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A BILL FOR

An Act relating to the lease by state agencies of real and
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personal properties and facilities for use as or in
connecticn with any energy conservation measure.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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-3314 SENATE FILE 303

Al

Arend Senate Ti.e 303 as folilows:
2ags

age 3, by inserting after line 2 the
foliowing:

"d. Jif the = - of leasing real and perscnal
properties or faciliti - uSe as or .n connecticn
Wlth any erergy conservation measure wi.l exceed cne
miililon dollars, the project shall be submitted for
8 approval of the general assembly."”
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SENATE FILE 303
H-3759
1 Amend Senate File 303, as passed by the Senate, as
2 follows:
3 l. Page 3, by striking lines 3 through 7.
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Section 1. NEW SECTION. 19.34 ENERGY CONSERVATION LEASE-
PURCHASE. '

1. As used in this section:

a. "Energy conservation measure” means installation or
modification of an installation in a building which is
primarily intended to reduce energy consumption or allow the
use of an alternative energy source, which may contain
integral control and measurement devices.

b. "State agency" means a board, department, commission or
authority of or acting on behalf of the state having the power
to enter into contracts with or without the approval of the
executive council to acquire property in its own name or in
the name of the state. "State agency" dces not mean the
general assembly, the courts, the governor or a political
subdivision of the state.

2. a. A state agency may, with the approval of the
executive council, lease as lessee real and personal
properties and facilities for use as or in connection with any
energy conservation measure for which it may so acquire real
and personal properties and facilities, upon the terms,
conditions and considerations the official or officials having
the authority with or without the approval of the executive
council to commit the state agency to acquire real and
personal property and facilities deem in the best interests of
the state agency. A lease may include provisions for ultimate
ownership by the state or by the state agency and may obligate

the state agency to pay costs of maintenance, operation,

~insurance and taxes. The state agency shall pay the rentals

and the additional costs from the annual appropriations for
the state agency by the general assembly or from other funds
legally available. The lessor of the properties or facilities
may retain a security interest in them until title passes to
the state or state agency. The security interest may be
assigned or pledged by the lessor. In connection with the

lease, the state agency may contract for a letter of credit,
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insurance or other security enhancement obligation with
respect to its rentzal and other obiigaticns and pay the cost
from annual appropriations for such state agency by the

general assembly or from other funds iegally available. The
security enhancement arrangement may contain custcmary terms
and provisions, including reimbursement ancd acceleration 1if
appropriate. This secticn is a complete and Independent
audthorization and procedure for a state agency, with the
approval of the executive council, to enter i1into a lease and
related security enhancement arrangements and this section is
not a quaiification of any other powers which a state agency
may possess, lncluding those under chapter 262, and the
authorization and powers granted under this section are not
subject to the terms or requirements of any other provision of
the Code,

b. Before a state agency seeks approval of the executive
council for leasing real or personal properties or facilities
for use as or in connection with any energy conservation
measure, the state agency shall have a comprehensive
engineering analysis done on a building in which it seeks to
improve the energy efficiency by an engineering firm approved
by the erergy policy courncil through a competitive selection
process and the englneering firm is subject to approval of the
executive council. Provisions of this section shall only
apply to energy conservation measures identified in the
comprehensive engineering analysis.

c. Before the executive council gives its approval for a
state agency to lease real and personal properties or
facilities for use as or in connection with any energy
conservation measure, the executive counc:il shall in
conjunction with the energy policy council and after review of
the engineering analysis submitted by the state agency make a
determination that the properties or facilities will result in
energy cost savings to the state in an amount that results in

the state recovering the cost of the properties or facilities
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within six years after the initial acguisition of the
properties or facilities.

Sec. 2. This Act, being deemed of immediate lmportance,
shall take effect from and after 1ts pubiication 1n the Ames
Daily Tribune, a newspaper published in Ames, Icwa, and in the
Waterloo Courier Cedar Falls Record, 2 newspaper published in
Waterloo, Iowa.

EXPLANATION

This bill auvthorizes state boards, departments, authorities
and other agencies to lease, subject tc approval of the
executive council, real and personal properties and facilities
for use as or in connection with any energy conservation
measure. The rentals and additional costs are tc be paid for
out of moneys that would have been budgeted for energy
purposes. The lease may be a lease-purchase agreement where
the state will ultimately own the property or facility.

Before a state agency seeks executive council approval for the
lease of such property and fac‘lities, it must have a
comprehensive engineering analysis done of the energy
conservation measure and the building in which it will be
used. Before the executive council approves a lease, it must
determine in conjunction with the energy policy council that
the state will have energy cost savings as a result of the
leasing of the property or facility and the total amount of
the energy cost savings will result in the state recovering
the cost of the property or facility within six years after

the initial acquisition.

LSB 24408 71
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i STATE OF IOWA
LSB No. 24408
ftSCAL NOTE Staff ID. RLB

‘ SENATE FILE 3013
In compliance with a written request received February 20. 1885, a fiscal note for SENATE
FILE 303 is hereby submitied pursvant te Joint Rule 17, Data used n developing this
fiscal note are avaiable from the Legisiative Fiscal Bureau 10 members of the Leaqislature

upon request.

Senate File 303 authorizes state boards, departments, autherities and other agencies io
lease, subject to approval of the executive council, real and personal properties and
tacilities for use as or in connection with any energy conservation measure. The rentals
and additional costs are to be paid for out of moneys that would have been budgeted for
energy purposes. The lease may be a lease-purchase agreement where the slate will
ultimately own the property or facility. Before a state agency seeks eéxecutive counci
approval for tne lease of such property and tacilities, it must have a comprehensive
engineering analysis done of the energy conservation measure angd the Duilding in which it
will be ysed Betore the execulive council approves a lease, it must determine in
conjunction with the Energy Policy Council that the state will have encrgy COst savings as
a result of the leasing of the property or facidity and the total amount of the energy cost
savings will result in the state recovenng the cost cf the property or facility within six
years after the initial acquisition.

FISCAL EFFECT: Senate File 303 would have no effect on the state general fund in the first
vear of its implementation. Energy Policy Counci! estimates indicate that within three
years lhe state would realize 319 million in energy savings and within six years would
realize a $3.5 mulion energy savings.

The energy conservation measures will be leased to the qualifying state agencies under a
lease purchase arrangement, At the end of the lease term, the siate will take title to the
energy conservation measures. Only energy conservation measures which save enough in energy
to pay for themselves in 6 vears or less will be installed. The term of the lease will be
determined by the length of the payback of the energy conservation measures, Each year the
state would realize sufficient savings in lower fuel bGills to make the annual lease

payments.

To ensure that enough savings in energy are accrued to make the annuai lease paymenis, the
Energy Policy Council will closely monitor the work of the private engineering firm{s) who
identity the energy conservation measures and with the engineer{s) and contractor{s} who
install the energy conservation measures. To ensure further that the energy conservalion
measures will generate sufficient energy savings to make the lease payments, engineer(s)
and/or contractors will be required to carry performance insurance in the event inhat less

savings are accrued than had been predicted.

In the jonger term, after the state has made the final lease payment, the full energy
savings will accrue. The Energy Policy Council estimates that the approximateiy 340
miflion annual state energy bill can be reduced by 25%. Adduionally, an indirect effect
on the state general fund could be anticipated in the increased ncome and sales tax
! revenue generated through increased economic activity.

Source. Energy Policy Council {LSB 2440S. RLB)
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ieqislative Fiscal Bureau

Date: 3-1/, /85
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A BILL FOR

1 An Act relating to the lease by state agencies of real and

personal properties and faciljities for use as or in

connection with any energy conservation measure.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 19.34 APPROVAL OF LEASES.
As used in this section, "state agency" means a board,

department, commission or authority of or acting on behalf of
the state having the power to enter into contracts to acquire
property in its ¢own name or in the name of the state. "State
agency" does not mean the general assembly, the courts, the
governor or political subdivision of the state.

A state agency may, with the approval of the executive
council, lease ac lessee real and personal properties and fa
cilities for use as or in connection with any energy
conservation measure for which it may so acquire real and
personal properties and facilities, upon the terms, conditions
and considerations the official or officials having the
authority to commit the state agency to acquire real and
personal property and facilities deem in the best interests of
the state agency. B lease may include provisions for yltimate
ownership by the state or by the state agency ané may obligate
the state agency to pay costs of maintenance, operation,
insurance and taxes. The state agency shall pay the rentals
and the additional costs from the annual appropriations
budgeted for energy purposes by the general assembly or from
other funds legally available. The lessor of the properties
or facilities may retain a security interest in them until
title passes to the state or state agency. The security in
terest may be assigned or pledged by the lessor. 1In con
nection with the lease, the state agency may contract for a
letter of credit, insurance or other security enhancement
obligation with respect to its rental and other obligations
and pay the cost from annual appropriations budgeted for
energy purposes by the genreral assembly or from other funds
legally available. The security enhancement arrangement may
contain customary terms and provisions, including
reimbursement and acceleration if appropriate. This section

is a complete and independent authorization and procedure for

a state agency, with the approval of the executive council, to
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enter into a lease and related seéurity enhancemnent
arrangements and this section is not a qualification of any
other powers which a state agency may possess, including those
under chapter 262, and the authorization and powers granted
under this section are not subject to the terms ot
requirements of any other provision of the Code.

Before a state agency seeks approval of the executive
council for leasing real or personal properties or facilities
for use as or in connection with any energy ccrservation
measure, the state agency shall have a comprehensive
engineering analysis dene of the energy conservation measure
and the building in which it will be used by an engineering
firm approved by both the executive council and the energy
policy council.

Before the executive council gives its approval for a state
agency to lease real and personal properties or facilities for
use as or in connection with any energy conservation measure,
the executive council shall in conjunction with the energy
policy council and after review of the engineering analysis
submitted by the state agency make a determination that the
properties or facilities will result in energy cost savings to
the state in an amount that results ia the state reccvering
the cost of the properties or facilitles within six years
after the initial acquisition of the properties or facilities.

EXPLANATION

This bill authorizes state boards, departments, authorities
and other agencies to lease, subject to approval of the
executive council, real and personal properties and fac:ilities
for use as or in connection with any energy c¢onservation
measure, The rentals and additional costs are'to be paid for
out of moneys that would have been budceted for energy
purposes. The lease may be a lease-purchase agreement where
the state will ultimately own the property or facility.

Before a state agency seeks executive council approval for the

lease of such property and facilities, it must have a
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comprehensive engineering analysis done of the energy .
conservation measure and the building in which it will be

used. Before the executive council approves 3 lease, it must e
determine in conjunction with the energy policy council that

the state will have energy cost savings as a result of the

leasing of the property or facility and the total amount of

the energy cost savings will result in the state recovering

the cost of the property or facility within six years after

the initial acquisition.

LSB 1358H 71 .
-3- mg/sc/14




SHNATE PILE 303

AYE AT
RELATING TO THE LEASE BY STATE AGUNCIERS OF REAL AND PERSONAL
FROPERTISS AND FACILITIES TOR (JSE AS it IN CONNECTION
WITH ANY BNUAGY CORNSESVATION MEASURFE.

Be IT ENACTED BY THE GENERAL ASSEMELY OF THE STATE OF TQWA:

Section 1. NEW_SFCTIUN. 19.3%34 ENERGY CONSEKRYATION LEASE-
PURCHEASY.

L. As used in Inis section:

a. TkEnktgy condervatlon measure” roars installation oo
mcdification of an installation in a building which is
pricarily intended to reduce energy consmumption or allow the
use of an alternative energy source, which may contain
integral control and measurement devices.

b. "State agency” means a board, departrent, cormission or
autnority of or aciing on behaif of the gstate having the power
to enter inko contracts with or without the approval of the
executive council to acquite property in i%s own nave ¢r in
the name of the state. "State agency” does not mean the
genetal assenmvly, the courks, the goveenor or a political
sublivision of vthe state.

2. a. A state agency may, with the approval of the
executive council, lease as lessee real and personal
propurties and facilities for use as or ib cannectioc with any
enetgy consecvation measure oo which it may %o acguire real
and personal propecties ard farilities, upon the Lercs,
conditions ard considerations the official or oféictals having
the avthority wilh or wilnout Lhe approval of tne execative
council to comnit the stute agency to acudire teal and
persceral property and facilit:es deem in tne best interests of
the state agenuvy. A le2re Day inciude provisions for altimate
uwnersnip by the state orf py the stats agency and may ovligate

the state agency Lo pay Custz of maintenance, oparataen,

Sernate File 303, p. 2

itagurance and taxes. The state agency shall pay tonF tentals
and the additieonal costs from the annual appropriatians Eor
the state agency py the general asserbly or from otner funds
legaily availabie, The Llessor of mne proverties or facilities
may LPLAln A Security 1nterest in ther ortil Litle passes to
the state or stale agemsy. The securicy iaterest may be
asslgned or pledged by the lesdgsr  In ¢onnection wibk bhe
lease, the state agency may conlract for a letter of credit,
insurance cr other cecurity enhancement. obligating with
respect to ity reental and other cbligations and pay the cost
from arnnual apneopraations for such state agency by the
general assenbly o from other funds leqaily availanle. Tre
FECUTIty enancerent artangement may conbain Cusbomary terxs
ard provisiong, ioctading reimburserent and acceletation if
apprepriate.  Tn.s section is a complete and independent
autnarizaticen and procedure for a state agency, wikh the
approval of the execative council, to eater {nto a lease and
related securiny enhancement arrangements and this section 15
net a qualitication of any other powers which a stabe ageocy
may possess, ancluding those under chapler 262, and the
authorizatior and powers granted under this section are not
subject Lo Lhe terms oy requirements of ary other provision of
the Code.

b. Bufare a state agency secks approval of the eaecutive
council fer lvasing real ot perssnal preperties or facriit.es
for use a8 ©r 10 Conneckion with any enerqQy conservation
measure, the state agency shall héve a comprehens.ve
ergincering aralysis done on a dbuilding in wkich it geeks to
improve the energy efficiency by an enginreering fiem approved
vy the enerygy policy councll theough a comopebitive select ien
process and the engireering firm is sobiect to approval of the
execntive council, Provisions of thiy section shall only
apply to eneray curnsecvation measuses identifivd in the
COMPreinnaive erguaeering analyaiy,

€. #Hetore the execubtive counc.l glven _ts approva. for a
state agency to lease teal and perscnal properties ot

Eacilotaes [or usa as of iR Condection wita any enerqy
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Senate File 303, p. 3

conservation measure, the executive council shall in
conjunction with the energy policy council and after review of
the engineering analysis submitted by the state agency make a
determination that the properties or facilities will result in
energy cost savings to the state in an amount that results in
the state recovering the cost of the properties or facilities
within six years after the initial acquisition of the
properties or facilities.

Sec. 2. This Act, being deemed of immediate importance,
shall take effect from and after 1its publication in the Ames
Daily Tribune, a newspaper published in Ames, Iowa, and in the
Waterloo Courier Cedar Falls Record, a newspaper published in
Waterloo, Iowa.

ROBERT T. ANDERSON

President of the Senate

DONALD D. AVENSON
Speaker of the House

I hereby certify that this bill originated in the Senate arnd
is known as Senate File 303, Seventy-first General Assembly.

K. MARIE THAYER

Secretary of the Senate

C
Approved _4? E , 1985

TERRY E. BRANSTAD

Governor




