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Local option sales tax has been adopted by many 
c ities and unincorporated areas in Iowa. For a 
current li st of taxing jurisdictions, call our forms 
order line. 

A local option sales tax is imposed after an e lection 
al w~ich the majority of voters favors the tax. The 
tax usually remains in effect until it is repea led ; 
however, the ordinance may include a sunset 
clause. Questions and problems regarding the 
e lection ballot should be addressed to the Iowa 
Secretary of State at (515) 281-5823. 

The rate of the local option sales tax can be up to 
I%. With few exceptions, local option sales tax 
applies whenever state sales tax applies. Local 
option sales tax does not have a complementary 
local option use tax . 

Retailers do not remit local option sales taxes with 
their semi -monthly or monthly sales and use tax 
deposits . Local option sales tax collections are 
reported and remitted with the quarterly sales tax 
return which contains local option sales tax 
reporting information. 

Retailers do not have to obtain special sa les tax 
permits in order to collect local option sales tax. 
Only the state sa les tax permit is required . 

WHAT IS TAXED? 

The amount of local option sales tax is based on 
purchase price. State sales or use tax is not subject 
to the local option sa les tax . 

Sales Tax On Goods 

The local option sales tax is imposed on the gross 
receipts from sa les of tangible personal property. 
Tax applies if "delivery" of the tan g ible personal 
property , occurs within a local option sa les tax 
juri sdiction . 

Delive ry occurs where and when physical 
possession of the property being purchased 
transfers from a retailer to a buyer. 



If any reta il e r de livers tang ible persona l property 
into a jurisd ict ion whi ch im poses the loca l opt ion 
sa les tax , the tax is due . 

However, if a re ta ile r based in a local o ption 
j urisd ictio n de livers property to a location w hi ch 
does got impose loca l option sa les tax, the tax is 
no t due. 

Whe n a purchase is made before the local opti on 
sales tax is effecti ve but de li very of the ite m is 
made afterwards in a tax ing jurisd ic ti on, the loca l 
option tax is d ue. 

Vending Machines 

The locati on o f a vending machine is the place of 
sale fo r determining if local option sales tax applies. 

Sales Tax On Services 

Loca l option sales tax is imposed on a taxable 
service if the service is rende red , furni shed , or 
pe rfo rm ed w ithin a loca l o pti o n sa les tax 
juri sdicti on. If a taxable service is substanti a lly 
performed within a tax ing jurisdictio n, local option 
sa les tax is due on the entire amo unt billed to the 
customer, unl ess the porti on of the serv ice not 
subject to tax is separately stated, separate ly billed 
and is reasonable in amoun t. If a service is billed 
fo r a peri od whi ch is partia ll y durin g a time when 
the re is no loca l o ption tax and parti a ll y dur ing a 
time when the re is a local opt ion tax, the date of 
the bill ing is used to de te rmine w hether local 
optio n tax is imposed. A ll billings d ated on and 
afte r impos it ion of the tax are subject to the tax. 

Goods Consumed 

If a person who purchases items fo r resa le or 
process in g withdraws those items from in ventory 
o r from stoc k, the purchase pri ce of the item s is 
subjec t to loca l option sales tax if the items are 
withd rawn in a tax ing jurisdi cti on . 

Construction Contractors 

O wners, contracto rs, subcontracto rs o r builde rs 
purc has in g building m a ter ia ls, s upp lies a nd 
equ ipment fo r the e recti on of buildings o r the 



a lte ration, repa ir or improvement of rea l property 
mu st pay loca l option sales tax if th ey take de ! ive ry 
in a tax in g ju risd ic tion. 

In the case of contrac tors, subcontrac tors or bu i Ide rs 
who are a lso re ta il ers, loca l opti o n sa les tax is 
im posed if they withdraw buil d ing materia ls, 
suppiies and equi pment from in ventory in a tax ing 
jurisdi ct io n fo r construct io n purposes. 

Construct ion co nt rac to rs may appl y fo r refund of 
add iti ona l loca l opti on sa les tax pa id as a res ult of 
the impos iti on of or an in crease in the rate of local 
optio n tax if the fo ll owing c ircum stances ex is t: 

I ) The additi ona l tax is pa id on tang ibl e personal 
property inco rporated into an improvement to real 
estate in fulfillm ent of a writte n co nstru c ti on 
contrac t full y exec uted prio r to the date local 
option sales tax is imposed or its rate increased, 
and 

2) The contracto r has pa id the fu 11 amount of bo th 
s ta te a nd loca l o pti on sa les tax du e to th e 
Departme nt o r to a reta ile r, and 

3) The c la im is fil ed on fo rm s prov ided by the 
De partme nt within s ix month s of the date on 
whi ch the contrac to r paid the tax. 

Th e refund is not appli ca bl e to equipm e nt 
tra nsferred unde r a mixed construc ti on co ntrac t. 

Utilities 

The address of the customer, or "subscribe r," is 
used to de te rmin e whethe r loca l o ption sa les tax is 
due on the purchase of utility services or prope rty. 
De li ve ry of gas and wate r occurs and the serv ices 
of e lectr ic ity, heat, solid was te (no n-res ide ntial 
commerc ia l), sewer (non-res identi al commerc ial), 
communication and pay te levi s ion are rende red, 
furni shed, o r pe rfo rmed at the subscriber 's address. 

Short Term Motor Vehicle Rental 

In o rde r fo r loca l option sa les tax to appl y, the 
motor vehi c le mu st be transferred to the custo mer 
in a local option jurisdicti on and payment fo r the 
renta l mu st be made in the local optio njurisdi c tion. 



WHAT IS NOTT AXED? 

• The sa le of lotte ry ti ckets or shares 

• The sale of motor fue l and specia l fue l 

• The rental of rooms subjec t to hote l/mote l tax 

• The sa le of natural gas or e lectri cal energy subject 

to a, c ity franchi se fee or user fee 

• The sa le of equipment by the State Department o f 

Transportation 

OUT-OF-ST A TE RETAILERS 

A re tail e r w ith a ph ys ica l presence (nex us) in 
Io wa who m akes de live ri es into Io wa mu st co ll ec t 
Iowa sales tax . If these tran sac ti o ns occur in a 
loca l o pti o n juri sdi ctio n, loca l o pti o n sa les tax 

al so app lies. 

Nex us inc ludes m a inta ining a wareho use in a 
local o pti o n sales ta x juri sdicti o n, havin g an agent 
in a tax ing juri sdiction e ithe r pe rm anentl y o r 
te mpora ril y, in s ta llin g prope rt y, pe rformin g 
con s tru c ti o n ac ti v iti es o r se rv ice wo rk in a 
juri sd ic tio n or regul arly de li ve ring products into a 

juri sd ict io n. 

PENALTY AND INTEREST 

If a me rc hant fa il s o r refu ses to co ll ec t local o pti o n 
sa les tax , pe na lt ies associ ated w ith the no npayme nt 
a re the same as those for s ta te sa les tax . Fa il ure to 
fil e re turn s o r to re mit tax time ly is a se ri o us 
matte r. The De partment w ill assess pe na lty and 
inte res t o n th e tax due . In addition to penalti es , 
rec urring fa ilure to fi le re turn s o r pay tax time ly 
w ill res ult in the De partme nt impos ing a bo nd o r 

revoki ng the sa les tax pe rmit. 

KEEPING RECORDS 

Reta il ers need to keep records of local o ption 
taxes gro u ped o nl y by co unty. It is no t necessary 
to mainta in records by indi v id ua l ci ty or other 

j uri sdictions. 



FOR MORE INFORMATION 

Ir yo u ha ve qu es ti ons abo ut local o pti on sa les tax, 
pl ease co ntac t us fo r more info rm a ti o n: 

Iowa Department of Revenue and Fi1 1ance 
• Taxpayer Serv ices 

P.O. Box I 0457 
Des Moines, Iowa 50306-0457 

5 15/28 1-3 11 4 

(loca l. out of state) 

1-800-367-3388 

(Iowa, Omaha, Rock Island/Moline) 

INTERNET 

h ttp: //w ww .state. ia. us/government/drf 

E-MAIL 

IADRF@IADRF.E-MAIL.COM 

COMPUTER BULLETIN BOARD 

515/281-3248 (local. ou t or state) 

1-800-972-2028 (in Iowa) 

FORMS 

Receive by mail: 

5 15/28 1-7239 (local , ou t of state) 

1-800-532- 153 I (in Iowa) 

Receive by fax: 

1-800-572-3943 (in Iowa) 

SPEAKER SERVICE 

Tax specialists are available to speak 

to your group abou t Iowa taxes. 

No charge. 

Ca ll Taxpayer Services. 
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