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OLSON’S OBSERVATIONS

| would like to follow up on last week’ s topic discussing a balanced budget. Asyou know
Governor Culver presented his budget to the legislative appropriation subcommittees. After
review, State Auditor Vaudt said that the budget violated lowa’ s constitution by spending more
than 99% of state revenue. To follow up on hisreview, the Auditor sent aletter to Attorney
Genera Miller to put him on notice of an immerging budgetary problem.

One of thefirst stepsin this processis for the Majority Party to decide how much each budget
subcommittee can spend. On February 17, the Mgority Party’ s targets came out, but we were
only given part of the plan. Each of the seven budget subcommittees got its number, but those
numbers only total up to $2.5 billion. The state is expected to spend over $5 billion next year.
So if thiswas a class project, the mgjority party would be given an incomplete for their work so
far. It seemswe are putting the “cart before the horse” if we put together a budget without
knowing how much money we really have to work with. That iswhy it isimportant for lowans
to understand where all of their tax dollars are going to be spent, not just some of them.

Showing the full budget |ets everyone evaluate the choices facing our state. The Governor and
Majority leadership have pledged not to raise the state taxes you pay. While they might keep
that promise, they continue to say nothing about your property taxes. That should keep everyone
on edge. By not taking a stand against property tax increases, it is very possible that the

L egislature may shove some of the cost of government onto your property tax bill.

Not all of the details have been released concerning the budget, but the following facts are
known.

e TheMagority Party claim they are funding K-12 at the level requested by Governor
Culver, which is $170 million short of fully-funding 2 percent alowable growth and will
have to be made up by the property taxpayers.

e TheFY 2010 budget included $692 million of one-time money (stimulus funds) used to
cover FY 2010 general fund expenditures. We have no idea how much of the Cash
Reserve Fund will be used to fund general fund expendituresin FY 2011.



e Thetarget for HHSis $173 million below adjusted FY 2010. Representative Oldson,
House Appropriation chair, admitted that they will underfund Medicaid in order to
achieve thisreduction. Since Medicaid is an entitlement, that means a supplemental will
be needed next January.

Combined corporate reporting has been suggested to bring in revenue to help deal with the
budgetary problems. Most large multi-state corporations are comprised of a“parent” corporation
and a number of subsidiary corporations owned by the parent. Combined reporting essentially
treats the parent and subsidiaries as one—their incomes are combined, and the state then taxes a
share of that combined income. Critics say that adopting this practice would discourage
businesses from locating here. Choosing this could make it very hard to bring jobs to lowa.

The Joint Government Oversight Committee had a presentation from lowa Prison Industries
concerning their activities and products that are produced by inmates. All of their products that
are produced are sold to the public sector such as cities, counties and school districts. Examples
of the items produced are tables, chairs and desks. FY 2009 sales for lowa Prison Industries to
House District 83 amounted to about $55,000.

On Tuesday, the House passed HF 2453. Under thisbill, children who are born up to two years
after a parent dies have inheritance rights, those children who are concelved through medical
advancements will be entitled to Social Security benefits and parental consent must be in writing
before the death of the donor. Also, on Tuesday, the House passed HF 2456, banning texting
whiledriving. lowawill join 19 other states that have already ban texting while driving. Both
bills now have to be passed by the Senate. The Senate amended HFE 2456 to ban reading a
message as well as texting a message.

Always feel free to contact me on any issue before the lowa Legislature. | can be reached at
515/281-6055 during the week or by e-mail at steven.olson@legis.state.ia.us.
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