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Preliminary Agreement
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Legal Property Description
Exhibit A—Form 2

Qualification Checklist 
Exhibit B—Form 3

Information Sheet 
Exhibit C—Form 4

The Preliminary Agreement is a nonbinding document that is 
used to set the beginning date of the 260E Project. Assuming 
your project is approved, employees who are hired into new  
positions on or after the date of the Preliminary Agreement 
qualify as new employees for the project. If approved, training 
that occurs on or after the date of the Preliminary Agreement 
may be covered under the project.

Your company must provide a legal property description of the 
project site(s). You may type the description on this form, or 
submit a copy of the legal document.

Exhibit B of the Preliminary Agreement is used to determine 
your company’s eligibility for a project under Iowa Code 260E. 
Please complete questions 1–12.

This part of the Preliminary Agreement provides additional  
information needed for the project approval. All blanks on this 
form must be completed. Your DBR consultant will assist you,  
including adding the dollar amounts for the estimated issuance 
and training fund. To facilitate completion of this form, you may 
want to prepare a list of anticipated new positions and their 
starting wages to be hired within two years of the preliminary 
date. Remember, at this point in the process, these numbers 
are your best guess. You will have ample opportunity to revise 
these numbers as the process proceeds.

A STEP-BY-STEP GUIDE TO YOUR 260E PROJECT

This manual has been prepared to help guide you through the  
260E application, approval, finalization, implementation and  
reimbursement processes. Your DMACC Business Resources (DBR) 
consultant will be there to answer your questions and assist you 
during the completion of each step.

STEP 1: BEGINNING THE PROCESS
Your DBR consultant will work with you to determine if your  
business is eligible to pursue a 260E Project. These forms will be 
completed at this stage.

FIRST CHOICE IN TALENT DEVELOPMENT

2



Information Sheet (Cont.)

First Amendment to Preliminary  
Industrial New Jobs Training 
Agreement
Form 5

Essential information needed to complete this form is the  
current number of permanent employees working for your  
company as of the date of the Preliminary Agreement. This  
establishes your base head count. The base head count is the 
starting point for this and any future 260E projects. 

Often your DBR consultant will ask you to complete Exhibits B 
and C first, and return these to DBR for preparation of the  
Preliminary Agreement. The completed Preliminary Agreement 
will be sent to you for review and signatures. Once reviewed, 
two copies of the document must be signed by an officer of  
the company, notarized and returned to DMACC for review  
and approval.

Because the Preliminary Agreement is valid for only one year 
from the signature date, it may be necessary to file an extension 
if your project has not received final approval by the DMACC 
Board of Directors within that year. The extension is for an  
additional six months in which to finalize your project. Your DBR 
consultant will notify you if you need to extend your project.

STEP 2: FINANCIAL DUE DILIGENCE

If DMACC approves the Preliminary Agreement, a financial  
evaluation of your company is the next step.

Due Diligence Information Form
Form 6

Your company must complete the Due Diligence form and return 
it to your DBR consultant with the last three (3) years of  
audited financial statements. All information submitted is kept 
confidential. DMACC’s Vice President of Business Services, as 
well as a public accounting firm reviews this information. DMACC 
reviews financial information to validate your company’s ability 
to repay the certificates issued by the college to fund your  
training program. The 260E Program is a partnership between 
DMACC and your company, and the College must be concerned 
with your company’s viability, stability and profitability.
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STEP 3: FINALIZING THE PROJECT

If your company’s Due Diligence information is approved, your  
DBR consultant will work with you to develop the training plan and 
to gather the remaining information needed to finalize the  
project. The following forms will be completed at this stage. 

Use of New Jobs Credit From 
Withholding
Form 7

The Training Plan
Exhibit A—Form 8

Your company must complete this form to certify the number 
of new positions and the total annual payroll for those positions 
you are adding over the next two years. To determine the dollar 
amounts, prepare a list of the new positions, the starting hourly 
wages, and the hiring phase-in schedule. This list of positions 
is also needed for the final training plan. Your DBR consultant 
will assist you by providing the wage threshold for your county 
or region for the supplemental 1½% withholding diversion. 
Once the Certificate is signed by an officer of the company and 
notarized, return the original to your DBR consultant. 

Note: Notify your DBR consultant if your company has received 
an Enterprise Zone designation from the Iowa Department of  
Economic Development. This will impact the size of your  
training fund.

Based on the numbers you provide, a computer calculation will 
be done to determine the size of your training fund. You and 
your consultant are now ready to complete the Training Plan  
and Budget.

The Training Plan, Exhibit A of the Final Agreement, is the most 
important part of the agreement. It contains an Introduction, 
List of New Positions with wages and benefits, the Training Plan 
Chart and the Training Budget.

FIRST CHOICE IN TALENT DEVELOPMENT
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The Training Plan (Cont.)

Training Plan Chart
Form 9

Final Agreement
Form 10

Use this outline as a checklist for putting together the Plan to 
make certain it is complete. Your company will need to provide 
the following information:

•	 A	description	of	your	company’s	history.
•	 	A	list	of	new	positions,	including	position	title,	starting	wage	

and number to be hired in each position.
•	 A	description	of	your	company’s	employee	benefits	package.
•	 A	legal	property	description	of	the	project	site.

Your DBR consultant will work with your company to develop 
the training plan for your 260E Project. Training Needs, 
Anticipated Project Outcomes, an Implementation Plan and the 
Training Budget will be developed as parts of the Training Plan 
Chart. The training plan and budget are the guide for allowable  
project expenditures.

To facilitate the writing of the Plan, you will need to prioritize  
the training activities to be provided using your 260E dollars,  
identify the outcomes expected from the training, list the  
supplier or vendor of the training, and determine/estimate the 
costs of those activities. Your DBR consultant will guide you 
through the preparation of the Plan and prepare the  
Training Budget for you. 

The Final Agreement is a legally binding agreement that your 
company needs to review, sign, notarize and return to your  
DBR consultant. A signature by a company officer is required on 
two (2) original copies. It must be signed by an individual in your 
company who has the authority to enter into financial  
contracts of the size specified. The Training Plan (Exhibit A)  
becomes part of this Final Agreement. It is then sent to the 
DMACC Board of Directors for final approval. Once signed, your 
project is officially approved and ready for the certificate sale.
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STEP 4: PROJECT IMPLEMENTATION

Your DBR consultant will keep you apprised of all deadlines and will 
inform you when 260E dollars become available for your use. Your 
company will have three years from the date of the certificate sale 
to expend the training funds.

Agreement for DMACC-Provided 
Training
Form 11

Request for Reimbursement for 
Training not Provided by DMAC-
CForm 12

Monitoring Employee Headcount

When you purchase and schedule training activities
through your DBR consultant, you will receive this
form for approval and signature. It will include specific
information on the dates, times, instructor and costs for
each training activity. Once the training is completed,
the cost of the training is deducted directly from your
funds. This eliminates the need for your company to be
invoiced, make payment and then submit the receipt for
reimbursement.

This form is completed each time you submit a request to be  
reimbursed for approved training activities for which you have 
paid that were not provided by DMACC. Based on your Training 
Plan, indicate which category the training falls within (e.g. Job 
Skill, Management/Supervisory, Training Materials, etc.).  
Complete and return the Reimbursement Request form to your 
DBR consultant with the following:

•	 	An	invoice	of	the	training	activity,	including	the	name,	dates	
and description/outline/agenda of the training class. 

•	 The	Social	Security	numbers	of	the	employees	who	were	trained.
•	 Evidence	of	payment	(copy	of	the	check,	ledger	posting,	etc.).

Approximately one year from the date of the bond sale, DMACC 
will perform an on-site head count test by reviewing your 
payroll records.

FIRST CHOICE IN TALENT DEVELOPMENT
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Monitoring Employee Headcount 
(Cont.)

Retiring the Training Bonds

Calculation of Withholding Tax  
Diversion Amount

Additionally, throughout your project, your DBR consultant will  
monitor your progress in meeting the hiring levels you certified.  
If your hiring is behind schedule, resulting in fewer dollars being 
diverted, your requests for reimbursement or payment for  
training activities may be suspended. Further, a portion of your 
training funds will be frozen and unavailable for your use. Your 
DBR consultant will work with you to determine all the options 
that are open to you.

If you are reaching the number of new employees that you 
certified for the agreement, your DBR consultant will discuss 
another 260E project. As your company continues to grow, you 
can continue to write agreements. We have long-term clients that 
have had as many as nine agreements. Notify your DBR consultant 
when you are close to reaching your projected headcount.

The debt for your project is retired through the diversion of 
Iowa withholding taxes on wages earned by employees in new  
positions. The following are the step-by-step instructions for 
properly diverting these taxes:

1.  Total the gross wages earned by each employee in the new 
positions for the period.  The diversion period is to  
correspond with Iowa Department of Revenue reporting  
periods: monthly or quarterly.

2. Multiply the grand total of these gross wages by 1½% (.015).

If you have no new positions that qualify for the supplemental 
withholding diversion, proceed to Paying your Tax  
Diversion below.

3.  For those positions that meet the wage criteria, you will  
need to calculate the additional supplemental withholding:  
as follows:

 a.  Identify and list employees qualifying for supplemental 
withholding

 b. Total wages for all employees identified as supplemental 
 c. Multiply total supplemental wages by 1½% (.015)
4. Add the sums from step #2 and #3c.
5.  Submit total withholding diversion calculated in step #4.
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Paying Your Iowa Withholding Tax 
Diversion Directly to DMACC

Filing Iowa Withholding
Tax Return with Iowa
Department of Revenue

Make check payable to DMACC
Mail to: 
DMACC
Attn: Darwin Schmig
2006 S. Ankeny Blvd.
Ankeny, IA 50023
•	 	Send	your	payment	prior	to	the	Department	of	Revenue	tax	

due date
Submit the following supporting documentation with each 
check sent to DMACC:
•	 Dates	of	the	payroll	period
•	 List	of	Social	Security	numbers	of	new	employees	
(ONE TIME ONLY)
•	 Number	of	employees
•	 	Total	gross	wages	for	the	identified	period	and	the	 

percentages used to calculate the amount
•	 Amount	of	withholding	tax	being	paid	to	DMACC

1.  A credit is taken on your withholding tax return for the 
amount of withholding taxes diverted to DMACC. 

2. Balance of tax due is paid to the State.
3.  The credit is taken on the adjustment line on the return.
4.  Electronic filers will file a quarterly reconciliation form.
5.  Call Russ Shumate, Department of Revenue & Finance,  

242-0123, for assistance.
6.  If you are using a payroll service company, you must notify 

them to begin and maintain the diversion process.

You should begin to divert withholding as soon as possible. 
You may begin with the date of the Preliminary Agreement or 
the Final Agreement for each new employee; the diversion is 
calculated from the hire date.

Note: The release of dollars from your training fund is directly 
related to your withholding diversion payments. If you are
in arrears on diversion, your DBR consultant may hold any  
reimbursements until the shortfall is corrected.

FIRST CHOICE IN TALENT DEVELOPMENT
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FREQUENTLY ASKED QUESTIONS ON 
THE 260E PROCESS

 1. Bottom line—what will a 260E Agreement cost my company?
  The company does assume the risk of bond repayment through a diversion of withholding taxes—

taxes that the company is required to pay to the State of Iowa. The program allows the company 
to take a credit and send those dollars to the Community College to retire the bonds sold to 
fund the training program. If the company hires the number of new employees and pays the 
wages it certified to the College, the program costs the company nothing. This is a very low risk 
program—more than 240 companies have participated in this program through DMACC since 1983. 
However, should the company not hire the number it certifies, or leave Iowa before the bonds are 
retired through normal withholding diversion, there would likely be a balloon payment required to 
meet the bond obligations.

 2. How binding is the Preliminary Agreement?
  The Preliminary Agreement is designed to lock in the date from which new employees can be 

counted for the project and training expenses may be reimbursed. It is preliminary in nature and  
either the College or the company can decide not to proceed.

 3. How much time does the company have to hire the new employees?
  You have two years from the date of the Preliminary Agreement to hire the number of new  

employees certified in the 260E Agreement.

 4. How does the “Supplemental New Jobs Credit from Withholding” work?
  To promote the creation of high-quality jobs within Iowa, a supplemental withholding credit 

may be available to your company, increasing the size of your training program. Supplemental 
withholding credits are available for new positions with wage levels meeting or exceeding 
established  
regional/county criteria. Check with your DBR consultant on what those levels are for your area.

 5. What financials do we submit if we are a subsidiary company?
  Submit those of your parent company.

 6. How can we use the training dollars?
  Training dollars can be used for Job Skill Specific Training such as training on equipment and/or 

processes, new employee orientation, basic skills, English as a Second Language, Industrial  
Maintenance, Lean Operations Techniques, training program development; for Management/ 
Supervisory Skills Training such as basics of supervision, good management practices, motivation, 
leadership skills, training the on-the-job trainer; and for Training Materials including the  
development, design and production of training support materials, process and procedure 
manuals, videos for orientation, process training and textbooks.
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 7. Can we pay for OJT?
  Although OJT is an allowable cost, Des Moines Area Community College strongly urges companies 

to use these funds to provide structured training for new positions.

 8. How do I calculate my base head count?
  Use the Preliminary Agreement date to calculate your base head count. Included in this count will 

be the number of permanent employees paying Iowa withholding taxes.

 9. Do I count temporary employees?
  Temporary employees should not be included in your base head count, which would inflate 

your count, and you cannot count them as new positions. Temporary employees are defined as 
individual positions not being paid directly by the company, seasonal employees, or those hired 
only to  
alleviate backlogs.

 10. Why do I have to submit Social Security numbers of new employees?
  It is required by Iowa Code. There are references to this requirement in both the Preliminary and 

Final Agreements. We do not need names, which should help with privacy issues.

 11. What happens if a new employee resigns?
  Your 260E funds follow the positions, not the individuals hired into those positions.

 12. Does the withholding diversion for a position ever increase from 1.5% to 3% during the project?
  No. It is a one-time determination based on the starting salary at the time the project is finalized.

 13. How is withholding diversion handled if payroll is outsourced?
  It is handled the same way. If you are using a payroll service company, you must notify them to 

begin and maintain the diversion process. It is your responsibility to assure that the withholding  

FREQUENTLY ASKED QUESTIONS ON 
THE 260E PROCESS (CONT.)
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diversion to the College is occurring.

 14. If the company gets behind on its withholding diversion, how does it bring its account current?
  1. Total all gross wages for new positions not previously diverted.
  2.  Total includes all wages earned in new positions since the Preliminary Agreement date.
   a. Wages are to be totaled by quarter
  3. Multiply quarter total by 1½% (.015) plus 1½% (.015) for applicable supplemental wages
  4. File Quarterly Amended Withholding Return utilizing the State’s online system
   a. Standard 1½% calculated amount goes on line 3(a) NJC—New Jobs Credit
   b. Supplemental 1½% calculated amount goes on line 3(b) SJC—Supplementary Jobs Credit
   c. File amended return for each quarter affected by the backlog
   d. This process generates a refund from the state
   e. Send DMACC a check for the amount of the refund received 

 15. Who do I call with questions regarding withholding tax diversion?
  Darwin Schmig, Des Moines Area Community College, (515) 964-6418.

16. How much time should I anticipate spending on the withholding process?
   The process should not take a great amount of extra time. Work with your DBR consultant to help 

streamline your processes.

 

FREQUENTLY ASKED QUESTIONS ON 
THE 260E PROCESS (CONT.)
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dbr.dmacc.edu

2006 South Ankeny Blvd.
Ankeny, Iowa 50023-3993

877-TO-DMACC ext. 6397
or 515-964-6397


