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1 An Act relating to making the state individual income tax a 

3 

4 

2 percent of the federal income tax liability with certain 

adjustments and including effective and applicability date 

provisions. 

5 BE IT ENACTED BY THE GENERAL ASSEMRLY OF THE STATE OF IOWA: 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

·~24 
25 

TLSR 2462XS 77 

mg/sc/14 



H.F. 

1 

2 

DIVISION I -- PERCENTAGE OF FEDERAL TAX LIABILITY 

Section l. Section 422.4, subsection 1, Code 1997, i.s 

3 amended by striking the subsection and inserting in lieu 

4 thereof the following: 

5 1. ''Adjusted federal income tax liability" means the 

6 amount of federal income tax liability, as determined under 

7 the Internal Revenue Code, subtitle A, chapter 1, subchapter 

8 A, parts I (regular tax) and VI (alterniltive minimum tax), and 

9 subchapter D, part I (lump sum distribution tax), for which 

1.0 the taxpayer would have been liable, redttced by any federal 

II income tax credits that may apply, if the taxpayer had paid 

12 federal. income tax based on federal taxable income adjusted as 

13 provided in section 422.7, subsections 1 and 2. 

14 Sec. 2. Section 422.4, subsection 2, Code 1997, 15 amended 

15 by striking the subsection. 

16 Sec. 3. Section 422.4, Code 1997, 1s a~ended by adding the 

17 following new subsection: 

18 N~W SUBSECTION. 9A. ''Net income" means tl'e federal 

19 taxable income as properly computed for federal income lax 

7.0 purposes u::df'r the Internal Revenue Code with the adjc1stme:1ls 

21 made in section 477..7, subsections 1 and 2. 

22 SPc. 4. Section 422.4, St1bsectio:1 16, CodP 1997, is 

23 amended by striking the subsection. 

24 Sec. ~'· Section 422.5, subse<.:tio'1 1, Cod!" ·:')97, is amended 

25 by striking the subsectior1 and inserting in lieu thereof the 

26 following: 

27 1. u. A tax is imposed upon eve~y resider't and 

?8 nonrcs!dent individual or estate and trust, which tax is 

29 levied and shall be collected and paid annually upon and with 

30 respect to net income at ~he rate of twenty~s2ven ~ercent of 

31 tt12 taxJayer's adjti3ted federal income tax lidbility. 

32 b. However, the tax imposed upo .• the inco~e of a 

33 rl()tlr·?~.:cent shall. b~ computed by multiplyir1g the amount of tax 

34 det~rrr:ined under paragraph "a" by a fraction of which tl1e 

1S nonre_;j.Jent's net income allocated to Iowa: as d2t~rmined ~n 
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l section 422.8, subsection 2, is the numerator and the 

2 nonresident's total net income is the denominator. This 

3 provision also applies to individuals who are residents of 

4 Iowa for less than the entire tax year. 

5 c. ( 1) The tax imposed upon the net income of a resident 

6 shareholder in a value-added corporation which has in effect 

7 for the tax year an election under subchapter S of the 

8 Internal Revenue Code and carries on business within and 

9 with011t the state may be computed by reducing the amount 

10 determined pursuant to paragraph "a" by multiplying the amount 

11 by a fraction of which the resident's net income allocated to 

12 Iowa, as determined in section 422.8, subsection 2, paragraph 

13 "b", is the numerator and the resident's total net income is 

14 the denominator. This provision also applies to individuals 

15 who are residents of Iowa for less than the entire tax year. 

16 (2) In order for a resident shareholder in a value-added 

17 corporation which has in effect for the tax year an election 

18 under subchapter S of the Internal Revenue Code and carries on 

19 business within and without the state, to claim the benefits 

20 of apportionment of income of the value-added corporation, the 

21 taxpayer must completely fill out the return, determine the 

22 taxpayer's income tax liability without the benefit of 

23 apportionment of the value-added corporation's income, and pay 

24 the amount of tax owed. The taxpayer shall recompute the 

25 taxpayer's income tax liability, by applying the provisions of 

26 this lettered paragraph on a special return. This special 

27 return shall be filed under rules of the director and 

28 constitutes a claim for refund of the difference between the 

29 amount of tax the taxpayer paid as determined without the 

30 provisions of this lettered paragraph and the amount of tax 

31 determined with the provisions of this lettered paragraph. 

32 (3) This lettered paragraph shall not affect the amount of 

33 the taxpayer's checkoff to the Iowa election campaign fund 

34 under section 56.18, and the checkoff for the fish and ga~e 

~-35 fund in section 456A.l6. 
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l (4) For 

2 claims that 

any tax year, the aggregate amount of refund 

shall be paid pursuant to this lettered paragraph 

3 shall not exceed five million dolla~s. If, for a tax year, 

4 thP aggregatP amount of refund claims filed p;1rsuant to this 

5 lettered paragraph exceeds five mil.Lion dollar•;, each claim 

6 for refund shall be paid on a pro rata basis so that the 

7 aggregate amount of refund claims does not exceed five million 

8 dollars. In the case where refund claims are not paid in 

') full, the amount of the refund to which the taxpayer is 

J 0 entitled under this lettered pardgrc:ph lS the pro rata amount 

ll that was paid and the taxpayer is r10t entitled to a refund of 

12 the unpaid portion and is not entitle<l to carry that amount 

ll forward or backward to another tax year. Taxpayers shall not 

14 use refunds as estimated payments for the suct:eeding tax year. 

l') Taxpayers whose tax years begin on January l must file their 

16 refund claims by October 31 of the calendar year following the 

17 end of their tax year to be eligible for refunds. 

18 whose tax years beg1r1 on a date other than Jar1uary 

Taxpayers 

l must file 

19 their refund claims by the end of. the tenth mo:1th following 

20 thP end of their tax years to be eligible. The depdrtment 

71 shall dp!er~ine on February 1 of the second succeeding 

22 cal••ndar year if the total amount of claims for refund exceeds 

23 five million dollars for the tax year. Notwithsta:Jding any 

24 other provisior1, interest shall not be due on any refund 

25 claims that are paid by the last day of February of the second 

26 suct:E>ecJlng calendar year. If the cL1im is not payc.ble on 

27 Feoruac·y i. of the second succeeding calendar year, because the 

28 taxpayer is a fiscal year filer, then the amour1t of the claim 

29 allowed shall be in the same ratio as the refund cl.aims 

30 available on Febr~ary l of the secoJJ6 succeeding calendar 

3) yea~. These claims shall be funded by moneys iippropriated for 

32 payment of individual income tax refunds. 

31 Sec. 6. Section 4~2.5, s~bsection 2, unnumbered paragraph 

34 l, .:ace 1997, is atT:P,-,ded to rPad as follows: 

JS Ho-. ·""or, Lhe laY. shall not be imposed on a resident or 
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1 nonresident whose net income,-aa-def~~ed-i~-seetio~-4~?.7, is 

2 thirteen thousand five hundred dollars or le00 in the case of 

3 married persons filing jointly or-£ilinq-3epa~ately-on-a 

4 eombi~ed-rettlr~, unmarried heads of household, and surviving 

5 spouses or nine thousand dollars or less in the case of all 

6 other persons7-btlt-in-the-event-thdt_:_·_-=-I-=-f the payment of tax 

7 under this division would reduce the net income ~.LE._ resident 

8 or nonresident to less than thirteen thousand five hundred 

9 dollars or nine thousand dollars as applicable, then the tax 

10 shall be reduced to that amount which would result in allowing 

ll the taxpayer to retain a net income of thirteen thousand five 

12 hundred dollars or nine thousa~d dollars as applicable. The 

13 preceding sentence-does sentences do not apply to estates or 

14 trusts. For the purpose of this subsection, the entire net 

15 income, including any part of the net income not allocated to 

16 Iowa, shall be taken into account. For purposes of this 

17 subsection, net-income ''net income" includes all amounts of 

18 pens1ons or other retirement income received from any source 

19 which is not taxable under this division as a result of the 

20 qovernment-penaion-exe!tl~ions-in-section-42r•t;-or any other 

21 state law. If the combined net income of a hu5band and wife 

22 exceeds thirteen thousand five hundred dollars, neither of 

23 them shall receive the benefit of this subsection, and it is 

24 immaterial whether they f1le a joint return or separate 

25 returns. However, if a husband and wife file separate returns 

26 and have a combined net income of thirteen thousand five 

27 hundred dollars or less, neither spouse shall rece1ve the 

28 benefit of this paragraph, if one spouse has a net operating 

29 loss and elects to carry bacK or carry forward the loss as 

30 provided in seetien-422•9,-sobs~ction-3 the Internal Revenu~ 

31 Code. A person who is claimed as a dependent, as defined i~ 

32 the Internal Revenue Code, by another person as-defined-in 

33 aeetion-4~~.i~ shall not receive the benefit of this 

.,. 34 

.35 

subsection if the person claiming the dependent has net income 

exceeding thirteen thousand five hundred dollars or nine 
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l thousand dollars as applicable or lhe person rlaiming the 

2 depender1t and the person's spouse have combined net income 

3 exceeding thirteen thousand five hundred dollars or nine 

4 thousand dollars as applicable. 

S Sec. 7. Section 422.5, subsection 2, unnumbered paragraph 

6 2, Code 1997, is amended by striking the unn:.Jmbered paragraph. 

7 Sec. R. Section 472.5, subsections 3 through 1~, Code 

8 1997, are amended by striking the subsections. 

9 Sec. 9. Section 422.6, Code 1997, is amended by striking 

10 the section and iiJsertirlg in lieu thereof the following: 

ll 422.6 INCOME fROM ESTATES OR TRUSTS. 

12 The tax imposed by section 422.5 applies to and is a charge 

13 against estates and trusts with respect to their net income, 

14 and the rate is the same as that applicable to individliaJs. 

15 The fiduciary shall make the return of income for the estate 

16 or trust for which the fiduciary acts, whether the inco~e is 

11 taxab~P to the estate or lrust or to the beneficiaries. 

18 Sec. 10. S!"ction 422.7, Code 199/, is amended by str.iking 

19 thl" section and insertir1g in lieJ thereof the following: 

20 4 2 2. 7 !'.DJUST,V.FNTS '1'0 FEDEHI\L TAXI\BLE INCOME. 

21 In determi.nlng the taxpayer's adjuste:1 federal income tax 

22 liability, the taxpayer's federal taxable income shall be 

23 adjusted as provided in subsections 1 and 2. 

24 l. Federal taxable income is increased by the following: 

75 a. Interest and dividends from foreign securities ar1d from 

26 securities of slates and other political subdivisions exempt 

27 from federal incomP tax 11nder the Int~rnal RevenJe Code to Lhe 

28 exte11t not otherwise exempted by this state. 
?9 b. Interest and dividends from regulated investment 

30 compdni•cs exempt from federal income tax under the Internal 
31 Reven11e Code. 

32 2. Federal taxable income is decreased by the following: 

33 a. Int£rest and dividends [;om ~edera! securities. The 

34 am•>..nr rlecreased shail be redt.:ced by .o:ny tn~eres': on 

~s indPh' ~d·1()ss ir.c~rrPd to carry the federal sec:...:r i lies and by 

-s-
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1 any expCIISes incurred in the production of interest and 

2 dividends from the federal securities to the extent deductib1e 

3 in determining federal taxable income. 

4 b. The loss on the sale or exchange of a share of a 

5 regulated investment company held for six months or less to 

6 the extent the loss was disallowed under section 852(b)(4)(B) 

7 of the Internal Revenue Code. 

8 Sec. ll. Section 422.8, subsections 2, 3, and 4, Code 

9 1997, are amended to read as follows: 

10 2. a. Nonresident's net income allocated to Iowa is the 

ll net income, or portion of net income, which is derived from a 

12 business, trade, profession, or occupatior. carried o~ within 

13 this state or income from any property, trust, estate, or 

14 other source within Iowa. However, income derived from a 

15 business, trade, profession, or occupation carried on within 

16 this state and income from any property, trust, estate, or 

17 other source within Iowa shall not include distributions from 

18 pensions, including defined benefit or defined contribution 

19 plans, annuities, individual retirement accounts, and deferred 

20 compensation plans or any earnings attributable thereto so 

21 long as the distribution is directly related to an 

22 individtial's documented retirement and received while the 

23 individual is a nonresident of this state. If a business, 

24 trade, profession, or occupation is carried on partly within 

25 and partly without the state, only the portion of the net 

26 income which is fairly and equitably attributable to that part 

27 of the business, trade, profession, or occupation carried on 

28 within the state is allocated to Iowa for purposes of section 

29 422.5, subsection l, paragraph n;u "a", and section 422.13 and 

30 income from any property, trust, estate, or other source 

31 partly within and partly without the state is allocated to 

32 Iowa in the same manner, except that annuities, interest on 

33 bank deposits and interest-bearing obligations, and dividends 

34 are allocated to Iowa only to the extent to which they are 

35 derived from a business, trade, profession, or occupation 
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carried c;n within the state. 

2 b. A resident's income allocabl~ to Iowa 1s the net income 

1 de~ermined·nnder-~e~tion-t?i71 reduced by items of ir1come and 

4 expenses from a subchapter S corporation which is a value-

S addpd corporation that carries on business within and without 

6 the state when those items of income and expenses pass 

7 dirP<:tly to the sharehol.ders under provisions of the Internal 

8 Revenue Code. These items of income and expenses are 

9 increased by the greater of the following: 

10 (l) The r1et income or loss of the corporation which is 

ll fairly and equitably attributable to this state tinder section 

12 4?.?..31, subsections 2 and 3. 

13 (2) Any cash or the value of property distributions which 

14 are made only to the extent that they are paid from income 

15 upon which Iowa income tax has not been paid, as determined 

16 ttnder rules of the director, reduced by fifty percent of the 

17 amount of any of these distributions that are made to 

18 the shareholder to pay federal income tax on items of 

19 loss, and expenses from the corporation. 

20 3. Cfexeb!-e Net incc,me of resident and nonresident 

21 and trusts shall be allocated in the same manner as 

7.2 individuals. 

er:able 

i r~come, 

estates 

23 4. The amotJrlt of minimum tax paid to another state or 

24 foreigrl country by a resident taxpayer of this state from 

25 preference items derived from sources outside of Iowa shall be 

26 allowed as a credit against tl1e tax computed under this 

27 dlvisio11 except that the credit st.all not exceed whtlt the 

28 ~OdctC:_~ 

29 federal 

of the stdte tax rate times ~he amount of state the 

al!:.ernative rr.inimmn tax wen;±d-have-been o:1 the same 

30 prefe~c;1ce i~~r\s which were taxed by the other state or 

31 foreign country. Tne limitation on this credit shall be 

32 compute~ according to the following formula: The total of 

33 preferer1ce iteffis ea~:led outside of Iclwa and taxe~d by another 

34 st~l0 or fore1gn c<lttntry shall be divided by the total c1f 

35 pre[r cnce itexs ot the resident taxpayer of rowa. fn 
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1 

2 

3 

4 

eomptltin9-thi~-qtloti~nt 7 -those-items-exe!ttdab!e-tlnder-seetion 

4~~.S 7 -~tlb~eetion-l,-pa~a9raph- 0 k 0 7 -sttbparagraph-tit-~ha1!-nbt 

be-ttsed-in-eomptttin9-the-p~efe~enee-items. This quotient 

multiplied timeg Qy the net-state federal alternative minimum 

5 tax a~-d~termined-in·-~eetion-4i2•5 1 -sttbgectinn-l 7 -para9raph 

6 °k 0 on the total of preference items as if entirely earned in 

7 Iowa multiplied by the state tax rate shall be the maximt1m tax 

8 credit B9ain~t-th~-fowa-alternative-minimttm-tax. Howc~er, the 

9 maximum tax credit will shall not be allowed to the extent 

10 that the minimum tax imposed by the other state or foreign 

ll country is less than the maximum tax credit othe_::_~~:;e computed 

12 above. 

13 Sec. 12. 

14 paragraph 1, 

Section 422.13, subsection 1, unnumbered 

Code 1997, is amended to read as follows: 

15 E~eept-as-provided-in-stlbseetion-lA 7 -a ~ resident or 

16 nonresident of this state shall make a return, signed in 

17 accordance with forms and rules prescribed by the director, 

18 any of the following are applicable: 

19 Sec. 13. Section 422.13, sub~ection lA, Code 1997, is 

20 amended by striking the subsection. 

21 Sec. 14. Section 422.14, subsection 1' Code 1997, is 

22 amended to read as follows: 

if 

23 1. A fiduciary subject to taxation under this division, as 

24 provided in section 422.6, shall make a return, signed in 

25 accordance with forms and rules prescribed by the director, 

26 for the individual, estate, or trust for whom or for which the 

27 fiduciary acts, if the ta~able net income thereof amounts to 

28 six hundred dollars or more. A nonresident fiduciary shall 

29 file a copy of the federal income tax return for the current 

30 tax year with the return required by this section. 

31 Sec. 15. 

32 paragraph l, 

Section 422.16, subsection l, unnumbered 

Code 1997, is amended to read as follows: 

33 Every withholding age~t and every employer as defined 1n 

34 this chapter and further defined in the Internal Revenue Code, 

35 with respect to income tax collected at source, making payment 

-8-
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of wag~s to a nonresident employee working in Iowa, or to a 

2 resident employee, shall deduct and withhold from the wages an 

3 amounL which will approximate the employee's annual tax 

4 liability on a calendar year basis, calculated on the basis of 

5 tables to be prepared by the department and schedules or 

6 percentage rates, based on the wages, to be prescribed by the 

7 department. Every employee or other person shall declare to 

8 the employer or withholding agent the number of the employee's 

9 or other person's personal exemptions and dependency 

10 exempti<>ns or credits to be used in applying the tables and 

ll schedules or percentage rates. However, no greater· number of 

17 persor1al or dependency exemptions or credits may be declared 

13 by the employee or other person than the number to which the 

14 employee or other person is entitled excepl as allowed under 

15 section 3402(m)(l) of the Internal Revenue Code end-as-allowed 

16 fo~-the-~htld-aMd-dependent-eare-~redit-provided-±n-section 

17 4~~7l~e. The claiming of exemptions or credits in excess of 
18 entitlemer1t is a serious misdemeanor. 

19 Sec. 16. Section 422.21, unnumbered paragraphs 5 and 6, 

20 Code 190). are amended by striking the• 11nnumbered paragraphs. 

21 Sec. 11. Ser.tion 422.21, unnumbered paragraph 7, Code 

22 1997, lS amended to read as follows: 

23 If married taxpayers file a joint returr~ o~-fHe-seperatety 

24 on-a-eomhined-re~arn-in-aeeordanee-with-raleB-preseribed-by 

2S the-director, both spouses are jointly and seve~ally liable 

26 for th2 total tax due on the return, except wl1~n one spouse 1s 

27 COllSi(1Pred to he .~·1 innocent spouse u11de: criteria establish~d 

28 pursuanc to section G013(e) of the Internal Revenue Code. 

29 Sec. 18. Sections 422.9, 422.10, 422.11A, 422.118, 422.12, 

30 477.1/.S, artd ,; 2 2 . 1 2C, Code 1997, are repealed. 

31 DiVISION I I -- COORD I NA'l'l NG A."iENDMENTS 

32 Sec. 19. Section 56.2, subsection 19, Code l997t lS 

13 amPnded to read as follow:;: 

31 ''} . ''State income tax l1ability" means the state 

35 indiv d•;~l incom~ Lax imposed under section 42?.5 reduced-by 

-9-
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1 the-stlm-of-the-dedtlet~o~~-f~om-the-eom~tl~ed-~ax-e~-provided 

2 tl~der-see~io~-422.t2. 

3 sec. 20. Section 96.3, subsection 4, Code 1997, lS amended 

4 to read as follows: 

5 4. DETERMINATION OF BENEFITS. With respect to benefit 

6 years beginning on or after July l, 1983, an eligible 

7 individual's weekly benefit amount for a week of tolal 

8 unemployment shall be an amount equal to the following 

9 fractions of the individual's total wages in insured work paid 

10 during that quarter of the individual's base period in which 

ll such total wages were highest; the director shall determine 

12 annually a maximum weekly benefit amount equal to the 

13 following percentages, to vary with the number of dependents, 

14 of the statewide average weekly wage paid to employees in 

15 insured work which shall be effective the first day of the 

16 first full week in July: 

17 If the The weekly 

18 number of benefit amount 

19 dependents 

20 is: 

21 

22 

23 0 

24 1 

25 2 

26 3 

27 4 or more 

shall equal the 

following frac­

tion of high 

quarter wages: 

1/23 

1/22 

1/21 

1/20 

l/19 

Subject to the 

following maxi-

mum percentage 

of the statewide 

average weekly 

wage: 

53% 

55% 

57% 

60% 

65% 

28 The maximum weekly benefit amount, if not a multiple of one 

29 dollar shall be rounded to the lower multiple of one dollar. 

30 However, until such time as sixty-five percent of the 

31 statewide average weekly wage exceeds one hundred ninety 

32 dollars, the maximum weekly benefit amounts shall be 

33 determined using the statew1de average weekiy wage computed on 

,. 34 the basis of wages reported for calendar year 1981. As used 

~35 in this section ''dependent" means dependent as defined ±n 

-10-
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1 """+:~on·· 4:2?.. 1:27 -:~t~bseet ion- h • ptl rag rllph- ucu fo c~a te 

2 ind~yidual income_tax purposes, as if the individual claimant 

3 was a taxpayer, except that an individt!al cl.aimant's 

4 nonworKing spouse shall be deemed to be a dependent under this 

5 section. ''Nonworking spouse" means a spouse who does not earn 

6 more than one hundred twenty dollars in gross wages in one 

7 wePk. 

8 Sec. 21. Section 216B. 3, subsection 15, Code 1997, is 

9 amended to read as follows: 

10 15. Develop a pla:1 to provide telephone yellow pages 

ll information without charge to persons declared to be blind 

12 t~nder-the-:~tandards-in-seetion-4ii.~? 1 -st~bseetion-ti-paragraph 

13 ueu. The department may apply for federal funds to support 

14 the service. The program shall be limited in scope by the 

15 availability of funds. For the purpo~e~- of this subsec_lion, 

16 an i_ndividual is blind only if the individual's central visual 

17 acui_!:_y_does not exceed twenty-two hundre<:Jths in the better e~ 

18 with_t:;or_rc:cti~g lens'Cs, or if the_~ndividual 's visual acui_!_y 

19 i2_ gt_Pil~et~han_twent:rtwo hundredths but is accs>!f•panied .!:>~ 

20 l.imita!_;o~\ in ttte fields of vision such that the widest - --·· --- ---- ------

21 ii_amet:~_r of the visual fiel(j subte_!1dS an9_n_9le n()_gre<Jter than 

22 l~en~_y <:J~r_ee_s. 

23 Sec. 22. Section 257.21, unnumbered paragraph 2, Code 

24 1997, i~ amended to read as follows: 

2S The instructional support income surtax shall be imposed on 

26 the state individual income tax for the calendar year during 

27 whi.ch Lhf> school's budget year begins, or for a taxpayer's 

28 fincal year ending during the second half of that calendar 

29 year at!d after the date the board adopts a resolution to 

30 partici~~te in the 1••·ogra~ or the first half of the succeeditlg 

31 calendar year, and shall be imposed on all individuals 

32 residing in the school district on the last day of the 

33 applicable tax year. As used in this section, ''state 

34 individual income tax'' means the taxes computed under section 

35 422.5i-te~s-the-.:~ecltts-~!iowed-i~-eeetien~-4~2.ttA~-4ii•!iB~ 

-ll-
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2 Sec. 23. Section 421.17, subsection 21, paragraph b, 

3 subparagraph (6), Code 1997, is amended to read as follows: 

4 (6) Upon the request of a debtor or a debtor's spouse to 

5 the child support recovery unit, the foster care recovery 

6 unit, or the investigations division of the department of 

7 inspections and appeals, filed within fifteen days from the 

8 mailing of the notice of entitlement to a refund or rebate, 

9 and upon receipt of the full name and social security r1umber 

10 of the debtor's spouse, the unit or division shall notify the 

11 department of revenue and finance of the request to divide a 

12 joint income tax refund or rebate. The departmer1t of revenue 

13 and finance shall upon receipt of the notice divide a joint 

14 income tax refund or rebate between the debtor and the 

l'i 

16 

17 

18 

19 

20 

21 

22 

23 

debtor's spouse in proportion to each spouse's net income as 

determ~ned-ttnder-~eet~on-4:2:2:-1 defined in section 422.4. 

Sec. 24. Section 421.17, subsection 23, paragraph f, Code 

1997, is amended to read as follows: 

f. Upon the timely request of a defaulter or a defaulter's 

spouse to the college student aid commission and upon receipt 

of the full name and social security number of the defaulter's 

spouse, the commission shall notify the department of revenue 

and finance of the request to divide a joint ir1come lax refund 

24 or rebate. The department of revenue and finance shall upon 

25 receipt of the notice divide a joint income tax refund or 

26 rebate between the defaulter and the defaulter's spouse in 

27 proportion to each spouse's net income as determ~ned-ttnde~ 

28 ~eetion-4?:2:-1 defined in section 422.4. 

29 Sec. 25. Section 421.17, subsection 25, paragraph e, Code 

30 1997, is amended to read as follows: 

31 e. Upon the request of a debtor or a debtor's spouse to 

32 the department, filed within fifteen days from the mailing of 

33 the notice of entitle~enl to a refund or rebate, and upon 

receipt of the full name and social security number of the 

debtor's spouse, the department shall divide a joint income 

-12-
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1 t~x refund or rebate between Ll1e debtor and ti!P debtor's 

7 spouse ln proportion to each 5pouse's net inccne as determi-ned 

3 nnder-scctien-1i2·~ defined in section 422.4. 
---·- -·--·--- ---· . ---------

4 Sec. 26. Section 427.32, unnumbered paragraph 2, Code 

5 1997, is amended to read as follows: 

6 The words, terms, and phras<>s defined in di.vision II, 

'I section 422.4, subseclions 4 to 6, 8, 9, 13, a!\d JS te~nd 

8 17, when used in this division, shall have the meanings 

9 ascribed to them 1n said section except where the context 

10 clearly indicates a different meaning. 

ll Sec. ?7. Section 4220.2, Code 1997, 1s ame~ded to read as 

12 follows: 

13 4220.2 LOCAL INCOME SURTAX. 

14 A county may impose by ordinance a local income surtax as 

IS provided in section 42?D.l at the rate set by the board of 

16 supervisors, of up to one percent, on the state individual 

17 income tax of each individual residing in the county at the 

18 end of the individual's applicable t.o:x year. However, the 

19 cumulative total of the perce;Jts of income surlax imposed on 

~0 any taxpayer in the county shall not exceed twer:ty percent. 

21 The reason for imposing the surtdx and the amc>unt needed shdll 

22 be set out in the ordinance. The surtax rate shall be set to 

7.3 raise only the amount needed. For purposes of thi.s sect 1011, 

24 "sLate individual income tax'' means the tax computed under 

?5 section 422.5 7 -!es~-the·eredits-eilewed-in-sec~iens·•~?;ilA, 

26 42i;i!S7·4~?.t~e7-4i?~~? 7 -and-4ii;liB. 

27 SPc;. 28. sccti.on 425.17, subsecti·_)n 7, Code 1997, is 

28 amended to read as follows: 

29 7. ' Income" means the sum of Iowa net income as defined i;l 

30 section 'ir~d '!._22.4, plus all of the foi~owing to the extent 

)l nor. 6lrPady included in Iowa ne!". income: cz:.pital ga1ns, 

l? a1irnc":y, child support mor.ey, cash pub-'-ic ac-s!c;ta:~ce and 

13 rc:ie~. except properly tax relie~ gr.1•1ted Gnder this 

34 (il\'J:~·on, amount of in-kind assistance for ho~si:1g expe:1ses, 

3S the <~··o,-~s .::.mount nf any pens:.or. or annui~_y, includir:g 'out- no~ 
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1 limited to railroad retirement benefits, payments received 

2 under the federal Social Security Act, except child insurance 

3 benefits received by a member of the claimant's household, and 

4 all military retirement and veterans' disability pensions, 

5 interest received from the state or federal govertlmetlt or any 

6 of its instrumentalities, workers' compensaL1on and the gross 

7 amount of disability income or "loss of time" insurance. 

8 "Income" does not include gifts from nongovernmental sources, 

9 or surplus foods or other relief in kind supplied by a 

10 governmental agency. In determining income, net operating 

11 losses and net capital losses shall not be considered. 

12 Sec. 29. Section 450.4, subsection 5, Code 1997, is 

13 amended to read as follows: 

14 

15 

16 

17 

5. 

which 

4i!i!.-'1 

which 

On the value of that 

will be includable as 

422.4 as --- received by a 

was purchased under an 

portion of installment payments 

net income as defined in section 

beneficiary under an annuity 

employees pension or retirement 

'-18 plan. 
19 Sec. 30. Section 476.6, subsection 1, unnumbered paragraph 

20 2, Code 1997, is amended to read as follows: 

21 A subscriber of a telephone exchange or service, who is 

22 declared to be legally blind tlnder-~eetion-4i!2.-t2y-~tlb~eetion 

23 l,-paraqraph-ueu, is exempt from any charges for telephone 

24 directory assistance that may be approved by the board. ~or 

25 the purposes of this paragraph, an individual is 1ega_~_!y_ ?}_.!:nd 

26 only if the individual's central visual acuity docs~~~ ex~~ed 

27 twenty-two hundredths in the better eye with ~orre_~~in9 

28 lenses, or if the individual's visual acuity is ~reater than 

29 twenty-two hundredths '?.!!..!:2.~~-companied by a limitation in 

30 the fields of vis1on such that the widest diameter of the 

31 visual field subtends an angle no greater than twenty degrees. 

32 Sec. 31. Section 541A.2, subsection 7, unnumbered 

33 paragraph 1, Code 1997, is amended to read as follows: 

An individual development account closed in accordance with 

this subsection is not subject to the limitations and benefits 
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prov;ded by ~h~s chapt~r bul is s~Lject tc state t~x ln 

2 a~coy~~~cP wi.th t}&e provisions of ~eet~e~--(2~;~;-~~b~ect~on 

3 7.8,-end section 450:4: subsection 0. An individual 

4 d£~velopment. account may be closed for .3-ny of: the follo~tling 

5 reasons: 

6 Sec. 32. Section 514A.3, subsecli.on 2, Code 199'/, is 

7 amended by striking the subsection. 

8 DIVISION III -- EFFECTIVE AND APPLICABILITY DAT~ PROVISIONS 

9 Sec. 33. This Act takes effecl January l, 1998, and 

10 applies to tax years beginning on or after Jar1uary l, 1998. 

11 EXPLANATION 

12 Division I of this bill makes the state indivi.dual income 

13 tax equal to 27 percent of the taxpayer's adjusted federal 

14 income tax liability less federal credits allowed and repeals 

15 all the individual Iowa income tax credits and deductions 

16 including federal tax deductibility. The federal income tax 

17 liability is adjusted by determining what the federal 

18 liability would be if interest and dividends from federal 

19 securities were not taxed and interest and dividends from 

20 state a~d foreign securities were taxed. 

21 Division II of this bill contains coorninaling amendments 

22 as a result of the change in the stat.e individual i.ncome tax. 

23 The bill takes effect Ja~uary l, 1998, and applies to tax 

24 years beginning on or after that date. 

25 

26 

27 

28 

29 

30 

11 

n 
.13 

34 
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