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1 An Act relating to the statute of limitations on assessment

of the income and franchise taxes.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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) H.F. 470

Section 1. Section 422.25, subsection 1, Ccde 1981, 1is
amended to read as follows:

1. Within three years after the return is filed or within
three years after the return became due, including any
extensions of time for filing, whichever time is the later,
the department shall examine it and determine the correct
amount of tax, and the amount se determined by the department.
shall be the taxs-previdead-that. However 1f the taxpayer

omits from income swek an amount as will, under the Internal
Revenue Code of 1954, extend the statute of limitations for
assessment of federal tax to six years under sazd-€ede the
federal law, the periocd for examination and determination

shatl-be is six years. Netwithstanding-the-perieds In addition

to the applicable period of limitation for examination and
determination heretefere-speeified, the department shaii-have

eiN-monthe-te may make an examination and determination at
any time within six months from the date of receipt by the

department of written notice from the taxpayer of the final
disposition of any matter whieh-oeeurred-after-the-exprration
of~-the-appiieable-perted~of-iimrtatron~-aspecified-in-thig
geet2eon between the taxpayer and the internal revenue service
with respect to the particular tax year. In order to begin
the running of the six-months' period, the notice shall be

in writing in any form sufficient to inform the department
of sueR the final disposition with respect to sueh that year,
and a copy of the federal document showing the final
disposition or final federal adjustments shall be attached

to the notice. The period for examination and determination
of the correct amount of tax sha#i-be is unlimited in the
case of a false or fraudulent return made with the intent

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

In lieu of the period of limitation for any prior year for
which an overpayment of tax or an elimination or reduction

of an underpayment of tax due for that prior year results
from the carryback to sweh that prior year of a net operating
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loss or net capital loss, the period shaii-be is the period
of limitation for the taxable year of the net operating loss
or net capital loss which results in smweh the carryback.

The burden of proof of additional tax owing under the six-
year period, or unlimited period, shaii-be is on the
department. If the tax found due is greater than the amount
paid, the department shall compute the amount due, together
with interest and penalties as provided in subsection 2, and
shall notify the taxpayer by certified mail of the total,
which shall be computed as a sum certain if paid on or before
the last day of the month in which the notice is postmarked,

or on or before the last day of the following month if the
notice 1s postmarked after the twentieth day of any month.
The notice shall also inform the taxpayer of the additional
interest and penalty which will be added to the total due
if not paid on or before the last day of the applicable month.

Sec. 2. This Act 1s applicable for all tax years for which
a final disposition of a taxpayer's federal income tax
liability has not been resolved prior to the effective date
of this Act. .

EXPLANATION

The bill corrects an oversight 1n House File 2132 which
was enacted in 1978. House File 2132 was enacted to more
closely align the state and federal periods of limitations
in regard to income taxes due. That bill as enacted gave
the department of revenue an extended period of limitation
to examine and determine the tax due of six months after a
final disposition of any income tax matter between the IRS
and the taxpayer, provided the final disposition occurred
after the applicable three or six-year period of limitation.
Because the additional six-month period of limitation 1is
available only if such final disposition occurs after the
applicable periods of limitation, the department of revenue
could have less than six months to audit after such final
disposition if it occurs within the three-year or six-year
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period of limitation. This bill remedies this situation so
that the department will have at least six months to audit

a return involving a tax matter between the IRS and the

taxpayer.

The bill takes effect July 1 following its enactment and
applies to tax years for which a final disposition of a

taxpayer's federal income tax liability has not been resolved

prior to the effective date.
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AN ACT
RELATING TO THE STATUTE OF LIMITATIONS ON ASSESSMENT OF THE
[NCCME AND FRANCHISE TAXES.

RE Ii EWACTED BY THE CENERAL ASSEMBLY OF THE STATE OF [OWA:

Section L. Section 422.2%, subsection 1, Code 1981, 1is
amendea to read as rollows:

1. Within three years atter the return is filed or within
three years after the return became due. including any
extensions of tire for filing., whichever time is the later,
the department snall examine it and determine the correct
amcunt of tax., and the amount e determined by the department
shall be tae taxs-previded-that. However if the taxpayer
cmits from 1ncome swesn an avount as will, under the Internal
Revenue Code of 1954, extend the statute of limitations for
assessment of federal tax to six years under sazd-Cede the
federal law, the period for examination and determination

ahali-pe is six vears. HNetwithstanding-the-perteds In addition

to the applicable period of limitation for examination and

determination Rerekséerc-spassfied, the department shali-have
HaK-montho-#e pay ceke an examination and deternmination at
any time within siz months trom the date of receipt by the
Aepactreent of written notice from the taxpayer of the final
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disposition of any matter whish-ewonrred-afier-the-enphration
sf-the-applivablie-perrod-of-JiniEatron-apecrfied-in-thie
sestran between the taxpayer and the internal revenue service
with respect to the particular tax year. In order to begin
the running of the six-months' period, the notice shall be
in writing in any form sufficient %o inform the department
of aweh the final disposition with respect to sueh that year,
and a copy of the federal document showing the final
disposition or final federal adjustments shall be attached
to the notice. The period for examination and determination
of the correct amount of tax shaii-be is unlimited in the
case of a false or fraudulent return made with the intent
tc svade tax or in the case of a failure to file a return.
In lieu of the period of limitation for any prior year for
which an overpayment of tax or aan elimimation or reduction
of an underpaymert of tax due for that prior year results
from the carryback to ewesh that prior year of a net operating
loss or net capital loss, the period shaid-ke is the period
of limitation for the taxable year of the net operating loss
or net capital loss which results in sweh the carryback.
The burden of proof of additional tax owing under the six-
year period, or unlinited period, shaii-ke is on the
departrent. If the tax found due is greater than the amount
paid, the department shall c¢ompute the amount due, together
with interest and penalties as provided in subsection 2, and
shall notify the taxpayer by certified mail of the total,
which ehall be computed as a sum certain 1f paid on or before
the Last day of the month in which the notice 1s postmarked,
or oh ot before the last day of the following month Lf the
notice 1s postmarked after the twentieth day of any month.
The notice shall alss inform the taxpayer of the additional
interest and penalty which will be added to the total due
if not paid on or before the last day of the applicable month.
sec. 2. This Act is applicable for all tax years for which
a final disposition of a taxpayer's federal 1ncome tax
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liability has not been resolved prior to the effective date
of this Act.

DELWYN STROMER
Speaker of the House

TERRY E. BRANSTAD
President of the Senate

I hereby certify that this bill originated in the House and
is known as House File 470, Sixty-ninth Seneral Assembly.

PAT H. HARPER
Chief Clerk of the House
Approved 45?/;/ , 1981

ROBERT D. RAY

Governecr




