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BY COM~!TTi~ 0~ WAYS AND M'ANS 

(SUCCESSOR TO SSB 2223) 
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A BILL FOR 

Act relating to penalty and interest on cigarette, tobacco, 

motor fuel, individual income, withho!di~g, corporation 

income, franchise, sales, use, retailer 1 s use, e:1vironmen~al 
protection charge, inheri~ance, ge~era~ion skipping traGsfer, 

and estate taxes, and providing ef~ective dnrl app~~cability 
dates. 
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S . F. ~..3..D1 F!. F. 

1 Section 1. Section 98.28, Code 1989, is amer.ded to read as 

2 follows: 

3 98.28 ASSESSMENT OF TAX BY DEPARTMENT -- INTEREST --

4 PENALTY. 

5 If after any audi~, examination of records, or other 

6 investiga~ion the department finds that any person has sold 

7 cigarettes without sta~ps affixed thereto as required by this 

8 division ~~-tn~t-any-pe~s~n-has-tai~ed-t~-pay-at-:east-ninety 

9 pe~eent-of-any-ta~-±mposed-opon-the-pe~son, the departmen~ 

10 shall fix and determine the amount of tax due, and sha~l 

ll assess the tax against the person, together with a penalty of 

12 ~even-and-one-half-pe~eent-of-the-amoont-of-tne-ta~,-e~eept as 

13 provided in section 421.27. The taxpayer shall pay interest 

14 on the tax or additional tax at the rate determined under 

15 section 421.7 counting each fraction of a month as an entire 

16 month, computed from the date the tax was due. If any person 

17 fails to furnish evidence satisfactory to the director showing 

18 purchases of sufficient stamps to stamp unstamped cigare~tes 

19 purchased by the person, the presumptior1 shall be that the 

20 cigarettes were sold without the proper stamps affixed 

21 thereto. Within two years after the return is filed or within 

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

23 department shall examine it the return and determine the 

24 correct amount of tax. 

25 Sec. 2. Section 98.46, subsection 3, Code 1989, ts amended 

26 by striking the subsection and inserting in lieu thereof the 

27 following: 

28 3. In addition to the tax or additional tax, the taxpayer 

29 shall pay a penalty as provided in section 421.27. 

30 Sec. 3. Section 324.65, unnumbered paragraph ., Code 

31 Supplement 1989, is amended to read as follows: 

32 !f-a-~ieen~ee-o~-othe~-pe~son-Eail~-to-~emit-at-least 

33 ninety-pe~eent-of-the-tax-doe-Mith-the-f±ti~g-of-the-rettlrn-on 

34 o~-before-the-dtle-deee-or-peys-±ess-t~en-n±nety-pe~eent-of-eny 

35 ta~-~eqtlired-to-be-shown-on-the-reto~n,-t~e~e-shali-be-added 
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to-~he-te~-a-pe~ei~y-o~·~eve~-and-o~e-~tl;f-?eree~t of-the 

e~e~~~-o~-the-tax-d~e~-~xee~~-e~-~r~~ided-i~-seeti~n-4ii7~1T 

~~e-pe~atty-impesed-tl~de~-~~~s-~eeti~~-is-Mee-s~bieee-te 

t-~lli,er.- In addition to the tax or addi.~ior.ai tax, the 

5 taxoayer shall pay a penalty as provided i~ section 421.~7~ 

6 The taxpayer shall also pay interest on the tax or additional 

7 tax at the rate in effect unc.~: section 421.7 counting each 

8 fraction of a month as an entire month, computed from the date 

9 the return was required to be filed. If the amount of the tax 

lO as determined by the appropriate state agency is less than the 

ll amount paid, the excess shall be refunded with interes~, the 

12 interest to begin to accrue on the first day of the third 

13 calendar month following the date of payment or the date t~e 

14 teturn was due to be : i.led or was filed, \·lhichever lS the 

15 latest, at the rate in e~fect under section 421.7 co<.:ntLng 

16 each fraction of a month as an entire month u~der the ~ules 

17 prescribed by the appropriate state agency. In liei..: of a 

18 re:11nd allowed under this section, the licensee nay reques: 

19 that the department allow the refund to be held as a credit 

20 for the licensee. 

21 Sec. 4. Section 324.65, unnumbered parag~aph 2, Code 

22 Supplement 1989, is amended to read as follows: 

23 The appropriate state agency shall not remit any part of a 

24 penalty for delinquent payment if the delinqt•ency results front 

25 the fact that a check given in payment 1s not honored beca~se 

26 of insufficient funds in the account upon which the check was 

27 drawn. Howeve~;-±f-it-appee~5-as-a-res~lt-of-an-invest±~at±on 

28 that-the~e-has-been-a-de!~berate-attempt-en-the-pa~t-of-a 

29 fieensee-o~-othe~-pe~son-te-e,acie-paymene-ef-ftle~-ea~es-t~e~e 

30 shal±-be-added-te-the-a55essment-a~a±nst-the-effendin9-person 

31 and-eoffeeteci-a-penaity-of-seventy-f±ve-pereent-oe-the-tax 

32 d~e.- A report required of licensees or persons operating 

33 under division 

34 penalty of ten 

III, upon which no tax is due, is subject to a 

dollars if the report is not timely filed with 

35 the state department of transportation. 
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1 Sec. 5. Section 421.7, subsection 2, Code 1989, 1s amended 

2 to read as follows: 

3 

4 

5 

6 

7 

8 

9 

- 10 
; 't) I/ 

ll 

12 

13 

14 

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

calendar year shall be the rate which is two percentage points 

~eatec 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 stri~ing the section and inserting in lieu thereof the 

follow1ng: 

421.27 PENALTIES. 

l. FAILCRE TO TIMELY FILE A RETURN OR DEPOSIT FORM. If a 

person fails to file w~th the department on or before the due 

date a return or deposit Eorm there shall be added to the tax 

18 shown due or req~ired to be shown d~e a penalty of ten percent 

15 

16 

17 

19 of the tax shown due or required to be shown due. The 

20 penalty, if assessed, shall be waived by the department upon a 

2l showing of any of the following conditions: 

22 a. At least ninety percent of the tax required to be shown 

23 due has been paid by the due date of the tax. 

24 b. Those 

25 returns, or 

taxpayers 

monthly or 

who are required to 

semimonthly deposit 

file quarterly 

forms may have one 

26 late return or deposit form within a three-year period. The 

27 use of any other penalty exception will not count as a late 

28 return or deposit form for purposes of this exception. 

29 c. The death of a taxpayer, death oE a member of the 

30 immediate family of the taxpayer, or death of the person 

31 directly 

32 when the 

33 

responsible for filing the return and paying the 

death interferes with timely filing. 

tax, 

d. The onset of serious, long-term illness or 

34 hospitalization of :he taxpayer, of a member of the immediate 

35 fam1ly o~ the taxpayer, or of the perso~ directly responsible 
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~he ~axpayer prese~ts proof that the ~axpayer relied 

5 upon applicable, doC11mented, written adv~c2 sDecific2lly ma<ic 

6 to the taxpayer, to the taxpaye~ 1 S pr~pare~, or to an 

7 association represe~tative c'· !~he taxpayer froni the 

8 department, state depar~ment of transportation, county 

9 treasurer, or federal internal revenue serv1ce, whichever is 

10 appropriate, tha: has not been superseded by a court decision, 

ll ruling by a quasi-judicial body, or the adoption, amendment, 

12 or repeal of a rule or law. 

13 g. Reliance upon results in a previous a~di: was a ditec~ 

14 cause for the failure to file v;here the preVlOUS audi:: 
15 expressly and clear:.y addressed t!:e issue and :he p!:"evious 

16 a:.:di: results have no: been superseded by a court decision, 
17 the adoption, ame~dmerlt, or repeal of a rule or law. 

18 h. Unde~ rules prescribed by the director; the taxpayer 

19 prese~ts documented proof of s~bstan~ial au~~or!:y to rely 

20 upon a particulac position or upon proof t~al all facts and 

21 c~_rcumstances are disclosed on a retur~ or dcpos~t form. 

22 1. The return, deposit form, or paynent is ti;r:e:y, but 

23 erroneously, mailed with adequate postage to the inte~r:al 

or 

24 revenue service, another state agency, or a local governrnen: 

25 agency and the taxpayer provides proof of timely ma1ling with 

26 adequate postage. 

27 j. The tax has been paid by the wrong licensee and the 

28 payments were timely remitted to the department for or1e or 

29 more tax periods prior to notification by the department. 

30 k. The failuce to file was discovered through a sa~ctioned 

31 self-audit program conducted by the depa:trre~:. 

32 2. FAILURE TO TIMELY PAY T:lE TAX SHOWN DJE, O;< THE '!'AX 

33 ~EQUIRED TO BE SHOWN DUE WITH TH£ FILING OF A RET~RN OR 

34 DEPOSIT FORM. If a person fails to pay the tax shown due or 
35 required to be shown due on a return or deposit form on or 
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1 before the due date there shall be added to :he tax shown d~e 

2 or required to be show11 due a penalty of five percent of ~he 

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

4 department upon a showing of any of the following conditions: 

5 a. At least ninety percent of the tax required to be shown 

6 due has been paid by the due date of the tax. 

7 b. The taxpayer voluntarily files an amended return and 

8 pays all tax shown to be due on the ret~rn prior to any 

9 contact by the department, except under a sanctioned self-

10 audit program conducted by the department. 

11 c. The taxpayer provides written notification to the 

12 department of a federal audit while it is ir. progress and 

13 voluntarily files an amended return which includes a copy of 

14 the federal doc~ment showing the final disposition or final 

15 federal adjustments within sixty days of the final disposition 

16 of the federal government's audit. 

17 d. The taxpayer presents proof that the taxpayer relied 

18 upon applicable, documented, written advice specifically made 

19 to the taxpayer, :o the taxpayer's preparer, or to an 

20 association representative of the taxpayer from the depa~t-

21 ment, state department of transportation, county treasurer, or 

22 federal internal revenue service, whichever is appropriate, 

23 that has not been superseded by a court decision, ruling by a 

24 quasi-judicial body, or the adoption, amendment, or repeal of 

25 a rule or law. 

26 e. Reliance upon results in a previous audit was a direct 

27 cause for the failure to pay the tax required to be shown due 

28 where the previous audit expressly and clearly addressed the 

29 issue and the previous audit res~lts have r.ot been superseded 

30 by a court decision, or the adoption, amendment, or repea: of 

31 a rule or law. 

32 f. under rules prescribed by the director, the taxpayer 

33 presents documented proof of substantial authority to re~y 

34 upon a particular pos1tion or upon proof tha: all facts and 

35 circumsta~ces are disclosed on a return or deposot form. 
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9· The return, d4?pcsi:: form, 0r pc.:~y;:;c::l i:·~ ;~we.iy, b,Jc 

2 erroneously, mailed with adeq~ate post~ge to ~:he i11ternal 

3 reve~ue service, another sca~e ase~cy, or a ~.;Jca: governme~t 

4 agency and the taxpayer provides proof of ~imely ~aili~g witi1 

5 adequate postage. 

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

7 payments were timely remitted to the depart~ent :or one or 

8 more tax periods prior to notif~cation by the department. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

3. AUDIT DEFICIENCIES. IE any person fails ~o pay the tax 

required to be shown due with the f~Ling of a return or 

deposit and the department discovers the ~nderpay~ent, there 

shail be added to the tax required to be shown due a penalty 

of ~ive percent of the tax required to be showr• 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. 

b. The taxpayer presents proof that the taxpayer relied 

upon applicable, doc~mented, written advice specifically made 

to the taxpayer, to the taxpayer's preparer, or to an 

association representative of the taxpayer :rom the 

department, state department of transportation, county 

treasurer, or federal internal revenue service, whichever 1s 

appropriate, that has not been superseded by a court decisio11, 

ruling by a quasi-judicial body, or the adoption, amendment, 

26 or repeal of a rule or law. 

27 c. Reliance upon results in a previous audit was a direct 

28 cause for the failure to pay the tax shown due or required to 

29 be shown due where the previous audit express:y and clearly 

30 addressed the issue and the previous audit results have not 

31 been superseded by a court decision, or the adoption, 

32 amendment, or repeal of a rule or law. 

33 d. Under rules prescribed by the director, the taxpayer 

34 preseP.ts documented proof of substantia~ authority to rely 

35 upon a particular position or upon proof that all facts and 

-6-



S.F. H.F. 

l circumstances are disclosed on a return or deposit form. 

2 4. In case of willful failure to file a return or deposit 

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

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

5 tax, in lieu of the penalties otherwise provided in this 

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

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

8 return or deposit form. If penalties are applicable for 

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

10 the tax shown due or required to be sho<vn due on the return or 

ll deposit form, the penalty provision for failure to file shall 

12 be 1n lieu of the penalty provisions for failure to pay the 

13 tax shown due or required to be shO<vn due on the return or 

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

15 return or deposit form or willfully filing a false return or 

16 deposit form with intent to evade tax. 

17 The penalties imposed under this section are not s~bject to 

18 waiver. 

19 Sec. 7. Section 422.16, subsection 10, paragraph b, Code 

20 supplement 1989, is amended to read as follows: 

2l b. 

22 ~ea~t-~i~ety-pereent-of-t~e-te~-d~e-wit~-t~e-fi~in~-oE-the 

23 ~emimo~thiyy-month!y7 -or-~~arteriy-deposit-form-o~-or-beEore 

24 the-d~e-detey-o~-peys-ie~~-tha~-ninety-pereent-oE-eny-te~ 

25 re~~ired-to-be-shown-o~-the-semimonthiy 7 -month±yy-or-~tlarteriy 

26 deposit-formy-there-sheil-be-edded-te-the-tex-e-peneity-of 

27 fifteen-pereent-of-the-amo~~t-of-the-tex-d~ey-e~eept-es 

28 pro~ided-in-seetion-4r±.r7• 

29 fn-the-eese-of-wiiiftl~-Ea±±tlre-to-fi~e-a-semimonthiy7 

30 month!yy-or-~tlerteriy-depo~it-form-with-intent-to-e~ede-tex-or 

3l wi±lftli-fi~in9-of-e-feise-semimonth±y 7 -monthiy7-or-qtlerteriy 

32 depo~it-ferm-wirh-inte~~-to-e~ede-te~y-±n-iietl-of-t~e-pene~ty 

33 otherwise-prov±ded-in-this-peregrephy-there-ie-edded-to-ehe 

34 Bmon~~-reqtlired-to-be-shew~-as-tex-on-the-sem±moneh±y7 

35 month±yy-or-qtterter±;-depoe±t-torffiy-se~enty-f±~e-?eree~t-of 

-7-
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or additional tax at [he ra:e 1.n effect 

5 under section 421.7, for each month cou~ting each fraction of 

6 a month as an entire month, computed from the da:e ~he 

7 semimonthly, monthly, or qua~terly deposi~ form was required 

8 to be filed. The penalty and interest become a part of the 

9 tax due from the withholding agent. Phe-~en~tty-im~eseci-~Mee~ 

10 this-~~bsee~ien-i~-noe-s~bjeet-to-wa±ver~ 

ll Sec. 8. Section 422.25, subsection 2, Code Supplement 

12 1989, is amended to read as follows: 

13 2. In addition to the tax or additional ~ax determined by 

14 the department under subsection l, the taxpaye: shall pay 

15 interest on the tax or additional tax at the rate in effect 

16 under section 421 .. 7 for each month counting each fraction of a 

17 month as an entire month, comp11ted from the date che return 

18 was ~equiced to be filed. ff-a~y-pe~~eft-~8~~~-eo-reffl±t-et 

19 %east-Minety-~ereent-ef-t~e-tax-d~e-~ith-the-EiitM9-ef-the 

20 ~etarn-e~-e~-befe~e-ehe-dae-date;-o~-~ays-iess-eh~~-n?nety 

21 pereent-eE-any-ta~-~eqaireci-to-be-shewn-en-~he-retarny-there 

22 s~ait-be-aclded-te-the-tax-a-pena~ty-oe-sewen-end-ene-~e}f 

23 pereene-oE-the-tax-cine 7 -exeept-as-previci~d-in-seeeien-~i~~i~~ 

24 fn-~B5e-of-wil±~~l-faiitlre-~o-~±~e-a-r~~ti~n-with-in~e~~-~b 

25 evRde~ea~ 7 -o~-±~-ea5e-ef-witif~~ly-~~~in~-e-~at~e··ret~rn-w~tn 

26 intent-to-e•ede-ta~7 -in-iiea-of-the-peneity-otherwi~e-p~ovided 

27 in-tM±5-stlbsee~to~ 1 -the~e-shei!-be-added-~a-the-emotln~ 

28 reqai~ed-to-be-shewn-as-tax-en-the-retarn-seven~y-f±we-pe~eent 

29 of-the-6ffieane-of-the-tax~--~he-~ena~ty-impos~e-ancier-th±s 

30 ~n1bseeti:en-i:s-not-:sctojeee-to-wa!:ve,-..- In add~ t io:: ~o .:lee ~ax 

31 or additiona: tax, the taxpayer shal~ pay a~nal_:o.Y._3.o; 

32 provided in sect~on 421.27. 

33 Sec. 9. Sect.!.on 422.58, subsection_, Code 1989, is 

34 amended to read as follows: 

35 l. fE-a-pe~son-o~-pe~m~~-horder-f~±~s-to-~emit-at-least 
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1 ~~nety-~e~eent-oE-the-tax-d~e-M~th-the-f~~~ng-of-the 

2 sem%reonthiy-or-~onthiy-tax-de~e~~t-~orm-e~-ret~~n-on-o~-befo~e 

3 the-dtle-date,-o~-~ayg-±es~-than-n±nety-~e~eent-of-any-~a~ 

4 ~eqtl±~ed-to-be-shoMn-on-the-~ettl~n,-e~ee?t±ng-the-~er±od 

5 between-the-eomp;e~±on-of-an-exare±nation-oE-the-books-and 

6 reeords-of-a-taxpayer-and-the-g±ving-oE-notiee-to-the-ta~payer 

7 that-a-tax-or-additiona±-tax-is-dtle,-the~e-sha±±-be-added-to 

8 the-ta~-a-pena±ty-of-E±~teen-~ereent-of-the-amotlnt-of-the-tax 

9 dtle,-exeept-as-~rovided-in-seetion-4~±7~~~--!n-ease-oE-w~±rftl± 

10 faiitlre-to-f~±e-a-semimonthty-or-monthty-tax-deposit-form-or 

11 rettl~n,-wi±lftl±-t~t~ng-of-a-fa±se-semimonthly-or-monthly-ta~ 

12 de~osit-torm-or-rettlrn-or-wil±ftl±-fit±ng-of-a-fa±~e-or 

13 fratldtllent-sem±monthly-or-monthly-tax-deposit-fo~m-or-rettl~M 

14 w~th-intent-to-evade-tax,-±n-lietl-of-the-pena}ty-otherw±se 

15 provided-±n-th±~-stlbseetion 7 -there-gha±±-be-added-to-the 

16 amotlnt-~eqtl±~ed-to-be-shown-as-tax-en-the-~emimont~~y-or 

17 monthly-tax-depo~%t-form-or-~ettlrn-~eventy-five-~e~eent-oE-the 

18 amoant-of-the-tax. In addition to the tax or additional tax, 

19 the taxpayer shall pay a penalty as provided in sec~_i.£.1:1. 

20 421.27. The taxpayer shall also pay interest on the cax or 

21 additional tax at the rate in effect under section 421.7 for 

22 each month counting each fraction of a month as an entire 

23 month, computed from the date the semimonthly or monthly tax 

24 deposit form or return was required to be filed. The pena:ty 

25 and interest shall be paid to the department and disposed 

26 in the same manner as other receipts under this division. 

27 Unpaid penalties and interest may be enforced in the same 

28 manner as the tax imposed by this division. 'l.'he-~t:ned:ty 

29 fm~o~ed-tlnde~-~~is-stlbsee~fon-~s-not-~tlbjeet-to-wa~ver. 

30 Sec. 10. Section 423.18, subsection 1, Code 1989, is 

31 amended to read as follows: 

of 

32 1. i£-a-persen-er-pe~mit-holder-fe±~s-~e-remit-at-~ea~t 

33 ~±~ety-pe~e~~t-of-the-~a~-dtle-~~t~-t~e-Ei~i~g-of-~~e·-~o~th~y 

3~ clepesit-form-or-retarn-en-er-be~ere-the-ciae-clere7 -or-peys-iess 
35 than-ninety-~ereenr-e~-any-tax-r~qa±red-to-be-shew~··en-the 
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4i379,-the-pe~etty-shet±-be-~~~~een-pe~e~~t·--i~-case-o~ 

w~~t~tl~-Eai~~~e-eo-file-a-ffi~n~hry-de~e~~t-f~r~.-or-~et~~n7 

M~~i~aiiy-Et~~n9-a-farse-monthiy-depos±e-form-e~-~ettlrn,-e~ 

~±tt.tniiy-ftitn9-a-faise-e~-£~aodaient-~ent~i7-depes±t-for~-e~ 

~et~r~-with-±"~e~t-to-evede-tax,-~~-~i~n-eE-th~-~en8~ey 

otherw?se-pro~tded-±n-th±s-sabseee±en 7 -the~e-shaii-be-aocied-to 

the-a~etlnt-reqtlired-to-be-sheMn-as-ta~-en-the-menth±y-depes~t 

ferm-o~-rettlrn-seventy-five-pereene-ef-the-a~ennt-ef-the-tax7 

In addit}on to the ta~ or additional ~ax, the taxpayer shall 

E_ay a Penalty as provided,_~section_ 421.27. The ~axpaye~ 

shall also pay interest on the tax or additional tax at t~c 

rate 1n effect ~nder section 421.7, ~or each month counting 

c9 each :raction of a ~onth as an entire month, computed fro;r. the 

20 dale the rnont~ly deposit Earn or :eturn was req~ired to be 

21 ftled. The pe~alty and !ncerest sha!l be oaid to :he 

27 depa=~~ent and disposed of in the same rea~ner as ot!~er 

23 rece!pts under ~h1s chapter. Unpaid pe~alties a1d in~erest 

24 may be collected i~ the same 1nar1ner as che tax ir~posed by thls 

2S c~apcer. ~he-pendity-impesed-tlncier-e~ie-sabeeeti~n-is-n~t 

26 ~abjeet-~e-we~we~~ 

27 Sec. 11. Section 424.!7, subsection "• Code Supplement 

28 1989 ,' is amended co read as follm•s: 

29 l. 

30 of-~~~-ehe~~e-d~~-w±~h-th~-Eii±~g-eE-the-~ettlr~-o~-~~-be~ore 

31 the-d~e-daee 7 -o~-pays-le~s-~he~-"~~ety-~eree~t·-e~-e;~y-ehe~g~ 

32 re~~~~ed-~o-be-ghew~-o~--the-rettlrn7-exeept~~~g-the-pe~±ea 

34 re~ords-o~-a-eharge-payer-and-~he-g~v~ng-ef-net~ce-re-~he 

35 eharqe-payer-that-a-eha~ge-or-addit±ona±-eher9e-±s-doe,-rhe~e 

-10-
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l ~hat±-be-added-~o-the-eha~ge-a-penatty-of-fifteen-pe~eent-of 

2 the-a~otlnt-of-the-eha~ge-dtle,-e~eept-as-p~o~±ded-±n-see~±on 

3 42!72~7--fn-ease-of-~±ttftl~-fa±±tl~e-to-~±~e-a-~ettl~n-o~ 

4 w±llfal-f±l±ng-of-a-faiae-rettl~n-~±th-intent-to-e~ade-ehargea, 

5 in-iiea-of-the-penaity-otherw±ae-prov±ded-±n-this-stlbaeetion, 

6 the~e-ahaii-be-added-to-the-amotlnt-~e~tlired-to-be-ahown-as-a 

7 eha~ge-en-the-reta~n-se~enty-f±~e-pe~eent-of-the-ametlnt-of-the 

8 eha~ge. In addition to the charge or additional charge, the 

9 c~~~ payer shall pay a penalty as provided in section 

10 421.27. The charge payer sha:l also pay :nterest on the 

ll charge or additional charge at the rate in effect under 

12 section 421.7 for each month counting each fraction of a month 

13 as an entire month, computed from the date the return was 

14 required to be Ei:ed. The penalty and interest shall be paid 

l5 to the department and disposed of in the sa~e mar.ner as the 

16 charge imposed ~nder this chapter. Unpaid penalties and 

17 interest may be enforced in the same manner as the charge 

l8 imposed by this chapter. 

19 Sec. 12. Section 450.63, Code 1989, :s arrended to read as 

20 folloHs: 

21 450.63 MATURITY OF TAX-- INTEREST-- PENALTY. 

22 t. All taxes not paid Hithin the time prescribed in this 

23 chapter are subject to a penalty as provided in atlbseetion-2 

24 section 421.27 and shall draH interest at the rate in effect 

25 under section 421.7 until paid. 

26 2•--ff-a-pe~aon-±iabie-fo~-the-payment-of-ta~-as-~tated-in 

27 ~eetion-456.5-fai±a-to-remit-at-leaat-n±nety-pereent-ef-the 

28 ta~-dae-with-the-fiiing-of-the-~etarn-en-or-befere-the-dtle 

29 date-e~-paya-iesa-than-ninety-pe~eent-of-eny-ta~-~e~tlireci-~o 

30 be-ahown-on-the-=ettl~n,-there-s~e~~-be-aedeci-to-the-ta~-a 

31 penaity-ef-ae~en-and-ene-half-~e~eent-e~-the-e~etlnt-ef-the-tex 

32 dtle,-@~eept-aa-pro~icied-in-seet±en-42!.29.--~he-pentlity 

33 impoaed-~nder-th±~-eabseetion-±5-net-eabjeet-te-wai~er. 

34 Sec. 13. 

35 Th1s Act takes effect January 1, 1991. 
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c;ec, l4. 

4 Sec. 15. 

5 Sectfun 12 oE this Act lS applicable to de3ths occ~rring on 
6 or after January 1, 1991. 

7 EX~LANA?ION 

8 The bill increases the interest rat~ on delinq::ent ~axes to 

9 2 percentage points greater than the average prime rate for 

lO the 12-~onth period which ends September 30 for the previous 

11 calendar year. The same rate of interest will be paid on 

12 overpay~ents oE tax. 

13 The bill also establishes a section in chapter 421 which 
14 sets forth the penalties for all taxes. 
15 The penalties created by the bill are as follo\·Js: 
16 ( l ) A 10 pe:cen~ penalty for failure to timely file a 
17 return or deposit form; 
l8 ( 2 ) A 5 percent penalty for fai:ure to tiniely pay the tax 
19 due Wlth a return or deposit form; 

20 (3) A 5 percent penalty for a deficiency found on audit; 
21 and 

22 (4) A 75 percent penalty for willful ~ailure to file a 

23 return or deposit form or for wil:fully fili~g a false returrl 

24 or deposit form with the inten: to evade the cax. 

25 There are circuMstances set forth under wh1ch the penalty 
26 will not be assessed. 

The bill takes effect January i, 1991. Sectiotls l through 
28 4 and 6 through ll are applicable to tax years beginning on or 

29 after January l, l99l. Section 12 of this b:l~ is appl1cable 

30 to deaths occurring on or after January :, 1991. 

32 

33 

34 

35 

LS3 83l2SV 73 
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BY COMMITT~E ON WAYS AND ~EANS 
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- New Language by the Senate 

Passed Senate, Date ~!d,ho {;J (/6a) ?as sed House, 
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A BILL FOR 

l An Act relating to penalty and interest on cigare:te, tobacco, 

2 ~otor fuel, individual incGme, withho:ding, corporatio~ 

3 

4 

5 

income, franchise, sales, use, retaile:'s use, environmental 

protection charge, ~nherita~ce, generatio~ skipping transfer, 

a~d estate taxes, a~d prov:ding effective and applicability 

6 dac.es. 

7 BE IT ENACTED 3Y THE GSNERAL ASSEMBLY OF THE: STATE OF IO\'/A: 

8 

9 

l() 

12 

l3 

:4 
lS 

l7 

l8 

:9 

20 

21 



S.F. H.?. 

1 Sectio:< J.. Sect:o:1 98.28, Code 1989, is a~ended to read as 

2 follows: 

3 98.28 ASSESSMEN~ OF TAX BY DEPARTMENT-- :NTE~EST --

4 Pf.:-JA:.TY. 

5 IE after any audit, examination of records, or other 

6 investigation the department finds that any person has sold 

7 cigarettes without stamps affixed thereto as required by th:s 

8 division e~-~ha~-a~y-pe~seM-has-Ea±ied-te-pay-at-ieast-~inety 

9 pereent-eE-any-tax-i~poeed-tlpen-~he-pe~sen, the depart~ent 

10 shall fix and determine :he amount of tax due, and shall 

ll assess the tax against the person, together with a penalty ef 

12 ee~en-and-e~e-haif-?ereent-ef-the-a~otlnt-ee-ene-~ax,-e~eepe as 

13 provided in section 421.27. The taxpayer shall pay interest 

14 on the tax or additional tax at the rate determined under 

15 section 421.7 counting each fraction of a month as an entire 

16 month, coreputed from the date the tax was due. If any person 

17 fails to furnish evidence satisfactory :o the director show1ng 

18 purchases of sufficient stamps to stamp unstamped cigarettes 

19 p11rchased by the person, the presumption shall be that the 

20 cigarettes were sold without the proper stamps affixed 

21 thereto. Within two years after the return is filed or wi~hin 

22 ~wo years after the ret~rn became due, whichever is later, the 

23 department shall examine ~t the return and determi~e the 

24 correct amount of tax. 

25 Sec. 2. Section 98.46, subsection 3, Code !989, 1s amended 

26 by striking the subsection and inserting in lieu therecf the 

27 following: 

28 3. In addit1on to the tax or additional tax, the taxpayer 

29 shall pay a penalty as provided in sect~on 421.27. 

30 Sec. 3. Section 324.65, Jnnumbered paragcaph ., Code 

31 Supp~ement 1989, :s amended to read as follows: 

32 ft-a-±~ee~eee-er-o~he~-per~o~-Eai~~-to-~e~it-at-~e~~~ 

33 ~~Mety-p~~ee~t-e~-e~e-~a~-d~e-w~t~-the-ET~~~~-of-th~-reetl~M-on 

34 o~-be~ore-t~e-d~e-ea~e-~~-~87~-ie~~-t~e~-Minety-p~~ee~t-e€-eny 

35 ~ex-~eq~t~~d-to-Oe-~~ew~-e~-~he-~e~~~~~-~~e~e-~ha~~-be-edde~ 

., ,,. 
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1 te-the-ta~-a-pe~a~ty-ee-~even-and-ene-ha~E-~e~eent-ee-the 

2 affletlnt-ef-the-tax-dtle,-e~ee?t-a~-~rovicied-~n-~eet~en-4~~~??7 

3 ~he-pena~ty-±fflpe~ed-tlnde~-th~9-9eetien-~~-net-9~ojee~-~e 

4 ve~ver~ In addition to the ~ax or additional tax, the 

5 taxpayer shall cay a penaltv as provided in section 42!.27. 

6 The taxpayer shall also pay interest on the :ax or additional. 

7 tax at the rate i~ effect unde~ section 421.7 counting each 

8 fraction of a month as an ent1re mcn,h, computed from the date 

9 the return was required to be filed. IE the amount o~ the tax 

10 as determined by the appropriate state agency is less than :he 

ll amount paid, the excess shall be refunded Nith tn:erest, the 

:2 interest to begln to accrue on the first day of the third 

13 calendar month fcl~owing the date of pajme~~ or tr.e da~e the 

14 return was due to be filed or was filed, Nh1chever is the 

15 latest, at the rate in effect under section 421.7 ccun:1ng 

:6 each fraction of a month as an en~ire month under the r~les 

17 prescrLbed by the appropriate state agency. IP. lieu o: a 

"8 ref~nd allowed under this section, the :icensee may request 

19 that the departme~t allow che ref~nd tc be ~eld as a credit 

20 for the licensee. 

21 Sec. 4. section 324.65, unnumbered paragraph 2, Coce 

22 S~pplement 1989, is amended to read as follows: 

23 The appropriate state agency shall no~ remit any part of a 

2~ pe~alty for del~nque~t payree~t ~E the de:inquency results E:om 

25 the fact that a check given in payment 1s net honored beca~se 

26 of insufficient f~nds in the account upon which the chec~ was 

27 drawn. Hewe~e~,-i~-±t-appee~~-as-a-re~~it-of-e~-i~~egt~get~e~ 

28 thot-t~e~e-ha~-been-a-de~±be~ate-atte~pt-en-the-~a~t-~~-e 

29 ~iee"~ee-e~-other-~er~o~-te-eYede-pdyme~t-~f-~Hel-taxe~-~~e~~ 

30 s~a~t-Oe-added-te-~~e-a~~es~Me~~-egain~t-t~e-df~e~dtM~-~er~d~ 

31 aMci-~e~~eeted-~-~e~aity-of-~eve~ty-f~~~-?e~ee~t-b~-~~e-te~ 

32 d~e7 A report required oE licensees or persons operating 

33 under divlsio~ ::r, upon which no tax ~s d~e, is suoject ~o a 

34 pendlty of ten dollars if the repor: i.s not timely f~:ed wi:h 

-2-
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.:. Sec, 5, Section 421,7, subsection 2, Cede 1989, is amended 

2 to cead as follows: 

3 ?.. The rate of :~teres~ that shall be in effe~t during a 

4 calendar year shall be the rate which is two perce~taqe ooint~ 

5 9E~a~~r than the numerical average, rour.ded to the neacest one 

6 percent, of the respective pr1me rates for each cE the months 

7 ~n the twelve-month period that ends September 30 of the 

8 prev1cus ca:endar year. The ra:e of interest estab:ished by 

9 this subsection takes effect January l, and applies :o any 

:o amount which is due or becomes payable on or after that date. 

•• Sec. 6. Sec~1cn 421.27, Code Supplement 1989, is amended 

12 by adding the following new subsection: 

:_ 3 NEW SU3SECTION. 6. The taxpayer was subject :o the 

14 pena!ty prevision of section 422.25, subsection 2, and was ...... ___ .._..:;... ___ ,_, . --.. --~- - . ..,._.. 

15 eligib!e to comoute ~axable i~co~e under the cash receiots a~d 
------~...:.---~- --~---~-~·~--··"'~---···---~--~~~.;;..;:,;;..;;..;;~~ 

16 disbursements method of accounting under section 448(b)(3) of 
-----~-~~~ . ............:.=-·-·· ·~·"""-'-"-----'-~--·""....:..:....:.......:.- ... ~.-~----- --·----"'""'"~....._...,.,. 

17 the :.nter.nal Reven•1e Code. ':'he wa1ver 2.:ovisior. in :his 

18 parag!aph applies only for tax years beginning in the 1985 and 

19 198 6 calendar years a ~d on 1. y _ _t_::_.:;t~~ .. ~!..~~-:2!". t !-1~1 • the tax oa ye r 

20 tailed to include in its net incsme for state tax 2u~ooses 
------=::....<--'-"'..:.o..c..;;:~--..:. ,-..,. ... ~· ,_.,. ·-•· . .,-_.-....:•-.:" o::-','"'''::·.· '· ·• •. •, ~ • ""'·'-''··=r.·=: •· .. • . .:. "'-=''""'·~· ... • 

21 i~terest payable on short-term obligations as it accr~ed 

22 du~ ing those tax years~ prov:ded ln section 1281 of the 

23 Interr1al Reve~ue Code and pr~v~ded tha: dn ame~ded re~~~n 1s 
-~~~~~~~~~~~~ 

24 E:led by July l, l990. 

25 Sec. 7. Sec~ion 421.27, Code S~pple~er.t c989, 1s amended 

26 by str:king the section and i~serting in lieu thereof :he 

27 follow1ng: 

28 421.27 PCNA~Ti2S. 

29 FAILURE TO TIMELY FILE A RETURN OR DEPOSI? FORM. It a 

30 pecscn Ea:ls to E1~e with :he department on or before the due 

31 date a return or deposit forrn the~e shall be added to :he tax 

32 shown due or requ1red to be shewn due a pena:ty of ten percent 

33 of the tax shown due or required :o be shown due. The 

34 penalty, if assessed, sha:l be waived by the ciepa~t!nent upon a 

35 ~how:~g oE any of tne fo~lowi~g co~ditior.s: 

-3-
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l a. At least ninety perce~t 0f the tax req~ired to oe shown 

2 due has been paid by the due date of the tax. 

3 b. Those taxpayers who are required t0 file quarterly 

4 returns, or monthly or se~imonthly deposit forffis may have one 

5 late return or deposit form within a three-year period. The 

6 use of any other penalty exception will not count as a :ate 

7 return 

8 c. 

or deposit form for purposes of this exception. 

The death of a taxpayer, death of a member of the 

9 immediate family of the taxpayer, or death of the person 

10 directly responsible for filing the return and paying the tax, 

l~ when the death interferes with ti~ely filing. 

l2 d. The onset of serious, long-term illness or 

13 hospitalization of the taxpayer, of a member of the immediate 

14 family of the taxpayer, or of the person directly responsible 

the tax. 15 for filing the return 

l6 e. Des~ruction of 

and pay1ng 

records by E Lr e , E i. 0od , ether act :::f 

17 God. 

18 f. The taxpayer presents proof that the taxpayer relied 

19 upon applicable, documented, written advice specifically made 

20 to the taxpayer, to the taxpayer's preparer, or to an 

21 association representa~ive of :he taxpayer frore the 

22 department, state department o: transportation, county 

23 treasurer, or federal internal revenue service, whicheve~ is 

24 appropriate, that ~as not been superseded by a court decision, 

25 ruling by a quasi-j~dicial body, or the adopt~on, amendment, 

26 or repeal of a rule or law. 

27 g. Reliance upon results in a previous audit was a direct 

28 cause Eor the failure to file ~,oj·he re the prev iOtiS a;.;.d!.t 

29 expressly and clearly addressed the iss~e and tt:e previ.ol!s 

30 audit ~esults na~.;-e not oeen superseded oy a COL:[~ decision, 

31 the adoption, a~endreent, or repeal of a rule or :aw. 

32 h. Under rules prescr1bed by the director, the taxpayer 

33 presents documented prcof of substa~tia: authority to rely 

34 upon a particular position or upon proof that all Eacts and 

35 circumstances are disclosed o~ a retur~ or de?csit fo~m. 

-.;-
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The recurn, de9os:t form, or payment is ti~ely, but 

2 errr)tleously, mailed with ddequate postage to the interna: 

3 revp~~e service, another state age~cy, or a ~ocal gove~nment 

4 age~cy a~d the taxpayer provides p~oof of timely maili~g wi:h 

5 adequate postage. 

6 J· The tax has been paid by ~he wrong lice~see a~d the 

7 payments were timely remitted :o the department for one c~ 

8 more tax periods prior to notification by the department. 

9 k. ~he failure to file was discovered through a sanctioned 

10 se:f-audit program conducted by the department. 

2. FAILURE TO TIMELY PAY TEE TAX SHOWN DUE, OR THE T.".X 

12 REQUIRED TO BE SHOWN DUE WITH THE FILING OF A RETCRN OR 

13 DEPOSIT FORM. IE a person fai:s to pay the tax shewn due or 

14 req:.tired to be shown due on a ret~rn o: depos~t form on or 

15 before the due date there shall be added to the tax shown due 

16 or required to be shown due a penalty of five percent of the 

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

:8 depa~tment upon a showing of any of the ~allowing co~ditions: 

19 a. At least ninety percent of the tax required to be shown 

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

21 b. The taxpayer voluntarily files an ame~ded re:1;r~ and 

22 pays all tax shewn :o be due on the ret~rn p~icr to a~y 

23 contact by the depattment, except under a sanc:io~ed self-

24 a~dit program conducted by the departme~t. 

25 c. ~he taxpaye~ provides wri:~en nctiflcat~o~ to the 

26 department of a federal audit while lt :s :n proqres~ and 

27 voluntarily files an ame~ded ret~rn w~ich :nc~udes a copy of 

28 the federal doc:1me~t show~ng the final dispcs::1c~ or ~~r1al 

29 federal adjustme~ts wi~hin sixty days of tt!e fi~a: dispositiorl 

30 of the Eederal g8vernment's audit. 

3: d. The taxpayer presents proof :ha: the taxpaye~ ~e:ied 

32 upon applicable, docurn@nted, w:itten advice speci~ical:y made 

33 to the taxpayer, to the taxpayer's preparer, or to an 

3~ associa:ion represe~tative of the taxpayer fr0m the depar:-

35 m~nt, state depa:tree~t of transportation, ccun:y treas~rer, or 

-')-
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1 federal i~ternal reven~e service, whichever is appropriate, 

2 that has not been superseded by a court decis~on, rulir1g by a 

3 q~asi-judicial body, or the adcption, a~endree~t, or repeal of 

4 a rule or law. 

5 e. 

6 cause 

Relia~ce upon results in a prev1cus audi: was a direct 

for the failure to pay the tax required to be shown due 

7 where the previous audit expressly and c~early addressed the 

8 iss11e and the previous a~d1t results have not been superseded 

9 by a court decision, or the adoption, a~endment, or repeal of 

10 a rule or law. 

:: f. Under rules prescribed by the director, the :axpayer 

12 presents documented proof of substantial authority to rely 

13 upon a particular position or upon proof that all facts and 

14 circumstances are disclosed on a return or deposi: form. 

15 g. The return, deposit form, or payment is timely, but 

l6 erroneously, mailed with adequate postage to the internal 

17 revenue serv1ce, another state agency, or a local governme~t 

18 agency and the taxpayer provides proof time:y . ' . mal ~l;:g 

19 adequate postage. 

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

2l payments were timely re~itted to the depar~me~~ for one o: 

22 more tax periods prior to ~ot1ficarion by the department. 

23 3. AUDIT DEFICIENCIES. If any person faLls to pay the tax 

24 required to be showrl due w~th the fili~g of a retur~ or 

25 dep~sit and the depa~tment discovers the ~r.derpayment, there 

26 shall be added to the tax required to be shown d~e a penalty 

27 of fi?e percent of the tax required to be show~ dee. The 

28 penalty, if assessed, shall be waived Oy the depa~tmen: upo~ a 

29 shewing of any of the Ecilcwing conditions: 

30 a. At leas: ninety percent of the tax required to be shown 

31 due has been paid by the due date. 

32 c. The taxpayer presents proof chat the taxpaye< relied 

33 upon applicable, documented, written advice specifically made 

34 to the taxpaye~, to the taxpaye~·s preparer, ~r to ar. 

35 association repcese~tat:ve of the taxpdyer from the 

-6-
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l department, sta:e departme~t of transpor~ation, coL;nty 

2 treasu:er, or federal i~terna: revenue serv~ce, whichever 15 

3 apprrl;>ria::e, t~at has not bPRrl s~iperseded by a cot:rt <iPl:~SlO~, 

4 rul1ng by a quasi-judicial body, or the adoptio~, a~endment, 

5 or repeal of a rule or law. 

6 c. Reliance upon res~l:s in a previous audit was a direct 

7 cause fer the ~ailure to pay the tax shown due or req~ired to 

8 be shown due where the prev1ous audit expressly and clearly 

9 addressed ~he issue and the previous audit results have not 

10 been superseded by a court decision, or the adoption, 

ll amendment, or repeal of a rule or law. 

12 Under rules prescribed by the director, :he :axpayer 

13 presents documented proof of substantial authority to rely 

14 ~pon a par:icu:ar position or upon prccf that all fact5 and 

15 circumstances are disclosed on a return or deposit form. 

16 4 . In case of w:llful failure to file a return or deposit 

17 form with the intent to evade tax, or in case of willf~lly 

18 filir1g a false ret~r~ or deposit for~ wi~h the intent to evade 

~9 tax, in lieu of ~he penalties ctherwise provided in th!s 

20 section, a penal:y of seve~ty-five percent shal! oe added to 

21 the amount shown due or requi~ed to be shown as tax on the 

22 retur~ or deposit Eorm. Xf pena:ties are app:icable for 

23 failure to file a return or deposit fcrm and fail~re ~o pay 

24 the :ax shown due or required to be shown due on the return or 

25 deposit form, the penalty provision fer ~ai:~re to file shall 

26 be in lieu of the penalty prov1sions for fa~:ure :o pay the 

27 tax shown due cr required :o be s~own due on the re:urn or 

28 deposit form, except in the case of Wlllful fai~~re to file a 

29 return or deposit form or w~llf~lly ~iling a ~a:se ret~r~ or 

30 deposit form with inten: to evade :ax. 

31 The pe~alties imposed under this section are ~ot subject :c 
32 wa1ver. 

33 Sec. 8. 

35 b. 

Section 422.16, subsection 10, paragraph b, Code 

1989, 1s amended :o read as follows: 

-7-
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1 ~ea~t-~~nety-~er~ent-~e-the-ta~-e~e-w~tn-tne-~it~ng-~e-the 

2 ~em~mo~ehiy,-~e~t~~y,-dr-~~a~ee~ly-~epo~re-€e~m-en-er-be€ere 

3 tMe-d~e-date,-er-~ey~-ie~s-~~~n-~i~ety-~e~ee~e-ef-~~y-tax 

4 req~ired-to-oe-~hown-~~-the-~effl~~enth~y,-men~hly 7 -er-qtlerteriy 

5 ciepo~i~-~orm,-th~re-~her~-be-~dee~-t~-t~~-tax-d-p~~tlit~-eE 

6 Eifteen-pereent-ef-the-a~otlnt-ef-t~e-tax-otle,-exeept-a~ 

7 pre~ided-~n-~eet±en-4~1~~~. 

8 fn-the-ea~e-a~-wi~iEtli-fei~tl~e-te-f±~e-a-~e~i~e~~~=y, 

9 rno~th~7~-o~-~tlarte~ly-eepe~~e-eo~m-with-±~tent-t~-e~~de-tex-er 

lO wit~ftl±-filin~-oe-~-~ai~e-se~±meM~hr1,-me~tMiy,-er-~tlar~~~~r 

ll de~es~t-fo~m-w~th-intent-~o-e~ede-t6~~-±~-r±etl-e~-~~e-~e~aZtJ 

12 etherwise-pre~ided-in-thi~-paragraph 7 -there-is-adcieci-to-the 

13 a~etlnt-req~ired-~e-oe-~~ewn-es-~e~-en-~he-~e~~~enth~7• 

14 me~thiy,-or-q~arte~~y-de~e~it-ferm7 -9eventy-€ive-~e~ee~~-ef 

15 the-a~e~nt-ef-ehe-~ex. en addit:on to the tax or add:tiona: 

16 tax, any person or withholding agent shall cay a penalty as 

17 provided 1n section 421.27. The taxpayer shall a:so pay 

18 interest on the ~ax or additic~al tax at the rate ln eE:ect 

19 under section 421.7, Ear each ~onth counting each 

20 a mcn:h as an entire ~onth, computed from the date the 

21 semimonchly, monthly, or quarter:y deposit form was required 

22 to be filed. The penalty and interest become a part of the 

23 tax due from the withho:ding agent. rhe-~eneitj-t~pe~ee-tlneer 

24 thi~-~tlb~eetien-r9-net-etlojeet-ee-wai~~r• 

25 Sec. 9. Section 422.25, subsection 2, Code Supplement 

26 1989, is amended to read as :oilows: 

27 2. In addition to the tax or additional taK determined by 

28 the department under subsection l, the taxpayer sha!l pay 

29 interest on tr.e tax or additiondl tax at the rate in effect 

30 under section 421.7 for each xonth counti~g each :ract~on cf a 

3i month as an e~t1re month, computed from the da:e ti1e ret~rn 

32 was ~equired to be filed. 

33 iee~t-ninety-pe~ee~e-~f-the-~e~-d~e-w±th-t~e-E±tt~~-~f-~~e 

34 -Q•~r~-o~-e~-be~~~e-~he-~Me-~a~e--e~-p~~Q-~-~~-~~~M-n~-~~~ ......... -... •• • - .._,_. ,... -....u ..._.1;;4,_ f '" '-j..J ~-.;_.._, _ •• <;..<. .J,. •• ._._.I 
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S.F. 2301 H.F. 

l ~~8~T-be-~dded-~e-t~e-~e~-a-pe~e±ty-ef-se~en-a~d-ene-~a:~ 

2 ~e~~e~t-of-t~e-eex-dtle 7 -exee~t-a~-~~e~~ded-t~-~eet±e~-4r~~~~. 

3 fn-eese-ef-w~~YEtl~-fei~tl~e-te-~tte-a-~ettlrn-w~~~-t~teM~-~~ 

4 e~ade-ta~7 -e~-i~-ce~e-~f-w±~±f~iiy-€±±~ftg-a-~8~~~-~ettl~~-wit~ 

5 inte~~-te-~~~cie-ta~ 7 -±~-i~e~-o~-~h~-~ene~ty-~~~e~wiee-~rev~ded 

7 reqtlired-~o-be-~M~~n-a~-tB~-o~-the-~e~~r~-~e~eM~y-five-~e~e~~t 

8 eE-the-ametlnt-e€-the-ta~.--~~e-penaity-~mpesed-tl~de~-thts 

9 ~~o~~~t±on-i~-Met-s~o;~~t-to-wa~~er. :n addition :o the tax 

10 or add1tio~al tax, the taxpaver s~all pay a oenalty as 

ll provide~_jn section 421.27. 

12 Sec. 10. Section 422.58, subsection l, Code 1989, is 

13 a~ended to read as follows: 

14 1. f!-a-~er3oM-o~-~e~mit-~eYder-feii~-~~-re~~t-et-~ea~~ 

c5 n~nety-pereent-e~-t~e-te~-dtle-wi~~-~he-fi~i~~-ef-~~e 

:6 sem±~e~e~~y-er-~onthiy-~a~-deposit-eerm-or-re~~~~-e~-or-beEe~e 

17 the-dtle-date 1 -or-pa:~-xe~~-~han-~~~ety-~eree~~-ef-ant-te~ 

18 reqtlt~eci-te-oe-~hew~-on-the-~ettt~n,-exeept~ng-the-~e~~~d 

19 be~ween-the-eompietion-e~-en-exare~~6t±on-of-t~e-~ook~-e~6 

20 ~eee~d~-ef-e-tax~aye~-anci-the-giv~ng-ef-netiee-te-tne-taxptl7e~ 

21 that-~-ta~-e~-add~tienet-ta~-±~-dtte,-the~e-ehdil-be-aeded-te 

22 the-tdx-~-pe~alty-ef-Eifteen-pereent-ef-the-amettnt-of-~he-ta~ 

23 Otle7-e~ee~t-~s-~rev±ded-in-~eettoM-4r:or~~--t~-ea~e-ef-wil~ftlr 

25 rettlrn,-witiftlr-!~iing-ef-~-f~ise-ee~i~onthiy-e~-~onth±y-tex 

26 de~o~~t-fe~~-er-rettlrn-o~-w±tlftli-~±i±ng-oE-a-~e~ee-er 

27 fra~d~le~~-~em±me~~hiy-or-~e~t~~y-~ex-de~o~te-f~r~-e~-~et~~~ 

28 ~±th-±~tent-te-evede-ta~,-~n-i±e~-~€-tMe-~~~d±t7-etfte~~±~~ 

29 prev±cied-±n-th~~-ettbseet±en,-th~~e-~~eit-be-adcied-te-the 

30 eme~~t-re~~±~ed-to-Oe-3how~-a~-~~~-d~-t~e-ee~t~e~tn~y-er 

31 month;v-tex-deeo~~t-ferm-or-~~~ern-~e~e~tv-fi~e-oeree~t-of-~~e 
• L .. ~ 

32 dffl~ljf!~-o£-ehe-tt!:<-; In a~9_iticn to the tax or add:.:io~al tax,~ 

33 ::he taxoayer shaE pay a_IJena:c·l as prov~ded .. ~sectcoel 

34 421.27. T~e taxpayer shall also pay interest on the tax or 

35 additional tax at the rate in e~~ect under section 421.7 ~or 

-3-



S.F. 230¢ i-!.F. 

l each ~onth counting each fraction of a month as an e:1tire 

2 month, computed froiT. the date the semi~onthly or monthly tax 

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

4 and interest shall be pa:d to the departme~t and disposed of 

5 in the same manner as other receipts unde~ this divisic~. 

6 Unpa1d penalties and interest may be enforced in the same 

7 manner as the tax imposed by this division. ~~e-pena!~y 

8 impe~ee-~nder-thi~-s~beeetien-i~-net-~~b~eer-re-wai~er~ 

9 Sec. ll. Section 423.18, subsection l, Code 1989, is 

10 amended to read as follows: 

ll ~. i£-e-pe~~o~-e~-~e~~it-heider-Ee~~g-~e-~emi~-ae-~ea~t 

12 ~i~et7-~eree"e-ef-the-t6x-d~@-wit~-tMe-ti:tng-of-tMe-~e~e~~7 

l3 de~e~~r-ferm-er-rerttrn-en-er-oeEere-the-dtte-eete,-e~-paye-ieee 

14 than-ninety-~ereent-et-eny-te~-re~tli~ed-te-be-ehewn-en-~~e 

15 menthiy-depeeit-Eerm-er-~ettirn,-e~ee~r~n9-the-per~ed-between 

16 the-eempietien-eE-en-exe~tne~ten-eE-ehe-beeke-ene-reeerde-ef-e 

17 texpeyer-end-the-9iv~ng-eE-neeiee-re-ehe-texpe]er-thet-e-~e~ 

18 ee-eed±tienei-tex-is-dtle;-the~e-eheii-be-ecideci-te-the-tex-e 

l9 penetty-eE-ee~en-enci-ene-hai~-pereent-ef-the-tex-ci~e;-exeept 

20 ee-~re~±eeci-~n-eeet~en-4?t~21~--Per-eex-dtte-~nee~-~eet~en 

21 423~9,-t"e-penelty-ehe~t-be-eifteen-pereent~--~n-eeee-ef 

23 w±iif~rly-~iiing-e-faiee-~enth~y-depee~t-E~r~-~r-~etarn,-e~ 

24 wi=t~~T~r-Eiii~g-~-fa~se-e~-f~e~citlie~t-~e~~h~r-d~?oe~t-~o~m-e~ 

25 ~etn~~-~~tk-i~te~~-~~-e~~de-tex,-i~-~ie~-et-~~e-~entl~~i 

26 etherw~ee-p~e~ideci-in-t~ie-e~beeetten,-t~e~e-e~al~-be-edded-to 

27 the-emeanr-re~tli~ed-te-be-shewn-ee-eex-en-the-~enth~y-depea~~ 

28 ~e~m-or-~eterM-~eve~ty-~~~e-pe~eeft~-ef-the-6fflO~~t-e~-t~e-te~7 

29 In a~Id.~tion to the ~ax or additiona!:__~::£_~. :he taxoave~ shal '.. 

30 ~~~[19ltv as orovi._9~_c ir. secuon 42l.27. ·:-he taxpayer 

31 shall also pay inte~est on the tax or addi~ionai tax at ~he 

32 rate in effect ~nde: section 421.7, for eact n1onr~ count!ng 

33 each fraction of a ~onth as an entire ~onth, cornputed from :he 

34 date the ~ont~ly deposit form or re~~rn was required ~o be 

35 filed. The penalty and interest sha~l be paid tc tr.e 

<0-
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1 depar:n1ent and disposed of in the sa~e manne~ as other 

2 rece1pts 11nder this cnapter. Unpaid penalties and interest 

3 may be collected in ~he same man~er as the tax ~mposed by th~s 

4 cnapter. ~~e-pe~azty-impe~ed-~nde~-th!~-etlb~ee~ien-~~-~et 

5 s~bjeet-to-w~±~er. 

6 Sec. l2. Section 424.17, s~bsection l, Code Supplement 

7 1989, is amended tc read as follows: 

8 l. f!-a-depo~itor-fa~!~-te-remit-et-iea~t-M±~ety-~eree~t 

9 ee-the-eherge-dtle-with-the-f±t±ng-ef-the-~ettlrn-e~-er-before 

:o the-etle-dete;-or-~ay~-±e~s-than-n±~ety-pe~eent-ef-eny-eher~e 
ll re~n±~ed-~o-be-~~ow~-e~-the-re~~~~~-e~ee?t~M9-the-pe~~od 

12 betwee~-the-eemp±et±en-e~-an-exeffli~atien-e~-the-bee~~-and 

l3 ~eee~d~-ot-e-eha~ge-payer-a~d-the-~±v~ng-ef-r.ettee-~o-the 

l4 eharge-payer-~hat-a-eharqe-or-addrtiena~-eher~e-is-dtle 7 -there 

15 sharr-be-added-to-the-eherge-e-?enelty-ef-Eifteen-?ereent-ef 

16 rhe-a~etlnt-ef-the-eharge-dtle 7 -exeept-es-~re~~dee-in-seetien 

17 4r~7Z~7--fn-ea~e-eE-wiliftll-~a±~~~e-te-f~!e-~-retttrn-er 

lA wi~~€~l-filing-ef-6-taYse-~e~n~n-w±~~-±~t~"~-te-e~ede-e~d~9e~, 

~9 in-!±e~-ef-the-penerty-otherw±~e-pro~±ded-in-this-~tlb~eet±e~, 

20 the~e-~ha~=-be-added-te-the-ctfflettnt-re~tli~ed-te-oe-shewn-e~-a 

2.~ eh~r;e-~n-tM~-~e~~~~-~eventy-!i~e-~e~ee~t-ef-the-a~etl~~-o~-~he 

22 eha~ge7 In_add~~io~ to the c~arge or additiona: charge, r.he 

23 charce payer shall ~a nenaltv as provided i~ secc.io~ 

24 42:.27. The charge paye~ sha~l also pay i~terest on ~~e 

25 charge or additional cha~ge at t~;e rate in eftect under 

26 seccion 421.7 for each month counting each fractic~ cf a month 

27 as an entire month, computed from the date the :eturn was 

28 required to be filed. The penalty and ~~teres: shall be paid 

29 to the department and disposed of in the saxe man~e~ as the 

30 charge imposed under th1s chapter. Unpaid penalties and 

31 i~te:est xay be e~fo~ced in the same manner as t~e c~arge 

32 imposed 

33 sec. 
34 follows: 

by this chapte~. 

13. Section 450.63, Code 1989, is amended 

3:> .::50.63 ~Jl.TURITY Of TAX -- I::-<TSREST -- PC:N.Z\STY. 

read as 



• 
s . F. Z3ot/ E. F . 

1 t. All taxes not paid within the time prescrioed in t~is 

2 chapter are subjec~ to a penalty as provided in ~~6~eet~en-~ 

3 section 421.27 and shall drdw :nt~rest .1t thP rd:e in effect 

4 under section 421.7 untll paid. 

5 r•--r~-a-per~en-l±able-~er-t~e-pay~e~t-e~-ta~-a~-arated-tn 

6 ~eetien-458.5-fa~la-te-re~±t-at-±eaat-n±nery-peree~t-ef-r~e 

7 t~~-d~e-w~th-the-fiii~g-of-~he-~@~~~ft-eft-er-be~o~e-t~e--d~e 

8 date-er-paya-leaa-than-n~~ety-~eree~t-ef-any-ta~-~e~~±red-te 

9 be-ahewn-en-the-ret~rn,-there-ahaii-be-edded-re-t~e-ta~-a 

10 penelry-ef-ae~en-and-ene-haif-pereenr-ef-the-ame~nt-ef-rhe-tax 

ll dtle,-exeept-aa-prev±ded-!n-aeet±en-4~i.r~.--?he-pena±ty 

12 ±mpeaed-~nder-th±a-atlbaeet±en-±a-net-stlbjeet-te-wa±ver. 

13 Sec. 14. 

14 This Act taKes effect January 1, 1991. 

15 Sec. 15. 

16 Section 6 

17 beginning in 

18 Sec. 16. 

of t~~-·~3l~~~~:_:~~~~? t i ~-:. ~J _,_r_. o;_~t.a~_x_.::..'.;;.e,;;.a;..r;..s;.. 
the 1985 and 1986 calendar years. 

19 Sections l through 4 and 7 through 12 cf this Act are 

20 applicable to tax years begin~ing on o• after January 1, l99l. 

21 Sec. 17. 

22 Section 13 of this Act lS appl1cable to deaths occurring on 

23 or after January l, 1991. 
24 

25 

26 

27 

28 

29 

30 

.S l 

32 

33 

34 

35 

Sf' 2304 
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A fiscal note for Senate File 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 
applicable to taxes 
bill will provide 
the penalty rates 
bill also provides 

Fiscal Impact 

provides Eo~ revts1ons in interest and penalty provisions 
administered by the Department of Revenue and Finance. The 
for increases in the statutory interest rate. In addition, 
wilL incfease or decrease depending on the tax type. The 
for exceptions under which a penalty will not be assessed. 

The Department 
revenue neutraL 
penalty rate. 

believes that overall the legislation will be approximately 
due to increases in the interest rate and adjustments to the 

Source: Department of Revenue and Finance (LSB 83l2sv, POD) 

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

s-5227 
1 Amend senate File 2304 as follows: 
2 1. Page 3, by inserting after line 10, the 
3 following: 
4 "Sec. 100. Section 421.27, Code Supplement 1989, 
5 is amended by adding the following new subsection: 
6 NEW SUBSECTION. 6. The taxpayer was subject to 
7 the penalty provision of section 422.25, subsection 2, 
8 and was eligible to compute taxable income under the 
9 cash receipts and disbursements method of accounting 

10 under section 448(b)(3) of the Internal Revenue Code. 
11 The waiver provision in this paragraph applies 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 purposes 
15 interest payable on short-term obligations as 1t 
16 accrued during those tax years as provided in section 
17 1281 of the Internal Revenue Code." 
18 2. Page 11, by inserting after line 35 the 
19 following: 
20 "Sec. 
21 Section-Too of this Act applies retroactively to 
22 tax years beginning in the 1985 and 1986 calendar 
23 years." By WILLIAM W. DIELE~AN 

S-5227 FILED FEBRUARY 26, 1990 

SENATE FILE 2304 
S-5283 

l .'\mend Senace.Fil.; 2304 as follows: 
2 l. Page 3 oy i~-e·· • 3 " 11 . , , , :::> .. t.l n g a;: t e r l in~ 

,o o"·1ng: 
10, the 

4 "Sec. 100. Se>ct'cn 42' 27 
5 is amended by ad~ln• ~h ~:.,~Code Supplement 1989, 
6 NEW SU3SECTION. 95 . e~~o~::~lng new subsec:1cn: 
7 the pena~ty or-·iis·c · f •.. e ·':'>-:)ayer W,'ls subject to 

8 d 
· "''- 1 r. c "ec•1on 4'? 2- · · an was el;g;ble to - ·· • ~-- ~, s~~sectton 2 

9 Cd'>h rece<··s· an.<l d .. compute taxabl:? ::ICome Ur1der the , 
~O .~..~- · • lsou.,..seman'" h ll unde~ sectior. .:48(b)(3) 'of, ;~~s_m::t od of accounting 

The waiver provis'o·• in "h': ·- •n.arna1 Revenue Code. 
~32 far tax years b~g:n~in~ ;~~:~pa~ag~aph_ap~l~es only 
- years and onlv ··~ 'h - . • .. e _98:> a"o l~8o calendar 
• ll ~ • • .. ·--""' -- e ex~e,.., ........ r.at '-he • ·• .o 1nclude in i•s •Jet · ··· ; · •' .axpayer failed 
~ -- : t . ..... . lncone .... o ... s~a+-e t -~ ~11 er~st pavahlo en ' . .... ·· .. ~ '- ax purposes 
16 

~- . ~ -- ,, snor'--le:-:n O:)i ·aar.; . . 
acc_uec dur 1 na those t -·- .• ons as 1t . _ - . · ax vea- s -- ~ · 1 · _, 1281 of the •nterna· R . - a~ ~rov:oed ln section 

'8 .. . •· . • . evem:e r~cte and . d d - amended :e:urn is f., db .. -v · provt e that an 
19 2 p ·· ~~e Y -.:uly 1, 1990." 

20 fo
,

10
· . age 11, by 1 nsertina after t 1·n,a 3~ 

.J.. w1ng: "' ..... .... the 

21 "Sec. . 
;~ Section-Too 0 : chts 

tax years beginning in 
24 years." 

Act ~pplies retroactively to 
the .985 and l986 calendar 

S-5283 _FILED FEBRUARY 
(t_ d ;. · I 

By WILL!AM W. u!ELEMAN 

28, 1990 
- ......:.;_;.AJ:-~ -~", ·~ /_/ !/;:_" . .,) 
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Passed Senate, Date 
Vote: Ayes Nays 

Approved 

A BILL FOR 

ss 6 ~ :l.-:;2_3 

td ;q Y s " R7 tr,:r-,./.S. 

SENATE FILE ,;:: .3c1L,/ 
BY (PROPOSED COMMITTEE ON WAYS 

AND MEANS BILL BY CHAIR­

PERSON DIELEMAN) 

Passed House, Date 

Vote: Ayes Nays 

1 An Act relating to penal:y and interest on cigarette, tobacco, 

2 motor fuel, individual income, withholding, corporation 

3 income, frar.chise, sales, use, retailer's use, environmental 

4 protection charge, inheritance, generation skipping transfer, 

5 and estate taxes, and providing effective and applicabili:y 
6 dates. 

7 BE IT ENACTED 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

TLSB 83l2SC 73 

SV/Cf/24 



S.F. H.F. 

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

2 follows: 

3 98.28 ASSESSMENT OF TAX BY DEPARTMENT -- INTEREST --

4 PENALTY. 

5 If af~er any audit, examination of records, or other 

6 investigation the department finds that any person has sold 

7 cigarettes without stamps affixed thereto as required by this 

8 division o~-e~ae-any-pe~~on-~a~-~aired-to-pay-at-iea~t-n±nety 

9 pe~eent-of-any-tax-impo~ed-ttpon-t~e-pe~~on, the department 

10 shall fix and determine the amount of tax due, and shall 

11 assess the tax against the person, together with a pena1:y of 

12 ~e~en-and-one-hatf-pe~eent-oE-the-amo~ne-or-ehe-tax,-exeept as 

13 provided in section 421.27. The taxpayer shall pay interest 

14 on the tax or additional tax at the rate determined under 

15 section 421.7 counting each fraction of a month as an entire 

16 month, computed from the date the tax was due. If any person 

17 fails to furnish evidence satisfactory to the director showing 

18 purchases of sufficient stamps to stamp unstamped cigarettes 

19 purchased by the person, the presumption shall be that the 

20 cigarettes were sold without the proper stamps affixed 

2l thereto. Within two years after the return is filed or within 

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

23 department shall examine it the return and determine the 

24 correct amount of tax. 

25 Sec. 2. Section 98.46, subsection 3, Code 1989, is amended 

26 by striking the subsection and inserting in lieu thereof the 

27 following: 

28 3. In addition to the tax or additional tax, the taxpayer 

29 shall pay a penalty as provided in section 421.27. 

30 Sec. 3. Section 324.65, unnumbered paragraph 1, Code 

31 Supplement 1989, is amended to read as follows: 

32 i~-a-iieen~ee-o~-ot~e~-pe~~on-faii~-to-~em±t-at-iea~t 

33 n%nety-pereent-of-the-eax-d~e-with-the-~%i%ng-of-t~e-~eeo~n-on 

34 o~-before-the-dae-daee-o~-pay~-ie~~-than-n±neey-pe~eene-of-any 

35 tax-~eq~±red-to-be-~hown-on-t~e-retarnr-t~ere-~haii-be-added 

-l-



S.P. H.F. 

1 ~e-~~@-~~x-e-p@ne~~y-ef-s@~@n-and-en@-~atf-p@~e@n~-of-~~@ 

2 a~e~n~-of-~~@-tax-dc@,-exe@pt-as-pre~id@d-in-s@etien-4~±.~1. 

3 ~~@-p@net~y-i~pesed-~nd@r-t~is-s@etien-is-ne~-scb;eet-te 

4 wai~er. In addition to the tax or additional tax, the 

5 taxpayer shall pay a penalty as provided in section 421.27. 

6 The taxpayer shall also pay interest on the tax or additional 

7 tax at the rate in effect under section 421.7 counting each 

8 fraction of a month as an entire month, computed from the date 

9 the retu•n was required to be filed. If the amount of the tax 

10 as determined by the appropriate state agency is less than the 

11 amount paid, the excess shall be refunded with interest, the 

12 interest to begin to accrue on the first day of the third 

13 calendar month following the date of payment or the date the 

14 return was due to be filed or was filed, whichever is the 

15 latest, at the race in effect under section 421.7 counting 

16 each fraction of a month as an entire month under the rules 

17 prescribed by the appropriate state agency. In lieu of a 

18 refund allowed under this section, the licensee may request 

19 that the department allow the refund to be held as a credit 

20 for the licensee. 

21 Sec. 4. Section 324.65, unnumbered paragraph 2, Code 

22 Supplemenc 1989, is amended to read as follows: 

23 The appropriate state agency shall not remit any part of a 

24 penalty for delinquent payment if the delinquency results from 

25 the fact that a check given in payment is not honored because 

26 of insufficient funds in the account upon which the check was 

27 drawn. Hew@~er7 -if-it-appears-as-a-resc±t-ef-an-investi9ation 

28 thet-there-~as-been-a-detiberate-at~empt-en-~~e-part-ef-a 

29 tie@nsee-er-other-persen-te-e~ade-payment-ef-fcet-taxes-t~ere 

30 shai%-be-added-te-t~@-aaa@sament-a9ains~-t~e-effendin9-Peraon 

31 and-eo~~eeted-a-penatty-ef-aeventy-five-p@reen~-ef-t~e-tax 

32 d~@• A report required of licensees or persons operating 

33 under division III, upon which no tax is due, is subject to a 

34 penalty of ten dollars if the report is not timely filed with 

35 the state department of transportation. 

-2-



S.F. H.F. 

Sec. 5. Section 421.7, subsection 2, Code 1989, is amended 

2 to read as follows: 

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

4 calendar year shall be the rate which is two percentage points 

5 g"eate" than the numerical average, rounded to the nearest one 

6 percent, of the respective prime rates for each of the months 

7 in the twelve-month period that ends September 30 of the 

8 previous calendar year. The rate of interest established by 

9 this subsection takes effect January 1, and applies to any 

10 amount which is due or becomes payable on or after that date. 

ll Sec. 6. Section 421.27, Code Supplement 1989, is amended 

12 by striking the section and inserting in lieu thereof the 

13 following: 

14 421.27 PENALTIES. 

15 1. FAILURE TO TIMELY FILE A RETURN OR DEPOSIT FORM. If a 

16 person fails to file with the department on or before the due 

17 date a return or deposit form there shall be added to the tax 

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

19 of the tax shown due or required to be shown due. The 

20 penalty, if assessed, shall be waived by the department upon a 

21 showing of any of the following conditions: 

22 a. At least ninety percent of the tax required to be shown 

23 due has been paid by the due date of the tax. 

24 b. Those taxpayers who are required to file quarterly 

25 returns, or monthly or semimonthly deposit forms may have one 

26 late return or deposit form within a three-year period. The 

27 use of any other penalty exception will not count as a late 

28 return or deposit form for purposes of this exception. 

29 c. The death of a taxpayer, death of a member of the 

30 immediate family of the taxpayer, or death of the person 

31 directly responsible for filing the return and paying the tax, 

32 when the.death interferes with timely filing. 

33 d. The onset of serious, long-term illness or 

34 hospitalization of the taxpayer, of a member of the immediate 

35 family of the taxpayer, or of the person directly responsible 

-3-



S.F. H.F. 

1 for filing the return and paying the tax. 
2 e. Destruction of records by fire, flood, or other act of 

3 God. 

4 f. The taxpayer presents proof that the taxpayer relied 

5 upon applicable, documented, written advice specifically made 

6 to the taxpayer, to the taxpayer's preparer, or to an 

7 association representative of the taxpayer from the 

8 department, state depart~ent of transportation, county 

9 treasurer, or federal internal revenue service, whichever is 
10 appropriate, that has not been sriperseded by a court decision, 

ll ruling by a quasi-judicial body, or the adoption, amendment, 
12 or repeal of a rule or law. 

13 g. Reliance upon results in a previous audit was a direct 

14 cause for the failure to file where the previous audit 

15 expressly and clearly addressed the issue and the previous 

16 audit results have not been superseded by a court decision, or 

17 the adoption, amendment, or repeal of a rule or law. 

18 h. Under rules prescribed by the director, the taxpayer 

19 presents documented proof of substantial authority to rely 
20 upon a particular position or upon proof that all facts and 

21 circumstances are disclosed on a return or deposit form. 

22 ~. The return, deposit form, or payment is timely, but 

23 erroneously, mailed with adequate postage to the internal 

24 revenue service, another state agency, or a local government 

25 agency and the taxpayer provides proof of timely mailing Nith 

26 adequate postage. 

27 J. ~he tax has been paid by the wrong licensee and the 
28 payments were timely remitted to the department for one or 

29 more tax periods prior to notification by the department. 

30 k. The failure to file was discovered through a sanctioned 

31 self-audit program conducted by the department. 

32 2. FAILURE TO TIMELY PAY THE TAX SHOWN DUE, OR THE TAX 

33 REQUIRED TO BE SHOWN DUE WITH THE FILING OF A RETURN OR 

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

35 required to be shown due on a return or deposit form on or 
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1 before the due date there shall be added to the tax shown due 

2 or req~ired to be shown due a penalty of five percent of the 

3 tax d~e. The penalty, if assessed, shall be waived by the 

4 department upon a showing of any of the following conditions: 

5 a. At least ninety percent of the tax required to be shown 

6 due has been paid by the due date of the tax. 

7 b. The taxpayer voluntarily files an amended return and 

8 pays all tax shown to be due on the return prior to any 

9 contact by the department, except under a sanctioned self-

10 audit program conducted by the department. 

11 c. The taxpayer provides written notification to the 

12 department of a ~ederal audit while it is in progress and 

13 voluntarily files an amended return which includes a copy of 

14 the federal document showing the final disposition or final 

15 federal adjustments within sixty days of the final disposition 

16 of the federal government's audit. 

17 d. The taxpayer presents proof that the taxpayer relied 

18 upon applicable, documented, written advice specifically made 

19 to the taxpayer, to the taxpayer's preparer, or to an 

20 association representative of the taxpayer from the depart-

21 ment, state department of transportation, county treasurer, or 

22 federal internal revenue service, whichever is appropriate, 

23 that has not been superseded by a court decision, ruling by a 

24 quasi-judicial body, or the adoption, amendment, or repeal of 

25 a rule or law. 

26 e. Reliance upon results in a previous audit was a direct 

27 cause for the failure to pay the tax required to be shown due 

28 where the previous audit expressly and clearly addressed the 

29 issue and the previous audit results have not been superseded 

30 by a court decision, or the adoption, amendment, or repeal of 

31 a rule or law. 

32 f. Under rules prescribed by the director, the taxpayer 

33 presents documented proof of substantial authority to rely 

34 upon a particular position or upon proof that all facts and 

35 circumstances are disclosed on a return or deposit form. 
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1 g. The return, deposit form, or payment is timely, but 

2 erroneously, mailed with adequate postage to the internal 
3 revenue service, another state agency, or a local government 
4 agency and the taxpayer provides proof of timely mailing wi~h 

5 adequate postage. 
6 h. The tax has been paid by the wrong licensee and the 

7 payments were timely remitted to the department for one or 

8 more tax periods prior to notification by the department. 

9 3, AUDIT DEFICIENCIES. If any person fails to pay the tax 

10 required to be shown due with the filing of a return or 

11 deposit and the department discovers the underpayment, there 

12 shall be added to t~e tax required to be shown due a penalty 

13 of five percent of the tax required to be shown due. The 

14 penalty, if assessed, shall be waived by the department upon a 

15 showing of any of the following conditions: 

16 a. At least ninety percent of the tax required to be shown 

17 due has been paid by the due date. 

18 b. The taxpayer presents proof that the taxpayer relied 

19 upon applicable, documented, written advice specifically made 

20 to the taxpayer, to the taxpayer's preparer, or to an 

21 association representative of the taxpayer from the 

22 department, state department of transportation, county 
23 treasurer, or federal internal revenue service, whichever is 

24 appropriate, that has not been superseded by a court decision, 

25 ruling by a quasi-judicial body, or the adoption, amendment, 

26 or repeal of a rule or law. 

27 c. 

28 cause 

Reliance upon results in a previous audit was a direct 

:or the failure to pay the tax shown due or required to 

29 

30 

31 

32 

33 

34 

35 

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 taxpayer 

presents documented proof of substantial authority to rely 

upon a particular position or upon proof that all facts and 
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1 circumstances are disclosed on a return or deposit form. 
2 4. In case of willful failure to file a return or deposi: 
3 form with the intent to evade tax, or in case of willfully 

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

5 tax, in lieu of the penalties otherwise provided in this 

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

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

8 return or deposit form. If penalties are applicable for 

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

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

11 deposit form, the penalty provision for failure to file shall 

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

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

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

15 return or deposit form or willfully filing a false return or 

16 deposit form with intent to evade tax. 

17 ~he penalties imposed under this section are not subject to 

18 waiver. 

19 Sec. 7. Section 422.16, subsection 10, paragraph b, Code 

20 supplement 1989, is amended to read as follows: 

21 b. if-a~y-~e~~e~-e~-w~~~"e~a~~~-a~e~~-fa~~~-~e-~em~~-a~ 

22 iea~~-nine~y-peree~~-ef-~"e-~ax-a~e-w~~"-~ne-fi%~~~-ef-~"e 

23 ~em±mon~hiy 1 -mon~hiyy-er-~~ar~er%y-aepo~±~-form-o~-or-eefore 

24 ~he-d~e-aa~~~-or-pay~-=e~~-~~a~-~±~eey-peree~~-ef-a~y-~ax 

25 req~±red-eo-be-~~ow~-e~-~"e-~em±mo~t"~y,-mo~th~y,-o~-q~arte~±y 

26 aepo~~~-form,-the~e-~ha±i-be-added-to-the-tax-a-penaity-of 

27 E±fteen-peree~t-of-~he-amo~nt-of-t~e-eax-d~e,-exeept-a~ 

28 p~ov±ded-~n-~eet±o~-4%±,%7• 

29 fn-the-ea~e-of-w~iif~i-fa±i~re-to-f±±e-a-~em±mo~t"iy, 

30 month±y,-or-q~arteriy-depo~~t-form-with-inte~t-to-e~aae-tax-o~ 

31 w~i±ftti-f~~~n;-of-a-fai~e-~emimonthiy,-mon~hiy,-or-q~a~~e~~y 

32 aepo~it-form-with-in~ent-to-e~aae-tax,-in-±ie~-of-t"e-penaity 

33 otherwi~e-pro¥iaea-in-e"±~-~a~a~raph,-the~e-±~-aaded-to-ene 

34 amo~nt-req~~~ea-~o-be-~how~-a~-tax-on-the-~emimonth±y7 

35 mo~thiy,-o~-q~arte~±y-ae~o~±t-form,-~eventy-five-peree~~-of 
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1 ~"e-a~o~~~-o~-~"e-~ax~ In addition to the tax or additional 

2 tax, any person or withholding agent shall pay a penalty as 

3 orovided in section 421.27. The taxpayer shall also pay 

4 interest on the tax or additional tax at the rate in effect 

5 under section 421.7, for each month counting each fraction of 

6 a month as an entire month, computed from the date the 

7 semimonthly, monthly, or quarterly deposit form was required 

8 to be filed. The penalty and interest become a part of the 

9 tax due from the withholding agent. ~he-pe~aity-±~po~ed-~~de~ 

10 th±~-~Hb~ee~±e~-±~-~e~-~Hb;ee~-~e-wa±ve~~ 

11 Sec. 8. Section 422.25, subsection 2, Code Supplement 

12 1989, is amended to read as follows: 

13 2. In addition to the tax or additional tax 

14 the department under subsection 1, the taxpayer 

determined by 

shall pay 

15 interest on the tax or additional tax at the rate in effect 

16 under section 421.7 for each month counting each fraction of a 

17 month as an entire month, computed from the date the return 

18 was required to be filed. ~f-a~y-pe~se~-faii~-te-remit-a~ 

19 ±ee~~-~±~ety-pe~ee~t-e~-the-tax-d~e-w±th-the-~±i±~~-ef-the 

20 re~~r~-e~-er-befere-the-d~e-date;-or-pays-iess-tha~-~±~ety 

21 peree~~-ef-a~y-~ax-re~Hi~ed-~e-be-~hew~-e~-~he-~e~~~~~-~he~e 

22 ~haii-be-added-to-the-tax-a-pe~aity-ef-~even-a~d-one-haif 

23 pereent-ef-the-tax-dae,-exeept-as-p~evided-i~-seetion-4%±~%~~ 

24 ~~-ea~e-ef-wiiifai-faiiare-te-fiie-a-ret~rn-wi~h-±ntent-te 

25 evade-tax,-or-±n-ease-of-wii±fHiiy-f±iin~-a-fai~e-retarn-w±th 

26 ±~~ent-te-evade-tax,-±n-iiea-of-the-penaity-otherwi~e-p~e~ided 

27 ±n-this-sab~eet±on;-~here-sha%%-be-added-~e-~he-eme~n~ 

28 re~u±red-te-be-shewn-as-~ax-en-~he-~e~~~~-~even~y-f±ve-pereen~ 

29 ef~~he-emetl~~-ef-~he-~ax~--~he-penai~y-±mposed-~~der-th±s 

30 ~tlbseet±on-±s-not-stlb;eet-to-wa±~er7 In addition to the tax 

31 or additional tax, the taxoayer shall oay a oena1ty as 

32 provided- in section 421.27. 

33 Sec. 9. Section 422.58, subsection 1, Code 1989, is 

34 amended to read as follows: 

35 1. :f-a-per~o~-or-perm±~-hoide~-fa±i~-~e-rem±t-at-ieas~ 
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1 ninety-pe~eent-e~-tne-tax-d~e-with-the-fi~in~-e~-the 

2 ~emi~enth%y-er-month~y-tax-depe~±t-ferm-e~-retarn-en-e~-befere 

3 the-d~e-da~e7-er-pay~-~e~~-than-n±nety-pereent-of-any-tax 

4 ~eqaired-te-be-~hewn-en-the-reta~n,-exeeptin~-the-pe~±ed 

5 between-the-eemp~et±en-ef-an-exam±natien-ef-the-bee~~-and 

6 reeord~-of-a-taxpaye~-and-the-~iving-of-not±ee-te-~he-taxpaye~ 

7 that-a-tax-or-additiona%-tax-i~-d~ey-the~e-~ha%~-be-added-to 

8 the-tax-a-pena~ty-e~-~i~teen-pe~eent-of-the-amoant-e~-the-tax 

9 dae 7 -exeept-a~-p~ev±ded-±n-~eetion-4%%.%~.--!n-ea~e-ef-w±%%~a± 

10 fa±;a~e-te-fi%e-a-sem±~enth%y-er-~onth~y-tax-deposit-form-or 

11 retarn7-w±~~~a~-~±~±n~-e~-a-fa%se-se~imonth%y-or-month~y-tex 

12 depo~it-fo~m-er-~etarn-or-w±;:£a~-fi%ing-of-a-fa%~e-o~ 

~3 f~aada%ent-~emimonth~y-or-month%y-tax-depe~it-ferm-or-retarn 

14 with-±ntent-to-evade-texy-±n-±±ea-of-the-pena%ty-otherwi~e 

15 prov±ded-±n-thi~-~ab~eet±on,-the~e-~ha%%-be-added-to-the 

16 amo~nt-reqai~ed-to-be-~hown-a~-tax-en-the-sem±month%y-or 

17 menth%y-tax-depos±t-form-or-retarn-seventy-f±ve-pe~eent-of-the 

18 amoant-of-the-tax. In addition to the tax or additional tax, 

19 t~e taxpayer shall pay a penalty as provided in section 

20 421.27. ~he taxpayer shall also pay interest on the tax or 

21 additional tax at the rate in effect under section 421.7 for 

22 each month counting each fraction of a month as an entire 

23 month, computed from the date the semi~onth1y or monthly tax 

24 deposit form or return was required to be filed. 

25 and interest shall be paid to the department and 

The penalty 

disposed of 

26 in the same ma~ner as other receipts under this division. 

27 Unpaid penalties a~d interest may be enforced in the same 

28 manr.er as the tax imposed by this division. ~he-pena±ty 

29 ±mpo~ed-ander-th±s-sabseet±on-±s-not-sab;eet-to-wa±ve~. 

30 Sec. 10. Section 423.18, subsection 1, Code 1989, is 

31 amended to read as follows: 

32 1. ff-a-pe~~en-or-permit-he%der-fei~~-te-remit-at-%east 

33 ninety-pe~eent-of-the-tax-dae-w±th-the-f±%±n~-of-the-month%y 

34 depe~it-fo~m-or-retarn-on-o~-before-the-dae-date,-or-pay~-=e~~ 

35 than-n±nety-pereent-of-eny-tax-reqa±~ed-to-be-~hown-on-the 
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1 mon~~~y-depo~it-eo~m-e~-~et~~n,-exeept±n~-t~e-pe~±od-between 

2 t~e-eemp~e~ion-oe-an-exam±natien-oe-t~e-bee~~-and-~eeo~d~-eP-a 

3 taxpaye~-and-t~e-~±~±n~-of-net±ee-to-t~e-taxpaye~-t~a~-a-tax 

4 e~-add±t±ena~-tax-i~-d~e,-~~e~e-~~ai%-be-added-~o-t~e-tax-a 

5 penaity-of-~e~en-and-one-~a~f-pe~eent-oe-t~e-tax-d~e7-exeept 

6 a~-p~ovided-in-~ee~ion-4i%~?~~--Fe~-tex-dae-ande~-~eet±on 

7 4~3~9,-t~e-penaity-~he±i-be-e±eteen-pe~eent~--in-ea~e-oe 

8 wiiieai-eaii~~e-to-fiie-a-menthiy-depe~±t-ee~m-e~-~et~~n, 

9 w±iifaiiy-f±~±n~-a-fai~e-menth±y-depe~it-eo~m-e~-~et~~n,-o~ 

10 wii~ea~~y-f±i±n~-a-eai~e-e~-f~a~d~%ent-monthiy-depo~it-fo~m-o~ 

11 ~et:~n-with-intent-to-e~ade-tax,-±n-i±e:-ef-the-pena~ty 

12 et~e~wi~e-p~ov±ded-in-t~i~-~~b~eetion,-the~e-~haii-be-added-to 

13 t~e-emoant-~e~~±~ed-to-be-~hewn-a~-tax-on-the-menthiy-depe~it 

14 fo~m-o~-~eta~n-~e~enty-fi~e-pe~eent-of-t~e-amoant-of-t~e-tax~ 

15 In addition to the tax or additional tax, the taxpayer shall 

16 pay a penalty as provided ~n section 421.27. The taxpayer 

17 shall also pay interest on the tax or additional tax at the 

18 rate in effect under section 421.7, for each month counting 

19 each fraction of a month as an entire month, computed from the 

20 date the ~onthly deposit form or return was required to be 

21 filed. The penalty and interest shall be paid to the 

22 department and disposed of in the same manner as other 

23 receipts under this chapter. Unpaid penalties and interest 

24 may be collected in the same manner as the tax imposed by this 

25 chapter. ~~e-penaity-impo~ed-~nde~-thi~-~=b~eet±on-±~-not 

26 ~abject-to-waive~~ 

27 

28 

29 

30 

31 

32 

33 

34 

35 

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

1989, is amended to read as follows: 

l. if-a-depoaitor-faiia-to-remit-at-~ea~t-n±nety-pereent 

oP-the-e~ar~e-dae-w±t~-the-fiiin~-of-the-~et~rn-on-e~-beeo~e 

the-d~e-date,-or-paya-ieaa-than-ninety-pereent-of-any-ehar~e 

~eqa±red~to-be-~hown-on-the-retarn,-exeept±n~-the-per±od 

between-the-eompietion-of-an-exam±nation-of-the-boo~a-and 

reeo~d~-of-a-ehar~e-payer-and-the-9ivin9-of-notiee-to-the 

ehar9e-payer-that-a-eha~9e-o~-additionai-ehar~e-i~-d~e,-there 
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1 ~hat%-be-aeeee-~e-~he-eharge-a-pe~at~y-o~-~t~~ee~-peree~~-o~ 

2 ~~e-a~o~n~-o~-~he-eharge-e~e,-exeep~-a~-pro~±ded-±~-~ee~±on 

3 4%t~%~.--i~-ea~e-of-w±rrf~r-~air~re-~o-fire-a-re~~rn-or 

4 wirt~at-~±~±~g-ef-a-fai~e-retarn-w±th-±ntent-to-e~aee-eharge~, 

5 ±n-t±ea-of-the-pena%ty-otherw±~e-pro~ided-in-th±~-~ab~eet±on, 

6 there-~ha%%-be-added-to-the-amoant-reqaired-to-be-~hown-a~-a 

7 eherge-on-the-retarn-~e~e~ty-fi~e-pereent-of-the-ame~~t-ef-~he 

8 eharge~ In addition to the charge or additional charge, the 

9 charge payer shall pay a oenalty as provided in section 

10 421.27. The charge payer shall also pay interest on the 

ll charge or additional charge at the rate in effect under 

12 section 421.7 for each month counting each fraction of a month 

13 as an entire month, computed from the date the return was 

14 required to be ~iled. The penalty and interest shall be paid 

15 to the depar:ment and disposed of in the same manner as the 

16 charge imposed under this chapter. Unpaid penalties and 

17 interest may be enforced in the same manner as the charge 

18 imposed by this chapter. 

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

20 follows: 

21 450.63 MATURITY OF TAX -- INTEREST -- PENALTY. 

22 :~ All taxes not paid within the time prescribed in this 

23 chapter are subject to a penalty as provided in ~~b~eet±on-% 

24 section 421.27 and shall draw interest at the rate in effect 

25 under section 421.7 until paid. 

26 %~--f~-a-per~en-tiabte-for-the-payment-of-tax-a~-~tated-in 

27 ~eetion-458~5-fa±%~-to-rem±t-a~-rea~t-ni~ety-peree~t-of-the 

28 rax-dae-with-the-f±ri~g-of-the-retarn-on-or-before-~he-dae 

29 date-or-pay~-ie~~-than-n±~ety-pereent-of-any-tax-reqaired-~o 

30 be-~~ow~-o~-~he-ret~rn,-~here-~haii-be-added-~e-~he-~ax-a 

31 penaity-of-~e~en-and-one-har~-pereent-of-the-amoa~t-of-the-tax 

32 dae,-exeept-a~-pre~tded-in-~eet±en-4%%.%9.--~he-pe~ai~y 

33 i~po~ed-ander-thi~-~ab~eetien-i~-not-~ab;eet-to-wai~er~ 

34 Sec. 13. 

35 This Act takes effect January 1, 1991. 
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1 Sec. 14. 

2 Sections 1 through 4 and 6 through 11 of this Act are 

3 applicable to tax years beginning on or after January 1, 1991. 

4 Sec. 15. 

5 Section 12 of this Act is applicable to deaths occurring on 

6 or after January 1, 1991. 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

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 failure 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 5 percent penalty for a deficiency found on audit; 

21 and 

22 (4) A 75 percent penalty for willful failure to file a 

23 return or deposit form or for willfully filing a false return 

24 or deposit form with the intent to evade the tax. 

25 There are circumstances set forth under which the penalty 

26 will not be assessed. 

27 The bill takes effect January 1, 1991. Sections 1 through 

28 4 and 6 through ll are applicable to tax years beginning on or 

29 after January 1, 1991. Section 12 of this bill is applicable 

30 to deaths occurring on or after January 1, 1991. 

31 

32 

33 

34 

35 
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SENATE riL£ 2104 

AN ACT 
9El.ATING TO PENALT'i AND INTER&ST ON CIGARETTE, TOBACCO, MOTOR 

FUEL, INDIVIDUAL INCOME, WITHKOLDlNG, CORPORATION INCOME, 
i'RANCHISE, SALES, USE, RETAILER'S USE, ENVIRONMEN"l'AL PROTECT­

ION CUARG£, INHERITANCE, GENERATION SKIPPING TRANSFER, AND 

ESTATE TAXES, AND PROVIDING EFFECTIVE AND APPLICABILIT~ 

OATES. 

BE IT ENACTED BY THE GENERAL ASSEMBLr OF THE STATE OF IOWA1 

Section l. Section 9&.48, Code 1989, is a~ended to read as 

follows' 
96.28 ASSESSMENT OF TAX 8¥ DEPARTMENT -- IN'I'EREST -­

PENALT'i'. 
If after any audit, exaalnation of recorda, or other 

tnveatlgation the departaent tlnda that any peraon haa sold 
cit;arettee without' &tampa affixed thereto aa required by thh 
diviaion or-that-any-paraon-hae-failed-~o-pay-at-least~ninety 
pereeftt-ot-any-~••-i•po•••-apon-the-person, the depart~ent 
ahall fi~ and deter~lne the •~ount of tax due, and shall 
asaeaa tha tax agalnat the peraon, t09ether with a penalty of 
anen-an~-one-halt-pereent-of-th:e-aeoctlt-of-the-ta••-except a a· 
provided in a~ctlon 6Jl.27. The taxpayer ahall pay interest 
on the tax or additional tax at the rate deter~ined under 
aection •ll.7 countin~ each traction of a month aa an entire 
~onth, co~uted fro~ tha date the tax waa due. It any person 
falla to furniab evidence aatisfactory to the director aho~lng 
purchases of aUfticient atampa to stamp unatamped cigarette• 
purchased by the peraon, the presu~ption shall be that the 
ci9arettea were aold ~lthout the proper ata~ps atfixed 
thereto. Within two ~eata •fter the return la flled or within 

• 
Senate File 2304, p. 2 

two year a after the return became due, whichever la hter. tne 

depart=ent shall examine it the return and deter~ine the 
correct amount of tax. 

Sec. 4. Section 96,46, subsection 3, Code 1969, ia •~ended 
by strikln~ th~ subsection and inserting in lieu thereof the 

following& 

J. In addition to the tax or additional tax, the taxpayer 
shall pay a penalty aB provided in aectlon 421.27. 

Sec. l. Sectton 32t.6S, unnumbered paragraph 1, Code 
Supple~ent 1919, is amended to read ae followas 

ff-e-ltcenaee·o~-&ther-pereon-feile-to-restt-at-least 

~tnety-pereent·of-the-ta•-due-witft-tfte-flllnt-of-the-retdrn-on 

or-betore-the-4ae-date-or-pay•-l•••-then-nlnety-pereent-of-•ny 
ta•-req~ired-to-be-ahown-on-the-returnr-there-aheit-be-ad~e~ 

to-the-te•-•-penalty-of-ae•en-and-o~e-heif-pereent-of-the 

••ecnt-ol-the-ta•-duer-ewcept-aa-pro•ided-tn-•eetion-4ilTi~T 

lhe-penelty-iapoee•-an~er-thia-eeotion-ia-not-eub;eet-to 

wai¥erT In addition to the ta~ or additional tax, the 

taxpa~!! ... shall .. .2!I.......!...~"al!_l_aa _provided in section 421.27. 
'I't\e tupayer "shall also pay interest on tho tax ·or additional 
tax· at the rate in effect under aectlon 421.7 counting each 
traction of a month ae an ent~re month, computed fro~ the date 
the return was required to be filed. It the amount or the tax 
•• determined by the appropriate atate agency la leaa than the 
amount paid, the exceaa ahall be retunde4 with interest, the 
interest to begin to accrue on the tlr1t day of the third 
calendar ~onth following the date of payment or tha date the 
return waa due to be filed or was filed, whichever ia the 
latest, at the rata in effect under aectlon 421.7 countinq 
each traction of a month aa an entire month under the rules 
prescribed by the appropriate atate agency. In lieu of a 
refund allowed under this section, the licensee ~•Y request 
thdt the department allow the refund to be held aa a credit 
for the licenaee. 

' 
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Sec. 4. Section 324.65, unnumbered para~r•ph l, Code 
Supplement 1989, is amended to re~d as follo~at 

The ~ppropriate state a~ency shall not remit any part of a 
penalty for delinquent payment if the delinquency results fro~ 
the fact that a check ~iven in payment is not honored because 
of insufficient fund! in the account upon which the check was 
drawn. Hoveverr-tf-tt-eppeers-as-a-res~lt-of-an-t~vesti~aticn 

that-there-has-been-a-deltberate-atte~pt-on-the-part-of-a 

ticenaee-or-cther-person-tc-e•ade-pay~ent-cf-f~•l-tax•a-there 

ahakl-be-added-to-tne-asses•ment-a~atnst-the-offendin9-peraon 

and-colieeted-a-penalty-of-ae•enty-ftve-pereent-ot-the-ta" 

due: A report required of licensee& or persons operat1n~ 
under dlvislon 111, upon which no tax is due, ia aubject to a 
penalty of ten dollars it the report Js not ti~l~ filed with 
the st~te department of transportation. 

Sec. 5. Section 421.7, aubaection 2, Code 1989, is amended 
to read as tollows1 

2. The rate of intereat that shall ba ln effect during a 
calendar year shall be the rate ~hich is two percentage points 

i!!!!!£_~ the numerical average, rounded to the nearest one 
percent, ot the respective prime rates for each ot the ~onthe 
in the twdlve-month period that ends September lO of thd 
previou1 calendar year. The rate of 1nteceat established by 
thlt tubeection takes effect January 1, and appliee to any 
amount which ia due or becomet payable on or after that date. 

Sec. 6. Section 431.17, Code 8upple~ent lt&t, it amended 
by add!n~ the followini new tubeectionJ 

NEW &U&IfCflON, 6, Thl taxpayer W&l tubject to the 
pen•lty provielon of aection 42l,lS 1 1ubeection 2, and wae 
1li9ible to co~pute tax•ble inca~• under the caeh rece1ptl and 
disbursements method ot accounting under section 448(bl\l) of 
the internal Revenue Code. The waiver provision in th1& 
paragraph ~pplies only for tax years be9lnning ln the 1985 and 
1986 calendar years and only to the extent that the ta~payer 
tailed to include in its net inco~e fot at~te tax purposes 
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interest payable on ahort-term obligations aa it accrued 
durin~ those tax years as prov1ded in aeCtlon 1281 of the 
Internal Revenue Code and provided that an •~ended return ls 

filed by July l, 1990. 
Sec. 7. Section 421.27, Code Supple~ent 1989~ is amended 

by strik1nq the section and tnserting in lieu thereof the 

follow in~: 
421.27 PENALTIES. 

l. FAILURE TO TIMELY FILE A RETURN OR DEPOSIT FORM. It a 

person tails to file with the depactaent on or before the due 
date a return or deposit for~ there shall be added to the tax 
shown due or required to be shown due • penalty of ten percent 
ot the tax ahown due or required to be ahown due. The 
pen•lty 1 it aaeeased, ehall be waived by the department upon a 
ahowlng of any of the following condltions1 

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

b. Those taxpayer& who are required to file quarterly 
returns, or monthly or semimonthly deposit forma may have one 
late return or deposit for~ within a three-year period. The 
use of any other.penalty exception w1ll not count as a late 
return or depoait form for purpoaes of this exception. 

c. ~he death of a taxpayer, death of & member of the 
i~e~i•te family of the t•xpayer, Of death of the person 
directly re•pona1ble tor tillni the return and payin9 the tax, 
when the de&th lnterterea with timely tiling, 

d. The onaet ot •erioue, long-ter~ illnea• or 
hospitalization of tho taxpayer, or a member of the immediate 
family of the taxpayer, or of the pareon directly responsible 
tor filinq the return and paying the taa. 

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

f. The taxpayer presents proof that the taxpayer celled 

upon applicable, documented, ~ritten advice specifically =ada 
to the ta~p&yer, to the ta•pdyer'a pceparer, or to an 
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aaaoc•atton representative of the taxp~yer fro~ the 

department, state department of transportation, coonty 

treasu(er, Dr federal internal revenue ~ervice, whichever 1a 

appropriate, that has not been superseded by a court decision, 

rulin9 by a quaai-judici~l body, or the adoption, amendmer\t, 
or repeal ot a rule or law. 

g. Reliance upon results 1n a previous audit was a direct 

cause for the fatlure to file where the pravloua audit , 
&Mpressly and clearly addrea&ed the issue and the previous 
audit results have not been superseded by a court decibion, or 
the adoption, amendment, or repeal of a rule or law. 

h. Onder rules prescribed by the director, the taxpayer 
presents documented proof of aubstantial authority to rely 
upon a particular position or upon proof that all facta and 

circuQatancea are disclosed on a return or depoait form. 
i. The return, deposit form, oc pay~ent le ti~ely, but 

erroneously, mailed with adequ•te posta~e to the internal 
revenue service, another &tate a~ency, or a loc•l ~overnment 
a9ency and the taapayer provide• proof of timely mailing with 
adequate posta9e. 

j. The tax has been ~ld by the wrong licenaee and the 
payments were ti~ely re~itted to the department for one or 
~re tax period& prior to notification by the depart~ent. 

k. The failure to file waa discovered throu9h a sanctioned 
aelf-audlt program conducted by the depart~ent. 

4. PAILUR£ TO TIMELY PAY TMB T~X SHOWN DUE, OR THE TAX 
ACQUIRED TO 8£ SHOWN DUE WITH THE FILING OF A RETURN OR 
DEPOSIT FORM. If a peraon fails to pay the tax shown due or 
required to be shown due on a return or depoait form on or 
before the due date there ahall 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 aseeaaed, ahall be waived by the 
department upon a sho~in9 of any of the following conditione: 

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

• • 
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b. The taxpayer voluntarily fllea an amended return and 
pays all tax shown to bm due on the return prior to an~ 
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 aodit while it is in pro9resa and 
voluntarll~ filea an •aended return which includes a copy ot 
the federal dpcument ahowln9 the final diapoaltlon or final 
ted~ral adjuatmenta within alxty daye of the tlnal disposition 
of the federal 9overnment'a audit. 

d. The taxpayer preaent1 proof that the taxpayer relied 
upon applicable, documented, written advice specifically ~de 
to the taxpayer, to the t~xpayer'• pcep•rer, or to an 
association representative of the taxpayer fro• the depart­
~ent, state department of transportation, county treasurer, or 
federal internal re~enue aervlce, whichever la appropriate, 
th•t haa not been superseded by a court declalon, rulin~ by a 
quaai-judlclal body, or tbe adoption, a~endment, or repeal of 
a rule or law. 

e. Reliance upon result& ln a previous audit was a direct 
cause tor the failure to pay the tax required to be ahown due 
where the previous audit expressly and clearly addressed the 
laaue and the previous audit. result& have not been superseded 
b~ a court declalon, or the adoption, amendment, or repeal of 
a rule or law. 

f. Under rules preScribed by the director, the taxpayer 
presents docu~ented proof of subatantlal authority to rely\ 
upon a particular poaition or upon proof that all facts and 
circumstance• are disclosed on a return or depoalt for~. 

9• The return, depoalt form, or payment la timely, but 
erroneously, ~ailed with adequate poata9e to the internal 
revenue eervlce, another stat~ a9ency, or a local 90vern~ent 
agency and the taxpayer provides proof ot timely malting w1th 
ad8quate poata~e. 

(/) 
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h. The tax has been p.tid by the . .,ron9 licensee and the 
payments wer41 timely rel'llitted to the departruent for one or 
more t~x periods prior to notification by the depart~ent. 

), AUDI7 O£FICIENClES. It any person falls to pay the tax 
required to be shown due with the filin~ 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 
ot Ove percent of the U:4 required to be "shown due. 'I'he 
penalty, it asses:led, shdlll be w.aived by the departlllent upon a 
showin9 ot any ot the following conditions: 

a. At least ninety percent of the tax required to be sh~n 
d~e has been paid by the due date. 

b. 'I'he ta~payer presents proof that the taxpayer relied 
upon applicable, document4td, written advice apaclfically D\.ade 
to the taxpayer, to the taxpayer's preparer, or to an 
association repre~entatlve of the taxpayer from the 
depart~ent, state department of transportation, county 
treasurer, or federal internal revenue service, whichever la 
appropr~ate, that has not been super$eded by • court decision, 
rulin9 by a quasi-judicial body, or the adoption, amend~ent, 
or repeal of a rule or law. 

c. Reliance upon reaulte in a previoue audit was a direct 
cause for the faLlure to pay the tax shown due or required to 
be ahown due where the previous audit e~preealy ~nd cl~arly 
addreaaed the iaaue anO the previous audit reeulte have not 
been auperaeded by a court decision, or the adoption, 
aMendment, or repeal of • rule or law. 

d. Under rulea preacribed by the director, the taxpayer 
preaent1 docu~ented proof of aubatantial authority to rely 
upon a partic~lar position or upon proof that all facts and 
circumstances are discloaed on a return or depoait for~. 

~. ln case of willful failure to file a return or depoait 
Cor~ wlth tha intent to evade tax, or in case of willfully 
filln~ a false ·return or deposit foe~ with the intent to evade 
tax, in lieu of the penalties otherwise piovided in thla 
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section, a penalty of seventy-flve percent shall be added to 
the amount shown due or 

toea. 
required to be shown as tax on the 
rt penalties are applicable for return or deposit 

failure to tile a return or deposit form and failure to pay 
the ta~ shown due or required to be ahown due on the return or 
deposit form, th·e penalty provision for failure to tile shall 
be in li~u of the penalty provisions tor failure to pay the 
tax shown due or required to be shown due on the return or 
deposit focm, e~cept in the case of willful failure to file a 
return or deposit for~ or willfully filin9 a falae return or 
deposit form with intent to evade tax. 

7he penalties impoaed under thia aectlon are not subject to 
waiver. 

Sec. 8, Section t22.1~, subsection 10, paraqraph b, Code 
Supplement 1989, la am~nded to read aa follows: 

b. lf-a"r-parson-or-w2th~oidiftt-•te"t-fai\a-to-remtt-ee 

ie•et-"inety-perceftt-of-the-ta•-due~w•th-the~ftling-of-the 

ee•i•onthSr7-aonthlr7-or-querterly-Cepoeit-tor•-on-or-before 
the-dae-date,-or-pare~leas-thaft-ninetr-perce"t-ot-anr-t•• 

weqwired-to-be-ehow"-on-the-se•isonthlyy-ao~thty,-or-qaarte~iy 

depostt-for•y-there-a~atl-be-adde•-to-the-ta•-a-penelty-of 

ttfteen-percent-ot-the-aaoant-of-the-tex-daey-exeept-ae 
p~owi~ed-i"-aection-4ilTifT 

ln-the-eose-of-wiilfal-fatiare-to-ftte-a-eeai~o"thlyy 

•onthly,-o~-qu•~terlr-depoeit-fora-wlth-intent-to-ewade-ta•-ot 

witlfut-tilint~of-a-fal•e-a!aisonthlyT-aonthtyy-or-quatterly 

depoett-for•-wtth~tnteftt-to-e~ede-ta•y-ln-lieu-of-the-penalty 

other•t•e-pro•ided-ln~thi•-paragraph7 -there-t•-added-to-tfte 

eeoant-reqaired-to-be-ehown-ae-tax-o"-the-se•i•onthly7 
monthiy,-or-querterly-depoeit-for•7 -•e•e~tr-fi•e-percent-of 

the-a~ou"t-of-the-taxo ln addi~ion to the tax or add1tional 
t•x, any pe!son or withholding !gent shall pay a penalty as 
erovided in_section 421.47. The taxpayer shall also pay 
intere9t on the ta~ or additional tax at the rate in effect 
under section t2l.7, tor each ~onth counting each fraction of 
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a ~onth as an entire month, co~puted fro~ the date the 

se~iQonthly, monthly, or quarterly deposit form waa required 

to be flled. 7he penalty and interest become a part of the 

tax d~e from tne withholding agent. !he-9enaity-ispcsed-ander 

this-sabseetton-ia-not-aab;eet-to-wai¥er~ 

Sec. 9, Section 422.2S, subsectiOn 2, Code Supplement 
1989, is amended to read as followa: 

2. In .tddition to the tax or additional tax determined by 

the depart~ent under subsection l, the taxpayer shall pay 
interest on the tax or additional tax at the rate ln effect 

under section 421.7 for e&ch 11onth countin9 e•ch traction of & 

~onth &a an entire ~onth, computed fro~ the date the return 

was required to be tlled. tf-any-person-faila-to-reait-at 
leaat-ninety-perc~nt-of-tne-tax-4ae-wtth-the-filtnt-of-the 

retarn-on-or-before-the-due-dater-or-pays-leaa-than-nlnetr 
p~rcent-ot-eny-tax-reqaired-to-be-a~own-on-the-retarnr-there 

ahell-be-edded-to-the-ta•-a-penalty-of-sewen-and-one-helf 
percent-ot-the-tax-daer-except-a•-provlded-in-seetton-4ilTifr 
ln-cas~-o!-wtllfal-failare-to-file-a-retarn-with-lntent-to 

ewade-tax,-or-in-caae-of-wlllfallr-filln,-e-falae-retcrn-with 
intent-to-ewede-tex 1 -tn-ltea-of-tha-penelty-otherwlae-prowided 
in-thia-scbaectton,-thera-shall-be-added-to-tha·e•ount 
r e_qa i u d -to- be-~hewn -a a- ta •-oft -the- r • t c rn-a e .. nt r-t i we-pa rc ant 
o~the-aaoant-of-the-ta••--~he-penaity-iapoaad-undar-thia 

aubsectton-ta-not-acD;eet-to-wai~•r~ In addltlon to the tax 
or additional tax, th! taxpayer shall pay a penaltl_!! 
provided in aection 421.27. 

Sec. 10. Section t22.SB, subaection l, Code 1989, 1& 
amended to read aa followaa 

1. tf-a-peraon-or-parait-holdor-faila-to-re•it-at-least 
ntnetr-percent-of-the-ta•-dae-with-the-ft&tnt-of-the 
••~•~onthly-or-•onthlr-te•-depoait-fora-or-ret~rn-on-o~-before 

~he-dae-deter-or-paya-lesa-tha~-ninety-pereent-of-any-tax 

req~treG-to-De-ahown-on-the-retdtnr-exceptint-the-period 

Detween-the-co•pletlon-of-an-exaeinattcn-ot-the-bcoks-and 
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recorda-of-a-texpayer-and-tho-Qivin,-cf-notice-to-tha-taxpayer 
thet-a-~••-or-edditional-tax-ia-dae,-there-ahall-De-a4ded-to 

the-tax-a-pe~alty-of-f~tte~n-parce~t-of-the-a•cant-of-the-taw 
daer-exeept-as-prowide4-in-aection-4ilTiiT--fn-caae-of-willtal 
failare-to-ftle-a-aeaiscnthiy-or-Monthly-tew-dapoait-for~-Ar 

retarnp-willtai-filint-of-a-fal••-••eieonthlr-or-sonthly-tex 
depoatt-for~-or-retarn-or-willful-ftiint-of-e-f•lae-or 

freadclent-seeisonthly-or-eo~thly-ta•-depoait-fora-or-retarn 

•tth-intent-to-evade-tox1 -in-liec-of-the-panalty-otherwiae 
prowided-in-thia-sablactionr-thar•-ahalt-Da-added-to-the 
aa~ant-reqcired-to-be-shown-ea-tex-on-tha-eeat•onthly-or 

aoftthly-ta•-depoait-for•-or-retarft-aewenty-tiva-parcent-of-the 
a•oant~ot-the-ta•T ln addltion to the tax or additional tax, 
the t&•payer ahall par • panaltv •• provlded in aection 
421.27. The taxpayer ahall also pay tntereet on the tax or 
additional tax •t the rate in etCect under eection 421.7 tor 
each month countin9 each traction oC a ~nth aa an entire 
month, ca~puted from the date the semi~onthly or monthly tax 
deposit !or~ or return ~•a requlrad to be tiled. The penalty 
and intereat shall be paid to the department and disposed of 
in the aama ~anner aa other recelpte under thia dlvlaion. 
Unpafd pen.altha and Interest m&y be enforced ln the eame 
manner aa the tax impoeed by thle diviaion. Yha-penatty 
iapoaed-ander-thia-••Daection-ie-not-aab1act-to-waiverT 

Sec. 11. 9ectlon f2l,l8, eubeectlon 1, Code li89, ia 
am.ende,d to u.ad .aa followa1 

l. ft-a-peraon-or-pera•t-hotde~-feila-to-reeit-at-ieaat 

ninaty-pereant-of-tha-t••-4ce-with-tha•tliint-of-the-•onthky 
depoait-for•-o~-raeurn-on-or-before-the-Gue-date1 -or-paya-taas 
then-nlneey-percene-ot-enr-ta•-reqctred-to-be-ahown-on-the 
aonthly-dapoatt-for•-or-ratarnr-e•ceptint-the-perio'-between 
the-compi~tion-of-an-e•aainetton-of-the-hoo~a-and-tecorda-of-a 

teMpa)'er-and-the-,iwin.-of-notice-to-the-te•payer-that-e-ee• 
or-addttional-tec-ia-dae 7 -there-ehall-be-added-to-the-te•-a 
penelty-ot-se•en-and-one-halt-percent-of-the-te•-daer-e•cept 

Cll ., 
i 
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aa-proYided-t~-,eetion-tiirilo--~or-tax-dae-under-aection 

4i~o~7-tne-pe~~•~r-,nail-be-ftf~ee~-percento--tn-ease-of 

wtlkfal-fatlare-to-tile-a-~onthly-depo,it-tor•-or-retarnr 

wiltfaily-filin~-•-tatae-eonthly-deposit-for~-or-retarno-or 

wtilfully-fiiin9-a-false-or-froadatent-Monthly-depoait-form-or 
retcrn-wtth-tntent-to-e•ade-taw,-tn-ltea-of-the-penalty 
otnerwtae-prowtded-tn-thia-,abeeetion7-there-shall-be-added-to 
the-aeount-reqaired-to-be-shown-aa-tax-on-the-Monthiy-deposit 
fore-or-return-ae•entr-ttve-pereent-of-tne-eeoant-of-the-tawo 
!n addition to the tax or ~dd1t1onal !••• the taxpayer shall 
2!l_!_£!nalty aa provided 1~ section 42!~~ The taxpayer 
ahall also pay interest on the tax or additional tax at the 
rate ln ettect under aectlon 421.7, !or each month countinq 
each traction ot d month aa an entire month, computed fcom the 
date the conthly depoait tocm or return was required to be 
filed. tne p~nalty and intereat ahall be paid to the 
depart~ent and disposed of ln the sa~e ~anner ae other 
r'Telpts under this chapter. UnpAid pena.ltles and interest 
~·~ be collected 1n the sa~e manner aa the tax imposed by thls 
chapter. Yhe-penalty-tepoaed-under-thts-subaecttoft-ta-not 
eaDjeet-to-•aiYetT 

Sec. 11. Section 42t.l7, eubaectlon 1, Code Supplement 
19&9, le a~ended to read as !ollowa: 

l. ft-a-depoattor-fatle-to-re•tt-at-leaat-fttnety-pe~c•~t 

of-the-cnarte-dae-•ith-tfte-ttllnt-ol-the-ret•rn-on-or-betore 
the-dae-date,-or-pere-lese-~ftan-ntnety-percent-ot~•ny-cftart• 
rt.aira4-te·De-ehown-on-tha-ret~rn7-••c•pttnt-the-per~od 

Detween-the-coapketton-of-en-••••inatton-ot-the-books-and 
record•-ot-a-charte-payer-end-the-ti•int-of-notiee-to-the 
charge-payer-that-a-ehtrte-or-addtttonal-chart•-••-due7-thare 
shatl-be-added-to-tne-cherta-e-peneltr-ot-ftfteen-pereeftt-ot 
the-aeount-of-the-chOt9e-dae~-except-ea-pro•lded-tn-aectton 

4ilri~o--fn-eeae-ot-wtlltui-teilure-to-ftle-e-retarn-or 

•ilifaZ-ftlint-of-a-fetse-retarn-with-intent-to-e•eda-char,es7 

in-iieu-ot-the-panalty-otfterwt•e-provtded-tn-thle-aubaectionr 
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there-shoil-be-edded-to-the-eeount-reqatrad-to-be-ahown-ea-a 
eher,e-on-the-retarn-ae•enty-fiye-pareent-of-the-a•oant-ot-the 
ehar9eo ~!~~ttion to the charge or ad~i~lonal charge, the 
charge pat!r sha!l_£!y a penalty as provided ln aectlon 
!!l!!?~ The charge payer &hall also pay interest on the 
charge or additional charqe at the rate ln effect under 
section 411.7 for each ~ontn counting each fraction of a month 
as an entire =onth, co~puted from the date the return waa 
required to be filed. The penalty and interest ehal1 be paid 
to t~a department an4 dlaposed of in the ••~e ~anner aa the 
charge !~posed under this chapter. Unpaid pena1tlea and 
interest may be enforced in the aa~e ~anner ae the charqe 
imposed by t"hle chapter. 

Sec. ll, Section t50.6l, Code 1989, le amended to read as 
followst 

4S0.6l MATURITY OF TAX -- INTEREST -- PENALTY. 
iT All taxes not paid wlthln the ti~e prescribed in thia 

chapter are subject to a penalty ae provided ln eubseetton-i 
aectlon 421.17 and shall draw interest at the rate ln effect 
under section 421,7 until paid. 

iy--ff-a-per•on-ttebie-tor-the·pay•ent-of-tax-ea-stated-in 
aeetton-tS9T5-taita-to-testt-at-lea•t-ntnety-peteent-ot·the 
ea•-4ae-with-the-tttlnt-ol-tha-retarn-on-or-before-the-dae 
date-or-pere-Zeea-than-ntnety-pereent-of-any-kex-reqatred-to 
be-ahown-on-the-returny-there-ahell-be-addeG-to-the-tax-e 
penelty·of-•e•en-end-one-halt-peteent-~f-the-aaount-of-tha-ta• 

dae,-e•eept-ea-pro•lded-in-$ectlon-41l•if¥--9he-penelty 
tepoaed-•ndar-thta-aaD•eetion-la-not-••Dieet-to-wel•arr 

Sec. U. 
Thi• Act take& effect. January l, 1991, 
Sec. lS. 

S&ctlon 6 of thia Act applies retroactively to tax year& 
beqinning ln the 1985 and 1986 calendar years. 

Sec. 16. 
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Sections 1 through 4 and 7 through 12 of this Act are 

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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