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Act relating to the linked investments for tomorrow Act. 

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

H-8271 
1 
2 

H-8271 

HOUSE FILE 2661 

Amend House File 2661 as follows: 
1. Page 8, by striking lines 2 through 4. 

FILED MARCH 15, 2006 
By LUKAN of Dubuque 
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S.F. H.F. ~({M I 

1 Section 1. Section 12.31, Code 2005, is amended to read as 

2 follows: 

3 12.31 SHORT TITLE. 

4 This section and sections 12.32 through i%.43B 12.43 shall 

5 be known as the "Linked Investments for Tomorrow Act". 

6 Sec. 2. Section 12.32, Code 2005, is amended to read as 

7 foilows: 

8 12.32 DEFINITIONS. 

9 As used in section 12~31, this section, and sections i%.33 

10 12.34 through i%.43B 12.43, unless the context otherwise 

11 requires: 

12 1. "Eligible borrower" means any person who is ±ft-~he 

13 btl~±fte~~-or-±~-eft~er±ftg-~he-btl~±fte~~-of-prodtle±ftg,-proee~~±ft97 

14 or-marke~±ftg-hor~±etli~Hrai-erop~-or-ftoft~rad±~±oftai-erop~-±ft 

15 ~h±~-~~a~e-or-afty-per~oft-±ft-~h±~-~~a~e-who-±~ qualified to 

16 participate in one of the programs in this section and 

17 sections i%.33 12.34 through i%.43B 12.43. "Eligible 

18 borrower" does not include a person who has been determined to 

19 be delinquent in making child support payments or any other 

20 payments due the state. 

21 2. "Eligible lending institution" means a financial 

22 institution that is empowered to make commercial loans and is 

23 eligible pursuant to chapter 12C to be a depository of state 

24 funds. 

25 3. "Linked investment" means a certificate of deposit 

26 piaeed issued pursuant to this section and sections i%.33 

27 12.34 through i%.43B-by 12.43 to the treasurer of state w±~h 

28 Qy an eligible lending institution, at an interest rate not 

29 more than three percent below current market rate on the 

30 condition that the institution agrees to lend the value of the 

31 deposit, according to the investment agreement provided in 

32 section 12.35, to an eligible borrower at a rate not to exceed 

33 four percent above the rate paid on the certificate of 

34 deposit. The treasurer of state shall determine and make 

35 available the current market rate which shall be used each 
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1 month. 
2 4.--uetla~±£±ed-~±fi~ed-±fi~e~tmefitu-meafi~-a-~±fi~ed-±ft~e~tmeftt 

3 ±ft-wh±eh-a-eert±£±eate-o£-depo~±t-±~-p~aeed-by-the-trea~tlrer 

4 o£-~tate-w±th-aft-e~±~±b~e-~eftd±ft~-±ft~t±ttlt±oft-tlfider-the 

5 trad±t±ofia~-~±~e~toe~-prodtleer~-~±ft~ed-±fi~e~tmeftt-~oafi-pre~rem 

6 e~tab~±~hed-tlftder-~eet±ofi-~z.43A• 
7 Sec. 3. Section 12.34, Code 2005, is amended to read as 

8 follows: 
9 12.34 LINKED INVESTMENTS -- LIMITATIONS -- RULES --

10 MATURITY AND RENEWAL OF CERTIFICATES. 

11 1. The treasurer of state may invest up to the lesser of 

12 one hundred eight million dollars or teft twenty-five percent 

13 of the balance of the state pooled money fund in certificates 

14 of deposit in eligible lending institutions as provided in 

15 ~eet±oft~ section 12.32 eftd-~z.33, this section, and sections 

16 12.35 through ~z.43B 12.43. ~he-moftey~-±fi~e~ted-ptlr~tleftt-to 

17 th±~-~eet±oft-~he~~-be-tl~ed-a~-£o~~ow~~ 

18 a.--~he-trea~tlrer-o£-~tate-may-±ft~e~t-tlp-to-~±xty-e±~ht 

19 m±~~±oft-do~~ar~-to-~tlpport-pro~rem~-pro~±ded-±ft-~eet±oft~-~z.3z 

20 aftd-~z.337-th±~-~eet±ofi,-aftd-~eet±oft~-~z.35-throtl~h-~z.43B 

21 other-thaft-the-trad±t±ofta~-~±~e~toe~-prodtleer~-~±ft~ed 

22 ±ft~e~tmeftt-~oaft-pro~ram-a~-pro~±ded-±ft-~eet±ofi-~z.43A-eftd-the 

23 ~a~tle-added-a~r±etl~ttlra~-~±ft~ed-±fi~e~tmeftt-~oaft-pro~ram-a~ 

24 pro~±ded-±ft-~eet±oft-~z.43B• 

25 b.--~he-trea~tlrer-o£-~tate-~ha~~-±ft~e~t-the-rema±ft±ft~ 

26 emotlfit-a~-£o~~ow~~ 

27 t~t--At-~ea~t-tweftty-m±~~±oft-do~~er~-~ha~~-be-±ft~e~ted-±ft 

28 order-to-~tlpport-the-trad±t±ofia~-~±~e~toe~-prodtleer~-~±ft~ed 

29 ±ft~e~tmeftt-~oaft-pro~ram-a~-pro~±ded-±ft-~eet±oft-~z.43A• 

30 tzt--At-~ea~t-tweftty-m±~~±oft-do~~ar~-~ha~~-be-±ft~e~ted-±fi 

31 order-to-~tlpport-the-~a~tle-added-a~r±etl~ttlra~-~±ft~ed 

32 ±ft~e~tmefit-~oeft-pro~ram-a~-pro~±ded-±ft-~eet±ofi-~z.43B• One-

33 half of the moneys invested pursuant to this section shall be 

34 made available under the program implemented pursuant to 

35 section 12.43 to increase the availability of lower cost 
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1 moneys for purposes of injecting needed capital into small 

2 businesses owned and operated by women and minorities. A 

3 "minority person" means the same as defined in section 15.102, 

4 subsection 5. The treasurer shall invest the remaining one-

5 half of the moneys invested pursuant to this section to 

6 support any other eligible a:Q:Qlicant as provided in section 

7 12.43. 

8 2. 88 The treasurer of state shall adopt rules pursuant 

9 to chapter 17A to administer seet±ol'l!t section 12.32 8l'ld-H~.33, 

10 this section, and sections 12.35 through i~•43B 12.43. 

11 b.--~he-treasttrer-o£-state-il'l-eoo~erat±ol'l-w±th-the-board-o£ 

12 d±reetors-o£-the-agr±ettitttrai-deveio~mel'lt-attthor±ty-as 

13 estabi±shed-±l'l-seet±ol'l-i75·3-!th8ii-ado~t-rtt±es-£or-the 

14 adm±!'l±stratiol'l-o£-the-trad±t±ol'lai-i±vestoe~-~rodtteers-±±l'l~ed 

15 ±l'lvestmel'lt-±oa!'l-~rogram-as-~rov±ded-±l'l-!teet±ol'l-i~.43A•--~he 

16 treasttrer-o£-state-±!'l-eoo~eratiol'l-w±th-the-agriett±tttrai 

17 ~rodttets-adv±sory-eottl'le±i-estab±±shed-±l'l-seet±o!'l-!5.~93-shaii 

18 ado~t-rtties-£or-the-admil'l±strat±ol'l-o£-the-vaitte-added 

19 agr±ettitttra±-i±l'l~ed-±!'lvestmel'lt-ioa!'l-~rogram-as-~rov±ded-±l'l 

20 seet±ol'l-!5.~94. 

21 3. A certificate of deposit,-whieh-i!t-~iaeed-by that is 

22 issued to the treasurer of state with Qy an eligible lending 

23 institution on or after July 1, !996 2006, may be renewed at 

24 the option of the treasurer on an annual basis for a total 

25 term not to exceed five years. ~he-£oi±ow±l'lg-!tha±±-a~~iy-to 

26 the-eert±£±eate-o£-de~os±t~ 
27 a.--Por-a-i±!'l~ed-±l'lve8tmel'lt-other-tha!'l-a-~ttai±£ied-i±l'l~ed 

28 ±l'lvestmel'lt7-the-±l'l±t±ai-eert±£±eate-o£-de~os±t-£or-a-g±vel'l 

29 borrower-sha±±-have-a-matttrity-o£-o!'le-year.--~he-eerti£ieate 

30 o£-de~os±t-may-be-rel'lewed-o!'l-al'l-8l'll'ltt8i-bas±s-£or-a-totai-term 

31 l'lot-to-exeeed-£±ve-years. 
32 b.--Por-a-~ttaii£±ed-i±l'l~ed-i!'lvestme!'lt7-the-±l'l±t±ai 

33 eerti£ieate-o£-de~os±t-£or-a-g±ve!'l-borrower-sha±±-have-a 

34 matttr±ty-o£-o!'le-year.--~he-eerti£±eate-o£-de~os±t-may-be 

35 rel'lewed-ol'l-8!'l-8l'll'ltt8±-bas±s-£or-a-totai-term-!'lot-to-exeeed 
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1 ~n~ee-yea~B• All participants with certificates of deposit 

2 issued prior to July 1, 2006, are subject, for renewal 

3 certificates of deposit, to the requirements and terms 

4 applicable to the certificates of deposit issued prior to July 

5 1, 2006. 
6 Sec. 4. Section 12.35, subsection 1, Code 2005, is amended 

7 to read as follows: 
8 1. An eligible lending institution that desires to receive 

9 a linked investment shall enter into an agreement with the 

10 treasurer of state, which shall include requirements necessary 

11 for the eligible lending institution to comply with sections 

12 12.32 through 12.34, this section, and sections 12.36 through 

13 :rz.43B 12.43. 
14 Sec. 5. Section 12.36, subsection 2, Code 2005, is amended 

15 to read as follows: 

16 2. Upon acceptance of the linked investment loan package 

17 or any portion of the package, the treasurer of state shall 

18 ~:raee-ee~~±£±ea~eB-o£ deposit funds with the eligible lending 

19 institution a~-a-~a~e-fto~-mo~e-~naft-~n~ee-~e~een~-beiow-~ne 

20 eH~~en~-ma~~e~-~8~e and the eligible lending institution shall 

21 issue to the treasurer of state one or more certificates of 

22 deposit with interest at a rate determined pursuant to section 

23 12.32, subsection 3. The treasurer of state shall not ~ieee-e 

24 ee~~±£±ee~e-o£ deposit funds with an eligible lending 

25 institution pursuant to sections 12.32 ~n~oH9h, 12.34, 12.35, 

26 this section, and sections 12.37 through :rz.43B 12.43, unless 

27 the certificate of deposit earns a rate of interest of at 

28 least ~wo one percent. Interest earned on the certificate of 

29 deposit and principal not renewed shall be remitted to the 

30 treasurer of state at the time the certificate of deposit 

31 matures. Interest from the linked investments for tomorrow 

32 program shall be considered earnings of the general fund of 

33 the state. Certificates of deposit ~:reeed issued pursuant to 
34 sections 12.32 ~n~oH9n, 12.34, 12.35, this section, and 

35 sections 12.37 through :rz.43B 12.43 are not subject to a 
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1 penalty for early withdrawal. 

2 Sec. 6. Section 12.38, Code 2005, is amended to read as 

3 follows: 

4 12.38 REPORTS. 

5 By February 1 of each year, the treasurer of state shall 

6 report on the linked investments for tomorrow programs for the 

7 preceding calendar year to the governor, the department of 

8 economic development, the speaker of the house of 

9 representatives, and the president of the senate. The speaker 

10 of the house shall transmit copies of this report to the house 

11 co-chair of the joint economic development appropriations 

12 subcommittee and the chairs of the standing committees in the 

13 house which customarily consider legislation regarding 

14 agricultureL Bno commerce, and economic growth, and the 

15 president of the senate shall transmit copies of this report 

16 to the senate co-chair of the joint economic development 

17 appropriations subcommittee and the chairs of the standing 

18 committees in the senate which customarily consider 

19 legislation regarding agricultureL Bnd commerce, and economic 

20 growth. The report shall set forth the linked investments 

21 made by the treasurer of state under the program during the 

22 year, the total amount deposited, the number of deposits, and 

23 an estimate of foregone interest, and shall include 

24 information regarding the nature, terms, and amounts of the 

25 loans upon which the linked investments were based and ~fie ~ 

26 listing of eligible borrowers to which the loans were made. 

27 Sec. 7. Section 12.43, Code 2005, is amended to read as 

28 follows: 

29 12.43 P9€BSEB SMALL BUSINESS LINKED INVESTMENTS PROGRAM 

30 CREATED -- DEFINITIONS. 

31 The treasurer of state shall adopt rules to implement a 

32 £oetlBeo small business linked investments program to increase 

33 the availability of lower cost funds to inject needed capital 

34 into small businesses owned and operated by-women-o~ 

35 m±no~±~±es in this state by residents of this state, which is 
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10 

11 

12 

13 

14 

15 

16 

S.F . H. F. 

the public policy of the state. The rules shall be in 

accordance with the following: 

1. As used in this section~L 

8•--llB±~ab±~±~yll-±~-def±fted-8~-~ro~±ded-±ft-~ee~±oft-~5.~9%, 

~ttb~ee~±oft-5• 

b.--llPoett~ed-~ma~~ "small business" means a one of the 

following: 

a. A new or existing small business w~±e~-±~-£±£~y-ofte 

pereeft~-or-more-owfted7-oper8~ed,-aftd-ae~±~e~y-maftaged-by-ofte 

or-more-womeft7-m±ftor±ty-~er~oft~,-or-~er~oft~-w±~~-a-d±~ab±~±~y, 

pro~±ded-~~e-btt~±fte~~ that meets all the requirements of 

subsection 5. 

e.--llMa;or-~±£e-aet±~±~yll-±~-de£±fted-a~-~ro~±ded-±ft-~eet±oft 

~5.~9%,-~ttb~ee~±oft-5• 

d.--llM±ftor±~y-per~oftll-±~-def±fted-a~-~ro~±ded-±ft-~ee~±oft 

~5.~9%,-~ttb~eet±oft-5• 

17 

18 

19 

b. For applications to transfer an existing small business 

to a new owner, the small business must also meet the 

requirements of subsection 5 when local competition does not 

20 exist in the principal area of business activity of the 

21 existing small business, and the loss of the existing small 

22 business would result in a hardship on the community. 

23 2. Loan applications for a foett~ed new or existing small 

24 business shall be for the purchase of land, improvements, 

25 fixtures, machinery, inventory, supplies, equipment, 

26 information technology, or licenses, or patent, trademark, or 

27 copyright fees and expenses. Loan applications for the 

28 transfer of an existing small business shall be to assist in 

29 the transfer of ownership of retail, wholesale, manufacturing, 

30 service, or agricultural business that may close in the 

31 absence of sufficient financial assistance. 

32 3. During the lifetime of this loan program, the maximum 

33 amount of assistance that an eligible borrower or business may 

34 borrow or receive through this loan program shall be ofte two 

35 hundred thousand dollars. An eligible borrower or business 
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1 under this program shall be limited to one loan from one 

2 financial institution. 

3 4. A preference shall be given to those persons who are 

4 less able than other persons to secure funds for a £oeH~eo 

5 small business without participation in the £oeH~eo small 

6 business linked investment program. 

7 5. In order to qualify under this program, all owners of 

8 the business or borrowers must not have a combined net worth 

9 exceeding £±~e seven hundred fifty thousand dollars as defined 

10 in rules adopted by the treasurer of state pursuant to chapter 

11 17A and the £oeH~eo small business must meet all of the 

12 following criteria: 

13 a. Be a for-profit business. 

14 b. Ha~e If an application involves an existing business or 

15 the transfer of an existing business to a new owner, the 

16 business must have annual gross sales of two million dollars 

17 or less at the time the application is submitted under section 

18 12.35. 

19 c. Not be operated out of the home of any person, unless 

20 the person is eligible for a deduction on federal income taxes 

21 pursuant to 26 u.s.c. § 280A. 

22 d. Not involve real estate investments, rental of real 

23 estate, leasing of real estate, or real estate speculation. 

24 e. Liquor, beer, and wine sales must not exceed twenty 

25 percent of annual sales for establishments holding a class "C" 

26 liquor license issued pursuant to section 123.30. 

27 f. If an application involves the transfer of an existing 

28 small business, the transfer must be by purchase, lease-

29 purchase, or contract of sale. The purchase must be for all 

30 or a portion of the business which is essential to its 

31 continued viability, including land where the business is 

32 located, fixtures attached. to the land, machinery, inventory, 

33 supplies, equipment, information technology, or licenses, 

34 patents, trademarks, copyrights, or other intellectual 

35 property relied upon by the business, and inventory for sale 
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1 by the business. 

2 g. A borrower and the seller of an existing small business 

3 shall not be within the third degree of consanguinity or 

4 affinity. 

5 6. Loan proceeds shall not be used to refinance existing 

6 debt, including credit card debt. However, proceeds may be 

7 used to refinance a short-term bridge loan made in 

8 anticipation of the treasurer of state's approval of the 

9 linked investment loan package. 

10 7. Eligible lending institutions shall verify the borrower 

11 is eligible to participate under the provisions of this 

12 section pursuant to rules adopted by the treasurer of state 

13 pursuant to chapter 17A. 

14 Sec. 8. Sections 12.33, 12.40, 12.41, 12.43A, 12.43B, and 

15 15.204, Code 2005, are repealed. 

16 EXPLANATION 

17 This bill relates to the linked investments for tomorrow 

18 Act. 

19 The bill eliminates the rural small business transfer 

20 linked investment loan program, the horticultural and 

21 nontraditional crops linked investment loan program, the 

22 traditional livestock producer's linked investment loan 

23 program, and the value-added agricultural linked investment 

24 loan program. The bill makes conforming amendments. 

25 The bill changes the amount of moneys the treasurer of 

26 state may invest under the linked investments program. 

27 Currently, the treasurer of state may invest up to the lesser 

28 of $108 million or 10 percent of the balance of the state 

29 pooled money fund. The bill increases the allowable 

30 percentage from 10 percent to 25 percent. 

31 The bill provides that one-half of the moneys invested 

32 under the program shall be made available to increase the 

33 availability of lower cost moneys for purposes of injecting 

34 needed capital into small businesses owned and operated by 

35 women and minorities. The bill provides that the remaining 
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1 one-half of the moneys invested under the program shall be 

2 used to support any other eligible applicant under the 
3 program. 

4 The bill provides that a certificate of deposit issued by 

5 an eligible lending institution to the treasurer of state 

6 under the program may be renewed at the option of the 

7 treasurer on an annual basis for a total term not to exceed 

8 five years. The bill provides that all participants with 

9 certificates of deposit issued prior to July 1, 2006, are 

10 subject, for renewal certificates of deposit, to the 

11 requirements and terms applicable to the certificates of 

12 deposit issued prior to July l, 2006. The bill provides that 

13 interest from the linked investments for tomorrow program 

14 shall be considered earnings of the general fund of the state. 

15 The bill changes the name of the focused small business 

16 linked investments program to the small business linked 

17 investments program. The bill changes the eligibility 

18 criteria under the program. Currently, the program is 

19 available to new small businesses meeting certain criteria 

20 which is 51 percent or more owned, operated, and actively 

21 managed by one or more women, minority persons, or persons 

22 with a disability. The bill eliminates the requirement 

23 regarding ownership, operation, and active management of the 

24 business. The bill provides that a new or existing small 

25 business is eligible if all owners of the business or 

26 borrowers do not have a combined net worth exceeding $750,000 

27 and if the business is a for-profit business, has annual gross 

28 sales of $2 million or less if the application involves an 

29 existing business or the transfer of an existing business, is 

30 not operated out of the home of any person unless certain 

31 criteria are met, does not involve real estate investments, 

32 rental of real estate, leasing of real estate, or real estate 

33 speculation, and liquor, beer, and wine sales do not exceed 20 

34 percent of annual sales for certain liquor license holders. 

35 The bill provides that, if an application involves the 
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1 transfer of an existing small business, the transfer must be 

2 by purchase, lease-purchase, or contract of sale. The bill 

3 provides that a borrower and the seller of an existing small 

4 business shall not be within the third degree of consanguinity 

5 or affinity. The bill provides an additional requirement for 

6 existing small businesses that local competition does not 

7 exist in the principal area of business activity of the 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

existing small businesses. 
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HOUSE FILE 2661 
H-8296 

1 Amend the amendment, H-8271, to House File 2661 as 
2 follows: 
3 1. Page 1, by inserting after line 1 the 
4 following: 
5 " Page 3, by striking line 2 and inserting 
6 the following: "businesses which are fifty-one 
7 percent or more owned, operated, and actively managed 
8 by one or more women or minority persons. A"." 
9 2. By renumbering as necessary. 

H-8296 FILED MARCH 16, 2006 
WITHDRAWN 

By LUKAN of Dubuque 

HOUSE FILE 2661 
H-8304 

1 Amend the amendment, H-8271, to House File 2661 as 
follows: 2 

3 
4 
5 
6 

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

" Page 3, by striking line 2 and inserting 
the following: "businesses which are fifty-one 

7 percent or more owned, operated, and actively managed 
8 by one or more women, minority persons, or persons 
9 with disabilities. "Disability" means the same as 

10 defined in section 15.102, subsection 5. A"." 
11 2. By renumbering as necessary. 

H-8304 FILED MARCH 16, 2006 
ADOPTED 

By LUKAN of Dubuque 

• 

• 
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Fiscal Services Division 
Legislative Services Agency 

Fiscal Note 

HF 2661 -Linked Investments for Tomorrow (LINK) (LSB 5848 HV) 
Analyst: Sam Leta (Phone: (515) 281-6764) (sam.leto@legis.state.ia.us) 
Fiscal Note Version- New 
Requested by Representatives Miller and Shoultz 

Description 

House File 2661 relates to the Linked Investments for Tomorrow (LIFT) Program. The Bill 
eliminates the Rural Small Business Transfer Linked Investment Loan Program, the Horticultural 
and Nontraditional Crops Linked Investment Program, the Traditional Livestock Producer's 
Linked Investment Loan Program, and the Value-Added Agricultural Linked Investment 
Program. The Bill changes the focus of the current Program and the criteria for small 
businesses to become eligible borrowers for available funding. The Bill also changes the 
minimum interest rates, the net worth that businesses may have to borrow these funds, and 
increases the amount the State Treasurer may invest under the Program to the lesser of 
$1 08.0 million or 25.0% of the balance of the State pooled money funds. The Bill is intended to 
provide an increase in funds to new and existing small businesses with 50.0% of the funding 
available for women and minorities. 

Background 

The Program began in 1986 to provide investment in small business in horticulture and 
alternative crops. The State Treasurer may invest the lesser of $108.0 million or 10.0% of the 
balance of the State pooled money funds in certificates of deposit (CD) in eligible financial 
institutions. The eligible financial institutions lend the invested funds to eligible borrowers. 
There are currently five loan programs that are eligible under this Program and there are 
currently 2771oans with a loan balance of approximately $9.3 million. The current loan balance 
is distributed among the five programs as follows: 

Assumptions 

Loan Balances 
($ in Millions) 

Programs 

Focused Small Business 
Horticulture & Alternative Crops 
Rural Small Business Transfer 
Traditional Livestock Producer's 
Value-Added Agriculture 

Total 

03/01/2006 

$ 

$ 

2.4 
3.3 
0.5 
0.0 
3.1 
9.3 

8. The State Treasurer's Office estimates that it will take most of FY 2007 to implement the 
changes to the LIFT Program. 

9. The current loans and the current borrowers will be allowed to continue in the LIFT Program 
should the Bill become effective July 1 , 2006. 

1 0. The minimum level on interest rate is 1 .0%. 



11. The amount of investment is the lesser of $1 08.0 million or 25.0% of the balance of the 
State pooled money funds. 

12. The discount to financial institutions is 3.0%. 

Fiscal Impact 

The estimated fiscal impact of House File 2661 can not be determined. The chart below 
provides a range of LIFT loans and the amount of "Foregone Interest", or interest that the State 
General Fund would not receive, assuming a deposit by the State Treasurer in a financial 
institution at a 3.0% discount. 

LIFT Loans Foregone_ Interest 

$10,000,000 $300,000 
$20,000,000 $600,000 
$30,000,000 $900,000 
$40,000,000 $1,200,000 
$50,000,000 $1,500,000 
$60,000,000 $1,800,000 
$70,000,000 $2,100,000 
$80,000,000 $2,400,000 
$90,000,000 $2,700,000 

$100,000,000 $3,000,000 
$1 08,000,000 $3,240,000 

Source 

State Treasurer 

Is/ Holly M. Lyons 

March 14, 2006 

The fiscal note and correctional impact statement for this bill was prepared pursuant to Joint Rule 17 and pursuant to 
Section 2.56, Code of Iowa. Data used in developing this fiscal note and correctional impact statement are available 
from the Fiscal Services Division, Legislative Services Agency to members of the Legislature upon request. 



Fiscal Services Division 
Legislative Services Agency 

Fiscal Note 

HF 2661 - Linked Investments for Tomorrow (LINK) (LSB 5848 HV) 
Analyst: Sam Leto (Phone: (515) 281-6764) (sam.leto@legis.state.ia.us) 
Fiscal Note Version- New 
Requested by Representatives Miller and Shoultz 

Description 

House File 2661 relates to the Linked Investments for Tomorrow (LIFT) Program. The Bill 
eliminates the Rural Small Business Transfer Linked Investment Loan Program, the Horticultural 
and Nontraditional Crops Linked Investment Program, the Traditional Livestock Producer's 
Linked Investment Loan Program, and the Value-Added Agricultural Linked Investment 
Program. The Bill changes the focus of the current Program and the criteria for small 
businesses to become eligible borrowers for available funding. The Bill also changes the 
minimum interest rates, the net worth that businesses may have to borrow these funds, and 
increases the amount the State Treasurer may invest under the Program to the lesser of 
$1 08.0 million or 25.0% of the balance of the State pooled money funds. The Bill is intended to 
provide an increase in funds to new and existing small businesses with 50.0% of the funding 
available for women and minorities. 

Background 

The Program began in 1986 to provide investment in small business in horticulture and 
alternative crops. The State Treasurer may invest the lesser of $1 08.0 million or 1 0.0% of the 
balance of the State pooled money funds in certificates of deposit (CD) in eligible financial 
institutions. The eligible financial institutions lend the invested funds to eligible borrowers. 
There are currently five loan programs that are eligible under this Program and there are 
currently 2771oans with a loan balance of approximately $9.3 million. The current loan balance 
is distributed among the five programs as follows: 

Assumptions 

Loan Balances 
{$ in Millions) 

Programs 

Focused Small Business 
Horticulture & Alternative Crops 
Rural Small Business Transfer 
Traditional Livestock Producer's 
Value-Added Agriculture 

Total 

03/0112006 

$ 

$ 

2.4 
3.3 
0.5 
0.0 
3.1 
9.3 

1. The State Treasurer's Office estimates that it will take most of FY 2007 to implement the 
changes to the LIFT Program. 

2. The current loans and the current borrowers will be allowed to continue in the LIFT Program 
should the Bill become effective July 1, 2006. 

3. The minimum level on interest rate is 1.0%. 



4. The amount of investment is the lesser of $108.0 million or 25.0% of the balance of the 
State pooled money funds. 

5. The discount to financial institutions is 3.0%. 

Fiscal Impact 

The estimated fiscal impact of House File 2661 can not be determined. The chart below 
provides a range of LIFT loans and the amount of "Foregone Interest", or interest that the State 
General Fund would not receive, assuming a deposit by the State Treasurer in a financial 
institution at a 3.0% discount. 

LIFT Loans Foregone Interest 
$10,000,000 I $300,000 
$20,000,000 $600,000 
$30,000,000 $900,000 
$40,000,000 $1,200,000 
$50,000,000 $1,500,000 
$60,000,000 $1,800,000 
$70,000,000 $2,100,000 
$80,000,000 $2,400,000 
$90,000,000 $2,700,000 

$1 00,000,000 $3,000,000 
$108,000,000 $3,240,000 

Source 

State Treasurer 

Is/ Holly M. Lyons 

March 14, 2006 

The fiscal note and correctional impact statement for this bill was prepared pursuant to Joint Rule 17 and pursuant to 
Section 2.56, Code of Iowa. Data used in developing this fiscal note and correctional impact statement are available 
from the Fiscal Services Division, Legislative Services Agency to members of the Legislature upon request. 
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S.F. H.F. :l(Q(Q( 

1 Section 1. Section 12.31, Code 2005, is amended to read as 
2 follows: 

3 12.31 SHORT TITLE. 

4 This section and sections 12.32 through %z•43B 12.43 shall 
5 be known as the "Linked Investments for Tomorrow Act". 

6 Sec. 2. Section 12.32, Code 2005, is amended to read as 
7 follows: 

8 12.32 DEFINITIONS. 

9 As used in section 12.31, this section, and sections %z•33 

10 12.34 through %z•43B 12.43, unless the context otherwise 

11 requires: 

12 1. "Eligible borrower" means any person who is ±l"l-t:i'le 

13 bH~±I"le~~-or-±~-el"lt:er±l"lg-t:i'le-bH~±!"le~~-o£-prodHe±!"lg,-proees~±l"l97 

14 or-market:±l"lg-i'lort:±eH%-t:Hra%-erop~-or-l"lol"lt:rad±t:±o!"la%-erop~-±l"l 

15 t:h±~-~t:at:e-or-al"ly-perso!"l-±l"l-ei'l±~-~t:aee-wi'lo-±~ qualified to 

16 participate in one of the programs in this section and 

• 

17 sections %z.33 12.34 through %z.43B 12.43. "Eligible • 

18 borrower" does not include a person who has been determined to 

19 be delinquent in making child support payments or any other 

20 payments due the state. 
21 2. "Eligible lending institution" means a financial 
22 institution that is empowered to make commercial loans and is 

23 eligible pursuant to chapter 12C to be a depository of state 

24 funds. 
25 3. "Linked investment" means a certificate of deposit 

26 p%aeed issued pursuant to this section and sections %z.33 

27 12.34 through %z•43B-by 12.43 to the treasurer of state w±eh 

28 Qy an eligible lending institution, at an interest rate not 

29 more than three percent below current market rate on the 

30 condition that the institution agrees to lend the value of the 

31 deposit, according to the investment agreement provided in 

32 section 12.35, to an eligible borrower at a rate not to exceed 

33 four percent above the rate paid on the certificate of 

34 deposit. The treasurer of state shall determine and make 

35 available the current market rate which shall be used each 

-1-
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1 month. 
2 4.--uettai±£±ed-i±ftked-±ft~e~~meft~u-meaft~-a-i±ftked-±ft~e~~meft~ 

3 ±ft-wh±eh-a-eer~±£±ea~e-o£-de~o~±~-±~-piaeed-by-~he-~reasttrer 

4 o£-~~a~e-w±~h-aft-ei±g±bie-ieftd±ftg-±ft~~±~tt~±oft-ttftder-~he 

5 ~rad±~±oftai-i±~e~~oek-~rodtteers-i±ftked-±ft~es~meft~-ioaft-program 

6 es~abi±shed-ttftder-see~±oft-i%.43A• 

7 Sec. 3. Section 12.34, Code 2005, is amended to read as 

8 follows: 
9 12.34 LINKED INVESTMENTS -- LIMITATIONS -- RULES --

10 MATURITY AND RENEWAL OF CERTIFICATES. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

1. The treasurer of state may invest up to the lesser of 

one hundred eight million dollars or ~eft twenty-five percent 

of the balance of the state pooled money fund in certificates 

of deposit in eligible lending institutions as provided in 

~ee~±oft~ section 12.32 aftd-i%.33, this section, and sections 

12.35 through i%.43B 12.43. ~he-mofteys-±ft~es~ed-~ttrsttaft~-~o 

~h±s-~ee~±oft-shaii-be-ttsed-a~-£oiiow~~ 

a.--~he-~rea~ttrer-o£-s~a~e-may-±ft~es~-tt~-~o-s±x~y-e±gh~ 

m±ii±oft-doiiars-~o-stt~~or~-~rograms-~ro~±ded-±ft-see~±ofts-i%.3% 

aftd-i%.337-~h±s-see~±oft;-aftd-see~±ofts-i%.35-~hrottgh-i%.43B 

o~her-~haft-~he-~rad±~±oftai-i±~es~oek-~rodtteers-i±ftked 

±ft~e~~meft~-ioaft-~rogram-as-~ro~±ded-±ft-see~±oft-i%.43A-aftd-~he 

~aitte-added-agr±etti~ttrai-i±ftked-±ftve~~meft~-ioaft-~rogram-a~ 

24 ~ro~±ded-±ft-see~±oft-i%.43B• 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

b.--~he-~reasttrer-o£-s~a~e-shaii-±ft~es~-~he-rema±ft±ftg 

amottft~-as-£oiiows~ 

tit--A~-ieas~-~weft~y-m±ii±oft-doiiars-~haii-be-±ft~es~ed-±ft 

order-~o-~tt~~or~-~he-~rad±~±oftai-i±~es~oek-~rodtteers-i±ftked 

±ft~e~~meft~-ioaft-program-as-~ro~±ded-±ft-~ee~±oft-i%.43A• 

t%t--A~-ieas~-~weft~y-m±ii±oft-doiiars-shaii-be-±ft~e~~ed-±ft 

order-~o-stt~~or~-~he-~aitte-added-agr±etti~ttrai-i±ftked 

±ft~es~meft~-ioaft-~rogram-a~-pro~±ded-±ft-see~±oft-i%.43B• One­

half of the moneys invested pursuant to this section shall be 

made available under the program implemented pursuant to 

section 12.43 to increase the availability of lower cost 

-2-
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1 moneys for purposes of injecting needed capital into small 

2 businesses which are fifty-one percent or more owned, 

3 operated, and actively managed by one or more women, minority 

4 persons, or persons with disabilities. "Disability" means the 

5 same as defined in section 15.102, subsection 5. A "minority 

6 person" means the same as defined in section 15.102, 

7 subsection 5. The treasurer shall invest the remaining one-

8 half of the moneys invested pursuant to this section to 

9 support any other eligible applicant as provided in section 

10 12.43. 

11 2. a. The treasurer of state shall adopt rules pursuant 

12 to chapter 17A to administer ~ee~ioft~ section 12.32 aftd-~%.33, 

13 this section, and sections 12.35 through ~%.43B 12.43. 

14 b.--~~e-~rea~ttrer-e£-~~a~e-ift-eoe~era~ioft-wi~~-~~e-beard-e£ 

15 diree~er~-e£-~~e-agr±ett~~ttra~-deve~e~meft~-aH~~eri~y-a~ 

16 e~~ab~is~ed-ift-see~ioft-~75•3-~~a~~-ade~~-rtt~e~-rer-~~e 

17 admift±s~ra~ioft-o£-~~e-~radi~iefta~-~ive~~oe~-~redtteers-~ift~ed 

18 ±ftves~meft~-~oaft-~rogram-a~-~rovided-ift-see~ioft-~%.43A.--~~e 

19 ~reasttrer-e£-s~a~e-±ft-eoe~era~±eft-w±~n-~~e-agr±ett~~ttra~ 

20 ~redtte~s-advisery-eottftei~-e~~ab~i~~ed-±ft-~ee~±oft-~5.%63-~~a~~ 

21 ade~~-rtt~e~-£er-~~e-admifti~~ra~ioft-o£-~~e-va~tte-added 

22 agriett~~ttra~-~ift~ed-iftve~~meft~-~oaft-~regram-a~-~revided-ift 

23 see~ioft-~5.%64. 

24 3. A certificate of deposit,-w~ie~-is-~~aeed-by that is 

25 issued to the treasurer of state wi~~ Qy an eligible lending 

26 institution on or after July 1, ~996 2006, may be renewed at 

27 the option of the treasurer on an annual basis for a total 

28 term not to exceed five years. ~~e-£o~~ow±ftg-s~a~~-a~~~y-~e 

29 ~~e-eer~i£iea~e-e£-de~o~i~~ 

30 a.--Fer-a-~±ft~ed-iftves~meft~-o~ner-~~aft-a-qtta~i£ied-~ift~ed 

31 iftves~meft~~-~~e-±fti~±a~-eer~±£iea~e-o£-de~esi~-£or-a-giveft 

32 borrewer-s~a~%-~ave-a-ma~ttri~y-o£-ofte-year.--~~e-eer~i£iea~e 

33 e£-de~es±~-may-be-reftewed-oft-aft-aftfttta~-basis-£er-a-~o~a~-~erm 

34 fto~-~e-exeeed-£±ve-years. 

35 b.--For-a-qtta~±£ied-~±ft~ed-iftves~meft~~-~~e-ifti~ia~ 

-3-
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1 eer~i£iea~e-o£-ae~o~i~-£or-a-~i~efi-borrower-8~aii-~a~e-a 

2 ma~ttri~y-o£-ofie-year.--~~e-eer~~£iea~e-o£-ae~esi~-may-be 

3 refiewea-ofi-afi-aftfittai-basis-£or-a-~o~ai-~erm-fio~-~o-exeeea 

4 ~~ree-years. All participants with certificates of deposit 

5 issued prior to July 1, 2006, are subject, for renewal 

6 certificates of deposit, to the requirements and terms 

7 applicable to the certificates of deposit issued prior to July 

8 1, 2006. 
9 Sec. 4. Section 12.35, subsection 1, Code 2005, is amended 

10 to read as follows: 

11 1. An eligible lending institution that desires to receive 

12 a linked investment shall enter into an agreement with the 

13 treasurer of state, which shall include requirements necessary 

14 for the eligible lending institution to comply with sections 

15 12.32 through 12.34, this section, and sections 12.36 through 

16 ±~•43B 12.43 • 

17 Sec. 5. Section 12.36, subsection 2, Code 2005, is amended 

18 to read as follows: 

19 2. Upon acceptance of the linked investment loan package 

20 or any portion of the package, the treasurer of state shall 

21 ~±aee-eer~~£iea~e8-o£ deposit funds with the eligible lending 

22 institution a~-a-ra~e-fio~-more-~~aft-~~ree-~ereefi~-beiow-~~e 

23 ettrrefi~-mar~e~-ra~e and the eligible lending institution shall 

24 issue to the treasurer of state one or more certificates of 

25 deposit with interest at a rate determined pursuant to section 

26 12.32, subsection 3. The treasurer of state shall not ~±aee-a 

27 eer~i£iea~e-o£ deposit funds with an eligible lending 

28 institution pursuant to sections 12.32 ~~rott9~, 12.34, 12.35, 

29 this section, and sections 12.37 through ±~·43B 12.43, unless 

30 the certificate of deposit earns a rate of interest of at 

31 least ~wo one percent. Interest earned on the certificate of 

32 deposit and principal not renewed shall be remitted to the 

33 treasurer of state at the time the certificate of deposit 

34 matures. Interest from the linked investments for tomorrow 

35 program shall be considered earnings of the general fund of 

-4-
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1 the state. Certificates of deposit ~%aeed issued pursuant to 

2 sections 12.32 throHgh, 12.34, 12.35, this section, and 

3 sections 12.37 through %z.43B 12.43 are not subject to a 
4 penalty for early withdrawal. 

5 Sec. 6. Section 12.38, Code 2005, is amended to read as 

6 follows: 

7 12.38 REPORTS. 

8 By February 1 of each year, the treasurer of state shall 

9 report on the linked investments for tomorrow programs for the 

10 preceding calendar year to the governor, the department of 

11 economic development, the speaker of the house of 

12 representatives, and the president of the senate. The speaker 

13 of the house shall transmit copies of this report to the house 

14 co-chair of the joint economic development appropriations 

15 subcommittee and the chairs of the standing committees in the 

16 house which customarily consider legislation regarding 

17 agricultureL aftd commerce, and economic growth, and the 

18 president of the senate shall transmit copies of this report 

19 to the senate co-chair of the joint economic development 

20 appropriations subcommittee and the chairs of the standing 

21 committees in the senate which customarily consider 

22 legislation regarding agricultureL aftd commerce, and economic 

23 growth. The report shall set forth th~ linked investments 

24 made by the treasurer of state under the program during the 

25 year, the total amount deposited, the number of deposits, and 

26 an estimate of foregone interest, and shall include 

27 information regarding the nature, terms, and amounts of the 

28 loans upon which the linked investments were based and the g 

29 listing of eligible borrowers to which the loans were made. 

30 Sec. 7. Section 12.43, Code 2005, is amended to read as 

31 follows: 
32 12.43 P9€6SBB SMALL BUSINESS LINKED INVESTMENTS PROGRAM 

33 CREATED -- DEFINITIONS. 

34 The treasurer of state shall adopt rules to implement a 

35 £oeHBed small business linked investments program to increase 

-5-
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1 the availability of lower cost funds to inject needed capital 

2 into small businesses owned and operated by-womeft-or 

3 m±ftor±t±es in this state by residents of this state, which is 

4 the public policy of the state. The rules shall be in 

5 accordance with the following: 

6 1. As used in this section~L 
7 a.--ua±sab±i±tyn-±s-de£±fted-as-~ro~±ded-±ft-seet±oft-i5•i6~, 

8 sHbseet±oft-5• 

9 b.--uPoeHsed-smedi "small business" means a one of the 

10 following: 

11 

12 

13 

14 

15 

16 

17 

18 

19 

a. A new or existing small business w~±e~-±s-£±£ty-ofte 

~ereeftt-or-more-owfted,-o~erated,-aftd-aet±~eiy-mafta~ed-by-one 

or-more-womeft,-m±nor±ty-~ersons,-or-~ersons-w±t~-a-d±sab±i±ty, 

~ro~±ded-t~e-bHs±ness that meets all the requirements of 

subsection 5. 
e.--uMa;or-i±£e-aet±~±tyn-±s-de£±ned-as-~ro~±ded-±n-seet±on 

i5.i6~7-sHbseet±on-5. 

d.--uM±nor±ty-~ersoftn-±s-de£±fted-as-~ro~±ded-±ft-seet±on 

i5.i6~,-sHbseet±on-5• 

20 

21 

22 

b. For applications to transfer an existing small business 

to a new owner, the small business must also meet the 

requirements of subsection 5 when local competition does not 

23 exist in the principal area of business activity of the 

24 existing small business, and the loss of the existing small 

25 business would result in a hardship on the community. 

26 2. Loan applications for a £oeHsed new or existing small 

27 business shall be for the purchase of land, improvements, 

28 fixtures, machinery, inventory, supplies, equipment, 

29 information technology, or licenses, or patent, trademark, or 

30 copyright fees and expenses. Loan applications for the 

31 transfer of an existing small business shall be to assist in 

32 the transfer of ownership of retail, wholesale, manufacturing, 

33 service, or agricultural business that may close in the 

34 absence of sufficient financial assistance. 

35 3. During the lifetime of this loan program, the maximum 

-6-
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1 amount of assistance that an eligible borrower or business may 

2 borrow or receive through this loan program shall be one two 

3 hundred thousand dollars. An eligible borrower or business 

4 under this program shall be limited to one loan from one 

5 financial institution. 

6 4. A preference shall be given to those persons who are 

7 less able than other persons to secure funds for a £oettsed 
8 small business without participation in the £oettsed small 

9 business linked investment program. 

10 5. In order to qualify under this program, all owners of 

11 the business or borrowers must not have a combined net worth 

12 exceeding £±ve seven hundred fifty thousand dollars as defined 

13 in rules adopted by the treasurer of state pursuant to chapter 

14 17A and the £oettsed small business must meet all of the 

15 following criteria: 

16 a. Be a for-profit business. 

17 b. HBve If an application involves an existing business or 

18 the transfer of an existing business to a new owner, the 

19 business must have annual gross sales of two million dollars 

20 or less at the time the application is submitted under section 

21 12.35. 

22 c. Not be operated out of the home of any person, unless 

23 the person is eligible for a deduction on federal income taxes 

24 pursuant to 26 U.S.C. § 280A. 

25 d. Not involve real estate investments, rental of real 

26 estate, leasing of real estate, or real estate speculation. 

27 e. Liquor, beer, and wine sales must not exceed twenty 

28 percent of annual sales for establishments holding a class "C" 

29 liquor license issued pursuant to section 123.30. 

30 f. If an application involves the transfer of an existing 

31 small business, the transfer must be by purchase, lease-

32 purchase, or contract of sale. The purchase must be for all 

33 or a portion of the business which is essential to its 

34 continued viability, including land where the business is 

35 located, fixtures attached to the land, machinery, inventory, 
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1 

2 

3 

4 

~5 
6 

7 

8 

9 

S.F • H.F. :lGfo\ 

supplies, equipment, information technology, or licenses, 

patents, trademarks, copyrights, or other intellectual 

property relied upon by the business, and inventory for sale 

by the business. 

6. Loan proceeds shall not be used to refinance existing 

debt, including credit card debt. However, proceeds may be 

used to refinance a short-term bridge loan made in 

anticipation of the treasurer of state's approval of the 

linked investment loan package. 

10 7. Eligible lending institutions shall verify the borrower 

11 is eligible to participate under the provisions of this 

12 section pursuant to rules adopted by the treasurer of state 

13 pursuant to chapter 17A. 

14 Sec. 8. Sections 12.33, 12.40, 12.41, 12.43A, 12.43B, and 

15 15.204,. Code 2005, are repealed. 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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S.F. H.F. --------

1 Section 1. Section 12.31, Code 2005, is amended to read as 

2 follows: 

3 12.31 SHORT TITLE. 

4 This section and sections 12.32 through xz743B 12.43 shall 

5 be known as the "Linked Investments for Tomorrow Act". 

6 Sec. 2. Section 12.32, Code 2005, is amended to read as 

7 follows: 
8 12.32 DEFINITIONS. 

9 As used in section 12.31, this section, and sections xz733 
10 12.34 through.iz743B 12.43, unless the context otherwise 

11 requires: 
12 1. "Eligible borrower" means any person who is il'l-i:he 

13 b~sil'lese-or-is-el'li:eril'lg-i:be-b~sil'less-o£-proa~eil'lg,-preeeseil'lg, 

14 or-mar~ei:±l'lg-bori:±e~li:~ral-erope-or-l'lel'li:rea±i:±ol'lax-erepe-±l'l 

15 i:h±e-ei:ai:e-or-al'ly-pereol'l-±l'l-i:h±s-ei:ai:e-wbo-±e qualified to 

16 participate in one of the programs in this section and 
17 sections iz733 12.34 through xz743B 12.43. "Eligible 

18 borrower" does not include a person who has been determined to 

19 be delinquent in making child support payments or any other 

20 payments due the state. 
21 2. "Eligible lending institution" means a financial 

22 institution that is empowered to make commercial loans and is 

23 eligible pursuant to chapter 12C to be a depository of state 

24 funds. 
25 3. "Linked investment" means a certificate of deposit 

26 p±eeed issued pursuant to this section and sections iz733 

27 12.34 through iz743B-by 12.43 to the treasurer of state w±i:h 

28 Qy an eligible lending institution, at an interest rate l'lot 

29 more-thal'l-three-pereel'lt-bexow-e~rrel'lt-mar~et-rate-ol'l-the 

30 eond±t±ol'l-that-the-±l'let±tttt±on-agreee-to-iend-the-vax~e-o£-the 

31 depoe±t,-aeeord±ng-to-the-±nveetmel'lt-agreement-prov±ded-±n 

32 eeet±ol'1-xz735,-to-an-ex±g±b±e-borrower-at-a-rate-not-to-exeeed 

33 £ottr-pereel'lt-above-the-rate-pa±d-on-the-eert±£±eate-o£ 

34 depos±t7--~he-treae~rer-o£-etate-eha±x-determ±l'le-and-ma~e 

35 ava±±ab±e-the-ettrrent-mar~et-rate-wh±eh-eha±±-be-~eed-eaeh 

-1-
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1 mofith• determined by one of the following: 

2 a. When the current market rate, as determined and made 

3 available by the treasurer of state each month, is five 

4 percent per annum or more, the interest rate per annum shall 

5 be up to three percentage points below the current market 

6 rate. 

7 b. When the current market rate, as determined and made 
8 available by the treasurer of state each month, is less than 

9 five percent per annum, the interest rate per annum shall be 

10 up to sixty percent below the current market rate. 
11 4.--~eHaii£ied-lifi~ed-iftve~tmeftt~-meaft~-a-iift~ed-iftve~tmeftt 

12 ift-whieh-a-eerti£ieate-o£-de~o~it-i~-~iaced-by~the-trea~Hrer 

13 o£-~tate-with-aft-eligibie-iefidiftg-ift~titHtioft-Hftder-the 

14 traditioftai-live~toe~-~rodHeer~-iift~ed-ifive~tmeftt-loan-~rogram 

15 e~tabii~hed-Hftder-~eetioft-l%.43A• 

16 Sec. 3. Section 12.34, Code 2005, is amended to read as 
17 follows: 

18 12.34 LINKED INVESTMENTS -- LIMITATIONS -- RULES --

19 MATURITY AND RENEWAL OF CERTIFICATES. 

20 1. The treasurer of state may invest up to the lesser of 
21 one hundred eight million dollars or tefi twenty-five percent 

22 of the balance of the state pooled money fund in certificates 

23 of deposit in eligible lending institutions as provided in 

24 ~ectioft~ section 12.32 aftd-i%.33, this section, and sections 

25 12.35 through i%.43B 12.43. ~he-moftey~-iftve~ted-~Hr~Hant-to 

26 thi~-~eetion-~haii-be-H~ed-a~-£oiiow~~ 

27 a.--~he-trea~Hrer-o£-~tate-may-iftve~t-H~-to-~ixty-eight 

28 miiiioft-doiiar~-to-~H~~ort-~rogram~-~rovided-ifi-~eetioft~-i%.3% 

29 aftd-i%.33,-thi~-~eet±ofi,-aftd-~eet±oft~-i%.35-throHgh-i%.43B 

30 other-thaft-the-trad±t±oftai-i±ve~toe~-prodHcer~-lifi~ed 

31 ±ftve~tmeftt-ioaft-~rogram-a~-~rovided-ift-~eet±ofi-i%.43A-afid-the 

32 vaitte-added-agr±ettitHrai-i±fi~ed-±ftve~tmeftt-ioaft-program-a~ 

33 prov±ded-±fi-~eet±oft-i%.43B• 

34 b.--~he-trea~Hrer-o£-~tate-~haii-±ft~e~t-the-rema±ft±fig 

35 amoHnt-a~-£oilow~~ 
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1 t~t--A~-leas~-~weft~y-m±ll±oft-dollars-shall-be-ift~es~ed-ift 

2 erder-~o-sHppor~-~he-~rad±~ioftal-li~es~oe~-prodHeers-lift~ed 

3 ±ft~es~meft~-loaft-pro9ram-as-pre~ided-±ft-see~ioft-~%.43A. 

4 t%t--A~-leas~-~weft~y-millioft-dollars-shall-be-ift~es~ed-ift 

5 order-~o-sHppor~-~he-~alHe-added-a9rieHl~Hral~lift~ed 

6 ±ft~es~meft~-loaft-pro9ram-as-pre~ided-ift-see~ioft-~%.43B• 

7 2. a. The treasurer of state shall adopt rules pursuant 

8 to chapter 17A to administer see~iefts section 12.32 aftd-~%.33, 

9 this section, and sections 12.35 through ~%.43B 12.43. 

10 b.--~he-~reasHrer-o£-s~a~e-ift-eoopera~ioft-wi~h-~he-board-o£ 

11 diree~ors-o£-~he-a9rieH~~Hra~-de~e~opmeft~-aH~hori~y-as 

12 es~abl±shed-ift-eee~ioft-~75.3-shal~-adop~-rH~es-£or-~he 

13 admiftis~ra~±oft-e£-~he-~radi~±oftal-li~es~oe~-prodHeers-lift~ed 

14 ift~es~meft~-leaft-pre9ram-as-pre~±ded-ift-see~ioft-~%.43A.--~he 

15 ~reasHrer-o£-s~a~e-ift-eoopera~ioft-wi~h-~he-a9rieHl~Hral 

16 predHe~s-advisory-eoHfteil-es~ablished-ift-see~ioft-~5.%63-shall 

17 adep~-rHles-£er-~he-adm±ft±s~ra~±oft-o£-~he-~alHe-added 

18 a9rieHl~Hra~-lift~ed-ift~es~meft~-loaft-pro9ram-as-provided-ift 

19 see~ioft-~5.%64• 

20 3. A certificate of deposit,-whieh-is-plaeed-by that is 

21 issued to the treasurer of state wi~h Qy an eligible lending 

22 institution on or after July 1, ~996 2006, may be renewed at 

23 the option of the treasurer on an annual basis for a total 

24 term not to exceed five years. ~he-£ollowiftg-shall-apply-~e 

25 ~he-eer~±£±ea~e-o£-deposi~7 

26 a.--Per-a-lift~ed-±ft~es~meft~-o~her-~haft-a-qHali£ied-l±ft~ed 

27 ift~es~meft~,-~he-ift±~ial-eer~±£iea~e-o£-deposi~-£or-a-9±~eft 

28 borrower-sha~~-ha~e-a-ma~Hr±~y-o£-ofte-year.--~he-eer~±£±ea~e 

29 o£-deposi~-may-be-reftewed-oft-aft-aftftHal-bas±s-£or-a-~o~al-~erm 

30 fto~-~o-exeeed-£±~e-years• 

31 b•--Por-a-qtlal±£±ed-lift~ed-iftves~meft~,-~he-ift±~ial 

32 eer~±£iea~e-o£-depes±~-£or-a-9±~eft-borrower-shall-ha~e-a 

33 ma~Hr±~y-o£-ofte-year.--~he-eer~±£±ea~e-o£-depos±~-may-be 

34 reftewed-oft-aft-aftfttlal-basis-£or-a-~o~al-~erm-fto~-~o-exeeed 

35 ~hree-years. 
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1 Sec. 4. Section 12.35, subsection 1, Code 2005, is amended 

2 to read as follows: 

3 1. An eligible lending institution that desires to receive 

4 a linked investment shall enter into an agreement with the 

5 treasurer of state, which shall include requirements necessary 

6 for the eligible lending institution to comply with sections 

7 12.32 through 12.34, this section, and sections 12.36 through 

8 %%.43B 12.43. 
9 Sec. 5. Section 12.36, subsection 2, Code 2005 is amended 

10 to read as follows: 

11 2. Upon acceptance of the linked investment loan package 

12 or any portion of the package, the treasurer of state shall 

13 ~~aee-eer~~£~ea~es-o£ deposit funds with the eligible lending 

14 institution a~-a-ra~e-fto~-more-~haft-~nree-~ereeft~-oe~ow-~ne 
15 ettrreft~-mar~e~-ra~e and the eligible lending institution shall 

16 issue to the treasurer of state one or more certificates of 

17 deposit with interest at a rate determined pursuant to section 

18 12.32, subsection 3. The treasurer of state shall not ~~aee-a 

19 eer~~£~ea~e-o£ deposit funds with an eligible lending 

20 institution pursuant to sections 12.32 ~hrott~h, 12.34, 12.35, 

21 this section, and sections 12.37 through ~%.43B 12.43, unless 

22 the certificate of deposit earns a rate of interest of at 

23 least ~wo one percent. Interest earned on the certificate of 
24 deposit and principal not renewed shall be remitted to the 

25 treasurer of state at the time the certificate of deposit 

26 matures. Certificates of deposit ~~aeed issued pursuant to 

27 sections 12.32 ~hrott~h, 23.34, 12.35, this section, and 

28 sections 12.37 through %z.43B 12.43 are not subject to a 

29 penalty for early withdrawal. 

30 Sec. 6. Section 12.38, Code 2005, is amended to read as 

31 follows: 

32 12.38 REPORTS. 

33 By February 1 of each year, the treasurer of state shall 

34 report on the linked investments for tomorrow programs for the 

35 preceding calendar year to the governor, the department of 
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1 economic development, the speaker of the house of 

2 representatives, and the president of the senate. The speaker 

3 of the house shall transmit copies of this report to the house 

4 co-chair of the joint economic development appropriations 

5 subcommittee and the chairs of the standing committees in the 

6 house which customarily consider legislation regarding 

7 agricultureL and commerce, and economic growth, and the 

8 president of the senate shall transmit copies of this report 

9 to the senate co-chair of the joint economic development 

10 appropriations subcommittee and the chairs of the standing 

11 committees in the senate which customarily consider 

12 legislation regarding agricultureL and commerce, and economic 
13 growth. The report shall set forth the linked investments 

14 made by the treasurer of state under the program during the 

15 year, the total amount deposited, the number of deposits, and 

16 an estimate of foregone interest, and shall include 

17 information regarding the nature, terms, and amounts of the 

18 loans upon which the linked investments were based and ~ne ~ 

19 listing of eligible borrowers to which the loans were made. 

20 Sec. 7. Section 12.43, Code 2005, is amended to read as 

21 follows: 
22 12.43 P9€6SEB SMALL BUSINESS LINKED INVESTMENTS PROGRAM 

23 CREATED -- DEFINITIONS. 

24 The treasurer of state shall adopt rules to implement a 

25 £oe~sed small business linked investments program to increase 

26 the availability of lower cost funds to inject needed capital 

27 into small businesses owned and operated by-wemen-er 

28 minori~ies in this state by residents of this state, which is 

29 the public policy of the state. The rules shall be in 

30 accordance with the following: 

31 1. As used in this section~L 

32 a.--ua±sab±i±~yu-±s-def±ned-as-~re~±ded-±n-see~±en-iS.iS%7 

33 s~bsee~±en-5. 

34 b.--uPee~sed small business" means a one of the following: 

35 a. A new small business wn±en-±s-f±f~y-ene-~ereen~-er-mere 
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1 owned7-ope~a~ed,-and-ae~~~e~y-mana9ed-by-one-o~-mo~e-women, 

2 m~no~±~y-pe~sons,-o~-pe~sons-w±~h-a-d±sab±~±~y,-p~o~±ded-~he 

3 btls±ness that meets all the requirements of subsection 5. 

4 e.--uMa;o~-i±£e-ae~±v±tyll-~s-de£~ned-as-p~o~~ded-±n-see~±on 

5 i5.i9%7-stlbseet~on-5. 

6 d.--llM±no~±ty-pe~sonll-±s-de£~ned-as-p~ov±ded-~n-see~±on 

7 i5.i9%,-stlbseet±on-5. 

8 b. An existing small business that meets all of the 

9 requirements of subsection 5 where local competition does not 

10 exist in the principal area of business activity of the 
11 existing small business, and the loss of the existing small 

12 business would result in a hardship on the community. 

13 2~ Loan applications for a £oetlsed new small business 

14 shall be for the purchase of land, improvements, fixtures, 

15 machinery, inventory, supplies, equipment, information 

16 technology, or licenses, or patent, trademark, or copyright 

17 fees and expenses. Loan applications for the transfer of an 

18 existing small business shall be to assist in the transfer of 

19 ownership of retail, wholesale, manufacturing, service, or 

20 agricultural business that may close in the absence of 
21 sufficient financial assistance. 

22 3. During the lifetime of this loan program, the maximum 

23 amount of assistance that an eligible borrower or business may 
24 borrow or receive through this loan program shall be one two 

25 hundred thousand dollars. An eligible borrower or business 

26 under this program shall be limited to one loan from one 

27 financial institution. 

28 4. A preference shall be given to those persons who are 

29 less able than other persons to secure funds for a £oetlsed 

30 small business without participation in the £oetlsed small 

31 business linked investment program. 

32 5. In order to qualify under this program, all owners of 

33 the business or borrowers must not have a combined net worth 

34 exceeding £±~e seven hundred fifty thousand dollars as defined 

35 in rules adopted by the treasurer of state pursuant to chapter 
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1 17A and the £oeHsed small business must meet all of the 

2 following criteria: 

3 a. Be a for-profit business. 

4 b. Have annual gross sales of two million dollars or less 

5 at the time the application is submitted under section 12.35. 

6 c. Not be operated out of the home of any person, unless 

7 the person is eligible for a deduction on federal income taxes 

8 pursuant to 26 u.s.c. § 280A. 

9 d. Not involve real estate investments, rental of real 

10 estate, leasing of real estate, or real estate speculation. 

11 e. Liquor, beer, and wine sales must not exceed twenty 

12 percent of annual sales for establishments holding a class "C" 

13 liquor license issued pursuant to section 123.30. 

14 f. If an application involves the transfer of an existing 

15 small business, the transfer must be by purchase, lease-

16 purchase, or contract of sale. The purchase must be for all 

17 or a portion of the business which is essential to its 

18 continued viability, including land where the business is 

19 located, fixtures attached to the land, machinery, inventory, 

20 supplies, eguipment, information technology, or licenses, 

21 patents, trademarks, copyrights, or other intellectual 

22 property relied upon by the business, and inventory for sale . 
23 by the business. 

24 g. A borrower and the seller of an existing small business 

25 shall not be within the third degree of consanguinity or 

26 affinity. 

27 6. Loan proceeds shall not be used to refinance existing 

28 debt, including credit card debt. However, proceeds may be 

29 used to refinance a short-term bridge loan made in 

30 anticipation of the treasurer of state's approval of the 

31 linked investment loan package. 

32 7. Eligible lending institutions shall verify the borrower 

33 is eligible to participate under the provisions of this 

34 section pursuant to rules adopted by the treasurer of state 

35 pursuant to chapter 17A. 
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1 Sec. 8. Sections 12.33, 12.40, 12.41, 12.43A, 12.43B, and 

2 15.204, Code 2005, are repealed. 

3 EXPLANATION 

4 This bill relates to the linked investments for tomorrow 

5 Act. 
6 The bill eliminates the rural small business transfer 

7 linked investment loan program, the horticultural and 
8 nontraditional crops linked investment loan program, the 

9 traditional livestock producer's linked investment loan 
10 program, and the value-added agricultural linked investment 

11 loan program. The bill makes conforming amendments. 

12 The bill changes the method for determining the interest of 

13 a certificate of deposit issued under the small business 

14 linked investments program to the treasurer of state by an 

15 eligible lending institution. The bill provides two 

16 possibilities. One possibility is when the current market 
17 rate, as determined and made available by the treasurer of 

18 state each month, is 5 percent per annum or more, the interest 

19 rate per annum shall be up to 3 percentage points below the 

20 current market rate. The second possibility is when the 

21 current market rate, as determined and made available by the 
22 treasurer of state each month, is less than 5 percent per 

23 annum, the interest rate per annum shall be up to 60 percent 

24 below the current market rate. The bill makes conforming 

25 amendments. 

26 The bill changes the amount of moneys the treasurer of 

27 state may invest under the linked investments program. 

28 Currently, the treasurer of state may invest up to the lesser 

29 of $108 million or 10 percent of the balance of the state 

30 pooled money fund. The bill increases the allowable 

31 percentage from 10 percent to 25 percent. 

32 The bill provides that a certificate of deposit issued by 

33 an eligible lending institution to the treasurer of state 

34 under the program may be renewed at the option of the 

35 treasurer on an annual basis for a total term not to exceed 
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1 five years. 

2 The bill changes the name of the focused small business 

3 linked investments program to the small business linked 

4 investments program. The bill changes the eligibility 

5 criteria under the program. Currently, the program is 

6 available to new small businesses meeting certain criteria 
7 which is 51 percent or more owned, operated, and actively 

8 managed by one or more women, minority persons, or persons 

9 with a disability. The bill eliminates the requirement 

10 regarding ownership, operation, and active management of the 

11 business. The bill provides that a new or existing small 

12 business is eligible if all owners of the business or 

13 borrowers do not have a combined net worth exceeding $750,000 

14 and if the business is a for-profit business, has annual gross 
15 sales of $2 million or less, is not operated out of the home 

16 of any person unless certain criteria are met, does not 

17 involve real estate investments, rental of real estate, 

18 leasing of real estate, or real estate speculation, and 

19 liquor, beer, and wine sales do not exceed 20 percent of 

20 annual sales for certain liquor license holders. The bill 

21 provides that, if an application involves the transfer of an 

22 existing small business, the transfer must be by purchase, 

23 lease-purchase, or contract of sale. The bill provides that a 
24 borrower and the seller of an existing small business shall 
25 not be within the third degree of consanguinity or affinity. 

26 The bill provides an additional requirement for existing small 

27 businesses that local competition does not exist in the 

28 principal area of business activity of the existing small 

29 businesses. 

30 

31 
32 

33 

34 

35 
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HOUSE FILE 2661 

AN ACT 
RELATING TO THE LINKED INVESTMENTS FOR TOMORROW ACT. 

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

Section 1. Section 12.31, Code 2005, is amended to read as 
follows: 

12.31 SHORT TITLE. 
This section and sections 12.32 through %i743B 12.43 shall 

be known as the "Linked Investments for Tomorrow Act". 

Sec. 2. Section 12.32, Code 2005, is amended to read as 
follows: 

12.32 DEFINITIONS. 
As used in section 12.31, this section, 'and sections %i733 

12.34 through %iT43B 12.43, unless the context otherwise 
requires: 

1. "Eligible borrower" means any person who is in-~he 
b~siness-or-is-en~ering-~he-b~siness-o£-proe~eingT-proeessingT 

or-marke~ing-hor~ie~%~~ra%-erops-er-nen~raei~iona%-erops-in 

~his-s~a~e-or-any-persen-in-~his-s~a~e-who-is qualified to 
participate in one of the programs in this section and 
sections %iT33 12.34 through %iT43B 12.43. "Eligible 
borrower" does not include a person who has been determined to 
be delinquent in making child support payments or any other 
payments due the state. 

• • 
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2. "Eligible lending institution" means a financial 
institution that is empowered to make commercial loans and is 
eligible pursuant to chapter 12C to be a depository of state 
funds. 

3. "Linked investment" means a certificate of deposit 
p%aeee issued pursuant to this section and sections %iT33 
12.34 through %iT43B-by 12.43 to the treasurer of state wi~h 
Qy an eligible lending institution, at an interest rate not 
more than three percent below current market rate on the 
condition that the institution agrees to lend the value of the 
deposit, according to the investment agreement provided in 
section 12.35, to an eligible borrower at a rate not to exceed 
four percent above the rate paid on the certificate of 
deposit. The treasurer of state shall determine and make 
available the current market tate which shall be used each 
month. 

4T--ue~a%i£iee-%inkee-in~es~men~u-meane-a-%inkee-in~es~men~ 

in-whieh-a-eer~i£iea~e-e£-eeposi~-is-p%aeee-by-~he-~reas~rer 

o£-s~a~e-wi~h-an-e%igib%e-%eneing-ine~i~~~~on-~neer-~he 

~raei~~ona%-%i~es~oek-proe~eere-%inkee-in~es~men~-%oan~program 

es~ab%ishee-~neer-see~ion-%iT43AT 

Sec. 3. Section 12.34, Code 2005, is amended to read as 
follows: 

12.34 LINKED INVESTMENTS-- LIMITATIONS RULES --
MATURITY AND RENEWAL OF CERTIFICATES. 

1. The treasurer of state may invest up to the lesser of 
one hundred eight million dollars or ~en twenty-five percent 
of the balance of the state pooled money fund in certificates 
of deposit in eligible lending institutions as provided in 
see~ions section 12.32 ane-%iT33, this section, and sections 
12.35 through·%iT43B 12.43. ~he-moneys-in~es~ee-p~rs~an~-~o 

~hie-see~ion-sha%%-be-~eee-es-£o%%ows~ 

aT--~he-~rees~rer-o£-s~aee-may-invese-~p-eo-sixey-eighe 

mi%%ion-eo%%ars-eo-s~ppore-programs-provieee-in-seetions-%iT3i 
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and-%%T33T-this-seeeionT-and-seeeions-%iT35-ehro~~h-%z•43B 

oeher-ehan-ehe-eradieiona%-%iveseoe~-prod~eers-%in~ed 

invesemene-%oan-pro~ram-as-provided-in-seeeion-%zT43A-and-ehe 

vei%~e-added-a~rie~%e~ra%-H:nlted-invest:ment:-%oan-pro~ram-as 

provided-in-seeeion-%iT43BT 
b.--~he-ereas~rer-o£-st:aee-sha%%-invese-the-remainin~ 

amo~ne-as-£o%%ows~ 

t%t--Ae-%east:-eweney-mi%%ion-do%%ars-sha%%-be-inveseed-in 
order-t:e-s~ppert:-t:he-eradit:iena%-%ivest:eelt-prod~eers-%inlted 

invest:ment:-%ean-pro~ram-as-provided-in-seeeien-%%T43AT 

tzt--Ae-%east:-eweney-mi%%ion-de%%ars-sha%%-be-inveseed-in 
order-eo-s~pport:-ehe-va%~e-added-a~rie~%t:~ra%-%inlted 

invest:mene-%ean-pre~ram-as-provided-in-seeeion-%%T43BT One­
half of the moneys invested pursuant to this section shall be 
made available under the progtam implemented pursuant to 
section 12.43 to increase the availability of lower cost 
moneys for purposes of injecting needed capital into small 
businesses which are fifty-one percent or more owned, 
operated, and actively managed by one or more women, minority 
persons, or persons with disabilities. "Disability" means the 
same as defined in section 15.102, subsection 5. A "minority 
person" means the same as defined in section 15.102, 
subsection 5. The treasurer shall invest the remaining one­
half of the moneys invested pursuant to this section to 
support any other eligible applicant as provided in section 
12.43. 

2. aT The treasurer of state shall adopt rules pursuant 
to chapter 17A to administer seet:iens section 12.32 and-%iT33, 
this section, and sections 12.35 through %iT43B 12.43. 

bT--~he-ereas~rer-e£-st:at:e-in-eoeperat:ion-wit:h-t:he-beard-ef 

direet:ors-o£-ehe-a~rie~%e~ra%-deve%opment:-a~t:horit:y-as 

est:ab%ished-in-seet:ion-%T5T3-sha%%-adope-r~%es-£or-ehe 

administ:raeion-o£-ehe-eradit:iona%-%ivest:oelt-prod~eers-%inlted 

invesemene-%oan-pre~ram-as-previded-in-seeeien-%%T43AT--~he 
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t:reas~rer-e£-seat:e-in-eeeperat:ien-wieh-ehe-a~rie~%e~ra% 

prod~ees-advisory-ee~nei%-eseab%ished-in-seeeien-%5Tz93-sha%i 

a•epe-r~%es-£er-t:he-administ:rat:ien-o£-t:he-vai~e-added 

a~rie~it:~ra%-%inlted-invest:ment:-%ean-pro~ram-as-provided-in 

seeeien-%5Tz94T 
3. A certificate of deposity-whieh-is-p%aeed-by that is 

issued to the treasurer of state with Qy an eligible lending 
institution on or after July 1, %996 2006, may be renewed at 
the option of the treasurer on an annual basis for a total 
term not to exceed five years. ~he-fe%%ewin~-sha%i-app%y-ee 

t:he-eereifieaee-o£-depesie~ 

aT--Per-a-%inlted-invest:mene-eeher-t:han-a-q~a%i£ied-iinlted 

invesementT-t:he-init:ia%-eert:ifieat:e-o£-deposit:-for-a-~iven 

borrewer-sha%%-have-a-mat:~riey-o£-one-yearT--~he-eereifieaee 

ef-depesit:-may-be-renewed-en-an-ann~a%-basis-for-a-eet:a%-t:erm 

net:-t:e-exeeed-five-yearsT 
bT--Per-a-q~a%ified-%inlted-invesemeney-ehe-inieia% 

eereifieat:e-e£-deposie-for-a-~iven-borrower-sha%%-have-a 

mat:~rit:y-of-ene-yearT--~he-eereifieat:e-o£-deposit:-may-be 

renewed-en-an-ann~a%-basis-for-a-t:ot:a%-t:erm-noe-to-exeeed 

t:hree-yearsT All participants with certificates of deposit 
issued prior to July 1, 2006, are subiect, for renewal 
certificates of deposit, to the requirements and terms 
applicable to the certificates of deposit issued prior to July 
1, 2006. 

Sec. 4. Section 12.35, subsection 1, Code 2005, is amended 
to read as follows: 

1. An eligible lending institution that desires to receive 
a linked investment shall enter into an agreement with the 
treasurer of state, which shall include requirements necessary 
for the eligible lending institution to comply with sections 
12.32 through 12.34, this section, and sections 12.36 through 
iiT43B ~. 

• 
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Sec. 5. Section 12.36, subsection 2, Code 2005, is amended 
to read as follows: 

2. Upon acceptance of the linked investment loan package 
or any portion of the package, the treasurer of state shall 
~~aee-eere*r*eaees-er deposit funds with the eligible lending 
institution ae-a-raee-ftee-mere-ehaft-ehree-~ereefte-be~ew-ehe 
e~rrefte-mar~ee-raee and the eligible lending institution shall 
issue to the treasurer of state one or more certificates of 
deposit with interest at a rate determined pursuant to section 
12.32, subsection 3. The treasurer of state shall not ~~aee-a 
eere*£~eaee-e£ deposit funds with an eligible lending 
institution pursuant to sections 12.32 ehre~gh, 12.34, 12.35, 
this section, and sections 12.37 through ~2~43B 12.43, unless 
the certificate of deposit earns a rate of interest of at 
least ewe one percent. Interest earned on the certificate of 
deposit and principal not renewed shall be remitted to the 
treasurer of state at the time the certificate of deposit 
matures. Interest from the linked investments for tomorrow 
program shall be considered earnings of the general fund of 
the state. Certificates of deposit ~~aeed issued pursuant to 
sections 12.32 ehre~gh, 12.34, 12.35, this section, and 
sections 12.37 through %2~43B 12.43 are not subject to a 
penalty for early withdrawal, 

Sec. 6. Section 12.38, Code 2005, is amended to read as 
follows: 

12.38 REPORTS, 
By February 1 of each year, the treasurer of state shall 

report on the linked investments fo~ tomorrow programs for the 
preceding calendar year to the governor, the department of 
economic development, the speaker of the house of 
representatives, and the president of the senate. The speaker 
of the house shall transmit copies of this report to the house 
co-chair of the joint economic development appropriations 
subcommittee and the chairs of the standing committees in the 

• • 
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house which customarily consider legislation regarding 
agriculturaL aftd commerce, and economic growth, and the 
president of the senate shall transmit copies of this report 
to the senate co-chair of the joint economic development 
appropriations subcommittee and the chairs of the standing 
committees in the senate which customarily consider 
legislation regarding agricultureL aftd commerce, and economic 
growth. The report shall set forth the linked investments 
made by the treasurer of state under the program during the 
year, the total amount deposited, the number of deposits, and 
an estimate of foregone interest, and shall include 
information regarding the nature, terms, and amounts of the 
loans upon which the linked investments were based and ehe ~ 
listing of eligible borrowers to which the loans were made. 

Sec. 7. Section 12.43, Code 2005, is amended to read as 
follows: 

12.43 PeeeSBB SMALL BUSINESS LINKED INVESTMENTS PROGRAM 
CREATED -- DEFINITIONS. 

The treasurer of state shall adopt rules to implement a 
£ee~sed small business linked investments program to increase 
the availability of lower cost funds to inject needed capital 
into small businesses owned and operated by-wemeft-er 

m*fter*e*es in this state by residents of this state, which is 
the public policy of the state. The rules shall be in 
accordance with the following: 

1. As used in this section~L 
aT--~B*sab*%*ey~-*s-de£ifted-as-~reYided-~ft-seeeieft-%5T%9iT 

s~bseeeieft-5~ 

b~--~Pee~sed-ama%% "small business" means a one of the 
following: 
~ new or existing small business wh~eh-*•-£*fey-efte 

~ereefte-er-mere-ewfted,-e~eraeedT-aftd-aee~ve~y-maftaged-by-efte 

er-mere-wemeftT-m~fteriey-~erseftBT-er-~ersofts-wieh-a-disabi%ieyT 

~reYided-ehe-b~siftess that meets all the requirements of 
subsection 5. 

H.F. 2661 
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eT--uMa;er-%~£e-aee~•*eru-~s-de£~fted-as-~rev~ded-~ft-seee*eft 

%5T%8z7-sueseee~eft-5T· 

dT--uM~fter~ey-~erseftu-~s-de£~fted-as-~rev~ded-~ft-seee*eft 

%5T%8zy-stteseee*eft-5T 
b. For applications to transfer an existing small business 

to a new owner, the small business must also meet the 
requirements of subsection 5 when local competition does not 
exist in the principal area of business activity of the 
existing small business, and the loss of ·the existing small 
business would result in a hardship on the community. 

2. Loan applications for a £eettsed new or existing small 
business shall be for the purchase of land, improvements, 
fixtures, machinery, inventory, supplies, equipment, 
information technology, or licenses, or patent, trademark, or 
copyright fees and expenses. 'Loan applications for the 
transfer of an existing small business shall be to assist in 
the transfer of ownership of retail, wholesale, manufacturing, 
service, or agricultural business that may close in the 
absence of sufficient financial assistance. 

3. During the lifetime of this loan program, the maximum 
amount of assistance that an eligible borrower or business may 
borrow or receive through this loan program shall be efte two 
hundred thousand dollars. An eligible borrower or business 
under this program shall be limited to one loan from one 
financial institution. 

4, A preference shall be given to those persons who are 
less able than other persons to secure funds for a £eeused 
small business without participation in the £eettsed small 
business linked investment program.' 

5. In order to qualify under this program, all owners of 
the business or borrowers must not have a combined net worth 
exceeding £~ve seven hundred fifty thousand dollars as defined 
in rules adopted by the treasurer of state pursuant to chapter 
17A and the £eeusea small business must meet all of the 
following criteria: 
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a. Be a for-profit business. 
b. Have If an application involves an existing business or 

the transfer of an existing business to a new owner, the 
business must have annual ~ sales of two million dollars 
or less at the time the application is submitted under section 
12.35. 

c. Not be operated out of the home of any person, unless 
the person is eligible for a deduction on federal income taxes 
pursuant to 26 u.s.c. S 280A. 

d. Not involve real estate investments, rental of real 
estate, leasing of real estate, or real estate speculation. 

e. Liquor, beer, and wine sales must not exceed twenty 
percent of annual sales for establishments holding a class "C" 
liquor license issued pursuant to section 123.30. 

f. If an application involves the transfer of an existing 
small business, the transfer must be by purchase, lease­
purchase, or contract of sale. The purchase must be for all 
or a portion of the business which is essential to its 
continued viability, including land where the business is 
located, fixtures attached to the land, machinery, inventory, 
supplies, equipment, information technology, or licenses, 
patents, trademarks, copyrights, or other intellectual 
property relieg upon by the business, and inventory for sale 
by the business. 

6, Loan proceeds shall not be used to refinance existing 
debt, including credit card debt. However, proceeds may be 
used to refinance a short-term bridge loan made in 
anticipation of the treasurer of state's approval of the 
linked investment loan package. 

7. Eligible lending institutions shall verify the borrower 
is eligible to participate under the provisions of this 
section pursuant to rules adopted by the treasurer of state 
pursuant to chapter 17A. 
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Sec. 8. Sections 12.33, 12.40, 12.41, 12.43A, 12.43B, and 

15.204, Code 2005, are repealed. 

CHRISTOPHER C. RANTS 
Speaker of the House 

JEFFREY M. LAMBERTI 

President of the Senate 

I hereby certify that this bill originated in the House and 

is known as House File 2661, Eighty-first General Assembly • 

Approved ---------------' 2006 

THOMAS J. VILSACK 

Governor 

MARGARET THOMSON 

Chief Clerk of the House 
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