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An Act relating to the method of deducting net operating 

losses in computing the income tax liability of individuals 

and corporations. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 



S.F. :/~!() H.F. 

1 Section 1. Section four hundred twenty-two point nine 
2 (422.9), subsection two (2), Code 1977, as amended by Acts 
3 of t~e 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 

Revenue Code of 1954, with the following adjustments: 
10 Sec. 2. section four hundred twenty-two point nine (422.9), 
11 subsection two (2), Code 1977, as amended by Acts of the 
12 Sixty-seventh General Assembly, 1977 ::,ession, chapter one 
13 hundred nineteen (119), sections four (4) and five (5), is 

14 amended by adding the following new subsection: 
15 NEW SUBSECTION. If after applying all of the adjustments 
16 provided for in section four hundred twenty-two point seven 
17 (422.7) of the Code, the allocation provisions of section 
18 four hundred twenty-two point eight (422.8) of the Code and 
19 the deductions allowable in this section subject to the 
20 modifications provided in section one hundred seventy-two 
21 d (l72(d)) of the Internal Revenue Code of 1954, the taxable 
22 income results in a net operating loss, the net operating 

23 loss shall be deducted as follows: 
24 a. The Iowa net 

25 taxable years or to 
operating loss shall be carried back three 
the taxable year in which the individual 

26 first earned income in Iowa whichever year is the later. 
27 b. The Iowa net operating loss remaining after being car-
28 ried back as required in paragraph a of this subsection or 
29 if not required to be carried back shall be carried forward 
30 seven taxable years. 

31 c. If the election under section one hundred seventy-two 
32 b three E (172 (b) (3) (E)) of the Internal Revenue Code of 
33 1954 is made, the Iowa net operating loss shall be carried 
34 forward seven taxable years. 

35 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 ±ese 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 

17 the following new subsection: 

18 NEW SUBSECTION. If after applying all of the adjustments 
19 

20 

21 

22 

23 

24 

provided for in this section and the allocation and apportion
ment provisions 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 
25 taxable years or to the taxable year in which the corporation 

26 first commenced doing business in this state, whichever is 
27 later. 

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

32 ~. If the election under section one hundred seventy-two 

33 b three E (172 (b) (3) (E)) of the Internal Revenue Code of 
34 1954 is made, the Iowa net operating loss shall be carried 
35 forward seven taxable years . 
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S.F . .3-?tO H.F. 

1 d. No portion of a net operating loss which was sustained 
2 from that portion of the trade or business carried on outside 
3 the state of Iowa shall be deducted. 
4 Sec. 5. The provisions of this Act are retroactive to 
5 January 1, 1978 for Iowa net operating losses sustained in 
6 tax years beginning on or after January 1, 1978 and to this 
7 extent the provisions of this Act are retroactive. 
8 Sec. 6. This Act, being deemed of immediate importance, 
9 shall take effect and ~J, 7 in force from and after its publica-

10 tion in The Waterloo Courier, a new~aper published in 
~// '!.-

11 Waterloo, Iowa, and in the Fayette County Union, a newspaper 
12 ptililished in West Union, Iowa. 
13 EXPLANATION 
14 The bill provides for the computation of the net operating 
15 loss deduction for individual and corporate income tax pur-
16 poses. 
17 
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SENATE F!LE 2210 

H-6207 .. ----
1 Amend Senate File 2210, as passed by the Senate, 
2 as follows: 
3 , 1. Page 2, line 10, hy striking the word "both" 
~and inserting in lieu thereof the word "ee~!ol". 

H-6207 FILED ti.·£..,_1;) BY CO:-!MITTEE ON WAYS AND MEA.'IIS 
APRIL 24, 1978 ·/:·_..~(,fX·}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 
4 new section: 
5 "Sec. • Section four hundred twenty-two point 
6 nine (422~, subsection two (2), paragraph c, Code 
7 197 7, is amended to read as follows: 
8 c. Add the amount donated te-~-~e~±~iea~-~af~Y 
9 ef-~af~±es-es-aer±nea-by-see~ien-4a.2 as a political 

10 contribution as defined in section fort -one c (41 
11 c of the Internal Revenue Code of 195 , not to 
12 exceed one hundred dollars or tv1o 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 \·ri th this 
16 amendment. 
17 3. Amend the title, line 2, by inserting after 
18 the word "losses" the \<lords "and political 
19 contributions". 

H-6330 FILED u.ot.er..J '//,,; BY 
APRIL 25, 1978 '/'!> /E'S"> 

NORLAND of Worth 
WEST of Marshall 



s-~69~ 
l ~~end se~ate File 2210 as passed by t~e sc~ate, 
2 as :'ollows: 
3 1. ?age 1, ~y inserting after line 9 the following 
4 ne .. ,., section: 
5 "Sec. . Section four hundred twenty-two point 
6 nine (~22~, subsection two {2), paragraph c, Code 
7 1977, is a~ended to read as follows: 
8 c. Add t~e amount donated ~e-a-~e±f~~ea=-~a~~y 
9 e~-~~~~~es-eg-ee~i~ee-~y-~ee=~~~-43.~ as a oolitical 

10 contribution as defined in section fortv-one c (41 
ll {c)) of the In~ernal Revenue Code of 1954, not to 
12 exceed one hundred dollars or two hundre~ dollars 
13 in the case of a married couple filing a joint return." 
14 2. Page 2, ll.ne 10, by·strl.kl.ng the word "both" 
15 and inserting in lieu thereof the word "ee~~". 
16 3. Renu~er sections and correct internal 
17 references as are necessary in accordance with this 
l a ~itenC..TTien t . . 
19 4. &~end t~e title, line 2, by inserting after 
20 the word "losses" the words "and political 
21 contributions". 

S-5692 FILED 
APRIL 27, 197 8 

FISCAL NOTE 
SENATE FILE 2210 

Requested by Representative Norland 
April 25, 1978 

In compliance wi~~ a written recuest, there is submitted 
a Fiscal Note for S.F. 2210, purs~ant 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 inconsistencies 
between current Department of Revenue regulations and a recent Iowa 
Supreme Court decision as they pertain to the amount of net operat
ing loss which w~y be properly determined for Iowa tax purposes. 
The Supreme Court ruled the Iowa 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 
computation of the net operating loss deduction, the proposal will 
not result in an increase or decrease in state re•tenues. 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. 
Sourca: Depart~ent of Revenue 

FILED GERRY D. Nti~KI~ 
MAY l, 1978 LEGISLATIVE FISCAL BUREAU 
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Aft J\CT 

ru-:LATING TO TilE HE'l'HOD OF OEDUC'l'!.NG N'El' OPERATING J.OSSES AND 

POLI'riCAL CON''I'RIBUTIONS IN COHPUTPlG TH& INCOME 'I'AX },!.

ABILITY OF lNDIV[OUALS AND CORPORATi:O~lS. 

UH IT 1-:NAC'I'ED B'l TJU: GKNJ-;RAJ, ASSEMBLY Ol-' THE STATI: OF IOWA: 

Section 1. Section four hundred twenty-two point nine 

(tl22.9l, subsection two (2), Coda 1977, as arnonded by Acts 

of tho Sixty-sev~nth C".cna·ral 1\.ssnrrbly, 1977 Session, chilptor 

one hundred ninotoon (119), sccti.ons four {ij) and fivo (5), 

is a!Ticndcd to read as follovs: 

2. The tOt3l of contributions, int.orost, ta)(cS, medical 

oxpanso, nonbusiness lossos and miscellancoos ox;>enses de
ductible for federal inoomo tctx purpose9 undor t.he Internal 

Rcvonuo Code of 195~, wi.U\ the f.ollowinq adjusttncnts: 

Se~. 2. Section four hundred t~·enty-two point nine (1422.9), 

subsection two (2), paragraph c, Code 1977, is amondod to 

read as follm"s: 

c. Add tho arnount donatctl M-a-peiH!i:eei-par~y-er-pl'lrt.~es 

as-dehMd-tsy-seet~~m-~:lTd ~~ polit~cal contri.bt_ltio..!.~ 

dofinod in secti.on forty-ono~_(..£l..L...9'~~~ the Internal Revenue_ 

~ode of 195~, not to (.lXCced one hundred dollars ~L ... !: .... ~.l~ndrod 
~olla_r~ 1n the case of a married coup_lo filing a joint roturn. 

Sec. ). Soction four hundred twenty-two point nine (422.9., 

subsection two (2), Co do \9TJ, as at!IAnd~d by Acts of the 

Sixty-seventh Genoral Assembly, 1977 Session, chaptor ono 

hundred ninoteen (119., sections four (~) and five (5., is 

amondod by adding tho following new subsocti.on: 

nHW SUBSECTION. It after applying all of the adjustJ"\\nts 

• • 
Senat.o f'ile 2210, P. 2 

provided for in section four hu.ndrod t·.tenty-two point seven 

(422. 7) of tho Code, t.'"'lo allocation provi$ions of section 

four hundred t.,.·emt:y-two ~int eight (422.8) of the Code and 

tho deductions allowable in this section subject to the 

r.tOdi.fications provided in section one hundr~d seventy-two 

d (172(d)) of tho Into.rnal Revonuo Code of 1951.1, the taxable 

incom.s results in a net operatinq loss, tho net operating 

loss Yhilll be deducted as follows; 

,'}, The lowa net oporatin9 loss shall bo carried back thrco 

taKable years or to the taxablo Y·~a.r in which the individual 

first oar nod incotro ln r.,· . .oa whichever year is the la.tor. 

b. 1'he Iowa not operatinq lo1w remaining aft(.lr being car

ried back as roquirod i.n paragraph a of this subaection or 

i [ not roquir~d to be carried back $hall be ca.rri(')d forwa. rd 

seven taxable years. 

c. !.f the aloction under goction ono t)undred aevonty-two 

b three E ( 172 {b) (3} (1::)) o( the Internal Rovonue Code of 

1951~ i$ tMde, the Iowa net operating lo~s shall be carri.od 

for"oo'ard seven taxablo years. 

d. ~o portion of a net operating loa.s which Wa!) incurred 

without tha state by a noorosidont of this state shall be 

deducted. 

e, Estates and trust:s subjoct. to tax under section four 

hundred twonty-two p .. ?int six {422.Gl of tha Code shc1ll be 

subject to tho above net operating lo!)s provl.Sl.Ons. 

Sec. "· Section four hundred tWf'lnty-t"'o point thirty

fi\'e (1.122.35), unnult'b!:!rHd par.'lgraph one (1), Code 1977, is 

cu•-entJod to road as follows 1 

The tenn •not inooll\:..!" naans tho tax."\blo inooma lees before 

the not operating lc>ss deduction, beeft as proporly corr'tputod 

for federal incomo t..:sx purposes undor t.hc Internal Revenue 

Code of 1951.1, with tho follO\oling adjustmnts: 

U> :n 
~ 
~ 

0 



S~"ln<\t.~ Filo 2210, P. J 

Sec. s. .St'!ct.ion four: hundr:~d t:wont'j-t'.-10 point thirty-f. i.v.~ 

(ll22, 3!:1), Code 1977, i\S Ul!'lPlndeci by I!O.JSP. Fill: L'o-'0 t~hO•.ISand 

t:oirty-stlvon (2031l, enacted hy the :;.i.xty-sovcnth r.onct·al 

hsf~ombly, 1971) Seas ion, 1:\UCLi<•n four (ll) I ls a;nend~d Cy c"ldding 

ttw following rv...~· ... : subsection: 

;-J!;\Y SUBSt:cr ION, !~ ttfte1· ap~>lyiny- all of Uu: •ldju!ltmenta 
--·- --··-·--··-

pr~vid•3d for in this section anl tho .\!.location and api;ortion

lt'"mt provi aions of ~wct:i.on four hundroJ twunty-two ;:-oint 

:.:hi.cty-tnnw ('122, 33} of the Cod>?, t:ho Iowa taxable 1ncomc 

1·osults Lr: a net: opa:-.lt:.inCJ lo~;~:., :>uch n~t _:.;wr.::tting lO!H> :.;hall 

bq Jcductt):) ;u; follo\ols: 

;L Tho Io\.o'.:.t rwt. oporat:J.nq loss s)h"\lJ. ::>c carriud b<'\CK tht"•3C 

tax<,blo yt=:<"lrS or to tho t.axclble y'..!<H in which the o;orpoc,"\tion 

!.l.t'st coiiUncnc<.::d doittq bo.J~i.ness i.;, this st~at:c, whichovcc i!l 

lator. 

b. Tho l<'""" net ot:orat.ing loss r~nmin.in:J ;\ftor !:>oi:1g .:;ar

":'if)oi ba:;:.: -'lS requi.r:oJ in p.::tr.:.gr":-'h ,, 1Jf t:lis subucctiool ~_:.r 

Lf not ro;pi~·~:sd to l>.! c"rri·~d b;1.:::\. ;;h,:oll Oo c.lrri'...!d fo:-w.1rd 

s:.:vnn t"\>:il.hl<'l yc,"\rs. 

c. If the olt)(:ti•lo under S<...!cti.on on~ hundn:~d st~Vont:.y-two.:; 

b thr~~c 1-: {1"12 (b) (3) (E)) of the lntP.rnal ~evcnuc Codo of 

195~ !.s 11\adc, t.l\\l to· ... ·a :-~et opcratinq lo!!s sh,lll ';~,"! •::uricd 

to:"·i,lrd ~:.o·.'.:n t.1.x.1blo ya.1rs . 

.::. :<:) p.>rtt1m of :;~. nut opP.rclt.Lnq l<•.•Js whi.c:l waa s:H>taincd 

f.r:o:" t:1;1t y..,rtion of t.;lO ~r.1de or busil';..l!J.~.> carried on out!tiJc 

~Oe .<;t::~tu of !own s~\a 11 b~: doductcd, 

Sec. 6. 'Tile pro'.'1.91ons of tili~• .\ct 1\t'•) rotroactivc to 

January 1, 19-:'B !or low,"\ ;,at opcr.::ttin1 l0!190S gustaincJ in 

tax JO.lr!> haqinnint: on 01· aftor ,"J<mu.lry I, 1978 .1nd t:? this 

oxtont. tho i'ruvisions of this Ju:t ~re rot:-oact..Lve. 

Soc. 7, This 1\o.~t, bcinc; dcemt:!o..l o-: i.~t)di.lto im:;.~rt:.a:'lce, 

sh.::tll take offec~ ,1nd be in forco from and after 1.ts publica-

• • 
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ti.on in The h'<lterloo Couriet:, a ncW!.qMpcr publiahcd in 

Watu rloo, Iowa, .'lnd ir. the f-' ay1~L ~:.-..! County ~n io:1, a new9papo r 

S>U!)l ish~d it\ ·~tosl U:"l.il)n, 10·1•:,'1, 

Aii"'tifUiCA-:-ft'"u·-
Prosidcnt of the Sonato 

i>Al.E"""r:l. cociTR;'r-f"~ ·· .. 
Speaker of Uw HO'JSO 

I horoby certify th<.~.t thi;; bi!l ori9inate::l in the Sonnte and 

.Lt> knmm as So)lhlto l'ile 2210, Sixty-!)cvent.h Goneral A~se;nhly. 

,,pp()VQ<~__J_, 

"!f6rir:RT·o~··-------~ ··-·· 
'ioVt:!t"nor 

'i9?S 

KE:VYlf~p"";-1~tGil'I' -·-.. -- ·---
Actin~J Socret~ry of UH'! Sonata 

• 


