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Paula Feltner and Mike Heller, Lobbyists

	 We have waited all weekend for the Legislative Leaders and Governor to announce that they came to some agreement on the income tax this weekended but have decided it probably won't happen today.  We did want to give you a brief update. 
            The Iowa Legislature reach and passed its 100th day Tuesday, the target day for adjournment.  As expenses and per diem ran out for legislators and staff was let go for the remainder of the session, negotiations aimed at hammering out a compromise on tax cut and budget differences intensified. The big complication is still the effort to cut taxes.  House Republicans have proposed a plan to cut individual income taxes by $1.3 billion over the next five years.  The Senate Republicans have drafted a plan to reduce state individual income and corporate taxes by about $2 billion over the same period.  The Governor recommended $1 billion.
            One of the major issues, besides the amount to be cut, is the issue of credit union taxation.  Currently, banks pay a 5% state tax on income and credit unions do not, although banks maintain they offer the same services.  Banks want credit unions to pay the tax and the Senate agrees.  Also, the Senate wants to cut taxes on businesses, the House does not, and the Governor suggested a task force review before making changes.  For the first time, however, the three sides are saying they are only $5 million apart.
            Cutting taxes means less money is available for budgets, so it is impossible to come up with a final budget until there is a decision on taxes.   The Senate plan would take nearl million off the table, making unavailable for social services, education, or other budget needs.  The House/Governor plan would be a $200 million hit on the state budget for Fiscal year 2020.  Having said this, once the tax agreement is reached, there are promising signs for agreement on the budget:  both chambers issued budget targets which are not too far apart and and Gov. Kim Reynolds canceled a tripto New York City to facilitate agreements.  It is the first encouraging sign we have had that session end might be in sight.
            The Senate released a proposed general fund operating budget for the fiscal year beginning July 1 that would total $7.48 billion, which would be a 3.2% increase over spending for the current fiscal year. Senate Republicans maintain their budget plan would fully fund Medicaid, replenish the state's reserve fund, and fully fund mental health improvements and the Governor's Future Ready Iowa Program.  The Senate proposal would also fully fund a state "backfill" to local governments that replace cuts in local property taxes, provide more money for state universities, corrections courts, public safety and fund an 8% tax cut.  It would leave a balance in the state's general fund of about $156 million at the end of the 2019 fiscal year.
            Remember that the House plan calls for $235 million in increased spending which includes $32 million extra in state aid to schools and 2.9 million in school transportation equity fundsapproved earlier this session. The House plan also calls for repaying $111 million borrowed from reserve funds to balance previous budgets, and anticipates increases three budgets:  Education, Health and Human Services, and Standings.
            Historically, the first step in getting a budget moving is to announce budget targets. Once leaders decide how much money they want to spend next year, they will divide it up between the 10 budget areas and decide which start in the House and which start in the Senate:
1.    Administration/Regulation 
2.    Agriculture/Natural Resources 
3.    Economic Development
4.    Education 
5.    Health/Human Services 
6.    Judicial Branch
7.    Justice Systems
8.    Infrastructure
9.    Standings
10. Transportation
            After receiving the "lump sum" designated by leadership for the subcommittee, each of those budget subcommittees will decide how much each agency, service, or program within their purview will receive.  Without joint budget targets from leadership in both chambers, the House and Senate CAN come up with their own budget bills, and then have to negotiate.  The House did just that this week by introducing 6 budget bills which they intend to pass this next week (they are eligible for debate Tuesday) and send over to the Senate.  They are hoping that when tax agreements are reached, having some bills over in the Senate will save time – the bills can either be amended or agreed with by the Senate.  Toward this end, the plan to debate the following six bills this next Tuesday and Wednesday.  REMEMBER, these are not agreed upon bills – these are HOUSE bills.  However, members think the Senate can accept many of the provisions.
HSB 690 – Standing Appropriations 
HF 2494 – Transportation Appropriations
HF 2495 – Judicial Branch Appropriations
HF 2491 – Agriculture & Natural Resources Appropriations
HF 2492 – Justice Systems Appropriations
HF 2493 – Economic Development Appropriations
 
            Sadly, this is our attempt at good news for the upcoming week – at least there has been some movement.  Please call if you have questions!
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