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A 8~ll FOR 

1 An Act relati~g to financial institutions, p~oviding rOf 

community rei~vestment standards :or ar.d reports fro~ state 

banks, state savings and loan associations, and state credit 

unions; conditioning permission fo~ certai~ actio~s, 

participacion in certain state programs, and eligibility [or 

deposit of public ~unds on a Eina~cial instit~tion's rating 

U:1d~r a cor:tmuni ty reir.~"estme:1t ra:ii1g system, at..:.thor izin9 the 

cirector of the depcrt~ent of commerce to adop~ rules fo~ the 

reports and a co~"unity ceinvest~ent rating syste~; ana 
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BE 

es:ablishing a co~~u~ity reinvestment tasK :orce. 

IT ENACTED 3" T"E GENERAL ASSEMBLY OF' '::'HE STATE OF IOWA: 
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c. 

'i;)epartrc':ent I; :T.2ans ;..;;2: de.;:-art.ment O~ COrP .. i";':e:Ce. 

'f?inancial i~s~itutioni' ~2an5 any of the fOliowing: 

A state Dan~ c~ganized in tnis sta~e or a~o~her state. 

A ~at~cnal ban~ing associatio:l. 

A savlngs an~ ~oan associQ~ion or other thrift 

:2 insli~urion organized in ~his state or anothe: sta~e. 

13 (1. 

:'4 :-:"aw. 

e. 

16 state. 

J 7 

18 

f. 

3. 

a. 

A sdvings and ~oa~ association organized under federal 

A credit union organ~zeri : ~ 
....11 thi.s state 0:- another 

A credit Ur.10r. organized under :ede~al law. 

"Regulator " means one or the following: 

The superintendent of the d~vision of ban~ing of the 

20 d2partmen;: of commerce for oa::ks organized or regulated under 

21 chapter 524. 

22 G. The superi~tendent of the d~visio~ of 5avi~gs and loan 

23 asscci2tions of the deparcffie~t of comnerce for savings and 

24 loan dssociations orga~ized or regulated unde~ cha?ter 534. 

25 c. The superintenden~ of the division of credit unions of 

26 tr.e depar::ment of cor:unerce for credit 'Jr.ions orga:1ized or 

27 requlated under chapter 533. 

23 Sec. 3. NEW SECTION. 525.3 COM..'lUNI':'Y REINVES·"','1ENT 

29 R2SPONSI3ILITY. 

~.; A financial institu~ic~ orga~ized or regulated ~nder 

__ ch~pters 524, 533, or 534 shall meec the credi~ ~eeds of the 

~L co~~~nity or co~~~nities i~ which it :s located, including 

~~ i0W-::)Co~e a~6 ~o6erate-income ~eighbo:hoods and :urdl areas 

~.~ ~~t~:~~ :he f~nancia: ~~st~=~tio~'s ba~ic service area, 

j) CG~SiS~e~~ with sa~2 d~ci sound cpe:ac~ons of the financial 
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1 111stitution. Low-:~come and mOGerate-income neighborhoods are 

2 areas i~ which low-i~ccme or moderate-income families as 

3 cefi~ed i~ sect:on 220.1, subsection 2, or lower-income or 

4 very low-income families defined ~n section 220.l, s~bsec:io~s 

5 3 and 4, comprise at least seve~ty percent cf the area's 

6 population. 

7 Sec. 4. ~EW S2C?ION. 525.~" ANNUAL CO~U.\liNlTY RSINVio:S':'M£N? 

8 DISCLOSURE REPORT. 

9 A Ei!lancial institution organized or regulated under 

iO chapters 524, 533, or 534, shall s~omic a~ annual ~epor~ ~o 

:1 the director of the departme~c of co~ne:cef in a ~o:m 

12 deter~ined by the direc~or, which describes the foliowing: 

13 1 • ?he credit needs of the commu~ity served by ~he 

14 financial institution, and the method by which this 

!S determination was made. 

2. The methods used to market to the co~munity the credit 

serVIces offered by the financial institution. 

3. A description of how services ac:ually provided by 

!9 financial institution sa[~sfied the needs described in 

20 st.;osection 1. 

21 , ., . The financial institution's participation ~n local, 

22 state, and federal business and economic development programs, 

23 small business assistance programs, programs addrEssing the 

24 
,.. . ., 
z. 1 nanc 1a.l. needs of minorities, and prog~ams that meet the 

25 specific credit needs of rural cO!Tlmunities, irocludins but !lot 

26 limited to, the rt..:ral eco:1omic development program and (he 

27 ru~al agricultural diversification linked deposit program. 

23 The director of the department of CO!f.r.lerce may specify by r:lle 

29 which programs must be incl~aed in the report . 

• ~" ,:1. fi:1ancial institutio:; sh~ll delineate cne local community 

.).l.. or ccm.i'u'J.nicie.3 that corr\p=~s2 its basic service area. The 

~2 bas~c 5e~vice area so clai~eci is subject to the approval of 

~~e depa;t~e~~ may order all 

34 ex?a~sion or contrac~ic~ c~ a !i~a~ciai ~nstitution's baSiC 
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. correspond to the te{::ccr! :~ face served by the institutio~. 

2 T~0 ~~epar~rnent 2ay 2~OP[ ~~:2S ~cr dete~~~natio~ of bas~c 

3 se:v~ce area based C~ ci ~~~~~c~al ~~s~i:~ti8n's Eac~lities: 

~ co~cent:ation of t~e i~sti~ut~cn'5 ~o::cwe:s 2r~d depositors. 

7 the ~obby of each of i~s ~a=iiities w~ich requests the public 

8 to submi-:-. comments tc t~~2 fir!z.;·;cial i,i:st:;.tLtlor: regard':'ng i~.s 

9 cOi11ffi;..nity lendi!1g ac~':;'vicies. Each Ins~ltutiol: sna:l ~aint~in 

~O a file open to public inspec~ion which co~tai~s ~~e five ~ost 

l.i. r<?ce:;r. Q~~ual comrr,:...;.::i'ty ::e~;:ves\:rr.er.~ discloSli.re repo!:-cs 1 

:2 pt..:!Jlic comments received 0:-. its ccrru-n~::ity ii":vest~ent 

14 

activities, 

Sec. 5. 

and the in5titu:io~ls response LO those cc~~e~ts. 

NEW SECTION. 525.5 CO~~GNITY RE:NVESTME~T 

15 J~SCL05CRE REQUIRE~El\'i'S. 

1,6 A financial institution with more than ten miillon dollars 

~7 of assets shall disclose as part of its annual ccmmunity 

:e reinvestment disclos~re ~e?ort the following: 

.. The number and aggregate dollar amount oE ~ouslng, 

)J c,:,nunercial, small business, age ic;'.Jlt',j(al, and cons:....::ner loa~s 

Li. originated in the state in which the f~nancla: ~ns:itution's 

22 principal place of business is located. 

2. The number and aggregate dollar amount at ~ollsing, 

24 conunercial, small business, agricultural., and consumer loans 

2S originated in this state. 

26 3. The number and aggregate dollar amount of ~ousing, 

27 comrnercial, small business, agricultural, and const.imer loar.s 

28 originated within low-income and moderate-income neighborhoods 

29 wi~hin the institutio~js basic service a~ea as determined :n 

30 section 525.4. The ciepart~ent of co~~erce may, by rule or 

J.L decisio:;., determine the geosraphic bour-.caries of law-income 

ail~ ~cdera~e-incc~e ~e:ghbor~oods withi~ the state, Or 

c:~teri~ for desigr.atir.~ low-:ncome ar.d ~oderate-income 

~2ighbo!hcods w~thin a fi~2~cia: in5tit~~ion's basic se~vice 

-.:,-
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Sec. 6. NEW SECTION. 525.6 REQUIREMENTS OF FINANC:AL 

2 INSTITUTIONS NOT REGULATED BY IOWA STATUTES FOR ?ARTICIPATION 

3 IN CERTAIN ?ROGR&~S. 

A financial institution operacing i3 Iewa a~d no~ organized 

5 or regulated under chapters 524, 533, or 534, sha~l meet the 

6 reporting requirements under sections 525.4 a!ld 525.5, a~d the 

7 ratings requirements under section 525.7 to be 21igible tor 

8 participation in programs O~ other privileges identified ~n 

9 section 525.8. 

Ie Sec. 7. NEW SECT:ON. 525. 7 COI/~~uNITY REINVESTMEN? ~AT'ING 

~l SYSTEM. 

l2 The director of the depa:cffie:1: 0: coremerce shall ado?'c 

13 rules, not iater than Jancary 1, 1989, ~O~ a community 

14 reinvestm~nt rating sys~2m for financia: i~stituticns, to be 

:5 based upon a review or the i~formation proviced in a tindncial 

"6 institution's annual co~"unicy reinves~mer.t disclosure report, 

i7 a~d other infor@atio~ wh~c~ the directo: £i~ds ~o be relevant. 

~3 The system must at :east provide for a ~inimu~ acceptable 

19 co~~unity reinvest~ent rati~g and a top ratIng for exeffi?ldry 

20 community reinvestmen~, and tr:e ratings and a~r~ual community 

2l rei~vestmer.L disclosure reports shall be public information. 

22 The rating system may contain more steps than an unacceptable 

23 rating, a minimum acceptable rating, and an exempla~y rating. 

24 Sec. 8. NEW SECTION. 525.8 ELIGIBILITY ?OR ?ARTICIPATION 

25 IN CERTAIN STATE PROGRMIS CONDITIONED ON COMl',UNITY 

26 REINVESTMENT GUIDELI~ES. 

27 After July 1, 1989, unconCitior.al eligibility for Einancial 

28 ~nstitutions to participate in ~he following programs is 

29 conditioned upoc; 2chlevi:19 a m:'nimum acceptable cO!l'u-:lunity 

~o :ei~v2sc~ent rating un~e: aection 525.7, and preference stlall 

~~ ~e give~ to f:nancia: ins~i~~tio~s achievi~g hisher ratings, 

32 with :he higtest pre~erences given to financial ins~itutiol:S 

33 with exemplary ratings! 

'. 34 ~. :leposir. oE pu,,",ic f",;:cs, i.~c::.:d::'ng scate treasury funds 

35 an~ ~~e f~nds of politica: s~~d~visions. 

-4-



s.:. 

2 • 

2 3. 

, ... ,.-, .1.-
-" # ., 

State loan gU2ra~~e~ p~cg:am5. 

State interest rate buy-dow~ programs. 

Otner fi~dncial p:oS~~~s oete:ed t~rough the ~se of 

.4 stat.e funds. 

~ A ~inanciai institutioi: not r~ce~v~ng a rnini~ure acceptabie 

6 CO':il17\~;iity reinvestmei!t: ::~Ci~S f.:dY receive conciitional 

7 eligibi:ity for such prcgca2s provided that ~he financial 

8 institutio!1 develops a pcoposal for improving its corrunu~i.ty 

9 reinvestment rating to an eccepcable level wit~in a period of 

10 no more than two years and the proposal is approved by the 

11 di~ecto: of the depa:t~ent of co~~erce. 

12 After July 1. 1989. e:igibility Ear a f:~anclal inst:cution 

to 0htend its service ter~i~Q:YI acq~ire or ~erge with a~other 

:4 fi~al1cial institution, build 0:- acquire a new Eacility, 

15 tr~nsEer a home office, or other actio~ requiring approval of 

16 th~ financial institution's state regulator is cc~ci~ioned 

: 7 upon achi.eving at least a ffiln:.:num a.cceptable COI':'lllU:-.i ty 

~8 reinvestment rating. ~he director may ~Y r~le co~citior. 

:9 approval or degree of approval ~Gr an action teGu~ring a 

20 regulator's approval on highec cormr:U111ty rein'"est::l2n, ra:ings. 

21 ~he regulator may grant approval for an actiun of a Einanc:ai 

22 institution receiving less than an acceptabie co~~un:ty 

23 reinvestment rating if the reg~lator finds that the action is 

24 an essential part of a proposa: approved by the director for 

25 

26 

27 

improving 

rating to 

two years. 

the financial institution's community reinvestment 

an acceptable level withi~ a period of no more than 

28 Sec. 9 . NEW SECTION. 

29 ?ORCE ESTABL!SnED. 

525.9 COMMUNITY REINVESTMENT TASK 

]0 A community reinvestment ~ask force :5 established to 

3l recorr~end 0 co~~unity reinvestment rating system to the 

~2 director of the depa:t~ent of com~erce which will encourage 

33 '::'i.nancial ii:stitutic:is ':0 i~ves;:. in their com.munities and to 

3( mee'[ the req:uireme~ts of :::-:.e :owa cOlL'u"Tiunity reinves;:.me:;t act. 

~~ ~~e task :O~Ce shall &150 reco~~e~d appropriate uses of a 
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1 rating system including l~cen~ives and disincentives ~Qr 

2 various levels of perfor:nar:ce. '!'"t:e comrnunity (einvest~er.t 

3 task force consists of seven individuals selecte~ for ~heir 

4 knowledge of t~e financiai needs of Iowa's business, farm, and 

5 consumer cO~Tiunitiesf witr. no~e haviPog a finQncial :nterest l~ 

6 or position with a financ:~l ~nstitutio~. The ffiajority anJ 

7 

8 

9 

10 

minority 

minori-':'y 

appoint 

members 

leacers in the se~ate, a~c the speaker and the 

leader in the house of represe~tatives shall each 

Olle member and the governor shall appoint three 

of the ~ask :orce. The ~ask :orce shall report its 

:1 recommendations to the director of the cepartment of COITJr!e!:"ce 

12 not later than July 1, 1938. and shall submit proposed <LIles 

:'3 to implement :he ~ecommendations. The department of comrr,erce 

14 and the legislat:ve service burea~ shall provide staff s~pport 

15 to the task force. 

16 EXPLANATION 

17 This bill provides :or an Iowa co~~unity reinv2stment act. 

18 The bill would require state banks, state savlngs and loan 

19 associations, and stace c:edi~ unions to submit an a~n~aJ 

20 community reinvestmenc disclosure report wich required 

21 analyses and disclosures, including but no~ :~mited to 

22 aggregate amounts of a variety of ~oan classiEic~tions. A 

23 community reinvestu,cnt rating system wou::"d be adopted by rule 

24 by the depar~me~t of con~erCe with the guida~ce of a community 

25 reinvestment task force to be appointed by the leac2rshlp of 

26 the general assembly and ~he governor. Regulatory approvdl 

27 for certain actions by financial institutions, a ~indnciai 

28 institution's degree of participatio~ i~ certain gover~ment 

29 programs, and eligibility ~or deposit of public funds, wO:Jld 

30 be cO:1citioned upon t:"1e corr..m~nity ~einvestr;:ent rating :eceived 

3~ by that Zi3ancial ~nst:~uc~on. Nationai banks, federal 

32 s2v:ngs and ~oan ass~cia~~o~s, and federal credit ~lnio~s wo~ld 

23 nave co vOlunta~il.y :?.:::';:ic':'pa;:e in 'cr-.e COIlLfiiun:i..ty reir~vestment 

34 ra~ing process to b~ eligib:e to e~joy the sane privileges and 

35 participate in the same ?rcgrams. 
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