
Update on the Budget 
 
The Revenue Estimating Conference met last week to make their latest 
revenue projections for both the current (FY 17) and following fiscal years 
(FY 18 & 19). Again their revenue projections are lower than anticipated. 
They have continued to cite low commodity prices and a sluggish 
agricultural economy as a driving factor for this.  
 
Inaccurate revenue projections are not limited to Iowa.  At least 30 states, 
whose economies largely rely on agriculture and energy, have had to make 
budget reductions in the middle of their fiscal year just as Iowa has had to 
do.  
 
For FY 2017:  The REC lowered the FY17 revenue projection by $131 
million.  This is in addition to the $117 million in reductions that were done 
at the beginning of session. 
 
With only a few months left in the fiscal year, additional budget reduction 
opportunities remain limited. Gov. Branstad has proposed using the Cash 
Reserve account to make up the budget shortfall.  If the legislature does 
this, the House will make a plan to refill the Cash Reserve account.  
 
For FY 2018:  The REC lowered the FY 18 revenue projection by $191 
million.  This leaves about $6 million available in new revenue for the fiscal 
year, which amounts to almost no new money available.  An additional $40 
million has already been approved for K-12 schools about a month ago to 
meet the schools’ budget deadlines. 
 
This definitely presents some challenges. The House plan to effectively 
manage the state budget is threefold: 
 

1. A hard look needs to be taken at the “what” and “where” taxpayer 
money is used to make sure Iowans are getting the best value and 
their priorities are being met. This very well could mean the state 
needs to curtail or end longstanding spending. 

2. Every tax credit is being examined to ensure Iowa’s taxpayers are 
getting a good deal. A complete approach needs to start immediately 
instead of the piecemeal, year-by-year strategy that has been in place. 

3. Taxpayers and the legislature need more accurate revenue estimates 
from the Revenue Estimating Conference. We understand this is a 



difficult task that many states are struggling to deal with right now, 
but we need to find a way to better predict state revenue.  Changes in 
how the state tracks and collects revenue need to be made to make 
estimates more reliable. 

 
Some are quick to criticize the House’s budget management,  but 
conveniently leave out the fact that they supported plans that would have 
increased state spending by more than $1 billion over the last two years if 
we had not stopped them.  If we had adopted their spending plans, key 
areas like local school budgets would be facing deep cuts now.   
 
 

Tax Credit Reform Proposed 
 
I want to take a closer look at the strategy of tax credit reform mentioned 
above. We are wanting to get this put into place before our work on the FY 
18 budget begins. There should be no sacred cows as we reevaluate these 
tax credits to make sure taxpayers are getting a good deal. Every tax credit 
needs to be on the table.  
 
As part of the strategy to grapple with the FY 18 budget, this past week the 
Appropriations Committee introduced House Study Bill 187 to reform the 
state’s various tax credit programs and track their fiscal impact. The bill 
sets a cap on the total amount of tax credits that can be redeemed each year 
beginning in FY 18 at $400 million. The cap would decrease by $10 million 
each year until it reaches $370 million. The bill also eliminates 
refundability of tax credits where businesses or individuals can receive a 
refund even if they have no tax liability. This places real limits on how 
much the state gives back to these individuals and businesses. 
 
Moving forward, we are interested in looking at the effectiveness of our 
current list of tax credits.  The three largest tax credits in terms of revenue 
impact on the FY 18 budget are the Earned Income Tax Credit ($71.8 
million), the Research Activities Tax Credit ($69.4 million) and the Historic 
Preservation and Cultural and Entertainment District Tax Credit ($56.1 
million).  Not far behind is the High Quality Jobs Program at $51.3 million 
and the Iowa Industrial New Job Training Program or 260E Program at 
$43.8 million. 
 
 



Bills Passed Out of the House 
 

Workers Compensation Reform: Over the last decade, a number of 
administrative interpretations and court decisions have knocked Iowa’s 
workers compensation system out of balance. This bill resets the 100-year 
old system back to the original intent of the law, providing the fairness, 
certainty, stability and predictability that workers and employers need. The 
intent is to compensate workers fairly who are injured on the job and at the 
same time curb abuses in the system that are driving up costs.  
 
Some of its key provisions included:  
 

1) Ending coverage for those who are injured due to impairment from 
alcohol and drugs 

2) Requiring an Iowan who works in another state to make a claim in 
that state 

3) Ending the “double dipping” of collecting permanent total disability 
benefits and unemployment benefits at the same time and also 
collecting permanent total and permanent partial disability benefits 
at the same time 

4) The maximum permanent total disability would be capped at 100% 
and not go beyond that. 

5) Shoulder injuries would be categorized in the same manner as other 
states. It also provides $15,000 in employer-paid vocational 
rehabilitation for workers with shoulder injuries who might not be 
able to go back to the job. The training would be offered through 
community colleges to set workers on new career paths. 

 
School Funding Flexibility:  House Files 564 and 565 provide schools 
with more flexibility, allowing locally elected officials to utilize unused 
funds that are typically reserved for specific purposes.  These bills recognize 
that no two school districts are exactly alike and will allow each school 
district to better meet the specific needs of our students and teachers. 
 
Protection from Synthetic Drugs:  House File 296 helps keep deadly 
synthetic drugs off the streets, while also making it easier to prosecute 
sellers of those drugs. 
 



Supporting Families with Autistic Children:  House File 215 
addresses the unique challenges parents of children with autism face by 
extending insurance coverage for autism treatments to Iowa families.  This 
legislation ensures access to programs with proven, positive outcomes in 
the child’s development. 
 
Privacy Protections for the 21st Century:  House Joint Resolution 1 
extends Fourth Amendment privacy protections to Iowans’ electronic 
communications and data, ensuring constitutional rights keep up with 
today’s technology.  
 
Reigning in an Out-of-Control Federal Government:  House Joint 
Resolution 12 calls for a Convention of the States to impose fiscal restraints 
on and limit the power and jurisdiction of the federal government. 
 
Better Access for Lyme Disease Patients: This bill recognizes that 
standards of care for treating Lyme disease are evolving as the medical 
community is still learning about how to diagnose and treat the disease. It 
exempts from disciplinary action a health care provider if the only reason is 
that they have recommended a certain treatment for Lyme disease. 
 
 
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 
 


