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DISCLAIMER
Please be advised that the information in this presentation is an informal opinion 
and is only applicable to the factual situation referenced and to the statutes in 
existence at the time of issuance.  
The SBDC or the Iowa Department of Revenue (IDR) could take a contrary position 
in the future to what is stated today.  Any oral or written opinion by IDR personnel 
not pursuant to a Petition for Declaratory Order under Iowa Administrative Code 
rule 701-7.24 is not binding upon IDR.  



TAX RATE
» 6% State sales tax rate
» 1% Local Option Sales Tax (LOST) for applicable Iowa counties and cities

» Important Rules:
» Tax cannot be paid by the retailer
» Sales tax can be included in the total sales price if posted. 

Presenter
Presentation Notes
Examples of when sales tax is commonly included:  movie theaters, bars



NEXUS
Q:  What is nexus?
A:  The connection between a seller and the state that requires the seller to register 
then collect and remit sales tax in a state. 

» There are two types of nexus:
-Physical
-Economic



PHYSICAL NEXUS

What Creates Physical Nexus?
• An office, warehouse, or other business property in Iowa
• A representative located in Iowa permanently or temporarily
• Installation of products in Iowa
• A construction contractor performing a contract in Iowa
• Service work performed in Iowa
• Delivery of products by your own trucks in Iowa
• Leases of tangible personal property in Iowa

Presenter
Presentation Notes
A representative could be an employee of either the business or an independent contractor.Example of delivery of products- furniture stores.  Physical nexus is not created if product is shipped via common carrier such as FedEx, UPS, or USPS



ECONOMIC NEXUS
What creates economic nexus?
» Remote sellers that have $100,000 or more of gross revenue from Iowa sales
» Marketplace facilitators that make or facilitate $100,000 or more of gross 

revenue from Iowa sales
» The sales threshold does not apply to sellers with physical presence in Iowa. A 

seller, marketplace facilitator, or other retailer with physical presence in Iowa 
must collect and remit Iowa sales tax and LOST even if the $100,000 threshold 
has not been met.

Presenter
Presentation Notes
701-215.2



ECONOMIC NEXUS (CONT.)
Exceeding the $100,000 threshold

• Once a remote seller or marketplace facilitator exceeds the $100,000 during 
a calendar year, they must collect sales and LOST on the first day of the next 
calendar month that starts at least 30 days from the day they first exceed the 
sales threshold.  Tax must continue to be collected through the end of that 
calendar year and through the entire next calendar year.

Example:  A remote seller did not exceed the sales threshold in 2019.  On 
September 14, 2020, they exceed the threshold for the first time.  They must 
register to collect Iowa sales tax and begin collecting on November 1, 2020.  
They must continue to collect through at least December 31, 2021.  Sales 
volume in 2021 and later years will determine whether they must collect and 
remit after December 31, 2021.
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Presentation Notes
If a remote seller or marketplace facilitator without physical presence in Iowa did not exceed the sales threshold for the prior year so did not have a sales tax collection requirement, but exceeds the sales threshold in the current year, they must collection sales and LOST on the first day of the next calendar month that starts at least 30 days from the day they first exceed the sales threshold.  Tax must continue to be collected through the end of that calendar year and through the entire next calendar year. Retailers registered and collecting who fail to meet or exceed sales threshold. Ifa retailer is registered to collect Iowa sales tax and applicable local option sales tax and collects in year1 and fails to meet or exceed the sales threshold in year 2, the retailer must still collect all applicablesales taxes in year 2. If the retailer does not meet or exceed the sales threshold at any point in year 2,the retailer is not required to collect and remit Iowa sales tax or applicable local option sales tax in year3. However, if a retailer is registered to collect, the retailer must continue collecting regardless of theimpact of the sales threshold. A retailer that falls under the sales threshold may either submit sales taxreturns demonstrating it did not collect tax until a time in the future when the retailer meets or exceedsthe sales threshold or cancel its sales tax permit if it wishes to cease collecting. If the retailer meets orexceeds the sales threshold at any point thereafter, the retailer would need to register again in accordancewith 701—Chapter 13 and begin collecting in accordance with this chapter.EXAMPLE: Company S, a remote seller, exceeds the sales threshold on June 25, 2019. S must collectIowa sales tax and applicable local option sales tax beginning August 1, 2019, and must collect for allof 2020. S does not meet or exceed the sales threshold in 2020. S is not obligated to collect sales tax onJanuary 1, 2021. S may cease collection and cancel its sales tax permit effective January 1, 2021.



SALES TAX PERMIT REQUIREMENTS
» Any business with nexus (physical or economic) in Iowa must register for a sales 

tax permit and collect Iowa sales tax and any applicable local option sales tax 
(LOST)



MARKETPLACE FACILITATORS
What is a marketplace facilitator?
• Provides infrastructure (listing the product on the marketplace, communicating 

offer or acceptance of a sale, providing the physical or electronic marketplace) or 
support (customer service, fulfillment of storage services) for retail sales to 
occur; and

• Collects the sales price, processes payments, or receives compensation from the 
sale



Marketplace Facilitators (cont)
Who collects and remits Iowa sales tax on marketplace sales?
• The $100,000 sales threshold applies to marketplace facilitators also
• The Iowa sales volume of the marketplace seller itself does not matter

Example: Marketplace M is a marketplace facilitator that collects Iowa sales tax and 
applicable local option sales tax on Iowa sales facilitated through M's 
marketplace. Seller S lists soccer balls for sale on M's marketplace. A purchaser in 
Iowa buys a soccer ball listed by S on M's marketplace. The soccer ball is delivered 
to the purchaser's home address in Iowa. M must collect Iowa sales tax and 
applicable local option sales tax on the sale of the soccer ball. The outcome is the 
same regardless of whether S is located in Iowa and regardless of S's Iowa sales 
volume.



Marketplace Facilitators (cont)

Sellers that only make Iowa sales through a marketplace that collects 
Iowa sales tax:
• If a marketplace seller only makes retail sales in Iowa through a 

marketplace and the marketplace facilitator collects Iowa sales tax, 
the marketplace seller does not need to obtain an Iowa sales tax 
permit or file Iowa sales tax returns.  Iowa sales tax will be reported 
and paid on a sales tax return filed by the marketplace facilitator. 



Marketplace Facilitators (cont)
Sellers located outside of Iowa that make both marketplace and non-
marketplace Iowa sales:
If a remote seller makes marketplace and non-marketplace (i.e. the remote seller’s 
own website or catalog) sales into Iowa, the remote seller must add the total gross 
revenue from marketplace and non-marketplace sales to determine whether the 
seller must collect Iowa sales tax and applicable local option sales tax on non-
marketplace sales.
Example: Seller B has $400,000 in gross revenue from Iowa sales. Seller B makes 
$325,000 of these sales through a marketplace facilitator that collects Iowa sales 
tax and applicable local option sales tax. The remaining $75,000 in gross revenue 
comes from sales made through Seller B’s website. Seller B must collect and remit 
Iowa sales tax and applicable local option sales tax on the $75,000 in sales made 
through Seller B’s website. On its Iowa sales tax return, Seller B should report 
$400,000 in gross sales, but Seller B may take a deduction of $325,000 for sales on 
which the marketplace collected Iowa sales tax and applicable local option sales 
tax.



Marketplace Facilitators (cont)
Marketplace sales by a retailer with a physical presence in Iowa:
Retailers with physical presence in Iowa that make both marketplace and non-
marketplace (the seller’s own store, website, or catalog) Iowa sales must collect 
Iowa tax regardless of the gross revenue.  The small remote seller exception does 
not apply to sellers with a physical presence in Iowa.
Example: Seller C is an Iowa-based business, with property and personnel located 
in Iowa. Seller C has $80,000 in gross revenue from Iowa sales. Seller C makes 
$10,000 of gross revenue from Iowa sales through a marketplace facilitator that 
collects Iowa sales tax and applicable local option sales tax. The remaining $70,000 
in gross revenue comes from Iowa sales made directly through Seller C from its 
physical location in Iowa. Seller C must collect and remit Iowa sales tax and 
applicable local option sales tax on the $70,000 in non-marketplace sales. On its 
Iowa sales tax return, Seller C should report $80,000 in gross sales. Seller C may 
take a deduction of $10,000 for sales on which the marketplace collected Iowa 
sales tax and applicable local option sales tax



SHIPPING OUT OF STATE

Iowa retailers shipping products out of state will not collect and remit Iowa sales 
tax on the sale.  The Iowa retailer will want to research the laws in the other state 
to determine whether they have an obligation to collect the other state’s tax.
All sales should be reported on line 1 of the Iowa sales tax return, and then an 
exemption for any sales shipped out of state should be claimed as an Exemption for 
Interstate Commerce. 



IOWA TAX PERMITS
» Applications for all permits are on the Department’s website:
https://tax.iowa.gov/businesses/business-permit-registration

» It is illegal to make taxable sales without a permit
» Each retail location must have its own permit
» Once issued, a permit is effective until it is canceled by the retailer or revoked 

by the Department
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Presentation Notes
Registration:  You have the option to complete either the online or a paper registration.  Once the registration has been processed, IDR will mail your permit number and Business eFile Number with instructions on file and remit payment using the Department’s eFile & Pay system.Cancellation:  It’s very important to cancel the permit if your business closes. The Department will continue to expect returns to be filed if return is still active and if no returns are filed, estimated billings will be issued. 

https://tax.iowa.gov/businesses/business-permit-registration


SALES TAX
Sales tax must be collected when a sale is sourced to Iowa:
» If the purchaser first possesses the product in Iowa;
» If the product is delivered to Iowa;  or
» If the service is first used in Iowa

» Sales tax is paid by the final consumer and collected by the retailer.  It is then 
remitted to the state by the retailer.



WHAT IS TAXABLE?
» All tangible personal property, specified digital products, or enumerated services 

unless a specific exemption has been written into law.
» Common taxable services include:

» Appliance repair, cosmetology, electrical repair or installation, janitorial, lawn 
care and landscaping, interior decorating, and photography.

» Exemptions for taxes include:
» Services performed on or connected with new construction, reconstruction, 

alteration, expansion, or remodeling of a building or structure
» Services performed for an employer
» Items purchased for resale



LOCAL OPTION 
SALES TAX



LOCAL OPTION SALES TAX (LOST)

» Retailers (including remote sellers) and marketplace facilitators required to have 
an Iowa sales tax permit must collect state sales tax and applicable local option 
sales tax on all taxable Iowa retail sales.

» LOST is an additional 1% sales tax that can be imposed by Iowa counties and cities
» Applies when taxable sales are sourced to a jurisdiction imposing the tax
» Does not require a special permit to collect
» Generally applies to the same sales that are subject to sales tax

» Find jurisdictions with LOST using the Sales Tax Lookup tool at:
https://tax.iowa.gov/iowa-local-option-tax-information

https://tax.iowa.gov/iowa-local-option-tax-information


USE TAX



USE TAX
» A 6% tax is imposed on the use of tangible personal property, specified digital 

products, and services in Iowa
» Use tax is generally due in two situations:

» When a retailer should have collected sales tax and did not, the purchaser 
owes use tax

» Certain transactions are exempt from sales tax but subject to use tax (i.e. 
airplanes)

» Use tax may be:
» Collected by the retailer and remitted to the state (retailer’s use)
» Remitted to the state directly by the purchaser (consumer’s use)



PAYING USE TAX
» Businesses and individuals making taxable purchases on a regular basis should 

apply for a consumer’s use tax permit.
» Businesses with a sales tax permit can report purchases subject to consumer’s 

use tax on line 2, Goods Consumed, of the quarterly sales tax return.
» There are two additional options for occasional payment of consumer’s use tax:

» eFile & Pay-you can pay consumer’s use tax electronically on our website, 
even if you don’t have a sales tax or consumer’s use tax permit

» Consumer’s Use Tax Worksheet- a fillable online worksheet to report 
consumer’s use tax and mail with a check



FILING 
INFORMATION



FILING FREQUENCIES
Filing frequency is based on the amount of tax expected to be remitted:

Annually
» Less than $120 tax per year
» One return filed for the calendar year
» Return and payment due on or before January 31 following each calendar year

Quarterly
» More than $120 but less than $6,000 tax per year ($30-$1,500 per quarter; 

$10-$500 per month)
» File a quarterly return for each calendar quarter
» Return and payment due on or before the last day of the month following each 

calendar quarter



FILING FREQUENCIES (CONT.)
Monthly
» More than $6,000 but less than $60,000 tax per year ($500 - $5,000 per month)
» File deposits for each of the first two months of the calendar quarter which are due on or before the 20th of the 

following month
» No monthly deposit for the third month of the quarter.  Instead file the quarterly return with the payment for the 

balance of tax due for that quarter, due on our before the last day of the month following each calendar quarter.

Semi-Monthly
» More than $60,000 tax per year (more than $5,000 per month; more than $2,500 semi-monthly)
» File deposits twice each month electronically

» 1st deposit- for the period from the 1st through the 15th; due on or before the 25th of that month
» 2nd deposit- 16th through the end of the month; due on or before the 10th day of the following month
» A deposit is not required for the final (6th) semi-monthly period of each quarter 

» Also file the quarterly return
» Return and last (6th) deposit of quarter- due on or before the last day of the month following each calendar 

quarter
NOTE:  The first semi-monthly deposit for the following quarter is due before the final (6th) deposit for the 
preceding quarter



FILING RETURNS & MAKING PAYMENTS
» Iowa Sales & Use Tax returns are filed electronically through eFile & Pay
» You will always need your Business eFile Number (BEN), User ID, and Password





LOGGING IN



UPDATING 
ACCOUNT 

INFORMATION



CHANGING A PERMIT
If a business has any of the following changes, the Iowa Department of Revenue 
needs to be notified:

» Business Name
» Physical Location
» Mailing Address
» Corporate Officers, Partners, or Responsible Party Change
» Request a change in filing frequency
» Reinstate a permit that has not been revoked

Presenter
Presentation Notes
On physical location: For sales tax, if your new location is in a different county than originally established, the owner must cancel the original permit and complete the online business registration process to establish a new permit.On corporate officer change:  Permits are not transferable from one owner to another.  If the business owner changes, the owner must cancel the original permit and the new owner must apply for a new one.



CHANGING A PERMIT
Visit the Business Permit Registration page by selecting I Need To… Change or 
Cancel a Permit



CHANGING A PERMIT

And select 
Change a Permit

Presenter
Presentation Notes
If you need to update the responsible parties or business location within the same county, you will need to use the Iowa Business Tax Change Form.  If your business location address is moving from one Iowa county to another,  from Iowa to out of state, or from out of state to Iowa, you will need to cancel the current permit and apply for a new one.



TWO WAYS TO UPDATE
Update Online: Paper Form:



CANCELLING A PERMIT
» A permit is effective until it is cancelled by the owner or revoked by the 

Department.  
» If a business is being closed, all active permits must be cancelled.

Presenter
Presentation Notes
Cancelling the permits is important because the Department assumes since the permits are still active, the business is still operating and will expect returns and applicable payments to be filed.  If returns aren’t received, the Department will issue estimated billings for the missing returns. 



CANCELLING A PERMIT

Presenter
Presentation Notes
The online cancellation is the same as the business change 



POWER OF ATTORNEY
If you plan to use a third party such as an accountant or attorney to assist with your 
business, complete an Iowa Power of Attorney form at the time you apply for your 
tax permit(s).  

The Department will not disclose confidential information to anyone other than 
those individual listed as responsible parties on the Business Tax Registration Form 
without a valid Power of Attorney on file.



SUBSCRIBE TO UPDATES



SUBSCRIBING

Topics Include:
» Newsroom
» Tax Information
» eFile & Pay
» Due Date Reminders
» Electronic Filing
» Economic, Fiscal, and Statistical Information



Questions? 

Lisa Casper
SBDC Business Tax Counselor

Email:  sbdcrevenue@iastate.edu



CONTACT IOWA DEPARTMENT OF REVENUE

Taxpayer Services
Phone:  800-367-3388 or 515-281-3114

Email: idr@iowa.gov

mailto:idr@iowa.gov


@IowaRevenue Iowa Department 
of Revenue 
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