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A BILL FOR

An Act relating to the updating of references to the federal
Internal Revenue Code, relating to income tax and the
computation of net income, increasing the tax credit allowed
for certain research activities, providing an effective date,
and providing certain retroactive applicabiliry dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 422.3, subsection 5, Code Supplement
1989, is amended to read as follows:

S. "internal Revenue Code" means the Internal Revenue Code
of 1954, prior to the date of its redesignation as the
Internal Revenue Code of 1986 by the Tax Reform Act of 1986,
or means the Internal Revenue Code of 1986 as amended to and
including January 1, #5989 1990, whichever 1is applicable.

Sec. 2. Section 422.7, subsection 16, unnumbered paragraph
1, Code Supplement 1989, is amended to read as follows:

Subtract the income or-tess resulting from the forfeiture
of an installment real estate contract, the transfer of real
or personal property securing a debt to a creditor in
cancellation of that debt, or from the sale or exchange of
property as a result of actual notice of foreclosure if all of
the following conditions are met:

Sec. 3. Section 422,10, unnumbered paragraph 1, Code 1989,
is amended to read as follows:

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 eguals stx-and-ore-haif
thirteen percent of the state's apportioned share of the
qualifying expenditures for increasing research activities.
The state'c apportioned share of the qualifying expenditures
for increasing research activiities is a percent equal to the
ratio of qualified research expenditures in this state to
total qualified reseacch expenditures. For purposes of this
section, an individual may ciaim a research cradit for
gualifying research expenditures incurred by a partnershlp,

subchapter S corpecration, ané estate, or trust electing tc

Vo

have the income taxed directly to the individual. The amcunt
claimed by the individual shall be based upon the pro rata
share of the individual's earnirgs of a partnershilp,
subchapter S corporation, er estate, or trusi. For purposes
of this section, "qualifying expenditures for increasing

research activities" means the qualifying expenditures as
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defined for the federal credit for increasing research
activities which would be allowable under section 41 of the
Internal Revenue Code in effect on January 1, 1990.

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

1, Code Supplement 1989, is amended to read as follows:

The 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-haif thirteen 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 reseacch
activities is a percent equal tc the ratio of qualified
research expenditures in this state to the total qualified
research expenditures. For purposes of this subsection,
"qualifying expenditures £or increasing research activities”
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
effect on January 1, 19990,

Sec. 5. Secticn 422.35, subsection 11, Code Supplement
1989, is amended by adding the following new paragraph:

NEW PARAGRAPH. e, The limitations on net operating loss

carryback and carryforward under sections 172(b)(1l)(M) and
172{m) of the Internal Revenue Code shall apply.

Sec. 6. 1989 Iowa Acts, chapter 285, section 10, is
amended tc read as follows:

SEC. 10. Seetrons-:r-and-3 Section 2 of this Act are is
retroactive to January 1, 1988, for tax years beginning cn or
after that date.

Sec. 7.

Sections 1 and 5 of this Act are retroactively applicable
to January 1, 1989, for tax years beginning on or after that
date.

Sec. 8.

Section 2 of this Act is retroactively applicable to

-2-




Ny
s.e. At ar
1 January 1, 1986, for tax years beginning on or after that .
Z date.
3 Sec. 9.

Feoe 4 Sections 3 and 4 c¢f this Act take effect January 1, 18¢1,
5 and are applicable for tax years beginning on or after that
6 date.

7 Sec. 10.

8 Sectisn 6 of this Act is retroactively applicable to

% January 1, 1988, for tax years beginning on or after that
10 date.

11 EXPLANATION

12 This bill updates references to the federal Internal

13 Revenue Code, provides for ccomputation of certain income,
14 increases the tax credit for research activities and provides

i5 limits for certain net operating losses.

L Section 1 of the bill updates the references to the federal
17 Internal Revenue Code. This section 1s retrcactively
18 applicable to January 1, 1589, for tax years beginning on or .

19 after that date.

20 Section 2, which is retroactively effective to January i,
21 1986, provides for personal net income to be computed by

22 subtracting the income from certain foreclosure, forfelture,
23 and sale or exchange of property. Current law provides for
24 subtracting lncome or ioss from such transactions.

25 Seclicns 3 and 4 increase the income tax credit for

26 research act:ivities in the state to 13 percent of the state's
27 apportioned share ©f quaiifying expenditiures Ior increusing
28 research activities, Current law aliows a credit of £.5

25 percent. These sections are zbpplicanle for tax years

30 heginning on or after January 1, 1991.

31 Section 5 provides that the limitations on net operazing

]
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32 loss carryback and carryiocrward for compubting net inconm

Q
re

33 cerporation under the federal Internal Revenye Code shall
a2

troactively applicable to Januery I,
35 1989, for tax years beginning <n or after that date. .

r

34 apply. This section i
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Section 6 applies to the update of the Internal Revenrue
Code which was passed by the 73rd General Assembly but was not
made retroactive. This section makes the update passed in the
1989 Session retrocactively applicable to tax years beginning

on or after January 1, 1988.
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Amend Senate File 2114 as follows:

1. Page 1, line 21, by inserting the after the
word "percent" the following: "of the first sixty
thousand dollars”.

2. Page 1, line 22, by inserting after the word
"activities" the following: "and six and one-half
percent of the state's apportioned share of the
qualifying expenditures for increasing research
activities 1n excess of sixty thousand dollars".

3. Page 2, by inserting after line 3 the
following:

"Sec. 100. Section 422.12B, subsection 1, Code
Supplement 1989, is amended to read as follows:

1. The taxes imposed under this division, less
credits allowed under sections 422.10 through 422.12,
shall be reduced by an earned income credit equal to
£+ve six and one-half percent of the federal earned
income credit received by the taxpayer under section
32(b) of the Internal Revenue Code. Any credit in
excess of the tax liability is nonrefundable."

4, Page 2, line 8, by inserting the after the
word "percent" the following: "of the first sixty
thcusand dollars". '

5. Page 2, line 10, by inserting after the word
"acztivities" the following: "and six and one-half
vercent of the state's apportioned share of the
gualifying expenditures for increasing researcn
accivities 1n excess of sixty thousand dollars”.

6. Page 3, line 4, by striking the word and
figure "and 4" and inserting the following: ", 4, and
100",

By CHARLES BRUNER
ELAINE SZYMONIAK
WILLIAM DIELEMAN

-

S—-5066 FILED FEBRUARY 7, 1990
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FEBRUARY 22,

SENATE FILE 2114
SENATE FILE 2114 AS AMENDED BY THE SENATE
FISCAL NOTE

A fiscal note for Senate File 2114 as amended by the Senate is hereby submitted
pursuant to Joint Rule 17. Data used in developing this fiscal note 1s
available from the Legislative Fiscal Bureau to members of the Legislature upcn
request.

Senate File 2114 as amended by the Senate updates references to the federal
Internal Revenue Code, provides for computation of certain income, continues
the tax credit for research activities and also doubles the credit from 6.5% to
13,02 on the first $60,000 of qualified research expenses, provides limits for
certain net operating losses, and raises the non-refundable earned income
credit from 5% of federal credit allowed to 6.5% of federal earned income
credit.

Fiscal Impact

FY 1991 FY 1992
{($ mil) ($ ail)

- ——— — Smmam———

Internal Revenue Code Update (50.85) $1.0
Research Activities Credit - (51.2)
Earned Income Credit -- (50.6)
NET IMPACT ?ZB?QE; E;ng;z

Department of Revenue and Finance
Legislative Tax Model (LSB 79%97sv.3, PDD)

FILED FEBRUARY 21, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR
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SENATE FILE 2114 SENATOR BRUNER
FISCAL NOTE

4 fiscal note for Senate Pile 2114 zs amended by $-5G66 is hereby submitted
pursuart to Joint Rule 17. Data used in developing this f£iscal note is
availabie from the Legislative Flscal Bureau ro members of the Legislature upon
request.

Secnate File 2114 as amended by 5-5666 wupdates references to the federal
Internal Revenue Code, provides for computation of certain income, continues
the tax credit for research activities and also doubles the credit from 6.5% to
£13.0% on the first $60,000 of qualified research expernses, provides limits for
certain net operating losses, and raises the non-refundable earned income

credit ftrom 5% of federal credit allowed to 6.3% of federal earned income
credit.

Eigcal Impact

FY 1991 FY 1992
($ mil) (5 mil)

=S o= === == =====

Internal Revenue Code Update {50.85) 51.0
{.esearch Activities Credit - {51.2)
: Earned Income Credit -- ($0.6)

NET IMPACT (50.85)  (50.8)

Department of Revenue and Finance
Legislative Tax Model (LSB 7997sv.2, PDD)

FILED FEBRUARY 16, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR
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Senate File 211& updates “ceferences to the federal [anternal Revenue Code,
provides. for cqmpucatxon Ofv.CEKtain income, continues cthe tax credit for o
research acrivities and also doubles the credit from 6.5% to 13.0% of qualified

research  expenses, - and provides limits {or certain net operating losses.

Y 1991 FY 1992
{(§ m:1) (s mil) |

fngernal Reverue Code iUpdate (50.85) $1.0
Research Acctivities Credit -- (s2.0)
NET IMPACT (50.85) ($1.0)

Jepartment ¢f Revenue and Finance {L5B 79975+, PDD)

CILED JANUARY 25, 15940 BY DENNIS PRQUTY, FPISCAL DIRECTCR
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SENATE FILE & jidf
BY COMMITTEE ON WAYS AND MEANS

(AS AMENDED AND PASSED BY THE SENATE FEBRUARY 19, 1990)

- New Language by the

QLPassed Senate, Date :/3/9, (4.,474 Passed House, Date 3/&%/70(;/53:)
7 Y
Vote: Ayes </ Nays o Vote: Ayes 72 Nays =

Approved _é%@u/ffa /990
A BILL FOR

An Act relating to the updating of references to
Internal Revenue Code, relating to income tax
computation of net income, increasing the tax

for certain research activities, providing an

and providing certain retroactive applicability dates.

Senate

the federal
and the
credit allowed
effective date,

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

SF 2114
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Section 1. Section 422Z.3, subsection 5, Code Sﬁpplement
1989, is amended to read as follows:

5. "Internal Revenue Code" means the Internal Revenue Code
of 1954,‘prior to the date of its redesignation as the
Internal Revenue Code of 1986 by thé Tax Reform Act of 1986,
or means the Internal Reveriue Code of 1986 as amended to and
including January 1, #98% 1990, whichever is applicable.

Sec. 2. Section 422.7, subsection 16, unnumbered paragraph
1, Code Supplement 1989, is amended to read as follows:

Subtract the income er-:ess resulting from the forfeiture
of an installment real estate contract, the transfer of real

. or personal property securing a debt to a creditor in

cancellation of that debt, or from the sale or exchange of
property as a result of actual notice of foreclosure if all of
the following conditions are met:

Sec. 3. Section 422.10, unnumbered paragraph 1, Code 1989,
is amended to read as follows:

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 equals six-ard-ere-haif
thirteen percent of the first sixty thousand dollars of the

state's apportionea share of the qualifying expenditures for

increasing research activities and six and one-half percent of

the state's apporticned share ot the qualifying expenditures

" - s 4 n - SRR
25 "Tor increasing research activities in excess of sixty thcusand
26 Qollars. The state's apportioned share of the qualifying

27
28
29
30
31
32
33
34
35

AR
expenditures for increasing research activities 1s a percent

equal to the ratio of qualified research expenditures in this
state to total gqualified research expenditures. For purposes
of this section, an individual may claim a research credit for
qualiinng research expenditures incurred by a partnership,
subchapter S corporation, and estate, or trust éiecting to
have the income taxed directly to the individual. The amount
claimed by the individual shall be based upon thne pro rata

share ©f the individual's earnings of a partnershiip,

RN R T R RSN E RT



S.F. ;ﬁii‘! H.F.
‘ subchapter S corporatiocn, er estace, or trust. FfoOr purpuses

of this section, "qualifying expenditures for increasing

research activities" means the qualifying expenditures as

defined for the federal credit for increasing research

o W N

activities ‘which would be allowable under section 41 of the
5426 Internal Revenue Code in effect on January i, 1990.

7 Sec. 4. Section 422.12RB, subsection 1, Code Suppiement

L
8 1989, is amended to read as follows:
S .

9 1. The taxes imposed under this division, less credits
AT L A O I e

10 allowed under sections 422.10 through 422.12, shall be reduced

L - -
11 by an earned income credit equal to f£ive six and one-haif

ot e T o e " S ..
12 percent of the federal earned income credit receivea By the

L -
13 taxpayer under section 32(b) of the Interqg} Revenue Code.
L

'14_An2 credit in excess of the tax liabilitvy is nonrefundable.
3 RN

15 = Sec. 5. Section 422.33, subsection 5, unnumbered paragraph

16 1, Code Supplement 1989, is amended to read as follows:

‘ 17 The taxes imposed under this division shall be reduced by a
18 state tax credit for increasing research activities in this

19 state equal to six-and-eme-haif thirtesn percent of the first

20 sixtyv thousand dollars of the state's apportioned share of the

- e
21 qualifying expenditures for increasing research activities and
. il VR
22 six and one-half percent of the state's znpmortionecd share o=t
S S P R K % s ; ; w@
23 the gualifying expenditures for increasing cesearch «ctivities

L A T 3 k3 -
24 1n excess of sixty thousand dollars. The state's apportioned

25_Share of the qdéliEQiﬁS”é§§éﬁa§£dies for increasing research
26 activities is a percent equal to the ratio of qualified,

27 research expenditures in this state to the total qualified
28 research expenditures. For purposes of this subsection,

29 "qualifying expenditures fof,increasing research activities"”
30 means the qualifying expenditures as defined for the federal
31 credit for increasing research activities which would be

32 allowable under section 41 of the Internal Revenue Code in

54233 effect on’Januéry 1, 199¢.
. 34 Sec. 6. Section-422.35, subsection 11, ’Codeﬁupplement
'35 1989, is amendedAby adding the following new paragraph:

| o -2-
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sow PARAGRAPH. e. The limitations on net operating loss

carryback and carryforward under sections 172(b){1)(M) ana
172(m) of the Internal Revenue Code shall apply.

Sec. 7. 1989 Iowa Acts, chapter 285, section .0, is
amended to read as follows:

SEC. 10. GSeectiens-t-and-3 Section 2 of this Act are s
retroactive to January 1, 1988, for tax years beginning on or
after that date.

Sec. 8.

Sections 1 and 6 of this Act are retroactively applicable
to January 1, 15863, for tax years beginning on or after that
date. '

Sec. 9.

Section 2 of this Act is recroactively applicaoie to
y January i, 1986, for tax years beginning on or after that
date.

Sec. 10. ‘
Sections 3, <, and 5 of this Act take effect Janua:ry i,
1991, and are applicable for tax years beginning on or after

that date.

Sec. 11. - ,

Section 7 of this Act is retroactively applicable to
January 1, 1988, for tax years beginning on or after that
date.
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SENATE FILE 2114

L 5812
g
. Amend Senate File 2114, as amended, passed, and
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teprincted by the Senate, as fcllows:

1. Page 1, by inserting after line 15 the
fcilcwing:

"Sec. 100. Section 422.9%, subsection 2, paragraph
£, Code Supplement 1989, is amended by striking the
paragraph.”

2. Page 2, by inserting af:ter line 6 the
foillowing:

"Sec. 10l1. Section 422.12, subsection 3, Code
Supplement 1989, (s amended by striking the
subsection.”

3. Page 3, by inserting after line 24 the
folicwing:

"Sec. . Sections 100 and 101 of this Act are
retroactively applicablie to January 1, .$90, for tax
years beginning on or after that daze."

HAMMOND of Story SHIZIRZAN c¢f Polk
CONNORS of Polk TEAFORD of Black Hawk
METCRALF of Polk OCDERER of Jonnsen
NEUHAUSER of Jchnson JAY of Appanocse
CARPENTER of Polk SHOULTZ of Black Hawk
HARPER of Black Hawk CSTERBERG of Linn
BISIGNANO of Polk JOHNSON of Winneshiek

7 5912 FILED MARCH 28, 19990
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SENATE FILE 2114

B-5919
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Amend Senate File 2114, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, iines 20 and 21, by striking the wcrds
"arx-and-one-neif thivteen percent of the first sixty
thousand dollars" and inserting the following: “sSix
and one-half percent”.

2. Page 1, by striking lines 23 through 26 and
inserting the following: “"increasing research
activities. Trhe state's apportioned share of the
gqualifying".

3. Page 2, lines 19 and 20, by striking the words
"srx-and-one-hatf thirteen percent of the first S1xty
thousand doilars” and Inserting the foliowing: "six
and one-half percent".

4. Page 2, by striking lines 21 through 24 and
inserting the following: "qualifying expenditures for
lncreasing research activities, The staze's
apportioned"”.

5. Title page, lines 3 and 4, by striking the
words "increasing the tax credit allowed for certain
research activities,".

By WISE of Lee
TABOR 0f Jackson

H-$919 FILED MARCH 28, 1990
G odoptid 3f24p 1572)




SENATE FILE 2114
_H-5412
A1 Amend Senate File 2114, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 2, line 6, by striking the words and
4 figures "in effect on January 1, 1990".
5 2. Page 2, lines 32 and 33, by striking the words
6 and fiqures "in effect on January 1, 1990".
By GRONINGA of Cerro Gordo

B-5412 FILED FEBRUARY 28, 1590
Rowe /24 (582

SENATE FILE 2114

B-5603

1 Amend Senate File 2114, as amended, passed, and

2 reprinted by the Senate, as follows:

l. Page 2, by striking lines 7 through 14.
. Page 3, line 18, by striking the following:
r
. By renumbering as necessary.
By METCALF of Poik

r

2
o 4
3

H-5603 [ILED MARCH 12, 1990
Fomt /2 (p 1575




HOUSE AMENDMENT TO
SENATE FILE 2114
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File 2114, as amended, passed, and
e Senate, as folleows:
lines 20 and 21, by s:r ng '2¢ 0 oords
tf thirteen percent of tne first sixty
rs" and inserting the following: “six
percent”.
by striking lines 22 through 26 and
ne folilewing: “"increasing research
Tne state's apportioned share of the
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lines 19 and 20, oy stiriking the words
i-Sme-hat€ chirceen percent ¢f rhe fjirst siuny
¢o.llars" and insexrting the fcilicwing: “six
. ercent",
DY sirliiing iines 21 throush 24 and
foliowing: ‘"qgualifying exgenditures for
search activities. The staze's
ge, lines 3 and 4, by s:trixing =zhe
ng the tax credit aliowed for certalin
ties, ™.



SENATE CLIP SHEET APRIL 4, 1950 Page 54

SENATE FILE 2114 .

FISCAL NOTE

A fiscalt note for Senate File 2il4 as Amended by S5-5824 is hereby submitted

pursuant to Joint Rule i7. Data used in <developing this fiscal note is
available from the Legislarive Fiscal Bureau to members of the Legislature upon
request.

Senate File 2114 as amended by $-5824 wypdates references to the federal
Internal Revenue Code, provides for computation of certaln income, continues
the tax credit for research activities at the tax year 1930 level of 6.5% on
the first $60,000 cf quaiified research expenses, provices .imits for certain
net operating losses, and raises the non-refundable zarrned income credit from
3% of federal «credit allowed to 6.5% of federal e¢arned income cred:it.

Fiscal Impact

FY 199} HY 1992

(s mil) (s mi.)
Internal Revenue Code iUpdate E;&jg;; _;Ija--
Research Activities Credit -- (51.0) .
Earned Income Credi: - {50.6) |
NET IMPACT -~ E;ng;j E;éj;;_

Department of Revenue and Finance
Legislative Tax Model {188 7697s5v.4, PDD)

FILED APRIL 3, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR
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WAYS AND MEANS BILL
REQUESTED BY SZYMONIAK)
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@ earrlemanst SENATE FILE
BY (PROPQSED

Passed Senate, Date Passed House,

Vote: Ayes Nays Vote: Ayes

Approved

A BILL FOR

An Act relating to the updating of references to
Internal Revenue Code, relating to income tax
computation of net income, increasing the tax
for certain research activities, providing an

Date

Nays

the federal

and the

credit allowed
effective date,

and providing certain retroactive applicability dates.
BE IT ENACTED BY THE GENERAL ASSEMELY OF THE STATE OF IOWA:

TLSB 7997SF 73
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Section 1. Section 422.3, subsection §, Code Supplement
1989, is amended to read as follows:

S. "Internal Revenue Code" means the Internal Revenue Code
of 1954, prior to the date of its redesignation as the
Internal Revenue Code of 1986 by the Tax Reform Act of 1986,
or means the Internal Revenue Code of 1986 as amended to and
including January 1, 3989 1990, whichever is applicable.

Sec. 2. Section 422.7, subsection 16, unnumbered paragraph
l, Code Supplement 1989, is amended to read as follows:

Subtract the income or-toss resulting from the forfelture
of an installment real estate contract, the transfer of real
or personal property securing a debt to a creditor in
cancellation of that debt, or from the sale or exchange of
property as a result of actual notice of foreclosure if all of
the following conditions are met:

Sec. 3. Section 422.10, unnumbered paragraph 1, Code 1989,
is amended to read as follows:

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 equals six-and-one-haif
thirteen 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
qualifying research expenditures incurred by a partnership,
subchapter § corporation, and estate, or trust electing to
have the income taxed directly to the individual. The amount
claimed by the individual shall be based upon the pro rata
share of the individual's earnings of a partnership,
subchapter S corporation, eor estate, or trust. For purposes
of this section, "gqualifying expenditures for increasing
research activities" means the qualifying expenditures as

-] -




oW

w -3 O wn

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

defined for the federal credit for increasing research
activities which would be allowable under section 41 of the

Internal Revenue Code in effect on January 1, 1990.

Sec. 4. Section 422.33, subsection 5, unnumbered paragraph
1, Code Supplement 1989, is amended to read as follows:

The 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-haté thirteen 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 gualified
research expenditures in this state to the total qualified
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 which would be
allowable under section 41 of the Internal Revenue Code in

effect on January 1, 1990.

Sec. 5. Section 422.35, subsection 11, Code Supplement
1989, is amended by adding the following new paragraph:

NEW PARAGRAPH. e. The limitations on net operating loss
carryback and carryforward under sections 172(b)(1) (M) and
172(m) of the Internal Revenue Code shall apply.

Sec. 6. 1989 Iowa Acts, chapter 285, section 10, is
amended to read as follows:

SEC. 10. Sections % 2 and 3 of this Act are retroactive to
January 1, 1988, for tax years beginning on or after that
date.

Sec. 7.

Sections 1 and 5 of this Act are retroactively applicable
to January 1, 1989, for tax years beginning on or after that

date.
Sec. 8.
Section 2 of this Act is retroactively applicable to
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January 1, 1986, for tax years beginning on or after that

date. '
Sec. 9.

Sections 3 and 4 of this Act take effect January 1, 1991,
and are applicable for tax years beginning on or after that
date.

Sec. 10,
Section 6 of this Act is retroactively applicable to

January 1, 1988, for tax years beginning on or after that .
date.
EXPLANATION

This bill updates references to the federal Internal
Revenue Code, provides for computation of certain income,
increases the tax credit for research activities and provides
limits for certain net operating losses,

Section 1 of the bill updates the references to the federal
Internal Revenue Code. This section is retroactively
applicable to January 1, 1989, for tax years beginning on or .

after that date.
Section 2, which is retroactively effective to January 1,

|

1986, provides for perscnal net income to be computed by l
subtracting the income from certain foreclosure, forfeiture,
and sale or exchange of property. Current law provides for
subtracting income or loss from such transactions.

Sections 3 and 4 increase the income tax credit for
research activities in the state to 13 percent of the state's
apportioned share of qualifying expenditures for increasing
research activities. Current law allows a credit of 6.5
percent. These sections are applicable for tax years
beginning on or after January 1, 1991.

Section 5 provides that the limitations on net operating
loss carryback and carryforward for computing net income of a
corporation under the federal Internal Revenue Code shall
apply. This section is retroactively applicable to January 1,
1989, for tax years beginning on or after that date. .
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Section 6 applies to the update of the Internal Revenue
Code which was passed by the 73rd General Assembly but was not
made retroactive. This section makes the update passed in the
1989 Session retroactively applicable to tax years beginning

on or after January 1, 1988.
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SENATE FILE 2114

AN ACT
RELATING TOQ THE UPDATING OF REFXRFNCES TO THF FEOERAL IKTERNAL
REVENUE COB¥E, RELATIHG TO INCOME TAX AXD TH:Z COMPUTATION or
NET INCOME, PROVIDING AN RFUVECTIVE DATE, AND PROVIDLNG
CERTATIN RETROACTIVE APPLICABILITY DATES.

BE IT EMACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOQWA:

Section 1. Section $22.3, subsection b, Code Supplenent
1989, is amended to read as tollows:

5., *“Ipnternal Revenue Code" means the Internal Revenue Code
of 1954, prior to the date of its redesignation as the
Internal Revenue Code of 1986 by the Tax Reform Act of 1986,
or meansz the Internal Revenue Code of 1986 as arended to and
ircluding Januaty i, $989 1990, whicnever is applicable.

Sec. 7. Section 422.7, subsection 16, unnumbered patagraph

Code Supplement 1989, is arended to read as fallows:

Subtract the income of ‘1ess resulting ficm the forfeiture
of an installment real estate contract. the transfer of real

or petsonal property securing a debt to a credizor in
cancellation of that dewt, or from the sale or ewchange of

o

Senate Fiie 2114, p. 2

preperty as a cesult of actua: notice of foreciosute 36 all of
the following conditions are met:

See. 3. Section 422,10, urnumberec parageapd 1, Code 1983,
is amended te read as follows:

The taxes 1mposed under this division shall be reduced by a
state tax credit for increasing reseacrch activities 1n this
state. For individuals, the credis equals six and one-halt
percent of the state's apportioned share of the qualifying
expenditures for increasing resgearch activities. The state's
apportioned share of the gualifying expenditures for
increasing research activities is a percent egual to the ratin
of gualified research expenditures in this state to total
qualified research expenditures, For purposes of this
section, an individual may claim & reseacch credit for
qualifying research expenditures incurred by a partoetship,
subchapter § corporation, and estate, ot trust electing to
have the income taxed ditectly to the individual. The amount
claimed by the individual shall be based upon the pro rata
snare of the individual's earnings of a partnership,
subohapter § corporation, or estate, or toust. For purposes
of this section, "qualifying expenditures for increasing
resvarch activities™ means the qualifying expeaditures as
defined for the federal credit for increasing cesedrch
activities which would be allowable under section 41 of the
Internal Revenue Code 1t effect on January 1. 19%0.

Sec. 4. Section 422.:28, subsection 1, Code Supplement
1989, is ameadied to read as {ollows:

5. The taxzes imposed under this division, less credits
allowed under sections +22.10 through 422.12, shall be reduced
by an earned income credit equal te ttve six_and ane-half
percent of the federal cacrpned incorme credit received by the
taxpayer under section 32(b) of the Internal Revenue Codce.

Any credit in excess of the tax liability is nonrefundable.

Sec. . Section 22,33, subsection 3, uonumbered paragraph

1, Code Suppienent 1989, is amended to ead as fellows:
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Tae taxes 1nposed under this division shall Te reducaed by a
staze tux credit fer increasing cescerch actavaties an thos
state egqual Lo six and cre-halé percent of the state’s
apporsioned share of the gqualifvirg expenditures for
increasing research activities, The state's apportacowed share
nf the qual fying cxpenditutes for increasing ruesearch
acLivities 1 a pareent equal Lo the catio of gualified
rescarch expenditates in this state to the -otal qualified
research expenditares. For purposes of this subsecticn,
"qualifying experditures for increasing research actiwities”
reans the qualifying expenditures as defineé for the federal
credit fo- increasing reseacrch astivities which would be
allowable under secticr 41 of toe Internal Hevenue Code an
eifect on January L, 1990.

Sec. 6. Section 422.35, subsection 11, Code Supplement
1989, is amended by adéing the {ollow.ng new patagraph:

NEid_ PARAGRA®H. e. The liritations on net operatirg loss
carryback ard catryforward under secticns 172(L)(1) (M) and
172¢m) of the Internal Revenue Code shall apply.

Sec. 7. 1989 lowa Acts, chapter 28%, section 10, 1s
amended to read as follows:

5EC. 10, Sections t-and-3 Section 2 of this Act are is
retroactive to January 1, 1388, for tax years beginnirg on or
after that date.

Sec, 8.

Sections 1 and & of this Act are retroactively applicable
Lo Jarvary I, 1989, for tax years beginring on or after that
date.

Sec. 9.

Section 2 of tnis Act 15 retroactaively applicable to
January 1, 1986, fcr tax yeats beginming on or after that
date,

Sec. 10.

gecticrs 3, 4, and 5 of thig Act take eifecot January 1,
1991, and are applicable #3r tax years beg:nning oa or aftee
that Jdate.
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Sec. 1l.
Saction 7 of Lthis Acvt is retroactiveiy applicanle to
Jaeruary 1, 1988, {or tax yca:s beginning on or aftec that

dare,

JOANX ZTMMERMAN

President of the Senate

DONRLD [, AVENSON
Speaxer of the House

1 hereby cersify that Lnis bill originated ir the Senate and
.8 krowr as Senate File 7114, Seventy-Lhied General aAssembly.

JOBRN F. DWYER
secretary of the Senate
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