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Section 1. NEW SECTION. 422.11C ETHANOL BLENDED GASOLINE
TAX CREDIT.
1. As used in this section, unless the context otherwise

requires:

a. "Ethanol blended gasoline" means the same as defined in
section 452A.2.

b. "Gasoline" means gasoline that meets the specifications
required by the department of agriculture and land stewardship
pursuant to section 214A.2 that is dispensed through a metered
pump.

c. "Metered pump" means a motor vehicle fuel pump licensed
by the department of agriculture and land stewardship pursuant
to chapter 214.

d. "Retail dealer"” means a retail dealer as defined in
section 214A.1 who operates a metered pump at a service
station,

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

f. "Service station" means each geographic location in
this state where a retail dealer sells and dispenses gasoline
on a retail basis.

g. "Tax credit" means the designated ethanol blended

gasoline tax credit as provided in this section.

2. The taxes imposed under this division, less the credits
allowed under sections 422.12 and 422.12B, shall be reduced by
an ethanol blended gasoline tax credit for each tax year that
the taxpayer is eligible to claim the tax credit under this
section. 1In order to be eligible, all of the following must
apply:

a. The taxpayer is a retail dealer.

b. The taxpayer operates at least one service station at
which more than sixty percent of the total gallons of gasoline
sold and dispensed through one or more metered pumps by the
taxpayer in the tax year is ethanol blended gasoline.

c. The taxpayer complies with requirements of the ¢
department required to administer this section. .
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3. For each service station, the department shall to the
extent necessary in order to administer this section, require
that a retail dealer claiming a tax credit be certified to
claim the tax credit, maintain records that the retail dealer
ig eligible for the tax credit, or periodically report to the
department information about the total amount of gasoline sold
and dispensed through metered pumps, the amount of ethanol
blended gasoline sold and dispensed through metered pumps, and
the percentage of gasoline sold and dispensed through metered
pumps that is ethanol blended gasoline. The department may
make the requirements applicable under this gsection or section
452A.9A. If the department requires the taxpayer to report
the information to the department, the information is a public
record subject to examination and copying under section 22.2.

A certificate, record, or report required under this
section shall be certified by the retail dealer under
penalties for false certification as provided in section
714.8.

4. The tax credit shall be calculated separately for each
service station site operated by the taxpayer. The amount of
the tax credit for each eligible service station is two and
one-half cents multiplied by the total number of gallons of
ethanol blended gasoline sold and dispensed through all
metered pumps located at that service station during the tax
year in excess of sixty percent of all gasoline sold and
dispensed through metered pumps at that service station during
the tax year.

5. Any credit in excess of the taxpayer's tax liability
shall be refunded. 1In lieu of claiming a refund, the taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for the
following tax year.

6. An individual may claim the tax credit allowed a
partnership, limited liability company, S corporation, estate,
or trust electing to have the income taxed directly to the
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individual. The amount e¢laimed by the individual shall be
based upon the pro rata share of the individual's earnings of
a partnership, limited Mability company, S corporation,
estate, or trust.

Sec. 2. Section 422.33, Code 2001, is amended by adding
the following new subsestion:

NEW SUBSECTION. 1l1. a. As used in this subsection,
unless the context othemwise requires:

(1) "“Ethanol blended gasoline®, "gasoline", "metered
pump", "retail dealer", "sell", and "service station", mean
the same as defined in section 422.11C.

(2) "Tax credit"” memws the designated ethanol blended
gasoline tax credit as pmovided in this subsection.

b. The taxes imposell under this division shall be reduced
by an ethanol blended gmsoline tax credit for each tax year
that the taxpayer is eligible to claim the tax credit under
this subsection. In onder to be eligible, all of the
following must apply:

(1) The taxpayer is a retail dealer.

(2) The taxpayer operates at least one service station at
which more than sixty percent of the total gallons of gasoline
sold and dispensed thregh one or more metered pumps by the
taxpayer is ethanol blemded gasoline.

{(3) The taxpayer camplies with requirements_of the
department required to administer this subsection,

¢c. For each service station, the department shall to the
extent necessary in order to administer this subsection,
require that a retail dmaler claiming a tax credit be
certified to claim the ftax credit, maintain records that the
retail dealer is eligible for the tax credit, or periodically
report to the departmest information about the total amount of
gasoline sold and dispessed through metered pumps, the amount
of the gasoline classified as designated ethanol blended
gasoline sold and dispessed through metered pumps, and the .
percentage of gascline sold and dispensed through metered
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pumps that is ethanol blended gasoline. The department may
make the requirements applicable under this subsection or
section 452A.9A. If the department requires the taxpayer to
report the information, the information is a public record and
subject to examination and copying under section 22.2.

A certificate, record, or report required under this
paragraph shall be certified by the retail dealer under
penalties for false certification as provided in section
714.8.

d. The tax credit shall be calculated separately for each
service station site operated by the taxpayer. The amount of
the tax credit for each eligible service station is two and
one-half cents multiplied by the total number of gallons of
ethancl blended gasoline sold and dispensed through all
metered pumps located at that service station during the tax
year in excess of sixty percent of all gasoline sold and
dispensed thrbugh metered pumps at that service station during
the tax year.

e. Any credit in excess of the taxpayer's tax liability
shall be refunded. 1In lieu of claiming a refund, the taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for the
following tax year.

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

1. Except as otherwise provided in this section and in
this division, until June 30, 2007, this subsection shall
apply to the excise tax imposed on each gallon of motor fuel
used for any purpose for the privilege of operating motor
vehicles in this state.

a. The rate of the excise tax shall be based on the number
of gallons of ethanol blended gasoline that is distributed in
this state as expressed as a percentage of the number of
gallons of motor fuel distributed in this state, which is
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referred to as the distribution percentage. The department
shall determine the percentage basis for each determination
period beginning January 1 and ending December 31. The rate
for the excise tax shall apply for the period beginning July 1
and ending June 30 following the end of the determination
period. Information compiled by the department in order to
make its determination shall be a public record subject to
examination and copying under section 22.2.

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

(1) If the distribution percentage is not greater than
fifty percent, the rate shall be nineteen cents for ethanol
blended gasoline and twenty cents for motor fuel other than
ethanol blended gasoline.

(2) If the distribution percentage is greater than fifty
percent but not greater than fifty-five percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and one-tenth cents for motor fuel other than ethanol .
blended gasoline.

(3) If the distribution percentage is greater than fifty-
five percent but not greater than gixty percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and three-tenths cents for motor fuel other than
ethanol blended gasoline.

(4) If the distribution percentage is greater than sixty
percent but not greater than sixty-five percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and five-tenths cents for motor fuel other than ethanol
blended gascline.

(5) If the distribution percentage is greater than sixty-
five percent but not greater than seventy percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and seven-tenths cents for motor fuel other than
ethanol blended@ gasoline.

(6) If the distribution percentage is greater than seventy .
percent but not greater than seventy-five percent, the rate
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shall be nineteen cents for ethanol blended gasoline and
twenty-one cents for motor fuel other than ethanol blended
gasoline.

(7) 1If the distribution percentage is greater than
seventy-five percent but not greater than eighty percent, the
rate shall be nineteen and three-tenths cents for ethanol
blended gascline and twenty and eight-tenths cents for motor
fuel other than ethanol blended gasoline.

(8) If the distribution percentage is greater than eighty
percent but not greater than eighty-five percent, the rate
shall be nineteen and five-tenths cents for ethanol blended
gasoline and twenty and seven-tenths cents for motor fuel
other than ethanol blended gasoline.

(9) If the distribution percentage is greater than eighty-
five percent but not greater than ninety percent, the rate
shall be nineteen and seven-tenths cents for ethanol blended
gasoline and twenty and four-tenths cents for motor fuel other
than ethanol blended gasoline.

(10) If the distribution percentage is greater than ninety
percent but not greater than ninety-five percent, the rate
shall be nineteen and nine-tenths cents for ethanol blended
gasoline and twenty and one-tenth cents for motor fuel other
than ethancl blended gasoline.

(11) If the distribution percentage is greater than
ninety-five percent, the rate shall be twenty cents for
ethancl blended gasoline and twenty cents for motor fuel other
than ethanol blended gasoline.

1A. Except as otherwise provided in this section and in
this division, after June 30, 2007, an excise tax of twenty
cents is imposed on each gallon of motor fuel used for any
purpose for the privilege of operating motor vehicles in this
gstate.

Sec. 4. Section 452A.3, subsection 2, paragraph b, Code
2001, is amended by striking the paragraph.

Sec. 5. NEW SECTION. 452A.9A ETHEANOL BLENDED GASOLINE
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TAX CREDIT.

The department shall to the extent necessary in order to
administer this section, require that a dealer claiming an
ethanol blended gasoline tax credit as provided in section
422.11C or section 422,33 be certified to claim the tax
credit, maintain records that the dealer is eligible for the
tax credit, or periodically .report to the department
information as otherwise required under those provisions as
part of the department's administration of this chapter. If
the department requires the taxpayer to report the information
to the department, the information is a public record subject
to examination and copying under section 22.2.

Sec. 6. APPLICABILITY.

1. Notwithstanding section 452A.3, as amended in this Act,
the excise tax imposed upon motor vehicle fuel, including
ethancl blended gascline, as provided in that section shall be
the same as provided in that section on June 30, 2001, until
July 1, 2002. The excise tax for the period beginning July 1,
2002, and ending June 30, 2003, and for each subsequent
period, shall be based on a determination made by the
department of revenue and finance as provided in section
452A.3, subsection 1.

2. The ethanol blended gasoline tax credits provided in
sections 422.11C, 422.33, and 452A.9A apply to tax years
beginning on or after January 1, 2002. The department of
revenue and finance shall perform functions, prior to the
beginning of that tax year, necessary in order to implement
the tax credits.

EXPLANATION

This bill provides for the sale of ethanol blended
gasoline. According to Code section 452A.2, this means motor
fuel containing at least 10 percent alcohol distilled from
cereal grains.

The bill provides an income tax credit for retail dealers
of gasoline who sell ethanol blended gasoline. The tax credit

-7=
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applies to both taxpayers filing as individuals under Code
section 422.11C and businesses under Code section 422.33. The
bill provides for the tax credit for each service station at
which more than 60 percent of the total gallons of gasoline
sold by the taxpayer is ethanol blended gasoline. The amount
of the tax credit is 2 1/2 cents multiplied by the total
number of gallons of ethanol blended gasoline sold at that
service station during the tax year. The bill also provides
for refund or carryforward of any credit in excess of the
taxpayer's liability.

The bill also amends provisions in Code section 452A.3 that
provide for an excise tax on each gallon of motor fuel sold in
the state. The general rate is 20 cents per gallon. The
section provides a number of exceptions. One exception
provides that until June 30, 2007, the rate is 19 cents per
gallon of ethanol blended gasoline. The bill provides that
until that date the general rate and the special rate for
ethanol blended gasoline is determined each year beginning on
July 1 and ending on June 30 by the department of revenue and
finance, based on the number of gallons of ethanol blended
gasoline distributed in this state. The general rate is
between 20 cents and 20.8 cents and the special rate for
ethanol blended gasoline is between 19 and 20 cents.

The bill contains special applicability provisions. It
provides that the tax credit applies to tax years beginning on
and after January 1, 2002, It also provides that the excise
tax provisions apply on and after July 1, 2002.

LSB 2151XC 79
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Section 1. NEW SECTION. 422,11C ETHANOL BLENDED GASOLINE
TAX CREDIT.

1. As used in this section, unless the context otherwise

requires:

a. "Ethanol blended gasoline" means the same as defined in
section 452A,2,

b. "Gasoline" means gascoline that meets the specifications
required by the department of agriculture and land stewardship
pursuant to section 214A.2 that is dispensed through a metered
pump.

c. "Metered pump" means a motor vehicle fuel pump licensed
by the department of agriculture and land stewardship pursuant
to chapter 214.

d. "Retail dealer" means a retail dealer as defined in
section 214A.1 who operates a metered pump at a service
station,

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

f. "Service station" means each geographic location in
this state where a retail dealer sells and dispenses gasoline
on a retail basis.

g. "Tax credit" means the designated ethanol blended
gasoline tax credit as provided in this section.

2, The taxes imposed under this division, less the credits
allowed under sections 422,12 and 422.12B, shall be reduced by
an ethanol blended gasoline tax credit for each tax year that
the taxpayer is eligible to claim the tax credit under this
section. In order to be eligible, all of the following must
apply:

a. The taxpayer is a retail dealer.

b. The taxpayer operates at least one service station at
which more than sixty percent of the total gallons of gasoline
sold and dispensed through one or more metered pumps by the
taxpayer in the tax year is ethanol blended gasoline,.

c. The taxpayer complies with requirements of the
department required to administer this section.

-1-
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3. For each service station, the department shall to the
extent necessary in order to administer this section, require
that a retail dealer claiming a tax credit be certified to
claim the tax credit, maintain records that the retail dealer
is eligible for the tax credit, or periodically report to the
department information about the total amount of gasoline sold
and dispensed through metered pumps, the amount of ethanocl
blended gasoline sold and dispensed through metered pumps, and
the percentage of gasoline sold and dispensed through metered
pumps that is ethanol blended gasoline. The department may
make the requirements applicable under this section or section
452A.9A, If the department requires the taxpayer to report
the information to the department, the information is a public
record subject to examination and copying under section 22.2.

A certificate, record, or report required under this
section shall be certified by the retail dealer under
penalties for false certification as provided in section
714.8.

4. The tax credit shall be calculated separately for each
service station site operated by the taxpayer. The amount of
the tax credit for each eligible service station is two and
one-half cents multiplied by the total number of gallons of
ethanol blended gasoline sold and dispensed through all
metered pumps located at that service station during the tax
year in excess of sixty percent of all gasoline sold and
dispensed through metered pumps at that service station during
the tax year.

5. Any credit in excess of the taxpayer's tax liability
shall be refunded. 1In lieu of claiming a refund, the taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for the
following tax year.

6. An individual may claim the tax credit allowed a
partnership, limited liability company, S corporation, estate,
or trust electing to have the income taxed directly to the

-2-



X NN s W N

W W W W W W NN NN N NN NN N N e e e e
VI e W N O O Ul WP O W ®m SO s W = O W

S.F. 3” H.F.

individual. The amount claimed by the individual shall be
based upon the pro rata share of the individual's earnings of
a partnership, limited liability company, S corporation,
estate, or trust.

Sec. 2. Section 422,33, Code 2001, is amended by adding
the following new subsection:

NEW SUBSECTION, 1l1. a. As used in this subsection,
unless the context otherwise requires:

{l) "Ethanol blended gasoline", "gasoline", "metered
pump", "retail dealer"”, "sell", and "service station", mean
the same as defined in section 422.11C.

(2) "Tax credit” means the designated ethanol blended
gasoline tax credit as provided in this subsection.

b. The taxes imposed under this division shall be reduced
by an ethanol blended gasoline tax credit for each tax year
that the taxpayer 1s eligible to claim the tax credit under
this subsection. In order to be eligible, all of the
following must apply:

(1) The taxpayer is a retail dealer.

{2) The taxpayer operates at least one service station at
which more than sixty percent of the total gallons of gasoline
sold and dispensed through one or more metered pumps by the
taxpayer is ethanol blended gasoline.

(3) The taxpayer complies with requirements of the
department required to administer this subsection.

c. For each service station, the department shall to the
extent necessary in order to administer this subsection,
require that a retail dealer claiming a tax credit be
certified to claim the tax credit, maintain records that the
retail dealer is eligible for the tax credit, or periodically
report to the department information about the total amount of
gasoline sold and dispensed through metered pumps, the amount
of the gasoline classified as designated ethanol blended
gasoline sold and dispensed through metered pumps, and the
percentage of gasoline sold and dispensed through metered
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pumps that is ethanol blended gascline. The department may
make the requirements applicable under this subsection or
section 452A.9A. If the department requires the taxpayer to
report the information, the information is a public record and
subject to examination and copying under section 22.2.

A certificate, record, or report required under this
paragraph shall be certified by the retail dealer under
penalties for false certification as provided in section
714.8.

d. The tax credit shall be calculated separately for each
service station site operated by the taxpayer. The amount of
the tax credit for each eligible service station is two and
one-half cents multiplied by the total number of gallons of
ethanol blended gasoline sold and dispensed through all
metered pumps located at that service station during the tax
year in excess of sixty percent of all gasoline sold and
dispensed through metered pumps at that service station during
the tax year.

e. Any credit in excess of the taxpayer's tax liability
shall be refunded. 1In lieu of claiming a refund, the taxpayer
may elect to have the overpayment shown on the taxpayer's
final, completed return credited to the tax liability for the
following tax year.

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

1. Except as otherwise provided in this section and in
this division, until June 30, 2007, this subsection shall
apply to the excise tax imposed on each gallon of motor fuel
used for any purpose for the privilege of operating motor
vehicles in this state.

a. The rate of the excise tax shall be based on the number
of gallons of ethanol blended gasoline that is distributed in
this state as expressed as a percentage of the number of
gallons of motor fuel distributed in this state, which is
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referred to as the distribution percentage. The department .
shall determine the percentage basis for each determination
pericd beginning January 1 and ending December 31, The rate
for the excise tax shall apply for the period beginning July 1
and ending June 30 following the end of the determination
period., Information compiled by the department in order to
make its determination shall be a public record subject to
examination and copying under section 22.2.

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

(1) If the distribution percentage is not greater than
fifty percent, the rate shall be nineteen cents for ethanol
blended gasoline and twenty cents for motor fuel other than
ethanol blended gasoline.

(2) If the distribution percentage is greater than fifty
percent but not greater than fifty-five percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and cone-tenth cents for motor fuel other than ethanol
blended gasoline.

(3) If the distribution percentage is greater than fifty-
five percent but not greater than sixty percent, the rate
shall be nineteen cents for ethanocl blended gasoline and
twenty and three-tenths cents for motor fuel other than
ethanol blended gasoline.

(4) If the distribution percentage is greater than sixty
percent but not greater than sixty-five percent, the rate
shall be nineteen cents for ethanol blended gasoline and
twenty and five-tenths cents for motor fuel other than ethanol
blended gasoline.

(5) If the distribution percentage is greater than sixty-
five percent but not greater than seventy percent, the rate
shall be nineteen cents for ethancl blended gascline and
twenty and seven-tenths cents for motor fuel other than
ethanol blended gasoline.

(6) If the distribution percentage is greater than seventy
percent but not greater than seventy-five percent, the rate .

_5_
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shall be nineteen cents for ethanol blended gasoline and
twenty—-one cents for motor fuel other than ethanol blended
gascline.

(7) If the distribution percentage is greater than
seventy-five percent but not greater than eighty percent, the
rate shall be nineteen and three-tenths cents for ethanol
blended gasoline and twenty and eight-tenths cents for motor
fuel other than ethanol blended gasoline.

(8) 1If the distribution percentage is greater than eighty
percent but not greater than eighty-five percent, the rate
shall be nineteen and five-tenths cents for ethanol blended
gasoline and twenty and seven—-tenths cents for motor fuel
other than ethanol blended gasoline.

{(9) If the distribution percentage is greater than eighty-
five percent but not greater than ninety percent, the rate
shall be nineteen and seven-tenths cents for ethanol blended
gasoline and twenty and four-tenths cents for motor fuel other
than ethanol blended gasoline.

(10) If the distribution percentage is greater than ninety
percent but not greater than ninety-five percent, the rate
shall be nineteen and nine-tenths cents for ethancl blended
gasoline and twenty and one-tenth cents for motor fuel other
than ethancl blended gasoline,

(l11) If the distribution percentage is greater than
ninety-five percent, the rate shall be twenty cents for
ethanol blended gascoline and twenty cents for motor fuel other
than ethanol blended gasoline.

1A. Except as otherwise provided in this section and in
this divisicon, after June 30, 2007, an excigse tax of twenty
cents is imposed on each gallon of motor fuel used for any
purpose for the privilege of operating motor vehicles in this

state.
Sec. 4. Section 452A.3, subsection 2, paragraph b, Code
2001, is amended by striking the paragraph.

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

—-6-
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TAX CREDIT.

The department shall to the extent necessary in order to

.

administer this section, require that a er claiming an
ethanol blended gasoline tax credit as provided in section
422.11Cm9r section 422.33 be certified to claim the tax
credit, maintain records that the dealer is eligible for the
tax credit, or periodically report to the department
information as otherwise required under those provisions as
part of the department's administration of this chapter. If
the department requires the taxpayer to report the information
to the department, the information is a public record subject
to examination and copying under section 22.2.

Sec. 6. APPLICABILITY.

1., Notwithstanding section 452A.3, as amended in this Act,
the excise tax imposed upon motor vehicle fuel, including
ethancl blended gasoline, as provided in that section shall be
the same as provided in that section on June 30, 2001, until
July 1, 2002. The excise tax for the periocd beginning July 1,

2002, and ending June 30, 2003, and for each subsequent
period, shall be based on a determination made by the
department of revenue and finance as provided in section
452A.3, subsection 1.

2. The ethanol blended gasoline tax credits provided in
sections 422.11C, 422.33, and 452A.9A apply to tax years
beginning on or after January 1, 2002. The department of
revenue and finance shall perform functions, prior to the
beginning of that tax year, necessary in order to implement
the tax credits.

EXPLANATION

This bill provides for the sale of ethanol blended
gasoline. According to Code section 452A.2, this means motor
fuel containing at least 10 percent alcohol distilled from
cereal grains.

The bill provides an income tax credit for retail dealers
of gasoline who sell ethanol blended gasoline. The tax credit

-7
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applies to both taxpayers filing as individuals under Code
section 422.11C and businesses under Code section 422.33., The
bill provides for the tax credit for each service station at
which more than 60 percent of the total gallons of gasoline
sold by the taxpayer is ethanol blended gasoline. The amount
of the tax credit is 2 1/2 cents multiplied by the total
number of gallons of ethanol blended gasoline sold at that
service station during the tax year. The bill also provides
for refund or carryforward of any credit in excess of the
taxpayer's liability.

The bill alsoc amends ptrovisions in Code section 452A.3 that
provide for an excise tax on each gallon of motor fuel sold in
the state. The general rate is 20 cents per gallon. The
section provides a number of exceptions. One exception
provides that until June 30, 2007, the rate is 19 cents per
gallon of ethanol blended gascline. The bill provides that
until that date the general rate and the special rate for
ethanol blended gasoline is determined each year beginning on
July 1 and ending on June 30 by the department of revenue and
finance, based on the number of gallons of ethanol blended
gasoline distributed in this state. The general rate is
between 20 cents and 20.8 cents and the special rate for
ethanol blended gasoline is between 19 and 20 cents.

The bill contains special applicability provisions. It
provides that the tax credit applies to tax years beginning on
and after January 1, 2002, It also provides that the excise
tax provisions apply on and after July 1, 2002.

LSB 2151sV 79
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SENATE CLIP SHEET MARCH 29, 2001 Page 5

SENATE FILE 320

‘ FISCAL NOTE

A fiscal note for Senate File 320 is hereby submitted pursuant to Joint Rule
17. Data used in developing this fiscal note is avallable from the Legislative
Fiscali Bureau tc members of the Legislature upon request.

Senate File 320 creates tax incentives desigred to increase the use of gasoline
contalning at least 10.0% alcohol blended from grain cereals {(ethanol).

The Bill creates an 1ndividual or corporate income tax credit egqual to 2.5
cents for each gallon of ethanol scld at a retall] service station above a 60.0%
threshold. The threshold is calculated by dividing the total number of ¢tharcl
gallons sold in a caiendar year ar the statior by the total number of ethancol
and gasoline galileons sold at that station during the same year. The tax credit
is first available for ethanol gallons sold in calendar year 2002.

The Billl also preovides for changes 1in the per-gallon tax on gasoline and
ethanol. Currently, the State taxes gasoline at 20.0 cents per gallon and
ethanol at i9.0 cents. The Bill provides for changes in the tax rates based on
the gallons of ethanol scld 1in the State during the previous calendar year
compared to the total galleons of ethanol and gasoline scld during the same
pericd. The following tax schedule would first be implemented on July 1, 2002,
and would ke effective through June 30, 2007.

Ethancl Etharol Gasoline
. Percentage Tax Tax
x\rr374x )
0% -~ 50% 19.0 20.0
50% ~ 55% 19.0 2.1
55% ~ &0% 19.0 20.3
60% ~ 65% 19.0 20.5
65% - 70% 1%.0 20.7
70% - 75% 19.0 21.0
75% - B80% 19.2 20.8
80% - 85% 19.5 20.7
65% - 90% 19.7 20.4
90% - 95% 19.9 20.1
95% - 100% 20.0 20.0
ASSUMPTIONS
1. The price of gasoline will stay above $1.2% per gallon, and the price cof

corr will not rise to the point where production of ethanel for motor fuel
is rnot economically feasible.

2. The federal tax difference between gasoline and ethancl will not be
reduced.
3. Total gasoline and ethanol sold in Iowa in 2002 will be 1.601 biilion

gallons (3.6% above actual 2000), and the total volume will grow by 1.8%
each year through 2007.
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4. The total gallons of ethanol sold 1ﬂ Iowa in 2002 will hﬁ‘SBBO 0 mxlliqﬂ
{13.0t above actual 2000) and will grow by 5.0% each vear through 20487,
In 2002, 57.0% of all ethanol sold in lowa will be sold at stations’ qétﬁ
ethanol sales volumes greater than 68.0% of that stat;on‘e total‘sales ‘of . -
gasoline and ethanol, and the peXcentage will grow by 3.0% each year .

- through 2007. ' S S :

n

6. The average ethanol sales percentage at stations meetln& !%hs 60:0% .
threshold wiil be 66.0% in 2002 yand will arav 2.0% Q§Ch yelr :
7.  wWithout the Bill, the percentage &f ethanal solh in, Iowh wild 55~L0%
from 2002 through 2007,

8. With the Bill, the petrcleum sales volumes and the percent pf etgknql will

he as projected above.

Y )

;,!- :
The tax credit portion of the Bill wil¥ decredse General Fund fave!mes f;;om
corporate and individual income tax receipts , starting in  FY’ 26&3- The

rrcijecred impact is:

FISCAL IMPACT

fi'

FY 2003 - $0.8 million i

FY 2004 ~ $1.2 million L

FY 2005 ~ $1.6 milliion 0 Lo
Y 2006 - $2.2 million R : . e
FY 2007 - $2.9 million : . g -

o ‘,
) oy z-

The gasoline and ethanol tax portion of the:Bill will- txxat lmpaet ﬁba@‘Usd‘ﬁax,
Fund reverues 1in FY 2003. The ethanol tax incestives :in the Bill will cause
rhe percentage of ethancl soid to increase, which will lower Road Use-%ax Fund
receipts due to the cne cent differential in the State tax rate. Tﬁe
provisicons of the Bill raising the tax on gascline as the percenbage of-ethanol
sold increases will increase revenue tgo:the Fund. 1t is progtcned ;hat the .
increased gasoline tax will mcre than offset the decrease in: revenudg gue to
the increased ethanol market share. The projected 1ncrease is $700 006~:o SI:B
milliion per year.

. :.--: '-._

Under current federal law, an increase in ethanol sales reduces !ederal“ﬁighu;y .
funds received by Iowa. The amount of federal fuel tax pevenues: remldked by .a .
state to the federal Highway Trust Fund is used asg: a.fachr An det&rmxnxng
federal highway apportionments to 3tates. Because the & deral rax on-ethanol
1s 5.3 cents per gallon less than gasoline, 1ncreasﬁ§§ sales percentage of
ethanol will decrease Jowa's contribution to the federgd : HighwWay Trust Fund,
which in turn will reduce Iowa's apportionment of cevenuea from-the Fdad The
amount of impact on %the .Rcad iUse Tax Fund cannot he estxmated because the
federal Transportation Reathorization Act sunsets on OCtober ) I 2603‘ aﬁd‘a naw
Reathorization Act could have supstantxalLy'dxffegent ptoyisaoés,; O
!.H *

e T '.'-‘“'
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FILED MARCH 28, 2001 BY DENNIS PROUTY, FISCAL DIRECTCR




