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CHAPTER 1
GENERAL

265—1.1(16) Purpose. This chapter describes the mission, organization, programs and operations of the
Iowa finance authority (authority), including the office where and the means by which interested persons
may obtain information and make submissions or requests.

265—1.2(16) Mission. The authority was established in 1975 pursuant to lowa Code chapter 16. The
mission of the authority is to finance, administer, advance and preserve affordable housing and to promote
community and economic development for lowans.

265—1.3(16) Organization, programs and operations.

1.3(1) Location. The main office of the authority is located at 2015 Grand Avenue, Des Moines,
Iowa 50312. Office hours for the authority are 8 a.m. to 4:30 p.m., Monday through Friday, excluding
legal holidays.

The title guaranty division (division) of the authority is located at 2015 Grand Avenue, Des Moines,
Iowa 50312. Office hours for the division are 8 a.m. to 4:30 p.m., Monday through Friday, excluding legal
holidays. Additional information concerning the division can be found in Chapter 9 of the authority’s
administrative rules (265—Chapter 9).

The authority’s Web site address is www.iowafinanceauthority.gov, and its telephone and facsimile
numbers are: (515)725-4900 (general); 1-800-432-7230 (toll-free); 1-800-618-4718 (TTY); and
(515)725-4901 (facsimile).

1.3(2) Authority board and staff. The powers of the authority are vested in and exercised by a board
of nine members, appointed by the governor and subject to confirmation by the senate. A chairperson,
vice-chairperson and treasurer are elected annually by the members, generally at the July board meeting
each year. Authority staff consists of an executive director, also appointed by the governor and subject
to confirmation by the senate, and additional staff as approved by the executive director.

1.3(3) Meetings. Regular meetings of the authority shall be held on the first Wednesday of each
month, unless another time of meeting is designated by the authority. Meetings may also be held at the
call of the chairperson or whenever two members so request. The purposes of such meetings shall be to
review progress in implementation and administration of authority programs, to consider and act upon
proposals for authority assistance, to establish policy as needed, and to take other actions as necessary
and appropriate. The authority will give advance public notice of the specific date, time and place of
each authority meeting, and will post the tentative agenda for each meeting at the main office of the
authority, as well as on the authority’s Web site, at least 24 hours before commencement of the meeting.
Meetings may occasionally be conducted by electronic means. Any interested party may attend and
observe board meetings except for any portion of a meeting that may be closed pursuant to lowa Code
section 21.5. Minutes of meetings are available for viewing at the authority’s offices or via the authority’s
Web site. Five members of the board constitute a quorum and the affirmative vote of a majority of the
appointed board members is necessary for any substantive action taken by the authority. The majority
shall not include any member who has a conflict of interest, and a statement of a conflict of interest shall
be conclusive for this purpose.

1.3(4) Programs of the authority. The authority’s program subdivisions include: housing, economic
development, state revolving fund, and title guaranty division. The authority operates the following
programs, among others (this list is not exhaustive), under these subdivisions:

a. Housing: FirstHome, FirstHome Plus, Housing Assistance Fund, lowa Housing Assistance
Program, Low-Income Housing Tax Credits, Mortgage Credit Certificates (MCCs), Multifamily
Preservation Loans, State Housing Trust Fund and Section 8 Contract Administration.

b.  Economic development: Main Street Revitalization Loans, Economic Development Loans and
Private Activity Bond Cap Allocation.

c.  State revolving fund: Iowa Water Pollution Control and Drinking Water Facilities Financing
Program.
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d.  Title guaranty division: Issuance of Title Guaranty Certificates.

1.3(5) Administration of programs. The authority may adopt manuals, instructions or other
statements as necessary to assist its employees in administering its programs and to permit persons
and organizations to participate in such programs. Copies of all such manuals, instructions and other
statements shall be kept in the authority’s offices and are available for public inspection unless excepted
under applicable law.

265—1.4(16) Location where the public may submit requests or obtain information. Requests
for assistance, information, inquiries, submissions, petitions and other requests may be directed to the
authority at the address set forth in subrule 1.3(1). Requests may be made personally or by telephone,
mail, E-mail or any other medium available.

265—1.5(16) Forms. The executive director shall prepare and, as needed, revise and amend such forms
as necessary for administration of authority programs. The number and type of forms shall be sufficient
to safeguard the interests of the authority. The authority shall annually assess the effectiveness of its
administrative procedures, including all forms, and make any modifications which, in the judgment of
the authority, are necessary or would facilitate efficient authority operations.
These rules are intended to implement Iowa Code sections 17A.3(1) and 16.5(17).
[Filed 5/11/77, Notice 4/6/77—published 6/1/77, effective 7/6/77]
[Filed emergency 6/11/82—published 7/7/82, effective 6/11/82]
[Filed 12/17/82, Notice 7/7/82—published 1/5/83, effective 2/9/83]
[Filed emergency 12/23/83—published 1/18/84, effective 12/23/83]
[Filed emergency 6/28/84—published 7/18/84, effective 7/1/84]
[Filed emergency 7/26/85—published 8/14/85, effective 7/26/85]
[Filed 3/19/91, Notice 10/17/90—published 4/3/91, effective 5/8/91]
[Filed emergency 9/3/99 after Notice 4/21/99—published 9/22/99, effective 9/3/99]
[Filed emergency 7/14/00 after Notice 5/3/00—published 8/9/00, effective 7/14/00]
[Filed 6/8/01, Notice 4/4/01—published 6/27/01, effective 8/1/01]
[Filed 11/6/03, Notice 9/3/03—published 11/26/03, effective 12/31/03]
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CHAPTER 2
LOAN PROGRAMS

GENERAL PROVISIONS

265—2.1(16) Administrative agents. The authority may contract with an administrative agent or agents
to provide origination and servicing of mortgage and temporary loans on behalf of the authority, and to
provide a level of services on behalf of the authority as it would customarily provide on mortgage or
temporary loans made of its own account.

This rule is intended to implement lowa Code sections 16.5(5), 16.5(14), 16.12(3).

TERMS AND CONDITIONS

265—2.2(16) Interest and fees. The authority may establish fees for its services and shall establish
interest on all loans. Such fees and interest shall be based on its estimate of interest cost on its bonds and
notes, administrative costs, and reserve requirements.

This rule is intended to implement Iowa Code sections 16.12(4), 16.14(4), 16.5(15).

265—2.3 Amortization. Rescinded IAB 4/3/91, effective 5/8/91.

265—2.4(16) Loan conditions. The loan to value ratio, maximum loan amount, amortization period,
repayment, prepayment, assumption, and assignment terms of a permanent mortgage loan shall be
determined by the authority. The terms of a temporary loan, repayment thereof and of partial payment
on principal thereof and partial release of security therefor upon the sale of individual housing units
(when appropriate) shall also be determined by the authority. All loan conditions shall be stated in a
certificate of approval issued by or on behalf of the authority.

This rule is intended to implement lowa Code sections 16.5(9), 16.12(4), 16.18 and 16.18(2).

265—2.5(16) Security for loans. The authority may take security for any loan. The form of such
security may include but not be limited to one or more of the following:
1. Promissory note.
First real estate mortgage.
Assignment of option.
Assignment of lease.
. Lien on personal property.
This rule is intended to implement lowa Code section 16.5(15).

PIENERRN

265—2.6(16) Types of loans. The authority may make permanent mortgage loans to eligible applicants
for rehabilitated, newly built or existing housing for eligible occupants. The authority may make
temporary loans as follows:

1. For eligible costs associated with development activities set forth in the lowa Code chapter 16,

2. For eligible costs associated with development of housing which, in the judgment of the
authority, deals innovatively with the housing problems of eligible recipients.

This rule is intended to implement lowa Code sections 16.12, 16.14, 16.17(3), 16.18(2), 16.20 and
16.21.

265—2.7(16) Delinquency and foreclosure. Before the ninetieth day following the due date of the
earliest unpaid installment of an authority mortgage loan, the administrative agent shall recommend
either foreclosure or other appropriate servicing action based on the particular circumstances of each
mortgage. The authority, upon determination that no other course of action will cure the delinquency,
may direct the administrative agent to promptly initiate foreclosure proceedings.

This rule is intended to implement lowa Code section 16.4(1).
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265—2.8(16) Application processing. Procedures, instructions and guidelines for receipt and
processing of applications for authority mortgage loans and temporary loans, and other actions
necessary or desirable for implementation and administration of the authority’s programs may be
established and modified from time to time by the executive director, with the approval thereof by the
authority, at all times consistent with the Act and these rules.

This rule is intended to implement lowa Code section 17A.3(1)“b.”

265—2.9(16) Mortgage purchase or loans to lenders for existing, newly built single-family or
multifamily housing—general information. For the purpose of providing permanent mortgage loans
for purchase or refinance of existing or newly built single-family or multifamily housing, the authority
may provide loan funds to a mortgage lender either by a loan to such lender, or by authority purchase,
or advance commitment to purchase a mortgage from a mortgage lender.

2.9(1) Eligible recipients. Families who are of low and moderate income.

2.9(2) Applicability to authority programs. The authority may, by means of a loan to a mortgage
lender, or purchase of a mortgage from a mortgage lender, provide permanent mortgage loans for special
needs housing, area preservation, or refinance of lowa homesteading loans.

2.9(3) Application procedure for mortgage lenders. Specific instructions concerning application
procedures will be contained in the authority’s processing procedures, instructions and guidelines
promulgated pursuant to 2.8(16).

2.9(4) Allocation of bond proceeds among mortgage lenders. The authority may allocate bond
proceeds in principal amounts and at rates of interest among mortgage lenders on the basis of the total
amount of funds available, the amount of funds and interest specified in the individual request of each
mortgage lender, and the ability in the judgment of the authority, of each mortgage lender to fully utilize
the funds for the purposes intended.

2.9(5) Discount of authority loans. In order to attain consistency between interest on authority
obligations and on authority loans to lenders or mortgages purchased, the authority may, by means
of discount of loan principal or mortgage purchase price, adjust the effective yield of such loans or
mortgages purchased.

2.9(6) Procedures for commitment and disbursement by mortgage lenders with respect to new
mortgage loans as a result of an authority loan or mortgage purchase. Specific instructions concerning
procedures for commitment and disbursement by mortgage lenders will be contained in the authority’s
processing procedures, instructions and guidelines promulgated pursuant to 2.8(16).

This rule is intended to implement lowa Code sections 16.20 to 16.22.

265—2.10(16) Assumption of mortgages. Where such permission is required or contemplated by the
mortgage documents, the lowa finance authority will grant written permission for a subsequent buyer of
a home financed by an IFA mortgage to assume the outstanding mortgage loan if all of the conditions
established in these rules are met.

2.10(1) Eligible assumptions. The buyer or buyers meet all of the requirements of an eligible
mortgagor under IFA guidelines relating to mortgages issued under a particular series of bonds except
that no income restrictions shall apply.

2.10(2) Rate of prepayments. The prepayments received by the lowa finance authority for a given
series of mortgages must equal or exceed the rate of prepayments that was anticipated in structuring the
principal repayment dates and amounts for that series of bonds.

This rule is intended to implement Iowa Code sections 16.22 and 16.38.

[Filed 5/11/77, Notice 4/6/77—published 6/1/77, effective 7/6/77]
[Filed 3/4/81, Notice 12/10/80—published 3/18/81, effective 4/22/81]
[Filed emergency 7/26/85—published 8/14/85, effective 7/26/85]
[Filed 3/19/91, Notice 10/17/90—published 4/3/91, effective 5/8/91]
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CHAPTER 3
MULTIFAMILY HOUSING

DIVISION I
MULTIFAMILY LOAN PROGRAM

265—3.1(16) Purpose. Through its multifamily loan program (program), the authority seeks to preserve
the existing supply of affordable rental units at risk of being lost and to foster the production of new
affordable rental units in the state.

265—3.2(16) Available funds. The authority anticipates that it will, from time to time, publicize
the approximate amount of funds available under this program on the authority’s Web site at
www.iowafinanceauthority.gov.

265—3.3(16) Intent of the authority. It is the authority’s intent to allow maximum discretion and
flexibility to be used by those applying for assistance under this program, and to allow discretion and
flexibility to be used by the authority in its analysis and awarding of loans and grants under this program.
It is the position of the authority that such discretion and flexibility are essential to structuring transactions
that will work to foster affordable housing in the state in a manner that best serves the citizens of the
state.

265—3.4(16) Application procedure. Applications for assistance under this program must be made on
forms and in the manner provided by the authority. Inquiries with respect to this program should be made
to those persons identified on the authority’s Web site as contacts for this program. Once contacted with
an inquiry, the authority will send an application package to the potential applicant. The authority will
take such applications from time to time and will analyze and award loans to applicants on an ongoing
basis. It is the position of the authority that such flexibility in taking and reviewing applications and
making awards will best serve to foster affordable housing in the state.

265—3.5(16) Program guidelines. For-profit and nonprofit sponsors are eligible to apply for assistance
under this program. There are three categories of loans under this program: preservation of affordable
housing, low-income housing tax credits, and substantial rehabilitation of nonrestricted projects.

3.5(1) Projects eligible for assistance must meet the following criteria, in addition to any specific
requirements applicable to a particular category of loan as set forth in rule 265—3.6(16), 265—3.7(16),
265—3.8(16), or 265—3.9(16), as applicable:

a. Both a demonstrated market need for the units must exist and the project must be in a good
location, as determined by the authority in its sole discretion.

b.  Assistance provided under this program must enable the project to maintain financial feasibility
and affordability for at least the term of the assistance.

c¢.  Maintenance and debt service reserve funds must be adequately funded, as determined by the
authority in its sole discretion.

d. The maximum loan term is 24 months for construction financing and 40 years for permanent
financing.

e.  The required debt service is 1.25 to 1. Loan-to-value ratio will be considered. The authority
may, in limited cases, change the required debt service ratio. Such decision will be made in the sole
discretion of the authority.

/- Interest rates will be set by the authority, in its sole discretion.

g Except as permitted in the case of loans made pursuant to rule 265—3.8(16), loans shall be
secured by a first mortgage; provided, however, that in limited cases the authority may consider a
subordinate mortgage when the first mortgage is held by another entity.

h.  Construction financing may be awarded to projects under the program.

i.  Borrowers must covenant to observe certain compliance measures, including a recorded
agreement to ensure long-term affordability.



Ch3,p.2 Iowa Finance Authority[265] IAC 8/25/10

j. A title guaranty certificate from the authority’s title guaranty division is required on all loans,
unless specifically waived by the authority.

k. Alocal contributing effort in an amount of up to 1 percent of the proposed loan may be required
by the authority, if feasible, for loans made under division I of this chapter. If a local contributing effort
is required, evidence of such local contributing effort shall be presented to the authority.

[ The authority may require a change of management or general partner and may refer applicants
to other financing options, such as tax-exempt bonds or tax credits, when appropriate.

m. FHA-insured loans may be available through the Multifamily Accelerated Processing (MAP)
of HUD, if the authority is an approved MAP lender at the time of the loan closing. The authority may
require or suggest such a MAP loan for any and all projects applying for assistance. In addition, the
authority may participate in the HUD Risk-Sharing Program and may suggest or require such a loan for
any and all projects applying for assistance.

n.  Grant funds may be available, in the sole discretion of the authority, if the authority determines
that such funds are necessary for the continued financial viability of the project.

o. Recipients must execute such documents and instruments, and must provide such information,
certificates and other items as determined necessary by the authority, in its sole discretion, in connection
with any assistance.

3.5(2) Loan fees are as follows:

a. Commitment fee (construction period) - 1.0 percent of total development costs.

b. Commitment fee (permanent loan) - 2.0 percent of loan amount.

c. Inspection fee - 0.5 percent of loan amount.

d.  Application fee - 0.3 percent of proposed loan amount.

The authority may, in limited cases, reduce such fees if necessary in connection with assistance provided

under this program. Such decision will be made in the sole discretion of the authority.
[ARC 8078B, IAB 8/26/09, effective 8/7/09; ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, IAB 8/25/10, effective 9/29/10]

265—3.6(16) Multifamily loan program for preservation of affordable housing. Projects eligible for
loans under this category must satisfy the following conditions, in addition to (or instead of, if there is a
conflict) the requirements of rule 265—3.5(16):

1.  Projects must have been developed using at least one of the following: low-income housing tax
credits (LIHTC); state or local HOME funding; tax-exempt bonds; a HUD or USDA Rural Development
program (i.e., Section 515); authority HAF funds; or funds of the former lowa housing corporation (IHC).

2. Units must at a minimum be affordable to tenants with incomes at or below 80 percent of area
median income (AMI), and, in most cases, must be affordable to tenants with incomes at or below 50
percent AMI. Mixed income projects will be considered.

3. Projects must have at least five units.

265—3.7(16) Multifamily loan program for low-income housing tax credits. Projects allocated either
4 percent or 9 percent tax credits that have not yet started construction or have not obtained permanent
financing are eligible for loans under this category.

265—3.8(16) Multifamily loan program for workforce housing loan assistance. Projects eligible for
loans under this category must satisfy the following conditions, in addition to (or instead of, if there is a
conflict) the requirements of rule 265—3.5(16):

3.8(1) A loan made under this category (the “primary loan”) shall be made to an lowa city or
county for the purpose of being reloaned by the borrower in order to provide financial assistance to
an identified project to rehabilitate or create new rental workforce or affordable multifamily housing
within the borrower’s jurisdiction (the “secondary loan”). The authority may restrict the use of funds to
a designated portion of the borrower’s jurisdiction.

3.8(2) At least 50 percent of the housing units rehabilitated or created with the proceeds of the
secondary loan shall be restricted to families whose annual income at the time of leasing is at or below
120 percent of the area median income, unless the authority agrees otherwise.
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3.8(3) The primary loan may be unsecured, but it shall constitute a general obligation of the borrower.

3.8(4) Preference under this category shall be given to cities and counties that can document an
increased need for housing as the result of new job creation within their jurisdiction.

3.8(5) The borrower shall use funds received in repayment of the secondary loan first to make the
scheduled principal and interest payments on the primary loan. Any secondary loan payments remaining
after all then-due scheduled payments on the primary loan have been repaid may be reloaned by the
borrower on the same basis as if such secondary loan payment amounts were proceeds of the primary

loan.
[ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, IAB 8/25/10, effective 9/29/10]

265—3.9(16) Multifamily loan program for substantial rehabilitation of nonrestricted
projects. Projects eligible for loans under this category must satisfy the following conditions, in
addition to (or instead of, if there is a conflict) the requirements of rule 265—3.5(16):

1. Projects that currently have no affordability restrictions (e.g., Section 8 project based, USDA
515, LIHTC) are eligible for assistance.

2. Projects must need and sponsors must agree to complete rehabilitation of at least $6,000 per
unit in hard construction costs.

3.  Sponsors must agree that at least 40 percent of the units shall have rents at or below the
applicable area FMR (fair market rents as determined by HUD).

4. Projects must have at least five units.
[ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, I1AB 8/25/10, effective 9/29/10]

265—3.10(16) Authority analysis of applications. Authority staff will analyze and underwrite each
potential project, and will make recommendations for funding assistance to the board of the authority.
Authority staff will use such procedures and processes in its underwriting and analysis as it deems
necessary and appropriate in connection with furthering the purposes of this program. In addition, the
authority anticipates that because of the complex nature of each transaction, and the particular sets of
circumstances attributable to each particular application/transaction, that the terms and conditions of
loans will vary from project to project. The authority will make available its general operating procedures

and guidelines for this program, as such may be revised from time to time.
[ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, IAB 8/25/10, effective 9/29/10]

265—3.11(16) Discretion of authority board. The authority board of directors has the sole and final

discretion to award or not award assistance and to approve final loan terms.
[ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, IAB 8/25/10, effective 9/29/10]

265—3.12(16) Closing/advance of funds. If all requirements of the authority are not met in accordance
with any time frames set by the authority and to the complete satisfaction of the authority, all in the sole
discretion of the authority, the authority may determine to cease work on an approved project and to,

accordingly, not advance any funds for such project.
[ARC 8789B, IAB 6/2/10, effective 5/12/10; ARC 9028B, IAB 8/25/10, effective 9/29/10]

265—3.13 to 3.19 Reserved.

DIVISION II
PREDEVELOPMENT LOAN FUND

265—3.20(16) Purpose. Through its predevelopment loan fund (fund), the authority seeks to expand the
ability of organizations to utilize the authority’s multifamily loan program (program) by offering low-cost
predevelopment loans for which reasonable financing through traditional lenders or other government
financing is not readily available.

265—3.21(16) Available funds. The authority will publicize the approximate amount of funds available
under this fund on the authority’s Web site at www.iowafinanceauthority.gov.
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265—3.22(16) Intent of the authority. It is the authority’s intent to allow maximum discretion and
flexibility to be used by those applying for assistance under this fund, and to allow discretion and
flexibility to be used by the authority in its analysis and awarding of loans under this fund.

265—3.23(16) Application procedure. Applications for assistance under this fund must be made on
forms and in the manner provided by the authority. Inquiries with respect to this fund should be made
to those persons identified on the authority’s Web site as contacts for the program and the fund. Once
contacted with an inquiry, the authority will send an application package to the potential applicant. The
authority will take such applications from time to time and will analyze and award loans to applicants
on an ongoing basis. It is the position of the authority that such flexibility in taking and reviewing
applications and making awards will best serve to foster affordable housing in the state.

265—3.24(16) Fund guidelines. Any sponsor is eligible to apply for assistance from the fund relating
to a specific project provided that the sponsor applies for a multifamily loan under the program for the
same project.

3.24(1) Loans may be made to sponsors only with respect to projects that meet the criteria detailed
in subrule 3.5(1).

3.24(2) The following types of activities and costs, to the extent approved by the authority, are
eligible for assistance: architect services, engineering services, attorney’s fees, accounting fees,
environmental consultants and reports, finance and development consultants, tax credit consultants,
market studies, survey fees, appraisal costs, and such other similar activities as may be determined by
the authority from time to time to fall within the guidelines and purposes established for loans under
the fund.

3.24(3) Assistance will be provided upon the following terms and conditions:

a.  Generally, the minimum loan amount is $2,500, and the maximum loan amount is $25,000.

b.  The loan will be due on the earlier of (1) 12 months from the date it is issued or (2) the closing
of the authority’s first mortgage loan for the project under the program. The authority may extend the
loan term as it deems necessary.

c.  Principal and interest payments will be due at loan maturity and may be paid from the proceeds
of a loan under the program.

d. Interest rates will be set by the authority, in its sole discretion.

e.  Recipients must execute such documents and instruments, and must provide such information,
certificates and other items, as determined necessary by the authority, in its sole discretion, in connection
with any assistance.

265—3.25(16) Authority analysis of applications. Authority staff will analyze each potential loan and
will make recommendations for funding assistance to the board of directors of the authority. Authority
staff will use such procedures and processes in its underwriting and analysis as it deems necessary and
appropriate in connection with furthering the purposes of this fund.

265—3.26(16) Discretion of authority board. The authority’s board of directors has the sole and final
discretion to award or not award assistance and to approve final loan terms.

265—3.27(16) Closing/advance of funds. If all requirements of the authority are not met in accordance
with any time frames set by the authority and to the complete satisfaction of the authority, all in the sole
discretion of the authority, the authority may determine to cease work on an approved project and to,
accordingly, not advance any funds for such project.

265—3.28 to 3.30 Reserved.
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DIVISION III
GAP FINANCING FUND

265—3.31(16) Purpose. Through its gap financing fund (gap fund), the authority seeks to expand the
ability of organizations to utilize the authority’s multifamily loan program (program) by offering low-cost
gap loans for which reasonable financing through traditional lenders or other government financing is
not readily available.

265—3.32(16) Intent of the authority. It is the authority’s intent to allow maximum discretion and
flexibility to be used by those applying for assistance under this gap fund, and to allow discretion and
flexibility to be used by the authority in its analysis and awarding of loans under this gap fund.

265—3.33(16) Application procedure. Applications for assistance under this gap fund must be made
on forms and in the manner provided by the authority. The authority will take such applications from
time to time and will analyze and award loans to applicants on an ongoing basis. It is the position of the
authority that such flexibility in taking and reviewing applications and making awards will best serve
affordable housing in the state.

265—3.34(16) Fund guidelines. Any sponsor is eligible to apply for assistance from the gap fund
relating to a specific project provided that the sponsor applies for a multifamily loan under the program
for the same project.

3.34(1) Loans may be made to sponsors only with respect to projects that meet the criteria detailed
in subrule 3.5(1).

3.34(2) The following types of activities and costs, to the extent approved by the authority, are
eligible for assistance: acquisition costs, operating and replacement reserves, insurance, closing costs,
and such other similar activities as may be determined by the authority to fall within the guidelines and
purposes established for loans under the gap fund.

3.34(3) Assistance will be provided upon the following terms and conditions:

a. The maximum loan amount cannot exceed 50 percent of the authority’s first mortgage loan and
second mortgage loan, if any, under the program.

b.  The loan term shall not exceed 40 years.

¢.  Principal and interest payments shall be due monthly.

d. Interestrates will be set by the authority, in its sole discretion, as close to market as the financial
capacity of the project will allow.

e. Loans shall be secured by a subordinate mortgage.

/- Recipients must execute such documents and instruments, and must provide such information,
certificates and other items as determined necessary by the authority, in its sole discretion, in connection
with any assistance.

3.34(4) Loan fees are as follows:

a. Commitment fee - 1.0 percent of loan amount.

b.  Origination fee - 2.0 percent of loan amount.

c. Inspection fee - 0.5 percent of loan amount.

d.  Application fee - 0.3 percent of proposed loan amount.

The authority may, in limited cases, reduce such fees if necessary in connection with assistance provided
under this program. Such decision will be made in the sole discretion of the authority.

265—3.35(16) Authority analysis of applications. Authority staff will analyze each potential loan and
will make recommendations for funding assistance to the board of directors of the authority. Authority
staff will use such procedures and processes in its underwriting and analysis as it deems necessary and
appropriate in connection with furthering the purposes of this gap fund.

265—3.36(16) Discretion of authority board. The authority board of directors has the sole and final
discretion to award or not award assistance and to approve final loan terms.
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265—3.37(16) Closing/advance of funds. If all requirements of the authority are not met in accordance
with any time frames set by the authority and to the complete satisfaction of the authority, all in the
sole discretion of the authority, the authority may determine to cease work on an approved project and
accordingly, not advance any funds for such project.

265—3.38 to 3.40 Reserved.
These rules are intended to implement lowa Code sections 16.5(17), 16.18(1) and 16.18(2).
[Filed 10/11/02, Notice 8/7/02—published 10/30/02, effective 12/4/02]
[Filed 5/9/03, Notice 4/2/03—published 5/28/03, effective 7/2/03]
[Filed 10/8/04, Notice 9/1/04—published 10/27/04, effective 12/1/04]
[Filed 8/12/05, Notice 5/25/05—published 8/31/05, effective 10/5/05]
[Filed 11/4/05, Notice 9/28/05—published 11/23/05, effective 12/28/05]
[Filed Emergency ARC 8078B, IAB 8/26/09, effective 8/7/09]
[Filed Emergency ARC 8789B, IAB 6/2/10, effective 5/12/10]
[Filed ARC 9028B (Notice ARC 8790B, IAB 6/2/10), IAB 8/25/10, effective 9/29/10]
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CHAPTER 4
GENERAL REVENUE BOND PROCEDURES

265—4.1(16) Revenue bonds authorized. The authority may issue revenue bonds for any of the
purposes for which financing is authorized under lowa Code chapter 16. Revenue bonds are limited
obligations of the authority, and principal and interest thereon shall be payable solely out of the
revenues derived from the loan to the borrower financed by the bond and the underlying collateral or
other security furnished by or on behalf of the borrower. The principal and interest on the bond does
not constitute an indebtedness of the authority nor a charge against its general credit or general fund.
The lender acquiring the bond shall have no other recourse against the authority.

265—4.2(16) Participating lenders. The authority will disseminate a summary of the programs for
which revenue bond financing is authorized to mortgage lenders located within Iowa. Any mortgage
lender as defined in Iowa Code section 16.1 may apply to become a participating lender in an authority
program providing financing through revenue bonds by submitting a signed letter of interest in a form
prescribed by the authority to the authority. A letter of interest may be submitted at any time and upon
approval by the authority the participating lender shall be obligated to abide by applicable program
guidelines. At its regular monthly meetings, the authority will review letters of interest received since
the last board meeting and approve letters of interest from qualified mortgage lenders. After approval,
the lenders shall be considered IFA revenue bond participating lenders.

265—4.3(16) Procedures for project sponsors. Applications for revenue bond financing may be made
with any IFA revenue bond participating lender in the same lending area as the project to be financed.
The project sponsor shall provide the lender with information books, records, etc., as the lender may
consider to be reasonably necessary to evaluate or underwrite the risk.

A project sponsor must meet the eligibility requirements established for a particular type of revenue
bond financing, by applicable state law and the rules of the authority. If the eligibility requirements
are met, the participating lender may nonetheless deny a loan, subject to all reporting and disclosure
requirements of applicable state and federal law, for any reason premised on sound lending practice,
including underwriting or risk evaluation, portfolio diversification, limitations or restrictions on
investments or available funds, and the lender’s degree of need for tax-exempt earnings. Any loan that
is approved will be assigned to the participating lender.

If the loan is approved, the terms of the loan, including interest rate, length of loan, down payment,
fees, origination charge and repayment schedule, shall not be any greater than those available to similar
customers after taking into account the tax-exempt nature of interest on the bonds.

265—4.4(16) Authority review. The completed and approved loan application shall be submitted to
the authority for its review and approval. The authority’s review will include, though not be limited to,
consideration of whether (1) the project sponsor is qualified for the type of loan it is seeking; (2) the loan
proceeds will be used for a qualified purpose under the Iowa Code and the rules of the authority, and
under the U.S. Internal Revenue Code and IRS regulations relating to industrial development bonds; and
(3) the terms of the loan comply with these rules.

The authority may charge reasonable and necessary fees as needed to defray its costs for processing
the loan and bond.

Following such review, the authority shall either approve or deny each specific revenue bond
proposal. If the proposal is approved, the authority shall issue a bond for that proposal, and shall enter
into a loan agreement with the project sponsor. The authority shall then assign the loan without recourse
to the participating lender.

265—4.5(16) Public hearing and approval. In all cases where a public hearing, and the approval of
an elected state official is required under the United States Internal Revenue Code and the regulations
promulgated pursuant thereto, before the issuance of a tax-exempt bond by the authority, the following
procedures apply.
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4.5(1) Public hearing. After January 1, 1983, the authority will not issue a bond for a specific project
unless, prior to issuance, the authority has conducted a public hearing conforming to the applicable
requirements of the United States Internal Revenue Code and the regulations promulgated thereunder.
The hearing shall be preceded by a notice thereof published at least 14 days prior to the date of the
hearing in a newspaper of general circulation in the county where the project is located. The notice shall
include but not be limited to the date, time and place of the hearing, the name of the project sponsor, and
a general description of the project.

The hearing shall be held at the authority’s office in Des Moines, or other location stated in the
notice, unless at or prior to the time scheduled for the hearing, the authority receives a written request
that a local hearing be held. In the event a local hearing is requested, the previously scheduled hearing
shall be canceled, and notice of a hearing in the local area shall be published in the time and manner
stated above. The local hearing shall be held at the date, time and place specified in the new notice,
which time and place shall be reasonably convenient to persons affected by the project.

The public hearing may be held by a staff member or board member of the authority or a hearing
officer of another state agency working under an agreement with the authority.

4.5(2) Approval of elected official. After January 1, 1983, the authority will not issue a bond for a
specific project unless, prior to issuance, the governor or another elected official of the state designated
by the governor, shall approve the issuance of a bond. Following the public hearing opportunity referred
to in subrule 4.5(1), the authority shall prepare and send to the governor’s office, or the office of an
elected official of the state designated by the governor, a statement describing each bond or series of
bonds which it proposes to issue, along with a summary of the public comments received with respect
thereto, if any.

This rule is intended to implement lowa Code chapter 16 and Section 103(k), United States Internal
Revenue Code and regulations promulgated thereunder.

265—4.6(16) Procedures following bond issuance. No bond proceeds may be used by a nonqualified
user nor for a nonqualified purpose. Following disbursement of the bond proceeds, the participating
lender and project sponsor shall certify to the authority that the proceeds were used by a qualified project
sponsor for a qualified purpose.

4.6(1) Assumption of loans, substitution of collateral and transfer of property. Loans may not be
assumed without the prior approval of the authority and then only if the purchaser of the property is an
eligible project sponsor for I[FA revenue bond financing. In any situation where collateral is substituted,
or property transferred other than a sale of the entire operation financed by IFA revenue bonds, the
benefits of the loan deriving from the tax-exempt rate of interest on the bonds must remain with the
operation financed by the revenue bonds, and no transferee may thereby obtain the benefits of the IFA
loan.

4.6(2) Reserved.

265—4.7(16) Right to audit. The authority shall have at all times the right to audit the records of the
participating lender and the operation financed by IFA revenue bonds relating to the loan and bond to
ensure that bond proceeds were used by a qualified user and for a qualified purpose. The authority or a
designee acting under instructions of the authority may exercise this right.
These rules are intended to implement lowa Code chapter 16.
[Filed emergency 8/25/82—published 9/15/82, effective 8/25/82]
[Filed without Notice 10/8/82—published 10/27/82, effective 1/25/83]
[Filed emergency 12/3/82—published 12/22/82, effective 1/1/83]
[Filed emergency 12/17/82 after Notice 9/15/82—published 1/5/83,effective 1/25/83]
[Filed 4/25/83, Notice 12/22/82—published 5/11/83, effective 6/16/83]
[Filed emergency 7/26/85—published 8/14/85, effective 7/26/85]
[Filed 3/19/91, Notice 10/17/90—published 4/3/91, effective 5/8/91]
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CHAPTER 5
SMALL BUSINESS LOAN PROGRAM

PART I
GENERAL

265—5.1(16) Program description. This program is intended to allow qualified small businesses to
obtain loans at below market interest rates for qualified purposes through tax-exempt financing. Loans
will be available from a participating lender under the IFA small business loan program. Project sponsors
shall apply directly to the participating lenders, who shall make credit and risk evaluations and otherwise
make the decision, based on sound lending practices, whether or not to extend credit to the project
sponsor.

After the decision to extend credit has been made by the participating lender, the authority will
contemporaneously enter into a loan agreement with the project sponsor and will issue a small business
development revenue bond, the interest on which is exempt from federal income taxation, in the amount
of the loan. The authority will assign the loan to the participating lender, and the lender will purchase
that bond. The proceeds will be used to fund the loan assigned to the lender.

Under the IFA revenue bond procedures, the bond which is issued by the authority and purchased
by the mortgage-lender is a nonrecourse obligation. The only security for the lender is the underlying
security on the assigned loan.

265—5.2(16) Waiver. The authority may by resolution waive or vary particular provisions of these rules
to conform to requirements of the federal government in connection with a small business loan with
respect to which federal assistance, insurance or guaranty is sought, provided the waiver does not conflict
with Iowa Code chapter 16.

265—5.3(16) Urban revitalization. To assist in improving the economy of areas which have been
designated as a revitalization area under state law, applications for businesses located or to be located
in such areas may be given priority by the authority. A minimum of 10 percent of the bonding authority
authorized by the legislature for use on small business loans shall be reserved for use and application
in those areas of the state designated as urban revitalization areas.

265—5.4 10 5.9 Reserved.

PART II
DEFINITIONS

265—5.10(16) Definitions. As used in connection with the small business loan program, the following
terms have the meanings indicated.

5.10(1) “Annual gross revenues” means total sales, before deducting returns and allowances but
after deducting corrections and trade discounts, sales taxes and excise taxes based on sales, as determined
in accordance with Generally Accepted Accounting Principles.

5.10(2) “Application” means those documents required by the participating lender and the
authority, which shall include all of the information required by rule 5.20(16).

5.103) “Time of application” means the date by which a participating lender has received an
application from a project sponsor.

5.10(4) “Eligible project sponsor” means a small business as defined in Iowa Code section
16.1(28).

5.10(5) “Operation of a farm” means the same as “farming” as defined in Towa Code section
172C.1, subsection 6.

5.10(6) “Profession” means those old historically recognized vocations of law and medicine.

5.10(7) “Participating lender” means a mortgage lender as defined in lowa Code section 16.1 that
has submitted a letter of interest to the authority which has been approved by the board of the authority.
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5.10(8) “Full-time equivalent position”” means any of the following:

a. An employment position requiring an average work week of 40 or more hours;

b.  An employment position for which compensation is paid on a salaried full-time basis without
regard to the hours worked; or

c.  An aggregation of any number of part-time positions which equal one full-time position. For
purposes of this subrule each part-time position shall be categorized with regard to the average number
of hours required per week as a one-quarter, half, three-quarter, or full-time position, as shown in the
following table:

Average Number of Weekly Hours Category
More than 0 but less than 15 1/4

15 or more but less than 25 172

25 or more but less than 35 3/4

35 or more 1 (full time)

265—5.11 to 5.19 Reserved.

PART III
LOAN CRITERIA AND DOCUMENTATION

265—5.20(16) Application. Eligible project sponsors for small business loans shall apply directly to
participating lenders in the [FA small business loan program in accordance with the procedures in Chapter
4 of these rules.

265—5.21(16) Public benefit. Before approving a small business development revenue bond issue for
any project sponsor, the authority must find that the proposed project will result in one or more of the
following:

1. Creation of jobs in lowa;

2. Increased revenues for the borrower from a more modern or expanded facility located in lowa;

3. Providing a service facility needed in the lowa community where the project will be located.

265—5.22(16) Loan criteria.

5.22(1) Evaluation. The participating lender shall evaluate each application for a small business loan
to assure that the following criteria are met:

a.  The project sponsor shall show evidence that it is able to operate the business successfully. This
shall include an overall business management plan including, but not limited to, the following:

1. A generalized projection of revenues and expenditures for the three-year period beginning the
month of anticipated loan closing;

2.  Capital formation plans, if any, other than from the small business loan program;

3. To the extent possible, identification and analysis of risks;

4.  Plans for record keeping, personnel and financial management;

5. Plans for marketing.

b.  The project sponsor shall have enough capital in the business so that, with assistance from the
small business loan program, the project sponsor will be able to operate the business on a financially
sound basis. The project sponsor shall provide the participating lender access to its financial records
including, but not limited to, information concerning the identity of all persons having an ownership
interest in the small business, its capital structure, and its present and projected debt structure.

c¢.  The loan shall be so secured or of sound value as to reasonably assure repayment. The
participating lender may require any collateral, security or mortgage documents or other filings or
protection as are reasonably necessary to assure security.

d.  The business’s past earnings record and future prospects shall indicate an ability to repay the
loan out of income from the business. The project sponsor shall provide a summary of past earnings
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and future earnings prospects for the business, and allow the participating lender reasonable access to its
books and records.

5.22(2) Small business qualifications. For the purpose of meeting the employment position test of
Iowa Code chapter 16, a project sponsor, to be an eligible project sponsor, shall not have had more than
20 full-time positions during each of the 26 consecutive weeks within the 52-week period immediately
preceding the date on which the project sponsor files an application with the participating lender and
shall not have more than 20 full-time equivalent positions on the date of application.

5.22(3) Business dominant in its field of operation. For the purposes of the employment position
test and the gross revenue test of lowa Code chapter 16, a business shall be considered dominant in its
field of operation if:

a. It has had more than 20 full-time positions during each of 26 consecutive weeks within the
52-week period immediately preceding the date on which the project sponsor, which is an affiliate or is
a subsidiary of the business to which the test is being applied, files an application with a participating
lender, or has more than 20 full-time equivalent positions on the date of application; and

b. It has more than $3,000,000 in gross revenues as computed for the preceding fiscal year, or as
the average of the three preceding fiscal years.

5.22(4) Professions. For the purpose of meeting the professional tests, to be an eligible project
sponsor, the project sponsor shall not be a business more than 50 percent of which is owned, in the
aggregate by professionals or professional entities which occupy or use, in the aggregate, more than 5