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A BILL FOR

an Act relating to financial transactions which involve loans
of money, extensions of credit or the transfers of funds
by means of drafts, and providing for the restriction or
regulation of interest rates, loan charges and prepaymnent
penalties, and the use of share drafts drawn on credit
unions, and providing penalties.

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

: P
t - - C}.f/--{ chetg £
R S N AR

b o~ &

CPB 1619 12772




W~ N b W ok

s.v. M54 nu.F.

Section 1. Chapter five hundred thirty-three (533), Code .
1979, is amended by adding the following new section:

NEW SECTION. SHARE DRAFTS.
l. As used 1n this section or chapter, unless the context

otherwise requires:

a. "share draft" means a negotiable draft which is payable
upon demand and which is used to withdraw funds from a share-
draft account. A share draft is an item for purposes of
chapter five hundred fifty-four (554), article four (4), of
the Code. The term does not include a draft issued by a
credit union for the transfer of funds between the issuing
credit union and another credit union or a bank, savings and
loan association, or other depository financial institution.

b. '"Payable-through bank" means the bank which is
designated to make presentment of a share draft to the credit
union for payment.

c. "Truncation" means the original share draft is not

returned to the member.
d. "“Share-draft account' means the demand account from

which a credit union has agreed that funds may be withdrawn
by means of a share draft. A share-draft account may bear
interest or dividends as determined by the board of directors
pursuant to this chapter.

2. Subject to the provisions of this chapter, a credit
union may provide 1ts members with share-draft accounts.

The board of directors shall determine, prior to requesting
authority to implement a share~draft program, that the members'
use of share drafts 1s economically and operationally feasible
for the credit union.

3. The share accounts and deposit accounts of a credit
union operating a share-draft program must be insured by the
national credit union administrator. The administrator of
the credit union department shall order the termination of
the share-draft program of a credit union which does not
comply with this subsection. The provisions of this subsection .
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supersede the provisions of section five hundred thirty~three
polint sixty-four (533.64) of the Code with respect to credit
unions which have share-draft programs.

4. A credit union seeking share~draft authority shall
submit to the administrator a written application. The
application shall include all of the following:

a. A certified copy of the minutes of the board of
directors authorizing a request to the administrator for
authority to implement the share-draft program.

b. All background documentation which supports the decision
of the board of directors that use of share drafts by members
of the credit union is economically and operationally feasible
for the credit union.

¢. A statement verified by the chairperson of the beard
of directors that the forms and procedures which are proposed
to be used by the credit union comply with any applicable
rules.

d. A statement verified by the chairperson of the board
of directors that the board of directors has determined
appropriate surety bond coverage is in force. The board of
directors shall purchase a fidelity bond to cover officers
and employees having custody of or handling funds, with good
and sufficient surety in an amount and character to be
determined by the board, to protect the credit union against
losses caused by occurrences such as fraud, dishonesty,
forgery, embezzlement, misappropriation, misapplication, or
unfaithful performance of duty by these officers and employees.

e. A statement of operational specifications and procedures
which expressly provides for all of the following:

{1) Identification of the payable-~through bank. The
payable-through bank must be a bank which is located in this
state or in an adjacent state.

(2) Truncation.

(3) A share-draft account agreement with each participating
member which outlines the responsibilities of the credit union
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and the member.

(4) The recording of overdrafts and notification to an .
overdrawn member.

(5) The encoding of each share draft with the routing
and transit number of the payable-through bank, the share-
draft account number, and the serial number of the share draft
in accordance with standards required for use in a clearing
system utilizing magnetic ink character recognition devices.

(6) The preprinting on the share draft of the names of
the payable-~through bank and the credit union.

(7) A method by which each member using share drafts may
maintain a record of share drafts drawn.

{(8) The submission of a periodic statement of account
at least guarterly to each member who has a share-draft
account. This statement shall include the serial number,
the date of payment and the amount of payment of each share
draft processed.

(9) Establishing responsibility for detection of
unautheorized or forged drafts. .

{10) Procedures for processing stop payment orders.

(11) Procedures for providing members with copies of paid
drafts, should copies be requested.

(12) Procedures for retaining paid drafts or copies of
paid drafts on file for a period of five years. The paid
drafts or copies need not be retained in the custody of the
credit union.

{13) The fees, if any, to be charged for share-draft
account services. The fees shall not exceed the direct and
indirect costs of providing the services.

(14) Procedures for establishing, maintaining, verifying
and replenishing as necessary the share-draft ligquidity reserve
required by section four (4) of this Act.

5. A credit union shall not commence the operation of
a share-draft program until it has received written authority
from the administrator. The administrator shall not issue .
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authority i1f any of the following conditions exist:

a. The requirements of subsection four (4) of this section
have not been net.

b. The auditing committee of the credit union has not
fulfilled its statutory duties as specified in this chapter.

c. The management of the credit union has demonstrated
through prior performance its inability to handle the
additional activity the share-draft program will generate.

d. The credit union is not insured by the national credit
union administrator.

e. The forms and procedures which are proposed to be used
by the credit union do not comply with rules promulgated by
the administrator.

6. a. The credit union shall notify the administrator
in writing of the proposed implementation of a modification
relating to any of the following:

(1) The payable~through bank.

{2) Truncation procedures.

(3) The share-draft agreement.

(4) Procedures for establishing and maintaining the share-~
draft ligquidity reserve.

(5) Any material modification of the share-draft program
not previously reviewed and approved by the administrator.

b. The written notice under paragraph a of this subsection
shall be submitted to the administrator at least sixty days
prior to the date the credit union intends to implement the
modification, provided that if good cause is shown the adminis-
trator may approve a modification on less than sixty days'
notice. A modification referred to in paragraph a of this
subsection shall not be made except upon written approval
of the administrator.

¢. The credit union shall immediately notify the
administrator of any matter affecting the information provided
pursuant to subsection four (4), paragraphs a through &, of

this section.
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7. 1f a share-draft program is not authorized or a request
for modification is not approved the administrator shall
submit to the credit union a written statement of the reasons
for the action.

8. A credit union may guarantee payment of a share draft
if both of the following conditions are met:

a. A specific guarantee authorization is obtained for
the share draft from the credit union.

b. The guarantee authorization is immediately noted on
the share-draft account to prevent the withdrawal of funds
needed to pay the guaranteed share draft.

9. The administrator may promulgate rules as necessary
to administer the provisions of this chapter which relate
to share-draft programs. In order to simplify the application
for share-draft authority and the operation of share~draft
programs, the administrator may cause to be prepared copies
of approved forms and procedures which may be used by credit
unieons for guidance.

Sec. 2. Chapter five hundred thirty-three (533), Ccode
1979, 1s amended by adding the following new section:

NEW SECTION. PAYMENT OF SHARE DRAFTS DURING DISSOLUTION.
Other provisions of section five hundred thirty-three point
twenty-two (533.22) of the Code notwithstanding, when a credit
union is dissclved, first priority of payment shall be given

to unpald share drafts. However, a share draft shall not
be paid if any of the following conditions exist:

1. The share draft was issued on or after the date of
appointment of a receiver in the event of an involuntary
dissolution, or on or after the date the credit union is
required by section five hundred thirty-three point twenty
(533.20), subsection two (2) of the Code to cease doing
business in the event of a voluntary dissclution.

2. The obligation of the member which is evidenced by
the share draft has been satisfied.

3. The share draft is written against an account which

-5-
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does not contain sufficient funds with which to pay the share
draft.

4. The share draft is payable to a member of the credit
union, or to a member of the family of the issuer of the share
draft, or to a business in which the issuer of the share draft
has an interest.

Sec. 3. Chapter five hundred thirty-three (533), Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE DRAFT VIOLATIONS-~REVOCATION OF
AUTHORITY. A credit union which offers a share-draft program

to 1ts members shall promptly honor share drafts which are
written on accounts containing sufficient funds at the time
the share drafts are presented for payment, and shall comply
with the regquirements of section one (1) of this Act respecting
the operation of the share-draft program. If after notice

and opportunity for hearing the administrator finds that a
credit union has violated this section the administrator shall
order the credit union to correct the condition. Failure

of the credit union to comply with the order within a
reasonable period of time as specified in the order shall

be grounds for revocation of the authority to operate the
share-draft program. The administrator shall revoke the
authority to operate a share-draft program of a credit union
demonstrating a continuing pattern of violations of this
section.

A credit union whose share-draft authority has been revoked
under this section is ineligible to receive authority to
operate a share-draft program for two years after the date
of revocation.

Sec. 4. Chapter five hundred thirty-three (533), Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE-DRAFT LIQUIDITY RESERVE--VIOLATIONS-
-PENALTY.

1. A c¢redit union which operates a share~draft program

shall maintain a share~draft liquidity reserve to be used

-
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to ensure that share drafts are honored promptly.

2. The share-draft ligquidity reserve shall be an amount
which 1s egual to the sum of three percent of the amounts
held by the credit union in deposit accounts and share accounts
other than share-draft accounts, plus seven percent of the
amounts held by the credit union in share-draft accounts.

3. The share-draft liguidity reserve of a credit union
shall be maintained as follows:

a. At least one-fifth of the reserve shall be held in
the form of cash, or demand deposits in the name of the credit
union in state or national banks, or both. All cash in the
credit union and all demand deposits held in banks in the
name of the credit union shall be credited against the reserve
requirements of this section.

b. The balance of the reserve may be 1nvested in one or
more of the following:

(1) United States treasury instruments owned by the credit
union.

(2) In an account held in the corporate central credit
union referred to in section five hundred thirty-three point
thirty~eight (533.38) of the Code under an agreement which
provides that the funds shall be invested in a qualified
common trust fund as defined in subparagraph three (3) of
this paragraph, and that the funds may be withdrawn by the
credit union on not more than one business day's notice.

(3) In a qualified common trust fund. A qualified common
trust fund is one which has the approval of the administrator.
The administrator shall not approve a trust fund for purposes
of this subsection unless the trust arrangement satisfies
all of the following:

(a) All beneficiaries of the trust are credit unions
organized under the laws of this state or another state or
the United States, or affiliates of these credit unions.

(b) Funds of the credit union which are invested in the
common trust fund must be subject to withdrawal by the credit

-7~
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union on not more than one business day's notice.

{c) The trustee of the trust fund is a commercial bank
which is subject to examination and audit under the laws of
this state or of another state or of the United States.

(@) Investment of funds held in trust is limited to
securities issued by the United States government or its
agents or instrumentalities.

The administrator shall be given a copy of the trust agreement
and all amendments to the trust agreement. The administrator
shall revoke the approval of an approved common trust fund
which subsequently fails to meet the requirements of this
subsection.

4. The share-draft liquidity reserve shall be verified
and shall be replenished by the credit union as necessary
at the end of each business day. The share-draft liquidity
reserve of the credit union is deficient and in violation
of this section if after the end of any business day, and
after any deposits as required by this subsection, either
of the following conditions exists:

a. The average of the amounts actually held by the credit
union in the forms authorized by subsection three (3) of this
section on that business day and each of the preceding four
business days is less than the nominal amount specified 1n
subsection two (2) of this section.

b. The average of the amounts actually held by the credit
union in cash and demand deposits on that business day and
each of the preceding four business days is less than the
minimum amount specified in subsection three (3), paragraph
a, of this section.

5. 1f after notice and opportunity for hearing the
administrator finds that a credit union has violated this
section, the administrator shall order the credit union to
correct the condition within two business days, and the
administrator may, in his or her discretion, order payment
by the credit union to the state of a monetary penalty of

-8-
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not more than one hundred dollars per day for each day during
which a deficiency existed. Failure of the credit union to .
correct the condition within the prescribed time shall be
grounds for revocation of the authority to operate the share-
draft program. The administrator shall revoke the authority
for a credit union demonstrating a continuing pattern of
vieclations of this subsection.
6. A credit union whose share~draft authority has been
revoked under this section is ineligible to receive authority
to operate a share-draft program for two years after the date
of revocation.
Sec. 5. Section five hundred thirty-three peint six
(533.6), subsection four (4), Code 1979, is amended to read
as follows:
4. If zt~shaii-appear after notice and opportunity for

hearing the administrator determines that any a credit union

1s insolvent or that it has violated any of the provisions

of this chapter, the administrator mayr;-after-a-Rearing-erx
after-an-opportunrty-£fer-a-Rearing-is-given; shall order kkhat .
the credit union to correct the condition. The administrator

shall grant the credit union not less than sixty days within
which to comply with the order. Failure to comply shall
afford the administrator grounds to revoke the certificate
of approval and shall afford the administrator the authority
to apply to the district court of the district in which this
credit union is located for the appointment of a receiver

for the credit union. The district court shall appoint the

administrator of the credit union department as receiver
unless the administrator of the credit union department has
tendered the appointment to the administrator of the plan

by which the accounts of the credit union are insured. Either
administrator as receiver shall possess the rights, powers,

and privileges granted by state law to a receiver of a state
credit union. Neither administrator shall be required to

furnish bond as receiver of a state credit union. This

-9
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subsection does not apply to violations of section three (3}
or four (4) of this Act.

Sec. 6. Section five hundred thirty-three point nineteen
(533.19), Code 1979, is amended to read as folliows:

523.19 EXPULSION--WITHDRAWAL. A member may be expelled
by a majority vote of the board of directors at a regular

~

®

or special meeting of the board. The expelled member may
request a hearing before the membership of the credit union.

o ¢+ IR S« ) N Y = S 0% |

A meeting of the membership shall be held within sixty days

i
<

of the member's request. The membership may, by majority

|-
|-

vote at the membership meeting, reinstate the expelled member

]
N

upon terms and conditions prescribed by it. Any member may

-]
L

withdraw from the credit union at any time but notice of

ot
o

withdrawal may be required. All amounts paid on shares or

-
wn

as deposits of an expelled or withdrawing member, with any

[
o

dividends or 1nterest accredited therete, to the date thereof,

[
~J

shall, as funds become available and after deducting all
amounts due from the member to the c¢redit union and an amount

=
< o

as necessary to honor outstanding share drafts, be paid to

38
<

him the member. The credit union may require sixty days'

[s]
—

notice of intention to withdraw shares and thirty days' notice

%]
3]

of intention to withdraw deposits, except that a credit union

(%]
[¥¥]

shall not require notice with respect to funds which are
subject to withdrawal by share drafts. Withdrawing or expelled
members shall have no further rights in the credit union but

¥
S

3R I 8
o

are not, by such expulsion or withdrawal, released from any

b
~}

remaining liability to the credit union.

o
w

Sec. 7. Section seven hundred fourteen point cne (714.1),

b
o

subsection six (6), unnumbered paragraph one (1), Code 1979,

W
[

is amended to read as follows:

L
[

6. Makes, utters, draws, delivers, or gives any check,

w
s%]

share draft, draft, or written order on any bank, credit

W
(98]

union, person or corporation, and obtains property or service

(9]
1y

in exchange therefor, if the person knows that such check,
share draft, draft or written order will not be paid when

®

10~
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presented.

Sec. 8.

1. Notwithstanding other provisions of this Act, a credit
union which has an operating share-draft program on the
effective date of this Act may continue to offer share-draft
services prior to submitting a request and receiving authority
as required by this Act, but the credit union must submit
a request as required by this Act not later than sixty days
after the effective date of this Act. The administrator shall
10 act upon the request within thirty days after receiving 1it.

11 The temporary authority granted by this section expires ninety
12 days after the effective date of this Act, or on the date
13 the administrator acts upon the request for share-draft

o W N

(Co TN « s BENE B o))

14 authority, whichever date is earlier.

15 2. Notwithstanding section one (1), subsection three (3},
16 and section one (1), subsection five (5), paragraph d, of

17 this Act, a credit union which has an opeérating share-draft
18 program on the effective date of this Act may continue to

15 offer share-draft services prior to obtaining lnsurance for
20 share accounts and deposit accounts from the national credit
21 unicn administrator, but the credit union shall obtain the
22 reguired insurance within ninety days after the effective

23 date of this Act, and shall not open any additional share-
24 draft accounts or offer any additional share-draft services
25 until its accounts are so insured. The administrator shall
26 order the termination of the share-draft program of a credit
27 union which is subject to this subsection and which fails

28 to comply with this subsection.

29 3. Notwithstanding section one (1}, subsection four (4},
30 paragraph e, subparagraph one (1), of this Act, a credit union
31 which has an operating share-draft program on the effective
32 date of this Act and which has a contractual arrangement with
33 a payable-through bank that does not meet the requirements
34 of this Act may continue to use the same bank for a period
35 of not more than two years after the effective date of this

-11-
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Act. At the end of the two-year period, or if at any prior
time the credit union terminates the arrangement with its
payable-through bank, the c¢redit union shall select a payable-
through bank which meets the requirements of this Act.

Sec. 9. Share drafts which were issued by members of Iowa
credit unions prior to the effective date of this Act are
hereby declared to be valid and binding instruments for any
lawful purposes for which 1ssued, and customary or necessary
acts i1n the course of business by credit unions upon which
these share drafts were written and banks by which these share
drafts were received, transferred, negotiated or otherwise
processed are hereby declared to be legai.

Sec. 10. Notwithstanding section one (1), subsection one
(1), paragraph a, of this Act, a credit union which has an
operating share-draft program on the effective date of this
Act may continue to supply its members with blank share-draft
forms which were printed prior to the effective date of this
Act, and these members may continue to use existing supplies
of these share-draft forms until the supplies are exhausted
or until the expiration of one hundred twenty days after the
effective date of this Act, whichever occurs sconer. The
administrator shall enforce compliance with this paragraph.

Share drafts which are non-negotiable in printed form and
which are issued by members of credit unions after the effec-
tive date of this Act under the authority of this sectiocn
are hereby declared to be valid and binding instruments for
any lawful purposes for which issued, and customary and
necessary acts in the course of business by credit unions
upon which these drafts were written and banks by which these
drafts were received, transferred, negotiated or otherwise
processed are hereby declared to be legal.

Sec. 11. Section five hundred thirty-five point two
{535.2), Code 1977, as amended by Acts of the Sixty-seventh
General Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section eleven (11}, 1s reenacted and

-12-
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is the law of this state on and after the effective date of
this Act, notwithstanding any contrary provision of Acts of
the Sixty-seventh General Assembly, 1978 Session, chapter
one thousand one hundred ninety (1190).

Sec. 12. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety {(1190),
section eleven (11), subsection three (3), paragraph a, 1s
amended effective July 1, 1979, to read as follows:

a. The maximum lawful rate of interest which may be
provided for in any written agreement for the payment of
interest entered into during any calendar guarter month
conmencing on or after July 1, 2978 1979, shall be two
percentage points above the monthly average ten-year con-
stant maturity interest rate of United States government notes
and bonds as published by the board of governors of the federal
reserve system for the calendar month second preceeding the
£2rs¢ month ef-the-ealendar~quarter during which the maximum
rate based thereon will be effective, rounded to the nearest
one-fourth of one percent per year.

On or before the twentieth day of Marehr~duner-September
and-beecember-ef-cash~-year each month the superintendent of
banking shall determine the maximum lawful rate of interest
for the following calendar guarter month as prescribed herein,
and shall cause sueR this rate to be published, as a notice
in the Iowa administrative bulletin or as a legal notice in
a newspaper of general circulation published in Polk county,
prior to the first day of the following calendar month. B5ueh
This maximum lawful rate of interest shall be effective on
the first day of the calendar month following publication.
Ag-seen-as-practicable-after-the-effeetive-date-of-this-pets
the-superintendent-of-banking-phall-determzne-and-pubixsh
the-mamuimum-tawful-rate-puronant-+o-thio~paragraph-fer-the
third-gquarter-8£-1978y-whieh-maMimun-rate-shalti-be-effeetive
ypoR-pubizeation-thereof- The determination of the maximum
lawful rate of interest by the superintendent of banking shall

-13-
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be exempt from the provisions of chapter seventeen A (17A)
of the Code.

Sec. 13. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), is reenacted except as provided in section
fourteen (14) of this Act and is the law of this state on
and after the effective date of this Act, notwithstanding
any contrary provision of Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
ninety (1190).

Sec. 14. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), subsection six (6), is amended on the
effective date of this Act by striking the subsection.

Sec. 15. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), subsections one (1), two (2) and five
(5). are amended effective July 1, 1979, to read as follows:

1. As used 1in this section, the term "loan" means any
moRey-toaned-to-a-borrewer-who-furninhes;-ag-geeurrty-£for
ati-er-part-ef-the-loanr-~a-mertgage-en a loan of money which

1s wholly or in part to be used for the purpose of purchasing

real property which is a single-family or a two-family dwelling
occupied or to be occupied by the borrower.
2. a. A lender may collect 1n connection with a loan

an origination fee which does not exceed one percent of the

loan principle. The assessment-and collection in connection

with a loan of a loan origination fee, closing fee, commitment
fee or similar charge other than as expressly authorized by

this paragraph is prohibited. :f-any-lender-receives-anpy

ameurRf-as-a-+eaR-orxgrRatien-fee;-e1o9ing-£fee; -commrEment
fee-or-samriar-eharges-or-any~-combrnation-thereof-~-which

exceeda-the-ameunt-permrtted-by-this-geetionr-the-berrower
shatl-have-the-right-to-reeever-that-charge--plus-atkterney

feeg-and-eourt-cosEs~-trenrred-in-any-acEion-reaessary-te

-14-
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effect-sueh-regevery-
Any-eeste-eharged-te-a-borrevwer--agseerated-with-a-1oans
shati-net-exceed-aatuai-cents~-whieh-shalti-be-dirseioned-teo
the-borrewer--~Such-contn-may-onty-inetude~-one-o¥-more-of
the-followrng+
b. A lender may collect in connection with a loan any
of the following costs which are incurred by the lender in

connection with the loan and which are disclosed to the

borrower:
Credit reports.
Appraisal fees.
Attorney's opinions.
Abstracting.
County recorder's fees.
Inspection fees.
Mortgage guarantee insurance charge.
Surveying of property.
- Termite inspection.
The lender shall not charge the borrower for the cost of
revenue stamps or real estate commissions which are paid by
the seller. Costs which are recoverable from the borrower

under this paragraph are limited to actual amounts paid by

the lender to third parties. Collection of any cost other

than as expressly permitted by this paragraph is prohibited.

c. 1f a lender collects a fee or charge which 1s prohibited

by paragraphs a or b of this subsection or which exceeds the

amount permitted by paragraphs a or b of this subsection,

the borrower has the right to recover the unlawful fee or

charge or the unlawful portion of the fee or charge, plus

attorney fees and costs incurred in any action necessary to

effect recovery.

5. The provisions of this section shall not apply to any
loan which 1s subject to the provisions of section six hundred
erghty-two point forty-six (682.46) of the Code, nor shall
1t apply to origination fees, administrative fees, commitment
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fees or simllar charges paid by one lender to another lender
1f these fees are not ultimately paid either directly or
indirectly by the borrower who occuples or will occupy the
dwelling or by the seller of the dwelling.

A lender shall not collect any fee from a real estate agent
for the purpose of reserving or committing funds held or to
be held by the lepnder for loans which are subject to this
section. 1If a lender collects a fee which is prohibited by
this paragraph the borrower has the right to recover the
unlawful fee, plus attorney fees and costs incurred in an
action necessary to effect recovery.

Sec. 16. Section five hundred thirty-four point twenty-
one (534.21), subsection ten (10), Code 1977, as amended by
Acts of the Sixty-seventh General Assembly, 1978 Session,
chapter one thousand one hundred ninety (1190), section sixteen
{16), is reenacted and shall be the law of this state on and
after the effective date of this Act, notwithstanding any
contrary provision of Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred

ninety (1190).

Sec. 17. Section five hundred thirty-four polnt twenty-
one (534.21), subsection ten (10), Code 1977, as amended by
Acts of the Sixty-seventh General Assembly, 1978 Session,
chapter one thousand one hundred ninety {(1190), section sixteen
(16), is amended effective July 1, 1979, to read as follows:

10. ADVANCE INTEREST ON PREPAYMENTS. Reai-estate-leans
on-a-single-family-or-a-twe-famiiy-dwelling-er-agrienttural
iand-may-be-¥epaird-iA-part-er-in-full-at-any-time-subzect
to-the-previsieons-of-seetien-835-9- Real estate loans on
three-and-feour-famity one-family to four-family dwellings
may be repaid in part or in full at any timej;-enxeepting-that
the. Except where prohibited by section five hundred thirty-
five point nine (535.9) of the Code, the association may
charge not to exceed six months advance interest on that part
of the aggregate amount of all prepayments made on sSuek-iean

~l16-
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in any twelve-month period which exceeds twenty percent of

a real estate loan on a one-family to four~family dwelling I

the original principal amount of the loan; and may charge
any negotiated rate on other loans, except the-real-estate

t0ana-on-singlie-famity-ard-two-famiiy-dwetlznga-er-agricuitural

tapd-pravieusly-referred-to-in~this~-subseetion where prohibited
by section five hundred thixrty-five point nine (535.9) of
the Code.

Sec. 18. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
sections thirteen (13), fourteen (14), fifteen (15), seventeen
(17), nineteen (19), and twenty~two (22}, are reenacted, and
are the law of this state on and after the effective date
of this Act, notwithstanding any contrary provision of Acts
of the Sixty-seventh General Assembly, 1978 Session, chapter
one thousand one hundred ninety (1190).

Sec. 19. The maximum lawful rate of interest determined
and published by the superintendent of banking on or before
June 20, 1979, as required by Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
ninety (1190}, section twelve (12) shall, notwithstanding

contrary provisions of that section or that Act, be the maximum
lawful rate for the month of July, 1979, and until the maximum
lawful rate for the month of August, 1979, is determined and
published and becomes effective as provided in section twelve
(12) of this Act.

Sec. 20. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
sections twenty-three (23) and twenty-six {26), are repealed
on the effective date of this Act. Acts of the Sixty-seventh
General Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section twenty (20), is repealed on
July 1, 1979.

Sec. 21. It is the intent of this Act that Acts of the
Sixty-seventh General Assembly, one thousand one hundred

~-17-
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ninety (1190}, sections eleven (11} through seventeen (17},
and sections nineteen (19) and twenty-two (22), which were
enacted as temporary provisions to expire on July 1, 13879,
shall be deemed permanent Iowa law as enacted, notwithstanding
the temporary nature of those provisions when enacted, and
that the laws of this state as contained in those provisions
shall continue to be the laws of this state on and after the
effective date of this Act, except as specifically amended

by a provision of this Act, as if those provisions had been
enacted as permanent Iowa law.

O © ~F P U s b b

o
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Sec. 22. The code editor 1s directed to codify those
sections of Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190), which
are reenacted by this Act or which are reenacted and amended

[ i e
[ Y < V5 R N ]

by this Act, as permanent Code provisions, and to delete all

b
o

references to 1977 Code law and to temporary law other than
customary historical notations as appropriate.

-3

Sec. 23. This Act, being of immediate importance, shall

-
v

take effect, except as otherwise specifically provided in
this Act, from and after its publication in the Quad-City

b
= O

Times, a newspaper published in Davenport, Iowa and in The

o
3%,

Waterloo Couriler, a newspaper published in Waterloo, Iowa.

23 EXPLANATION
24 This bill deals with credit union share drafts, and with
25 usury and related matters, which were the subjects of legis-

[y
[e

lation contained in sections 11 through 22 of Acts of the

[ %
~J3

Sixty-seventh General Assembly, 1978 Session, chapter 1190
(House File 2467, 1978 Session).
Sections 1 through 10 of this bill provide permanent

W M
O 0w @

authority for share-draft accounts in credit unions, which

(9]
[

replaces the temporary authority contained in section 23 of
House File 2467.
Section 1 of the bill requires that a credit union desiring

w W W
> W o

to offer share-draft services must apply to the credit union
adminigstrator for approval of the propeosed program. Contents

o
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of the application are specified, along with conditions which
must be satisfied before approval may be given. Among other
things, the provisions of section 1 reguire the identification
of the bank through which the share drafts are payable, the
operating procedures for share-draft accounts, preprinted
share-draft forms, periodic statements of account to members,
procedures for stop-payment orders, and disclosure of share-
draft service fees.

Section 2 provides that if a credit union 1s dissolved,
outstanding third-party share drafts must be paid prior to
distribution of assets or payment of obligations of the credit
union.

Section 3 authorizes the credit union administrator to
order a credit union to terminate its share-~draft program
1f there is a failure to pay drafts promptly when presented,
or a failure to comply with other requirements.

Section 4 requires the maintenance of a share-draft
liquidity reserve. The reserve amount is equal to the sum
of 3 percent of deposit-account and share-account balances
plus 7 percent of demand-account balances., At least one-fifth
of the reserve must be held in cash or demand deposit accounts

? in state or national banks, and the balance may be held in

the types of investments designated in section 4. The reserve
must be maintained on a daily basis, and the credit union
1s subject to a termination of its share-draft program and
a $100 per day penalty if the five-day average of the actual
reserve is below the nominal amount, or if the five-day average
of the actual cash and demand account balances is less than
20 percent of the reserve amount.

Section 5 1s a correlating amendment.

Section 6 amends Code section 533.19 to prohibit notice
of withdrawal for a credit union member's funds which are
subject to withdrawal by share draft.

Section 7 amends the criminal code to make the fraudulent
1ssuance of a share draft subject to the same penalties as

-1G-
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those which apply to the issuance cf '"bad" checks.

Sections 8 and 10 contaln temporary provisions applicable
to credit unions which have operating share-draft programs
on the effective date of the Act. The temporary provisions
enable these c¢redit unions to continue to provide share-draft
services while attempting to comply with the new reguirements.

Section 9 1s a legalizing provision for share drafts issued
prior to the effective date of the Act.

Sections 11 through 19 of the bill deal with usury and
related matters.

House File 2467 provides that most of the usury and related
sections have temporary effect only, and expire on July 1,
1979. On and after July 1, 1972, the law will be the same
as 1t was prior to enactment of House File 2467.

This bill reenacts each of sections 11 through 17 and
sections 19 and 22 of House File 2467, in effect making those
temporary sections permanent Iowa law. This reenactment would
be effective upon publication of this bill. Sections 11,

12 and 16 of House File 2467 are also amended by this bill,
but the amendments would not take effect until July 1, 1979.

The subjects contained in the sections of House File 2467
which are effected by this bill are as follows:

Section 11 established a floating usury rate under section
535.2 of the Code, to be determined by the superintendent
of banking on a quarterly basis, and added other conditions
relating to the usury rate under 535.2. This bill reenacts
section 11, but as of July 1, 1979, the usury rate would be
redetermined by the superintendent of banking on a monthly
basis, rather than a gqQuarterly basis. (See sections 11, 12
and 19 of this bill.)

Section 12 of House File 2467 prohibited or regulated
charges made by lenders on certain types of loans. This bill
reenacts section 12, but effective July 1, 1979, lenders would
be entitled to collect an additional charge for originating
a loan, the definition of loan is clarified, and the shifting

-20-~
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of prohibited charges to the seller is expressly prohibited.
A lender also would be prohibited from collecting a fee from
a realtor for the purpose of reserving blocks of funds for
lcans to future customers of the realtor. (See gections 13
and 15 of this bill.) Section 14 of this bill strikes from
section 12 of the 1978 Act a provision which repealed the
section as of July 1, 1979.

Section 13 of House File 2467, in conjunction with sections
14 through 17 of that Act, prohibited prepayment penalties
in certailn types of real estate loan transactions. This bill
reenacts those provisions (see sections 16 and 18 of this
bill), but amends section 16 of the 1978 Act as is described
in the following paragraph.

Section 16 of House File 2467 amended Code section 534.21
to correlate the prepayment penalties authorized by that Code
section with the prohibition contained in section 13 of House
File 2467. However, the manner in which the correlating
amendment was drafted had the effect of prohibiting prepayment
penalties on all loans secured by one-family or two-family
dwellings, not just those in which prepayment accompanies
a transfer of ownership as provided in section 13 of House
File 2467. Section 17 of this bill amends Code section 534.21,
subsection 10, of the Code, effective July 1, 1979, to restrict
prepayment penalties only to the extent provided in section
13 of House File 2467.

Sections 18, 21 and 22 of House File 2467 amended sections
of the savings and loan association law and the consumer
credit code to eliminate an inconsistency in these laws with
respect to the maximum permissible interest rate which may
be 1mposed in real estate transactions. Sections 18 and 21
were permanent sections. Section 22 is reenacted. (See
section 18 of this bill.)

Section 19 of House File 2467 anmended section 536A.23 of
the Code, relating to industrial loan companies, to correlate
that section with the other provisions contained in House

-21-
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File 2467. Section 19 is reenacted {see section 18 of this
bill).

Section 20 of House File 2467 created a temporary maximum
interest rate on mobile home loans. This bill repeals that
section effective July 1, 1979. (See section 20 of this
bill.)

Sections 20, 21 and 22 of this bill express the intent
of the bill in making the previously enacted temporary law
permanent.

This bill would take effect upon publication, except as
otherwise provided with respect to particular provisions or

sections.

LSB 11465 68
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SENATE FILE 158
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Amend Senate File 158 as follows:

1. Page 15, line 23, by inserting after the word
"parties" the words ", except that a lender also may
collect from the borrower the reasonable value of
any appraisals and inspections referred to in
subparagraphs two (2) and six (6) of this paragraph
when performed by employees of the lender".

L .
$-3038 FILED oXomrt 3/707 Jéc) BY STEPHEN W. BISENIUS
FEBRUARY 6, 1979

SENATE FILE 158

S5-23039
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Amend Senate File 158 as follows:

1. Page 13, line 8, by striking the words
"effective July 1, 1979," and inserting in lieu thereof
the words "on the effective date of this Act".

2. Page 13, line 12, by striking the words "July
1, 3938 1979," and inserting in lieu thereof the words
"Juiy-1--3878; the effective date of this act”.

3. Page 17, by striking lines 17 through 26 and
inserting in lieu thereof the following:

"Sec. 19. The maximum lawful rate of interest
as established under Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section twelve (12), and in
effect on the effective date of this Act as provided
in that section, shall, notwithstanding contrary
provisions of that section or that Act, be the maximum
lawful rate until the maximum lawful rate for the
first full calendar month which commences on or after
the effective date of this Act is determined and
published and takes effect as provided in section
twelve (12) of this Act.”

$-3039 FILED «ApZik 2/7(p 3cs) BY STEPHEN W. BISENIUS
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SENATE FILE 158

1 Amend Senate File 158 as follows:

2 1: Page 13f 1ipe 16, by striking the word "preceeding”
3 and inserting in lieu thereof the word "preceding”.
5

2. Page 14f liqe 27, by striking the word “principle"
and inserting in lieu thereof the word "principal",

§-3030 FILED (efoutid 37 (3 505 ) BY EDGAR H. HOLDEN

FEBRUARY 5, 1979

SENATE FILE 158

3001

Imend Sonate File 158 as follows:

1. Page 16, by striking lJines 32 and 33, and
incerting 3n lien thercof the following: 'the.
Fxcept where prohibited by Acts of the Sixty-scventh

General nacscmbly, 1978 Session, chapter one thousand

¢ hundred ninety (11%0), section thirteen (13),
the association may".

2. Page 17, by striking lines 7 and 8 and inserting
in lieu thereof the following: "by Acts of the Sixty-
seventh General Assembly, 1978 Session, chapter one
thousand one hundied ninety (J190), section thirteen

13y
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SENATE 7
; FEBRUARY ©, 1979

SENATE FILE 158

3032

Anend Senate File 158 as follows:

1. Page 14, line 24, by inserting aftex the period
the following sentence: "!"Loan! includes the
rcflnanCJﬁg of a contract of %_le ard the refinancing
of a prior loan, whatlier or not the DOrrower 21so
was the borrower under tn{_g{lor loan, and the
assumption of a DX 1or lcan.

2. bPage 16, by inscrting after line 11 the
following:

"Sec. . Acts of the Sixty-seventh General
Assembly, 1387¢ Session, chapter one thousand one
hundred ninety (1190), section thirteen (13}, is
reenacted and 1s the law of this state on and after
the effective date of this Act, notwithstanding any
contrary provision of Acts of the Sixty-seventh General
£scsembly, 1978 Session, chapter one thousand one
hundred ninety (11%0).

Sec. . Acts of the Sixty-seventh Ceneral
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), zection thirteen (13),
subsection one (1), is amended effective July 1, 1979,
to read as follows:

1. Po-vsed-ik-thzs- seet*eﬁ*

Gv--Hoanl-recng-meney~toaned-£a-a- -berrowar-whe

 fvrnishesy-as-secadrity-fer-all- ex-dpv-paut ef-Ehe

}euRT—a -rertAcgge-on-real-properiy-which-is-a-virgle~
P?'xf er-a-tve-family-dweiling-te-be- eeeapxea By

the-borrover-or-néRey-leaned-te-a-bhovrrover-fer-the
purpese-sf-purchasing-agrientturalt-2and-wherxe-the
bForxgrer~furpighes-s-mortgage-en-the~real-property
te-pe-pririgkased-ag-seenriiy-fer-the-ican-

br--Yhongerl-reans-ary~astate-ar~federaltiy-charcered
bank,;-savirgs-and-iean-asgoeratien-ey¥-eredit-nnzeas
any-indestrial-lean-ceRpPany;-—aNy-1NOBFAREL-EEMPANY

Feany-gther-pe¥sop-or-entrty-whzeh-makes~a-20ans

as-cdefrred~iR-tRis-3ecetiens

As used in this section, "loan" means a loan of
money vhlch 1s wnolly ox in part to be used for the
PUrposé of purcnzsinug real vroperty wvhich 1is a single-
family or a two-family dwelling ocgunied or to be
occupied by the borrower, or for tne vurpose of
QprchaSan agricul<urai land. "Loan" includes the
refinancing ot a contract of szie, and the refinancing
of &4 prior loan, wnether or not the borrower als
\7as the borrower Under the crior loan, and the
assumption of a prior loan.!

3. Page 17, line ll, by striking the word and.
rurmpber "thirteen (13},

4. By renumberin sectlons of the bill.

§-3032 FILED Hdopld #/5(p 5¢) BY EDGAR H. HOLDEN
FEBRUARY 5, 1979
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SENATE 4
FEBRUARY 7, 1879

SENATE FILE 158

¢

S-3037

1 Amend Senate File 158 as follows:

2 1. Page 1, line 23, by striking the word *chapter®
3 and inserting in lieu thereor the words "chapter,

4 provided that a credit union shall not pay interest

5 or dividends on a share-draft account at a rate which
6 exceeds tihe maximum interest rate which Iowa state

7 banks insured by the federal @eposit insurance

8 corporation are permitted by federal law to pay on

9 insured passbook savings accounts".

10 2. Page 3, line 24, by striking the words '"five
11 years" and inserting in lieu thereof the words “seven

12
13

years after the first day of January of the vear
following the year in which the draft was paid".

T

14
15
16
17
18
19
20
21
22
23

24

25
26
27
28
29
30

. 3. Page 8, by 1nsert1nc after line 29 the follow—
ing:

"5. Vhenever it shall appear necessary to do so
in the interest of the members of a credit unlon,
the administrator may require that the credit union
maintain reserves exceeding the amount required by
subsection two (2) of this section, consisting of
such obligations of the United States as the
administrator shall prescribe. Any additional amount
required under this subsection to be maintained in
reserve shall be verified and replenished as reguired
by the administrator. Failure to comply with
requirements imposed by the administrator under this
subsection 1is a violation of this section.”

4. By renumbering subsections of section four
(4) of the bill in conformity with item 3 of this
anendment.

31
32
33
34
35
36
37
38
39
40

5. Page 9, by inserting after line 11 the
following:

"Sec, - Chapter five hundred thirty-three
(533), Code 1979, is amended by adding the following
new section:

NEW SECTIONW. ACCEPTANCE OF DEPOSITS AND INVESTMENTS
WHILE INSOLVENT. A credit union shall not accept
any deposits or investments in its shares, or renew
or extend the term of any time deposits or time
investments, when the credit union is insolvent."

41
42
43
44
45
46

6. Page 9, by inserting after line 11 the
following:

"Sec. . Section five hundred thirty-three point
six (533.6), subsection one (1), Code 1979, is amended
by striking the subsection and inserting in lieu
thereof the following:

1. Credit unions organized under this chapter
shall, on or before the first day of February of each
year, render a full, clear and accurate report of
their condition as of the preceding December thirty-
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first to the administrator on blanks supplied by the
administrator for that purpose. The administrator
shall also call for additional reports of condition
from every credit union at least twice each year.
The additional reports of condition shall be
transmitted to the administrator within thirty days
after the receipt of a request for the report from
the administrator. Each of these reports shall be
subject to the following requirements:

a. Every report of condition shall be verified
by the ocath of an officer of the credit union and
attested by the signatures of at least five of its
directors, or verified by the oath of two of the
officers of the credit union and attested by three
of the directors. :

b. 1f any report of condition remains in arrears
for more than five days, a fine of twenty-five dollars
for each day the report remains 1n arrears shall be
levied against the offending credit union in addition
to any fine for failure to pay the annual fee., If
the report is not returred within thirty days of the
due date, tne administrator may, after written notice
to the president of the credit union, suspend Or
revoke the certificate of approval, take possession
of the business and property of such credit union,
and order its dissolution.

c. Within forty days after Decemberx thirty-first
or the date of the receipt of each request for a
report of condition, as the case may be, the credit
union shall cause the report to be published once
in a newspaper of general circulation in the municipal
corporation or unincorporated area in which the credit
union has its main office, or if there is none, in
a newspaper of general circulation published in the
county, or in a county adjoining the county, in which
the credit union has its main office. Proof of
publication, by affidavit of the publisher of the
nevwspaper in which it was made, shall be delivered
to the administrator and shall be conclusive evidence
of the fact.

d. The administrator shall also have power to
call for special reports from a credit union whenever
in the administrator's judgment the same are necessary
in order to obtain a full and complete knowledge of
ite condition. Such reports shall be verified and
attested in the same manaer as required in paragraph
a of this subsection.™

48~ 7. Page 10, by inserting after line 2 the follow-

ing:
"Sec. . section five hundred thirty-three point
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fourteen (533.14), Code 1979, is amended to read as
follows:

$33.14 INTEREST RATES.

1. Interest rates on loans made by a credit union,
other than loans secured by a mortgage or deed of
trust which 1s a first lien upon real property shall
not exceed one percent a month on unpaid balances,
except that with respect to consumer loans, a credit
union may charge the finance charge permitted in
sections 537.2401 and 537.2402.

2. With respect to a loan secured by a mortgage
or deed of trust which 1s a first lien uvon real
property, a credit union shall not chargs a rate of
intérest which exceeds the maximum rate permitted
by section five hundred thirtv-five point two (535.2)
of the Code.

3. The provisions of this section do not apply
to a lcan which is subject to scction six hundred
eightv-two point fortv-six (682.46) of the Code."

8. Page 12, by inserting after line 31 the
following:

Sec, . Section five hundred twenty-four point
eight hundred sixteen (524.816), code 1979, is amended
to read as follows:

524.816 €ASH RESERVE REQUIREMENTS.

1. A state bank which is a member of the federal
reserve system shall maintain eash reserves in
accordance with the reguirements applicable to a
member bank under the laws of the United States.

2. A state bank which is not a member of the
federal reserve system shall maintain e€ash reserves
against its deposits in amounts:

a. 1In the case of a state bank with its principal
place of business in a municipal corporation defined
as a reserve city by the laws of the United States,
not less than ten percent of its demand deposits
except that the superintendent may on such basis as
he may deem appropriate in view of the character of
the business transacted by such state bank, make
applicable the reserve requirement p*escrlbed for
banks not having their principal place of business
in such a reserve city.

b, In the case of a state bank not having its
principal place -of business in a municipal corporation
defined as a reserve city by the laws of the United
States, not less than seven percent of its demand
deposits.

¢. In the case of any deposit other than a demand
deposit, not less than three percent.

3. A state bank, except a state bank which is
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a member of the federal reserve system, shall determine
the amount of its eashk reserves required by this
section in accordance with a formula prescribed by
the superintendent by general regulation applicable
to all such state banks.

4. The eash reserves required by this section
of a state bank which is not a member of the federal
reserve system shall eensist-of-United~-S5tates-eoin
apd-eurreney-on-hand-and-£funda-ern~depeszrt-in-other
bapks--rhe-depesits-ef-vhieh~are-rRoured-by~the-federal
depoesit-insuranee-eo¥perations be maintained as

follows:

a. Not less than one-fifth of the resexrve shall
consist of United States coin and currency on nand
and funds on deposzlt in cither banksg, the deposits
of which are ansuved by the federal deposit insurance
corporation.

b. The balance cof the reserve may be invested
in United States treasury debt instruments which are
owned by the state bank and which will mature 1n one
year or less.

5. Whenever it shall appear necessary to do so
in the interest of the depositors of a state bank,
the superintendent may require that the state bank
malntain reserves exceeding the amount required by
this section consisting of such obligations of the
Uniteé States as the superintendent shall prescribe."

9. Page 12, by inserting after line 31 the
folloving:

"Sec. ___ . Section five hundred twenty-four point
nine hundred five (524.905), subsection five (5),
paragraph d, Code 1979, is amended to read as follows:

d. The value of real property shall be determined
by averagirpg the apprazsais appraisal of twe a
qualified persers person, selected in a manner
authorized by the board of directors, who are is
familiar with real property values in the vicinity
where the real property is located, and who inspeet
inspects the real property and state states its value
to the best of theixr his or her judgment 1n a written
report to be retained by the state bank during the
term of the loan."

. 10, Page 12, by inserting after line 31 the follow-
ing:
"Sec. . Chapter five hundred twenty-four (524),
division nine (IX), Code 1979, is amended by adding
the following new section:
NEW SECTION. ADVANCE INTEREST ON PREPAYMENTS.
Real estate loans on one-«family to four-family
dwellings may be repaid in part or in full at any
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%?me. Except where prohibited by Acts of the Sixty-
Y

seventh General Assembly, 1978 Session, chapter one
thousand on2 hundred ninety (1190), section thirteen
{(13), a state bank may charge not to exceed six months
advance interest on that part of the aggregate amount
of all prepayments made on a real estate lcan on a
one-family to four-family dwelling in any twelve-month
period which exceeds twenty percent of the original
principal amount of the locan; and may charge any
negotiated advance interest rate on prepayment of
other loans, except where prohibited by Acts of the
Sixty-seventh General Assembly, 1978 Session, chapter
one thousand one hundred ninety (1190), section
thirteen (13). :

Sec. ____. Chapter five hundred thirty-three (533),
Code 1979, is amended by adding the following new
section:

NEW SECTICON. ADVANCE INTEREST ON PREPAYMENTS.
Real estate loans on one-family to four-family
dwellings may be repaid in part or in full at any
time. Except where prohibited by Acts of the Sixty-
seventh General Assembly, 1978 Session, chapter one
thousand one hundred ninety (1190), section thir-
teen (13), a credit union may charge not to exceed
six months advance interest on that part of the
aggregate amount of all prepayments made on a real
estate loan on a one-family to four-family dwelling
in any twelve-month period which exceeds twenty percent
of the original principal amount of the lecan; and
may charge any negotiated advance interest rate on
prepayment of cother lcans, except where prohibited
by Acts of the Sixty~-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety

- {1190), section thirteen (13)."

_711. Page 13, by inserting after line 4 the follow-
ing:
"sec. . Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section eleven (11l), subsection
two (2}, is amended effective July 1, 1979, to read
as follows:

2. Any domestic or foreign corporation, and any
real estate investment trust as defined in section
856 of the Internal Revenue Code, and any person
purchasing securities as defined in chapter 502 on
credit from a broker or dealer registered or licensed
under chapter 502 or under the Seeurity Securities
Exchange Act of 1634, 48 Stat. 881, 15 United States
Code 78A, as amended, and any person borrowing money
tR-the-prineipal-amount-~of-two-hundred-thousand-deiiars
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or-mere or obtaining credit for business purposes,
and any person borrowing moncy g;_gpggjgiggﬂggqggg

in the prircipal amount of £ive-hundred more than

thirtz—five thousand dollars er-mere exclusive of

——— s o e —— "

interest for agricultural purposes, may agree in
writing to pay any rate of interest in excess of the
rate permitted by this section, and no such corporation
or real estate investment trust or person so agreeing
in writing shall plead or interpose the clalm or
———20 defense_of usury in any action or proceeding.”

o~ 11 12. By renurnbering sections of the bill and

& 12 correcting internal references as necessary.

wmﬁmmpwwpf

$-3037 FILED
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SENATE FILE 158
$§-3040

amend Senate File 158 as follows: ‘

1. By striking everything after page 12, line
31 and through page 18, line 17. .

2. Page 18, by inserting after 1line 17 the
following: )

"Sec. . Acts of the Sixty-seventh General As-
sembly, 1978 Session, chapter one thousand.one hundred"
ninety (1190}, section twenty-three (23}, is repealed.

3. Page 18, lines 19 and 20, by striking thé words

», except as otherwise specifically provided in this

angh
O\Om\ld\w-&:ww—-‘

11 Act,". '

12 4. By renumbering sections of the bill 1n

13 conformity with this amendment.

14 5. Amend the title by striking lines 1 through
15 6 and inserting in lieu thereof the follqwing: ."An
16 Act relating to the withdrawal of fgnds in credit
17 unions by means of drafts, and providing penalties.’
53040 FILED o(oes </70g 2¢2) 8y BOB RUSH

FEBRUARY 6, 1979

b
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SENATE FILE 158

rxend the Senate ciendinont §-3037 to Sconate File '
158 as follows:

. 1. Page 4, by striring lines 88 throush S0, and
page S,. by striking lines 1 through 1 and inserting
in liecu thereof the following:

"NEW SECTION. ADVANCE INTEREST ON PREPAYIMENTS.
Real estate loans on one-family to four-~-family
dwellings may he repaid in pert or in full at any
time, excepting that a state bank may charge not to
exceed six months advance interest on that part of
the aggregate amount of all prepayments made on such
Joan in any twelve-month pericd which exceeds twenty
percent of the original principal amount of the loan;
and may charge any negotiated rate on other loans.
Nothing contained in this section, however, authorizes
a state bank to charxge any advance interesi or
prepayment penalty where prohibited by Acts of the
Sixty-seventh General Assembly, 1978 Session, chapter
cne thousand c¢ne hundred ninety (1130), section
thirteen (13)."

2. Page 5, by striking lines 18 through 34 and
inserting in lieu thercof the following:

"KEW SECTION. PDVANCE IRTERREST ON PREPARYHENTS,

24 Real éstate Joans on one-family to four-family

25 <dwellings may be repaid in part or in fuvll at arny

25 time, cxcepting that a credit union may charge not

27 to exceed six rmonths advance interest on that part

28 of the aggregate amount of all prepayments mede on

29 such loan 1in &ny twelve-nmonth period which coxceeds

30 twenty perxcent of the original principal amount of

31 the loan; and may charge any negotlated ralte on other
32 loans. Nothing contained in this section, however,

33 authorizes a credit union to charge any advance

33 interest or prepayment penalty where prohibited by

35 Acts of the Sixty-seventh General Assembly, 1978

36 Session, chapter one thousand one hundred ninety

37 (1190), section thirteen (13)."

$-3045 FILil & ADOPTED (.54 ) BY BFRL R, PRIEBF
FE3RUARY 7, L1979 DALE L. TIEDEN

NORMAN G. RODGERS
JOHN W, JENSEN
ARNE WALDSTEIN
MERLIM D, HULSE
CLCYD ROBINSON
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SENATE FILE 158

S-3046 _
1 Amend the Scnate amendment S-3031 to Senate File
2 158 as follows:
3 1. By striking lines 2 through 12 and inserting
4 in lieu thereof the following:
5 "1. Page 16, line 17, by striking the word "Act,"
6 and inserting in lieu thereof the words "act as amended
7 by section seventeen (17) of this act,",
& 2. Page 16, by striking lines 25 throuch 35 and
2 inserting in lieu thereof the following: "(16) is
10 amended on the effective date of this act by striking
11 the subsection and inserting in lieu thereof the
12 followings: :
13 10. ADVANCE INTEREST ON PREPAYMENTS . Real estate
14 loans on one-family to four-family dwellings may be
15 repaid in part or in full at any time, excepting that
16  the association may charge not to exceed Six months
17 advance interest on that part of the aggregate amount
18 of all prepayments made on such loan in any twelve-
19 month period which exceeds twenty percent of the
20 original principal amount of the loan; and may charge
21 any negotiated rate on other loans. Nothing contained
22, in this subsection, however, authorizes an association
23 to charge any advance interest or Prepayment penalty
24 where prohibited by Acts of the Sixty-seventh General
25 Assembly, 1978 Session, chapter one thousand one
26 hundred ninety (1190)., section thirteen (13)."
;; 3. Page 17, by striking lines 1 through 8."
' . T, E. PRIEBE
§-3046 FILED CiclepZid 2/ (3.481) BY DeRL - IRIEER
)79 JOHN W. JENSEN
FEBRUARY 7, 19  ARNE WALDSTEIN
MERLIN D. HULSE
CLOYD ROBINSON
NORMAN RODGERS
SENATE FILE 158
S-3044
1 Aamend the amendment S-3037 to Scnate File 158 as
follows:
§ to 1. Page 5, by striking lines 35 through 50.
4 2. Page 6, by striking lines 1 through 10.
2, ) : ', PRIEBE
S-3044 FILED & ADOPTED (p.5¢s) R T oo
FEBRUARY 7, 1979 JOHN W. JENSEN

ARNE WALDSTEIN
MERLIN D. HULSE
CLOYD ROBINSON
NORMAN RODGERS
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Armend the Senate airendnrnent §-3037 to Senate File
158 as follows:

1. Page 3, hy inserting aftex line 21 the
following:

"Sec. . Chapter five hundred twenty-four (524),
division five (V), Code 1979, is amended by adding
the following new section:

NEW STLCTION, ANTIUAYL CUSTOMERS' MEETING--DISCLCSURE

1. 2rnually on a date set by the chief cxecutive
officer of the bank, but prior to the date of the
annual mceting of the sharcholders of {the bank, a
meeting of customers of the bank shall be held in
the city in which the principal place of husiness
of the bank is located, provided that if the principal
place of business of the hank is located in an
unincorporated areca, the meeting shall he held in
the city nearest the principal place of husiness of
the bank. Notice of the customers' meeting shall
be sent at least ten days prior to the meceting date
to all depositors of the hank &nd to all persons who
are indebted to the han¥, whether directly or by
assigni.ent, at the current address of these persons
as shown in recoxds maintained by the hank.

The purpose of the customers' meeting shall be
to allow customers to submit to the board of directors
suggestions recspecting operational changes, more and
better customer services and idcas of how the hank
may better serve the community. The hoard of directors
shall adopt as soon as possible after the annual
customers' meeting those items which the customers
by majority vote at the customers' meeting request
the directors to acdopt.

2. If any report stating the financial condition
of the bank is given to the hoard of directors, a
copy of the report shall he sent to all customers
of the bank who are required to be notified of the
annual customers' meeting under subsection one (1)
of this section. A copy of each report referred to
in this subsection and each call report as reguired
by the superintendent shall be posted in a conspicuous
place in the lobby of the hank.

Sec. . Section five hundred twenty-four point
one hundred three (524.103), Code 1979, is amended
by adding the following new suhsection:

KEW SUBSECTION. "Correspondent hank" means a bank
with which a state hank has any working relationship.
A correspondent bank must he located in the state
of Iowa or in a state adjoining Iowa."

2. Page U, by inserting after line 17 the follow-

- b e ) and ek ed =
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N

ing:
"b. In addition to the amount required by paragraph
a of hlS subs rcLlon, nut less than one-fifth of the

cash reserves required by this sect1on7%na?l_be Yept
in a demand account in a credit union which is located
in the count ty in which the principal place of bhusiness
of the bank is located ~or in an adjacent county, or

in a central credit union organized under chapter

five hundred thirty-three (533) of the Code."

3. Page 4, line 18, by striking the letter "b.
and inserting in lieu thereof the letter "c."

S OWONAOAUNTEWN=

—t

~5u4/ FILEL, WITHDRAWN Qf 3¢ ) BY CLOYD ROBINSON
FFBRIARY 7, 1979

SENATE FILE 158

Amend Senate File 158 as follows:

1. Page 16, line 13, by inserting after the word
"by" the words "Acts of the Sixty-seventh General
Assembly, 1977 Session, chapter one hundred thirty-

S

1

2

3

4

2 three (133), section seven (7), and as further amended
by".

7

8

9

0

1

2. Page 16, line 22, by inserting after the word
"by" the words "Acts of the Sixty-seventh General
Assembly, 1977 Session, chapter one hundred thirty-

three (133), section seven (7), and as further amended
by 1] .

S-3041 FILED &chpted #/5(p.2517 BY EDGAR H. HOLDEN
FEBRUARY 7, 1979

SENATE FILE 158

-3043

Arnend the Holden aimendment, S-3037, to Scnate File
158 2s follows:

1. Page 6, line 1 by striking the words "or ob-
taining credit”.
T 2.7 Page 6, by striking lines 2 through 5 and in-
serting in lieu thereof the words "end- eny-person- ber-
fSrI g“—é Cj*:u—c“6 P;Iﬁ@;?al -arornt-ef-five-hundred
Logsand- cel%a:s er-more or for agricultural purposes,
ay agree in"

Wodannndwhk-
=5 b
g

—t

S-3043 FILED RULED OUT OF ORDFR‘%F 34&,) BY LUCAS J. DeKOSTER
FEBRUARY 7, 979 :
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Amend Senate File 158 as follows:

1. Page 16, by inserting after line 11 the
following:

"Sec. 16. Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section thirteen (13), is
reenacted and is the law of this state on and after
the effective date of this Act, notwithstanding any
contrary provision of Acts of the Sixty-seventh General
Assenmbly, 1978 Session, chapter one thousand one
hundred ninety (1180).

Sec. 17. Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety ({(1190), section thirteen (13),
subsections one (1) and two {2), are amended effective
July 1, 1979, to read as follows:

1. As used in this sections

az~--tLean?-means-meney-loaned-te-a-beorrewer-vhe
éufﬁésh357-as—seeufi%y—fer—a&i-ef~aﬁy-paf&—ef-%he
ioany-a-mortgage-en-real-preperty-vhieh-is-a-aingle-
éami&y-er—a—éws—ﬁamiiy-dweiiing-&e~be—eeeupied*by
the-borrover-er-money-ioaned-to-a-borrewer-£fox-the
purpose-ef-purehasing-agrieuttural-land-vhere-ghe
berrewef-furnishes—a—msftgage—en—the~rea}-pfepefﬁ
to-be-purechased-as-aeceuriiy-fox-the-loan-

br--dtender’-peans-any-state~-ex-federaliv-chartered
hankT-sevénqs—ané—&eaﬁ-asseeéaééeﬁ—ef—Efedit~uﬁien7
aﬁy—éadustfia&—iean-eeﬁpany7-any-énsufanee-eempaﬁyT
exr-any-other-persen-or-entitv-vhieh-makes-a-ieans
as-defined-in-thigs-seetions, "lender" means any state
or federally chartered bani:, savings and 1oan
association oxr credit union, any inqustrial loan
company, any lnsurancé company, Or any other person
or entity which makes a 1oan.

2.a. As used in this paragraph, "loan" means a
loan of money which is wholly or in part to be used
for the purpose of purchasing real property which
is a single~family or a two-family dwelling occupied
or to he occupied by the borrower. Whenever a borrower
under a loan repays the full amount of the loan in
eonneetion-with-a-transfer-oef-ovnership-of-she-real
property-given-as-security~-£for-shat-iean, the lender
shall not receive an amount in payitent of interest
which is greater than the amount determined by applyving
the rate of interest agreed upor by the lender and
the borrower to the unpaid balance of the loan for
a period of time during which the horrower had the
use of the money loaned; and the lender shall not
impose any penalty or other charge in addition to
the amount of interest due as a result of the repayment
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1 of that loan at a date earlier than is required by

2 the terms of the loan agreement. A lender may,

3 however, require advance notice of not more than

4 thirty days of a bhorrower's intent to repay the full

5 amount of a loan at a date earlier than is required

6 by the terms of the loan agreement.
-7 b. As used in this paragraph, "loan" means a loan

8 of money which is wholly or in part to be used for

9 the purpose of purchasing agricultural land. Whenever
10 a borrower under a loan repays the full amount of

11 the loan in connection with a transfer of ownership
72 of the land given as security for that loan, the

13 lender shall not receive an amount in payment of

14 1nterest which 1s greater than the amount determined
15 by applying the rate of interest agreed upon by the
16 lender and the borxower to the unpald balance of the
17 loan for a period of time during which the borrower
18 had the use of the money loaned; and the lender shall
19 not impose any penalty or other charge in addition

20 to the amount of interest due as a result of the

21 repayment of that loan at a date earlier than is

22 required by the terms of the loan agreement. A lender
23 may, however, require advance notice of not more than
24 thirty days of a borrower's intent to repay the full
25 amount of a lcan at a date earlier than is required
26 by the terms of the loan agreement.”
.27 2. Page 17, line 171, by striking the word and

28 figure "thirteen (13)}".

29 3. By renumbering sections and correcting internal
30

references as necessary.

BY PATRICK [J. DELUHFRV

FEERUARY 7, 1979
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SENATE FILE 158

48 .

rmend Senate File 158 as follows:

1. Page 15, hy inserting after line 2& the
following:

"c. If the purpose ! of the_lgaq_lsdtg_enab1e the

borrower r to purchase a slngle— ‘amily Or two-family

dwelling from a previous ‘owner, and pursuant to the

Toan aglccmeht the borrower assumes outstanding

Indébtedness of the previous owner Y on a loan secured

by the dwelling being [ purchasea, the lender er shall

Tot collect a rate of interest which excceds the rate

prov1oed for in tl] the “loan agreeaent “of the prev10us

owner whlch “is being assumed by the borrgygr. R

2.  Page 15, 1ine 25, by striking the letter "c." :
and inserting in lieu thereof the letter "d.

3. Page 15, line 26, by striking the words
"paragraphs a or b" and 1nsert1ng in lieu thereof
the words "paragraphs a, b or c"

4. Page 15, line 27, by strlklng the words
"paragraphs a or b" and 1nsert1ng in lieu thereof

the words "paragraphs a, b or c"

048 FILED Htddiwon l5(p.580) BY GEORGE R. KINLEY
RUARY 7, 1979 WILLIAM D. PALMER

SENATE FILE 158

§-3050

WONOAUMEWN=

Amend Senate File 158 as follows:

1. Page 14, by striking lines 26 and 27 and
inserting in lieu thereof the following: "a fee not
exceeding one percent of the loan principal, which
is deemed a reimhursement of expenses to be incurred
py the lender in the event the obhligation or an
interest in the obligation 1s suhsequently sold by
the lender to another lender. A fee which does not
exceed the maximum amount permitted by this paragraph
is conclusively presumed to be the amount of the
lender's expenses in the event of sale. However,
if the obligation or an interest in the obligation
has not been sold upon the expiration of eighteen

14 months after the date of closing of the loan, the
15 1lender shall repay the entire amount of the fee without
16 interest to the horrower within thirty days. The
17 @ssessment-and collection in connection".
. 18 2. Page 15, line 27, by inserting after the word
19 "subsection," the following:  "or if a lender fails
20 to repay the fee to the borrower when requ;red to
g; ‘do_so by paragraph a of this subsection, .
$-3050 FILED & LOST (3¢5 ) 'BY PATRICK J. DELUHERY

FEBRUARY 7, 1979
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-lcan of mongy thCh is wholly or 1n_part to bo_ur ed

SENATE FILE 158

amend the Holden amendment., $-3032, as follows:

1. Page 1, by striking lines 10 tulOUgn 48 and
inserting in lleu thereof tne following: .

"Sec. 16.° Acts of tae glhty seventn General
Assemoly:, 1978 Session, cnapter one thousand one
nundred ninety (1190), section tnirteen (13), is
reenacted and is the law of this state on and after
the effective date of this Act, notwithstanding any
contrary provision of Acts of the Sixty-seventn General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1180).

Sec. 17. Acts of the Sixty-seventh General
Assembly, 1978 Session, caapter one thousand one
hundred ninety (1190}, section thirteen (13),
subsections one (1) and two (2), are amended .effective
July 1, 1979, to rcad as’ follows:

‘1. B&s used in this scctions

ac--"hean-FReand-roncy -leancd- to-a-berrower-whe
fuypishesy-a3-Security 7o or-all-ecr-any-part-of-the
%caﬂ7ua~h6f%;age—cﬁ~‘cei-pfcpefty~ﬁhicﬁ—és—a 3ingie—
fcmﬁ}y—ef—a—tﬁe—§uﬁé}y"£wci3—ag—t@-be»occﬁ;éea«by
ihc-h;ffdacf-ar—ran=y~%ﬁah:d_%@—a-beffeﬁcf~{6f-ihe
;ufpcse-ei*pﬁfeh;sing~agféea%%dfa}-%ana~whcfc—éhe
be:f‘wcf~§afﬁiskcs-a~m6f%gage—eﬁ<%he~feai—pfepef%y
te‘b@~pdfchased—as—secufity~£ef—%he anT

Beoo-Uheadert -reang-any-state-or- Ceratiy-enaricred
Lank,-saviags-gnd-1oan asHogiation-or credit-unicny
a:y—iﬁads%féa}~%san—cbnpanyf~efy—éusafaﬁce—ceﬁpaﬁyT
ef—aﬁy—ethef—pefaeﬁ—ac—c;tiey which-mekes-a-leany
as-defined-in-this- ~secviiens, "lender" means any state
or federally chartered bank, “savings and loan

o L e e e -

association or credit union, any industrial loan

CO'TI")anY any 1n5urance Company, or dny otner pcrson

or cntlty whlch makes a loan.

2.a. As usod in tnls p@xagraph, "loan" means a

for tne puLaose of purcneblng realmpjopplty which

[1ing OCCUple
or to be occupied by the horrower. “"Loan" includes

the rgf1nanc1ng of a contract of sale, and the

ref1 yancing of a prlor loan, whoanr or not'ine
borro ver also WcS the borxowor under ihc prwor loan,

is a single- family or a two-family dwell

and tnc asqumpblon of a prior ]cwn.' Wnenever a

boxrc&er under a loan epays the full amount of the
loan in-conascitien-with-a-t sansfer-of-ewnership-of
rthe-real-preperty-given- as-seeaxiiy-fer-that-zean,

the lender shall not receive an zmount in payment

of interest which is greater than tne amount determined
Ly epplying the rate of interest agreed upon by the :
1ender and the borrcwer to the unpaid balance of the
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1 loan for a period of time during whicn the borrower

2 had the use of the money loaned; and the lender shall
3 not impose any pcnalty or other charge in addition '
4 to tne amount of interest duc as a result of the

5 repayment of that loan at a date earlier than 1is

6 required by the terms of the loan agrecment. A lender
7 may, however, reguire advance notice of not more than
8 thirty cays of a borrower's intent to repay the full

g amount of a loan at a date carlier than is required

10 by the terms of the loan agrecment.

11 b. As used in this paragra pn,4~19§§~"jf§ps a loan
12 of money whicn 1is wholly or in part to be useq_igrA
13 1the purpose of purchasing agricultu ral land. "Loan”
14 1nqlg§q; tqg»;eflngnc1ng of a con§£q9t<9ﬁfsaletaqu

s the refinancing of a prior loan, whether or not _the

16 borlowg{M§W§pﬂ£§sM§ne EQEIOWEE under the prior loan,
17 and the assumption of a prior _ lcan. Whenever a

18 uo;Lnggﬁqug£1§ﬂ1oan refaygdkge full “mOQEEHQf.Eh?

19 1oan"1n cqnnectyonvylfn a Lransferrof Uwﬂ%lshlp of

20 the land given as securlty for that loan, tne ]LUQPI
21 Dka1l 1ot wﬁﬂolve an emount in ygjncnt of anggfst

22 whlcp is gjcaLwl fﬁan tiae aaount LO(le]nfd by applying
23 tﬁgwraLemgf lntEJ(bt cgiopd ugqqupy tne 1cnder dnd

24 the bo[Joer to the unpaid ba]ance of the loan for

25 a pe11od of mee during whicn the bhorrower had the

26 use of the money loancd; and the 1ender shall not

27 1mpoqe any punaluy oy otiher cna;ve in addition to

58 the amount of interest due as a result of the repayment
29 of that loan at a date_eapl;g{dtgggﬂl§m;¢gg}red by

30 t“?—EEEWS,Qf the lcan agreement. A lender may,

31 ﬂQﬁfyﬁrl,f€99££9_§9vaﬂk§N29tjce of not mo;gﬂ&g@n

32 thirty days of intent to repay the full amount of _
33 a loan at a date earller tnan is required by the terms
34 of tgg Joan agrecment.”

35 2. Page 17, line 11, by striking the word and

1 figure "thirteen (13)".

$-3051 FILED At 25 (382D

BY PATRICK .J. DELUH’TPYI

FEBRUARY 7, 1979
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.—3056 ,
Ariend Senate File 158 as follows:
1. Page 9, by inscerting after line 11 the following:
"Sec. . - Chapter five hundred thivty-three (533), Code
1979, is waended by adding the following new scction:
NEW SECTION. SHARE DRAFT PROGRAM CREDIT UNIONS - REPORT
OF CONDITION - PENALTY. A credit union which offers share-
draft accounts to its members shall, on or before the first
day of February of each year, render a full, clear and
accurate report of its condition as of the preceding
10 December 31st to the administrator on blanks supplied by
11 the administrator for that purpose.; The administrator shall
12 also call for additional reports of condition from every
13 credit union which offers share draft accounts to its members
14 at least ¢once ecach year. The additional reports of condition
15 shall be transmitted to the administrator within thirty days
16 after the receipt of a request for the report from the
17 administrator. _
18 1. Every reéport of condition shall be verified by the oath
19 of an officer of the reporting credit union and attested by the
20 signatures of at least five of its directors, or verified by
21 the oath of two of the officers of the credit union and attested
22 by three of the directors.
23 2. If any report of condition remains in arrears for more
24 than five days, a fine of twenty-five dollars for each day
“ such report remains in arrecars shall be levied against the
¥, offending credit union. If such report is not returned with.on
27 thirty days of the due date, the administrator may, after
78 written notice to the president of the credit union, suspend
29 or revoke the certificate of approval, take possession of
30 the business and property of such credit union, and order
31 its dissolution.
32 3. Within forty days after December 31lst or the date of
33 the receipt of each request for a report of condition, as
34 the case may be, the reporting credit union shall cause the
35 report to be published once in a newspaper of general circulation
36 in the municipal corporation or unincorporated area in which
37 the credit union has its main office, or if there is none, in
38 a newspaper of general circulation published in the county in
39 which the credit union has its main office. Proof of such
40 publication, by affidavit of the publisher of the newspaper in
41 which it was made, shall be delivered to the administrator and
42 shall be conclusive evidence of the fact.
43 4. The administrator shall also have power to call for
44 special reports from a credit union whenever in the
45 administrator's judgment the same are necessary in order
46 to obtain a full and complete knowledge of its condition.
47 Such reports shall be verified and attested in the same
48 manner as required in subsection 1 of this section.”

B

WO 0 ~JO U W IV

S-3056 FILED & LOST (p-377) BY RICHARD F. DRAKE
“EBRUARY 8, 1979 : EELH??DCOBI;%’II‘EE

C. JOSEPH COLEMAN




SENATE 6
FEBRUARY 12, 1979

SENATE FILE 158

9 $-3053

=q;?! Amend Senate File 158 as follows:
1. Page 15, by inserting arter lLine Z4 the
following:
te~. If the purpose of the loan is to enable the

Lorrower to purchase a single-family or two-family

dwelling from a previou§ ovner, and pursuant to the

Toan agroemcnt the borrower assumes gutstarding
ITrndebtedness Of the previous owner on a Ican secured
by the dwelling being purchased, the lender shall
hot collect a rate of ihterest which exceeds the rate
provided for Th the loan agrecment Of the previous
owner which is being ascumed bhv the horrover.”

2. Page 15, line 25, by striking the letter "c.”
and inserting in lieu thexeof the letter "4d.".

3. Page 15, line 26, by striking the words
"saragraphs a oOr b* and inserxting in lieu thereof
the words "paragraphs a, b or c".

t. Page 15, iine 27, by striking the words
"paragraphs a or b and inserting in licu thereof
the words "paragraphs a, b or c”.

5. Page 1o, Gy inserting aiter line 31 the

"e. not refu: -0 allow &
prospective horrower loan on a

W o5 Single-family orJEQG;féﬁﬁix_azg_fgiﬂ_ﬁﬁfdggmghe—

26 prospective borrower poscs. 3 suhstantially greater
%5 27 ¢redit risk to the lender ne borrowex under
28 The loan to be assumed. The kurden of proving
29 Substantially creater ¥isk is on the lendexr. /If &
30 Tender violates this paragraph, the horrowex s
31 entitled to recover as a lump sum, any additional
32 amount which the prospective borrower hecomes obliigated
33 to pay as a result of having to oktain
34 another lender to purchase the dwelling, plus atiorney
35 Tees and costs incurred in any actlion necessary to
36 effect recovery."

S-3058 FILED

FEBRUARY 8, 1979

DIV A - ADOPTED ! ., j2/
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5-3057

BY GECRGE R. KINLEY
WILLIAM D. PALMER

Amend Senate File 158 i
. N page 14, 1
;gsigtlng after the word "érincigala t;ZeWiZész ex
in t ih:viggdof the assumption of a prior loan, in—%g%gﬁ
e 2 tiz Eigecollegt a fee which is a reasonégie
! nse o rocessi :
5 - P ing the loan
ut not to exceed one percent of the loan;grincigziTptlon’

S-3057 FILED & ADOPTED

(p 37¢)
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_ SENATE 7
FEBRUARY 12, 1979

SENATE FILE 158

Amend Senate File 158 as follows:

1.° 7Zmend the title by striking lines 1 through
6 and inserting in licu thercof the following: “An
Act relating to financial transactions which involve
loans and deposits of money and extensions of credat,
znd providing for the revision and supplementation
of laws of this state which restrict or regulate the
privileges, procedures and practices of persons who
engage in these financial transactions, including
but not limited to Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), and cther laws which relate
to credit union deposits and withdrawzls, and to
credit unions and credit vnion rombers and their
creditors, and to interest rates; fees and charges
for loans and extensions of credit hy credit unions,
banks, savings and loan associations, industrial ]oan
comparnies and other persons, and providing penalties,
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S-3059 FILED & ADOPTED (yp 577/ v |
FEBRUARY 8, 1079 BY EDGAR H. HOLDEN

ThaPems o mrss s 4/7 REED
o 7 M;-M’- “/‘Y\T“‘U"")
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SENATE FILE 158

Amcond Senate File 138 page 14, line 27, by
inserting after the word pl’hC]pal" the words ", except
in thc cvent of the refJndn01ﬁg_o; a contract of sale,

and Lne reflnanc1ng of a prlor loun, whether or not

_Lhe prlor loan,

and Lhc asqu:ot1on of a prlor loan,

lender ﬂay co11ect a fee which does not excecd one half
of one percent of the loan n principal”.
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SENATE FILE 158 - ---ft;}
@.' S-3079 S

amend Senate File 158 as follows:
1. Page 16, by inserting after line 11 the
following: ‘
“Sec. _ . Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section thirteen (13), subsec- :
tion two (2), is amended effective July 1, 1979, to W
read as follows:
2. VWhenever a borrower under a loan repays the -
10 in full emeunt the outstanding balance of the loan s
11 in-connecition-with-a-rranstex-of-ovnership-ef-the :
12 real-preperty-given-as-seeuriiy-for-that-ieans; the
13 lender shall not receive an amount in payment of
14 interest which is greater than the amcunt determined
15 by applying the rate of interest agreed upon by the
16 lender and the borrower to the unpaid balance of the
17 loan for a period of time during which the borrower
18 had the use of the money loaned; and the lender shall
19 not impose any penalty or other charge in addition
20 to the amount of interest due as a result of the
21 repayment of that loan at a date earlier than is
22 reguired by the terms of the loan agreement. A-lendes
@ 23 pmay;-hovever;-reguire-advanee-notiee-~of-not-more-than
e ~ 20 thirty-days—-ef-a-berroverla-intent-te-repay-the-fuid
25 ameunt-ef-a-lean-at-a-date-cariier-tkan-is-reguired
26 by-the-termg-ef-+he-lean-agreements”
27 2. By reumbering sections of the bhill as necessary.
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5-3079 FILED '
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FEBRUARY 14, 1979 Y ARTHUR A.
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Amend the Small amendment §- 1
as fosronih $-3079 to Senate File 158
1. Page 1 by striking lines 22 '

. i . through 2 1n-~
igrtlgg.ln lieu thereof the following: K v and i
“required by the terms of the loan agreement. A lencer
may, however, require advance notice of not more than
thirty days of a borrower's intent to repay the full

amount of a loan at a date earlj 1 i
ler than 1s reguire
the terms of the loan agreement. " ' ? od by
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hArend amendment S-3059 to Senate File 158 as
follows:

1. Py striking lines 2 through 18 and inserting
in lieu thereof the following:

"1. Amend the title by striking lines 1 throuch
6 and inserting in lieu thereof the following: "An
Act relating to financial transactions involving loans
or deposits of money or extensions of credit which
were affected by the provisions ¢f Acts of the Sixty-
10 seventh General Assembly, 1978 Session, chapter one
11 thousand one hundred ninety (1190), sections eleven
12 (11) through twenty-four (24}, and providing for the
13 restriction or regulation of interest rates, charges
14 - and prepayment penalties in transactions which are
15 subject to section five hundred thirty-five point
16 two (535.2) of the Code, and providing for the
17 restriction or regulation of the use of share drafts
18 drawn on credit unions, and providing penalties."”
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$-3078 FILED & ADOPTED (p #%=/ BY CALVIN O. HULTMAN
FEBRUARY 14, 1979

SENATE FILE 158

5-7783
1 Amend Senate File 158 as follows:.
2 1. Page 15, by inserting after lire 31 the
3 following:
4 "e., A lendexr shall not refuse to allow a
5 ‘prospekttive borrower to assume & prior loan on a
6 single-family or two-family dwelling unless the .
7 prospective borrowexr is a substantially greater credit
8 risk than the original borrowex under the loan to be
9 assumed. The burden of proving substantlal%y greater
10 risk is on the lender. The lenéer.may reguire the
11 original borrower and_the prospggE}EETborrower to
12 submit jointly an application which dgsclgggg_ghg
13 financial ccndition of each. Both the original borrower
14 and the prospective borrower ghall sign the
15 application and shall be prov1de§ a copy of the ‘
16 application. The lender shall disclose to each in
17 writing the basis for any Fefusal to~allow the
18 assumption. If a lender violates this para§faR£L
19 the torrower is entitled to recover acFual damages,
20 plus attorney fees and costs ingprreg in any action
21 necessary to effect recovery. '
S~3083 FILED & LOST(?'qu} BY GEORGE R. KINLEY
FEBRUARY 14, 1979 WILLIAM D. PALMER

DAVID READINGER
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(AS AMENDED AND PASSED BY THE SENATE FEBRUARY 14, 1979)

Passed Senate, Date 2z .25. 7?(3,555) Passed House, Dateg_/5.77fp‘774)
4
Vote: Aves Lo Nays o Vote: Avyes v d Nays 2
Approved VWia. 20 27 /97 %

A BILL FOR

12 Eenaltles.

13 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF TIOWA:

14
15
&
16 COMMUNICATION FROM THE SECRETARY OF STATE |
17 April 16, 1879
18 Frank J. Stork
Secretary of Senate
19 State Cepitol Building
Des Moines, Iowa
20
21 I certify that the foregoing Act, Senate Flile 158, was published in The Waterloo
Courier. Waterloo, lowa, on April 6, 1979, and in the Quad City Times, Davenport,
22 Iowa, on April 12, 1979,
23 Respectfully submitted
MELVIN D. SYNHORST
24 Becretary of State
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Section 1. Chapter five hundred thirty-three (533}, Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE DRAFTS.
1. As used in this section or chapter, unless the context

ctherwise requires:

a. "share draft" means a negotiable draft which is payable
upon demand and which is used to withdraw funds from a share-
draft account. A share draft is an item for purposes of
chapter five hundred fifty-four (554), article four (4), of
the Code. The term does not include a draft issued by a
credit union for the transfer of funds between the issuing
credit union and another credit union or a bank, savings and
loan association, or other depository financial institution.

b. ‘'Payable-through bank" means the bank which is
designated to make presentment of a share draft to the credit
union for payment.

c. "Truncation' means the original share draft is not
returned to the member.

d. '"Share-draft account" means the demand account from
which a credit union has agreed that funds may be withdrawn
by means of a share draft. A share-draft account may bear
interest or dividends as determined by the board of directors
pursuant to this chapter, provided that a credit union sheall
not pay interest or dividends on a share-draft account at
A A N R Ty

a rate which exceeds the maximum interest rate which lowa
state banks insured by the federal deposit insurance

corporation are Eermitted bz federal law to pay on insured
passbook savings accounts.

2. Subject to the provisions of this chapter, a credit
union may provide 1ts members with share-draft accounts.
The board of directors shall determine, prior tc requesting
authority to implement a share-drafit program, that the members’
use of share drafts is economically and operationally feasitle
for the credit unior.

3. The share accounts ard deposit acccunts of a credit

-1-
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union operating a share-draft program must be insured by the
national credit union administrator. The administrator of

the credit union department shall order the termination of

the share-draft program of a credit union which does not

comply with this subsection. The provisions of thils subsection
supersede the provisions of section five hundred thirty-three
point sixty-four (533.64) of the Code with respect to credit
unions which have share-draft programs.

W O O bW N

4. A credit union seeking share-draft authority shall

-
<o

submit to the administrator a written application. The

}..J
=

application shall include all of the following:

[
4N

a. A certified copy of the minutes of the board of

[
w

directors authorizing a request to the administrator for

[
S

authority to implement the share-draft program.

}=
%2

b. All background documentation which supports the decision

[
o

of the board of directors that use of share drafts by members

[
-~

of the credit union is economically and operationally feasible
for the credit union.

AP ——
w oW

c. A statement verified by the chairperson of the board

[
<

of directors that the forms and procedures which are proposed

b
-

to be used by the credit union comply with any applicable

D
(o8]

rules.

N
W

d. A statement verified by the chairperson of the board
of directors that the board of directors has determined

[3% 2 %
TN

approprlate surety bond coverage is in force. The beoard of

[
()]

directors shall purchase a fidelity bond to cover officers

8]
-

and employees having custedy of or handling funds, with good

28 and sufficient surety in an amount and character to be

29 determined by the board, to protect the credit union against

30 losses caused by occurrences such as fraud, dishonesty,

31 forgery, embezzlement, misappropriation, misapplication, or

32 unfaithful performance of duty by these officers and employees.
33 e. A statement of operational specifications and procedures
34 which expressly provides for all of the following:

®

(1) 1Identification of the payable-through bank. The

-2~
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30
31
32
33
34
35

payable-through bank must be a bank which is located in this
state or in an adjacent state.

(2) Truncation.

(3} A share-draft account agreement with each participating
member which outlines the responsibilities of the credit union
and the member.

(4) The recording of overdrafts and notification to an
overdrawn member.

{(S) The encoding of each share draft with the routing
and transit number of the payable-through bank, the share-
draft account number, and the serial number of the share draft
in accordance with standards required for use in a clearing
system utilizing magnetic ink character recognition devices,.

(6) The preprinting on the share draft of the names of
the payable-through bank and the credit union.

(7) A method by which each member using share drafts may
maintain a record of share drafts drawn.

(8) The submission of a periodic statement of account
at least quarterly to each member who has a share~draft
account. This statement shall include the serial number,
the date of payment and the amount of payment of each share
draft processed.

(9} Establishing responsibility for detection of
unauthorized or forged drafts.

(10) Procedures for processing stop payment orders.

(11) Procedures for providing members with copies of paid
drafts, should copies be requested.

(12) Procedures for retaining paid drafts or copies of

paid drafts on file for a period of seven jears after the
first dax of January of the year following the year in which

the draft was paid. The paid drafts or copies need not be
retained in the custody of the credit union.

(13) The fees, if any, to be charged for share-draft
account services. The fees shall not exceed the direct and

indirect costs of providing the services.

-3=-
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(14) Procedures for establishing, maintaining, verifying
and replenishing as necessary the share-draft liguidity reserve
required by section four (4) of this Act.

5. A credit union shall not commence the operation of
a share-draft program until it has received written authority
from the administrator. The administrator shall not issue
authority if any of the following conditions exist:

a. The requirements of subsection four (4) of this section
have not been met.

b. The auditing committee of the credit union has not
fulfilled its statutory duties as specified in this chapter.

' ¢. The management of the credit union has demonstrated
through prior performance its inability to handle the
additional activity the share-draft program will generate.

d. The credit union is not insured by the national credit
union administrator.

e. The forms and procedures which are proposed to be used
by the credit union do not comply with rules promulgated by
the administrator.

6. a. The credit union shall notify the administrator
in writing of the proposed implementation of a modification
relating to any of the following:

(1) The payable-through bank.

{2} Truncation procedures.

{(3) The share-draft agreement.

{(4) Procedures for establishing and maintaining the share-
draft liquidity reserve.

(5) Any material modification of the share-draft program
not previously reviewed and approved by the administrator.

b. The written notice under paragraph a of this subsection
shall be submitted to the administrator at least sixty days
prior to the date the credit union intends to implement the
modification, provided that if good cause is shown the adminis-
trator may approve a modification on less than sixty days'

notice. A modification referred to in paragraph a of this

-q-
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subsection shall not be made except upon written approval
of the administrator.

¢. The credit union shall i1mmediately notify the
administrator of any matter affecting the information provided
pursuant to subsection four (4), paragraphs a through d, of
this section.

7. 1If a share-draft program is not authorized or a request
for modification is not approved the administrator shall
submit to the credit union a written statement of the reasons
for the action.

8. A credit union may guarantee payment of a share draft
if both of the following conditions are met:

a. A specific guarantee authorization is obtained for
the share draft from the credit union.

b. The guarantee authorization is immediately noted on
the share-draft account to prevent the withdrawal of funds
needed to pay the guaranteed share draft.

9. The administrator may promulgate rules as necessary
to administer the provisions of this chapter which relate
to share~draft programs. In order to simplify the application
for share-draft authority and the operation of share-draft
programs, the administrator may cause to be prepared copies
of approved forms and procedures which may be used by credit
unions for guidance.

Sec. 2. Chapter five hundred thirty-three (533), Code
1979, 1s amended by adding the following new section:

NEW SECTION. PAYMENT OF SHARE DRAFTS DURING DISSOLUTION.

Other provisions of section five hundred thirty-three point

twenty-two (533.22) of the Code notwithstanding, when a credit
union is dissolved, first priority of payment shall be given
to unpaid share drafts. However, a share draft shall not
be paid if any of the following conditions exist:

1. The share draft was issued on or after the date of
appointment of a receiver in the event of an involuntary
dissolution, oxr on or after the date the credit union is

“5-
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required by section five hundred thirty-three point twenty
(533.20), subsection two (2) of the Code to cease doing
business 1in the event of a voluntary dissolution.

2. The obligation of the member which is evidenced by
the share draft has been satisfied.

3. The share draft is written against an account which
does not contain sufficient funds with which to pay the share
draft.

4. The share draft is payable to a member of the credit
uniecn, or to a member of the family of the issuer of the share
draft, or to a business in which the issuer of the share draft
has an interest.

Sec. 3. Chapter five hundred thirty-three (533), Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE DRAFT VIOLATIONS-~--REVOCATION OF
AUTHORITY. A credit union which offers a share-draft program

to its members shall promptly honor share drafts which are
written on accounts containing sufficient funds at the time
the share drafts are presented for payment, and shall comply
with the requirements of section one (1) of this Act respecting
the operation of the share-draft program. If after notice
and opportunity for hearing the administrator finds that a
credit union has violated this section the administrator shall
order the credit union to correct the condition. Failure
of the credit union to comply with the order within a
reasonable period of time as specified in the oxder shall
be grounds for revocation of the authority to operate the
share-draft program. The administrator shall revoke the
authority to operate a share-draft program of a credit union
demonstrating a continuing pattern of violations of this
section.

A credit union whose share-draft authority has been revoked
under this section is ineligible to receive authority to
operate a share-draft program for two years after the date

of revocation.




S.F. A:EZ H.F.

O T U s W N

(S Y L B = To T o B B o A B & 4 B S € B R =R To T+ N B e I ¥ 2 B S B S S

Sec. 4. Chapter five hundred thirty-three (533}, Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE-DRAFT LIQUIDITY RESERVE--VIOLATIONS-
~PENALTY .

1. A credit union which operates a share-draft program

shall maintain a share-draft liquidity reserve to be used
to ensure that share drafts are honored promptly.

2. The share-draft liquidity reserve shall be an amount
which is eqgual to the sum of three percent of the amounts
held by the credit union in deposit accounts and share accounts
other than share-draft accounts, plus seven percent of the
amounts held by the credit union in share-draft accounts.

3. The share-draft liquidity reserve of a credit union
shall be malintained as follows:

a. At least one-fifth of the reserve shall be held in
the form of cash, or demand deposits in the name of the credit
union in state or national banks, or both. All cash in the
credit union and all demand deposits held in banks in the
name of the credit union shall be credited against the reserve
requirements of this section.

b. The balance of the reserve may be invested in one or
more of the following:

(1) United States treasury instruments owned by the credit
union.

(2) In an account held in the corporate central credit
union referred to in section five hundred thirty-three point
thirty-eight (533.38) of the Code under an agreement which
provides that the funds shall be invested in a qualified
common trust fund as defined in subparagraph three (3) of
this paragraph, and that the funds'may be withdrawn by the
credit union on not more than one business day's notice.

(3} In a qualified common trust fund. A qualified common
trust fund is one which has the approval of the administrator.
The administrator shall not approve a trust fund for purposes

of this subsection unless the trust arrangement satisfies

-7-




all of the following:

(a) All beneficiaries of the trust are credit unions
organized under the laws of this state or another state or
the United States, ox affiliates of these credit unions.

{b) Funds of the credit union which are invested in the
common trust fund must be subject to withdrawal by the credit
union on not more than one business day's notice.

(¢) The trustee of the trust fund is a commercial bank

O 0 ~I O U1 W W N

which is subject to examination and audit under the laws of
this state or of another state or of the United States.

(d) Investment of funds held in trust is limited to
securities issued by the United States government or its

S o =
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agents or instrumentalities.
The administrator shall be given a copy of the trust agreement
and all amendments to the trust agreement. The administratorxr

[
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shall revoke the approval of an approved common trust fund
which subsequently fails to meet the requirements of this

[
~J

subsection.

4. The share-draft liquidity reserve shall be verified
and shall be replenished by the credit union as necessary
at the end of each business day. The share-draft liquidity
reserve of the c¢redit union 1s deficient and in viclation
of this section if after the end of any business day, and
after any deposits as required by this subsection, either

0
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25 of the following conditions exists:
26 a. The average of the amounts actually held by the credit
27 union in the forms authorized by subsection three (3) of this

section on that business day and each of the preceding four
business days is less than the nominal amount specified in
subsection twe (2) of this section.

b. The average of the amounts actually held by the credit

union in cash and demand deposits on that business day and

W W w N
to O O W

each of the preceding four business days is less than the
minimum amount specified in subsection thrxee (3), paragraph

W W
oW

a, of this section.
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5. Whenever it shall appear necessary to do so in the
A T N o

wo {2) of this section,
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conslisting of such obligations of the United States as the
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under this subsectlon to be maintained in reserve snall be
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verified and reglenished as reguired by the administralor..
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Failure to comply with requirements imposed by the
administrator under this subsection i1s a violation of this
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section.
6. 1If after nctice and opportunity for hearing the
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administrator finds that a credit union has violated this

-

section, the administrator shall order the credit union to

k

4
v

correct the condition within two business days, and the

i
o

administrator may, 1n his or her discretion, order payment

—
-~

by the credit union to the state of a monetary penalty of

18 not more than one hundred dollars per day for each day during
19 which a deficlency existed. Failure of the credit union to
20 correct the condition within the prescribed time shall be

21 grounds for revocation of the authority to operate the share-
22 draft program. The administrator shall revoke the authority
23 for a credit union demonstrating a continuing pattern of

24 violations of this subsection.

25 7. A credit union whose share-draft authority has been

26 revoked under this section 1s ineligible to receive authority
27 to operate a share-draft program for two years after the date
28 of revocation.

29 Sec. 5. Chapter five hundred thirty-three (533), Code

30 1979, is amended bz addinﬂ the following new section:

31 NEW SECTION. ACCEPTANCE OF DEPOSITS AND INVESTMENTS WHILE

W
32 INSQLVENT. A credit union shall not accegt anx de2031ts or
L

33 investments in its shares‘ or renew or extend the term of
34 any time deEosits or time investments‘ when the credit union

35 is insoclvent.
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a month on unpaid balances, except that with respect to
e L T S e o T S T S R S Ty

s.r. /S¥ wH.F.

Sec. 6. Section five hundred thirty-three point six
{533.6), subsection four (4), Codec 1979, 15 amended Lo read
as follows:

4. If it-shati-appear after notice and opportunity for

hearing the administrator determines that ary a credit union

1s insolvent or that it has violated any of the provisions

of this chapter, the administrator mayr-after-a-hearing-eor
after-an-eppertunity-for-a-hearirg-ra-givers; shall order &hat
the credit union to correct the condition. The administrator
shall grant the c¢redit union not less than sixty days within
which to comply with the order. Falilure to comply shall
afford the administrator grounds to revoke the certificate

of approval and shall afford the administrator the authority
to apply to the district court of the district in which this
credit union is located for the appointment of a receiver

for the credit union. The district court shall appoint the
administrator of the credit union department as receiver
unless the administrator of the credit union department has
tendered the appointment to the administrator of the plan

by which the accounts of the credit union are insured. Either
administrator as receiver shall possess the rights, powers,
and privileges granted by state law to a receiver of a state
credit union. Neither administrator shall be required to
furnish bond as receiver of a state credit union. This
subsection does not apply to violations of section three (3)
or four (4) of this Act.

/.

Sec. Section five hundred thirty-~

Code 1272

~three o01nt fourteen

is_amended to read as ﬁeklcveo

’

533.14 INTEREST RATES.
R
;; Interest rates on loans made by a credlt unlon other

consumer loans, a credit union may charge the finance charge
A e T N T T

ermitted in sections 537.2401 and $37.2402.

-10-
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2. With respect to a loan secured by a mortgage ox deed

' TR
of trust which 1s a first lien ﬁ;gn real properxty, a credit

¥ D S oo iy
union shall not charge a rate of interest which exceeds e

L - 1 A

maximum rate permitted by section five hundred thlrty-zlve
m ]
point two (535.2) of the Code.

3. The provisions of tElS section do not apply to a loan

which is subject to section six hundred eir1ghty-two point

M
forty-six (682.46) of the Code.

Sec. 8. section Tive hundred thirty-three point nineteen
(533.19), Code 1979, 1is amended to read as follows:

533.19 EXPULSION-~WITHDRAWAL. A member may be expelled
by a majority vote of the board of directors at a regular

or special meeting of the board. The expelled member nay
request a hearing before the membership of the credit union.
A meeting of the membership shall be held within sixty days
of the member's request. The membership may, by majority
vote at the membership meeting, reinstate the expelled member
upon terms and conditions prescribed by it. Any member may
withdraw from the credit union at any time but notice of
withdrawal may be required. All amounts paid on shares or

as deposits of an expelled or withdrawing member, with any
dividends or interest accredited thereto, to the date thereocf,
shall, as funds become available and after deducting all
amounts due from the member to the credit union and an_amount

as necessary to honor outstanding share drafts, be paid to

kim the member. The credit union may reguire sixty days'

notice of intention to withdraw shares and thirty days' notice
of intention to withdraw deposits, except that a credit union

shall not regquire notice with respect to funds which are

subject to withdrawal by share drafts. Wwithdrawing or expelled

members shall have no further rights in the credit union but
are not, by such expulsion or withdrawal, released from any
remaining liability to the credit union.

Sec. 2. Section seven hundred fourteen point one (714.1),

subsection six (6), unnumbered paragraph one (1), Code 1979,

-11-
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1s amended to read as follows:
6. Makes, utters, draws, delivers, or gives any check,

share draft, draft, or written order on any bank, credit

union, person or corporation, and obtains property or service
1n exchange therefor, if the person knows that such check,

share draft, draft or written order will not be paid when

presented. |
Sec. 10. |
1. ©Notwithstanding other provisions of this Act, a credit

LN I ¢ R N S N L A I

=
o

union which has an operating share-draft program on the ‘

]
-

effective date of this Act may continue to offer share-draft

ped
3]

services prior to submitting a reqguest and receiving authority ‘

[
(o

as required by this Act, but the credit union must submit

=
'S

a request as required by this Act not later than sixty days
after the effective date of this Act. The administrator shall
act upon the reqguest within thirty days after receiving it.

o e
< o own

The temporary authority granted by this section expires ninety
days after the effective date of this Act, or on the date
the administrator acts upon the request for share-draft

s r‘.
e
O ©

[y%}
<

authority, whichever date 1is earlier.

B
[

2. Notwithstanding section one (1), subsection three (3),

[\
o

and section one (1), subsection five (S), paragraph 4, of

[ %
L

this Act, a credit union which has an operating share-draft

N
»»

program on the effective date of this Act may continue to

[\
92}

offer share-draft services prior to obtaining insurance for

(o™
o

share accounts and deposit accounts from the national credit
union administrator, but the credit union shall obtain the

by b2
o I

required insurance within ninety days after the effective
date of this Act, and shall not open any additional share-
draft accounts or cffer any additional share-draft services

w
o W

until its accounts are so insured. The administrator shall

W W
ST

order the termination of the share-draft program of a credit

eV
L

union which is subject to this subsection and which fails

[
L

to comply with this subsection.
3. Notwithstanding section one (1), subsection four (4),

W
n

-l2-
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paragraph e, subparagraph one (1), of this Act, a credit union

which has an operating share-draft program on the effective .
date of this Act and which has a contractual arrangement with

a payable-through bank that does not meet the requirements

of this Act may continue to use the same bank foxr a period

-~

© 09O W e W N

of not more than two years after the effective date of this
Act. At the end of the two-year period, or if at any prior
time the credit union terminates the arrangement with its
payable-through bank, the credit union shall select a payable-

=
<

through bank which meets the requirements of this Act.

}—t
H

Sec. 11. Share drafts which were issued by members of

[
;8]

Iowa credit unions prior to the effective date of this Act

[
(]

are hereby declared to be valid and binding instruments for

-]
W

any lawful purposes for which issued, and customary or

=
un

necessary acts 1n the course of business by credit unions

=
[¢2]

upen which these share drafts were written and banks by which

-
~J

these share drafts were received, transferred, negotiated

fon
(8o}

or otherwise processed are hereby declared to be legal.

=
O

Sec. 12. Notwithstanding section one (1), subsection one

[ 6]
<

(1), paragraph a, of this Act, a credit union which has an

(48]
bt

operating share-draft program on the effective date of this

[R%]
%}

Act may continue to supply its members with blank share-draft

38
w

forms which were printed prior to the effective date of this

(%3
o

Act, and these members may continue to use existing supplies

V]
wm

of these share-draft forms until the supplies are exhausted

[\V]
o

or until the expiration of one hundred twenty days after the

[ 3%
~J

effective date of this Act, whichever occurs sooner. The

(]
w

administrator shall enforce compliance with this paragraph.

b
e

Share drafts which are non-negotiable in printed form and

W
o

which are 1ssued by members of credit unions after the effec-

W
[l

tive date of this Act under the authority of this section

W
s8]

are hereby declared to be valid and binding instruments for

w
[

any lawful purposes for which issued, and customary and

(@]
S

necessary acts in the course of business by credit unions

(98]
(4]

upon which these drafts were written and banks by which these

-13-
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27
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drafts were received, transferred, negotiated or otherwise
processed are hereby declared to be legal.
Sec. 13. Section five hundred twenty-four point nine
hundred five (524.905), subsection five (5), paragraph d,
L AR, e s

. -
Code 1979, is amended to read as follows:
-

M e T

d. The value of real Brogerty shall be determined by

avefagtag the appra:sais appraisal of &we a gqualified persens

Qerson, ‘selected in a manner authorized by the board of
A e R SR

—— S ——— TG el
directors, who a¥e is familiar with real property values in

the vic1nity‘where the real property is located “and who
R
tnspeet inspects the real property and state states its value

tbwthe best of thez¥ his or her judgméh% in a writféﬁwfé56§£

Iim
be retalned by the state bank during the term of the loan.
Rt
Sec 14. Chagter five hundred twentz four (524! division
L

n}ﬂe”(IX), Ccde 1979, ;s amended by adding the follqy;ngwgﬁy

section:

L ]

NEW SECTION. ADVANCE INTEREST ON PREPAYMENTS. Real estate
L

loans on one~family to four-famllz dwelllngs may be regald

in part or in full at any time, exca@ting that a state bank
L L T R T

may charge not to exceed six months advance interest on that
e a0y e s 40 e R I e R TR R

part of the aggregate amount of all grepayments made on such
R R S A e,

lcan in any twelve-month period which exceeds twenty percent
1 et e e W

of the original principal amount of the loan; and may charge

any negotiated rate on other loans. Nothing contained in

this section, however, authorlzes a state bank to charge any
L

advance interest or Erepagment genaltx where prohlblted by
A

Acts of the Sixty-seventh General Assemblx, 1978 Session,
A

chapter one thousand ope hundred ninetz (1190}, secticn

thirteen (13).
C_ . J

Sec. 15. ChaEter five hundred thirtx«three (533), Code
1979, 1s amended by adding the following new section:
NEW SECTION. ADVANCE INTEREST ON PREPAYMENTS Real estate

L - el —
loans on one-family to fouxr- famlly dwelllngs may be repaid
. .~

in Eart or in full at any tlme‘ exceEtlng that a credlt union

may charge not to exceed six months advance interest on that
AR ]

-14-
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2 leoan in any twelve-month period which exceeds twent ercent

1 part of the aggregate amount of all prepayments made on such
. _ - W T I .

3 of the original principal amount of the loan; and may charge
e = L

4 any negotiated rate on other loans. Nothing contained in
5 this section, however, authorizes a credit union to charge

any advance interest or prepayment penalty where prohlblted
g oottt
by Acts of the Slxty-seventh General Assembly, 1978 Session,
- . - ]
chapter one thousand one hundred ninety {1190), section
et

thirteen (13).
]

Sec. 16. Section five hundred thirty-five point two
(535.2), Code 1977, as amended by Acts of the Sixty-seventh

General Assembly, 1978 Session, chapter one thousand one

hundred ninety (1190), section eleven (1ll1l), is reenacted and
is the law of this state on and after the effective date of
this Act, notwithstanding any contrary provision of Acts of

the Sixty-seventh General Assembly, 1978 Session, chapter
one thousand one hundred ninety (11590).

Sec. 17. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section eleven (11), subsection three (3), paragraph a, is
amended on the effective date of this Act to read as follows:

a. The maximum lawful rate of interest which may be
provided for in any written agreement for the payment of
interest entered into during any calendar guartex month
commencing on or after Jduiy-1--1978; the effective date of

this Act shall be two pm
————
average ten-year constant maturity interest rate of United
States government notes and bonds as published by the board
of governors of the federal reserve system for the calendar
month second Ereceding the £z¥st month ef-the-ealendar-guarter
during which the maximum rate based thereon will be effective,
rounded to the nearest one-fourth of one percent per year.

On or before the twentieth day of Mareh;-Jduner-Sepéember

and-beecember-af-eaeh-year each month the superintendent of

banking shall determine the maximum lawful rate of interest

-15-
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for the following calendar guwa¥ter month as prescribed herean,
and shall cause sueh this rate to be published, as a notice
in the Iowa administrative bulletin or as a legal notice in

a newspaper of general circulation published in Polk county,
prior to the first day of the following calendar month. 8Suehk
This maximum lawful rate of interest shall be effective on
the first day of the calendar month following publication.
As~geen-ag-practigable-after-the-effective-date-af-this-Aeks
the-puperintendent-of-banking-shali-determire-and-pubtish
the-manrmum-tawful-rate-pursuant-te-this-paragraph-fer-the
third-quarter-ef-i9?87-whieh-makimum-fate-shai}-be-effeetive
upon-publiecatien-thereof- The determination of the maximum
lawful rate of interest by the superintendent of banking shall
be exempt from the provisions of chapter seventeen A (17A)

of the Cocde.

Sec. 18. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (11%0),
section twelve (12), 1is reenacted except as provided in secticn
nineteen (19) of this Act and is the law of this state on
and after the effective date of this Act, notwithstanding
any contrary provision of Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
ninety (1190).

Sec. 19. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), subsection six (6), is amended on the
effective date of this Act by striking the subsection.

Sec. 20. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), subsections one (1), two (2) and five
(5), are amended effective July 1, 1979, to read as follows:

1. As used in this section, the term "loan'" means ary
money-teaned-te-a-berrewer-whe-£furxnishess-as-geeurrty-for

atl-ex-part-ef-the-leoanr-a-mertgage-or a loan of money which

is wholly or in part to be used for the purpose of purchasing

-16-
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real property which is a single-family or a two-family dwelling
occupied or to be occupied by the borrower. 'YLoan" includes .
the refinancing of a contract of sale, and the refinancing

of a prior loan, whether or4;bt the borrodgr ATES'GEE'EHE'

DOLLOWer under the prior lcoan, and the assumption og a prior

L - A
lcan.

a. A lender may collect in connection with a loan

an origination fee which does not exceed one percent of the

loan principal, except in the event of the assumption of a
prior loan, 1n wslch case the lender may coIIect a zee leCh

1s a reasonable estimate of the eipeuse OI Processing tile

o

assumption, but not to exceed one percent of the loan
principal. The asSeesment-and Collection 1nh connection with
T

14 a loan of a loan origination fee, closing fee, commlitment

15 fee or similar charge other than as expressly authorized by

16 this paragraph 1s prohibited. Zf-any-lender-reeeives~any

17 ameunE-as-a-ioan-errginatren-feer-ctenrng-feer-commrEment

18 fee-er-srmiiar-ekharge;-er-any-eombination-thereof;-whieh

19 exeeeda-the-amount-permitted-by-this-seetiron;-the-boerreower

20 shati-have-the-right-te-recever-that-charger-pitus-atterney

21 £eegs-and-ecourt-costs-ineurred-iR-any-actron-npeeesnsary-£e

22 effeet-sueh-reecovery-

23 Apny-ecosts~charged-to-a-berroevwer--aasaeiated-with-a-1eans

24 shaii-net-exeeced-aetunat-eesta-whieh-shati-be-dxsetogsed-teo

25 the-berrewer---fueh-eosts-may-only-irAeitude-one-er-more-of
‘_36 the-foeilowing=

27 b. A lender may collect in connection with a loan any

28 of the following costs which arxre incurred by the lender in

29 connection with the loan and which are disclosed to the

30 borrower:
31 a- (1) Credit reports.
32 - Appraisal fees.
”ﬁ3*133 - Attorney's opinions.
S i34 - Abstracting.

35 - County recorder's fees.

-17-




’ £z (6) Inspection fees,

1 2L
2 g+ (7) Mortgage guarantee insurance charge.
SRR nt (8) Surveying of property.
‘ 4 2 (9) Termite inspection.
‘5 Tne lender shall not cnarge tne borrower for the cost of
. § TIevenue stamps or real estate commissions which are paid by
7 the seller. Costs which are recoveraple from thne borrower
. g under this paragraph are limited to actual amounts paid by
9 tne lendex to third parties. Collection of any cost other
16 than as expressly permitted by this paragraph is prohibited.
11 ¢. If the purpose of the loan is to enable tine borrower
12 to purchase a single-family or two-family dwelling fron a
i3 previous Owner, and pursuant to tne Loan agreement tne boyrower
14 AaSSumes ouUtstanding ihdebtecnhess of tne previous owner on .
2:0f 0 15 A 1653'5358re5'55‘the’EEEii33E?1E5?EFEEEEEEE&Q?TT?E?*ﬂgﬁﬁgi
16 sShall not collect a rate of interest wnicn exceeds the rate
19 d. 1f a lender collects a fee or charge which is prohibitec
2520 DY gg}agraphs a, b or ¢ of tnis subsection or which exceeds
31 thé-zagagz-gg?E;?E;TTErgaragrqghs a, b or ¢ of this
éz subsection, tne borrowerWOVer tne unlawful
23 fee or charge or tae unlawful portion of the fee or charge,
24 plus attorney fees and costs incurred in any action necessary
25 to effect recovery.
Jiﬂjze 5. Tae provisions of tnis section shall not apply to any
27 loan which is subject to the provisions of section six hundred
28 eighty-two point forty-six (682.46)} of the Code, nor shall
) 29 it apply to origination fees, administrative fees, commitment
30 fees or similar cnarges paid by one lender to another lender
31 if these fees are not ultimately paid either directly or
32 indirectly by the borrower who occupies or will occupy the
33 dwelling or by the seller of tne dwelling.
34 A lender shall not collect any fee from a real estate agent

b
[#3]
w

for tne purpose of reserving or committing funds held or to

-~ 18-




5.F. ljsz H.F.

be held by the lender for loans which are subject to this

section. If a lender collects a fee which is prohibited by

this paragrapn the borrower nas tne right to recover the

unlawful fee, plus attorney fees and costs incurred in an

action necessary to effect recovery.

Sec. 21. Acts of the Sixtx—seventh General Assemblz, 1978
Session, chaeter one thousand one hundred ninetz (1190,

section thirteen (13), is reenacted and is the law of this
- S

state on and after the effective date of this Act,
4 A

notwithstanding any contrary Erovision of Acts of the Sixtx-
seventh General Assembly, 1978 Session, chapter one thousand
Sec, 22, Acts of the Sixtx-seventh‘General Assemblz, 1978

14 Session, chapter one thousand one hundred ninetx (1190)‘

15 section thirteen (13), subsection one (1}, 1is amended effective
T e

o ~N AV W N

16 July 1, 1979, to read as follows:
w

17 1. Ag-used-in-this-scctians

18 ar—-Lhoan'-means-moaney-ltoaned-to—a-borrewer-whe-£furnishesas

19 as tey-—far-aii-or-anv-pare-of-+he-toans—a-meretgage—-on

20 reai~Eregertx—whieh—is—a—sinﬁie-famiiz-er—a-twe-famé&x-dwei&ing
21 te-be-eeeueied~bz*the—berrewef—er—menez-ieaned—te-a-berrewer

29 for-the-purpese-ef-purehasing-agrieulturat-iand-where-+ane

23 berreWer—furnishes~a-mortgage-en—the-reai-gregertz-te-be

24 purehased-as-securirey-for-tne-ltoans

25 p-——YLhenderf-means-any-stete-er-federallyv-enartered-panks

26 savings-and-iean—asseciatien-er-credit-unieni-aaz-iﬂdustria&

27 loan-companyy-any-insuranee-companyy-or-any-other-persen—or

28 -~wrteh-mared-a-toans-as-defined-in-thrs-seeeion;

29 As used in this section, "loan” means a loan of money which

30 is WHOLLY OF in Dart to be used fOr Etne pUrpose OF PULCHAsing .
3] Teal Droperty which is & single-family OF a tWo-family dweliing
32 ‘OcCuUpled or to be occupied by the DOTTrOWwer, Or TOT ERe pUIpose .
33 Of purchasing agricultural land. . "Loan' inciudes che =
34 Terinancing or & Contract OF Sale, ang tne rerinancing of

35 @ DIIOr Joan, WNOLREr Or MOt the DOILOWETr 2150 Was Ehe DOLrower

-19~
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18
19
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22
23
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under the prior lcan, and the assumption of a prior loan.

iy b
Jec. 23. Acts of the §1xty-seventn General Xssemsiy, Y973
AR A R

1 S,
Session, cuaapter once tuaousand one hundred ninety (1120),
i - e ——

section thirteen (13), subsection two (2), is amended effective
L - L - L - L e s e

Julz 1i 1979i to read as follows:

2. Wnenever a borrower under a loan repays the ln full

ameant the outstanding balance of the loan in-e e*neetten—w:tn

a-trengter-of-ownerynip-oi-tne-rea —preperty?given?as:eeeefz1y

g - .
fer that-toan, the lender snall not recelve an amount 1n

payment of interest which 1§ greater than tne amount actermlned
e

e i W
by applying the rate of interest agreed upon by the lender
e e e o s T e e

and the borrowexr to the unpald Dpalance of the loan for a
< M —— M A, i R TN
period of time during wnlcn‘tne pvorrower had the use of the
L M S ooy S T T T e
money loaned; and the lender shall not impose any penalty
AT M A I e T

or other charge in addition to the amount of interest due
T T

as a result of the repayment of that loan at a date earlier
_11le

than ls requ1red by the terms of tne loan agreement. A lender i

may, nowever, require advance notice of net more than thlrtz

days of a borrower’ _S intent to repay the full amount of a
Nt et

e ———
loan at a date earller than is required bx the terms of the
S I A— I EEEE————————

loan agreement.

Sec. 24. Section five hundred thirty-four point twenty-

one (534.21), subsection ten (10), Code 1977, as amended by
L]
Acts of tne Sixtx—seventn General Assemblzi 1977.SessiOni
chapter one hundred tnirty-three (133), section seven (7},
e - - - - - 3
and as further amended by Acts of the Sixty-seventh General

E;;;;;3;7-7;?3-32222337-:napter one thousand one hundred
ninety (1190), section sixteen (16), is reenacted and shall
pe the law of this state on and after the effective date of
this Act as amended by section twenty-five (25) of this Actg,
notwithstanding any contrary provision of Acts of the Sixty-
seventh General Assembly, 1978 Session, chapter one thousand
one hundred ninety (1190},

Sec, 25. Section five nundred thirty-four point twenty-
one (534.21), subsection ten (10), Code 1977, as amended by

-20-
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Acts of the Sixty-seventh General Assembly, 1977 Session, .
chapter one hundred thirty-three {133), section seven (7
and as further amended bz Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
ninety (1190), section sixteen (]6) is amended on tne effective
date of this Act bz striking the subsection and inserting
in lieu thereof the following:
10. ADVANCE INTEREST ON PREPAYMENTS. .Real estate loans
on one-family to four-familx dwellings may be reEaid in Eart
or in full at any time, eXcepting that the association may

charge not to exceed six months advance interest on that part

oo~ > W S W N

of the aggregate amount of all preaazments made on such Joan
in any twelve-month period which exceeds twenty percent of
the original principal amount of the loan; and may charge
any negotiated rate on other loans. Nothing contained in

this subsection, however, autiiorizes an association to charge
L

any advance interest or prepayment penalty where prohibited .

by Acts of tne Sixty-seventh General Assembly, 1978 Session
chapter one thousand one hundred ninety (1190), section
thirteen (13).

Sec. 26. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190},
sections fourteen (14), fifteen (15), seventeen (17), nineteen
(19), and twenty-two (22), are reenacted, and are the law
of this state on and after the effective date of this Act,
notwithstanding any contrary provision of Acts of the Sixty-
seventh General Assembly, 1978 Session, chapter one thousand
cne hundred ninety (1190).

Sec. 27. The maximum lawful rate of interest as established

under Acts of the Sixty-seventh General Assembly, 1978 Session,
L -}

chapter one thousand one hundred ninety (1190), section twelve
kL - - _J

{12), and in effect on the effective date of this Act as
L - ]
provided in that section, shall, notwithstanding contrary
provisions of that section or that Act, be the maximum lawful .

rate until the maximum lawful rate for the first full calendar
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' 1 month which commences on or after the effective date of this
- L A ——————a I N S

Act 1is determined and published and takes effect as Erovided
L - "
in section seventeen 517) of this Act.

Sec. 28. Acts of the Sixty-seventh .General Assembly, 1978

Session, cnapter one tiousand one hundred ninety (1190},
sections twenty-tinree (23) and twenty-six (26), are repealed

on the effective date of this Act. Acts of the Sixty-seventnhn

O ~NTce W e

General Assembly, 1978 Session, chapter one thousand one
g hundred ninety (1190}, section twenty (20}, is repealed on
10 July 1, 1979.
11 Sec. 2%. It is the intent of this Act that Acts of the
12 Sixty-seventh General Assembly, one thousand one hundred
13 ninety (1190), sections eleven (11} through..seventeen (17),
. .14 4and sections nineteen (19} and twenty-two (22), which were
15 enacted as temporary provisions to expire on July 1, 1979,
16 Shall be deemed permanent Iowa law as enacted, notwithstanding
17 the temporary nature of those provisions when enacted, and
@ 18 that the laws of this state as contained in those provisions
19 shall continue to be the laws of this state on and after the
2 effective date of this Act, except as specifically amended
21 by a provision of tihils Act, as if those provisions had been
22 enacted as permanent Iowa law.
23 Sec. 30. Tne code editor is directed to codify those
24 sections of Acts of the Sixty-seventh General Assembly, 1978
25 Session, chapter one thousand one hundred ninety (1190), which
26 are reenacted by this Act or which .are reenacted and amended
27 by this Act, as permanent Code provisions, and to delete all
28 references to 1977 Code law and to temporary law other than
29 customary historical notations as appropriate.
30 Sec. 31. This Act, being of immediate importance, shall
31 take effect, except as otnerwise specifically provid%%a}n
32 this Act, from and after its publication in the Quad-City
33 Times, a newspaper published in Davenport, Iowa and in The
O 34 Waterloo 5/é%ox.u:ier,, a newspaper published in Waterloo, Iowa.
. EXPLANATION
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This bill deals with credit union share drafts, and with ‘
usury and related matters, which were the subjects of legis-
lation contained in sections 11 through 22 of Acts of the
Sixty-seventh General Assembly, 1978 Session, chapter 1190
(House File 2467, 1978 Session).

Sections 1 through 10 of this bill provide permanent
authority for share-draft accounts in credit unions, which
replaces the temporary authority contained in section 23 of
House File 2467.

Section 1 of the bill regquires that a credit union desiring
to offer share-~-draft services must apply to the credit union
administrator for approval of the proposed program. Contents
of the application are specified, along with conditions which
must be satisfied before approval may be given., Among other
things, the provisions of section 1 require the identification
of the bank through which the share drafts are payable, the
operating procedures for share-draft accounts, preprinted
share-draft forms, periodic statements of account to members, .
procedures for stop-payment orders, and disclosure of share-
draft service fees.

Section 2 provides that if a credit union is dissolved,
outstanding third-party share drafts must be paid prior to
distribution of assets or payment of obligations of the credit
union.

Section 3 authorizes the credit union administrator to
order a credit union to terminate its share-draft program
if there is a failure to pay drafts promptly when presented,
or a failure to comply with other requirements.

Section 4 reguires the maintenance of a share-draft
liquidity reserve. The reserve amount is equal to the sum
0f 3 percent of deposit-account and share-account balances
plus 7 percent of demand-account balances. At least one-fifth
of the reserve must be held in cash.or demand deposit accounts
in state or national banks, and the balance may be held in
the types of investments designated in section 4. The reserve ."

~23~
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must ve maintained on a daily basis, and the credit union

is subject to a termination of its share-draft program and

a $100 per day penalty if tne five-day average of tne actual
reserve 1s pelow the nominal amount, or if the five-day average
of the actual cash and demand account balances is less than

20 percent of the reserve amount.

Section 5 is a correlating amendment.

Section 6 amends Code section 533.19 .to pronibit notice
of withdrawal for a credit union member's funds which are
subject to withdrawal by share draft.

Section 7 amends the criminal code to make the fraudulent
issuance of a share draft subject to the same penalties as
those which apply to the issuance of "bad" checks.

Sections 8 and 10 contain temporary provisions applicable
to credit unions which have operating share-draft programs
on the effective date of the Act. The temporary provisions
enable these credit unions to continue to provide share-draft
services while attempting to comply with the new reguirements.

Section 9 is a legalizing provision for share drafts issued
prior to the effective date of the Act.

Sections 11 through 19 of the bill deal with usury and
related matters.

House File 2467 provides that most of the usury and related
sections have temporary effect only, and expire on July 1,
1979. On and after July 1, 1979, the law will be the same
as it was prior to enactment of House File 2467.

Tnis bill reenacts each of sections 11 through 17 and
sections 19 and 22 of House File 2467, in effect making those
temporary sections permanent Iowa law. This reenactment would
be effective upon publication of this bill. .Sections 11,

12 and 16 of House File 2467 are also amended by this bill,
but the amendments would not take effect until July 1, 1879,

Tne subjects contained in the sections of House File 2467
which are effected by this bill are as follows:

Section 11 established a floating usury rate under section

-2 -
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535.2 of the Code, to be determined by the superintendent ‘
of banking on a quarterly basis, and added other conditicns

relating to the usury rate under 535.2. This bill reenacts

section 11, but as of July 1, 1279, the usury rate would be

redetermined by the superintendent of banking on a monthly

basis, rather than a quarterly basis. (See sections 11, 12

and 19 of this bill.)

Section 12 of House File 2867 prohibited or regulated

X N W N

9 charges made by lenders on certain types of loans. This bill
10 reenacts section 12, but effective July 1, 1979, lenders would
11 be entitled to collect an additional charge for originating
12 & loan, the definition of loan is clarified, and the shifting
13 ©f prohibited charges to the seller is expressly prohibited.
14 A lender alsoc would be pronibited from collecting a fee from
15 a realtor for the purpose of reserving blocks of funds for ‘
16 lcans to future customers of the realtor. (See sections 13
17 and 15 of this bill.) Section 14 of this bill strikes from . 1
18 section 12 of the 1978 Act a provision which repealed the ‘
19 section as of July 1, 1979.

20 Section 13 of House File 2467, in conjunction with.sections
21 14 through 17 of that Act, prohibited prepayment penalties

22 in certain types of real estate loan transactions. This bill
23 reenacts those provisions (see sections 16 .and 18 of this

24 bill), but amends section 16 of the 1978 Act as is described

25 in the following paragraph.

26 Secticon 16 of House File 2467 amended Code section 534.21

27 to correlate the prepayment penalties authorized by that Code
28 section with the prohibition contained in section 13 of House
29 File 2467. dHowever, the manner in which.the correlating

) 30 amendment was drafted had the effect of prohibiting prepayment
: 31 penalties on all loans secured by one-family or two-family

32 dwellings, not just those in which prepayment accompanies

33 a transfer of ownership as provided in section 13 of House

34 File 2467. Section 17 of this bill amends Code section 534.21, .
35 subsection 10, of the Code, effective July 1, 1979, to restrict

-25-
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O 1 Pbrepayment penalties only to the extent provided in section
2 13 of House File 2467.
3 Sections 18, 21 and 22 of House File 2467 .amended sections
4 ©f the savings and loan association law and the consumer
5 <redit code to eliminate an inconsistency in these laws with
. § respect to the maximum permissible interest rate which may
7 be imposed in real estate transactions. Sections 18 and 21
g Wwere permanent sections. Section 22 is reenacted. (See
9 section 18 of tnis bill.)
10 Section 19 of House File 2467 amended section 536A.23 of
11 the Code, relating to industrial loan companies, to correlate
12 that section with the otiier provisions contained in House
13 File 2467. Section 19 is reenacted (see section 18 of this
14 bill).
15 Section 20 of House File 2467 created a temporary maximum
1¢ interest rate on mobile nome loans. This bill repeals that

section effective July 1, 1979. (See section 20 .of this

bill.)
Sections 20, 21 and 22 of this bill express the intent

-
w

—
(o]

of the bill in making the previously enacted temporary law

[\ ]
o

permanent.,
This »ill would take effect upon publication, except as

otherwise provided with respect to particular provisions or

NoNR
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SENATE FILE 158

H-3241

Amcnd Senate File 158 as amended, passed and -_]
reprinted by the Senate as follows:

1. Pace 21, by inserting after line 20 the
following:

"Sec. . Acts of the Sixtyv-seventh General
Aesembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section twenty (20), is
reenacted, and is the law of this state on and after
the effective date of this Act, notwithstanding any
contrary provision of Acts of the Sixty-seventh CGeneral
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190).

Sec. . Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section twenty (20), is amended
effective July 1, 1979, to reacd as follows:

HEW SECTION. MOBILE HOME 6ANS CRODIT TRAMSACTIONS.
Notwithstanding the maximum finance charges specified
in this chapter of the Code, the maximur finance
charge which may be charged fer-meonev-leaned-to-a
kPerrewer-whe in a consumer credit transaction in which
the debtor furnishes as security for all or part of
the Zeawn amount financed, a mohile home occupied or
to bhe occupied by the berrever debtor as a dwelling
shall be as-fellows+

i---Feor-a~-new-mobile-homer-three-pereentage—peints
per-year-above-the-usury-rate~in-effeet-under-seection
five-hundred-thirsy-£five-point-twve-{535;23-cf-+he
€ode-on-the-day-the-lean-ia-nade;-ealevliatked-according
to-£the-getuarial-method;-en-the-unpaid-balanee-of
the-amount-£finaneceds '

Ax~-For-~a-used-mobile-heme;-five-pereentage-points
pex-year-apove-the-ugury-rate-in-effeee-under-seckien
f2ve-hundred-thirty-£five-peiné-tvo-{535+-23-0f-the
€ode-on-the-day-the-lean-is-mades—-eateutated-aceording
to-4he-aetnartat-metheds-~on-the-unpazd-baltance-of
the-ameunt—-£irnaneed-sfour percentage points above the
usury rate which is in effect under section five
hundred thirxty-five point two (535.2), subsection
three (3), paragravh a of the Code on the day the

transaction is executed, calculated according to the

actuarial method, on the unpalid balance of the amount

financed. For purposes of this section, the amount

financed shall not be considered in determining whether

a sale or loan is a consumer credit transaction,
notwithstanding section five hundred thirty-seven
pornt one thousand three hundred one (537.1301),
subsection thirteen (13), paragraph a, subparagranh

five (5), of the Code, or section five hundred thirty-

seven point one thousand threc hundred one (537.1301):_J

L
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subsection fifteen (15), paragraph a, subparaqraph
five (5), of the Code." '

2. Page 22, by striking lines 7 through 10 and
inserting in lieu thercof the following: “"on the
effective date of this Act."

3. Page 22, line 14, hy striking the word and
figure “"nineteen (19)" and insertinyg in lieu thereof
the words and figures "nineteen (19), twenty (20)".

4. By renumbering sections of the kill and
correcting internal xeferences as necessary.

H-3241 FILED = 3/5 BY  MILLER of Buchanan
FEBRUARY 20, 1979 . G7a, PAVICH of Pottawattamie
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SENATE FILE 158
H=-3240
'~ Amend Senate File 158 as amended, passed and
reprinted by the Senate as follows:

1. Page 18, by inserting after line 25 the
following:

"e. A lender shall not refuse to allow a
prospective borrower to assurme a prior loan on a
single-family ox two-family dwelling 1f the original
borrower has repald at least forty percent of the
principal amount of the prior loan, unless the
10 prospective borrower 1s a substantially greater credit
11 xisk than the original borrower under the loan to : .
12 be assumed. The burden of proving substantially
13 greater ris) is on the lender. The lender mav require
1t the original borrower and the prosvective borrover
15 to submit jointly an application which 4iscloscs the
16 financial condition of each. Both the original
17 borrower and the prospective borrowex shall sign the
i8 application and shall he provided a copy oi the
19 application. The lender shall disclose to each in
20 writing the bhasis for any refusal to allow the
21 assumption. JYf a lender violates this paragraph,

22 the horrower 15 entitled to recover actual damages,
23 plus attorney fees and costs incurred in any action
26 necessary to effect recovery.”

WO~ E W) =

H=3240 FPILED  Jows /% ‘p 967} BY MILLER of Buchapan
FEBRUARY 20, 1979 ! B o oo T2 (3 5590
SENATE FILE 158
H-3238
1 Amend Senate File 158 as follows:
2 1. Page 17, line 7, by inserting after the word
3 "lean" the words "exceeding seventy-five thousang
4 dollars in principal”.
5 2. Page 17, line 10, by inserting after the word
6 "loan" the words "exceeding seventy-five thousand | .
T dollars in principal™.

! L
c 4o 2

H-3238 FILED ?Yb"“‘””KJ’ e BY JOHNSON of Linn
FEBRUARY 20, 1979
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SENATE FILE 158

H-3358
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Amend Senate File 158 ag amended, passed and
reprinted by the Senate as follows:

1. Page 3, by striking line 3 and inserting in
lieu thereof the following:

"(2) Either a statement that the credit union
has adopted truncation, or, if the credit union has
not adopted truncation, a statement of the procedures
Lo be followed in returning the original share drafts
to issuing members."

2. Page 4, by striking lines 28 and 29 and
inserting in lieu thereof the following:

"(5) Any other materijal modification of the share-
draft program." .

3. Page 6, by striking lines 4 and 5.

4. Page 6, line 12, by inserting after the period
the following: "However, the exception contained
in this subsection does not apply to any person
referred to in this subsection if the person is a
helder in due course, as provided in Chapter five
hundred fifty-four (554), article three (3) of the
Code; and with respect to a share draft which is
issued prior to the expiration of one hundred twenty
days after the effective date of this Act, the person
shall not be denied the rights of a holder in due
course of the share draft solely on the grounds that
the share draft fails to meet the requirements of
section five hundred fifty-four point three thousand
one hundred four (554.3104), subsection one (1),
paragraph & of the Code."

5. Page 6, lines 20 and 21, by striking the words
"Act respecting the operation of the shere-drart
program" and inserting in lieu thereof the words “"act,
including all operational specifications and procedures
established or modified in accordance with that
section".

6. Page 7, by striking lines 8 through 12 angd
inserting in lieu thereof the following:

“Z. The share~draft liquidity reserve shall be
equal to the sum of the following two amounts:

a. Seven percent of the total amount of funds
held by the credit union in share-draft accounts.

b. Three percent of the total amount of funds
held by the credit union in deposit accounts. Aas

- used in this paragraph the term "deposit accounts"

excludes share-draft accounts and share accounts."
7. Page 7, by striking lines 13 through 25 and
inserting in lieu thereof the following:
"3. The share-draft liquidity reserve shall be
held as cash, or as demand deposits in the name of
the credit urion in state or national banks. All

-1-
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cash in the credit union and all demand deposite held
in banks in the name of the credit union shall be
credited against the reserve requirements of this
section."

8. Page 8, by striking lines 1 through 18.

9. Page 8, by striking lines 24 through 35 and
inserting in lieu thereof the following: “after any
deposits as required by this subsection, the average
of the amounts actually held by the credit union in
cash and demand deposits on that business day and
each of the preceding four business days is less than
the minimum amount specified in subsection two (2)
of this section."

10. Page 89, by striking lines 22 through 24 and
inserting in lieu thereof the following: "draft
program. However, if after notice and opportunity
for hearing the administrator finds that a credit
union has violated this settion more than twice during
any twelve-month period or has demonstrated a
continuing pattern cof violations of this section,
the administrator shall revoke the authority of the
credit union to operate a share-draft program."

1l. Page 10, line 6, by striking the words "is
inselvent or that it" and inserting in lieu thereof
the words 'is-inseivent-ex-that=-3g".

12. Page 10, line 8, by striking the word "shallV
and inserting in lieu thereof the words "shall, except
when the credit union is insolvent,¥.

13. Page 10, line 10, by striking the word '“shall"
and inserting in lieu thereof the words "shati may".

l4. Page 10, line 10, by striking the word "less"
and inserting in lieu thereof the words '"iess more".

15. Page 10, line 14, by striking the words "dis-
trict in which" and inserting in lieu thereof the
words *distrie& county in which",

16. Page 10, line 16, by inserting after the
period the following: "“Notwithstanding any other
provision of this chapter, upon a determination by
the administrator that a credit union's assets, if
made immedlately available, would not be sufficient
to discharge the credit union's liabilities, the
administrator shall take control of the credit union,

and if the administrator determines that the condition
cannot be corrected, the administrator shall revokxe
the certificate of approval and shall apply to the
district court in the county in which the main office
of the credit union is located for the appointment
of a receiver for the credit union,™

17. Page 10, line 26, by striking the word "Act"
and inserting in lieu thereof the words “Act, except

-2-
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. Al in the event of insolvency of the credit union".
2 18. Page 10, by inserting after line 26 the fol~
3 lowing:
4 "The administrator mav adopt rules which define
2 insolvency or which establish factors to be consicdered
7
8
9

in_determining insolvency. The administrator may

adopt separate solvency standards for credit unions
which are within their first vear of operation." j
18. Page 11, by striking lines 18 through 33 and

10 inserting in lieu thereof the following: ‘“upon terms

11 and conditions prescribed by it. Any member may

12 withdraw from the credit union at any time, but notice

13 of withdrawal may be required as provided in this

14 section. All amounts paid on shares or as deposits

15 of an expelled or withdrawing member, with any

16 dividends or interest accredited thereto, to the date -

17 thereof, shall, as-fundo-begome-availtable-apd after

18 deducting all amounts due from the member to the

19 credit union and an amount as necessary to honor

20 cutstanding share drafts drawn against accounts of

21 the membex, be pald to Rim---Fare The member. Upon

22 erxpulsion or withdrawal of a member from a credit

23 union, or at any other time, the credit union may

24 require sixty days' notice of intention to withdraw

25 shares and thirty days' notice of intention to withdraw
‘ 26 deposits, except that a credit union shall not at

27 any time require notice of withdrawal with respect

28 to funds wnich are subject to withdrawal by share

29 drafts. Wwithdrawing or expelled members shall have

30 no further rights in the c¢redit union but are not,

31 by such expulsion or withdrawal, released from any

32 remaining llablllty to the credlt union."

;-7 33 20. Page 11, by inserting after llne 33 the
" 34 following: :

35 "Sec. . Section five hundred thirty-three point

36 twenty-~four (533.24), unnumbered paragraph two (2),

37 Code 1979, is amended to read as follows:

38 The moneys and credits tax on credit unions is

39 hereby imposed at a rate of five mills on each dollar

40 of the legal and special reserves ef-every which are

41 required to be maintained by the credit union under

42 section five hundred thirty-three point seventeen

43 (533.17) of the Code, and shall be levied by the board

44 of supervisors, and placed upon the tax list and

45 collected by the county treasurer, except that an

46 exemption shall be given to each credit union in the

47 amount of feux forty thousand dollars anpdr;-in-addataisny

48 any-ameunt-ef-the-iegai-and- sgeeia}*tesefvee-Wﬁaeh

49 arxe- &nveséed-&n-gnited~SEaEes—gevernmea:—seeuz&etes.
' 50 The amount collected in each taxing district within

.-30-
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a city shall be apportioned twenty percent to the
county general fund, thirty percent to the city general
fund, and fifty percent to the general fund of the
state, and the amount collected in each taxing district
outside of cities shall be apportioned fifty percent
to the county general fund and fifty percent to the
general fund of the state. The moneys and credits
tax shall be collected at the location of the credit
union as shown in its articles of incorporation."
~21. Page 13, by striking lines 5 through 7 and
inserting in lieu thereof the words “of this Act may
continue to use the same bank until December 31, 1980.
Effective January 1, 1981, or at any prior®.

22. Page 13, line 26, by striking the words "one
hundred twenty days" and inserting in lieu thereof
the words_ “one year"“. '

23. Page 15, by inserting after line 17 the
following:

“Sec. _ . Section five hundred thirty-five point
two (535.2), subsection two (2), Code 1977, as amended
by Acts of the Sixty-seventh General Assembly, 1973
Session, chapter one thousand one hundred ninety
(1190), section eleven (11), is amended effective
July 1, 1979, to read as follows:

2. Any domestic or foreign corporation, and any
real estate investment trust as defined in section
856 of the Internal Revenue Code, and any person
purchasing securities as defined in chapter 502 on
credit from a broker or dealer registered or licensed
under chapter 502 or under the Beeur:ty Securities
Exchange Act of 1934, 48 Stat. 8381, 15 United States
Cede 78A, as amended, and any person borrowing money
or obtaining credit in the prineipa: amount of &we
one hundred thousand dollars or more, exclusive of
interest, for business purposes, and any person
borrowing money or obtaining credit in the prinexpai
amount of five hundred thousand dollars or more,
exclusive of interest, for agricultural purposes,
may agree in writing to pay any rate of interest in
excess of the rate permitted by this section, and
no such corporation or real estate investment trust
Or person so agreeing in writing shall plead or
interpose the claim or defense of usury in any action
or proceeding.

24. Page 17, by striking lines 8§ through 12 and
inserting in lieu thereof the following: "“a leoan
processing fee which does not exceed one percent of
an amount which 1s equal to the loan principal less
twelve thousand five hundred dollars, except that
in_the event of an assumption of a prioxr loan the
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lender may collect a leocan processing fee which does
not exceed an amount which 1s a reasonable estimate
of the expense of processing the loan assumption but
which does not exceed one percent of the amount
assumed'.

25. Page 17, line 13, by striking the word
“principal".

26, Page 17, line 13, by inserting after the
period the following: ™"A loan processing fee collected
under the authority of this paragraph 1s compensation
to the lendexr solely for the use of money,
notwithstandaing any provision of the agreement to
the contrary. However, a loan processing fee collected
under the authority of this paragraph shall be
disxegarded for purposes ¢f determining the maximum
chaxrge permitted by section five hundred thirty-five
point two (535.2) of the Code, or Acts of the Sixty=~
seventh General Assembly, 1978 Session, chapter one
thousand one hundred ninety (1190), section thirteen
(13), subsection two {2)."

27. Page 17, line 32, by inserting after the word
"fees" the following: ‘“paid to a third party, or
wvhen the appraisal is pertformed by the lender, a fee
which 1S a reasonable estimate o6f the expensé incurred
by the lender in performing the appraisal".

28. Page 17, line 34, by inserting after the word
"Abstracting"” the following: “fees paid to a third
party, or when the abstracting is performed by the
lender, a fee which is a reasonable estimate of the

e L e T e e ———— |

expense incurred by the lender in performing the |

abstracting”.
29. Page 18, by striking lines 7 through 9 and
inserting in lieu thereof the following: “the seller.

Collection of any cost other".

30. Page 18, by striking lines 11 through 18 and
inserting in lieu thereof the following:

e, If the purpose of the lcan is to enable the
borrower to purchase a single-family or two-family
dwelling, for his or her residence, the lcan agreement
shall not contain any provision which prohibits the
borrower from transierring his or her interest in
the property to a third party for use bv the third
party as his or her residence, and shall not contain
any provision which reguires or permits the lender
to make a change in the interest rate, the repayment
schedule or the term of the loan as a result of a
transier by the borrower of his or her interest in
the property to a third party for use by the third
party as his or her residence. A provision of a loan
agreement which violates this paragraph is void."

~Bu
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1 31. Page 18, line 20, by striking the words .
2 “paragraphs a, b or ¢" and inserting in lieu thereof
3 the words “paragraph a or b".

T4 32. Page 18, line 2i, by striking the words

5 "paragraphs a, b or ¢" and inserting in lieu therecf
p
7
8
9

5
-
h

the words "paragraph a or b".
33. Page 20, by striking lines 6 and 7 and
inserting in lieu thereof the following:
"2. Whenever a borrower under a loan repays-the
10 €u2i-ameurt prepays part or all of the ocutstanding
11 balance of the loan in-eernectien-with".
12 34. Page 20, by striking lines 18 through 21,
13 and inserting in lieu thereof the following: ‘may,
14 however, regquire advance notice of not more than
15 thirty days of a borrower's intent to repay the £uili
16 ameuRi-ef-a-lean entire outstanding balance of a loan
17 if the payment of that balance, together with any
18 partial precayments made previously by the borrower,
19 will result in the repayvment of the loan at a date
20 earlier than is reguired by the terms of the loan
21 agreement.!

X 22 35. By renumbering sections and subsections of
23 the bill and correcting internal references as
24 necessary.

H-3358 FILED BY COMMITTEE ON COMMERCE .
MARCH 9, 1979 . ) Schroeder, Chairperson
A é{‘:d-'(;af{' {éy P /-"-‘-r/.j,m.—:w ..-{-;.-_ SHal ":‘A‘:" \/f 73 '?’,)
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FISCAL NOTE
SENATE FILE 158
Regquested by Representative Evans
March 14, 1979
In compliance with a written request, there is hereby submitted a
Fiscal Note for S.F. 158, amendment H-3358, pursuant to Joint Rule 16.

Using December, 1978 data, the present formula i
oer, 1 : s b on moneys and credi
tax on credit unions is producing $26,848 from 176 cregit unions, "

Usirg the formula as proposed in Amendment H-33 t
produce $99,873 from 121 credit unions: >0, the tax would

FILED GERRY D. RANKIN
MARCH 14, 1979 Legislative Fiscal Bureau




SENATE FILE 158
H-3380

Amend the Commerce Committee amendment, H-~3358,
to Senate File 158 as follows:

1. Page U4, line U9, by striking the words "twelve
thousand five hundred” and inserting in lieu thereof
the words "“twenty-five thousand".

V2wt -

H-3380 FILED o~ ¥/#{r 930  BY JOHNSON of Linn
MARCH 12, 1979 JOCHUM of Dubugue
- EGENES of Story
BRUNER of Story
. PELTON of Clinton
RAPP of Black Hawk
JESSE of Polk
RITSEMA of Sioux

SENATE FILE 158 WALTER of Pottawattamie
H-3385

amend the Committee amendment, H-3358, to Senate
File 158 as follows:

1. Page 5, line 5, by inserting after the word
“assumed” the following: "; provided, however, that
if the loan transaction i1s either the refinancing
of a prior loan or an assumption of an existing loan
and if the interest rate payable on the new loan or
the assumed balance 1s more than three-fourths of
one percent higher than the rate payable on the loan
balance being refinanced or assumed, then the lender
shall not collect a loan processing fee".

SOV WN -

@

H-3385 FILED - ot Yo (5. 927) BY MILLER of Buchanan
MARCH 13, 1979

SENATE FILE 158
H-3386

Amend the Committee amendment, H-3358, to Senate
File 158 as follows:

1. Page 5, line 33, by inserting after the period
the following: "Any costs which are collected by
the lender from the borrower under the authority of
this paragraph shall be ltemized and Cisclosed to
the borrower. These costs, whether or not pavyable
from the proceeds of the loan, shall not be considered
part of the consideration for purvoses of chapter
four hundred twenty-elght A (4283) of the Code."

QWSO UNEWN -

-t

H-3386 FILED @ awd S0 (. ?s0) BY MILLER of Buchanan
MARCH 13, 1979

SENATE FILE 158

H-3389
" ; i&meng Senate File 158 as follows:
. age 17, by striking lines 2
. . - . } through 6 a:
2 inserting in lieu therof the fOllOwing: ?Occuazdd :
to be occcupied by the borrower." p'e o

H-3389 FILED #/7 /i (z 7: BY BRUNER of Story
MARCH 13, 1979
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SENATE FILE 158

H-3375

1 Amend the Committee anendment, H-3358, to Senate
2 File 158 as follows:

3 1. Page 5, by striking lines 35 through 50.

4 2, Page 6, by striking lines 1 through 6.

o
H-3375 FILED Wl s lp #5707 BY SCHNEKLOTH of Scott
MARCH 12, 1979

SENATE FILE 158

H-3376 .
1 Amend the Cormittee amendment, H-3358, to Senate
2 File 158 as follows:
3 1. Page 4, by striking lines 45 through 50.
4 2. Page 5, by striking lines 1 through 7.

H-3376 FILED Koot T (552} BY SCHNEKLOTH of Scott
MARCH 12, 1979

SENATE FILE 158
H~-3377

Amend Senate File 158 as amended, passed and
reprinted by the Senate as follows:

1. Page 19, by inserting after line 5 the
following:

"2A lender shall not use an appraisal for any purpose
in connection with making a loan under this section -
if the appraisal is perfoxmed by a pcrson who is
employed by or affiliated with any person receiving
2 commission or fee from the seller of the property.

10 If a lender violates this paragraph the borrower 1is
11 entitled to recover any actual damages plus the costs
12 paid by the borrower, plus attorney iees incurred

13 In an action necessary to effect recovery.”

WO Wt =

H-3377 FILED & Hpdid #/w{7. %697 By MILLER of Buchanan
MARCH 12, 1979

H SENATE FILE 158

379

Amend the Commerce Comnittee amendment H-3358
to Senate File 158 as follows- ' ’

1: Page 5, line 5, by striking the word "assumed”
and inserting in lieu thereof the following: —Vassumed
A _loan processing fee which is collected on any loan
other than an assumption of a prior loan shail Bo -
apportioned between and collectcd with loan payﬁén+s
rade by the borrower during the tvelve-month pmf{o&_
which follows the date of closing of the loan
Ltransaction®. -

9
i

3
1
2
3
4
5
6
7
8
0

H~3379 FILED é@;wuégdfqugg) B - .
. e Y JOHNS
MARCH 12, 1979 : ON of Linn
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SENATE FILE 158

H-3391

Amend Senate File 158, as passed and reprinted
by the Senate, as follows:

1. Page 1, by inserting before line 1 the following
sections:

"Section 1. Section ninety-seven point fifty-one
(97.51), subsection one (1), paragraph b, Code 1979,
is amended to read as follows:

b. Under the direction of the department and as
designated by the department, invest such portion
of said trust funds as are not needed for current
payment of benefits, in interest-bearing securities
issued by the United States, or interest-bearing bonds
issued by the state c¢f Iowa, or bonds issued by
counties, school districts or general obligations
or limited levy bonds issued by municipal corporations
in thic state as authorized by law, or in savings
accounts or time demcsits in a bank or private bank
as cofincd in sectlcn tive hundred tventv~Lfour point
one hunared three (524.103) o0f tne Coda, &sSSoOCration
as gefinea in secrtion iive nunared thirtv-four point
two (534.2) or tane Code, or creart union as cziined
in secticn five hunared thirtv-three ncint rifty-one
(533.51) of the Lode; also to sell and dispose of
same when neecded for the payment of benefits.

Sec. . Section ninety-seven A polnt seven
(97A. 7), subsecticen two (2), paragraph b, Code 1979,
is amended to read as fcllows:

b, 1In a savings aeeeurts account or time depesiEs
deposit 1in Iewa-beawa-apareuea ag- ueeesi%efte5~bv
The-eneeutive-eouneix a bank or private bank as dzfired
in section five pundred tweatv~rour roint on2 hundrec
three (524.103) ot the Code, 23GOC1IALISN as derined
in section tive nuudred tnirtv~four point two (534.2)

of the Code&, or €r=2alt unicn as oanrea in secuion
five huncraoa thiriv-thiree point fircy-one (533.51)
of the Coce.

Sec. . Section rinety-seven B point seven
(975.7), “subsection two (2), paragraph b, Code 1979,
is amendecd tc read as follows:

b. Invest such portion of said trust funds as
in the judgment of the depaxrtment are not needed for
current payment of benefits under this chapter in
interest~bearing securities issued by the United
States, or interest-bearing bonds issued by the state
of lowa, or bonds issued by counties, school édistricts
oy general obligations or limited levy bonds issued
by municipal corporations in this state as authorized
by laws ; or in & savings acccuant or time devosit
in a bank or obrivate panx as cenined in scction five
hundred tventy-itour point one nundred three (524.103)

Ml'
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of the Code, association as defined in section five
hundred thirty-~four point two (S34.2) of the Code,

0y credit unicn as detined 1n section tive hundred
thirty-three point fifty-one (533.51) of the Code;

or other 1nvestments authorized for life 1nsurance
companies in thils state including common stocks issued
or guaranteed by a corporation created or existing
under the laws of the United States or any state,
district, or territory thereof subject to the following
restrictions:

Sec. . Section two hundred sixty-two point
fourteen (262.14), subsection three (3), Code 1979,
is amended to read as follows:

2. Any portion of said funds may be invested in
bonds cr other evidences of indebtedness issued,
assumed or guaranteed by the United States of America
Oor by any agency or instrumentality of the United
States; alsc in bonds of this state, and of counties,
cities, and school districts.in Iowe; and in a savings
account oi time deposit in a bank or privaté bank
as defined 1n c2¢tion five hnundred twenty-rour point
one hunared three (524.103) of the Code, assgciation
as defined 1n section five hundred thirty-rour pclnt
two (534.2) cof the Code, or crxedit union as derzined
in sectlion raive nunared thirty-t hree point fiity-one
{(533.51) of toe Ccde.

Sec. . Section three hundred two Dolnt twenty
(302.20), subsection three (3), Code 1979, is amended
by striking the subsection and inserting in lieu
thereof the following:

3. In a savings account or time deposit in a bank
or private bank as defined in section five hundred
twenty-four point one hundred three (524.103) of the
Code, association as defined in section five hundred
thirty~four point two (534.2) of the Code, or credit
union as defined in section five hundred thirty—three
point fifty-one (533.51) of the Code.

Sec. . Section four hundred ten point three
(410.3), Code 1979, is amended to read as follows:

410.3 INVESTMENT OF SURPLUS. The boards shall
have power to invest any surplus left in such funds,
respectively, at the end of the fiscal year, but no
part of the funds realized from any tax levy shall
be used for any purpose other than the payment of
penszions. Investments shall be in interest-bearing
bongds, notes, certificates, or other evidences of
indebtedness which are obligations of or guaranteed
by the United States, c¢r in interest-bearing bonds
of the state of Iowa, of any county, township, or
municipal coxporation of the state of Iowa; or in

-
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a _savings account or time deposit in a bank or private
bank as defined in section five hundred twenty-iour
point one hundrea three (524.103) of the Code,
assoc1atlon as aefined in sectlon five huncdred thirty-
four point tvic (©34.2) of the Code, cr cradit union
as defined 1n section rive hundred thilrty-three polnt
fifty-one (533.51) of the Code. All such securities
shall be deposited with the treasurer of the boards
of trustees for safekeeping.

Sec. . Section four hundred eleven point seven
(411.7), subsection two (2), Code 1979, is amended
to read as follows:

2. The city treasurer may invest at the direction
of the respective boards of trustees such portion
of the several funds created by this chapter as in
the judgment of the respective boards are not needed
for current payment of benefits under this chapter
in interest-bearing securities, notes, certificates,
bonds, or other evidences of indebtedness issued or
guaranteed by the United States, or interest-bearing

. bonds issued by the state of Iowa, or make-depestts

sf-sueh deposit funds in banks- as-areVideé-za ehapkter
453 a saviaqs account or time deposit in a bank or
private bank ss Qexlnec in secticn five nundred Lwenty—
four point one aundred tnree (524.103) of the Co
association as de:i 1,d in gecticn tive hundrea thlrtg:
four pvoint twe (334.2) ot the Ccde, or cred:it unisch
as derlined in seccion rive hundred thirty-wnree point
{1fty-one (533.51) or tre Cccz, Or in bonds issued
by counties, school aistracts, or general obligation
or limited levy ponds issued by municipal corporations
in this state as authorized for investment by insurance
companies under section 511.8 and subject to all
limitatlons contained in said section. 1In the event
of loss on the redemption or sale of securities, where
invested as prescribed by law, neither the treasurer
nor the trustees shall be personally liable, but such
loss shall ke charged against the retirement funds.
The city treasurer may sell any securities 1n such
funds and reinvest the proceeds in accordance with
the direction of the respective boards of trustees
when such action may be deemed advisable by the
trustees for the protection of said funds or the
presexrvation of the value of the investment.
Sec. . Section four hundred fifty-two point
ten (452.10)}, Code 1979, is anended to read as follows:
452 .10 CUSTCDY OF PUBLIC FUNDS~--INVESTMENT OR
DEPOSIT. The treasurer of state and the treasurer
of cach political subdivision shall at all times keep
all funds coming into their possession as public

-3-
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money, in a vault or safe, to be provided for that
purpose, or in some bank legally designated as a
depository for such funds. However, the treasurer
of state and the treasurer of each political
subdivlision shall invest, unless otherwise provided,
any ¢f the public funds not currently nceded ifor
operating expenses in notes, certificates, bonds,
or other evidences ¢f indebtedness which are
obligations of or guaranteed by the United States
of America or anv of its agencles; or make-~Eime
depesits-of-sueh~funds~in-banks-as-prevzded-n-aghapter
453 -and-receive-£ime-certrfieaten-of-deposré~thexrefeors
e¥~iR-pavirgu-acconata-in-banks may deposit funds
in a savings account or time deposit in & banii or
prlvate Dand as Geiinhod in section five nundred Twenty-~
four poinc cne hunared tiree (524.103) of the Coae,
as:CClation as definad 1n sectilon ri1ve hundred thirty-
four point two (53#.2) of the Code, or credit union
as defined in secticn tfive hundred tilrty-three pvoint
fifty-one (533.51) ox the Code. Tne treasurer of
state wmay 1hvest any of the funds in h=3 Lthe
treasurer's custody in any of the investments
authorized for the Iowa public employees' retirement
csystem in secticn 97B.7, subsection 2, paragraph '"b"
except that investinent in common stocks shall not
be permitted.
Sec. ___. Section four hundred fifty-three vroint
one {453.1), Ccde 1679, is amended to read as follows:
453.1 DEPOSITS IN GENERAL. All funds held in

~the hands of the following officers or institutions

5

shall be deposited in banks as, associations as defined
in section five hundred thirty-four Boint TWO (534. 4 )
o) the Coce, or credit Unions 25 Geiined in Section
five hunared th:rty~three DO1nL tive (533.5) of the
Coce, whicn are rirst avbroved by the appropriate
governing kodv as indicated: For the treasurer cf
state, by the executive council; for the county
treasurer, recorder, auditor, sheriff, township clerk,
clerk of the district court, and judicial magistrate,
by the board of supervisors; for the city treasurer,
by the city council; for the county public hospital
or merged area hospital, by the board of hospital
trustees; for a memorial hospital, by the memorial
hespital cemmission; for a school corporation, by

the board of school directors; provided, however,

that the treasurer of state and the treasurer of each
political subdivision shall invest all funds not
needed for current operating expenses in time
certifircates-ef-deposit-in-bania-t2sted~ans approved
depositories pursuant to this chapter or in investments

.
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permitted by section 452.10. The list of public
depositories and the amounts severally deposited
therein shall be a matter of public record. The term
"bank" means a bank or a private bank, as defined

in section 524.103. ‘

Sec. . Section four hundred fifty~three point
two (453.2), Code 1979, is amended to read as follows:
453.2 APPROVAL--REQUIREMENTS. The approval of

a bank, private bank, association, or credit union

as a depository shall be by written resolution or
order which shall be entered of record in the minutes
of the approving board, and which shall distinctly
name each pank depository approved, and specify the
maximum amount which may be kept on deposit in each
such bank, private bank, association, and credit
union.

Sec. . Section four hundred fifty-three point
three (453.3), Code 1979, is amended to read as
follows:

453.3 INCREASE CONDITIONALLY PROHIBITED. The
maximum amount so permitted to be deposited in a naned
bank, privete bank. associaticn, or credit union shall
not be increasea except witn the approval of the
treasurer of state.

Sec. _ . Section four hundred fifty-three point
five (453.5), unnumnbexed paragraph two (2), Code 1979,
1s amended by striking the unnurtered paragraph.

Sec. . Section four hundred fifty-three point
six (453.6), Code 1979, is amended to read as follows:
453.6 INTEREST RATE. Henceforth public deposits

shall be deposited with reasonable promptness and
shall except for time certificates of deposit be
evidenced by passbook entry by the depository legally
designated &s depository for such funds. A-cemmittee
corposea-of-the-superrntendent-ef-banking - -the «
eopmisstoner~of-snsuranee--and-the-treasurer-of-state
ghail-mpoct~oR~6r-abeut-the-£irsti-ef-cach-ronth~and
by-majerity-action-shazi-egcaklish~the-rate-to-be
earned~oR~state-funds-placed-in-*ipe-deposrEg-dHEEAg
the~perrod-untzi-the-pent-rectinqg-of-the-ecommieteer
Btate-funds~invegted-py-the-trcasurer-of-state~-in
bank-tine-cextifieates-of-depoatt-chati-4rovw-interest
at-the-rate-ge-detexprned;-effeetive-en-the-date-of
InvestMent-

Public funds invested in-bank-time-eertifireates

ef-deposrt by a

public body or officer other than the treasurer of
state shall draw interest at rates to be determined
by the public body or officer and the banks-waigh
rates-shatz-net-be-greatex-thap-the-rate~-set-under

-5-
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this-geetien-for-etate~-funds-Rrex-nore-~-than-sne~vergens
of-2nterepi-betow-that-rate.
Sec. __ . Section four hundred fifty-three point
seven {453.7), Code 1979, 1is amended to read as
folliows:
453.7 INTEREST~-WHERE CREDITED.
ir~~No-bank-erx-trust-conpany-ohatiy-diregtly-or
tadireetrys-Ey-any-deviea-whatogever--pay-any-interest
to-any-publiic-orfieer-on-any~aenand-depssrt-of-puptre
10 funde;-opd-ne-publre-sffieer-shati-take-er-reeexve |
1i any-interest-whatsecver-en-demapd-deposzts~of-punize
12 funds---Thig-provicion-shalti-Ret-arpiv-te-interest
13 en~-tzme-eertrfrcates-of-deposie-for-publie~Ffunda~
14 2- Interest or earnings on investments and &€ime
15 deposits made in accordance with the provisions of |
16 sections 12.8, 452.10, 453.1 and 453.6 shall be

W 00~ N L B

17 credited to the general fund of the governmental body

18 making the investment or deposit, with the exception

19 of specific funds for which investments are otherwise

20 previded by law, ceonstitutional fundg, or when legally

21 diverted to the state sinking fund for public deposits.

22 Funds so0 excepted shall receive credit for interest

23 or earnings derived from such investments or time f
24 deposits made from such funds. Such interest or |
25 earnings on any fund created by direct vote of the . ‘
26 peonle shall be credited to the fund to retire any |
27 such indebtecdness after which the fund itself shall

28 be credited.

29  Sec. . Section four hundred fifty-three point

30 nine (453.9), unnurpered paragraph one (1), Code 1979,

31 1is amended to read as follows: -

32 453.9 INVESTHMENT OF SINKING FUNDS. The governing

33 council or board who by law are authorized to direct

34 the depositing of funds shall be authorized to direct

35 the treasurer or other designated financlal officer

36 to invest any fund not an active fund needed for

37 current use and which is being accumulated as a sinking

38 fund for a definite purpose, the interest on which

39 1s used for the same purpose, in savings accounts

40 or time deposits in banks or private banks as defined

41 1in secticn tive hundred twenty-tour Lolnt cne hunarad

42 three (524.103) or thz Cocs, associations as cefined

43 in section 1ive npundreda tniriv-rour noint two (531.2)

44 of the Cogs, cr c¢reait unions as Ceiined 1n sectlchn

45 five hundrel tairty-ihyse polnt rirtyv-one (533.51)

46 of the Code, In tn2 certiiicates or warrants provided

47 by section 454.19, sr-mane-time~depssits~-ef-gueh-£funds

48 as-previded-in-&higa~ehanter-and-reeezve-time

49 eertrficaten-of-depesie~-tnRer¥efos¥, or in bonds or other

50 evidences of indebtedness issued, assumed, or .

-—6—
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1l guaranteed by the United States of America, or by

2 any agency or instrumentality thereof, or in local

3 certificates or warrants issued by any munlcipallty

4 or school district within the county, or in municipal

5 or school district bonds which constitute a general

6 liability, and the treasurer or other officer when

7 so directed shall so invest such fund.

8 Sec, . Section four hundred fifty-three point

9 ten (453.10), Code 1979, is amended to read as follows:
10 453,10 INVESTRMENT Or FUNDS CREATED BY ELECTION.
11 The governing council or board, who by law have control
12 of any fund created by direct vote of the people,

13 may invest any portion thereof not curren*ly needed,

14 in bonds or other evidences of indebtedness issued,

15 assumed, or guaranteed by the United States of aAmerica,
16 or by any agency oxr instrumentality thereof, or make
17 time deposits of such funds ard-xeeeive-iime
18 egert:ficateg-of-denesii-therefp¥—-s¥-1R-9avings

19 aeeeuntn 1n a savings ox time deposit in a bank or
20 private beank as defined 1n secticn five hungred twenty-
21 fcur point one hunared tihree (524.103) or the Code,
22 an association a5 c«iined in section rive nuidred
23 thirty-tour point o (334£.2) of the Couz, or credit
24 union as «=2rlned in section tive hundred thirtv-three
25 point rirtv-cns (533.51) of the Coge. TIne treasurer
. 26 of state may 1nvest in any ot the investments
27 authorized for the Iowa public employvees' retirement

28 system in section 97B.7, subsection 2, paragravh “b"

29 except that investment in common stocks shall not

30 be permitted. Interest oxr earnings on such funds

31 shall be credited as provided in section 453.7,
32 subsection 2.

33 Sec. . Section four hundred fifty-three point
34 twelve (453 12), Code 1979, is amended to read as
35 fecllows

36 453.12 SERVICE CHARGE BY BANK. A bank, private

37 bank, association, or ¢redit union may make reasonable
38 service cnarges with respect to the handling of any

39 public funds, but such service charges shall not be

40 greater than saxd-banak customarily reguires required
41 from other patrens for similar services

42 Sec. . Section four hundred fifty-thres point
43 fourteen (453.14), unnumbered paragraph one (1), Code
44 1379, 1s amended to read as follows:

45 The board of dirzctors of a school corpcratien

46 may invest any portion of the proceeds of bonds 1ssued
47 and not currently needed in United States government
48 bonds or make time deposits or d=aposits in savings

49 accounts in banks or private banks as detined 1n

50 section five hundred twenty-four point one hundred

," .
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: tn&er-Lo’f noraL LwWo (%34.2) of the Cede, or cyveil

three {(524.103) of the Code, associations as defined .
in section five hundred thirty-four point two (534.2)
of th? Ccde, or credit unlons as detined in section
five hundred thirtv-three point fifty-one (533.51)
of the Cocc¢, as provided in this chapter.
Sec. __ . Section four hundred fifty-four point
two (454.2), Code 1979, 1s amended to ~‘ead as follows:
454.2 ©PURPOSE OF FUND. The purpose of said fund
shall be to secure the payment of their deposits to
state, county, township, municipal, and school
corporations havxng public funds depositad in demand,
savings, or time depcsits in any bank or private bank
as derined in section five hundrnd twencty-four poing
one punured tarce (524.103) oi tne Code, asszoclatlon
as_derrned 1n secticn five hundred thirtv-rour peint
two (b,_./) cf tne Code, or credit union as aeiined
in secticn rive hundred prrbf three point fl:;;-one
(533.51Y of tne Ccze 1n thls state, when sucn deposits
have keen made by authority of and in cenformity with
the direction of the local governing council cr board
which is by law charged with the duty of selecting
the depository banks for eaid the funds.
~ sec. . Section four hundred fifty-four point
five (45%.5), Code 1979, is amended to read as follows:
454.5 INVESTIIENT OF FUNDS. All above a necessary
working balance shall be invested by the treasurer .
of state ‘n savinss accounts or time ceposits in a
bank or private cznil as aetired in section five hi
TVenty-tony colfnc ohe hundred Thrce (5
Code, Agsociatlon 28 derined 1n eCLiopn filve hand

(

L

union &5 dalineq 1n section five hundred Thirty-to ree
point riZcv-one (532.51) oy the Coue, in bonds Or
other eviu=nces OI indepbtedness 1ssued, assumed, Or
guaranteed by the United States of America or by any
agency cr instrumentality thereof, or in any of the
investments authorized for the lowa public employees'
retirement system in section 97B.7, subsection 2,
paragraph "b" except that investment in common stocks
shall not be permitted.

Sec. . Section four hundred fifty-four point
seven (454, 7), Code 1979, is a2mended to rezad as
follows:

454.7 CERTIFICATION OF DEPOSITS. Whenever any
such depesizvexy bank, private bank, ascociation, or
credit union is hereatter closed and piaced in the
hands cf a receiver or a trustee in bankruptcy or
has been heretofore or is hereafter reorganized,
either by reopening, sale to another bank, private
bank, association, or credit union of all or part
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of its assets with assumption of all or part of deposit
liability, consolidation with another bank, private
bank, association, or credit union, purchase of part
or all of assets ot another bank, private bank,
assoclation, or credit union, or merger with another
baznk er-banks, private bhank, association, or credit
union, or in any manner authorized by the National
Bank Conservation Act, and especially section 207

of Title II thereof, or whenever any berk, private
bank, association, or credit union that has assumed
all or part of the depcsit lilapility of a depository
bank, has heretofore or is hereafter reorganized in
any manner authorized by the National Bank Conservation
Act, and especially section 207 of Title II thereof,
and the amount of the several deposits of public
funds deposited therein by authority of and in
conformity with the direction of the legal governing
council or board which 13 by law charged with the
duty of selecting depository banks, private banks,
associations, and credit unions for said funds and
fixing the amount thereof has been ascertained and
fixed by an order of court or by the treasurer of
state if the matter is not pending in court, the
superintendent-of-banking state official having
supervision over the depository sihall tihen certify
sucn list or publlc deposits so approved by the court
tc the treasurer of state and the state comptroller.

Sec. ___ . Section four hundred fifty-fouxr point
eleven (454.11), Code 1979, 1s amended to read as
-follows:

454.11 ACCEFTANCE BY DEPOSITORIES. Any bank, ’
private bank, association, credit union, or trust
company wnich 4CR2S noL cesire Lo serve as a depository
under this Act for public furnds of any pubiic body
may decline to do so by giving written notice to such
public body prior to June 15, 1937. Failure to give
such written notice shall constitute an acceptance.
of the obligations imposed by this Act with regard-
to all public funds on deposit July 1, 1937. The
acceptance by any bank, private bank, association,
credit union, or trust company oif any public funds
for deposit on or aftexr July 1, 1937, shall constitute
an acceptance of *he obligations imposed by this Act
with regard to all such funds so acceptead. )

Sec. . Section four hundred fiftv-four point
tvelve (252.12), Code 1979, is amended to read as
follows:

.454.12 LIABILITY OF DEPOSITORY. The failure on
the part of any depository bamk to pay to the county
treasurer or the state treasurer of state any such
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assessments on or before the tenth day of the month
same becomes due, shall render sueh any bank, private
bank, aSSOC1at10n, or credit union liable for a ten
percent penalty on the amount of assessments due and
the same may be recovered by the state treasurer of
state or the county treasurer.

Sec. . Section four hundred fifty-four point
fourteen (454.14), Code 1979, is amanded to read as
follows:

454.14 AMOUNT OF DEPOSIT--DETERMINATION~-EFFECT-
~OBJECTIONS. Whenever or wherever any depository
bank or any bank, private bank, associaticn, or credit
union which has assumed tne whole or any part of the
deposit liabi lity of a depository bank, has been
heretofore or 1s hereafter closed and placed in the
hands of a receiver or trustee in bankruptcy, or has
bean heretofore or 1is hereafter reorganlzed, either
by reopening, sale to another bank, rrivate bank,
association, or credit union of a part or all of its
assets with the assumption of all or part of deposit
111b1lltj, COHSO*ldathﬁ with another bank, private

bznk, associaticn, or credit union, purchase of part
cr all of the assets of another bank, private bank,
association, or credit union, or merger with anocher
bank er-par#s, vrivaete bank, associaticn, or credit
unien, or in any manner autbohlzﬁd bv the National
Eank Conservation Act and eCpecwa ly section 207 of
Title II thereof, the state of Iowa or any couniy,
city, school district or township, having public funds
on dep051t therein, may by 1ts governing board at
such board's discretion, by written resclution or
order, entered of record in the minutes of such board,
OX executive council, as the case may be, order and
direct its treasurer or other officer to file with
ana furnish to the treasurer of state a statement
of the amount of the deposit, a certified copy of
the resolution under which the deposit was made, and
any other information demanded by him the treasurer
of state. Unless either the bank, private bank,
association, or credit union liable therefor, or
claimant has paid all assessments due the state sinking
fund for public deposits to the date of its
reorganization, on that part of claimant's deposit
left 1n the bank, private bank, association, or credit
union the treasurer of state may refuse to rile the
claim of such claimant.

But where deposits of state funds in national banks
only for which claims are on file, the payment of
interest cr assessments on said deposits, as provided
in this chapter, from the time of the closing of said

-10-
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bank to the date of its reorganization, shall not

be required, and the claim may be paid without interest
or assessment for that period; and all claims
heretofore filed, payment of which has been denied
because of failure to pay the interest or assessments
for the time between the date of the closing of said
bank and its reopening, as in this chapter provided,
shall be reconsidered and, if approved, shall be paid
without the payment of such interest or assessments.

With the advice of the attorney general, the
treasurer of state shall determine the amount thereof
deposited by authority of and in conformity with the
direction of the leqgal governing council or board
ard send & copy of his or her decision by certified
mail to the claimant and to the bank, private bank,
associaticn, or credit union and deliver a coby to
the swpersntencche-es-kpariing state official having
supervision ovor the depesitory, which decisilon shall
be final except as To sucn cepositors as within ten
days after the mailing of such decision make objections
to such decision in writing to the treasurer of state,
and shall have the same force and effect a&s the court
order and certificate of the surer:irtendent-ef-banking
state official naving supervision over the depositorv,
as provided in this chapter.

If objections are made within the time and as above
provided, the same shall be forwarded to the receiver,
and shall be presented and heard and determined by
the court as otherwise provided. In the event a
receiver or trustee in bankruptcy has not been
appointed, the claimant may present the objections,
if made within the menner and time provided, to any
court of competent jurisdiction by any appropriate
action. If obijections are not made as above provided,
the decisicn of the treasurer of state shall be final.

Sec. ___ . Section four hundred fifty-four point
fifteen (45%.15), Code 1979, is amended to read as
follows:

454.15 ORDER OF PAYMENT. 1t shall be the duty
of the supexintendent-of-banhkang state official having
supervision over *the depositery to cairect the order
in which such deposits shall be paid. _

Sec. ___ . Section four hundred fifty-four point
sixteen {454.16), Code 1979, 1is amended to read as
follows: . )

454,16 CERTIFICATICON OF CLAIMS. As soon as the
money is available in such sinking fund the
superrntendent-ef-banking state official havin
supervision over the depository shall certiry to the
state comptroller the amount due the several depositors

-11=-
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of public funds as shown by such certified list and
showing the order in which they shall be paid.

Sec. .. Section four hundred fifty-four point
seventeen (454.17), Coue 1979, is amended to read
as follows:

454,17 WARRANT--PAYMENT--~SUBROGATION. Upon such
certification the state comptroller shall issue hzg
a warrant upon such sinking fund in the hands of the
treasurer of state payable to such depositor of public
funds in the order certified by the supexrintendent
ef-bankzrg state official having supervision over
the depository, and the same shall be paid to such
depcsltor of public furnds, and the treasurer of state
shall thereupon be subrogated to all of the title,
interest, and rights of the depositor in such deposit
of public funds or segregated trust fund and shall
share in the distribution of the assets of such bank,
private bank, association, credit union, or trust
funa ratably with the other depositors and the sum
received from such distribution shall be paid by the
receiver or trustees to the treasurer of state and
deposited in said sinking fund. Until the depositor
has been paid in full from the sinking fund, it may

24 share in the distribution of the assets of the bank,
25 private bank, association, credit union, or trust
26 fund.V .
27 2. By numbering and renumbering sections as
28 necessary.
H-3391 FILED St _met Znimcnn RAPP of Black Hawk
MARCH 13, 1979 Bpslp Fest p

SENATE FILE 158

H-3388

. Amend Senate File 158, as amended, passed and

reprinted by the Senate, as fqllows: ] ]

1. Page 17, by striking line 31 and insertlng
in lien thereof the following: "a---Eredit-repeoxEs:".

2. Page 17, line 32, by striking the numeral "{2)"
and inserting in lieu thereof the pumeral “(1)".

3. Page 17, line 33, by striking the numeral "(3 i
and inserting lieu thereof the numeral "(2)}".

4. 7Page 17, line 34, by striking the numeral “(4)"
and inserting in lieu thereof the numeral "(3)°.

5. Page 17, line 35, by striking the numeral ERA
and inserting in lieu thereof the numeral *(4)".

6. Page 18, line 1, by striking the numeral “{6;"
and inserting in licu thereof the numeral “(5)".

7. Page 18, line 2, by striking the numeral *{7)"
and inserting in lieu thereof the numeral "(6}". .

8. vPage 18, line 3, by striking the numeral "(8)
and inserting in lieu thereof the numeral " ANE .

9. Page 18, line 4, by striking the numera} "(9)
and inserting in lieu thereof the numeral “"(8)".

H-3388 FILED P T Vel BY MILLER of Buchanan
MARCH 13, 1979
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62
43
uq
45
56
47
48

¢

SENATE FILE 158

amend Senate File 158 as amended, passed and
reprinted by the Senate as fellows:

1. Page 21, by inserting after lire 20 the
following:

"Sec. . NEW SECTIQII. RESTRAINTS O “RADL--
FIOBILLS HOMES.

T. A lender shall nct collecl a fee or charge
directly or indirectly from a person vho is engaged
in the business of selling mobile homes as defined
in section one hundred thirty-five D point one (135D.1)
of the Code for the purpose of rescrving or committing
funds of the lender for use as purchase money loans
to purchasers of mobile homes or for use in the
purchase from the seller of comnercial paper arising
from sales of mobile homes. If a lender collects
a fee which is prohibited by this subsection, the
borrower or buver of the nmobile home has an action
to recover the prchibited fee or charge, plus attorney
fees and costs incurred in an action necessary o
effect recovery.

2. A person who is engaged in the business of
selling mobile homes, as defined in seciion one hundred
thirty-five D point one (135D.1) of the Code, shall
not enter into a contract with any pexson directly
or indirectly for the purpose of leasing or rescrving
real property located in a molile home park as defined
in sectlion one hundred thirty-five D point one (135D.1)
of the Code for the use of purchasexs of mobile homes.
This subsection does not apply to a lease or purchase
agreement between a person licensed under chapter
one hundred thirty-five D (135D) of the Codc as
operator of a mobile hore parl and a tecnant of the
mobile home park for which the license is issued.

A contract which vioclatces this sulsection is voidable
in an action under sulbisection four ({) of this section.
3. A perscn who is required to be licensed under

section one hundred thirty-five D point two (135D.2)

of the Code shall not enter into a contract with a
person directlyv or indirecltly for the purpose of
leasing or reserving real property located in the
mobile home park for which the license is issued for
the use of existing or future customers of a person
who 1is engaged in the husiness of selling mobile

homes, as defined in section one hundred thirty-five

D point one (135D.1) of the Code. This subsection
does not apply to a lease or purchase agreement between
the licensee and a tenant of the mobile home park.

A contract which vielates this subsection is voidable
in an action under subsection four (4) of this section.

4. A purchaser of a mohile home which is to he
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used as the dwelling of the purxchaser who is aggxieved
by a violatlion of sulLisections two (2) or three (3)

of +this section, or a perscon who is engaged in the
business of selling mobile homes as defired in section
one huundred thirty-five D point one (135D.1) of the
Code and who is aggrieved by a viclation of subsecctions
two {2) or three (3) of this section, may bring an
egquitable action in the district court of the county
in which the mobile honme park is located to have the
contract declared void, and to obtain such other
egquitable relief as may be necessary to prevent or
remedy violations of subsections two (2) or three

{3) of this section. The plaintiff is entitled to
recover a reasonable attorney's fee if a violation

is shown.

5. A purchaser of a mobile hone which is to be
used as the dwelling of the purchaser who is aggrieved
by a violation of subsections two (2) or three (3)

£ this section, or a person who is engaged in the
business of selling mobile homes as defined in secition
one hundred thirty-five D point one (135D.1) of the
Code and who is aggrieved by a violation of subsections
two (2) or three (3) of this section, has an action
to recover damages incurred as a result of the
violation, and is entitled to recover a reasonahle
attorney's fee if a violation is shown.”
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H-3395 FILED Gewe et gt 7, =--2) BY MILLER of Buchanan
MARCH 13, 1979 o

PAVICH of Pottawattamie

SENATE FILE 158

Amend Senate File 158 as follows:

1. Page 1, by striking lines 23 through 28,
and inserting in lieuv thereof the words "pursuant
to this chapter”.

2. By renumbering as necessary.

< Ee e e F
H-3392 FILED K-~ /L2 7 BY EGENES of Story
MARCH 13, 1979 RAPP of Black Hawk

SENATE FILE 158
iI-3396

Amend amendment H-3358, to Senate File 158, as
pPassed by the Senate and reprinted, as follows:

1. Page 4, line 33, by striXing the word "twa"
and inserting in lieu thereof the word "two"”.

2. Page 4, line 34, by striking the word “one".

3. Page 4, line 35, hy inssrting after tha
word “"purcoses,” the words "unless sioning a waiver
of protection by the uvsuorv law".

) ; s

. - “ e (AER

K-3396 FILED #/& ~//74¢ BY EGENES of Story
MARCH 13, 1979
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Ancrid the Committoee
File 1L, as amended,
Senate as foliows:

. Page &, line 23
inserting ip i}

Page 4, iine 34,
Page 4, line 35,
oses,"” the following
Lt elﬁluq credit
pousand doelliarcs,
rnoses, "ﬁO
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H-3399 FILED
MARCH 14, 1979
& - LOST (p 937/

B - WITHDRAWN ( »

anend the Committee amen
File 158 as follows:

1. Prage 1, lines 22 and
"one hundred twenty days"”
the words "“one year".

H-3401 FILED — ADQPTED (p 7«7 ; EVANS of Grundy )
MARCH 14, 1979 SCHROEDER of 2ott
CHIODO of Polk
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SENATE FILE 158
- 3398

Amend the Committee amendment, H-3358, to S t
File 158 as follows: ' PR Senate
1. By striking page U4, line 45 throu
. ) ] . ) gh page 5
lln% 20, and inserting in lieu thereof the following:
. ?age.1?,-by striking lines 7 through 16
and"}nsertlng in lieu thereof the following:
. 2. a. The assessment and collection in connection
with a loan of a loan origination fee, closing fee,
gommltmgn@ fee, loan processing fee or similar charge
10 1s prohibited. if—any-iendef—reeeives—aﬂy"."
:1 2. "Page 6, line 6, by striking the words "paragraph
2 @ or b" and inserting in lieu thereof the words )
13 "paragraph b".

LW~ E N -

H-3398 FILED - LOST (7 77/ BY JOCHUM of Dubugque
MARCH 14, 1979

SENATE FILE 158

1i-34C3
T amend the Committee amendnent, H-3358 to Senate
2 File 158 as amended, passed and r¢erinted by the
3 Senate as follows:
b 1. Page 4, by inserting after linc U4 the
5 following: o ) .
6 » . Page 17, line 1, by striking tne words
? tohich is" and inserting in lieu thereof the words
I > - "
8 "yhieh-i3 of ten acres or less upon vhich is located”.

H~3403 FILED - NOT GERMANE (; 74/7 BY BANDERSON of Audubon
MARCH 14, 1979 ) BENNETT of Ida
BRANSTAD of Winnebago
PERKINS of Greene
EVANS of Grundy
PELLETT of Cass
OXLEY of Linn

SENATE FILE 158

H-3402
1 Amend the Committee amendment, H~3358, to Senate
2 File 158 as follows:
3 1. By striking page 3, line 33, through page 4,
) line 9.

H-3402 FILED - LOST (» ¥¥%. BY GETTINGS of Wapello

MARCH 14, 1979
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H-3418 FILED s S/m(= 7

Amend Senate File 158 as amended, passed and
reprinted by the Senate as follows:

1. Page 1%, line 32, by inserting after
“sactlon,"” the words "except 2s othsrwise providad
in subsection two (2), paragradh a, tnnumbered
subparagraph two [2) of this section,'. )

2. Page 17, by inserting after line 26 the
follawing:

1y

With respect to a loan of money which is wholly
or in part to be used for the purpose of purchasing
agricultural land, of more than ten acres, a lenderc
may collect a closing fee which cdoes not exceed an
amount which 1S a reasonable estimate Of the exnenses
incurred bv the lender in closing the loarn. As used
in this subparagraph, the texrm "loan' inciudes the
refinancing of a contract of sale, and the Ye-inancing
of a prior loan, whether or not the borrower also was
the borrower under the prior loan, anc the assumotion
of a prior loan. The collection by a iender with
respect to a loan referred to in this supparagracn of

a loan origination fee, closing fee, commitnment fee,
processing_fee, or similaxr charge, other than the
closing fee permitted by this subparagragh 13 pro-
hibited."

/ BY ANDERSON of Audubon

MARCH 14, 1979

13 sale. However, i¥ the obligation or an inter

SENATE FILE 158

H-3423
1 amend the Committce amendment, H-3358, to Senate
5 Pile 158 as follows: ) . . . .
3 1. Page 5, line 20, by insertlng aiter coae word
4 and figure "two (2)." the following:
5 *A loan processing fee co}lcctgd undazs ths
g authority of this paragraph 1s deemed a i
- ment of expenses to be incurred by the
g event the obligation or an interest 1n t
g tion 1is subsequentiy‘so}d by the lencer;
10 which does not exceed The ReXlMum amounsv Poir h
11 by this paragraph 1s conclu31vely presumef<Lf .
12 the amount of fhe lender's expenses in the evint o.

the obligation has not been sold

}g Of thirty-six montns after the date_of cloaing b

16 loan, the lender Shall repay the entire amouin. O

17 the fee without Tnterest to the borrower wionin

1g thirty days."

H-3423 FILED BY JOCHUM of D!?uq:e
MARCH 15, 1979 ;. JOENSQOUY of.LLn? B
LOST - RECONSIDERED (f 7%7/ POFFENBERGER ~7 Dailias
MOTICN TO RECONSIDER LOST{f,th’ O'KANE of Woodhurow

GROTH of Busna Vist:
EGENES of Story
BRUNER o©of Story
McKXEAN of Jonas
MULLINS of Koss

e
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PAGE EIGHT
SENATE FILE 158
1i- 3400

] Amend amendment H-3358, to Senate Filc 158, as

2 passed by the Senate and reprinted, as follows:

3 1. Page 5, line 2, by striking the words “reason-

4 able estimate" and inserting in lieu thereof the words

5 "actual cost".

6 2. Page 5, line 24,by striking the words "reason-

7 able estimate" and inserting in lieu thereof the words

g "actual cost".

9 3. Page 5, line 29, by striking the words "reason-
10 able estimate" and inserting in lieu thereof the words
11 "actual cost".

H-3400 FILED - LOST (g %) BY POFFENBERGER of Dallas

MARCH 14, 1979

SENATE FILE 158
404
' Amend the Comnmittee amendnent, }-3358, to Senate

"File 15& as follows:
1. Page 5, line 9, by striking the word "A" and

loan 1s a refinancing of a prior lcan to the same
borrower, a loan processing fee shall not be collected

by'the lender with respect to that amount of the loan
prancipal whlch is used to repay the outstanding
balance of the prior loan. A". B

H-3
1
2
3
4 inserting in lieu thereof the follewing: "If the
5
6
7
8
9

H-3404 FILED - LOST{» 957/ BY BRUNER of Story
MARCH 14, 1979 ‘ KREWSON of Polk
SENATE FILE 158
H-3405
1 __Amend the Committee amendrment, E-3358, to Senate
2 File 158 as follows:
3 1. Page 4, line 47, by inserting after the word
4 "exceed" the words "the smaller of ejither".
2 2. Page U, line 49, by inserting after the word

"dollars,”" the words "or two hundred fifty dollars,".

H-3405 FILED - LOST {p 74~ BY HOWELL of Floyd
MARCH 14, 1979
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SENATE 3
MARCH 19, 1979

-3241

HOUSE AMENDMENT TO SENATE FILE 158

Amend Senate File 158 as amended, passed and
reprinted by the Senate as follows-

1. Page 3, by striking line 3 and inserting in
lieu thereof the following:

"(2) Eithexr a statement that the credit union
has adopted truncation, or, if the credit union has
nut adopted truncation, a statement of the procedures
to be followed in returning the original share drafts
to issuing members." :

2, Page 4, by striking lines 28 and 29 and
inserting in lieu thereof the following:

"{5) Any other material modification of the share-
draft program."”

3. Page 6, by striking lines 4 and 5. -

4. Page 6, line 12, by inserxting after the period
the following: "“However, the exception contained
in this subsection does not apply to any person
referred to in this subsection if the pexrson is a
holder in due course, as provided in chapter five
hundred fifty-foux (554), article three (3) of the
Code; and with respect to a share draft which is
issuad prior to the expiration oi cne year aftex the
effective date of this Act, the person shall not be
denied the rights of a holder in due course of the
share draft solely on the grounds that the share draft
fails to meet the reguirements of section five hundred
fifty-four point three thousand one hundred four
(554.3104), subsection one (1}, paragraph d of the
Coda."

S. Page 6, lines 20 and 21, by striking the words
"Act respecting the operation of the share-draft
program” and inserting in lieu thereof the words "Act,
including all operational specifications and procedures
established or modified in accordance with that
section”,

6. Page 7, by striking lines 8 through 12 and
inserting in lieu thereof the following:

"2. The share-érafi liquidity reserve shall be
equal to the sum of the following two amounts:

a. Seven percent of the total amount of funds
held by the credit union in share-draft accounts.

b. Three percent of the total amount of funds
held by the ecredit unionrn in deposit accounts. As

‘used in this paragraph the term "deposit accounts”

excludes share-draft accounts and shave accounts."”
7. Page 7, by striking lines 13 through 35 and
inscrting in lieu thercof the following:
"3, The share-drafl liguidity reserve shall be
held as cash, or as demand deposits in the namez of
the credit union in state or national banks. AllL
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cash in the credit union and all demand deposits held

in banks in the name of the credit union shall be .
credited against the reserve reguirements of this

section.”

8. Page 8, by striking lines 1 through 18.

9. Page 8, by striking lines 24 through 35 and
inserting in lieu thereof the following: "after any
deposits as required by this subsection, the average
of the amounts actually held by the credit union in
cash and demand deposits on that business day and
each of the preceding four business days is less than
the minimum amount specified in subsection two (2)
of this section.”

10. Page 9, by striking lines 22 through 24 and
inserting in lieu thereof the following: "draft
program. However, if after notice and opportunity
for hearing the administrator finds that a credit
union has violated this section more than twice during
any twelve-month periocd or has demonstrated a
continuing pattern of violations of this section,
the administrator shall revoke the authority of the
credit union to operate a share-draft program.”

11. Page 10, line 6, by striking the words "is
insclvent or that it" and inserting in lieu thereof
the words “is-inselvent-er-that-xe".

12, Page 10, line 8, by striking the word "shall”
and inserting in lieu thereof the words "shall, except .;
when the credit union is insolvent, ™.

13. Page 10, line 10, by striking the word "shall”
and inserting in lieu thereof the words "shat} may”.

14. Page 10, line 10, by striking the woxrd "less"
and inserting in lieu therecf the words "iess more".

15. Page 10, line 14, by striking the words "dis-
trict in which” and inserting in lieu thereof the
words "eéxzstrizee county in which".

16. Page 10, line 16, by inserting after the
period the following: "Notwithstanding anrny other
provision of this chapter, upon a determination by
the administrator that a credit union’s assets, if
made immediately available, would not be sufficient
to discharge the credit union's liabillities, the
administrator shall take control of the credit union,
and if the administrator determines that the condition
cannct be corrected, the administrator shall revoke
the certificate of approval and shall appiy to the
district court in the county in which the main office
of the credit union is located for the appointment
of a receilver for the credit union."

17. Page 10, line 26, by striking the word "Act"”
and inserting in lieu thereof the words "Act, except
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18. Page 10, by inserting after line 26 the fol-
lowing:

"The administrator may adopt rules which define
insolvency or which establish factors to be considered
in determining insolvency. The administxator may
adopt separate solvency standards for credit unions
which are within their first year of operation.”

18. Page 11, by striking lines 18 through 33 and
inserting in lieu thereof the following: "upon terms
and conditions prescribed by it. Any member may
withdraw from the credit union at any time, but notice
of withdrawal may be required as provided in this
section. All amounts paid on shares or as deposits
of an expelled or withdrawing member, with any
dividends or interest accredited thereto, to the date
thereof, shall, as-funds-beeome-avazrable-and after
deducting all amounts due from the member to the
credit union and an amount as necessary to honor
outstanding share drafts drawn against accounts of
the member, be paid to him-—-2re the member. Upon
expulsion or withdrawal of a member from a credit
union, oxr at anv other time, the credit union may
require sixty days’® notice of intention to withdraw
shares and thirty days' notice of intention to withdraw
Qeposits, except that a credit union shall not at
any time re%u1re notice of withdrawal with respect
to fun@s whilich are subiect to witndrawal by share
drazts. Withdrawing or expzlied mambers shall have
no further rights in the credit union but axe not,
by such expulsion or withdrawal, released from any

remaining liability fc the credit union.”

20. Page 11, by inserting zfter line 33 the
following:

"Sec. . Seztion five hundred thirty-three point
twenty-four (533.24), unncmdered paragraph two (2),
Ceda 1979, is amended to read as foilows:

The moneys and credits tax on credit unions is
hereby imposed at a rate of five mills oxn each dollar
of the legzl and special reserves 6f£-everxy which are
required to he wmaintainad by the credit union under
seciion five nundred thirty-—three polnit seventeen
(533.47) of the Code, and shall be levied by the hoard
of supervicors, and placed upon the tax list and
collected by the county treasurexr, eicept that an

"“thlOﬂ shall be given to each credit unlon in the
amount of feux forty thousand dollars anéy-in-addztzeny
c17““‘6“‘“'9““tﬁe‘*egd*-“PC-“&&C*G*-f&ﬂ@f?&ﬁ*ﬁhi&h
aye—invested-3a-United-States-sovernnank-aesunrities.
mae amount collected in each texing district within
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a city shall be apportioned twenty percent to the
county general fund, thirty percent to the city general
fund, and fifty percent to the general fund of the
state, and the amount collected in each taxing district
outside of cities shall be apportioned fifty percent
to the county general fund and fifty percent to the
general fund of the state. The moneys and credits
tax shall be collected at the locaticn of the credit
union as shown in its articles of incorporation.”

21, Page 13, by striking lines 5 through 7 and
inserting in lieu thereof the words "of this Act may
continue to use the same bank until December 31, 1980.
Effective January 1, 1981, or at any prior".

22, Page 13, line 26, by striking the words "one
hundred twenty days" and inserting in lieu thereof
the words "one year"

23. Page 15, by 1nsert1ng after line 17 the
following:

"Sec. _ . Section five hundred thirty-five point
two (535.2), subsection two (2), Code 1977, as amended
by Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety
{1190), section eleven (ll), is amended effective
July i, 1979, to read as follows:

2. Any domestic or foreign corporation, and any
real estate investment trust as defined in section
856 of the Internal Revenue Code, and any person
purchasing securities as defined in chapter 502 on
credit from a broker or dealer registered or licensed
under chapter 502 or under the Seeurtty Securities
Exchange Act of 1934, 48 Stat. 881, 15 United States
Code 78A, as amended, and any person borrowing money
or obtaining credit in the prineixpal amount cf twe
one hundred thousand dollars or more, exclusive of
interest, for business purposas, and any person
borrowing money or obtaining c¢redit in the prinexpak
amount of five hundred thousand dollars or more,
exclusive of interest, for agricultural purposes,
may agree ln writing to pay any rate of interest in
excess of the rate permitted by this section, and
no such corporation or real estate investment trust
Oor person s0 agreeing in writing shall plead or
interpose the claim or defense of usury in any action
or proceeding.

24, Page 17, by striking lines 8 through 12 and
inserting in lieu thereof the following: "a loan
processing fee which does not exceed one percent of
an amount which 1i1s egual to the Toan principal 1ess
twelve thousand five hundred dollars, except that
in the event of an assumption of a prior loan the
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’ 1 lender may collect a loan brocessing fee which does
2 not exceed an amount which 1s a reasonable estimate
3 of the expense of processing the loan assumption but
4 which does not exceed one percent of the amount
5 assumed”.
6
7
8
9

25. Page 17, line 13, by striking the word
"principal”.
26. Page 17, line 13, by inserting after the
period the following: ™A loan processing fee collected
10 under the authority of this paragraph is compensation
11 to the lender solely for the use of money,
12 notwithstanding any provision of the agreement to
13 the contrary. However, a loan processing fee collected

14 under the authority of this paragraph shall be

15 disregarded for purposes of determining the maximum

16 charge permitted by section five hundred thirty-five

17 point two (535.2) of the Code, or Acts of the Sixty-

18 seventh General Assembly, 1978 Session, chapter one

19 thousand one hundred ninety (1190), section thirteen

20 (13), subsection two (2)."

21 27. Page 17, line 32, by inserting after the word

22 “"fees" the following: "paid to a thirxd party, or

23 when the appraisal is performed by the lender, a fee

24 which is a reasonable estimate of the expense incurred
ﬁQ' 25 by the lendex in performing the appraisal".

26 28. Page 17, line 34, by inserting after the word

27 "Abstracting” the following: "fees paid to a third

28 party, or when the abstracting is periormed by the

29 lender, a fee which is a reasonable estimate of the

30 expense incurred by the lender in performing the

31 abstracting”.

32 28. Page 18, by striking lines 7 through 9 and

33 inserting in iieu thereof the following: "the seller.

34 Collecticon of any cost other™.

35 30. Page 18, by striking lirnes 11 through 18 and

36 inserting in lieu thereof the following:

37 "e. If the purpose of the loan is to enable the

38 borrower to purchase a single-family or two-family

39 dwelling, fox his or her residence, tne loan agreement

40 shall not contain any provision whiech prohibits the

41 borrower from transferring his or her interest in

42 the property to a third party for use by the third

43 party as his or her residence, and shall not contain

44 any provision which requires or permits the lendex

45 to make a change in the interest rate, the repayment

46 schedule or the term of the loan as a result of a

47 transfer by the borrower of his or her interest in

48 the property to a third party for use by the third

4% party as his or her residence. A provision of a loan
m 50 agreement which violates this paragraph 1is voaid."
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31. Page 18, line 20, by striking the words
"paragraphs a, b or ¢” and inserting in lieu thereof
the words "“paragraph a or b".

32. Page 18, line 21, by striking the words
"paragraphs a, b or c¢" and inserting in lieu thereof
the woxds "paragraph a or b".

33. Page 19, by inserting after line 5 the
following:

"A lender shall not use an aoqralsal for any purpose
in connection with making a loan under this secfion
if the appraisal isggerforuud by a person who is
employed by or affiliated with any person recelving
a commission or fee from the seller of the property.
If a lendex violates this paragraph the borrower is
entitled toOo recover any actual damages plus the costs
paid by the borrower, plus attorney fees incurred
in an action necessary to effect recovervy."

34. Page 20, by striking lines 6 and 7 and
inserting in lieu thexeof the following:

"2. VWhenever a borrower under a loan repays-ithe
fati-azmeunt prepays parxt ox all of the outstanding
balance of the loan in-esnnection-~with".

T35, Page 20, by striking lines 18 through 21,

and inserting in lieu therxrecof the following: '“may,
however, reguire advance notice of not more than
thirty days of a borrower's intent to repay the £n
arount-of-a-toar entird outstanding balance of a }
if the payment of that balance, together with anv
partial prepayments made D*c»Jouslx_by the borrower,
will result in the repayment oif the loan at a date
earlier thgn is required by tne terms of the loan
agreement.’

36. By renumbering sectiors and subsections of
the bill and correcting internal references as
necessary.

E
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AN ACT

RELATIKG TO FINANCLAL TRANSACTIONS INVOLVING I.OARS OR DE-
POSTTS OF MONEY OR KXTENSIONS OF CREDIT WHICH WERE AF-
FECTED BY THE PROVISIONS Ot ACTS OF THE SIXTY=SEVENTH
GENERAL ASSEMBLY, 1978 SESSION, CHAPYRR ONE THOUSAND
ONE HUNDRED NINETY {(11%0), SECTIONS ELEVER (11) THROUGH
TWENTY-FOUR (24). AND PROVIDIKG FOR THE RESTRICTION OR
REGULATICN OF INTEREST RATES, CHARGES AND PREPATMENT
PENALTIES IN TRANSACTIONS WHICH ARFE SUBJECT T4 SECTION
FIVE HUNDRED THIRTY-FIVE POINT TWO (53%.2) OF THE CODE,
AND PROVIDING FOR THE RESTRICTION OR REGULATION OF THE
USE OF SHAKE DRAFTS DRAWN ON CREDIT UNIONS, AND PROVID-
IKG PEMALTIES.

BE IT ENACTED BY ‘THE GENERAL ASSEMBLY OF THE STATE OF 1OWh:

section 1. Chapter five nundred thirty-three (533). Code
1979, is amended by adding the following new section:

NEW SECTION. SHARE DRAFTS.

1. As used in this section or chapter, unless the contoxkt
otherwise reguires:

aA. "Share draft" means a negotiable draft which i1s pavable
upon demand and which 15 used to withdraw funds from a share-
draft account. A share draft is an item for purposes of
chapter five hundred tifty-four (%%4), article four (4). of
the Code. The term does hot include a draft issued by a
credit union for the transter of funds between the 1ssuing
credit unron and another credlt union or & bank, savings and
loan association, or other depository financial institution.

L. ‘“Payable-through bank" means the bank which 18
designated to make presentment of a share draft to the credit
union for payment.

Senate File 15#, P.

o. "TruncatiLon® means thae original share draft 1s not
returned to the member .

d. “sShare-draft account' means the demand account fron
which a credit union has agreed that funds may be withdrawn
by means ot a share draft. A share-draft account may bear
interest or dividends as determined by the board of directors
pursuant to this chapter, provided that a credit union shall
not pay interest or dividends on a shate-graft account at
a rate which exceeds the maxitoum interest rate which lowa
state banks insured by the federal deposit insurance
corporation are permitted by federal law to pay on lnsured
passbook savings accounts.

2. subject to the provisions of this chapter, & credit
union may provide its members with share-draft accounts.

The board of directors shall determine, prior to regquesting
authority to lmplement a share-draft program, that the members’
use of share drafts 15 cconomically and operatienally feasible
tor the credit union.

3. The share accounts and deposit accounts of a credit

union operating a share-draft proygram must be insured by the

national credit union administrator. The administrator of

the credit union department. shall order the termination of

the share-draft program of a ¢redit union which does not

comply with this subsection. The provisions of this subsection
supersede the provisions of gection five hundred thirty-three
point sixty-four (533.64) of the Code with respect. to credit
unions which have share-draft prograns.

4. A credit uniob seeking share-draft authority shall
submit to the administrator a written application. The
application shall include all of the following:

a. A certified copy of the minutes of the board of
directors authorizing a request to the administrator for
authority to implewent the share~draft program.
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b. ALl background documentation which Supports the decision

of tne board of directors that use of share drafts by members
of the credit union is economically and operationally feasible
tor the credif union.

¢, A statement verified by the chairperson of the board
of directors that the forms and procedures which are proposzed
Lty be used by the credit union comply with any applicable
ruies.

d. A statement verified by the chairperson of the board
of directors that the board of directors has determined
Appropriate surety bond coverage 15 in force. The board of
directors shall purchase a fideiity Pond to cover otficers
and employees having custody of or handling funds, w.th acod
and sufficient surety in an amount and Character Lo be
determined Ly the board, to protect the credit union against
losaes caused by occurrences such as fraud, dishonesty,
torgery, erbezzlement, mizappropriation, misapplication, or

unfaithfui pertormance ot duty by these officors and employees .
€. A statement of operational spec: fications and procedures

whach expressly provides ftor all of the following:

(1) lI3entification of tne pavable-through bank. The
payable-through bank rust be a bank which 15 located in this
state or in an adjacent state.

{2) Either a statement that the Lredit unlon aas adopted

truncdtion. or, 1f the credit union has not adopted truncation,

a statement of the procedures to be followed 1n retuznlng
the originai share drafts to 1$s5uing membors.

{3) A share-draf+ account agqreement with each participating

nerber which outlines the rasponsibilities of the credit union
and the member.

{4) The recording of overdrafts ang notlification to an
overdiawn momber.

(%) The encoding of each share draft with the routing
and transit nucher of the payable-through bank, the share-
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draft account nurber, and the serial number of the share Zraft
in accordance with standards required for use in a clearing
system utilizing magnetic ink character recognition devices.

{6} The preprinting on the share draft of the names of
the payable-through bank and the credit uni1on.

{7) A method by which each member using share drafty nay
malntain a record of share drafts drawn.

{B] The submission of a perivodic statement of account
at least quarterly to cach member who has a shate-draft
account. This statement shall include the serial numbeyr,
the date of payment and the amount of payment of each share
draft processed.

(9) FEstablishing responsibility for detection of
unauthorized or forged drafts.

(10) Procedures for processing stop payment orders.

{11) Procedures for providing members with copies ot paia
drafts, should copies be requested,

(12} Procedures for retaining paid drafts or copies of
paid drafts on file for a peri1od of seven years atfter the
tirst day of January of the year following the year in which
the draft was paid. The paid drafts or copies need not be
retained in the custody of the credit union,

(13) The fees, 1f any. to be charged for share-draft
account services. The fees shall not exceed the direct and
indirect costs of provading Lthe services.

(i3) Procedures for establishing, maintaining, verifying
and rveplenishing as necessary the share-drafe liguidity reserve
required by section four [4) of this Act.

5. A credit union shall not cormence the operation of
a share-draft program until it hasg received written authority
from the administrator. The administrator shall not issue
authority 1f any ot the following conditions exist:

4. The requirements of subsection four (4} of this section
have not been met.
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b. The auditing committee of tne credit unien has not
fulfilled its gtatutory duties as specified in tnis chapter.
<. The management of the credit union has demonstrated

through prior perforrance its inablrlity to handle the
additional activity the share-draft program will generate.

. The credit union 1s not insured by the national credit
union aiministrator.

e. Tne Iorms ond procedures which arve proposed Lo be used
by the credit union do not comply wi1th rules promulgated by
the adminiatrator.

£, a. The credit union shall notify the administratotr
1y weating of the proposed implementation of a modification
relating to any of the followlng:

(L) The pavabie-through bank.

{2y Truncation procedurcs.

(3) The snare-dratt agreement..

(4) Frocedures tor estabiishing and raintaining the share-
drafr ligquidity reserve.

(%) Any other material moditication of the share-draft
program.

b. The written notice under paragraph a of this subsection
shall be submitted to the administrator at least sixty days
prior to the date the credit union intends to 1mpierent the
modification, providern that 1t good cause 15 shown the adminis-
trator way approve a modlficaticon on less than sixty days'
notice. A modification referred to in paragraph a ot this
subsection shall not be made except upon written approval
of the administrator.

¢. The credit union shall immediately notify the
administrator of any matter affecting the infuormation provided
putsuant to subsection four (4), paragraphs a through d. of
this section.

7. 1f a share-draft procgram is not authorvized or a reguest
for meoditication 1s not approved the administrator shaill
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submit to the credit union a written statement of the reasons
for the action.

B. A credlt unlon may guarantee payment of a share draft
if poth of the following conditions are met:

4. A specific guarantee authorization is chtiined for
the share dratt from the <¢redat union.

b. The guarantee avthorization is imrediately noted on
the share-draft account to prevent the withdrawal of funds
needed to pay the guaranteed share draft.

9. The administrator may promulgate rules ag necessary
20 admibister the provisions of this chapter which relate
to share-draft prograns. In order to si1mplify the application
for share-draft authority and the operation of share-draft
prograns, the administrator may cawse to be prepared copies
ot approved torms and procedures which may be used by credit
unlions tor guidance,

Sec. 2. Chapter five hundred thirty-three ($33), Code
1979, 15 amended by adding the following new section:

NEW SECTION. PAYMEKT OF SHARE DRAETS DURING DISSOLUTIOQN.
Otaer provisions of section five hundred thirty-three point
twenty=two [(533.22) of the Code notwithstanding, when a credit
union 1s dissclved, firgt priority of payment sha'!l be given
o unpald share drafts. Howewver, a share draft shall not
e paid if any of the following conditions exist:

1. The share dratit was issued on or atter the date of
appointment of a receiver in the event of an invcluntary
dissolution, oi &n or after the date the credit union 1s
raeguired by section five hundred thirty-three point twenty
(533.20), supsection two (2) of the Code to cease doing
business in the event of a voluntary dissolution.

2. The share draft is written against an account which
does not contain sufficient funds with which to pay the share
draft.

g6l d4'S
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2. The share draft 1s payable to a member of the cred.t
union, or to a member of the family of the issuer of the share
draft, or to a hasiness i1n which the 1ssuer of the snhare dradt
has an interest. However, the exception contained 1o this
subsection does not apply to any person referred to in thrs
subsection 1f the¢ person 15 a holder 1n due course, as provided
1 chapter five hundred taitty-four (5%4), article three (3)
cf the Code; and with respect te a snare draft which i1s issued
prior to the expiration of one year after the effective date
of this ACL, the person shall neot. be denied the rights of
a holder in due course of the share draft zolely on the grounds
that the share dratt fails to meet tne requirenents of section
tive hundred fifty-four polnt threc thousand one hundred four
{954.53104}, subsection one (1}, paragraph 4 of =he Code.

Sec. 3. Chaputer rive hundred tharty-three (533). <oile
1979, is amended by adding the following new section:

NEW SECTION. SHARE-DRAFT VIOLATIONS--REVOCATION OF
AUTHORITY. A credit union whach offers a share-draft program
to 1ts renbers snall prorptly honor share drafts waich are
written on accounts containing sufficient funds at the time
the share drafts are presented for paynent. and shall corply
with the reguirencrnts of section one () ¢f this Act, including
all operationai specatications and procedures established
or modified 1n accordance with tnat secticn. If after nctice
and opportunity for hearing the administrator finds that a
credit union has violated this sestion the adminhistrator shall
ordey the ¢redit union to correct the sondition. Faillure
ot the credit union to comply with the order within a
reasonable period of time as specified in the order shali
be grounds for revocation of the authority to c¢perate the
share-drafc program. The adeministrator shall revoke the
adthority to operate a share-draft program of a <redat union
demonstrating a continulng pattern of wviolations of this
seetion,
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t credit uraion whose share-draft authority nas been revoked
under thls section is 1neligible te recelve authority to
operate a share-draft program for two years after the date
of revocation.

$ec¢. 4. Chapter ftive hundred thirty-three {(%33), Code
1979, 1s arended by adding the following new section:

HEW SECTION. SHARE-DRAFT LIQUIDITY HRESERVE-~-VIGLATLONS-
=PENALTY.

1. A credit union which operates a share-dratt program
shal: rawbtawp a share-draft liquidity reserve to be usaed
to ensute that shave drafts are honored promptly.

2. The share-draft liguidity reserve shall be egual teo
the sum of the following two amounts:

4. Seven percent of the total amount of funds held by
whe credib union in saave-draft accounts,

b, Three percent of the total awount <f funds held by
the credit union in deposit accounts. As used in this
paragraph the term "deposit accounts" exciudes share-draft
accounts and share ascounts.

3. The share-draft liguidity reserve shall be held as
cash, or as demard deposlits 1n the name of the c¢redit union
Ll state or national banks. Al ¢ash in the crodit unilon
andg all demand deposits held in banks 1n the nare of the
credit union shall be credited against the reserve requirenents
ot +his section.

4. The share=draft ligquidity reserve zhal. be ver:fied
and shail be reglenished by the credit union as necessary
at tae end of each business day. The share-draft liquidity
reserve of the credit union 1s deficient and 1n violation

of thas section 1f after the end of any business day, and

after any deposits as required by this subgection, the average
vt the amounts actually held by the credit union in cash and
demand deposits on that business day and each of the preceding

four business days 1s iegs than the minioun amount specified
in subsection two (2) of this section.
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. Whenever 1t shall appear necessary to do 80 1n the
interest of the rmerbers of a credit union, the administrator
may requlire that the credit union maintain reserves exceeding
the amount required by subsection two {2} of this section,
consisting ©f such obligations of the United states as the
administrator shall prescribe. Any additional amount reguired
uhder this subsection to be maintained in reserve shall be
verified and replenished as reguired by the administrator.
Failure to comply with requirements wmposed by the
administrator under this subsection is a violation of this
section.

6. If after notice and opportunity for hearing the
administrator finds that a credit union has vielated this
section, the administrator shall order the credit union to
correct the condition within two business days, and the
administrator may, in his or her discretion, order payment
by the <redit union to the state of a monetary penalty of
not nore than one hundred dellarg per day for cach day during
which a deficiency existed. Failure of the credit union to
correct the condition within the prescribed tire shall be
grounds for revocation of the authority to operate the share-
dratt program. Howoever, L1f after notice and opportunity for
hearing the administrator finds that a credit union has
violated this section more than twice during any twelve-month
period or has demonstrated a continuing pattern of violations
ot this section, the administrator shall revoke the authority
of the credit union to operate a share-draft program.

7. A credit union whose share-draft authority has been
revoked under this section is ineligible to receive authority
Lo operate a share-draft program for two years after the date
of revocation.

Sec. 5. Chapter five hundred thirty-three (533), Code
1979, is amended by adding the following new section:
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HEW SECTION. ACCEPTANCE OF DEFOSITS AND INVESTMENTS WHILFE
INSOLVENT. A credit union shall not accept any deposits or
investinents in 1ts shares, or renew or extend the term of
any time deposits or time investments, when the credit union
1s 1nsolvent.

$ec. 6. Section five hundred thirty-three point six
{533.8&), subsection four (4), Code 1979, is amendcd to read
as follows:

4. It st-shadi-appear after notice and opportunity for

kp-innedivent-or-thak-it has violated any of the provisions
of this chapter, the administrator mayr-after-a-hearing-er

ufter-an-oppertunity-for-a-hearing-is-givenr shall _excopt

union to correct the condition. The administrator ahaid may
grant the credit union not iews core than sixty days within
which to comply with the order. Failure to comply shall
afford the administrator grounds to revoke the certificate

of approval and shall afford the adninistrator the authority
to apply to the district court of the dratriaee county in which
this credit union is located for the appointment of a receiver
for the credit union. Notwithstanding any other provision

of this chapter, upon a determination by the administrator

that & credit union's assets, if made immediately available,

Would not be sufficient to discharge the credit union’s
liabilities, the administrator shall take contxol of the
credit union, and if the administrator detexmincs that the

union s located for the appointment of a receiver for the
credit union. The district court shall appoint the
administrator of the credit union department as receiver
unless the administrator of the credit union department has

g5l '4'S




Senate ¥irle 138, P. 1%

tendered tae appolntment to the admnistrator of the plan

by which the accounts of the credit union are insured. Fithet
administrator as receilver shall possess the rights, powers,
and privileges granted by state law to a receiver of a state
credit unicn. HNeither administrator shall be required to
furnish vond as receiver ot 4 state credit union. This
subsection does not apply to vaolations of section_three (3)
or four (4) ot this Act, except 1n the event of insolvency

¢f the credit upion.
The adranistrator way adopt ruies which define imselvency

standards for credit unions Which are «within their first year
ot coperation.
Sec. 7. Section five hundred thirty-three psint fourteen

{£33 14}, Code 1979, 1s anended to read as follows:
533,14 INTEREST RATES.
1. Interect rates on loans made by a credit union, other

than loane secured by a rortgage or decd of trust _which as

a first lien upon real property shall not exceed one pervent
a rmonth o unpard balances, except that with respect to
consurer loans, a credat union may charge the finance charge
permitted 1n sections 37,2401 and S37.2402.

2. w1th respect to a loan secured by a mortgage or deed

of trust which i3 s first lien upon real property, & credat

union shall not charge a rate of interest which axcecds the

maximum rate permitted by section five hundred tairty-tive

point two (53Y.2) of the Jode.

3. The proviasions of this sectiron do not apply to a loan

forty-six (682.36) of the Code.
sec. 8. Section five hundred thirty-three point nineteen
($33.19). Code 1979, 1s amended to read as follows:
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533,19 EXPULSION-~WITHDRAWAL. A member may be expelled
by a majority vote of the board of directors at a regular
or spectal meeting of the board. The expelled member may
reguest a hearing before the merbership of the credit ubion.
A meeting of the wembership shall be held within sixty days
of the wmember's request. The membership may, by majority
vote at the mompborship meeting, reinstate the expelled member
upon terms and conditions prescrived by it. Any member may
Wwithdraw from the credit union at any time, but notice of

withdrawal may bLe reguired as provided in this section. All

amounts paid on shares or as doposits of an expelled or
wWwithdrawving member, with any dividends or anterest accredited
thereto, to the date thereoi, shall, as-fundv-beveme-avaiitable
and after deducting all amounts due fromw the penber to the
credit union and an amount as necessary to honor outstanding

share drafts drawn against accounts of the member, be paid

to arm---the the menber. Upon expulsion or withdrawal of

a membex from a credit union, or at any other tipe. the credit

union may require gixty days' notice of intention to withdraw
shares and thirty days' notice of intention to withdraw

depogits, except that _a credit union shall not at any tine

reguire notice of withdrawal with respect to funds which are
subject to withdrawal by share drafis. Withdrawing or expelled
rerbaers shall have no further rights 1n the credit union but

are not, by such expulsion or withdrawal, released from any
rerman:ing liabllity to the credit union.

Sec. 9. Section five hundred thirty-three point twenty-
Jour (533.24), unnurbered paragraph two (2), Code 1979, is
amended to read as follows:

The moneys and credits tax on credit unions is hereby
imposed at a rate of five mills on each dollar of the legal
and special reserves of-every which are required to be

maintained by the credit union under section five hundred
thirty-three point seventeen (533.17) of the Code, and shall
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be levied by the board of supervisors, énd placed upon the
tax lis% and collected by the COLNLY Lreaturér, axcept that
“n exemptlon shill b2 glven to each credit union 1n the amount
ot fewr forty thoussnd dollars ardr-im-dddrtion--any-amsunt
of-Eha-teqgak-and-spectat-renerves-whien-are-invested-sn-Unated
Bhaken-guvernMenE-gudur+tses, The amount collected 1n each
taxing district within o city shall be appoztioned twenty
percent to the county general fund, thirty percent to ‘he
City general fund, and fifry percent to the general fund of
the state. and the amount collected in each taxing district,
outside ot cities shall be apportioned flfty percent to the
county general fund and £i€ty percent to the general fund
of the state. The moneys and credits tax shall be collected
at the location of the credit union as shown in its articles
of incorporation,

$ac. 1C. Section seven hundred fourteen point one (714.1).
subsection six {&), unnumbered paragraph one (1), Code 1979,
15 amended to read as follows:

6. Makes, utters, draws, delivers, or gives any check,

share draft, draftt. or written order on any bank, credit

union, person or corporation, and obtains property or service
11 exchange therefor, if the person knows that such check.
share draft, dratt or written order will not be paid when
presentad.

Sec. 1l1.

1. Notwithstanding other provisions of this Act, a credit
union which has an operating share-draft program on the
effective date of this Act may continue to offer share-draft
services prior to submitting a request and receiving authority
as required by this Act, but the credit union must submit
a request as required by this Act not later than sixty days
after the effective date of this Act. The administrator shall
dct upon the request within thirty days after receiving it.
Tne temporary authority granted by this section ecxpires ninety
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days after the effective date of this Act, or on the date
the administrator acts upon the request for shave-draft
authority, whichever date is earlier.

2. Notwithstarding section one (1), subscction three (3),
and section one (1), subsection five (5). paragraph d, of
this Act., a credit union which has an operating share-draft
program on the effective date of this Act may continue to
offer share-draft services prior to obtaining insurance for
share accounts and deposit accounts from the national credit
union administrator, but the credit union shall obtain the
required insurance within ninety days after the effective
date of this Act, and shall not open any additional share-
draft accounts or offer any additional share-draft saervices
until its accounts are so insured. The adminlstrator shall
order the termination of the share-draft program of a credit
union which 15 gubject to this subsection and which fails
to comply with this subsection.

3. Hotwithstanding sectish one (1), subsection four (4),
paragraph e, subparagraph one (1), of this Act, a credit union
which has an operating share-draft program on the effoctive
date of this Act and which has a contractual arrangement with
a payable-through bank that does not meet the requirements
of this Act may continue to use the same bank until December
31, 1980. Effective January 1, 1981, or at any prior time
the credit union terminates the arrangement with its payable-
through bank, the c¢redit union shall select a payable-through
bank which meets the requircments of this Act.

Sec. 12. Share drafts which were issued by members of
lowa credit unions prior to the effective date of this Act
are hereby declared to be valid and binding instruments for
any lawful purpeses for which issued, and customary or
necessary acts in the course of business by credit unions
upon which these share drafts were written and banks by which
these share drafts were received, transferred, negotiated
or otherwise processed are hereby declared to be legal.
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Sec. 13. Hotwithstandirng section one {(l), subsecctian one
(1), paregraph a, of this pct, a credit union which has an
operating share-draft program on the effective date of thic
Act may continue to supply 1ts merbers Wwith blank share-dratt
forns which were printed prior to the effective datve of this
Act, and these menmbers may continue to use existing supplies
ot these share-draft forms until the supplies are exhausted
or until the expiration ot one year after the effective date
of this Act, whiachever occurs sooner. The administrator shall
enforce compliance with this paragraph.

fhare drafte which are nonnegntiable 1n printed torm and
which avre 1usued by members ot credit unions after the effec-
tive date of this Act under the authority of tnis sect.on
are hereby declared Lo be valid and binding 1nctruments for
any lawful purposes for which rssued, and customary and
necessdary acts 1n tho course of business by credlt unions
ugon which these drafts were written and banks by whichk these
dratts were received, transferred. negotiated or otherwise
processed are herebhy declared to be legal.

S5ec. 14, Section five hundred twenty-four point nine
hundred five (524.905%), subgection five {%). paragragch d,
Code 197%, is amended o read as tollows:

d. The value ot real property shall e determined by

averaging the apprasvads appraisal of tws a qualified persens

person. selected 1n a manner authorized by the board of
directors, who are 15 tamiliar with real property values in
the vicinity where the real property 14 located, and who
rARpeet inspects Lhe real property and erate states ats value
to the best of thesr his or her judgment 1n & written report
W be retained by the state bank during the term of the loan.

50c. 15, Chapter f{ive hundred twenty-four (%24). division
nine (1X), Code 1979, 1s amended by adding the tollowing new
section:
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NEW SECTION. ADVANCE INTEREST Ck PREPAYDIENTS. Real estate
loans on one-family to four-tarily dwellings may be repaird
in part or in full at any tire, excepting that a state bank
may charge not to exceed six months advance interest on that
part of the aggregate amsunt of all prepayments oade on sucn
loan in any twelve-month period which excecds twenty percent
of the original principal amount of the loan; and ray charge
any negotiated rate on other leans. Nothing contained 1n
this section, however, authorizes a state bank to charge any
advance interest or prepayment penalty «where probhibited by
Acts of the Sixty-seventh General Assembly, 1978 Sesgion,
chapter one thousand one hundred ninety {1190), section
thirteen (13).

$ec. 16, <Chapter five hundred thirty-three (533)., Code
1979, 1s amended by adding the following new section:

NEW SECTION. ADVANCE INTEREST ON PREPAYMENTS. Real estate
loans on oneo=family %o four-family dwellings may be repaird
in part or 1n tull at any time, excepting that a credit union
may charge not to exceed six months advance 1nterest on that
part of the aggregate amount of all prepayments made on such
lean an any twelve-month period which exceeds twenty percent
of the original praincipal amecunt of the loan; and may <harge
any negotiated rate on other leoans. Nothing contained 1n
this section, however, authorizes a credit union to charge
any advance interest or prepayment penalty where prohiblited
by Acts of the Sixty-seventh General Assembly, 1978 Session,
chapter one thousand one hundred ninety (11%0), section
thirteen (12).

Sec. 17. Section five nundred thirty-five point. two
{535.2). Code 1977, as amendcd by Acts of the Sixty~-seventh
Genaral Assembly, 1978 Session, chapter one thousand one
hundred ninety (1190), section eleven (11), is reenacted and
L the law of this state on and after the effective date of
this Act, notwithstanding any contrary provision of Acts of
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the Sixty-sevanth General Assembly, 1978 Session, chapter
one thousand one hundred ninety (1190).

Sec. 18. Section five hundred thirty-five point two
[$35.2), subseaction twe (2}, Code 1977, as amended by Acts
of the Sixty-seventh General Assembly, 1978 Session, chapter
one thousand one hundred ninety (1190), section eleven (11),
is amended effective July 1, 1979, to read as follows:

2. Any domestic or foreign corporation, and any real
egtate investment trust as dafined in section 856 of the
[nternal Revenue Code, and any person purchasing securities
as defined in chapter 502 on credit from a broker or dealer
registered or licensed under chapter 502 or under the geeurity
Securities Bxchange Act of 1934, 48 Stat. 881, 15 United
States Code 78R, as amended, and any person borrowing meney
or obtaining credit in the prineipai amount of twe one hundred
thousand dollars or more, exclusive of interest, for business
purposes, and any person borrowing money or obtaining credit
in the primneipai amount of five hundred thousand dollars or
more, exclueive of interest, for agricultural purposes, may
agree in writing to pay any rate of interest in excess of
the rate permitted by this section, and no such corporation

or real estate investment trust or person $0 agreeing in
writing shall plead or interpose the claim or defense of usury
in any action or proceeding.

Sec. 19. Acts of the Sixty-seventh General Assembly, 1978
seggion, chapter onhe thousand c¢ne hundred ninety (1190),
section eleven (ll), subsection three (3), paragraph a, is
amended on the effective date of this Act to read as follows:

a. The maximum lawful rate of interest which may be
provided for in any written agreement for the payment of
interest entered into during any calendar egsareer month
commencing on or after Juiy-ir-3938, the effective date of
this Act shall be two percentage points above the monthly
average ten-year constant maturity interegt rate of United

S$tates government notes and bonds as published by the board
of governors of the federal resexve system for the calendar
month second preceding the £iret month ef-the-gatendar-guartcer
during which the maximum rate based thereon will be effective,
rounded te the nearest one-fourth of one percent per year.

Cn or before the twentieth day of Marehr-dumer-Geptenber
and-December-af-ecach-year ecach month the superintendent of
banking shall determine the maximum lawful rate of interest
for the following calendar guartes month as prescribed herein.
and shall cause eweh this rate to be published. as a notice
in the lowa administrative bulletin ox as a legal notice in
a newspaper of general circulation published in Polk county.
pricr to the first day of the fcllowing calendar month. Guek
This maximum lawful rate of interest shall be effective on
the firgt day of the calendar month fellowing publication.
As-ason-as-prastivable-after-tha-effestive-date-of-thin-Aeey
the-puperintendent-af-banking-shaii-deternrne-and-pubisnoh
tha-manimwn-lawfui-raka-pursuank-te-thro-paragraph-for-the
third-quarter-ef-1978y -whtch-manimum-rate-shaii-be-effective
upen-publieation-thereofr The detarmination of the maximum
lawful rate of interest by the superintendent of banking shall
be exeopt from the provisions of chapter seventecen A (17A)
of the Code.

Sec. 20. Acts of the Siaty-seventh General Assembly, 1978
Session, chapter one theousand one hundred ninety (1190),
section twelve (12), is reenacted except as provided in section
twenty~one (21) of this Act and 1s the law of this state on
and after the effective date of this Act, notwithstanding
any contrary provision of Acts of the Sixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
ninety {(1190).

Sec, 21. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
section twelve (12), subsection six (6), is amended on the
effective date of this Act by striking the subsection.

g9l '4'S
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Sec. 2. Acts of the Sixty-seventh General Assemcly, 16708
Sesgion, chapter one thousand onre hundred niaety (1190),
sectron twelwe [12), subsections one (1), two (2) and five
{5}, are amended etfective July L, 1979, to read as follows:

1. As used 1n this section, the term "loan'" means any
RoNay-teanad-E0-A-borrower -who-furnishes s —as-dedurky-for
ati-vr-pare-of-the-toanr-a-mertgage-en a loan of roney which
is wholly or in part to he used for the puipose of purchasing

real property which is a single-family or a two-family dwelling
occupied or to be occupled by the borrower. 'Loan" includes
the retinancing of a contract of sale, and the refinancang

of a prigr lean, whether or not_the borrower also was the
borrower under the prior loan, and the assumption of 2 prior
loan.

2. a._ A lender_may collect 1in conneclion wWith a lean

a loan precessing fee which dees not exceed one percent of
an_amount which is equal to the loan principal less twelve

thousand five hundred dollars, cxcept that in the event of

an_assumption of a prior loan the lender may collect a_ loan

reasonablc ecstimate of the expense of processing the Joan

assumpticn but which does nol cxceed one percent of the amcunt

assumed. A loan processing fee collectled under the authorily

of this paragraph is compensation to the lender soleiy for
the use ot woney, notwitnstanding any provision of the

agreement to the conhtrary. However, 4 loan processing fee

collected under the authority ¢f this paragraph shall be

disregarded for purposes of deteimining the maximum charge
permitted by section five hundred thirty-five point two (53%.2)
of the Code, or Acts of the $ixty-scventh Ceneral Assembly,
1978 Sessionh, chapter one thousand one hundred ninety {119u),
section thirteen (13), subsection two (2). The asaeasment

and collecticn 1n cennection with a loan of a leoan origination
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as expressly authorized by this paragraph 1s prohibited.

f-any-tender-pacaiven-any-amsdnb-au-a-toan-ariqination—fueer
stonrxng-fear—ecormetment-fea-or-aimitar-eharge,~6E-any
combrratron-Eherenfr-wheoh-encendo-Lho-amodne-permetted-by
thiv-vearronr-the-borrovwer-ahilti-have-the-righk-to-regever
that-charge--pius-attarney-feea-and-courk-annta-rheuered-in
ARY-a€kron-Neechdary-te-vifeobk-pueh-Feauvary-

ARy-dapstu-vharqed-toa-a-boarravery-apgocrated-with-a-nans
vhaldi-not-enesed-ackunt-vonbv-whiech-ohati-be-dineioned-te
the-harrvevwerr—-Gueh-cogty-may-onlty-sneinde-one-or-more-of
the-foitovwings

b, A lender may cellect an cohnection with a loan any

of the following coets which are incurred by the lender in

connection wWith the Joan and which are disclosed to the

borrower:
av (1) Credil reports.
B- (7) Appraisal fees paid to a thard party. ¢r when the

appraisal is pertormed by the lender, a fee which is a

reagsonable estimate of the egxpense incurred by the lender

in performing the appraisal.

er (3) Attorney's opinions.
d- (4} Abstracting fees paid to a thizrd party, or when
the abstracting is performed by the lender, & fee which is

in performing the abstracting.

er (5) <County recorder's fees.

£+ (6) Inspection fees.

gr (7) Mortgage quarantee insurance charge.

Rt (8) Surveying of property.

v {9] Termite 1nspection.
The lender shall not charge the borrower for the cost of
revenue stamps or real estate commissions which are paid by
the seller. Collection of any <05t other than as expressly
permitted by this paraqraph is prohibited.
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€. _Lf the purpose of the loan ais o enable the borrower
to_purchase a single-family or two- sfamily dwelling. for his

or her residence, the loan agreement shall aot contain any

provision which prohibits the borrower from transferring his
or_her interest in the property to_a third party for use by
tho_thivd party as his or her residence, and shall not contain
any provision which _requires or permils the lender to wake
1.&“2&9?_:2.EPE_l"§£££EE_Eiﬁﬁg_Eﬂ?_ifpéymenL schedule or the
term of the locan as a result of a transfer by the borrowex
of his or her 1n§§§§§£_in_ggg_2£929rty Lo a third party for
ird party as his or her residence. A provision
q[_gm)oan Agreement which violates this batagraph is void,
d. If a lender collects a fee or charge which is

Q}Uhlblted Qx_paraqr aph a or b of this zubsection or which
exceeds the amount permitted by paragraph a or b of this

§uq§g§tggg._qu_gggggggy_hgg_tgg_gjggg_;p recover the unlawful
fee or charge or the uolawful portion of the fee or charge,
Qlyg_ggtgiggx_jgzg_gﬂg_gggts iheurred {0 any action necessary
Lo etfect recovery.

S. The provisions of this section shall not applty to any
loan which 1s subject to the provisions of seotion six aundred
elghty-two point forty-six (682.46) of the Code, nor shall
it apply to origination fees, administrative fees, commitaent
feee or similar charges paid by one lender to another lender
1f these fecs are not ultimately paid either directly or
indirectly by the borrower who occupies or will occupy the
dwelling or by the yeller of the dwelling.

4 lender shall not collect any fec from a real estate agent
tor the purpose of reserving or comnitting tunds held or to
o¢_held by the lender for loans . which _are Subject to this
section.
this paragraph th_ggiggggi_QQi_ghe right to recover the
unlawful fee, plus attorney fees and costs incurred in an
action necessary to etfect recovery.
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A lender shall not use an app:a:sal for 4_x pu rEoso in
connecrion Wit

appraisal is performed by a person yho is employed by or
atffiliated with any person recelving a comnission or fee f

the seller of the property. 1If a lender violates this
Paxagraph the borrower is entitled to recover any actual
damages plus the costs paid by the borrower, plus attorney
feos incurred in _an action necessary to effect recovery.

Sec. 23. Acts of the Sixty-seventh General Assembly, 1978
Seusion, chapter one thousard one hundred hinety ([1190),
section thirteen (13), is reenacted and is the law of this
state on and after the effective date of this Act,
notwithstanding any contrary provision of Acts of the Sixty-
seventh Genersl Assembly, 1978 Session, chapter one thousand
one hundred ninety (1190).

Sec. 24. Acts of the Sixty-seventh CGeneral Assenbly, 1978
Session, chapter one thousand one hundred ninety (11i90),
section thirteen (13), subsection one {l]. 18 amended effective
July 1, 1979, to read as follows:

L. Ap-wsed-in-this-neotions

av-—"hean"-neana-meney-ieaned—ta-a—berrewer—whe-iu!ninheay
aa-neeuri!y-Ios-ali—or—any-pa:e-ei—the-iaanr-a-no:eguge—on
:ea}-prepa!ty-wkieh—&a-a-singie-£an§iy~ar-a~tvo-£aﬂ§iy-dwe}ling
!e—bu-eeaupied-by-eha-herrawer~er-monuy—ieaned~ee—a~bo!£ew0l
!er-tha-purpoee-of-purehaaing—ugrieu&turai-lend-where-&ha
barrewer—{araéahea~a-ae!egage-on-Ehe-zea}-p!eparey-to-he
purchased-an-seanriey-for-the-ksans

b'--“benderﬂ-ueana-any-aeate-or~iaderaiiy-ehar!ered~bankr
saviags-and-}eau-aaaeeiatien-e!—eredit-unéony-any-industrsal
&oan-eempanyv-any—inauranae-uonpanyr-or~any-aeher—persan-ar
enkity-uh:eh-mahee-a-leanr-aa—de!ined-in-&héa-seeuienv

As used in this gection, "loan" means a loan of money which
is wholly or in_part to be used for the purpose of purchasing
real property which is a single-family or a two-family dwelling
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cecupled_or to be occupred by the berrower, or feor the purpose

of purchasing agricultural land. “"Loan™ inc.udes the

refinancing of _a contract of sale, and the refinancing ot

4 prior loan,_whether or not the borrower also was the borrower

under the prior_loan, and the assumption of a prior loan.
sec. 2%, Acts of the Sixty-sceventh General Assembly, 1978

$ession, chapter one thousand one hundred ninety (1190).
sectlion tharteen (13), subgsection two (2), 15 amended eftective
July 1, 1979, to read ag follows:

2. wWhenever a borrower undetr a loan repays-the-fuii-ameunt
prepays part or_ail of the outstanding balance of the loan
M- UONNLUELAR-WALN-A-tranyter-at-awnerohzp-af-the-feat-prapesty
given-ay-yeeurrby-far-that-toan: the lender shall not recelve
an amount 1n payment of interest which is greater than the
amount deterrmined 2y applying the rate of interest agreed
upon by the lender and the borrower to the unpaid balance
ot the loan for a period of time during which the borrower
had the use of the money lcaned; and the lender shall not
impose any penalty or other <harge 1n addition to the amount
of interest due as a result of the repayment of that loan
at & dave carlier than 1s reguired by the terms ot the loan
agreement. A lender may, bowever, reygulre advance notice
of not more than thirty days of a borrower's intent to repay
the fuid-amount-of-a-team cntire outstanding balance of a
loan if the payment of that balance, together with any partial
prepayrents made previously by the borrower, will result in

by the terms of the Loan agreenent.

Sec. 26.  Section five hundred thairty-four point twenty-
one (534.21), subgection ten (10), Tode L1977, as arended by
Acts of the Sixty-seventh Gencral Asserbly, 1977 Session,
chapter one hundred thirty-three (133). sectlion seven (7],
and as further amended by Actes ©f the $ixty-seventh General
Assembly, 1978 Session, chapter one thousand one hundred
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ainety (1199), section sixteen {(16), is reenacted and shall
be the law of thls state on and after the effective date of
this Act as amended by section twenty-seven {27) of this Act,
notwithstanding any contrary provision of Acts of the Sixty-
seventh General Assembly, 1978 Session, chapter one thousand
one hundred ninety {(1190).

Sec. 27. Section five hundred thirty-four point twenty-
one (H34.21), subsection ten (10), Code 1977, as anended by
hcts of the Sixty-seventh General Assembly, 1977 Session,
chapter one hundred thirty-three (133), section seven (7).
and as further amended by Acts of the Sixty-seventh Ceneral
Assembly, 1978 Ses3ion, chapter one thousand one hundred
ninety (1190), section sixteen (16} 13 amended on the effective
date of this Act by striking the subsection and inserting
in lieu thereof the following:

10. ADVANCE INTEREST QN PREPAYMENTS. Real estate loans
on one-family to tour-tamily dwellings may be repaid in part
or in full at any time, excepting that the assocliation may
charge not to exceed six months advance interest on that part
of the aggregate amount of all prepayments made on such loan
in any twelve-month period which exceeds twenty percent of
the original principal amount of the loan: and may charge
any negotrated rate on other loans. Neothing contained in
this subsection, however, authorizes an association to charge
any advance interest or prepayment penalty where prohibited
by Acts of the Sixty-seventh General Assembly, 1978 Session,
chapter one thousand one nhundred ninety (1190), section
thirteen (13}).

Sec. 28. Acts of the Sixty-seventh General Assembly, 1978
Session, chapter one thousand one hundred ninety (1190),
sections tourteen [(l4), fifteen (1%), seventeen (17), mneteen
[19), and twenty-two {2Z2), ate reenacted, and are the law
of this state on and after the effective date of this Act,
notwithstanding any contrary provision of Acts of the Siaty-
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seventn General Assembly, 1978 Session, chapter one thousand are reenacted by this Act or which are reenacted and amended
ane nundred ninety (1190}). by this Act, as permanent Code provisions, and to delete all

Se¢. 29. ihe maximuwn lawful rate of interest as established references to 1977 Code law and to temporary law other than
under Acts of the Sixty-geventh General Assembly, 1978 Session, customary historical notations as appropriate.

Chapter one thousand one hundred ninety (1190), section twelve Sec. 33. This Act, being of immediate importance, shall
{12}, and in effect. on the effective date of this Act as take effect, except as otherwise specifically provided in
provided in that saction, shall, notwithstanding contravy this Act, from and after its publication i1n the Quad-City “/l
provisions of that section or that Act, be the maximum lawful ~Times, a newspaper published in Davenport. lowa, and in The

rate until the maximum lawful rate for the f£irst full calendayr ‘wi waterloo Courler, a newspaper published in Waterleo, lowa.
menth which commences on or after the effective date of this
hct is determined and published and takes effect as provided
1N section hineteen (19) of this Act.
3ec. 30. Acts of the Sixty-seventh General Asserbly, 1978

Sassion., chapter one thousand onc hundred ninety (1190), TERRY FE. BRANSTAD
sections twenty-three (23) and twenty-six (26), are repealed President of the Senate
on the effective date of this Act. Acts of the Sixty-seventh
General Assenmbly, 1978 Session, chapter one thousand ohe
hundred ninety (1190}, section twenty (20), is repealed on
July L, 1979,

Sec. 31l. It 1s the intent of this Ac¢t that Acts of the

Sixty-seventh General Assembly, one thousand one hundred Speaker of the House

ninety {(1190), sections eleven (11) through seventeen (17),

and sections nineteen (19) and twenty-two (22), which were I hereby certify that this bill originated in the Senate and
onacted as temporary provisions to expire on July 1, 1979,

shall be deemed permanent fowa law as enacted. notwithstanding is known as Senate File 158, Sixty-eighth General Assembly.

the temporary nature of those provisions when enacted, and

that the laws of this state as contained in those provisions

shall continuae to be the laws of this state on and after the

effective date of this Act, except as specifically amended

by & provision of this Act, as 1t those provisions had been FRANX J. STORK

enacted as permanent. [owa law.

Sec. 12. The Code editor is directed to codify those //' ////
sections o! Acts of the Sixty-seventh Ceneral Assembly, 1978 Approved ___;; 21:?__“m, 1979

Sessi1on, chapter one thousand one hundred ninety {1190), whiech

Secretary of the Senate

ROBERT B). RAY
Governor




