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Section 1. Sections two (2) through eight (8) of this
Act shall be codified as a new division under chapter four
hundred twenty-two (422) of the Code.

Sec. 2. NEW SECTION. DECLARATION AND PAYMENT OF ESTIMATED

" TAX. Every taxpayer subject to the tax imposed by sections

four hundred twenty-two point thirty-three (422.33) and four
hundred twenty-two point éixty (422.60) of the Code shall

file a declaration of estimated tax for the taxable year if
the amount of tax payable, less credits, can reasonably be
expected to be more than one thousand dollars for the tax-
able year. For purposes of this division, "estimated tax"
means the amount which the taxpayer estimates to be the tax
due and payable under divisions three (III) or five (V) of
chapter four hundred twenty-two (422) of the Code for the
taxable year. If during the first quarter of the taxable

year it is determined that the taxpayer's tax liability for
the taxable year will exceed one thousand dollars, the
declaration of estimated tax shall be filed on or before the
last day of the fourth month of the taxable year. If after
the last day of the third month and before the first day of
the sixth month of the taxable year it is determined that

the taxpayer's tax liability for the taxable year will exceed
one thousand dollars, the declaration of estimated tax shall
be filed on or before the last day'of the sixth month of the
taxable year. If after the last day of the fifth month and
before the first day of the ninth month of the taxable year

it is determined that the taxpayer's tax liability for the.
taxable year will exceed one thousand dollars, the declaration
of estimated tax shall be filed on or before the last day

of the ninth month of the taxable year. If after the last
day of the eighth month and before the first day of the twelfth
month of the taxable year it is determined that the taxpayer's
tax liability for the taxable year will exceed one thousand
dollars, the declaration of estimated tax shall be filed on
or before the last day of the taxable vear.
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Sec. 3. NEW SECTION. PAYMENT OF ESTIMATED TAX. A tax-

payer required to file a declaration of estimated tax under

section two (2) of this Act shall pay the estimated tax in

accordance with the following schedule:

1. If the declaration of estimated tax is filed on or
before the last day of the fourth month of the taxable year,
the estimated tax shall be paid in four equal installments.
The first installment shall be paid at the time of the filing
of the declaration. The second and third installments shall
be paid not later than the last day of the sixth and ninth
months of the taxable year, and the final installment shall
be paid on or before the last day of the taxable year.

2. If the declaration of estimated tax is timely filed
after the last day of the fourth month but not later than
the last day of the sixth month of the taxable year, the
estimated tax shall be paid in three equal installments.

The first installment shall be paid at the time of the fil-
ing of the declaration. The second installment shall be paid
on or before the last day of the ninth month of the taxable
year and the third installment shall be paid on or before

the last day of the taxable year.

3. If the declaration of estimated tax is timely filed
after the last day of the sixth month and not after the
last day of the ninth month of the taxable year, the estimated
tax shall be paid in two equal installments. The first
installment shall be paid at the time of the filing of the
declaration and the second installment shall be paid on or
before the last day of the taxable year.

4. If the declaration of estimated tax is timely filed
after the last day of the ninth month of the taxable year,
the estimated tax shall be paid in full at the time of the
filing of the declaration.

5. If the declaration of estimated tax is not filed as
required under section two (2) of this Act, all installments

of estimated tax which would have been payable on or before
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such time shall be paid at the time the declaration of
estimated tax is filed. The remaining installments of
estimated tax, if any, shall be paid at the time and in the
amounts in which they would have been payable if the
declaration had been timely filed.

If an amendment to a declaration is filed, the remaining
installments shall be ratably adjusted to reflect the in-
crease or decrease in the estimated tax by reason of such
amendment.

Sec. ". NEW SECTION. FAILURE TO PAY ESTIMATED TAX.

1. If the taxpayer submits an underpayment of the es-

timated tax, the taxpayer shall be subject to an underpayment
penalty at the rate of three-fourths of one percent per month
upon tire amount of the underpajment for the period of the
underpayment.

2. The amount of the underpayment shall be the excess
of the amount of the installment which would be required
to be paid if the estimated tax was equal to eighty percent
of the tax shown on the return of the taxpayer for the taxable
yesar over any amount of installments paid on or before the
date prescribed for payment.

3. If the taxpayer did not file a return during the taxable
yaar, the amount of the underpayment shall bes equal to eighty
percent of the taxpayer's tax liability for the taxable year
over any amount of installments paid on or before the date
prescribed for payment.

4. The period of the underpayment shall run from the déte
the installment was required to be paid to the last day
of the fourth month following the close of the taxable year
or the ‘date on which such portion is paid, whichever date
first occurs.

5. A payment of estimated tax on any installment date
shall be considered a payment of any previous underpayment
only to the extent such payment exceeds the amount of the

installment determined under subsection two (2) or three (3)
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-of this section for such installment date.

Sec. 5. NEW SECTION, EXCEPTION TO PENALTY. The penalty
for underpayment of any installment of estimated tax imposed
under section four (4) of this Act shall not be imposed if
the total amouﬁt of all payments of estimated tax made on
or before the last date prescribed for the payment of such

installment equals or exceeds the amount which would have
been required to be paid on or before such date if the
estimated tax amount at least to one of the following:

1. - The tax shown on the return of the taxpayer for the
precéding taxable year, if a return showing a liability for
tax was filed by the taxpayer for the preceding taxable year
and such preceding year was a taxable year of twelve months.

2. An amount equal to the tax computed at the rates
applicable to the taxable year but otherwise on the basis
of the facts shown on the return of the taxpayer for, and
the law applicable to, the precedihg taxable year;

3. An amount equal to eighty percent of the tax for the
taxable year computed by placing on an annualized basis the
taxable income:

a. For the first three months of the taxable year if an
installment is required to be paid in the fourth month;

b. For the first three months or for the first five months
of the taxable year if an installment is required to be paid
in the sixth month;

c. For the first six months or for the first eight months
of the taxable year if an installment is required to be paid
in the ninth month; and

d. For the first nine months or for the first eleven
months of the taxable year if an installment is required to
ba paid in the twelfth month of the taxable year.

Tha taxable income shall be placed on an annualized basis
by multiplying the taxable income as determined under this
subsection by twelve and dividing the resulting amount by
the number of months in the taxable year (three, five, six,

CPA-34946 1/71
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eight, nine, or eleven months, as the case may be) referred
to in this subsection.
Sec. 6. NEW SECTION. PENALTY NOT SUBJECT TO WAIVER.

The penalty imposed under section four (4) of this Act for

underpayment of the estimated tax shall not be subject to
the waiver provisions relating to reasonable cause.
Sec. 7. NEW SECTION. CREDIT FOR ESTIMATED TAX. Any

amount of tax paid on a declaration of estimated tax shall

be a credit against the amount of tax due on a final, com-
pleted return, and any overpayment of five dollars or more
shall be refunded to the taxpayer and such return shall
constitute a claim for refund for this purpose. Amounts less
than five dollars shall be refunded to the taxpayer only upon
written application in accordance with section four hundred
twenty-two point seventy-three (422.73) of the Code, but only
if such application is filed within twelve months after the
due date for the return.

In lieu of claiming a refund, the taxpayer may elect to
have the overpayment shown on its final, completed return
for the taxable year credited to the tax liability for the
following taxable year.

Sec. 8. NEW SECTION. ADMINISTRATION. A taxpayer having

a taxable year of less than twelve months shall file a

declaration of estimated tax under rules adopted by the
director. The director shall adopt rules relating to the
filing of amended declarations and payments'of estimated tax
by taxpayers having a taxable year of less than twelve months.
The director shall also adopt rules to permit a taxpayer to
amend a declaration of estimated tax.

Sec. 9. SPECIAL RESERVE FUND CREATED. The treasurer of
state shall credit the first twenty-five million dollars
received after the effective date of this Act from the re-
ceipts resulting from the'payments received upon the filing
of declarations of estimated tax from corporations to a special

reserve fund, which is hereby created in the office of the

CPA-34947 /71
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treasurer of state.
Sec. 10. DUTY OF DIRECTOR OF REVENUE. Upon receipt of

estimated tax payments from corporations and as soon as

practical after the close of each calendar quarter, the
director shall certify to the treasurer of state the amount
collected.

Sec. 11. USE OF FUND. Moneys credited to the special
reserve fund shall be used to pay claims approved by the
director of revenue for refunds of income tax paid by
corporations which claims are based upon the income allocation
formula provided in section four hundred,twenty—two point
thirty-three (422.33) of the Code. Moneys credited to the
special reserve fund shall be exempt from the provisions of
gsection eight point thirty-nine (8.39) of the Code.

Sec. 12. TRANSFER OF FUNDS. When the governor deter-
mines that the need for the special reserve fund no longér
exists, he shall direct the transfer of the moneys in the
special reserve fund to the general fund.

Sec. 13. The provisions of this Act shall be effective
for tax years beginning on or after July 1, 1977.

EXPLANATION ‘

The bill provides for the filing of declarations of
estimated tax and quarterly payments by corporations and
financial institutions. The bill creates a special reserve
fund where a portion of the estimated tax payments are
deposited and earmarked to be used to make refunds of corporate
taxes paid on the present allocation formula if the formula

is declared unconstitutional.

LSB 9128
bk/rh/8A
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FISCAL NOTE
- SENATE FILE 140
AMENDMENT H-3430
Date Prepared May 3, 1977
Requested by Representative Norland
Prepared in regard to S.F. 140, Amendment H-3430, An Act to
require the filing of declarations of estimated tax and guarterly
payments by corporations and financial institutions, creating a
special reserve fund into which a portion of such paymenps are
, to be deposited, and providing penalties. Following is the fiscal
effect in dollars of the legislative proposal as required by Joint
Rule 16:
S.F. 140 provides for the filing of declarations of estimated taxes and the
remittance of quarterly tax payments for the corporate income and franchise
taxes. Declarations of estimated tax 1iability would be required to be
filed by the end of the fourth month of the tax year if during the first
quarter of the tax year it was determined that the taxpayer's tax liability
for the tax year will exceed $1,000. The first of four guarterly payments
would be paid at the time of the filing of the declaration with the remaining
payments due at the ending of the sixth, ninth, and twelfth months of the tax
year. If the estimated tax is subsequently determined to be greater than
$1,000, a declaration ic to be Tiled and payment of the tax made in install-
ments equal to the number of quarters remaining in the tax year.

We have estimated the effects of Senate File 140 assuming that the taxes

due during the fiscal year ending June 30, 1978, would be equal to the
Comptroller's estimated tax collections for that period of $397.5 million.
Based on this assumption, it is estimated that during the first year, in
idition to the normal amount of taxes collected, an additional $34 million
'n taxes would be received. It is further estimated that during fiscal 1979
that an additional $11.0 million windfall would be received as the result of
this proposal. This windfall would result from the fact that those corpora-
tions whose tax year ends during the last quarter of fiscal 1977 would not

be required to pay estimated payments during fiscal 1978 and subsequently,
would pay all taxes due for the period in conjunction with the filing

of a final return during the first quarter of the fiscal year ending June 30,
1979. It should be noted that a portion of these fiscal 1978 collections,

to be received from those corporations unaffected by the estimated provision,
could actualiy be received in the latter part of fiscal 1978, theresby increas-
ing the wind7all in fiscal 1978.

House Amendment H-3730 would provide for a transitional period in which the
estimate provisions of Senate File 140 would be phased in. For tax periods
beginning on or after July 1, 1877, and prior to June 30, 1978, the amendment
would require pavment of only 80 percent of the estimated tax due. For the
second affected tax year, payment would be required of only 80 percent of

the estimated tax. For each of these tax periods, the remaining amount of
tax due would be payabie at the time of the filing of final return for the
tax year.

It is estimated that as the result of this amendment that during fiscal 1978
the windfall in estimated tax collections would be $21.0 million. During
fiscal 1979 the windfall would be approximately $13.0 million, $9.0 million
uring fiscal 1980, and $2.0 million during fiscal 1981. As mentioned,

i1 estimates are based on a tax 1iability of $97.5 million. Changes in the
amount of tax due would be reflected in correspondingly higher or lower
amounts of windfall.

Source: Department of Revenue
FILED GERRY D. RANKIN
MAY 3, 1977 LEGISLATIVE FISCAL BUREAU




4-3730 :
Amend Senats File 140, as passed by the Senats, .
as Zollcws:
1. Page 3, bv inserting after line S8 the follcw-
n¢ new secktion:

P

TRANSITIONAL PERIOD.

1

2

3

4

5 Szac. . NEW SECTICH.

§ There shall ke a transitional periocd to permit each
7 taxpaver subilect to the tax imposed by sections four
3 hundred twenty-two point thirty-three (422.33) and

9 four hundred tweniZv-itwo point sixty (422.60) of the
10 Coée to adjust to the reguirements of making estimated
11 tax payments.

.12 1. Tor a taxzble year beginning on or after July
13 1, 1977, ané on or before June 30, 1578, only sixty
12 percent of the estimated %tax shall be raguired to
15 be paid during the taxable y=ar in accoriance with
16 the installment schedule in secticn threse (3) of this
17 Act. The remaining forty percent ¢f the estimatsad
13 tax shall be incrsased or decreasad to zailect the
13 actual zax due IZor the taxable year and shall ke paid
20 2t the time of f£filing the final, ccmpleted return
21 for the taxable yeazar.

22 2. For a taxakls year beginning on or after July
23 1, 13878, and cn or before June 20, 13879, cnly eighty
24 percenit of zhe estimated tax shall ke reguired to
25 be paid durinc the taxable year in accordance with
28 the installment schedule in section thrse (3) of this 6
27 Act. The remaining twenty percent of the estimated
28 tax shall be increased or cdecreased tc raflect the
22  actual tax due for the taxable vear and shall be paid
30 T the time ¢f filing the £final, cecmzlsted return
317  for the taxable year,
3 3. In the svent the time for filing a tax return
33  is extended for a +faxabls vear listed in this section
34  the remaining percentage of estimated tax due for
35 that vear shall be paid nct later than the last day
36 £ the fourzth month fcllowing the expirazion of +he
37  taxable vear."
33 2. Renumber sections and correct internal refar-
39 ences as may re necessary in accordance with this
%0 amendment. p

H-3730 FILED.4gZl? 5772 BY COMMITTEE ON WAYS AND MEANS

APRIL 25, 1977 (p Ared) NORLAND of Worth, Chair
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SENATE FILE 140

Amend Senate File 140, as passed by the Senate,
as follows:

1. Page 1, by inserting beafcre line 1 the fellow-
ing new section: i

"Section 1. Section four hundred twenty-two point
thirty-three (422.33), subsection one (1), unnumhered
paragraph one (1), Code 1977, 1is amended to read as
follows:

If the *rade or business of the corporation is
carried on entirely within the state or if the trade
or business consists of the operation of a farm and
the property is located entirelv within the state,
the tax shall be imposea on the entire net income,
but if such trade or business is carried on partly
within and partly without the state or if the trade
or business consists of the operation of a farm and
the property is located partly within and partly
without the state, the tax shall be imposed only on
the portion of the net income reasonably attributable
to the trade or business within the state, said net
income attributable to the state to be determined
as follows:".

2. Page 5, by striking lines 30 through 35 and
inserting in lieu thereof the following new section:
"Sec. . SPECIAL RISERVE FUND CREATED. The
treasurer of state shall credit the first ten million

dollars received after the effective date of this

Act from the receipts resulting from the payments
received upon the filing of declarations of estimated
tax from corporations subject to the tax imposed under
division three (II1I) of this chapter to the general
fund of the state. After crediting the first ten
million dollars received to the general fund of the
state, the treasurer of state shall credit the next
twenty-£five million dollars received after the
effective date of this Act from the receipts resulting
from the payments received upon the f£iling of
declarations of estimated tax from corporations subject
to the tax imposed under division three (III) of this
chapter to a special reserve fund, which is hereby
created in the office of the treasurer of state."

3. Page 6, by striking line 1.

4. Page 6, by inserting after line 18 the follow-
ing new section:

"Sec. . The provisions of section one (1) of
this Act are retroactive to January 1, 1977 for tax
years beginning on or after January 1, 1977 and to
this extent the provisions of section one (1) of +this
Act are retroactive."

5. Page 6, line 19, by inserting after the word
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"rct" the words ", except the provisions of section
cne {1} cof this Act,®.

6. Page &, by inserting after line 20 the follow-
ing new section:

Sec. . This Bct, being deemed of immediate

importance, shall take effect and be in force from
and after its publication in The Marion Sentinel,

a newspaper published in Marion, Iowa, and in the
Farmer~Labor Press, a newspaper published in Council
Bluffs, Iowa."

7. Renumber sections and correct internal
references as are necessary in accordance with this
amendment.

8. Amend the title, by striking everything after
the word "Act®™ in line 1 and inserting in lieu thereof
the words "relating to the taxation of corporations
and financial institutions to provide for the alloca-
tion of certain corporate income to this state for
corporate income tax purposes, to reguire the £f£iling
of declarations of estimated tax and gquarterly payments
by corporations and financial institutions, creating
a special reserve fund into which a portion of such
payments are to be deposited, providing penalties,
and making certain provisions of the Act retrocactive."
FILED- cebpld 572 BY NORLAND Of Worth
1977 (p. R(09%) WEST of Marshall




Housa Amandasnt to Senate File 140

") $-3594
1 Amend Senate File 140 as follows:
2 1. Page 1, Dy insarting before line 1 the follow-
3 1ing new section:
4 "Section 1. Saction four hundrad twanty-two point
) 3 thirty-thrsa (422.33), subsaction one (1), unnumberad
i 5 ©varacraph cne (1}, Cod=a 1977, is amandzd to read as
X 7 Zollows:
3 TZ th=2 trads or businzss ¢ tha corgoraticn is
¢ carrisd on anitiraly within tih=2 sta:a cr if =ra =-ads
13 ¢x Zusirnaess conslists of tha cperxation of a Zarm and
1L £h2 mreonarcy 15 lozaztzd 2ntiralv withlin th=2 state,
12 +h=2 tax shall b2 inposad on a2 entire net incoms,
13 but 1if such trads or business 1s carriad on partly
14 within and partly without the state or if ths :trade
15 or tusiness consisits of the overation of a farm and
15 ©a3 nrocercy 15 located Dartly wicnlin and oartiy,
17 wizfiout tha staz2, the tax sphall he imposed only on
18 th=2 portion of tihe net income reascnably attributabla
19 to the trade or business within the statz, said net
20 income at=zridbutalbls to tha state to be determined
21 as Zollows:". ‘
22 2. Paga 3, by insarting after line the follow—
23 1n3 aew szaction:
z4 "Sec. . 2ZW SECTION., TRANSITIONAL PZRI0D.
1" 253 There snhall ke a transitional period to pa2rmit each
- 25 ‘tauszayer subjecit o the tax imposad by sections four
27 hnundred twanty-two point thdrty-three (£22.33) and
28 foax nhundrad tweanty-two point sixzty (422.63) of the
29 Code to adjust to the reguirements of nmaking estimatad
30 tax pavments.
» 31 1. For a taxzable year beginning on or after July
32 1, 1977, and on or beiorsa Juns 30, 13978, only sixty
33 ~pexcent ¢ tha eszimated tax shall be requirsd to
34 Dbe paid during the taxable yzar in accordance with
35 th2 installment schedule in section thres (3) of this
38 Act. The remaining forty percent of the sstimated
37 tax shall be increased or dacrazased to reflact the
38 actual tax due for the tarable y=ar and shall be paid
2 at the time of filing the final, compnleted return

o>
o
rl
a
5
)

41 2. F le year beginning on or after July
42 1, 1978, and on or befors June 30, 1979, only eighty
43 percent of tha estimated tax snall be reguired to

44 Dbe paid during the taxable year in accordanca with

45 tha installment schedula in ssction three (3) cf this
46 Act. The remaining twenty percant c¢f the estimated
47 tax shall be increasad or decreased o railsct tha

48 actual tax dee for the taxadle vear and shall be paid
43 at the =zixme of filing the £inal, complated *sturn

SC for the tarxable rvear.
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Page 2,
Page 2,
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MAY 16, 1977

SENATE pr
?
; FilAm?nd the House am
2 € 140 ag follows~ ®
1. Page'?, :
g g. §age 2,
. L ] a
¢ line 8. ge 2
H-4214 FI
1 LED
RECE¢VED FROM SENATE

MAY 16, 1975

Amend tﬁe House amendment,
File 140 as follows:

4
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2 ~<X1lng lines
by Striking lines gﬁ
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