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A BILL FOR

1 An Act relating to the Iowa small business loan program.
2 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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__ H.F. Lflof

Section 1. Section 220.1, Code 1981, is amended by adding

the following new subsections:

-

NEW SUBSZCTION. ‘"Cost" as applied to Iowa small business

loan program projects means the cost of acquilsition and
construction, including the cost ¢f acgquisition of all land,
rights-of-way, property richts, easements, franchise rights,
and 1nterests recuired for acqulsition and construction.
It also means the cost of demolishing or removing structures
on acqguired land, the cost of access rcads to private property,
including the cost of land or easements, and the cost of all
machinery, furnishings, and equipment, financing charges,
and interest prior itc and during construction and for no moxre
than eighteen months after completion of construction. Cost
also means the cost of englneering, legal expenses, plans,
specifications, surveys, estimates of cost and revenues, as
well as other expenses incidental to determining the
feasibility or practicability of acquiring or constructing
a project. It also means other expenses incidental to the
acqguisition ox construction of the project, the financing
of the acquisition or construction, including the amount
authorized in the resolution of the authority providing for
the issuance ¢f bonds, to be paid into any special funds from
the proceeds cf the bonds, and the financing of the placing
of a project in operation.

NEW SUBSECTION. '"Project" means real or personal property

connected with a facility to be acguired, constructed,

improved, or eguipped, with the aid of the Yowa small business
loan program as provided in this Act.
NEW SUBSECTION. "Iowa small business loan program" or

"loan program" means the program for lending moneys to small

business established under this Act.
NEW SUBSECTION. “Small business" means a business entity

organized for profit, including but not limited to an
individual, partnership, corporation, joint venture,

assocliation or cooperative, t¢ which the following apply:
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a. It 1s not an affiliate or subsidiary of a business
dominant in 1ts field of operation.

b. It has either twenty or fewer full-time eguivalent
positions or not more than the eqguivalent of one million
dollars in annual gross revenues in the preceding fiscal year.

c. 1t does not involve the operation of a farm and does
not involve the practice of a profession.

For purposes of this definition “dominant in 1ts field
of coperation" means having more than twenty full-time
equlvalent positions and more than one million dollars in
annual gross revenues, and "affiliate or subsidiary of a
business dominant in its field of operation" means a business
which 1s at least twenty percent owned by a business dominant
in 1ts field of operation, or by partners, officers, directors,
majority stockholders, or their eguivalent, of a business
dominant 1n that field of operation.

Sec. 2. Section 220.1, subsection 14, Code 1981, is amended
to read as follows:

14. "Mortgage lender" means any bank, trust company,
mortgage company, national banking association, savings and
loan association, life insurance company, any governmental
agency, or any other financial institution authorized to make
mortgage loans in this state and includes a financial
institution as defined in secticn 496B.2, subsection 2, which
lends moneys for industrial or business purovoses.

Sec. 3. Section 220.26, subsection 1, Code 1981, 1is amended

to read as follows:

1. The authority may lssue its negotiable bonds and notes
in principal amounts as, in the opinion of the authority,
are necessary to provide sufficient funds for achievement
of its corporate purposes, the payment of interest on 1ts
bonds and notes, the establishment of reserves to secure its
bonds and notes, and all other expenditures of the authority
incident to and necessary or convenient to carry cut its
purposes and powers. However, the authority may not have

.
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a total principal amount of bonds and notes outstanding at
any time in excess of five hundred million dollars plus fifty
million dollars for property improvement lcocans to finance
solar and other renewable energy systems in housing as
authorized by section 220.37. Fifty million dollars of the
total principal amount of bonds and notes may be issued
pursuant to the small business loan program established under
section 5 of this Act. The bonds and notes shall be deemed
to be investment securities and negotiable instruments within

the meaning of and for all purposes of the uniform commercial

code.

Sec. 4. Section 5 of this Act is enacted as a new divi-
sion of chapter 220.

Sec. 5. <Chapter 220, Code 1981, is amended by adding the
following new sections:

NEW SECTION. LEGISLATIVE FINDINGS--~-PURPOSES--PUBLIC POLICY.

1. The general assembly finds and declares as follows:

a. A viable small business community is essential to the

continuing welfare of Iowans who depend on small business
for employment.

b. Iowa small business must continue to expand and develop
1f they are to remain competitive in state and local markets.

¢. Small business expansion and development is dependent
upon the availability of financing for expansion and develop-
ment at interest rates which small businesses may reasonably
pay.

d. Private financing for small businesses at low interest
rates 1s unavallable to assist small business expansion and
development. The Iowa small business loan program is neces-
sary to encourage the investment of private capital in small
business expansion and development through the use of public
financing as provided in this Act.

2. The purposes of the small business loan program are:

a. To promote the business prosperity and economic welfare

of Iowa and lowans.
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b. To assist, through loans, i1nvestments, and other trans-
actions, the location of new small business and industry in
the state.

c. To assist through loans, investments, and other
transactions, existing small business and industry in the
state,

d. To provide employment opportunities and thereby improve
the standard of living of iowans.

e. To promote industrial, commercial, and recreatiocnal
development in this state.

3. All of the purposes stated in this section are public
purposes and uses for which public moneys provided by the
sale of revenue bonds may be used.

4. It is the public policy of the state through the es-
tablishment of the small business loan program to promote
the economic welfare of Iowans and to improve employment
opportunities for Iowans. To advance that public policy,
the authority may make loans to borrowers for the acquisition
or construction of projects and may lssue obligations of this
state payable solely from bond proceeds, to pay the cost of
the projects.

NEW SECTION. SMALL BUSINESS LCAN PROGREAM.

1. The authority shall initiate a program to assist the

development and expansion of small business in Iowa. The

authority may 1ssue bonds and notes the proceeds of which
shall be used to make program loans. The bonds and notes
are a portion of the total principal amount of bonds and notes
of the authority which may be outstanding at any time pursuant
to section 220.26, subsection 1. The principal amount of
bonds and notes issued pursuant to the lcan program shall
not exceed fifty million dollars. Bonds and notes 1ssued
under this section are subject to all provisions of this
chapter relating to the issuance of bonds.

2. The authority may contract with the Iowa business

development credit corporation or any othex corporation ox-
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1 ganized under chapter 496B for the provision by the corpora-
tion of lending and other administrative services relative
t.o the loan program to the authority.
NEW SECTION. SMALL BUSINESS LOAN PROGRAM-~SPECIFIC POWERS.

In assisting lowa small businesses through the loan program,

the authority may do any of the following:

1. Make loans, secured and unsecured, for the acguisition
or construction of projects on terms the authority determines.
The authority may take any action which 1s reasonable and
lawful to protect its security and to avoid losses from 1its
loans. Before making a loan, the authority shall find that
the proposed project shall result in one or more of the
fellowing:

a. The creation of jobs in Iowa.

b. Increased revenues for the borrower from a more modern
or expanded facility.

c. Providing a service facility needed in the community
where the project will be located.

2. Acquire, hold, and mortgage personal property and real
estate and interests in real estate to be used as a project.

3. Purchase, construct, improve, furnish, equilp, lease,
option, sell, exchange, or otherwise dispose of projects under

the terms the authority determines. However, in the lease,

sale, or loan agreement relating to a project, the authority

shall provide for adequate maintenance of the project.

4. Grant a mortgage, lien, pledge, assignment, ox other
encumbrance on a project, revenues, or rxeserve or other funds
established in connection with obligations, or with respect
to a lease, sale, or loan relating to a project, or a guaranty
or 1nsurance agreement relating to a project, or an interest,
secured or unsecured, of the authority in a project or part
of a project.

5. Provide that the interest on obligations may vary in
accordance with a base or formula authorized by the authority.

- 6. Contract for the acquisition or construction of a

@
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prolect or part of a project and for the leasing, subleasing,
sale, or other disposition of a project 1n a manner determined
by the authority.

7. Cooperate with the Iowa development commission and
use 1ts facilities to assist and encourage organizations in
Iowa communities in the promotion and development of small
business prosperity in those communities.

NEW SECTION. SMALL BUSINESS LOAN CRITERIA. In determining

whether a small business 1s eligible for a loan from the small

D ~J O v ok W N e

business loan program, the authority shall consider the fol-
lowing criteria:

1. The applicant shall be of gocd character as determined
by rule which shall be adopted by the authority.

2. The applicant shall show evidence that the applicant
is able to operate the business successfully.

3. The applicant shall have encugh capital in the business
so that with assistance from the locan program, the applicant
will be able to operate the business on a financially sound
basis.

4. The loan shall be so secured or of such sound value
as to reasonably assure repayment.

5. The business' past earnings record and future prospects
shall indicate an abilitv to repay the loan out of income
from the business.

6. whether the granting of the loan will increase employ-
ment or have other favorable effects upon the economic life
of the community where the business is located.

NEW SECTION. LOAN AGREEMENT WITH SPONSORS.

1. The authority may enter into a loan agreement with

a project sponsor to finance in whole or in part the
acquisition of a project by construction or purchase. The
repayment obligation of the project sponsor may be unsecuved,
secured by a mortgage or security agreement, or secured by
other security as the authority deems advisable, and may be

evidenced by one or more notes of the project sponsor. The

-5=
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loan agreement may contain terms and conditions the authority

deems advisable.
2. The authority may 1ssue its bonds and notes for the

purposes set forth in subsection 1 and may enter into a lending
agreement or purchase agreement with one or more bondholders

or noteholders containing the terms and conditions of the
repayment of and the security for the bonds or notes. The
authority and the bondholders or noteholders may enter into

an agreement to provide for any of the fellowing:

a. That the proceeds of the bonds and notes and the
investments of the proceeds may be received, held, and
disbursed by the bondholders or noteholders, or by a trustee
or agent designated by the authority.

b. That the bondholders or noteholders or a trustee or
agent designated by the authority, may collect, invest, and
apply the amounts payable under the loan agreement or any
other security instrument securing the debt obligation of
the project sponsor.

¢. That the bondholders or noteholders may enforce the
remedies provided 1n the loan agreement or security instru-
ment on their own behalf without the appointment or designa-
tion of a trustee and if there is a default in the principal
of or interest on the bonds or notes or 1n the perxformance
of any agreement contained in the agreement or instrument,
the payment or performance may be enforced in accordance with
the provisions contained in the agreement or instrument.

d. That 1f there is a default in the payment of the prin-
cipal or interest on a mortgage or security instrument or
a violation of an agreement contained in the mortgage or
security instrument, the mortgage or security instrument may
be foreclosed or enforced and any collateral sold under
proceedings or actions permitted by law and a trustee under
the mortgage or security agreement or the holder of any bonds
or notes secured thereby may become a purchaser if it is the
highest bidder.
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e. Other terms and conditions.

3. The authority may provide in the resolution authorizing
the 1ssuance of the bonds or notes that the principal and
interest shall be limited obligations payable soclely out of
the revenues derived from the debt obligation, collateral,
or other security furnished by or on behalf of the project
sponsor, and that the principal and interest does not
constitute an indebtedness of the authority or a charge against
its general credit or general fund.

4. The powers granted the authority under this section
are in addition to other powers contained in this chapter.

All other provisions of this chapter, except section 220.28,
subsection 4, apply to bonds or notes issued pursuant to and
powers granted to the authority under this section except

to the extent that they are inconsistent with this section.

Sec. 6. Chapter 220, Code 1981, is amended by adding the
following new section:

NEW SECTION. APPLICATION OF FUNDS FROM SALES OF
OBLIGATIONS. All moneys received by or on behalf of the
authority, whether as proceeds from the sale of obligations

or as revenues, are trust funds to be held and applied solely
for the purposes specified in the appropriation, bond
resolution, or other document autheorizing receipt of the
moneys by the authority. A person with which the moneys are
deposited shall act as trustee of the moneys and shall hold
and apply the moneys for the purposes specified 1n this chapter
subject to limitations specified in this chapter and in the
bond resolution authorizing the issuance of the obligations.
EXPLANATION

This bill establishes the Iowa small business loan program
under the auspices of the Iowa housing finance authority.
The bill provides that $50 million of already authorized bonds
of the authority may be issued to provide capital loans for
expansion and improvement of small businesses. The definition

of small business adopted by the House commerce committee

-8~
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1s incorporated into the bill.

The bill provides that the

authority may contract with the Jowa business development

credit corporation for administrative services for the loan
program. The bill takes effect July 1 following enactment.

LSB 3939H 69
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HOUSE FILE 2464
H-5458

1 Anend House File 2464 as follows:
2 1. By striking page 1, line 32 through page 2,
3 line 16 and inserting in lieu thereof the following:

4 WNEW SUBSECTION. "“Small business" means as defined
5 in 13 C.F.R. sec. 121.3~11."

H-5458 FILED MARCH 17, 1982 BY HUMMEL of Benton
Laxt 3/:%(;? 5712 )

HOUSE FILE 2464
H~5514

Amend House File 2464 as follows:

1. Page 1, line 4, by striking the word "and"
and inserting in lieu thereof the word ", *.

2. Page 1, line 5, by inserting after the word
"construction," the words Yor both".

3. Page 1, line 7, by striking the words "Yand
construction" and inserting in lieu thereof the words
", construction, or both".

4. Page 4, line 18, by inserting after the word
"fox" the word "both". :

5. Page 4, line 19, by striking the word “or"
and inserting in lieu thereof the words "and the'.

6. Page 5, line 7, by inserting after the word
"for® the word4 "both".

7. Page 5, line 8, by striking the word "or" and
inserting in lieu thereof the words "and the'.

8. Page 5, line 35, by striking the words "or
construction" and inserting in lieu thereof the words
" construction, or both".

OO~ WU W

H-5514 _ELED MARCH 23, 1982 BY HARBOR of Mills
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REPRESENTATIVE SCHROEDER _

Request No. 82-309

In compliance with a written request received _March 11 » 19 82, there is
hereby submitted @ Fiscal Note for _H.F. 2464 _pursuant to Joint Rule 16.
Background information used in developing this Fiscal Note is available from the
Legislative Fiscal Bureau, to members of the Legislature upon request.

HF 2464, an Act relating to the lowa small business loan program.

Assumptions: The estimate assumes that the costs of bond issues
and ltoans resulting from this bill would be borne by the borrowers,
dependent on a significant difference between the tax-exempt and
taxable loan rates.

Fiscal Impact: The costs associated with this bill are dependent’ on

the form and method of bond issue. If the issue were a large, "public”

one, sufficient revenue would be generated to cover administrative

expenses. If the bond issue were several "small" issues instead,

additional funds would be needed to cover the administrative costs.

These additional funds couid be generated by charging a loan fee of

1-2% (depending on loan rates) to borrowers or by direct appropriation. .

In view of current economic conditions, the Housing Authority believes
that small bond issues will be more viable than ilarge ones, at this time.

Source: lowa House Finance Authority
FILED MARCH 26, 1982 BY GERRY RANKIN, Fiscal Director




HOUSE FILE 2464

Amend House File 2464, as follows:
_ 1. Page 5, by striking line 7 and inserting
in lieu thereof the following:
"1. Make secured loans for both the acguisition".
‘ 2. Page 8, line 2, by striking the woxd "may"
and inserting in lieu thereof the word "shall".

H-5551 FILED MARCH 24, 1982 BY KREWSON of Polk
Loer. 3fas (g 799 )

HOUSE FILE 2464
H-5553

Amend House File 2464 as follows:

1. By striking page 1, line 32 through page 2,
line 16 and inseriting in lieu thereof the following:
"NEW SUBSECTION. "Small business” means as

defined in 13 C.F.R. se¢c. 121.3-11."

2. Page 5, by inserting after line 3 the
following:

*3. At least twenty-£five percent of the total
orincipal amouni of bonds and notes authorized for
the program pursuant to section 3 of this Act shall
be resexved for loans to businesses having twenty
or fewexr full-time equivalent positions at the time
of the loan."”

D0~ U b N

H-53553 TTLED MARCH 24, 1982 BY SCHROEDER of Poitawattamie
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HOUSE FILE 2464

H-5548

1 Amend House File 2464 as follows:

2 1. Page 8, by inserting after line 28 the

3 following:

4 "Sec. ___. Section 419.1, subsection 14, Code

5§ 1981, is amended by striking the subsectlon.

6 Sec. . Section 419.2, subsection 5, Code 1981,

7 is amended to read as follows:

8 5. To issue revenue bonds for the purpose of

g defraying the cost of any project and to secure payment

L0 of suek the bonds as provided in this chapter.

11 Hewevers-zpn-the-gase-ef-a-prejeei-suitable~fexr-the

12 use-of-a-beginning-bBusinesgpersenry-the-beprds-may-res
execcd-tho-aggregate-prineipal~amount-of-£five-hundred
14 thousard-deilarxs-"

LS 2. Renumber as necessary.
H-5548 FILED BY HALVORSON of Webster
MARCH 24, 1982 KREWSON of Polk

T brced P ()r/ o .3/}:’(0# o2/

HOUSE FILE 2464
5542

H_

1 Amend House File 2464 as follows:

2 l. Page 6, by inserting, after line 27, the

3 following:

4 "7. Whether the applicant's use of the locan

5 procecds will adversely affect competing businesses."

H-5542 FPILED MARCH 24, 1982 BY TYRRELL of Iowa
pr: .i'/zg'(/f 997

HOUSE FILE 2464
H-5552

Amend House File 2464 as follows:

1. Page S, by inserting after line 3 the
following:

“3. At least twenty-five percent of the total
principal amount of bonds and notes authorized for
the program pursuant to section 3 of this Act shall
be reserved for loans to small businesses having
twenty or fewer full-time eqguivalent positions at
the time of the loan."”

W00 DL D W R

H-5552 FILED MARCH 24, 1982 BY SCHROEDER of Pottawattamie
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March 26, 1982

(! HOUSE FILE 2464
Ha9560
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amend BHouse File 2464 as follows:

1. Page 8, by inserting after line 28 the
following:

"Sec. . Section 419.1, subsection 2, Code 1981,
is amended to read as follows:

2. '"project" means all or any part of, or any
interest in, {(a) ary land, buildings, or improvements,
whether or not in existence at the time of issuance
of the bonds issued under authority of this chapter,
which shall be suitable for the use of any a voluntary
nonprofit hospital, clinic or health care facility
as defined in section 135C.1, subsection 4, or of
any a private college Or university, or amy a state
institution governed under chapter 262 whether for
the establishment or maintenance of ' zeh that college
or university, or of amy an industry or industries
for the manufacturing, processing or assembling of
ary agricultural or manufactured products, even though
sweh the processed products may require further
treatment before delivery to the ultimate consumer,
or of amy a commercial enterprise engaged in storing,
warehousing or distributing products of agriculture,
mining or industry including but not limited to barge
facilities and riverfront improvements useful and
convenient for the handling and storage of goods and
products, or of a national, regional or divisional
headquarters facility of a company that does multistate
business, ef—e§-a—begianéng-businesspefsen-fef—any
purpese or {(b) polliution control facilities which
shell be suitable for use by amy an industry,
commercial enterprise, or utility. "Pollution control
facilities" means amy land, buildings, structures,
equipment, pipes, pumps, dams, reservoirs,
improvements, or other facilities useful for the
purpose of reducing, preventing, oI eliminating
pollution of the water or air by reason of the
operations of emy an industry. commercial enterprise,
or utility. '"Improve", "improving" and "improvements®
shall embrace any real property, personal property
or mixed property of amy-apd every kind that can be
used or that will be useful in connection with a
proiect, including, without limiting the generality
of the foregeing, rights of way, roads, streets,
sidings, trackage, foundations, tanks, structures,
pipes, pipe lines, reservoirs, utilities, materials,
eguipment, fixtures, machinery, furniture, furnishings,
improvements, instrumentalities and other real,
personal or mixed property of every kind, whether
above or below ground level.

Sec. . Section 419.1, subsection 14, Code 1981,

-1-




Page 6
March 26, 1982

H-5560
Page Two

is amended by striking the subsection.

Sec. _ . Section 419.2, subsection 5, Code 1981,
1s amended to read as follows:

5. To issue revenue bonds for the purpose of
defraying the cost of any project and to secure payment
of suen the bonds as provided in this chapter.
Hewever--in-the-case-ei-a-projeet-auiztable-£for-the
v3e-ef-a-begrARing-busiressperssar-the-bords-may~not
exeeed-the-aggregate-pripeipal-amount-ef-£five-hundred
thousand-dotiarg-!

2. Renumber as necessary.

OO WD Wb b

H-5560 FILED MARCH 25, 1982
RULES SUSPENDED AND SUBSTITUTED
FOR AMENDMENT H-5548

(7‘__7:4,;,— 5’/,;75’ (f! /002._)

BY HALVORSON of Webster
KREWSON of Polk
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1 An Act relating to the Iowa small business loan program.
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S.F. H.F. 07464

Section 1. Section 220.1, Code 1981, is amended by adding 4 _
the following new subsections: :
NEW SUBSECTION. "Cost" as applied to Iowa small business

loan program projects means the cost of acguisition,
construction, or both including the cost of acguisition of
all land, rights-of-way, property rights, easements, franchise

rights, and interests required for acquisition, construction,

or both. It also means the cost of demolishing or removing
structures on acquired land, the cost of access roads to
private property, including the cost of land or easements,
and the cost of all machinery, furnishings, and equipment,
financing charges, and interxest prior to and during
construction and for no more than eighteen months after
completion of construction. Cost also means the cost of
engineering, legal expenses, plans, specifications, surveys,
estimates of cost and revenues, as well as other expenses
incidental to determining the feasibility or practicability
of acquiring or constructing a project. It also means other
expenses incidental to the acquisition or construction of .
the project, the financing of the acquisition or construction,
including the amount authorized in the resolution of the
authority providing for the issuance of bonds, to be paid
into any special funds from the proceeds of the bonds, and
the financing of the placing of a project in operation.

NEW SUBSECTION. “Project" means real or personal property

connected with a facility to be acquired, constructed,
improved, or ecuipped, with the aid of the Iowa small business
locan program as provided in this Act.

NEW SUBSECTION. *“JIowa small business loan program" or

"loan program" means the program for lending moneys to small
business established under this Act.
NEW SUBSECTION. "Small business” means a business entity

organized for profit, including but not limited to an
individual, partnership, corporation, joint venture,
association or cooperative, to which the following apply: .

—1-
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a. It is not an affiliate or subsidiary of a business
dominant in its field of operation.

L. It has either twenty or fewer full-time equivalent
positions or not more than the eguivalent of one million
dollars in annual gross revenues in the preceding fiscal year.

c. It does not involve the operation of a farm and does
not involve the practice of a profession.

For purposes of this definition "dominant in its field
of operation" means having more than twenty full-time
eguivalent positions and more than one million dollars in
annual gross revenues, and "affiliate or subsidiary of a
business dominant in its field of operation” means a business
which 1s at least twenty percent owned by a business dominant
in its field of operaticn, or by partners, officers, directors,
majority stockheolders, or their egquivalent, of a business
dominant in that field of operation.

Sec. 2. Section 220.1, subsection 14, Code 1981, is amended
to read as fellows:

l4. M"Mortgage lender" means any bank, trust company,
mortgage company, national banking association, savings and
loan association, life insurance company, any governmental
agency, or any other financial institution authorized to make

mortgage loans in this state and includes a financial

institution as defined in section 496B.2, subsection 2, which

lends moneys for industrial or business purposes.

Sec. 3. Section 220.286, subsection 1, Code 1981, 1s amended
to read as follows:

1. The authority may issue its negotiable bonds and notes
in principal amounts as, in the opinion of the authority,
are necessary to provide sufficient funds for achievement
of its corporate purposes, the payment of interest on its
bonds and notes, the establishment of reserves tc secure its
bonds and notes, and all other expenditures of the authority
incident to and necessary or convenient to carry out its

purposes and powers. However, the authority may not have

-0
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a total principal amount of bonds and notes outstanding at
any time in excess of five hundred million dollars plus fifty
million dollars for property improvement loans to finance
solar and other renewable energy systems in housing as
authorized by section 220.37. Fifty million dollars of the

total principal amount of bonds and notes may be issued

pursuant to the small business loan program established under

section 5 of this Act. The bonds and notes shall be deemed

to be investment securities and negotiable instruments within
the meaning of and for all purposes of the uniform commercial
code.

Sec. 4. Section 5 of this Act is enacted as a new divi-
sion of chapter 220.

Sec. 5. Chapter 220, Code 19281, is amended by adding the
following new sections:

NEW SECTION. LEGISLATIVE FINDINGS--PURPOSES-~PUBLIC POLICY.

1. The general assembly finds and declares as follows:

a. A viable small business community is essential to the
continuing welfare of Iowans who depend on small business
tfor employment.

b. TIowa small business must continue to expand and develop
if they are to remain competitive in state and local markets.

¢. Small business expansion and development is dependent
upon the availability of financing for expansion and develop-
ment at interest rates which small businesses may reasonably
pay.

d. Private financing for small businesses at low interest
rates is unavailable to assist small business expansion anad
development. The Iowa small business loan program is neces-
sary to encourage the investment of private capital in small
business expansion and development through the use of public
financing as provided in this Act.

2. The purposes of the small business loan program are:

a. To promote the business prosperity anc economic welfare

of Iowa and Iowans.
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b. To assist, through loans, investments, and other trans-~
actions, the location of new small business and industry in
the state.

c. To assist through loans, investments, and other
transactions, existing small business and industry in the
state,

dé. Tc provide emplovment opportunities and thereby improve
the standard of living of Towans.

e. To promote industrial, commercial, and recreational
development in this state.

3. All of the purposes stated in this section are public
purposes and uses for which public moneys provided by the
sale of revenue bonds may be used.

4., It is the public policy of the state through the es-
tablishment of the small business loan program to promote
the economic welfare of Towans and to improve employment
opportunities for Iowans. To advance that public peolicy,
the authority may make loans to borrowers for EQEE,the
acquisition and the construction of projects and may issue
obligations of this state pavable solely from bond proceeds,
to pay the cost ¢of the projects.

NEW SECTION. SMALL BUSINESS LOAN PROGRAM.

1. The authority shall initiate a program to assist the

development and expansion of small business in Iowa, The
aunthority may issue bonds and notes the proceeds of which
shall be used to make progranm lcocans. The bonds and notes
are a portion cf the total principal amount of bonés and notes
of the authority which may be outstanding at any time pursuant
to section 220.26, subsection 1. The principal amount of
bends anc notes issued pursuant to the loan program shall
not exceed fifty millien dollars. Bonds and notes issued
under this section are subject to all provisions of this
chapter relating to the issuance of bonds.

2. The authority may contract with the Iowa business

development credit corporation or any other c¢orporation or-

-4-
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ganized under chapter 496B for the provision by the corpora-
tion of lending and other administrative services relative
to the loan program to the authority.

NEW SECTION. SMALL BUSINESS LOAN PROGRAM--SPECIFIC POWERS.

In assisting Iowa small businesses through the loan program,

the authority may do any of the following:

1. Make loans, secured and unsecured, for 2222 the
acquisition and the construction of projects on terms the
authority determines. The authority may take any action which
is reasonable and lawful to protect its security and to avoid
losses from its lcans. Before making a loan, the authority
shall find that the proposed project shall result in one or
more of the following:

a. The creation of jobs in Jowa.

k. Increased revenues for the borrower from a more modern
or expanded facility.

c. Providing a service facility needed in the community
where the project will be located.

2. Acquire, hold, and mortgage personal property and real
estate and interests in real estate to be used as a project.

3. Purchase, construct, improve, furnish, equip, lease,
option, sell, exchange, or otherwise dispose of projects under
the terms the authority determines. However, in the lease,
sale, or loah agreement relating to a project, the authority
shall provide for adequate maintenance of the project.

4. Grant a mortgage, lien, pledge, assignment, or other
encumbrance on a project, revenues, or reserve or other funds
established in connection with obligations, or with respect
to a lease, sale, or loan relating to a project, or a guaranty
or insurance agreement relating to a project, or an interest,
secured or unsecured, of the authority in a project or part
of a project.

5. Provide that the interest on obligations may wvary in
accordance with a base or formula authorized by the authority.

6. Contract for the acquisition, construction, or both
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cof a project or part of a project and for the leasing,
subleasing, sale, or other disposition of a project in a
manner determined by the authority.

7. Cooperate with the Towa development commission and
use its facilities to assist and encourage organizations 1in
Iowa communities in the promction and development of small
business prosperity 1in those communities,

NEW SECTION. SMALL BUSINESS LOAN CRITERIA. In determining

whether a small business is eligible for a loan from the small

business loan program, the authority shall consider the fol-
lowing criteria:

1. The applicant shall be of good character as determined
by rule which shall be adopted by the authority.

2. The applicant shall show evidence that the applicant
is able to operate the business successfully.

3. The applicant shall have enough capital in the business
so0 that with assistance from the loan program, the applicant

will be able to operate the business on a financially sound

basis.
4. The loan shall be so secured or of such scund value
as to reasonably assure repayment.

S, The business' past earnings record and future prospects
shall indicate an ability to repay the loan out of income
from the business.

6. Whether the granting of the loan will increase employ-
ment or have other favorable effects upon the economic life
of the community where the business is located.

NEW SECTION. LOAN AGREEMENT WITH SPONSORS.

1. The authority may enter intoc a loan agreement with
a project sponsor to finance in whole or in part the
acquisition of a proiject by construction or purchase. The
repayment obligation of the project sponsor may be unsecured,
secured by a mortgage or security agreement, or secured by
other security as the authority deems advisable, and may be

evidenced by one or more notes of the project sponsor. The

-6-
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locan agreement may contain terms and conditions the authority

deems advisable. .
2, The authority may issue its bonds and notes for the

purposes set forth in subsection 1 and may enter into a lending

agreement or purchase agreement with one or more bondholders

or noteholders containing the terms and conditions of the

repayment of and the security for the bonds or notes. The

o~ N s W b

authority and the boncdholders or noteholders may enter into

9 an agreement to provide for any of the following:

10 a. That the proceeds of the bonds and notes and the

11 investments of the proceeds may be received, held, and

12 disbursed by the bondholders or noteholders, or by a trustee
13 or agent designated by the authority.

14 b. That the bondholders or noteholders or a trustee or
15 agent designated by the authority, may collect, invest, and
16 apply the amounts payable under the loan agreement or any

17 other security instrument securing the debt obligation of

18 the project sponsor.

19 ¢c. That the bondholders or noteholders may enforce the .
20 remedies provided in the lcocan agreement or security instru-
21 ment on their own behalf without the appointment or designa-
22 tion of a trustee and if there is a default in the principal
23 of or interest on the bonds or notes or in the performance

24 of any agreement contained in the agreement or instrument,

25 the payment or performance may be enforced in accordance with
26 the provisions contained in the agreement or instrument.

27 d. That if there is a default in the payment of the prin-
28 cipal or interest on a mortgage or security instrument or

29 a violation of an agreement contained in the mortgage or

30 security instrument, the mortgage or security instrument may
31 be foreclosed or enforced and any collateral sold under

32 proceedings ox actions permitted by law and a trustee underx

33 the mortgage or security agreement or the holder of any bonds

34 or notes secured thereby may become a purchaser if it is the
35 highest bidder.
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e. ther terms and conditions.

3. The authority may provide in the resolution auvthorizing
the issuance of the bonds or notes that the principal and
interest shall be limited obligations payable solely out of
the revenues derived from the debt obligation, collateral,
or other security furnished by or on behalf of the project
¢ponsor, and that the principal and interest does not
constitute an indebtedness of the authority or a charge against
its general credit or general fund.

4. The powers granted the authority under this section
are in addition to other powers contained in this chapter.

All other provisions of this chapter, except section 220,23,
subsection 4, apply to bonds or notes issued pursuant to and
powers granted to the authority under this section except

to the extent that they are inconsistent with this section.

Sec. 6. Chapter 220, Code 1981, is amended by adding the
following new section:

NEW SECTION. APPLICATION OF FUNDS FROM SALES OF
OSBLIGATIONS. All mcneys received by or on behalf of the

authority, whether as proceeds from the sale of obligations

or as revenues, are trust funds to be held and applied sclely
for the purposes specified in the appropriation, bond
resclution, or other document authorizing receipt of the

moneys by the authority. A person with which the moneys are
deposited shall act as trustee of the moneys and shall hold

and apply the moneys for the purposes specified in this chapter
subject to limitations specified in this chapter and in the

bond resolution authorizing the issuance of the obligations.

HF 2464/25C
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AN ACT
RELATING TO TEE I[OWA SMALL BUSINESS LOANR FROGRAM.

3E IT EMACTED BY THE GENEBRAL ASSEMBLY OF THE STATE OF IOWA:

$ection 1. Section 220.1, Code 198.:, is amerded by adding
the following new subsections:

NEW SUBSECTICN. "Cost" as applied to lowa small business
loan program projects nmeans the cost of acquisition,
construction, or beth including the cost of acguisition of
al) land, righte-of-way, properwy rights, casements, franchise
rights, and interests required for acquisition, construction,
or both. It also means Lhe cost of demolishing or removing
structures on acguired land, the cost of access roads to
private property, including the cost of land or easements,
and the cost cf all machinery, furanishings, and eguipment,
finarcing charges, and interest prior te and during
construction and for no more than elghteen montnhs after
completior of construction., Cost aleéo means the cost of
engineering, legal expenses, plans. specifications. surveys.
gstirates of c¢ost and revenues, as wrell as other expenses
incidental v determining the feasibility ox practicability
of acquliring or constructing a project. It also means other
expenses incidental to the acquisition or constructioen of
the proiect, the firancing of the acguisition or constructiorn,
including the amount authorized in the resclution of the
authority providing for the issuarce of bends, to be paid
into apy spec:al funds from the proceeds of the zonds, and
the <inancing of the placing ¢f a project in operation.

rEW SUBSECTION. “"Project" means real or personal property
connected with a facility to be acquired, copstructed,
improved, or eguipped., with the aid of the lowa small business
loan prograr as provided in Lthis Act.

House File 2464, P. 2

NEW SUBSECTICH. "lowa stmall business loan program’ or
"loan program” means the program for lending moneys to small
business established undaer this hct.

NEW SUBSECTION. “Small business'" means a business entity
organized for profit, including but not limited to an
individuali, partnership. corporation, joint venture,
asscciation or cooperative, to which the following apply:

a. It 1ls not an affiliate or subsidiary of a opusiness
deminant in its field of operation.

b. I% has either twenty or fewer full-time equivalent
positions or not more than the equivalent ot one million
dollars in annual gross revenues in the preceding fiscal year.

c. It does not involve the operation of a ferm and doos
not involve the practice of a profession,

For purpcses of this definiticon "deminant in its faeld
of operation" means having more than twenty full-time
eguivalent positions and more than one millien dollers in
annual gross revenues, and “affiliate or subsidiary of a
business domipant in its field of operation" means a business
whicn is at least twenty percent owned by a business dominant
in ite freld of operation, or by partners, officers, directors,
majority stockholders, or their equivalenz, of a business
doninant 1in that field of operation.

Sec. 2. Section 220.1, supsection l4, Code 198t, 1s arended
to read as follows:

l4.s "Mortgage lender" means any bank, trust company,
mortgage company, national banking association, savings and
loan asscociation, life insurance company, any governmental
agency. ot any other financial institution autporized to maxe
mortgage loans in this state and includes a financial

institution as defined in section 496B.2, subsection 2, which
lends moneys for industrial or business purposes.

Sec. 3. Section 220.26, subsection 1, Code 1%81, is amended
to read ae follows:

&
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1. The autas+ity ray issue 1ts negotlable bonds and nctes
in principal amounts as, 1n tae ¢pirion of tag authority,
are necesgary to provide sufficient tunds tor achisvemenl
¢ its corporate purposes. the payment ot interest on [ £53
ponds and notes, the estanliskment of reserves o secure 1Us
bords ansi notes, and all other exgensitures of the authoiily
zvdens. o ard pesessary or convenrent te carry oJb 18

pursoses and powve

However, the autheribly may not have

a tobal principal encunt of bords and notes outatanding 2l
any tare in excess of flve aundred millien dellars plas Poity
Aillion Jdoslavs for propevty imsroverent learns o fionance

solar an® other renewable enorgy sysia s b hiuslng s

authorized oy sectoon 220,37, Fifty rmaliton go lars off Lae

total prircs

1t te the seail susiness lean prograr

section_ % of this Aot ‘ine bends and notes be deemed

Lo be Lavestment sosurities and negotiab’e 1nst

rents Lthin
tne mwaning of aad {or all purposes of the anliorm conmre:rcial
caode .

Sec 4. Secticn 5 of this Act 1% enacted as a new divie
s1en of chapter 22¢.

sec. %,  Chaptes 220, Cods 1921, is erendsd by adding Lhe

fallu=ing Dew sect:cos:

NEW SHUTION.  LEGISLATIVE FINDIHNGS =~ FURPOSES - - PUBRLIT PO ICY.

1. The genera. assembly finds and declares as follows:

&. A viabie small business comaunity 18 essential Lo the
centinning welfare of lowans wao depend on small pusiness
for enployment.

b. icwa small buainess musl continue to expanc and develop
Lf they are to remaln Sompetitive in statle and local rarkeLls,

. $mall pusiness cxpansion and Jeve opment is dependent
cpon the availability of financing for ewmpansion and develop-
ment at 1ntevest rates whnich srall businesses may reasonavly

pay.

House F:le 2453, P. 4

&, Priva-e Tiparcing for snalil plsinesses at low 1azerust
ratos .5 Jravailabie to assist small business expans.on and
development.. e _owa small Susiness loan program is necec-
Savy TO enceusage tae lnvesimeat of private capltal an crall
sl

SLELOGHS exXpansion and development througn he use LR &

tiransing as proviode:d o tas AT,

2. Iae purposes of the srall Dusiness loar progran are:

a To premcle ke Lusiness presperity and econom:o el Tape
of laowa and ,ouwans.

b. 1o assist, through loans, investments, and other Trans-
actions, the Location of new small business and industry 1
Tas slale.

<. P aunsist Lhroagh loans, Lavestments, and other

roaciions, exten ng sinall buginess and andustry 1n the
slatoe.
d. 1o provide smplovment opporiunitics and “hareby arprove

wha standard of lraing of Towaos.

e, To promote industrzal. conre , ard recreat:onal
fevelozment in thls state.

3. &1 of the purpeoses statoed 1n this section are public
purposes and uses for which pablid moneys provaded Ty the
gase of revenue bonds ray be used.

4. It is tae punlic policy of the state through the esn-
tabiishment of the small busingss loan program Lo praimole
the aconomic weltare of lowans and €2 Lmprove erpioynent
opporzunities fer lowans. To anvance that ounle policy,
vhe euthorily rway make loans te serrowers for both Lae
acquistlion and the censtruction of prejects and may 1ssuce
osligations of this state payable solely fron bond sroceeds,
to pay the cost of the prejects.

NEW SECTION. 3HALL BUSINESS LIAN FROGRAM.

1. The autaority shall Inisiate a pregram 1o assist tae
development and expansion ¢f smali: business in [owa. The

authcrity may ‘ssue bonds and potes the proceeds of which
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shall ve used te meke program loans. The bonds and notes

are a gortion of the total principal amount of bonds and notes
of the authority which may be ocutstanding at any time pursuant.
to section 229.26, subsection 1. The principal amount of
bonds and notes issued pursuant to the loan program shall

not exceed fifty million dollars. Bonds and notes issued
under this section are supject to all provisions of this
chapter relating to the issuance of bonds.

2. The authority may contract with tne Iowa business
developrent. credil corporation or any other corporation otr-
ganized under chapter 4968 for the provision by the corpora-
tion of lending and other adninistrative services relative
to the loan pregran to the avthority.

NEW S3CTION. SHMALL BUSINESS {.0AN PROGRAM-~SPECIFIC POWERS.
In ass1sting Icwa small businesses through the loan prograi,
the authority ray 4o any of the following:

1. Make loans, secured and unsecured, for both the
acquisition and the constraction of projects on terms the
authority deterwines. The authority may take any action which
is rezsonable and lawful to protect its security and to avoid
losses from its leans. Before maxing a lean, the autherity
shall find that the proposed project shall result in one ot
rmore of the following:

a. The creation of joos in lowa.

r. Increased revenues for the borrower from a more modern
or expanded facility.

c. Providing a service facility needed in the community
where the project will be located,

2. Acquire, hold, and rortgage personal property and real
ectate and interests in real estate to be used as a project.

3. Purchase, construct, improve, furnish, equip. lease,
option, sell, exchange, oy otherwise dispose of projects uader
the terms the avthority determines, However, in the lease
sale, or loan agreement relating to a project, the authority
shall provide for adequate nmalntenance of the project.

House File 2464, F.

4. Crant a mortgage, lien. pledge, assignment, or other
gncumbrance oh a project, revenues, or reserve ot other funds
establighed in connecticon with otligations, or with respect
to a lease, sale, or loan relating to a proeject, or 4 guaranty
OI lnsurance agreerent relating to a projeot, or an interest,
secured or unsecured, of the authority 1in a project or part
of a project.

S. Provide that the interest on obiigations may vary 1n
accordance Wwith a base or formula authorized by the author:ity.
6. <Contract for the acquisition, coastruction, or both

of a project or part of a project and for the leasing,
subleasing, sele, or other disposition of a project in &
manner determined by the asuthority.

7. Cooperate with the [owa develophent coemrission and
use its faclilities to assist and ¢ncourage organizations in
[owa communities in the promotior and development of small
business prcsperity in those communitles.,

NEW SECIIQN. SMALL BUSINESS LOAN CRITERILA. In determining
whether a small business 1s cligible for a loan from the small
pusiness loan program, the authority shall consider the fol-
lowing criteria:

1. The applicant shall be of good character as determined
by rule which shall be adopted by the authority.

2. The applicant shall shoWw evidence Lhat the applicant

able to operate the business successfully.

3. The applicant shall have enough capital in the bhuslness
s0 that with assistance from the lecan prograr, the applicant
will be able to operate the business on a financially sound
basis.

4. Tihe loan shall be so secured oy of such sound value

as to reasonably assure repaynent.

5. The business' past eatrnings record and future prospects
ghall indicate an abiLlity to repay the loan out of income
from the business.
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6. whether tne grantirg of the lcan will increase employ-
rent. or have otner favorable effects apon the econemic 1t fe
of =he comrunity where the businecs 135 located.

l:‘E!'J_‘ih(‘. LOAN AGREEMENT WITH SPONSORS.

1. The authority may eater into a loan agreement ¥ith

a project sponsor to finance (a whole ot in part the
acquisition of a wreject by consoruction ¢r purchase, The
repayment obligatior of tne projacl sponsor may be unsecured,
secured by a rortyage cr security aggeement, or secured by
other secur-ty as the auvthoriwy deems advisable, and may be
evidenced by one or more nctes of the project spensor. The
10an agreerent maey <contain ter’s ard conrditiecns the autnority
deems advigcable,

2. The authority may i1ssue Lts bends and notes for the
surposes et forth in gacsestion 1 and nay enter ante a lending
agreenent or purchase agreement. “itn ¢ne or rmove bondnolders
or neteholders containing the terws and conditions of the
repayrent of and the security for the zonde ar notes. The
authoriwy and the pordholders or notenslders nay enter inte
an agreecent to provide for any of the folluwing:

a. 1hat the prozeeds < the bonds and notes and the
investments of the prozeeds may be received, heid, and
dispursed 2y the bondholders or notehclders, o+ ny a trustee
or agert designated by the authority.

b. That the tondholders or noteholders or a Lrustee or
agent. designated by tne authority, may collect. invest, and
apply the amounts payable under iLne lean agreenent or any
other securtby 1nstrument sezuring the debt obligat:ion of
the project spoensor.

<. That the bopdholders or notenolders may enforce the
remedies provided in the loan agreenent or &£8CUE1TY 1NELLu-
rment ¢n their own behalf withcut the appointment OF designa-
tion of 4 trustee and if there is a default in the principat
of or interest on the bords cr nctes or in the per formance

House File 2454, P. 8

5f any agreement contained in the agreercnt or 1nstrunent,
the pavment or performance nay pe enforced in accoxdance with
the provisiors conteined in the agreement or wnstrument .

4. Toat 1f there is a default in the payment of the prir-
cipa: or 1nterest on a mortgage or securaly insLrument or
a4 violation ¢f an agrecment contained in The mortgage ot
secur.ty irstrument, the nmortgage or securlty instrurent mey
be forecleoses or entorced and any collateral sold under
preceedings or actlons petnitted by Law and a trustee under
Lne mortgage of Kecurity aygreement. Ccr tne holder of any bonds
o1 notes secured theredy mey becone a purchaser Lf 1% 18 the
nighest bidder.

e. Other ierms and cenditions.

3. Tne authorlty nay previde 1n tae resolution authoraizing
tne issuance of the bonds oy notes that the principal and
irteres. sha.l be limited obligations payable soiely out of
-he revenues der:ived fron the dept opligation, collateral,
or other sevurity furnished by or on beaalf of the project
sponscr, and that the principal and interest does not
constitute ar :ndebtedness of the authority or a charge against
its general credit or generai fund.

4. The powers granted Lhe authority under this sesticn
are in addition to other powers centained in this chapter.
All other provisions of this chapter, except section 220.28,
subsecticn 4, apply to bonds or notes issued pursuant to and
pewers granted to “he authority under this section exsept
to the extent that they are incouslsient witn thas gectlon.

sec. 6. Chagter 220, Code 1981, is amended by adding the
followilng new section:

NEW SECTION. APPLICATION OF FUNDS FROW SALES OF
OBLIGATICNS. All moneys received by or on behalf of the
authority, wnether as proceeds frem the sale of sbhbligations
or as revenues, are trust funds to be held and applied soiely
for the purposes specified in the appropriation, rcond
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resolution, or other document authorizing receipt of the

moneys by the authority. A person with which the moneys are
deposited shall act as trustee of the moneys and shall hold
and apply the moneys for the purposes specified in this chapter
subject to limitations specified in this chapter and in the

bond resolution authorizing the issuance of the obligations.
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