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Act relating to penalty and interest on cigarette, tobacco,

motor fuel, individual income, withholding, corporation
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Section 1. Section 98.28, Code 1989, is amended to read 2as
foliows:

98.28 ASSESSMENT OF TAX BY DEPARTMENT -~ INTEREST --
PENALTY.

If after any audit, examination of records, or other
investigation the department finds that any person has sold
cigarettes without stamps affixed thereto as required by this
division er-that-any-perssn-has-fairied-to-pay-at-ieast—ninety
percent-of-any-tax-imposed-upon-the-persen, the department:
shall fix and determine the amount of tax cdue, and shall
assess the tax against the person, together with a penalty of
seven-and-one-haif-percent-of-the-anocunt-of-tne-taxs;-excepr as
provided in section 421.27. The taxpayer shall pay interest
on the tax or additional tax at the rate determined under
section 421.7 counting each fraction of a month as an entire
month, computed from the date the tax was due. If any person
fails to furnish evidence satisfactory to the director showing
purchases of sufficient stamps to stamp unstamped cigare:ttes
purchased by the person, the presumption shall be that the
cigarettes were sold without the proper stamps affixed
thereto. Within two years after the return 1s filed or within
two years after the return became due, whichever is later, the
department shall examine %+ the return and determine the
correct amount of tax.

Sec. 2. Section 98.46, subsection 3, Code 1989, is amended
by striking the subsection and inserting in lieu thereof the
following:

3. In addition to the tax or additional tax, the taxpayer
shall pay a peralty as provided in section 421.27.

Sec. 3. Section 324.65, unnumbered paragraph i, Code
Supplement 1989, is amended to reac as follows:

if-a-iicensee-or-other-person-faila-teo-remre~at-teaar
nrrety-percent-of-the-tax-due-with-the-£fiting-of-the-return-on
or-before-the-due-date-or-payg—resa-than—ninety-percent-of-any

tax-reguired-to-be-shown-on-the-returny;-there-shaii-be-added

_l_
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to-mlhe-tgx-a-pengivy-af-sevan-and-oave-aa:f-sercent oaf-che

arennr-a€-the-rax-due; - rxeept-as-nrovried-in-sectton- 42152%<
Cme-punalty-rmposed-under-zhig-section-re-not-schiece-4o

warvers In addition to the tax or additional tax, the

taxpayer shall pay a peralty as provided in section 421.27.

The taxpayer shall also pay interest on the tax or additional

tax at the rate in effect uncer section 421.7 ccunting each

fraction of a month as an entire month, computed from the date
the return was required to be £iled, If the amount of the tax
as determined by the appropriate state agency is less than tre
amount paid, the excess shall be refunded with interest, the
interest to beglin to accrue on the first day of the third
calendar month following the date of payment or the date the
return was due to pe filed or was filed, whichever is the
latest, at the rate in effect under section 421.7 coecunting
each fraction of a month as an entire month under the rules
prescribed by the appropriate state agency. In lieu of a
refund allowed under this section, the licensee may regues:
that the department allow the refund to be held as a credit
for the licensee.

Sec. 4. Section 324.65, unnumbered paragraoh 2, Ccde
Supplement 1983, is amended to read as follows:

The appropriate state agency shall not remit any part of a
penalty for delinguent payment if the delinquency results from
the fact that a check given in payment 15 not heonored because
of insufficient funds in the account upon which the check was
drawn. Hewevers-if-te-appesra-as-a-resnit-of-an-investtgation
that-there-has-been-a-deltberate-attempt-on-the-paret-of-a
tteensee-or-other-pergson-to-evade-paymene-of-fuei-caxea-ehars
shali-be-added-to-the-aasessment-aqainse-che-osffernding-person
and-cottected-a-penaity-of-seventy-five-vercent-of-the-tax
duesr A report required of licensees or persons coperating
under division III, upon which no tax is due, is subject to a
penalty of ten dollars if the report is not timely filed with

the state department of transportation.
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Sec. 5. Section 421.7, subsection 2, Code 1889, is amended .

to read as follows:

2. The rate of interest that shall be in effect during a

calendar year shall be the rate which 1s two percentage points

greater than the numerical average, rounded to the nearest one

percent, of the respective prime rates for eacn of the months
in the twelve-nonth period that ends September 30 of the
previous calendar year. The rate of interest established by
this subsection takes effect January 1, and applies to any
amount which is due or becomes payable on or after that date.

Sec. 6. Section 421.27, Code Supplement 1989, is amended
by strixing the section and inserting in lieu thereof the
following:

421.27 PENALTIES.

1. FAILURE TO TIMELY FILE A RETURN OR DEPOSIT FORM. if a
person fails to file with the department on or before the due
date a return or deposit form there shall be added to the tax .

shown due or required to be shown due a penalty of ten percent

of the tax shown due or required to be shown due. The
penalty, if assessed, shall be waived by the department upon a
showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown
due has been paid by the due date of the tax.

b. Those taxpayers who are required to file guarterly
returns, or monthly or semimonthly deposit forms may have one
late return or deposit form within a three-year period. The
use of any other penalty exception will not count as a late
return or deposit form for purposes of this exception.

¢. The death of & taxpayer, death of a member of the
immediate family of the taxpayer, or death of the person
directly responsible for filing the return and paying the tax,
when the death interferes with timely filing.

d. The onset of serious, long-term illness or
hospitalization of the taxpayer, of a member of the immediate .

family of the taxpayer, or of the person directly responsible

-3-




-+ Tne laxpayer presentc procf that the caxpayer reiied
upon applicable, i! written advice svecificalily made
to the taxpayer, to the taxpayer's preparer, or to an
assoclation representative ¢' the taxpayer from the
department, state depar:iment of trarnsportation, county
treasurer, or federal internal revenue service, whichever is
appropriate, that has not been superseded by a court decisijon,
ruling by a quasi-judicial body, or the adoption, amendmen:t,
or repeal of a rule or law.

g. Reliance upon results in a previous audit was a dirvec:
cause for the failure to file where the previous audic
expressly and clearly addressed the issue and the oprevious
audit results have nof been superseded by a court decision, or
the adoption, amendment, or repeal of a rule or law.

h. Under rules prescribed by the director, the taxpayer
presents documented proof of substantial authorizy to rely
upon a particular positicn or upon proof that all facts and
circumstances are disclosed on a return or deposit form.

1. The return, deposit form, or payment s timely, butc

erroneocusly, mailed with adeguate postage tc the internal

revenue service, another state agency, or a iocal government
agency and the taxpayer provides proof of timely mailing with
adequate postage.

i. The tax has been paid by the wrong licensee and the
payments were timely remitted to the department for one or
more tax periods prior to notification by the department.

k. The failure to file was discovered through a sancrioned
self-audit program conducted by the departmen:c.

2. FAILURE TO TIMELY PAY THE TAX SHOWN DUE, OR THE TAX
REQUIRED TC BE SHOWN DUE WITH THE FILING OF A RETLRN OR
DEPOSIT FORM. If a person fails to pay the tax shown due or
required to be shown due on a return or deposit form on or

-4-
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before the due date there shall be added to =he tax shown due
or required to be shown due a penalty of five percent of the
tax due. The penalty, if assessed, snall be waived by the

department upon a showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown
due has been paid by the due date of the tax.

b. The taxpayer voluntarily files an amended return and
pays all tax shown to be due on the return prior to any
contact by the department, except under a sanctioned self-
audit program conducted by the department.

c. The taxpayer provides written notification to the
department of a federal audit while it is in progress and
voluntarily files an amended return which includes a copy of
the federal document showing the final disposition or final
federal adjustments within sixty days of the fina: disposition
of the federal government's audit.

d. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice specifically mace
to the taxpayer, to the taxpayer's preparer, or to an
assoclation representative of the taxpayer from the depart-
ment, state department of transportation, county treasurer, or
federal internal revenue service, whichever 1ls appropriate,
that has not been superseded by a court decision, ruling by a
quasi-judiclal body, or the adoption, amendment, or repeal of
a rule or law.

e. Reliance upon results in a previous audit was a direct
cause for the failure to pay the tax required to be shown due
where the previous audit expressly and clearly addressed thne
issue and the previous audit results have rot been superseded
by a court decision, or the adoption, amendment, or repeal of
a4 rule or law.

f. OUnder rules prescribed by the director, the taxpayer
presents documented proof of substantial authority to rely
upen a particular position or upon proof thaz all facts andé

clrcumstances are disclosed on a return or deposit form,
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g. Tne return, depcsit form, or peymani iz slitely, Bat

erroneously, mailed with adequate postage to the intarnatl
ravenue service, another sgete agency, Or a Local government
agency and the taxpayer provides proof of fimely mailing with
adequate postage.

h. The tax has been paid by the wrong licensee and the

payments were timely remitted to the department for one or
more tax periods prior to notification by the department.

3. AUDIT DEFICIENCIES. If any person fails <o pay the tax
required to be shown due with the filing of a return or
deposit and the department discovers the underpayment, there
shail be added to the tax required tc be shown due a penalty
of five percent of the tax required to be shown due, The
penalty, if assessed, shall be waived by the department upon a
showing of any of the following conditions:

a. AL least ninety percent of the tax required to be shown
due has been paid by the due date.

b. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice specifically made
to the taxpayer, to the taxpayer's preparer, or to an
association representative of the taxpayer from the
department, state department of trarnsportation, county
rreasurer, or federal internal revenue servine, whichever 1is
appropriate, that has not been superseded by a court decision,
ruling by a quasi-judicial body, or the adoption, amendment,
or repeal of a rule or law.

c. Reliance upon results in a previous audit was a direct
cause for the failure to pay the tax shown due or required to
be shown due where the previous audit expressly and clearly
addressed the issue and the previous audit results have not
been superseded by a court decision, or the adoption,
amendment, or repeal of a rule or law.

d. Under rules prescribed by the director, the tazpaver
presents documerted proof of substantial asuthority to rely

uapon a particular position or upon proof that all facts and

—-6=
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circumstances are disclosed on a return or deposit form. .
4. In case of willful failure to file a return or deposit

form with the intent to evade tax, or in case of wiilfully

filing a false return or deposit form with the intent to evade

tax, in lieu of the penalties otherwise provided in this

section, a penalty of seventy-five percent shall be added to

the amount shown due or required to be shown as tax on the

return or deposit form. If penalties are applicable for

failure to file a return or deposit form and failure to pay

the tax shown due or required to be shown due on the return or

deposit form, the penalty provision for failure to file shall

be in lieu of the penalty provisions for failure to pay the

tax shown due or required to be shown due on the return or

deposit form, except in the case of willful failure to file a

return or deposit form or willfully filing a false return or

deposit form with intent to evade tax.
The penalties imposed under this section are not subject to .

walver,

Sec. 7. Section 422.16, subsection 10, paragraph b, Code
supplement 1989, is amended to read as follows:

b. ff-any-person-or-withholditrng-agent-faiia-to-remit-at
teasr-ninety-percent-of-the-tax-due-with-the-£:trng-of-the
semrmonthiyr-monthiy;-or-gquarterty-depeosit-form-en-or-before
the-doue-date;-or-pays-itess-than-ninety-percent-of-any-tax
required-to-be-shown-en-the-semimonthiy; monehiys;-or-quarterty
deposit-formr-there-snaii-be-added-to-the-tax-a-penatty-of
frfreen-percent-of-the-amount-cf-the-tax-duer-except-as
provided-tn-seckron-421:2%<

In-the-case-of-witrfui-fariure-to-fite-a-aemimenthiys
montniy;-or-quarteriy-deposit-ferm-with-intent-to-evade-tax-or
witiful-fiding-of-a-faise-semzmenthiy;-monthiyy-or-guarcerty
depeste-Lform-with-tntenz-to-evade-taxy~tn-rieu-of-the-penait
othervrse-provided-tn-tnis-paragraphy-there-is-added-to-the
amount-required-to-pe-shewn-as-tax-on-the-semimonthiyy .

monthiyy-oc-guarterty-deposit-forms-seventy-five-percent-of

_.'7..
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cre-gieane-as~kEee-paxy  In addivicon to the L3 oY acddinoional

tax, &ny person or witnnnlcing agent zha:l 2ay & penalily as

provided in section 421,27, The taxpayer £hall also pay

interest on the fax or addliional tax aht the rate in effect

under section 421.7, for each month counting each fraction of

a month as an 2ntire month, computed from the date the

semimonthliy, montnly, or quarterly deposic form was reguired
to be filed. The penalty and interest become a part of tne
tax due from the withnolding agent. %Phe-panaley-impesed-nnder
this-subseceron-ts-not-subdect-to-waivers

Sec. 8. Section 422.25, subsection 2, Code Supplement
1989, is amended to read as follows:

2. In addition to the tax or additilonal tax determined by
the department under subsection 1, the taxpayer shall pay
interest on the tax or additional tax at the rate in effect
under section 421.7 for each month counting each fraction of a
mentn as an entire month, computed from the date the return
was required o be filed, If-ary-persen-Zaiis-co-remrt-art
legse-ninety-pereent-sf-thme-tax-due-with-etrpe-8izing-of-the
return-an-cr-before-she-due-datesy-or-pays-—tess-char-ntnecy
pereont-cf-any-raw-required-to-be-shown-en-che-ratarny-there
shaii-be-added-to-the-tax-a-penalty-of-seven-and-one-tarf
pereenc-of-the-tax-duser;-exvept-as-provided-tn-aecrron-42::23<
In-ecasz-of-wilifui-farture-to-fite-a-reeara-steh-incent-2o
evade-~tax;-o¢-ia-ease-of-witifuily-Stitng-a-faize-recarn-wrin
citent-to-evade-taxy-tn-treu-of-the-peretcy-otherwiss-provrded
sn-this-subsection;-chere-shati-be-added-ra-the-amount
requrred-to-be-shown-as-~tax-on-the-retura~-savency-frve-percent
cf-ene-amounc-of-the-taxs-~Frhe-peralty-imposed-under—this

sabseeckion-ty-not-subjece-ro-waivers In addition to che tax

or additional tax, the taxpaver shali pay a penalty as
pay Y Yy as

providecd in section 421.27.

Sec. 8. Section 422.58, subsection 1, Code 198%, is
amended to resad as follows:

1. If-a-persen-or-permré-horder-faris-to-remit-at-teuast

_8_



S.F. 0’25%{ H.F.

nrnety-percent-of-the-tax-due-with-the-fritng-af-the .
semrmontnty-or-monthiy-tax-depostt-Lform-or-recurn-on-or-pefore
the-due-dates;-or-pays-itess-than-ninety-percent-of-any-cax
required-te-be-shown-on-the-returnr-excepting-the-period
betveen-the-compretion-sf-an-examinatzon-of-the-bdooks-and
recorda-of-a-caxpayer-and-the-giving-of-notice-to-the-taxpayer
that-a-tax-or-addrtionai-tax-ita-due;-there-shati-be-added-*o

O ~ N o Wb

the-tax-a-penatty-of-fifteen-percent-of-ehe-ancunt-of-the-tax

e}

duer-except-as-provided-in-seerron-42::27---In-case-of -witténi

—
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fatiure-to-£frte-a-semimonthiy-or-monthty-tax-deposit-form-or

-
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return;-wiititfui-fiting-of-a-£falaec-aemimontniy-or-monthiy-+ax

—
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depoart-form-or-return-or-williful-fiting-of-a-fatae-ox

—
L

fraudutent-semimonthiy-or-monthiy-tax-deposrt-form-or-return

b
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with-tntent-to-evade-tuxy-tn-ltieu-of-the-penality-otherwise

(]
u

provided-in-thra-subsection;-there-shati-be-added-to-tne

—
(=2}

amount-required-to-pe-shown-as-tax-on-sLhe-seximentaiy-or
monthiy-tax-depoart-form-or-rerurn-seventy-frve-percenc-of-the .

aroune~gf-kma-taxs In addition to the tax or additional tax,
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the taxpayer shall pay a penalty as provided in section

%]
(]

421.27. The taxpayer shall also pay interest on the tax or

additional tax at the rate in effect under section 421.7 for

25 B N
2% B ol

each month counting each frection of a month as an entire

(L%
(]

month, computed from the date the semimonthly or monthly tax

(8]
£

deposit form or return was required to be filed. The penalty

bJ
LA

and interest shall be paid to the department and disposed of

%]
[o)]

in the same manner as other receipts under this division.

383
~J

Unpaid penalties and interesi may be enforced in the same

3%
@®

manner as the tax imposed by this division. <Zhe-penaity

[2®]
o

tmposed-under-thia-subsectton-+ts-not-subeer~to-waivers

(VN ]
o

Sec. 106. Section 423.18, subsection 1, Code 1989, is

78}
—

amended to read as follows:

Lt
[x]

1. If-g-peraon-er-permit-holder-failts-ro-remic-at-tegad

)
L¥ 8]

mirety-pereent-cf-the-tax-due-wich-the-filtny-of-the-nonthtry

A
=Y

24 éegse)s'.'—."c—Ec:sfm~o':—re‘cnrﬁ—en—er—beécre~the—d&e-cﬂare~;—or—p&ys~‘:ess .

Roe)
1%

than-ninety-pereent-of-any-tax-reguired-to-pe-shewn-on-the

_9_
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manatry-af-gaven-and-opa-neii-perzenrn-sf-cha-san-Cser-oxeept
gs-mrevrdad-in-sectren-42s2Y - -ror-cax-dae-dnder-aecnson
4723=97-the-penatey-shatt-be-rifreecn-percant:--Iin-case-of

3

writfuk-faiiuvre-co-frie-a-monchry-desoestt-£farr-or-rernurny
wr¥rfutty-£izing-a-farae-montniy-deposit-£orm-er-retuvns-or
wtiifutiy-fittng-a-falise-or-£franduitent-nencnly-depesre-form-or
recurn-vwith-intenc-to-evade-tans-rn-ien-of-the-penatrey
otmerwrae-provrded-in-this-anbsectrony-thers-shaii-be-aaded-te
the-amount-requtred-to-be-shown-as-tax-on-the-monthiy-depostt
form-or-return-seventy-five-percenc-of-the-amocnet-of-the-tax<

In addition to the tax or additional tax, the taxpayer shail

pay a penalty as provided in section 421.27. The taxpayer

shall also pay interest on the tax or additional tax at the
rate in effect under section 421.7, for each monih counting
eacnh fraction of a month as an entire montn, computed froin the
date the monthly Jdeposit form or raturn wag reguired to be
filed. The pernalty and interest shall be paid te cthe
deparment and disposed of in the same manner as other
receipts under this chapter. Unpald peraities and interes
may be cocllecied in thne same manner as the tax imposed by this
chaprer. Phe-penaity-imposed-under-2nis-subsectcron-ta-Aoh
guszeet-to-warvers

Sec. 11. Section 424.17, subsection 1, Code Supplement

1889, is amended o read as follows:

1. if-a-depostcos-fegits-to-remit-at-reasc-ninsty-pereant
of-tra-charce-due-wish-thn-filing-~cf-the-cs2tura-sn-sc-before

th@*dﬂe—58287—05—pays—'e&a—“h&“*ﬁLfety pergenc-ai-—any-CrRaTye
requrred-ea-be-shewn-on-the-returny-excepring-the  uersed
setween-tae-cempietion-cf-an-exarrngtion-of-che-socks-gnd
recorés-of-a-chnarge-payer-and-the-grving-ofr-notiee-vo-the

charge-payer-that-a-charge-or-addttionat-charge—i3-duc;-

8]

mpue
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shatl-be-added-to-the-charge-a-penatty-of-f:fteen-percent-of
the-smount-of-the-charge-due;-except-as-provided-rn-seccron
421+ 2Fr--In-ease-ob-wiritfur-fativre-to-£ize-a-return-or
wtttfui-firiing-of-a-farae-return-with-tntenc-to-evace-chargessy
tn-iiteu-of-the-penatrey-otherviaze-provided-tn-this-subsections
there-shaii-be-aaded-to-the-amount-required-to-pe-shown-as-a
charge-cn-the-return-geventy-£five-percent-of-the-ameunt-of-the

enarges In addition to the charge or additioral charge, the

charge payer shall pay a penalty as provided in section

421.27. The charge payer shall also pay interest on the
charge or additional charge at the rate in effect under
section 421.7 for each month counting each fraction of a month
as an entire month, computed from the date the return was
required to be filed. The penalty and interest shall be paid
to the department and disposed of in the same manner as the
charge imposed under this chapter. Unpaid penalties and
interest may be enforced in the same manner as the charge
imposed by this chapter,

Sec. 12. Section 450.63, Code 1989, is amended to read as
follows:

450.63 MATURITY OF TAX -- INTEREST -- PENALTY.

*+ All taxes not paid within the time prescribed in this
chapter are subject to a penalty as provided in subsection-2

secticon 421,27 and shall draw interes® at the rate in effect

under section 421.7 until paid,

2r--ff-a-person-tiabie-for-the-payment-of-tax-ay-stared-in
sectron-458-5-fatris-to-remit-at-teast-ninery-percent-of-the
tax-dee-wrth-the-fiting-of-the-return-on-or-pefore-che-due
date-or-pays-tess-cthan-ninety-perecenc-of-gny-tax-reguired-co
be-shavn-on-the-resurn,;-rhere-ashali-he-gdded-to-the-tax-a
penaity-cf-seven-and-one-hait-percent-af-eme-amouns-of-the-rax
duey-axecept-as-provided-in-sectien-423:27---Fhe-pennity
tmposed-under-tiats-subsection-ts-noc-subeck-te-waivers

Sec. 13.

This Act takes effect January 1, 1991,

-11-
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Sa2etions U othrough 4 and 6 rhrover of tois Aot oace
applicable to tax vears boeginninge on or zf:oy Jenvary 1, 199.

Sec. 15.

Section 12 of this Act is app
or after January 1, 1991,

EXPLANATION

The bill ircreases the interest rate on delinguent taxes to
2 percentage points greater than the average prime rate for
the 12-month period which ends September 30 f£or the previous
calendar year. The same rate of interest will be paid on
overpayments of tax.

The bill also establishes a section in chapter 421 wnhich
sets forth the penalties for all taxes.

The penralties created by the bill are as follows:

{1} A 10 percent penalty for failure to timely file a
return or deposit form;

{2) A 5 percent penalty for faiiure to timely pay the tax
due with a return or deoosit form;

(3) A S percent penalty for a deficiency found on audit:
and

(4) A 75 percent penalty for willful failure to file 3
return or deposit form or for willfully filirg a false return
or deposit form with the inten® to evade the tax.

There are circunstances set fortn under which tne penalty
will not be assessed.

The bill takes effect January 1, 1691. Sectione 1 through
4 and & through 11 are applicable to tax years peginning on or
after January 1, 1%91. Section 12 of this bill is applicable

Lo deaths occurring on or after January 1, 199i.

L5838 83128V 73
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Passed Senate, Date 3 . w50 Date Jﬂ’yaf%_ﬂgE/
Vote: Ayes _ <4g  Nays o Vote: Ayes P Nays o
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7 AN e oo/
A BILL FOR
An Act relating to penalty and interest con cigarette, :tobacceo,
motor fuel, individual income, withhoiding, corporation
inceme, franchise, sales, use, retailer's use, environmental
protectionr charge, inheritance, generation skipping transfer, @)
and estate taxes, and providing effective and appiicability ?1
dates. ™
S o en menEDAT  AQGQeVAT S e g . W
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: >
~=

34,?

(AS AMENDED AND PASSED BY THE

SENATE FILE 32:§§§}

BY COMMITTEE ON WAYS AND MEANS
{SUCCESSOR TO 5S8B 2223)

SENATE MARCH 13, 19%0)

- New Language by the Senate

Passed House,
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fom
Section 1. Section 98.28, Code 1989, is amended to read as .
follows: ;

98.28 ASSESSMENT OF TAX BY DEPARTMENT ~-- INTEREST --
PENALTY.

If after any audit, examination of records, or otnher
investigation the department finds that any perscn has soid
cigarettes without stamps affixed thereto as required by this
division er-that-any-persen-aas-faiied-2o-pay-at-teast-ninety
percent-of-any-tax-impogsed-upon-tre-perssn, the department
shall fix and determine the amount of tax due, and shall
assess the tax against the person, together witn a penalty »¢
seven-and-one-haté-percent-of-the-amount-cf-tna-vaxy-execeps as
provided in secticn 421.27. The taxpayer shail pay interest
on the tax or additional! tax at the rate determined underx
section 421.7 counting each fraction of a month as an entire
montnh, computed from the date tnhe tax was due. If any perscn
fails to furnish evidence satisfactory o0 the director showing
purchases of sufficient stamps to stamp unstamped cigarettes .
purchased by the person, the presumpticn shall pbe that the
cigarettes were sold without the proper stamps aifized
thereto. Within two years after the return is filed or within

two years after the return became due, whichever is later, the

m

department shall examine ¢ the return and determine zn
correct amount of tax.

Sec, 2. Section 98.46, subsection 3, Code 1983, is amended
by striking the subsection and inserting in lieu therecf the
following:

3. In addition to the tax or additional tax, the taxpaver

-

shail pay a penalty as prcvided in section 421.27.
Sec. 3. Secticn 324.45, unnumbered paragraph 1, Code
Supp:.ement 1989, s amenced tc read as follicws:
if-a-treensee-cr-obher-person-fatil-to-remis-as-teaar
nraety-pergene-ef-cne-cax-due-witn-the-fritma-of-the-return-on

or-before-the-due-date-ozr-pays-iesa-rhan-ninaty-pescent-of-any
tax-regutred-to-be-shawn-sn-the-resgen;-~re=a-3hkati-be-pdded ’




[V - R S

[

o pes —
S VS R S L'+ B & < B S B o 3

LR B
S N

17

b
o4

a
i

20
21
22
23
24
25
26
27
28
29
3¢
31
32
33

L

4

35

S.F. 2504 5.7,

to-the-eax-g-penatty-of-seven-and-ene-natf-percent-of-the
amount-of-the-tax-duey-except-as-provided-in-secrton-423-27 <
Pae-penazty-imposed-—under-cthtra-section-+a-not-suniect-%o

wateers In addition to the tax or addicicnal tax, -he

.

taxpayer shall pay a penalty as provided in section 421.27.

The taxpayer shall also pay interest on the tax or additional
tax at the rate in effect under section 421.7 counting each
fraction of a month as an entire mencth, computed from the date
the return was required to be flled. If the amount of the tax
as determined by the appropriate state agency is less than the
amount paid, the excess shall be refunded with interest, the
interest to begln to accrue on the first day of the third
calendar month fcllowing the date cf payment or the date the
recurn was due to be filed or was filed, whichever is the
latecst, at the rate 1in effect under section 421.7 ccunzing
each fraction of a month &s an entire month under the rules
prescribed by the apprcpriate state agency. Irn lieu <f a
refund ailowed under this section, the Licensee may reguest
that the department allow the refuné tc be held as credit
for the licensee.

Sec. 4. Section 324.65, unnumbered paragraph 2, Cocde
Suppiement 1989, is amended to read as fgllows:

The appropriate state agency shall not remit any part of &

IC

[ I}

penalty {or delinquent payment :f the delinguency results
the fact that a check given in payment 1s nct honored becauyse
of insufficient funds in the account upon which the check was

drawn. Hewewver;-if-it-agppears-as-g-reasit-of-an-tnvestigatton

b g

that-trere-has-been-a-deliberate-at-enper-en-the-pDark-s5-
treenspe-or-other-peraon-te-evade-payment-sf-£fuel-tanest-chese
shati-pe-added-to-cae-aszessnent-agaiast-rne-offending-p

—
and-cetiected-g-penarty-of-seventy-Live-percent-of-ehe-tax
g

duwes A reporc reguired of licensees ¢r persons Operacin
under divisicrn III, upen which no tax is due, i3 subject %o a
penaity of ten dollars if the report is act timely filed wich

the state deparimens of transportaticn,
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Sec. 5. Section 421.7, subsection 2, Cocde 1989, is amended
to read as foilows:

2. The rate of interes: that shall be 1n effect during a
calendar year shall be the rate whicnh is two percentage points

greater than the numerical average, rourded to the nearest one
percent, of the respective prime rates for each of the months
in the twelve-month pericd that ends September 30 of the
previous ca.endar year. The raze of lnterest established by
this subsection takes effect Januvary 1, and applies to any
amount which is due or becomes payable on or after that date.

Sec. 6. Secticn 421.27, Code Supplement 1889, is amended
by adding the following new subsection:

NEW SUBSECTION. 6. The taxpayer was subject tc the

penalty provision of section 422.25, subsecticn 2, and was

eligible tc compute taxable ircome under the casp receipts and

[ESTrTrpRa— e R T O 4.--'--‘---

di bourseme“ s methud of accounting under section 448 bj¢3) of

S i [P EUP Y TR, WEI I S St At Geal b o i e b e - e

the Internai Revenue Code. The waiver provision 1in this

paragraph appiies cnly for tax years peaginning in the 1985 and

1986 calendar years and only to the extent that the taxpayer

SR A Y I iy A PR

failed to include in its net income for state ftax purposes

A C T Taen e s NG WL PRSI RN 2T T LIRSS LT & e e e

interest pavable on short-term obligations as it accrued

luring those tax years as provided in secticn 1281 of the

Internal Revenue Code and provided that an amended return 13

£iled by July 1, 1990.

Sec. 7. Sec:=icn 421.27, Ccde Supplerment 1989, i

ot
=
T @D
b
{n
{
t

S
Dy striking the secticn and irserting in lieu thereof the
foliowing:
421.27 PENALTIZS,.

1. TAILURE TO TIMELY F T FORM. If

4
[

LE A RETURN CR DEPCS

perscn £alls $0o fllie with the department on or b
date a return or deposit €form there shall be adde
shown due or reguired to be snown due a penaity of ten perc
of tne tax shown due or reguired o be snown due. Tne

penalt 1f assessed, shall be waived by the department upon a

showing of any cf tne f{cllowing condicions:

_3_
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a. At least ninety percent of the tax requlred to be shown
due has been paid by the due date of the tax.

b. These taxpayers who are reguired to

(2
-
-
4]
|
P
[ SR AT]
T
1]
ry
<
o

returns, or monthiy or semlmonthly deposit fcrms o ‘e one
late return or deposit form within a three-year perioé. The
use of any cther penaity exception will not count as a late
return or deposit form for purposes of this exception.

¢. The death of a tazpayer, death of a member of the
immediate family of the taxpayer, or death cf the person
directly responsible for filing the return and paying the tax,
when the death interferes with timely filing.

d. The onset of sericus., lcng-tferm Llliness or
hospitalization of the taxpayer, of a member of the immediate
family cof the taxpavyer, or of the perscn direccly responsiole

for filina the return and paying the tax.

Q
fa]

e. Descruction of records by fire, fiood, <r cther act
God.
ayer relied

rr

f. Tre taxpayer presents proof that the tax
upon applicaple, documented, written advice specifically made
to the taxpayer, te the taxpayer's preparer, ¢r to an
associaticn representative of the taxpayer from the
department, state department cf transportaticn, county
treasurer, or federal internal revenue service, whichever is
appropriate, that has not been superseded by a cocurt decision,
ruling by a guasi-ijudicial body, or the adoption, amendment,
or repeal of a rule or law.

g. Reliance upon results in a previous audit was & direct
cause for the failure to file where the previous audit
expressly and clearly addressed the igsue and the previous
audit results nave not peen superseded 2y & court decision, Of
the adeption, amendment, or repeal of a rule or law.

h. Under rules prescribed by the director, the taxpayer
presents documented prcof of substantial auvtnority Lo rely
upon a particular position or upon proof that all facts and

circumstances are disclosed con a return or depcsit form.

s
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i. The rec;

oo
o84

rn, deposit form, or payment is timely, but .
>rroneousiy, mailed with adeguate postage to the internal

-J

reveniue service, another state agency, Cr a .ocal government

agency and the taxpayer provides proof of timely mailing wizh

[ I < N O

adequate postage.

tcensee and the

y—+

j. The tax nas been pald by the wrong

O

-~

payments were timely remitted tc the department for cne or
more tax periods prior to notification by the department.

¥. The failure to file was discovered through a sanctioned

—
o o @

se.f-audit program conducted by the department.
2. FAILURE TO TIMELY PAY THE TAX SHOWN DUE, OR THE T&X
REZQUIRED TO BE SHOWN DUE WITH THE FILING OF A RETURN OR

DEPOSIT FORM. If a person fails to pay the tax shcwn due or

]

—
[

required to be shown due on a return or deposit [orm on or

-
o

before the due date there shall be added to the tax shcown due

—
(93]

or required to be shcwn due a peralty of five percent of the

P

tax due. The penalty, if assessed, shall be waived by the ‘

department upon a shewing of any of the following conditions:

)

(]
oo = h

a. At least ninety percent of the tax reguired Lo be shown

o

20 due has obeen paid by the due date of the tax.

o)

21 b. The taxpayer voluntarily files an amended returs an
r

to any

22 pays ail tax shown to be due on the return pric

9

23 contact by the department, except under a sanctioned self-
24 audit program conducted by the department.

25 ¢c. The taxpayer provides written nctification to the
26 department of a federal audit while 1t is in progress and
27 voluntarily files an amencded return whlch inciudes a copy of
28 tne federal document showing the final dispes:zicn or Iinal
29 federal adjustments wizhin sixty days of thne

30 ¢

3z d. The taxpayer presents prood
t

J

£ the f{ederal government's audit.

LY

32 upon applicable, documented, wri
33 to the taxpayer, to the taxpayer'

34 associazion representative of the t

[ATRR 7]
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35 ment, state department of rtransport
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federal internal revenue service, whichever is appropriate,
tnat has not been superseded by a court decision, ruling by a
guasi-judicial becdy, c¢r the adeption, amendment, cr repea. of
a rule or law.

e. Reliance upon results in a previcus audit was a direct
cause for the failure to pay the tax requirec tc be shown due
where the previous audit expressly and clearly addressed the
issue and the previous audit results have not been superseded
by a court decision, or the adopticn, amendment, or repeal of
a rule cr law.

£. Under rules prescribed by the director, the :taxpayer
presents documented proof of substantial authecrity to rely
upon a particular position or upon proof that all facts anc
circumstances are disclosed on a rezurn or deposit form.

g. The return, deposit form, or payment is timely, but
erronecusly, mailied with adequate postage to the internal
revenue service, another state agency, or a lcocal goverrment
agency and the taxpayer provides proof <©f timely maillling witih
adequate postage.

n. The tax nras been paid by the wrong licensee and the

payments were timely remitted to the department for one or

more tax periods prior to noti rion by the department.
3. AUDIT DEFICIENCIES.

required to oe shown due with the filirng of a return or

H o
-
iy
—
a0

deposit and the department discovers the underpayment, there
shall be acdded to the tax required to be shown due a penalty
cf five percent of the tax reguired to be shown due. The

penalty, 1f assessed, shall be waived py the deparimen:t upon

sheowing of any of the fcllowing cenditicns:

a. At least ninety percent of the tax reguired tc be shown

due has been paid by the due date.

5. The taxpayer presents proof that the taxpayer relied
upon applilcable, documented, written acdvice specifically made
to the taxpayer, to the taxpayer's preparer, or to an

Yy

association representative of the taxpa

~F=-

a
'y person falls ko pay the tax
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-

department, state cepartment of transper:tation, county
treasurer, or federal internai revenue serv.ce, whilchever i3
appropriate, that has not besn superseded by a court decision,

ruling oy a guasi-judicial body, or the adop:icn, amendment,

o
re

repeal of a rule or law.
c. Rellance upeon resulis 1n a previous audit was & direct
cause fcor the failure to pay the tax shown due or required to
be shown due where the previous audit expressly and clearly
addressed the Issue and the previous audit results have not
been superseded by a court decision, or the adopticn,
amendment, or repeal cf a rule or law.
d. Under rules prescribed by the director, the taxpaver
presents documented proof of substantial authority to rely
upon a particuiar position or upcn preof that ail facts and
clrcumstances are discliosed on a return or depcsit form.

4. In case of willful failure tc £ile a return or deposit
form with the intent tc evade tax, or in case of willfully
filing a false return or deposit form wizh the intent to esvade

tax, 1n lieu of =he penalties ctherwise provided in this
section, a penalty of seventy-£five percent shall de added to
the amount shown due or required to be shown as tax on the
return or deposit form. If peralties are applicable for

Lo pay
return or

failure to file a return or deposit form and failure
the Zax shown due or required to be shown due on the
ceposit form, the penality provisicn for fallure 2o file s
be in lieu of the penalty provisicns for failure o pay the
tax shown due ¢r required to be shown due on the recurn o
deposit form, except in the case of wiilful faiiure to file
retura or ceposit form or willfully filing a false return or
cepcsit ferm with inten: te evade tax.

The venalties imposed under this section are not sub

Sec. 8. Section 422.16, subsection 10, paragraph b, Code
suppiemnent 1989, is amended o read as follcows:
b

EE—e:y—person—e:-wéthhoid£ng—agent—fa%i —“o-pemrE-3%

l ‘
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teast-ninety-percent-sf-tre-rax-due-with-the~£riing-of-the

e

semimonthryr-menchtyr;-or-quareeriy-depoare-fern-sn-or-hefere
tie-dae-dater;-sr-pays-itess-bthan-ninecy-percenc-cf-any-tax
requrred-to-pe-srowa-sn-tne-gemrrontityy-monthiyr-sr-grarteriy
aeposit-formy-there-shati-be-adéded~to-the-tax-a-pensrby-of
frfteen-percent-cf-the-amount-of-tne-tax-due;-excepe-as

provided-in-sectiorn-42t+27<

1IN
i

in-the-case-ab-witifui-fatinra-ta-frie-—a-saminensa

r

.

menthiy;-oer-quarterty-deposte~form-with-rrueenc-to-evade-tax-or
wittEn i—ftit“g of-a—faise-semimenthtvr-montniy;-or-quarces:zy
depogit-form-with-tntent-bto-evade-taxy-in-tren-sf-she-penalty
atherwise-proveced-tn-this-paragraphy-there-rs-added-ta-the

amennt-~eQaéred~te—be-shcwn-as—tax—an—the—semémcnthiy;

monthiyr-or-gquarterty-deposti-form;-seventy-frve-percent-of

the-grount-af-tha-raxs: T addition to the tax or additicna:

tax, any perscn or withholding agent shall pay a penalty as

provicded in section 421.27. The taxpayer shall also pay

interest on the tax or additicrnal tax at the rate 1n eflect
under section 421.7, for eagh month courting each fraction oI
a menth as an entire month, ccormputed from the date the
semimenchly, monthly, or quarterly deposit form was reguired
to be filed. The penalty and interest beccrme a part of the
tax due from tnre withholding agenz. Pre-penazsy-irpeged-nndes

thra-subsectron-r3-rot-sudiect-o-warvers

(tu
rt

Sec. 9. Section 422.25, subsection 2, Code Suppliem
1989, is amended to read as fclilows:

2. In addition to the tax or additignal :tax determined by
the department under subsection 1, the taxpayer shall pay
interest on the tax or additional tax at the rate in effect
under section 421.7 for each month counting each fracticn of a

month as an entire month, computed f£rom the date the teturn

was required to be filed. If-any-perasn-faria-te-remit-ac
regat-ntnety-perscent-2f-ene-tax-due-with-tne-critng-of-the
return-on-cr-before-rhne-due-dater-or-pays-ress-chan-ninesy

percenc-ef-any-tax-required-to-pe-shcwr-on-tre-resurny-taere

-8 -
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shari~be-added-re-tme-cax-a-pennptty-of-seven-and-sne-paif

pereent-of-rhe-rax-dues;-excenr-as-provrded-in-secrien-42

In-case-of-wiirfuz-£fatinre-te-E+re-a-r 3 &
evade-tax;-sr—tn-case-of -wrtifuriy-£tisnec-a-farse-recurn~wrhi

T
itntens-te-svnde-tax;-ta-tieu-of-che-penaity-oraerwise~provided
e

o
itn—-thig-supseerron;—there-shari-be-added-to-sne-amonnt
ek

44
s ]
3
|
4]
v ]
<«
11
3
3
‘<
rh
Fe-
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4
113
47
]
ag

required-+o-pe~-shown-gs-tax-sn-tne-»
of—the—amcunt—cE-the—taxr—~?he—penaity-émposed—andef—tht
e

supsectrop-t3-nret-subtect-to-watvers In addition

or additlional tax, the taxpaver snall pay a4 penalty as

provided in secticn 421.27.
Sec. 10. Section 422.58, subsection 1, Code 1389, is

amended to read as foliows:

1. if-a-person-sr-permit-hotrder-fatis-so-remitc-at-eass
ninecy-percent-sf-the-bax-due-wieh-the-Exiing-2f-cne
semtmentriy-er-nonthiy-cax-deposit-form-or-resurn-on-or-bdefoze
the-due-dater;-or-pave-teas-than-nrpecy-perecent-of-any-tax
regquiced-to-pe-shown-on-che-returnr-execepting-tne-period
berwesn-tne-compietisn-sf-an-examrnaeron-of-sra-pooka-ane
records-cf-a-taxpayer-and-the-gro+ng-of notice-ca-the-taxpayer
trat-a-tax-er-addrrrongi-tax-ta~dune;-rthere-shalti-be-acded-ts
the-tax-a-penatty-of-£ifteen-percent-of-the-amoune-of-cne-zax
dyey-execepr-as-provided-tn-section-421:23s--In-case-of-witifui
farinre-tu-frie-—a-semimonthiy-osr-monthiy-tax-desoait-Lorm-or
reburny-witltfur-£€rting-ef-a-farse-semimonthiy-os-monehiy-tax
deposzre—torm-or-recuen-os-witifui-£rting-of-a-faise-or
“raﬂcﬂier~—ﬁem*me“thiy or-mentniy-kax-depostt-farm-or-resurn

u-of-sme-penaity-otherwtue

ere-3natl-be-added-to-rthe

4
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menchty-tax-deposte-form-or-racarn-seventy-£frve-percent-sf-she

ameunr-of-ehe-zaxs In additicn o the tax or additioral tax,

the taxpayer shall pay a penaitny as provided 1in section

421.27. The taxpayer shail also pay interest on the tax or
additional tax at the rate in effect under section 42:.7 for

-3 -




M

W NF

aY

A
-

25
26
27
28
29
30
31
32
33
34
35

each month counting each fraction of & month as an eatire
month, ccomputed from the date the semimonthly or monthly tax
deposit form or return was requirecd to be filed. The penalty
and interest shall be pa:d to the department and dispcsed of
in the same manner as other receipts under this divisicn.
Unpald penalties and interest may be enforced in the same
manner as the tax imposed by thils division. ¥re-peraics
impesed-under-thtg-aupaection-t3-ast-aubect-to-watvers

Sec. 11, Section 423.18, subsection 1, Code 1989, is
amended to read as follows:
1. If-a-person-er-permit-poider-farra-rce-remit-ab-teass
minety-percent-of-tne-tax-duee-with-the-fiting-of-the-me:
depestr-form-oar-return-on-or-pefore-the-due-date;-or-nays
thar-ninety-percent-of-any-tax-reguired-to-be-snewn-en-che
monthiy-deposte-~-farm-or-return;-—exceperng-the-period-petw
the-compietion-af-an-exarrnatien-of-che-poska-anc-records
caxpuver-and-the-giving-cf-neciee-to-ehe-taxpaver-that-a-tax
o=-addirionat-tax-t3-duer-there-snair-be-added-to-the-tax-a
penatry-of-ceven-and-sne~-haté-percent-cf-the-rax-duer-axceaept
as-provided-in-sectsan-421:27---For-tax-dae-nnder-section
423797-tne-penatty-ahazri-be-fifteen-percents--In-case-of
witiful-farture-co-fita-a-monrhry-deposts-farm-or-resurny
writentty-fiting-a-£faise-menthiy-depeyre-Ffoem-o
witténtiy-fiiing-a-£farve-cr-£fraudurent-nenchty 3
retuta-with-intenst-toa-evade-tany-tn-iten-af-che-penagd
otherwrse-provided-tn-tiara-aubaestion;-there-3f b
tre-ameunc-required-to-be-shown-gs-cax-an-the-acachiy-depouwre
ferm-or-return-seventy-five-percenc-of-the-amocar-oé-rne-paxs

aver shall

In addition to the zax or additional tax, the

a
pay a penalty as previded in section 42i.27. The taxpayer

shall also pay interest on the tax or additionai tax at :he

in effect under section 421.7, for each month counting

ate
each fraction ¢f a month as an entire month, computed trom the
ate the monthly deposit form ¢r return was regquired

e

d
d. The penalty and interest shail de paid tc cthe

..:_O_
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deparzment and disposed ¢f in the same manner as
receipts undéer this chapter. Unpaid penalties and
may be collected in the same manner as the tax imposed oy this
chnapter. Phe-penaity-imposed-under-this-2ubaecticn-ia-non
ubpyect-to-warvers

Sec. 12. Section 424.17, stbsection 1, Code Supplement

1989, is amended tc read as follows:

3
¥

1. ff-a-depoarter-fatis-ro-remte-at-reaat-ninety-nerce

o

ef-the-charge-due-with-the~£rirng-sé-the-retuen-on-or-pefare
the-due-dater;-or-pays-lesa-than-arrebty-percent-sf-any-charge
requrred-co-be~shewn-on-the-resurn;-excenting-the-period
between-the-compietion-of-an-exanination-of-ene-books-and
recorda-of-a-charge-payer-and-che-giving-of-nettece-to-the
enurge-payer-chat-a-charge-osr-addrtronar-charge-t3-due;-there
snarr-pe-added-to-tne-charge-a-penatty-of-fifteen-percent-=f
the-amsune-of-the-charqge-due;-execept-aa-provrded-+n-sectton
42r72Fr-~-¥n-cage-of-witifut-fatrure-te-frte-a-vreturn-or
witlfal-fiting-of-a-fatrse-~retusn-wich-tntent-to-evade~chargeas
tr-itez-of-the-penatty-etnerwize-provided-in-trnte-dupsections
there-shaz:-ke-added-to-the-amounc-required-ts-ne-gnewn-as-a
charge-on-tne-rerurn-geventy-£ive-percent-of-che-anouns-of-+ne

enarges In addition to the charge or additicnal charge, tre

charge payer shall payv a penaltv as provided in section
. ——— . e - e .

421,27, The charge payer shall also pay interest on the
charge or adcélitional charge at the rate in effect under
section 421.7 fcor eacnh month counting each fracticn ¢f a month
as an entire month, computed from the date the ra2furn wa
regquired tc ve filed. The penalty and iateres:t shalill be pa
to the department and disposed of in the same manner as the
charge 1mposed under this chapter. Unpaid penaities and
interest may be enforced in the same manner as the charge
imposed by this chapter.

Sec. 13, Section 450.63, Code 1989, is amended to read as
follows:

459.63 MATURITY OF TAX -- INTEREST -- PENALTY.




s.F. 2304 &u.r.

b

+ All taxes not paid within the time prescriped in this

chapter are subject to a2 penalty as provided in s=paecston-2
section 421.27 and shall draw interest at the raze in effect
under section 421.7 untcil paid.
2r--if-pa-person-tiabte-Lar-the-payment-sf-tax-as-gtated-in
section-458-5-farta-ro-remit-at-reast-ninecy-percent-of-rvhe
tax-done-with-the-£fiiing-of-the-return-opn-ar-before-—sae-due
date~-or-pays-teas-than-—ninety-pereent-sf-any-tax-reguires-¢
be-shown-en-the-return;-there-shati-be-added-ro-the-tax-a
penatcy-of-geven-and-one-natéf-percenc-eof-the-amopnt-of-che-~tax

due;-exeepe-aa-provided-in-sectian-421-37-~--Pheé-penatey

— H
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tmposed-under-shi3-subsectiom-r3-not-ansject-to-waivers

-

Sec. 14.

3

-

This Act takes effect January 1, 13991.

+

Sec. 15.
Section 6 of this Act applies retrcactively to tax years

P ERIETY TP 2 VY PO L ST I ML £ Rl bk

beginning in the 1985 and 1986 calendar years.

Sec. 1i6.
Sections 1 through 4 and 7 through 12 <f this Act are

iii'
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applicable to tax years beginning on or after January 1, 199%L.
Sec. 17.
Secticn 13 of this Act is applicable to deaths occurring on

|3 T 06 ]
w M

cor after January 1, 1991.
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“TE CLIP SHEET FEBRUARY 16, 1990

SENATE FILE 2304

FISCAL NOTE | ;
|
el

A fiscal note for Senate Pile 2304 is hereby submitted pursuant to Joint Rule
17. Data used in developing this fiscal note is available from the Legislative
Fiscal Bureau to members of the Legislature upon request.

Senate File 2304 provides for revisions in interest and penalty provisions
applicable to taxes administered by the Department of Revenue and Finance. The
bill will provide for increases in the statutory interest rate. In additionm,
the penalty rates will 1incfease or decrease depending on the tax type. The
bill also provides for exceptions under which a penalty will not be assessed.

Fiscal Impact

The Department believes that overall the legislation will be approximately
revenue neutral due to increases in the interest rate and adjustments to the
penalty rate.

Source: Department of Revenue and Finance {LSB 8312sv, PDD)

FILED FEBRUARY 15, 1990 BY DENNIS PROUTY, FISCAL DIRECTOR
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SENATE FILE 2304

04 as follows:

1 amend Senate File 23
ting after line 10, the

2 1. Page 3, by inser

3 following:
section 421.27, Code Supplement 1989,

"Sec. 100. C -
is amended by adding the following new subsectioa:
NEW SUBSECTION. 6. The taxpayer was subject to

4

5

6 - -

7 the penalty provision of section 422.25, subsection 2,
8

9

and was eligible to compute taxable income undet ghe

cash receipts and disbursements method of accounting
10 under section 448(b)(3) of the Internal Revenue Code.
11 The waiver provision 1in this paragraph applles only
12 for tax yearS beginning in the 1985 and 1986 calendar
13 years and only to the extent that the taxpayer failed
14 to include in its net income for state tax purpcses
15 interest payable on short-term obligations as Lt
16 accrued during those tax years as provided 1n section
17 1281 of the Internal Revenue Code."
18 2. Page ll, by inserting after line 35 the
19 following:
20 "Sec. _ _ -
21 Section 100 of this
22 tax years beginning in
23 years."”

By WILLIAM W. DIELEMAN

Act applies retroactively to
the 1985 and 1986 calendar

$-5227 FILED FEBRUARY 26, 1950
oA Sfe .'j e

SENATE F 4

5-5283 ILE 2304

?mend Senate File 2394 as follows:

- Page 3, by inserti fte ie
. H Ion acL X }

following. g aiter line 10, the

" - P
s agg;é 100. %ectLun.421.27, Code Supplement 1989

“Ewnq?d.gymacdang the fcllowing new subsection: ’
thet .??SHCLqu.' 6. The ntaxpayer was subject to
aéd PenaAfy provisicr cf secrion 422.25, sulsection 2
c;~bd?5 efiglble to_cpmpute taxablz income under the '
“;gé- eceipts énd dispursements method of accounting
Ege I g?ctLOn uQB{b)(3) of the Internal Revenue Céée
The ::lJ?r provision in this paragraph applies only..
tor X years bogimning in the 1985 and 1986 calenda
years and oniy to tth tent ¢ t ailed
Jears and only Mxi extent that the taxpayer failed
to i ! 1ts net inceome for state t
interest pavable on shor: 51 iga Ao S

. & on short-term ohligations as i
. T 7 N ; . l...c.J PIE SR S -Lt
accrued during those tax vears as provided in section
b - - L

-7 ) T 1
281 of the Internal Reverue Ccde and provided that an

}g amegded return i1s filed by July 1, 1990."
1 . Page 11, by inserting r Yine 3%
9 following? + by 1nserting after line 3% the
21 "Sec. .
22 Section 108 2f th ;
: £ this Act applies retroactt
- Y L] - 0 - - - Chl
23 tax years beginning in the 1985 and 1986 lveéy £
24 years." ) casendar

By WILLIAM W. DIELEMAN

S~5283 FILED FEBRUARY
Aefiadii Ay (5 i) 28, 1999
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SENATE FILE . 34/
BY (PROPOSED COMMITTEE ON WAYS
AND MEANS BILL BY CHAIR-

PERSON DIELEMAN)

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Avyes Nays
Approved

A BILL FOR

An Act relating to penalty and interest on cigarette, tobacco,
motor fuel, individual income, withholding, corporation
income, franchise, sales, use, retailer's use, environmental
protection charge, inheritance, generation skipping transfer,
and estate taxes, and providing effective and applicability
cdates.

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

TLSB 83128C 73
sv/cf/24




O ~ N b W

R N N ™ R UV U UV P
QWD NN B W R O W

~

22
23
24
25
26
27
28
28
30
31
32
33
34
35

Section 1. Section 98.28, Code 1989, is amended to read as .
£ollows:

98.28 ASSESSMENT OF TAX BY DEPARTMENT -- INTEREST --
PENALTY.

If after any audit, examination of records, or other
investigation the department finds that any person has sold
cigarettes without stamps affixed thereto as required by this
division er-that-any-person-has-faiied-so-pay-at-teast-ninety
percent-of-any-tax-imposed-upon-the-persen, the department
shall £ix and determine the amount of tax due, and shall
assess the tax against the person, together with a penalty of
seven-and-one-hatf-percent-ocf-the-amount-of-che-tax;-excens as
provided in section 421.27. The taxpayer shall pay interest
on the tax or additional tax at the rate determined under
section 421.7 counting each fraction of a month as an entire
month, computed from the date the tax was due. If any person
fails to furnish evidence satisfactory to the director showing
purchases of sufficient stamps to stamp unstamped cigarettes .
purchased by the person, the presumption shall be that the
cigarettes were sold without the proper stamps affixed
theretoc. Within two years after the return is filed or within
two years after the return became due, whichever is later, the
department shall examine %+ the return and determine the

correct amount of tax. )
Sec. 2. Section 98.46, subsection 3, Code 1989, is amended
by striking the subsection and inserting in lieu thereof the
following:
3. In addition to the tax or additional tax, the taxpayer
shall pay a penalty as provided in section 421.27.
Sec. 3. Section 324.65, unnumbered paragraph 1, Code
Supplement 1989, is amended to read as follows:
té-p-ticensee-or-other-person-fails-to-remtt-at-least
ninety-percent-of-the-tax-due-with-the-fiting-of-che-return-on
or-before-the-due-date-or-pays-itess-than-ninety-pereent-of-any .
tax-preagquitred-to-be-shewn-on-tha-returny-there-shati-hae-added '



to-the-tax-a-penatty-of-seven-and-one-naif-percent-of-the
ameunt-af-she-tax-duey-except-as-provided-rn-sectron-42:27<
Phe-pensicy-imposed-under-this-section—ts-not-subject-te

watvess In addition to the tax or additional tax, the

taxpayer shall pay a penalty as provided in section 421.27,

The taxpayer shall also pay interest on the tax or additional
tax at the rate in effect under section 421.7 counting each
fraction of a month as an entire month, computed from the date
the return was required to be filed. If the amount of the tax
as determined by the appropriate state agency is less than the
amount pald, the excess shall be refunded with interest, the
interest to begin to accrue on the first day of the third
calendar month following the date of payment or the date the
return was due to be filed or was filed, whichever is the
latest, at the rate in effect under section 421.7 counting
each fraction of a month as an entire month under the rules

prescribed by the appropriate state agency. In lieu of a

refund allowed under this section, the licensee may request
that the department allow the refund to be held as a credit
for the licensee,

Sec. 4. Section 324.65, unnumbered paragraph 2, Code
Supplement 1989, 1is amended to read as follows:

The appropriate state agency shall not remit any part of a
penalty for delinquent payment if the delinquency results from
the fact that a check given in payment is not honored because
of insufficiert funds in the account upon which the check was
drawn. Hewever;-if-itt-appears-as-a-zesuib-of-an-tnvestrgatron
shat-there-has-peen-a-detrberate-attempt-on-the-part-of-a
tieensee-or-other-person-to-evade-payment-of-£fuei-taxes-there
shat:-pe-added-to-the-assessment-agarnst-the-offending-person
and-cotlected-a-penatty-of-seventy-five-parcent-of-the-tax
dues A report required of licensees or persons operating
under division III, upon which no tax is due, is subject to a
penalty of ten dollars if the report is not timely filed with
the state department of transportation.

-2
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Sec. 5. Section 421.7, subsection 2, Code 1989, is amended .
to read as follows:
2. The rate of interest that shall be in effect during a

calendar year shall be the rate which is two percentage points

greater than the numerical average, rounded to the nearest one

percent, of the respective prime rates for each of the months
in the twelve-month period that ends September 30 of the
previous calendar year. The rate of interest established by
this subsection takes effect January 1, and applies to any
amount which is due or becomes payable on or after that date.

Sec. 6. Section 421.27, Code Supplement 1989, is amended
by striking the section and inserting in lieu thereof the
following:

421.27 PENALTIES.

1. FAILURE TO TIMELY FILE A RETURN OR DEPOSIT FCRM. If a
person fails to file with the department on or before the due
date a return or deposit form there shall be added to the tax .
shown due or required to be shown due a penaity of ten percent
of the tax shown due or required to be shown due. The
penaity, if assessed, shall be waived by the department upon a
showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown
due has been paid by the due date of the tax.

b. Those taxpayers who are required to file quarterly
returns, or monthly or semimonthly deposit forms may have one
late return or deposit form within a three-year period. The
use of any other penalty exception will not count as a late
return or deposit form for purposes of this exception.

c¢. The death of a taxpayer, death of a member of the
immediate family of the taxpayer, or death of the person
directly responsible for filing the return and payirg the tax,
when the.death interferes with timely filing.

d. The onset of serious, long-term illness or
hospitalization of the taxpayer, of a member of the immediate .
family of the taxpayer, or of the person directly responsible

-3-
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fcr filing the return and paying the tax.

e. Destruction of records by fire, flood, or other act of
God.

f. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice specifically made
to the taxpayer, to the taxpayer's preparer, or to an
association representative of the taxpayer from the
department, state department of transportation, county
treasurer, or federal internal revenue service, whichever is
appropriate, that has not been superseded by a court decision,
ruling by a quasi-judicial body, or the adoption, amendment,

2 or repeal of a rule or law.

g. Reliance upon results in a previocus audit was a direct

4 cause for the failure to file where the previous audit

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

expressly and clearly addressed the issue and the previous
audit results have not been superseded by a court decision, or
tne adoption, amendment, or repeal of a rule or law,

h. Under rules prescribed by the director, the taxpayer
presents documented proof of substantial authority to rely
upon a particular position or upon proof that all facts and
¢circumstances are disclosed on a return or deposit form.

i. The return, deposit form, or payment is timely, but
erroneously, mailed with adequate postage to the internal
revenue service, another state agency, or a local government
agency and the taxpayer provides proof of timely mailing with
adequate postage.

J. The tax has been paid by the wrong licensee and the
payments were timely remitted to the department for one or
more tax periods prior to notification by the department.

k. The failure to file was discovered through a sancticned
self-audit program conducted by the department.

2. FPAILURE TO TIMELY PAY THE TAX SHOWN DUE, OR THE TAX
REQUIRED TO BE SHOWN DUE WITH THE FILING OF A RETURN OR
DEPOSIT FORM. If a person fails to pay the tax shown due or
required to be shown due on a return or deposit form on or

-4 -




before the due date there shall be added to the tax shown due
or required to be shown due a penalty of five percent of the
tax due. The penalty, if assessed, shall be waived by the

department upon a showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown
due has been paid by the due date of the tax.

b. The taxpayer voluntarily files an amended return and
pays all tax shown to be due on the return prior to any
cortact by the department, except under a sanctioned self-
audit program conducted by the department.

c. The taxpayer provides written notification to the
department of a federal audit while it is in progress and
voluntarily files an amended return which includes a copy of
the federal document showing the final disposition or final
federal adjustments within sixty days of the final disposition
of the federal government's audit.

d. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice specifically mace
to the taxpayer, to the taxpayer's preparer, or to an
association representative of the taxpayer from the depart-
ment, state department of transportation, county treasurer, or
federal internal revenué service, whichever is appropriate,
that has not been superseded by a court decision, ruling by a
quasi-judicial body, or the adoption, amendment, or repeal of
a rule or law.

e. Reliance upon results in a previous audit was a direct
cause for the failure to pay the tax required to be shown due
where the previous audit expressly and clearly addressed the
issue and the previous audit results have not been superseded
by a court decision, or the adoption, amendment, or repeal of
a ruie or law.

f. Under rules prescribed by the director, the taxpayer
presents documented proof of substantial authority to rely
upon a particular position or upon proof that all facts and

circumstances are disclosed on a return or deposit form.

-5-
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g. The return, deposit form, or payment is timely, but
erroneously, mailed with adequate postage to the internal
reveniue service, another state agency, or a local government
agency and the taxpayer provides proof of timely mailing with
adequarte postage.

h. The tax has been paid by the wrong licensee and the
payments were timely remitted to the department for one or
more tax periods prior to notification by the department.

3. AUDIT DEFICIENCIES. If any person fails to pay the tax
required to be shown due with the filing of a return or
deposit and the department discovers the underpayment, there
shall be added to the tax required to be shown due a penalty
of five percent of the tax required to be shown due. The
penalty, 1f assessed, shall be waived by the department upon a
showing of any of the following conditions:

a. At least ninety percent of the tax required to be shown
due has been paid by the due date.

b. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice specifically made
to the taxpayer, to the taxpayer's preparer, or to an
association representative of the taxpayer from the
department, state department of transportation, county
treasurer, or federal internal revenue service, whichever is
appropriate, that has not been superseded by a court decision,
ruling by a quasi-judicial beody, or the adoption, amendment,
or repeal of a rule or law.

c. Reliance upon results in a previous audit was a direct
cause for the failure to pay the tax shown due or required to
be shown due where the previocus audit expressly and clearly
addressed the issue and the previous audit results have not
been superseded by a court decision, or the adoption,
amendment, or repeal of a rule or law.

d. Under rules prescribed by the director, the taxpayer
presents documented proof ¢f substantial autherity to rely
upon a particular position or upon proof that all facts and

-6-
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13
14
15
16
17
18
i9
20
21
22
23
24
25
26
27
28
29
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v
L

32
33
34
35

circumstances are disclosed on a return or deposit form,

4. In case of willful failure to file a return or deposict
form with the intent to evade tax, or in case of willfully
filing a false return or deposit form with the intent to evade
tax, in lieu of the penalties otherwise provided in this
section, a penalty of seventy-five percent shall be added to
the amount shown due or required to be shown as tax on the
return or deposit form. If penalties are applicable for
failure to file a return or deposit form and failure to pay
the tax shown due or required to be shown due on the return or
deposit form, the penalty provision for failure to file shall
be in lieu of the penalty provisions for failure to pay the
tax shown due or required to be shown due on the return or
deposit form, except in the case of willful failure to file a
return or deposit form or willfully filing a false return or
deposit form with intent to evade tax.

The penalties imposed under this section are not subject to
waiver,

Sec. 7. Section 422.16, subsection 10, paragraph b, Code
supplement 1989, is amended to read as follows:

b. if-amy-pesson-ar-withnetding-agent-faiis-to-remre-at
teast-ninety-percent-of-the-tax-due-with-the-&iting-of-the
semimonzhiy;-monthiy;-or-gquarteriy-deposic-form-on-or-pefore
the-due-dater-or-pays-iess-than-ninety-percens-of-any-tax
required-to-be-shewn-on-the-semimenthty;-montiatys-or-guarterty
depestt-form;-there-shaii-be-added-to-the-tax-a-penatty-of
£xfreen-percent-of-the-amount-of-the-tax-due;-except-as
provided-in-seccion-421+2%<

in-the-case-of-wiiifui-fariure-to-fite-a-semimontiatys
ronthiys-or-gquarceriy-deposit-form-with-intenc-to-evade-cax-or
witifur-€rirng-of-a-faise-semimonthiys;-—monthiy;-or-quartesrty
depostt-form-with-intent-to-evade-tax;-in-iteu-of-the-penais
otherwise-provided-in-this-paragrapn;-there-<s-added-to-ene
amount—requfreé-to-be-shown-és-t&x-on-the—aemimonthiy;

monthiyr;-or-gquarteriy-deposit-form;-seventy-£five-percant-of

_7.-
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tha-amount-af-ehe-eaxr In addition to the tax or additional

tax, any person or withholding agent shall pay a penalty as
provided in section 421.27. The taxpayer shall also pay

interest on the tax or additional tax at the rate in effect
under section 421.7, for each month counting each fraction of
a month as an entire month, computed from the date the
semimonthly, monthly, or guarterly deposit form was required
to be filed. The penalty and interest become a part of the
tax due from the withholding agent. Zhe-penaity-:mposed-under
chis-subsection-is-not-subsect-to-waivers

Sec. 8. Section 422.25, subsection 2, Code Supplement
1989, is amended to read as follows:

2. In addition to the tax or additional tax determined by
the department under subsecticon 1, the taxpayer shall pay
interest on the tax or additional tax at the rate in effect
under section 421.7 for each month counting each fraction of a
month as an entire month, computed from the date the return
was required to be filed. if-any-person-faris-to-rem:it-at

tepast-ninety-percent-of-the-tax-due-with-che-£i¢zing-of-the

return-on-or-before-the-dune-date;-or-pays-iess-than-ninety
percent-of-any-tax-required-co-pe-shown-on-the-return;-there
shati-he-added-to-the-tax-a-penatey-of-seven-and-one-haié
percent-of-the-tax-dues;-except-as-provided-zn-sectron-42:-27+
iIn-case-of-wiitfuit-fariure-to-frie-a-return-with-tntent-to
evade-taxy-or-in-case-of-witirfuity-€2ting-a-fatse-return-with
rncent-to-evade-tax;-in-iren-of-the-penatty-otherwrse-provided
sn-this-subsection;-there-shati-be-added-to-the-amounte
required-to-be-shown-as-tax-sn-the-return-seventy-five-parecent
of-the-amount-of-the-tax-—-Phe-penatty-imposed-under-this
suabsection-zas-not-subject-to-warvers In addition to the tax

or additionrnal tax, the taxpayer shall pay a penalty as

provided - in section 421.27.

Sec. 9. Section 422.58, subsection 1, Code 1989, is
amended to read as follows:

1, zf-a-person-or-permit-hoider-fatis-co-remit-at-tease
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ninety-percent-of-the-tax-due-with-the-£iting-of-the
semimenthiy-or-monthty-tax-deposis-form-or-return-on-or-before
the-duna-dace;-or-pays-tess-chan-ninety-perecenc-of-any-tax
sequired-to-be-shown-on-the-retarny-exeepting-che-perrod
between-the-compierion-af-an-examinatiton-of-cthe-books-and
records-of-a-taxpayer-and-the-giving-of-notzce-to-tne-taxpayer
that-a-tax-or-addieionat-ctax-is-dues-chere-shatr-be-added-to
the-tax-a-penatty-af-fifreen-percent-of-che-amount-of-the-tax
due;-except-as-provided-in-section-42:i:27:--In-case-of-wirién:
faiiuse-to-fite-a-semimonthiy-or-monthiy-tax-deposit-form-or
return;-witifui-Eiling-of-a-faise-semimonthity-or-monthiy-tax
deposti-form-or-return-or-witifui-Sfiting-of-a-faise-or
fravduient-semimonthiy-or-montnlty-tax-deposit-form-or-return
with-intent-to-evade-caxs-rn-tren-af-tha-penatby-otimervise
provided-ta-this-subsection;-there-shati-pe-added-zo-the
amount-regquired-to-be-spown-as-tax-on-the-semimontnty-or
menthiy-tax-deposie-form-or-return-seventy-frve-percent-of-the

amount-of-ehe-=axs In addition to the tax or additional tax,

the taxpayer shall pay a penalty as provided in section
421.27. The taxpayer shall also pay interest on the tax or

additional tax at the rate in effect under section 421.7 for
each month counting each fraction of a month as an entire
month, computed from the date the semimonthly or monthly tax
deposit form or return was required to be filed. The penalty
and incterest shall be paid to the department and disposed of
in the same manner as other receipts under this division.
Unpaid penalties and interest may be enforced in the same
manner as the tax imposed by this division. Fhe-penazée
tmposed-under-this-subsectton-+a-not-subsece-co-watvers

Sec. 10. Section 423.18, subsection 1, Code 1989, is
amended to read as follows:

l. it-a-persen-sr-permit-hoider-fatis-to-remit-at-east
ninety-peccent-of-the-sax-dee-with-the-£itrng-of-the-monthty
deposre-form-or-return-on-or-before-the-due-date;-or-pays-iesas

than-nrnety-percent-of-any-tax-requrred-to-be-shown-on-the

-9=-




monehiv-depostt-form-or-recurny-excepting-the-perrod-between
the-compietion-of-an-examination-of-the-bpoorns-and-records-of-a
taxpayer-and-the-grving-of-notree-to-the-taxpayer-that-a-tax
or-addirionat-cax-is-dues;-there-shati-be-added-to~the-tax-a
penalty-cf-seven-and-one-haif-percent-of-the-tax-duey-excepe
as-provided-in-sectian-421:-23-~-For~tax-due-under-section
423:97-che-peratty-shati-be-fifteen-percents--in-case-of
witifui-fatture~bo-£rie-a-monthiy-depoasrc-form-or-ratunrns;
wittfutiy-fritng-a-fairse-monthiy-deposit-form-or-return;-or
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wittfuity-£+itng-a-£fatse-or-Eravdulent-monthiy-deposit-form-or

(-]

return-with-intent-to-evade-tax;-rn-tteu-of-the-penatey

1

1
12
13
14
15
16
17
18
19
20

otherwise-provided-in-this-subsection;-there-shati-be-added-to
the-amount-required-to-be-shown-as-tax-on-the-montnly-deposie
form-or-return-seventy-five-percent-of-the-amount-of-the-taxs

In addition to the tax or additiconal tax, the taxpayer shall

pay a penalty as provided in section 421,27. The taxpayer
shall also pay interest on the tax or additional tax at the

rate in effect under section 421.7, for each month counting
each fraction of a mcnth as an entire month, computed from the
date the monthly deposit form or return was required to be

b
=

filed. The penalty and interest shall be paid to the
department and disposed of in the same manner as other
receipts under this chapter. Unpaid penalties and interest
may be coilected in the same manner as the tax imposed by this
chapter. PThe-penaitty-impesed-under-this-subsection-ts-not
subsect-to-waivers

Sec. 1.. Section 424.17, subsection 1, Code Supplement
1989, is amended to read as follows:

1. zf-a-depos:itor-fazis-to-remit-at-ieast-ninety-percent

W ot N R RN R
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of-the-charge-due-with-the-£iling-of-the-return-on-or-before

L2
[

the-due-dase;-or-pays-ess-than-ninety-percent-of-any-charcge

(V)
(%)

requiredreo-ba-shown-on~-the-returny-excepting-the-pariod

L)
[N

between-the-compretion-of-an-examination-of-the-nooks-and

[ %)
=%

recorda-of-a-charge-payer-and-the-giving-of-notice-co-the

(VS
un

charge-payer-thak-a-charge-or-addieionat-charge-is-dues-thare
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shati-be-added-to-the-charge-a-penaity-of-£ifpsen-percent-of
she-amount-of-the-charge-dre;-except-as-provided-in-section
423237 --In-case-of-witifui-fasinre-to-fite-a-return-or
wttrbni-E¢iing-of-a-faise-retnrn-with-tntens-to-evade-charges;
tn-tren-of-the-penarty-otherwise~-provided-in-thra-subsectrons
there-shati-pe-added-to-the-amount-requrred-to-be-shown-as-a
eharge-on-the-return-seventy-£five-percent-of-the-amount-of-ene
charges In addition to the charge or additional charge, the

charge payer shall pay & penalty as provided in section
421.27. The charge payer shall also pay interest on the
charge or additiconal charge at the rate in effect under
section 421.7 for each month counting each fraction of a month
as an entire month, computed from the date the return was

required to be filed. The penalty and interest shall be paid
to the deparwment and disposed of in the same manner as the
charge imposed under this chapter. Unpaid penalties and
interest may be enforced in the same manner as the charge
imposed by this chapter.

Sec. 12. Section 450.63, Code 1989, 1s amended to read as
follows:

450.63 MATURITY OF TAX -- INTEREST -- PENALTY.

¥+ All taxes not paid_within the time prescribed in this
chapter are subject to a penalty as provided in subsectzon-2
section 421.27 and shall draw interest at the rate in effect

under section 421.7 until paid.

2r--if-a-person-itrablie-for-the-payment-cf-tax-as-stated-in
sectisn-458-5-fasis-to-remit-at-itamat-ninety-percent-sf-rne
cax-due-with-the-£frirng-of-the-recurn-on-or-before-che-dae
date-ar-paya-iesa-than-ninety-pecrcent-of-any-tax-reguired-to
ne-shown-on-the-sasupns;-there-shaii-be-added-to-the-tax—-na
penarty-of-seven-and-one-hatrf-percent-of-the-amount-of-the-tax
dues;-except-as-provided-in-seetion-42t-27:---Fhe-penatey
imposed-under-this-supsection-+s-not-subject-to-waivers

Sec. 13,

This Act takes effect January 1, 1981.
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Sec. 14.

Sections 1 through 4 and 6 through 11 of this Act are
applicable to tax years beginning on or after January 1, 199.1.

Sec. 15.

Section 12 of this Act is applicable to deaths occurriag on
or after January 1, 1991.

EXPLANATION

The bill increases the interest rate on delinquent taxes to
2 percentage points greater than the average prime rate for
the 12-month period which ends September 30 for the previous
calendar year. The same rate of interest will be paid on
overpayments of tax.

The bill also establishes a section in chapter 421 which
sets forth the penalties for all taxes.

The penalties created by the bill are as follows:

(1) A 10 percent penalty for fallure to timely file a
return or deposit form;

{2) A 5 percent penalty for failure to timely pay the tax
due with a return or deposit form;

(3) A S percent penalty for a deficiency found on audicz;

and

(4) A 75 percent penalty for willful failure to file a
return or deposit form or for willfully filing a false return
or deposit form with the intent to evade the tax.

There are circumstances set forth under which the penalty
will not be assessed.

The bill takes effect January 1, 1991. Sections 1 through
4 and 6 through 11 are applicable to tax years beginning on or
after January 1, 1991. Section 12 of this bill is applicable
to deaths occurring on or after January 1, 1991.
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SENATE FILE 2304
: AN ACT
RELATING TO PENALTY AND INTEREST ON CIGARETTE, TOBACCO, MOTOR
FUEL, LNOIVIDUAL INCOME, WITHHOLDING, CORPORATION INCOME,

FRANCHISE, SALES, USE, RETAILER'S USE, ENVIRONMEHTAL PROTECT-

10N CHARGE, INHERITANCE, GENERATION SKIPPING TRANSFER, AND
ESTATE TAXES, AND PROVIDING EFFECTIVE AND APPLICABILITY
DATES.

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

Section 1, Section 98.38, Code 1989, 13 amended to read as
tollowas

98.28 ASSESEMENT OF TAX BY DEPARTMENT ~- INTEREST --
PENALTY.

It after any audit, examlnatlon of records, or othar
investigation the departoent £inda that any person has sold
clgarettes without stampes alfixed thereto as rnquired by this
division er-thnt—an,~pos.on-hnu-éniled-to-puy-ot-lcastlnfncty
percent-of-any-tan-itmpossd-upon-the-person, the department
shall fix and derermineg the amount of tax due, and shall
asaess the tax against the person, together with a penalty eof

sevan-and-one-hoif-percent-of-the-amount-sE-the-tanyr-except as

provided In sectlon 421.27. The taxpayer shall pay interest
on the tax or additional tax at the rate determined under
section 421.7 counting sach fraction of a month as an entlre
month, computed from the date the tax vas due. If any perason
tails to furniah evidence satisfactory to the director showing
purchases of sufficient stamps to stamp unetamped clgarettes
putchased by the parson, the presusptlion ahall be that the
cigarettes were 30ld without the proper stamps afflxed
" thereto. Within two yeara after the return iz filad or within

Senate File 2304, p. 2

two years after the return became due, whichever ls later, the
department shall examine ke the ceturn and determine the
corcect amount oOf tax.

Sec. 2. Sectlon 98,46, subsection 3, Code 19689, is amended
by striking the subsection and Ingerting in lleu therecf the
followliong

3, In addition to the tax or additional tax, the taxpayer
shall pay a penalty as provided in gection 421.27.

Sec., 3. Section 324.65, unnunbered paragraph i, Code
Supplement 1989, is amended to read as follows:

$f-a-iicennee-or-other-pevson-fakis-to-renit-at-tease
Atnety-percent-of-che-tax-dug-with-the-ftitng-of-the-ceturn-on
or-before-tho-due-data-or-pays-tess-than-ntnety-parcent-of-any
tan-required-to-be-shown-on-the-raturar-there-shati-be-added
to-tha-ten-a-pensicy-of-seven-and-one-haif-percent-of-the
emount-of-the-tan-dusy-except-as-provided-in-section-d422:279y
Fhe-penaity-impased-onder-this-seation-tn-not-subject-to
watverr In addition to the tax or additlonal tax, the
taxpayer shall pay a penalty as provided In section 421.27,
The taxpayer ehall alsoc pay Interest on the tax or additional
tax at the rate in effect under section 421.7 countling each
tractlon of a month as an entire month, computed from the date
the return was requlred to be filed. If the anmocunt of the tax
as determined by the appropriate state agency is less than the
amount paid, the excess shall be refunded with Intecrest, the
interest toc begln to accrue on the firet day of the third
calendar month following the date of payment or the date the
return wags due to be flled or was filed, whichever is the
latent, at the rate In eflect under section 421.7 counting
each fraction of a month as an entlre month under the tules
prescrlibed by the appropriate atate agency. In lieu of a
refund allowed under this section, the licensee may request
that the departnent allow the refund to be held as a credit
tor the licensee,

v0£C 4S
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Sec. 4. Sectlon 324.65, unnumbered paragraph 2, Code
Supplement 1989, is amended to read as follows:

The appropriate state agency shall not remit any part of a
penalty for delinquent payment if the delinquency results from
the fact that a check given in payment is not honored becauae
of insufficient Eunds In the account upon which the check was
drawn, Howeverr-if-it-appears-as-a-resasit-of-an-tnvestigation
that-there-has-been-a-dettberate-attempe-an-the-pact-oé-a
ticensee-or-other-perscn-to-evade-payment-of-fuei-taxéa-there
shati-be-added-to-the-assessment-agatnat-tho-ofkending-peraon
and-coiiected-a-penaity-of-seventy-ftve-percent-of-the-tan
due: A report required of licensees or persons operating
under dlvision 151, vpon which no tax is due, 18 subject to &
penalty of ten dollars 1f the report {s not timely filed with
the state department of transportation,

Sec. 5. Section 421.7, subsection 2, Code 1569, is amended
to read as follows:

2. The rate of Interest that ehall be In effect during a
calendar year shall be the rate which ls two percentage points

percent, ot the respective prime rates for esach of the months
in the twelve-month period that enda September 30 of the
previous calendar year. The rate of interest establlished by
this subeectlion takes sffect Januvary 1, and applies to any
amount which is due or becomes payable on or after that date.

Bec. &. Sectlon 421.17, Code Supplemant 1989, is amended
by adding the followlng new subsection:

HEW SUBQECTION. 6. The taxpayer was subject to the
penalty provislon of aection 422,25, subsectlon 2, and was
eligible to compute taxable income under the cash receipts and
disbursements method of accountling under section 448({b)13) of
the internal Revenue Code, The walver provision in thie
paragraph applies only for tax years beginning in the 1985 and
1986 calendar years and only to the extent that the taxpayer
tailed to include in its net income for state tax purposes

Senate Pile 2304, p. ¢

interest payable on short-term obligations as It accrued
during those tax years as provided in section 1281 ot the
Internal Revenue Code and provided that an amended ceturn la
filed by July 1. 1990.

Sec. 7. Section 42).27, Code Supplemant 1989, i3 amended
by striking the section and insecting in lieu thereof the
following:

421,37 PENALTIES.

1. FAILURE TO TIMELY FILE A RETUAN OR DEPOSIT FORM. Il a
peraon talls to tlle with the department on or before the due
date a raturn or deposlt form theve shall be added to the tax
shown due or reqguired to be shown dus & penalty of ten percent
of the tax shown dus or tequired tc be shown dus. The
penalty, if assessed, shall be waived by the depactment upon a
showlng of any of the followlng condliticone:

a. At least ninety percent of the tax raqulred te be shown
dua has been pald by the due date of the tax.

b. Those taxpayers who arg requlred to flle guartecly
returns, or monthly or semimonthly deposit fcrms may have one
late return or deposit form within & three-year period. The
use of any other penalty exception will not count as a late
raturn or deposit form for purposes of this exception.

¢, The death of a taxpayer, doath of a member of the
impediate family of the taxpayer, or death of the person
divectly responsible Cor £lling the return and paying the tax,
when the death lnterferes with timely filing,

d. The onset of serlous, long-term illneas or
hospitalization of the taxpaysr, ot a member of the immediate
family of the taxpayer, or of the pereon dlrectly responaible
for filing the return and payling the tax.

e. Destructlon of records by fire, €lood, or other act of
God.

f. The taxpayer presents proof that the taxpayer relled
upon applicable, documented, written advice speclfically made
to the taxpayer, ko the taxpayer's preparec, of to an




ey
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aassociation representative of the taxpayer from the
department, state department of transportatlon, county
treasuger, or federal internal revenue aervice, whichever s
appropriace, that has not been superseded by a court decision,
tuling by a quasi-judicilal body, or the adoptlon, amendment,
or repeal of a4 rule or law.

g. Reliance vpon results in & previcus audit was a direct
cause for the failure to flle where the previous audit |
expressly and clearly addressed the lssue and the previocus
audit results have not been superaseded by a court decision, or
the adoption, amendment, or repeal of a rule or law.

h. Undec rules prescribed by the director, the taxpayer
presents documented proof of substantial authority to rely
upon a particular position or upon proof that all Cfacts and
ciercumsatances are disclosed on a ceturn or deposit form.

i. The return, deposit form, ocr payment ls timely, but
errcnecusly, mailed with adequate postage to the Internal
tevenue secvice, another state agency, or a local government
agency and the taxpayec provides proof of €imely malllng with
adequate postage.

j. The tax has been paid by the wrong licensee and the
payments ware timely remitted to the department for one or
more tax periods prior to notification by the departwent.

k. The fallure to file was dlscovered through a asanctioned
self-audit program conducted by the department,

4. PAILURE TO TIMELY PAY THE TAX SHOWH DUE, OR THE TAX
REQUIRED TO BE SHOWN DUE WITH THE FILING OF A RETURN OR
DEPCSIT FORM, € a person falls to pay the tax shown due or
required to be shown due on & return of deposit form on or
vefore the due date there shall be added to the tax shown due
or required to be shown due a penalty of Eive percent of the
tax due. The penalty, If ageessed, shall be waived by the
department upon a showing of any of the followlng condlticns:

4. At least ninety percent of the tax required to be shown
due has been pald by the duo date of the tax.

Senate Plle 2304, p. &

b. The taxpayer voluntacrily flles an anended return and
pays all tax shown to be due on the return prlor to any
contact by the department, except under a sanctioned sell-
audit program conducted by the department.

c. The taxpayer provides written notification to the
department of a federal audit while 1t is in progresa and
voluntarily files an amended retucn which includes a copy of
the federal dpcument showing the €inal dlspealtion or €inal
federal adjustmente within sixty days of the final disposition
of the fedoral government's audit,

d. The taxpayer presents proof that the taxpayer relied
upcen appllcable, docupented, written advice apacifically made
to the taxpayer, to the taxpayer's pteparer, or to an
asgoclation repressntatlive of the taxpayer from the depart-
ment, state department of transportation, county treasucer, or
tederal intecnal revenue service, whlchaver is appropriate,
that has not been superseded by a court declsion, ruling by a
quasl-judiclal body, or the adoption, amendment, or repeal of
a rule or law,

e. Reliance upon results In a previous audit was a direct
cause for the fallure to pay the tax requlred to be shown due
whare the previous audit expressly and clearly addressed the
issue and the previous audit results have not been superseded
by a court declslon, or the adoptlon, amendment, or repeal of
a rule or law. :

f. Under rules prescribed by the dlrector, the taxpayer
pregenta documented proof of substantial authority to relys
upon & particular position or ypon proof that all facts and
c¢lrcumatances are dieclosed on a ceturn or deposit form,

9. The return, depoalt form, or payment la timely, but
ecronecusly, malled with adequate postage to the internal
revenue gservice, another state agency, o¢f a local government
agency and the taxpayer providee éroof of timely malling with
adequate postage.

POET 48
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h. The tax has been paid by the wtong licensee and the
payments were timely remitted to the departnent for cne or
more tpx perlods prior to notlfication by the department.

3. AUDIT CEFICIENCIES. [f any perscn falls to pay the tax
required to be shown due with the filing of a return or
depogit and the department discovers the underpayment, there
shall be added to the tax required to be shown due & paenalty
of tive percent of the tax required to be shown due. The
penalty, If assessed, shall be waived by the department upon a
showing of any of the following conditions:

a. At least ninery pecrcent of the tax required to be zhown
due has been paid by the due date,

b. The taxpayer presents proof that the taxpayer relied
upon applicable, documented, written advice spaclflcally made
to the taxpayer, to the taxpayer's preparer, or to an
assoclation representative of the taxpayer from the
department, state depattment of tranaportatlon, county
treasurer, or federal internal revenue aervice, whichever is

appropriate, that has not been superseded by a court decislon,
tuling by @ quasi-judiclal body, or the adoption, amendment,
or repeal of a crule or law.

c. Reliance upon results in a previous audit was a dicect
cause for the failure to pay the tax shown due or required to
be shown due where the previcus audit expressly and clearly
addressed the issue and the previcus audit results have not
been superseded by a court decision, or the adoption,
anendment, or repeal of a rule or law.

d. Under rules proscribed by the director, the taxpayer
presents documented proof of subatantial authotity to rely
upon a particylar posltion or upon proof that all facts and
circumstances are diaclosed on a return or depoait form.

4. In case of willful failure to file a return or deposit
torm with the intent to evade tax, or in case of willfully
filing a false return or deposit form with the lntent to evade
tax, in lley of the penslties otherwise piovided in this
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section, & penalty of seventy-five percent shall be added to
the amount shown due or reqguired to be shown as tax on the
return or deposit form. If penalties are applicable for
failure to Pile a teturn of deposit form and fallure to pay
the tax ghown due or required to be ahown due on the return or
deposit €orm, the penalty provision Eor failure to file shall
be in lieu of the penalty provislons for failure to pay the
tax shown due or requlired to be shown due on the ceturn or
deposit form, except In the case of willful tailure to flle a
return or deposit form or willfully €iling a falese ceturn or
deposit forn with lntent to evade tax.

The penalties imposed under this sectlon are not subject to
walver. '

Sec. B, Saction 422.1&, subaection 10, paragraph b, Code
Supplement 1989, i3 aménded to read as follows:

b. #f-any-parson-or-withhokding-agent-€atio-to-renie-ap
tesst-ninoty-percent-of-the-tan-due-with-the-Ffitiing-of-the
semimonthiyy-monthiyr-oc-quarteriy-deposit-form-on-or-before
the-due-datey-or-pays-tesa-than-ninety-percent-of-any-tax
reguiced-te-ba-shown-on-the-senimonthiyy-monthiyr-or-quarterty
deposit-formy-thera-shaii-be-added-to-the-tax-a-pensity-of
fifteen-percont-of-the-amount-of-tha-tan-duey-encept-as
provided-in-section-42iv297

in-the-cone-of-witifui-fatitore-to-fite-a-osemimonthiyy
lonth!yv—et-éu-rearly-ﬂapoaie-!arn-uith-intont-tc-evado—tak-or
wiidfud-€iting-of-a-foise-seaimanthiyr-monthiys-or-quacteriy
depostt-form-with-intent-to-evade-tany-in-tiou-oé-the-ponaiey
otherwise-provided-in-this-paragraphy-thero-te-added-to-the
amonnt-regquired-to-be-shewn-as-tax-an-tha-sesimonthiyy
manthiy;-or-quacteriy-deponit-formy-seventy-five-parcent-of
the-arount-of-~the-taxs In addition toc the tax or additiopnal
tax, any person or withholding agent shall pay a penalty as
provided in _section 421.27. The taxpayer shall also pay
interest on the tax or additional tax at the rate in effect

under section 421.7, for each month counting each Eractlon of
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& month as an entlre month, computed Ercm Che date the
semimonthly, monthly, or quartecrly deposit form was required
tc be {iled. The penalty and interest become a part of the
tax due from the withnolding agent. Fhe-penaity-imposed-under
this-subsection-is-not-subdect-to-watvers

Sec. 9. Section 422.2%, subsection 2, Code Supplement
1989, is amended tc read as follows:

2. In addition to the tax or additional tax determined by
the department undet asubaection l, the taxpayer shall pay
interest on the tax or additional tax at the rate in effect
undet section 421.7 for each month counting each €raction of a
month 43 an entire month, computed Erom the date the return
was required to be filed, Ef-any-person-faiias-to-remie-at
teant-ninety-percent-of-the-tax-doe-with-the-Etiing-oé-the
retorn-on-or-before-the-due-datey-or-pays-tees-than-ninety
percent-of-any-tax-required-to-be-shown-on-the-retarny-there
ahati-be-added-to-the-tan-a-penaity-of-seven-and-one-hait
percent-ob-the-tax-doey-except-as-provided-tn-secrion-ditridr
in-coase-sf-wilifui-faitare-to-fite-a-return~with~intent-veo
ovade-toxy-or-in-case-of-wiiifuity-fiiing-a-Ffeatso-return-with
tntent-to-evade-tany-tn-tien-of-tha-penaity-otherwiae-providad
tn-this-subaectiony-there-shaii-be-added-to-the-asount
rqquircd-to-bc-ihonn-.n-e.--on-the~r¢enrn-oevcnty-§ive-pcretnt
oq-thc-nnoune-of-the-tanr—~tho-penaity-iaposod-undcr-thi-
subsection-ts-not-subject-to-watvers In addltlon to the tax
or additlonal tax, the taxpayer shall pay a penalty as
provided in sectlon 421.27.

Sec. 10, Section 422.58, subsection 1, Code 1989, is
amended to read as follows:

1. tf-a-person-or-peratt-hoider-fails-vo-remit-at-teasnt
ngnety-percent-of-the-tox-due-with-che-€ittng-of-the
seminonthiy-or-monthiy-tan-doposit-focm-or-return-on-ov-betore
the-due-dater-or-pays-tess-than-ninety-percent-ef-any-tax
required-to-be-shown-an-the-return; ~excepting-tha-period
between-the-compietion-oé-an-exantnotion-ok-the-books-and
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records-of-e-taxpayer-and-tha-giving-of-notice-to-the-taxpayer
that-a-tax-or-addicionsi-tax-is-duey-there-shaii-be-added-to
the~:aa—o-ponnity—ot-!§fte;n—porecne-of—thc—n-aunt-af—the-eou
doer-except-as-provided-in-section-d2iv¥r--in-coase-of-witiful
failore-to-file-a-semiacnthiy-or-monthiy-cax-deposte-Sorm-3r
reeurnv-uili!ui-éii*ﬁq-o!-a-Eniae-stntsoaehlr-er-nontnly—tnu
depostt-form-or-return-or-wililui-filing-of-n-falase-or
érandalent-senimonthiy-or-monthiy-tax-deposit-form-sr-return
with-tntene-toa-evade-taxy-tn-iten-of-the-pennity-otherwise
provided-in-this-subsectiony-there-shail-be-added-to-the
amcunt-required-to-be-shown-as-tax-on-the-semtaonthiy-or
aehehiy-tcs-dcpesit-!ors-or-rttarn~sevcaey-!tva-pnrccnt-o§~the
amsunt-of-the-taxsy In addition to the tax or additlonal tax,
the taxpayer shall pay a penalty as provided 1n section
421.27, The taxpayar shall also pay interest on the tax or
additional tax at the rate in effect under sactlon 421.7 for
aach month counting each fraction of a month as an entire
month, computed from the date the semimonthly or monthly tax
deposlt form or return was requlred to be €iled. The penalty
and interest shall be paid to the department and disposed of
In the same manner as other receipts under this division.
Unpald penaitles and lnterest may be enforced in the same
wanner as the tax lmposed by thie diviaion. The-penaity
imposed-under-this-subsection-ta-nov-subdece-to-watvers

Sgc. 11. Jection 423,18, subseckion 1, Code 1989, la
amended to read as follows:

1. idf-s-paraon-or-permit-holder-Eatis-to-romit-at-isast
ntaety-percant-of-the-tax-doe-with-the~fiiing-ot-the-manthiy
deposit-torm-or-return-on-or-before-the-due-datey-or-pays-iess
than-ninety-percent-of-any~-tax-required-to-be-shown-on-the
monchiy-depsott-form-or-vreturny-excepting-the-pariod-betwaen

the-compietion-ob-an-enanination-of-the-booka-and-records-of-u 2%

taxpayer-and-the-géving-of-notice-to-the-tanpayer-that-a-tax
or-addttionat-tax-¢s-doey-there-shati-be-added-to-the-vax-a
penatty-of-seven-and-one-halé-percent-of-the-tan-duey-encept

X
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as-provided-tn-seetion-d2tz23:--Por-tax-due-under-section
423:97-the-penalty-shati-be-fifeeen-peccants-—in-case-of
wiitfoi-farture-to-Eite-n-monthiy-deposit-form-or-returny
witkfuily-érding-a-éalse-monthiy-depoatt-form-or-returny-or
wiitfoutdy-fiting-a-€false-or-franduient-monthiy-deposit-fara-or
tetora-wtth-intent-to-evade-tax;-tn-irea-oé-the-penaity
otherwerse-provided-in-this-scbasectiony-there-shati-be-added-to
the-amount-required-to-be-shown-as-tax-on-the-monthiy-deposre
form-sr-teturn-seventy-five-percent-sf-the-omount-of-the-taxs
In addition to the tax or additional tax, the taxpayer shall
pay a penalty as provided in section 421.27. The taxpayer
shall also pay lInterest on the tax or additional tax at the
rate in etfect under sectlon 421.7, for each month counting
sach fcaction of a month A% an éntlre month, computed from the
date tha monthly deposit form or return was reqguired to be
tiled. The penalty and interest ahall be paid to the
depactment and disposed of In the same manner as other
r -elpts under this chapter. Unpald penaltles and Interest
n3; be collected in the same manner as the tax imposed by this
chapter. ®he-penalty-imposed-under-this-subasection-ta-not
sudject-to-watvers

Sec. 12. Section 424.17, subsection 1, Code Supplement
1989, ls amended to read as follows:

1. #é-a-deposttor-fatin-to-remit-at-ieast-nitnety-percent
o!-tho-ch.tgc-duo-usth-tho-!iiing-o!-tho-return-on-or-hc!eeo
thc-duc-dnter-ae-pnyo-itso-khan-niacty-pcreont-o!*iny-ehargo
cequired-to-be-shown-sn-the-véturny-except ing-the-partod
between-the-comptotion-of-an-examinatiton-of-the-books-and
vecords-of-a-charge-payer-and-the-qiving-of-notica-to-the
charge-payar-that-a-charge-or-addivionat-charge-ta-duey-there
shail-be-added-to-the-charge-a-penatty-of-£fifteen-percent-of
the-amount-of-the-charge-dusy-except-as-provided-in-section
422:29:--In-case-ob-wiktlful-faiiure-to-fiie-a-retucn-or

witifui-feiing-of-a-Eatse-return-with-intent-to-evade-chargessy

in-Lieu-of-the-pansity-otherwise-provided-in-cthis-subsectiony
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there-shati-be-added-to-the-amount-rvequired-ro-ba-shown-as-a
charge-on-the-retarn-seventy-Etve-percent-of-the-amount-of-the
charges In additlon to the charge or addiclonal chagge, the
charqe payer shall pay a penalty as provided in section
421.27. The charge payer shall also pay interest on the

charge or additional chacge at the cate In effect under
section 421.7 for each month counting each Eraction of & month
ag an enkire wonth, computed from the date the creturn vasg
trequired to be filed. The penalty and interest shall be pald
to the department and disposed of in the same manner as the
charge !mposed undat thls chapter. Unpaid penaltlies and
interest may be enforced 1n the same manner as the charge
imposed by thls chapter.

Sec. 13. Section 4%50.63, Code 19689, is amended to read as
tollowst

450.63 MATURITY OF TAX -- INTEREST -- PENALTY.

iv All taxes not paid within the time prescribed in this
chapter are subject to a penalty as provided in subsection-2
sectlon 421.27 and shall draw interest at the rate in effect
under section 421.7 until paid. i

Rr--tf-a-person-tiable-for-the-payment-of-tax-aa-stated-in
sockion-45075-fatin-to-remit-at-teast-ninebty-percent-cf-the
can-due-with-the-Eiiing-of-the-retuen-on-or-before-the-dae
dats-or-pays-iesa-than-ninety-percent-of-any-tox-cequired-to
Be-shawn-on-the-roturny-there-ashati-be-added-to-the-tax-a
penaity-cl-aeven-and-one-halt-percent-vé-the-asount-of-tha-tan
daey-except-es-provided-in-section-dRtv2?v--Phe-penaity
taposed-undar-this-subsection-is-~not-subject-to-vaivers

Sec. 14,

Thie Act takes effect January 1, 1991,

Sec. 15,

Section 6 of thls Act applies retroactively to ta:'yeara
beginning in the 1985 and 1986 calendar years.

Sec. 16.
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Sections 1 through 4 and 7 through 12 of this Act are A ‘
applicable to tax years beginning on or after January 1, 1991.

sec. 17.

Section 13 of this Act is applicable to deaths occurring on
or after January 1, 1991.
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