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Bill

Estimated General Fund Revenue Impact of 2014 Approved Legislation 

Short Title/Provision Revenue Changed/Tax Type FY 2014 FY 2015 FY 2016
HF 2296 Unclaimed Property Misc. 0 -320,000 -320,000
HF 2446 Fuel Trailers/Seed Tenders Sales Tax Exemption Sales Tax 0 -392,000 -408,000
HF 2448 Enterprise Zone Transition Income Tax 0 0 -5,100,000

Income Tax 0 -1,300,000 -2,900,000
Income Tax 0 -100,000 -200,000
Income Tax 0 -785,000 -785,000
Income Tax -1,750,000 -2,000,000
Sales Tax 0 -79,000 -152,000
Income Tax 0 -843,000 -843,000
Income Tax -2,400,000 -9,100,000 -9,500,000
Misc. 0 242,000 54,000
Misc. 0 -300,000 -300,000
Income Tax 0 0 -2,600,000
Income Tax 0 0 0
Income Tax 0    -800,000 -1,200,000
Sales Tax 0 -400,000 -400,000
Income Tax 0 0 -2,000,000
Income Tax 0 -2,700,000 -4,500,000
Income Tax 0 0 -2,000,000

HF 2453 Hist. Tax Credits Smaller Proj. Reallocation 
HF 2454 Beginning Farmer Tax Credit
HF 2459 Fireman/EMS Tax Credit
HF 2460 Deposit to Workforce Development Fund 
HF 2464 Knoxville Raceway Sales Tax Rebate
HF 2468 Adoption Tax Credit
SF 303  Military Pension Tax Exemption
SF 2283 Abandoned Savings Bonds
SF 2296 Competency to Stand Trial
SF 2337 Child and Dependent Care Tax Credit 
SF 2339 Redevelopment Tax Credit
SF 2340 Solar Energy Tax Credits
SF 2341 Iowa Speedway Sales Tax Rebate 
SF 2343 Renewable Energy Tax Credit
SF 2344 Biofuel Tax Credit 
SF 2359 Bus. Venture Cap. Tax Credits
SF 2364 Env. Testing Services Sales Tax Exemption Sales Tax 0 0 -1,000,000

Total General Fund Revenue Adjustments $    -2,400,000 $   -18,627,000 $   -36,154,000

Note:
This table includes only estimated impacts to General Fund Revenue.
*The initial fiscal impact of SF 2339 is estimated to occur beginning in FY 2017.
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HF 2435 – Internal Revenue Code Update 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2435 is the annual Internal Revenue Code Update Act.  The Act updates Iowa Code references to reflect any federal income 
tax revisions enacted by Congress after January 1, 2013.   
 
The Act also repeals the Iowa generation-skipping tax and the Iowa estate tax.   
 
Background 
Congress has not enacted any tax changes since January 1, 2013, so the date changes in the Act have no impact on Iowa taxes.   

The Iowa estate tax and the Iowa generation-skipping tax are both estate taxes that have been made inoperative by federal estate tax 
changes.  The two Iowa taxes no longer apply and do not generate revenue.  Iowa’s existing inheritance tax is still in place.  
  
Fiscal Impact 
Congress has enacted no income tax revisions since January 1, 2013, and the two existing Iowa taxes repealed in the Act do not produce 
any tax revenue.  Therefore, this Act has no fiscal impact. 
   
Effective Date 
Division I of this Act, relating to federal tax code coupling, is effective on enactment (April 3, 2014) and applies retroactively to January 1, 
2013.  The remainder of the Act is effective July 1, 2014. 
 
Enactment Date 
This Act was approved by the General Assembly on March 17, 2014, and signed by the Governor on April 3, 2014. 
 
Source 
Department of Revenue 
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HF 2438 – Revenue Department Technical Act 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2438 includes provisions to codify existing practices regarding the administration of State taxes.  This Act has seven Divisions: 
 
• Division I - Gives the Director of the Department of Revenue the power and duty to ensure that the total amount of money transferred to local 

governments or other entities regarding local option urban renewal projects, flood mitigation projects, and Iowa reinvestment projects does not 
exceed the amount of applicable taxes collected during the same fiscal year within the geographic boundaries of the projects. 

• Division I - Allows the Property Assessment Appeals Board to accept electronic submission immediately by striking language referencing the 
beginning date for that authority as January 1, 2014. 

• Division II - Changes terminology as to how separate tax forms are to be included with an income tax return.  The Division generally changes 
wording to specify separate forms must be “included with” instead of “attached to” a tax return.   

• Division III - Removes alcoholic beverage control bonds from the list of exempt bonds from individual income tax.  The authority to issue and claim the 
tax exemption for such bonds was repealed in 2011. 

• Division III - Reorganizes the requirements for making and filing an individual income tax return to update references to Iowa Code section 422.5, 
subsection 3B, which provides for filing thresholds for taxpayers 65 years of age or older, and to make other nonsubstantive changes. The Division 
applies retroactively to January 1, 2014, for tax years beginning on or after that date.   

• Division IV - Amends the sales and use tax exemption for sales to community health centers and migrant health centers to reflect the current name of 
those centers under federal law. 

• Division V - Relates to hotel and motel tax by reorganizing and renumbering the Code section relating to the administration of the tax.  Additional 
language is added to differentiate between the information that applies to general administration and the information that applies to administration of 
the Reinvestment District Program.   

• Division VI - Amends the definition of equipment taxes in Iowa Code chapter 423D by striking language that exempts from the equipment tax the sales 
price from transactions subject to State sales tax under Iowa Code section 423.3.  This change maintains the 5.0% equipment tax levied by the State 
on the equipment purchases.  This change takes effect upon enactment and applies retroactively to July 1, 2008, for all sales and use taxes on 
equipment remitted on or after that date.  

• Division VII - Allows taxpayers subject to the franchise tax (banks) to qualify for the existing Solar Energy System Tax Credit.   

Background 

There is currently a significant question as to whether the existing 5.0% equipment tax is enforceable.  However, the invalidity of the tax has not 
been established by a court, and the Department of Revenue has not provided an official statement that the tax is not enforceable.  Therefore, the 
tax is at this time considered legitimate.   
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Should the Department of Revenue or a court declare the equipment 
tax invalid, the State will be required to refund back taxes, with 
interest, to any affected taxpayer who applies for a refund.  Refunds 
would be allowed for taxes paid during the period from June 2011 
through June 2014.  Future tax payments from the equipment tax 
would also cease.  The Department of Revenue estimates that 
should the tax be determined to have been improperly applied, and 
Division VI is not enacted, net State General Fund revenue will be 
reduced by the amounts in Table 1.   

Although Division VII does allow banks to benefit from an existing 
Solar Energy System Tax Credit, that Credit is subject to an annual 
aggregate cap and the cap is assumed to be fully utilized, so adding 
additional entities to the pool of qualified applicants does not 
increase the annual amount of tax credits awarded and redeemed.   

Increased 
Tax 

Refunds

Reduced 
Tax 

Receipts

Combined 
Revenue 
Impact

FY 2015 -14.1$          -7.3$          -21.4$               
FY 2016 -7.0 -7.6 -14.6
FY 2017 -3.5 -7.8 -11.3
FY 2018 0.0 -8.0 -8.0

Table 1 - Equipment Tax Revenue Implications
In Millions

 

Fiscal Impact 
Divisions I through V and Division VII do not have identifiable fiscal impacts. 
 
Enactment of Division VI relating to the 5.0% equipment tax will have a positive fiscal impact on the State General Fund if it is determined that the 
existing Iowa Code language is not being properly applied.  However, that determination by the Department or by a court has not been made.  
Therefore, the change in Division VI only has a potential fiscal impact at this time.   
Effective Date 
This Act is generally effective on July 1, 2014.  Division VII is effective on enactment (April 10, 2014).  Divisions III and VII apply retroactively to 
January 1, 2014 (tax year 2014).  Division VI applies retroactively to July 1, 2008.   
Enactment Date 
This Act was approved by the General Assembly on March 27, 2014, and signed by the Governor on April 10, 2014. 

Source 
Department of Revenue 

LSA: 2014 Session Fiscal Report July 2014



HF 2444 – Revenue Department Efficiency Act 
Analyst:  Adam Broich (Phone:  (515) 281-8223) (adam.broich@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2444 contains three divisions that implement different provisions.  Division One allows the Director of the Department of Revenue to 
receive and retain certain electronic documents that are required to be submitted to the Department.  Division Two eliminates requirements 
pertaining to inheritance taxes that notices of assessment issued after the 20th day of the month include interest calculated for the next month.  
Division Three extends the current motor fuel tax schedule for ethanol blended gasoline and unblended gasoline.  

Background 
Under current law, the current tax schedule for blended gasoline and unblended gasoline will 
expire on July 1, 2014.  The tax schedule determines tax rates for ethanol blended and 
unblended gasoline based on the market share of ethanol blended gasoline.  Since 2008, the 
market share of ethanol blended gasoline has remained between 70.0% and 75.0%.  The chart 
to the right displays the fuel tax schedule:     

Assumptions 
• Ethanol blended fuel will maintain a 72.0% market share in FY 2015.
• Fuel tax refunds will be 6.4% of total motor fuel tax receipts.
• Taxable gallons are forecast by the Iowa Department of Transportation (DOT) and used to

develop the 5-year Transportation Improvement Program.
Fiscal Impact 
Divisions One and Two have no fiscal impact.  Extending the current motor fuel tax schedule for 
ethanol blended gasoline and unblended gasoline will reduce revenue to the Road Use Tax 
Fund by $6.3 million in FY 2015.  

Ethanol-Blended Ethanol- Unblended
Market Share Blended Gasoline
Percentage Tax Tax

  0% - 50% 19.0 20.0
50% - 55% 19.0 20.1
55% - 60% 19.0 20.3
60% - 65% 19.0 20.5
65% - 70% 19.0 20.7
70% - 75% 19.0 21.0
75% - 80% 19.3 20.8
80% - 85% 19.5 20.7
85% - 90% 19.7 20.4
90% - 95% 19.9 20.1

95% - 100% 20.0 20.0

Fuel Tax Schedule
(Expires June 30, 2014)

Effective Date 
This Act is effective on enactment.  

Enactment Date 
This Act was approved by the General Assembly on April 16 2014, and signed by the Governor on May 30 2014. 

Sources 
LSA Calculations 
Iowa DOT  
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HF 2446 – Fuel Trailers and Seed Tenders Sales Tax Exemption Act 
Analyst:  Shawn Snyder (Phone: (515) 281-7799) (shawn.snyder@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2446 provides a sales tax exemption from the sales of diesel fuel trailers and seed tenders when used primarily in agricultural 
production.  This Act also provides definitions for fuel trailer and seed tender. 

Assumptions 
Assumptions used for this estimate include: 
• Based on survey data provided by the Iowa-Nebraska Equipment Dealers Association (INEDA), it is estimated that in 2013 there were 123 

diesel fuel trailers and 522 seed tenders sold in Iowa. 
• The average retail price is $10,500 for a diesel fuel trailer and $11,500 for a seed tender. 
• Based on Department of Revenue growth rates, the total sales amount of these implements are assumed to increase by 3.8% in FY 2014, 

3.5% in FY 2015, 3.9% in FY 2016, 3.6% in FY 2017, 2.5% in FY 2018, and 2.5% in FY 2019. 
• The statewide effective local option sales tax (LOST) rate is 0.87%. 

Fiscal Impact 
 
Beginning in FY 2015, State sales tax will 
decrease by $470,000, including a reduction of 
$392,000 to the General Fund portion and 
$78,000 to the SAVE Fund portion.  Additionally, 
the LOST will be reduced by approximately 
$68,000 beginning in FY 2015.  These amounts 
are estimated to  increase in future fiscal years.  
The table at right provides the estimated fiscal 
impact for FY 2015 through FY 2019. 
 

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

State Sales Tax 470,000$        489,000$      506,000$      519,000$  532,000$  

General Fund Revenue Reduction Portion 392,000          408,000        422,000        433,000    443,000    

SAVE Fund Revenue Reduction Portion 78,000           81,000         84,000         86,000      89,000      

Reduction in LOST Revenues 68,000           71,000         73,000         75,000      77,000      

SAVE = Secure an Advanced Vision for Education
LOST = Local Option Sales Tax

Sales Tax Reductions Resulting from HF 2446

 
 

Effective Date 
This Act is effective July 1, 2014. 

Enactment Date 
This Act was approved by the General Assembly on April 23, 2014, and signed by the Governor on May 30, 2014. 

Sources 
Iowa-Nebraska Equipment Dealers Association (INEDA) 
Iowa Department of Revenue 
LSA analysis and calculations 
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HF 2448 – Enterprise Zone Transition Act 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2448 repeals the existing Economic Development Authority Enterprise Zone (EZ) and the related Housing Enterprise Zone (HEZ) 
Programs.  The purpose of the EZ Program is transferred to the existing High Quality Jobs (HQJ) Program and the purpose of the HEZ Program is 
transferred to a new Workforce Housing Tax Incentive Program (WHTIP).  As part of the transition, several changes to investment tax credits and 
tax refunds are made.   

The new WHTIP is effective on enactment and applies retroactively to tax year 2014.  A provision that makes existing HEZ tax credits that were not 
transferable when originally issued into transferable tax credits is effective on enactment and applies to qualified nonrefundable HEZ investment 
tax credits issued prior to July 1, 2014.  Holders of the impacted credits are required to notify the Authority of their intent to transfer tax credits.  Any 
tax credits made transferable through the provisions of the Act and subsequently transferred may not be redeemed until January 1, 2016, or after.   

Background 
Only a portion of tax credits awarded by the Authority is eventually redeemed.  The Department of Revenue tracks tax credit awards and tax credit 
redemptions and has determined a redemption pattern (the percentage of a year’s worth of awards that is redeemed each year after the awards 
are made) for each Authority tax credit program.  Tax credit redemption patterns vary significantly from program to program and the percentage of 
awards that are eventually redeemed also varies greatly.   

Tax credits may be awarded but never redeemed for several reasons, including: 

• Projects that are never started or never completed. 
• Projects that fail to meet the requirements of the award. 
• Lack of sufficient income tax liability for the holder of nonrefundable and nontransferable tax credits. 

The EZ, HEZ, and HQJ Programs, as well as the new housing incentive program, are part of the Authority’s $170.0 million annual aggregate tax 
credit cap as established in Iowa Code section 15.119.  Since this Act does not change the annual tax credit cap, this Act does not alter the 
annual dollar value of tax credits available to the Authority for award.  However, provisions of this Act will change both the timing of credit 
redemption and the percentage of awarded credits that are ultimately redeemed. 

This Act also changes the transferability status of outstanding HEZ tax credits.  Transferable tax credits are redeemed at a much quicker rate and 
at a much higher ratio than nontransferable tax credits.   

Assumptions 
The following table provides current law and proposed law assumptions concerning the redemptions of tax credits awarded under the Authority 
programs impacted by this Act.   

The “# of Years” columns show the number of years a tax credit awarded in one year is assumed to impact.  The “% Redeemed” columns show the 
percent of credits awarded in that one year that is ultimately redeemed on tax returns.   

For example, $1.0 million in HEZ Investment Tax Credits awarded in 2010 is assumed to be redeemed in varying percentages over the time frame 
of 2010 through 2018, and by the end of 2018, 50.1% ($501,000) of the original credits is assumed to impact the State General Fund.  The 
remaining $499,000 is assumed to have no fiscal impact.  
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# of Years % Redeemed # of Years % Redeemed
HEZ Investment Tax Credit 9 50.1% N/A N/A
HEZ Sales/Use Tax Refunds 9 75.0% N/A N/A

WHTIP Investment Tax Credit N/A N/A 6 94.0%
WHTIP Sales/Use Tax Refund N/A N/A 9 75.0%

EZ Investment Tax Credit 13 37.8% N/A N/A
EZ Sales/Use Tax Refunds 5 29.8% N/A N/A

HQJ Investment Tax Credit 13 35.1% 13 35.1%
HQJ Sales/Use Tax Refunds 6 35.0% 6 35.0%

Current Law Proposed Law

Percent of Awarded Tax Credits that are Actually Redeemed Over Those Years
Years in Tax Credit Award Schedule and 

For the new WHITC, a greater percentage of tax credits awarded is assumed to be redeemed than under the existing HEZ Program due to the 
addition of complete transferability of tax credits under the new housing program.   

For the EZ components transferred to the HQJ Program, the redemption patterns are assumed to be very similar to current law with 30.0% to 
35.0% of awarded tax credits eventually redeemed.   

Section 27 of this Act, making existing HEZ tax credits that were not transferable when originally issued into transferable tax credits, will have a 
fiscal impact, as transferable tax credits are redeemed at a much higher rate than nontransferable tax credits.     

Fiscal Impact 
While the provisions of this Act do not increase the assumed dollar value of tax credits awarded by the 
Authority, this Act does alter the redemption pattern for awarded credits.  The table to the right provides the 
projected net State General Fund revenue reduction associated with this Act’s tax credit redemption changes.  
The impacts include program revisions that lead to quicker redemptions of awarded tax credits as well as 
changes that increase the percentage of awards that are eventually redeemed.   

Effective Date 
Division I and the majority of Division III are effective July 1, 2014.  Division II, related to the new Workforce 
Housing Tax Incentive Program, and Section 27, granting transferability to previously-issued tax credits, are 
effective upon enactment (May 30, 2014).  Division II applies retroactively to January 1, 2014 (tax year 2014).  
Enactment Date:  This Act was approved by the General Assembly on April 25, 2014, and signed by 
the Governor on May 30, 2014. 

Sources:  Economic Development Authority and Department of Revenue 

Revenue
FY 2015 0.0$           
FY 2016 -5.1
FY 2017 -3.8
FY 2018 -0.9
FY 2019 -1.0
FY 2020 -3.7
FY 2021 -5.0
FY 2022 -6.3

General Fund Revenue Impact
In millions
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HF 2453 – Cultural Affairs Tax Credit Programs 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2453 makes revisions to Iowa’s existing Historic Preservation and Cultural and Entertainment District Tax Credit.  The Act 
allows unclaimed credits to be awarded to different projects and makes changes to the process of reserving tax credits for qualified 
projects.  The Act does not modify the existing $45.0 million annual limit on tax credit awards.   
 
Background 
 
The Historic Preservation and Cultural and Entertainment District Tax Credit Program is authorized in Iowa Code chapter 404A.  That Iowa 
Code chapter was created in HF 2560 (Income and Property Tax Credit, Deduction, and Exemption Act of 2000) and the initial annual limit 
on tax credit awards was $2.4 million.  The Program’s purpose and financing has been modified since that time and the current annual limit 
on tax credit awards is $45.0 million.  The most recent Contingent Liabilities Report produced by the Iowa Department of Revenue 
projects that under current law, FY 2014 tax credit redemptions under the Program will total $37.7 million and increase to $44.0 million in 
FY 2018.   

Iowa Code section 404A.4(4)(b)(1) requires 10.0% of annual awards to be reserved for projects with qualified rehabilitation costs of 
$750,000 or less.  A 10.0% allocation of tax credits for smaller projects was first enacted in SF 566 (Historic Preservation Tax Credit Act of 
2007).  Over the years, the Department of Cultural Affairs has not received sufficient project applications to award the full 10.0% for smaller 
projects.   

Assumptions 
• At the conclusion of FY 2014, the pool of unused tax credits from the 10.0% set-aside for smaller projects will total $8.6 million. 
• Under authority granted in this Act, the unused pool will be awarded to new projects during FY 2015 and FY 2016.  Without this authority, 

the unused smaller project tax credits are assumed to never be used.   

Fiscal Impact 

The portion of this Act that allows unused smaller project tax credits to be redirected to other projects is projected to result in the 
redemption of an additional $8.6 million in tax credits over the next nine fiscal years.  The projected net General Fund impact of this change 
is a total reduction of $8.6 million for the period FY 2015 to FY 2023.  The impact by fiscal year is shown below: 

Historic Tax Credits Smaller Project Reallocation 
(in millions) 

FY 2015 = $ -1.3 FY 2018 = $ -1.0 FY 2021 = $ -0.2 
FY 2016 = $ -2.9 FY 2019 = $ -0.6 FY 2022 = $ -0.2 
FY 2017 = $ -2.1 FY 2020 = $ -0.2 FY 2023 = $ -0.1 

 
After FY 2023, this Act does not have an identifiable direct fiscal impact.   
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Effective Date 
 
This Act is effective July 1, 2014, and applies to agreements entered into by the Department of Cultural Affairs and the applicant on or after 
that date.   
 
Enactment Date 
 
This Act was approved by the General Assembly on April 23, 2014, and signed by the Governor on May 27, 2014. 
 

Sources 
Department of Revenue 
Department of Cultural Affairs 
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HF 2454 – Beginning Farmer Tax Credit 
Analyst:  Jeff Robinson (Phone: (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 
 

Description 
House File 2454 extends the carryforward provision for tax credits in the Beginning Farmer Tax Credit Program.  These tax credits include 
the Agricultural Assets Transfer Tax Credit and the Custom Farming Contract Tax Credit.   

The tax credits are nonrefundable and have a five-year carryforward period for any credits in excess of the taxpayer’s tax liability for the 
year.  This legislation extends the carryforward period to 10 years for awards issued after specified dates.  The extended carryforward 
period applies retroactively.   

Background 
The two tax credits that make up the Beginning Farmer Tax Credit Program are limited to no more than a total of $12.0 million in any year.  
Effective December 31, 2017, current law provides for the reinstatement of a previous $6.0 million annual limit.  Current law repeals the 
Custom Farming Contract Tax Credit effective December 31, 2017.   

Assumptions 
• The $12.0 million in annual tax credits available will be utilized each year. 
• Beginning in calendar year 2018, the $6.0 million annual limit will be fully utilized.  
• Under the current five-year carryforward provisions, it is assumed 27.7% of credit awards will not be claimed, due to insufficient tax 

liability.  With the extension to a 10-year carryforward, it is assumed the percentage expiring unclaimed is 7.7%. 
• Based on historical redemptions of these credits, the credit redemption schedule for credits award each year is assumed to be: 

• Year 1 = 32.0% 
• Year 2 = 18.5% 
• Year 3 = 7.7% 
• Year 4 = 6.0% 
• Year 5 = 4.1% 
• Years 6 through 11 = 4.0% 
• Unclaimed = 7.7% 

• Beginning Farmer Tax Credits reduce the State income taxes owed by taxpayers and also reduce the yield of the local option income 
surtax for schools.  Statewide, the surtax yield is 3.5% of State income tax liability.   

Fiscal Impact 
The extension of the carryforward periods for unused credits awarded under the Beginning Farmer Tax Credit Program is projected to 
reduce net General Fund revenue beginning in FY 2015, in the annual amounts displayed in the following table.   
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Revenue 
Reduction

Revenue 
Reduction

FY 2015 -0.1$           FY 2023 -2.2$          
FY 2016 -0.2 FY 2024 -2.4
FY 2017 -0.4 FY 2025 -2.2
FY 2018 -0.7 FY 2026 -1.9
FY 2019 -0.9 FY 2027 -1.7
FY 2020 -1.3 FY 2028 -1.4
FY 2021 -1.7 FY 2029 -1.2
FY 2022 -1.9 FY 2030 0.0

Beginning Farmer Tax Credit Changes

In millions
State General Fund Revenue Impact

 
The carryforward extension will also reduce the amount of revenue raised by the local option income surtax for schools.  The reduction is 
projected to range from $3,500 in FY 2015 to $84,000 in FY 2024.   

Effective Date 
 
This Act has various effective and applicability dates. 
• Division I, related to past versions of the tax credits, is effective upon enactment and applies retroactively to January 1, 2008. 
• Division II, related to current versions of the tax credits, is effective upon enactment and applies retroactively to January 1, 2013. 
• Division III, related to future versions of the tax credits, is effective January 1, 2015.   
• Division IV, related to the 2018 version of the tax credits, is effective January 1, 2018. 
• Division V, related to the 2018 version of the tax credits, is effective January 1, 2018. 
• Division VI, related to the current version of the Custom Contract Tax Credit, is effective upon enactment and applies retroactively to 

January 1, 2013.   
• Division VII, related to a future version of the Custom Contract Tax Credit, is effective January 1, 2015.   
 
Divisions III, IV, V, and VII are contingent on enactment of SF 2328 (Iowa Finance Authority Code Reorganization Act of 2014).  That Act 
was signed by the Governor April 10, 2014.   
 
Enactment Date 
 
This Act was approved by the General Assembly on April 28, 2014, and signed by the Governor on May 23, 2014. 
 
Source 
Department of Revenue 
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HF 2459 – Emergency Medical Services and Firefighter Tax Credit Act 
Analyst:  Jeff Robinson (Phone: (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2459 increases the Firefighter and Emergency Medical Services (EMS) Tax Credit from the existing maximum of $50 to $100.  Full-
time fire fighters and EMS personnel that also serve elsewhere as volunteer fire fighters or EMS, are made eligible for the credit.  The changes are 
retroactive to tax year 2014.   

This Act also creates a tax credit for reserve police officers.  The new credit is equal to $100 and is first available for tax year 2014.  

Background 
The existing EMS and Firefighter Tax Credit was created in SF 2322 (Volunteer Firefighter and EMS Tax Credit Act of 2012).  The credit was first 
available for tax year 2013.   

Assumptions 
• Since the tax credit was not available until tax year 2013, actual taxpayer usage numbers are not yet available.  However, preliminary estimates

based on electronically filed tax year 2013 returns indicate that no more than 15,000 credit claims will be received for the first tax year.  For this 
fiscal note, fire fighter and EMS claims for tax year 2014 and after are assumed to equal 15,000, including the eligibility expansions provided in 
this Act. 

• According to the Iowa Law Enforcement Academy, there are currently 646 active State-certified reserve peace officers in the State. This group
is assumed to have met the minimum training standards and will be eligible for the tax credit. 

• Nonrefundable income tax credits impact the calculation of the local option income surtax for schools.  Statewide, that surtax equals 3.5% of
the revenue amount raised by the State individual income tax.  

Fiscal Impact 
The new reserve peace officer tax credit, along with the increased Firefighter and EMS Tax Credit, is estimated to reduce net General Fund 
revenue by $785,000 per year, beginning in FY 2015.   

As a nonrefundable tax credit, the credit will also have an impact on the revenue generated by the local option income surtax for schools.  The tax 
credit increase is estimated to decrease the annual statewide surtax yield by $27,500, beginning with FY 2015.   

Effective Date 
This Act is effective July 1, 2014, and applies retroactively to January 1, 2014 (tax year 2014). 
Enactment Date 
This Act was approved by the General Assembly on April 28, 2014, and signed by the Governor on May 16, 2014.

Source
Department of Revenue 
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HF 2464 – Knoxville Raceway Sales Tax Rebate 
Analyst:  Shawn Snyder (Phone: (515) 281-7799) (shawn.snyder@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
House File 2464 provides a sales tax rebate for an eligible raceway facility.  Provisions in this Act include: 
• The cumulative rebated amount will be based on 25.0% of total eligible project costs or $2.0 million, whichever is less.  Additionally, the

rebated amount will based on 5.0% of taxable sales and will not include any sales tax designated for the Secure an Advanced Vision for
Education (SAVE) Fund or Local Option Sales Tax (LOST).

• The rebated amounts are for transactions that occur between January 1, 2015, and December 31, 2024.  The provision is repealed
June 30, 2025, or 30 days following the fulfillment of the sales tax rebate amount, whichever occurs first.

Background 
Based on the specific eligibility requirements for a raceway facility noted in this Act, the only raceway that will qualify for this sales tax 
rebate is the Knoxville Raceway.   

Assumptions 
Assumptions include: 
• Project construction will begin in early 2015 and will be completed in the last quarter of calendar year 2016.  Total cost of the project will

be $8.0 million and it is assumed that 50.0% of the project costs will be subject to sales tax.  The amount of sales tax from project costs
eligible to be rebated will be paid in FY 2017.

• Based on research of similar raceways, it is estimated that eligible taxable sales in FY 2014 will be approximately $2.8 million.  This
amount is anticipated to increase 3.8% in FY 2015, 4.3% in FY 2016, 3.9% in FY 2017, and 3.0% in future fiscal years.  Additionally, the
estimate assumes that upon project completion, taxable sales will increase an additional 10.0% in FY 2018, FY 2019, and FY 2020.

• The amount of sales tax rebated will be 5.0% of taxable sales and the rebate will not include any SAVE funds or LOST receipts.
• The Department of Revenue will incur additional costs for administration of the provisions of this Act.  The Department will incur a one-

time start-up cost for implementation and ongoing costs for staff support to administer and monitor the provisions of this Act.

Fiscal Impact 
The total maximum fiscal impact will be a sales tax rebate amount of $2.0 million.  However, any eligible project costs of less than $8.0 
million will reduce the rebated amount.  Additionally, the actual timing and specific rebate amounts by fiscal year are currently unknown.  
Based on the assumptions noted above, the following table provides an estimate of the annual reduction of State General Fund revenues 
resulting from the sales tax rebate amounts. 
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Estimated State General Fund Impact 

Estimated 
Sales Tax 
Rebated

Cumulative 
Amount

FY 2015 72,660$           72,660$          
FY 2016 151,569           224,229          
FY 2017 357,480           581,709          
FY 2018 178,425           760,133          
FY 2019 202,155           962,289          
FY 2020 229,042           1,191,331       
FY 2021 235,913           1,427,244       
FY 2022 242,991           1,670,234       
FY 2023 250,280           1,920,515       
FY 2024 79,485             2,000,000       
FY 2025 0                      2,000,000       

 
 

In addition to the sales tax rebate amounts, the Department of Revenue will incur $42,000 in administrative costs in FY 2015 and $18,000 
in future fiscal years until the expiration of this provision. 

Effective Date 
This Act is effective July 1, 2014, and applies to sales tax collected on or after January 1, 2015, and before January 1, 2025. 

Enactment Date 
This Act was approved by the General Assembly on April 23, 2014, and signed by the Governor on May 13, 2014. 

Source 
Iowa Department of Revenue 
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HF 2468 – Adoption Tax Credit (LSB 6200HV)  
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 

House File 2468 provides an individual income tax credit equal to the amount of eligible adoption expenses paid by a taxpayer in connection with 
the adoption of a child.  The credit is limited to $2,500 per adoption.  Any credit in excess of the taxpayer’s liability is refundable.  This Act applies 
retroactively to January 1, 2014 (tax year 2014). 

Background 

Under current law, Iowa taxpayers may claim an itemized deduction for eligible adoption expenses that exceed 3.0% of the taxpayer’s net income.  
This Act will allow a credit of up to $2,500 per adoption, but claiming the credit will disallow the itemized deduction for the same expense dollars.     

Assumptions 
• Based on 2012 and 2013 federal adoption tax credits claimed by Iowa taxpayers, and adjusting for differences between coverage and 

refundability between the federal credit and the proposed Iowa credit, it is estimated that an average of 410 households will claim the new tax 
credit each year and the average decrease in income tax liability per household claiming the credit will be $2,056 (value of the refundable tax 
credit, less the implications of reduced itemized deductions).  

• The local option income surtax for schools is based on a taxpayer’s State income tax liability, prior to any reduction due to refundable tax 
credits.  This Act will reduce itemized deductions and increase State tax liability prior to refundable tax credits, so this Act will increase revenue 
raised by the local option income surtax for schools.  Since the new tax credit is a refundable credit, that portion of the tax change does not 
impact the surtax calculation.   

Fiscal Impact 
The new refundable income tax credit for eligible adoption expenses created in this Act is projected to reduce net State General Fund revenue by 
$843,000, beginning in FY 2015.  The change will also increase the statewide yield of the local option income surtax for schools by $30,000 per 
year.   
Effective Date 
This Act is effective July 1, 2014, and applies retroactively to January 1, 2014 (tax year 2014).   
Enactment Date 
This Act was approved by the General Assembly on April 28, 2014, and signed by the Governor on May 23, 2014. 

Sources 
Federal adoption tax credit claims (tax years 2012 and 2013) 
Iowa Department of Revenue 
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SF 303 – Military Pension Tax Exemption (LSB 2169SV.5)  
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 303 relates to military veterans.  The Act has the following provisions with identified fiscal impacts:  
• Division I - Exempts all military retirement income from the State income tax, retroactive to January 1, 2014.  Military retirement income is

excluded from the calculation of the alternate tax and the calculation of the tax filing threshold.  This change is effective retroactive to January
1, 2014 (tax year 2014).

• Division II - Amends the current property tax exemption for the property of associations of war veterans to allow those associations to rent their
tax-exempt property on an occasional or irregular basis and still retain property tax-exempt status.  This change is retroactive to assessment
year 2014 (FY 2016).

• Division III - Eliminates the initial plate fee for military versions of vehicle license plates.
• Division VIII - Expands the Home Ownership Assistance Program to include members of the National Guard, or reserve, or regular component

of the armed forces of the United States that served during the period of the Persian Gulf Conflict, beginning August 2, 1990, and ending April
6, 1991. The change applies to home purchases on or after July 1, 2014.

Background 
Iowa currently exempts the first $6,000 (single) and $12,000 (married) in qualified retirement income from the State income tax (applies to 
traditional pensions, annuities, and distributions from Individual Retirement Accounts (IRA) and deferred compensation plans).  To qualify, the 
taxpayer or the taxpayer’s spouse must be 55 years of age or older, disabled, or a surviving spouse or a survivor having an insurable interest in an 
individual that would have qualified for the exemption during that tax year.   

The Veterans Home Ownership Assistance Program began in FY 2005 and is administered by the Iowa Finance Authority (IFA). The Program 
provides up to $5,000 in down payment or closing cost assistance for eligible home purchases. The home must be the primary residence and the 
money is a once-in-a-lifetime grant.  Surviving spouses are eligible for this Program.  The Department of Veterans Affairs reviews each application 
to determine eligibility as a veteran and the IFA determines eligibility for the qualifying loan.   

Assumptions 
• According to federal Defense Finance and Accounting Services data, pension income paid to 11,472 Iowans in 2012 totaled $252.8 million.
• The Department of Revenue income tax micro model projects 7,765 income tax returns will experience an income tax reduction due to the

changes in this Act.
• The difference between the number of Iowans receiving military pensions (11,472) and the number of tax returns benefiting from this Act (7,765)

is explained by:
• Taxpayers exempt from Iowa income tax due to the current Iowa income tax filing thresholds.
• Tax situations where Iowa’s current $6,000/$12,000 pension exemption fully covers an existing military pension.
• Taxpayers with pension income, including military pension income, in excess of $6,000/$12,000, but for other reasons have zero or

negative Iowa income tax liability.
• Disability-related pensions that are already exempt from State income tax.
• Married taxpayers where both spouses are receiving military retirement income.  In those instances, a tax return represents two military

pensioners.
• The exemption applies to pensions received by a veteran and by the veteran’s family or survivors on behalf of the veteran.
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• Military pension payments are assumed to grow with inflation as forecasted by Moody’s Analytics in November 2013. 
• The tax liability impact is estimated for the 7,765 Iowa tax returns currently paying income tax on all or a portion of their military retirement 

income using the Department of Revenue’s income tax micro model.  The micro model uses tax return information to account for nontaxable 
military pension benefits; includes interactions with the current pension exclusion, alternate tax, and filing thresholds; and reflects an estimated 
increase in the number of military retirees living in the State over time.   

• The tax change is retroactive to January 1, 2014.  For tax year 2014, 30.0% of the revenue reduction is assumed to impact FY 2014 and 70.0% 
to impact FY 2015.  For tax year 2015, 40.0% impacts FY 2015 and 60.0% impacts FY 2016.    

• For those school districts that have a local option income surtax in place, the annual yield from that surtax depends on the Iowa income tax 
owed by Iowa taxpayers living within the school district.  Law changes that impact Iowa income tax, with the exception of changes impacting 
refundable tax credits, also change the amount of revenue generated by the local option income surtax.    

• IFA Home Ownership Assistance Program – In FY 2013 and FY 2014, the State General Fund appropriation for the Program was $1.6 million 
annually and provides funding for 320 grants at the maximum amount of $5,000.  Demand is expected to exceed supply and the appropriation is 
anticipated to be exhausted prior to the end of the fiscal year.   For FY 2015, the Human Services Appropriation Act increases the appropriation 
to $2.5 million.   

Fiscal Impact 
Exempting military retirement pay from the State income tax and excluding 
retirement pay from the calculation of the State income tax filing thresholds 
will reduce taxes owed by retired veterans and their survivors.  The table to 
the right provides the projected income tax reduction by tax year, along with 
the revenue impact to the State General Fund and to the local option income 
surtax for schools.   

Allowing veterans organizations to rent tax-exempt property on an 
occasional or irregular basis without losing tax-exempt status will have a 
minor negative impact on the State General Fund through the school aid 
formula, and it will have a minor negative impact on property tax collections 
Statewide.  Iowa Code section 25B.7 (State full-funding of new property tax 
credits and exemptions) is made not applicable to this property tax 
exemption change.   

 

Removing fees associated with military veteran specialty license plates will reduce State revenue and increase State expenditures by a total of 
$20,000 or less per year.   

Expanding eligibility of veterans for the IFA Home Ownership Assistance Program will increase applicants for a program that receives a State 
General Fund appropriation.  House File 2463 (Human Services Appropriations Act) increased the annual appropriation for the program by 
$900,000, enough to provide 180 additional grants at the maximum award of $5,000 per grant.    

Effective Date:  This Act is generally effective on July 1, 2014.  Division I related to the taxation of military retirement pay applies retroactively to 
January 1, 2014 (tax year 2014) and Division II related to taxation of the property of associations of war veterans is effective upon enactment (May 
26, 2014) and applies retroactively to January 1, 2014 (property assessment year 2014, FY 2016).   
Enactment Date:  This Act was approved by the General Assembly on April 28, 2014, and signed by the Governor on May 26, 2014. 

Sources:  Department of Revenue Individual Income Tax Micro Model, Defense Finance and Accounting Services (DFAS), Moody’s Analytics 

Tax 
Year

Income 
Tax 

Reduction
Fiscal 
Year

General Fund 
Revenue 
Reduction

Local Option 
Income 
Surtax 

TY 2014 -8.2$          FY 2014 -2.4$                0.0$                
TY 2015 -8.5 FY 2015 -9.1 -0.3
TY 2016 -8.8 FY 2016 -9.5 -0.3
TY 2017 -9.2 FY 2017 -9.0 -0.3
TY 2018 -9.7 FY 2018 -9.4 -0.3

SF 303 - Military Retirement Income
Income Tax Reduction and State/Local Revenue Reduction

In millions
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SF 2337 – Child and Dependent Care Tax Credit 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 
 

Description 
Senate File 2337 changes the existing Iowa Child and Dependent Care Tax Credit by modifying the requirement that the Iowa credit be 
calculated as a function of the federal tax credit.  Under the federal calculation, the value of the Iowa tax credit to the taxpayer can be 
limited by a lack of federal tax liability.  This change will allow the taxpayer to benefit from the full Iowa tax credit even in instances where 
they were not allowed the full calculated federal credit due to insufficient federal tax liability. 
 
The change is effective January 1, 2015 (tax year 2015).   

Assumptions 
The income tax reduction was estimated using the Department of Revenue individual income tax micro model.  The conversion of tax year 
impacts to State General Fund fiscal year impacts was completed using historical patterns of income tax withholding, estimates, final 
returns, and refunds.   

Fiscal Impact 
The change to the Child and Dependent Care Tax Credit is projected to reduce annual net State General Fund revenue by $2.6 million 
beginning in FY 2016.   
Effective Date 
This Act is effective January 1, 2015.   
Enactment Date 
This Act was approved by the General Assembly on April 25, 2014, and signed by the Governor on May 30, 2014. 

Source 
Department of Revenue 
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SF 2339 – Brownfield/Grayfield Tax Credit Restructure Act 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2339 modifies the existing Redevelopment Tax Credits Program (Brownfield/Grayfield).  This Act includes two provisions with an 
identified potential fiscal impact: 
• Section 4, allowing refundable tax credits for nonprofit organizations.
• Section 9, removing the automatic repeal date (June 30, 2021) for the Program.
Background 
The Redevelopment Tax Credits Program was created in HF 2687 (Underutilized Property Redevelopment Tax Credit Act of 2008).  The tax credit 
requirements are found in Iowa Code section 15.293A.  The automatic repeal date was added in SF 514 (Brownfield/Grayfield Act of 2011).   

The Program is included in the Economic Development Authority’s annual aggregate tax credit limitation contained in Iowa Code section 15.119.  
The maximum credit a single project may receive is limited to 10.0% of the Redevelopment Tax Credits available that year.  Neither of those 
provisions is modified in this Act.   

Fiscal Impact 

Making tax credits refundable for nonprofit applicants will impact the timing of tax credit redemptions, bringing forward credits that, if awarded as 
nonrefundable credits to for-profit entities, will be redeemed later, or perhaps never.  This Act will result in a negative impact to the General Fund in 
future years as follows: 
• FY 2017 = $0.5 million
• FY 2018 = $0.3 million
• FY 2019 = $0.2 million

• FY 2020 = $0.2 million
• FY 2021 = $0.1 million
• FY 2022 = $0.1 million

In future fiscal years, the $1.4 million in negative fiscal impact cited above will be offset in whole, or in large part, by reduced tax credit 
redemptions, as the identified fiscal impact is simply a timing impact.   
Since the Redevelopment Tax Credits Program is part of the Economic Development Authority’s annual aggregate tax credit limitation, removing 
the June 20, 2021, sunset does not change the annual amount of tax credits awarded by the Authority; it instead reduces the amount of tax credits 
available for other programs under the aggregate cap.     
Effective Date 
This Act is effective on July 1, 2014, and its provisions apply to qualifying projects with credits awarded after that date. 
Enactment Date 
This Act was approved by the General Assembly on April 1, 2014, and signed by the Governor on April 10, 2014. 

Sources 
Department of Revenue 
Economic Development Authority 
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SF 2340 – Solar Energy Tax Credit Act 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2340 increases the annual limit for the existing Solar Energy System Tax Credit from $1.5 million to $3.0 million, retroactive to January 
1, 2014.  In addition, this Act provides that if the annual credit cap is not fully utilized in one year, the unused credits remain available in a future 
year.    

Background 
Iowa’s solar tax credit is a percentage of the federal solar tax credit.  Under current law, the federal credit expires January 1, 2017, so only 
installations prior to that date are eligible for the Iowa credit.  However, should Congress extend the credit past the current sunset, the Iowa tax 
credit will be extended automatically. 

Assumptions 
• Of the total 2012 Solar Energy System Tax Credit awards, 40.0% of the total amount of applications was received after February 2013.  It is

assumed that beginning in March 2014, the Department will receive additional applications for 2013 awards equal to 40.0% of applications
received by the end of February 2014.  With this assumption, it is estimated that total tax credit applications for systems installed in tax year
2013 will be $2.9 million.  Under current law, $1.4 million of that amount will be awarded as tax year 2014 tax credits for installations that
occurred in 2013.

• Applications for tax credits will total at least $2.9 million each year for 2014 through 2016.
• With the estimated $1.4 million of 2013 installations receiving tax year 2014 credits and an estimated $2.9 million in applications for 2014, it is

assumed the full annual cap of $3.0 million under this Act will be issued for 2014, with applications above the cap pushed into 2015 awards.
• With applications expected to remain at 2014 levels, 2015 and 2016 awards are also expected to reach the cap.  Under current law, it is

estimated that the $1.5 million cap will allow tax credits for all installations in 2013 and 2014 to be fully funded, but 2015 installations will only
receive a total of $0.1 million of tax credit awards and there will be no remaining funds for 2016 installations. Under this proposal, installations
occurring in 2013, 2014, and 2015 will be fully funded, and 2016 installations will receive $1.7 million of tax credit awards.

• The awards will be claimed within the first five years of the carryforward period.
• Timing of the tax credit claims will be similar to other nonrefundable tax credits with a five-year carryforward period such as the Endow Iowa Tax

Credit, the School Tuition Organization Tax Credit, and the Agricultural Assets Transfer Tax Credit.  For those programs, tax credits earned in
one year are redeemed 56.6% in the first year, 24.5% in the second year, and 18.9% is spread over the next four tax years.

Fiscal Impact 
The proposed changes to the Solar Energy System Tax Credit are projected to reduce net General Fund 
revenue by the amounts in the table to the right.  Under current federal law, the fiscal impact does not continue 
past FY 2022.  However, if the federal solar tax credit is extended, the Iowa tax credit is also extended.   

Effective Date:  This Act is effective on enactment (May 30, 2014) and applies retroactively to January 1, 2014 
(tax year 2014).   
Enactment Date:  This Act was approved by the General Assembly on April 25, 2014, and signed by the 
Governor on May 30, 2014. 

Source:  Department of Revenue 

Credit Amount
FY 2015 -0.8$  
FY 2016 -1.2
FY 2017 -1.3
FY 2018 -0.6
FY 2019 -0.2
FY 2020 -0.2
FY 2021 -0.1
FY 2022 -0.1

-4.5$  

Solar Energy Tax Credit
Net General Fund Impact, in Millions
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SF 2341– Iowa Speedway Sales Tax Rebates  
Analyst:  Shawn Snyder (Phone: (515) 281-7799) (shawn.snyder@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2341 modifies requirements pertaining to the sales tax rebates for the Iowa Speedway.  Changes include: 
• The definition of “change of control” was modified to remove the requirement that the original owners retain 25.0% of voting equity

interest.
• The definition of “Iowa corporation” is modified by renaming it “Iowa business” and allowing a limited liability company (LLC) to qualify

for the sales tax rebate.
• Elimination of the requirement that at least 25.0% of the corporation of equity interests be owned by Iowa residents.
• Extends the repeal date by 10 years (from June 30, 2016, to June 30, 2026), if the sales tax rebate cap has not been exhausted by that

time.

Background 
The sales tax rebate provision was originally enacted during the 2005 Legislative Session and included a total rebate cap of $12.5 million 
and an expiration date of June 30, 2016, if the rebate cap had not been reached prior to the expiration date.  Through FY 2013, the rebate 
amount totaled approximately $3.1 million.  The Iowa Speedway was purchased by NASCAR in November 2013.  Because of the 
ownership provision requirements specified in Iowa Code section 423.4(5a), the owners will not be eligible to receive any sales tax rebates 
under current law.   

Assumptions 
The remaining sales tax rebate capacity totals approximately $9.4 million and is assumed to be exhausted prior to the expiration date of 
June 30, 2026.  The average annual rebated amount  from FY 2007 through FY 2013 was approximately $424,000.  However, the specific 
annual amount under this proposal may vary and is currently unknown.   

Fiscal Impact 
The specific annual fiscal impact is unknown, but will likely be at least $400,000 annually beginning in FY 2015.  The total fiscal impact will 
not exceed $9.4 million and may extend through FY 2027. 

Effective Date 
The Act is effective upon enactment and applies retroactively to November 2013. 

Enactment Date 
The Act was approved by the General Assembly on March 26, 2014, and signed by the Governor on April 2, 2014. 

Sources 
Iowa Speedway website: http://www.iowaspeedway.com 
LSA Fiscal Topic, Tax Increment Financing - Sales Tax  
LSA analysis 
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SF 2343 – Cogeneration Facilities, Renewable Energy Tax Credit Act 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2343 extends the deadline for putting in place a renewable energy facility in order to qualify for the State’s existing energy generation 
tax credit.  The tax credit is equal to 1.5 cents per kilowatt-hour of generated electricity.  This Act extends the current deadline  
(January 1, 2015) two years, making facilities placed in service before January 1, 2017, eligible for the tax credit.   

This Act also adds methane gas, landfill gas, and biogas as allowed fuel sources for an existing 10.0 megawatt cogeneration subcategory of 
qualified facilities.  The subcategory is currently limited to natural gas cogeneration.   

Background 
Iowa Code chapter 476C includes a tax credit for qualified energy generated through the renewable energy requirements of that chapter.  The 
chapter generally relates to wind energy projects, but additional project subcategories are included.  As originally enacted in 2005 
(SF 390, Renewable Energy Tax Credit Act), chapter 476C had a maximum generating capacity of 100 megawatts and a placed-in-service 
deadline of January 1, 2011.  The law has been amended several times, and the current limit of 363 megawatts of wind generation, as well as the 
current January 1, 2015, placed-in-service deadline, was enacted in 2011.   

As of March 2014, projects approved for the tax credit totaling 80.0 megawatts are operational, and an additional 282.3 megawatts have been 
approved for tax credit eligibility, but are not operational.   

Iowa also allows wind energy facilities approved under Iowa Code chapter 476B to earn tax credits.  That chapter is not amended in this Act.   

Assumptions 
• The wind energy maximum allowed capacity is 363.0 megawatts. 
• Wind energy generating capacity totaling 80.0 megawatts is currently operational. 
• An additional wind energy generating capacity totaling 155.8 megawatts is assumed to become operational by the current deadline of January 1, 

2015.  
• With the extension provided in the Act, another 62.5 megawatts in 2015 and 64.7 megawatts in 2016 are assumed to become operational.  It is 

further assumed that without extending the placed-in-service deadline, those 127.2 megawatts will not earn tax credits under existing law.  The 
projects completed in 2015 will first redeem tax credits in FY 2016 with the projects completed in 2016 redeeming credits the following year.   

• Once approved and operational, wind conversion facilities earn tax credits for 10 years.  
• Based on the tax credit awards to existing approved and operational wind facilities, kilowatt-hours claimed for tax credits equal 44.8% of the 

nameplate capacity of the facilities.   
• The tax credits are transferable.   
• Each year’s credits will be redeemed: 

• First year = 55.0% of credits earned 
• Second year = 33.0% 
• Third year = 10.4% 
• Fourth year = 1.6% 
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Fiscal Impact 
The extension of the placed-in-service deadline for wind energy facilities is projected to reduce net General Fund revenue by $75.0 million over 14 
fiscal years.  The projected amounts, by fiscal year, are provided in the following table.   
 

FY 2016 -2.0$          FY 2023 -7.5$          
FY 2017 -5.3 FY 2024 -7.5
FY 2018 -7.0 FY 2025 -7.5
FY 2019 -7.4 FY 2026 -5.5
FY 2020 -7.5 FY 2027 -2.2
FY 2021 -7.5 FY 2028 -0.5
FY 2022 -7.5 FY 2029 -0.1

Wind Energy Tax Credits
Net General Fund Impact, in Millions

 
 
Effective Date 
This Act is effective July 1, 2014.   
Enactment Date 
This Act was approved by the General Assembly on April 23, 2014, and signed by the Governor on May 30, 2014. 

Sources 
Iowa Utilities Board 
Department of Revenue 
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SF 2344 – Biofuels Tax Credit 
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2344, as amended and passed by the House, relates to motor vehicle biofuel tax and production incentives.  This Act: 
• Increases the tax credit rate for E-15 blended gasoline.
• Extends the existing Biodiesel Production Payment for three years.
• Defines biobutanol as a biofuel and biobutanol-blended gasoline as a renewable fuel.

Background 
The amount of the E-15 Tax Credit equals a constant (cents per gallon sold) rate multiplied by the total number of gallons of ethanol blended 
gasoline, classified as at least E-15 but less than E-85, and sold and dispensed by the retail dealer during the tax year.  Under current law, the 
designated rate is 3.0 cents per gallon for calendar year 2014 and 2.0 cents per gallon for calendar years 2015 through 2017. 

This Act modifies the designated rate to 3.0 cents per gallon sold in period 1 (January 1 through May 31), 10.0 cents per gallon in period 2 (June 1 
through September 15), and 3.0 cents per gallon in period 3 (September 16 through December 31).  This change is retroactive to January 1, 2014. 

This Biodiesel Production Payment was created in SF 531 (Motor Fuels Act of 2011).  The payment was equal to 3.0 cents per gallon produced in 
2012, 2.5 cents per gallon in 2013, and 2.0 cents per gallon in 2014.  The production payment does not continue after 2014 under current law.  
This Act extends the 2.0-cent production payment rate for three additional calendar years, through 2017. 

Assumptions 
Retail E-15 Biofuel Tax Credit 
• This analysis uses data from the 2013 Retailers Motor Fuel Gallons Annual Report prepared by the Iowa Department of Revenue with results

adjusted using fuel consumption growth forecasted by the federal Energy Information Administration.
• The Department of Revenue annual fuel report does not capture the month of sales; only calendar year sales are available.  Therefore, this

analysis uses an average designated rate for E-15 based on the historical distribution of Iowa monthly taxable gasohol between 2007 and 2013
in the three periods: 40.4%, 30.0%, and 29.7% for the three periods proposed in this Act, respectively.  The average designated rate in a tax
year equals 5.1 cents per gallon by multiplying the three-period percentage distribution and the three proposed designated rates.

• The tax credits are forecasted on a tax year basis.  When converting the fiscal impacts from tax year to fiscal year, the historical distribution of
claims for tax year 2011 is applied.

Biodiesel Production Payment 
• This analysis is based on 2012 and 2013 Biodiesel Producer Refund quarterly claim data, that includes biodiesel produced by 10 Iowa

producers and the amount of refunds claimed.  The Iowa Renewable Fuels Association (IRFA) on January 8, 2014, announced that Iowa
biodiesel production increased 25.0% in 2013, setting a new record with production topping 230 million gallons of biodiesel.  In addition,
according to the Monthly Biodiesel Production Survey from the U.S. Energy Information Administration, B100 (the industry designation for pure
biodiesel) production increased 2.4% from 2011 to 2012 and 35.2% from 2012 to 2013.  The jump in 2013 is primarily explained by the
expiration and subsequent extension of the Federal Biodiesel and Renewable Diesel Fuels Credit.  The American Taxpayer Relief Act of 2012
(Pub. L. No. 112-240) retroactively extended through December 31, 2013, the federal biodiesel fuel tax credits that had expired on December
31, 2011.  Renewal of the federal credit contributed to the sharp increase in biodiesel production in 2013.
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• The federal biodiesel fuel tax credit has once again expired and the Environmental Protection Agency (EPA) is currently proposing to lower the 
national Renewable Fuel Standard (RFS).  The lower the RFS, the less renewable fuels will be required to be used in the U.S. fuel market, an 
action that will potentially reduce demand for biodiesel fuel.  Due to the federal biodiesel policy uncertainty, the increase in biodiesel is not 
expected to sustain after 2013. This analysis assumes that biodiesel production will decline slightly from 2013 to 2014.  In 2015 and later, the 
annual growth rate for each biodiesel producer is assumed to be 3.5% each year.  It is also assumed no new producers will emerge in the 
forecasted years. 

Fiscal Impact 
The changes to the E-15 Tax Credit and the Biodiesel Production Payment are 
projected to reduce net State General Fund revenue by the amounts in the table to the 
right.   
Effective Date 
Division II, related to the tax credit for E-15 blended gasoline, is effective upon 
enactment (May 21, 2014) and the tax credit provisions apply retroactively to January 
1, 2014 (tax year 2014).  The remainder of the Act is effective July 1, 2014.   
Enactment Date 
This Act was approved by the General Assembly on April 24, 2014, and signed by the 
Governor on May 21, 2014. 

Sources 
Department of Revenue 
U.S. Energy Information Administration 

E-15 Tax 
Credit

Biodiesel 
Production 

Payment

Total 
Fiscal 

Impact
FY 2015 -0.1$          -2.6$                -2.7$          
FY 2016 -0.1 -4.4 -4.5
FY 2017 -0.2 -4.4 -4.6
FY 2018 -0.2 -1.6 -1.8
FY 2019 -0.2 0.0 -0.2
FY 2020 -0.1 0.0 -0.1

-0.9$          -13.0$              -13.9$        

Biodiesel Production Payment Changes
Net General Fund Impact, in Mill ions

Retail E-15 Tax Credit and 
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SF 2352 – Disabled Veterans Property Tax Exemption  
Analyst:  Shawn Snyder (Phone:  (515) 281-7799) (shawn.snyder@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2352 expands the Disabled Veterans Homestead Tax Credit with the following provisions: 
• Eliminates the income limitation for the Credit. 
• Changes the eligibility for the Credit to include any eligible veteran, including former members of the National Guard of any state, with a 

permanent and total service-connected disability as certified by the U.S. Department of Veterans Affairs.  The provision also includes 
individuals that are a surviving spouse or child that meet specified criteria. 

Background 
The Disabled Veterans Homestead Tax Credit provides an exemption of property taxes for the eligible owner.  In FY 2014, this Credit 
totaled $313,747. 

Assumptions 
Assumptions include: 
• A statewide average consolidated property tax rate of $33.4098/$1,000 of taxable valuation.  The State will fully fund the Homestead 

Property Tax Credit (this includes the Disabled Veterans Homestead Tax Credit). 
• The Department of Veteran Affairs (DVA) reported that there are 2,754 Iowa veterans who are 100.0% disabled and that 60.0% of these 

veterans own their home.   
• The average median home value is $133,000.  Total value will increase annually based on the Department of Revenue property tax 

residential growth projections.  Taxable valuations are based on the Legislative Services Agency (LSA) residential rollback estimates. 
• All eligible disabled veterans will claim the Credit and the number is assumed to remain static for this estimate. 
• Because of timing issues relating to the procedures for the calculation and application of property tax credits and exemptions, this Act 

will have an initial impact in FY 2016. 
 

Fiscal Impact 
Senate File 2352 will increase annual General Fund expenditures beginning in FY 2016.  The following table provides the estimated 
increases in General Fund expenditures in future fiscal years.  
 

FY 2015 FY 2016 FY 2017 FY 2018 FY 2019

0$          3,607,000$ 3,715,000$ 3,906,000$ 4,062,000$ 

General Fund Estimated Expenditure Increase for 
the Disabled Veterans Homestead Property Tax 
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Effective Date 
The Act is effective on enactment. 

Enactment Date 
The Act was approved by the General Assembly on April 28, 2014, and signed by the Governor on May 26, 2014. 

Sources 
Iowa Department of Veteran Affairs 
Iowa Department of Revenue 
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SF 2359 – Business Venture Capital Tax Credits
Analyst:  Jeff Robinson (Phone:  (515) 281-4614) (jeff.robinson@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Division I of Senate File 2359 removes a current requirement that investors in a qualified business wait three years to redeem their Venture 
Capital Tax Credits.  This Act provides that tax credits issued under this program on or after January 1, 2014, cannot be redeemed prior to 
January 1, 2016.   

Section 23 of Division III directs that loan and other repayments from the former Iowa Values Fund are to be deposited to an Economic 
Development Authority fund and used for the purposes of the Strategic Investment Fund.  Section 21 is retroactive to July 1, 2013.      

Background – Iowa Values Fund 

The Iowa Values Fund was repealed effective June 30, 2012, in section 14 of HF (Infrastructure and Capital Projects Appropriations Act of 
2011).  House File 638 (Infrastructure and Capital Projects Act of 2013) amended the 2011 legislation, directing that any unobligated money 
in the Iowa Values Fund as of July 1, 2013, must be transferred to the Rebuild Iowa Infrastructure Fund (RIIF).  In December 2013, $31.1 
million was transferred from the Iowa Values Fund to the RIIF.  

House File 590 (Economic Development Authority Act of 2011) required any money remaining in a Fund under control of the Department 
of Economic Development on the effective date of the Act (July 1, 2011) to remain available to the Authority.  HF 590 also required financial 
assistance agreements entered into under Iowa Code chapter 15G (including the Iowa Values Fund) prior to the effective date of the Act to 
be administered by the Authority according to the provisions of Iowa Code chapter 15G.   

Up until the date of its repeal, the Iowa Values Fund was the main economic incentive fund of the Economic Development Authority.  The 
Fund provided a source of grant and loan economic incentives, using state appropriations and loan repayments as the primary funding 
sources.  Since its repeal, the Fund has been maintained and is active in the State accounting system, with previously agreed to incentive 
payments being made out of the Fund, and loan repayments, interest, and other income deposited to the Fund.   

Approximately $48.1 million remains in the Iowa Values Fund.  The majority of the current balance is encumbered for specific economic 
development projects and will be disbursed once the projects meet their award requirements.  Should an award recipient fail to meet the 
requirements of the assistance agreement, the encumbered money will become unencumbered.   

In FY 2014, approximately $3.6 million in repayments, royalties, interest, and miscellaneous income has been deposited in the Iowa Values 
Fund.  Over the next four years, repayments and other revenue for the Fund will equal $7.5 million to $10.0 million or more.  Section 21 of 
this Act will allow the Authority to transfer the income stream of repayments, royalties, interest, and other income that is accruing to the 
repealed Iowa Values Fund to any Fund established under the provisions of Iowa Code section 15.106A(1)(o).   

Section 23 of this Act does not address what happens to any of the current $48.1 million Iowa Values Fund balance that has become 
unencumbered since July 1, 2013, or that becomes unencumbered in the future.   
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Assumptions 
• The removal of the three-year wait period for Venture Capital Tax Credit redemption applies only to investments made on or after 

January 1, 2014.   
• Tax credits awarded for investments made on or after January 1, 2014, will first impact the State General Fund in FY 2016.     
• Under current law and under the provisions of this Act, Venture Capital Tax Credit awards are subject to a $2.0 million per year cap.  

Accelerating the redemption timeframe only impacts the timing of the redemptions.   
Fiscal Impact 
Division I, which alters the redemption of qualified business Venture Capital Tax Credits, has a General Fund fiscal impact through a 
change in the timing of tax credit redemptions.  The change removes a three-year wait period that applies to tax credit redemptions.  Tax 
credits issued on or after January 1, 2014, are made redeemable on or after January 1, 2016.  The following table provides the net fiscal 
impact of Division I.   
 

General 
Fund 

Revenue
FY 2015 0.0$           
FY 2016 -2.0
FY 2017 -1.5
FY 2018 -0.9
FY 2019 -0.3

FY 2020 - FY 2025 4.7

In millions 

Qualified Business Venture Capital Tax Credits
Impact of removing the three-year wait period

 
 
The Iowa Values Fund is a repealed State fund that continues to operate in the State accounting system.  The unencumbered portion of the 
balance as of July 1, 2013, was transferred to the RIIF in December 2013.  However, loan repayments and other income continue to be 
deposited to the Fund and there currently exists no Code authority to expend the revenue when it becomes available.  There also is no 
existing Code authority directing what may happen to any existing encumbered funds should those funds become unencumbered.   
 
Enactment of Section 21 of this Act will allow the Authority to transfer the revenue stream out of the Iowa Values Fund.  Any of the 
encumbered funds that are currently in the Iowa Values Fund that become unencumbered at a later date will remain in the Iowa Values 
Fund.   
 
Effective Date 
This Act has various effective and applicability dates.   
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• Division I - Investment Tax Credits - Effective July 1, 2014, and applies retroactively to January 1, 2014 (tax year 2014). 
• Division II - Targeted Small Business Assistance - Effective on enactment. 
• Division III - Strategic Infrastructure Program - Effective on enactment.  Section 23, related to loan repayments from the former Iowa 

Values Fund, applies retroactively to July 1, 2013.   
• Division IV - Endow Iowa Program - Effective July 1, 2014. 
• Division V - Economic Development Regions - Effective on enactment. 

 
Enactment Date 
This Act was approved by the General Assembly on April 30, 2014, and signed by the Governor on May 30, 2014. 
 

Sources 
Economic Development Authority 
Department of Revenue 
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SF 2364 – Environmental Testing Services Sales Tax Exemption Act 
Analyst:  Shawn Snyder (Phone:  (515) 281-7799) (shawn.snyder@legis.iowa.gov) 
Fiscal Note Version – Final Action 

Description 
Senate File 2364 includes two separate divisions.   
• Division I provides a sales tax exemption for certain environmental testing services. The Division is effective July 1, 2015.  
• Division II establishes a new motorsports recreational vehicle (MRV) classification for purposes of motor vehicle regulation and driver 

licensing.  Motorsports recreational vehicles are defined as a modified motor vehicles used to participate in motorsports competitions, 
consisting of a conversion unit mounted on a truck tractor or motor truck chassis, and can be a temporary or recreational dwelling.  The Act 
establishes an annual registration fee of $400 for MRVs.   

Assumptions 
Division I: 
• The North American Industrial Classification System (NAICS) codes for environmental testing laboratories and services and environmental 

consulting services were used to identify Iowa businesses with those codes.   
• Businesses identified from the Iowa Workforce Development database were matched with a list of businesses remitting sales and use tax to the 

Iowa Department of Revenue (DOR).  The DOR identified 58 businesses with taxable sales of $17.9 million for FY 2013. 
• Taxable sales growth is estimated at 3.8% in FY 2014, 3.8% in FY 2015, 4.3% in FY 2016, 3.9% in FY 2017, and 3.0% in FY 2018 and future 

fiscal years. 
• The statewide average local option sales tax (LOST) rate is 0.87%. 
 
Division II: 
• Currently these vehicles are required to pay a fee that is formula-based.  It is assumed that the fee change will be a reduction compared to 

formula method, but the specific reduction amount is unknown.  

Fiscal Impact 
Division I:  State sales and use tax revenue will be reduced by approximately $1.2 
million in FY 2016 and $1.3 million by FY 2017 and subsequent fiscal years.  
Additionally, the LOST revenue will be reduced by approximately $200,000 each fiscal 
year.  The table at right provides the estimated fiscal impact of the sales tax exemption 
and the impact on the State General Fund, the Secure an Advanced Vision for 
Education (SAVE) Fund, and the LOST. 
 
Division II:  The number of vehicles eligible for reclassification is unknown, and the 
Legislative Services Agency is currently unable to determine the fiscal impact of this 
change.  Any fiscal impact will result in a decrease in Road Use Tax Fund revenue 
and will likely occur beginning in FY 2015.  

Effective Date 
Division I is effective July 1, 2015.  Division II is effective July 1, 2014. 
 

 

 

Total State 
Sales Tax

General 
Fund SAVE LOST

FY 2016 -1.2$            -1.0$        -0.2$        -0.2$        
FY 2017 -1.3              -1.1          -0.2          -0.2          
FY 2018 -1.3              -1.1          -0.2          -0.2          
FY 2019 -1.3              -1.1          -0.2          -0.2          

SAVE = Secure an Advanced Vision for Education
LOST = Local Option Sales Tax
Totals may not sum due to rounding.

Sales Tax Exemption for Environmental Testing Services
Estimated Change in Revenues (in Millions)
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Enactment Date 
This Act was approved by the General Assembly on May 1, 2014, and signed by the Governor on May 30, 2014. 

Sources 
Iowa Department of Revenue 
Iowa Department of Transportation 
LSA calculation 
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