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Section 1. Section 12.32, Code 1997, is amended to read as
foll ows:

12.32 DEFI NI TIONS

As used in this division, unless the context otherw se
requires:

1. "Eligible borrower" nmeans any person who is in the
busi ness or is entering the business of producing, processing,
or marketing horticultural crops or nontraditional crops in
this state or any person in this state who is qualified to
participate in one of the progranms in this division.

"Eligible borrower" does not include a person who has been
deternmined to be or becones delinquent in making child support
paynents or any other paynents due the state.

2. "Eligible lending institution" neans a financia
institution that is enpowered to make comercial |oans and is
eligible pursuant to chapter 12C to be a depository of state
funds.

3. "Linked investnent" neans a certificate of deposit
pl aced pursuant to this division by the treasurer of state
with an eligible lending institution, at an interest rate not
nmore than three percent bel ow current narket

on the
condition that the institution agrees to Il end the value of the
deposit, according to the investnment agreenent provided in
section 12.35, to an eligible borrower at a rate not to exceed
four percent above the rate paid on the certificate of
deposit. The treasurer of state shall deternm ne and nmake
available the current market rate which shall be used each
nont h.

Sec. 2. Section 12.33, Code 1997, is amended to read as
fol | ows:
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is the public policy of this state that a |inked

~ It
2 5 investnments for tonorrow program

— be established to provide statew de availability
2 7 of lower cost funds for |ending purposes that will inject
2 8 needed capital into the business of, and stinulate existing or
2 9 encourage new businesses in the area of ,_ producing
2
2
2

10 processing, or marketing horticultural or nontraditiona
11 crops.
12

17 Sec. 3. Section 12.34, subsection 1, Code 1997, is amended
18 to read as foll ows:

19 1. The treasurer of state may invest up to the |esser of
20 sixty-five mllion dollars or ten percent of the bal ance of
the state pooled noney fund in certificates of deposit in

22 eligible lending institutions pursuant to this division.

23 Sec. 4. Section 12.40, Code 1997, is anended to read as

24 follows:

25 12.40 RURAL SMALL BUSI NESS
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— LI NKED | NVESTMENT LQAN
2 26 PROGRAM
2 27 1. As used in this section, "rural small business" means
2 28 an existing or new rural snmall business, for which |oca
2 29 conpetition does not exist in the principal realmof business
2 30 activity of that business, and the loss of which will work a
2 31 hardship on the rural comunity.



2 35 2. The treasurer of state shall adopt rul es consistent
3 1 withthis division to inplenent a rural snall business
3 2
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— linked investnment | oan programto maintain and expand
3 3 existing enploynent opportunities and the provision of

—retal
3 4 goods and services on a local level in small rural comunities
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3. In order to qualify as an eligible borrower, the rura
smal | business nust be located in a city with a popul ati on of
five thousand or |ess.

In order to qualify

15

under this program the borrower nust not have a net worth
exceeding five hundred thousand dollars as defined in rules
adopted by the treasurer of state pursuant to chapter 17A and
the rural snmall business nust neet all of the foll ow ng
criteria:

a. Be a for-profit business.

b. Have annual sales of two nmillion dollars or less.

c. Not be operated out of the hone of any person.

d. Not involve real estate investnents, rental of rea
estate, |leasing of real estate, or real estate speculation.




3 25 e. Not provide professional services.

3 26 f. Lliquor, beer, and wine sales nust not exceed twenty
3 27 percent of annual sales.
3 28 4. In order to qualify as an eligible borrower, the

3 29 transfer of

—the

n existing rural small business nmust be by
3 30 purchase, |ease-purchase, or contract of sale. The purchase
3 31 nust be for a portion of the business which is essential to
3 32 its continued viability, including

fixtures

—attached tothe real estate-

3 34 equi prent,_supplies, and machinery relied upon by the

3 35 bhusiness, and inventory for sale by the business.

4 1 5. In order to qualify as an eligible borrower, a borrower
4 2 and the seller of

—the

'_\
N

t

f|>7 ArADMDMADMDMS

n existing rural small business shal

not be within the third degree of consanguinity or affinity.
6. A borrower who neets the requirements of subsection 3

nmay receive a loan under this programfor a new rural small

busi ness. loan proceeds for a new rural small business shal

only be used for the acquisition of inventory, supplies,

machi nery, fixtures, and equipnent relied upon by the

busi ness.
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Loan proceeds shall not be used to refinance

11 existing debt, including credit card debt. However, proceeds
may be used to refinance a short-termbridge | oan made in

13 anticipation of the treasurer's approval of the |inked

14 investnent | oan package.

8. The maxi num

i

anount that a borrower or a
4 16 business may receive

—dhder

during the lifetime of this |oan
17 programshall be fifty thousand doll ars.
18 9. An eligible borrower with an outstanding | ocan nade
19 under either the main street |linked investnents | oan program
20 as created in section 12.51, Code 1995, or the targeted small
21 business linked investnents program as created in section
22 12.43, Code 1997, shall be eligible to participate under the
provisions of this division for the rennining period of
24 eligibility under either of those prograns.
25 Sec. 5. Section 12.41, subsection 1, Code 1997, is anended
26 to read as foll ows:
27 1. In order to qualify as an eligible borrower, the
28 borrower nust not have a net worth exceeding five hundred
29 thousand dollars as defined in the rules adopted by the
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—loan
— anount that an eligible or new
5 3 borrower may receive

purchase or |ease of |and, nachinery, equipnment, or the
purchase of other inputs used in the business of producing,
processing, or marketing horticultural or nontraditional crops
as defined in rules adopted by the treasurer.

Sec. 6. Section 12.41, subsection 3, Code 1997, is anended
to read as foll ows:

3. The maxi mum

—under
— during the lifetime of this loan

5 4 programis two hundred thousand dollars
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Loans nade under this programshall qualify for

the bel ow market rate on the first fifty thousand dollars

|l oaned only. FEach nonth the treasurer of state shal
deterni ne and nmake available a blended rate for all |oan
amounts above the first fifty thousand dollars | oaned under
the program A borrower under this programshall be linmted
to one loan fromone financial institution.

Sec. 7. Section 12.43, Code 1997, is repeal ed.

Sec. 8. Loan applications on file with the treasurer of
state on the effective date of this Act for the targeted snall
busi ness linked investnent program shall be considered
eligible to be considered for participation under the rel evant
|l inked deposit programin this division.

EXPLANATI ON

This bill relates to the linked investnents prograns in
Code chapter 12

The bill anmends Code section 12.32 relating to the
definitions used in the program The bill provides that a
person does not qualify as an eligible borrower if the person
has been deternined to be or beconmes delinquent in paying
child support or any other paynments due the state. The bill
provides that the treasurer of state shall determnm ne and make
avai |l abl e each nonth the current narket rate which shall be
used by institutions in determining interest rates for
certificates of deposit placed by the treasurer of state. The
bill provides that the treasurer of state may invest up to the
| esser of $65 million or 10 percent of the bal ance of the
state pool ed nmoney fund in certificates of deposit under the
i nked deposit prograns.

The bill provides that the rural small business programis
a | oan programfor an existing or new rural small business
located in a city with a population of 5 000 or less. The
bill provides that the programis not limted to situations
involving the transfer of ownership of an existing business.
In order to qualify under the program the borrower nust have
a net worth of $500,000 or |ess and the business nust be a
for-profit business, the business nmust have annual sal es of
$2, 000, 000 or |ess, the business nust not be operated out of
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any person's hone, the business nust not conduct real estate
transacti ons, the business nust not provide professiona
services, and liquor, beer, and w ne sal es nust not exceed 20
percent of annual sal es.

The bill provides that |oan proceeds for a new rural small
busi ness under the rural small business |inked investnment |oan
program shall only be used for the purchase of inventory,
supplies, machinery, fixtures, and equipnent relied upon by
t he busi ness.

The bill provides that the maxi mum anount that a borrower
or a business may receive during the lifetine of the rura
smal | business |inked investrment |oan program shall be
$50, 000. The bill provides that eligible businesses receiving
| oans nmade under the nain street |inked investnments |oan
program or the targeted small business |inked investnents
program whi ch renmain outstanding shall be eligible to
participate under this programfor the remaining eligibility
peri od under those two prograns.

The bill anmends the horticultural and nontraditional crops
i nked i nvestnent | oan program by providing that an eligible
borrower shall not have a net worth exceedi ng $500, 000 and the
maxi mum anount a borrower may receive during the lifetinme of
this | oan programis $200,000. The bill provides that |oans
made under the programshall qualify for the bel ow market rate
for the first $50,000 | oaned and a bl ended rate for al
amounts over the first $50,000 | oaned under the program The

bill provides that a borrower under the program shall be
limted to one loan fromone financial institution
The bill repeals the targeted small business |inked

i nvest ments program under Code section 12.43. The targeted
smal | business |inked investnments programwas created to
provi de | ower cost nobneys to inject capital into small

busi nesses owned and operated by wonen or minorities. A

nor atori um on new | inked investnents under this programis
currently in place until June 30, 1997, pursuant to 1996 |owa
Acts, chapter 1058, section 9.

Loan applications on file with the treasurer of state on
the effective date of this Act for the targeted small business
|l inked i nvestnents program shall be eligible to be considered
under the relevant |inked deposit programin this division.
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