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SENATE fILE d?r/5"9 
BY COMMITTEE ON AGRICULTURE 

(SUCCESSOR TO SSB 2172) 

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

Approved 

A BILL FOR 

Vote: Ayes Nays 

I An Act relating to the production of ethanol, providing for the 

2 appropriation and allocation of moneys, and providj~g 

3 applicability dates~ 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF TH!': STATE OF IOWA: 
5 

6 

SENATE FILE 2159 
S-5358 

1 Amend Senate File 2159 as fOllows: 
2 1. Page 3, line 20, by inserting after the word 
3 "five" the following: "but not mo~e than fifteen". 
4 2. Page 3, by striking lines 21 through 24. 
5 3. Page 3, line 25, by striking the words "An 
6 expanded" and inserting the following: "A". 
7 4. Page 3, line 32, by striking the words "a 
8 new". 
9 5. Page 3, by striking lines 33 and 34 and 

10 insetting the following: "the production facility. 
11 In". 
12 6. By renumbering as 
By DERRYL MCLAREN 
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necessary. 
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S.F. ~/6~ H.F. 

1 Section 1. Section 159A.5, subsection 2, Code Supplement 

2 1991, is amended to read as fOllows: 

3 2. The committee shall monitor conditions, practices, 

4 policies, programs, and procedures affecting the production 

5 and consumption of renewable ttle~~ fuel. 

6 Sec. 2. Section 1591'..5, subsection 5, Code Supplement 

7 1991, is amended by adding the following new paragraph: 

8 NEW PARAGRAPH. e. Rev ie',) the distr:bution of ethanol 

9 production incentive payments to qualiE:ed persons, pursuant 

10 to section 1591'..8. 

11 Sec. 3. Section 159A.6, unnumbered paragraph 2, Code 

12 Supplement 1991, is amended to read as follows: 

13 The committee shall develop standards for decals required 

14 pursuallt to section 214A.16, which shall be designed to 

15 promote the advantages of using renewable fuel. The st~ndards 

16 may be incorporated within a model decal adopted by the boa~d 

17 committee and approved by the ott~ee coordinator or the 

18 coordinator's designee. 

19 Sec. 4. Section 1591'..7, Code Supplement 1991, is amended 

20 to read as follows: 

21 159A.7 RENEWABLE FUEL FUND. 

22 1. A renewable fuel fund is created in the state treasury 

23 under the control of the office of renewable :uel. The fund 

24 is composed of moneys accepted by the office. Moneys in tIle 

25 fund shall be deposited into the renewable fuel activit~es 

26 account or the ethanol production incentive account. The fund 

27 may include moneys appropriated by the general assembly, and 

28 other moneys available to and obtained or accepted by the 

29 office, including moneys :rom the United States, other states 

30 in the union, foreign nations, state agencies, polltical 

31 subdivisions, and private sources. 

32 ~. Moneys in the fund shall be used only to admlnister 

33 this chapter. 

]4 2. Moneys in the Eanci renewable fuel activities account 

]5 shall he allocated at the beginning of each fiscal year as 
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1 follows: 

2 a. Up 

3 promotion 

S.F. a.J-51 H.F. 

to forty percent may be dedicated to support 

and advertising of ethanol fuel. 

4 b. Up to thirty percent may be dedicated to support 

5 research at the un:versity of Iowa. 

6 c. Up to thirty percent may be dedicated to support 

7 research at Iowa state university of SCience and techno~ogy. 

8 d. The remaining balance shall be used by the office to 

9 support other 

10 1. Moneys 

projects or programs developed by the o:fice. 

shall be deposited in the ethanol prod~~tio~ 

11 incer;,t_ive account a~provided in section 423.24. Th,"_mon~ys 

12 sha:!.l .. C>.e_.allocated to provide financial in.'Oentives to .. SUp£.Olt 

13 the increased production. of ethanol der ive<,!._=.rom..iln o£s.~.nic 

14 cOl!:.£,ound, including. a photosynthate.! as provided in se<;tio:! 

15 159A.8. 

16 :1 4. 

17 audit by 

M0neys in the fund ~hll:!:i-be are subject to an .'Innua::' 

the auditor of state. The fund ~hBii-be is subject 

18 to warrants by the director of reve~ue and ~i~ance, drawn llpO~ 

19 the written requis:tion of the coordinator. 

20 4 5. In administering the fund, the office ~ay do all of 

21 tIle following: 

22 d. Contract, sue and be sued, and adopt procedure~ 

23 necessary to ~dminister this sect~.on. However, t11e off~ce 

24 shall not 1n any manrler, directly o~ indi~ectly, pledye t':e 

25 credit of the state. 

26 b. Authorize payme"t from Ercrr: 

27 income received by investment of moneys in ~he ~~~a. ~or 

28 adm~ni5trative COSts, co~nissions, attorlley ~r~d dcrQll:~tan. 

29 fees, and othe~ reasonable expe"ses rela:ed ~o a"J nece5sa~y 

30 ~or admin~stering the f~~d-6~ci-ad~~n±ster±Hg-~he-~l~bgr~r~: 

31 accounts. 

32 5 6. Sectj,on 8.]3 gha~t does ~nt apply ~c ~O~2~S 

J1 ~~"d rp~ewable f~e: ac~ivi[i~s aCCOuilt. 

31i ii.ves~l.i~nt o~ :'lO:!.~YS if: the aCCOll;;:-, :=;ha,~ ~ 

35 accou;:~ .. Mc!.:eys apor'.)2.ridtec Eor a sta::e ::':'sca: vC<1r ~,l ~,:~p 
----~ 

-2-



S.F. H.F. 

1 ethanol PEoduction \ncentive a~count ,.,hich r",main '"_rlooligatf'ct 

2 ~r:d_unencum~ered on Jyly 15 of t}'~e follo\'li~s~ate fis_cal year 

3 shall be credited to the road use tax fund as provid.~d in 

4 section 423.24. 

5 Sec. 5. NEW SECTION. 159A.8 ETHANOL PRODUCTION INCENTIV~ 

6 PROGRAM. 

7 1. An ethanol production incentive program administered by 

8 the office is established. The office shall adopt rules 

9 pursuant to chapter 17A necessary to administer this section. 

10 ~he purpose of the program is to provide fina~cial incentives 

11 to support the increased production of ethanoL derived from an 

12 organic compound, including a photosynthate. 

13 2. To qualify for the incentive. the producer must submit 

14 a claim to the office for approval in a marIner and according 

15 to procedures established by the office. A person applying 

16 for assistance is not eligible to receive assistance ~nder 

17 this section unless the following requirements are satisfied: 

18 a. The production facility is located in this state. 

19 b. The production facility has an annual production 

20 capacity of at least five million gallons of ethanoi. 

21 c. The production facility is constr,"cted on or after July 

22 1. 1993, or the annual production capacity of the production 

73 facility increases by at least fifty perceDt, but nOt less 

24 than five million gallons, on or after July I, 1993. 

25 d. An expanded product!on faCility must producp at a 

26 percentage o~ its capacity considered to be E~ll capacity for 

27 a similar size and type of facility. as deter~ined by the 

28 office. 

29 3. The office shall provide a qualified ethd~ol producer 

JO witll aD incentive payment of twenty cents for each qilallfying 
J1 gallon of 

.12 according 

33 facility 

34 expanded 

.1S orapr to 

ethano_ produced. The prodllcer shall be paid 

to the total n'lmber of gallons produced by a ~ew 

or according to the number of gallons produced by an 

~acility which is attr~b~table to the expansio~~. In 

qualify for ~he payment. all fermelltation. 
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1 distillation, and dehydration of the ethanol ~ust occur at the 

2 facility. The elhailol produced at the facility ~ust be at 

3 least ninety-nine percent pure and must be denatured and 

4 subsequently blended with gasoline. 

5 4. The office shall approve a claim for an incentive 

6 payment. The claim shall at leas~ include the following: 

7 a. The name of the produce •. 

8 b. The location of the facility producing ethanol. 

'J c. The gallons of qualifying ethanol which we~e produced 

iO in ~he calculation period. 

11 d. Whether the producer is organized as a coopera~ive 

12 association organized pursuant to chapter 497. 498. or 499. 

~3 The office sha:l veriEy the accuracy of the claims 

14 submitted by a producer. The office may require that a 

1.5 pr~dur;er submit regular unqua::"if:i.ed opinions based UpOil audi::s 

~5 performed by a perso~ cer~ified pursua~t to sec~io'1 ::G_~. 

17 The office shall approve a claim a~d make an i!1C~ntive payment 

18 within thirty days following :eceipt of the ciaim, un1,ess the 

:'9 offiCe notifies the producer. otherwise. 

20 a. The payment shall be based on the number of gall.()ns 

21 of ethanol produced i:1 a computation peflod. T'1e office sh.;,: 1 

22 e~:;tabl.ish a schedule of computatio:: periods. 'r~e C:OfEp:,!t.at':-:)Ti 

23 periods shall be equai divisions within a state fiscal l"ea, 

24 and measured on a mor.thly bas:'s. One computation pe.ioo :;:-.al' 

25 not be more than three consec~tive months in durat~o::. MOIleys 

26 available for payments during the state ~iscal year s~alj. bp 

27 diVIded equally according to the computation periods. The 

28 office shall allocate moneys 1n the ethanol production 

29 incentive account as fo~lows: 

30 (j) An amount equal to fifty perce:1t 0= ':'1e n:or.eys 

31 available in the account shail be reserved [or pcrposes of 

32 ma~ing incentive paymerlts to claima~ts which a~e coope:·~L_Ve 

jJ associa~ions organized pursuant to chapter 497. ~93. 0: ~99. 

24 A~l stoc~holders, shareholders, or ~erribe~s of a coop~r'ilt:.\·:.: 

35 dSfioc~.ation must hold a legal or equitable in:erest i:: ~~j~J 
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1 located in this state. 

2 (2) An amount equal to fifty percent of the moneys 

3 available in the aCCOllnt shall be reserved for the purpose of 

4 making incentive payments to persons who are claimants other 

5 than cooperative associations organized pursuant to chapter 

6 497. 498, or 499. 

7 b. If moneys r~main from the amount reserved to satisfy 

8 all claims made by c80perative associations at the end of a 

9 computation period, the office shall use the remaining mOlleys 

10 to increase paymen~s made to perso~s other than cooperative 

11 associations submitting claims for that computation per~od, to 

12 the extent that the claims of those persons were not 

13 completely satisfied. If moneys remain from coe amount 

14 reserved to satisfy all claims made by perso~s other than 

15 cooperative associa:ions at the end of a computation period, 

16 the office shall use the remaining moneys :0 increase payments 

17 made to cooperative associations submi:ting claims for that 

18 computation period, to the extent that the claims of those 

19 cooperative associations were not completely satisfied. These 

20 remaining moneys shall be paid on a prorated basis according 

21 to the proportionate amount of ethanol produced dur:ng ~he 

22 computation period. If moneys remain from the a~ount reserved 

23 to satisfy the claims made by all cooperative assoc~ations a"d 

24 other persons, the moneys shall be allocated to ensure equal 

25 payments to cooperative associa~ions and persons ~IIO are no~ 

26 cooperative associations during the remainder of the 

27 subsequent computation periods in the state Eisca: year. 

28 c. If sufficient moneys are not available to sa~is~y the 

29 claims of all cooperative associations from moneys available 

]0 for that computation peeiod, the office shall proeate ~he 

31 payments to each cooperative association accordi~g to the 

32 proportionate amount of etha:1o;' prod'lced by each cooperative 

33 association for tha~ computatio~ period. =f suffic~en~ mOI1PYS 

l4 are ilOt available to satis~y the c~aims of a:l perso~s other 

35 than cooperative associatio~s from ~oneys avaiiab:c fo~ :ha: 
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1 computation period, the offi'.:e shall prorate :h~: P2Y:0211L:..; ~-.O 

2 each of the persons according to the proportionn1e amOUI'[ of 

3 ethanol produced by each person Eor that comp~tat~0n pel:2od. 

4 Except as provided i.n paragraph Ilb 'I , a claimant who has 

5 received a prorated payment does not have a 21ai~ for clle part 

6 of the payment which was not received. 

7 d. The office sh~11 begin making payments on dl!d after 

8 January 1, 1994. For the fiscal year beginning on July i, 

9 1993, and endil~g on June 3D, 1994, tr.e fund sha,' not pay ,"ore: 

1.0 than three million dollars for incentive payments. 

11 fiscal year following June 3D, 1994, the fund shall nClt pay 

13 

14 

15 

16 

:7 

18 

12 more tharl four million dollars fo~ incentive paymc:~ts. A 

prod"cer is not eligible to receive more than three million 

dollars in incentive payments d~ring one state fiscal. year. A 

producer is not eligible ~o ~eceive payments ii~ a st6te fiscal 

year after receiving payments based on clai::is f=0~ th(: 

productiorl of more than fiftee:l million galJons GE e~hanoi 

during the fiscal year. 

19 SE"c. 6. Section 423.24, s~bsE"ction ~, Code S"pple:uenl 

20 1991, is amended by adding the ~ollowing new paragraph a'lpc 

21 paragraph a, and rele:tering $llosequent paraq~a?hs: 

NEW PARAGRAPH. b. Beginning on July 1, 199.·~, three d·"l 

2] or.e-halE percent of the remaining rever.t.:e, no: to exceed ()~:p 

24 million dollars per quarter, derived from the u~e tax 0:1 ~:(:'o: 

25 vehicles, trailers, and motor vehi.cle accesso~i?s an{ 

26 eqt;ipment as collected pursuant to section 423.7, shall be 

27 deposited 1n the ettarlo1 produc~ion incentive ~ccou~~t of t:he 

78 rerlewab!e fuel fu~d crea~ed i~ sectio~ lS9A.7. Mont~'ls 

29 deposited according to this paragraph are a oon~:nIJl:19 

30 appropriation for expenditure ~nder section lS9A.B. ~o~eys 

]1 deposited during a state fiscal year to the ethanol pruducL~Orl 

32 incent ive ClCCount 'dhich :-emain ur.obliqi1ted a::d U;1e:;cu~,~~·<.'~·e:~ o:~ 

.~J July IS of the following statP fiscal year shall be cre(j.t~(i 

.~4 ~o the road use tax fund as p:ovided in this spc:io~. 

-:SS Sec. 7. Sec~':'on 497.1, Code 1991, is ame:,.deJ t.o ~e,:.;.J a:., 



S. f. ,,[1''1 H.F. 

1 follows: 

2 497.1 PLAN AUTHORIZED. 

3 Any number of persons. ~ot less than five. may associate 

4 themselves as a co-operative association, society, company or 

5 exchange. for the purpose of conducting any agricultural. 

6 dairy. ethanol production. mercantile. m:ning. manuEacturing~ 

7 or mechanical business on the co-operative plan. For the 

8 purposes of this chapter, the words "association". "compa~y". 

9 "corporation", "exchange", "society", or I'union", shall be 

10 construed to mean the same. 

11 Sec. 8. Section 498.2. Code 1991. is amended to read as 

12 fo11O\·/s: 

13 498.2 ORGANIZATION. 

14 Any number of persons, not less than five. may associate 

15 themselves as a co-operative association. without cap:tal 

16 stock, for the purpose of conduct:ng any agricultural, 

17 livestock, horticultural, dairy. ethanol Pl".s:!c:ill.ction. 

18 mercantile. mining. manufacturing. or mechanical busi~ess. or 

19 the constructing and operating of telephone and high :e~sion 

20 electric transmission lines on the co-operative plan and of 

21 acting as a co-operative selling agency. Co-operative 

22 livestock Shipping associations organized under this chapter 

2] shall do business with members only. 

24 Sec. 9. Section 499.2. unnumbered paragraph 4, Code 1991. 

25 is amended to read as :ollows: 

26 "Agricultural associations" are those formed to produce. 

27 grade, blend, preserve, process, store, warehouse, market, 

28 sell. or handle an agricultural product. or a by-prodl:ct of an 

29 agr:cultural product; ~o produce ethanol; :0 ~urchase. 

30 produce, sell, or supply ~achinery. petroleum prod'icts, 

]1 equipment, fertilizer, supplies, business services, or 

32 educatIonal service to or for those engaged as bona ~ide 

33 producers of agricultu:al products; to financp any SllCh 

34 activit:es; or to engage in any co-operative dctivlty 

35 connected with or for any nunber of these purposes. 

• 
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-'- Sec. 10. DATE OF APPLICABILITY. Section lS9A.1 as al;:ende~ 

2 by this Act, section 159A.8, and seclions :S9A.5: subsection 

1 5, paragraph lIel! and 423.24: 0v.b5ec~ion 1, parag;-a.~:; It",. as 

4 created in this Act, shall be applicable on and after July 1, 

5 ~993. However, the office of reneNable fuel and :he 

6 department of revenue and finance s~al: adopt rules necessary 

7 to implement those sections prior to July!, 1993. 

8 Sec. 11. FUTURE ctEPEALS. 

9 1. Section 159A.7, as alr,ended by this Act, is repealed ar:d 

10 the Code editor shall recodify the language in section j~9A.7 

1: contained in the 1991 Code Supplenent. 

12 2. Section 159A.8, as created in this Act, is [e~eal~d. 

13 

14 in 

3. Section 159A.5, subsection 5, paragraph "e", a3 2nacteC 

this Act, is amer:ded by striking the paragraph. 

l5 

16 111 

4. Section 423.24, subsec!:ion It paragraph "b", as Cl~dcted 

this Act, is amer.ded by stri~ing ~he para.grap:'-,. 

17 5. Unobligated or unencumbered moneys i~ the ethal101 

18 production incentive aCCOL!nt of the r2!1eWable fue2. rU;)(l shall 

19 be credited to the road use tax fund as provided ir, S~CtiOII 

20 423.24. 

21 6. This section takes effect July 1, 199U. 

22 EXPLANATION 

23 This bill amends provisions ~elating to renewable fuel. In 

24 1991, the general assembly adop:e,j a number of provis'ons, 

2'; ir.cluding chapter l59A, designed to support the prod,:ric" and 

26 consumpcion of :enewable fuel. 

27 This bill first amends provisions for purposes of 

2R conformity. The bill establishes a new progra:n adniinjsi:e~ec1 

29 by the office of renewable fuel which provides ~ina11cidl 

30 :n2entives to s~pport the :nc~eased produc~io~ of ethanol 

31 derived from aI~ organic compound, including a photosy~tha~~:. 

32 The bi:l provides procedures for the admi~~strat.o~ II. ~he 

J3 paynent of claims by eligible produce:s. :~i()r.ey5 ~G mDk~~ 

34 ?aymenc derive from a~ accoun'.,: es~aDlished \..;it.!lili :';:'e 

3S re:1e:..:able f~el ::und. IVioneys a:-e deposited into t;;e acc:.:.,~!:': 

-8-



S.F. ~/~1 H.F. 

1 from revenue raised by the use tax on motor vehicles. 

2 trai~ers. and motor vehicle accessories a;ld equipment as 

3 collected pursuant to section 423.7. In order to qualify for 

4 a payment an ethanol production facility must be located 1n 

5 this state, the facility must have an ann~al production 

6 capacity of at least 5.000,000 gallons of ethanol. and the 

7 facility must either be constructed on or after July 1. 1993, 

8 or the annual production capacity of the facility must 

9 increase by at least 50 percent and at least 5,000.000 gallons 

10 on or after July 1. 1993. An expanded facility must produce 

11 at its full capacity. The payments are based on the number of 

12 gall.oos of ethanol produced in a computation per~od 

13 established by the office. Payments shall be made according 

14 to the total number of gallons produced by a new :acility or 

15 the percentage produced by an expanded facility Wh1Ch is 

16 attributable to the expansion. The office shall allocate 

17 moneys equally between cooperative associations organized 

18 under Iowa law and persons other than cooperative 

19 associations. The bill provides for the allocation of moneys 

20 when too few or too many Claims exist. The bill provides tha~ 

21 a single producer shall not receive more than $3 million 1n 

22 incentive payments during one fiscal year. A producer is also 

23 prohibited from receiving a payment after submitting claiRls 

24 for payments for the production of more thin 15,000.000 

25 gallons of ethanol during a fiscal year. Claims are to be 

26 paid on or after January 1. 1994. For the fisca~ year 

27 beginning on July 1. 1993. the account can~ot pay more than $3 

28 million in incent1ve payments. For each following fiscal 

29 year, the account cannot pay more than $4 mill10n in incentive 

30 payments. 

31 The bill amends provislons relating to the allowable 

32 purposes of cooperative associations to include e~~anol 

33 production. 

14 The provis1ons creating the program and acco~nt are 

35 repealed on July 1, :998. 

:"53 S123SV 74 

-9- da/cf/24.l 



SENATE CLIP SHEET MARCH 13, 1992 

SENATE FILE 2159 
FISCAL NOTE 

Page 14 

A fiscal note for Senate File 2159 is h~reby submit:ed pursuant te) Juint Rul~ 
17. Data used in developing this tiscal note is avai~abie from the r~€gislat;ve 
Fiscal Bureau to memhers ot the Legislature upon reques:. 

Senate File 2159 estAbcishes a ?rogra~ ~d~inistered ~y the Office uf Ke~ewa~12 
Fuel Ln the DepartmenL of Agricu1:ure and Land Stewardsr.ip (DAI.S) to pro';id~ 

financlal incentives su?porting the increased production of ethanol,. An 
Ethanol Production Incentive Account 1$ created to support the Ethanol 
Productioll IJ1Cent~vc Program. 

Revenues for the Incentive Account are to come from 3.5% (not to exceed $1.0 
million per quarter) of the use tax on motor vehicles, trailer~, ~nd rr.OlOr 

vehicLe accessories Bnd equipment. 

The Tnccnt i 'Ie Pr-ogram wouLd provide a qual i fied ethanol producer wi th t~e:lty 

cents from the Incentive Account for each qualifying gallon of ethanol 
produced. For FY 1994, the Incentive Account cllnnot pay more than $3 mi: I ion 
In incentive payments. For FY 1995, this amount cannot be more than $4 
mil!ion. The program and account are rc?ealed on July I, 1998. 

The Department estimates that they would need $50,000 for a Program Planner II 
O~ lIf position and support to administer the program. 

So,.ree: The Department of Agriculture and Land Stewardship 
(LSB 5723sv, AAW) 

FILED ~ARCH 12, 1992 BY DENNIS PROUTY, FXSCAL DIRECTOR 
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S.F. H.F. 

1 Section 1. Section l59A.5, sUbsection 2, Code Supplement 
2 1991, is amended to read as follows: 

3 2. The committee shall monitor conditions, practices, 

4 policies, programs, and procedures affecting the production 

5 and consumption of renewable ftteis fuel. 

6 Sec. 2. Section l59A.5, subsection 5, Code Supplement 

7 1991, is amended by adding the following new paragraph: 

8 NEW P~~GR~PH. e. Review the distribution of ethanol 
9 production incentive payments to qualified persons, pursuant 

10 to section 159A.8. 
11 Sec. 3. Section 159A.6, unnumbered paragraph 2, Code 

12 Supplement 1991, is amended to read as follows: 

13 The committee shall develop standards for decals required 

14 pursuant to section 2l4A.16, which shall be designed to 

15 promote the advantages of using renewable fuel. The standards 

16 may be incorporated within a model decal adopted by the board 
17 committee and approved by the office. 

18 Sec. 4. Section l59A.7, Code Supplement 1991, is amended 
19 to read as follows: 
20 159A.7 RENEWABLE FUEL FUND. 

21 1. A renewable fuel fund is created in the state treasury 

22 under the control of the office of renewable fuel. The fund 

23 is composed of moneys accepted by the office. Moneys in the 
24 fund shall be deposited into the renewable fuel activities 
25 account or the ethanol production incentive account. The fund 

26 may include moneys appropriated by the general assembly, and 
27 other moneys available to and obtained or accepted by the 
28 office, including moneys from the United States, other states 
29 in the union, foreign nations, state agencies, political 

30 subdivisions, and private sources. 
31 ~7 Moneys in the fund shall be used only to administer 

32 this chapter. 

33 2. Moneys in the ftt~d renewable fuel activities account 
34 shall be allocated at the beginning of each fiscal year as 
35 follows: 

-1-
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1 a. Up to forty percent may be dedicated to support 
2 promotion and advertising of ethanol fuel. 
3 b. Up to thirty percent may be dedicated to support 
4 research at the university of Iowa. 
5 c. Up to thirty percent may be dedicated to support 
6 research at Iowa state university of science and technology. 
7 d. The remaining balance shall be used by the office to 
8 support other projects or programs developed by the office. 

9 3. Moneys shall be deposited in the ethanol production 
10 incentive account as provided in section 423.24. The moneys 

11 shall be allocated to provide financial incentives to support 
12 the increased production of ethanol derived from an organic 
13 compound, including a photosyntate, as provided in section 
14 l59A.8. 
15 3 4. Moneys in the fund ~hai%-be are subject to an annual 

16 audit by the auditor of state. The fund ~he%i-be is subject 
17 to warrants by the director of revenue and finance, drawn upon 
18 the written requisition of the coordinator • 
19 4 5. In administering the fund, the office may do all of 
20 the following: 
21 a. Contract, sue and be sued, and adopt procedures 
22 necessary to administer this section. However, the office 
23 shall not in any manner, directly or indirectly, pledge the 
24 credit of the state. 
25 b. Authorize payment from the £~ftd accounts, from aft! 
26 income received by investment of moneys in the fund, for 
27 administrative costs, commissions, attorney and accountant 
28 fees, and other reasonable expenses related to and necessary 
29 for administering the £ttftd-aftd-adm~ft~~te~~ft9-the-p~ogram 
30 accounts. 
31 5 6. Section 8.33 ~haii does not apply to moneys in the 
32 rc"d renewable fuel activities account. Income received by 
33 investment of moneys in the account shall remain in that 
34 account. Unobligated and unencumbered moneys remaining in the 

(... 35 ethanOl production incentive account on June 30 of each year 
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1 shall be credited to the road use tax fund as provided in 

2 section 423.24. 
3 Sec. 5. NEW SECTION. l59A.B ETHANOL PRODUCTION INCENTIVE 

4 PROGRAM. 
5 1. An ethanol production incentive program administered by 

6 the office is established. The office shall adopt rules 

7 pursuant to chapter 17A necessary to administer this section. 

8 The purpose of the program is to provide financial incentives 

9 to support the increased production of ethanol derived from an 

10 organic compound, including a photosyntate. 
11 2. To qualify for the incentive, the producer must submit 
12 a claim to the office for approval in a manner and according 

13 to procedures established by the office. A person applying 

14 for assistance is not eligible to receive assistance under 

15 this section unless the following requirements are satisfied: 

16 a. The production facility is located in this state. 

17 b. The production facility has an annual production 

lB capacity of at least five million gallons of ethanol. 
19 c. The production facility is constructed on or after July 
20 1, 1993, or the annual production capacity of the production 

21 facility increases by at least fifty percent, but not less 
22 than five million gallons, on or after July 1, 1993. 

23 d. An expanded production facility must produce at its 

24 full capacity. 
25 3. The office shall provide a qualified ethanol producer 

26 with an incentive payment of twenty cents for each qualifying 
27 gallon of ethanol produced. The producer shall be paid 

28 according to the total number of gallons produced by a new 
29 facility or according to the number of gallons produced by an 
30 expanded facility which is attributable to the expansion. In 
31 order to qualify for the payment, all fermentation, 
32 distillation, and dehydration of the ethanol must occur at the 

33 facility. The ethanol produced at the facility must be at 

34 least ninety-nine percent pure and must be denatured and 

35 s~bsequently blended with gasoline. 
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~ 1 4. The office shall approve a claim for an incentive 
2 payment. The claim shall at least include the following: 
3 a. The name of the producer. 
4 b. The location of the facility producing ethanol. 
5 c. The gallons of qualifying ethanol which were produced 
6 in the calculation period. 
7 d. Whether the producer is organized as a cooperative 
8 association organized pursuant to chapter 497, 498, or 499. 
9 The office shall verify the accuracy of the claims 

10 submitted by a producer. The office may require that a 

11 producer submit regular unqualified opinions based upon audits 
12 performed by a person certified pursuant to section 116.5. 
13 The office shall approve a claim and make an incentive payment 
14 within thirty days following receipt of the claim, unless the 
15 office notifies the producer otherwise. 
16 5. a. The payment shall be based on the number of gallons 

17 of ethanol produced in a computation period. The office shall 
~ 18 establish a schedule of computation periods. The computation 

19 periods shall be equal divisions within a state fiscal year 
20 and measured on a monthly basis. One computation period Shall 
21 not be more than three consecutive months in duration. Moneys 
22 available for payments during the state fiscal year shall be 
23 divided equally according to the computation periods. The 
24 office shall allocate moneys in the ethanol production 
25 incentive account as follows: 
26 (1) An amount equal to fifty percent of the moneys 
27 available in the account shall be reserved for purposes of 
28 making incentive payments to claimants which are cooperative 
29 associations organized pursuant to chapter 497, 498, or 499. 
30 All stockholders, shareholders, or members of a cooperative 
31 association must hold a legal or equitable interest in land 
32 located in this state. 
33 (2) An amount equal to fifty percent of the moneys 
34 available in the account shall be reserved for the purpose of 

~ 3S making incentive payments to persons who are claimants other 
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1 than cooperative associations organized pursuant to chapter 
2 497, 498, or 499. 

3 b. If moneys remain from the amount reserved to satisfy 
4 all claims made by cooperative associations at the end of a 
5 computation period, the office shall use the remaining moneys 

6 to increase payments made to persons other than cooperative 

7 associations submitting claims for that computation period, to 

8 the extent that the claims of those persons were not 

9 completely satisfied. If moneys remain from the amount 

10 reserved to satisfy all claims made by persons other than 
11 cooperative associations at the end of a computation period, 
12 the office shall use the remaining moneys to increase payments 
13 made to cooperative associations submitting claims for that 

14 computation period, to the extent that the claims of those 

15 cooperative associations were not completely satisfied. These 

16 remaining moneys shall be paid on a prorated basis according 

17 to the proportionate amount of ethanol produced during the 

18 computation period. If moneys remain from the amount reserved 

19 to satisfy the claims made by all cooperative associations and 

20 other persons, the moneys shall be allocated to ensure equal 
21 payments to cooperative associations and persons who are not 

22 cooperative associations during the remainder of the 
23 subsequent computation periods in the state fiscal year. 
24 c. If sufficient moneys are not available to satisfy the 
25 claims of all cooperative associations from moneys available 

26 for that computation period, the office shall prorate the 
27 payments to each cooperative association according to the 

28 proportionate amount of ethanol produced by each cooperative 

29 association for that computation period. If sufficient moneys 
30 are not available to satisfy the claims of all persons other 
31 than cooperative associations from moneys available for that 
32 computation period, the office shall prorate the payments to 
33 each of the persons according to the proportionate amount of 
34 ethanol produced by each person for that computation period. 

35 Except as provided in paragraph "b", a claimant who has 
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~ 1 received a prorated payment does not have a claim for the part 
2 of the payment which was not received. 

!. '.", '. 

3 d. The office shall begin making payments on and after 
4 January 1, 1994. For the fiscal year beginning on July 1, 
5 1993, and ending on June 30, 1994, the fund shall not pay more 
6 

7 
8 

9 
10 
11 

12 

13 

14 

15 
16 
17 
18 
19 
20 

21 

22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

32 

than three million dollars for incentive payments. For each 
fiscal year following June 30, 1994, the fund shall not pay 
more than four million dollars for incentive payments. A 
producer is not eligible to receive more than three million 
dollars in incentive payments during one state fiscal year. A 

producer is not eligible to receive payments in a state fiscal 
year after receiving payments based on claims for the 
production of more than fifteen million gallons of ethanol 
during the fiscal year. 

Sec. 6. Section 423.24, subsection 1, Code Supplement 
1991, is amended by adding the following new paragraph after 
paragraph a, and relettering subsequent paragraphs: 

NEW PARAGRAPH. b. Beginning on July 1. 1993. three and 
one-half percent of the remaining revenue, not to exceed one 
million dollars per quarter, derived from the use tax on motor 
vehicles, trailers, and motor vehicle accessories and 

equipment as collected pursuant to section 423.7, shall be 
deposited in the ethanol production incentive account of the 
renewable fuel fund created in section 159A.7. Moneys 
deposited according to this paragraph are a continuing 
appropriation for expenditure under section 159A.8. 
Unobligated or unencumbered moneys remaining in the account on 
June 30 of each year shall be credited to the road use tax 
fund as provided in this section. 

Sec. 7. Section 497.1, Code 1991, is amended to read as 
follows: 

497.1 PLAN AUTHORIZED. 
Any number of persons, not less than five. may associate 

themselves as a co-operative association, society, company or 
35 exchange, for the purpose of conducting any agricultural, 

33 

34 
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1 dairy, ethanol production, mercantile, mining, manufacturing, 4Il 
2 or mechanical business on the co-operative plan. For the 

3 purposes of this chapter, the words "association", "company", 

4 "corporation", "exchange", "society", or "union", shall be 

5 construed to mean the same. 
6 Sec. 8. Section 498.2, Code 1991, is amended to read as 
7 follows: 

8 498.2 ORGANIZATION. 

9 Any number of persons, not less than five, may associate 

10 themselves as a co-operative association, without capital 

11 stock, for the purpose of conducting any agricultural, 

12 livestock, horticultural, dairy, ethanol production, 

13 mercantile, mining, manufacturing, or mechanical business, or 

14 the constructing and operating of telephone and high tension 
15 electric transmission lines on the co-operative plan and of 

16 acting as a co-operative selling agency. Co-operative 
17 livestock shipping associations organized under this chapter 

18 shall do business with members only. 

19 Sec. 9. Section 499.2, unnumbered paragraph 4, Code 1991, 

20 is amended to read as follows: 

21 "Agricultural associations" are those formed to produce, 

22 grade, blend, preserve, process, store, warehouse, market, 
23 sell, or handle an agricultural product, or a by-product of an 
24 agricultural product; to produce ethanol; to purchase, 
25 produce, sell, or supply machinery, petroleum products, 
26 equipment, fertilizer, supplies, business services, or 
27 educational service to or for those engaged as bona fide 

28 producers of agricultural products; to finance any such 
29 activities; or to engage in any co-operative activity 

30 connected with or for any number of these purposes. 

31 Sec. 10. DATE OF APPLICABILITY. Section 159A.7 as amended 

32 by this Act, section 159A.8, and sections 159A.5, subsection 
33 5, paragraph "~en and 423.24, subsection 1, paragraph abo, as 
34 created in this Act, shall be applicable on and after July 1, 
35 1993. However, the office of renewable fuel and the 
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department of revenue and finance shall adopt rules necessary 
to implement those sections prior to July 1, 1993. 

Sec. 11. FUTURE REPEALS. 
1. Section lS9A.7, as amended by this Act, is repealed and 

the Code editor shall recodify the language in section l59A.7 
contained in the 1991 Code Supplement. 

2. Section 159A.8, as created in this Act, is repealed. 
3. Section 159A.S, subsection 5, paragraph "e", as enacted 

in this Act, is amended by striking the paragraph. 
10 4. Section 423.24, subsection 1, paragraph "b", as enacted 
11 in this Act, is amended by striking the paragraph. 
12 

13 
14 
15 
16 

17 
18 

19 
20 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 

33 
34 

5. Unobligated or unencumbered moneys in the ethanol 
production incentive account of the renewable fuel fund shall 

be credited to the road use tax fund as provided in section 
423.24. 

6. This section takes effect July 1, 1998. 
EXPLANATION 

This bill amends provisions relating to renewable fuel. In 
1991, the general assembly adopted a number of provisions, 
including chapter lS9A, designed to support the production and 
consumption of renewable fuel. 

This bill first amends provisions for purposes of 
conformity. The bill establishes a new program administered 
by the office of renewable fuel which provides financial 
incentives to support the increased production of ethanol 
derived from an organic compound, including a photosyntate. 
The bill provides procedures for the administration of the 
payment of claims by eligible producers. Moneys to make 
payment derive from an account established within the 
rene~able fuel fund. Moneys are deposited into the account 
from revenue raised by the use tax on motor vehicles, 
trailers, and motor vehicle accessories and equipment as 
collected pursuant to section 423.7. In order to qualify for 
a payment an ethanol production facility must be located in 

35 this state, the facility must have an annual production 
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1 capacity of at least 5,000,000 gallons of ethanol, and the 

2 facility must either be constructed on or after July 1, 1993, 

3 or the annual production capacity of the facility must 

4 increase by at least 50 percent and at least 5,000,000 gallons 

5 on or after July 1, 1993. An expanded facility must produce 

6 at its full capacity. The payments are based on the number of 

7 gallons of ethanol produced in a computation period 

8 established by the office. Payments shall be made according 

9 to the total number of gallons produced by a new facility or 

10 the percentage produced by an expanded facility which is 

11 attributable to the expansion. The office shall allocate 

12 moneys equally between cooperative associations organized 

13 under Iowa law and persons other than cooperative 

14 associations. The bill provides for the allocation of moneys 

15 when too few or too many claims exist. The bill provides that 

16 a single producer shall not receive more than $3 million in 

• 

17 incentive payments during one fiscal year. A producer is also 

18 prohibited from receiving a payment after submitting claims ... 

19 for payments for the production of more than 15,000,000 

20 gallons of ethanol during a fiscal year. Claims are to be 

21 paid on or after January 1, 1994. For the fiscal year 

22 beginning on July 1, 1993, the account cannot pay more than $3 

23 million in incentive payments. For each following fiscal 

24 year, the account cannot pay more than $4 million in incentive 
25 payments. 

26 The bill amends provisions relating to the allowable 

27 purposes of cooperative associations to include ethanol 

28 production. 

29 The provisions creating the program and account are 

30 repealed on July 1, 1998. 

31 

32 

33 

34 

35 
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