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An Act relating to the method of deducting net operating
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losses in computing the income tax liability of individuals

and corporations.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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1 Section 1. Section four hundred twenty-two point nine
2 (422.9), subsection two (2), Code 1977, as amended by Acts
3 of the Sixty-seventh General Assembly, 1977 Session, chapter
4 one hundred nineteen (119), sections four (4) and five (5},
5 1s amended to read as follows:
6 2. The total of contributions, interest, taxes, medical
7 expense, nonbusiness losses and miscellaneous expenses de-
8 ductible for federal income tax purposes under the Internal
9 Revenue Code of 1954, with the following adjustments:
10 Sec. 2. Section four hundred twenty-two point nine (422.9),
subsection two (2), Code 1977, as amended by Acts of the
Sixty-seventh General Assembly, 1977 sesslion, chapter one
hundred nineteen (119), sections four (4) and five (5), 1s
14 amended by adding the following new subsection:
15 NEW SUBSECTION. 1If after applying all of the adjustments
16 provided for in section four hundred twenty-two point seven
17 (422.7) of the Code, the allocatien provisicns of section
four hundred twenty-two point eight (422.8) of the Code and
the deductions allowable in this section subject to the
modifications provided in section one hundred seventy-two
d (172(d)) of the Internal Revenue Code of 1954, the taxable
income results in a net operating loss, the net operating
loss shall be deducted as follows:

a. The Iowa net operating loss shall be carried back three

taxable years or to the taxable year in which the individual
first earned income in Iowa whichever year is the later.

b. The lowa net operating loss remaining after being car-
ried back as required in paragraph a of this subsection or
if not required to be carried back shall be carried forward
seven taxable years.

c. If the election under section one hundred seventy-two
b three E (172 (b) (3) (E)) of the Internal Revenue Code of
1954 :1s made, the Iowa net operating loss shall be carried
forward seven taxable years.

d. No portion of a net operating loss which was incurred
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without the state by a nonresident of this state shall be
deducted.

e. Estates and trusts subject to tax under section four
hundred twenty-two point six (422.6) of the Code shall be
subject to the above net operating loss provisions.

Sec. 3. Section four hundred twenty-two point thirty-
five (422.35), unnumbered paragraph one (1), Code 1977, is
amended to read as follows:

The term "net income" means the taxable income }ess before
the net operating loss deduction, both as properly computed
for federal income tax purposes under the Internal Revenue
Code of 1954, with the following adjustments:

Sec. 4. Section four hundred twenty-two point thirty-five
(422.35), Code 1977, as amended by House File two thousand
thirty-seven (2037), enacted by the Sixty-seventh General
Assembly, 1978 Session, section four (4), is amended by adding
the following new subsection:

NEW SUBSECTION. If after applying all of the adjustments
provided for in this section and the allocation and apportion-

ment provisicns of section four hundred twenty-two point
thirty-three (422.33) of the Code, the Iowa taxable income
results in a net operating loss, such net operating loss shall
be deducted as follows:

a. The Iowa net operating loss shall be carried back three
taxable years or to the taxable year in which the corporation

first commenced doing business in this state, whichever is

later.

b. The Iowa net operating loss remaining after being car-
ried back as required in paragraph a of this subsection or
1f not required to be carried back shall be carried forward
seven taxable years.

c. 1If the election under section one hundred seventy-two
b three E (172 (b) (3) (E)) of the Internal Revenue Code of
1954 1s made, the Iowa net operating loss shall be carried
forward seven taxable years.
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d. No portion of a net operating loss which was sustained
from that portion of the trade or business carrled on outside
the state of Iowa shall be deducted.

€ec. 5. The provisions of this Act are retroactive to
January 1, 1978 for Iowa net operating losses sustained in
tax years beginning on or after January 1, 1978 and to this
extent the provisions of this Act are retroactive.

Sec. 6. This Act, being deemed of immedlate importance,
shall take effect and ???in force from and after its publica-
tion in The Waterloo Courier, a newspaper published in
waterloo, Iowa, and in the Fayette‘Eghnty Union, a newspaper
published in West Union, Iowa.

EXPLANATION

The bill provides for the computation of the net operating
loss deduction for individual and corporate income tax pur-
poses.

LSB 41138
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SENATE FILE 2210

H-6207 . —— .
1 amend Senate Pile 2210, as passed by the Senate,
2 as follows:
k 1. Page 2, line 10, by striking the word "both"

ti~and inserting in lieu thereof the word "meen”,

H-6207 FILED (ctedi) BY COMMITTEE ON WAYS AND MEANS
APRIL 24, 1978 «-<¢{ £% ! NORLAND of Worth, Chair

SENATE FILE 2210
H=-6330
1 Amend Senate File 2210, as passed by the Senate,
2 as follows:
3 1. Page 1, by inserting after line 9 the following
L new section:
5 *Sec. . Section four hundred twenty-two point
6 nine (42279), subsection two (2), paragraph c, Code
7 1977, is amended to read as follows:
8 ¢. Add the amount donated te-a-peiitiecal-party
9 er-parties-as-defined-by-seetien-43-2 as a political
10 contribution as defined in section forty-one ¢ (#1
11 {(c})} of the Internal Revenue Code of 1954, not to
12 exceed one hundred dollars or two hundred dollars
13 in the case of a married couple filing a joint return."
14 2. Renumber sections and correct internal
15 references as are necessary in accordance with this
16 amendment.
17 3. Amend the title, line 2, by inserting after
78 the word "losses"™ the words "and political
19 contributions”.
H-6330 FILED 4.p?s 4 BY NORLAND of Worth

APRIL 25, 1978 = # %87 WEST of Marshall
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BEOUSE AMENDMENT TC SENAT

-3692
Amend Senate Tile 2210 as passed by the Senate,
follows:

1. Page 1, by inserting after line 9 the following
new secticn:

"Sec. . Section four hundred twanty-two point

(422.3), subsection two (2), paragrarh c, Code

is amended to read as follows:

Add tihe amount donated te-a-pelisieai-pasay
or-passieg-az-daiined-by-seetian-43-2 as a political
contribution as defined in section fortvy-one ¢ (41
{c)) of the Internal Revenue Code of 1954, rnot to
exceed one hundreéd dollars or two hundred dollars
in the case of a married couple filing a joint return."

2. Page 2, line 10, by striking the word “"both”
and inserting in lieu thereof the word "me=h",

3. Renumber sections and correct internal
references as are necessary in accordance with this
amendment. .

4. Amend th

n
n

title, line 2, by inserting after

=
the word "losses” the words "and political

contributions”.

S~3622 FILED RECEIVED FPOM THE HOUSE
APRIT, 27, 1978 1/
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FISCAL NOTE
SENATE FILE 2210

Requested by Representative Norland

April 25, 1978
In compliance with a written request, there is submitted
Fiscal Note for S.F. 2210, pursuant to Joint Rule 16:
Senate File 2210, An Act relating to the method of deducting net
operating losses in computing the income tax liability of
individuals and corporations.

The intent of the proposed legislation is to eliminate incomsistencies
between current Department of Revenue regulations and a recent lowa
Supreme Court decision as they pertain to the amount of net operat-
ing loss which may be properly determined for Iowa tax purposes.

The Supreme Court ruled the lowa statutes require the use of the
federal net operating loss in computing Iowa taxable income without
giving consideration to certain adjustments provided for in

Sections 422.7 to 422.9, or 422.33 and 422.35.

To the extent that the legislation will simply be providing for
the continuation of current Department practices relating to the
cemputation of the net operating loss deduction, the proposal will
not result in an increase or decrease in state revenues. If the
legislation were not enacted, it is felt that the use of net
operating loss as determined for federal purposes could affect
the state revenue. However, the extent of the revenue impact
would tend to be one in which additional taxes due from a tax-
payer would be offset by a reduction in the taxes for another
taxpayer. An estimate of the magnitude of the net effects cannot

be provided.
Sourcz: Department of Revenue

FILED GERRY D. RANKIN
MaY 1, 1978 LEGISLATIVE FISCAL BUREAU




SENATE FILE 2210

AR MCT
RELATING TO THE METHOD OF DEDUCTING NET OPERATING LOSSES AND
POLITICAL CONTRIBUTIONS IN COMPUTING THE INCOME TAX LI-
ABILITY OF INDIVIDUALS AND CORPORATIONS.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THEB STATL OF IOWA:

Section 1. Section four hundred twenty-two point nine
(022.9), subsection two [(2), Codo 1977, aa amonded by Acts
of tho Sixty~saventh General Assembly, 1977 Session, chapter
one hundred ninaetacn (119}, scetions four {(4) and five (5],
is amended to read as follows:

2. The total of contributions, interest, taxcs, medical
expanse, nonbusiness lossas and miscellancous cexpenses do-=
ductible for federal income tax purposes under the Internal
Revenuo Code of 19584, with the following adjustments:

Se¢. 2. Scction four hundrad twenty-two point nina (422.9),
subgsection two [2), paragraph ¢, Code 1977, is amended to
read as feollows:

<. AAdd the amount donatcd es-e-peitticai-pavey-sr-partzes
an-dofined-by-seseion-43v3 as a political contribution as

defined in section forty-one ¢ (41 (c}) of the Internal Revenue

dollars in the case of a marriced couplo filing a joint roturn,

dec. 3. Section four hundred twenty-two point nine (422.9),
subsection two (2), Codo 1977, as amended by Acts ©f the
Sixty~seventh General Assembly, 1977 Session, chapter cone
hundred ninotaen (119}, sections four (4) and five (5}, is
amended by adding the following new subsoction:

NEW SUBSECTION. 1t after applying all of the adjustnoents

Senate File 2210, P, 2

provided for in section four hundred twenty-twe point seven
(422.7) of the Code, the allocation provisicons of scction
four hundred tweanty-twe point aignt (422,8) of the Code and
tha deductions allowable in this scction subjcct to the
modifications provided in section one hundred seventy-two

d (172(d)) of the Intarnal Revenue Code of 1954, the taxable
incoms rosults in & net operating loss, thoe net operating
loss shall be deducted as follows:

a. The lowa net operating less shall be carried back three
taxable years or to the taxable year in which the individual
firgt carned incoms in lowa whichevar ycar is the later.

L. The Iowa nct operating loss remaining after being car-
ricd back as required in paragraph a of this subscction or
if not required to be carried back shall be carried forward
seven taxablc years,

c. ILf the slection under section onc hundred sevanty-two
b three E (172 (b) (3} (E}}) of the Internal Revenus Code of
1954 is made, the Iowa net opcerating less shall be carried
forward seven taxable ycars.

d. No portion of a net opecrating logss which was incurred
without the statea by a nonrxesident of this astate shall ba
deducted.

e, Estates and trusts subject to tax under section four
hundred twonty-two point six {422.6) of tha Code shall be
subject to the above net operating loss provisions.

Sec, 4. Section four hundred twenty-two poeint thirty-
five {(422.35), unnumbered paragraph one (1), Code 1977, 1is
amended to road as follows:

The tenn *net inoome” reans the tasxable incoms tess before
the net operating loss deduction, beeh as proporly computed
for fedaral incomo tax purpeses under the Internal Revenue
Code of 1954, with the following adijustmants:
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Sce. §.  Saection four hundred twenty-two point thirty-five tion in The Waterloo Courier, a newspaper published in

(422,35), Code 1977, as amendec by Houase File two thousand HWatorloo,

Iowa, and in the Fayette Couanty UYnion, a newspaper

tairey-sevon (2037), enactad by the Sixty-seveoth General ounliahed 1n West Union, lowa.

rssembly, 1974 Sesgion, scction four (4}, is amended by adding

the following new subsection:

duW SUBSECTION. 1Y after apyelying all of the adjustments

provided for in this scotion and the allecation and apportion-
mant provisions of section four hundred twenty-two point
thirty-three (922,23} of the Cede, the Iowa taxable income
results 1n a net operating less, such net operating loss shell
hea daeducte:d as follows:

a. The lows net operating loas shali se carried back thraee
taxable years or te tha taxable year in which the corporation
farst commenced doing business in this state, whichever is
lator.,

b. The lowa net operating loss remaining after bdeing car-
vicd bagik as required in paragra»h a of this subscction or
Lf not regalrzed to boe carried Lask shall be carricd forward
soven taxable ycars. Aoproved

<. If the electinn undar scction one hundred seventv-twe
b three B (172 (b) (3} (E)] of the Internal Revenue Code of
1954 i3 made, the lowa aet operating loss shall ba carried YOETTRT .
forward sevan taxable ysars, Fovernor

4. o portion of a not operating loss which waa sustained
from that portion of 4ne trade or business carried on outaide
the state of [owa shall be deducted,

See. 6. Tac provisions of this Act are retroacitive to
January 1, 1978 for Iowa net operating logsscs sustalned in
tax yoars beginning on or aftar Januvary 1, 1978 and to this
extent the provisions of this Act are retroactive,

Sac¢, 1. Thia Act, being deemad of immediate imporiance,

shall taxe ¢ffect amd be in force from and after 1ts publica-

NURHOW A, NEU
President of the Scnate

BruE M, COcHRAN 77
Speakar of the House

1 heroby certify that this bill originated in the Sanate and

is known as Senate Pile 2210, Sixty-sceventh Gancral Assembly.

KEVYW ®°° YIGHT — — T
Acting Sccretary of the Senate

z , 1973




