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1 An Act relating to deducti~g a set amount from federal ddjusted 

gross income before ded•:cting net operating loss in computing 

state net income under the state individual income tax and 

including a retroactive applicability date provision. 
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s BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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l S~clion :. Section 422.S, subsections 2 a~d ~, Code 1997, 

2 are antended by striking the subsections. 

J Sec. 2. Secti.or~ 422.5, subsection 8, Code l997, is amer.ded 

1 to read as ~ollows: 

~ R. In addition to the other taxes imposed by this section, 

6 a tax is ~mposed on the amount of a lump sum distribution for 

1 which the taxpayer has elected tande: section 402(e) o~ the 

8 Internal Revert~e Code to be sepatalely taxed fo: federal 

9 income ~ax purposes for the tax yea:. The rate of tax is 

10 equal tn twenty-five percent of the separate federal tax 

ll imposed on the amount c>f the lump sum dcstributi.on. A 

12 nonreside~t is l1able fot this tax only on that portion of the 

1:1 lamp sum distrlbution allocable to Iowa. •he-totat-ame~nt-eE 

14 ~he-!~mp-9~m-di9tr~b~ti~n-stlbjeet-te-9epa~~te-€~cierat-tax 

lS ~htl~~-be-~r.el~ded-±n-net-~ne~me-for-~~rpo9e~-ee-determ±n±ng 

17 te~~-o~-~~ne-thotlsend-dotiar-or-iess-·e~eltlsio~7-d~-app±ieHb!e~ 

lR Sec. 3. Sectiorl 422.7, un~umbered paragraph :, Code 1997, 

19 1s amended to read as follows: 

70 ':'he term "net incorne 11 oeans the adjc:~;~ed gross inco:ne 

2l before the net operw~ing loss deduction as properly computed 

22 tor federal inco~e tax purposes under the Internal Reve::ue 

2:1 Code :nin11s t~en_ty-five thousa::d dollars, 'dilh the follcwing 

24 aojustments: 

2S Sec. 4. Section 422.7, Code 1997, is amended by addi::g the 

26 fo:lo~ing new unnumbered paragraph: 

27 NEW UNN~MBERED PARAGRAPH. In comp~ting net l~COine if the 

2R twe:1ty-f1ve :housa~d dollars to be subtracted exceeds tte 

)9 fedP~a! adjusted gross ~r:come before thP net ope~at1r~g :c,ss 

10 d~duc~~o~, sue~ Pxcess s~al~ be ~sed to o~~set a~y add~t~ons 

21 :-.o ~e ~dde under tr.is sec:.:.on. 

22 Sec. o. Sec:icr. 422.:3, s~bsect.:.on Parac!:'G:J~ J • 

ll ., Cc1de 1997, is a~ertded to read as ~ci:ows: 
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1 accordance with forms and rules prescribed by the director, if 

2 any of the following are applicable: 

3 Sec. 6. Section 422.13, subsection lA, Code '-9~1. :.s 
4 amended by striking the subsection. 

5 Sec. 7. This Act applies retroactively to January l, 1997, 

6 for tax years beginning on or after that date. 

7 EXPLANATION 

8 In computing state net income for purposes of the state 

9 individua~ 1nco~e tax the starting point is federal adjusted 

10 gross income before the federal net operating loss deductio~. 

11 The bill provides that $25,000 shall be deduc~ed from the 

12 federal adjusted gross income amount before de~ermin1ng net 

lJ income. The bill strikes the provision that states that 

14 single filers making less :han $9,000 and married ~ilers 

15 making :ess tha~ $13,500 in net income do not have to pay tax 

16 since both types of filers wOt!ld be able to subtract tlp to 

l7 $25,000. 

18 The bill applies retroactively to January ~. 

19 years beginning on or afte~ that date. 
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