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CH. 1111CH. 1111

CHAPTER 1111

MILITARY SERVICE TAX CREDIT

H.F. 2751

AN ACT relating to eligibility for the military service property tax credit and exemption and
including effective and applicability date provisions.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 426A.11, subsection 4, Code Supplement 2005, is amended to read as
follows:
4. For purposes of this chapter, unless the context otherwise requires, “veteran” alsomeans

a resident of this state who is a former member of the armed forces of the United States and
who served for aminimumaggregate of three years eighteenmonths andwhowas discharged
under honorable conditions. However, “veteran” also means a resident of this state who is a
former member of the armed forces of the United States and who, after serving fewer than
eighteen months, was honorably discharged because of a service-related injury sustained by
the veteran.

Sec. 2. STATE FUNDING. The military service tax credits and exemptions provided pur-
suant to this Act shall be funded pursuant to chapter 426A and section 25B.7, subsection 2.

Sec. 3. EFFECTIVE ANDAPPLICABILITY DATES. This Act, being deemed of immediate
importance, takes effect upon enactment and applies to military service tax exemptions and
credits for taxes due and payable for fiscal years beginning on or after July 1, 2006.

Approved May 8, 2006

_________________________

CH. 1112CH. 1112

CHAPTER 1112

INCOME TAXATION OF ELDERLY PERSONS

S.F. 2408

AN ACT relating to elderly income tax relief by providing for an elderly taxpayer income tax
exclusion and the phasing out of the income tax on social security benefits and including
effective and applicability date provisions.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. Section 422.5, Code 2005, is amended by adding the following new subsection:
NEW SUBSECTION. 2A. However, the tax shall not be imposed on a resident or nonresi-

dent who is at least sixty-five years old on December 31 of the tax year andwhose net income,
as defined in section 422.7, is twenty-four thousand dollars or less in the case of married per-
sons filing jointly or filing separately on a combined return, unmarried heads of household,
and surviving spouses or eighteen thousand dollars or less in the case of all other persons; but
in the event that the payment of tax under this division would reduce the net income to less
than twenty-four thousand dollars or eighteen thousand dollars as applicable, then the tax
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shall be reduced to that amount which would result in allowing the taxpayer to retain a net
income of twenty-four thousand dollars or eighteen thousand dollars as applicable. The pre-
ceding sentence does not apply to estates or trusts. For the purpose of this subsection, the en-
tire net income, including any part of the net income not allocated to Iowa, shall be taken into
account. For purposes of this subsection, net income includes all amounts of pensions or other
retirement income received fromany sourcewhich is not taxable under this division as a result
of the government pension exclusions in section 422.7, or any other state law. If the combined
net income of a husband andwife exceeds twenty-four thousand dollars, neither of them shall
receive the benefit of this subsection, and it is immaterial whether they file a joint return or
separate returns. However, if a husband and wife file separate returns and have a combined
net income of twenty-four thousand dollars or less, neither spouse shall receive the benefit of
this paragraph, if one spouse has a net operating loss and elects to carry back or carry forward
the loss as provided in section 422.9, subsection 3. A person who is claimed as a dependent
by another person as defined in section 422.12 shall not receive the benefit of this subsection
if the person claiming the dependent has net income exceeding twenty-four thousand dollars
or eighteen thousand dollars as applicable or the person claiming the dependent and the per-
son’s spouse have combined net income exceeding twenty-four thousand dollars or eighteen
thousand dollars as applicable.
In addition, if the married persons’, filing jointly or filing separately on a combined return,

unmarried head of household’s, or surviving spouse’s net income exceeds twenty-four thou-
sand dollars, the regular tax imposed under this division shall be the lesser of the maximum
state individual income tax rate times the portion of the net income in excess of twenty-four
thousanddollars or the regular tax liability computedwithout regard to this sentence. Taxpay-
ers electing to file separately shall compute the alternate tax described in this paragraphusing
the total net income of the husband and wife. The alternate tax described in this paragraph
doesnot apply if one spouseelects to carrybackor carry forward the loss asprovided in section
422.9, subsection 3.
This subsection applies even though one spouse has not attained the age of sixty-five, if the

other spouse is at least sixty-five at the end of the tax year.
This subsection is repealed January 1, 2009.

Sec. 2. Section 422.5, Code 2005, is amended by adding the following new subsection:
NEW SUBSECTION. 2B. However, the tax shall not be imposed on a resident or nonresi-

dent who is at least sixty-five years old on December 31 of the tax year andwhose net income,
as defined in section 422.7, is thirty-two thousand dollars or less in the case ofmarried persons
filing jointly or filing separately on a combined return, unmarriedheads of household, and sur-
viving spouses or twenty-four thousand dollars or less in the case of all other persons; but in
the event that the payment of tax under this division would reduce the net income to less than
thirty-two thousand dollars or twenty-four thousand dollars as applicable, then the tax shall
be reduced to that amount which would result in allowing the taxpayer to retain a net income
of thirty-two thousand dollars or twenty-four thousand dollars as applicable. The preceding
sentence does not apply to estates or trusts. For the purpose of this subsection, the entire net
income, including any part of the net incomenot allocated to Iowa, shall be taken into account.
For purposes of this subsection, net income includes all amounts of pensions or other retire-
ment income received from any source which is not taxable under this division as a result of
the government pension exclusions in section 422.7, or any other state law. If the combined
net income of a husband and wife exceeds thirty-two thousand dollars, neither of them shall
receive the benefit of this subsection, and it is immaterial whether they file a joint return or
separate returns. However, if a husband and wife file separate returns and have a combined
net income of thirty-two thousand dollars or less, neither spouse shall receive the benefit of
this paragraph, if one spouse has a net operating loss and elects to carry back or carry forward
the loss as provided in section 422.9, subsection 3. A person who is claimed as a dependent
by another person as defined in section 422.12 shall not receive the benefit of this subsection
if the person claiming the dependent has net income exceeding thirty-two thousand dollars or
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twenty-four thousand dollars as applicable or the person claiming the dependent and the per-
son’s spouse have combined net income exceeding thirty-two thousand dollars or twenty-four
thousand dollars as applicable.
In addition, if the married persons’, filing jointly or filing separately on a combined return,

unmarried head of household’s, or surviving spouse’s net income exceeds thirty-two thousand
dollars, the regular tax imposed under this division shall be the lesser of the maximum state
individual income tax rate times the portion of the net income in excess of thirty-two thousand
dollars or the regular tax liability computed without regard to this sentence. Taxpayers elect-
ing to file separately shall compute the alternate tax described in this paragraphusing the total
net income of the husband and wife. The alternate tax described in this paragraph does not
apply if one spouse elects to carry back or carry forward the loss as provided in section 422.9,
subsection 3.
This subsection applies even though one spouse has not attained the age of sixty-five, if the

other spouse is at least sixty-five at the end of the tax year.

Sec. 3. Section 422.5, subsection 7, Code 2005, is amended to read as follows:
7. In addition to the other taxes imposed by this section, a tax is imposed on the amount of

a lump sumdistribution forwhich the taxpayer has elected under section 402(e) of the Internal
RevenueCode to be separately taxed for federal income tax purposes for the tax year. The rate
of tax is equal to twenty-five percent of the separate federal tax imposed on the amount of the
lump sumdistribution. A nonresident is liable for this tax only on that portion of the lump sum
distribution allocable to Iowa. The total amount of the lump sum distribution subject to sepa-
rate federal tax shall be included in net income for purposes of determining eligibility under
the thirteen thousand five hundred dollar or less or nine thousand dollar or less exclusion, as
applicable subsections 2 and 2A or 2B, as applicable.

Sec. 4. Section 422.7, subsection 13,CodeSupplement 2005, is amended to read as follows:
13. a. Subtract, to the extent included, the amount of additional social security benefits tax-

able under the Internal Revenue Code for tax years beginning on or after January 1, 1994, but
before January 1, 2014. The amount of social security benefits taxable as provided in section
86 of the Internal Revenue Code, as amended up to and including January 1, 1993, continues
to apply for state income tax purposes for tax years beginning on or after January 1, 1994, but
before January 1, 2014.
b. (1) For tax years beginning in the 2007 calendar year, subtract, to the extent included,

thirty-two percent of taxable social security benefits remaining after the subtraction in para-
graph “a”.
(2) For tax years beginning in the 2008 calendar year, subtract, to the extent included,

thirty-two percent of taxable social security benefits remaining after the subtraction in para-
graph “a”.
(3) For tax years beginning in the 2009 calendar year, subtract, to the extent included, forty-

three percent of taxable social security benefits remaining after the subtraction in paragraph
“a”.
(4) For tax years beginning in the 2010 calendar year, subtract, to the extent included, fifty-

five percent of taxable social security benefits remaining after the subtraction in paragraph
“a”.
(5) For tax years beginning in the 2011 calendar year, subtract, to the extent included, sixty-

seven percent of taxable social security benefits remaining after the subtraction in paragraph
“a”.
(6) For tax years beginning in the 2012 calendar year, subtract, to the extent included, sev-

enty-seven percent of taxable social security benefits remaining after the subtraction in para-
graph “a”.
(7) For tax years beginning in the 2013 calendar year, subtract, to the extent included,

eighty-nine percent of taxable social security benefits remaining after the subtraction in para-
graph “a”.
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c. Married taxpayers,who file a joint federal income tax return andwhoelect to file separate
returns or who elect separate filing on a combined return for state income tax purposes, shall
allocate between the spouses the amount of benefits subtracted under paragraphs “a” and “b”
from net income in the ratio of the social security benefits received by each spouse to the total
of these benefits received by both spouses.
d. For tax years beginning on or after January 1, 2014, subtract, to the extent included, the

amount of social security benefits taxable under section 86 of the Internal Revenue Code.

Sec. 5. EFFECTIVE AND APPLICABILITY DATE PROVISIONS.
1. The section of thisAct enacting section 422.5, subsection 2A, takes effect January 1, 2007,

and applies to tax years beginning on or after January 1, 2007, but before January 1, 2009.
2. The section of thisAct enacting section 422.5, subsection 2B, takes effect January 1, 2009,

for tax years beginning on or after that date.
3. The section of thisAct amending section 422.5, subsection 7, takes effect January 1, 2007,

for tax years beginning on or after that date.
4. The section of this Act amending section 422.7, subsection 13, takes effect January 1,

2007, for tax years beginning on or after that date.

Approved May 22, 2006

_________________________

CH. 1113CH. 1113

CHAPTER 1113

MEDICAL ASSISTANCE PROGRAM — PERSONAL NEEDS ALLOWANCE

H.F. 2319

ANACT relating to the personal needs allowance amount for residents of nursing facilities un-
der the medical assistance program.

Be It Enacted by the General Assembly of the State of Iowa:

Section 1. NEW SECTION. 249A.30A MEDICAL ASSISTANCE — PERSONAL NEEDS
ALLOWANCE.
The personal needs allowance under the medical assistance program, which may be re-

tained by a resident of a nursing facility as defined in section 135C.1, shall be fifty dollars per
month.

Approved May 22, 2006


