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A BILL FOR 
1 An Act relating to taxation by updating references to the in~err.al 

2 revenue code; providing for a refur.d of individual income Lax 

3 for the 1979 tax year resulting from the inclusion of une~ploy-

4 ment benefits; making technical corrections to the individual 

and corporate income tax concerning the credit for 1ncrcas1n0 

research activities in the state; eliminating the requirc~ent 

that the election campaign fund and fish ar.d game protection 

fund checkoffs be on the face of the return immediately 
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above the signature line; providing a due date of corr•o::ate 

income tax and franchise tax returns under certain conditions; 

allowing for the destruction of all useless records and reports "' 

and other papers filed by taxpayers after certain periods of 

time after the filing of these reports witll the department of 

revenue; providing for a refund of individual income tax where 

the taxpayer died after November 17, 1978 as "' result o~ wounds 

or injury incurred due to military or terroristic action out-

side the United States; making technical corrections to the 

inheritance tax concerning the taxation of gifts made within 

three years of death; and providing effective dates. 

I 'I' ENACTED BY THE GENERAL ASSE~lBLY OF THE STATE OF' .[0\~A: 



S.F'. H. F. 

l Sect.:..on 1. Section 56.18, subsection ~, Code 1985, is 

2 amended to read as fc!iows: 

3 1. Any pe~son whose sta~e income tax liability for any 

4 taxable year is one della~ or more may direct that one dollar 

5 of such liability be paLd over to the Iowa election campaign 

6 fund when submitting the person's state income tax return to 

7 the departme11t of revenue. In the case of a joint return of 

8 husband and wife having a state income tax liability of two 

9 dollars or more, each spouse may direct that one dollar be 

10 paid to the fund. The director of revenue shall re~~~e draft 

11 the income tax ~orm to provide spaces on t~e-faee-of the tax 

12 return and-i~~ed!ately-abeve-t~e-~ignattlre-line~ which the 

13 taxpayer may use to designate that contributions made under 

14 this section be credited to a specified political party as 

15 defined by section 43.2, or to the Iowa election campaign fund 

16 as a contribution to be shared by all such political parties 

17 in the manner prescribed by section 56.19. The form shall 

18 inform the taxpayer of the consequences of the choices 

19 provided under this section, but this information may be 

20 contained in a footnote or other suitable form if the director 

21 of revenue finds it is not feasible to place the information 

22 im.11cdiately above the signature line. 

23 Sec. 2. Section 107.16, unnumbered paragraph 3, Code 1985, 

24 is amended to read as follows: 

25 The director of revenue shall re~~~e draft the income tax 

26 form to allow the designation of contributions to the state 

27 fish and game protection fund on the-faee-of the tax return 

28 and-above-t~e-5ignattlre-l±ne~. 

29 Sec. 3. Section 422.3, subsection 5, Code 1985, is amended 

30 to read as follows: 

31 5. ''Internal Revenue Code of 1954'' means the Internal 

32 Revenue Code of 1954, as amended to and including January 1, 

33 '1:984 1985. 

34 Sec. 4. Section 422.7, Code 1985, is amended by adding the 

35 following new subsection: 
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S.F. H. F. 

NSW SUBSECTION. 20. Subtract the unemploy~en: 

2 corepensation bene~tts for tax years beginning on January l, 

3 l979 to t~e extent those benefits had been included in net 

4 income on a return filed before January l, 1981 and were 

5 excluded from income under Act section 1075 of the Tax Reform 

6 Act of 1984. Notwithstanding the statute of li~itations 

7 specified in section 422.73, subsection 2, taxpayers who would 

8 be barred from claiming a refund or credit from an overpayment 

9 resulting fro~ the change made by Act section 1075 of the Tax 

10 Reform Act of 1984 are entitled to receive a refund or credit 

ll if they file a claim w1th the department on or before June 30, 

12 :986. 

13 Sec. 5. Section 422.10, unnumbered paragraph 1, Code 1985, 

14 1s amended to read as follows: 

15 The taxes imposed under this division shall be reduced by a 

16 state tax credit for increasing research activities in this 

17 state. For individuals, the credit shall equal six and one-

18 half percent of the state's apportioned share of the 

19 qt:alifying expenditures for increasing research activities. 

20 The state's apportioned share of the qualifying expenditures 

21 for increasing research activities is a percent equal to the 

22 ratio of qualified research expenditures in this state to 

23 total qualified research expenditures. For purposes of this 

24 section, an individual may claim a research credit for 

25 qualifying research expenditures incurred by a partnership, 

26 subchapter s corporation, and estate or trust electing to have 

27 the 1ncome taxed directly to the individual. The amount 
28 claimed by the individual shall be based upon the pro rata 

29 share of the individual's earnings of a partnership, 

30 subchapter S corporation, or estate or trust. For purposes of 

31 this section, ''qualifyi~g expenditures for increasing research 

32 activities" means the qualifying expenditures as defined for 

33 the federal credit for increasing research activities ee~p~ted 

34 which would be allowable under section 44P 30 of the Internal 

35 Revenue Code of 1954, a~-ame~ded-te-eMd-~Me~~d~Mg in effect on 
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S.F. 5~ I H. F. 

l January 1, !963 1985. 

2 Sec. 6. Section 422.21, unnumbered paragraph 1, Code 1985, 

3 1s amended to read as follows: 

4 Returns shall be in ~tleh the form a~ the director may, from 

5 time to time, prescribe, and shall be filed with the 

6 department on or before the last day of the fourth month after 

7 the expiration of the tax year except that co-operative 

8 associations as defined in section 6072(d) of the Internal 

9 Revenue Code of 1954 shall file their returns on or before the 

10 fifteenth day of the ninth month following the close of the 

ll taxable year. If, under the Internal R_evenue_CodP of.l954, a 

12 corporation is required to file a return covering a tax .Period 

13 of less than twelve months, the state return shall be for the 

14 same period and shall be due forty-five days after the due 

15 date of the federal ta~ return, excludi~-· any ext.ension of 

16 time to file. In case of sickness, absence, or other 

17 disability, or wheMe~er lf good cause exists, the director may 

18 allow further time for filing returns. The director shall 

19 cause to be prepared blank forms for ~aid !h~ returns and 

20 shall cause them to be distributed throughout the state and to 

21 be furnished upon application, but failure to receive or 

22 secure the form shall does not relieve the taxpayer from the 

23 obli9etions obligation of making any a return herein that is 

24 required. The department may as far as consistent with the 

25 ~rov±s±ons-of the Code so draft income tax forms as to conform 

26 to the income tax forms of the internal revenue department of 

27 the United States government. Each return by a taxpayer upon 

28 whom a tax is imposed by section 422.5, subsection 7, shall 

29 show the county of the residence of the taxpayer. 

30 Sec. 7. Section 422.33, subsection 5, unnumbered paragraph 

31 l, Code 1985, is amended to read as follows: 

32 The taxes imposed under this division shall be reduced by a 

33 state tax credit for increasing research activities in this 

34 state equal to six and one-half percent of the state•s 

35 apportioned share of the qualifying expenditures for 
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1 increasing research activities. The state's apportioned share 

2 of the qualifying expenditures for increasing research 

3 activities is a percent equal to the ratio of q~alified 

4 research expenditures in this state to tr.e total qualtf:ed 

5 research expenditures. For purposes of this subsection, 

6 "qualifying expenditures for increasing research activities'' 

7 means the qualifying expenditures as defined for the federal 

8 credit for increasing research activities ce~p~teci which would 

9 be allowable under section 44? 30 of the Internal Revenue Code 

10 of 1954, 1:!>!-d:!le!'lded-to-e!'ld-i:!'ldl!di:ng in ~~_!ec~~ January l, 

ll 1:98:3 1985. 

12 Sec. 8. Section 422.61, subsection 2, Code 1985, is 

13 amended to read as follows: 

14 2. ''Taxable year'' means the calendar year or the fiscal 

15 year ending during a calendar year, for which the tax is 

16 payable. ''Fiscal year'' includes a tax period of less than 

17 twelve months if, under the Internal Rev_en~!'~~de_of 19':~·- __ a 

18 corooration is reouired to :ile a tax return coverina a tax 

19 oeriod of less than twelve months. 

20 Sec. 9. Section 422.62, Code 1985, 1s amended to read as 

21 follows: 

22 422.62 WHEN DUE. 

23 The franchise tax 1s due and payable on the first day 

24 following the end of the taxable year of each financial 

25 institution, and is delinquent after the last day of the 

2 6 fourth month fall owing the due date or for Si_-_f_~~t: .. ~a_ys _ a_ft ~_!:_ 

27 the due date of the federal tax return, cxc;~~-~119.-~.::'_te_r.?:<:>~ 

28 of time to file, whichever is the later. Every firlarlcial 

29 institution shall file a return as prescribed by tr.e director 

30 on or before the delinquency date. ?he-pre~i~ieM~-ef-thi~ 

31 This section ~ha!!-beeeme is effective for all taxable years 

32 ending on or 

33 prior to May 

34 to the last 

35 Sec. 10. 

after January 1, 1970. As to fiscal years endir1g 

9, 1970, the time for filing a return is extAnded 

day of the fourth month following ""c~t that date. 

Section 422.68, subsection 3, Code 1985, is 
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l a~e;ldecj to read as follows: 

2 3. The di~ector ~ha,<-heve-the-~ower-te may destroy a"y 

3 a"d-a±i useless records and ell returns, reports, and 

4 com:r,unicati.or.s of any taxpayer filed w1th or kept by the 

5 department after ~tleh those returns, records, reports, or 

6 co:rununications she·H have been in the custody of the 

7 department for a period of not less than five three years7 

8 ~revided 7 -hewever7 2~_!uch time as the director prescribes by 

9 rule. Ho_~~..:'.~.r, after the accounts of any ~ person sha1:1: have 

lO been examined by the director and the amount of tax and 

ll penalty due ~he'< have been finally determined, then the 

12 director may order the destruction of any records previously 

13 filed by stleh that taxpayer, notwithstanding the fact that 

14 stleh those records shari have been in the custody of the 

15 department for a period less than f~we three years. Stleh 

16 These records and documents shall be destroyed in stleh the 

17 manner es-sher'!:-be prescribed by the director. 

18 Sec. 11. Section 422.73, Code 1985, is amended by adding 

19 the following new subsection: 

20 NEW SUBSECTION. Notwithstanding subsection 2, a claim for 

21 credit or refund of the income tax paid is considered timely 

22 if the claim is filed with the department on or before June 

23 30, 1986, if the taxpayer's federal income tax was forgiven 

2~ under section 692{c) of the Internal Revenue Code of 1954 

25 because the taxpayer died after November 17, 1978 as a result 

26 of wounds or injury incurred due to military or terroristic 

21 action outside the United States. To the extent the federal 

28 income tax was forgiven under section 692{c) of the Internal 

?9 Revenue Code of 1954 for the tax year, the Iowa income tax is 

30 also forgiven. 

31 Sec. 12. Section 450.3, subsection 2, Code 1985, is 

32 amended to read as follows: 

33 2. By deed, grant, sale, gift or transfer made within 

34 three years of the death of the grantor or donor, which is not 

35 a bona fide sale for an adequate and full consideration in 
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1 rncney or ~oney's wort~ and ~h~ch is i~ exce~~~ ~~ t~e annual 

2 g.:~t tax exc2.!_;s.:G:~ al ~cv:.:d.>le :.:·or ec.c~ d:::nH.•c :.1::de~ section 

3 2503, subsecti011s e ~ a:1d e of ::he I~~e~11al Re·:en~:e C()de c~ 

4 1954 as defined in sect~cn 422.3. If bath SPOtJses co~ser~t, a 

5 gift made by or.e spcusc to ~er~_?n w~1_c ___ ~~ __ 0_?..~---~r~~ ... .9!:..~·~_r_ 
6 soo:Jse !S consi.dered, :or -~-f.!~--'"'0-~--~P.C>~_e_s_ <?r .. -~rli_::? __ :;u}?.?_~_c~icn, as 

7 ~a_~'=. . ..9_n_':' __ G_~l~_by each soouse undpr :he sa:oe tec:ns ancl 

8 conditions_2__r_Q_V _ _)_c:J_~d for in sec~'on 2513 of the Interr:al 

9 Reventte Code of !954 as defined in scc:ion 422.3. 

10 Sec. 13. Sect~on 3 oE t:---1is .n..c:: is ~-elr0act1ve :o Jantldry 

ll 1, 1984 fo~ tax years beg:nning on oc after that ddte. 

12 Sec. 14. Scc:tio~s 1, 2, s, G, ·1, 8, c.:--.d 9 of th~s P..ct are 

13 retroactive to Ja:1uary l, 1985 for tax years beginning on or 

14 after that date. 

15 Sec. 15. Sectio~ 12 of this Act is retroactLve to July l, 

16 1984 for estates of persons dyi::g on or after that date. 

l 7 Sec. 16. This Act, be~ng dee:ned of irr.mediate importance, 

18 takes effect fr:.:.>;r. a:;C a~ter its publication in the Dallas 

19 County Ne·.;s, a newspaper pub: isr.ed in Adel, Iowa, and in The 

20 Lamoni Chronicle, a newspaper published in Lamoni, Iowa. 

21 EXPLA\ATION 

22 Sections l a:1d 2 of this bill remove the requireme~ts that 

23 tl1e checkoffs ~or th~ elec~ticl~ campaign fund and the fis~1 a~d 

24 gaxe protection fund appear o:1 the face of the income tax 

25 ret:1rn and i~med5ately above the signature line. These 

26 sections are rctroaclive to January l, 1985 for tax years 

27 beginning or. or a~ler that date. 

28 Sectiorl 3 of this bill upda~es the references to the 

29 Interr1al Rever1ue Co~e to incorpora:e the Tax Reform Act of 

30 1984 for JndLvidual and corporate inco~e tax, franchise tax 

31 and inheritance tax. 1'his s8ctio;l is retroactivP to January 

32 l, 1984 for tax years beginning 011 or after thdt date. 

33 Section 4 of this hill allows a refund of itldividtlal ir1con:e 

34 tax paid on u:.e:rploy~.ent cci!TH~·nsc.tio:l hencfit~. in liJ~/9 which 

35 wert· attributable lo wpe~s of uner.p'..oyr..ent bef<.>rc Decen":her l, 
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S.F. SIP/ H.F. 

1 1978. The Tax Reform Act of 1984 excluded this i~come from 

2 federal income tax and allowed a refund of the federal income 

3 tax. Iowa ~as a three-year statute of limitations to claim a 

4 refund and this bill extends this statute oE limitations for 

5 those affected persons who file an Iowa claim for refund on or 

6 before June 30, 1986. 

7 Sections 5 and 7 provide corrective language for the state 

8 credit for increasing research activities in the state under 

9 the state individual and corporate inc0me taxes. These 

10 sectior1s are retroactive to Jant1ary l, 1985 for tax years 

ll begin11ing on or after that date. 

12 Sections 6, 8, and 9 of this bill establish a tax period of 

13 less than twelve months for corporate income tax and franchise 

14 tax. In certain circumstances w~ere there are mergers of one 

15 corporation into another or an acquisition of one corporation 

16 by another or for certain types of reorganizations the 

17 Internal Revenue Code requires a short period return be filed. 

18 The Internal Revenue Code also establishes a due date for the 

19 short period return which is different than tl:e riO[mal federal 

20 due date of two and one-half mor1ths after the close of the tax 

21 period. These sections establish the requireme~t that a short 

22 period Iowa return be filed when a short oe~iod federal return 

23 is filed and establish a due date that is consistent with the 

24 normal Iowa due date of forty-five days after the federal due 

25 date. These sections are retroactive to :anuar1 I, 1985 for 

26 tax years beginning on or after that date. 

27 Section 10 of this bill changes the period of ti~e that 

28 records have to be in ctJstody of the departnoe~t before they 

29 can be dest[oyed. The time period is cha~ged fro~ five years 

30 to three years or such longer or shorter tiffie as the director 

31 may determine by rule. 

32 Section ll of this bill allows a rebnd of i:ldividual 

33 income tax if the federal income tax was forgiver! u:1der 

34 seclion 692(c) of the Internal RevenJe Cc·~e because tlte 

35 taxpayer died after No'IC>ntber 17, 1978 as a res,.lt of wounds or 
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1 injury i~Cl!rred dlze to ~ili~ary or terrc~istic action outside 

2 the ~~ited States. Io~a ~as a tht·ee-year statute of 

3 limitations to claim a re~tind a~d this bill ex~er1ds this 

4 stat•1te of lir.1itatior.s for those affected taxpayers 1f an :owa 

5 refund clair.1 is fl1ed on or before June 30, 1986. 

6 Section 12 of this bill corrects an e~roneous reference to 

7 the Internal Revenue Code in section 450.3, subsection 2, 

8 which relates to the taxation of gifts made within three years 

9 

10 

of death. The correct re~erence should be to section 2503(b) 

ralher tha~ 2503(a) of the cnternal Revenue Code. '1"' ' ' . ~ 1 
.n1s 011. .... 

ll also specifical:y perffii~s a husband and wife to make split 

12 gif~s. Section ~50.3, St1bsection 2, is not clear on this 

13 point. The bil: would conform the inheritance tax treatment 

14 with the federal gift tax law which allows a $10,000 annual 

15 exclusion per donee from gift tax. The bill would also permit 

16 a husband and wife to split a gift and treat it as being made 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

?8 

29 

30 

31 

32 

33 

34 

35 

one half by 

l ' 1984 for 

each spo~se. This section is retroactive to July 

estates of persons dying on or after that date. 
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Arnen<i Se::ac.': ::: J e 56~ o~ passEd by the Senate as 
follows: 

1. Page 2, by inserting after line 12 the 
following: 

"Sec. 30. Section 422.7, Code 1985, is amended by 
adding the followi~g new sGbsection: 

NEW SUBS~CT,ON. 21. Add sixty percent of the 
gains from the sales or exchanges of capital assets 
held for more tnan six months but not more than twelve 
months." 

2. By striking page 2, line 33 through page 3, 
line l and inserting the following: "the federal 

_,,-14 
cr dit for 1ncreasing researcn activities computed 
under sect1on 442 o~ the Internal Revenue Code of 
1954, as amended to and including January 1, 1983. 15 

.6 
:7 
l8 
19 
20 
~1 

~2 
•23 
24 
25 
26 

The research activities credit is aoolicable for 
taxable years beginning after December 31, 1985 to the 
same extent that the credit 1s applicable for federal 
income tax ourooses for taxable years beginning.after 
December 31, 1985." 

3. Page 4, by striking lines 8 through ll and 
inserting the following: "credit for increasing 
research activities computed under section 44F of the 
Internal Revenue Code oE 1954, as amended to and 
including January 1, 1983. The research activities 
credit is aoolicable for taxable years beginning after 

27 December 31, 1985 to the same extent that the credit 
28 is aoplicable for federal income tax purposes for 
29 taxable years beginning after December 31, 1985." 
30 4. Page 6, line 12, by striking the word and 
31 figure "and 9" and inserting the following: "9 and 
32 30". 
33 5. Title page, line 9, by inserting after the 
34 word "line;" the following: "maintaining the re-
35 quirement for long-term capital gains that the capital 
36 asset be held for longer than twelve months;" 
H-4030 FI.LED APRIL 24, 1<)85 BY C01-'."'liTTEE ON WAYS AND MEANS 
g_ <._;/.!/ ~1;;:'"/;.s-(rf !'{(.._) c._.-~!<(! r;, ,y,._) 

r- ttdp-i 4'h~ lcs-{j ,-r,, J 

SENATE FILE 561 
H-4087 

l Amend amendment H-4030 to Senate File 561 as 
2 by the Senate as follows: 
3 l . Page 1 • 1 ine 14 • by striking the numeral 
4 and inserting the numeral "30 tl. 

5 2 . Page 1, line 23, by striking the numeral 
6 and inserting the numeral "30". 

fi-dC87 FE,ED APRIL 26, 1985 BY OSTERBERG of Linn 
ADOPT~'! SY \I:·:Alii:~OUS CO~:SEtJT (p '"'" v) 

passed 

"44F" 

"44F" 



-4 09 5 HOUSE AMENDMENT TO 
SENATE FILE 561 

1 Amend Senate File 561 as passed by the Senate as 
2 follows: 
3 •. By striking page 2, line 33 through page 3, 
4 line 1 and inserting the following: "the federal 
~ ~:~dit for increasing research activities computed 
6 under sec~ion 30 of the Internal Revenue Code of 1954, 
7 as amended to and including January 1, 1983. The 
8 research activities credlt is applicable for taxable 
9 years beginning after December 31, 1985 to the same 

10 extent that the credit is applicable for federal 
11 income tax purposes for taxable years beginning after 
12 December 31, 19 8 5. " 
13 2. Page 4, by striking lines 8 through 11 and 
14 inserting the following: "credit for increasing 
15 research activities computed under section 30 of the 
16 Internal Revenue Code of 1954, as amended to and 
17 including January 1, 1983. The research activities 
18 credit is applicable for taxable years beginning after 
19 December 31, 1985 to the same extent that the credit 
20 is applicable for federal income tax purposes for 
21 taxable years beginning after December 31, 1985.'' 

4095 Filed April 26, 1985 RECEIVED FROM THE HOUSE 
/ {;_ . • o <f.-""-" -Y.s"" (;(. i?'fa) ,\0_......__.... .~.:::~.......,__...._---: u 



SENATE 19--APRIL 23, 1985 51~ TE OF :Q'.'/A Req. by Sen. Palmer 

FISCAL N 0 T E 
FilED W5R 2 2 1985 SENATE FILE 561 

LSa cia. nns._ 
S !d ft ; D --'K-'-'""-' H.:__ 

In comploance ,.,ith a 'Nrotten recuest receP.-ed April 22. 1985. a fiscal ncte tor SENATE 
FILE 561 is hereby sutmo:ted pursuant to .:oont Rule 17. Data usea 1n de•JeiOOir.g :n1s 
l1scal note are avaolable from tne Leg•slat•ve Foscal Bureau to memoers of the Legosiature 
upon request. 

Senate File 561 updates reference co the Internal Revenue Code ana makes several 
adJUStments in the tax statutes relat1ve to the •ncome tax. 

Sections 1 and 2 remove the requorement that checkoffs for the ELECTION CAr,JPAIGN FUND and 
the FISH AND WILDLIFE PROTECTION FUND appear on the face of the 1ncome tax return 
1mmed1ately above the signature line. 

FISCAL EFFECT: This change is expected to g1ve the Depanment of Revenue more flex•boilty 
on designing the oncome tax forms. ~Ia S1gn1f1gant ~•seal erfect IS ant1copated. 

Section 3 updates references on the IRC to reflect changes made thr::Jugh January 1. 1985. 
and reter to the TAX REFORM ACT OF 1984 adopteq by Congress (TRA). The tollowong table 
summarizes the most sign•l;gant at the several hundred prov1sions •n the TRA. 

FISCAL EFFECT: (dollars 1n m•lloons) 

PROVISION 

A. Direct Iowa Impact 
Taxable Income Definitions 

1. Provisions with Impact 
Pnmanly on Individual 

a. Capital Gains 

b. Net Interest Exclusion 

2. Provisions w1th Impact 
Primarily on Business 

a. ACRS 
Corporate and 
Individual Combined 

b. Corporate Tax 
Preference and 
Corporate Min1mum Tax 

c. Fonance Lease 

d. Leasing to Tax 
Exempt Entities 

e. Construction 
Period lnrerest 

FY 1986 

Less Than 
S 0.5 Reducr;on 
5 8.0 to S 10.0 
Increase 

Less Than 
S 2.0 Increase 

Minimal 

Unknown 
Impact 
No Estimate 
Possible 
Min1mal 

FY 1987 

Less Than 
5 10 Reduction 
5 8.0 to S 10 0 
lncre2se 

Less Than 
5 4.0 Increase 

~-~1inimal 

Uni<nc'.vn 
Impact 
No Estimate 
Poss1ble 
Minimal 



SENATE 20--APRIL 2j, 1985 

FISCAL 

8 1:1airec:. to-..·ta :mpact 
FeJe:·~:: Tax 0educ:;on 

lnco:ne ~veragiilg 

SF 561 

NET EFFECT iO GEr•:ERAL "UND 

N 0 T E 

s 3.0 10 $ 4.0 
ReduCtion 

S 6 5 to 5 7.5 
Increase 

LSB No 2q77s 
Staff 10 RJH 

s 3 0 to S 4 0 
::it?duction 

$ 8.0 to s 9.0 
Increase 

Section 4 of the blil allows a re'und of ,nd1v1dua1 income t3x oa1d on UNEf\1PLOYM£NT 
CQt,1PENSATION BENEFITS 1n :979 ;·:i::ch Nere attr,butaole to veeks of unemployment before 
December 1. 1978. c~rrently, Iowa "as a three-year statute of hmitat1ons to c1a1m a 
refund: th1S sectiOn ex;.erds the statute of limitatiOns for those affected persons who file 
an Iowa cta1m lor refund on or belore June .30. t986. 

FISCAL EFFECT· A mmimal reduct,on in tax 'ece:pts is expected. 

Sections 5 and 7 provide correcuve language for the state CREDIT FOR RESEARCH ACTIVITIES 
;n the state under the state corporate and ,ndtv1dual 1ncome taxes. These sections are 
ferroacllve to January 1. 1985 ior tax •tears begmntng on or after that date. 

FISCAL EFFECT· None 

Sections 5. 8, and 9 esta~lish a tax pe11cd of less than twelve months for CORPORATE INCOME 
TAX AND FRANCHISE TAX. These sec:,ons ~s:abiJsh the requtrement that a short period Iowa 
return be !;led when a short peflod teaeral return 1S filed ana establish a due date that 
is consistent With the normal !owa due date of 45 days after the federal due date. These 
sect10ns ar retroactive to January 1, 1985 tor tax •tears begmn1ng on or after that date 

FISCAL EFFECT: The 1mpact on state corporate 1ncome tax revenue tn any spectflc fiscal 
year is not expected to be stgnificant. 

Section 10 changes the penod of t1me that records have to be m custody of the Revenue 
Depanment before the records may be oesrroyed. The time pe11od is changed from live vears 
to three years or such longer or snorter t1me as the dlfector may determ1ne by rule. 

FISCAL EFFECT: The change will llave no measurable 1mpact on tax recetpts According to 
the department. elim1nat10n of unnecessary storage reQuirements w1ll perm1t tmproved 
eHicency and serv1ce to taxpayers 

Section 11 of the bill allows a refund of •ndividual income tax if the federal income tax 
·.vas forg,ven under sect1on 692(c) of the internal Revenue Code because the tai<paver d1ed 
aner November 17. 1978 as a result of wounds or mjury susta1ned due to mliitary or 
terroristiC act1on outside the United States. Iowa has a three-vear statute of iim1tat,ons 
to claim a refund. this sect1on extends the statute of llmitat1ons for those affected 
taxpayers 1f an Iowa refund cla1m tS f1led on or before June 30. 1986. 

fiSCAL EFFECT: The impac;t.on tax receq:Jts wlil be insignificant. 

Section 12 clarifies provisions whtch perm1t a husband wife to make solit 91fts. and 
corrects an erroneous reference 10 the Internal Revenue Code in section 450.3. subsect•on 2 
of the Code. Thts sect1on of the odl is retroactive to July 1. 1984 for the estates of 
persons dying on or after that date. 

FISCAL EFFECT: The impact on 1nherttance and estate tax IS not expected to be sognificant. 

SOURCE: Department of Revenue (LSB 28775. RJH) 
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A BILL FOR 
1 An Act relating to taxation by updating references to the 

2 

3 

4 

5 

6 

7. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BE 

internal revenue code; providing for a refund of 

individual income tax for the 1979 tax year resulting 

from the inclusion of unemployment benefits; providing 

a due date of corporate income tax and franchise tax 

returns under certain conditions; allowing for the destruc

tion of all useless records and reports and other papers 

filed by taxpayers after certain periods of time after 

the filing of these reports with the department of revenue; 

providing for a refund of individual income tax where the 

taxpayer died after November 17, 1978 as a result of wounds 

or injury incurred due to military or terroristic action 

outside the United States; making technical corrections 

to the inheritance tax concerning the taxation of gifts 

made within three years of death; and providing effective 

dates. 

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

Cl'tl•t •191 12/'72 



S.F. ------- H.F. 

1 Section 1. Section 422.3, subsection 5, Code 1985, is 
2 amended to read as follows: 

3 5. "Internal Revenue Code of 1954" means the Internal 
4 Revenue Code of 1954, as amended to and including January 1, 

5 %984 1985. 

6 Sec. 2. Section 422.7, Code 1985, is amended by adding the 
7 following new subsection: 

8 NEW SUBSECTION. 20. Subtract the unemployment 

9 compensation benefits for tax years beginning on January 1, 
10 1979 to the extent those benefits had been included in net 
11 income on a return filed before January 1, 1981 and were 
12 excluded from income under Act section 1075 of the Tax Reform 

13 Act of 1984. Notwithstanding the statute of limitations 
14 specified in section 422.73, subsection 2, taxpayers who would 

15 be barred from claiming a refund or credit from an overpayment 
16 resulting from the change made by Act section 1075 of the Tax 

17 Reform Act of 1984 are entitled to receive a refund or credit 
18-if they file a claim with the department on or before June 30, 

19 1986. 
20 Sec. 3. Section 422.21, unnumbered paragraph 1, Code 1985, 
21 is amended to read as follows: 
22 Returns shall be in such the form es the director may, from 

23 time to time, prescribe, and shall be filed with the 
24 department on or before the last day of the fourth month after 

25 the expiration of the tax year except that co-operative 
26 associations as defined in section 6072(d) of the Internal 

27 Revenue Code of 1954 shall file their returns on or before the 
28 fifteenth day of the ninth month following the close of the 
29 taxable year. If, under the Internal Revenue Code of 1954, a 
30 corporation is required to file a return covering a tax period 
31 of less than twelve months, the state return shall be for the 
32 same period and shall be due forty-five days after the due 
33 date of the federal tax return, excluding any extension of 
34 time to file. In case of sickness, absence, or other 

35 disability, or whe~e~er if good cause exists, the director may 
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1 allow further time for filing returns. The director shall 

2 cause to be prepared blank forms for said the returns and 

3 shall cause them to be distributed throughout the state and to 
4 be furnished upon application, but failure to receive or 

5 secure the form sha~~ does not relieve the taxpayer from the 
6 eb~±gat±o~s obligation of making afty a return here±ft that is 

7 required. The department may as far as consistent with the 

8 prov±s±ofts-o~ the 

9 to the income tax 

Code so draft income tax forms as to conform 

forms of the 

10 the United States government. 

internal revenue department of 

Each return by a taxpayer upon 

ll whom a tax is imposed by section 422.5, subsection 7, shall 

12 show the county of the residence of the taxpayer. 

13 
14 

Sec. 4. Section 422.61, subsection 2, Code 1985, is 
amended to read as follows: 

2. "Taxable year" means the calendar year or the fiscal 

year ending during a calendar year, for which the tax is 

payable. "Fiscal year" includes a tax period of less than 
18.twelve months if, under the Internal Revenue Code of 1954, a 

19 corporation is required to file a tax return covering a tax 

20 period of less than twelve months. 

15 
16 

17 

21 Sec. 5. Section 422.62, Code 1985, is amended to read as 

22 follows: 

23 422.62 WHEN DUE. 
24 The franchise tax is due and payable on the first day 

25 following the end of the taxable year of each financial 
26 institution, and is delinquent after the last day of the 

27 fourth month following the due date or forty-five days after 

28 the due date of the federal tax return, excluding extensions 

29 of time to file, whichever is the later. Every financial 
30 institution shall file a return as prescribed by the director 

31 on or before the delinquency date. ~he-prov±sio~s-of-th±s 

32 This section sha~~-beeome is effective for all taxable years 

33 ending on or after January 1, 1970. As to fiscal years ending 
34 prior to May 9, 1970, the time for filing a return is extended 

35 to the last day of the fourth month following s~eh that date. 
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1 Sec. 6. Section 422.68, subsection 3, Code 1985, is 
2 amended to read as follows: 

3 3. The director ~hs%%-ha~e-ehe-~ower-to may destroy a~y 
4 a~d-a%% useless records and a%% returns, reports, and 

5 communications of any taxpayer filed with or kept by the 
6 department after ~tteh those returns, records, reports, or 
7 communications she%% have been in the custody of the 

8 department for a period of not less than Ei~e three years, 

9 ~revided,-however, or such time as the director prescribes by 

10 rule. However, after the accounts of afty a person ~ha%% have 

11 been examined by the director and the amount of tax and 
12 penalty due shs%% have been finally determined, theft the 

13 director may order the destruction of any records previously 
14 filed_by sttch that taxpayer, notwithstanding the fact that 

15 ~tteh those records ~ha%% have been in the custody of the 
16 department for a period less than Eive three years. Sttch 

17 These records and documents shall be destroyed in sttch the 
18·manner a~-sha%%-be prescribed by the director. 

19 Sec. 7. Section 422.73, Code 1985, is amended by adding 
20 the following new subsection: 

21 NEW SUBSECTION. Notwithstanding subsection 2, a claim for 
22 credit or refund of the income tax paid is considered timely 
23 if the claim is filed with the department on or before June 
24 30, 1986, if the taxpayer's federal income tax was forgiven 

25 under section 692(c) of the Internal Revenue Code of 1954 
26 because the taxpayer died after November 17, 1978 as a result 

27 of wounds or injury incurred due to military or terroristic 
28 action outside the United States. To the extent the federal 

29 income tax was forgiven under section 692(c) of the Internal 
30 Revenue Code of 1954 for the tax year, the Iowa income tax is 
31 also forgiven. 
32 Sec. 8. Section 450.3, subsection 2, Code 1985, is amended 
33 to read as follows: 
34 2. By deed, grant, sale, gift or transfer made within 

35 three years of the death of the grantor or donor, which is not 
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1 a bona fide sale for an adequate and full consideration in 

2 money or money's worth and which is in excess of the annual 

3 gift tax exclusion allowable for each donee under section 
4 2503, subsections a £ and e of the Internal Revenue Code of 

5 1954 as defined in section 422.3. If both spouses consent, a 

6 gift made by one spouse to a person who is not the other 

7 spouse is considered, for the purposes of this subsection, as 

8 made one-half by each spouse under the same terms and 

9 conditions provided for in section 2513 of the Internal 

10 Revenue Code of 1954 as defined in section 422.3. 

11 

12 

13 

14 

15 
16 

17 

Sec. 9. Section 1 of this Act is retroactive to January 1, 

1984 for tax years beginning on or after that date. 

Sec. 10. Sections 3, 4, and 5 of this Act are retroactive 

to January 1, 1985 for tax years beginning on or after that 

date. 

Sec. 11. Section 8 of this Act is retroactive to July 1, 

1984 for estates of persons dying on or after that date. 
18" Sec. 12. This Act, being deemed of immediate importance, 

19 takes effect from and after its publication in 

20 , a newspaper published in -----------------' 
21 Iowa, and in ------------------------' a newspaper published in 

22 ------------------' Iowa. 
23 EXPLANATION 
24 Section 1 of this bill updates the references to the 

25 Internal Revenue Code to incorporate the Tax Reform Act of 
26 1984 for individual and corporate income tax, franchise tax 

27 and inheritance tax. This section 
28 1, 1984 for tax 

29 Section 2 of 

years beginning on 

this bill allows a 

is retroactive to January 

or after that date. 

refund of individual income 

30 tax paid on unemployment compensation benefits in 1979 which 

31 were attributable to weeks of unemployment before December l, 

32 1978. The Tax Reform Act of 1984 excluded this income from 

33 federal income tax and allowed a refund of the federal income 
34 tax. Iowa has a three-year statute of limitations to claim a 
35 refund and this bill extends this statute of limitations for 
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1 those affected persons who file an Iowa claim for refund on or 

2 before June 30, 1986. 

3 Sections 3, 4, and 5 of this bill establish a tax period of 
4 less than twelve months for corporate income tax and franchise 

5 tax. In certain circumstances where there are mergers of one 
6 corporation into another or an acquisition of one corporation 

7 by another or for certain types of reorganizations the 
8 Internal Revenue Code requires a short period return be filed. 

9 The Internal Revenue Code also establishes a due date for the 
10 short period return which is different than the normal federal 

11 due date of two and one-half months after the close of the tax 
12 period. These sections establish the requirement that a short 

13 period Iowa return be filed when a short period federal return 
14 is filed and establish a due date that is consistent with the 

15 normal Iowa due date of forty-five days after the federal due 
16 date. These sections are retroactive to January 1, 1985 for 

• 

17 tax years beginning on or after that date. • 
18· Section 6 of this bill changes the period of time that 

19 records have to be in. custody of the department before they 
20 can be destroyed. The time period is changed from five years 

21 to three years or such longer or shorter time as the director 

22 may determine by rule. 
23 Section 7 of this bill allows a refund of individual income 
24 tax if the federal income tax was forgiven under section 
25 692(c) of the Internal Revenue Code because the taxpayer died 
26 after November 17, 1978 as a result of wounds or injury 

27 incurred due to military or terroristic action outside the 
28 United States. Iowa has a three-year statute of limitations 

29 to claim a refund and this bill extends this statute of 
30 limitations for those affected taxpayers if an Iowa refund 

31 claim is filed on or before June 30, 1986. 
32 Section 8 of this bill corrects an erroneous reference to 
33 the Internal Revenue Code in section 450.3, subsection 2, 
34 which relates to the taxation of gifts made within three years 
35 of death. The correct reference should be to section 2503(b) 

-s-
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1 rather than 2503(a) of the Internal Revenue Code. This bill 

2 also specifically permits a husband and wife to make split 

3 gifts. Section 450.3, subsection 2, is not clear on this 

4 point. The bill would conform the inheritance tax treatment 

5 with the federal gift tax law which allows a $10,000 annual 

6 exclusion per donee from gift tax. The bill would also permit 

7 a husband and wife to split a gift and treat it as being made 
8 one-half by each spouse. This section is retroactive to July 

9 1, 1984 for estates of persons dying on or after that date. 

10 

ll 

12 

13 

14 

15 

• 16 

• 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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SENATE FILE 561 

AN ACT 

RELATING TO TAXATION BY UPDATING REFERENCES TO THE INTERNAL 

REVENUE CODE: PROVIDING FOR A REfUND OF INDIVIDUAL INCOME 

TAX FOR THE 1979 TAX YEAR RESULTING FROM THE INCLUSION OP 

UNEMP~~MENT BENEFITS: MAKING TECHNICAL CORRECTIONS TO THE 

INDIVIDUAL AND CORPORATE INCOME TAX CONCERNING THE CREDIT 

FOR INCREASING RESEARCH ACTIVITIES IN THE STATE; ELIMINATING 

THE REQUIREHEUT THAT THE ELECTION CAMPAIGN FUND AND PISH AND 
CAKE PROTECTION FUND CHECKOFFS BE ON THE FACE OF THE RETURN 

IMMEDIATELY ADOVE THE SIGNATURE LINE; PROVIDING A DUE DATE 
OF CORPORATE INCOME TAX AND FRANCHISE TAX RErURNS UNDER 

CERTAIN CONDITIONS: ALLOWING FOR THE DESTRUCTION OF ALL 

USELESS RECORDS AND REPORTS AND otHER PAPERS FILED BY TAX

PAYERS AFTER CERTAIN PERIODS OF TIME AFTER THE PILING OF 

THESE REPORTS WITH THE DEPARTMENT OF REVENU£1 PROVIDING FOR 

A REPUND OF INDIVIDUAL INCOME TAX WHERE THE TAXPAYER 01&0 

APTER NOV£HBER 17, 1978 AS A RESULT OF WOUNDS OR INJURY 

INCURRED DUE TO ~lLITARY OR TERRORISTIC ACTION OUTSIDE ~HE 
UN[TEO STATES; MAKINO TECHNICAL CORRECT[ONS TO THE INHERI

TANCE TAX CONCERNING THE TAXATION Of GIFTS MADE WITHIN 7HREE 
YEARS OF DEATH; AND PROVIDING EFFECTIVE DATES. 

B~ IT ENACTED BV THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

Section 1. Section 56.18, subsection 1, Code 198S, is 
amended to read as follows: 

1. Any person whose state income tax 1iabLlity for any 

taxable year ia one dollar or moco may direct that one dollar 

of such liability be paid over to the Io~a election campalqn 

fund when submlttlnq the person's state lnco~e tax retucn to 

the department of revenue, In the case of a joint return of 

husband and wife havin~ a state lrtcome tax ll~bility of two 

dollars or more, each spouse mdy dir~ct that one dollar be 

-
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paid to the fund. The director of revenue shall ~eYi5e dra_g_ 
the income tax form to provide ~pac~s on the-faee-~f the tax 

return end-t~~ediately-~bo•e-the-3ig"at~~P--linea ~hich the 

taxpayer may use to desl9nate that contrlbutlons made under 
this section be credited to a specified political party as 

defined by section 43.2, or to the Iowa election campal9n fund 
as a contribut1on to be shared by all such political parties 

in the manner prescribed by section 56.19. The form shall 
inform the taxpayer of the consequences of the choices 

provided under thla section, but this information may be 
contained in a footnote or other suitable form if the director 
of revenue finds it Is not fea9ible to place the information 
imMediately above the siqnature line. 

Sec, 2. Section 107.16, unnumbered paragraph 3, Code 1985. 
ia amended to read as follows: 

The director of revenue shall re•tse drajl~ the income tax 
form to allow the deslgnatlon of contributions to the state 

fish and game protection fund on ~he-faee-of the tax return 
and-aheye-the-si~"at~re-li"es. 

Sec. 3. Section 422.3, subsection 5, Code 198S, is amended 
to read as follows: 

s. "Internal Revenue Code of 1954~ means the Internal 

Revenue Code of 1954, as amended to and including January 1, 
H84 l98S. 

Sec. 4. Sectlon 422.7. Code 1985, is amended by addin9 the 
followin9 new subsection: 

~~W SUBSEC7lON. 20. Subtract the unemployment 

compensation benefits for tax years beginning on January 1. 

1979 to the extent those benefits had been included ln net 

incomP. on a return filed before Janu~ry 1. 1981 and were 

excluded from income under Act section 1075 of the Tax Reform 

Act of 1984. Notwithstanding the statute of limitations 
sp~cifled in section 422.7), subsection 2, taxpayers who would 

be barred fro~ claiming a refund or credit from an overpayment 

resulting from the chan9e made by Act section 1075 of the Tax 

Reform Act of 1984 are entitled to receive a refund or credit 

f/1 
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if they tile a clai~ ~lth the department on or before June JO, 

1986. 
Sec. 5. Section 422.10, unnumbered para9raph 1, Code 1985, 

ls amended to read as !ollo~s: 
The taxes imposed under this division shall be reduced by a 

state tax credit tor increasinq research activities in this 
state. For individuals, the credit shall equal slx and one

half percent o! the state's apportioned share of the 
qualifying expenditures for increasln9 research activities. 
The state's apportioned share of the qualifying expenditures 
for increasinq research activities is a percent equal to the 
ratio of qualified research expenditures in this state to 
total qualified research expenditures. For purposes o( this 
section, an individual may claim a research credit for 
qualifyinq research expenditures incurred by a partnership, 
subchapter S corporation, and estate or trust electing to have 
the income taxed directly to the individual. The amount 
claimed by the individual shall ba based upon the pro rata 
share of the individual's earnings of a partnership, 
subchapter S corporation, or estate or trust. For purpose& of 
this section, "qualifying expenditures for lncreaalnq research 
activitles" means the qualifying expenditures as defined for 
the federal credit for increasing research activities computed 
under aection 30 of the Internal Revenue Code of 19~4, as 
a~ended to and lncludin9 January 1, 1983. The res~arch 
activities credit is applicable ~or taxable years beglnnlni 
after December 31, 1985 to the ~ame extent that the credit is 
!£~11cable for federal income tax purposes for taxable years 
beqlnninq after December Jl 1 198S. 

S~c. 6. Section 422.21, unnumbered paragraph 1, Code 198S, 
ls amended to read as follo~s: 

Returns shall be in aach the form as the director may, from 
time to time, prescribe, and shall be filed ~lth the 
department on or before the last day of the fourth month after 
the e~plration of the tax year except that co-operative 
associations as defined ln aectlon 60721d) of the Internal 

Senate File 561, p. 4 

Revenue Code of l9S4 shall file their returns on or before the 
fifteenth day of the ninth month following the close of the 

taxable year. ll, under the_.~~~.!.!."l~.L~!~~-~~-e Code of 19S4, a 
£9.!_po_r~t Lon is reguir~~-~-~.!...!.!_~-~~~~!.!'.....£<.?Ye_r !ng a tax per Lod 
£L]._'t_!~s __ than twelve months, t~~!~ __ sta~_!__!_~_turn shall be for the 

!~!!!!..._.E_eriod and shall be d.~.~!... for~_L~_!_~~.E:~..l.! a_fter the due 
date of the federal t~~~..!:.~.!!'!...!..~cludl£!g_~!'j' __ _!!xt~~slon ~I 
time to file. In case of sickness, absence, or other 
disability, or whene•er if good cause exists, the director may 
allo~ further tlme for fllinq returns. The director shall 
cause to be prepared blank forms for sai~ the returns and 
shall cause them to be distributed throu9hout the state and to 
be furnished upon appltcation, but failure to receive or 
secure the form s"all does not relieve the taxpayer from the 
ebli,atiens obligation of ~aklnq any ~ return he~eln that le 
required, The department may as far as consistent vlth th~ 
prevlslons-of the Code so draft income tax forma as to conform 
to the income tax for~s of the internal revenue department of 
the United States 9overnment. Each return by a taxpayer upon 
whom a tax is imposed by section 422.5, subsection 7, shall 
show the county of the residence of the taxpayer. 

Sec. 1. Section 422.33, subsectionS, unnumbered paraqraph 
1, Code 198S, la amended to read a!l followst 

The taxes i~posed under this divlslon shall be reduced by a 
state tax credit for increasing res~arch activities in this 
state equal to slx and one-half percent of the state's 
apportioned share of the qualifying expenditures tor 
increasing research activities. The st~te's apportioned share 
of the qualifylnq expenditures for increaslnq research 
activities is a percent equal to the ratio of qualified 
research e~pendltures in this state to the total qualified 
research expenditures. For purposes of this subsection, 
''quallfyinq expenditures for lncreas1nq research activities'" 
means the qualifyinq expenditures as defined for the federal 
credit Cor incrP.aflln9 re~~arch activities computed under 
section 30 of the Internal Revenue Code of 1954, as amended to 

e 
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and Lncludlnq January 1, 1983. The r~aearc~ activities credit 

is appli~able for taxable years b~lnnlng after Dece~~~ 
1985 to the same e~tent that the credit ls applicable for 
fede_~al income tax purposes for taxable J:.!!ara beqlnnlnq after 
December Jl, 1985. 

Sec. 8. Sectlon 422.61, subsection 2, Code 1985, is 

amended to read as follows: 
2. "Taxable year" means the calendar year or the fiscal 

year ending during a calendar year, for which the tax ls 
payable. ''Fiscal year" includes a tax period of less than 

twelve months 1!, under the Internal Reven~e Code of 1954, a 
corporation is required to file a tax return cov~rl~~~ 
period of less than twelve months. 

Sec. 9. Section 422.62, Code 1985, is anended to read as 
follows 1 

422.52 WHEN DUE. 

7he franchise tax is du~ and payable on the first day 
following the end of the taxable year of each financial 
institution, and is delinquent after the last day of the 
fourth month following the due date ~r forty-five days after 
the due date of the federal tax return, excluding extensions 
of tl~to fl~e, whichever ls the later. Every financial 
institution ahall file a return as prescribed by the director 
on or before the delinquency date. ~"e-pro•isio~s-of-thta 

~his section shall-beco~e is effective for all taxable years 
ending on or after January 1, 1970. As to flocal years ending 
prior to May 9, 1970, the time Cor filing a return is extended 
to the last day of the fourth month following s~eh that date. 

Sec. 10. Section 422.68, subsection 3, Code 1985 1 is 
amended to read as followst 

J. The director shall-have-the-power-to ~ destroy any 
and-all useless records and all returns, reports, and 
cornmunicatlona of any taxpayer filed with or kept by the 
department after sueh tho~ returns, records, reports, oc 
communications shail have been ln the custody of the 
department for a period of not less than five three year&T 

-
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pro•idelh-howt!'•err 2.!..__~~-t.! .. ~ tf!l.e_<!!L~-~-~ ~~-i rector pcl!scrlb~s by 
·'-'!...~!:.~-- tf.<?~~v&r, after the accounts of any ! person shaH have 
been exat~~ined by the director and the amount of tax and 
penalty due shaH have been finally deterii\Lned, theft the 
director may order the destruction of any records previously 
filed by sue" that taxpayer~ notwithstandlnq the fact that 
adeh those records shali have bel!n ln the custody o! the 
department for a pl!rlod 1P.B9 than fi•e !h!!! years. 9deh 
These records and documents shall be destroyed in sde" th~ 
manner as-9hall-be prescribed by the director. 

Sec. 11. Section 422.73, Code 1985, is amended by adding 
the following new subsection: 
~~~~~~· Notvithstandinq subsection 2, a claim foe 

credit or refund of the inco~e tax paid is considered timely 
it the claim la filed with the department on or before June 
JO~ 1986, lf the taxpay~r's federal tncome tax was forqlven 
under section 692(c) of the Internal Revenue Code of 1954 
because the taxpa~er died after November 17, 1978 as a result 
ot wounds or lnjury incurred due to military or terroristic 
action outside the United States. To the eKtent the federal 
income tax was forgiven under section 692(c) of the Internal 
Revenue Code o! 1954 for the tax year, the Iowa income tax is 
also focqlven. 

Soc. 12. Section 4SO.J, subsection 2, Code 198S, is 
amended to read as follow9: 

2. By deed, grant, sate, gift or transfer made within 
three years of the death o~ the grantor or donor, which is not 
a bona fide sale for an adequate and full consideration ln 
money or money'9 worth and which is 1n excess of the annual 
gift tax exclu~ion allowable for each donee under section 
2503, subsections a ~ and e of the Internal Revenue Code of 

1954 as deflMd ln section 422.J. !.C~t:!2th SP~~?....u~~~Lc:.onsent,_~ 

g_l_~~-l!'a_~~--~~SJ?.'9.¥~~ to a pe_~~n who i_!"_!l.t?.~~_J·'2e othe.!_ 

!£2U~!...._1s con~.t~~.!!.~~----t~.~ _.P':l~~EO~~-s- .. ~~- .. ~_his aubsec~ 1onL....!! 

~-~.!!:-~ ~~'!-.~ J:l~ ~-~~-~~ch ~ ~ ..P'?~l!!! ~ ·-under ~-~-~- !~«! t'!_!~l!l.!_~.<l 
£.~<:!~1-~_! 2_~___.2!._ ov !..<!!~--~or i n~E!~!2!!.__2J_!l_o_!___~ ~.! ... ; fl_~!!_~na 1 

Revenu.!!._'2_o~e: . of_. ~-?-~~~_!_i ne~~-~-~~~!..1?~~ ~~~!J-=..1!. 
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sec. 13. Section 3 of this Act is retroactive to January 
1, 1984 for tax years beginning on or after that date. 

Sec. 14. Sections 1, 2, 5, 6, 7, 8, and 9 of this Act are 
retroactive to January 1, 1985 for tax years beginning on or 
after that date. 

Sec. 15. Section 12 of this Act is retroactive to July 1, 

1984 for estates of persons dying on or after that date. 

Sec. 16. This Act, being deemed of immediate importance, 
takes effect from and after its publication in the Dallas 

County News, a newspaper published in Adel, Iowa, and in The 
Lamoni Chronicle, a newspaper published in Lamoni, Iowa. 

ROBERT T. ANDERSON 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 561, Seventy-first General Assembly. 

ApprOVed -~<--...!<!:.--+--2«--(JLL-- , 19 8 5 

TERRY E. BRANSTAD 
Governor 

K. MARIE THAYER 
Secretary of the Senate 
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