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lowa Budget Update:
What’s in Store for the 2011 General Assembly

2011-2012 Budget Picture

Improved revenues coupled with very significant spending cuts have resulted in a substantial budget
surplus for Fiscal Year 2011 and a much improved revenue picture for FY2012. The December Revenue
Estimating Conference concluded that the lowa General Fund budget will have a year-end surplus of
$496.5 million on June 30, 2011, and general fund receipts for 2011-12 will be $6,031.3 million.

These figures assumed that temporary federal tax cuts would expire and not be extended, so they
significantly understate what lowa will receive in both individual income and corporate income tax. The
overall impact on the REC estimates for the actions taken by Congress to extend the federal tax cuts
early had been estimated by the lowa Department of Revenue to provide an additional $40 million in
state general fund receipts for the fiscal year ending June 30, 2011, and an additional $100 million in
2011-12 receipts.

The Legislative Services Agency has used the Revenue Table 1. Smaller 2011-12 Shortfall
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B Full funding of all property tax credits back to the counties according to current state law
(historically, lawmakers have often voted to temporarily set aside these statutory provisions and
provided only a portion of these funds; if lawmakers take the same action in 2011-12 as they did
last year and only partially fund these credits, this would result in $55.4 million less in state
expenditures)

B A $50 million commitment to the Grow lowa Values Fund as per current law (again, lawmakers
have set aside this provision the last two years and provided an appropriation of $38 million in
2010-11)

B Adding $103.5 million to the budget to honor the collective bargaining agreement (lawmakers
have not always included the costs of the agreement in their budgets, instead requiring agencies
to come up with the funding within their appropriations).

Taken together, changing these assumptions to reflect prior legislative actions and new federal law
would add $322 million to the plus side of the balance sheet and more than eliminate the $263 million
projected by the LSA as a shortfall that needs to be addressed. (See Table 2.) It also would result in a
much lesser amount of “one-time funding” (including cash reserves) for the state budget in 2011-12.
While not totally closing the structural deficit lowa has experienced over the years, it substantially
reduces that amount and makes closing it — absent any additional unfunded tax expenditures or
spending increases — achievable.

Table 2. Additional Factors and Measures
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Conclusions

B While 2011-12 will be a tight budget year and Iowa still has to work to eliminate its long-term
structural budget deficit, additional cuts to essential public services are not needed to balance the
2011-12 budget.

B A balanced approach that emphasizes tax expenditure transparency and accountability can
eliminate lowa’s budget deficit in the long term.

B Any increases in state spending (both appropriations and tax expenditures) beyond 2010-11
funding and any new statutory commitments into the future should be paid for by other changes
to revenues or expenditures (e.g. a state equivalent to federal pay-as-you-go rule, which already
exists for state appropriations but needs to be extended to tax policy).



