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A BILL FOR

An Act relating to department of economic development programs
and economic development benefits, including the workforce
development fund program and the Iowa small business new jobs
training Act, establishing a rural microbusiness assistance
program, and increasing the funds available for the value-
added agricultural products and processes program.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 15.343, subsection 1, paragraph c,
unnumbered paragraph 1, Code Supplement 1995, is amended to
read as follows:

Repayment moneys pursuant to section 422.16A7-up-teo-a
maximum-of-two-mitltion-dottars-each-year.

Sec. 2. Section 15.343, subsection 1, Code Supplement
1995, is amended by adding the following new paragraph:

NEW PARAGRAPH. d. The innovative skill development
account created in section 15.349.

Sec. 3. NEW SECTION. 15.349 INNOVATIVE SKILL DEVELOPMENT
ACCOUNT.

An innovative skill developmentzaccount is created within

the workforce development fund to be used by the department to
support innovative skill development training for Iowa
businesses. Training to be funded shall include but is not
limited to business network training programs, innovative
apprenticeship programs, and critical skill training for
industries experiencing labor shortages. The department shall
adopt rules governing the operation of and eligibility for
participation beginning July 1, 1996, in the account.

Sec. 4. Section 15E.112, subsection 1, Code 1995, is
amended to read as follows:

1. A value-added agricultural products and processes
financial assistance fund is created within the state treasury
under the control of the department. The fund shall consist
of any money appropriated by the general assembly and any
other moneys available to and obtained or accepted by the
department from the federal government or private sources for
placement in the fund. Until July 1, 2000, moneys shall be
deposited in the fund as provided in section 423.24. Not more

than ene four percent of the total moneys available to support

:valuefadded agricultural products and processes pursuant to

section 423.24 during each quarter shall be used by the
department for administration of the value-added agricultural

products and processes financial assistance program, as
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provided in section 15E.111. The assets of the fund shall be
used by the department only for carrying out the purposes of

section 15E.111.
Sec. 5. NEW SECTION. 15E.113 MICROBUSINESS RURAL

ENTERPRISE ASSISTANCE.
1. As used in this section:

a. "Department" means the department of economic
development.

b. "Microbusiness" or "microbusiness enterprise" means a
business producing services with five or fewer full-time
equivalent employee positions and with assistance requirements
of not more than twenty-five thousand dollars.

c. '"Microbusiness organization“ means a nonprofit
corporation organized under chapter 504A which is exempt from
taxation pursuant to section 501(c) of the Internal Revenue
Code and which has a principal mission of actively engaging in
microbusiness development, training, technical assistance, and
capital access for the start-up or éxpansion of
microbusinesses. | ‘

2. The department may allocate from the value-added
agricultural products and processes financial assistance fund
an amount equal to one and one-quarter percent of the total
moneys used to support value-added agricultural products and
processes as provided in section 423.24 during each quarter to
be used for the purpose of conducting a microbusiness rural
enterprise assistance program.

3. The department may contract with a microenterprise
organization actively engaged in microbusiness enterprise to
assist in the establishment of this program. 1In order to
qualify for the contract, the microenterprise organization
shall do all of the following:

a. Demonstrate a past performance of and a capacity to
successfully engage in microbusiness development.

b. Have a statewide commitment to and focus on

microbusiness development.
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c. Provide training and technical assistance.

d. Demonstrate an ability to provide access to capital for
start-up or expansion of a microbusiness.

e. Have established linkages with financial institutions.

f. Demonstrate an ability to provide follow-up technical
assistance after a microbusiness start-up or expansion.

4. Moneys allocated pursuant to this section which remain
unexpended or unobligated at the end of a fiscal year shall
remain available to the department to support the assistance
program or may be credited to the value-added agricultural
products and processes financial assistance fund created in
section 15E.112 and shall not revert notwithstanding section
8.33. ,

5. The department shall submit a report in accordance with
section 7A.11 not later than November 1 of each year detailing
the activities of the microenterprise organization and
describing the success of the project.

Sec. 6. NEW SECTION. 15E.175 SUPPLEMENTAL NEW JOBS
CREDIT FROM WITHHOLDING.

In order to promote the creation of additional high quality

new jobs within the state, an agreement under section 260E.3
may include a provision for a supplemental new jobs credit
from withholding from jobs created under the agreement. A
provision in an agreement for which a supplemental credit from
withholding is included shall provide for the following:

1. That the project shall be administered in the same
manner as a project under chapter 260E and that a supplemental

new jobs credit from withholding in an amount equal to one and

one-half percent of the gross wages paid by the employer
pursuant to section 422.16 is authorized to fund the program
services for the additional project.

2. That the supplemental new jobs credit from withholding
shall be collected, accounted for, and may be pledged by the
community college in the same manner as described in section
260E.5.




3. To provide funds for the payment of the costs of the.
additional project, a community college may borrow money,
issue and sell certificates, and secure the payment of the
certificates in the same manner as described in section
260E.6, :ncluding, but not limited to, providing the
assessment of an annual levy as described in section 260E.6,
subsection 4. The program and credit authorized by this

X ~ Oy U b W N

subsection is in addition to, and not in lieu of, the program
9 and credit authorized in chapter 260E.

10 Sec. 7. Section 260F.1, Code 1995, is amended to read as

11 follows:

12 260F.1 TITLE.

13 This chapter shall be known and may be cited as the "Iowa
14 smat}-business-new jobs training Act".

15 Sec. 8. Section 260F.2, Code 1995, is amended to read as
16 follows:

17 260F.2 DEFINITIONS.

18 When used in this chapter, unless the context otherwise

19 requires: A

20 1. "Agreement" is the agreement between a business and a
21 community college concerning a project.

22 2v--YBoard-of-directors!-means—the-board-cf-directors-of-a

23 coemmunitty-cotteges

24 3+ 2. "Community college" means a community college
25 established under chapter 260C.
26 4w 3. "Date of commencement of the project" means the date

27 of the preliminary agreement or the date an application for

28 assistance is received by the department.

29 4. "Department" means the department of economic

30 development.

31 5. "Eligible business" or "business" means a business

32 training employees which is engaged in interstate or

33 intrastate commerce for the purpose of manufacturing,
34 processing, or assembling products, conducting research and

35 development, or providing services in interstate commerce, but
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excludes retail, health, or professional services and which
meets the other criteria established by the foewa department ef
economie-devetopment. UYEligibie-businessi-does-not-ineiude-a
business-which-ctoses-or-substantialtiy-reduces-its-operatton
tn-one-area-of-the-state-of-fowa-and-retocates-substantiatiy
the-same-operation-in-another-area-cf-the-state-of-fowar--Fhis
sgbsection—dees-not—prohibit—a-business—frem—expanding—its
operations-in-another-area-of-the-state-provided-that-existing
operations-of-a-simitar-nature-are-not-ctosed-or-substantiatty
reduceds--4Smatt "Eligible business" does not include a
business whose training costs can be economically funded under

chapter 260E, a business which closes or reduces its

employment base by twenty-five percent or more in order to

relocate substantially the same operation to another area, or

a business which is involved in a strike, lockout, or other

labor dispute. 7
LEttgible-businessi-inetudes-the-fottowings ‘
as--Retraintng-bustness-which-is-ecurrentiy-conducting

retooting-of-a-produetton-factiity~
br--Smati-bustness-which-meets-other-eriterta-estabiished
by-the-department-of-econemie-devetopment-retating-to-business
stzex
6. "Employee" means the-person-empltoyed-in-a-new-job-by-a
smatl-business-er a person currently employed by a business
who is to be retrained trained. However, "employee" does not

include replacement workers who are hired as a result of a

strike, lockout, or other labor dispute.

Fv——Lincrementat-property-taxesii-means-the-taxes-as
provided-in-sectiton-266F<4+

8+ 7. "Jobs training program" or "program" means the
project or projects established by a community college for the
ereation-of-jobs-by-providing-education-and-tratning-of
workers-for-new-3obs-for-a-new-or-expanding-smaiti-bustness-or
for-the-retraining-of-workers-of-an-extsting-business training ‘

of employees.
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3. To provide funds for the payment of the costs of the.
additional project, a community college may borrow money,
issue and sell certificates, and secure the payment of the
certificates in the same manner as described in section
260E.6, including, but not limited to, providing the
assessment of an annual levy as described in section 260E.6,
subsection 4. The program and credit authorized by this
subsection is in addition to, and not in lieu of, the program
and credit authorized in chapter 260E.

Sec. 7. Section 260F.1, Code 1995, is amended to read as
follows:

260F.1 TITLE.

This chapter shall be known and may be cited as the "Iowa
smatl-business-new jobs training Act".

Sec. 8. Section 260F.2, Code 1995, is amended to read as
follows:

260F.2 DEFINITIONS.

When used in this chapter, unless the context otherwise
requires: ‘

1. "Agreement" is the agreement between a business and a
community college concerning a project.

2:—-UPBoard-ef-directorsi-means-the-beard-of-directors-of-a
communtty-ecottreges

3z 2. "Community college" means a community college
established under chapter 260C. ‘

4w 3., "Date of commencement of the project" means the date

of the preliminary agreement or the date an application for

assistance is received by the department.

4. "Department" means the department of economic

development.

5. "Eligible business" or "business" means a business

training employees which is engaged in interstate or

intrastate commerce for the purpose of manufacturing,
processing, or assembling products, conducting research and

development, or providing services 1in interstate commerce, but
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excludes retail, health, or professional services and which
meets the other criteria established by the fewa department of
economte-devetopment. UEiigible-businessi-does-not-incitude-a
business-which-ctoses-or-substantiatiy-reduces-tts-operation
tn-one-area-of-the-state-of-fowa-and-retocates-substantiatty
the-same-operation-in-another-area-of-the-state-of-fowar--Fhts
sébsecticn—does—not—prohibit-a—business—from—expanding—its
operations—-in-another-area-of-the-state-provided-that-exitsting
operations-of-a-simitar-nature-are-not-ctosed-or—substantiatty
reduced<--"Smatt "Eligible business" does not include a
business whose training costs can be economically funded under

chapter 260E, a business which closes or reduces its

employment base by twenty-five percent or more in order to

relocate substantially the same operation to another area, or

a business which is involved in a strike, lockout, or other

labor dispute.

4piigible-business!-ineitudes-the-fottowtngs

av—-—Retratning-business-which-is-ecurrentiy-conducting
retooting-of-a-production-factitty=s

br--Smaiti-business-which-meets-other-criteria-estabtished

by-the-department-of-economic-devetopment-retating-to-bustness

stzes
6. "Employee" means the-persen-empitoyed-in-a-new-job-by-a
smati-bustness-or a person currently employed by a business

who is to be retrained trained. However, "employee" does not

include replacement workers who are hired as a result of a

strike, lockout, or other labor dispute.

Fr-—-LIncrementat-property-taxesli-means-the-taxes—-as
provided-in—-seection-268F<4+

8+ 7. "Jobs training program" or "program" means the
project or projects established by a community college for the
ereation-of-jobs-by-providing-education-and-tratntng-of
workers-for-new-3jobs-for-a-new-or-expanding-smatt-business-or
for-the-retratning-of-workers-of-an-extsting-business training

of employees.

) - & U
B T SRR AT SN i gl R D oo g SRR ST




o N oy s W

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

Ui
o]

9v--UNew-jobl-means-a-job-tn-a-new-or-expanding-smatt
bustness-but-dees-net-inetude-jobs-of-recatted-workersy—-or
reptacement-jobs-or-other-jobs-that-formerty-existed-in-the
smati-business-in-the-state-of-fowax

18--—4New-jobs-eredit-£from-withhotding"-means-the-eredit-as
provided-in-section-260FP<5<

t++ 8. "Participating business" means the-smaii-business

providing-new-jobs-er-retratning-jobs-and a business training

employees which enters into an agreement with the community

college.
2+ 9. "Program costs" means all necessary and incidental
costs of providing program services. '

- 33- 10. "Program services" includes but is not limited to

the following:

av--New-jobs-tratnings

bs a. Retraining Training of existing-workers employees.

es b. Adult basic education and job-related instruction.

dv c. Vocational and skill-assessment services and
testing.

es d. Training facilities, equipment, materials, and
supplies.

f+--On-the—-3ob-tratntngs

g+ €. Administrative expenses for the jobs training
program.

h+ f£. Subcontracted services with institutions governed by
the state board of regents, private colleges or universities,

or other federal, state, or local agencies.

tv g. Contracted or professional services.

t4- 11. "Project" means a training arrangement which is
the subject of an agreement entered into between the community
college and a business to provide program services. .

t5s--4Retooting-means-upgradingy7-modernizingry-—or-expanding
a-business-to-inerease-the-production-or-efficteney-of
busineas-operations-inctudingy-but-net-timited-toy-reptacing

equipment;-introduecing-new-manufacturing-processes;-or

-6-
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changing-managertali-proceduress
t6+---"Retratning-job’-means-a-job-with-an-exitsting-business

that-is-substantiatiy-at-risk-of-becoming-disptaced-within-the

foliowing-ten-years-due-to-the-retooting-of-the-business<

Sec. 9. Section 260F.3, Code 1995, is amended by striking
the section and inserting in lieu thereof the following:

260F.3 AGREEMENT. -

A community college may enter into an agreement to
establish a project. An agreement shall provide for, but is
not limited to, the following:

1. Date of agreement.

2. Anticipated number of employees to be trained.

3. Estimated cost of training.

4. Anticipated dates of commencement and termination of
training.

5. Other criteria established by the departmént.

Sec. 10. Section 260F.6, subsection 2, Code Supplement
1995, is amended to read as follows:

2. To provide funds for the present payment of the costs
of a training program by the business, the community college
may proVide to the business an advance of the moneys to be
used to pay for the program costs as provided in the
agreement. To receive the funds for this advance from the job
training fund established in subsection 1, the community
college shall submit an application to the department of -
economic development. The amount of the advance shall not

exceed f£ifty twenty-five thousand dollars for any project

business site, or fifty thousand dollars within a three-

fiscal-year period for any business site. fhe-advanee;-if-the

agreement-provides-tt-as-a-teany-shati-be-repaid-with-interest

from-the-sources-provided-in-the-agreement--—-Fhe-rate-of

- itnterest-to-be-charged-for-advances-made-itn-a-catendar-menth

ts-equat-to-one-hatf-of-the-average-rate-of-itnterest-on-tax
exempt-certifreates-trssyed-by-community-cotieges-pursuant-teo

chapter-260E-for-the-previcus-tweive-monthsz--fhe-rate-shati

-7-
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be-computed-by-the-department-of-economie—devetopments If the

project involves a consortium of businesses, the maximum award

per project shall not exceed fifty thousand dollars.

Participation in a consortium does not affect a business

site's eligibility for individual project assistance. Prior

to approval a business shall agree to match program amounts in

accordance with criteria established by the department.
Sec. 11. NEW SECTION. 260F.6A BUSINESS NETWORK TRAINING.

The community colleges and the department are authorized to

fund business network training projects which include five or
more businesses and are located in three or more contiguous
community college districts or two or more noncontiguous
community college districts. The community colleges shall use
their allocations provided for in this chapter to fund
projects under this section. A business network training
project must have a designated organization or lead business
to serve as the administrative entity that will coordinate the
training program. The businesses must have common training
needs and develop a plan to meet those needs. The department
shall adopt rules governing this section's operation and
participant eligibility.

Sec. 12. Section 260F.7, Code 1995, is amended to read as
follows:

260F.7 DEPARTMENT OF ECONOMIC DEVELOPMENT TO COORDINATE.

The department of economic development, in consultation
with the department of education and the division of job
service of the department of employment services, shall
coordinate the jobs training program. A project shall not be

funded under this chapter unless the department of economic

development approves the project. The department eof-econemie

devetopment shall adopt rules pursuant to chapter 17A that-the
communtty-cottege-witi-use-in-devetoping-projects-with-new—and
expanding-smati-business-new-jebs-training-proposats-or

existing-business-retraining-propesats governing the program's

operation and eligibility for participation in the program.

-8-
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The department shall establish by rule criteria for
determining what constitutes an eligible business. A-presjeet
shatl-not-be-funded-under-this-chapter-untess-the-department
approves-the-prejectr—-Fhe-department-shati-estabitish-by-rute
ertterta-for-approvat-of-projectss—-Fhe-department-may-adept
any-rulte-effective-itmmediatety-upon-£fiting-with-the
admintstrative-rutes-coordinator-or-at-a-subsequent-stated
date-prior-to-indexing-and-pubiication;-or-at-a-stated-date
tess-than-thirty-five-days-after-filing;-tndexingy;—and
pubticattonrs--Fhe-department-of-econemic-develtopment-shati
prepare—an-annuat-report-for-the-goevernor-and-generat-assembity
en-the—-aetivities—and-the-future-antieitpated-needs-of-this
jebs-tratntng-programs

Sec, 13. Section 260F.8, Code 1995, is amended to read as
follows:

260F.8 ALLOCATION.

1. For the each fiscal year begimnning-July-t+-19927-and
subsequent-years, the department ef-economie-deveiopment shall
make funds available to the community colleges. The
department shall allocate by formula at-the-beginning-of-the
fiseat-year from the moneys in the fund an amount for each

merged-area community college to be used to provide the

financial assistance for proposals of businesses teecated-in
the-merged-area whose applications have been approved by the
department. The financial assistance shall be provided by the
department from the amount set aside for that merged-aresa
community college. If any portion of the moneys set aside for

a merged-area community college have not been used or-

committed by Mareh May 1 of the fiscal year, that portion is
available for use by the department to provide financial
assistance to businesses located in other merged-areas
community college districts. The department shall adopt by

rule a formula for this set-aside based-en-peputatien-and-per
eaptta-income-of-the-merged-area.

2. Moneys available to the community colleges for this

-9-
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program may be used to provide grants forgivable loans to

train fer-new-jobs-er-retain-extsting-jobs-when-the-project
costs-are-tess-than-five-thousand-dettars employees. *f-the
project—ig-for-a-consortium-of-businesses;-project-costs-shait
not-exceed-an-average-of-£five-thousand-doettars-per-businesss

Sec. 14. Section 403.19, subsection 1, paragraph c, Code
1995, is amended to read as follows:

c. For the purposes of dividing taxes under sections
section 260E.4 a&né-260FP+4, the applicable assessment roll for
purposes of paragraph "a" shall be the assessment roll as of
January 1 of the calendar year preceding the first written
agreement providing that all or a portion of program costs are
to be paid for by incremental property taxes. The community
college shall file a copy of the agreement with the
appropriate assessor. The assessor may, within fourteen days
of such filing, physically inspect the applicable taxable
business property. If upon such inspection the assessor
determines that there has been a change in the value of the
property from the value as shown on the assessment roll as of
January 1 of the calendar year preceding the filing of the
agreement and such change in value is due to new construction,
additions or improvements to existing structures, or
remodeling of existing structures for which a building permit
was required, the assessor shall promptly determine the value
of the property as of the inspection in the manner provided in
chapter 441 and that value shall be included for purposes of
the jobs training project in the assessed value of the
employer's taxable business property as shown on the
assessment roll as of January 1 of the calendar year preceding
the filing of the agreement. The assessor, within thirty days
of such filing, shall notify the community college and the
employer or business of that valuation which shall be included
in the assessed valuation for purposes of this subsection and
section 260E.4 er-2668F<4. The value determined by the

assessor shall reflect the change in value due 30lely to new

...]_O._
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construction, additions or improvements to existing .
structures, or remodeling of existing structures for which a
building permit was required.

Sec. 15. Section 422.16A, Code Supplement 1995, is amended
to read as follows:

422.16A JOB TRAINING WITHHOLDING —-- CERTIFICATION AND
TRANSFER.

Upon payment in full of a certificate of participation or
other obligation issued to fund a job training program under
chapter 260E, the community college providing the job training
program shall notify the department of economic development of
the amount paid by the employer or business to the community
college to retire the certificate during the previens last
twelve months of withholding collections. The department of

economic development shall notify the department of revenue
and finance of that amount. The department shall credit to
the workforce development fund established in section 15.343 ‘
twenty-five percent of that amount each quarter for a period

of ten years. If the amount of withholding from the business
or employer is insufficient, the department shall prorate the
quarterly amount credited to the workforce development fund.
Phe-maximum-amount-from—att-emptoyers—whiech-shatt-be
transferred-to-the-workforece-devetopment-fund-tn-any-year—-xs
two-mtition-dettars<

Sec. 16. Section 427B.l17, subsection 7, Code Supplement
1995, is amended to read as follows:

7. For the purpose of dividing taxes under section 260E.4
or-268F-4, the employer's or business's valuation of property
defined in section 427A.1, subsection 1, paragraphs "e" and
"j", and used to fund a new jobs training project which
project's first written agreement providing for a division of
taxes as provided in section 403.19 is approved on or before
June 30, 1995, shall be limited to thirty percent of the net
acquisition cost of the property. An employer's or business's .
taxable property used to fund a new jobs training project

-11-
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shall not be valued pursuant to subsection 2 or 3, whichever

is applicable, until the assessment year following the
calendar year in which the certificates or other funding
obligations have been retired or escrowed. The taxpayer's
valuation for such property shall then be the valuation
specified in subsection 1 for the applicable assessment year.

If the certificates issued, or other funding obligations
incurred, between January 1, 1982, and June 30, 1995, are
refinanced or refunded after June 30, 1995, the valuation of
such property shall then be the valuation specified in
subsection 2 or 3, whichever is applicable, for the applicable
assessment year beginning with the assessment year following
the calendar year in which those certificates or other funding
obligations are refinanced or refunded after June 30, 1995.

Sec. 17. 1995 Iowa Acts, chapter 184, section 12, 1is
repealed.

Sec. 18. REPEALS. Sections 260F.4 and 260F.5, Code 1995,

are repealed. '
EXPLANATION

This bill makes changes and additions to department of
economic development programs. The bill provides as follows:

Sections 15.343 and 422.16A are amended to remove the §$2
million per year cap on the amount which can be transferred
into the workforce development fund from employer withholding
amounts previously used to retire job training program
certificates under chapter 260E. The bill also repeals the
provisions enacted as part of House File 573 in 1995 which
sunset the workforce development fund program in 1997.

The bill creates an innovative skill development account to
the workforce development fund program. Moneys in the account
shall be used to fund business network training and other
innovative skill development training for Iowa businesses.

Section 15E.112 is amended to provide that not more than
four percent (currently one percent) of the total moneys

available to the support value-added agricultural products and
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processes program during each quarter may be used for
administration of the program. The bill also provides that
one and one-quarter percent of the moneys available for the
value-added agricultural products and processes program during
each quarter may be used to fund a microbusiness rural
enterprise assistance program.

New section 15E.113 provides that the department may
contract with a microbusinesses organization which meets
certain criteria, including a track record of assistance to
microbusinesses, to establish a program of assistance to rural
microbusinesses. Microbusinesses are defined by the bill as
service businesses employing five or fewer full-time
equivalent employees with the need for up to $25,000 in
assistance. The department is to report to the general
assembly regarding the activities of the program. Further,
moneys allocated to the program are not to revert to the
general fund.

The bill proVides for a supplemental new jobs credit from
income tax withholding. The credit would be used to fund job
training projects of the type provided in chapter 260E
(industrial new jobs training).

The bill renames chapter 260F the Icwa jobs training Act
and makes several changes to the chapter including the
following: .

1. Businesses which are eligible for assistance are those
which are currently training existing employees, rather than
employees in new jobs. The bill provides that a buéiness is
ineligible for assistance if the business is involved in a
strike, lockout, or other labor dispute and that program funds
shall not be used to train replacement workers hired as part
of a labor dispute.

2. The bill eliminates the tax increment financing
provisions currently used to provide program funds under the
chapter. The new jobs credit from withholding is also

eliminated. This provision allowed 1.50 percent of the gross

_13...
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wages paid to each employee in a new job training project to
be credited to the cost of the training project. The
department of economic development shall allocate funds for
projects under the chapter.

3. The bill also provides for training of groups of
businesses and for providing a maximum amount of assistance
for businesses participating in training under chapter 260F
would be $25,000 per business with a cap of $50,000 per three-

year period.

LSB 3417HV 76
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A BILL FOR

An Act relating to department of economic development programs,
including the workforce development fund program and the Iowa
small business new jobs training Act, establishing a rural
microbusiness assistance program, and increasing the funds
available for the value-added agricultural products and
processes program.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Secﬁioh7i3 Section 15.343, subsection 1, paragraph c,

“Unnumbered paragraph 1, Code Supplement 1995, is amended to

read as follows:

Repayment moneys pursuant to section 422.16A7-up-te-a&
maximum-of-two-miltiton-dettars-each-year.

Sec. 2. Section 15.343, subsection 1, Code Supplement
1995, is amended by adding the following new paragraph:

NEW PARAGRAPH. d. The innovative skill development

account created in section 15.349,
Sec. 3. NEW SECTION. 15.349 INNOVATIVE SKILIL DEVELOPMENT

ACCOUNT.
An innovative skill development account is created within

the workforce development fund to be used by the department to
support innovative skill development training for Iowa
businesses. Training to be funded shall include but is not
limited to business network training programs, innovative
apprenticeship programs for emerging industries, and critical
skill training for industries experiencing labor shortages.
The department shall adopt rules governing the operation of
and eligibility for participation beginning July 1, 1996, in
the account.

Sec. 4. Section 15E.112, subsection 1, Code 1995, is
amended to read as follows: ’

1. A value-added agricultural products and processes
financial assistance fund is created within the state treasury
under the control of the department. The fund shall consist
of any money appropriated by the general assembly and any
other moneys available to and obtained or accepted by the
department from the federal government or private sources for
placement in the fund. Until July 1, 2000, moneys shall be
deposited in the fund as provided in section 423.24. Not more
than ene four percent of the total moneys available to support
value—-added agricultural products and processes pursuant to
section 423.24 during each quarter shall be used by the
department for administration of the value-added agricultural

-1-
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products and processes financial assistance program, as
provided in section 15E.111. The assets of the fund:shall be
used by the department only for carrying out the purposes of
section 15E.111.

Sec. 5. NEW SECTION. 15E.113 MICROBUSINESS RURAL
ENTERPRISE ASSISTANCE.

1. As used in this section:

a. "Department" means the department of economic
development.

b. "Microbusiness" or "microbusiness enterprise" means a
business producing services with five or fewer full-time
equivalent employee positions and with assistance requirements
of not more than twenty-five thousand dollars.

c. "Microbusiness organization" means a nonprofit
corporation organized under chapter 504A which is exempt from
taxation pursuant to section 501(c) of the Internal Revenue
Code and which has a principal mission of actively engaging in
microbusiness development, training, technical assistance, and
capital access for the start-up or expansion of
microbusinesses.

2. The department may allocate from the value-added
agricultural products and processes financial assistance fund
an amount equal to one and one-quarter percent of the total
moneys used to support value-added agricultural products and
processes as provided in section 423.24 during each quarter to
be used for the purpose of conducting a microbusiness rural
enterprise assistance program.

3. The department may contract with a microenterprise
organization actively engaged in microbusiness enterprise to
assist in the establishment of this program. 1In order to
qualify for the contract, the microenterprise organization
shall do all of the following:

a. Demonstrate a past performance of and a éapacity to
successfully engage in microbusiness development.

b. Have a statewide commitment to and focus on

-2-
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microbusiness development.

c. Provide training and technical assistance.

d. Demonstrate an ability to provide access to capital for
start-up or expansion of a microbusiness.

e. Have established linkages with financial institutions.

f. Demonstrate an ability to provide follow-up technical
assistance after a microbusiness start-up or expansion.

4. Moneys allocated pursuant to this section which remain
unexpended or unobligated at the end of a fiscal year shall
remain available to the department to support the assistance
program or may be credited to the value-added agricultural
products and processes financial assistance fund created in
section 15E.112 and shall not revert notwithstanding section
8.33.

5. The department shall submit a report in accordance with
section 7A.11 not later than November 1 of each year detailing
the activities of the microenterprise organization and
describing the success of the project.

Sec. 6. Section 260F.1, Code 1995, is amended to read as
follows:

260F.1 TITLE.

This chapter shall be known and may be cited as the "Iowa
smati-business-new jobs training Act".

Sec. 7. Section 260F.2, Code 1995, is amended to read as
follows:

260F.2 DEFINITIONS.

When used in this chapter, unless the context otherwise
requires:

1. "Agreement" is the agreement between a business and a
community college concerning a project.

2s-—!Board-of-directors!-means-the-board-of-directors-of-a
community-cotteges

3+ 2. "Community college" means a community college
established under chapter 260C.

4+ 3. "Date of commencement of the project" means the date

-3
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of the preliminary agreement or the date an application for

assistance is received by the department.

4, "Department" means the department of economic

development.

5. "Eligible business" or "business" means a business
training employees which is engaged in interstate or

intrastate commerce for the purpose of manufacturing,
processing, or assembling products, conducting research and
development, or providing services in interstate commerce, but
excludes retail, health, or professional services and which
meets the other criteria established by the fewa department ef
econemie-devetopment. %“Eligible-businessi-dees-not-ineciude-a
business-which-ctoses-or—-substantiatiy-reduces-itts—operation
tn-one-area-of-the-state-of-Iowa-and-retocates-substantiatty
the-same-operation—-in-another-area—-of-the-state-of-fowas--Fhis
subseetion-does-not-prohibit-a-business-from-expanding-its
operations-in-another-area-of-the-state-provided-that-existing
operations-eof-a-simitar-nature-are-not-ctosed-or-substantiaiiy
redueceds--4Smatt "Eligible business" does not include a
business whose training costs can be economically funded under
chapter 260E, a business which closes or reduces its

employment base by twenty-five percent or more in order to

relocate substantially the same operation to another area, or

a business which is involved in a strike, lockout, or other

labor dispute.

LEtigible-businessi-ineiundes-the-fotiowings

as--Retratning-business-whieh-is-eurrentiy-condueting
retoolting-of-a-production-£faciiity~

br--Smati-business-which-meets-other-eriteria-estabtished
by-the-department-of-economic-devetopment-retating-to-business
stzes

6. "Employee" means the-person-empioyed-in-a-new-3eb-by-a
smatt-business-or a person currently employed by a business

who 1s to be retrasined trained. However, "employee" does not

include replacement workers who are hired as a result of a

-4-
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strike, lockout, or other labor dispute.

Fr--Yineremental-property-taxesi-means-the-taxes-as
provided-in-section-268F<4~

8+ 7. "Jobs training program" or "program" means the
project or projects established by a community college for the
ereation-of-jobs-by-providing—education-and-traitning-of
workers-for—-new-jobs-for-a-new-or-expanding-smati-business-or
for-the-retraining-of-workers-ef-an-existing-business training
of employees.

9+--UNew-jobl-means-a-job-itn-a-new-or-expanding-smatt
business-but-dees-not-incitude-jobs-of-recaltted-workersy-or
reptacement-jobs-oer-other-jobs-that-formerty-existed-in-the
smatt-business-in-the-state-of-Iovas

38---New-jobs-credit-£from-withheotdingi-means-the-credit-as
provided-in-section-266F<5~

s 8. "Participating business" means the-smati-business
providing-new-jobs-or-retratning-jobs-and a business training

employees which enters into an agreement with the community

college.
325+ 9. "Program costs" means all necessary and incidental
costs of providing program services.

33+ 10. "Program services" includes but is not limited to
the following:

as--New-jobs—-tratning~s

b+ a. Retraining Training of existing-werkers employees.

e b. Adult basic education and job-related instruction.

d+ c. Vocational and skill-assessment services and
testing.

es d. Training facilities, equipment, materials, and
supplies.

£---6n-the-jeob-tratnings

¢+ €. Administrative expenses for the Jjobs training
program.

ks £. Subcontracted services with institutions governed by .
the state board of regents, private colleges or universities,

—-5-
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or other federal, state, or local agencies.

+v g. Contracted or professional services.

34+ 1l1. "Project" means a training arrangement which is
the subject of an agreement entered into between the community
college and a business to provide program services.

15---URetootingl-means-upgradingy-modernizingy-or-expanding
a-business-to-itnerease-the-production-or-efficiency-of
business-eperations-inetuding;-but-not-iimited-to;-reptacing
equipment;-itntroducing-new-manufacturing-processesy-or
ehanging-manageriat-proceduress

36---URetraining-jobl-means-a-3ob-with-an-extsting-business
that-is-substantiatty-at-risk-of-becoming-disptaced-within-the
fotlowing-ten-years-due-to-the-retooting-of-the-businesss

Sec. 8. Section 260F.3, Code 1995, is amended by striking
the section and inserting in lieu thereof the following:

260F.3 AGREEMENT.

A community college may enter into an agreement to
establish a project. An agreement shall provide for, but is
not limited to, the following:

1. Date of agreement.

2. Anticipated number of employees to be trained.

3. Estimated cost of training.

4. Anticipated dates of commencement and termination of
training.

5. Other criteria established by the department.

Sec. 9. Section 260F.6, subsection 2, Code Supplement
1995, is amended to read as follows:

2. To provide funds for the present payment of the costs
of a training program by the business, the community college
may provide to the business an advance of the moneys to be
used to pay for the program costs as provided in the
agreement. To receive the funds for this advance from the job
training fund established in subsection 1, the community
college shall submit an application to the department of
economic development. The amount of the advance shall not

-6-
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exceed £ifty twenty-five thousand dollars for any preseet

business site, or fifty thousand dollars within a three- -

fiscal-year period for any business site. @Phe-advancey-if-the

agreement-provides-it-as—a-tean;-shati-be-repatd-with-interest
from-the-sources-provided-in-the-agreements—-Ffhe-rate-of
interest-to-be-charged-£for-advances-made-in-a—-catendar-month
ts-equat-to-one-hatf-of-the-average-rate-cf-interest-on-tax
exempt-certificates-iasued-by-community-colieges-pursaant-te
chapter-266E-for-the-previous-twetve-months+---Fhe-rate-shatz
be-ecemputed-by-the-department-of-economiec-devetopments If the

project involves a consortium of businesses, the maximum award

per project shall not exceed fifty thousand dollars.

Participation in a consortium does not affect a business

site's eligibility for individual project assistance. Prior

to approval a business shall agree to match program amounts in

accordance with criteria established by the department.
Sec. 10. NEW SECTION. 260F.6A BUSINESS NETWORK TRAINING.
The community colleges and the department are authorized to

fund business network training projects which include five or
more businesses and are located in three or more contiguous
community college districts or two or more noncontiguous
community college districts. The community colleges shall use
their allocations provided for in this chapter to fund
projects under this section. A business network training
project must have a designated organization or lead business
to serve as the administrative entity that will coordinate the
training program. The businesses must have common training
needs and develop a plan to meet those needs. The department
shall adopt rules governing this section's operation and
participant eligibility.

Sec. 11. Section 260F.7, Code 1995, is amended to read as
follows:

260F.7 DEPARTMENT OF ECONOMIC DEVELOPMENT TO COORDINATE.

The department of economic development, in consultation
with the department of education and the division of job
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35

‘service of the department of employment services, shall

coordinate the jobs training program. A project shall not be

funded under this chapter unless the department of economic

development approves the project. The department ef-econemie

devetopment shall adopt rules pursuant to chapter 17A that-the
communitty-cottege-witi-use-in-devetoping-projects-with-new-and
expanding-smati-business-new-jobs-training-proposats-or

extsting-business-retraining-propesats governing the program's

operation and eligibility for participation in the program.

The department shall establish by rule criteria for
determining what constitutes an eligible business. A-prosjeet
shaltt-not-be-funded-under—-this-chapter-untess-the-department
approves—the-project+——-Fhe-department-shaiti-estabiish-by-rute
eriteria-for-approvat-of-projectss--Fhe-department-may-adept
any-rute-effective-immedtateiy-upon-£fiting-with-the
admintstrative-rutes-coordinator-or-at-a-subsequent-stated
date-prior-to-indexing-and-publication;-or-at-a-stated-date
tess-than-thirty-five-days-after-fitingy-indexingr-and
pubtieations--Fhe-department-of-economic-devetopment-shati
prepare-an-annuai-repert-£for-the-gevernor-and-generai-assembty
on-the-activities-and-the-future-anticipated-needs-of-this
jobs-training-preograms

Sec. 12. Section 260F.8, Code 1995, is amended to read as
follows:

260F.8 ALLOCATION.

1. For the each fiscal year beginning-Juity-17-19927-and
subsequent-years, the department ef-ecenomiec-deveiepment shall
make funds available to the community colleges. The
department shall allocate by formula at-the-beginning-ecf-the
fisecat-year from the moneys in the fund an amount for each
merged-area community college to be used to provide the

financial assistance for proposals of businesses ocated-in
the-merged-area whose applications have been approved by the
department. The financial assistance shall be provided by the
department from the amount set aside for that merged-aresa
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community college. If any portion of the moneys set aside for

a merged-area community college have not been used or

committed by Mareh May 1 of the fiscal year, that portion is
available for use by the department to provide financial
assistance to businesses located in other merged-areas
community colleges. The department shall adopt by rule a

formula for this set-aside based-en-pepulatien-and-per-eapita
tneome-of-the-merged-area.

2. Moneys available to the community colleges for this
program may be used to provide grants forgivable loans to

train fer-new-jobs-eor-retaitn-existing-jobs-when-the-project
costs-are-tess-than-five-thousand-detiars employees. If-the
project-is-for-a—-consortium-of-businesses;-project-costs-shaii
not-exceed-an-average-of-five-thousand-dottars-per-business~
Sec. 13. Section 403.19, subsection 1, paragraph c, Code
1995, is amended to read as follows:
c. For the purposes of dividing taxes under sections

section 260E.4 anrd-266F<4, the applicable assessment roll for
purposes of paragraph "a" shall be the assessment roll as of
January 1 of the calendar year preceding the first written
agreement providing that all or a portion of program costs are
to be paid for by incremental property taxes. The community
college shall file a copy of the agreement with the
appropriate assessor. The assessor may, within fourteen days
of such filing, physically inspect the applicable taxable
business property. If upon such inspection the assessor
determines that there has been a change in the value of the
property from the value as shown on the assessment roll as of
January 1 of the calendar year preceding the filing of the
agreement and such change in value is due to new construction,
additions or improvements to existing structures, or
remodeling of existing structures for which a building permit
was required, the assessor shall promptly determine the value
of the property as of the inspection in the manner provided in .
chapter 441 and that value shall be included for purposes of
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the jobs training project in the assessed value of the
employer's taxable business property as shown on the
assessment roll as of January 1 of the calendar year preceding
the filing of the agreement. The assessor, within thirty days
of such filing, shall notify the community college and the
employer or business of that wvaluation which shall be included
in the assessed valuation for purposes of this subsection and
section 260E.4 or-266P<4, The value determined by the
assessor shall reflect the change in value due solely to new
construction, additions or improvements to existing
structures, or remodeling of existing structures for which a
building permit was required.

Sec. 14. Section 422.16A, Code Supplement 1995, is amended
to read as follows:

422,16A JOB TRAINING WITHHOLDING -- CERTIFICATION AND
TRANSFER.

Upon payment in full of a certificate of participation or
other obligation issued to fund a job training program under
chapter 260E, the community college providing the job training
program shall notify the department of economic development of
the amount paid by the employer or business to the community
college to retire the certificate during the previeomus last
twelve months of withholding collections. The department of

economic development shall notify the department of revenue
and finance of that amount. The department shall credit to
the workforce development fund established in section 15.343
twenty-five percent of that amount each quarter for a period
of ten years. If the amount of withholding from the business
or employer is insufficient, the department shall prorate the
quarterly amount credited to the workforce development fund.
FThe-maximum-amount-£from-ali-emptoyers-whieh—shalti-be
transferred-te-the-workforce-devetopment-£fund-in-any-year-ts
two-mittion-dotiarss

Sec. 15. Section 427B.17, subsection 7, Code Supplement
1995, is amended to read as follows:

-10-
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7. For the purpose of dividing taxes under section 260E.4
or-268F<4, the employer's or business's valuation of property
defined in section 427A.1, subsection 1, paragraphs "e" and
"j", and used to fund a new jobs training project which
project's first written agreement providing for a division of
taxes as provided in section 403.19 is approved on or before
June 30, 1995, shall be limited to thirty percent of the net
acquisition cost of the property. An employer's or business's
taxable property used to fund a new jobs training project
shall not be valued pursuant to subsection 2 or 3, whichever
is applicable, until the assessment year following the
calendar year in which the certificates or other funding
obligations have been retired or escrowed. The taxpayer's
valuation for such property shall then be the valuation
specified in subsection 1 for the applicable assessment year.
If the certificates issued, or other funding obligations
incurred, between January 1, 1982, and June 30, 1995, are
refinanced or refunded after June 30, 1995, the valuation of
such property shall then be the valuation specified in
subsection 2 or 3, whichever is applicable, for the a:plicable
assessment year beginning with the assessment year following
the calendar year in which those certificates or other funding
obligations are refinanced or refunded after June 30, 1995.

Sec. 16. 1995 Iowa Acts, chapter 184, section 12, is
repealed.

Sec. 17. REPEALS. Sections 260F.4 and 260F.5, Code 1995,
are repealed.

EXPLANATION

This bill makes changes and additions to department of
economic development programs. The bill provides as follows:

Sections 15.343 and 422.16A are amended to remove the $2
million per year cap on the amount which can be transferred
into the workforce development fund from employer withholding
amounts previously used to retire job training program
certificates under chapter 260E. The bill also repeals the
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provisions enacted as part of House File 573 in 1995 which
sunset the workforce development fund program in 1997.

The bill creates an innovative skill development account to
the workforce development fund program. Moneys in the account
shall be used to fund business network training and other
innovative skill development training for Iowa businesses.

Section 15E.112 is amended to provide that not more than
four percent (currently one percent) of the total moneys
available to the support value-added agricultural products and
processes program during each quarter may be used for
administration of the program. The bill also provides that
one and one-quarter percent of the moneys available for the
value-added agricultural products and processes program during
each quarter may be used to fund a microbusiness rural
enterprise assistance program.

New section 15E.113 provides that the department may
contract with a microbusinesses organization which meets
certain criteria, including a track record of assistance to
microbusinesses, to establish a program of assistance to rural
microbusinesses. Microbusinesses are defined by the bill as
service businesses employing five or fewer full-time
equivalent employees with the need for up to $25,000 in
assistance. The department is to report to the general
assembly regarding the activities of the program. Further,
moneys allocated to the program are not to revert to the
general fund. ,

The bill renames chapter 260F the Iowa jobs training Act
and makes several changes to the chapter including the
following:

1. Businesses which are eligible for assistance are those
which are currently training existing employees, rather than
employees in new jobs. The bill provides that a business is
ineligible for assistance if the business is involved in a
strike, lockout, or other labor dispute and that program funds
shall not be used to train replacement workers hired as part

-12-
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of a labor dispute.

2. The bill eliminates the tax increment financihg
provisions currently used to provide program funds under the
chapter. The new jobs credit from withholding is also
eliminated. This provision allowed 1.50 percent of the gross
wages paid to each employee in a new job training project to
be credited to the cost of the training project. The
department of economic development shall allocate funds for
projects under .the chapter.

3. The bill also provides for training of groups of
businesses and for providing a maximum amount of assistance
for businesses partiéipating in training under chapter 260F
would be $25,000 per business with a cap of $50,000 per three-
year period.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY
One of the highest priorities of the Iowa department of

economic development (IDED) is to remove the restrictive
funding cap and 1ift the sunset provision from the original
enabling language for the workforce development fund. Prior
to the passage of this legislation, workforce development
activities in Iowa were fragmented and did not reflect a
coherent state policy. Since the establishment of this fund,
IDED has been successful in integrating the myriad of
workforce development, job training, retraining, education
programs, and funding streams which exist throughout state
government. IDED would like to continue building the
workforce development fund well beyond 1997 so that there is
funding available to take the employee training model to the
next level and past the employee training and retraining
programs now in place.

With the implementation of severe federal funding cuts
looming for workforce development programs in Iowa, the impact '
of lifting the state funding cap for such initiatives will be ‘
immediate and significant. It will allow planned job training
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and retraining activities to progress uninterrupted and with
greater certainty, continuing to provide the educational-
opportunities and competitive advantages needed for Iowans to
succeed in today's difficult job market.

During 1995, Iowa's business training programs were
reviewed by both the community college economic developers and
an appointed job training task force. These two groups
determined that private dollars could be more effectively
leveraged and state funding sources more efficiently utilized
if chapter 260F were to be modified to eliminate the
withholding and property tax increment financing districts for
small business new jobs training programs. They recommended
that chapter 260F dollars be authorized for use to conduct
consortia training for supplier networks and other industry
groups, while at the same time doing away with the distinction
between retraining and new jobs training. Businesses
participating in such supplier network training programs would
have a match requirement, with the maximum award to an
individual business reduced from $50,000 to $25,000 per year
and a cap of $50,000 within a three-year period established.

A microbusiness rural enterprise demonstration project was
funded by the Iowa general assembly in 1994. The results of
that effort show substantial success. Training and technical
assistance were provided to over 40 individuals, 10 of whom
have subsequently started their own small business
enterprises., This proposed legislation for a microbusiness
rural enterprise assistance program will allow the success to
continue and provide training and technical assistance to
those areas of the state not reached by the original
demonstration project.

Diminishing funding sources and increased. programming costs
necessitate the request to increase the amount of
administration costs which may be covered out of value-added
agricultural products and processes financial assistance
program funds. The additional funds will provide for adequate
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administration to continue the success of the program.
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