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A BiLL FOR

An Act relating to propertcy taxes by zllowing an income tax
credit for owning or renting a homestead, adjusting the
elderly and disabled homestead credit and reimbursement
schedule, decreasing the school foundation property tax levy,
and freezing state aid under the school foundation formula and
providing effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 422.12, Code 1687, is amended by adding
the following new subsection:

NEW SUBSECTION. 4. a. A homestead credit equal to the
amount determined under paragraph "b". However, tne credit
under this subsection is not allowed to the taxpayer if any of

the feollowing circumstances apply:

{1) The taxpayer received the additional property tax
credit under sections 425.16 through 425.39 for taxes due
during a fiscal year beginning in the tax year or received a
reimbursement for rent constituting property tax paid under
sections 425.16 through 425.39 for rent pald during the year
preceding the tax year.

{(2) The taxpayer 1s claimed as a dependent on the state or
federal income tax return of another individual for the tax
year.

{3) The taxpayer did not actually pay property taxes or
rent during the tax year on the homestead.

b. (1) 1If the taxpayer owns the homestead at the
beginning of the tax year, the homestead credit is determined
in accordance with the £following schedule:

Property taxes actually paid by the tax-
Taxpayer's net paver on the homestead:
income: $10G - 399.99 $400 - 796.9% S800 or more
$ 0 - 9,999.99 $15 $25 $35
10,000 - 24,999.99 10 20 30
25,000 - 49,999.99 S 15 25

{2} If the taxpayer rents the homestead at the beginning
of the tax year, the homestead credit is determined in
accordance with the foliowing schedule:

Rent actually paid by the taxpayer for the

Taxpayer's net homestead:

9

income: $400-1,599.99 $1,600-3,199.99 $3,200 or more

$ ¢ - 9,999.99 $15 $25 $35
10,000 - 24,999.99 20 30
25,060 - 49,999.99 15 25
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{3) Each homestead credit amount in the schedules in this
paragraph is increased by five dcllars for tax years beginning
in the 1988 calendar year and increased by an additional five
dollars for tax years beginning in the 1983 calendar year.
The homestead credit amounts for the 1989 tax year shall
continue for succeeding tax years.

c. For purposes of the homestead credit under this
subsection, "homestead" means the same as defined in section
425.17, except that the term "base year" as used in that
definition shall mean "tax year".

Sec. 2. Section 425.23, subsection 1, Code 1987, is
amended to read as follows:

1. The tentative credit or reimbursement shall be
determined in accordance with the following schedule:

Percent of property taxes
due or rent constituting

If the household property taxes paid allowed
income is: as a credit or reimbursement:
s G -~ 4,999.99 ...ttt ercnnsnnn ...100%

5,000 = 5,999.99 ...iiiiiiiiiiinaaeannns 76 90

6,000 - 6,999.99 ... Pr e e e 56 80

7,000 = 7,999.99 ittt 49 70

8,000 = 8,999.99 ....iiiiitiianannaanaas 38 60

9,000 - 3379599599 9,999.99 .....iiteiinas 25 50

16,000 - 10,999,99 ,...... s e s s et et e 40

11,000 = 11,999.99 .errineann.n ceieeesae. 30

12,000 - 12,999.89 ........ e e e ssses. 20

13,000 - 13,995.99 ... itnnesan reecersse 10

Sec. 3. Section 442,2, subsection 1, Code 1587,
i1s amended to read as follows:

1. Each school district shall cause to be levied each
vear, for the school general fund, a foundation property tax
of five dcllars and forty cents per thousand dollars of
assessed valuatlion on ail taxable property in the giscrict

except as provided in subsection 5. For the purpose of this
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chapter, a schcol district is defined as a school corperation
organized uncer chapter 274,
However, c¢ommencing with the budget year beginning July 1,

1887, and continuing for succeeding ovudget vears, a
el = ~ I

recrganized school district shall cause a foundation property
tax of four dollars and forty cents per thousand dcllars of
assessed valuation to pe levied on all taxable property which,
in the year preceding the reorganization, was within a school
district affected by the reorganization as defined in section
275.1 ard which had a certified enrolilment of less than six
hundred. Inm-3uneceeding-scheoi-years;-the-foundation-pooperey
tax~tevy-or-that-pertren-shaltli-be-inereased-twenty-centa-per
vear-until-t+b-reaches-the-rrte-of-£five-dotlars-and-forty-cents
per—-thousand-deilars-si-assessed-vaitnations

For purposes of this section, a reorganized school district
is one in which reorganization was approved in an election
pursuant to sections 275.18 and 275.20 and will take effect on
or after July 1, 1986.

Sec. 4. Sectlion 442.2, Code 1987, is amended by adding the
following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the
foundation property tax levied on residential, agriculitural,

railroad, and comme:rcial property for the fiscal year
beginning July i, 1988, is five dollars per thousand dollars
of assessed valuation. In succeeding years, the foundation
property tax le-y on such property shall be decreased ten
cents per year until it reaches the rate of four doilars and
forty cents per thousand dollars of assessed valuation which
levy rate shall concinue as the foundation property tax levy
on such property for subseguent years.

Sec. 5. Section 442.3, Coce 1987, is amended to read as
follows:

$42.3 TATE FCUNDATION BASE.

Tne state foundation base for the school year peginning

Juiy 1, 1986 is eighty percent of the state cost per pupil.

e
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The state foundation base for the school year beginning JT.:ly
1, 1987 and for each succeeding school vear is eighty-one and

one-half percent of the state cost per puplil. Per-each
suceeedrng-schoot-year;-the-state-foundation-base-ahaii-be
rnereased-by-the-amount-of-one-hatf-percent-of-the-state-cost
per-pupiir-up-to-a-maximum-of-etghety-five-pereent-of-the-steutre
cogse-per-puptts The district foundation base is the larger of
the state foundation base or the amount per pupll which the
district will receive from foundation property tax and state
school foundation aid.

Sec. 6. Section 1 of this Act is retroactive to January 1,
1987 for tax years beginning on or after that date.

Sec. 7. Section 2 of this Act is applicable to property
tax credit claims filed on or after January 1, 1987 for taxes
payable in the fiscal year beginning July 1, 1987 and ending
June 30, 1988 and for any subsequent years. Section 2 of tnis
Act 1s applicable to rent reimbursement claims filed on or
after January 1, 1988 for rents paid in calendar year 1987 and
subsequent calendar years.

Sec. 8. This Act, being deemed of immediate importance is
effective upon enactment.

EXPLANATICN

Section 1 of this Act allows a homestead credit in
computing state income taxes for both owners and renters with
net incomes under a set amount.

Section 2 alters the homestead property tax credit by
changing the additional homestead tax credit and reimbursement
schedule to increase the income level and the percentage
amounts.

Sections 3 througn 5 amead the school foundation formulia by
decreasing the levy and fregzing tne state foundation base.

Seciions & through 8 provicde effectiive dates.
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o LSB No 2943S
. FISCAL NOTETC Staff 1D PDD
£§ BY SENATOR BRUNER SENATE FILE 505

[n complisnce with a written request recelved April 22, 1987, s fiscal note
for SENATE FILE 505 is hereby submitted pursuant to Joint Rule 17. Data used
in developing this fiscal note are available from the Legislative Fises
Bureau to members of the Legislature upon request.

Senate File 505 (1) provides certain taxpayers with an income tax credit for
property tax or cent patd; {2) adjusts the homestead and elderly and disabied
property ctax credits; (3) decreases the school foundation property tax levy,
and (&) c¢hanges the provision for allowable growth and state aid under the
school foundation formula.

Under secticn | of Senate FfFile 505, certain taxpayers are eligible for an
income tax credit based on the amount of property tax paid (in the case >f a
homeowner}, or on the amount of rent actually paid for the homestead (in che
case of a renter).

Fiscal Effect. The impact of the inccome tax credit foc homeowners and renters
L5 summarized below.

General Fund Impact, millions

£Y 1988 FY 1989
Homecwner/renter credit (18.0) {22.0)
Net effect 5(18.0) $(22.0)

ELDERLY/DISABLED PROPERTY TAX CREDIT

Secrion 2 of the bill makes adjustments to the elderly and disabled properzy
tax credit under chapter 425 of che Code.

The elderiy and disabled property tax c¢redit 1s expanded so that taxpayers
with houschold income under $14,000 qualify for the credit. In addition, the
percentage of property taxe: due or renl constifuling property taxes pa.d
which 1is allowed as a credit or relmbursemenc is changed to reflect a I0
percencage point decrease as gqualified household income increases.

Fiscal Effect. The adjustments 1n the elderly and disabled property tax
credit will increase General Fund expenditures by approximately $5 million in
FY 1989. —

SCHOOL FOUNDATION FORMULA

Sections 3 through 5 of the bill ®make certain changes to the school foundation
formula wused to finance local school districts. Beginning in FY 1989, the
foundation property tax levied on agricuitural, commercial, railrcad, and
residential property is reduced from $5.4Q per §1,000 of asuussed valuation o
$5.00 per 51,000 of assessed valuation. The stace foundation base is frozen,
beginniag in FY 1988, at B8l.5 percent of the state cost per pupil.

Fiscal Effect. For FY 1989, it is estimated that approximately $26 million in

PSS
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additional General Ffund expenditures will be needed to fund the reduction in
the foundation property tax; freezing the state foundation base is expected to
ceduce Ceneral Fund expeaditures by §$7 million during FY 1989.

SENATE FILE 30%, GENERAL FUND ESTIMATE OF FISCAL EFFECT

General Fund Impact, millions

FY 1988 FY 1989

Homeowner/renter credit (18.03 (22.0)
Property tax impacts:

( 5.0}

Elderly tax credit

Foundarion levy reductiocm (26.0)
Sctate foundat:on base 1.0
NET EFFECT 5(18.0) $(46.0)

SQURCE: Department of Revenue and Finance

Department of Management (if%ii;i3f3s, PDOD)
/
/

Fiscal Director 7
Legislati Fiscal Bureau
oacei - ) 2 )57

Filed by the Sec. of the Senate April 24, 1987
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WAYS AND MEANS BILL)

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays

Approved

A BILL FOR

1 An Act relating to property taxes by allowing an income tax
credit for owning or renting a homestead, adjusting the
elderly and disabled homestead credit and reimbursement
schedule, decreasing the school foundation property tax levy,
and freezing state aid under the school foundation formula and
providing effective dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 422,12, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION., 4. a. A homestead credit equal to the
amount determined under paragraph "b". However, the credit
under this subsection is not allowed to the taxpayer if any of
the following circumstances apply:

(1) The taxpayer received the additional property tax
credit under sections 425.16 through 425.39 for taxes due
during a fiscal year beginning in the tax year or received a
reimbursement for rent constituting property tax paid under
sections 425.16 through 425.39 for rent paid during the year
preceding the tax year.

(2) The taxpayer is claimed as a dependent on the state or
federal income tax return of another individual for the tax

year.
(3) The taxpayer did not actually pay property taxes or
rent during the tax year on the homestead.
b. (1) If the taxpayer owns the homestead at the
beginning of the tax year, the homestead credit is determined
in accordance with the following schedule:
Property taxes actually paid by the tax-

Taxpayer's net payer on the homestead:

income: $100 - 399.99 $400 - 799.99 $800 or more
$ 0 - 9,999.99 $15 $25 $35
10,000 - 24,999.99 19 20 30
25,000 - 49,999.99 5 15 25

{2) If the taxpayer rents the homestead at the beginning
of the tax year, the homestead credit is determined in
accordance with the following schedule:
Rent actually paid by the taxpayer for the

Taxpayer's net homestead:

income: $400-1,599.99 $1,600-3,199.99 $3,200 or more

$ 0 - 9,999.99 $15 $25 $35

10,000 - 24,999.99 10 20 30 .
25,000 - 49,999.99 5 15 25
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(3) Each homestead credit amount in the schedules in this
paragraph 1s increased by five dollars for tax years beginning
in the 1988 calendar year and increased by an additional five
dollars for tax years beginning in the 1989 calendar year.
The homestead credit amounts for the 1989 tax year shall
continue for succeeding tax years.

¢. For purposes of the homestead credit under this
subsection, "homestead” means the same as defined in section
425.17, except that the term "base year" as used in that
definition shall mean "tax year".

Sec. 2. Section 425.23, subsection 1, Code 1987, is
amended to read as follows:

1. The tentative credit or reimbursement shall be
determined in accordance with the following schedule:

Percent of property taxes
due or rent constituting

If the household property taxes paid allowed
income is: as a credit or reimbursement:
s O - 4’999'99 * 2 ¢ & s ® 0 & O‘OO."."...OlOO%

S,000 = 5,999.99 ..cccctiiiirrricsssnnss ¥0O
6,000 - 6,999.99 ....iittiatrrescsarssa... 58
7,000 = 7,999.99 ...t cetiacstrrecsrrcese 48
8,000 - 8,999.99 ,..ccctictrserccsnnssa. 38
9,000 - 3%7999+99 9,999.99 ....ivveeiaaee 25
10,000 - 10,999.99 ..uenseseacsesssscaases 40
11,000 - 11,999.99 .,.c0cccseesacsrsoseacs 30
12,000 - 12,999.99 ,c.ccesvnscacans e e e e s 20
13,000 = 13,899.99 ....4e00000cccetsascanns 10

Sec. 3. Section 442,2, subsection 1, Code 1987,
is amended to read as follows:

1. Each school district shall cause to be levied each
year, for the school general fund, a foundation property tax
of five dollars and forty cents per thousand dollars of
assessed valuation on all taxable property in the district
except as provided in subsection 5. For the purpose of this

W Oy |~ j0 W
lO lo |o Io lo
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chapter, a school district is defined as a school corporation
organized under chapter 274.

However, commencing with the budget year beginning July 1,
1987, and continuing for succeeding budget years, a
reorganized school district shall cause a foundation property
tax of four dollars and forty cents per thousand dollars of
assessed valuation to be levied on all taxable property which,
in the year preceding the reorganization, was within a school
district affected by the reorganization as defined in section
275.1 and which had a certified enrollment of less than six
hundred. ZIn-succeeding-schoei-years;-the-foundation-property
tax-tevy-on-that-portion-shati-be-increased-cwanty-cents-per
year-untri-re~reaches-the-rate-of-£ive-dottars-and-forty-centa
per-thousand-deliars-of-asseased-vainations

For purposes of this section, a reorganized school district

is one in which reorganization was approved in an election
pursuant to sections 275.18 and 275.20 and will take effect on
or after July 1, 1986.

Sec. 4. Section 442.2, Code 1987, is amended by adding the
following new subsection:

NEW SUBSECTION. 5. Notwithstanding subsection 1, the
foundation property tax levied on residential, agricultural,

railroad, and commercial property for the fiscal year
beginning July 1, 1988, is five dollars per thousand dollars
of assessed valuation. 1In succeeding years, the foundation
property tax levy on such property shall be decreased ten
cents per year until it reaches the rate of four dollars and
forty cents per thousand dollars of assessed valuation which
levy rate shall continue as the foundation property tax levy
on such property for subsequent years.

Sec. 5. Section 442.3, Code 1987, is amended to read as
follows:

442.3 STATE FOUNDATION BASE.

The state foundation base for the school year beginning
July 1, 1986 is eighty percent of the state cost per pupil.

_3_
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The state foundation base for the school year beginning July
1, 1987 and for each succeeding school year is eighty-one and

one-half percent of the state cost per pupil. Per-each
succeeding-schooi-year;-the-aseate-foundation-base-shaii-be
inereased-by-the-amount-of-one-haif-percent~of-the-state-cost

per-pupriy-up-to-a-maximum-of-eighty-five-percent-of-the-state
cost-per-puprts The district foundation base is the larger of
the state foundation base or the amount per pupil which the

district will receive from foundation property tax and state
school foundation aid.

Sec, 6. Section 1 of this Act is retroactive to January 1,.
1987 for tax years beginning on or after that date.

Sec. 7. Section 2 of this Act is applicable to property
tax credit claims filed on or after January 1, 1987 for taxes
payable in the fiscal year beginning July 1, 1987 and ending
June 30, 1988 and for any subsequent years. Section 2 of this
Act is applicable to rent reimbursement claims filed on or
after January 1, 1988 for rents paid in calendar year 1987 and
subsequent calendar years.

Sec. 8. This Act, being deemed of immediate importance is
effective upon enactment.

EXPLANATION

Section 1 of this Act allows a homestead credit in
computing state income taxes for both owners and renters with
net incomes under a set amount.

Section 2 alters the homestead property tax credit by
changing the additional homestead tax credit and reimbursement
schedule to increase the income level and the percentage
amounts.

Sections 3 through 5 amend the school foundation formula by
decreasing the levy and freezing the state foundation base.

Sections 6 through 8 provide effective dates.
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