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SENATE FILE ga/@s??

BY COMMITTEE ON AGRICULTURE

(SUCCESSOR TO SSB 2172)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays

Approved

A BILL FOR
1 An Act relating to the production of ethanol, providing for
2 appropriation and allocation of moneys, and providing
3 applicability dates.
4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
5
6
SENATE FILE 2158
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 more 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".
g 5. Page 3, by striking lines 33 and 34 and

10

inserting the following: "the production faclility.

In".
6. By renumbering as necessary.

DERRYL MCLAREN JACK wW. HESTER
LEONARD L. BOSWELL JIM KERSTEN
BERL E. PRIEBE EUGENE FRAISE
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Section 1. Section 159%9A.5, subsection 2, Code Supplement
1591, i1s amended to read as follows:

2. The committee shall monitor conditions, practices,
policies, programs, and procedures affecting the production
and consumption of renewable fue*s fuel,

Sec. 2. Section 159A.5, subsection 5, Code Supplement
1991, is amended by adding the following new paragraph:

NEW PARAGRAPH. e. Review the distribution cf etharnol

production incentive payments to qualified persons, pursuant
to section 159A.8.

Sec. 3. Section 159A.6, unnumbered paragraph 2, Code
Supplement 1991, is amended to read as follows:

The committee shall develcop standards for decals required
pursuant to section 214A,16, which shall be designed to
promcte the advantages of using renewable fuel. The standards
may be incorporated within a model decal adopted by the board

committee and approved by the eofffee coordinator or the

coordinator's designee.

Sec, 4. Section 159A.7, Code Supplement 1991, is amended
to read as follows:

159A.7 RENEWABLE FUEL FUND.

1, A renewable fuel fund is created in the state treasury
under the control of the office of renewable fuel. The fund

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

fund shall be deposited into the renewable fuel activities

account or the ethanol preoduction ilncentive account. The fund

may include moneys appropriated by the general assembly, and
other moneys available to and obtained or accepted by the
office, including moneys from the United States, other states
in the union, foreign nations, state agencies, political
subdivisions, anc private sources.

2s Moneys in the fund shall be used only to administer
this chapter,

2. Moneys in the fund renewable fuel activities accountg

shall be allccated at the beginning of each fiscal vyear as

o
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follows:

a. Up to forty percent may be dedlicated to suppert
promotion and advertising of ethanol fuel.

b. Up to thirty percent may be dedicated to support
research at the university of Iowa.

¢. Up to thirty percent may be dedicated to support
research at Iowa state university of science and technology.

d. The remaining balance shall be used by the office to
support other projects or programs developed by the office.

3. Moneys shall be deposited in the ethano: prodyction

incentive account as provided in section 423.24. The moneys

shall be allocated to provide financial incentives to support

the increased production of ethanol derived from an organic

compound, including a photosynthate, as provided in section

159A.8.

3 4. Mcneys in the fund shaii-be are subject to an annual
audit by the auditor of state. The fund shaii-be is subjec:
to warrants by the director of revenue and finance, drawn upon
the written requisition of the coordinator.

FEs

4 5. 1In administering the fund, the office may do all of
the following:

a. Contract, sue and be sued, and adopt procedures
necessary to adminlster this section, However, the off:ce
shall not in any mannrer, directly or indirecily, pledge the
credit of the state,

b. Authorize payment frem che fmwn& accounis, f{roi any
income received by investment of moneys in the Iurc, for
administrative costs, commissions, attorney ané accountan:
fees, and other reasonable expenses related Lo and necessary
Zor acministering the furd-and-administering-tne-sregran

dCf‘DuntS.

5 6. Section 8.32 shail does not apply (o none;s Ll
fund renewable fuel activities acrcount. Iscome recelved oy
invesiment of meoneys irn the account shail remalin i viat
account. Moneys approoriated for a state flscal yoar o Lne
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ethanol productien incentive account which remain unovligated

and unencumbered on July 15 of the following state fiscai year

shall be credited to the road use tax fund as provided in

section 423.24.
Sec. 5. NEW SECTION. 159A.,8 ETHANOL PRCDUCTION INCENTIVE

PROGRAM,

1. An ethanol productlon incentive prcgram administered by

the office is established. The office shall adopt rules
pursuant to chapter 178 necessary to administer thig section.
The purpose of the program is to provide financial incentives
to support the increased production of etharol derived from an
organic compound, including a photosynthate.

2. To qualify for the irncentive, the producer must submit
a claim to the office for approval in a manner and according
to procedures established by the office. A person applying
for assistance is not eligible to receive assistance underx
this section unless the following requirements are satisfied:

a. The production facility is located in this state.

b. The production facility has an annual production
capacity of at least five million gallons of ethanoi,.

c. The production facility is constructed on or after July
1, 1893, or the anrual production capacity of the production
facility increases by at least fifty percent, but not less
than five million gallions, on or after July 1, 19935.

d. An expanded production facility must produce at a
percentage of its capacity considered to be £full capacity for
a similar size and type of facility, as determined by the
office.

3. The office shall provide a quaiified ethanrol producer
with ar incentive payment of twenty cents for each qualifying
gallon of ethano. produced. The producer shall be paid
according to the total number of gallons procduced by a new
facility or according to the number of gailons produced by an
expanded facility whicn is attributable to the expansion. 1In

order to gqualify for the paymenrt, &all fermentation,

-3=
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digtillation, and dehydration of the ethanol must occur at &
Y

facility. The ethancl produced at the facility must be at
least ninety-nine percent pure ané must be denatured and
subsequently blencded with gasoline,

4. The office shall approve a claim for an incentive
payment. The claim shall at least include the foilcowing:

a. The name of the producer,

b. The location of the facility producing ethanol.

c. The gallons of qualiifying ethanol which were produced
in Lthe calculation period.

d. Whether the producer is organized as & cooperative
association organized pursuant to chapter 4¢7, 498, or 486G,

The office shall verify the accuracy c¢f the claims

submitted by a producer. The office may reguire that a

producer submit regular unqua_-f‘ed oplniong based upon audits

A P . ‘-

performed by a2 person certified pursuant Lo secilon 116-

The office shall aporove a2 claim and maks an lncentive payment
& 1

within thirty days following receipt of the claim, unless th

office notifies the producer ctherwise.

S. a. The payment shall be based on the number of gallons

of ethanol produced in a computation period. The office sha
establish a schedule of computation periods. ‘'lhe computation
F

periods shall be equai divisions within a state fiscal y=a:

and measured on a monthly basis. One computaticn period shall

not he more than three consecutive months 1n duration. MNoney:

available for payments during the state fiscal year sitall be
divided equally according to the computation periods. The
cffice shall allocate meoneys in the ethanol productien
incentive accounrt as follows:

(1} An amount egual to fifty percent of the moreys
available 1n the account sha:l be reserved f[or purpeses of

maxlng incentive payments Lo claimants which are cocperau.ve
4

-0

associanions organized pursuant to chapter 467, 488, o 499,

All stockholders, shareholders, or members <¢f a cooperat .ou
association must hold a legal or eguitable interest in land
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located in this state.

{2) An amount equal to fifty percent of the moneys
available in the account shall be reserved for the purpose of
making incentive payments to persons who are claimants other
than cooperative associations organized pursuant to chapter
497, 498, or 49S5.

b. If moneys remain from the amount reserved to satisfy
all claims made by cooperative associations at the end of a
computation period, the office shall use the remaining moneys
to increase payments made to persons other than cooperative
associations submitting claims for that computation pericd, to
the extent that the claims of those persons were not
comnpletely satisfied. If moneys remaln from the amount
reserved to satisfy all claims made by persons cther than
cooperative associations at the end of a computation period,
the office shall use the remaining moneys 0 increase payments
made tc cooperative associations submitting claims for that
computation period, to the extent that the c¢laims of those
cooperative associations were not completely satisfied. These
remaining moneys shall be paid on a prorated basis according
to the proportionate amount of ethancl produced during the
computation period., If moneys remain from the amount reserved
to satisfy the claims made by all cooperative assoc.ations and
other persons, the moneys shall be allocated to ensure equal
payments to cooperative associations and persons who are not
cooperative associations during the remainder of the
subsequent computation periods in the state fiscal year.

c. If sufficient moneys are not available to satisfy the
claims of all cooperative associations from moneys available
for that computation pericd, the office shall prorate the
payments to each cooperative association acccording to the
proportionate amount of ethanol produced by each ccoperative
assocliation for that computation period. If sufticient moneys
are not avallable to satisfy the claims of all persons other

than cooperative assoclations from moneys avaiiable for that
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computation period, the office shall prorate tha paymenis 20
each of the perscns according to thre proportionaie amounst of
ethanol produced by each person for that computacion per:od.
Except as provided in paragrapn "b", a claimant who has
received a prorated payment dces not have a claim for the part
of the payment which was not received.

d. The office shall begin making payments on and atfter

et

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

7

1993, and ending on June 30, 1994, the fund shai! not pay more

Lk &}

O 2ach

—-

than tihree million dollars for incentive payments.
fiscal year following June 3¢, 1994, the fund shal: not pay
more than four m:lliion dollars for incentive payments. A
producer 1s not eligible Lo receive more than three mil!lion
dollars in incentive payments during one state fiscal year. &

Tt
[tH

producer 1s not eligible to receive gayments in a st

I
I
oy
i

year after receiving payments based con claims fo

production of more than fifteen mililon gallons ¢f evhanci

during the fiscal year.
Sec. 6. Section 423.24, subsection 1, Code Supplement

1991, is amended by adding the ZIoilowing new paragraph alter

paragraph a, and relectering sunseguent paragrapns
NEW PARAGRAPH. b. Beginning on July 1, 1983, thres and

one-half percent of the remaining revenue, no:t to =2xceecd one
million dollars per quarter, cderived from the use tax on mcror
vehicles, trallers, and motor vehicle accesscriss and
equipment as collected pursuant to section 423.7, shall be
deposited in the ethanol production incentive account of ithe
renewable fuel fund creazed in sectlion 159A.7. Moauys
deposited according to this paragraph are a continuing
appropriation for expenditure under section 1394.8. Moneys
deposited during a state fiscal year %o the ethanol produciion
incentive account which remain unobligated and unencumocries on
July 15 of tne following state fiscal year shall be cred.ted
o tne roacd use tax fund as provided in this section.

Sec. 7. Section 497.1, Code 19591, 1is amended to read as
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follows:
497.1 PLAN AUTHORIZED.
Any number of persons, not less than flve, may associate

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

dairy, ethanol production, mercantile, mining, manufacturing,

or mechanical business on tne co-operative plan. For the
purposes of this chapter, the words "association", "company",
"corporation”", "exchange", "society", or "union", shall be
construed to mean the same.

Sec. 8. Section 498.2, Code 1691, is amended to read as
follows:

498.2 ORGANIZATION,

Any number of persons, not less than five, may associate
themselves as a co-operative association, without capital
stock, for the purpose of conducting any agricultural,
livestock, horticultural, dairy, ethanol production, .
mercantile, mining, manufacturing, or mechanical businress, or

the constructing and operating of telephone and high =zension
electric transmission lines on the co-operative plan and of
acting as a co-operative selling agency. Co-operative
livestock shipping associations organized under this chapter
shall do business with members only.

Sec. 9. Section 499%9.2, unnumbered paragraph 4, Code 199},

is amended to read as follows:

"Agricultural associations" are those formed to produce,
grade, blend, preserve, process, store, warehouse, market,
sell, or handle an agricultural product, or a by-product of an

agricultural product; o produce ethanol; to purchase,

produce, sell, or supply machinery, petroleum products,

equipment, fertilizer, supplies, business services, or

educational service to or for those engaged as bona fide

producers of agricultural products; to finance any such

activities; or to engage in any co-cperative activity .

connected with ¢r for any nunmber of these purposes.




Sec. 10. DATE OF APPLICABILITY. Sechtion 15%92.7 a3 am

-

2 by this Act, section 1594.8, and sections 158A.3. subse

1 5, paragraph "e" and 423.24. subseciion 1, paragrash “u”

4 created in this Act, shall be applicablie or and after Jui

& 1893. However, the office of renpewable fuel and :he

5 department of reverue and finance shall adopt rules neccasary
7 to implement those sections prior to July X, 18393,

8 Sec. l1. FUTURE REPEALS.

9 1. Section 159A.7, as amended by this Act, 1s repecaled and
10 the Code editor shall recodify the language in section (5SA.7

11 contained in the 1591 Code Supplenent.
12 2. Section 159A.8, as created in {his Act, 1s repeaicd.
13 3. Section 159A.5, subsecticn 5, paragrapn "e*, as enacrec
14 in this Act, is amended by striking the paragraph.
15 4. Section 423.24, subseciion 1, paragraph "b", as enacted
16 in this Act, is amencded by strixing Ihe paragrapi.
. 17 5. Unobligated or unencumbered moneys in the ethanol
18 production incentive account of the renewabie fuel fund shall
i9 be credited tec the road use tax fund as provided in section
20 423.2¢4.
21 6. This section takes effect July 1, 1988.
22 EXPLANATION
23 This bill amends provisions relating t¢ renewable Fuei. In
24 1991, the general assembly adop:ied & number of provisicns.
25 including chapter 159A, designed to support the prodi—tion and
26 consumption of renewablie fuel.
27 This pill first amends provisions for purposes of
28 conformity. The bill establishes a new program administered

- s
DanNCirLal

-

29 by the office of renewable fuel wnicn provides £

P

rh

eLnano:

3¢ incentives to support the Increased oroduction ©
31 derived from an organic compound, iznclu a vhotosynthane.
32 The bill provides procedures for the ad ration . nhe
33 payment of claims by eliglble procducers. Mornevs LG make

payrment derive from an account established within zhe

x
B
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renewable fuel fund. Moneys are ceposited intc the acccount
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from revenue raised by the use tax on motor vehicles,
traiiers, and motor vehicle accessories and equipment as
collected pursuant to section 423.7. 1In order to qualify for
a payment an etranol production facility must be located in
this state, the facility must have an annual production
capacity of at least 5,000,000 gallons of ethanol, and the
facility must either be constructed on or after July I, 1993,
or the annual production capacity of the faclilty must
increase by at least 50 percent and at least 5,000,000 gallons
on or after July 1, 1993. An expanded facllity must produce
at i%s full capacity. The payments are based on the number of
gallons of ethanol produced in a computation period
established by the office. Payments shall be made according
to the total number of gallons produced by a new facllity or
the percentage produced by an expanded facility which is
attributable to the expansion. The office snall allocate
moneys equally between cooperative associatlions organized
under Iowa law and persons other than cooperative
associations. The bill provides for the allocation of moneys
when too few or too many claims exist. The bill provides that
a single producer shall not receive more than $3 million 1n
incentive payments cduring one fiscal year. A producer is also
prohibited from recelving a payment after submitting claiss
for payments for the production of more tnan 15,000,000
gallons of ethanol! during a fiscal year. C(laims are to be
paid on or after January 1, 1994. For the fiscal year
beginning on July 1, 1993, the account cannot pay more than $3
million in incentjive payments. For each following fiscal
year, the account cannot pay more than $4 million in incentive
payments.

The bill amends provis:ions relating to the aliowable
purposes of cooperatlve asscociations to iacglude ethanol
production,

The provisions creating the program and account are
repealed on July i, :998.

L83 57238V 74
-9- da/cf/24.1
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" SENATE FILE 2159
A FISCAL NOTE

- e — — [

A [iscal naote for Senate File 2159 is hereby submitzed pursuant to Joint Rule
17. Data used in developing this tiscal note 1s availabie f{rom the Legistative
Fiscal Bureau to members of the Legislature upon request.

Senate File 2159 estabiishes a program administered by the Office of Renewable
Fuel in the Department of Agriculture and Land Stewardship (DALS) Lo provide
financial 1incentives supporting the increased production of ethanol. An
Erthanol Production Incentive Account is created to support the Ethanot
Production Incentive 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, trailers, and motor
vehicle accessories and equipment.

The Tocentive Program would provide a qualified cthanol producer with twenty
cents ftrom the Incentive Account for each qualifying gallon of ethanol
produced.  For FY 1994, the Incentive Account cannot pay more than $3 miilion
in incertive payments. For FY 1995, this amount cannot be more than $4
miltion. The program and account are repealed on July 1, 1998.

. Fiscal Impact:

The Department estimates that they would need $50,000 for a2 Program Planner 1T
oc UIT position and support to administer the program,

Source: The Department of Agriculture and Land Stewardship
(LSB 5723sv, AAW)

FILED MARCH 12, 1992 BY DEWNIS PROUTY, FISCAL DIRECTOR
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A BILL FOR

An Act relating to the production of ethanol, providing for the
appropriation and allocation of moneys, and providing
applicability dates.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 159A.5, subsection 2, Code Supplement
1991, is amended to read as follows:

2. The committee shall monitor conditions, practices,
policies, programs, and procedures affecting the production
and consumption of renewable fueils fuel.

Sec, 2, Section 159A.5, subsection 5, Code Supplement
1991, is amended by adding the following new paragraph:

NEW PARAGRAPH. e. Review the distribution of ethanol
production incentive payments to qualified persons, pursuant
to section 159A.8.

Sec. 3. Section 1592.6, unnumbered paragraph 2, Code
Supplement 1991, is amended to read as follows:

The committee shall develop standards for decals required
pursuant to section 214A.16, which shall be designed to

promote the advantages of using renewable fuel. The standards
may be incorporated within a model decal adopted by the beard
committee and approved by the office.

Sec. 4. Section 159A.7, Code Supplement 1991, is amended
to read as follows:

159A,7 RENEWABLE FUEL FUND.

1. A renewable fuel fund is created in the state treasury
under the control of the office of renewable fuel. The fund
is composed of moneys accepted by the office. Moneys in the
fund shall be deposited into the renewable fuel activities
account or the ethanol production incentive account. The fund

may include moneys appropriated by the general assembly, and
other moneys available to and cobtained or accepted by the
office, including moneys from the United States, other states
in the union, foreign nations, state agencies, political
subdivisions, and private sources.

2+ Moneys in the fund shall be used only to administer
this chapter.

2. Moneys in the fund renewable fuel activities account

shall be allocated at the beginning of each fiscal year as
foliows:

.
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a. Up to forty percent may be dedicated to support
promotion and advertising of ethanol fuel.

b. Up to thirty percent may be dedicated to support
research at the university of Iowa.

¢. Up to thirty percent may be dedicated to support
research at Iowa state university of science and technology.

d. The remaining balance shall be used by the office to
support other projects or programs developed by the office.

3. Moneys shall be deposited in the ethanol production

incentive account as provided in section 423.24. The moneys

shall be allocated to provide financial inc¢centives to support

the increased production of ethanol derived from an organic

compound, including a photosyntate, as provided in section
159A.8.

3 4. Moneys in the fund shaii-be are subject to an annual
audit by the auditor of state. The fund shaii-be is subject
to warrants by the director of revenue and finance, drawn upon

the written requisition of the coordinator.

4 5. In administering the fund, the office may do all of
the following:

a. Contract, sue and be sued, and adopt procedures
necessary to administer this section. However, the office
shall not in any manner, directly or indirectly, pledge the
credit of the state.

b. Authorize payment from the fund accounts, from any
income received by investment of moneys in the fund, for
administrative costs, commissions, attorney and accountant
fees, and other reasonable expenses related to and necessary
for administering the fund-and-admintstering-the-progranm
accounts.

5 6. Section 8.33 shaii does not apply to moneys in the
fund renewable fuel activities account. Income received by

investment of moneys in the account shall remain in that

account. Unobligated and unencumbered moneys remaining in the

ethanol production incentive account on June 30 of each year

-2-
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shall be credited to the road use tax fund as provided in
section 423.24.

Sec. 5. NEW SECTION. 155A.8 ETHANOL PRODUCTION INCENTIVE
PROGRAM.

1. An ethanol production incentive program administered by
the office is established. The office shall adopt rules
pursuant to chapter 17A necessary to administer this section.

The purpose of the program is to provide financial incentives
to support the increased production of ethanol derived from an
organic compound, including a photosyntate.

2. To gqualify for the incentive, the producer must submit
a claim to the office for approval in a menner and according
to procedures established by the office. A person applying
for assistance is not eligible to receive assistance under
this section unless the following requirements are satisfied:

a. The production facility is located in this state.

b. The production facility has an annual production
capacity of at least five million gallons of ethanol.

c. The production facility is constructed on or after July
l, 1993, or the annual production capacity of the production
facility increases by at least fifty percent, but not less
than five million gallons, on or after July 1, 1983,

d. &n expanded production facility must produce at its
full capacity.

3. The office shall provide a qualified ethanol producer
with an incentive payment of twenty cents for each qualifying
gallon of ethanol produced. The producer shall be paid
according to the total number of gallons produced by a new
facility or according to the number of gallons produced by an
expanded facility which is attributable to the expansion. 1In
order to qualify for the payment, all fermentation,
distillation, and dehydration of the ethanol must occur at the
facility. The ethanol produced at the facility must be at
least ninety-nine percent pure and must be denatured and
subsequently blended with gasoline.

-3~
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4. The office shall approve a claim for an incentive
payment. The claim shall at least include the following:

a, The name of the producer.

b. The location of the facility producing ethanol.

¢. The gallons of qualifying ethanol which were produced
in the calculation period.

d. Whether the producer is organized as a cooperative
association organized pursuant to chapter 497, 498, or 499.

The office shall verify the accuracy of the claims
submitted by a producer. The office may require that a
producer submit regular ungqualified opinions based upon audits
performed by a person certified pursuant to section 116.5.

The office shall approve a claim and make an incentive payment
within thirty days following receipt of the claim, unless the
office notifies the producer otherwise.

5. a. The payment shall be based on the number of gallons
of ethanol produced in a computation period. The office shall
establish a schedule of computation periods, The computation
periods shall be equal divisions within a state fiscal year
and measured on a monthly basis. One computation period shall
not be more than three consecutive months in duration. Moneys
available for payments during the state fiscal year shall be
divided equally according to the computation periods. The
office shall allocate moneys in the ethanol production
incentive account as follows:

(1) An amount equal to fifty percent of the moneys
available in the account shall be reserved for purposes of
making incentive payments to claimants which are cooperative
associations organized pursuant to chapter 497, 498, or 499.
All stockholders, shareholders, or members of a cooperative
association must hold a legal or equitable interest in land
located in this state,.

(2) An amount equal to fifty percent of the moneys
available in the account shall be reserved for the purpose of
making incentive payments to persons who are claimants other

....4_
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than cooperative associations organized pursuant to chapter
497, 498, or 499,

b. If moneys remain from the amount reserved to satisfy
all claims made by cooperative associations at the end of a
computation period, the office shall use the remaining moneys
to lncrease payments made to persons other than cooperative
associations submitting claims for that computation period, to
the extent that the claims of those persons were not
completely satisfied. If moneys remain from the amount
reserved to satisfy all claims made by persons other than
cooperative associations at the end of a computation period,
the office shall use the remaining moneys to increase payments
made to cooperative associations submitting claims for that
computation period, to the extent that the claims of those
cooperative associations were not completely satisfied. These
remaining moneys shall be paid on a prorated basis according
to the proportionate amount of ethanol produced during the
computation period, 1If moneys remain from the amount reserved
to satisfy the claims made by all cooperative associatlions and
other persons, the moneys shall be allocated to ensure equal
payments to cooperative associations and persons who are not
cooperative associations during the remainder of the
subsequent computation periods in the state fiscal year.

¢c. If sufficient moneys are not available to satisfy the
claims of all cooperative associations from moneys available
for that computation period, the office shall prorate the
payments to each cooperative association according to the
proportionate amount of ethanol produced by each cooperative
association for that computation period, If sufficient moneys
are not available to satisfy the claims of all persons other
than cooperative associations from moneys available for that
computation period, the office shall prorate the payments to
each of the persons according to the proportionate amount of
ethanol produced by each person for that computation period,
Except as provided in paragraph "b", a claimant who has
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received a prorated payment does not have a claim for the part
of the payment which was not received.

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

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
exchange, for the purpose of conducting any agricultural,
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dairy, ethanol production, mercantile, mining, manufacturing,

or mechanical business on the co-operative plan. For the
purposes of this chapter, the words "association", “company",
"corporation", "exchange", "society", or "union", shall be
construed to mean the same,

Sec. 8, Section 498.2, Code 1991, is amended to read as
follows:

498.2 ORGANIZATICN,

Any number of persons, not less than five, may associate
themselves as a co-operative association, without capital
stock, for the purpose of conducting any agricultural,
livestock, horticultural, dairy, ethanol production,

mercantile, mining, manufacturing, or mechanical business, or
the constructing and operating of telephone and high tension
electric transmission lines on the co-operative plan and of
acting as a co-operative selling agency. Co-operative
livestock shipping associations organized under this chapter
shall do business with members only.

Sec. 9. Section 499.2, unnumbered paragraph 4, Code 1991,
is amended to read as follows:

"Agricultural associations" are those formed to produce,
grade, blend, preserve, process, store, warehouse, market,
sell, or handle an agricultural product, or a by-product of an
agricultural product; to produce ethanol: to purchase,

produce, sell, or supply machinery, petroleum products,
eguipment, fertilizer, supplies, business services, or
educational service to or for those engaged as bona fide
producers of agricultural products; to finance any such
activities; or to engage in any co-operative activity
connected with or for any number of these purposes.

Sec. 10. DATE OF APPLICABILITY. Section 159A.7 as amencded
by this Act, section 159A.8, and sections 159A.5, subsection
5, paragraph "e" and 423.24, subsection 1, paragraph "b", as
created in this Act, shall be applicable on and after July 1,
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. FPUTURE REPEALS.

1. Section 159A.7, as amended by this Act, is repealed and
the Code editor shall recodify the language in section 159A.7
contained in the 1891 Code Supplement.

2. Section 159A.8, as created in this Act, is repealed.

3. Section 159A.5, subsection 5, paragraph "e", as enacted
in this Act, is amended by striking the paragraph.

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

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. 1In
1991, the general assembly adopted a number of provisions,
including chapter 159A, 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
renevable 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. 1In order to qualify for
a payment an ethanol production facility must be located in
this state, the facility must have an annual production
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capacity of at least 5,000,000 gallons of ethanol, and the
facility must either be constructed on or after July 1, 1993,
or the annual production capacity of the facility must
increase by at least 50 percent and at least 5,000,000 gallons
on or after July 1, 1993. An expanded facility must produce
at its full capacity. The payments are based on the number of
gallons of ethanol produced in a computation period
established by the office. Payments shall be made according
to the total number of gallons produced by a new facility or
the percentage produced by an expanded facility which is
attributable to the expansion., The office shall allocate
moneys equally between cooperative associations organized
under Iowa law and persons other than cooperative
associations. The bill provides for the allocation of moneys
when too few or too many claims exist. The bill provides that
a single producer shall not receive more than $3 million in
incentive payments during one fiscal year. A producer is also
prohibited from receiving a payment after submitting claims
for payments for the production of more than 15,000,000
gallons of ethanol during a fiscal year. Claims are to be
paid on or after January 1, 1994. For the fiscal year
beginning on July 1, 1993, the account cannot pay more than $3
million in incentive payments. For each following fiscal
year, the account cannot pay more than $4 million in incentive
payments.

The bill amends provisions relating to the allowable
purposes of cooperative associations to include ethanol
production.

The provisions ¢reating the program and account are
repealed on July 1, 1998.
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