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A BILL FOR

I An Act regulating credit union share drafts and share

2 draft accounts.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF JOWA:
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1 Amend Senate File 90 as follows:
2 1. Page 1, by striking line 18 and inserting in
3 lieu thereof the following: "of directors, provided
4 that a credit union shall not pay interest or dividends
5 on a share-draft account at a rate which exceeds the
6 maximum interest rate which a regulated financial
7 1institution is able to pay on comparable instruments
8 as allowed by the depository institutions deregulatory
9 committee.”
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Section 1. Section 533.42, Code 1983, 1is amended by
striking the section and inserting in lieu thereof the .’
following:

$33.42 SHARE DRAFTS.

1. A credit union may provide its members with share draft
accounts. Share draft means a negotiable draft which is pay-
able upon demand and 1s used to withdraw funds from a share
draft account. A share draft is an item for purposes of
chapter $54, article 4. The term does not include a draft
issued by a credit union for the transfer of funds between
the issuing credit union and another c¢redit union, a bank,

a savings and loan association, or another depository financial
institution.

2. A share draft account is an account that is a 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be withdrawn by means of a share draft.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.
3. A credit union may guarantee payment for a share draft .’
1f both the following conditions are met:
a. A specific guarantee authorization 1is 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.
4. The administrator may adopt rules relating to share
draft programs as necessary to administer this chapter.
Sec. 2. Sections 533.44 and 533.45, Code 1983, are
repealed.
Sec. 3. This Act, being deemed of immediate importance,
takes effect from and after its publication 1n the Ames Daily
Tribune, a newspaper published in Ames, Iowa, and in the
Muscatine Journal, a newspaper published in Muscatine, Ilowa.
EXPLANATION
This bill amends three existing sections dealing with share 0
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draft accounts. Many current restrictions on credlt union
share drafts are eliminated.

Section 1 retains the current definition of share draft
but drops the limltation that the interest rate paid on share
draft accounts cannct exceed the rate that state banks are
permitted to pay on 1nsured passbook savings accounts. Section
1 also repeals several current provisions that require credit

unions to obtaln written permission from the state credit

union administrator to offer, to stop offering, or to modify

share drafts.

Section 2 repeals sections 533.44 and 533.45. Repeal of
section 533.44 would eliminate the state credit union
administrator's authority to revoke a credit union's authority
to operate a share draft program if there 1s a pattern of
violations in administering the program. Similar authority
is in section 533.6, subsection 4. Repeal of section 533.45
would eliminate the state requirement of liguid reserves for
share draft accounts. Federal reserve requirements would
remain in effect.

The bill would take effect upon publicatioen.
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A BILL FOR

1An Act regulating credit union share drafts and share

2 draft accounts.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF ICOVA:

SENATE FILE 90

H-3351

1 Amend Senate File 90 as amended, passed and

2 reprinted by the Senate, as £follows:

3 1. Page 1, by inserting after line 29 the

4 following:

5 " . A credit union may charge fees and penalties
6 on share drafts and apply fees and penalties to the
7 credit union's income in relation to share draft

3 services.™

9 2. Renumper as necessary.
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Section 1. Section 533.42, Code 1983, is amended by
striking the section and inserting in lieu thereof the
following:

533.42 SHARE DRAFTS.

1. A credit union may provide its members with share draft
accounts. Share draft means a negotiable draft which is pay-
able upon demand and is used to withdraw funds from a share
draft account. A share draft is an item for purposes of
chapter 554, article 4., 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, a bank,

a savings and locan association, or another depository financial
institution.

2. A share draft account is an account that is a 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 bhear interest or dividends as determined by the board

of directors, Erovided that a credit union shall not pay

interest or dividends on a share-draft account at a rate which
[- - - T e e e
exceeds the maximum interest rate which a regulated financial

institution is able to pay on comparable instruments as allowed

bx the deBositorz institutions dereaulatorx committee.

3. A credit union may guarantee payment for a share draft

if both 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.

4. The administrator may adopt rules relating to share
draft programs as necessary to administer this chapter.

Sec. 2. Sections 533.44 and 533.45, Code 1983, are
repealed,

Sec. 3. This Act, being deemed of immediate importance,
takes effect from and after its publication in the Ames Daily
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1 Tribune, a newspaper published in Ames, Iowa, and in the
2 Muscatine Journal, a newspaper published in Muscatine, Iowa.
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2Zmend Senate File 90 as amended, passed and
reprinted by the Senate, as follows:

1. Page 1, by inserting after line 29 the
following: -

" . A credit union may charge fees and penalties
on share drafts and apply fees and penalties to the-
eredit union's income in relation to share draft
services."

2. Renumber as necessary.

S-3486 FILED RECEIVED FROM THE HOUSE
APRIL 11, 1983
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senate File 90, P, 2

SENATE PILE 90

AN ACT
REGULATLING CREDIT UNION SHARE DRAFTS AND SHARE DRAFT ACCOUNTS.

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

Section 1. Section 533.42, Code 1983, 14 arended by
striking the secticn and inserting 1n lieu thereof the
following:

533.42 SHARE DRAFTS.

1. A credit union may provide its rerbers with share qraft
accounts. Shate draft means a negotiable draft which is pay-
able upon demand and is used to withdraw funds from & share
draft account. A share draft is an 1tem for purposcs of
chapter 554, article 4. The tetm does not include a draft
isgued by a credit union for the transfer of funds between
the issuing credit union and ancther credit union, a bank,

a savings and loan association, or another depository financial
ingtitution.

2. A share draft account is an account that is a demand
account from which a c¢redit union has agrced that funds may
be withdrawn by means of a share draft. A share draft account
may bear intercst or dividends ag determined by the beard
of directors, provided that a credit union shall net pay
interest or dividends on & share draft account at a rate which
exceeds the maxioum interest rate which a regulated financial
institution is able Lo pay on comparable instruments as allowed
by the depository institutions deregulatory cosmittee.

3, A credit upion may guarantee payment for a share draft
if both the following conditions are met:

a. A sgpecific guarantee authorization is cobtained for
the share dra”’t from the credit union.

b. The gilarantee authorization is impediately noted on
the share draft account to prevent the withdrawal cof funds
needed to pay the guaranteed share drafe.

4. A credit union may charge fecs and penalties on share
drafts and apply fees and penalties to the cradit unicn's
incore 1n relation to share draft services.

5. The administrator may adopt rules relating to shere
draft programs as necessary to administer this chapter.

Sec. 2. Sections $33.44 and 533.45, Code 1583, are
repealed.

Sec. 3. This Act, being deemed of irmedlate importance,
takes e«ffect from and after its publication in the Ames Dally
Tribunke, a newspaper published in Amecg, Jowa, and in the
Muscatine Journal, a newspaper published in Muscatine, lowa.
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