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A BiLL FOR

An Act relating to deducting a set amount from federal adiusted
gross 1lncome before deducting net operating loss in computing
state net income under the state individual income tax and
including a retroactive applicability date provision.

BE IT ENACTED BY THE GENERAL ASSEMBLY QF THE STATE OF IOWA:
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Seclion 1. Section 422.%5, subsections 2 and 1, Code 1997, ‘
are amended by striking the subsections.

Sec. 2. Section 422.5, subsection 8, Code 19497, 1z amended
to read as follows:

8. In addition to the other taxes 1lmposed by this section,
a tax is imposed on the amount of a lump sum distribution for
which the taxpaver has elected under section 402(e) of the
Internal Revenue Code t0 be separately taxed for federal
income {ax purposes for the tax year. The rate of tax 1s
equal to twenty-tive percent of the separate federal tax
imposcd on the amcount of the lump sum distribution. &
nontresident is liable for this tax only on that portion of the
lump sum distribution allocable to Iowa. Phe-totat-amount-of
the-iamp-aum-distributron-subiect-to-separate-fadaral-tax
shali-be-tnetuded-in-net~:rncome-for-purposes-of-determiniag
ettgrbrlity-under-the-thirteen-theusand-£five-sundred-dottar-or
tess-or-nitne-thousand-dotiar-er-tesg-exctusions-as-appiteuables

Sec. 3. Section 422.7, unrumbered paragraph ., Code 1997, .

amended to read as follows:

P
Ut

The term "net incomre" means the adjusted gross income
before the net operating i1oss deduction as properly computed
tor federal income tax purposes under the Internal Revenue

Code minus twenty-five thcusané dollars, with the folicwing

adjustments:
Sec. 4. Sectiocn 422.7, Code 1997, is amended by adding the
following new unnumbered paragraph:
NEW UNNUMBERED PARAGRAPH. In computing net 1ncome if the
o

twentv-£flve fhousanrnd dollars to be subtracted exceeds the

federal adjusted gross Income before the net operating 1oss

decduction, such excess shail be used to cffset any addltlions

to be macde under this section.
sec. >. Secricn 422,217, subsectlion 1, unnutbered paragragh

.. Code 1997, is anmended to read as follows:
Exvens-as-provided-in-unbsectian-3Ry-a A resident ov

nonresident of thils state 3hall make a return, signed in .
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s.r. 261 &.r.

accordance with forms and rules prescribed by the director, 1if
any of the following are applicable:

Sec. 6. Section 422.13, subsection 1A, Code 1997, :s
amended by striking the subsection.

Sec. 7. This Act applies retroactively to January 1, 1997,
for tax years beginning on or after that date.

EXPLANATION

In computing state net income for purposes of the state
individual 1income tax the starting point 1s federal adjusted
gross income before the federal net operating loss deduction.
The bill provides that $25,000 shall be deducted from the
federal adjusted gross income amount before determining net
income. The bill strikes the provision that states that
single filers making less =than $9,000 and married £ilers
making less than $13,500 in net income cdo not have to pay tax
since both types of filers would be able to subtract up to
$25,000.

The bill appliesg retroactively to January i, 1997, for tax

years beginning on or after that date.
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