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• An Act relating to the financial authority of political 

3 

4 

2 subdivisions by authorizing loan agreements, the iss~a~ce of 

bonds for additional purposes, and the payment of :~terest 
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1 Seccior. 1. Seccior. 33~.402, Code 1987, is a~ended by 

2 adding the following new subsection: 

3 NE~~ SUBSECTION. 3. A county ~ay enter into ~oan 

4 agreemen:s to borrow money for any public purpose in 

5 accordance with the ter~s and procedures set forth i~ section 

6 364.24A, and the references i~ that subseccion to cities a~e 

7 applicable to counties, the reference to section 384,25 is 

8 applicable to section 331.443, and the refecences to the 

9 council are applicable to the board. 

10 Sec. 2. Section 331.441, subsection 2, paragraph b, Code 

II 1987, is amended ty ~dding the following new subparagraphs: 

12 NEW SUBPARAGRAPH. ( 9 ) 

13 demo~ition of abandoned, 

The acquisition, restoration, or 

dilapidated, or dangerous buildings, 

14 structures or properties or the abatement of a nuisance. 

15 ,~EW SUBPARAGRAPH. (10) The establishment or funding of 

16 programs to provide for or ass 1St in providing for the 

17 acquisition, restoration, or demolition of housing, or for 

18 other pu:poses as may be authorized under chapter 403A, 

19 Sec. 3. Section 331.441, subsection 2, paragraph c, 

20 subparagraph (11), Code 1987, is amended to read as fOllows: 

21 (11) Any other ~~e±i±~ies-or-ifflprovement5 O~~Dose which 

22 a~e is necessary for the operation of the county or the health 

23 and w~lfare of its citizens. 

24 Sec. 4. Section 331.441, subsection 3, Code 1987, is 

25 amended to read as follows: 

26 3. Tne "cost" of en, ! project for an essential county 

27 purpose or genera: county purpose includes construction 

28 contracts and the cost of engineering, architectural, 

29 technical, and legal services, preliminary reports, property 

30 valuations, estimates, plans, spec:fications, notices, 

31 ~cquisition of real ~nd personal property, consequential 

32 damages or costs, easements, rights of way, supervision, 

33 inspection, testing, publications, printing and sale of bonds, 

34 i~terest du:ing the period or estimated period of construction 

35 and for ~we~ve months t~ereaf~er or for ~we:ve months after 
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1 the aCquisition date, and provisions for contingencies. 

2 Sec. 5. Section 384.4, Code 1987, is amended by adding the 

3 following new subsection: 

4 NEW SUBSECTION. 4. Payments required to be made from the 

5 debt service fund under a loan agreement. 

6 Sec. 6. Section 384.24, subsection 3, Code 1987, is 

7 amended by adding the following new lettered paragraphs: 

8 NEW LETTERED PARAGRAPH. t. The acquisition, restoracion, 

9 or demolition Ot abandoned, dilapidated, or dangerous 

10 buildings, structures or properties or the abatement of ~ 

11 nuisance. 
12 NEW LETTERED PARAGRAPH. u. The establishment or funding 

13 of programs to provide for or assist in providing for che 

14 acquisition, restoration, or demolition of housing, or for 

15 other purposes as may be authorized under cha~ter 403A. 

16 Sec. 7. Section 384.24, subsection 4, paragraph i, Code 

17 1987, is amended to read as follows: 

18 1. Any other faeiiities-or-improvements purpose which ~re 

19 is necessary for the operation of the city or the health and 

20 welfare of its citizens. 

21 Sec. 8. Section 384.24, subsection 5, Code 1987, is 

22 amended to read as follows: 

23 5. The Ucostll of a!'ll' a 
-

project for an essential corporate 

24 purpose or general corporate purpose inCludes const ClCt :'on 

25 contracts and the cost of engineering, archi:eccural, 

26 technical, and legal services, preliminary reports, property 

27 valuations, estimates, plans, specifications, notices, 

29 

30 

31 

32 

33 

28 acquisition of real and personal property, consequential 

damages or costs, easements, rights of way, supervision, 

inspection, testing, publications, printing and sale of bonds, 

interest during the period or estimated pe.iod of construction 

and for twelve months thereafter or for twelve months after 

the acquisition date, and provisions for contingencies. 

34 Sec. 9. NEW SECTION. 384.24A LOAN AGREEMENTS. 

35 A city may enter into loan agreements to borrow money for 
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1 ~ny publ~c pu:pose :n accordance with the following terres and 

2 procedures: 

3 1. A loa~ a~ree~ent er.tered into by a city may contain 

4 provisions similar to those sometimes found in loan agreements 

5 between private parries, incl"ding the issuance of notes to 

6 evidence its obligqtions. 

7 

8 

9 

10 

2. 

portion 

chapter 

apply. 

A provision ot a loan agreement which stipulates that a 

of the payments be applied as interest is subject to 

74A. Other laws relating to interest rates do not 

11 3. ~ne governing body shall follow substantialiy the same 

12 authorization procedure required for the issuance of general 

13 obligation bonds iss,:ed for the same purpose, to authorize a 

~4 loan agreement made payable frem the debt service fund, or to 

15 authorize any loan asreement which would result in the total 

16 of scheduled annual payments of principal or interest or both 

17 principal and interest of the city due from the general fund 

18 of the city in any future year with respect to all loan 

19 agreements in force on the date of the authorization, to 

20 exceed ten percent 0: the last certified general fund budget 

21 amount. In all other cases, the governing bedy shall fellow 

22 substantially the same authorlzation procedures required for 

23 the issuance of general obl:ga::o~ bonds as set out in section 

24 384.25. Chapter 75 is not applicable. A city utility is a 

25 separate ent:ty under this section whet~er it is governed by 

26 the councilor another governing body. 

27 4. A loan agreement to which a city is a party or in which 

28 a city has a participatory interest, is an obligation of a 

29 political subdivision of this state for the purposes of 

30 chapters 502 and 682, and is a lawful investmer.t for banks, 

31 trust companies, building and loan associations, savings and 

32 loan associations, investment companies, insurance companies, 

33 insurance associations, executors, guardians, trustees, and 

34 any other fiduciaries responsible for the investment of funds. 

35 EXPLANATION 
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1 Sections 1, 5, and 9 authorize counties and cities to enter 

2 into loan agreements to borrow money, and req~ire them to 

3 follow the appropriate hearing or election requirements foe 

4 bonds before entering into the loan agreements. 

5 Sections 2 and 6 authorize counties and c:ties to issue 

6 bonds for economic development purposes, to acquire, rescore .. 

7 or demolish abandoned, dilapidated, or dangerous buildings, or 

8 to abate a nuisance. Counties are authorized to provide for 

9 housing acquisition, restoration, demolition, or other 

10 purposes under chapter 403A. 

11 Sections 3 and 7 allow county and city bonds to be i~s~ed 

12 (subject to referendum requirements) for any necessary public 

13 purpose. 

14 Sections 4 and 8 amend the definition of "cost" of a 

15 project to allow bond proceeds to be used to pay the interest 

16 during construction. 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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1 Section 1. Section 331.402, Code 1987, is amended by 

2 adding the following new subsection: 

3 NEW SUBSECTION. 3. A county may enter into loan 

4 agreements to borrow money for any public purpose in 

5 accordance with the terms and procedures set forth in section 

6 384.24A, and the references in that subsection to cities are 

7 applicable to counties, the reference to section 384.25 is 

8 applicable to section 331.443, and the references to the 

9 council are applicable to the board. 

10 Sec. 2. Section 331.441, subsection 2, paragraph b, Code 

11 1987, is amended by adding the following new subparagraphs: 

12 NEW SUBPARAGRAPH. (9) Any purpose which is necessary for 

13 the economic development of the county. 

14 NEW SUBPARAGRAPH. (10) The acquisition, restoration, or 

15 demolition of abandoned, dilapidated, or dangerous buildings, 

16 structures, or properties or the abatement of a nuisance. 

17 NEW SUBPARAGRAPH. (11) The creation or replenishment of a 

18 fund to provide for housing acquisition, restoration, or 

19 demolition, or other purposes authorized under chapter 403A. 

20 Sec. 3. Section 331.441. subsection 2. paragraph c, 

21 subparagraph (11), Code 1987, is amended to read as follows: 

22 (11) Any other ~~eiiie±e~-er-im~re~emenes purpose whiCh 

23 ~re is necessary for the operation of the county or the health 

24 and welfare of its citizens. 

25 Sec. 4. Section 331.441, subsection 3. Code 1987, is 

26 amended to read as follows: 
.' 

27 3. The "cost" of any a project for an essential county 

28 purpose or general county purpose includes construction 

29 contracts and the cost of,engineerin~.architectural. 

30 

31 

technical, and legal services, preliminary reports, property 

valuations, 

32 acquisition 

estimates, plans, specifications, notices. 

of real and personal property. consequential 

33 damages or costs, easements, rights of way. supervision, 

34 inspection, testing. publications. printing and sale of bonds. 

35 interest during the period or estimated period of construct~on 
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1 and for twelve months thereafter or for twelve months after 

2 the acquisition date, and provisions for contingencies. 

3 Sec. 5. Section 384.4, Code 1987, is amended by adding the 
4 following new subsection: 

5 NEW SUBSECTION. 4. Payments required to be made from the 

6 debt service fund under a loan agreement. 

7 Sec. 6. Section 384.24, subsection 3, Code 1987, is 

8 amended by adding the following new lettered paragraphs: 

9 NEW LETTERED PARAGRAPH. t. The acquisition, restoration, 

10 or demolition of abandoned, dilapidated, or dangerous 

11 buildings, structures, or properties or the abatement of a 

12 nuisance as provided in section 364.12, subsection 3. 

13 NEW LETTERED PARAGRAPH. u. Any purpose which is necessary 
14 for the economic development of the city. 

15 Sec. 7. Section 384.24, subsection 4, paragraph ~, Code 

16 1987, is amended to read as follows: 

17 i. Any other rae~%i~ies-or-±m~ro~eme"~s purpose which are 
18 is necessary for the operation of the city or the health and 

19 welfare of its citizens. 

20 Sec. 8. Section 384.24, subsection 5, Code 1987, is 

21 amended to read as follows: 

22 5. The "cost" of a"y ~ project for an essential corporate 

23 purpose or general corporate purpose includes construction 

24 contracts and the cost of engineering, architectural, 

25 technical, and legal services, preliminary reports, property 

26 valuations, estimates, plans, specifications, notices, 

27 acquisition of real and personal property, consequential 

28 damages or costs, easements, rights of way, supervision, 

29 inspection, testing, publications, printing and sale of bonds, 

30 interest during the period or estimated period of construction 

31 and for twelve months thereafter or for twelve months after 

32 the acquisition date, and provisions for contingencies. 

33 Sec. 9. NEW SECTION. 384.24A LOAN AGREEMENTS. 

1It 34 A city may enter into loan agreements to borrow money for 

35 any public purpose in accordance with the following terms and 
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1 procedures: 

2 1. A loan agreement entered into by a city may contain 

3 provisions similar to those sometimes found in loan agreements 

4 between private parties, including the issuance of notes to 

5 evidence its obligations. 

6 2. A provision of a loan agreement which stipulates that a 

7 portion of the payments be applied as interest is subject to 

8 chapter 74A. Other laws relating to interest rates do not 

9 apply. 

10 3. The governing body shall follow substantially the same 

11 authorization procedure required for the issuance of general 

12 obligation bonds issued for the same purpose, to authorize a 

13 loan agreement made payable from the debt service fund, or to 

14 authorize any loan agreement which would result in the total 

15 of scheduled annual payments of principal or interest or both 

16 principal and interest of the city due from the general fund 

17 of the city in any future year with respect to all loan 

18 agreements in force on the date of the authorization, to 

19 exceed ten percent o~ the last certified general fund budget 

20 amount. In all other cases, the governing body shall follow 

21 substantially the same authorization procedures required for 

22 the issuance of general obligation bonds as set out in section 

23 384.25. Chapter 75 is not applicable. A city utility is a 

24 separate entity under this section whether it is governed by 

25 the councilor another governing body. 

26 4. A loan agreement to which a city is a party or in which 

27 a city has a participatory interest, is an obligation of a 

28 political subdivision of this state for the purposes of 

29 chapters 502 and 682, and is a lawful investment for banks, 

30 trust companies, building and loan associations, savings and 

31 loan associations, investment companies, insurance companies, 

32 insurance associations, executors, guardians, trustees, and 

33 any other fiduciaries responsible for the investment of funds. 

• 

• 

34 EXPLANATION • 

35 Sections 1, 5, and 9 authorize counties and cities to enter 
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~ 1 into loan agreements to borrow money, and require them to 

2 follow the appropriate hearing or election requirements for 

3 bonds before entering into the loan agreements. 

4 Sections 2 and 6 authorize counties and cities to issue 

5 bonds for economic development purposes, to acquire, restore, 

6 or demolish abandoned, dilapidated, or dangerous buildings, or 

7 to abate a nuisance. Counties are authorized to provide for 

8 housing acquisition, restoration, demolition, or other 

9 purposes under chapter 403A. 

10 Sections 3 and 7 allow county and city bonds to be issued 

11 (subject to referendum requirements) for any necessary public 

12 purpose. 

13 Sections 4 and 8 amend the definition of "cost" of a 

14 project to allow bond proceeds to be used to pay the interest 

15 during construction. 

16 

17 
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HOUSE rILE 523 

AN ACT 
R&LATI~G TO THE FINANCIAL AUTHORITY OF POLITICAL SUBDIVISIONS 

B'i ;.r;THORIZlNG LOAn AGREEJo1EN1'S. THE ISSUANCE OF BONDS FOR 

AOD:TIONAL PURPOSES, AND 7HE PAVMENT OF INT~RES"l' FROM BOND 

PRCX::EDS. 

BE IT ~NAC"l'ED BY THE GENERAL ~SSEM8LV or THE ST~~E OF IOWA: 

Section 1. Section 331.402. Code 1987. is amended by 

addinq the following new subsection: 
~£W SUBSECTION. 3. A county ruy enter into lean 

agreements to borrov money for any public purpose in 
Accord~nce with the ter~s and procedures set forth in section 
3B4.24A. and the reeerences in that subsection to cities are 
applicable to counties. the reference to section )84.25 is 
clpplic~ble to section 331.~43, and the references to the 

council are applicable to the board. 
Sec. 2. Section 331.441, subsection 2. paragraph b. Code 

1987, is amended by adding the tollo~ing new subparagraphs: 
NE'". SUBPA~~. (9) The acquisition, restoration. or 

de~olition of abandoned. dilapidated. or dangerous buildings, 

structures or properties or the abatament of a nuisance. 
NEW SUBPARAGRAPH. (lO) The establish~ent or fundi.ng of 

pro9ra~s to provide for or assist in providing tor the 
acquisi.tion. restoration. or dec::-.olition of housing, or for 

other ~urposcs as may be authori~ed under chapt~r 40JA. 
Sec. 3. Section 331.441. subsection 2. paragraph c. 

subparaqraph ill}, Code 1987, is anended to read as follows: 
(11) Any other ~sei: ~ i He~-ot'-tll'\p:,o¥f'!Ja~rlt:s E..,-!.t.E.£!..t::: which 

ere .~~ :'\ccessary for the opera':.ion of the county or the health 

dnd ~e~fare ot its citi,ens. 
Sec. 4. Section 331.4H, suoscction J. ("ec(o :.967. l!'!o 

";:"I~ntlc"; to r .... ad as follo .... '!>: 

House rile 523. p. 2 

3. The "cost" of s"l' ~ project for an essential county 

purpose or general county purpose includes construction 
contracts and the cost of engineerinq, architectural. 
technical. and legal services. preliminary reports. property 
valuations. estimates. plans. specifications, notices, 
acquisition of real and personal property, consequential 
damaqes or costs, easements. rights of way. supervision, 
inspection, testing, publications, printing and sale of bonds. 
interest d_l!_c:~.~~_~od or estira~ed period _of construction 
and for twel~e months th~_~eafter or for twelve JTlOn~hs after 
the acquisition date. and provisions for contingencies. 

Sec. 5. Section 384.4, Code 1987. is amended by adding the 

following ne.., 9ubsect ion: 
~£W SUBSECTI~~. 4. Paynents required to be ~ade from the 

debt service fund under a loan agreement. 
Sec. &. Section 384.24, subsection J. Code 19B1, is 

amended by addinq the following new lettered paragraphs: 
N£W . .!o_~TEf!~ ?AR~~~. t. "The acquisition. restoration, 

or demolition of abandoned. dilapidated, or dangerous 
build.ngs, structures or properties or the abatement of a 

nuisance. 
N£:"rI I.ET"l'EhF.D PARACl.RAPH. u. The establishment or funding 

of programs to p~ovide for or assist in providing for the 
acquisition. restoratioll, or demolition of housing. or for 
oth~r purposes a5 nay he authorized under chapter ~03A. 

Sec. 7. Section 384.24. subsection 4, paraqraph i, Code 

1987, is arrended to read as follows: 
i. Any other fseHi:b~s-ot"·-;"'J)!·c.,e~e"t~ ~.P2.!!.! \o'hich are 

is necessary for the operation or the city or the health and 

vel fare of its citizen5_ 
Sec. 8. Section 3B4_24, su~section S. Code 1987. 15 

ame~ded to read as fcl1o~s: 
S. The "cost" of tiny ~ project for 3n essential corporate 

puq:ose or general corporate purpose includes construction 
contracts and the cost of enq1~c~rin9. architectural. 

J: 
." 
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t~ch~ic~l. a~d leqa: services, pr~li~inary repor:s, property 

valu.lt:':ns, e,;:;lt:l.\I;P.S, plans, s;~cifications, :lotices, 

acquls~:~on ot real dnd personal property, consequentia~ 

da~a~es ~r costs. eaS~~~~:3. rights of way, supervlslo~, 

in~pec:~~n, testi~g. p~blica:io~s, printing and sale of b~~d5, 

~ n t l~ ~ !:~::""E:!: !}. ~~ _.!.!.:.!......£..e r i_oj-_~!._ c:. ~ ~..i_rn~.~ ~~_ .e~. z:..~£it.o. t . . _c;:pns t : c ~~ n 

and f c.!_r .. ~:,:!e 1 ve ... ::-:on~ hs _~ h~ ~'?.<!..!..t::....e...£...9~~Q.!_J: . .:'e 1 v.!Lmonths a ( ..!.e_~ 

~!!.e: ~cguisit!...o_n Co,lte, 3nd I'rovisions tor contingenci.es. 

S~C. 9. ~!"::,·_.~.}-;C;:~'!'9..:~. 384. HA LOAN AGR[EJ.IJ:~-H"S. 

A city !'lay enter into loan agrer-mcnts to borrow r..oney for 

any p',Jb~ic purpose in accordance with the follo..,:r.g terrt".s .Jr.d 

procedures: 

1. A loan 8qtee~ent entered into by a city may contain 

provis;ons similar to those sonetirne5 found in loa:'l agrep.r.te:".ts 

between private partie9. including the issudnce of notes to 

evidence its obliqatlons. 

2. A provision of a loan aqree~ent which stipulates that a 

portion of the paYIi"·ents be appli~d as interest is subject to 

chapter 74A. Othe:- laws relatinq to interest rates do not 

appl y. 

). rhe qovcrning body shall folIo .... substantially the S<3r.e 

authorizatio~ procedur~ required for the issuance of qeneral 

obligation bonds issued for tne sarne purpose. to authorize a 

loan ,lqree:-cr.t made paj'ahle from the debt service fund, or to 

authorize any loan aqreerr.ent .... hich would result in the total 

of scheduled annuai pa~ments of principal or interest or ~cth 

pri~cipal ~nd i~teresl of the city due fron the qenpral fund 

of U1C city in an.,· future year .... iltl respect to ali. loan 

agreoer.er:t9 in forc~ on the date of the authorilation, to 

exceed len percen: of the last certified general fund budge: 

ac.ount. In all other cases, the governing body shall follc'oJ 

substantia~ly the S.lne .lulhoriz,nion procedures :cquircd fo~ 

t.ho? i!;suanc(> of gt!neral obligatlor. bonds dS set out til sect.or. 

38LLS. Cha;)t~c -:"5 lS r.ot app:ic"bl~. 1\ city u.llity i.s <l 

sepcl~a:(> ~~~I:y ~nder :~is sec:ior: whethet it i5 governed ~y 

t.h.~ COII.~."':~~ ()r clW';'::-'Ct r,cvprnlrlq boe,. 

--

Iiouse f~le S2}. p. 

4. A loar. agreert.t~!"lt to ~·r.ich a city ~S.l party or 1n 'othich 

a city ."a$ a pac:lcLpd'::.);"y ;';-.tere:;t, :5 a:: ct:lic;atior. of a 

~ollt:ca~ SUbdivision of this state for the p~rpcsc9 of 

chaptetS S02 and ~82. and .s a lawfu: invest~erll for banks, 

trust CC::'lP.!l!\.i~s, buildinG a~d 103n assc:i,ltio~s, sa .... i.nqs and 

loan associations, ir.vestm~nl co~p4nie~. lnSurancp. companies. 

Lnsur~nc~ associations. exccutors. guardians. trustee~. and 

any ot.her fLduciaries resp<·>f~sLble (or the in .... estnent of funds. 

DO~ALD D. AY£NSON 

Speaker of the House 

JO ANN ZIMMERMAN 
President of the Senate 

I hereby c~rtify that this bill oriqinated in the Rouse and 

is known as Bouse File 523, Seventy-second General Assembly. 

Ap?<oved ~Lj_ 
---------_ .. 
TZR~Y E. BRANSTAD 

Go .... ernor 

JOSEPH O' HERN 

Chief Clerk of the House 
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