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Fiscal Note Version – As amended and passed by the Senate 

Description 

Senate File 619 as amended and passed by the Senate relates to State and local taxation, tax 
policy, and economic incentive programs.  The Bill also contains provisions related to: 

• Telehealth coverage through health insurance. 

• A new Manufacturing 4.0 Technology Investment Program. 

• A new Energy Infrastructure Revolving Loan Program. 

• A new Downtown Loan Guarantee Program. 

• A new Disaster Recovery Housing Assistance Program and Fund. 
 
Provisions of the Bill have various effective dates, including retroactive effective dates.  Figures 
9, 10, and 11 summarize the fiscal impact of the various Bill divisions and can be found at the 
end of this fiscal note. 
 
Division I — Contingent Income Tax System Triggers 

Description and Background 

2018 Iowa Acts, chapter 1161, Division IX, made future changes to how Iowa individual income 
tax liability is calculated.  The effective date of Division IX of the 2018 legislation is contingent 
upon Iowa General Fund revenue reaching two revenue targets, or triggers, at the conclusion of 
a fiscal year.  The two triggers are: 

• Actual General Fund net revenue for the fiscal year equals or exceeds $8,314.6 million. 

• Actual General Fund net revenue for the fiscal year equals or exceeds 104.0% of the actual 
General Fund net revenue for the previous fiscal year.   

Under the provisions of section 133 of the 2018 legislation, the first year that the two targets 
may be met is FY 2022, and the first year that the changes in Division IX of the 2018 legislation 
may become effective is TY 2023.   
 
At the March 2021 meeting of the Revenue Estimating Conference (REC), the REC established 
an FY 2022 General Fund estimate of $8,385.6 million and a growth rate of 3.8% compared to 
the FY 2021 estimate of $8,078.9 million.  The FY 2022 revenue projection is therefore 
$71.0 million above the dollar trigger but 0.2 percentage points below the required 4.0% growth 
trigger.  While the REC projection does not meet the trigger requirements, it does not mean that 
both triggers will not or cannot be met at the conclusion of FY 2022, but it does mean that the 
triggers are not projected to be met for FY 2022 at this time. 
 
The Bill amends the 2018 Iowa Acts by striking the two conditions necessary for the trigger to 
occur and specifies that the provisions in the 2018 law take effect January 1, 2023. 

Fiscal Note 
Fiscal Services Division 
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Assumptions/Fiscal Impact (Division I) 

• The first fiscal year both triggers may be met under current law is FY 2022, and if both 
triggers are met that fiscal year, the contingent income tax system becomes effective for 
TY 2023 and after.  However, in March 2021, the REC established an FY 2022 revenue 
estimate that does not achieve both triggers at the conclusion of that fiscal year.  Therefore, 
the current-law projection assumes FY 2023 will be the first year that both triggers are met 
and that the contingent income tax system will become effective for TY 2024 and after.   

• The Department of Revenue utilized the individual income tax micromodel to calculate the 
tax reduction associated with the change to the contingent income tax system for TY 2023.   
The fiscal impact was determined by comparing model results of tax liability under current 
law (existing individual income tax system for TY 2023) versus tax liability under the Bill 
(contingent income tax system for TY 2023).  Although removing the triggers only directly 
changes the tax system for one year (TY 2023), the change also has a projected impact in  
TY 2024 as taxpayers adjust for federal tax payments made and refunds received in  
TY 2024 that relate to TY 2023 and before.  The change also has an ongoing impact on 
income tax brackets as the brackets are established in the contingent system as specific 
income levels that are then indexed each tax year after the first implementation year.  
Implementing the contingent tax system one year earlier will mean that tax brackets are 
lower by one year’s worth of indexing for all future years.  The Department model estimates 
the TY 2023 change will reduce State individual income tax liability by the following 
amounts: 

• TY 2023 = $297.6 million 

• TY 2024 = $43.7 million 

• TY 2025 and after = $8.0 million per tax year 

• The tax year impacts are assumed to be distributed 52.0% to the fiscal year that ends during 
the tax year through reduced withholding and estimate payments, and 48.0% to the 
succeeding fiscal year through reduced withholding, estimate payments, payments with tax 
returns, and increased tax refunds.  Reductions by fiscal year: 

• FY 2023 = $154.6 million 

• FY 2024 = $160.2 million 

• FY 2025 = $30.1 million per tax year 

• Other changes made within the contingent income tax system (2018 Iowa Acts, chapter 
1161, sections 128 through 130) are projected to reduce FY 2024 corporate income tax 
liability by $17.9 million and bank franchise tax liability by $2.0 million.  

• The reduction in State income tax liability will reduce the amount raised by the local option 
income surtax for schools by 3.0% of State income tax reduction. 

 

 
Division II — Early Childhood and Child and Dependent Care Tax Credits 

Description and Background 
The Bill increases the maximum net income amount used in determining eligibility for the Early 
Childhood Development (ECD) and Child and Dependent Care (CDC) Tax Credits.  The 
maximum is increased from $45,000 to $90,000.  The change is retroactive to tax years 
beginning on or after January 1, 2021.   
 
The ECD is equal to 25.0% of the first $1,000 in early childhood development (preschool) 
expenses the taxpayer pays to others for each dependent aged three through five.    
 
The federal CDC Tax Credit is equal to up to 35.0% of eligible child care expenses for qualified 
children and dependents.  The Iowa CDC Tax Credit is calculated as a percentage of the 
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federal CDC Tax Credit.  The Iowa credit is refundable.  The Iowa CDC Tax Credit ranges from 
75.0% of the federal credit for taxpayers with net income of less than $10,000, to 30.0% for 
taxpayers with net income of $40,000 to $44,999.  The Iowa CDC Tax Credit is not available to 
taxpayers with net income of $45,000 or more.  The Bill increases the $45,000 income limit for 
the 30.0% tax credit to $90,000.   
 
Assumptions/Fiscal Impact (Division II) 

The number of taxpayers benefiting from the increase in the maximum net income amount for 
the CDC and ECD Tax Credits, as well as the tax credit value, was estimated by the 
Department of Revenue using the Department’s computer model of Iowa income tax returns.  
That model utilizes actual State and federal tax return data from TY 2019 to simulate tax returns 
filed for future tax years.  The model gives the Department the ability to change tax parameters 
and determine the estimated fiscal impact of those changes on tax liability and State General 
Fund revenue.   

Figure 1 

 
 

To convert tax year impacts to fiscal year impacts, the following timing assumptions are made: 

• Fiscal year 2021 ends June 30, 2021.  Given the retroactive application to TY 2021, 15.0% 
of the TY 2021 impact is assumed to fall in FY 2021 and 85.0% in FY 2022. 

• Impacts for tax year 2022 and after are assumed to fall 65.0% in the first fiscal year and 
35.0% in the second fiscal year.   
 

The changes to the Iowa CDC and ECD Tax Credits contained in the Bill are projected to 
reduce net General Fund revenue by the following amounts:  

• FY 2021 = $0.6 million 

• FY 2022 = $6.4 million 

• FY 2023 = $4.2 million 

• FY 2024 = $4.5 million 

• FY 2025 = $4.9 million 

• FY 2026 and after = $5.1 million 
 
As refundable tax credits, the changes do not impact the calculation of the local option income 
surtax for schools.  Expected implementation costs for the Department of Revenue are 
assumed to be minimal.  Given the expanded number of taxpayers projected to claim the 
credits, enforcement costs for the Department will increase.  
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Tax Credit
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Tax Credit

Tax Credit 

Total

TY 2021 24,530        171$        4,194,672$  1,555            68$           105,746$   26,085       165$         4,300,418$ 

TY 2022 24,082        171          4,117,953    1,488            69             102,674     25,570       165           4,220,627   

TY 2023 23,511        171          4,020,366    1,410            71             100,132     24,921       165           4,120,498   

TY 2024 25,710        180          4,627,775    1,765            70             123,562     27,475       173           4,751,337   

TY 2025 25,955        186          4,827,594    1,682            70             117,760     27,637       179           4,945,354   

TY 2026 26,947        190          5,120,000    1,806            72             130,000     28,753       183           5,250,000   

Resident Taxpayers Nonresident Taxpayers All Taxpayers

CDC and ECD Tax Credit Net Income Maximum Increase

Estimated Taxpayer Benefit by Tax Year
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Division III — COVID-19 Grant Tax Exemption 

Description and Background 
The Bill exempts the proceeds of grants received by a taxpayer from COVID-19 assistance 
programs administered by the Economic Development Authority (EDA), the Iowa Finance 
Authority (IFA), and the Department of Agriculture and Land Stewardship (DALS) from the State 
corporate and individual income tax.  The income exclusion provided in the Bill is repealed on 
January 1, 2024, and does not apply to tax years beginning on or after that date.  

Assumptions/Fiscal Impact (Division III) 

The exemption is expected to apply to 14 grant programs administered by the EDA and/or IFA 
and five grant programs administered by the DALS.  The Department of Revenue estimates that 
$307.8 million in COVID-19 assistance grants has been distributed through these grant 
programs.  Assumptions include: 

• A total of $114.9 million was distributed to tax-exempt entities, and a total of $192.9 million 
was distributed to entities subject to the individual or corporate income tax. 

• The average marginal income tax rate will be 5.3% for taxed entities. 

• The timing of tax return or amended tax return filing will result in 90.0% of the tax reduction 
occurring in FY 2021 and 10.0% occurring in FY 2022. 

 
The fiscal impact is estimated to be a reduction of $9.2 million in FY 2021 and $1.0 million in  
FY 2022. 
 

 
Division IV — Paycheck Protection Program Taxation 

Description 

The Bill expands an existing tax preference available for the income and deductions associated 
with a forgiven federal Paycheck Protection Program (PPP) loan to include taxpayers who 
received a PPP loan within the taxpayer’s 2019 tax year (TY).   
 
Existing Iowa law provides an income tax exemption and associated expense deduction for 
forgiven federal PPP loans for tax years beginning on or after January 1, 2020 (TY 2020).  This 
change extends the same benefit to taxpayers whose tax year is not the calendar year and who 
received PPP income in TY 2019.   
 
Assumption/Fiscal Impact (Division IV) 
The Department of Revenue estimates that Iowa businesses that do not have a tax year that 
coincides with a calendar year have a total of $107.8 million in net PPP income that will be 
subject to Iowa income tax under existing law.  The net PPP income amounts, average marginal 
tax rates, and income tax reductions assumptions are shown in Figure 2.  It is anticipated that 
taxpayers will file returns or amended returns for TY 2019 prior to the end of FY 2021.  
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Figure 2 

 
 

 
Division V — Inheritance Tax 

Description and Background 
Under current law, an inheritance received by a lineal ascendant or descendant of the deceased 
is exempt from the Iowa inheritance tax no matter the value of the estate or the amount 
inherited.  Tax rates from 5.0% to 15.0% may apply to inheritances that are not otherwise 
exempt under Iowa Code chapter 450.  Inheritance tax returns are generally due nine months 
after the death of the decedent.    
 
A gross total of $81.5 million in Iowa inheritance tax was deposited to the State General Fund in 
FY 2020.  Over the past six years, refunds of Iowa inheritance tax have averaged $2.4 million.  
Forecasted Iowa inheritance tax gross receipts for FY 2021 and FY 2022 equal $88.0 million 
and $91.3 million respectively.  Iowa inheritance tax refunds are not forecasted separately. 
 
The Bill phases out the inheritance tax rate in five stages by reducing the effective tax rate by 
20.0% per year over four years and then eliminating the tax on January 1, 2025 (for deaths 
occurring on or after that date).   
 

Assumptions/Fiscal Impact (Division V) 

The Department of Revenue analyzed a sample of 150 Iowa inheritance tax returns filed over 
the past five years to produce this estimate.  The tax involved with the future returns is assumed 
to reach the State General Fund nine months after the death of the decedent.   
 
The DOR estimates that a five-year phase out of the inheritance tax will reduce Iowa General 
Fund revenue by the following annual amounts: 

• FY 2021 = $0.5 million 

• FY 2022 = $15.1 million 

• FY 2023 = $34.1 million 

• FY 2024 = $54.5 million 

• FY 2025 = $76.6 million 

• FY 2026 = $99.7 million 

• FY 2027 = $107.4 million 

PPP Net Marginal Tax

Taxpayer Type Income Tax Rate Reduction

Nonprofits 19.7$       0.0% 0.0$         

C Corporations 43.2$       6.40% 2.8$         

S Corps & Partnerships 38.2$       5.58% 2.1$         

Individuals 6.7$         5.35% 0.4$         

107.8$     5.3$         

Paycheck Protection Program Tax Exemption

Projected General Fund Revenue Reduction

Dollars in Millions

https://www.legis.iowa.gov/docs/code/450.pdf
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State Administration Issues 
Division V of the Bill phases out and eliminates the State inheritance tax.  The Bill provides for 
the removal of inheritance tax references from the Iowa Code.  There are certain situations 
where the tax due under current law is deferred until a later date.  While the Department of 
Revenue states that the authority to collect the deferred inheritance tax likely will still exist 
without the inheritance tax remaining in the Iowa Code, the Department recommends that the 
authority to collect deferred inheritance taxes specifically remain as part of the Iowa Code until 
all deferred taxes have been paid.  
 

 
Division VI — Real Estate Transfer Tax to Housing Trust Fund 

Description and Background 
Iowa imposes a Real Estate Transfer Tax at a rate of $0.80 for every $500 of the price paid for 
the property when real property is sold or otherwise transferred.  The first $500 of property is 
exempt.  A list of exempt transfers is provided in Iowa Code section 428A.2.  The tax is paid to 
the county.  The county retains 17.25% of the tax and remits the remaining 82.75% to the State.  
Under current law, the State portion is deposited to three funds: 

• 30.0% to the Housing Trust Fund, subject to a maximum fiscal year deposit of $3.0 million.  

• 5.0% to the Shelter Assistance Fund. 

• The remainder to the State General Fund.    
 
The Bill raises the Housing Trust Fund maximum to $7.0 million per fiscal year, beginning with 
FY 2022. 

Assumptions/Fiscal Impact (Division VI) 

• The FY 2020 State portion of the Real Estate Transfer Tax totaled $24.5 million.  Of that 
amount, the Housing Trust Fund received $3.0 million, the Shelter Assistance Fund received 
$1.2 million, and the State General Fund received $20.3 million.   

• State Real Estate Transfer tax receipts are assumed to exceed $23.3 million for FY 2022 
and succeeding fiscal years; therefore, it is assumed that the Housing Trust Fund will 
receive the full $7.0 million allocation each year, reducing General Fund revenue by  
$4.0 million per year beginning in FY 2022.    

 

 
Division VII — High Quality Jobs Program Day Care Centers 
 
Description 

The Bill amends the eligibility requirements under the High Quality Jobs Program to allow the 
Economic Development Authority (EDA) to consider whether a proposed project will provide a 
licensed child care facility for use by the business’s employees.   
 
Assumptions (Division VII) 

Allowing the EDA to consider the inclusion of a licensed child care facility when determining the 
eligibility of a business for economic assistance under the High Quality Jobs Program is not 
projected to have a significant fiscal impact beyond what is assumed for the High Quality Jobs 
Program in general. 
 

 
 
 
 

https://www.legis.iowa.gov/docs/code/428a.pdf
https://www.legis.iowa.gov/docs/code/428a.2.pdf
https://www.legis.iowa.gov/docs/code/16.181.pdf
https://www.legis.iowa.gov/docs/code/16.41.pdf
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Division VIII — Telehealth Parity  
 
Description and Background 
The Bill requires Iowa health carriers to reimburse health care professionals or facilities for 
health care services for mental health conditions, illnesses, injuries, or diseases provided to a 
covered person by telehealth on the same basis and at the same rate as the health carrier 
would apply to the same mental health care services provided to a covered person by the health 
care professional or facility in person.  This requirement would become effective upon 
enactment, and is retroactive to January 1, 2021. 
 
Between 2018 and 2019, the number of telehealth visits increased by more than 460.0% for 
persons covered by a State of Iowa health plan, and the number increased in 2020 by more 
than 4,800.0% across all conditions.  In 2020, the number of telehealth visits increased by 
6,000.0% for mental health-related conditions.  The average amount paid in 2019 for mental 
health-related services provided via telehealth was approximately $80 per visit.  In 2020, this 
increased to about $138, owing to the following three changes: 
• As telehealth became much more common/preferred in 2020 (likely due to the COVID-19 

pandemic), the mix of services changed and more costly services that had previously only 
been done in person were performed via telehealth. 

• Carriers (and self-funded plans, like the State of Iowa Plan) agreed to reimburse telehealth 
services at parity with in-person alternatives. 

• Carriers (and self-funded plans, like the State of Iowa Plan) covered member cost sharing 
related to services received by telehealth. 

 
Assumptions (Division VIII) 

• In FY 2021 and beyond, the telehealth utilization trend for individuals with coverage will align 
more closely with utilization of in-person office visits. 

• Based on current utilization trends, the utilization of telehealth services for mental health-
related conditions for State of Iowa Plan members will be roughly 1,425 visits each week. 

• Telehealth parity will increase the per visit cost as carriers, including the State of Iowa Plan, 
are required to match the costs associated with in-person services. 

• The amount paid by the State of Iowa Plan will be roughly $128 per visit. 

• To pay at parity for mental health services delivered through telehealth, instead of at 75.0% 
of the in-person rate, the additional cost per visit will be $34.50. 

 

Fiscal Impact — Telehealth 

The estimated cost increase to the State of Iowa Plan for reimbursing health care professionals 
and facilities for mental health services delivered via telehealth is estimated to be $2.6 million 
for the first year of implementation.  As health care costs increase and utilization patterns 
change, additional costs are expected in subsequent fiscal years. 
 
Telehealth Claims Paid Through Medicaid 
Currently, there is no available data on telehealth claims paid through Medicaid.  However, 
Medicaid currently pays Area Education Agencies (AEAs) and local education agencies (LEAs) 
for behavioral health services identified in a student’s Individualized Education Plan; 
subsequently, the AEAs and LEAs return the State portion of the payment to Iowa Medicaid 
Enterprise for those services.  The fiscal impact of telehealth parity cannot be determined at this 
time for these cases as schools, AEAs, and LEAs maintain the authority to negotiate how 
services are to be reimbursed. 
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Division IX — Economic Development Authority Annual Tax Credit Limits 
 
Description and Background 

The Bill reduces the maximum amounts of annual tax credits that the Economic Development 
Authority (EDA) may issue in a year for the High Quality Jobs Program and the Renewable 
Chemical Production Tax Credit Program.  The changes are effective upon enactment and 
apply to annual tax credit limits for FY 2022 and after. 
 
The annual tax credit limit for the High Quality Jobs Program is established in Iowa Code 
section 15.119.  The tax credit cap has varied over time, with the FY 2016 through FY 2020 cap 
averaging $107.0 million.  Over those five fiscal years, tax incentives awarded through the High 
Quality Jobs Program have averaged $53.9 million per year.  The Bill lowers the annual cap to 
$70.0 million.  The Program has not awarded more than $70.0 million since FY 2016 and based 
on this history, it is assumed that the $70.0 million cap will not reduce the amount of credits 
awarded.   
 
The Renewable Chemical Production Tax Credit Program was first available in FY 2017.  The 
annual cap is $10.0 million.  Since inception, the Program has awarded a total of $3.3 million in 
tax credits, with FY 2020 being the highest award year at $1.3 million.  The Bill lowers the cap 
for this Program to no more than $5.0 million in tax credits per year, but it is assumed that the 
new cap will not reduce the amount of credits awarded.   
 

 
Division X — High Quality Jobs Program Eligibility Requirements 
 
Description  

The Bill allows award recipients to benefit from, or to continue to benefit from, High Quality Jobs 
Program incentives in certain instances where current law may cause awarded benefits to not 
be available or to be rescinded.  The Bill allows the EDA to ignore an applicant’s reduction in 
operations if the reduction occurred after March 1, 2020, and was caused by COVID-19.  The 
change is effective through June 30, 2022.   
 
Assumption/Fiscal Impact (Division X)  
The temporary, permissive business qualification language is assumed to not have a direct 
impact on State revenue or expenditures.  
 

 
Division XI — Manufacturing 4.0 
 
Description  

The Bill creates a Manufacturing 4.0 Technology Investment Program to be administered by the 
EDA.  Manufacturing 4.0 technology investments are defined as projects intended to lead to the 
adoption and integration of smart technologies into existing manufacturing operations.  The 
purpose of the new financial assistance program is to mitigate the risk to manufacturers that 
might occur through significant technology investments.   A fund is created for the Program, and 
the fund may be administered by the EDA as a revolving fund.  The Bill allows the new fund to 
receive appropriations, but no appropriation is provided in the Bill.  Financial assistance to a 
qualified manufacturing business is limited to no more than $75,000.  Eligible manufacturing 
businesses must: 

• Manufacture goods at a facility in Iowa. 

• Be classified as a manufacturer. 

https://www.legis.iowa.gov/docs/code/15.119.pdf
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• Have existed as a business for at least three years prior to the application for financial 
assistance. 

• Derive a minimum of 51.0% of the manufacturer’s overall revenue from the sale of 
manufactured goods. 

• Employ a minimum of three and a maximum of 75 full-time employees. 

• Have an assessment of the proposed investment completed by the Center for Industrial 
Research at Iowa State University. 

• Provide matching financial support. 
 
Assumption/Fiscal Impact (Division XI)  

The Bill does not provide any new funding source for the Manufacturing 4.0 Technology 
Investment Program created in the Bill.  The Bill states that the new Program may be funded by 
any moneys appropriated for the purpose by the General Assembly and “any other moneys that 
are lawfully available to the Authority.”  The Bill does not provide any funding for administration 
of the new Program.  
 

 
Division XII — Alternate Energy Revolving Loan Fund  
 
Description 

The Bill ends funding for the Alternate Energy Revolving Loan Fund and transfers the ending 
balance in that Fund as well as any future loan repayments to a new Energy Infrastructure 
Revolving Loan Program.  This change is effective beginning FY 2022.  The Alternate Energy 
Revolving Loan Fund is created in Iowa Code section 476.46, and the Fund is administered by 
the Iowa Energy Center (Iowa Code section 15.120).     
 
Assumptions/Fiscal Impact (Division XII) 

• The balance in the Alternate Energy Revolving Loan Fund at the conclusion of FY 2021 is 
projected to be $14.4 million.   

• Future loan repayments that are due to the Alternate Energy Revolving Loan Fund in  
FY 2022 and after are estimated to total $3.3 million.  

• Administrative costs will be covered by the new Fund.  The EDA is allowed to use up to 
5.0% of the moneys in the Disaster Recovery Housing Assistance Fund to administer the 
new programs created in the Bill.    

 
The requirement to transfer moneys from the Alternate Energy Revolving Loan Fund will result 
in the projected deposit of $17.7 million in ending balance and future loan repayments to the 
Energy Infrastructure Revolving Loan Program that is created in the Bill. 
 
Division XII creates a new Energy Infrastructure Revolving Loan Fund and associated Program.  
The Bill assigns the new Fund and Program to the Iowa Energy Center, created in Iowa Code 
section 15.120.  Under current law, the Iowa Code authority for the Iowa Energy Center is 
repealed July 1, 2022, one year after the new Fund and Program are created. 
 

 
Division XIII Workforce Housing Tax Credits 
 
Description 

The Bill increases the maximum amount of tax credits allowed under the Workforce Housing 
Tax Incentives Program and also increases the set-aside amount reserved for small cities.  

https://www.legis.iowa.gov/docs/code/476.46.pdf
https://www.legis.iowa.gov/docs/code/15.120.pdf
https://www.legis.iowa.gov/docs/code/15.120.pdf
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Currently, the Program is limited to $25.0 million per year, and the small city set-aside is 
$10.0 million.  The Bill increases the tax credit maximum to $40.0 million for FY 2022, and 
$35.0 million for FY 2023 and after.  The small city set-aside is increased to $12.0 million for  
FY 2022, and $17.5 million for FY 2023 and after.   
 
Assumptions/Fiscal Impact (Division XIII) 

• The fiscal impact of increasing the annual tax credit limits for the Workforce Housing Tax 
Incentive Program by $15.0 million for FY 2022 and $10.0 million for FY 2023 and after was 
estimated by the Department of Revenue utilizing historical patterns of tax credit awards and 
tax credit redemptions over the history of the Program.   

• The changes to the allocation of a portion of the total annual cap to small cities is assumed 
to be included within the fiscal impact of raising the Program cap. 

 
Increasing the annual tax credit limit for the Workforce Housing Tax Incentives Program is 
projected to reduce General Fund revenue by the following amounts: 

• FY 2022 = $5.3 million 

• FY 2023 = $9.0 million 

• FY 2024 = $10.4 million 

• FY 2025 and after = $10.0 million 
 

 
Division XIV — Redevelopment Tax Credit 

Description 

The Redevelopment Tax Credit (brownfields and grayfields) Program expires under current law 
at the end of FY 2021.  The Bill extends the Program 10 years, to June 30, 2031, and 
establishes an annual aggregate maximum credit level of $15.0 million, beginning FY 2022.  
The Bill also allows the amount of Redevelopment Tax Credits that were revoked or were 
otherwise never awarded over the previous five years to be added to the annual maximum 
credit cap for the Program in a future year.  The changes are effective upon enactment.   
 
Assumptions/Fiscal Impact (Division XIV) 

• The 10-year extension of the Redevelopment Tax Credit Program is assumed to result in an 
additional $15.0 million in annual awards for FY 2022 through FY 2031.     

• The amount of tax credits revoked or otherwise not awarded over the past five years is 
estimated by the EDA to equal $5.0 million.  Under the Bill, this additional amount may be 
issued above the annual tax credit limit in FY 2022 and after.  It is assumed that an 
additional $2.0 million will be awarded in FY 2023 and in FY 2024 and $1.0 million will be 
awarded in FY 2025 as a result of this provision.     

• Tax credits awarded in a fiscal year are assumed to be redeemed on the following schedule: 

• Fiscal year of award = 0.0% 

• Second fiscal year = 5.0% 

• Third fiscal year = 15.0% 

• Fourth through seventh fiscal year = 20.0% 
 
Extending and increasing the annual tax credit limit for the Redevelopment Credit is projected to 
reduce General Fund revenue by the following amounts: 

• FY 2022 = $0.9 million 

• FY 2023 = $3.4 million 

• FY 2024 = $6.8 million 

• FY 2025 = $10.0 million 
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• FY 2026 = $13.0 million 

• FY 2027 = $16.0 million 
 

 
Division XV — Downtown Loan Guarantee Program 

Description 

The Bill creates a new Downtown Loan Guarantee Program to be administered by the EDA in 
partnership with the IFA.  The Program may guarantee qualified loans up to 50.0% of the 
amount of the loan, subject to a maximum guarantee of $250,000.  A loan may be guaranteed 
for up to 10 years, including extensions.  To qualify, the guaranteed loan must meet specified 
conditions, including but not limited to:   

• The loan finances: 

• An eligible Downtown Resource Center Community Catalyst Building Remediation Grant 
project, or 

• A Main Street Iowa Challenge Grant within a designated district. 

• The loan finances a rehabilitation project. 

• The project includes a housing component. 

• The loan is used for construction and/or permanent financing of the project.   

• A federally-insured financial institution issued the loan. 

• The project meets Downtown Resource Center and Main Street Iowa design review. 
 
Assumptions/Fiscal Impact (Division XV) 

The Bill does not provide any new funding source for the Downtown Loan Guarantee Program 
created in the Bill.  The Bill states that the new Program may be funded by any moneys 
appropriated for the purpose by the General Assembly and “any other moneys that are lawfully 
available to the Economic Development Authority.”  The Bill does not provide funding for 
administration of the new Program. 
 

 
Division XVI — Disaster Recovery Housing Assistance Program and Fund 
 
Description 

The Bill creates a new Disaster Recovery Housing Assistance Program and Disaster Recovery 
Housing Assistance Fund for the development and operation of a forgivable loan and grant 
program for homeowners and renters with disaster-affected homes, and for an eviction 
prevention program.  The new programs may be financed through the transfer of unobligated 
moneys available in the Senior Living Revolving Loan Program Fund, the Home and 
Community-Based Services Revolving Loan Program Fund, the Transitional Housing Revolving 
Loan Program Fund, and the Community Housing and Services for Persons with Disabilities 
Revolving Loan Program Fund.  All four listed funds are under the control of the IFA.  In 
addition, the Bill grants, with the written consent and approval of the Governor, the authority to 
transfer any unobligated moneys in any IFA or EDA fund created in Iowa Code section 
16.5(1)(s) or 15.106A(1)(o).  This Division of the Bill is effective upon enactment.             
 
Assumptions/Fiscal Impact (Division XVI) 
The language allowing the transfer of unobligated balances from IFA and EDA funds is 
permissive.  The unobligated balances in the listed IFA and EDA funds are not known.  
 

https://www.legis.iowa.gov/docs/code/15.231.pdf
https://www.legis.iowa.gov/docs/code/16.46.pdf
https://www.legis.iowa.gov/docs/code/16.47.pdf
https://www.legis.iowa.gov/docs/code/16.47.pdf
https://www.legis.iowa.gov/docs/code/16.48.pdf
https://www.legis.iowa.gov/docs/code/16.48.pdf
https://www.legis.iowa.gov/docs/code/16.49.pdf
https://www.legis.iowa.gov/docs/code/16.49.pdf
https://www.legis.iowa.gov/docs/code/16.5.pdf
https://www.legis.iowa.gov/docs/code/15.106A.pdf
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Administrative costs will be covered by the new Fund.  The EDA is allowed to use up to 5.0% of 
the moneys in the Disaster Recovery Housing Assistance Fund to administer the new programs 
created in the Bill.   
 

 
Divisions XVII and XVIII — Bonus Depreciation and Interest Deduction 

Description and Background 

Under traditional tax accounting, when a business purchases equipment and other capital 
assets that have a long expected useful life, the expense deduction associated with the 
purchases are spread (deducted) for tax purposes over the useful life of the asset.  An item 
purchased with a 20-year useful life may be recorded as a business expense in 20 equal 
installments spanning 20 tax years.  However, current federal law allows taxpayers to 
immediately deduct a higher portion of the asset cost in the year of purchase.  This accelerated 
deduction is commonly referred to as bonus depreciation.  Bonus depreciation reduces 
business taxable income in the initial year by increasing allowed business expenses.  Bonus 
depreciation then increases taxable income in succeeding years as the business has a lower 
expense level to deduct due to their use of bonus depreciation in the initial year. 

Federal bonus depreciation is currently available at 100.0% of the asset cost, meaning that for 
qualifying purchases, the entire cost can be deducted in the year of purchase.  This percentage 
is scheduled to phase down to 20.0% by tax year 2026 and then be eliminated for tax year 
2027.   

Division XVII of the Bill couples Iowa tax law with federal bonus depreciation for qualified 
equipment and other capital assets purchased on or after January 1, 2021.  The change does 
not allow bonus depreciation for State tax purposes for purchases made prior to January 1, 
2021.   

Current Iowa Code section 422.7(60) decouples Iowa tax law with a federal provision that limits 
the amount of interest certain companies can claim as a business expense deduction.  This 
decoupling means that for Iowa tax purposes, the interest deduction is not limited.  However, 
under the provisions of the current bonus depreciation decoupling language, the State tax 
benefit of interest decoupling is only available for tax years in which Iowa does not allow 
businesses to use bonus depreciation.     

Division XVIII decouples Iowa tax law with the federal interest limitation.  The result of Divisions 
XVII and XVIII combined will be to allow business taxpayers to begin to benefit from bonus 
depreciation (starting January 1, 2021), while not being subject to the federal interest deduction 
limitation.   
 
Assumptions/Fiscal Impact (Divisions XVII and XVIII) 

The estimated fiscal impacts of these divisions were calculated by the Department of Revenue 
based on national estimates published by the Joint Committee on Taxation.  The Department 
estimates assume that 90.0% of the bonus depreciation and interest deduction impacts will 
result in changes to corporate income tax liability and 10.0% will result in changes to individual 
income tax liability.     

The Department analysis concludes that the changes to bonus depreciation will initially result in 
State General Fund revenue decreases, followed by State General Fund revenue increases 
beginning with FY 2027.   

Coupling with federal bonus depreciation while simultaneously decoupling with the federal 
interest deduction limitation is projected to decrease (-) and increase (+) General Fund revenue 
by the following amounts: 

https://www.legis.iowa.gov/docs/code/422.7.pdf
https://www.jct.gov/publications/2017/jcx-67-17/
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• FY 2022 = $-28.9 million 

• FY 2023 = $-20.9 million 

• FY 2024 = $-14.8 million 

• FY 2025 = $-7.7 million 

• FY 2026 = $-2.0 million 

• FY 2027 = $+9.0 million 
 

 
Division XIX — Beginning Farmer Tax Credit 

Description 
The Beginning Farmer Tax Credit Program provides tax incentives to owners of agricultural 
assets who enter into leases or other agricultural contracts with qualified beginning farmers.  
The current tax credit is equal to 5.0% of qualified cash rent payments or 15.0% of the market 
price of the commodity produced on the land subject to the lease.  The owner of the agricultural 
asset(s) subject to a qualified agreement receives the benefit of the tax credit.     
 
A farmer qualifies as a beginning farmer by meeting all of the following criteria: 

• Is a resident of Iowa. 

• Has sufficient education, training, or experience in farming. 

• Has access to adequate working capital and production items. 

• Will materially and substantially participate in farming.   

• Does not own more than a 10.0% ownership interest in an agricultural asset included in the 
agreement with the taxpayer. 

 
The Program is subject to a maximum award amount (cap) of $12.0 million per calendar year.  
Tax credits awarded under the Program totaled $6.4 million for CY 2019 and $6.5 million for  
CY 2020.  The highest total for a year was CY 2017 at $9.6 million.  The full award history is 
provided in Figure 3.     

Figure 3 

 
 
The Bill expands the existing Beginning Farmer Tax Credit Program.  The Bill: 

• Specifies that an agricultural asset subject to a qualified agreement may include an 
agricultural improvement (building). 

• Removes a requirement that a qualified lease must include agricultural land.  

• Increases the current 10-year maximum that a taxpayer may participate in the Program to 
15 years. 
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• Allows a taxpayer to participate in the Program through multiple agreements and with more 
than one qualified beginning farmer. 

• Allows agreements to be renewed more than once. 

• Changes a current $50,000 per year limit on the annual amount of tax credits a single 
taxpayer may earn to a $50,000 per year, per agreement limit. 

 
Assumptions/Fiscal Impact (Division XIX) 
Although the Beginning Farmer Tax Credit Program has an annual cap of $12.0 million, the 
Program does not have sufficient demand under current law to fully utilize that cap.  Utilization 
over the past three years has averaged $6.3 million, and the highest recent utilization was 
CY 2020 at $6.5 million.  Therefore, it is assumed that under current law the tax credit award 
demand for future years will equal $6.5 million per year. 
 
The changes provided in the Bill remove participation restrictions and expand the types of 
agricultural assets that may be the subject of agreements.  It is assumed for this projection that 
the Program expansions will increase awards by $2.5 million, to a total of $9.0 million per 
calendar year.     
 
The credits are not refundable or transferable, but unused credits may be carried forward for up 
to 10 tax years.  For reasons particular to each taxpayer, some earned tax credits are never 
redeemed on a tax return.  Based on the history of tax credit redemptions under this Program, 
the following tax credit redemption pattern is assumed: 

• Year of award = 0.0% 

• First tax year after award = 28.0% 

• Second tax year = 15.0% 

• Third through sixth tax year = 7.0% 

• Tax credits that expire unused = 29.0% 
 
This Division of the Bill takes effect January 1, 2022 
 
Expanding the Beginning Farmer Tax Credit program is projected to reduce General Fund 
revenue by the following amounts: 

• FY 2023 = $0.7 million 

• FY 2024 = $1.1 million 

• FY 2025 = $1.3 million 

• FY 2026 = $1.4 million 

• FY 2027 = $1.6 million 

• FY 2028 and after = $1.8 million 
 

 
Division XX — Promotional Play Gambling Tax 

Description and Background 

The Bill amends the definition of adjusted gross receipts (AGR) to include all promotional play 
receipts on gambling games from the beginning of FY 2022 to the end of FY 2026.  During this 
time period, the Bill imposes a new graduated tax rate on promotional play receipts by 
multiplying an adjusted percentage by the State wagering tax applicable to the licensed gaming 
entity, with a complete phaseout of the tax on promotional play receipts by July 1, 2026  
(FY 2027). 
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Iowa Code section 99F.1 defines promotional play receipts as the total sums wagered on 
gambling games with tokens, chips, electronic credits, or other forms of cashless wagering 
provided by the licensee without an exchange of money.  From FY 2017 to FY 2019, total 
promotional play receipts (both taxed and exempt from taxation after the $25.8 million tax 
receipts threshold was met) comprised 8.4% of all AGR for Iowa casinos.  In FY 2020, total 
promotional play was at its lowest ($94.5 million and 8.1% of all AGR for Iowa casinos) due to 
the two-month casino closures as a result of the COVID-19 pandemic.   
 
The Bill also removes promotional play receipts from the definition of sports wagering net 
receipts.  The Bill provides that promotional play receipts on sports wagering are included in the 
total annual purses for all horse racing. 
 
Current gambling revenues are taxed by the State based on AGR from gambling games.  Under 
current law, AGR includes promotional play receipts until the date in any fiscal year that the 
wagering tax on promotional play receipts exceeds $25.8 million. 
 
The first $1.0 million in AGR is taxed at a rate of 5.0%, and the next $2.0 million in AGR is taxed 
at a rate of 10.0%.  The tax rate imposed on AGR that exceed the first $3.0 million is calculated 
on an individual fiscal year basis as follows: 

• Licensees of a gambling entity with a racetrack enclosure claiming AGR of $100.0 million or 
more are taxed at a rate of 24.0%. 

• All other licensees (those without a racetrack enclosure or claiming less than $100.0 million 
in AGR) are taxed at a rate of 22.0%. 

 
There are currently 19 State-licensed gambling entities operating in Iowa.  Of these 19 entities, 
two are taxed at 24.0% and 17 are taxed at 22.0%. 
 
Iowa Code section 8.57(5) distributes the majority of the State wagering tax to several State 
funds in a prioritized order (Figure 4).  The first $139.8 million is allocated to the first five funds. 
State wagering taxes that are in excess of $139.8 million are deposited into the Rebuild Iowa 
Infrastructure Fund (RIIF). 

 
Figure 4 

Distribution of State Wagering Taxes  
(Dollars in Millions) 

 

 
 

In addition to the allocation of State wagering taxes discussed above, Iowa Code section 
99F.11(3) allocates a portion of State wagering taxes as follows (Figure 5): 

• 0.5% of AGR tax to the county where a casino is located. 

• 0.5% of AGR tax to the city where a casino is located. 

https://www.legis.iowa.gov/docs/code/99F.1.pdf
https://www.legis.iowa.gov/docs/code/8.57.pdf
https://www.legis.iowa.gov/docs/code/99f.11.pdf
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• 0.8% of AGR tax to the County Endowment Fund.  The proceeds of this Fund are distributed 
equally to counties that do not have a licensed casino for funding charitable organizations. 

• 0.2% of AGR tax for several specified purposes:  Of the amount collected, the first $520,000 
is allocated to the Department of Cultural Affairs (DCA) for cultural grants and operations.  
Of the amount remaining, 50.0% is allocated to the Iowa Economic Development Authority 
(IEDA) for tourism marketing, and the other 50.0% is allocated to the RIIF.  The wagering 
taxes allocated to the DCA and IEDA are first deposited into the General Fund before being 
appropriated back to those departments. 

 
Figure 5 

Allocation of State Wagering Taxes 
(Dollars in Millions) 

 
 
Iowa Code section 99F.5 requires an operating agreement between a licensee of a gambling 
entity and a Qualified Sponsoring Organization (QSO), which is organized as a nonprofit 
corporation.  The statute requires that the agreement provide for a minimum distribution of funds 
for educational, civic, public, charitable, patriotic, or religious uses that averages at least 3.0% of 
the AGR per year.  The terms of the agreements between the operators and the QSOs 
throughout the State will vary. 
 
The State taxes all sports wagering net receipts, including promotional play, at 6.75%.  The tax 
receipts are deposited into the Sports Wagering Receipts Fund and are estimated to total  
$3.2 million in FY 2021.  The proceeds of the Sports Wagering Receipts Fund are available for 
appropriation by the General Assembly.  For FY 2021, the General Assembly appropriated  
$1.5 million from the Fund to the Department of Public Health for gambling and substance-
related disorder treatment. 

Assumptions/Fiscal Impact for Promotional Play on Wagering Taxes (Division XX) 

• Annual AGR for FY 2021 and FY 2022 will total $1.446 billion and are based on the State 
wagering tax estimates established by the Revenue Estimating Conference (REC) in March 
2021.  Total AGR, including promotional play receipts, totaled $1.163 billion in FY 2020.  
Adjusted gross receipts are projected to increase by 0.5% per year from FY 2022 to FY 
2027. 

• It is assumed that taxed promotional play receipts will average approximately 8.2% of AGR 
for FY 2021 through FY 2027. 

• Under current law, the State will continue to collect State wagering taxes on promotional 
play receipts at the statutory maximum of $25.8 million annually. 

• The base tax rate on promotional play receipts will be 22.0% for the projected years and will 
be reduced by the adjusted percentage specified as follows: 

• FY 2022:  16.7% (83.3% of the base tax rate) 

• FY 2023:  33.3% (66.7% of the base tax rate) 

• FY 2024:  50.0% (50.0% of the base tax rate) 

• FY 2025:  66.7% (33.3% of the base tax rate) 

Actual 

FY 2019

Actual 

FY 2020

Estimated 

FY 2021

Estimated 

FY 2022

Cities and Counties 14.6$        11.6$        14.5$        14.3$        

County Endowment Fund 11.7 9.3 11.6 11.4

Cultural Grants and Tourism 1.7 1.4 1.7 1.7

Rebuild Iowa Infrastructure Fund 1.2 1.2 1.2 1.1

Total 29.1$        23.5$        28.9$        28.5$        

Note:  Numbers totals may sum incorrectly due to rounding. 

https://www.legis.iowa.gov/docs/code/99F.5.pdf
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• FY 2026:  83.3% (16.7% of the base tax rate) 

• FY 2027:  No tax on promotional play 
 
The phaseout of the tax on promotional play receipts as proposed in the Bill would result in an 
estimated reduction in State wagering taxes beginning in FY 2022 of $4.3 million and increasing 
to $25.8 million by FY 2027.  Table 6 shows the estimated revenue reduction by fiscal year to 
State programs and cities and counties with domiciled casinos.  

Figure 6 
Estimated State Wagering Tax 

 

 
Assumptions/Fiscal Impact for Promotional Play on Sports Wagering (Division XX) 

• The sports wagering tax rate of 6.75% applies to sports wagering promotional play.  

• The sports wagering promotional play receipts as of January 24, 2021, total $8.0 million.  

When annualized for FY 2021, sports wagering promotional play receipts are estimated 

to be $13.7 million.  The tax amount collected on sports wagering promotional play 

receipts for FY 2021 is estimated to be approximately $925,000. 

• Sports wagering promotional play receipts on sports wagering are estimated to grow at 

an annual rate of 3.0% from FY 2022 to FY 2025. 

The Bill is estimated to reduce tax revenue to the Sports Wagering Receipts Fund by the 
following amounts: 
 
 
 
 
 

FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Current Law Estimated Receipts

RIIF 148.8$      150.3$      151.8$      153.3$      154.8$      156.3$      

County Endowment Fund 11.6 11.6 11.7 11.7 11.8 11.9

0.2% AGR - IEDA & DCA 1.7 1.7 1.7 1.7 1.7 1.7

0.2% AGR - RIIF 1.2 1.2 1.2 1.2 1.2 1.2

Cities and Counties 14.5 14.5 14.6 14.7 14.8 14.8

Total 177.7$      179.4$      181.0$      182.6$      184.3$      185.9$      

Estimated Receipts after the Bill

RIIF 144.9$      142.5$      140.0$      137.6$      135.2$      132.8$      

County Endowment Fund 11.4 11.3 11.2 11.1 11.0 10.9

0.2% AGR - IEDA & DCA 1.7 1.7 1.7 1.7 1.6 1.6

0.2% AGR - RIIF 1.2 1.2 1.1 1.1 1.1 1.1

Cities and Counties 14.3 14.1 14.0 13.9 13.8 13.7

Total 173.4$      170.8$      168.1$      165.4$      162.8$      160.1$      

Estimated Revenue Reduction

RIIF 3.9$        7.8$        11.7$       15.6$       19.6$       23.5$       

County Endowment Fund 0.2 0.3 0.5 0.6 0.8 0.9

0.2% AGR - IEDA & DCA 0.0 0.0 0.1 0.1 0.1 0.1

0.2% AGR - RIIF 0.0 0.0 0.1 0.1 0.1 0.1

Cities and Counties 0.2 0.4 0.6 0.8 1.0 1.2

Total Revenue Reduction 4.3$         8.6$         12.9$        17.2$        21.5$        25.8$        
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Figure 7 
Estimated Sports Wagering Tax 

 
 

 
Division XXI — Targeted Jobs Withholding Pilot Project 

Description and Background 
The Targeted Jobs Withholding Tax Credit was created in 2006 as an economic incentive tool 
available in a small number of cities for a limited time.  The availability of the credit has been 
extended several times.  The incentive tool is funded through individual income tax withholding.  
Instead of remitting income tax withholding from certain employees to the State General Fund, 
the employer forwards the withholding tax to the city to be used to finance a project related to 
the employer pursuant to an agreement between the employer and the pilot project city.  Under 
current law, the authority for employers and pilot project cities to enter into new agreements 
expires June 30, 2021.  The Bill extends the agreement authority by five years, to June 30, 
2026.          

Assumptions/Fiscal Impact (Division XXI) 

• Based on historical award data, it is estimated that $4.0 million will be awarded each year 
for FY 2022 through FY 2026.   

• Based on historical claim data, the credit redemption pattern, in the form of retained 
withholding tax from employee paychecks, will be: 

• Fiscal year of award = 3.0% 

• Second fiscal year = 5.0% 

• Third through eleventh fiscal year = 8.0% per year. 

• Awarded credits that are never redeemed = 20.0%.  
 
Extending the Targeted Jobs Withholding Pilot Project by three additional years is projected to 
reduce General Fund revenue by the following amounts: 

• FY 2022 = $0.1 million 

• FY 2023 = $0.3 million 

• FY 2024 = $0.6 million 

• FY 2025 = $0.8 million 

• FY 2026 = $1.0 million 

• FY 2027 = $1.0 million 
 

 
Division XXII — Food Bank Sales Tax Exemption 
 
Description 

Exempts from the sales tax and use tax the purchase price from the sale or rental of tangible 
personal property or services furnished to a nonprofit food bank if the property or services are to 

 Current Law  Proposed  Change 

FY 2022 14.1$              13.2$              -1.0$              

FY 2023 14.5 13.6 -1.0

FY 2024 15.0 14.0 -1.0

FY 2025 15.4 14.4 -1.0

FY 2026 15.9 14.8 -1.1

FY 2027 16.4 15.3 -1.1

https://www.legis.iowa.gov/docs/code/403.19a.pdf
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be used by the nonprofit food bank for a charitable purpose.  The exemption does not include 
specified digital products. 
 
Assumptions/Fiscal Impact (Division XXII) 

• Of the six major food banks that serve Iowa, two would not be included in this new 
exemption.  One is based in Omaha (Food Bank for the Heartland) and is assumed to not 
make significant purchases subject to Iowa sales/use tax.  Another (Hawkeye Area 
Community Action Program) already qualifies for a sales/use tax exemption as a community 
action agency under Iowa Code section 423.3(79). 

• From information provided by the Iowa Food Bank Association, it is estimated that FY 2019 
purchases that would qualify for the sales/use tax exemption totaled $3.1 million.   

• An estimated 57 additional smaller food banks and food pantries will qualify under the Bill.  
These entities are estimated to represent 5.0% of total purchases of all qualifying entries. 

• Growth trends in future fiscal years are based on Consumer Price Index Urban (CPI-U) 
average estimated increases of 2.34% from FY 2019 to FY 2026. 

• The proposed sales tax exemption applies to the State sales/use tax.  The exemption also 
applies to the one percent sales tax that is dedicated to school infrastructure through the 
Secure an Advanced Vision for Education (SAVE) Fund and to the local option sales tax 
(LOST).     

The new tax exemption for food banks is projected to reduce General Fund revenue by  
$0.2 million per year, beginning FY 2022.  The exemption is also projected to reduce annual 
SAVE and LOST revenues by a combined $70,000.   
 

 
Division XXIII — Volunteer Firefighter, EMS, and Reserve Peace Officer Tax Credits 

Description and Background 

Iowa currently offers an annual $100 nonrefundable individual income tax credit for qualified 
volunteer firefighters, emergency medical services personnel, and reserve peace officers.  The 
Bill increases the maximum tax credit to $250.  The change is retroactive to January 1, 2021.     
 
Assumptions/Fiscal Impact (Division XXIII) 
• For tax year 2019, 13,000 individuals claimed this tax credit.  It is assumed this same 

number will claim the credit for future tax years. 
• The tax credit is not refundable.  It is assumed that the average increase in benefit to the 

taxpayer will equal 96.0% of the $150 tax credit increase ($144).   
• The combination of the two assumptions results in a $1.9 million increase in the annual 

benefit to taxpayers and a State General Fund revenue reduction of the same amount. 
 
Increasing the individual income tax credit for qualified volunteer firefighters, emergency 
medical services personnel, and reserve peace officers is projected to reduce General Fund 
revenue by $1.9 million per year, beginning FY 2022.   
 

 
Division XXIV — Individual Income Tax Checkoffs 

Description and Background 

Iowa currently provides four income tax checkoffs on the individual income tax form and the 
checkoffs support: 

• The Child Abuse Prevention Program Fund 

• The Fish and Game Protection Fund 

https://www.legis.iowa.gov/docs/code/423.3.pdf
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• The State Fair Foundation 

• The Veterans Trust Fund and Volunteer Firefighter Preparedness Fund 

Contributions through the checkoffs are voluntary and the contributions do not lower the 
taxpayer’s Iowa income tax liability.   

Iowa Code section 422.12E provides that after the same four checkoffs have been included on 
the Iowa tax return for two consecutive years, the two checkoffs for which the least amount was 
contributed over the two years are removed from the tax return for the next tax year.  The Bill 
makes this automatic removal provision inapplicable to the checkoffs that were available on the 
tax year 2019 and 2020 tax returns.  The Bill also extends the availability of the four current 
checkoffs through the end of tax year 2024.   
 
Assumptions/Fiscal Impact (Division XXIV) 
Over the most recent two tax years, the two checkoff options with the lowest contributed amount 
are the State Fair Foundation and the Veterans Trust Fund and Volunteer Firefighter 
Preparedness Fund, with $92,000 and $78,000 contributed respectively.  The changes in the 
Bill will allow these two checkoffs to continue to be offered through tax year 2024.    
 

 
Division XXV — Mental Health and Disability Services (MHDS) Funding 

Description and Background 
The Bill changes the way MHDS are funded, from a system based on county property taxes to a 
100.0% State-funded system.  This Division of the Bill is effective upon enactment. 
 
The current MHDS system is a regional system managed by the counties, with State oversight.  
Counties finance a portion of the system with a county property tax levy that is capped at a per 
capita dollar amount for each of the 14 MHDS Regions, totaling $116.8 million for FY 2021.  The 
State finances the majority of the services provided through the Medicaid Program.  For a 
complete funding history of the MHDS system back to 1995, please see the related Issue 
Review. 
 
MHDS Levy.  The Bill eliminates the MHDS property tax levy over a two-year period, with all 
county levies reduced to no more than $21.14 per capita for FY 2022 and reduced to $0 
beginning in FY 2023.   
 
Per Capita State Appropriations.  The Bill creates a new Mental Health and Disability 
Services Regional Services Fund and establishes a General Fund standing appropriation to the 
Department of Human Services (DHS) for distribution to the MHDS Regions performance-based 
contracts and the following per capita amounts: 

• $15.86 for FY 2022. 

• $38.00 for FY 2023. 

• $40.00 for FY 2024. 

• $42.00 for FY 2025. 

• Beginning in FY 2026 and beyond, the previous year’s appropriation is multiplied by a 

growth factor indexed to sales tax growth for the preceding fiscal year, not to exceed 1.5%. 

Fund Balances.  The Bill amends provisions related to county fund balances by requiring all 
county fund balances to be pooled by the MHDS Region.  Regional fund balances are limited to 
40.0% of the preceding fiscal year’s actual expenditures beginning in FY 2022.  In FY 2023, 
fund balances are limited to 20.0%, and in FY 2024 and beyond, fund balances are limited to 
5.0%.   
 

https://www.legis.iowa.gov/docs/code/422.12e.pdf
https://www.legis.iowa.gov/docs/publications/IR/970935.pdf
https://www.legis.iowa.gov/docs/publications/IR/970935.pdf
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Beginning in FY 2022, State per capita appropriations to an MHDS Region are reduced if the 
MHDS Region has a fund balance in excess of the fund balance cap specified above.  The 
reduction does not begin until the second half of the year once fund balances are certified on 
December 1.  The MHDS Regions are also required to pay back any funds received in the first 
two quarters of the fiscal year if fund balances exceeded the cap.  Any funds that are paid back 
or withheld are distributed to the MHDS Regional Incentive Fund. 

MHDS Regional Incentive Fund.  The Bill creates a new MHDS Regional Incentive Fund to 
provide additional funding to the MHDS Regions and specifies the criteria in which an MHDS 
Region may apply for funding. 
 
The Bill makes a General Fund appropriation of $3.0 million to the MHDS Regional Incentive 
Fund for FY 2022.  Beginning in FY 2026, any funds in the Fund will be multiplied by a growth 
factor, not to exceed 3.5% in a fiscal year, equal to the sales tax growth rate for the preceding 
fiscal year, minus 1.5%.  The DHS will make its final decisions on or before December 15 of 
each year regarding acceptance or rejection of the submissions for incentive funds applications. 
 
To receive funding from the MHDS Regional Incentive Fund, a Regional Administrator must 
demonstrate that the Region has met the standards outlined in the Region’s performance-based 
contract and have fund balances under the thresholds listed above.   
 
The DHS is required to review all MHDS Regional Incentive Fund expenditures and if the 
Regional need was less than the Funds provided, the Regions are required to repay the 
difference back to the Fund. 
 
Polk County.  The Bill allows for the transfer of both funds and in-kind services from 
Broadlawns Hospital to Polk County MHDS for fiscal years 2021 through 2024. 
 
Assumptions/Fiscal Impact (Division XXV) 

• The FY 2022 MHDS levy will be reduced to $66.7 million in FY 2022 and $0 in FY 2023. 

• Based on population trends from 2015 through 2019, population increases are estimated to 

be 0.3% in 2020 through 2025. 

• The MHDS per capita growth rate appropriation is estimated to be 1.5% for FY 2026 through 

FY 2028. 

• It is not possible to estimate funds available in the MHDS Regional Incentive Fund beyond 

what is appropriated by the State in FY 2022 and FY 2023 due to the uncertainty of future 

county fund balances and amounts counties will be required to send back to the Fund. 

 

 
Division XXVI — Property Tax Replacement Payments 

Description and Background 
2013 Iowa Acts, chapter 123 (State and Local Taxation), established a set commercial and 
industrial taxable value rollback of 90.0000%, a reduction from the 100.000% rollback usually 
experienced by those property classes.  The 2013 Act also established a standing appropriation 
designed to reimburse local governments for the property tax revenue loss that results from the 
taxable value reduction.  Iowa Code section 441.21A established the standing appropriation for 
the reimbursement to local governments (backfill) and limits the total amount of the annual 
appropriation, beginning with FY 2017, to no more than the amount of the appropriation for 
FY 2016.  Since FY 2017, the annual backfill appropriation has been limited to $152.1 million.  
The revenue that local governments receive from the State for the backfill is treated like 
property tax revenue for local government finance purposes. 

https://www.legis.iowa.gov/docs/publications/iactc/85.1/CH0123.pdf
https://www.legis.iowa.gov/docs/code/441.21a.pdf
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The Bill provides that beginning with the FY 2023 payment, the General Fund standing 
appropriation for commercial and industrial property tax replacement for cities and counties will 
be phased out in four or seven years, depending on how the tax base of the city or county grew 
relative to the rest of the State since FY 2014.  Cities and counties where the tax base grew at a 
faster rate than the statewide average from FY 2014 through FY 2021 will have the backfill 
phased out over a four-year period from FY 2023 to FY 2026, while those that grew at a rate 
less than the statewide average will have the backfill phased out over a seven-year period from 
FY 2023 to FY 2029.  School district backfill payments will be eliminated after FY 2022.  Taxing 
authorities that are not schools, cities, or counties will have their backfill payment phased out 
over seven years. 
 
After the change, the reimbursement amount received by each taxing authority that is not a 
school district will be a percentage of the reimbursement the taxing authority received in 
FY 2022, with the percentage decreasing until phased out completely for the taxing authority by 
either FY 2026 or FY 2029.       
 
Assumptions/Fiscal Impact (Division XXVI) 
The Department of Management (DOM) estimated the impact of the changes to the commercial 
and industrial property tax replacement backfill using actual taxable amounts by taxing authority 
for FY 2014 and FY 2021, along with actual backfill amounts received for FY 2021.  Figure 8 
provides the estimated backfill amounts by local government type under current law and under 
the proposed change as estimated by the DOM.  The final line in the table represents both the 
reduction in local government revenue and the reduction in the State General Fund 
appropriation for commercial and industrial property tax reimbursement backfill. 
 

Figure 8 

 
 

The revenue reduction for individual school district levies, totaling $59.7 million per year starting 
FY 2023, is estimated to be: 

FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030

Schools

Current Law 59.7$       59.7$       59.7$       59.7$       59.7$       59.7$       59.7$       59.7$       

Proposal 0.0           0.0           0.0           0.0           0.0           0.0           0.0           0.0           

Change -59.7$      -59.7$      -59.7$      -59.7$      -59.7$      -59.7$      -59.7$      -59.7$      

Cities

Current Law 52.4$       52.4$       52.4$       52.4$       52.4$       52.4$       52.4$       52.4$       

Proposal 44.6         36.8         28.9         21.0         13.1         8.8           4.4           0.0           

Change -7.8$        -15.6$      -23.5$      -31.4$      -39.3$      -43.6$      -48.0$      -52.4$      

Counties

Current Law 29.6$       29.6$       29.6$       29.6$       29.6$       29.6$       29.6$       29.6$       

Proposal 24.8         20.0         15.2         10.3         5.5           3.7           1.8           0.0           

Change -4.8$        -9.6$        -14.4$      -19.3$      -24.1$      -25.9$      -27.8$      -29.6$      

Other Local Governments

Current Law 10.4$       10.4$       10.4$       10.4$       10.4$       10.4$       10.4$       10.4$       

Proposal 9.1           7.8           6.5           5.2           3.9           2.6           1.3           0.0           

Change -1.3$        -2.6$        -3.9$        -5.2$        -6.5$        -7.8$        -9.1$        -10.4$      

Total

Current Law 152.1$     152.1$     152.1$     152.1$     152.1$     152.1$     152.1$     152.1$     

Proposal 78.5         64.6         50.6         36.5         22.5         15.1         7.5           0.0           

Change -73.6$      -87.5$      -101.5$    -115.6$    -129.6$    -137.0$    -144.6$    -152.1$    

Estimated Change to the General Fund Appropriation for

In Millions

Commercial and Industrial Property Tax Replacement



23 

• General fund levy = $-41.8 million 

• Instructional support levy = $-3.6 million 

• Management levy = $-4.0 million 

• Amana library levy = $-0.0 million 

• Voted Physical Plant and Equipment Levy (PPEL) = $-3.8 million 

• Regular PPEL = $-1.3 million 

• Public Education and Recreation Levy (PERL) = $-0.1 million 

• Debt service levy = $-5.0 million 

 

 
Division XXVII — School Foundation Percentage 

Description 
Beginning in FY 2023, the school foundation aid level increases from 87.5% to 88.4% to offset 
the revenue from the elimination of the commercial and industrial property tax replacement 
backfill payments.  Since FY 1997, the regular program foundation level has been set at 87.5% 
of the State cost per pupil and is comprised of a uniform levy of $5.40 per $1,000 of taxable 
valuation statewide and State aid from the General Fund.   
 
Assumptions/Fiscal Impact (Division XXVII) 

• Beginning in FY 2023, the regular program foundation level used for calculating State aid for 

school districts is increasing from 87.5% to 88.4%.  This will increase the amount of State 

aid going to the foundation level and decrease the additional General Fund levy. 

• Under current law, the State cost per pupil for FY 2023 and future fiscal years will remain at 

$7,227. 

• The foundation level will increase from $6,324 per pupil in FY 2022 to $6,389 per pupil in 

FY 2023. 

• The Property Tax Replacement Payment (PTRP) will remain at $153 per pupil. 

 

 
Division XXVIII — Elderly Property Tax Credit 

Description 
The Bill expands the existing Homestead Property Tax Credit for Elderly and Disabled to create 
a homestead adjustment property tax credit to offset increases in property tax levies of 
homesteads owned by persons who are at least 70 years of age and whose annual household 
income is not more than 250.0% of federal poverty guidelines published by the U.S. Department 
of Health and Human Services.  The Bill would apply to claims filed on or after January 1, 2022, 
for assessment years beginning on or after January 1, 2021.  The Bill exempts the credit 
expansion from the provisions of Iowa Code section 25B.7(1) (State requirement to fully fund 
changes to property tax credits).    
 
Assumptions/Fiscal Impact (Division XXVIII) 

• The average assessed value of an eligible homestead is assumed to be $127,500 for  
AY 2020/FY 2022, and the average is assumed to increase 2.0% per year.   

• The FY 2020 residential rollback is 56.4094%, and this rollback percentage is used for all 
projection years. 

• The statewide average residential property tax rate for FY 2021 is $34.44 per $1,000 of 
taxed value, and this rate is used for all projection years. 

https://aspe.hhs.gov/2021-poverty-guidelines#guidelines
https://www.legis.iowa.gov/docs/code/25b.7.pdf


24 

• The combination of the first three assumptions results in a projected property tax increase of 
about $50 per year for the average eligible homestead. 

• The Department of Revenue estimates that the number of homesteads owned by persons 
aged 70 or over with household income of less than 250.0% of the federal poverty level is 
106,220 for FY 2022.  The LSA estimates that 95.0% of eligible homestead owners will 
apply for the property tax credit.  The LSA further estimates that a number equal to 2.7% of 
the FY 2022 estimate of 106,220 (2,868) claims will be received each year from homestead 
owners turning 70 years of age that year.     

• The current elderly property tax credit component has a cost to the State of approximately 
$4.7 million per year.  This estimate assumes that amount will remain constant in future 
years, and further assumes that 85.0% of the credit calculation for the proposed expansion 
represents homestead owners who are eligible under current law ($4.0 million of the 
$4.7 million).   

• Since the Bill makes the expansion of the property tax credit not subject to the requirement 
that the State fully fund new or expanded property tax credits (Iowa Code section 25B.7(1)), 
the entire property tax decrease will result in reduced local government property tax 
revenue.  The combination of the above assumptions results in the following local 
government property tax revenue reductions for the first seven years of the new credit: 

• FY 2023 = $1.1 million 

• FY 2024 = $6.2 million 

• FY 2025 = $11.8 million 

• FY 2026 = $17.5 million 

• FY 2027 = $23.5 million 

• FY 2028 = $29.7 million 

• FY 2029 = $36.2 million 

• The local government revenue reduction is projected to continue to increase until the Iowa 
population of homeowners aged 70 and over begins to decrease.   

 

 

Fiscal Impact — State General Fund Revenue 

 
Figure 9 provides a summary of the projected changes in General Fund revenue by Bill 
provision.  Please note that the amounts listed for Division I (triggers removed) only reflect the 
revenue reduction associated with moving the implementation of the contingent individual 
income tax system forward one tax year, to tax year 2023.  Under current law, the contingent 
system is assumed to become effective starting tax year 2024. 

 
 

 

 

 

 

 

 

 

 

 

https://www.legis.iowa.gov/docs/code/25b.7.pdf
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Figure 9 

 

Fiscal Impact — State General Fund Appropriations 

The Divisions of the Bill that will result in changes to projected State General Fund appropriation 
amounts, when compared to estimates for current law, are shown in Figure 10.     

 
Figure 10 

 
          
Fiscal Impact — Local Government Revenue 

Iowa allows school districts to establish a local option income surtax for schools.  The surtax is 
calculated as a percent of individual income tax liability, prior to any adjustment for refundable 
tax credits.  The provisions of this Bill that alter income subject to individual income tax, or alter 
nonrefundable income tax credits, also impact the calculation of the surtax.  The statewide 
average surtax rate is approximately 3.0% of tax liability.  Many of the provisions of the Bill 
lower individual income tax liability, so most of the provisions also reduce the statewide yield 
realized through the local option income surtax for schools.   
 
Division XXVI of the Bill phases out the State payment to local governments for reimbursement 
of a portion of the property tax reduction associated with the implementation of a taxable value 
rollback to 90.0000% for commercial, industrial, and railroad property.  That reimbursement 
currently totals $152.1 million per year and is funded by a standing limited appropriation from 
the State General Fund.  While the Bill makes new adjustments to State school funding in order 
to ameliorate the revenue reduction for local schools, the Bill does not provide for any form of 
replacement funding for the other levels of local government (cities, counties, community 
colleges, etc.).   
 

Division Provision FY 2021 FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027

Div. I Triggers Removed Ind. Inc. 0.0$         0.0$         -154.6$    -160.2$    -30.1$      -8.4$        -8.0$        

Div. I Triggers Bank/Franchise 0.0           0.0           0.0           -19.9        0.0           0.0           0.0           

Div. II Child Tax Credits -0.6          -6.4          -4.2          -4.5          -4.9          -5.1          -5.1          

Div. III COVID-19 Grant Exempt. -9.2          -1.0          0.0           0.0           0.0           0.0           0.0           

Div. IV Paycheck Protection -4.7          -0.6          0.0           0.0           0.0           0.0           0.0           

Div. V Inheritance Tax -0.5          -15.1        -34.1        -54.5        -76.6        -99.7        -107.4      

Div. VI Housing Trust Fund 0.0           -4.0          -4.0          -4.0          -4.0          -4.0          -4.0          

Div. XIII Workforce Housing 0.0           -5.3          -9.0          -10.4        -10.0        -10.0        -10.0        

Div. XIV Redevelopment Credit 0.0           -0.9          -3.4          -6.8          -10.0        -13.0        -16.0        

Div. XVII Bonus Depreciation 0.0           -28.9        -20.9        -14.8        -7.7          -2.0          9.0           

Div. XVIII Interest Deduction 0.0           0.0           0.0           0.0           0.0           0.0           0.0           

Div. XIX Beginning Farmer Tax Credit 0.0           0.0           -0.7          -1.1          -1.3          -1.4          -1.6          

Div. XXI Targeted Jobs Withholding 0.0           -0.1          -0.3          -0.6          -0.8          -1.0          -1.0          

Div. XXII Food Bank Sales Tax 0.0           -0.2          -0.2          -0.2          -0.2          -0.2          -0.2          

Div. XXIII Volunteer Tax Credit 0.0           -1.9          -1.9          -1.9          -1.9          -1.9          -1.9          

Total -15.0$      -64.4$      -233.3$    -278.9$    -147.5$    -146.7$    -146.2$    

Projected General Fund Revenue Changes by Provision

In Millions

Division Provision FY 2022 FY 2023 FY 2024 FY 2025 FY 2026 FY 2027 FY 2028 FY 2029 FY 2030

Div. XXV MHDS Per Capita 50.0$     120.3$   126.9$   133.7$   136.0$   138.4$   140.9$   143.4$   145.9$   

Div. XXV MHDS Incentive 3.0         0.0         0.0         0.0         0.0         0.0         0.0         0.0         0.0         

Div. XXVI PTR Nonschools 0.0         -13.9     -27.9     -42.0     -55.9     -69.9     -77.4     -85.0     -92.4     

Div. XXVI PTR Schools 0.0         -59.7     -59.7     -59.7     -59.7     -59.7     -59.7     -59.7     -59.7     

Div. XXVII School Aid 0.0         65.4       60.2       60.3       60.0       59.7       59.4       59.1       58.8       

Total 53.0$     112.1$   99.5$     92.3$     80.4$     68.5$     63.2$     57.8$     52.6$     

PTR = Property Tax Replacement

Projected General Fund Appropriations Increases (Decreases)

In Millions
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Division XXVIII of the Bill expands the existing Homestead Property Tax Credit for Elderly and 
Disabled.  The Division also makes inactive an Iowa Code provision that would require the State 
to fund the revenue reduction that will result from the property tax reduction.  The local 
government revenue reduction (schools, cities, counties, community colleges, etc.) is projected 
to reach $36.2 million by FY 2029 and continue to increase in the future.   
 
The revenue reductions associated with the combination of Divisions XXVI and XXVIII for local 
governments that are not schools are projected to total $15.0 million for FY 2023 and grow to 
approximately $134.0 million by FY 2030.  In order to adjust annual budgets to compensate for 
the revenue reduction, the impacted local governments will need to set property tax rates that 
are higher than would otherwise be the case, increase revenue from other sources (fees, fines, 
or local option taxes for example), and/or reduce expenditures below the level that would 
otherwise be supported.     

Fiscal Impact — Estimated Property Tax Reduction for Property Taxpayers 

Three Divisions of the Bill are projected to reduce property taxes owed by property taxpayers, 
when compared to estimates for current law, are shown in Figure 11. 

Figure 11 
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Division Provision FY 2022 FY 2023 FY 2024 FY 2025 FY 2026

Div. XXV MHDS Levy * -50.0$         -117.0$       -117.2$       -117.4$       -117.6$       

Div. XXVII School District General Fund 0.0              -19.3           -23.0           -23.1           -22.8           

Div. XXVIII Elderly Prop. Tax Credit 0.0              -1.1             -6.2             -11.8           -17.5           

Total -50.0$         -137.4$       -146.4$       -152.3$       -157.9$       

* Reduction estimate is compared to the maximum allowable levy and is more than what counties actually levied in FY 2021.

Estimated Property Tax Reductions by Division

In Millions

https://www.legis.iowa.gov/docs/publications/JR/1210199.pdf
https://www.legis.iowa.gov/

