the federal earned income
credit are adopted for tax years beginning on or after January

_2-
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1, 1991. The bill takes effect upon enactment and applies
retroactively to tax years which begin on or after January 1,
1990.

BACKGROUND STATEMENT

SUBMITTED BY THE AGENCY

Section 1 revises subsection 5 of Iowa Code section 422.3
to include the changes made in the Internal Revenue Code 1in
the 1990 calendar year, so¢ that all references to the Internal
Revenue Code in the Iowa Code are deemed to incorporate the
federal income tax changes made by Congress in 1990.

Section 2 revises the research activities credit for state
individual income tax purposes so it includes the changes in
the federal credit that were made in the Revenue
Reconciliation Act of 1990.

Section 3 revises the earned income credit for state
individual income tax purposes so the extensive federal
changes made in the credit in 1990 are adopted.

Section 4 revises the research activities credit for state
corporate income tax purposes so~it includes changes in the
federal credit that occurred in 19990.

Section 5 makes the revision in sections 1, 2, and ¢
retroactive to January 1, 1990, for tax years beginning on or
after that date.

Section 6 makes the revision in section 3 retroactive to
January 1, 1991, for tax years beginning on or after that
date.

Section 7 makes the bill effective as socon as it is

enacted.

LSB 1140DP 74
-3- sc/sc/14.2




SENATE FILE 83

AN ACT
RELATING TO THE UPDATING OF THE REFERENCES TO THE FEDERAL
INTERNAL REVENUE CODE, ADOPTING REVISIONS IN THE RESEARCH
ACTIVITIES CREDIT AND THE EARMED INCOME CREDIT, AND PRO-~
VIDING APPLICABILITY AND EFFECTIVE DATES.

BE [T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

" Section 1. Section 422.3, subsection S, Code 1991, is
armended to read as follows:
5. "Internal Revenue Code” means the Internal Revenue Code
of 1954, prior to the date of its redesignatlion as the

Senate File 83, p., 2

Internal Revenue Code of 1986 by the Tax Reform Act of 1986,
or means the Internal Revenue Code of 1986 as amended Lo and
including Januacy 1, 1998 1991, whichever is appllicable.

Sec. 2. Section 422.10, unoumbered pacagraph L. Code 1991,
is amended to read as follows:

The taxes impoged under this division shall be reduced by a
state tax credlt for increasing research activities in this
state, For individuals, the credit equals six and one-half
percent of the state's appoctioned share of the qualifying
expendltures for increasing research activities. The state's
apportioned share of the quallfylng expenditures for
increasing research activities L3 a percent equal to the ratio
of qualified research expendlitures in this state to total
qualified research expenditures. For purposes of this
section, an individual may claim a research credit for
qualifying research expenditures incurred by a partnership,
subchapter § corporatlion, estate, or trust electing to have
the income taxed directly to the individual., The amount
claimed by the individual shall be based upon the pro rata
share of the individual's earnings of a partnership,
subchapter S corporation, estate, or trust., For purposes of
this section, "qualifying expenditures for increasing reseacch
activities" means the quallfylag expendituces as deflned for
the federal credit for increasing reseacrch activities which
would be allowable under sectlon 41 of the Internal Revenue
Code in effect on January 1, 998 1991,

Sec. 3, Section 422,128, subsection 1, Code 1991, is
amended to read as follows:

1. The taxes imposed under this division. less credits
altlowed under sections 422.10 through 422.12, shall be reduced
by an earned lncome credit equal to six and one-half peccent

of the tederal basic earned income credit received-oy-the
taxpayer-ender and the health insurance credit provided in
section 32¢b} of the I[nternal Revenue Code. Any credit in

excess of the tax liability is nonrefundable.




Senate File 83, p. 3

Sec, 4. Sectlon 422.16, subsectlion 1, Code 1391, is
amended by adding the following new unnumbered paragraph:

HEW UNNUMBERED PAIAGRAPH. For the purposes of this
gubsection, state income tax shall be withheld from pensions,

annuities, other similar periodic payments, and other income

payments of those persons whose primary tesideance is io Lowa
in those clrcumstances in which those persons have Eede?al

income tax withheld from pensions, annulties, other similar
periodic payments, and other income payments under sections
3402(0), 3402(p), 3402({s), 3405({a), and 3405(b) of the
Internal Revenue Code at a rate to be speclflied by the
department.

Sec, 5. Section 422,33, subsection 5, unnumbered paragraph
1, Code 1991, is amended to read as follows:

The taxes imposed under this divislon shall be reduced by a
state tax credit for increasing cesearch activities lo this
state equal to six and one-half percent of the state's
apportioned share of the qualifying expenditures for
Inzteasing research actlvitles. The state's apportioned share
of the gqualifying expenditures for increasing research
activities is a percent equal to the ratio of qualified
research expenditures 1n this state to the total quallfied

“research expenditures. For puctposes of thls subsection,
"qualifylng expenditures for increasing research activities”
means the qualifying expenditures as defined for the federal
credit For increasing research activities wnich would be
allowable under section 41 of the [nternal Revenue Code in
effect on Januacry 1, ¥996 1991.

sec. 6§, Sections 1, 1, and 5 of this Act are retroactive
to January 1, 1990, for tax years beginning on or after that
date.

Sec. 7. Section 3 of this Act is retroactive to Januvary 1,
1991, for tax years beginning on or after that date.

Se¢:. §. Section 4 of thls Act takes effect January 1,

1992, for rax years beginning on or aftec that date.

Senate File 83, p. 4

Sec. 9. This Act, being deemed of Ilmmediate importance,
takes effect upon enactment.

JOE J. WELSH
President of the Senate

ROBERT C. ARNMNOULD
Speaker of the House

I heceby cectify that this bill originated in the Senate and

is known as Senate File 83, Seventy-fourth General Assembly.

JOHN F. DWYER
Secretary of the Senate
Approved . 1991

TERRY E. BRANSTAD
Governor




