RESEARCH ACTIVITY CREDIT CHANGES 
Prior Law
The primary references to the Internal Revenue Code in the various statutes related to the Iowa research activities credit were amended through January 1, 2009.  
The two methods allowed to compute the Iowa research activities credit were the “regular” method and the “alternative incremental” method.

New Provisions
The primary references to the Internal Revenue Code in the various statutes related to the Iowa research activities credit are amended through January 1, 2011.
The alternative incremental method to compute the Iowa research activities credit has been repealed and replaced with the alternative simplified method effective for tax years beginning on or after January 1, 2010.  The alternative simplified method will be computed on form IA 128S.  The credit percentages applicable for the alternative simplified credit are 4.55% and 1.95% of qualified research expenses incurred in Iowa as described in section 41(c)(5)(A) and clause (ii) of section 41(c)(5)(B) of the Internal Revenue Code, respectively.
For eligible business approved under the High Quality Jobs or Enterprise Zone Programs administered by the Iowa Economic Development Authority, the supplemental research activities credit percentages for businesses who claim the alternative simplified method are as follows:
Gross Revenues of $20 million or less - The supplemental credit percentages are 7% and 3% of qualified research expenses incurred in Iowa as described in section 41(c)(5)(A) and clause (ii) of section 41(c)(5)(B) of the Internal Revenue Code, respectively.

Gross Revenues exceeding $20 million - The supplemental credit percentages are 2.1% and .9% of qualified research expenses incurred in Iowa as described in section 41(c)(5)(A) and clause (ii) of section 41(c)(5)(B) of the Internal Revenue Code, respectively.

Section Amended
Section 8 of Senate File 512 amends section 15.335, subsection 4, Code 2011.  Section 9 amends section 15.335, subsection 7, Code 2011.  Section 10 amends section 15A.9, subsection 8, paragraphs b, c, and e, Code 2011.  Section 11 amends section 422.10, subsection 1, paragraphs b and c, Code 2011.  Section 12 amends section 422.10, subsection 3, Code 2011.  Section 13 amends section 422.33, subsection 5, paragraphs, b, c, and d, Code 2011.
Effective Date
The changes related to the alternative simplified method and updating references to the Internal Revenue Code are retroactive to January 1, 2010, for tax years beginning on or after that date.  The changes related to the supplemental research activities credit apply retroactively to July 1, 2010, for tax credits awarded on or after that date.
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