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An 

Approved 

A BILL FOR 

Act relating to the administration of the tax and related laws 

by the department of revenue and finance, including 

administration of state individual income, corporate income, 

franchise, sales, services, and use, motor fuel, cigarette and 

tobacco, local option, inheritance and estate, and property 

taxes; providing penalties; and including effective and 

retroactive applicability date provisions. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: Y\ 
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1 Section l. Sect:on 42l.l, unnul\<bered paragraph 8, Code 

2 1997, is amenued to read as follo\·r:: 

3 The state board shall k~ld-at-i~s~t-5ix-~egtliar-ffleetings 

4 eaeh-year 7 -~he-first-of-wnieh-ehai±-be-on-tne-seeond-seenlar 

:. day-of-cJtlly meet as di?emed necessa~y by the chairperson. 

6 Spec1al meetings of f~e state board may be called by the 

7 chairperson on rive days' notice given to each member. All 

8 meetings shall be held at the office of the tax department 

9 unless a different place within the state is designated by the 

10 state board or in the notice of the meeting. 

11 Sec. 2. Section 421.16, Code Supplement 1997, is amended 

12 to read as follows: 

13 42l.l6 EXPENSES. 

14 The director 7 -de~nty-direetors 7 and department employees 

15 are entitled to receive from the state their actual necessary 

16 expenses while traveling on the business of the department. 

17 The expenditures shall be sworn to by the party who incurred 

18 the expense, and approved and allowed by the director. 

19 However, such expenses shall not be allowed residents of Polk 

20 county while in the city of Des Moines or traveling between 

71 their homes and the city of Des Moines. 

22 Sec. 3. Section 421.17, 

23 Supplement 1997, is amended 

24 unnumbered paragraph: 

2S NEW UNNUMBERED PARAGRAPH. 

subsection 29, paragraph g, Code 

by adding the following new 

The department of revenue and 

26 finance shall send the written notification required by this 

27 paragraph when the person's liability is payable to the clerk 

28 of district court. The judicial department shall prescribe 

29 procedures for contesting the amount of the person's liability 

30 to the clerk. Other applicable procedures shall be prescribed 

31 by the department of revenue and finance. The written 

32 notification shall state the clerk's assertion of rights lo 

33 all or a portion of the payment, the clerk's entitlement to 

34 recover the liability through the setoff procedure, the basis 

35 of the assertions, the person's opportunity to request within 
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fifteen days of mailing of the notice that the department 

2 divide a jointly or commonly owned right to payment between 

J owners, the person's opportunity to contest the liability to 

4 the clerk by written application to the clerk, and the 

5 person's opportunity to contest the department's setoff 

6 procedure. If a person files written notice of intent to 

7 contest an allegation with the clerk within fifteen days of 

8 the mailing of the notice, the clerk shall h~ld the payment 

9 unlil disposition of the allegation. Upon completion of the 

10 setoff, the department shall file, at least monthly, with the 

ll clerk of the district court a notice of satisfaction of each 

12 obligation to the full extent of all moneys collected in 

13 satisfaction of the obligation. The clerk shall record the 

14 notice and enter a satisfaction for the amounts collected, and 

15 no separate written notice is required. 

16 Sec. 4. Section 421.18, Code 1997, is amended to read as 

17 follows: 

18 421.18 DUTIES OF PUBLIC OFFICERS AND EMPLOYEES. 

19 It shall be the duty of all public officers and employees 

20 of the state and of-alt-mttn~e~palitie~ local governments to 

21 give to the director of revenue and finance information in 

22 their possession relating to taxation when required by the 

2J director, and to co-operate with and aid the director's 

24 efforts to secure a fair, equitable, and just enforcement of 

25 the taxation and revenue laws. 

26 Sec. 5. Section 421.40, unnumbered paragraph 3, Code 1997, 

27 1s amended to read as follows: 

28 The departments, the general assembly, and the courts shall 

29 pay their claims in a timely manner. If a claim for services, 

30 supplies, materials, or a contract which is payable from the 

31 state treasury remains unpaid after sixty days following the 

32 receipt of the claim or the satisfactory delivery, furnishing, 

33 or performance of the services, supplies, materials, or 

34 contract, whichever date is later, the state shall pay 

35 interest at the rate of one percent per month on the unpaid 
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1 amount of the claim. This paragraph does not apply to claims 

2 against the state under chapters 25 and 669 or to claims paid 

3 by federal funds. The interest shall be charged to the 

4 appropriation or fund to which the claim is certified. 

~ Departmen~s may enter into contracts for goods or services on 

6 payment. terms of less than sixty days, and pay interest on the 

1 unpaid amount of any claim, if the state may obtain a 

8 financial benefit or incentive which would not otherwise be 

9 available from the vendor. The department, 1n consultation 

10 with the department of general services and other affected 

11 agencies, shall develop policies to promote consistency and 

12 fiscal responsibility with respect to payment terms authorized 

13 under this paragraph. The director of the-de~s~tment-of 

14 revenue and finance shall adopt rules under chapter l7A 

l~ relating to the administration of this paragraph. 

16 Sec. 6. Section 422.5, subsections 3 and 11, Code 

17 S11pplement 1997, are amended by striking the subsections. 

18 Sec. 7. Section 422.13, subsection 5, Code 1997, is 

19 amended to read as follows: 

20 5. Notwithstanding subsections 1 through 4 and sections 

21 422.15 and 422.36, a partnership, a limited liability company 

22 whose members are taxed on the company's income under 

23 provisions of the Internal Revenue Code, trust, or corporation 

24 whose stockholders are taxed on the corporation's income under 

25 the provisions of the Internal Reven11e Code is-entitled-to 

26 ~eqttest-~e~mission-£~om-the-di~eetor may, not later than the 

27 due date for filing its return for the taxable year, including 

28 any extension thereof, elect to file a composite return for 

29 the nonresident partners, members, beneficiaries, or 

JO shareholders. The director may g~ent-pe~mission-~o-£ile-o~ 

31 require that a composite return be filed under the conditions 

32 deemed appropriate by the director. A partnership, limited 

1.1 liability compan.Y.<_ trust, or corporation filing a composite 

34 return is liable for tax required to be shown due on the 

3S return. All powers of the director and requirements of the 
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1 director apply to returns filed under this 5ubsection 

2 including, but not limited to, the provisions of this divisior 

3 and division VI of this chapter. 

4 Sec. 8. Section 422.16, subsection 2, unnumbered paragraph 

5 2, Code 1997, is amended to read as follows: 

6 Every withholding agent on or before th~ end of the second 

I month following the close of the calendar year in which the 

8 withholding occurs shall make an annual re,JOrting of taxes 

9 withheld and other information prescribed 0y the director and 

10 send to the department copies of wage and tax statements with 

11 the return. At the discretion of the director, the 

12 withholding agent shall not be required to send wage 

13 statements and tax statements with the annual reporting return 

14 form if the information is available from the Internal Revenue 

lS Service or other state or federal agencies. 

16 Sec. 9. Section 422.23, unnumbered paragraph 2, Code 1997, 

17 is amended by striking the unnumbered paragraph. 

18 Sec. 10. Section 422.25, subsection 1, paragraph b, Code 

19 1997, is amended to read as follows: 

20 b. The period for examination and determination of the 

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

22 fraudulent return made with the intent to evade tax or 1n the 

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

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

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

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

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

28 lS the period of limitation for the taxable year of the net 

29 operating loss or net capital loss which results ln the 

30 carryback. If the tax found due is greater than the amount 

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

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

33 shall mail a notice of assessment to the taxpayer and, if 

34 applicable, to the taxpayer's authorized representative of the 

35 total, which shall be computed as a sum certain if paid on or 
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l before the last. day of the month in which t.he notice IS 

2 pestmttrked dated, or on or before the last day of the 

3 following month if the notice lS postmarked dated after lhe 

4 twentieth day of any month. The notice shall also inform the 

5 taxpayer of the additional interest and penalty which will be 

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

7 of the applicable month. 

8 Sec. ll. Section 422.25, subsection 3, Code 1997, is 

9 amended to read as follows: 

10 3. If the amount of the tax as determined by the 

ll department is less than the amount paid, the excess shall be 

12 refunded with interest, the interest to begin to accrue on the 

13 first day of the second calendar month following the date of 

14 payment or the date the return was due to be filed, or the 

15 extended due date by which the return was due to be filed if 

16 ninety percent of the tax was paid by the original due date, 

17 or was filed, whichever is the latest, at the rate in effect 

18 under section 421.7 counting each fraction of a month as an 

19 entire month under the rules prescribed by the director. If 

20 an overpayment of tax results from a net operating loss or net 

21 capital loss which is carried back to a prior year, the 

22 overpayment, for purposes of computing interest on refunds, 

23 shall be considered as having been made on the date a claim 

24 for refund or amended return carrying back the net operating 

25 loss or net capital loss is filed with the department or on 

26 the first day of the second calendar month following the date 

27 of the actual payment of the tax, whichever is later. 

28 However, when the net operating loss or net capital loss 

29 carryback to a prior year eliminates or reduces an 

30 underpayment of tax due for an earlier year, the full amount 

31 of the underpayment of tax shall bear interest at the rate in 

32 effect under section 421.7 for each month counting each 

33 fraction of a month as an entire month from the due date of 

34 the tax for the earlier year to the last day of the taxable 

3S year in which the net operating loss or net capital loss 

-5-
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3 paragraph l, 

4 follows: 
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Section 422.33, subsectio, J, unnumbered 

Code Supplement 1997, is amended to read as 

~ A tax is imposed annually upon each corporation or9e~ized 

6 n~der-~he-laws-of-th±s-state;-a"d-tlpo~-eeeh-forei9~ 

7 eorpora~io~ doing business in this state, or deriving income 

8 from sources within this state, 1n an amou11t computed by 

9 applying the following rates of taxation tu the net income 

10 received by 

tl Sec. 13. 

12 paragraph l, 

l3 follows: 

the corporation during the income year: 

Section 422.33, subsection 2, unnumbered 

Code Supplement 1997, is amended to read as 

14 If the trade or business of the corporation is carried on 

15 entirely within the state, the tax shall be imposed on the 

16 entire net income, but if the trade or business is carried on 

17 partly within and partly without the state or if income is 

18 derived from sources partly within and partly without the 

lY state, or if income is derived from trade or business and 

20 sources, all of which are not entirely in the state, the tax 

2l shall be imposed only on the portion of the net income 

22 reasonably attributable to the trade or business or sources 

23 within the state, with the net income attributable to the 

24 state to be determined as follows: 

25 Sec. 14. Section 422.42, subsection 6, Code Supplement 

26 1997, is amended to read as follows: 

27 6. "Gross taxable services" means the total amount 

28 received in money, credits, property, or other consideration, 

29 valued in money, from services rendered, furnished, or 

30 performed in this state except where such service is-performed 

Jl o~-~a~gible-perso~a±-property-det~vered-~~to-i~terstate 

32 eommeree-or is used in processing of tangible personal 

33 property for use in taxable retail sales or services and 

34 embraced within the provisions of this division. However, the 

3S taxpayer may take credit in the taxpayer's report of gross 
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l taxable services for an amount equal to the value of services 

?. rendered, furnished, or performed when the full value of "'"eh 

3 the services the reef is refunded either in cash or by credit. 

4 Taxes paid on gross taxable services represented by accounts 

5 found to be worthless and actually charged off for income tax 

6 purposes may be credited upon a subsequent payment of the tax 

7 due here,nde~, but if any ~"eh accounts are thereafter 

8 collected by the taxpayer, a tax shall be paid upon the 

9 amounts so collected. 

10 Sec. 15. Section 422.42, subsection 18, unnumbered 

ll paragraph l, Code Supplement 1997, is amended to read as 

12 follows: 

13 "Services" means all acts or services rendered, furnished, 

14 or performed, other than services pe~formed-on-tang±b~e 

15 per~onat-prope~ty-deti~e~ed-±nto-inte~state-ee~eree7 -or 

16 ~e~~±ee~ used in processing of tangible personal property for 

17 use in taxable retail sales or services, for an "employer" as 

18 defined in section 422.4, subsection 3, for a valuable 

19 consideration by any person engaged in any business or 

20 occupation specifically enumerated in this division. The tax 

21 shall be due and collectible when the service is rendered, 

22 furnished, or performed for the ultimate user thereo£ of the 

23 service. 

24 Sec. 16. Section 422.44, unnumbered paragraph 2, Code 

25 1997, is amended by striking the unnumbered paragraph. 

26 Sec. 17. Section 422.45, subsection 7, paragraph b, 

27 unnumbered paragraph l, Code Supplement l9S7, is amended to 

28 read as follows: 

29 Such governmental unit, educational institution, or 

30 nonprofit private museum shall, not more than s±x-mon~hs one 

31 yea~ after the final settlement has been made, make 

32 application to the department for any refund of the amount of 

33 stleh the sales or use tax which shall have been paid upon any 

34 goods, wares or merchandise, or services rendered, furnished, 

35 or performed, Stleh the application to be made in the manner 
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l and upon forms to be provided by the departmLnt, a~d the 

2 department shall forthv1ith audit Stl<:h the claim and, if 

1 approved, issue a warrant to ~tleh the governmo•ntal unit, 

4 educational institution, or nonprofit private museum in the 

5 amount of ~tleh the sales or use tax which has been paid to the 

6 state of Iowa under ~n<:h the contract. 

7 Sec. 18. Section 422.45, subsection 46, Code Supplement 

8 1997, is amended to read as follows: 

9 46. The gross receipts from the sale of property or of 

10 services performed on property which the s~iie~ retailer 

11 transfers to a carrier for shipment to a point outside of 

12 Iowa, places in the United States mail or parcel post directed 

13 lo a point outside of Iowa, or transports to a point outside 

14 of Iowa by means of the ~etie~~s retailer's own vehicles, and 

15 which is not thereafter returned to a point within Iowa, 

16 

17 

18 

J 9 

20 

21 

except solely in the course of interstate commerce or 

transportation. This exemption shall not apply if the 

purchaser, consumer, or their agent, other than a carrier., 

takes physical possession of the property in Iowa. 

Sec. 19. Section 422.47, subsection 3, paragraphs a and b, 

Code Supplement 1997, are amended to read as follows: 

22 a. The department shall issue or the seller may separately 

23 provide exemption certificates in the form prescribed by the 

24 director to assist retailers in properly accounting for 

25 nontaxable sales of tangible personal property or services to 

26 purchasers for ptl~peses-o£-~ese!e-o~-£o~-p~oee~si~g,-e~ee~t 

2J ftlet-eo~stlmed-i~-p~oeessi~g a nontaxable purpose. The 

2B department shall also allow the use of exemption certificates 

29 for those circumstances in which a sale is taxable but the 

30 seller 1s not obligated to collect tax from the buyer. 

31 b. The sales tax liability for all sales of tangible 

32 personal property and all sales of services is upon the seller 

33 and the purchaser unless the seller takes in good faith from 

34 the purchaser a valid exemption certificate stating under 

35 penalties for perJury that the purchase is for ~esa!e-o~-£or 

-8-
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1 p~oeess~"9 a nontaxable purpose and is not a retail sale as 

2 defined in section 422.42, subsect)On l4, or the seller is not 

J obligated to collect tax due, or unless the seller takes a 

4 fuel exemption certificate pursuant to subsection 4. If the 

5 tangible personal property or services are purchased tax free 

6 pursuant to a valid exemption certificate which is taken in 

7 good fa1th by the seller, and the tangible personal property 

8 or services are used or disposed of by the purchaser in a 

9 nonexempt manner, the purchaser is solely liable for the taxes 

10 and shall remit the taxes directly to the department and 

11 sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56, 

J2 422.57, 422.58, and 422.59 shall apply to the purchaser. 

13 Sec. 20. Section 422.47, subsection 3, paragraph e, Code 

14 Supplement 1997, is amended to read as follows: 

15 e. If the circumstances change and as a result the 

16 tangible personal property or services are used or disposed of 

17 by the purchaser in a nonexempt manner or the purchaser 

18 becomes obligated to pay the tax, the purchaser is liable 

19 solely for the taxes and shall remit the taxes directly to the 

20 department in accordance with this subsection. 

21 Sec. 21. Section 422.47, subsection 4, paragraph c, Code 

22 Supplement 1997, is amended to read as follows: 

23 c. The purchaser may apply to the department for its 

24 review of the fuel exemption certificate. In this event, the 

25 department shall review the fuel exemption certificate within 

26 twelve months from the date of application and determine the 

27 correct amount of the exemption. If the amount determined by 

28 the department is different than the amount that the purchaser 

29 claims is exempt, the department shall promptly notify the 

30 purchaser of the determination. Fail~re of the department to 

Jl make a determination within twelve months from the date of 

32 application shall constitute a determination that the fuel 

33 exemption certificate is correct as submitted. A 

34 determination of exemption by the department is final unless 

35 the purchaser appeals to the directoc for a revision of the 
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l determination within th±~ty sixty days aft~r th~ ~stmark dat~ 

7 of the notice of determination. The director shall grant ~ 

3 hearing, and upon the hearing the director shall determine tne 

4 correct exemption and notify the purchaser of the decision by 

5 mail. The decision of the director is final unless the 

6 purchaser seeks judicial review of the director's decision 

7 under section 422.55 within thirty sixty d3ys after the 

8 postmerk date of the notice of the director'~ decision. 

9 Unless there is a substantial change, the department shall not 

10 1mpose penalties pursuant to section 422.58, both 

11 retroactively to purchases made after the date of application 

12 and prospectively until the department gives notice to the 

13 purchaser that a tax or additional tax 1s due, for failure to 

14 remit any tax due which is in excess of a determination made 

15 under this section. A determination made by the department 

16 pursuant to this subsection does not constitute an audit for 

17 purposes of section 422.54. 

18 Sec. 22. Section 422.50, Code 1997, 1s amended to read as 

19 follows: 

20 422.50 RECORDS REQUIRED. 

21 rt shall be the duty of every retailer required to make a 

22 report return and pay any tax under this division, to preserve 

23 those records of the gross ~ro~eeds-of receipts from sales or 

24 services as the director may require and it shall be the duty 

25 of every retailer to preserve for a period of five years all 

26 invoices and other records of goods, wares, merchandise, or 

27 services p~reheseo-for-resa±e; and all these books, invoices, 

28 and other records shall be open to examination at any time by 

29 the department, and shall be made available within this state 

30 for examination upon reasonable notice when the director 

31 orders. 

32 Sec. 23. Section 422.52, subsection 3, unnumbered 

3J paragraph 2, Code 1997, is amended by striking the unnumbered 

31 paragraph. 

3S Sec. 24. Section 422.60, subsection l, Code 1997, 1s 

-10-
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l amended to read as follows: 

2 1. A franchise tax according to and measured by net income 

3 is imposed on financial institutions for the privilege of 

4 doing business in this state as rinane±at-ins~±~tt~±ons 

5 corporations. 

6 Sec. 25. Section 422.68, subsection 4, Code 1997, is 

7 amended to read as follows: 

8 4. The department may make photostat, microfilmL or other 

9 photographic copies of records, reportsL and other papers 

10 either filed by the taxpayer or prepared by the department. 

ll In addition, the department may create and use any system of 

12 recordkeeping reasonably calculated to preserve its records 

13 for any time period required by law. When stteh photostatL or 

14 microfilm, or other copies have been made, the department may 

15 destroy saeh the original records which are the basis for the 

16 copies in ~tteh any manner as prescribed by the director. Stteh 

17 photos~at-or Photostat, microfilm, or other types of copies, 

18 when no longer of use, may be destroyed as provided in 

19 subsection 3. Stteh-pho~osta~ Photostat, microfilm, or other 

20 pho~ographie records shall be admissible in evidence when duly 

21 certified and authenticated by the officer having custody and 

22 control ~hereof of them. 

23 Sec. 26. Section 422.72, subsection 1, unnumbered 

24 paragraph l, Code Supplement 1997, is amended to read as 

25 follows: 

26 It is unlawful for the director, or any person having an 

27 administrative duty under this chapter, or any present or 

28 former officer or other employee of the state authorized by 

29 the director to examine returns, to divulge in any manner 

30 whatever, the business affairs, opera~ions, or information 

31 obtained by an investigation under this chapter of records and 

32 equipment of any person visited or examined in the discharge 

33 of official duty, or the amount or source of income, profits, 

34 losses, expenditures or any particular thereof, set forth or 

35 disclosed in any return, or to permit any return or copy of a 
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l return or any book containing any abstract or partl~ulars 

2 thereof to be seen or examined by any Ferson except as 

3 provided by law. It is unlawful for any person to willfully 

4 inspect, except as authorized by the director, any return or 

5 return information. However, the director may authorize 

6 examination of such state returns and other state information 

7 which is confidential under this section, if a reciprocal 

8 arrangement exists, by tax officers of anothe·· state or the 

9 federal government. The director may, by rules adopted 

10 pursuant to chapter l7A, authorize examination of state 

ll information and returns by other officers or employees of this 

12 state to the extent required by their official duties and 

13 responsibilities. Disclosure of state information to tax 

14 officers of another state is limited to disclosures which have 

15 a tax administrative purpose and only to officers of those 

16 states which by agreement with this state limit the disclosure 

17 of the information as strictly as the laws of this state 

18 protecting the confidentiality of returns and information. 

19 The director shall place upon the state tax form a notice to 

20 the taxpayer that state tax information may be disclosed to 

21 tax officials of another state or of the United States for tax 

22 administrative purposes. 

23 Sec. 27. Section 422.110, Code 1997, 1s amended to read as 

24 follows: 

25 422.110 INCOME TAX CREDIT IN LIEU OF REFUND. 

26 In lieu of the fuel tax refund provided in see~~o~s section 

27 452A.l7 ~o-45~A.l9, a person or corporation subject to 

28 taxation under divisions II or III of this chapter,-exeep~ 

29 pe~sons-o~-eo~po~e~~ons-l~eensed-tlnde~-seet~on-45~A.4, may 

30 elect to receive an income tax credit fo~-tax-yee~s-be~~nn±n~ 

31 on-o~-af~e~-oen~a~y-l,-l9y5. The person or corporation which 

32 elects to receive an income tax credit shall cancel its refund 

13 permit obtained under section 452A.l8 within thirty days after 

34 the first day of its tax year or the permit becomes invalid at 

3~ that time. For the purposes of this section, "person'' 

-12-
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l includes a person claiming a tax credit based upon the 

2 person's pro rata share of the earnings from a partnership.!. 

3 limited liability co~pany, or corporation ~hich is not subject 

4 to a tax under division II or III of this chapter as a 

S partnership, limited liability company, or corporation. If 

6 the election to receive an income tax credit has been made, it 

7 remains effective for at least one tax year, and for 

8 subsequent tax years unless a change is requested and a new 

9 refund permit applied for within thircy days after the first 

10 day of the person's or corporation's tax year. The income tax 

ll credit shall be the amount of the Iowa fuel tax paid on fuel 

12 purchased by the person or corporation and t!sed-as-fo't:!:ews~ is 

13 subjecl to the conditions provided in section 452A.l7 with the 

14 exceplion that the income tax credit is not available for 

15 refunds relating to casualty losses, transport diversions, 

16 pumping credits, blendinq errors, idle time, power takeoffs, 

17 reefer units, and exports by eligible purchasers. 

18 t.--Mo~o~-ttle:!:-as-de£±ned-±n-seet±o~-45~A.~,-5tlbseetion-}7, 

19 tised~fe~-the-ptirpose-of-eperating-or-propet:!:ing-farm-trae~ersy 

20 eorn-she:!::!:ers,-ro±:!:er-m±:!::!:s,-trtiek-motlnted-feed-gr±nders, 

21 stati~nary-engines 7 -fer-prodne±ng-denattlred-aleohol-with±n-the 

27 ~~e~e,-fo~-eleenin9-o~-dye~ng,-er-for-any-ptlrpo~e-othez-than 

23 in-watere~&ft-or-a±reraft-or-±n-meto~-veh±eles-operated-or 

24 intended-to-be-operated-t!pen-the-pt!b±±e-highways. 

25 r.--Spee±ar-ftlel,-as-defi~ed-in-seetio~-45~A.r,-t!sed-for 

26 the-p~rpose-of-operat±on-of-eorn-shel:!:ers,-ro:!:ler-mil:!:s,-a~d 

27 feed-grinders-motlnted-en-trtleks~ 

28 3.--Motor-ftle:!:-p:!:aeed-±n-motor-~ehtetes-and-nsed1 -other 

29 than-on-p~bt±e-highways7 -±n-the-extraet±en-and-proeess±ng-of 

30 natMrat-depes±ts. 

31 4.---Motor-ftle:!:-or-spee±at-ftlel-tlsed-by-a-bona-f-i:de 

32 eomme~eiat-fisher,-±±eensed-and-ope~atifl9-~ncier-an-owner~s 

33 eertifieate-for-eel!ll'llereiat-f±sh-i:ng-gear-oi:sstled-pt!rstlaflt-to 

34 seet±on-48r•4• 

35 Kowewer,-no-eredit-sha:!:t-be-g±~en-w±th-respeet-to-ffiotor 
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1 f~ei-te~en-o~t-of-the-state-~n-f~ei-sappty-tbn~g-ot-motor 

2 1feh ±etes, -motor- -F~et -a sed- i n-e~ r"ere ft-., .. -wate .. er aft ,-or -mo\:o ,. 

3 fttet-~sed-in-the-per"formenee-of-a-eontreet-whieh-i5-pe±d-ott~ 

4 of-stete-fttnds-aniess-the-eontreet-for-the-work-eontains-e 

S eertifieate-made-ander-penaity-for-fatse-eertifieate-that-the 

6 estimate,-bid-or-priee-to-be-peid-for-the-work-ineiades-no 

7 amo~nt-representin9-motor-fttel-tax-s~bjeet--to-a-ered~t~ The 

8 right to a credit under this section is not ~ssignable and the 

9 credit may be claimed only by the person o; corporation that 

10 purchased the fuel. 

ll Sec. 28. Section 422.111, unnumbered paragraph 1, Code 

12 1997, is amended to read as follows: 

13 The fuel tax credit may be applied against the income tax 

14 liability of the person or corporation as determined on the 

15 tax return filed for the year in which the fuel tax was paid. 

16 The department shall provide forms for claiming the fuel tax 

l7 credit. If the fuel tax credit would result in an overpayment 

18 of income tax, the person or corporation may apply for a 

19 refund of the amount of overpayment or may have the 

20 overpayment credited to income tax due in subsequent years. 

21 Each person or corporation that claims a fuel tax credit shall 

22 maintain the original invoices showing the purchase of the 

23 fuel on which a credit is claimed. No An invoice is not 

24 acceptable in support of a claim for credit unless it the 

25 invoice is a separate serially numbered invoice covering no 

26 more than one purchase of motor fuel or undyed special fuel, 

27 prepared by the seller on a form approved by the department, 

28 ~or-unies~-it or unless the invoice is legibly written with no 

29 corrections or erasures and shows the date of sale, the name 

30 and address of the seller and of the purchaser, the kind of 

31 fuel, the gallonage in figures, the per gallon price of the 

32 fuel, the total purchase price including the Iowa fuel tax, 

33 and that the total purchase price has been paid. However, as 

34 to refund invoices made on a billing machine the department 

3S may waive these requirements. If an original invoice is lost 
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or destroyed, the department may approve a credit supported by 

2 a copy identified and certified by the seller as being a true 

3 copy of the original- Each person or corporation that claims 

4 a fuel tax credit shall maintain complete records of purchases 

5 of motor fuel or undyed special fuel on which Iowa fuel tax 

6 was paid, and for which a fuel tax credit is claimed. 

7 Sec. 29. Section 422.111, unnumbered paragraph 3, Code 

8 1997, is amended by striking the unnumbered paragraph. 

9 Sec. 30. Section 422B.l0, subsection 2, paragraph c, Code 

10 Supplement 1997, is amended to read 2s follows: 

ll c. The director of revenue and finance shall remit a final 

12 payment of the remainder of tax moneys due the city or county 

13 for the fiscal year before November 10 of the next fiscal 

14 year. 

15 fiscal 

If an overpayment has resulted during the previous 

year, the firs~ November payment ef-~he-ne~-fiseat-year 

16 shall be adjusted to reflect any overpayment. 

17 Sec. 31. Section 422D.3, unnumbered paragraph 4, Code 

18 1997, lS amended to read as follows: 

19 The director, in consultation with local officials, shall 

20 collect and account for a local income surtax and any interest 

21 and penalties. The director shall credit local income surtax 

22 receipts and any interest and penalties collected from returns 

23 filed on or before November l of the calendar year following 

24 the tax year for which the local income surtax is imposed to a 

25 "local income surtax fund'' established in the offiee-of-the 

26 treastlrer-of-state department of revenue and finance. All 

27 local income surtax receipts and any interest and penalties 

28 received or refunded from returns tiled after November 1 of 

29 the calendar year following the tax year for which the local 

30 income surtax is imposed shall be deposited in or withdrawn 

31 from the state general fund and shall be considered part of 

12 the cost of administering the local income surtax. 

33 Sec. 32. Section 424.10, subsections 2 and 3, Code 1997, 

34 are amended to read as follows: 

3~ 2. If a return required by this chapter 1s not filed, or 
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l if a return when filed is incorrect or insufticienl and the 

2 maker fails to file a corrected or sufficie~t return within 

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

4 department, the department shall determine the amount of 

5 charge due from information as the department may be able to 

6 obtain and, if necessary, may estimate the charge on the basis 

7 of external indices or factors. The department shall give 

8 notice of the determination to the person li~Jle for the 

9 charge. The determination shall fix the charge unless the 

10 person against whom it is assessed shall, within sixty days 

ll after the qivinq-ef date of the notice of the determination, 

12 apply to the director for a hearing or unless the taxpayer 

14 

15 

16 

17 

18 

13 contests the determination by paying the tax, interest, and 

penalty and timely filing a claim for refund. At the hearing 

evidence may be offered to support the determination or to 

prove that it is incorrect. After the hearing the director 

shall give notice of the decision to the person liable for the 

charge. 

19 If a depositor's, receiver's, or other person's challenge 

20 relates to the diminution rate, the burden of proof upon the 

21 challenger shall only be satisfied by clear and convincing 

22 evidence. 

23 3. If the amount paid is greater than the correct charge, 

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

25 excess, with interest after sixty days from the date of 

26 payment at the rate in effect under section 421.7, pursuant to 

27 rules prescribed by the director. However, the director shall 

28 not allow a claim for refund that has not been filed with the 

29 department within five years after the charge payment upon 

30 which a refund is claimed became due, or one year after the 

31 charge payment was made, whichever time is later. A 

32 determination by the department of the amount of charge, 

33 penalty, and interest due, or the amount of refund for any 

34 excess amount paid, is final unless the person aggrieved by 

35 the determination appeals to the director for a revision of 

-16-



s.r. H.F. 

1 the determination within ~hirty sixtv days from the postmark 

2 date of the notice of determination of charge, penalty, and 

3 interest due or retund owing. The director shall grant a 

4 hearing, and upon hearing the director shall determine the 

5 correct charge, penalty, and interest due or refund owing, and 

6 notify the appellant of the decision by mail. The decision of 

7 the director is final unless the appellant seeks judicial 

8 review of the director's decision under section 424.13. 

9 Sec. 33. Section 427.1, subsection 14, unnumbered 

10 paragraph l, Code Supplement 1997, is amended to read as 

11 follows: 

12 A society or 

13 subsection 5 or 

organization 

subsection 8 

claiming an exemption 

of-this-seetio~ shall 

under 

file with 

14 the assessor not later than dHty-t April 15 a statement upon 

15 forms to be prescribed by the director of revenue and finance, 

16 describing the nature of the property upon which the exemption 

17 is claimed and setting out in detail any uses and income from 

18 the property derived from the rentals, leases, or other uses 

19 of the property not solely for the appropriate objects of the 

20 society or organization. Upon the filing and allowance of the 

21 claim, the claim shall be allowed on the property for 

22 successive years without further filing as long as the 

23 property is used for the purposes specified in the original 

24 claim for exemption. When the property is sold or 

25 transferred, the county recorder shall provide notice of the 

26 transfer to the assessor. The notice shall describe the 

27 property transferred and the name of the person to whom title 

28 to the property is transferred. 

29 Sec. 34. Section 427.1, subsection 24, Code Supplement 

10 1997, is amended to read as follows: 

31 24. LAND CERTIFIED AS A WILDLIFE HABITAT. The owner of 

12 agricultural land may designate not more than two acres of the 

33 land for use as a wildlife habitat. After inspection, if the 

34 land meets the standards established by the natural resource 

3~ commission for a wildlife habitat under section 483A.3, the 
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1 department of natural resources sh•1ll certify the designated 

2 land as a wildlife habitat and shall spnd a copy of the 

3 certification to the appropriate assessor not later than 

4 February l of the assessment year for which the exemption lS 

5 reauested. The department of natural resources may 

6 subsequently withdraw certification of the ~esignated land if 

7 it fails to meet the established standards for a wildlife 

8 habitat and the assessor shall be given wr.tr~n notice of the 

9 decertification. 

10 Sec. 35. Section 428.1, unnumbered 

follows: 

paragraph l, Code 1997, 

11 is amended to read as 

12 Every person shall list for the assessor all property 

13 subject to taxation in the state, of which the person is the 

14 owner, or has the control or management, ~n-the-feliow~ng 

15 m8nne~ including but not limited to the following: 

16 Sec. 36. Section 429.2, subsection l, Code 1997, lS 

17 amended to read as follows: 

18 l. Notwithstanding the provisions of chapter 17A, the 

19 taxpayer shall have thirty days from the date of-postmerk of 

20 the notice of assessment to appeal the assessment to the state 

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

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

23 subsection 2, section 421.1, subsection 4, and chapter l7A. 

24 Sec. 37. Section 450.4, subsection 5, Code 1997, is 

25 amended to read as follows: 

26 5. On the value of that portion of installment payments 

27 which will be includable as net income as defined in section 

28 422.7 as received by a beneficiary under an annuity which was 

29 purchased under an employees pension or retirement plan. This 

30 exemption does not apply to those payments that are exempt 

31 from Iowa income tax pursuant to section 422.8, subsection 2. 

32 Sec. 38. Section 450.20, unnumbered paragraph 1, Code 

33 1997, is amended to read as follows: 

34 f~ The department of revenue and finance shall aleo keep a 

35 separate record of any deferred estate upon which the tax due 
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1 is not paid within fifteen months from the death of the 

2 decedent, showing substantially the same facts as are required 

3 in other cases, and also showing: 

4 Sec. 19. Section 450.22, Code 1997, is amended to read as 

5 follows: 

6 450.22 ADMINISTRATION AVOIDED -- INHERITANCE TAX DUTIES 

., REQUIRED. 

8 When the heirs or persons entitled to inherit the property 

9 of an estate subject to tax under this chapter desire to avoid 

10 the appointment of a personal representative as provided in 

ll section 4~0.21, and in all instances where real estate is 

12 involved and there are no regular probate proceedings, they or 

13 one of them shall file under oath the inventories required by 

14 section 633.361 and the required reports, perform all the 

15 duties required by this chapter of the personal 

16 representative, and file the inheritance tax return. However, 

17 lh.i s section does not apply and a return is not required even 

18 though real estate is part of the assets subject to tax under 

19 lhis chapter, if all of the assets are held in joint tenancy 

20 with right of survivorship between husband and wife alone~ 

21 if the estate exclusively consists of property held in joint 

27 tenancy with the right of survivorship solely by the decedent 

23 and anv individuals listed in section 450.9 as individuals 

74 that are entirely exempt from Iowa inheritance tax and the 

2~ estate does not have a federal estate tax obligation. When 

?6 this section applies, proceedings for the collection of the 

27 tax \vhen a personal representative is not appointed, shall 

28 conform as nearly as possible to proceedings under this 

29 chapter in other cases. 

10 Sec. 40. Section 450.37, Code 1997, 1s amended by adding 

11 the following new subsection: 

32 NEW SUBSECTION. 3. In addition to the applicable period 

11 of 1 imitation for examination and determination, the 

14 department shall make an examination to adjust the value of 

J5 real property for Iowa inheritance tax purposes to the value 
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l accepted by the internal revenue service for federal estate 

7 tax purposes. The department shall make an exan1ination and 

3 adjustment for the value of thP real property at any time 

4 within six months from the date of receipt by the department 

~ of written notice from the personal representative for the 

6 estate that all federal estate tax matters oetween the estate 

7 and the internal revenue service have been concluded. To 

8 begin the running of the six-month period, tr~ notice shall be 

9 in writing in a form sufficient to inform the department of 

10 the final disposition of the federal estate tax obligation 

ll with the internal revenue service and a copy of the federal 

12 document showing the final disposition and final federal 

13 adjustments of all real property values must be attached. The 

14 department shall make an adjustment to the value of real 

15 property for inheritance tax purposes to the value accepted 

16 for federal estate tax purposes regardless of whether an 

17 inheritance clearance has been iSSued, an appraisal has been 

18 obtained on the real property indicating a contrary value, 

19 whether there has been an acceptance of another value for real 

20 property by the department, or whether an agreement has been 

21 entered into by the department and the personal representative 

22 for the estate and persons having an interest in the real 

21 property regarding the value of the real property. 

24 Notwithstanding the per1od of limitation specified in section 

25 450.94, subsection 3, the personal representative for the 

26 estate shall have six months from the day of final disposition 

27 of any real property valuation matter between the personal 

28 representative for the estate and the internal revenue service 

29 to claim a refund of an overpayment of tax due to the change 

10 in the valuation of real property by the internal revenue 

:n service. 

32 Sec. 41. Section 450.94, subsections 2 and 3, Code 1997, 

13 are amended to read as follows: 

34 2. The taxpayer shall file an inheritance tax return on 

35 forms to be prescribed by the director of revenue and finance 
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1 on or before the last day of the ninth month after the death 

2 of the decedent. When an inheritance tax return is filed, the 

J department shall examine it and determine the correct amount 

4 of tax. If the amount paid is less than the correct amount 

5 due, the department shall notify tl1e taxpayer of the total 

6 amount due together with any penally and interest which shall 

7 be a sum certain if paid on or before the last day of the 

8 month in which the notice is postma~ked dated, or on or before 

9 the last day of the following month if the notice is 

10 po~tmarked dated after the twentieth day of a month and before 

ll the first day of the following month. 

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

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

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

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

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

1/ month and the interest shall begin to accrue on the first day 

18 of the second calendar month following the date of payment or 

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

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

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

22 with the department within three years after the tax payment 

23 upon which a refund or credit is claimed became due, or one 

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

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

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

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

28 determination appeals to the director for a revision of the 

29 determination within sixty days from the postmark date of the 

30 notice of determination of tax, penalty, and interest due or 

31 refund owing or unless the taxpayer contests the determination 

J2 by paying the tax, interest, and penalty and timely filing a 

13 claim for refund. The director shall grant a hearing, and 

34 upon the hearing the director shall determine the correct tax, 

35 penalty, and interest or refund due, and notify the appellant 
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l of the decision by mail. The decision of the director is 

2 final unless the appellant seeks judicial review of the 

3 director's decision under section 450.59 within sixty days 

4 after the postma~k date of the notice of the director's 

') decision. 

6 Sec. 42. Section 451.12, Code 1997, is amended to read as 

7 follows: 

8 4')1.12 APPLICABLE STATUTES -- PENALTIES. 

9 All the provisions of chapter 450 with respect to the lien 

10 provisions of section 450.7, and the determination, 

11 imposition, payment, and collection of the tax imposed under 

12 that chapter, including penalty and interest upon delinquent 

13 taxes and the confidentiality of the tax return, are 

14 applicable to this chapter, except as they are in conflict 

15 >~ith this chapter. The exceptions to the lien provisions 

16 found in section 450.7 do not apply to this chapter. The 

17 penalty provisions set out in section 450.53 shall apply to a 

18 person in possession of assets to be reported for purposes of 

19 taxation who willfully makes a false or fraudulent return or 

20 willfully fails to pay the tax, supply the information, make, 

21 sign, or file the required return within the time required by 

22 law or a person who willfully altempts in any manner to evade 

:n taxes imposed by this chapter or avoid payment of the tax. 

24 The director of revenue and finance shall adopt rules 

25 necessary for the enforcement of this chapter. 

?.6 Sec. 43. Section 452A.2, subsection 11, Code 1997, is 

27 amended to read as follows: 

28 11. "Exporter" means a person or other entity who acquires 

29 fuel in this state exe~~sive±y for export to another state. 

30 Sec. 44. Section 452A.2, subsection 17, paragraph a, Code 

31 1997, is amended to read as follows: 

32 a. All products commonly or commercially known or sold as 

33 gasolineL tincluding casinghead and absorption or natural 

34 qasoline], regardless of their classifications or uses, and 
' -- . 

J') including transmix which serves as a buffer between fuel 
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1 products in the pipeline distribution process. 

2 Sec. 45. Section 452A.8, subsection l, unnumbered 

l paragraph l, Code 1997, is amended to read as follows: 

4 For the purpose of determining the amount of the 

5 supplier's, restrictive supplier's, or importer's tax 

6 liability, a supplier or restrictive supplier shall file a 

1 return, nut later than the last day of the month following the 

3 month in wh1ch this division becomes effective and not later 

9 than the last day of each calendar month thereafter, and an 

10 importer shall file a report return semi-monthly with the 

11 department, signed u~der penalty for false certification. For 

12 an importer for the reporting period from the first day of the 

13 month through the fifteenth of the month, the report return is 

14 due on the last day of the month. For an importer for the 

15 reporting period from the sixteenth of the month through the 

16 last day of the month, the report return is due on the 

17 fifteenth day of the following month. The t'eport~ returns 

18 shall include the following: 

19 Sec. 4 6. Section 452A.8, subsection 2, unnumbered 

l, Code 1997, is amended to read as follows: 20 paragraph 

At the 21 time of filing a 

22 restrictive supplier shall 

t'epot't 

pay to 

return, a supplier or 

the department the full 

23 amount of the fuel tax due for the preceding calendar month. 

24 An importer shall pay to the department the full amount of 

25 fuel tax due for the preceding semimonthly period. The tax 

26 shall be computed as follows: 

27 Sec. 47. Section 452A.8, subsection 2, paragraph d, Code 

28 1997, lS amended to read as follows: 

29 d. The director may require by rule that report~ returns 

30 be filed by electronic transmission. 

31 Sec. 48. Section 452A.8, subsection 3, Code 1997, 1s 

32 amended to read as follows: 

33 3. For 

J4 liability 

the purpose of determining the amount of the tax 

on alcohol blended to produce ethanol blended 

35 gasoline, each licensed blender shall, not later than the last 
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l day of each month following the month in which th~ bleJJdir1g ts 

2 done, file with the department a monthly r~~~rt re~urn, signee 

3 under penalty for false certificate, containing information 

4 required by 

'i Sec. 4 9. 

6 follows: 

7 452A.9 

8 SUPPLIERS, 

rules adopted by the director. 

Section 452A.9, Code 1997, is amended to read as 

REP8R'i' RETURN FROM PERSONS NO'!' t>ICENSED AS 

RESTRICTIVE SUPPLIERS, OR IMPORTE"S. 

9 Every person other than a licensed supplier, restrictive 

10 supplter, or importer, who purchases, brings into this state, 

11 or otherwise acquires within this state motor fuel or undyed 

12 special fuel, not otherwise exempted, which the person has 

13 knowingly not paid or incurred liability to pay either to a 

14 licensee or to a dealer the motor fuel or special fuel tax, 

15 shall be subject to the provisions of this division that apply 

to suppliers, restrictive suppliers, and importers of motor 

fuel or undyed special fuel and shall make file the same 

reports returns and make the same tax payments and be subject 

to the same penalties for delinquent rep~rtin~-or-nonreportin~ 

16 

I 7 

18 

19 

20 filing or nonfiling or delinquent payment or nonpayment as 

21 apply to suppliers, restrictive suppliers, and importers. 

22 Sec. 50. Section 452A.l5, subsection 3, Code 1997, is 

23 amended to read as follows: 

24 3. The reports required in this section shall be for 

25 information purposes only and the department may in its 

26 discretion waive the filing of any of these reports not 

27 necessary for proper administration of this division. The 

28 reports required in this section shall be certified under 

29 penalty for false certificate and filed with the department 

30 within the time allowed for filing of suppliers' and 

31 restrictive suppliers' re~ort5 returns of motor fuel or 

32 special fuel withdrawn from a terminal within this state or 

33 imported into this state. 

34 Sec. 51. Section 452A.l7, subsection l, paragraph a, 

35 subparagraph (4), Code Supplement 1997, is amended to read as 
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2 (4) Fuel used in unlicensed vehicles, stationary engines, 

3 a~~ implements used in agricultural production, and machinery 

4 and equipment used for nonhighway purposes. 

5 Sec. 52. Section 452A.l7, subsection l, paragraph b, 

6 subparagraphs (4) and (5), Code Supplement 1997, are amended 

7 to read as follows: 

8 (4) The claim shall state the gallonage of motor fuel or 

9 ttn~yed-~p~~iat-fttet that was USPd or will be used by the 

10 claimant other than in aircraft, watercraft, or to propel 

ll motor vehicles and the gallonage of undyed special fuel that 

12 was or will be used by the claimant other than in aircraft or 

13 to propel motor vehicles, the manner in which the motor fuel 

14 or undyed special fuel was used or will be used, and the 

15 equipment in which it was used or will be used. 

16 (5) The claim shall state whether the claimant used fuel 

17 for aircraft, watercraft, or to propel motor vehicles from the 

18 same tanks or receptacles in which the claimant kept the motor 

19 fuel o~-tt~dyed-~peeiat-fnei on which the refund is claimed or 

20 whether the claimant used fuel for aircraft or to propel motor 

7) vehicles from the same tanks or receptacles in which the 

22 claimant kept the undyed special fuel on which the refund is 

2J claimed. 

24 Sec. 53. Section 452A.l7, subsect:on 2, Code Supplement 

25 

26 

1997, is amended to read as follows: 

2. In lieu of the refund provided in this section, a 

27 person may receive an income tax credit as provided in chapter 

2A 422, division IX, but only as to motor fuel or-ttndyed-s~eeiat 

29 fttet not used in motor vehicles, airccaft, or watercraft or as 

JO to undyed special fuel not used in motor vehicles or aircraft. 

3l Sec. 54. Section 452A.l7, subsection 3, paragraph b, Code 

32 Supplement 1997, is amended to read as follows: 

31 b. A refund shall not be paid with respect to any motor 

34 fuel o~-tt~dye~-~~eeiai-fael taken out of this state in supply 

3~ tanks of watercraft, aircraft, or motor vehicles or with 
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1 respect to any undyed special fuel taken out of li1~s stat0 in 

2 ~upply tanks of aircraft or motor vehi~les. 

3 Sec. 55. Section 452A.l7, subsection 3, paragraph c, Cod0 

4 Supplement 1997, is amended by striking the paragraph. 

c; Sec. 56. Section 452A.21, unnumbered paragraph 1, CodE' 

6 1997, is amended to read as follows: 

7 Persons not licensed under this divisio" who blend motor 

8 fuel and alcohol to produce ethanol blended :asoline may file 

9 for a refund for the difference between taxes paid on the 

10 motor fuel purchased to produce ethanol blended gasoline and 

11 the tax due on the ethanol blended gasoline blended. If, 

12 dttring any month, a person licensed under this division uses 

13 tax paid motor fuel to blend ethanol blended gasoline and the 

14 refund otherwise due under this section is greater than the 

1~ licensee's total tax liability for that month, the licensee is 

1.6 entitled to a credit. The claim for credit shall be filed as 

17 part of the ~eport return required 

18 Sec. 57. NEW SECTION. 452A.22 

19 FUEL. 

by section 452A.8. 

TAX COLLECTED ON EXEMPT 

20 If an amount of tax represented by a licensee to a 

21 purchaser as constituting tax due is computed upon gallonage 

22 that is not taxable or the amount represented is in excess of 

23 the actual amount of tax due and the amount represented is 

24 actually paid by the purchaser to the licensee, the excess 

25 amount of tax paid shall be returned to the purchaser by the 

26 licensee. If the licensee fails to return the excess tax paid 

/7 to the purchaser, the amount which the purchaser has paid to 

2~ the licensee shall be remitted by the licensee to the 

29 department. 

JO Sec. 58. Section 452A.60, unnumbered paragraph 1, Code 

31 1997, is amended to read as follows: 

J7 The department of revenue and finance or the state 

33 department of transportation shall prescribe and furnish all 

34 forms, as applicable, upon which reports, returns, and 

3~ applications shall be made and claims for refund presented 
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1 under this chapter and may prescri'>e forms of record to be 

7 kepl by suppliers, restrictive sup~liers, importers, 

3 exporters, blenders, common carrie:s, contract carriers, 

4 licensed compressed natural gas and liquefied petroleum gas 

5 dealers and users, terminal operators, and interstate 

6 commerc1al motor vehicle operators. 

1 Sec. 59. Section 452A.6l, Code 1997, is amended to read as 

8 follows: 

9 4~2A.6l TIMELY FILING OF REPORTS AND RETURNS -- EXTENSION. 

JO The reports, returns, and remittances required under this 

11 chapter shall be deemed filed within the required time if 

12 postpaid, properly addressed and postmarked on or before 

13 midnight of the day on which due and payable. If the final 

14 filing date falls on a Saturday, Sunday or legal holiday the 

15 next secular or business day shall be the final filing date. 

16 The department of revenue and finance or the state 

17 department of transportation upon application may grant a 

18 reasonable extension of time for the filing of any required 

19 report, return, or tax payment,-o~-bo~h. 

20 Sec. 60. Section 452A.63, Code 1997, is amended to read as 

21 follows: 

22 452A.63 INFORMATION CONFIDENTIAL. 

23 All information obtained by the 

24 finance or the state department of 

department of revenue and 

transportation from the 

25 examining of reports, returns, or records required to be filed 

26 or kept under this chapter shall be treated as confidential 

27 and shall not be divulged except to other state officers, a 

2R member or members of the general assembly, or any duly 

29 appointed committee of either or both houses of the general 

30 assembly, or to a representative of the state having some 

Jl responsibility in connection with the collection of the taxes 

32 imposed or in proceedings brought und.:r tne-p~~~~~~ong-of thi!:i 

3 3 chapter. The appropriate state agency may make available to 
34 the public on or before forty-five days following th2 last day 

35 of the month in which the tax is required to be paid, the 
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names of suppliers, restrictive suppliers, and imp.:-rlers end 

2 as to each of them the total gallons o~ motor fuel, undyed 

3 special fuel, and ethanol-blended gasoline withdrawn from 

4 terminals or imported into the state during that month. The 

5 department of revenue and finance or the state department of 

6 transportation, upon request of officials entrusted with 

7 enforcement of the motor vehicle fuel tax 'aws of the federal 

8 government or any other state, may forward tr stleh these 

9 officials any pertinent information which che appropriate 

10 state agency may have relative to motor fuel and special fuel 

ll provided the officials of the other state furnish like 

12 information. 

13 Any person violating the-p~~~isio~8-of this section, and 

14 disclosing the contents of any records, returns, or reports 

15 required to be kept or made under the-p~o~~sio~s-of this 

16 chapter, except as otherwise provided, shall be guilty of a 

17 simple misdemeanor. 

18 Sec. 61. Section 452A.67, Code 1997, 1s amended to read as 

19 follows: 

20 452A.67 LIMITATION ON COLLECTION PROCEEDINGS. 

21 The department shall examine the return and enforce 

22 collection of any amount of tax, penalty, fine, or interest 

23 over and above the amount shown to be due by ~epo~ts the 

24 return filed by a licensee as soon as practicable but no later 

25 than three years after the return is filed. An assessment 

26 shall not be made covering a period beyond three years after 

27 the return is filed except that the period for the examination 

?.8 and determination of the correct amount of tax is unlimited in 

29 the case of a false or fraudulent return made with the intent 

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

31 Sec. 62. Section 452A.68, unnumbered paragraph l, Code 

32 1997, is amended to read as follows: 

33 If a licensee files a false repo~t ~turn of the data or 

34 1nformation required by this chapter, or fails, refuses, or 

35 neglects to file a report return required by this chapter, or 
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l Lo pay the full amount of fuel tax as required by this 

2 chapter, or is substantially delinquent in paying a tax due, 

3 owing, and administered by the department of revenue and 

4 finanre, and interest and penalty if appropriate, or if the 

5 person is a corporation and if any officer having a 

G subslantial legal or equitable interest 1n the ownership of 

7 the corporation owes any delinquent tax of the licensee 

8 corporation, or interest or penalty on the t<~x, administered 

9 by the department, then after ten days' written notice by mail 

LO directed to the last known address of the licensee setting a 

ll time and place at which the licensee may appear and show cause 

12 why the license should not be canceled, and if the licensee 

13 fails to appear or if upon the hearing it is shown that the 

1 4 licensee failed to correctly report or pay the tax, the 

15 appropriate state agency may cancel the license and shall 

16 notify the licensee of the cancellation by mai 1 to the 

17 licensee's last known address. 

l!l Sec. 6:l. Section 452A. 74A, subsection 7, Code 1997, is 

19 amended to read as follows: 

70 7. FALSF: OR FRAUDULENT REPORT OR RETURN. Any person, 

21 including an officer of a corporation or a manager of a 

22 limited liability company, who 1s required to make, render, 

23 sign, or verify any report or return required by this chapter 

24 and who makes a false or fraudulent report or return, or who 

25 fails to file a report or return with the intent to evade the 

26 tax, shall be guilty of a fraudulent practice. Any person who 

27 aids, abets, or assists another person in making any false or 

28 fraudulent report or return or false statement in any report 

29 or return with the intent to evade payment of tax shall be 

30 guilty of a 

Jl Sec. 64. 

32 follows: 

fraudulent practice. 

Section 452A.86, Code 1997, is amended to read as 

33 452A.86 METHOD OF DETERMINING GALLONAGE. 

34 The exclusive method of determining gallonage of any 

3) purchases or sales of motor fuel, undyed special fuel, 
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1 compressed natural gas, or liquefied petroleum gaE as def.ned 

2 in this chapter and distillate fuels s~all be on a gross 

3 volume basis. A temperature-adjusted or other method shall 

4 not be used, except as it applies Lo liquefied petroleum gas 

S and the sale or exchange of petroleum products between 

6 petroleum refiners. All invoices, bills of lading, or other 

-, records of sale or purchase and all repert3 returns or records 

8 required to be made, kept, and maintained jy a supplier, 

9 restrictive supplier, importer, exporter, Jlender, or 

10 compressed natural gas or liquefied petroleum gas dealer or 

11 user shall be made, kept, and maintained on the gross volume 

12 basis. For purposes of this section, "distillate fuels" means 

lJ any fuel oil, gas oil, topped crude oil, or other petroleum 

14 oils derived by refining or processing crude oil or unfinished 

15 <lils which have a boiling range at atmospheric pressure which 

16 falls completely or in part between five hundred fi(ty and 

17 twelve hundred degrees Fahrenheit. 

18 Sec. 65. Section 453A.6, subsection 3, Code 1997, 1s 

19 amended to read as follows: 

70 3. Payment of stteh the tax shall be evidenced by stamps 

21 purchased from the department by a distributor or manufacturer 

22 and securely affixed to each individual package of cigarettes 

23 in amounts equal to the tax thereon as imposed by this 

24 chapter, or by the impressing of an indicium upon individual 

2S packages of cigarettes, under regulations prescribed by the 

26 director. 

27 

28 

29 

30 

31 

32 

33 

34 

3S 

Sec. 66. Section 453A.6, Code 1997, is amended by adding 

the following new subsections: 

NEW SUBSECTION. 4. Any other person who purchases or 1s 

in possession of unstamped cigarettes shall pay the tax 

directly to the department. 

NEW SUBSECTION. S. The per cigarette amount of the tax 

shall be added to the selling price of every package of 

cigarettes sold in this state and shall be collected from the 

purchaser so that the ultimate consumer bears the burden of 
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l the tax. 

2 Sec. 67. Section 453A.8, subsection ~. Code 1997, is 

J amended to read as follows: 

4 1. Stamps shall be sold by and purchased from the 

5 department. The department shall sell stamps to the holder of 

6 a state distributor's or manufacturer's permit which has not 

7 been revoked and to no other person. Stamps shall be sold to 

8 the permit holders at a discount of two percent of the face 

9 value. Stamps shall be sold in ~Mbro~en-boo~5-ef-one-~notl~eno 

10 ~~emp~, unbroken rolls of thirty thousand stamps, or unbroken 

ll lots of any other ~~om form authorized by the director. 

12 Sec. 68. Section 453A.l5, subsections l, 3, 4, and 6, Code 

13 1997, are amended to read as follows: 

14 1. The director may prescribe the forms necessary for the 

15 efficient administration of this division and may require 

16 uniform books and records to be used and kept by each permit 

17 holder or other person as deemed necessary. The director may 

18 also require each permit holder or other person to keep and 

19 retain in the director's possession evidence on prescribed 

20 forms of all transactions involving the purchase and sale of 

21 cigarettes or the purchase and use of stamps. The evidence 

22 shall be kept for a period of two years from the date of each 

23 transaction, for the inspection at all times by the 

24 department. 

25 3. The director may by regulation require every holder of 

26 a manufacturer's or state permit or other oerson to make and 

27 deliver to the department on or before the tenth day of each 

28 month a report or reports for the preceding calendar month, 

29 upon a form or forms prescribed by the director, and may 

30 require that s~eh the reports shall be properly sworn to and 

3J executed by the permit holder or the holder's duly authorized 

32 representative or other person. 

33 4. Every permit holder or other person shall, when 

31 requested by the department, make s~eh additional reports as 

35 the department deems necessary and proper and shall at the 
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1 request of the department furnish full and complet~ 

2 information pertaining to any transact'on of the permit holder 

3 or other person involving the purchase or sale or use of 

4 cigarettes or purchase of cigarette stamps. 

S 6. If any distributor, manufacturer, or other person fails 

6 or refuses to pay any tax, penalties, or cost of audit 

7 hereinafter provided, and it becomes neces:;a(y to bring suit 

8 or to intervene in any manner for the estaul'shment or 

10 

ll 

) 2 

13 

14 

lS 

16 

I 7 

18 

9 collection of said claims, in any judicial proceedings, any 

report filed in the office of the director by s~eh the 

distributor, manufacturer, or other person, or the 

distributor's, manufacturer's, or other person's 

representative, or a copy thereof, certified to by the 

director, showing the number of cigarettes sold by s~eh the 

distributorL or the distributor's representative, the 

manufacturer, or the other person, upon which s~eh ~ tax, 

penalty, or cost of audit has not been paid, or any audit made 

by the department from the books or records of said the 

19 distributor, manufacturer, or other person when signed and 

20 sworn to by the agent of the department making the audit as 

7l being made from the records of said the distributorL 

22 manufacturer, or other person from or to whom s~eh the 

23 distributor, manufacturer, or other person has bought, 

24 received, or delivered cigarettes, whether from a 

25 transportation company or otherwise, such report or audit 

26 shall be admissible in evidence in such proceedings and shall 

27 be prima facie evidence of the contents thereof;-p~o~±oed, 

28 howe~er7 -that. However, the incorrectness of said the report 

29 or audit may be shown. 

30 Sec. 69. Section 453A.l6, Code 1997, 1s amended to read as 

31 follows: 

32 4~3A.l6 MANUFACTURER'S PERMIT. 

33 The department may, upon application of any manufacturer, 

34 issue without charge to Stleh the manufacturer a manufacturer's 

35 permit. s~e~ The application shall contain StlCh information 
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as the director shall prescribe. The holder of 5oeh a 

2 manufacturer's permit 5~ait-be is authorized to purchase 

3 stamps from the department, and to mus: affix soeh stamps to 

4 individual packages of cigarettes outside of this state, prior 

5 to their shipment into the state unless the cigarettes are 

6 shipped to an Iowa permitted distr1butor or an Iowa permitted 

7 distributor's agent. 

8 Sec. 70. Section 453A.28, Code 1997, is amended to read as 

9 follows: 

10 4 S3A. 28 ASSESSMENT OF TAX BY DEPARTMENT -- INTEREST ---

11 PENALTY. 

12 If after any audit, examination of records, or other 

13 investigation the department finds that any person has sold 

14 cigarettes without stamps affixed the~eto or that any person 

15 responsible for paying the tax has not done so as required by 

16 this division, the department shall fix and determine the 

17 amount of tax due, and shall assess the tax against the 

18 person, together with a penalty as provided in section 421.27. 

19 The taxpayer shall pay interest on the tax or additional tax 

20 at the rate determined under section 421.7 counting each 

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

22 the tax was due. If any person falls to furnish evidence 

23 satisfactory to the director showing purchases of sufficient 

24 stamps lo stamp unstamped cigarettes purchased by the person, 

25 the presumption shall be that the cigarettes were sold without 

26 the proper stamps affixed t~e~ete. W1thin two years after the 

27 ~~~tt~n report is filed or within two years after the retorn 

28 report became due, whichever is later, the department shall 

29 examine the rettl~n report and determine the correct amount of 

30 tax. The period for examination and determination of the 

31 correct a_m9unt of tilx is unlimited in the ca_se of a false or 

32 fraudulent report made with the intent to_ evade tax, Q_r in th_e 

:l3 case_'?.~ a failu~e to file a report, or if a person purchases 

34 2.E_ is in possession of unstamped cigarettes. 

35 Sec. 71. Section 453A.29, Code 1997, is amended to read as 
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l follows: 

2 4S3A.29 NOTICP. AND APPEAL. 

3 The department shall notify any person assessed pursuant lo 

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

5 determination by mail to the principal place of business of 

6 the person as shown on the person's application for permit, 

7 and if an application was not filed by the person, to the 

8 person's last known address. A determinat•or by the 

9 department of the amount of tax, penalty, ~nd interest due, or 

10 the amount of refund for excess tax paid, is final, unless the 

ll person aggrieved by the determination appeals to the director 

17 for a revision of the determination within sixty days from the 

13 po~tmark date of the notice of determination of tax, penalty, 

14 and interest or refund owing or unless the taxpayer contests 

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

16 timely filing a claim for refund. The director shall grant a 

l7 hearing and upon the hearing, the director shall determine the 

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

19 the appellant of the decision by mail. Judicial rev1ew of 

20 action of the director may be sought in accordance with the 

21 Iowa administrative procedure Act and section 422.29. 

2? Sec. 72. Section 453A.31, Code 1997, is amended by 

23 striking the section and inserting in lieu thereof the 

24 following: 

25 453A.3l CIVIL PENALTY FOR CERTAIN VIOLATIONS. 

26 If a permit holder fails to keep any of the records 

27 required to be kept by the provisions of this division, or 

78 sells cigarettes upon which a tax is required to be paid by 

29 this division without at the time having a valid permit, or if 

30 a distributor, wholesaler, manufacturer, or distributing agent 

31 fails to make reports to the department as required, or makes 

12 a false or incomplete report to the department, or if a 

33 distributing agent stores unstamped cigarettes in the state or 

34 distributes or delivers unstamped cigarettes within this state 

35 without at the time of storage or delivery having a valid 
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l permit, or 1f a person purchases or zs irl possession of 

2 unstamped cigarettes, or if a person affected by this division 

3 fails or refuses to abide by any of its provisions or the 

4 rules adopted under this division, the person is civilly 

5 liable to the state for a penalty as follows: 

6 l. For possession of unstamped cigarettes: 

7 a. A two hundred dollar penalty for the first violation if 

8 a person is 1n possession of more than forty but not more than 

9 four hundred unstamped cigarettes. 

10 b. A five hundred dollar penalty for the first violation 

11 if a person is in possession of more than four hundred but not 

12 more than two thousand unstamped cigarettes. 

13 c. A one thousand dollar penalty for the first violation 

14 if a person is in possession of more than two thousand 

15 unstamped cigarettes. 

16 d. For a second violation within two years of the first 

17 violation, the penalty is four hundred dollars if a person 1s 

18 in possession of more than forty but not more than four 

19 hundred unstamped cigarettes; one thousand dollars if a person 

20 is in possession of more than four hundred but not more than 

21 two thousand unstamped cigarettes; and two thousand dollars if 

22 a person is in possession of more than two thousand unstamped 

23 cigarettes. 

24 e. For a third or subsequent violation within two years of 

25 the first violation, the penalty is six hundred dollars if a 

26 person is 1n possession of more than forty but not more than 

27 four hundred unstamped cigarettes; one thousand five hundred 

28 dollars if a person is in possession of more than four hundred 

29 but nol more than two thousand unstamped cigarettes; and three 

30 thousand dollars if a person is in possession of more than two 

31 thousand unstamped cigarettes. 

12 2. For all other violations of this section: 

33 a. A two hundred dollar penalty for the first violation. 

34 b. A five hundred dollar penalty for a second violation 

3? within two years of the first violation. 
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c. A thousand dollar penalty for a third or SIJbsequenl 

7. v1olation within two years of the firs':: vinlation. 

3 The penalty imposed u~der this section ~hall be assessed 

4 and collected pursuant to section 453A.28 and is in addition 

S to the tax, penalty, and interest imposed in that section. 

6 Sec. 73. Section 453A.45, subsections 2, 3, and 4, Code 

7 1997, are amended to read as follows: 

8 2. Every person who sells tobacco produc•s to persons 

9 other than the ultimate consumer shall render with each sale 

10 1temized invoices showing the seller's name and address, the 

ll purchaser's name and address, the date of sale, and all prices 

12 and discounts. The person shall preserve legible copies of 

13 all such invoices for one-yea~ two years from the date of 

14 sale. 

1~ 3. Every retailer and subjobber shall procure itemized 

16 invoices of all tobacco products purchased. The invoices 

17 shall show the name and address of the seller and the date of 

18 purchase. The retailer and subjobber shall preserve a legible 

19 copy of each such invoice for one-yee~ two years from the date 

20 of purchase. Invoices shall be available for inspection by 

21 the director or the director's authorized agents or employees 

22 at the retailer's or subjobber's place of business. 

23 4. Records of all deliveries or shipments of tobacco 

24 products from any public warehouse of first destinat1on in 

25 this state which is subject to the provisions of and licensed 

26 under chapter 554 shall be kept by the warehouse and be 

27 available to the director for inspection. They shall show the 

28 name and address of the consignee, the date, the quantity of 

29 tobacco products delivered, and such other information as the 

30 comm1ssioner may require. These records shall be preserved 

31 for one-year two years from the date of delivery of the 

32 tobacco products. 

Jl Sec. 74. Section 453A.46, subsection 4, Code 1997, is 

34 amended to read as follows: 

J5 4. The department shall notify any person assessed 
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1 pursua11t to this section by sending a written notice of the 

2 determination by mail to the principal place of business of 

3 the person as shown on the person's application for permit, 

4 and if an application was not filed by the person, to the 

~ person's last known address. A determ:nation by the 

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

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

8 person aggrieved by the determination appeals to the director 

9 for a revision of the determination within sixty days from the 

10 po~tme~k date of the notice of determination of tax, penalty, 

ll and interest or refund owing or unless the taxpayer contests 

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

J3 timely filing a claim for refund. The director shall grant a 

14 hearing and upon the hearing, the director shall determine the 

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

16 the appellant of the decision by mail. Judicial review of 

17 action of the director may be sought in accordance with 

18 chapter l7A and section 422.29. 

19 Sec. 75. Section 602.8102, subsection 59, Code Supplement 

20 1997, is amended by striking the subsection. 

21 Sec. 76. Section 633.272, Code 1997, is amended to read as 

22 follows: 

23 633.272 PARTIAL INTESTACY. 

24 If part but not all of the estate of a decedent is validly 

25 disposed of by will, the part not disposed of by will shall be 

26 distributed as provided herein for intestate estates. If the 

27 testator left a surviving spouse, and the spouse does not 

28 elect to take against the will, the spouse shall receive, in 

29 addition to the property given to the spouse by the will, att 

30 of-the-±nte~tete-p~ope~ty-whieh-~hatt-be-sttb;eet-to-the 

31 peyment-o~-its-p~opo~tionate-sha~e-o£-aebts-and-eha~9es 

12 a9ainst-the-estate the amount of intestate property set forth 

33 1n section 633.211 or 633.212. 

34 Sec. 7/. Section 422.90, Code 1997, is repealed. 

3~ Sec. 78. Section 450.92, Code 1997, 1s repealed. 
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1 Sec. 79. DIRECTIONS TO CODE I-;DITOR. Tile Iowa Code editor 

2 shall transfer sections 427.3 through 127.7 to chapter 426A 

3 and change internal references as necessary. 

4 Sec. 80. EFFECTIVE AND APPLICABILITY DATES. 

S l. Section 7 of this Act, amending section 422.13, 

6 subsection 5, applies retroactively to January 

7 tax years beginning on or after that date. 

l, 1998, for 

8 2. Section 9 of this Act, amending secticn 422.23, 

9 unnumbered paragraph 2, applies retroactiv8ly to January 1, 

for tax years beginning on or after that date. 10 199"/, 

ll 3. Sections 37 through 42 and section 78 of this Act, 

12 amending chapters 450 and 451, take effect July 1, 1998, for 

13 estates of decedents dying on or after that date. 

14 4. This Act, being deemed of immediate importance, takes 

15 effect upon enactment. 

16 EXPLANATION 

17 The bill amends various provisions of state tax law. The 

18 amendments that are not just eliminating obsolete provisions 

19 are as follows: 

?0 Code section 421.1 is amended to delete the requirement 

21 that the state board of tax review meet six times a year and 

22 now provides that the state board meet as necessary. 

21 Code section 421.17 is amended to provide, as part of the 

24 centralized debt collection system, that the department of 

25 revenue and finance is to notify a debtor of the clerk of 

26 court's right to all or a portion of any payment due the 

n debtor from any state agency. 

28 Code section 421.18 lS amended to provide that not only 

29 public officers need to give the director information to 

30 assist in tax administration but employees and local 

31 governments need to also provide the information. 

32 Code section 421.40 is amended to provide that departments 

33 may enter into contracts for goods and services and pay 

34 interest on payment terms of less than 60 days. 

35 Code section 422.13 is amended to remove the requirement 
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l that taxpayers need to get permission to file a composite 

2 return and provides that limited liability companies may join 

3 the tiling of a composite return. 

4 CodP section 422.16 is amended to provide, that at the 

5 discretion of the director, withholding agents need not send 

6 wage and tax statements with the annual report if the 

7 information is available from other sources such as the 

8 internal revenue service or other state or federal agencies. 

9 Code sect1ons 422.23 and 602.8102(59), are amended to 

10 strike the requirement that provides that personal 

ll representatives of an estate can apply to the district court 

12 to determine initially whether the estate is subject to Iowa 

13 income tax. 

14 Code sections 422.25, 422.47(4), 424.10, 429.2(1), 

1~ 450.94(2), 450.94(3), 453A.29, and 453A.46(4) are amended to 

16 provide that the 30-or 60-day appeal period, as applicable, 

l1 commences on the date of the notice. Presently, the appeal 

18 period commences on the postmark date of the notice. 

19 Code section 422.2S(3) is amended to provide that when a 

20 taxpayer has paid 90 percent of the final tax liability by the 

7.1 original due date and files the return sometime in the SlX-

22 month extended period after the original due date, interest on 

23 an overpayment of tax on the return starts to accrue two 

24 months after the end of the six-month extended period. 

25 Code section 422.33(1) is amended to remove the provision 

26 that imposes the Iowa corporate income tax upon a corporation 

27 whose legal domicile (place where the corporation was created) 

28 is in Iowa and instead provides it on all corporations doing 

29 business in Iowa. 

JO Code sections 422.33(2) 1s amended to provide that an Iowa-

31 based corporation whose only activity outside Iowa is the 

12 ownership of intangible assets that have acquired a business 

33 situs outside Iowa may apportion its income to determine the 

34 portion of its income which is subject to Iowa income tax. 

15 Code sections 422.42(6), 422.42(18), and 422.45(46) are 
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l amended to make the exemption from Iowa saies tax [or serv1ces 

2 performed on tangible property deliver~d irto interstate 

3 commerce the same as the exemption from Iowa sales tax on 

4 tangible personal property delivered to a point outside of 

5 Iowa. 

6 Code section 422.45(7) 1s amended to provide that 

7 governmental units, nonprofit educational institutions, and 

8 nonprofit private museums have one year in~trad of six months 

9 from final payment to apply for a refund o; sales or use tax 

10 paid by a contractor on materials used in the performance of a 

11 construction contract. 

12 Code section 422.47, which relates to the use of sales tax 

11 exemption certificates, is amended to provide that an 

14 exemption certificate may be used to substantiate the sale of 

15 nontaxable items as well as sales made to persons holding a 

16 direct pay permit. Current law only provides for exemption 

17 certificates for materials purchased for resale or use in 

18 processing. 

19 Code section 422.50 is amended to provide that retailers 

20 are required to keep records on the gross receipts from the 

21 sale of services as well as the sale of tangible personal 

72 property. 

23 Code section 422.60(1) is amended to allow the department 

24 to impose the franchise tax on financial institutions doing 

25 business in this state as corporations rather than as 

26 financial institutions. 

27 Code section 422.68(4) is amended to allow the department 

28 to use new technologies to preserve records as required by 

29 law. 

30 Code section 422.72(1) is amended to make it unlawful to 

31 willfully inspect returns for any reason other than as 

32 authorized by the director of revenue and finance. The 

33 penalty 1s a serious misdemeanor. 

34 Code section 422.90 is repealed. The section stated that 

35 the penalty imposed for underpayment of estimated tax is not 
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l subject to waiver for reasonable cause. 

2 Code section 427..110 is amended to provide that an income 

3 lax credit in lieu of a full tax refund is not available for 

4 credit relating to casualty loss, transport diversions, 

s pumping credits, blending errors, idle time, power takeoffs, 

6 reefer untts, and exports by eligible purchasers. However, a 

7 refund remains available if a refund permit is obtained from 

8 the department. 

9 Code section 422.111 is amended to provide that a refund is 

10 only available for undyed special fuel since no tax is imposed 

11 on dyed special fuel. 

12 Code section 4228.10(2) is amended to provide that if an 

13 overpayment has been made to a local jurisdiction for local 

14 option sales tax during the previous fiscal year, the November 

15 payment must reflect the adjustment. 

16 Code section 422D.3 is amended to move a local income 

17 surtax fund from the state treasurer's office to the 

18 department of revenue and finance. 

19 Code section 427.1(14) is amended to move the sign-up date 

20 from July l to April 15 for claiming a property tax exemption 

21 by war veterans organizations and religious, literary, and 

7.2 charitable societies. This would allow the taxpayer to appeal 

21 the assessment to the board of review prior to its adjournment 

24 if the claim is denied. 

25 Code section 427.1(24) lS amended to 

25 deadline for certifying eligibility for 

provide a February l 

the wildlife habitat 

27 property tax exemption. Other property tax credit and 

28 exemptions provide specific certification deadlines. 

?9 Code sections 427.3 through 427.7 are to be transferred to 

30 Code chapter 426A by the Iowa Code editor so that all 

31 provisions pertaining to the military service property tax 

12 exemption appear in the same chapter. 

33 Code section 428.1 is amended to provide that the listing 

14 contained in section 428.1, subsections l through 5, does not 

1~ encompass all situations where a person is required to list 
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property for the assessor. 

2· Code section 450.4(5) is amended to provide that the 

1 exemption from Iowa inheritance tax does not apply to 

4 installment payments received by a nonresident beneficiary 

5 under an annuity which was purchased under an employee pension 

6 or retirement plan, that are includable as net income under 

7 Code section 422.7, but exempt from ·rowa i•1c0me tax under Code 

8 section 422.8(2). 

9 Code section 450.20 is amended to specity that the 

10 department must keep a separate record on any deferred estate 

ll where the tax is not paid within 15 months from the date of 

12 death. 

13 Code section 450.22 is amended to provide that, in addition 

14 to the surviving spouse as already provided in this statute, 

15 when the estate does not have a federal estate tax obligation 

16 and all property of the estate is held in joint tenancy with 

17 the right of survivorship solely by the decedent and a lineal 

18 ascendant, child, stepchild, or lineal descendant, or any 

19 combination of these individuals, an Iowa inheritance tax 

20 return need not be filed. 

7.1 Code section 450.37 is amended to allow the department of 

22 revenue and finance to adjust previously accepted, submitted, 

23 appraised, or agreed upon values of real property if the new 

24 values have been accepted for federal estate tax purposes. 

25 Also, the personal representative for the estate may claim a 

26 refund of tax if the personal representative for the estate 

27 f1les a claim for refund within six months of the final 

28 disposition of any real property valuation matter. 

29 Code section 451.12 is amended to provide that a lien for 

JO Iowa estate tax could be made on those items listed as 

31 exemptions under Code section 450.7 for inheritance tax. 

32 Code section 452A.2(ll) and (17) are amended to provide 

33 that a person need not export fuel exclusively to be 

34 considered an exporter and that transmix is taxed as motor 

JS vehicle fuel. Transmix is a product that is used as a buffer 
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l between fuel types being 

2 Code sections 452A.8, 

transported through a pipeline. 

452A.9, 457A.l5, 452A.2l, 452A.60, 

3 452A.6J, 452A.63, 452A.67, 452A.68, 452A.74A, and 452A.86 are 

4 amended to provide consistency in the motor vehicle fuel tax 

5 hy changing the word ''report'' to ''return''. When the motor 

6 vehicle fuel tax chapters were amended to change the point of 

7 taxation during the 1995 Session ot the General Assembly, 

8 these sections were not amended. 

9 Code section 452A.l7(1) is amended to provide that a fuel 

10 tax refund is available for machinery and equipment used for 

11 nonhighway purposes. 

17 Code section 452A.l7 is also amended tc> provide that 

13 records need to be kept relating to fuel used in v1atercraft 

14 and further to provide that no refund will be issued for 

15 undyed special fuel taken out of the state in the fuel supply 

16 tank of a vehicle. 

17 Code section 452A.2/ 1s created to require a licensee who 

18 collects tax in error from a consumer to either return the tax 

19 to the consumer 

7.0 Code section 

or remit it to the department. 

453A.6(3) is amended to list distributors 

21 manufacturers as those who must stamp cigarettes. 

22 Code section 453A.6 is also amended by adding two new 

23 subsections. The first new subsection provides that any 

and 

24 person who is in possession of unstamped cigarettes shall pay 

25 the tax directly to the department. The second new subsection 

26 provides that the tax shall be added to the selling price and 

27 collected from the purchasers so that the ultimate consumer 

28 bears the burden of the tax. 

29 Code section 453A.8(l) is amended to provide that the 

30 department is no longer required to sell cigarette stamps in 

Jl unbroken books of 1,000 stamps. 

32 Code section 453A.l5 is amended to provide that any person 

11 who 1s not licensed must keep records, file reports, and pay 

34 the cigarette tax in the same manner as permit holders. 

JS Code section 453A.l6 is amended to provide that 
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1 manufacturers of cigarettes may only ship un~tampe~ cigarettes 

2 into the state tc1 licensed distributor~ or licensed 

3 distributors' agents. 

4 Code section 453A.28 is amended to provide that the two-

S year statute of limitations does not apply if a false or 

6 fraudulent report is made with the intent to evade tax, if a 

7 report is not filed, or if the person is ir• possession of 

8 unstamped cigarettes. In these instances, tr? statute of 

9 limitations is unlimited. 

10 Code section 453A.3l deals with a civil penalty for failure 

ll to keep records, selling cigarettes without a valid permit, 

12 making a false or incomplete report, or failing to abide with 

11 rules of the department. The present penalty is $50 for each 

14 offense, each violation is a separate offense, and the same 

15 violation is a separate offense for each day it continues. 

16 The amendment to the Code section strikes the $50-a-day 

17 penalty in lieu of a three-tiered civil penalty for the above 

18 offenses: $200 for the first offense; $500 for the second 

19 offense within two years; $1,000 for the third offense within 

70 two years and for subsequent offenses. 

21 A second three-tiered 

22 cigarettes is provided. 

penalty for possession of unstamped 

This penalty is based on the number 

23 of cigarettes in the person's possession. 

24 Number of lst Violation 2nd Violation Third 

25 Cigarettes Within 2 Years Within 2 Years Violation 

26 41-400 $200 $400 $600 

27 401-2,000 $500 $1,000 $1,500 

2,001 or 

more $1,000 $2,000 $3,000 

28 

29 

30 These penalties are no longer subject to mandatory waiver 

Jl for reasonable cause. 

32 Code section 453A.45(2), (3), and (4) are amended to 

33 require persons who sell tobacco products to retain records 

34 for two years from the date of sale instead of the present 

35 one-year requirement. 
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l Code section 633.272 is amended to provide that, under 

?. partial intestacy, a surviving spouse is entitled to receive 

J the amount of intestate property as provided in Code section 

4 633.211 or 633.212. 

5 The bill takes effect upon enactment and some provisions 

6 have different applicability date provisions than the 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

21 

24 

25 

26 

27 

28 

29 

30 

31 

32 

31 

34 
):, 

effective date. 
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SENATE CLIP SHEET MARCH 13, 1998 Page 27 

SENATE FILE 2360 
-5241 
1 Amend Senate File 2360 as follows: 
2 
3 
4 
5 
6 
7 
8 
9 

1. Page 15, by inserting after line 16 the 
following: 

"Sec. 201. Section 422B.l0, subsection 4, 
unnumbered paragraph 1, Code Supplement 1997, is 
amended to read as follows: 

~wenty-five Except as provided in subsection 4A, 
twenty-five percent of each county's account shall be 
remitted based on the sum of property tax dollars 
levied by the board of supervisors if the tax was 
imposed in the unincorporated areas and each city in 
the county where the tax was imposed during the three­
year period beginning July 1, 1982, and ending June 
30, 1985, as follows: 

Sec. 202. Section 4228.10, Code Supplement 1997, 
is amended by adding the following new subsection: 

NEW SUBSECTION. 4A. For counties that first 
impose the tax on or after July 1, 1998 twenty-five 
percent of each county's account shall be remitted 
based on the sum of property tax dollars levied by the 
board of supervisors if the tax was imposed in the 
unincorporated areas and each city in the county where 
the tax was imposed during the three-year period 
beginning July 1, 1992, and ending June 30, 1995, as 
follows: 

a. To the board of supervisors a pro rata share 
based upon the percentage of the total property tax 
dollars levied by the board of supervisors during the 
above three-year period. 

10 
ll 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 b. To each city council where the tax was imposed 
31 a pro rata share based upon the percentage of property 
32 tax dollars levied by the city during the above three-
33 year period of the above total property tax dollars 
34 levied by the board of supervisors and each city where 
35 the tax was imposed during the above three-year 
36 period." 
37 2. P~ge 3S, by inserting after line 10 the 
38 following: 
3S " Sections 201 and 202 of thi.s Act, amending 
40 section 4228.10, take effect July 1, 1998." 

S-5241 FILED MARCH 12, 1998 

w /"£J '1/11 I •lS> 
P·0-17 

By ROBERT E. DVORSKY 
0. GENE MADDOX 



SENATE CLIP SHEET MARCH 12, 1998 Page 32 

SENATE FILE 2360 
·>-5187 

Amend Senate File 2360 as follows: 
1. Page 15, by inserting after line 8 the 

_ "allowing: 
4 "Sec. 101. Section 422.121, Code Supplement 1997, 
5 -S amended to read as follows: 
6 422.121 APPROPRIATION -- LIMITATION. 
7 Beginning with the fiscal year beginning July 1, 
8 1997, there is appropriated annually from the general 
9 fund of the state two million dollars to refund the 

10 credits allowed under this division_ Notwithstanding 
ll section 422.120, for tax years beginning on or after 
12 January 1, 1997, the livestock production tax credit 
13 shall only be allowed for cow-calf operations. In 
14 calculating the tax credit for cow-calf operations for 
15 tax vears beginning in the 1997 calendar year, bred 
16 cows, bred heifers, and breeding bulls in the 
l7 ooerations' inventory on December 31 of the tax year 
18 which were also in the operations on July 1 of the tax 
19 year and stockers and feeders sold during the tax year 
20 are to be counted. In calculating the tax credit for 
21 cow calf ooerations for tax years beginning on or 
22 after January l, 1998, only those bred cows, bred 
23 heifers, and breedino bulls in the operations' 
24 inventory on December 31 of the tax year which were 
25 also in the ooerations on July 1 of the tax year are 
2€ to be counted." 
27 2. Page 38, by inserting after line 10 the 
28 following: 
29 " Section 101 of this Act, amending section 
30 422.121, being deemed of immediate importance, takes 
3~ effect upon enactment and applies retroactively to 
32 January 1, 1997, for tax years beginning on or after 
33 that date." 
34 3. Title page, line 6, by inserting after the 
35 word ·~axes" the following: "and the livestock 
36 produc~ion credit"-

By 0. GENE MADDOX 

S-5187 FILED MARCH 11, 1998 
;£~ ... ~ <!-~ Jf./-- 9? (f. 12./C.) 
v~7 - SENATE FILE 2360 

S-5172 
1 Amend Senate File 2360 as follows: 
2 1. By striking page 1~ line 22, through page 2, 
3 line 15. 
4 2. By striking page 10, line 35, through page 11, 
5 line 5. 
6 3. Page 18, by striking lines 24 through 31-
7 4. By striking page 18, line 32, through page 19, 
8 line 3. 
9 5. By numbering, renumbering and correcting 

10 internal references as necessary. 
By 0. GENE MADDOX 

S-5172 FILED MARCH 10, 1998 

a~ "-- 1Y -'18 \;_'z.\<j 
=--------........ ~~------------~~----~~~ ~~-
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SENATE CLIP SHEET 1-IARCH 27 , 19 9 8 

SENATE FILE 235G 
S-5390 

• Artend Senate File 2360 as folJ.OivS: 
2 l. Page 3, by inserting after line 17 l .e 
3 following: 
4 "Sec. lll. NEW SECTION. 422.12A INCOME TAX 
5 CHECKOFF FOR THE ARTS. 
6 1. A person who files an individual or ~ joint 
7 income tax return with the department of rE~e11ue and 
8 finance under section 422.13 may designate ~ne dollar 

10 
' ' ~J. 

12 
13 
14 
15 
16 
1 ~ 
~ I 

9 or more to be paid to the Iowa state arts council as 
established in section 303.86. If the refund due on 
the return or the payment remitted with the return is 
insufficient to pay the amount designated by the 
taxpayer to the Iowa state arts council, the amount 
designated shall be reduced to the remaining amount of 
the refund or the remaining amount remitted with the 
return. The designation of a contribution to the Iowa 
state arts council under this section is irrevocable. 

18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

2. The director of revenue and finance shall draft 
the income tax form to allow the designation of 
contributions to the Iowa state arts council on the 
tax return. The department, on or before January 31, 
shall transfer the total amount designated on the tax 
form due in the preceding year to an arts fund created 
in the division of arts of the department of cultural 
affairs. 

3. The division of arts may authorize payment from 
the arts fund for purposes of supporting division of 
arts activities. 

4. The department shall adopt rules to implement 
this section. However, before a checkoff pursuant to 
this section shall be permitted, all liabilities on 
the books of the department of revenue and finance and 
accounts identified as owi.ng under section 421.17 and 
the political contribution allowed under section 56.18 
shall be satisfied." 

2. Page 38, by inserting after line 4 the 
following: 

" Section 111 of this Act, establishing 
section 422.12A, applies retroactively to January 1, 
1998, for tax years beginning on or after that date." 

By MIKE CONNOLLY 

S-5390 FILED MARCH 26, 1998 

W/JJ 
1/;f/f/ 

(r p.lt) 



SENATE FILE 2360 
,_ ..... ,._ 

5-5384 
l Amend Senate File 2360 as follows: ·. ·-
2 l. Page 22, by striking lines 15--and 16 and 
3 inserting the following: "with this chapter •. !£ 
4 addition, the tax imposed under this chapter is a lien 
5 on the share of the estate passing to the surviving 
6 spouse, and parents, grandparents, great-grandparents, 
7 and other lineal ascendants, children including 
8 leaally adooted children and biological children 
9 entitled to inherit under the laws of this state, 

10 stepchildren, and grandchildren, great-grandchildren, 
11 and other lineal descendants. The". 

By 0. GENE MADDOX 

S-5384 FILED MARCH 25, 1998 

\N \\) l\- 1'-\ _q<( ( ~ \Aq) 
\ 

SENATE FILE 2360 
S-5295 

1 Amend Senate File 2360 as follows: 
2 1. Page 1, by inserting before line 1 the 
3 following: 
4 "Section l. Section 359.33, Coc1e 1997, is amended 
5 to read as follows: 
6 359.33 TAX FOR NONOWNED CEMETERY. 
7 ~hey The township trustees may levy a tax not-to 
8 e~eeed-s±~-and-th~ee-£o~~ths-eents-pe~-tho~sane 
9 doi±a~s-of-assessed-vaitle-of-ta~abie-p~ope~ty to 

10 improve and maintain any cemetery not owned by the 
ll township;-prov~ded-the-same if the cemetery is devoted 
12 to general public use." 
13 2. Title page, line 6, by inserting after the 
14 word "taxes;" the following: "providing a property 
15 tax levy for certain cemeteries;". 

By ROBERT E. DVORSKY 

S-5295 FILED MARCH 23, 1998 



BY (PROPOSED D 

REVENUE AND FINANCE BILL) 

Passed Senate, Date Passed House, Date 

Vote: Ayes Nays Vote: Ayes Nays 

Approved 

A BILL FOR 

1 An Act relating to the administration of the tax and related laws 

2 by the department of revenue and finance, including 

3 administration of state individual income, corporate income, 

4 franchise, sales, services, and use, motor fuel, cigarette and 

5 tobacco, local option, inheritance and estate, and property 

6 taxes; providing penalties; and including effective and 

7 retroactive applicability date provisions. 

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

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 
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1 Section 1. Section 421.1, unnumbered paragraph 8, Code 
2 1997, is amended to read as follows: 

3 The state board shall he~~-ae-~ea~e-~~x-re~H~ar-meee~"q~ 

4 eaeh-year,-ehe-r~r~e-ef-wh~eh-sha~~-be-en-the-~eeend-~eeH~ar 

5 ~ay-ef-aHiy meet as deemed necessary by the chairperson. 

6 Special meetings of the state board may be called by the 

7 chairperson on five days' notice given to each member. All 

8 meetings shall be held at the office of the tax department 

9 unless a different place within the state is designated by the 
10 state board or in the notice of the meeting. 

11 Sec. 2. Section 421.16, Code Supplement 1997, is amended 

12 to read as follows: 
13 421.16 EXPENSES. 

14 The director,-~e~Hey-~~reeter~, and department employees 

15 are entitled to receive from the state their actual necessary 

16 expenses while traveling on the business of the department. 
17 The expenditures shall be sworn to by the party who incurred 

18 the expense, and approved and allowed by the director. 

19 However, such expenses shall not be allowed residents of Polk 
20 county while in the city of Des Moines or traveling between 
21 their homes and the city of Des Moines. 

22 Sec. 3. Section 421.17, 
23 Supplement 1997, is amended 
24 unnumbered paragraph: 
25 NEW UNNUMBERED PARAGRAPH. 

subsection 29, paragraph g, Code 
by adding the following new 

The department of revenue and 

26 finance shall send the written notification required by this 

27 paragraph when the person's liability is payable to the clerk 
28 of district court. The judicial department shall prescribe 
29 procedures for contesting the amount of the person's liability 
30 to the clerk. Other applicable procedures shall be prescribed 
31 by the department of revenue and finance. The written 

32 notification shall state the clerk's assertion of rights to 

33 all or a portion of the payment, the clerk's entitlement to 
34 recover the liability through the setoff procedure, the basis 

35 of the assertions, the person's opportunity to request within 

-1-



S.F. H.F. 

1 fifteen days of mailing of the notice that the department 

2 divide a jointly or commonly owned right to payment between 
3 owners, the person's opportunity to contest the liability to 
4 the clerk by written application to the clerk, and the 

5 person's opportunity to contest the department's setoff 

6 procedure. If a person files written notice of intent to 

7 contest an allegation with the clerk within fifteen days of 

8 the mailing of the notice, the clerk shall hold the payment 

9 until disposition of the allegation. Upon completion of the 

10 setoff, the department shall file, at least monthly, with the 

11 clerk of the district court a notice of satisfaction of each 

12 obligation to the full extent of all moneys collected in 
13 satisfaction of the obligation. The clerk shall record the 

14 notice and enter a satisfaction for the amounts collected, and 
15 no separate written notice is required. 

16 Sec. 4. Section 421.18, Code 1997, is amended to read as 
17 follows: 

18 421.18 DUTIES OF PUBLIC OFFICERS AND EMPLOYEES. 

19 It shall be the duty of all public officers and employees 

20 of the state and o~-a%%-m~"~e~~a%±ties local governments to 
21 give to the director of revenue and finance information in 
22 their possession relating to taxation when required by the 
23 director, and to co-operate with and aid the director's 
24 efforts to secure a fair, equitable, and ju·st enforcement of 

25 the taxation and revenue laws. 
26 Sec. 5. Section 421.40, unnumbered paragraph 3, Code 1997, 

27 is amended to read as follows: 

28 The departments, the general assembly, and the courts shall 

29 pay their claims in a timely manner. If a claim for services, 
30 supplies, materials, or a contract which is payable from the 

31 state treasury remains unpaid after sixty days following the 
32 receipt of the claim or the satisfactory delivery, furnishing, 

33 or performance of the services, supplies, materials, or 

34 contract, whichever date is later, the state shall pay 

35 interest at the rate of one percent per month on the unpaid 
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1 amount of the claim. This paragraph does not apply to claims 
2 against the state under chapters 25 and 669 or to claims paid 

3 by federal funds. The interest shall be charged to the 
4 appropriation or fund to which the claim is certified. 

5 Departments may enter into contracts for goods or services on 

6 payment terms of less than sixty days, and pay interest on the 

7 unpaid amount of any claim, if the state may obtain a 

8 financial benefit or incentive which would not otherwise be 

9 available from the vendor. The department, in consultation 

10 with the department of general services and other affected 

11 agencies, shall develop policies to promote consistency and 
12 fiscal responsibility with respect to payment terms authorized 
13 under this paragraph. The director of the-de~e~tme~t-o£ 

14 revenue and finance shall adopt rules under chapter 17A 

15 relating to the administration of this paragraph. 

16 Sec. 6. Section 422.5, subsections 3 and 11, Code 

17 Supplement 1997, are amended by striking the subsections. 

18 Sec. 7. Section 422.13, subsection 5, Code 1997, is 

19 amended to read as follows: 
20 5. Notwithstanding subsections l through 4 and sections 
21 422.15 and 422.36, a partnership, a limited liability company 
22 whose members are taxed on the company's income under 
23 provisions of the Internal Revenue Code, trust, or corporation 

24 whose stockholders are taxed on the corporation's income under 
25 the provisions of the Internal Revenue Code is-efttit~ed-to 

26 ~eqHest-pe~missioft-f~om-the-direetor may, not later than the 

27 due date for filing its return for the taxable year, including 
28 any extension thereof, elect to file a composite return for 

29 the nonresident partners, members, beneficiaries, or 
30 shareholders. The director may greftt-~e~mission-to-fi~e-or 
31 require that a composite return be filed under the conditions 
32 deemed appropriate by the director. A partnership, limited 

33 liability company, trust, or corporation filing a composite 

34 return is liable for tax required to be shown due on the 
35 return. All powers of the director and requirements of the 
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1 director apply to returns filed under this subsection 

2 including, but not limited to, the provisions of this division 

3 and division VI of this chapter. 
4 Sec. 8. Section 422.16, subsection 2, unnumbered paragraph 

52, Code 1997, is amended to read as follows: 

6 Every withholding agent on or before the end of the second 

7 month following the close of the calendar year in which the 

8 withholding occurs shall make an annual reporting of taxes 

9 withheld and other information prescribed by the director and 

10 send to the department copies of wage and tax statements with 

11 the return. At the discretion of the director, the 

12 withholding agent shall not be required to send wage 

13 statements and tax statements with the annual reporting return 
14 form if the information is available from the Internal Revenue 

15 Service or 

16 Sec. 9. 

other state or federal agencies. 

Section 422.23, unnumbered paragraph 

17 is amended by striking the unnumbered paragraph. 

2, Code 1997, 

18 Sec. 10. Section 422.25, subsection 1, paragraph b, Code 

19 1997, is amended to read as follows: 

20 b. The period for examination and determination of the 
21 correct amount of tax is unlimited in the case of a false or 

22 fraudulent return made with the intent to evade tax or in the 
23 case of a failure to file a return. In lieu of the period of 
24 limitation for any prior year for which an overpayment of tax 
25 or an elimination or reduction of an underpayment of tax due 
26 for that prior year results from the carryback to that prior 

27 year of a net operating loss or net capital loss, the period 
28 is the period of limitation for the taxable year of the net 

29 operating loss or net capital loss which results in the 
30 carryback. If the tax found due is greater than the amount 

31 paid, the department shall compute the amount due, together 
32 with interest and penalties as provided in subsection 2 1 and 
33 shall mail a notice of assessment to the taxpayer and, if 
34 applicable, to the taxpayer's authorized representative of the 

35 total, which shall be computed as a sum certain if paid on or 
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1 before the last day of the month in which the notice is 

2 pesema~ked dated, or on or before the last day of the 

3 following month if the notice is pestma~ked dated after the 
4 twentieth day of any month. The notice shall also inform the 

5 taxpayer of the additional interest and penalty which will be 

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

7 of the applicable month. 

8 Sec. 11. Section 422.25, subsection 3, Code 1997, is 

9 amended to read as follows: 

10 3. If the amount of the tax as determined by the 

11 department is less than the amount paid, the excess shall be 

12 refunded with interest, the interest to begin to accrue on the 
13 first day of the second calendar month following the date of 

14 payment or the date the return was due to be filed, or the 

15 extended due date by which the return was due to be filed if 

16 ninety percent of the tax was paid by the original due date, 

17 or was filed, whichever is the latest, at the rate in effect 

18 under section 421.7 counting each fraction of a month as an 

19 entire month under the rules prescribed by the director. If 

20 an overpayment of tax results from a net operating loss or net 
21 capital loss which is carried back to a prior year, the 
22 overpayment, for purposes of computing interest on refunds, 
23 shall be considered as having been made on the date a claim 
24 for refund or amended return carrying back the net operating 

25 loss or net capital loss is filed with the department or on 
26 the first day of the second calendar month following the date 
27 of the actual payment of the tax, whichever is later. 

28 However, when the net operating loss or net capital loss 

29 carryback to a prior year eliminates or reduces an 

30 underpayment of tax due for an earlier year, the full amount 
31 of the underpayment of tax shall bear interest at the rate in 
32 effect under section 421.7 for each month counting each 

33 fraction of a month as an entire month from the due date of 
34 the tax for the earlier year to the last day of the taxable 

35 year in which the net operating loss or net capital loss 
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2 Sec. 12. 

3 paragraph 1, 

4 follows: 

S.F. ---- H.F. 

Section 422.33, subsection 1, unnumbered 

Code Supplement 1997, is amended to read as 

5 A tax is imposed annually upon each corporation o~ga~ized 

6 tt~de~-the-iaws-o~-this-state,-a~d-ttpo~-eaeh-fo~eig~ 

7 eo~poratio~ doing business in this state, or deriving income 

8 from sources within this state, in an amount computed by 

9 applying the following rates of taxation to the net income 

10 received by the corporation during the income year: 

11 Sec. 13. Section 422.33, subsection 2, unnumbered 

12 paragraph 1, Code Supplement 1997, is amended to read as 

13 follows: 

14 If the trade 

15 entirely within 

or business of the corporation is carried on 

the state, the tax shall be imposed on the 

16 entire net income, but if the trade or business is carried on 

17 partly within and partly without the state or if income is 

18 derived from sources partly within and partly without the 

19 state, or if income is derived from trade or business and 

20 sources, all of which are not entirely in the state, the tax 

21 shall be imposed only on the portion of the net income 

22 reasonably attributable to the trade or business or sources 

23 within the state, with the net income attributable to the 

24 state to be determined as follows: 

25 Sec. 14. Section 422.42, subsection 6, Code Supplement 

26 1997, is amended to read as follows: 

27 6. "Gross taxable services" means the total amount 

28 received in money, credits, property, or other consideration, 

29 valued in money, from services rendered, furnished, or 

30 performed in this state except where such service is-~erformed 

31 o~-ta~gib%e-~rsona:-~~o~erty-de%ive~ed-into-i~terstate 

32 eommeree-or is used in processing of tangible personal 

33 property for use in taxable retail sales or services and 

34 embraced within the provisions of this division. However, the 

35 taxpayer may take credit in the taxpayer's report of gross 
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1 taxable services for an amount equal to the value of services 
2 rendered, furnished, or performed when the full value of s~eh 

3 the services thereof is refunded either in cash or by credit. 

4 Taxes paid on gross taxable services represented by accounts 

5 found to be worthless and actually charged off for income tax 

6 purposes may be credited upon a subsequent payment of the tax 

7 due here~nder, but if any s~eh accounts are thereafter 

8 collected by the taxpayer, a tax shall be paid upon the 

9 amounts so collected. 

10 Sec. 15. 
11 paragraph 1, 
12 follows: 

Section 422.42, subsection 18, unnumbered 

Code Supplement 1997, is amended to read as 

13 "Services" means all acts or services rendered, furnished, 

14 or performed, other than services performed-on-tangible 

15 persone%-proper~y-deii~ered-in~o-in~erseaee-eommeree7-or 

16 ser~±ees used in processing of tangible personal property for 

17 use in taxable retail sales or services, for an "employer" as 

18 defined in section 422.4, subsection 3, for a valuable 

19 consideration by any person engaged in any business or 
20 occupation specifically enumerated in this division. The tax 
21 shall be due and collectible when the service is rendered, 

22 furnished, or performed for the ultimate user thereor of the 
23 service. 

24 Sec. 16. Section 422.44, unnumbered paragraph 2, Code 
25 1997, is amended by striking the unnumbered paragraph. 

26 Sec. 17. Section 422.45, subsection 7, paragraph b, 
27 unnumbered paragraph 1, Code Supplement 1997, is amended to 

28 read as follows: 
29 Such governmental unit, educational institution, or 
30 nonprofit private museum shall, not more than six-months one 
31 year after the final settlement has been made, make 

32 application to the department for any refund of the amount of 

33 s~eh the sales or use tax which shall have been paid upon any 

34 goods, wares or merchandise, or services rendered, furnished, 
35 or performed, s~eh the application to be made in the manner 
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1 and upon forms to be provided by the department, and the 

2 department shall forthwith audit stteh the claim and, if 

3 approved, issue a warrant to stteh the governmental unit, 

4 educational institution, or nonprofit private museum in the 

5 amount of stteh the sales or use tax which has been paid to the 

6 state of Iowa under stteh the contract. 
7 Sec. 18. Section 422.45, subsection 46, Code Supplement 
8 1997, is amended to read as follows: 

9 46. The gross receipts from the sale of property or of 

10 services performed on property which the seller retailer 

11 transfers to a carrier for shipment to a point outside of 

12 Iowa, places in the United States mail or parcel post directed 
13 to a point outside of Iowa, or transports to a point outside 
14 of Iowa by means of the seller~s retailer's own vehicles, and 

15 which is not thereafter returned to a point within Iowa, 
16 except solely in the course of interstate commerce or 
17 transportation. This exemption shall not apply if the 
18 purchaser, consumer, or their agent, other than a carrier, 

19 takes physical possession of the property in Iowa. 

20 Sec. 19. Section 422.47, subsection 3, paragraphs a and b, 
21 Code Supplement 1997, are amended to read as follows: 
22 a. The department shall issue or the seller may separately 
23 provide exemption certificates in the form prescribed by the 
24 director to assist retailers in properly accounting for 
25 nontaxable sales of tangible personal property or services to 

26 purchasers for pttrposes-o£-resale-er-£or-proeess±~g,-exeep~ 

27 £ttel-eo~sttmed-±~-proeess±~g a nontaxable purpose. The 

28 department shall also allow the use of exemption certificates 

29 for those circumstances in which a sale is taxable but the 
30 seller is not obligated to collect tax from the buyer. 

31 b. The sales tax liability for all sales of tangible 
32 personal property and all sales of services is upon the seller 

33 and the purchaser unless the seller takes in good faith from 

34 the purchaser a valid exemption certificate stating under 

35 penalties for perjury that the purchase is for resale-or-£or 

-8-



S.F. H.F. 

1 ~~oee~~~"~ a nontaxable purpose and is not a retail sale as 
2 defined in section 422.42, subsection 14, or the seller is not 

3 obligated to collect tax due, or unless the seller takes a 
4 fuel exemption certificate pursuant to subsection 4. If the 

5 tangible personal property or services are purchased tax free 

6 pursuant to a valid exemption certificate which is taken in 

7 good faith by the seller, and the tangible personal property 

8 or services are used or disposed of by the purchaser in a 

9 nonexempt manner, the purchaser is solely liable for the taxes 

10 and shall remit the taxes directly to the department and 

11 sections 422.50, 422.51, 422.52, 422.54, 422.55, 422.56, 
12 422.57, 422.58, and 422.59 shall apply to the purchaser. 

13 Sec. 20. Section 422.47, subsection 3, paragraph e, Code 

14 Supplement 1997, is amended to read as follows: 

15 e. If the circumstances change and as a result the 

16 tangible personal property or services are used or disposed of 

17 by the purchaser in a nonexempt manner or the purchaser 

18 becomes obligated to pay the tax, the purchaser is liable 

19 solely for the taxes and shall remit the taxes directly to the 

20 department in accordance with this subsection. 
21 Sec. 21. Section 422.47, subsection 4, paragraph c, Code 
22 Supplement 1997, is amended to read as follows: 
23 c. The purchaser may apply to the department for its 

24 review of the fuel exemption certificate. In this event, the 
25 department shall review the fuel exemption certificate within 

26 twelve months from the date of application and determine the 
27 correct amount of the exemption. If the amount determined by 

28 the department is different than the amount that the purchaser 

29 claims is exempt, the department shall promptly notify the 
30 purchaser of the determination. Failure of the department to 
31 make a determination within twelve months from the date of 

32 application shall constitute a determination that the fuel 
33 exemption certificate is correct as submitted. A 

34 determination of exemption by the department is final unless 
35 the purchaser appeals to the director for a revision of the 
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1 determination within tb±~ty sixty days after the ~stma~k date 

2 of the notice of determination. The director shall grant a 

3 hearing, and upon the hearing the director shall determine the 

4 correct exemption and notify the purchaser of the decision by 
5 mail. The decision of the director is final unless the 

6 purchaser seeks judicial review of the director's decision 

7 under section 422.55 within tb±~ty sixty days after the 

8 ~estma~k date of the notice of the director's decision. 

9 Unless there is a substantial change, the department shall not 

10 impose penalties pursuant to section 422.58, both 

11 retroactively to purchases made after the date of application 

12 and prospectively until the department gives notice to the 

13 purchaser that a tax or additional tax is due, for failure to 
14 remit any tax due which is in excess of a determination made 

15 under this section. A determination made by the department 
16 pursuant to this subsection does not constitute an audit for 
17 purposes of section 422.54. 

18 Sec. 22. Section 422.50, Code 1997, is amended to read as 
19 follows: 

20 422.50 RECORDS REQUIRED. 

21 It shall be the duty of every retailer required to make a 

22 ~epe~t return and pay any tax under this division, to preserve 

23 those records of the gross ~~eceeds-e~ receipts from sales 2£ 
24 services as the director may require and it shall be the duty 
25 of every retailer to preserve for a period of five years all 
26 invoices and other records of goods, wares, merchandise, or 

27 services p~~ebased-fe~-~esa%e; and all these books, invoices, 
28 and other records shall be open to examination at any time by 

29 the department, and shall be made available within this state 
30 for examination upon reasonable notice when the director 
31 orders. 
32 sec. 23. 

33 paragraph 2, 
34 paragraph. 

Section 422.52, subsection 3, unnumbered 
Code 1997, is amended by striking the unnumbered 

35 Sec. 24. Section 422.60, subsection 1, Code 1997, is 
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1 amended to read as follows: 

2 1. A franchise tax according to and measured by net income 

3 is imposed on financial institutions for the privilege of 

4 doing business in this state as finaneiai-in~eie~eions 

5 corporations. 

6 Sec. 25. Section 422.68, subsection 4, Code 1997, is 

7 amended to read as follows: 

8 4. The department may make photostat, microfilm, or other 

9 photographic copies of records, reportsL and other papers 

10 either filed by the taxpayer or prepared by the department. 

11 In addition, the department may create and use any system of 

12 recordkeeping reasonably calculated to preserve its records 

13 for any time period reguired by law. When stten photostatL o~ 

14 microfilm, or other copies have been made, the department may 

15 destroy suen the original records which are the basis for the 

16 copies in s~en any manner as prescribed by the director. Stten 

17 pnotoseat-o~ Photostat, microfilm, or other types of copies, 

18 when no longer of use, may be destroyed as provided in 

19 subsection 3. s~en-pnotostat Photostat, microfilm, or other 

20 pnotog~apnie records shall be admissible in evidence when duly 

21 certified and authenticated by the officer having custody and 

22 control tne~eo~ of them. 

23 Sec. 26. 

24 paragraph 1, 

25 follows: 

Section 422.72, subsection 1, unnumbered 

Code Supplement 1997, is amended to read as 

26 It is unlawful for the director, or any person having an 

27 administrative duty under this chapter, or any present or 

28 former officer or other employee of the state authorized by 

29 the director to examine returns, to divulge in any manner 

30 whatever, the business affairs, operations, or information 

31 obtained by an investigation under this chapter of records and 

32 equipment of any person visited or examined in the discharge 

33 of official duty, or the amount or source of income, profits, 

34 losses, expenditures or any particular thereof, set forth or 

35 disclosed in any return, or to permit any return or copy of a 
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1 return or any book containing any abstract or particulars 

2 thereof to be seen or examined by any person except as 

3 provided by law. It is unlawful for any person to willfully 

4 inspect, except as authorized by the director, any return or 

5 return information. However, the director may authorize 

6 examination of such state returns and other state information 
7 which is confidential under this section, if a reciprocal 

8 arrangement exists, by tax officers of another state or the 

9 federal government. The director may, by rules adopted 

10 pursuant to chapter 17A, authorize examination of state 

11 information and returns by other officers or employees of this 

12 state to the extent required by their official duties and 

13 responsibilities. Disclosure of state information to tax 

14 officers of another state is limited to disclosures which have 

15 a tax administrative purpose and only to officers of those 
16 states which by agreement with this state limit the disclosure 

17 of the information as strictly as the laws of this state 

18 protecting the confidentiality of returns and information. 

19 The director shall place upon the state tax form a notice to 

20 the taxpayer that state tax information may be disclosed to 

21 tax officials of another state or of the United States for tax 

22 administrative purposes. 

23 Sec. 27. Section 422.110, Code 1997, is amended to read as 
24 follows: 
25 422.110 INCOME TAX CREDIT IN LIEU OF REFUND. 
26 In lieu of the fuel tax refund provided in seetiofts section 

27 452A.l7 to-4S%A.%9, a person or corporation subject to 
28 taxation under divisions II or III of this 'chapter,-e~ee~t 

29 ~e~sons-or-eo~~~ations-%ieensed-~nde~-seetion-45%A,4, may 
30 elect to receive an income tax credit £or-ta~-years-begiftnin~ 
31 on-or-a£ter-aaft~ary-%,-%9T5. The person or corporation which 

32 elects to receive an income tax credit shall cancel its refund 

33 permit obtained under section 452A.l8 within thirty days after 

34 the first day of its tax year or the permit becomes invalid at 
35 that time. For the purposes of this section, "person" 
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1 includes a person claiming a tax credit based upon the 
2 person's pro rata share of the earnings from a partnership, 

3 limited liability company, or corporation which is not subject 
4 to a tax under division II or III of this chapter as a 
5 partnership, limited liability company, or corporation. If 
6 the election to receive an income tax credit has been made, it 
7 remains effective for at least one tax year, and for 

8 subsequent tax years unless a change is requested and a new 
9 refund permit applied for within thirty days after the first 

10 day of the person's or corporation's tax year. The income tax 
ll credit shall be the amount of the Iowa fuel tax paid on fuel 
12 purchased by the person or corporation and ttsed-ae-~eiiows~ is 
13 subject to the conditions provided in section 452A.l7 with the 
14 exception that the income tax credit is not available for 
15 refunds relating to casualty losses, transport diversions, 
16 pumping credits, blending errors, idle time, power takeoffs, 
17 reefer units, and exports by eligible purchasers. 

18 i•--Moeo~-£ttei-es-de£~ned-~n-seee±en-45%A.%,-sttbseet±en-i17 

19 ttsed-£or-the-ptt~pose-e£-ope~ee~n~-or-pro~ii±n~-£erm-e~eeeors, 
20 eorn-sheiie~s7-roiier-mi%%s,-e~tte~-mettneed-£eed-~~inde~s, 

21 seeeionery-en~±nes7-£or-p~odttein~-denaett~ed-eieohoi-wiehin-the 
22 seeee,-£e~-eieen±n~-e~-dyein~,-or-~or-eny-pttrpose-other-ehen 
23 ±n-weeerere£t-or-e±rere£e-or-in-moeor-vehie±es-opereted-or 
24 ±ntended-to-be-opereted-ttpon-ehe-~ttbiie-h±~hweys. 
25 %.--speeie±-fttei,-es-de£ined-±n-seetion-45%A.%,-ttsed-fer 
26 ehe-pttrpese-o£-o~eret±en-e£-eorn-she±%ers,-ro%ier-mi±%s,-end 

27 £eed-~r±nders-mottneed-on-ertte~s. 

28 3•--Moeor-ftte±-piaeed-±n-moee~-veh±eies-end-ttsed,-other 

29 ehen-on-~ttb±±e-hi~hweys,-in-ehe-e~ereee±on-end-proeessin~-of 
30 netttrei-depos±es• 

31 4•--Moeer-ftte%-or-s~eeiei-ftte%-ttsed-by-e-bone-fide 

32 eomme~eiai-£±sher,-iieensed-and-operetin~-ttnder-en-owner~s 

33 eerti£ieeee-£or-eommereie%-fishin~-~eer-isstted-~ttrsttant-te 
34 seetien-48%•4• 
35 However,-no-eredie-sha%%-be-~iven-with-res~eet-to-meter 
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1 £~e%-taken-o~t-e£-t"e-~tate-±n-f~el-~~pp%y-tank~-o£-moto~ 

2 ve"±eie~,-motor-f~el-~~e~-±n-a±~eraft-or-wate~eraft,-o~-moto~ 

3 f~el-~~e~-±n-the-performanee-ef-a-eontraet-wh±e"-±s-pa±~-e~t 

4 of-state-f~n~~-~nie~~-the-eontreet-for-t"e-wo~k-eontains-a 

5 eert±f±eate-ma~e-~n~e~-penaity-for-fel~e-ee~tif±eate-that-the 

6 est±mate,-b±~-o~-priee-to-be-pai~-fer-t"e-work-±nel~~es-no 

7 amo~nt-repre~enting-motor-f~el-tax-s~bjeet-te-a-ere~±tT The 

8 right to a credit under this section is not assignable and the 

9 credit may be claimed only by the person or corporation that 

10 purchased the fuel. 

11 Sec. 28. Section 422.111, unnumbered paragraph 1, Code 

12 1997, is amended to read as follows: 

13 The fuel tax credit may be applied against the income tax 

14 liability of the person or corporation as determined on the 

15 tax return filed for the year in which the fuel tax was paid. 

16 The department shall provide forms for claiming the fuel tax 
17 credit. If the fuel tax credit would result in an overpayment 

18 of income tax, the person or corporation may apply for a 

19 refund of the amount of overpayment or may have the 

20 overpayment credited to income tax due in subsequent years. 

21 Each person or corporation that claims a fuel tax credit shall 

22 maintain the original invoices showing the purchase of the 

23 fuel on which a credit is claimed. No An invoice is not 
24 acceptable in support of a claim for credit unless it the 
25 invoice is a separate serially numbered invoice covering no 
26 more than one purchase of motor fuel or undyed special fuel, 
27 prepared by the seller on a form approved by the department, 

28 nor-unless-it or unless the invoice is legibly written with no 
29 corrections or erasures and shows the date of sale, the name 

30 and address of the seller and of the purchaser, the kind of 
31 fuel, the gallonage in figures, the per gallon price of the 

32 fuel, the total purchase price including the Iowa fuel tax, 

33 and that the total purchase price has been paid. However, as 
34 to refund invoices made on a billing machine the department 
35 may waive these requirements. If an original invoice is lost 
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1 or destroyed, the department may approve a credit supported by 

2 a copy identified and certified by the seller as being a true 

3 copy of the original. Each person or corporation that claims 

4 a fuel tax credit shall maintain complete records of purchases 

5 of motor fuel or undyed special fuel on which Iowa fuel tax 

6 was paid, and for which a fuel tax credit is claimed. 

7 Sec. 29. Section 422.111, unnumbered paragraph 3, Code 

8 1997, is amended by striking the unnumbered paragraph. 

9 Sec. 30. Section 422B.l0, subsection 2, paragraph c, Code 

10 Supplement 1997, is amended to read as follows: 

11 c. The director of revenue and finance shall remit a final 

12 payment of the remainder of tax moneys due the city or county 

13 for the fiscal year before November 10 of the next fiscal 

14 year. If an overpayment has resulted during the previous 

15 fiscal year, the f±~~e November payment ef-ehe-~ew-f±~eei-yee~ 

16 shall be adjusted to reflect any overpayment. 

17 Sec. 31. Section 4220.3, unnumbered paragraph 4, Code 

18 1997, is amended to read as follows: 

19 The director, in consultation with local officials, shall 

20 collect and account for a local income surtax and any interest 

21 and penalties. The director shall credit local income surtax 

22 receipts and any interest and penalties collected from returns 

23 filed on or before November 1 of the calendar year following 

24 the tax year for which the local income surtax is imposed to a 

25 "local income surtax fund" established in the effiee-ef-ehe 
26 e~ea~H~e~-ef-~tete department of revenue and finance. All 

27 local income surtax receipts and any interest and penalties 

28 received or refunded from returns filed after November 1 of 

29 the calendar year following the tax year for which the local 

30 income surtax is imposed shall be deposited in or withdrawn 

31 from the state general fund and shall be considered part of 

32 the cost of administering the local income surtax. 

33 Sec. 32. Section 424.10, subsections 2 and 3, Code 1997, 

34 are amended to read as follows: 

35 2. If a return required by this chapter is not filed, or 
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1 if a return when filed is incorrect or insufficient and the 

2 maker fails to file a corrected or sufficient return within 

3 twenty days after the return is required by notice from the 
4 department, the department shall determine the amount of 

5 charge due from information as the department may be able to 

6 obtain and, if necessary, may estimate the charge on the basis 

7 of external indices or factors. The department shall give 

8 notice of the determination to the person liable for the 

9 charge. The determination shall fix the charge unless the 

10 person against whom it is assessed shall, within sixty days 

11 after the ~~~ift~-o£ date of the notice of the determination, 

12 apply to the director for a hearing or unless the taxpayer 
13 contests the determination by paying the tax, interest, and 
14 penalty and timely filing a claim for refund. At the hearing 

15 evidence may be offered to support the determination or to 

16 prove that it is incorrect. After the hearing the director 

17 shall give notice of the decision to the person liable for the 

18 charge. 

19 If a depositor's, receiver's, or other person's challenge 

20 relates to the diminution rate, the burden of proof upon the 
21 challenger shall only be satisfied by clear and convincing 
22 evidence. 
23 3. If the amount paid is greater than the correct charge, 

24 penalty, and interest due, the department shall refund the 
25 excess, with interest after sixty days from the date of 
26 payment at the rate in effect under section 421.7, pursuant to 

27 rules prescribed by the director. However, the director shall 
28 not allow a claim for refund that has not been filed with the 

29 department within five years after the charge payment upon 
30 which a refund is claimed became due, or one year after the 
31 charge payment was made, whichever time is later. A 

32 determination by the department of the amount of charge, 
33 penalty, and interest due, or the amount of refund for any 

34 excess amount paid, is final unless the person aggrieved by 

35 the determination appeals to the director for a revision of 
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1 the determination within t"i~ty sixty days from the ~estmark 

2 date of the notice of determination of charge, penalty, and 

3 interest due or refund owing. The director shall grant a 

4 hearing, and upon hearing the director shall determine the 

5 correct charge, penalty, and interest due or refund owing, and 

6 notify the appellant of the decision by mail. The decision of 

7 the director is final unless the appellant seeks judicial 

8 review of the director's decision under section 424.13. 

9 Sec. 33. Section 427.1, subsection 14, unnumbered 

10 paragraph 1, Code Supplement 1997, is amended to read as 

11 follows: 

12 A society or organization claiming an exemption under 

13 subsection 5 or subsection 8 ef-this-seet±o" shall file with 

14 the assessor not later than Jtliy-% April 15 a statement upon 

15 forms to be prescribed by the director of revenue and finance, 

16 describing the nature of the property upon which the exemption 

17 is claimed and setting out in detail any uses and income from 

18 the property derived from the rentals, leases, or other uses 

19 of the property not solely for the appropriate objects of the 
20 society or organization. 
21 claim, the claim shall be 

Upon the filing and allowance 
allowed on the property for 

22 successive years without further filing as long as the 

of the 

23 property is used for the purposes specified in the original 
24 claim for exemption. When the property is sold or 
25 transferred, the county recorder shall provide notice of the 

26 transfer to the assessor. The notice shall describe the 

27 property transferred and the name of the person to whom title 
28 to the property is transferred. 

29 Sec. 34. Section 427.1, subsection 24, Code Supplement 
30 1997, is amended to read as follows: 
31 24. LAND CERTIFIED AS A WILDLIFE HABITAT. The owner of 

32 agricultural land may designate not more than two acres of the 
33 land for use as a wildlife habitat. After inspection, if the 

34 land meets the standards established by the natural resource 

35 commission for a wildlife habitat under section 483A.3, the 
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1 department of natural resources shall certify the designated 

2 land as a wildlife habitat and shall send a copy of the 

3 certification to the appropriate assessor not later than 

4 February 1 of the assessment year for which the exemption is 
5 requested. The department of natural resources may 

6 subsequently withdraw certification of the designated land if 

7 it fails to meet the established standards for a wildlife 

8 habitat and the assessor shall be given written notice of the 

9 decertification. 

10 Sec. 35. Section 428.1, unnumbered paragraph 1, Code 1997, 

11 is amended to read as follows: 

12 Every person shall list for the assessor all property 

13 subject to taxation in the state, of which the person is the 

14 owner, or has the control or management, ~~-~he-fo~~ow~"g 
15 ma"~e~ including but not limited to the following: 

16 Sec. 36. Section 429.2, subsection 1, Code 1997, is 

17 amended to read as follows: 

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

19 taxpayer shall have thirty days from the date o£-pos~ma~~ of 

20 the notice of assessment to appeal the assessment to the state 
21 board of tax review. Thereafter, the proceedings before the 

22 state board of tax review shall conform to the provisions of 
23 subsection 2, section 421.1, subsection 4, and chapter 17A. 
24 Sec. 37. Section 450.4, subsection 5, Code 1997, is 
25 amended to read as follows: 

26 5. On the value of that portion of installment payments 
27 which will be includable as net income as defined in section 
28 422.7 as received by a beneficiary under an annuity which was 

29 purchased under an employees pension or retirement plan. This 

30 exemption does not apply to those payments that are exempt 
31 from Iowa income tax pursuant to section 422.8, subsection 2. 
32 Sec. 38. Section 450.20, unnumbered paragraph 1, Code 
33 1997, is amended to read as follows: 

34 i~ The department of revenue and finance shall e~se keep a 
35 separate record of any deferred estate upon which the tax due 
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1 is not paid within fifteen months from the death of the 

2 decedent, showing substantially the same facts as are required 

3 in other cases, and also showing: 
4 Sec. 39. Section 450.22, Code 1997, is amended to read as 

5 follows: 

6 450.22 ADMINISTRATION AVOIDED -- INHERITANCE TAX DUTIES 

7 REQUIRED. 

8 When the heirs or persons entitled to inherit the property 

9 of an estate subject to tax under this chapter desire to avoid 

10 the appointment of a personal representative as provided in 

11 section 450.21, and in all instances where real estate is 
12 involved and there are no regular probate proceedings, they or 

13 one of them shall file under oath the inventories required by 
14 section 633.361 and the required reports, perform all the 

15 duties required by this chapter of the personal 

16 representative, and file the inheritance tax return. However, 

17 this section does not apply and a return is not required even 

18 though real estate is part of the assets subject to tax under 

19 this chapter, if all of the assets are held in joint tenancy 

20 with right of survivorship between husband and wife alone~ 
21 if the estate exclusively consists of property held in joint 
22 tenancy with the right of survivorship solely by the decedent 

23 and any individuals listed in section 450.9 as individuals 
24 that are entirely exempt from Iowa inheritance tax and the 
25 estate does not have a federal estate tax obligation. When 

26 this section applies, proceedings for the collection of the 
27 tax when a personal representative is not appointed, shall 

28 conform as nearly as possible to proceedings under this 
29 chapter in other cases. 

30 Sec. 40. Section 450.37, Code 1997, is amended by adding 
31 the following new subsection: 
32 NEW SUBSECTION. 3. In addition to the applicable period 

33 of limitation for examination and determination, the 
34 department shall make an examination to adjust the value of 

35 real property for Iowa inheritance tax purposes to the value 
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1 accepted by the internal revenue service for federal estate 

2 tax purposes. The department shall make an examination and 

3 adjustment for the value of the real property at any time 

4 within six months from the date of receipt by the department 
5 of written notice from the personal representative for the 

6 estate that all federal estate tax matters between the estate 

7 and the internal revenue service have been concluded. To 

8 begin the running of the six-month period, the notice shall be 

9 in writing in a form sufficient to inform the department of 

10 the final disposition of the federal estate tax obligation 

11 with the internal revenue service and a copy of the federal 

12 document showing the final disposition and final federal 

13 adjustments of all real property values must be attached. The 

14 department shall make an adjustment to the value of real 
15 property for inheritance tax purposes to the value accepted 

16 for federal estate tax purposes regardless of whether an 

17 inheritance clearance has been issued, an appraisal has been 

18 obtained on the real property indicating a contrary value, 

19 whether there has been an acceptance of another value for real 

20 property by the department, or whether an agreement has been 

21 entered into by the department and the personal representative 
22 for the estate and persons having an interest in the real 

23 property regarding the value of the real property. 
24 Notwithstanding the period of limitation specified in section 
25 450.94, subsection 3, the personal representative for the 
26 estate shall have six months from the day of final disposition 
27 of any real property valuation matter between the personal 

28 representative for the estate and the internal revenue service 

29 to claim a refund of an overpayment of tax due to the change 
30 in the valuation of real property by the internal revenue 
31 service. 

32 Sec. 41. 
33 are amended 

Section 450.94, subsections 2 and 3, 
to read as follows: 

Code 1997, 

34 2. The taxpayer shall file an inheritance tax return on 
35 forms to be prescribed by the director of revenue and finance 
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1 on or before the last day of the ninth month after the death 
2 of the decedent. When an inheritance tax return is filed, the 

3 department shall examine it and determine the correct amount 

4 of tax. If the amount paid is less than the correct amount 

5 due, the department shall notify the taxpayer of the total 

6 amount due together with any penalty and interest which shall 

7 be a sum certain if paid on or before the last day of the 

8 month in which the notice is ~es~markec dated, or on or before 

9 the last day of the following month if the notice is 
10 ~es~markec dated after the twentieth day of a month and before 
11 the first day of the following month. 
12 3. If the amount paid is greater than the correct tax, 

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

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

15 in effect under section 421.7, under the rules prescribed by 
16 the director counting each fraction of a month as an entire 

17 month and the interest shall begin to accrue on the first day 
18 of the second calendar month following the date of payment or 
19 on the date the return was due to be filed or was filed, 

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

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

22 with the department within three years after the tax payment 
23 upon which a refund or credit is claimed became due, or one 
24 year after the tax payment was made, whichever time is later. 
25 A determination by the department of the amount of tax, 

26 penalty, and interest due, or the amount of refund for excess 
27 tax paid, is final unless the person aggrieved by the 

28 determination appeals to the director for a revision of the 

29 determination within sixty days from the ~os~mark date of the 

30 notice of determination of tax, penalty, and interest due or 

31 refund owing or unless the taxpayer contests the determination 

32 by paying the tax, interest, and penalty and timely filing a 

33 claim for refund. The director shall grant a hearing, and 

34 upon the hearing the director shall determine the correct tax, 
35 penalty, and interest or refund due, and notify the appellant 
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l of the decision by mail. The decision of the director is 

2 final unless the appellant seeks judicial review of the 

3 director's decision under section 450.59 within sixty days 

4 after the posemark date of the notice of the director's 

5 decision. 

6 Sec. 42. Section 451.12, Code 1997, is amended to read as 

7 follows: 
8 451.12 APPLICABLE STATUTES -- PENALTIES. 

9 All the provisions of chapter 450 with respect to the lien 

10 provisions of section 450.7, and the determination, 

11 imposition, paymentL and collection of the tax imposed under 

12 that chapter, including penalty and interest upon delinquent 

13 taxes and the confidentiality of the tax return, are 

14 applicable to this chapter, except as they are in conflict 

15 with this chapter. The exceptions to the lien provisions 

16 found in section 450.7 do not apply to this chapter. The 

~17 penalty provisions set out in section 450.53 shall apply to a 
18 person in possession of assets to be reported for purposes of 

19 taxation who willfully makes a false or fraudulent return or 

20 willfully fails to pay the tax, supply the information, make, 

21 sign, or file the required return within the time required by 
22 law or a person who willfully attempts in any manner to evade 

23 taxes imposed by this chapter or avoid payment of the tax. 

24 The director of revenue and finance shall adopt rules 
25 necessary for the enforcement of this chapter. 
26 Sec. 43. Section 452A.2, subsection 11, Code 1997, is 
27 amended to read as follows: 
28 11. "Exporter" means a person or other entity who acquires 
29 fuel in this state exei~s~Yeiy for export to another state. 

30 Sec. 44. section 452A.2, subsection 17, paragraph a, Code 
31 1997, is amended to read as follows: 

32 a. All products commonly or commercially known or sold as 

33 gasolineL fincluding casinghead and absorption or natural 
4 gasolinetL regardless of their classifications or uses, and 
5 including transmix which serves as a buffer between fuel 
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1 products in the pipeline distribution process. 

2 Sec. 45. Section 452A.8, subsection 1, unnumbered 

3 paragraph 1, Code 1997, is amended to read as follows: 

4 For the purpose of determining the amount of the 

5 supplier's, restrictive supplier's, or importer's tax 

6 liability, a supplier or restrictive supplier shall file a 
7 return, not later than the last day of the month following the 

8 month in which this division becomes effective and not later 

9 than the last day of each calendar month thereafter, and an 

10 importer shall file a ~e~~t return semi-monthly with the 

11 department, signed under penalty for false certification. For 

12 an importer for the reporting period from the first day of the 

13 month through the fifteenth of the month, the ~epo~t return is 

14 due on the last day of the month. For an importer for the 

15 reporting period from the sixteenth of the month through the 

16 last day of the month, the re~rt return is due on the 
17 fifteenth day of the following month. The reports returns 

18 shall include the following: 
19 Sec. 46. Section 452A.8, subsection 2, unnumbered 

20 paragraph 1, Code 1997, is amended to read as follows: 

21 At the time of filing a report return, a supplier or 

22 restrictive supplier shall pay to the department the full 
23 amount of the fuel tax due for the preceding calendar month. 
24 An importer shall pay to the department the full amount of 
25 fuel tax due for the preceding semimonthly period. The tax 
26 shall be computed as follows: 
27 Sec. 47. Section 452A.8, subsection 2, paragraph d, Code 

28 1997, is amended to read as follows: 
29 d. The director may require by rule that reports returns 

30 be filed by electronic transmission. 

31 Sec. 48. Section 452A.8, subsection 3, Code 1997, is 

32 amended to read as follows: 
33 3. For the purpose of determining the amount of the tax 
34 liability on alcohol blended to produce ethanol blended 
35 gasoline, each licensed blender shall, not later than the last 
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1 day of each month following the month in which the blending is 

2 done, file with the department a monthly ~epert return, signed 

3 under penalty for false certificate, containing information 

4 required by rules adopted by the director. 

5 Sec. 49. Section 452A.9, Code 1997, is amended to read as 

6 follows: 

7 452A.9 REPeR~ RETURN FROM PERSONS NOT LICENSED AS 
8 SUPPLIERS, RESTRICTIVE SUPPLIERS, OR IMPORTERS. 

9 Every person other than a licensed supplier, restrictive 

10 supplier, or importer, who purchases, brings into this state, 

11 or otherwise acquires within this state motor fuel or undyed 

12 special fuel, not otherwise exempted, which the person has 

13 knowingly not paid or incurred liability to pay either to a 

14 licensee or to a dealer the motor fuel or special fuel tax, 

15 shall be subject to the provisions of this division that apply 

16 to suppliers, restrictive suppliers, and importers of motor 

17 fuel or undyed special fuel and shall make file the same 
18 reperts returns and make the same tax payments and be subject 

19 to the same penalties for delinquent repe~t~ftg-er-fteft~epertiftg 

20 filing or nonfiling or delinquent payment or nonpayment as 

21 apply to suppliers, restrictive suppliers, and importers. 

22 Sec. 50. Section 452A.15, subsection 3, Code 1997, is 

23 amended to read as follows: 

24 3. The reports required in this section shall be for 
25 information purposes only and the department may in its 
26 discretion waive the filing of any of these reports not 
27 necessary for proper administration of this division. The 
28 reports required in this section shall be certified under 

29 penalty for false certificate and filed with the department 
30 within the time allowed for filing of suppliers' and 
31 restrictive suppliers' reperts returns of motor fuel or 

32 special fuel withdrawn from a terminal within this state or 

33 imported into this state. 

34 Sec. 51. Section 452A.l7, subsection 1, paragraph a, 
35 subparagraph (4), Code Supplement 1997, is amended to read as 

-24-



S.F. ------- H.F. 

1 follows: 

2 (4) Fuel used in unlicensed vehicles, stationary engines, 

3 a~d implements used in agricultural production, and machinery 

4 and eguipment used for nonhighway purposes. 

5 Sec. 52. Section 452A.l7, subsection 1, paragraph b, 

6 subparagraphs (4) and (5), Code Supplement 1997, are amended 

7 to read as follows: 
8 (4) The claim shall state the gallonage of motor fuel or 

9 Hndyed-~pee±ai-£He± that was used or will be used by the 

10 claimant other than in aircraft, watercraft, or to propel 

11 motor vehicles and the gallonage of undyed special fuel that 

12 was or will be used by the claimant other than in aircraft or 

13 to propel motor vehicles, the manner in which the motor fuel 

14 or undyed special fuel was used or will be used, and the 

15 equipment in which it was used or will be used. 

16 (5) The claim shall state whether the claimant used fuel 

17 for aircraft, watercraft, or to propel motor vehicles from the 

18 same tanks or receptacles in which the claimant kept the motor 

19 fuel or-Hndyed-~pee±ai-~Mei on which the refund is claimed ~ 

20 whether the claimant used fuel for aircraft or to propel motor 

21 vehicles from the same tanks or receptacles in which the 

22 claimant kept the undyed special fuel on which the refund is 
23 claimed. 
24 Sec. 53. Section 452A.l7, subsection 2, Code Supplement 
25 1997, is amended to read as follows: 
26 2. In lieu of the refund provided in this section, a 
27 person may receive an income tax credit as provided in chapter 
28 422, division IX, but only as to motor fuel or-Mndyed-~pee±ai 

29 fHei not used in motor vehicles, aircraft, or watercraft or as 
30 to undyed special fuel not used in motor vehicles or aircraft. 

31 Sec. 54. Section 452A.17, subsection 3, paragraph b, Code 

32 Supplement 1997, is amended to read as follows: 

33 b. A refund shall not be paid with respect to any motor 
34 fuel or-tlndyed-~pee±ai-ftlei taken out of this state in supply 
35 tanks of watercraft, aircraft, or motor vehicles or with 
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1 respect to any undyed special fuel taken out of this state in 

2 supply tanks of aircraft or motor vehicles. 

3 Sec. 55. Section 452A.l7, subsection 3, paragraph c, Code 

4 Supplement 1997, is amended by striking the paragraph. 

5 Sec. 56. Section 452A.21, unnumbered paragraph 1, Code 

6 1997, is amended to read as follows: 
7 Persons not licensed under this division who blend motor 

8 fuel and alcohol to produce ethanol blended gasoline may file 

9 for a refund for the difference between taxes paid on the 

10 motor fuel purchased to produce ethanol blended gasoline and 

11 the tax due on the ethanol blended gasoline blended. If, 

12 during any month, a person licensed under this division uses 

13 tax paid motor fuel to blend ethanol blended gasoline and the 

14 refund otherwise due under this section is greater than the 

15 licensee's total tax liability for that month, the licensee is 
16 entitled to a credit. The claim for credit shall be filed as 

17 part of the ~e~o~t return required by section 452A.8. 
18 Sec. 57. NEW SECTION. 452A.22 TAX COLLECTED ON EXEMPT 

19 FUEL. 
20 If an amount of tax represented by a licensee to a 

21 purchaser as constituting tax due is computed upon gallonage 

22 that is not taxable or the amount represented is in excess of 

23 the actual amount of tax due and the amount represented is 

24 actually paid by the purchaser to the licensee, the excess 
25 amount of tax paid shall be returned to the purchaser by the 
26 licensee. If the licensee fails to return the excess tax paid 
27 to the purchaser, the amount which the purchaser has paid to 

28 the licensee shall be remitted by the licensee to the 

29 department. 
30 Sec. 58. Section 452A.60, unnumbered paragraph 1, Code 
31 1997, is amended to read as follows: 
32 The department of revenue and finance or the state 

33 department of transportation shall prescribe and furnish all 
34 forms, as applicable, upon which reports, returns, and 
35 applications shall be made and claims for refund presented 

-26-



S.F. -------- H.F. 

1 under this chapter and may prescribe forms of record to be 

2 kept by suppliers, restrictive suppliers, importers, 

3 exporters, blenders, common carriers, contract carriers, 

4 licensed compressed natural gas and liquefied petroleum gas 

5 dealers and users, terminal operators, and interstate 

6 commercial motor vehicle operators. 

7 Sec. 59. Section 452A.61, Code 1997, is amended to read as 

8 follows: 

9 452A.61 TIMELY FILING OF REPORTS AND RETURNS -- EXTENSION. 

10 The reports, returns, and remittances required under this 

11 chapter shall be deemed filed within the required time if 

12 postpaid, properly addressed and postmarked on or before 

13 midnight of the day on which due and payable. If the final 

14 filing date falls on a Saturday, Sunday or legal holiday the 
15 next secular or business day shall be the final filing date. 

16 The department of revenue and finance or the state 

17 department of transportation upon application may grant a 

18 reasonable extension of time for the filing of any required 

19 report, return, or tax payment,-er-both. 
20 Sec. 60. Section 452A.63, Code 1997, is amended to read as 

21 follows: 

22 452A.63 INFORMATION CONFIDENTIAL. 
23 All information obtained by the department of revenue and 
24 finance or the state department of transportation from the 
25 examining of reports, returns, or records required to be filed 
26 or kept under this chapter shall be treated as confidential 

27 and shall not be divulged except to other state officers, a 

28 member or members of the general assembly, or any duly 
29 appointed committee of either or both houses of the general 

30 assembly, or to a representative of the state having some 
31 responsibility in connection with the collection of the taxes 

32 imposed or in proceedings brought under the-preY±~±e~~-ef this 

33 chapter. The appropriate state agency may make available to 
34 the public on or before forty-five days following the last day 
35 of the month in which the tax is required to be paid, the 
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l names of suppliers, restrictive suppliers, and importers and 

2 as to each of them the total gallons of motor fuel, undyed 

3 special fuel, and ethanol-blended gasoline withdrawn from 

4 terminals or imported into the state during that month. The 

5 department of revenue and finance or the state department of 

6 transportation, upon request of officials entrusted with 

7 enforcement of the motor vehicle fuel tax laws of the federal 
8 government or any other state, may forward to s~eh these 

9 officials any pertinent information which the appropriate 

10 state agency may have relative to motor fuel and special fuel 

11 provided the officials of the other state furnish like 

12 information. 

13 Any person violating the-provisio"s-of this section, and 

14 disclosing the contents of any records, returns, or reports 

15 required to be kept or made under the-provisie"s-ef this 
16 chapter, except as otherwise provided, shall be guilty of a 

17 simple misdemeanor. 
18 Sec. 61. Section 452A.67, Code 1997, is amended to read as 

19 follows: 

20 452A.67 LIMITATION ON COLLECTION PROCEEDINGS. 

21 The department shall examine the return and enforce 
22 collection of any amount of tax, penalty, fine, or interest 

23 over and above the amount shown to be due by reports the 
24 return filed by a licensee as soon as practicable but no later 

25 than three years after the return is filed. An assessment 
26 shall not be made covering a period beyond three years after 
27 the return is filed except that the period for the examination 
28 and determination of the correct amount of tax is unlimited in 
29 the case of a false or fraudulent return made with the intent 

30 to evade tax or in the case of a failure to file a return. 
31 Sec. 62. Section 452A.68, unnumbered paragraph 1, Code 
32 1997, is amended to read as follows: 

33 If a licensee files a false report return of the data or 
34 information required by this chapter, or fails, refuses, or 

35 neglects to file a report return required by this chapter, or 

-28-



S.F. H. F. 

1 to pay the full amount of fuel tax as required by this 

2 chapter, or is substantially delinquent in paying a tax due, 

3 owing, and administered by the department of revenue and 

4 finance, and interest and penalty if appropriate, or if the 

5 person is a corporation and if any officer having a 

6 substantial legal or equitable interest in the ownership of 
7 the corporation owes any delinquent tax of the licensee 

8 corporation, or interest or penalty on the tax, administered 

9 by the department, then after ten days' written notice by mail 

10 directed to the last known address of the licensee setting a 

11 time and place at which the licensee may appear and show cause 

12 why the license should not be canceled, and if the licensee 

13 fails to appear or if upon the hearing it is shown that the 

14 licensee failed to correctly report or pay the tax, the 

15 appropriate state agency may cancel the license and shall 
16 notify the licensee of the cancellation by mail to the 

17 licensee's last known address. 

18 Sec. 63. Section 452A.74A, subsection 7, Code 1997, is 

19 amended to read as follows: 
20 7. FALSE OR FRAUDULENT REPORT OR RETURN. Any person, 
21 including an officer of a corporation or a manager of a 

22 limited liability company, who is required to make, render, 

23 sign, or verify any report or return required by this chapter 
24 and who makes a false or fraudulent report or return, or who 

25 fails to file a report or return with the intent to evade the 
26 tax, shall be guilty of a fraudulent practice. Any person who 
27 aids, abets, or assists another person in making any false or 

28 fraudulent report or return or false statement in any report 
29 or return with the intent to evade payment of tax shall be 

fraudulent practice. 30 guilty of a 
31 Sec. 64. Section 452A.86, Code 1997, is amended to read as 

32 follows: 

33 452A.86 METHOD OF DETERMINING GALLONAGE. 
34 The exclusive method of determining gallonage of any 
35 purchases or sales of motor fuel, undyed special fuel, 
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1 compressed natural gas, or liquefied petroleum gas as defined 

2 in this chapter and distillate fuels shall be on a gross 

3 volume basis. A temperature-adjusted or other method shall 

4 not be used, except as it applies to liquefied petroleum gas 

5 and the sale or exchange of petroleum products between 

6 petroleum refiners. All invoices, bills of lading, or other 

7 records of sale or purchase and all ~epo~ts returns or records 

8 required to be made, kept, and maintained by a supplier, 
9 restrictive supplier, importer, exporter, blender, or 

10 compressed natural gas or liquefied petroleum gas dealer or 
11 user shall be made, kept, and maintained on the gross volume 

12 basis. For purposes of this section, "distillate fuels" means 

13 any fuel oil, gas oil, topped crude oil, or other petroleum 

14 oils derived by refining or processing crude oil or unfinished 

15 oils which have a boiling range at atmospheric pressure which 

16 falls completely or in part between five hundred fifty and 

17 twelve hundred degrees Fahrenheit. 

18 Sec. 65. Section 453A.6, subsection 3, Code 1997, is 

19 amended to read as follows: 
20 3. Payment of stteh the tax shall be evidenced by stamps 
21 purchased from the department by a distributor or manufacturer 
22 and securely affixed to each individual package of cigarettes 

23 in amounts equal to the tax the~eoft as imposed by this 

24 chapter, or by the impressing of an indicium upon individual 
25 packages of cigarettes, under regulations prescribed by the 

26 director. 
27 Sec. 66. Section 453A.6, Code 1997, is amended by adding 
28 the following new subsections: 
29 NEW SUBSECTION. 4. Any other person who purchases or is 

30 in possession of unstamped cigarettes shall pay the tax 
31 directly to the department. 
32 NEW SUBSECTION. 5. The per cigarette amount of the tax 

33 shall be added to the selling price of every package of 

cigarettes sold in this state and shall be collected from the 

5 purchaser so that the ultimate consumer bears the burden of 
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l the tax. 

2 Sec. 67. Section 453A.8, subsection 1, Code 1997, is 

3 amended to read as follows: 

4 l. Stamps shall be sold by and purchased from the 

5 department. The department shall sell stamps to the holder of 

6 a state distributor's or manufacturer's permit which has not 

7 been revoked and to no other person. Stamps shall be sold to 

8 the permit holders at a discount of two percent of the face 
9 value. Stamps shall be sold in ~nb~oken-boo~~-o£-one-thoasand 

10 ~tamp~, unbroken rolls of thirty thousand stamps; or unbroken 

11 lots of any other from form authorized by the director. 

12 Sec. 68. Section 453A.l5, subsections 1, 3, 4, and 6, Code 

13 1997, are amended to read as follows: 

14 1. The director may prescribe the forms necessary for the 

15 efficient administration of this division and may require 

16 uniform books and records to be used and kept by each permit 
17 holder or other person as deemed necessary. The director may 

18 also require each permit holder or other person to keep and 
19 retain in the director's possession evidence on prescribed 

20 forms of all transactions involving the purchase and sale of 

21 cigarettes or the purchase and use of stamps. The evidence 
22 shall be kept for a period of two years from the date of each 
23 transaction, for the inspection at all times by the 
24 department. 

25 3. The director may by regulation require every holder of 

26 a manufacturer's or state permit or other person to make and 
27 deliver to the department on or before the tenth day of each 
28 month a report or reports for the preceding calendar month, 
29 upon a form or forms prescribed by the director, and may 

30 require that saeh the reports shall be properly sworn to and 
31 executed by the permit holder or the holder's duly authorized 

32 representative or other person. 

33 4. Every permit holder or other person shall, when 

34 requested by the department, make s~eh additional reports as 

35 the department deems necessary and proper and shall at the 
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1 request of the department furnish full and complete 

2 information pertaining to any transaction of the permit holder 

3 or other person involving the purchase or sale or use of 

4 cigarettes or purchase of cigarette stamps. 

5 6. If any distributor, manufacturer, or other person fails 

6 or refuses to pay any tax, penalties, or cost of audit 

7 hereinafter provided, and it becomes necessary to bring suit 

8 or to intervene in any manner for the establishment or 

9 collection of said claims, in any judicial proceedings, any 

10 report filed in the office of the director by s~en the 

11 distributor, manufacturer, or other person, or the 

12 distributor's, manufacturer's, or other person's 

13 representative, or a copy thereof, certified to by the 

14 director, showing the number of cigarettes sold by s~en the 

15 distributorL or the distributor's representative, ~ 

16 manufacturer, or the other person, upon which stten ~ tax, 

17 penalty, or cost of audit has not been paid, or any audit made 

18 by the department from the books or records of saia the 

19 distributor, manufacturer, or other person when signed and 

20 sworn to by the agent of the department making the audit as 

21 being made from the records of saia the distributorL 

22 manufacturer, or other person from or to whom stten the 

23 distributor, manufacturer, or other person has bought, 

24 received, or delivered cigarettes, whether from a 

25 transportation company or otherwise, such report or audit 

26 shall be admissible in evidence in such proceedings and shall 

27 be prima facie evidence of the contents thereof7-~ro•ided7 

28 ~owe•er7-that. However, the incorrectness of said the report 

29 or audit may be shown. 

30 Sec. 69. Section 453A.l6, Code 1997, is amended to read as 

31 follows: 

32 453A.l6 MANUFACTURER'S PERMIT. 

33 The department may, upon application of any manufacturer, 

34 issue without charge to s~eh the manufacturer a manufacturer's 

35 permit. Stten The application shall contain s~en information 
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l as the director shall prescribe. The holder of stteh ~ 

2 manufacturer's permit sha~~-be is authorized to purchase 

3 stamps from the department, and eo must affix stteh stamps to 

4 individual packages of cigarettes outside of this state, prior 

5 to their shipment into the state unless the cigarettes are 

6 shipped to an Iowa permitted distributor or an Iowa permitted 

7 distributor's agent. 

8 Sec. 70. Section 453A.28, Code 1997, is amended to read as 

9 follows: 
10 453A.28 ASSESSMENT OF TAX BY DEPARTMENT -- INTEREST --

11 PENALTY. 

12 If after any audit, examination of records, or other 

13 investigation the department finds that any person has sold 

14 cigarettes without stamps affixed ehe~eto or that any person 

15 responsible for paying the tax has not done so as required by 

16 this division, the department shall fix and determine the 

17 amount of tax due, and shall assess the tax against the 

18 person, together with a penalty as provided in section 421.27. 

19 The taxpayer shall pay interest on the tax or additional tax 
20 at the rate determined under section 421.7 counting each 
21 fraction of a month as an entire month, computed from the date 

22 the tax was due. If any person fails to furnish evidence 
23 satisfactory to the director showing purchases of sufficient 
24 stamps to stamp unstamped cigarettes purchased by the person, 

25 the presumption shall be that the cigarettes were sold without 

26 the proper stamps affixed ehe~eeo. Within two years after the 

27 ~ettt~n report is filed or within two years after the ~etttrn 
28 report became due, whichever is later, the department shall 
29 examine the rettt~n report and determine the correct amount of 
30 tax. The period for examination and determination of the 

31 correct amount of tax is unlimited in the case of a false or 
32 fraudulent report made with the intent to evade tax, or in the 

33 case of a failure to file a report, or if a person purchases 

34 or is in possession of unstamped cigarettes. 
35 Sec. 71. Section 453A.29, Code 1997, is amended to read as 
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1 follows: 

2 453A.29 NOTICE AND APPEAL. 

3 The department shall notify any person assessed pursuant to 
4 section 453A.28 by sending a written notice of the 

5 determination by mail to the principal place of business of 

6 the person as shown on the person's application for permit, 

7 and if an application was not filed by the person, to the 

8 person's last known address. A determination by the 

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

10 the amount of refund for excess tax paid, is final, unless the 

ll person aggrieved by the determination appeals to the director 

12 for a revision of the determination within sixty days from the 

13 postma~k date of the notice of determination of tax, penalty, 

14 and interest or refund owing or unless the taxpayer contests 

15 the 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 appellant of the decision by mail. Judicial review of 

20 action of the director may be sought in accordance with the 
21 Iowa administrative procedure Act and section 422.29. 
22 Sec. 72. Section 453A.31, Code 1997, is amended by 
23 striking the section and inserting in lieu thereof the 
24 following: 

25 453A.31 CIVIL PENALTY FOR CERTAIN VIOLATIONS. 
26 If a permit holder fails to keep any of the records 

27 required to be kept by the provisions of this division, or 

28 sells cigarettes upon which a tax is required to be paid by 
29 this division without at the time having a valid permit, or if 
30 a distributor, wholesaler, manufacturer, or distributing agent 
31 fails to make reports to the department as required, or makes 
32 a false or incomplete report to the department, or if a 
33 distributing agent stores unstamped cigarettes in the state or 

34 distributes or delivers unstamped cigarettes within this state 

35 without at the time of storage or delivery having a valid 
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1 permit, or if a person purchases or is in possession of 

2 unstamped cigarettes, or if a person affected by this division 

3 fails or refuses to abide by any of its provisions or the 

4 rules adopted under this division, the person is civilly 

5 liable to the state for a penalty as follows: 

6 1. For possession of unstamped cigarettes: 

7 a. A two hundred dollar penalty for the first violation if 

8 a person is in possession of more than forty but not more than 

9 four hundred unstamped cigarettes. 

10 b. A five hundred dollar penalty for the first violation 

11 if a person is in possession of more than four hundred but not 

12 more than two thousand unstamped cigarettes. 

13 c. A one thousand dollar penalty for the first violation 

14 if a person is in possession of more than two thousand 

15 unstamped cigarettes. 
16 d. For a second violation within two years of the first 

17 violation, the penalty is four hundred dollars if a person is 

18 in possession of more than forty but not more than four 

19 hundred unstamped cigarettes; one thousand dollars if a person 

20 is in possession of more than four hundred but not more than 
21 two thousand unstamped cigarettes; and two thousand dollars if 
22 a person is in possession of more than two thousand unstamped 

23 cigarettes. 
24 e. For a third or subsequent violation within two years of 

25 the first violation, the penalty is six hundred dollars if a 

26 person is in possession of more than forty but not more than 

27 four hundred unstamped cigarettes; one thousand five hundred 
28 dollars if a person is in possession of more than four hundred 
29 but not more than two thousand unstamped cigarettes; and three 
30 thousand dollars if a person is in possession of more than two 
31 thousand unstamped cigarettes. 

32 2. For all other violations of this section: 
33 a. A two hundred dollar penalty for the first violation. 
34 b. A five hundred dollar penalty for a second violation 

35 within two years of the first violation. 
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1 c. A thousand dollar penalty for a third or subsequent 

2 violation within two years of the first violation. 
3 The penalty imposed under this section shall be assessed 

4 and collected pursuant to section 453A.28 and is in addition 

5 to the tax, penalty, and interest imposed in that section. 

6 Sec. 73. Section 453A.45, subsections 2, 3, and 4, Code 

7 1997, are amended to read as follows: 

8 2. Every person who sells tobacco products to persons 

9 other than the ultimate consumer shall render with each sale 

10 itemized invoices showing the seller's name and address, the 
11 purchaser's name and address, the date of sale, and all prices 
12 and discounts. The person shall preserve legible copies of 

13 all such invoices for one-year two years from the date of 

14 sale. 
15 3. Every retailer and subjobber shall procure itemized 
16 invoices of all tobacco products purchased. The invoices 

17 shall show the name and address of the seller and the date of 

18 purchase. The retailer and subjobber shall preserve a legible 
19 copy of each such invoice for one-year two years from the date 

20 of purchase. Invoices shall be available for inspection by 
21 the director or the director's authorized agents or employees 

22 at the retailer's 

23 4. Records of 

or subjobber's place of business. 

all deliveries or shipments of tobacco 

24 products from any public warehouse of first destination in 
25 this state which is subject to the provisions of and licensed 
26 under chapter 554 shall be kept by the warehouse and be 

27 available to the director for inspection. They shall show the 
28 name and address of the consignee, the date, the quantity of 

29 tobacco products delivered, and such other information as the 
30 commissioner may require. These records shall be preserved 
31 for one-year two years from the date of delivery of the 

32 tobacco products. 
33 Sec. 74. Section 453A.46, subsection 4, Code 1997, is 

34 amended to read as follows: 
35 4. The department shall notify any person assessed 
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1 pursuant to this section by sending a written notice of the 

2 determination by mail to the principal place of business of 

3 the person as shown on the person's application for permit, 

4 and if an application was not filed by the person, to the 

5 person's last known 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 final, unless the 

8 person aggrieved by the determination appeals to the director 

9 for a revision of the determination within sixty days from the 

10 ~e~tm~rk date of the notice of determination of tax, penalty, 
11 and interest or refund owing or unless the taxpayer contests 

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

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

15 correct tax, penalty, and interest or refund due and notify 

16 the appellant of the decision by mail. Judicial review of 

17 action of the director may be sought in accordance with 
18 chapter l7A and section 422.29. 

19 Sec. 75. Section 602.8102, subsection 59, Code 1997, is 
20 amended by striking the subsection. 

21 Sec. 76. Section 633.272, Code 1997, is amended to read as 
22 follows: 

23 633.272 PARTIAL INTESTACY. 
24 If part but not all of the estate of a decedent is validly 

25 disposed of by will, the part not disposed of by will shall be 
26 distributed as provided herein for intestate estates. If the 

27 testator left a surviving spouse, and the spouse does not 
28 elect to take against the will, the spouse shall receive, in 
29 addition to the property given to the spouse by the will, ali 

30 ef-ehe-~nte~tate-properey-wh~eh-~haii-be-~Hb;eee-eo-ehe 

31 p~ymene-ef-ie~-~roportionaee-~hare-or-debt~-and-ehar~e~ 

32 ~gain~e-the-e~tate the amount of intestate property set forth 
33 in section 633.211 or 633.212. 

34 Sec. 77. Section 422.90, Code 1997, is repealed. 

35 Sec. 78. Section 450.92, Code 1997, is repealed. 
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1 Sec. 79. DIRECTIONS TO CODE EDITOR. The Iowa Code editor 

2 shall transfer sections 427.3 through 427.7 to chapter 426A 
3 and change internal references as necessary. 
4 Sec. 80. EFFECTIVE AND APPLICABILITY DATES. 

5 1. Section 7 of this Act, amending section 422.13, 

6 subsection 5, applies retroactively to January 1, 1998, for 

7 tax years beginning on or after that date. 

8 2. Section 9 of this Act, amending section 422.23, 

9 unnumbered paragraph 2, applies retroactively to January 1, 

10 1997, for tax years beginning on or after that date. 

11 3. Sections 37 through 42 and section 78 of this Act, 

12 amending chapters 450 and 451, take effect July 1, 1998, for 
13 estates of decedents dying on or after that date. 

14 4. This Act, being deemed of immediate importance, takes 
15 effect upon enactment. 

16 EXPLANATION 
17 The bill amends various provisions of state tax law. The 

18 amendments that are not just eliminating obsolete provisions 

19 are as follows: 

20 Code section 421.1 is amended to delete the requirement 
21 that the state board of tax review meet six times a year and 
22 now provides that the state board meet as necessary. 

23 Code section 421.17 is amended to provide, as part of the 
24 centralized debt collection system, that the department of 
25 revenue and finance is to notify a debtor of the clerk of 

26 court's right to all or a portion of any payment due the 
27 debtor from any state agency. 

28 Code section 421.18 is amended to provide that not only 

29 public officers need to give the director information to 
30 assist in tax administration but employees and local 
31 governments need to also provide the information. 
32 Code section 421.40 is amended to provide that departments 
33 may enter into contracts for goods and services and pay 

34 interest on payment terms of less than 60 days. 

35 Code section 422.13 is amended to remove the requirement 
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1 that taxpayers need to get permission to file a composite 

2 return and provides that limited liability companies may join 

3 the filing of a composite return. 

4 Code section 422.16 is amended to provide, that at the 

5 discretion of the director, withholding agents need not send 

6 wage and tax statements with the annual report if the 

7 information is available from other sources such as the 

8 internal revenue service or other state or federal agencies. 

9 Code sections 422.23 and 602.8102(59), are amended to 

10 strike the requirement that provides that personal 

11 representatives of an estate can apply to the district court 

12 to determine initially whether the estate is subject to Iowa 

13 income tax. 

14 Code sections 422.25, 422.47(4), 424.10, 429.2(1), 

15 450.94(2), 450.94(3), 453A.29, and 453A.46(4) are amended to 

16 provide that the 30-or 60-day appeal period, as applicable, 

17 commences on the date of the notice. Presently, the appeal 

18 period commences on the postmark date of the notice. 

19 Code section 422.25(3) is amended to provide that when a 

20 taxpayer has paid 90 percent of the final tax liability by the 

21 original due date and files the return sometime in the six-
22 month extended period after the original due date, interest on 

23 an overpayment of tax on the return starts to accrue two 

24 months after the end of the six-month extended period. 

25 Code section 422.33(1) is amended to remove the provision 

26 that imposes the Iowa corporate income tax upon a corporation 

27 whose legal domicile (place where the corporation was created) 

28 is in Iowa and instead provides it on all corporations doing 

29 business in Iowa. 

30 Code sections 422.33(2) is amended to provide that an Iowa-

31 based corporation whose only activity outside Iowa is the 

32 ownership of intangible assets that have acquired a business 

33 situs outside Iowa may apportion its income to determine the 

34 portion of its income which is subject to Iowa income tax. 

35 Code sections 422.42(6), 422.42(18), and 422.45(46) are 
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1 amended to make the exemption from Iowa sales tax for services 

2 performed on tangible property delivered into interstate 

3 commerce the same as the exemption from Iowa sales tax on 

4 tangible personal property delivered to a point outside of 
5 Iowa. 

6 Code section 422.45(7) is amended to provide that 

7 governmental units, nonprofit educational institutions, and 

8 nonprofit private museums have one year instead of six months 

9 from final payment to apply for a refund of sales or use tax 

10 paid by a contractor on materials used in the performance of a 
11 construction contract. 

12 Code section 422.47, which relates to the use of sales tax 

13 exemption certificates, is amended to provide that an 

14 exemption certificate may be used to substantiate the sale of 
15 nontaxable items as well as sales made to persons holding a 

16 direct pay permit. Current law only provides for exemption 

17 certificates for materials purchased for resale or use in 
18 processing. 

19 Code section 422.50 is amended to provide that retailers 
20 are required to keep records on the gross receipts from the 

21 sale of services as well as the sale of tangible personal 
22 property. 

23 Code section 422.60(1) is amended to allow the department 
24 to impose the franchise tax on financial institutions doing 
25 business in this state as corporations rather than as 
26 financial institutions. 

27 Code section 422.68(4) is amended to allow the department 
28 to use new technologies to preserve records as required by 
29 law. 

30 Code section 422.72(1) is amended to make it unlawful to 

31 willfully inspect returns for any reason other than as 
32 authorized by the director of revenue and finance. The 
33 penalty is a serious misdemeanor. 
34 Code section 422.90 is repealed. The section stated that 
35 the penalty imposed for underpayment of estimated tax is not 
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1 subject to waiver for reasonable cause. 

2 Code section 422.110 is amended to provide that an income 

3 tax credit in lieu of a full tax refund is not available for 

4 credit relating to casualty loss, transport diversions, 

5 pumping credits, blending errors, idle time, power takeoffs, 

6 reefer units, and exports by eligible purchasers. However, a 

7 refund remains available if a refund permit is obtained from 

8 the department. 

9 Code section 422.111 is amended to provide that a refund is 

10 only available for undyed special fuel since no tax is imposed 

11 on dyed special fuel. 

12 Code section 422B.l0(2) is amended to provide that if an 

13 overpayment has been made to a local jurisdiction for local 

14 option sales tax during the previous fiscal year, the November 

15 payment must reflect the adjustment. 

16 Code section 4220.3 is amended to move a local income 

17 surtax fund from the state treasurer's office to the 

18 department of revenue and finance. 

19 Code section 427.1(14) is amended to move the sign-up date 

20 from July 1 to April 15 for claiming a property tax exemption 

21 by war veterans organizations and religious, literary, and 

22 charitable societies. This would allow the taxpayer to appeal 

23 the assessment to the board of review prior to its adjournment 
24 if the claim is denied. 

25 Code section 427.1(24) is amended to provide a February 1 

26 deadline for certifying eligibility for the wildlife habitat 

27 property tax exemption. Other property tax credit and 

28 exemptions provide specific certification deadlines. 

29 Code sections 427.3 through 427.7 are to be transferred to 

30 Code chapter 426A by the Iowa Code editor so that all 

31 provisions pertaining to the military service property tax 

32 exemption appear in the same chapter. 

33 Code section 428.1 is amended to provide that the listing 

34 contained in section 428.1, subsections 1 through 5, does not 

35 encompass all situations where a person is required to list 
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1 property for the assessor. 

2 Code section 450.4(5) is amended to provide that the 

3 exemption from Iowa inheritance tax does not apply to 

4 installment payments received by a nonresident beneficiary 

5 under an annuity which was purchased under an employee pension 

6 or retirement plan, that are includable as net income under 

7 Code section 422.7, but exempt from Iowa income tax under Code 

8 section 422.8(2). 
9 Code section 450.20 is amended to specify that the 

10 department must keep a separate record on any deferred estate 

11 where the tax is not paid within 15 months from the date of 

12 death. 

13 Code section 450.22 is amended to provide that, in addition 

14 to the surviving spouse as already provided in this statute, 

15 when the estate does not have a federal estate tax obligation 
16 and all property of the estate is held in joint tenancy with 

17 the right of survivorship solely by the decedent and a lineal 

18 ascendant, child, stepchild, or lineal descendant, or any 

19 combination of these individuals, an Iowa inheritance tax 

20 return need not be filed. 

21 Code section 450.37 is amended to allow the department of 

22 revenue and finance to adjust previously accepted, submitted, 

23 appraised, or agreed upon values of real property if the new 
24 values have been accepted for federal estate tax purposes. 
25 Also, the personal representative for the estate may claim a 
26 refund of tax if the personal representative for the estate 

27 files a claim for refund within six months of the final 
28 disposition of any real property valuation matter. 

29 Code section 451.12 is amended to provide that a lien for 
30 Iowa estate tax could be made on those items listed as 

31 exemptions under Code section 450.7 for inheritance tax. 

32 Code section 452A.2(11) and (17) are amended to provide 
33 that a person need not export fuel exclusively to be 
34 considered an exporter and that transmix is taxed as motor 

35 vehicle fuel. Transmix is a product that is used as a buffer 
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1 between fuel types being transported through a pipeline. 

2 Code sections 452A.8, 452A.9, 452A.l5, 452A.21, 452A.60, 

3 452A.61, 452A.63, 452A.67, 452A.68, 452A.74A, and 452A.86 are 

4 amended to provide consistency in the motor vehicle fuel tax 

5 by changing the word "report" to "return". When the motor 

6 vehicle fuel tax chapters were amended to change the point of 

7 taxation during the 1995 Session of the General Assembly, 

8 these sections were not amended. 

9 Code section 452A.l7(l) is amended to provide that a fuel 

10 tax refund is available for machinery and equipment used for 

11 nonhighway purposes. 

12 Code section 452A.l7 is also amended to provide that 

13 records need to be kept relating to fuel used in watercraft 

14 and further to provide that no refund will be issued for 

15 undyed special fuel taken out of the state in the fuel supply 

16 tank of a vehicle. 

17 Code section 452A.22 is created to require a licensee who 

18 collects tax in error from a consumer to either return the tax 

19 to the consumer or remit it to the department. 

20 Code section 453A.6(3) is amended to list distributors and 

21 manufacturers as those who must stamp cigarettes. 

22 Code section 453A.6 is also amended by adding two new 

23 subsections. The first new subsection provides that any 
24 person who is in possession of unstamped cigarettes shall pay 

25 the tax directly to the department. The second new subsection 

26 provides that the tax shall be added to the selling price and 

27 collected from the purchasers so that the ultimate consumer 

28 bears the burden of the tax. 

29 Code section 453A.8(l) is amended to provide that the 

30 department is no longer required to sell cigarette stamps in 

31 unbroken books of 1,000 stamps. 

32 Code section 453A.l5 is amended to provide that any person 

33 who is not licensed must keep records, file reports, and pay 

34 the cigarette tax in the same manner as permit holders. 

35 Code section 453A.16 is amended to provide that 

-43-



S.F. H.F. 

1 manufacturers of cigarettes may only ship unstamped cigarettes 

2 into the state to licensed distributors or licensed 

3 distributors' agents. 

4 Code section 453A.28 is amended to provide that the two-

S year statute of limitations does not apply if a false or 

6 fraudulent report is made with the intent to evade tax, if a 
7 report is not filed, or if the person is in possession of 

8 unstamped cigarettes. In these instances, the statute of 

9 limitations is unlimited. 

10 Code section 453A.31 deals with a civil penalty for failure 

11 to keep records, selling cigarettes without a valid permit, 

12 making a false or incomplete report, or failing to abide with 

13 rules of the department. The present penalty is $50 for each 

14 offense, each violation is a separate offense, and the same 

15 violation is a separate offense for each day it continues. 

16 The amendment to the Code section strikes the $50-a-day 

17 penalty in lieu of a three-tiered civil penalty for the above 

18 offenses: $200 for the first offense; $500 for the second 

19 offense within two years; $1,000 for the third offense within 

20 two years and for subsequent offenses. 

21 A second three-tiered penalty for possession of unstamped 

22 cigarettes is provided. This penalty is based on the number 

23 of cigarettes 

24 Number of 
25 Cigarettes 

26 41-400 

27 

28 

29 

401-2,000 

2,001 or 

more 

in the person's possession. 

1st Violation 2nd Violation 
Within 2 Years Within 2 Years 

$200 $400 

$500 $1,000 

$1,000 $2,000 

Third 
Violation 

$600 
$1,500 

$3,000 

30 These penalties are no longer subject to mandatory waiver 

31 for reasonable cause. 

32 Code section 453A.45(2), (3), and (4) are amended to 

33 require persons who sell tobacco products to retain records 

34 for two years from the date of sale instead of the present 
35 one-year requirement. 
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l Code section 633.272 is amended to provide that, under 

2 partial intestacy, a surviving spouse is entitled to receive 

3 the amount of intestate property as provided in Code section 

4 633.211 or 633.212. 
5 The bill takes effect upon enactment and some provisions 

6 have different applicability date provisions than the 

7 effective date. 
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TO: 

FROM: 

DATE: 

RE: 

MEMBERS OF THE 1998 GENERAL ASSEMBLY 

IOWA DEPARTMENT OF REVENUE & FINANCE 

JANUARY 20, 1998 

THE DEPARTMENT'S BILL RELATING TO TECHNICAL CORRECTIONS 
TO THE IOWA CODE AND PROVIDING AN EFFECTIVE AND 
RETROACTIVE APPLICABILITY DATE 

The department's bill makes technical corrections and deletes obsolete sections of 
the Code and provides retroactive effective dates of January 1, 1998 for tax years 
beginning on or after that date for some of the amendments. 

Section 1 of the bill amends Code section 421.1 by deleting the requirement that the 
state board of tax review meet six times a year and now provides the state board meet 
as necessary. This amendment is being made because there have been numerous 
occasions when the board was required to meet but there were no cases to hear. 

Section 2 of the bill amends Code section 421.16 to clarify that all department 
employees, not just the deputy director, secretaries and assistants, are entitled to 
necessary expenses while traveling on business. 

Section 3 of the bill amends Code section 421.17(29) to provide as part of the 
centralized collection system the department is to notify a debtor of the clerk of the 
court's right to all or a portion of any payment due the debtor from any state agency. 

Section 4 of the bill amends Code section 421.18 to clarify that not only public officers 
need to give the director information to assist in tax administration likewise employees 
and local governments need to provide information. 

Section 5 of the bill amends section 421.40 and provides that departments may enter 
into contracts for goods and services and pay interest on payment terms of less than 60 
days. In the past vendors have not entered into contracts where it would have been 
financially beneficial to departments because interest on payments did not accrue until 
after 60 days. 



Section 6 of the bill amends section 422.5 by striking subsection 3 which refers to 
taxation of active duty pay prior to January 1, 1977 and subsection 11 which refers to 
income exclusion between January 1, 1992 but before January 1, 1993. 

Section 7 of the bill amends section 422.13 by removing the requirement that 
taxpayers need to get permission to file a composite return. Permission is nor required 
since the department reviews all these returns which are few in number. 

Section 8 of the bill amends Code section 422.16 to provide, at the discretion of the 
director, withholding agents need not send wage statements with the annual report if 
the information is available from other sources such as the Internal Revenue Service or 
other state or federal agencies. Much of the wage information is now available by 
electronic means. 

Section 9 of the bill amends Code section 422.23 by striking the second unnumbered 
paragraph which provides that personal representatives of an estate can apply to the 
district court to determine initially whether the estate is subject to Iowa income tax. This 
paragraph is in conflict with the Administrative Procedures Act which requires 
exhaustion of administrative remedies prior to seeking judicial review. 

Sections 10, 32, 36, 41, 71, and 7 4 amend the following Code sections: 422.25, 
424.10, 429.2, 450.94(3), 453A29 and 453A46 which all provide when the sixty day 
appeal period commences. Presently the sixty days commence on the postmark date 
of the notice. The amendment provides the sixty days commence on the date of the 
notice. The department retains a copy of the notice but does not record maling dates as 
they are sent by regular mail. The billing date is what is presently being used. 

Section 11 amends Code section 422.25(3) to provide that when a taxpayer has paid 
ninety percent of the final tax liability by the original due date and files the return 
sometime in the six-month extended period after the original due date, interest on an 
overpayment of tax on the return starts to accrue two months after the end of the 
six-month extended period. 

Section 12 amends Code section 422.33(1) to remove the provision that imposes the 
Iowa corporate income tax upon a corporation whose legal domicile (place where the 
corporation was created) is in Iowa. Such imposition seems to be contrary to the 
modern scope of state corporate income taxes which is to base the tax on corporate 
business activity or sources which are in the taxing state. 

Section 13 of the bill amends Code section 422.33 (2), introductory paragraph to 
clarify that an Iowa based corporation whose only activity outside Iowa is the ownership 
of intangible assets that have acquired a business situs outside Iowa may apportion its 
income to determine the portion of its income which is subject to Iowa income tax. 
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Sections 14, 15, and 18 amend Code sections 422.42(6), 422.42(18) and 422.45(46) 
to make the exemption from Iowa sales tax for services performed on tangible property 
delivered into interstate commerce the same as the exemption from Iowa sales tax on 
tangible personal property delivered outside of Iowa. 

Section 16 of the bill amends Code section 422.44 to remove an obsolete reference 
to cities and counties which are exempt under other sections of the Code. 

Section 17 of the bill amends Code section 422.45(7) which provides that 
governmental units, nonprofit educational institutions, and nonprofit private museums 
have one year instead of six months from final payment to apply for a refund of sales or 
use tax paid by a contractor on materials used in the performance of a construction 
contract. 

There are situations where the agency fails to file within the six months period, the 
department is required to deny the refund. The agency then appeals to the State 
Appeal Board who in turn grants the refund. Extending the period to file will eliminate 
paper work for the department and the agencies requesting the return. 

Sections 19, 20 and 21 make changes to various subsections of Code section 422.47 
relating to the use of sales tax exemption certificates. The amendments now provide 
the exemption certificate may be used to substantiate the sale of nontaxable items as 
well as sales made to persons holding a direct pay permit. Prior law only provided for 
exemption certificates for materials purchased for resale or use in processing. 

Section 22 of the bill amends Code section 422.50 to clarify that retailers are required 
to keep records on the gross receipts from the sale of services as well as the sale of 
tangible personal property. 

Section 23 of the bill amends Code sect1on 422.52 by eliminating obsolete language 
relating to securities held by the department for periods beginning July 1, 1991 and 
ending June 30, 1993. 

Section 24 of the bill amends Code section 422.60( 1) to allow the department to 
impose the franchise tax on financial institutions doing business in this state as 
corporations rather than financial institutions. 

Iowa Code section 422.60(1) imposes a franchise tax on financial institutions for 
privilege of doing business in Iowa as a financial institution. Currently there are 
non Iowa domiciled banks which receive rental income from leases of tangible personal 
property which is located in Iowa and is used in the conduct of Iowa businesses or 
receive interest from loans secured by Iowa real estate An organization must both 
take deposits and make loans in order to be considered a bank for bank regulatory 
purposes. Because these nondomiciled banks do not take deposits, but make loans 
and lease tangible personal property located in this state they do not fall within the 
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definition of a bank as contained in Iowa Code section 422.61 (1) and they are not 
doing business in this state as a financial institution. 

Also these banks are exempt from the Iowa corporation income tax by section 
422.34(1) as they are granted an exempt status under this section. 

Section 25 of the bill amends Code section 422.68(4) to clarify that the department 
can use new technologies to preserve records as required by law. 

Section 26 of the bill amends Code section 422. 72( 1) relating to release of 
confidential information. The new provision makes it unlawful to willfully inspect returns 
for personal reasons. (For IRS provisions this is classified as "employee browsing".) 

Section 27 of the bill amends Code section 422.110 relating income tax credit in lieu 
of refund for motor vehicle fuel tax. The amendment provides that an income tax credit 
is not available for credit relating to casualty loss, transport diversions, pumping credits. 
blending errors, idle time, power take offs, reefer units and exports by eligible 
purchaser. However, a refund is available through a refund permit. 

Sections 28 and 29 of the bill amend Code section 422.111 to clarify that a refund is 
only available for undyed special fuel as no tax is imposed on dyed special fuel and 
strikes obsolete language that applies to only years 1975 and 1976. 

Section 30 of the bill amends Code Supplement 1997, section 4228.1 0(2) to clarify 
that if there is an overpayment made to the local jurisdiction for local option sales tax 
during the previous fiscal year, the November payment will reflect the adjustment. 

Section 31 of the bill amends Code section 4220.3{4) which moves a local income 
surtax fund from the treasurer's office to the department. All the paperwork and 
processing is done within the department so both agencies agree that the surtax fund 
should be in the department of revenue and finance. 

Section 33 of the bill amends Code section 427.1 (14) which permits claims for 
property tax exemption to be filed with the assessor through July 1. Section 441.37 
permits a dissatisfied taxpayer to appeal an assessment to the board of review which 
meets during the month of May. The present appeal process does not work if the claim 
for exemption is filed with the assessor after the board adjourns which happens in 
many instances. The amendment will move the sign-up date from July 1 to Apri115 so 
the taxpayer can appeal the assessment to the board of review prior to its adjournment. 

Section 34 of the bill amends Code Supplement 1997, section 427.1 (24). Assessors 
have requested that a specific date be included in the statute for certifying eligibility for 
the wildlife habitat property tax exemption. Other property tax credit and exemptions 
prov1de specific certification dates. The amendment includes a February 1 certification 
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date that will be of administrative benefit to assessors by giving them a cut-off point to 
finalize their certifications. 

Section 35 of the bill amends Code section 428.1 to clarify that the listing contained in 
section 428.1, subsections 1 through 5, does not encompass all situations where a 
person is required to list property for the assessor. The amendment makes the list 
nonexclusive so it covers all circumstances not listed. 

Section 37 of the bill amends Code section 450.4(5) to provide that the exemption 
from Iowa inheritance tax does not apply to installment payments received by a 
nonresident beneficiary under an annuity which was purchased under an employee 
pension or retirement plan, that are includable as net income under section 422.7, but 
exempt from Iowa income tax under section 422.8(2). 

Section 38 of the bill amends Code section 450.20 to clarify that the Department must 
keep a separate record on any deferred estate where the tax is not paid within fifteen 
months from the date of death. 

Section 39 of the bill amends section 450.22 to provide that, in addition to the 
surviving spouse as already provided in this statute, when the estate does not have a 
federal estate tax obligation and all of the property of the estate is held in joint tenancy 
with the right of survivorship solely by the decedent and a lineal ascendant, child, 
stepchild and/or lineal descendant, or any combination of these individuals, an Iowa 
inheritance tax return need not be filed. 

Section 40 of the bill amends section 450.37 to allow the department of revenue and 
finance to adjust previously accepted, submitted, appraised or agreed upon values of 
real property accepted for federal estate tax purposes. Also the personal 
representative for the estate may claim a refund of tax if the personal representative for 
the estate files a claim for refund within six months of the final disposition of any real 
property valuation matter. 

Section 42 of the bill amends Code section 451.12 to assure that a lien for Iowa 
estate tax could be made on those items listed as exceptions under Code sections 
450.7. 

Sections 43 and 44 of the bill amend Code section 452A.2 (11) and (17) to assure 
that Transmix is taxed as motor vehicle fuel. Transmix is a product that is used as a 
buffer between fuel types being transported through a pipeline. 

Sections 45, 46, 47, 48. 49, 50, 56, 58, 59, 60, 61, 62, 63 and 64 of the bill amend 
Code sections 452A.8, 452A.9, 452A .15, 452A.21, 452A.60, 452A.61, 452A.63, 
452A.67, 452A.68, 452A.74 and 452A.86 to provide consistency 1n the motor vehicle 
fuel tax by changing the word "report" to "return." When the motor vehicle fuel tax 
chapters were amended to change the point of taxation during the 1995 Session of the 
General Assembly, these chapters were missed. 
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Section 51 of the bill amends Code Supplement 1997, section 452A.17(1) to clarify 
that a fuel tax refund is available for machinery and equipment used for non highway 
purposes. 

Sections 52, 53, and 54 of the bill amend various subsections of 452A.17 relating to 
refund of fuel and records needed to be kept relating to fuel used in watercraft· or 
aircraft and further provides that no refund will be issued for undyed fuel taken out of 
the state in the fuel supply tank of a vehicle or aircraft. 

Section 55 of the bill strikes 452A.17, paragraph "c" which relates to refunds of motor 
fuel tax to contractors who have a contract with a governmental agency. This provision 
has never been used and is meaningless. 

Section 57 of the bill amends Code chapter 452A by adding a new subsection which 
requires a licensee who collects tax in error from a consumer to either return the tax to 
the consumer or remit it to the department. This amendment is consistent with the 
same subsection on retail sales tax. 

Sections 65 and 66 of the bill amend Code section 453A.6 by adding two new 
subsections. The first new subsection provides that any person who is in possession of 
unstamped cigarettes shall pay the tax directly to the department. The second new 
subsection provides that the tax shall be added to the selling price and collected from 
the purchasers so that the ultimate consumer bears the burden of the tax. 

Section 67 of the bill amends Code section 453A.8(1) to clarify that the department 
no longer sells cigarette stamps in unbroken books of one thousand stamps and 
clarifies that manufacturers can stamp cigarettes. 

Section 68 of the bill amends various subsections of Code section 453A.15 to provide 
that any person who is not licensed must keep records, file reports and pay tax in the 
same manner as permit holders. 

Section 69 of the bill amends Code section 453A.16 to clarify that manufacturers of 
cigarettes may only ship unstamped cigarettes into the state to licensed distributors or 
licensed distributor's agents. 

Section 70 of the bill amends Code section 453A.28 to provide that the two year 
statute of limitations does not apply in case of a false or fraudulent report made with the 
intent to evade tax, or the person is in possession of unstamped cigarettes. In these 
instances, the statute of limitations is unlimited. 

Section 72 of the bill amends Code section 453A.31 which deals with civil penalty for 
failure to keep records, selling cigarettes without a valid permit, make a false or 
incomplete report or falls to abide with rules of the department. The present penalty is 
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fifty dollars for each offense, each violation is a separate offense and the same violation 
is a separate offense for each day it continues. The amendment strikes the fifty dollar a 
day penalty in lieu of a three-tiered penalty for the above offenses. The first offense, 
$200. Five hundred dollars for the second offense within two years and $1000 for the 
third offense within two years and subsequent violations. 

A second three- tiered penalty for possession of unstamped cigarettes is provided. 
This penalty is based on the number of cigarettes in the person's possession. 

Number of 1st Violation 2nd Violation 
Cigarettes Within 2 Years Within 2 Years Third Violation 

40--400 $200 $400 $600 

401-2,000 $500 $1,000 $1,500 

2,001 or more $1,000 $2,000 $3,000 

These penalties are not subject to waiver for reasonable cause. 

Section 73 of the bill amends section 453A.45 to change the period of time records 
relating to tobacco tax are to be retained from one year to two years. This makes 
cigarette and tobacco tax the same. 

Section 75 of the bill strikes subsection 59 of Code section 602.8102. Section 9 of 
this bill deletes a portion of section 422.23 to eliminate a conflict with the Administrative 
Procedures Act. Subsection 59 refers to the deleted portion of section 422.23. 

Section 76 of the bill amends Code section 633.272 to clarify that under partial 
intestate, a surviving spouse is entitled to receive the amount of intestate property as 
provided in Iowa Code sections 633.211 or 633.212. 

Section 77 of the bill amends Code section 422.90 by striking the section which 
relates to waiver of penalty for reasonable cause. Penalty is now subject to waivers 
only under statutory exceptions. 

Section 78 of the bill strikes Code section 450.92 relating to compromise settlements 
which is redundant in that the director of revenue and finance has authority for 
compromise settlements for all taxes under section 421.5. 

Section 79 of the bill transfers sections 427.3 through 427.7 to chapter 426A. Under 
the existing statutes, some provisions pertaining to the military service property tax 
exemption appear in chapter 426A and others appear in chapter 427. The department 
has over the years received a number of complaints from both the public and local 
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government officials who administer the program that it would be beneficial if the 
provisions were all located in one chapter. This amendment will do that. 

Section 80 provides effective and retroactive dates. 

G:ICD\PSICORR\MEL TECCOR98.SAM 

8 


