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An Act relating to the creation of a statewide regional networxk
of small business economic development corporations to assist
in providing financing for small businesses in the state.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQWA:

TLSB 23865C 72
mg,/cf/24




— \
QO 0~ O N s W

- -
o~

=

=
LU 2 B =

4

.

i =
o <IN

fo]

3]
<

[0 N AV
xS I

{2 B S T o O B 6 B 1 Y S B ¥
W 0 ~ o s W

LS I TV VS B Y A VY
[ IRV S =

(99
w

S.F. 9’9 é H.F.

Section 1. Section 15.108, subsecticen 7, paragraph h,
unnumbered subparagraph 1, Code 1987, is amended to read as
follows:

in-addrrion;-the-department-may-estabitsh Establish a smail
business advisory council to:

Sec. 2. Section 15.108, subsecticen 7, paragraph h, Code
1987, is amended by adding the following new subparagraph:

NEW SUBPARAGRAPH. (7Y Assist in the development,
promoticn, implementation, and administration of a statewlde

regional network of corporations designed to increase the
avallability of financing for small businesses.
Sec. 3. NEW SECTION. 15.261 PURPOSE.

The purpose of this part is to facilitate the establishment

and expansion of small businesses in this state by
coordinating the formation of a statewide regional network of
private sector small business econcmic development
corporations, which will serve as guarantors of lcvans macde by
commercial lending institutions to small business
entrepreneurs, and to stimulate economic growth for small
business economic development through the partnership of state
or federal small business develcpment filnancing programs.

Sec. 4. NEW SECTION. 15.262 DEFINITIONS.

As used in this part, unless the context otherwise

regquires:

1. "Small business" means an enterprise located in this
state, except an enterprise organlized tc practice a
profession, as defined in section 496C.2, which is operated
for profit and under a single management, and has fewer than
twenty employees or an average annual gross income of less
than three million dollars over the last three years.

2. "Corporation" or "develcpment corporation" means a
private sector small business economic development corporation
organized under chapter 504A or organized for pecuniary profit
under chapter 496A and includes development corporations

organized under chapter 496K.
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3. "“Region" means a private sector small business economic
development region.

4. "Fund" means the private sector small business economic
development corporation fund established under section 15.263.
5. "Contributor" means a private entity which commits to
contribute money to a development corporation, organized under

chapter 504A, upon the call of the corporation.

6. "Investor” means a private entity which invests money
in a corporation crganized for pecuniary profit under chapter
4964,

7. "Council" means the small business advisory council
established by the department.

Sec. 5. NEW SECTION. 15.263 ESTABLISHMENT OF FUND.

There is established in the office of the treasurer of

state a private sector small business economic development
corporation fund. The fund may include appropriations and
other moneys for the purpose of loan guarantees under this
part. All state moneys allocated to a corporation shall be
from moneys previously appropriated to the fund.

Sec. 6. NEW SECTION. 15.264 COUNCIL DUTIES AND
ORGANIZATION -- FPUND.

The council shall:

1. Manage and administer through the office of the
treasurer of state, state moneys appropriated to the fund.

2. Determine how the fund shall be allocated to the
corporations. The council shall not allocate state moneys to
a corporation in an amount that exceeds fifty percent of the
amount committed to be contributed or invested in a
corperation's account on call for the purposes of guaranteeing
small business lcans under this part.

3. Initially establish at least six but not more than nine
geographically balanced regions throughout the state which
reglions shall, to the maximum extent, be contlguous or
parallel the regilonal coordlinating councils. However, the

council may by two-thirds vote increase the number of regions
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to not more than sixteen,

4. Facilitate the establishment of at least one
corporation in each region of the state by contacting and
enlisting the participation of potential contributors,
investors, and economic development entities.

5. Actively cooperate with the corporation to seek
procurement of moneys available through federal funding
allocated for small business assistance programs.

6. Review, at reqular and frequent intervals, all loans
guaranteed by state moneys under this part in order to ensure
the compliance of all parties with this part.

7. Supervise the monitoring of corporations which review
the operations of businesses started or expanded through state
funding made available under this part.

8. Ensure that all loans guaranteed under this part are
disbursed and collected without discrimination and in
accordance with section 6ClA.10, subsection 2. Particular
attention shall be given to targeted small businesses.

9. (oordinate the adoption of uniform rules 1in accordance
with chapter 17A as necessary or desirable for the supervision
of this part as administered by the corporations. These rules
shall include the following:

a, Criterla for the making of lcans which may be
guaranteed by develcopment corporations.

b. Requirements for the articles of incorporaticn and
bylaws ©of the corporations.

c. Maximum amounts of loans and guarantees.

d. Maximum time for repayment schedules.

e. Conflict of interest pronibitions.

f. The provision for adequate reserves for lcan
guarantees.

g. The segregation of an accounting for moneys used for
loan guarantees to the extent the moneys include state
matching funds.

10, Meet at least once a month and as often as necessary.
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11. Refrain from allocating any funds until at least one-
third of the regions have established private sector small
business economic development corporations.

Sec. 7. NEW SECTION. 15.265 POWERS OF CORPORATIONS.

1. A corporation has all powers otherwise granted 1t by

law and by its articles of incorporation and bylaws.

2. A corporation may develop a loan guarantee program,
subject to approval by the council, 1if:

a. State matching funds are requested to guarantee loans
made by private lending institutions to small businesses in
order to establish, maintain, or expand their operations.

b. The loan guarantee program conforms to rules adopted by
the council and, in the copinion of the council, promotes the
purposes of this part.

3. A corporation shall have the following duties and
responsibilities:

a. The management and administratlon of the fund.

b. The adoption of rules in accordance with chapter 17A& as
necessary or desirable in conjunction with and under the
supervision of the council for the administration of this
part. The rules shall include:

(1} The making of loans eligible for guarantees by
development corporations.

(2) Requirements for the articles of incorperation and
bylaws of the corporations.

{3) Maximum amounts of loans and guarantees.

(4) Maximum time for repayment schedules.

{5) Conflict of interest prohibitions.

(6) The provision for adequate reserves for loan
guarantees.

(7) The segregation of and accounting for moneys used for
loan guarantees to the extent the moneys include state
matching funds.

4. Monitoring the operations of businesses started or

expanded through state funding made available under this part.
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5. The active cooperation with the council to seek
procurement of moneys available through federal funding
allocations for small business assistance programs.

6. Ensuring that all loans guaranteed by a corporation
under this part are disbursed and colliected without
discrimination and in accordance with section 601Aa.10,
subsection 2. Particular attention shall be given to targeted
small businesses.

7. Each corpeoraticen shall meet at least once a month andé
as often as necessary.

8. Establishing joint ventures with area regional
ccordinating councils when practical and whenever feasible.

Sec. 8. NEW SECTION, 15.266 TAX LIABILITY -- CREDIT,.

Corporations organized in accordance with chapter 504A are
exempt from the tax imposed under section 422.33. For
purposes of avoiding federal tax liabilities, the articles of

lncorporation of the corporations created under this division
shall be written in accordance with sections 504B.2 and
S04B.3., Corperations organized for pecuniary profit are
subject to taxes imposed under section 422.33.

Sec. 9. NEW SECTION. 15.267 OBLIGATICNS OF STATE --
LIMITATIONS.

Loan guarantees made by a development corpcraticn for which
the state has contributed matching funds under this part shall
be supported only by the moneys committed or contributed to
the corporation or the fund. A loan guarantee agreement mace
by a corporation, contributor, or investor is not an
obligation of the state or any of 1ts subdivisions, except to
the extent of moneys previously allocated to the corporation
from the fund. A corporation or zhe ccuncil shall not pledge
the credit or taxing power of the state ané shall not make its
obligations payable out of any moneys cther than those

comnitted or contributed to the corporation or previousiy

appropriated to the fund. .
Sec. 106. CODE PLACEMENT., The Code editor shall codify new

-5-
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section 15.261 through 15.267 as a new part in subchapter II
of chapter 15.
EXPLANATION

The bill requires the department of economic development to
reestablish a small business advisory council. The bill
provides tor the creation of a statewide regicnal network of
private sector small business economic development
corporations. The bill encourages investment or contributions
from private or public sources to guarantee lcoans for small
businesses. The advisory council is empowered to supervise
and monitor the corpeorations securing financing for smalil
businesses. The advisory council may match a development
corporation fund up to fifty percent. A separate fund is
established in the office of the treasurer of state to serve

as the state portion of loan guarantees under the blil.
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SENATE 29
March 25, 1987

SENATE FILE 493 .

5-32¢62
1 Amend Senate File 453 as fcllows:
2 1. Page 1, by striking lines 1 through 11 and in-
3 serting the following:
4 "Section 1. Section 15.108, subsection 7, Code
5 1987, 1s amended by adding the following new
6 paragraph:
7 NEW PARAGRAPH. 1. Assist in the development,
8 promotion, implementation, and administration of a
9 statewide network of regional corporations designed to
10 increase the availability cf financing for small
11 businesses.”
12 2. Page 2, by striking lines 11 and 1l2.
13 3. Page 2, line 20, by striking the word
14 “COUNCIL" and inserting the following: "BOARD".
15 4. Page 2, line 22, by striking the word
16 "council®” and inserting the following: "board".
17 5. Page 2, line 26, by striking the word
18 "council" and inserting the following: '"board".
19 6. Page 2, line 35, by striking the word
20 "council" and inserting the following: "board".
21 7. Page 4, line 8, by striking the word "council"”
22 and inserting the following: board".
23 8. Page 4, line 13, by striking the words .‘ﬁ
24 "council and, in the opinion of the council" and
25 inserting the following: "board and, in the opinion
26 of the board".
27 9. Page 4, line 20, by striking the word
28 "council" and inserting the following: “board".
29 10. Page 5, line 1, by striking the word
30 "council" and inserting the following: “board”.
31 11. Page 5, line 17, by striking the word
32 "division" and inserting the following: *part".

33 12. Page 5, line 30, by striking the wcrd

34 "council” and inserting the following: "board".
S-3262

Filed March 24, 1987 BRY LEONARD L. BOSWELL

ALVIN V. MILLER




Fiea /"M ‘,&W -3/3//?’7 \
A 4,/?/77 ((-]4 fR31

+
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BY COMMITTEE ON SMALL BUSINESS ANC

ECONOMIC DEVELOPMENT

(AS AMENDED AND PASSED BY THE SENATE MARCH 25, 19%87)
- New Language by the Senate

* - Language Stricken by the Senate
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Act relating to the creation of a statewide regional network
of small business economic development corporations to assist
in providing financing for small businesses in the state.

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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subsection 7, Code 1987, 1S
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NiW PARAGRAPH. 1. Assist in the development, promotion,
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imnpleamentation, and administration cf a statewide network of
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regional corporaticns designed to increase the availability of
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financing for smal. businesses.
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Sec. 2. NEW SECTION. 15.26. PURPOSE.
The purpose of this part is to facilitate the establishment

and expaision of small businesses in this state by
coordinating the formation of a statewide regional network of
private cector small business economic development
corporations, which will serve as guarantors of loans made by
commercial lending institutions to small business
entrepreneurs, and to stimulate economic growth for small
business economic Gevelopment through the partnership of state
or federal small business development financing programs.

Sec. 3. NEW SECTION. 15.262 DEFINITIONS.

As used in this part, unless the context otherwise

requires:

1. "Small business" means an enterprise located in this
state, except an enterprise organized to practice a
profession, as defined in section 496C.2, which 1s cperated
for profit and under a single management, and has fewer than
twenty employees or an average annual gross lncome of less
than three million dollars over the last three years.

2. "Corporation" or "development corporation" means a
private sector small business economic development corporation
organized under chapter 504A or organized for pecuniary profit
under chapter 496A and includes development corporations
organized under chapter 496B.

3. "Region" means a private sector small business economic
development region.

4. "Fund" means the private sector small business economic
development corporation fund established under section 15.263.

5. "Contributor" means a private entity which commits to

..\
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contribute money to a development corporation, organized under
chapter 504A, upon the call of the corporation.

6. "Investor" means a private entity which invests money
in a corporation organized for pecuniary profit under chapter
496A.

Sec. 4. NEW SECTION. 15.263 ESTABLISHMENT OF FUND.

There is established in the office of the treasurer of

state a private sector small business econcomic development
corporation fund. The fund may include appropriations and
other moneys for the purpose of loan guarantees under this |
part. All state moneys allocated to a corporation shall be
from moneys previously appropriated to the fund.
- Sec. 5. NEW SECTION. 15.264 BOARD DUTIES AND
ORGANIZATION -- FUND.

The board shall:

1, Manage and administer through the office of the

treasurer of state, state mconeys appropriated to the fund.

2. Determine how the fund shall be allocated to the
corporations. The board shall not allocate state moneys to a
corporation in an amount that exceeds fifty percent of the
amount committed to be contributed or invested in a
corporation's account on call for the purposes of guaranteeing
small business loans under this part.

3. Initially establish at least six but not more than nine
geographically balanced regions throughout the state which
regions shall, to the maximum extent, be contiguous or

parallel the regional coordinating councils. However, the

board may by two-~thirds vote inc¢rease the number of regions to
. ]

not more than sixteen.

4. Facilitate the establishment of at least one
corporation in each region of the state by contacting and
enlisting the participation of potential contributors,
investors, and economic development entities.

5. Actively cooperate with the corporation to seek
procurement of moneys available through federal funding




allccated for small business assistance programs.

6. Review, at regular and frequent intervals, all loans
guaranteed by state moneys under this part in order to ensure
the compliance of all parties with this part.

7. Supervise the monitoring of corporations which review
the operations of kusinesses started or expanded through state
funding made available under this part.

8. Ensure that all locans guaranteed under this part are
disbursed and collected without discrimination and in

L= B o T ¢ B AT V. B - S PV I S

accordance with section 601A.10, subsection 2. Particular
11 attention shall be given to targeted small businesses.

~12 9. Coordinate the adoption of uniform rules in accordance
13 with chapter 17A as necessary or desirable for the supervision
14 of this part as administered by the corporations. These rules
15 shall include the following:
16 a. Criteria for the making of loans which may be
17 guaranteed by development corporations.
18 b. Requirements for the articles of incorpcration and

19 bylaws of the corporations,

20 ¢. Maximum amounts of lecans and guarantees.

21 d. Maximum time for repayment schedules.

22 e. Conflict of interest prohibitions.

23 f. The provision for adequate reserves for loan

24 guarantees,

25 g. The segregation of an accounting for moneys used for
26 loan guarantees to the extent the moneys include state

27 matching funds.

28 10. Meet at least once a month and as often as necessary.
29 11. Refrain from allocating any funds until at least one-
30 third of the regions have established private sector small

31 business economic development corporations.

32 Sec. 6. NEW SECTION. 15.265 POWERS OF CORPORATIONS.

33 1. A corporation has all pcwers otherwise granted it by

34 law and by its articles of incorporation and bylaws.

35 2. A corporation may develop a loan guarantee program,

- -
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subject to approval by the board, if:

a. State matching funds are requested to guarantee loans
made by private lending institutions to small businesses in
order to establish, maintain, or expand their operations.

b. The loan guarantee program conforms to rules adopted by
the board and, in the oEinion of the board, promotes the
purposes of this part.

3. A corporation shall have the following duties and
responsibilities:

a. The management and administration of the fund.

b. The adoption of rules in accordance with chapter 174 as
necessary or desirable in conjunction with and under the
supervision of the board for the administration of this part.

—
The rules shall include:

(1) The making of loans eligible for quarantees by
development corporations.

(2) Requirements for the articles of incorporation and
bylaws of the corpcrations.

(3) Maximum amounts of loans and guarantees.

(4) Maximum time for repayment schedules.

{5) Conflict of interest prohibitions.

(6) The provision for adequate reserves for loan
guarantees.

{(7) The segregation of and accounting for moneys used for
locan guarantees to the extent the moneys include state
matching funds.

4. Monitoring the operations of businesses started or
expanded through state funding made available under this part.

5. The active cooperation with the board to seek
procurement of moneys available through federal funding
allocations for small business assistance programs.

6. Ensuring that all loans guaranteed by a corporation
under this part are disbursed and collected without
discrimination and in accordance with section 601A.10,

subsection 2. Particular attention shall be given to targeted

_.4_
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small businesses.
7. Each corporation shall meet at least once a month and
as often as necessary.
8. Establishing joint ventures with area regional
coordinating councils when practical and whenever feasible,
Sec. 7. NEW SECTION. 15.266 TAX LIABILITY -- CREDIT.
Corporations organized in accordance with chapter 504A are

exempt from the tax ilmposed under section 422.33. For
purposes of avoiding federal tax liabilities, the articles of
incorporation of the corporations created under this part
——

shall be written in accordance with sections 504B.2 and
S04B.3. Corporations organized for pecuniary profit are
subject to taxes imposed under section 422,33,

Sec. 8. NEW SECTION. 15.267 OBLIGATIONS OF STATE --
LIMITATIONS.

Loan guarantees made by a development corporation for which

the state has contributed matching funds under this part shall
be supported only by the moneys committed or contributed to
the corporation or the fund. A loan guarantee agreement made
by a corporation, contributor, or investor is not an
obligation of the state or any of its subdivisions, except to
the extent of moneys previously allocated to the corporation
from the fund. A corporation or the board shall not pledge
the credit or taxing power of the state and shall not make its
obligations payable out of any moneys other than those
committed or contributed to the corporation or previously
appropriated to the fund.

Sec. 9, CODE PLACEMENT. The Code editor shall codify new
section 15.261 through 15.267 as a new part in subchapter II
of chapter 15.

SF 493
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Amend Senate File 493 as amended, passed, and
reprinted by the Senate as follows:

1. Page 2, by inserting after line 12 the follow-
ing:

"Interest accrued by the fund shall be credited to
and deposited in the fund."

2. Page 2, by striking lines 24 through 29 and
inserting the £oliowing:

"3. Establish regicns that have the came area
boundaries as that of the regional coordinating
councils estabilished pursuant to section 28.101,
subsection 2."

3. Page 3, by strixing lines 8 through i and
inserting the fcllowing:

"8. a. Ensure that all operations of the board
and corporations authorized under this part comply
with the affirmative action requirements of chapter
198,

b. Ensure that all loans guaranteed under this
pary are disbursed and collected without
discrimination and in accordance with section 601A.10,
subsection 2.

¢. Ensure that the loans guaranteed under this

part are disbursed and utilized in accerdance with the
targeted small business set-asice reguirements of
sections 73.15 through 73.21."

4. Page 3, line 12, by striking the wcrds
"Coordinate the adoption of uniform" and inserting the
following: "Adopt".

5. Page 3, by striking line 14 and inserting the
foilowing: "and the direczion of the corporations for
the uniform implementation of this part. These
ruies”.,

6. Page 4, line 10, by lnserting after the wcrd
"of" the foilowing: "moneys allocated to it from™.

7. Page 4, by striking lines 11 through 26.

8. Page 4, line 27, by striking the figure "4."
and inserting the following: “b."

9. Page 4, iine 29, by striking the figure "5."
and inser:ing the following: "ec."

10. Page 4, iine 32, by striking the figure "6."
and inserting the folliowing: “d."

1i. Page 5, line 2, by striking the figqure "7."
and inserting the following: "e."

12. Page 5, line 4, by striking the figure "8."
and inserting the following: "f.,"

13. Page 5, by inserting after line 5 the
following:

"g. Cocrdinate its activities with the small
business development centers, institutions under the
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$-3651 pg. 2

1 control cof the boards of regents, private colleges and
2 universities and other public entities that are
3 interested 1n economic development."

4 14. Page 5, by inserting after line 27 the
5 following:
&6 —. "Sec. . NEW SECTION. 15.268 NO RESTRICTION.

7 Nothing in this part shall be cons:irued so as to
8 restrict any corporation from fulfilling the purpose
9 of this part if that corporation has not received

0 state moneys under this part.”
1
2

]
L 1
! 1 15. By renumbering, relettering, or -redesignating
; 12 and correcting internal references as necsossary.
5-3651
Filed Apnxril 16, 1987 RECEIVED FROM THE HOUSE
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SENATE FILE 493
H-3675

(:a‘- amend Senate File 493 as amended, passed, and

reprinted by the Senate as follows:

1. Page 2, by striking lines 24 tirough 29 and
inserting the following:

"3. Establish regions that have the same area

councils established pursuant to section 28.101,
subsection 2. A corporation designated for a region
may enter into an agreement under chapter 28E with
10 other such corporations for the purpose of this part
11 for their regions. These corporations shall be
12 considered public agencies for purposes of chapter
13 28E."
14 2. Page 3, line 12, by striking the words
"Coordinate the adoption of uniform" and inserting the
following: “Adopt".

3. "Page 3, by striking line 14 and inserting the
following: “and the direction of the corporations for
the uniform implementation of this part. These
rules”,

4. Page 4, line 10, by inserting after the word
"of" the following: “moneys allocated to it from".

5. Page 4, by striking lines 11 through 26.

6. Page 4, line 27, by striking the figure "4."
and inserting the following: "b."

7. Page &4, line 29, by striking the figure "S5."
and inserting the following: “c."

8. Page 4, line 32, by striking the figure "6."
29 and inserting the following: "d4."

2

4

T ’ - 5
- 6 boundaries as that of the regional coordinating

7

8

9

30 9. Page 5, line 2, by striking the figure "7."
31 and inserting the following: "e."

32 10. Page 5, line 4, by striking the figure "8."
33 and inserting the following: "£."

34 11. Page 5, by inserting after line 5 the

35 following:

36 "g. Coordinate its activities with the small

37 business development centers, institutions under the

38 control of the boards of regents, private colleges and
39 universities and other public entities located within
40 1ts area that are interested in economic development."

41 12. Page 5, by lnserting after line 27 the

42 following:

43 “Sec. . NEW SECTION. 15.268 NO RESTRICTICN.
44 Nothing in this par*t shall be construed so as to

45 restrict any corporation from fulfilling the purpose
46 of this part if that corporation has not received
47 state moneys under this part."

BY COMMITTEL ON SMALL
H-3675 FILED APRIL 8, 1987 BUSINESS AND COMMERCE
. bt o ouncndss by 3657537178

—— ‘//,7./9—7 (m‘/gofﬁ
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Amend the amendment, E-3675, tc Senate File 393 as
follows: ‘
Page i, by striking lines 8 rhrough 13 and in-

-~ "o

serting the following: ‘“subsection 2.

4-3689 FILED APRIL 9, 1987 BY NEUHAUSER of Johnson

& ’p’&f #//.,c g‘;(ﬁ,./.gc-_f)
- SENATE FILE 493

Amend the amendment, H-3675, to Senate File 493, as
amended, passed, and reprinted by the Senate, as
follows:

1. Page 1, lines 8 through 13, by striking the
words "A corporation designated for a region may enter
lnto an agreement under chapter 28FE with other such
corporations for the purpose of this part for their
regions. These corporations shall be considered
public agencies for purposes of chapter 28E."

OO0~ OV U B G by

10 2. Page 1, lines 39 and 40, by striking the word
11 "located within its area", d K >

H-3717 FILED APRIL 10 987 BY METCALF of
B—CQQPCQ/ﬁ-éLLJ ofo “/iy 9./ 30%) CAL Polk

SEMNATE FILE 493
H-3719

'Amend Senate File 493, as amendeq, passed, and re-
printed by the Senate, as follows: )

1. Page 2, by inserting afser iine 12
ng:
"

Interest accrued by the fund ] :
est r vy t tund shall be credited ;
and deposited in the fung." £
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BY METCALF of Polk
H-3719 FILED APRIL 10, 1987 HANSEN of Woodbury
g sfps JETp 1F0)
; SENATE FILE 493

H-3720

Amend Senate File 493, as amended, passed, and
reprinted by the Senate as follows:

1. Page 3, by striking lines 8 through 11 and
inserting the following:

“8. a. Ensure that all operations of the board
and corporations authorized under this part comply
with the affirmative action requlirements of chapter
19B.

b. Ensure that all loans gquaranteed under this
10 part are disbursed and collected without
11 discrimination and in accordance with section 6014.10,
12 subsection 2.

13 c. Ensure that the loans guaranteed under this

14 part are disbursed and utilized in accordance with the
15 targeted small business set-aside requirements ot

16 sections 73.15 through 73.21."

H-3720 FILED APRIL 10, 1987 BY BRAMMER of Linn
Qd%ﬂh9”/“/?7(jf904\
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PROPOSZD SMALL BUSINESS AND

3Y {
ZCONOMIC DEVELOPMENT BILL)
Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays

An

Approved

A BILL FOR

Act relating to tne creation cof a statewicde neswork of smalil
business econcmic development corporaticns to assist in
providing financing for small businesses in the state.

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQOWA:
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Section 1. Secticn 15.108, subsectien 7, paragraph o,
annumbered subparagraph 1, Ccde 1987, 1s amended to read as
folicws:

fn-additicn;-the-department-may-estabiian Cstablish a small
business advisory council to:

Sec. 2. Section 15.108, subsection 7, paragraph h, Code
1987, is amended by adding the fcllowing new numbered
subparagraph:

NEW NUMBERED SUBPARAGRAPH. (7) Assist in the development,

romction, implementation, and administration of a statewide

network of corporations designed to increase the availability
of financing for small businesses.
Sec. 3. NEW SECTION. 15.261 PURPOSE.

The purpose of this part is to faciiitate the establishment

and expansion of small businesses 1in this state by
coordinating the formaticon of a statewide network of private
sector small business econcrmic development c¢orporations, which
wi.l serve as guarantors of loans made 5y commercial lending
institutions to small business entrepreneurs, and to stimulate
economic growth for small business economic development
through the partnership of state or federal small business
development financing prcgrams.

Sec. 4. NEW SECTION., 15.262 DEFINITIONS.

As used in this part, uniess the context otherwise

requires:

1. "Small business" means an enterprise located in this
state, except an enterprise organized to practice a
prcfession, as defined in section 496C.2, which is operated
for profit and under a single management, and has fewer than
twenty employees or an average annual gress income of less
than three millien dollars over tne last three years.

2., "Corporation" or "development corperation" means a
private sector smail business economic develcpment corporation
organized under chapter 504A or organized for pecuniary profit
uncer chapter 496A and includes development corporations

-1-
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crganized under chapter 496B.

3. "Region" means a private sector small business economic
development region.

4., "Fund" means the smail business eccncmic develcpmen:
fund established under section 15.263.

5. "Contributor" means a private entity which commits to
contribute money to a development corporation, crganized under
chapter 504A, upen the call of the corporation.

6. "Investor" means & private entity wnich invests mcney
1n a cerporation crganized for pecuniary profit under chapter
496A.

7. "Council" means the small business adviscry council
established by the department.

Sec. 5. NEW SECTION. 15.263 COUNCIL DUTIES AND
ORGANIZATION -- FUND,

The c¢cuncil shall:

1. Manage and otherwise administer the small business
economic development fund. There is estabiished 1n the ofiice
0f the treasurer of state a small business economic
development fund. The fund may include apprcopriations and
other moneys made available to the council Zor the purposes of
lcan guarantees under tnls part. All stacte morneys allocated
to the corporations shall be from moneys previously
appropriated to the council.

2. Dezermine how the fund shall be allocated to the
corporations. The council shall not alilccate state moneys to
a corporation in an amount that exceeds fifty percent of the
amount cocmmitted to be contributed or invested in a
corporation's acccunt on call for the purpcses ¢f guaranteeing
small business loans under tnils part.

3. Initially establish at least six but not more than nine
geograpnically balanced regions throughout the state,

However, the council may by two-thirds vote increase the
number of regions to nct more than sixteen.,

4., Pacilitate the establishment cf at least one

-2-
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corporation in each
enlisting the participati
investcrs, and econcmic development entl

S. Actively seek procurement of meoneys available thrcouch
federal funding allocated for small business assistance
programs.

6. Review, at regular and frequent intervals, all locans
guaranteed by state moneys under this part in order tc ensure
the compliance of all parties with this part.

7. Monitor the operations of businesses started or
expanded through funding rmade available under this part.

8. Ensure that all loans guaranteed in part under this
part are disbursed anrd collected without discrimination and in
accordance with secticn 601A.10, stbsection 2.

9. Adopt rules in accordance with chapter 17A as necessary
or desirabie for the administration of this parct, including
but not limited to:

a. Rules governing the making of loans eligible for
guarantees byv develcpment corpcrations.

b. Reguirements for the articles of inccerperation and
byiaws of the corporations.

¢. Maximum amounts of lcans and guarantees.

d. Maximum time for repayment schedules.

e. Conflict of interest prchibitions.

£. The provisicn fcr adequate reserves for loan
guarantees.

g. The segregation of and accounting for moneys used for
lcan guarantees to the extent the moneys include state
matching funds.

10, The council shall meet at least once a month and as
often as necessary.

11. Refrain from allocating any funds until at least one-

third of the regions have established private sectior small

business economic development corporations.

Sec. 6. NEW SECTION. 15.264 POWERS OF CORFPORATIONS.

-3-
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1. A corporation has all powers otherwise granted it by
law ard by its articles of incerperation and bylaws.

2., A corporaticn may devellp a program, sub
approval by the council, if:

a. State matching funds are reqguested to guarantee loans
made by private lending institutions to small businesses in
crder to estabplish, maintain, or expand their operations,

b. The program must conform to rules adcpted by the
council andé must, in the opinicon of the council, promote the
purposes of this parc.

Sec. 7. NEW SECTION. 15,265 7TaX LIABILITY -~ CREDIT.

Corporations organized in accordéance with chapter S04A are
f=4

exempt from the tax impcosed under section 422.33. For
purposes of aveiding federal tax liabilities, the articles of
inccrporation c¢f the corporaticns created under this divisicn
sphall be written in accordance with sections 5048,2 and
5048.3. Corperations crganized for pecunlary profit are
subject to taxes imposed under section 422.33.

Sec. 8. NEW SECTION., 15.266 OQOBLIGATIONS OF STATE --
LIMITATIONS.

Loan guarantees made by a deveicpmenrt corporation fcr which
the stace has coniridbuted matching funds under this part shalx

be supported coniy by tne moreys committed or contributed to
the corpcration or the fund. A lcan guarantee agreement mace
by a corporation, contributer, or investor is not an
obligation of the state or any of its subdivisions, except 0
the extent of moneys previously alleccated to the corporation
from the fund. A corpcration or the council shall not pledge
the credit or taxing pcwer of the state and shall nct maxe its
obligations payable out of any moneys other than those
committed or contributed to the corporation or previously
appropriated to the fund.

Sec. 9. CODE PLACEMENT. The Ccce editor shall ccedify new
section 15.26L through 15.266 as a new part Iin subchapter II

of chapter 15.
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EXPLANATION .

The bill requires the cdevartment of eccrcomic developrent to

establish a small business adviscery council which it has done
already. The bill preovides for the creation cf a statewide
network of private secter small business development
corporations anc allows the adwvisory c¢cuncil £o assist the
corporations in providing financing to small businesses by
guaranteelng icans made to the small business from the

separate fund set up in the treasurer of state's office.

LSB 2386SC 72
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SENATE FILE 2 AR S
BY (PROPOSED SMALL BUSINESS AND

ECONOMIC DEVELOPMENT BILL)

Passed Senate, Date Passed House, Date
Vote: Ayes Nays Vote: Ayes Nays
Approved

A BILL FOR

An Act relating to the creation of a statewide regional network
of small business economic development corporations to assist
in providing financing for small businesses in the state.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

- suB COMMITTEE ASSIGNMENTS

C 'AiR /( ’!uu%:f;f /ﬁvwwg_w /
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Section 1. Section 15.108, subsection 7, paragraph h,
unnumbered subparagraph 1, Code 1987, 1s amended to read as
follows:

in-addzrtrony-the-department-may-estabtésih Establish a small
business advisory council to:

Sec. 2. Section 15.108, subsection 7, paragraph h, Code
1987, is amended by adding the following new numbered
subparagraph:

NEW NUMBERED SUBPARAGRAPH. (7) Assist 1n the development,
promotion, implementation, and administration of a statewide

regional network of corporations designed to increase the
availability of financing for small businesses.

Sec. 3. NEW SECTION. 15.261 PURPOSE.

The purpose of this part 1s to facilitate the establishment

and expansion of small businesses in this state by
coordinating the formation of a statewide regional network of
private sector small business economic development
corporations, which will serve as guafantors of loans made by
commercial lending institutions to small business
entrepreneurs, and to stimulate economic growth for small
business economic development through the partnership of state
or federal small business development financing programs.

Sec. 4. NEW SECTION. 15.262 DEFINITIONS.

As used in this part, unless the context otherwise

requires:

1. "Small business" means an enterprise located in this
state, except an enterprise organized to practice a
profession, as defined in section 496C.2, which is operated
for profit and under a single management, and has fewer than
twenty employees or an‘averagé annual 'gross income of less
than three million dollars over the last three years.

2. "Corporation" or "development corporation" means a
private sector small business economic development corporation
organized under chapter 504A oOr organized for pecuniary profit
under chapter 496A and includes development corporations
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organized under chapter 4963.

3. "Region" means a private sector small business eccnomic
development region.

4., "Fund" means the private sector small business economic
development corporation fund established under section 15.263.
5. "Contributor" means a private entity which commits to
contribute money to a development corporation, organized under

chapter S504A, upon the call of the corporation.

6. "Investor" means a private entity which invests money
in a corporation organized for pecuniary profit under chapter
496A.

7. "Council” means the small business advisory council
established by the department.

Sec. 5. NEW SECTION. 15.263 ESTABLISHMENT OF FUND.

There 1is established in the office of the treasurer of

state a private sector small business economic development
corporation fund. The fund may include appropriations and
other moneys for the purpose of loan guarantees under this
part. All state moneys allocated to a corporation shall be
from moneys previously appropriated to the fund.

Sec. 6. NEW SECTION. 15.264 COUNCIL DUTIES AND
ORGANIZATION -- FUND.

The council shall:

1. Manage and administer through the cffice of the
treagsurer of state, state moneys appropriated to the fund.

2. Determine how the fund shall be allocated to the
corporations. The council shall not allocate state moneys to
a corpeoration in an amount that exceeds fifty percent of the
amount committed t¢ be contributed or invested in a
corpeoration's account on call for the purposes of guaranteeing
small business loans under this part,

3. Initially establish at least six but not more than nine
geographically balanced regions throughout the state which
regions shall, to the maximum extent, be contiguous or
pérallel the regional coordinating councils. However, the

-2-
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council may by two-thirds vote increase the number of reglcns
to not more than sSixteen.

4. Facilitate the establishment of at least one
corporation in each region of the state by contacting and
enlisting the participation of potential contributors,
investors, and economic development entities.

5. Actively cooperate with the corporation to seek
procurement of moneys available through federal funding
allocated for small business assistance programs.

6. Review, at regular and frequent interwvals, all loans
guaranteed by state moneys under this part in order to ensure
the compliance of all parties with this part.

7. Supervise the monitoring of corporations which review
the operations of businesses started or expanded through state
funding made available under this part.

8. Ensure that all loans guaranteed under this part are
disbursed and collected without discrimination and in
accordance with section 601A,10, subsection 2. Particular
attention shall be given to targeted small businesses.

9. Coordinate the adoption of uniform rules in accordance
with chapter 17A as necessary or desirable for the supervision
of this part as administered by the corporations. These rules
shall include the following:

a. Criteria for the making of loans which may be
guaranteed by development corporations,

b. Requirements for the articles of incorporation and
bylaws of the corporations,

¢. Maximum amounts of loans and guarantees.

d. Maximum time for repayment schedules.

e. Conflict of interest prohibitions,

f. The provision for adequate reserves for loan
guarantees.

g. The segregation of an accounting for moneys used for
loan guarantees to the extent the moneys include state
matching funds.
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10. Meet at least once a month and as often as necessary.

11. Refrain from allocating any funds until at least one-
third of the regions have established private sector small
business economic development corporations.

Sec. 7. NEW SECTION. 15.265 POWERS OF CORPORATIONS.

1. A corporation has all powers otherwise granted it by

law and by its article of incorporation and bylaws.

2. A corporation may develop a locan guarantee program,
subject to approval by the council, if:

a. State matching funds are requested to guarantee loans
made by private lending institutions to small businesses in
order to establish, maintain, or expand their operations.

b. The loan guarantee program conforms to rules adopted by
the council and, in the opinion of the council, promotes the
purposes of this part.

3. A corporation shall have the following duties and
responsibilities:

a. The management and administration of the fund.

b. The adoption of rules in accordance with chapter 17A as
necessary or desirable in conjunction with and under the
supervision of the council for the administration of this
part. The rules shall include:

(1) The making of loans eligible for guarantees by
development corporations.

(2) Reguirements for the articles of incorporation and
bylaws of the corporations.

(3) Maximum amounts of lcans and guarantees,

(4) Maximum time for repayment schedules.

(5) Conflict of interest prohibitions.

(6) The provision for adeguate reserves for loan
guarantees.

(7) The segregation of and accounting for moneys used for
loan guarantees to the extent the moneys include state
matching funds.

4., Monitoring the operations of businesses started or

-4~
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expanded through state funding made available under this part. .

S. The active cooperation with the council to seek
procurement of moneys available through federal funding
allocations for small business assistance programs.

6. Ensuring that all lcans guaranteed by a corporation
under this part are disbursed and collected without
discrimination and in accordance with section 601A.10,
subsection 2. Particular attention shall be given to targeted
small businesses.

7. Each corporation shall meet at least once a month and
as often as necessary.

8. Establishing joint ventures with area regional
coordinating councils when practical and whenever feasible.

Sec. 8, NEW SECTION. 15.266 TAX LIABILITY -- CREDIT.

Corporations organized in accordance with chapter 504A are

exempt from the tax imposed under section 422.33. For
purposes of avoiding federal tax liabillities, the articles of .
incorporation of the corporations created under this division
shall be written in accordance with sections 504B.2 and
504B.3. Corporations organized for pecuniary profit are
subject to taxes imposed under section 422,33,
Sec. 9. NEW SECTION. 1S5.267 OBLIGATIONS OF STATE --
LIMITATIONS.
Loan guarantees made by a development corporation for which

the state has contributed matching funds under this part shall
be supported only by the moneys committed or contributed to
the corporation or the fund. A loan guarantee agreement made
by a corporation, contributor, or investor is not an
obligation of the state or any of its subdivisions, except %o
the extent of moneys previously allocated to the corporation
from the fund. A corporation or the council shall not pledge
the credit or taxing power of the state and shall not make its
obligations payable ocut of any moneys octher than those
committed or contributed to the corporation or previously .
appropriated to the fund.
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Sec. 10. CODE PLACEMENT. The Cocde editor shall codify new
section 15.261 through 15.267 as a new part in subchapter II
of chapter 15.

EXPLANATION

The bill requires the department of economic development to
reestablish a small business advisory council. The bill
provides for the creation of a statewide regional network of
private sector small business economic develcpment
corporations. The bill encourages investment or contributions
from private or public sources to guarantee loans for small
businesses. The advisory council is empowered to supervise
and monitor the corporations securing financing for small
businesses. The advisory council may match a development
corporation fund up to fifty percent. A separate fund is
established in the office of the treasurer of state to serve
as the state portion of lcocan guarantees under the bill.

LSB 2386SC 72
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SENATE FILE 493
AN ACT

RELATING TO THE CREATION OF A STATEWIDE REGIONAL NETWORK OF
SHALL BUSINESS ECONOMIC DEVELOPMENT CORPORTIONS TO ASSIST
iN FROVIDING FIMANCING FOR SMALL BUSIMESSES I[N THE STATE.

[T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I[0WA:

Secticn 1. Section 15.108, subsection 7, Code 1987, is
amended by adding the Eoilowing new paragraph:

i. Assist in the developrent, promotion,
implementation., and administration of a statewide network of
regiLonal corpocations designed to increase the availability of
tinancing €oc small businesses,

Sec. 2. MEW SECTION. 15.261 PURPOSE.

The purpose of this part is to facilitate the establishecent
and expansion of small businesses in this state by
coordinating tne formation of & statewide regional network of
private sector small business economic development
corporations, which will serve a3 guarantors of loans made by
comrecrcial lending institutions to small pbusiness
entrepreneurs, and to stimulate economic qrowth for small
susiness economic deveiopmear through toe partnecship of state
oc federal small business developrent financing programs.

Sec. 3. MEW SECTION, :15.262 DEFINITIONS,

A5 used in this pacrt, unless the context cthecwise
requires:

L. "Small ousiness” means an entecpr:se located in this
Ftate, oxcept an eanterprise organized co practice a
profession, as defined ia section 496C.2, whico is operated
tor profit and under a single managerent, and tas fewer than
iwenty erployess or an average annual 9Qross 1nccme of less
tnan “hree million dollars cver the last *hree Years.

Senate File 493, p. 2

2. "Corroration” or “development corporation” means a
private sector small business econemic development corporation
organized under chapter SO4A o¢ organized fo- pacuniary preofit
under chapter 496A and includes development corporations
ocganized under chapter 4968.

3. "Region” means a private sector small susiness economic
developreat region.

4. "Fund" means the private sector small business economic
development corpocation fund established under section 15.263.
5. "Contribuktor" means a private entity which commits to
contribute money tc a development corzoration, organized under

cnapter 304h. upen the call of the cocporation.

&. "lavestor” means a private encity which iavests noney
ln a ccrporation organized for pecuniacry profit under chapter
A96h,

Sec. 4. NEW SECTION. 15.263 ESTABLISHMENT OF FUND.

There is established in the office of the treasurer of
state a private sector small business econonic development
corporation fund. The fund may include apptopriations and
other moneys for the purpose of loan guaraatees under this
part. All state moneys allocated to a corporation shall be
from moneys previously appropriated to the fund.

Interest accrued by the fund shall be credited to and
deposited in the £fund.

Sec. 5. MHEW SECTEON., 1$.264 BOARD DUTIZS auD
ORCANIZATION -- FURD.

The ocard shall:

. Manage and administer through the office of the
treasuyrer of state, state moneys appropriated to tre fund.

2. Detecmine how the fund shall be allccated to the
corporations.  The hoard shall not allacate state moneys to a
corporation in an amount thar exceeds fifty percent of the
amount committed to be contributed or invesred in a

corparation's acceunt on call for the purposes <f quaranteeing

small bus:ness loans under this parr,




fe-ate Tile 493, p. 3

1, istapl:sr regions that have the sameé aceda boundar.es
<nat ¢f the cegional ccordinating counciis estabiisced
pursuant 1o section 28.101, subsect.on 2.

4. Tacilitate the esrabiishrent cf at lecast one
corporaiion in each region of the 3tat2 by contdacting and
anlisting the participation of potential contributers,
Lavesters, ond economic developmenc entities.

5. ACtively {00perate <LiIh the corpdratb.on o seek
procure~ent of moneys ava:lable througn fedezal fund:ing
allecazed €or srall business assistance programs.

6. Aoviwew, at regular and frequent ictecvals, ail lcans
guaranteed by atate moneys under sars sart in order v oensure
the @ Lance of all partwes wikth khiz oacv,

7. Supervise £ae ~onitoseing of corporations which review
the aonerations of businesses started or expanded through srate
funding made available under this parct,

8. a. Znsure that all operations of the board and
corporat-ons azthorized under this part cemply with the
affiemaz:ve action requirercents of chapter 193.

b, +trsure tnat all loans guaranteed under Lhis part ace
disbutsed and collected without discrimination and in
aceordance wito section §01A.10, subsection 2.

¢. ZInsure rthat the lcans guaranteed upder this pact are

disburzed and urilized 1n accordance <ith wra targeted svall

susiness set-iside requirerents of sactions S).03 through
TP

. adont rales in accsrdance woth Chaprec JUVA 3s necessary
a: desacavle for the supervision ard he direction o€ the
corporat.ens for the unifaer Lmnpieneniation 2f bhag pass.
These .::es shall anclude the Faollow

a. Jrrter:d Tor tae aaking of lodti wnlen may be
juatantaeed by developrent corporation:.

.o Fegoitemants fnr the artaclies of o anccrocration o)
pplaws nl otk Ionoratiang.,

s vaximun gacynta of leans and g

Senate File 49, p. 4

d, Maa.mum ime for cepayaent schedules.

e, Tonflict of inter=8t otohibitions,

. Tne provision for adeguate reserves for loan
quarantees.

9. The segreqatica ¢l an accounting for moneys used for
lcan guarantees to the extent the moneys include state
matehicg funds.

0. Meet at least once 3 month and as oftenr as necessary.

LL, Refrain froo allocatiag any funds until at least one-
thicrd of the tegions have established private sector small
busiLness econemic develcpment cocporat.ons,

Sec. 6. HEW SECTION. 15.265 POWERS OF CORPORATIONS.

1. A <orporation has all pcwers otherwise graanted it by
law and by its articles of .ncorporat.on and bylaws.

2. A corporation may develop a4 loan guarantee program,
subject to approval by the board, if:

a. State matching funds are requested to guarantee lcans
made by private lending institutions to small businesses in
ocder to establish, maintain, or expand their cperations.

b. The loan guarantee program conforms to rules adopted by
the poard and, in the cpinion of the board, prorotes the
putgoses »E rhus part.

3. & corporation shall nave the following duties and
responsgibilities:

4. The ranagement andé adrinistration of moneys allccated
to i from the fund.

b. Monitoring the coperations of businesses starsted oc
evxpanded through state tundine made available unde: this part,

¢. ‘™he active cooperaticn with the hHoard to seek
ptocurenent of moneys available througn fedeval [unding
aliccations for small business assistance progeams.

d. Ensuring that all loans gquaranteed by a corporation
undec thes part are disbursed and cellected without
disceimipation aad in acecrgarce with section 60LA.10,
supsection 2. Fartaiculac artennion uhall be ¢lver to Racgetesd

s5maliy Oysinesses,
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@. Zach corporation shall meet at _east once a month and
23 often as necessacy.

€. ZSstablishing joint ventures with area regicnal
ceordinating ccuncils when practical avd whenever feasible,

9. Coordinate its activities with the smail business
cdeveloprent centers, institutions under the control ¢f the
bcazds of regents, private colleges and universities and other
oublic entities that are interested :n econcmic development,

Sec. . NEW SECTIOM. 15,266 TAX LIABILYITY -- CREIDIT.

Cotzorations organized in accordance with chapter 304A are
exempt frcm the tax imposed under secticn 422.13. <ot
mureoses of avoiding federal tax liabi.ities, the artizles of
incerocration of the corporations creazed urder this part
snall be written in accordance with sections 304B.2 and
5048.3. Corporations organized for pecuniary profit ace
subject to taxes impgosed undec section 422.1).

Sec. B. NEW SECTIQN. 15.267 OBLICATIONS OF STATE --
LIMITATIONS.

Loan quarantees rade by a development corporation €or which
the state has contributed matching funds under this part shall
be supported only by the moneys committed or contributed to
the corporation or the fund., A loan guarantee agreement made
by a4 corporation, contribukor, ¢r investor .S not an
cbligaticn of the state or any of its subdivisions, vXCept to
the extant of roneys previously allocated t¢ the corpuracion
feon the fund. A corporation or tae poard shall not oledge
tne credit or taxing power of the state and shall not rake its
oouigations pavable out of any meneys other than those
cormittad or contributed to the corporation or previcusly
azptopriated to the fund,

Sec. §. KEW SECTION. 15,268 MO PISTRICTION,

Nothing in this part shall be conszcued $5 as to restrice
any corporation feem fulfiiling the purpese ~f kthis pare i€
tnat corperation has not received state emoneys undec this
Tarct,

Senate File 493, o. 6

Sec. 10. CQDE PLACEMENT. 7The Code eci*or shall codify new
sections 15,26k through 15.268 as a new part in subchapter I
of chapter 13.

JO ANN Z2IMMERMAN
President 0f the Senate

DONALD D. AVENSON
Speaker of the House

I nereby cectity that this bill originated in tne Senate and
ls krown as Senate File 491, Seventy-second General assembly.

JOHN . DWYER
Secretary of the Senate
Approved . o . 1987

TERRY IZ. BRANSTAD
Cevernar




