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A BILL FOR 
1 An Act permitting the deduction for state incone tax purposes 

2 of the amount of foregone interest on a below-market loan 

3 made to a person actively engaged in farming or operating 

4 a small business if the purpose of the loan is to refinance 

5 a previous agricultural or small bus~ness loan. 
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S.F. )i'b'.t H.F. 

l Section l. section 422.7, Code 1985, is amended by adding 

2 the following new subsection: 

3 NEW SUBSECTION. 20. To the extent included in adjusted 

4 gross income, deduct the amount of foregone interest on a 

5 below-market loan made to a person actively engaged in farming 

6 or operating a small business if the purpose of the loan is to 

7 refinance a previous agricultural or small bus:ness loan. As 

8 used in this subsection: 

9 a. "Farming" means as defined in section 172C.l, subsec-

10 tion 6. 

ll b. "Foregone interest" means as defined in section 7872 of 

12 the Internal Revenue Code of 1954. 

13 c. "Small business" means as defined in section 220.1, 

14 subsection 28. 

15 Sec. 2. Section 422.35, Code 1985, is amended by adding 

16 the following new subsection: 

17 NEW SUBSECTION. 12, To the extent included in taxable 

18 income, deduct the amount of foregone interest on a below-

19 market loan made to a person actively engaged in farming or 

20 operating a small business if the purpose of the loan is to 

21 refinance a previous agricultural or small business loan. As 

22 used in this subsection: 

23 a. "Farming'' means as defined in section 172C.1, subsec-

24 tion 6. 

25 b. "Foregone interest" means as defined in section 7872 of 

26 the Internal Revenue Code of 1954, 

27 c. ''Small business'' means as defined in section 220.1, 

28 subsection 28. 

29 EXPLANATION 

30 This bill provides that in determining net income for state 

31 personal or corporate income taxes an individual may deduct 

32 from the adjusted gross income for federal income tax purposes 

33 the amount of foregone interest on a below-market loan made to 

34 a person actively engaged in farming or operating a small 

35 business if the purpose of the loan is to refinance a previous 

36 agricultural or small business loan. 
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