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A BILL FOR

1 An Act relating to funding of new jobs training programs.

2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 15A.8 ©TOANS PAYAELE FRCOM NEW .
JOBS CREDIT FROM WITHHOLDING. |
1. As an additional means to provide moneys for the
payment of the costs of a new jobs training precject or
multiple projects under chapter 260E and this chapter, a
community college may make an advance or loan, including an
interfund transfer or 2 loan from mcneys on hand and legally
available, to be paid from the same sources and secured in the
same manner a&s certificates described in sections 15A.,7 and
260E.6.
2. Revenues from a job training agreement received prior
to the payment in full of certificates, iocans, or advances,
and nct pledged to such certificates, lcans, or advances, and
not necessary for the payment of principal and interest
maturing on such certificates, loans, or advances, may be
applied by the community college to the reduction of any other

outstanding certificates, loans, or advances.
Sec. 2. Section 422.16A, Code Supplement 1997, is amenced .
to read as follows: |
422.16A JOB TRAINING WITHHOLDING -- CERTIFICATION AND !
TRANSFER.
Upon the completion by a business of its repayment
obligaticn for a training project funded under chapter 250E,

including & job training project funded under chaprer-268E-and

section 15A.8 or repaid in whole or in part by the

suppiemental new jobs credit from withnolding under section

i5A.7 or secition 15.331, the sponscering community college

sitall report to the department of economic development the
amount of withholding paid by the business to the community
college during the final twelve months of withhclding
payments. The department cf economic development shall notify
the department of revenue and finance o»f that amount. The

department shall credit to the workforce development fund

account established in section 15.342A twenty-five percent of
that amount each quarter for a period of ten yesars. If thne .
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amount of withhelding from the business or employar is
insufficient, the department shall prorate the guarzarly

amount credited to the workforce developmeni fund account.
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The maximum amount from all employers which shall be
transferred Lo the workforce development funcd account in any
year 1s ten million dollars.

EXPLANATION

Thls D11l relates to the funding ¢f new jobs trainiac
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projects. The bill provides that a communiiv C
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an advance or lc¢an, including an interfund trans
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from moneys on hand and legally available, to be paid Irom tihe
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same sources and secured in the same manner ass cerivificates

describped in Code sections 15A.7 and Z60Z.6. Provi:ded certain
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criteria are met, the bill allows revernues from a2 joo fraining
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15 agreement received prior to the paymeat in full of
it certificates, loans, or advances to pe applied by the
17 community college to the reduction of any other outstanding

18 certificates, loans, or advances.

19 The biil makes conforming amendments to Code section
20 422.16A.
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SENATE FILE 2419
FISCAL NOTE

A fiscal note for Sencte Pile 2419 : hereby submitted pursuant to Jeint Rule

17. Datz used :in developing this f*sc note is available from the Legislative
Fiscal Bureau to members of the Leg1s‘a»ure upon raquest.

Senste File 2419 relates to new jobs training projects. The Bill would allow
comrunity colleges to retazln cartain State Income Tgx Withhclding payments
after the jecb training p'O‘CCLS to which those tax payments were pledged have
been satisfied. The retained income tax would be held irn ¢ "pool" which could
be used to repay other {defaulted) job training certificates isgued through the
community coilege. The Bill does not 1 the size of
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dses ot specify what community collopgos may 4o with the interest on the pool
o LR cam d aTlan ATV aee acmmaamd s 2nlleamnc 2a Elmaneca inh Feniwina -\.-Aaa’—ro
The 2ILL 0 would zloo z2llzu zommunivty sollogec we E2 : b troining

with their own funds with repayment made through Income Tax Wit hholdzng and

iocremental property tax payments.
BACRKGROUND

Job ctraining certificaces (debt) are issued by community colleges on behalf of
quaiified businesses to finance Jjob training expenses. The certificate
repayment 1is structured over fen yezrs. The communiiy college and qualified
businesses are allowed to use up o 3.07 of certain employees' State Income Tax
payments to repay the certificates {property tax payments are alsc gllowed to
be used for certificate repayment, however, thig {inancing mechanism is not
sddressed in this Fiscal Hote). Irn some instances, the income tax stream
exceecs the debt stream, sc the certificate can be satisfied early. Under
current law, after the certificate 15 satisf{ied, the income rax stream is
deposited teo the Derartment of Economic Developrent's Workforce Development
Fuad. Alsn under current law, 1f 3 business defaults on a certificate or
project, the debt would be vepaid by other funds of the community celleges or
by the property taxpayers in the community college area.

Current iaw caps annual deposits to the Workforce Development Fund at $106.0
xilllen.  After that time, the ircome tax Stream in oxcess of §10.0 millien

wouid flow to the State General Fund (currently projected to occur in FY 2001}
¥y 3

ASSUMPTIONS

()

. The average annual income fax siream rece.ved in excess of the amount
needed to satisfy certificates will be $61,000 across all certificates.

. A certificate or project is pzid ia ful’ whea the debt is repaic¢ or

sufficient revenue 1is available (¢ repay che debt <through escrow,

The simple interest rate for the retained fund. will be 5.5%.

The availability of the gpooil will not ¢ .se community colleges o

pariicipate in projects posing grezcter risk of 2fault,

. Atlowing the community colleges : inznce j viects with their own funds
will net significantly increase the rohz. dol ¢ veiue of projects funded
with State Income Tax Withholding.
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PAGE 2 ', FISCAL NOTE, SENATE FILE 2419;?2ﬂ

The fiscal impact of Senate File 2419 would be $64 000 per year, beginning in
FY 1999 (amount includes the retained income tax and interest on, the balance). ..

In .the first two years, the Bill would impact ‘the Horkforce Development Fund. _ .

In FY 2001 and beyond, the impact would be to the General Fund.; ‘At the end of -
six fiscal years, the pcol of money accumulated by the ‘community colleges. would -
be §433,000. .The money could be used -to;, pay defaults or. undetpayments. .
In addition, the Bill would shife the fxnanc:al burden of progect defaults or
underpayments from the communxty colleges ' and p:oPerty taxpayers to the
Workforce Development Fund in FY 1999 and FY 2000 and‘the General Fund in FY
2001 and beyond. The number and cost of- defaults and’ underpayments .cannot be -
determined. o L ,

SOURCES

- Legislative Fiscal Bureau
- .Department of Economic Development .

. (LSB 4098SV, JWR) -
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Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

1 An Act relating to funding of new jobs training programs.
2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
3
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Section 1.- MEW SECTION. 15A.8 LOANS PAYABLE FROM NEW
JOBS CREDIT FROM WITHHOLDING.
1. As an additional means to provide moneys for the

payment of the costs of a new jobs training project or
multiple projects under chapter 260E and this chapter, a
community college may make an advance or loan, including an
interfund transfer or a loan from moneys on hand and legally
available, to be paid from the same sources and secured in the
same manner as certificates described in sections 15A.7 and
260E.6.

2. Revenues from a job training agreement received prior
to the payment in full of certificates, loans, or advances,
and not pledged to such certificates, loans, or advances, and
not necessary for the payment of principal and interest
maturing on such certificates, locans, or advances, may be
applied by the community college to the reduction of any other
outstanding certificates, loans, or advances.

Sec. 2. Section 422,16A, Code Supplement 1997, is amended
to read as follows:

422.16A JOB TRAINING WITHECLDING -- CERTIFICATION AND
TRANSFER.

Upon the completion by a business of its repayment
obligation for a training project funded under chapter 260E,
including a job training project funded under chapter-268E-and
section 15A.8 or repaid in whole or in part by the

supplemental new jobs credit from withholding under section
15A.7 or_section 15.331, the sponsoring community college

shall report to the department of economic development the
amount of withholding paid by the business to the community
college during the final twelve months of withholding
payments. The department of economic development shall notify
the department of revenue and finance of that amount. The
department shall credit to the workforce development fund
account established in section 15.342A twenty-five percent of
that amount each quarter for a period of ten years. 1If the
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amount of withholding from the business or employer is
insufficient, the department shall prorate the quarterly
amount credited to the workforce development fund account.
The maximum amount from all employers which shall be
transferred to the workforce development fund account in any
year is ten million dollars.
EXPLANATION

This bill relates to the funding of new jobs training
projects. The bill provides that a community college may make
an advance or loan, including an interfund transfer or a loan
from moneys on hand and legally available, to be paid from the
same sources and secured in the same manner as certificates
described in Code sections 15A.7 and 260E.6. Provided certain
criteria are met, the bill allows revenues from a job training
agreement received prior to the payment in full of
certificates, loans, or advances to be applied by the
community college to the reduction of any other outstanding
certificates, loans, or advances.

The bill makes conforming amendments to Code section
422,16A.
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