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A BILL FOR

An Act relating to the deposit and investment of public funds.
BE IT ENACTED BY THE GENERAL ASSEMBLY O THE STATE OF IQOWA:
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Section 1. Section 452.10, unnumbered paragraph 1, Code
1985, is amended to read as foliows:

The treasurer of state and the treasurer of each political
subdivision shall at all times xeep all funds coming into
thelr possession as public money, 1n a vauit or safe, to be
provided for that purpose, or in one or more depositories.
However, the treasurer of state and the treasurer of each
political subdivisicn shall invest, unless otherwise provided,
arny of the public funds not currently needed for operating
expenses in notes, certificates, bonds, prime eligibie bankers
acceptances, commercial paper rated within the two highest
classifications of prime as established by at least one of the
standard rating services approved by the superintendent of
banking pursuant to chapter 17A, perfected repurchase
agreements, or other evidences of indebtedness which are
obligations of or guaranteed by the United States of America
or any of its agencies; or in time deposits in depositories as

provided in chapter 453 and receive time certificates of

deposit therefor; o¢ in savings accounts in depositories or in

one or more local government investment funds approved
pursuant to section 453.21. The total investment in

commercial paper of any one corporation is limited to an

amount not more than twenty percent of the total stockholders'
equity of that corporation. The treasurer of state may invest
any of the funds in the treasurer's custcdy in any of the
investments authorized for the Iowa public employees'
retirement system in section 97B.7, subsection 2, paragraph
"b" except that investment in common stocks is not permitted.
As used in this section, "depository" means a financial
institution designated as a legal depository under chapter

453.
Sec. 2. Section 453.1, Code 1985%, is amended to read as

follows:
453.1 DEPOSITS IN GENERAL.
1. all funds held in the hands of the following officers
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or institutions shall be ceposited in one or more lccal

government investment funds approved pursuant to section

453.21 or one or more depositories first approved by the

appropriate governing body as indicated: For the treasurer of
state, by the executive council; for judicial officers and
court employees, by the supreme court; for the ccunty
treasurer, recorder, auditor, sheriff, by the board of
supervisors; for the city treasurer, by the city council; for
the county pﬁblic hospital or merged area hospital, by the
board of hospital trustees; for a memorial hospital, by the
memerial hospital commission; for a school corporation, by the
board of school directors; for a city utility or combined
utility system established under chapter 388, by the utility
board; for a regional library established under chapter 30338,
by the regional board of library trustees; and fcr an electric
power agency as defined in section 28F.2, by the governing
bedy of the electric power agency. However, the treasurer of
state and the treasurer of each political subdivision shall
invest all funds not needed for current operating expenses in
time certificates of deposit in approved depositories pursuanc
to this chapter or in investments permitted by section 452.10.
The list of public depositories and the amounts severally
deposited in the depositories are matters of public record.
As-used-in-this—chapter;-tdeposttoryi-means-a-bank-or-uany
offree-thereof-whese-acesunts-are-inaured-by-the-federat
deposit-insurance-corporatron;-or-a-savings-and-tean
asseeratron-or-any-branch-thereof-or-a-savings-park-or-any
branch-theresf-whese-acecounts-are-insured-py-the-federal
savings-and-toan-insurance-corporationy-or-a-credit-union
tnsured-by-the-nationai-credzt-unren-admintstrations This

subsection does not 1limit the definition of “"public funds"

contained in subsection 2.

2. As used in this chapter unless the context otherwise

requires:

a. "Depository" means a bank or any office of a bank whose
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accounts are insured by the federal deposit insurance

corporation, or a savings ard loan association or a savings

bank or any branch ¢of 3 savings an¢ loan assocliation or

savings bank whose accounts are insured by the federal savings

and loan insurance corporation, or a credit union insured by

the national credit union administraticn.

b. "Public funds" and "publilc depesizs" means the moneys

of the state or a political subdivision of the state including

a county, school c¢corporation, special district, drainage

district, unincorporated town or township, municipality, or

municipal corporation or any agency, board, or commission of

the state or a political subdivision; any court or public body

noted in subsection 1: a legal or adminjistrative entity

created pursuant to chapter 28E; and tederal and state grant

moneys of a guasi-public state entity that are placed in a

depository pursuant to this chapter.

3. A cdeposit of public funds in a depository pursuant to

this chapter shall be secured as follows:

a. If a depository is a sav:ings and loan association, a

savings bawn<, cr an office _of a savings and loan association

or savings bank, then the public deposits in those
depositories shail be secured pursuant to sections 453.16
through 453.19 and sections 453.23 and 453.24.

b. If a depository is a bank, credit union, or an office

of a bank or credit union, then the public deposits in those

depositories shall be secured purstant to sections 453.22

through 453.,24.
4. Ambiguities in the application of this section shall be

resolved in favor of preventing the loss of public funds on

deposit in a depository.
Sec. 3. Section 453.4, Code 1985, is amended by striking

the section and inserting the following:
453.4 LOCATION (OF DEPOSITORIES.
1. Public funds deposited pursuant to section 453.1 may

only be deposited in a depository located in the state.
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2. Deposits may be made in depositories outside of the
state for the purpose of paying principal and interest on
bonded indebtedness of any municipality when the deposit is
made not more than ten days befcre the date the principal or
interest becomes due., In addition, the treasurer of state may
maintain an account outside the state of Iowa for the purpose
of providing custodial services for the state and state
retirement fund accounts.

Sec. 4. Section 453.16, subsection 1, paragraph b, Code
1985, is amended by adding the fcllowing new subparagraph:

NEW SUBPARAGRAPH. (4) First lien mortgages which are
valued according to practices acceptable to the treasurer of

state.

Sec. 5. NEW SECTION. 453.21 VOLUNTARY LOCAL GOVERNMENT
INVESTMENT FUND.

1. A local government investment board is created within
the office of the treasurer of state. The board shall consist
of five members. One member shall be the treasurer of state.

The other four members shall be appointed by the governor
subject to section 69.16 and confirmation by the senate and
shall serve four-year terms at the pleasure of the governor.
The term of each member shall begin and end as provided in
section 69.19. A vacancy shall be filled as provided in
section 2.32. Not more than two members appointed by the
governor shall belong to the same political party. Board
members shall receive reimbursement for the actual and
necessary expenses incurred in the performance cf their
duties.

2. The board shall select and designate through open
competition up to five separate firms or organizations for
management and investment of the approved lccal government
investment funds. The funds eligible for selection are those
which are reqgulated by the federal securities exchange
commission under the Investment Company Act of 1940 and which

have offices leocated in Iowa. The investment managers shall
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invest moneys in the fund administered by them with the degree
of judgment and care which persons of prudence, discretion,
and intelligence exercise in the managemeat of thelr own
affairs, not for speculation but for investment, considering
the probable safety of their capital and the probable income
to be derived. Assets of the funds may be invested only in
any of the following:

a. Obligations of the United States government and its
2genciles and instrumentalities.

b. Deposits and certificates of deposit of banks, savings
banks, savings and loan associations, and credit unions
loccated in Iowa.

c. Prime bankers acceptances,

d. Commercial paper rated within the two highest
classifications of prime as established by at least one of the
standard rating services approved by the superintendent of
banking pursuant to chapter 17A.

e. Perfected repurchase agreements.

3. The board through the office of the “reasurer of state
shall adopt rules pursuant to chapter 17A as necessary for the
implementation of the board's policies and the efficient
administration of the investment funds including, but not
limited to, the following:

a. Specification of minimum amounts which may be deposited
in an investment fund and minimum periods of time for which
deposits shall be retained in a fund.

b. Creation of a reserve for losses,

c. Payment of administrative expenses from the earnings of
a fund.

d. Distribution of the esarnings in excess of expenses or
allocatlion of losses to the participants in proportion to the
differing amounts of their respective investments and the
differing periods of time for which the amounts were in the
custody of a fund.

e. Procedures for the depusit and withdrawal of moneys
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from a fund. _

f. Procedures for receiving comment from organizations
representing local peoliticel subdivisions including, but not
limited to, the city finance committee created in section
384.13 and the county finance committee created in chapter
333a.

4. The governing body of a public depositor listed in
secticn 453.1 having funds which are available for investment
and which are not required by law or by covenant or agreement
with bondholders or others to be segregated and invested in a
different manner, may direct its treasurer to remit a porticn
of its idle funds to one cor more of the approved investment
funds. Participation in an approved local government
investment fund is voluntary.

5. A separate account designated by rame and numbef for
each participant in a fund shall be kept to record individual
transactions and totals of zll investments belonging to =ach
participant. A repert showing the changes in investments made
during the preceding mcnta shall be furnished at least monthly
to each participant having an interest in an apprceved fund.
Details of investment transactions shall be furnished to any
participant upon request.

6. The principal and accrued income, cr any gpart of the
principal and accrued jincome, of each account maintained for o
participant in an investment fund are payable at any time upon
request, subject to the minimum investment period estabklished
under subsection 3, paragraph "a".

7. The instruments of title of ali invesiments of a fund
shall remain in the custody of the approved fund manayer.

Sec. 6. NEIW SECTION. 453.22 R&QUIRED COLLATERAL.

1. The depository shall pledge the reguired ccollateral
securities to thne treasurer of state by depssiting the
colliateral securities in a restricted account of the <reasurer
of state at a federal reserve bank, the United States central

credit union, a trust degartment of ansther cemmercial bank or

_6_
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with another financial institution which has heer designated
by the treasurer of state that is not owned or controlled
directly or indirectly by the same depository or holding
company. The depository shall deliver to the treasurer of
state a security agreement which provides the treasurer of
state with a valid and perfected security interest in the
required collateral. The market value of the reqguired
collateral shall not be less than one hundred ten percent of
the total public funds placed on deposit in the depository.

2. The treasurer of state shall adopt the following rules:

a. Providing for valuation of collateral if the market
value of a security is not readily determinable.

b. Establishing reporting requirements,

c. Establishing procedures for substituting different
securitles consistent with subsection 3.

d. Establishing administrative procedures necessary to
implement this chapter.

e. Designating financial institutions eligible to be
custodian of pledged collateral.

£. Establishing fee schedules to cover costs incurred for
opening and closing accounts and substitution of collateral.

3. The securities used to secure public deposits shall be
acceptable to the treasurer of state and shall be one or more
of the following:

a. Direct obligations of, or obligations that are insured
as to principal and interest by, the United States of America

Or an agency or instrumentality of the United States of

America.
b. Public bonds or obligations of a state or a political
subdivision whose bonds are rated in the top two grades by a

rating service approved by the treasurer of state.

¢. To the extent of the guarantee, loans, obligations, or
nontransferable letters of credit upon which the payment of
principal and interest is fully secured or guaranteed by the

United States of America or an agency or instrumentality of
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the United States of America.

d. First lien mortgages which are valued according to
practices acceptable to the treasurer cf state.

e. Corporate bonds rated within the two highest
classifications of prime as established by at Zeast one of the
standard rating services approved by the superintendent of
bankirng pursuant to chapter 17A.

f. A bond of a surety company approved by the United
States treasury departmant.

4. A depository may borrow ccllateral used for a pledge if
the collateral 1s free of any liens, security interests,
claims, or encumbrances.

Sec. 7. NEW SECTION, 453.22 PAYMENT OF LOSSES.

1. The pledging of securities by a depository pursuant to
this chapter constitutes consent by the depository to the
disposition of the securities in acccordance with this section.

2. The degpository and the security given for the public
funds in its nands are liable for payment if the depository
fails to pay a check, draft, or warrant drawn by the public
officer or 1o accocunt for a check, draft, warrant, order or
certificates of deposit, or any public funds entrusted to it
if in failing tc pay the depository acts contrary to the terms
of an agreement between the depository and the public body
treasurer.

3. 1f a depository is closed by its primary regulatory
officials, the public body with deposits in the depository
shall notify the treasurer of state cf the amount of any claim
within thirty days of the closing. The treasurer of state
shall implement the following procedures:

a. 1In cocoperation with the responsible regulatory
officials for the depository, the treasurer shall validate the |
amount of public funds on deposit at the defaulting depository
and the amount of deposi: insurance applicable to the
deposits.

b. The loss to public depositors shall be satisfied, first

...8_
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through any applicable deposit insurance and then through the
sale of securities pledged by the defaulting depository, and
then the assets of the defaulting depository. The priority of
claims are those established pursuant to section 524.1312,
subsection 2, section 533.22, subsection 1, paragraph "b", or
section 534.516. To the extent permitted by federal law, in
the distribution of an insolvent federally chartered
depository's assets, the order of payment of liabilities if
its assets are insufficient to pay in full all its liabilities
for which claims are made shall be in the same order as for
the equivalent type of state chartered depository as provided
in section 524.1312, subsection 2, section 533.22, subsection
1, paragraph "b", or section 534.516.

c. If the loss to public funds is not covered by insurance
and the proceeds of the failed depository's assets which are
liquidated within thirty days of the closing of the depository
and pledged collateral, the treasurer shall provide coverage
of the remaining loss as follows:

(1) If the loss was incurred in a bank, then any further
payments to cover the loss will come from the state sinking
fund for public deposits in banks. If the funds are
inadequate to cover the entire loss, then the treasurer shall
make an assessment against other banks who hold public funds.
The assessment shall be determined by multiplying the total
amount of the remaining loss to all public depositors by a
percentage that represents the average of public funds
deposits held by all banks during the preceding twelve month
period ending on the last day of the month immediately
preceding the month the depository was closed. Each bank
shall pay its assessment to the treasurer within three
business days after it receives notice of assessment. If a
bank fails to pay its assessment when due, the treasurer shall
satisfy the assessment by selling securities pledged by that
bank. TYdle balances in the fund are to be invested by the

treasurer with earnings credited to the fund. Fees paid by

e
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banks for administration of this chapter will be credited to
the fund and the treasurer may deduct actual costs of
administration from the fund.

{2) If the loss was incurred in a credit union, then any
further payments to cover the leoss will come from the state
sinking fund for public deposits in credit unions. If the
funds are inadequate to cover the entire loss, then the
treasurer shall make an assessment against cother credit unions
who hold public funds. The assessment shall be determined by
multiplying the total amount of the remaining loss to pubilc
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve month veriod ending on the last day of the
month immediately preceding the month the depository was
closed. Each credit union shall pay 1ts assessment to the
treasurer within three business days after it receives notice
of assessment. If a credit union fails to pay its assessment
when due, the treasurer shall satisfy the assessment by
selling securities pledged by that credit union. Idle
balances in the fund are to be invested by the treasurer with
earnings credited to the fund. Fees paid by cred:it unions for
administration of this chapter will be credited to the fund
and the treasurer may deduct actual costs of administration
from the fund,

(3) If the loss was incurred in a savings and lecan or a
savings bank, then any further payments to cover the loss will
come from the state sinking fund for public deposits in
savings and loan associations and savings banks. If the funds
are inadequate to cover the entire loss, then the treasurer
shall make an assessment against other savings and loans and
savings banks who hold public funds. The assessment shall be
determined by multiplying the total amount of the remalning
loss to public depositors by a percentage that represents the
average of public funds deposits held by all savings and loans

and savings banks during the preceding twelve month period

_10_
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ending on the last day ot the menth Imnediately preceding the

month the depository was closed. EZach savings ané lcan and

savings bank shali pay its assessment to the treasurer within

assessement.
pay
initiate a lawsuilt to

three business days after it receives notice of

if a savings and lgan or savings bank fails to its

assessment when due, the treasurer shall

collect the assessment., If a savings and loan association or
a savings banxk 1s found to have failed to pay the assessment
it to

as required by this subparagraph, the court shall order

pay the assessment, cocurt costs of the action, reasonable
attorrney's fees based upon the amount of time the attorney
general's office spenn preparing and bringing the action, and
reasonable expenses incurred by the treasurer of state's
office. 1In additicn, a state chartered savings and loan
associatlion or savings bank shall have its charter revoked. A
federally chartered savings and loan assoclation or savings
bank shall be permanently barred from being a depository under
this chapter. Public funds on deposit in such a savings and
ican assoclaticn or savings bank shall be promptly removed by
any public body with public funds in the institution.

d. Any amount realized from the sale of collateral
pursuant to paragraphs “c", subparagraphs (1) and (2) in
excess of the amount of a depository's assessment, shall
continue to be held by the treasurer, in the same interest
bearing investments available for public funds, as collateral
until that depository provides substitute collateral or is
otherwise entitled to its release.

e, Following collection of the assessments, the state
treasurer shall distribute funds to the public depositors of
the failed depositcry according to their validated claims. If
the assets availlable are less than the total deposits, the
treasurer shall prorate the claims. A public depositor
receiving payment under this section shall assign to the
treasurer any interest the public depositor may have in funds

that subsequently become available to depositors of the

_ll_
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defaulting depository.

Sec. 8. NEW SECTION. 453.24 LIABILITY.

When public deposits are made in accordance with this
chapter, a public body depositing public funds or its agents,
enployees, officers, and board members are exempt from
liability for any loss resulting from the loss of a depository
in the absence of negligence, malfeasance, misfeasance or
nonfeasance on the part of the official. The financial
liability of all depositories for the failure of a depository
shall not exceed the total amount of collateral required at
the time of the default. If the state treasurer sells a
depository's collateral securities, the depository shall
deposit additional collateral to meet required collateral
levels.

In making an assessment against depositories holding public
funds as a result of a failure, the treasuier of state is
exempt from any liability for loss, damage or expense to a
depository which has accepted public funds.

Sec. 9. NEW SECTION. 453.25 STATE SINKING FUNDS CREATED.

There are created in the treasurer of state's office the

following funds:

1. A state sinking fund for public deposits in banks.

2. A state sinking fund for public deposits in credit
unions.

3. A state sinking fund for public deposits in savings and
loan assoclations and savings banks.

The funds shall be used to receive and disperse moneys
pursuant to section 453.23, subsection 3, paragraph "c".

Sec. 10. Section 524.1312, subsection 2, Code 1985, is
amended by striking the subsection and inserting in lieu
thereof the following:

2. The payment of claims for public funds deposited
pursuant to chapter 453 and the payment of claims which are
given priority by applicable statutes. If the assets are in-
sufficient for payment of the claims in full, then priority

-12-
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shall be determined as specified by the statutes or, in the
absence of conflicting provisions, on a pro rata basis.

, paragraph b, Code

s

Sec. 1l1. Sectien 533,22, subsection
1885, 15 amended by striking the paragraph and insertiag 10
iieu thereof the following:

5. The payment of claims for public funds depos:ted
pursuant to chapter 453 and the paymen: of claims which are
given priority by applicab.e statures. If the assets are in-
sufficient for payment of the ciaims in full, then priority
snall be determined by the statutes or, in the absence cf ccn-
flicting provisions, on a pro rata basis.

Sec. 12. Section 534.308, Code 1985, is amended to read as
follows:

534,308 SAVINGS LIABILITY -- CLASSES OF ACCQUNTS.

The savings liability of an association is not iimited, but
consists only of the aggregate amount of share accounts of its
members, plus dividends credited tc the accounts, less
redemption and withdrawal payments. Except as limited by the
board of directors, a member may maxe additions to the
member's share account in the amounts and at the times the
member elects. Share accounts shkall be opened for cash. The
members of an association are not responsible for losses which
its savings liability is not sufficient to satisfy, and share
accounts are not subject to assessment, nor adre the holders of
share accounts liable for unpaid installments on their
accounts. Dividends shall be declared in accordance with taisg
chapter.,

PARAGRAPH DIVIDED. An association shall rot prefer one of

Lts share accounts over any other share account a&s to the
righnt to participate in dividends as to nime or amouni, exXcent
that an association may classify its savings accounts
according to the location of the offices at which the accounnts
are opened, the character, amount or duration of the accounts,
or the regularity of additions to the accounts, and may agrae

in advance to pay an additicral rate of esarnings for

_l 3_.
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particular classes of accounts such as a variable rate or
bonus for saving larger amounts, or for maintaining savings
over a longer pericd of time or with regularity, as determired
by the board of directcrs. However, all c:asses <f accounts
shall be available to all gualifying members. The board of
directors may alsc deterrine that earnings shall not be paid
on an account which has a withdrawable value in an amount less

than fifty dollars. Preference EZxcept as provided in section
y B

534.516, preference between share account members shall not be

created with respect to the distribution of assets upon
voluntary or involuntary liquidation, dissolution, or winding
up of an association. An association shall not contract with
respect to the savings liability in a manner inconsistent with
this chapter.

Sec., 13. NEW SECTION. 534.516 PRIORITY OF PUBLIC FUNDS
UPON DISSOLUTION.

After payment of the costs and expenses of dissolution, the

first claim upon the assets of an association shall be the
claims fcr public funds deposited pursuant to chapter 453 and
claims which are given priority by applicable statute. If the
assets are insufficient for payment of the claims in full,
then priority shall be determined as specified by the statutes
or, in the absence of conflicting provisions, on a pro rata
basis.

Sec. 14. Notwithstanding section 4 of this Act, the
governor shall appoint initial members to the local government
investment board established under that section to staggered
terms, two to end two years following appointment and two to
end four years following appointment.

Sec., 15. 1984 Iowa Acts, chapter 1230, section 28, is
amended by striking the section and inserting the following:

SEC. 28. The treasurer of state shall transfer the state
sinking fund and the moneys contained in it upon the repeal of
chapter 454 to the state sinking fund for public deposits in

banks.
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Sec. 16. Section 453.20, Code 1985, is repealed.
EXPLANATION
This bill provides for several methods of depositing and
investing public funds.
Sections 1, 2, and S provide for the authorization of up to
five privately managed local government investment funds to be
approved by a board operating through the treasurer of state's

office.
Secticons 2, 4, 6, 7, 8, 9, 14, 15, and 16 establish two

systems of pledging of collateral to secure the deposit of
public funds. A new system is created for banks and credit
unions. The existing pledging system is retained for savings
and loan associations and savings banks. Both systems are
backed by three state sinking funds.

Section 3 removes in-state geographic limitations on the
deposit of public funds.

Sections 10, 11, 12, and 13 provide for priority of payment
of claims for public funds deposited under chapter 453 of the
closing of a bank, savings and loan assoclation, savings bank
or credit union which has public deposits. The claims will
have priority over other claims except for statutory

priorities.

.SB 24785 71
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Amend Senate File 296 as follows:

1. Page 3, line 14, by inserting after the figure
3 "28E;" the following: "an electric power agency as

4 defined in section 28F,2;".

N -

S-3148 Filed
February 20, 1985 By COMMITTEE ON COMMERCE
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1 Amend Senate File 296 as follows:

2 1. Page 1, by striking lines 1 through 31.

3 2, Page 2, lines 1 through 3, by striking the
4 words "local government investment funds approved
S pursuant to section 453.21 or one or more".
6
7
8
9

3. Page 3, line 8, by 1inserting after the word
"subdivision" the following: “or instrumentalitv”.
4, By striking page 4, line 14 through page 6,
line 29.
10 5. Page 6, by striking lines 33 and 34 and
1l inserting the following: "collateral securities 1in
12 restricted accounts of the treasurer of state,
13 including but not limited to pledge-custody accounts,
14 at a federal reserve bank, the United States central”.
15 6. Page 7, line 17, by inserting after the word
16 "chapter" the following: "and other rules as may be
17 necessary to accomplish the purposes of this chapter”.

18 7. Page 7, iine 25, by inserting after the word

19 "insured" the following: "or fully guaranteed".

20 8. Page 7, by striking lines 29 tnhrough 31 and

2) inserting the folliowing:

22 "b. Public bonds or obligations of this state or a
23 political subdivision of this state.

24 c. Public bonds or obligations of another state or

25 a political subdivision of another state whose bonds
26 are rated within the two highest classifications of
27 prime as established by at least one of the standard
28 rating services approved by the superintendent of
29 banking pursuant to chapter 17A."
30 9. Page 8, by inserting after line 12 the
31 following:
32 “5. The superintendent of banking shall adopt
33 rules for uniform methods, documentation and forms for
34 pledging required collateral securities by banks under
35 this chapter.
36 6. The treasurer of state shall adopt rules to
37 insure the security of public funds invested pursuant
38 to section 452.10 that are not deposited in a
39 depository or invested in obligations of or guaranteed
40 by the United States or any of its agencies or
41 instrumentalities. The methods of protection adopted
42 by the treasurer may include, but are not limited to,
43 sinking or reserve funds, collateralization and other
44 forms of security. However, the methods of protection
45 chosen by the treasurer shall provide the same amount
45 of protection from loss of the public funds and
47 interest on the public funds, as the methods of
48 protection provided for deposits in depositories under
49 this chapter."
50 10. Page 14, by striking lines 25 through 29.
page 2

1 11. Renumber as ncesé&fy.
S5-3208 Filed & Adopted
March 6, 1985 (; ¢37)

By DELUHERY & HOLDEN
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Section 1. Section 453.1, Code 1985, is amended to read as
follows:

453.1 DEPOSITS IN GENERAL.

1. all funds held in the hands of the following officers
or institutions shall be deposited in one or more depositories
first approved by the appropriate governing body as indicated:
For the treasurer of state, by the executive council; for
judicial officers and court employees, by the supreme court;
for the county treasurer, recorder, auditor, sheriff, 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 hospital commission; for & school
corporation, by the board of school directors; for a city
utility or combined utility system established under chapter
388, by the utility board; for a regional library established
under chapter 303B, by the regional board of library trustees;
and for an electric power agency as defined in section 28F.2,
by the governing body of the electric power agency. However,
the treasurer of state and the treasurer of each political
subdivision shall invest all funds not needed for current
operating expenses in time certificates of deposit in approved
depositories pursuant to this chapter or in investments
permitted by section 452.10. The list of public depositories
and the amounts severally deposited in the depositories are
matters of public record. As-used-in-this-chapters;
tdepestteryi-means-a-bank-or-any~office-chereof-whose-accounts
are-insured-by-the-federat-depoesit-insurance-corporationr-or-a
savings-and-ioan-assectration-or-any-branch-thereof-osr-a
savings-bank-or-any-branch-therecf-whose-accounts-are-rnsured
by-the-federai-savings-and-lean-insurance-corporation;-or-a
eredit-union-insured-by-the-nationat-credst-unton

admintstratreams This subsection dces not limit the definition

of "public funds" contained in subsection 2.

2. As used in this chepter unless the context otherwise

-1~
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requires:

a. "Depository" means a bank or any office of a bank whose

accounts are insured by the federal deposit insurance

corporation, or a savings and lean associlation or a savings

bank or any branch of a savings ané lcan assoclation or

savings bank whose accounts are insured by the federal savings

and loan insurance corporation, or a credit union insureé by

the national credit union administration.

b. "Publie funds" and "public depcsi:zs"” means the moneys

of the state or a political subdivisicn or instrumentality of

the state including a county, school corporation, special

district, drainage district, unincorporated town or township,

municipality, or municipal corporation or any agency, board,

or commission of the state or a political subdivision; any

court or public body noted in subsection 1l; a legal or

administrative entity created pursuant to chapter 28E; an

electric power agency as defined in section 28F.2; and federal
ang state grant moneys of a qua51*puoflc Stare enEity that are

placed in a depository pursuant to this chapter.

3. A deposit of public funds in a depository pursuant to

this chapter shall be secured as follows:

a. If a depository is a savings and lcan association, a

savings bank, or an office of a savings ard lcoan ass¢ciation

or savings bank, then the public deposits in those

depositories shall be secured pursuant to secticns 453.16
through 453.19 and sections 453.23 and 453.24.

b. If a depository is a bank, credit union, or an office

of a bank or credit union, then the public deposits in those

depositories shall be secured pursuant to sections 453.22
through 453.24,
4, Ambiguities in the application of this section shall be

resolved in favor of preventing the loss of public funds on

deposit in a depositeory.

Sec. 2. Section 453.4, Code 1985, is amended by striking
the section and inserting the following:
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453.4 LOCATION OF DEPQOSITORIES.

1. Public funds deposited pursuant to section 453.1 may
only be deposited in a depcsitory located in the state,

2. Deposits may be made in depositories outside of the
state for the purpcse of paying principal and interest on
bonded indebtedness of any municipaiity when the deposit is
made not more than ten days before the date the principal or
interest becomes due. In addition, the treasurer of state may
maintain an account ou*side the state of Iowa for the purpcse
of providing custodial services for the state and state
retirement fund accounts.

Sec. 3. Section 453.16, subsection 1, paragraph b, Code
1985, 1s amended by adding the following new subparagraph:

NEW SUBPARAGRAPH. (4) First lien mortgages which are

valued according to practices acceptable to the treasurer of
state.

Sec, 4. NEW SECTION. 452.22 REQUIRED COLLATERAL.

1. The depository shall pledge the required collateral

securities to the treasurer of state by depositing the

collateral securities in restric-ed accounts of the treasurer

of state, including but not limited to pledge-custody

accounts, at a federal reserve bank., the United States central

credit union, a trust department of another commercial bank or
with another financial institution which has been designated
by the treasurer of state that i1s not owned or controlled
directly or indirectly by the same depository or holding
company. The depository shall deliver to the treasurer of
state a security agreement which provides the treasurer of
state with a valid and perfected security interest in the
required collateral. The market value of the required
collateral shall not be less than one hundred ten percent of
the total public funds placed on deposit in the depository.

2. The treasurer of state shall adopt the following rules:

a. Providing for valuation of ccllateral if the market

value of a security is nct readily determinable.

-3




b. Establiishing reporting requirements.

c. Establishing procedires for substituting different
securities consistent with subsection 3.

d. Establishing administrative procedures necessary to

implement this chapter and other rules as may be necessary to

accomplish the purpcses of this chapter.

e. Designating financizl institutions eligible to be
custodian of pledged colliateral.

£. Establishing fee schedules to cover costs incurred for
opening and closing accounts and substitution of collateral.

3. The securities used to secure public deposits shall be
acceptable to the treasurer of state and shall be one or more
of the following:

a. Direct obligations of, or obligations that are insured
or fullz guaraanteed as to principal and interest by, the
United States of America or an agency or instrumentality of
the United States of America.

b. Public bonds or obligations of this state or a

political subdivision of this state.
c. Public bonds or obligations of another state or a

political subdivision of another state whose bonds are rated

within the two highest classifications of prime as established

by at least one of the standard rating services approved by

the superintendent of banking pursuant to chapter 17A.

d. To the extent of the guarantee, loans, obligations, or
nontransferable letters of credit upon which the payment of
principal and interest is fully secured or guaranteed by the
United States of America or an agency or instrumentality of
the United States of America.

e. First lien mortgages which are valued according to

practices acceptable to the treasurer of state.

f. Corporate bonds rated within the two highest

classifications of prime as established by at least one of the
standard rating services approved by the superintendent of
banking pursuant to chapter 17A.

-4 -
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g. A bond of a surety company approved by the United

States treasury department.

rh

Jrae

4. A depository may borrow colilateral used for a pledge
the collateral is free of any liens, security tnterests,

claims, or encumbrances.

5. The superintendent of banking shall adoph rus
C G L ,
s

uniform methods, documentation and form

LD
collateral securities by banzs under this chantec.

6. The treasurer of state chall adcpt rules ©o lasure the

security of public funds invested pursuant o section 432,10

that are not deposited in a depository or invested in
L

obligations of or guaranteed by the United States or any of

its agencies or instrumentalitles. The methods of prolection
Lt 2. 2 saasield

adopted by the treasurer may include, but are not limiied to,
e

sinking or reserve funds. collateralization and otha:r Jorms cf
Y FATE s e 3 A i

security. However, the mefhods of protection chosen %l the

treasurer shall provide the same amount of protect tion from
loss ¢of the public funds and interest on the public funds, as
ORI IR Y

the methods of protection provided for depocsitis in

depositories under this chapter,
Lo e A i
Sec. 5. NEW SECTION. 4%53.23 PRYMENT OF LCSSILS.

1. The pledging cf securities by a depository pursuanc te

this chapter constitutes consent by the deposito
disposition of the securities in accordance with e

2. Tne depository and the security given for the public
funds in its hands are liable for payment if the depository
fails to pay a check, draft, or warraat drawn by the public
officer or to account for a check, draft, warrvant, order or
certificates of deposit, or any public funds enirusted to it
if in Ealling to pay the depository acts contracy to ihe ternms
of an agreement between the depository and the puplic body
treasurer.

3. If a depository is closed by its primary regulatory
officials, the public body with deposits in the depcsitory

shall notify the treasucer ¢f state of the amoung oI any claim
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within thirty days of the closing. The treasurer of state
shall implement the following procedures:

a. In cooperation with the responsible regulatory
officials for the depository, the treasurer shalil validate the
amount of public funds on deposit at the defaulting depository
and the amount of deposit insurance applicable to the
deposits.

b. The loss to public depositors shall be satisfied, first
through any applicable deposit insurance and then through the
sale of securities pledged by the defaulting depositery, and
then the assets of the defaulting depository. The priority of
claims are those established pursuant to section 524.1312,
subsection 2, section 533.22, subsection 1, paragraph "b", or
section 534,516, To the extent permitted by federal law, in
the distribution of an insolvent federally chartered
depository's assets, the order of payment of liabilities if
its assets are insufficient to pay in full all its liabilities
for which claims are made shall be in the same order as for
the equivalent type of state chartered depository as provided
in section 524.1312, subsection 2, section 533.22, subsection
1, paragraph "b", or section 534.516.

c. If the loss to public funds is not covered by insurance
and the proceeds of the failed depository's assets which are
liquidated within thirty days of the c¢losing of the depository
and pledged collateral, the treasurer shall provide coverage
cf the remaining loss as follows:

(1) If the loss was incurred in a bank, then any further
payments to cover the loss will come from the state sinking
fund for public deposits in banks. If the funds are
inadequate to cover the entire loss, then the treasurer shall
make an assessment against other banks who hold public funds.
The assessment shall be determined by multiplying the total
amount of the remaining loss to all public depositors by a
percentage that represents the average of public funds
deposits held by all banks during the preceding twelve month

r6-
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period ending on the last day of the month immediately
preceding the month the depository was closed. Each bank
shall pay 1ts assessment to the treasurer within three
business days after it receives notice of assessment., If a
bank fails to pay its assessment when due, the treasurer shall
satisfy the assessment by selling securities pledged by that
bank. Idle balances in the fund are to be invested by the
treasurer with earnings credited to the fund. Fees paid by
banks for administration of this chapter will be credited to
the fund and the treasurer may deduct actual costs of
administration from the fund.

(2) If the loss was incurred in a credit union, then any
further payments to cover the loss will come from the state
sinking fund for public deposits in credit unions. If the
funds are inadequate to cover the entire loss, then the
treasurer shall make an assessment against other credit unions
who hold public funds. The assessment shall be determined by
multiplying the total amount of the remaining loss to public
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve month period ending on the last day of the
month jimmediately preceding the month the depository was
closed. Each credit union shall pay its assessment to the
treasurer within three business days after it receives notice
of assessment. If a credit union fails to pay its assessment
when due, the treasurer shall satisfy the assessment by
selling securities pledged by that credit union. Idle
balances in the fund are to be invested by the treasurer with
earnings credited to the fund. Fees paid by credit unions for
administration of this chapter will be credited to the fund
and the treasurer may deduct actual costs of administration
from the fund.

(3) If the loss was incurred in a savings and loan or a
savings bank, then any further payments to cover the loss will

come from the state sinking fund for public deposits in
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savings and lcan assoclations and savings banks. If the funds
are inadequate to cover the entire loss, then the treasurer
shall make an assessment against other savings and lcans and
savings banks who hold public funds. The assessment shall be
determined by multiplying the total amount of the remaining
loss to public depositors by a percentage that represents the
average of public funds deposits held by all savings and loans
and savings banks during the preceding twelve month periocd
ending on the last day of the month immediately preceding the
month the depository was closed. Each savings and loan and
savings bank shall pay its assessment to the treasurer within
three business days after it receives notice of assessement.
If a savings and loan or savings bank fails to pay its
assessment when due, the treasurer shall initiate a lawsuit to
collect the assessment, If a savings and loan associatien or
a savings bank is found to have failed to pay the assessment
as required by this subparagraph, the court shall order it to
pay the assessment, court costs of the action, reasonable
attorney's fees based upon the amount of time the attorney
general's office spent preparing and bringing the action, and
reasonable expenses incurred by the treasurer of state's
office. In addition, a state chartered savings and lean
association or savings bank shall have its charter revoked. A
federally chartered savings and loan association or savings
bank shall be permanently barred from being a depository under
this chapter. Public funds on deposit in such a savings and
loan association or savings bank shall be promptly removed by
any public body with public funds in the institution.

d. Any amount realized from the sale of collateral
pursuant to paragraphs "¢", subparagraphs (1) and (2) in
excess of the amount of a depository's assessment, shall
continue to be held by the treasurer, in the same interest
bearing investments available for public funds, as collateral
until that depository provides substitute collateral or is

otherwise entitled to its release.

_8_
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e. Following collection of the assessments, the state

treasurer shall distribute funds to the public¢ depositors of

the failed depository according to their validated claims,
the assets available are less than the total deposti

tg, the

treasurer shall prorate the claims. A public depositor

receiving payment under this section shall assign to the

treasurer any interest the public depositor may have in funds

that subsequently become available to depositors of the

defaulting depository,.
Sec. 6. NEW SECTION., 453.24 LIABILITY.

When public deposits are made in accordance with this

chapter, a public body depositing public funds or its agents,

employees, officers, and board members are exempt from

liability for any loss resulting from the loss of a depository

in the absence of negligence, malfeasance, misfeasance or

nonfeasance on the part of the official. The financial

liability of all depositories for the failure of a depository

shall not exceed the total amount of collateral required at

the time of the default. If the state treasurer sells a

depository's collateral securities, the depository

shall

deposit additional collateral to meet required collateral

levels.
In making an assessment against depositories holding public
funds as a result of a failure, the treasurer of state is

exempt from any liability for loss, damage or expense to a

depository which has accepted public funds.

Sec. 7. NEW SECTION. 453.25 STATE SINKING FUNDS CREATED.
There are created in the treasurer of state's office the

following funds:

l. A state sinking fund for public deposits in

2. A state sinking fund for public deposits in
unions.

3. A state sinking fund for public deposits in
loan associations and savings banks.

The funds shall be used to receive and disperse

-9~
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pursuant to section 453.23, subsection 3, paragrapn "c".

Sec. B. Section 524.1312, subsection 2, Cede 1985, is
amended by stiriking the subsection and inserting in lieu
thereof the following:

2. The payment of claims for public funds deposited
pursuant to chapter 453 and the payment of claims which are
given priority by applicable statutes. If the assets are in-
sufficitent for payment of the claims in full, then priority
shall be determined as specified by the statutes or, in the
absence of cecnflicting provisions, on a pro rata basis.

Sec. 9., Section 533.22, subsection 1, paragraph b, Code
1985, is amended by striking the paragraph and inserting in
lieu therecf the following:

b. The payment of claims for public¢ funds deposited
pursuant to chapter 453 and the payment of claims which are
given priority by applicable statutes., If the assets are in-
sufficient for payment of the claims in full, then priority
shall be determined by the statutes or, in the absence of con-
flicting provisions, on a pro rata basis.

Sec. 10. Section 534.308, Cocde 1985, is amended to read as
follows:

534.308 SAVINGS LIABILITY -~ CLASSES OF ACCOUNTS.

The savings liability of an association is not limited, but
consists only of the aggregate amount of share accounts of its
members, plus dividends credited to the accounts, less
redemption and withdrawal payments. Except as limited by the
board of directors, a member may make additions to the
member's share account in the amcunts and at the times the
member elects. Share accounts shall be cpened for cash. The
members of an association are not responsible for losses which
lts savings liability is not sufficient to satisfy, and share
accounts are not subject to assessment, nor are the holders of
share accounts liable for unrpaid installments on their
accounts. Dividends shall be declared in accordance with this

chapter.
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PARAGRAPH DIVIDED. An association shall not prefer cne of

its share accounts over any other share account as to the
right to participate in dividends as to time or amount, except
that an association may classify its savings accounts
according to the location of the offices at which the accounts
are opened, the character, amount or duration of the accounts,
or the regularity of adaitions to the accounts, and may agree
in advance to pay an additionral rate of earnings for
particular classes of accounts such as a varlable rate or
bonus for saving larger amounts, or for maintaining savings
over & longer period of time or with regularity, as determined
by the board of directors. However, all classes of accounts
shall be available to all qualifying members. The board of
directors may also determine that earnings shall not be paid
on an account which has a withdrawable value in an amount less

than fifty dollars. Preference Except as provided in section

534.516, preference between share account members shall not be

created with respect to the distribution of assets upon
voluntary or involuntary liquidation, dissolution, or winding
up of an association. An association shall not contract with
respect to the savings liability 1n a manner inconsistent with
this chapter.

Sec. 11. NEW SECTION., 534.516 PRIORITY OF PUBLIC FUNDS
UPON DISSOLUTION.

After payment of the costs and expenses of dissclution, the

first claim upon the assets of an association shall be the
claims for public funds deposited pursuant to chapter 453 and
claims which are given priority by applicable statute. If the
assets are insufficlent for payment of the claims in full,
then priority shall be determined as specified by the statutes

or, in the absence of conflicting provisions, on a pro rata

basis.
Sec. 12. 1984 Iowa Acts, chapter 1230, section 28, is
amended by striking the section and inserting the following:

SEC. 28, The treasurer of state shall transfer the state

-ll_
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1 sinking fund and the moneys contained in it upon the repeal of
2 chapter 454 to the state sinking fund for publiic deposits in

3 banks.

4 Sec. 13. Section 453.20, Code 1985, is repealed.

SF 296
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PAGE TWO, MARCE 26, 1985 HOUSE CLIP GSHEET

SENATE FILE 296
H-3432

Amend Senate File 296 as amended, passed and
reprinted by the Senate as follows:

l. Page 2, by striking lines 27 through 30 and
inserting the following:

"b. If a depository is a credit union or an office
of a credit union, then the public deposits in those
depositories shall be secured pursuant to sections
453.22 through 453.24.

c. If a depcsitory is a bank or an office of a
bank, then the depository shall secure the public
deposits in the depository pursuant to either of the
following:

(1) Sections 453.16 through 453.19 and sections
453.23 and 453.24. '

(2) Sections 453,22 through 453.24."

2., Page 3, by inserting after line 16 the
following:

"Sec. _ . Section 453.17, subsection 1, paragraph
c, Code 1985, is amended to read as follows:

¢. The securities shall be deposited with the
federal reserve bank of Chicago, Illinois or the
federal home loan bank of Des Moines, Iowa pursuant to
a bailment agreement or a pledge custody agreement."

3. Page 6, line 27, by inserting after the word
"bank" the following: "and was a public deposit
secured pursuant to sections 453.22 through 453.24,".

4. Page 6, line 31, by inserting after the word
"funds" the following: "pursuant to sections 453.22
through 453,24".

5. Page 6, line 35, by inserting after the word
"banks" the following: ‘'pursuant to sections 453.22
through 453.24".

6. Page 7, by inserting after line 11 the
following:

" ). If the loss was incurred in a bank and was
a public deposit secured pursuant to sections 453.16
through 453.19, then any further payments to cover the
loss will come from the alternative state sinking fund
for public deposits in banks. If the funds are
inadequate to cover the entire loss, then the
treasurer shall make an assessment against other banks
who hold public funds pursuant to sections 453.16
through 453.19. The assessment shall be determined by
multiplying the total amount of the remaining loss to
public depositors by a percentage that represents the
average of public funds deposits held by banks
pursuant to sections 453.16 through 453,19 during the
preceding twelve month period ending on the last day
of the month immediately preceding the month the
depository was closed. Each bank shall pay its
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assessment to the treasurer within three business days
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t recelves aotice of assessment. If a bank

téils to pay its assessment when due, ‘he treasurer
Shall 1nitiate a lawsuit to collect the assessment.

If 2 bank is found to have failed to pay the
asseéssment as required by this subparagrapn, the court
shall order it to pay the assessment, court costs of

ion, reasonable attorney's fees based upon the
of time the attorney géneral's office spent
79 and bringing the action, and reasonable

Expenses incurred by the treasurer of state's oifice.

tion, a state chartered bank shall have its
revoked. A federally chartered bank shall be

beérmanently barred from being a depository under this

- Public funds on deposit in such a bank shall

16 be promptly removed by any public body with public

17 funds 1
18 7.
19 followi

21 deposit

22 8.

n the institution."

Page 3, by inserting after line 30 the

ng:

- An alternative state sinking fund for public
S 1n banks."

Renumber as necessary.

H-3432 ILED MARCH 25, 1985 BY SCHNEKLOTH of Scott
Lol o 4/ ((p./ézf)
! N J



PAGE SIXTEEN, APRIL 8, 1985 HOUSE CLIP SHEET

H-5662

—
QWO & WN K

WRINRNNRNNDNNNN M = e
QOO EWNFEFOOONIDIU &HWN

[

S WwWwWwwwuwww
FOQOWR AU b WK

a8 ]

Ut o b i o b
OWEB~h WUV W

SENATE FILE 296

Amend Senate File 296 as amended, passed and
reprinted by the senate, as follows:

1. By striking everything after the enacting
clause and inserting the following:

"Section 1. Notwithstanding section 453.1,
sections 453.16 through 453.20 do not apply to banks
until July 1, 1887, However, any action by a bank to
comply with those sections prior to the effective date
of this Act is valid. Compliance with those sections
does not relieve a bank from complying with chapter
454, ’

Sec. 2. 1984 Acts, chapter 1230, section 28, is
amended to read as follows:

SEC. 28. The treasurer of state shall close the
sinking fund created by section 454.1 within one
hundred twenty days after the closing of any
receiverships relating to any bank failures prior to
the-effective-date-of~-ehits~Acet July 1, 1987 and shall
pay all sums remaining in the sinking fund on that
date to depository institutions in Iowa within ninety
days after the sinking fund is closed in proportion to
the amounts which were assessed against the depository
institutions during 1983 or any subsequent assessment
for the benefit of the sinking fund pursuant to
chapter 454.

Sec. 3. 1984 Acts, chapter 1230, section 29, is
amended to read as follows:

SEC. 29. Chapter 454, Code 1983, and Code
Supplement 1983, is repealed effective July 1, 1987.
Howevers;-if-pltedging-to-secure-the-depostt-of-pubisie
funds-has-not-been-properiy-compteted-by-duty-17-19847
then-chapter-454-rs-not-repeated-untii-duty-17-19685+
The general assembly finds that pledging to secure the

deposit of public funds was nct properly completed by
July 1, 1984.

Sec. 4. Section 175.5, subsection 9, Code 1985, is
amended to read as follows:

9. Subject to an agreement with bondholders or
noteholders, invest or deposit moneys of the authority
in a manner determined by the authority,
notwithstanding chapter 452, er 453, or 454.

Sec., 5., Section 220.5, subsection 9, Code 1985, is
amended to read as follows:

9. Subject to an agreement with bondholders or
noteholders, invest or deposit moneys of the authority
in a manner determined by the authority,
notwithstanding chapter 452, eor 453, or 454.

Sec. 6. Section 307B.7, subsection 11, Code 1985,
is amended to read as follows:

11. Invest or deposit moneys of the authority,

-1-
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1 subject to an agreement with bondholders or

2 noteholders, in a manner determined by the authority,
3 notwithstanding chapter 452. er 453, or 454.

4 Sec. 7. It is the intent of the general assembly
S that sections 4, 5. and 6 of this Act shall have
6
7
8
9

temporary effect conly and that the amendments to
section 175.6, subsecticn 9, section 220.5, subsection
9, and section 307B.7. subsection 11, made in this Act
shall be stricken on July 1, 1987, and on that date

10 those sections shall take the form they would have

11 without the amendmerts in this Act.

12 Sec. 8. This Act, being deemed of immediate

13 importance, takes effect from and after its

14 publication in The Sioux City Journal, a newspaper

15 published in Sioux City, Iowa, and in The Grundy

16 Register, a newspaper published in Grundy Center,

17 Iowa."

18 2. Title page, by striking line 1 and inserting

19 the following: "An Act extending the sinking fund as

20 it applies to bondg until July 1, 1987."

H-3662 FILED APRIL 4, 1385 BY O'KANE of Woodbury
w/d e (376 2/)
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Amend Senate File 296 as amended, passed and
reprinted by the Senate as follows:

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

"Section 1. Section 452.10, unnumbered paragraph
1, Code 1985, is amended to read as follows:

The treasurer of state and-the-treasurer-of-each
potieicat-subdiviston shall at all times keep all
funds coming into their the treasurer's possession as
public money, in a vault or safe, to be provided for
that purpose, or in one or more depcsitories.

However, the treasurer of state and-the-treasurer-of
each-potiticat-subdivisien shall invest, unless
otherwise provided, any of the public funds not
currently needed for operating expenses in notes,
certificates, bonds, prime eligible bankers
acceptances, commercial paper rated within the two
highest classifications of prime as established by at
least one of the standard rating services approved by
the superintendent of banking pursuant to chapter 17A,
perfected repurchase agreements, or other evidences of
indebtedness which are obligations of or guaranteed by
the United States of America or any of its agencies;
or in time deposits in depositories as provided in
chapter 453 and receive time certificates of deposit
therefor; or in savings accounts in depositcries., The
total investment in commercial paper of any one
corporation is limited to an amcunt not more than
twenty percent of the total stockholders' equity of
that corporation. The treasurer of state may invest
any of the funds in the treasurer's custody in any of
the investments authorized for the Iowa public
employees' retirement system in section 97B.7,
subsection 2, paragraph "b" except that investment in
common stocks is not permitted. As used in this
section, "depositcry" means a financial institution
designated as a legal depository under chapter 453.

Sec. 2. Section 452.10, is amended by adding the
following new unnumbered paragraphs following
unnumbered paragraph 1:

NEW UNNUMBERED PARAGRAPH. The treasurer of each
political subdivision shall at all times keep all
funds coming into the treasurer's possession as public
money, in a vault or safe, to be provided for that
purpose, or in some depository legally designated as a
depository for such funds. However, the treasurer of
each political subdivision shall invest, unless
otherwise provided, any of the public funds not
currently needed for operating expenses in notes,
certificates, bonds, or other evidences of

-1-
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1 indebtedness which are obligations of or guaranteed by
2 the United States of America or any of its agencies;

3 or make time deposits of such funds in depositories as
¢ provided in chapter 453 and receive time certificates
5 of deposit therefor; or in savings accounts in

6 depositories.

7 NEW UNNUMBERED PARAGRAPH. Notwithstanding any

8 provision of the Code to the contrary, a treasurer of
9 a city as defined in section 411.Y, subsection 18, may

10 invest any public funds of the city not currently

11l needed for operating expenses in investments

12 authorized in section 411.7, subsection 2, and may

13 hold, purchase, sell, assign, transfer or dispose of
14 any of these investments as well as the proceeds of
15 these investments, The city council shall implement
16 appropriate investment policies to be followed by the
17 city treasurer and shall periodically review the

18 performance of the investments made by the city

19 treasurer pursuant to such policies under this

20 paragraph.®

21 2. By striking page 2, line 34 through page 3,

22 line 11,

23 3. Page 3, by striking lines 12 through 16 and

24 inserting the following:

25 “Sec. . Section 453.16, subsection 1, paragraph
26 b, Code 1985, is amended to read as follows:

27 b. The depository institution may deposit,

28 maintain, pledge and assign for the benefit of the

29 public officer in the manner provided in this chapter,
30 securities approved by the public officer, the market
31l value of which is not less than one hundred ten

32 percent of the total deposits of public funds placed
33 by that public officer in the depository institution.
34 The securities shall consist of any of the following:
35 (1) Direct obligations of, or obligations that are
36 insured or fully guaranteed as to principal and

37 interest by, the United States of America or an agency
38 or instrumentality of the United States of America.

39 {2) Public bonds or obligations of this state or a
40 political subdivision of this state.
41 (3) Public bonds or obligations of another state

42 or a political subdivision of another state whose

43 bonds are rated within the two highest classifications
44 of prime as established by at least one of the

45 standard rating services approved by the

46 superintendent of banking pursuant to chapter 17A.

47 (3 4) To the extent of the gquarantee, loans,

48 obligations, or nontransferable letters of credit upon
49 which the payment of principal and interest is fully
50 secured or guaranteed by the United States of America
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Or an agency or instrumentality of the United States
of America.

{2} First lien mcrtcages which are wvalued
according to practices acceptable to the treasurer of
state.”

4, Pace 3, by inserting before line 17 the
following:

"Sec. ____ . Sectlon 453.17, subsection 1, paragraph
c, Code 19285, is amended to read as follows:

c. The securities shail be depcosited with the
federal reserve bank of Chicago, Illinois or the
federal home loan bank of Des Moines, Iowa pursuant to
a bailment agreement or a pledge custody agreement."

5. Page 5, by striking lines 9 through 20.

6. Page 6, by inserting after line 21 the
fellowing:

" . The claim of a public depositor for purposes
of thls section shall be the amount of the depositor's
deposits plus interest to the date the funds are
disczributed to the public depositor at the rate the
depository institution agreed to pay on the funds
reduced by the portien of the funds which is insured
by federal deposit insurance."

7. Page 8, by striking lines 22 through 28 and
inserting the following: “office."

8. Page ¢, by striking lines 16 through 19 and
inserting the following: ‘'"nonfeasance on the part of
the official. 1If the treasurer of state sells a".

9. Page 12, by inserting after line 3 the
following: ‘

“Sec. . It is the policy of the general
assembly that in implementing chapter 452 local public
body treasurers shall he granted, commensurate with
their experience or training, the authority to
prudentiy invest public funds to maximize return on
investments. To this end, it is the intent of the
general assembly that only certain cities which
currently have specific statutory authority for the
investment of pension funds shall be granted
equivalent autherity for tne investment of general
funds."

42 10. Renumber as necessary.
H-37623 FILED 2PRTL 11, 1985 3Y COMMITTEE ON LOCAL GOVERNMENT
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HOUSE AMENDMENT

Amend Senate File 296 as amended, passed and
reprinted by the Senate as follows:

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

"Section 1. Section 452.10, unnumbered paragraph
1, Code 1985, is amended to read as follows:

The treasurer of state amd-the-treasurer-of-each
potitieat-subdivisten shall at all times keep all
funds coming into the+r the treasurer's possession as
public money, in a vault or safe, to be provided for
that purpcse, or in cne or more depositories.

However, the treasurer of state and-the-treasurer—of
each-poetitient-subdivision shall invest, unless
otherwise provided, any of the public funds not
currently needed for operating expenses in notes,
certificates, bonds, prime eligible bankers
acceptances, commercial paper rated within the two
highest classifications of prime as established by at
least ore of the standard rating services approved by
the superintendent of banking pursuant to chapter 17a,
perfected repurchase agreements, or other evidences of
indebtedness which are obligations of or guaranteed by
the United States of America or any of its agencies;
or in time deposits in depositories as provided in
chapter 453 and receive time certificates of deposit
therefor; or in savings acccunts in depositories. The
total investment in commercial paper of any one
corporation is limited to an amount not more than
twenty percent of the total stockholders' equity of
that corporation. The treasurer of state may invest
any of the funds in the treasurer's custody in any of
the investments authcrized for the Towa public
employees' retirement system in section 97B.7,
subsection 2, paragraph "b" except that investment in
common stocks is not permitted. As used in this
section, "depcsitory" means a financial institution
designated as a legal depositery under chapter 453.

Sec. 2. Section 452.10, is amended by adding the
following new unnumbered paragraphs following
unnumbered paragraph 1: °

NEW UNNUMBERED PARAGRAPH. The treasurer of each
political subdivisicn shall at all times keep all
funds coming into the treasurer's possession as public
money, in a vault or safe, to bhe provided for that
burpcse, or in some depository legally designated as a
depository for such funds. riowever, the treasurer of
each political subdivision shall invest, unless
otherwise provided, any of the public funds not
currently needed for operating expenses in notes,
certificates, bonds, or other evidences of

k
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indebtedness which are cobligations of or guaranteed by
the United States of America or any of its agencies;
or make time deposits ©f such funds in depositories as
provided in chapter 453 and receive time certificates
of deposit therefor; or in savings accounts in
depositories.

NEW UNNUMBERED PARAGRAPH. Notwithstanding any
provision of the Code to the contrary, a treasurer of
a city as defined in section 411.1, subsection 18, may
invest any public funds of the city not currently
needed for operating expenses in investments
authorized in section 411.7, subsection 2, and may
hold, purchase, sell, assign, transfer or dispose of
any of these investments as well as the proceeds of
these investments. The city council shall implement
appropriate investment policies to be followed by the
city treasurer and shall pericdically review the

performance of the investments made by the city
treasurer pursuant to such policies under this
paragraph.”

2. By striking page 2, line 34 through page 3,
line 11.

3. Page 3, by striking lines 12 through 16 and
inserting the following:

"Sec. . Section 453.16, subsection 1, paragraph

b, Code 1985, is amended to read as follows:

b. The depository institution may deposit,
maintain, pledge and assign for the benefit of the
public officer in the manner provided in this chapter,
securities approved by the public officer, the market
value of which is not less than one hundred ten
percent of the total deposits of public funds placed
by that public officer in the depository institution.
The securities shall consist of any of the following:

(1) Direct obligations of, or obligations that are
insured or fully guaranteed as to principal and
interest by, the United States of America or an agency
or instrumentality of the United States of America.

(2) Public bonds or obligations of this state or a
political subdivision of this state.

(3) Public bonds or obligations of another state
or a political subdivision of another state whose
bonds are rated within the two highest classifications
of prime as established by at least one of the
standard rating services approved by the
superintendent of banking pursuant to chapter 17A.

(3 4) To the extent of the guarantee, loans,
obllgations, or nontransferable letters of credit upon
which the payment of principal and interest is fully .

secured or guaranteed by the United States of America
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or an agency or instrumentality of the United States
of America.

(5) First lien mortgages which are valued
according to practices acceptable to the treasurer of
state.”

4. Page 3, by inserting before line 17 the
following:

"Sec. . Section 453.17, subsection 1, paragraph
c, Code 1985, is amended to read as feollows:

c. The securities shall be deposited with the
federal reserve bank of Chicago, Illinois or the
federal home loan bank of Des Moines, Towa pursuant to
a bailment agreement or a pledge custody agreement."

5. Page 5, by striking lines 9 through 20.

6. Page 6, by inserting afiter line 21 the
following: )

" . The claim of a public depositor for purposes
of this secticn shall be thu amount of the depositor's
deposits plus interest to the date the funds are
distributed to the public depositor at the rate the
depository institution agreed to pay on the funds
reduced by the pcrtion of the funds which is insured
by federal deposit insurance.”

7. Page 8, by striking lines 22 through 28 and
inserting the following: “office."

8. Page 9, by striking lines 16 through 19 and
inserting the following: "nonfeasance on the part of
the official. If the treasurer of state sells a".

24%: 29 9, Page 12, by inserting after line 3 the
30 following:
31 "Sec. . It is the policy of the general
32 assembly that in implementing chapter 452 local public
33 body treasurers shall be granted, commensurate with
34 their experience or training, the authority to
35 prudently invest public funds to maximize return on
26 investments. To this end, it is the intent of the
37 generzl assembly that only certain cities which
38 currently havs %pecific statutory authority for the
39 investment of pension funds shall be granted
40 equivalent authority for the investment of general

g7 41 funds,®
42 10. Renumber as necessary.

‘24 Filed Apxril 18, 1985 RECEIVED FROM THE HOUSE
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SENATE AMENDMENT TQ

) HOUSE AMENDMENT TO
. SENATE FILE 296
H-4081

Amend amendment S-3824 to Senate File 296 as
amended, passed, and reprinted by the Senate as
follows:

1. By striking page 1, line 5 through page 2,
line 6 and inserting the following:

"Section 1. Section 452.10, Code 1985, is amended
by adding the following new unnumbered paragraph
following unnumbered paragraph 1:".

2. Page 2, by striking line 12 and inserting the
10 following: "authorized in section 411.7, subsection
11 2, and pursuant to section 97B.7, subsection 2,

12 paragraph "b", and section 511.8, except common,
13 preferred, or guaranteed stock and may”.

A QD o~ N T e W N

14 3. Page 3, by striking lines 2% through 41.

15 4. Renumber as necessary.

H-4081 FILED APRIL 26, 1985 CEIVED FROM THE SENATE
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Amend amendment S-3824 to Senate File 296 as
amended, passed, and reprinted by the Senate as
follows:

1. By striking page 1, line 5 through page 2,
line 6 and inserting the following:

"Section 1. Section 452.10, Code 1985, is amended
by adding the following new unnumbered paragraph
following unnumbered paragraph 1l:".

2. Page 2, by striking line 12 and inserting the
following: “"authorized in section 411.7, subsection
2, and pursuant to section 97B.7, subsection 2,
paragraph "b", and section 511.8, except common,
preferred, or guaranteed stock and may".

3. Page 2, by striking lines 21 through 22.

4. Page 3, by striking lines 29 through 41.

5. Renumber as necessary.

$-3980 Filed April 24, 1985 By HOLDEN & DELUHERY
f-G A p O Lo [557 (f 12 \
pf.;:,w__a AN 9‘/?.4 (d‘ 16877
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5-3987 SEXNATE FILLE 286 .

1 Aamend amendment S-3824 to Senate File 296 as

2 amended, passed and reprinted by the Senate as

3 follows:

4 1. Page 3, by ingerting after line 28 the

5 following:

6 " . Page 10, by inserting after line 19 the

7 following:

8 "Sec. _ . Section 511.8, subsection 4, Code 1985,
9 is amended to read as follows:
10 4. INTERNATIONAL BANK BONDS. Bonds or other

11 evidence of indebtedness issued, assumed or quaranteed

12 by the International Bank for reconstruction and

13 development, in an amount not to exceed two percent of

14 its total assets as shown by the last annual report,

15 or by the Inter-American Development Bank in an amount

16 not to exceed two percent of 1ts total assets as shown

17 by the last annual report, or by the Asian Development

18 Bank in an amount not to exceed two percent of its

19 total assets as shown by the last annual report or by

20 the African Development Bank in an amount not to

21 exceed two percent of its total assets as shown by the

22 last annual report. However, the combined investment .
4

23 in bonds or evidences of indebtedness permitted by
24 this subsection shall not exceed four percent of its
25 total assets as shown by the last annual report.""

26 2. Page 3, by inserting after line 41, the
27 following:
28 " . Title, line 1, by inserting after the word

29 "funds" the following: ", by permitting life

30 insurance companies organized under chapter 508 to
31 invest in bonds or other evidence of indebtedness of
32 the African Development Bank,"".

33 3. Renumber as necessary.

5-3987 Filed April 24, 1985 By MANN
Hs’ /,,_%_ e /,a% /;_,r 4 (?z 64 )
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SENATE FI1LE 296

AN ACT
RELATING TO THE DEPOSIT AND INVESTMENT OF PUBLIC FUNDS.

BE IT ENMACTED BY THE GEMERAL ASSEMBLY OF THE STATE OF 10WA:

Section 1. Section 352.10, Code 1985, is amended by adging
the following new unnumbered paragraph following unnumbered
pacagraph 1:

NEW_UNNUMBERLD PARAGRAPH. Notwithstanding any provision of
the Code to the contrary, a treasurer of a city as defined in

gsection 411.1, subsection 18, may invest any public Eunds of
the city not cutrently needed for operating expenses in
investtents authorized in section 41t.7, subsection 2, and
pursuant to section 978.7, subsection 2, paragraph "b”, and
section 511.8, except common, preferved, or guaranteed stock
and may hold, purchase, sell, assign, tcansfer or dispose of
any of these investments as well as the proceeds of these
investments. The city council shall implement aporopriate
investment policies to be followed by the city treasurer and
shall pecriodically review the performance of the investments
made by the city treasuvrer putsuant to such policies under
this patagraph.

Senate File 296, p. 2

Sec. 2. Section 453.1, Code 1985, is amended to read as
follows:

453.1 DEPOSITS IN GENERAL.

1. All Eunds held in the hands of the following officers
or institutions shall be deposited in one or more depositocies
first approved by the appropriate governing becdy as indicaved:
For the treasuretr of state, by the executive council; for
judicial officers and court employees, by the supreme coutt:
for the county treasurer, recorder, auditor, sheriff, by the
board of supervisors; for the caty treasurer, by the city
council; for the county public hospital or merged acea
hospital, by the board of hospital trustees: for a memorial
tospital, by the memorial hospital commission; Eor a school
corporation, by tne board of school directors: for a city
utility or combined utility system established under chapter
388, by the utility beard: for a regional libracy established
undet chapter 3033, by the regional board of library trustees:;
and for an electric power agency as defipned in section 28F.2,
by the governing body of the electric power agency. However,
the treasurer of state and the treasuter of each pelitical
subdivision shall invest all funds not needed for current
operating expenses in time certificates of deposit in appraved
depositories pursuant to this chapter or in investrents
permitted by secticn 452.10. The list of public depositocies
and the arounts severally deposited in the depositories are
matters of public record. As-wsed-in-thia-chaprers
"depository"—means-a-bank-or-any—cfEice—thereof—uhose-aeconnts
pre-insured-by-the-federat-deposit-insarance-corporationr-or-a
savtngs-and—ioan-u:aaciation—or—any-hranch—thereo!—er-a
savinqsnbank-or—any-branch-thereof-vhosc-acceun!s—are-insnrad
by-tne-Eederat-savings-and-tean-insvrance corporationy-oc-a
credit-unton-trsnred-by-the-nationgd-credit-union
admiriatration: This subsection does not_limit_the defanition

of_"public funds” contained in subsection 2.

g6z '4'S
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2. hs used 1n this chaptec unless Lhe context otherwise
1eguites:

a. _"Depository” medns a bard or any office of a bank waose

savings bank whcse accounts are insyted by the federal savings

and loan insucange corporation, or a cctedit union irsyred by
the national credit unicn administratien.

b.
t

_ "rublic funds® and "public deposits’ means the moneys
¢ state ocr a pelitical subdivision or instrumentality of

ne state ingluding a county, school corporation, sprcial

rleo, drainage district, un

peocporated Lown ot towrship,
municipality, ot runicipal corporation ot any agency, hoars,

¢r commission of the state or a polit:ical subdivision; any

agninistrative entity crcated pursuant to chapter 288; aop

electric power agency s defined in section 28F.2; and federal

si-public state entity that are

a. If a degositery is a savings and loan aascciation, a

savirgs bank, or an office of a savings and loap associaticn
or savings bank, thep the public deposits in those
depositories shall be secured pursuapt to sectionsg 453,16
through 453.19 and_sections 493.23 apd 453.24.

b. If a depositery is a bank, credit uvnion, or an office
the public deposits in those
depesitories shall be secuced parsuent to sections 49322

ot a bank or credit union, then

cesolved in favor of preventing the loss of pablic funds on
deposit in a deporitory.

Senate File 296, p. &

Sec. 3. Section 453,16, subsection 1, paragraph b, Code
198%, i3 amended to read as follows:

b, The deposirory inatitution may deposit, maintain,
pledge and assign for the bencfit of the public officer in the
Fanner provided in this chapter, securities approved by the
public officer, the mrarket value of which is not less thar one
hundred ten perceat of the total deposits of public funds
placed by that public officer in the depository institution.
The securities shall consist of any of the feollowing:

{1} Direct obligatiors of, or chligations that are insured
or fully guaranteed as to principal and inlerest by, the
Urited States of America or an agency or instrurentality of
Lhe United States of Amecica.

(2) Public bends or cbligations of thigs state or a
politscal subdavision of this state.

(3) Public bonds or obligarions of another state ocr &
political subdivision of another state whose bonds are rated
within the two highest classifications of prime as established
by at teast_ one of the standard rating services approved by
the superi

{3 4) To the extent of the guarantee, loans, obligat.ons,
or nontransferable letters of credit upon which tne payment of
principal and interest is {ully secuted or guaranteed by the
United States of Arerica or an agency or instrumentality of
the United States of America.

{5) First lien mocrtgages which are valued according to
practices acceptable to the treasurer of state.

Sec. 4. Section 453,17, subsection 1, paragraph ¢, Code
1983, is amencded to read as follows:

c. The securities shall be deposited with the federal
reserve nank of Chicage, Illineis or the federal home loan
bank of Des Moines, Iowa pursuant Lo a ballment agreement ot a
pledge custedy agreerent.,

Sec. 5. MNEW SECTION. 453.22 REQUIRED COLLATEKRAT,
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1. The depository shall pledge the requived collateral
securities to the treasurer of state by depositing the
ccllateral securities in restricted accounts of the treasurer
of state, including but not limited to pledge-custody
accounts, at a federal reserve oank, the United States central
credit union, a trust departrent of another comamercial bank or
with another Einancial institution which has been designated
by the treasurer of state that is not owned or controlled
directly or indirectly by the same depository ot hotding
ccmpany. The depository shall deliver tc the breasurer of
state a security agreement which provides the treasurer of
state with a valid and pecrfected security interest in the
required collateral. The macker walue of the tequired
collateral shall not be less thao one hundred ten percent of
the total public funds placed on deposit in the depository.

2. The treasurer of state shall adopt the following rules:

a. Providing for valuation of collateral if the macket
value of a security i3 not readily determinable,

b. Establishing reporting requirements.

¢. FEstablishing procedures for substituting different
secucities consistent with subsection 3.

4. ESstaplishing administrative procedures necessary Lo
implement this chapter and other rules as may be necessaty Lo
accomplish the purposes of this chapter.

e. Designating financial institutions eligible to be
custodian of pledged collateral.

f. tstablishing fec scheduies to cover costs invurred for
opening and closing accounts ard substitution of collateral.

1. The securities used to secute public deposits shall be
acceptable to the treasurer of state and shall be one or more
of the following:

a. Direct obligations of, or obligations that are insuced
oc fully guarenteed as o principal and interest by, the
United States of America Or an agency or instrunentality of
the United States of Amer:ca.

Senate File 296, p. 6

b. Public honds ot obligations of this state or a
political subdivision of this state.

¢. Public bonds oc obligations of another state or 2
political subdivision of another state whose bonds are tated
within the two highest classifications of prime as established
by at least one of the standard rating secvices approved by
the superintendent of banking pursuant to chapter 17A.

d. To the extent of the guacantee, lcans, obligatiens, or
contransferable letters of credit upen which the payment of
principal and interest is Eully secured or quacranteed by the
United States of America or an agency of inatrumentality of
the United States of America.

e. rtirst lien mortgages which are valued according to
practices acceptable to the treasurer of state.

f. Cotporate bonds rated within the two highest
classifications of prime as established by at least one of the
standard rating secvices approved by the superintendent of
banking pursuant to chapter 17A.

9. A tond of a surety corpany approved by the United
States treasuty depactment.

4. & depository may borrow collateral used for a pledge if
the collateral is Ecee of any liens, security interests,
claims, or encumbrances,

5. The superintendent of banking shall adopt rules for
uniform methods, documentation and forms for pledging requited
collateral securities by banks under this chapter.

Sec. 6. NEW SECTION. 453.23 PAYHENT OF LOSSES.

1. 7The pledging of securities by a depository pursuant to
this chapter constitutes consent by the depository to the
dispes:tion of the securities ia accordance with this section.

2. The depository and the security given for the public
funds in its hards are liable for payment it the depdsitory
fails to pay a check, draft, or warcant drawn by the public
officer or to account f[or a check, deaft, warcrant, order oc
certificates of depousit, or any public funds enirusted to it

98¢ '4'S
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if in Failing to pay the depository acts conktrary to the terms
of an agreement between the depository and the public body
treasurer.

3. 1If a depository is closed by its primary regulatory
officials, the public body with deposits in the depository
shall notify the treasurer of state of the amount of any claim
within thirty days of the closing. The treasure?d of state
shall implement the following procedures:

a. 1n cooperation with the responsible regulatory
officials for the depesitory, the treasurec shall validate the
amouat of public funds on deposit at the defaulting depository
and the amount of deposit insurance applicable to the
deposits.

b. The loss to public depositors shall be satisfied, first
through any applicable deposit insurance and then through the
sale of securities pledged by the defaulting depository, and
then the assets of the defaulting depository. The priority of
claims are those established pursuant to section 524.1312,
subsection 2., section 533.22, subsection 1, paragraph “b", ot
section 534.516. To the extent peimitted by federal law, in
tne distribution of an insolvent federally charteced
depository's assets, the order of payment of liabilities if
its ascets are insufficient to pay in full all its liabilities
for which claims are made shall be in the same order as for
the equivalent type of state chartered depository as provided
in section $24.1312, subsection 2, section $113.22, subsection
1, paragraph “b", ot section 534.516.

c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds atve distributed to the public
depositor av the rate the depository institution agreed to pay
on the funds creduced by the gortion of the funds which is
insured by federal deposit insurance.

d. If the loss to pablic funds is not covered by ingurance
and the ptoceeds of the failed depository’'s assetls which are
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liquidated within thirty days of the closing of the depository
and pledged collateral, the treasurer shall provide coverage
of the remaining loss as follows:

(1} 1f the loss was incurred in a bank, ther any furthec
payments to cover the loss will come from the state sinking
fund For public deposits in banks., 1€ the funds are
inadequate to cover the entire loss, then the treasurer shall
make an assessment against other banks who hold publie funds.
The assessment shall be determined by multiplying the total
arount of the remaining loss to all public depositors by a
percentage that represents the average of public funds
deposits held by all banks during the preceding twelve ronth
period ending on the last day of the month imrediately
preceding the month the depositery was closed. Fach banx
shall pay its assessment tO the treasurer within three
business days after it receives notice of assessment. If a
bank Fails to pay its assessment when due, the treasuret shall
satisfy the assessment by selling securities pledged by that
bank. 1Idle balances in the fund ace te be invested by the
treasurer with earnings credited to the fund. Fees paid by
panks for administration of this chapter will be credited to
the fund and the treasuret may deduct actuwal costs of
administration from the fund.

(2) If the loss was incurced in a credit union, then any
fucrther payments to covet the loss will come from the state
sinking fund for public deposits 1r credit unions. If the
funds are inadequdte to cover the entire loss, then the
treasurer sktall make an assessment against other credit uvnions
whe hold public funds. The assesarment shall be determined by
rultiplying the total ameunt of the remaining loss to public
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve month period ending on the last day of the
month imnediately preceding the month the depository was

closed. Each credit union shall pay its assessment to the
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tceasurer within three business days aftec it receives notige
of assescment. IE a crediz union fails to pay its assessment
when due, tne treasurer snall satisfy the assessoent by
selling secur:ties pledged by that credit union. Idle
palances in the fund are to be invested by the treasurer with
eatnings credited te the fund, Fees paid by credit unions for
administration of this chaptecr will be credited to the fund
ard the treasucer nay deduct actuwal costs of adninistration
from the fund.

(3) 1f the losa was incurred in a savings and loan oc a
savings bank, then any further payments Lo covers the losgs will

cone fror the state sinking fund for public depns:ts in
t

savings and ican associacions and savicgs wanks., U the funds
are inadequate to cover the encice logs, then the treasuret
skall maxe an assessment against other savings and loans and
savings banks who hold public funds. The assessrent shall be
determined by multiplying the total amount of the remairing
loss %o public depositors by a peccentage that represents the
averags of public funds depesits neld by all savings and lcans
and savings bane<s ducing the preceding twelve month pecicd
ending on the last day of the nonth imrediately preceding the
manth the depository was clesed. Fach savings and loan and
savings ban¢ ahall pay its asseszment to the treasarec within
tncee businecs days afrer it receives notice cf assessment.

If a savings ané loan or savings ban% fails Lo pay 1ts
assesement when due, the treasuter shall initiate & lawsuit o
collect the assessment. If a savings and loan assccliation or
a sav.ngs bank is found to have failed to pay the assessnent
as recuired by this subparagraph, the court shall order it te
pay the assessmeni, coutt COsts of the action, teasonable
attorney's fees based upon the amount ol time the attcooney
genecal's office spent prepating and brirging Lhe actica, and
reasonrable expenszes incurred by the treasures of state’s

office.
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e. Any amount realized from the sale of collateral
pursvant to paragraphs "¢V, subparagcaghs (1) and (2] in
excess of the amount of a depository's assessment, shall
continue to be held by the treasurecr, in the same interest
bearing investments available for public furds, as collatecal
until that depository ptovides substitute collateral or 1is
otherwise entitled te its release,

f. Following collection of the assessments, the state
treasurer shall distribute funds to the public depositors of
the falled depository according to their validated claims. If
the assets available are less than the total deposits, the
treasurer shall prorate the claims. & public depositor
receiving payment under this section shall assign 1o the
treasure:r any intecest the public depositor may have in funrds
that subsequently become available %o depositors of the
defaulting depositocy.

Sec. 7. T 453.24 LIABILITY.

wWhen public deposits are made in accordence @ith this
chapter, a public bedy depositing public funds or its agents,
employees, officers, and board members are exempt frcm
liability Eor any loss resulting from the loss cf a depesitory
in the absence of negigence, malfeasance, misfeasance or
nonfrasance on the patt of the official. I€ the tceasurec of
state sells a depository's collateral securities, the
depository shall deposit additional cellateral to meet
required collateral lewvels.

In making an assessment against depositories holding public
funds as a result of a failure, the treasucrer of state is
exenpt from any liadility for loss, danage Or expense Lo a
depository which has accepted public funds.

Sec, 8. HOW SECTION. 453.25 STATE SINKING FUNDS CREATED.

There are created n the treasucer of state's office the
Following funds:

1. & state sinking fund for public deposits in banks.
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2. A §state sicking fund fou public deposits in credit
unions .,

3. A state sinking fund for public depesits 1o savings ans
loan associationsg and savings banks.

The funds shall be used Lo receive and disperse mineys
pursuant to section 453.23, subsecrion 3, paragraph "c”.

Sec. 9. Section 524.1312, subsection 2, Code 1385, is
amended by striking the subsection and ingerting in Jieu
thereof the following:

2. ‘Tne payment of claims for pudblic funds decosited
pursuant to chapter 453 and the payment of clairs which ace
given priority by applicablie statutes. 1( the 2ss7ly &re in-
sufficient for payment of the c¢lairs in foll, tien mrrocity
shall be determined e&s specified by the stavates v, in the
absence of conflicting provisions, on & pis rala basis.

Sec. 10. Section §33.22, scbrectien 1, paragiaph b, Cuede
1985, is amended Ly striking Lne pacagraph and insastong i
lieu thereaf the following:

b. The payment of claims foy peblic funds Jupnrites
patsuant to chapter 453 and the payrcent of claims wnich ate
given priority by applicable statutes. If the assets ate in
sufficient Eor paynent ©f the craims in full, Lhen prioraty
shall be determined by the statutes &7, in the ebsanct oF ron-
flicting provisions, on a pro rata woes-s.

Sec. 11. Section 5314.30&, Code L98%, 138 arcinodd Lo vead as
follows:

534,308 SAVINGS LIABILITY -- CLASSES COF AUCGUNTS.

ne savings liability of an associatiorn 1% not Limited, but
consists only of the aggregate amourt of share accounts of its
nembers, plus dividends credited o the accoants, iess
redemption and withdrawal payments. Excepk as lirited by the
board of directors, a menver may make additions to the
member's shace account in the amounts andé at the times the
member elects. Share accounts shall be opened for cash, The

merbecs of an asscciation are not responsible for losses which
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its savings liability is not sufficient t¢ satisfy, and share
avcounts are not subject to assensment, nor ure Lhe hexlders of
shate accounts liable for unpaid ingtalleents oo thea:
accouits., Dividends shall ve declaced in accordance «ita tins
chaptar.

PARFGRAPH DIVIDED. An asscciation shall rot prefer one of
its share accounts over any othetr shate accceunt &u Lo Lbe
right to participate in dividends as to vime or arount, £¥Lept
that an association may classify its savings accounts
according to the lccation of the offices at which the agueounts
sre opened, the character, ancunrl ot daraticn ¢f the zccounts,
or the regulacity of addilicns to the accourts, ard ney agiee
in advance to pay en additional rare of earnings fou
particular classes of accounts such as a variable rate or
oonus foc saving larcer amounts, or fo: maintaining zovings
over a Jonger period of kime or with regularity. as determinegd
by the hoard of diteclovs. Howevet, all clesses of acccunts
stall be available to all qualifying mesbars. Tne boacd of
directors may alsd deterring Lhak earnings shall not be paid

on an account which has a withdrawabvle value 1n an awount iess

than f.fty dollars., Preference Ixcept ag provided in section
534.916, preference batween shar2 account members snall not be
created with cespect Lo the disrritution of assets ugon
voluntary or involuntary ligaidation, dissolutiog, ar wirding
ep of an asscciatiea. An asscciation shall nct contiact with
respect to the savings liability in 4 danner incoarisntent with
this chapter.

Sec. 12, HNEW SECTION. 594,518 PRIOARITY OF PURLIC FUNGS
UPON DISSOLUTION.

After payment of the cesis and experses of dissolutinn, the
ficst claim upon the assets of an association shail be the
clains for public funds deposited pursuant to chapher 4531 and
claims which ate giver priority by applicable statute. 1f the
assets are insufficiear for payrent of the claims in full,

then priority shall be determined as specified by the statutes
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or, in the absence of conflicting provisions, on a pro rata
basis.

Sec. 13. 1984 lowa Acts, chapter 1230, section 28, is
amended by striking the section and inserting the following:

SEC. 28. The treasurer of state shall transfer the state
sinking fund and the moneys contained in it upon the repeal of
chapter 454 to the state sinking fund for public deposits in
banks.

Sec. 14. Section 453.20, Code 1985, is repealed.
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