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1 An Act relating to the state cigarette and little cigar tax 

the tax rate of nine mills, the 2 
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by making permanent 

discount percent on the sale of tax stamps at two percent, 

providing for conditions upon which free samples may be 

distributed, providing for penalty and interest for unpaid 

or delinquent taxes, the time period in which a hearing 

must be held when a protest is filed, waiver of penalty 

and reduction or abatement of interest by the director, 

and repealing the Iowa unfair cigarette sales Act and 

the one-time inventory tax refund. 
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section 1. section 98.6, subsection 1, Code 1981, is 
amended by striking the subsection and inserting in lieu 

thereof the following: 
1. There is imposed and shall be collected and paid to 

the department a tax on all cigarettes used or otherwise 
disposed of in this state for ~~y purpose at the rate of nine 

mills on each cigarette. 
Sec. 2. Section 98.8, subsection 1, Code 1981, as amended 

by Acts of the Sixty-ninth General Assembly, 1981 Session, 
chapter 43, section 2, is amended by striking the subsection 
and inserting in lieu thereof the following: 

1. Stamps shall be sold by and purchased from the de­
partment. The department shall sell stamps to the holder 

14 of a state distributor's 
15 and to no other person. 
16 holders at a discount of 

permit which has not been revoked 
Stamps shall be sold to the permit 
two percent of the face value. 

17 Stamps shall be sold in unbroken books of one thousand stamps, 
18 unbroken rolls of thirty thousand stamps, or unbroken lots 
19 of any other form authorized by the director. 
20 Sec. 3. Section 98.28, Code 1981, is amended to read as 
21 follows: 
22 98.28 ASSESSMENT OF TAX BY DEPARTMENT. If after any 
23 audit, examination of records, or other investigation the 
24 department finds that any person has sold cigarettes, without 
25 stamps affixed ~e~e~e as required by this division or that 
26 any person has failed to pay any tax imposed upon the person, 
27 the department shall fix and determine the amount of tax due, 
28 and shall assess the tax against the person, together with 
29 a penalty, wR~ek-~8-~MpeseaT-e~a*-~8-~e-am$~~~-ef-~e-~8* 
30 unless it is shown that the failure was due to reasonable 
31 cause, of five percent of the alnount of the tax "2..f the failure 
32 is for not more than one month, with an additio>la1 five perc?nt 
33 for each additional month or fraction of a month dUring whic~ 
34 the failure continues, not exceeding twenty-five_~ercent in 
35 the aggregate. The person shall also pay interest on ~,e 
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1 tax or additional tax at the rate in effect under Acts of 
2 the Sixty-ninth General Assembly, 1981 Session, chapter 131, 

3 section 1, counting each fraction of a month as an entire 
4 
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12 
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14 

15 

16 
17 

month, computed from the date ~~e tax was required to be paid. 
In case of willful intent to evade tax, in lieu of the oenalty 
otherwise provided in this section; fifty percent of the 
amount of the tax shall be added to the amount reauired to 
be paid. If any person fails to furnish evidence satisfactory 
to the director showing purchases of sufficient stamps to 
stamp unstamped cigarettes purchased by the person, L~e 

presumption shall be that the cigarettes were sold without 
the proper stamps affixed ~e~e~e. Within two years after 
the return is filed or within two years after the return 
became due, whichever is later, the department shall examine 
it and determine the correct amount of tax. 

Sec. 4. Section 98.39, Code 1981, is amended by strik­
ing the section and inserting in lieu thereof the following: 

98.39 SAMPLE CIGARETTES AND LITTLE CIGARS. Notwithstand-
ing the provisions of this division regarding licensing and 
the payment of tax, any person 

21 cigarettes or little cigars in 
may distribute free sample 
this state under the follow-

22 ing conditions: 
23 1. Sample packs containing twenty cigarettes or little 
24 cigars must be stamped with the tax stamp. 
25 2. The tax on sample packs containing less than twenty 
26 cigarettes or little cigars shall be paid directly to the 
27 deparL~ent of revenue no less than monthly by the person 
28 responsible for the distribution. 
29 3. The payment of the tax shall be accompanied by a state-
30 ment identifying the person responsible for the distribution 
31 of sample cigarettes or little cigars and the amount, manner, 
32 and location of the distribution. 
33 4. Sample packs of cigarettes or little cigars which do 
34 not have stamps affixed shall be marked as directed by the 
35 department of revenue to indicate the tax has been paid. 
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1 Persons distributing packs of cigarettes in the state by 

2 placing the cigarettes in the United states mail at a point 
3 outside the state may pay the tax directly to the department 
4 regardless of the size of the pack, otherwise the tax shall 
5 be paid as provided in section 98.6. 

6 Sec. 5. section 98.46, subsections 3 and 5, Code 1981, 

7 are amended to read as follows: 
8 3. If, within twenty days after mailing of notice of the 
9 proposed assessment, the taxpayer or ft~8 the taxpayer's legal 

10 representative BRa~~-f~~e files a protest to sa~a the proposed 
11 assessment and ~e~ee~ requests a hearing ~e*eeft, the director 
12 shall give notice to that taxpayer or legal representative 
13 of the time and place fixed for the hearing, shall hold a 
14 hearing on B~eA the protest, and shall issue a final assessment 
15 to the taxpayer or legal representative for the amount found 
16 to be due as a result of the hearing. ~ft~e-Aeft.~ft!-afta~~ 

17 Be-fte~a-W~~R-fe~~y-f~ve-aaYB-af~e~-f~~~R§-ef-tBe-~~e~e8~~ 

18 If a protest is not filed within the time fte~e~ft prescribed, 
19 the director shall issue a final assessment to the taxpayer 
20 or legal representativeT-aB-B~eft. Afty-8~eR An assessment 
21 made by the director 8fta~~-ee is prima-facie correct and 
22 valid, and the taxpayer Bfta~~-ftave has the burden of 
23 establishing its incorrectness or invalidity in any action 
24 or proceedings ~H-fes~e8~-~efe~e. 
25 5. All taxes eftft~~-Be ~ due and payable not later than 
26 the twentieth day of the month following the calendar month 
27 in which they were incurredT-aHa-~e~eaf~e~-SRa~~-&eaf-~ft~efeB~ 
28 ft~-~Re-Fa~e-ef-eRe-pereeR~-~e~-meR~. 

29 If any person fails to file a required report on or before 
30 the due date, unless it is shown that the failure was due 
31 to reasonable cause there shall be added to the amo~~~ =eguired 
32 to be shown as tax due on the return five percent of the 
33 amount of the tax if the failure is for not more L~an one 
34 month, wi~~ an additional five percent for each additional 
35 month or fraction of a month during which the failure 
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continues, not exceeding twenty-five percent in the aggregate. 
If a person fails to remit at least ninety percent of the 

tax due with the filing of the return on or before the due 
date or pays less than ninety percent of any tax recuired 

to 0e ShO'ffi on the return, unless it is show~ that the failure 

~las due to reasonable cau.se, there shall be added. to the tax 
7 ~pendlty of five percent of the amount of the tax Gue, if 
8 the failul:e is for not more than one monw~: with an addit.ional 

9 1"i \le. ;-;e=:::~::''lt fc:c each addi tion€.l mor.:th or fraction of a mon·t~ 

10 d~!ri!'!c; whicl: t.he failure _cont.inucs I not exceeding 't,\yer..t.y-fi "Ie 

II p~~!""ce!~t i::t t.he aqqreqat:e. 'l'~'le ta.x-P2yer shall also pay ir'i:~ei:est 

12 on '<CDc ·:.ax or f'.dd.; -'c.ional tax at. the ra"te in effect. unda~:' Acts 

13 of the Sixty-nint.h General Assembly, lS81 Session, chapj:e:c 
14 131 .. section 1,. coui'!ting each Tract.ion of a mon~'1 as an enti::-e 

15 mC:1ti:., compllt.ed [rom th;:: dat.e the re'curn \-las !"eguiTed to be 

16 filec. The director shall not remit a~y part of a penalty 
17 for delinq'.:ent payment where -che deli)"...q'.lency :ces<:.lts from 
18 t!1.e fact that a check given in paymer.t is not hono::-ed bacause 
19 of i~sufficient funds in the account upon ltIhich the check 

20 was dnnm. Ir. case of Ivillful intent to evade tax, in lie .. 
21 of the penalty provided in this section, there shall be added 
22 to the amount required to ~e paid fifty percent of the amount 

23 of tax. wnen penalties are applicable for failure to file 
24 a return and failu.re to pax: the tax due or re!Eired on the 

25 return, the ·2enal"i~y :erovision for failure to file shall De 
26 in lieu of the Eenalt:l for failure to Ea:t: the tax due or 

27 ~ired on the return, except in L~e case of a deliberate 
28 attempt on the part of the licensee or other person to evade 

29 payment of tobacco taxes. 
30 WRe~e, If under ~fte-~~e¥~B~e~8-e2 subsections 2 and 3 of 
31 this section, the amount of tax due for a given period 1S 

32 assessed without allocating it to any particular month or 

33 months, the interest shall commence to run from the date of 

34 s~eft the assessment. 

35 The director BRa~~-ftave-peweF-~6 ma:t: reduce or abate 
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1 interest when in Ris the director's opinion the facts warrant 
2 a~ea ~ reduction or abatement. ~fte-eKe~e~ae-ei-~~8-peweF 

3 Sfta~~-Be-6~jeet-te-tae-app~eva%-ei-tBe-a~~fRey-~eHeFa~~ 

4 Sec. 6, Section 98.46, subsection 6, Code 1981, is amended 
5 by striking the subsection . 

. ,'6 Sec. 7. Chapter 551A, Code 1981, is repealed. 
7 Sec. 8. Acts of the sixty-ninth General Assembly, 1981 
8 Session, chapter 43, sections 1 and 4, are repealed. 
9 Sec. 9. Sections 3, 5, and 6 of this Act take effect 

10 January 1 following enactment for returns due on or after 
11 that date. 
12 EXPLANATION 

13 The bill makes permanent the tax rate of nine mills on 
14 each cigarette and little cigar contained in the law enacted 
15 in the 1981 Session. Under that law the nine-mill rate would 
16 revert on July 1, 1983 to the rate of six and one-half or 
17 seven and one-half mills depending on the weight of the 
18 Cigarette or little cigar, The bill provides the conditions 
19 upon which free samples may be distributed by any person. 
20 Under the 1981 law the discount from the value of the stamps 
21 sold by the department of revenue is two percent of the value, 
22 which rate reverts on July 1, 1983 to a rate not to exceed 
23 five percent of the value. This bill makes the two percent 
24 discount rate permanent. Because the nine-mill rate is made 
25 permanent in the bill there is no need for a cigarette tax 
26 refund when the rates revert to the lower rate which was 
27 provided in the 1981 law. This section 4 of the 1981 law 
28 is repealed. 

29 The bill provides a penalty and interest for unpaid or 
30 delinquent taxes which are similar to the penalty and interest 
31 provisions for other types of taxes. The penalty and interest 
32 provisions may be waived or reduced by the director of revenue 
33 if failure to pay is due to reasonable cause. 

34 The bill also repeals chapter 551A which is the state un-
35 fair cigarette sales Act. 
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1 The penalty and interest provisions take effect January 

2 1 following enactment while the rest of the bill is effective 
3 July 1 following enactment. 
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SENATE FILE 2299 
5-5585 
1 Amend amendment 5-5517 to Senate File 2299, as 
2 follows: 
3 1. Page 1, line 4, by striking the I-Iords "won!. 
4 "and"" and inserting in lieuthereo[ the words "Hords 
5 "and repealing"". 

$-5585 FILED & ADOPTED 
APRIL 14, 1982 (t,lIlO) 

S-5599 

BY CLARENCE CAR.>;SEY 

SENATE FILE 2299 ' 

1 Amend Senate File 2299 as fol10\.,rs: 
2 1. Page 5. by inserting after line & the 
3 following: 
!; "Sec. Section 5 51A. 3 f suo bsectioll, 1, Code .1' 98' . J. , 
5 is amended to read as follows! 
6 1. It shall be unlawful for any wholesaler or 
7 retailer to offer to sell, or sell, at wholesale or 
8 retail, cig~rettes at less than C05't t.O such \vholesc::10r 
9 or retailer, as thecDse may be, as defined in this 

10 chapter. i>tl"l},-w;'o:l:e$a'!:er-er-rel:a:i::l:el'"-whe-..-ie:!:EI'!e:s 
11 ~p.~-prev~~±e~5-ef-~h±9-geet±en-9he±:l:-be-~~iley-ef 
12 a-5±~~ie-~i9ae~~~ner~ 
13 Sec. Sections 55111.,10 and 551A.11, Code 1981, 
14 ar:e repeale'd. 

BY DICK RA.'1SEY 5-5599 FILED 
APRIL 14, 1982 
.Y~ <{lin:! /,;135/ 

SENATE FILE 2299 
5-5601 

1 A.nend Senate .l'.mendinent S-5584 to Senate File 2299 
2 as follo~"J's; 
3 1. Page 1, by striking·1 ines 2 throuc;h 10 and 
4 inser-ting in lieu the:::-eof tne fOllowing: 
5 "1. Page 2, by strikingli,ne 18 tchrou',h p,3.ge 3. 
6 line 5 and ins:lrting in lieu tneI:Boi: the following: 
7 "98.39 FREE CIGARET'l'ES OR LI't'TL!': CIGARS. A person 
8 who i~ a manufacturer, distributor, wholesaler. or: 
9 retailer of cigaret.tes or :i.ittle cigar.s shall not in 

10 the cou~so of that ~rade or busin~ss dist~ibute free 
11 cigarettes or little cigars in this state." 
12 2. Ti tIe page. by striking line 4 and inser:ting 
13 in lieu thereof the words "prohibiting certain free 
14 ciga~ettes or little cigars from beingf'.U 

5-5601 FILEv & ADOPTED 
l\PRIL 14, 1982 ('I' I..1Ol) 

BY ARTHUR A. SHALL· 



SENATE FILE 2299 
S-5496 
1 Amend Senate File 2299 as follows: 
2 1. Page'Z, by striking line 18 through page 3, 
3 line 5 and inserting in lieu thereof the following: 
4 "98.39 FREE CIGARETTES OR LITTLE CIGARS. A person 
5 who is a manufacturer, distributor, wholesaler, or 
6 retailer of cigarettes or little cigars shall not 
7in the course of that trade or business distribute 
8 free cigarettes or little cigars in this state." 
9 2. Title page, by striking line 4 and inserting 

10 in lieu thereof the words "prohibiting certain free 
11 cigarettes or little cigars from being". 

s-5496 FILED BY JACK, \'i. HESTER 
APRIL 6, 1982 
111,0- Jf/.ttd 11'17} 

SENATE FILE 2299 
5.,.5517 
1 Amend Senate File 2299 as follows: 

. 2 1. Page'S; by striking'line' 6. :.' .' . 
3 2. Title page, by.striking line 9 and inse'rti;{g' 

.:' 4 in lieu ther\of the word "and". 
5 3. By ren¥rnbering as necessary. . 

5-5517 FILED ~ BY CLARENCE CARNEY 
APP.~It. ,7, 1982 J .~ _ BOB CARR JOHN 
t(~ ........ ~r7-S";>'s RICHARD VANDE HOEF 

. ..,/'1 ("'.INY) / _ CT., BI L HUTCHINS 
~-r; J,-,,<,#., ~ .•. ~. -11/;. FOR.~ST ~CHW~NGELS 

NOR.'1AN' RODGERS 

5-5584 
SENATE FILE 2299 

JENSEN 
DALE TOEDE.11 
DONALD V. DOYLE 
TOM SLATER 

1 Amend Senate File 2299 as follows: 
2 .. _1. Page 2, by 7triking line 18 through Page 3, 
3 11.n~ 5, and l.~seJ:t1.ng in lieu thereof the following: 
4 ."., 98.39 FREE CIGARETTES OR LIT'T'L-:;> ."Ir~"" A. 

y • .. ...... ....... iJh.n...,. ~ pPY"son 
5 wno loS a manufacturer, distributo y wholes~leY or--
6 "1 F' -, ,. ................ 

·reta~_er 0_ cl.garettes or little cigars shall t' 
7 t~e course of t~at trade or bUSinessdistribut~Ofr~~ 
8 c1.garettes?r ·ll.ttle-cigars ·in packs 'containing mo::-e 
9 th~n four C1.garettes or little cigars per oack in 

10 ·thl.s .state.~· . ',:,.: :.~ .. ' . . 
-.,: :;:-.-.' 

5-5584 "FILED & '"AOOPTE'O" ----
APRIL 14, 1982 .'. , ....... _. 
u.d.~.AA a...wu.~f~r~,,/· 

'liN (/. l.1.o() 

BY JACK w. ". HESTER 
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SENATE FILE 2299 

5-5621 
1 
2 

&~end Senate File 2299 as follows: 

3 
4 
5 

1. Page 1, line 7, by inserting after the word 
·cigarette" the words ·which shall not be considered 
as part of the basic cost of cigarettes as defined 
in section 55IA.2". 

5-5621 FILED & LOST 
APRIL IS, 1982 (F.;.;..S4-) 

v' 

BY RICHARD F. DRAKE 
GEORGE R. KINLEY 
EDGAR H. HOLDEN 

5-5622 
SENATE FILE 229S 

1 ~~end senate File 2299 as follows: 
2 1. Page 5 i by inserting after line: ... the fo].ldowing: 
3 "Sec. . Chapter 5511'., Code l~Hn, • .lS amende 
4 by adding the following new section: 

-,,?",,5 NEW SECTION. CASH DISCOUNT. A wholesaler shall 

• 
, 

6 
7 
8 
9 

10 
11 
12 
13 

nrovide a discount of two oercent of'~ '~'--",' 
the price of the cigarettes sold to a retailer who 

. h'·· f a'n" purchases t.e clgare~~es or c,s ... 
2. Ti tIe page, 11ne 8, by 1nsert~n,? after the 

word "director," t.l1e words "and requlrlng wholesalers 
to grant a ,discount to retailers who purchase 
cigarettes for cash,". 

3. By numbering and renumber~ as necessary. 

S-5622 FILED 
APRIL 15, 1982 

BY RICHARD COMITO 
GARY L. BAUGHER 
JOHN W. JENSEN LOST AS Al1ENDE~ y!'l'>' ~~j, 

..... ---------_.".-

S-5625 
SENATE FILE 2299 

1 Amend the ~~endment 5-5622 to Senate File 2299 as 
2 follows: 
3 1: Page 1, line 5;, by striking the word "shall" 
4 and 1nserting in lieu thereof the word "may". 

S-5625 FILED & ADOPTED BY JOHN W. JENSEN 
A~~IL_15, .1982 (I' /--':.i~~_~_ 

1'~-5706 '/ -' 

SENATE FIL·E-"-i299"':'~~? 

l-.mend Senate File 2299 as follows:"",· :, 
I 2 

i ~ 
I 5 
I 

1. Page 5, by inserting after line 5 the' 
following new section: " 

"Sec. • Chapter 551A, Code 1981, is ·.repealed 
effective January 1, 1983." 

~ 
I 

S-5706 FILED & LOST 
APRIL 20, 1982 (i~31';-) BY EDGAR H. HOLDEN 

RICHARD COMITO GEORGE R. KINLEY 
, 
I 

I 
I 

DICK RAMsEY MICK LURA 
GARY L. BAUGHER Y'M. D. PALMER 
RICHARD L. DRAKE.'" ',' 

.... :-,: . . . ' .'.~' 



SENATE 12 
APRIL 16, 1982 

S-5624 
SENATE FILE 2299 

1 Amend Senate File 2299 as follows: 
2 1. Page 1, line 15, by inserting after the word 
3 "shall" the word "not". 
4 2. Page 1, line 16, by striking the words "of 
5 two percent of the face value". 
6 3. Page 2, by inserting after line 15 the 
7 following: 
8 "Sec. Section 98.35, Code 1981, is amended 
9 to read as follows: 

10 98.35 TAX AND FEES PAID TO GENERAL FUND. The 
11 proceeds derived from the sale of stamps and the 
12 payment of taxes, fees and penalties provided for 
13 under this chapter, and the permit fees received from 
14 all permits issued by the department, shall be credited 
15 to the general fund of the state. However, beginning 
16 with the fiscal year beginning July 1, 1983, there 
17 .is appropr~ated annually from the state general fund 
18 an amount equal to one percent of the face value of 
19 all tax stamps sold in the preceding fiscal year to 
20 the university of Iowa for the purpose of providing 
21 additional funds for research in the area of cancer, 
22 heart ailments, and other ailments or diseases 
23 associated with the smoking or use of cigarettes, 
24 cigars or other tobacco products. All permit fees 
25 provided for in this chapter and collected by cities 
26 in the issuance of permits granted by the cities shall 
27 be paid to the treasurer of the city wherein the 
28 permit is effective, or to another city officer as 
29 designated by the council, and credited to the general 
30 fund of said city. Permit fees so collected by 
31 counties shall be paid to the county treasurer and 
32 credited to the general fund of such county." 
33 4. Title page, by striking lines 2 and 3 and 
34 inserting in lieu thereof the words "by making 
35 permanent the tax rate of nine mills, prohibiting 
36 the sale of tax stamps at a discount,". 
37 5. Title page, line 8, by inserting after the 
38 word "director," the words "makin~ appropriation,". 
39 6. By numbering and renumbeyin9)as ~ces,ary. 

S-5624 FILED BY SUE YENGER 
APRIL 15, 1982 ARTHUR SMALL, JR. 
RULED OUT OF ORDER~ ~~~~) RICHARD COMITO 

GARY L. BAUGHER 
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SENATE 3 
APRIL 19, 1982 

SENATE FILE 2299 
FISCAL NOTE 

BY SENATOR CRAFT 

In compliance with a written request there is hereby submitted a 
Fiscal Note for Senate File 2299 pursuant to Joint Rule 16. 

S.F. 2299 has the following provisions: 

- Makes permanent the tax rate of nine mills on each cigarette and 
little cigar contained in the law enacted in the 1981 session. 
Under that law, the nine-mill rate would revert on July 1, 1983 
to the rate of six and one-half mills depending on the weight of 
the cigarette or little cigar. 

o fiscal effect: FY 1984 - $17.0 million increase 
- Under the 1981 law, the discount from the value of the stamps sold 

by the department of t-evenue is two percent of the value, which 
reverts on July 1, 1983 to a rate not to exceed five percent of 
the value. S.F. 2299 makes the two percent discount permanent. 

o fiscal effect: FY 1984 - no change from previous 
two fiscal years 

- Because the nine-mill rate is made permanent in S.F. 2299, there 
is no need for a cicarette tax refund when the rates revert to 
the 10l'ler rate which was provided for in the 1981 law. This 
section 4 of the 1981 law is repealed. 

o fiscal effect: FY 1934 - a onetime windfall of 
$500,000 results 

- Provides a penalty and interest for unpaid or delinquent taxes 
which is uniform with the other taxes administered by the agency. 
The penalty and interest provisions may be waived or reduced by 
the director of revenue if failure to pay is due to reasonable 
cause. 

o fiscal effect: None 

- Provides the conditions upon which free samples may be distributed 
by any person. 

o fiscal effect: Unknown, but expected to be minimal. 
Taxes are still paid on free samples. 

- Repeals chapter 551A, which is the state unfair cigarette sales Act_ 

o fiscal effect: Unknown. The effects of allowing retailers 
to put their Ol,n prices on cigarettes possi­
bly might stimulate competitive pricing, 
with lower prices increasing sales and thus 
cigarette tax receipts. No estimates are 
available as to hOly many retailers might 
change their cigarette pricing. 

CONTINUED 



SENATE 4 
APRIL 19, 1982 

S.F. 2299, FISCAL NOTE - PAGE 2 

The penalty and interest provisions take effect January 1 following 
enactment, while the rest of S.F. 2299 is effective July 1 following 
enactment. 

o Total fiscal effect 
for areas where an 
est1mate is possible: FY 1984 - $17.5 mi1lion increase 

RECEIVED BY THE SECRETARY OF THE SENATE, APRIL 14, 1982 

FILED: BY GERRY RANKIN, FISCAL D1:RECTOR 
APRIL 16, 1982 


