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A BILL FOR

An Act revising penalties imposed on additional taxes due,

failure to file reports, and f£iling of fraudulent reports
under the income, sales and use, chain store, and motor
vehicle fuel tax laws.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section three hundred twenty-four point fiftecen .
(324.15), subsection three (3), Code 1973, is amended to read
as follows:

3. The reports required in this section shall be for in-
formation purposes only and the department of revenue may
in its discretion waive the filing of any of these reports
not necessary for proper administrxation of this division.

The reports reguired in this section shall be certified undex
penalty for false certificate and filed with thce department

0f revenue within the time allowed for filing of distributors’
repocrts of motor fuel received., Any-report-not-{£ited-wienin
iMe-time-altioved-by-che-depariment-ef-revenae-witi~be-susjees
“8—-a-pengtey-ef-ver-dotiarss

Sec. 2. Section three hundred twenty-four point sixty-
five (324.65), Code 1973, is amended to read as foliows:

324.65 PENAL™Y FOR FAILURE TO PROMPTLY REPORT OR PAY FUEL
TAXES. I1f a licensee or other person fails to file a reguired
report with the department c¢f revenue on or before the <tme .
fined-fer-the-firisng-ehereof-ar-if-a-iiecnyce-or-ether-pey-
aen-farla-to-pey-+o-ehe-department-ef-revcade-an-ameune—-of
fuei-tvanes-when-due;-a-penatéy-of-Ltwo-percent~ocf-the-tan-un-
patd-and-due-¢o-ewelve-elelock-asmr~ef-tne-thrrd-day-after
due-duce~and-an-edditienat-ehree-pereent-of-ene-sax—unpaid
and-due-frem-¢weive-eletock-armr-of~the-third-day-teo-«weive
orteleek-asmr-of-£he~tenspn-day-after-due-dutes-and-an-adda-
tienal-five~pereent—-of-the-tun-unpaid-and-due-—after—4oveive
osleieek-arms-of-the-tenth-day-after-due—-date-shati-be-sadded;
the-unpatd-+ax-and-penatty-shail-rmmediateiy-—acerae—and-there-
after-shatt-bear-ixterest-at-+he-race-ef-one-—naltf-ef-one-per-

eent-per-menth-unet+i-pard due date, unless it is shown that

such failure was due to reasonable cause there shall he added

to the amount recguired to be shown as tax due on the rcturn
five percent of the amount of the tax if the failure is for
not mecre than one month, with an additional five pcrcent for

each additional month or fraction of a month during which .
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such failure continues, not exceeding twenty~-five percent

in tihe aggregate. If a licensee or other person fails to

remit the tax due with the filing of the return on or before

the due date or fails to pay any amount of the tax fcquired

to be shown on the return, there shall be added to the tax

a penalty of five percent of the amount of the tax due, unless

1t is shown that such failure was due to reasonable cause.

The taxpayer shall also pay interest on the tax or additional

tax at the rate of three~fourths of one percent per month

counting each fraction of a month as an entire month, computed

from the date the return was reguired to he filed. The

department of revenue shall not remit any part of a penalty
for delinquent payment where the delinguency results from

the fact that a check given in payment is not honored because
of insufficient funds in the account upon which the check

was drawn, Provided, further, that if it appears as a result
of investigation by the department of revenue or from a pre-
ponderance of the evidence adduced at a hearing before the
department of revenue that there has been a deliberate attempt
on the part of a licensee or other person to evade payment

of fuel taxes there shall be added to the assessment against
the offending person and collected a penalty of ene-hurdred
perecnt-of-£he-tan;-thc-evasron-of-which-was-ateenmpted;-end
the~tox-and-penaity-shati-immediatety-aeerue-and--shati~+here-
afeer-bear—~rnterest-at-—the-rate-of-ene~hatf-of-one-perecent

per-menth-unest-patd fifty percent of the tax due. When

penalties are applicable for failure to file a return and

failure to pay the tax due or reguired on the return, the

penalty provision for failure to file shall be in lieu of

the penalty for failure to pay the tax due or reguired on

the return, except in the case of a deliberate attempt on

the part of the licensee or other person to evade payment

of fuel taxes. Any report required of licensees or persons

operating under divisions one (1), two (2) and three (3) of

this chapter, upon which no tax may be due, shall be subject
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to a penalty of ten dollars if such report is not timely
filed. L : 7

Sec. 3. Section four hundred twenty-two point sixteen
(422.16) , subsection ten (10), paragraph b, Code 1973, is

amended to read as follows:

b. Any employer or withholding agent required under the
provisions of this chapter to withhold taxes on wages or other
taxable Iowa income subject to this chapter who fails to wiéeh-
hotd-gueh-taxes;-or-to-make-the-regquired-returns-or-whe-£faxis
te-tcimely-remit-4o-the-deparimene-+he-amounts-withheids;-shall
be-iiabie-for-+hc-amount-of-sueh-+axes~-which-sheuld-heve-been
withhetd-and-pasd;-and-i+n-addreien-shati-be-subdect-+o-a-ezvii
perateys-equai-ep-firye-percent-eof-che-ameunt-wniek-should
have-peen-withheid-and-pastd-ever-to-the-deparimene;-for-each
month-er-fraetion-thercef-during-whreh-sueh-faidure-consinues;
rok-to~eneeed-twenty~£five-pereent-in-4he-aggregate;-tntereste
at-the-vrase-af-gin-pereent-per-annums~shali-be-added-to-+he
tax-required-teo-be-tranamteted-beginning-with-ehe-firs¢-day
ef-£he-second-month-fotlewing-the-end-ocf-the-eaitendar-guarser
fer-which-the-tax -waa-net-transmiteed;-and-sueh-tnteres+-and
sueh file a return for the withholding of tax with the de-

partment of revenue on or before the due date, unless 1t is

shown that such failure was due to reasonable cause, shall

be subject to a penalty determined by adding to the amount

required to be shown as tax due on the return five percent

of the amount of the tax if the failure is for not more than

one month, with an additional five percent for each additional

month or fraction of a month during which such £ailure

continues, not exceeding twenty-five percent in the aggregatec.

If any person or withholding agent fails to rcmit the tax

due with the filing of the return on or before the due date,

or fails to pay any amount of any tax required to be shown

on the return, there shall be added to the tax a penalty of

five percent on the tax due unless it is shown that such

failure was dus to reasonable cause. When penalties axe

-

CRAL4947




[

e TR VI - SV, B S UT R X

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

applicable for failure to file a return and fallure to nay

the tax due or required on the return, the penalty provision

for failure to file shall be in lieu of the penalty provision

for failure to pay the tax due or required on the return.

The taxpayer shall also pay interest on the tax or additional

tax at the rate of three-fourths of one percent per month

counting each fraction of a month as an entixe month, computed

from the date *the return was required to be filed, Such

penalty and interest shall become a part of the tax due from

the withholding agent.

Sec, 4, Section four hundred twenty-two point sixteen
(422.16) ; Code 1873, 1is amended by striking subsection thirteen
(13) .

Sec. 5. Section four hundred twenty-two point twenty-four
(422.24), subsection two (2), Code 1973, is amended to read
as follows:

2. When, at the reguest of the taxpayer, the time for
filing the return is extended, interest at the rate of sz»

pereent-per-annum three-fourths of one percent per month

counting each fraction of a month as an entire month, on the

total tax due,; from the time when the return was eriginaziy
required to be filed to the time of payment, shall be added
and paid.

Sec, 6. Section four hundred twenty-two point twenty-five
(422,25), subection two (2), Code 1973, is amended to read
as follows:

2, In addition to the tax or additional tax as determined
by the department under the provisions of subsection 1 of
this section, the taxpayer shall pay interest on sueh the
tax or additional tax se-determined at the rate of esix-pereexne

pe¥-annum three-~fourths of one percent per month counting

eaci fraction ¢f a month as an entire month, computed from

the date the return was regquired by-iew to be filed;-and
esnputed-en-a-cutendar-nonth-besis;-eonsidering-each-€raction

of-a-moneh~-~ge-an-entire-moneh, In case of failure to file

CFA.DE240 1. 7t




w

.F. zt 22 H.F.

a return, er-te-pey-+the-tax-required-to-be-patd-with-<he
£itsny-cf-the-return;-en-the-date-preseribed-therefer with
the department on or before the due date (determined with
regard to any extension of time for filing), unless it is

shown that such failure was due to reascnable cause and not
due to willful neglect, there shall be added tc the amount
regquired to be shown as tax on such return five percent of

the amount of such tax if the failure is for not more than

one month, with an additional five percent for each additional
month or fraction thereof during which such failure continues,
not exceeding twenty-five percent in the aggregate. If any
person fails to remit the tax due with the filing of the re-
turn on or before the due date, or fails to pay any amount

of any tax required to be shown on the return, there shall

be added to the tax a penalty of five percent of the tax due

unless it is shown that such failure was due to reasocnable

cause, In case of willful failure to file a return with

intent to evade tax, or in case of willfully filing a false

return with intent to evade tax, in lieu of the five-pereent
menthiy penalty above provided, there shall be added to the
amount required to be shown as tax on such return fifty percent

of the amount of such taxs-end-in-eage-of-witifuit-fiting-ef
a-faise-return-with-ineene-te-evade-+ax-;-there-shail-be-added
to-+the-amount-required-¢e-pe-shewn-as-tax-en-such-return-fifey

percent-of-the-ameune-ef-sueh-¢¥ax. When penalties are

applicable for failure to file a return and failure to pay

the tax due or required on the return, the penalty provision

for failure to file shall be in lieu of the penalty provision

for failure tc pay the tax due or required on the return

except in the case of willful failure to file a return and

willfully filing of a false return with intent to evade tax.

Sec. 7. Section four hundred twenty-two point twenty-five
(422.25), subsection three (3), Code 1973, is amended to read

as feollows:
3., If the amount of the tax as determined by the depart-
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w 1 ment shall be less than the amount theretofore paid, the
2 excess shall be refunded with interest after sirty days from
3 the date of payment at sin-pereene-per-annum three-fourths
4 of one percent per month counting each fraction of a month
5 as an entire month under the provisions of such regulations
6 as may be prescribed by the director. If an overpayment of
7 tax results from a net operating loss or net capital loss
8 which is carried back to a prior vear, the overpayment shall
¢ be considered as having been made at the close of the taxable
10 year in which the net operating loss or net capital loss
11 occurred or sixty days from the date of the actual payment
12 cof the tax, whichever is later, However, when the net
13 operating loss ox net capital loss carry back to a prior vear
14 eliminates or reduces an underpayment of tax due for an earlier
15 year, the full amount of the undervayment of tax shall bear
16 interest at the rate of three-fourths of one percent per mcnth
17 counting each fraction of a month as an entire month from

®

the due date of the tax for the earlier year to the last day

19 of the taxable vear in which the net operating loss or net
20 capital loss occurred.
21 Sec. 8. Section four hundred twenty-two point fifty-eight

22 {422,58), subsection one {1), Code 1973, is amended to read

23 as follows:

24 1. Any If any person €eiiting fails to file a permit holders

25 monthly tax deposity or a return er-ecerreeted-return-or-+o

26 pay-eny-taX-within-ehe-¢ire-required-py-thia-divisreny;-shail

27 ba-subjeetr-to-sn-intsrest~penatey-cf-five-percent-cf-the

28 amount-of-tan-duey-pius-ere-hatf-ef-one-pereent-ef-suech-tax

29 fer-ecach-nonth-ef-delay-er-fraetion-thereof;-eneepiing-+the

30 #£irass-month-qfcer-such-reeurn-vwas-requtred-to-be-filed-or

31 sueh-tax-became-due;-and-exeepeing-the-peried-petweer-the

32 compiction-eof-an-examinceion-of-the-pecks-and-records-of-a

33 taupayer-erd-the-~giving-of-metiee-te-the-+axpayer—-that-a-4+ax

34 eor-additional-tan-ta-dues-bue~the-director;-tf-sntiafied-tkat
m ‘ 35 +he-detay-was-eneusable;-may-remié-ail-er-eny-part-of-such

-7-
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intevest-peneirpy with the department of revenue on or before .

the due date, unless it is shown that such failure was due

to reasonable cause, there shall be added to the amount

required to be shown as tax on the return five percent of
the amount of the tax if the failure is for not more than

one month, with an additional five percent for each additional

month or fraction of a month during which such failure

continues, not exceeding twenty-five percent in the aggregate.

I1f any person or permit holder fails to remit the tax due

with the filing c¢f the return on or before the due date, or

fails to pay any amount of any tax reguired to be shown on

the return, excepting the period between the completion of

an_examinaticn of the becoks and records of a taxpayer and

the giving of notice to the taxpayer that a tax or additional

tax is due, there shall be added to the tax a penalty of five

percent on the tax due, unless it is shown that such failure

was due to reasonable cause. When penalties are applicable .

for failure to file a return and failure to pay the tax due

or required on the return, the penalty provision for failure

to file shall be in lieu of the penalty provision for failure

to pay the tax due or reguired on the return. The taxpayer

shall alsc pay interest on the tax or additional tax at the

rate of three-fourths of one percent per month counting each

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

date the return was required to be filed. Such interest

penalty and interest shall be paid to the department and

disposed of in the same manner as other receipts under this

division. Unpaid #ineerese penalties and interest may be v

enforced in the same manner as the tax imposed by this
Givision.
Sec, 9. Section four hundred twenty-three point eighteen
(423.18), Code 1973, is amended to read as £follows:
423.78 FAILURE TO PAY--PENALTIES. Ary If any person
fecteng fails to file a return ev-gerreesad-yeturr-or-te-pay
any-tax-andyor-eamount-reguired-to-be-paid-by-4+hrg-ehapter .

-g-
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withsn-the-sime~required-by-thig-ehapters-shaii-be-subjeet
fo-an-rnterese-penaity-of-five-perecene-af-ihe-amounc-€ues
pias;ene—haif-eéueﬁe-pereeﬁe-ef-sueh-ameuat-fer-eeeh-meﬁth
of-detay-oxr-fraction-eherveafs-encepting—ehe-first-moneh-after
sueh-return-was—-required—-+to-be-£filed-er-such-taxn—-or—-eneant
became~due;-and-encepeing-the-perred-beeweern-the-compliceion
of-an-exsmination-oé~£he-beoeks—and-records-of-a-taxpayer-and
the-giving-of-neeice-so-the-taupayer-ehab-a-tax-or-additional
tar-is~dues~-pbue-the-diveetor;-ifé-aatiaficd-that-the-delay
wag-exensebles—may-remie~uil-or-any-part-of-suen-interess

penetey with the department of revenue on or before the due

date, unless it i3 shown that such failure was due to

reasonable cause, there shall be added to the amount required

to be shown as tax on the return five percent of the amount

of the tax if the failure is for not more than one month,

with an additional five percent for each additional month

or fraction of a month during which such failure continues,

not exceeding twenty-five percent in the aggregate. If any

person fails to remit the tax due with the filing of the

return on or before the due date, or fails to pay any amount

of any tax required to be shown on the return, excepgting the

period between the completion of an examinaticn of the books

and records of a taxpayer and the giving of notice to the

taxpayer that a tax or additicnal tax is due, there shall

be added to the tax a penalty of five percent on such tax

dve,; unless it is shown that such failure was due to reasoconadle

cause. When penalties are applicable for failure to file

a return and failure to pay the tax due or reguired on the

return, the penalty provision for failure to file shall be

in lieu of the penalty provision for fgilure to pay the tax

due or recuired on the raturn. The taxpayer shall also pay

interest on the tax or additional tax at the rate of three-

fouxrths of one percent per month counting each fraction of

a month as an entire monti, computed from the date the return

was required tn be filed. Such snterest+ penalty and interest

-9
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shall be paid to the department and disposed ©of in the same
manner as other receipts under this chapter. Unpaid 4neeres+

penaiezes penalty and interest may be enforced in the same

manner as the tax imposed by this chapter, The certificate

of the dirxector to the effect that a tax and/or amount regquired
to be paid by this chapter has not been paid, that a return

has ncet been filed, or that information has not been supplied
pursuant to the provisions of this chapter, shall be prima-

o ~ Oon B o

9 facie evidence thereof.

10 Sec. 0. Section four hundred twenty-four point thirteen
11 (424,13), subsection one (1), Code 1973, is amended to read
12 as follows:

13 1. Any If any person faxting fails to file a return or
14 ecorrecicd-return-or-to-pay-any-tax-within-the-time-reguired
15 shaii-be-subject-tp~a-penatty-pé-five-percent-of-+the-ameunst
16 ef-ta-dues-pius-ene-pereene-cf-sueh-tax-fer-cach-menth-of
17 detay-er-fractien-thercof;-excepeing-the-£irav-menth-afcer
18 such-return-was-regquived-to-be-4iled-ov-sueh-eax-beeame-dues
19 but-the-~dircetors-if~santiafied-that-the-detay-vwas-exeusabie;

20 may-remit-ati-er-any-part-of-suen-penarey with the depart-

21 ment of revenue on or before the due time, unless it 1s shown

22 that such failure was due *to reasconable cause, there shall

23 be added to the amcunt required to be shown as tax on the

24 return five percent of the amount of tax if the failure is

25 for not more than one month, with an additional five percent

26 for each additional month or fraction of a month during which

27 such failure continues, not exceeding twentv-five percent

28 in the aggregate. If any verson fails to remit the tax due

29 with the filing of the return on the due date, or falils to

30 pay any amount in respect of any tax reguired to be shown

3L on_the return, there shall be added to the tax a penalty of

32 five percent on such tax due, unless it is shown that such

33 failure was due to reasocnable cause. When penalties are

34 applicable for failure to file a return and failure to pay

35 the tax due or reguired on the return, the penaltv provision

-10~
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for failure to file shall be in lieu of the penalty provision

for failure to pay the tax due or required on the return.

The taxpayer shall also pay interest on the tax or additional

tax at the rate of three-fourths of one percent per month

counting each fraction of a month as an entire month, com-

puted from the date the return was required to be filed.

Such penalty and interest shall be paid to the department

W =~ O W b W N =

and disposed of in the same manner as other receipts under
¢ this chapter. Unpaid penalties and interest may be enforced

10 in the same manner as the tax imposed.

11 Sec. 11. The provisions of this Act, except section seven
12 (7}, shall be effective for tax periods beginning on ox after
13 July 1, 1974. The net operating loss and net capital loss

14 provisions of section seven (7) shall be effective for tax

15 loss years or periods beginning on or after January 1, 1874,

16 except that interest on refunds or credits for periods prior

17 to January 1, 1974, which were created by tax loss years or

Q'\ 18 periods beginning on or after January 1, 1974, shall be limited
19 to six percent per annum.
20 EXPLANATION
21 This bill provides uniform assessment of penalties and

22 interest of individual, corporate, franchise, sales, use,

23 chain store and motor vehicle fuel taxes. The penalty and

24 interest changes are intended to remove the state from being

25 in the position of being a prime lender and place it in the
. 26 position to enforce more productive collection procedures.
27 The bill provides separate penalty provisions for a person
28 who fails to file a return and a person who fails to pay the
29 tax in order to create an incentive for a person to timely
30 file his return. This approach is similar to that taken by
31 the Internal Revenue Code.
32 One provision of this bill limits the payment of interest
33 on a refund created by a net operating loss deduction which

34 1is in conformity with the Internal Revenue Ccde.
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1 Amend Senate File 1197 as follows:

2 1. Page 11, by adding after line 10 the follow-

3 ing new sections:

4 Sec. . Section four hundred forty-five point

5 thirty-nine (445.39), Code 1973, is amended to read

6 as follows:

7 445,39 INTEREST AS PENALTY. If the first in-

8 stallment of taxes shall not be paid by April % first,

9 said installment shall become due and draw interest,
10 as a penalty, ef-three-feurths of one percent per

11 month until paid, from the first day of April follow-
12 ing the levy; and if the last half shall rnot ke paid
13 by October % first, following such levy, then a like
14 interest shall bhe charged from the date such last half
15 became delingquent.

16 Sec. . Section four hundred fortyv-Zive pcint
17 forty (445.40), Code 1973, is amended to read as fol-
i8 lows:

19 445.40 PENALTY ON PERSONAL TAXES. On all peor-
20 sonal taxes not paid on or before the first Monday
21 in December a penalty of five percent shall be added
22 and collected in addition to the ¢hree-feuvrths-ef

23 one percent per month penalty herein provided; and

24 the tax with all penalties shall be collected at the
25 same time and in the same manner.

Page 2

1 2. Page one, line 4, by inserting after the

2 word "laws" the following:

3 "and increasing the interest penalty on delin-

4 quent property taxes."”
§—2291 Filed and withdrawn By WILLITS, PLYMAT and

February 28, 1974 - CURTIS




