
CH. 1177 LAWS OF THE SEVENlY-SIXTH GA, 1996 SESSION 

CHAPTER 1177 
CENTRALIZED FINANCING OF STATE AGENCY PROPER1Y PURCHASES 

S.F.2366 

AN ACf relating to lease-purchase agreements. 

Be It Enacted by the General Assembly of the State of Iowa: 

436 

Section 1. Section 80.11, subsection 1, Code 1995, is amended to read as follows: 
1. The commission may purchase, lease pureaase, lease, and improve property, equip­

ment, and services for telecommunications for public and private agencies and may dis­
pose of property and equipment when not necessary for its purposes. However, the com­
mission shall not enter into a contract for the purchase, lease ptH'eaase, lease, or improve­
ment of property, equipment, or services for telecommunications pursuant to this subsec­
tion in an amount greater than tY.re aUAdreEl th9HsaBEl one million dollars without prior 
authorization by a constitutional majority of each house of the general assembly, or ap­
proval by the legislative council if the general assembly is not in session. The commission 
shall not issue any bonding or other long-term financing arrangements as defined in sec­
tion 12.30, subsection 1, paragraph "b". Real or personal property to be purchased by the 
commission through the use of a financing agreement shall be done in accordance with 
the provisions of section 12.28, provided, however, that the commission shall not purchase 
property, equipment. or services for telecommunications pursuant to this subsection in an 
amount greater than one million dollars without prior authorization by a constitutional 
majority of each house of the general assembly, or approval by the legislative council if the 
general assembly is not in session. 

lA The commission also shall not provide or resell communications services to entities 
other than public and private agencies. The public or private agency shall not provide 
communication services of the network to another entity unless otherwise authorized pur­
suant to this chapter. The commission may arrange for joint use of available services and 
facilities, and may enter into leases and agreements with private and public agencies with 
respect to the Iowa communications network, and public agencies are authorized to enter 
into leases and agreements with respect to the network for their use and operation. Rent­
als and other amounts due under the agreements or leases entered into pursuant to this 
section by a state agency are payable from funds annually appropriated by the general 
assembly or from other funds legally available. Other public agencies may pay the rental 
costs and other amounts due under an agreement or lease from their annual budgeted 
funds or other funds legally available or to become available. 

IB. This section comprises a complete and independent authorization and procedure 
for a public agency, with the approval of the commission, to enter into a lease or agree­
ment aBEl FelateEl seeHrity eRhaaeemeBt aFFaRgemeBts and this section is not a qualifica­
tion of any other powers which a public agency may possess and the authorizations and 
powers granted under this section are not subject to the terms, requirements, or limita­
tions of any other provisions of law, except that the commission must comply with the 
provisions of section 12.28 when entering into financing agreements for the purchase of 
real or personal property. All moneys received by the commission from agreements and 
leases entered into pursuant to this section with private and public agencies shall be de­
posited in the Iowa communications network fund. 

Sec. 2. NEW SECTION. 12.28 CENTRALIZED FINANCING FOR STATE AGENCY 
PURCHASE OF REAL AND PERSONAL PROPERlY. 

1. As used in this section, unless the context otherwise requires: 
a. "Financing agreement" means any lease, lease-purchase agreement, or installment 

acquisition contract in which the lessee may purchase the leased property at a price which 
is less than the fair market value of the property at the end of the lease term, or any lease, 
agreement, or transaction which would be considered under criteria established by the 
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Internal Revenue Service to be a conditional sale agreement for tax purposes. 
b. "State agency" means a board, commission, bureau, division, office, department, or 

branch of state government. However, state agency does not mean the state board of re­
gents, institutions governed by the board of regents, or authorities created under chapter 
16, 16A, 175, 257C, 261A, or 3271. 

2. The treasurer of state shall have sole authority to enter into financing agreements on 
behalf of state agencies. The treasurer of state may enter into financing agreements, in­
cluding master lease-purchase agreements, for the purpose of funding state agency re­
quests for the financing of real or personal property, wherever located within the state, 
including equipment, buildings, facilities, and structures, or additions or improvements to 
existing buildings, facilities, and structures. Subject to the selection procedures of section 
12.30, the treasurer may employ financial consultants, banks, trustees, insurers, under­
writers, accountants, attorneys, and other advisors or consultants as necessary to imple­
ment the provisions of this section. The costs of professional services and any other costs 
of entering into the financing agreements may be included in the financing agreement as 
a cost of the property being financed. 

3. The financing agreement may provide for ultimate ownership of the property by the 
state. Title to all property acquired in this manner shall be taken and held in the name of 
the state. The state shall be the lessee or contracting party under all financing agreements 
entered into pursuant to this section. The financing agreements may contain provisions 
pertaining, but not limited to, interest, term, prepayment, and the state's obligation to 
make payments on the financing agreement beyond the current budget year subject to 
availability of appropriations. All projects financed under this section shall be deemed to 
be for an essential governmental purpose. 

4. The treasurer of state may contract for additional security or liquidity for a financing 
agreement and may enter into agreements for letters of credit, lines of credit, insurance, 
or other forms of security with respect to rental and other payments due under a financing 
agreement. Fees for the costs of additional security or liquidity are a cost of entering into 
the financing agreement and may be paid from funds annually appropriated by the gen­
eral assembly to the state agency for which the property is being obtained, from other 
funds legally available, or from proceeds of the financing agreement. The provision of a 
financing agreement which provides that a portion of the periodic rental or lease payment 
be applied as interest is subject to chapter 74A. Other laws relating to interest rates do not 
apply. Chapter 75 does not apply to financing agreements entered into pursuant to this 
section. 

5. Payments and other costs due under financing agreements entered into pursuant to 
this section shall be payable from funds annually appropriated by the general assembly to 
the state agency for which the property is being obtained or from other funds legally 
available. The treasurer of state, in cooperation with the department of revenue and fi­
nance, shall implement procedures to ensure that state agencies are timely in making 
payments due under the financing agreements. 

6. The maximum principal amount of financing agreements which the treasurer of 
state can enter into shall be one million dollars per state agency in a fiscal year, subject to 
the requirements of section 8.46. For the fiscal year, the treasurer of state shall not enter 
into more than one million dollars of financing agreements per state agency, not consider­
ing interest expense. However, the treasurer of state may enter into financing agreements 
in excess of the one million dollar per agency per fiscal year limit if a constitutional major­
ity of each house of the general assembly, or the legislative council if the general assembly 
is not in session, and the governor, authorize the treasurer of state to enter into additional 
financing agreements above the one million dollar authorization contained in this section. 
The treasurer of state shall not enter into a financing agreement for real or personal prop­
erty which is to be constructed for use as a prison or prison-related facility without prior 
authorization by a constitutional majority of each house of the general assembly and ap­
proval by the governor of the use, location, and maximum cost, not including interest 
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expense, of the real or personal property to be financed. However, financing agreements 
for an energy conservation measure, as defined in section 7D.34, are exempt from the 
provisions of this subsection, but are subject to the requirements of section 7D.34 or 473.20A. 
In addition, financing agreements funded through the materials and equipment revolving 
fund established in section 307.47 are exempt from the provisions of this subsection. 

7. The treasurer of state shall decide upon the most economical method of financing a 
state agency's request for funds. The treasurer of state may utilize master lease-purchase 
agreements, issue certificates of participation in lease-purchase agreements, or use any 
other financing method or method of sale which the treasurer believes will provide sav­
ings to the state in issuance or interest costs. 

8. A financing agreement to which the state is a party is an obligation of the state for 
purposes of chapters 502 and 636, and is a lawful investment for banks, trust companies, 
building and loan associations, savings and loan associations, investments companies, in­
surance companies, insurance associations, executors, guardians, trustees, and other fidu­
ciaries responsible for the investment of funds. 

9. Publication of any notice, whether under section 73A.12 or otherwise, and other or 
further proceedings with respect to the financing agreements referred to in this section 
are not required except as set forth in this section, notwithstanding any provisions of other 
statutes of the state to the contrary. 

Sec. 3. Section 18.12, subsection 10, Code Supplement 1995, is amended to read as 
follows: 

10. OB behalf af the departmeBt, eBter iBta lease purchase eaBtracts far real ar per 
saBal praperty, "'fflerever lacated within the state, ta be used far buildings, faeilities, aBd 
structures, ar far additiaBs ar impra .. remeBts ta existiBg buildings, facilities, aBd strue 
tares, to eany aut the pro'lisiaBs af this sectiaB ar far the praper use aBd beBefit af the 
state aBd its state ageBcies oB the fallevr..ng terms aBd cOBditiaBs: 

a. ---=Fhe Unless otherwise provided by law, the director shall coordinate the location, 
design, plans and specifications, construction, and ultimate use of the real or personal 
property lease purchased "'lith thc to be purchased by a state agency for whose benefit and 
use the property is being obtained aBd the terms aBd conditioBs af the lease purchase 
contract vlith bath thc state ageBCY far whosc beBefit aBd use the propcrty is being ob 
tained and the treasurer of state. If the purchase of real or personal property is to be 
financed pursuant to section 12.28, the department shall cooperate with the treasurer of 
state in providing the information necessary to complete the financing of the property. 
Upon awarding the contract for construction of a building or for site development, the 
director shall have sole authority to administer the contract. 

&. The lease purchase cantract may provide far ultimatc ownership of the property by 
the state. Title to all propcrty acquired in this manBer shall be talren and held iB the name 
of the state. The state shall be the lessee or eantracting party under all lease purchase 
caBtracts eBtered inta pursuant to this sectiaB. The lease purehase cantract may cantain 
pra'lisiaBs similar ta pravisiaBs customarily fauBd iB lease purchase eOBtracts between 
private persoBs, including, but nat limited to, provisions prohibiting the aequisition or use 
by the lessee of competing property or property in substitutian far the lease purchased 
property, abligating the lessee to pay eosts of operatioB, mainteBance, iBsurance, and taJfes 
relating to the property, aBd permitting the lessor to retain a seCW'ity interest in the prep 
erty lease purehased, I:lBtil title passes ta the state, which may be assigned or pledged by 
the lessor. The director may contract far additiaBal security or liquidity far a lease pur 
ehase contract aBd may enter into agreements for letters of credit, Imes of credit, inS\:H' 
ance, or other farms of security vlith respect to reBtal and ather paymeBts due uBder a 
lease p\:H'ehase contract. Fees far the costs of additianal security or liquidity are a cast of 
entering iBto the lease purehase cOBtract aBd may be paid from fuBds aBnual1y appropri 
ated by the geBeral assembly to the state agency far '.vhich the property is being obtaiBed 
or from other funds legally a .. railable. The lease purchase contract may iBclude the casts of 
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eatering we the lease pHf'ehase eenlTaet as a eest et the lease ptH'ehased pFeperty. The 
pFevisien et a lease ptH'eftase eeBlTaet ..... hieh pFe1Jides that a pertien et the perieElie Fental 
payment be applied as interest is subjeet te ehapteF 74!-... OtheF I&" ..... s FelatiBg te iBteFest 
Fates de net apply. ChapteF 75 dees net apply te lease ptH'ehase eeBlTaets enteFed iate 
pUFsuant te this seetien. Rental and etheF eests due undeF lease pHf'ehase eeBlTaets en 
teFed inte pUFSuaat te this seetien shall be payable Hem funds IHlBUaDy appFepriated by 
the geneFaI assembly te the state ageney feF whieh the pFeperty is being ebtained eF Hem 
etheF funds legally &"..ailable. 

e. A lease ptH'ehase eenlTaet te whieh the state is a party is an ebligatien et a state feF 
pUFpeses et ehapteFs 5Q2 and 6~6, and is a lawful iw .. estmeat feF baRks, tFUst eempanies, 
building and lean asseeiatiens, swr.ngs and lean asseeiatiens, investment eempanies, in 
SUFanee eempanies, insuFanee asseeiatiens, e*eeuteFS, guaFElians, tFUstees, and etheF fidu 
eiaries Fespensible feF the Hwestment et funds. 

Eb The diFeeteF shall net eateF inte lease pUFehase eenlTaets pUFSuant te this seetien 
witheut prieF autherizatien by a eenstiMienal majerity et eaeh heuse et the geneFaI as 
sembly and appFeval by the geverneF et the use, leeatien, and maximum eest, net inelud 
ing inteFest e:lEpense, et the Feal eF peFSenal pFeperty te be lease ptH'ehased. HeWeyeF, the 
ElireeteF shall net enteF inte a lease ptH'ehase eenlTaet feF Feal eF peFSenal pFeperty whieh 
is te be eenstFUeted teF use as a prisen eF prisen related faeility \vitheut prieF authe~ 
tien by a eenstitutienal majerity et eaeh heuse et the geneFaI assembly and appFe1..a1 by the 
geverneF et the use, leeatien, and ma:lEimum eest, net ineluding interest e~ense, et the 
Feal eF peFsenal pFeperty te be lease ptH'ehased and ",lith the eenstFUetien in aeeeFdanee 
",Jith spaee needs as established by an independent study et spaee needs aUtherized by the 
geneFaI assembly. 

e. A contract for acquisition, construction, erection, demolition, alteration, or repair by 
a private person of real or personal property to be lease-purchased by the EliFeeteF trea­
surer of state pursuant to this section 12.28 is exempt from section 18.6, subsections 1 and 
9, unless the lease-purchase contract is funded in advance by a deposit of the lessor's 
moneys to be administered by the EliFeeteF treasurer of state under a lease-purchase con­
tract which requires rent payments to commence upon delivery of the lessor's moneys to 
the lessee. 

This subseetien pFe1Jides an alternative and independent methed feF eanyiBg eut pFejeets 
undeF this ehapteF and feF eateFing inte lease ptH'ehase eenlTaets in eeft8:eetien ",Jith the 
pFejeets, vJitheut FefeFenee te any etheF statute, and is net an amendment et eF subjeet te 
the pFevisien et any etheF 1&" ...... Ne publieatien et any netiee, whetheF 1:IB:deF seetien 76A12 
eF etheFvJise, and ne etheF eF fuFtheF pFeeeedings with Fespeet te the lease ptH'ehase een 
lTaets FefeFFee te in this seetien aFe reEfuiFed e*eept as set feFtll in this seetien, any pFe1Ji 
siens et etheF statutes et the state te the eentFaFy netvRthstanEling. 

FeF Unless the context otherwise requires. for purposes of this subsection and subsec­
tion 12, "state agency" means a board, commission, bureau, division, office, department, 
or branch of state government. 

Sec. 4. REPEAL. Section 18.23, Code 1995, is repealed. 

Approved April 30, 1996 




