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An Act to provide a setoff against income tax refunds and 

rebates for defaults on guaranteed student loans. 

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

SENATE FILE 2180 
FISCAL NOTE 

REQUESTBD BY SENATOR GRATIAS 

In compliance with a written request there is hereby submitted a 
Fiscal Note for Senate File 2180 pursuant to Joint Rule 16. 
S.F. 2180 allO\~s the recovery of losses due to defaults on student loans by 
withholding state individual income tax refunds or rebates. The College Aid 
Commission will provide the Department of Revenue a list of persons who have 
defaulted on guaranteed student loans or on parental loans for students. The 
Revenue Department wi 11 notify i ndi vi dua 1 s whose refunds or reb.ates are wi tn­
held. The recovered money is to be transferred to the College Aid Commission 
recovery fund. The state is allowed by federal law to keep 3D percent of the 
recoveries for costs incurred, while 70% is returned to the federal government. 

A pilot match showed 21 out of 131 defaulters had tax refunds or rebates 
totaling 51,600 that could be withheld. As of December 31, 1981, the College 
Aid Commission had paid default claims totaling $368,912. which is 2.03% of 
the total loans in repayment status. The administrative costs associated with 
the procedure is not known, however it is not expected to require any additional­
staff. 
SOURCE: COLLEGE AID COMMISSION, DEPARTMENT OF REVENUE 
RECEIVED BY THE SECRETARY OF THE SENATE, FEBRUARY 22, 1982 
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S.f. d 11.0 H.F. 

1 Section 1. Section 261.37, subsection 7, Code 1981, is 

2 amended to read as follows: 
3 7. To establish an effective system for the collection 
4 of delinquent loans, including the adoption of an agreement 

5 wlth the Iowa department of revenue to set off against a 
6 defaulter's income tax refund or rebate the amount that is 
7 due because of a default on a guaranteed student or parental 

8 loan made under this division. The commission shall adopt 
9 rules under chapter 17A necessary to assist the department 

10 of revenue in the implementation of the student loan setoff 

11 program as established under section 421.17 in section 2 of 

12 this Act. 
13 Sec. 2. Section 421.17, Code 1981, is amended by adding 
14 the following new subsection: 
15 NEW SUBSECTION. To establish and maintain a procedure 
16 to set off against a defaulter's income tax refund or rebate 
17 the amount that is due because of a default on a guaranteed 

18 student or parental loan under chapter 261. The procedure 

19 shall meet the following conditions: 

20 a. Before setoff all outstanding tax liabilities 

21 collectible by the department of revenue shall be satisfied 
22 except that a refund or rebate shall not be credited against 
23 tax liabilities which are not yet due. 
24 b. Before setoff the college aid commission shall obtain 
25 and forward to the department of revenue the full name and 
26 social security number of the defaulter. The department of 

27 revenue shall cooperate in the exchange of relevant information 
28 with the college aid commission. 

29 c. The college aid commission shall, at least annually, 
30 submit to the department of revenue for setoff the guaranteed 
31 student loan defaults, which are at least fifty dollars, on 
32 a date or dates to be specified by the college aid commission 
33 by rule. 

34 d. Upon submission of a claim, the department of revenue 
35 shall notify the college aid commission whether the defaulter 
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1 is e!ltitlcd to 2 refund or =ebete of at least fifty dollars 

2 and if so en·~itled shall no~ify the cOlT"Tlission of the amount 

3 of the refund or rebate and of the defaulter's address on 

4 the income tax return. Section 422.72, subsection 1, does 
5 not apply to this paragraph. 

6 e. Upon notice of entitlement to a refund or rebate, the 
7 college aid commission shall send written notification to 
8 the defaulter, and a copy of the notice to the department 
9 

10 
11 

12 
13 

14 

15 
16 

17 
18 
19 
20 
21 

22 

of revenue, of the co~~ission's assertion of its rights to 
all or a portion of the defaulter's refund or rebate and the 
entitlement to recover the amount of the default through the 
setoff procedure, the basis of the assertion, the defaulter's 
opportunity to request that a joint income tax refund or 

rebate be divided between spouses, the defaulter's opportunity 

to give written notice of intent to contest the claim, and 

the fact that failure to contest the claim by written 
application for a hearing before a specified date will result 
in a waiver of the opportunity to contest the claim, causing 
final setoff by default. Upon application, the commission 
shall grant a hearing pursuant to chapter 17A. An appeal 
taken from the decision of a hearing officer and any subsequent 

appeals shall be taken pursuant to chapter 17A. 

23 

26 
27 
28 
29 

f. Upon the timely request of a defaulter or a defaulter's 

24 spouse to the college aid commission and upon receipt of the 
25 full name and social security number of the defaulter's spouse, 

the commission shall notify the department of revenue of the 
request to divide a joint income tax refund or rebate. The 
department of revenue shall upon receipt of the notice divide 

a joint income tax refund or rebate between the defaulter 

30 

31 
32 
33 

34 
35 

and the defaulter's spouse in proportion to each spouse's 

net income as determined under section 422.7. 
g. The department of revenue shall, after notice has been 

sent to the defaulter by the college aid commission, set off 

the amount of the default against the defaulter's income tax 
refund or rebate if both the amount of the default and the 
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1 refund or rebate are at least fifty dollars. The department 
2 shall refund any balance of the income tax refund or rebate 
3 to the defaulter. The department of revenue shall periodically 
4 transfer the amount set off to the college aid co~~ission. 
5 If the defaulter gives written notice of intent to contest 
6 the claim, the commission shall hold the refund or rebate 
7 until final disposition of the contested claim pursuant to 
8 chapter 17A or by court judgment. The commission shall notify 
9 the defaulter in writing upon completion of setoff. 

10 Sec. 3. Section 421.17, Code 1981, is amended by adding 
11 the following new subsection: 
12 NEW SUBSECTION. To determine priority in mUltiple claims 
13 to refunds or rebates filed by the child support recovery 
14 unit under subsection 21 and the college aid commission un-
15 der section 2 of this Act in the order in time in which the 
16 claimant agency has filed a written notice for setoff with 
17 the department of revenue. 
18 EXPLANATION 
19 This bill provides for a state income tax setoff program 
20 to recover losses from defaulted loans under the guaranteed 
21 student loan and the parental loans for undergraduate students 

22 programs. The Iowa college aid commission will inform the 
23 Iowa department of revenue of defaulters and the department 
24 of revenue will notify individuals that their state income 
25 tax refunds or rebates are being withheld and transferred 
26 to the college aid commission in partial repayment of a 
27 defaulted loan. The program is similar to an income tax 
28 setoff program with the department of social services for 
29 recovery of child support papnents. The bill provides for 
30 resolution of multiple claims for the setoff. The bill takes 
31 effect July 1 following its enactment. 
32 

33 

34 

35 
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SENATE FILE 2180 

1 Amend Senate File 2180 as follows: 
2. 1 .. Pag~ 3, .by striking lines 12 through 17 and 
3 InsertIng In lIeu thereof the following: 
4 "NEW SUBSECTION. To provide that in the case of 
5 mu~tlple claIms to refunds or rebates filed by the 
6 ChIld support recovery unit under SUbsection 21 and 
7 the college ~id.commission under section 2 of this 
8 Act, that.prIorlty shall be given to claims filed 
9 by the ChIld sUpDort recovery unit under subsection 

10 21." • 

H-5340 FILED 
HARCH 8, 1982 
().d.~ "'h (tf 7-'~) 

BY JOHNSON of Howard 
JAY of Appanoose 

SENATE FILE 2180 
H-5350 

1 
2 
3 
4 

~~enc Senate File 2180, as passed by the Senate, 
as follows: 

5 by 
6 
7 
8 
9 

1. Page 3, by inserting after line 9 the following: 
"Sec. . Section 421.17, Code 1981, is amended 
adding~e following new subsection: 
NEW Su~SECTION. To enter into reciprocal agreements 

wiL~ L~e aeoartments of revenue of other states that 
have enacted legislation, that is subst~~tially 
e~~ivalent to the setoff procedure in section 2 of 

IO this Act. A reciprocal a<;!reement shall also be 
11 approved by L~e college aId commission. The agreement 
12 shall authorize the deoartment to provide by rule 
13 for the setoff of state income tax refunds or rebates 
14 of defaulters from states with which Iowa has a 
15 reciprocal agreement and to provide for sending lists 
16 of names of Iowa defaulters to the states with which 
17 Iowa has a reciprocal agreement for setoff of that 
18 state I s income tax refunds." 

BY KREWSON of Polk 

SENATE FILE 2180 

Alner.d ~ena. te. F:lle 2180, a,s follows: 

3 
1. Title pa.~e, by st~iking lines 1 a.nd 2 a.nd 

inserting in lieu tr.ereof the. following: "An Act. 
relating to setoffs ago:inst state. inco:ue tax refu:lds, 
including cla.ims ba.sed on defa.ults on gua.~anteed 
student loans a.nd child support recovery claims, and 
authorizing reciprocal agree:oents with other states 
deal i.ng with the subject matter. n. 

4 
5 
6 
7 
e 

~i-5356 FILED MARCH 9, 1982 , BY RITSEM..lI. of Sioux 
ADQRTED BY UNANH10US CONSENT (f .7.11'7) 



HOUSE AMENDMENT TO SENATE FILE 2180 
5-5230 
1 Amend Senate File 2180 as follows: 
2 1. Page 3, by inserting ;, Zter line 9 the following: 
3 "Sec. section 421.17, Code 1981, is amended 
4 by adding the following new subsection: 
5 NF.H SUBSECTXON. To enter into reciprocal agreements 

with the departments of revenue of other states that 
'--"7 have enacted legislation, that is substantially 

8 equivalent to the setoff procedure in section 2 of 
9 this Act. A reciprocal agreement shall also be 

10 approved by the college aid commission. The agreement 
1) shall authorize the department to provide by rule 
12 for the setoff of state income tax refunds or rebates 
13 of defaulters from st<ltes \vith \-lhieh Iowa has a 
14 reciprocal agreement and to provide for sending lists 
15 of names of IOW<l defaulters to the states with which 
16 IOI'/'a has a reciprocal agreement for setoff of that 
17 st,z',-re's incom,-' tax refunds." 
18 2. Page 3, by striking lines 12 through 17 and 
19 inserting in lieu thereof the following: 
20 "NE'" SUBSECTIOL To provide that in the case of 
21 multiple claims to' refu<is or rebates filed by the 
22 child support recovery unit under subsection 21 and 
23 the college aid corr~ission under section 2 of this 
24 Act, that priority shall be given to claims filed 
25 by the child support recovery unit under subsection 
26 21." 
27 3. Title page, by striking lines 1 and 2 and 
28 inserting in lieu thereof the following: "An Act 
29 relating to setoffs against state income tax refunds, 
30 including claims based on defaults on guaranteed 

_,31 student loans and child support recovery claims, and 
32 authorizing reciprocal agreements with other states 
33 dealing with the subject matter." 
S-5230 FILED RECEIVED FROM THE HOUSE 
MARCH 11, 1982 ~~...lL .sire. rc 7':~) 
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SENhTS FlU'; 2190 

;"'''l I\C'i' 

k::r.i\'!IHc.: ':'C Sl1'On"s AGAINS'r STATE Il:cma: 'fA.'< Rf::l:'UN'DS, Ih'­

CLtm!NC :"T;"~M:, BASED O~ DEI-'AtH,':S CH '~~UARAN1'!\r.r; STUm:~n 

LOANS AND C:fi LU SUprc,RT RECOV1:;l\Y C~A It.-:S, ;""H! AUl'EOR I 7. 1 !lr. 

;U:CIP;;(OG.L t\:;RHH}(f:TS '''}ITIl (111fER STA'fF.S I>F.ALING ' .. I I '!11 ErE 

SUUP-C:' l-lATiER. 

£1,::: IT ENACfF:D BY r:U:.: G:~~n:RAL ASSl::f>iBLY 0::' Tm: ST . .:lt.TE ,iF ICMA: 

Secti.on Sf!ctiol: 2&1.3'1, ,~ul:s(~clio:"l 'J, Code ISS::', l~ 

.)m~:lded t.o I'ead as {011(;""$: 

.,.. To e~:ta;::l~sh ar. (::'t'\!CI,IVe "YGten fo:! the col.!.ect.~()n 

0J de 1. i nqut::l",t 1 o,ms, i :)C Iudi 0..9 .. t.~.'f. .. ~.It;1.~£ ~_l.£!!_y f il1\ ;~9rccl:'_(m.~ 

:::...iJ·::! .. ~he ;,?:-~d dep<lrttr.('mt:. __ ?_~_revt:nlle t.:) S(~t. off lqill.1!l:!:l.~ 

Qet2.u~.~~~.'s inco;:'.L~~_~_.~e:~:':IJ'd oz' :·c:b<lt~ __ ~t'!~ ___ {\.r.':~l;1t:"1~ t.il~t.}::>. 

5~-!~eca~::~ .. c.f... "! . q,:"':.!.~ul t on <'.. 9.u.~.lJ~.n.teeo.;J !; t:lde:n.~~._.Ei!..!yn~.ill 

~oc.:'). ... tt:~.4~.:·.mder l.hi$ divi.!!}.on. -.!..I.\e COIr.:ni8sion shall ~1..9-.~' 

.t".~lles Undf"!l' .:;h.~pt.~.[ l?A t.}.~cesS<Hv to a"&l:;;.! .. q,-~ 9~'p.~.1~~::!~ 

,)f .. ~'.<:::~e:!':.~~ 11'.. t.t!~ __ !!!l.1:~.(:illentat;.'?!~ ~f ·~h~ _~f:~!2-.I:::~~t. loe,,·· ::!"toff. 

p':-:ogram ~!6_ e;,;t.iJhlis~wd under. ~e~.~~9~~12l.l7 in 5,~ctl(ll", .. ~.c:.f.. 

~!'.i s Acl .. 

Sec. 2. $ectlon 421.17, Code 19b1, if, al-"lended oy i!ddilO9 

t1:e t:.>llo\.nng ne ..... t-'.uhsect.ion: 

1~~~§~2.?C:;'::_TIt?N. To est.ablish <1l1d maint,un .a proce.dllt·e 

t;:. set. off 'qalris1. a defaultE.'t 's lllcorr:e ttlX ::efulld or rebate 

t..he amount t.hat Hi due because of a defaui. t i:n .:l gU<'Il·.:mt(~r:d 

stu~~nt or p;]l"t:nt,ll loan ulldet ch<.:pt.cr J6~. The pro;:;edli.l:e 

:~hal~ "eet t.he follo .... inq conditio!")!); 

<!. 3et"o!e ;.;(~t.off all out!)tandlng t;sx :laoi~it.iel; 

coHectlhle by the c.eputll'.cnt (.if n"l'lcnue $.""1,--:11 toe !.>dti!;iied 

~XC(·pt. t.hat Cl tefuna 0r reb<..t.e ::;r..:dl not. b,~ <::'·cd.itcd "q,llnst 

t.<lX ll,lbil.itles ~;hlc":i ;~!'e not yet iue. 

• 
Senate file 2180, P. 2 

b. Betot·~ set.off the collt!ge aid cO:MIi;~s.ioll shall obtain 

ClI:d fO[".Jal·d to U;e department of revenue the full name and 

30cidl St~cu,·:'ty IHumcl' of !IIP. d(~f'lult.el". 'rhr: dep<Ht.~M~nt of 

ri'!Venue s:iClll coopet·c.te In thl: exduHlge of ~'e>levant lnt'ormation 

... ·:t.h thE.' college aid comn:iss.iOI). 

c Tl:c ccli.ege did comuis::>ion bhil~ I. tIt :edf~t anr.ually, 

subr,i t. ':0 the dcp,ut ... ilellt :.)f 1·,·ver1.le for cetoff the g\le:ll"antced 

$t.l~dent lCi\n d~fiH .. ltG, ... ·~Il.;:h ,H(! at least fifty dollars, on 

11 dat.~ or da':~::; ~.:) be &peCl fled by t.b~ coEeqe ald C"Omt:llSSlon 

by ::ule 

d. Upon "ub:"Iissioil ,,1" ;, elain, t.h: d(!part.mer·,t cf revenue 

shall r:otify the co.11'~g~ ,1.id conu .... i;,;:., 1 01" .... ·.lethet· the defaulter 

lS er:t.lt!.cd to CI 1",~fU:1d ('1 rebat~~ (~f c)t :eas:. flfty dollars 

,.I;)d if t.o ent~t.le6 !.".I~all l:otlfy .. he co:ovn:'!;s.\on ~f t.h(~ tlmmmt 

of U;e ref.lIld 01' J"(;bate 6nd of t.he dcfau~tel·'n. i.lddre~5 on 

toe lnCOlre 1.<>)( H:t'.H"n. :;t!ction 422.72, suhsection 1. does 

not itpJ:-ly to ~.h~~ pilrClql·''..PO. 

e. tJ~l:);) not l C(: 0 f en t i tlernen~. ~.o n re fur.d 01' reba t.c, the 

co.:1.ege ald c()/nnir:sion sh"ll send ·"rit.1.en lIotification to 

t:le j~faultt!r, and i>. ("o;;y of the not.ice to the depat"tment. 

of tt~V(!~)UC, of tiu~ cOTl':ni.sGion's ;}ssertion 0: lUi J'ights to 

111.1 01" 3 portioll of the defll\l.1~~C1·'<:; ref'Jnd or r:ebate and the 

ent.itlement t.o recover ttl(; ,u·'Qunt of t.he dcfault through th~ 

setoff PJ'ocedun~, t.hc basis of t.he aGSertlon, the defaulter's 

opport,-,nlty t.:) request I.hat a jOltit iJlcome tax refund or: 

rebate b~ divided bet.ween 5pOUSes., the default.er's oppot·tunity 

to give ... ·ntt.en )l(oticc of intent to contest the clain, alld 

t.he fac~. that fallurc to contest. the clalm hi' written 

app!ic<~::.ion for a hecu'ing b"fore a speci:i.ed date will H:s\Jlt 

ill a · ... ,Bver of the opportunity to contest the claim, caul;;i.ng 

flnal setoff bi' Geiault. ~pon appllCitt:'on, the conmission 

~ba:'l g~·,l:)t. a he"rlng pc[suant. to c:he.p.(~r 17/0.. An appeal 

tak~n f'::;:'m the declsion of a hear~nq officer and <lny subsequpnt 

dPpe~ls shaL be taken pur!)uant t<: (;:hapt~I 171.. 

(f) 

:n 
~ 
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l, upon t.he t.lnely request of a default.er 0:: a Oe1",,\\.;lt.t!I·'s 

spo:JGe to t.he colleqe dld cOII"~lli$sion ;.lud UpOl: n~ceip':. of the 

f~ll na.Ole and SO':lal !leCuc'lti' nl.llt'bet· of t.he clt!JiI·.1lt.et·'" spo\,;~e, 

t.he cOTnnif..siun shall not.lfy the depart~cnt~ of" revenue <;of the 

t·eq\lest:. to dlvide d jlHnt inco:ne tax rt:fund Ot· rcbilte. Tht~ 

departtnl!llt of revent..:e shall upon rt!ceipt of th~ notice divide 

a Joint lnco!nC~ tax refu:ld ot" rcbate bet ... ·et~1I "the ::lefaulU!t 

and thc defaultel"~ spou!;e i.n pt"Opol·tlon to eilch sp:;'·J5e'.:; 

net illccmc ilS dcten)ined undt:t" section 422,7. 

q. The depa.;:t.tncnt of l:CVenuc I'.hall, aft.(!1 not-lce h.l.$ bt::ell 

sen! t.o the defaultf!r by the college ald coranission, set off 

the amount of Lhe default, ag,Hnst the dt'!faultel.·'!; inco:nc tax 

n~ful\d or rebat.e 1f both the amount of the deL:lult and the 

.rcf.md or rebate ,U'e at leas.t fifty dollars, The dt::partment 

shall rt!futlc any b .. llc!llCIl of the in("ornt~ tax refund 01' rebate 

tc the de{<l\lHt~l. The depart!M:nt of revenue shall periodically 

t.rar.sfet" tht:: amount Ret oft to the college aid <.;otrur,ission. 

It" t.he dt!fil·.11~e.( 'lives .... 't:lt.t.en notice {It lntent to conteGt 

t.he cl,"lim, -..h(! co:nrr.l!>Gion Sh<l1.l hold t.he n:fllOd or rebl!.t.t~ 

until Jlt"lal d1::;position of the conl.(!s~.ed claim pun'.u~nt to 

cnapter l"A 01' by COUt·t judgrncnL The CO:M".lsb~on sh<1~ 1 ~lotif~' 

t.he defa.ll":er i:1. writing ·.Jpon COT!lp1t~tlon of !)et.(~ff. 

Sec,:} S(:ctlon 421,1'1, Code 19B1, IS iur.e~lded hy 'Idd~ng 

the follo .... ing new subse~;tlon; 

NE\<" 5tJBSEC'~'ION. 1'0 entel' lnto re:::ipt·o(:,)l. agre(~m("~t.s '..'i ttl 

tne department" of I't!Venue of othel' btate5 til,"lt l>.ve enact.ed 

.l~!qll:>iatl:lII, thdt l:~ substant.la!ly equivident, to :hc !wl,of{ 

procedure in section 2 (l~' t"hlf, ;"..;t ;., reciprocal c\-.Jlce;nent. 

sl:aJl ,11GO be .,~pl·oved by the college aid COITIIT·.i ,,>s:or, , The': 

agreement. shall &uthorize the depal·tment. t.u provi:1t! by rule 

fo)' t.~w setoff of st.at.e 1nCC;lIe tilX t"(:-fu:ld'3 or t'f!pi!tea of 

defaliltcl.·~ hom st.ates ;.>it:"l .. duct. IC'~'<1 )Vl,\; ,1 I'ccipro;:ill 

agn!err.t:nt "nd t,c, pl'ovide fOl' GeniJir,g llst~ ')f nillllel> ot Iowa 

de1""u~tcl'S to th'..! sT...dtes .... tto wlllch 10W,l l-.a~: c. n"cl;:-ro .... al 

dgre~';:Ier,t 101 ~·eto!l. c: ttHt bT...atp.'s )!)C();II~ t.3X r~f\ln<:6. 

Senate Fi1(! 2i80, P. 4 

Sec. 4 Section 421.17, Cod(! 19B1, is a:ncnded by adding 

the !OllO\oll:1g I)t!W subsection: 

NE'.." SU8S~:CflON. To pl'ovide that in the case of Il".u1t.tple 

cl~i.ms to refunds 01' I'cb,ates fiied by t.he child 61lpvort 

recovery unit undet· subsection 21 and tht: college aid 

COIll.'TIlf>sion under sectic.n :2 of thi~, Act, that p .. :iOl·ity shall 

he given to clair)s itled by the child Gupport. x'ecovery Iwit 

under SUbs.ectlon 21. 

TERRY E. BRANSTNJ 

Pt'csid(!f)t of the Sen,.te 

LJ~LWYN STROMRR 

Spea.ket· of the Houst:: 

! hen~p"i certl:y th .. lt this illll oriqilhlted tn t~le Senate and 

In l{lIo...,n ,lS Ser,~te ?\l(! 2180, Sixty-ntnth Cener~l Asscrr.bi.y. 

APprove;Z~~oi,- 2-'1 

RC·h}o:RT ~). RA':' 

(;over,~or 
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K, HARlE tHAYER 
secret,H'Y of ·yhe Ser:ate 


