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1 An Act related to the right of cities to lease or lease-

2 purchase real and personal property. 

3 BI:: l T E:c!liCTED BY THE GENERAL ASSE~lBLY OF THE STATE OF IO\~A: 
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Amend House File 523 as follows· 
_ 1. Page 2, line 2, by striking the 
~nsert1ng the numeral "682". numeral "503" and 
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S.F. H.F. 

1 Sectio~ 1. Sectic:1 364.t, Code :985, is a~ended by add1ng 

2 t!1e following new s~hsection: 

3 NEll SliBSEC:'lON. 4. E~ter into leases or lease-p~rchase 

4 cont~acts for real a11d personal property in accorda:1ce with 

5 the following terms and procedures: 
6 a. A city shall lease or lease-p~~rchase ~ca~ or personal 

7 prop~rty or.ly for a ter:n which Joes :~-J~ excPP(~ :-_:u_~ eco~omic 

8 life of the property, as dete:~J.:-:ed by ~r:e <.:CL~::ci:. 

9 b. A lease or lease-purchas~ con~ract e:1tere(l into by a 

10 city may contaic provisions si~i~Q.; tc c~·~os2 sor.1et_ ;.r.1es to~JnC 

ll in leases between private parties, includi~g Lhe obliga~ion c)f 

12 the lessee to pay any of the costs of ope:ation or owJlership 

13 of the leased property, and the right to purchase the leased 

14 property. 

15 c. A provision of a lease or lease-purchase contract which 

16 stipulates that a portion of the rent payments be applied as 

17 interest is subject to chapter 74A. Other laws relating to 

18 interest rates do not apply. 

19 d. When a city proposes to enter into a lease or lease-

20 purchase contract, the terms of which would either require 

21 payments to be made from the city's debt service fund, or 

2? would result in the total of all lease and lease-purchase 

23 payments of the city from the general fund exceedi~q ten 

24 percent of the city's most rece:1t ger1eral fund budget, lhe 

25 governing body shall authorize the lease or !ease-purchase 

26 contract by tl1e same authorization procedures outlined in 

27 section 384.26. In all other cases, including but not limited 

28 to payments to exercise purchase oplio:Js and payments for 

29 expeiJses of operation or ownership of the property, the 

30 authorization procedures outlined in section 384.25 apply. 

31 city utility or city enterprise is a separate e:1tity fo~ 

32 purposes of this section, whether or not it is otherw.\se 

33 subject to the city's governing body. 

' n 

34 e. A lease or lease-purchase cor1tracl to ~hlch a cily •s a 

3~ party or in which a city hcis a participatcry irltcrcst: is a·l 
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l obligation of a political subdivision of this state for the 

2 purposes of chapters 502 and 503, and is a lawful investment 

3 for banks, trust companies, building and loan associations, 

4 savings and loan associations, investment companies, insurance 

5 companies, insurance associations, executors, guardians, 

6 trustees and any other fiduciaries responsible for the 

7 investment of funds. 

8 f. Property that 1s lease-purchased by a city is exempt 

9 under section 427.1, subsection 2. 

10 g. A contract for construction by a private party of prop-

11 erty to be leased or lease-purchased by a city is not a 

12 contract for a public improvement under section 384.95, 

13 subsection l, except for purposes of section 384.102. 

14 However, if a lease-purchase contract is funded in advance by 

15 means of the lessor depositing moneys to be administered by a 

16 city, with the city's obligation to make rent payments 

17 commenc1ng with its receipt of moneys, a contract for 

18 construction of the property in question awarded by the city 

19 is a public improvement and is subject to division VI of 

20 chapter 384. 

21 EXPLANATION 

22 This bill makes explicit a city's right to lease or lease-

23 purchase real or personal property, and spells out the terms 

24 and procedures which will apply when the right is exercised. 
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S-3582 HOUSE FILE 523 

1 Amend House File 523 as amended and passed by the 
2 House as follows: 
3 1. Page 2, by inserting after line 20 the 
4 following: 
5 "Sec. 2. Section 331.301, Code 1985, is amended by 
6 adding the following new subsection: 
7 NEW. SUBSECTION. 10. A county may enter into 
8 leases or lease-purchase contracts for real and 
9 personal property in accordance with the terms and 

10 procedures set forth in section 364.4, subsection 4, 
11 provided that the references to cities shall be to 
12 counties, the reference to section 384.26 shall be to 
13 section 331.442, the reference to section 384.25 shall 
14 be to section 331.443, the reference to section 
15 384.95, subsection 1 shall be to section 331.341, 
16 subsection 1, the reference to division VI of chapter 
17 384 shall be to part 3 of chapter 331, and reference 
18 to the council shall be to the board. 
19 Sec. 3. This Act, being deemed of immediate 
20 importance, takes effect from and after its 
21 publication in The Clinton Herald, a newspaper 
22 published in Clinton, Iowa, and in The Dubuque Leader, 
23 a newspaper published in Dubuque, Iowa. 
24 2. Title page, line 1, by inserting after the 
25 word "cities" the words "and counties". 

S-3582 Filed By MURPHY 
April 1,)9~5 /. fZJo) 
J.d..~ ~;ts:-'(8"5 t.j 

S-369~ 

1 Amend House File 523 as amended and passed by the 
2 House as follows: 
3 1. Page 1, by inserting before line 1, the 
4 following: . 
5 "Section 1. Section 331.430, subsect~on 2, Code 
6 1985, is amended by adding the following new lettered 
7 paragraph: 
8 c. Payments required to be made from the debt 
9 service fund under a lease or lease-purchase 

10 agreement." . 
----"1'-'1 -i:· Page 2, by inserting after l~ne 20 the 

12 
(3 13 

14 
15 
16 
17 
18 

following: . 
"Sec. . Section 384.4, Code 1985, ~s amended by 

adding the following new subsection: 
NEW SUBSECTION. 3. Payments required to be made 

from the debt service fund under a lease or lease­
purchase agreement.• 

3. By renumbering as necessary. 

s-3699 Filed April 11, 1985 
.'j. 6&L.,i..l '1/t> ( p t37•) r•- a!f.-,..u (f ;J7J) 
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S-4039 HOUSE AMENDMENT TO 
SENATE AMENDMENT TO 
HOUSE FILE 523 

} 
1 Amend the Senate amendment, H-3790 to House File 
2 523 as amended, and passed by the House as follows: 
3 1. Page 1, by inserting after line 10 the 
4 following: 
5 " • Page 1, by striking lines 19 through 33 and 
6 insert~ng the following: 
7 "d. The governing body must follow subst~ntially 
8 the same authorization procedure required for the . 
9 issuance of general obligation bonds issued for the 

10 same purpose to authorize a lease or a lease~purchase 
11 agreement made payable from the debt service fund, or 
12 to authorize any lease or lease-purchase contract · 
13 which would result in the total of annual lease and 
14 lease-purchase payments of the city due from the 
15 general fund of the city in any future year for lease 
16 or lease-purchase contracts in force on the date of 
17 the authorization, excluding payments to exercise 
18 purchase options or to pay the expenses of operation 
19 or ownership of the property, to exceed ten percent of 
20 the last certified general fund budget amount. In all 
21 other cases, the authorization procedures of section 
22 384.25 shall apply. Chapter 75 shall not be 
23 appli=able. A city utility is a separate entity under 

\24 the provisions of this section whether it is governed 
/25 by the council or another governing body."" 

26 .2. By renumbering as necessary. 

S-4039 Filed April 26, 1985 RECEIVED FROM THE HOUSE 

Lz~ "/--~"1-.f,s'~./7:3:v) 
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PAGE EIGHT, APRIL 16, 1985 no;;SE CLIP S!!SET 

SEN.Z\TE A1'1END~!ENT TO HOUSE FILE 523 
H-3790 

l /\mend House File 523 as .:~mended and passed by the 
2 House as follows: 
3 l. Page l, by inserting before line 1, the 
4 following: 
5 "Section 1. Section 331.430, subsection 2, Code 
6 1985, is amended by adding the following new lettered 
7 paragraph: 
8 c. PJyments required to be made from the debt 
~ service fund under a lease or lease-purchase 

10 agreement." 
11 2. Page 2, by inserting after line 20 the 
12 following: 
13 "Sec. Section 38~.4. Code 1985, is amended by 
14 adding the following new subsection: 
15 NEW SU!JSEC'l'ION. 3. Payments required to be made 
16 from the debt service fund under a lease or lease-
17 purchase agreement.'' 
lB 3. Page 2, by inserting after line 20 the 
19 tollm"ing: 
20 "Sec. 2. Section 33~.301, Code 1985, is amended by 
21 adding the following new subsection: 
22 NCW SUBSECTION. 10. A county may enter into 
23 leazes or lcase-~urchase contracts for real and 
24 personal property in accordance with the terms and 
25 procedures set forth in section 364.4, subsection 4, 
26 nrovidcd that tt:e refereiices to cities sl•all be to 
27 ~ountics. the reference to section 384.26 shall be to 
28 section 331.442, the reference to section 384.25 shall 
~9 be to section 331.443, tl1e reference to section 
10 184.95, subsection l shall be to section 331.341, 
Jl subsection 1, the reference to division VI of cnapter 
12 384 shal! be to part 3 of chapter 331, and reference 
lJ to t!le council shall be to the board. 
34 Sec. 3. This Ar.t, being deemed of immediate 
35 importance, takes effect from and after its 
36 publication in The Clinton Herald, a newspaper 
37 published in clinton, Iowa, and in The Dubuque Leader, 
38 a newspaper publ~shed in Dubuq•Je, Iowa.'' 
39 4. Title ~age, line l, by inserting after the 
40 word ''cities'' tht~ words ''and counties". 
41 5. By renumbering, relettering, or redesignating 
42 and correcting internal references as necessary. 

H-3790 FILED APRIL 15, 1985 RECEIVED FROM THE SENATE I 
d~~(~>Z)., ~~_.~: 'fP' s<~ i'<"'iG) 



HOUSE FILE 523 
H-·~056 

l Amend the Senate amenduent, H-3790 to Hot.:se File 
2 ~~J as amended, and passed by the Hot.:se as follows: 
3 l. Page 1, by inserting after line 10 the 
4 f 0 ll OWing: 
5 " Page 1, by strik;n~ lines 19 through 33 and 
6 inserting the following: 
7 "d. The governing body must follow substantially 
R the same authorization procedure required for the 
9 issuance of general obligation bonds issued for the 

10 s~~e p~rpose to authorize a lease or a lease-purchase 
11 a~reement made payable from the debt service fund, or 
12 to authorize any lease or lease-purchase contract 
13 ~~ich would result ic the total of annual lease and 
14 lease-purchase payments of the city due from the 
15 gez•eral fund of the city in any future year for lease 
16 or lease-purchase contracts in force on the date of 
17 th~ authorization, excluding payments to exercise 
18 pU<·:hase options or to pay the expenses of operation 
19 cr ownership of the property, to exceed ten percent of 
20 the last certified general fund budget amount. In all 
21 OL~er cases, the authorization procedures of section 
22 38~.25 shall apply. Chapter 75 shall not be 
23 ~pplicable. A city utility is a separate entity under 
24 the previsions of this section whether it is governed 
25 by the council or another governing body."'' 
26 2. By renumbering as necessary. 
H-40'i6 FILED APRIL 25, 1985 BY O'KANE of l'ioodbury 
AD0i''0 ED '!f t7'?• J 
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HOUSE flLE: 523 

AN ACT 

RELATED ·rO THE RIGtJT OF' CITH:S ,'\NO com:'rit:S 'IO LEASt-: OR L!A~if·:­

PURCIIASE f.lt:At. AND PERSONAC. PROPER'i"t. 

BE IT F.NACTED B'i THE GE~H;RAL ASSEMBLY Of THE S"TATE OF' IOWA: 

Section t. Section ))1.101, Code 19SS, is anended by 

addi.nq th<..' followi.f\g nc.,.. subsection: 

~~-~:N __ 5UBSEC!_!_9_~. 10. A county rnay enter ir.to leases or 

lea!;c-purctl.a~e contracts for real and personal property ill 

accordance with the terms anJ procedures set forth in section 

164.4, subsf!c:lion ~. pcovid~d th,lt th~ references to cities 

shall be to counti~s. the refP.r~nce to section JQ4,26 shall be 

to section 311.442, the refercncP to section 384.2S shall b~ 

to section 1)1.443, the reference to section 184.95, 

- -
House fLle 523, p. 2 

5ubsection 1 shall be to section Jll. 341, sub~ection l. the 

r~ference to division VI of chapter 38·l shall he to part 3 of 

chapter 331, and reference to the council shall be to the 

bo.:trd. 

Sec. 2. Section 311.430, subsection 2, Co~e 1985, is 

amendP.d by addinq th~ following new lettered paraqraph: 

c. Payments required to be made froru the debt se:vi.ce fund 

under a leaae or lease-purchase aqree:nent. 
Sec. 3. Section 364.4, Code 1965, is amenc!ed by addinq tt:e 

follo~inq nc~ subsection: 
NE"I"' __ ~.l!~SECTI9.~· 4. Enter into l('ases or lease-purchase 

contracts for real and person.1l property in accor~\ance -,.,ith 

the following terms and procP.dures: 

a. A city shalt lease or lease-purchase real or personal 

property only for a term which does not exceed the economic 

life of the property, as determined bJ the council. 

b. h lease or lease-purchase contract ~ntered into by a 

city tt~.ay CCf\tain provl.sl.on5 similar to those sonetirr.es found 

in leJses between pcivate part ics, including the obligation of 

the lessef! to p-ly any of the costs of ope rat ion or ownership 

of the le,1::>erl property, and the right to purchase the le.1sed 

property. 

c. A provision o! a lca9e or lease-purchase contract which 

stipulates th-c~.t d portion of the rent. pay,,ent.s be applied as 

interest l.s subjec~ to ctapt~r 74A. Other ta~s relating to 

interest ratPs do not applJ. 

d, The governing body mu9t follo·..,. sub9t..\ntidlly the s.uu~ 

authori.:,nioo proceC.ur~~ r,_•quirPd for t:,e lSSuance of gener<.~l 

obliq.1tion bonris is!>ued fot t!H:! sa:n~ purpose to author1ze a 

lea.:.P. ot a lea-se··putch.J.se aqre(":~.~nt rMdc paya"ole fran the C.ebt 

service fund, or to a11th(lrize any leas~ or leas~··pu:c~-c\$e 

contract -..,.hich ·.tould r(•$ult i.n th(> t.ot.al of a"nual lea~;P an•l 

lease-p•Hc:h,\5C p.lyf1'£>nt~ of the ctty du<..' fror. th~~ genera·. fu-,d 

of thf! city in dny f1,t11r~ y~ar for lea~e oc 1~as~-p~rchas~ 

cor.tr.:tcts in foe.-:!?! or, the d.1te of th(> .1u~.h<..Hi:t.H1on, Pxc:udln<J 
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pdyc:-.enr:s to c:.:erc1se purchc1se options or to pay the expenses 

of oper~ticn oc ow~ership of the prop~rty, to exceed ten 

perce~t o( th~ ~c1st cect~ficd general fund budqe~ drnou~t. In 

all other cases, the ~uthorization procedures of section 

384.2S sh.:tll c1pply. Ch,1ptec /5 shall not be applic,'\blP. A 

city utility LS d separate entity undec the provisions of this 

section ~o~h~thPc it is governed by the council or .:H'.other 

govertlinq body. 

e. A lease or lea~e-pur~hase contract to whi~h a city LS d 

party or in which a city hc1s a participatory interc5t, is an 

oblig~tion of a politic,\1 subdivision of this stdte for the 

p'-.lrposc:; of ch~pters ~02 anti 682, and is a lawful i~v~Hment 

for b~nks, tru~t companies, butlding and loan associations, 

savinqs and loan assocLatLons, investment companies, insurance 

co~panLes, in:.urance association5, executors. quc1rdians, 

tru~~tees and any othec fiduciaries res.pon:!i.ble for the 

investment of funds. 

f. Property that is lease-purchased by a city is exempt 

und~r section 421.1, subsection 2. 

Q· A contract for construction by a privc1te part1 of prop­

erty to be leased or lease-purchased by a city is not a 

contract (or a public improve~cnt under sect~on 384.?5, 

::;ubsection 1, except for p<lrposes of section 384.102. 

lfow~ver, if a lease-purcha:.e contract is funded in advance by 

r.eaos of L'\~ lessor depositlnq moneys to be c1dmir.ist~ceoJ by a 

Clty, ~ith the city's obliqdtion to ma~e rent p~ym~nts 

coiM'.encLnq w~th its receipt of noneys, a contract for 

construction of the prof~cty in question a~arded by the city 

is a p~1blic i.cr.provemcnt. dnd is subject to division Vt of 

ch<tpter 384. 

Sec. 4. Section 18.\.4, Code 1985, is am.~nded bJ .addinq th~ 

followinq new subsection: 

N~'o:/ ___:<;~Jt'.SEC't'tON. 3. Payments required to be f!l,v3e ftO;"'i the 

d(>ht SP.rvice fund under a l~ase or lease-purch.lse agreo:-cr~nt. 

e 

House File 523, p. 4 

Sec. 5. ~J'his Act, bein9 deec:'led of immediate i.nportance, 

takes effect from and dfter its publication in The Clinton 

HPrald, a nc'"':.p,~per published 1n Clinton, Iowa, ar.d in rr.e 

Oubuqu~ Le¥l.er, a newspap~c published in Oubo...qiJe, Iowa. 

DONALD D. AVL~SO~ 

Spea~er of the House 

R08f.HT '1'. MIDERSON 

President of the Senate 

I hereby certify th<tt this bill onginated in the House and 

is knovn as House f1le 523, Seventy-first General Assembly. 

JOSt-:PH 0' lf~RN 

Chief Clerk of the House 'PP'ov•~.(O. 1985 

TLRR'l E. t!R,\NSTAO 

Govt.•rnor 


