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An Act relating to agricultural finance and providing an
appropriation and taxation exemption, and providing an
effective date.

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

SENATE FILE 2415
5-5462
Amend Senate File 2415 as follows:
1. Page 16, by inserting after line 21 the (n

following:

"aa. 1In order to receive financing, a corporation
must meet all of the requirements specified in section
15.329, subsections 1 and 2, except for the
requirements provided in subsection 1, paragraphs "e"
and "f", of that section, and in subsection 2,
paragraphs "b" and "c¢", of that section.”

By MATT McCOY
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Section 1. LEGISLATIVE FINDINGS. The general assembly
finds and declares all of the following:

1. a&a. The economic structure of agriculture, including
the production of agricultural commodities and the processing
and marketing of agricultural products, 1s undergoing a period
of rapid transformation.

{1} Longstanding government programs supporting prices for
agricultural commodities are being phased out, and new
technologles and management arrangements are creating large
scale integrated systems for producing and processing

agricultural commodities, and marketing agricultural processed

products.
(2} An increasing world demand exists for high quality
agricultural products caused by the simultaneous reduction of

trade barriers among nations and an increase in income of
those nations' populations.

b. The ability of this state and its agricultural
producers to adapt to these forces and thelr consequences at
the threshold of the twenty-first century will determine the
degree to which this state will prosper.

2. a. A need exists for additional sources of financing
for local agricultural producer-led ventures to expand
production, processing, and marketing of high value
agricultural products, to organize new business structures
within the state to carry out these ventures, and to market
and deliver increasingly high value agricultural products to
consumers around the world.

b. Traditional channels of financing and business
organization have not been adequate to address this need.

c. A trend toward corporate vertical integration in the
production. processing, and marketing of agricultural products
exists which requires agricultural producers to develop
innovative cocperative ventures in order to successfully
compete in a charging marketplace.

3. It is necessary for the state to authorize the

_l_
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foermation of private corporations in crder to provide sources
of investment capital to encourage agricultural! producer-led
ventures, including providing limited state financial support
necessary to stimulate these ventures.

4, A1l of the purposes stated in this Act are public
purposes. All of the following is necessary in order to
satisfy the intent and promote the purposes of this Aci:

a. The authorization of the formation of Iowa egricultural
induscry finance corporations as provided in this Act,
including authorizing persons to faciiitate the formation of a
private corporation.

5. The use of public moneys to support activities
identified in this Act, including funding Iowa agricultural
incdustry finance corporations, making available loans to
initiate ventures as provided in this Act, and providing
incentives included in this Act for gualified Iowa
agricultural industry financing corporations.

DIVISION XIX
ICWA AGRICULTURAL INDUSTRY FINANCE CORPORATICNS
Sec. Z. NEW SECTION. 15E.201 SHORT TITLE.
This division shall be known and may be cited as the "Icwa

Agricultural Industry Finance Act".
Sec. 3. NEW SECTION. 15E.202 DEFINITIONS.

Except as otherwise provided in this division, or unless

the contex:t otherwise requires, the words and phrases used in
this division shall have the same meaning as the words and
phrases used 1in chapter 490, including but not limited to the
words andé phrases used in section 490.140. In addition, all
of the following shall apply:

1. ™"Actively engaged in agriculture" means to do any of
the following:

a. Inspect agricultural operations periodically angd
furnish at ieast half the direct cost of the operatiocone.

b. Regulaiiy and frequently make or take an impcriant

in making managemant decisions substantially contributirg
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or affecting the success of the agricultural operation.

¢. Perform physical work which significantly contributes
to agricultural operation.

2. "Agricultural commodity" means any unprocessed
agricultural product, including livestock as defined in
section 717.1, agricultural crops, and forestry products
grown, raised, produced, or fed in this state for sale in
commercial channels.

3. "Agricultural operation” means an operation concerned

with the production of agricultural commodities for processing

into agricultural processed products.

4., "“Agricultural processed product" means an agricultural
commodity that has been processed for sale i1n commercial
markets.

5. "Agricultural prcducer" means a person who is any of
the following:

a. An individual actively engaged in agricultural
production.

b. A person cther than an individual, if the person is any

of the following:

{l1) A general partnership in which all the partners are
natural persons, and cne of the partners is actively engaged
in agricultural production.

{2} A family farm corporaticn as defined in section SH.1,
if a shareholder and an officer, director, or employee of the
corporation is actively engaged in agricultural production.

{(3) A famiiy farm limited liability company as defined in
section 9H..1, if a member or manager of the family farm
limited liability company is actively engaged in agricultural
production.

14} A family farm limited partnership as defined in
section 3H.1l, if & general partner 1s actively engaged in
agricultural rrocuction.

(5} A family trust as defined in section %H.1, if a

oeneficiary is actively engaged in agricultural production.

_3-
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6. M"Agricultural prcduct” means an agricultural commodity
¢r an agricultural processed product.

7. "Certified facility"™ means a facility used to process
agricultural products as certified by a corporation pursuant
to section 15E.210,

8. ‘'"Department" means the department cf economic
development as created in section 15.101.

9. "Economic development board" means the economic
development board created pursuant to section 15.103.

18. "Iowa agricultural industry finance corporation” or
"corporation” means a corporation formed under this division.

11. "“Iowa agricultural industry finance loan" means a loan
made to a qualified Iowa agricultural industry finance
corporation pursuant to section 15E.208.

12. "Iowa agricultural industry venture" means an
enterprise involving agricultural producers investing in a new
facility or acquiring or expanding an existing facility in
this state which is used to process agricultural commodities
produced in this state, if the purpose of the enterprise is Lo
accomplish all of the following:

a. The creation and retention of wealth in this state
derived from processing and marketing agricultural commodities
produced in this state.

b. 1Increasing production, processing, and marketing of
value-added agricultural preoducts in this state.

c. Providing for a substantial equitable ownership
interest in the enterprise by Iowa agricultural producers.

d. Providing an alternative in this state to corporate
vertical integratien in the production, processing, and
marketing of agricultural products.

13. "Loan" means providing financing to a person under an
agreement reqguiring that the amount in financing be repzid at
& maturity date; with an interest rate. and other conditions

as specified in the agreement.

~*

14, "Qualif:ed invesitor” means anv cf the folliowinc
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a. An agricultural producer.

b. A cooperative corporatlon organized under chapter 501.

c. A networking farmers entity as defined in section 10.1.

15. "Qualified Iowa agricultural industry finance
corporation” or "qualified corporaticn" means an Iowa
agricultural industry financing corporaticon which meets the
eligibility requirements of and is approved by the department
pursuant to section 15E.208.

Sec. 4. NEW SECTION, 15E.203 FINDINGS ~-— INTENT AND
PURPOSES.

1. The general assembly finds that this state is in a

period when the economic structure of agriculture and the
production, processing, and marketing of agricultural products
1s undergoing a period of rapid transformation.

2. It is the intent of the general assembly and purpose of
this division that this state capture the greatest benefit
from opportunities created during this period, by enccouraging
local agricultural producer-lsd ventures to expahd production
and processing of nigh value agricultural products, including
agricultural processed products, to organize new business
structures within the state to carry out these ventures, and
to market and deliver increasingly high value agricultural
products to consumers around the world. 1In carrying out this
purpose, state resources provided by this division shall be
used to assure all of the following:

a. That the majority of the wealth created by lowa
agricultural productivity is retained in this state.

b. That employment in the production, processing, and
marketing of agricultural products, and especially
agricultural processed products, is increased in this state.

¢c. That agriculitural producers in this state are provided
with an opportunity to acquire a majority ownership interest
1n Yowa agricultural indusiry ventures promoted under this
division.

d. That this state becomes a world model for agricultural

-5
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producer-based vertical cooperation which depends upon breadly
shared access to information, capital, and cooperative action.

e. That the use of private resocurces with state incentives
establish Iowa as the world leader in responsibly produced
agricultural products that meet the needs of consumers
throughout the world,

Sec. 5. NEW SECTION. 1SE.2(04 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIGNS -— SCOPE OF POWERS AND DUTIES.

1. An Iowa agricultural industry finance corporation

formed under this division shall be subject to and have the
powers and privileges conferrad by provisions of chapter 4¢0.
unless otherwise iimited by or inconsistent with the
provisions of this division.

2. Nothing in this division requires any of the following:

a. That a limited number of Iowa agricultural industry
finance corporations are authorized to be fcimed. However,
the department may strictly interpret and apply the
requirements of this division in determining whether a
corporation is & qualified corporation under section 15E.208.

b. That a corporation be crganized on a cooperatcive basis,
inciuding structured, organized, or operated pursuant to 26
U.8.C. § 1381{a).

c. That a corporation is restricted from holding,
acquiring, or transferring financial or security instruments,
including but not limited to & security regulated under
chapter 50Z, money, acgcounts, and chattel paper under chapter
554, security interests under chapier 554, or a morigage o©f
ceed of trust under chapter 654.

3. An Iowa agricultural industry finance corporation 1is a
private business corporation and not a puklic corporation ¢r
instrumentality of the state. Except as provided in this
division, nothing in this civision exempts an Iowa
agricuitural industsy finance corporation from the same
requirements uncer state law wnich apply {o other J0rPoraliuns

organized undev cnapter 480, ingluding taxation prowvizlc .s
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under chapter 422 or Title X, subtitle 2 of this Code, or
security reqgulations under chapter 502.

Sec. 6. NEW SECTION. 1S5E.205 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPCRATIONS -- REQUIREMENTS.

1. A corporation incorporated under chapter 490 is an Iowa

agricultural industry finance corporation, if the corporation
complies with the requirements of this section and section
15E.206. In addition to the other reguirements for a
corporation organized under chapter 450, all ¢f the following
shall apply:

a. At least fifty-one percent ¢f the corporation's common
stock must be held by agricultural producers. At least fifty-
one percent of the corporation's voting stock must be held by
agricultural producers.

b. The purpose of the corporation must be limited to
providing financing to eligible persons under section 15E.210
who are engaging in Iowa agricultural industry ventures
limited to establishing a business structure in which
agricultural producers produce agricultural commodities for
processing and marketing as agricultural processed products.

2. The requirements of this section shall be memcrialized
in the corporation's articles of incorporation.

Sec. 7. NEW SECTICN. 1SE.206 FORMATION OF AN IOWA
AGRICULTURAL INDUSTRY FINANCE CORPORATION.

i. This section authorizes the formation of Iowa

agricultural industry {inance corporations in order to perfect
the manner in which such corporations are formed and operate.
Such a corporation is a private business corporation and not a
public corporation or instrumentality of the state. The
corporation shall not enjoy any of the privileges nor be
reguired to comply with any of the requirements of a state

agency.
2. In facilitating the formation of an Iowa agricultural
industry firance corporation, tne following persons shall

serve as incorporators as provided in section 490.201:

_7_
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a. The chairperson of the economic development board or a
designee of the chairperson.

©. The director of the department of economic development,
or a designee of the director.

¢. The secretary cf agriculture or a designee of the
secretary.

3. After incorporation. such a corporation shall be
organized by an initial board of directors as provided in
cnapter 490, division II. The initial board of direciors
shall be elected as focllows:

a. An interim board of directors for the cocrporation,
composed of the members of the economic development board,
shall appoint a nominating committee. The members of the
nominating committee shall include persons who have an
expertige in areas of banking, agricultural lending, business
development ., agricultural productlon and processing, segc and
venture capital investment, ané other areas of expertise as
deemed appropriate by the interim board of directors.

b. Members of the interim board of directors and members
cf the nominating committee shall hold a joint meeting to
elect five initial board directors from the lList of candidates
nominated by the nominating committee.

¢. Upon the election of the initial board of directors,
the terms of the interim board of directors and the nomlnating
committee shall expire.

4. The Jepariment shall assist the incorporators, the
interim board of directors. and the neminating committee in
any manner determined necessary and appropriate oy the
economic development board and the director of the department
in order toc administer this section.

Sec. 8. NEW SECTION.  1SE.Z207  IOWA AGRICULTURAL INDUSTRY
FINANCE CQRPORATIONE -- GUIDING PRINCIPLES.

In carrying oul ilis duties and exercising its powers uvader
this cdivigion, an Iowa agriculturel industry finance

corporéition shall be guided v the feolilewing principles:

¥,
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1. The corporation must exercise diligence and care in the
selection of persons and projects to receive financing as
provided in section 15E.210. The corporation must apply
customary and acceptable business and lending standards and
practices in selecting persons and projects designated for
financing and managing agreements under which financing is
provided.

2. Except as otherwise provided in this section, the
corporation shall not become an owner of real or depreciable
property. including agricultural land, as provided in section
9H.4. However, this subsection shall not preclude the
corporation from holding an interest in real or depreciable
property if any of the following apply:

a. The corporation holds nonagricultural property for
purposes of carrying out the management of its corporate
affairs, including office space, furniture, and supplies.

b. The corporation holds an interest in real or
depreciable properiy on a temporary basis, and any of the
follewing apply:

{1} The interest is a bona fide encumbrance taken for
purposes of security in connection with providing financing
under section 15E.210.

{2) The interest is acquired by operation of law;
including by any of the following:

{a) Devise or bequest.

(b)Y Court corder.

{c) Dissolution under chagter 490, division XIV.

(d} Order in bankruptcy.

{e) Pursuant to a proceeding to ernforce a debt against
real property under chapter 654, to forfeit a contract to
purchase real properiy under chapter €56, to enforce a secured
interest in real or depreciable property under chapter 554, or
to otherwicsa garnish, levy on, execute on, seize, or attach
real or depreciaple property in the collection of debts, or by

any procedure for the enforcement of & lien or claim.

-9-
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{3} The interest is acquired in order to facilitate a
transfer between persons pursuant to a transaction authorized
under this division.

Sec. 9. NEW SECTION. 15E.208 QUALIFIED CORPORATIONS --
IOWA AGRICULTURAL INDUSTRY FINANCE LOANS.

1. The department may award an Iowa agricultural industry

finance loan to an Iowa agricultural industry finance
corporation, if the department in its discretion determines
that the corporation is qualified under this section.

2. The corporation must apply for an Iowa agricultural
industry finance loan on forms and according.to procedures
required by the department.

3. The department may loan all or part of the amounts
available to the department pursuant to this division to a
qualified corporation with provisions and restrictions as
determined by the department and contained in a loan agreement
executed between the department and the qualified corporation.

2. The department may attach conditions to the granting of
the loan as it deems desirable. The attorney general shall
assist the department in drafting loan agreements and in
collecting on the loan agreement.

b. The loan shall be repayable upon terms and conditions
negotiated by the parties., The repayment period shall begin
six years following the date when the loan is awarded and end
twenty-five years after the date that the repayment period
begins. At least four percent of the amount due shall be pa:id
each year tc the department. The corporation shall not be
subject o a prepaymeni penalty.

4. A corporation shall not provide financing to support a
person who is either of the following:

a. An agricultural producer, if any of the following
appllies:

{1) The agricultural producer is a party to a pending
action for a violation of chapter 455B concerning a

confinement feeding operation in wnich the person has a

-10-
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controlling interest and the action is commenced in district
court by the attorney general.

{2) The agricuitural producer or a confinement feeding
operation in which the agricultural producer holds a
controlling interest is classified as a habitual violator
under section 455B.191.

b. An agricultural products processor, if the processor or
a person owning a controlling interest in the processor has
demonstrated, within the most recent consecutive three-year
period prior to the application for financing, a continuous
and flagrant disregard for the health and safety of its
employees or the quality of the environment. Vioclations of
environmental protection statutes, rules, or regulations shall
be reported for the most recent five-year period prior to
application. Evidence of such disregard shall include a
history of sericus or uncorrected violations of state or
federal law protecting occupational health and safety or the
environment, including but not limited to serious or
uncorrected violations of occupational safety and health
standards enforced by the division of labor services of the
department of employment services pursuant to chapter 84A, or
rules enforced by the environmental protection division of the
department of natural resources pursuant to chapter 455B.

5. In order to be eligible as a gualified Iowa
agricultural industry finance corporation, all of the
following conditions must be satisfied:

a. The corporation must only provide financing to persons
and ventures eligible under section 15E,210.

b. The corporation must demonstrate that it complies with
guiding principles for the corporation as provided in section
15E.207.

¢. The corporation must adopt policies and procedures
which maximize public oversight into the affairs of the
corporation, by providing a forum for public comment, an
opportunity for public review of the corporation's acticns,

_ll_
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and methods to ensure accountability for the expenditure of
public moneys loaned to the corporation.

d. The corporation's articles of incorporatlon must comply
A with requirements established by the department relating to
the capacity and integrity of the corporation to carry cut the
purposes of this division, including but not limited to all of
the following:

{l) The capitalization of the corporation.

{2) The manner in which financing is provided by the
corporation, including the manner in which an Iowa
agricultural industry finance 1loan can be used by the
corporation,

{3) The conposition of the ceorporation's board of
directors. The board must be composed of persons
kncwledgeable 1n Iowa agricultural industries including 2
representative number of individuals experienced and
knowledgeable in financing new agricultural industries.

(4} The manner of oversight required by the department or
the auditor of state. The articles must provide that the
corporation shall submit a report (o the governor, the general
assembly, and the department. The report shall provide a
description of the corperation's activities and a summary of
its finances, including financial awards. The report shall be
submitted not later than January 10 of each year. The
articles shall provide for an annual audit by the auditor of
state or a certified public accountant licensed pursuant to
chapter 542C. A summary of the audit shall be included in the
report.

{5) The execution of an agreement beiween the corporation
and an eligible recipient as required by the department as a
condition of providéing financing, in which the eligible
recipient agrees tc cecome 2 shareholder in the corporation.
The agreement snell be for a period of not less than ten
years. A&n agreement snall at ieast provide all the
following:




(2} The establisnment of a common stock pricing system.

s

The scCCk shall e frozen agailnst price appreciation for the
first five years of the life of the corporation. The articles
shall contain waivers for death and disability.

{b) The maintenance of stock ownership by arn eligible
recipient until a financial assistance cbligation due the
corporation is satisfied.

(c} A reguirement that the par value of participating
common stock be established prior to previding financial
assistance tc an eligible recipient.

e. & portfolio which 1s diversified among all types of
agricultural commodities must be maintained.

f. Tne corporation may oniy be terminated by the fcllowing

methods, unless approved by the department:

(1) Merger or share exchange under chapter 430, divisicn
XI.

(2) Dissoilution as provided in chapter 490, division XIV,
part A.

{3) A saie, lease. exchange, mortgage, pledge, transter,
or other disposition, in one or more transactions of assets of

the corporation which has an aggregate market value egual to
£ifty percent or more of either the aggregate market value of
all of the assets of the corporation determined on a
consolidated basis, or the aggregate market value of all the
cutstanding stock of the corporation.

The corporaticn mav deviate from a reguirement in this
subsection, upon the affirmative vote of a majority of the
corporation’s bcard of directors, and approval of the
department based on the department's determination trat the
activity furcners the interest of Iowa agricultural producers
to process thelr own agricuitural products and the approval by
the board of directors is integral to accomplishing the
purposes of the corporation.

6. The department shall provide for the default of the

loan if the qualified corporation does any of the following:

-13._




S.F. el'5 wu.r.

a. Violates a provision of the articles of incorporation
or an amendment to the articles of incorporaticn that is
required by this division which violation is not approved by
the department.

b. Violates the terms of the loan agreement executed
between the department and the corporation, which violation is
not approved by the department.

¢. Fails to comply with the reguirements of section
15E.205.

d. Completes a transaction, if all of the following apply:

{1) The transaction involves any of the following:

{a) A merger or share exchange under chapter 480, division
XI.

{(b) The sale, lease, exchange, mortgage, pledge, transfer,
or other disposition, in one or more transactions of assets of
the corporation which has an aggregate market value equal to
fifty percent or more of either the aggregate market vaiue of
all of the assets of the corporation determined on a
consclidated basis, or the aggregate market value of all the
outstanding stock of the corporation.

{2) The surviving entity of a merger or share exchange, oOr
the entity acguiring the assets of the corporation fails to
meet the regquirements of section 15E.205.

7. In an action to enforce a judgment against a qualified
corporation, the interest cof the state shall be subrogated to
the interests c¢f holders of bonds issued by the corpeoration.

&. Moneys repaid or collected by the department under this
, section shall be deposited into the general fund of the state.
Sec. 10. NEW SECTION. 15E,209 TAXATION EXEMPTION.
Dividends received by the shareholders of a qualified Icwa

agricuitural industry finance corporaticn shall be exempt from
Iowa income tax under chapter 422, if more than fifty percent
oL the eguity ¢l the corpecration is attributable to an Iowa

: agricultural industry finance loan as provided in section
15%.2¢8.




Sec. 11. H®EW S=CTION. 182,210 DINANCING PROVIDED BY AN .
ICWA AGRICULTURAL INDUSTRY FINANCE CORPCRATION.

1. An Iowa agricultural industry finance corporation may
only provide financing {0 a person determined eligible by the

corporation according to requirements of the corpcration and
this section. At & minimum, an eligibie person must be one of
the following:

a. An agricultural producer under all of the following
conditions:

{1} The agricultural producer must be a resident of this
state at the time the financing is provided. 1If the person is
not an individual, then a partner of the general partnership,
shareholder of the family farm corporation, ¢or member of the
family farm limited liability company must reside in this
state at the time the financial assistance is awarded.

{2} The agricultural producer must participate in an Iowa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural producer .
and the corporation. The agreement may require that the
agricultural producer acquire an interest in an agricultural
products processcr certified by the corporation, or enter into
a marketling agreement under which the agricultural producer
agrees to market an amount of the agricultural producer's
agricultural commodities to the agricultural products
processor.

b. The corporation may provide financing toc an
agricultural products proccessor as part of an Icwa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural products

processor and the corporation. The corporation shall only

provide financing if the venture involves the construction,
expansion. or acquisition of an agricultural products
processing facility as certified by the corporation and if all
of the following apply:
{1} The certified facility must be located in this state. .

-15_
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{2} Either of the following apply:

{a) More than fifty percent of the ownership interest in
the certified facility must be held by qualified investors.

If the certified facility is owned by an entity rather than by
individuals, more than fifty percent of the interest in the
entity and more than fifty percent of the voting interest in
the entity must be held by gqualified investors.

{b) More than fifty percent of the commodities processed
by the certified facility during any twelve-month period is
purchased from agricultural producers who are residents of
this state at the time that the financing is provided. If the
agricultural producer is not an individual, then a partner of
the general partnership, shareholder of the family farm
corporation, or member of the family farm limited liability
company must reside in this state at the time the financing is
provided.

2. Financing may be in the form of & loan, loan guarantes,
sale and purchase of mortgage instruments for eligible
recipients, or other similar forms of financing. The
financing shail be awarded pursuant to an agreement bet{ween
the corporation and the eligible person.

3. A corporation shall not provide financing to support an
outstanding céebt or other cbligation, regardiess of whether
the original financing was provided by a corporation.

Sec. 12. NEW SECTION. 15E.211i OBLIGATIONS.

The obligations of the corporation ars not obligations of

this state or any political subdivision of this state within
the meaning of any constitutional or statutcry debt
limitations, but are obligations of the corporation pavabie
solely ang only from the corporation's funds. The corperation
shail net pledge the credit or taxing power of this state or
any political subdivision of this state or make its debts
payable out of any moneys except for :those ¢f the corporation.

Sec. 13. HNEW SECTICON. 158,212 RULES.

The department may adopi rueles pursuant to chapter 172

_16_
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necessary toc agminister this division. ‘
Sec. 14. Section 423.24, subsection 1, paragraph a,
subparagraph {2), Code Supplement 1997, is amended to read as
follows:
(2) Beginning-danuary-i7-192657-through-bBecember-337-299%;
two-rrilion-five-hundred-chousand-doitars-per-quarcer-shaii-be

depostted-into-and-eredited-to-the-fowa-comprehensive

A o~ W s W M

petroleum-underground-sterage—tanik-marketabitrty-fund-created

\o

tn-sectten-4556-21+ Beginning January 1, 1998, through
Becember-33;-2802 June 30, 1999, four millicon two hundred
fifty thousand dollars per quarter shall be depestited-inte-and

-
(]

—
ST

credited to the Iowa-vomprehensive-petroieum-underground

et
[#%]

storage—tank-marketabitity-fund-created-in-seceiton-4556+21

14 department of economic development. However. not more than a

15 total of twenty-five million dollars shall be credited to the

16 department. The moneys so deposited credited are a continuing

17 apprepriation to be expended in-aceerdance-with-sececten

1B 455€-2%t to carry cut the provisions of section 15E.208, and .
19 the moneys shall not be used for other purposes.
20 Sec. 15. 1995 Iowa Acts, chapter 215, section 29,

21 subsection 1, is amended to read as fcllows:

22 1. Section 423.24, subsection 1, paragraph "a",

23 subparagraph {2) is repealed on danuary-17-20€3 July 1, 1999.
24 Sec. 16. TRANSFER AND RETROACTIVITY. Moneys deposited 1in
25 the Iowa comprehensive petroleum underground storage tank

26 marketability fund created in section 455G.21 derived from the

27 use tax as provided in section 423.24, Code Supplement 1997,

28 from January 1, 1998, until July 1, 1998, shall be transferred

25 to the department of economic development for use as provided

30 in section 15E.208, as enacted in this Act. This section

31 shall be retroactively applicable on and after January 1,

32 1998.

33 Sec. 17. DIRECTIONS TC CODE EDITOR. Section 15E.202,

34 subsection 14, paragraph "c", as enacted in this Act, is

35 amended by striking the paragraph, and the Code editor is .

-17-
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directed to eliminate the paragraph, if 18%8 Iowa Acts, House
File 2335, is not enacted by the Seventy-seventh General
Assembly, 1998 Session.

Sec. 18. EFFECTIVE DATE. Section 16 of this Act, being
deemed of immediate importance, takes effect upon enactment.

EXPLANATION

This bill relates to agricultural finance. Major sections
of the bill provide for all of the following:

Section 1 of this bill is not codified. It provides for

=t
Lo N~ B e - B S B« T VLA~ R PR S B B

legislative findings by the general assembly. The bill

—
'_l

provides that the general assembly finds that the eccnomic
struccure of agricultural production is undergoing a period of
rapid transformation; there is an increasing world demand for

high gquality agricultural products; there is a need for

(e I ST o
Vo e

additional sources of financing for local agricultural

[
o

producer~led ventures to expand production, processing, and

ad

marketing of high value agricultural products; and it is

b

necessary for the state to authorize the formation of private

corporations in order to provide sources cf investment capital

b
'=JEV-I ¢

to encourage agricultural producer-led ventures.
The bill establishes a new division within chapter 15E
which authorizes the establishment of Iowa agricultural

[ B A% B 8
LVS I S T

industry finance corporations.
Code section 15E.201 provides that the division shall be

™
&>

known and may be cited as the "Towa Agricultural Industry

NN
LSA I 4}

Finance Act”.
27 Code section 15E.202 provides definitions. Generally, the

28 worcés and phrases used in the division have the same meaning

Lt
u
n

us

€]

d in chapter 4%0, the "Iowa Business Corporation Act".

)
+
o

e segction also provides a number of additionral definitions
1 used in the division, including definitions for "actively

2 engaged in agriculiture", and "agricultural producer”,

A Code section 15E.203 provides for findings, intent, and

34 purposes of the division., The section provides that it is the

32 Intent of the general assembly that this state capture the

_LS_
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greztest S3neill Irom opportiunitiesg creatad during the pericd
of transition notec 7 the findings, by encouraging lccal
agricultural vrocucer-led veniures to zsxpandéd production and
processing of high value agricultural products. The section
provides thaz it is the interntion of the general assembly that
the maijority of the wealth created by Iowa agricultural
productivity is retained in this state: that employment in the
production, processing; and marketing of agricultural products
is increased in thig state; and that agricultural producers in
this state pe provided with an opportunity to acquire a
majority cwnership interest in Iowa agricultural industry
ventures,

Code section 15E.204 provides for the powers of Iowa
agricultural indusiry finance corporations., The section
provides that generally, these corporations have the same
powers and privileges ccnferred by provisions of Code chapter
430. The secticn provicdes that the divisicon cdoes not limit
the aumber of Iowa agricultural industry finance corporations
authorized to be established and that a corperation not be
restricted from nholding financial or security instiruments.

The section also provides that an Iowa agricultural industry
finance corporation is a private business ccrporation and not
a public corporaticn or instrumentality of the state.

Code section 15E,205 provides that an entity incorporated

under Code chapier 450 Is an Iowa agricultural industry

F=

finance ccrporation. if the corporation complies with certain
requirements. The section provides that at least 51 percent
of the corporation's common stock must be held by agricultural
producers, and a: least 51 percent of the corporation’'s voting
stock must e held by agricultural producers. In addition,
the purpose of the corporation must be limited to providing
financing tc eligible persons who are engaging in Iowa
agricultural industry ventures in which agricultural preoducers
produce agricultural commodities for processing and marketing

as agricultural processed procucis.

_19_.
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Code section 15E.206 provides for the formation of model
Iowa agricultural industry finance cecrporations in order to
perfect the manner in which such corporations are formed and

cperate. The section provides for incorporating the

1
2
3
4
S5 corporation and the election of an initial board of directors,
6 with assistance from the department of economic development.

7 Code section 15E.207 provides that i1n carrying out its

8 duties and exercising its powers, an Iowa agricultural

9 industry finance corporation must be guided by several

1¢ principles. It must exercise diligence anc care in the

11 selection of persons and projects to receive financing, and 1
12 with limited exceptions, it cannot hold an interest in real or |
13 depreciable property.

14 Code section 15E.208 provides that the department of

15 ecconomic development may award an Iowa agricultural industry
16 finance loan to an Iowa agricultural industry finance

g 17 corporation, if the departmert in its discretion determines
. i8 that the corpcration is qualified. The department may attach
19 conditions to the granting of the lcan as it deems desirable.
20 The loan is repayable upon terms and conditions negotiated by
21 the parties. However, the loan's repayment schedule shall not
22 exceed 25 years from the date that the lcan is issued. The
22 section places a number of restrictions upon corporations who
24 are eligible for assistance. The corporation must provicde for

25 public oversignt and its articles of incorpeoration must comply
l 26 with requirements estabiished by the depariment relating to

27 the capacity and integrity of the corporaticn to carry out the
28 purposes of this division of Code chapter 15E. The section
29 alsoc reguires 2 default of a lcan if a corporation fails to
3¢ comply with requirements c¢ontained in the division cor py the
31 department, or 1s involved in winding up its affairs pursuant
32 to merger or sale.
33 Code section 15E.Z0% provides that dividends recelved by
34 the sharenolders of a gualified Iowa agricultural industyry

3% finance corporation are exemp: from Icwa income tax undsr Code
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chapter 422, if more than 50 percent of the eguity of the .
corporation is atiributable tc an Icwa agricultural industry
finance loan.

Code section 15E.210 provides requirements for a
corporaticon extending financing to agricultural producers.

The agricultural producer must be a resident of this state at
the time the financing 1s provided. The agricultural producer
must participate in an Iowa agricultural industry venture as
provided according to the terms of an agreement executed by
the agricultural preoducer and the corporation. The
corporation may also provide financing to an agricultural
products processor as part of an Iowa agricultural industry
venture. Thne corporation shall only provide financing if the
venture involves the construction, expansion, or acquisition
of an agricultural products processing facility as certified
by the corporaticn in which agricultural producers are
involved. The section provides that financing may be in the
form of a loan, loan guarantee, sale and purchase of mortgage .
instruments for eligible recipients, or other similar forms of
financing.

Code section 15E.211 provides that the obligations of the
corporation are not obligations of this state or any political
subdivisicn of this state.

Code section 15E.212 authorizes the department of economic
development to adopt rules under chapter 17A necessary tc
administer the division.

Code section 423.24 is amended. Code section 423.24
ailocates use tax moneys to the Iowz comprehensive petroleum
underground storage tank marketability fund through December
31, Z2002. This bill provides that $4,250,C00 per guarter from
the use tax shall be credited to the department for purposes
of supporting tie bill until June 39, 1999, to a maximum of
$25 miiiion. Ancther section in the bill provides that moneys
deposited in tae Icwa comprenensive petroleum underground

storage tank marketability fund from January 1, 1998, until

\I
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i the effective date of this bill must be traznsferred to the

2 department. That section of the biil is made effective upon
3 enactment.

o

LU~ T o + B S B« A V)

W W
S W

93]
i

L-1
N
u
T
LN
o
L]
{
-
-

I
"
f\
{1,
il

~.




“

HOUSE CLIP SHEET APRIL 7, 1998 Page 30

\_p

SENATE FILE 2415
FISCAL NOTE

A fiscal note for Senate File 2415 as passed by the Senmate is hereby submitted
pursuant to Joint Rule 17. Data used in developing this fiscal note is
available from the Legislative Fiscal Bureau to members of the Legislature upon
request.,

Senate File 2415, as passed by the Senate, relates to agricultural finance.
The Bill re-allocates §25.0 miilion of use tax revenue from the Underground
Storage Tank Program to the Department of Economic Development to be used for
Ifcwa Agriculturegl Industry Finance Loans. The loans may be made to qualified
lowa Agricultural Industry Finance Corporations, The loans shall be repaid in
25 annual installments, beginning six years after the loan is made. Locan
repayments would be deposited to the General Fund. The Bill does not require
interest to be paid on the loan balance. Dividends received by Corporation
shareholders would be exempt from Iowa Income Tax.

ASSUMPTIOHS

1. The interest rate in all years will be 5.952 {the current 30-year U.S.
Treasury Rate).

2. All loens will be repaid on time and the Department will not re-loan the
money.

3. The Department of Economic Development will requive 1.0 FTE and $75,000
annually to administer the Program.

FISCAL IMPACT

The fiscal impact of the $25.0 miliion loan provision is $15.4 million,
computed by comparing the present value of the loan repayments invested over 30
years versus the present value of the $25.0 million invested over 30 years.
The fiscal impact would increase if any loan payments were not made due to
defgult or changes in loan repayment requirements. If no loan repayments are
made, the fiscel impact would be $25.0 millicn.

The <{iscal impact of cthe tax exemption on ¢ividends cannct be determined
becsuse the profitabllity of the corporation{s) cszanot be pradicted. The Biil
does =not  provide fimancing or the FTE peositiss requived zo geminister the
Zrogram. She fiecsl  impanct  of adwministration woulc therefore fall on other
programs administerad by the Deparimernt cf Zconemic Devalgpmant.

Toaere  would 02 @ eoslvive filaczal impast on Stata g loz2l tau revanues (o the
exfeni  Lnal Lhne Loens Cregte net cconomic aciiviio withiz tlhe €uate that would
ndC ouherwizz exist. Thet fizcel impeci cannot be cetecmingd
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FILED APRIL 6, 1998 BY DENNIS PROUTY, FISCAL DIRECTOR
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SENATE FILE 2415
FISCAIL NCTE

A fiscal note for Senate File 2415 is hereby submitted pursuant to Joint Rule
17. Data used in developing this fiscal note is available from the Legislative
Fiscal Bureau ro members cf the Legislature upon request.

Senate File 2415 relates to agricultural finance. The Bill re-allocates $25.0
million of wuse tax revenue from the Underground Storage Tank Program to the
Department of Economic Development to be used for Iowa Agricultural Industry
Finance Loans. The loans may be made to qualified Iowa Agricultural Industry
Finance Corporations., The 1loans shall be repaid in 25 annual installments,
beginning six years after the loan 1s made. The Bill does not specify what the
Department is to do with the loan repayments. The Bill does not require
interest to be paid on the ican balance. Dividends received by Corporation
shareholders would be exempt from Iowa Income Tax.

ASSUMPTIONS

1. The interest rate in all years will be 5.95% (the current 30-year U.S.
Treasury Rate).

2. All locans will be repaid on time and the Department will not re-loan the
money.

3. The Department of Economic Development will require 1.0 FTE and §$75,000
annualy to administer the Program.

FISCAL IMPACT

The fiscal impact of the $25.0 million 1loan provision is $15.4 million,
computed by comparing the present value of the loan repayments invested over 30
years versus the present value of the $25.0 million invested cver 30 years.
The fiscal impact would increase if any loan payments were nct made due to
default or changes in loan repayment requirements, If no loan repayments are
made, the fiscal impact would be $25.0 million.

The fiscal 1impact of the tax exemption on dividends cannot be determined
because the profitability of the corporation(s) cannot be predicted. The Bill
does not provide financing or the FTE position required to administer the
Program. The figcal impact of administration would therefore fall on other
programs administered by the Department of Economic Development.

There woulé be a positive fiscal impact on State and local tax revenues to the
extent that the loans ¢reate net economic activity within the State that would
not otherwise exist. That fiscal impact cannot be determined.
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SENATE ¥ILE 2415

Amend Szsnate File 2415, as follows:

1. Page 17, line 16, by striking the word "The"
and inserting the following: "Except as provided in
this section, the'.

2. FPage 17, by inserting after line 19 the
following:

*For the flscal vyear beginning on July 1, 1998, the
department of economic development shall transfer from
the credited moneys to the department of education for
allocation by the school budget review committee, an
amount necessary to be distributed as supniemental aid
to a district that is located within ten miles from an
establishment regulated under chapter 189A& where
animals or poultry are slaughtered, if the district
applies to the schcol budget review commitiee and has
unusual need for advance funding to providse a program
or other special assistance to limited English
18 proficient pupils. The supplemental aid distributed
19 under this paragraph shall be miscellaneous income and
20 shall not be included in district cost.”

By BILL FINK

SO WY P Lo a0 R O NG O) ) G U S LD )R
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$-5473 FILED APRIL 1, 1998
RULED OUT OF ORDER ( Rrooay

SENATE FILE 2415

§-5476
1 Amend Senate File 2415 as follows:
2 1. Page 14, by striking lines 2§ through 35.
3 2. Page 15, by striking lines 8 through 16 and
4 inserting the following:
5 "a. An agricultural producer must participate in
6 an Iowa".
7 3. Title page, line 1, by striking the words
8 "finance and" and inserting the following:
9 "finance,".
10 4, Title page, line 2, by striking the words
11 "appropriation and taxation exemption," and inserting
12 the following: T"appropriation,".
13 5. By renumbering as necessary.

By DERRYL MCLAREN
JOHN P. KIBBIE

§-5476 FrILED APRIL 1, 1998
ADOPTED
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SENATE FILE 2415

5-5453
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Amend Senate File 2415 as foliows:

1. Page 16, by inserting after line 16, the
foliowing:

" . A corporation shall not provide financing to
a person for the acquisition, construction, or
expansion of a facility used for slaughtering
livestock as defined in section 717.1, if the facility
is located or is proposed to be located within a city
having a population of two hundred thousand or more.
A person who violates this subsection shall
immediately repay the full amount of the financing
provided by the corporation.”

2. By renumbering as necessary.

By MATT McCOY

S-5463 FILED APRIL 1, 1998

LOST @ 1003)

S-5464
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SENATE FILE 2415

Amend Senate File 2415 as follows:

1. Page 16, by inserting after line 16 the
following:

" . In providing financing under this section,
the corporation shall select eligible persons on a
competitive basis. A person who enters into a good
neighbor agreement shall receive extra consideration.
A good neighbor agreement is an enforceable contract
between the person eligible to receive financing and a
community group or coalition of ¢ommunity groups which
requires the person to adhere to negotiated
environmental, economic, labor, or other social and
community standards as part of the Iowa agricultural
industry venture. A person who fails to abide by the
good neighbor agreement shall repay all financial
assistance received from the corporation by the
person."

By MATT McCOY

5-5464 FILED APRIL 1, 1998
LOST
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sENATE FILE LIS
BY COMMITTEE ON APPROPRIATIONS

(SUCCESSOR TO SSB 2214)
(AS AMENDED AND PASSED BY THE SENATE APRIL 1, 1998)
- New Language by the Senate

* - Language Stricken by the Senate

p. 1284 (7 1757)

Passed Senake, Daté %4423/7&) passed House, Date ¥-/7-9&

Vote: Ayes ‘/é Nays _/ Vote: Ayes /S22 Nays R7

Approved NG g A, 1994

A BILL FOR

1 An Act relating to agricultural finance, providing an
apehig—

2 appropriation, and providing an effective date.

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

4
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Section 1. LEGISLATIVE FINDINGS. The general assembly
finds and declares all of the following:

1. a. The econcmic structure of agriculture, including
the production of agricultural commodities and the processing
and marketing of agricultural products, is undergoing a period
of rapid transformation.

(1) Longstanding government programs supporting prices for
agricultural commodities are being phased out, and new
technologies and management arrangements are creating large
scale integrated systems for producing and processing
agricultural commodities, and marketing agricultural processed
products.

{2} An 1ncreasing world demand exists for high quality
agricultural products caused by the simultaneous reduction of
trade barriers among nations and an increase in income of
those nations' populations.

b. The ability of this state and its agricultural
producers to adapt to these forces and their consequences at
the threshold of the twenty-first century will determine the
degree to which this state will prosper.

2. a. A need exists for additional sources of financing
for local agricultural producer-led ventures to expand
production, processing, and marketing of high value
agricultural products, to organize new business structures
within the state to carry out these ventures, and to market
and deliver increasingly high value agricultural products to
consumers around the world.

b. Traditional channels of financing and business
organization have not been adequate to address this need.

c. trend toward corporate vertical integration in the
production, processing, and marketing of agricultural products
exists which requires agricultural producers to develop
innovative cooperative ventures in order to successfully
compete in a changing marketplace.

3. It is necessary for the state to authorize the

-1-
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formation of private corporations in order to provide sources
of investment capital to encourage agricultural producer-led
ventures, including preoviding limited state financial support
necessary to stimulate these ventures.

4. All of the purposes stated 1n this Act are public
purposes. All of the following is necessary in order to
satisfy the intent and promote the purposes of this Act:

a. The authorization of the formation of Iowa agriculturai
industry finance corporations as provided in this Act,
including autherizing persons to facilitate the formation of a
private corporation.

b. The use of public moneys to support activities

3 identified in this Act, including funding Iowa agricultural

4 industry finance corporations, making available loans to

5 initiate ventures as provided in this Act, and providing

incentives included in this Act for qualified Iowa

7 agricultural industry financing corporations.

DIVISION XIX
IOWA AGRICULTURAL INDUSTRY FINANCE CORPORATIONS
Sec. 2. NEW SECTION. 15E.201 SHORT TITLE.

This division shall be known and may be cited as the "Iowa

Agricultural Industry Finance Act”.
Sec. 3. NEW SECTION. 15E.282 DEFINITIONS.
Except as otherwise provided in this division, or unless

the context otherwise requires, the words and phrases used in
this division shall have the same meaning as the words and
phrases used in chapter 490, including but not limited to the
words and phrases used in section 490.140. In addition, all
of the following shall apply:

1. "Actively engaged in agriculture” means to do any of
the following:

a. Inspect agricultural operations periodically and
furnish at least half the direct cost of the operations.

b. Regularly and frequently make or take an important part
in making management decisions substantially contributing to

-2-
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or affecting the success of the agricultural operation.

¢. Perform physical work which significantly contributes
to agricultural operation.

2. “Agricultural commodity" means any unprocessed
agricultural product, including livestock as defined in
section 717.1, agricultural crops, and forestry precducts
grown, raised, produced, or fed in this state for sale in
commercial channels.

3. *"Agricultural operation" means an operation concerned
with the production of agricultural commodities for processing
into agricultural processed products.

4. "Agricultural processed product" means an agricultural
commodity that has been processed for sale in commercial
markets.

5. "Agricultural producer"” means a person who is any of
the following:

a. An individual actively engaged in agricultural \
production. .,
b. A person other than an individual, if the person is any
of the following:

(1) A general partnership in which all the partners are
natural persons, and one of the partners 1s actively engaged
in agricultural production.

{(2) A family farm corpeoration as defined in section 8H.1,
if a shareholder and an officer, director, or employee of the
corporation is actively engaged in agricultural production.

{3) A family farm limited liability company as defined 1in
section SH.1, if a member or manager of the family farm
limited liability company is actively engaged in agricultural
production.

(4) A family farm limited partnership as defined in
section 9H5.1, 1f a general partner is actively engaged in
agricuitural production.

(S) A family trust as defined in section 9H.1, if a
beneficiary is actively engaged in agricultural production. ‘

.-.3‘
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6. "Agricultural product"” means an agricultural commodity
or an agricultural processed product.

7. “"Certified facility" means a facility used to process
agricultural products as certified by a corporation pursuant
to section 15E.210.

8. "Department” means the department of economic
development as created in section 15.101.

9. ‘"“Economic development bcard" means the economic
development board created pursuant to section 15.103.

10. "Iowa agricultural industry finance corpcoration" or
“"corporation" means a corporation formed under this division.

1l. "Towa agricultural industry finance loan" means a loan
made to a qualified Towa agricultural industry finance
corporation pursuant to section 15E.208.

12. "Iowa agricultural industry venture" means an
enterprise involving agricultural producers investing in a new
facility or acquiring or expanding an existing facility in
this state which is used to process agricultural commodities
produced in this state, if the purpose of the enterprise is to
accomplish all of the following:

a. The creation and retention of wealth in this state
derived from processing and marketing agricultural commodities
produced in this state.

b. Inc¢reasing production, processing, and marketing of
value-added agricultural products in this state.

¢. Providing for a substantial equitable ownership
interest in the enterprise by Iowa agricultural producers.

d. Providing an alternative in this state to corporate
vertical integration in the production, processing, and
marketing of agricultural products.

13. "Loan" means providing financing to a person under an
agreement requiring that the amount in financing be repaid at
a maturity date, with an interest rate, and other conditions
as specified in the agreement.

14. "Qualified investor" means any of the following:

-4
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a. An agricultural producer.

b. A cooperative corporation organized under chapter 501.

¢. A networking farmers entity as defined in section 10.1.

15, "Qualified Iowa agricultural industry finance
corporation" or "qualified corporation" means an Iowa
agricultural industry financing corporation which meets the
eligibility requirements of and is approved by the department
pursuant to section 15E, 208,

Sec. 4. NEW SECTION. 15E.203 FINDINGS -- INTENT AND
PURPOSES.

1. The general assembly finds that this state is in a

period when the economic structure of agriculture and the
production, processing, and marketing of agricultural products
is undergoing a period of rapid transformation.

2. It 1s the intent of the general assembly and purpose of
this division that this state capture the greatest benefit
from opportunities created during this period, by encouraging
local agricultural producer-led ventures to expand production
and processing of high value agricultural products, including
agricultural processed products, to organize new business
structures within the state to carry out these ventures, and
to market and deliver increasingly high value agricultural
products to consumers around the world. 1In carrying out this
purpose, state resources provided by this division shall be
used to assure all of the following:

a. That the majority of the wealth created by Iowa
agricultural productivity is retained in this state.

b. That employment in the production, processing, and
marketing of agricultural products, and especially
agricultural processed products, is increased in this state.

C. That agricultural producers in this state are provided
with an opportunity to acquire a majority ownership interest
in Iowa agricultural industry ventures promoted under this
division.

d. That this state becomes a world model for agricultural

-5=-
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producer-based vertical cooperation which depends upon broadly
shared access to information, capital, and cooperative action.

e. That the use of private resources with state incentives
establish Iowa as the world leader in responsibly produced
agricultural products that meet the needs cf consumers
throughout the world.

Sec. 5. NEW SECTICN. 15E.204 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATICNS -- SCOPE CF POWERS AND DUTIES.

1. An Iowa agricultural industry finance corporation

formed under this division shall be subject to and have the
powers and privileges conferred by provisions of chapter 490,
unless otherwise limited by or inconsistent with the
provisions of this division.

2. Nothing in this division requires any of the following:

a. That a limited number of Iowa agricultural industry
finance corporations are authorized to be formed. However,
the department may strictly interpret and apply the
requirements of this division in determining whether a
corporation is a qualified corporation under section 15E.208.

b. That a corporation be organized on a cooperative basis,
including structured, corganized, or operated pursuant to 26
U.S.C. § 1381(a).

¢. That a corporation is restricted from holding,
acquiring, or transferring financial or security instruments,
including but not limited to a security regulated under
chapter 502, money, accounts, and chattel paper under chapter
554, security interests under chapter 554, or a mortgage or
deed of trust under chapter 654.

3. An Iowa agricultural industry finance corporation is a
private business corporation and not a public corporation or
instrumentality of the state. Except as provided in this
division, nothing in this division exempts an Iowa
agricultural indusctry f£inance corporation from the same
requirements under state law which apply to other corporations

organized under chapter 490, including taxation provisions
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under chapter 422 or Title X, subtitle 2 of this Code, or
security regulations under chapter 502.

Sec. 6. NEW SECTION. 15E.205 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIONS -- REQUIREMENTS.

1. A corporation incorporated under chapter 490 is an Iowa

agricultural industry finance corporation, if the corporation
complies with the requirements of this section and section
15E.206. In addition to the other requirements for a
corporation organized under chapter 496, all of the following
shall apply:

a. At least fifty-one percent of the corporation's common
stock must be held by agricultural producers. At least fifty-
one percent of the corporation's voting stock must be held by
agricultural producers.

b. The purpose of the corporation must be limited to
providing financing to eligible persons under section 15E.21¢C
who are engaging in Iowa agricultural industry ventures
iimited to establishing a business structure in which
agricultural producers produce agricultural commodities for
processing and marketing as agricultural processed products.

2. The requirements of this section shall be memcrialized
in the corporation's articles of incorporation.

Sec. 7. NEW SECTION. 15E,206 FORMATION OF AN IOWA
AGRICULTURAL INDUSTRY FINANCE CORPORATION.

1. This section authorizes the formation of lowa

agricultural industry finance corporations in order to perfect
the manner in which such corporations are formed and operate.
Such a corporation is a private business corporation and not a
public corporation or instrumentality of the state. The
corporation shall not enjoy any of the privileges nor be
required to comply with any of the requirements of a state
agency.

2. 1In facilitating the formation of an Iowa agricultural
industry finance corporation, the following persons shall
serve as 1lncorporators as provided in section 490.201:

_7_.
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a. The chairperson of the economic development board or a
designee of the chairperson.

b. The director of the department of economic development,
or a designee of the director.

c. The secretary of agriculture or a designee of the
secretary.

3. After incorporation, such a corporation shall be
organized by an initial board of directors as provided in
chapter 490, division II. The initial board of directors
shall be elected as follows:

a. An interim board of directors for the corporation,
composed of the members of the economic development board,
shall appoint a nominating committee. The members of the
nominating committee shall include persons who have an
expertise in areas of banking, agricultural lending, business
development, agricultural production and processing, seed and
venture capital investment, and other areas of expertise as
deemed appropriate by the interim board of directors.

b. Members of the interim board of directors and members
of the nominating committee shall held a joint meeting to
elect five initial board directors from the list of candidates
nominated by the nominating committee.

¢. Upon the election of the initial board of directors,
the terms of the interim board of directors and the nominating
committee shall expire.

4. The department shall assist the incorporators, the
interim board of directors, and the nominating committee in
any manner determined necessary and appropriate by the
eccnomic development board and the director of the department
ip order to administer this section.

Sec. 8. NEW SECTION, 15E.207 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIONS -- GUIDING PRINCIPLES,

In carrying out its duties and exercising its powers under

this division, an Iowa agricultural industry finance
corporation shall be guided by the following principles:

-..8..
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1. The corporation must exercise diligence and care in the .
selection of persons and projects to receive financing as
provided in section 15E.210. The corporation must apply

customary and acceptable business and lending standards and
practices in selecting persons and projects designated for
financing and managing agreements under which financing is
provided.

X ~ A W

2. Except as otherwise provided in this section, the

9 corporation shall not become an owner of real or depreciable
10 property, including agricultural land, as provided in section
11 ¢9H.4. However, this subsection shall not preclude the

12 corporation from holding an interest 1ln real or depreciable
13 property if any of the following apply:

14 a. The corporation holds nonagricultural property for

1S purposes cf carrying out the management of its corporate

16 affairs, including office space, furniture, and supplies.

17 b. The corporation holds an interest in real or

18 depreciable property on a temporary basis, and any of the .
19 following apply:

20 {1) The interest 1s a bona fide encumbrance taken for

21 purposes of security in connection with providing financing
22 under section 15E,.210.

23 (2) The interest is acquired by operation of law,

24 including by any of the following:

25 {a) Devise or bequest.

26 (b) Court order.

27 {c) Dissolution under chapter 490, division ¥XIV.

28 {d} Order in bankruptcy.

29 (e} Pursuant to a proceeding to enforce a debt against

30 real property under chapter 654, to forfeit a contract to

31 purchase real property under chapter 656, to enforce a secured

32 interest in real or depreciable property under chapter 554, or

33 to otherwise garnish, levy on, execuie on, seize, or attach

34 real or depreciable property in the collection of debts, or by

35 any procedure for the enforcement of a lien or c¢laim. ‘
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{3) The interest is acgquired in corder to facilitate a
transfer between persons pursuant to a transaction authorized
under this division.

Sec. 9. NEW SECTION. 1iS5E.208 QUALIFIED CORPORATIONS --
10WA AGRICULTURAL INDUSTRY FINANCE LOANS.

1. The cepartment may award an Iowa agricultural industry

finance loan to an Iowa agricultural industry finance
corporation, if the department in its discretion determines
that the corporation is gualified under this section.

2. The corporation must apply for an Iowa agricultural
industry finance loan on forms and according to procedures
reguired by the department.

3. The department may loan all or part of the amounts
avallable tc the department pursuant to this division to a
gualified corporation with provisions and restrictions as
determined by the department and contained in a loan agreement
executed between the department and the qualified corporation.

a. The department may attach conditions to the granting of
the loan as it deems desirable. The attorney general shall
assist the department in drafting loan agreements and in
collecting on the loan agreement.

b. The loan shall be repayable upon terms and conditions
negotiated by the parties. The repayment period shall begin
six years following the date when the loan is awarded and end
twenty-five years after the date that the repayment period
begins. At least four percent of the amount due shall be paid
each year to the department., The corporaticn shall not be

subject tc a prepayment penalty.

4. A corporation shall not provide financing to support a
person who is either of the following:

a. An agricultural producer, if any of the following
applies:

{1} The agricultural producer is a party to a pending
action for a violation of chapter 455B concerning a
conilnement feeding operation in which the person has a
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controlling interest and the action is commenced in district
court by the attorney general.

(2) The agricultural producer or a confinement feeding
operation in which the agricultural producer holds a
controlling interest is classified as a habitual violator
under section 455B.191.

b. An agricultural products processor, if the processor or
a person owning a controlling interest in the processor has
demonstrated, within the most recent consecutive three-year
period prior to the application for financing, a continuous
and flagrant disregard for the health and safety of its
employees or the quality of the environment., Violations of
environmental protection statutes, rules, or regulations shall
be reported for the most recent five-year period prior to
application. Evidence of such disregard shall include a
history of serious or uncorrected violations of state or
federal law protecting cccupational health and safety or the
environment, including but not limited to serious or
uncorrected violations of occupational safety and health
standards enforced by the division of labor services of the
department of employment services pursuant to chapter 84A, or
rules enforced by the environmental protection division of the
department of natural resources pursuant to chapter 455B.

5. In order to be eligible as a qualified Iowa
agricultural industry finance corporation, all of the
following conditions must be satisfied:

a. The corporation must only provide financing to persons
and ventures eligible under section 15E.210.

b. The corporation must demonstrate that it complies with
guiding principles for the corporation as provided in section
15E.207.

c. The corporation must adopt policies and procedures
which maximize public oversight into the affairs of the
corporation, by providing a forum for public comment, an
opportunity for public review of the corporation's actions,
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and methods to ensure accountability for the expenditure of
public moneys loaned to the corporation.

d. The corporation's articles of incorporation must comply
with requirements established by the department relating to
the capacity and integrity of the corporation to carry out the
purposes of this division, including but not limited to all of
the following:

{1) The capitalization of the corporation.

(2) The manner in which financing is provided by the
corporation, including the manner in which an Iowa
agricultural industry finance loan can be used by the
corporation.

(3) The composition of the corporation’'s board of
directors. The board must be composed of persons

5 knowledgeable in lowa agricultural industries including a

representative number of individuals experienced and
knowledgeable in financing new agricultural industries.

{4) The manner of oversight required by the department or
the auditor of state. The articles must provide that the
corporation shall submit a report to the governor, the general
assembly, and the department. The report shall provide a
description of the corporation's activities and a summary of
its finances, including financial awards. The report shall be
submitted not later than January 10 of each year. The
articles shall provide for an annual audit by the auditor of
state or a certified public accountant licensed pursuant to
chapter 542C. A summary of the audit shall be included in the
report.

{5) The execution of an agreement between the corporation
and an eligible recipient as required by the department as a
condition of providing financing, in which the eligible
recipient agrees to become a shareholder in the corporation.

The agreement shall be for a period of not less than ten

years. An agreement shall at least provide all of the
£ollowing:
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(a) The establishment of a common stock pricing system.
The stock shall be frozen against price appreciation for the
first five years of the life of the corporation. The articles
shall contain waivers for death and disability.

(b} The maintenance of stock ownership by an eligible
recipient until a financial assistance obligation due the
corporation is satisfied.

(¢} A requirement that the par value of participating
common stock be established prior to providing financial
assistance to an eligible recipient.

e. A portfolio which is diversified among all types of
agricultural commodities must be maintained.

f. The corporation may only be terminated by the following
methods, unless approved by the department:

(1) Merger or share exchange under chapter 490, division
XTI.

(2} Dissolution as provided in chapter 490, division XIV,
part A,

(3) A sale, lease, exchange, mortgage, pledge, transfer,
or other disposition, in one or more transactions of assets of
the corporation which has an aggregate market value equal to
fifty percent or more of either the aggregate market value of
all of the assets of the corporation determined on a
consolidated basis, or the aggregate market value of all the
outstanding stock of the corporation.

The corporation may deviate from a requirement in this
subsection, upon the affirmative vote of a majority of the
corporation's board of directors, and approval of the
department based on the department's determination that the
activity furthers the interest of Iowa agricultural producers
to process their own agricultural products and the approval by
the board of directors is integral to accomplishing the
purposes of the corporation.

6. The department shall provide for the default of the
loan if the qualified corporation does any of the following:

_13...




N o
P N L= - T TR B Y, - OV )

ad
-

-

o
o v

RN N R N R R N
W ~ o e WO W m o~

o*% 29

390
31
32
33
34
35

s.r. Y8  u.r.

a. Violates a provision of the articles of incorporation
or an amendment to the articles of incorporation that is
required by this division which violation is not approved by
the department.

b. Viclates the terms of the loan agreement executed
between the department and the corporation, which violation is
not approved by the department.

c. Fails to comply with the requirements of section
15E.205.

d. Completes a transaction, if all of the following appiy:

{1) The transaction involves any of the following:

(a) A merger or share exchange under chapter 490, division
X1,

{b} The sale, lease, exchange, mortgage, pledge, transfer,
or other disposition, in one or more transactions of assets of
the corporation which has an aggregate market value equal to
fifty percent or mcre of either the aggregate market value of
all of the assets of the corporation determined on a
consclidated basis, or the aggregate market value of all the
outstanding stock of the corpcration.

(2) The surviving entity of a merger or share exchange, or
the entity acquiring the assets of the corporation fails to
meet the requirements of section 15E.205.

7. In an actlion to enforce a judgment against a qualified
corporation, the interest of the state shall be subrogated to
the interests of holders of bonds issued by the corporation.

8. Moneys repaid or ¢ollected by the department under this
section shall be deposited into the general fund of the state.

Sec. 10. NEW SECTICN. 15E,21) FINANCING PROVIDED BY AN
ICWA AGRICULTURAL INDUSTRY FINANCE CORPORATION.

1. An Iowa agricultural industry finance corporation may

only provide financing to a person determined eligible by the
corporation according to requirements of the corporation and
this section. At a minimum, an eligible person must be one of
the following:
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a. An agrlcu;tural proaucer must part101pate 1n an Iowa

agrlcultufal lndhstry venture as pr0v;ded accordlng to the
terms of an agreement executed by the agricultural producer
and the corporation. The agreement may reguire that the
agricultural producer acquire an interest in an agricultural
products processor certified by the corporation, or enter into
a marketing agreement under which the agricultural producer
agrees to market an amount of the agricultural producer's
agricultural commodities to the agricultural products
precessor.,

b. The corpcration may provide financing to an
agricultural products processor as part of an Iowa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural products
processor and tne corporation. The corporation shall only
provide financing if the venture involves the construction,
expansion, or acquisition of an agricultural products
processing facility as certified by the corporation and if all
of the following apply:

{l) The certified facility must be located in this state.

{2) Either of the following apply:

(a) More than fifty percent of the ownership interest in
the certified facility must be held by qualified investors.

If the certified facility is owned by an entity rather than by
individuals, more than fifty percent of the interest in the
entity and more than fifty percent of the voting interest in
the entity must be held by gqualified investors.

{(b) More than fifty percent of the commodities processed
by the certified facility during any twelve-month period is
purchased from agricultural producers who are residents of
this state at the time that the financing is provided. If the
agricultural producer 1is not an individual, then a partner of
the general partnership, shareholder of the family farm
corporation, or member of the family farm limited liability

cempany must reside in this state at the time the financing is

-15-




Q W O~ N b W

I
v -

ES

provided.

2. Financing may be in the form of a loan, loan guarantee,
sale and purchase of mortgage instruments for eligible
recipients, or other similar forms of financing. The
financing shall be awarded pursuant to an agreement between
the corporation and the eligible person.

3. A corporation shall not provide financing to support an
outstanding debt or other obligation, regardless of whether
the original financing was provided by a corporation.

Sec. 1ll. NEW SECTION. 15E.,211 OBLIGATIONS,.

The obligations of the corporation are not obligations of
this state or any political subdivision of this state within

the meaning of any constitutional or statutcry debt
limitations, but are obligations of the corporation payable
solely and only from the corporation's funds. The corporation
shall not pledge the credit or taxing power of this state or
any political subdivision of this state or make its debts
payable out of any moneys except for those of the corporation,

Sec. 12. NEW SECTION. 15E.212 RULES.

The department may adopt rules pursuant to chapter 17A

necessary to administer this division.

Sec. 13, Section 423.24, subsection 1, paragraph a,
subparagraph (2), Code Supplement 1997, is amended to read as
folliows:

{2) Begimring-Jdenvary-iy-i15967;-threugh-bBecembar-3%;-1997;
ewo-n+tiion-frve~-hundred-thousand-dotiars-per-quarter-shail-be
éepecited-into-and-cradited-to-the-Iowa-comprehenstve
petrelevrm-underground-storage—cank-marketabriity-fund-ereated
+n-seecton—4556+3%s Beginning January 1, 1998, through
December-3x7-2892 June 30, 1686, four millien two hundred
fifty thousand dollars per quarter shall be deposited-into-and
credited to the fowa-cemprehensive-pecroteum-underground

sterage-tunk-Rarthetabriscy-fund-creaced-in-seccion—-4556<2:

departmen® of economic development. However, not more than a

toctai of twentv-five million dollars shall be credited to the

_15_



W 0~ O N W

W W W W L W NN R RO R N NN B b e e
U W oo O W 0~ B W H O W m =N W R D

department. The moneys so depos:ited credited are a continuing

appropriation to be expended in-accerdance-with-section
455672t to carry out the provisions of section 15E.208, and

the moneys shall not be used for other purposes.

Sec. 14. 1995 Iowa Acts, chapter 215, section 29,
subsection 1, is amended to read as follows:

1. Section 423.24, subsection 1, paragraph "a",
subparagraph {2) is repealed on danuvary-:7-2663 July 1, 1999.

Sec. 15. TRANSFER AND RETROACTIVITY. Moneys deposited in
the Iowa comprehensive petroleum underground storage tank

marketability fund created in section 455G.21 derived from the
use tax as provided in section 423.24, Code Supplement 1997,
from January 1, 1998, until July 1, 1998, shall be transferred
to the department of economic development for use as provided
in section 15E.208, as enacted in this Act. This section
shall be retroactively applicable on and after January 1,
1888.

Sec., i6. DIRECTICNS TO CODE EDITOR. Section 15E,202,
subsection 14, paragraph "“c¢", as enacted in this Act, is
amended by striking the paragraph, and the Code editor is
directed to eliminate the paragraph, if 1998 Iowa Acts, House
File 2335, is not enacted by the Seventy-seventh General
Agsembly, 1998 Session.

Sec. 17. EFFECTIVE DATE. Section 15 of this Act, being
deemed of immediate importance, takes effect upon enactment.,

SF 2415
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APRIL 16, 1998 Page 38

SENATE FILE 2415

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 1, by inserting after line 20, the
follewing:

" . A need exists to support the production of
agricultural commodities and the processing and
marketing of agricultural products which are produced
by using biological techniques for the development of
specialized plant or animal characteristics for
beneficial nutritional, commercial, or industrial
purposes.”

2. Page 1, by inserting after line 34, the
following:

" . A need exists feor additional sources of
financing for ventures designed to support the
production; processing, and marketing of high value
agricultural products using biclogical techniques
which create increasingly high value agricultural
products for consumers around the world."

3. Page 2, line 2, by striking the words
"agricultural producer-led" and inserting the
following: “Iowa agricultural industry"”.

4. Page 3, by striking lines 24 through 35 and
inserting the following:

“{2) A family farm entity if any of the following
individuals 1s actively engaged in agricultural
production:

{a} A shareholder and an officer, directozr, or
employee of a family farm corporation.

{b) A member or manager of a family farm limited
iiability company.

{¢} A general partner of a family farm limited
partnership.

{d) A beneficiary of a family trust.
{3} A networking farmers entity."
5. Page 4, by inserting after line 2, the

following:

" . ™"Biotechnology enterprise" means an
enterprise organized under the laws of thi: state
using biological techniques for the develooment of
specialized plant or animal characteristics for
beneficial nutritional, commercial, or industrial
purposes."”

6. Page 4, by inserting after line 9 the
foliowing:

"

. "ramily farm entity" means a fam.ly farm

corporation, family farm limited liability company,
family farm limited partnership, or family ifrust as
defined in seccion 9H.1i."

7. Page 4, by striking lines 15 and 1& ané
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Page 2
inserting the following:

" . "Iowa agricultural industry venture" means
an enterprise involving any of the follow;ng

a. Agricultural producers investing in a new".

8. Page 4, line 21, by striking the word "a." and
inserting the following: "(1)".

S. Page 4, line 24, by striking the word "b." and
inserting the following: "(2)".

10. Page 4, line 26, by striking the word "c."
and inserting the following: "(3)".

11. Page 4, line 28, by striking the word "d."
and inserting the following: "(4)".

12. Page 4, by inserting after line 30 the
following:

"b. An agricultural biotechnology enterprise
located in this state, if the purpose of research and
application of biological techniques conducted by the
enterprise 1s to accomplish all of the following:

(1) The creation and retention of wealth in this
state.

{2) Increasing the value of agricultural
commodities."

13. Page 4, by inserting after line 34 the
following:

" - "Networking farmers entity" means the same
as defined in section 10.1, as enacted by 1998 Iowa
Acts, House File 2335."

14. Page 5, line 3, by striking the words "as
defined 1n section 10.1".

15. Page 6, by inserting after line 6 the
following:

" . It is the intent of the general assembly and
the purpose of this division that the state encourage
Iowa agricultural industry ventures which promote the
research and application of biological techniques for
the development of specialized plant or animal
characteristics for beneficial nutritional,
commercial, or industrial purposes."

16. Page 8, line 7, by inserting after the figure
"3." the fOllOWlng‘ "a "

17. Page 8, by striking lines 10 through 27 and
inserting the following: “"shall be elected by the
members of an appointment committee. The members of
the appointment committee shall be appointed by the
economic development board. The initial board of
directors shall consist of seven members. The members
of the appointment committee shall include persons who
have an expertise in areas of banking, agricultural
iending, business development, agricultural production
and processing, seed and venture capital investment,

B-9196 -2-
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1. and other areas of expertise as cdeemed appropriate by
the interim board of directors.

b. The members of the appointment committee shall
exercise due care to assure that persons appointed to
the initial board of directors have the requilsite
financial experience necessary in order to carry out
the duties of the corporation as established in this
division, including in areas related to agricultural
iending, commercial banking, and investment
management.,

c. Upon the election of the initial board of
directors, the terms of the members of the appointment
13 committee shall expire.

14 d. The department shall assist the incorporators
15 and the appointment committee in".

i6 18. Page 10, line 13, by striking the words "may

17 loan all or part" and inserting the fcllowing: "shall
loan all".

16. Page 10, line 19, by inserting after the word
"desirable" the following: ", including any
restrictions on the subordination of the moneys
loaned".

20. Page 10, by inserting after line 28 the
foliowing:

" The corporation shall not 2xpend moneys

[
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originating from the state, including moneys loaned
under this section, on political activity or on any
attempt to influence legislation.”

21. Page 12, line 32, by inserting after the word
"corporation." the following: "If the eligible
recipient is an agricultural producer as provided in
section 1SE.210, the agreement shall not be executed
unless the agricultural producer holds voting common

stock in the corporation equal to at least five
percent of the financing provided to the agricultural
producer pursuant to the agreement.’

22. Page 13, by striking lines 11 and 12 and
1nsert1ng the following:

. To the extent feasible and fiscally prudent,
the corporation must maintain a portfolio which is
diversified among the various types of agricultural
commodities and agriopusiness.

. Not more than seventy-five percent of moneys
4 origirnating Erom the state, inciuding moneys loaned t¢
45 the corporation pursuant to this section, may be used
46 to finance any one Iowa agricultural industry
47 venture.*®
48 23. Page 13, by striking lines 26 throign 33.
£3 24, Page 14, Line 28, by striking the words
20 "general fund oI tne state” and iaserting :he
Z-51956 ~3-
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following: “road use tax fund created pursuant to
section 312.1".

25. Page 15, line 1, by striking the words "must
participate” and inserting the following:
"participating”.

26. Page 15, by striking lines 11 and 12 and
inserting the following:

"b. An agricultural products processor which
participates as part of an Iowa".

27. By striking page 15, line 30, through page
16, line 1, and inserting the following: "produced in
this state. However, the corporation may provide
financing, if its board of directors determines that
adequate supplies of the commodity are not available
for processing as otherwise required in this
subparagraph subdivision."

28. Page 16, by inserting before line 2 the
following:

“ . An agricultural biotechnology enterprise
which qualifies as an Iowa agricultural industry
venture as provided according to the terms of an
agreement executed by the agricultural biotechnology
enterprise and the corporation, 1f the board of
directors for the corporation determines that the
enterprise would advance the intent and purposes set
out in section 15E.203."

29. Page 16, by inserting after line 21 the
following:

"Sec. . Section 423.24, Code Supplement 1397,
is amended by inserting the following new unnumbered
paragraph before subsection 1:

NEW UNNUMBERED PARAGRAPH. Except as otherwise
provided in section 312.2, subsection 15, all revenues
derived from the use tax on motor vehlcles, trailers,
and motor vehicle accessories and equipment as
collected pursuant to sections 423.7 and 423.7A shall
be deposited and credited to the road use tax fund and
shall be used exclusively for the construction
maintenance, and supervision of public highways.

Sec. . Section 423.24, subsection 1, unnumbered
paragraph 1, Code Supplement 1997, is amended to read
as follows:

Etghty-percent-of Notwithstanding any provision of
this section which provides that all revenues derived
from the use tax on motor vehicles, trailers, and
motor vehicle accessories and equipment as collected
pursuant to section 423.7 and section 423.7A shall be
deposited and credited to the road use tax fund,
eighty percent of the revenues shall be deposited and
credited as follows:"

H-9196 -4-
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‘Page S
E following:

30. Page 17, by inserting after line 4 the

“Sec. _ . Section 423.24, subsection 1, paragraph
¢, Code Supplement 1997, is amended by striking the
paragraph,

Sec. __ . Section 423.24, subsection 2, Code
Supplement 1997, is amended to read as follows:

2. %wenty-percent-of Notwithstanding any other
provision of this gection that provides that all
revenue derived from the use tax on motor vehicles,
trailers, and motor vehicle accessories and eguipment
as collected pursuant to section 423.7 shall be
deposited and credited to the road use tax fund,
twenty percent of the revenues shall be credited and
deposited as follows: one-half to the road use tax
fund and one-half to the primary road fund to be used
for the commercial and industrial highway network,
except to the extent that the department directs that
meneys are deposited in the highway safety patrol fund
created in section 80.41 to fund the appropriations
made from the highway safety patrol fund in accordance
with the provisions of section 80.41. The department
shall determine the amount of moneys te be credited
under this subsection to the highway safety patroel
fund and shall deposit that amount into the highway
safety patrol fund.

Sec. . NEW SECTION. 423.,24A REIMBURSEMENT FOR
THE PRIMARY ROAD FUND.

The department may credit to the primary road fund
any amcunt cf revenues derived from the use tax on
motor vehicles, trailers, and motor vehicles
accessories and equipment as collected pursuant to
sections 423.7 and 423.7A to the extent necessary to
reimburse that fund for the expenditures not otherwise
eligible to be made from the primary road fund, which
are made for repairing, improving, and maintaining
bridges cover the rivers bordering the state.
Expenditures for those portions of bridges within
adjacent states may pe included when they are made
pursuant to an agreement entered into under section
313.63, 313A.34, or 314.10."

3i. Page 17, by striking lines 18 through 23.

32. Page 17, by inserting before line 24 the
following:

“Sec. . SEVERABILITY. 1If any provision of this
Act or the application of this Act to any person or

circumstance is heid invalid, the invalidity shall not
affect other provisions or applications of this Act
which shall be given effect without the iavalid
provision or application, and to this end the

-..S..
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H-9196
Page 6
1 provisions of this Act are severable."
2 33. By renumbering, relettering, or redesignating

3 and correcting internal references as necessary.
By COMMITTEE ON APPROPRIATIONS
MILLAGE of Scott, Chairperson
H-9196 FILED APRIL 15, 1998
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SENATE FILE 2415

n-%214
z Amend Senate Flle 2415, ag amended, passed. and
2 reprinted by the Senate, as follows:
3 . Peage 16, by inserting after l:ine 21 the
4 following:
s "Sec. . Section 315.3, subseccion 1, Code 1%°%7.
5 is amended by adding the following new paragraph:
K NE# PARAGRAPH. ¢. Improving or maintaining
3 righway acc2ss to & site where there Ls an existing or
8 proposed Zfazility used for velue-addsc processing of

10 agricultural commodizles; if all cf the Icllowing can

1l pe demonstrated:

12 (1) The existing highway access cannol support ihe

13 weight of traffic to the site of the faciliity.

14 {2} The improvement Cr main:enance 1is nzcessary

18 for the public health or savehy

bR {2} The total public and private investment in ¢he

17 facility equels at leasc two nundred twenty-five

12 thousand dollars for esach job creatzd by the facility.

bR {4} The benefiis tc the state's eccnomy created by

20 the facility exceeds the amount of moneys expended

21 from the fund under this parvag:raph "g".

22 The appropriations made pursuant to paragraph "g"

23 shall be cderived Zrom the amount for use c¢f counties

24 on secondary road projecis as provided in section

25 315.4."

26 2. By renumbering as necessary.

By VANDE HOEF of Osceola BRAUNS of Muscatine
THCOMAS of Clayton MERTZ of Kossuth
WELTER of Jones MUNDIE of Webster
WEIDMAN of Cass GREIG of Emmet
EQUSER of Pottawattamie

g-92i14 FILED APRIL 16, 1998

W/ﬁ) Ft7-FF

(Rizse) SENATE FILE 2415
3-9215
H Amendé the amendment, H—9196, {0 Senate rile 24153,
2 as amended, passed, and reprintsd by the Sznate, as
3 foliows:
£ i. Page 3; line 43, by ctrik;ng the wors
5 “seventy-{ive" and 1nserting the following. "twenty"
By ROENIGS of K6oichell
CEURCHEILL of Polk

£~9215 FILED APRIL 15, 1238

17
(% 1745)
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SENATE FILE 2415

113, as amended, passed, and
reprinted by the Senate, as follows:
1. Page 16, by inserting befcre iine 2, the
following:
“{_} The corporac;or nas evalu
the construction. expans;o: or g
certified facility on other businesses in competition
witn the facility. The corporation shall make a good
faith effort o identify those businesses within the
area in competition witn the certifled facility, and
Lte provability that the construction, expaﬁsion. or
acguisition of the certified facility will displace
employees of existing businesses.”
2. By renumbering as necessarv.
By KCOENIGS of Mitchell

ated the impact of

a L]
agrguisition of the
™
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-9241 FILED APRIL 16, 19%8
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(P 1752) .
SENATE FILE 2415
B-9242

Amend Senate Pile Z415, as amended, passed, and
reprinted by the Senagte, as follows:

1. DPage 15, by inserting after line 20 the
following:

"{ '} The agriculiural proGucCis Proeessor must not
have closed or substantially reduced the operaticns of
a facility 1n ons area of *he gstate ané relocated
subs“antially the same Zacility elsewhere in thne

Yowever, this subparagraph coes not prchibit
agrlchtural oroducts processcr from expanding a
i if existing cperations of a facility of a
imilar nature in the state are not closed or
substantially reduced."”
2. By renumbering as necessary.
By WEIGEL of Chickasaw

2
3
4
5
5
7
8
3
¢
1
2
3
4

fr bt ot ged jd

2-5242 FPILED APRIL 15, 1998
A 4G A 17/28
SENATE FILE 2415
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SENATE FILE 2415

H-9221

1 Amend Senate File 2415, as amended, passed, and

2 reprinted by the Senate, as follows:

3 1. Page 15, by inserting after line 20 the

4 following:
5 "{ ) The agricultural products processor must
6 provide and pay at least eighty percent of the cost of
7
8
g

a standard medical and dental insurance plan for all
full-time employees working at the certified
facility."
By REYNOLDS-KNIGHT of Van Buren
H-9221 FILED BAPRIL 16, 1998

L/ d17-77

(F1751)  SENATE FILE 2415
H-9240
1 Amend Senate File 2415, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 16, by inserting after line 9, the
4 following:
) " . A corporation shall take all reasonable steps
6 to ensure the safety and soundness of all financial
7 assistance provided to an eligible person under this
8 section, which shall include any necessary conditions
9 incorporated in the agreement executed by the eligible
10 person and the corporation. The conditions shall at
11 least include all of the following:
12 a. The eligible person must periodically deliver
13 to the corporation information updating the financial
14 status of the corporation, including an accounting of
15 financing provided tc the eligible person by the
16 corporation.
17 b. The corpcration reserves the right to change or
18 adjust the terms of financing, including a right to
19 demand immediate repayment of a loan, if the
20 corperation deitermines that the financial condition of
21 the eligible person has changed or deteriorated to the
22 point that a security interest held by the corporation
23 1s jeopardized or that the repayment of a loan in
24 accordance with the terms of the agreement is 1in
25 jeopardy.
26 c. The corporation must demand the immadiate
27 repayment of financing provided to the eligible person
28 by the corporation, if the eligible person is in
29 violation of any substantive provision of :his
30 division or the agreement."”
By HOLVECK of Pclk
KOENIGS of M-tchell
CHURCEILL of Polk
B-5240 FILED APRIL 16, 1998
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SENATE FILE 2415
258

Amend the amendment, H-9196, to Senate File 2415,
as amended, passed, and reprinted by the Senate, as
follows:

1. Page 4, line 38, by striking the word
"construction” and inserting the following:
"construction,".

2. Page 5, line 29, by striking the word "The™
and inserting the following: "From moneys deposited
into the road use tax fund, the".

By HOUSER of Pottawattamie
25¢ FILED BPRIL 16, 1588

S17-7F
(}0 /7#{2)
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SENATE FILE 2415

H-9244

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 15, by inserting after line 20 the
following:

"{_ ) The agricultural products processor must
offer a pension or profit sharing plan to full-time
employees employed at the certified facility."

By TAYLOR of Linn

H-9244 FILED APRIL 16, 1998
(O 41777

175
ﬂf '/ SENATE FILE 2415

H-9245

MO W

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

l. Page 15, by inserting after line 20, the
following:

"{ '} The agricultural products processor must pay
a median wage for new full-time hourly nonmanagement
production jobs of the certified facility of at least
twelve dollars per hour indexed to 1998 dollars based
on the gross national product implicit price deflator
published by the bureau of economic analysis of the
United States department of commerce or one hundred
thirty percent of the average wage in the county in
which the community is located, whichever is higher."

2. By renumbering as necessary.

By TAYLOR of Linn

B-924S5 FILED APRIL 16, 1898
/4//0 Ho-ty-¢& (P. (757 )

SERATE FILE 2415

HE-9249
1 Amend Senate File 2415, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 15, by inserting after line 206 the
4 following:
5 "{ 7 The agricultural products processor must
6 make a capicral investment in the certified facility of
7 at least twice the amount of financing invcsted in the
8 certified facility by the corporation.”

By HOLVECK of Polik

BH-9249% FILED APRIL 16, 1598

fot o
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SENATE FILE 2415
g-9253

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 16, by inserting after line 6, the
following:

" . A corporation shall not provide financing to
an eligible person to support an Iowa agricultural
industry venture, unless the eligible person has been
denied a loan for the venture by at least three
ienders engaged 1n the business of financing capital
ventures, by using customary lending standards and
practices.”

DIX of Butler CHURCHILL of Polk
GARMAN of Story NELSON of Marshall
H-9253 FILED APRIL 16, 1998

/ét%&@ A r7- f&'(?Dzzwq)
SENATE FILE 2415

GO 00~ U L)

o TR
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H-8254 ,

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 16, by inserting after line 6, the
following:

" . A corporation shall not provide financing to
an 81101ble person to support an Iowa agricultural
industry venture, unless the eligible person
demonstrates that the person cannot obtain a loan from
conventional sources of finmancing, a2fter considering
the person's net worth, debt-to-asset ratio, debt
service coverage ratio, projected income, and
projected cash flow."

DIX of Butler GARMAN of Story
KREIMAN of Davis BRUNKHORST of Bremer
E-925%4 FILED APRIL 16, 1998

S/ P

6?;754)
H-9255

1
2
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5
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7
8
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1
2
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SENATE FILE 2415

Amend Senate File 2415, as amended: passed, and
reprinted by the Senate, as follows:

1. Page 17, by inserting before line 18, the
following:

"Sec. . EFFECTIVENESS. The general assembly
recognizes that this Act places public moneys at risk,
by authorizing a private corporation to engage in
speculative ventures by using public funds, without
oversight customarily required for the appropriation
of state moneys to entities carrying out public
vurposes. Therefore, this Act shall only become
effective if approved bv a vote of at leas:i three-
fifths of the members of both chambers of the general
assemblv and signed by the goverrnor.®

<. By renumbering as necessarv.

By HOLVECK of

bt bt ped po s
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SENATE PILE 2415

H-9251
1 Amend the amendment, H-9196, tc Senate File 2415,
2 as amended, passed, and reprinted by the Senate, as
3 follows:
4 1. Page 1, by inserting after line 1ll, the
5 following:
6 " . & need exists to support forests and the
7
g

growth and maintenance of forests in this state,
including the production of agricultural commodities
which are forest products as provided in section
lSE-zoz.llll

2. Page 1, by inserting after line 19 the
following:

" . A need exists for additional sources of
financing for ventures designed to support Iowa
forests and the growth and maintenance of these
forests.""

3. Page 2, by inserting after line 38, the
following:

" . It is the intent of the general assembly and
the purpose of this division that the state encourage
ventures which support Iowa forests and the growth and
maintenance of these forests.""

4. Page 4, by inserting after line 26, the
following:

" . An Iowa agricultural industry finance
corporation may provide financing to resource
conservation and development areas, as authorized
under the federal Food and Agriculture Act of 1962, 16
U.S.C. $ 3451 et seq., and reauthorized under the
federal Food, Agriculture, Conservation, and Trade Act
of 1960, 16 U.S.C. $ 3459 et seq.

a. Each loan made shall be for a period not to
exceed ten years, shall not bear interest, and shall
be repayable to the corporation.

b. Each loan shall be made on a condition that the
moneys be provided to landowners on a cost-share
basis. The award of moneys shall not excead fifty
percent of the estimated cost of completing a forestry
project or fifty percent of the actual cos:t, whichever
is less.”

5. By renumbering and relettering as n:cessary.

By OSTERHAUS of Jackson

B-9251 FILED APRIL 16, 1998

4« | o s gP (4D
b ) #E (L
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SENATE FILE 2415

H-9260

Amend the amendment, H-9196, to Senate File 2415,
as amended, passed, and reprinted, by the Senate, as
follows:

1. By striking page 2, line 42, through page 3,
line 15, and inserting the following: "inserting the
following: “"shall be appointed by an appointment
committee which shall be composed of all of the
following:

(1) The following persons who shall serve as
voting members, appointed by the governor:

(a) One person representing financial institutions
who is actively engaged in financial agricultural
businesses.

(b) One person representing agribusiness who is
actively engaged in agribusiness.

(c) One person representing agricultural
cooperative organizations who is a member of an
agricultural cooperative association as defined in
section 502,102.

(d) One person representing processors of
agricultural products who is actively engaged in
processing such products.

(e) One person representing marketers of
agricultural commodities or products who is actively
engaged in marketing agricultural commodities or
products.

(f) One perscn representing an organization
promoting producers of agricultural commodities
generally rather than a specific commodity, who is an
active member of such organization.

(g) Two persons representing organizations
promoting producers of specific commodities who are
members of the organizations.

(2) The following nonvoting, ex officio members:

{a) One person appointed by the governor
representing the governor's office

(b) FPour members of the general assembly. The
members shall be two senators, appointed by the
president of the senate after consultation with the
majority leader of the senate and the minority leader
of the senate from their respective parties, and two
representatives appointed by the speaker of the house
after consultation with the majority leader of the
house of representatives and the minority leader of
the house of representatives from thelr respective
parties.

b. The members of the appointment committee shall
exercise due care to assure that persons appointed to
the initial board of directors have the requisite
financial experience necessary in order to carry out

H-9260 -1~
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B-9260

Page 2
the duties of the corporation as established in this
division, including in areas related to agricultural
lending, commercial banking, and investment
management.

¢. The members appointed to the appointment
comumittee shall be entitled to receive a per diem as
specified in section 7E.6 for each day spent in
performance of duties as members, and shall be
reimbursed for actual and necessary expenses incurred
in performance of duties as members of the appointment
committee.

d. Uponr the election of the board of directors,
the terms of the members of the appointment committee
of directors shall expire,.

4. The department shall assist the incorporators
and the appointment committee in"."

2. Page 5, by inserting after line 44, the
following:

"Sec. ___. APPCINTMENTS., The appointments made by
the governor to the appointment committee as provided
in section 15E.206 shall be made as soon as
practicable after July 1, 1998."

By CHURCHILL of Polk
DIX of Butler
GARMAN of Story
H-9260 FILED APRIL 17, 1998

41y7/79
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SENATE FILE 2415
H-9261

Amend the amendment, H-9196, to Senate File 2415,
as amended, passed, and reprinted by the Senate, as
follows:

l. Page 1, by inserting after line 11, the
following:

" . A need exists to suppert the production or
manufacturing of high value-added industries.”™"

2. Page 1, by inserting after line 19 the
following:

" . A need exists for additional sources of
financing for ventures designed to support the
production, processing, and marketing of high value
manufactured products by high value-added
industries.""

3. Page 1, by inserting after line 49, the
following:

" "High value-added industry” means an
industry involved in the production or manufacturing
of value-added goods or services.""

4, Page 2, by inserting after line 22, the
following:

" . A high value-added industry located in this
state, if the industry provides for the creation and
retention of wealth in this state, and the industry is
involved in any of the following:

(1) Value-added agricultural products.

(2) Insurance and financial services.

(3) Plastics.

(4) Metals.

(5) Printing paper or packaging products.

(6) Drugs and pharmaceuticals.

(7) Software development.

(8) 1Instruments and measuring devices and medical
instruments.

(9) Recycling and waste management.

(10) Telecommunications.,""

S. Page 2, by inserting after line 38, the
fcllowing:

" . It is the intent of the general assembly and
the purpose of this division that the state encourage
Iowa agricuitural industry ventures which support the
production, processing, and marketing of high value
manufactured products.""

6. Page 4, by inserting after line 26, the
following:

" . A high value-added industry which qualifies
as an Iowa agricultural industry venture as provided
according to the terms of an agreement executed by the
high value-added industry and the corporation, if the
board of directors for the corporation determines that

H-9261 -1-




HOUSE CLIP SHEET APRIL 20, 1998

5-9261

Page 2 ]
1 the industry would advance the intent and purposes set
2 out in section 15E.203.""

3 7. By renumbering and relettering as necessary.
By CHURCHILL of Polk HUSER of Polk
KOENIGS of Mitchell TAYLOR of Linn
DIX of Butler HOLMES of Scott
GARMAN of Story JENKINS of Black Hawk

H-9261 FILED APRIL 17, 1998
w/e 4li1le® (\o. 174L)

' SENATE FILE 2415

B-9262

Amend Senate file 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 10, line 25, by striking the words
"twenty-five" and inserting the following: “twenty".

2. Page 10, line 26, by striking the word "four"
and inserting the following: “five".
CHURCHILL of Polk HUSER of Polk
KOENIGS of Mitchell TAYLOR of Linn
DIX of Butler HOLMES of Scott
GARMAN of Story BRUNKHORST of Bremer
NELSON of Marshall
g-9262 FILED APRIL 17, 1998

OO W N

d/r7/9%
(ﬂ/742) SENATE FILE 2415
H-9263
1 Amend Senate File 2415, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 10, line 25, by striking the word
4 "twenty-five" and inserting the following: "ten".
S 2. Page 10, line 26, by striking the word "four®
6 and inserting the following: “"ten".

By DIX of Butler HUSER of Polk
GARMAN of Story TAYLOR of Linn
NELSON of Marshall BRUNKHORST of Bremer

gH~9263 FILED APRIL 17, 1998

w /o

y.17-9%
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SENATE FILE 2415
BE-9264

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 11, by inserting after line 23 the
following:

" . A corporation shall not provide financing to
support an agricultural products processor which has
closed or substantially reduced the operations of an
agricultural products processing facility in one area
of the state and relocated substantially the same
10 facility elsewhere in the state. However, this
11 subsection does not prohibit an agricultural products
12 processor from expanding a facility, if existing
13 operations of a facility of a similar nature in the
14 state are not closed or substantially reduced.”

15 2, By renumbering as necessary.
By WEIGEL of Chickasaw

OO0 = O U I L B

H-9264 FILED APRIL 17, 1998

S 17 FF
? 1 7ND
ﬂo ‘) SENATE FILE 2415
H-9265
1 Amend Senate File 2415, as amended, passed, and

2 reprinted by the Senate, as follows:
3 1. Page 12, by striking lines 25 through 28 and
4 inserting the following: "articles shall provide that
5 an audit of the corporation must be conducted each
6 year for the preceding year by a certified public
7 accountant licensed pursuant to chapter 542C. The
8 auditor of state may audit the books and accounts of
9 the corporation at any time. The results of the
10 annual audit and any audit for the current year
11 conducted by the auditor of state shall be included as
12 part of the repcrt."
By CHURCHILL of Polk
H—9265 FILED APRIL 17, 1998

4,/%—4 b4 /g/ 77
SENATE FILE 2415
H-9266

amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 16, line 20, by striking the word "may"
and inserting the word "shall".

2. Page 16, line 21, by inserting after the word
"division." the following: “The rules shall include a
provision prohibiting any person who receives
financial assistance from a corporation under this
division from receiving assistance from the community
econcmic betterment program account established under
section 15.320,

gl e N e e o S N RN o RE W) B VRN N I o
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By HOLVECK of Polk
H-9266 FILED APRIL 17, 1998
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SENATE FILE 2415
BE-9265
Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

-

1
2
3 1. Page 16, by inserting after line 21 the

4 following:

5 "Sec. . NEW SECTION. 15E.213 REAUTHORIZATION,.
6

7

8

S

Any Iowa agricultural industry finance corporation
formed under this division shall be dissolved as
provided in chapter 490, division XIV, unless the
general assembly reauthorizes the corporation during a

10 session of a general assembly which convenes every
11 five years beginning when the 2003 Session of the
12 Eightieth General Assembly. If the general assembly
13 fails to reauthorize a corporation, the corporation
14 shall wind up the affairs of the corporation within
15 six months of the adjournment of that session of the
16 general assembly, as provided by rules adopted by the
17 department. The corporation shall provide for the
18 orderly liquidation of all assets, settle existing
19 liabilities, and transfer unobligated moneys to the
20 department for deposit into the road use tax fund.
21 This section shall not interfere with existing
22 contractual relationships executed by the corporation
23 and other parties, including eligible persons under
24 section 15E.210."

By KREIMAN of Pavis

H-9269 FILED APRIL 17, 1998

AL /7 PE
7=
(775 SENATE FILE 2415
H-9270
1 Amend Senate File 2415, as amended, passed, and

2 reprinted by the Senate, as follows:
3 1. Page 9, by inserting after line 7 the
4 followlng:
5 "In selecting projects to receive financing, it is
6 the intent of the general assembly that the
7 corporation seek projects with wage, benefit, and work
g safety plans which improve the quality of employment
S in the state and which would not displace employees of
10 existing Iowa agricultural industry ventures."
By HOUSER of Pottawattamie
‘ FALCK of Fayette
H-9270 FILED APRIL 17, 1998




SENATE FILE 2415
B-9267

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 16, by inserting after line 9, the
following:

" . A corporation shall not provide filnancing to
an agricultural products processor until all known
required environmental regulations, permits, and
audits are met."

OO~ OV Lo o

By MASCHER of Johnson
B-9267 FILED APRIL 17, 1998

Aoct 4-17-2%

ﬂb/7§€) SENATE FILE 2415

H-9268

1 Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 11, by inserting after line 23 the
following:

" . A corporation shall not provide financing to
an eligible recipient to support an Iowa agricultural
industry venture, unless the board of directors for
the corpeoration determines that the eligible recipient
has a substantial equity position in the Iowa
agricultural industry venture."

By KREIMAN of Davis

2
3
4
5
6
7
8
e
0

1

H-9268 FILED APRIL 17, 1998

Hoct 17195
(p2s)
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. SENATE FILE 2415
2 E-9280

1 amend Senate File 2415, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 1¢, line 30, by striking the word
4 Yeither" and inserting the following: “any".
5 2. Page 11, by inserting after line 23 the
6 following:
7 " . An agricultural products processor, if all
8 of the following apply:
9 (1) The financing supports the construction,
10 expansion, or acquisition of an agricultural products
11 processing facility for slaughtering live animals or
12 recelving, buying, or soliciting live animals for
13 slaughter, the meat products of which are directly or
14 :ndirectly to be offered for resale or for public
15 consumption,
16 {2) The agricultural products processing facility
17 is located in a county with a population of at least
18 two hundred fifty thousand unless the location is west
19 of Iowa state highway 28 or west of a line extending
20 north from the point at which Iowa state highway 28
21 intersects with United States interstate 80."
Z2 3. By relettering as necessary.

By CHIODO of Polk

HUSER of Polk

H-928¢ FILED APRIL 17, 1998
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E-9281
1 Amend Senate File 2415, as amended, passed, and
2 reprinted by the Senate, as follows:
3 1. Page 10, line 30, by striking the word
4 "either" and inserting the following: "any".
5 2. Page 11, by inserting after line 23 the
& following:
7 " . An agricultural products processor, if all
8 of the foliowing apply:
e (1} The financing supports the construction,
10 expansion, or acguisition of an agricultural products
11 processing facility for slaughtering live animals or
12 receiving, buying, or soliciting live animals for
13 slaughter, the meat products of which are directly or
14 indirectly to be offered for resale or for public
i5 consumption.
1 {2) The agricultural products processing facility
17 is located within a city having & population of one
i8 hundred seventy-five thousand or more."”
19 3. By relettering as necessary.
By HUSER of Polk
CHIODO of Polk
FALLCON of Polk
B-9281 FILED APRIL 17, 1998
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SENATE FILE 2415

H~-9272

1 Amend Senate File 2415, as amended, passed, and ‘

2 reprinted by the Senate, as follows:

3 1. Page 15, by inserting after line 20, the

4 following:

5 "(__) The agricultural products processor must

6 consult with the Iowa waste reduction center at the

7 university of northern Iowa to minimize the volume of

8 waste products produced by a certified facility."

By SHOULTZ of Black Hawk
H-9272 FILED APRIL 17, 1998
do17-9%

(?i?SR)

H-9273

Amend the amendment H-9196, to Senate File 2415, as
amended, passed, and reprinted by the Senate, as
follows:

1. Page 1, line 11, by inserting after the word
"purposes." the following: "A need also exists to
support biomass energy sources.”

By WEIGEL of Chickasaw
VANDE HOEF of Osceola

SENATE FILE 2415

O U L0 B

B-9273 FILED APRIL 17, 1998
i agBed- 4-17-98 (Pr7+¢)

SENATE FILE 2415 .
B-9274

1 Amend Senate File 2415, as amended, passed, and
I 2 reprinted by the Senate, as follows:

3 1. Page 7, by inserting after line 14 the

4 following:

5 " . A director of the corporation's board of

6 directors shall not serve for more than seven
7 consecutive years as a board director."
8 2, By renumbering as necessary.
By SUKUP of Franklin
H-9274 FILED APRIL 17, 1998

ﬁ,,z.fx:«f Lg7)
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H-9275

1 Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

1. Page 10, line 30, by striking the word
"either” and inserting the following: “any".

2. Page 11, by inserting after line 23 the
following:

____. A member of the economic development board,
an employee of the department of economic development,
an elected state official, or any director or other
officer or an employee of the corporation.”
3. By relettering as necessary. .
By HOLVECK of Polk

2
3
4
)
6
7
8
9
0
1

1
1

H-9275 FILED APRIL 17, 1998

,/pc/(q&&ok_, {.107-98  (p17se)




SENATE CLIP SHEET APRIL 18, 1958

[T

O W0 00 ~) U e LN

HOUSE AMENDMERNT TO
SENATE FILE 2415

S-5753

Amend Senate File 2415, as amended, passed, and
reprinted by the Senate, as follows:

i. Page 1, by inserting after line 20, the
following:

" . A need exists to support the producticn of
agricultural commodities and the processing and
marketing of agricultural products which are produced
by using biclogical techniques for the development of
specialized plant cor animal characteristics for
peneficial nutritional, commercial, or industrial
purposes. A need also exists to support biomass
energy sources.

. A need exists to support forests and the
growth and maintenance of forests in this state,
including the production of agricultural commodities
which are forest products as provided in section
15E.202."

2. Page 1, by inserting after line 34, the
following:

“ . A need exists for additional sources of
financing for ventures designed to support the
production, processing, and marketing of high value
agricultural products using bioclogical techniques

24 which create increasingly high value agricultural

products for consumers around the world."

3. Page 2, line 2, by striking the words
"agricultural producer-led"” and inserting the
following: "Iowa agricultural industry”.

4. Page 3, by striking lines 24 through 35 and
inserting the following:

"(2) A family farm entity if any of the following
individuals is actively engaged in agricuitural
production:

{a} A shareholder and an officer, director, or
enplovee of a family farm corporation.

{p} A member or manager of a family farm limited
liability company.

{c}) A general partner of a family farm limited
partnership.

{d) A beneficiary of a family trust.

{3} A networking farmers entity."

5. Page 4, by inserting after line 2, the
following:

" __. "Biotechnology enterprise"” means an
enterprise crganized under the laws of this state
using biological technigues for the development of
specialized plant or animal characteristics for
beneficial nutritional, commercial, or industrial
purposes.”

6. Page 4, by inserting after line 9 the

5-5753 ~-1-
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following:

" . "Family farm entity" means a family farm
corporation, family farm limited liability company,
family farm limited partnership, or family trust as
defined in section 9H.1."

7. Page 4, by striking lines 15 and 16, and
inserting the following:

" . "Iowa agricultural industry venture" means
an enterprise involving any of the followlng.

a. Agricultural producers investing in a new".

8. Page 4, line 21, by striking the word "a." and
inserting the following: "“(1)".

9. Page 4, line 24, by striking the word "b." and
inserting the following: "(2)".

10. Page 4, line 26, by striking the word "c."
and inserting the following: "(3)".

11. Page 4, line 28, by striking the word "d."
and inserting the following: "(4)".

12. Page 4, by inserting after line 30 the
following:

"b. An agricultural blOtECthlOgy enterprise
located in this state, if the purpose of research and
application of biological techniques conducted by the
enterprise is to accomplish all of the following:

(1) The creation and retention of wealth in this
state.

(2) Increasing the value of agricultural
commodities.”

13. Page 4, by inserting after line 34 the
following.

"Networklng farmers entity" means the same
as defined in section 10.1, as enacted by 1998 lowa
Acts, House File 2335."

14, Page 5, line 3, by striking the words "as
defined in section 10.1".

15. Page 6, by inserting after line 6 the
following:

" .+ It is the intent of the general assembly and
the purpose of this division that the state encourage
Iowa agricultural industry ventures which promote the
research and application of biological techniques for
the development of specialized plant or animal
characteristics for beneficial nutritional,
commercial, or industrial purposes.”

16. Page 7, by inserting after line 14 the
following:

" . A director of the corporation's board of
directors shall not serve for more than seven
consecutlve years as a board director.”

17. Page 8, line 7, by inserting after the figure

§-5753 -2-
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"3." the Ifollowing: ™a.

18. Page B, by striking lines 10 through 27 and
inserting the follewing: "shall be elected by the
members of an appcintment committee. The members of
the appcintment ccmmittee shall be appointed by the
econcmic develcopment board. The initial board of
directers shall ccnsist of seven members. The members
cf the appointment committee shall include persons who
nave an expertise in areas of banking, agricultural
lending, business develcpment, agricultural produciion
and processing, seed and venture capital investment,
and other areas of expertise as deemed appropriate by
the interim board of directors.

p. The members of the appointment committee shall
exercise due care to assure that persons appointed to
the initial board of directors have the requisite
financial experience necessary in order to carry out
the duties of the corpcration as established in this
division, including in areas related to agricultural
lending, commercial banking, and investment
management,

c. Upon the election of the initial board of
directors, the terms of the members of the appointment
committee shall expire.

d. The department shall assist the incorporators
and the appointment committee in".

19. Page 9, by inserting after line 7 the
following:

"In selecting projects to receive financing, it is
the intent of the general assembly that the
corporation seek projects with wage, benefit, and work
safety plans which improve the quality of employment
in the state and which would not displace employees of
existing Iowa agricuitural industry ventures.”

20. Page 10, line 13, by striking the words "may
loan all or part" and inserting the following: "shall
loan 211",

21. Page 10, line 19, by inserting after the word
"gesirable” the following: ", inciuding any
restrictions on the subordination of the moneys
icaned”.

2z, Page 10, by inserting after line 28 the
fellowing:

" ___ . The corporation shall not expend moneys
originating from the state, including moneys loaned
under this section, on pelitical activity or on any
attempt to influence legislation."

23. Page 10, line 30, by striking the word
"either” and inserting the following: "any".

24. Page 11, by inserting after line 23 the
S-5753 -3-
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following:
" . A member of the economic development board, .
an employee of the department of economic development, g
an elected state official, or any director or other
cfficer or an employee of the corporation.”
25. Page 12, by striking lines 25 through 28 and
inserting the following: "articles shall provide that
an audit of the corporation must be conducted each
year for the preceding year by a certified public
accountant licensed pursuant to chapter 542C. The
auditor of state may audit the books and accounts of
the corpcration at any time. The results of the
annual audit and any audit for the current year
conducted by the auditor of state shall be included as
part of the report.”
26. Page 12, line 32, by inserting after the word
"corporation." the following: "If the eligible
recipient is an agricultural producer as provided in
section 15E.210, the agreement shall not be executed
unless the agricultural producer holds wvoting common
stock in the corporation equal to at least five
percent of the financing provided to the agricultural
producer pursuant to the agreement.”
27. Page 13, by striking lines 11 and 12 and
1nsert1ng the following:
To the extent feasible and fiscally prudent,
the corporation must maintain a portfolio which is )
diversified among the various types of agricultural y
commodities and agribusiness.
. Not more than seventy-five percent of moneys
originating from the state, including moneys loaned to
the corporation pursuant to this section, may be used
to finance any one Icwa agricultural industry
venture."
28. Page 13, by striking lines 26 through 33.
29, Page 14, line 28, by striking the words
"general fund of the state" and inserting the
following: "road use tax fund created pursuant to
section 312.1",
30. Page 15, line 1, by striking the words "must
participate” and inserting the following:
"participating”.
31. Page 15, by striking lines 11 and 12 and
inserting the following:
"b. An agricultural products processor which
participates as part of an Iowa".
32. By striking page 15, line 30, through page
16, line 1, and inserting the following: ™produced in
this state. However, the corporation may provide
financing, 1f its board of directors determines that

5-5753 -4-
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adequate supplies of the commodity are not available
for processing as otherwise required in this
subparagraph subdivision."

33. Page 16, by inserting before line 2 the

" . An agricultural biotechnology enterprise
which gqualifies as an Iowa agricultural industry
venture as provided according to the terms of an
agrecement executed by the agricultural biotechnology
enterprise and the corporation, if the board of
directors for the corpcration determines that the
enterprise would advance the intent and purposes set
out in section 15E,.203."

34. Page 16, by inserting after line 21 the
following:

"Sec. ___ . Section 423.24, Code Supplement 1997,
is amended by inserting the following new unnumbered
paragraph before subsection 1:

NEW UNNUMBERED PARAGRAPH. Except as otherwise
provided in section 312.2, subsection 15, all revenues
derived from the use tax cn motor vehicles, trailers,
and motor vehicle accessories and equipment as
collected pursuant to sections 423.7 and 423.7A shall
be deposited and credited to the road use tax fund and
shall be used exclusively for the construction,
maintenance, and supervision of public highways.

Sec. . Section 423.24, subsection 1, unnumbered
paragraph 1, Code Supplement 1997, is amended to read
as follows:

Eighty-percent-of Notwithstanding any provision of
this section which provides thet all revenues derived
from the use tax on motor vehicles, trailers, and
motor vehicle accesscories and equipment as collected
pursuant to section 423.7 and section 423.7A shall be
deposited and credited to the rcad use tax fund,
eighty percent of the revenues shall be deposited and
credited as fellows:"

35. Page 17, by inserting after line 4 the
fecllowing:

“Sec. . Section 423.24, subsection 1, paragraph
¢, Code Supplement 1997, is amended by striking the
paragraph.

Sec. . Section 423.24, subsection 2, Code
Supplement 1997, is amended to read as follows:

2. %Pwenty-pereent-of Notwithstanding any other
provision of this section that provides that all
revenue derived from the use tax on motor vehicles,
trailers, and motor vehicle accessories and equipment
as collected pursuant to section 423.7 shall be
deposited and credited to the road use tax fund,

5-5753 -5-
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1 twenty percent of the revenues shall be credited and
2 deposited as follows: one-half to the road use tax

3 fund and one-half to the primary road fund to be used
4 for the commercial and industrial highway network,

S except to the extent that the department directs that
6

7

8

9

moneys are deposited in the highway safety patrol fund
created in section 80.41 to fund the appropriations
made from the highway safety patrol fund in accordance
with the provisions of section 80.41. The department

10 shall determine the amount of moneys to be credited

11 under this subsection to the highway safety patrol

12 fund and shall deposit that amount into the highway

13 safety patrol fund.

14 Sec. . NEW SECTION. 423.24A REIMBURSEMENT FOR
15 THE PRIMARY ROAD FUND.
16 From moneys deposited into the road use tax fund,

17 the department may credit to the primary road fund any

18 amount of revenues derived from the use tax on motor

19 vehicles, trailers, and motor vehicles accessories and

20 equipment as ccllected pursuant to sections 423.7 and

21 423.7A to the extent necessary to reimburse that fund

22 for the expenditures not otherwise eligible to be made

23 from the primary road fund, which are made for

24 repairing, improving, and maintaining bridges over the

25 rivers bordering the state. Expenditures for those

26 portions of bridges within adjacent states may be

27 included when they are made pursuant to an agreement

28 entered into under section 313.63, 313A.34, or

29 314.10."

30 36. Page 17, by striking lines 18 through 23.

31 37. Page 17, by inserting before line 24 the

32 following:

33 "Sec. . SEVERABILITY. If any provision of this

34 Act or the application of this Act to any person or

35 circumstance 1is held invalid, the invalidity shall not

36 affect other provisions or applications of this Act

37 which shall be given effect without the invalid

38 provision or application, and to this end the

39 provisions of this Act are severable."

40 38. By renumbering, relettering, or redesignating

4). and correcting internal references as necessary.
RECEIVED FROM TEE HQUSE

S$-5753 FILED APRIL 17, 1998
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A BILL FOR

1 An Act relating to agricultural finance and providing an
appropriation and taxation exemption, and providing an
effective date.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. LEGISLATIVE FINDINGS. The general assembly
finds and declares all of the following:

1. a. The economic structure of agriculture, including
the production of agricultural commodities and the processing
and marketing of agricultural products, is undergoing a period
of rapid transformation,

{1) Longstanding government programs supporting prices for
agricultural commodities are being phased out, and new
technologies and management arrangements are creating large
scale integrated systems for producing and processing
agricultural commodities, and marketing agricultural processed

products.
(2) An increasing world demand exists for high quality
agricultural products caused by the simultaneous reduction of

trade barriers among nations and an increase in income of
those nations' populations.

b. The ability of this state and its agricultural
producers to adapt to these forces and their consequences at
the threshold of the twenty-first century will determine the
degree to which this state will prosper.

2. a. A need exists for additional sources of financing
for local agricultural producer-led ventures to expand
production, processing, and marketing of high value
agricultural products, to organize new business structures
within the state to carry out these ventures, and to market
and deliver increasingly high value agricultural products to
consumers around the world.

b. Traditional channels of financing and business
organization have not been adeqguate to address this need.

¢. A trend toward corporate vertical integration in the
production, processing, and marketing of agricultural products
exists which requires agricultural producers to develop
innovative cooperative ventures in order to successfully
compete in a changing marketplace.

3. It is necessary for the state to authorize the

_l_
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formation of private corporations in order to provide sources
of investment capital to encourage agricultural producer-led

ventures, including providing limited state financial support
necessary to stimulate these ventures.

4. All of the purposes stated in this Act are public
purposes. All of the following is necessary in order to
satisfy the intent and promote the purposes of this Act:

a. The authorization of the formation of Iowa agricultural
industry finance corporations as provided in this Act,
including authorizing persons to facilitate the formation of a
private corporation.

b. The use of public moneys to support activities
identified in this Act, including funding Iowa agricultural
industry finance corporations, making available loans to
initiate ventures as provided in this Act, and providing
incentives included in this Act for qualified Iowa
agricultural industry financing corporations.

DIVISION XIX
IOWA AGRICULTURAL INDUSTRY FINANCE CORPORATIONS
Sec. 2. NEW SECTION. 15E.201 SHORT TITLE.
This division shall be known and may be cited as the "Iowa

Agricultural Industry Finance Act".
Sec. 3. NEW SECTION. 15E.202 DEFINITIONS.
Except as otherwise provided in this division, or unless

the context otherwise requires, the words and phrases used in
this division shall have the same meaning as the words and
phrases used in chapter 490, including but not limited to the
words and phrases used in section 490.140. In addition, all
of the following shall apply:

1. "“Actively engaged in agriculture" means to do any of
the fcllowing:

a. Inspect agricultural operations periodically and
furnish at least half the direct cost of the operations.

b. Regularly and frequently make or take an important part
in making management decisions substantially contributing to

-2~
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or affecting the success of the agricultural operation.

¢. Perform physical work which significantly contributes
to agricultural operation,

2. "“Agricultural commodity" means any unprocessed
agricultural product, including livestock as defined in
section 717.1, agricultural crops, and forestry products
grown, raised, produced, or fed in this state for sale in
commercial channels.

3. “Agricultural operation" means an operation concerned
with the production of agricultural commodities for processing
into agricultural processed products.

4. "Agricultural processed product®" means an agricultural
commodity that has been processed for sale in commercial
markets.

5. “Agricultural producer" means a person who is any of
the following:

a. An individual actively engaged in agricultural
production.

b. A person other than an individual, if the person is any
of the following:

(1) & general partnership in which all the partners are
natural persons, and one of the partners is actively engaged
in agricultural production.

(2) A family farm corporation as defined in section 9H.1,
if a shareholder and an officer, director, or employee of the
corporation 1s actively engaged in agricultural production.

(3) A family farm limited liability company as defined in
section 9H.1, if a member or manager of the family farm
limited liability company is actively engaged in agricultural
production,

6. "Agricultural product" means an agricultural commodity
or an agricultural processed product.

7. "Certified facility" means a facility used to process
agricultural products as certified by a corperation pursuant
to section 15E.210.
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8. "Department" means the department of economic
development as created in section 15.101.

9. “"Economic development board" means the economic
development board created pursuant to section 15.103.

10, "Iowa agricultural industry finance corporation" or
"corporation” means a corporation formed under this division.

11. ™"Iowa agricultural industry finance loan" means a loan
made to a qualified Iowa agricultural industry finance
corporation pursuant to section 15E.208.

12. "Loan" means providing financing to a person under an
agreement requiring that the amount in financing be repaid at
a maturity date, with an interest rate, and other conditions
as specified in the agreement.

13. "Qualified investor" means any of the following:

a. An agricultural producer.

b. A family farm corporation, family farm limited
liability company, family farm limited partnership, or family
trust, all as defined in section 9H.1,.

c. A cooperative corporation organized under chapter 501.

d. A networking farmers entity as defined in section 10.1l.

14, "Qualified Iowa agricultural industry finance
corporation" or "qualified corporation" means an Iowa
agricultural industry financing corporation which meets the
eligibility requirements of and is approved by the department
pursuant to section 15E.208.

Sec. 4. NEW SECTION. 15E.203 FINDINGS -- INTENT AND
PURPOSES.

1. The general assembly finds that this state is in a
period when the economic structure of agriculture and the

production, processing, and marketing of agricultural products
is undergoing a period of rapid transformation.

2. It is the intent of the general assembly and purpose of
this division that this state capture the greatest benefit
from opportunities created during this period, by encouraging
local agricultural producer-led ventures to expand production
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and processing of high value agricultural products, including
agricultural processed products, to organize new business
structures within the state to carry out these ventures, and
to market and deliver increasingly high value agricultural
products to consumers around the world. 1In carrying out this
purpose, state resources provided by this Act shall be used to
assure all of the following:

a. That the majority of the wealth created by Iowa
agricultural productivity is retained in this state.

b. That employment in the production, processing, and
marketing of agricultural products, and especially
agricultural processed products, is increased in this state,

c. That agricultural producers in this state are provided
with an opportunity to acquire a majority ownership interest
in agricultural production, processing, and marketing ventures
promoted under this division.

d. That this state becomes a world model for agricultural .
producer-based vertical cooperation which depends upcn broadly
shared access toc information, capital, and cooperative action.

e. That the use of private resources with state incentives
establish Iowa as the world leader in responsibly produced
agricultural products that meet the needs of consumers
throughout the worild.

Sec. 5. NEW SECTION. 15E.204 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIONS -- SCOPE OF POWERS AND DUTIES.

1. 2an Iowa agricultural industry finance corporation
formed under this division shall be subject to and have the
powers and privileges conferred by provisions of chapter 490,
unless otherwise limited by or inconsistent with the

provisions of this division.
2. Nothing in this division requires any of the following:
a. That a limited number of Iowa agricultural industry
finance corporations are authorized to be formed. However,
the department may strictly interpret and apply the
requirements of this division in determining whether a

-5
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corporation is a qualified corporation under section 15E.208.

b. That a corporation be organized on a cooperative basis,
including structured, organized, or operated pursuant to 26
U.8.C. § 1381(a).

¢. That a corporation is restricted from holding,
acquiring, or transferring financial or security instruments,
including but not limited to a security regulated under
chapter 502, money, accounts, and chattel paper under chapter
554, security interests under chapter 554, or a wmortgage or
deed of trust under chapter 654.

3. An Jowa agricultural industry finance corporation is a
private business corporation and not a public corporation or
instrumentality of the state. Except as provided in this
division, nothing in this division exempts an Iowa
agricultural industry finance corporation from the same
requirements under state law which apply to other corporations
organized under chapter 490, including taxation provisions
under chapter 422 or Title X, subtitle 2 of this Code, or
security regulations under chapter 502.

Sec. 6. NEW SECTION, 1SE.205 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIONS -- REQUIREMENTS.

1. A corporation incorporated under chapter 490 is an Iowa

agricultural industry finance corporation, if the corporation
complies with the requirements of this section and section
15E.206. In addition to the other requirements for a
corporation organized under chapter 490, all of the following
shall apply:

a. At least fifty-one percent of the corporation's common
stock must be held by agricultural producers. At least fifty-
one percent of the corporation's voting stock must be held by
agricultural producers.

b. The purpose of the corporation must be limited to
providing financing to eligible persons under section 15E.210
who are engaging in ventures limited to establishing a
cooperative structure in which agricultural producers produce

_6_
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agricultural commodities for processing and marketing as
agricultural processed products.

2. The requirements of this section shall be memorialized
in the corporation's articles of incorporation.

Sec. 7. NEW SECTION. 15E.206 FORMATION OF AN IOWA
AGRICULTURAL'INDUSTRY FINANCE CORPORATION.

1. This section authorizes the formation of Iowa

agricultural industry finance corporations in order to perfect
the manner in which such corporations are formed and operate.
Such a corporation is a private business corporation and not a
public corporation or instrumentality of the state. The
corporation shall not enjoy any of the privileges nor be
required to comply with any of the requirements of a state
agency.

2. In facilitating the formation of an Iowa agricultural
industry finance corporation, the following persons shall
serve as incorporators as provided in section 490.201:

a. The chairperson of the economic development board or a
designee of the chairperson.

b. The director of the department of economic development,
or a designee of the director.

c. The secretary of agriculture or a designee of the
secretary.

3. After incorporation, such a corporation shall be
organized by an initial board of directors as provided in
chapter 480, division II. The initial board of directors
shall be elected as follows:

a. An interim board of directors for the corporation,
composed of the members of the economic development board,
shall appoint a nominating committee. The members of the
nominating committee shall include persons who have an
expertise in areas of banking, agricultural lending, business
development, agricultural production and processing, seed and
venture capital investment, and other areas of expertise as
deemed appropriate by the interim board of directors.

-7-
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b. Members of the interim board of directors and members
of the nominating committee shall hold a joint meeting to
elect five initial board of directors from the list of
candidates nominated by the nominating committee.

¢. Upon the election of the initial board of directors,
the terms of the interim board of directors and the nominating

committee shall expire.

4. The department shall assist the incorporators, the
interim board of directors, and the nominating committee in
any manner determined necessary and appropriate by the
economic development board and the director of the department
in order to administer this section.

Sec. 8. NEW SECTION. 15E.207 IOWA AGRICULTURAL INDUSTRY
FINANCE CORPORATIONS -- GUIDING PRINCIPLES.

In carrying out its duties and exercising its powers under
this division, an Iowa agricultural industry finance
corporation shall be guided by the following principles:

1. The corporation must exercise diligence and care in the

selection of persons and projects to receive financing as
provided in section 15E.210. The corporation must apply
customary and acceptable business and lending standards and
practices in selecting persons and projects designated for
financing and managing agreements under which financing is
provided.

2. Except as otherwise provided in this section, the
corporation shall not become an owner of real or depreciable
property, including agricultural land, as provided in section
9H.4. However, this subsection shall not preclude the
corporation from holding an interest in real or depreciable
property 1f any of the following apply:

a. The corporation holds nonagricultural property for
purposes of carrying out the management of its corporate
affairs, including office space, furniture, and supplies.

b. The corporation holds an interest in real or
depreciable property on a temporary basis, and any of the

-8~
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following apply:

{1) The interest is a bona fide encumbrance taken for
purposes of security in connection with providing financing
under section 15E.210.

{2) The interest is acquired by operation of law,
including by any of the following:

{a) Devise or bequest.

(b) Court order.

(c) Dissolution under chapter 490, division XIV.

(d) Order in bankruptcy.

(e} Pursuant to a proceeding to enforce a debt against
real property under chapter 654, to forfeit a contract to
purchase real property under chapter 656, to enforce a secured
interest in real or depreciable property under chapter 554, or
to otherwise garnish, levy on, execute on, seize, or attach
real or depreciable property in the collection of debts, or by
any procedure for the enforcement of a lien or claim.

(3) The interest is acquired in order to facilitate a
transfer between persons pursuant to a transaction authorized
under this division.

Sec. 9. NEW SECTION. 15E.208 QUALIFIED CORPORATIONS -~-
ICWA AGRICULTURAL INDUSTRY FINANCE LOANS.

1. The department may award an Iowa agricultural industry

finance loan to an Iowa agricultural industry finance
corporation, if the department in its discretion determines
that the corporation is qualified under this section.

2. The corporation must apply for an Iowa agricultural
industry finance loan on forms and according to procedures
required by the department.

3. The department may loan all or part of the amounts
available to the department pursuant to this division to a
qualified corporation with provisions and restrictions as
determined by the department and contained in a loan agreement
executed between the department and the qualified corporation.

a. The department may attach conditions to the granting of

_..9_
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the loan as it deems desirable. The attorney general shall
assist the department in drafting loan agreements and in
collecting on the loan agreement.

b. The loan shall be repayable upon terms and conditions
negotiated by the parties. However, the loan's repayment
schedule shall not exceed twenty-five years from the date that
the loan is issued.

4. 1In order to be eligible as a gqualified Iowa
agricultural industry finance corporation, all of the
following conditions must be satisfied:

a. The corporation must only provide financing to persons
and ventures eligible under section 15E.210.

b. The corporation must demonstrate that it complies with
guiding principles for the corperation as provided in section
15E.207.

¢. The corporation must adopt policies and procedures
which maximize public oversight into the affairs of the
corporation, by providing a forum for public comment, an
opportunity for public review of the corporation's actions,
and methods to ensure accountability for the expenditure of
public moneys loaned to the corporation,

d. The corporation's articles of incorporation must comply
with requirements established by the department relating to
the capacity and integrity of the corporation to carry out the
purposes of this division, including but not limited to all of
the following:

(1) The capitalization of the corporation.

{2) The manner in which financing is provided by the
corporation, including the manner in which an Iowa
agricultural industry finance loan can be used by the
corporation.

{3) The composition of the corporation's board of
directors. The board must be composed of persons
knowledgeable in Iowa agricultural industries including a
representative number of individuals experienced and

=-10-



v 0 ~ o b b W

W W W W Ww W NN NN R NN N e
N b W M O W S N b WO Y D WO

knowledgeable in financing new agricultural industries.

(4) The manner of oversight required by the department or
the auditor of state. The articles must provide that the
corporation shall submit a report to the governor, the general
assembly, and the department. The report shall provide a
description of the corporation's activities and a summary of
its finances, including financial awards. The report shall be
submitted not later than January 10 of each year. The
articles shall provide for an annual audit by the auditor of
state or a certified public accountant licensed pursuant to
chapter 542C. A summary of the audit shall be included in the
report.,

(5) The execution of an agreement between the corporation
and an eligible recipient as required by the department as a
condition of providing financing, 1n which the eligible
reciplent agrees to become a shareholder in the corporation.
An agreement shall at least provide all of the following:

(a) The establishment of a common stock pricing system.
The stock shall be frozen against price appreciation for the
first five years of the life of the corporation. The articles
shall contain waivers for death and disability.

(b} The maintenance of stock ownership by an eligible
recipient until a financial assistance obligation due the
corporation is satisfied.

(c) A requirement that the par value of participating
common stock be established prior to providing financial
assistance to an eligible recipient.

e. A portfolio which is diversified among all types of
agricultural commodities must be maintained.

f. The corporation may only be terminated by the following

methods, unless approved by the department:

{1) Merger or share exchange under chapter 490, division
XI.

(2) Dissolution as provided in chapter 490, division XIV,
part A,
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(3) A sale, lease, exchange, mortgage, pledge, transfer,
or other disposition, in one or more transactions of assets of
the corporation which has an aggregate market value equal to
fifty percent or more of either the aggregate market value of
all of the assets of the corporation determined on a
consolidated basis, or the aggregate market value of all the
outstanding stock of the corporation.

The corporation may deviate from a requirement in this
subsection, upcon approval by the department for good cause and
upon the affirmative vote of a majority of the corporaticn's
board of directors.

5. The department shall provide for the default of the
loan if the qualified corporation does any of the following:

a. Violates a provision of the articles of incorporation
or an amendment to the articles of incorporation that is
required by this division which violation is not approved by -
the department.

b. Violates the terms of the loan agreement executed
between the department and the corporation, which violation is
not approved by the department.

¢c. PFails to comply with the regquirements of section
15E.205.

d. Completes a transaction, if all of the following apply:

(1) The transaction involves any of the following:

(a) A merger or share exchange under chapter 490, division
XT.

(b} The sale, lease, exchange, mortgage, pledge, transfer,
or other disposition, in one or more transactions of assets of
the corporation which has an aggregate market value egual to
fifty percent or more of either the aggregate market value of
all of the assets of the corporation determined on a
consolidated basis, or the aggregate market value of all the
outstanding stock of the corporation.

(2) The surviving entity of a merger or share exchange, or
the entity acquiring the assets of the corporation fails to

._12_
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meet the regquirements of section 15E.205.
6. Moneys repaid or collected by the department under this
section shall be deposited into the general fund of the state.
Sec. 10. NEW SECTION. 15E.205 TAXATION EXEMPTION.
Dividends received by the shareholders of a qualified Iowa

agricultural industry finance corporation shall be exempt from
Iowa income tax under chapter 422, if more than fifty percent
of the equity of the corporation 1s attributable to an Iowa
agricultural industry finance loan as provided in section
15E, 208,

Sec. 11. NEW SECTION. 1S5E.210 FINANCING PROVIDED BY AN
IOWA AGRICULTURAL INDUSTRY FINANCE CORPORATION.

1. An Iowa agricultural industry finance corporation may

only provide financing to a person determined eligible by the
corporation according to requirements of the corporation and
this section. At a minimum, an eligible person must be one of
the following:

a. An agricultural producer under all of the following
conditions:

(1) The agricultural producer must be a resident of this
state at the time the financing is provided. If the person is
not an individual, then a partner of the general partnership,
shareholder of the family farm corporation, or member of the
family farm limited liability company must reside in this
state at the time the financial assistance is awarded.

(2) The agricultural producer must participate in an Iowa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural producer
and the corporation. The agreement may require that the
agricultural producer acquire an interest in an agricultural
products processcr certified by the corporation, or enter into
a marketing agreement under which the agricultural producer
agrees to market an amount of the agricultural producer's
agricultural commodities to the agricultural products
processor.
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b. The corporation may provide financing to an

agricultural products processor as part of an Iowa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural products
processor and the corporation. The corporation shall only
provide financing if the venture involves the construction or
acquisition of an agricultural products processing facility as
certified by the ccrporation and if all of the following
apply:

(1) The certified facility must be located in this state.

(2) Either of the following apply: '

(a) More than fifty percent of the ownership interest in
the certified facility must be held by qualified investors.

If the certified facility is owned by an entity rather than by
individuals, more than fifty percent of the interest in the
entity and more than fifty percent of the voting interest in
the entity must be held by qualified investors.

(b) More than fifty percent of the commodities processed
by the certified facility during any twelve-month period is
purchased from agricultural producers who are residents of
this state at the time that the financing is provided. 1If the
agricultural producer is not an individual, then a partner of
the general partnership, shareholder of the family farm
corporation, or member of the family farm limited liability
company must reside in this state at the time the financing is
provided.

2. Financing may be in the form of a loan, loan guarantee,
sale and purchase of mortgage instruments for eligible
recipients, or other similar forms of financing. The
financing shall be awarded pursuant to an agreement between
the corporation and the eligible person.

3. A corporation shall not provide financing to support
any of the following:

a. A person who is =2ither of the following:

(1) An agricultural producer, if any of the following

~14-
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applies:

(a) The agricultural producer is a party to a pending
action for a viclation of chapter 455B concerning a
confinement feeding operation in which the person has a
controlling interest and the action is commenced in district
court by the attorney general.

(b) The agricultural producer or a confinement feeding
cperation in which the agricultural producer holds a
controlling interest is classified as a habitual violator
under section 455B.191.

(2) An agricultural products processor, if the processor
Oor a person owning a controlling interest in the processor has
demonstrated, within the most recent consecutive three-year
period prior to the application for financing, a continuous
and flagrant disregard for the health and safety of its
employees or the quality of the environment. Vioclations of
environmental protection statutes, rules, or regulaticns shall
be reported for the most recent five-year period prior to
application. Evidence of such disregard shall include a
histéry of serious or uncorrected violations of state or
federal law protecting occupational health and safety or the
environment, including but not limited to serious or
uncorrected violations of occupational safety and health
standards enforced by the division of labor services of the
department of employment services pursuant to chapter 84A, or
rules enforced by the environmental protection division of the
department of natural resources pursuant to chapter 455B.

b. The refinancing of an outstanding debt or other
obligation, regardless of whether the original financing was
provided by a corporation.

Sec. 12. NEW _SECTION. 15E.211 OBLIGATIONS.

The obligations of the corporation are not obligations of
thls state or any political subdivision of this state within
the meaning of any constitutional or statutory debt
limitations, but are obligations of the corporation payable

-15-
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solely and only from the corporation's funds. The corporation

shall not pledge the credit or taxing power of this state or
any political subdivision of this state or make its debts
payable out of any moneys except for those of the corporation.
Sec. 13, NEW SECTION. 15E.212 RULES.
The department may adopt rules pursuant to chapter 17A

necessary to administer this division.
Sec. 14, Section 423.24, subsection 1, paragraph a,
subparagraph (2), Code Supplement 1997, is amended to read as

follows:
(2) Beginning-danuary-i;-19967-throeugh-bDecember-33;-19587+;
two-mitiien-five-hundred-thousand-dottars-per-quarter—ahaii-be

depostted-inte-and-credited-to-the-Fowa—comprehensive
petrelenm-underground?storage-tank—marketabiiity-Eund—created
in-seectton-4556+-21+ Beginning January 1, 1998, through
Beeember-3317-20662 June 30, 1999, four million two hundred
fifty thousand dollars per quarter shall be deposited-inte-and

credited to the fewa-comprehensive-petroieum-underground
storage-tank-marketabiitty-fund-created-rn-sectien-4556-21
department of economic development., However, not more than a

total of twenty-five million dollars shall be credited to the

department. The moneys so depos:ited credited are a continuing

appropriation to be expended in-asccordance-with-sectron
455652 to carry out the provisions of section 15E.208, and

the moneys shall not be used for other purposes.

Sec. 15. 1995 Towa Acts, chapter 215, section 29,
subsection 1, is amended to read as follows:

l. Section 423.24, subsection 1, paragraph "a",
subparagraph (2) is repealed on Januwary-17;-2663 July 1, 1999.

Sec. 16. TRANSFER AND RETROACTIVITY. Moneys deposited in
the Iowa comprehensive petroleum underground storage tank

marketability fund created in section 455G.21 derived from the
use tax as provided in section 423.24, Code Supplement 1997,
from January 1, 1998, until July 1, 1998, shall be transferred
to the department of economic development for use as provided
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in section 1S5E.208, as enacted in this Act. This section
shall be retroactively applicable on and after January 1,
1998.

Sec. 17. DIRECTIONS TO CODE EDITOR. Section 15E.202,
subsection 13, paragraph "d", as enacted in this Act, is
amended by striking the paragraph, and the Code editor is
directed to eliminate the paragraph, if 1998 Iowa Acts, House
File 2335, is not enacted by the Seventy-seventh General
Assembly, 1998 Session.

Sec. 18. EFFECTIVE DATE. Section 16 of this Act, being
deemed of immediate importance, takes effect upon enactment.

EXPLANATION

This bill relates to agricultural finance. Major sections
of the bill provide for all of the following:

Code section 1 is not codified. It provides for
legislative findings by the general assembly. The bill
provides that the general assembly finds that the economic
structure of agricultural production is undergoing a period of
rapid transformation; there is an increasing world demand for
high quality agricultural products; there is a need for
additional sources of financing for local agricultural
producer-led ventures to expand production, processing, and
marketing of high value agricultural products; and it is
necessary for the state to authorize the formation of private
corporations in order to provide sources of investment capital
to encourage agricultural producer-led ventures.

The bill establishes a new division within chapter 15E
which authorizes the establishment of Iowa agricultural
industry finance corporations.

Code section 15E.201 provides that the division shall be
known and may be cited as the “"Iowa Agricultural Industry
Finance Act".

Code section 15E.202 provides definitions. Generally, the
words and phrases used in the division have the same meaning
as used in chapter 490, the "Yowa Business Corporation Act”.

_17_
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The section also provides a number of additional definitions
used in the division, including definitions for "actively
engaged in agriculture”, and "agricultural producer".

Code section 15E.203 provides for findings, intent, and
purposes of the division. The section provides that it is the
intent of the general assembly that this state capture the
greatest benefit from opportunities created during the period
of transition noted in the findings, by encouraging local
agricultural producer-led ventures to expand production and
processing of high value agricultural products. The section
provides that it is the intention of the general assembly that
the majority of the wealth created by Iowa agricultural
productivity is retained in this state; that employment in the
production, processing, and marketing of agricultural products
is increased in this state; and that agricultural producers in
this state be provided with an opportunity to acquire a
majority ownership interest in agricultural production,
processing, and marketing ventures.

Code section 15E.204 provides for the powers of Iowa
agricultural industry finance corporations. The section
provides that generally, these corporations have the same
powers and privileges conferred by provisions of Code chapter
490. The section provides that the division does not limit
the number of Yowa agricultural industry finance corporations
authorized to be established and that a corporation not be
restricted from holding financial or security instruments.

The section also provides that an Iowa agricultural industry
finance corporation is a private business corporation and not
a public corporation or instrumentality of the state.

Code section 15E.205 provides that an entity incorporated
under Code chapter 490 is an Iowa agricultural industry
finance corporation, if the corporation complies with certain
requirements. The section provides that at least 51 percent
of the corporation's common stock must be held by agricultural
producers, and at least 51 percent of the corporation's voting

...18_
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stock must be held by agricultural producers. In addition,
the purpose of the corporation must be limited to providing
financing to eligible persons who are engaging in ventures in
which agricultural producers produce agricultural commodities
for processing and marketing as agricultural processed
products.

Code section 15E.206 provides for the formation of model
lowa agricultural industry finance ccrporations in order to
perfect the manner in which such corporations are formed and
operate. The section provides for incorporating the
corporation and the election of an initial board of directors,
with assistance from the department of economic development.

Code section 15E.207 provides that in carrying ocut its
duties and exercising its powers, an Iowa agricultural
industry finance corporation must be guided by several
principles. It must exercise diligence and care in the
selection of persons and projects to receive financing, and
with limited exceptions, it cannot hold an interest 1in real or
depreciable property.

Code section 15E.208 provides that the department of
economic development may award an Iowa agricultural industry
finance loan to an Iowa agricultural industry finance
corporation, if the department in its discretion determines
that the corporation is qualified. The department may attach
conditions to the granting of the loan as it deems desirable.
The loan is repayable upon terms and conditions negotiated by
the parties. However, the loan's repayment schedule shall not
exceed 25 years from the date that the loan is issued. The
section places a number of restrictions upon corporations who
are eligible for assistance. The corporation must provide for
public oversight and its articles of incorporation must comply
with requirements established by the department relating to
the capacity and integrity of the corporation to carry out the
purposes of this division of Code chapter 15E. The section
also requires a default of a loan if a corporation fails to

_19_




comply with requirements contained in the division or by the

department, or is involved in winding up its affairs pursuant
to merger or sale,

Code section 15E.209 provides that dividends received by
the shareholders of a qualified Iowa agricultural industry
finance corporation are exempt from Iowa income tax under Code
chapter 422, if more than S50 percent of the equity of the
corporation is attributable to an Iowa agricultural industry
finance loan.

Code section 15E.210 provides requirements for a
corporation extending financing to agricultural producers.

The agricultural producer must be a resident of this state at
the time the financing is provided. The agricultural producer
must participate in an Yowa agricultural industry venture as
provided according to the terms of an agreement executed by
the agricultural producer and the corporation. The
corporation may also provide financing to an agricultural
products processor as part of an Iowa agricultural industry
venture. The corporation shall only provide financing if the
venture involves the construction or acquisition of an
agricultural products processing facility as certified by the
corporation in which agricultural producers are involved. The
section provides that financing may be in the form of a locan,
lcan guarantee, sale and purchase of mortgage instruments for
eligible recipients, or other similar forms of financing.

Code section 15E.211 provides that the obligations of the
corporation are not obligations of this state or any political
subdivision of this state.

Code section 15E.212 authorizes the department of economic
development to adopt rules under chapter 17A necessary to
administer the division.

Code section 423.24 is amended. Code section 423.24
allocates use tax moneys to the Iowa comprehensive petroleum
underground storage tank marketability fund through December
31, 2002. This section provides that $4,250,000 per quarter

~-20-




O & O b WM e

W W W W W w RN R RN R RN N R e b e e e e
Vbl WO WD S WU WD 00 N U WM O

from the use tax shall be credited to the department for
purposes of supporting the bill to a maximum of $25 million.
Another section in the bill provides that moneys deposited in
the Towa comprehensive petroleum underground storage tank
marketability fund from January 1, 1998, until the effective
date of this bill must be transferred to the department. That
section of the bill is made effective upon enactment.
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SENATE FILE 2415

AN ARCT
RELATING TO AGRICULTURAL FIRANCE, PROVIDING AN APPROPRIA-
TICN, ARD PROVIDIRG AN EFFECTIVE DATE.

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

Section 1, LEGISLATIVE FINDINGS. The genersl asgembly
finds and declares all of the following:

1, a. The econcmic structure of agriculture, including
the production of agricultural commcdities and the processing
and markecing of agricultural producte, is undergoing a period
of rapid transformation.

(1) Longstanding government programs supporting prices for
agricultursl commodities are being phased ocut, and new
technologies and management arrangements are creating large
scale integrated aystems for producing and processing
agricultural cormodities, and marketing agricwltural processed
productse.

(2) An increasing world demand exists for high quality
agricultural products caused by the simultansous reduction of
trade barriers among nations and an increase in income of
those nationa' populations.

b. The ability of Lhis state and ite agricultural
producers to adapt to these forces and their consequences at
the threshold of the twenty~firat century will determine the
degree to which thie state will proaper.

2. A need exiats to support the production of agricultural
comredities and the processing and marketing of agricultural

Senate Pile 2415, p. 2
products which are produced by using biological techniques for
the development of specialized plant or animal characteriatics
for beneficial nutritional, commercial, ¢r industrial
purposea. A need also existe to support bicomass energy
sources,

3. A need exists to support forests and the growth and
malntenance of forests in this state, including the production
of agricultural commodities which are forest products as
provided in asection 1S5E,.202,

4. a. A need exists for additional sources of financing
for local agricultural producer-led ventures to expand
preduction, processing, and marketing of high value
agricultural products, to otrganize new business structures
within the state to carry ocut these ventures, and to market
and deliver increasingly high value agricultural products Lo
consumers arcund the world.

b. Traditional channels of financing and buainess
organizatlion have not been adequate to address this need,

c. A trend toward corporate vertical integration in the
production, processing, and marketing of agricultural products
exists which requivres agricultural producers to develop
innovative cooperative ventures in order to successfully
compete in a changing marketplace.

S. A need existe for additional sources of financing for
ventures designed to suppert the production, proceasing, and
marketing of high value agrlcultural products using biclogical
techniquea which create increasingly high value agricultural
ptoducts for consumers around the world.

6. It is neceseary for the state to authorize the

formation of private corporations ln order to provide sources
of inveatment capital te encourage Jowa agricultural industry
ventures, including providing limited state financial support
necessary to atimulate these ventures,

7. All of the purposes stated in this Act are public
purposes. All of the follewing is neceasary in order to
gatisfy the intent and promote the purposes cof this Act:
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a. The authorization of the formation of Jowa agricultural
industry finance corporalions as provided in thia Act,
including authorlzing perpons to facilitate the formation of a
private corporation.

b. The use of public moneys to support activities
identified in this Act, including funding Jowa agricultural
industry finance corporations, making available loans to
initiate ventures as provided in thie Act, and providing
incentives included in this Act for qualified lowa
agricultural industzy fimancing corporations.

DIVISION XIX
1044 AGRICULTURAL INDUSTRY PINANCE CORPORATIONS

See, 2. MNEW SECTION. 1SE.201 SHORT TITLE.

This division shall be known and may be cited as the “"Iowa
Agricultural Industry Pinance Act”.

Sec. 3. NEW SECTION. 1S5E.202 OBFINITIONS.

Except as otherwise provided in this division, or unless
the context otherwise requires, the words and phrases used in
this division shall have the same meaning as the worde and
phrases used in chapter 490, including but not limited to the
words and phrases used in section 490.140. In addition, all
of the following shall apply:

1. "Actively engaged in agriculture' means to do any of
the folleowing:

a. Inspect agricultural operations periodically and
furnish at least half the direct cost of the operatlons.

b. Regularly and frequently make or take an important part
in making management decisions substantially contributing to
or affecting the success of the agricultural operation.

c. Perform physical work which gignificantly contributes
to agricultural cperation.

2. “"Agricultural commoedity' means any unprocessed
agricultural product, imcluding livestock as defined in
section 717.1, agricultural crops, and forestry products
grown, tvaised, produced, ot fed in thias etate for aale in
comnmercial channele.

senate File 2415, p. &

3. “Agricultural operation” means an operation concerned
with the ptoduction of agricultural cormodities for processing
into agricultural procesaed products,

4. ‘“Agricultural processed product® means an agricultural
commodity that has been processed for sale in commercial
markets.

5. "Agricultural producer" meane a person who ie any of
the following:

a. An individual actively engaged in agricultural
production.

b. A person other than an individual, if the peteon is any
of the following:

{1) A general partnership in which all the partners ace
natural persons, and one of the partners is actively engaged
in agricultural production.

{2) A family farm entity if any of the following
individuals is actively engaged in agticultural production:

ta) A shareholder and an officer, director., or employee of
a family farm corporation,

(b} A member or manager of a family farm limited liability
conpany .

tc) A general partner of a family farm limited
partnership.

{(d) A beneficiaty of a family trust.

{3} A networking farmers entity.

6. "“Agricultural product” means an agricultural commodity
or an agricultural processed product.

7. “Bletechnology enterprise” means an enterprisge
organized under the laws of this state using biological
techniques for the development of specialized plant or animal
characteristice for beneficial nutritional, commercial, or
industrial purposes.

8. “"Certified facllity"” means a facility used to process
agricultural products as certified by a corporation pursvant
to agction 15E.210.
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9. "Department” means the department of economic
development as created in section 15,101,

10. "Bcononic development board" meang the economic
development board crecated purouwant to section 15.103.

11. "Pamily farm entity” means a family farm corporation,
family farm limited llability company, family farm limited
partnership, or family trust as defined in section 9H.1l.

12, "Jowa agricultural industry finance corporation® or
“corporation" means a corporation formed under this divislen,

13. "Iowa agricultural induetry finance loan" meana o loan
nade to a qualified Iowa agricultural industry finance
cerporation pursuant to section 158,208,

14, “lowa agricultural industry venture" means an
enterprise involving any of the following:

a. Agricultural producers investing in a new facility or
acquiring or expanding an existing facility in this atate
which is uaed to procees agricultural commodities produced in
this state, if the purpose of the enterprise is to accomplish
all of the following:

{1} The creation and retention of wealth in this atate
derived from proceseing and marketing agricultural commodities
produced in this state.

(2) Increasing producticon, processing, and marketing of
value-added agricultural products in this etate,

(3) Providing for a substantial equitable ownership
interest in the enterprise by Jowa agrlcultural producers.

{4) Providing an alternative in thio atate to corporate
vertical integration in the production, processing, and
marketing of agricultural products.

b, An agricultural biotechnology enterprise located in

this state, if the purpose of research and application of
piclogical techniques conducted by the enterprise is Llo
accomplish all of the following:
(1) The creation and retention of wealth in this state.
{(2) Increasing the value of agricultural commedities.
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1$, "Loan" means providing financing to a person under an
agreement reguiring that the amount in Einancing be repaid at
a maturity date, with an intereat rate, and other conditions
as apecifiod in the agreement.

16, ‘“Networking farmers entity" means the same as defined
in section 10.1, as enacted by 1998 Iowa Actas, House File
2335.

17. "Qualified investor" rmeans any of the following:

a. An agricultural producer,

b. A cooperative corporation corganized under chapter S01.

c. A networking farmets entity.

18, "Qualified lowa agricultural iadustry finance
corporation" or “"qualified corporation" meane an lowa
agricultural industry €inancing corporation which meets the
eligibility requirements of and is approved by the department
pursuvant to section 15E.208.

Sec. 4. MNEW SECTION. 158.203 FINDINGS -~ INTENT AND
PURPOSES.

1., The general asgembly finds that this state is in a
period when the economic atructure of agriculture and the
production, proceessing, and marketing of agricultural products
is undergoing a period of rapid transformation,

2. It is the intent of the general asaembly and purpose of
thie division that this state capture the greatest benefit
from opportunities created during this peripd, by encouraging
local agricultural producer-led ventures to expand production
and processing of high value agricultural products, including
agricultural preocessed producte, to organize new business
structures within the state to carry out these ventures, and
to market and deliver increasingly high value agricultural
products to consumers around the world., In carrying out this
purpose, state resources provided by this division ghall be
used to assure all of the following:

a. That the majority of the wealth created by Iowa
agricultural productivity is retained in this atate.
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b. That employment in the preduction, processing, and
marketing of agticultural producta, and eapecially
agricultural processed products, is increased in thie state.

¢. ‘That agricultural producers in this atate are provided
with an oppottunity to acguire a majority owngrahip interesat
in lowa agricultural industry ventures proroted under this
division.

d. That this state becomes a world model for agricultural
producer-based vertical cooperation which depends upon broadly
shared access to information, capital, and cooperative action.

e. That the use of private resources with state incentives
establlsh Iowa as the world leader in responsibly ptoduced
agricultural products that rmeet the needs of congsumers
throughout the world.

3, It is the iotent of the general assembly and the
purpoae of this division that the state encourage Iowa
agricultural industry ventures which promote the regearch and
application of biclogical techmiques for the develcpment of
speciallzed plant or animal characteristice for beneficial
nutritional, commercial, or tndustrial purposes.

Sec. 5. NEW SECTION. 15E.204 1IOWA AGRICULTURAL INODUSTRY
FINANCE CORPORATIONS -- SCOPE OF POWERS AND DUTIES.

1. &n JIowa agricultural industry fimance corporation
formed under this division shall be subject to and have the
povers and privileges conferred by provigions of chapter 4950,
unless otherwise limited by or inconsistent with the
provisions of this division.

2. MWothing in this division requires any of the following:

a. That a limited number of lowa agricultural industry
finance corporations are authorized to be formed. However,
the department may strictly interpret and apply the
requirements of this division in determining whether a
corporation is a qualified corporation under section 15E.208.

b. That a corporation be organized on a cooperative basis,
including setructured, organized, or operated pursuant to 26
v.5.C. § 1381(a).
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c. That a corporation is restricted from holding,
acquiring, or transferring financial or security instruments,
including bubt not limited to a security regulated under
chapter 502, money, accounts, and chattel paper under chapter
554, security interests under chapter 554, or & rortgage or
deed of trust under chapter 654.

3. An lowa agricultural industry finance corporation is a
private bugslness corperation and not a public cotporation or
instrumentality of the state. Except as provided in this
division, nothing in this division exempts an lowa
agricultural industry finance corporation from the sane
requirements under astate law whlich apply to other corporations
crganized under chapter 490, including taxation provisions
under chapter 422 or Title X, subtitle 2 of this Code, or
gecurity regulations under chapter 502.

gec. 6. NEW SECTION. 15E.205 QWA AGRICULTURAL INDUSTRY
FINARCE CORPCRATIONS -- REQUIREMENTS.

1. A corporation incorporated under chapter 450 is an Jowa
agricultural industry finance corporation, if the corporation
complies with the requiremants of this gection and msection
15E.206. In addition to the other requirements for a
corporation organized under chapter 490, all ¢f the following
shall apply:

a. At least Eifty-one percent of the corporation's cormon
stock must be held by agricultural producers. At least fifty-
one percent of the corporation'e voting stock must be held by
agricultural producers,

b. & director of the corporation's board of directors
shall not serve for more than seven consecuktive years as a
board director.

¢. The purpose of the corporation must be limited to
providing financing to eligible persona under section 1SE.210
who are engaging ln lowa agricultural industry ventures
limited to establishing a businesa structure in which
agricultural producers produce agricultural commodities for
processing and marketing ae agricultural procesged products.
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2. The reguiremente of thia section shall bhe memorialized
in the corporation's atticles of ilncorporation.

Sec. 7. NEW SECTION. 1SE.206 FORMATION OF AN ICHWA
AGRICULTURAL INDUSTRY FIMANCE CORPORATION.

1, This section authorizes the formation of Iowa
agricultural induetry finance corporatioas in order to perfect
the manner in which such corporations are formed and operate.
Such a corporation is a private business corporation and not a
public corporation or inatrumentality of the state. The
corporation shall not enjoy any of the privileges nor be
required to comply with any of the requirements of a state
agency.

2. In facilitating the formation of an lowa agricultural
industry finance corporation, tLhe following perasons shall
serve as incorporators as provided in section 490,201;

a. The chairperaon of the econocmic development board or a
designee of the chairperson.

b. The director of the department of economic development,
cor a designee of the director,

c. The secretary of agriculture or a designee of the
secretary.

3. a. After incorporatlon, such a corperation shall be
organized by an initial board of directors as provided in
chapter 490, division I1. The initial board of directors
shall be elected by the membecrs of an appointment commlittee,
The members of the appointment committee shall be appeinted by
the economic development board. ‘The initial board of
directors shall consist of seven members. The members of the
appointment committee shall include perscns who have an
expertise in areas of banking, agricultural lending, business
development, agricultural production and processing, seed and
venture capital investment, and other areas of expertise as
deemed appropriate by the Interim board of directors.

b. The members of the appointment cormikttee shall exerciae
due care to assure that perscng appointed to the inltial board
of directors have the requisite financial experience necessary
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in order to carry out the duties of the corporation as
eatablished in this division, including in arcas related to
agricultural lending, commercial banking, and ilnvestment
management.

c. Upon the electlion of the initial boatd of ditectors,
the terms ¢of the members of the appointment committee ahall
explre,

d. The department ahall assist the incorporators and the
appointment committee in any manner determined neceaspary and
appropriate by the economic development board and the director
of the department in order to administer this section.

S8ec. 8. HNEW SECTION. 1SE.207 IOWA AGRICULTURAL INDUSTRY
FINARCE CORPORATIONS -- GUIDING PRINCIPLES.

In carrylng out its duties and exercising ite powers under
this division, an lowa agricultural industry finance
corporation shall be guided by the following principles:

1. The corporation must exercise dlligence and care in the
selection of persons and projects to cecelve financing as
provided in section 15E.210. The corporation must apply
customary and acceptable business and lending standards and
practices in selecting persons and projects designated for
financing and managing agreements under which financing is
provided.

In selecting projects to receive financing, it is the
intent of the general assembly that the corpcration seek
projecta with wage, benefit, and work safety plans which
improve the quallity of employment in the atate and which would
not displace employees of existing Jlowa agricultural industry
venturesa.

2. Except as otherwise provided in this section, the
corporation shall not become an owner of real or depreciable
property, including agricultural land, as provided Iln section
94.4. However, this subsection shall not preclude the
corporation from holding an interest In real or depreciable
property if any of the following apply:

Sy 4S
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a. The corporation holds nonagricultural property for
purpcses of carrying ocut the management of its corporate
affairs, including office space, furniture, and supplies.

b. The corporation holds an interest in real or
depreciable property on a temporary bhasis, and any of the
following apply:

(1] The interest is a bona fide encumbrance taken for
purposes of security in connection with providing €lnancing
under section 15E.210.

{2) The intereat ip acquired by operation of law,
i{ncluding by any of the following:

{a) Devise or bequest.

{b) Court order.

{¢) Dissolution under chapter 490, diviasion XIV.

{¢) Order in bankruptcy.

(e} Purguant to a proceeding to enforce a debt against
real property under chapter 654, to forfeit a contract to
purchase real property under chapter 656, to enforce a secured
interest in real or depreciable property under chapter %54, or
to otherwise garnish, levy on, execute on, seize, or attach
real or depreciable property in the collection of debtas, or by
any procedure for the enforcement of a lien or claim,

{3) The interest is acquired in order to facilitate a
transfer between persons pursuant to a transaction authorized
under this division.

Sec., 9. NEW $ECTION. 1SE.208 QUALIFIED CORPORATIONS --
I0KWA AGRICULTURAIL IRDUSTRY PINANHCE LOANS.

1. The department may award an Iowa agricultural industry
finance loan toe an lowa agricultural industey finance
corporation, if the department in ite discretion determines
that the corporation is qualified under this section.

2. The corporation must apply for an lowa agricultural
indugtry finance lcoan on forme and according to procedures
required by the department.

3. The department shall loan all of the amounts available
to the department pursuant to this division to & qualified
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corporation with provisions and restrictions as determined by
the department and contained in a loan agreement executed
between the department and the qualified corporation.

a. The department may attach conditions to the granting of
the loan as it deeme desicrable, including any restrictions on
the subordination of the moneys loaned. The attorney general
phall asslat the department in drafting loan agreements and in
collecting on the loan agresment.

b. The locan shall be repayable upon terms and cenditions
negotiated by the parties. The repayment pericd shall begin
six years following the date when the loan e awarded and end
twenty-five years after the date that the repayment peciod
begins, At least four percent of the amount due shall be paid
each year to the department. The corporation ahall not be
subject to a prepayment penalty.

¢. ‘The corperation shall not expend moneys coriginating
from the state, including moneys lcaned under this section, on
political activity or on any attempt to influence legislation.

4. A corporation shall not provide financing to support a
person who is any of the followlng:

a. An agricultural producer, if any of the following
applies:

{1) The agricultural producer is a party to a pending
action for a viclation of chapter 45SB concerning a
confinement feeding operation in which the person has a
contrelling interest and the action is commenced in dietrict
court by the attorney general.

{2) The agricultural producer or a confinement feeding
operation in which the agricultural producer holds a
controlling interest is claseified ss a habitual vioclator
under section &55B.191.

b. An agticultural products procesgor, lf the processcr or
a person cwning a controlling interest in the processor has
demonstrated, within the most recent consecutive three-year
pericd prior to the application for financing, a continuous
and flagrant disregard for the health and safety of its
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employees or the quality of the environment. Violatliona of
environmental protection statutes, rutes, or regulatlons shall
pe reported for the most recent five-year periocd prior to
spplication. Bvidence of such disregard shall includa a
history of serlous or uncorrected violations of atate or
federal law protecting occupational health and safety or the
environment, including but not limited to serious or
uncorrected viclations of occupational safety and health
standarde enforced by the division of labor services of the
department of employment services pursuant to chapter B84A, or
tulea enforced by the environmental protection division of the
department of natural resoutces pursuant to chapter 4558,

c. A member of the economic development board, an employee
of the department of economic development, an elected state
officlal, or any director or other officer or am employee of
the corporation.

S. In order to be eligible as a qualified Iowa
agricultural industry Elnance corporation, all of the
tollowing conditions must be satiafied:

a. The corporation must only provide financing to persona
and ventures eligible under section 15E,210.

b. The corporation must demonstrate that it complies with
guiding principles for the corporation as provided in section
138.207.

c. The corporation must adopt policies and procedures
which maximize public oversight into the affaire of the
corporation, by providing a forum for public commenkt, an
opportunity for public review of the corporation’s actions,
and methods to ensure accountability for the expenditure of
public moneys loaned to the corporation.

d. The corporation's articles of incorporation nuet comply
with requirements established by the department relating to
the capaclty and Integrity of the corporatlon to carry out the
purposes of this division, including but not limited to all of
the following:

(1} The capitalization of the corporation.
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(2) The manner in which financing is provided by the
corporation, including the manner in which an lowa
agricultural industry finance loan can be used by the
corporation.

(3) The compoaition of the corporation's board of
directoryg. The board must be composed of persona
knowledgeable in Iowa agricultural industries including a
representative number of individuals experienced and
knowledgeable in fimancing new agricultural industries.

(4] The manner of overaight required by the department or
the audltor of state, The articles nust provide that the
corporation shall submit a report to the govermor, the general
assembly, and the department. The report shall provide a
description of the corporaticon's activities and a summary of
its finances, including financial awards. The report shall be
submitted not later than January 10 of each year. The
articles shall provide that an audit of the corporstion must
be conducted each year for the preceding year by a certified
public accountant licensed pursuant to chapter $42C. The
auditor of state may audit the books and acccunts of the
corporation at any time. The results of the aanual audit and
any audit for the cuvrent year conducted by the auditor of
atate shall be included as part of the report.

(S} The execution of an agreement between the corporation
and an eligible recipient as required by the department as a
condition of providing Einancing, in which the ellgible
recipient agrees to become a aharehclder in the corpoeration.
If the eligible recipient is an agricultural producer as
provided in section 15E.210, the agreement shall not be
executed unless the agricultural producer holds votlng common
stock in the corporation equal to at least five percent of the
financing provided to the agricultural producer pursuant to
the agreement. The agreement shall be for a peticd of not
less than ten years. A&n agreement shall at leaet provide all
of the following:

Sive 4S
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[a}) The establishment of a common stock pricing syatem.
The stock shall be frozen against price appreciation for the
firat five years of the life of the corporation. The articles
shall contain walvers for death and disability.

[b} The maintenance of atock ownership by an eligible
recipient until a flnancial asalatance cobligation due the
corporation is satisfied,

(c) A reguirement that the par value of participating
comnon stock be established prior to providing financial
asgiastance to an eligible recipient.

e. To the extent feasible and fiscally prudent, the
corporation must malntain a portfolio which is diversified
among the various types of agricultural commodities and
agribusineas.

£. Not more than seventy-five percent of roneys
coriginating from the state, including moneys loaned to the
corporation pursuant to this section, may be used to finance
any one Jowa agricultural industry venture.

g. The corporation may only be terminated by the following
methods, unless approved by the department:

{1) Merger or share exchange under chapter 490, divisgion
XI.

{2y Dissoluktion as provided in chapter 490, diviaion %IV,
part A.

(3) A opale, lease, exchange, mortgage, pledge, transfer,
or other dispesitlion, in one or more transactions of asvesets of
the corporation which has an aggregate market value equal to
£ifty percent or more of either the aggregate market value of
all of the assets of the corporation determined on a
conaclidated baslas, or the aggregate market value of all the
outetanding stock of the corporation,

6. The department shall provide for the default of the
loan 1f the qualified corporation does any of the following:

a. Viclates a provision of the articles of incorporation
or an amendment to the articles of incorporation that is
required by this division which viclation is not approved by
the department.
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b. Violates the terms of the loan agreement executed
between the department and the corporation, which viglation is
not approved by the department.

c. Faile to comply with the requirements of section
L15E. 205,

d. Completes a transaction, if all of the following apply:

{l) The transaction involves any of the following:

[a) A merger or ahare exchange under chapter 490, division
X1,

(b) The sale, leasc, exchange, moctgage, pledge, transfer,
or other disposition, in one or more transactions of asgsets of
the corporation which has an aggregate market value equal to
fifty percent or more of either the aggregate market value of
all of the aspets of the corporation determined on a
consclidated basia, or the aggregate wmarket value of all the
outetanding stock of the corporation.

[2) The surviving entity of a merger ¢or share exchange, or
the entity acquiring the assets of the corporation faile to
meet the requirements of section 15E.205.

7. 1mn an action to enforce a judgment agalnst a qualified
corporation, the interest of the state shall be aubrogated to
the interests of holdecs of bonds iassued by the corporation.

8. Moneys repald or collected by the department under this
section shall be deposited intc the road use tax fund created
pursuant to section 312.1.

Sec. 10. NEW BECTION. 1S5E.210 FINANCING PROVIDED BY AN
IOWA AGRICULTURAL INDUSTRY FINANCE CORPORATION.

1., An Jowa agricultural induatry finance corporation may
only provide financing to a person determined eligible by the
corporation according to requirements of the corporation and
this section. At a minimum, an eligible parson must be cone of
the following:

a. An agricultural producer participating in an Iowa
agricultural industry venture as provided according to the
terms of an agreement executed by the agricultural producer
and the corporation., The agreement may require that the
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agricultursl producer acquire an intetest in an agricultural
producta procegsor certified by the corporatlon, or enter into
s marketing agreement uader which the agricultural producer
agrees to market an amount of the agricultural preducer's
agricultural commodities to the agricultural producks
PIOCERBOT .

v. An agricultural products proceasor which participates
as part of an Yowa agricultural industry venture as provided
according to the terms of an agrecment executed by the
agricultural products processor and the cocporation, The
corporation shall only provide Einancing Af the venture
involves the construction, expansion, or acquisition of an
agricultural products proceasing facility as certified by the
corporation and if all of the following apply:

(1] The cecrtified Facility must be located in this state,

{2) Bither of the following apply:

(a] More than Fifty percant of the ownershlp interest in
the certlfled facility must be held by qualified investors.
1f the certified facility is owned by an entity rather than by
individuals, more than £ifty percent of the interest in the
entity and more than flfty percent of the voting interest ln
the entity must be held by qualified investors.

(b) More than fifty petcaent of the commodities proceseed
by the certified facility during any twelve-month period is
produced In this state. Rowever, the corporation may provide
financing, Lif its board of directors determines that adequate
gupplies of the commodlity are not availabte for processing as
otherwise regquired in this subparagrapn subdiviaion.

c. An agricultural biotechnology enterprise which
qualifies as an Iowa agricultural industry venture as provided
according to the tarms of an agreement executed by the
agricultural biotechnology enterprise and the corporation, it
the hoard of directors for the corporation determines that the
enterprise would advance the intent and putpoges set oul in
gection 15E.203,
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2, Pinancing may be in the form of a loan, loan guarantee,
sale and purchase of mortgage instruments for eligible
reciplents, or other aimilar forms of finuncing. The
Einancing shall be awarded pursuant to an agreement between
the corporation and the eliglble person.

3. A corporation shall not provide financing to support an
outstanding debt or other cobligation, tegardless of whethar
the original financing waa provided by a corporation.

Sec., ll. NEW SECTION. 15E.211 OQBLIGATIONS.

The obligations of the corporation are not obligations of
this state or any political subdivision of this state within
the meaning of any constitutional or statutory debt
limitations, but are obligations of the corporation payable
solely and only from the corporation's funds. The corporation
shall not pledge the credit or taxing power of thias atakte or
any political subdiviasion of this atate or make its debts
payable out of any moneys except for those of the corporation.

Sec. 12. NEW SBECTION. 15E.212 RULES.

The departrent may adopt rules pursuant to chapter 17a
necessary to administer this divieion.

gec. 13. Section 423,24, Code Supplerent 1997, ig amended
by inserting the following new unnumbered paragraph before
gubesection [:

NEW UNNUMBERED PARAGRAPH. Except as otherwlae provided in
section 312.2, subsection 15, all revenues derlved from the
usc tax on motor vehicles, trailers, and motor vehicle
accessories and equipment as collected pursuant to sections
423.7 and 423.7a shall be deposited and credited to the road
use tax fund and shall be used exclusively for the

construction, maintenance, and supervision of publlc highways,
Sec. 14. Section 423,24, aubsection 1, unnumbered
paragraph 1, Code Supplement 1997, is amended to read as
follows:
Btghty~-percent-of NHotwithstanding any provision of this
pection which provides that all revenues derived from tha use
tax on motor vehicles, trallers, and motor vehicle accessories
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and equipment as collected pursuant to sectiom 423.7 and
section 423,7A ghall be deposited and credited to the road uce
tax fund, cighty percent of the revenues shall be depoeited
and credited as follows:

Sec. 15. Section 423.24, subsection 1, paragraph a,
subparagraph (2). Code Supplement 1997, i amended to read as
follows:

{2} Begianing-dannacy-t7-19967-through-Becember-3ty-19997
two-mitlion-five-hundred-thousand-doiisrs-per-guarter-shati-be
deposited-into-and-eredited-to-the-iown-comprehenstve
petreteum-underground-atorage-tank-marketanitity-fund-created
in-section-4558+2kr Beglnning January 1, 1998, through
Dacember-3:7-2002 June 30, 1999, four million two hundred
fifty thousand dollars per quarter shall be deposited-into-and
credited to the iowa-cemprehenstve-peteolenn-underground
stotage-tank-macketabittty-fund-created-in-section-4556-21
department of economic development. However, not more than a
total of twenty-five million dollarg shall be credited to the
department. The moneys ao depoestted credited are & continuing
appropriaticn to be expended in-accordance-with-section
4§58+2 to carry oul the provisjonse of gection 15£.208, and

the moneys shall not be used for other purpoges.

Sec. 16. Sectlon 423.24, subsection I, paragraph ¢, Code
Supplement 1997, is amended by striking the paragraph.

Sec. 17. Section 423.24, subsection 2, Code Supplement .
1997, is amended to read a9 follows:

2, ‘Fwenty-percent-ef Notwithstaading aay gther proviaign
of this section that provides that all revenue derived from
the use tax on mwotor vehicles, trallers, and motor vehlcle
accessories and eguipment as collected pursuant to sectlon
423.7 shall be deposited and credlited to_the road uvae tax
fund, twenty percent of the revenues ahall be credited and
deposited as follows: one-half to the road use tax fund and
one-half to the primary road fund to be used for the
comnercial and industrial highway network, except to the
extent that the department directs that moneys are deposited
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in the highway safety patrol fund created in section 80.al1 to
tund the appropciations made from the highway safety patrol
fund in accordance with the provisions of section £0.41. The
department ghall determina the amount of moneys to be credited
under thia subsection to the highway safety patrol fund and
shall deposit that amount inte the highway safety patrol fund.

Sec, 18, NEW SECTION. 423.24A REIMBURSEMENT FOR THE
PRIMARY ROAD FURD.

From noneys deposited into the road uae tax fund, the
department may credlt to the primary coad fund any awmount of
revenues derived from the use tax on motor vehicles, trailers,
and motor vehicles accepsories and equipment as coliected
purewant to sections 423.7 and 423.7A to the extent neceasary
te reimburse that fund for the expenditures not otherwise
eligible to be made Efrom the primary road fund, which are made
fot yepairing, improving, and maintaining bridges over the
rivers bordering the state. Expenditures for those portions
of bridges within adjacent states may be included when they
are made pursuant to an agreement entered into under section
313.61, 313a.34, or 314.10.

Sec., 19. 1995 Iowa Acts, chapter 215, section 29,
subsection 1, is amended to read as follows:

1, Section 423.24, subsection 1, paragraph “'a%,
aubparagrapn (2} le repealed on Janwary-i,;-2943 July 1, 1999,

Sec. 20. TRANSFER AND RETROACTIVITY. Moneys deposited in
the Iowa comprehensive petroleum undecrground storage tank
marketability fund created in section 455G.21 derived Erom the
use tax as provided ln section 423.24, Code Supplement 1887,
from January L, 1998, until July 1, 1998, shall be transferred
to the department of economic development f£or use as provided
in pection 15E.208, as enacted ln this Act. This section
shall be retroactively applicable on aad after Jaauary 1,
1998,

Sec. 21. SEVERABILITY, If any provision of this Act or
the application of this Act Yo any peracn or circumstance ia
held invalid, the invalidity shall not affect other provisions
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or applications of this Act which shall be given effect
without the invalid provision or application, and to this end
the provisions of this Act are severable.

Sec. 22. EFFECTIVE DATE. Section 20 of this Act, being
deemed of immediate importance, takes effect upon enactment.
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