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Welcome

Kraig Paulsen
Director, lowa Department of Revenue



Disclaimer

This presentation is intended for general educational purposes only,
nothing should be construed as legal advice. The lowa Department of
Revenue could take a contrary position in the future to one stated in this
presentation.

Any oral or written opinion by Department personnel not pursuant to a
Petition for Declaratory Order under 701 IAC 7.24 is not binding upon the
Department.
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About the Department

Mission

To serve lowans and support State Government by collecting all taxes
required by law, but no more.

Vision

lowa will be a state where it is easy to understand and comply with tax
obligations for all lowa tax filers
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Update from Tax Management Division

Mary Mosiman
Deputy Director and Division Administrator

mary.mosiman@iowa.qgov 515-518-9207




Returns and Refunds - 3 years to Date

CONSUMER USE
CORPORATE
INDIVIDUAL
RETAIL SALES
RETAIL USE
WITHHOLDING
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2021
Returns Refunds

21680 131
91918 2250
1731095 1081786
309718 4443
47535 656
309842 3763

2,511,788.00 1,093,029.00

S Refunds
$624,220.17
$52,768,270.29
$833,653,991.80
$13,125,540.50
$2,563,951.07
$19,336,218.67
$922,072,192.50

2020
Returns Refunds
27,779.00 139.00

89,808.00 2,505.00
1,718,895.00 1,139,396.00
370,878.00 2,072.00
63,098.00 290.00
398,845.00 2,050.00
2,669,303.00 1,146,452.00

2019
$ Refunds Returns Refunds
$2,091,856.33 28,118.00 212.00

$41,591,850.03 86,839.00 2,591.00
$848,934,223.11 1,677,539.00 1,087,114.00
$8,293,517.03  351,637.00 1,490.00
$4,092,445.85 64,798.00 372.00
$16,452,258.12  400,605.00 1,966.00
$921,456,150.47 2,609,536.00 1,093,745.00

$ Refunds
$3,928,218.18
$42,345,352.20
$783,857,492.86
$7,162,600.95
$2,976,615.38
$16,232,740.53
$856,503,020.10



Returns Processed

Individual Income Tax Return Processing as of 12/13/2021

Weekly Electronic Return Volume - Returns Processed

250,000
200,000 - :
Year-to-Date Processing Totals - Returns Processed
Year &
120,000} Percent Percent
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Monthly Paper Deposit Comparison
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Customer Call Center
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Year: 2021
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec
Week Start Date
Total Calls Offered 18,551 20,021 25,955 20,496 14,931 16,478 15,685 13,120 12,948 12,928 11,950 3,340
Average Wait Time 0:56 0:47 0:46 0:57 1:20 1:56 2:15 0:58 1:52 1:36 1:05 1:46
Abandoned % 3% 2% 2% 3% 4% 6% 7% 3% 6% 5% 3% 5%
Average Call Time 4:33 3:50 4:14 4:19 4:14 4:34 5:01 4:49 5:04 SEile) 5:22 6:10
Year: 2020
Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec
Week Start Date
Total Calls Offered 22,572 20,193 22,220 16,912 10,728 10,543 12,858 10,257 12,192 11,133 10,733 11,722
Average Wait Time 1:04 0:50 1:29 0:42 1:20 0:31 0:58 0:44 0:35 0:27 0:29 0:26
Abandoned % 7% 5% 7% 3% 2% 3% 4% 4% 3% 2% 2% 2%
Average Call Time 5:13 4:17 4:14 4:50 4:14 4:34 5:07 5:50 5:23 5:35 4:29 4:20
Year: 2019
T Jan Feb Mar Apr May Jun Jul Aug Sept Oct Nov Dec
Total Calls Offered 27,390 23,460 30,526 29,563 17,650 13,272 19,014 11,604 10,768 15,203 9,152 10,376
Average Wait Time 18:36 9:39 10:12 11:34 10:33 10:36 17:02 6:22 7:18 7:59 4:20 3:57
Abandoned % 58% 22% 31% 33% 30% 31% 43% 23% 22% 24% 14% 13%
Average Call Time 6:22 4:49 5:02 5:27 5:44 6:16 6:29 6:11 6:06 555 5:30 6:30

* Partial month stats (Dec 1-12)
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Economic Update

Robin Anderson
Chief Economist and Division Administrator

robin.anderson@iowa.gov 515-423-8005




Takeaways

* The recovery from the COVID-induced recession is unlike
any other

« Labor supply challenges persist despite elevated
unemployment rate
* Inflation is back!



Very Different Recessions
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Reserve FRED, Bureau of
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lowa GDP Above Previous Peak

Comparing real GDP
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Sources: St. Louis Federal
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Different Magnitudes
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Comparing stimulus packages

$0.83

ARRA

$5.21

Total COVID-related stimulus

Sources: KPMG
(https://institutes.kpmg.us/content/
dam/institutes/en/government/pdfs/
2020/cares-oversight-paper.pdf)
and Investopedia
(https://www.investopedia.com/gov
ernment-stimulus-efforts-to-fight-
the-covid-19-crisis-4799723).




What does all this stimulus mean?

 Household checks and extended unemployment benefits

supported households

« Boosting the savings rate for high- and middle-income
households

« Keeping spending afloat for lower income households

* Monetary stimulus supported financial markets
« Lots of cash going to state and local governments
Now there is inflation!
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Unemployment rates
lowa vs. U.5
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Federal Reserve FRED,
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lowa job postings
percent change since Feb. 2020
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More Job Openings Than Unemployed

lowa job openings versus unemployed
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Throwing in the Towel

U.S. quit rates by sector
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Upward Pressure on Wages

U.S. average hourly earnings, relative to January 2020
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Why aren’t people working?

« Possible explanations for lower participation
« Extra savings from stimulus
« Early retirements
« Lingering child care gaps
« Desired career changes



Sources: Bureau of Economic
Analysis and St. Louis Federal

Reserve FRED.
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Divergent Spending Patterns

U.S. personal spending
percentage change since January 2020
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No Longer Transitory

Consumer Price Index (CPI) and Personal Consumption
Expenditure (PCE) inflation

Sources: Bureau of Economic
Analysis and Bureau of Labor
Statistics, St. Louis Federal
Reserve FRED.

Recession shading in grey.

Year over year percentage change
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Inflation for the Basics

Consumer price index (CPI),
relative to January 2020

Food at home
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More Volatile Prices

Consumer price index (CPI),
relative to January 2020
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Inflation Returns

- Potential explanations for the surge
« Supply chain issues raising input and delivery costs
« Building wage pressures passed along in some
sectors
« Some increases are COVID related



What does all this mean for households?

 Wage growth is happening, but consumers are facing
highest inflation in almost 40 years

« Stimulus payments and extended unemployment benefits
are fading and so is savings cushion

« At some point, higher inflation will lead to higher interest
rates



What does all this mean for lowa?

* |owa farmers benefit from government transfer payments,
rising commodity prices, and booming exports; higher
Input prices and supply chain are risks

« Strong stock market helping finance companies

« Higher input prices, delivery times, and labor supply weigh
on manufacturing

Labor shortages will continue to challenge lowa employers



Policy Directors

Michael Mertens — Policy Director, Pass-Thru Entities
michael.mertens@iowa.gov 515-587-0458

Ben Clough — Policy Director, Corporation Income Tax
ben.clough@iowa.gov 515-587-0662

Tim Reilly — Policy Director, Sales and Excise Tax
tim.reilly@iowa.gov 515-782-0535

Kurt J. Konek — Policy Director, Individual Income Tax
kurt.konek@iowa.gov 515-587-0440
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What if you need Guidance?

lowa Tax Guidance
e tax.iowa.gov/request-tax-quidance

Declaratory Order (DO)

« Any person may petition an agency for a declaratory order as to the
applicability to specified circumstances of a statute, rule, or order
within the primary jurisdiction of the agency.

 www.leqis.iowa.gov/docs/iac/rule/701.7.24.pdf

« Declaratory Order requests may be submitted through
GovConnectlowa.

Iowa Department of
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Additional Disclaimer

All information shown is fictional data created in a testing environment.
No real taxpayer information was used.

34



GovConnectlowa Overview

——
GovConnectlowa
e o

Log in

Forgot password?

> Customer Centric

Create a Logon

> User-Friendly

> Secure

Registration Updates & Changes Returns & Payments > U pd ate ab | e

Begin your registration for a new permit or license. Renew, cancel or make changes to your existing permits

Submit returns, make payments, or find a saved draft of a
and licenses.

return.

> Register for a New Business (Requires Logon) > Login to Your Account > File a Return
> Sign-Up for GovConnectlowa > Make a Payment
> Register as a Certified Service Provider > Find a Saved Return Draft

@ govconnectiowa.g Dv|

35




Who will use GovConnectlowa?

Revenve M=

sssssssss

¥DIA i

d.\ﬁi .

GovConnectlowa currently serves:

* Businesses with employees
* Businesses that sell:

Taxable tangible personal property
Taxable services and specified digital
products

lowa lottery products

Liquor, wine, beer, wine coolers, and
native distilled spirits

Food products

36



Avalilable November 15, 2021

« Business Permit and License Registration
* Income Tax Withholding
« Sales and Use Tax
* Local Option Sales Tax
« Automobile Rental Tax
« 911 Fees
« Hotel and Motel Tax
« Water Service Excise Tax
* Fuel Tax

37



GovConnectlowa Partner Agencies

lowa Department of Revenue
« Several online tasks available - most online functionality

lowa Department of Inspections and Appeals
 Renew Food or Lodging licenses

lowa Alcoholic Beverages Division
* Apply and renew licenses

lowa Lottery Authority
» Apply for a lottery license

lowa Department of ALCOHOLIC 1ONA R {
REVENUE N} @ DIA iatottery ,

| State of lowa Woo Hoo for You




A peek inside GovConnectlowa

—_
GovConnectlowa
S

ABBOTT ENTERPRISES
1304009005

M ST

ANKENY L4 50021

Summary Action Center @ Settings  More..

Sales: 3-00-903801

1234 MAIN ST Account
ANKENY 1A 50021 3.00-903501

Action Centar ligms @

$0.00

Withhelding: 3-00-903701

- Account

$3,500.00

Stay informed, subscribe to updates!

Meed Help? Contact Us

° 0

Welcome, Jack Abbott

Manage My Profis

Make a Fayment

File. Amend, or View Returns

Make 5 Payment

Filg, Amand, of Vigw Retuimg
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/\
GovConnectlowa
SO

ABBOTT ENTERPRISES

Summary AclionCentmo Settings

Q

A peek inside GovConnectlowa

° O

Welcome, Jack Abbott

Manage My Pr

4 Submissions

Search foe peeviou

(3] Messages

1 Letters

View letters

Revenuve

> View Letters

2} Returns & Payments

Manage returns and payments for this account

ner Use Tax Retumn

> Request a Pyyment Agreement

2 Names & Addresses
View and update your account informaton

> Manage

James & Addresses

uest Legal Name Char

> Manage Officials

U GovConnectlowa Access

View and manage access to GevConnectiows accounts

2 View and Manage Users with

> Delete My Profile

40



A peek inside GovC

onnectlowa

types to an ensting
unts, of request » change
¢ SePIAte tax returng

you must add an

yrrent 1ax a¢
in filing frequency. if you plan

for multeple

ns or busin

account for each

> Add New Tax Account or Tax Type

a» Third Party Authorization

Geant and revoke 8 third party's suthority to act an your

behalf or designate yourself as a taxpayer’s representative

B Manage Other Licenses

Manage your Ienses with State of lows agent

Authonity Licenses

Hazardous Materials Permit

& Refunds

Regquest a replacement refund check

? Reguest Refund Check Replacement (Warrant)

B Appeals & Challenges

Appeal or challenge Department of Revenue actions

? Reguest a Penaity

varer
2 Appeal or Challenge a Department Acton

> Application for Reinstatement

M Tax Policy

View information about the lows Department of

Revenue's tax policies, request guidance, or file & petition

iy Information

5t T

ax Gudance
> Petition for Declaratory Crder

> Petition for Rule Waiver

> Petition for Rulemaiong

41



Common GovConnectlowa Questions

Will I get more information or help from the Department to use GovConnectlowa?
e Yes - welcome letters will be sent to all sales, use, motor fuel, and withholding taxpayers shortly;
will take weeks to send them all.

Can | set up an account on GovConnectlowa now?
e Taxpayers can request access to an account at govconnect.iowa.gov.
o Department sends taxpayer a paper letter with an access code for verification purposes.
o Cannot be shared over the phone or electronically.
e Taxpayer completes setup per instructions on letter.

Can | (a CPA, attorney, other third party, etc.) set up accounts for my clients?
e Third parties can request access to an account but should not create GovConnectlowa
accounts for clients. Each GovConnectlowa user should have individual logon credentials.
o Find more info at https://tax.iowa.gov/govconnectiowa-access




Common GovConnectlowa Questions

Can | make payments without having an account through GovConnectlowa?
e Yes - |look for “make a payment” followed by “quick payment.” The business must have the
following information:
o Permit number

o Tax period
o eFile & Pay BEN, FEIN, SSN, or IDR ID

Can a POA be filed on GovConnectlowa?
e Yes. The following third party forms can be filed through GovConnectlowa under the Third Party
Authorization section:
o |A 2848 IDR Power of Attorney (14-101)
o 1A 8821 Tax Information Disclosure Designation (14-104)
o Representative Certification (14-108)



Common GovConnectlowa Questions

How often will passwords need to be changed?
o Passwords will expire after 18 months. You will be prompted when it's time to change your
password.

Can | schedule payments in the future?
e Yes, on GovConnectlowa - this feature has been turned off in eFile & Pay.

| made a payment in GovConnectlowa but it's not showing up in eFile & Pay. Why?
e These two systems do not communicate with each other.

| have more questions than you put on these slides. How do | get more help?
o Visit tax.iowa.gov/govconnectiowa-help or watch the webinar (recorded Nov. 3, 2021)




NEW POA and Information Disclosure Forms

NEW IA 2848 & IA 2848A lowa Power of Attorney Form
e Old IA 2848 no longer accepted
o  Previously-accepted POAs still in effect
e New POA automatically rescinds all previously-submitted POAs
o Include all POAs every time you submit a new form, use IA 2848A if you don’t have enough space
NEW IA 8821 Tax Information Disclosure Designation
e Taxpayer can authorize another person to receive and discuss the taxpayer’s information with the Department
o  Can be limited by the taxpayer
e This form does not
o Allow the person to act on behalf of the taxpayer
o  Allow the Department to disclose or discuss the taxpayer’s federal tax information with another person
NEW Representative Certification Form
e Used for people other than the taxpayer, who already have actual authority to act on the taxpayer’s behalf, e.g.;
o  General and Durable POA (not IA 2848)
President or CEO/Partners
Executor
Trustee
Parent or guardian who as signed the minor’s tax return
e Representatives may be required to submit additional documentation with the form to verify their authority to act
Rlowa Department of

EVENUE
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2021 Select New Guidance (Not Exhaustive)

Sales Tax Treatment of Computers and Computer Peripherals (January 15, 2021)
Reporting Federal Income Tax Changes to lowa (March 12, 2021)

lowa Sales and Use Tax on Manufacturing and Processing (June 11, 2021)

Tax Penalties and Penalty Waivers (June 22, 2021)

Covid-19 Grants - Income & Franchise Tax Exclusion (July 20, 2021)

NOLs Incurred During Covid-19 Pandemic (August 26, 2021)

lowa Corporate Income Tax Changes for 2021 (October 4, 2021)

Marketplace Facilitators - Special Event Sponsors (October 13, 2021)

Digital Products, Software, and Related Services - Web Hosting (October 26, 2021)

© Nk WNE

Additional Guidance available at: tax.iowa.gov/tax-quidance

Rlowa Department of
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2021 Select Rules Adopted (Not Exhaustive)

1.
2.
3.
4.
5.
6.
7.
8.
9.

Geothermal Heat Pump Tax Credit (May 26, 2021)

Solar Energy System Tax Credits (May 26, 2021)

Qualifying Covid-19 Grants (July 13, 2021)

Interest Expense (IRC Section 163(])) (August 24, 2021)

Relief of Joint and Several Liability (September 1, 2021)

Vehicles Subject to Registration (October 27, 2021)

Sales Tax Administrative Procedures (October 27, 2021)

Penalties and Waivers (October 27, 2021)

Appeals, Taxpayer Representation, and other Administrative Procedures (November 10, 2021)
10. Order of Deductions of Tax Credits (December 8, 2021)

11. Nonresident and Part-Year Resident Tax Credit (December 8, 2021)
12. Out-of-State Tax Credit (December 8, 2021)

Additional recently adopted rules available at: tax.iowa.gov/adopted-and-filed-rules

Rlowa Department of

EVENUE
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Corporate Changes - Tax Rates

Beginning in 2021, corporate income tax rates are reduced

from a high of 12% to 9.8%

Bracket Before 1/1/21 On or after 1/1/21
Under $25,000 6% 5.5%
$25,001-$100,000 8% 5.5%
$100,001-$250,000 10% 9%

Over $250,000 12% 9.8%

Iowa Department of

REVENUE




Corporate Changes - AMT

« Alternative Minimum Tax (AMT) Eliminated
» Corporate Income and Franchise
* Individual AMT still exists

« AMT Credit- available 1 more year (2021)
« AMT credit carryforward from prior years
« Up to the taxpayer’s regular tax liability in 2021
* Any prior year carryforward remaining after that is lost

Iowa Department of
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Corporate Changes - Federal Deductibility

« Federal Deductibility Phased Out
e 2021
* Deduction is limited to 50% of taxes paid in 2021 for a tax year beginning before January
1, 2021
o E.g. Payments on 2020 liabilities
* Deduction is reduced by any federal refund received in 2021 to the extent the refund is
for taxes that were deducted on a 2020 or earlier lowa return
2022
* Federal deductibility completely eliminated for corporate income tax purposes
«  Still available for Individuals

Iowa Department of
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lowa COVID-19 Grant Income Tax Exclusion

(2021 lowa Acts, SF 619)

« Grant programs administered by Economic Development Authority,
lowa Finance Authority, lowa Dept. of Agriculture

« To qualify for exclusion on lowa income tax return:
« Grant issued between March 17, 2020, and December 31, 2021
« Grant Included in federal income for a tax year ending on or after
March 17, 2020, but beginning before January 1, 2024.
(retroactive to tax year 2019 and 2020 returns)

* IDR must identify qualifying COVID-19 grants through
administrative rule

Iowa Department of
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lowa COVID-19 Grant Income Tax Exclusion

(2021 lowa Acts, SF 619)

24 Qualifying COVID-19 Grant Programs

Beef Up lowa Program

lowa Beginning Farmer Debt
Relief Fund

lowa Biofuels Relief Program

lowa County Fairs Relief Fund

lowa COVID-19 Business
Disruption Relief Program

lowa COVID-19 Targeted Small
Business Sole Operator Fund

lowa Disposal Assistance
Program

lowa Eviction and Foreclosure
Prevention Program

lowa Homeowner Foreclosure
Prevention Program

lowa Hospital COVID-19 Relief
Fund

lowa Livestock Producer Relief
Fund

lowa Movie Theatre Relief
Grant Program

lowa Nonprofit Recovery Fund

lowa Renewable Fuel Retalil
Recovery Program

lowa Rent and Utility
Assistance Program

lowa Residential Utility
Disruption Prevention Program

lowa Restaurant and Bar Relief
Grant Program

lowa Small Business Relief
Grant Program

lowa Small Business Utility
Disruption Prevention Program

Local Produce and Protein
Program

Meat Processing Expansion
and Development Program

Pack the Pantry Program

Pass the Pork Program

Turkey to Table Program

Rlowa Department of

EVENUE
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lowa COVID-19 Grant Income Tax Exclusion

(2021 lowa Acts, SF 619)

How to claim?

Individuals: On the 1A 1040, line 24, using code “II"
Trusts & Estates: On the |A104], line 8

Corporations: On the IA 1120, Schedule A, line 16
S-Corporations: On the IATI20S, line 7

Partnerships: On the A 1065, line &6

Financial Institutions: On the IA1120F, Schedule D, line 7



Other Business Income Tax Changes

» Bonus Depreciation (2021 lowa Acts, SF 619)
« Conformed for tax years beginning on or after January 1, 2021
« 100% expensing deduction in the year placed in service
» Will phase out over time
« Should substantially reduce use of the IA 4562A&B over time

« Payroll Protection Program (PPP) (2021 lowa Acts, SF 619)
 Retroactive to 2019
» Ensures all taxpayers receive the same tax treatment as federal on PPP loans and
related expenses
» Retroactive (2019) conformity does not extend to other similar programs

- lowa Ethanol Promotion Tax Credit
 Repealed January 1, 2021

Iowa Department of
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QBI Deduction

For tax years beginning on or after January 1, 2021
« Deduction — 50% of federal

For tax years beginning on or after January 1, 2022
« Deduction — 75% of federal

For tax years beginning on or after January 1, 2023
« Deduction — 100% of federal

Iowa Department of
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Individual Income 2021 Tax Rates

Taxable Income Tax
Over But Not Over Tax Rate Of Excess Over
$0 $1,676 $0.00 | + (0.33% | x $0)
$1,676 $3,352 $553 | + (0.87% | x $1,676)
$3,352 $6,704 $1676 | + (2.25% | x $3,352)
$6,704 $15,084 $9218 | + (414% | x $6,704)
$15,084 $25140 $439M | + (563% | x $15,084)
$25140 $33,520 $1,005.26 | + (5.96% | x $25,140)
$33,520 $50,280 $1,504.71 | + (6.25% | x $33,520)
$50,280 $75,420 $2,552.21 | + (7.44% | x $50,280)
lowa Department of $75420 | ---me- $4,42263 | + (8.53% | x $75,420)
REVENUE



Individual Income - Standard Deductions

For tax year 2021

« $2,130 for single taxpayers
« $2,130 for married taxpayers filing separately
« $5,240 for married filing jointly



Individual Income - FTHSA

First-Time Homebuyer Savings Deduction Limit

Annual Deduction Limits for FTHSA Contributions

Tax Year Filing: Married - Joint Filing: Married - Separate, Single, Other
2018 $4,000 $2,000

2019 $4,100 $2,050

2020 $4,274 $2,137

2021 $4,195 $2,097

2022 $4,363 $2,181

Iowa Department of
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Individual Income - 529 Deduction Limit

For tax year 2021 lowa taxpayers who participate can deduct up to
$3,474 per beneficiary.



Legislative Update

Tax Year 2021
Individual Income
Fiduciary Income
Inheritance Tax

Iowa Department of
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-ABLE Plans

Amend Section 121.3(Q)

New Paragraph

“Any funds retained in a medical assistance special needs trust
pursuant to chapter 6330, or in a supplemental needs trust pursuant to
chapter 634A, may be transferred to the lowa ABLE savings plan trust
account of a designated beneficiary who is also the beneficiary of any
such trust, in accordance with the applicable provisions of chapters 6330,
634A, and this chapter.”

Iowa Department of
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-ABLE Plans

Other provisions

Effective Date: 7/1/2021

» Following death of designated Beneficiary
o Dept shall not seek recovery of remaining balance for medical
assistance paid
o Dept shall not file a claim for payment under lowa Administrative Code
rule 529A(f)
o Any remaining acct balance may be transferred to:
= Another eligible beneficiary, specified by the designated bene
n Estate of designated beneficiary

Iowa Department of
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- Exempting Earning from Burial Tr Funds

Section 422.7 new subsection

» 48. Subtract, to the extent included, income from interest and earnings
received from a burial trust fund as defined in lowa Code
section 523A.102.

Iowa Department of
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- Exempting Earning from Burial Tr Funds

523A.102

e 4. "Burial trust fund” means an irrevocable burial trust fund established by
a person with a financial institution for the purpose of funding the future
purchase of cemetery merchandise, funeral merchandise, funeral services,
or a combination thereof upon the death of the person named in the burial
trust fund’s records or a related purchase agreement.

NOTE: “Burial trust fund” does not include or imply the existence of any oral
or written purchase agreement for cemetery merchandise, funeral merchandise,
funeral services, or a combination thereof between the person and a seller.

Iowa Department of
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- Exempting Earning from Burial Tr Funds

Will Apply to:

e Form IA 1041 -
1. Trust is established with a financial institution
2. lrrevocable trusts

NOTE: Applies to tax years
beginning on or after 1/1/2021



- Exempting Earning from Burial Tr Funds

Will Apply to:
What is subtracted from income?

» Interest and earnings received to the extent included in income

» Report as an adjustment on IA1041, Line 8 - Other Income

Iowa Department of
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- Exempting Earning from Burial Tr Funds

Will not apply to:

o Qualified Funeral Trust - IRS 1041 - QFT
The trust arose as a result of a contract with a person engaged in the
trade or business of providing funeral or burial services or property to
provide such services.

e Grantor Trusts - Revocable Trust

Iowa Department of
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847 - Teacher Education Expense

Division ll:

» Eligible Educator (IRC 62(d)(1)

o Allowed to deduct certain expenses of elementary and secondary
school teachers allowed under IRC 62(a)(2)(D)

- Not to exceed $500 for lowa purposes (federal allowance $250)

NOTE: Applies to tax years
beginning on or after 1/1/2021

Iowa Department of
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847 - Tuition and Textbook Tax Credit

Division ll:

Adds definition of Private Instruction.

« Means independent private instruction as defined in section
299A.1, subsection 2, paragraph “b", competent private instruction
under section 299A.2, or private instruction provided to a resident
of this state by a non-licensed person under section 299A.3.

Iowa Department of
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847 - Tuition and Textbook Tax Credit

Division Il:
e Increases tuition credit to = 25% of first $2,000.

» Includes Private Instruction as eligible expense for Tuition and
Textbook Credit

Iowa Department of
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19 - Child Dependent and Dev Tax Cr

Division Il
Child and Dependent Care Credit

o« Changed Phase-out %
f. For TP with NI of $40k or more but < 90K, 30% of Fed Cr
g. For TP with NI of $90K of more, 0% of Fed Cr

NOTE: Applies to tax years
beginning on or after 1/1/2021

Iowa Department of
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19 - Child Dependent and Dev Tax Cr

Division Il
Early Childhood Dev Tax Credit

o« Changed Phase-out %
e This creditis to TP w/ NI of < $90K, previously $45K

NOTE: Applies to tax years
beginning on or after 1/1/2021

Iowa Department of
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S 619 - Repeal of Inheritance Tax

Division V:
Reduces and then repeals inheritance tax over 5 year period

o Estates of decedents dying on or after 1/1/2021, but before 1/1/2022
o Applicable tax rate reduced by 20%

o Estates of decedents dying on or after 1/1/2022, but before 1/1/2023
o Applicable tax rate reduced by 40%

o Estates of decedents dying on or after 1/1/2023, but before 1/1/2024
o Applicable tax rate reduced by 60%

Iowa Department of
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S 619 - Repeal of Inheritance Tax

Division V:
Reduces and then repeals inheritance tax over 5 year period

o Estates of decedents dying on or after 1/1/2024, but before 1/1/2025
o Applicable tax rate reduced by 80%

o Estates of decedents dying on or after 1/1/2025
o Inheritance tax shall not be imposed under this chapter

Iowa Department of
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What's New

Form IA 1041, 706, Consent and Waiver of Lien

POWER OF ATTORNEY AUTHORIZATION (POA)
Authorization is granted to the person listed below act as the estate’s representative hefore the lowa Department of Revenue, to make written or oral presentation on behalf of

the estate, and to receive confidential state tax information under lowa Code section 450.68, including an inheritance tax clearance. This authorization is limited to those acts
and information relevant to this return, and does not authorize the representative to receive federal tax information.

Name: SSN/ITIN/PTIN/IAN:
Phone number: Email:
Mailing address: City: State: ZIP:

DESIGNATION FOR TAX DISCLOSURE (for individuals not authorized to act on behalf of the taxpayer)

This designation allows for the designee to receive the estate's confidential state tax information in regard to this return. This designation does not authorize a designee to
represent the estate or receive federal tax information.

Name: SSN/TIN/PTIN/IAN:
Phone number: Email:
Mailing address: City: State: ZIP:

Rlowa Department of
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S 0619 - Emergency Volunteer Tax Cr

Division 24:

» Increases volunteer firefighter and EMS credit to $250, from $100.

NOTE: Applies to tax years
beginning on or after 1/1/2021



S 619 - Income Tax Checkoffs

Division 24:
Add 2 new sections

e Sec 77 -422.12D Income tax checkoff for the lowa state fair fdn fund.
o This section is subject repeal under 422.12E

e Sec 78 -422.12L Joint income tax checkoff for veterans trust fund and
volunteer firefighter preparedness fund.
o This section is subject repeal under 422.12E

Iowa Department of
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lowa Solar Energy System Tax Credit Phase-Out

- Residential Installations
» lowa credit repealed for systems installed after December 31, 2021
* Having qualifying installation no guarantee you will receive credit
« Waitlist is long
« Waitlist expires after 2021

« Business Installations

» lowa credit not applicable for business installations that start construction after
December 31, 2021

« Reminder: Applications must be filed through CACTAS by May 1st following the year
the system is installed

Iowa Department of
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Pass-Through Entity Composite Returns

(2021 lowa Acts, SF 608)

For tax years beginning on or after 1/1/2022:

« Current lowa composite return system (IA 1040C) repealed

« Current lowa nonresident owner/beneficiary K-1 withholding
requirement repealed

NEW mandatory pass-through entity composite return system




Pass-Through Entity Composite Returns

(2021 lowa Acts, SF 608)

NEW mandatory pass-through entity composite return system
* Applies to partnerships, S corporations, estates, or trusts with “nonresident members”:
* Nonresident individual
* Nonresident estate or trust
« C or S corporation or partnership with commercial domicile in other state
» Pass-through entity required to pay composite tax at highest lowa tax rate on each nonresident
member’s lowa income from entity
+ Tax due by due date of pass-through entity’s annual return not including extensions (IA 1065, IA
1120S, 1A 1041)
* Nonresident member can claim refundable credit on their lowa return for share of composite tax
paid (like wage withholding)
* Reported on nonresident owner’s lowa K-1
» Also applies to tiered pass-through entities
* Nonresident individuals with no other lowa-source income are relieved of lowa filing
requirement

Iowa Department of
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New Penalties for Business Income Filers (2022)

2020 lowa Acts, HF 2641

» For tax years beginning on or after January 1, 2022 specified business are subject to
penalties for failure to timely file

« A specified business is any of the following that is required to file an lowa income tax return
for the year, but that does not owe any lowa income tax for that year
« Partnership
« S-corporation
« C-corporation
» Any financial institution subject to the franchise tax

« Does not apply to individuals, or to any non-income tax types

Iowa Department of
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New Penalties for Business Income Filers (2022)

2020 lowa Acts, HF 2641

 New Penalties are the greater of
« $200 ($1,500 for willful failure to file)
« 5% of the imputed lowa liability, not to exceed $25,000 (75% for willful failure to file)

* Imputed lowa liability
* lowa net income
« After apportionment
« After credits
« Multiplied by the applicable rate
« Top individual rate for Partnerships and S-Corporations
 Top Corporate rate for C-Corporations
* Franchise rate for financial institutions

Iowa Department of
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New $1,000 Failure to File Penalty (2022)

2020 lowa Acts, HF 2641

« Applies to all tax types

« Can only be imposed after taxpayer fails to respond to a specific demand
to file by the Department.

* Requires action by the Department before it can be imposed
* Only to be used in limited circumstances

* Notices issued after January 1, 2022

Iowa Department of
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2023 Income Tax Changes




Senate File 2417: Tax Reform

2023 Income Tax Changes

Individual changes

« Federal AGI to Federal Taxable Income
« NOL
* Pre-2023 federal NOL carryforward will have to be added back until it runs out
 Pre-2023 lowa NOL carryforward may still be used until it runs out or expires,
subject to rules in place before the triggers
« MFS on combined return eliminated
« AMT Repealed--1 yr allowance to use AMT credit carryover
» Federal Deductibility
 Repealed
* One year transition where taxes paid for previous years will be allowed

Iowa Department of
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Senate File 2417: Tax Reform

2023 Income Tax Changes

Individual changes

» Other changes to adjustments
* Income from student loan repayment by employer subtracted
« Capital Gains - limited to real property used in a farming business
« Keeps 10 year holding period and material participation requirements
« Sales to a relative
» Health insurance premiums (taxpayers 65+ with less than $100k income)

Iowa Department of
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Senate File 2417: Tax Reform

2023

Income Tax Changes

Individual changes

* Not repealed

Iowa Department of
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Pension exclusion

Military pay and retirement exclusion
First-Time Homebuyer deductions
State tax exempt bond income
Federal securities exemption



Senate File 2417: Tax Reform

2023 Income Tax Changes

Individual changes

» Repealed Adjustments (422.7)
« (Gains & losses for property with basis established before 1934 (3)
« Expensing and capital loss adjustments for married filing separately (7)
« Work opportunity credit adjustment (8)
« Alcohol and cellulosic biofuel credit adjustment (9)
« Travel expenses for state legislators (10)
« Sale lease-back (11)
« Intangible drilling cost addback (14)
« Percentage depletion on oil gas and geothermal wells addback (15)
« Installment real estate exclusion (16)
« Vietnam herbicide settlement exclusion (20)
« Japanese internment reparations exclusion (22)

Iowa Department of
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Senate File 2417: Tax Reform

2023 Income Tax Changes

Individual changes

» Repealed Adjustments (422.7)
« Exclusion for active duty pay national guard and reserve forces in the Persian Gulf (24)
« Exclusion for active duty pay for national guard and reserve forces in Bosnia-
Herzegovina (25)
« Addback for depreciation on speculative shell buildings (26)
« Employer social security credit addback (30)
* Holocaust victim reparations exclusion (35)
« Addition of income from sale of obligations of the state (36)
* Recalculation of income from installment sales (37)
« Bonus depreciation clean-up (39,39B)
« Active duty pay for national guard and reserve forces in various campaigns in Iraq (40)
« 179 cleanup (43,55)
« Alternative motor vehicle credit adjustment (45)

Iowa Department of
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Senate File 2417: Tax Reform

2023 Income Tax Changes

Individual changes

» Repealed Adjustments (422.7)

« Exclusion for capital gain realized as a result of involuntary conversion under
eminent domain (49)

» Teacher expense deduction cleanup (55)

* Qualified tuition expense deduction (56)

» Exclusion for income of certain non-resident emergency response workers (57)

« Administrative expenses not allowed as a federal deduction for fiduciary
returns (58)

Iowa Department of
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Individual Tax Rates

Table 2 — Contingent Income Tax Rates

Taxed Income Brackets Contingent
Lower Limit Upper Limit Rates TY 2023
S 0 S 6,000 4.40%
S 6,001 S 30,000 4.82%
S 30,001 S 75,000 5.70%
S 75,001 And Over 6.50%

Note: Brackets doubled for married filing jointly, indexed in future tax years
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House File 778: Capital Gains for Property Used In

Farming

« Act amends changes made by 2018 Acts, SF 2417 to take
effect January 1, 2023

* Expands the definition of “relative” to include an entity in which a
relative of the taxpayer has a legal or equitable interest in the entity as an
owner, member, partner, or beneficiary.

« Strikes restriction on claiming the deduction for the sale of real property
used in a farming business if the relative sells or transfers the real
property used in a farming business within five years of the original sale.

« Strikes restriction on deducting capital gains for purposes of calculating
net income to determine NOL

Iowa Department of
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Senate File 2417: Tax Reform

2023 Income Tax Changes

Corporate changes

* Net Income = Federal Taxable Income
« NOL
— Pre-2023 federal NOL carryforward will have to be added back until it runs out

— Pre-2023 lowa NOL carryforward may still be used until it runs out or expires,
subject to rules in place before 2023

Iowa Department of
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Senate File 2417: Tax Reform

2023 Income Tax Changes

Corporate changes

* Repealed Adjustments 422.35

Iowa Department of
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Gains & losses for property with basis established before 1934 (3)
Addition of lowa income tax paid on federal return (4b)

Work opportunity credit adjustment (5)

Alcohol and cellulosic biofuel credit adjustment (7)

Sale lease-back (8)

Percentage depletion on oil gas and geothermal wells addback (10)
Addback for depreciation on speculative shell buildings (16)
Employer social security credit addback (17)



HF 590 - Regulation of Tax Return Preparers

Tax Preparer CPE Reporting
« Common Errors
* Miscalculated hours
« Filled out hours incorrectly, but totaled correctly
* Incorrect PTIN, Didn't fill out course titles/hours
« Did not sign

Iowa Department of
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Individual Income Tax Errors

Most common individual income tax errors

tax.iowa.gov/individual-income-tax-returns-common-filing-issues
* Federal income tax refund not reported

* |ncorrect school district

* Incorrect Amount Withholding/Estimates Reported

* Health Insurance Deduction - Sch A

Iowa Department of
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Individual Income Tax Errors

Most common individual income tax errors
tax.iowa.gov/individual-income-tax-returns-common-filing-issues
* Name and Address

* Low Income Exemption - NR $1,000

* |JA126/IA130

e Signatures and Attachments

Iowa Department of
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Individual Income Tax Errors

Other issues

* Bank Account Information

« CP2000

* Federal Audit Adjustment - 6 mos, 1 yr 2020
* Capital Gain Deductions (Forms)



Individual Income Tax Errors

Other issues
* Non-filer
* Partnership
* S-Corporations
* Trust
1099
* Fiduciary
* Mark as Final Return
* Request Certificate of Acquittance
* 60 days - mailroom

Iowa Department of
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Individual Income Tax Errors

Other issues

* Record Retention - Lack of Adequate Recordkeeping
* 3 year review period
* Non-filer unlimited review period



Individual Income Expanded Analysis

 Businesses with Losses
 (Cash Basis Businesses

« Sales Tax

 Research Activities Credit
* Field Audit Update



Fraud Prevention

Remote Access
 Use multi-factor authentication

Track Tax Return Submissions
« Compare to efin
« Reconcile Dally, if possible
« Waitch for large # tax return rejections
* Returns already filed
 Contact IDR



Fraud Stats

Verified # ldentity Thefts
370
Refunds Claimed

$4.2 million
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Fraud Stats

Trend
Tax returns for individuals with no filing requirement
Elderly and Disabled
IRS encouraged filing for stimulus payments



General Notes

Electronically filed W-2s & 1099s

o IDR will send a reminder to file to those subscribed to updates
e Subscribe using the button at the bottom of tax.iowa.gov

e W-2s and 1099s must be filed online using GovConnectlowa

e Only applies to W-2 and 1099 files containing lowa withholding

e Learn more about filing in GovConnectlowa:

e Webinar on December 8, 2021: Electronic Submissions of W-2s and 1099s
o Register at tax.iowa.gov/webinars
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Subscribing

Topics Include:

— Newsroom
— Tax Information
Email Updates — GovConnectlowa

To sign up for updates or to access your subscriber preferences, please enter your contact
information below.

i 1= , — Due Date Reminders
Email Address * _— EIeCtrOnIC Filing
susmiT || caNcEL — Economic, Fiscal, and

Statistical Information
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Questions?



