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701—502.7(422) Safe harbor leases. For tax years ending after January 1, 1981, deductions in
determining federal taxable income for sale-leaseback agreements taken as a result of the application of
Section 168(f)(8) of the Internal Revenue Code shall be added in determining Iowa taxable income to the
extent such deductions cannot be taken under provisions of Sections 162, 163 and 167 of the Internal
Revenue Code. The lessor shall add depreciation and interest expense, and the lessee shall add rental
expense. When the deduction for depreciation is not allowed under a previous provision of this rule, the
lessee shall be allowed a deduction for depreciation on any property involved in a sale-leaseback
agreement. This depreciation shall be computed in accordance with Section 168(a) of the Internal Revenue
Code. Income received as a result of a sale-leaseback agreement shall be deducted in determining lowa
taxable income. The lessee shall deduct interest income and the lessor shall deduct rent income. Each lessor
and lessee corporation shall include a copy of federal Form 6793 in its Iowa corporation income tax return
for the year in which a safe harbor lease is entered into.

This rule is intended to implement Iowa Code section 422.35.
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