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A BILL FOR 
IAn Act relating to the statute of limitations on assessment 

2 of the income and franchise taxes. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

• 
23 

24 

25 

CPB·16200 2n3 

-t... 
'-l 
~ 



S.F. H.F. 

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

3 1. Within three years after the return is filed or within 
4 three years after the return became due, including any 

5 extensions of time for filing, whichever time is the later, 
6 the department shall examine it and determine the correct 
7 amount of tax, and the amount 98 determined by the department· 
8 shall be the tax7-~Fev~6e6-~aa~. However if the taxpayer 

9 omits from income s~ea an amount as will, under the Internal 
10 Revenue Code of 1954, extend the statute of limitations for 

11 assessment of federal tax to six years under sa~8-eS8e the 

12 federal law, the period for examination and determination 

13 9Ra~~-ee is six years. Ne~w~~s~aR8~R~-~e-~e~~e8s In addition 
14 to the applicable period of limitation for examination and 
15 determination fte~e~sfs~e-s~ee~f~e8, the department saa~~-aave 
16 S~K-MsR~Re-~e may make an examination and determination at 
17 any time within six months from the date of receipt by the 

18 department of written notice from the taxpayer of the final 
19 disposition of any matter wa~eR-eeeH~FeQ-a~~eF-~fte-eK~~~a~~eH 

20 e{-~e-a~~~~eaB~e-~e~~eQ-ef-~~M~~a~~eR-s~ee~f~e8-~R-~~S 
21 gee~~eH between the taxpayer and the internal revenue service 

22 with respect to the particular tax year. In order to begin 
23 the running of the six-months' period, the notice shall be 
24 in writing in any form sufficient to inform the department 
25 of sHeft the final disposition with respect to SHea that year, 
26 and a copy of the federal document showing the final 
27 disposition or final federal adjustments shall be attached 

28 to the notice. The period for examination and determination 
29 of the correct amount of tax Sfta~~-ge is unlimited in the 

30 case of a false or fraudulent return made with the intent 
31 to evade tax or in the case of a failure to file a return. 
32 In lieu of the period of limitation for any prior year for 
33 which an overpayment of tax or an elimination or reduction 
34 of an underpayment of tax due for that prior year results 
35 from the carryback to SHeft that prior year of a net operating 
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1 loss or net capital loss, the period saa~~-ae is the period 
2 of limitation for the taxable year of the net operating loss 
3 or net capital loss which results in SHea the carryback. 

4 The burden of proof of additional tax owing under the six-

5 year period, or unlimited period, saa~~-ae is on the 
6 department. If the tax found due is greater than the amount 

7 paid, the department shall compute the amount due, together 
8 with interest and penalties as provided in subsection 2, and 
9 shall notify the taxpayer by certified mail of the total, 

10 which shall be computed as a sum certain if paid on or before 
11 the last day of the month in which the notice is postmarked, 
12 or on or before the last day of the following month if the 

13 notice is postmarked after the twentieth day of any month. 
14 The notice shall also inform the taxpayer of the additional 

15 interest and penalty which will be added to the total due 
16 if not paid on or before the last day of the applicable month. 
17 Sec. 2. This Act is applicable for all tax years for which 
18 a final disposition of a taxpayer's federal income tax 
19 liability has not been resolved prior to the effective date 
20 of this Act. 
21 EXPLANATION 
22 The bill corrects an oversight in House File 2132 which 
23 was enacted in 1978. House File 2132 was enacted to more 
24 closely align the state and federal periods of limitations 
25 in regard to income taxes due. That bill .as enacted gave 
26 the department of revenue an extended period of limitation 
27 to examine and determine the tax due of six months after a 
28 final disposition of any income tax matter between the IRS 
29 and the taxpayer, provided the final disposition occurred 
30 after the applicable three or six-year period of limitation. 
31 Because the additional six-month period of limitation is 
32 available only if such final disposition occurs after the 
33 applicable periods of limitation, the department of revenue 

34 could have less than six months to audit after such final 
35 disposition if it occurs within the three-year or six-year 
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1 period of limitation. This bill remedies this situation so 

2 that the department will have at least six months to audit 

3 a return involving a tax matter between the IRS and the 

4 taxpayer. 

5 The bill takes effect July 1 following its enactment and 

6 applies to tax years for which a final disposition of a 
7 taxpayer's federal income tax liability has not been resolved 

8 prior to the effective date. 
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AN ACT 

RELATrNG TO TIfF. STATUTE OF LIMITATIONS ON ASSt:SSMENl' OF ret: 

INCC:-tE AND FRANCHI S;;; ·;AXF.S. 

BE :.~ t;l"';::;TED 8'i THE G}o:Ni-:RAL ASSEMBLY OF TIlE STATE OF" CO'''',,: 

SCCU.OIl 1. Sectlon 422.2S, subsection 1, Cod~ 1981. i!l. 

amenoea t..o read as follo .... s: 

1. Within three y~~dn, after t.he return is filed or .... lthU\ 

three years Clfter t.hf! r ~turn bp.ca.rne due, including any 

extensions of ti.TrC for flling. whlchevel' lime is the later, 

the depdrtment snaIl exallHne it and d~:tenline lh~ co.t:r~ct 

amc\;)\l o! tax, and t.lle amount. 80 determined by the department 

shall be l.ne tax,.-rH·ovHleEi-f;)ult..:....... Ho .... eve..!. if the taxpay~r 

cmits fro:n l!).come I!'~t!" an an-.ount as w111. under the lntctned 

Revenue Code of 1951. ex"!.end the statute of limltations for 

dSl.>essrt\ent of fedlOl'al tax lo six years undel' IH'lHI-€8~4!' !:.-~'! 

f~qc.;·.:!.~~.,,:!:, Uw pe:-lod for exanin!ltion ar.d determinati.on 

aha!.-sE! is six ye,us Het...,.,hU.al"la.J\fj-tile-pe •• ,,"e tt:"! addltion 

.to the ilppl~cable .P.!!'.Liod of l:.mit.ation fot" exa:nination and 

deterli~ination hel'e~~tert!-tt,eetf~ed. the depart.rnent ak~l.-have 

fUI(-M.I'l4!;k.,,-~e ~ r.ake an exami.nation and deteI':ninatlon II 
~}"._t_L~.e within six ~.9f1.!-J~.§. fron the date of t"eceipt by the 

d'!':pa.:.lI"'~il.t of IJrltten nOllce from t.ile ldxpayer of the final 
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dl.SpoS i t1 on of any alA t te t' ... ft;'eh-e~tnll!'!'e~-ltf"""-tke-e"JI'''~4'-teft 

ef-tAe-appt.~a~le-,e •• e6-ef-.t~tta~left-8pee~fie~-*ft-~ftte 

eeet!;,e" between the taxpayeI' and the lnternal l'evenue service 

with respect to t.he pdrticul,l:" tax yt~ar. In ol'dtH' t.o begin 

the running of the six-months' penod. the notice shall be 

10 'Jriting in a.ny !Oltro sufficient to inforll'l the dcpclrtlnent 

of e~eA the final dispo~ition with respect to a~eh that year, 

and a copy of the federal document showing the final 

disposition or final federal adjus~ents shall be attached 

to the notice. The period for f'!xarnination and determina.tion 

of !:.h.~ correct amClunt of tax .htlH-~e !E unllC'llted 1n the 

case of a false at fraudulent: return made .... i th the lntent 

tc e':ad~ t~~ or In the c<~se- of a f,lilure to file are-turn. 

In lieu of the penod of limitation fOI' any prior year for 

.... hich it" overpayrJier,t. of tax or an elim ... nation or reduction 

of an underpaymert of tax due fOI' that prior year resul ts 

from t.he caI'ryback to etllek that prior year of a net operating 

loss or net capital loss, the period .~all-he is the period 

of lUnitat,ion fOl' the t.axable year of the net operat.ing loss 

?r net capital 10S6 which l'esults In IIUleft the carryback. 

The burden of PI'OO! of additional tax o .... ing under the six­

year pet" lod. or unllnl ted pcnod. eftail-Be is on the 

departsr.ent. If tlle tax found dUE: is greatcr than the amount 

pald. the department shall conpute the amount due. together 

with interest and penalties as provided in subsection 2. and 

Sh,lll notify the taxpayer' by certified mail of the total. 

which shall be computed as a sum certain lf paid on or before 

tJ\C last day of the montil in .... hich the notice is postmarked, 

or on or before U\e last day of the fo11owlng ttonth if tile 

notlce is postmarked after the twenlleth day of any month. 

The n0~ice shall also inforn the taxpayer of the additional 

intet'est "nd penalty .... hlCh will b~ added t.o the total due 

if not paid on or before the last. day of t.he applicable month. 

Sec, 2. This Act is appllcable for all tax years for which 

a final disposition of a taxpayer I s federlll incol:le 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 General Assembly. 

PAT H. HARPER 

Approved 
_I Chief Clerk of the House 

_-,,~,=-+p..!..I!.-/ __ , 1981 

ROBERT D. RAY 
Governor 


