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A BiLL FOR

1 An Act establishing a new agricultural products and processes
2 program and creating a state fund to support the program.

3 BE IT ENACTED BY THE GENERAL ASSEMBLY GF THE STATE OF IOWA:
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Saciien 1.
Tois ACU i azed separate subchapter of chapter 28.
Sac, 2 NEW C L 121 NEW AGRICULTURAL PRODUCTS

17 shall estaplish a new agricultural
cesses program. The program shaii facilitate
ition of capital to persons engaged in developing
ail products or processes.
2. ™Tais program anall provide for the ilasuring o
£ eignty percent of the amount of a io
cess of one hundrec tnousand dollars, made tc a pe
crovide meoneys for purposes of developing new agricu
products anc processes in this state, 7The department shall
INsSuUre or guarancee only one such loan for each person. The
department shail insure or guarantee a loan for only three
years but with the option to extend the insurance or guarantee
once for three years. The department shall not insure or
guarantee & loan where the ratio of the person's liabilities,
exclucing tne amount of the ioan, to assets is greater than
three to one. Provisicn shali be made in the insuring or

guaranteeing of a jcan that only those funds set aside for

-

r

this program as provided in this subsecticn shall be used for
the payment of ail or & portion c¢f the roan insured or

uarancteed. Provision shall also be made that the department

t(l

shall pay uncer its insurance or guarantee eighcty percent of
the actual amount of the default. A lender which seeks to

have a lcan of the lender insured or guaranteed under this

“

hall apply to the department for the insurance or

E
guaraniee pursuant o ru.es estaplished by the deparimentg for
9]

tais purdese. 7The Llender must be a pank or savings and .oan
2%S0Clation auihorizec Lo make such lcans by this state or oy
the Laws of tfnhe Inlted States, waich i1s & member ¢f the
federal deposit insurance corporation or the federal savings
and ican insuranCe corpocacion. Tnis program shall noc
cpligate trne state, authoriiy, or other agency except to the
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extent provided in tnis subsection. The department shall

cefine by rule what conscitutes a loan. The definition shall
not include the refinancing of an existing loan.

3. A person is eligible to be a borrower of moneys
guaranteed or insured under this section, if all of the
following requirements are satisfied:

2. The person is a resident of this state. If the person
i3 a partnership, all partners must be residents of this
state. 1IfE the person is a trust, all peneficiaries mus:t be
residents of this state.

b. Moneys from a loan guaranteed or insured under this
section must be used for developing new agricultural products
or processes. The development must show potential for
profitable market growth. ©Loan moneys must pe expended within
the state.

c. The person must demonstrate managerial: and technical
expertise in the development of the new procduct or process.

d. The person must have facilities and personnel necessary
to develop the product or process.

4. The department shall adopt rules necessary %o
administer this section.

Sec. 3. NEW SECTION. 28,112 NEW AGRICULTURAL PRODUCTS
AND PROCESSES GUARANTEE FUND.

1. The department shall establish a new agricultural

products and processes guarantee fund composed of any money
appropriated by the general assembly for that purpose, any
other moneys available to and obtained or accepted by the
department from the federal government ¢r private sources for
placement in the fund, and any earned interest. Except as
otnerwise provided by subsection 2, the assects of the fund

a1l be used only tc guarantee or insure Icans made by

th
-

ienders under section 28.1:il.
2. The department may use moreys in the fund to do any of
the folilliowing:

a. Contract, sue and de sueé, and adopt admialistrative

-7
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ruies necessary tc carry out the provisions of this section,

but the committee shali not in any manner directly or
indirectliy pledge the credit of the state of Ilowa.

o, Authorize payment from the fund, from any income
received by investments of moneys in the fund for costs,

cormmissions, attorney fees, and otiner reasonable expenses

3

r

]

|4
[s1)

ted to and necessary for insuring or guaranteeing icans

o

£
4y

r gection 28,111, and for the recovery of loan moneys

£

insured ©or guaranteed or the management of property acguired
in connecticn wiih sueh loans.
3. Section 8.33 shali not apply to moneys in the fund.
EXPLANATION
This bill creates a new agricultural products and processes

grogram t¢o be adminlstered by the department of economic
development. The program guarantees or insures 80 percentc of
2 loan tc develop rew agricultural products or prccesses. The

amount insured Or guaranteed cannot exceed $100,000 and for
not more than 3 vears, unless extended. Requirements are
piaced on a perscn qualifying as a lender, The person mugt be
a resident of the state, loan moneys must be used to support
nrojects demonstrating profitable market growth, the person
must demonstrate managerial and technical expertise, and there
must be available facilities and personnel to develop the
product or process. A fund is created to support the program.
The bill provides for the expenditure of moneys ia the fund.
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SENATE FILE 2385

FISCAL NOTE

A fiscal
17.

note for Senate File 2385 is hereby submitted pursuant to Joint Rule
Data used in developing this fiscal note is available from the Legistative

Fiscal Buresau to members of the Legislature upon request.

Senate File 2385 creates an
provide guarantees
products or processes. The amount

$100,000 and for not more than 3 years.
managerial and technical expertise,
loans and
market growth,

ASSUMPTIONS:

agricultural products and processes program Lo
or insure 80 percent of a loan to develop new agricultural
guaranteed or

Individual borrowers with demonstrable
and
the money must be used to support projects demonstrating profitable
The Bill creates a fund to support the Program.

insured may not exceed

with Iowa residency, may apply for

1. A minimum of $500,000 needed to administer and to provide loan guarantees.

2. One FTE position at Administrative Assistant IV level,

3. No significant increases in expenditures in the second year.
Q 4., Average guarantee of $75,000.

5. 8 to 10 loans to be guaranteed each fiscal year.

FISCAL IMPACT:

Revenue Needed to Create Fund: FY 1991
General Fund $500,000

Expenditure: FY 1991
Salary $30,000
Support 15,000
Total $45,000

Source: Department of Economic Development

(LSB 8048SVv, KNM)

‘ EILED FEBRUARY 27, 1990

FY 1992
$500,000
FY 1992

$30,000
15,000

$45,000

BY DENNIS PROUTY, FISCAL DIRECTOR
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v oe WLLE DRELY MARCE 21, ly9¢ Page 50

SENATE FILE 2385
Amend Senate File 2385, as passed by the Senate, as

1. By striking everything after the enacting
clause, and inserting the following:

"Section 1. CODIFICATION.

Sections 2 and 3 of this Act are created as a
separate division of chapter 28.

Sec. 2. NEW SECTION. 28.111 VALUE-ADDED
AGRICULTURAL PRODUCTS AND PROCESSES FINANCIAL
ASSISTANCE PROGRAM.

1. Contingent con the avallabliity of funding for
this program, the department may establish a value-
added agricultural products and processes financial
assistance program, The purpose ¢f£ the program (s tco
foster the development of new innovative products,
practices, and processes related to agriculture
through specialized financial gr technical assistance
to facilitate the acquisition of capital. Firancial
assistance may be in the form of a loan, lecan
guarantee, grant, or & combination of financial
assistance.

2. A person is eligible to apply £
urnder this section, 1f the perscn sat!
foliowing requirements:

a. The person is a resident of t
person's principal place of business
this state.

b. The person applies tc the department of
econcomic development in a manner arnd according to
procedures required by the department,

¢. The person submits a business plan which
demonstrates managerial and technical expertise.

d. The person operates for profit or not-for-
ofit and under a single maragement, and either
ploys fewer than twenty empiloyees or nhas an annua:l
ross income of less than three wmillicn dollars
computed as the average of the three preceding fiscal
years.

J. The department of economic development may
grant financlal or technical assistance tc a person
eligible to receive assistance under this section,
upeon review of the person's application by the
agricultural products adviscry council as established
in section 15.203. The council shall make
recommendations Lo approve or dlsapprove an
application to the department. The departxent s
consider the recommendations in granting or gdenven
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assistance. The deperctment shall not approve an
applilcation for assistance und2r “his sec-ion o
reflnance an existing loan, or to finance traditiona

N
-] -




o H
O
[
U
L
M
1
"y
4]
e
tes
)
E]
=
bl
J
3
o
[3%]
[
~
$o]
o)
J
W

5¢

5
agricultural cperazicns. An applicacion is eligibie
for cornsideration Lf the applica: ‘on seeks assistance
for any of the tollowing purposes:

a. The development of value- udded agricuitural
processes not commenly avallablie in this state which
are to be carried out by the person In this state.

b. The development of an innovative cr diversified
agricultural product not commonly produced in this
state which is to be carried out by the perscn in this
state.

¢. The development of an inncvative preccessing,
packaging, marketing, or management practice not
commonly availlable in this state which is to be
carried out by the person ir this state.

4. Assistance by the departmen: granted to an
eligible person shall be subject to the fcilcwing
restrictions:

a. The person shall not receive financial
assistance totaling more than eighty thousand dollars
under this program.

b. Interest on a locan shall not exceed The current
fair market interes: rate. A lcan shall not exceed
fifty thousand dollars.

¢. A loan guarantee shall not exceed eighty
thousand dotlars. A loan guarantee shall guarantee
not more than eighty percent of a conventionaliiy
obtained loan.

d. A grant shall not exceed twenty-five thousand
dollars. A grant shall be made only to provide
leverage for a conventlonally cbtained loan. The
cowventlorally obtained loan must be for an amount
significantly larger than the amcunt of the grant

5. Notwithstanding restrictions contained in
subsection 4, the department may use up to five
thousand dollars to contract for technical assistance
in order to aid a person having a pending or approved
application under this section.

Sec. 3. NEW SECTION. 28.112 VALUE-ADDLD
AGRICULTURAL PRODUCTS AND PROCESSES FINANCIAL
ASSISTANCE FUND.

1. The department may establish a value-added
agricultural products and processes financial
assistance fund. The fund shall be a revolving fund
composed of any money appropriated by the general
assembly for that purpos2, any other moqeys ava1lab e
to and obtained o aCCepEEd by the department Zrom the
feceral government or private sources for anC? ent 1n
the fund, and any earned interest. 3Ixcept a
otherwisa provided 1a subsection 2, the auza
fund 3nhali be used by the department only fo
-2

o7 the
carrying
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out the purposes of section 28.111,.

2. The department may use moneys in the fund to do
any of the following:

a. Contract, sue and be sued, and adopt
administrative rules necessary to carry out the
provisions of this section and section 28.111, but the
department shall not in any manner directly or
indirectly pledge the credit of the state.

b. Authorize payment from the fund, from any
income received by investments of moneys in the fund
for costs, commissions, attorney fees, and other
reasonable expenses related to and necessary for
insuring or guaranteeing loans under section 28.111,
and for the recovery of loan moneys insured or
guaranteed or the maragement of property acquired in
connection with such loans.

C. Section 8.33 shall not apply to moneys in the
fund."

JESSE of Jasper MURPHY of Dubugue
SWARTZ OF Marshall BENNETT of Ida
BRANSTAD of Winnebago 5vG3004 of Tama
BEAMAN of Clarke

H~5780 FILED MARCH 20, 1990
Gl Zdl 3 )0 (F 12720
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HOUSE AMENDMENT TO
SENATE FILE 2385

Amend Senate File 2385, as passed by the Senate, as
follows:

1. By striking everything after the enacting
clause, and inserting the following:

"Section 1. CODIFICATION,

Sections 2 and 3 of this Act are created as a
separate division of chapter 28.

Sec. 2. NEW SECTION. 28.111 VALUE-ADDED
AGRICULTURAL PRODUCTS AND PROCESSES FINANCIAL
ASSISTANCE PROGRAM.

1. Contingent on the availability of funding for
this program, the department may establish a value-
added agricultural products and processes financial
assistance program. The purpose of the program 1s Lo
foster the development of new innovative products,
practices, and processes related to agriculture
through specialized £financial or technical assistance
to facilitate the acquisition of capital. Financial
assistance may be in the fcorm of a loan, loan
guarantee, grant, or a combination of financial
assistance.

2. A person is eligible to apply for assistance
under this section, if the person satisfies the
following reguirements:

a. The person is a resident of this state, cor
person's principal place of business is located in
this state.

b. The person applies to the department of
econonmic development in a manner and according to
procedures required by the department.

c. The person submits a business plan which
demonstrates managerial and technical expertise.

d. The person operates for profit cor not-for-
profit and under a single management, and either
employs fewer than twenty employees or has an annual
gross income of less than three milllon dollars
computed as the average of the three preceding fiscal
years.

3. The department of economic cevelopment may
grant financial or technical assistance to a person
eligible to receive assistance under this section,
upen review of the person's application by the
agriculcural preducts advisory councii as establiished
in secticon 15.203. The council shal: make
reconmendatcions to approve or disapprove an
application to the department. Tne depavtment 30z .-
consider the reccmmendations in granting ¢r deny.Lng
assistance. The department shall not aposrcve an
application for assistance under this Ss_ tion to
refinance an existinyg ican, or o fins~ce traditional

1

e

the
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1 agricultural operations. Ap applilicaticn is eilgibl
2 for consideration if the application seaxs assisrance
3 for any of the following purposes:
4 a. The development of value-added agricultural
5 processes not commenly availabie in this state which
6 are to be carried out by the perscn in thls state,
7 b. The development of an innovative or diversified
8 agricultural prcduct not commonly produced in this
9 state which is to be carried out by the perscn in this
10 state.

¢. The development of an inrovative processing,
12 packagling, marketing, or management practice not

13 commonly available in this state which 1s tO be

14 carried out by the person in this stacte.

15 4. Assistance by the department granted to an
16 eligible person shall be subject to the fclliowing
17 restrictions:

18 a. The person shall not receive financial

19 assistance tctaling more than eighty thousand doi
20 under this program.

21 b. Interest on a ioan shall not exceed the curs
22 falr market interest rate. A loan shail not exceed
23 fifty thousand doliars.

24 c. A loan guarantee shall not exceed eighty

25 thousand dollars. A locan guarantee shall guarantee

26 not more than eighty percent of a conventioconally

27 obtained loan,

28 d. A grant shall not exceed twenty—-five thousand
29 dollars. A grant shall be made only to provige

30 leverage f£or a conventionally obtained loarn. The

31 conventionally obtained loan must be £or an amount

32 significantly larger than the amount of the grant.

33 5. Notwithstanding restrictions contained in

34 subsection 4, the department may use up to five

35 thousand dollars to c¢ontract for technlcal assistance
36 in order to aid a person having a pending or approved
37 application under :this section.

38 Sec. 3. NEW SECTION. 28.112 VALUE-ADDED

39 AGRICULTURAL PRODUCTS AND PROCESSES FINANCIAL

40 ASSISTANCE FUND.

41 1. The department may establish a value-added

42 agricultural products and processes filnancial

43 assistance fund. The fund shall be a rewvolving fund
44 composed of any itoney approporiated by the general

45 assembly for that purpose, any other moneys avallable
46 to and obtainec or accepted by the departmen: from the
47 federal jovernment cor private sources for placemen:t in
48 the fund, and any earned interest. Except as
49 otherwise provided in subsection 2, the assets of the
50 fund shall be used by the department oniv tor

-2-
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1 opt the purposes of section 28.111.

2 2. The department may use moneys in the fund to do
3 any of the following:

4 a. Contract, sue and be sued, and adopt

5 administrative rules necessary to carry out the

6 provisions of this sectlon and section 28.11l1, but the
7 department shall not in any manner directly or

8 indirectly pledge the credit of the state.

g b. Authorize payment from the fund, from any

10 income received by investments of moneys in the fund
11 for costs, commissions, attorney fees, and other
12 reasonable expenses related to and necessary for
13 insuring or guaranteeing loans under section 28.111,
14 and for the recovery of loan moneys insured or
15 guaranteed or the management of property acquired in
16 connection with such loans.
17 c. Section 8.33 shall not apply to mcreys in the
18 fund."

RECEIVED FRQOM THE HOUSE

5-5673 FILED MARCH 23, 1990
Jqubaxk. &mn¢4o¢¢44¥“§ﬁb éﬂl/ﬁav
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BY (PROPOSED COMMITTEE ON SMALL
BUSINESS AND ECONOMIC
DEVELOPMENT BILL BY CHAIR-
PERSON BOSWELL)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes
Approved

A BILL FOR i

1 An Act establishing a new agricultural products and processes
program and creating a state fund to support the program,
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

2
3
4
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Section 1. .

This Act is created as a separate subchapter of chapter 28,

Sec. 2. NEW SECTION. 28.111 NEW AGRICULTURAL PRODUCTS
AND PROCESSES PROGRAM.

1. The department shall establish a new agricultural
products and processes program. The program shall facilitate
the acquisition of capital to persons engaged in developing
new agricultural products or processes,

2. This program shall provide for the insuring or

guaranteeing of eighty percent of the amount of a loan, not in
excess of one hundred thousand dollars, made to a person to
provide moneys for purposes of developing new agricultural
products and processes in this state. The department shall
insure or guarantee only one such loan for each person, The
department shall insure or guarantee a loan for only three
years but with the option to extend the insurance or guarantee
once for three years, The department shall not insure or
guarantee a loan where the ratio of the person's liabilities, .
excluding the amount of the loan, to assets is greater than
three to one. Provision shall be made in the insuring or
guaranteeing of a loan that only those funds set aside for
this program as provided in this subsection shall be used for
the payment of all or a portion of the loan insured or
guaranteed. Provision shall alsoc be made that the department
shall pay under its insurance or guarantee eighty percent of
the actual amount of the default. A lender which seeks to
have a loan of the lender insured or guaranteed under this
program shall apply to the department for the insurance or
guarantee pursuant to rules established by the department for
this purpose. The lender must be a bank or savings and loan
association authorized to make such loans by this state or by
the laws of the United States, which is a member of the
federal deposit insurance corporation or the federal savings
and loan insurance corporation., This program shall not .
obligate the state, authority, or other agency except to the

-1-
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extent provided in this subsection. The department shall
define by rule what constitutes a loan. The definition shall
not include the refinancing of an existing loan.

3. A person is eligible to be a borrower of moneys
guaranteed or insured under this section, if all of the
following requirements are satisfied:

a. The person is a resident of this state. If the person
is a partnership, all partners must be residents of this
state. If the person is a trust, all beneficiaries must be
residents of this state.

b. Moneys from a loan guaranteed or insured under this
section must be used for developing new agricultural products
or processes. The development must show potential for
profitable market growth. Loan moneys must be expended within
the state.

¢. The person must demonstrate managerial and technical
expertise in the development of the new product or process.

d. The person must have facilities and personnel necessary
to develop the product or process.

4. The department shall adopt rules necessary to
administer this section.

Sec. 3. NEW SECTION. 28.112 NKEW AGRICULTURAL PRODUCTS
AND PROCESSES GUARANTEE FUND.

1. The department shall establish a new agricultural

products and processes guarantee fund composed of any money
appropriated by the general assembly for that purpose, any

other moneys available to and obtained or accepted by the

department from the federal government or private sources for
placement in the fund, and any earned interest. Except as
otherwise provided by subsection 2, the assets of the fund
shall be used only to guarantee or insure loans made by
lenders under section 28.1l11l.

2. The department may use moneys in the fund to do any of
the following:

a. Contract, sue and be sued, and adopt administrative

-2-
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rules necessary to carry out the provisions of this section,
but the committee shall not in any manner directly or
indirectly pledge the credit of the state of Iowa.

b. Authorize payment from the fund, from any income
received by investments of moneys in the fund for costs,
commissions, attorney fees, and other reasonable expenses
related to and'necessary for insuring or guaranteeing loans
under section 28.111, and for the recovery of loan moneys
insured or guaranteed or the management of property acgquired
in connection with such loans.

3. Secticon 8,33 shall not apply to moneys in the fund.

EXPLANATION ,

This bill creates a new agricultural products and processes
program to be administered by the department of economic
development. The program guarantees or insures 80 percent of
a loan to develop new agricultural products or processes. The
amount insured or guaranteed cannot exceed $100,000 and for
not more than 3 years, unless extended. Requirements are
placed on a perscn qualifying as a lender. The person must be
a resident of the state, loan moneys must be used to support
projects demonstrating profitable market growth, the person
must demonstrate managerial and technical expertise, and there
must be available facilities and personnel to develop the
product or process., A fund is created to support the program.
The bill provides for the expenditure of moneys in the fund.

LSB 8048SC 73
-3- da/cf/24




SEHMATE FILE 238%

AN ACT
ESTABLISHING A NEW AGRICULTURAL PRODUCTS AND PROCESSES
PROGRAN AND CREATING A STATE FUND TO SUPPORT THE
PROGRAN,

BE IT ENACTED BY THE GEMNERAL ASSEMBLY OF THE STATE OF [OWA:

Section 1. CODIFICATION.

Sections 2 and 3 of this Act are created as a separate
division of chapter 28.

Sec. 2. NEW SECTION, 28.l111 VALUE-ADDED AGRICULTURAL
PRODUCTS AND PROCESSES FINANCIAL ASSISTANCE PROGRAM,

1. Contingent on the availability of funding for this
program, the depactment may establish a value-added
agricultural products and processes financial assistance
program, The purpose of the program ls to foster the
development of new innovative products, practices, and
processes related to agriculture through specialized Einancial
or technical assistance to facilitate the acquisition of
capltal. Financial assistance may be in the form of a loan,
loan guarantee, grant, or a combination of financial
agstatance,

2, A person is eligible to apply for assistance under this
section, if the person satisfies the following requirements:

a. The person is a resident of this state, or the person's
princlipal place of business is located in this state.

b. The person applies to the department of economic
development in a manner and according to procedures requited
by the department.

Senate Pile 2385, p. 2

c. The pecrson submits a business plan which demonstrates
managecial and technical expertise.

d. The person opecrates for profit or not-for-profit and
under a single management, and either employs fewer than
twenty employees or has an annual gross income of less than
theee million dollars computed as the average of the three
preceding €iscal years.

J. The departnent of economic development may grant
Einancial or technical assistance Lo a person eligible to
receive assistance under this section, upon review of the
person's appllcation by the agricultural products advisory
council as established in section 15.203, The council shall
make recommendations to approve or disapprove an application
to the department. The department ahall consider the
recommendations in granting oc¢ denying assistance. The
department shall not approve an application for assistance
under thia section to refinance an existing loan, or to
finance traditional agricultural operationsa. An application
i eligible for consideration if the application seeks
asgsistance €or any of the following purposes:

a. The development of value-added agricultural processes
not commonly available in this state which are to be carried
out by the person in this state.

b. The developnent of an innovative or diversified
agricultural preduct not commonly produced in this state which
is to be carried out by the person in this state.

¢, The development of an innovatlve processing, packaging,
marketing, or management practice not commonly avallable in
this state which is to be carcried out by the person in this
state,

4. Asslatance by the depactment granted to an eligible
person shall be subject to the following restrictions:

4. The person shall not receive financial assistance
totaling more than eighty thowsand dollars under this progeam.

G8ET 4S8
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b. Interest on a loan shall not exceed the cucrent fair
market interest rate. A loan shall not exceed Eifty thousand
dollars.

c. A loan guarantee shall not exceed eighty thousand
dollars. A loan guacrantee shall guarantee not more than
eighty percent of a conventionally obtained locan.

d. A grant shall not exceed twenty-five thousand doltars.
A grant shall be made only to provide leverage for a
conventionally obtained loan. The conventionally obtained
loan muat be for am amount significantly larger than the
amount of the grant.

S. Hotwithstanding restricktions contained in subsection 4,
the department may use up to five thousand dollars to contract
for technical assistance in order to aid a person having a
pending or approved application under this section,

Sec. 3. NEW SECTION, 28.112 VALUE-ADDED AGRICULTURAL
PRODUCTS AND PROCESSES FINANCIAL ASSISTANCE FUND,

1. The department may establish a value-added agricultural
ptoducts and processes financial assistance fund. The fund
gshall be a revolving fund composed of any money appropriated
by the general assembly for that pucrpose, any other moneys
available to and obtained or accepted by the depactment from
the federal government or private sources for placement in the
fund, and any earned interest. Except as otherwise provided
ln subsectlon 2, the assets of the €und shall be used by the
department only Eor carryling out the purposes of section
28.111.

2. The depacrtment may use moneys in the fund to do any of
the following:

a. Contract, sue and be gued, and adopt administrative
rules necessary to carcy out the provisions of this section
and section 28.111, but the department shall not in any manner
dicectly or ladirectly pledge the credit of the state.

b. Authorize payment from the fuand, from any income
received by investments of moneys in the fund for costs,
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commisalong, attorney feea, and other reasonable expenses

related to and necessary for insucing or guaranteeing loansg

under sectlon 28,111, and for

the recovery of lcan moneys

insured or guaranteed or the management of property acquiced
in connectlon with such loans,

c. Section B,33 shall not

I heceby certify that thig
18 Xnown as Senate File 2389,
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