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Foreword
Each fiscal year, July 1 to June 30, the Iowa Department of Revenue publishes a quarterly Retail Sales
and Use Tax Report for each of the four quarters ending September 30, December 31, March 31, and
June 30. This Retail Sales and Use Taxes Annual Report encompasses data for all four fiscal year 2020
quarters, covering sales between July 1, 2019 and June 30, 2020. Quarterly statistical summaries are
also provided on the Department’s website.
Tax Collection Distributions: In FY 2020, $3.1 billion in tax was reported on sales and use tax quarterly
and annual returns filed with the Department of Revenue (see Table 1). Of that tax, 76.1% was reported
on retail sales tax returns, 18.4% on retailer’s use tax returns, and 2.4% on consumer’s use tax returns
and 3.2% on Remote Seller returns (see Figure 1). There was a decrease in the share associated with
retail sales and consumer use sales (remitted by taxpayers who purchase from retailers with no nexus),
while there was an increase in the share associated with retailer’s use sales (remitted by retailers
located outside of Iowa with physical nexus) over last year. The remote sellers (remitted by retailers
located outside of Iowa that do not have physical nexus in the state) is a new category that began in
January 2019. The data recorded on sales and use tax returns and aggregated in this report only reflect
the fiscal year in which the economic activity occurred. In contrast, fiscal year cash receipts include
payments that represent economic activity in other fiscal years; thus numbers in this report do not
equal cash receipts.
Retail Sales Tax Summary: This section contains a brief history of the development of the Iowa retail
sales tax, listing some major legislation that changed the Iowa sales tax base. The remaining pages of
the section present various retail sales tax statistics.
Retail sales activity by type of business is classified using the 2007 North American Industry Code
Classification System (NAICS). In 1999, the Department of Revenue converted many of the 1987
Standard Industrial Classification (SIC) codes to the appropriate four digit NAICS code. Where an exact
match was not possible, the Department attempted to match as closely as possible with the NAICS
codes. These tables match presentations of sales and use tax data in prior annual reports. However,
between the fourth quarter of fiscal year 2013 and the first quarter in fiscal year 2014 the Department
reviewed the business class codes assigned to retailers in the sales and use tax database. In that review,
approximately 12 percent of retailers were reassigned to a different business class code to more
accurately reflect the type of business in which the business is engaged. These business classes
comprise the business groups presented in several tables, thus these reassigned classes impact tables
where data are presented by business group. In addition, the Convenience Stores and Gas Stations
business class was moved from the Motor Vehicle group to the Food Dealers group. These changes
make data in this report not comparable to reports from FY 2013 or prior years. However, the
Department has updated historical taxable sales data to be consistent with the current business groups
and posted data by county from FY 2000 through this quarter on data.iowa.gov.
Retail Sales Tax Statistics: This section contains various looks at retail sales tax data including taxes by
city population, filing frequency, and taxable sales (see Tables 2 through 8).
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The following retail sales tax data are included in the MS Excel file: (1) “Retail Sales by County” provides
total returns filed, taxable sales and computed tax as well as a count of unique establishments in the
county filing at least one return during the fiscal year. (2) “Retail Sales by County and City” provides
data for all cities in Iowa where at least 10 permits filed during the fiscal year. The “Other” category
provides data for all cities in each county not satisfying the minimum permit requirement and any
retailers located in unincorporated areas. (3) "Retail Sales by County and Group” provides data by 12
business groups for each county. Breakouts are provided for each business group within a county
where at least 5 or more permits filed in a fiscal year. An "S", representing "Suppressed", is used for
any business group that does not have at least 5 permits. (4) "Retail Sales by Business Classification"
provides state-wide data by the 12 business groups further broken out into 82 business classifications.
In order to protect the confidentiality of individual businesses, information for any business
classification with less than 10 permits filed during the fiscal year are aggregated and put in the
"Unclassified" category in the "Miscellaneous” group.
Use Tax Summary: This section begins with a history of the development of the Iowa Use Tax followed
by a summary of the various types of use taxes.
Use Tax Statistics: This section contains retailer’s use and consumer’s use tax receipts in Tables 9
through 11.
The spreadsheet contains the following use tax data (1) “Retailer’s Use by Business Class” provides
sales by out-of-state retailers to Iowa taxpayers by the 12 business groups further broken out into 82
business classifications. In order to protect the confidentiality of individual businesses, information for
any business classification with less than 10 permits filed during the fiscal year are aggregated and put
in the "Unclassified" category in the "Miscellaneous” group, (2) “Consumer’s Use Tax by Business Class”
provides purchases by Iowa taxpayers by the 12 business groups further broken out into 82 business
classifications. In order to protect the confidentiality of individual businesses, information for any
business classification with less than 10 permits filed during the fiscal year are aggregated and put in
the "Unclassified" category in the "Miscellaneous” group, (3) “Consumer’s Use Tax by County” provides
total returns filed, taxable sales and computed tax on returns filed by taxpayers making taxable
purchases out-of-state for use in Iowa during the fiscal year. In addition, a summary of Local Hotel and
Motel Tax Receipts by jurisdiction and Motor Vehicle Use Fees reported by County Treasurers are also
included.
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Glossary

BUSINESS CLASSIFICATION

Business classifications are based on the major type of activity
performed by the business. As a result, business classifications
may include sales other than normally suggested by the class
title. Classifications are based on the 2007 North American
Industry Classification System (NAICS).

BUSINESS GROUP

Consolidation of related business classifications into 12 broader
business groups.

COMPUTED TAX

The applicable tax rate times the taxable sales.

CONSOLIDATED FILER

A business with multiple locations in Iowa that aggregates sales
tax data over all the locations and files a single sales tax return
per quarter.

NUMBER OF RETURNS

A count of all quarterly or annual returns filed by a combination
of consolidated and nonconsolidated filers during the fiscal year.
When state-level data is presented, the number of returns
counts each consolidated filer as one return. When county-level
and business classification data is presented the number of
returns counts each consolidated location separately.

NUMBER OF
ESTABLISHMENTS

An establishment is each unique location where business is
conducted that filed at least one tax return during the fiscal year.
However, the number of establishments includes each separate
location of a consolidated filer even if only one return was filed
for all of those locations.

OTHER

Includes all businesses located in unincorporated areas of a
county and those cities with less than 10 permits filed for the
annual report.

TAXABLE SALES

Gross receipts plus the value of taxable goods and services
consumed by the business that were purchased tax exempt,
minus the amount of tax exempt sales.

UNCLASSIFIED

Includes all businesses where less than 5 permits filed for the
applicable business classification during the fiscal year. These are
included in the "Miscellaneous" business group.
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History of Iowa Retail Sales Tax
A 6 percent tax is imposed on the gross receipts received from the retail sales of tangible personal
property in Iowa and from receipts received for the performance of certain taxable services in Iowa.
The amount of gross receipts is adjusted by adding the value of goods consumed by businesses that
were purchased tax exempt and subtracting the amount of any exempt sales.
The Iowa sales tax was first imposed in 1934 at the rate of 2 percent. The tax was imposed only on the
gross receipts received from the sale of tangible personal property; the sale of metered gas, electricity,
water, and communication services; and the sale of admissions to places of amusement or athletic
events. The tax was set to sunset in three years. On April 1, 1937 the tax was made permanent and a
use tax was imposed. On July 1, 1955 the rate was increased to 2.5 percent. The rate was dropped back
to 2 percent on July 1, 1957 but was increased to 3 percent effective October 1, 1967. The rate was
increased to 4 percent on March 1, 1983, and to 5 percent on July 1, 1992. The most recent increase
to 6 percent was effective July 1, 2008. The one percent increase to 6 percent is dedicated to school
infrastructure and property tax relief, but is set to be repealed December 31, 2029.
Since 1934 there have been many changes to the Iowa sales tax base. Some of the major sales tax base
expansions are listed below:


April 24, 1947: Retail sales tax was imposed on sales of all forms of amusement devices
and commercial amusement enterprises.



January 1, 1966: Extended tax to hotel and motel rooms.



October 1, 1967: Extended tax to certain services.



July 1, 1971: Sales of all vehicles subject to registration were made subject to use tax.



July 1, 1985: An exception to the exemption for food for human consumption was made
for candy, candy-coated items, certain beverages, and certain prepared food.



January 1, 2019: Senate File 2417 expanded the sales and use tax base to include
additional types of items and services, including digital goods, ride sharing, subscription
services, online sellers, online marketplaces, and online travel company websites. In
addition, Senate File 2417 imposed new requirements for the collection of sales and use
tax on online marketplace facilitators and out-of-state retailers.

Some of the major exemptions are listed below:


July 1, 1974: The sales of food purchased for home consumption, prescription drugs,
and medical devices were exempted.



July 1, 1979: Sales by cities and counties were exempted except utility services.



July 1, 1987: Purchases of certain farm and industrial equipment and machinery were
exempted.



January 1, 2002: Phase out of Iowa sales tax on residential utilities was passed at a rate
of 1 percent per year until the phase out was completed January 1, 2006.
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Year in Review
Summary of FY 2020 Annual Retail Sales Tax Data
Total retail sales computed tax on returns filed for the fiscal year ending June 30, 2020 was $2,391.5
million, a 0.23 percent decrease from the $2,396.4 million computed in fiscal year 2019 (see Figure 2).
The number of quarterly and annual returns filed decreased from 297,948 in fiscal year 2019 to 297,605
in fiscal year 2020, a 0.12 percent decrease (see Table 7).
Summary of FY 2020 Quarterly Retail Sales Tax Data
Due to the Covid disruption, June quarterly sales were down from previous years. The December
quarter had the most computed tax, 26.9 percent of the 2020 fiscal year total, with the September
quarter second at 26.8 percent (see Table 2).
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History of Iowa Use Taxes
Effective July 1, 2008, Iowa raised the use tax to 6 percent of the purchase price of tangible personal
property which is purchased outside of Iowa for use in Iowa. The tax is also owed on taxable services
purchased outside of Iowa when such services or the result of such services are used in Iowa.
A use tax was first imposed in Iowa in 1937 in conjunction with the permanent adoption of the sales
tax. Since its adoption, the development of the use tax has generally paralleled that of the sales tax
both in terms of tax base and rates. Credits are provided, however, against the amount of use tax due
in Iowa for any sales, use, or occupational taxes paid to another state.
Iowa use tax is collected under two complementary use taxes: Retailer’s Use Tax and Consumer’s Use
Tax. Beginning July 1, 2008 the Motor Vehicle Use Tax was replaced with a one-time registration fee
on new and used vehicles.
(1) Retailer’s Use Tax is collected by registered retailers from the purchaser on the sale of all taxable
tangible property and services. Retailers located outside of the State who maintain a place of business
in Iowa are required to register with the Department of Revenue and collect the tax on all sales made
into Iowa.
(2) Consumer's Use Tax is paid by individuals or businesses that purchase taxable goods or services
outside of Iowa for use in the State. Individuals or businesses that regularly purchase taxable goods or
services of property on which the tax has not been paid are required to file a quarterly Consumer’s Use
Tax return in conjunction with payment of the tax. Individuals who make occasional taxable purchases
for use in Iowa are also required to remit Consumer’s Use Tax, but do not need to register for a use tax
permit.
(3) A 5 percent one-time registration fee is imposed on the sale of new and used motor vehicles which
are subject to registration in Iowa. The tax is imposed on the taxable price which is the delivered price
less cash discounts and the value of any traded property. Payment of the tax is made to the County
Treasurer where the vehicle is registered. Credits are also provided for sales or use taxes paid on motor
vehicles to other states.
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