1
2
3
4
S
6
7
8

9
10
11
12
13
i4
18
16
17
18
19
29
21
22
23
24
25

senaTe rILE Yo f

TILED MAR191987 BY COMMITTEE ON COMMERCE

(formery SSB 3AR)

dppretb (g 795 4

Passed Senate, Date 4. 2.77¢3 .7 ) Passed House, Date
4
Vote: Ayes +<« Nays s Vote: Ayes Nays a

Approved

A Bill FOR

An Act relating to electronic funds transfars by providing for
limiting liability of firancial institutions for unauthorized
electronic funds transfers involving the customer's account,
altering restrictions on the establishmeni, location, and use
of satellite terminals, adding definitions, and requiring that
all satellite terminals in thls state or their data processing
centers be directly connect2d to a central routing unit.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THEE STATE OF IOWA:
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Section 1. Section 527.2, subsection 2, Code 1987, is .

amended to read as follows:
2. "Data processing center" means a facility, wherever

located, at which electronic impulses or other indicia of a
transaction originating at a satellite terminal are received
and are processed in order to enable the satellite terminal to

perform any function for which it is designed. However, "data
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processing center" does not include a facility which is

9 directly connected to a sateilite terminal and which performs

10 only the functions of direct transmission of all reguested

11 transactions from that terminal to a data processing facility

12 without performing any review of the requested transactions

13 for tne purpose of categorizing, separating, or routing.
14 Sec. 2. Section 527,2, Code 1987, is amended py adding the

15 following new subsections:
16 NEW SUBSECTION. &. "Municipal corporation"” means an

17 incorporated city. .
is NEW SUBSECTION. 8. ‘"Unincorporated area” means a location

19 within this state not within the boundaries of a2 municipal
20 corporation.

21 NEW S£UBSECTICON. 10. "On-.ine real time basis" means the
22 immed:ate and instantanecus delivery or ceturn c¢f an

23 individual message through transmission of electronic

24 im;ulses.

25 NEW SUBSECTION. 1l. "Batch basis" means the periodic

26 delivery of an accumulation of messages representing

27 electronic funds transfer transactions authorized or reiected

28 by the customer's financial institution at a prior time.

29 Sec. 3. Section 527.4, subsection 3, paragraph a, Code

30 1987, 1s amended by striking the paragraph and inserting in

31 lieu thereof the folliowing:

32 3. a. A financial institution may establish any number of

33 satellite terminals in any of the following locations:

34 {1} Within the boundaries of a municipal corporation if .
35 the principal place of business or an office of the financial

__l_




institution is also located within the boundaries of the
municipal corporatiocn.

(2} Within an urban complex composed of two or more Iowa
municipal corporations each of which is contiguous to or
corners upon at least one of the other municipal corporations
within the complex if the principal place of business or an

office of the financial institution is also iocated in the

urban complex.

(3) Within the unincorporated area of a county in which
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the financial institution has its porincipal place of busi. 2355

or an office,
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(4) Within a municipal corporatien lcocated in the same
county as the principal place of business or an office ¢f toe

financilal instituetion i notner financlal institution has not
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business or an office wil
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by a writien agreement between the controlling financial
institution and the person controlling the physical location
at which the satellite terminal is placed. The written
agreement shall specify all of the terms and conditions,
including any fees and charges, under which & the satellite
terminal is placed at that location. In-the-event-a If the
satellite cerminal is a multiple use terminal, the written
agreement shall specify, and may limit, the specific types of
transactions incicdental to the conduct of the business of a
financial institution which may be engaged in through that
terminai.

Sec. 5. Section 527.5, subsection 3, Code 1987, is amended
to read as follows:

3. An informational statement shall be filed and shall be
maintained on a current basis with the administrator by the
financial institution controlling the a satellite terminal in
this state, which sets forth all of the following:

a. The name and business address of the controlling

financial institutions.
b. The locaticn o5f the satellite terminair.
& schedule of the charges which will be reguired to be

c.
paid by any a financial i1nstitution utilizing the satellite
terminals-and.

4. An agreement witn the administrator that the financial
inctitution controlling the satellite terminal will maintain
that satellite terminal in compliliance with the-provisiens-of
this chapter.

The informational statement shall be accompanied by a copy
of the written agreement required by subsection 1. The
informational statement also shall be accompanied by a
statement or copy of ary agreement, whether oral or in
writing, between the controiling financial institution and any
& data processing center or any a central routing unit, unless
cperated by or solely on behali of the controlling firanciai

institution, by which transactions originating at that

-3
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terminal will be received.
Sec. 6. Section 527.5, subsection 4, Code 1987, is amended

to read as follows:
4. Phe A satellite terminal in this state shall not be

attended or operated at any time by an employee of any a
financial institution or an affiliate ¢of a financial
institution, except for the purpose of instructing customers,
on a temporary basis, in the use of the satellite terminal,
for the purpose of testing the terminal. or for the purpose of
transacting business on the employee's own behalf.

Sec. 7. Section 527.5, subsection 5, Code 1987, is amended

to read as follows:

S. ®me A satellite terminal in this state shall bear a
sign or lebel identifying each type of financial institution
utllizing the terminal. A satellite terminal location in this
state shall not pbe used to advertise individual financial
institutions or any a group of financial institutions.

However, 1f a satellite terminal is located inside or

consolidated into the wall of the principal place of business

Ccr any oitner authorized office of the financial institution

which has establiished the terminal, the satellite terminal may

bear a sign or other advertisement of the establishing

institution. The administrator is-empowered-te may authorize

auek methods of identification as the administrator deems
necessary tc enable the general public to determine the
accessibility of the a satellite terminal.

Sec. 8. Sectlon 527.5, subsection 8, paragraph a, Code
1987, is amended to read as fcllows:

8. a. A satellite terminal in this state shall not be

operated irn ary a manner to permit a perscn to credit &ny &
demand deposit account, savings account, share account, or any
cther account representing a liability of a financial
institution, 1f that financiail institution is located outside
cf this state.

Sec. 9. Section 527.5, Code 1987, is amended by addinrg the
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foillowing new subsection:
NEW SUBSECTION. 9., &. Satellite terminals located in

this state shall be directly connected to either of the
fcllowing:

(1) A central routing unit licensed pursuant to this
chapter.

(2) A data processing center which is directly connected
to a central routing unit licensed pursuant to this chapter.

b. If a data processing center which is directly connected
to a satellite terminal located in this state does not
authorize a transaction originated at that terminal, the
transaction shall be immediately transmitted by the data
processing center to a central routing unit licensed pursuant
to this chapter, unless one of the following applies:

(1) The transaction is not authorized because of a
mechanical Ffailure of the data processing center or satellite
terminal.

(2) The transaction does not affect a deposit account held
by a financial institution with its principal office 1in this
state.

¢. This subsection does not limit the authority of a data
processing center to authorize or reject transactions
reguested by customers of & financial institution pursuant to
an agreement whereby the data processing center authorizes or
rejects regues:ied transactions on behali of the financiail
institution and provides to the financial institution, on a
batch basis and not on an on-line real time basis, information
concerning authorized or rejected transactions of customers of
the financial institution.

Sec. 1C. Section 527.8, subsection 1, Code 1987, is
amended to read as follows:

1. &s a condition of exercising the privilege of utilizing
a satellite terminal, a financial institution shati-be is
liable to each of its customers for all losses lncurred by

ageh the customer as a result of the transmission or recordirg

-5
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of electronic impulses as a part of a transaction not
authorized by 3ueh the customer or to which the customer was
not a party. However, #n-tike-event 1f the financial
institution has provided the customer with a physical object
or other method ¢f engagirg in a transaction at a satellite
terminal which is unique to the customer, and losses are
incurred by the customer as a result of the theft, loss or
other compromise of that physical object or other method of
engagemaent, the liability of the financial institution
pursuant to this section shall not include the first fifty
doilars of any losses incurred priocr to the time the customer
notifies the financial institution of such the theft, loss or
compronise.

Sec. 11. Section 327.9, subsection 2, Code 1987, is
amended by adding the following new lettered paragraph:

NEW LETTERED PARAGRAPH, f. A representaticn and

undertaking that the proposed central rcuting unit is directly
connected Lo every data processing center that is directly
connected to a satellite terminal located in this state, and
that the proposed central routing unit will provide for direct
connection in the future with any data processing center that
becomes directly connected to a satellite terminal located in
this state.

Sec. 12. Section 527.9, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 5. a. Effective July 1, 1987, a person

owning or operating a central routing unit authorized under
this section shall include public representation on any board
setting policy for the central routing unit. Four public
members shall be appointed to the board in the foilowing
manner :

(1) Two members shall be appointed by the superintendent
of banking.

(2} One member shall be appointed by the administrator of

tne credit union depar:iment,
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{3) One member shail be appointed by the supervisor of
savings and loan associations.

b. The superintendent of banking, administrator of the
credit union department, and the supervisor of savings and
loan associations shall form a committee to set, 1in
conjunction with the entity owning or operating the central
routing unit, the term of office, the rate of compensation,
and the rate of reimbursement for each public member.

However, the public members shall be entitled tc reasonable
compensation and reimbursement from the board.

c. FEach public member is entitled to all the rights of
participation and voting as any cther member of the board.

The public members are to represent the interest of consumers
and the business and agricultural communities in establishing
policies for the central routing unit.

d. It 1s the intention of the general assembly that the
ratio of public members to the overall membership of the board
shall nout be less than one public member for each seven
members c¢f the board. If the number of members on the board
is lncreased, then tne nuiiber of members appointed pursuant to
paracraph "a" shall be increased to maintain *he minimum
ratio. In this event, a committee composed of the
superintendent of bacnking, the administrator of the credit
union department, and the supervisor of savings and loan
assoclations shall anpoint additional public members 1n order
to maintain the minimum ratio.

e. An individual shall not be appointed as a public member
pursuant to this subsection 1f the individual is directly
employed by a financial institution doing business in this
state.

EXPLANATION

This bill alters the restrictions on sateliite terminal
location and advertising. This bill also provides for certain
geographic operating restrictions on satellite terminals,

expands the definition of a "data processing center"™ and adds

-7 =
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other definitions. It contains a requirement that ail
satellite terminals in this state or their data progessing
centers pbe directly connected to a central routing unit
licensed pursuant to chapter 527, and provides for a policy-

setting board for a central routing unit.

LSB 2838sC 712
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SENATE FILE
BY (PROPOSED COMMITTEE ON
COMMERCE BILL)

Passed Senate, Date Passed House, Date

Vote: Ayes Nays Vote: Ayes Nays

Approved

A BILL FOR

An Act relating to electronic funds transfers by providing for
limiting liability of financial institutions for unauthorized
electronic funds transfers involving the customer's account,
altering restrictions on the establishment, location, and use
of satellite terminals, adding definitions, and requiring that
all satellite terminals in this state or their data processing
centers be directly connected to a central routing unit.

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

TLSB 28385C 72
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Section 1. Section 527.2, subsection 2, Code 1987, is
amended to read as follows:

2. "Data processing center" means a facility, wherever
located, at which electronic impulses or other indicia of a
transaction originating at a satellite terminal are received
and are processed in order to enable the satellite terminal to

perform any function for which it is designed. However, "data
processing center" does not include a facility which is
directly connected to a satellite terminal and which performs

only the functions of direct transmission of all requested
transactions from that terminal to a data processing facllity
without performing any review of the requested transactions

for the purpose of categorizing, separating, or routing.
Sec. 2. Section 527.2, Code 1987, is amended by adding the

following new subsections:
NEW SUBSECTION. 8. ‘"Municipal corporation” means an

incorporated city.
NEW SUBSECTION. 9. "“Unincorporated area"” means a location

within this state not within the boundaries of a municipal

corporation.
NEW SUBSECTION. 10. "On-line real time basis" means the

immediate and instantaneous delivery or return of an
individual message through transmission of electronic
impulses.

NEW SUBSECTION. 1l1. "Batch basis" means the periodic
delivery of an accumulation of messages representing

electronic funds transfer transactions authorized or rejected
by the customer's financial institution at a prior time.

Sec., 3., Section 527.4, subsection 3, paragraph a, Code
1987, is amended by striking the paragraph and inserting in
lieu thereof the following:

3. a. A financial institution may establish any number of
satellite terminals in any of the following locations:

{1) Within the boundaries ¢of a municipal corporation if

the principal place of business or an office of the financial

-1-
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institution is also located within the boundaries of the
municipal corporation.

(2) Within an urban complex composed of two or more lowa
municipal corporations each of which is contiguous to or
corners upon at least one of the other municipal corporaticons
within the complex if the principal place of business or an
office of the financial institution is also located in the
urban complex.

(3) Within the unincorporated area of a county in which
the financial institution has its principal place of business
or an office.

(4) Within a municipal corporation located in the same
county as the principal place of business or an office of the
financial institution if another financial institution has not
located its principal place of business or an office within
the municipal corporation.

A financial institution shall not establish a satellite
terminal at any other 1ocation'except pursuant to an agreement
with a financial institution which is authorized by this
paragraph "a" to establish a satellite terminal at that
location and which will utilize the satellite terminal at that
location. This paragraph "a" does not amend, modify, or
supersede any provision of chapter 524 regqulating the number
or locations of bank offices of a state or national bank, or
authorize the establishment by a financial institution of any
offices or other facilities except satellite terminals at
locations permitted by this paragraph "a".

Sec. 4. Section 527.5, subsection 1, Code 1987, is amended
to read as follows:

1. Baeh A satellite terminal in this state shall be
established and controlled by a single financial institution
which shall have-the-duty-of-maintaining maintain the
location, use, and operation of the satellite terminal,

wherever located, in compliance with Ehis chapter. The use
and operation of each a satellite terminal shall be governed

-2-
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by a written agreement between the controlling f£inancial
institution and the person controlling the physical location
at which the satellite terminal is placed. The written
agreement shall specify all of the terms and conditions,
including any fees and charges, under which a the satellite
terminal is placed at that location. ZIn-the-eveat-a If the
satellite terminal is a multiple use terminal, the written
agreement shall specify, and may limit, the specific types of
transactions incidental to the conduct of the business of a
financial institution which may be engaged in through that
terminal.

Sec. 5. Section 527.5, subsection 3, Code 1987, is amended
to read as follows:

3. An informational statement shall be filed and shall be
maintained on a current basis with the administrator by the
financial institution controlling the a satellite terminal in
this state, which sets forth all of the following:

a. The name and business address of the contreolling

financial institutions.

b. The location of the satellite terminals.

¢c. A schedule of the charges which will be required to be
paid by anmy a financial institution utilizing the satellite
terminal;-and.

d. An agreement with the administrator that the financial
institution controlling the satellite terminal will maintain
that satellite terminal in compliance with the-provisiens-of
this chapter.

The informational statement shall be accompanied by a copy
of the written agreement required by subsection 1. The
informational statement also shall be accompanied by a
statement or copy of any agreement, whether oral or in
writing, between the controlling financial institution and any
a data processing center or anry a central routing unit, unless
operated by or solely on behalf of the controlling f£inanclal
institution, by which transactions originating at that

-3-
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terminal will be received.
Sec. 6. Section 527.5, subsection 4, Cecde 1987, is amended

to read as follows:
4. The A satellite terminal in this state shall not be

attended or operated at any time by an employee of any a
financial institution or an affiliate of a financial .
institution, except for the purpose of instructing customers,
on a temporary basis, in the use of the satellite terminal,
for the purpose of testing the terminal, or for the purpose of
transacting business on the employee's own behalf.

Sec. 7. Section 527.5, subsection 5, Code 1987, is amended
to read as follows:

5. @Phe A satellite terminal in this state shall bear a
sign or label identifying each type of financial institution
utilizing the terminal. A satellite terminal location in this
state shall not be used to advertise individual financial

institutions or any a group of financial institutions.
However, if a satellite terminal is located inside or

consolidated into the wall of the principal place of business
or any other authorized office of the financial institution
which has established the terminal, the satellite terminal may
bear a sign or other advertisement of the establishing
institution. The administrator ts-empewered-to may authorize
sueh methods of identification as the administrator deems
necessary to enable the general public to determine the
accessibility of the a satellite terminal.

Sec. 8. Section 527.5, subsection 8, paragraph a, Code
1987, is amended to read as follows:

8. a. A satellite terminal in this state shall not be

operated in any a manner to permit a person to credit any a
demand deposit account, savings account, share account, or any
other account representing a liability of a financial
institution, if that financial institution is located outside
of this state,.

Sec. 9. Section 527.5, Code 1987, is amended by adding the

-4~
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following new subsection:
NEW SUBSECTION. 9. a. Satellite terminals located in

this state shall be directly connected to either of the

following:

(1) A central routing unit licensed pursuant to this
chapter. .

(2) A data processing center which is directly connected
to a central routing unit licensed pursuant to this chapter.

b. If a data processing center which is directly connected
to a satellite terminal located in this state does not
authorize a transaction originated at that terminal, the
transaction shall be immediately transmitted by the data
processing center to a central routing unit licensed pursuant
£o this chapter, unless one of the following applies:

(1) The transaction is not authorized because of a
mechanical failure of the data processing center or satellite
terminal.

{2) The transaction does not affect a deposit account held
by a financial institution with its principal office in this
state.

c. This subsection does not limit the authority of a data
processing center to authorize or reject transactions
requested by customers of a financial institution pursuant to
an agreement whereby the data processing center authorizes or
rejects requested transactions on behalf of the financial
institution and provides to the financial institution, on a
batch basis and not on an on-line real time basis, information
concerning authorized or rejected transactions of customers of
the financial institution.

Sec. 10. Section 527.8, subsection 1, Code 1987, is
amended to read as follows:

1. As a condition of exercising the privilege of utilizing
a satellite terminal, a financial institution shaii-be is
liable to each of its customers for all losses incurred by

suel the customer as a result of the transmission or recording
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of electronic impulses as a part of a transaction nct
authorized by sueh the customer or to which the customer was
not a party. However, in-the-event if the financial
institution has provided the customer with a physical object
or other method of engaging in a transaction at a satellite
terminal which is unigque to the customer, and losses are
incurred by the customer as a result of the theft, loss or
other compromise of that physical object or other method of
engagement, the liability of the financial institution
pursuant to this section shall not include the first fifty
dollars of any losses incurred prior to the time the customer
notifies the financial institution cf sueh the theft, loss or
compromise.

Sec. 11. Section 527.9, subsection 2, Code 1987, is
amended by adding the following new lettered paragraph:

NEW LETTERED PARAGRAPH. f. A representation and
undertaking that the prcposed central routing unit is directly
connected to every data processing center that 1s directly

connected to a satellite terminal located in this state, and
that the proposed central rcuting unit will provide for direct
connection in the future with any data processing center that
becomes directly connected to a satellite terminal locatecd in
this state.

Sec. 12. Section 527.9, Code 1987, is amended by adding
the fcllowing new subsection:

NEW SUBSECTION. 5. a. Effective July 1, 1987, a person
owning or operating a central routing unit authorized under
this section shall include public representation on any board

setting policy for the central routing unit. Four public
members shall be appointed to the bocard in the following
manner:

(1) Two members shall be appointed by the superintendent
of banking.

(2) One member shall be appointed by the administrator of
the credit union department.
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(3) One member shall be appointed by the supervisor of
savings and loan associations.

b. The superintendent of banking, administrator of the
credit union department, and the supervisor of savings and
loan associations shall form a committee to set, in
conjunction with the entity owning or operating the central
routing unit, the term of cffice, the rate of compensation,
and the rate of reimbursement for each public member.
However, the public members shall be entitled to reasonable
compensation and reimbursement from the board.

c. Each public member is entitled to all the rights of

participation and voting as any other member of the board.

The public members are to represent the interest of consumers
and the business and agricultural communities in establishing

policies for the central routing unit.
d. It is the intention of the general assembly that the

ratio of public members to the overall membership of the board

shall not be less than one public member for each seven
members of the board. If the number of members on the board

is increased, then the number of members appointed pursuant to

paragraph "a" shall be increased to maintain the minimum
ratio. In this event, a committee composed of the
superintendent of banking, the administrator of the credit
union department, and the supervisor of savings and loan

associations shall appoint additional public members in order

to maintain the minimum ratio.

e. An individual shall not be appcinted as a public member

pursuant to this subsection if the individual is directly
employed by a financial institution doing business in this

state.
EXPLANATION
This bill alters the restrictions on satellite terminal
location and advertising. This bill alsc provides for certain

geograpnic operating restrictions on satellite terminais,

expands the definition of a "data processing center" and adds

-7-
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other definitions. It contains a requirement that all
satellite terminals in this state or their data processing
centers be directly connected to a central routing unit
licensed pursuant to chapter 527, and provides for a policy-
setting board for a central routing unit,.

LSB 2838sC 72
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SENATE 10
April 1, 1987

SENATE FILE 461

O oo~k

Amend Senate File 461 as follows: _

1. Page 1, line 13, by inserting after the word
"routing." the following: ""Categorizing" means the
process of reviewing and grouping of requested
electronic funds transfer transactions according to
the source or nature of the reguested transaction.
"Separating” means the process of interpreting and
segregating reqguested electronic funds transfer
transactions, or portions of such transactions, to
provide for processing of information relating to such
requested transactions or portions of such
transactions. "Routing” means the process of
interpreting and transmitting requested electronic
funds transfer transactions to a destination selected
at the time of interpretation and transmission from
two or more alternative destinations."”

2. Page 2, by striking lines 30 through 31 and
inserting the following:

"l. Eaeh A satellite terminal shait in this state
may be established and-ecentrolled by a-stingie one or
more financial tnatitutien institutions. The
establishing financial institutions shall designate a
single controlling financial institution”.

3. Page 3, by inserting after line 11 the
following:

"Sec. . Section 527.5, subsection 2, Code 1987,
is amended to read as follows:

2. The satellite terminal shall be available for
use on a nondiscriminatory basis by any other
financial institution which has its principal place of

.business within this state, and by all customers who

have been designated by a financial institution using
the satellite terminal and who have been provided with
a physical object or other method, approved by the
administrator, by which to engage in electronic
transactions by means of the satellite terminal. No
financial institution shall be required to join, be a
member or shareholder of, or otherwise participate in
any corporation, association, partnership, co-
operative or other enterprise as a condition of its
utilizing any satellite terminal located within this

-state. However;-for-purpeses-of-compiying-with-this

subsection;—a-satetitte-rerminat-which-ts-estabiished
and-controtied-by-a-bank-ta-net-required-to-be
avattable-for-use-by-any-savings—and-lecan-asseetation
or-eredit-unton-or-industriakr-tocan-companyr-and-one
establtshed-and-controtted-by-a-savinga-and-ioan
associtation-is-nok- requtred to-be-avaiipbte-for-use-by
a-bank-or-eredit-union-or-industriat-ioan- company;-and
ene-estabiished-and-controtied-by-a-credit-untony-+is




S-3341, Page 2

. 1 not-reguired-to-be-avaiiabte- fer-vae-by-a-bank-er
- 2 savings-and-ioan-gssocrarron-or-radustrrat-iecan
3 companyr-and-one-estabiished-by-an-tnduszvriat-toan
§ company-ifs-net-reguired-to-be-avaiiadie-Sor-use-by-e
S bank-cr-savings-and-ican-associatren-ar-credir-uniens”
6 4. Page 4, by striking ines 18 cznrough 23, and
7 inserting the foliowing: “However, a satellizte
8 termingl shall bear a sign or label no larger than
9 three inches by twc inches iden itifying the name,
10 address, anc telephone number of the owner of the
11 satellite terminal. The administrator t3-empowered-to
12 may authorize"
y 1T 5. Page 4, by striking lirnes 29 thirough 34 and

14 inserting the following:

15 "Br-av--A-sateiirte-terminel-shazz-ret-be-eperated

16 in -any-nanner-to- pe—ﬂ**—a person-to-credit-any-demand

17 deposst-gecounty-3avings-accounty-skare-gececount-or-an

18 okhers- accc*n“-—esresc“5:ng-a—*:ab~~~'y—of—a-:inancLai

19 :nsttt:*~o~-—:c thet-financtat-institutron-:3-tocated

- 20 ratde-of-thia-abacecs”
N 21 6. Page 5, line 5, by striking the wo:d

22 "licensecd" and inserting the following: “approved",.

23 7. vPage 5, line 8, by striking the word

24 "licensed” and inserting the following: “approved".

25 8. Page S5, line 11, by inserting after the word

26 "authorize" the following: "or tEJQC”"

27 9. Page 5, line 13, by striking the word

28 "licensed" and inserting the following: ‘“approved".

29 10. Page 6, line 29 by inserting after the word

30 "Four” the following: "or five".

31 11. Page 7, by inserting after line 2 the .

32 following: '

33 “{4) If an industrial loan company is connected Lo ,

34 the central routing unit, one member shall be :

35 appointed bv the superintendent of banking." E

36 12. Page 7, line 28 by inserting after the i

37 "individual” the following: "is a director of a i

38 financial 1lastlitution or"

39 13. By renumbering as necessary. !
5-3341 . ’
Filed Marcho_}} 1987 BY EDGAR H. HOLDEN
A- ddpld & - #/3(§r9¢%) SonaTE PILE 461
5-3339

% z Amend Senate File 461 as follows:
2 l. Page 1, line 34, by strixing the words
3 "municipal corporation" and inserting “he following:
4 "county".
5 2. Page 2, line 2, by striking the words
6 "munlicipal corporati and lnserting the fol.lcowing:
7 "county".
& 8 3. Page 2, by striking lines 3 throuch 22 and
9 inserting the following:
10 "(2) Within a county which 1s contiguous to or
11 corners upon a county in which the principal pl.Lace of
12 business or an coffice of tne financial institution is .
13 located.
14 This Lettered paragrapn dces no: amend, mcdify,
15 or".

5-3339
Fi lcd Marcl 31, 1987 BY EDGAR H. HGLDEN
Ao O;"’ & \mwd o fo e f’és TR
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SENATE 2
April 2, 1987
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27
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31
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39

SENATE FILE 461

Amend Senate File 461 as follows:

1. Page 1, by inserting after line 28 the
following:

“Sec. . Section 527.3, Cecde 1987, is amended by
adding the following new subsection:

NEW SUBSECTION. 5. An administrator may conduct
hearings and exercise any other appropriate authority
conferred by this chapter regarding the operation or
control of a satellite terminal upon the written
request of a person, including but not limited to, a
retailer, financlal institution, or consumer.,"”

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

"{S5) At any location within this state if the
satellite terminal is not designed or configured to
accept deposits or dispense cash, script, or other
negotiable instruments, and if the satellite terminal
is utilized for the purpose of maxking payment to a
retailer for goods or services purchased at the
location of the satellite terminal."

3. Page 7, by inserting after line 30 the
following:

"Sec. . Sectlon 527.10, Code 1987, is amended
by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. A& financial institution,
data processing center, central routing unit, or other
person shall nct disseminate any information relating
to the use of a multiple use terminal without the
written authorization of the owner or operator of the
terminal or the financial institution contrelling the
terminal. This sectlion shall not, however, prohilbit
or restrict the use of information received in the
processing, authorization, or rejection of a regquested
electronic funds transfer transaction, where such use
is necessary or incidental to the processing,
authorization, or rejection, or to reconciling
disputes or resclving questions raised by a retailer,
financial institution, consumer, or any other person
regarding the transaction.”

40 4. By renumbering as necessary.
5-3350
Filed April 1, 1987 BY PATICK J. DELUHERY

éh#fﬁﬂmu/«unug*pé%3577 %é(?Jom )




SENATE 7
April 3, 1987

SENATE FILE 461

79

Amend Senate File 461 as fcllows:

1. Page 1, by inserting befcre line I the
following:

"Section 1. Section 527.2, subsecticn L, Cgde
1987, 1is amended to read as Iollows:

1. "Satellite terminal", commonly referrec to as
7 an automatic teller machine, means and inciudes any
8 machine or device located cff zhe premises cf a
9 financial institution, whether attended or unattended,
10 by means of which the financial institution &nd its
11 customers may engage through either the immediate
12 transmissicn of electronic impulses to or from the
1 inancia. institation or the reccrding of eliectironic
impulses or other incdicia of a transacticn for delayed
transmissicn to the financial institution, in
transactions, including, but not limited to, accepting
17 moneys for deposit, dispensing cash withdrawn frcm an
18 account, transferring moneys between accounis, and
19 other transactions, which are incidental to the
20 conduct of the business of the financial institution
21 and which otherwise are specifically permitted by
22 appiicable ilaw. However, the term "satellite terminal”
23 does not include any such machine or device, wherever
located, if that machine or device is not generally
accessible to persons other than employees of a
Z6 financial institution or an affiliate of a financial
27 institution.™
28 2. Page 1, by inserting after line 13 the
29 following:
30 "Sec. _ . sSection 527.2, subsecticn 7, Code 1987,
31 :s amended to read as follows:
32 7. "Multiple use terminal" means any machine or
33 device where use and operation is indepencdent of a
34 satellite terminal to which all of the following are
35 applicabie:
36 a. The machine cr device 1s owned cr cperated by a
37 person who primarily engages in a service, business cr
38 enterprise, including but not limited to the retail
39 sale of goods or services, but who is not organized
40 under the laws of this state or under federal law as a
41 bank, savings and loan association, or crediz unicnos.
42 b. The machine or device is used by the person by
43 whom it is owned or operated in some capacity other
44 than as a satellite termipals-and.
43 ¢. A financial institution proposes to contract or
46 has contracted to utilize that machine or device as-=a
47 sateitrte-terminal in a manner similar to a satellite
48 terminal, except :that the machine or device shall not
macce&t deposits or dispense cash, sCript, Or other
S negotiable instrumencs, and if the multiple use

2
3
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5-3379 wvg. 2
N 1 “erminal is utilized for the purpose of making payment
' 2 YO a retailer for gouds or services purcrnased a2t the ik
3 Iocation of the multiple use terminal.” _.
4 I, rage <, DY Lnse atner Line o/ Tng
& 5 folleowing: . . . %3
6 “"This lettered paragraph sha.l act be C"”S"uec n _
o Jedeaqin the location of a multipie use terminat.’
2 8 4. Page 3, line 7, by strlk.ng tne wC{ c o A
9 "sateliite" and inserting the following: "sateiirre”, v
"33-2_57—-3§_?enumbering as necessary.
5-3379
wiied April 2, 1987 BY EDGAR H. HOLDEN

B - LOST(es4) B - LOST g/’

SENATE FILE 46l

5-3377
1 Amend the amendment 5-3350 to Senate File 461 as
2 follows:
3 1. Page 1, by striking lines 23 through 39 and
4 inserting the following:
5 “Sec. . Section 527,10, Code 1987, is amenrded
6 o0 read as follows:
7 527.10 CONFIDENTIALITY.
8 A satellite terminal, multiple use terminal, data
9 processing center, or central routing unit shall aot
10 de operated 1n any manner to permit any a pecson Lo '
1. obtain information concerning the account of any a
12 person with a financial institution, Cr the amouﬁb.
13 number, or kind of transactions by a merchant, unless
14 such :1nformation 15 essential to ccmplete or prevent
1S5 the complietion of a transacticn then Deing =2ngaged in
16 through the use of that faciiity.™
S-3377
filed Aprii 2, 1987 BY EDGAR fi. HOLDEN
527954 S/ 1702
' ¢ SENATE FILE 461
5-3378
: Amend Senate File 461 as foliows:
2 l. Page 7, by inserting after line 30, the
3 follewing:
4 "Sec. . Section 527.10, Code 1987, 1s amended
S to read as follows:
6 527.10 CONFIDENTIALITY.
7 A satellite terminnal, muitiple use terminal, data
8 processing center, or central routing unit shalil not
9 be operated in any mannet: to permit any a ceérson to
10 obtain informaticn concernlng the account <f any a
11 person with a financial lnstitution, or the amount,
12 number, or kind of transacticns by a merchant, unliess
13 such information 1s essential to complete Or prevent
14 the completion of a transaction then be.ng engaged in
15 thrcugh the use of that facility.”
5-33738
T1led Aprll 2, 1987 . BY EDCAR H. HOLDEN
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SENATE FILE {&/

BY COMMITTEE ON COMMERCE

{AS AMENDED AND PASSED BY THE SENATE APRIL 3, 1987)
~ New Language by the Senate

-« Passed Senate, Date 4/éo/%7{;44/1)Passed House, Date 4[;/27(;45;a)
u v

Vote: Ayes «s~ Nays g Vvote: Ayes 7/ Nays oL
Approved _ Ziay 78 /7¥7

T;‘J:[ PP\ /'*Jd.H.v— ‘UG’.(MM\_!\_"" ( /"‘4"_'6_

A BILL FOR Ea

L An Act relating to electronic funds transfers by providing for
limiting liability of financial institutions for unauthorized
electronic funds transfers involiving the customer's account,
altering restrictions on the establishment, locaticn, and use
of satellite terminals, adding definitions, and reguiring that
all satellite terminals 1in this state or their data prccessing
centers be directly connected to a central routing unit.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THI STATE OF IOWA:
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S.F. @é H.F.

Section 1. Section 527.2, subsection 2, Code 1987, is ‘
amended to read as follows:

[P

2. '"Data processing center” means a facility, wherever
located, at which electronic impulses or other indicia of a

g

transaction originating at a satellite terminal are received
and are processed in order to enable the satellite terminal to

parform any function for which it is designed. However, "data

G o~ Ghvoon

processing center" does not include a facility which is

(te

directly connected to & satellite terminal and which performs

18 only the functions of direct transmission of all reguested

11 transacticns from that terminal to a data processing facilit:

12 without performing any review of the reguested transacticons

13 for the purpose of categorizing, separating, ¢r routing.

14 "Categeorizing" means the process of ra2viewing and grouping of
AR T LI T AN T T S T T K L R T 5 LT L SRR

i3 ec“ecb?d eleﬂtronlc Funds transfer Fransactlo“s d“CJleng £
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bhe so rce or nature of tne reguest hransacL*on.
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means the process of interpr
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1€ requestied eiectronic funds transter transa
= pILLETIT .‘-T‘J-IWT:-T':._: ST T L '1'-""‘"»"!"" 4..22 T LT P
19 { sactions. ©0 provide [or JrOLGSS ag of
AT R T T O S T TR e SRR .-‘.‘.‘.'I."':.-."‘.‘"-ii‘:":f.«u"!""J "““"".‘ Seilt SR e . e T (AR o]

20 relating Lo zuch requested transacilons ot “oL_‘cns 0f such
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21 transactions. “Qoutlrg means the Qrocess of irtert cpreting znd
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22 transmitting request°0 eiectronic runds trans’er tranRsacticns
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23 to a destination sclected at the time of ‘nuerpretatlon and

24 transmission From two Of MOCE ALlLernative QEsciNAations.
PR SR 0 2 T :—-__
25 Sec. 2. Section 527.2, Code 1987, is amendec by adding the
26 following new subsections:
27 NEW SUBSECTION. 8. "Municipal corporation” means an
28 incorporated city.
29 NEW SUBSECTION. 3. "Unincorporated area" means a lc¢cation
30 within this state not within the boundaries of a municipal

31 corporation.
32 NEW SUBSECTION. 10. "On-line real time basis" means the

31 immediate and instantaneous delivery or return of an
34 individual message through transmission of electronic ‘
35 impulses.

-4
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NEW SUBSECTION. 1ll1l. "Batch basis" means the periodic
delivery of an accumulation of messages representing

electronic funds transfer transactions authorized or rejected
by the customer's financial institution at a prior time.
Sec. 3. Secticon 527.3, Code 1587, is amended by adding the
L

L e SR

following new subsection:

NEW SUBSECTION. 5. An administrator may conduct hearings
_— I NI

and exerclse any other approprlate authority conferred by this
s o S L

chapter regarding the operation or control of a satellite
L N A

AR A
10 terminal upon the written request of a person, including but
S e e

11
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not limited to, a retailer, financial institution, or
P T T FASE RS T SRS S R

consumer.

Sec. 4. Section 527.4, subsection 3, paragraph a, Code
1987, is amended by striking the paragraph and inserting in
lieu thereof the following:

3. a. A fipnancial institution may establish any number of
sateilite terminals in any of the following locat:ions:

(1) Within the boundaries cof a municipal corporation 1if
the principal place of busiress or an c¢ffice of the financial
institution is also located within the boundaries of the
municipal corporation.

{2) Within an urban complex composed of two or more Iowa
municipal corporations eacn of which is contiguous to cr
corners upon at least one of the other municipai corporations
within the complex if the principal place of business or an
office of the financial institution is aiso located in the
urban complex.

{3) Within the unincorporated area of a county in which
the financial institution has its principal place of business
or an office,

(4) Within a municipal corporation located in the same
county as the principal place of business or an office of the
financial institution i{f ancther financial institution has not
located its principal place of business or an office within

the municipal corporation.
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{5) At anx location within this state if the satelliite
ST S

R et T R ORI R TR

terminal is not designed or configured to accept deposits or

disgense cash, script, or other negotiable instruments, and if
. o LA 2 A I R b P RS

the satellite terminal is utilized for the purpose cf making
YD —— WP

payment to a retailer for goods or services purchased at the
AT b N

location of the satellite terminal.
S e

A financial institution shall not establish a satellite
terminal at any other location except pursuant to an agreement
with a financial institution which is authorized by this
paragraph "a" to establish a satellite terminal at that
location and which will utilize the satellite terminal at that
location. This paragraph "a" does not amend, modify, or
supersede any provision of chapter 524 regulating the number
or locations of bank offices of a state or national bark, or
authorize the establishment by a financial instizution of any
offices or other facilities except satellite terminals at
iocations permitted by this paragrapnh "a".

Sec. 5. Section 527.5., subsection 1, Code 1987, is amended
to read as folliows:

1. Each A satellite terminal sha:t in this state may be

established and-eentrolied by a-simgte one or more fZinancial
rnatrtuetton lnstitutions. The establishing financial
S T, NN AL ST,

E - _ ] i i T ——— A .
institutions shall designate a single controlling financial

institution which shall mave-the-duty-of-marntaining maintain

the location, use, and operation of the satellite terminai,
wherever located, in compliance with this chapter. The use
and operation of each a satellite terminal shall be governed
by a written agreement between the controlling financial
institution and the person controlling the physical location
at which the satellite terminal is pliaced. The wriltten
agreement shall specify all of the terms and conditions,
including any fees and charges, under which a the satellite
terminal is placed at that location. iIn-the-event-a If the
satelliite terminal is a multiple use terminal, the written

agreement shall specify, and may limit, the specific types of

_3...
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transactions incidental to the conduct of the business of a
financlal institution which may be engaged in thrcugh tharc
terminal.

Sec. 6. Secticon 527.5, subs echlon 2, Code 1987, is amended
to read as follows:

2. The satellite terminai shall be available for use on a
A T T R P e L T Y LR T T R EaT LT o L TR A R AT

nondiscriminatory basisjg¥ any other financial institution
TR o e e e )

which has its principal place of business within this state,
L - -

and bZ all customers who have bpeen designated by a financial

. . . . - l‘m
institutlion using the satellite fterminali and who have peen
L e

L sy o Er T B A e~ o]
provided with a physical obiject or other method, approved oy
L A XY S =~ LT

the administrator, by which -0 engage in electrenic
T - pame =x: 4 - TR

transactions by means of the satellite terminal. No financiai
T R s R e IR

institution shall be required to join, be a member or
S T R

L

shareholder of, or otherwise part1c1pate in any corporation,
R T ey "’i—ﬂ
assoclation, partnership, co-operative or other enterprise cs
O R A e MO T TR Ty, - e

a condition of its utilizing any sateilite terminal located
e

witnin this state. chever;—for—purpeses—of—compiyfna—with

this- subsectton a—satei%ite-t rﬂ+nai whreh- tS ezrtaplisped-and
e m'm

i

controlied-by-s-bank-is-noe -nga:red o= o= avat tabre-for-use
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ﬁ

by-anz—savings-an&—i@an-&SSOc2atton-or-ereé:t—un;on—or
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rndnserigi~toan-companysr-and--one- es*ao:tsﬁed and- c“ntrOxlea 0y
-

a-sav:ngs -and-toan-assoctation-r3-mot-required-to- be gvariapie
SRRy

Eor"use—by-a-bank—or—credit—nnion-or—industriai—}eaﬁ~csmpany7
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assoctacron-or- tndustrtai toan-— comEanz‘—and ene- eotabitshed by
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an-tndustriat-toan—cempany-is-nor-required-to-de-avarravie-for
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use—by—a—bank—or—savings—and—ioan-association-Or—credtt—nnionr
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Sec. 7. Section 527.5, subsection 3, Code 1987, is amended

to read as follows:

3. An informational statement shall be filed and shall be
maintained on a current basis with the administrator by the
financial institution controlling the & sactellite terminal in

this state, which sets forth all of the following:
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a. The name and business address of the controlling
financial institutions.

b. The location of the satellite terminals.

¢. A schedule of the charges which will be required to be
paid by any a financial institution utilizing the satellite
terminal;-and.

d. An agreement with the administrator that the financial
institution controlling the satellite terminal will maintain
that satellite terminal in compliance with the-provrs:ons-of
this chapter.

The informational statement shall be accompanied by a copy
of the written agreement required by subsection 1. The
informational statement also shall be accompanied by a
statement or copy of any agreement, whether oral or in
writing, between the contrelling financial institutlion and any
a data processing center or amy a central routing unlit, uniess
operated by or solely on behalf of the controlling financial
institution, by which transactions originating at that
terminal will be received.

Sec. 8. Section 527.5, subsection 4, Code 1987, 1is amended
to read as follows:

4. @Phe A satellite terminal in this state shall not be

attended or operated at any time by an emplcyee of ary a
financial institution or an affiliate of a financial
institution, except for the purpose of instructing customers,
on a temporary basis, in the use of the sateliite terminal,
for the purpose of testing the terminal, or for the purpose of
transacting business on the employee's own behalf.

Sec. 9. Section 527.5, subsection 5, Code 1987, is amended
to read as follows:

5. The A satellite terminal in this state shall bear a

sign or label identifying each type of financial institution
utilizing the terminal. A satellite terminal location in this
state shall not be used to advertise individual financial

institutions or any a group of financial institutions.
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terminal. The administrator is-empeowered-to may authorize
SR
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auel methods of 1dentificaction a2 the administrator deems

necessary to enable the general public to determine the
accessibility of the a satellite terminal.

Sec. 10. Section 527.5, subsection 8, paragraph a, Code
1987, i1s amended to read as follows:

8. a. A satellite terminal in this state shall not be

operated in any a manner to permit a person to credit any a
demand deposit account, savings account, share account, or any
other account representing a liability of a financial
institution, 1if that financial institution is located ocutside
of this state.

Sec. 11. Section 527.5, Code 1%87, is amended by adding
the following new subsection:

NEW SUBSECTION. 9. a. Satellite terminals located in

this state shall be directly connected to either of the

following:

(1) A central routing unit approved pursuant to this
.- ]
Chapter.
(2) A data processing center which is directly connected

to a central routing unit approved pursuant to this chapter.

b. If a data processing center which is directly connected
to a satellite terminal located in this state does not
authcrize or reject a transaction originated a:t that terminal,
the transaction shall be immed:iately transmitted by the data
processing center to a central routing unit approved pursuant
to this chapter, unless one of the following applies:

{1) The transaction is not authorized because of a
mechanical failure cof the data processing center or satellite
terminal.

(2) The transacticn does not affect a deposit account held

by a financial institution with its principai office in this
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state.

c. This subsection does not limit the authority of a data
processing center to authorize or reject transactions
requested by customers of a financial institution pursuant to
an agreement whereby the data processing center authorizes or
rejects requested transactions on behalf of the financial
institution and provides to the financial institution, on a
batch basis and not on an on-line real time basis, information
concerning authorized or rejected transactions of customers of
the financial institution.

Sec. 12. Section 527.8, subsection 1, Code 1987, 1is
amended to read as follows:

1. As a condition of exercising the privilege of utilizing
a satellite terminal, a financial institution shaii-be is
liable to each of its customers for all losses incurred by
such the customer as a result of the transmission or recording
of electronic impulses as a part of a transaction not
authorized by sueh the customer or to which the customer was
not a party. However, in-the-event if the financial
institution has provided the customer with a physical object
or other method of engaging in a transaction at a satellite
terminal which is unique to the customer, and losses are
incurred by the customer as a result of the theft, loss or
other compromise of that physical object or other method of
engagement, the liability of the financial institution
pursuant to this section shall not include the first fifty
dollars of any losses incurred prior to the time the customer
notifies the financial institution of sueh the theft, loss or
compromise.

Sec. 13. Section 527.9, subsection 2, Cocde 1987, is
amended by adding the following new lettered paragraph:

NEW LETTERED PARAGRAPH. f. A representation and

undertaking that the proposed central routing unit is directly
connected to every data processing center that is directly

connected to a satellite terminal located in this state, and
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that the proposed central routing unit will provide for direct
connection in the future with any data processing center that
becomes directly connected to a satellite terminal located in
this state.

Sec. l1l4. Section 527.9, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 5. a. Effective July 1, 1987, a person
owning or operating a central routing unit authorized under

this section shall include public representation on any board
setting policy for the c¢entral routing unit. Four or five
[ ]

public members shall be appointed to the board in the
following manner:

(1) Two members shall be appointed by the superintendent
of banking.

{2) One member shall be appointed by the administrator of
the credit union department.

{3) One member shall be appointed by the supervisocr of
savings and loan associations.

(4) 1If an industrial lcan company is connected to the

e

central routing unit, one memper shall be agpointed by the

superintendent of banking.
TR

T

b. The superintendent of banking, administrator ¢f£ the
credit union department, and the supervisor of savings and
loan associations shall form a committee £ set, in
conjunction with the entity owning or operating the central
routing unit, the term of office, the rate of compensation,
and the rate of reimbursement for eacn public member.
However, the public members shall be entitled to reasorable
compensation and reimbursement from the board.

c. Each public member is entitled to all thne rights of
participation and voting as any other member of the board.
The public members are to represent the interest cf constmers
and the business and agricultural communities in establishing
policies for the central routing unit.

d. It s the intention of the general assembly that the

_8._
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ratio of public members to the overall membership of the board
shall not be less than one public member for each seven
members of the board. If the number of members on the board
is increased, then the number of members appointed pursuant to
paragraph "a" shall be increased to maintain the minimum
ratio. In thils event, a committee composed of the
superintendent of banking, the administrator of the credit
union department, and the supervisor of savings and loan
associations shall appoint additional public members in order
to maintain the minimum ratio.

e. An individual shall not be appointed as a public¢ member
pursuant to this subsection if the individual is a director of
a financial institution or is directly employed by a financial

institutlon doing business In this state.

Sec. 15. Section 527.10, Code 1987, is amended %to read as

follows:
527.10 CONFIDENTIALITY.
A satellite terminal, multiple use terminal, data

processing center, or central routing unit shall not be

.
operated in any manner to permit amy a person to obtain
M

information concerning the account of any a person with a

-
financial institution, or the amount, number, or kind of

transactions by a merchant, unless such information 1s

L i "
essential LtO COMplLEte of prevent the completion of a

transaction then being engaged in through the use of that
-]

facility.

SF 461
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SENATE FILE 461
3715

Amend Senate File 461 as amended, passed, and
reprinted by the Senate, as follows:

1. Page 3, by striking lines I through 6.

2. Page 6, by striking lines X1 through 4 and
inserting the folliowing: “However, if a satellite
terminal is located inside or consclidated into the
wall of the principal place of business or anv other
authorized office of the firancial institution which
has established the terminal, the satellite terminal
may bear a s:gn or other advertisement of the
establishing institution. The administratc: s
empowered-to may authorize".

3. Page 7, line 29 by inserting after the wc:d
"compromise" the following: "except that :the
financial instituticn shail have no liabiiizy i
losses are a result of the customer's fraudulen
or omissions”.

4. Page 9, by striking lines .5 through 26 and
inserting the following:

"Sec. . Section 527.10, Code 1987, 1s amended
by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRAPH. A financial instituticn,
data processing center, central routing unit, or other
person shall not disseminate any information relating
to the use cf a multiple use terminal without the
written authorizaticn of the owner or operator of the
terminal or the financial institution controlling the
terminal. This section shall not, however, prohibit
or restrict the use of information received in the
orocessing, authorization, or rejection of a requested
electronic funds transfer transaction, where such use
s necessary or incidental to the processing,
autnhorization, or rejection, or to reconciling
disputes or resclving questions raised by a retailer,
financial institution, consumer, or any other person
regarding the transaction.”

5. By renumbering as necessary.

BY COMMITTEE ON SMALL
3715 FILED APRIL 10, 1987 BUSINESS AND COMMERCE
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PAGE FOUR, APRII 15, 1987/ HOUSE CLIP SHEET ‘
SENATE FILE 485!
H-3744
Amend Senate File 461, as amended, passed, and
reprincted by the Senate as follows:

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

"Section 1. Section 476.1, Ccde 1987, is amended
by adding the following subsection:

NEW SUBSECTION. 4. furnishing approved central
rocurtling services for electronic funds transfers
pursuant to chapter 527.

Sec. 2. Section 476.4, unnumpered paragrapnh 1,
Ccde 1987, is amended to read as follows:

Every public utility shall file with the bcard
cariffs showing the rates and crarges for izs public
utility services and the rules and regulations under
wnich such services were furnished, on April 1, 1963,
except a central routing unit, which shall fiie the
same information as of July 1, 1986, which rates and
charges shall be subject to investlgation by the board
as provided in section 476.3, and upon such
investigation the burden of establishing the
reasonableness of such rates and charges shall pe upon
the publiec utility filing the same. These filings
shall be made under such rules as the board may
prescribe within such time and in such form as the
poard may designate. In prescribing rules and .
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regulations with respect to the form of tariffs, the
board shall, in the case of public utilities subject
tc regulation by any federal agency, give due regard
to any corresponding rules ard regulations of such
federal agency, to the end that unnecessary
dupiication of effort and expense may be avoided so
far as reascnably possible. Each public utility shall
keep copies of its tariffs open to public inspection
under such rules as the board may prescribe.”

2. Page 8, line 6 by striking the werd
"subsection" and inserting the following:
"subsections”.

3. Page 9, by inserting after line 14 the
following:

"NEW SUBSECTION. 6. & central routing unit

(PRI VST SO IR ST 0 I SN I N
= OoOWw SO u

o W
L b2

authorized under this section is subject to the
regulation of the utilities board within the utilities
division of the department of commerce.”

44 4. Renumber as necessary.

H-3744 FILED APRIL 14, 1987 BY SCHNEKLOTH of Scott
(;Z';_,b -}/Jf (;f—/s’fo)
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SENATE AMENDMENT TO HOUSHE AMENDMERT 70 SHENATE ZILi 461
H-4155

1 amend the Hcouse amendment, 5-3751, to Serate [ile

2 461 as amended, paszed, and rveprinted by the Senate,

3 as follows:

¢ i. pPage 1, line 3 by 1nserting after the word and
5 figure "through 6" the foliowing: Mand by iaserting

6 the following: .

7 "{5) At any retail saies 1oCasion Ln thls stare 1f
8 any of the followlng apply: .

9 {a) The satellite tarminal is not designed,
10 conflg"*ed or operatecd to accept depesits ©r Lo

1i dispense script ©r ¢thar necotiable i1nstrumen:s.

12 {9) The sgatellite terminal s not designed,

13 configured, or cperatad to dispense cash except when
14 cperated by the retailer as part of & retall sales

1S transaction.

L5 {¢) The satellite terninal s utillized £or :the

17 purpese 2of making payment ¢ the retailer for goocds or
18 services purchased at the Iocation of the satell:ite

19 terminal.
29 {d) The financlel instituticn contrels a satellite
2. terminal described under subpar agragnh part (¢) at a

22 location of the retailer established pursuart Lo

23 subparagraph (1), (2:;, (3). or (4y .m0
24 2. Page i, by striklng lines 4 through 12.

25 3. Page L, line 26 oy inserting after the word

26 M"authorization" the fo;low‘qg: "of the retalier on

7 whose premises the terminal 1s located, or"
28 4. By renumbering, relettering, or redesigrating
23 and correciing intern references as necessary.

BTN
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H-4155 FILED ™AY 4, 1 RECEIVED FROM THE SENATE

L/v‘—m o e A i ¢/7/7

O
W

2:?7)

<




S

i‘ )
E

~p

2

e
NHOQOUDNOWU & W

®

HOUSE AMENDMENT TO
SENATE FILE 461

v
Q-
- 1 ~ Amend Senate File 461 as amended, passed, and

reprinted by the Senate, as follows:

1. Page 3, by striking lines 1 through 6.

2. Page 6, by striking lines 1 through 4 and
inserting the following: “However, if a satellite
terminal is located inside or consolidated into the
wall of the principal place of business or any other

authorized office of the financial instituticn which
has established the terminal, the satellite terminal
may bear a sign or other advertisement of the
establishing institution. The administrator is
empowered-to® may authorize”,

3. Page 7, line 29 by inserting after the word
"compromise” the following: "except that the
financial institution shall have no liability if the
losses are a result of the customer's fraudulent acts
or omissions”.

4. Page S, by striking lines 15 through 26 and
inserting the following:

"Sec. _ . Section 527.10, Code 1987, is amended
by adding the following new unnumbered paragraph:

NEW UNNUMBERED PARAGRARPH. A financial institution,
data processing center, central routing unit, or other
person shall not disseminate any information relating
to the use of 2 multiple use terminal without the

ritten authorization of the owner or operator of the
terminal or the financial institution controlling the
terminal. This section shell not, however, prohibit
or restrict the use of information received in the
processing, authorization, or rejection of a requested
electronic funds transfer transaction, where such use
is necessary or incidental t¢o the processing,

33 authorization, or rejection, or to reconciling
34 disputes or resolving questions raised by a retailer,
35 financial institution, consumer, or any other person
36 regarding the transaction."
37 5. By renumbering as necessary.
S-3751
Filed April 23, 1987 RECEIVED rROM THE HOUSE
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SENATE FILE 461
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5-3 .
bmend the House amencdment, S-3751, 0 Senate Fille

461 as amended, passed, and reprinted by the Senate,
as follows:

1. Page 1, lirne 3 by inserting after the wcrd and
figure "through 6" the foilcwing: ™and by inserting
the following:

"(5) At any retall sales location in this state if
any of the foilcowing apply:
~~ (a) The satellite terminal 1s not designed,
configured, or cperated to accept depcsits or to
dispense script or ctnher negctiable instruments.

(b) The sateillte terminai is not designed,

13 configured, or operated to dispense casn except when
L4 operated by the retailer as part of a retail sales

.5 transacticn.

6 {c}) The satell:ze terminal is utiilized for the
17 purpose of making payment to the rezaller I0r ¢gO0Cs
18 services purchasec at the lccation cf the satellite
19 terminal.

20 (d) The financial institution ccrtrols a satellite
21 terminal described under subparagraph part (¢} at a

22 locaticn of the retaliler established pursuant to

23 subparagraph (1), {2), {3}, ocr (4).""

24 2. Page 1, line 26 by inserting after the word

25 Mauthorization”
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the following: "of the retailer cn

26 whose premises the terminal is located, or".

S-3889

Filed April 28, 1987 BY PATRICK J. DELUHERY
ﬂa%¢CJHﬁi9éV' DALE L. TIEDEN RICHARD F. DRAKE
d SR WILLIAM W. DIELEMAN WILLIAM D. PALMER

‘ JOHN W. JENSEN
SENATE FILE 461

$-3912
1 Amend the House amendment $-3751 to Senate File
2 461 as amended, passed and reprinted by the Senate
3 as fellows:
4 1. Page 1, by striking lines 4 through 12.
S-3912
Filed April 29, 1987 BY EDGAR H. HOLDEN
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SENATE PLLE 460

AN ACT

RELATLESG TO ELECTROMIC FUNDS TRANSTFERS BY PROVIDING FOR LIMIT-
ING LIABILITY OF FTINANCIAL INSTITUTIONS FOR URAUTHORIZED
ELECTRONIC FUNDS TRANSFERS INVOLVING THE CUSTOMER"S ACCOUNT,
ALTERING RESTRICTIONS ON THE ESTABLISHMENT, LOCATIOX, AND USE
OF SATELLITE TERMINALS., ADDING DEFINITIORS, AN REQUIRING
THAT ALL SATELLITE TERMINALS I[N THIS STATE OR THEIR DATA
PROCESSING CENTERS BE DIREUTLY CONMECTED 0 A CENTRAL ROUTLNG
UNIT.

BE IT ENACTED BY THE GINERAL ASSEMBLY OF THE STATZ OF IOWA:

Section 1. S$ection 527.2, subsection 2, Code 1987, iz
amended to read as follows:

2. "Data processing cenzer” means a fac:iity, whetever
located, at which eclectronic impolses or other indicia of a
transaction originating at a satellite terrinal are raceived
and are processed in order to enable the satellite terminal co
pecform any function for which it is desiqned. However, “"data

sigcessing center” does not iaclude a2 facility wh

directly connectsd 3o o satellite terriral ard whish perforns

oniy the functions of_direcs yransmission of all requested

transactions_fron that terminal to a data processing facility

without performing any teview ol the vreguested_transactions

for the purpose of catogeriziﬂa, segara:ing, or routing,

"Cateqorizing”

requested e eleﬁrronxﬂ thds trar_ter t.a"sqctxons ag;prdxng Lo

the source or_nature of the requested te: Llon.

“Separating” means the process of intersreting aﬁd scgregatmna

requested electronic funds transfer Lransaci.ons, - porsions

of such transactions, to provide for _w:ccessing of xnfg;macicn

telating to_suach requested transactions orv portiors of such

transactions, _“"Routing” means the process ¢f intecpreting and

Scnate File 461, z. 2

transmitting requested electronic funds transter transacr.one

o A destination selected a% the time of interpretation and

transmission from two or more_altecnative destinations.

Sec. i. Section %27.2, Ccde 1387, is amended by adding the
foliowtng new subsections:

NEW SURSECTIOK. 8. “Muynicipal corporation” means an
incorporazed city,

KTW SUBSECTION. 9. “Unincorporated area”™ means a location
within this state not within the boundaries of a municipal
corporation,

HEW SUBSECTION. 10. "On-line regl time basis" means the
immediate and instantaneous delivery or return of an
individual message through transmissisn of electronic
impulses.

VEW SUBSECTION. 11. “Patch basis™ means the periodic
delivery of an accumulation of messages representing
etectronic funds traansfer transactions authorized or rejected
by the customer's financial institution at a prior time,

3ez. 3. Section 527.23, Code 1987, 1s amended by adding tre
following new subseciicn:

HEW SUBSECTION. S. An adoinistratce may conduct hearirnos
and exercise any othec appropriate authority conferred by this
chapter regarding the operation or control of a satellite
terminal upon the written request of a person, including put
not limited o, a cetailer, financlal institution, oc
consumer .

sec, 4. Section 527.4, subsection 3, paragraph a, Code
1987, is amended bv striking the paragrapn and inserting in
liey thereof the following:

1. a. A [:nancial institution may estadlish any number oI
satellite termipals 1n any of the f¢llow:ing locations:

I1) tithin the boundacies of & municipal corooration if
the principal place of business or an office of the firancie.
insi.tution 1s also located within the boundaries of the
muriciopal coceporazion.,

13; Witr:n an urban complex cormposed 0f two or rore lows
Sunitipal ¢: roocations €ach of whick Ls cocntiguous to o:
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zorners upon at least one Of the other municipal corporaticns
within the complex 1f the pri-cipai place of Dysiness oc an
office of the financial tnst. ution is 2is0 located in the
Jrban complex,

{3) Within the unincorporated area of a couanty .n which
the financial i1nstitution has its principal place of husiness
or an office,

{4) Within a municipal corporation located in the same
county as the principal place of business or an pfrice of the
financial iastltution if another financial institution has not
located its principal place of business or an office withia
the ~unicipal corpotation.

15) At any rerail sales location in this state if any of
the following apply:

{a) The satellite terminal is not designed, confiqured, or
cperated to accept deposits or to dispense script or other
negctiable instruments.

(B} The satellite cerminal is not designed, configured, or
operated to dispense cash except when cperated by the tetailer
as part of a retail sales transactisn.

{¢) The satellite terminal is utilized for the purpose of
makirg payment to the retailer far qocds oc¢ services purchased
at the location of the satellite terminal.

[d} The financial institution controls a satellite
terciral described under subparagraph par: (¢) at a location
of the retailer established pursuant to subparagraph (1), (2),
t3}, oc {4).

A Yinancial institution shall not establish a4 satellite
terminal at any other location except pursuant %o an agreement
with a financial institution which is authorized by this

pacagzaph "a" to establish a satellite terrinal at that
location and which will utii:ze the sate.lite terriinal at thas
location, This paragraph "a" does not amend, madify. or
supersede any provision of chopter 524 regulating the numbe:
or locations of bBank offices of a4 stale or national bank, or
authterize the estaolishment by a finarc.al wnstitution of any
offices o¢ other facilities except sateliite terminals at
locarions pecmitted by this pactagraph "a”.

Sanave File 361, p. 4

Sec. 5. Sectlon 527.%5, subsection i, Code LYdY. is amended
to read as tollows:

1. Haech A sateliitc term:pal shatt 1n this stare may be
estavlished and-concroltled by e-singie one or more financial
rescrtntion institutions, The establisbing financial

iestitutions shall designate a single contralling financial

insc_tution whicn shall heve-rhe-duty-of-maintaznrng maintain
the _ocation, use, and cperation of the satellite terminal,
wherever located, in compliance with this chapter. The use
and ¢peration of emeh a satellite terminal shal: be govecned
by a Written agreement bhetween the controlliag financial
institutior and the person controlling the physical location
at which the satellite tecminal is placed. The written
agreerent shall specify all of the terrns and coanditions,
including any €ees and charges, under which a the satellite
terminal is placed at that location. is-the-event-a [f the
satellite terminal is a rultiple use tecninal, the wrizten
agreemrent shall specify, and may limit, the specific types of
transactions incidental to the conduct of the business of a
financial imstitution which may be ergaged in through that
terminal.,

Sec. 6. Section 527.5, subsection 2, Ccde 1987, is amended
to read as follows:

2. The satellite terminal shall be available for use on a
nondiscrinminatory basis by any other €inancial institution
which has its principal place of business within this state,
and by all customers who have been designated by a financia:
institution using the satellite terminal and who have been
peovided with a physical cbject or other rethod, approved by
tne sdministrator, by which to engage 1n eleccconic
transactions by means cf the sactellite “erminal. No financ:al
institution shall be required to join, be a rember or
shareholder of, ¢r otherwise participate ir acy cotporation,
assosiation. partnership, co-operative or othet enterprise as
a condition of its utilizing any satellite terminal located
witnin this state. Howewer:-for-porpsses-af-complying-wikh
this-suhseckt:ony-a-snretlite-tarrinat-whrcn-ta-esbantished-and
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controtied-by-a-bank-ty-not-requtred-to-be-nvaitabte-for-use
by-any-sevings-and-ican-asscciation-or-credrt-unron-or
tndustriat-toan-conpanys-and-one-estabiished-and-controkied-by
a-savings-and-itean-esvociatton-is-not-regunrred-te-be-avattanie
for-use-by-s-bank-or-credtt-union-or-indastrrat-toan~corpanys
and-one-estabiished-and-conteotied-by-a-credit-untons-ts-not
requited-to-be-avartabie-for-use-by-a-bank-sr-savings-rnd-ican
assoctstion-or-tndustriai-toan-corpany:-and-one-established-by
ar-industriat-ioan-company-its-not-required-ta-ber-acaitebie-for
use—by—a—bank-or-savinqs—and-ican-associat:cn-c;-credit-uninnv

Sec. 7. Section 527.5%, subsection 3, Code 1987, is amended
to tead as follows:

3. An informational statement shall be filed and shall be
maintained on A current basis with the administrator by the
financial institution controlling the a4 satellite terminal in
this state, which sets forth all of the folleowing:

2. The nare and business address of the controlling
financial ingtitutions.

b. The location ©f tho satellite terminals,

c. A schedule of the charges which will be required to be
paid by any a financial institution utilizing the satellite
terminalr-and.

4. An agreement wich the administrator that the financial
institution contcolling the satellite terminal will maintain
that satellite terminal in ccmpliance with “he-provistons-of
this chapter.

The informational statement shall be acczmpanied by a copy
of the written agreenent reguired by subsection L. The
informational staterent alsc shall be acconpanied by a
statement or copy of any agreement, whether oral or in
writing, between the controlliing flnancial ianstitution and any

2 data processing center or any a central routing unit, unless

operated by or solely on behalf of the controlling financial
institution, by which transactions originating at that
terminal will be received.

Sec. 8. Section 527.5. subsection 4., Code 1987, is arended
to read as follows:

Senate File 461, p. $

4. %he A satellite terminal in this state shall not be
attended or operated at any tioe by an emplcyee of eny a
financial i1nstitution or an affiliate of a financial
tnstitution, except for the purpose of instructino customers,
on a rtemporacy basis, in the use of the satellite cerminal.
for the purpose Of testing the terminal, oc for the purpose of
transacting business on the employee's own behalf,

Sec. 9. Section 527.5, subsection S, Code 1987, 15 amended
te read as follows:

5. fthe A satellite terminal ip this state shall bear a
sign or label identifying each type of finmancial institution
utilizing the terminal. A satellite terminal locaticn in this
state shall not be used to advertise individual financial
institutions or any a group of fimancial institutions.
However, a satellite tecminal shall bear a sign or label no
larger than three inches by two inches identifying the name,

address, and telephone number of the owner of the satellite

tecminal. The administrator ¥s-empowered-to may authorize
such methods of identification ss the administrator deems
necessacy to enable the general public to determine the
accessibility of the a satellite terminal.

Sec. 10. Section 527.5, subsection 8, paragraph a, Code
1987, is amended to read as follows:

8. a. A satellite terminal in this state shall not be
cperated in any & manner Lo permit a person to credit any a
demand deposit account, savings account, share accoumt, Or any
other account repregsenting a liability of a financial
institution, if that financial institution is located ocutside
of this state.

Sec. 11. Section 527.5, Code 1987, is amended by adding
the following hew subsection:

NEWw SUBSECTION. 9. a. Satellite terminzls located in
this state shall be directly connected to either of the
fcllowing:

(1) A central routing unit approved pucsuant to this
chapter.

18y S
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12) A data processing center wa.¢) is directiy connected
to a4 central routing unit approved pursuant to this chapter.

b. I[f a data processing center wnich 1is directly connected
to a satellite terminal located in this state dces not
autkorize or reject a transaction originated at that terminai,
rhe transaction shall be immediately transmitted by the data
processing ceater to a central routing unit approved pursuant
to this chapter, unless one of the following applies:

(1) The transaction is not autharized because of a
mechanical fallure of the data processing center or satellite
terminal,

{2y The transaction dces not affect a degosit account held
by a €inanclal institution with its principal office in this
state.

c. This subsection does not limit the authority of a data
processing center to authorize or reiect transactions
requested by customers of a Financial institution pursuaat te
an agreecent whereby the data processing center authorizes or
rejects requested transactions on behalf of the financial
institution and provides .to the financial institution, on a
batch basis and not on an on-line real time basis, information
concerning authorized or rejected transactions of custorers of
the Fimancial institution.

Sec. 12, Section 527.8, subsection 1, Code 1987, is
amended to read as follows:

1. As a condition of exercising the privilege of utilizing
a satellite terminal, a financial lnstitution shati-be is
liable to each of its custonmecs for all losses :incucred by
sech the custorer as a result of the transmission or recording
of electronic impulses as a gart cf & tcansaction not
authorized by sweh the customer of to which the custorer was
not a party., However, zn-the-gvenr if the financial
institution has provided the customer with a physica: cbject
o¢ other method of engaging 1n a transaction at & satell.te
terminal which 1s unique to the caustcrer, and losses are
incurred by the custemer as a cecult of the thelt, loss or
ctner compcrcmise of that physical object or other methced of

Sanate Mile d60,

eagagement, the .iability 9f the fiaancia. insti:
pursuant 0 ta:s secsian shali pot inciude the Floss
doliazs of any Losses .ocurred peiac 1o the tirne c1e

rot:fias tone financial institur.en i saen the thelit,

corpromise except thac the financiai instiszut:on shal: kave nc
L

Liabilizy if the lcsses ace 3 résult of the customec’s
frauduient acts or omissions.

Sec, L3, Section %27.9, subsecrion 2, Code 1967, 1is
amended by adding tne following new letteced paragraph:

NEW LETTERED PARAGRAPH. f. A representation and
undertaxing that the proposed centcal routing enit 15 directly
connected to every cata processing center that is directly
connected to o sateliite terminal located in this siate, and
that the propesed central couting unit will provide for direct
connection in the future with any data processing center that
becores directly coanected to a satellite terminal lccated in
this state.

Sec. L4. Section 527.9, Code 1987, is anended by adding
the following new subsection:

HEW SUBSECTIOMN. %. a. Effective July 1, 1987, a person
owning or operating a central routing unit authorized under
taig section shall include public representation cn any boacd
setting policy for the central routing unit., Four or Eive
public merbers shali be appointed t¢ the board ia the
follewing manner:

(1] Two members shall be apgointed by the superiatendent
of banking.

{2) One merber shall be aprointed by the adainistrator of
the credit union departoent.

(3] One merber shall be appointed by the supervisor of
savings and loan assocliaticns.

4y 1f an industrial lecan ¢company 1s connected 1o the
centta: couting wnit, cne member shall be appointed by the
superintendent of banking.

b. The superintendent cf banking, adrinistrator of
credit urion Jdepartrent. and 1he supervisor of savirgs

toan associaticns shall fcem a4 coemnittee Lo set, 1
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conjunection with the entity oWwning or operating the cencral
rout:ng unit, the term of affice, the rare of conpensation,
and the rate of reimbursement for each public member.,
However, the public members shall ve entitled t0 ceasonable
compensation and reimoursemernt from the bdard.

c. Each public merber is ¢ntitled to all the rights of
participation and votinec as any otner menber cf the board.

The public members are to represent the :nterest of consumers
and the business and agricultural communities in estabiishing
policies for the central routing unit.

¢. [t is the intenticon of the general assembly that the
ratio of public members to the overall membership of the board
shall not be less than one public cember Eotr each seven
members of the board. If the numner of members on khe board
is increased, then the number of members appointed purswant to
paraqraph "a*® shall be increased to ma.ntain the minious
ratio. In thls event, a ccmmittec corposed Of tnhe
superintendent of banking, tne adm.nisirator of the credit
union department, and tne supervisdr of savings and loan
asscciations shail appoint adéitional pudiic members in order
to maintain the minimum ratio.

€. An individual shall not be appointed as a publiic member
pursuant to this subsecticn if the individual is a director of
a financial institution or 15 directly enployed by & financisl
iastitution doing business in this state.

Sec. 15, Section 327.1¢, Code 1%87, is amended by adding
the following new unnurbered pacagraph:

NEW URNUMBERED PARAGRAPH. A financial institution, data
processing center, central routing unit, or otner person shall
not disgeminate any information relating to the use of &
multiple use terminal without the written authorization of the
retailer on whose premises the tecminal is located, or of the
owne: oc operator of the terminal or the financial institution
controlling the terminal. This sectiorn shall not, however,
prohibit or restrict the use of informat.on ceceived in the
processing, authorization., or reject.on <f a requested
aleczronic funds transfer transaction, whece such use is

nocessary ot incidental ko the
tejectiss, Or 1o reconciling d
raigsed by a retaiier, financia

other perssn regarding the tra

I hereby certify that this bill originated in the Senpate ard
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precessing. authorization, o
isputes Or cesolving questiors
l institution, consumer, or &
nsacerion,

JO ANN ZIMMERMAN
President oF the Senate

DONALD D. AVENSON
Speaker of the House
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