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S.F. ____ H.F. 

1 Section 1. Section 15.335, Code Supplement 1999, is 

2 amended to read as follows: 

3 15.335 RESEARCH ACTIVITIES CREDIT. 

4 1. An eligible business may claim a corporate tax credit 

5 for increasing research activities in this state during the 
6 period the eligible business is participating in the program. 
7 a. The credit equals s±x-aftd-ofte-ftai£-pereeft~-o£-~ne 
8 s~a~e~s-appor~±ofted-sftare-o£-~fte-qttai±£yiftg-expeftdi~ttres-£or 

9 iftereasiftg-researeft-ae~i~i~ies. the sum of the following: 

10 (1) Six and one-half percent of the excess of qualified 

11 research expenses during the tax year over the base amount for 

12 the tax year based upon the state's apportioned share of the 
13 qualifying expenditures for increasing research activities. 
14 (2) Six and one-half percent of the basic research 
15 payments determined under section 41(e)(1)(A) of the Internal 
16 Revenue Code during the tax year based upon the state's 

17 apportioned share of the qualifying expenditures for 

18 increasing research activities. 
19 The state's apportioned share of the qualifying 

20 expenditures for increasing research activities is a percent 
21 equal to the ratio of qualified research expenditures in this 
22 state to total qualified research expenditures. 
23 b. In lieu of the credit amount computed in paragraph "a", 

24 subparagraph (1), an eligible business may elect to compute 
25 the credit amount for qualified research expenses incurred in 

26 this state in a manner consistent with the alternative 

27 incremental credit described in section 41(c)(4) of the 

28 Internal Revenue Code. The taxpayer may make this election 
29 regardless of the method used for the taxpayer's federal 
30 income tax. The election made under this paragraph is for the 

31 tax year and the taxpayer may use another or the same method 

32 for any subsequent year. 

33 c. For purposes of the alternate credit computation method 

34 in paragraph "b", the credit percentages applicable to 

35 qualified research expenses described in clauses (i), (ii), 
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1 and (iii) of section 4l(c)(4)(A) of the Internal Revenue Code 

2 are one and sixty-five hundredths percent, two and twenty 

3 hundredths percent, and two and seventy-five hundredths 

4 percent, respectively. 

5 2. The credit allowed in this section is in addition to 

6 the credit authorized in section 422.33, subsection 5, and 

7 section 422.10. However, if the alternative credit 

8 computation method is used in section 422.33, subsection 5, or 

9 section 422.10, the credit allowed in this section shall also 

10 be computed using that method. 

11 3. If the eligible business is a partnership, sttbehep~e~ S 

12 corporation, limited liability company, or estate or trust 

13 electing to have the income taxed directly to the individual, 

14 an individual may claim the tax credit allowed. The amount 

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

16 share of the individual's earnings of the partnership, 

17 sttbehep~e~ S corporation, limited liability company, or estate 

18 or trust. 

19 4. For purposes of this section, aqtteli£yift9-expeftei~tt~es 

20 £o~-ifte~eesift9-~eSee~eh-ee~i~i~iesa-meefts-~he-q~eli£yift9 

21 expeftei~~~es "base amount", "basic research payment", and 

22 "qualified research expense" mean the same as defined for the 

23 federal credit for increasing research activities whieh-wo~le 

24 be-elloweble under section 41 of the Internal Revenue Code ift 

25 e££ee~-Oft-aeft~e~y-i7-i999, except that for the alternative 

26 incremental credit such amounts are for research conducted 

27 within this state. For purposes of this section, "Internal 

28 Revenue Code" means the Internal Revenue Code in effect on 

29 January 1, 2000. 

30 5. Any credit in excess of the tax liability for the 

31 taxable year shall be refunded with interest computed under 

32 section 422.25. In lieu of claiming a refund, a taxpayer may 

33 elect to have the overpayment shown on its final, completed 

34 return credited to the tax liability for the following year. 

35 Sec. 2. Section l5A.9, subsection 8, Code Supplement 1999, 

-2-
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1 is amended to read as follows: 

2 8. CORPORATE TAX RESEARCH CREDIT. A corporate tax credit 
3 shall be available to the primary business or a supporting 

4 business for increasing research activities in this state 

5 within the zone. 

6 a. The credit equals ~hir~een-~ereen~-o£-~he-~~a~e~~ 

7 a~~or~ionee-~hare-o£-~he-qttaii£ying-ex~enei~ttre~-£or 
8 inereasing-researeh-ae~i~i~ie~. the sum of the following: 
9 (1) Thirteen percent of the excess of qualified research 

10 expenses during the tax year over the base amount for the tax 
11 year based upon the state's apportioned share of the 

12 qualifying expenditures for increasing research activities. 

13 (2) Thirteen percent of the basic research payments 

14 determined under section 4l(e)(1)(A) of the Internal Revenue 

15 Code during the tax year based upon the state's apportioned 
16 share of the qualifying expenditures for increasing research 
17 activities. 
18 The state's apportioned share of the qualifying 

19 expenditures for increasing research activities is a percent 
20 equal to the ratio of qualified research expenditures in this 

21 state within the zone to total qualified research 

22 expenditures. 
23 b. In lieu of the credit amount computed in paragraph "a", 
24 subparagraph (1), a business may elect to compute the credit 
25 amount for qualified research expenses incurred in this state 
26 within the zone in a manner consistent with the alternative 
27 incremental credit described in section 4l(c)(4) of the 

28 Internal Revenue Code. The taxpayer may make this election 

29 regardless of the method used for the taxpayer's federal 

30 income tax. The election made under this paragraph is for the 

31 tax year and the taxpayer may use another or the same method 

32 for any subsequent year. 
33 c. For purposes of the alternate credit computation method 
34 in paragraph lib", the credit percentages applicable to 

35 qualified research expenses described in clauses (i), (ii), 
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1 and (iii) of section 41(c)(4)(A) of the Internal Revenue Code 

2 are three and thirty hundredths percent, four and forty 

3 hundredths percent, and five and fifty hundredths percent, 

4 respectively. 
5 d. Any credit in excess of the tax liability for the tax 

6 year shall be refunded with interest computed under section 

7 422.25. In lieu of claiming a refund, the primary business or 

8 a supporting business may elect to have the overpayment shown 

9 on its final return credited to its tax liability for the 

10 following tax year. 
11 e. For the purposes of this see~±Oft7-Aq~ei±£y±ftg 

12 expeftd±~~res-£or-±fterees±ftg-re~eereh-ee~±v±~±e~A-meeft~-~he 

13 q~ei±£y±ftg-expeftd±~~re~ subsection, "base amount", "basic 

14 research payment", and "qualified research expense" mean the 

15 same as defined for the federal credit for increasing research 

16 activities wh±eh-wo~id-be-eiiowabie under section 41 of the 

17 Internal Revenue Code ±ft-e££ee~-oft-aeft~ery-i7-i999, except 

18 that for the alternative incremental credit such amounts are 

19 for research conducted within this state within the zone. For 

20 purposes of this subsection, "Internal Revenue Code" means the 
21 Internal Revenue Code in effect on January 1, 2000. 

22 f. The credit authorized in this subsection is in lieu of 

23 the credit authorized in section 422.33, subsection 5 and 

24 section 422.10. 

25 Sec. 3. Section 422.10, Code Supplement 1999, is amended 

26 to read as follows: 

27 422.10 RESEARCH ACTIVITIES CREDIT. 

28 1. The taxes imposed under this division shall be reduced 
29 by a state tax credit for increasing research activities in 

30 this state. 

31 a. For individuals, the credit equals s±x-eftd-ofte-hei£ 

32 pereeft~-o£-~he-~~a~e~s-eppor~±ofted-~here-o£-~he-q~ei±£y±ftg 

33 expeftd±~~res-£or-±ftereas±ftg-researeh-ae~±v±~±es. the sum of 

34 the following: 

35 (1) Six and one-half percent of the excess of qualified 
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1 research expenses during the tax year over the base amount for 

2 the tax year based upon the state's apportioned share of the 
3 qualifying expenditures for increasing research activities. 
4 (2) Six and one-half percent of the basic research 
5 payments determined under section 4l(e)(I)(A) of the Internal 

6 Revenue Code during the tax year based upon the state's 

7 apportioned share of the qualifying expenditures for 

8 increasing research activities. 
9 The state's apportioned share of the qualifying 

10 expenditures for increasing research activities is a percent 
11 equal to the ratio of qualified research expenditures in this 
12 state to total qualified research expenditures. 
13 b. In lieu of the credit amount computed in paragraph "a", 

14 subparagraph (1), a taxpayer may elect to compute the credit 

15 amount for qualified research expenses incurred in this state 

16 in a manner consistent with the alternative incremental credit 
17 described in section 41(c)(4) of the Internal Revenue Code. 
18 The taxpayer may make this election regardless of the method 
19 used for the taxpayer's federal income tax. The election made 
20 under this paragraph is for the tax year and the taxpayer may 
21 use another or the same method for any subsequent year. 

22 c. For purposes of the alternate credit computation method 
23 in paragraph "btl, the credit percentages applicable to 

24 qualified research expenses described in clauses (i), (ii), 
25 and (iii) of section 4l(c)(4)(A) of the Internal Revenue Code 

26 are one and sixty-five hundredths percent, two and twenty 
27 hundredths percent, and two and seventy-five hundredths 

28 percent, respectively. 
29 2. For purposes of this section, an individual may claim a 

30 research credit £or-q~ai±£y±ftg-re~eareh-expeftd±~~re~ incurred 

31 by a partnership, ~~behap~er S corporation, limited liability 

32 company, estate, or trust electing to have the income taxed 

33 directly to the individual. The amount claimed by the 

34 individual shall be based upon the pro rata share of the 
35 individual's earnings of a partnership, ~~behap~er S 
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I 
1 corporation, limited liability company, estate, or trust. 

2 3. For purposes of this section, Aqtlali£yiftg-ex~eftdi~tlres 

3 £or-iftereasiftg-researeh-ae~ivi~iesA-meafts-~he-qtlali£yiftg 

4 ex~eftdi~tlres "base amount", "basic research payment", and 

5 "qualified research expense" mean the same as defined for the 

6 federal credit for increasing research activities whieh-wotlld 

7 be-allowable under section 41 of the Internal Revenue Code ift 

8 e££ee~-oft-cafttlary-l7-l999, except that for the alternative 

9 incremental credit such amounts are for research conducted 

10 within this state. For purposes of this section, "Internal 

11 Revenue Code" means the Internal Revenue Code in effect on 

12 January 1, 2000. 

13 4. Any credit in excess of the tax liability imposed by 

14 section 422.5 less the credits allowed under sections 422.11A, 
15 422.12, and 422.12B for the taxable year shall be refunded 

16 with interest computed under section 422.25. In lieu of 

17 claiming a refund, a taxpayer may elect to have the 

18 overpayment shown on the taxpayer's final, completed return 

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

20 Sec. 4. Section 422.33, subsection 5, Code Supplement 

21 1999, is amended to read as follows: 
22 5. a. The taxes imposed under this division shall be 

23 reduced by a state tax credit for increasing research 

24 activities in this state equal to six-aftd-ofte-hal£-~ereeft~-o£ 

25 ~he-state~s-a~~ortiofted-share-o£-~he-qtlali£yiftg-ex~eftdittlres 

26 £or-iftereasiftg-researeh-aetivi~ies. the sum of the following: 

27 (1) Six and one-half percent of the excess of qualified 

28 research expenses during the tax year over the base amount for 

29 the tax year based upon the state's apportioned share of the 

30 qualifying expenditures for increasing research activities. 

31 (2) Six and one-half percent of the basic research 

32 payments determined under section 41(e)(1)(A) of the Internal 

33 Revenue Code during the tax year based upon the state's 

34 apportioned share of the qualifying expenditures for 

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

2 expenditures for increasing research activities is a percent 

3 equal to the ratio of qualified research expenditures in this 

4 state to the total qualified research expenditures. 

5 b. In lieu of the credit amount computed in paragraph "a", 

6 subparagraph (1), a corporation may elect to compute the 

7 credit amount for qualified research expenses incurred in this 

8 state in a manner consistent with the alternative incremental 

9 credit described in section 41(c)(4) of the Internal Revenue 

10 Code. The taxpayer may make this election regardless of the 

11 method used for the taxpayer's federal income tax. The 

12 election made under this paragraph is for the tax year and the 

13 taxpayer may use another or the same method for any subsequent 

14 year. 

15 c. For purposes of the alternate credit computation method 

16 in paragraph "b", the credit percentages applicable to 

17 qualified research expenses described in clauses (i), (ii), 

18 and (iii) of section 41(c)(4)(A) of the Internal Revenue Code 

19 are one and sixty-five hundredths percent, two and twenty 
20 hundredths percent, and two and seventy-five hundredths 

21 percent, respectively. 
22 d. For purposes of this subsection, aq~aii£yiftg 

23 expe"d±e~res-£or-±ftereasift9-reSeareh-aee±~ieiesa-meafts-ehe 

24 qtta3:±£yift9-expeftdie~res "base amount", "basic research 

25 payment", and "qualified research expense" mean the same as 

26 defined for the federal credit for increasing research 

27 activities wh±eh-wott3:d-ee-aiiowaeie under section 41 of the 

28 Internal Revenue Code ±ft-e££eee-oft-aa"~ary-3:7-3:999, except 

29 that for the alternative incremental credit such amounts are 

30 for research conducted within this state. For purposes of 

31 this subsection, "Internal Revenue Code" means the Internal 

32 Revenue Code in effect on January 1, 2000. 

33 e. Any credit in excess of the tax liability for the 

34 taxable year shall be refunded with interest computed under 

35 section 422.25. In lieu of claiming a refund, a taxpayer may 

-7-



• 
S.F. ____ H.F. 

1 elect to have the overpayment shown on its final, completed 

2 return credited to the tax liability for the following taxable 

3 year. 
4 Sec. 5. APPLICABILITY DATE. This Act applies 

5 retroactively to January 1, 2000, for tax years beginning on 

6 or after that date. 

7 EXPLANATION 

8 This bill expands the research activities credit for income 
9 tax purposes for businesses under the new jobs and income 

10 program, the quality jobs enterprise zone program, the 
11 incentives for building in enterprise zones, the individual 
12 income tax, and corporate income tax. The expansion provides 
13 for an alternative method of computing the tax credit based 

14 upon the federal approach using an incremental computation 

15 method for measuring increased research activities. This 

16 alternative method is in lieu of a portion of Iowa's present 
17 computation approach. Therefore, the present Iowa law is 
18 rewritten in a manner that coincides with the computation 
19 under the federal income tax credit. The federal approach has 
20 three tiers under the incremented approach with a different 

21 percentage for each tier. The bill uses the same percentages 
22 for the three tiers which were used for federal income taxes 
23 for tax years beginning before July 1, 1999. 

24 The bill applies retroactively to January 1, 2000, for tax 
25 years beginning on or after that date. 

26 
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1 Section 1. Section 15.335, Code Supplement 1999, is 

2 amended to read as follows: 

3 15.335 RESEARCH ACTIVITIES CREDIT. 

4 1. An eligible business may claim a corporate tax credit 

5 for increasing research activities in this state during the 

6 period the eligible business is participating in the program. 

1 c1. 'I'he cred it equals ~±x-a!'ld-o!'l~-ha±£-pet"e~!'Ie-o£'-eh~ 

8 ~tet~L~-d?~er~io~ed-~hare-ef-ehe-q~ai±£y±!'I9-expendietlre~-fot" 

9 incr~u~ing-r~~~areh-aet±¥ie±e~~ the sum of th~ following: 

1.0 {l} Si~~'~ ... (~Q('-'half percent of the eXCESS of qualified 

1; re~;('<!rc!1 f:?~~n:·;(:-_~~ d,H i~he~x year elVer th~ base a:n?un!.--.f9!. 

12 !l~~ __ !cl\ y.:ar_k?~ls\ __ Lup()n the s!:..~~~'s ~.£or.Lion~.d ::;_hare of the 

l 3 g,_:::~}_ i jy,i. ~q._t;,~P·:_~(.LL~u_res for inc redS i ng resea ~~~l act i v ~ ties. 

14:' ~J __ s j ~~_~0_~Q.~-ik.l f percen t of~he b.Js~~re:Jea fch 

lS ~~";lLS ~!..e~r.p.I_.,~,e<!_uJ~der section 41(e)(1){A~ the Internal 

I G RE'~f>~~~_~-'?_..le ~~!.~~..L~ tax_yecl!::.... based upon thf?~tate' s 

17 ~£P_(~!:.r __ :(;ne~~hd_~~. or: tt1~ qualifying eXEer~.9itur_~s for 

~ B ~nc r:'as ~ res~~~_c_~ act i vi ties. 

lS 'i'iJe state's 3fJPortioned share of the qu.alifying 

20 ex~endltures for increasing research activities is a perce~t 

21 equal to the ra~~o of qualified research expenditures in this 

27 state to toLal qualified research expenditures. 

23 ~ln I ieu of the credj t amount computed in paragrap~_"a", 

24 subpar~[~aph_.D'>, an eligible business may e!cct to compute 

25 the credit amount for qualified research expenses incurred in 

26 this state in a manner consistent with the alternative 

27 incremental credit described in section 41(c)(4) of the 

28 Internal Revenue Code. The taxpayer may make this election 

29 ~~ga;'dless of the method used for the taxpayer's federal 

30 income tax. The election made under this paragraph is for the 

31 lax year and the taxpayer may use another or the same method 

32 Kor .~ subsequent year. 

33 c. For purposes of the alternate credit comou~a=_t_=i.~o~n~~:~~ 

34 l.~ __ .£dragrap~_~'.h~~~he credit percentages appl~~dble to 

, 

35 ~~i~ied ~esp.~rch expenses described in claUSeS (i), (ii), ~. 
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1 and (iii) of section 4l(c)(4)(A) of the Internal Revenue Code 

2 are one and sixty-five hundredths percent, two and twenty 

3 hundredths percent, and two and seventy-five hundredths 

4 percent, respectively. 

5 .. 2. The credit allowed in this 

6 Jhe~redit authorized in section 

section is in addition to 

422.33, subsection 5, and 

7 section 422.10. However, if the alternative credit 

8 computation method is used in section 422.33, subsection 5, or 

9 section 422.10, the credit allowed in this section shall also 

10 be computed using that method. 

11 3. If the eligible business is a partnership, st1hehaptef' S 

12 corporation, limited liability company, or estate or trust 

13 electing to have the income taxed directly to the individual, 

14 a~ individual may claim the tax credit allowed. The amount 

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

16 share of the individual's earnings of the partnership, 

17 st1behaptef' S corporation, limited liability company, or estate 

18 or trust. 

19 4. For purposes of this section, llq~ali£yin9-expendit~f'es 

20 f.or-inerea~in9-f'e~eareh-aeti~itie~ll-means-the-q~a±i£yin9 

21 e~pendittlf'e~ "base amount", "basic research payment", and 

22 "qualified research expense" mean the same as defined for the 

23 federal credit for increasing research activities whieh-wotlld 

24 be~a±lowable under section 41 of the Internal Revenue Code in 

25 e£f.eet-on-dant1ary-t,-i999, except that for the alternative 

26 incremental credit such amounts are for research conduc~ed 

27 within this state. For purposes of this section, "Internal 

28 Revenue Code" means the Internal Revenue Code in effect on 

29 January 1, 2000. 

30 I.i.:. Any credi t in excess of the tax liability for the 

31 taxable year shall be refunded with interest computed under 

32 section 422.25. In lieu of claiming a refund, a taxpayer may 

33 elect to have the overpayment shown on its final, completed 

34 return credited to the tax liability for the following year. 

35 Sec. 2. Section 15A.9, subsection 8, Code Supplement 1999, 

-2-
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1 is amended LO read as follows: 

2 8. CORPORATE TAX RESEARCH CREDIT. A corporate tax credi.t 

3 shall be available to the primary business or a supporting 

4 business for increasing research activities in this state 

5 within the zone. 

6 a. The credit equals tni~tee~-pe~ee~t-o£-tne-~tatei~ 

7 apror~io~ed-~n6~e-o£·-ene-qtl6ii£yin~-expendittl~e~-£o~ 

t ine~~a~i~~-~~~earch-~eti~itie~. the sum of the following: 

9 ill Th i r teen pc.- rce;lt of the excess of qua 1 i f i ed resea reh 

) 0 expell::c~;_dur i no;; the tax year over the base amount for the tax 

1 ~ year __ l?ast;;d upon . .!.be stctte' s apport ioned share of the 

12 gUdlifyinf] expendi .. tures for incredsing researc;s, acLivities. 

13 1.?..L_.y'J-'--~~'>~'~..2'?:..!~cent of the basic researc~~ .. ~Y!!!~~ts 

14 dptermi}led un~er section 41(e)(1)(A) of the Internal Revenue 

15 ~ode dUl0~~the tax year based upon the state's apportioned 

16 shar_e of- the~dlif.yjng expenditures for increasing research 

17 activities. 

18 The state's apportioned share of the qualifying 

lY expenditures for increasing research activities is a percent 

20 equal to the ratio of qualified research expenditures in this 

21 state within the zone to total qualified research 

22 expenditures. 

23 b. In lieu of the credit amount computed in paragraph~L 

24 subparagraph (1), a business may elect to compute the credi~ 

25 amount for qualified research expenses incurred in this state 

26 within the zone in a manner consistent with the alternative 

27 increment61 credit described in section 41{c)(4) of the 

28 Inter:'dl Revenue Code. The taxpayer may make this election 

29 regardless of the method used for the taxpayer's federal 

30 income tax. The election made under this paragraph is for the 

31 tax year and the taxpayer may use another or the same ~ethod 

32 for any subseque0t year. 

33 ~.--EQr ses of the alternate credit tation metho 
34 In para9.raph "b", the credit percentages applicable to 

35 qualifiec research expenses described in clauses (i), (i~JJ_ 
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li and (iii) of section 41(c)(4)(A) of the Internal Revenue Code 

2 are three and thirty hundredths percent, four and forty 

3 hundredths percent, and five and fifty hundredths percent, 

4 respectively. 

5 d. Any credit in excess of the tax liability for the tax 

6 year shall be refunded with interest computed under section 

7 422.25. In lieu of claiming a refund, the primary businpss or 

8 a supporting business may elect to have the overpayment shown 

9 on its final return credited to its tax liability for the 

10 following tax year. 

11 e. For the purposes of this ~~e~±o"7-Uq~ai±£y±"g 

12 ~XP~"d±~~~~~-£o~-±"e~~6~±"g-~e~e6~eh-6ee±v±~±e~u-m~6"~-eh~ 

13q~ai±£y±"g-expe"d±~~~e~ subsection, "base amount", "basic 

14 research payment", and "qualified research expense" mean the 

15 same as defined for the federal credit for increasing research 

16 activities wh±eh-wo~id-b~-6iiowabie under section 41 of the 

17 Internal Revenue Code ±"-e££ee~-O"-aa"~6~y-i7-i999, except 

18 that for the alternative incremental credit such amounts are 

19 for research conducted within this state within the zone. For 

20 purposes of this subsection, "Internal Revenue Code" means the 

21 Internal Revenue Code in effect on January 1, 2000. 

22 f. The credit authorized in this subsection is in lieu of 

23 the credit authorized in section 422.33, subsection 5 and 

24 section 422.10. 

25 Sec. 3. Section 422.10, Code Supplement 1999, is amended 

26 to read as follows: 

27 422.10 RESEARCH ACTIVITIES CREDIT. 

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

29 by a state tax credit for increasing research activities in 

30 this state. 

3~ a. For individuals, the credit equals ~±x-a"d-o"e-hai£ 

32 p~~e~"~-o£-~h~-~~ae~~~-appo~~±o"ed-~har~-o£-~he-q~ai±£y±"g 
33 ~xp~"d±~~~~~-£or-±"er~a~±"g-r~~~areh-aee±v±~±e~~ the sum of 

34 the following: 

35 (1) Six and one-half percent of the excess of qualified 

-4-
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1 research expenses during the tax year over the base amount for 

2 the tax year based upon the state's apportioned share of the 

3 qualifying exp~nditures for increasing research activities. 

4 (2) Six and one-half percent of the basic research 

5 ~ents determined under section 41(e)(1)(A) of the Internal 

6 Revenue Code during the tax year based upon the state's 

7 apportioned share of the qualifying expenditures for 

8 increasing research activities. 

9 The state's apportioned share of the qualifying 

10 expenditures for increasing research activities is a percent 

11 equal to t.he ratio of qualified research expenditures in this 

12 state to total qualified research expenditures. 

13 b. In lieu of the credit amount computed in paragraph "a", 

14 subparagraph (1), a taxpayer may elect to compute the credit 

15 amount for qualified research expenses incurred in this state 

16 in a manner consistent with the alternative incremental credit 

17 de~~ribed in section 41(c)(4) of the Internal Revenue Code. 

18 The taxpayer~ make this election regardless of the method 

19 used for the taxpayer's federal income tax. The election made 

20 under this paragraph is for the tax year and the taxpayer may 

21 use another or the same method for any subsequent year. 

22 c. For purposes of the alternate credit computation method 

23 in paragraph "b", the credit percentages applicable to 

24 qualified research expenses described in clauses (i), (ii), 

25 and (iii) of section 4l(c)(4)(A) of the Internal Revenue Code 

26 are one and sixty-five hundredths percent, two and twenty 

27 hundredths percent, and two and seventy-five hundredths 

28 percent, respectively. 

29 2. For purposes of this section, an individual may claim a 

30 research credit £o~-qtl8i±£y±ft9-~e~e8reh-expeftd±ttl~e~ incurred 

31 by a partnership, ~tlbeh8pte~ S corporation, limited liability 

32 company, estate, or trust electing to have the income taxed 

33 directly to the individual. The amount claimed by the 

34 individual shall be based upon the pro rata share of the 

35 individual's earnings of a partnership, ~tlbeh8pte~ S 
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1 I . 1" d l' b'l' corporat1on, Im1te 1a 1 ltV company, estate, or trust. 

2 3. Por purposes of this section, llqtlati~yiM9-e~~end~etl~~~ 

3 ~o~-iMe~ea~iM9-~e~ea~eh-aeei~itie~ll-meaM~-ehe-~tlatifyiM9 

4 e~l'endietl~e~ "base amount", "basic research payment", and 

5 "qualified research expense" mean the same as defined for the 

6 federal credit for increasing research activities wh~eh--w~tltd 

7 be-attowabte under section 41 of the Internal Revenue Code in 

8 eff~et-oM-aantla~y-t7-t999, except that for the alternative 

9 incremental credit such amounts are for research conducted 

10 within this state. For purposes of this section, "Internal 

11 Revenue Code" means the Internal Revenue Code in effect on 

12 January 1, 2000. 

13 4. Any credit in excess of the tax liability imposed by 

14 section 422.5 less the credits allowed under sections 422.l1A, 

15 422.12, and 422.12B for the taxable year shall be refunded 

16 with interest computed under section 422.25. In lieu of 

17 claiming a refund, a taxpayer may elect to have the 

18 overpayment shown on the taxpayer's final, completed return 

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

20 I Sec. 4. Sect ion 422.33, subsect ion 5, Code Supplemen L 

21 1999, is amended to read as follows: 

22 5. a. The taxes imposed under this division shall be 

23 reduced by a state tax credit for increasing research 

24 activities in this state equal to ~i~-and-one-hatf-~ereene-of 

25 th~-~eaee~~-al'po~~ioned-~ha~e-of-the-qtlatifyin9-e~~endittl~e~ 

26 ~ot'-i-ne~ea~i-Mg-~e~ea~eh-aeei-vi~ie~-;- the sum of the !!:.i llc','-llq: 

27 (1) Six and one-half percent of the excess of_q~!a} ified 

28 resea rc!: e.xpen.5es du ring the tax yea rove r t he ba.~_~_<:,-,.!:.::~~~ for 

29 the tax year based upon the state's apportioned share of the 

30 gualifying ex~enditures for increasing research acllvi~les. 

31 1]) Six and one-half percent of the basic research 

32 2§~~nts determined under section 41(e)(I)(A) of the Internal 

33 Revenue Cod~ during the tax year bdsed upon the statf-'s 

34 apportioned share of the qualifying expenditures for 

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

2 expenditures for increasing research activities is a percent 

3 equal to the ratio of qualified research expenditures in this 

4 state to the total qualified research expenditures. 

5 b. In lieu of the credit amount computed in paragraph "a", 

6 subparal"]!·aph (1), a corpofution may elect to compute th~ 

7 credit amount f~r qualified research expenses incurred in this 

8 state in a manner consistent with the alternative incremental 

9 cr~iit_described in section 41(c)(4) of the Internal Revenue 

10 Code. The taxpayer may make this election regardiess of the 

11 method used for the taxpayer's federal income tax. The 

12 elect i 0'0 made uncle r this paragraph is for the t.ax year and the 

13 !axpay~r may use another or the same method for any subsequ.ent 

14 year. 

15 c. For purposes of the alternate credit computation method 

16 in paragraph "b", the credit percentages applicable to 

1.7 S!!ldlified H'sea.rch expenses described in clauses (i), (ii), 

18 ~nd (iii) of section 4l(c)(4)(A) of the Internal Revenue Code 

19 are one and sixty-five hundredths percent, two and twenty 

20 hundredths percent, and two and seventy-five hundredths 

21 percent, respectively. 

22 d. For purposes of this subsection, aq~8ii£yiftg 

23 expeft~it~re~-£or-iftere8~iftg-re~e6reh-8et±~itie~ll-meaft~-the 

24 qttali£yiftg-expeft~it~re~ "base amount", "basic research 

25 payment", and "qualified research expense" mean the same as 

26 defined for the federal credit for increasing research 

27 activities whieh-wotti~-be-aiiow8ble under section 41 of the 

28 Internal Revenue Code ift-e££eet-Oft-a8fttt8ry-l,-l999, except 

29 that for th~.> alternative incremental credit such amounts are 

30 for rese~rch conducted within this state. For purposes of 

31 this subsection, "Internal Revenue Code" means the Internal 

32 Revenue Code in effect on January 1, 2000. 

33 e. Any credit in excess of the tax liability for the 

34 taxable year shall be refunded with interest c0;nputed under 

35 section 422.25. In lieu of claiming a refund, a taxpayer may 

-7-
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1 elect to have the overpayment shown on its final, completed 

2 return credited to the tax liability for the following taxable 

3 year. 

4, Sec. 5. APPLICABILITY DATE. This Act applies 

5 retroactively to January 1, 2000, for tax years beginning on 

6 or after that date. 

7 EXPLANATION 

8 This oill expands the research activities credit for income 

9 tax purposes for businesses under the new jobs and income 

10 program, the quality jobs enterprise zone program, the 

11 incentives for building in enterprise zones, the individual 

12 income tax, and corporate income tax. The expansion provides 

13 for an alternative method of computing the tax credit based 

14 upon the federal approach using an incremental computation 

15 method for measuring increased research activities. This 

16 alternative method is in lieu of a portion of Iowa's present 

17 computation approach. Therefore, the present Iowa law is 

18 rewritten in a manner that coincides with the computation 

19 under the federal income tax credit. The federal approach has 

20 three tiers under the incremented approach with a different 

21 percentage for each tier. The bill uses the same percentages 

22 for the three tiers which were used for federal income taxes , , 
23 for tax years beginning before July 1, 1999. 

24 The bill applies retroactively to January 1, 2000, for tax 

25 years beginning on or after that date. 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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