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1 Section 1. | NCOVE TAX S| MPLI FI CATI ON PROPCOSAL.

1. Inits aimto sinplify the lowa individual inconme tax
system the general assenbly hereby directs the departnent of
revenue and finance, in consultation with the |egislative
fiscal bureau, to submit to the |egislative service bureau no
| ater than October 1, 1999, a proposal addressing the
simplification of the lowa individual income tax systemwth
procedures for the inplenentation of the proposal for tax
years begi nning on or after January 1, 2000. |In drafting the
sinplification proposal the foll ow ng guidelines shall be
fol | owed:

a. Federal adjusted gross inconme shall be used as the
starting point for conputing state incone tax.

b. Any income tax change shall hold taxpayers harnl ess,
i.e., no taxpayer should have an increase in tax liability
over that under the present system

c. The progressivity of the present |owa individual incone
tax system shall be maintained

d. The current provisions providing for the elimnation of
the marriage penalty shall be nmaintained. The current married
filing separately option should be replaced by a two-earner
credit table that maintains the progressivity of the |owa
i ndi vidual income tax system

e. The number of income tax brackets should be reduced to
not nore than five

2. Upon receipt of the sinplification proposal by the
| egi sl ative service bureau fromthe departnment of revenue and
finance, the legislative service bureau shall draft the
proposal in proper study bill formfor each standing conmttee
on ways and neans denoting that the study bill is proposed by
t he departnment of revenue and finance pursuant to this Act.

As soon as possible, the bureau shall send copies of the

simplification proposal in study bill formto the chairpersons

and ranki ng nenbers of the standing conmittees on ways and

means. The study bill shall be drafted in time for the

begi nni ng of the 2000 regul ar session of the general assenbly.
EXPLANATI ON

This bill directs the departnment of revenue and finance, in
consultation with the legislative fiscal bureau, to submt a
proposal addressing the sinmplification of lowa's individua
incone tax system Cuidelines are set for the departnent and
i nclude: beginning with federal adjusted gross incone,
mai ntai ni ng progressivity of the system not increasing tax
liability fromthe present system naintaining the provisions
that elimnate the nmarriage penalty, establishing a two-earner
credit table in lieu of the current married filing separately
option, and reducing tax rate brackets to not nore than five.
The |l egislative service bureau will draft the proposal as a
study bill for the standing committees on ways and neans.

LSB 1369SC 78
ng/jw'5



