m

Passed House, Date 3.7_ £« (4 703’ Passed Senate
B

Gaprontish V)55

MAR 1 1985

HOUSE FILE jéL 0

BY COMMITTEE ON SMALL
BUSINESS AND COMMERCE

Place On Calendar

(Formerly House Study Bill 120)

Vote: Avyes Zﬁ Nays O Vote: Aves Sf & Nays O

Approved_mkflé, /}?_P.S'
A BILL FOR

An Act relating to the investment of the pension funds of
public safety police officers, Iowa public employees,
and police officers and fire fighters, and the assets of
insurance companies, state banks, state savings banks,
state savings and loan associations and credit unions in
venture capital firms making investments in small
businesses in the state and in small businesses operating
in this state.
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Section 1. Section 97B.7, subsection 2, paragraph b,
unnumbered paragrapgh 1, Code 1985, is amended to read as
follows:

b. Invest sueh the portion of said the trust funds as in
the judgment of the department are not needed for current
payment of benefits under this chapter in interest-bearing
securities issued by the United States, or interest-bearing
bonds issued by the state of Iowa, or bonds 1ssued by
countiesy or school districts, or general obligations or
limited levy bonds issued by municipal corporations in this

state as authorized by law, or in shares or eguity interests,

but not in excess of five percent of the trust funds, in

venture capital firms which agree to use their best efforts to

make investments in small businesses having their principal

offices within this state and having either more than one half

of their assets within this state or more than one half of

their employees employed within this state, which investment

is not subject to the restrictions in subparagraphs (1)

through (6), or in other investments authorized for life

insurance companies in this state including common stocks
issued or guaranteed by a corporation created or existing
under the laws of the United States or any a state, district,
or territory thereof of the United States subject to the

following restrictions:

Sec. 2. Section 97B.7, subsection 2, paragraph b, Code
1985, is amended by adding the following new unnumbered
paragraph:

NEW UNNUMBERED PARAGRAPH. For purposes of this subsection,
"venture capital firm" means a corporation, partnership, pro-

prietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or exploitation of

-]-

l :




0~ o & b

11
12
13
14
15
16

B
18

19
20
21
22
23
24
25
26
27
28
29

31
32
33

. 34
' 35

inventions, technological mprovements, new precesses, or
products not previcgusly generally available in this state and
"equlity 1nterests"” means limited partnership interests and
other equity interests in which liabilicy is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.

Sec. 3. Section 410.3, Code 1985, 1s amended by adding the
following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. Investments may be in shares or

equity interests in venture capital firms which agree to use

their best effort to make investments in small businesses
having their principal offices within this state and having
either more than one half of their assets within this state or
more than one half of their employees employed within this
state. The board shall not invest more than five percent of
the surplus left in the funds under this paragraph. For
purposes of this paragraph, "venture capital firm" means a
corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or territory of the United States, and whose
principal business is or will be the making of investments 1in
small businesses which meet the small business administration
definition of small business and which are principally engaged
in the development or exploitation of inventions,
technological improvements, new processes, or products not
previously generally available in this state and "equity
interests" means limited partnership interests and other
equity interests in which liability is limited to the amount
of the investment, but does not mean general partnership
interests or other interests involving general liability.

Sec. 4. Section 511.8, Code 1985, is amended by adding the
following new subsection:

NEW SUBSECTION. 21. VENTURE CAPITAL FIRMS. Shares or
equity interests in venture capital firms which agree to use

-2 -




o o~ o s W R

W oW oW W W W RN R RN NN NN NN -
WM e W H O W0y B WO W RN B W - O

S.F. u.e. Hbo

their best effort to make investments in small businesses
having their principal offices within this state and having
either more than one half of their assets within this state or
more than one half of their employees employed within this
state. A company shall not invest more than five percent of
its legal reserve under this subsection. For purposes of this
subsection, "venture capital firm" means a corporation,
partnership, proprietorship, or other entity formed under the
laws of the United States, or a state, district, or territory
of the United States, and whose principal business is or will
be the making of investments in small businesses which meet
the small business administration definition of small business
and which are principally engaged in the development or
exploitation of inventions, techneclogical improvements, new
processes, or products not previously generally available in
this state and "equity interests" means limited partnership
interests and other equity interests in which liability is
limited to the amount of the investment, but does not mean
general partnership interests or other interests involving
general liability.

Sec. 5. Section 515.35, subsection 4, Code 1985, is
amended by adding the following new lettered paragraph after
lettered paragraph "1" and relettering the remaining

paragraphs:
NEW LETTERED PARAGRAPH., m. Shares or eguity interests in
venture capital firms which agree to use their best effort to

make investments in small businesses having their principal
offices within this state and having either more than one half
of their assets within this state or more than one half of
their employees employed within this state. A company shall
not invest more than five percent of its capital and surplus
under this paragraph., For purposes of this paragraph,
"venture capital firm" means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
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United States, and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or exploitation of
inventions, technological improvements, new processes, Or
products not previously generally available in this state and
"equity interests" means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.

Sec., 6. Section 524,901, subsection 3, Code 1985, is
amended by adding the following two new lettered paragraphs:

NEW LETTERED PARAGRAPH, g. Shares or eguity interests in
venture capital firms which agree to use their best effort to

make investments in small businesses having their principal
offices within this state and having either more than one half
of their assets within this state or more than one half of
their employees employed within this state. A state bank
shall not invest more than a total of five percent of its
capital and surplus in investments permitted under this
paragraph and paragraph "h". For purposes of this paragraph,
"venture capital firm" means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States, and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or exploitation of
inventions, technological improvements, new processes, or
products not previously generally available in this state and
"equity interests"™ means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general

partnership interests or other interests involving general
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liability.
NEW LETTERED PARAGRAPH. h. Shares or equity interests in

small businesses having their principal offices within this

state and having either more than one half of their assets
within this state or more than one half of their employees
employed within this state. The total amount of a state
bank's investments under this paragraph and paragraph "g"
shall not exceed five percent of the state bank's capital and
surplus. The investment of a state bank in a small business
under this paragraph shall be included with the obligations of
the small business to the state bank that are incurred as a
result of the exercise by the state bank of the powers
conferred in section 524.902 for the purpose of determining
the total obligations of the small business to the state bank
at any one time under section 524.904. A state bank shall not
invest in more than twenty percent of the total capital and
surplus of any one small business under this paragraph. For
purposes of this paragraph, "small business" means a
corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or territory of the United States, which meets the
appropriate small business administration definition of small
business and which is principally engaged in the development
or exploitation of inventions, technological improvements, new
processes, or other products not previously generally
available in this state or other investments which provide an
economic¢c benefit to the state; and "equity interests" means
limited partnership interests and other equity interests in
which liability is limited to the amount of the investment,
but does not mean general partnership interests or other
interests involving general liability.

Sec. 7. NEW SECTION, 533.47 INVESTMENT IN CERTAIN SHARES
OR EQUITY INTERESTS.

1. A credit union may invest in either of the following to

the extent that the total investments under this section shall
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not be more than five percent of the credit union's assets:

a. Shares or equity interests in venture capital firms
which agree to use their best effort to make investments in
small businesses having their principal offices within this
state and having either more than one half of their assets
within this state or more than one half of their employees
employed within this state.

b. Shares or equity interests in small businesses having
their principal offices within this state and having either
more than one half of their assets within this state or more
than one half of their employees employed within this state.
A credit union shall not invest in more than twenty percent of
the total capital and surplus of any one small business under
this paragraph.

2. For purposes of this section:

a, "Venture capital firm" means a corporation,
partnership, proprietorship, or other entity formed under the
laws of the United States, or a state, district, or territory
of the United States, and whose principal business is or will
be the making of investments in small businesses which meet
the small business administration definition of small business
and which are principally engaged in the development or
exploitation of inventions, technological improvements, new
processes, or products not previously generally available in
this state.

b. "BEquity interests" means limited partnership interests
and other equity interests in which liability is limited to
the amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.

c. "Small business" means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States, which meets the appropriate small business ad-

ministration definition of small business and which is
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principally engaged in the development or exploitation of
inventions, technological improvements, new processes, or
other products not previously generally available in this
state or other investments which provide an economic benefit
to the state,

Sec. 8. Section 534,213, subsection 1, Code 1985, is
amended by adding the following two new lettered paragraphs:

NEW LETTERED PARAGRAPH. 1. Shares or equity interests 1in
venture capital firms which agree to use their best effort to

make investments in small businesses having their principal
offices within this state and having either more than one half
of their assets within this state or more than one half of
their employees employed within this state. An association
shall not invest more than a total of five percent of its
assets in investments permitted under this paragraph or
paragraph "m". For purposes of this paragraph, "venture
capital firm" means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States, and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or exploitation of
inventions, technological improvements, new processes, or
products not previously generally available in this state; and
"equity interests" means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.

NEW LETTERED PARAGRAPH. m. Shares or equity interests in
small businesses having their principal offices within this

state and having either more than one half of their assets
within this state or more than one half of their employees
employed within this state. The total amount of a state
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bank's investments under this paragraph shall not exceed five
percent of the state bank's capital and surplus. An associa-
tion shall not invest in more than twenty percent of the total
capital and surplus of any one small business under this para-
graph. For purposes of this paragraph, "small business" means
a corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, cor a state, dis-
trict, or territory of the United States, which meets the
appropriate small business administration definition of small
business and which is principally engaged in the development
or exploitation of inventions, technological improvements, new
processes, or other products not previously generally avail-
able in this state or other investments which provide an
economic benefit to the state; and "equity interests" means
limited partnership interests and other equity interests in
which liability is limited to the amount of investment, but
does not mean general partnership interests or other interests
involving general liability.
EXPLANATION

This bill allows the pension funds of the public safety
police officers, Iowa public employees, and police officers
and fire fighters, and assets of insurance companies, state
banks, state savings banks, and state savings and loan
assocliations to be invested in shares or limited liability
equity interests in venture capital firms whose principal
business is the making of investments in small businesses,
Investments can be made in these venture capital firms if the
firms agree to use their best efforts to make investments in
small businesses having either more than one half of their
employees employed in the state or more than one half of their
assets within the state. There i1s a limit of not more than
five percent of the funds or assets which can be invested in
venture capital firms.

The bill also authorizes state banks, state savings banks,

state savings and loan associations and state credit unions to
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make equity investments in small businesses in this state.

All investments in small businesses are limited to five
percent of the financial institution's assets. This
limitation includes investments made in venture capital firms.
A financial institution shall not own more than twenty percent
of the total amount of capital and surplus cof a small business

under the authorization provided by this bill,.

LSB 2573H 71
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BY COMMITTEE ON SMALL
BUSINESS AND COMMERCE

({As Amended and Passed by the Bouse March 7, 1985)
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A BILL FOR

An Act relating to the investment of the assets of insurance

companies, state banks, state savings banks, state
savings and loan associations and credit unions in
venture capital firms making investments in small

businesses in the state and in small businesses operating

in this state.
BE IT ENACTED BY THE GENERAI ASSEMBLY OF THE STATE OF IOWA:

SENATE AMENDMENT TO HOUSE FILE 460
H-3915

Amend House File 460 as amended, passed, and
reprinted by the House as follows:

1. Page 5, by striking lines 29 through 31 and
inserting the following: "employed within this state.
The total amount of an association's investments under
this paragraph shall not exceed five percent of the
association's capital and surplus. An".

H-3915 FILED APRIL 19, 1985 RECEIVED FRCOM THE SENATE
é'/‘s-e_,--_... ,(ﬁw—!-—a 4‘"/15’-/3?:7 {f I 7)
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Section 5i1,.8, Code 1285, is amended by adding
Ccillcwing new subsection:

NEW SUBSECTION. 20. VENTURE CAPITAL FUNDS. Shares or

equity lnterests 1n venture capital funds which agree to
invest an amount equal to at least fifty percent of the funds
in small businesses having their principal offices within this
state and having either mcre than one half of their assets
wlithin this state or more than one haif of their employees
employed within this state. A company shall not invest more
than five percent of its legal reserve under this subsection.
For purposes of this subsection, "venture capital fund” means
a corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
dis*rict, or territory of the United States, whose principal
business is or will be the making of investments in, and the
provisicn Of significant managerial assistance to, small
businesses which meet the small business administration
definition of smali business. "Equity interests" means
limited partnership interests and other equity interests in
which liability is limited to the amount of the investment,
but does not mean general partnership interests or other
interests invclving general liability.

Sec. 2. Section 515.35, subsection 4, Code 1985, is
amended by adding the following new lettered paragraph after
lettered paragraph "1" and relettering the remaining
paragraphs:

NEW LETTERED PARAGRAPH. m. Shares or equity interests in
venture capital funds which agree to invest an amount equal to

at least fifty percent of the investments by a company in
small businesses having their principal offices within this
state and having either more than one half of their assets
within this state or more than one half of their employees
empioyed within this state. A company shall not invest more
than five percent of 1its capital and surplus under this

paragraph. For purposes cf this paragraph, "venture capital

‘
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fand" means a corgeraticn, partnershlip, proprietorship, or
other entity formed under the l_aws of the Unlilted States, or a
state, district, cr territory cf the United States, whcse
principai business 1s or will be the making of investments in,
and the prcvision of significant managerial assistance to,
small businesses which meet the small business administration
definiticn of small business. "Zguity interests” nmeans
limited partrership interests and other equity interests in
which liability 1s limited to the amcunt of the investment,
but dces not mean general partnership lnterests or other
interests involving general liability.

Sec. 3. Section 524,901, subsection 3, Code 1985, is
amended by adding the following two new lettered paragraphs:

NEW LETTERED PARAGRAPH. ¢g. Shares or equity interests in

venture capital funds which agree to invest an amount equal to
at least fifty percent of the state bank's investment in small
businesses having thelr principal offices within this state
and having either more than one half of their assets within
this state or more than one half of their employees employed
within this state. A state bank shall not invest more than a
total of five percent of its capital and surplus in
investments permitted under this paragraph and paragraph "h".
For purposes cf this paragraph, "venture capital fund" means a
corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or territory of the United States, whose principal
business is or wlil be the making of ilnvestments in, and the
provision of significant managerial assistance to, small
businesses which meet the small business administration
cdefinition of small business. "Equity interests" means
limited partnership interests and other equity interests in
which lilability is limited to the amount of the investment,
but does not mean general partnership interests or other
1nterests involving general liability.

NEW LETTERED PARAGRAPH. h. Shares or equity interests in
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small businesses having =heir principal cffices within this
state and having either more than one halilf of their assets
within this state or more than one half of their employees
employed within this state. The totai amount of a state
bank's investments under this paragraph and paragraph "g"
shall not exceed five percent of the state bank's capital and
surplus. The investment of a state bank 1n a small business
under this paragraph shall be inclucded with the cobligations of
the small business to the state bank that are incurred as a
result of the exercise by the state bank cf the powers
conferred in section 524.902 for the purpose of determining
the total obligations of the small business to the state bank
at any one time under section 524,904, A state bank shall not
invest in more than twenty percent of the total capital and
surplus of any one small business under this paragraph. For
purposes of this paragraph, "small business" means a
corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or territory of the United States, which meets the
appropriate small business administration definition of small
business and which is principally engaged in the development
cr exploitation of inventions, technological improvements, new
processes, or other products not previcusly generally
available in thils state or other investments which provide an
economic benefit to the state; and "equity interests" means
limited partnership interests and other egquity interests in
which llability 1is limited to the amount of the investment,
but does not mean general partnership interests or other
interests involving general liability.

Sec. 4. NEW SECTION. 533.47 INVESTMENT IN CERTAIN SHARES
OR EQUITY INTERESTS.

1. A credit union may invest in either of the following to

the extent that the total investments under this section shall
not be more than five percent of the credit union's assets:

a. Shares or equity interests in venture capital funds

-3-
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which agree to invest an amount equal to at least fifty
percent of the credit union's investment in small businesses
having their principal offices within this state and having
either more than one half of thelr assets within this state or
more than one half of their employees employed within this
state.

b. Shares or equity interests in small businesses having
their principal offices within this state and having either
more than one half of their assets within this state or more
than one half of their employees employed within this state.
A credit unicon shall not invest in more than twenty percent of
the total capital and surplus of any one small business under
this paragraph.

2. For purposes of this section:

a. "Venture capital fund" means a corporation,
partnership, proprietorship, or other entity formed under the
laws of the United States, or a state, district, or territory
of the United States, whose principal business is or will be
the making of investments in, and the provision of significant
managerial assistance to, small businesses which meet the
small business administration definition of small business.

b. "Equity interests” means limited partnership interests
and other equity interests in which liability is limited to
the amount of the investment, but does not mean general
partnership interests or cther interests involving general
liability.

c. "Small business" means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States, which meets the appropriate small business
administration definition of small business and which is
principally engaged in the development or exploitation of
inventions, technological improvements, new processes, oOr
other products not previously generally available in this

state or other investments which provide an eccnomic benefit
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5. Section 334.212, subsecticon i, Code 1985, is
amerded by adding the follcwing two new lettered paragraphs:
P

NEW LITTERLD PARAGRAPH, 1. Shares cor equity interests in

venture capital funds which agree to invest an amount equal to
at least fifty percent of the assoclation's investment in
small businesses having their principal offices within this
state and raving either more than one half of thelir assets
within this state or more than cne half of their employees
empicyved within this state. An associaticn shall not invest
mere than a total of five percent of its assets in investments

n

permitted under this paragraph or paragraph "m". For purposes
of this paragraph, "venture capital fund” means a corporation,
partrership, proprietorship, or other entity formed under the
laws of the United States, or a state, district, or territory
of the United States, whese principal busirness is or will be
the making of investments in, and the provisions of
significant managerial assistance to, small businesses which
meet the small business administration definition of small
business. "Eguity interests” means limited partnership
interests and other equity inkterests in which liability is
limited to the amount of the investment, but dces not mean
general partnership interests or other interests involving
general liability,.

NEW LETTERED PARAGRAPH. m. Shares or equity interests in

small businesses having their principal offices within this
state and having either more than one half of their assets
within this state or more than one half of their employees
employed within this state. The total amount of a state
bank's investments under this paragraph shall not exceed five
percent of the state bank's capital and surplus. An
associlation shall not invest in more than twenty percent of
the total capital and surplus of any one small business under
this paragraph. For purposes cof this paragraph, "small

business” means a corporation, partnership, proprietorship, cr
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other entity formed under the laws of the United States, or a
state, district, or territcry of the United States, which
meets the appropriate small business administration definition
of small business and which is principally engaged in the
development or exploitation of inventions, technological
improvements, new processes, or other products not previously
generally available in this state or other investments which
provide an economic benefit to the state; and "equity
interests" means limited partnership interests and other
equity interests in which liability is limited to the amount
of investment, but does not mean general partnership interests
or other interests involving general liability.

hf, 460
-6- ok/pk/25




PAGE NINE,

MARCH 7, 1985 HOUSE CLIP SHEET

HOUSE FILE 460

H~3273

Amend House File 460 as follcows:

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

"Section 1. Section 511.8, Code 19585, is amended
by adding the following new subsection:

NEW SUBSECTION. 20, VENTURE CAPITAL FUNDS.
Shares or egquity interests in venture capital Zfunds
which agree to invest an amount egual to at least
fifty percent of the funds in small busirnesses having
theilr principal offices within this state and having
either more than on2 half of their assets within this
state or more than one half of their emplovees
employed within this state. A company shall not
invest more than five percent of its legal reserve
under this subsection. Fcr purposes of this
supsection, "venture capital fund" means 3
corporation, partnership, proprietorship, or other
entity formed under the laws of the United States, or
a state, district, or territory cf the United States,
whose principal business is or will be the making of
investments in, and the provision of significant
managerial assistance to, small businesses which meet
the small business administration definition of small
business., “Equity interests"™ means limited
partnership interests and other equity interests in
which llability is limited to the amount of the
investment, but does not mean general partnership
interests or other interests involving general
liability.

Sec. 2. Section 515.3%, subsection 4, Code 1985,
is amended by adding the following new lettered
paragraph after lettered paragraph "1" and relettering
the remaining paragraphs:

NEW LETTERED PARAGRAPH. m. Shares or equity
interests in venture capital funds which agree to
invest an amount equal to at least fifty percent of
the investments by a company in small businesses
having their principal offices within this state and
having either mcre than cone half of their assets
within this state or more than one half of their
employees employed within this state. A company shall
not invest more than five percent of its capital and
surplus under this paragraph, For purposes of this
paragraph, "venture capital fund"” means a corporation,
partnership, proprietorship, or other entity formed
under the laws of the United States, or a state,
district, or territory of the United States, whose
principal business is or will be the making of
investments in, and the provision of significant
managerial assistance to, small businesses which meet

-] -



PAGE TEN, MARCH 7, 1985 HOUSE CLIP SHEET

H-3273
Page Two

O~ W

the small business administration definition of small
business. "Equity interests" means limited
partnership interests and other equity interests in
which liability is limited to the amount of the
investment, but does not mean general partnership
interests or other interests involving general
liability.

Sec. 3. Section 524.901, subsection 3, Code 1985,
ls amended by adding the following two new lettered
paragraphs:

NEW LETTERED PARAGRAPH. g. Shares or equity
interests in venture capital funds which agree to
invest an amount equal to at least fifty percent of
the state bank's investment in small businesses having
their principal coffices within this state and having
either more than one half of their assets within this
state or more than one half of their employees
employed within this state. A state bank shall not
invest more than a total of five percent of its
capital and surplus in investments permitted under
this paragraph and paragraph "h". For purposes of
this paragraph, "venture capital fund”™ means a
corporation, partnership, proprietorship, or other
entity formed under the laws of the United States, or
a state, district, or territory of the United States,
whose principal business is or will be the making of
investments in, and the provision of significant
managerial assistance to, small businesses which meet
the small business administration definition of small
business. "Equity interests" means limited
partnership interests and other equity interests in
which liability is limited to the amount of the
investment, but does not mean general partnership
interests or other interests involving general
liability.

NEW LETTERED PARAGRAPH. h. Shares or equity
interests in small businesses having their principal
offices within this state and having either more than
cne half of their assets within this state or more
than one half of their employees employed within this
state. The total amount of a state bank's investments
under this paragraph and paragraph "g" shall not
exceed five percent of the state bank's capital and
surplus. The investment of a state bank in a small
business under this paragraph shall be included with
the obligations of the small business to the state
bank that are incurred as a result of the exercise by
the state bank of the powers conferred in section
524.902 for the purpose of determining the total ob-
ligations of the small business to the state bank at
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any one time under section 524.904. A state bank
shall not invest in more than twenty percent of the
total capital and surpius of any one small business
under this paragraph. For purposes of this paragraph,
"small business” means a corporation, partnership,
proprietorship, or other entity formed under the laws
cf “he United States, or a state, district, or
territory of the United States, which meets the
appropriate small business administration definition
cf small business and which is principally engaged in
the develcpment or expicltation of inventions, tech-
nological 1mprovements, new processes, or other
products not previously generally available in this
state or other investments which prcvide an economic
penefit to the state; and "equity interests" means
limited partnership interests and other equity
interests in which liability 1s limited to the amount
of the investment, but dces not mean general
partnership interests or other interests involving
general liability.

Sec. 4. NEW SECTION. 533.47 INVESTMENT IN
CERTAIN SHARES OR EQUITY INTERESTS.

1. A credit union may invest in either of the
following to the extent that the total investments
under this section shall not be more than five percent
of the credit union's assets:

a. Shares or equity interests in venture capital
funds which agree to invest an amount equal to at
least fifty percent cof the credit union's investment
in small businesses having their principal offices
within this state and having either more than one half
of their assets within this state or more than one
halif of their employees employed within this state.

b. Shares or equity irterests in small businesses
having their principal offices within this state and
having either more than ore half of their assets
within this state or more than one half of their
employeses employed within this state. A credit union
shall not invest in more than twenty percent of the
total capital and surplus of any one small business
under this paragraph.

2, For purposes of this section:

a, "Venture capital fund" means a corporation,
partnership, proprietorship, or other entity formed
under the laws of the United States, or a state,
district, or territory of the United States, whose
nrincipal business is or will be the making of
investments in, and the provision of significant
managerial assistance to, small businesses which meet
the small business administration definition of small
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business.

b. "Equity interests” means limited partnership
interests and other equity interests in which
liability is limited to the amount of the investment,
but does not mean general partnership interests or
other interests involving general liability.

c. "Small business" means a corpeoration,
partnership, proprietorship, or other entity formed
under the laws of the United States, or a state,
district, or territory of the United States, which
meets the appropriate small business administration
definition of small business and which is principally
engaged in the development or exploitation’of
inventions, technological improvements, new processes,
or other products not previously generally available
in this state or other investments which provide an
economi¢ benefit to the state.

Sec. 5. Section 534.213, subsection 1, Code 1985,
is amended by adding the following two new lettered
paragraphs:

NEW LETTERED PARAGRAPH. 1. Shares or equity
interests in venture capital funds which agree to
invest an amount equal to at least fifty percent of
the association's investment in small businesses
having their principal offices within this state and
having either more than one half of their assets
within this state or more than one half of their
employees employed within this state. An association
shall not invest more than a total of five percent of
its assets in investments permitted under this
paragraph or paragraph "m". For purposes of this
paragraph, "venture capital fund" means a corporation,
partnership, proprietorship, or other entity formed
under the laws of the United States, or a state,
district, or territory of the United States, whose
principal business is or will be the making of
investments in, and the provisions of significant
managerial assistance to, small businesses which meet
the small business administration definition of small
business. "Equity interests” means limited
partnership interests and other equity interests in
which liability is limited to the amount of the
investment, but does not mean general partnership
interests or other interests involving general
liability.

NEW LETTERED PARAGRAPH. m. Shares or equity
interests 1n small businesses having their principal
offices within this state and having either more than
one half of their assets within this state or more
than one half of their employées employed within this
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state. The total amount of a state bank's investments
under this paragraph shall not exceed five percent of
the state bank's capital and surplus. An association
shall not invest in more than twenty percent of the
total capital and surplus of any one small business
under this paragraph. For purposes of this paragraph,
"small business" means a corpcration, partnership,
proprietorship, or other entity formed under the laws
of the United States, or a state, district, or
territory of the United States,; which meets the appro-
priate small business administration definition of
small business and which is principally engaged in the
development or exploitation of inventions,
technological improvements, new processes, or other
products not previously generally available in this
state or other investments which provide an economic
benefit to the state; and "equity interests" means
limited partnership interests and other equity
interests in which liability is limited to the amount
of investment, but does not mean general partnership
interests or other interests involving general
liability."

2, Title page, by striking lines 1 through 3 and
inserting the following: "An Act relating to the
investment of the assetg of".

BY PARKER of Jasper
SWARTZ of Marshall
3273 FILED MARCH 6, 1985 HUMMEL of Benton
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A BILL FOR

An Act allowing the pension funds of the public safety police
officers, Towa public employees, and police officers and
fire fighters, and assets of insurance companies, state
banks, state savings banks, and state savings and loan
associations to be invested in venture capital firms
making investments in small businesses in the state.

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

CPR-AET9Y 12/T72
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inventions, technological improvements, new processes, oOr
products not previocusly generally available in this state and
"egquity interests" means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.

Sec. 3. Section 410.3, Code 1985, is amended by adding the
following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. Investments may be in shares or

equity interests in venture capital firms which agree to use

their best effort to make investments in small businesses
having their principal offices within this state and having
either more than one-nalf of their assets within this state or
more than one-half of their employees employed within this
state. The board shall not invest more than five percent of
the surplus left in the funds under this paragraph. For
purposes of this paragraph, "venture capital firm" means a
corporation, partnership, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or territory of the United States, and whose
principal business is or will be the making of investments in
small businesses which meet the small business administration
definition of small business and which are principally engaged
in the development or exploitation of inventions,
technological improvements, new processes, or products not
previously generally available in this state and "equity
interests"” means limited partnership interests and other
equity interests in which liability is limited to the amount
of the investment, but does not mean general partnership
interests or other interests involving general liability.

Sec. 4. Section 511.8, Code 1985, is amended by adding the
following new subsection:

NEW SUBSECTION. 20. VENTURE CAPITAL FIRMS. Shares or
equity interests in venture capital firms which agree to use

_2-
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their best effort to make investments in small businesses
having their principal offices within this state and having
either more than cne-half of their assets within this state or
more than one-half of their employeesemployed within this
state. A company shall not invest more than five percent of
its legal reserve under this subsection., For purposes of this
subsection, "venture capital firm" means a corporation,
partnership, proprietorship, or other entity formed under the
laws of the United States, or a state, district, or territory
of the United States, and whose principal business is or will
be the making of investments in small businesses which meet
the small business administration definition of small business
and which are principally engaged in the development or
exploitation of inventions, technological improvements, new
processes, or products not previcusly generally available in
this state and "equity interests" means limited partnership .
interests and other equity interests in which liability is
limited to the amount of the investment, but does not mean
general partnership interests or other interests involving
general liability.

Sec. 5. Section 515.35, subsection 4, Code 1985, is
amended by adding the following new lettered paragraph after
lettered paragraph "1" and relettering the remaining
paragraphs:

NEW LETTERED PARAGRAPH. m. Shares or equity interests in
venture capital firms which agree to use their best effort to

make investments in small businesses having their principal

offices within this state and having either more than one-half

oftheir assets within this state or more than one-half of

their employees employed within this state. A company shall

not invest more than five percent of its capital and surplus

under this paragraph. For purposes of this paragraph,

"venture capital firm" means a corporation, partnership,
proprietorship, or other entit‘y formed under the laws of the .
United States, or a state, district, or territory of the '
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United States, and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or exploitation of
inventions, technological improvements, new processes, or
products not previously generally available in this state and
"equity interests" means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general

liability.
Sec. 6. Section 524.901, subsection 3, Code 1985, 1is
amended by adding the following new lettered paragraph:

NEW LETTERED PARAGRAPH. g. Shares or egquity interests in
venture capital £irms which agree to use their best effort to

make investments in small businesses having their principal
offices within this state and having either more than one-half
of their assets within this state or more than one-half of
their employees employed within this state. A state bank
shall not invest more than five percent of its capital and
surplus under this paragraph. For purposes of this paragraph,
"venture capital firm" means a corporatiocn, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
United States, and whose principal business is or will be the
making of investments in small businesses which meet the small
business administration definition of small business and which
are principally engaged in the development or explcoitation of
inventions, technological improvements, new processes, or
products not previously generally available in this state and
"equity interests” means limited partnership interests and
other equity interests in which liability is limited to the
amount of the investment, but does not mean general
partnership interests or other interests involving general
liability.
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NB& fﬁTTERED PARAGRAPH. 1, Shares or equity interests in
vsg& ire cgpltal firms which agree to use their best effort to
make investments in small businesses having their principal
offices within this state and having either more than one-half
of their assets within this state or more than one-half of
their employees employed within this state. An association
shall not invest more than five percent of its assets under
this subsection. For purposes of this subsection, "venture
capital firm"” means a corporation, partnership,
proprietorship, or other entity formed under the laws of the
United States, or a state, district, or territory of the
h% United States, and whose principal business is or will be the
ﬁ% making of investments in small businesses which meet the small
H% business administration definition of small business and which
5% are principally engaged in the development or exploitation of
ﬁ% inventions, technological improvements, new processes, oOr
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i% products not previously generally available in this state and

%% "equity interests" means limited partnership interests and

5& other equity interests in which liability is limited to the

33 amount of the investment, but does not mean general

33 partnership interests or other interests involving general

2% 1iability. |

23 EXPLANATION

32 This bill allows the pension funds of the public safety

3; police officers, Iowa public employees, and police officers

39 and fire fighters, and assets of insurance companies, state

33 banks, state savings banks, and state savings and loan

30 associations to be invested in shares or limited liability

9} equity interests in venture capital firms whose principal
business is the making of investments in small businesses.

9? Investments can be made in these venture capital firms if the

34 firms agree to use their best efforts to make investments in

3‘;5‘.’ small businesses having either more than one%&%é‘.hﬁir
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AN ACT
RELATING TO THE [NVESTMENT OF THFE ASSETS OF INSURANCE COMPANIES,
STATE BANXS, STATE SAVINGS BANKS. STATE SAVINGS AND LOAN
ASSOCIATIONS AND CREDIT UNIONS IN VENTURE CAPITAL FIRMS MAK-
ING TIWVESTMENTS IN SMALL BUSINESSES IN THE STATE AND 1IN
SMALL BUSINESSES OPLRATING IN THIS STATE.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF I0WA:

Section 1. Section 511.8, Code 1985, is amerded by sdding
the following new subsecticn:

NEW SUBSECTION. 20, VENTURE CAPITAL FUXNS. Shaces or
equity interests in venture capital funds which agree to
invest an amount equal to at leasx fifty percent of the funds

in small businesses having their principal offices within this

House File 460, p. 2

state and having either more than one half of their assets
witnin this state or more than one half of their employees
employed within this state. A company shall not invest tore
than five percent of its legal reserve under this subsection.
For purpcses of this subsection, "venture capital fund” means
a corporation, pattnecship, proprietorsbip, or other entity
formed under the laws of the United States, or a state,
district, ot territory of the United States, whose principal
business is or will be the making of investments in, and the
provision of significant managecial assistance to, small
businesses which meet the small business administration
definition of small business. "“Equity interests™ means
limited partnership interests and other equity interests in
which liability is limited to the amount of the investment,
but does not mean genecal partnership interests or other
interests involving general liability.

Sec. 2. Section 515.35, subsection 4, Code 1385, is
amended by adding the following new lettered paragraph aftecr
lettered paragraph 1 and relettering the temaining paragraphs:

NEW LETTERED PARAGRAPH. m. Shares or equity interests in
venture capital funds which agree to invest an amount equal to
at least Fifty percent of the investments by a company in
small businesses having their principal offices within this
state and baving either more than one half of theic assels
within this state or motre than one half of their employees
employed within this state. A company shall not invest more
than five peccent of its capital and surplus under this
paragraph, For purpoeses of this paragraph, "venture capitai
fund™ means a cocporation, partnecship, proprietorship, or
other entity formed under the laws of the United Staktes, or 2
state, distecict, ot territory of the United Srates, whose
principal business is or will be the making of investments in,
and the provision of significant managerial assistance to,

small businesses which meet the sma'l business adnioistratien

definition of small business. "Tquity interests” means

09y ‘4'H
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simited pactnership interests and otaer eguity intecests in
wiich lisbility is limited to the amount of the investment,
but dces oot mean genecral partnership 1ntecests or odraer
intecests involvwing general liability.

gec. 3. Section 524.901, subsection 3, Code 1985, is
amended by adding the follewing two new let:eced paragraphs:

QEH_Q;?TE?RQ_EQRQQEAP“. g. Shares ot equity interezts in
ventuze capital funds which agree to invest an amount equal to
at least Fifty pecrcent of the state bank's investment in small
businesses having their principal offices witnin this state
and having either more than cnhe halt of theit assets within
this state or more than one half of their employees emploved
within this state, A state bank shall not invest ror2 than a
total of five percent of its capital and surplus in
investments peemitted under this pacragraph and paragraph "h".
For purposes of this pactagraph, "venture capital fund" reans a
corporation, partnecshlp, proprietorship, or other entity
formed under the laws of the United States, or a state,
district, or tercitory of the United States, whose principal
business is or will be the making of investments in, and the
provision of signiticant managerial assistance to, srall
businesses which meet the small business administration
definition of small business. “Equity interests” means
limited pactnership interests and other equity interests in
which liability is limijted to the amount of tne investment,
but does not mean general partrership interests oc othet
interests involving general liabitiry.

NEW LETTERED PARAGRAPH. h., Shares of equity interests in
small businesses having theit principal offices within tnis
state and having either mccre than core half of theic assets
withim this state or more than one half of theitr ergloyces
employed within this state. The total amcunt of a state
bank's investments under this paragraph and paragraph "g”
shall not exceed five percent of the state bank's capital and

surplus., The investment of & state pank 1n a small business

House File 450, p. 4

under this paragraph shall be ircluded with the obligations of
the small business to the state bank that are ircurced as a
tesult of the exercise by the szate banx of the pcwers
conferced in sectien 524,902 for the purpose of determining
the total obligations of the small business to the 3state bank
at any one time under section 524.904. A state bank shall not
invest in nore than twenty percent of the total capital and
surplus of any one small business under this paragraph. For
purposes of this paragraph, "gsmall business"” means a
corpuration, partnecship, proprietorship, or cther entity
tormed undet tne laws of the United States, or a state,
district, ot tecritory of the United States, which meets the
aporopriate smail pusiness administration definition of small
business and which is principally engaged in the development
ot exploitation of inventions, technoleogical improvements, new
processes, or othec products not previously generally
available in this state ot other investments which provide an
economic benefit to the state; and "equity interests" means
limited partnecship interests and other equity interests in
which liability is limited to the amount of the investment,
but does not mean general pattoecrship interests oc cther
intereasts involving general liability.

Sec. 4. HNEW SECTION. 533.47 INVASTMENT IN CERTAIN SHARES
OR EQUITY INTERESTS.

i. A credit union may invest in eitner of the following to
the extent that the total investments under this section shall
not be more than five percent of the credit uaion's assets:

a. Shares or equity interests in veniure capital fands
which agree to invest an arount equal to at least Eifty
percent of the credit union's investment in small businesses
havi:ng their principal offices within this state and having
either more thac one half of their assets within this state of
more than one half of their erployees employed within this
state.




House File 460, p. S

b. Shates or equity interests in stal) businesses having
theit principal offices within this state and having either
mote than one half of theilr assets within rhis state ¢or more
than one nalf of their employees employed within this state.
A credit union shall not invest in nore than twenty percent of
the total capital ard surplus of any onre small business underc
this paragraph.

2. For purposes of tinis section:

a. "Venture capital fund” means a corpocation,
pattnership, proptietorship, or other entity formed undec the
laws of the United States, or a state, district, or territory
o€ the United States, whose principal business i3 or «ill be
the making of investments in, and the provision of significant
managerial assistance to, small businesses which mect the
small busiress administcation definition of small business.

b. "Equity interests” means linited pactnership interests
and other equity interests in which liability is limited to
the amount of the investment, but does not mean genecal
cactnership interests or other inrerests involving general
liability.

c. "Small business” reans a corporation, partnecship,
proprietorship, or other entity fermed urder the laws of the
United States, or a state, district, or tetrritocy of the
United States, which meets the appropriate small business
admipistration definition of small business and which is
principally engaged in the development or exploitation of
inventions, techncological improverents, new processes, o€
other predicts not previously generally available in this
state or other investmonts which provide an economic venefit
to the state.

Sec. 9. Secticn 534.213, subsection 1, Code 1985, is
amended Dy adding the following twe new lettered paragraphs:

NiW LETTERED PARACHAPH, 1. Shares of eguity intecests in
venture capital funds which agree to invest an arount equal to

at least fifty percent of the aszociation’s investment in
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small businesses having their principal offices within this
state and bhaving eitner more than one half of their assets
2ithin this state or more than one half of their employees
employed within this state. An association shall rot invest
more than a total of five percent of its assets in investments

permitted under this pacagraph or pacragraph "m". For purposes

of this paragraph, "venture capital fund" means a corporation,
partnership, proprietorship, or other entity focmed under the
laws of the United States, or a state, district., ot territory
of the United States, wnose principal business is or will be
the making of investments in, and the ptovisions of
significant managerial assistance to, small businesses which
meet the small business administrtation definition of small
business. "EQuity intecests” means limited pactnership
interests and other equity interests in which liabitity is
limited to the amount of the investment, bubt does not mean
general partnecrship interests ot othes interests involving
general liability.

NEW_LETTERFD PARAGRAPH. m. Shares or equity interests in
small businesses having their principal offices within this
state and having either mcre than one half of their assets
within this state oc more than one half of their employees
employed within this state. The total amcunt of an
association's investments under this pacagraph shall not
exceed five percent of the association's capital and surplus.
An association shall not invest in more than twenty peccent of
the total capital and surplus of any one small business undec
this paragraph. For purposes of this patagraph, “small
business” means a corpordtion, partnership, proprietorship, or
othec entity formed undec the laws of the United States, or a
state, district, or territory of the United States, which
meets the appropriate small business administration definition
of small business and which is priarcipaily engaged in the
development or exploitation of anventjons, techaological

irprovements, new processes, oOr other products not previously
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generally available in this state or other investments which .
provide an economic benefit to the state; and "equity

interests" means limited partnership interests and other

equity interests in which liability is limited to the amount

of investment, but does not mean general partnership interests

or other interests involving general liability.
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Speaker of the House

ROBERT T. ANDERSON
President of the Senate
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