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PROPOSED DECISION 

The hearing in this case was held on March 16, 2020.  Daniel Dystra and Bryan Shusterman appeared 
on behalf of Mark Godfredson (“Godfredson”).  Katherine Penland and Stephen Sullivan appeared on behalf 
of the Iowa Department of Revenue (“IDR”).  The entire administrative file, including the submitted exhibits, 
was admitted into the record, and witness testimony was received.  The final closing briefs were submitted on 
May 11, 2020, and the matter is now fully submitted. 

FINDINGS OF FACT 

On April 6, 2007, Godfredson formed a Montana limited liability corporation called MG Trucking, 
LLC (“MG Trucking”).  Tr. at p. 20; Ex. H, at DOR-3.1  At all relevant times, Godfredson was an Iowa 
resident with a second residence in Arizona.  Tr. at p. 47.  The identified principal place of business for MG 
Trucking was a Montana address that was the office of the attorney assisting Godfredson.  Tr. at p. 30; Ex. H, 
at p. DOR-3.  The purpose of the business, as listed in its Articles of Organization, was “to acquire, by 
purchase, lease, or otherwise, any real and/or personal property to maintain such ownership and to manage 
such real and/or personal property and to dispose of it, in any manner.”  Ex. H, at DOR-3.   

At the hearing, Godfredson testified the more specific purpose of the company was to buy, sell, and 
store “collectible vehicles.”  Tr. at p. 20.  He was the manager, and the business was involuntarily dissolved in 
2014.  Id.  It had no employees.  Id., at p. 22.  MG Trucking submitted annual reports to the State of 
Montana, and no records of annual meetings were kept.  Id., at p. 22.  Of note, Godfredson’s initially testified 
annual meeting notes were kept, but he later clarified this during cross-examination.  Compare id., at p. 22 
with id., at p. 29.  Further, MG Trucking did not have any bank accounts, and it kept no financial statements 
or balance sheets.  Id., at p. 28.  It was a disregarded entity for tax purposes, and all activities were shown on 
the personal tax returns of Godfredson.  Ex. D, at p. 18. 

The only assets the company owned during its existence was five vehicles.  Id., at p. 28. The five 
vehicles were: (1) a 1997 Prevost motorhome purchased with financing from an Iowa bank on April 6, 2007 
and traded off in 2013; (2) a 2007 Corvette purchased in 2008 and ultimately registered in Arizona in 2014 in 

1 All evidence was considered in making each finding of fact.  The citations to the record should be viewed as a guide to 
the more pertinent portions of it and not an exhaustive list of every piece of evidence supporting a finding. 

Note: The appeal period has expired, pursuant to Iowa Admin. Code rule 701-7.17(8)(d) the Administrative Law Judge’s 
proposed decision is adopted as the final decision by the Department.
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Godfredson’s name; (3) a 2004 Mercedes Benz purchased in 2011 and sold 2012; (4) a 2001 Prevost 
motorhome purchased in 2013 with financing from an Iowa bank that was eventually registered to 
Godfredson in Iowa in 2018; and (5) a 2014 Mustang purchased in June of 2013.  Id., at pp. 21, 31-32, 44.  In 
each instance, MG Trucking registered the vehicle upon purchasing it in its name in another state, and no 
registration fees were paid to the State of Iowa at the time.  Id.; Ex. A, at DOR-15.  MG Trucking never made 
any profit on the vehicles, and both Godfredson and his girlfriend routinely used these vehicles for personal 
use without paying MG Trucking for the use.  Id., at pp 28, 48-51. 
 
 At some point, the State of Iowa received an anonymous letter requesting it investigate Godfredson 
and MG Trucking because the author of the letter felt the company was being used as a tax “scam.”  Ex. G, at 
DOR-10.  The Tribunal will note the anonymous letter has no independent weight given the credibility of its 
author is not known, but the letter did trigger an investigation.  Tr. at p. 81.  The ensuing investigation found 
that MG Trucking was a “shell” company being used by Godfredson to avoid paying registration tax on the 
five vehicles.  Exs. A, at DOR-15; G, at DOR-37.  On March 2, 2018, IDR issued a letter stating Godfredson 
owed $59,531.77 in unpaid registration fees and penalties under Iowa Code section 321.55.  Id.  Godfredson 
paid the taxes and sought a refund, which was denied in an April 19, 2018, letter from IDR.  Ex. A, at DOR-
1.  Godfredson appealed the denial, triggering the present proceeding. 
 
 At the hearing, IDR indicated it was not seeking certain penalties, and the parties disputed whether 
any registration fees were owed.  Godfredson claimed no registration fees were owed because MG Trucking 
was a legitimate business and because the vehicles at issue were in Iowa for less than 90 days, thereby making 
the vehicles exempt from registration under Iowa Code section 321.55.  In contrast, IDR argues the fees and 
remaining penalties are owed because the narrow exemption for vehicles owned by non-residents and driven 
temporarily in Iowa by residents contained in section 321.55 does not apply because MG Trucking was a shell 
company and because the vehicles were present in Iowa for more than 90 days.  With respect to whether MG 
Trucking was a legitimate business or whether it should disregarded under a veil piercing theory for being a 
sham, the parties focus on the foregoing facts concerning the business, and the Tribunal will note MG 
Trucking did sell some of the vehicles during its existence, namely the 1997 provost motor home, the 
Mercedes, and the Mustang.  Tr., at pp. 52-53. 
 
 As for the issue of the amount of time the vehicles were in the State of Iowa, the record is in some 
tension.  In his direct examination, Godfredson testified: 
 

Q. All right. Were any of these vehicles stored in Iowa?  
A. Not for more than 90 days.  
Q. Were they stored in other states?  
A. Yup.  
Q. More specifically, to the best of your memory, which ones were stored out of state?  
A. All of them. The motorhome was here probably 60 days out of the year. It was licensed 
in Arizona. And the Mustang was stored in South Dakota, along with the Mercedes Benz 
and the Corvette. 
 

Tr. at pp. 21-22.  However, in discovery, Godfredson stated he could “not recall the exact dates nor the 
number of days” the vehicles were in Iowa.  Ex. 3, at pp. DOR-3 – DOR-7.  When IDR pointed out the 
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potential discrepancy between his discovery answer and his testimony, Godfredson testified during cross-
examination that he did track the information, stating: 
 

Q. How did you keep track of that information?  
A. I could count. I made sure it was in the state less than 90 days.  
Q. And how did you keep track?  
A. I marked them off on the calendar. 

 
Tr. at pp. 34-35.  IDR then pointed out that, in discovery, Godfredson responded “no documents [were] 
available” to the request for any documents establishing the location of the vehicles.  Ex. D, at p. DOR-16.  
What followed next was a tense exchange that resulted in Godfredson finally testifying:  “Right. You throw 
the calendars away year to year. That's what I do. I mean, I don't keep them.”  Tr. at p. 37.  Based on what 
appeared to be evolving testimony in the hearing as well as an admitted lack of knowing details of the location 
of the vehicles, the balance of the record made in this case reveals Godfredson has not shown the vehicles 
were in Iowa for 90 days (consecutive or not) or less. 
  

CONCLUSIONS OF LAW 
 

A. 
 
As a general matter, “[e]very motor vehicle, trailer, and semitrailer when driven or moved upon a 

highway shall be subject to . . . registration[.]”  Iowa Code Ann. § 321.18.  There are exceptions to the general 
rule, and with respect to nonresident owners of vehicles driven by a resident, the law prior to July 1, 2013 
stated: 

 
A nonresident owner of a motor vehicle operated within the state by a resident of the state 
shall register the vehicle and shall maintain financial liability coverage as required under 
section 321.20B for the vehicle. The nonresident owner shall pay the same fees for 
registration as are paid for like vehicles owned by residents of this state. However, 
registration under this paragraph is not required for vehicles being operated by residents 
temporarily, not exceeding ninety days. 
 

Iowa Code § 321.55(2)(2012).  On July 1, 2013, this provision of law was amended to read: 
 

a. A nonresident owner of a motor vehicle operated within this state by a resident of this 
state shall register the vehicle and shall maintain financial liability coverage as required under 
section 321.20B for the vehicle. The nonresident owner shall pay the same fees for 
registration as are paid for like vehicles owned by residents of this state. However, 
registration under this paragraph is not required for vehicles being operated by residents 
temporarily for not more than ninety days. For purposes of this paragraph, a vehicle is not 
operated in the state temporarily, and is therefore subject to registration and the owner is 
required to pay the applicable fees, if the vehicle is located in Iowa for more than ninety 
consecutive or nonconsecutive days and is operated on an Iowa highway by an Iowa resident 
during that time.  
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b. On or after July 1, 2013, if the department, in consultation with the department of 
revenue, determines that the nonresident owner of a vehicle is a partnership, limited liability 
company, or corporation that is a shell business, it shall be rebuttably presumed that the Iowa 
resident in control of the vehicle is the actual owner of the vehicle, that the vehicle is subject 
to registration in this state, and that payment of the fee for new registration for the vehicle is 
owed by the Iowa resident. 
 
(1) Factors which indicate that a partnership, limited liability company, or corporation is a 
shell business include but are not limited to the following: 
(a) The partnership, limited liability company, or corporation lacks a specific business activity 
or purpose. 
(b) The partnership, limited liability company, or corporation fails to maintain a physical 
location in the foreign state. 
(c) The partnership, limited liability company, or corporation fails to employ individual 
persons and provide those persons with internal revenue service form W-2 wage and tax 
statements. 
(d) The partnership, limited liability company, or corporation fails to file federal tax returns, 
or fails to file a required state tax return in the foreign state. 
 
(2) Factors which indicate that a person is in control of a vehicle include but are not limited 
to the following: 
(a) The person was the initial purchaser of the vehicle. 
(b) The person operated or stored the vehicle in Iowa for any period of time. 
(c) The person is a partner, member, or shareholder of the nonresident partnership, limited 
liability company, or corporation that purports to be the owner of the vehicle. 
(d) The person is insured to drive the vehicle. 
 

Iowa Code §321.55(2)(2013).  The burden of proof is generally on a taxpayer challenging the denial of a 
refund absent inapplicable exceptions.  Iowa Code § 421.60(6)(c). 
 

B. 
 
In this case, IDR’s action is proper because Godfredson has failed to carry his burden of proof that 

the refund is appropriate beyond the concession made by IDR at the hearing.  As an initial matter, the record 
made in this proceeding indicates MG Trucking was a sham business entity that should be disregarded, which 
would make Godfredson the true owner of the vehicles at issue and which would make the registration 
exception contained in Iowa Code section 321.55 inapplicable because it requires a non-resident owner.  
Further, even if MG Trucking could qualify as a nonresident owner despite its status as a sham company, the 
fact the company is a sham would make him personally liability for its business’s debts, and he has not shown 
the vehicles were absent from the state for the period of time necessary to claim the registration exemption in 
Iowa Code section 321.55.  With no other apparent error in IDR’s action, it must be affirmed. 
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In both version of Iowa Code section 321.55 at issue, a “nonresident owner of a motor vehicle” must 
first exist before the registration exemption can be claimed for vehicles driven by residents in the state on a 
limited basis.  Iowa Code § 321.55.  By statute, owner “means a person who holds the legal title of a vehicle.”  
Iowa Code § 321.1(49).  Person “means every natural person, firm, partnership, association, or corporation,” 
and where the term person is used in connection with the registration of a motor vehicle, it includes “any 
corporation, association, partnership, company, firm, or other aggregation of individuals which owns or 
controls such motor vehicle as actual owner[.]”  Id. § 321.1(52). 

 
Here, the record indicates that Godfredson, an Iowa resident ineligible for the registration exemption 

under Iowa Code section 321.55, was the true owner of the vehicles at issue because MG Trucking was a 
sham company and should be disregarded.  In the rare situation a corporation or limited liability company is a 
sham and the proverbial veil is pierced, the business entity should be “treated as the individuals who own it,” 
with the Iowa Supreme Court finding that both the assets and liabilities of the entitiy are those of its owners.  
Benson v. Richardson, 537 N.W.2d 748, 761 (Iowa 1995).  While there is no definitive Iowa case on point, a 
federal district court persuasively explained the law of the state in which a business entity is formed controls 
when the corporate veil should be pierced for a business entitiy.  See Tyson Fresh Meats, Inc. v. Lauer Ltd., 
L.L.C., 918 F. Supp. 2d 835, 850 (N.D. Iowa 2013) (“While neither the Iowa Courts nor the Eighth Circuit 
has determined which states' law applies to questions of piercing the corporate veil or alter ego theories in 
cases involving an Iowa plaintiff and out-of-state entity defendant, this Court, after reviewing relevant case 
law, is persuaded that because Lauer Limited is a Nebraska entity, Nebraska law applies.”).  The Montana 
Supreme Court has stated on this issue of veil piercing: 

 
We have defined a two-prong test for piercing the corporate veil.  First, the trier of fact must 
find that the defendant was either the alter ego, instrumentality, or agent of the corporation.  
Second, the trier of fact must find evidence that the corporate entity was used as a subterfuge 
to defeat public convenience, justify wrong, or perpetrate fraud. 
 

Drilcon, Inc. v. Roil Energy Corp., 749 P.2d 1058, 1064 (1988). 
 
 The record indicates that both prongs of the Montana test for piercing the veil have been met.  With 
respect to whether a business entity is an alter ego, instrumentality, or agent, Montana courts look to the 
totality of the situation and considers in particular traditional veil piercing factors such as corporate formalities, 
whether the company is undercapitalized, how many owners and employees exist, and comingling of assets.  
See generally, Hando v. PPG Indus., Inc., 236 Mont. 493, 499, 771 P.2d 956, 960 (1989).  Here, MG Trucking 
was the alter ego and instrumentality of Godfredson because there was only a nominal amount of corporate 
formalities with a lack of financial statements or even meeting records.  Besides the minimum documentation 
necessary for formation and filing with Montana, there is precious little.  Further, Godfredson was the sole 
member, and there was no employees or even a separate bank account.  Crucially, Godfredson and his 
girlfriend routinely used the corporate assets without compensation, which shows at least a mingling of 
corporate and personal assets if not an outright temporary appropriation.  Indeed, the purpose of the business 
was purportedly to buy, sell, and store collectible vehicles, and to routinely use the vehicles without 
compensation for personal use, which would naturally depreciate the value of the vehicles, reveals 
Godfredson was effectively appropriating to his own use all of the company’s assets for himself for the entire 
period of time the company existed.  When such routine and complete appropriation occurs in the context of 



 
 

- 6 - 
 

few records and a marginal amount of business activity over the course of years that resulted in no profit, it is 
clear Godfredson was treating the company as an instrumentality to hold his assets beyond the reach of 
certain taxes and not as a legitimate business.  In the hearing, Godfredson attempted to respond by stating he 
was authorized to use the company assets, but such a response does not address how his ongoing, 
uncompensated personal use of all the company’s assets to the determent of the value of the assets over the 
course of years is not at least a temporary appropriation and comingling of the business assets. 
 
 The second prong of the Montana veil-piercing test has also been met.  The evasion of taxes has long 
been held in Montana to be a reason for piercing the corporate veil.  See, e.g., Brady Irr. Co. v. Teton Cty., 85 
P.2d 350, 352 (1938) (“While the general rule is that courts will not ordinarily look behind the veil of the 
corporate entity, it at times becomes material to consider what is this thing which is described as a 
corporation.  The Supreme Court of the United States has not hesitated, when the facts warranted it, in 
looking behind the veil of the corporate entity in tax cases[.]” (internal citation and quotation marks omitted)). 
While the Tribunal would like to give Godfredson the benefit of the doubt even considering it is his general 
burden of proof, the inescapable conclusion from the record made in this case is that he established MG 
Trucking to hold his assets for the purpose of evading taxes.  While structuring transactions or even business 
entities to limit tax liability is often permissible and does not even raise the specter of impropriety, this is not 
such a case because MG Trucking was never a true business seeking to utilize its resources for a profit; it was 
only a shell company to allow Godfredson and then his girlfriend to utilize certain vehicles without tax.  If 
anything else were true, Godfredson would have not utilized all of the company assets without compensation 
for personal use for the entire period of time that the business was open.  MG Trucking had no employees, 
virtually no business activities or records, never showed a profit on its assets, and only a limited number of 
assets Godfredson personally used.  This meets the requirement of MG Trucking being used as a subterfuge 
to defeat public convenience, justify wrong, or perpetrate fraud.  Nothing else could be true on this record, 
and of note, the outcome would not change if Iowa’s substantively similar veil-piercing law were applied.  See 
generally, Keith Smith Co. v. Bushman, 873 N.W.2d 776 (Iowa Ct. App. 2015).  The fact he sold some of the 
vehicles at issue does not discount his ongoing uncompensated use of those vehicles or their successors.  
  

Finding the veil should be pierced and Godfredson was the true owner of the vehicles ends his claim 
for refund as he is a resident not capable of taking advantage of Iowa Code section 321.55.  However, even 
assuming the Tribunal is in error and MG Trucking can be the owner of the vehicles at issue despite it being a 
sham (perhaps under the theory that the company held legal title in accord with the definition of owner in the 
governing statute), Godfredson could still not prevail.  As explained above, vehicles driven in Iowa must 
generally be registered, and in order to take advantage of the registration exception contained in Iowa Code 
section 321.55, the vehicle must not be present in the State of Iowa for more than 90 days when the prior 
version of the statute was in force and 90 days, consecutive or not, under the current version of the statute.  
Iowa Code § 321.55.  As it is the taxpayer’s burden of proof, Godfredson had the duty to prove the vehicles 
were not present for a disqualifying amount of time.  He failed in his burden of proof because he could not 
say when precisely the vehicles were in the State of Iowa and because his broad testimony about making sure 
they were not here too long is not credible.  His testimony on the issue appeared to evolve during the course 
of his cross-examination, and the claims about his calendar system are not persuasive.  As such, the 
registration fees are owed, and as MG Trucking is a sham whose liabilities can be attributed to him due to veil 
piercing, he would be liable for the taxes. 
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Finding Godfredson is personally liability for the registration fees, the remaining issue is whether the 
proposed penalties IDR is still pursuing are appropriate.  Reviewing Godfredson’s closing brief and reply 
brief, the Tribunal can discern no separate and distinct challenge to the penalties left, and as such, the Tribunal 
will AFFIRM IDR’s decision.  The explanation for the penalties in IDR’s brief is persuasive. 

 
ORDER 

 
 IDR’s action in this matter is AFFIRMED.  IDR shall take any action necessary to implement and 
enforce this decision. 
 
IT IS SO ORDERED. 
 
Dated this the 9th day of June, 2020. 

 
Jonathan M. Gallagher 
Administrative Law Judge 
 
Cc: Taxpayer (By mail) 
 Daniel Dystra (By mail and email) 
 Bryan Shusterman (By email) 
 Katherine Penland (By mail and email) 
 Stephen Sullivan (By email) 
 

NOTICE 
 
 Any aggrieved party has 30 days, including Saturdays, Sundays and legal holidays, of the date of this 
Proposed Decision to file an appeal to the Director of the Department of Revenue.   701 I.A.C.  § 7.17(8)(d).  
The appeal must be made in writing.  The appeal shall be directed to: 

Office of the Director 
Iowa Department of Revenue 
Hoover State Office Building 

Des Moines, Iowa 50319 
 


