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A BILL FOR 

1 An Act providing for taxes relating to the sale of ethanol 

2 blended gasoline, making penalties applicable, and providing 

3 for the Act's applicability. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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s.F. H.F. 

1 Section 1. NEW SECTION. 422.11C ETHANOL BLENDED GASOLINE 
2 TAX CREDIT. 
3 1. As used in this section, unless the context otherwise 
4 requires: 
5 a. "Ethanol blended gasoline" means the same as defined in 
6 section 452A.2. 
7 b. "Gasoline" means gasoline that meets the specifications 
8 required by the department of agriculture and land stewardship 
9 pursuant to section 214A.2 that is dispensed through a metered 

10 pump. 
11 c. "Metered pump" means a motor vehicle fuel pump licensed 
12 by the department of agriculture and land stewardship pursuant 
13 to chapter 214. 
14 d. "Retail dealer" means a retail dealer as defined in 
15 section 214A.l who operates a metered pump at a service 
16 station. 
17 e. "Sell" means to sell on a retail basis. 
18 f. "Service station" means each geographic location in 
19 this state where a retail dealer sells and dispenses gasoline 
20 on a retail basis. 
21 g. "Tax credit" means the designated ethanol blended 
22 gasoline tax credit as provided in this section. 
23 2. The taxes imposed under this division, less the credits 
24 allowed under sections 422.12 and 422.12B, shall be reduced by 
25 an ethanol blended gasoline tax credit for each tax year that 
26 the taxpayer is eligible to claim the tax credit under this 
27 section. In order to be eligible, all of the following must 
28 apply: 
29 a. The taxpayer is a retail dealer. 
30 b. The taxpayer operates at least one service station at 
31 which more than sixty percent of the total gallons of gasoline 
32 sold and dispensed through one or more metered pumps by the 
33 taxpayer in the tax year is ethanol blended gasoline. 
34 c. The taxpayer complies with requirements of the 
35 department required to administer this section. 
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1 3. Fo.r each service station, the department shall to the 

2 extent necessary in order to administer this section, require 

3 that a retail dealer claiming a tax credit be certified to 
4 claim the tax credit, maintain records that the retail dealer 

5 is eligible for the tax credit, or periodically report to the 

6 department information about the total amount of gasoline sold 

7 and dispensed through metered pumps, the amount of ethanol 
8 blended gasoline sold and dispensed through metered pumps, and 

9 the percentage of gasoline sold and dispensed through metered 
10 pumps that is ethanol blended gasoline. The department may 
11 make the requirements applicable under this section or section 

12 452A.9A. If the department requires the taxpayer to report 

13 the information to the department, the information is a public 

14 record subject to examination and copying under section 22.2. 
15 A certificate, record, or report required under this 

16 section shall be certified by the retail dealer under 
17 penalties for false certification as provided in section 
18 714.8. 

19 4. The tax credit shall be calculated separately for each 

20 service station site operated by the taxpayer. The amount of 

21 the tax credit for each eligible service station is two and 

22 one-half cents multiplied by the total number of gallons of 

23 ethanol blended gasoline sold and dispensed through all 
24 metered pumps located at that service station during the tax 
25 year in excess of sixty percent of all gasoline sold and 

26 dispensed through metered pumps at that service station during 
27 the tax year. 

28 5. Any credit in excess of the taxpayer's tax liability 

29 shall be refunded. In lieu of claiming a refund, the taxpayer 

30 may elect to have the overpayment shown on the taxpayer's 

31 final, completed return credited to the tax liability for the 
32 following tax year. 

33 6. An individual may claim the tax credit allowed a 

34 partnership, limited liability company, s corporation, estate, 

35 or trust electing to have the income taxed directly to the 
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1 individual. The amount elaimed by the individual shall be 
2 based upon the pro rata share of the individual's earnings of 
3 a partnership, limited liability company, S corporation, 
4 estate, or trust. 

5 Sec. 2. Section 42L33, Code 2001, is amended by adding 
6 the following new subs~ion: 
7 NEW SUBSECTION. 11. a. As used in this subsection, 
8 unless the context othe.wise requires: 
9 ( 1) "Ethanol blendei gasoline", "gasoline", "metered 

10 pump", "retail dealer"• "sell", and "service station", mean 
11 the same as defined in .action 422.11C. 

12 (2) "Tax credit" msms the designated ethanol blended 
13 gasoline tax credit as ~vided in this subsection. 
14 b. The taxes imposal under this division shall be reduced 
15 by an ethanol blended ... oline tax credit for each tax year 
16 that the taxpayer is elitible to claim the tax credit under 
17 this subsection. In oaier to be eligible, all of the 
18 following must apply: 
19 ( 1) The taxpayer i• a retail dealer. 

20 (2) The taxpayer o~ates at least one service station at 
21 which more than sixty ~cent of the total gallons of gasoline 
22 sold and dispensed thrGRgh one or more metered pumps by the 
23 taxpayer is ethanol bleRded gasoline. 
24 (3) The taxpayer aa.plies with requirements.of the 
25 department required toadminister this subsection. 
26 c. For each service station, the department shall to the 
27 extent necessary in or~ to administer this subsection, 
28 require that a retail tlaler claiming a tax credit be 
29 certified to claim the tax credit, maintain records that the 
30 retail dealer is eligi~e for the tax credit, or periodically 
31 report to the departme.r information about the total amount of 
32 gasoline sold and dis~ed through metered pumps, the amount 
33 of the gasoline classified as designated ethanol blended 
34 gasoline sold and dispsaed through metered pumps, and the 
35 percentage of gasoline .old and dispensed through metered 
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1 pumps that is ethanol blended gasoline. The department may 

2 make the requirements applicable under this subsection or 
3 section 452A.9A. If the department requires the taxpayer to 

4 report the information, the information is a public record and 
5 subject to examination and copying under section 22.2. 

6 A certificate, record, or report required under this 
7 paragraph shall be certified by the retail dealer under 

8 penalties for false certification as provided in section 

9 714.8. 
10 d. The tax credit shall be calculated separately for each 

11 service station site operated by the taxpayer. The amount of 
12 the tax credit for each eligible service station is two and 
13 one-half cents multiplied by the total number of gallons of 

14 ethanol blended gasoline sold and dispensed through all 
15 metered pumps located at that service station during the tax 

16 year in excess of sixty percent of all gasoline sold and 

17 dispensed through metered pumps at that service station during 

18 the tax year. 
19 e. Any credit in excess of the taxpayer's tax liability 

20 shall be refunded. In lieu of claiming a refund, the taxpayer 
21 may elect to have the overpayment shown on the taxpayer's 
22 final, completed return credited to the tax liability for the 
23 following tax year. 

24 Sec. 3. Section 452A.3, subsection 1, Code 2001, is 
25 amended by striking the subsection and inserting in lieu 

26 thereof the following: 

27 1. Except as otherwise provided in this section and in 
28 this division, until June 30, 2007, this subsection shall 

29 apply to the excise tax imposed on each gallon of motor fuel 
30 used for any purpose for the privilege of operating motor 

31 vehicles in this state. 

32 a. The rate of the excise tax shall be based on the number 

33 of gallons of ethanol blended gasoline that is distributed in 

34 this state as expressed as a percentage of the number of 

35 gallons of motor fuel distributed in this state, which is 
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1 referred to as the distribution percentage. The department 
2 shall determine the percentage basis for each determination 
3 period beginning January 1 and ending December 31. The rate 
4 for the excise tax shall apply for the period beginning July 1 
5 and ending June 30 following the end of the determination 
6 period. Information compiled by the department in order to 
7 make its determination shall be a public record subject to 
8 examination and copying under section 22.2. 

9 b. The rate for the excise tax shall be as follows: 
10 (1) If the distribution percentage is not greater than 
11 fifty percent, the rate shall be nineteen cents for ethanol 
12 blended gasoline and twenty cents for motor fuel other than 
13 ethanol blended gasoline. 
14 (2) If the distribution percentage is greater than fifty 
15 percent but not greater than fifty-five percent, the rate 
16 shall be nineteen cents for ethanol blended gasoline and 
17 twenty and one-tenth cents for motor fuel other than ethanol 
18 blended gasoline. 
19 (3) If the distribution percentage is greater than fifty-
20 five percent but not greater than sixty percent, the rate 
21 shall be nineteen cents for ethanol blended gasoline and 
22 twenty and three-tenths cents for motor fuel other than 
23 ethanol blended gasoline. 
24 (4) If the distribution percentage is greater than sixty 
25 percent but not greater than sixty-five percent, the rate 
26 shall be nineteen cents for ethanol blended gasoline and 
27 twenty and five-tenths cents for motor fuel other than ethanol 
28 blended gasoline. 
29 (5) If the distribution percentage is greater than sixty-
30 five percent but not greater than seventy percent, the rate 

31 shall be nineteen cents for ethanol blended gasoline and 

32 twenty and seven-tenths cents for motor fuel other than 

33 ethanol blended gasoline. 
34 (6) If the distribution percentage is greater than seventy 
35 percent but not greater than seventy-five percent, the rate 
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1 shall be nineteen cents for ethanol blended gasoline and 
2 twenty-one cents for motor fuel other than ethanol blended 
3 gasoline. 
4 (7) If the distribution percentage is greater than 
5 seventy-five percent but not greater than eighty percent, the 
6 rate shall be nineteen and three-tenths cents for ethanol 

7 blended gasoline and twenty and eight-tenths cents for motor 
8 fuel other than ethanol blended gasoline. 
9 (8) If the distribution percentage is greater than eighty 

10 percent but not greater than eighty-five percent, the rate 
11 shall be nineteen and five-tenths cents for ethanol blended 
12 gasoline and twenty and seven-tenths cents for motor fuel 
13 other than ethanol blended gasoline. 
14 (9) If the distribution percentage is greater than eighty-
15 five percent but not greater than ninety percent, the rate 
16 shall be nineteen and seven-tenths cents for ethanol blended 
17 gasoline and twenty and four-tenths cents for motor fuel other 
18 than ethanol blended gasoline. 
19 (10) If the distribution percentage is greater than ninety 
20 percent but not greater than ninety-five percent, the rate 
21 shall be nineteen and nine-tenths cents for ethanol blended 
22 gasoline and twenty and one-tenth cents for motor fuel other 
23 than ethanol blended gasoline. 
24 (11) If the distribution percentage is greater than 
25 ninety-five percent, the rate shall be twenty cents for 
26 ethanol blended gasoline and twenty cents for motor fuel other 
27 than ethanol blended gasoline. 
28 lA. Except as otherwise provided in this section and in 
29 this division, after June 30, 2007, an excise tax of twenty 
30 cents is imposed on each gallon of motor fuel used for any 

31 purpose for the privilege of operating motor vehicles in this 
32 state. 

33 Sec. 4. Section 452A.3, subsection 2, paragraph b, Code 
34 2001, is amended by striking the paragraph. 
35 Sec. 5. NEW SECTION. 452A.9A ETHANOL BLENDED GASOLINE 
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1 TAX CREDIT. 
2 The department shall to the extent necessary in order to 
3 administer this section, require that a dealer claiming an 
4 ethanol blended gasoline tax credit as provided in section 

5 422.11C or section 422.33 be certified to claim the tax 
6 credit, maintain records that the dealer is eligible for the 
7 tax credit, or periodically report to the department 

those provisions 
of this chapter. 

as 
If 

8 information as otherwise required under 
9 part of the department's administration 

10 the department requires the taxpayer to 
11 to the department, the information is a 

report 
public 

the information 
record subject 

12 

13 

to examination and copying under section 22.2. 
Sec. 6. APPLICABILITY. 

14 1. Notwithstanding section 452A.3, as amended in this Act, 

15 the excise tax imposed upon motor vehicle fuel, including 
16 ethanol blended gasoline, as provided in that section shall be 
17 the same as provided in that section on June 30, 2001, until 
18 July 1, 2002. The excise tax for the period beginning July 1, 

19 2002, and ending June 30, 2003, and for each subsequent 
20 period, shall be based on a determination made by the 
21 department of revenue and finance as provided in section 

22 452A.3, subsection ~· 
23 2. The ethanol blended gasoline tax credits provided in 
24 sections 422.11C, 422.33, and 452A.9A apply to tax years 
25 beginning on or after January 1, 2002. The department of 
26 revenue and finance shall perform functions, prior to the 
27 beginning of that tax year, necessary in order to implement 
28 the tax credits. 

29 EXPLANATION 
30 This bill provides for the sale of ethanol blended 

31 gasoline. According to Code section 452A.2, this means motor 
32 fuel containing at least 10 percent alcohol distilled from 
33 cereal grains. 
34 The bill provides an income tax credit for retail dealers 
35 of gasoline who sell ethanol blended gasoline. The tax credit 
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1 applies to both taxpayers filing as individuals under Code 

2 section 422.11C and businesses under Code section 422.33. The 

3 bill provides for the tax credit for each service station at 

4 which more than 60 percent of the total gallons of 

5 sold by the taxpayer is ethanol blended gasoline. 
6 of the tax credit is 2 l/2 cents multiplied by the 

gasoline 

The amount 

total 
7 number of gallons of ethanol blended gasoline sold at that 
8 service station during the tax year. The bill also provides 

9 for refund or carryforward of any credit in excess of the 
10 taxpayer's liability. 

11 The bill also amends provisions in Code section 452A.3 that 

12 provide for an excise tax on each gallon of motor fuel sold in 
13 the state. The general rate is 20 cents per gallon. The 

14 section provides a number of exceptions. One exception 
15 provides that until June 30, 2007, the rate is 19 cents per 
16 gallon of ethanol blended gasoline. The bill provides that 

17 until that date the general rate and the special rate for 
18 ethanol blended gasoline is determined each year beginning on 

19 July 1 and ending on June 30 by the department of revenue and 
20 finance, based on the number of gallons of ethanol blended 

21 gasoline distributed in this state. The general rate is 
22 between 20 cents and 20.8 cents and the special rate for 
23 ethanol blended gasoline is between 19 and 20 cents. 
24 The bill contains special applicability provisions. It 

25 provides that the tax credit applies to tax years beginning on 

26 and after January 1, 2002. It also provides that the excise 

27 tax provisions apply on and after July 1, 2002. 

28 

29 
30 

31 

32 

33 

34 

35 
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S.F. H.F. 

l Section l. NEW SECTION. 422.llC ETHANOL BLENDED GASOLINE 

2 TAX CREDIT. 

3 l. As used in this section, unless the context otherwise 

4 requires: 

5 a. "Ethanol blended gasoline" means the same as defined in 

6 section 452A.2. 

7 b. ''Gasoline" means gasoline that meets the specifications 

8 required by the department of agriculture and land stewardship 

9 pursuant to section 214A.2 that is dispensed through a metered 

10 pump. 

11 c. "Metered pump" means a motor vehicle fuel pump licensed 

12 by the department of agriculture and land stewardship pursuant 

13 to chapter 214. 

14 d. ''Retail dealer'' means a retail dealer as defined in 

15 section 214A.l who operates a metered pump at a service 

16 station. 

17 e. ''Sell" means to sell on a retail basis. 

18 f. "Service station" means each geographic location in 

19 this state where a retail dealer sells and dispenses gasoline 

20 on a retail basis. 

21 g. "Tax credit" means the designated ethanol blended 

22 gasoline tax credit as provided in this section. 

23 2. The taxes imposed under this division, less the credits 

24 allowed under sections 422.12 and 422.12B, shall be reduced by 

25 an ethanol blended gasoline tax credit for each tax year that 

26 the taxpayer is eligible to claim the tax credit under this 

27 section. In order to be eligible, all of the following must 

28 apply: 

29 a. The taxpayer is a retail dealer. 

30 b. The taxpayer operates at least one service station at 

31 which more than sixty percent of the total gallons of gasoline 

32 sold and dispensed through one or more metered pumps by the 

33 taxpayer in the tax year is ethanol blended gasoline. 

34 c. The taxpayer complies with requirements of the 

35 department required to administer this section. 
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1 3. For each service station, the department shall to the 

2 extent necessary in order to administer this section, require 

3 that a retail dealer claiming a tax credit be certified to 

4 claim the tax credit, maintain records that the retail dealer 

5 is eligible for the tax credit, or periodically report to the 

6 department information about the total amount of gasoline sold 

7 and dispensed through metered pumps, the amount of ethanol 

8 blended gasoline sold and dispensed through metered pumps, and 

9 the percentage of gasoline sold and dispensed through metered 

10 pumps that is ethanol blended gasoline. The department may 

11 make the requirements applicable under this section or section 

12 452A.9A. If the department requires the taxpayer to report 

13 the information to the department, the information is a public 

14 record subject to examination and copying under section 22.2. 

15 A certificate, record, or report required under this 

16 section shall be certified by the retail dealer under 

17 penalties for false certification as provided in section 

18 714.8. 

19 4. The tax credit shall be calculated separately for each 

20 service station site operated by the taxpayer. The amount of 

21 the tax credit for each eligible service station is two and 

22 one-half cents multiplied by the total number of gallons of 

23 ethanol blended gasoline sold and dispensed through all 

24 metered pumps located at that service station during the tax 

25 year in excess of sixty percent of all gasoline sold and 

26 dispensed through metered pumps at that service station during 

27 the tax year. 

28 5. Any credit in excess of the taxpayer's tax liability 

29 shall be refunded. In lieu of claiming a refund, the taxpayer 

30 may elect to have the overpayment shown on the taxpayer's 

31 final, completed return credited to the tax liability for the 

32 following tax year. 

33 6. An individual may claim the tax credit allowed a 

34 partnership, limited liability company, S corporation, estate, 

35 or trust electing to have the income taxed directly to the 
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1 individual. The amount claimed by the individual shall be 

2 based upon the pro rata share of the individual's earnings of 

3 a partnership, limited liability company, S corporation, 

4 estate, or trust. 

5 Sec. 2. Section 422.33, Code 2001, is amended by adding 

6 the following new subsection: 

7 NEW SUBSECTION. 11. a. As used in this subsection, 

8 unless the context otherwise requires: 

9 (1) "Ethanol blended gasoline'', ''gasoline", ''metered 

10 pump", "retail dealer", "sell", and "service station'', mean 

11 the same as defined in section 422.11C. 

12 (2) "Tax credit'' means the designated ethanol blended 

13 gasoline tax credit as provided in this subsection. 

14 b. The taxes imposed under this division shall be reduced 

15 by an ethanol blended gasoline tax credit for each tax year 

16 that the taxpayer is eligible to claim the tax credit under 

17 this subsection. In order to be eligible, all of the 

18 following must apply: 

19 (1) The taxpayer is a retail dealer. 

20 (2) The taxpayer operates at least one service station at 

21 which more than sixty percent of the total gallons of gasoline 

22 sold and dispensed through one or more metered pumps by the 

23 taxpayer is ethanol blended gasoline. 

24 (3) The taxpayer complies with requirements of the 

25 department required to administer this subsection. 

26 c. For each service station, the department shall to the 

27 extent necessary in order to administer this subsection, 

28 require that a retail dealer claiming a tax credit be 

29 certified to claim the tax credit, maintain records that the 

30 retail dealer is eligible for the tax credit, or periodically 

31 report to the department information about the total amount of 

32 gasoline sold and dispensed through metered pumps, the amount 

33 of the gasoline classified as designated ethanol blended 

34 gasoline sold and dispensed through metered pumps, and the 

35 percentage of gasoline sold and dispensed through metered 
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1 pumps that is ethanol blended gasoline. The department may 

2 make the requirements applicable under this subsection or 

3 section 452A.9A. If the department requires the taxpayer to 

4 report the information, the information is a public record and 

5 subject to examination and copying under section 22.2. 

6 A certificate, record, or report required under this 

7 paragraph shall be certified by the retail dealer under 

8 penalties for false certification as provided in section 

9 714.8. 

10 d. The tax credit shall be calculated separately for each 

11 service station site operated by the taxpayer. The amount of 

12 the tax credit for each eligible service station is two and 

13 one-half cents multiplied by the total number of gallons of 

14 ethanol blended gasoline sold and dispensed through all 

15 metered pumps located at that service station during the tax 

16 year in excess of sixty percent of all gasoline sold and 

17 dispensed through metered pumps at that service station during 

18 the tax year. 

19 e. Any credit in excess of the taxpayer's tax liability 

20 shall be refunded. In lieu of claiming a refund, the taxpayer 

21 may elect to have the overpayment shown on the taxpayer's 

22 final, completed return credited to the tax liability for the 

23 following tax year. 

24 Sec. 3. Section 452A.3, subsection 1, Code 2001, is 

25 amended by striking the subsection and inserting in lieu 

26 thereof the following: 

27 1. Except as otherwise provided in this section and in 

28 this division, until June 30, 2007, this subsection shall 

29 apply to the excise tax imposed on each gallon of motor fuel 

30 used for any purpose for the privilege of operating motor 

31 vehicles in this state. 

32 a. The rate of the excise tax shall be based on the number 

33 of gallons of ethanol blended gasoline that is distributed in 

34 this state as expressed as a percentage of the number of 

35 gallons of motor fuel distributed in this state, which is 
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1 referred to as the distribution percentage. The department 

2 shall determine the percentage basis for each determination 

3 period beginning January 1 and ending December 31. The rate 

4 for the excise tax shall apply for the period beginning July 1 

5 and ending June 30 following the end of the determination 

6 period. Information compiled by the department in order to 

7 make its determination shall be a public record subject to 

8 examination and copying under section 22.2. 

9 b. The rate for the excise tax shall be as follows: 

10 (1) If the distribution percentage is not greater than 

11 fifty percent, the rate shall be nineteen cents for ethanol 

12 blended gasoline and twenty cents for motor fuel other than 

13 ethanol blended gasoline. 

14 (2) If the distribution percentage is greater than fifty 

15 percent but not greater than fifty-five percent, the rate 

16 shall be nineteen cents for ethanol blended gasoline and 

17 twenty and one-tenth cents for motor fuel other than ethanol 

18 blended gasoline. 

19 (3) If the distribution percentage is greater than fifty-

20 five percent but not greater than sixty percent, the rate 

21 shall be nineteen cents for ethanol blended gasoline and 

22 twenty and three-tenths cents for motor fuel other than 

23 ethanol blended gasoline. 

24 (4) If the distribution percentage is greater than sixty 

25 percent but not greater than sixty-five percent, the rate 

26 shall be nineteen cents for ethanol blended gasoline and 

27 twenty and five-tenths cents for motor fuel other than ethanol 

28 blended gasoline. 

29 (5) If the distribution percentage is greater than sixty-

30 five percent but not greater than seventy percent, the rate 

31 shall be nineteen cents for ethanol blended gasoline and 

32 twenty and seven-tenths cents for motor fuel other than 

33 ethanol blended gasoline. 

34 (6) If the distribution percentage is greater than seventy 

35 percent but not greater than seventy-five percent, the rate 
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1 shall be nineteen cents for ethanol blended gasoline and 

2 twenty-one cents for motor fuel other than ethanol blended 

3 gasoline. 

4 (7) If the distribution percentage is greater than 

5 seventy-five percent but not greater than eighty percent, the 

6 rate shall be nineteen and three-tenths cents for ethanol 

7 blended gasoline and twenty and eight-tenths cents for motor 

8 fuel other than ethanol blended gasoline. 

9 (8) If the distribution percentage is greater than eighty 

10 percent but not greater than eighty-five percent, the rate 

11 shall be nineteen and five-tenths cents for ethanol blended 

12 gasoline and twenty and seven-tenths cents for motor fuel 

13 other than ethanol blended gasoline. 

14 (9) If the distribution percentage is greater than eighty-

15 five percent but not greater than ninety percent, the rate 

16 shall be nineteen and seven-tenths cents for ethanol blended 

17 gasoline and twenty and four-tenths cents for motor fuel other 

18 than ethanol blended gasoline. 

19 (10) If the distribution percentage is greater than ninety 

20 percent but not greater than ninety-five percent, the rate 

21 shall be nineteen and nine-tenths cents for ethanol blended 

22 gasoline and twenty and one-tenth cents for motor fuel other 

23 than ethanol blended gasoline. 

24 (11) If the distribution percentage is greater than 

25 ninety-five percent, the rate shall be twenty cents for 

26 ethanol blended gasoline and twenty cents for motor fuel other 

27 than ethanol blended gasoline. 

28 lA. Except as otherwise provided in this section and in 

29 this division, after June 30, 2007, an excise tax of twenty 

30 cents is imposed on each gallon of motor fuel used for any 

31 purpose for the privilege of operating motor vehicles in this 

32 state. 

33 Sec. 4. Section 452A.3, subsection 2, paragraph b, Code 

34 2001, is amended by striking the paragraph. 

35 Sec. 5. NEW SECTION. 452A.9A ETHANOL BLENDED GASOLINE 

-6-
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l TAX CREDIT. 

2 The department shall to the extent necessary in order to 

3 administer this section, require that a . 'or claiming an 

4 ethanol blended gasoline tax credit as providen in section 

5 422.11C,~r section 422.33 be certified to claim the tax 

6 credit, maintain records that the dealer is eligible for the 

7 tax credit, or periodically report to the department 

8 information as otherwise required under those provisions as 

9 part of the department's administration of this chapter. If 

10 the department requires the taxpayer to report the information 

11 to the department, the information is a public record subject 

12 to examination and copying under section 22.2. 

13 Sec. 6. APPLICABILITY. 

14 l. Notwithstanding section 452A.3, as amended in this Act, 

15 the excise tax imposed upon motor vehicle fuel, including 

16 ethanol blended gasoline, as provided in that section shall be 

17 the same as provided in that section on June 30, 2001, until 

18 July l, 2002. The excise tax for the period beginning July 1, 

19 2002, and ending June 30, 2003, and for each subsequent 

20 period, shall be based on a determination made by the 

21 department of revenue and finance as provided in section 

22 452A.3, subsection 1. 

23 2. The ethanol blended gasoline tax credits provided in 

24 sections 422.11C, 422.•j3, and 452A.9A apply to tax years 

25 beginning on or after January 1, 2002. The department of 

26 revenue and finance shall perform functions, prior to the 

27 beginning of that tax year, necessary in order to implement 

28 the tax credits. 

29 EXPLANATION 

30 This bill provides for the sale of ethanol blended 

31 gasoline. According to Code section 452A.2, this means motor 

32 fuel containing at least 10 percent alcohol distilled from 

33 cereal grains. 

34 The bill provides an income tax credit for retail dealers 

35 of gasoline who sell ethanol blended gasoline. The tax credit 
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l applies to both taxpayers filing as individuals under Code 

2 section 422.llC and businesses under Code section 422.33. The 

3 bill provides for the tax credit for each service station at 

4 which more than 60 percent of the total gallons of gasoline 

5 sold by the taxpayer is ethanol blended gasoline. The amount 

6 of the tax credit is 2 l/2 cents multiplied by the total 

7 number of gallons of ethanol blended gasoline sold at that 

8 service station during the tax year. The bill also provides 

9 for refund or carryforward of any credit in excess of the 

10 taxpayer's liability. 

11 The bill also amends provisions in Code section 452A.3 that 

12 provide for 

13 the state. 

an excise tax on each gallon of motor fuel sold in 

The general rate is 20 cents per gallon. The 

14 section provides a number of exceptions. One exception 

15 provides that until June 30, 2007, the rate is 19 cents per 

16 gallon of ethanol blended gasoline. The bill provides that 

17 until that date the general rate and the special rate for 

18 ethanol blended gasoline is determined each year beginning on 

19 July l and ending on June 30 by the department of revenue and 

20 finance, based on the number of gallons of ethanol blended 

21 gasoline distributed in this state. The general rate is 

22 between 20 cents and 20.8 cents and the special rate for 

23 ethanol blended gasoline is between 19 and 20 cents. 

24 The bill contains special applicability provisions. It 

25 provides that the tax credit applies to tax years beginning on 

26 and after January 1, 2002. It also provides that the excise 

27 tax provisions apply on and after July 1, 2002. 

28 

29 

30 

31 

32 

33 

34 

35 
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A fiscal note for Senate Fi~e 320 is hereby s~;bm.:tted pursuant to Joir.t Rule 
17. Data used in deve~op:ng this fiscal note is available from the Legislative 
F:sca~ Bureau to merrbe~s of Lhe Legislature ~pon ~equ~s~. 

Senate File 320 creates tax incentives designed to 1ncrease the use of gasoline 
containing at least lO.Ot alcohol blended from grain cereals (e":hanol). 

The Bill creates an individual or corporate income tax credit equal to 2.5 
ce~ts for each gallon of ethane: sold at a reta~J service station above a 60.0~ 

threshold. The threshold is calculated by dividing the total n'.lmber of cthar.ol 
gallons sold i!l a calendar year. at the statior. by the tot~a'!. number of ethanol 
and gasoline ga:.lor.s sold at that. station dJring the same year. The tax credit 
is first available for et~anol ga~lons sold in calendar year 2002. 

The Bill also provides fa::- changes ir, t~e per-ga:!..lon tax on gasoline and 
ethanol. Currer.tly, the State taxes gasoline at 20.0 cents per gal1or. and 
ethanol at 19.0 cents. The Bill prov~des for changes in the tax rates based on 
the gallons of etha~ol sold in the State during the previous calendar year 
compared to the total gallons of ethanol and gasoline sold durinq the same 
period. The fal:owing ~ax sct1edule would first be implemented on July 1, 2002. 
and would be effeclive th1ough June 30, 2007. 

Ethanol Ethar.ol Gasoline 
Percentage Tax Tax 

x\:rr374x ------- -----
0~ - Sot ;.9.0 20.0 

50% - 'iS~ 19.0 2C.1 
55% - 60~ 19.0 20.3 
60% - &5~ 19.0 20.5 
65% - 70% 19.0 2C.7 
70% - 75l, 19.0 21.0 
75% - 80\, 19.3 20.8 
80% - 85% 19.5 20.7 
85% - 90% 19.7 20. 4 
90% - 95% 19.9 20.1 
95* - lUO% 20.0 20.0 

ASSUMPTIONS 

1. The pnce of gasoHne wlll stay above $1.25 per gallon, and the price of 
carr. will not rise to the point where production of ethanol for motor fuel 
is r.ot economically feasible. 

2. The federal tax difference between gasoline and ethanol will not be 
reduced. 

3. Total gasoline and ethanol sold in Iowa in 2002 will be 1.601 b~~lion 
gallons (3.6% above actual 20001, and the total volume will grow by 1.8% 
each year through 2007. 
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The total gallons of ethanol sold {~ Iowa in 2002 "'ill ~ .$8.SO; 0 ntill.iqrl 
(13.0t above actoal 20001 and will'grow by' 5.0~ -each y~aT th.rough 20!17,· 
In 2C02, 57.0% of ac l ethanol sold in Iowa will be sold ,'~:t ~tat;,ions ..fitll 
ethanol sales volumes greater than 6.0. 0% of th3t s'tation .,. total\ sales." of' 
g3soline and ethanol. and the pe1'cent3ge will. grow by. 3d)% '.each y.ear 
thro~gh 2007. ' ' . ,: (; .. : · · 
The average ethanol sales percentage at stati'<ms mei!tinq ·t'j;~ 6(h0't 
threshold wid be 66.0% H1 2002 .;"'nd w1ll grQI.I bY. 2.11% ~~~ ye'ftr. 
Witho~t the 9111, the percentage Q! ethanol so~tl in I~ wil~;be 59.0% 
from 2002 through 2007. 
With the Bill, the petroleum sales volumes and 
he as projected above. 

will 

FISCAL IMPACT .: ;·~~

" ,. -~· 
The tax 
corporate 
projected 

credit portiOn 
and individual 

impact is: 

of the Bill wil·~ decrease General 
income tax receipts , surdng 

Fund· :t'ev~es ;f;'om . 
in FY • ~:\- · 'the 

~T f'' 
j-: ~ .... 

•, ·:; ~. 
·fi .. ;. 

;, 

fY 2003 $0.8 
FY 2004 .. - $1.2 
FY 2005- $1.6 
!Y 2006 - S2.2 
FY 2007 - S2. 9 

million 
million 
million 
million 
million '· ··::. ' •' } ~· ,·· ·. (_ ,;,:. 

The gasol:ne and ethanol tax portion of the:. Bill wi11 !i$t impaqt: 1\t>a~·u.sid~x ·. 
Fund revec.ues in FY 2003. The ethanol t'l>x incentives cin the B'ill' w1ll. ··cat.i)se · 
'.:he percentaae o! ethane! sold to increase, which will lOwer Road Use ~~~a'.K Fl.m·d 
rece1pts due. to :he c~e coent di f ferent:lal in the · State tax· rate·. 'I'Jtt'!: 
provisions of the Bill raising the tax on gasoline as the percentage· of'· ethanol 
sold increases wlll 1ncrease revenue to~the Fund. lt. is projected):.~;~t ti)e 
increased gasoline tax will. mere than offset the decrease in t'~vehu"tf ·'lue to 
the increased ethanol mar%et share. The pro-jected ir.crease., is ~100;.()oo,.~o $1;-8 
million per year. 

Under current federal law, <>n increase in eehanol "ales t6duces J!ede~al'~flighw&y 
funds received by Iowa. The amount of federal fuel tax "evenue-il' remitited by .·a 
state to the federal Highway Trust Fund is ust!4 as· a<:tact~r .. in det:ermiriin.g 
federal high01ay apportionments to states. Because the ~<let.al· tax ol'> .ethanol 
lS 5' 3 cents per gallon less than gasoline, incr•asl!jiq .sales perc~tage o;f 
ethanol will decrease Iowa's contribution to the feder\1 ·Righiiay Trust Fund, 
which in turn will reduce Iowa • s apportion!llent of reven<l4!!1 fJ<om the Fti!>d. TlJe 
amount o[ impact on ~he Read Use Tax Fund cannot. be.''estilll•t.ed·be~use t~ 
federal Transportar.ion Reathorization Act sunsets on Ot:toliler !,; 2i'J.o3; a}l4'"' new 
R€athorization A.ct couid have substantially .diffe~ent ptoil:aioOs.~;, -.;~ 

. ~( . --~~-~ • ·{''!-. 
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