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January 10, 2006 
 
To Members of the 82nd General Assembly, 
 

This FY2007 budget will continue progress toward growing Iowa’s economy, improving student achievement 
and expanding health care security.  With your cooperation last year we enacted the Strong Start program, the Wa-
tershed Improvement Review Board, the Iowa Values Fund, Iowa Cares, the Meth Control Act, a balanced budget 
and other initiatives which made for a very productive session.  In a spirit of cooperation we deliver the FY2007 
budget at the start of the session to allow more time for your consideration. 
 

The challenge we as leaders of Iowa and our nation face today is planning a pathway to future growth in an era 
when the world is “flattening.”  Right now, and for the foreseeable future, Iowa’s businesses, workers, schools, 
health providers, and communities compete with those in foreign countries with larger populations, lower wages 
and economies doubling in size every seven years.  Iowa’s competitive advantages have long been strong commu-
nities, an excellent educational system, university supported research, technology transfer capacity, a diversified 
economy, a good natural environment, and a healthy, productive workforce.  We must continually build on these 
advantages just to keep pace in the emerging global economy.  This budget and our legislative program will ad-
vance a pathway to Iowa’s future by strengthening our communities through innovation and creativity. 
 

Iowa’s education system can compete with systems anywhere on the globe.  Our State offers educational oppor-
tunities beginning with pre-school through doctorates from the finest research institutions in the country.  Iowans 
have access not only to high quality public schools but also a full range of private schools as an alternative.   Our 
community colleges not only fill the gap between high school diploma and college diplomas, they offer technical 
training and lifelong learning opportunities in every county of the state.  However, we must continually build-on 
this system.  We still need to close the achievement gap for minority students, pay higher salaries to retain and 
attract the highest quality teachers, encourage innovation in governance and strengthen curriculum.  This budget 
proposes funding increases to every sector of Iowa’s educational system.  Perhaps most importantly, we propose a 
significant reform of the School Foundation Formula to offer universal access to a quality preschool experience for 
four-year-olds.  We also propose creating a new competitive grant funded from future budget surpluses, Vanguard 
School Grants to schools for innovative reform proposals. 
 

The array of economic development incentives, featuring the Iowa Values Fund, which we enacted initially two 
years ago, and permanently last year, are the most successful in our state’s history.  As a result, today more Iowans 
are working than ever before, Iowa has the fastest growing economy in the Midwest and the eighth fastest in the 
country, and the average Iowans’ income rose at one of the fastest rates in the nation in 2004.  While that is a great 
position, we must build-on the momentum.  In today’s flat world we need to think strategically, improve continu-
ously and invest wisely.  The Iowa Values Fund program will carry us through the next four years but we need to 
work now on the strategy that will carry us into the future.  The Iowa Values Fund implemented the basic strategy 
recommended by the Battelle Institute to focus on creating jobs and a workforce in the fields of bioscience, ad-
vanced manufacturing and information solutions/financial services.  The results to date are that with an investment 
of $119 million of grants and loans, 23,289 jobs have been created or retained at an average annual salary of over 
$39,312 and $3.6 Billion of capital investment has been leveraged.  This strategy is benefiting all Iowans.  Over 
half of the investment went to existing businesses in Iowa, and exactly half went to businesses in cities under 
10,000 population and half to cities over 10,000.  In this budget we propose to take the next step by investing $50 
million over three years with $20 million in FY2007 to implement the infrastructure recommendations of the Bat-
telle Studies.     
 

In a global competition, Iowa’s communities may be our best kept secret.  Our cities, neighborhoods, clubs, 
associations, schools and faith communities knit people together in ways that encourage displays of support, gener-
osity, kindness, cooperation and a sense of protectiveness like no other place.  Iowans are willing to make sacri-



fices for their communities.  That spirit is demonstrated in the response by our citizens who serve in the National 
Guard and military reserve units based at home and in the active military.  In every war since the Civil War, Io-
wans have distinguished themselves by the numbers of people who serve and the high ranks they achieve.  Right 
now Iowa has over 2,100 sons and daughters from Iowa Guard and reserve units serving in harm’s way in Iraq and 
Afghanistan.  Those of us at home need to demonstrate support for those soldiers and their families.  In this budget 
we propose funding three programs for our Guard and reserve members and active military including a new Vet-
eran’s Appreciation Bonus for those injured in combat to help their families cope with unexpected expenses of 
having a loved one hospitalized.  We also propose FY2006 Supplemental requests to continue the Guard & Re-
serve Home Buyer Benefit Program and to extend the current Iowa National Guard education assistance program.  
 

Last year, together, we established the Iowa Cares program which maintained health care benefits for the most 
vulnerable people of our community- poor children, elderly and disabled Iowans and expanded care to Iowans who 
were not previously eligible for Medicaid.  This year we propose to take another step to  expand insurance cover-
age to a group for which health care insecurity is no less a threat but who may deserve assistance even more- work-
ers in small businesses which cannot afford to offer health insurance. Without a healthy workforce, businesses pay 
for lost time and productivity.  Furthermore, to attract a strong workforce in a competitive environment, small busi-
nesses need to offer comprehensive health benefits. This FY2007 budget dedicates revenue from an increase in the 
cigarette tax to create a small business and school district reinsurance fund that will provide assistance with high 
cost claims and relief from increasing premiums.  In recent years the biggest increase in costs for school districts 
has been rising health insurance premiums.  Like small businesses, many districts are too small to spread risks 
hence they too would benefit from a subsidized pool. Again this year, our budget includes an increase in the ciga-
rette tax of eighty cents per package.  Since the reason for increasing the tax is to deter smoking, especially by 
young smokers, we propose to dedicate the additional revenue to health related expenses by transferring the reve-
nue to the Healthy Iowans Tobacco Trust where it would be available for health related expenses. 
 

Iowa’s natural environment is often overlooked as one of our most valuable assets in global competition.  Our 
ample supply of fresh water including two of the greatest rivers on the globe, a temperate climate, and top soil that 
is the envy of everyone else in the world, make Iowa a special place.  However, our generation is not maintaining 
this natural environment enough to offset the damage our industries and lifestyles are causing.  It is well known 
that our water quality is so poor that our rivers and lakes are not fit to swim in or drink for ourselves but we are 
exporting harmful contaminants all the way down the Mississippi River into the Gulf of Mexico.  The Water Qual-
ity Summit built a consensus around an agenda, monitoring has given us the information, private land owners are 
installing buffer strips and closing wells and developers are restoring wetlands but we must do more to clean up 
our lakes and rivers.  This budget calls for $50 million for water quality improvements over a 3-year period begin-
ning with $20 million in FY2007.  This level of spending is justified by the double-benefit Iowans receive of clean-
ing-up environmental damage and enhancing existing recreational opportunities. 
 

Part of reforming Iowa’s economy is reforming Iowa’s governments.  We propose several reforms: to make the 
state’s budget more manageable; to make the State’s business processes lean; and to encourage local governments 
to think creatively and act cooperatively.  Again this year we used the Purchasing Results Process to compile our 
recommendations, however, for FY2007 we modified the process to align with the Legislature’s appropriations 
structure.  We provided all departmental offers to legislative staff and we posted on our website all Requests for 
Results (RFRs), all Departmental Offers, and each Buying Teams’ Drilling Platform.  Iowans will better under-
stand what they receive in return for their tax dollars.  We also recommend funding to institutionalize Lean Busi-
ness Process in State departments.  This initiative grew out of an innovative partnership with the private sector that 
has produced dramatic results.  We propose to expand it to every department.  Locally, Iowa has too many taxing 
bodies, too many elected officials, too many administrators and too little regional cooperation.  To assist local gov-
ernment and citizens to think creatively about reform we propose the Local Government Innovation Fund and the 
Center for Excellence.  The Fund will provide grants to local governments for innovations and the Center will pro-
vide technical assistance, best practices and facilitate local efforts. 

 
Iowa’s pathway to the future will be built on the strength of our communities.  State government will play an 

important role by encouraging innovation and creativity and this budget provides the initiatives.  We look forward 
to working with you. 
 

 Sincerely, 
 
 
 
 Thomas J. Vilsack Sally J. Pederson 
 Governor Lt. Governor 
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T he State’s ability to fund services is heavily influ-
enced by the economic environment. A recent 

reminder is the recession of 2001 when state revenues 
across the country collapsed. Economic conditions 
have improved dramatically since then and most states 
have enjoyed much stronger growth in tax collections. 
This section is intended to place the budget outlook in 
the broader context of State and national economic 
conditions. 
 
Current analysis by key economists and forecasting 
agencies such as Economy.com, and Global Insight, 
Inc., paint a stable and optimistic picture of the na-
tional economy. A number of states rely on the infor-
mation provided by these experts for national and state 
forecasting.  Indicators analyzed typically include: 
industrial activity, labor markets, energy, inflation, 
financial markets, government, business investment, 
consumer markets, housing, trade, and government 
policy. Any analysis of a nation’s economic progress 
will evaluate the level of gross domestic product 
(GDP), inflation, unemployment, consumer confidence 
and spending, and interest rates, among others. 
 
 
Gross Domestic Product (GDP) 
 
Using these as a guide, currently released data by the 
Bureau of Economic Analysis (BEA) show third-
quarter Real GDP growth at 4.3 percent. This was 
much better than the second quarter growth of 3.3 per-
cent and was in spite of the drags from hurricanes 
Katrina and Rita. The real GDP growth reflected revi-
sions to investment in single-family structures, con-
sumer spending on nondurable goods, investment in 
equipment and software, and investment in nonresi-
dential structures. 
 
Third-quarter growth was led by a strong increase in 
consumer spending (up 3.9 percent), concentrated in 
durable goods (especially autos), which took the per-
sonal saving rate into negative territory (at -1.1 per-
cent). Residential and nonresidential fixed investment 
spending growth both slowed, but maintained levels 
supportive of growth. Federal government spending 
accelerated sharply, likely in response to the hurri-
canes. Exports and imports were little changed. 
 
Global Insight concludes that the “GDP figures sup-
port the Fed's view that the economy has solid momen-

tum and will prove resilient in the face of the hurri-
canes.” They believe “The Fed will continue to nudge 
interest rates higher, 25 basis points at a time. The 
earliest it might stop is at 4.5 percent in January 2006, 
but it seems increasingly likely that rates will have to 
go even higher.” 
 
 
Inflation 
 
Analysts see the core inflation for consumer products 
as quite moderate, at just 1.3 percent, in line with re-
cent evidence from the consumer price index. Recent 
higher energy price levels were instrumental in the 3.7 
percent rise in the overall consumption price index. 
 
 
Consumer Spending/Sentiment 
 
According to a December report published by the Bu-
reau of Economic Analysis (BEA), personal income 
rose 0.4 percent in October 2005 after rising 1.7 per-
cent in September. Real disposable personal income 
and real consumer spending also rose. 
 
In the November report by the Conference Board, con-
sumer confidence soared in November as declining 
gasoline prices and an improving job market contrib-
uted to a stronger-than-expected reading that could 
bode well for the holiday shopping season. The Con-
sumer Confidence Index rose to 98.9 this month from 
85.2 in October. Analysts had expected a reading of 
90. The better-than-expected results reversed a two-
month decline. This was attributed to a combined ef-
fect of a decline of more than 40 cents in gasoline 
prices in November and the improving job outlook. 
The sharp rebound in confidence helped send the Dow 
Jones industrial average rising. 
 
The rebound in consumer sentiment is seen as an en-
couraging development. One component of the con-
sumer confidence report, which examines consumers' 
views of the current economic situation, rose to 114.0 
from 107.8. The expectations 
index (a measure of consumer 
outlook over the next six 
months), surged to 88.8 from 
70.1 in October. According to 
analysts, consumers' outlook 
for the next six months is con-

NATIONAL ECONOMIC REVIEW & FORECAST 
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siderably more upbeat, although not as optimistic as 
earlier this year. Those expecting business conditions 
to worsen decreased to 11.7 percent from 18.5 percent. 
Those expecting business conditions to improve rose 
to 18.8 percent from 14.1 percent. 
 
 
Employment/Unemployment 
 
The economy continued in the path of the expansion 
phase of the business cycle. Jobs continue to be cre-
ated in most sectors. According to the Bureau of Labor 
Statistics of the U.S. Department of Labor, nonfarm 
payroll employment was little changed (+56,000) in 
October, and the unemployment rate was essentially 

unchanged at 5.0 percent. Average 
hourly earnings of production or 
nonsupervisory workers on private 
nonfarm payrolls rose by eight cents 
over the month. Both the number of 
unemployed persons, 7.4 million, 

and the unemployment rate, 5.0 percent, remained 
relatively stable in October.  The unemployment rate 
has ranged from 4.9 to 5.1 percent since May 2002. 
 
Most analysts see the outlook for the labor market as 
optimistic. Those expecting more jobs to become 
available in the coming months increased to 14.2 per-
cent from 12.3 percent, while those expecting fewer 
jobs fell to 17.7 percent from 24.0 percent in October. 
In 2004, the nations unemployment rate averaged 5.5 
percent. For the first ten months of 2005, the nation’s 
average unemployment rate is at 5.1 percent. The Oc-
tober 2005 national unemployment rate is at 5.0 per-
cent. 
 
 
Manufacturing 
 
The Chicago Federal Reserve Bank announced in No-
vember that its Midwest manufacturing index (a 
monthly estimate of manufacturing output by major 
industries in the region. The survey covers the five 

states that make up the sev-
enth Federal Reserve district: 
Illinois, Indiana, Iowa, Michi-
gan and Wisconsin) grew 
solidly in October, helped by 
a surge in regional auto pro-

duction. For the first time in a year, all four compo-
nents of the index rose. The index climbed 1.8 percent 
to 106.6 from a downwardly revised 104.7 in Septem-
ber, originally reported at 111.0. Compared with a year 
earlier, Midwest output was 2.6 percent higher, versus 
a 3.3 percent national increase.  
 
 
Energy 
 
According to Global Insight, “The cumulative losses 
of natural gas from hurricanes Katrina and Rita reflect 
not only the 109 platforms destroyed or damaged by 
the storms, but also the damage to plants and pipelines. 
There is nearly 8 billion cubic feet (bcf) per day of 
processing capacity offline, a fact that will limit pipe-
line operations into 2006. The supply situation is be-
low last-year’s levels, but above the five-year moving 
average. However, given the amount of gas currently 
shut-in, high inventory draws are expected throughout 
the winter. Gasoline prices will remain high over the 
coming months, retreating slowly to $2.50 per gallon 
by year-end. The AAA fuel gauge report has average 
national regular unleaded prices at $2.854 per gallon 
for October 12; the same-day average national price 
last year was $1.972 per gallon for regular unleaded. 
 
 
Conclusions 
 
The economy is expected to experience continued but 
moderate growth in 2006. Real GDP growth will 
steady from last year’s strong pace as the sources of 
growth begin to shift. Consumer spending, investment, 
and federal government spending growth will continue 
at a cautious pace as monetary and fiscal policy con-
tinues to emphasize restraint.  
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T he State of Iowa uses the Iowa Economic Fore-
cast, which is published and copyrighted by the 

Institute for Economic Research at the University of 
Iowa, as a resource in preparing its projections of reve-
nues and expenditures. According to the data released 
by the Institute, the December 2005 forecast is little 

changed from the one 
made in October. The 
forecast was based on 
data through the second 
quarter of 2005. Personal 
income is expected to 
grow by 5.1% in 2005 
(down slightly from 5.2% 

in the October forecast) and by 4.8% in 2006 (down 
from 4.9% in October). Real Personal Income growth 
for 2005 and 2006 is now at 2.3% and 1.7% respec-
tively (a slight decline from the October forecast). Em-
ployment forecast for 2006 is up slightly from Octo-
ber. The Institute projected a 2006 growth rate of 1.1% 
in nonfarm employment (up from 0.9% in October). 
The 2007 employment forecast was put at 1.0%. 
 
 
Personal Income 
 
The University of Iowa Institute for Economic Re-
search’s latest outlook is for personal income in Iowa 
to grow by 5.2% in 2005, 4.9% in 2006, and 5.2% in 
2007.  According to the Bureau of Economic Analysis, 
in the last two quarters of 2004-05 Fiscal Year, Iowa’s 
personal income, seasonally adjusted, grew at a rate of 
0.9% and 1.3%, respectively; which was close to the 
nation as a whole, with personal income growth of 
0.6% and 1.5%. 
 

Iowa’s personal income for calendar year 2004 grew at 
the second highest rate in the nation, with Nevada the 
only state with a higher percentage.  Iowa’s personal 
income grew at 8.9%, compared to the national aver-
age of 6.0%.  Contributing to Iowa’s personal income 
was higher growth in Construction (10.5%), Transpor-
tation and Warehouse (8.3%),  Finance and Insurance 
(7.9%), Manufacturing (6.7%), Health Care and Social 
Assistance (6.4%) and higher farm income. 
 
 
Farmland Values 
 
The most recent survey of area bankers indicates that 
farmland values continue to rise.  The Federal Reserve 
Bank of Chicago surveys farm bankers in the area four 
times a year to determine their best estimates of farm-
land values.  In their July 2005 survey, Iowa farmland 

values had risen 11% compared to 
the 2004 survey.  Gains were regis-
tered throughout each region in the 
State, with the South Central region 
growing the most (17%), and the 
West region showing the smallest 
increase (8%).  

 
 
Employment 
 
Iowa’s nonfarm employment totaled 1,485,200 during 
November, 2005 which was 1,700 more than October 
and 23,400 more than in November, 2004.  This 
months job count is a new all–time high for employ-
ment in Iowa, 700 higher than the previous all-time 
high of 1,484,500 recorded in March, 2000.  
 

IOWA ECONOMIC CONDITIONS 

Dr. Charles Whiteman’s Summary of Iowa Outlook 12/2/05 (10/2005) 

  2004 2005 2006 

Personal Income Growth 8.9% (8.9) 5.1% (5.2%) 4.8% (4.9) 

Wages & Salary Growth 5.9% (5.9) 6.9% (6.9) 6.1% (6.1) 

Real Personal Income Growth 6.1% (6.1) 2.3% (2.4) 1.7% (1.9) 

Non-Farm Employment Growth 1.1% (1.1) 1.2% (0.9) 1.1% (0.9) 

Durable Goods Manufacturing Growth 3.5% (3.5) 3.6% (3.1) 2.2% (0.7) 



5 Iowa Budget Report Fiscal Year 2007 

Iowa continues to have an unemployment rate below 
the rate of the nation as a whole.  Over the past 10 
years, Iowa’s unemployment rate has been between 
one and two percentage points below the national aver-
age.  In November 2005, The U.S. Nonfarm payroll 
employment grew by 215,000, and the unemployment 
rate was unchanged at 5.0 percent from the October 
level. The increase in nonfarm payroll employment 
was attributed to large gains made in construction and 
food services. Iowa also experienced a similar growth 
in nonfarm employment during the same period. Pre-
liminary figures for Nonfarm employment in Novem-
ber 2005 stood at 1,485.2 million as compared to 
1,483.5 in October 2005 (an increase of 1.7 million). 
Iowa’s unemployment rate in November was 4.8 per-
cent. The October figures stood at 4.5 percent. How-
ever, one year ago the jobless rate stood at 5.0 percent 
for the same period. 
 
Iowa has a greater percentage of labor force employed 
compared to the nation as a whole and also has a larger 
percentage of its population actively participating in 
the labor force.  While Iowa’s personal income lags 
that of the nation, its high levels of employment help 
maintain median household income at levels meeting 
the national average.  In 2004, Iowa’s median house-
hold income was $41,350, slightly below the national 
average of $44,684. 
 
 
Exports 
 
The rise in exporting industries has been an important 
factor in Iowa economic growth since the 

1990’s.  Growth in exports of industrial machinery, 
instruments and measurement devices, electronics, 
specialized transportation equipment, chemicals and 
pharmaceuticals, and processed food products have 
helped diversify Iowa’s economy.  When combined 
with traditional farm commodities and livestock, total 
exports from Iowa increased by 22%, 11% and 13% in 
the years 1995 through 1997. The two year declines of 
3% and 16% in 1998 and 1999 have since been a thing 
of the past. Subsequent years have seen steady and 
strong growth.  Strong harvests worldwide continued 
to lead to an oversupply of agricultural commodities 
and the strong U.S. dollar also continues to make it 
more challenging for U.S. products to be competitive 
in international markets. 
 
Iowa’s export of value-added and manufacturing 
goods has increased since 2000 by 4.4% in 2001, 2.0% 
in 2002, 10.1% in 2003 and 22.1% in 2004.  In 2004, 
Mexico for the second year in a row replaced Japan as 
the second leading export country behind Canada, par-
tially due to the increase of value-added products 
shipped to Mexico and also due to the decline in meat 
and meat products shipments to Japan due to te ban on 
meat imports.  
 
Iowa’s record level of exports has been fueled by large 
percentage increases in machinery, electrical machin-
ery, cereals, milling, and organic chemicals.  Overall, 
for the second quarter 2005, exports are up 16.1% 
compared to the second quarter 2004.  
 
 
Gross State Product 
 
In 2004, Iowa’s gross state product was $111.1 billion, 
which reflected 8.5% growth over the previous year.  
The largest sectors contributing to Iowa gross state 
product were manufacturing (20.6%), services 
(11.3%), and finance, insurance, and real estate 
(10.7%).  Agriculture accounted for just 4.6% of 
Iowa’s gross state product.  The gross state product is 
the U.S. Commerce Department’s measure of the 
value of all goods and services produced in the State 
each year.  The nation’s gross domestic product ($11.7 
trillion) grew by 4.3% between 2003 and 2004. 
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IOWA RANKINGS 
Iowa ranks 1st in social health.   
2003 Fordham University Institute for Innovation in Social Policy, The Social Health of the States: 16 measures of 
social health included child poverty, teenage suicide rate, average weekly wages, health insurance coverage, high 
school completion, alcohol-related traffic deaths, etc. 
 
Iowa ranks 1st in average SAT composite scores.   
The College Board 2004 rankings showed Iowa had the best scores. 
 
Iowa ranks 2nd in personal income growth. 
Bureau of Economic Analysis ranked Iowa second highest growth in 2004 increasing 7.8 percent over previous 
year. 
 
Iowa ranks 3rd lowest cost of doing business.   
2005 Milken Institute “Cost of Doing Business Index” measures wage costs, taxes, commercial/industrial electric-
ity cost and real estate cost for warehouse/office space.  Cost of doing business in Iowa 19 percent below national 
average. 
 
Iowa ranks 4th best liability system.   
2004 Liability System, U.S. Chamber of Commerce:  Polled corporate America on views of state liability systems 
including tort and contract litigation, treatment of class action suits, punitive damages, judges’ impartiality and 
competence, and juries’ predictability and fairness. 
 
Iowa ranks 4th in child well-being. 
The 2004 Kids Count annual ranking of states showed Iowa advance from last year’s 5th ranking.  The ranking is 
figured on 10 measures, and Iowa advanced in nine of the 10 measures with no change on the tenth.  Iowa ranks 
number one in the lowest percentage of teen-agers not attending school and not working and the lowest percentage 
of children living in families where no parent has full-time, year around employment. Iowa is number two in pre-
venting teenage dropouts. 
 
Iowa ranks 5th in high school graduation rate.   
Morgan Quitno state rankings in 2003 showed Iowa at 82.5 percent in graduation rate. 
 
Iowa ranks 6th most livable state for second straight year.   
2005 Morgan Quitno Press, Most Livable State Award based the rankings on 43 statistical indicators that reflect 
the kind of lifestyle most Americans agree is positive—affordable housing, safe streets, good employment opportu-
nities, strong education system and a healthy state economy. 
 
Iowa ranks 6th healthiest state.   
2005 Morgan Quitno Press based its rankings on 21 health-related factors including infant mortality rates, portion 
of population covered by health insurance, per capita expenditures for health care, portion of population lacking 
access to primary medical care, childhood immunization rates and percent of adults who smoke. 
 
Iowa ranks 6th in quality of health care.   
Center for Medicaid and Medicare Services:  Study ranks states’ quality of health care to Medicare patients. 
 
Iowa ranks 7th among the top 10 best states for babies.   
Child Magazine developed a state-by-state ranking of the best places to have and raise a newborn based on 20 cate-
gories of child health and childrearing issues crucial for new parents and babies. 
 
Iowa ranks 7th lowest poverty rate.   
2003 Census Bureau data, Iowa has seventh lowest poverty rate at 8.3 percent.  National average 11.7 percent. 
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Iowa ranks 8th safest state. 
2005 Morgan Quitno Press examined crime rates in six categories including murder, rape, robbery, aggravated 
assault, burglary, and motor vehicle theft. 
 
Iowa ranks 10th healthiest state. 
The UnitedHealth Foundation’s 2005 study is an annual survey of each state's overall health environment based on 
17 lifestyle and environmental factors, including the prevalence of smoking, violent-crime rate, unemployment 
rate, access to health insurance and mortality rate. 
 
Iowa ranks 11th best managed states.   
Governing Magazine and the Maxwell School at Syracuse rank Iowa in the top 11 best managed states with the 
following grades:  Financial Management: A-, Capital Management: B+, Human Resources: B+, Information 
Technology: B, Managing for Results: A-, and an Overall Grade: B+. 
 
Iowa ranks 14th smartest state.   
2005/2006 Morgan Quitno Press looked at 21 factors of a state’s elementary and secondary education system to 
develop the “smartest state” rankings. 
 
Iowa ranks 15th in state competitiveness. 
2004 Beacon Hill Institute State Competitiveness (Suffolk University): Nine factor categories include government 
& fiscal policy, infrastructure, human resources, technology, finance, openness, domestic competition, and envi-
ronmental policy.  Iowa tied for the #15 rank overall. 
 
Iowa metro areas rank in the top 50 places to locate or expand a business.   
Expansion Management Location Study 2004:  Studied 331 metro areas to determine best places to locate or ex-
pand a business.  Study analyzed public education, college-educated workforce, health-care cost and availability, 
quality of life, logistics infrastructure and government taxes and spending. Des Moines ranked #1 overall for the 
second year in a row, Iowa City #5, and Cedar Rapids, Dubuque, and Waterloo/Cedar Falls were all ranked in the 
top 50.  Forbes.com examined the best metro areas to launch a business or career in 2004.  Des Moines ranks 14th 
best metro area and Iowa City ranks 3rd best smaller metro area. 
 
Iowa metro areas rank among the top 50 for best quality of life.   
In 2004, Expansion Management studied 329 metro areas to develop a “quality of life quotient.”  Measurement 
categories in this study include:  housing affordability, education (K-12), continuing education (post-secondary), 
standard of living, peace of mind (crime), transportation, and employability.  Iowa City ranked #3, Des Moines #4, 
Dubuque #6, Cedar Rapids #8, Waterloo #22, and Omaha/Council Bluffs #29.  Iowa has four of the top ten rank-
ings. 
 
Iowa metro areas rank very high in best midsize cities for entrepreneurs.   
Entrepreneur Magazine studied entrepreneurial activity, small business growth, job growth, and risk factors to de-
termine the best midsize cities for entrepreneurs in 2003.  Omaha/Council Bluffs ranked #2 in the Midwest and #7 
nationally, Des Moines ranked #4 in the Midwest and # 11 nationally, and Davenport/Quad Cities ranked #13 in 
the Midwest and # 63 nationally. 
 
Iowa State Fair ranks 2nd place America goes to have fun. 
USA Weekend examined popular travel destinations throughout the United States and ranked the Iowa State Fair 
as the second most popular place America goes to have fun next to Las Vegas. 
 
Iowa Ranks 40th among the states for total tax burden. 
According to Bureau of Economic Analysis, Department of Commerce, and Tax Foundation calculations, the na-
tional average of total tax burden is 29.1 percent.  Iowa has a total tax burden of 27 percent.  This is the state-local 
and federal combined tax burden. 
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PURCHASING RESULTS BUDGETING PROCESS  
Modified for FY2007 

T he Governor’s FY2007 budget was compiled us-
ing the Purchasing Results budgeting process first 

used on the FY2006 Budget but modified to align the 
Buying Teams with the Legislature’s Appropriations 
Subcommittees and  the I/3 Budget program was 
modified to remove Departments’ base budgets, mak-
ing this budget essentially Zero-based.   
 
Traditional budgeting starts with last year’s spending 
levels then adjusts some up and some down.  In tradi-
tional budgeting, all the scrutiny is at the margin, the 
majority of spending is never questioned.  Inertia 
maintains current spending levels.  Good, new ideas 
rarely break through and mediocre programs rarely go 
away, even in bad budget times.  The focus is on the 
price, not the results Iowans get for their money.   
 
Purchasing Results is based on the familiar paradigm 
of Purchasers vs. Sellers.  The Governor and Lt. Gov-
ernor, then, in turn, the Legislature, take the role of 
Purchasers of government services.  Purchasers start 
by determining how much they have to spend then 
purchasing the results Iowans expect.  Departments 
take the role of Sellers, starting by figuring out what 
results they can sell then how much it will cost to de-
liver those results.  The focus is on Results Iowans 
expect, for example: Reducing the number of impaired 
waterways, raising per capita personal income,  raising 
the percent of children attending quality pre-school, 
etc.,  not the amount of office supplies purchased or 
the number of out-of-state trips planned.  Purchasers 
strive to maximize Value, the most results for the low-
est price.  Conversely, Sellers have a strong incentive 

to offer value because value drives buyers’ spending 
decisions.  
 
The focus on Results is especially well suited in Iowa 
because the Accountable Government Act (Code Ch 
8E) enacted in 2001 requires all State departments to 
prepare and file detailed performance plans annually 
and to report their results at the end of the year.  Per-
formance plans for all state departments were filed 
with the Department of Management for FY2004 
through FY2006 and are available on the Results Iowa 
website http://www.resultsiowa.org/index.html.  Final 
reports are available for FY2004 and FY2005.  
 
The Mechanics of Purchasing  
Results Process  
 
1.  Determine Results Areas and Indicators and 
select Buying Teams 
 
Governor Vilsack and Lt. Governor Pederson start by 
listening to Iowans, whose input forms the basis for 
the list of Results Areas Iowans want and Indicators, 
measures of where we currently stand where we would 
like to move.  An example of an Indicator, for Educa-
tion, is the percentage of 4th grade students achieving 
“proficient” or higher in reading.  The Governor and 
Lt. Governor have identified seven Results Areas and 
appointed Buying Teams made up of their staff, IDOM 
staff and some outside members which make recom-
mendations to them and.  Legislative appropriations 
subcommittees serve as the counterpart of a Buying 

Buying Team Appropriations Subcommittee 
Student Achievement   Education 
Healthy Iowans Health & Human Services 
Transforming the Economy Economic Development 
Safe Communities Justice Systems 
Natural Resources    Agriculture & Natural Resources 
Accountable Government    Administration & Regulation 
Transportation, Infrastructure & Capitals   Transportation, Infrastructure & Capitals 

 

Alignment of Buying Teams with Appropriations Subcommittees 
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Team. 
 
2.  Buying Teams Release Requests for Results 
 
Buying Teams begin by preparing a Request for Re-
sults (RFR) which is the equivalent of a Request for 
Proposal (RFP) issued by a purchaser.  The essential 
components of an RFR are:  A statement of the desired 
Result, two – four indicators, a brief description of 
strategies with a strategy map to achieve the result.   
These can be customized and change from year to 
year. The RFRs are publicly released and posted on 
IDOM’s website and sellers are given until a time cer-
tain to respond which corresponds to the October 1st 
deadline for departments to submit appropriations re-
quests mandated in the Budget Act (Code Ch 8).  Buy-
ing Teams encourage agencies to be creative, collabo-
rate with others, and submit any offer they want, as 
long is it responds to an RFR.  Existing activities are 
not exempted. 
 
3.  Sellers Prepare Offers 
 
With the RFRs as their guide, agencies prepare Offers 
for the Buying Teams knowing that if they want to do 
something in FY2007, it has to be submitted as an Of-
fer.  The essential elements of an Offer are:  A brief 
description, justification, performance measures, a 
price and revenue source.  Agencies are encouraged to 
submit offers for each Service, Program or Activity 
(SPAs) identified in their Performance Plans however, 
this is not always a perfect fit.  Administrative ex-
penses should be allocated among the offers in relation 
to that activity’s proportion of the expense, however 
this will require negotiation when offers are actually 
accepted.   
 
4.  Buying Teams Prepare Drilling Platforms 
 
Buying Teams evaluate the Offers, negotiate with sell-
ers for better deals, and rank the final offers in priority 
order as recommendations to the Governor and Lt. 

Governor.  Each Buying Team has an allocation of the 
total appropriated revenues and can see how much of 
their prioritized list that allocation allows them to pur-
chase.  These lists, Drilling Platforms, include all state 
appropriated funds and show the Offers in priority 
order from top to bottom, with a line drawn to show 
where the money runs out.  Drilling Platforms make 
the choices clear.  Higher priority Offers are above the 
line and are recommended for funding.  Lower priority 
Offers are below the line and cannot be funded with 
the money available.     
 
5.  Legislative Committees Use of Purchasing Re-
sults 
 
Legislative subcommittees will want to review the 
RFRs and may want to meet with Buying Team lead-
ers to discuss them.  They will want to review the of-
fers and meet with departments to negotiate their own 
set of results.  When sellers appear before the subcom-
mittee they should be prepared to justify their results 
and the cost.    Legislative committees can reorder the 
priorities by moving Offers up or down the Drilling 
Platform.  They can decide how many dollars should 
be available overall and how many should be allocated 
to each Result Area.  Ultimately, they decide which 
Offers provide the best value for Iowans. 
 
Benefits 
 
Purchasing Results budget process has several advan-
tages over traditional budgeting both for the admini-
stration and the Legislature.  Departments are made to 
focus on the results and the value of their programs.  It 
opens the door to competition and collaboration 
among departments which may administer programs 
directed at the same results area which can lead to de-
partments identifying and voluntarily eliminating du-
plication.    In subsequent years legislative subcommit-
tees can evaluate a department’s performance based on 
the specific results commitments.   

BUYERS 

SELLERS    = 

Governor Vilsack & 
Lt. Governor Pederson

Result Areas & Indicators

Buying Teams

RFRs

Offers

State Agencies

Drilling Platforms
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T he General Fund is primarily comprised of the 
State’s major tax revenues, such as Personal In-

come Tax, Sales and Use Tax, and Corporate Income 
Tax.  For FY2005, these taxes are estimated to make 
up approximately 87 percent of the General Fund reve-
nue.  The remaining 13 percent is a combination of 
lesser taxes such as Inheritance Tax, Insurance Pre-
mium Tax, Cigarette and Tobacco Tax, Franchise Tax, 
along with fees and other revenue sources.  Transfers 
from other funds to the General Fund also occur. 
 
All expenditures from the General Fund must be ap-
propriated by the Legislature.  The appropriations from 
the General Fund expire at the end of the State’s Fiscal 
Year (July 1 to June 30), unless the Legislature specifi-
cally provides for those funds to carry forward into the 
following Fiscal Year. 
 
 
Official Revenue Estimates 
 
As with a family budget, state government must live 
within its means, and the Iowa Constitution prohibits 
deficit spending.  To help ensure accurate estimates, 
the state has a consensus revenue estimating process, 
where both the executive branch and the legislative 
branch must agree on a revenue estimate to be used in 
the budget process. 
 
The revenue forecast is made by a three-person panel 
(Revenue Estimating Conference) consisting of a rep-
resentative of the Legislature (the Director of the Leg-
islative Services Agency), a representative of the Gov-
ernor (currently the former Director of the Department 
of Revenue), and a third person agreed upon by the 
other two.  They meet quarterly and arrive at the offi-
cial revenue estimate used by all parties in the budget 
process.  In December of each year they establish the 
official estimate that will be used by the Governor and 
the Legislature in crafting the next year’s state budget.  
By statute, both the Governor and Legislature cannot 
spend more than 99 percent of this revenue estimate. 
 
 
General Funds 
 
Table 1 shows historical trends in General Fund re-
ceipts from FY2000 to FY2007. For FY2007, net gen-
eral fund receipt is estimated at $5,314.7 million. 
Comparatively, the net general funds receipt for 

REVENUE SOURCES AND ESTIMATES 

FY2006 was $5,075.8 million.  
 
The specific sources of the FY2007 general funds re-
ceipts and expenditures and their percentages are 
shown in Figure 1 and Figure 2 below. The data in 
Figure 1 show personal income tax at 50 percent, 
Sales/Use tax at 32.7 percent, Corporate income tax at 
5.4 percent. These three taxes make up 88.1 percent of 
general fund receipts, with the remaining taxes con-
tributing 11.9 percent of receipts. Figure 2 shows pro-
posed expenditures for FY2007. As typically is the 
case with most states, expenditures on Education ac-
counts for 59 percent of the budget, followed by 
Health and Human Services with 23 percent. Justice 
System accounts for 10 percent of the proposed expen-
diture. Economic Development, Administration and 
Regulation, and Natural Resources make up the re-
maining proposed general fund expenditure. 
 
A close examination of the three major sources of gen-
eral fund receipts show a relatively steady and modest 
increase over the years. This general increase was in 
spite of the fact that for FY2002 and FY2003 personal 
income tax receipt was down from the previous fiscal 
years. 
 
Personal Income Tax.  Personal income tax revenues 
are estimated at $2,811.9 million in the 2006 Fiscal 
Year, an increase of 1.1 percent over the actual reve-
nues for the 2005 Fiscal Year.  For the FY2007, the 
estimate is $2,913.9. This represents a 3.6 percent in-
crease from the FY2006 estimate. Personal income tax 
revenues are expected benefit from continued modest 
increases in personal income tax, offset by changes in 
withholding tables on both April 1, 2005 and April 1, 
2006 (see Table 1 and Figure 3). 
 
Sales/Use Tax.  Sales/Use tax revenues for the 2006 
Fiscal Year are estimated at $1,872.7 million, an in-
crease of 3.3 percent over the revenues for the 2005 
Fiscal Year.  For the FY2007, the estimate is $1,935.0. 
This represents a growth of 3.3 percent. The sales tax 
estimate reflects modest growth in taxable sales and 
changes in state tax legislation (see Table 1 and Figure 
3). 
 
Corporate Income Tax. Cor-
porate income tax revenues 
for FY2006 are estimated at 
$311.4 million, an increase of 
10.9 percent from the reve-
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nues for the 2005 Fiscal Year.  For FY2007, the esti-
mate is $319.2, an increase of 2.5 percent over the 
2006 figures. The increase in corporate profits mimics 
similar trends over the past few years at the state and 
national level (Table 1 and Figure 3). 
 
Other Taxes and Revenues. The make up of this 
category of general fund receipts can be seen in Table 
1. It includes: inheritance tax, insurance premium tax, 
cigarette tax, tobacco tax, beer tax, franchise tax, and 
miscellaneous tax. This category also includes lottery 
and other transfers. Other taxes and revenues for the 
2006 Fiscal Year are estimated at $716.4 million, a 
decrease of 8.4 percent from the revenues for the 2005 
Fiscal Year.  For FY2007, the estimate is $718.3, an 
increase of 0.3 percent. This change is due, in part, to 
an estimated decrease in inheritance tax due to federal 
tax law changes, an estimated decrease in insurance 
premiums due to state law changes, and a decrease in 
miscellaneous receipts due to one-time revenues re-

ceived in previous years for unclaimed property ad-
justments. Lottery transfers have however, been in-
creasing steadily from $37.1 million in FY2000 to 
$55.4 million in the FY2007 estimate (see Table 1 and 
Figure 4). 
 
 
Net Receipts 
 
Net receipts comprise all receipts and transfers ad-
justed for accrual and refunds. These are the funds that 
are subject to appropriation. Net receipts for the 2006 
Fiscal Year are estimated at $5,075.8 million, an in-
crease of about 3.0 percent from the 2005 Fiscal Year.  
For FY2007, the net receipts are estimated at $5,314.7, 
an increase of 4.7 percent. These increases reflect the 
general positive trend in economic conditions (see 
Table 1 and Figure 5). It is based on these net receipts 
that the fiscal year expenditures from general fund are 
planned. 

Table 1  

FY2000 
ACTUAL

FY2001 
ACTUAL

FY2002 
ACTUAL

FY2003 
ACTUAL

FY2004 
ACTUAL

FY2005 
ACTUAL

FY2006 
ESTIMATE

FY2007 
ESTIMATE

Personal Income Tax 2,375.9 2,426.6 2,372.1 2,417.6 2,592.3 2,782.3 2,811.9 2,913.9
Sales/Use Tax 1,663.4 1,691.1 1,691.5 1,704.6 1,732.4 1,812.3 1,872.7 1,935.0
Corporate Income Tax 326.1 284.8 221.2 237.0 234.8 280.9 311.4 319.2

Inheritance Tax 114.8 104.6 100.4 88.1 80.1 78.4 70.9 69.6
Insurance Premium Tax 120.2 126.6 135.4 142.2 138.2 130.9 128.3 126.4
Cigarette Tax 91.1 89.6 88.0 88.1 87.1 87.4 89.1 90.9
Tobacco Tax 6.6 6.7 7.1 7.4 8.1 8.7 8.9 9.1
Beer Tax 13.6 13.6 13.8 14.0 14.0 14.0 14.3 14.6
Franchise Tax 31.8 31.2 30.9 35.3 38.0 35.4 35.4 35.8
Miscellaneous Tax 1.3 1.3 1.5 1.1 1.0 0.6 1.0 1.0

Other Receipts 352.0 338.4 345.6 311.5 332.0 338.0 306.4 307.1

Total Transfers  41.6 108.5 305.8 128.9 57.5 88.4 62.1 63.8
  Lottery 37.1 34.3 40.0 38.9 43.9 49.3 53.3 55.4
  Other Transfers 4.5 74.2 265.8 90.0 13.6 39.1 8.8 8.4

Accruals (net) 49.4 -25.3 -30.6 -44.9 83.0 -31.4 13.0 9.5

Refunds -520.2 -550.7 -663.1 -647.3 -715.0 -696.9 -649.6 -581.2

Net Receipts 4,667.6 4,647.0 4,680.8 4,483.6 4,683.5 4,929.0 5,075.8 5,314.7

General Fund Receipts 2000-2007 (Million $'s)
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Figure 2 

FY2007 General Fund Appropriations
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General Fund Revenue Adjustments 
 
In order to continue to provide essential state services 
for Iowa, Governor Vilsack and Lt. Governor Peder-
son recommend the following General Fund revenue 
adjustments for FY2006 and FY2007: 
 
• Increase in the cigarette tax, effective April 1, 

2006, by $0.80 per pack for a revenue increase of 
$31.3 million in FY2006 and $129.9 million.  In 
order to make sure the increase in revenue is used 
for health care purposes, a transfer of that those 
amounts from the cigarette tax revenue source to 
the Healthy Iowans Tobacco Trust Fund is recom-
mended of the respective amounts for FY2006 and 
FY2007 is recommended.  Therefore, there is no 
net effect on the General Fund. 

 
• Require corporations to file combined reports for 

Iowa corporate income tax purposes for a revenue 
increase of $25.0 million. 

 
• Increase the beer tax 10 cents per gallon for a 

revenue increase of $7.4 million. 
 
• A change in the collections services within the 

Department of Revenue to an entrepreneurial way 
of funding of the services.  An additional $4.8 
million in General Fund revenue is expected to be 
collected with this change. 

 
• Increase court cost for scheduled, nonscheduled, 

and all criminal offenses to $35, for a revenue 
increase of $2.2 million. 

 
• Increase the fines by 25 percent for simple, seri-

ous, and aggravated misdemeanors, and all OWI 
offenses for a revenue increase of $2.0 million. 

 
• Increase speeding fines under 55 mph for a reve-

nue increase of $2.1 million 
 
• Increase in the fees collected for reimbursement 

due to regulation of additional riverboats and in-
crease in banking regulation for a total of $3.5 
million. 

Personal Income, Sales/Use, and Corporate  Income 
Taxes 2000-2007 (Million $'s)
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Figure 3 

 

Source: Iowa Department of Management 
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Source: Iowa Department of Management 
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T he General Fund receives those revenues of the 
State not specifically required to be deposited in 

other funds.  General Fund revenues are obtained from 
the payment of State taxes and non-tax sources.  Major 
tax revenues credited to the General Fund include the 
personal income tax, corporate income tax, sales/use 
tax, and certain other taxes and revenues described in a 
subsequent section. 
 
The major sources of General Fund expenditures are 
for Education, Health and Human Services, Justice, 
Economic Development, Agriculture and Natural Re-
sources, and Administration and Regulation.  Informa-
tion on Governor Tom Vilsack and Lt. Governor Sally 

Pederson’s recommendations for FY2007 appropria-
tions are described in more detail in subsequent sec-
tions. 
 
 
Fiscal Year 2005 Summary 
 
The originally enacted General Fund budget of 
$4,464.6 million was predicated on 1.5 percent growth 
in General Fund revenues, as projected by the State’s 
Revenue Estimating Conference (REC) on Decem-
ber 8, 2003.  While general fund revenue growth had 
been either negative or estimated at zero the previous 
two fiscal years, the estimate reflected the expectation 

SUMMARY OF FINANCIAL INFORMATION  
FOR THE GENERAL FUND 

State Taxes as a Percentage of State Personal Income were at 6.1% in 
FY2005 and are projected to drop to 5.8% by FY2007
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that revenue growth would return with the end of the 
recession; the National Bureau of Economic Research 
determined that the national economy returned to eco-
nomic expansion in November 2001. 
 
At its October 11, 2004 meeting the REC revised up-
ward its FY2005 General Fund revenue estimate up-
ward to $4,726.5 million.  This was based upon the 
revised base of FY2004 actual revenue growth of 4.5 
percent and continued expectation that revenue growth 
would return to a more normal pattern.  On Decem-
ber 14, 2004, the REC again increased the revenue 
estimate to $4,746.2 million.  The small increase from 
the October 2004 meeting reflected an acknowledge-
ment that year-to-date revenues were growing faster 
than expected.  An additional revision was made at the 
April 8, 2005 meeting to increase the General Fund 
revenue estimate to $4.825.7 million. 
 
During a special session held on September 7, 2004, 
legislation provided for a general fund supplemental 
appropriation for field offices in the Department of 
Workforce Development for $6.5 million.  During the 
2005 legislative session, the General Assembly ap-
proved an additional $80.5 million in General Fund 
supplemental appropriations, with a majority going to 
the Medicaid program ($70 million). 
 
During April, May and June, and throughout the ac-
crual period, actual General Fund revenue collections 
continued to exceed the official REC projections.  At 
the close of the fiscal year, revenue collections totaled 
$4,929.0 million which was 5.2 percent growth.  As a 
consequence, after the transfer to the Property Tax 

Credit Fund, the General Fund ending balance for 
FY2005 totaled $166.2 million. 
 
 
Fiscal Year 2006 Update 
 
After legislation was passed and Governor’s actions 
taken into account, FY2006 started on July 1 with esti-
mated Total Net General Fund Receipts at $4,990.2 
million.  Net General Fund appropriations for FY2006 
were at $4,938.5 million.  After taking into account 
estimated reversions, this left an ending balance for the 
General Fund of $64.2 million. 
 
At subsequent meetings of the Revenue Estimating 
Conference, the General Fund revenue estimate was 
revised upward, and is now $5,075.8 million.  This 
leaves a projected General Fund ending balance of 
$149.8 million. 
 
During the last legislative session, there was wide-
spread concern that the budget appropriated for Medi-
caid was insufficient to meet the demand for covered 
services.  As federal entitlement, Medicaid provides 
health care for children and disabled Iowans as well as 
nursing home care for seniors.  Despite adopting a 
series of measures to help keep costs under control, 
Medicaid expenditures continue to exceed its budget. 
 
In fact, several operating budgets need to be supple-
mented due to unanticipated rising costs, from addi-
tional staffing for the safety of the Iowans to rising 
fuel and heating costs which provide necessary ser-
vices for Iowans, and other unanticipated rising costs.  

Standard and Poor’s Ratings Service Comments 
 
May 13, 2005  Issuer Long-Term Credit Rating      AA+/Stable 
Rationale: 
• The AA+ issuer credit rating (ICR) for Iowa reflects the state’s 
• Diverse economy that is resuming growth after several slow years; 
• Strong fiscal management with a  demonstrated willingness to restrain spending and make midyear corrections 

to maintain fiscal integrity; 
• Good financial operations, buoyed by statutory reserves; and  
• Very low debt burden. 
 
November 18, 2005  Short Term Rating  SP-1 
Rationale: 
• Iowa’s TRANs (Tax and Revenue Anticipation Notes) series 2005 have been rated SP-1 reflecting: 
• The state’s strong credit position (AA+ issuer credit rating), underscored by conservative fiscal management, 

and 
• Strong debt service coverage at final maturity provided by available general fund balances and other legally 

available reserves. 
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As a consequence, Governor Vilsack and Lt. Governor 
Pederson are recommending supplemental General 
Fund appropriations of $27.9 million.  Of that amount, 
$13.5 million is for Medicaid.  Also, an additional 
$31.5 million supplemental appropriation is recom-
mended to Medicaid from the Healthy Iowans To-
bacco Trust fund.  Finally, as a supplemental Federal 
budget for Federal FY2006 continues to be debated in 
Congress, Governor Vilsack and Lt. Governor Peder-
son recommend a contingent supplemental appropria-
tion of $5 million to the Federal Low Income Home 
Energy Assistance Program in case Congress does not 
fully fund the anticipated need of the program. 
 
In FY2005, legislation was passed transferring $159.7 
million from the FY2005 ending balance to the Prop-
erty Tax Credit Fund to pay for property tax credits in 
FY2006.  While Governor Vilsack and Lt. Governor 
Pederson recommend continuing this practice in 
FY2006, they recognize that this cannot be an ongoing 
practice.  Therefore, while they recommend a transfer 
of $119.8 million of the ending balance in FY2006 go 
to the Property Tax Credit Fund, they also recommend 
$39.9 million in FY2007 be appropriated to the Prop-
erty Tax Credit Fund, starting the practice of bringing 
the credits back to the General Fund. 
 
 
Fiscal Year 2007 
 
Throughout their terms, Governor Vilsack and Lt. 
Governor Pederson have provided unwavering support 
for the financial responsibility of the State.  This sup-

port allows the State to continue to enjoy high credit 
ratings.  Standard and Poor’s, in their latest update on 
the State’s ratings, continues to give the State a rating 
of AA+, the second highest possible rating, along with 
an outlook as stable.  Moody’s ratings for the State 
continue to be Aa1, also the second highest rating, and 
also with a stable outlook. 
 
Governor Vilsack and Lt. Governor Pederson have 
developed their FY2007 budget recommendations 
around the fundamental principle of a balanced budget 
that looks not only at the short term but also the long 
term.  Their FY2007 budget is balanced and meets the 
99 percent expenditure limitation.  It also reduces the 
use of one-time funds and expands on revenue diversi-
fication through corporate income tax generation, 
along with an increase in the cigarette tax.  These in-
creases bring lagging taxes more into line with other 
tax generators. 
 
With the recommended budget changes, the State will 
end FY2007 with an estimated ending balance of 
$67.9 million. 
 
The following pages reflect the actual, budgeted, and 
recommended Estimated Condition of the General 
Fund of the State of Iowa for FY2005, FY2006, and 
FY2007, respectively.  Also included is a Summary of 
FY2007 General Fund Budget (Where General Fund 
Revenues Come From and Where General Fund Ap-
propriations Go) along with related tables reflecting 
the details of the amounts reported in the Estimated 
Condition of the General Fund. 
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State of Iowa
Estimated Condition of the General Fund
Financial Summary
($ in Millions)

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2007

Resources:
General Fund Revenue 5,657.3             5,712.4                    5,886.4                    
Revenue Adjustments 1.0                           47.0                         
Accruals (31.4)                 13.0                         9.5                           
Refunds (696.9)               (649.6)                      (581.2)                      

Proposed Revenue Adjustments

Total Resources 4,929.0             5,076.8                    5,361.7                    

Expenditure Limitation 5,306.5                    

Appropriations:
Enacted/Recommended Appropriations 4,519.3             4,938.5                    5,306.3                    
Recommended Supplemental Appropriations 80.5                  27.9                         
Recommended Deappropriations (3.0)                          
Change in Standing Appropriations 6.2                    1.1                           
Total Appropriations 4,606.0             4,964.5                    5,306.3                    

Reversions/Estimated Reversions
Regular Reversions (2.9)                   (10.0)                        (10.0)                        
Operations Reversions (2.5)                          (2.5)                          

Net Appropriations 4,603.1             4,952.0                    5,293.8                    

Transfer to Property Tax Credits Fund 159.7                119.8                       

Ending General Fund Balance 166.2               5.0                           67.9                        
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Where General Fund Revenues Come From 

FY2007 General Fund Revenue

Corporate Income 
Tax
5%

Other Taxes
6%

Non-Tax Revenue
5% Personal Income 

Tax
51%

Sales/Use Tax
33%

Where General Fund Appropriations Go 

FY2007 General Fund Appropriations

Health and Human 
Services

23%

Education
59%

Justice
10%

Agriculture and 
Natural Resources

1%

Economic 
Development

2%

Administration and 
Regulation

5%
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State of Iowa
Estimated Condition of the Cash Reserve, GAAP, and Economic Emergency Funds
($ in Millions)

Actual Estimated Estimated
FY2005 FY06 FY07

CASH RESERVE FUND

Balance Brought Forward 159.7            222.4            367.7            

Estimated Revenues:
Prior Fiscal Year Ending Balance 166.0            166.2            2.5                
Transfer from Federal Funds fund 10.7              
Appropriation from General Fund 45.6              

Total Funds Available 382.0            388.6            370.2            

Transfer to Property Tax Credits (159.6)           
Transfer to GAAP Retirement Account (20.9)             

Ending Balance - Cash Reserve Fund 222.4            367.7            370.2            

Cash Reserve Fund Goal (5%/7.5%) 341.3          367.7          392.3          

GAAP Retirement Account

Balance Brought Forward -                  -                  -                  

Estimated Revenues:
Transfer From Cash Reserve Fund -                  20.9              -                  

Total Funds Available -                  20.9              -                  

Excess to Economic Emergency Fund -                  (20.9)             -                  

Ending Balance - GAAP Retirement Fund -                  -                  -                  

Economic Emergency Fund

Balance Brought Forward 3.3                3.3                24.2              

Estimated Revenues:
Transfer From GAAP Retirement Account -                  20.9              -                  

Total Funds Available 3.3                24.2              24.2              

Total Transfers Out: -                  -                  -                  

Ending Balance - Economic Emergency Fund 3.3                24.2              24.2              

Economic Emergency Fund Goal (5.0%/2.5%) 113.8          122.6          130.8          
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State of Iowa
General Fund Revenue (Appropriable Revenues)
Cash Basis
($ in Millions)

Actual Estimated Estimated
FY2005 FY2006 FY2007

Tax Receipts
Personal Income Tax 2,782.3         2,811.9         2,913.9         
Use Tax 1,812.3         1,872.7         1,935.0         
Corporate Income Tax 280.9            311.4            319.2            
Inheritance Tax 78.4              70.9              69.6              
Insurance Premium Tax 130.9            128.3            126.4            
Cigarette Tax 87.4              89.1              90.9              
Tobacco Tax 8.7                8.9                9.1                
Beer Tax 14.0              14.3              14.6              
Franchise Tax 35.4              35.4              35.8              
Miscellaneous Tax 0.6                1.0                1.0                

Total Tax Receipts 5,230.9         5,343.9         5,515.5         

Other Receipts
Institutional Payments 12.7              12.4              12.9              
Liquor Profits 59.0              61.8              61.8              
Interest 9.7                10.4              12.0              
Fees 72.3              72.5              70.4              
Judicial Revenue 59.2              60.9              61.9              
Miscellaneous Revenues 65.1              28.4              28.1              
Racing and Gaming Revenues 60.0              60.0              60.0              

Total Other Receipts 338.0            306.4            307.1            

Total Tax & Other Receipts 5,568.9         5,650.3         5,822.6         

5.9% 1.5% 3.0%
Transfers

Lottery 49.3              53.3              55.4              
Other Transfers 39.1              8.8                8.4                

Total Transfers 88.4              62.1              63.8              

Total General Fund Receipts and Transfers 5,657.3         5,712.4         5,886.4         

6.4% 1.0% 3.0%
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State of Iowa
General Fund and Other Funds
Proposed Revenue/Transfer Adjustments
($ in Millions)

Proposed Proposed
FY2006 FY2007

General Fund Revenue Adjustments:

Cigarette and Tobacco Tax Increase  31.5              129.9            
Cigarette and Tobacco Tax Increase - Transferred to

Healthy Iowans Tobacco Trust Fund (31.5)             (129.9)           
Combined Corporate Reporting 25.0              
Beer Tax Increase 7.4                
Department of Revenue - Enterprise Collections Services 4.8                
Increase Court Costs 2.2                
Increase Misdemeanors/OWI 2.0                
Increase Speeding Fines 2.1                
Additional DCI Agents for Riverboats 1.0                2.6                
Additional Racing and Gaming Staff for Riverboats 0.7                
Banking Fees Increase 0.2                

Total General Fund Revenue Adjustments 1.0                47.0              
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State of Iowa

($ in Millions)

Actual Estimated Estimated
FY2005 FY2006 FY2007

Tax Receipts:
Personal Income Tax 169.4            178.4            183.4            
Sales/Use Tax 124.9            132.0            135.0            
Corporate Income Tax 25.0              25.0              25.0              
Inheritance Tax 13.2              13.1              13.1              
Insurance Premium Tax -                  -                  -                  
Cigarette Tax -                  -                  -                  
Tobacco Tax 0.7                0.7                0.7                
Beer Tax 1.5                1.4                1.4                
Franchise Tax 2.9                2.9                2.9                
Miscellaneous Tax (0.1)               (0.1)               (0.1)               

Total Tax Receipts 337.5            353.4            361.4            

Other Receipts:
Institutional Payments 4.5                2.0                2.0                
Liquor Profits 1.3                1.3                1.3                
Interest 1.9                2.0                2.0                
Fees 4.0                4.0                4.0                
Judicial Revenue 6.3                6.2                6.2                
Miscellaneous Receipts 4.4                4.4                4.4                
Racing and Gaming -                  -                  -                  

Total Other Receipts 22.4              19.9              19.9              

Total Receipts 359.9            373.3            381.3            

Transfers:
Lottery 14.5              15.0              15.0              
Other Transfers 7.6                5.2                5.2                

Total Transfers 22.1              20.2              20.2              

Additional One-Time Adjustments 1.7                1.5                1.5                

Total Receipts and Transfers 383.7            395.0            403.0            

Net Change (31.4)            13.0             9.5                

General Fund Accrued Revenue Changes
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State of Iowa
General Fund Refunds of Taxes Paid
($ in Millions)

Actual Estimated Estimated
FY2005 FY2006 FY2007

Refunds:
Personal Income Tax (540.5)           (489.7)           (435.4)           
Sales/Use Tax (62.1)             (46.5)             (34.1)             
Corporate Income Tax (94.6)             (113.9)           (112.2)           
Inheritance Tax (2.1)               (2.0)               (2.0)               
Cigarette Tax (0.2)               (0.4)               (0.4)               
Franchise Tax (1.6)               (1.5)               (1.5)               
Other (1.2)               (1.2)               (1.2)               

Total Gross Refunds (702.3)           (655.2)           (586.8)           

Less: Reimbursements 5.4                5.6                5.6                

Total Net Refunds (696.9)           (649.6)           (581.2)           
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State of Iowa
General Fund Appropriations by Functional Area
($ in Millions)

Actual Estimated Estimated
Functional Area FY2005 FY2006 FY2007

General Fund Appropriations
Administration and Regulation 212.9            165.0            255.4            
Agriculture and Natural Resources 34.9              36.7              37.6              
Economic Development 26.9              84.4              81.1              
Education 2,895.7         3,016.8         3,188.6         
Health and Human Services 954.5            1,123.5         1,204.4         
Justice 481.0            513.2            539.2            
Transportation 0.1                -                  -                  

Total Gross Refunds 4,606.0         4,939.6         5,306.3         
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State of Iowa
Recommended General Fund and Other Funds Supplemental Appropriations
and Deappropriations
Fiscal Year 2006

Recommended
Amount

Recommended Supplementals:
General Fund Appropriations

Department of Corrections
Central Office 625,000                           
County Confinement 125,000                           
Fort Madison 1,557,273                        
Anamosa 145,939                           
Oakdale 205,264                           
Newton 169,669                           
Mount Pleasant 84,245                             
Rockwell City 48,646                             
Clarinda 117,463                           
Mitchellville 67,630                             
Fort Dodge 123,396                           

Department of Human Services
Medical Assistance 13,500,000                      
Clarinda 250,000                           

Department of Inspections and Appeals
Indigent Defense 4,000,000                        

College Aid Commission
National Guard Scholarships 75,000                             

Department of Public Defense
Homebuyer Program 1,000,000                        

Department of Public Safety
Gaming Officials 1,000,000                        
Administration 400,000                           

Board of Regents
Gilcrest Hall deductible 2,000,000                        

Secretary of State
Operations 400,000                           

Department of Veterans Affairs 2,000,000                        
Disabled Veterans Program

Total General Fund Supplemental Appropriations 27,894,525                      

Healthy Iowans Tobacco Trust Fund
Department of Human Services

Medical Assistance 31,500,000                      

Total Other Funds Supplemental Appropriations 31,500,000                      

Recommended Deappropriations
General Fund Appropriations

Iowa Veterans Home
Operations (3,000,000)                        

Total General Fund Deappropriations (3,000,000)                        

Contingency Supplemental Appropriation from the General Fund:
LIHEAP 5,000,000                        
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State of Iowa
Calculation of Cash Reserve Fund and Economic Emergency Fund Percentage Goals
Fiscal Year 2006 and Fiscal Year 2007
($ in Millions)

Fiscal Year 2006

December 2004 Revenue Estimating Conference Net Receipts Estimate 4,903.0                

Cash Reserve Fund 7.5% Goal 367.7                   

Economic Emergency Fund 2.5% Goal 122.6                   

Fiscal Year 2007

December 2005 Revenue Estimating Conference Net Receipts Estimate 5,230.7                

Cash Reserve Fund 7.5% Goal 392.3                   

Economic Emergency Fund 2.5% Goal 130.8                   
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State of Iowa
Calculation of Statutory Expenditure Limit
Fiscal Year 2007
($ in Millions)

Proposed FY07 Expenditure
FY2007 % Calculation Limitation

Revenue Estimating Conference Estimate 5,886.4         99% 5,827.5                    
Accruals 9.5                99% 9.4                           
Refunds (581.2)           99% (575.4)                     

Revenue Adjustments:

Combined Corporate Reporting 25.0              95% 23.8                         
Additional DCI Agents for Riverboats 2.6                99% 2.6                           
Additional Racing and Gaming Staff for Riverboats 0.7                99% 0.7                           
Additional Beer Tax 7.4                95% 7.0                           
Increase Speeding Fines 2.1                95% 2.0                           
Increase Misdeameanors/OWI 2.0                95% 1.9                           
Enterprise Collections Services 4.8                99% 4.8                           
Banking Fees Increase 0.2                99% 0.2                           
Increase Court Costs 2.2                95% 2.1                           

Total Revenue Adjustments 47.0              

FY07 Expenditure Limitation 5,306.5                    
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DRILLING PLATFORMS &  
POLICY HIGHLIGHTS 

• ENTERPRISE STRATEGIC PLAN 

• STUDENT ACHIEVEMENT 

• TRANSFORMING THE ECONOMY 

• HEALTHY IOWANS 

• SAFE COMMUNITIES 

• NATURAL RESOURCES 

• ACCOUNTABLE GOVERNMENT 

• TRANSPORTATION / INFRASTRUCTURE 
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This plan fulfills Accountable Government Act Section 8E.204, providing an enterprise strategic plan “to promote 
long-term and broad thinking, focus on results for Iowans, and guide the allocation of human material resources 
and day-to-day activities.”  Agency strategic and annual performance plans show how this enterprise strategic plan 
is implemented throughout State government.  Vilsack-Pederson budget recommendations provide the resources to 
implement the Fiscal Year 2007 components of both enterprise and agency planning.   
 

Vision:  Make Iowa the best place to live, work, and raise a family 
Mission: Grow Iowa 
Values: Opportunity, Responsibility, Security 
 

Improve Student Achievement 
• Create a strong early care, health, and education system   
• Renew our commitment to an integrated P-16 system   
• Strengthen the workforce connection between education and business/labor   
• Reduce the racial achievement gap   
 

Transform the Economy 
• Expand economic opportunity and job growth by investing in business expansion and development  
• Increase the number of employed workers with college experience   
• Attract and retain a diverse workforce 
• Multiply cultural and recreational opportunities to attract young people to Iowa   
 

Advance the Health of Iowans 
• Provide greater security by increasing health care quality, access, and affordability  
• Improve preventative strategies and health education   
• Enhance quality of life   
 

Strengthen Community Safety, Particularly for Vulnerable Iowans 
• Focus on vulnerable populations, including children, dependent adults, and those at risk of domestic violence 
• Emphasize prevention, with a focus on early childhood and youth development   
• Prepare those leaving the justice system to lead productive lives  
 

Enhance the Quality of Our Natural Resources 
• Improve water quality throughout Iowa 
• Enhance opportunities for outdoor recreation 
• Promote the use and development of sustainable resources   
 

Improve Government Accountability and Infrastructure 
• Reinvent Iowa government to provide better services at less cost  
• Invest to maximize productivity and minimize life cycle costs  
 
Find detail supporting the outline above in the FY2007 Purchasing Results documents:  
http://purchasingresults.iowa.gov , including: 
• Requests for Results, including Indicators, Strategy Maps, and Purchasing Strategies, which broadly show 

what results we want to achieve, how we will know if we are achieving them, and our basic approaches for 
achieving the results  

• Offers, which show how agencies and their partners will achieve the desired results 
Additional data for State goals appear at http://www.resultsiowa.org/index.html 
 
For further information, please contact:   
Jim Chrisinger, Department of Management, 515.281.6537 or Jim.Chrisinger@iowa.gov  

ENTERPRISE STRATEGIC PLAN 
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Student Achievement 
 
Central to our ability to accomplish the goal of creat-
ing an Iowa that is the best place to live, work and 
raise a family is a world-class education system.  Our 
children must be afforded every opportunity to suc-
ceed in life.  Iowa and the nation must become more 
creative, more innovative, and more highly educated, 
to compete in the global economy.    Gov-
ernor Vilsack and Lt. Governor Pederson 
propose a meaningful investment of state 
dollars where it matters most—early in life.  
Receiving significant funding will be early 
childhood, teacher quality, community col-
leges, AEA’s, Iowa Tuition Grant, and Re-
gents’ universities. 
 
 

Iowa Strong Start 
 
To ensure all children are healthy and have a real 
chance for success, we must continue our comprehen-
sive commitment to young children that integrates and 
coordinates efforts in early care, health and education.  
We must make a long-term commitment to providing 
access to quality preschool opportunities. We will cre-
ate a stable and long-term funding mechanism similar 
to the existing K-12 funding formula that would pro-
vide resources to ensure access to quality preschool 
programs for all four year olds state-
wide. We will improve child care 
through the Quality Rating System, 
increase access to dental care and 
healthy mental development, and 
assist communities in developing 
early care, health and education sys-

STUDENT ACHIEVEMENT 

Data Source:  Iowa Department of Education Shared Visions and 
District Data, Iowa Department of Human Services Access Data 
System; NAEYC Website: Accredited Program Search; Head 
Start Program Information Report for 2002-2003: Total Actual 
Enrollment 
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Data Source:  University of Iowa, Iowa Testing Programs 
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Data Source:  Department of Education 
 

Iowa 11th Graders at or Above the Proficient 
Level on the ITBS Math Test
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Data Source:  Iowa Department of Education; Iowa community 
College, Management Information System; Iowa College Student 
Aid Commission, Information Digest of Post Secondary Educa-
tion; Iowa Board of Regents 
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tems.  Governor Vilsack and Lt. Governor Pederson 
propose an increase of $75 million over five years to 
provide every child in Iowa access to high quality pre-
school as well as the following recommendations: 
 
• Implement child care Quality Rating System   

$3.855 million 
• Increase dental care and healthy mental develop-

ment   $475,000 
• Increase technical assistance to Community Em-

powerment Areas $375,000 
 
 
Student Achievement/Teacher Quality 
 
Teacher quality is the most significant factor influenc-
ing student achievement.  Iowa’s children deserve the 
best, brightest, and most dedicated teachers in every 
classroom in the State.  Governor Vilsack and Lt. Gov-
ernor Pederson’s initiative builds upon the original 
Student Achievement and Teacher Quality Program 
and makes a five-year, $30 million increase per year 
funding commitment.  Additional resources for teacher 
compensation and professional development will be 
provided as well as establishment of an administrator 
quality program.  This will directly work to improve 
the quality of instruction in classrooms across Iowa 
and will result in improved student performance. 
 
 
Vanguard School Grants 
 
Now more than ever schools must be creative learning 
centers.  To allow Iowa’s school districts to be at the 
forefront of national efforts to spur innovation in the 
classroom, Governor Vilsack and Lt. Governor Peder-
son propose the creation of the Vanguard School Grant 
Fund.  The fund will collect unexpected revenues that 

the State receives at the end of the fiscal year to allow 
the State Board of Education to provide five-year 
grants to school districts for innovative proposals in 
the following areas: 
 
• Increasing access to advanced placement courses 

and web-based learning opportunities 
• Assisting low-performing schools 
• Recruiting and retaining teachers in areas experi-

encing shortages 
• Establishing parent liaison programs 
• Sharing and consolidating school schedules and 

calendars 
• Expanding or maintaining technology in the class-

room 
• Returning fine arts courses to schools 
• Staffing libraries with certified teacher-librarians 
• Providing extra learning opportunities 
 
 
Other Student Achievement Highlights 
 
• $85 million to school districts and AEA’s for al-

lowable growth, including $10 million to the 
AEA’s 

• $30 million to the Regents for year two of the 
Transformation Plan 

• $6 million to community colleges for educational 
programming 

• $3 million to expand the Iowa Tuition Grant pro-
gram 

• $500,000 to grow the Enrich Iowa open access 
program and enhance the State Library collection 

• $200,000 to expand the Iowa Jobs for America’s 
Graduates program 

• $100,000 for non-public school transportation and 
text books 



33 Iowa Budget Report Fiscal Year 2007 

[Note: the drilling platform below reflects a correction made after the hard copy version of the Budget Report was printed.] 

DRILLING PLATFORM 
STUDENT ACHIEVEMENT 

 

$15,000,000
$41,910,844
$99,593,894

$270,000
$2,147,718,577

$591,732,911
$25,895,562
$14,305,786

$155,562,414
$52,653,990

$1,594,569
$285,000

$1,954,105
$8,987,821

$600,000
$6,292,576

$364,640
$2,913,432
$1,376,558
$2,533,115
$2,509,683
$6,372,175
$1,620,694

$125,000
$3,800,000
$1,505,569
$5,294,908
$4,779,655

$54,421
$1,029,784
$1,240,478
$2,936,904

$140,000
$50,000

$346,451
$76,400

Voluntary Access to Quality Preschool for all 4 Year Olds
Comprehensive Early Care, Health and Education System 
Educator Quality 
High School Reform 
State Aid to School Districts and AEA’s 
Board of Regents Universities 
Board of Regents Special Purpose 
Board of Regents Special Schools 
Community Colleges 
Iowa Tuition Grant 
Lifelong Learning Media 
Teacher Shortage Forgivable Loans 
Department for the Blind – General Operations 
State Aid to Nonpublic Schools 
Iowa Jobs for America’s Graduates 
Department of Education 
College Student Aid Commission 
Libraries Enrich Iowa 
Library Service Areas 
Iowa Vocational Technical Tuition Grants 
Child Nutrition Programs 
Public Service Media 
State Library 
Iowa Commission on Volunteer Services 
Iowa National Guard Educational Assistance Program 
Iowa Art=Iowa Growth 
State Historical Society of Iowa 
Vocational Rehabilitation 
Independent Living Services for Iowans with Disabilities 
Iowa Grants 
Regional Telecommunication Councils 
Vocational Education Secondary 
Iowa Work Study Opportunities 
Osteopathic Forgivable Loan Program 
Physician Recruitment Program 
Washington DC Internships for Iowans 

Unfunded Priorities 
IPTV Children’s Health Awareness 
A Competitive Education for a “Flat World” 
Smart Tools for Iowa’s Workforce 
Department for the Blind – Older Iowans 
Department for the Blind – Learning Disabilities 
Department for the Blind – Business Enterprises 
Department for the Blind – Project Assist 
Department for the Blind – Vocational Rehabilitation 
Department for the Blind – In Home Recording 
Connect Students to the Workplace 

$281,997
$210,000
$160,316

$58,000
$17,040

$5,325
$40,000
$52,615

$5,325
$1,950,000

Funded Priorities 
HIGHER

PRIORITIES

LOWER
PRIORITIES

$2,780,618

$3,203,427,916
Total Resources
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Targeted Industries Growth Initiative 
 
Technology, innovation, and productivity—the watch-
words of the New Economy—have long been part of 
the business climate in Iowa.  With the formation of 
the Iowa Values Fund in 2003, Governor Vilsack and 
Lt. Governor Pederson created the single largest eco-
nomic development tool in the history of the State.  
Aware of this potential, the Iowa Department of Eco-
nomic Development retained the services of Battelle 
Memorial Institute to produce a formal strategy and 
roadmap to drive economic growth in the advanced 
manufacturing, biosciences, and information solutions/
financial services sectors.   
 
Through interviews and focus groups with industry 
leaders, members of the academic community, and 
users of the products and services, the Battelle Group 
identified the critical segments of each sector where 
Iowa needs to concentrate its development efforts.  In 
our increasingly technology based economy, innova-
tion, and the commercialization of innovation, will 
continue to drive the success of Iowa’s economy.  The 
Battelle Group concluded that it is vital for the State of 
Iowa to make commercialization and industry partner-
ing not only a core mission of its Regents Universities, 
but also one that is well funded by the State. 
 
Governor Vilsack and Lt. Governor Pederson propose 
an investment of $50 million over three years from the 
tobacco settlement refinancing proceeds to Iowa’s 
Regents University system for investment in the infra-
structure recommendations from the Battelle Group.  
Because private sector involvement is essential to the 
process, the Regents will work in concert with the in-
dustry steering groups, the Department of Economic 
Development Commercialization Committee, and the 
Chief Technology Officer to prioritize the investment 
for maximum impact.   
 
 
Lean Manufacturing Institute 
 
Iowa’s advanced manufacturing sector has been, and 
continues to be, a pillar of our economy by providing 
well-paying jobs for our residents.  Maintaining and 
expanding the economic opportunities for advanced 
manufacturing in Iowa will depend on the industry’s 
ability to innovate and move new processes and prod-
ucts into the market rapidly.  The Lean Manufacturing 

process is the major backbone of many manufacturing 
firms’ efforts to increase productivity and reduce costs. 
 
Following the recommendation of the Battelle Group, 
Governor Vilsack and Lt. Governor Pederson propose 
the creation of a statewide Lean Manufacturing Insti-
tute to provide executive-level, in-depth training assis-
tance for Iowa’s manufacturing firms.  An appropria-
tion of $250,000 to the Iowa Department of Economic 
Development in FY2007 is recommended to initiate 
the institute. 
 
 
Iowa Biosciences Alliance 
 
To prosper in the increasingly technology based, 
global economy, the State of Iowa must commit itself 
to leveraging existing organizations and programs and 
developing new initiatives in technology driven fields.  
Human, animal, and plant biosciences present tremen-
dous business opportunities in areas such as biorenew-
able fuels, drugs and pharmaceuticals, medical devices 
and biomaterials.   
 
As part of its research, the Battelle Group identified 
seven platforms within the State’s biosciences industry 
with high growth and high impact potential for Iowa.  
After defining Iowa's unique capabilities—where the 
state’s raw materials meet the research prowess and 
educated population—Battelle developed Iowa’s path-
way for success to grow and excel in the biosci-
ences.  From this strategic roadmap emerged the crea-
tion of the Iowa Biosciences Alliance, a 45 member 
board made up of representatives from academia, gov-
ernment and most importantly, the private sector. 
 
The mission of the alliance is to facilitate communica-
tions, foster collaboration on common issues, and de-
velop a critical mass of support to stimulate the actions 
required to realize Iowa’s bioscience vision.  To 
achieve this aim, Governor Vilsack and Lt. Governor 
Pederson recommend an appropriation more than $3 
million in FY2007 to allow the Iowa Biosciences Alli-
ance to invest in the following strategic areas: 
 
1. Building Iowa’s bioscience research capacity 
around the seven technology platforms focusing on 
investments in talent, facilities, and equipment; 
2. Encouraging and facilitating the commercializa-
tion of bioscience research to enhance opportunities 

TRANSFORMING THE ECONOMY 
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for start-up, emerging, and existing companies; 
3. Fostering a positive business environment that 
supports, sustains, and encourages growth and sustain-
ability of biosciences firms in Iowa; 
4. Developing Iowa’s talent pool specific to the bio-
sciences industry. 
 
The goal of this initiative in FY2007 is to create 10 
new bioscience business opportunities and attract 300 
additional jobs to the state. 
 
 

Other Economic Development Highlights 
 
• $50 million to the Department of Economic De-

velopment’s Grow Iowa Values Fund 
• $1.3 million to the Department of Cultural Affairs 

to expand the Iowa Great Places initiative 
• $12 million to the Department of Economic De-

velopment’s Community Attraction and Tourism 
program 

[Note: the drilling platform below reflects a correction made after the hard copy version of the Budget Report was printed.] 

Unfunded Priorities 

$50,000,000
$5,109,252

$22,971853

$6,990,924
$729,191

$5,554,295

$1,500,000
$12,036,197

$1,152,461

$1,021,500
$678,159

$3,256,976
$5,478,800

$6,856,655

$200,000
$1,030,607

$275,709
$1,000,000

Grow Iowa Values Fund 
Bioscience Alliance 
Regents Battelle Biosciences and Economic 
Development 
Business Development and Marketing 
Business Financial Assistance 
Employee Job Training and Lean Manufacturing 
Institute 
Iowa Great Places 
Development of Major Community Attractions 
Financing for Housing, Water, Sewer & Community 
Facilities 
Community Development Assistance 
Downtown Resource Development/Main Street 
Tourism Promotion 
Expanding Iowa’s Productive Workforce-Health, 
Safety & EWB 
Expanding Iowa’s Productive Workforce-Field Office 
Network 
Entrepreneurs with Disabilities Program 
Meeting the Mandates of Chapter 20 
Iowa Career Consortium (ICC) 
State Housing Trust Fund 

Funded Priorities 

Skill Credentials Initiative 
Ch 16 State Income Tax Exempt Bonds 
Tier2 Reporting 

$200,000
$165,000

$75,000

DRILLING PLATFORM 
TRANSFORM IOWA’S ECONOMY 

 

HIGHER
PRIORITIES

LOWER
PRIORITIES

$440,000

$125,842,579
Total Resources
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Tobacco Tax 
 
The health security of Iowans is threatened by the use 
of tobacco products—costing us all in dollars and 
cents, and some with our lives.  Each year smoking 
costs all Iowans in increased medical costs and lost 
productivity – last year alone the state spent more than 
$277 million in medical related expenses for smoking 
related illnesses while the state only collected $88 mil-
lion in cigarette taxes.   In order to preserve the State’s 
commitment to health care, smokers must assume 
greater responsibility of the costs of smoking-related 
illnesses. 
 
Governor Vilsack and Lt. Governor Pederson recom-
mend raising the cost of every pack of cigarettes by 

$0.80 to ensure that fewer children will 
begin smoking.  Revenues from the 
increase in the tobacco tax will be trans-
ferred to the Healthy Iowans Tobacco 
Trust to expand smoking prevention 
programs, fund health insurance relief 

for small businesses and school districts, support the 
Medicaid program, and create a means to repay the 
Senior Living Trust.  This will protect the health secu-
rity for Iowa’s most vulnerable populations. 
 
 
Small Business and School District  
Health Insurance Assistance 
 
Increasing costs of health care are having a significant 
impact on small businesses.  In Iowa, businesses have 
faced double-digit increases in health insurance premi-
ums the last few years.  At that rate, the cost of health 
insurance for employees doubles within four to five 
years.  These increases force our small employers to 
choose between their employees’ health and investing 
in their business.  Iowa small businesses need both 
healthy employees and resources to invest in their fu-
ture to grow and thrive.  Without a healthy workforce, 
businesses pay a cost in lost time and productivity.  
Furthermore, to attract a strong workforce in a com-
petitive environment, small businesses must be able to 

HEALTHY IOWANS 
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offer a comprehensive health benefit package.  Simi-
larly, Iowa school districts are impacted by rising 
health care costs.  Resources that should be invested 
student achievement and teacher quality are instead 
diverted to cover rising health care costs.  Governor 
Vilsack and Lt. Governor propose $30 million in reve-
nue from an increase in the tobacco tax to create small 
business and school district reinsurance funds that will 
provide assistance with high cost claims and relief 
from increasing premiums. 
 
 
Mental Health Redesign 
 
All persons with disabilities should have the opportu-
nity to live, work, learn and participate fully in the 
community to their maximum potential.  We support a 
results focused Mental Health/Mental Retardation/ 
Developmental Disability/Brain Injury (MH/MR/DD/
BI) system that makes mental health services con-
sumer and family driven, reduces disparities in access 
to services and increases positive results from services 
provided.  Governor Vilsack and Lt. Governor Peder-
son’s budget recommendations take steps to make 
these system improvements and fully fund the MH/
MR/DD/BI allowable growth increase adopted last 
legislative session. 
 
 
Meeting the Needs of Older Iowans:   
Case Management and Consumer Choice 
 
At some point in their lives, all older Iowans and their 
families are confronted with difficult choices about 
their long-term living needs.  Unfortunately, all too 

often, they are unaware of which services will best 
meet their needs and if those services are available to 
them.  In many cases a home delivered meal, transpor-
tation assistance, a home health worker or other home 
and community-based services can help a person stay 
in their home longer and at less expense. 
 
Older Iowans deserve the freedom to choose from a 
variety of living and service options that guarantee 
their dignity, autonomy and independence. By helping 
older Iowans better understand what services they 
need and ensuring that they are available to them, we 
will provide them with the ability to make informed 
choices about the type of quality care that is best for 
them.  Governor Vilsack and Lt. Governor Pederson 
budget recommend an increase in funding for the Case 
Management Program for the Frail Elderly and the 
creation of the Consumer Choice, Support and Educa-
tion Program to meet these needs. 
 
 
Other Healthy Iowans Highlights 
 
• $6 million increase in child care funding to fully 

implement the child care eligibility and provider 
rate increases passed into law last session 

• $2.2 million for Preparation for Adult Living Ser-
vices (PALS) to expand services for individuals 
aging out of foster care to age 21 

• $4 million increase in funding for tobacco use 
prevention, cessation and treatment 

• $2 million to create a Veterans Disability fund to 
provide up to a $10,000 benefit to Iowa Veterans 
who have been severely injured or disabled in 
combat since September 11, 2001 
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[Note: the drilling platform below reflects a correction made after the hard copy version of the Budget Report was printed.] 

$20,377,584
$24,447,517

$2,171,190
$885,401,770

$1,140,887
$106,707,806

$634,162
$29,711,871
$95,960,447
$35,314,072

$8,677,662
$80,333,705

$2,074,990
$161,674,121

$1,936,434
$462,558

$65,673
$7,738,077

$4,589,150
$9,294,969

$809,308
$2,637,128
$3,566,830

$17,288,142
$12,042,021

$1,527,480
$973,589
$352,681
$174,198
$373,533
$332,114
$112,162
$129,949

$9,521,705
$20,508,058
$23,302,660

$0
$4,757,704

$700,000
$39,082

State Child Health Insurance Program/Hawk-i 
Child Care 
BHC Healthy Children and Families 
Medical Assistance and Medical Contracts 
BHC Defeating Infectious Diseases 
Child Welfare and Juvenile Justice Community Services 
Health Insurance Premium Payment 
BHC Addiction Free Iowa 
IowaCare 
Adoption 
Child Support 
Supporting Basic Needs of Low Income Iowans 
BHC Health Promotion and Chronic Disease Management 
Mental Health/Developmentally Disabled Community Services
Children with Disabilities 
Healthy Aging 
National Family Caregivers Support Program 
Home and Community Based Services and Community 
Supports 
Case Management Program for the Frail Elderly 
BHC Healthy Aging and Long Term Living 
BHC Assuring Iowa’s Environmental Health 
BHC Improving Access and Delivery 
Preparation for Adult Living Services 
Juvenile Facilities 
Long Term Health Care Services for Veterans 
Domiciliary Services for Iowa Veterans 
Winning Compliance 
Elder Abuse Awareness 
Iowa Commission on Volunteer Services-RSVP 
Ombudsman/Resident Advocate Committees 
Veteran’s Awareness Program for Medical and Other Benefits 
Senior Internship Program 
Caregivers Retention Project 
BHC Health Protection and Regulation 
Mental Health Institutes 
Resource Centers 
Improve Services to Family Investment Program Participants 
Civil Commitment Unit for Sexual Offenders 
Home and Community Based Services Rent Subsidy Program 
Elder Affairs Special Projects 

Unfunded Priorities 
Greater Self-sufficiency for Iowans with Disabilities 
Home and Community Based Services Revolving Loan 
Program 
Transitional Housing Revolving Loan 
Senior Living Revolving Loan Program 
Substitute Decision Maker 
Cemetery Development 
Department of Health DAS Billings 

$600,000
$2,000,000

$1,400,000
$3,000,000

$395,517
$80,280
$32,809

DRILLING PLATFORM 
HEALTHY IOWANS 

 

Funded Priorities HIGHER
PRIORITIES

LOWER
PRIORITIES

$ 7,508,606     

$ 1,577,862,989       

Total Resources 
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State Fusion Center 
 
The demand for intelligence information by the State 
and local government officials has broadened consid-
erably in recent years.  Officials who are responsible 
for homeland security in our State must have accurate, 
reliable, and timely information to understand the na-
ture and extent of the threats, vulnerabilities, and risks 
facing Iowans.  In response to these demands, the De-
partment of Public Safety and Homeland Security and 
Emergency Managements partnered together in 2005 
to form the State Fusion Center.  The Center “fuses” 
traditional criminal intelligence gathering, analysis, 
and dissemination with the broader intelligence needs 
to serve homeland security efforts as a partnership 
among local, state, and federal agencies, as well as the 
private sector.  Governor Vilsack and Lt. Governor 
Pederson recommend $665,000 in FY2007 to continue 
the State Fusion Center operations. 
 
Criminal Justice Information System 
 
Iowa’s Criminal Justice Information System (CJIS) 
integration initiative intends to develop a statewide, 
seamless, real-time information sharing system to al-
low criminal justice agencies to exchange information 
electronically within the criminal justice community.  
Currently, there are three established, real-time, crimi-
nal justice exchanges processes in place.  Governor 
Vilsack and Lt. Governor Pederson recommend $2.6 
million in FY2007 to fund Criminal Juvenile Justice 
Planning Agency’s CJIS efforts to allow as many as 
fifteen agencies within the criminal justice community 
to have the capacity to participate in automated ex-
change processing. 
 

Criminal Science Investigation 
 
Criminal investigations serve as a vital and versatile 
resource for the entire Iowa criminal justice system 
through prevention, education, crime detection and 
prosecution. Services include analysis and comparative 
studies of evidence, fingerprint identification, firearms 
identification, questioned documents studies, internet 
crimes, and criminalistics lab work.  Governor Vilsack 
and Lt. Governor Pederson propose an additional 
$652,000 in FY2007 to continue and expand opera-
tions of an all-felons DNA database.  This will assist 
law enforcement agencies, leading to more effective 
criminal investigations. 
 
Other Safe Communities Highlights 
 
• $300,000 to the Department of Public Safety to 

upgrade software for the Iowa Sex Offender Reg-
istry 

• $2.4 million to the Department of Corrections for 
Global-Positioning-System monitoring and treat-
ment of sex offenders. 

• $722,000 to the Department of Corrections to in-
crease treatment of mental health needs in Iowa’s 
prison 

• $8.4 million to the Department of Corrections for 
one-time equipment costs and to operate the ex-
panded special needs and mental health behavioral 
unit at the Iowa Medical Classification Center in 
Oakdale. 

• $950,000 to the Department of Correction to re-
duce recidivism by increasing supervision in the 
community based corrections system 

• $4.8 million pass through increase to the Judicial 
Branch budget 

SAFE COMMUNITIES 
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[Note: the drilling platform below reflects a correction made after the hard copy version of the Budget Report was printed.] 

Unfunded Priorities 

$1,254,029
$6,246,184
$3,656,020
$1,800,399

$303,343,705
1,227,848

$19,015,875
$44,427,097
$47,456,045

$4,000,447
$3,888,654

$851,747
$985,753

$322,417
$1,172,389
$1,449,700
$5,113,412

$950,339

Homeland Security & Emergency Management 
Iowa National Guard Military Readiness and Defense 
Supporting all Iowa Law Enforcement 
We Think so that Law Enforcement Can Act 
Dept. of Correction Current Level of Service 
Parole Board 
Criminal Sciences Supporting Iowans 
What Brown Does For You 
Public Defender/Indigent Defense 
It’s a Matter of Supply and Demand 
Ensuring the Life Safety of Iowans 
Dept. of Corrections Mental Health Transition 
Civil Rights Enforcement, Training, Education and 
Outreach 
Dept. of Corrections High Risk Caseload 
Iowa Law Enforcement Academy (ILEA) 
Running on Empty 
Dept. of Corrections IMCC Six Months Operating 
Costs 
Dept. of Corrections Re-Entry Process 

Funded Priorities 

Dept. of Corrections Basic Life Care 
Dept. of Corrections Education 
Criminal Investigations for the Iowa Criminal Justice 
System 
Taking a Megabyte out of Crime 
Homeland Security Regionalization 
Keep’em Alive and Injury Free Until 25 
It’s No Game-Iowa Must Play With a Full DEC 
Enhancing the Life Safety of Iowans 
Dept. of Corrections IMCC One Time Costs 
Military Service Member Home Buyer Benefit Program
Iowa Law Enforcement Academy (ILEA) 

$750,000
$1,750,000
$1,443,666

$827,725
$514,956

$1,483,156
$103,193
$293,449

$3,376,519
$1,000,000

$152,388

DRILLING PLATFORM 
SAFE COMMUNITIES 

 

H IG H E R
P R IO R IT IE S

L O W E R
P R IO R IT IE S

$447,162,060
Total Resources

$11,695,052
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Water Quality 
 
Iowa has an abundance of diversified water resources.   
With more than 72,000 miles of rivers and streams, 
182,000 acres of lakes, reservoirs and wetlands we 
have a responsibility to assure our water is clean and 
safe.  Clean water is essential to the growth of all Iowa 
communities no matter how large or small they may 
be.  Governor Vilsack and Lt. Governor Pederson pro-
pose an investment of $50 million over three years 
from the tobacco settlement refinancing proceeds be-
ginning in FY2007 to improve Iowa’s water quality. 
 
 
Watersheds 
 
The key to cleaner water is a quality monitoring pro-
gram that regularly tracks surface and groundwater 

across the state.  Iowa now has sixty-four watershed 
projects that are in various stages of completion that 
will reduce soil erosion, improve water quality, pro-
vide flood control and protect other natural resources.  
We must continue the cooperation of state, local and 
federal officials in working with private landowners to 
accelerate our protection efforts.  The Water Quality 
Initiative is providing a comprehensive approach to 
addressing water quality impairments.  Iowa is already 
making progress with increased buffer strips, an in-
crease in participation in continuous Conservation 
Reserve Program, more wetlands construction and 
restoration, nutrient management and a reliable moni-
toring system.  Governor Vilsack and Lt. Governor 
Pederson recommend a strong commitment to con-
tinue these water quality efforts by investing $20 mil-
lion in the Watershed Improvement Review Board 
over the next three years. 
 

NATURAL RESOURCES 

Data Source:  Iowa Department of Natural Resources; U.S. Envi-
ronmental Protection Agency, List of Impaired Waters 
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Lakes Restoration and Preservation 
 
This initiative provides additional resources to clean 
up lakes that do not have impaired watersheds.  Iowa 
has several examples communities working to improve 
the quality of water in local lakes that has in turn 
boosted economic growth and vitality.  Improvements 
can include dredging, shoreline stabilization and ac-
quisition of easements for critical habitats within wa-
tersheds.  Governor Vilsack and Lt. Governor Peder-
son recognize and appreciate the economic opportuni-
ties that lakes provide and propose that $20 million 
over three years be available to communities to restore 
the quality of the water in our lakes. 
 
 
Water Treatment and Federal  
Conservation Program 
 
In addition to investing in watersheds and lakes, Iowa 
must also help smaller communities by providing 

grants to supplement and leverage State Revolving 
Funds to upgrade local water treatment facilities.  
Smaller communities will also be able to apply for no-
interest loans. These funds will also be used to expand 
the non-point source projects in agriculture and brown-
fields cleanup and redevelopment.  Governor Vilsack 
and Lt. Governor Pederson’s budget calls for $10 mil-
lion to be made available to fund these local initiatives 
over the next three years. 
 
 
Other Natural Resources Highlights 
 
• $1.5 million to the Department of Natural Re-

sources to permanently protect unique natural 
areas that rise to the level of statewide signifi-
cance 

• $800,000 increase to Department of Natural Re-
sources to expand  REAP (Resource Enhancement 
and Protection) 
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$8,800,611 
 
 
 
 

$5,199,533 
 
 
 

$3,792,435 
 
 
 
 

$32,477,525 
 

$3,455,832 
$200,000 

 
$75,000 

 
 

$100,000 
$50,000 

$275,000 
$1,845,000 

$195,000 
$2,955,000 

$11,800,000 
 

$500,000 
$2,500,000 

 
$100,000 

$2,000,000 
 

$500,000 
$20,000,000 

To maintain critical activities related to the protection and 
enhancement of Iowa’s natural resources & quality outdoor 
recreation opportunities, parks, preserves, lakes, rivers, forests 
and wildlife areas contributing to the health and well being of 
Iowa’s families 
To implement a comprehensive state-wide watershed manage-
ment approach, which facilitates active engagement of local 
organizations and private landowners to address complex 
water quality and natural resources issues 
To implement programs related to quality of life such as com-
pliance with health-based drinking water and air quality stan-
dards, to reduce potential impacts to drinking water supplies, 
to reduce illegal dumping, to ensure quick response to envi-
ronmental spills, etc. 
To maintain services related to protect and to enhance Iowa’s 
natural resources and quality outdoor recreation 
To protect & improve Iowa’s groundwater resources 
To maintain services related to the administration of the Un-
derground Storage Tanks 
To enhance the public safety and health of our state park visi-
tors and Iowa’s natural resources and quality outdoor recrea-
tion activities 
To continue energy state programs 
To work with the Pollution Prevention Intern program 
To continue the Air Quality monitoring efforts 
To increase Water Patrol efforts 
To maintain and improve DNR’s GIS system 
To maintain water monitoring efforts 
To implement Resource Enhancement And Protection Pro-
gram 
To maintain IA’s public lakes, streams 
To continue the established program that improves the quality 
of lakes and other boating areas 
To maintain the Keeper’s of the Land Volunteer Program 
To provide resources to sustain status quo efforts for opera-
tions and maintenance of parks and preserves 
To maintain status quo funding for Water Supply programs 
To invest into Iowa’s water quality including watershed pro-
tection, lake restoration and a commitment to the infrastruc-

Unfunded Priorities 
To enhance the Department’s comprehensive state-wide wa-
tershed management approach 
To enhance watershed work by cleaning up targeted lakes and 
wetlands 
To enhance water quality monitoring efforts 
To increase funding for the Resource Enhancement And Pro-
tection Program 
To increase efforts to restore deteriorated lake water quality 

$800,000 
 

$250,000 
 

$800,000 
$1,000,000 

 
$500,000 

DRILLING PLATFORM 
NATURAL RESOURCES 

 

Funded Priorities 

 $96, 820 , 936 

Total Resources 
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Lean Business Processes 
 
During the past two years ten state departments have 
sponsored 24 business process review events which 
resulted in months and in some cases years of time 
saved for citizens and other departments.  Processes 
that have been reviewed include a wide range:  Air and 
water quality permitting, Offender Re-Entry, medica-
tion administration, and grant processing.  These 
events were initially encouraged by a partnership be-
tween the Iowa Council for Innovation and Growth 
(ICIG) and IDNR, DED & DOM.  The state depart-
ments have been mentored and financially supported 
by private sector businesses including Pella Windows, 
Alliant Energy and Rockwell Collins.  The dramatic 
and immediate results that have been produced a grow-
ing demand for time and cost to the private sector part-
ners have been asked to bear.  FY2007 is the time to 
institutionalize the Lean movement by assigning a 
permanent home in DOM and funding training for 
facilitators within several departments.   
 
 
Enterprise Collections 
 
The state is owed several hundreds of millions of dol-
lars in unpaid taxes, court fees and penalties and state 
departments are engaged in various collections activi-
ties for non-revenue items like student loans as well.  
Upgrading the collection services operations of the 
Department of Revenue with the latest software and 
databases will begin to pay an immediate return on 
investment.  To spread up-front cost over four years 
and reduce risk of software application development, 
the Department recommends converting the collec-
tions operation to a performance-based enterprise.  The 
Division has operated as a public-private partnership 
for several years.  They estimate the return on invest-
ment of over 40 percent over a five years period begin-
ning in FY2007.  Further, with better, faster data re-
sources they believe they can offer services to a wider 
range of state departments and possibly local govern-
ments as well.   
 
 

Entrepreneurial Management 
 
Restructuring the Department of Administrative Ser-
vices into a series of enterprises funded through sales 
of goods and services to customers has been a success.  
The quality of service has improved, the level of cus-
tomer satisfaction has risen and the cost to departments 
have in some cases reduced, in some held steady and 
in some increased moderately.  Further, departments 
are empowered to reduce their consumption with item-
ized billings and to control rates through Customer 
Councils.  One area where we have seen improvement 
is in space utilization with departments offering to 
give-up space to save money.  Four steps needed to 
continue  restructuring: 1) Directly fund maintenance 
of Ceremonial Space which departments are not em-
powered to cut to reduce their expenses;   2)  Directly 
fund the Subject Matter Experts (SME’s) working in 
I/3 System as a leadership utility; 3)  Continue repay-
ment of FY2005 cash-flow loan appropriated to DAS 
to capitalize the Enterprise funds with several months 
of working capital; 4)  Improve computer security by 
implementing the new Enterprise Information Security 
Office.             
 
 
Local Government Innovation  
 
Citizens in numerous communities over the past 10 
years have proposed a variety of local government 
reforms and thousands of cooperative agreements are 
in place implementing regional solutions.  Innovation 
and creativity are pathways to future growth and state 
and local governments must be prepared to continu-
ously improve along with businesses, workers and 
schools.  The Local Government Innovations Fund and 
the Iowa Center for Governing Excellence, will pro-
vide funding and technical assistance to communities 
interested in innovation.  Their objective will be to 
identify models of collaboration that might be replic-
able; overcome barriers to collaboration through tech-
nical assistance, outside mediation/facilitation; pro-
mote best practices; and encourage innovative/creative 
models of collaboration. 
 

ACCOUNTABLE GOVERNMENT 
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DRILLING PLATFORM 
ACCOUNTABLE GOVERNMENT 

$2,762,548 
$2,068,667 
$7,278,697 

$193,531 
$335,501 

$3,858,203 
$1,930,962 
$8,077,787 
$5,856,834 

$374,367 
$171,655 
$763,398 

$2,261,398 
$302,000 

$2,856,263 
$745,522 

$3,080,132 
$2,644,493 
$1,115,976 

$387,028 
$170,749 
$270,628 

$2,694,412 
$11,992,942 

$5,916,477 
$86,000 

$186,560 
$54,600 

$248,426 
$3,420,865 
$1,448,734 

$307,730 
$50,000 
$64,000 

$1,244,691 
$7,230,820 
$8,726,351 

$601,229 
$100,000 

$4,387,500 
$1,455,874 
$4,517,481 
$1,891,311 
$1,753,204 

$277,401 
$128,000 
$436,250 
$538,750 

$27,462 
$10,000,000 

$5,373 
$85,417 
$37,867 

$159,564,562 
 

Governor and Lt. Governor’s Office Budget 
Child Advocacy Board 
Benefits Administration System Modernization 
Access Iowa (Persons with Disabilities-Dept. Human Rights) 
Full Participation by Women 
State and Local Budget and Accountability for Results 
Alcoholic Beverage Licensing & Wholesaling Operation 
Banking & Professional Licensure 
Racing and Gaming Commission 
Persons with Hearing Loss 
Advocating for Inclusion 
Justice Research, Evaluation and Decision Support 
Administrative Hearings 
Process Improvement 
Revenue: Operations-Internal Services – Central Services 
Investment Management 
Retirement Services 
Member Services 
Employer Relations and Data Management 
Human Rights Administration 
Latino Affairs 
Criminal Justice Information System Integration 
Health Facilities 
Achieving Compliance with Iowa’s Tax Laws 
Processing $6 Billion of Tax Receipts to Fund State Government Services 
Asian & Pacific Islanders 
Audits 
Employment Appeal Board 
Information Security Office 
Essential Utility Services for Capitol & Ankeny Lab 
Investigations 
Drug Control Efforts to Reduce Substance Abuse in Iowa 
Technology Governance Board Support/Operations 
Juvenile Justice Community Planning Services 
Food and Consumer Safety 
Reasonably Priced, Reliable and Safe Utility Services 
Administration Services, Central Administration 
Tax Research & Program Analysis 
Sick Leave Incentive Program 
State Appeal Board 
Credit Union Division 
Iowa Insurance Division 
Governance, Plan Design and Financial Control 
Property Tax Administration 
Creation of the Property Assessment Appeal Board 
Printing Cigarette Stamps 
Cash Management Improvement Act 
Unemployment Compensation 
Collection Costs and Fees 
Rebuild Iowa Infrastructure Appropriation 
Motor Vehicle Fuel Tax-Administration 
Social & Charitable Gambling 
Targeted Small Business Certification 
Local Government Tax Credit 
 

Unfunded Priorities 
Enterprise Collection Services 
Cultural Competence (Status African Americans) 
Iowa Special Olympics 
Enhanced Training on Issues of Violence Against Women 
Summer Enrichment Academy (Status of African Americans) 
Cultural Competency (Persons with Disabilities) 
Enhanced Pre-employment Services for Iowans in Transition 
Iowa Collaboration for Youth Development 
HRE/State of Iowa Wellness Program 
Enhancement I to Drug Control Efforts 
Enhancement II to Drug Control Efforts 
Indian Settlement Officer 

$     
$75,000 
$50,000 
$24,000 

$160,000 
$75,000 
$93,000 

$1,600,000 
$100,000 

$83,671 
$61,882 
$25,000 

Funded Priorities 

$ 276 , 986 , 628 

Total Resources 

 $2 , 347 , 553 
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TRANSPORTATION & INFRASTRUCTURE 

Governor Tom Vilsack and Lt. Governor Sally Peder-
son believe strongly that funding for infrastructure and 
capitals should help improve state infrastructure and 
continue to provide for maintenance for the State’s 
buildings. 
 

Transportation 
 
Transportation projects in the State are primarily 
funded by revenues from the Road Use Tax Fund.  
Except for some “off the top” expenses, these revenues 
are distributed to governmental entities based on a 
formula.  Funding for state level projects and opera-
tions comes through the Primary Road Fund.  Trans-
portation projects are reviewed and approved by the 
Iowa Transportation Commission, made up of seven 
Commissioners appointed by the Governor and ap-
proved by the Senate.  The transportation project ap-
proval process is done by means of an annual five-year 
Highway Program. 
 
 
Department of Transportation Operations 
 
For FY2007, with a few modifications, Governor Vil-
sack and Lt. Governor Pederson are recommending 
funding for the Department of Transportation at the 
levels requested by the agency.  A summary highlight-
ing the significant differences is presented below. 
 
Recommended increases will fund costs associated 
with the replacement of equipment, additional fuel 
costs, and costs to purchase sand and salt for snow 
removal purposes. Additional funding is recommended 
to upgrade the information technology systems used 
by County Treasurers to issue drivers licenses and for 
enhancements to the vehicle registration and titling 
system. New funding is also recommended for tech-
nology improvements related to systems used to gather 
and distribute information on commercial vehicles. 
 
The Department requested continued infrastructure 
funding for capital improvement projects at Iowa’s 
commercial and general aviation airports and to assist 
in the development of recreational trails throughout 
Iowa. Governor Vilsack and Lt. Governor Pederson 
have recommended funding for these purposes again 
in FY2007. 
 
 
 
State Infrastructure and Capital Projects 
 
Infrastructure and capital projects are funded through 
dedicated revenues such as the tax on gambling and 
bonding of tobacco payments from the Master Settle-

Quality of Life: Percent of Interstate System 
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ment Agreement.  
 
In November 2005, the Tobacco Settlement Authority (TSA) restructured the existing debt related to the Series 
2001 bonds.  The restructuring resulted in a total of $150.7 million in new funding.  $50.2 million was deposited 
into the Endowment for Iowa’s Health Account and $100.5 million deposited into the Endowment for Iowa’s 
Health – Restricted Capitals Fund.  Based upon the restructuring and in order to help strengthen water quality and 
economic development, Governor Vilsack and Lt. Governor Pederson recommend that $50 million be used for 
water quality projects and $50 million be used for economic development, specifically implementing the Battelle 
recommendations.  This has been accomplished as follows: 
 

Infrastructure and capital projects are appropriated from four funds; Rebuild Iowa Infrastructure Fund, Vertical 
Infrastructure Fund, Tobacco Securitization Tax Exempt bond Proceeds Restricted Capital Fund, and the Endow-
ment for Iowa's Health Restricted Capitals Fund. 
 
For FY2007, Governor Vilsack and Lt. Governor Pederson recommend the following appropriations out of the 
Rebuild Iowa Infrastructure Fund: 
 
• $35.0 million to the Environment First Fund 
• $15.0 million to the Vertical Infrastructure Fund 
• $10.0 million to the Secure and Advance Vision for Education (SAVE) Fund for school infrastructure projects 
• $12.0 million for Community Attraction and Tourism grants 
• $10.0 million for water quality projects 
• $10.0 million for implementation of Battelle recommendations for economic development 
• $2.7 million for continuation of ICN Part III Leases 
• $3.9 million for pooled technology projects 
• $2.75 million to the Department of Transportation for recreational trails, commercial air and general air grants 
• $1.5 million to the Department of Natural Resources to help purchase through public/private partnerships land 

considered “natural Iowa gems” 
• $2.0 million to Community Colleges for infrastructure projects 
• $1.0 million to the Department of Cultural Affairs for historic site grants and battle flag restorations 
• $0.5 million to the Department of Public Safety for continuation of payments on the lease of the Iowa auto-

mated fingerprint identification center 
• $0.3 million to the Department of Corrections for continuation of payments on the electrical lease at Fort 

Madison 
• $0.3 million to Iowa Public Television for an uninterruptible power supply to their equipment 
• $0.1 million to the Camp Dodge Armed Forces Readiness Center 
• $10.0 million to the Board of Regents for Tuition Replacement 
• $5.4 million to the Prison Infrastructure Fund 
• $2.0 million of technology and equipment needs at the Department of Corrections, Iowa Law Enforcement 

FY2007 FY2008 FY2009 Total
Water Quality Projects
Rebuild Iowa Infrastructure Fund $10.00 $10.00 $10.00 $30.00 
Endowment for Iowa’s Health Account $10.00 $10.00 $20.00 
Total $50.00 

Battelle
Rebuild Iowa Infrastructure Fund $10.00 $10.00 $10.00 $30.00 
Endowment for Iowa’s Health Account $10.00 $10.00 $20.00 
Total $50.00 
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Academy, Board of Parole, Department of Public Safety, and Department of Public Defense 
 
For FY2007, Governor Vilsack and Lt. Governor Pederson recommend the following appropriations out of the 
Vertical Infrastructure Fund: 
 
• $10.0 million for major maintenance of state buildings 
• $2.8 million for routine maintenance of state buildings 
• $1.8 million for capitol complex relocation and leasing expenses 
• $0.3 million for National Guard major maintenance 
• $0.1 million to Terrace Hill for maintenance 
 
For FY2007, Governor Vilsack and Lt. Governor Pederson recommend the following appropriations out of the 
Tobacco Securitization Tax Exempt bond Proceeds Restricted Capital Fund: 
 
• $2.3 million to Iowa Public Television to complete the conversion to high definition broadcasting 
• $3.5 million for the continuation of the State capitol complex electrical system upgrade 
• $3.0 million to the Department of Corrections for equipment purchases at the new facility at Oakdale 
• $2.0 million for ICN major equipment replacement 
• $1.2 million for National Guard major maintenance 
• $2.6 million for equipment and software purchases for the implementation of Iowa’s Criminal Justice Informa-

tion Systems (CJIS) 
• $4.0 million for ACE grants for community college infrastructure through the Department of Economic Devel-

opment 
• $3.0 million for fire service infrastructure through the Department of Public Safety 
 
For FY2007, Governor Vilsack and Lt. Governor Pederson recommend the following appropriations out of the 
Endowment for Iowa's Health Restricted Capitals Fund: 
 
• $2.2 million for the completion of the Records Center remodeling project 
• $1.5 million for continuation of renovation at the Toledo Juvenile Home 
• $3.75 million for the Davenport CBC facility through the Department of Corrections 
• $1.4 million for the Ft. Dodge CBC facility through the Department of Corrections 
• $1.8 million for the Anamosa dietary renovation through the Department of Corrections 
• $1.4 million for the Iowa City Armed Forces Readiness Center 
• $1.6 million for the Waterloo Aviation Armory 
• $0.7 million for the Spencer Armory 
• $2.3 million for the West Capitol Terrace restoration 
• $1.4 million to Iowa Public Television for replacement of transmitters 
• $1.0 million for State Park infrastructure renovations 
• $1.5 million to repair parking lots on the Capitol Complex 
• $6.8 million to continue restoration of the State Capitol interior 
• $0.5 million for Wallace Building planning 
• $0.5 million for Ft. Madison state penitentiary planning 
• $4.0 million to the Department of the Blind for building renovation 
• $0.75 million for Camp Dodge waste water treatment upgrade 
• $2.4 million for Woodward Institution wastewater treatment plant replacement 
• $2.4 million to replace Iowa State Patrol Post 8 building 
• $6.2 million to the Iowa Veterans Home for capital projects 
• $1.0 million to the State Fair for capital projects 
• $10.0 million to the Board of Regents for capital projects 
• $1.0 million to the Department of Cultural Affairs for capital projects through Great Places 
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Funded Priorities

DRILLING PLATFORM - TRANSPORTATION 

$35,000,000
$15,000,000
$10,000,000
$10,000,000

$2,800,500
$2,200,000
$1,521,045
$1,400,000
$3,750,000
$1,840,000
$2,300,000

$10,000,000
$10,000,000

$1,425,000
$333,168

$2,727,000
$3,468,800
$5,044,519
$1,997,500
$1,824,500
$1,500,000
$1,444,288
$1,635,000

$100,000
$550,000

$2,300,000
$3,884,940
$2,645,066

$55,000
$20,000

$1,000,000
$689,000

$1,545,000
$315,000

$6,830,000
$500,000

$4,000,000
$750,000

$2,443,000
$2,400,000
$6,200,000
$3,000,000
$2,000,000

$10,000,000
$1,000,000
$1,000,000

$750,000
$220,000
$800,000

$1,000,000
$12,000,000

$4,000,000
$500,000

$1,500,000
$1,000,000
$9,680,321
$5,416,604

Environment First Fund 
Vertical Infrastructure Fund 
Secure and Advance Vision for Education Fund 
Statewide Major Maintenance 
Statewide Routine Maintenance 
Renovation of Records and Property Center 
Iowa Juvenile Home Power House and Associated Equipment 
Corrections - Fort Dodge Residential Facility 
Corrections - Davenport Residential Center & District Office 
Corrections - Anamosa Food Service Renovations 
Iowa Public Television - Digital Television Conversion 
Water Quality Projects 
Implementation of Battelle Recommendations for Economic Development 
Iowa Public Television - Replacement of Analog Transmitters 
Corrections - Ft. Madison Electrical Lease 
Iowa Communications Network Part III Leases 
Capitol Complex Electrical Distribution System Upgrade 
Corrections - One Time Equipment Costs 
Iowa Communications Network Major Equipment Replacement 
Capitol Complex Relocation and Leasing Expenses 
Public Defense - Iowa National Guard Infrastructure Major Maintenance 
Public Defense - Iowa City Armed Forces Readiness Center (Phase III) 
Public Defense - Waterloo Aviation Armory Addition/Alteration (Phase I) 
Public Defense - Camp Dodge Armed Forces Readiness Center 
Public Safety - Iowa Automated Fingerprint Identification System 
West Capitol Terrace Restoration/Removal of Parking Lot 
Pooled Technology Projects 
Human Rights - Infrastructure for Integrating Justice Data Systems 
Terrace Hill Carpet Replacement 
Terrace Hill Plaster Restoration 
Natural Resources - State Park Infrastructure Renovations 
Public Defense - Spencer Armory Addition/Alteration 
Repairs to Parking Lots on the Capitol Complex 
Iowa Public Television - Uninterruptible Power Supply 
Capitol Interior and Exterior Restoration Continuation 
Wallace Building Renovation or Replacement Planning 
Dept. for the Blind - Building Renovation 
Public Defense - Camp Dodge Water System Upgrade (Phase II) 
Woodward Resource Center Wastewater Treatment Plant 
Public Safety - Iowa State Patrol Post 8 Replacement 
Veteran's Home - Capital Projects 
Public Safety - Fire Service Regional Training Facilities 
Education - Community College Infrastructure 
Board of Regents Capitals 
Dept. of Transportation - Recreational Trails 
Dept. of Transportation - Commercial Air Service Airports 
Dept. of Transportation - General Aviation Airports 
Cultural Affairs - Battle Flags 
Cultural Affairs - Historic Site Preservation Grants 
Iowa State Fair 
Economic Development - Community Attraction and Tourism 
Economic Development - Accelerated Career Education Program 
Ft. Madison Prison Planning 
Natural Resources - Iowa's Special Areas - Public Private Partnerships 
Cultural Affairs - Capital Projects Through Great Places 
Board of Regents Tuition Replacement 
Treasurer - Prison Infrastructure Fund

Unfunded Priorities 
Iowa Law Enforcement Academy - Dorm Updates/Student computer center 
Public Defense - Ottumwa Armory Addition/Alteration 
East Capitol Parking Lot 13 Restoration 
Capitol Complex Property Acquisition Services 
Capitol Complex Pedestrian/Utility Tunnel Repairs (Phase I) 
Planning for the Renovation of Grimes State Office Building 
Renovation of 1000 E. Grand for Asbestos Abatement 
Natural Resources - Renewable Energy From Waste 
Natural Resources - Statewide Digital Topographic Mapping 
Pooled Technology Support 
Replace Court Avenue Bridge 
Public Defense - National Guard Future Construction Investment Funding 
Department of Human Services Capitals 
Site Implementation Planning Services - Capitol Complex 
Depreciation Account 
Iowa Juvenile School Home New Education & Infirmary Building 
Parole Board Capitals 
Veteran's Home - Major Maintenance Projects 
Natural Resources - Regional Office Construction 
Corrections Major Maintenance Projects 
State Treasurer - County Fairs Improvements 

$507,000
$689,000

$3,410,000
$1,150,000
$5,309,200

$750,000
$15,000,000

$1,500,000
$1,500,000
$1,500,000
$5,665,000

$500,000
$166,800
$100,000
$132,000

$8,130,668
$250,000
$979,900

$2,500,000
$35,657,000

$1,060,000

HIGHER
PRIORITIES

LOWER
PRIORITIES

$217,305,251
Total Resources

$86,456,568
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FINANCIAL DETAILS 

• FINANCIAL SUMMARIES FOR MAJOR FUNDS 
• GENERAL FUND APPROPRIATION BY FUNCTION 
• MAJOR FUND APPROPRIATION REPORT 
• ALL OTHER FUNDS APPROPRIATION BY FUNCTION 
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THE GENERAL FUND 
 
The General Fund receives those revenues of the State not specifically required to be 
deposited in other funds.  General Fund revenues are obtained from the payment of 
State taxes and non-tax sources.  Major tax revenues credited to the General Fund in-
clude the personal income tax, corporate income tax, sales/use tax, and certain other 
taxes and revenues.   
 
For accounting purposes, the State has classified General Fund revenues as either 
“appropriable” or “appropriated.”  Appropriable revenues consist of all General Fund 
revenues, other than appropriated revenues and consist of the major tax revenues, cer-
tain other taxes, and revenues.  Appropriated revenues consist of fees and charges col-
lected generally by self-supporting State agencies, together with support payments and 
reimbursements (including Federal payments) that fund certain State agencies, which 
the State thus considers self-supporting.  Because these revenues are routinely credited 
to the General Fund appropriation for the operation of the applicable self-supporting 
agency, rather than being appropriable for other General Fund expenditures, they are 
referred to as “appropriated.”  Available General Fund revenues include both appropri-
able and appropriated revenues deposited in the General Fund except for Federal pay-
ments received in advance of disbursement for applicable Federally-funded program, 
rather than as reimbursements for previously expended State moneys. 
 
All expenditures from the General Fund must be appropriated by the Legislature.  The 
appropriations from the General Fund expire at the end of the State’s Fiscal Year (July 1 
to June 30), unless the Legislature specifically provides for those funds to carry forward 
into the following Fiscal Year.  The major sources of General Fund expenditures are for 
Education, Health and Human Services, Justice, Economic Development, Agriculture 
and Natural Resources, and Administration and Regulation.   
 

[1] On June 16, 2005, Governor Vilsack signed HF 882 which requires that $159.7 million be transferred from the ending 
FY2005 general fund balance to the Property Tax Credit Fund. It is recommended for FY2006, $119.8 million of the antici-
pated ending balance be transferred to the Property Tax Credit Fund. 

[2] The Code of Iowa, Section 8.57, provides that the excess of revenues and other financing sources over expenditures and 
other financing sources at the conclusion of the fiscal year is to be transferred to the Cash Reserve Fund.  Starting in FY2006, 
one-half of the ending balance up to one percent of General Fund revenue is required to be transferred to the Senior Living 
Trust fund, until $118 million has been transferred. 

[3] FY2006 includes recommended General Fund supplemental appropriations of $27.9 million and related appropriated reve-
nues and recommended General Fund deappropriations of $3.0 million. 

Footnotes to Summary of General Fund Revenues and Expenditures table on next page: 
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Governor's
Actual Estimated Recommendation
FY 2005 FY 2006 [3] FY2007

Beginning General Fund Operating Balance $0 $0 $0
Revenues:

Appropriable
Personal Income Tax 2,794.6 2,820.9 2,923.7
Sales/Use Tax 1,806.7 1,879.8 1,938.0
Corporate Income Tax 281.1 311.4 344.2
Inheritance Tax 77.0 70.8 69.6
Insurance Premium Tax 131.2 128.3 126.4
Cigarette & Tobacco Tax 96.1 98.0 100.0
Other Taxes 51.3 50.6 58.8
Other Receipts 323.9 304.9 316.9
Transfers 59.9 61.7 65.3

Total Appropriable Receipts 5,621.8 5,726.4 5,942.9

Appropriated Receipts and Federal Aid
Federal Support/Reimbursements 2,143.5 2,280.4 2,280.7
Refunds and Reimbursements 289.2 210.7 192.9
Local Government Reimbursements 150.1 165.9 180.4
Interagency Receipts 472.9 515.8 345.0
Fees 21.5 24.3 10.5
Other Sales and Services 4.0 2.6 2.5
Miscellaneous Receipts 115.0 84.0 27.8

Total Appropriated Receipts 3,196.2 3,283.7 3,039.8

Total Gross Revenues 8,818.0 9,010.1 8,982.7
Refunds of Taxes Collected -696.9 -649.6 -581.2
Total Net Receipts 8,121.1 8,360.5 8,401.5

Expenditures:
Administration and Regulation 268.1 229.0 328.5
Agriculture and Natural Resources 121.2 129.4 130.1
Economic Development 34.1 97.2 92.4
Education 3,038.2 3,135.8 3,328.7
Human Services 3,768.9 4,048.7 3,823.5
Justice 563.1 606.2 623.7
Transportation 1.8 9.0 6.8

Total Expenditures 7,795.4 8,255.3 8,333.7

Other Financing Sources 0.2 19.6 0.1

Ending General Fund Operating Balance 325.9 124.8 67.9

Authorized Transfer to the Property Tax Credit Fund [1] -159.7 -119.8 0.0
Amount Statutorily Required To Be Transferred To

Cash Reserve Fund [2] -166.2 -5.0 -67.9
Ending General Fund Balance $0.0 $0.0 $0.0

State of Iowa
SUMMARY OF GENERAL FUND REVENUES AND EXPENDITURES
(In Millions)
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REBUILD IOWA  
INFRASTRUCTURE FUND 

 
The Rebuild Iowa Infrastructure Fund was established in FY1996 in the 
Iowa Code to provide funding for public infrastructure-related expendi-
tures. Initial revenues into the Fund were supplied by a transfer from 
the GAAP Deficit Reduction Account and from the interest earnings of 
the Cash Reserve and Iowa Economic Emergency Funds. Starting in 
FY1997, tax revenues, fees and licenses from gambling were deposited 
into the fund. The Fund retains all interest and earnings on moneys in 
the Fund. Moneys in the Fund are expended at the direction of the Iowa 
Legislature. 
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State of Iowa
Estimated Condition of the Rebuild Iowa Infrastructure Fund
Financial Summary

Governor's
Actual Estimated Recommendation
FY2005 FY2006 FY2007

Resources
Beginning Balance 14,801,235         30,070,952        12,748,351                

Revenues:
Gaming Revenues 70,398,495         73,854,432        95,774,432                
Riverboat Assessment 15,824,261         16,209,000        8,000,000                  
Table Game License Fee (Racetracks) 13,000,000         -                         
Riverboat License Fees 8,000,000           8,000,000          
Endowment for Iowa's Health Account Transfer 10,966,960         -                         -                                 
Interest 4,579,047           7,100,000          7,100,000                  
Marine Fuel Tax 2,119,540           2,300,000          2,300,000                  

Total Revenues 124,888,303       107,463,432      113,174,432              

Reversions from Environment First Fund

Total Resources Available 139,689,538       137,534,384      125,922,783              

Expenditures
Appropriations

Department of Administrative Services
Routine Maintenance 2,000,000           2,000,000          -                                 
Employee Relocation Expenses/Leases 2,271,617           1,824,000          -                                 
Pool Tech/Data Warehouse Projects 1,861,496           3,802,000          3,884,940                  
Major Maintenance 4,300,000           291,891             -                                 
Records and Property Building Remodel 5,000,000           4,700,000          -                                 
Monument Lighting 35,000                -                         -                                 
Wallace Building Renovation -                          625,000             -                                 
Laboratory Facility - Routine Main/Operations 355,500              -                         -                                 
DHS-Toledo Juvenile Home -                          1,161,045          -                                 
Terrace Hill Maintenance -                          571,000             -                                 
DHS-CCUSO Renovation -                          1,400,000          -                                 
Capitol Complex Electrical Distribution -                          1,843,878          -                                 

Commission for the Blind
Orientation Center 67,000                -                         -                                 

Department of Corrections
Electrical System Lease Purchase 333,168              333,168             333,168                     
Davenport CBC Facility Construction 3,000,000           3,750,000          -                                 
Fort Dodge CBC Residential Facility -                          50,000               -                                 
Anamosa Dietary Renovation -                          940,000             -                                 
Jesse Parker Building Rent -                          105,300             -                                 
DOC Facility Leases -                          122,000             -                                 
DOC ICON -                          -                         500,000                     
Oakdale Equipment -                          -                         332,000                     



56 Iowa Budget Report Fiscal Year 2007 

Department of Cultural Affairs
Historical Preservation Grant Program 500,000              -                         800,000                     
Battle Flag Preservation 100,000              220,000             220,000                     

Department of Economic Development
Community Attraction & Tourism 12,000,000         5,000,000          12,000,000                
Federal Enterprise Zone Matching Funds -                          500,000             -                                 
Ferryboat Study -                          60,000               -                                 
Lewis & Clark Bicentennial 50,000                -                         -                                 
NonProfit Family Recreation Grant 200,000              -                         -                                 
National Special Olympics Games 500,000              -                         -                                 
Accelerated Career Education (ACE) Program 5,500,000           -                         -                                 

Iowa Finance Authority
Transitional Housing -                          1,400,000          -                                 
Water Quality Grants -                          -                         5,000,000                  

Department of Education
Enrich Iowa Libraries 600,000              900,000             -                                 
Iowa Learning Technologies -                          500,000             -                                 
Community Colleges Infrastructure -                          2,000,000          2,000,000                  
ICN Part III Maintenance/Lease Costs 2,727,000           2,727,000          2,727,000                  
Parker Building Remodel 303,632              -                         -                                 
IPTV-Replace Transmitters -                          2,000,000          -                                 
IPTV-High Definition TV Conversion 8,000,000           8,000,000          -                                 
IPTV-Uninterrupitable Power Supply -                          -                         315,000                     

Department of Human Services
Residential Treatment Facility -                          250,000             -                                 

Department of Management
Environment First Appropriation 35,000,000         35,000,000        35,000,000                
Vertical Infrastructure Fund Appropriation -                          15,000,000        15,000,000                

Department of Natural Resources -                          -                         -                                 
Waubonsie State Park -                          1,500,000          -                                 
Fort Atkinson Restoration -                          500,000             -                                 
Mid-America Port Commission -                          80,000               -                                 
Lake Cornelia -                          429,000             -                                 
Destination Park 500,000              3,000,000          -                                 
Water Quality Projects -                          -                         5,000,000                  
GEMS -                          -                         1,500,000                  

Iowa Law Enforcement Academy
Capitol Projects -                          -                         75,000                       

State Fair
Capital Improvements 250,000              750,000             -                                 

Board of Parole
Capitol Projects -                          -                         75,000                       

Department of Public Defense
Iowa City Readiness Center 2,150,000           -                         -                                 
Facility Maintenance 1,269,636           -                         -                                 
Boone Armory Addition 1,096,000           -                         -                                 
Fort Dodge Readiness Center 750,000              -                         -                                 
Camp Dodge Armed Forces Readiness Center -                          -                         100,000                     
Technology Projects -                          -                         75,000                       
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Department of Public Safety
Capitol Building Security 800,000              -                         -                                 
Capitol Building Security Upgrades 300,000              -                         -                                 
AFIS Lease Purchase 550,000              550,000             550,000                     
Iowa System Grant Match 500,000              -                         -                                 
Fire Equipment Revolving Loan Fund 500,000              500,000             -                                 
Fire Training Facilities 150,000              800,000             -                                 
Technology Projects -                          -                         943,000                     

Department of Revenue
Secure An Advance Vision for Education (SAVE) 10,000,000         10,000,000        10,000,000                

Board of Regents
Tuitition Replacement 858,764              -                         9,680,321                  
Major/Deferred Maintenance -                          6,250,000          -                                 
Special School Maintenance 500,000              500,000             -                                 
UNI - Playground Safety Program 500,000              500,000             -                                 
Battelle Program -                          -                         10,000,000                

Department of Transportation
Misc. Airport/Aviation Programs 500,000              564,792             -                                 
Commercial Aviation Infrastructure 1,100,000           -                         1,000,000                  
Rail Assistance -                          35,959               -                                 
Recreational Trails -                          1,000,000          1,000,000                  
General Aviation Airport Grants 581,400              750,000             750,000                     

Treasurer of State
County Fairs Infrastructure 1,060,000           -                         -                                 
Prison Infrastructure -                          -                         5,416,604                  

Veterans Affairs
Veterans Trust Fund 1,000,000           -                         -                                 

Total Appropriations 109,620,213       124,786,033      124,277,033              

Reversions 1,627                  -                         -                                 

Net Available Balance Forward 30,070,952      12,748,351     1,645,750                
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ENVIRONMENT FIRST FUND 
 
Environment First Fund consists of appropriations made to the fund and 
transfers of interest, earnings, and moneys from other funds as provided 
by law.  Moneys are used as appropriated by the general assembly for 
the protection, conservation, enhancement, or improvement of natural 
resources or the environment. 



59 Iowa Budget Report Fiscal Year 2007 

State of Iowa
Environment First Fund
Financial Summary

Governor's
Actual Estimate Recommendation
FY 2005 FY 2006 FY 2007

Resources:
Beginning Balance 10,779           10,513           10,513                      

Revenues:
Rebuild Iowa Infrastructure Fund Appropriation 35,000,000    35,000,000    35,000,000               
Miscellaneous Receipts

Total Available Resources 35,010,779    35,010,513    35,010,513               

Expenditures
Appropriations

Department of Agriculture and Land Stewardship
Loess Hills Dev/Cons Auth 600,000         600,000         600,000                    
Southern Iowa Conservation Authority 300,000         300,000         300,000                    
Agricultural Drainage Well 500,000         500,000         500,000                    
Watershed Protection Fund 2,700,000      2,700,000      2,700,000                 
Farm Demonstration Program 850,000         850,000         850,000                    
Soil Conservation Cost Share 5,500,000      5,500,000      5,500,000                 
Wetland Incentive Program 1,500,000      1,500,000      2,000,000                 
Conservation Reserve Program 2,000,000      2,000,000      1,500,000                 

Department of Economic Development
Brownfield Redevelopment Program 500,000         500,000         500,000                    

Department of Natural Resources
GIS Information for Water 195,000         195,000         195,000                    
Water Quality Monitoring 2,955,000      2,955,000      2,955,000                 
Volunteer Water Quality Initiative 100,000         100,000         100,000                    
Air Quality Livestock Monitoring 500,000         -                    -                                
Water Quality Protection 500,000         500,000         500,000                    
Lake Dredging 1,000,000      1,500,000      500,000                    
Marine Fuel Tax Projects 2,300,000      2,300,000      2,500,000                 
REAP 11,000,000    11,000,000    11,800,000               
Park Operations Maintenance 2,000,000      2,000,000      2,000,000                 

Total Appropriations 35,000,000    35,000,000    35,000,000               

Reversions

Net Appropriations 35,000,000    35,000,000    35,000,000               

Ending Balance 10,779           10,513           10,513                      
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VERTICAL INFRASTRUCTURE FUND 
 
The Vertical Infrastructure Fund (VIF) was created by legislation during the 2004 Ses-
sion of the 80th General Assembly. Moneys in the Fund are used as appropriated by the 
General Assembly for public vertical infrastructure projects. The VIF Code chapter de-
fines “Vertical infrastructure” as including only land acquisition and construction, major 
renovation, and major repair of buildings, all appurtenant structures, utilities, and site 
development. “Vertical infrastructure” does not include routine, recurring maintenance, 
debt service, or operational expenses or leasing of a building, appurtenant structure, or 
utility without a lease-purchase agreement. In FY2006, $15 million was appropriated 
from the Rebuild Iowa Infrastructure Fund to the Vertical Infrastructure Fund. Another 
$15 million is to be appropriated again in FY2007.  
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State of Iowa
Vertical Infrastructure Fund
Financial Summary

Governor's
Estimated Recommendation
FY2006 FY2007

Resources:
Revenues:

Rebuild Iowa Infrastructure Fund Appropriation 15,000,000               15,000,000               

Total Available Resources 15,000,000               15,000,000               

Expenditures

State Appropriations
Department of Administrative Services

Major Maintenance 5,623,200                 10,000,000               
Routine Mainenance -                                2,800,500                 
Capitol Complex Relocation and Leasing Expenses -                                1,824,500                 
Terrace Hill Carpet Restoration -                                55,000                      
Terrace Hill Plaster Restoration -                                20,000                      

Department of Cultural Affairs -                                
Historical Site Preservation Grant 500,000                    -                                

Department of Economic Development
ACE 4,000,000                 -                                

Deparment of Public Defense
Fort Dodge Readiness Center 608,000                    -                                
Camp Dodge Water Treatment 1,939,800                 -                                
Facility Maintenance 1,269,000                 300,000                    

Treasurer of State
County Fair Improvements 1,060,000                 -                                

Total State Appropriations 15,000,000               15,000,000               

Reversions of Appropriations

Net Appropriations 15,000,000               15,000,000               

Net Available Balance Forward -                                -                                
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TOBACCO SECURITIZATION TAX EXEMPT BOND  
PROCEEDS RESTRICTED CAPITAL FUND 

 
The Tobacco Securitization Tax Exempt Bond Proceeds Restricted Capital Fund was 
created to receive the tax-exempt bond proceeds which resulted from Iowa’s participa-
tion in the Tobacco Securitization process. In FY2002, the Fund received $540 million 
in tax-exempt bond proceeds. The bond proceeds and the interest earned may be used 
for qualified capital projects in accordance with Internal Revenue Code regulations. 
Qualified capital projects include expenditures for depreciable assets such as facilities 
construction and renovation and purchases of equipment. Expenditures which do not 
qualify include operational costs and expenses associated with routine maintenance. The 
Internal Revenue Code requires all tax-exempt bond proceeds to be expended in accor-
dance with a defined spending schedule.  
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State of Iowa
Estimated Condition of the Tobacco Securitization Tax Exempt bond Proceeds Restricted

Financial Summary

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2007

Resources
Beginning Balance 114,923,552        55,768,475          18,411,385               
Adjustment to Beginning Balance 17,169                 

Revenues:
Bond Proceeds
Interest 7,577,704            3,600,000            500,000                    
Refunds and Reimbursements 532,277               

Total Revenues 8,109,981            3,600,000            500,000                    

Total Resources Available 123,050,702        59,368,475          18,911,385               

Expenditures

Administrative Oversight 491,594               200,000               -                                

Appropriations
Department of Administrative Services

Major Maintenance -                           3,000,000            -                                
Land Acquisition/Improvement -                           -                           -                                
Capitol Interior Restoration 3,500,000            4,500,000            -                                
Enterprise Resource Planning 6,049,284            -                           -                                
DHS-CCUSO Renovation -                           650,000               -                                
Capitol Complex Electrical Distribution Upgrade -                           -                           3,468,800                 

Department of Corrections
Oakdale Expansion 11,700,000          11,700,000          -                                
Oakdale Equipment -                           -                           3,044,519                 
Anamosa Kitchen -                           600,000               -                                

Department of Economic Development
Accelerated Career Education Infrastructure -                           1,500,000            4,000,000                 
Advanced Research & Commercialization -                           -                           (3,268,696)                

Department of Education
IPTV High Definition Conversion -                           -                           2,300,000                 

Iowa Communications Network
Equipment Replacement -                           1,704,719            1,997,500                 

Department of Human Right
CJIS Integration -                           -                           2,645,066                 

Department of Human Services
Family Resource Center -                           250,000               -                                

Department of Natural Resources
Destination Park -                           (3,000,000)           -                                
Lewis and Clark Rural Water System 2,450,000            2,500,000            -                                

Capital Fund
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State of Iowa
Estimated Condition of the Tobacco Securitization Tax Exempt bond Proceeds Restricted

Financial Summary

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2007

Department of Public Defense
Armory Maintenance -                           -                           1,200,000                 

Department of Public Safety
Dubuque Fire Training Facility -                           100,000               -                                
Fire Service Infrastructure -                           -                           3,000,000                 

Board of Regents
Tuition Replacement 10,437,174          10,329,981          -                                
SUI Journalism Building 3,575,000            -                           -                                
ISU Undergraduate Classrooms 1,949,100            -                           -                                
UNI Teaching Center Bldg 9,880,000            -                           -                                

Department of Transportation
Commercial Air Service -                           1,500,000            -                                

Treasurer of State
ICN Debt Service 13,039,778          -                           -                                
Prison Infrastructure Debt Service 5,413,324            5,422,390            -                                

Total Appropriations/Expenditures 68,485,254          40,957,090          18,387,189               

Reversions (1,203,027)           -                           -                                

Total Appropriations/Expenditures 67,282,227          40,957,090          18,387,189               

Net Available Balance Forward 55,768,475          18,411,385          524,196                    

Capital Fund
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ENDOWMENT FOR IOWA'S  
HEALTH FUND  

 
The Endowment for Iowa's Health was created by legislation during the 
2000 Session of General Assembly.  The fund receives net proceeds 
made by tobacco companies in settlement of lawsuits per Iowa Code 
section 12E.1b (2).  The statute further provides that $55 million is 
transferred to the Healthy Iowans Tobacco Trust in FY2001.  Each sub-
sequent year the amount of the transfer is increased by 1.5 percent.  
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State of Iowa
Endowment for Iowa's Health Account
Financial Summary

Governor's
Actual Estimated Recommendation
FY2005 FY2006 FY2007

Resources:
Beginning Balance 27,187,148     38,301,245         108,898,823             

Revenues:
Bond Proceeds 50,176,574         
General Fund Appropriation 29,785,000     29,562,000         17,773,000               
Wagering Tax 70,000,000     70,000,000         70,000,000               
Tobacco Payments 14,882,963     15,396,000         -                               
Interest 1,026,482       1,000,000           1,500,000                 

Reduction in General Fund Appropriation (29,785,000)    (29,562,000)       (17,773,000)             
Transfer to Healthy Iowans Tobacco Trust (6,316,077)      (7,600,000)         
Transfer to Rebuild Iowa Infrastructure Fund (10,966,960)    

Total Available Resources 95,813,556     167,273,819       180,398,823             

Expenditures

State Appropriations
Treasurer of State

Healthy Iowans Tobacco Trust Fund 57,512,311     58,374,996         59,250,620               
Water Protection-Water Quality 10,000,000               

Board of Regents
Battelle Implementation 10,000,000               

Total State Appropriations 57,512,311     58,374,996         79,250,620               

Reversions of Appropriations

Net Appropriations 57,512,311     58,374,996         79,250,620               

Net Available Balance Forward 38,301,245     108,898,823       101,148,203             
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HEALTHY IOWANS  
TOBACCO TRUST FUND 

 
The Healthy Iowans Tobacco Fund is created in Iowa Code 12.65 and 
receives a portion of the receipts from tobacco companies in settlement 
of lawsuits per Iowa Code 12E12.1b (2).  Funds are subject to appro-
priation by the General Assembly and have been targeted to tobacco 
and substance abuse prevention and treatment as well as medical ser-
vices.  Governor Vilsack is proposing an 80 cent increase in the tobacco 
tax with the proceeds deposited in this fund. 
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State of Iowa
Estimated Condition of the Healthy Iowans Tobacco Trust Fund
Financial Summary

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2006

Resources:
Beginning Balance 107,654         681,002         545,027                    

Revenues:
Appropriation from Endowment for Iowa's 
Health Account 57,512,311    58,374,996    59,250,621               
Additional Transfer from the Endowment for 
Iowa's Health Account 6,316,077      7,600,000      
Transfer of Increase in Cigarette and 
Tobacco Tax from General Fund 31,500,000    129,900,000             
Interest 153,781         120,000         120,000                    
Refunds and Reimbursement 74                  

Total Available Resources 64,089,897    98,275,998    189,815,648             

Expenditures
Appropriations

Department of the Blind
Newsline for the Blind 130,000         130,000         -                                

Department of Commerce-Insurance Division
Small Business/School District Reinsurance -                    -                    30,000,000               

Department of Corrections
CBC District I -                    100,000         100,000                    
CBC District II 127,217         396,217         396,217                    
CBC District III 35,359           200,359         200,359                    
CBC District IV 191,731         291,731         291,731                    
CBC District V 255,693         355,693         355,693                    
CBC District VI -                    100,000         100,000                    
CBC District VII -                    100,000         100,000                    
CBC District VIII -                    100,000         100,000                    
Fort Madison Special Needs Unit 1,187,285      1,187,285      1,497,285                 
Newton Value Based Program 370,000         310,000         -                                
Mitchellville Value-Based Program -                    60,000           -                                

Department of Education
Iowa Empowerment Fund 2,153,250      2,153,250      2,153,250                 

Department of Human Services
Breast Cancer Treatment 250,000         
Medical Assistance Supplement 14,346,750    35,013,803    55,013,803               
Point of Service Provider Increase 146,750         146,750         146,750                    
CHIP Expansion to 200% FPL 200,000         200,000         200,000                    
Physician Et Al Provider Increase 8,095,718      -                    -                                
Dental Provider Increase 3,814,973      -                    -                                
RTSS Provider Increase 3,243,026      -                    -                                
Adoption, Il, Sc Hs Prov Increase 468,967         -                    -                                
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State of Iowa
Estimated Condition of the Healthy Iowans Tobacco Trust Fund
Financial Summary

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2006

Hospital Provider Increase 3,035,278      -                    -                                
Home Health Care Prov Inc 2,108,279      -                    -                                
Critical Access Hospitals 250,000         -                    -                                
Home Hlth & Hab. Day Care Exp 1,975,496      -                    -                                
Respite Care Expansion 1,137,309      -                    -                                
Other Service Providers 545,630         -                    -                                
General Administration 274,000         274,000         274,000                    
Child and Family Services -                    4,257,623      4,257,623                 
Senior Living Trust 73,400,000               

Department of Public Health
Smoking Cessation Products 75,000           75,000           -                                
Substance Abuse Prevention/Mentor -                    200,000         -                                
Substance Abuse 11,800,000    11,800,000    -                                
Healthy Iowans 2010 2,346,960      2,509,960      -                                
Tobacco Use/Prevention Control 5,011,565      5,011,565      -                                
Defibrillator Grant Program 250,000         250,000         -                                
Birth Defects Institute 26,000           26,000           -                                
Substance Abuse Prevention-Boys and 
Girls Club -                    200,000         -                                
Substance Abuse Prevention-Children -                    400,000         -                                
Capitol Complex Defibrillator -                    100,000         -                                
PKU Assistance -                    60,000           -                                
AIDS Drug Assistance Program -                    275,000         -                                
Addiction Free Iowa -                    -                    17,686,565               
Health Promotion -                    -                    361,000                    
Inproving Access and Delivery -                    -                    1,157,482                 
Healthy Environment -                    -                    365,158                    
Health Protection -                    -                    1,337,320                 

Deparment of Management
State Appeal Board 2,096             6,735             -                                

Recommended Supplementals
Department of Human Services

Medical Assistance Supplement -                    31,500,000    -                                

Total Appropriations 63,854,332    97,790,971    189,494,236             

Reversions 445,437         60,000           

Ending Balance 681,002         545,027         321,412                    
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ENDOWMENT FOR IOWA'S HEALTH  
RESTRICTED CAPITALS FUND 

 
The Endowment for Iowa's Health Restricted Capitals Fund was created 
in FY2006 to account for the tax exempt portion of the tobacco settle-
ment refunding proceeds.  The bond proceeds and the interest earned 
may be used for qualified capital projects in accordance with Internal 
Revenue Code regulations.  Qualified capital projects include expendi-
tures for depreciable assets such as facilities construction and renova-
tion and purchases of equipment. Expenditures which do not qualify 
include operational costs and expenses associated with routine mainte-
nance. The Internal Revenue Code requires all tax-exempt bond pro-
ceeds to be expended in accordance with a defined spending schedule. 
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State of Iowa
Endowment for Iowa's Health Restricted Capitals Fund
Financial Summary

Governor's
Estimated Recommendation
FY2006 FY2007

Resources:
102,493,926             

Beginning Balance

Revenues:
Tobacco Refunding 100,493,926             
Interest 2,000,000                 2,000,000                 

Total Available Resources 102,493,926             104,493,926             

Expenditures
State Appropriations

Department of Administrative Services
Records Center Remodeling 2,200,000                 
DHS-Toledo Juvenile Home 1,521,045                 
West Capitol Terrace Restoration 2,300,000                 
Repairs to Parking Lots at Capitol Complex 1,545,000                 
Capitol Interior Restoration 6,830,000                 
Wallace Building Planning 500,000                    
ISP (Ft. Madison) Planning 500,000                    

Department of the Blind
Building Renovation 4,000,000                 

State Fair Board
Capitals 1,000,000                 

Department of Corrections
Davenport CBC Facility 3,750,000                 
Ft. Dodge CBC Residential 1,400,000                 
Anamosa Dietary Renovation 1,840,000                 

Department of Cultural Affairs
Great Places 1,000,000                 

Iowa Public Television
Replacement of Transmitters 1,425,000                 

Department of Natural Resources
Infrastructure Renovations 1,000,000                 

Department of Human Services
Woodward Resource Center Wastewater Treatment 2,443,000                 

Deparment of Public Defense
Iowa City Armed Foreces Readiness Center 1,444,288                 
Waterloo Aviation Armory 1,635,000                 
Spencer Armory 689,000                    
Camp Dodge Waste Water Treatment Upgrade 750,000                    

Department of Public Safety
Post 8 Replacement 2,400,000                 

Board of Regents
Capitals 10,000,000               

Iowa Veterans Home
Capitals 6,200,000                 

Total State Appropriations -                                56,372,333               
Net Available Balance Forward 102,493,926             48,121,593               
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SENIOR LIVING TRUST FUND 
 
The Senior Living Trust Fund is created by Iowa Code section 249H.4. 
It initially received federal Medicaid funds and is subject to appropria-
tion by the General Assembly.  The purpose of the fund is to provide 
seniors and people with disabilities with a full array of services includ-
ing alternatives to nursing facilities.  The fund provided for converting 
long term care facilities to alternative uses, and continues to provide 
funding to reimburse alternative home and community services. It also 
continues funding of nursing facility reimbursement methodology 
changes implemented in 2001 and supplements Medical Assistance ap-
propriation needs. 
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State of Iowa
Estimated Condition of the Senior Living Trust Fund
Financial Summary

Governor's
Actual Estimate Recommendation
FY2005 FY2006 FY2007

Resources:
Beginning Balance 283,060,757   147,486,373   40,951,279               

Revenues:
Interest 6,111,150       3,204,006       1,685,337                 
Intergovernmental Transfer 5,453,818       -                      -                                
Transfer from Medical Assistance 6,881,932       -                      -                                
Transfer from Healthy Iowans Tobacco Trust -                      -                      73,400,000               

Total Available Resources 301,507,657   150,690,379   116,036,616             

Expenditures
Appropriations

Iowa Finance Authority
Rent Subsidy Program -                      700,000          700,000                    

Department of Elder Affairs
Service Delivery and Administration 8,222,118       8,296,730       8,357,253                 

Department of Inspections and Appeals
Assisted Living Inspections 800,000          758,474          825,724                    

Department of Human Services
Nursing Conversions/Long Term Care Grants 20,000,000     -                      -                                
Nursing Facility Case Mix Methodology 29,950,000     29,950,000     29,950,000               
Medical Assistance 101,600,000   69,000,490     75,000,000               
HCBS Elderly Waiver 1,733,406       1,033,406       821,140                    

Total Appropriations 162,305,524   109,739,100   115,654,117             

Reversions of Appropriations 8,284,240       

Ending Balance 147,486,373   40,951,279     382,499                    
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PROPERTY TAX CREDIT FUND 
 
The Property Tax Credit Fund was created during the 2005 Legislative 
session to receive funding from the FY2005 ending balance of the gen-
eral fund to pay for property tax credits in subsequent fiscal year.  It is 
recommended that the fund continue, however, a smaller amount is 
transferred from the FY2006 ending balance and a FY2007 general 
fund appropriation is recommended to be transferred to the fund to pay 
for the credits in FY2007. 
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State of Iowa
Property Tax Credit Fund
Financial Summary

Governor's
Estimated Recommendation
FY2006 FY2007

Resources:
Beginning Balance -                                -                                 

Revenues:
Transfer from Ending Balance of General Fund 159,663,964             119,800,000              
General Fund Appropriation 39,863,964                

Total Available Resources 159,663,964             159,663,964              

Expenditures

State Appropriations
Department of Revenue

Homestead Property Tax Credit 102,945,379             99,662,704                
Agricultural Land and Family Farm Tax Credits 34,610,183               34,610,183                
Military Service Tax Credit 2,568,402                 2,568,402                  
Elderly and Disabled Tax Credit and Reimbursement 19,540,000               22,822,675                

Total State Appropriations 159,663,964             159,663,964              

Reversions of Appropriations

Net Appropriations 159,663,964             159,663,964              

Net Available Balance Forward -                                -                                 
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STATE FISH AND GAME  
PROTECTION FUND 

 
The State Fish and Game Protection Fund consists of all moneys accru-
ing from hunting and fishing license fees and all other sources of reve-
nue arising under the Fish and Wildlife Division of the Department of 
Natural Resources.  The fund retains the interest or earnings or time 
deposits of moneys.  By State Constitution, all funds are expended 
solely in carrying on the activities embraced in the Fish and Wildlife 
Division of the Department of Natural Resources.  The Department of 
Natural resources has spending discretion within the guidelines of the 
grants and appropriation language created by 456A.17.  
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State of Iowa
State Fish and Game Protection Fund
Financial Summary

Governor's
Actual Estimated Recommendation
FY2005 FY2006 FY2007

Resources:
Beginning Balance 3,138,773      4,720,138      4,000,000                 

Revenues:

Receipts 40,209,663    40,130,000    40,130,000               
Reversion 232,467         

Total Available Resources 43,580,903    44,850,138    44,130,000               

Expenditures

Department of Natural Resources-Operations 31,220,766    32,477,525    34,322,525               
Department of Natural Resources-Capitals 7,640,000      8,372,613      7,000,000                 

Total State Appropriations 38,860,766    40,850,138    41,322,525               

Reversions of Appropriations

Net Appropriations 38,860,766    40,850,138    41,322,525               

Net Available Balance Forward 4,720,137      4,000,000      2,807,475                 
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ROAD USE TAX FUND 
 
Iowa’s Road Use Tax Fund (RUTF) was created through legislation in 1949. The RUTF 
is primarily funded with revenues from the following sources: motor vehicle fuel taxes 
(gasoline, ethanol, and diesel fuels), fees collected on vehicle registrations, titles and 
drivers licenses, and use taxes on motor vehicle purchases. Except for administrative 
expenses, all motor fuel taxes and fees associated with vehicle registration, titles, and 
drivers licenses, are constitutionally mandated to be spent exclusively for the construc-
tion, maintenance and supervision of Iowa’s public highways. Revenues from the use 
tax on purchases of motor vehicles is exempt from this constitutional mandate. 
 
All revenues deposited into the RUTF are distributed using a formula to the Primary, 
Secondary, Farm-to-Market and Municipal Road Funds, which are used by state and 
local jurisdictions for the construction, maintenance, and administration of roads. Before 
revenues are distributed by formula, various appropriations and allocations are made 
from the Fund. These “off-the-top” expenses fund such things as Department of Trans-
portation (DOT) operations, programs, equipment purchases and facility improvements. 
Appropriation expenses are funded through the legislative appropriations process. The 
Iowa Code specifies the statutory allocation formulas: to the Primary Road Fund (47.5 
percent), to the Secondary Road Fund (24.5 percent), to the Farm to Market Road Fund 
(8 percent), and to the Street Construction Fund of the Cities (20 percent). 
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State of Iowa
Road Use Tax Fund
Source and Distribution of Funds

Governor's 
Actual Estimated Recommendation

FY 2005 FY 2006 FY 2007
Resources

Beginning Balance 65,576,175 68,519,264 66,261,643
Adjustment to Balance 1,017

Revenues
Use Tax 252,598,899 217,549,455 215,043,503
Receipts from Other Entities 429,403,772 439,129,337 443,674,060
Interest, Loans and Dividends 6,760,662 5,666,608 5,836,606
Fees, Licenses and Permits 431,457,714 415,356,502 417,977,400
Sales, Rents and Service 38,804
Miscellaneous 2,989,535 14,652,559 14,758,909

Total Available Resources 1,188,826,578 1,160,873,725 1,163,552,121

Expenditures
Fund Expenses
Personal Services 4,953,753
Outside Services 2,476,877
Reimbursement of Other Dept. 803,855
Intra-State Transfers

Primary Road Fund - 47.5% 449,578,990 450,952,364 454,081,072
Farm to Market Road Fund - 8% 75,718,567 75,949,872 76,476,812
Primary Road Fund 11,500,000 11,500,000 11,500,000
Farm to Market Road Fund 1,500,000 1,500,000 1,500,000
Secondary Road Fund 10,138,790 10,353,723 10,473,770
State RISE 22,118,639 23,008,272 23,275,043
City and County RISE 12,165,251 12,654,550 12,801,274
Park and Institutional Roads 6,998,640 7,030,233 7,064,491
Secondary and Urban 500,000 500,000 500,000
Living Roadway Trust Fund 250,000 250,000 250,000
Railroad Crossing Safety 700,000 700,000 700,000
Railroad Crossing Surface 900,000 900,000 900,000
County Bridge Construction 2,000,000 2,000,000 2,000,000
City Bridge Construction 500,000 500,000 500,000
License Plates 3,550,000 3,650,000 3,650,000
Traffic Safety Improvement Projects 5,383,569 5,407,872 5,434,224
Public Transit Assistance 10,183,097 10,780,125 10,445,776
Motorcycle Education Fund 313,370 310,334 37,056

Licenses, Permits and Refunds 211,964 199,944 199,944
State Aid and Credits

Secondary Road Fund - 24.5% 231,888,111 232,596,482 234,210,237
City Street Fund - 20% 189,296,417 189,874,679 191,192,030

Fund Expenditures 1,043,629,890 1,040,618,450 1,047,191,729

[Note: the table below reflects a correction made after the hard copy version of the Budget Report was printed.] 
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[Note: the table below reflects a correction made after the hard copy version of the Budget Report was printed.] 

State of Iowa
Road Use Tax Fund
Source and Distribution of Funds

Governor's 
Actual Estimated Recommendation

FY 2005 FY 2006 FY 2007
Appropriations
Dept. of Administrative Services

Road Use Tax Fund Approp. 84,951
Dept. of Management

Road Use Tax Fund Salary Adjustment 1,542,010 386,895 3,000,000
Dept. of Management Approp. 56,000 56,000 56,000

Treasurer of State
Funds for I3 Expenses - RUTF 93,148

Dept. of Transportation
RUTF - Operations 5,464,582 5,548,160 5,602,060
RUTF - Administrative Services 581,794 560,122 548,222
RUTF - Planning and Program 472,637 470,476 470,476
RUTF - Motor Vehicle 31,684,599 32,040,203 32,155,203
RUTF IDOP Reimbursement 37,500
RUTF - Unemployment Compensation 17,000 17,000 17,000
RUTF - Workers Compensation 95,000 114,000 125,480
Drivers' Licenses 2,820,000 2,820,000 2,820,000
Mississippi River Parkway Comm. 40,000 40,000 40,000
Indirect Cost Recoveries 102,000 102,000 102,000
Auditor Reimbursement 54,314 55,160 56,420
County Treasurers Support 1,096,000 1,268,000 2,064,000
RUTF - Dept. of Admin. Serv. Reimb. 140,616 140,000
I-35 Corridor Coalition 50,000 50,000
Road/Weather Conditions Information 100,000 100,000 100,000
DOT - IRP/IFTA 1,000,000
DOT - Data Warehouse - Vehicle 500,000
Personal Delivery of Services 225,000 225,000 225,000
County Treasurers Equipment Stand. 650,000 650,000 650,000
Motor Vehicle Division Building 9,350,000

Total Appropriations 45,173,387 53,993,632 49,765,009

Total Expenditures 1,088,803,277 1,094,612,082 1,096,956,738

Reversions (4,528,476) 0 0

Total Appropriations/Expenditures 1,084,274,801 1,094,612,082 1,096,956,738

Net Available Balance Forward 104,551,777 66,261,643 66,595,383
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PRIMARY ROAD FUND 
 
The Primary Road Fund (PRF) is created in the Iowa Code. Funding is 
provided by formula from the Road Use Tax Fund; all federal aid re-
ceived by the state for primary and urban roads; and all other funds 
which may by law be credited to the PRF. Unless otherwise specified, 
all funds in the Primary Road Fund are to be expended for highway 
construction and maintenance purposes including bridge construction, 
railroad crossing improvements, state institutional and state park roads, 
and city freeway lighting systems. Primary Road Fund dollars are also 
subject to legislative appropriations for such things as Department of 
Transportation operational expenses and programs, costs associated 
with the disposal of hazardous wastes, and capital improvement pro-
jects. 
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State of Iowa
Primary Road Fund
Source and Disribution of Funds

Governor's 
Actual Estimated Recommendation
FY 2005 FY 2006 FY 2007

Resources
Beginning Balance 85,056,098      149,082,439     118,387,552                 

Adjustment to Balance 664,441           

Revenues
Sales Tax 4,995               5,000                5,000                            
Federal Support 261,928,711    197,800,000     197,800,000                 
Local Government Receipts 2,091,343        4,600,000         4,600,000                     
Other States Receipts 2,348,659        75,000              75,000                          
Intra-State Receipts 519,429,144    517,253,761     517,253,761                 
Reimbursements from Other Dept. 232,344           160,000            160,000                        
Interest 2,806               1,000                1,000                            
Bonds and Loans 730,683           100                   
Fees, Licenses and Permits 1,164,505        860,000            860,000                        
Refunds and Reimbursements 784,912           4,010,000         4,010,100                     
Sale of Real Estate 5,293,027        1,710,000         1,710,000                     
Rents and Leases 28,303             16,000              16,000                          
Other 9,850,922        2,750,000         2,750,000                     

Total Available Resources 889,610,893    878,323,300     847,628,413                 

Expenditures
Travel and Subsistence 108,255           4,600                4,600                            
Supplies and Services 4,375,559        2,745,500         2,745,500                     
Contractual Services 63,961,071      54,035,000       54,035,000                   
Equipment and Repairs 1,090,453        453,560            454,560                        
Claims and Miscellaneous 541,567           1,317,000         1,317,000                     
Licenses, Permits and Refunds 151,179           491,100            491,100                        
State Aid and Credits 276,115           1,000                
Capitals 442,540,152    448,500,000     448,500,000                 

Fund Expenditures 513,044,351    507,547,760     507,547,760                 

Appropriations
Dept. of Administrative Services

Primary Road Fund Approp. 491,752           
Dept. of Management

Primary Road Fund Salary Adjustment 715,438           2,765,937         12,000,000                   
Dept. of Transportation

Field Facility Deferred Maint. 351,500           351,500            351,500                        
Transportation Maps 275,000           275,000            235,000                        
PRF - Operations 33,886,242      34,081,559       34,412,659                   
PRF - Administrative Services 3,591,903        3,473,167         3,400,067                     
PRF - Planning and Program 8,980,115        8,978,251         8,901,251                     
PRF - Maintenance 189,914,084    194,812,346     198,956,346                 
PRF - Motor Vehicle 1,318,248        1,283,891         1,283,891                     
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State of Iowa
Primary Road Fund
Source and Disribution of Funds

Governor's 
Actual Estimated Recommendation
FY 2005 FY 2006 FY 2007

Personnel Reimbursement 712,500           
PRF - DOT Unemployment 328,000           328,000            328,000                        
PRF - DOT Workers Compensation 2,268,000        2,738,000         3,011,520                     
Indirect Cost Recoveries 748,000           748,000            748,000                        
Auditor Reimbursement 336,036           338,840            346,580                        
Dept. of Administrative Services Reimb. 863,497            860,000                        
PRF-Inventory and Equipment Repl. 2,250,000                     
Garage Fuel and Waste Management 800,000           800,000            800,000                        
DOT Capitals - FY 2005 650,000           
DOT Capitals - Garage Roofs 150,000            100,000                        
DOT Capitals - Utility Improvements 150,000            400,000                        
DOT Capitals - Heating, Cooling, Exhaust 250,000            100,000                        
DOT Capitals - Fairfield Garage 2,500,000                     
DOT Capitals - ADA Improvements 200,000                        
DOT Capitals - Ames Complex Parking 200,000                        
DOT Capitals - Ames Complex Elevators 100,000                        

Total Appropriations 245,366,818    252,387,988     271,484,814                 

Total Expenditures 758,411,169    759,935,748     779,032,574                 

Reversions (17,882,715)     -                       -                                   

Total Appropriations/Expenditures 740,528,454    759,935,748     779,032,574                 

Net Available Balance Forward 149,082,439    118,387,552     68,595,839                   
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