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A BILL FOR 

1 An Act updating the Iowa Code references to the Internal Revenue 
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S.F. H.F. 

1 Section 1. Section 15.335, unnumbered paragraph 1, Code 

2 Supplement 1999, is amended to read as follows: 

3 An eligible business may claim a corporate tax credit for 

4 increasing research activities in this state during the period 

5 the eligible business is participating in the program. The 

6 credit equals six and one-half percent of the state's 

7 apportioned share of the qualifying expenditures for 

8 increasing research activities. The state's apportioned share 

9 of the qualifying expenditures for increasing research 

10 activities is a percent equal to the ratio of qualified 

11 research expenditures in this state to total qualified 

12 research expenditures. The credit allowed in this section is 

13 in addition to the credit authorized in section 422.33, 

14 subsection 5. If the eligible business is a partnership, 

15 subchapter S corporation, limited liability company, or estate 

16 or trust electing to have the income taxed directly to the 

17 individual, an individual may claim the tax credit allowed. 

18 The amount claimed by the individual shall be based upon the 

19 pro rata share of the individual's earnings of the 

20 partnership, subchapter S corporation, limited liability 

21 company, or estate or trust. For purposes of this section, 

22 "qualifying expenditures for increasing research activities" 

23 means the qualifying expenditures as defined for the federal 

24 credit for increasing research activities which would be 

25 allowable under section 41 of the Internal Revenue Code in 

26 effect on January 1, 1999 2000. 

27 Sec. 2. Section l5A.9, subsection 8, unnumbered paragraph 

28 2, Code Supplement 1999, is amended to read as follows: 

29 For the purposes of this section, "qualifying expenditures 

30 for increasing research activities" means the qualifying 

31 expenditures as defined for the federal credit for increasing 

32 research activities which would be allowable under section 41 

33 of the Internal Revenue Code in effect on January 1, 1999 

34 2000. The credit authorized in this subsection is in lieu of 

35 the credit authorized in section 422.33, subsection 5. 
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S.F. ____ H.F. 

Sec. 3. Section 422.3, subsection 4, Code Supplement 1999, 

is amended to read as follows: 

4. "Internal Revenue Code" means the Internal Revenue Code 

4 of 1954, prior to the date of its redesignation as the 

5 Internal Revenue Code of 1986 by the Tax Reform Act of 1986, 

6 or means the Internal Revenue Code of 1986 as amended to and 

7 including January 1, ~999 2000, whichever is applicable. 

8 Sec. 4. Section 422.10, unnumbered paragraph 1, Code 

9 Supplement 1999, is amended to read as follows: 

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

11 state tax credit for increasing research activities in this 

12 state. For individuals, the credit equals six and one-half 

13 percent of the state's apportioned share of the qualifying 

14 expenditures for increasing research activities. The state's 

15 apportioned share of the qualifying expenditures for 

16 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 

19 section, an individual may claim a research credit for 

20 qualifying research expenditures incurred by a partnership, 

21 subchapter S corporation, estate, or trust electing to have 

22 the income taxed directly to the individual. The amount 

23 claimed by the individual shall be based upon the pro rata 

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

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

26 this section, "qualifying expenditures for increasing research 

27 activities" means the qualifying expenditures as defined for 

28 the federal credit for increasing research activities which 

29 would be allowable under section 41 of the Internal Revenue 

30 Code in effect on January 1, ~999 2000. 

31 Sec. 5. Section 422.12B, subsection 1, Code 1999, is 

32 amended to read as follows: 

33 1. The taxes imposed under this division less the credits 

allowed under section 422.12 shall be reduced by an earned 

income credit equal to six and one-half percent of the federal 
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S.F. H.F. ---------

1 basie earned income credit aftd-~he-neai~n-iftSHraftee-eredi~ 

2 provided in section 32 of the Internal Revenue Code. Any 

3 credit in excess of the tax liability is nonrefundable. 

4 Sec. 6. Section 422.13, subsection 1, paragraph c, Code 

5 Supplement 1999~ is amended to read as follows: 

6 c. However, if that part of the net income of a 

7 nonresident which is allocated to Iowa pursuant to section 

8 422.8, subsection 2, is less than one thousand dollars the 

9 nonresident is not required to make and sign a return except 

10 when the nonresident is subject to the state alternative 

11 minimum tax imposed pursuant to section 422.5, subsection 1, 

12 paragraph "k". 

13 Sec. 7. Section 422.21, unnumbered paragraph 2, Code 

14 Supplement 1999, is amended to read as follows: 

15 An individual in the armed forces of the United States 

16 serving in an area designated by the president of the United 

17 States or the United States Congress as a combat zone or as a 

18 qualified hazardous duty area, or an individual serving in 

19 support of those forces, is allowed the same additional time 

20 period after leaving the combat zone or the qualified 

21 hazardous duty area, or after a period of continuous 

22 hospitalization, to file a state income tax return or perform 

23 other acts related to the department, as would constitute 

24 timely filing of the return or timely performance of other 

25 acts described in section 7508(a) of the Internal Revenue 

26 Code. For the purposes of this paragraph, "other acts related 

27 to the department" includes filing claims for refund for any 

28 tax administered by the department, making tax payments other 

29 than withholding payments, filing appeals on the tax matters, 

30 filing other tax returns, and performing other acts described 

31 in the department's rules. The additional time period allowed 

32 applies to the spouse of the individual described in this 

33 paragraph to the extent the spouse files jointly or separately 

34 on the combined return form with the individual or when the 

35 spouse is a party with the individual to any matter for which 
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S.F. H.F. 

the additional time period is allowed. Por-the-ptlrpo~e~-o£ 

th~~-para9raph7-the-fnternai-Reventle-eode-~haii-be-~nterpreted 

3 to-±nei~de-the-prov~~±on~-o£-P~b.-b.-No.-iez-z. 

4 Sec. 8. Section 422.33, subsection 5, unnumbered paragraph 

5 1, Code Supplement 1999, is amended to read as follows: 

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

7 state tax credit for increasing research activities in this 

8 state equal to six and one-half percent of the state's 

9 apportioned share of the qualifying expenditures for 

10 increasing research activities. The state's apportioned share 

11 of the qualifying expenditures for increasing research 

12 activities is a percent equal to the ratio of qualified 

13 research expenditures in this state to the total qualified 

14 research expenditures. For purposes of this subsection, 

15 "qualifying expenditures for increasing research activities" 

16 means the qualifying expenditures as defined for the federal 

credit for increasing research activities which would be 

allowable under section 41 of the Internal Revenue Code in 

19 effect on January 1, i999 2000. 

20 Sec. 9. RETROACTIVE AND APPLICABILITY. Sections 1 through 

21 5, 7, and 8 of this Act apply retroactively to January 1, 

22 1999, for tax years beginning on or after that date. 

23 Sec. 10. RETROACTIVE AND APPLICABILITY. Section 6 of this 

24 Act applies retroactively to January 1, 2000, for tax years 

25 beginning on or after that date. 

26 Sec. 11. EFFECTIVE DATE. This Act, being deemed of 

27 immediate importance, takes effect upon enactment. 

28 EXPLANATION 

29 This bill updates the references to the Internal Revenue 

30 Code to make the federal income tax revisions enacted by 

31 congress in 1999 applicable for Iowa income tax purposes. 

32 Code sections 15.335, 15A.9, 422.10, and 422.33 are amended 

33 to update the Iowa Code references to the state research 

activities credit for individuals, corporations, corporations 

in economic development areas, and corporations in quality 
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S.F. H.F. 

1 jobs enterprise zones to include the 1999 federal changes in 

2 the research activities credit. 

3 Code section 422.3 is amended to update the reference in 

4 the Iowa Code to January 1, 2000, to include the federal 

5 income tax revisions made by congress in the 1999 calendar 

6 year, making those revisions applicable for Iowa income tax 

7 purposes. 

8 Code section 422.l2B is amended to delete extraneous 

9 language relating to a health insurance credit from the 

10 statute for the earned income credit. 

11 Code section 422.13 is amended to require nonresident 

12 taxpayers to file state income tax returns if the taxpayers 

13 are subject to the alternative minimum tax. 

14 Code section 422.21 is amended to provide tax benefits to 

15 military personnel who serve in hazardous duty areas. 

16 All but one of the provisions in the bill apply 

17 retroactively to January 1, 1999, for tax years beginning on 

18 or after that date. The provision amending Code section 

19 422.13 relating to nonresident taxpayers applies retroactively 

20 to January 1, 2000, for tax years beginning on or after that 

21 date. 

22 The bill takes effect upon enactment. 
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STATE OF 

I 

TO: 

FROM: 

DATE: 

RE: 

DEPARTMENT OF REVENUE AND FINANCE 
GERALD D. BArR, DIRECTOR 

MEMBERS OF THE 2000 GENERAL ASSEMBLY 

THE IOWA DEPARTMENT OF REVENUE AND FINANCE 

NOVEMBER I, 1999 

THE BILL RELATING TO UPDATING THE IOWA CODE TO INCLUDE 
THE FEDERAL INCOME TAX CHANGES MADE IN 1999 AND PROVIDING 
EFFECTIVE AND RETROACTIVE APPLICABILITY DATES FOR THE 
PROVISIONS. 

This is the annual bill proposed by the Department of Revenue 
and Finance to include into.Iowa income tax law, the federal 
income tax changes enacted by Congress in 1999. The bill 
updates the provisions in the Iowa Code for the Iowa research 
activities credit to include possible revisions in the federal 
research credit, which is the basis for the Iowa research 
activities credits. The Iowa code section which defines the 
Internal Revenue Code for Iowa income tax purposes is also 
updated so that all the 1999 federal changes which affect the 
computation of Iowa net income for individuals and the 
computation of taxable income for corporate taxpayers are 
adopted. 

Congress enacted only one tax bill in 1999. This was the bill 
that created the Kosovo hazardous duty area and provided certain 
federal tax benefits for individuals who served in this area. 
Section 7 of this bill grants state tax benefits to persons who 
served in the Kosovo hazardous duty area and will provide state 
tax benefits to other persons who serve in areas designated in 
the future as hazardous duty areas. 

The bill removes language in the statute for the Iowa earned 
income credit relating to a health insurance credit that was 
previously deleted from the federal statute for that credit. 

The bill also provides that nonresidents of Iowa are required to 
file Iowa returns if the nonresidents are subject to Iowa 
alternative minimum tax even if the taxpayer's Iowa net incomes 
are less than $1,000. 

HOOVER STATE OFFICE BUILDING / DES MOINES, IOWA 50319 
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S.F. H.F. 

1 Section 1. Section 15.335, unnumbered paragraph 1, Code 

2 Supplement 1999, is amended to read as follows: 

3 An eligible business may claim a corporate tax credit for 

4 increasing research activities in this state during the period 

5 the eligible business is participating in the program. The 

6 credit equals six and one-half percent of the state's 

7 apportioned share of the qualifying expenditures for 

8 increasing research activities. The state's apportioned share 

9 of the qualifying expenditures for increasing research 

10 activities is a percent equal to the ratio of qualified 

11 research expenditures in this state to total qualified 

12 research expenditures. The credit allowed in this section is 

13 in addition to the credit authorized in section 422.33, 

14 subsection 5. If the eligible business is a partnership, 

15 subchapter S corporation, limited liability company, or estate 

16 or trust electing to have the income taxed directly to the 

17 individual, an individual may claim the tax credit allowed. 

18 The amount claimed by the individual shall be based upon the 

19 pro rata share of the individual's earnings of the 

20 l~rtncrship, subchapter S corporation, limited liability 

21 company, or estate or trust. For purposes of this section, 

22 "qualifying expenditures for increasing research activities" 

23 means the qualifying expenditures as defined for the federal 

24 credit for increasing research activities which would be 

25 allowable under section 41 of the Internal Revenue Code in 

26 effect on January 1, 1999 2000. 

27 Sec. 2. Section 15A.9, subsection 8, unnumbered paragraph 

28 2, Code Supplement 1999, is amended to read as follows: 

29 For the purposes of this section, "qualifying expenditures 

30 for increasing research activities" means the qualifying 

31 expenditures as defined for the federal credit for increasing 

32 research activities which would be allowable under section 41 

33 of the Internal Revenue Code in effect on January 1, 1999 

34 2000. The credit authorized in this subsection is in lieu of 

35 the credit authorized in section 422.33, subsection 5. 
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S.F. H.F. 

1 Sec. 3. Section 422.3, subsection 4, Code Supplement 1999, 

2 is amended to read as follows: 

3 4. "Internal Revenue Code" means the Internal Revenue Code 

4 of 1954, prior to the date of its redesignation as the 

5 Internal Revenue Code of 1986 by the Tax Reform Act of 1986, 

6 or means the Internal Revenue Code of 1986 as amended to and 

7 including January 1, i999 2000, whichever is applicable. 

8 Sec. 4. Section 422.10, unnumbered paragraph 1, Code 

9 Supplement 1999, is amended to read as follows: 

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

11 state tax credit for increasing research activities in this 

12 state. For individuals, the credit equals six and one-half 

13 percent of the state's apportioned share of the qualifying 

14 expenditures for increasing research activities. The state's 

15 apportioned share of the qualifying expenditures for 

16 increasing research activities is a percent equal to the ratio 

17 of qualified research expenditures in this state to total 

18 qualified research expenditures. For purposes of this 

19 section, an individual may claim a research credit for 

20 qualifying research expenditures incurred by a partnership, 

21 subchapter S corporation, estate, or trust electing to have 

22 the income taxed directly to the individual. The amount 

23 claimed by the individual shall be based upon the pro rata 

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

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

26 this section, "qualifying expenditures for increasing research 

27 activities" means the qualifying expenditures as defined for 

28 the federal credit for increasing research activities which 

29 would be allowable under section 41 of the Internal Revenue 

30 Code in effect on January 1, i999 2000. 

31 Sec. 5. Section 422.12B, subsection 1, Code 1999, is 

32 amended to read as follows: 

33 1. The taxes imposed under this division less the credits 

34 allowed under section 422.12 shall be reduced by an earned 

35 income credit equal to six and one-half percent of the federal 
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S.F. 

1 ba~ie earned income credit and-~h~-h~a±~h-~n~ttr~~~e-eredit 

2 provided in section 32 of the Internal Revenue Code. Any 

'3 credit in excess of the tax liability is nonrefundable. 

4 Sec. 6. Section 422.13, subsection 1, paragraph c, Code 

, 5 Supplement 1999, is amended to read as follows: 

6 c. However, if that part of the net income of a 

7 nonresident which is allocated to Iowa pursuant to section 

8 422.8, subsection 2, is less than one thousand dollars the 

9 nonresident is not required to make and sign a return except 

10 wh~n the nonresident is subject to the state alternative 

11 minimum tax imposed pursuant to section 422.5, subsection 1, 

12 paragraph "k". 

13 Sec. 7. Section 422.21, unnumbered paragraph 2, Code 

14 Supplement 1999, is amended to read as follows: 

15 An individual in the armed forces of the united States 

16 servi~g in an area designated by the president of the United 

17 States or the United States Congress as a combat zone or ~s a 

18 qualified hazardous duty area, or an individual servins in 

19 support of those forces, is allowed the same additional time 

20 period after leaving the combat zone or thr gualified 

21 hazardous duty area, or after a period of continuous 

22 hospitalization, to file a state income tax return or perform 

23 other acts related to the department, as would constitute 

24 timely filing of the return or timely performance of other 

25 acts described in section 7508(a) of the Internal Revenue 

26 Code. For the purposes of this paragraph, "other acts related 

27 to the department" includes filing claims for refund for any 

28 tax administered by the department, making tax payments other 

29 than withholding payments, filing appeals on the tax matters, 

30 filing other tax returns, and performing other acts described 

31 in the department's rules. The additional time period allowed 

32 applies to the spouse of the individual described in this 

33 paragraph to the extent the spouse files jointly or separately 

34 on the combined return form with the individual or when the 

35 spouse is a party with the individual to any matter for which 
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S.F. H.F. 

1 the additional time period is allowed. por-~he-pttrpo~e~-o£ 

2 ~h±~-para9raph7-~he-fn~ernai-Reventte-eode-~haii-be-±n~erpre~ed 

3 ~o-±neitlde-~he-prov±~±on~-o£-Ptlb~-b~-N~~-ie~-~~ 

4 Sec. 8. Section 422.33, subsection.5, unnumbered paragraph 

5 1, Code Supplement 1999, is amended to read as follows: 

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

7 state tax credit for increasing research activities in this 

8 state equal to six and one-half percent of the state's 

9 apportioned share of the qualifying expenditures for 

10 increasing research activities. The state's apportioned share 

11 of the qualifying expenditures for increasing research 

12 activities is a percent equal to the ratio of qualified 

13 research expenditures in this state to the total qualified 

14 research expenditures. For purposes of this subsection, 

15 "qualifying expenditures for increasing research activities" 

16 means the qualifying expenditures as defined for the federal 

17 credit for increasing research activities which would be 

18 allowable under section 41 of the Internal Revenue Code in 

19 effect on January 1, i999 2000. 

20 Sec. 9. RETROACTIVE APPLICABILITY. Sections 1 through 5, 

21 7, and 8 of this Act apply retroactively to January 1, 1999, 

22 for tax years beginning on or after that date. 

23 Sec. 10. RETROACTIVE APPLICABILITY. Section 6 of this Act 

24 applies retroactively to January 1, 2000, for tax years 

25 beginning on or after that date. 

26 Sec. 11. EFFECTIVE DATE. This Act, being deemed of 

27 immediate importance, takes effect upon enactment. 

28 EXPLANATION 

29 This bill updates the references to the Internal Revenue 

30 Code to make the federal income tax revisions enacted by 

31 congress in 1999 applicable for Iowa income tax purposes. 

32 Code sections 15.335, 15A.9, 422.10, and 422.33 are amended 

33 to update the Iowa Code references to the state research 

34 activities credit for individuals, corporations, corporations 

35 in economic development areas, and corporations in quality 

-4-



S.P. ~~" H.t'. 

1 Jobs enterprise zones to include the 1999 feder&1 changes in 

2 the research ac~ivities credit. 

3 Code section 422.3 is amended to update the reference in 

4 the Iowa Code to Jar~ary 1, 2000, to inclu~e the federal 

5 iocome tax revisions made by congress in the 19;9 calendar 

6 year, making those ~evisions applicable for Iowa income tax 

7 purposes. 

8 Code section 422.12B is amended to delete extra~eou~ 

9 language relati~g tc a health insurance credit from the 

10 statute for the earned income credit. 

11 Code section 422.13 is amended to require nonresident 

12 taxpayers to file state income tax returns if t~e taxp2yers 

13 are subject to the a~ternative minimum tax. 

14 Code section 422.21 is amended to provide tax benefits to 

15 military personnel who serve in hazardous duty areas. 

16 All but one of the provisions in the bill apply 

17 retroactively to Jan~ary 1, 1999, for tax years beginning on 

18 or after that date. The provision amending Code section 

19 422.13 relating to nonresident taxpayers applies retroactively 

20 co January 1, 2000, for tax years beginning on or after that 

21 date. 

22 The bill takes effect upon enactm~nt. 
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HOUSE CLIP SHEET MARCH 29, 2000 Page 110 

SENATE FILE 2424 
8-8635 

1 Amend Senate File 2424, as passed by the Senate, as 
follows: 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 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 

1. Page 4, by inserting after line 19 the 
following: 

"Sec. Section 426A.ll, subsection 2, Code 
Supplemen~999, is amended to read as follows: 

2. The property, not to exceed one thousand eight 
hundred fifty-two dollars in taxable value of an 
honorably separated, retired, furloughed to a reserve, 
placed on inactive status, or discharged veteran,-a~ 
defi~ed-i~-~eetio~-357t. For the purposes of this 
subsection, "veteran" means any resident of this state 
who served on active duty in the armed forces of the 
United States at any time after November 11, 1918, and 
was discharged under honorable conditions. 

Sec. Section 426A.12, subsections 1, 2, and 
3, Code Supplement 1999, are amended to read as 
follows: 

1. The spouse, or survIvIng spouse remaining 
unmarried, of a veteran, as defined in section 357t 
426A.ll, subsection 2, where they are living together 
or were living together at the time of the death of 
the veteran. 

2. The parent whose spouse is deceased and who 
remains unmarried, of a veteran, as defined in section 
357t 426A.ll, subsection 2, whether living or 
deceased, where the parent is, or was at the time of 
death of the veteran, dependent on the veteran for 
support. 

3. The minor child, or children owning property as 
tenants in common, of a deceased veteran, as defined 
in section 357t 426A.ll, subsection 2. 

Sec. Section 426A.12, unnumbered paragraph 2, 
Code Supplement 1999, is amended to read as follows: 

No more than one tax exemption shall be allowed 
under this section or section 426A.ll in the name of a 
veteran, as defined in section 357t 426A.ll, 
subsection 2. 

Sec. STATE MANDATE FUNDING. The military 
service tax exemptions and credits provided in this 
Act shall be funded pursuant to chapter 426A to the 
extent of six dollars and ninety-two cents per 
thousand dollars of the assessed value of the exempt 
property." 

2. Title page, line 4, by inserting after the 
word "areas," the following: "defining veteran for 
purposes of the military service property tax 
exemption,". 

3. By renumbering as necessary. 
By RICHARDSON of Warren 

8-8635 FILED MARCH 28, 2000 
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SENATE r:LE 2424 

AN AC~ 

UP~A~:NG THE :OWA CO~E RSFERE~CES '~O ~HE INTERNAL REVE~uE 

CODE, AMENDING THE EARNED INCOME CREDIT, &~ENDING 

REQuI~EMENTS ?OR NONRESIDENT TAXPAYERS, PROV:J~~G TAX 

BENEFITS TO MI~ITARY PERSONNEL :N HAZARDOUS DUTY AREAS, 

AND PROVIDING EFfECTIVE AND RETROACTIVE APPLICABILITY DATES. 

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

Section 1. Sect:on 15.335, unnumbered paragraph 1, Code 

Supplement 1999, is amended to read as follows: 

An eligible business may c:aim a corporate tax credit for 

increasing research activities in this state duri~g the period 

the eligible business is participating in the program. The 

credit equals 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 rat:o of qualified 

research expenditures :n this state to total qualif:ed 

research expenditures. The credit allowed :n this section is 

in addition to the credit authorized in section 422.33, 

subsection 5. If the eligible business is a partnership, 

subchapter S corporation, limited liability company, or estate 

or trust electing to have the income "axed directly to the 

individual, an individual may claim the tax credit allowed. 

The amount claimed by the individual shall be based upon the 

pro rata share of the individual's earnings of the 

partnership, subchapter S corporation, ~imited liability 

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

"qualifying expenditures for increasing research activities" 

means the qualifying expenditures as defined for the federal 

c~edit for increasing research activ:ties which would oe 

~ 

Senaee ?ile 2424, ~. ~ 

a::o~able under sec~:on 41 of the Interna: ~evenue Code :0 

effec: on January:, ::999 2000. 

Sec. 2. Sect_on 15A.9, subsection 8, unnUMbered paragrapn 

2, Code Supple~ent :999, is amended co read as ~ollows: 

For the pur~oses of this section, "qualifying expe~di=ures 

for i~creas~ng research activities" ~eans the qualifying 

expendi:ures as defined for the federa: credit for increasing 

research activities which would be allowable under sec::on 41 

of the Inter~al ~evenue Code in effect on January 1, t999 

2000. The credit authorized in this subsection is in lieu of 

the credit authorized i~ section 422.33, subsection 5. 

Sec. 3. Section 422.3, subsection 4, Code Supplement 1999, 

is amended to read as follows: 

4. "Internal Revenue Code" means the Internal Revenue Code 

of 1954, prior ~o the date of its redesignation as the 

:nterna: Reve~ue Code of 1986 by the ~ax Reform Act of 1986, 

or means the :nternal Revenue Code of 1986 as amended to and 

including January 1, i,999 2000, whichever is appLcable. 

Sec. 4. Section 422.10, unnumbered paragraph 1, Code 

Supplement 1999, is a~ended to read as fol:ows: 

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 equa:s 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 

qualifyi~g research expenditures incurred by a partnership, 

subchapter S corporation, estate, or crust electing to have 

the income taxed directly to the individual. The amoun: 

claimed by the individual shall be based upon the pro rata 

share of the individual's earnings of a partnership, 

en 
." 

N 
~ 
N 
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Senate ?ile 2424, p. 3 

subc~apter S corporat~on, estate, ~r trust. For purposes of 

this section, "qualifying expenditures for increasing research 

act:vities" ~eans the qua:i:ying expenditures as de:ined for 

:he federa! credi= for increasing research ac~:v!t~es ~h~ch 

would be a:lowable under section 41 of the :nternal ~evenue 

Code in effect on ~ar.uary 1, %999 2000. 

Sec. 5. Sect:o:,\ 422.123, subsection 1, Code :999, is 

amended to read as fol:ows: 

l .. The taxes imposed under this division less the credits 

a1:owed under section ~22.i2 sha:l be reduced by an earned 

income credit equal to sox and one-half percent of the federal 

be~±e earned income credit eno-~~e-hee~~h-±n~~~enee-e~ed±e 

provided in section 32 of the Inte~nal Revenue Code. Any 

credit in excess of the tax liability is nonrefundable. 

Sec. 6. Section 422.13, subsection 1, paragraph c, Code 

Supplement 1999, is a~er.ded to read as fol:ows: 

c. However, if that part of the net income of a 

nonresident whiCh is allocated to Iowa pursuant to section 

~22.8, subsection 2, is less than one thousand dollars the 

nonresident is not required to make and sign a return except 

when th."n--".:9~_re5:dent is suoject to the state alternative 

:ninil~~_ tax imoosed oursuar.t co sect:on 422. '), subsection 1, 
oaragraph I'k". 

Sec. 7. Section 422.21, unnumbered paragraph 2, Code 

Supplement 1999, is amended to read as follows: 

An individual in the armed forces of the United States 

serving in an area designated by the president of the United 

States or the United States Congress as a combat zone or as a 

~alified hazardous duty area, or an individual serving in 

support of. those forces, is allowed the same additional time 

period after leaving the combat zone or the guali:ied 

haz~~dous duty area, or after a period of continuous 

hospitalization, to ::le a sta~e income tax return or pe~form 

other ac~s related to the department, as would constitute 

timely fi:ing of the ret~rn or timely performance of other 
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ac~s described in section 7508(a) 0: the rnterna: Revenue 

Code. For the purposes of this paragraph, "other ac~s re:a:ed 

to the depart~ent" includes fi!:ng clai~s for refund for a~y 

tax admin:stered by ~he department, ma~inq ~ax pa~en~s ot~er 

than ~ithhold:ng payments, fi:ing appeals on the tax ~a~~ers, 

fi:ing other tax returns, and performing other acts descr:~ed 

in the department's rules. The additional time period a::o~ed 

applies to the spouse of the ir.dividual descrlbed in tn:s 

paragraph to the extent the spouse fi!es ;ointly or separate:y 

on the combined return form vith the individual or ~hen tne 

spouse is a party with the individual to any matter for which 

the additional time period is allowed. Por-ehe-p~~?o~e~-~~ 

~h±~-pe~e9~ep~7-~~e-~~te~~e~-Re~en~e-eode-she~~-be-~n~e~?~e~eo 

~o-~ne~~oe-the-pro~~s±ons-of-Ptto.-b.-No.-~a~-r. 

Sec. 8. Section 422.33, subsection 5, unnumbered paragraph 

1, Code Supplement :999, is amended to read as follows: 

rhe taxes imposed under this division 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 

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 qualif:ed 

research expenditures in this state to the total qual:fied 

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 whioh would be 

allowable under section 41 of the Internal Revenue Code i~ 

effect on January 1, 1999 2000. 

Sec. 9. RETROACTIVE APPLICABIL:TY. Sect:ons! through S, 

7, and 8 of this Act apply retroac~ively to ~anuary 1, 1999, 

for tax years beginning on or after that date. 

Sec. 10. RETROACTIVE APPLICABI~rTY. Sec::or. 6 0: this Ac: 

app:ies retroactlvely to ~anuary 1, 2000, for tax years 

beginning on or after that date. 

io 
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Sec. 11. EF?ECTIVE JA~E. This Act, being deened ~: 

i:mnediate importance, takes effec~ upon enactlr.e:'.':. 

!I.AR Y E. KRAMER 

?resident of :he Senate 

BRENT SIEGRIST 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

is known as Senate File 2424, Seventy-eighth Genera" Assembly. 

M!CRAEL E. MARSP~LL 

Approved 
~~~ Secretary of toe Senate :10 ,2000 

T~OMAS J. V:LSACK 

Governor 
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