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1 An Act relating to sta~e tax procedures, practices, and pena~ties 

2 ar.d providing effective and applicability date provisions. 
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l Amend Senate File 2320 as follows: 
2 1. Page 7, line 6, by striking the word 
3 "limitations" and inserting the following: 
4 "limitation". 
5 2. Page 17, line 24, 
6 3. Page 17, line 29, 
7 ''January" the following: 
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by striking the word ''a". 
by inserting before the word 

"or after ... 
By WILLIAM D. PALMER 

- 21 
--·· 2 2 

TLSS .1797SV 75 



S.F. :<.3~ H. F. 

l Section l. NEW SCCT[ON. 421.60 TAX PROCEDURES AND 

2 PRACTICES. 

J 1. SHORT TITLE. This section shall be known and may be 

4 cited as the ''Tax Procedures and Practices Act•'. 

5 2. PROCEDURES AND PRACTICES. 

6 a. The department shall prepare a statement which sets 

7 forth in simple and nontechnical terms all of the following: 

8 (l) The rights of a taxpayer and the obligations of the 

9 department dur1ng an audit. 

10 (2) The procedures by which a taxpayer may appeal an 

ll adverse decision of the department, including administrative 

17 and judicial appeals. 

13 (3) The procedures which the department may use in en-

14 forcing the tax laws, including notices of assessment and 

IS jeopardy assessment and the filing and enforcement of liens. 

16 The statement prepared in accordance with this paragraph 

17 shall be distributed by the department to all taxpayers at the 

18 first contact by the department with respect to the 

19 determination or collection of any tax, except in the case of 

20 simply providing tax forms. 

21 b. The department shall furnish to the taxpayer, before or 

22 at the time of issuing a notice of assessment or denial of a 

23 refund claim, an explanation of the reasons for the assessment 

24 or refund denial. An inadeq~ate explanation shall not 

25 invalidate the notice. For purposes of this section, an 

26 explanation by the department shall be sufficient where the 

27 amount of tax, interest, and penalty is stated together with 

28 an attachment sett:ng forth the computation of the tax by ~he 

29 department . 

. 10 c. If the notice of assessment or denial of a c!aim foe 

3: re~und celates to a tax return ~iled pursuant to section 

17 422.14 or chapter 450, 450A, or 451, by the taxpayer which 

j] des:g~ates a~ individual as an authorized representative of 

34 the taxpayer with respect to that return, or if a power of 

JS attor~ey has been filed with the department by [he taxpayer 
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l which designates an i~dividua: as a11 auttorized represei~tat~ve 

2 of the taxpayer with respect to any tax tilat is incl~ded in 

3 the notice of assess;ttent or denial of a c~ain: fnr re~u~d, a 

4 copy of the notice together with any additional i~~ormation 

5 required to be sent to the taxpayer shall be sent to the 

6 authorized representative as well. 

7 If the department fails to ~ail a notice of assessme:Jt ro 

8 the last known address of a taxpayer or fails to personally 

9 deliver such notice tO a taxpayer, in teres~ ~or the mon!:h scch 

10 mailing or personal delivery fails to occur t!1rough the mor.t!1 

ll o: the correct mailing or personal delivery !S \·Ja i ved. 

12 1E the departme:-:t fails to :nail a not1ce of assessr..enl 

13 denia: of a clai~ for refund to the taxpayer's last k~ow:1 

14 address or fails to personally deliver s~c~ ~otice to a 

lS taxpayer and, if app:icab~e, to the taxpayer's authorized 

16 representative, the time period to appeal the nottce of 

11 assessment or a denia' of a claim for refund is suspended 

18 until the notice or claim denial is correctly ~ailed or 

19 personally delivered, or in any event, for a period not to 

c:>r 

20 exceed one year, whic!1ever is the lesser 

21 Collection activities, except whe~e a 

period. 

jeopardy sitCiation 

22 exists, shall be suspended and the s:atute of limitatio~s for 

23 assessment or collection of the tax shall be tolled during t~e 

24 period in which interest 1s waived. 

25 d. A taxpayer is permitted to designate 1n w~iting the 

26 type of tax and tax periods to which a~y voluntary paymer1r 

27 relates, provided that separate written instruct:ons accompany 

28 the payment. This paragraph does not apply to jeopardy 

29 assessments and does not apply if the departme~t has to 

30 enforce collection of the payment. 

31 e. Unless otherwise provided by law, all Iowa taxes wnicn 

32 are administered by the depart~ent a~d whic~ resul: in a 

33 refund shall accrue interest at the race i~ effec: utlder sec-

34 t!.or. 421.7 frott t!:e first day of tf:e second cu:.e;,da::- :nnr:t:i 

JS follow~~g the da~e o~ pay~1e~t or the da:e the re~u~:· ~;~~ ~~e 
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l to be filed or was filed, whichever is the latest. 

2 f. A taxpayer may appeal a ref~nd claim to the director if 

3 a claim for refund has been filed and not denied by the 

4 department within six months of the filing of the claim. The 

5 filing of an appeal by a taxpayer shall not affect the ability 

6 of the department to examine and inspect a taxpayer's records. 

7 g. A taxpayer may request in writing that a contested case 

8 proceeding be commenced by the department after a period of 

9 six months from the filing of a proper appeal by the taxpayer. 

10 The department shall file an answer within thirty days of 

ll receipt of the request and a contested case proceedi~g shall 

12 be commenced. In the case of an appea: of an assessment, 

13 failure to answer within the thirty-day time period and after 

14 a request has been made, shall result in the suspension o~ 

15 interest from the time that the department was req~ired to 

16 answer until the date that the department files its answer. 

17 In the case of an appeal of a denial of a refund, failure to 

18 answer within the thirty-day time period, and after a request 

19 has been made, shall result in the accrual of interest payable 

20 to the taxpayer at do~ble the rate in effect tinder section 

21 421.7 from the time the department was required to answer 

22 until the date that the departme11t files its a~swe~. 

23 h. A taxpayer who has failed to appea: a notice of assess-

24 ment to the departmerlt within the time provided by law may 

25 contest the assessment by paying the tax, interest, and 

26 penalty, which in the case of divisible taxes might not be the 

27 entire liability and by filing a refund cia1m within the time 

28 per[od provided for filing such claim. The filing of a refund 

29 claim allows the time period for which the refund is claimed 

30 to be open to examination and to be open to offset, to zero, 

11 based upon any issue associated with the :ype of tax for which 

32 the re~und is claimed and which has not up to tha~ time been 

33 cesolved between :he taxpayer and the depar~~ent, irrespec:ive 

34 of whether the period of limitations to 1ssue a notice of 

35 assess;ne"c has expirec. The departrr.ent :nay na-<e :his o:fse:: 
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1 at any ti~e unt1l t~e dep~rt~ent g~a~ts or dcr1ics the refund. 

2 1. The director may, at any time, abate any unpaid port:orl 

J c>t assessed tax, i~terest, or pe~alties which the direc~:or de-

4 termines is erroneous, illegal, or excess1ve. The director 

'i stlall prepare quarte:-ly reports summarizi:-:g each case in <vhic:-: 

6 abatement of tax, interest, or penalties was rr.ade. Ha<•ever, 

7 the report shall not disclose the identity of the taxpayer. 

8 j. The director shall adopt rules for setting times and 

9 places for taxpayer interviews and to perm1t any taxpayer to 

10 record the interviews. 

ll k • If the determination chat a return is incorrect is the 

17 result of an audit of the books and records of the taxpayer, 

13 the tax or additional tax, if any, shall be assessed and t~e 

14 rlotice of assessment to the taxpayer shall be giver. by :he 

15 department within or1e year after the completion of the 

16 examination of t~e books and records. 

17 l. The department shall annually report to the general 

18 assembly all areas of recurrent taxpayer noncompliance with 

19 rules or gu1delines issued by the department and shall make 

20 recommendations concerning t~e noncompliance in tr.e report. 

21 3. INSTALLME~T PAYMENTS. The department may permit the 

22 payment of a delinquent tax on a deferred basis where the 

23 equities indicate that a deferred payment agreement would be 

24 in the interest of the state and that without a deferred 

25 payment agreement the taxpayer would experience extreme 

26 financial hardship. A deferred payment agreement shall 

27 include applicable penalty and interest at the rate in effecc 

28 under section 421.7 on the unpaid balance of the liability. 

29 4. COSTS. 

30 a. A prevailing taxpayer in an administrative hearing or a 

31 court proceeding related to the determination, col:ection, oc 

32 refund of a tax, penalty, or interest may be awarded rea-

33 sonable litigation costs by the departmen:, state board of tax 

34 review, or a court, incurred subsequent to t~e issuance of the 

35 notice of assessment or denial of claim for refund in the 

-~-



proceeding, based ~po:1 the follcwing: 

The reasc:1able Pxpenses o~ expert w:tnesses. 2 I l ' ' ' 
5 ( 2 ) ~he reason2b:c costs c)f srudi~s, reports, and tests. 

tl ( .") ) The reasonable fees of iGde?e~de~t attorneys or 

5 i~dependent accountants retained by the taxpayer. 

5 (4} An a~ard for reasonable liti.g~tion costs s~all not 

7 exceed twenty-five thotJsand dollars per case. 

8 il. An award under paragraph '1 a:• shall not be made with 

g respect to a po~tio~ of the proceedings d\:ri~g which the 

lO pr2vailing taxpayer has utlreasanably protracted the 

;1 proceedings. 

J.2 c" [·'or purposes of this section, "prevailing tax!)aye:·" 

lJ means a taxpayer who establishes that the pos1tion of the 

14 state was not substantially justified and who has 

15 substantially prevailed with respect to the amount in 

16 controversy or has substantially prevailed with respect to the 

17 most significant issue or set of issues presented. The 

~8 dcter9iination of whether a taxpayer is a prevailing tbxpayer 

19 1s to be determined in accordance with chapte~ i7A. 

20 d. An award for reasonable litigation costs shall be paid 

21 to tt1e taxpayer frott the gencraJ. fllnd o~ the st~te. For 

22 rJurflnses of this suhsectiOJl, there is appropriated fro~ the 

23 general tund of the state an amo~nt s~Eficient to pay each 

24 taxpayer entitled to an award under this subsection. 

25 e. This subsection does not apply to the tax iDposed by 

26 chapter 4538 if the department relied upon information 

27 provided or action conducted by federal, state, or local 

28 offLcials or law enforcement agencies. 

29 5. DAMAGES. Notwithstanding section 669.c4, subsection 2, 

30 1f the director or an emp!oyee of the departme~t recklessly or 

31 intentionally disregards any tax law or rule in the coi!ection 

32 of any tax, or if the director or an employee of the 

3.3 depa:-:-tment kno~·Jingly or r.egl ige::::ly fails to release d :i~:: 

J~ aga~~st or bond on a taxpayer's p~ope~ty, the taxpaye~ reay 

:i5 ti2e a claim in accor~a~ce w~~h ~he Iowa tor~ clai~s Act, 
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l chapter 669, for da~~ges aqair1s: the state. However, the 

2 damages shall bp ltmited to the act::al direct ec(>nomic daxag~s 

3 su~Eered by the taxpayer as a proximate res~lt of the act~o~s 

4 of the director or employee, plus costs, reduced by the aGou~t 

s of such damages and costs as could reaso1:aoly have been 

6 mitigated by the taxpayer. The Iowa tort claims Act shal! be 

7 the exclus1ve remedy for recoverir1g damages resul.ting from 

8 such actions. This subsection does not apply :o the tax 

9 lmposed by chapter 4538. 

10 6. BCRD~N OF PROOF. ~ne burde~ of proof with respect to 

11 assessmen~s or denial of reE~nds in contested case proceed:ngs 

12 shall be allocated as follows: 

lJ a. With respect to the issue of fraud w1th ir.tent to evade 

14 tax, the burden of proo~ is upon the department. ~he b~rden 

15 of proo~ must be carrted by clear and convinctng evidence. 

16 b. In a casP where the assessment was not made within six 

17 years after the return became due, excluding a~y exte~sio~ of 

18 time for ~iling, the burden of proof shall be upon the 

19 department. However, the burden of proof shall be upon the 

20 t..1xpayer 'dhere the determination of the depar':men~. is t~.e 

21 res~lt ot the final disposition of a matter bet~ee:1 the 

22 taxpayer and the internal reve:1ue service or where the 

23 taxpayer and the department have signed a waiver of the 

24 statute of limitations. 

25 c. In all other cases, the burde~ of proof shall be upc)~ 

26 the taxpayer who chal!enges the assessment or refund denial, 

27 except that, with respect to any new matter or ar:::r;:;a~ive 

28 defense, the burden of proof shall be upon the departxe~t. 

29 For purposes of this provisio~, ··~ew matter'' ~ea~s an 

30 adjustment not set forth in the computation of the tax :~ the 

Jl assessment or refund denial as distinguished from a new reason 

32 Ear the assessment or refund denial. 

33 one resting on facts not necessa~y to support ~ne :axpayer's 

],1 case. 

)5 7. EMPLOYEE EVALUATfONS. 

-f,-
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1 formance evaluation for an employee of the department on the 

2 total amount of assessments issued by that employee. 

1 8. REFUND OF UNTIMELY ASSESSED TAXES. Notwithstanding any 

4 other refund statute, if it appears that an amount of tax, 

s penalty, or interest has been paid to the department after the 

6 expiration of the statute of limitations for the department to 

7 determine and assess or collect the amount of such tax due, 

8 then the amount paid shall be credited against another tax 

9 liability of the taxpayer which is outstanding, if the statute 

10 of limitations ~or assessmen~ or collection of that other tax 

II has not expired or the amounc paid shall be refunded to the 

12 person or, w1th the person's approval, credited to tax to 

ll necome due. An application for refund or credit under this 

14 subsection must be filed within one year of payment. This 

lS subsection shall not be construed to prohibit the department 

lh from offsetting the refund claim against any tax due, if the 

17 statute of llmitations for that other tax has not expired. 

lR 9. NO APPLICABILITY TO REAL PRO?ERTY. The prov!sions of 

19 this section do not apply to the assessmerlt and taxation of 

20 rea1 property. 

21 Sec. 2. Section 422.4, Code 1993, :s amended by adding the 

27 following new subsection: 

21 NF:W SUBSECTION. lOA. ''Not~ce of assess;re:~t'' ~ea~s a 

24 rlotice by the department to d taxpaye~ ad~ising the taxpayer 

25 of an assesse1ent of tax due. 

26 Sec. 3. Section 422.25, subsection 1, Code 1993, 1s 

27 amended to read as follows: 

28 l. a. Within three years after the :etur~ is filed or 

29 with1n three years after the return became due, including any 

30 extensions of time for filing, wh~cheve: time is t~e late:, 

31 the d~partme1~t shall exami~e ~t t~e :et~rn a~d determine the 

32 ~or~eet-e~o~~~-of-tax7-a~ci-t~~-6~e~n~-de~er~~n~~~--by-the 

33 ci~pe.rot~ettt-;ls-'e~e tax. HC 1.-iever, if the taxpdje!:" orr.i ::s fr8r:: 
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1 tax to six years under the federa: :aw, t~e period for 

2 examination and deter~ina:ion is six years. Ir. addi~ion to 

3 the applicable period of :imitation for examination a~d 

4 de~ermination, the department ~ay make an exanina=ion and 

5 deter~1nation at any time wit~in six months from the date of 

6 receipt by the department of writ~en notice from the taxpayer 

7 of the final disposition oE any matter between the taxpayer 

8 and the internal revenue service with respect to the 

Y particular tax year. In order to begin the r~nr.ing of the 

lO six-month period, the notice shall be in writing 1r. any form 

ll sufficie~t to inform the department of the final disposition 

12 with respect to that year, and a copy of the federal document 

13 showing the final disposition or Eina: federal adj~stments 

14 shall be attached to the notice. 

lS b. The period for exami~ation and determi~ation of the 

16 correct amount of tax is unlimited in the case of a false or 

:7 fraudulent return made with the intent to evade tax or in t~e 

c8 casp of a failure to file a return. In lieu of the period o~ 

19 limitation for any prior year for w~ich a~ overpay~ent of tax 

20 or an elimination or reduction of an underpay~e~t of tax due 

71 for that prior year results from the carrybil.ck to tha~ pr 1or 

22 year of a net operating loss or net capital loss, the period 

23 :s the period of limitation for the taxable year of the net 

24 operating loss or net capital loss which resuits Ln the 

25 carryback. Phe-b~~deM-of-~roof-of-addi~~oMal-~~x-e~±Mg-~Md~" 

26 ~he-~tx-yea~-perteci,-er-~M~±mi~ed-perted,-±~-eM-~he 

27 departmeMt~ If the tax found dtle is greater :han the a~o~nt 

28 paid, the department shal: compute the a~ount due, together 

29 with interest and penalties as provided in subsection 2, ana 

30 shall notify-the-taxpayer-by mail a ~otice of assessffient to 

31 ~.he ta_)(payer and, 1f aoo:icabl_e~. tc the ra:paye_r's a~thcr_iz~<:i 

32 :eoresen;:ative of the total, ·..::1ich shall be c-J~1ptJ'"".ed as a s....:~ 

J3 certain if paid or: or b?fo~e the 2.ast day :::_,: t~!t: i:i:.'nth in 

34 which the notice is post~d~ked, or on or be~o:e ~~e las~ riay 

35 of t~e foilow1ng mc~~h :~ :he :1or'ce is po~t~ar~ed a~ter :::e 

-8-
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cwerltieth day of any month. The r1otice shall a:sc inform the 

2 taxpayer of the additional interest and penalty which will be 

3 added to the total due if not paid on or before the last day 

~ of the applicable month. 

s Sec. 4. Section 422.25, subsection 4, Code 1993, 1s 

6 amended to read as follows: 

7 4. All payments received must be credited f1rst, to the 

8 penalty and interest accrued, and then to the tax due. For 

9 E_tJ_£E_OS!C?_oi__t_his subsec~ion, the department shii_l.1_not reaoply 

10 prior payments made by the taxpayer to penalty_~t:_ i.E:~erest 

ll detern<ined to be due after the date of thoseprio;_]2~ments, 

12 exc~pl that the taxpayer_and the_d•~oartment mav acree to aooly 

:3 odvnents in accordance with rules adopted by the directo~ __ ,·lheEJ 

14 there are both agreed and unagreed to items as __ a __ ~_·:_~~l_L_()~ an 

15 examination. 

16 Sec. 5. Section 422.28, Code 1993, is amended to read as 

17 follows: 

18 422.28 REVISION OF TAX. 

19 A taxpayer may appeal to the director for revision of the 

20 tax, interest, or penalties assessed at a~y time within sixty 

21 days from the date o~ the notice of the assessment of tax, 

22 add'tional tax, interest, or penalties. The director shall 

23 grant a hearing and 1f, upon the hearing, the d~rector 

24 determ1nes that the tax, :nterest~ or pena:ties are excessive 

25 or incorrect, the director shall revise them according to the 

26 law and the facts and adjust the compLtation of the tax, 

27 interest~ or penalties accordingly. The d~rec~or shall notify 

2k the taxpayer by mail of the res~lt of the hear:ng and shall 

29 refund to the taxpayer the amount, if any, paid in excess of 

30 the tax, interest, or penalties found by the d!rector to be 

3: due, wi:h interest after sixty days ~rom ~he date of payment 

32 by the taxpdyer at t~e rate in ef:ec: unde~ sect:cn 421.7 fo~ 

11 each nl~nt~ or a ~raction of a mon:n. ~~e-6i~eet~r-~8y 7 -o~-~~~ 

3~ d~reeto~~~-~w~-~~t~o~-et-eny-t±~e 7 -abe~e-~ny-~o~~i~~-of-te~ 7 
)S ~~t~~~~~-o~-pe~~~~~e~-~~~e~-~~~-d~reete~-6e~~~~i~~3-~9 

-9-
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e~ee~~~we-in-a~eant 7 -or-erreneo~~~y-or-i~~ega~~y-a~~e~~ed~ 

~he-direetor-~he±±-prepare-qaarter!y-report~ 7 -whteh-ehei~-be 

ineiaded-in-the-annaa~-~tati~riea~-report~-reqaired-ander 

~eetion-4rr~15 7 -~a~~eri~ing-eeeh-ea~e-in-whieh-en-ebatemenr··o! 

te~,-intere~t-er-penattie~-wa~-made-ander-thi9-9eetien7-bat-e 

report-9he~~-not-di9eto~e-the-identity-o~-the-ta~~eyer~ 

7 Sec. 6. Section 422.29, subsection 2, Code 1993, is 

8 a~ended by striking the subsection and inse~~ing i~ lieu 

9 thereof the following: 

10 2. For cause and Jpon a showing by the director that 

ll collection of the tax in dispute is in doubt, the court may 

12 order the petitioner to file with the cler~ a bond for the use 

13 of the respondent, wi:h sureties approved by the clerk, in the 

14 amount of tax appealed from, conditioned that the petitioner 

lS shal~ perform the orders of the court. 

16 Sec. 7. Section 422.54, subsections l and 2, Code 1991, 

17 are amended to read as foilows: 

18 l. As soon as practicable after a return is ~iled ar1d ir. 

19 any event within five years after the retur11 is ~iled, the 

20 departme~t shall exanine it, assess a~d determine the tax d~e 

21 if the return is found to be incorrect~ and g1ve notice to the 

22 taxpayer of ~aeh the assessme~: and determination as provided 

23 in subsection 2. The period for the examination a~d 

24 determination of the correct a~ount of tax is un:imited 1n the 

25 case of a fa!se or fraudulent re:ur~ made with the intent to 

26 evade tax or t~ the case of a faclure to file a return. fE 

27 the-determ~netie~-thet-e-~eta~n-~~-ineerreet-~~-~he-re~tl~t-ef 

28 an-aadit-of-th~-book~-and-reeere~-e€-the-ta~paye~ 7 -the-te~,-e~ 

29 edd~t~onet-tax7-tf-any-i~-fo~nd-d~~7-~he~~-be-a~~e~~ed-an~ 

30 d~te~~~ned-and-the-not±ee-te-t~e-~ex~eyer-9~8~<-be-giwen-by 

1! rhe-deperrment-wir~in-one-yeer-efter-the-eofflp±et~e~-of-tMe 

33 2. If a ret~~n required by this divisior1 :s rlo: ~ ' , . .Ll.!.ea, or 

34 ;c a ~etur:~ wher~ filed is ~ncorrect or i~s~=~~c~ent and the 

35 ~ake~ fails to t~le a cc~~ecteJ cr s~fficie~~ ~e~~:rn withi~ 
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l twenty days after the same is required by notice from the 

2 department, the department shall determine the amount of tax 

3 due from ~tleh information as the department may be able to 

4 obtain and, if necessary, may estimate the tax on the basis of 

5 external indices, such as number of employees of the person 

6 concerned, rentals paid by the person, stock on hand, or other 

1 factors. The department shall give notice of ~aeh the 

8 determination to the person liable for the tax. Saeh The 

9 determination shall f±na±±y-end-±~~e~eeab~y fix the tax unless 

10 the person against whom it is assessed shall, within thirty 

11 six~ days after the g1v1ng of notice of ~tleh the 

12 determination, apply to the director for a hearing or unless 

13 the direeter-on-the-direetorl~-mot±on-shati-redtlee-the-~a~e 

14 !.'!l<Pay~_r contests the determination ~_E~yir~g ___ t_h~--~~~ 

15 interest, and __ p~I_l-~ and time:i.y filing a claim for refund. 

ln At ~tleh the hearing evidence may be offered to support ~tleh 

17 the de:ermination or to prove that it is incorrect. After 

18 gtleh the hearing the director shall give notice of the 

19 decision to the person liable for the tax. 

20 Sec. 8. Section 424.10, subsection 2, Code 1993, is 

71 amended to read as follows: 

22 2. If a return required by this chapter is not filed, or 

21 if a return when ftled is incorrect or insufficient and the 

24 maker fails to :ile a corrected or sufficient return within 

25 twenty days after the ret~rn is required by notice from the 

26 department, the department shall determine the amount of 

27 charge due from Stleh information as the department may be able 

28 to obtain and, if necessary, may estimate the charge on the 

29 basis of external indices or factors. The department shall 

30 give notice of stleh the determination to the person liable for 

31 the charge. Stleh ~he determination shall finelly-and 

17 irrewoeably f1x :he charge unless the person against whom it 

11 •s assessed sha::, withln th~rty sixty days after the giving 

34 of nouce of ~tleh thE: de:ermi:cation, apply to the director for 

JS a hearing or un:ess the d±~eeto~-en-the-d~reeto~L~-met~on 

• 
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l ~!'lll~~-redt1ee-the-ehe~ge :axo9yer co~testo; tr.e __ .Ceterrcinatio~ _b..z 

2 2_ay_1E3._~he tax, in~e:-est_, and~nal.ty and __ time:Cy .filing_~ 

3 claim for refund. A~ s~eh th~ hearing evidencP may be offe:-ed 

4 to support saeh the determ111a~ion or to prove that :t 1s 

S incorrect. After st:eh the !learing the director sha:: give 

6 notice of the decision to the pe:-son liable for the charge. 

7 If a depositor's, receiver's, or other perso~'s challenge 

8 relates to the diminution rate, the bucden of proof 11pon the 

9 cha:lenger shall only be satisfied by clear and convincing 

10 evidence. 

ll Sec. 9. Section 429.2, Code 1993, is amended by s~riking 

12 the section and inserting in lieu thereof the following: 

13 429.2 APPEAL. 

14 l. Notwithstanding the provisions of chapter l7A, the 

lS taxpayer shall have thirty days from the date of postn:ar~ of 

16 the notice of assessment to appeal the assessment to the sta:e 

11 board of tax review. Thereafter, the proceed:ngR be~ore the 

l8 state board of tax rev1ew shall conform to the p:ovisions of 

19 subsection 2, section 421.1, subsection 4, and chapter 17A. 

20 2. The following rules shall apply to the appea: pro-

21 ceedings in addition to those stated in sectio:• 42:.1, 

22 subsection 4, and chapter l7A. 

21 a. The department's assessment shall be presumed correct 

24 a~d the burden of proof shall be on the taxpayer with respect 

25 to all issues raised on appeal, including any challenge of the 

26 director's valuation. 

27 b. The burden of proof must be carried by a preponderance 

28 o: the evidence. 

29 c. The board shall consider all evidence and witnesses 

30 offered by the taxpayer and the department, including, but not 

31 !i~:ted to, evidence relating to the proper valuation of tne 

32 property involved. 

JJ d. The board sha:L ma~e a~ independent determination of 

34 :~e value of t~e property based 5ole:y ~por~ its review of t~e 

35 evide~ce presented. 
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1 e. Upon the request of a party the board shall set the 

2 case for hearing within one year of the date of the request, 

3 unless for good cause shown, by application and ruling thereon 

4 after notice and not ex parte, the hearing date is continued 

5 by the board. 

6 Sec. 10. Section 429.3, Code 1993, is a~e~ded to read as 

7 follows: 

8 429.3 JUDICIAL REVIEW. 

9 Judicial review of the action of the state board of tax 

10 review may be sought by the taxpayer or the directo~ of 

11 revenue and f__i~.<:mce in accordance ·.·lith the terms of chapter 

12 17A. 

13 Sec. ll. Section 450.94, subsection 3, Code 1993, 1s 

14 amended to read as follows: 

15 3. IE the amount paid is grea~er than the correct tax, 

16 penalty, and interest due, the department sl1all re~und the 

17 excess with interest. Interest shall be comp~ted at the rate 

18 in effect under section 421.7, under the rules prescribed by 

19 the director counting each fraction of a month as an entire 

20 month and the interest shall begin to accrue on the first day 

21 of the second ca!endar month following the date of paymen= or 

22 on the date the return was due to be filed or was filed, 

23 whichever 1s the latest. However, the director shall not 

24 allow a claim for refund or credit that has not bee~ filed 

25 with the department within three years after the tax payment 

26 upor1 which a refund or credit is claimed became due, or one 

27 year after the tax payment was made, whichever time is later. 

28 A determination by the department of the amount of tax, 

29 penalty, and interest due, or the amount of refund for excess 

30 tax paid, is final unless the person aggrieved by the 

Jl determination appeals to the director for a rev~sion of the 

32 determination within th~~ty sixty days from the postmark date 

11 of the notice of deter~i~ation of tax, penalty, and interest 

34 due or refund o<o/1"9 or unless ... ~_he taxoaver contests the 

]5 deterrr,:natio:-: bv payir:g ::~.e tax, inter~_st, a:;d oer.a::y a:;C 
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2 hearing, and upo:\ the hearing the director shal~ de:~r~\i~e t_he 

J correct tax, pena:tyL d~d ~nterest or refu~d d~e, a~d nnt~~y 

4 the appellant of the decision by rnai:. The decision of :t1e 

5 director is fina: unless the appe:lant see~s judicial rev:e~ 

6 of the director's decision under section 450.59 within sixty 

7 days after the postmark date of the notice of the director's 

8 decision. 

9 Sec. 12. Section 452A.64, Code 1993, is a:nended to read as 

10 follO\·tS: 

11 452A.64 FAILURE TO F!LE RETURN -- INCORRECT RETURN. 

12 If a return required by th1s chap:er is not filed, or if a 

13 return when filed is incorrec: or insufficient and the fccer 

14 fails to file a corrected or su~ficient return within twe::ty 

15 days after the san1e is required by notice from the appropria:e 

16 state agency, the appropriate state agency shall deterreine the 

17 amount of tax due. The determination sha:l be made from all 

18 information that the appropriate state agency may be ab:e :o 

19 obtain and, if necessary, the agency may estimate the tax on 

20 the basis of external indices. ~he appropriate s:ate age~cy 

21 shall give r1otice of the determination to the person liable 

22 for the tax. The determination shal: fin6l!y-and-i~~eveeebty 

23 f1x the tax unless the person against whom it is assessed 

24 shall, within th~~ty sixty days a:ter the givi~g of notice cf 

25 ~"el'l th_~ determination, apply to the director of the 

26 appropriate state age~cy for a hearing or unless the di~eete~ 

27 redt:eeB-the-BBBe~~t!lent ~axpayer contests the dete~minatio!:'_oy 

28 payin_g the tax, in~erest, and pe_!)alty and time~y_filing a 

29 c:aim for refund. At the hearing, evldence may be offered to 

30 support the determination or to prove that :t is incorrect. 

31 After the hearing, the director shall give notice of the 

32 decision to the person liable for the tax. The fcndings of 

33 the appropriate state age:lcy as to ~he a:roun~ of fuel taxes, 

34 penalties a~d interest due from any pers~n sha:l be presumed 

JS to be the correct amount a~d i~ a~y lit~ga~~c~ whic~ ~ay 
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1 follow, the certtficate of the agency shall be admitted in 

2 evidence, shall constitute a prima-facie case and shall i~pose 

3 upon the other party the burden of showing any error in the 

4 findings and the extent thereof or that the finding was 

5 contrary to law. 

6 Phe-d~~eeto~-may 7 -on-the-di~eetorle-own-motion-at-any-time, 

7 abate-any-po~tion-of-tax 7 -±nterest-o~-pena±t~es-whieh-a~e 

R determined-to-be-exeessive-in-amo~nt-o~-erroneotlsiy-or 

9 i±±egat±y-a~sessed7 

lO Sec. 13. Section 453A.29, Code 1993, is a~te::ded to read as 

ll follows: 

12 453A.29 NOTICE ANu APPEAS. 

13 The department shall notify any person assessed pursL1ant to 

14 section 453A.28 by sending a written notice of the 

15 determination and-assessment by mail to the principal place of 

16 bt1siness of the person as shown on the person's application 

17 for permit, ar.d if no 9~ application was not filed by the 

18 person, to the person's last known address. A determination 

19 by the department oE the amount of tax, penalty, and interest 

20 due, or the amount of refund for excess tax pa!d, is final, 

21 unless the person aggrieved by the determination appea:s to 

22 the director for a revision of the determination within thirty 

2.! sixty days from the postmark date of the no:ice of 

24 determination of tax, penalty, and interes: or re~und owing or 

25 unless the_ .~~~129.~ contes~s the determi:1a:io:1 by payinq the 

26 ~a.x. interest, and penalty iind timely f!ling a claim for 

27 refund. The director shall grant a hearing and upon the 

2A hearing, the director shall determtne the correct tax, 

29 penalty, and interest or refund due and notify the appellant 

JO of the decision by mail. Judicial review of action of the 

3i director may be sought :n accordance with the Iowa 

32 administrattve proced~re Ac: and section 422.29. 

33 Sec. 14. Section 453A.46, subsection 4, Code i993, is 

14 amended to read as follows: 

35 4. The depart~ent sha:: notify a~y pe~s8n assessed 
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l pursuant to this section by sending a written notice of :he 

2 determination 6nd-65~e55~ent by mail to the principaL place of 

3 business of the person as shown on the person's application 

4 for permit, and if an applicatiorl was not f1led by the perso~. 

5 to the person's :ast ~nown address. A determination by the 

6 department of the amount of tax, penalty, and interest due, or 

7 the amount of refund for excess tax paid, is finai, unless the 

8 person aggrieved by the determination appeaLS to t~e direc~oc 

9 for a revision of the determination l·lithin th±d:y si~;..l:: days 

10 from the postmark date of the notice of determination of tax, 

ll penalty, and interest or refund owing or unless the taxpaye~ 

12 contests the determina~ion by paying the tax, ~~terest, and 

13 penalty and timely filing a claim for refund. The director 

14 shall grant a hea~ing and upon the hearing, the director shall 

15 determine the correct tax, penalty, and interest or refund due 

16 and notify the appellant of the decision by mail. Judicinl 

17 review of action of the director may be sought in accorda~ce 

18 with chapter l7A and section 422.29. 

19 Sec. 15. Section 453A.48, subsection 5, Code 1993, 1s 

20 amended to read as follows: 

21 5. Any person aggrieved by an order of the director fixir1g 

22 a tax, penalty or interest under section 453A.43 may, within 

23 thi~ty sixty days from the date of notice of the order, appea: 

24 to the board of review in the manner provided by !aw or unless 

25 she taxpayer contests the determination by pa~lng the tax, 

26 interest, and penalty __ a:"'? tirwly filing a c~ai:n for refund. 

27 Judicial review of any othet action of the director may be 

28 sought in accordance with the terms of the Iowa administrat~ve 

29 proced~re Act. 

30 Sec. 16. EFFECTIVE DATES. 

31 l. Section 1, subsection 2, paragraph ''a'', of this Act is 

32 effective for contacts made by the department on or afte~ 

33 Janua~y :, 1995. 

34 2. Sect .:.or. :, subsecticr. 2, paragraphs "b" and "c", a;~(1 

35 sect:on l, subsections 4 and 6, o~ t~is Act a~e ef~ec~ive fo~ 
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l notices of assessment or refund denials issued on or after 

2 January 1, 1995. 

3 3. Section 1, subsection 2, paragraphs "h'', ''i'', and "k'', 

4 and subsection 8, and sections 2, 3, 5, and 7 through 15 of 

S this Act are effective for notices of assessment issued on or 

6 after January 1, 1995. 

7 4. Section l, subsection 2, 

8 effective for designations made 

paragraph "d", of this 

on or after January 1, 

Act is 

1995. 

9 5. Section 1, subsection 2, paragraph ''e'', of this Act is 

lO effective to accrue interest on or after January l, 1995. 

11 6. Section 1, subsection 2, paragraph ''f'', of this Act is 

12 effective for refund claims filed on or after January 1, 1995. 

13 7. Section 1, subsection 2, paragraph ''g'', of th1s Act 1s 

14 effective for appeals filed on or after January 1, 1995. 

15 8. Section l, subsection 2, paragraph ''j'', of this Act is 

16 effective for taxpayer interviews conducted on or after 

17 Jan~ary 1, 1995. 

:a 9. Section l, subsection 2, paragraph ''1'', of this Act is 

19 effective for annual reports for fiscal years ending June 30, 

20 1995, and thereafter. 

10. Section 1 ' subsection 3' of this Act lS effective ~or 7.1 

22 

23 

deferred payment agreements made on or afte~ Ja:1~ary l' 1995. 

1l. Section 1 ' subsection 5, of this Act is effective for 

24 actions of the director or a depactment employee that occ~r on 

2'> or after January 1, 1995. 

26 12. Section 1, subsection 7, of this Act is effective for 

27 evaluations made on or after Jan~ary l, 1995. 

28 13. Section l, subsection 9, of this Act is ef:ective on 

29 January 1, 1995. 

30 14. Section 4 of this Act 1s ef:ective for payments made 

31 on or after January 1, 1995. 

12 15. Section 6 of this Ac~ :s effective for petitions for 

11 judic~al rev~ew fiied on o~ after January !, !995. 

EX?LAN.C..-;-·:ON 

35 The bill sets out :he obliga:ions of the depdrt~ent of 
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l revenue and finance a:1d the rights of taxpaye~s a:1d proced~res 

2 to be followed in regard to state taxes which arc, in most 

3 cases, in addition to those responsibilities and duties 

4 presently existing. These d~~ies require informing the 

~ taxpayer of the taxpayer's rights, the obligations of the 

6 depar:ment with respect to notice of tax owed, • . 1 aen1a. of 

7 claim, or reduction in refunds and the reasons for such, and 

e the taxpayer's right to appeal and the time period when the 

9 appeal must be filed. The bill also provides for awarding of 

10 costs ar.d damages to a taxpayer as a resu~t of a position 

ll taken by the department which is not substant1ally just1fied. 

12 The bill provides that if a determination of additional tax 

13 is made or refund clai~ denied, the taxpayer has 60 days, 

15 

16 

14 which is an increase from the present 30 days, to fi~e an 

appeal or to con~est the action by paying the tax, interest, 

and penalty and timely filing a claim for refund. 

17 The bill has effective and appLicability date provisions. 

18 
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1 Section 1. NEW SECTION. 421.60 TAX PROCEDURES AND 

2 PRACTICES. 

3 1. SHORT TITLE. This section shall be known and may be 

4 cited as the "Tax Procedures and Practices Act". 
5 2. PROCEDURES AND PRACTICES. 

6 a. The department shall prepare a statement which sets 
7 forth 

8 (1) 

in simple and nontechnical 

The rights of a taxpayer 

terms all of the following: 

and the obligations of the 

9 department during an audit. 

10 (2) The procedures by which a taxpayer may appeal an 

11 adverse decision of the department, including administrative 

12 and judicial appeals. 

13 (3) The procedures which the department may use in en-

14 forcing the tax laws, including notices of assessment and 

15 jeopardy assessment and the filing and enforcement of liens. 

16 The statement prepared in accordance with this paragraph 

17 shall be distributed by the department to all taxpayers at the 

18 first contact by the department with respect to the 

:9 de:ermination or collec~ion of any tax, except in the case of 

20 sc~ply providing tax forms. 

21 b. The department shall furnish to the taxpayer, before or 

22 at the time of issuing a notice of assessment or denial of a 

23 refund claim, an explanation of the reasons for the assessment 
24 or refund denial. An inadequate explanation shall not 

25 invalidate the 

26 explanation by 
27 amount of tax, 

28 an attachment 

29 department. 

notice. For purposes of this sec:ion, an 

the department shall be sufficient where the 

interest, and penalty is stated together with 

setting forth the computation of the tax by the 

30 c. If the notice of assessment or denial of a claim for 

31 refund relates to a tax return filed pursuant to section 

32 422.14 or chapter 450, 450A, or 451, by the taxpayer which 

33 designates an individual as an authorized representative of 

34 the taxpayer with respect to that return, or if a power of 

35 a:torney has been filed with the department by the taxpayer 
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1 which designates an individual as an authorized representative 

2 of the taxpayer with respect to any tax that is included in 

3 the notice of assessment or denial of a claim for refund, a 

4 copy of the notice together with any additional information 

5 required to be sent to the taxpayer shall be sent to the 
6 authorized representative as well. 
7 If the department fails to mail a notice of assessment to 
8 the last known address of a taxpayer or fails to personally 
9 deliver such notice to a taxpayer, interest for the month such 

10 mailing or personal delivery fails to occur through the month 

11 of the correct mailing or personal delivery is waived. 
12 If the department fails to mail a notice of assessment or 

13 denial of a claim for refund to the taxpayer's last known 

14 address or fails to personally deliver such notice to a 

15 taxpayer and, if applicable, to the taxpayer's authorized 

16 representative, the time period to appeal the notice of 

17 assessment or a denial of a claire for refund is suspended 

18 until the notice or clain denial is correctly mailed or 
19 personally delivered, or in any event, for a period not to 

20 exceed one year, whichever is the lesser period. 

21 Collection activities, except where a jeopardy situation 

22 exists, shall be suspended and the statute of limitations for 

23 assessment or collection of the tax shall be tolled during the 

24 period in which interest is waived. 
25 d. A taxpayer is permitted to designate in writing the 
26 type of tax and tax periods to which any voluntary payment 
27 relates, provided that separate written instructions accompany 
28 the payment. This paragraph does not apply to jeopardy 

29 assessments and does not apply if the department has to 

30 enforce collection of the payment. 
31 e. Unless otherwise provided by law, all Iowa taxes which 

32 are administered by the department and which result in a 

33 refund shall accrue interest at the rate in effect under sec-
34 tion 421.7 from the first day of the second calendar month 
35 following the date of payment or the date the return was due 
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1 to be filed or was filed, whichever is the latest. 

2 f. A taxpayer may appeal a refund claim to the director if 

3 a claim for refund has been filed and not denied by the 

4 department within six months of the filing of the claim. The 

5 filing of an appeal by a taxpayer shall not affect the ability 

6 of the department to examine and inspect a taxpayer's records. 

7 g. A taxpayer may request in writing that a contested case 

8 proceeding be commenced by the department after a period of 

9 six months from the filing of a proper appeal by the taxpayer. 

10 The department shall file an answer within thirty days of 

11 receipt of the request and a contested case proceeding shall 

12 be comme~ced. In the case of an appeal of an assessment, 

13 failure to answer within the thirty-day time period and after 

14 a request has been made, shall result in the suspension of 

15 interest from the time that the department was required to 

16 answer until the date that the departme~t files its answer. 

17 In the case of an appeal of a denial of a refund, failure to 

18 answer within the thirty-day time period, and after a request 

19 has been made, shall result in the accrual of interest payable 

20 to the taxpayer at double the rate in effect under section 

21 421.7 from the time the department was required to answer 

22 until the date that the department files its answer. 

23 h. A taxpayer who has failed to appeal a notice of assess-

24 ment to the department within the time provided by law may 

25 contest the assessment by paying the tax, interest, and 

26 penalty, which in the case of divisible taxes might not be the 

27 entire liability and by filing a refund claim within the time 

28 period provided for filing such claim. The filing of a refund 

29 claim allows the time period for which the refund is claimed 

30 to be open to examination and to be open to offset, to zero, 

31 based upon any issue associated with the type of tax for which 

32 the refund is claimed and which has not up to that time been 

33 resolved between the taxpayer and the department, irrespective 

34 of whether the period of limitations to issue a notice of 

35 assessment has expired. The departme~t may make this offset 

-3-
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l at any time until the department grants or denies the refund. 

2 i. The director may, at any time, abate any unpaid portion 

3 of assessed tax, interest, or penalties which the director de-

4 termines is erroneous, illegal, or excessive. The director 

5 shall prepare quarterly reports summarizing each case in which 

6 abatement of tax, interest, or penalties was made. However, 

7 the report shall not disclose the identity of the taxpayer. 

8 J· The director shall adopt rules for setting times and 
9 places for taxpayer interviews and to permit any taxpayer to 

10 record the interviews. 

11 k. If the determination that a return is incorrect is the 

12 result of an audit of the books and records of the taxpayer, 

13 the tax or additional tax, if any, shall be assessed and the 

14 notice of assessment to the taxpayer shall be given by the 

15 department within one year after 'the completion of the 

16 examination of the books and records. 

17 1. The department shall annually report to the general 

18 asse"'bly all areas of recurrent taxpayer noncompliance with 

19 rules or guidelines issued by the department and shall make 

20 reco~~endations concerning the noncompliance in the report. 

21 3. INSTA~LMENT PAYMENTS. The department may permit the 

22 payment of a delinquent tax on a deferred basis where the 

23 equities indicate that a deferred payment agreement would be 

24 in the interest of the state and that without a deferred 

25 payment agreement the taxpayer would experience extreme 

26 financial hardship. A deferred payment agreement shall 

27 include applicable penalty and interest at the rate in effect 
28 under section 421.7 on the unpaid balance of the liability. 

29 4. COSTS. 
30 a. A prevailing taxpayer in an administrative hearing or a 

31 court proceeding related to the determination, collection, or 

32 refund of a tax, penalty, or interest may be awarded rea-

33 sonable litigation costs by the department, state board of tax 

34 review, or a court, incurred subsequent to the issuance of t~e 

35 notice of assessment or denial of claim for refund in the 
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1 proceeding, based upon the following: 

2 (l) The reasonable expenses of expert witnesses. 

3 (2) The reasonable costs of studies, reports, and tests. 

4 (3) The reasonable fees of independent attorneys or 

5 independent accountants retained by the taxpayer. 

6 (4) An award for reasonable litigation costs shall not 

7 exceed twenty-five thousand dollars per case. 

8 b. An award under paragraph "a'' shall not be made with 

9 respect to a portion of the proceedings during which the 

10 prevailing taxpayer has unreasonably protracted the 
11 proceedings. 

12 c. For purposes of this section, "prevailing taxpayer" 

13 means a taxpayer who establishes that the position of the 

14 state was not substantially justified and who has 

15 substantially prevailed with respect to the amount in 

16 controversy or has substantially prevailed with respect to the 

17 most significant issue or set of issues presented. The 

18 determina~ion of whether a taxpayer is a prevailing taxpayer 

19 is to be determined in accordance with chapter 17A. 

20 d. An award for reasonable litigation costs shall be paid 

21 to the taxpayer from the general fund of the state. For 

22 purposes of this subsection, there is appropriated from the 

23 general fund of the state an amount sufficient to pay each 

24 taxpayer entitled to an award under this subsection. 

25 e. This subsection does not apply to the drug dealer tax 

26 imposed by chapter 453B if the department relied upon 
27 information provided or action conducted by federal, state, or 

28 local officials or law enforcement agencies. 

29 5. DAMAGES. Notwithstanding section 669.14, subsection 2, 

30 if the director or an employee of the department recklessly or 

31 intentionally disregards any tax law or rule in the collection 

32 of any tax, or if the director or an employee of the 

33 department knowingly or negligently fails to release a lien 

34 against or bond on a taxpayer's property, the taxpayer may 

35 file a claim in accordance with the Iowa tort claims Act, 
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l chapter 669, for damages against the state. However, the 

2 damages shall be limited to the actual direct economic damages 

3 suffered by the taxpayer as a proximate result of the actions 

4 of the director or employee, plus costs, reduced by the amount 

5 of such damages and costs as could reasonably have been 

6 mitigated by the taxpayer. The Iowa tort claims Act shall be 

7 the exclusive remedy for recovering damages resulting from 

8 such actions. This subsection does not apply to the drug 

9 dealer tax imposed by chapter 453B. 

10 6. BURDEN OF PROOF. The burden of proof with respect to 

ll assessments or denial of refunds in contested case proceedings 

12 shall be allocated as follows: 

13 a. With respect to the issue of fraud with intent to evade 

14 tax, the burden of proof is upon the department. The burden 

15 of proof must be carried by clear and convincing evidence. 

16 b. In a case where the assessment was not made within six 

17 years after the return became due, excluding any extension of 

18 time for filing, the burden of proof shall be upor. the 

19 department. However, the burden of proof shall be upon the 

20 taxpayer where the determination of the department is the 

21 result of the final disposition of a matter between the 

22 taxpayer and the internal revenue service or where the 

23 taxpayer and the department have signed a waiver of the 

24 statute of limitations. 

25 c. In all other cases, the burden of proof shall be upon 

26 the taxpayer who challenges the assessment or refund denial, 

27 except that, with respect to any new matter or affirmative 

28 defense, the burden of proof shall be upon the department. 

29 For purposes of this provision, "new matter" means an 

30 adjustment not set forth in the computation of the tax in the 

31 assessment or refund denial as distinguished from a new reason 

32 for the assessment or refund denial. "Affirmative defense" is 

33 one resting on facts not necessary to support the taxpayer's 

34 case. 

35 7. EMPLOYEE EVALUA?IONS. It is unlawful to base a per-
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l formance evaluation for an employee of the department on the 

2 total amount of assessments issued by that employee. 

3 8. REFUND OF UNTIMELY ASSESSED TAXES. Notwithstanding any 

4 other refund statute, if it appears that an amount of tax, 

5 penalty, or interest has been paid to the department after the 

6 expiration of the statute of limitation for the department to 

7 determine and assess or collect the amount of such tax due, 

8 then the amount paid shall be credited against another tax 

9 liability of the taxpayer which is outstanding, if the statute 

10 of limitations for assessment or collection of that other tax 

11 has not expired or the amount paid shall be refunded to the 

12 person or, with the person's approval, credited to tax to 

13 become due. An application for refund or credit under this 

14 subsection must be filed within one year of payment. This 

15 subsection shall not be construed to prohibit the department 

16 from offsetting the refund claim against any tax due, if the 

17 s:atute of limitations for that other tax has not expired. 

18 9. NO APP~ICABILITY TO REAL PROPERTY. The provisions of 

19 this section do not apply to the assessment and taxation of 
20 real property. 

21 Sec. 2. Section 422.4, Code 1993, is amended by adding the 

22 following new subsection: 

23 NEW SUBSECTIO~. lOA. "Notice of assessment" means a 

24 notice by the department to a taxpayer advising the taxpayer 

25 of an assessment of tax due. 

26 Sec. 3. Section 422.25, subsection 1, Code 1993, is 

27 amended to read as follows: 

28 1. a. Within three years after the return is filed or 

29 within three years after the return became due, including any 

30 extensions of time for filing, whichever time is the later, 

31 the department shall examine f~ the return and determine the 

32 eorreet-a~ett~t-e£ tax,-a~d-t~e-amott~t-determi~ed-by-~he 

33 de~artme~t-i~-~he tax. However, if the taxpayer omits from 

34 income an amount which will, under the Internal Revenue Code, 

35 extend the statute of limitations for assessment of federal 
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l tax to six years under the federal law, the period for 

2 examination and determination is six years. In addition to 

3 the applicable period of limitation for examination and 

4 determination, the department may make an examination and 

5 determination at any time within six months from the date of 

6 receipt by the department of written notice from the taxpayer 

7 of the final disposition of any matter between the taxpayer 

8 and the internal revenue service with respect to the 

9 particular tax year. In order to begin the running of the 

lO six-month period, the notice shall be in writing in any form 

11 sufficient to inform the department of the final disposition 

12 with respect to that year, and a copy of the federal document 

13 showing the final disposition or final federal adjustments 

14 shall be attached to the notice. 

15 b. The period for examination and determination of the 

16 correct amount of tax is unlimited in the case of a false or 

17 fraudulent return made with the intent to evade tax or in the 

18 case of a failure to file a return. In lieu of the period of 

19 limitation for any prior year for which an overpayment of tax 

20 or an elimination or reduction of an underpayment of tax due 

21 for that prior year results from the carryback to that prior 

22 year of a net operating loss or net capital loss, the period 

23 is the period of limitation for the taxable year of the net 

24 opera:ing loss or net capital loss which results in the 

25 carryback. ~he-b~~~en-of-proof-of-~~~ition~i-t~x-owing-cn~e~ 

26 the-~ix-ye~~-period,-or-cni±mite~-per±o~,-±~-on-the 

27 ~ep~rtment. If the tax found due is greater than the amount 

28 paid, the department shall compute the amount due, together 

29 with interest and penalties as provided in subsection 2, and 

30 shall notify-the-t~xpayer-by mail a notice of assessment to 

31 the taxpayer and, if applicable, to the taxpayer's authorized 

32 representative of the total, which shall be computed as a sum 

33 certain if paid on or before the last day of the month in 

34 which the notice is postmarked, or on or before the last day 

35 of the following month if the notice is postmarked after the 
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l twentieth day of any month. The notice shall also inform the 

2 taxpayer of the additional interest and penalty which will be 

3 added to the total due if not paid on or before the last day 

4 of the applicable month. 

5 Sec. 4. Section 422.25, subsection 4, Code 1993, is 

6 amended to read as follows: 

7 4. All payments received must be credited first, to the 

8 penalty and interest accrued, and then to the tax due. For 

9 purpcses of this subsection, the department shall not reapply 

10 prior payments made by the taxpayer to penalty or interest 

11 determined to be due after the date of those prior payments, 

12 exceot that the taxpayer and the department may agree to app:y 

13 pay~ents in accordance with rules adopted by the director when 

14 there are both agreed and unagreed to items as a result of an 

15 examination. 

16 Sec. 5. Section 422.28, Code 1993, is amended to read as 

17 follows: 

18 422.28 REVISION OF TAX. 

19 A taxpayer may appeal to the director for revision of the 

20 tax, interestL or penalties assessed at any time within sixty 

21 days from the date of the notice of the assessment of tax, 

22 additional tax, interestL or penalties. The director shall 

23 grant a hearing and if, upon the hearing, the director 

24 determines that the tax, interestL or penalties are excessive 

25 or incorrect, the director shall revise them according to the 

26 law and the facts and adjust the computation of the tax, 

27 interestL or penalties accordingly. The director shall notify 

28 the taxpayer by mail of the result of the hearing and shall 

29 refund to the taxpayer the amount, if any, paid in excess of 

30 the tax, interestL or penalties found by the director to be 

31 due, with interest after sixty days from the date of payment 

32 by the taxpayer at the rate in effect under section 421.7 for 

33 each month or a fraction of a month. ~~e-director-mey,-on-t~e 

34 d±reetori~-own-motion-et-eny-time,-ebete-eny-portion-o£-te~, 

35 interest-or-pene%tie~-whie~-t~e-direetor-determine~-i~ 
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1 exee~~±ve-±~-amo~nt 1-e~-e~~enee~~~y-e~-±iiega~iy-a~~e~~ed7 

2 ~ne-d±~eete~-~na~~-~~epa~e-q~a~te~~y-~epert~,-wnieh-~ha~%-be 

3 ±nei~ded-i~-the-ann~a%-~tati~tiea~-~epe~t~-~eq~±~ed-~nde~ 

4 ~eetien-4~~•T5,-~~mma~izi~g-eaen-ea~e-±n-wnien-an-abatement-e£ 

5 tax,-intere~t-o~-~ena~tie~-wa~-made-~nder-th±~-~eetien,-b~t-a 

6 re~e~t-~hall-net-di~e~e~e-the-identity-e£-the-taxpaye~. 

7 Sec. 6. Section 422.29, subsection 2, Code 1993, is 

8 amended by striking the subsection and inserting in lieu 

9 thereof the following: 

10 2. For cause and upon a showing by the director that 

11 collection of the tax in dispute is in doubt, the court may 

12 order the petitioner to file with the clerk a bond for the use 

13 of the respondent, with sureties approved by the clerk, in the 

14 amount of tax appealed from, conditioned that the petitioner 

15 shall perform the orders of the court. 

16 Sec. 7. Section 422.54, subsections 1 and 2, Code 1993, 

17 are amended to read as follows: 

18 1. As soon as practicable after a return lS filed and in 

19 a~y event within five years after the return is filed, the 

20 department shall examine it, assess and determine the tax due 

21 if the return is found to be incorrect, and give notice to the 

22 taxpayer of ~~en the assessment and determination as provided 

23 in subsection 2. The period for the examination and 

24 determination of the correct amount of tax is unlimited in the 

25 case of a false or fraudulent return made with the intent to 

26 evade tax or in the case of a failure to file a return. ff 

27 the-determinetion-that-a-ret~rn-±~-ineo~~eet-i~-the-re~~=t-of 

28 an-a~dit-e£-tne-boe~~-and-~eee~d~-o£-tne-tax~aye~,-tne-tax,-er 

29 additional-tax,-±£-any-i~-fe~nd-d~e,-~naii-be-a~~e~~ed-and 

30 determ±ned-and-the-netiee-to-the-taxpaye~-~ha~%-be-given-by 

31 the-depertment-witnin-ene-yea~-after-the-eompletie~-ef-tne 

32 exem±natien-ef-tne-beek~-and-reee~d~. 

33 2. If a return required by this division is not filed, or 

34 if a return when filed is incorrect or insufficient and the 

35 maker fails to file a corrected or sufficient return within 
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1 twenty days after the same is required by notice from the 

2 department, the department shall determine the amount of tax 

3 due from ~ceh information as the department may be able to 

4 obtain and, if necessary, may estimate the tax on the basis of 

5 external indices, such as number of employees of the person 

6 concerned, rentals paid by the person, stock on hand, or other 

7 factors. The department shall give notice of ~Meh the 

8 determination to the person liable for the tax. SMeh The 

9 determination shall ~±"a~~y-a"d-irre~eeab%y fix the tax unless 

10 the person against whom it is assessed shall, within th±rty 

ll sixty days after the giving of notice of sceh the 

12 determination, apply to the director for a hearing or unless 

13 the direeter-en-the-direeter~s-metie"-sha%%-red~ee-the-sa~e 

14 taxpayer contests the determination by payinq the tax, 

15 interest, and penalty and timely filing a claim for refund. 

16 At sMeh the hearing evidence may be offered to support s~eh 

17 the determ:nation or to prove that it is incorrect. After 

18 sMeh the hearing the director shall give notice of the 

19 decision to the person liable for the tax. 

20 Sec. 8. Section 424.10, subsection 2, Code 1993, is 

21 amended to read as follows: 

22 2. If a return required by this chapter is not filed, or 

23 if a return when filed is incorrect or insufficient and the 

24 maker fails to file a corrected or sufficient return within 

25 twenty days after the return is required by notice from the 

26 department, the department shall determine the amount of 

27 charge due from sceh information as the department may be able 

28 to obtain and, if necessary, may estimate the charge on the 

29 basis of external indices or factors. The department shall 

30 give notice 

31 the charge. 

32 irre~eeeb!y 

33 is assessed 

34 of notice of 

35 a hearing or 

of sMeh the determination to the person liable fer 

S~eh The determination shall ~ine%%y-a"d 

fix the charge unless the person against whom it 

shall, within thirty sixty days after the giving 

s~eh the determination, app:y to the director for 

unless the direeter-e"-the-d±reeter~s-~etie" 
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1 ~~at:-red~ce-t~e-c~erge taxpayer contests the determination by 

2 paying the tax, interest, and penalty and timely filing a 

3 claim for refund. At ~~ch the hearing evidence may be offered 

4 to support ~~c~ the determination or to prove that it is 

5 incorrect. After ~ach the hearing the director shall give 

6 notice of the decision to the person liable for the charge. 

7 If a depositor's, receiver's, or other person's challenge 
8 relates to the diminution rate, the burden of proof upon the 

9 challenger shall only be satisfied by clear and convincing 
10 evidence. 

11 Sec. 9. Section 429.2, Code 1993, is amended by striking 

12 the section and inserting in lieu thereof the following: 

13 429.2 APPEAL. 

14 1. Notwithstanding the provisions of chapter 17A, the 

15 taxpayer shall have thirty days from the date of postmark of 

16 the notice of assessment to appeal the assessment to the state 

17 board of tax review. Thereafter, the proceedings before the 

18 state board of tax review shall conform to the provisions of 

19 s~bsection 2, section 421.1, subsection 4, and chapter 17A. 

20 2. The following rules shall apply to the appeal pro-

21 ceedings in addition to those stated in section 421.1, 

22 subsection 4, and chapter 17A. 

23 a. The department's assessment shall be presumed correct 

24 and the burden of proof shall be on the taxpayer with respect 

25 to all issues raised on appeal, including any challenge of the 
26 director's valuation. 

27 b. The burden of proof must be carried by a preponderance 
28 of the evidence. 

29 c. The board shall hear all evidence presented by the 

30 taxpayer and the department, including, but not limited to, 

31 evidence relating to the valuation of the property involved. 

32 d. The board shall determine the value of the property 

33 based 

34 e. 

upon its review of the evidence presented. 

Upon the request of a party the board shall set the 
35 case for hear:ng within one yedr of the date of the request. 
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1 The hearing shall not be unreasonably continued, and absent 

2 justification for delay, if either party fails to appear at 

3 the hearing on the date scheduled, judgement shall be entered 

4 against the party failing to appear and the party failing to 

5 appear shall be barred from appealing for judicial review as 

6 provided in section 429.3. 

7 Sec. 10. Section 429.3, Code 1993, is amended by striking 
8 the section and inserting in lieu thereof the following: 

9 429.3 JUDICIAL REVIEW. 

10 Either party may petition for judicial review in the 

11 district co~rt pursuant to the following provisions, which are 

12 in lieu of the judicial review provisions of chapter 17A: 

13 , -· Proceedings for judicial review shall be instituted by 

14 filing a petition in Polk county district court. Within ten 

15 days after the filing of a petition for judicial review the 

16 petitioner shall serve by the means provided in the Iowa rules 

17 of civil procedure for the personal service of an original 

18 notice, or shall mail copies of the petition to all parties 

19 named in the petition. The personal service or mailing shall 

20 be jurisdictional. 

2: mailing referred to 

22 party's attorney of 

23 board of tax review. 

The delivery by personal service or 

in this subsection may be made upon the 

record in the proceeding before the state 

A mailing shall be addressed to the 

24 parties or their attorney of record in the proceeding before 
25 the board. A mailing shall be addressed to the parties and 

26 their attorney of record at their last known mailing address. 

27 Proof 

28 2. 

of mailing shall be by affidavit. 

The petition for review shall contain a concise 

29 statement of all of the following: 

30 a. The nature of the board's action which is the subject 

31 of the petition. 

32 b. The facts upon which jurisdiction of the court is 

33 based. 

34 c. 

35 by the 

An assignment 

board. 

of each error alleged to have been made 
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1 d. A brief stateme~t of the facts relied upon by the 
2 appellant. 

3 e. The relief sought. 

4 3. The filing of the petition in district court does not 

5 itsel: stay execution or enforcement of the state board of tax 

6 review action. Upon application the court may, in appropriate 

7 cases, order a stay pending the outcome of the judicial review 
8 proceedings. 

9 4. The board shall certify a record of its proceedings to 
10 the district court which record shall be reviewed and 

11 co~sidered by the district court. The district court shall 

12 no~ consider evidence or issues not presented to the board, 

13 except that the court shall permit testimony by witnesses who 

14 appeared before the board upon motion of a party. This motion 

15 shall be granted if a party establishes that the testimony of 

16 the witness is material and will assist the court. 

17 5. The district court sha~l have jurisdiction in any 

18 judicial review proceedings, to review by trial de novo all 

19 decisions of the board. As used in this section, "trial de 

20 novo'' means an original, indepe~de~t proceeding, and does not 

21 mean a trial de novo on the record. 

22 6. The court may affirm, reverse, modify, or grant other 

23 appropriate relief from the board action. 

24 Sec. 11. NEW SECTION. 429.4 APPEALS OF JUDICIAL REVIEW. 

25 An aggrieved party to the judicial review proceeding may 

26 obtain a review of any final judgment of the district cour~ by 

27 appeal. The appeal shall be taken as in other civil cases. 
28 Sec. 12. Section 450.94, subsection 3, Code 1993, is 
29 amended to read as follows: 

30 3. If the amount paid is greater than the correct tax, 

31 penalty, and interest due, the department shall refund the 

32 excess with interest. Interest shall be computed at the rate 

33 in effect under sectio~ 421.7, under the rules prescribed by 

34 the director co~nting each fraction of a month as an entire 

35 month and the interest shall begin to accrue on the first day 
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1 of the second calendar month following the date of payment or 

2 on the date the return was due to be filed or was filed, 

3 whichever is the latest. However, the director shall not 

4 allow a claim for refund or credit that has not been filed 

5 with the department within three years after the tax payment 

6 upon which a re:und or credit is claimed became due, or one 

7 year after the tax payment was made, whichever time is later. 

8 A determination by the department of the amount of tax, 

9 penalty, and interest due, or the amount of refund for excess 

10 tax paid, is final unless the person aggrieved by the 

ll determination appeals to the director for a revision of the 

12 determination within t~±~ty sixty days from the postmark date 

13 of the notice of determination of tax, penalty, and interest 

14 due or refund owing or unless the taxpayer contests the 

15 determination by paying the tax, interest, and penalty and 

16 timely filing a claim for refund. The director shall grant a 
17 hearing, and upon the hearing the director shall determine the 

18 correct tax, penalty~ and interest or refund due, and notify 

19 the appe:lant of the decision by mail. The decision of the 

20 director is final unless the appellant seeks judicial review 

2: of the director's decision under section 450.59 within sixty 

22 days after the postmark date of the notice of the director's 

23 decision. 

24 Sec. 13. Section 452A.64, Code 1993, is amended to read as 

25 follows: 

26 452A.64 FAILURE TO FILE RETURN -- INCORRECT RETURN. 

27 If a return required by this chapter is not filed, or if a 

28 return when filed is incorrect or insufficient and the filer 

29 fails to file a corrected or sufficient return within twenty 

30 days after the same is required by notice from the appropriate 

31 state agency, the appropriate state agency shall determine the 

32 amount of tax due. The determination shall be made from all 

33 information that the appropriate state agency may be able to 

34 obtain and, if necessary, the agency may estimate the tax on 

35 t~e basis of external indices. The appropriate state agency 
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1 shall give notice of the determination to the person liable 

2 for the tax. The determination shall ~~"e~~y-a"e-~rrevoea~~y 
3 fix the tax unless the person against whom it is assessed 

4 shall, within ~h~r~y sixty days after the giving of notice of 

5 ~tleh the determination, apply to the director of the 

6 appropriate state agency for a hearing or unless the d~ree~or 

7 redtlee~-the-es~e~~Me"t taxpayer contests the determination by 

8 paying the tax, interest, and penalty and timely filing a 

9 claim for refund. At the hearing, evidence may be offered to 

10 support the determination or to prove that it is incorrect. 

11 After the hearing, the director shall give notice of the 

12 decision to the person liable for the tax. The findings of 

13 the appropriate state agency as to the amount of fuel taxes, 

14 penalties and interest due from any person shall be presumed 

15 to be the correct amount and in any litigation which may 

16 follow, the certificate of the agency shall be admitted in 

17 evidence, shall constitute a prima-facie case and shall impose 

18 upon the other party the burden of showing any error in the 

l9 findings and the extent thereof or that the finding was 

20 co~trary to law. 

21 ~he-eireetor-May,-o~-the-direeter~~-ow~-~o~~o~-at-a"y-ti~e, 

22 a~ate-a"y-pert~o"-of-tex,-i"terest-or-pe"a~t~es-wh~eh-ere 

23 determi"ed-ee-~e-exee~sive-i"-emotl"t-or-erre"eetls%y-or 

24 i~~e~etty-e~~e~~ed~ 

25 Sec. 14. Section 453A.29, Code 1993, is amended to read as 

26 follows: 

27 453A.29 NOTICE AND APPEAL. 

28 The department shall notify any person assessed pursuant to 

29 section 453A.28 by sending a written notice of the 

30 de~ermination end-as~e~~ment by mail to the principal place of 

31 business of the person as shown on the person's application 

32 for permit, and if no ~ application was not filed by the 

33 person, to the person's last known address. A determination 

34 by the department of the a~oun: of tax, penalty, and interest 

35 due, or the amount of refund for excess tax paid, is finalL 
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1 unless the person aggrieved by the determination appeals to 

2 the director for a revision of the determination within th±~ty 

3 sixty days from the postmark date of the notice of 

4 determination of tax, penalty, and interest or refund owing or 

5 unless the taxpayer contests the determination by paying the 

6 tax, interest, and penalty and timely filing a claim for 

7 refund. The director shall grant a hearing and upon the 

8 hearing, the director shall determine the correct tax, 

9 penalty, and interest or refund due and notify the appellant 
10 of the decision by mail. Judicial review of action of the 

ll director may be sought in accordance with the Iowa 

12 ad~inistrative procedure Act and section 422.29. 

13 Sec. 15. Section 453A.46, subsection 4, Code 1993, is 

14 amended to read as follows: 

15 4. The department shall notify any person assessed 

16 pursuant to this section by sending a written notice of the 

17 determination a~e-a~~e~sment by mail to the principal place of 

18 business of the person as shown on the person's application 

19 for permit, and if an application was not filed by the person, 

20 to the person's last known address. A determination by the 

21 department of the amount of tax, penalty, and interest due, or 

22 the amount of refund for excess tax paid, is final~ unless the 

23 person aggrieved by the determination appeals to the director 

24 for a revision of the determination within th±~ty sixty days 

25 from the postmark date of the notice of determination of tax, 

26 penalty, and interest or refund owing or unless the taxpayer 

27 contests the determination by paying the tax, interest, and 
28 penalty and timely filing a claim for refund. The director 

29 shall grant a hearing and upon the hearing, the director shall 

30 determine the correct tax, penalty, and interest or refund due 

31 and notify the appellant of the decision by mail. Judicial 

32 review of action of the director may be sought in accordance 

33 with chapter l7A and section 422.29. 

34 Sec. 16. Section 453A.48, subsection 5, Code 1993, is 

35 amended to read as follows: 
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5. Any person aggrieved by an order of the director fixing 

a tax, penalty or interest under section 453A.43 may, within 

thirty sixt;t days from the date of notice of the order, appeal 

to the board of review in the manner provided by law or unless 

the taxpayer contests the determination b;t paying the tax, 

interest, and penalty and timely filing a claim for refund. 

Judicial review of any other action of the director may be 

sought in accordance with the terms of the Iowa administrative 

procedure Act. 

Sec. 17. EfFECTIVE DATES. 

1. Section l, subsection 2, paragraph "a", of this Act is 

e!fective for contacts made by the department on or after 

January l, 1995. 

14 2. Section 1, subsection 2, paragraphs "b" and "c", and 

15 section 1, subsections 4 and 6, of this Act are effective for 

16 notices of assessment or refund denials issued on or after 

17 January 1, 1995. 

18 3. Section 1, subsection 2, paragraphs "h", "i", and ''k'', 

19 and subsection 8, and sections 2, 3, 5, and 7 through 16 of 

20 this Act are effective for notices of assessment issued on or 

21 after January 1, 1995. 

22 4. Section 1, subsection 2, paragraph "d", of this Act is 

23 effective for designations made on or after January 1, 1995. 

24 S. Section 1, subsection 2, 

25 effective to accrue interest on 

paragraph ''e", of this Act is 

or after January 1, 1995. 

26 6. Section 1, subsection 2, paragraph "f", of this Act is 

27 effective for refund claims filed on or after January 1, 1995. 

28 7. Section 1, subsection 2, paragraph ''g", of this Act is 

29 effective for appeals filed on or after January 1, 1995. 

30 8. Section 1, subsection 2, paragraph "j'', of this Act is 

31 effective for taxpayer interviews conducted on or after 

32 January 1, 1995. 

33 9. Section l, subsection 2, paragraph "1", of this Act is 

34 effective for annual reports for fiscal years ending June 30, 

35 1995, ar.d thereafter. 
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1 10. Section 1, subsection 3, of this Act is effective for 

2 deferred payment agreements made on or after January 1, 1995. 

3 11. Section 1, subsection 5, of this Act is effective for 

4 actions of the director or department employee that occur on 

5 or after January 1, 1995. 

6 12. Section 1, subsection 7, of this Act is effective for 

7 evaluations made on or after January l, 1995. 

8 13. Section 1, subsection 9, of this Act is effective on 

9 or after January 1, 1995. 

10 14. Section 4 of this Act is effective for payments made 

11 on or after January 1, 1995. 

12 15. Section 6 of this Act is effective for petitions for 

13 judicial review filed on or after January 1, 1995. 

14 EXPLANATION 

15 The bill sets out the obligations of the department of 

16 revenue and finance and the rights of taxpayers and procedures 

17 to be followed in regard to state taxes which are, in most 

18 cases, in addition to those responsibilities and duties 

19 presently existing. These duties require informing the 

20 taxpayer of the taxpayer's rights, the obligations of the 

21 department with respect to notice of tax owed, denial of 

22 claim, or reduction in refunds and the reasons for such, and 

23 the taxpayer's right to appeal and the time period when the 

24 appeal must be filed. The bill also provides for awarding of 

25 costs and damages to a taxpayer as a result of a position 

26 taken by the department which is not substantially justified. 

27 The bill provides that if a determination of additional tax 

28 is made or refund claim denied the taxpayer has 60 days, which 

29 is an increase from the present 30 days, to file an appeal or 

30 to contest the action by paying the tax, interest, and penalty 

31 and timely filing a claim for refund. 

32 The bill has effective and applicability date provisions. 

33 

34 

35 
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