
State Tax Reform for Tax Year 2019 
and Beyond 

 
A few weeks ago in this newsletter we looked at changes in our state’s new 
Comprehensive Tax Reform Bill for the current tax year (2018). This week’s 
article is going to pick up where we left off and focus on the income tax cuts 
and other reforms that will start in tax year 2019 and beyond.  

 
Tax Year 2019 

 
One of the most important reforms was an average tax cut of 10 percent in 
tax year 2019. We were able to design this to benefit over 90% of Iowa 
taxpayers. We estimated it would amount to a $400 million tax cut in Tax 
Year 2019.  
 
Without this tax cut, Iowans would see a tax increase in Iowa income taxes 
because of the income tax cut put into place by the federal government at 
the end of last year.  
 
Also, in Tax Year 2019, Iowa will move over to working from the federal 
Adjust Gross Income (AGI), part of a change to streamline the process of 
completing state income tax forms.  
 
Additionally, in Tax Year 2019 the tax reform bill expands the Section 179 
cap and investment limit to $100,000 (recall that it is set at $70,000 for tax 
year 2018). We are allowing businesses to depreciate expensing above the 
cap over the following five years. 
 
Businesses will also be able to take 25 percent of the federal qualified 
business income deduction on their Iowa return beginning in Tax Year 
2019. 
 
The tax reform bill conforms with the Internal Revenue Code effective for 
tax year 2019 and later, and thus couples with: 

 AGI changes  
o Elimination of the domestic production activities deduction 



o Elimination of the moving expenses deduction for non-military 
moves 

o Elimination of alimony payment deduction and elimination of 
alimony received as income for agreements after December 31, 
201 

 Itemized deduction changes  
o Elimination of the income limitation on itemized deductions 
o Elimination of home equity interest deduction and casualty 

deduction for non-disaster related losses 
o Elimination of itemized deduction for unreimbursed job 

expenses and tax preparation services 
 

Tax Year 2020 
 

In Tax Year 2020 the Section 179 cap will fully couple with the federal cap 
at $1 million and be annually indexed—a change that will help businesses 
plan for equipment upgrades and invest in themselves. This is a change that 
I advocated for as I heard from a number of farmers and others about this 
need for small business. 
 
Also, in 2020, the state will couple with the federal repeal of like-kind 
exchanges (1031) for all but real property. 
 
 

Tax Year 2021 
 
In Tax Year 2021, the top corporate tax rate, which by the way is the highest 
in the country, will drop from 12% to 9.8%. Also, federal deductibility will 
be eliminated for corporations in that year. 
 
Also, businesses will be able to increase their % of the federal income tax 
deduction they can take, up from 25% now to 50 percent.  
 

Tax Year 2022 
 

In Tax Year 2022, businesses will be able to take 75 percent of the federal 
income tax deduction. 
 



Tax Year 2023 and Beyond 
 
Further income tax rate cuts are dependent on Iowa meeting specific state 
revenue targets. Having specific revenue requirements will ensure the 
state’s budget is sound and sustainable and its obligations are met.  
 
These are the changes that would take place in Tax Year 2023 assuming 
those revenue targets are being met: 

 Additional individual income tax rates will be cut with the top 
individual income tax rate lowered to 6.5% (top rate now is 8.98%) 

 Number of individual tax brackets going from 9 down to 4 

 Use of federal taxable income as the basis for Iowa taxable income 
with various adjustments, more streamlining of the process of filling 
out tax returns.  

o This automatically makes the qualified business income 
deduction now up to 100%. 

o This also automatically incorporates federal itemized or 
standard deduction amounts. 

 Eliminate federal deductibility 

 Eliminate the Iowa Alternative Minimum Tax, allow nonrefundable 
claims of any available Iowa Alternative Minimum Tax Credit in TY 
2023 and eliminate the tax credit effective in TY 2024 

 
To illustrate several common scenarios: 

 A married couple with two children and a household income of 
$75,000 will see a tax reduction of 25.7 percent.  

 A single taxpayer with one child and an income of $48,000 will see a 
tax reduction of 25.8%. 

 A single taxpayer with no dependents and an income of $25,000 will 
see a tax reduction of 22.3%. 
 

That is meaningful tax relief to working Iowa families. 
 

Conclusion 
 
We would have liked to have accelerated the tax cuts, in other words, to 
make the full tax cuts take place faster. But we used conservative revenue 
projections in order to craft a bill that would put cuts into place that we 
knew the state could manage. We will continue to be looking at this new law 



and our revenue projections to see if we can modify it to implement the tax 
cuts faster.  
 
Overall, we put together a tax reform bill that would provide simplification 
of the state’s tax structure as well as immediate, substantive, and significant 
relief. It targets middle class families, small businesses and farms. With 
these changes, Iowa’s tax structure also becomes much more competitive 
compared to other states. In addition, it provides safeguards to ensure our 
state remains fiscally responsible and sustainable with our budget 
obligations for years to come.  
 
 
Feel free to contact me with ideas, thoughts, and concerns. I want to hear 
what you are thinking and will listen to your input. Together we will work 
to make a difference for the future of Iowa. 
  
Thank you again very much for all your support and for the honor of 
representing you! 
  
Sincerely, 
 

Sandy 


