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' LVc.y4 T ML.. "S t..lt.nefa,. By COMMITTEE ON WAYS AND MEANS 
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Passed House, Date ;./;:.7<(!, cfi) Passed Senate, Date /-,:l7- 7:/(~ ;h.;) 

' 
Vote: Ayes __ ~2~7~-- Nays ;""i'---- Vote: Ayes __ .;=; __ _ Nays __ -""---

1 An Act relating to the references to the internal revenue 

2 code in the computation of individual and corporate income 

3 tax and the franchise tax and making the Act retroactive. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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Section 1. Section four hundred twenty-two point four 

(422.4), subsection seventeen (17), Code 1~77, as amended 

by Acts of the Sixty-seventh General Assembly, 1977 Session, 

chapter one hundred nineteen (119), section one (1), is amended 

to read as follows: 

17. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 

1, 49-'1-'1 1978. 

Sec. 2. Section four hundred twenty-two point thirty-two 

(422.32), subsection four (4), Code 1977, as amended by Acts 

of the Sixty-seventh General Assembly, 1977 Session, chapter 

one hundred nineteen (119), section nine (9), is amended to 

read as follows: 

4. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 

1, 49-'1-'1 1978. 

Sec. 3. Section four hundred twenty-two point sixty-one 

(422.61), subsection four (4), Code 1977, as amended by Acts 

of the Sixty-seventh General Assembly, 1977 Session, chapter 

one hundred nineteen (119), section ten (10), is amended to 

read as follows: 

4. "Net income" means the net income of the financial 

institution computed in accordance with section 422.35, \-Jith 

the exception that interest and dividends from federal 

securities shall-not be subtracted and interest and dividends 

from evidences of indebtedness and securities of this state 

and its political subdivisions, exempt from federal income 

tax under the Internal Revenue Code of 1954 as amended to 

and including January 1, 49-'1-'1 ~~ shall not be added. 

Sec. 4. Sections one ( 1) , two ( 2) , and three ( 3) of this 

Act are retroactive to January 1, 1977 for tax years beginning 

on or after January 1, 1977 and to this extent the provisions 

of this Act are retroactive. 

Sec. 5. This Act, being deemed of immediate importance, 

shall take effect and be in force from and after its 
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1 publication in The Record, a newspaper published in Cedar 

J/, 
2 l'alls, Iotva, and in the Linn News-Letter, a newspaper published 

3 in Central City, Iowa. 

4 EXPLANATION 

5 The bill is needed to incorporate into the Iowa individual 

6 and corporate income tax and the franchise tax the provisions 

7 of the 1977 Federal Tax Reduction and Simplification Act. 
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HOUSE FILE 2037 
FISCAL NOTE 

Date: January 17, 1978 
Requested by: Senator Warren Curtis 

In compliance with a written request received January 17, 
1978, there is hereby submitted a Fiscal Note for Amendment 
on House File 2037 pursuant to Joint Rule 16. Background 
information used in developing this Fiscal Note is available 
from the Legislative Fiscal Bureau, to members of the 
Legislature upon request. 

H.F. 2037, Amendment by Senator Warren Curtis and Senator Norman G. Rodgers, 
An Act to allow married taxpayers who file separate Iowa returns to deduct 
additional first-year depreciation and capital losses to the sa~e extent 
as on their joint federal return. 

This proposed amendment would allm~ taxpayers to file a joint federal 
income tax return and separate state income tax returns without requiring 
the additional first-year depreciation and capital loss.adjustments solely 
because of different filing status between federal and state. It is 
estimated that the tax effect would be minimal, since a deduction limited 
in the current year, would generally be recovered in future years. Thus, 
the difference in deductions is primarily one of timing. 

Source: Department of Revenue 
Gerry Rankin 
FISCAL DIRECTOR 
Legislative Fiscal Bureau 
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F.Ot:SE F!:S2 2037 

;_-:;e.~C ~~ t..!S2 = i. 3..~ 
as .fol~o.,·:s: 

1 • Page 1 , 
new section: 

8 t:-:e :ollowi~.g 

"Sec. Section four hundred twenty-two ?O~r.t 
seven (.422.7), Code 1977, as amended by Acts of the 
Sixty-seventh General Assembly, 1977 Session, chapter 
one hundred nineteen (119), sections two (2) and three 
(3), is amended by adding the following new subsection: 

NB-'i SUBSEC~IC~J. ~arried taxpayers ,,.;ho file a joint 
federal i~ccne tax ~etu~~ a~d who elec~ to ~~le 
sep~rate retu~ns or sepa=ate ~~li~g on a carnbi~ed 
return for Iowa income tax purposes, =nay avail 
the~selves of t~e adCitior.al first-year depreciation 

15 a~d capita: less 9r~~~s~c~s c~ sectic~s o~e ~~~~r3~ 
16 seventy-:1ine a (179(a)) c.:1d t;-relve ht:!:.C!."'E:d elo:;ven 
j 7 
1 8 
i 9 
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b (1211 (b)) respectively of t~e r~:ernal Reve~ue C~2e 
c~ 1954 and sha~: cc:..pt:'te ~::e a:;.c~n":. of aCCi. t.:.c-r1al 
f~rs~-yea~ de?reciatio~ a~G ca?i~~l :css suDjec~ to 
~~e ,:~~~~~{or.s =o~ 1'oi~~ ~ec:-er~J ~~cc~e ~~x -=~ur~ ~,..... ..!..~Ju~L. ..... r-...1.. • .._ - J -·~1.... .._ _..__ ..:. ... '" .._._ .,,_,_ ~• 

filers provided by sections one hund=ed seventy-nine 
b (179(b)) anc t·,.;elve huncrec eleven b (1211 (b)) 
respectively of the Internal Revenue Cod~ of 1954.'' 

2. Page 1, !~ne 30, by strik~~g t~e wo~~s a~d 
figu=e ''a~~ t~ree (3)'' and i~serting i~ lieu ~~erecf 
the words and fig~res ''t~ree (3) and feu= (~)'' .. 

3. ~~end the title, lines 1 and 2, by s~~~ki~~ 
t~e \vords "the re£~=ences to the i~ternal :-eve!"!ue 
cede i:-1 11

• 

4. ~T~end t~e ~it:~, l~~e 3, by i~se=t~~q after 
the words "fra::c!1ise tax" the wo:r:C.s "by upC.a~~~g -:.~e 
-eFere"ces ~~ ~~e ~~~Q~-a1 -ove"t.:e c-c·e 'ov ~-~v•c-:-c .- - - .;.. .._.._.. L..l -'-'·1....--·• ~ ..._~ ·• V 1 - .:;-'"-""" - -l•_.. 

for t~e cc~putatio~ o£ dep~eciatic~ and c~?i=al l~s~ 
by ce~tain 'tax~ayers". 

5. Renu~er sec~ions and co~~ect i~ter~al 
references as are necessary by this amen~~er.t. 

s -o2, ~r·~n •/ ~" ...... -o .... r L!:.' - ;r-<--r../-~(,.d.v.- ~ -!,BY WARRE:.'I E. CCRTIS 
XOR:'.liL'i G. RODGERS JANlJARY 17, 1978 
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HOUSE FILE 2037 
FISCAL NOTE 

Date: January 17, 1978 
Requested by: Senator Warren Curtis 

In compliance with a written request received January 17, 
1978, there is hereby submitted a Fiscal Note for Amendment 
on House File 2037 pursuant to Joint Rule 16. Background 
·information used in developing this Fiscal Note is available 
from the Legislative Fiscal Bureau, to members of the 
Legislature upon request. 

H.F. 2037~ Amendment by Senator Warren Curtis and Senator Norman G. Rodgers, 
An Act to allow married taxpayers who file separate Iowa returns to deduct 
additional first-year depreciation and capital losses to the same extent 
as on their joint federal return. 

This proposed amendment would allow taxpayers to file a joint federal 
income tax return and separate state income tax returns without requiring 
the additional first-year depreciation and capital loss adjustments solely 
because of different filing status between federal and state. It is 
estimated that the tax effect would be minimal, since a deduction limited 
in the current year, would generally be recovered in future years. Thus, 
the difference in deductions is primarily one of timing. 

Source: Department of Revenue 
Gerry Rankin 
FISCAL DIRECTOR 
Legislative Fiscal Bureau 
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HOCSE FILE 2037 

3-3021 

1 ;~end neuse File 2Q37,.as pa3sed by t~e Ecuse, 
2 as follows: 
3 1. Page 1, by inserting after line 8 the following 
4 new section: 
5 "Sec. · Section four hundred twenty-two point 
6 seven (.422. 7), Code 1977, as amended by Acts of the 
7 Sixty-seventh General Assembly, 1977 Session, chapter 
8 one hundred nineteen (119), sections two (2) and three 
9 (3), is amended by adding the following new subsection: 

10 NEW SUBSEC'::'ION. Married taxpayers who file a joint 
11 federal income tax return and who elect to file 
12 separate returns or separate filing on a combined 
13 return for Iowa income tax purposes, may avail 
14 themselves of the additional first-year depreciation 
iS and capital loss provisio~s of sections one ~undrec 
1 6 seventy-nine a ( 1 7 9 (a)) and t'irel ve huncred eleven 
17 b (1211 (b)) respectively of the Internal Revenue Code 
18 of 1954 and shall compute the amount of additional 
19 first-year depreciation and capital loss subject to 
20 the limitations for joint federal income tax return 
21 filers provided by sections one hundred seventy-nine 
22 b (179(b)) and twelve hundred eleven b (1211 (b)) 
23 respectively of the Internal Revenue Cod~ of 1954." 
24 2. Page 1, line 30, by striking the words and 
25 figure "and three (3)" and inserting in lieu thereof 
26 the words and figures "three (3) and four (4)". 
27 3. Amend the title, lines· 1 and 2, by striking 
28 the words "the references to the internal revenue 
29 code in 11

• 

30 4. A~end the title, line 3, bv insertinc after 
31 the words "franchise tax" the words "by updating the 
32 references to the internal revenue code, by providing 
33 for the computation of depreciation and capital loss 
34 by certain taxpayers 11

• 

35 5. Renumber sections and correct internal 
36 references as are necessary by this arnen~~ent. 

S-5021 FILED- l&r41-L?<-'-""-' /n,j· ~ 7 1; BY WARREN E. C"CRTIS 
JA.J.'ffiARY 17, 1978 NOR:.IA.:.'I G. RODGERS 



S-5072 
HOUSE FILE 203 7 

l A.~end House File 2037, as ?asseC. by t!'-le :;cuse, 
2 as follows: 
3 , • Page 1, by inserting a::ter line S the follcwi~g 
4 new sec-tion: 
5 "Sec. Sec~ion four h:.!:!d:.-eC tw·.anty-t~·c poir.t 
6 seven (U22. 7}, Code i9ii, .as e.r.-:er..C~d by Acts of the 
7 Sixty-seventh General Assembly, 1977 Sessior;, c::apte!." 
8 one hundred r.i~et~en (119), sec~icns ~No (2) a~d ~=e~ 
9 (3) 1 is amended by aCCir!g the :ollowi..:1g :-:e•...r s;;bsecticr.: 

10 ?ll*EW SVBSEC':'IO!-i. Ma!."::::..ed to.:-:pc:.ye:r-s •,:ho file a jci;;t: 
11 federaJ. inccr.'\e :.ax ret'...l::-n ar.d v:~o elect: ~G file 
,2 se~a~ate retu=~s or seca:.-ate :ili~g c~ a cc~bi~eG 
13 :re'tur:1 ·far- Iowa :.::.come- tax pur-poses 1 8ay .=.·.,ail 
14 the~sa:ves of t~e additional :ir-st-yea::- Ce?~eciatic~ 
,5 and capital loss provisicr.s of sections one hu~Cred 
16 seventy-nine a ( 179 (a)) and t•,o~elve r.u.~rl:--ed eleven 
17 b ( 1211 (b}) respec:ti ?ely of the :::::nte~~al ReVe!:t;e Cede 
18 of 195a and shall ccw9u~e the a~o~~t c: add!~~c~al 
19 fi.!:_-st-year Cep~ecia~.i.o:l ar:.C capi t:a: :css s·.1~j ec~ ~a 
20 the limitatic~s :o~ jo.i.~t :ederal i~c~~e tax ~e~~~~ 
21 file!"s proviCed by sectio~s one ::u:1cl.:.-ed se,:ent.y-ni:-.e 
22 b (179(b)) ar>d cwelve l'.ur>d~ed eleven;, (i21~(n)) 
23 res?ec~i·:ely ::.= t~e 7nt.e::-nal ~eve:-.ue Code of ~954. 
24 }4~ SUBSECTION. Subt::-ac~ t~e e...~cu:1t of !:!le new 
25 jobs ta:< ::==ed;.-:. a.!.lc'.•tab!.e fc= tl':e !:3X year ~r:de!" 
26 section forty-four 3 (~43) of t:C:e Interr:al Reve:1ue 
27 Cede of 1954 to the extent t::at t:C:e cred~t 'r:cre~sed 
2S =ederal aC.justecl q:-oss i.r..cc~e." 
29 2. Page 1, ~y ir!se:-~ing a.fte~ li..:1e 16 ti"'.e :-~llcw~:::g 
30 new section: 
31 .. Sec. • Section fou~ ;,.unC.~ed t;.;en~·;-t·..;o -ooi.:;c 
32 thi=ty-f:.V'e{u22. 35), Cede 197i 1 is 2..;,-:-.e!":ded. by adc:.~g 
33 t~e follcwi:lg :!e'.•; s~bsec::ion: 
34 NB·1 SUBS!CT!ON ~ Subtr-act the ar:tct:::t o: ::,e r:e~v 
35 jobs ~ax c=~~~~ allcwdble fo~ :~e tax yezr u~~~r 
36 secti.C:'\ forty-four B {44B) o£ the !:1-::er::al R.e:ver::Je 
37 Cede c~ 195il to t.~e e:{'tent -:.::a-:: t::e c:::-edi.t. i:1c~e~$e:C 
JS federal ~"'x<:ble i::co:ne." 
39 3. ?age 1, 1-ine 301 by st::-.:.kir:.<; t:~e •Nor:ds a:-.d 
*0 ficu=-es "Sectio:1s o:-:.e (i) 1 t•,o,~o (2), e;o,d, t.h:-e~ (3}" 
~ i and i~se:.-ti.~g i!'l lie'.! the reef t.?':e t·;o:-::is "':"!-:.e 
!12 prcv is.i or.s ". 
~3 4. ; .... -:er.d the ~itle, lines 1 and 2, by striking 
!1.:£ t!'le words 1''t~e references !;.o the inte.:-:1al rever.ue 
45 cede in". 
~6 S. .'\mend ll1e title, line 3, by inserti:'!g af~e::: 
47 the ~crds "franchise tax" the worcs "bv u~datina the 
:

9
s refe.:-enc~s to t.~e inter~al =r:ve~'..!e c~d; 1 by ?rc,;::.c.ing 

~ for the computation of depreciation and capi~al loss 
50 by ce=tain taxpayers, by allowi~g a deduction f=orn 
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references as are necessa..,..y by ..... .: -··--:... -
- ._,a-s a.rn.enc...'":1en t. 

BY WARP.E:> -. CrRTIS 
~ORMAX G. RODGERS 
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HOUSE FILE 2037 

AN ACT 

RELATING TO THE COMPUTATION OF INDIVIDUAL AND CORPORATE 

INCOME TAX AND THE FRANCHISE TAX BY UPDATING THE 

REFERENCES TO THE INTERNAL REVENUE CODE, BY PROVIDING 

FOR THE COMPUTATION OF DEPRECIATION AND CAPITAL LOSS 

BY CERTAIN TAXPAYERS, BY ALLOWING A DEDUCTION FROM 

INCOME BY INDIVIDUALS AND CORPORATIONS FOR THE AMOUNT 

OF THE ALLOWABLE FEDERAL NEW JOBS TAX CREDIT AND MAKING 

THE ACT RETROACTIVE. 

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

Section 1. Section four hundred twenty-two point four 

(422.4), subsection seventeen (17), Code 1977, as amended 

by Acts of the Sixty-seventh General Assembly, 1977 Session, 

chapter one hundred nineteen (119), section one (1), is amended 

to read as follows: 

17. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 

1, 49.;1.;1 1978. 

Sec. 2. Section four hundred twenty-two point seven 

(422.7), Code 1977, as amended by Acts of the Sixty-seventh 

General Assembly, 1977 Session, chapter one hundred nineteen 

(119), sections two (2) and three (3), is amended by adding 

the following new subsections: 

NEW SUBSECTION. Married taxpayers who file a joint federal 

income tax return and who elect to file separate returns or 

separate filing on a combined return for Iowa income tax 

purposes, may avail themselves of the additional first-year 

depreciation and capital loss provisions of sections one 

hundred seventy-nine a (179(a)) and twelve hundred eleven 

b (1211(b)) respectively of the Internal Revenue Code of 1954 

and shall compute the amount of additional first-year 

e e 
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depreciation and capital loss subject to the limitations for 

joint federal income tax return filers provided by sections 

one hundred seventy-nine b (179(b)) and twelve hundred eleven 

b (1211 (b)) respectively of the Internal Revenue Code of 1954. 

NEW SUBSECTION. Subtract the amount of the new jobs tax 

credit allowable for the tax year under section forty-four 

B (44B) of the Internal Revenue Code of 1954 to the extent 

that the credit increased federal adjusted gross income. 

Sec. 3. Section four hundred twenty-two point thirty-two 

(422.32), subsection four (4), Code 1977, as amended by Acts 

of the Sixty-seventh General Assembly, 1977 Session, chapter 

one hundred nineteen (119), section nine (9), is amended to 

read as follows: 

4. "Internal Revenue Code of 1954" means the Internal 

Revenue Code of 1954, as amended to and including January 

1, 49'il.;l 1978. 

Sec. 4. Section four hundred twenty-two point thirty-five 

(422.35), Code 1977, is amended by adding the following new 

subsection: 

NEW SUBSECTION. Subtract the amount of the new jobs tax 

credit allowable for the tax year under section forty-four 

B (44B) of the Internal Revenue Code of 1954 to the extent 

that the credit increased federal taxable income. 

Sec. 5. Section four hundred twenty-two point sixty-one 

(422.61), subsection four (4), Code 1977, as amended by Acts 

of the Sixty-seventh General Assembly, 1977 Session, chapter 

one hundred nineteen (119), section ten (10), is amended to 

read as follows: 

4. "Net income" means the net income of the financial 

institution computed in accordance with section 422.35, with 

the exception that interest and dividends from federal 

securities shall not be subtracted and interest and dividends 

from evidences of indebtedness and securities of this state 

and its political subdivisions, exempt from federal income 

tax under the Internal Revenue Code of 1954 as amended to 

::a: 
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and including January 1, 49~~ 1978, shall not be added. 

Sec. 6. The provisions of this Act are retroactive to 

January 1, 1977 for tax years beginning on or after January 

1, 1977 and to this extent the provisions of this Act are 

retroactive. 

Sec. 7. T11is Act, being deemed of immediate importance, 

shall take effect and be in force from and after its 

publication in The Record, a newspaper published in Cedar 

Falls, Iowa, and in the L.i.nn News-Letter, a newspaper published 

in Central City, Iowa. 

DilLE ·~. COCH Ri\N 
Speakcc of the llouse 

ARTHUR A. NEU 
?resident of the Senate 

I hereby certify that this bill originated in the llouse and 

1s known as House File 2037, Sixty-seventh General Assemhly. 

DAVID L. h'RAY 
/) clerk of the House 

_: .""-~-"":J;-:..:.,__!_1._{:_. 1 9 7 8 Approved 

ROBERT D. RAY 
Governor 
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