
REPORT OF THE SERVICE COMMITTEE 

TO THE LEGISLATIVE COUNCIL 

July 17, 1985 

The Service Committee met on Tuesday, July 16, 1985 and makes the 
following recommendations to the Legislative Council: 

1. That the Request for Proposal for the comparable worth study 
approved by the Legislative Council at the June 19, 1985 Counci~ 
meeting be amended on page 2, item 4, paragraph c, to read that the 
final report of the study be presented no later than April 1, 1986 
and the study be conducted both prior to and during the 1986 
legislative session. In addition, that Mr. Koebernick be directed to 
inform all potential bidders of the change in the deadline date. 

2. That the salary level of Ms. Laverne Swanson, Administrative 
Code Assistant, Deputy Code Editor's Office, be increased from pay 
grade 28, step 4, to pay grade 28, step s. 

3. That the Director of the Computer Support Bureau be granted a 
merit salary increase approximately equivalent to a step increase. 

~ 4. That the Deputy Code Editor be granted a merit salary increase 
approximately equivalent to a step increase. 

5. That Ms. Gloria St. Peter be employed by the Legislative 
Fiscal Bureau as a Legislative Analyst I at pay grade 24, step 1. 

Respectful·ly submit ted, 

REPRESENTATIVE JOHN H. CONNORS 
Chairman 



REPORT OF THE STUDIES COMMITTEE 

TO THE LEGISLATIVE COUNCIL 

July 17, 1985 

The Studies Committee met on July 17, 1985 to consider interim 
study requests and the appointment of legislative and public members 
to interim study committees and makes the following recommendations: 

1. That the following two study committees be established with 
five senate members and five house members and three meeting days 
authorized for each study committee: 

a. Local Government Structure Study Committee -

Evaluation of the Iowa ACIR Report on alternative 
forms of local government with recommendations for 
legislation regarding authorization for local 
governments to change their governmental structure. 

b. Transportation Funding Study Committee -

Evaluation of the capacity of road·funds to 
accommodate state economic development goals under 
the current distribution formula/classification 
including the funding for the needs of those roads 
transferred between juri.sdictions. 

u 

2. That the legislative and public members selected for 
membership on the respective study committees by the speaker of the 
house, minority leader of the house,· and majority and minority 
leaders of the senate be approved as submitted. 

Respectfully submitted, 

SPEAKER DONALD AVENSON 
Chairman 
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SUMMARY OF RECOMME NDATION& 

The recommendations presented here in s umma ry form a re discussed 
in fuller detail in the appropriate sections of t he repo r t. 
Recommendations are offered in the following areas: s hort - te r m 
fi nancing , long-te rm financing, venture capital , far m f i nance, 
and seneral . 

?ECOM M ~ ~DAT! ONS : SHO~T-TERM FINANCI NG 

T~ese r ecommenda ti ons would affect s ho rt- to mediu m- tee~ l oar.s . 

~ x~and and Refi ne the State Treas urer's Linked Deoosit Pl an 

This program would be more effective if the fo llowi ng 
modifications we re made: 

o extend th e deposit term from six months to on e year or mo re 
if possible, because six-mont h deposi t s are to o short t o 
encourage the ba nk s to make more loans . In fact, placins 
short-term deposits may have an adverse ef f ect by 
encouraging banks to make very s ho rt-ter m loans that are 
very risky for the borrowing business. 

o place deposits only with institutions that have shown a 
willingness to serve the financial needs of their 
communities. For example, banks with l ow loan-to-asset 
ratios (perhaps below· 45 percent) should not be eligible to 
participate unless they show a willingness and abil i t y t o 
boost their loan-to- asset ratio. Institutions with good 
community lending records might be eligible to go through 
the queue more rapidly than others. Close cooperation with 
the bank regulating agencies and scrutiny of each bank's 
community investment statement would help in determining 
eligibility. 

o obtain r eports from the banking regulators to determine the 
institut i on's safety before making the deposits. Depositing 
funds within the state prov i des the opportunity to closel y 
monitor the safety of those funds. Therefore, the 
examiners ' knowledge of the local institutions should be 
used to its fullest a·dvantage for this purpose. 

o consider placing extra amounts with banks that are member s 
of reg ional consortia, which make larger loans for longer 
terms than the typical loan. 

Study the Problem of Bank Lending Practices in More Detail 

o Conduct more in-depth analyses, based on accurate statist i cs 
which can only be obtained by bank examiners. Such analyses 
are needed to determine the extent of lending problems and 
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their under l y ing ca uses . The p r oblem can be a tt r i b uted t o 
f o ur ma j or fact o rs: t he sma l l s ize of ma ny Iowa banks, 
the i r limi t ed ab i l i t y t o evaluate a nd make bu s in ess and 
commerc i a l l oans, l ack o f d emand f r om c r ed i tworthy fi rms , 
and l a c k of bank in i tiative and c ommun it y responsib i lit y . A 
s u r ve y could a ugme nt bas i c statis tics . 

Prov i d e Trai c i na f o : Bea k Loan Of ficers 

o Ut ilize t he sta t e ' s exis~ing j o bs traini ng ? r og r affi ( " 622 " ) 
t o fu nd trai ning f o r loan o f ficers. I t ~igh t be poss ible t o 
i nc r ease d emand o f c r editwo r th y fi r ms b y ~elping lender s anc 
l oan appli c an t s t o unde r stand e ach ot her 's ne eds . Wh il e 
s e ve r al p r ograms a t t he st a t e a nd loc al leve l can help 
app l ic a nts lea rn t o p re par e bu s in es s plans and loan 
app l i ca t ions, non e now add r e s s the ba nk loan o ff icers' level 
of experti s e. Ther e i s eviden c e t hat in ! owa , as in most 
states, many loan officer s ha ve no t had a n y forma l train ing 
i n fac ilit~ting l end i ng . Smal l ba nk s o ften l ack t he 
resourc e s t o tr ain the i r pe rso nne l t o hand le certain t ypes 
o f l oans and t o take a c ooperati ve approac h t owa rds 
r e l a t ive l y unsophis ti ca t ed bo rr ower s . 

RECOMME NDATIONS: LONG-TERM FINANCING 

Thi s recommendat ion a pp l ies t o insurance c o mpanies . 

o Reduce by up t o 1 percent the premium tax fo r insu r ance 
companies and o t her entit i es subject t o t he tax, p r ovided 
the y make a dd i t ional investments in I owa . Th e dollar value 
of t he tax cut cou l d be applied to inc reas e the yi e ld s on 
Iowa inves~ment opportunities to make t hose yi e l d s more 
attract ive t han other oppo r tunities nat i onw ide . Ad ditiona l 
financ ing for mortgages and more equ i t y in teres ts in 
large-scale development could be encouraged . 

This recommendat i on applies t o government as sistance at the 
state and loca l level . 

o Me r ge t he administration of go vernment ass i s ted long - term 
financ i ng prog r ams with the administrat ion of sho rt - term 
assistance s o that a business can go t o a one-stop 
informat i on center to package its financing . 

RECOMMENDATI ONS; VENTURE CAPITAL 

o Consider authorizing an Iowa income tax exempt ion for a 
portion of the proceeds of gains from investments i n new 
produc~ development and first-stage venture capita l . 

o Improve the techn i cal capacity of the Iowa Produc t 
Development Corporation to evaluate oppor t uni ti es. 
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o Limit state financial support for research and development 
through the High-Technology Council to projects that have a 
commercial partner. Noncommercial basic research can be 
funded in other ways. 

o Expand and restructure an independent n9npartisan board of 
technical and financial experts who will approve grant 
applications. 

RECOM~·l END~.; I ON; : ;\P.~l :I ~~~.NC E 

0 Create AGVEN, a farm venture capital pool for Iowa 
investors. Investment would be made in farm enterprises 
that offer ·significant prospects for growth of capital over 
the next five to ten years. This category could include 
farms that are on the brink of foreclosure as well as more 
stable enterprises. Farmers would have an option to buy 
back the equity taken by investors after a·specific period 
of time. AGVEN would help reduce the excess·ive debt carried 
by many farmers and provide the working capital need~d to 
make farm operations profitable. 

RECOMMENDATION; GENERAL 

Set up an Interim Study Committee on State Economic Development 
Finance to further explore th~ real capital gaps and to consider 
legislation that would encourage more private investment through 
tax exemptions and more publicly assisted investment. 
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