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A BILL FOR 
1 An Act relating to taxation by updating references to the 

Internal Revenue Code for individual and corporate In-2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 BE 

17 

18 

19 

20 

21 

22 

23 

24 

25 

come tax, franchise tax and inheritance tax, providing 

for an increase in the minimum tax, increasing the in­

dividual income tax credit for child and dependent care (J) 
expenses, providing an income tax credit for an increase .~ 

in qualified research expenditures in this state, reduci~c, I 
the rate of tax on the first thousand dollars of taxable ~ 
income for individual taxpayers, limiting the amount of ~ 
federal income taxes deductible for purposes of determining i' 
Iowa income taxes, increasing medical and drug deductions, 

increaslng the exclusion for unemployment compensation, 

providing an individual income tax credit for expenditures 

for a solar domestic hot water system for use in a 

principal residence, and making the Act retroactive. 

IT E~ACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOW~: 
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S.:: . .,3g-G, H. F. 

1 Section 1. section 422.4, subsection 17, Code 1983, is 

2 amended to read as follows: 

3 17. "Internal Revenue Code of 1954" means the Internal 

4 Revenue Code of 1954, as amended to and including January 

5 i7-%9S~ 14, 1983. 

6 Sec. 2. section 422.4, Code 1983, is amended by adding 

7 the following new subsection: 

8 NEW SUBSECTION. 19. a. "Solar domestic hot water system" 

9 means a system which performs all of the following tasks for 

10 the purpose of heating domestic hot water: 

11 (1) Collection of sunlight and conversion to heat energy. 

12 (2) Transporting heat to a potable water supply. 

13 (3) storing heated water until it is needed for domestic 

14 use. 

15 (4) The system can reasonably be expected to rema~n in 

16 operation for at least five years. 

17 b. "Principal residence" means an Iowa residence and shall 

18 be determined under principles similar to those applicable 

19 to section 1034 of the Internal Revenue Code of 1954. 

20 c. "Qualifying expenditures" means those expenditures 

21 incurred and paid by the taxpayer during the tax year for 

22 the original installation, including labor and material costs, 

23 of a solar domestic hot water system. Federal, state or local 

24 grants or subsidies do not qualify as expenditures by the 

25 taxpayer. 

26 Sec. 3. section 422.5, subsect~on 1, Code 1983, is amended 

27 to read as follows: 

28 1. On the first one thousand dollars of taxable Income, 

29 or any part thereof, 6He-Aa±f-ef-eHe zero percent. 

30 Sec. 4. section 422.5, unnumbered paragraph 10, Code 1983, 

31 ~s amended to read as follows: 

32 In addition to all taxes imposed under this division, there 

33 is imposed upon every resident and nonresldent, Including 

34 resident and nonresident estates and trusts, of this state 

35 a state minimum tax for tax preference items equal to ~WeHty-
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- 1 £:i:ve fifty percent of the state's apportioned share of the 
2 federal minimum tax. The state's apportioned share of the 

3 federal minimum tax ~s one hundred percent ~n the case of 
4 a resi.dent and in the case of a nonresident a percent equal 

5 to the ratio of the federal minimum tax on preferences 
6 attributable to Iowa to the federal minimum tax on all 

7 preferences. The director shall prescribe rules for the 

8 determination of the amount of the federal minimum tax on 

9 preference items attributable to Iowa which shall be based 

10 as much as equitably possible on the allocation provisions 

11 of section 422.8, subsections 2 and 3. For purposes of this 

12 

13 

14 

15 

16 

paragraph, "federal minimum tax" means 

tax for tax preferences computed under 

the Internal Revenue Code of 1954 for 

Sec. 5 . Section 422.6, unnumbered 

is amended to read as follows: 

the federal minimum 

sections 55 to 58 of 

the tax year. 

paragraph 1, Code 1983, 

17 The tax imposed by section 422.5 and credits for increasing 

18 research activities granted under section 422.10 shall apply 

19 to and become a charge against estates and trusts with respect 

20 to their taxable income, and the rates shall be the same as 

21 those applicable to individuals. The fiduciary shall be 

22 responsible for making the return of income for the estate 

23 or trust for which fie the fiduciary acts, whether 8Mefi the 

24 income 13e is taxable to the estate or trust or to the 

25 beneficiaries thereon. 

26 Sec. 6. Section 422.7, Code 1983, is amended by adding 

27 the following new subsection: 

28 NEW SUBSECTION. 17. Subtract the amount of unemployment 

29 compensation to be included in Iowa net income for any tax 

30 year. Add back the amount of unemployment compensation 

31 computed under section 85 of the Internal Revenue Code of 

32 1954, as amended up to and includlng Decerr~er 31, 1981. 

33 Sec. 7. section 422.9, subsection 1, Code 1983, is amended 

34 to read as follows: 

35 1. An optional standard deduction of fifteen percent of 

-2-
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1 the net income after deduction of federal income tax, not 

2 to exceed one thousand two hundred dollars for a married 

3 person who files separately, one thousand two hundred dollars 

~ for a single person or three thousand dollars for a husband 

5 and wife who file a joint return, a surviving spouse as defined 

6 in section 2 of the Internal Revenue Code of 1954, or an 

7 ulli~arried head of household as defined in the Internal Revenue 

8 Code of 1954. The amount of the federal income tax deducted 

9 shall not exceed the amount as computed under subsection 2, 

10 paragraph b. 

11 Sec. 8. Section 422.9, subsection 2, unnumbered paragraph 

12 1, Code 1983, is amended to read as follows: 

13 The ·total of contributions, interest, taxes, Hleaiea± 

14 e*peRse, nonbusiness losses and miscellaneous expenses 

15 deductible for federal income tax purposes under the Internal 

16 Revenue Code of 1954, with the following adjustments: 

17 Sec. 9. Section 422.9, SUbsection 2, paragraph b, Code 

18 1983, is amended by striking paragraph b and inserting in 

19 lieu thereof the following: 

20 b. Add the amount of federal income taxes accrued for 

2l the tax year. However, the accrued amount shall not exceed 

22 twenty-seven thousand dollars. The amount of federal income 

21 taxes accrued for the tax year shall not be adjusted by federal 

24 income tax refunds or payments for prior years. Married 

25 persons who file separately shall be limited to an accrued 

26 federal income tax deduction not to exceed twenty-seven 

27 thousand dollars in total for both spouses. The amount of 

28 the federal lncome tax deduction shall be divided between 

29 each spouse by the ratio of federal adjusted gross income 

30 of each spouse to total federal adjusted gross income of both 

31 spouses unless they can show that another method more 

32 accurately reflects the amount of federal income tax to be 

33 deducted by each. 

34 Sec. 10. Section 422.9, subsection 2, Code 1983, is amended 

35 by adding the following new lettered paragraph as paragraph 
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1 a and relettering the remaining lettered paragraphs: 

2 NEW LETTERED PARAGRAPH. a. For tax year 1983, add the 

3 amount deducted for medical expenses allowed as a deduction 

4 under section 213 of the Internal Revenue Code of 1954, as 

5 amended up to and including December 31, 1981. For tax year 

6 1984 and each subsequent tax year, the amount of prescription 

7 drugs and insulin and other medical expenses as defined in 

8 section 213 of the Internal Revenue Code of 1954 shall be 

9 allowed to the extent that these expenses exceed three percent 

10 of the federal adjusted gross income. However, to the extent 

11 that the expenses less three percent of the federal adjusted 

12 gross ~ncome do not exceed one hundred fifty dollars, a 

13 deduction of one-half of health insurance premiums paid not 

14 to exceed one hundred fifty dollars shall also be allowed. 

15 Sec. 11. Chapter 422, Code 1983, is amended by inserting 

16 after section 422.9 the following new section: 

17 NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. 

18 1. The taxes imposed under this division shall be reduced 

19 by a state tax credit for increasing research activities in 

20 this state. For individuals, the credit shall equal twenty-

21 five percent of the state's apportioned share of the federal 

22 credit for increasing research activities. The state's appor-

23 tioned share of the federal credit for increasing research 

24 activities is a percent equal to the ratio of qualified re-

25 search expenditures in this state to total qualified research 

26 expenditures. Where the credit for increasing research ac-

27 tivities for partnerships, corporations electing to have their 

28 ~ncome taxed directly to the shareholders, estates and trusts 

29 passes through to the individual taxpayer the provisions for 

30 ind~viduals apply to the amount of federal credit passed 

31 through. For purposes of this subsection, "federal credit 

32 for ~ncreas~ng research activities" means the federal credit 

33 for increasing research activities computed under section 

34 44F of the Internal Revenue Code of 1954 not taking into 

35 cons~deratlon the limitation on the federal credlt under 
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1 section 44F(g) of the Internal Revenue Code of 1954. 

2 Any credit in excess of the tax liability less personal 

3 exemption and child care credits provided in section 422.12 

4 for the taxable year shall be refunded with interest computed 

5 under section 422.25. In lieu of claiming a refund, a taxpayer 

6 may elect to have the overpayment shown on the taxpayer's 

7 final, completed return credited to the tax liability for 

8 the followlng taxable year. 

9 2. The taxes imposed under this division shall be reduced 

10 by a state credit for expenditures incurred in the installa-

11 tion of solar domestic hot water systems. For residents and 

12 part-year residents, the credit, not to exceed three hundred 

13 dollars, shall be equal to fifteen percent of the qualifying 

14 expenditures incurred in installing a solar domestic hot water 

15 system to be used in the individual's prinCipal residence. 

16 The credit cannot exceed three hundred dollars for each 

17 principal residence. A credit shall not be allowed if the 

18 amount of the credit is less than ten dollars. A credit is 

19 not allowed for expenditures made after December 31, 1985. 

20 Any credit in excess of the tax liability less personal 

21 exemption and child care credits provided in section 422.12 

22 for the taxable year shall be refunded with interest computed 

23 under section 422.25. In lieu of claiming a refund, an 

24 individual may elect to have the overpayment shown on the 

25 taxpayer's final, completed return credited to the tax 

26 liability for the following taxable year. 

27 Sec. 12. Section 422.12, subsection 2, Code 1983, is 

28 amended to read as follows: 

29 2. A child and dependent care credit equal to f~ve six 

30 percent of the qualifying employment-related expenses and 

31 subject to the same limitations provided by section 44A of 

32 the Internal Revenue Code of 1954. 

33 Married taxpayers electing to file separate returns or 

34 filing separately on a combined return must allocate the child 

35 and dependent care credit to each spouse in the proportion 

-5-



1 that k~e-e~-ke~ each spouse's respective net income bears 

2 to the total combined net income. Taxpayers affected by the 

3 allocation provisions of section 422.8 shall be permitted 

4 a ded1lction for the credi t only in etieR the amount as is 

5 fairly and equitably allocable to Iowa under rules prescribed 

6 by the director. 

7 Sec. 13. Section 422.32, subsection 4, Code 1983, is 

8 amended to read as follows: 

9 4. "Internal Revenue Code of 1954" means the Internal 

10 Revenue Code of 1954, as amended to and including January 

11 ±7-±98~ 14, 1983. 

12 Sec. 14. Section 422.33, subsection 4, Code 1983, ~s 

13 amended to read as follows: 

14 4. In addition to all taxes imposed under this division, 

15 there is imposed upon each corporation doing business wiL~in 

16 the state a state minimum tax for tax preference equal to 

17 ~weR~y-f~ve fifty percent of the state's apportioned share 

18 of the federal minimum tax. The state's apportioned share 

19 of the federal m1n1mum tax 1S a percent equal to the ratio 

20 of the federal minimum tax on preferences attributable to 

21 Iowa to the federal minimum tax on all preferences. The 

22 director shall prescribe rules for the determination of the 

23 amount of the federal minimum tax on preferences attributable 

24 to Iowa which shall be based as much as equitably possible 

25 on the allocation and apportionment provisions of subsections 

26 2 and 3. For purposes of this subsection, "federal minimum 

27 tax" means the federal m~n1mum tax for tax preferences computed 

28 under sections 55 to 58 of the Internal Revenue Code of 1954 

29 for the tax year. 

30 Sec. 15. Section 422.33, Code 1983, is amended by adding 

31 the following new subsection: 

32 NEW SUBSECTION. 5. The taxes imposed under this division 

33 shall be reduced by a state tax credit for increasing research 

34 activities in this state equal to twenty-five percent of the 

35 state's apportioned share of the federal credit for increasing 
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1 research activities. The state's apportioned share of the 

2 federal credit for increasing research activitl.es is a percent 

3 equal to the ratio of qualified research expenditures in this 

4 state to the total qualified research expenditures. For pur-

5 poses of this subsection, II federal credit for increasing re-

6 search activities" means the federal credit for increasing 

7 research activities computed under sectlon ~4F of the Internal 

8 Revenue Code of 1954 not taking into consideration the 

9 limitation on the federal credit under section 44F(g) of the 

10 Internal Revenue Code of 1954. 

11 Any credit in excess of the tax liability for the taxable 

l2 year shall be refunded with interest computed under section 

13 422.25. In lieu of claiming a refund, a taxpayer may elect 

14 to have the overpayment shown cn its final, completed return 

15 credited to the tax liability for the following taxable year. 

16 Sec. 16. Section 422.60, unnumbered paragraph 2, Code 

17 1983, is amended to read as follows: 

18 In addition to all taxes imposed under this division, there 

19 lS imposed upon each financial institution doing business 

20 within the state a state minimum tax for tax preference items 

21 equal to tWeB~y-£~ve fifty percent of the state's apportl.oned 

22 share of the federal minimum tax. The state's apportioned 

23 share of the federal minimum tax is a percent equal to the 

24 ratio of the federal ml.nimum tax on preferences attributable 

25 to Iowa to the federal minimum tax on all preferences. The 

26 director shall prescribe rules for the determination of the 

27 amount of the federal minimum tax on preferences attributable 

28 to Iowa whl.ch shall be based as much as equitably possible 

29 on the allocation and apportionment provisions of section 

30 422.63. For purposes of this SUbsection, "federal minimum 

31 tax" means the federal minimum tax for tax preferences computed 

32 and paid or payable under sections 55 to 58 of the Internal 

33 Revenue Code of 1954,-a5-ame~eea-£e-aRe-±Me~Ha±B~-JaRHafY 

34 :>,- ,,982. 

35 Sec. 17. The prohibition in section 422.16, subsection 
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1 11, paragraph e, on the waiver relating to reasonable cause 

2 of the addition to tax for underpayment of the estimated tax 

3 payable shall not apply with regard to the 1982 tax year to 

4 farmecs and fishermen who have elected not to pay estimated 

5 taxes during the 1982 tax year and the director shall wa~ve 

6 the addition to tax for underpayment of the estimated tax 

7 payable for the 1982 tax year to April 30, 1983 for reasonable 

8 cause. 

9 Sec. 18. Sections 1, 6, and 13 are retroactive to January 

10 1, 1982 for tax years begiruling on or after January 1, 1982. 

11 These sections shall also be applicable for tax years beginning 

12 prior to January 1, 1982 where the Internal Revenue Code of 

13 1954, as amended up to and including January 14, 1983, provides 

14 for certain inclusions or exclusions in computing federal 

15 taxable income for a tax year beginning prior to January 1, 

16 1982. 

17 Sec. 19. sections 2, 3, 4, 5, 7, 8, 9, 10, 11, 12, 14, 

18 15, and 16 are retroactive to January 1, 1983 for tax years 

19 beginning on or after January 1, 1983. 

20 Sec. 20. This Act, being deemed of immediate importance, 

21 takes effect from and after its publication in The Altoona 

22 Herald-Mitchellville Index, a newspaper published in Altoona, 

23 Iowa, and in the Ankeny Press Citizen, a newspaper published 

24 1n Ankeny, Iowa. 

25 EXPLANATION 

26 Sections 1 and 13 update the individual, fidUCiary, 

27 corporate, and franchise tax references to the Internal Revenue 

28 Code of 1954, up to and including January 14, 1983, to 

29 eliminate any potential disparities between federal and state 

30 tax laws. 

31 Sections 2 and 11 provide for a credi t for individuals 

32 for qualifying expenditures ~ncurred for installation of solar 

33 domestic hot water systems. The credit shall be an amount 

34 equal to fifteen percent of the qualifying expenditures for 

35 a system used in the taxpayer's principal residence, not to 
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1 exceed three hundred dollars. If the credit is not all used 

2 during the tax year, the excess may be refunded. 

3 sections 4, 14, and 16 raise the state minimum tax from 

4 twent.y-five percent. to fifty percent of the federal minimum 

5 tax for individuals, estat.es and trusts, corporat.ions, and 

6 financial institutions. 

7 Sections 5, 11, and 15 provide for a credit against 

8 individual, estates, trusts, and corporation income taxes 

9 for increasing research activit.ies wit.hin t.he state. The 

10 st.ate credit. is twenty-five percent of the federal credit. 

11 If the credit is not all used during the tax year, the excess 

12 may be refunded. 

13 section 12 increases the percent.age of child and dependent 

14 care expenses which can be claimed as a tax credit to six 

15 percent. The credit. is currently five percent of t.hose 

16 expenses up to a maximum of $2,400 for one child and $4,800 

17 if t.wo or more children are involved. 

18 Sections 7 and 9 limit. to $27,000 the amount of federal 

19 income t.axes deductible for purposes of determining Iowa 

20 1ncome t.axes. 

21 Sect.ion 3 reduces the taxes due on t.he first thousand 

22 dollars of t.axable income from one-half of one percent. to 

23 zero percent for individual income t.ax filers. 

24 Sect.ion 6 ret.ains the federal provisions on taxing 

25 unemployment compensation at its basis prior t.o the Tax Equity 

26 and Financial Responsibility Act of 1982. 

27 Sect.ions 8 and 10 retain medical deductions at three percent 

28 of federal adjusted gross income. Drugs are limited to 

29 prescription drugs and insulin beginning in 1984. 

30 The bill takes effect upon publication with certain 

31 provisions retroactive to January 1, 1982 and ot.her provisions 

32 ret.roactive t.o January 1, 1983. 

33 

34 

35 
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S TA'I'E OF IOHA 
F I SeA L NOT E 

Senator Ro(!gers 

LS3 No_ 
Requpst No. 

Staff ID 

1574.1S 
83-352 

C~lG e------
To complia3ce with a written request received March 8, 1983, there is hereby 

submitted a Fiscal Note for Senate File 386 pursuant to Joint Rule 17_ Background 

information used in developing this Fiscal ~otc is available from the Legislative 

Fiscal Bureau, to members of the Legislature upon request. 

Se~ate File 386 relates to: 
- various updating references to the Internal Revenue Code for indivicual 

nnd corporate income tax, franchise tax ?nd inheritance tax; 
- an individual income tax credit for expenditures for a solar domestic hot 

water syst~m for use in a principle residence; 
- a reduction the rate of tax on the first thousand dollars of taxable 

income for individual income taxpayers; 
- an increase in the ~inimum tax; 

nn inco:ne tax credit for an increase in qualified res~arch expenditure~ in 
this state; 

- an increase in the exclusion for unemployment compensation; 
- a limitation in the amount of fe~eral income taxes deductible for purposes 

of oet0.r.nining 10w8. income taxes; 
- an increase in the rncdi,cal and drug deductions; 
- an increase in the indiVidual income tax credit for child care sl.d depen-

dent care expe~sc5; and 
- a r~~oval of tile prollibition on the ~aver relating to reasonable cause of 

the addition to tax for underpayment of the estimated tax yayable for the 
1982 tax year for farmers and fishermen. 

FISCAL EFFECT SUM.'lARY 

Sec. 1, 
Sec. 13. 

Provision 

Cpdates the individu81, fiduciary, corporate, and franchi~e tax 
references to the Internal Revenue Code Jf 1954, up to and including 
J~nuary 14, 1983, to eliminate any potential disparities between 
federal and state tax laws. For those provisions where estimates 
can be made, using midpoints where a range is stipulated, the 
following table summarizes these sections. Areas with no fiscal 
effect or mini~al effects are not included in tl.e table. Totals do 
not include minimal increases and decreases. ~OTE: A detailed 
report concerning all provisions included in the--rederal legislation 
is available from the Legisl~tive Fiscal Bureau. 

Fiscal Year 1984 Fiscal Year i985 
-----

rndividual Minimum Tax S 1.8 ",illion $ 1.5 mil J ion 

~o~-busi~ess Casualty Loss Deduction 

Cor?orate Tax Preferences 
(six provisions) 

$ 1.0 

$ 1.0 

increase 

million 
increase 

mi 11 ion 
increase 

increase 

$ 1.0 million 
increase 

$ 1.0 r.!ill:fon 
increase 



Provision Fiscal Ye~r J984 Fiscal Year 1985 
._---", -,,------

AccelpTated Cost Recovery System none $ 1.5 milli.on 
increase 

Investment Credit Reduction. Asset $ 2.2 million $ 4.0 IOi 11 ion 
increase jncrcase 

Constrllction Period Interest and 
TAxes 

$ I.S million 
inc.rease 

$ I.S mi.ll:ion 
incre:1se 

~ithholrling on Interest 
rind Dividends 

$ 4.7 million $ 5.5 million 
incrl?3se .,-,-_ .. _--

ScBTOTAL, Sections I and 13 $12.2 million $16.0 million 
increase 

Sec. 2, 
Sec. 11. 

Sec. 3. 

Sec. 4, 
Sec. 14, 
Sec. 16 

Sec. 5, 
Sec. 11, 
Sec. 15. 

increase 

Pruvides for a credit for individuals for qualifying expenrli.ttlres 
incurr~d for th~in·stal1;!tion of solar domestic hot ""at_~~~,~~~,~. 
The credit s1;311 be an .3:o-;ount equal to 15 perc.ent of the quali.fying 
expenditures for a system used in the t8xpDycr's jninciple T~si­
dence, not to exceed 5300.00. If the credit is "ot all used during 
the tax year, t.he excess ma.y he refunded. Effec.tive retroactive to 
.1 ct nuary I, 1983 for tax years DF:ginning on or ;(fter .Tanuary I, 19R3. 

o FISCAL I~PACT: FY 1984 $ 0.1 million decrease 
FY 1985 0.1 million decrease 

Reduces the taxes due on the fir~t t1:ou~3Ild dollars of taxable 
i-~o;e-rro;:n one-half of oo~('rcent to ~ero .E.cJ.~e~"!...t.. for individual 
inco~e tax filers. Effective retroactive to January I, 1983 faT tax 
years beginning on or after January I, 1983. 

o FISCAL IMPACT: FY 1984 $ 7.S million rlecre~se 
FY 1985 8.0 million decre~se 

Raises the state minimum tax from 2S percent to 50 percent of the 
federal mini:num tax for individual~, estates, trtlsts, corporatioilS, 
and financial institutions. For ~11 pr(;f~rcnces, the state's 
apportioned share is 100 percent fur a resident and a percent cqlJal 
to the ratio of the federal minimum tax on prefer~llces attribllt.ahle: 
to Iowa for a non··resid.ent and a corporation. Effective retr0active 
to January 1, 1983 for tax years beginning on or after January I, 
1983. 

o FISCAL IMPACT: FY 1984 
FY 1985 

$ 3.8 million incre~sc 
3.3 million increase 

Provides for a .~~ed1t against indivi.du;ll, estates, tru:.;ts, and 
corporati.on income taxes for increasing research ~ctivities within 
the _state. The state credit is 25 percent of 'the federal er~dit. 
If the credit is not all ug~d during the tax ycar, tI,e excess may be 
refunded. Effective retroactive to January I, 1983 for tax years 
heginning on or after January 1, 1983. 

o FISCAL IXPACT: FY 1984 $ 1.0 million decre"sc 
FY 1985 1.0 million decrease 



• 

S"c. 6. 

Sec. 7, 
Sec. 9. 

Sec. 8, 
Sec. 10. 

Sec. [2. 

Sec. [7. 

Retnins the taxes cue On t"xing u"employm,,-~05~ens~.!J()!: at its 
basis prior to the Tax Equity and Fiscal Res?onsibility Act of 1982. 
Effective retroactive to January I, 1982 for tax years beginning on 
or after January I. 1982. 

o FISCAL IMPACT: none 

I,imits to $27,000 the amOllnt of federal ineo=e taxes deductible for 
purpo;es of d2terinining Iowa inco;:;lc taxe$~- The affiounc-'-o~f-t;l~es 
actually paid/or r"funds received would not be used to determine a 
current year's federal tax deduction. Any federal tax payments or 
refunds made or received after January I, 1983 \Jould not be con­
sidered when compu t ing the IO'..la federal CE'CtlC t i on except to the 
extent that they reflect the 1983 federal tax liability. Effective 
retroactive to January I, 1983 for tax years beginning on or after 
January 1, 1983. 

o FISCAL IMPACT: FY 1984 
FY 1985 

$21.5 million increase 
$14.0 million inCTease 

Retains medical deductions at three percent of fedeTal adjusted 
gross income. Drugs are limited to prescript!on drugs and in~ulin. 

Effective retroactive to January 1, 1983 for tax years heginning on 

or after January I, 1983. 
a FISCAL IMPACT: Undetermined reduction 

Increases the percentage of child ;}nd depe.,!dent care ex?enses '",hich 
citn be claimed as a tax credit to six percent. The credit is 
currently five percent of those expenses up to a f!'l3Xi;nll;TI of $2,400 
for one child and $4,800 if t1.l0 or more children are i.nvolvcd. 
Effective retroactive to January I, 1983 for tax yeaTs beginning on 
or after January 1, 1983. 

o FISCAL IMPACT: FY 1984 
FY 1985 

$ 0.5 million decrease 
0.5 million decrease 

Removes the prohibition on the ~ relating to reasonable cause of 
the addition to tax and underpayment of the estimate.d __ ~a~·able 
for the 1982 tax year for farmers and fishermen who have elected not 
to pay estimated taxes duri.ng th-e--E182 tax y"ar, "Uowing payment to 
April 30, 1983 with no penalty. 

o FISCAL IMPACT: FY 1984 $ 0.5 million decrease 

SUBTOTAL, Sections 2-12, 
14-17 

Fiscal Ye~r 1984 
$ 15.7 million 

increase 

Fj seal Yeilr 1985 
"'.$ 7.7 million 

incre;tse 

TOTAL, ENTIRE BIl.L 

Source: Department of Revenue 

$ 27.9 million 
increase 

$ 23.7 ",i.llioD 
increase 

:Y'174. l~, 83~) .-1---

!1~,~(J~0t 
'Fisca-l Director 
Legislative Fiscal Bureau 

, , 
Date: 4.Jj1f 3 



SENATE FILE 386 
S-3200 
1 Amend Senate File 386 as follows: 
2 1. Page 1, line 9, by inserting after the word 
3 "system" the words "which can reasonably be expected 
4 to remain in operation for at least five years and". 

'5 2. Page 1, line 12, by striking the word 
6 "Transporting" and inserting in lieu thereof the words 
7 "Transportation of". a 3. Page 1, line 13, by striking the word "storing" 
9 and inserting in lieu thereof the words "storage of". 

10 4. Page 1, by striking lines 15 and 16. 
11 5. Page 1, by striking lines 20 through 22 and 
12 inserting in lieu thereof the following: 
13 "c. "Qualifying expenditures" means those 
14 expenditures, including labor and material costs, 
15 incurred and paid by the taxpayer during the tax year 
16 for the original installation". 

S-3200 FILED BY DOUG R~?S~1A 
MARCH 9, 1983 
ADOPTED AS AHENDED~~ 2.-1/5 (! '~<f) 

SENATE FILE 386 
S-3203 

1 Amend Senate File 386 as follows· 

I
' 1. By striking page 1, line 30 ~rough page 2 2 

3 
4 
5 
6 
7 
a 
9 

10 

~ne 14. ' 
2. Page 6, br striking lines 12 through 29. 

, 3. ,Page 7, l~ne 21, by striking the words "~weH~Y­
f~"e f1 ft:(" and lnserting in lieu thereof the word 
"twenty-f~ve" . 

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

S-3203 FILED & LOST 
HARCH 9, 1983 (f~l?S') 

BY JACK W. HESTER 



SENATE 3 
MARCH 10, 1983 

SENi\.TE FILE 386 
S-3204 

1 Amend Senate File 386 as follows: 
2 1. Page 3, by striking lines 11 through 16. 
3 2. Page 3, by striking lines 34 and 35. 
4 3. Page 4, by striking lines 1 through 14. 
5 4. Renumber sections and correct internal 
6 references as are necessary i~cco;d~c~wi~ this 
7 amendment. 

5-3204 FILED & LOST 
~!ARCH 9, 1983 (pP) 

S-3205 

BY CALVIN O. HULTMAN 
JOHN 1"1. JENSEN 
DAVID M. READINGER 
ARl'iE \~ALDSTEIN 
DOUGLAS RITSEMA 

SEN2\TE _PILE 386 

1 Amend senate File 386 as follows: 
2 1. Page 2, by striking lines 26 through 32. 
3 2. Renumber sections and co~ect internal 

RAY TAYLOR 
DALE L. TIEDEN 
A.qTHUR L. GRATIAS 

4 references as necessary in a~ord~nce ~th ~1~. 
5 amendment. 

S-3205 FILED & LOST 
MARCH 9, 1983 (i:':''i.;.) 

v 

S-3206 

BY CALVIN O. HUL~~ 
JOHN 1"1. JENSEN 
RICHARD F. DRAKE 
DALE L. TIEDEN 

SENATE FILE 386 

Di\.VID READINGER 
RAY TAYLOR 
ARTHUR L. G~~TIAS 

1 Amend Senate File 386 as follows: 
2 1. By striking page 2, line 33 through page 3, 
3 line 10. 
4 2. Page 2, by striking lines 17 through 33. 
5 3. Renumber sections and correct internal 
6 references as are necessary i!Laccordance with this 
7 amendment. 
S-3206 FILED 
).!ARCH 9, 1983 , 
''lITHDRANN (t. ?'lS; 

BY CALVIN O. HULTM&~ 
JOHN JENSEN 
RICHARD F. DRAKE 
DOUGLAS RITSEMA 
DALE L. TIEDEN 

DAVID READINGER 
JACK RIFE 
RAY TAYLOR 
il.RTHUR L. GRATIAS 



SENATE FILE 386 
S-3213 

--' 

1 Amend Senate File 386 as follows: 
2 1. By striking page 2, line 33 through page 3, 
3 line 10. 
4 2. Page 3, by striking lines 17 through 33. 
5 3. Renumber sections and correct internal 
6 references as are necessary A accordance with this 
7 amendment. 
S-3213 FILED 
MARCH 9, 1983 
LOST (." (.t{,) , 

8-3212 

BY CALVIN O. HULTMAN 
JOHN W. JENSEN 
RICHARD F. DRAKE 
DOUGLAS RITSEMA 
DALE L. TIEDEN 

SENATE FILE 386 

DAVID M. READINGER 
JACK RIFE 
RAY TAYLOR 
ARTHJR L. GRATIA8 

1 Amend Senate File 386 as follows: 
2 1. page 1, line 10, by striking the word. "1,lea~n9u 
3 and inserting in lieu thereof the word "prov~ding • 

5-3212 FILED & LOST BY EDGAR H. HOLDEN 
MARCH 9, 1983 9,0;<1) 

SENATE FILE 386 
8-3210 

, Amend Senate File 336 as fellows: 
2 1. rage 1, by striking Jines 6 thro~gh 25. 
3 2. Page 5. by st.riking li:-,es 9 tl.:-ough 2~. 
4 3. Renumber sections and correct intern~ this 
5 references as are necessary in acco:::c!ance wlth 
6 ar.~nc!:nent. 

8-3210 FILED & LOST BY EDGAR H. HOLDEN 
MARCH 9, 1983 c:.j:ZiN) 

SENATE FILE 386 
5-3215 

1 ? .. ilC?r.d the anendrrt~:1t S-3200 to- SE-na~e File 386 as 
2· follo,""s: 
3 1. Page 1, by strik1ng lines 5, 6, and 7 and in-
4 serting in Ij~u thereof the following: 
5 "2. Page 1, by striking line 12." 

5-3215 FILED & ADOPTED· 
MARCH 9, 19 8 3 ( i!' --;; 'i:'f ) 

" 

BY EDGAR H. HOLDEI~ 



SENATE 6 
MARCH 10, 1983 

SENATE FILE 386 
S-3211 

J,' . Amend senate File 386 as fo~: ,.. . 
2-' 1. Jitage 6, by inserting ai~er line 6 the following 
3 section: . 
4 "Sec. 20. section 422.12, Code 1983, is 2lr.enced 
5 by adding ~he following ~ew s~bsection: 
5 ~[EW SL~SECTION. 4. &~ inves~~e~t tax credlt e~ual 
7 to -;;wo percent of/the '';clue of depreciable ?roperty 
3 located in this state which qualifies for t~e federal 
9 i~ves~~ent tax credit as authorized under section 

10 38 of the lnternal Reve,me Code of 1954 and cQrr.puted 
11 under section 46 of the Interr.al Re'Jenue Code of 
12 1954." 
13 2. Page 6, by inserting after line 29 the following 
14 section: 
15 "Sec. 30. section 422.33, Code 1983, is amended 
16 by adding the following new subsection: 
17 ~~W SUESECTION. 6. A corporation may deduct from 
18 L~e computed tax an investment tax credit equal to 
19 two percent of the value of the depreciable property 

located in this state which qualifies for the federal 
investrr.ent tax credit as authorized under section 

20 
21 
22 
23 

·24 
25 
26 
27 
28 
29 
30 
31 

38 of L~e Internal Revenue Code of 1954 and computed 
under section 46 of the Internal Revenue Code of 
1954." 

3. Page 8, by inserting after line 19 the following 
new section: ~. 

"Sec. Sections 20 and 30 are effective January 
1, 1984 for tax years beginning on or after January 
1, 1984." 

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

32 amendment. 
S-3211 FILED 
MARCH 9, 1983 

RULED OUT OF ORDER (f . .;,g1) 

BY RICHARD VANDE HOEF 
LEE·W. HOLT 
FORREST V. 5CHWE~GELS 
RAY TAYLOR 
JOHN W. JENSEN 
JACK W. HESTER 

SENATE FILE 386 
5-3220 

1 ~~end Senate File 386 as fol1o~s: 
2 
3 
4 

1. Page 1, line 9, by striking tte word "all" 
and inserting in lieu thereof the word "each". 

2. Page 1, line 10, by striking the word "hot". 

5-3220 FILED & LOST 
MARCH 9, 1983 (y-:"n) 

BY DOUG RIT5E!-1A 



~1ARCH 11, 1983 
PAGE TWO 

eEQUESTED 

SENATE FILE 386 
FISCAL NOTE 

BY REPRESENTATIVE DODERER 

In compliance with a written request received I-larch 9, 1983, 
there is hereby submitted a Fiscal Note for Senate File 386, as 
passed by the Senate pursuant to Joint Rule 17. Background infor­
mation used in developing this Fiscal Note is available from the 
Legislative Fiscal Bureau, to members of the Legislature upon 
request. 

Senate File 386, as passed by the Senate relates to: 
- va~ious updating rc[erenc~s to the Internal Revenue Code for individual 

and corporate income tax, franchise tax and inheritance tax; 
- an individual income tax credit for expenditures for a solar domestic hot 

water system for use in a principle residence; 
- a reduction in the rate of tax on the first thousand dollars of taxable 

income for individual income taxpayers; 
- an increase in the mini~um tax; 

an income tax credit for an increase in qualified research expenditures in 
this state; 

- an increase in the exclusion for unemployment compensation; 
- a limitation in the amount of federal income taxes deductible for purposes 

of deter~ining Iowa income taxes; 
- an increase in the medical and drug deductions; 

an increase in the individual income tax credit for child care and depen­
dent care expenses; and 

- a removal of the prohibition on the waiver relating to reasonable cause of 
the addition to tax for underpayment ot the estimated tax payable for the 
1982 tax year for farme,s and fishermen. 

FISCAL EFFECT SUMMARY 

Sec. I, 
Sec. 13. 

Provision 

Updates the individual, fiduciary, corporate, and franchise tax 
references to the Internal Revenue Code of 1954, up to and including 
January 14, 1983. to eliminate any potential disparities between 
federal and state tax laws. For those provisions where estimates 
can be made, using midpoints yhere a range is stipulated, the 
folloYing table summari7.es these sections. Areas with no fiscal 
effect or minimal effects are not included in the table. Totals do 
not include minimal increases and decreases. NOTE: A detailed 
report concerning all provisions included in the federal legislation 
is available from the Legislative Fiscal Bureau. 

Fiscal Year 1984 Fiscal Year 1985 

Individual Xinimum Tax $ 1.8 mill ion $ 1.5 million 
increase increase 

Non-husiness Casualty Loss Deduction $ 1.0 mill ion $ 1.0 million 
increase increase 

.• Corpof3te Tax Preferences 
(six provisions) 

$ 1.0 mi 11 ion 
increase 

$ 1.0 million 
increase 
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Prnvision Fiscal Year 1984 Fiscal Year 1985 

Accelerated Cost Recovery System none $ 1.5 million 
increase 

rnvest~cnt Credie Reduction, Asset $ 2.2 million $ 4.0 million 
increase increase 

/ 

Construction P~riod Interest and 
Taxes 

$ 1.5 million 
increase 

$ 1.5 mill ion 
increase 

Withholding on Interest 
and Dividends 

$ 4.7 million 
increase 

$ 5.5 million 
increase 

SUBTOTAL, Sections 1 and 13 $12.2 million $16.0 million 

Sec. 2, 
S~c. 11. 

Sec. 3. 

Sec. 4, 
Sec. 14, 
Sec. 16 

Sec. 5, 
Sec. II, 
Sec. 15. 

increase increase 

Provides for a credit for individuals for qualifying expenditures 
incurred for the inst~llation of solar domestic hot water systems. 
The credit shall be an amount equal to 15 percent of the qualifying 
expenditures for a system used in the taxpayer's principle resi­
dence, not to exceed $300.00. If the credit is not all used during 
the tax year~ the excess may be refunded. Effective retroactive to 
January 1, 1983 for tax years beginning on Or after J3nuary 1, 1983. 

• FISCAL I~jPACT: FY 1984 $ 0.1 million decrease 
FY 1985 0.1 million decrease 

Reduces the taxes due on the first thousand dollars of taxable 
income from one-half of one percent to zero percent for individual 
in~ome tax filers. Effective retroactive to January 1, 1983 for tax 
years beginning on or after Janu~ry 1, 1983. 

• FISCAL IMPACT: FY 1984 $ 7.5 million decrease 
FY 1985 8.0 million de~rease 

Raises the state minimum tax from 25 percent to 50 percent of the 
federal minimum tax for individuals, estates, trusts, corporations, 
and fin~ncial instituti()ns. For:l11 preferences, the state's 
3pportioned share is 100 percent for a resident and a percent equal 
to the ratio of the federal minimum tax on preferences attributable 
to Iowa for a non-resident and a corporation. Effective retroactive 
to January I, 1983 for (ax years beginning on or after January 1, 
1983. 

• FISCAL IMPACT: FY 1984 
FY 1985 

S 3.8 million increase 
3.3 million increase 

Provides for a credit against indiVidual, estates, trusts, and 
corporation income taxes for increasing research activities within 
the state. The staee credit is 2S percent of the federal credit. 
If the credit is not all used during the tax year, the excess may be 
refunded. Effective retroactive to January 1, 1983 for tax years 
b~ginning on or after January 1, 1983. 

• FISCAL I~ACT: FY 1984 $ 1.0 million decrease 
FY 1985 1.0 million decrease 



MARCH 11, 1983 
PAGE FOUR 

FISCAL NOTE, 
PAGE THREE 

SENATE FILE 386 

_6. 
Sec. 7, 
Sec. 9. 

Sec. 8, 
Sec. 10. 

Sec. 17. 

Retains the taxes due on taxing unemployment compensation at its 
basis prior to the Tax Equity and Fiscal Responsibility Act of 1982. 
Effective retroactive to January I, 1982 for tax years beginning on 
or after January I, 1982. 

• FISCAL IMPACT: none 

Limits to $27,000 the amount of federal income taxes deductible for 
p'-1rposes of determining Iowa income taxes. The amount of taxes 
actually paid/or refunds received would not be used to determine a 
current year's federal tax deduction. Any federal tax payments or 
refunds made or received after January I, 1983 would not be con­
sidered when computing the Iowa federal deduction except to the 
extent that they reflect the 1983 federal tax liability. Effective 
retroactive to January 1, 1983 for tax years beginning on or after 
January 1, 1983. 

• FISCAL IMPACT: FY 1984 
FY 1985 

$21.5 million increase 
$14.0 million increase 

Retains medical deductions at three percent of federal adjusted 
gross income. Drugs are limited to prescription drugs and insulin. 
Effective retroactive to January 1, 1983 for tax years beginning on 
or after January I, 1983. 

• FISCAL IMPACT: Undetermined reduction 

Increases the percentage of child and dependent care expenses which 
can be claimed as a tax credit to six percent. The credit is 
currently five percent of those expenses up to a maximum of $2,400 
for one child and $4,800 if two or more children are involved. 
Effective retroactive to January I, 1983 for tax years beginning on 
or after January 1, 1983. 

• FISCAL IMPACT: FY 1984 
FY 1985 

$ 0.5 million decrease 
0.5 million decrease 

Removes the prohibition on the waiver relating to reasonable cause 
of the addition to tax and underpayment of the estimated tax payable 
for the 1982 tax year for farme,s and fishermen who have elected not 
to pay estimated taxes during the 1982 tax year, allowing payment to 
April 30, 1983 with no penalty. 

• FISCAL IMPACT: FY 1983 $ O.S million decrease 

F.Y. 1983 F. Y. 1984 F. Y. 1985 
SUBTOTAL, Sections 2-12, 

14-17 
$ 0.5 million 

decrease 
$ 16.2 million 

incre~se 

$ 7.7 million 
increase 

TOTAL, S.F. 386 $ 0.5 mill ion 
decre.'=\se 

$ 28.4 million 
increase 

$ 23.7 million 
increase 

(1574.1S, 83-352, CMG) .CE: DEPARTMENT OF REVENUE 
FiLED MARCH 10, 1983 BY DENNIS PROUTY, FISCAL DIRECTOR 
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BY COMMITTEE ON FINANCE 
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Vote: Ayes .30 Nays If Vote: Ayes 5% Nays .ilf 
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A BILL FOR 
1 An Act relating to taxation by updating references to the 

Internal Revenue Code for individual and corporate in-2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

BE 

come tax, franchise tax and inheritance tax, providing 

for an increase in the minimum tax, increasing the in­

dividual income tax credit for child and dependent care 

expenses, providing an income tax credit for an increase 

in qualified research expenditures in this state, reducing 

the rate of tax on the first thousand dollars of taxable 

income for individual taxpayers, limiting the amount of 

federal income taxes deductible for purposes of determining 

Iowa income taxes, increasing medical and drug deductions, 

increasing the exclusion for unemployment compensation, 

providing an individual income tax credit for expenditures 

for a solar domestic hot water system for use in a 

principal residence, and making the Act retroactive. 

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

= New Language 
by the Senate 



S. F. ~16 H. F • 

1 Section 1. Section 422.4, subsection 17, Code 1983, is 

2 amended to read as follows: 

3 17. "Internal Revenue Code of 1954" means the Internal 

4 Revenue Code of 1954, as amended to and including January 

5 ~7-±ge~ 14, 1983. 

6 Sec. 2. Section 422.4, Code 1983, is amended by adding 

7 the following new subsection: 

8 NEIV SUBSECTION. 19. a. "Solar domestic hot water system" 

9 means a system which can reasonably be expected to remain 

10 in operation for at least five years and which performs all 

11 of the following tasks for the purpose of heating domestic 

12 hot water: 

13 (1) Collection of sunlight and conversion to heat energy. 

* 14 (2) Storage of heated water until it is needed for domestic 

15 use. 

* 16 b. "Principal residence" means an Iowa residence and shall 

17 be determined under principles similar to those applicable 

18 to section 1034 of the Internal Revenue Code of 1954. 

19 c. "Oualifying expenditures" means those expenditures, 

20 including labor and material costs, incurred and paid by the 

21 taxpayer during the tax year for the original installation 

22 of a solar domestic hot water system. Federal, state or local 

23 grants or subsidies do not qualify as expenditures by the 

24 taxpayer. 

·25 

26 

27 

28 

29 

30 

to 

or 

is 

Sec. 3. Section 422.5, subsection 1, Code 1983, is amended 

read as follows: 

1. On the first one thousand dollars of taxable income, 

any part thereof, efte-~a%i-ef-efte ~ percent. 

Sec. 4. Section 422.5, unnumbered paragraph 10, Code 1983, 

amended to read as follows: 

31 In addition to all taxes imposed under this division, there 

32 is imposed upon every resident and nonresident, including 

33 resident and nonresident estates and trusts, of this state 

34 a state minimum tax for tax preference items equal to ~weft~y-

" 35 f:i:ve fifty percent of the state's apportioned share of the 
'!;.t. 

-1-

J 
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S.F. ~ H.F. 

1 federal minimum tax. The state's apportioned share of the 

2 federal minimum tax is one hundred percent in the case of 

3 a resident and in the case of a nonresident a percent equal 

4 to the ratio of the federal minimum tax on preferences 

5 attributable to Iowa to the federal minimum tax on all 

6 preferences. The director shall prescribe rules fur the 

7 determination of the amount of the federal minimum tax on 

8 preference items attributable to Iowa which shall be based 

9 as much as equitably possible on the allocation provisions 

10 of section 422.8, subsections 2 and 3. For purposes of this 

11 paragraph, "federal minimum tax" means the federal minimum 

12 tax for tax preferences computed under sections 55 to 58 of 

13 the Internal Revenue Code of 1954 for the tax year. 

14 Sec. 5. section 422.6, unnumbered paragraph I, Code 1983, 

15 is amended to read as follows: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

The tax imposed by section 422.5 and credits for increasing 

research activities granted under section 422.10 shall apply 

to and become a charge against estates and trusts with respect 

to their taxable income, and the rates shall be the same as 

those applicable to individuals. The fiduciary shall be 

responsible for making the return of income for the estate 

or trust for which ~e the fiduciary acts, whether s~eft the 

income Be is taxable to the estate or trust or to the 

beneficiaries thereon. 

--25 Sec. 6. section 422.7, Code 1983, is amended by adding 

26 the following new subsection: 

"" 

27 NEW SUBSECTION. 17. Subtract the amount of unemployment 

28 compensation to be included in Iowa net income for any tax 

29 year. Add back the amount of unemployment compensation 

30 computed under section 85 of the Internal Revenue Code of 

31 1954, as amended up to and including December 31, 1981. 

'::,32 Sec. 7. Section 422.9, subsection I, Code 1983, is amended 

33 to read as follows: 

34 1. An optional standard deduction of fif.teen percent of 

35 the net income after deduction of federal income tax, not 

-2-



S.F. !1Jh H.F. 

1 to exceed one thousand two hundred dollars for a married 

2 person who files separately, one thousand two hundred dollars 

3 for a single person or three thousand dollars for a husband 

4 and wife who file a joint return, a surviving spouse as defined 

5 in section 2 of the Internal Revenue Code of 1954, or an 

6 unmarried head of household as defined in the Internal Revenue 

7 Code of 1954. The amount of the federal income tax deducted 

8 shall not exceed the amount as computed under subsection 2, 

9 paragraph b. 

10 Sec. 8. Section 422.9, subsection 2, unnumbered paragraph 

11 1, Code 1983, is amended to read as follows: 

12 The total of contributions, interest, taxes, me~~ea~ 

13 e~~efise7 nonbusiness losses and miscellaneous expenses 

14 deductible for federal income tax purposes under the Internal 

15 Revenue Code of 1954, with the following adjustments: 

16 Sec. 9. Section 422.9, subsection 2, paragraph b, Code 

17 1983, is amended by striking paragraph b and inserting in 

18 lieu thereof the following: 

'. ~ ·19 b. Add the amount of federal income taxes accrued for 

:;;::20 the tax year. However, the accrued amount shall not exceed 

21 twenty-seven thousand dollars. The amount of federal income 

22 taxes accrued for the tax year shall not be adjusted by federal 

23 income tax refunds or payments for prior years. Married 

24 persons who file separately shall be limited to an accrued 

25 federal income tax deduction not to exceed twenty-seven 

26 thousand dollars in total for both spouses. The amount of 

27 the federal income tax deduction shall be divided between 

28 each spouse by the ratio of federal adjusted gross income 

29 of each spouse to total federal adjusted gross income of both 

30 spouses unless they can show that another method more 

31 accurately reflects the amount of federal income tax to be 

32 deducted by each. 

33 Sec. 10. Section 422.9, subsection 2, Code 1983, is amended 

34 by adding the following new lettered paragraph as paragraph 

35 a and relettering the remaining lettered paragraphs: 

-3-



S.F. ~~ H.F. 

1 NEW LETTERED PARAGRAPH. a. For tax year 1983, add the 

2 amount deducted for medical expenses allowed as a deduction 

3 under section 213 of the Internal Revenue Code of 1954, as 

4 amended up to and including December 31, 1981. For tax year 

5 1984 and each subsequent tax year, the amount of prescription 

6 drugs and insulin and other medical expenses as defined in 

7 section 213 of the Internal Revenue Code of 1954 shall be 

8 allowed to the extent that these expenses exceed three percent 

9 of the federal adjusted gross income. However, to the extent 

10 that the expenses less three percent of the federal adjusted 

11 gross income do not exceed one hundred fifty dollars, a 

12 deduction of one-half of health insurance premiums paid not 

13 to exceed one hundred fifty dollars shall also be allowed. 

14 Sec. 11. Chapter 422, Code 1983, is amended hy inserting 

15 after section 422.9 the following new section: 

16 NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. 

17 1. The taxes imposed under this division shall be reduced 

18 by a state tax credit for increasing research activities in 

19 this state. For individuals, the credit shall equal twenty-

20 five percent of the state's apportioned share of the federal 

21 credit for increasing research activities. The state's appor-

22 tioned share of the federal credit for increasing research 

23 activities is a percent equal to the ratio of qualified re-

24 search expenditures in this state to total qualified research 

25 expenditures. Where the credit for increasing research ac-

26 tivities for partnerships, corporations electing to have their 

27 income taxed directly to the shareholders, estates and trusts 

28 passes through to the individual taxpayer the provisions for 

29 individuals apply to the amount of federal credit passed 

30 through. For purposes of this subsection, "federal credit 

31 for increasing research activities" means the federal credit 

32 for increasing research activities computed under section 

33 44F of the Internal Revenue Code of 1954 not taking into 

34 consideration the limitation on the federal credit under 

35 section 44F(g) of the Internal Revenue Code of 1954. 

-4-



S.F. H.F. 

1 Any credit in excess of the tax liability less personal 

2 exemption and child care credits provided in section 422.12 

3 for the taxable year shall be refunded with interest computed 

4 under section 422.25. In lieu of claiming a refund, a taxpayer 

5 may elect to have the overpayment shown on the taxpayer's 

6 final, completed return credited to the tax liability for 

7 the following taxable year. 

8 2. The taxes imposed under this division shall be reduced 

9 by a state credit for expenditures incurred in the installa-

10 tion of solar domestic hot water systems. For residents and 

11 part-year residents, the credit, not to exceed three hundred 

12 dollars, shall be equal to fifteen percent of the qualifying 

13 expenditures incurred in installing a solar domestic hot water 

14 system to be used in the individual's principal residence. 

15 The credit cannot exceed three hundred dollars for each 

16 principal residence. A credit shall not be allowed if the 

17 amount of the credit is less than t.en dollars. A credit is 

18 not allowed for expenditures made after December 31, 1985. 

19 Any credit in excess of the tax liahility less personal 

20 exemption and child care credits provided in section 422.12 

21 for the taxable year shall be refunded with interest computed 

22 under section 422.25. In lieu of claiming a refund, an 

23 individual may elect to have the overpayment shown on the 

24 taxpayer's final, completed return credited to the tax 

25 liability for the following taxable year. 

26 Sec. 12. section 422.12, subsection 2, Code 1983, is 

27 amended to read as follows: 

28 2. A child and dependent care credit equal to ~i~e six 

29 percent of the qualifying employment-related expenses and 

30 subject to the same limitations provided by section 44A of 

31 the Internal Revenue Code of 1954. 

32 Married taxpayers electing to file separate returns or 

33 filing separately on a combined return must allocate the child 

34 and dependent care credit to each spouse in the proportion 

3S that ~~s-s~-fte~ each spouse's respective net income bears 

-5-
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1 to the total combined net income. Taxpayers affected by the 

2 allocation provisions of section 422.8 shall he permitted 

3 a deduction for the credit only in S\:IeR the amount as is 

4 fairly and equitably allocable to Iowa under rules prescribed 

5 by the director. 
'-.~ :" 

6 Sec. 13. Section 422.32, subsection 4, Code 1983, is 

7 amended to read as follows: 

8 4. "Internal Revenue Code of 1954" means the Internal 

9 Revenue Code of 1954, as amended to and including January 

10 ~T-~9Si! 14, 1983. 

11 Sec. 14. Section 422.33, subsection 4, Code 1983, is 

12 amended to read as follows: 

13 4. In addition to all taxes imposed under this division, 

14 there is imposed upon each corporation doing business within 

15 the state a state minimum tax for tax preference equal to 

16 ~weft~~-£~¥e fifty percent of the state's apportioned share 

17 of the federal minimum tax. The state's apportioned share 

18 of the federal minimum tax is a percent equal to the ratio 

19 of the federal minimum tax on preferences attributable to 

20 Iowa to the federal minimum tax on all preferences. The 

21 director shall prescribe rules for the determination of the 

22 amount of the federal minimum tax on preferences attributable 

23 to Iowa which shall be based as much as equitably possible 

24 on the allocation and apportionment provisions of subsections 

25 2 and 3. For purposes of this subsection, "federal minimum 

26 tax" means the federal minimum tax for tax preferences computed 

27 under sections 55 to 58 of the Internal Revenue Code of 1954 

28 for the tax year. 

29 Sec. 15. Section 422.33, Code 1983, is amended by adding 

30 the following new subsection: 

31 NE~l SUBSECTION. 5. The taxes imposed under this division 

32 shall be reduced by a state tax credit for increasing research 

33 activities in this state equal to twenty-five percent of the 

34 state's apportioned share of the federal credit for increasing 

35 research activities. The state's apportioned share of the 

-6-
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1 federal credit for increasing research activities is a percent 

2 equal to the ratio of qualified research expenditures in this 

3 state to the total qualified research expenditures. For pur-

4 poses of this subsection, "federal credit for increasing re-

S search activities" means the federal credit for increasing 

6 research activities computed under section 44F of the Internal 

7 Revenue Code of 1954 not taking into consideration the 

8 limitation on the federal crenit under section 44F(g) of the 

9 Internal Revenue Code of 1954. 

10 Any credit in excess of the tax liability for the taxable 

11 year shall be refunded with interest computed under section 

12 422.25. In lieu of claiming a refund, a taxpayer may elect 

13 to have the overpayment shown on its final, completed return 

14 credited to the tax liability for the following taxable year. 

15 Sec. 16. Section 422.60, unnumbered paragraph 2, Code 

16 1983, is amended to read as follows: 

17 In addition to all taxes imposed under this division, there 

18 is imposed upon each financial institution doing business 

19 within the state a state minimum tax for tax preference items 

20 equal to ~weft~y-~4ve fifty percent of the state's apportioned 

21 share of the federal minimum tax. The state's apportioned 

22 share of the federal minimum tax is a percent equal to the 

23 ratio of the federal minimum tax on preferences attributable 

24 to Iowa to the federal minimum tax on all preferences. The 

25 director shall prescribe rules for the determination of the 

26 amount of the federal minimum tax on preferences attributable 

27 to Iowa which shall be based as much as equitably possible 

28 on the allocation and apportionment provisions of section 

29 422.63. For purposes of this subsection, "federal minimum 

30 tax" means the federal minimum tax for tax preferences computed 

31 and paid or payable under sections 55 to 58 of the Internal 

32 Revenue Code of 1954y-a5-a~fteee-~e-afte-~fte~~e~ft~-Jaft~a~~ 

33 ~7-49ae. 

34 Sec. 17. The prohibition in section 422.16, subsection 

35 11, paragraph e, on the waiver relating to reasonable cause 
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1 of the addition to tax for underpayment of the estimated tax 

2 payable shall not apply with regard to the 1982 tax year to 

3 farmers and fishermen who have elected not to pay estimated 

4 taxes during the 1982 tax year and the director shall waive 

5 the addition to tax for underpayment of the estimated tax 

6 payable for the 1982 tax year to April 30, 1983 for reasonable 

7 cause. 

8 Sec. 18. Sections 1, 6, and 13 are retroactive to January 

9 I, 1982 for tax years beginning on or after January I, 1982. 

10 These sections shall also be applicable for tax years beginning 

11 prior to January 1, 1982 where the Internal Revenue Code of 

12 1954, as amended up to and including January 14, 1983, provides 

13 for certain inclusions or exclusions in computing federal 

14 taxable income for a tax year beginning prior to January I, 

15 1982. 

',' ','16 Sec. 19. Sect ions 2, 3, 4, 5, 7, 8, 9, 10, 11, 12, 14, 

"<'17 15, and 16 are retroactive to January 1, 1983 for tax years 

18 beginning on or after January I, 1983. 

19 Sec. 20. This Act, being deemed of immediate importance, 

20 takes effect from and after its publication in The Altoona 

21 Herald-Mitchellville Index, a newspaper published in Altoona, 

22 Iowa, and in the Ankeny Press Citizen, a newspaper published 

23 in Ankeny, Iowa. 

24 

25 
, 26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 386 

1 Amend Senate File 386, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. By striking everything after the enacting 
4 clause and inserting in lieu thereof the following: 
5 "Section 1. Section 422.4, subsection 17, Code 
6 1983, is amended to read as follows: 
7 17. "Internal Revenue Code of 1954" means the 
8 Internal Revenue Code of 1954, as amended to and 
9 including January ~.,.-~98i! 14, 1983. 

10 Sec. 2. Section 422.4, Code 1983, is amended by 
11 adding the following new subsection: 
12 NEW SUBSECTION. 19. a. "Solar domestic hot water 
13 system" means a system which performs all of the 
14 following tasks for the purpose of heating domestic 
15 hot water: 
16 (1) Collection of sunlight and conversion to heat 
17 energy. 
18 (2) Transporting heat to a potable water supply. 
19 (3) Storing heated water until it is needed for 
20 domestic use. 
21 (4) The system can reasonably be expected to 
22 remain in operation for at least five years. 
23 b. "Principal residence" means an Iowa residence 
24 and shall be determined under principles similar to 
25 those applicable to section 1034 of the Internal 
26 Revenue Code of 1954. 
27 c. "Qualifying expenditures" means those 
28 expenditures incurred and paid by the taxpayer during 
29 the tax year for the original installation, including 
30 labor and material costs, of a solar domestic hot 
31 water system. Federal, state or local grants or 
32 subsidies do not qualify as expenditures by the tax-
33 payer. 
34 Sec. 3. Section 422.5, unnumbered paragraph 10, 
35 Code 1983, is amended to read as follows: 
36 In addition to all taxes imposed under this 
37 division, there is imposed upon every resident and 
38 nonresident, including resident and nonresident estates 
39 and trusts, of this state a state minimum tax for 
40 tax preference items equal to tweftty-i~ve fifty percent 
41 of the state's apportioned share of the federal minimum 
42 tax. The state's apportioned share of the federal 
43 minimum tax is one hundred percent in the case of 
44 a resident and in the case of a nonresident a percent 
45 equal to the ratio of the federal minimum tax on 
46 preferences attributable to Iowa to the federal minimum 
47 tax on all preferences. The director shall prescribe 
48 rules for the determination of the amount of the 
49 federal minimum tax on preference items attributable 
50 to Iowa which shall be based as much as equitably 
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1 possible on the allocation provisions of section 
2 422.8, subsections 2 and 3. For purposes of this 
3 paragraph, "federal minimum tax" means the federal 
4 minimum tax for tax preferences computed under sections 
5 S5 to 58 of the Internal Revenue Code of 1954 for 
6 the tax year. 
7 Sec. 4. Section 422.6, unnumbered paragraph 1, 
8 Code 1983, is amended to read as follows: 
9 The tax imposed by section 422.5 and credits for 

10 increasing research activities granted under sect10n 
11 422.10 shall apply to and become a charge against 
12 estates and trusts with respect to their taxable 
13 income, and the rates shall be the same as those 
14 applicable to individuals. The fiduciary shall be 
15 responsible for making the return of income for the 
16 estate or trust for which Ae the fiduciary acts, 
17 whether 8tleA the income Be is taxable to the estate 
18 or trust or to the beneficiaries thereon. 
19 Sec. 5. Chapter 422, Code 1983, is amended by 
20 inserting after section 422.9 the following new 
21 section: 
22 NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. 
23 1. The taxes imposed under this division shall 
24 be reduced by a state tax credit for increasing 
25 research activities in this state. For individuals, 
26 the credit shall equal twenty-five percent of the 
27 state's apportioned share of the federal credit for 
28 increasing research activities. The state's appor-
29 tioned share of the federal credit for increasing 
30 research activities is a percent equal to the ratio 
31 of qualified research expenditures in this state to 
32 total qualified research expenditures. Where the 
33 credit for increasing research activities for 
34 partnerships, corporations electing to have its income 
35 taxed directly to the shareholders, estates and trusts 
36 passes through to the individual taxpayer the 
37 provisions for individuals apply to the amount of 
38 federal credit passed through. For purposes of this 
39 subsection, "federal credit for increasing research 
40 activities" means the federal credit for increasing 
~1 research activities computed under section 44F of 
42 the Internal Revenue Code of 1954 not taking into 
43 consideration the limitation on the federal credit 
44 under section 44F(g) of the Internal Revenue Code 
45 of 1954. 
46 Any credit in excess of the tax liability less 
47 personal exemption and child care credits provided 
48 in section 422.12 for the taxable year shall be 
49 refunded with interest computed under section 422.25. 
50 In lieu of claiming a refund, a taxpayer may elect· 
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1 to have the overpayment shown on the taxpayer's final, 
2 completed return credited to the tax liability for 
3 the [ollowing taxable year. 
4 2. The taxes imposed under this division shall 
5 be reduced by a state credit for expenditures incurred 
6 in the installation of solar domestic hot water 
7 systems. For residents and part-year residents, the 
8 credit, not to exceed three hundred dollars, shall 
9 be equal to fifteen percent of the qualifying 

10 expenditures incurred in installing a solar domestic 
11 hot water system to be used in the individual's 
12 principal residence. The credit cannot exceed three 
13 hundred dollars for each principal residence. A 
14 credit shall not be allowed if the amount of the 
15 credit is less than ten dollars. A credit is not 
16 allowed for expenditures made after December 31, 1985. 
17 Any credit in excess of the tax liability less 
18 personal exemption and child care credits provided 
19 in section 422.12 for the taxable year shall be 
20 refunded with interest computed under section 422.25. 
21 In lieu of claiming a refund, an individual may elect 
22 to have the overpayment shown on the taxpayer's final, 
23 completed return credited to the tax liability for 
24 the following taxable year. 
25 Sec. 6. Section 422.12, subsection 2, Code 1983, 
26 is amended to read as follows: 
27 2. A child and dependent care credit equal to 
28 i~ve six percent of the qualifying employment-related 
29 expenses and subject to the same limitations provided 
30 by section 44A of the Internal Revenue Code of 1954. 
31 Married taxpayers electing to file separate returns 
32 or filing separately on a combined return must allocate 
33 the child and dependent care credit to each spouse 
34 in the proportion that A~8-8P-Aef each spousels 
35 respective net income bears to the total combined 
36 net income. Taxpayers affected by the allocation 
37 provisions of section 422.8 shall be permitted a 
38 deduction for the credit only in 8~eft the amount as 
39 is fairly and equitably allocable to Iowa under rules 
40 prescribed by the director. 
41 Sec. 7. Section 422.32, subsection 4, Code 1983, 
42 is amended to read as follows: 
43 4. "Internal Revenue Code of 1954" means the 
44 Internal Revenue Code of 1954, as amended to and 
45 including January ~7-~982 14, 1983. 
46 Sec. 8. Section 422.33, subsection 4, Code 1983, 
47 is amended to read as follows: 
48 4. In addition to all taxes imposed under this 
49 division, there is imposed upon each corporation doing 
50 business within the state a state minimum tax for 
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1 tax preference equal to ~weft~y-£~ve fifty percent 
2 of the state's apportioned share of the federal minimum 
3 tax. The state's apportioned share of the federal 
4 mini~um tax is a percent equal to the ratio of the 
5 federal minimum tax on preferences attributable to 
6 Iowa to the federal minimum tax on all preferences. 
7 The director shall prescribe rules for the 
8 determination of the amount of the federal minimum 
9 tax on preferences attributable to Iowa which shall 

10 be based as much as equitably possible on the 
11 allocation and apportionment provisions of subsections 
12 2 and 3. For purposes of this subsection, "federal 
13 minimum tax" means the federal minimum tax for tax 
14 preferences computed under sections 55 to 58 of the 
15 Internal Revenue Code of 1954 for the tax year. 
16 Sec. 9. Section 422.33, Code 1983, is amended 
17 by adding the following new subsection: 
18 NEW SUBSECTION. 5. The taxes imposed under this 
19 division shall be reduced by a state tax credit for 
20 increasing research activities in this state equal 
21 to twenty-five percent of the state's apportioned 
22 share of the federal credit for increasing research 
23 activities. The state's apportioned share of the 
24 federal credit for increasing research activities 
25 is a percent equal to the ratio of qualified research 
26 expenditures in this state to the total qualified 
27 research expenditures. For purposes of this 
28 subsection, "federal credit for increasing research 
29 activities" means the federal credit for increasing 
30 research activities computed under section 44F of 
31 the Internal Revenue Code of 1954 not taking into 
32 consideration the limitation on the federal credit 
33 under section 44F(g) of the Internal Revenue Code 
34 of 1954. 
35 Any credit in excess of the tax liability for the 
36 taxable year shall be refunded with interest computed 
37 under section 422.25. In lieu of claiming a refund, 
38 a taxpayer may elect to have the overpayment shown 
39 on its final, completed return credited to the tax 
40 liability for the following taxable year. 
'41 Sec. 10. section 422.60, unnumbered paragraph 
42 2, Code 1983, is amended to read as follows: 
43 In addition to all taxes imposed under this 
44 division, there is imposed upon each financial 
45 institution doing business within the state a state 
46 minimum tax for tax preference items equal to ~weft~y-
47 ~~ve fifty percent of the state's apportioned share 
48 of the federal minimum tax. The state's apportioned 
49 share of the federal minimum tax is a percent equal 
50 to the ratio of the federal minimum tax on preferences 
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1 attributable to Iowa to the federal minimum tax on 
2 all preferences. The director shall prescribe rules 
3 for the determination of the amount of the federal 
4 minimum tax on preferences attributable to Iowa which 
5 shall be based as much as equitably possible on the 
6 allocation and apportionment provisions of section 
7 422.63. For purposes of this subsection, "federal 
8 minim·lJll tax" means the federal minimum tax for tax 
9 pref~rences computed and paid or payable under sections 

10 55 to 58 of the Internal Revenue Code of 1954,-as 
"<" ,11 aJIIeftEieQ-~e-aIHi-;j,fte:l:tla;j,RfJ-~.untal!'y-~,-:!:9Si!. 
J_, '12 Sec. 11. sections 1 and 7 are retroactive to 

13 January 1, 1982 for tax years beginning on or after 
14 January 1, 1982. These sections shall also be 
15 applicable for tax years beginning prior to January 
16 1, 1982 where the Internal Revenue Code of 1954, as 
17 amended up to and including January 14, 1983, provides 
18 for certain inclusions or exclusions in computing 
19 federal taxable income for a tax year beginning prior 
20 to January 1, 1982. 
21 Sec. 12. Sections 2, 3, 4, 5, 6, 8, 9, and 10 
22-are retroactive to January 1, 1983 for tax years 
23 beginning on or after January 1, 1983. 

'.' 24 Sec. 13. This Act, being deemed of immediate 
25 importance, takes effect from and after its publication 
26 in The Altoona Berald-Mitchellville Index, a newspaper 
27 published in Altoona, Iowa, and in the Ankeny PreSs 
28 Citizen, a newspaper published in Ankeny, Iowa." 
H-3269 ,FILED MARCH 16, 1983 BY HUMMEL of Benton 
Q<;,..."--,, ,; //7/8'3 (p 77ft) 

SENATE FILE 386 
H-3268 

1 Amend Senate File 386 as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 3, line 21, by striking the word "twenty-
4 seven" and inserting in lieu thereof the word 
5 "fifteen". 
6 2. Page 3, l.ine 25, by striking the word "twenty-
7 seven" and inserting in lieu thereof the word 
8 "fifteen". 

H-3268 FILED MARCH 16, 1983 r..-+ .3//~ ;/3 (f 798) 

BY McKEAN of Jones 
KREWSON of Polk 



SENATE FILE 386 
H-3263 
1 Amend senate File 386, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. By striking page 2, line 32 through page 3, 
4 line 9. 
5 2. Page 3, by striking lines 16 through 32. 
6 3. Renumber sections and correct internal 
7 references as are necessary in accordance with this 
8 amendment. 

H-3263 FILED MARCH 16, 1983 BY HANSON of Delaware 
(:::::. • ..? J/;&ft3 (j 797) 

SENATE FILE 386 
H-3264 

1 Amend Senate File 386 as amended, passed and 
2 reprinted by the Senate, as follows: 
3 I. Page 2, by striking lines 25 through 31. 
4 2. Renumber sections and correct internal 
5 references as are necessary in accordance with this 
6 amendment. 
H-3264 FILED MARCH 16, 1983 
0(---, ;,/if /7., (1 72' > 

BY HANSON of Delaware 

. -.~---------~-.. - .. " ~.- .. ---,--. ---- ,,,-
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1-1-3270 

1 Amend Senate File 386 as amended, passed and 
2 reprinted by the Senate, as follows: 
3 1. PilgC 6, by inserting after 1 ine 5 the follm-,ing 
4 new section: 
5 "Se~. 20. Section 422.12, Code 1983, is amended 
6 by adding the following new subsection: 
7 NE\~ SUBSECTION. 4. An investment tax credit equal 
8 to onc percent of the value of depreciable property 
9 located in this state which qualifies for the federal 

10 investment tax credit as authorized under section 
11 38 of the Internal Revenue Code of 1954 and computed 
12 under section 46 of the Internal Revenue Code of 1954. 
13 The investment tax credit allowed under this subsection 
14 shall be applicable for tax years beginning on or 
15 after January I, 1985 and shall be subject to the 
16 following limitations: 
17 a. For the tax year beginning on or after January 
18 I, 1985, the maximum allowable credit shall be t\-l0 

19 hundred fifty dollars. 
20 b. For the tax year beginning on or after January 
21 I, 1986, the maxim~~ allowable credit shall be five 
22 h~ndred dollars. 
23 c. For the tax year beginning on or after January 
24 I, 1987, the maximum allm~able credit shall be seven 
25 hundred fifty dollars. 
26 d. For the tax year beginning on or after January 
27 I, 1938, the maximum allowable credit shall be one 
28 thousand dollars. 
29 e. For the tax year beginning on or after January 
30 I, 1989 and succeeding tax years, the allowable credit 
31 shall be the amount allowed under this subsection." 
32 2. Page 7, by inserting after line 14 the following 
33 new section: 
34 ··Sec. 30. Section 422.33, Code 1983, is amended 
35 by adding the follm~ing new subsection: 
36 Nmv SUBSECTION. 6. A corporation may deduct from 
37 the computed tax an investment tax credit equal to 
38 one percent of the value of the depreciable property 
39 located in this state which qualifies for the federal 
40 investment tax credit as authorized under section 
41 38 of the Internal Revenue Code of 1954 and computed 
42 under section 46 of the Internal Revenue Code of 1954. 
43 The investment tax credit allowed under this subsection 
44 shall be applicable for tax years beginning on or 
45 after January I, 1985 and shall be s~bject to the 
46 following limitations: 
47 a. For the tax year beginning on or after January 
48 1, 1985, the maximu:;] allmvable credit shall be t\~O 

49 hundred fifty dollilrs. 
50 h. F'or the tax year beginning on or after January 
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1 1, 1986, the maximum allowable credit shall be five 
2 hundred dollars. 
3 c. For the tax year beginning on or after January 
4 1, 1981, the maximum allowable credit shall be seven 
5 hundred fifty dollars. 
6 d. For the tax year beginning on or after January 
7 1, 1988, the maximum allowable credit shall be one 
8 thousand dollars. 
9 e. For the tax year beginning on or after January 

10 1, 1989 and succeeding tax years, the allowable credit 
11 shall be the amount allowed under L~is subsection. 
12 The credit allowed under this subsection shall 
13 r.ot exceed the taxpayer's tax liability. The credit 
14 may be claimed only in the tax year in which the 
15 depreciable property is acquired." 
16 3. Page 8, line 17, by striking the word and 
17 figure "and 16" and inserting in lieu thereof the 
18 word and figures "16, 20, and 30". 
19 4. Renumber sectionn and correct internal 
20 references as are necessary in accordance with this 
21 amendment. 

H-3270 FILED MARCH 16, 1983 
~~ --",~I ;r./.~ 3;;(/n !~. 8'0.5) 

, , 

BY DE GROOT of Lyon 
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SENATE FILE 386 
1l-3271 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

-~~ 9 26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 

_49 
.50 

Amend Senate File 386, as amended, passed, and 
reprinted by the Senate, as follows: 

1. By striking everything after the enacting 
clause and inserting in lieu thereof the following: 

"Section 1. Section 422.4, subsection 17, Code 
1983, is amended to read as follows: 

17. "Internal Revenue Code of 1954" means the 
Internal Revenue Code of 1954, as amended to and 
including January :,-:98~ 14, 1983. 

Sec. 2. Section 422.4, Code 1983, is amended by 
adding the following new subsection: 

NEW SUBSECTION. 19. a. "Solar domestic hot water 
system" means a system which performs all of the 
following tasks for the purpose of heating domestic 
hot water: 

(1) Collection of sunlight and conversion to heat 
energy. 

(2) Transporting heat to a potable water supply. 
(3) Storing heated water until it is needed for 

domestic use. 
(4) The system can reasonably be expected to 

remain in operation for at least five years. 
b. "Principal residence" means an Iowa residence 

and shall be determined under principles similar to 
those applicable to section 1034 ~ the Internal 
Revenue Code of 1954. 

c. "Qualifying expenditures" means those 
expenditures incurred and paid by the taxpayer during 
the tax year for the original installation, including 
labor and material costs, of a solar domestic hot 
water system. Federal, state or local grants or 
subsidies do not qualify as expenditures by the tax­
payer. 

Sec. 3. Section 422.5, subsections 5 and 6, Code 
1983, are amended to read as follows: 

5. On the fifth, sixth, and seventh thousand 
dollars of taxable income, or any part thereof, f~¥e 
four and one-half percent. 

6. On the eighth and ninth thousand dollars of 
taxable income, or any part thereof, S~H five and 
one-half percent. 

Sec. 4. Section 422.5, unnumbered paragraph 10, 
Code 1983, is amended to read as follows: 

In addition to all taxes imposed under this 
division, there is imposed upon every resident and 
nonresident, including resident and nonresident estates 
and trusts, of this state a state minimum tax for 
tax preference items equal to ~weB~y-£~ve fifty percent 
of the state's apportioned share of the federal minimum 
tax. The state's apportioned share of the federal 

-1-



MARCH 18. 1983 
Pl\GE THREE 

H-3271 
Page Two 

1 minimum tax is one hundred percent in the case of 
2 a resident and in the case of a nonresident a percent 
3 equal to the ratio of the federal minimum tax on 
4 preferences attributable to Iowa to the federal minimum 
5 tax on all preferences. The director shall prescribe 
6 rules for the determination of the amount of the 
7 federal minimum tax on' preference items attributable 
8 to Iowa which shall be based as much as equitably 
9 p06sible on the allocation provisions of section 

10 422.8, subSections. 2 .and ~. For purposes of this 
11 paragraph, "federal"" minimum tax" means the federal 
12 minimum ta,x for ~ax preferences computed v.nder sections 
13 55 to 58 of the Internal Revenue Code of 1954 for 
14 the tax year. 
15 Sec. 5. section 422.6, unnumbered paragraph 1, 
16 Code 1983, is amended to read as follows: 
17 The tax imposed by section 422.5 and credits for 
18 increasing research activities granted under section 
19 422.10 shall apply to and become a charge against 
20 estates and trusts with respect to their taxable 
21 income, and the rates shall be the same as those 
22 applicable to individuals. The fiduciary shall be 
23 responsible for making the return of income for the 
24 estate or trust for which fie the fiduciary acts, 
25 whether SlieR the income be is-'taxable to the estate 
26 or trust or to the beneficiaries thereon. 
27 Sec. o. Chapter 422, Code 1983, is amended by 
28 inserting after section 422.9 the following new 
29 section: 
30 NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. 
31 1. The taxes imposed under this division shall 
32 be reduced by a state tax credit for increasing 
33 research activities in this state. For individuals, 
34 the credit shall equal twenty-five percent of the 
35 state's apportioned share of the federal credit for 
36 increasing research activities. The state's appor-
37 tioned share of the federal credit for increasing 
38 research activities is a percent equal to the ratio 
39 of qualified research expenditures in this state to 
40 total qualified research expenditures. Where the 
41 credit for increasing research activities for 
42 partnerships, corporations electing to have its income 
43 taxed directly to the shareholders, estates and trusts 
44 passes through to the individual taxpayer the 
45 provisions for individuals apply to the amount of 
46 federal credit passed through. For purposes of this 
47 subsection, "federal credit for increasing research 
48 activities" means the federal credit for increasing 
49 research activities computed under section 44F of 
50 the Internal Revenue Code of 1954 not taking into 
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1 consideration 
2 under section 
3 of 1954. 

the limitation on the federal credit 
44F(g) of the Internal Revenue Code 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

;20 
21 
22 

:e;! 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

_48 
.49 
3;. '0 50 

Any credit in excess of the tax liability less 
personal exemption and child care credits provided 
in section 422.12 for the taxable year shall be 
refunded with interest computed under section 422.25. 
In lieu of claiming a refund, a taxpayer may elect 
to have the overpayment shown on the taxpayer's final, 
completed return credited to the tax liability for 
the following taxable year. 

2. The taxes imposed under this division shall 
be reduced by a state credit for expenditures incurred 
in the installation of solar domestic hot water 
systems. For residents and part-year residents, the 
credit, not to exceed three hundred dollars, shall 
be equal to fifteen percent of the qualifying 
expenditures incurred in installing a solar domestic 
hot water system to be used in the individual's 
principal residence. The credit cannot exceed three 
hundred dollars for each principal residence. A 
credit shall not be allowed if the amount of the 
credit is less than ten dollars. A credit is not 
allowed for expenditures made after December 31, 1985. 

Any credit in excess of the tax liability less 
personal exemption and child care credits provided 
in section 422.12 for the taxable year shall be 
refunded with interest computed under section 422.25. 
In lieu of claiming a refund, an individual may elect 
to have the overpayment shown on the taxpayer's final, 
completed return credited to the tax liability for 
the following taxable year. 

Sec. 7. Section 422.9, subsection 1, Code 1983, 
is amended to read as follows: 

1. An optional standard deduction of fifteen 
percent of the net income after deduction of federal 
income tax, not to exceed one thousand two hundred 
dollars for a married person who files separately, 
one thousand two hundred dollars for a single person 
or three thousand dollars for a husband and wife who 
file a joint return, a surviving spouse as defined 
in section 2 of the Internal Revenue Code of 1954, 
or an unmarried head of household as defined in the 
Internal Revenue Code of 1954. The amount of the 
federal income tax deducted shall not exceed the 
amount as computed' under subsection 2, paragraph b. 

Sec. 8. Section 422.9, subsection 2, paragraph 
b, Code 1983, is amended by striking paragraph band 
inserting in lieu thereof the following: 

b. Add the amount of federal income taxes accrued 
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1 for the tax year. However, the accrued amount shall 
2 not exceed fifteen thousand dollars. The amount of 
3 federal income taxes accrued for the tax year shall 
4 not be adjusted by federal income tax refunds or 
S payments for prior years. Married persons who file 
6 separately shall be limited to an accrued federal 
7 income tax deduction not to exceed fifteen thousand 
8 dollars in total for both spouses. The amount of 
9 the federal income tax deduction shall be divided 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
2S 
2~ 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
4S 
46 
47 
48 
49 
50 

between each spouse by the ratio of federal adjusted 
gross income of each spouse to total federal adjusted 
gross income of both spouses unless they can show 
that another method more accurately reflects the 
amount of federal income tax to be deducted by each. 

Sec. 9. Section 422.12, subsection 2, Code 1983, 
is amended to read as follows: 

2. A child and dependent care credit equal to 
Hve six percent of the qualifying employment-related 
expenses and subject to the same limitations provided 
by section 44A of the Internal Revenue Code of 1954. 

Married taxpayers electing to file separate returns 
or filing separately on a combined return must allocate 
the child and dependent care credit to each spouse 
in the proportion that R~B-eF-ReF each spouse's 
respective net income bears to the total combined 
net income. Taxpayers affected by the allocation 
provisions of section 422.8 shall be permitted a 
deduction for the credit only in 6~eR the amount as 
is fairly and equitably allocable to Iowa under rules 
prescribed by the director. 

Sec. 10. Section 422.32, subsection 4, Code 1983, 
is amended to read as follows: 

4. "Internal RevenUe Code of 1954" means the 
Internal Revenue Code of 1954, as amended to and 
including January ~,-~g82 14, 1983. 

Sec. 11. section 422.33, subsection 4, Code 1983, 
is amended to read as follows: 

4. In addition to all taxes imposed under this 
division, there is imposed upon each corporation dOing 
business within the state a state minimum tax for 
tax preference equal to ~weR~y-£~ve fifty percent 
of the state's apportioned share of the federal minimum 
tax. The state's apportioned share of the federal 
minimum tax is a percent equal to the ratio of the 
federal minimum tax on preferences attributable to 
Iowa to the federal minimum tax on all preferences. 
The director shall prescribe rules for the 
determination of the amount of the federal minimum 
tax on preferences attributable to Iowa which shall 
be based as much as equitably possible on the 
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1 allocation and apportionment provisions of subsections 
2 2 and 3. For purposes of this subsection, "federal 
3 minimum tax" means the federal minimum tax for tax 
4 preferences computed under sections 55 to 58 of the 
5 Internal Revenue Code of 1954 for the tax year. 
6 Sec. 12. Section 422.33, Code 1983, is amended 
7 by adding the following new subsection: 
8 NEW SUBSECTION. 5. The taxes imposed under this 
9 division shall be reduced by a state tax credit for 

10 increasing research activities in this state equal 
11 to twenty-five percent of the state's apportioned 
12 share of the federal credit for increasing research 
13 activities. The state's apportioned share of the 
14 federal credit for increasing research activities 
15 is a percent equal to the ratio of qualified research 
16 expenditures in this state to the total qualified 
17 research expenditures. For purposes of this 
18 subsection, "federal credit for increasing research 
19 activities" means the federal credit for increasing 
20 research activities computed under section 44F of 
21 the Internal Revenue Code of 1954 not taking into 
22 consideration the limitation on the federal credit 
23 under section 44F(g) of the Internal Revenue Code 
24 of 1954. 
25 Any credit in excess of the tax liability for the 
26 taxable year shall be refunded with interest computed 
27 under section 422.25. In lieu of claiming a refund, 
28 a taxpayer may elect to have the overpayment shown 
29 on its final, completed return credited to the tax 
30 liability for the following taxable year. 
31 Sec. 13. Section 422.60, unnumbered paragraph 
32 2, Code 1983, is amended to read as follows: 
33 In addition to all taxes imposed under this 
34 division, there is imposed upon each financial 
35 institution doing business within the state a state 
36 minimum tax for tax preference items equal to ~wea~y-
37 ~~ve fifty percent of the state's apportioned share 
38 of the federal minimum tax. The state's apportioned 
39 share of the federal minimum tax is a percent equal 
40 to the ratio of the federal minimum tax on preferences 
41 attributable to Iowa to the federal minimum tax on 
42 all preferences. The director shall prescribe rules 
43 for the determination of the amount of the federal 
44 minimum tax on preferences attributable to Iowa which 
45 shall be based as much as equitably possible on the 
46 allocation and apportionment provisions of section 
47 422.63. For purposes of this subsection, "federal 
48 minimum tax" means the federal minimum tax for tax 
49 preferences computed and paid or payable under sections 

e50 55 to 58 of the Internal Revenue Code of 1954,-dfl 
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1 ameft6e6-~e-aft6-~fte:~6~ft~-Jaft~afY-±7-±g82. 
'2 Sec. 14. sections 1 and 10 are retroactive to 
3 January 1, 1982 for tax years beginning on or after 
4 January 1, 1982. These sections shall also be 
5 applicable for tax years beginning prior to January 
6 1, 1982 where the Internal Revenue Code of 1954, as 
7 amended up to and including January 14, 1983, provides 
8 for certain inclusions or exclusions in computing 
9 federal taxable income for a tax year beginning prior 

10 to January 1, 1982. 
11 Sec. 15. sections 2, 3, 4, 5, 6, 7, 8, 9, 11, 
12 12, and 13 are retroactive to January 1, 1983 for 
13 tax years beginning on or after January 1, 1983. 
14 Sec. 16. This Act, being deemed of immediate 
15 importance, takes effect from and after its publication 
16 in The Altoona Herald-Mitchellville Index, a newspaper 
17 published in Altoona, Iowa, and in the Ankeny Press 
18 Citizen, a newspaper published in Ankeny, Iowa." 

H-3271 FILED l1ARCH 17, 1983 BY KREWSON of Polk 
.;(~. 43/.3(; 7;.» 
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H-3281 
SENATE FILE 386 

1 Amend Senate File 386, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 2, by inserting after line 31 the following 
4 new section: 
5 "Sec. 30. Section 422.7, Code 1983, is amended 
6 by adding the following new subsection: 
7 NEW SUBSECTION. 18. If the taxpayer elects to 
8 receive the benefits of sections 422.120 through 
9 422.124, add the amount equal to the eXCesS of the 

10 amount e~cluded from federal gross income under section 
11 911 an~ subpart D of part III of subchapter N of the 
12 Internal Revenue Code of 1954 over the deductions 
13 which would have been properly allowable to or 
14 chargeable against such amount but for the exclusion 
15 of that amount from federal gross income." 
16 2. Page 7, by inserting after line 33 the following 
17 new sections: 
18 "Sec. 31. Chapter 422, Code 1983, is amended by 
19 adding sections 32 through 36 as a new division. 
2~ Sec. 32. NEW SECTION. 422.120 LIMITATION ON 
21 TAX. Notwithstanding the amount of tax determined 
22 in accordance with section 422.5, if an eligible 
23 individual has averagable income exceeding three 
24 thousand dollars for the computation year, then the 
25 tax imposed by section 422.5 for the computation year 
26 which is attributable to averagable income shall be 
27 five times the increase in tax under that section 
28 between the tax on the sum of twenty percent of the 
29 averagable income plus one hundred twenty percent 
30 of the average base period income and the tax on one 
31 hundred twenty percent of the average base period . 
32 income. 
33 Sec. 33. NEW SECTION. 422.121 DEFINITIONS. 
34 For the purposes of th~s division, unless the context 
35 otherwise requires: 
36 1. "Averagable income" means the amount by which 
37 Iowa taxable income for the computation year exceeds 
38 one hundred twenty percent of average base period 
39 income. In computing averagable income, taxable 
40 income for the computation year shall be reduced, 
41 to the extent included in taxable income, by the 
42 amount to which section 72(m) (5) of the Internal 
43 Revenue Code of 1954 applies and the amounts included 
44 in the income of a beneficiary of a trust under section 
4S 667(a) of the Internal Revenue Code of 1954. 
46 2. "Average base period income" means one-fourth 
47 of the sum of the base period incomes for the base 
48 period. 
49 3. "Base period income" for a tax year means the 
50 Iowa taxable income for that year increased, to the 
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1 extent the amount would have been included in taxable 
2 income, by an amount equal to the excess of the amount 
3 excluded from federal gross income under section 911 
4 and subpart D of part III of subchapter N of the 
5 Internal Revenue Code of 1954, over the deductions 
6 which would have been properly allocable to or 
7 chargeable against that amount but for the exclusion 
8 of that amount from federal gross income; and 
9 decreased, to the extent included in taxable income, 

10 by the amounts included in the income of a beneficiary 
11 of a trust under section 667(a) of L~e Internal Revenue 
12 Code of 1954. 
13 4. "Computation year" means the tax year for which 
14 the taxpayer chooses the benefits of this division. 
15 5. "Base period" means the four tax years 
16 immediately preceding the computation year. 
17 6. "Base period year" means any of the four tax 
18 years immediately preceding the computation year. 
19 7. Except as otherwise provided in this subsection, 
20 "eligible individual" means an individual who is 
21 subject to the tax imposed by division II of this 
22 chapter for the computation year. An individual is 
23 not an eligible individual for the computation year 
24 if, for any base period year, the individual and the 
25 individual's spouse furnished less than one-half of 
26 the individual's support except that the individual 
27 is an eligible individual in any of the following 
28 cases; 
29 a. If the computation year ends after the 
30 individual attained age twenty-five and, during at 
31 least four of the individual's tax years beginning 
32 after the individual attained age twenty-one and 
33 ending with the computation year, ~~e individual was 
34 not a fUll-time student. 
3S b. If more than one-half of the individual's Iowa 
36 taxable income for the computation year is attributable 
37 to work performed by the individual in subst~~tial 
38 part during two or more of the base period years. 
39 c. If the individual computes the individual's 
40 tax on the basis of joint income of husband w.d wife 
41 for the computation year and not more than twenty-
42 five percen.t of the aggregate Iowa net income of the 
43 individual and the individual's spouse for the 
44 computation year is attributable to the individual. 
45 8. lIStucient" means, with respect to a tax ye.iir, 
46 an individual who during each of five calendar months 
47 during the tax year was a full-time student at. an 
48 educational organization described in section 
49 170(b){1)(Aj(ii) of the Internal Revenue Code of 195~, 
50 or was pursuing a fUll-time course of institutional 
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1 
2 
3 
4 
5 
6 
7 
8 
'3 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

_
23 

, 24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

'.. :~ 
50 

on-farm training under the supervision of an accredited 
agent of such an educational organization or of a 
state or a political subdivision of a state. 

9. "Net income", "taxable income", "tax year" 
and "Internal Revenue Code of 1954" have the same 
meaning as defined in section 422.4. 

Sec. 34. NEW SECTION. 422.122 ELECTION. This 
division applies to a tax year only at the taxpayer's 
election. The election may be made or changed at 
any time before the expiration of the period prescribed 
for making a claim for credit or refund of the tax 
imposed by division II of this chapter for the tax 
year. 

Sec. 35. NEW SECTION. 422.123 MARRIED TAXPAYERS. 
1. For purposes of this division, the base period 

income of an individual for any base period year shall 
not be less than fifty percent of the base period 
income which would result from combining his or her 
income and deductions for that year with the greater 
of the income and deductions for that year of the 
individual who is his or her spouse for the computation 
year or with the income and deductions for that year 
of the individual who was his or her spouse for that 
base period year. However, this subsection does not 
apply for a base period year if, for the computation 
year, the individual files with his or her spouse 
a joint return for Iowa income tax purposes or files 
a federal return as a surviving spouse and the 
individual was not married to any other spouse for 
that base period year. 

2. In the case of a joint return for Iowa income 
tax purposes, the three thousand dollar figure 
specified in section 2 of this Act shall be applied 
to the aggregate averagable income. 

3. For purposes of this division, section 143(a) 
of the Internal Revenue Code of 1954 applies in 
determining whether an individual is married for any 
tax year. 

Sec. 30. NEW SECTION. 422.124 RETURN NOT MADE 
IN BASE YEAR. This division applies to the tax year 
even though the taxpayer electing the benefits of 
this division was not required to make and sign an 
Iowa income tax return for one or more tax years 
during the base period. The average base period 
income for that taxpayer shall be determined as if 
that taxpayer had been required to make and sign an 
Iowa income tax return for the tax years in the base 
period. II 

3. Page 8, ,line 17, by striking the word and 
figure "and 16" and inserting in lieu thereof the 
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1 word and figures "16, 30, 31, 32, 33, 34, 35, and 
2 36". 
3 4. Renumber sections and correct internal 
4 references as are necessary in accordance with this 
5 amendment. 

H-3281 FILED ~~RCH 17, 1983 BY COCHRAN of Webster 
f2 f'; J>..-" -?J~ .i1 / /T /:1.<; ( . .,p 791) 
~ j' " 

SENATE FILE 386 
H-3284 

1 Amend Senate File 386 as amended, passed and 
2 reprinted by the Senate, as follows: 
3 1. Page 1, by striking lines 25 through 28. 
4 2. Renu:rober sections and correct interna~ 
5 references as necessary ~n accordance with this 
6 amendment. 

H-3284 FILE)) ~lARCH 17, 1983 
dd/,","£.f ,3/lf/:J3.(;fJ 7{{(.) 

BY nODERER of Johnson 
T,'\BOR of Jackson 

SENATE FILE 386 
H-3272 
1 ~end Senate File 386 as amended, passed and 

reprInted by the Senate, as follows: 2 
3 
4 
5 

1. Page 3, by striking lines 21 through 23 and 
inserting in lieu thereof the words "twenty-seven 
thousand dollars. Married". 

H-3272 FILED MARCH 17, 1983 
~--< ,1/;1/:73 /" 1'";'9) 
, r ,7 

BY SCHNEKLOTH of Scott 
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SENATE FILE 386 
H-3286 
1 Amend Senate File 386 as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 3, by striking lines 19 through 32 and 
4 inserting in lieu thereof the following: 
5 lib. Add the amount of federal income taxes paid 
6 for the tax year as a result of withholding and 
7 estimated tax payments. Also add the amount of federal 

, 8 income taxes paid and additional federal income taxes 
• 9 paid during the tax year for a prior year. However, 

-; 10 the amount of federal income taxes deducted for the 
11 tax year shall not exceed twenty-two thousand dollars, 
12 except that any additional taxes paid for tax years 
13 ending prior to January 1, 1983 shall not be subject 

3:·', ,14 to the twenty-two thousand dollar limitation. subtract 
15 the amount of federal income tax refunds received 
16 for the tax year to the extent that the federal income 
17 tax was deducted in a previous year. Married persons 
18 who file separately shall be limited to a federal 
19 income tax deduction for federal income taxes paid 
20 during the tax year not to exceed twenty-two thousand 

-," "121 dollars in total for both spouses. The amount of 
22 the federal income tax deduction shall be divided 

"~'. 243 between each spouse by the ratio of federal adjusted 
gross income of each spouse to total federal adjusted 

25 gross income of both spouses unless they can show 
26 that another-method more accurately reflects the 
27 amount of federal income tax to be deducted by each." 

BY DODERER of Johnson 
H-3286 FILED MARCH 17,198) TABOR of Jackson 
dd~ d- ~Z:!" ';1.2 "i'/ J//r(r FtJ3) 

SENATE FILE 386 
H-3287 

1 ~end Senate File 386 as amended, passed and 
2 reprlnted by the Senate, as follows: 
3 _ 1. Page 3, by striking lines 26 through 32 and 
4 lnserting in lieu thereof the words "thousand dollars 
5 for each spouse." 

H-3287 FILED MARCH 17, 1983 
X .-.'-]//f /%2 (,p .. " 0 ) 

v 

BY 11ULLINS of Kossuth 
LAGESCHULTE of Bremer 
CARPENTER of Polk 
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H-3289 
SENATE FILE 386 

1 AMend H-3269 to Senate File 386, as a~ended, 
2 passed and repr in ted by the Senate, as fol101fs: 
3 1. Page 5, bY adding the following nC\i section 
4 after line 11: 
5 "Sec. The prohibition in section 422.16, 
6 sUbsection 11, paragraph e, on the waiver relating to 
7 reasonable cause of the addition to tax for under-
8 payment of the estimated tax payable shall not apply 
9 with regard to the 1982 tax year to farmers and fish-

10 ermenwho have elected not to pay estimated taxes 
11 during the 1982 tax year and the director shall waive 
12 the addition to tax for underpayment of the estimatec 
13 tax payable for the 1982 tax year to April 30, 1983 for 
14 reasonable cause." " 
15 2. By renumbering as necessary. 

H-3289 FILED MARCH 18, 1983 BY HALVORSON of Clayton 
ADOPTED tf 77 7) 

SENATE FILE 386 
H-3291 

1 Amend the Doderer and Ta-b"or amendment, H-3286, 
2 to Senate File 386, as amended, passed, and reprinted 
3 by the senate, as follows: 
4 1. page 1, lines 8 and 9, by striking the words 
5 "and additional federal income taxes paid" and 
6 inserting in lieu thereot: the words "with the federal 
7 return or as a result of an adjustment to a federal 
8 return". 
9 2. page 1, line 12, by inserting after the word 

10 "paid" the words "with the federal return or as a 
11 result of an adjustment to a federal return". 

BY DODERER of Johnson 
H-3291 .FILED MARCH 18, 1983 TABOR of Jackson 
ADOPTED (1' gc') 

SENATE FILE 386 
H-328B 

1 _lImenfi H-1286 to Senate File 386 as amended, passed, 
2 'an<1 reprinted bv the Senate, as follows: 
3 . 1. Page 1, bv strikinq lines 21 through 27 and inserting 
4 J.n lieu thereot" the words: "dollars ror each spouse." 

BY MULLINS of Kossuth 
LAGESCHULTE of Bremer 

H-3288 FILED ~~RCH 18, 1983 CARPENTER of Polk 
LOST ': if· 0:; ) 

v 

---- .. - --. ---- .. --.. --. ----
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SENATE FILE 386 

H- 3307 

1 &~end Senate File 386 as follows: 
2 1. Title page, lines 7 through 9, by striking the 
3 words "reducing the rate of tax on the first thousand 
4 dollars of taxable income for individual taxf?ayers,". 

H-3307 FILED MARCH 18, 1983 BY DODERER of Johnson 
ADOPTED BY UNANIMOUS CONSENT (t!o ?H) 
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SENATE FILE 3B6 
H-3290 
1 Amend the amendment, H-3271, to senate File 386 as 

anended, passed, and reprinted by the Senate, as fol­
lows: 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

1. By striking page 3, line 50 throuqh page 4, line 
14 and inserting in lieu thereo: the following: 

"b. Add the amount of federal inco~e taxes paid 
for the tax year as a result of withholding and 
estimated tax payments. Also add the anount of federal 
inCJme taxes paid and additional federal income taxes 
pa id during the "tax year for a prior year. However, 
the amount of federal income taxes deducted for the 
tax year shall not exceed fifteen thousand dollars, 
except that any additional taxes paid for tax years 
ending prior to January 1, 1983 shall not be subject 
to the fifteen thousand dollar limitation. Subtract 
the aI".ount of federal income tax refunds received for 
the tax year to the extent that the federal income tax 
was deducted in a previous year. Married persons who 
:ile separately shall be limited to a federal income 
tax deduction for federal inco~e taxes paid during the 
tax year not to exceed fifteen thousand dollars for 
each spouse." 

2. Page 6, by inserting after line 1 the follow­
ing new section: 

·Sec. The prohibition in section 422.16, sub-
section ll-,-paragraph e, On the waiver relating to 
reasonable cause of the addition to tax for underpay­
ment of the estimated tax payable shall not apply with 
regard to the 1982 tax year to farmers and fishermen 
who have elected not to pay estimated taxes curing the 
1982 tax year and the director shall waive the addition 
to tax for underpay~ent of the estimated tax payable for 
the 1982 tax year to April 30, 1983 for reasonable 
cause. " 

3. By renumbering as necessary. 

H-3290 FILED MARCH 18, 1983 
ADOPTED (~ 7:i~') 

BY KREWSON of Polk 
McKEAN of Jones 

SENATE FILE 386 
H-3294 

1 Amend the Doderer and Tabor amendment, H-3286, 
2 to Senate File 386, as amended, passed, and reprinted 
3 by the Senate, as follows: 
4 1. Page 1, line 14, by inserting after the period 
5 the words "Any amount of federal taxes paid in a tax 
6 year in excess of twenty-two thousand dollars may 
7 be deducted in any succeeding tax year." 

H-3294 FILED MARCH 18, 1983 BY SCHROEDER of Pottawattamie 
LOST (f ;,3) 



HOUSE AMENDMENT TO SENATE FILE 386 
5-3271 
1 Amend Senate File 386 as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 1. Page 1, by striking lines 25 through 28. 
4 2. Page 3, by striking lines 19 through 32 and 
5 inserting in lieu thereof the following: 
6 "b. Add the amount of federal income taxes paid 
7 for the tax year as a result of withholding and 
8 estimated tax payments. Also add the amount of federal 
9 income taxes paid with the federal return or as a 

10 result of an adjustment to a federal return during 
11 tne tax year for a prior year. However, the amount 
12 of federal income taxes deducted for the tax year 
13 shall not exceed twenty-two thousand dollars, except 
14 that any additional taxes paid with the federal return 
15 or as a result of an adjustment to a federal return 
16 for tax years ending prior to January 1, 1983 shall 
17 not be subject to the twenty-two thousand dollar 
13 limitation. Subtract the amount of federal income 
19 tax refunds received for the tax vear to the extent 
20 that the federal income tax was d~ducted in a previous 
21 year. Harried persons who file separately shall be 
22 limited to a federal income tax deduction for federal 
23 income taxes paid during the tax year not to exceed 
2~ twenty-two thousand dollars in total for both spouses. 
25 The amount of, the federal income tax deduction shall 
26 be divided between each spouse by the ratio of federal 
27 adjusted gross income of each spouse to total federal 
28 adjusted gross income of both spouses unless they 
29 can show that another method more accurately reflects 
30 the amount of federal 'income tax to be deducted by 
31 each." 
32 3. Renumber sections and correct internal 
33 references as necessary in accordance with this 
34 amendment. 
35 4. Title page, iines 7 through 9, by striking 
36 the words "reducing the rate of tax on the first 
37 thousand dollars of taxable inco~e for individual 
38 taxpayers,". 

5-3271 FILED 
i·IARCH 21, 1983 10.2 1 ) 



SENATE 7 
MARCH 28, 1983 

REQUESTED BY SENATOR PALMER 

SE~ATE FILE 386 
FISCAL NOTE 

In compliance with a written request there is hereby submitted a 
Fiscal Note for Amendment 5-3271 to Senate File 386 pursuant to 
Joint Rule 17. 
A~endment S-3271 to Senate File 386 (Senate File 386 as passed by the 
House) makes the following changes to Senate File 386: 

Senate File 386 
fiscal e:fect: 

, 

Retains .5% tax on the 
first $1,000 of taxable 
income for individual In­
come tax filers. 

Changes federal deducti­
bility limit from $27,000 
to $22,000; application of 
provision on a cash basis 
rather than accrual; prior 
years deductions are not in 
the $22,000 ceiling for tax 
years ending prior to Jan­
uary I, 1983. 

Total Effect of Amendments 

Total Effect of Senate 
File 386, as amended by 
the House 

FILED: 
lo1ARCH 25, 1983 

FY 1983 
$ 0.5 M 

~~~);~g~~ 

FY 1984 
$ 28.4 M 
increase 
===~===:::: 

FY 1985 
$ 23.7 M 
increase 
=~==;=== 

Chanqe :rom Senate File 386 
FY 1983 FY 1984 FY 1985 

o 

o 

o 
=======:= 

$ 0.5 M 
decrease ====::::=;;;:::; 

$ 7.5 M 
increase 

$ 14.0 M 
aecrease 
$ 6.5 11 
decrease 
==~:::~;.;;;= 

$ 21.9 M 
increase 
==::;:::.==== 

$ 8.0 M 
increase 

$ 4.0 M 
increase 
S 12.0 ,'1 
increase 
.:=.-======= 

$ 35.7 M 
increase 
======:;;= 

(1574.X02, 83-454, CMG) 

BY LEGISLATIVE FISCAL BUREAU 
DENNIS C. PROUTY, DIRECTOR 

• 

• 
-------------
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SENATE FILE 386 
AS AMENDED BY CONFERENCE COMMITTEE 

FISCAL NOTE 
REQUESTED BY REPRESENTATIVE DODERER 

In compliance with a written request received Aoril II, 1983, 
there is hereby submitted a Fiscal Note for Senate File 386, as 
amended bv Conference Committee pursuant to Joint Rule 17. Background 
inf.ormation used in developing this Fiscal Note is available from the 
Legislative Fiscal Bureau, to members of the Legislature upon request. 

Senate File 386, as amended by Conference Committee, has the ::ollowing 
provisions: 

Senate File 386 
(Senate Version) 

Amended Sections: 

FY 1983 
$ 0.5 M 
decrease 
:::.;=~:::::===== 

FY 1984 
S 28.4 H 
increase ======== 

FY 1985 
$23. 7 M 

~Q~~~gg~ 

Sec. 3, S.P. 386: Reduces the taxes due on the first $1,000 of taxable 
income from one-half of one percent to zero percent for individual 
income tax filers. 

Amendment Provision: Reduces the taxes due on the first $500 of tax­
able income from one-half of one percent to zero percent. (Chanqes 
current law 0.5% tax bracket from $0-1,000 to S501-1,OOO). 

FY 1983 FY 1984 FY 1985 

S.F. 386 effect $ 0.0 $ 7.5 M $ 8.0 M 
decrease decrease 

Amendment effect $ 0.0 $ 3. 2 M $ 3.4 M 
decrease decrease 

Fiscal change to S.F. 386 $ 0.0 $ 4.3 H $ 4.6 H 
increase increase ======:::.;== =====::::=== ========= 

Sec. 7, 9. S.F. 386: Limits to $27,000 the amount of federal income 
taxes deductible for purposes of determining Iowa income taxes. The 
amount of taxes actually paid or refunds received would not be used to 
determine a current year's federal tax deduction. Any federal tax pay­
ments or refunds made Or received after January I, 1983 would not be 
considered when computing the Iowa federal deduction except to the ex­
tent that they reflect the 1983 federal tax liability. 

Amendment Provision: Changes the federal deductibilitv limit from 
$27,000 to $25,000. Application of the provision is on a cash basis 
rather than an accrual. Prior year's deductions are not in the 
$25,000 ceiling for tax years ending prior to January I, 1983. 

-1-
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FISCAL NOTE, SENATE FILE 386, as amended by conference committe(' • Page Two FY 1983 FY 1984 FY 1985 

S.F. 386 effect 

Amendment effect 

Fiscal change to S.F. 386 

FISCAL SUMMARY: 

Total Effect of Amendment 

Total Effect of S.P. 386, 
As Amended 

Source: Dept. of Revenue 
FILED APRIL 12, 1983 

$ 0.0 $ 21. 5 101 
increase 

S 0.0 $ 5.5 101 
increase 

$ 0.0 $ 16.0 101 
der.t"ease 

=~======= ====~=== 

FY 1983 FY 1984 

S 0.0 S 11.7 101 
decrease 

======:::== ;;::=====~= 

S 0.5 M S 16.7 101 

~~~lO~gg~ increase 
=====~-= 

{l574.lC, 

BY DENNIS PROUTY, FISCAL 

$ 14.0 101 
increase 

$ 16.0 101 
increase 

S 2.0 M 

1~~~~~H1~ 

FY 1985 

S 6.6 M 
increase 
=:;;::====== 

S 30.3 M 
increase ======== 

83-475, C101~ 

DIRECTOR W 



SENATE 24 
APRIL 13, 1983 

j/ 
REPORT OF THEACONFERENCE COMMITTEE 

ON SENATE FILE 386 

To the President of the Senate and the Speaker of the House 

of Representatives: 

We, the undersigned members of the conference committee 

appointed to resolve the differences between the Senate and 

the House of Representatives on Senate File 386, a bill for 

an Act relating to taxation by updating references to the 

Internal Revenue Code for individual and corporate income 

tax, franchise tax and inheritance tax, ,providing for an 

increase in the minimum tax, increasing the individual income 

tax credit for child and dependent care expenses, providing 

an income tax credit for an increase in qualified research 

expenditures in this state, reducing the rate of tax on the 

first thousand dollars of taxable income for individual 

taxpayers, limiting the amount of federal income taxes 

deductible for purposes of determining Iowa income taxes, 

increasing medical and drug deductions, increasing the 

exclusion for unemployment compensation, providing an 

individual income tax credit for expenditures for a solar 

domestic hot water system for use in a principal residence, 

and making the Act retroactive, respectfully make the following 

report: 

1. That the House recede from its amendment, S-3271, to 

Senate File 386, as amended, passed, and reprinted by the 

Senate. 

2. That Senate File 386, as amended, passed, and reprinted 

by the Senate, be amended as follows: 

1. Page 1, by striking lines 25 through 28 and inserting 

in lieu thereof the following: 

"Sec. 3. Section 422.5, subsection 1, Code 1983, is amended 

to read as follows: 
SENATE FILE 386 - CONFERENCE COI~~ITTEE REPORT - PAGE 2 

1. On the first efte-~eaRft five hundred dollars of tax­

able income, or any part thereof, eRe-Ra~£-e£-efte zero per­

cent. 

Sec. 3a. section 422.5, Code 1983, LS amended by inserting 

after subsection 1 the following new subsection: 



tal\.able income, or any part thereof, one-half of one percent." 

2. Page 3, by striking lines 19 through 32 and inserting 

in lieu thereof the following: 

"b. Add the amount of federal income tal\.es paid for the 

tal\. year as a result of withholding and estimated tax payments. 

Also add the amount of federal income taxes paid with the 

federal return or as a result of an adjustment to a federal 

return during the tax year for a prior year. However, the 

amount of federal income taxes deducted for the tax year shall 

not exceed twenty-five thousand dollars, el\.cept that any 

additional taxes paid with the federal return or as a result 

of an adjustment to a federal return for tax years ending 

prior to January 1, 1983 shall not be subject to the twenty­

five thousand dollar limitation. Subtract the amount of 

federal income tax refunds received for the tax year to the 

extent that the federal income tax was deducted in a pre­

vious year. Married persons who file separately shall be 

limited to a federal income tax deduction for federal income 

taxes paid during the tax year not to exceed twenty-five 

thOusand dollars in total for both spouses. The amount of 

the federal income tax deduction shall be divided between 

each spouse by the ratio of federal adjusted gross income 

of each spouse to total federal adjusted gross income of both 

spouses unless they can show that another method more ac­

curately reflects the amount of federal income tax to be de­

ducted by each." 

3. Page 8, line 16, by inserting after the figure "3," 

the figure "3a,". 

4. Renumber sections and correct internal references as 

necessary in accordance with this amendment. 

PAGE 3 

5. Amend the title, line 8, by striking the word 
"thousand" and inserting' 1 . • ln ~eu thereof the words "five 
hundred". 

ON THE PART OF THE SENATE: 

WILLIAM D. PALMER, CHAIR 
CHII.RLES H. BRUNER 
ARTHUR A. SMALL, JR. 

FILED: APRIL 12, 1983 

ON THE PART OF THE HOUSE: 

MINNETTE F. OODERF.R, CHAIR e 
RALPH ROSENBERG 
DAVID M. TABOR '.7 ,J J. I- (,; )" 

~ /?~ "I' E""""'- (~/3 SI'7'jij t /~ /<> 



FINAL CLIP SHEET, MAY 1983 
Page Five 

SENATE FILE 386 
AS ~~ENDED BY CONFERENCE COMMITTEE REPORT 

REQUESTED BY REPRESENTATIVE DODERER 

In compliance with 8 written request received Hay 14, 1983, there is hereby 
~ubmttted a Fiscal Note for Senate File 386, as amended by Conference Committee 
pursuant to Joint Rule 17. Background information used in developing this Fiscal 
Note ig available from the Legislative Fiscal Bureau, to members of the Legislature 
upon request. 

Senate File 386, 3S amended by Conference Committee, has the following provisions: 

Amended Sections: 
Sec. 2, II, S.F. 386: Those sections providing a credit for individuals for quali­
fying expenditures incurred for the installation of solar domestic hot water are 
deleted. 

Sec. 3, S.F. 386: That section reducing the taxes due on the first $1,000 of taxable 
income from one-half of one percent to zero percent for individual income tax filers 
is deleted. 

Sec. 4, 14, 16, S.F. 386: The sections increasing the state minimum tax from 25 
percent to SO percent is changed to increase the state minimum tax from 25 percent 
to 70 percent. 

Sec. 5, II, IS, S.F. 386: The effective date for those sections providing a credit .a for incre3sing research activities within the state is changed to begin one year 
.~later (January I. 1985). 

Sec. 6, S.F. 386: The section retaining taxes due on taxing unemployment compen­
sation at its basis prior to the Tax Equity and Fiscal Responsibility Act of 1982 is 
kept for the 1982 tax year and deleted for those tax years beginning on or after 
1983, payable In 1984, effectively coupling with federal provisions as of January I, 
1983. 

Sec. 7. 9, S.F. 386: Those sections relating to limiting the federal income taxeS 
deductible for purposes of the Iowa income taxes are deleted. 

Sec. 8, 10, S.F. 386: Those sections retaining the medical deductions at three per­
cent of the federal adjusted gross income are deleted. with the effect of coupling 
with the federal provision changing the medical deduction to five per~ent of the 
federal adjusted gross in~ome. 

Sec. 12, S.F. 386: The section increasing the percentage of child and dependent 
care expenses which can be claimed as a tax credit is changed from increasing from a 
credit of five percent to six per~ent to increasing from a credit of five percent to 
ten percen t. 

Sec. 20, S.F. 386: The publication clause is deleted. 

New Provision: 
t-in-kind 

Provides that agri~ultural commodities re~eived 

program be treated as if grown by the taxpayer. 

-1-
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FISCAL NOTE, SENATE FILE 386 
Page Tv/O 

New Provision: Provides that those individuals claiming extra credits on their 
state withholding tax forms meet the same requirements as federal law. 

New Provision: Removes the deduction on the state individual income tax return for 
political contributions up to $100 for singles and $200 for married couples filing a 
joint return and provides for a credit equal to 5 percent of the first $100 for sin­
gles or $200 for married couples filing jointly. 

New Provision: Subtracts the amounts included in current Iowa l?w as income relat­
ing to sale-leaseback agreements under the safe-harbor provisions, thus providing 
that income received under these provisions shall not be included for state income 
tal( purposes. This provision is retroactive to January 1. 1981 for tax yellrs begin­
ning on or after that date. 

New Provision: Provides that the Department of Revenue conduct a study of alterna­
tive forms of minimum taxes. with a report to the General Assembly by January 15, 
1984. 

FISCAL Il1PACT: 

Senate File 386 
(Senate Version) 

Provision Changes/Additions: 

Solar Hot Water Credi~ 

1st $1.000 change 

Minimum Tax 

- Research Credit 

Unemployment Compensation 

- Federal Deductibility 

- Medical Deduction 

- Child Care Credit 

- PIK treatment 

- Withholding credits 

- Credit for political 
contributions 

- Sale-leaseback 

Total Changes 

Total Conference Committee Report 

(1574.2C. 83-519. CMG) 

FILED MAY 14, 1983 

FY 1984 FY 1985 

$ • 1 M increase $ • 1 M increase 

7.5 M increase 8.0 M increase 

3.0 M increase 2.6 M increase 

l.OM increase 1.0 M increase 

l.5M increase l.5M increase 

2l.5 M decrease 14.0 M decrease 

8.0 M increase 5.5 M increase 

2.0 M decrease 2.0 M decrease 

unknown unknown 

none none 

unknown unknown 

unknown reduction unknown reduction 

~ 2.7 M increase 
-=~~~==~~==~==--. 

BY DENNIS PROUTY, FISCAL DIRECTOR 
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SENATE ,13 

.... MAY 14, 1983 FINAL ADJOURNMENT 

REPORT OF THE SECOND CONFERENCE COMMITTEE 
ON SENATE FILE 386 

To the President pf the Senate and the Speaker of the House 
of Representatives: 

We, the undersigned members of the second conference 
committee appointed to resolve the differences between the 
Senate and the House of Representatives on Senate File 386, 
a bill for an Act relating to taxation by updating references 
to the Internal Revenue Code for individual and corporate 
income tax, franchise tax and inheritance tax, providing for 
an increase in the minimum tax, increasing the individual 
income tax credit for child and dependent care expenses, 
providing an income tax credit for an increase in qualified 
research expenditures in this state, reducing the rate of 
tax on the first thousand dollars of taxable income for 
individual taxpayers, limiting the amount of federal income 
taxes deductible for purposes of determining Iowa income 
taxes, increasing medical and drug deductions, increasing 
the exclusion for unemployment compensation, providing an 
individual income tax credit for expenditures for a solar 
domestic hot water system for use in a principal residence, 
and making the Act retroactive, respectfully make the following 
report: 

". . . 
1. That the House recede from its amendment, S-3271, to 
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CONFERENCE COMMITTEE REPORT ON SENATE FILE 386 - PAGE 2 

Senate File 386, as amended, passed, and reprinted by the 

Senate. 

2. That Senate File 386, as amended, passed, and reprinted 

by the Senate, be amended as follows: 

1. By striking everything after the enacting clause and 

inserting in lieu thereof the following: 

"Section 1. section 422.4, subsection 17, Code 1983, is 

amended to read as follows: 

17. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 

~7-~98a 14, 1983. 

Sec. 2. Section 422.4, Code 1983, is amended by adding 

the following new subsection: 

NEW SUBSECTION. 19. For purposes of section 422.4, sub­

section 17, the Internal Revenue Code of 1954 shall be 

interpreted to include the provisions of Pub. L. No. 98-4. 

Sec. 3. Section 422.5, unnumbered paragraph 10, Code 1983, 

is amended to read as follows: 

In addition to all taxes imposed under this division, there 

1S imposed upon every resident and nonresident, including 

resident and nonresident estates and trusts, of this state 

a state minimum tax for tax preference items equal to EweREy­

!~ve seventy percent of the state's apportioned share of the 

federal minimum tax. The state's apportioned share of the 

federal minimum tax is one hundred percent in the case of 

a resident and in the case of a nonresident a percent equal 

to the ratio of the federal minimum tax on preferences 

attributabl.e to Iowa to the federal minimum tax on all 

preferences. The director. shall prescribe rules for j:he 

determination of-the amount of the' federal minimuin tax on 

preference items attributable to Iowa which shall be based 

as much as equitably possible on the allocation provisions 

of section 422.8, subsections 2 and 3. For purposes of this 

paragraph, "federal minimum tax" means the federal minimum 

tax for tax preferences computed under sections 55 to 58 of 

the Internal Revenue Code of 1954 for the tax year. 

-2-
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Sec. 4. section 422.6, unnumbered paragraph I, Code 1983, 

1S amended to read as follows: 

The tax imposed by section 422.5 and credit for increasing 

research activities granted under section 422.10 shall apply 
to and become a charge against estates and trusts with respect 

to their taxable income, and the rates shall be the same as 
those applicable to individuals. The fiduciary shall be 
responsible for making the return of income for the estate 
or trust for which fie the fiduciary acts, whether SHea the 

income Be is taxable to the estate or trust or to the 
beneficiaries thereon. 

Sec. 5. Section 422.7, subsection 16, Code 1983, 1S amended 
to read as follows: 

16. Add the amounts deducted and subtract the amounts 
included as income as a result of the treatment provided sale­
leaseback agreements under section 168(f)(8) of the Internal 

Revenue Code of 1954 to the extent that the amounts deducted 

and the amounts included in income are not otherwise deductible 
or included in income under ~e-~~evisieH9-ef the Internal 

Revenue Code of 1954. Entitlement to depreciation on any 

property included in a sale-leaseback agreement shall be 

determined under the Internal Revenue Code of 1954, excluding 

section 168(f)(8) in making the determination. 

Sec. 6. Section 422.7, Code 1983, is amended by adding 
the following new subsection: 

NEW SUBSECTION. 17. Subtract the amount of unemployment 

compensation to be included in Iowa net income for any tax 

year. Add back the amount of unemployment compensation 

computed under section 85 of the Internal Revenue Code of 

1954, as amended up to and including December 31, 1981. This 
subsection is effective only for the tax year beginning on 

or after January I, 1982 and before December 31, 1982. 

Sec. 7. section 422.9, subsection 2, paragraph c, Code 
1983, is amended by striking the paragraph. 

Sec. 8. Chapter 422, Code 1983, is amended by inserting 
after section 422.9 the following new section: 

-3-



;:Jbl"'l"l..l.J.;.. ..I.. ~ 

'~MAY 14, 1983 FINAL ADJOURNMENT 
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NEW SECTION. 422.10 RESEARCH ACTIVITIES CREDIT. The 

taxes imposed under this division shall be reduced by a state 

tax credit for increasing research activities in this state. 

For individuals, the credit shall equal six and one-half 
percent of the state's apportioned share of the qualifying 
expenditures for increasing research activities. The state's 
apportioned share of the qualifying expenditures for increasing 
research activities is a percent equal to the ratio of 

qualified research expenditures in this state to total 

qualified research expenditures. For purposes of this section, 

an individual may claim a research credit for qualifying 

research expenditures incurred by a partnership, subchapter 
S corporation, and estate or trust 
taxed directly to the individual. 

electing to have the income 
The amount claimed by the 

individual shall be based upon the pro rata share of the 
individual's earnings of a partnership, subchapter 5 

corporation, or estate or trust. For purposes of this section, 

"qualifying expenditures for increasing research activities" 

means the qualifying expenditures as defined for the federal 

credit for increasing research activities computed under 

section 44F of the Internal Revenue Code of 1954, as amended 
to and including January 1, 1983. 

Any credit in excess of the tax liability less personal 

exemption and child care credits provided in section 422.12 
for the taxable year shall be refunded with interest computed 

under section 422.25. In lieu of claiming a refund, a taxpayer 

may elect to have the overpayment shown on the taxpayer's 

final, completed return credited to the tax liability for 
the following taxable year. 

Sec. 9. Section 422.12, subsection 2, Code 1983, is amended 
to read as follows: 

2. A child and dependent care credit equal to f~ye ten 

percent of the qualifying employment-related expenses and 
subject to the same limitations provided by section 44A of 
the Internal Revenue Code of 1954. 

Married taxpayers electing to file separate returns or 

-4-
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filing separately on a combined return must allocate the child 

and dependent care credit to each spouse in the proportion 
that h~s-e~-he£ each spouse's respective net income bears 

to the total combined net income. Taxpayers affected by the 

allocation provisions of section 422.8 shall be permitted 

a deduction for the credit only in s~eh the amount as ~s 
fairly and equitably allocable to Iowa under rules prescribed 
by the director. 

Sec. 10. section 422.12, Code 1983, is amended by insert­
ing after subsection 2 the following new subsection and 
renumbering the remaining subsection: 

NEW SUBSECTION. 3. A political contributions credit equal 
to five percent of the first one hundred dollars donated as 

a political contribution as defined in section 41(c) of the 

Internal Revenue Code of 1954. In the case of a married 

couple filing a joint return, a political contributions credit 

equal to five percent of the first two hundred dollars donated 
shall be allowed. 

Sec. 11. Section 422.16, subsection 1, Code 1983, ~s 

amended to read as follows: 

1. Every withholding agent as defined herein and every 

employer as defined herein and further defined in the Internal 
Revenue Code of 1954, as amended, with respect to income tax 

collected at source, making payment of wages as defined herein 

to either a resident employee or employees, or a nonresident 
employee or employees, working in Iowa, shall deduct and 

withhold from such wages an amount which will approximate 
the employee's annual tax liability on a calendar year basis, 

calculated on the basis of tables to be prepared by the 
department and schedules or percentage rates, based on such 
wages, to be prescribed by the department. Every employee 

or other person shall declare to such employer or withholding 

agent the number of his personal exemptions and dependency 

exemptions or credits to be used in applying such tables and 

schedules or percentage rates, provided that no more such 

personal or dependency exemptions or credits may be declared 

-5-
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by such employee or other person than the number to which 

he is entitled except as allowed under section 3204(m)ill 

of the Internal Revenue Code of 1954. Such claiming of such 

exemptions or credits in excess of entitlement shall constitute 

a misdemeanor. 

Sec. 12. Section 422.32, subsection 4, Code 1983, is 
amended to read as follows: 

4. "Internal Revenue Code of 1954" means the Internal 
Revenue Code of 1954, as amended to and including January 
l,-i98il 14, 1983. 

Sec. 13. section 422.32, Code 1983, 1S amended by adding 

the following new subsection: 

NEW SUBSECTION. 12. For purposes of section 422.32, sub­
section 4, the Internal Revenue Code of 1954 shall be inter­

preted to include the provisions of Pub. L. No. 98-4. 

Sec. 14. S~ction 422.33, subsection 4. Code 1983, 1S 
amended to read as follows: 

4. In addition to all taxes imposed under this division. 
there is imposed upon each corporation doing business within 
the state a state minimum tax for tax preference equal to 

~weR~y-~~ve seventy percent of the state's apportioned share 

of the federal minimum tax. The state's apportioned share 

of the federal minimum tax 1S a percent equal to the ratio 

of the federal minimum tax on preferences attributable to 
Iowa to the federal minimum tax on all preferences. The 
director shall prescribe rules for the determination of the 
amount of the federal minimum tax on preferences attributable 
to Iowa which shall be based as much as equitably possible 

-
on the allocation and apportionment provisions of SUbsections 

2 and 3. For purposes of this subsection, "federal minimum 
tax" means the federal minimum tax for tax preferences computed 

under sections 55 to 58 of the Internal Revenue Code of 1954 
for the tax year. 

Sec. 15. Section 422.33, Code 1983, is amended by adding 
the following new subsection: 

NEW SUBSECTION. 5. The taxes imposed under this division 

-6-
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• 

shall be reduced by a state tax credit for increasing research 

activities in this state equal to six and one-half percent 
of the state's apportion~d share of the qualifying expenditures 
for increasing research activities, The state's apportioned 

share of the qualifying expenditures for increasing research 

activities is a percent equal to the ratio of qualified 

research expenditures in this state to the total qualified 
research expenditures. For purposes of this subsection, 

"qualifying expenditures for increasing research activities" 

means the qualifying expenditures as defined for the federal 
credit for increasing research activities computed under 
section 44F of the Internal Revenue Code of 1954, as amended 

to and including January 1, 1983. 
Any credit in excess of the tax liability for the taxable 

year shall be refunded with interest computed under section 

422.25. In lieu of claiming a refund, a taxpayer may elect 

to have the overpayment shown on its final, completed return 

credited to the tax liability for the following taxable year . 

Sec. 16. section 422.35, subsection 8, Code 1983, is 

amended to read as follows: 
8. Add the amounts deducted and subtract the amounts 

included in income as a result of the treatment provided sale­
leaseback agreements under section 168(f)(8) of the Internal 

Revenue Code of 1954 to the extent that the amounts deducted 
and the amounts included in income are not otherwise deductible 

or included in income under the other provisions of the 

Internal Revenue Code of 1954. Entitlement to depreciation 

on any property involved in a sale-leaseback agreement shall 

be determined under the Internal Revenue Code of 1954, 
excluding section 168(f)(8) in making the determination, 

Sec. 17. Section 422.60, unnumbered paragraph 2, Code 
1983, is amended to read as follows: 

In addition to all taxes imposed under this division, there 

is imposed upon each financial institution doing business 

within the state a state minimum tax for tax preference items 

equal to ~weft~y-f~ve seventy percent of the state's apportioned 

-7-
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share of the federal mlillmum tax. The state's ~pporlioned 
share of the federal minimum tax is a percent equal to the 
ratio of the federal minimum tax on preferences attributable 

to Iowa to the federal minimum tax on all preferences. The 
director shall prescribe rules for the determination of the 

amount of the federal minimum tax on preferences attributable 
to Iowa which shall be based as much as equitably possible 

on the allocation and apportionment provisions of section 
422.63. For purposes of this subsection, "federal minimum 

• 

tax" means the federal minimum tax for tax preferences computed 
and paid or payable under sections 55 to 58 of the Internal 

Revenue Code of 1954,-as-affleRaea-Ee-aRa-~He*~a~H~-JaR~a~y 
i,-H82. 

Sec. 18. Section 450B.l, Code 1983, is amended by adding 

the following new subsection: 
NEW SUBSECTION. 4. For purposes of section 450B.l, sub­

section 1, the Internal Revenue Code of 1954 shall be inter­

preted to include the provisions of Pub. L. No. 98-4. 
Sec. 19. The prohibition in section 422.16, subsection 

11, paragraph e, on the waiver relating to reasonable cause 
of the addition to tax for underpayment of the estimated tax 
payable shall not apply with regard to the 1982 tax year to 

farmers and fishermen who have elected not to .pay estimated 

taxes during the 1982 tax year and the director shall waive 
the addition to tax for underpayment of the estimated tax 

payable for the 1982 tax year to April 30, 1983 for reasonable 

cause. 

Sec. 20. During the 1983 legislative interim, the 
department of revenue shall study the tax incidence and tax 
impact of the existing state minimum tax, using tax information 
from minimum tax filings with the state and other available 

tax information. The department shall also estimate the tax 

incidence, tax impact, and tax effect of alternative methods 

for determining a state minimum tax, including the development 

of a state minimum tax paralleling the federal minimum tax 

but using the Iowa net income as the initial tax base, adding 

-8-
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tax preference items from the federal minimum tax. deducting 

federal taxes and general and specified itemized deduction 
from the federal tax. and establishing a rate of eight. nine 

or ten percent on the resulting income. comparing that with 
the Iowa regular taxable income to determine the state minimum 
tax. The department of revenue shall report the result of 
this study to the General Assembly by January 15._ 1984. 

Sec. 21. Sections 1. 6. and 12 are retroactive to January 
1. 1982 for tax years beginning on or after January 1. 1982. 
These sections shall also be applicable for tax years beginning 

prior to January 1. 1982 where the Internal Revenue Code of 

1954. as amended up to and including January 14. 1983. provides 
for certain inclusions or exclusions in computing federal 

taxable income for a tax year beginning prior to January 1. 
1982. 

Sec. 22. Sections 3. 7. 9. 10, 14, and 17 .are retroactive 
to January 1, 1983 for tax years beginning on or after January 
1, 1983. 

• 
Sec. 23. 

years ending 

be applicable 

Sections 2, 13, and IS are retroactive to tax 

after December 31, 1982. The sections shall 

for tax years ending after December 

but only with respect to commodities received for 
crop year. 

31. 
the 

1982. 

1983 

Sec. 24. 

1. 1981 for 
1981. 

Sections 5 and 16 are retroactive to January 
the tax years beginning on or after January 1. 

Sec. 25. Sections 4, 8. and 15 are effective January 1. 

1985 for tax years beginning on or after January 1. 1985." 

2. Amend the title. by striking all of the title after 

the word "Act" in line 1 and inserting in lieu thereof the 

words "relating to taxation by updating references to the 
Internal Revenue Code for individual and corporate income 

tax. franchise tax and inheritance tax. providing for an 
increase in the minimum tax. increasing the individual income 

tax credit for child and dependent care expenses. providing 

an income tax credit for an increase in qualified research 

-9-
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expenditures in this state, providing a temporary provision 

on unemployment compensation, and making the Act retroactive." 

ON 'rHE PART OF TIlE SENATE: 

I-IILLIAH D. PALMER, CHAIR 
CHARLES H. BRUNER 
HICK LURA 
ARTHUR A. S~\LL, JR. 

FILED: May 14, 1983 
SENATE ADOPTED (t·1770) 
~ 6 .e. ... ~ .rJ4- /4 2:13) r --- v 

ON THE PART OF THE HOUSE: 

MINNETTE F. DODERER, CHAIR 
DOROTHY F. CARPENTER 
RALPH ROSENBERG 
HUGO SCHNEKLOTH 
DAVID H. TABOR 



-
SENATE rI u: 396 

AN ACT 

RELATING TO TAXATION BY UPDATrrm REFE~C':S TO TIm INTERNAL 

REVENUE CODB FOR INDIVIDUAL AND CORPORATE INCOME TAX, 

fo1~CHISH TAX ANU INHERITANCE TAX, PROVIDING FOR AN IN~ 

CREASl:: IN TIlE MINIMUM 'rAX, INCREASING THE INDIVIDUAL 

I NCOMF. TAX CREDIT POl< eHlU) AND DEPENDEUT CARE EXPENSES. 

PROVIDING AU INCOME TAX CIU:DIT FOR AN INCIU::ASE IN QUALI­

FIED RESEARCH HXf'RNDlTURES IN TIHS s'rATE, PROVIDING A 

TKMPORARY PROVISION ON UNENPLOYMDU COMPENSATION. ANU 

l-lAKING THE ACT kl::1'I<:OACT1VE. 

BE 1'1' ENACTED BY THF. GENERAL ASSEMBLY OF THE STATF. OF IOWA: 

Sectlon 1. Section 422.4, subsection 17, Code 1983, is 

amended to read as follow,;: 

17. 1']nteu)lJ,l Revenue Code of 1954" means the Intel"nal 

Revenue Code< of 1954, as amended to and including January 

h-1Q9fl 14L l_~~ .. 

Sec. 2. Section 422.4, Code 1983, is amended by adding 

the following ne .. subsection: 

!!.f!!i_?!lBSF.CTION. 19. For purposes of section 122.4, sub­

section 17, the Int.et'liul Revenue Code of 19!;,4 shall be 

1 n Leq)J'eted 

Sec. 3. 

to include t.he provislonli of Pub. I.. No. 98-4. 

Section 422.5, unnUi.lbered paragraph 10, Code 19B3. 

IS amended to read as follow~: 

In addition to <:!Ill taxel> imposed under thlS ciivigion. there 

1$ ilt'posed upon every resident and nOJll·csident. lncludlng 

resldeflt. ,lnd nom:esident est:,ll~er,. and tt'ust::;, of this state 

<1 $t:at~ InlnH.:.um tax for tax prefercnct: items equal t..o \W6ft\y­

itve ~~v_~!:!'!y perc:ent of the stat€"! I s .lpportioned :share 01 the 

fp.deral r'llIl.lt:'.Utl!: taX. The state's appot'tloncd shcU"e 01 the 

iedel'al mllll.r,um t.ax is one hundred percent 1n the case of 
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do resident. and in t~he Cilse of a nonresident it ptl'Jrcent equal 

to the ratio of t.he federal minimulU tall. on preferences 

attributable 1.0 10"" to the fedt~ral minimum tall. on all 

preferences. 'tlu, dit'cctor shall prescribe l"ules for the 

determinatlon of the amount of the federal mininll.un tax on 

prefcnmce items <It.trib\tt.a.ble to Iowa .. hich shall be based 

<1S much as equitably possible on the dllocat.ion prOVisions 

of section 422.8, subsections 2 and 3, For purposes of this 

pardgJ·,1ph. "federal minimum tax" means tho federal mllnmum 

t.ax fot· tax. pl·cferences computed undet· section!:> 55 to 58 of 

thE: Int.ernal Revenue Code of 1<J!:>4 for the tax year. 

Sec. 4, SecLion 4:)2.6, unnwnbet·ed pal'agraph 1. Code 1<)83, 

1 S amended to re,ld as foIl o,",s : 

The tax imposed by sectlOn 422.5 and c.!.!~j..t for inc.rtJ:asinq 

researc~L-':l.ctivitieo 9t·a)~_~d under section 422.:.:!'Q: shall apply 

to and become a charge against estates and trusts .. ith respect 

to tJI(~il' t<lxable income, and the rates Hhall be the same as 

those applicable to individuals. The fiduciary ::;hall be 

reBl'o)lsible fot· making t.ht! return of inco:-ne for the estate 

01' trust for .... hich he the .!i.g~I£~.~.E1 ,lCtS, whethet· EI"deh the. 

income h@ is taxable to the estate or truut or to the 

benchclat'ies thereon. 

Sec, 5. Section 422.", subsectlon 16, Code 19B3. if> amended 

to ,·cad as follo .. s: 

lb. Add Lhe ,lmounts deducted ~!l.~ .. ~~.~_~·~ct th~_ amount.§: 

'!'!lclu1.!:.9_as lnco~~ as a result ()f the treatll'lent providcd gale­

leaseback agree;nentr. under sectlon 16B{ f·) (8) of t.he Intern"l 

Revenue Code of 1954 t.o the ext.ent. t.hat. t.he amounts deducted 

!I.I"!.,d the amounts ~~c:lud(!d in lncome cl:re n~.l_othey .... i_se deducti~!e 

2.!....it]~~_l!~~ .. _~!!... inc~m.(! undet '=.he-pP8¥t.8t.8fte-&.f the Intern,ll 

Revcnue Code of 1%4. F.ntitlement to dep~·_~ci.a.~io_t'!'.Q~ 

p.f9'per~1_2!~~1~ded _~n .<!_!..<:!I_~ __ .!e~lseb'l£i!_.!!.9..!:.!:..~)!lcnt 8hdl LE~ 

dcternined \Inde[· ___ the lnt'Hn,ll Rev~nue Code . ..2..!· P?~.1...r.~c:~.~-:t!..1}Sl 

'3ec;_t.l~r_\ .. !_~~_(.~H_~l..jn _a:'~.kin9. Hie .:-1~t~.1:~J.nation. 

rn 
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Sec. 6. Section 422.7, Code 1983, is amended by adding 

the follo .... ing new subsection: 

NEW SUBSECTION. J·l. Subtract t.he amount of unetnploynent 

compensation to be included in Iowa net income for .. my tax 

year. Add back the amount of unemployment compensatlon 

computed under section 85 of. th~~ Internal Revenue Code of 

1954. as amended up t.o and including ()ecemher 31, 1901. This 

subsection is dffective only f'or the tax yeal' beginning on 

or after January 1, 1982 and before Docember 31. 19B2. 

Sec. 7. Section 422.9, subsp.ction 2, p<:H'ag'l:aph c, Code 

1983, is atn~nded by striking the paragnlph. 

Sec. S. Chapter 422, Code 19B3. i~ .. unended by inserting 

after section 422.9 the followltH~ ne.., sectlon: 

NEW SEC~:lON. 422.10 RESEARCH ACT1VIl'If.S CREDIT. The 

taxes it,,"posed undet· this division shall be I' educed by a state 

tax credit for itlcreas.ing resean:h ,1ctivities ill this !>tatE:. 

For lndividuals, the credit shall equal S.1X and one-half 

percent of' t.he otate's apportioned sharc of the qUalifying 

expenditul'eo for increasing resoiHch a .. tivltitl&. The state's 

apportioned sh,ll'e of t.he qualifying exp~nditut'es for increasing 

re5ean:h activities is (\ percent. oqual to t.he 1'<11:io of 

qualified l"tlSeal'ch expenditut'es in this state to total 

qualifip.d rE:1>eurch expenditureI:'. For put'poses of this !>ection. 

;HI individual may clain .1 t'esearch credit. f01' quallfyinq 

ref..earch expendl tunlS incurred by a partnen;)up. sllbchapt.et 

S corporatIon, and estate or trust 

t.axed dil"tlctly to the individual. 

Illdividual shall be b(\sed upon the 

electlng to have the lncome 

Th~ amount claiclOd by thE: 

pro l'at,l share of the 

individual'::; earning!; of a paJ·tnership. ~ubchi"lpter S 

corpol·at.loo, or estate C)l" trust. FOI' put'po!iee of t.hu; sect lOll. 

"qualifying expenditur~5 for increaf~ing research activ1tlcs" 

means l.he qualifyulg expendItures a~ defined fot the {'cder,ll 

credi 1. fOl' InCI'eas ing reseal'ch .lct i vi ties corr.put.ed undtn' 

!>ection 44F of the int.erllal Revenue Code of 1954, ab dlUended 

to and including ,January 1, 1QS3. 

• 
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Any credit in exceES of the tax. li.1bi1ity less personal 

exemption and child care credits pJ'ovidod in section 422.12 

for the tllltllble yeal' shall be l'efunded ..,it.h inte;rest. computed 

under sectlon 122.1!~. In li~lu of claining do ref.und. a taxp,lyer 

~ay elect to have the overpayment sho\oln on the taxpayer's 

filial, cOlI.lpleted return credi.ted to the t.ax liability for 

the following taxable ye.lr. 

Sec. 9. Section 422.12, subsectlon 2, Code 1983, is amended 

to redd as follo .... s: 

2. A child and devcnd~!nt c,ne cI'edit equdl t.o h..-e !-_~!l 

percent ,)f the q .. a! ... J"ying employrnent.-relatp.d expens~,s and 

s.ubject to the same limltatlons provided by s.ection 44A of 

the Internal Revenue Code of 19~4. 

Married taxpayers elt~cting to file s.eparate returns or 

filing separately on a r.ombined return must a.llocate t.he child 

and dependent care credit to each spouso in the proportion 

t.hat h~8-8~-J\el' eact"! __ ~ous,,'s respective net incomc bears 

to t.he total combined net lncome. T.lxpayel·s affected by the 

allocdtion provisions. of sect.ion .<i22.S shall be pennitted 

a deduct10n fOJ: the crf'!dit only in Ent~A UH! amount as IS 

f.lirly dnd equitably allocable to 10 .... ·01 under rules pI'escribed 

by the d i rectOl' . 

Sec. 10. Section 422.12, Code 1983, is <If'Ionded by i.nsert­

inq <:It"t:P.I· sub!>ection :?: thc follo..,ing ne..., sUbs.ectlon and 

rClHunbenng th~ \'E~I'"I.:.illln9 ~ubliect.ion: 

NF.W SUBSECT!9~ .. 3. A political contr1but1ons credit eq\lal 

to five pen:ent. of the fi1'sL one hundl'ed dollars donat..ed as 

a. polit.ical contribut.ion as defined In sectlon 41(c) of the 

Intel'na1 Revenue Code of 1951. In the case of ,1 mat'ried 

couple fil1ng a joint retu~n, a pol1tlc:a1 contrlbutions credit 

equal to five perceflt of t:he first. two hllndl'ed doll.:.rs dOIl,lted 

shall be al1o..,ed. 

Sec. 11. Section 422.16. subsecl.ion 1, Code: 19B3. is 

,1n'Ponded to read as 1'0110""(,: 
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1. EVel"Y withholdioq agent a& defined het"ein and every 

~mploycl' as defin~d herein clod furthel" defined in the Inlern.ll 

Revenue Code of 1954, as amended. with respect to lncome tax 

collectod at source, making payment of .... ages as defined hot"ein 

to either a resldent. enployee or employees. or a nonresident 

employee or Atnployeef>. wOl"king in Iowa, shall deduct and 

wi thhold from such \J.lges c'\n amount which wi 11 appt"OXltnate 

the c:nployec's annual t<lX liabilit.y on a calendar ytHu" b .. 161S, 

calculated on the ba'!>i& of tables to be pI'epat"ed by the 

department and a.chedules or percE:otage rates, based on such 

waqes. to be pl"eSCl"ibcd by the department. Every employee 

Ot" ot.her person $hall declare to such employer or ""ithholding 

agent the lIumber of his personal exel';'lptions and dependency 

exemptions 01' credits too be used in applying such tables and 

schedules Ot' pet'centagc rates, provided that no more such 

personal or dependency exemptions 0,[' creditr. may be dcclared 

by such employee or other person than the nuJnber to .... hich 

he is enti tled exccpt as all_C?~~<'-, ,~l.ndel· section 32c?.'H~.1i!l 

of the Internal Revenue Code of 1954. Such claiming of such 

exemptions Ot' credi ts in excess of ent i tlcment shall consti tute 

a misdcrnel1nor. 

Sec, 12. Section 422.32, subsection 4, Code 1983, 1S 

aIr.ended to read as fo llo..,~: 

4. "IntenHll Revenue Code of 19S~" meanr. the Internal 

Revenue Code of lCJ54, as amended to and including JanullI'y 

i7-i-982 .!..:L,-.!~,~}" 

Sec. 13, Section 422.32, Cod(! 1983, is arnendp.d by adding 

the fol10""ing new subsAction: 

~]:?~_.§~~Sr;CTlON. 12. For purposos of !>ection 422.32, sub­

!:>ection 4, tJ\U Internal Revonue Code of 1954 shall be inter­

pret.ed t..o include the provisions of Pub. i., No. 98-4. 

Sec 14. Sect1on422.31, sub::;ection~, Code 19B3, 1S 

amended to .read 3S folIo""!;: 

4. In <"lddition to .lll t.axes lmllosed under this divi!:;ion, 

then~ 1S imposed upon each Cot'poTation doitl<j business · ... ltlnn 

e 
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the state a stc"lte minimun tax fot: tax prefel'ence equal to 

"wen.y-t~¥e ~enty percent of the r.tate 1 z apportioned shilre 

of the federal minimum tax. The state's ~"lpportioned share 

of the federal minimum tax is a percent equal to the ratio 

or the federal mininnuu tax on preferences attnbutable to 

Iowa to the fedoral mini~uJrl tax on all preferences. The 

director shall prescribe rules for the determination of the 

cunount. of the federal minimum tax on pn:fc!'ences attributable 

to Iowa which shall he based as much as equitably possible 

on the allocation and ,1.pPol·tionmcnt prov1sions of subsections 

2 and 3. F<))' pta'poses of thi5 r.ubsection, "federal minimum 

tax" nean& the fedel'al minllnU111 t<lX fot' tax pl'efonmces cor.;put.ed 

under sections 55 to 58 of the Internal Revenue Codp. of 1954 

for t.he tax year. 

Sec. 15. Section 422.33, Code 1983, is amended by adding 

the following new subsection: 

~~ .. ~UBSECTION. S. The taxes imposed under thi!> divir.ion 

sh<1.11 be reduced by a state tax cl"edi t fol' increasing .['cseat'ch 

activities in this sta1.e equal to six and one-half percent 

of the staLe's apportioned share ot the qualifying expenditures 

for incn,asing research activities. The state's apportioned 

shat'e of the qual i f:r'lnl.j expendi tures for increasing rer.p.arch 

~lct1viLles is a percent equal to the ratio of quallt'ied 

research expenditures in this &tate to the total qualified 

rcseal'ch expenditures. Fot' put'poses of t.his subsection. 

"qual i fying expendi tures (or increas,ing !'esearch act.ivi tie!>" 

mcans the qualifyinq expcnditures as defined for' the federal 

credit. for incre.nsinq resecHch acti\'itielO computed undcr 

section 44F of the Internal Revenue Codt< of 1954. as dClIcnded 

to and including January I, 1983. 

Any credit in excess of thc tax liability COl: the tc"lxable 

year shall be t'efunded .. nth interest computed under sectlon 

422.25. [n lieu of claHninq c"l refund, d taxpayer n"'''i' elect 

t.o have the ovc Tp~ymp.nt sho,"'!) 011 i tlO f i na l. comp 1 eted t'e t u l'lI 

credit.ed to the tax liabill,ty fOl' the follOlo'lnq taxable yenr 

!II 
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Sec. 16, Section 422.35, subsection B, Code 1981, 1S 

amended t.o read as follow$: 

8. Add the amount.s deducted and subt.ract t.~.~_ amounts. 

.l_ncluded in incom~ as a result of the treatment providl!d sc'lle­

leaseback agreenent5 undet· sect.ion 16S(!)(S) of the Intet·nal 

Revenue Code of 1954 t.o the ext.ent thal. l~he anounts deducted 

~nd th~ .. ~ount~ in~)uded in lncome al·e not othen.'ise deductible 

2.!.....~n<:luded il.l. lnCOr.1e under the other provisions of the 

Int.erndl Revenue Code of 19!>4. EntitJ.eroent tq 4~pn~ci<ltion 

on a!1_l_J::!,~J;".~Y .~))volved in ~_~~.1~:-lo.lseb~C:~n"9reetr,ent r,)lall. 

£~ .9.etoJ1nin~-? under the .. ).fi.~~nla I Rcven.~.~ .. Code of .. ~ '?~~.,. 

~xcludin.9 .section 1.?~j.U.(~) in makin.9_ .. ~he deter.rn~.nation. 

Sec. l'1. Sect.ion 422.60, unnumben!d paragraph 2, Code 

Ige3, is anended to read a!:i follows: 

In addition to all taxes i.mpoGed undel this division, there 

ll:' imposed upon each financial institution doing busirl(,SS 

.... i thHl the f~ta.te ,1 state Itlinir"lu:n t<lX for tax pn!ference items. 

equal to t;.wett.t:y-{~ve ~~'-:~!!.!:.l percent of the stat.elg dpport.loned 

.. hare of the federal minim.um tax. The st.lte's apportioned 

share of the federal minlmulT' L1X lS d percent. equal to the 

1·at1o of t.he federal :ninimufl'. tax on pn~ferences att[·ibutable 

t.o Iowa to the feceral minimum tdX on all prcfel·enceG.. The 

director shall pt'escrihe rules fell the determinatlo)) of the 

dlilount: of t.he fedet·al minimum tax on p:·efen!nces attribut.lble 

to Iowa which shall b\~ ba~ed as much C!g ·equitably posslble 

on tlH! allocation <llld appol·tioru,,~nt prolli!iions ot· section 

427.63. For pUIposes of this 3ublOe:::~ion, "federal minill',um 

tax" meant> the federal nlinimurn t.ax for tax pre(prtmces conputed 

and paid ct· p.lyable tinder sections ~5 to 58 of the Intet·nal 

Revenue Code of 1954y-<t8-4l'!'Ieftde6-"8-8"d-+"el-.d~"!-JaAttlny 

ly-.r,.Si!. 

Sec. lB. Sectior~ 't508 l, Code 1983, is amended by adding 

the fol...lcwinq new subsection: 

NEW .~U.B.SEfTION. 4. fo'Ol· purposes of sectlon ~S08.1, sub­

sect.ion 1, the intern.1l R.~venue Codt! 0t 19514 shall b~ lJlter­

pn!tt~d to include the pn)·.·~ .. ions of Puh. L. No. 98-4. 

e 

Senatc File 386, P. a 

Sec. Ig. The pl·ohihition in section 422.16, subsection 

II, paragraph '" on the .... aiver relatlng to J":(!asonable cause 

of tile addition to t.ax for underpayment ot the estima.ted UlX 

payable shall not apply '"it.h regard to the 1982 tax year to 

f"u·mcl·s and fishcrmen ""ho have elecl.cd not to pay estimated 

taxes during the 1982 tax year .lnd the director shall wa1ve 

the additlon to tax fat· undet·payment at the estimated tax 

payabl" for the t 982 tax yeat· t.o Apn I 30, 1983 fIll" reasonable 

cause. 

S~!C. 2IJ. Dut:lnq the 19B3 It~gislative interilll, the 

departnent of t~v~lIue ~Ilal i study the tliX io,-idence and t.ax 

inpact of the exu.t:ing state minunum tax, using till{ information 

h·om minimum tax tilin<js ,,,,It.h l~hc st.d.te and othe.r: <wai.lable 

t..lX informat.ion. The dep<utI"lent shall dlbo estimate the tax 

incidellce, t.lX impact, <lnd tax eftect ot· .:tlt(!t·n,ltivc methods 

for d(!teJ:mining a state t:lininua· tax, inc1 udinq t.he development. 

of a state mir.inur tax p.u·alleling the federal mllllrnu;n t.ax 

but using the le .... a rwt. income as the init.ial tax b.lse, adding 

tax preft:tencc itemr. fran) 1.he federal minimum tax, deducting 

fed£:1"al taxeG. dnd g\~nl~l·(l,l and specified ltemized deduction 

!·I·on) the feder.ll tdX, and E:st.ablishing a r<lte of eiqht, nine 

o:r: ten percent. on the l·esultinq income, compat·lng that .... ith 

the Iowa regul(i,r l-"lxabi.e incomE: to det.el·rnine the state minimum 

t.ax. The department of revenue shall :l:eport t.he rebul t. of 

lilis !itu1y '_0 thp. Ce!~e!·<:Jl ;u.;sembly hi' Janudry l~, 1984. 

Sec. 21. Sectlons i, 6, and 12 dL:e retroactive to JanualY 

1, 1.992 for tax ye,lr!; be<jirullng on 01· after .Janual·y :, 1982, 

These sections uh.dl also be dpplicable for tax years begiOlllng 

P!:lOt· to January I, 1982 whel·e the Intern,ll Rr.vcnue Code of 

lq~4, dS amended up tl) and ir.cluding Jdtnl<UY 14, 1983, provides 

COt ccrt.ain inclus10ns 01· eXC1U!:ilOnS in computing fedel·,ll 

t.axa.ble income {or n tax i'eclr beginninq pIlOt· to January 1. 

1982 

Sec, 22. Sections 3, 7, 9. 10, 14, and 1·/ are I·et.t:oactlV(! 

t.o Ja.nuary i, 19H3 f01" t.nX y(-ilr!'> beginolnq (HI or af1.el· J'll~Ud.)'"y 

1, 1983. 
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Sec. 23. Sections 2, 13, and 18 are retroactive to tax 

years ending after December 31, 1982. The sections shall 

be applicable for tax years ending after December 31, 1982, 

but only wlth respect to commodities received for the 1983 

crop year. 

Sec. 24. Sections 5 and 16 are retroactive to January 

I, 1981 for the tax years beglnning on or after January 1, 

1981. 

Sec. 25. Sections 4, 8, and 15 are effective January 1, 

1985 for tax years beginning on or after January 1, 1985. 
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