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Vote: Ayes Jg Nays . Vote: Ayes G4 Nays O

approved W b 1990

A BILL FOR

1 An Act relating to targeted small businesses, and imposing

2 penalties.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

SENATE FILE 2274

S-5092
1 Amend Senate File 2274 as follows:
2 i. Page 7, lines 11 and 12, by striking the words
3 nspecticns and appeals” and :inserting the foliowing:
4 eLonom’c develoonen“".
5 2. Page 7, tine 13, by striking the words
6 "inspections and appeals" and lnserting the following:
7 "economic develcpment”,

By COMMITTEEZ ON SMALIL BUSINESS
AND ECONOMIC DEVELOPMENT
LZONARD BOSWELL, Chairperson

2 ILED FEBRUARY 14, 1990

5-509
(oA i 3 (F /e

SENATE FILE 2274
S$-5168
1 Amend Senate File 2274 as follows:
2 i. Page 5, line 32, by striking the word “"three"
3 and inserting the following: “ten".
4 2. Page 6, line 10, by striking the word "three"
5 and inserting the followlng "ten".
By BEVERLY A. HANNON
MIKE CONNOLLY
TOM MANN, JR.

S-5168 FILED FEBRUARY 21, 19%0
/7;.1':-;-,&;' \.Dfxr e Vs
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1 Section 1. Secticn 12.44, unnumbered paragraph 1, Coce
2 198%, is amended to read as follows:
i 3 Agencies of state government shall be required to waive thne
d requirement of satisfaction or performance bonds tor targeted
smail businesses which are able Lo cemenstrate the inabiliity

of securing such a bornd because of a lack ¢f experience, lack

5
6
7 of net worth, or lack @f capital. This waliver shall not apply
8 to businesses with a record of repeated faiiure cf substantial
9 performance or material breach of contract in pricr

0 circumstances. The waiver shall be applied only tc a proiecst

11 or individual transaction amounting to fifty thousand dollars

L2 or less, notwithstanding section 573.2. In order to qua:ify,

13 the targeted small business shall vprovide written evidence “¢

14 the department of inspections and appeals tnat the bend would

15 otherwise be denied the business. The granting of the waiver

16 shall in no way relieve the business from its contractual

17 obligations and shall not preclude the state agency from

18 pursuing any remedies under law upon default or breach of

19 cecntracet.

20 Section 2. Secticon 15.102, subsection 5, Code 1989, 1is

21 amended tc read as follows:
22 5. "Targeted small busliness" means a small business wnich
23 135 [ifty-one percent or wore owned, operated, and actively

24 managed by one or more women or minority perscns, provided the

25 business meets all cf the following reguirements:

25 1, {5 located in this state.

27 2. Is operated for profit.

Z8 3. Has twenty or fewer full-time equivalent empioyees.
2% 4. Has an annuai gross income of iess than thres million
20 gcliars compuced as ar average ¢f the three nreceding fiscal
31 years.

32 PARAGRAPE DIVIDED., As used 1n this subsection. "mingrizy
35 person” means an individual whe is & Black, fHispanic, asian or
34 Pacific Islander, or American indian or Alaskan nauive.

45 Sec. 3. Sectien 15.108, subsection 7, paragrach ¢. Cods
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Supplement 1989, is amended to read as follows:

c. Aid tm for the development and implementation of the
Iowa targeted small business procurement Act established in
sections 73.15 through 73.21 and the targeted small business
financial assistance program established in section 15.247.
The duties of the director under :this paragraph include the
following:

{1y The director, in conjunction with the director of the
department of management, shall publicize the procurement set-
asrde goal program te for targeted small businesses and o
agencies of state government, attempt to locate targeted smail
businesses able to perform set-astde-awazds contracis, and
encourage program participation. The director may request the
cooperation of the department of general services, the
department of transportation, the state board of regents, or
any other agency of state government 1in publicizing this
program.

{2) The director, in conjuinczion with the direczcr of thre
department of management, shall publicize the financ:ial
assistance program established 1n secticn 15.247 to targeted
small businesses.

{3) When the director determines, or is nctified by :h
head of ancther agency of state government, trhat a targeted
small business is unable tc perform a procurement set-asrde
awards contract, the director shall assist the small business
1n attempting to remedy the causes of the inability to
perform. In assisting the small business, the director may
use any management or firnancial assistance pragrams available
through state cor governmental agencies or private sources.

(4) The director, in conjunciion with the director <of the

n

departinent of management and jointiy wiltn the unliversities

a
P

under the risdiction of the state doard 9Qf regents, Lhe area
community ccileges, and thne area vscational schools, shall
develop and make avai.able in a2ll areas of the

to offer and deliver concentrated, 1n-depth advice ard

-J-
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services t¢c assist targeted small businesses. The advice and
services shall extend tc all areas of business managemeni in
its practical applicaticn, inciuding but not limited to
accounting, englneering, drafting, grant writing, obtaining
financing, locating bond markets, market analvsis, and
projections of profit and loss.

(5) The director shall submit ar annual report tc the
governor and the general assembly relating progress toward
realizing the goals and objectives of the procurement se&-
aside goal program ard the financial assistance program
established in secticn 15.247 during the preceding fiscal
year. The director ¢f the department <f management shall
assist in compiling the data toc be included in the repocrt.
The report shall include the following information:

{a) The toral dellar value and number of potential set-

astde-awards targeted small business procurement contracts

identi1fied and the percentage of total state procurements this
refiects.
(b} The total doliar value and number of set-aside

procurement contracts awarded to¢ targeted small businesses

with approprilate desigration as to the total number and value

of set-astde contracts awarded to each certifled targeted

small business, and the percentaces of the total state
procurements the figures of total dellar value ard tre number

of aser-astdes targeted small business contracts reflects.

1 ” . .
(¢} The number of contracts which were designated ard-aet

astde to satisfy targeted small business procurement goals

established pursuant to sections 73.15 through 73.21, but

which were not awarded to a targeted small business, the
estimated total dollar value of tnese awards, the lowest offer
or bid on each of these awards made by the small business and
the price at which these contracts were awarded pursuant to
the normal procurement procedures,

(d) The efforts undertaken Lo identify targeted small

businesses and t¢ publicize and encourage participation in the

_..3_.
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set-as+de procurement goal and loan guarantee programs during

the preceding year.
(e} The efforts undertaken to develop technical assistance
programs and to remedy the inability of targeted small

businesses to perform on potential set-asrdes procurement

contracts.

(f) Information about the number of applicaticns received
and processed by the Iowa finance authority under the loan
guarantee program, the value of loans guaranteed, and follow-
up information on targeted small businesses which have been
awarded loan guarantees.

{g) The director's recommendations for strengthening the

ses-ses+de procurement goal prcogram and delivery of services to

targeted small businesses. The directcr of the cepartment of
management shall provide recommendations to the director
regarding strengthening contract compliliance activities by
state agenciles,

{(h) ‘The department of general services, the departiment of
transportation, the state board of regents, and ail other
agencies of state governmen: shall provide all relevan:
informat:ion requested by the director for the preparation of
the annuai report.

Sec. 4. Section 1%.247, subsecticn 2, Code Supplement
1989, is amended to read as follows:

2. The department shall establish, contingent upon the
avallability of funds authorized for che program, a targeted
small business financial assistance preogram, to prcvide for

loans, loan guarantees, revolving lcans, loans secured by

accounts receivable, or grants (o targeted small businesses.

A targeted small business in any year shall receive under tnis
program not more than twenty-five thousandéd dollars in a loan
or grant, and not more than forty thousand dollars in a
guarantee, or a combination of loans, grancts, or guarantees.
The program shall provide guarantees not to exceed seventy-

five percent for loans made by qualified ienders. The
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department shall establisk a financial assistance reserve
account from funds provided for this program, from which any
default on a guaranteed lcoan under this secticn shall be paid.
In administering the prcegram the department shall not
guarantee loan values 1n excess cof the amount credized te the
reserve account and only moneys set aside in the lcan reserve
account may be used for the payment of a default.

Sec. 5. Section 15.264, subsection 8, paragraph ¢, Code
1989, 1s anmended to read as folliows:

c. Ensure that the lcans guaranteed under this part are
disbursed and utilized in accordance with the targe
business set-as:ide-reguirements procurement goais of
73..5 through 73.21.

Sec. 6. Secticn 73,16, subsections 1 and 2, Code 1989, are

amended tc read as fcllows:

1. Every agency, department, commission, board, committee,
of ficer or other governing body of the state shall purchase
goods and services supplied by small businesses and targeted
small businesses in lowa. In addition to the other previsions

of this section relating to set-asides procurement contracts

for targeted small busiresses, all purchasing authorities
shall assure that a proportionate share of small businesses
and targeted small businesses identified under the uniform
small business vendor application program of the department cf
economic development are given the oppeortunity to bid on ail
soiicitations issued by agencies and departments of state
government.,

2. The director of each agency or department of state
government having purchasing authority shall designate-and-aes

astrde-for-awardrng-to establish a procurement goa: from

certified targeted small businesses identified pursuan:t to
secticn LOA.104, subsecticn 8, of at least #we three percentsy
and-shoutd-set-a-goat-of-up-to-ten-pereents of the value of
anticipated procurements of goods and services, inciuding

construction, but not including utility services, each fiscal
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year. The director of each department and agency of state
government shall cooperate with the director of the department
of 1nspections and appeals, the director ¢f the department of
economic development, and the director of the department of
management and do ail acts necessary to carry out the
provisions of this division.

A merged area schooi, area education agency, or schocl

district shall establish a procurement goal from certified

targeted smali businesses, identifled pursuant to section

10A.104, subsection 8, of at east three percent of the value

of anticipated procurements of goods and services inciuding

construction, but not including utility services, each fiscatl

year.,
Sec. 7. Section 73.17, Code 1985, is amended to read as

follows:

73.17 TARGETED SMALL BUSINESS SE®-ASiBE PROCUREMENT GOALS
-- PRELIMINARY PROCEDURES.

Quarterly tre directer of each agency and department of

state government shall review the agency's or department's
anticipated purchasing requirements. The dlirectors shall
notify the director ¢f the department of econcmic development
of their anticipated purchases and recommended 3set-as:ides

procurements with unit quantities and total costs for

procurement contracts designated to satisfy the targeted smail

business procurement goal not later than August 15 of each

fiscal year and quarterly thereafter. The directors nay
divide the procurements so designated 1nto contract award
units of economically feasible production runs to facilitate
offers or bids from targeted small businesses. 1In designating

set-asrde procurements intended to satisfy the targeted smali

business procurement goal, the directors may vary the inc.uded

procurements so that a varietv of goods and services produced
by different targeted small businesses may be set-aside
procured each year. The director of the department cf

economic development, in conjunction with rhe director of the
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department of management, shall review the information
submitted and may require modifications frem the agencies and
departments.

Sec. 8. Section 73.18, Cocde 1989, is amended tc read as
toliows:

73.18 NOTICE OF SOLICITATION FOR BIDS -- IDENTIFICATION OF
TARGETED SMALL BUSINESSES.

The director of each agency or cdepartment releasing a
solicitation for bids c¢r request for proposal under the set-
astde targeted small business procurement goal program shall

notify the director of the department of inspections and
appeals prior to or upon release of the selicitaticon. The
director cof the department of inspecticns and appeals shall
notify the soliciting agency or department of any targezed
small businesses which have been certified pursuant to section
10A.104, subsection 8, and which may be qualified to bid.

Sec. 9. Sectinn 73.19, Code 1989, is amended to read as
tolicws:

73.19 NEGOTIATED PRICE OR BID CONTRACT.

In awarding a contract under the targeted small bus:iness

seb-perde procurement geoal program, a director of an agency or
L g prog

department having purchasing authority may use either a
negotiated price or bid contract precedure. %Fhe-amsant-of-an
award-shali-net-exceed-by-mere-than-£rye-percent-thas
directoris-estimated-price-£for-the-gecda-or—servicea-s£-rhey
were-to-be-purchased-on-the-open-market-sr-under-the
cempetttive-bidding-procedurez-af-any-provistons-of-taw-oe
rutes-retating-to~comperttive-bitdding-proceduress;-and-notc

undér-this-set-astde-programr A director of an agency or

department using a negotiated contract shall consider any

targeted small business engaged in that business. The

director of the department of economic develcpment or the
director of the department ¢f management may assist in the
negotiatiocn of a contract price under this section. Surety

bonds guaranteed by the United States small business
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administration are acceptable security for a construction
award under this section.

Sec. 10. Section 73.20, Code 1989, is amended to read as
follows:

73.20 DETERMINATION OF ABILITY TO PERFORM.

to the targeted small business procurement goal program,

purchasing authority shall evaluate whether the targeted small
business scheduled to receive the award is able to perform the
aet-asrde contract. This determination shall include
consideration of production and firancial capacity and
technical competence. If the purchasing authority determines
that the targeted smail business may be unable to perfcrm, the
director of the department of econcmic development shal: ve
notified and shall assist the targeted small business pursuant
to section 15.108, subsection 7, paragraph "c", subparagraph
(3). "

Sec. 11. Section 73.2%, Code 1989, 1s amended to read as
foilows:

73.2Y OTHER PROCUREMENT PROCEDURES.

All laws and rules pertaining to solicitations, bid
evaluations, contract awards, and other procurement matters
apply to procurement set-asides contracts for targeted small
businesses to the extent there is no cenflict. If this
division conflicts with other laws or rules, then this
division governs.

Sec. 12. Section 714.8, Code 1989, is amended by adding
the following new subsection:

NEW SUBSECTION. 13. FPRAUDULENT PRACTICES IN CONNECTION
WITH TARGETED SMALL BUSINESS PROGRAMS,

a. Knowingly transfers or assigns assets, cwnership, or
equitable interest 1n property of a business tc a woman or
minority person primarily for the purpose of obtainiug
benefits under targeted small busiress programs 1f the

transferor would otherwise not be gualified for such programs.

_8_
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b. Solicits and is awarded a state contract con behalf cof a
targeted small business for the purpcse of transferring the
contract to another for a percentage if the person
transferring or intending to transfer the work had no
intention c¢f performing the work.

c. Knowingly falsifying information on an application for
the purpose of obtaining benefits under targeted smaill
business programs.

A violation under this subsection is grounds for
decertification of the targeted small business connected with
the violation. Decertification shall be in addition to any
penalty otherwise authorized by this section.

EXPLANATION

This bil: alters the targeted small business set-aside
program into a goal oriented program in an attempt to conform
with the United States Supreme Court decision in City of

Richmend v. C. A. Croscn Co. The current law contains a

mandatory 2 percent set-aside with a 10 percent goal. The
proposed revision would convert the program to a 3 percent
goal. The goal program wouid be extended to merged area
schools, area education agencies, and school districts. The
requirements for becoming a certified targeted small business
are expanded by the bill. The business must be located in
ITowa, operated for profit, must have 20 or fewer fuil-time
employees, and must have an annual average gross income of
less than $3,000,000. The bill imposes new penalties for
fraudulent practices in obtaining certification as a targeted
small busiress or in the award of a targeted small business
procurement contract under the revised geoal program. Current
financial assistance for targeted small businesses is expanded
to permit revolving loans and loans secured by accounts
receivable. Current provisions permitting the waiver of bond
requirements on public projects are expanded by including in
addition to lack of experience, two new bases for assistance,

lack of net worth and lack of capital.

_9_
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SENATE FILE 2274
FISCAL NOTE

for Senate File 2274 is nereby submitted purscaat to Joinl Rule

to members of the Legisiature upon request.

Senate F:le 2274 alters the tarzeted small business set-aside program into a
goal orientec program. Irn order to conform with the U.S. Supreme Cours
decisicn In Cigy of Richmornd v. J.A. Croson Co., the 3ill changes the current
mandatory 2 opercent set-aside «ith a :0 percent goa. to 3 percent goal. The
g0zl program would be extended to merged area schools, area educat:on agencies,
ard schsol districts.

The Bill expands the requirements for becoming a targeted small business. A
husiness must be l1located in Iowa, operated for profi:z, must have 20 or fewer
full-time employees, and must have an annual average gross income of less than
$3,000,000.

The Bill imposes new penalties for fraudulent practices in obtaining
certifications as a targeted small business or in the award of a targeted smail
business procuremeni contracrts.

ASSUMPTIONS:

~
s

1. Cost estimates are based on the recommendations of the Task
commissioned by the Iowa Department of Management,

’
{

2. Additiornal costs to county or local governments may result due to proposed
changes in the bond waiver provisions. The costs estimates cannot be
determined.

FISCAL IMPACT:

FY 1990 FY 1991 FY 1992
Ceneral Fund Revenue $ 47,692 $185,000 $185,000
Expenditure:
Salarias $ 40,292 $102,092% 5102,207*
Support 7,400 82,908 82,793
Total S 47,692 $185,000 $185,000

FTE positions,

“The saiary estimates include sa.aries for 2
staf

00 additionai
Curventiv, shere 15 cpily 1.00 Suil-time a

ssigned for this Program.
£6SEcB27 3DgpdMYRent of Economic DJeveiopment

"JLED FEBRUARY 16, 1990 BY DENNIS PRCUTY, FISCAL DIRE ~
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BY HUTCHINS and HULTMAN

{AS AMENDED AND PASSED BY THE SENATE MARCH .9, 1390)
- New Language by the Senate

Passed Senate, Date &49/$a(;4%4f) Passed House, Date 3£2£{g¢gé_“¢b?)

Vote: Ayes 4§ Nays 4 Vote: Ayes 9z Navs o
dpproved /b, ¢ ¢ /970

A BiLL FOR

An Act relating to targeted small businesses, and imposing
penalties.
BE IT EINACTED BY THE GENERAL ASSIMBLY OF TEE STATE OF IGWA:
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Sect:ion 1. Sect.on 12.44, unnumbered paragraph 1.,

1889, is amended to read as follows:

Agencies of state government shaii be required to walve the
reguirement of satisfaction or performance bonds for targeted
small businesses which are able to demonstrate the inability
of securing such a bond because of a lack of experience, lack

of net worth, cr lack of capital. This waiver snall nct apply

to businesses with a record of repeated failure of substantial
performance or material breach of contract in prior
circumstances. The waiver shall be appiied only to a project
or individual transaction amounting to fifty thousand dollars
cr less, notwithstanding section 573.2. In order to gualify,
the targeted small business shall provide written evidence to
the department of inspections and appeals that the bond would
otherwise be denied the business. The granting of the waiver
shall in no way relieve the pusiness from its contractual
obligations and shall not preciude the state agency Zrom
pursuing any remedies under law upon default cor breach cf
contraces.

Section 2. Section 15.102, subsection 5, Code 1983, is
amended to read as follows:

5. M"Targeted smail business" means a smail busiress which
is fifty-one percent or more owned, cperated, and actively

managed by one or more woren Or minority persons, orovided the

business meets all of the following requirements;:

1. Ls iocated }n this state.

Is operated Ifor profit.
I

2.
3. das twenty or fewer
4.

cll-cime equivalent employees.
c

Has an annual grecss income of less than three million

dolliars computed as an average of the three preceding fisca

years.
PARAGRAPH DIVIDED. As used in this subsection, "minority

person" means an individeal who is & 3lack, Hispanic, Asiar or
Pacific Isiander, or American Indian or Alaskan native.

Sec. 3. Section 15.108, subsection 7, paragraph ¢, Code
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Supplement 1985, 1s amended to read as follows:
c. Aid tn for the development and implementation ot the

by

established 1n

(T

Icwa targeted small business procurement Ac
sections 73.15 through 73.21 and the targeted small business
financial assistance program established in section 15.247.
The duties of the director under this paragrapn include the
following:

{1) The director, in conjunction with the director of the
department of management, shall publiclze the procurement set-
astde goal program te {or targeted small businesses and to
agencies of state government, attempt to locate targeted small
busiresses abie to perform set-assde-awards contracts, and
encourage program participation. The director may reguest the
cooperation of the department of generai services, the
department of transportaticn, the state board of regents, or
any other agency of state government in publicizing tnis
program.

(2) The director, in conjunction with the director of the
department cf management, shall publicize the tinanclial
assistance program established in section 15,247 to targeted
small businesses.

(3) Wnen the director determines, or is notified by the
nead of ancther agency of state government, that a targeted
small business is unabie to perform a procurement sec-asz:sde

awards contract, the director shail assist the small business

0

in attempting to remedy the causes of the inability €
perform. In assisting the small business, the director may
use any management cr flnancial assistance programs available
through state or governmental agencies or oprivate sources.

(4) The director, in confunction with the director of the
depariment cf management and jointly with the universities
under the jurisdiction of the state board of regents, the area

<

community colleces, and tne area vocational sc
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services to assist targeted small businesses. The advice and
services shall extend to all areas of business management in
1ts practical application, including bui not limited to
accounting, engineering, drafting, grant writlng, obtaining
financing, Lccating bond markets, market analiysis, and
projections of prefit and less.

{95) The director shall submit an annual report to the
governcr and the general assembly relating progress toward
realizing the goals and cbjectives of the procurement see-
astde goa. program and the financial assistance program
established 1n section 15.247 during the preceding fiscal
vear. The director of the department ©f maragement shall
assist in compiiing the data to be included in the report.
The report shall include the following information:

{a) The total dollar valiue and number of potential set-

astde-awards tarqgeted small business procurement contracts

identified and the percentage c¢f total state procurements this
teflects.
{b) The total dollar vaiue and number of set-astde

procurement contracts awarded to targeted small businesses

with appropriate designation as to the tctal numper anc value

of sa=-gside contracts awarded to each cerzified targeted

small business, and the percentages of the total state
procurements the figures of total dollar vaiue and the number

of zer-asides targeted small business contracts reflects.

{c) The number of contracts which were designated and-set

asrde tO satisfy targeted smali business procurement goals

established pursuant to sectlons 73.15 tarougih 73.2i, but

which were not awarcded tc a targeted small business, the
estimated total dollar value of these awards, the lowest cffer
or bid on each of these awards made by the small business and
the price at wnicn these contracts were awardecd pursiant to
the normal procurement prccedures.

(d}) The efforts undertaken to identify targeted small

businesses and to publicize and encourage participation 1n the

-3-
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set-asrde prccurement goal and lcan guarantee programs Guring

the preceding year.
{e} The efforts undertaken to develop technical assistance
programs and tc remedy the inability of targeted small

busiresses to perform on potential se&-aatdes procurenentg

centraces.

(f} Information about the number of applicaticns received
and processed by the Icwa finance authority uander the 1can
guarantee program, the value <f lcans guaranteed, and fcllow-
up information on targeted small businesses which have been
awarded loan guarantees.

(g) The director's recommendations for strengthening the

2et-aside procurement goal program and delivery of services to

targeted small businesses. The director of the devartment of
management shall provide recommendations to the director
regarding strengthening contract compliance activities by
State agencies,.

{t) The devartment of gereral services, the department of
transportation, the state boa:d of regents, and all other
agencies of state government shall provide all relevant
information requested by the director for the preparation of
the annual reporc.

Sec. 4. Section 15.247, suosection 2, Code Supplenment
1989, s amended tc read as folilows:

2. The department shail establish, conting
availability of funds autherized £
small business financial assistance program, t

loans, loan guarantees, revoiving loans, .oans secured by

accounts receivable, or grants :o targeted small businesses.

A targered small business in any year shall receive under tihiis
program not more than twenty-five thousandé dolliars in a2 loan
or grant, and not more than forty thousand dollars in a
guarantee, or a combination of loans, grants, or guarantees.
The program shall provide guarantees not tc exceed seventy-

<ive percent for loans made by qualiflied ienders. The
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department shall es:.ablish a financial assistance reserve
account from funds provided for this program, from which any
default on a guaranteed loan under this section shall be paid.
In administering the program the department shall not
guarantee loan values in excess of the amount credited to thne
reserve account and only moneys set aside in the loan reserve
account may be used for the pavment of a default.

Sec. 5. Section 15.264, subsection 8, paragraph ¢, Code
1989, is amended to read as follows:

¢. Ensure that the lcans guaranteed under this part are
disbursed and utilized in accordance with the targeted small
business set-g3tde-reguirements procurement goals of sections
73.15 through 73.21.

Sec. 6. Section 73.16, subsections 1 and 2, Code 1989, are

amended to read as follows:

i. Every agency, department, commission, bcard, committee,
officer or other governing body of the state shall purchase
goods and services supplied by small businesses anc targeted
small businesses in Iowa. In addition to the other provisions

of this section relating to set-asides prccurement contracts

for targeted small businesses, all purchasing auchoritles
shall assure that a proportionate share of small businesses
and targeted small businesses identifiec under che uniform
smaii business vendor application program cf tne department of
econcmic cevelogpment are glven the gpportunizy o bid on all
solicitations Lssued by agencies and departments oI state
government.

2. The directzor of each agency or department of state
government having purchasing autherity shall cesignate-ané-3et

e
astde-for-awarding-+s establish a procurement goal fronm

certified targeted smail businesses identified pursuant to
section 10A.104, stbsection 8§, cf at least ewe ten percenty
——
and-zhoutd-set-a-goat-of-up-to-ten-percenty of the value of
anticipated procurements of goods and services, including

construction, but not including utility services, eacnh £iscal
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vyear. The director of each department and agency cof state
government shall cocperave with the director oI the department
of inspections and appeals, the director of the department of
economic development, and the director of the department of
management and do all acts necessary to carry oyt the
provisions of this division.

A merged area school, area education agency, 0r schoocl

district shall estabiish a procurement goai from certified

targeted small busiresses, i1dentifled pursuant to section

10A.104, subsection 8, 0f ar least ten percent of the value of

anticipated procurements cf goods and services including

construczien, but not including utility services., each fiscal

year.
Sec. 7. Section 73.17, Code 1989, is amended to read as

forlows:
73.17 TARGETED SMALL RBUSINESS SEF-ASIBE PROCUREMENT GOALS
-~ PRELIMINARY PROCEDURES.

Quarterly the director of each agency ang department of

state government shall review fthe agency's or department's
anticipated purchasing reguirements. The directors shall
netify the director of the department of economic development
of thelr anticipated purchases and reccmmended set-asides

procurements with unit guantities and to:tal costs for

]
D
1
[,_l

d
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procurement contracts designated to satisfy the tar
5
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business procurement goal not later than August

fiscal year and quarterly thereafter. The directsrs may
divide the procurements so designated into contract award
units of economically feasible production runs to facilitate
offers or bids from targeted small businesses. In designating

set-agtde procurements intended to sarisfy the targered small

business procurement gcal, the directors may vary the included

procurements s0 that a variety of goods and services produced
by different targeted small busiresses may be 3er-asida
procured each year. The director of the departmen: of

econonic develcpment, in conjunction with the direcior of the
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department of management, shall review the information
submitted and may require modifications from the agencies and
departments.

Sec. 8. Section 73.18, Code 1989, is amended to read as
follows:

73.18 NOTICE OF SOLICITATION FOR BIDS -- IDENTIFICATION OF
TARGETED SMALL BUSINESSES.

The director of each agency or department releasing a
sclicitaticn for bids or request for proposal under the set-
astde targeted small business procurement goal program shall

notify the director of the department of inspeetions-—and

appears economic development prior to or upon release of the

solicitation. The director of the department of inspections

and-appeats eccnomic development shall notify the soliciting

agency or department of any targeted small businesses which
nave peen certified pursuant to section i10A.104, subsection 8,
and which may be gualified to bid.

Sec. 9. Section 73.19, Code 1989, 1is ame:nded to read as
follcws:

73.19 NEGOTIATED PRICE OR BID CONTRACT.

In awarding a contract under the targeted smail business

set-astde procurement goal program, a director of an agency or

department having purcnasing authority may use either a
negotiated price or bid contract prccedure. Pane-ameunt-of-an
award-shall-net-exceed-by-more-than-five-percens-that
drrectoris-estimated-nrice—for-the-goods-sr-serviees—t£-they
were-to-pe-purchases-osn-cie-open-market-sr-unger-the
competitive-nrdding-procedures-of-any-provissons-ef-raw-or
rutes-reiating-to-competrerve-prddrag-procadares; —and-aot

ander-thig-set-aside-programs A director of an agency or

department using a negotiated contract shall consider any

targeted small business engaged in that business. The

director of the department of economic development or the
director of the department of management may assist in the

negotiation of a contract price under this section. Surety

-7 -
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bends guaranteed by the United States small business
administration are acceptable security for a constructicn
award under thils section.

Sec. 10. Section 73.20, Code 1389, is amencded to read as
follows:

73.20 DETERMINATION OF ABILITY TO PERFORM.

Before announcing the-set-aside a contract award pursuant

to the targeted small business procurement goal program, the

purchasing authority shall evaluate whether the targeted sma:il
business scheduied to receive the award is able to perform the
set-aside contract. This determiration shall inciude
consideration of production and financial capacity and
technical compezence. If the purchasing authority determines
that the targeted small business may be unable to perfcrm, the
director of the department of economic development shall bve
notified ané shall assist the targeted small business pursuant
to section 15.108, subsection 7, paragraph "c", subparagrapn
{3).

Sec. 1i. Section 73.21, Code 1989, is amended zo read as

follows:
73.2) OTHER PROCUREMENT PROCEDURES.
Al laws and rules pertaining to solicitatlons, bid

eva.uations, contract awards, and other procurement matters
apply to procurement set-astdes contracts for targeted small
businesses to the extent there is no conflicz. If this
division ccnflicts with other laws or rules, tnen this
division governs.,

Sec. 12. Section 714.8, Code 1989, is amended by adding
the following new subsection:

NEW SUBSECTION. 13. FRAUDULENT PRACTICES IN CONNECTION
WYTH TARGETED SMALL BUSINESS PROGRAMS.

a.

Knowingly transfers or assigns assets, ownership, or

equitablie interest in property cf a business toc a weman oOr

mincrity person primarily for tne purpose 2% obtalnln

«?

benefits under targeted small business progrems if th

@

-8 -




transferor would otherwise not be qualified fcr such programs. .
. Solicits and is awardedé a state contract on behalf of a

targeted small business for the purpose of transferring the

ccntract to another for a percentage if the person

transferring or intending to trarsfer the work nad no

intention of performing the work.
c. Knowingly falsifying informaticn on an appiication for

the purpose of obtaining benefits under targeted smal:l

business programs.

p—

A violation under this subsection is grounds for

decertification of the targeted small business connected with

o
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tne violation. Decertificatrion shall be in addition to any

penalty otherwise authorized by this section.
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SENATE FILE 2274

AN ACT
RELATING TO TARGETED SMALI. BUSIMESSES, AND IMPOSING PENALTIES.

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

Section 1. Section 12.44, unnumbered parageraph 1, Code
1689, is amended to read as follows:

Agencies of state government shall be reguired to waive the
requirement. of satisfaction or performance bonds for targeted
small businesses which are able to demonstrate the inability

of securing such a bond because of a lack of experience, lack

4

of net worth, or lack of capital. This waiver shall not apply

to businesses with a record of repeated failure of substantial
performance or material breach of contract in prior
circumgtances. The waiver shall be applied only to a praject
or individual transaction amounting to Eifty thousand dollars

Senate File 2274, p. 2

ot less, notwithstanding section 573.2. In ocrder to qualify,
the targeted small business shall provide written evidence to
the department of inspections and appeals that the bond would
otherwise be denied the business. The granting of the waiver
shall in no way relieve the business from its contractual
obligations and shall not preclude the state agency from
pursuing any remedies under law upon default or breach of
contract.

Sec. 2. Section 15.102, subsection S, Code 1989, is
amended to read as follows:

5. "Targeted small business" means a small business which
is fifty-one percent or more owned, operated, and actively
managed by one or mote women or minority persons, provided the
business meets all of the following requirements:

1. Is located in this state.

2. Is operated for profit.

3. BHas twenty or fewer full-time equivalent employees.

4. Has an annual gross income of less than three million

dollars computed as an average of the three preceding €iscal

years.
PARAGRAPH OIVIDED. As used in this subsection, "minority
person” means an individual who is a Black, Hispanic, Asian or

Pacific Islander, or American Indian or Alaskan native,

Sec. 3. Section 15.108, subsection 7, paragraph c, Code
Supplement 1989, is amended to read as follows:

c. Aid tm for the development and implementation of the
lowa targeted small business procurement Act established in
sections 73.15 through 73.21 and the tacgeted small business
Einancial assistance program established in section 15.247.
The duties of the director under this paragraph include the
following:

(1) The director, in conjunction with the director of the
department of management, shall publicize the procurement set-
aszde godl program e for targeted small businesses and to
agencies of state government, attempt to locate targeted small

vL2T 4S
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husinesses able to perform set-aside-awards contracts, and
rncourage program participation. The director may request the
scoperation of the department of general services, the
department of transportation, the state beard of regents, or
any other agency of state government in publicizing this
program.

{2) The director, in conjunction with the director of the
department of management, shall publicize the financial
issistance program established in section 1%.247 to targeted
“rnall businesses.

i{3) When the director determines, ot i3 notified by the
nead of another agency of state government, that a targeted
umall business is unable to perform a procurement set-astde
uwards contract, the director shall assist the small business
in attempting to remedy the causes of the inability to
preform.  In assisting the small business, the director may
use any management or financial agsistance programs available
through state or governmental agencies ot private scurces.

(4} The director, in conjunction with the director of the
department of management and jointly with the universities
undetr the jurisdiction of the state board of regents, the area
ommunity colleges, and the area vocaticnal schools, shall
Jevelop and make available in all areas of the state, programs
to offer and deliver concentrated, in-depth advice and
services to assist targeted small businesses. The advice and
iervices shall extend to all areas of business management in
it practical application, including but not limited to
accountings engineering, drafting, grant writing, obtaining
‘inancing, locating bond markets, market amalysis, and
projections of profit and loss.

(5) The director shall submit an annual report to the
isvernor and the general assembly relating prcgress toward
‘ealizing the geals and objectives of the procurement set-
1wide goal program and the financial assistance prcgram
‘stablished in section 1%.247 during the preceding fiscal

Senate File 2274, p. 4

year. The director of the department of managerent shall
assist in compiling the data to be included in the report.
The report shall include the following information:

(a) The total dollar value and numbet of potential set-
aside-awarda targqeted small business procutement contracts

identified and the percentage of total state procurements this
reflects.

{b) The total dollar value and number of sek-aside
procurement contracts awarded to targeted small businesses
with appropriate designation asgs to the total number and value
of set-aaxde contracts awarded to each certified targeted
small business, and the percentages of the total state
procutements the fiqures of total dollar value and the number
of set-asides targeted small business contracts reflects.

{c) The number of contracts which were designated and-set
astde to satisfy targeted small business procurement gcals
established pursuant to sections 73.15 through 73,21, but

which were not awacded tc a targeted small business, the
estimated total dollar value of these awards, the lowest offer
or bid on each of these awards made by the small business and
the price at which these contracts were awarded pursuvant to
the normal procurement procedures.

{(d] The efforts undertaken to identify targeted small
businesses and to publicize and encourage partiacipation in the
set-sastde procurement goal and lcan guarantee programs during
the preceding year.

(e) The efforts undertaken to develop technical assistance
programs and to temedy the inablility of targeted small
businesses to perform on potential ser-asides procuterent
contracts.

(€y Information about the number of applications receéived
and processed by the Iowa finance authority under the loan
guarantee program, the value of loans guaranteed, and follow-
ap information on targeted small businesses which have been
awarded lcan quatantees.
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{(g) The director's tecommendations for strengthening the
targeted small businesses. The director of the depacrtment of
management shall provide recommendations to the director
regarding strengthening contract compliance activities by
state agencies.

{h) The depacrtment of general services, the depacrtment of
transportation, the state board of regents, and all cther
agenclies of state government shall provide all televant
information requested by the director for the preparation of
the annual report.

Sec. 4. Section 15.2497, subsection 2, Code Supplement
1989, is amended to ccad as follows:

2. The department shall establish, contingent upon the
availability of funds authorized for the program, a targeted
small business financial assistance program, to provide for

loans, loan guarantees, revolving loans, loans secured by

accounts receivable, o1 grants to targeted small businesses.
A targeted small business in any year shall receive under this
program not more than twenty-five thousand dollars in a loan
or grant, and not more than forty thousand dollars in a
guarantee, or a combination of loans, gramts, or guarantees,
The prtogram shall provide guartantees not to exceed seventy-
five percent for loans made by qualified lenders. The
department shall establish a financial assistance reserve
account from funds provided for this program, from which any
default on a quaranteed loan under this section shall be paid.
In administering the program the depactment shall not
guarantee loan values in excess of the amount credited to the
reserve account and only moneys set aside in the locan reserve
account may be used for the payment cof a default.

Sec. 5. Section 15.264, subsection 8, pacagraph ¢, Code
1989, is amended tc read as follows:

¢. Ensure that the loans guaranteed under this part ate
disbursed and utilized in accotdance with the targeted small

Senate File 2274, p. &

business set-watde-requirements procurement goals of sections
73.1% through 73.21.

Sec. 6, Section 73,16, subsections 1 and 2, Code 1989, are
amended to read as follows:

1. Every agency, department, commission, beard, committee,
cofficer or other govecning body of the state shall purchase
goods and services supplied by small businesses and targeted
small businesses in lowa. In addition to the other provisiocns
of this section relating to set-asides procurement contracts

for targeted small businesses, all purchasing authorities
shall assure that a proportiocnate share of small businesses
and targeted small businesses identified under the uniform
small business vendor application program o€ the department of
economic development ate given the opportunity to bid on all
solicitations issued by agencies and departments of state
government .

2. The director of each agency or department of state
government having purchasing authority shall designate-and-set
astde-for-awarding-to establish a procurement goal from

certified targeted small businesses identified pursuant to
section 10A.104, subsection B, of at least two ten percenty
and-should-set-a-qoai-of-up-to-ten-percenty of the value of
anticipated procurements of goods and services, including
construction, but not including utility services, each fiscal
yeat. The director of each department and agency of state
government shall cooperate with the director of the department
of inspections and appeals, the director of the department of
economic development, and the director of the department of
management and do all acts necessary to carry out the
ptovisions of this division.

A merged area school, area educatjon agency, or school

digtrict shall establish a procurement goal from certified

22 4AS
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construction, but not including utility services, each fiscal
year.

Sec., 7. Section 73.17, Code 1989, is amended to read as
follows:

73,17 TARGETED SMALL BUSINESS SEP-ASIPE PROCUREMENT GOALS
-- PRELIMINARY PROCEDURES.

Quarterly the directoer of each agency and department of
state government shall review the agency's or depattment's
anticipated purchasing requirements. The directors shall
notify the director of the department of economic development
»f their anticipated purchases and recommended seb-astdes
procurements with unit guantities and total costs for
procurement contracts designated to satisfy the targeted small
business procurement goal not later than August 15 of each

fiscal year and quarterly thereafter. The directors may
Jivide the procurements so designated into contract award
units of economically feasible production runs to facilitate
affers or bids from targeted small businesses. In designating
«ek-sstde procurerments intended to satisfy the targeted small

husiness procurement qoal, the directors may vary the included
jrrocurements so that a variety of qdods and secvices produced
by different targeted small businesses may be set-aside
procured each year. The director of the department of
cconomic development, in conjunction with the director of the
dJepartment of management, shall review the information
<ubmitted and may require modifications from the agencies and
"Jlepartments.

Sec. 8. Section 72.18, Code 1989, is amended to read as
follows:

73.18 MNOTICE OF SOLICITATION FOR BIDS -- IDENTIFICATION OQF
“ARGETED SMALL BUSINESSES.

The dictector of each agency or depattment celeasing a
:olicitation €or bids or cequest for proposal under the see-
wstde targeted small business procurement goal program shall
mobify the director of the department of tnapeettons-and

Senate File 2274, p. 8

appeals econcmic development prior to or ypon release of the
solicitation. The director of the department of tnspectiens
and-appeais economic development shall notify the secliciting
agency or department of any targeted small buginesses which
have been certified pursuant to section 10A.104, subsection &,
and which may be qualified to bid.

Sec. 9. Section 73.19, Code 1989, is amended to read as
follows:

73.19 NEGOTIATED PRICE OR BID CONTRACT.

In awarding a contract under the targeted small business
set-aside procurement goal program, a director of an agency or
department having putchasing authotity may use either a
neqotiated price or bid contract procedure, Fhe-amount-of-an
award-shati-not-excaed-by-more-than-five-percent-that
divectoris-eatimated-price-for-the-goods-ar-services-if-they
were-to-be-purehasnd-on-the-open-market-ar-ondee-the
competitive-bidding-procedures-af-any-provisions-of-taw-or
roles-retating-to-competitive-bidding-proceduress-and-nat
under-this-set-aside-progeams A director of an agency or
department using a neqgotiated contract shall congider any

targeted small business engaged in that business. The
director of the department of economic development or the
director of the department of management may assist in the
negotiation of a contract price under this section., Surety
bonds guaranteed by the United States small business
administcation are acceptable security for a construction
award under this section.

Sec. 10. Section 73.20, Code 1989, is amended to read as
follows:

73.20 DETERMINATION OF ABILITY TO PERFORM.

fiefore anncuncing the-set-aside a contract award pursuant
to the_targeted small business procurement goal program, the

purchasing authority shall evaluate whether the targeted small
business scheduled to receive the award is able to perform the
aet-nstde contract. This determination shall include
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congidetation of production and financial capacity and
technical competence, 1f the putchasing authority determines
that the targeted small business may be unable to perform, Lhe
director of the department of economic development shall be
notified and shall assist the targeted small business pursuant
to section 15.108, subsection 7, patagraph “c", subparagraph
(3.

Sec. 11. Section 73.21, Code 1989, is amended to read as
follows:

73.21 OTHER PROCUREMENT PROCEDURES.

All laws and rules pertaining to solicitations, bid
evaluations, contract awards, and other procurement mattecs
apply to procurement set-astdes contracts for targeted small
businesses to the extent there is no conflict, 1I1f this
division conflicrts with other laws ot rules, then this
division governs.

Sec. 12. Section 714.8, Code 1989, is amended by adding
the following new subsection:

HEW SUSSECTION. 13. FRAUDULENT PRACTICES IN CONNECTION
WITH TARGETED SMALL HUSINESS PROGRAMS,

a. HKnowingly transfers or assigns assets, ownership, or
equitable interest in property of a business to a woman or
minority person primarily for the purpose of obtaining
benelits under tacgeted small business programs if the
transferor would otherwise not be qualified Eor such programs,

b. Solicits and is awarded a state contract on behalf of a
targeted small business for the purpose of transferring the
contract te another tor a percentage if the person
transferring or i1ntending to transfer the work had no
intention of performing the work.

€. Xnowingly falsifying information on an application for
the purpose of wbtaining benefits under targeted small
husiness programs.

A violation under this subsection is grounds fot
decertification of the targeted small business connected with

5 o
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the violation., Decertification shall be in addition to any
penalty otherwise authorized by this section.

JO ANN ZIMMERMAN
President of the Senate

DONALD D. AVENSON
Speaker of the House

U hereby cetrtify that this bill originated in the Senate and
is known as Sepate File 2274, Seventy-thicd General Assembly.

JOKN F. DWYER

3 Sectetary of the Senate
. 1990

Approve
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