
701—219.17(423) Withholding. A sponsor of a contract with a nonregistered out-of-state (nonresident) 
contractor may be asked to withhold the final payment of the contract as a guarantee that sales and use 
taxes will be paid. The withholding requirement may also apply to registered out-of-state contractors at the 
discretion of the department. The department will issue a notice to the sponsor to support the withholding 
of funds. In order to seek a release of the notice, the out-of-state contractor is required to file a report with 
the department consisting of the following departmental forms:

1.  Form 35-012, which is a listing of subcontractors to whom the out-of-state contractor has awarded 
a construction contract. This statement should be submitted on each project as it becomes available.

2.  Form 35-013, which is a list of material suppliers both in state and out of state from whom tangible 
personal property has been purchased for use in completing each project or contract.

3.  Form 35-001, which is a summary of the provisions of the actual contract.
All letters of release furnished by the department are subject to audit and, therefore, are not 

unconditional release from any Iowa sales or use tax liability. All letters of release will be issued within 60 
days upon receipt of the proper information unless an error or discrepancy is noted.

This rule is intended to implement Iowa Code sections 423.2 and 423.5.
[ARC 8161C, IAB 7/24/24, effective 8/28/24]
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