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1 2 Section 1. Section 422.4, subsection 1, paragraphs b and
1 3 c, Code 1995, are anended to read as foll ows:
1 4 b. "Cumulative inflation factor" neans the product of the
1 5 annual inflation factor for the
—1988
— 1995 cal endar year and
1 6 all annual inflation factors for subsequent cal endar years as
1 7 determned pursuant to this subsection. The cunulative
1 8 inflation factor applies to all tax years beginning on or
1 9 after January 1 of the cal endar year for which the |atest
1 10 annual inflation factor has been detern ned.
111 c. The annual inflation factor for each of the
—1988
— 1995,
1 12 1996, 1997, 1998, and 1999 cal endar
—y-ea

— years is one hundred
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Sec. 2. Section 422.5, subsection 1, unnunbered paragraph
1, and paragraphs a through i, Code 1995, are anended by
striking the unnunbered paragraph and | ettered paragraphs and
inserting in lieu thereof the follow ng:

A tax is inmposed upon every resident and nonresi dent of the
state which tax shall be levied, collected, and paid annually
upon and with respect to the entire taxable inconme as defined
inthis division at rates and for tax years beginning in the
foll owi ng cal endar years as foll ows:

On all taxable

i ncone exceeding

t he begi nni ng CALENDAR YEARS

anount through 1999 and
the ending subsequent
anmount : 1995 1996 1997 1998 years

a. $ 0- 1,060 .4 % .4 % .35% .35% .35%

b. 1, 060- 2,120 . 8 .75 .75 .7 .7

C. 2,120- 4,240 2.65 2.55 2.45 2.35 2.3

d. 4,240- 9,540 4.9 4.75 4.55 4.35 4.25

e. 9, 540- 15, 900 6. 65 6.45 6.2 5.95 5.8

f. 15, 900- 21, 200 7.05 6.8 6.6 6.3 6.1

g. 21, 200- 31, 800 7.35 7.15 6.9 6.6 6.4

h. 31,800-47,700 8.6 8.3 8. 05 7.65 7.5

i 47, 700+ 9.75 9.45 9.15 8.7 8.5

Sec. 3. This division of this Act, being deened of
i medi ate i nmportance, takes effect upon enactnment and applies
retroactively to January 1, 1995, for tax years begi nning on
or after that date.
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Sec. 4. Section 8.56, subsection 1, Code 1995, is anended
to read as foll ows:

1. A cash reserve fund is created in the state treasury.
The cash reserve fund shall be separate fromthe general fund
of the state and shall not be considered part of the genera
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fund of the state except in determning the cash position of
the state as provided in subsection 3. The noneys in the cash
reserve fund are not subject to section 8.33 and shall not be
transferred, used, obligated, appropriated, or otherw se
encunbered except as provided in this section.

Not wi t hst andi ng section 12C. 7, subsection 2, interest or
ear ni ngs on noneys deposited in the cash reserve fund shall be
credited to the rebuild I owa

—ecshRe-c—eRRgensy—funad
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infrastructure account created in section 8.57. Mneys in the
cash reserve fund may be used for cash fl ow purposes provided
that any noneys so allocated are returned to the cash reserve
fund by the end of each fiscal year. However, the fund shal
be consi dered a special account for the purposes of section
8. 53.

Sec. 5. Section 8.56, subsection 4, paragraph b, Code
1995, is amended to read as foll ows:

b. In addition to the requirenents of paragraph "a", an
appropriation shall not be nmade fromthe cash reserve fund

hich tl o I

— unless the bill or joint
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resol ution naking the appropriation is approved by vote of at
| east three-fifths of the nenbers of both chanbers of the
general assenbly and is signed by the governor

Sec. 6. Section 8.57, subsection 1, paragraph a, Code
1995, is anmended by striking the paragraph and inserting in
lieu thereof the follow ng

a. The cash reserve goal percentage for fiscal years
begi nning on or after July 1, 1995, is five percent of the
adj usted revenue estinate. For each fiscal year beginning on
or after July 1, 1995, in which the appropriation of the
surplus existing in the general fund of the state at the
conclusion of the prior fiscal year pursuant to paragraph "b"
was not sufficient for the cash reserve fund to reach the cash
reserve goal percentage for the current fiscal year, there is
appropriated fromthe general fund of the state an anount to
be determ ned as foll ows:

(1) If the balance of the cash reserve fund in the current
fiscal year is not nore than four percent of the adjusted
revenue estimate for the current fiscal year, the amount of
the appropriation under this lettered paragraph is one percent
of the adjusted revenue estimate for the current fiscal year.

(2) If the balance of the cash reserve fund in the current
fiscal year is nore than four percent but less than five
percent of the adjusted revenue estimate for that fiscal year,
the amount of the appropriation under this |ettered paragraph
is the anbunt necessary for the cash reserve fund to reach
five percent of the adjusted revenue estinmate for the current
fiscal year.

(3) The noneys appropriated under this |lettered paragraph
shall be credited in equal and proportionate amounts in each
quarter of the current fiscal year.

Sec. 7. Section 8.57, subsection 1, paragraph b, Code
1995, is amended to read as follows:

b.
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— The surplus existing in

3 33 the general fund of the state at the conclusion of the fisca
3 34 year is appropriated for distribution in the succeeding fisca
3 35 year as provided in

i .

ubsections 2 and 3. Mneys
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credited to the cash reserve fund fromthe appropriation nade
in this paragraph shall not exceed the anpbunt necessary for
the cash reserve fund to reach the cash reserve goa
percentage for the succeeding fiscal year. As used in this
par agraph, "surplus" neans the excess of revenues and ot her
financi ng sources over expenditures and other financing uses
for the general fund of the state in a fiscal year.

Sec. 8. NEWSECTION. 8.57A PERSONAL | NCOVE TAX RATE
REDUCT! ON REPLACEMENT FUND

1. The personal incone tax rate reduction replacenent fund
is created in the state treasury under the authority of the
departnment of managenent. The fund shall be separate fromthe
general fund of the state and shall not be considered part of
the general fund of the state except in determ ning the cash
position of the state for paynent of state obligations. The
moneys in the fund are not subject to the provisions of
section 8.33 and shall not be transferred, used, obligated
appropriated, or otherw se encunbered except as provided in
this section. Mneys in the fund may be used for cash fl ow
pur poses provided that any nbneys so allocated are returned to
the fund by the end of each fiscal year. However, the fund
shal | be considered a special account for the purposes of
section 8.53, relating to elimnation of any GAAP deficit.
The fund is created upon the effective date of this section,
and shall remain in existence until the close of the fisca
year beginning July 1, 1999.

2. The provisions of this subsection apply for the fisca
years beginning July 1 of 1994, 1995, 1996, 1997, and 1998.
Not wi t hst andi ng the provisions of section 8.57, subsection 3,
for each of the designated fiscal years, noneys remaining
followi ng the appropriations made pursuant to section 8.57,
subsection 1, shall not be appropriated to the | owa econonic
energency fund but are instead appropriated to the persona
i ncome tax rate reduction replacenent fund

3. FEffective for the fiscal year beginning July 1, 1995,
and the subsequent three fiscal years, on or before Decenber
31 of each of the fiscal years, the state revenue estinating
conference created in section 8.22A shall certify an estimate
of the net change in revenues deposited into the general fund
of the state for that fiscal year due to the personal incone
tax rate reduction inplenmented pursuant to section 422.5. The
director of the departnent of managenent shall transfer not
nore than the certified amount fromthe personal incone tax
rate reduction replacenent fund to the general fund of the
state. Prior to the transfer, the director shall determ ne
whet her the bal ance of the general fund of the state is
sufficient to absorb the revenue change, and if the certified
bal ance is sufficient the director may defer the transfer to a
succeedi ng fiscal year. Moneys transferred to the genera
fund of the state pursuant to this section shall be added to
the general fund expenditure limitation, to the extent not
al ready included, for the fiscal year in which the transfer
takes place and ninety-nine percent of the transferred anount
is available for expenditure as directed by the genera
assenbl y.

4. Notwithstandi ng section 12C. 7, subsection 2, interest
or earnings on noneys deposited in the personal incone tax
rate reduction replacenent fund shall be credited to the
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rebuild lowa infrastructure account created in section 8.57.

5. This section is repeal ed Septenber 1, 2000.

Sec. 9. TRANSFER TO | NFRASTRUCTURE ACCOUNT. NMoneys in the
|l owa econom c energency fund, created in section 8.55, at the
conclusion of the fiscal year beginning July 1, 1994, shall be
transferred to the rebuild lowa infrastructure account.

Sec. 10. EFFECTIVE DATE. This division of this Act, being
deened of imedi ate inportance, takes effect upon enactnent.

EXPLANATI ON

Division | of this bill reduces the individual inconme tax
rates by approxinmately 15 percent over five tax years
beginning with the tax year begi nning January 1, 1995,

Because of the reduction in tax rates the division elimnates
the indexation of the tax brackets for tax years begi nning
before January 1, 2000

Division | takes effect upon enactnent.

Division Il revises provisions associated with the state
general fund expenditure linmtation

Section 8.56 is anmended to credit the interest and earnings
of the cash reserve fund to the rebuild lowa infrastructure
account instead of the Iowa econonic energency fund. Current
law requires the vote of a three-fifths majority of the
general assenbly for an appropriation fromthe cash reserve
fund in an anobunt which would reduce the bal ance of the fund
to less than three percent of the adjusted revenue estimte
The bill requires that three-fifths majority for any
appropriation fromthe fund.

Section 8.57 currently provides for an annual increase in
the cash reserve goal percentage until a five percent naxinmum
anmount of the adjusted revenue estinate is reached in fisca
year 1997-1998. The bill accelerates the inplenmentation of
the maxi mum anount to fiscal year 1995-1996. |In addition, the
provisions are rewitten to specify the mechani smof the
appropri ati ons.

New section 8.57A creates a new personal incone tax rate
reduction replacenent fund. Moneys renmaining after the
surplus in the state general fund ending bal ance is used to
fill the cash reserve and to maintain the state's activities
under generally accepted accounting principles (GAAP), are to
be deposited in the replacement fund. Mneys deposited into
the replacenent fund may be transferred back to the genera
fund to replace revenues not collected due to the incone tax
rate reduction unless the director of the departnent of
managenent determ nes the bal ance of the general fund is
sufficient without the transfer. 1In this case, the transfer
may take place in a succeeding fiscal year. The new section
i s repeal ed September 1, 2000.

Division Il takes effect upon enactnent.
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