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€ You will save tax dollars.

Electronically file your return instead!
€ You may receive your refund in two weeks.

€ Filing your state return through TeleFile.
For more information on these options, go to www.state.ia.us/tax

€ You will eliminate errors that further delay your refund.

lowa e-file options include...
€ Filing your state and federal return together through a tax preparer.

€ Filing your state return free through WebFile at www.state.ia.us/tax

€ You may choose to have your refund directly deposited into your bank account.

€ Filing your state and federal returns online through an approved software company.

You may wait 12 weeks or longer for your refund if you use this paper form!

J

lowa taxpayers have six filing options

E-filing with Online filing WebFiling TeleFiling Paper-filing Paper filing
a tax preparer | with approved from IDRF IA 1040A IA 1040A IA 1040
vendors website short form short form long form
lowa resident all
of tax year 2001 YES YES YES YES YES YES
Part-year residen
or nonresident YES YES NO NO NO YES
Filing status all statuses all statuses 1,2,3 1,2 1,2,5,6 all statuses
Income any income any income under $100,000 |under $100,000 | under $100,000 any income

SPECIAL FEDERAL REBATE CHECK
Do not include the amount of the special advanced refund

(rebate) check you received from the federal government on
line 27 of the lowa 1040.

RETURNS/PAYMENTS MUST BE MAILED TO
Are you receiving a refund? Mail your return to lowa Income

Tax - Refund Processing, Hoover State Office Building, Des
Moines IA 50319-0120.

Are you paying additional tax? Mail your return and payment
to lowa Income Tax - Document Processing, PO Box 9187,
Des Moines 1A 50306-9187.

EXTENSION REQUESTS

Our agency does not have an extension form to obtain
additional time to file. If at least 90% of your total tax liability
is paid by April 30, you will automatically have until October
31, 2002, to file your return. You will not be charged a penalty.
However, you will pay interest on any tax still due after

April 30.

If you need to make a tax payment to meet the 90%
requirement, you may now do so online at www.state.ia.us/
tax. Otherwise, please use the IA1040V payment voucher form
included in this booklet.

PAY IOWA INCOME TAX ONLINE!

You may now pay your lowa income tax online at
www.state.ia.us/tax. This process allows you to choose the
date you want the payment taken from your bank account.
You will receive a confirmation e-mail and an additional e-mail
notifying you when the payment is to be taken.

If you pay by mail, please use the IA 1040-V Payment Voucher.
Two vouchers are enclosed in this booklet. lowa does not
have a payment plan option. File your return by April 30,
2002. Pay as much tax with the voucher as you can, and you
will be billed for the balance due plus applicable interest and
penalty.

INJURED SPOUSE

“Injured spouse” is not recognized by the State of lowa when
filing “married filing a joint return,” filing status 2. If your
spouse’s refund will be used to pay a Federal, state, county
or city debt, you must use the IA 1040 Long Form, filing
status 4, married filing separate returns. This will ensure that
your refund will not be applied to your spouse’s debt.



2001 IA1040 LONG FORM GENERAL INSTRUCTIONS

Attach copies of all Federal forms and schedules that affect lowa income.

YOU MUST FILE AN IOWA RETURN IF you were aresident, part-
year resident of lowa in 2001 and meet any of the following

requirements. Nonresidents, see items f. and g.

NOTE: In meeting the filing requirements below, both incomes
of husband and wife must be included, and any “pension/retirement
income exclusion” (line 21 of the IA1040) must be added back.

a. You had a net income (line 26 of the IA1040) of more than

$9,000 and your filing status is single.

b. You had a net income (line 26 of the IA1040) of more than
$13,500 and your filing status is other than single.

¢. You were claimed as a dependent on another person’s lowa
return and had a net income (line 26 of the IA1040) of $5,000
or more.

d. You were in the military service with lowa shown as your
legal residence even though stationed outside of Iowa.

e. You were subject to either [owa lump-sum tax or lowa minimum
tax.

f. You were a nonresident or part-year resident and your net
income from Iowa sources (line 26 of the IA126) was $1,000 or
more. To understand “lowa-source income,” see the
instructions for lines 1-26 of the [A126, pages 19-21.

2. You were a nonresident or part-year resident and subject to
Towa lump-sum tax or lowa minimum tax (even if [owa source
income is less than $1,000).

If you owe no tax, you must still file a return to get a refund of
tax that was withheld from your paycheck. You may also be eligible
for a refund of the lowa Child and Dependent Care Credit and may
file a return to claim this credit. For more information, see the
instructions for line 65 on page 17.

WHICH FORM TO FILE

If you are married and both you and your spouse have separate
incomes, you may owe less tax if you file separately on a combined
return (status 3) or separate returns (status 4). To do this, you
must use the IA1040 Long Form.

Long Form

You must use this [A1040 Long Form if:

a. You do not meet all of the qualifications for filing a Short
Form, or

b. You are married filing separate, combined (status 3) or separate
(status 4) returns, or

c. You are required to use the Federal 1040 Long Form, or

d. You file on a fiscal year basis, or

e. You made an additional payment of tax with the IA1040-V
Payment Voucher, or

f. You received capital gain distributions or nontaxable
distributions from stock, or

2. You paid an lowa estimated tax in 2001 or wish to credit some
or all of your refund to your 2002 estimated tax, or

h. You paid Federal estimated tax in 2001, or

i. You made payments to an IRA or Keogh plan, or

j- You are required to pay lowa lump-sum or minimum tax, or

k. You received taxable Social Security benefits, or

L. You are claiming credits other than personal, dependent or
Earned Income credits, or

m.You are claiming the Child and Dependent Care Credit, or

n. You received taxable pension or annuity income, or

0. You are filing electronically, or

p- You qualify for the Cow-Calf Refund, or

q- You qualify for the S Corp Credit, or

You qualify for the Health Insurance Deduction, or
. You qualify for the Claim of Right Credit/Deduction, or

w =

t. You qualify for the Research Activities Credit, or

u. You qualify for the Franchise Tax Credit, or

v. You qualify for the assistive device credit, or

w. You qualify for the property rehabilitation credit.

DEADLINE

2001 Iowa income tax returns are due April 30,2002.

Electronic filing of returns will be accepted through October 15,
2002. Contact your tax professional about filing electronically.
INCOME TAX REFUND STATUS

For information on the status of your current-year income tax
refund, please call 1-800-572-3944 (in Iowa) or 515/281-4966.
Refunds may take 12 weeks or longer if you file on paper.
ESTIMATED PAYMENTS

Iowa residents who expect to owe tax of $200 or more for 2002
from income not subject to withholding tax must make quarterly
estimated tax payments to avoid a penalty for underpayment of
estimated tax. These payments are made with an IA1040 ES form.
New this year: Make your payments online at www.state.ia.us/tax.

If two-thirds or more of your estimated gross income is from
farming or commercial fishing, you have two other options. You
may pay the estimated tax in one payment on or before January
15, 2002, and file your return by April 30, 2002, or you may file
your return and pay the tax in full by March 1, 2002.

Nonresidents with nonwage income from lowa, see IA 1040ES
instructions.

NONRESIDENTS AND PART-YEAR RESIDENTS

If you are a nonresident or a part-year resident with income from
Iowa sources, you must complete both the [A1040 and the 1A126.
Attach a complete copy of your Federal return.

Tax calculation is not a matter of simply determining lowa-source
income and calculating tax based on that income. You must use
all-source income on the IA1040; this amount is compared against
your lowa-source income from the IA126 to determine Iowa tax.
RECORD KEEPING

Iowa income tax returns, Federal returns, and all relevant
schedules should be kept for at least three years after filing the
return.

IOWANS PAID IN FOREIGN CURRENCY
lowa residents who are paid in foreign currency must convert
the currency to U.S. dollars as was done for Federal tax purposes.
CERTIFIED TAX RETURNS FOR NONRESIDENTS
Residents of other states who need a certified copy of the lowa
return for filing with their state of residence must include an extra
copy of their lowa return and a self-addressed stamped envelope
when they file. A note stating the purpose of the extra copy should
be included. The department will stamp the copy and return it to
you.
4 N
Paper-filed returns

may take 12 weeks or more to process.

o

For refunds in about 2 weeks, check
out our e-file options on page 1.




MILITARY PERSONNEL

Active-duty military service pay is taxable only by the state in
which the armed forces service member is a legal resident, which
is usually the state of residence at the time he/she enters the
service. Income of lowa residents in military service is taxable to
the same extent as it is taxable for Federal purposes, even if the
Iowa residents are stationed outside of lowa or outside of the
United States.

To make a change of residence, you must have physical presence
in the new state as well as show intent to establish residency in
that state. Intent can be shown by registering to vote, recording a
last will and testament, purchasing a home for use as your principal
residence, and complying with the income tax laws of the other
state if the state has an income tax. Form DD 2058 must also be
filed with the military payroll office. A combination of these actions
is required to change your state of legal residency.

A spouse of an ITowa resident in the armed forces who was a
resident of another state at the time of their marriage will generally
not be considered an lowa resident until he or she has lived in
Iowa with the resident spouse.

Iowans in the armed forces who serve in an area designated as a
qualified hazardous duty zone are entitled to the same tax benefits
as Towa residents who serve in a combat zone. Therefore, Iowa
residents who serve in a hazardous duty zone will be given
additional time to file returns, make tax payments other than
withholding payments and file appeals on tax matters.

IOWA AND ILLINOIS RECIPROCAL AGREEMENT

Any wages or salary made by an lowa resident working in Illinois
is taxable only to lowa and not to Illinois. Any wages or salary
made by an Illinois resident working in Iowa is taxable only to
[llinois and not to lowa.

An Towa resident working for wages or salary in Illinois should
complete and file Illinois form IL-W-5-NR “Employee’s Statement
of Nonresidence in Illinois” with the employer so that the employer
will withhold Towa income tax. An Illinois resident working for
wages or salary in Iowa should complete and file the
1A 44-016 “Employee’s Statement of Nonresidence in lowa” with
the employer so that the employer will withhold Illinois income
tax.

Towa WILL tax any Iowa-source income received by an Illinois
resident that is not from wages or salaries. Illinois WILL tax any
Illinois-source income received by an Iowa resident that is not
from wages or salaries. Examples of income that are not wages
and salaries and, therefore, not covered under the Iowa-Illinois
Reciprocal Agreement are lowa gambling winnings and
unemployment compensation for employment in lowa.

If Illinois income tax has been mistakenly withheld from the wages
or salary of an lowa resident, then the lowa resident must file an
Illinois income tax return to get a refund. Any questions on how
to complete the Illinois return should be directed to the Illinois
Department of Revenue at 1-800-732-8866.

Illinois residents who have had lowa income tax withheld in error
from their wages and have no other lowa-source income must file
an lowa income tax return requesting a refund. They should
complete Steps 1, 2, and 3 of the IA1040, show “0” on line 1 of
Step 4 and line 26 of Step 5, write “Illinois resident tax withheld in
error” on the face of the return. On the back of the IA1040 on
lines 61, 67, 68, 69 and 70, enter the lowa tax withheld, sign the
return and attach copies of W-2s to the front of the return. Copies
of Federal and Illinois returns must be enclosed.

Note to electronic filers: You must complete the entire IA1040
and IA126 in order to receive a refund of lowa tax withheld in
error.

AMENDING TAX RETURNS

To amend a 2001 return or a return for a prior year, use an
IA1040X. Attach the Federal 1040X and any amended supple-
mentary Federal or lowa forms.

If your original return requested a refund, wait until you receive
your refund before filing an amended return to make sure you
made no errors on your original return.

If you paid tax with your original return, attach a photocopy of
the front and back of your canceled check to your amended return.

If you owe additional tax with the amended return, calculate the
tax, penalty and interest due and include both your check and the
IA 1040-V Payment Voucher with the amended return. You may
now make your tax payment online; see page 1.

No penalty for additional tax is due if you voluntarily file an
amended return and pay all tax due prior to any contact by the
Department. However, interest will be due.

Do not send amended returns with the current-year return.

HOW TO PRORATE

Taxpayers using filing status 3 or 4 may be required to prorate
(divide) certain entries on the 1A1040, such as taxable Social
Security benefits, Federal income tax refunds, estimated Federal
tax payments, itemized deductions, etc. Here is an example of how
a husband and wife would prorate a Federal refund:

Husband has net income of $15,000. Wife has net income of
$30,000. Federal refund from a jointly filed return: $1,000.

(Wife’s net income) $30.000 = 66.7%

(Total of husband’s and wife’s net income)  $45,000

Then take $1,000 X 66.7% = $667. This is the wife’s portion of
the refund to be entered on line 27. The husband’s portion is
$1,000 - $667 = $333, which is entered on line 27 in the other
column.

Round to the nearest one-tenth of a percent. For example, 66.74%
becomes 66.7% and 66.75% becomes 66.8%
CONFIDENTIALITY AND
FAIR INFORMATION PRACTICES NOTICE

Information from your return may be made available to the Internal
Revenue Service or to tax officials of another state under a tax
information exchange program. Except as allowed by law,
information on your return cannot be released to anyone who is
not an Iowa Department of Revenue and Finance employee. Any
Department of Revenue and Finance employee who discloses tax
return information without legal authority is subject to a fine of
$1,000. If you do not provide necessary information or if you
provide fraudulent information, you may be charged penalties and
interest and may be subject to criminal prosecution.

CONSUMER'’S USE TAX

If you purchase tangible property for use in lowa from a business
located outside of lowa and the seller does not charge you lowa
sales tax on the purchase, you owe a 5% tax known as the
consumer’s use tax on the price of the purchase. This includes
items purchased from catalogs, magazines, television and radio
vendors, and through the Internet. Send a separate check payable
to “Treasurer State of lowa” with a note explaining that the check
is for consumer’s use tax and listing the items purchased and
prices. Keep copies for your records.
OUT-OF-STATE CREDIT FOR MINIMUM TAX OR
LUMP SUM TAX PAID TO ANOTHER STATE

If you were an lowa resident or part-year resident and were
assessed a minimum tax or a special tax on a lump sum distribution
by another state on items similarly taxed by lowa, you must
separately compute an out-of-state tax credit for each of these
items. This credit is computed on the IA130.
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Iowa Itemized Deduction Worksheet Form 41-104
(continued from page 12)

. Enter the allowable Federal itemized

deductions as shown on line 36 of
the Federal 1040. 1.

. Add the amounts on Federal

Schedule A, lines 4, 13, 19, plus

any gambling losses included on

line 27 and enter here. 2.
Subtract line 2 from line 1. 3.
Add the amounts on Federal Schedule
A, lines 4,9, 14,18, 19, 26, and 27

and enter here. 4.
Subtract line 2 from line 4. 5.
Divide line 3 by line 5 and enter the o
percentage here. 6. o

Enter the amount of lowa income tax
that is included in line 5 of the Federal
Schedule A. 7.

. Multiply line 7 by the percent on

line 6. 8.

. Subtract line 8 from line 1. Enter this

amount on line 39 of the IA1040. 9.

. Mortgage Interest Credit Deduction

Taxpayers with the mortgage interest credit can claim on
their lowa return a deduction on line 9b of Schedule A for all
mortgage interest paid in the tax year and not just the
mortgage interest that was deducted on the Federal Schedule
A.

b. Automobile Registration Fee Deduction

[

—_—

If you itemize deductions, a portion of the amount of
automobile registration fees may be deducted as personal
property tax on your lowa and Federal Schedule A.

Use the following worksheet to calculate the deductible
amount:

. Enter the actual registration fee paid. 1.
. Take the weight of your automobile

and divide it by 250. The weight is
found on your automobile registration
certificate. 2.

. Subtract line 2 from line 1. This is the

deductible amount. 3.

Example: Jason purchased an automobile from Patty. The
actual fee he paid to register the automobile at the courthouse
was $150. The weight of the automobile is 3,000 pounds. The
deductible amount is calculated as follows:

. The actual registration fee paid. 1. $150
3,000 +250. 2. 12
Subtract line 2 from line 1. This is the
deductible amount. 3. $I138

This deduction is for fees paid on automobiles and 1993 or
later model multipurpose vehicles. See page 14, line 40 for a
definition of multipurpose vehicles and for the treatment of
the registration fees paid on multipurpose vehicles with a
1992 or earlier model year. Registration fees on pickup trucks,
vans, campers, etc., still do not qualify as an itemized
deduction.
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MARRIED SEPARATE FILERS: If you used Iowa
Schedule A, enter the totals from lines 29 and 30, lowa
Schedule A, in Columns A and B on this line. If you
used Federal Schedule A, you should prorate your
itemized deductions between you and your spouse in
the ratio of each spouse’s net income on line 26, [A1040
to the total net income of both spouses. (However, this
allocation of itemized deductions should be done after
any lowa income tax is subtracted from the total itemized
deductions claimed on Federal Schedule A.) Lines 38
and 40 should also be divided between husband and
wife in the ratio of their respective net incomes.

38. IOWA INCOME TAX. If your total itemized deductions on

line 37 includes Towa income tax, enter the amount of Towa
income tax.

MARRIED SEPARATE FILERS: Iowa income tax
deduction must be divided between husband and wife
in the ratio of their respective net incomes.

39. BALANCE. Subtract line 38 from line 37.

40. OTHER DEDUCTIONS.

a. Expenses Incurred for Care of a Disabled Relative:
Expenses, not to exceed $5,000, incurred in caring for a
disabled relative in your home may be deducted. The expenses
which may be claimed are those for the care of a person who
is your grandchild, child, parent or grandparent. The disabled
person must be unable, by reason of physical or mental
disability, to live independently and must be receiving or be
eligible to receive medical assistance benefits under Title
XIX of'the U.S. Social Security Act.

An itemized schedule of expenses must be included with the
return and may include items such as food, clothing, medical
expenses not otherwise deductible, and transportation.
Expenses not directly attributable to the care of the relative,
such as rent, mortgage payments, interest, utilities, house
insurance, and taxes cannot be included. Only expenses
which are not reimbursed may be claimed.

A statement from a qualified physician certifying that the
person with the disability is unable to live independently
must be submitted with the return the first year a deduction
is taken and every third year thereafter.

MARRIED SEPARATE FILERS: The total deduction
claimed by both spouses for each relative with a
disability may not exceed $5,000. This deduction must
be divided between husband and wife in the ratio of
their respective net incomes.

b. Adoption Expenses: If you adopted a child during the tax
year, you may be eligible for an additional itemized deduc-
tion for a portion of the adoption expenses paid in 2001.
This deduction is taken in the year that the expenses are
paid even if the child is not placed in your home during that
year. A deduction is allowable for expenses including medi-
cal costs relating to the child’s birth, any necessary fees,
and all other costs connected with the adoption procedure.
Attach a separate schedule listing the adoption expenses.



2. Subtract $13,500 from line 1, enter

3. Income subject to alternate tax.
4. Multiply line 3 by 8.98%. 4.
5. Using the tax tables, determine the tax

Subtract 3% of your total Iowa net income entered on line 26
from the total of qualifying adoption expense. If married, 3%
of the combined net income must be subtracted. Only the
amount which exceeds 3% of your total lowa net income may
be deducted.

MARRIED SEPARATE FILERS: This deduction must
be divided between husband and wife in the ratio of
their respective net incomes.

¢. Multipurpose Vehicle Registration Fee. An itemized
deduction of 60% of the 2001 registration fees for model year
1992 and earlier multipurpose vehicles is allowed. Multi-
purpose vehicles are defined as motor vehicles designed to
carry not more than 10 people and constructed on a truck
chassis or with special features for occasional off road use.
If the letters MV are printed next to the word “style” on the
registration certificate, the vehicle is a multipurpose vehicle.
Multipurpose vehicles do not include pickups, motor trucks,
ambulances, hearses, motorcycles or motor bikes. A portion
of the amount of registration fees paid on 1993 and later
model year multipurpose vehicles qualify as an itemized
deduction on your lowa and Federal Schedule A. See line 37
instructions.

d. Mileage Deduction Charitable Purposes. lowa allows you
an additional deduction for automobile mileage driven for
charitable organizations. To calculate the deduction:

1. Number of miles x 21¢/mile

2. Less charitable mileage deduction entered on

Federal or Towa Schedule A

3. Equals additional mileage deduction for charitable
purposes.

MARRIED SEPARATE FILERS: These deductions
must be divided between husband and wife in the
ratio of their respective net incomes.

41. ITEMIZED OR STANDARD DEDUCTION. Mark the

correct box to show the deduction method you are using,
itemized or standard, and enter the applicable amount as
described below.

ITEMIZED: Add lines 39-40 and enter the total on line 41.
This is your total itemized deduction.

STANDARD: For tax year 2001, the Iowa standard deduc-
tion is:
If filing status 1, 3, or 4 is marked, enter on line 41 the
lesser of $1,500 or the amount on line 36.
If filing status 3 or 4, each spouse enters the lesser of
$1,500 or the amount on line 36.
If filing status 2, 5 or 6 is marked, enter on line 41 the
lesser of $3,700 or the amount on line 36.

42. TAXABLE INCOME. Subtract line 41 from line 36 and enter

the difference.

STEP 8 TAX CALCULATION

43. TAXOR ALTERNATE TAX. Compare the regular tax from the tax tables found on pages 22-25 with the alternate tax calculated

below and enter the smaller on line 43. If taxable income on line 42 exceeds $82,900, use the formula at the end of the tax tables on

page 25 to compute your tax.

ALTERNATE TAX MAY REDUCE TAX LIABILITY. Single taxpayers do not qualify for the alternate tax calculation.

For filing statuses 2, 3, 4, 5, and 6: If the combination of your net income from line 26 PLUS any pension exclusion taken on
line 21 exceeds $13,500, you may OWE LESS TAX by completing the worksheet below to compute your tax liability. Enter this
alternate tax on line 43 if it is less than the tax from the tax table. If you are married filing separately and one spouse has a net
operating loss that will be carried back or forward, then you cannot use the alternate tax computation. If the spouse with the net
operating loss elects not to carry the net operating loss back or forward, then you can use the alternate tax computation. A
statement must be attached to the return saying that the spouse with the net operating loss will not carry it back or forward.

ALTERNATE TAX WORKSHEET

1. Enter the total of net income from line

26 and pension exclusion from line 21
of'the IA1040. Filing statuses 3 or 4
enter combined totals of both spouses. 1.

—$13,500

the difference on line 3. 2.

bed

on the taxable income from line 42 of

the IA1040 and enter here. Status 3

and 4 filers calculate tax separately,
combine and enter total here. 5.

6. Compare the amounts on line 4

and line 5. Enter the lesser amount
here and on line 43, TA1040. 6.

MARRIED SEPARATE FILERS: (including status 4): Use
the combined net incomes of both spouses to compute
the alternate tax. If you are status 4 and do not provide the
other spouse’s income in step 2 on page 1, you will not be
allowed the alternate tax calculation. Divide the alternate
tax between spouses in the ratio of the net income of each
spouse to the combined net income of both spouses.
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44. |IOWA LUMP-SUM TAX. If the 10-year averaging method

was used to compute Federal tax on all or part of a lump-sum
distribution, an Iowa resident must enter 25% of the Federal tax
from form 4972 on line 44. Attach Federal form 4972.

A lump-sum distribution occurs when in one tax year you
receive the total balance from the pension or profit-sharing plan
of an employer due to termination of employment, termination
of the plan, or death of the employee.

NONRESIDENTS AND PART-YEAR RESIDENTS: If a lump-
sum distribution reported on Federal form 4972 was received
while an lowa resident or as a result of lowa earnings, 25% of
the Federal tax from form 4972 must be entered on line 44.
Nonresidents receiving lump-sum distributions due to
documented retirement or death of an annuitant are not subject
to lowa lump-sum tax. A copy of the Federal form 4972 must be
attached.

45. IOWA MINIMUM TAX. The Iowa Minimum Tax is imposed,

for the most part, on the same tax preference items and adjust-
ments on which Federal minimum tax is imposed. You may be
subject to lowa Minimum Tax even if you have no liability for
Federal minimum tax. If you had tax preference items and adjust-
ments in 2001, see form IA 6251 for further information.

NONRESIDENTS AND PART-YEAR RESIDENTS: If you
have lowa-source tax preferences or adjustments, you may
be subject to [owa Minimum Tax. See form IA 6251.



46. TOTAL TAX. Add lines 43, 44 and 45. Taxpayers who have

had a distressed sale in 2001 and have included the gain in
net income may be eligible to limit their tax to their net worth
immediately prior to the distressed sale.

If you qualify, limit the amount on line 46 to your net worth

before the distressed sale and attach an Iowa Income Tax
Balance Sheet/Statement of Net Worth (form 41-135).

47. TOTAL EXEMPTION CREDITS. Enter the total amount

of exemption credits from step 3, side 1.

48. IOWA EARNED INCOME CREDIT. This credit is available

to taxpayers who qualify for the Federal Earned Income Credit.
To claim the Iowa Earned Income Credit, enter 6.5% of the
Federal Earned Income Credit that you claimed on your
Federal return.

If you did not file a Federal income tax return, you may wish
to review the instructions for Federal 1040 or 1040A to
determine if you are eligible to claim the Federal Earned
Income Credit. For additional information, contact the IRS at
1-800-829-1040.

MARRIED SEPARATE FILERS: The Iowa Earned
Income Credit must be divided between husband and
wife in the ratio of each spouse’s earned income to the
total earned income of both spouses. Earned income
includes wages, salaries, tips or other compensation
and net earnings from self-employment. Any unused
part of this credit cannot be used by the other spouse.

49. TUITION AND TEXTBOOK CREDIT. Taxpayers who

have one or more dependents attending grades
KINDERGARTEN THROUGH TWELVE in an lowa school
may take a credit for each dependent for amounts paid for
tuition and textbooks. The credit percentage is 25% of the
first $1,000 paid for each dependent for tuition and textbooks.
Dependents must have attended a school in Iowa that is
accredited under section 256.11, not operated for a profit and
adheres to the provisions of the U.S. Civil Rights Act of
1964.

Expenses for textbooks or other items for home schooling,
tutoring, or schooling outside an accredited school do not
qualify for the credit.

In the case of divorced or separated parents, only the spouse
claiming the dependent can claim the amounts paid by that
spouse for tuition and textbooks for that dependent.

Tuition means any charges for the expense of personnel,
buildings, equipment and materials other than textbooks,
and other expenses that relate to the teaching of only those
subjects legally and commonly taught in Iowa’s public
elementary and secondary schools. “Textbooks” means books
and other instructional materials used in teaching those same
subjects. The definition of “textbooks” has expanded to
include fees, books and materials for extracurricular activities.
Examples of extracurricular activities include sporting
events, speech activities, musical or dramatic events, driver’s
education, awards banquets, homecoming, prom, etc.

The cost of the following items are eligible for the credit:
activity fees, booster club dues, cleats for football shoes,
football, track, soccer and golf shoes, costumes for a play,
special clothing for a concert, rental of musical instruments
for school or band or for lessons at a school, sheet music
used in a school, and cost of basic materials for shop class
and mechanics class, band, hockey and football uniforms.
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The cost of the following items are not eligible for the
credit: basketball shoes, purchase of musical instruments,
clothing for a play or concert that is suitable for everyday
wear, travel expenses for trips, cost of music lessons outside
of school, and expenditures for wood or materials for making
furniture or for repair of personal vehicles.

Amounts paid are not allowed if they relate to teaching of
religious tenets or doctrines of worship. Tuition does not
include charges made to compensate a school for feeding,
lodging, clothing or transporting a dependent.

Calculate the proper amount of expenses per dependent and
multiply the amount — not to exceed $1,000 — by 25%.

Enter the total allowable credit on line 49. Retain records of
your calculation, showing the names of each dependent,
school(s) attended, and an itemized list of qualifying
expenses.

Example: Patty and Mark have qualifying expenses of $1,400
and $700 respectively. Their parents can take a credit of $250
(25% of $1,000 maximum) for Patty and $175 (25% of $700) for
Mark, for a total credit of $425.

MARRIED SEPARATE FILERS: The Tuition and
Textbook Credit must be divided between husband and
wife in the ratio of their respective net incomes. Any
unused part of this credit cannot be used by the other
spouse. Credit can be claimed only for dependents
listed on the return.

50. TOTAL CREDITS. Add lines 47, 48 and 49.

51. BALANCE. Subtract the amount on line 50 from the amount
on line 46. If less than zero, enter zero.

TAX REDUCING INCOME TO LESS THAN $9,000 FOR
TAXPAYERS USING FILING STATUS 1, SINGLE:
Taxpayers using filing status 1 are not eligible to use the
alternate tax computation. However, a single taxpayer who is
not claimed as a dependent on another person’s lowa return
cannot have a tax figure on line 51 of the IA1040 that would
reduce the combination of net income from line 26 and
pension exclusion from line 21 of the IA1040 to less than
$9,000. If subtracting line 51 from the total of lines 21 and 26
results in a difference of less than $9,000, the entry on line 51
must be reduced as calculated on the worksheet below.
TAX REDUCTION WORKSHEET

1. Enter the total of the net income
from line 26 and pension exclusion
from line 21 of the IA1040. 1.

2. Subtract $9,000 from line 1. Enter

the difference on line 3. 2. - $9>OOO
3. Result: 3.
4. Enter the tax from line 51, IA1040. 4.

5. Compare line 3 and line 4. Enter
the smaller number here. If this number
is different than the one on line 51,
1A 1040, substitute this number. Write
“tax reduction” to the left of line 51. 5.

52. CREDIT FOR NONRESIDENT OR PART-YEAR
RESIDENT. Enter the amount of your nonresident/part-
year resident tax credit from Schedule [A126, line 33. A copy
of Schedule [A126 and a copy of your Federal return must be
attached. See instructions for [A126 beginning on page 19.
You may owe less tax by using filing status 3 or 4.

53. BALANCE. Subtract the amount on line 52 from line 51.



54. OTHER IOWA CREDITS. Enter the total of the credits
listed:

a. Franchise Tax Credit - If a financial institution as defined in
Section 581 of the Internal Revenue Code elects to file as an S
corporation for Federal income tax purposes and therefore
have its income taxed directly to the shareholders, those
shareholders qualify for a Franchise Tax Credit. This credit is
calculated by first determining the taxpayer’s pro rata share of
the financial institution’s Iowa net income, line 12 of the 1A
1120F. This amount is then subtracted from the individual’s
taxable income, line 42 of the IA1040. Next, determine a tax on
this amount and subtract from this the total credits from line
50 of the IA1040.

Then subtract this figure from the tax, line 51 of the [A 1040.

This amount is the Franchise Tax Credit allowed. It cannot
exceed the taxpayer’s pro rata share of the franchise tax paid
by the financial institution. Attach a separate schedule to the
IA 1040 showing how the credit was computed.

b. S Corp Credit - Iowa resident shareholders of all S corporations
doing business within and without lowa may be eligible for a
credit. This credit is based on the ratio of the greater of the
portion of S Corporation income attributable to Iowa sources
or the portion of any distributions made from income on which
Iowa income tax has not been paid to total income. Complete
form IA 134 and attach to the IA 1040.

c. New Jobs Credit - If you started a new business or increased
employment of your existing business by 10% and your
business had a 260E agreement with a vocational school or area
community college, you may qualify for the New Jobs Credit.
This credit includes the training of existing employees. Compute
this credit on form IA 133 and attach to your return.

d. Minimum Tax Carry Forward Credit - You may be eligible
for this credit if you paid lowa minimum tax in 1987 or
following years based on tax preferences and adjustments other
than the appreciated property charitable deduction tax
preference. Compute on form IA 8801 and attach to the IA
1040.

e. Other Business Credits - These include the lowa investment
tax credit, eligible housing business and eligible development
business. Attach documentation proving eligibility.

55. BALANCE. Subtract the amount on line 54 from the amount on
line 53. If less than zero, enter zero.

56. SCHOOL DISTRICT SURTAX/EMERGENCY MEDICAL
SERVICES SURTAX. Multiply the amount on line 55 by the
surtax rate and enter the result. Surtax rates are listed beginning on
page 26. Residents of school districts that do not have a surtax
should enter zero on line 56. The applicable school district is the
one in which you resided on the last day of the tax year, not
necessarily the district where your children attend school. Coun-
ties may impose a countywide Emergency Medical Services (EMS)
income surtax. At this time, Appanoose is the only county that
has an EMS surtax.

If you itemize on the lowa Schedule A, you may claim the 2000
school district surtax and EMS surtax as an itemized deduction.
This deduction is taken on line 4 of the lowa Schedule A.

57. TOTAL TAX. Add lines 55 and 56 and enter the total on line 57.

58. TOTAL TAX BEFORE CONTRIBUTIONS. Add the
amounts in columns A and B on line 57 and enter the total on
line 58.

59. CONTRIBUTIONS. Enter your voluntary contributions to
any of the following “checkoffs” in boxes 59a, 59b, and 59c.
Please note that you may contribute to either of the check-
offs regardless of whether you are entitled to a refund or owe
additional taxes, but your contribution will reduce your re-
fund or add to the amount you owe. Your contribution will
qualify as a charitable contribution on your 2002 return. The
contribution can be made on this return only if the return is
filed during the 2002 calendar year. If you file an amended
return, you cannot change your contribution.

59a. FISH AND WILDLIFE FUND (Chickadee Checkoff).
You may contribute any amount of $1 or more to the
@k lowa Fish and Wildlife Protection Fund. Your
{5 contribution through this checkoff is the primary
' support for lowa’s Wildlife Diversity Program which
monitors, researches and manages the state’s nongame
species of wildlife. According to the Natural Resource
Commission policy, 100% of the money donated to this
program goes to the Wildlife Diversity Program.

59b. CORN DOG CHECKOFF. You may contribute any

amount of $1 or more to this fund. The proceeds

from this checkoff will be added to other sources

such as gifts, donations and bequests to be used

by the lowa State Fair Blue Ribbon Foundation

to fund capital projects and improvements to property on the

Iowa State Fairgrounds.

59¢. KEEP IOWA BEAUTIFUL CHECKOFF. You may

contribute any amount of $1 or more to this

KEERs: 014 fund. The proceeds from the checkoff will be

et used to educate and encourage lowans in
ways to enhance the beauty of this state.

MARRIED SEPARATE FILERS: Married couples filing
separately on a combined return (filing status 3) must
enter their combined checkoff amounts in the appropriate

box (es) if both choose to contribute to a specific
checkoff.

60. TOTAL TAX AND CONTRIBUTIONS. Add lines 58 and
59 and enter the total on line 60.

STEP 9 CREDITS

61. IOWA INCOME TAX WITHHELD. Enter the total amount
of income tax withheld for Iowa on your W-2s, W-2Gs, and/
or 1099s. This will be the figure shown in the box labeled
“State income tax withheld.” Copies of the W-2s W-2Gs,
and/or 1099s showing lowa tax withheld must be attached to
the return. Your W-2s W-2Gs, and/or 1099s must be com-
plete and legible with no alterations.

62. ESTIMATE AND VOUCHER PAYMENTS. Enter the to-
tal amount of 2001 Iowa estimated tax payments. This in-
cludes any fourth-quarter payment made in January 2002
and any payments made with the IA 1040-V Payment Voucher.

Also include any overpayment from your 2000 income tax
return that you applied to your estimated tax for 2001. You
cannot claim as an estimated payment any additional lowa
income tax paid for 2000 or for any prior tax years.

63. OUT-OF-STATE TAX CREDIT. All income an lowa resi-
dent earns is taxable to lowa to the same extent that it is
taxable on the Federal return even if the income was earned
in another state or foreign country. If another state or for-
eign country taxes that same income, then the lowa resident
may be able to claim the Out-Of-State Tax Credit on this line.
Use form 1A 130 to compute your Out-Of-State Tax Credit.



a. Nonresidents of lowa cannot claim this credit.

b. Part-year residents of lowa may claim this credit only if the
income they earned during that part of the year that they were
Iowa residents was also taxed by another state or country.

c. The state or foreign income tax imposed on your income is the
tax shown on the income tax return you filed with that state or
country. It is not the amount that was withheld from your
wages.

d. The Out-Of-State Tax Credit must be figured separately for each
state or foreign country. The combined total of all credits cannot
exceed the Towa tax liability.

In order to receive the credit, a complete copy of your income tax
return filed with the other state must be submitted with your
Iowa return, along with a copy of the IA130. If you are claiming
the Out-Of-State Tax Credit on tax paid to a foreign country,
attach a copy of Federal form 1116 or other document showing
the foreign tax paid.

64. MOTOR VEHICLE FUEL TAX CREDIT. Enter the amount
of Motor Vehicle Fuel Tax Credit from Schedule 1A 4136. The
Federal Schedule 4136 cannot be used. The lowa credit does
not apply to gasoline used in automobiles or pleasure boats. If
you have an Iowa Motor Fuel Tax Refund Permit number and
have claimed any refunds during the tax year, NO Motor Vehicle
Fuel Tax Credit can be allowed on the lowa income tax return.

For partnerships and S Corporations, the amount of credit
reported by each partner or shareholder is based on his or her
share of earnings or losses. An additional schedule must be
sent in with the IA 4136 which should list the name of the
partnership or S Corporation, its Federal identification number,
the total number of gallons purchased, and how the number of
gallons are divided among the partners or shareholders.
Schedule IA 4136 may be obtained at www.state.ia.us/tax or
by calling 1-800-532-1531 (in lowa) or 515/281-7239.

65. CHILD AND DEPENDENT CARE CREDIT. Only taxpayers
with a net income of less than $40,000 are eligible for this credit.
If you are married, your net income and the net income of your
spouse must be combined to determine if you qualify, even if
your spouse does not file an Iowa return.

This credit is refundable. Even though you may not be required
to file an Iowa return, you may wish to do so in order to claim a
refund for this credit. You may be eligible for this credit even
though you were unable to take it on your Federal return.

Use the following worksheet and percentage table to calculate
the Child and Dependent Care Credit. The percentages are
based on your lowa net income on line 26. You must attach a
copy of your Federal form 2441 or Schedule 2 of Federal 1040A
used to calculate your Federal Child and Dependent Care Credit

MARRIED SEPARATE FILERS: In computing the
credit, the combined net income of both spouses must
be used. The Child Care Credit must be divided between
husband and wife in the ratio of each spouse’s net
income to their combined net income.

WORKSHEET
1. Enter the amount from line 9 of Federal form 2441 or line 9 of
Schedule 2 of Federal form 1040A. Note: Use the Child Care
Credit prior to any Federal Alternative Minimum
Tax calculation. L.
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2. If total of line 26 of the IA1040, columns A and B, is:

allowable % allowable %
Less than $10,000 ...... 75% $25,000 - $34,999...... 50%
$10,000 - $19,999 ........ 65% $35,000 - $39,999..... 40%
$20,000 - $24,999 ........ 55% $40,000 and over:not eligible for credit

Enter % here 2.
3. Multiply line 1 by percentage on line 2. Enter the result here
and on line 65 of the IA1040. 3.
NONRESIDENTS AND PART-YEAR RESIDENTS - This credit
must be adjusted using the following formula:

Iowa net income (line 26, IA126)
All-source net income of you
and spouse (line 26, IA1040)

66. OTHER REFUNDABLE CREDITS.

a. Research Activities Credit — You may be eligible for this credit
or alternative research credit if you increased Iowa research
activities in 2001 over the activities for the base period. For
details on qualification for the credit and how to compute the
credit see form IA 128 or IA 128A.

b. Assistive Device Tax Credit — For tax years beginning on or after
January 1, 2001, eligible small businesses can take an assistive
device tax credit for purchasing, renting or modifying an assistive
device or making workplace modifications for employees with
disabilities. The certificate for entitlement of the credit issued
by the lowa Department of Economic Development must be
attached to the lowa return. The certificate is valid only for the
tax year in which the assistive device was installed or workplace
modificaitons were completed. If the credit is taken for lowa
purposes, the small business shall not deduct on the Iowa
return the cost of assistive devices or workplace modifications
deducted on the Federal return. Any credit in excess of the tax
liability can be refunded.

c. Property Rehabilitation Tax Credit— For tax years beginning on
or after January 1, 2001, eligible businesses can take a property
rehabilitation tax credit for qualifying rehabilitation costs for
eligible property. The property rehabilitation tax credit certificate
issued by the lowa Department of Cultural Affairs must be
attached to the lowa return. The credit is limited to the tax
shown on the return. However, the credit in excess of the tax
liability is eligible for refund at a discounted amount.

d. Claim of Right Credit — A refundable credit may be taken if there
was income repaid in the 2001 tax year that was reported and
taxed on a prior lowa return. To calculate the credit, recompute
the tax in the prior year without the repaid income. Enter the tax
reduction that was calculated as a credit on this line. However,
it may be to your advantage to take an income adjustment on
line 24. (See page 10, line 24k for more information.) You may
take either the credit on this line or a deduction of the amount
repaid on line 24, but not both.

Example of Claim of Right Credit: A taxpayer received a $5,000
bonus in 1998 and reported it on the 1998 lowa return. In 2001
the taxpayer’s employer advised that the bonus was awarded in
error and was to be repaid. The bonus was repaid by the end of
2001. After recomputing the 1998 Iowa return, there is a $440
reduction in tax. The taxpayer may claim a credit of $440 on line
66 of the 2001 lowa return.

Example of Claim of Right Deduction: A taxpayer reported $7,000
in unemployment benefits on the 1998 lowa return. In early 2001
the taxpayer was notified that $4,000 of the unemployment
benefits had to be repaid. The benefits were repaid by the end
0f2001. The taxpayer may claim a $4,000 income adjustment on
line 24 of the 2001 Iowa return.

Xcredit calculated = credit on
above line 65



