
Working on the Budget and K-12 Funding 
 

Governor Branstad signed the Fiscal Year 2017 “De-Appropriations” bill 
last Wednesday morning, which balances the FY 17 budget. Now the 
Legislature will turn its attention to work on the Fiscal Year 2018 budget.  
 
As part of the negotiations the House, Senate and Governor agreed that the 
new state budget will not be larger than $7.4555 billion.  This agreement is 
under the ongoing revenue. If the March revenue estimate is lowered, then 
that maximum spending level will be lowered further. This means the state 
could have less than but no more than $200.9 million of new revenue in FY 
2017.  There is no agreement to spend up to the $7.4555 billion or $200.9 
million levels – only that those numbers represent the ceiling. 
 
With revenue projections being very unpredictable over the last several 
budget years, a conservative approach to the budget is necessary.  Current 
law allows the Legislature to spend 99% of available revenue; however, 
House Republicans will look to spend less than the allowed ceiling in the 
event that revenue projections are inaccurate again.  
 

K-12 Funding 
 
Our first priority is setting the K-12 funding and we are on track to set it in 
the first 30 days of session. We are proposing to spend an additional $40 
million next fiscal year on K-12 education.  This equates to an additional 
$78 per student and will bring total state investment in K-12 education to 
$3.237 billion per year.  K-12 education accounts for more than 43% of 
Iowa’s General Fund budget each year. 
 
We are also including in our conversation on funding schools ways to 
provide more flexibility within the different streams of funding schools 
already receive. We know that a number of school districts have thousands 
of dollars sitting in funds unused because they are limited to specific 
purposes. Loosening those restrictions for local school boards is something 
we’re looking at.  In addition we are considering ways to address other 
inequities that exist in school funding, such as with transportation and 
district cost per pupil. 
 



Besides $40 million for K-12 schools, other anticipated built-in expenses 
that must be addressed in the FY 18 budget include Medicaid at $42 million 
and filling the state’s reserve accounts at $20 million, among other things. 
These built-in expenses don’t include other priorities like funding for 
higher education, water quality, public safety, additional state troopers, 
corrections, the courts, or Tax Year 2017 tax coupling. 
 

Anticipated Budget Expenses 
 
As has been the case in previous years, the need for additional Medicaid 
funding tops the list of built-in expenditures for the new budget.  Due to the 
implementation of the Medicaid Modernization efforts last year, Medicaid’s 
growth is substantially smaller than what the state experienced in previous 
years.  However, the Governor’s budget still calls for an additional $42 
million, raising the anticipated General Fund appropriation for the 
program to almost $1.35 billion next year. 
 
Another major expense for the new revenue will be to maintain the state’s 
reserve funds.  Under law, the Cash Reserve Fund and the Economic 
Emergency Fund are to equal 10 percent of the General Fund budget. It is 
expected that the state will need $20.4 million to meet this requirement. 
 
As part of last year’s FY 2017 budget deal, the state’s annual extra 
contribution to the Peace Officers Retirement System was reduced from $5 
million to $2.5 million.  With Republicans now in control of the Iowa 
Senate, this additional payment will return to its statutory level of $5 
million.   
 
Iowa’s higher education community is also asking for increased funding.  
The state’s three universities are concerned about their ability to hire and 
retain top professors.  Iowa’s community colleges are looking for more help 
to address workforce needs in a changing economy.  And Iowa’s 
independent colleges are facing increasing pressure on tuition and costs as 
they try to remain a competitive option for in-state students. 
 
Improving Iowa’s public safety services has received a lot of attention as 
Iowans learned that roadway deaths dramatically increased in 2016. Public 
safety, corrections services, and the courts are were subject to the recent 
budget cuts and so there will be definite needs in those areas. We are 
looking at options to increase the number of state troopers on the road.  



Hiring one new trooper requires an appropriation of $179,000 for their 
first year of service due to the fact that not only must the new trooper be 
paid but a vehicle equipped for their work must be outfitted. 
 
Improving Iowa’s water quality has been a growing topic inside the 
statehouse.  Building off the bill passed by the House in 2016, Governor 
Branstad has proposed a water quality plan that would require $3.7 million 
in new General Fund along with additional funding from the Rebuild Iowa 
Infrastructure (RIIF) budget. 
 
Tax coupling is still an issue that will be looked at by the Ways and Means 
Committee to see if it can be done for Tax Year 2017 and then made 
permanent going forward. We are hopeful but not certain this can be done. 
If we can it should be done as it prevents a tax increase on Iowans and 
allows more money to be kept in the pockets of taxpayers.  
 

Looking at Tax Credits 
 
As we have grappled with balancing the budget, we are looking at all parts 
of the budget for potential savings. Some are calling for reducing the 
amount of tax credits that are given. This is not something to be done 
lightly because reducing a tax credit has the effect of increasing taxes, 
which takes money out of taxpayer’s pockets and hurts the economy. On the 
other hand, it does have merit in that some tax credits which are targeted 
for very specific purposes should be examined to ensure they are 
accomplishing the purpose for which they were intended.  
 
How the state accounts for tax credits is very different from spending in the 
budget.  While spending on schools, health care, or prisons is part of the 
General Fund budget, tax credits are handled differently.   While 
appropriations are made and spent in the same year, tax credits issued in a 
tax year are not redeemed or claimed in the same year. But instead they are 
claimed in later years.   
 
The legislature has found that even if we were to make changes to the 
amount of tax credits that could be issued in FY 2017, it would almost have 
no impact on the state budget since the state accounts for these credits in 
the budget once they are claimed – not when issued.  It would take several 
years until the reduction would have an impact on the budget. 
 



Some claim that reducing or eliminating these credits is a quick fix to 
Iowa’s budget situation.  That simply does not fit the reality facing the 
legislature. 
 
Many of Iowa’s tax credits have conditions that must be met before they can 
be redeemed.  This could be completing a construction project or hiring a 
certain number of employees. 
 
What are these tax credits? Major income tax credits are the Earned 
Income Tax Credit, the Research Activities Credit, the Historic Preservation 
Tax Credit, the Industrial New Job Training Tax Credit, and the High 
Quality Jobs Tax Credit.   
 
The House sought to address this issue a couple sessions ago by passing a 
flat tax option on the state income tax, which would have allowed a 
taxpayer to figure their taxes the regular way, which includes the 
deductions and tax credits and the new optional way, which had almost no 
deductions or tax credits but used a lower tax rate. The taxpayer could 
choose the option most advantageous for him.  
 
 
Feel free to contact me with ideas, thoughts, and concerns. My phone is 
319-987-3021 or you can email me at sandy.salmon@legis.iowa.gov . I want 
to hear what you are thinking and will listen to your input. Together we will 
work to make a difference for the future of Iowa. Thank you very much for 
the honor of representing you!  
 
Sincerely,  
 

Sandy 
 


