
Passed Senate, 

Vote: Ayes /_;_ 7 Nays 

Approved 

A BILL FOR 

SENATE FILE ~ \ \ ~ 
BY COMMITTEE ON WAYS AND MEANS 

f="or...- tr l,'j / ~~ ~ .J ()C~. \ 
/.-:..r .. f-.--z.,;.,__ .... .! ',If. ' 

Passed House, Date -!.P"l A9,_,""-------t(B-'-- J>fsj 
Vote: Ayes ?';L Nays ~Ci~----

l An Act relating to the updating of references to the federal 

2 Internal Revenue Code, relating to income tax and the 

3 computation of net income, increasing the tax credit allowed 

4 for certain research activities, providing an effective date, 

5 and providing certain retroactive applicability dates. 

6 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F.o?I\L\ H.F. 

1 Section l. Section 422.3, subsection 5, Code Supplement 

2 1989, is amended to read as follows: 

3 5 . "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 ~986, 

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

7 including January 1, r989 1990, whichever is applicable. 

8 Sec. 2. Section 422.7, subsection 16, unnumbered paragraph 

9 l, Code Supplement 1989, is amended to read as follows: 

10 Subtract the income er-ress resulting from the forfeiture 

11 of an installment real estate contract, the transfec of real 

12 or personal property securing a debt to a creditor in 

13 cancellation of that debt, or from the sale or exchange of 

14 property as a result of actual notice of foreclosure if all of 

15 the following conditions are met: 

16 Sec. 3. Section 422.10, unnumbered paragraph l, Code 1989, 

17 is amended to read as follows: 

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

19 state tax credit for increasing research activities in this 

20 state. For individuals, the credit equals s±x-Bnd-e~e-half 

~··~21 thirteen percent of the state's apportioned share of the 

~·~22 qualifying expenditures for increasing research activities. 

23 The state's apportioned share of the qualifying expenditures 

24 for increasing research activities is a percent equal to the 

25 ratio of qualified research expenditures in this state to 

26 total qualified research expenditures. For purposes of this 

27 section, an .indivicl~:al may claim a resea~ch credi:. for 

28 qualifying research expend~turcs incurred by a partnership, 

29 subchapter S co~pcra:ion, a~d estateL or trust electing to 

30 hdve the income ~axed directly to the individua~. ·rh2 amourlt 

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

32 share of the individual's earni~gs of a partnership, 

33 subchapter S corporation, e'· estate, or tr,lst. For purposes 

34 of this section, !'qualifying expe~dit~res ~ . . 
~.or 1ncreas.i.ng 

35 researci1 activities'' means the quali~y~ng expendittlres as 
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S.F. :ll 14 H.F. 

l defined for the federal credit for increasing research 

'5 c ,;. w'> 

2 activities which would be allowable under section 41 of the 

3 Internal Revenue Code in effect on January 1, 1990. 

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

5 1, Code Supplement 1989, 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 

SetH<> 8 state equal to s!:x-and-one-htt"f th_irt~ percent of the 

9 state's apportioned share of the qualifying expenditures for 

5u;.G, 10 increasing research activities. The state's apportioned share 

ll 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 
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27 

28 

29 

30 

''qualifying expenditures for increasing research activities" 

means the qualifying expenditures as defined for the federal 

credit for incr~asing research activities which would be 

allowable under §ection 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)(l)(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. Seetions-~-and-3 Section 2 of this Act are is 

retroactive to January 1, 1988, for tax years beginning on or 

after that date. 

Sec. 7. 

31 Sections l and 5 of this Act are retroactively app~icable 

32 to January 1, 1989, for tax years beginning on or after that 

33 date. 

34 Sec. 8. 

35 Section 2 of this Act is retroactively applicable to 
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S.F. 

2 Jale. 

3 Sec. 9. 

Sections 3 and 1 of this Act take effect ;ar!uary l, 1991, 

5 and dre applicable for tax years heginning on or after :ha: 

6 date. 

7 Sec. 10. 

8 Secti~r• 6 of this Act is retroactively applicable to 

9 January 1, 1988, for tax years beginning o~ or afte~ that 

10 date. 

J J EXPLAl\iA'nON 

12 This bill updates references to the ~ederal Internal 

13 Reven11e Code, provides for computation of certain income, 

14 increases the tax credit for research activities and prov1des 

15 limits for certain net operating losses. 

l6 Section l of the bill updates the references to the feder2l 

17 Internal Revenue Code. This section is ~etroactively 

18 applicable to January l, 1989, for tax years beginni~g on or 

19 after that date. 

20 Secti_Oil 2, which is retroactively effective to January 1, 

21 1986, provid~s for personal net i~come to be computed by 

22 subtractir1g the income from certain foreclosure, forfe~t:;~e, 

23 ctr:d S<-::le or exchange of property. C1~rrenl law tJrovides for 

24 subtracting income or loss ~roffi such transactions. 

25 Seclions 3 a~d ~ increase t~e i~come tax credit (or 

26 re~e2rch acti.vities ln the statP to :3 percent of the state's 

27 apportioned share of qualifying expendit~i<es ~or incre~sing 

28 res~arch activities. Current law allows a credit of 6.5 

29 percent. These sections ar·e applicable for ~ax years 

30 beginning an or after Janva~y l, lY9l. 

31 Section 5 provides that the limitations on net opera=ing 

32 loss carryback and car:yfor~ard for computing net inco~e t;[ 2 

33 corpvrdtion :;nder t::e :ederal I::ternal RevePl;e Code sha.:.]. 

34 apply. This sect~on is retroactively applicable to Janu~~y ., 

35 1989, for tax years beginning C..'i1 or a:ter t:,at date. 

~3-



S.f. al11. H.F. ----

l Section 6 applies to the update of tlte Internal Reve~ue 

2 Code which was passed by the 73rd General Assembly but was ~ot 

3 made retroactive. This section makes the update passed in the 

4 1989 Session retroactively applicable to tax years beginning 

5 on or after January l, 1988. 
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SENATE FILE 2114 
S-5066 

l Amend Senate File 2114 as follows: 
2 1. Page 1, line 21, by inserting the after the 
3 word "percent" the following: "of the first sixtv 
4 thousand dollars". 
5 2. Page 1, line 22, by inserting after the word 
6 "activities" the following: "and six and one-half 
7 percent of the state's apportioned share of the 
8 qualifying expenditures for increasing research 
9 activities in excess of sixty thousand dollars". 

10 3. Page 2, by inserting after line 3 the 
11 following: 
12 "Sec. 100. Section 422.128, subsection l, Code 
13 Supplement 1989, is amended to read as follows: 
14 l. The taxes imposed under this division, less 
15 credits allowed under sections 422.10 through 422.12, 
16 shall be reduced by an earned income credit equal to 
17 ~±~e six and one-half percent of the federal earned 
18 income credit received by the taxpayer under section 
19 32(b) of the Internal Revenue Code. Any credit in 
20. excess of the tax liability is nonrefundable." 
21 4. Page 2, line 8, by inserting the after the 
22 word "percent" the following: "of the first sixty 
23 thousand dollars". 
24 S. Page 2, line 10, by inserting after the word 
25 "ac::ivities" the following: "and six and one-half 
26 oercent of the state's apportioned share of the 
27 qualifying expenditures for increasing research 
28 ac::ivities in excess of sixty thousand dollars". 
29 o. Page 3, line 4, by striking the word and 
30 figure "and 4" and inserting the following: ", 4, and 
31 100". 

S-l~ FILED FEBRUARY 7, 1990 a _ _ G _, ... _, _-

By CHARLES BRUNER 
ELAINE SZYMONIAK 
WILLIAM DIELEMAN 
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SENATE FILE 2114 
SENATE FILE 2114 AS AMENDED BY THE SENATE 

FISCAL NOTE 

A fiscal note for Senate File 2114 as 
pursuant to Joint Rule 17. Data 
available from the Legislative Fiscal 
request. 

amended by the Senate is hereby submitt~d 
used in developing this fiscal note i" 

Bureau to members of the Legislature upcn 

Senate file 2114 as amended by the Senate updates references to the federnc 
Internal Revenue Code, p~ovides 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 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 

Internal Revenue Code Update 

Research Activities Credit 

Earned Income Credit 

NET IMPACT 

Department of Revenue and Finance 
Legislative Tax Model 

FILED FEBRUARY 21, 1990 

FY 1991 
($ mil) 
--------------

($0.85) 

::::::::::::::::::::;;;;;;;; 

($0.85) 

FY 1992 
($ mil) 
=~===== 

$1.0 

($1.2) 

($0.6) 
======-
($0.8) 

(LSB 7997sv.3, PDD) 

BY DENNIS PROUTY, FISCAL DIRECTOR 



FE32~A~·i ::.. 9, l. 990 

SENATE FILE 2114 
,fiSCAL NOTE 

rtEQ.. BY SENATOR BRt.JNER 

·------ ----

A f~scal 

pursuar.t 
avai lab i.e 
request. 

note for Senate File 2114 as amended by S-5066 1s hereby :;uomitteci 
to Joint Rule 17. Data used 1n developing this fiscal note is 
from the Legislative Fiscal Bureau to members of the Legislature upon 

-- --- ---·-----··------ ----- ·---· 

s~nate File 2114 as amended by S-5066 updates references to the ~~deral 

Internal Revenue Code, provide~ for computation of certain income, continue~ 
the tax cred!t for research activities and aLso Coubles the credit from 6.54 to 
13.0% on the first $60,000 of qualified research expenses, ?rovides limits fur 
certat~ net operating losses, and raises the non-refundable ear~ed income 
credit from SZ of federal credit allowed to 6.51 of federal earned income 
credit. 

Fiscal Impact 

~nternai Revenue Code Update 

;~esearch ~ctivities Credit 

Earned Income Credit 

NET IMPACT 

Department of Revenue and Finance 
Legislative 7ax Model 

FILED FEBRUARY 16, 1990 

FY 199! 
($mil) 

($0.85) 

====:;;;:; 

($0.85) 

FY 1992 
($ mil) 
======= 

$1.0 

($1.2) 

($0.6) 

($0.8) 

(LSB 7997sv.2. PDO) 

BY DENNIS PROUTY, FISCAL DIRECTOR 
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St:;NI\'l' I;; !-' 1 Ll:; L114 

FISCAL NOTE 

-· . -. ~ - . .:...~· -'·--...,---: 
'· • .. ........ :~: ~.-:-:-----:::·--.;--.-- .. .• • .. ': -; . ·. . .. ! . . . • ;. 

•· 1\ \" i seal -· mn c ·.tor. s~:!fP.TE F !l.e,2l. 14 :;·,: her~ uy ·i.ubm i t.~cd 'P" r-"iant~ c·a 'Jo;·n~: R'! t e:. 
r]: IJai:.,,u,ed ·in· J<.'·/el~p·ii11; this fi$"c.,i ·-h-ot'e . .i'~;.•\'-'"3ta.bl·e_ fro;,· t-!ie·J!!gis·L~r"i·,e'.: 
F} .. J~~!-:f~-Uur~au ··ro memh:ers· of the L~i·i5l~t-ur~:IJp~ 'peq~~:t~ .:.~·- ·:. ··.<:: ·.: - ·- · -· -· . ~ . ·. . ·' . ' ··. . . . ~ .. . . . 

~----'-··~- . ·---"~---------· ··--------"--'--"------,--.,.,.c__ 

Senate File 2it-4-:·upif,,i:es ·.·_.i-ef_.c·r~~ces _co the feder.1l /nter:-ta1 Revenue Code, 
pcovi.des· for' ~coYn.Put.~t·toO. of .. cer'taln 1ncomc, cor'.t1nues the t.1x cr.cdit for 
research acriviticis and al.so do~blei the credit frum 6.5% to 13.0% of qualified 
re~~arch exp·enses. nnG· j:)rovides limit~ fvr certain n~t ope:-ar.ing tosses. 

t-'i:;~at lmoact 
-·-----~-

py !991 FY 1992 
($ Til! 1) (S mil) 
=·~===-- ==:::;:~~= 

!ncernal aevenue Code Update ($0.85) Sl.O 

Resea~ch Ac:ivities Credit ($2.0) 
--~~==:::::;;; :::::::::::=== 

!'-!El IMPACT ($0.8)) (Sl.O) 

(LS8 7997>·.-, ?DO) 

ILED JANUARY 25, 1990 BY DENNIS PROUTY, fiSCA~ DrRECTOR 



SENATE FILE 2 114 
BY COY'"'.UTT.EE ON WAYS AND MEANS 

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

- New Language by the Senate 

~Passed Senate, Date !iL-:sfto ~· l494)Passed House, Date .s ;0, ~/"to~· ;s-g->-;> 

r6 Nays _.:::o::__ __ Vote: Ayes if~ Nays o Vote: Ayes 

Approved ~u:.A' .r~-'/~Cf.:_CZ.L_:::__o ______ _ 

A BILL FOR 

1 An Act relating to the updating of references to the federal 

2 Internal Revenue Code, relating to income tax and the 

3 computation of net income, increasing the tax credit allowed 
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BE 

for certain research activities, providing an effective date, 

and providing certain retroactive applicability dates. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. 

1 Section 1. Section 422.3, subsection 5, Code Supplement 

2 1989, is amended to read as follows: 

3 5. "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, ~989 1990, whichever is applicable. 
8 Sec. 2. Section 422.7, subsection 16, unnumbered paragraph 

9 1, Code Supplement 1989, is amended to read as follows: 
10 Subtract the income or-±o~~ resulting from the forfeiture 

11 of an installment real estate contract, the transfer of real 

12 or personal property securing a debt to a creditor in 

13 cancellation of that debt, or from the sale or exchange of 

14 property as a result of actual notice of foreclosure if all of 

15 the following conditions are met: 
16 Sec. 3. Section 422.10, unnumbered paragraph l, Code 1989, 

17 is amended to read as follows: 
18 The taxes imposed under this division shall be reduced by a 

19 state tax credit for increasing research activities in this 

20 state. For individuals, the credit equals ~±~-and-ofte~ha±~ 

21 thirteen percent of the first sixty thousand dollars of the 

22 state's apportioned share of the qualifying expenditures for 

23 increasing research activities and six and one-half percent of 
24 the staf::_~_:_~pporti<?ned share of the qualifying expenditures 

25 tor 1ncleaslng research activi_ti_es in excess of sixty th<;·usand 
26 ~ollars. The state's ;pport~ share of the qualifying 

27 expenditures for increasing research activities is a percent 

28 equal to the ratio of qualified research expenditures in this 

29 state to total qualified research expenditures. For purposes 

30 of this sectio~, an individual may claim a research credit for 

31 qualifying research expenditures incurred by a partnership, 
32 subchapter S corporation, and estate~ or trust electlng to 

33 have the income taxed di~ectly to the individual. Tne amount 

34 claimed by the individual shall be based upon tne pro rata 

35 share cf the individual's earnings of a partnership, 

-..i..-



S.F. _j//4_ H.F. 

1 subchapter S corporation, er estaceL or cruse. £or purp03es 

2 of this section, "qualifying expenditures for increasing 

3 research activities" means the qualifying expenditures as 

4 defined for the federal credit for increasing research 

5 activities ·which would be allowable under section 41 of the 

5~~6 Internal Revenue Code in effect on January l, 1990. 

7 Sec. 4. Section 422.l2B, subsection l, Code Supplement 

8 1989, is amended to read as follows: 

9 1. The taxes imposed under thj.s division, less credits 

10 allowed under sections 422.10 through 422.12, shall be reduced 

11 by an earned income credit equal to f±'te si~an_9_ o~~-hal_i 
------~--~~--~~~--~------~~--------~~------~-~-- -12 percent of the federal earned income credit received by the 

13 taxpayer under section 32(b) of the Internal Revenue Code. 

14 Any credit in excess yf the ta.x liabili~!:.Y is nonrefur;;d;;ble. 

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

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

11 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 e±~-a~d-ene-ha±f thirteen percent of the first 
............._ ·-20 sixtv thousand dollars of the state's apportioned share of the 

WE !..,.1Hi!Ffi'11U N-

21 qualifying expenditures for increasing research activities and 
-.ii.·----

22 six and one-half percent of the state's c:;rn1ort_~9_ne~ __ s'~are -~;-
~ ~ , ... 

23 the qualifying expenditures for increat?~_.:--.e?earch ""-':::-~~§. 

-2-



S.F. 

1 .~ ... ,~ PARAGRAPH. e. The limitations on net operating loss 

2 carryback and carryforward under sections l72(b)(l)(M) ana 

3 172(m) of the Internal Revenue Code shall apply. 

4 Sec. 7. 1989 Iowa Acts, chapter 285, section ~o, is 

5 amended to read as follows: 

6 SEC. 10. Seet±on~-i-and-3 Section 2 of this Act are is 

7 retroactive to January 1, 19B8, for tax years begLnning 6n or 

8 after that date. 

9 Sec. 8. 

lC Sections 1 and 6 of this Act are retroactively applicable 

ll to January 1, :9&9, for tax years beginning on or after that 

12 date. 

13 Sec. 9. 

14 Section 2 of this Act is recroactlvely app1icaole to 

15 January 1, 1986, fo: tax years beginning on or after that 

16 date. 

17 Sec. 10. 

18 Sections 3, ~, and 5 of this Act ~ake effect Janua:y :, 

19 1991, and are applicable for tax years beginning on or after 

20 that date. 

21 Sec. 11. 

22 Section 7 of this Act is retroactively applicable to 

23 January 1, 1988, for tax years beginning on or after that 

24 date. 

25 
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27 

28 

29 

30 

31 

32 

33 

34 

35 

SF 2ll4 

-·3-



HOUSE: CLI? SiiSST :-lA:lCi 29, l99C 

SENATE FILE 2114 
--5912 

.. ,.., Amend Senate File 2:14, as amended, passed, and 
2 reprlnted by the Senate, as :cL.ows: 
3 l. Page l, by inserting after line 15 t~e 
4 following: 
5 ''Sec. 100. Section 422.9, subsection 2, paragraph 
6 f, Code Supplement 1989, is amended by striking the 
7 paragraph." 
8 2. Page 2, by inserting af~er line 6 the 
9 following: 

10 "Sec. 101. Section 422.12, subsection 3, Code 
11 Supplement 1989, ~s amended by striking t~e 
12 subsection." 
13 3. Page 3, by itlserting after line 24 the 
14 fol:.cwing: 
15 ''Sec. Sections 100 and 101 of this Act are 
16 retroactively applicable to January l, ~990, for tax 
!7 years beginning on or after that da:e.'' 
By HA~~OND of Story SHSRZAN of Polk 

CONNORS of Polk TEAFORD of Black Hawk 
METCASF of Polk ~ODER£R of Johnson 
NEUHAUSER of Johnson JAY of Appanocse 
CARPENTER of Polk SHOULTZ of Black Hawk 
HARPER of Black Hawk OSTERBERG of Linn 
BISIGNANO of ?elk JOHNSON of Winneshiek 

65912 FILED f.I.ARCH 28, 1990 
• -fl~£ ... A ~j ~)/./-~---<~- 3/)1.." ('f_ 1s'J.; ; 

SENATE FILE 2114 
H-5919 

1 Amend Senate File 2114, as amended, passed, and 
2 
3 
4 
5 
6 
7 
8 
9 

reprinted by the Senate, as folcows: 
!. Page l, lines 20 and 21, by striking the 

··~~~-tl~d-ene-he~f thitteen percent of the first 
thousand dollars'' and inserting the following: 
and one -halE per.cent"' 

words 
sixty 
"six 

2. Page l, by striking lines 23 through 26 and 
inserting the following: "increasing research 
activities. Tr.e state's apportioned share o= the 
qualify1ng". 10 

ll 3. Page 2, lines ~9 and 20, by striking the words 
l.2 ··~~~-tlnd-one-haiE thirteen percent of the first sixty 
\3 thousand dollars" and insert1ng the fol:owing: "six 
14 ~nd o~e-half percent''. 
13 4. Page 2, by striking lines 21 through 24 a11d 
16 inserting the following: ''qualifying expe~ditures for 
17 increasing research activities. The state's 
18 apportioned''. 
l9 
20 

• 
s. ?itle page, li::es 3 and 4, by st-:ik:i~g the 

wards ''i~creasing the tax credit allowc~ for cer~ain 
research activities,'' . 

By >·II SE o E Lee 
TABOR of Jac<.son 

H-5919 FILED !-\ARCH 28, 1990 
54;/.,-/ J/.:q(p ,_,;;2) 

?aqe 12 



SENATE FILE 2114 
B-5412 

l 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 l, 1990". 
5 2. Page 2, lines 32 and 33, by striking the words 
6 and figures "in effect on January l, 1990". 

R-5412 FILED FEBRUARY 
.X:~-- .J/,. (:j ;:;-b) 

By GRONINGA of Cerro Gordo 
28, 1990 

SENATE FILE 2114 
H-5603 

l Amend Senate File 2114, as amended, passed, and 
2 reprinted by the Senate, as follows: 
3 l. Page 2, by s'riking lines 7 through 14. 
4 2. Page 3, line l8, by striking the following: 
5 fl f 4 f II 

6 J . 3y renumbering as necessary. 

H-5603 FILED MARCH 12, l990 
;::;(~ l/.2'1(;f /SoU) 

By METCA:..F of Polk 
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S-5824. , 

HOUSE AMENDMENT TO 
SENATE FILE 2114 

~~e~d Senate File 2114, as au.e~ded, passed, and 
2 reprinted by t~e Senate, as follows: 
3 i. Page 1, lines 20 and 21, by s:riki~g ·~c .:-ds 
4 ··~~~-end-o"e-heif thirteen perce~t of the first s:xty 
5 thousand dollars'' a~d i~serting the follow~ng: ''six 
6 and one-hal~ percent''. 
7 2. ?age 1, by striking lines 23 th~cL;h 26 and 
8 i~serting ~he foilcwing: ''i~creasi~g research 
9 act1vities. The s:ate's apportioned sha~e of the 

10 q1.:alifyin9". 
3. ?age 2, l:nes :9 and 20, oy s:~,~~ng the '. 

1.1. 

:2 ''eix-and-o~e-he;£ :hir:een pe~ce~t of th~ fi~st S!Xtv 
13 t!coc;sand do~lars" and inserting che fcllc-.ing: ·•·s:.x--
14 a~d one-half pe~ce~t''. 

4. ?age 2, by s~ri~ing ii~es 21 tt~ou;h 24 a~d 
16 i~se:-ti.ng the follcwir.g: 11 q\.!aliEyi:-.g ex;::e~ditu~es ~c::-
l7 increasing ~esea~ch activit:es. ~he state's 
L8 a;:>pcrtioc;ed". 
l9 S. T:tle page, :ines 3 a~d 4, by s:ri~~ng :he 
20 ~ords ''increas~ng the tax c:edit allowed fot certai~ 
21 research ac:ivities,•·. 

RECE:VED FROM 7HE HO~SE 

S-5824 F::ED A?R!S 2, 1990 
j-"-~--" ··-~_,_,.. __ _,_,J <~--/_, (7}> ,.;<>4) 



SENATE CLIP SHEET APRIL 4, 1990 

SENATE FILE 2114 
FISCAL NOTE 

Page 54 

------------·-· ·-·-
A fiscal. 
pursuant 
availabLe 
request. 

~ote for Senate File 2il4 as Amended by S-5824 is here~y submitted 
to Joint Rule 17. Dat3 used tn ~eve~opin~ this fiscaL note is 
f~om the Legi~Lative Fiscal Bureau to members of che Legislature upon 

Senate File 2114 as amended ~y S-5824 updates references to the federal 
Internal Revenue CoCe, provides for comp~tation of ce~~~i~ inc~~e. cont:nues 
the tax credit for research activities at the tax year 1990 leveL of 6.5% on 
the first $60,000 of quaiified research expenses, prov:rlcs ~imits for certain 
nee operating losses, and raises the non-refundable ea~neG income credit from 
5% of federal creCic allowed to 6.5% of federal ea~~ed :ncome credit. 

Fiscal Imoact 

Internal Revenue Code ~pdate 

Research Activitles Credit 

Earned Ir.come CreGi: 

NET IMPACT 

Department of Revenue and Finance 
Legislative Tax Model 

FILED APRIL 3, 1990 

FY 1991 
($mil) 
====~=~ 

($0.85) 

======= 
($0.85) 

FY 1992 
(S mi~) 
~======-

$1.0 

($1.0) 

($0.6) 
======= 
($0.6) 

• 
(:.SR 7997sv.4, PDD) 

3Y DENNIS PROuTY, :ISCAL DIRECTOR 
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Passed Senate, Date 
Vote: Ayes Nays 

Approved 

An Act relating to the updating of 

Internal Revenue Code, relating 

.ssiS ~a~.' 

u/-'iY'.S - A?ct~i.../.S 

SENATE FILE v:'! i c./ 
BY (PROPOSED COMMITTEE ON 

WAYS AND MEANS BILL 

REQUESTED BY SZYMONIAK) 

Passed House, Date 

Vote: Ayes Nays 

A BILL FOR 

references to the federal 

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 applicability dates. 
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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H. F. 

1 Section 1. Section 422.3, subsection 5, Code Supplement 

2 1989, is amended to read as follows: 

3 5. ''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, ~989 1990, whichever is applicable. 

8 Sec. 2. Section 422.7, subsection 16, unnumbered paragraph 

9 1, Code Supplement 1989, is amended to read as follows: 
10 Subtract the income o~-ioss resulting from the forfeiture 

11 of an installment real estate contract, the transfer of real 

12 or personal property securing a debt to a creditor in 

13 cancellation of that debt, or from the sale or exchange of 

14 property as a result of actual notice of foreclosure if all of 

15 the following conditions are met: 

16 Sec. 3. Section 422.10, unnumbered paragraph l, Code 1989, 

17 is amended to read as follows: 

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

19 state tax credit for increasing research activities in this 

20 state. For individuals, the credit equals six-and-one-ha%~ 

21 thirteen percent of the state's apportioned share of the 

22 qualifying expenditures for increasing research activities. 

23 The state's apportioned share of the qualifying expenditures 

24 for increasing research activities is a percent equal to the 

25 ratio of qualified research expenditures in this state to 
26 total qualified research expenditures. For purposes of this 

27 section, an individual may claim a research credit for 

28 qualifying research expenditures incurred by a partnership, 

29 subchapter S corporation, and estate, or trust electing to 

30 have the income taxed directly to the individual. The amount 

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

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

33 subchapter s corporation, o~ estate~ or trust. For purposes 
34 of this section, "qualifying expenditures for increasing 

35 research activities" means the qualifying expenditures as 

-1-
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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 ~tx-a~e-o~e-ha~~ 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 the total qualified 

research expenditures. For purpcses 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 
21 1989, is amended by adding 

e. The 

the following new paragraph: 

limitations on net operating loss 22 NEW PARAGRAPH. 

23 carryback and carryforward under sections 172(b)(l)(M) and 
24 l72(m) of the Internal Revenue Code shall apply. 

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

27 

28 

29 
30 

31 
32 

33 

34 

35 

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 l, 1989, for tax years beginning on or after that 
date. 

Sec. 8. 

Section 2 of this Act is retroactively applicable to 

-2-



S.F. H.F. 

1 January 1, 1986, for tax years beginning on or after that 

2 date. 

3 Sec. 9. 
4 Sections 3 and 4 of this Ac~ take effect January 1, 1991, 

5 and are applicable for tax years beginning on or after that 

6 date. 

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

9 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 computation of certain income, 

14 increases the tax credit for research activities and provides 

15 limits for 

16 Section 

certain net operating 

1 of the bill updates 

losses. 

the references to the federal 

17 Internal Revenue Code. This section is retroactively 

18 applicable to January 1, 1989, for tax years beginning on or 

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

21 1986, provides for personal net income to be computed by 

22 subtracting the income from certain foreclosure, forfeiture, 

23 and sale or exchange of property. Current law provides for 

24 subtracting income or loss from such transactions. 

25 Sections 3 and 4 increase the income tax credit for 

26 research activities in the state to 13 percent of the state's 

27 apportioned share of qualifying expenditures for increasing 
28 research activities. Current law allows a credit of 6.5 

29 percent. These sections are applicable for tax years 
30 beginning on or after January 1, 1991. 

31 Section 5 provides that the limitations on net operating 

32 loss carryback and carryforward for computing net income of a 

33 corporation under the federal Internal Revenue Code shall 

34 apply. This section is retroactively applicable to January 1, 

35 1989, for tax years beginning on or after that date. 

-3-
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1 Section 6 applies to the update of the Internal Revenue 

2 Code which was passed by the 73rd General Assembly but was not 

3 made retroactive. This section makes the update passed in the 

4 1989 Session retroactively applicable to tax years beginning 

5 on or after January 1, 1988. 

6 

7 

8 

9 

10 

11 

12 

13 

l4 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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St:NATE fli.E 2114 

AN ACT 

Rf:I.J\TING 1'0 T-IlE: UPOATING OJ.~ RC:fo'i::u:NCI::S TO THF. FfWt-:Ht'\t.- ll~TER:-lAL 

RF.VF.tmH CODE, Rl:LATIUG t'O INCOMF. TAX A~D TH:-: COf~!'UTA'i'ION m· 

Nt->r INC0!-11':, PROVIOING AN F.Ft't:C1'1V£ OATF., F-.~0 P!WVJDlNG 

Ct:RTA!:'\ R~TROACTIV::: APPL[CA.BI(.!'l'\' DA'i'fo:S. 

il~ IT t:NACTE:O Bl' TilE GF.NERAL r~ssfo;)o\RI;{ OC' TilE STAT!:: OF IO',IA: 

S1~ction l. Sf!'ct.ion 421.3, subsPction ~. (:)ci~ Supple:-1ent 

1989, is ..tM(•nded to r~ad as follows: 

5. ''Int<-rnal Revenue Code" 11H~an::. the Internal RPv('nu~ Code-

of 19"",4, pr~or to th~ date o( it.:; red~signat.ion as the 

Internal Xevem.1~ Corle of 1986 bi' the Tax Reforn Act. of 1986, 

or fl'l(>~tH~ the Int.~rnJ.~ R~ven11e Code of 1986 as ;.urerHll•d to <1nd 

including .!anuaty ;., t9A9 !?~~· · .. ·hicnever i!l. applic<.~hlc. 

Sf:!c. 2. Se1.:tion 422."1, ~ub~ccLion .16, uonu:nbcre-d paragraph 

l, Code Supplemt~nt 1989, i!-l ,1rH:nd<-d to rec1d <IS follows: 

Subtract the income or lo~~ rc5ult.inq frcm the forfl!iture 

of an inst.all~cnt real estate contract, the t.ransf~r of real 

or personal propeny sccunnq a debt t.o a credi':OI 1n 

cancellat11)n of that debt, or from the sale or exchiiOg~ of 

e 

• 

e 

• 
S@nate Fi~e 2114, p. 2 

pr0pert.y as a re-sult. of act.•.JJ.~ notic~> of foreclo~;ure i( all of 

Uu.• follo·M·ing conditions ;u~ :net: 

Sec. 1. SP.(:tion 422.10, ur.n•Jml:.t::rf!ci paragc,1p:·1 1, Cod'! 1989, 

1:> ,tnend(:ll to read as fo~ I .; ... ·s · 
Th(· t . .1xcs Lr:'lp::>:~ed undt~r ~·h1s di•:isi~)fl :>hall be rerluc:(:d by a 

state t.;n credit for 1ncreas~nq 1·e:;pacch acti.·-1itlt'S 1n ~h•s 

st.i.ttt-. ror •nriividuals, UH.· crPriit ~~qualo six and on~·half 

percent of the state's apport~~,ned share of t.hc qualifying 

expt•ndit.ures for increa~1nq rt'se,uch <H.:tivltie:.L The st.att~'a 

ap~ortioncJ shar~ of the q11al ify1ng expondit.~1r~s for 

incrP.a::;ing ~t.:'!;ec1rch dct.ivit.if.·:""~ i.s a percent •!q\.lal to the ;,\ti'"J 

of qualified research exp•~nditucP.s in Ulis stat~ t•) t.otal 

qu~lified rcseJrch l!xpenditur(·r.. For purp<)SL~s o( this 

section, an individual may claim a ceso.:-arch cr~dit for 

quahfying res~iHCh expenditures incurred by a partn~~rahip, 

subch;1pt~r S corporation, and estntcL or trust ~leetinq to 

ha·.re the incorr.e taxed directly t.o the individual. Tt~c amount 

cl.um•:d by Uu~ individual shall be ba::;~d upon the pro r.lt.a 

sh;>:-e of the individual·~ ~~-arninqs of a paruwrship, 

s,lb-.:tl.apter S corp:>cat.ion, or •~:.;tate, or tr11st:. Foe purposes 

of U1is section, "qualifying Pxpo.:-ndit.urt~s for increas1nq 

r~:~t~arch act.iviti.cs" means U:~ qualifying cxpci\ditures a~ 

defir1ed for t...he federal crcdi: for increauinq ces~drch 

act...1vit.it~:> which ~o~ould b'~ <~.llo•.;ablc \lnd~r !io;!Ct.ion 41 of the 

Intern;ll Revenue code ll'l .~r!ect _o....!!._Janu,uy_l, -~-~90. 

SP.c. 4. SP.<.t.ion -122.i2H, !."·uos,~ction 1, Codl! Suppl•:m~nt. 

1989, is amenried t:o read ilS follo~s: 

Th~ taxes imposed undc:· this divisi()n, lt~as CH!dit.s 

allowed under aect.iclns 422.10 through 422.11, shall h~ reduc<-d 

hy .1n earned iocorr.~ credit ~qu,11 to t1:v~ ~i.x....!~,_ld <~nc::h~._l_f 

perc~nt of t~hP fcdt-r.ll eacned i:"lcone cn:c!it r<!t::civPd by the 

taxpayo.:-r undP.r section J2(h) elf the lnt~rnal Revenue Code. 

Any cr•~dit in ~xcess ?f the tax liJ.bility 19 nonrefundable-. 

~;r_·r;. '>· St!ct.ion 4/2. \.1. subs•~ction '), unnqmbe~·~d paragr;1pn 

1, Cct~(' SuppiP:1o·r.t 11)89, i~; ;H:•'-•ndE-d t.c :l•nd i.l:> fcll:;.~oo·s: 

-

1/) 
'T1 
1\) ... ... 
~ 
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1':1e- t..:1:a~s tnp.:)f'WJ o...:ndcr t:>lis di.v;sio"l f,l~·311 ·r.t~ reduco~~ '-•Y a 

stil~~· t .• !X cr~,J~t ~ct 1n1:rc~~~~g re3C~r~tl dCtlv.t.i~s 1~ t.h_3 

:c;t,l~.:...· c1ual t.o six and cr~o>:-h<.~lf p~rL·t·r:t of ttw .:;tat.c'~; 

dPt>:H7.il1r~ed share 0( the rtu<1li:yir.g PXpPnditurt~a for 

Ln1:r1•.1sing rc~~ar,·h ac:ivt:i~~. r~P state's a,lport J!'n~rl sha!e 

of :.tw qual fyin.:t (•x;H:~nditurf!~ (or inC!'(•c1~ing r•;:>c,~rch 

clt::'t.ivit.II!S -~>a poe!tf:f~n". equ<\: t:l t!l(> ratiO Of quit:ifio;,~ 

rc~e,Hch expt~ndit.tti.'S in thi!i !it.<lt:<! to tho~ -.otal q\:<Ilificr.i 

r~~e-c.r.:h exp~nditJr~a. ;ell' p\.rpo!:-e~~ of thi~; Sl:b::>t:-cticr~. 

"quali~yinq ~xper.dituce>~ ~-)r incrr~asinc; resP<.~rct: dct:·.Jil.ie:.;" 

rr.ear..<; t:he> gu<difyinq cxp ... ~n•!ito..r~:;. a:~ de!incC for t.ht:' f.-:d~r.11 

credit fo~ :rh .. '1·~.1sing r(·!~earr;h a::ti.·.Jitit•:; which w:)ul<! h~· 

all~wablc ~nder ~~~:tier. 41 of tMP :~t~rn&l Reventte Code tn 

t·(~~<:t ()0 January l~ ... ..! .. 9~Q. 
Sec. 6. Section <:22.35, !:-ubsf:'ct.ion lL Code Supple>n'ec.t 

::.989, :::; arne>nd.-:-d by adcL:vJ th.:> follow .. :Hj nt'"" pJr,lgrilph: 

!:!!:~- ..l'!'-.. 13-f\~:.RA~·H. e. 7he ~iritations C)O net op~rdtirq loss 

carryback. ar.d cat'!yforw;_trt! u:1der !;ectiona l77(b)(l)(MJ a:1~ 

112(n) of the lnt~-;~na1 R(•v(•r.uc CodP shctll .lpply. 

Sec. 7. 1989 lowd Ac:tu, chapt~r 28S, st:-ction !0, 1s 

amt~:1ded to rt~ad C\S fo~ 1o·..-:.;: 

s~c. 10. See~inn~· t·n~d-3 ~£Ction 2 C)~ t.his Act n~~ is 

retr:)dC~.ivt~ t:o .Ja•'luary 1, l')fl8, for tox J'PiHS bl~qin:'"lir'9 ,)ncr 

,\fter tl~.lt. da~.t~. 

Sec. 8. 
sc,:tion~ 1 and 6 ~f t.h1~ Act are retroa<:ti~ely applic&b1e 

to ,J;;r·.<l,HY ~. 19:89, f•H t<1X Jt~ars b('s:.nr.ing or. or d.fL"l tt·,at 

-ic1t.P. 

Seo'. 9. 

Sec:i:.:.n 2 of 1n1s Ac:: 19 re>troact.lVPly .ipplic<~b1P to 

,J;!n• . .:try l. 1986, ~<.! t.c1X y<~ac:.; t)(•:,inrnng o:• oc aftPr ~.:·l.:.t 

rlit t ~~ • 

St!C 10. 

St>ct •cr.:; L 4, .1nd I) 0( thiS ,;ct t.ak~ e:l.e~t .Jdnllc:Hi l, 

199l, a~d are ~ppl~cabll~ ~~' tax years beg:11n~ng 0:1 !)r aftPr 

thJ.t Jat.~ . 

• 

-

• 

e 
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S(•C. J.l. 

'S("!c::ion I o)f t.his i'H:t is :-o=-tHJ<tct:.v~;>~y applica':lle t.:l 

JCH'.u.:.ry 1, 1CJ88, f•H ~ax i'(:c\:~~ bt·ginninq nn o~ after tt":;lt. 

d<!. ~~~. 

,JO Am: 1. T M.'-IF.RMi'..N 

!"r~:>l:>id•~nt o( the Sl"!rwte 

OONt-.l.D D. AVI::NSON 

Spea~~r elf the Hous~ 

1 h(•rcby cPr:.ify thc.t this bill originated ir. t.:'u: Scnat.e <ttH! 

.s kr.u""r aa S~:'nat~ f>'i~(· 2:14, Sl!'Jent.y ... third Gt:-n·~~;\l A:;a(•"'hly. 

JOHN ~. ll't~''fER 

ApJ"OVOd t:;;-12._!7, l'J9G 

Se>cr~tdry of th~ SenAt~ 

'I'f.RRY F.. ARA~ISTAD 

Gcv~:>rnor 
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