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Section 1. NEW SECTION. 524.1851 DEFINITIONS.

As used in this division, unless the context otherwise

requires:

1. "Bank holding company" means a bank holding company as
defined or referred to in the federal Bank Holding Company Act
of 1956, 12 U.S.C. § 1841 et seq., as amended to January 1,
1989.

2. "Community Reinvestment Act" means.the federal
Community Reinvestment Act of 1977, 12 U.S.C. § 2901 et seq.,
as amended to January 1, 1989.

3. "Midwestern region" means the states of Illinois,
Indiana, Iowa, Kansas, Minnesota, Missouri, Michigan,
Nebraska, North Dakota, Ohio, South Dakota, and Wisconsin.

4. "Out-of-state bank holding company" means an out-of-
state bank holding company as defined or referred to in the
federal Bank Holding Company Act of 1956, 12 U.S.C. § 1842(d),
as amended to January 1, 1989. o

5. "Regional bank holding company" means an out-of-state
bank holding company located in the midwestern region.

6. "State in which the regional bank holding company is
located" means the state in which the operations of the
banking subsidiaries of the regional bank holding company are
"principally conducted" as defined in the federal Bank Holding
Company Act of 1956, 12 U.S.C. § 1842(d), as amended to
January 1, 1989.

Sec. 2. NEW SECTION. 524.1852 RECIPROCITY.

A regional bank holding company may directly or indirectly

acquire all or a portion of the voting securities or other
capital stock of, or any interest in all or substantially all
of the assets of, or power to control in any manner the
election of any of the directors of, one or more banks
conducting a banking business in this state or one or more
bank holding companies located in this state and controlling
one or more banks conducting a banking business in this state,

if the state in which the regional bank holding company is
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W SSUTION.  524.1853 APPLICATIONM.

zanik hoelding company, ciher than a

v

compan curhorized S0 make an acguisicicon by section 52401855
which desices Lo make an acguisiiion as authorized by hls
division, shall file an appllcaricn with the superintendent
atvicon fee of five thousand
Da e
such information as the cuperintendent may prescribe by rule
as nzcessary or appraopriate.  The applicant shail furnisn o
the superintendenz aill of the fa)l owing:

1. informaticn esstablishing that the acguisition will
promoie the safety and soundness of the bank or bank nolding
company proposed to be acquired, including the subsicdiary
bank3 ¢l the bank holding cempany propesed o be accuirsd.

2. Infermation demonstrating that the applicant intends to
adeguataly mee: the convenience and needs of the communities
served by the bank or subsidiary banks ¢f the bank holding
company proposed to oe acquired in accordance with the
Communi -y Reinvestment Act including, where applicable,
information reiating o the followling:

a. Procedures provosed Lo be carried out by the parks or
subsidiary banks of the bank helding combpany proposed Lo be
acguired to ascertain the credit nesds ¢f the communities
served by the banks or subsidiary banks ¢of the bank holding
company proposad o be acquired, including the extent of
proposed efforis to comnunicate to such communities the credit
services proposed t2 be provided by the banks or siubsidliary
banks ©f the bank hclding company proposed to be acquired.

b. The extent of the proposed marketing and special
credit-related programs to be conducted by the banks or
subsidiary banks of the bank holding company proposad o be

acqulred tc make the communities served by the banks or

-2-




subsidiary banks ot tne bank holding cecmpany proposed to be
acquired aware of the credlt services proposed to be offered
by them.

¢. The extent of proposed participation by the board of
directors of the bank or subsidiary banks of the bank holding
company proposed to be acguired in formulating the policies
and reviewing the performance of the bank or subsidiary banks
of the bank holding company propesed to be acqguired i» meeting
the purposes of the Community Relnvestment Act.

d. The expected geographic distribution of credit
extensions, credit applications, ané credit denia:s of the

bank or subsidiary banks cf the bank holding company proposed

Lo be acguired.
e o)

e. The proposed participation, including investments by
the bank subsidiary banks of the banik hcelding company
proposed to b2 acquired 1n local community develcpment and
redevelopment projects or programs.

[. The expected ability of the bank or subsidiary banxs of
the bank holding company proposed to be acquired to meet
various credit needs of the communities served by the banks or
subsidiary banks of the vank holding company preposed Lo be
acquired.

3. Proposed capital investment, Ican, and dividend
policies ¢f the appliicant, including a discussion of the range

5

a4

f consumer and business services which are propased to be
offered by the bank or subsidiary banks of the banxk holding
company proposed tc be acquired and how the bank or subsidiary
banks of the bank holding company proposed to be acquired
prcpose to meet the credit needs of individuals, small
business, and agriculture 1n the communitizs served by them.
4. Any plans of the applicant to merge, sell the assets
0f, or liquidate the bank, bank holding comrnany, or the
subsidiary banks of the bank holding company propesed to be
acquired, or make any other major change in their business or

corporate structure or management.

_3_
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5. informailionl on how the proposed acguisiticn wil. rosals

in ner new beneflis to Ioswa Or the communities servoed by ~he

c

ank wr subsidiary banks of the banrk nholding company propnsed
to be acquired.

6. Fvidence of compiiance by the subsidiary banks of the
applicant in the states in which they are located with the
Community Reinvestment Act and any appilcable stace community

veinvestment statutes cor rules.

Sex. 4. NEW SECTION. 524.1854 SUPERINTINDENL OF BANKING
~- RESPONSIBILITIES.

1. The superintendent, within ten days of receipt o
avpricaticn by a regional bank holding company to make an
acguisition as autherized by this division, shall do one of
the following:

a. Accep: the application for processing 1f it 1s
subsfantially complece.

n. Reqguest acdditicnal informatlion as may be aecessary ©o
compliete the application,

. Return the aovplication 1f it 1s substantialily
lncemplete.

2. If an zovplication is accepted for processing, the
superintendent shall lmmediately notify the applicant that thne
aprlication is accepted for processing and publish notice of
the appilcaticn n the administrative bulletin.

3. Within thirty days of acceptance of an application for
processing, the superintendent shall concduct an investigation
inte the condition of the appiicant and the bank or bank
holding company proposed co be acguired. The superintendent
ray reqguest additional information from the applicant and
regquire its procduction as a condition ¢f appreoval of the

. .

apolication.

s

4. The superintendent shall approve or disapprove an

9
O
it
p.
!‘J
rr
b

a ion within sixty days afcer the filing of the comple:ze
appiication. If the superintendent fails to approve or
d

-

11sapprove the applicaticn within twenty days after the i

Llag
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of the complete appiication it shall be deemed avproved.

5. In deciding whether to approve an applicatlion for an
acguisition under this division, the superintendent snail
censider all of the folicowing:

a. Whether the subsidiary banks of the applicant are
operated in a satisfactory manner.

. Whether the f£lnancilal condition of the applicant
regional bank holding company or any of 1ts subsidiary banks
would jecoardize the financiel stability of the bank or bank
noiding company propcsed to be acquired.

c. Whether the proposed acquisition would result in a bank
that has inadequate capital or poor earnings prospects.

¢. wWhether Lhe subsidiary banks of the applicant have
provided adeqguate and appropriate banking services in their

communities, ilncluding services contemplated by the Community

Cia
all

Reinvestment Act an ny similar applicabple state or loca:l

community reinvestiment statutes.
e. Whether the applicant proposes to provide adequate .

Danking services to meet the needs for banking services of the
cormunitics served by the bank or the subsidiary banks of the
bank holding company proposed to be acguired, including
services ccntemplated by the Cocmmunity Reinvestment Act.

£. Whether the applicant proposes adequate activities o
ascertain acd adeguately meet the credit needs of the
communities served by the bank or the subsidiary banks of the
hank holding ccmpany proposed to ke acgquired, including the
extent of efforts to communicate the availability of all
credit services offered.

g. ‘Whether the applicant regional bank holding company has |
plans or practices which would discourage appiications for
specific types of loans.

bh. Whether there 1s a record ¢f prohibited discriminatory

or other ille;al practices by the subsidiary banks of the

applicant regiornal bank holding company. .
6. The superintendent shall issue an order either ap-

_S_
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proving or disapproving an app.ication. The order shatl
e

findings 2f fact based upen the applicatlion. in-

3 vestligaticn, public cocmments, ©r other submittals or evidence

4 considered., An order disapproving an appllcaticn shall lis-.

5 the specific reasons for disapproval.

6 7. Appeals from a decision ¢f the superintendent shall be
7 pursuant to chapter 17A.

8 Sec. 5. NEW SECTION. 524.1855 REISTRICTIONS ON ALQUISI-

9 TIUNS.

10 i. A regional bank hoiding company shall not acquire &

11 bank or bank holding company under this division 1f, following

12 the acquisition, the Iowa barks cwned or contrclled by the

13 regioral bank holding company would have, in the aggregate,

14 more than ten percent of the total time and demana deposits of
15 all banks in thig state, as determinec¢ by the superintendent

16 on the baslig of the most recent reports of the banks 1in the

L7 3tate o their supervisory authorities which are available Aar '
18 the —ime ¢f the acguisition.
1 2. & regional bank holding company, Cther than a bank
20 holding compaay authorized Lo maxe an acquisition by section
21 524.,1805, shall not under this division acquire any 9f the
22 o ilow1rg
23 2. A bpank unless the bank has been I existence and

) 24 conlLinuodusly operated as a bank for five or more years.
25 b. A bank helding company unless cach of its subsidiary
26 banks nas beern in existence and continucusly operated as a
27 bank for five or myre years.
28 3. Tor purpeses of subsecticon 2, a bank shall be con-

29 slidered to have bheen In existence and continucisly ¢perated as

30 a bank for five or more ye 1£ either of the following

3L apply:

32 a. The bank 15 a new bank as a resuit of a consolidaticgn
J3 of banks each of which had been in existence and continuously

perated as a bank for five or more vyears before the

(o)
=
O

ad
(W
9!

onsolidation,

]




~z

,._‘
9D

r2
2]

X°]

[2S I V]
|92 IR P VY

N
o

28
29
30
3%
12
33
34
35

0. The bank was organrized s

O

lely for the purpose of

tacilizating the acquisition of ancther bank that nad bheen in
exlstence and contingusly operated as a bank tor £ive or more
years before the acgulsition.

4. For purposes of subsection 2, "subsidiary bpank” does
not inclade a bank which is not empowered to accept deposits
Oor to make loans or to do beth.

5. This secfion does not apply to acquisitions by a

1orral pank nolding company of a troubled park. A troubled

D
gy
—

bank is a bark which nas been closed by a regulatory authority
ch the supecintendent reascvably beileves may be closed
¥y a regulatory authority.
3ec. 6. NEW SECTION. 524.1856 BASIC SERVICRS TRANSACTION
ACCOUNT.
A bank owned or contrcllied by a regional ank helding com-
q

pany, other tran a hank helding company auiterized Yo make an

acguisition by sect.on $24.1805, shall offer o dasic sorvice

N

i1l

transaction account ‘o eligible individuals. For purposes o

1. "Basic¢ services transactlon account" means a transac-
Cion account that nhas no initial periodic service fees, allows
at least six checks per menth to be drawn on the acccocunt
withcut charge, and allows at least six free olectreonic funds
transiar transaclions per month., The service fees f{or addi-
tional checis or electronic funds transfer transactions shaill
not exceed the lowest fee for similar services charged by the
bank for accounts cther than basic accounts.
2. UEligibie individual" means a person whose annual
Eamily income is less than the federal pcverty income guide-
lines as published annually in the federal register by the
United States department of health and human services.
Sec. 7. NEW SEQEEQﬂ. 524.1857 DEVELOPMENTAL LOANS.
A bank owned or controlled by a regional bank hoiding
company, other than a bank holding company authorized to make . |
|
|

an acquisition by section 524.1805, shall provide, within its

-7 -
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cemmunity, a levei cf develgprnennal loans as defined by the
superintendent by rule. The superintendent shall detormine

the level so as to maximize the availability of develcopmenzal

izane within the limits of safe and sound banking practices.

“Developmenta
following:

1. Lecans

1l loans" includes but 1s not limited to the

for Jow-income and moderate-income housing, lcans

to communizy development corporations, ioans to small

P

businesses, s

2. Loans

nome lcans, home improv

family farmer

istressed ar

wizthir a di

tudent educaticn ilcans, and energy censervatnionn

rea for commercial purposes,

cr
re
D
(a9
m o8}

, and cperaiing Loans to
s. Th gent shall annuaily designate

e s en
eas. A di ed area may be designated for a

d
geographic region smaller than a county. In designating a

distressed ar
unemployment

the area.

iimitation in
sections $24.

[ore sectlio
tegional bank

ar. interest i

2a, the superintencent shall consider the

rate, economic condivions, and credir needs of

Sec. 8. XEW SECTION. 524.1858 NONSEVERABILITY.

1ltimately determlned =hat the reciprocity

secticn 524.2852 is invalild, al: provisions of
1851 threough 524.1857 are woid. However, 1f

ns 524.1851 through 524.1857 become void, a

[t
(5%
%]

holding company directly or indirectly acqui

n or control of a bank located in Iowa under

1851 through $24.1857, the regilonal banx hoiding

company may maintain the interest and may expand 1ts holdlings

not to exceed

the l:mitaticons contained in secticn 624.1802.

Sec. 5., NEW SECTION., 525.1 SHORT TITLE.

This chapt
RBeinvestment

Sec. 1i0.

As uysed in
otherwise:

L. "Basic

e

er may be cited as the "Izwa Community
Act".

NEW SECTION. 525.2 DEFINITIONS.

thls chapter, unless the contexht requires

service area" means the area determined as

_8_
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provided in secticn 525.4,

2. “"Department"” means the department of commerce

3. "Financial institution” means a kank acquired pursuant

to sections 524.1851 tnrough 524.1857.

4., “"Superintendent' means the superintendent of the

division of banking cf the department, for banks crganized or

regulated under chapter 524.

Sec., 11. NE¥W SECTION. 525.3 COMMUNITY REINVESTMZINT

RESPONSIBILITY.

A firancizl iastituiion shall meet the credit needs

community or communities ia which 1t 1s lecated, .ncluding

e

low=-1nceme and moderate-inceme neighborhoods, as determired

under sectlion 525%.5, and riural areas within the financial

t

inagtiturlion
sound operaticons of the bank.
Sec. 12. NEW SECTION., 525.4 ANNUAL COMMUN:ITY
0

REINVESTMENT DISCLOSUREZ REPORT AND PUBLIC NOTICE

A fipancle:sr institutlon shall submlt to the supuringen

s basic service area, consistent with safe and

Jent

an annual report in a form determined by the superintendent,

which describes the fgllowing:

1. The crecit needs of the community servedé by the
financial instituticor, and the method by which this
determination was made. The superintendent may by rule
stipuiate a melhod to determine the credit nceds of a

community served by a financial institution.

2. The methods used to market to the communiiy the credit

services offered by the financlal institution.

3. A description of how services actually provided by the

financlal institutlon satisfied the needs described under

subsecticon 1.

4. The financial institution's participation in local,

state, and federal business and eccromic development programs,

small business assistance programs, prograns addressing the

financial needs of minorities, and programs that meet the

specific credit needs of rural communities, including but not



jimired to the rura. economic development proegram and che
rural agriculzurail diversification linked-deposit program.
The superintendent may specify by rule which vrograms must e
inciuded in the report.

A firancial institution shall delineate the
or communities that comprise its basic service
basic service area so0 claimad Is subject to
the superintendent. The super:intendent may

ntraction of a financial institution's
the superintendent finds the claimed area <does
orrespond to the tervitory in fachi served by =i

insiiLutlon.,  The superinterdent shall acopt rules
determination of the basic service zrea based on a financla-
institution's facilitles, business practices, and the
lecation, distributicon, and concentrarion of the financia

stitution's borrowers and depositors.

A tinancial institulion shali orovide a public notice in
the Lobby of each of 1rs facilities which requests the puhi'
tc submif comments to the financilal institutien regardin
community lending activities, Fach financial ins:itutiOn
shall maintain a file open to publiic inspecticon which contains
the five mosy recent arnnual community relnvesitiment disclosure
reports, public comments received on 1lis community investaent

ctivities, arg the financiai institutlon's response to those
commenis.

Sec. 13. NEW SECTICN. 525.5 COMMUNITY REINVESTMENT

DISCLGSURE REQUIREMENTS.

A financial institution, with more than ten miliisn dollars

of assets, shall disclcse as part of its annual ccomunity

reinvestment disclosure report the fcllowing:

-

The number and aggregate dollar amount of housing,
smalil business, agricultural, and consumer ioans
the state in which the financial institution’s
place of business is iocated.

number and aggregate dollar amount of housing,

-._LU_
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commercial, small business, agricultural, and consumer loans

originated in this state.

3. The number and aggregate dollar amount of hcusing,
commereial, small business, agricultural. and consumer loars
riginated within low-inceme and moderate-income neighborhcods

]
within the fipancial inscituticon's basic service area. 7The
superintendent may by rule or decision determine the
gerographic bscundaries of leow-income and moderate-income
nelghborheads within the state, or criteria [or designating
low-income and mocderate-inceme neighborhoods within a
financial instltution's basic service area.

Sec. 14. NEW SECYTION. 525.6 COMMUNITY RIINVESTMENT
RATING SYSTEM,

The superintendent shall adopt rales, nct late:s than
January 1, 1861, ftor & community reinvestment rating system
for financiral instituticns, to be based upon a review of :the
information provided in a financial instltution's annual
community reinvestment discleosure report, and other
inicimation wnich the superintendent finds zo be relevant.

The system must at minimum provide for an unacceptlable

L

'.,y
reinvestment rating, and a top rating for exemplary communiiy

community relnvestment rating, a minimum accephablie communt

reinvestment, and the information shall be public informaticn.,
The rating system may ccntain more steps than an unacceptable
rating, a minlmum acceptadle rating, ard an exemplary rcating.

Sec. 15. NEW SECTION, 525.7 ELIGIBILITY FOR
PARTICIPATION IN CEZRTAIN STATE PROGRAMS CONDITIONED ON
COMMUNITY REINVESTMENT GUIDELINES.

After July 1, 1991, unconditicral eligibility for financial
institutions to participate in the following programs is
conditioned upon achieving a minimum acceptable community
reinvestment rating under section 525.6 and preference between
financial institutions is given for financial institutions
achieving higher ratings, with the highest preferences given

to financial institutions with an exemplary rating:

_ll_
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1. Deposit of public funds, includirg state or

D
i

and the funds of pelitical subdivigions.
2. State loan guarantee programs.

3. State interest rate buy-down programs.

4, Other financlal programs offered through the use of
state funds.

A financial instituticon not meeting a minimum acceptavlie
community reinvestment rating may receive condizional approval
for eligibility for such programs provided that the (inancia:

nstltution develsps a proposal for improving its community
reinvestment ratirg tc an acceptable level within a periad of
no more than twe years and the proposal is approved by the
superintendent.,

After July 1, 1991, eliginility for a financial instizuiion
Lo extend its service territory, acqiire cr merge with ancther
pank, savings and lcan association, or financial instituticn,

[= s

buiid or acquire a new faciilty, tranmsfer a howme office, or

[l

take other acticn requlring approval of the superintendent
conditicvned upcn achieving at least a minimum acceptable
community reinvestment rating. The superintendent may by rule
condition approval or degree of approval for an action
requiring the superintendent's appreval on higher community
reinvestnment ratings. However, the superintendent may granc
approval for an action of & financial institu:tion recelving
a

less than an acceptable community relnvesiment rating 1f the

superintendent finds that the action is an essential pa
proposal approved by the superintendent for improving th

T

r
h
financial institution's community reipvestment rating to an
acceptable level within a pericd of no more than two yea

sec. 16. NEW SECTION. 525.8 COMMUNITY REINVESTMENT
FORCE ESTABLISHED

A community reinvestment Lask force is established o
recommend a communlity reinvestment rating system bo thne
superintendent which will encourage financial Institutions Lo

invest in their communities and to m2et the reguirements of

_12_
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this chapter. The task foerce shall also recommend approepriate
uses of a rating system including incentives and disincentives

tor variocus levels of performance. The community ceinvesomand

e
1 be composed of seven individuals selected for
their knowledge of the financial needs of lowa's busingss,

er communities, with none having a financial

interest in or position with a financial institnn:

on. The
e

x
majority and minerity leaders ia the senate and the speaxer

-

and the minosrity leadec tn the house of representatives shall

ach appoint one privéete nonlegislative member and the
cvernar shall appoint tnree members of the task torce., The
azk force shall report its recommendations to Lne
superintendent not lazer than July 1, 1990, and submit
proposed rules to Implement the reccmmendations. T
divicion of the department of commerce shall provide statk
support to the task force,

Sec. 17. Seczicns 524.1851 through 524.:18%9 are
cstanlished as a new division entitled "REGIONAL BANKINGY to
he added folluwling division XViII. The Code editcr may
renumber existing division XIX as division XX and renumber the
sections in the divisions fellowing division XVII:L consistent
with the numbering of other divisions in chapter 524.

EXPLANATION

This bill provides for the acquisiticn of an Iowa bank or
Iowa bank heclding company by an out-of-state baenk holding
company from the midwestern region in certaln circumstances if
certain conditions are satisfied.

Section 1 provides key definitions inciuding the definition
of the "midwestern region" as the states of Iilinois, indiana,
Iowa, Kansas, Mlnnesota, Missouri, Michigan, Nebraska, North
Dakota, Ohio, Scuth Dakota, and Wisconsin,

Section 2 permits a regional bank holding company to
directly or indirectly acquire all or a portion of one or more
Lowa banks or Iowa banx< holding companies provided the state

in which the acquirer 1s located grants reciprocal acquisitiocn

-13.—



rights to Iowa-based bank holding companiecs,

Secticn 3 detalis the reguired contenis of an appiicat:ion
ter approval by the superiniendent of bank:ing.

Secticon 4 details the authority of the superintendent cf
panking in acceptlng, reviewing, approving, or disapproving an
application for acqulsition by a regional bank helding
company. (riteria for review incliude, bul are not limited
the finarcial condit:on cf the applicant, the adeguacy of
capita. of the acquired Ddank, complliance with the Zederal
Community Relnvesiment Act and provision of acequate and
appropriate services to communities served by the applicant,
and the existence of a record <of prcehiblited discriminatoery or
other illegal practices by the applicant or 1ts subsidiaries.

Section 5 places certain restrictians on acquisitions. A
vank nclding compeny 13 pronibited from making an acgilsihion
iE 17 would result in the acguirer or 1ts subsidiaries
controlling more than ten percent ¢f the total time and demand
deposifs of ail ban«s in the state. Aacquired banks ahd bank
holding companies must nave peen in existence and continuously
oper nanrk or bank bciding coapany for five or more

that & troubled bank in existence ftor less than
De acquired,
requlires a bank owred or controiled by a

of¥er a basic services transa

F

annual incocme 1s less “han

poverty incom nide . A basic services .ransactica

aACC0uni means a transaction account that

periodic service fees, allows at leas:t six

be drown on Yhe scezunt without chargs,

six free el nic funds transfer transacticns per moni
The service additiconal checks or electronic funds
transfer AaNsact | i not exceed the lcowest

simllar services charged by the bank for accounts

basic accounts.

Secrion 7 requires a bank owned o
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bank holding company to provide a certalin leve, of

developmentai lcans within the bank's community.
Seciion & provides a speclal nonseverabillity clause.
Seclions 9 through lé impose community reinvestment
srandards as a condition of interstate acquisitions, otber

acts subjecr to regulatory approval, and the deposil of public

funds. These sectleons Creartre a nNew Code chapter tentatively

numbered chapter 525.
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Amend Senate File 333 as follows:

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

"Section 1. Section 524.1416, Code 1989, is
amended by adding the following new subsection:

NEW SUBSECTION. 3. A state bank acquired pursuant
to sections 5$24.1851 through 524.1859 shall not
convert into a national bank if the primary purpose of
the conversion is to avoid compliance with the Iowa
community reinvestment Act, chapter 525, the board of
directors of a state bank shall not vote for or agree
to such a conversion, and any resclution or other
acticn of the board of directors to convert the
acquired state bank 1nto a national bank contrary to
this subsection is null and void.

Sec. 2. NEW SECTION. 524.1851 DEFINITIONS.

As used in this division, unless the context
otherwlse requires:

1. “Bank holding company" means a bank holding
company as defined or referred to in the federal Bank
Holding Company Act of 1956, 12 U.S.C. § 1841 et seq.,
as amended to January 1, 1989, or a company that will
become a bank holding company upon completion of an
acguisition in accordance with section 524.1852.

2. "Cocmmunity development corporation" means a
community development corporation as defined in 42
U.s.C. § 8122,

3. "Community Reinvestment Act" means the federal
Community Reinvestment Act of 1977, 12 U.S.C. § 2901
et seq., as amended to January 1, 1989,

4. "Low-income" means the income for "very low
income families” as defined in section 220.1,
subsection 4.

S. "Midwestern region" means the states of
Illincis, Iowa, Minnesota, Missouri, Nebraska, South
Dakota, and Wisconsin.

6. "Moderate-income" means the income for “"lower
income families" as defined in section 220.1,
subsection 3.

7. "Out-of-state bank holding company" means an
cout-of-state bank holding company as defined or
referred to i1n the federal Bank Holding Company Act of
1956, 12 U.S.C. § 1842(d), as amended to January 1,
1989.

8. "Regional bank holding company” means an out-
of-state bank holding company located in the
midwestern reglon.

9. "State in which the regional bank holding
company 1s located"” means the state in which the
operations of the banking subsidiaries of the regional

-1~
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2
bank holding company are "principally conducted” as '
defined in the federal Bank Holding Company Act of

1956, 12 U.S.C. § 1B42(d), as amended to January 1,

1989.

Sec. 3. NEW SECTION. 524.1852 ACQUISITIONS.

A regional bank holding company may directly or
indirectly acquire all or a portion of the voting
securities or other capital stock of, or any interest
in all or substantially all of the assets of, or power
to control in any manner the election of any of the
directors of, one or more banks conducting a banking
business in this state or one or more pank holding
companies located in this state and controlling one or
more banks conducting a banking business in this
15 state, if the state in which the regional bank holding
.6 company 1s located would allow a bank holding ccapany

lccated in Iowa to acquire banks located in cthat
state, provided that all of the reguirements of this
division are met.
Sec. 4. NEW SECTION. 524.1852A NOTICE OF INTENT
TO aCQUIRE.
As a precondliion to an acguisition or approval of
3 an application for an acguisition uander this division,
4 a 'eg‘ora' bark holding company coansideriag the
purchase of, or iantending to purchase, an iowa bank or

WP OWwon -0 o w ko

=
Y

& Ic¢wa bank hoidlng company shall file a nciice of

7 ilntent to acguire an interstate banking interest
withlin the state at least six months prior to the
submission of an appliication to acquire any specific
pank or bank hold:ing company pursuant ©C secticn
$24..853. The notice cfi intent %0 acguire shail be in

tm determined by fule of the superintendent, bdbut

L 20t requice the regional bank holding ccmpany to

disclLose any particular bank or bank 20i1ding company

:ntended to be acqu‘rnd, aven i1f a specific intent

i the time of filing,

NEW SZCTION. 524.1853 APPLICATICN.

A teg:onal bank holding company, other than a bank
holding company authorized to maxe an acguisition by
section 524.1805, which desires tc make an acguisizion
as authorized by this division, snall file an
application with the superintendent accempanied by an

e

application fee of five thousand dellars payabie o

the superintendent. The application shall contain
45 such informacion as “he superintendent may prescribe
6 by rule as necessary or appropriate. The application
*7 shall be available to the public ucon request, except
<8 an apD‘icatlon to acguire a troublied bank shail not be
<9 avatilavbie for public inspection not shall the
50 existence of such an application be acknowledged. The

...2_
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applicant shall furnish to the superintendent all of

the following:

1. Information establishing that the acquisition
will promote the safety and soundness of the bank or
bank holding company proposed to be acquired,
including the subsidiary banks of the bank holding
company prcecposed to be acquired.

2. Information demonstrating that the applicant
intends to adequately meet the convenience and needs
of the communities served by the bank or subsidiary
banks of the bank holding company proposed to be
acquized in accordance with the Iowa and federal
Community Reinvestment Acts including, where
applicable, information relating to the following:

a. Procedures proposed to be carried out by the
banks ¢r subsidiary banks of the bank holding company
proposed to be acquired to ascertain the credit needs
of the communities served by the banks or subsidiary
banks of the bank holding company proposed tc be
acquired, including the extent of proposed efforts to
communicate to such communities the credit services
preposed to be provided by the banks or subsidiary
banks of the bank holding company proposed to be
acguired.

b. The extent of the proposed marketing and
special credit-related programs to be conducted oy the
Danks or subsidiary banks of the bank holding ccmpany
proposed to pe acquired to make the ccrmmunities served
by the banks or subsidiary banks of the bdank noliding
company proposed o be acguired aware of the credit
services proposed to be offered by them.

¢. The extent of proposed participation by the
bcard of directors of the bank or subsidiary banks of
the bank holding company proposed to be acquired in
formulating the policies and reviewing the performance
cf the bank or subsidiary banks of the bank helding
company proposed to be acquired in meeting the
purposes of the Iowa and federal Community
Reinvestment Acts.

d. The expected geographic distribution of credit
extensions, credit applications, and credit denials of
the bank or subsidiary banks of the bank holding
company proposed to be acquired.

e. The proposed participation, inciuding
investments by the bank or subsidiary banks of the
bark holding company proposed to be acquired in lecal
community development and redevelopment projects or
Drograms.

£. The expected ability of the bank or subsidiary
backs of the bank holding company proposed to be
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acquired to meet various credit needs of the
communities served by the banks or subsidiary banks of
the bank holding company proposed to be acquired.

3. Proposed capital investment, loan, and dividend
policies of the applicant, including a discussion of
the range of consumer and business services wnich are
proposed to be offered by the bank or subsidiary banks
of the bank holding company proposed to te acquired
and how the bank or subsidiary banks of the bank
holding company proposed tc be acguired propose to
meet the credit needs of individuals, small business,
and agriculture in the communities served by them,

4. Any plans of the applicant to merge, sell the
assets of, or liqu:date the banrk, bank holding
company, or the subsidiary panks of the bank holding
company proposed Lo be acquired, or make any other
major changes in their business Or corporate structure
Or managemant.

5. Informaricn on how the proposed acqulisition
will resul% in net new benefits to Iowa or the
communities served by the bank or subsidlary banks of
the bank holding company propcsed to be acguired.

6. Evidence of compliance vy the subsidiary Dbanks
of the applicant in the states in which they are
located with the federai Community Relnvestment Act
and any &applicable state communiiy relnvesiment
statutes or rules.

/. Information demonstrating that the applicant
intends to provide net new agricultural financing in
thls state. "adgricultural financiag” inciudes credit
to agricultural producers, agricultural supplilers,
agricultural processors, and agricultural lenders.

Sec. 6. NEW SECTION. 524.1854 SUPERINTENDENT OF
BANKING -- RESPONSIBILITIES.

1. The superintendent, within ten days of receipt
of an application by a regionei bank nolding company
to make an acqulsiticn as authorized by this division,
shall do one of the following:

a. Accept the application for processing if iz 1s
substantially compiete,

b. Request additional information as may be
necessary to compiete the application.

¢. Return the application if it is substantiaily
incomplete.

2. I{ an application is accepted for processing,
the superintendent shall Immediately notify the
applicant that the appliication is accepted for
processing and publish notice of the application in
the administrative obulletin.

3. Within thirty days of acceptance of an

_.4...
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application for processing, the superintendent shall
conduct an investigation into the condition of the
applicant and the bank or bank holding company
proposed to be acquired. The superintendent may
request additional information from the applicant and
require its production as a condition of approval of
the application.

4. The superintendent shall approve or disapprove
an application within one hundred twenty days after
the filing of the complete application. If the
superintendent fails to approve or disapprove the
application within one hundred twenty days after the
filing of the complete application it shall be deemed
approved.

5. In deciding whether to approve an application
for an acquisition under this division, the
superintendent shall determine whether the proposed
acquisition will promote the general good of the
state, making specific written findings on each of the
following criteria. The superintendent shall not
approve the application unless the superintendent
finds that .the proposed acquisition will be of benefit
to this state upon consideration of all of the
following:

a. Will result in the employment of net new funds
within the state. The finding as to net new funds
shall take into consideration, in addition to the
applicant's plans for capital investment, such other
factors as its policies on loans, investments, and
dividends, and its general business operations,
including the range of individual and business
services to be offered and the charges for the
services.

b. Will maintain a reasonable level of deposits in
the acquired bank to be employed within the state,

c. Will result in the enhancement of the acquired
bank's ability to meet the credit needs of its entire
community, consistent with safe and sound operation of
the bank. In making this determination the
superintendent shall assess and consider the past
performance of the existing bank subsidiaries of the
applicant and of the expected future performance of
the acquired bank in all of the following areas:

(1) The bank's participation, including
investments, in local community development and
redevelopment projects or programs.

(2) The bank's origination of residential mortgage
loans, housing rehabilitation loans, home improvement
and energy conservation loans, student loans, loans to
women and minority-owned businesses and small business
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or small farm loans within its community, or the
purchase of such loans originated in its community.

{(3) The bank's participation in governmentally-
insured, quaranteed, or subsidized lcan programs for
education, housing, small businesses or small farms,
such as the Iowa housing finance authority, the small
business administration and the farmers home
administration.

{4) The bank's ability to meet various community
credit needs based on its financial condition and
size, legal or regulatory restrictions or
requirements, local economic conditions, and other
factors.

{(5) Activities conducted by the bank to ascerta:in
the credit needs of its community, including the
extent of the bank's effcrts to communicate witn
members cof its community regarding the credit services
being provided by the bank.

(6) The extent of the bank‘s marketing and special
credit-related programs to make members of the
community aware of the credit services offered by the
bank.

{7) The extent of participation by the bank's
board cf directors in formuiating the bank's policies
and reviewlng its performance with respect to the
purposes of the federal Communicy Reinvestment Act of
1677.

(8) Any practices intended to discourage
applications for types of credit offered by “he bank.
{3} The geographic distribution of the banx's
credit extensions, credit applications, and credit

denials.

(10) Evidence of prohibited discriminatory or
other illegal credit practices.

(11} The bank's record of opening and closing
offices and providing services at offices.

(12} Any convicticn for a felony within the
preceding five years relating to the business of
banking by any applicant or its subsidiaries, or any
of their current directors or officers.

{13) The extent of foreign lcan exposure and
disclosure of information relating o such exposure as
the superintendent may require.

d. Will not relieve any corporaticn of any
obligation of icts charter franchise.

e. Will favorabiy affect the econcmy <f “ne state
as a whole or of any area affected by the proposed
transaction.

£. Will not resuit in banking monopoly or
restraint of banking competition in the areas

_.6_
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affected.

g. Will favorably affect bcrrowers or depositors
of small sums.

h. Will not involve any violation of law or breach
of trust.

i. Will be consistent with the public good ané in
the interests of the acquired bank's depositors.

j. Will not result in the acquisition of a
domestic bank by a bank or a bank holding company of
inacdequate safety and soundness and will not result in
the impairment of the safety and socundness of the
domestic bank to be acquired.

k. Will result in net new agricultural financing
in this state.
1. Wiil on balance have a positive effect upon the

community interests of the communities served by the
bank or banxs to be acquired. In considering
commuriity interest factors, the superintendent may
investigate in addition to the effects of the
acquisition on shareholders or depositors, the effects
of the acquisition on employees, suppliers, credizors,
and community development. The superintendent shall
consider the short-term and iong-term impact upon
community interests of the proposed acquisition,
including the possibility that community interests may
be best served by the continued independence of the
bank or bank holding company to be acquired. -If cn
the basis of the community interest factgrs the
superintendent disapproves an application, the
decision of disapproval shall not be subject to any
appeal, nctwithstanding subsection 8.

6. The superintendent shall issue an order elther
approving or disapproving an application. The order
shall inciude findings of fact based upon the
applicaticn, investigation, public comments, or other
submittais or evidence considered. An order
disapproving an application shall list the specific
reasons for disapproval.

7. Approval shall be conditioned upon the
applicant entering into a coentract with the
superintendent providing that any bank located in this
state and owned or controlled by the applicant will be
operated in a manner that conforms to the findings
pertaining to net new funds, maintenance of deposits
and community credit needs an. other findings required
by subsecticn 5. As part of such contract, the
applicant shall agree that it, as well as any domestic
bank or domestic bank holding company acquired by it,
shall provide reports and permit examinations of its
reccrds to the extent considered necessary by the
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superintendent under this division to monitor and
enforce the provisions of this division.

8. Appeals from a decision of the superintendent
shall be pursuant tc chapter 17A.

Sec. 7. NEW SECTION. 524.1865 RESTRICTIONS ON
ACQUISITIONS,

1. A regional bank holding company shall not
acquire a bank or bank holding company under this
division if, foliowing the acquisition, the Iowa banks
owned c¢r controlled by the regional bank holding
company would have, in the aggregate, more than ten
percant of the total time and demand deposits of all
banks in this state, as determined by the
superintendent on the basis of the most recent reports
of the banks in the state to thelir supervisory
authorities which are available at the time of the
acqguistition,

2. A regicnal bank holding company, other than a
bank holding compary authorized to make an acguisition
by section 524.1805, shall itself{ have been in
existence for ar least three years as a condition of
any acquisition, and shall not under this division
acquire any of the following:

a. & pank unless the bank has been in existence
and continucusly operated as a bank Ior flve Or more
years.

b. A bank holding company unless each of its
sunsidiary ban<s has been in existence and
continuously cperated as a bank for five or more
years.

C. A bank holding company that has been in
exlstence for less than three years.

3. For purposes of subsection 2, a bank shall be
considered to have been in existence and continucusly
operated as a bank for five or more years if either of
the following apply:

a. The bank is a new bank as a result of a
consclidation of banks each of which had been in
exlstence and continuously operated as a bank for five
or more vears pbefore the consolidation.

b. The bank was organized solely for the purpose
of facilitating the acquisition of another bank that
nad been in existence and conrtinously operated as a
bank for five or more years pbefore the acguisition.

4, ~For purposes of subsection 2, “supsidiary bank"
does not include a bank which is not empowerad to
accept deposits or to make loans or to do botn.

5. This section does not apply to acguisitions by
a regional bank holding company of a troubled bank. A
troubied bank is a bank which has been closed by a

_8-
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regulatory authority or which the superintendent
reasonably believes may be closed by a regulatory
authority.

6. The board of directors of a state bank or
national banking association located in this state or
a bank holding company located in this state may adopt
an irrevocable resolution before July 1, 1989, to
exempt the bank or bank holding company from the
provisions of section 524.1852 for such a period of
time as shall be provided in the resolution. If such
a resolution is adopted, the board of directors shall
file a certified copy of the resolution with the
superintendent by July 1, 1989. The resolution may be
renewed prior to the expiration of the period of time
provided in the resolution adopted by the board of
directors of the bank and filed with the
superintendent, if the renewal is effective prior to
the expiration of the period of time provided in the
prior resolution. If such a resolution is adopted and
the board of directors files a certified copy of the
resolution with the superintendent as required by this
subsection, the bank or bank holding company shall not
be acquired directly or indirectly under section
524.1852 or acquire a bank or bank holding company
outside this state until the expiration of the period
of time provided in the resolution or any renewal of
the resolution.

Sec. 8. NEW SECTION. 524.1856 ENFORCEMENT.

In addition to any civil penalty imposed by this
division, or other relief available in law or equity,
upon the superintendent's determination that the
conditions of the superintendent's approval of an
application have been violated, the superintendent may
order the bank holding company to do one or both of
the following:

1. Cease and desist from the violation of the
conditions of the superintendent's approval.

2. Divest itself of the bank holding company's
interest in any Iowa bank or Iowa bank holding company
previously acquired pursuant to this division, subject
to such conditions and within such time as the
superintendent may direct.

3. At the time of acquisition the acquiring bank
holding company shall post a performance bond in an
amount and form determined by the superintendent,
which bond shall be forfeited upon the
superintendent's determination thct the conditions of
the superintendent's approval of ctae application have
been violated.

4. The superintendent may assess a civil penalty
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1 to a bank holding company in violation of a condition
2 up to five thousand dollars per violation, but not to

exceed a total of two nundred fifty thousand dollars

per year,
Sec. 9. NEW SECTIQN. 524.1857 BASIC SERVICES

3
4
5
& TRANSACTION ACCCUNT.
7
8
9

A bank owned or centro:led by a regional bank
holding company, other than a bark holding company
authorized to maxe an acgquisition by section 524.1805,

10 shall offer & basic services transaction account to

11 eligible individuals. For purposes of this section:

12 1. "Basic services transaction account” means a

13 transaction account that has no initial periodic

14 service fees, allows at least six checks per month to

15 be drawn on the account without charge, and ailows at

16 least six free electronic funds transfer transactions

17 per month. The service fees for additional checks or

18 electronic funds transfer transactions shall not

19 exceed the icwecst fee for similar services charged oy

20 the tank for accounts other than basic accounts,

21 2. “Eligible individual" means a person whose

22 annual family income is less than tne fecderal neoverty
2 income guideiines as published annuaily in the federal

24 register by the United States department of health and

25 human services.

26 Sec. 10. NEW SZCTION. 524.1858 DEVELOPMENTAL
27 LOANS.
28 A bank owned or controlled by a regional bank

29 holding company, other than a bank holding company

30 authorized tg make an acquisition by secticn 524.1805,
31 shall provide, within its community, a ievel of

32 devel.opmental loans as defined by the superintendent
33 by rule. The superintendent shall determine tne level
34 so as to maximize the availability of developmental

25 loans within the .imits of safe and sound bankin

36 practices. "Deveiopmental loans" incliudes buc :is not
37 limited to the fcllcwing:
38 1. Loans for low-income and moderate-income

39 housing, loans to community development corporations,
40 loans to small businesses., student education loans,

41 and energy conservation loans.

42 2. Loans within a distressed area for commercial

43 purposes, home loans, home improvement loans, and

44 operating lcans *o family farmers. The superintendent
45 shall annually designate distressed areas. A

46 distressed area mav be designated for a geograpnic

47 region smaller than a county. In designating a

48 distressed area, the superintendent shall consider the
49 uremployment rate, economic conditions, and credit

50 needs of the area.

_10_.
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3.
credit to agricultural producers,
suppliers, agricultural processors,
lenders.

4. Agricultural loans to new farmers entering the
profession of farming.

AS a further condition of an acquisition pursuant
to this division, the acquired bank shall maintain a
loan to deposit ratio equal to or greater than the
average loan to deposit ratio for that bank's peer
group, as determined by the superintendent's survey
pursuant to section 525.6, subsection 4. fThe survey
shall be performed on an annual basis.

Sec. 11. NEW SECTION. 524.1859 NONSEVERABILITY.

I£ it is ultimately determined that the limitations
contained in section 524.1852 are invalid, all
provisions of sections 524.1851 through 524.1858 are
void. However, if before sections 524.1851 through
524.1858 become void, a regional bank holding company
directly or indirectly acquires an interest in or
contrel of a bank located in Iowa under sections
524.1851 through 524.1858, the regional bank holding
company mé&y maintaln the linterest acquired prior to
the date of termination of reciprocity, but shall not
expand its holdings within the state.

Sec. 12. NEW SECTION. 525.1 SHORT TITLE.

This chapter may be cited as the "“lowa Community
Relnvestment Ac:z",

Sec. 13. NEW SECTION. 525.2 JEFINITIONS,

As used 1n thls chapter, unless the contexr
regquires otherwise:

1. "Basic service area" means the area determined
as provided in section 525.4.

2. "Depariment" means the department of commerce.

3. "Financial institution” means a bank acgquired
pursuan- to sections 524.1851 through 524.18%8 or an
Iowa bank owned by a bank holding company with its
prirncipal place of business within the state which
acquires ownership or control of a bank located in
another state,

4. "Low-lincome" means the iacome for "very
income families" as defined in section 220.1,
subsection 4.

5. "Moderate-income" means the income for "lower
income families" as defined in section 220.1,
subsection 3,

6. "Superintendent" means the superintendent of
the division of banking of thne department, for banks
organized or regulated under chapter 524,

Sec. 14. NEW SECTION. 525.3 COMMUNITY

Agricultural loans in this state, including
agricultural
and agriculturail

low

-11-



SENATE CLIP SHEET APRIL &, 1989 Page 12

5-3556
Page 12
REINVESTMENT RESPCNSIBILITY.

A financial institution shall meet the credit needs
of the community or communities in which it 1is
located, including neighborhoods, rural farm lands,
and small businesses as descrived under section 525.5,
and rural areas within the financiai institution's
basic service area, consistent with safe and sound
operations of the bank.

Sec. 15. NEW SECTION. 525.4 ANNUAL COMMUNITY
REINVESTMENT DISCLOSURE REPORT AND PUBLIC NOTICE.

A firancial institution shall submit to the
superintendent an annual repcrt in a form determined
oy the superintendent, which describes the following:

1. The credit needs of the community served by the
financial insticution, and the metnod by which this
determination was made. The superintendent may by
rule stipulate a method to determine the credit needs
18 of a community served by & financial institution.

SO U s B DO D S N s I B e

[ S S i

19 2. The methods used to market te the community the
20 credit services offered by the Zinancial institution.
21 3. A description of how services actually provided

22 by the firnancial institution satisfiled the needs
23 described under subsection 1.
24 4. The financial institution's participation in
25 local, state, and federal business and econcmic
26 develcpment programs, small business assistance
27 programs, programs addressing the financial needs cf
28 minorities, and programs that meet the specific credit
29 needs of rural communities, including but not limited
30 to the rural economic development program and the
31 rural agricuitural diversification linked-deposit
32 program. The superintendent may specilfy by rule which
33 programs must be jincluded in the report.
34 A financial institution shall delineate the lccal
35 community or communities that comprise its basic
36 service area. The basic service area so claimed is
37 subject to the approval of the superintendent. The
38 superintendent may order an expansion or contraction
3 of a financial institution's basic service area if the
40 superintendent finds the claimed area does not
41 correspond to the territory in fact served bv the
42 financial institution. The superintendent shail adopt
43 rules for determination of the basic service area
44 based on a financial instituticon's facilities,
15 business practices, and the location, distribution,
46 and concentration of the firancial institution's
47 borrowers and depositors.
48 A financial institution snall provide a pubiic
49 notice in the lobby of each of its facilities which
50 requests the public to submit comments to the
-12-




®

®

H}_J}.."_J
(n-4mu1-:>wmr—*oxom=qc\m.uuwt—‘

[ ]

4 poa s

LS o
[ Sliies Vo]

%]
]

23
24

NN
[oA TRV

WS S
(SO SRS

(VSRR VY
= O

L
[V 1N %]

[VNRL VS I P 9%
~J OY U

2 L)
OO

LA S S U SN O £
h IR BV I S DU N 2]

[V e oY
<O oo

financial institution regarding its community lending
activities. A fipancial institution shall publish in
an appropriate publication of general circulation
within its basic service area, a condensed version of
its annual report to the superintendent. Each
financial institution shall maintain a file open to
public inspection which contains the five most recent
annual community reinvestment disclosure reports,
public comments received on its community investment
activities, and the financial institution's response
to those comments.

Sec. 16. NEW SECTION. 6525.5 COMMUNITY
REINVESTMENT DISCLOSURE REQUIREMENTS.

A financial institution, with more than ten million
dollars of assets, shall disclose as part of its
annual community reinvestment disclosure report the
fcllowing:

1. The number and aggregate dollar amount of
housing, commercial, small business, agricultural, and
censumer loans originated in the state in which the
financial institution's principal place of business is
located by census tract.

2. The rumber and aggregate dollar amount of
housing, commercial, small business, agricultural, and
consumer loans criginated in this state by census
tract.

3. The number and aggregate dollar amount of
housing, commercial, small business, agricultural, and
consumer loans originated within low-income and
moderate-income neighborhoods within the financial
instituticn's basic service area by census tract. The
superintendent may by rule or decision determine the
geographic boundaries of low-inccme and moderate-
income neighborhoods within the state, or criteria for
designating low-income and moderate-income
neighborhoods within a financial insti*ution's basic
service area by census tract. The superintendent may
by rule or decision determine other nelghborhoods,
rural farm lands, and small businesses within a
financial institution's basic service area by census
tract as required for purposes cf section 525.3.

4. Time deposits collected by census tract within
the state.

5. The number and aggregate dollar amount of first
time new business and new agricultural loans.

Reports required by this chapter, where applicable,
shall include purchase participation loans; however, a
Separate listing which excludes purchase participation
lcans, or otherwise shows the proportion and aggregate
amount Of purchase participation loans in all affected
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reporting categories, shall be included in a manner
approved by the superintendent.

Sec. 17. NEW SECTION. 525.6 COMMUNITY
REINVESTMENT RATING SYSTEM.

1. The superintendent shall adopt rules, not later
than January 1, 1991, for a community reinvestment
rating system for financial institutions, to be based
upon a review of the information provided in a
financial institution's annual community reinvestment
disclosure report, and other information which the
superintendent finds to be relevant. The system must
at minimum provide for an unacceptable community
reinvestment rating, a minimum acceptable community
reinvestment rating, and a top rating for exenplary
commuinity reinvestment, and the information shall be
public information. The rating system may contain
more steps than an unacceptable rating, a minimum
acceptable rating, and an exemplary rating.

2. A financial iastituticn shall have at minimum,
as a precondition to receiving an acceptable rating,
coth of the following:

a. A developmental loan to asset ratio of two
percent.

o. A loan to deposit ratio greater than the state
median loan o deposit ratio.

3. A financial institution shall receive a
community reinvestment rating on at least an annual
basis and shall be rated within thirty days prior to
the completion of a merger or acquisition,

¢, The superintendent shall conduct a survey of
developmental loans by banks and banks owned by
interstate bank holding companies within the
midwestern region, where the necessary information is
available from banking regulatory authorities. The
results of the survey shall be used in developing the
rating system.

Sec. 18, NEW SECTION. 525.7 LIGIBILITY FOR
PARTICIPATION IN CERTAIN STATL PROGRAMS CONDITIONED ON
COMMUNITY REINVISTMENT GUIDELINES.

After July 1, 1991, unconditional eligibility Zeor
financial institutions to participate in the foilowing
programs is conditioned upon achieving a minimum
acceptable community reinvestment rating under secticn
525.6 and preference petween financial institutions is
given for financial institutions &achieving higher
ratings, with the highest preferences given to
financial institutions with an exempliary rating:

1. Deposit of public funds, including state
treasury funds and the funds of political
subdivisions.

_14_.
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2. State loan guarantee programs.

3. State interest rate buy-down programs.

4. Other financial programs offered through the
use of state funds.

A financial institution not meeting a minimum
acceptable community reinvestment rating may receive
condltional approval for eligibility for such programs
provided that the financial institution develops a
proposal for improving its community reinvestment
rating to an acceptable level within a period of no
more than two years and the proposal is approved by
the superintendent.

After July 1, 1991, eligibility for a financial
institution to extend its service territory, acquire
or merge with another bank, savings and loan
assoclation, or financial institution, build or
acquire a new facility, transfer a home office, or
take other action requiring approval of the
superintendent is conditioned upon achieving at least
a minimum acceptable community reinvestment rating.
The superintendent may by rule condition approval or
degree of approval for an action requlring the
superintendent's approval on higher community
reinvestment ratirgs. However, the superintendent may
grant apprcval for an action of a financial
institution receiving less than an acceptable
community reinvestment rating if the superintendent
finds that the action is an essential part of a
proposal approved by the superintendent for improving
the financlal institution's community reinvestment
rating to an acceptable level within a period of no
more than one year.

Sec. 19. NEW SECTION. 525.8 COMMUNITY
REINVESTMENT TASK FORCE ESTABLISHED.

A community reinvestment task force is established
to reccmmend a community reinvestment rating system to
the superintendent which will encourage financial
institutions to invest in their communities and to
meet the requirements of this chapter. The task force
shall also recommend appropriate uses of a rating
system including incentives and disincentives for
various levels of performance. The community
reinvestment task force shall be composed of seven
individuals selected for their knowledge of the
Financial needs of Iowa's business, farm, and consumer
communities, with none having a financial interest in
©r position with a financial institution. The
majority and minority leaders in the senate and the
speaker and the minority leader in the house of
representatives shall each appoint one private
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nocnlegislative member and the governor shall appoint
three members of the task force. The task force shall
report its recommendations to the superintendent not
later than July 1, 1990, and submit proposed rules to
implement the reccmmendaticns. The banking division
of the department of commerce shall provide staff
support to the task force.

Sec. 20. ENrORCEABILITY.

1. Thnis Act skall not take effect untii the
Superin*endEnt of banking certifies in a notice
publisned in the Iowa administrative bulletin that
both the office of the comptroller of the currency of
the United States and the board of directors cof the
federal reserve system have issued written oplnions tto
the superintendent ©f banking stating to the
satisfaction of the superintendent of banking that
sections 8, 9, 10, and 12 through 18 of this Act are
enforceable in their entirety against ail state and
natlional panks that are acquired directly or
indirectivy by an out-of-state bank hoiding company
pursuant to zhe authority of sections 2, through 7 of
this Act. A certification by the superintendent of
banking under :this subsection shall constitute £inal
action by the superintendent and shall be subject to
judicial review under chapter 17A.

The form of the notice reguired by this subsection
shall be cdetermined by the superintendent of banking,
but the notice shall be void unless accompanied by
reproductions of the written opinions submitted to the
superintendent Dy the board of directcrs ¢f the
federal reserve gcystem and the office of tre
comptroller of the currency.

The nctice shall be deemed published f£or purposes
of this subsection on the date the Iowa administrative
bulletin ig delivered by the superintendenc of
printing te the custcdy of the Unlted States post ax
service for general distribution tc subscribers. ‘the
superintendent of printing shall certify that date to
the secretary of state in a manner prescribed by the
secretary of state.

2. The superintendent of banking shall request the
opinions referred o in subsection I inmediately upon
the enactment of this Act. If either the office of
the comptroller of the currency of the United States
or the board of directors of the federal reserve
system states 1n a written cpinion supbmitted to the
superintendent of banking under subsecticn . that any
provision of section 8, %, 10, or 12 throucgh 18 of
this Act i1s or would be unenforceable for any reason
against any state or national bank directly or

_16_
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1 indirectly acquired under the authority of sections 2
through 7 of this Act, that opinion shall be deemed a
determination of unenforceability within the meaning
of subsection 3, and this Act shall be void as of the
date the opinion is received by the superintendent of
banking.

3. The provisions of this Act are not severable,

If any court or regulatory agency of this state or of
the United States determines in any action or
proceeding that a provision of section 8, 9, 10, or 12
through 18 of this Act is unconstitutional or
otherwise unenforceable for any reason against any
state or national bank directly or indirectly acquired
pursuant to the authority of sections 2 through 7 of
this Act, this Act is void.

Sec. 21. Sections 524.18%1 through 524.1899 are
established as a new division entitled "REGIONAL
BANKING" to be added following division XVIII. The
Code editor may renumber existing division XIX as
division XX and renumber the sections in the divisions
foliowing division XVILII consistent with the numbering
of other divisions in chapter 524."

2. Title page, by striking lines 4 and 3 and in-
serting the following: ‘"state regiocnal bank holding
company, subject to certain procedures and conditions,
subjecting a bank acquired by a regicnal bank holding
company to community reinvestment standards and
disclosures as a condition of the deposit of public
funds or the approval of actions of the bank by the
superintendent, and other properly related matters,
and making penalties applicable and providing

penalties.”
By MICHAEL E, GRONSTAL

5-355%6 r"ED APQIL 5, «98 -
O s < [P O3 3)

SENATE FILE 333

S-3170
L amend Senate File 333 as follows: ‘
2 1. Title page, by striking lire 4, and insert:ing
3 the following: “"state regional bank holding company,
4 subject tc certain procedures and condit.ions,
5 subjecting a bank acquired by a regiorai bank holding
6 company to community reinvestment standards an g
7 disciosures as a condition of the deposit of public
8 funds or the approval of actions 0f the bank oy the
9 superintendent, and other properly related matters,
10 and maxing penalties”

By MICHAEL GRONSTAL
-3170 F©TILED MARCH 6, 1989

SENATE FILE 333

-3360
j aAmend Senate File 333 as follcows:
2 i. Page 4, line 35, by inserting after the word
3 "within” the following: “one hundred".
By MICHAEL E. GRONSTAL

$-3360 FILED MARCH 21, 1989
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Section 1. NEW SECTION. 524.1851 DEFINITIONS.
As used in this division, unless the context otherwise

requires:

1, "Bank holding company" means a bank holding company as
defined or referred to in the federal Bank Holding Company Act
of 1956, 12 U.S.C. § 1841 et seq., as amended to January 1,
1989.

2. "Community Reinvestment Act" means the federal
Community Reinvestment Act of 1977, 12 U.S.C. § 2501 et seq..,
as amended to January 1, 1989.

3. "Midwestern region" means the states of Illinois,
Indiana, Iowa, Kansas, Minnesota, Missouri, Michigan,
Nebraska, North Dakota, Qhio, South Dakota, and Wisconsin.

4., "Out-of-state bank holding company" means an out-of-
state bank holding company as defined or referred to in the
federal Bank Holding Company Act of 1956, 12 U.S.C. § 1842(d),
as amended to January 1, 1989,

S. "Regional bank holding company" means an out-of-state
bank holding company located in the midwestern region.

6. "State in which the regional bank holding company is
located" means the state in which the operations of the
banking subsidiaries of the regional bank holding company are
"principally conducted"” as defined in the federal Bank Eolding
Company Act of 1956, 12 U.S.C. § 1842(d), as amended to
January 1, 1989.

Sec. 2. NEW SECTION. 524.1852 RECIPROCITY.

A regional bank holding company may directly or indirectly
acquire all or a portion of the voting securities or other
capital stock of, or any interest in all or substantially all
of the assets of, or power to control in any manner the
election of any of the directors of, one or more banks
conducting a banking business in this state or one or more
bank holding companies located in this state and controlling
one or more banks conducting a banking business in this state,
if the state in which the regiconal bank holding company is

-1-
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located would allow a bank holding company located in Iowa to
acquire banks located in that state, provided that all of the
requirements of this division are met.

Sec. 3. NEW SECTION. 6524,1853 APPLICATION.

A regional bank holding company, other than a bank holding
company authorized to make an acquisition by section 524.1805,
which desires to make an acgquisition as authorized by this
division, shall file an application with the superintendent
accompanied by an application fee of five thousand dollars
payable to the superintendent. The application shall contain
such information as the superintendent may prescribe by rule
as necessary or appropriate. The applicant shall furnish to
the superintendent all of the following:

1. Information establishing that the acquisition will
promote the safety and soundness of the bank or bank holding
company proposed to be acquired, including the subsidiary
banks of the bank holding company proposed to be acquired.

2. Information demonstrating that the applicant intends to
adequately meet the convenience and needs of the communities
served by the bank or subsidiary banks of the bank holding
company proposed to be acquired in accordance with the
Community Reinvestment Act including, where applicable,
information relating to the following:

a. Procedures proposed to be carried out by the banks or
subsidiary banks of the bank holding company proposed to be
acquired to ascertain the credit needs of the communities
served by the banks or subsidiary banks of the bank holding
company proposed to be acquired, including the extent of
proposed efforts to communicate to such communities the credit
services proposed to be provided by the banks or subsidiary
banks of the bank holding company proposed to be acquired.

b. The extent of the proposed marketing and special
credit-related programs to be conducted by the banks or
subsidiary banks of the bank holding company proposed to be
acquired to make the communities served by the banks or

_2_
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subsidiary banks of the bank holding company proposed to be
acquired aware of the credit services proposed to be coffered
by them.

c. The extent of proposed participation by the board of
directors of the bank or subsidiary banks of the bank holding
company proposed to be acquired in formulating the policies
and reviewing the performance of the bank or subsidiary banks
of the bank holding company proposed to be acquired in meeting
the purposes of the Community Reinvestment Act.

d. The expected geographic distribution of credit
extensions, credit applications, and credit denials of the
bank or subsidiary banks of the bank holding company proposed
to be acquired.

e. The proposed participation, including investments by
the bank or subsidiary banks of the bank holding company
proposed to be acquired in local community development and
redevelopment projects or programs.

f. The expected ability of the bank or subsidiary banks of
the bank holding company proposed to be acquired to meet
various credit needs of the communities served by the banks or
subsidiary banks of the bank holding company proposed to be
acquired.

3. Proposed capital investment, lcan, and dividend
policies of the applicant, including a discussion of the range
of consumer and business services which are proposed to be
offered by the bank or subsidiary banks of the bank holding
company proposed to be acquired and how the bank or subsidiary
banks of the bank holding company proposed to be acquired
propose to meet the credit needs of individuals, small
business, and agriculture in the communities served by them.

4. Any plans of the applicant to merge, sell the assets
of, or liquidate the bank, bank holding company, or the
subsidiary banks of the' bank holding company proposed to be
acquired, or make any other major change in their business or

corpocrate structure or management.

-3-
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5. Information on how the proposed acquisition will result
in net new benefits to Icwa or the communities served by the
bank or subsidiary banks of the bank holding company proposed
to be acquired.

6. Evidence of compliance by the subsidiary banks of the
applicant in the states in which they are located with the
Community Reinvestment Act and any applicable state community
reinvestment statutes or rules,

Sec. 4, NEW SECTION. 524.1854 SUPERINTENDENT OF BANKING
~-— RESPONSIBILITIES.

1. The superintendent, within ten days of receipt of an
application by a regional bank holding company to make an
acquisition as authorized by this division, shall do one of
the following:

a. Accept the application for processing if it is
substantially complete.

b. Reqguest additional information as may be necessary to

complete the application.

¢. Return the application if it is substantially
incomplete.

2. If an application is accepted for processing, the

superintendent shall immediately notify the applicant that the
application is accepted for processing and publish notice of
the application in the administrative bulletin.

3. Within thirty days of acceptance of an application for
processing, the superintendent shall conduct an investigation
into the condition of the applicant and the bank or bank
holding company proposed to be acquired. The superintendent
may request additional information from the applicant and
require its prbduction as a condition of approval of the
application,

4. The superintendent shall approve or disapprove an
application within sixty days after the filing of the complete
application. If the superintendent fails to approve or
disapprove the application within twenty days after the filing

-4-
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of the complete application it shall be deemed approved.

S. In deciding whether to approve an application for an
acquisition under this division, the superintendent shall
consider all of the following:

a. Whether the subsidiary banks of the applicant are
operated in a satisfactory manner.

b. Whether the financial condition of the applicant
regional bank holding company or any of its subsidiary banks
would jeopardize the financial stability of the bank or bank
holding company proposed to be acquired.

€. Whether the proposed acquisition would result in a bank
that has inadequate capital or poor earnings prospects,

d. Whether the subsidiary banks of the applicant have
provided adequate and appropriate banking services in their
communities, including services contemplated by the Community
Reinvestment Act and any similar applicable state or local
community reinvestment statutes.

e. Whether the applicant proposes to provide adequate
banking services to meet the needs for banking services of the
communities served by the bank or the subsidiary banks of the
bank holding company proposed to be acquired, including
services contemplated by the Community Reinvestment Act.

f. Whether the applicant proposes adequate activities to
ascertain and adequately meet the credit needs of the
communities served by the bank or the subsidiary banks of the
bank holding company proposed to be acquired, including the
extent of efforts to communicate the availability of all
credit services offered.

g. Whether the applicant regicnal bank holding company has
plans or practices which would discourage applications for
specific types of loans.

h. Whether there is a record of prohibited discriminatory
or other 1llegal practices by the subsidiary banks of the
applicant regional bank hclding company.

6. The superintendent shall issue an order either ap-

_5_
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proving or disapproving an application. The order shall
include findings of fact based upon the application, in-
vestigation, public comments, or other submittals or evidence
considered. An order disapproving an application shall list
the specific reasons for disapproval.

7. Appeals from a decision of the superintendent shall be
pursuant to chapter 17a. ‘

Sec. 5. NEW SECTION. 524.,1855 RESTRICTIONS ON ACQUISI-
TIONS.

l. A regional bank holding company shall not acquire a
bank or bank holding company under this division if, following
the acquisition, the Iowa banks owned or controlled by the
regional bank holding company would have, in the aggregate,
more than ten percent of the total time and demand deposits of
all banks in this state, as determined by the superintendent
on the basis of the most recent reports of the banks in the
state to their supefvisory authorities which are available at

the time of the acquisition,

2. A regional bank holding company, other than a bank
holding company authorized to make an acquisition by section
524.1805, shall not under this division acquire any of the
following:

a. A bank unless the bank has been in existence and
continuously operated as a bank for five or more years.

b. A bank holding company unless each of its subsidiary
banks has been in existence and continuously operated as a
bank for five or more years.

3. For purposes of subsection 2, a bank shall be con-
sidered to have been in existence and continuously operated as
a bank for five or more years if either of the following
apply:

a. The bank is a new bank as a result of a consolidation
of banks each of which had been in existence and continuously
operated as a bank for five or more years before the

consolidation.
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b. The bank was organized solely for the purpose of
facilitating the acquisition of another bank that had been in
existence and continously operated as a bank for five or more
years before the acquisition.

4. For purposes of subsection 2, "subsidiary bank" does
not include a bank which is not empowered to accept deposits
or to make loans or to do both.

5. This section does not apply to acquisitions by a
regional bank holding company of a troubled bank. A troubled
bank is a bank which has been closed by a regulatory authority
or which the superintendent reasonably believes may be closed
by a regulatory authority.

Sec. 6. NEW SECTION. 524.1856 BASIC SERVICES TRANSACTION
ACCOUNT.

A bank owned or controlled by a regional bank holding com-
pany, other than a bank holding company authorized to make an
acquisition by section 524.1805, shall offer a basic services
transaction account to eligible individuals. For purposes of

this section:

1. "Basic services transaction account" means a transac-
tion account that has no initial periodic service fees, allows
at least six checks per month to be drawn on the account
without charge, and allows at least six free electronic funds
transfer transactions per month. The service fees for addi-
tional checks or electronic funds transfer transactions shall
not exceed the lowest fee for similar services charged by the
bank for accounts other than basic accounts.

2. "Eligible individual" means a person whose annual
family income is less than the federal poverty income guide-
lines as published annually in the federal register by the
United States department of health and human services,

Sec. 7. NEW SECTION. 524.1857 DEVELOPMENTAL LOANS.

A bank owned or controlled by a regional bank holding
company, other than a bank holding company authorized to make
an acquisition by section 524.1805, shall provide, within its

-7-
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community, a level of developmental loans as defined by the
superintendent by rule. The superintendent shall determine
the level so as to maximize the availability of developmental
loans within the limits of safe and sound banking practices.
"Developmental loans" includes but is not limited to the
following:

1. Loans for low-income and moderate-income housing, loans
to community development corporations, loans to small
businesses, student education loans, and energy conservation
loans.

2. Loans within a distressed area for commercial purposes,
home loans, home improvement loans, and operating leans to
family farmers. The superintendent shall annually designate
distressed areas. A distressed area may be designated for a
geographic region smaller than a county. In designating a
distressed area, the superintendent shall consider the
unemployment rate, economic conditions, and credit needs of
the area.

Sec. 8, NEW SECTION. 524.1858 NONSEVERABILITY.

If it is ultimately determined that the reciprocity
limitation in section 524.1852 is invalid, all provisions of
sections 524,.1851 through 524.1857 are void, However, if
before sections 524.1851 through 524.1857 become void, a
regional bank holding company directly or indirectly acquires
an interest in or control of a bank located in Iowa under
sections 524.1851 through 524.1857, the regional bank holding
company may maintain the interest and may expand its holdings
not to exceed the limitations contained in section 524.1802.

Sec. 9, NEW SECTION. 525.1 SHORT TITLE.

This chapter may be cited as the "Iowa Community

Reinvestment Act".
Sec. 10, NEW SECTION. 525.2 DEFINITIONS.
As used in this chapter, unless the context requires

ctherwise:
1. "Basic service area" means the area determined as

-8~
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provided in section 525.4.
2. "Department"” means the department of commerce.
3. "Financial institution" means a bank acquired pursuant

to sections 524,1851 through 524.1857.

4. "Superintendent” means the superintendent of the
division of banking of the department, for banks organized or
regulated under chapter 524.

Sec. 11. NEW SECTION. 525.3 COMMUNITY REINVESTMENT

RESPONSIBILITY.
A financial institution shall meet the credit needs of the

community or communities in which it is located, including
low-income and moderate-income neighborhoods, as determined
under section 525.5, and rural areas within the financial
institution's basic service area, consistent with safe and
sound operations of the bank,

Sec. 12. NEW SECTION. 525.4 ANNUAL COMMUNITY
REINVESTMENT DISCLOSURE REPORT AND PUBLIC NOTICE.

A financial institution shall submit to the superintendent
an annual report in a form determined by the superintendent,
which describes the following:

1. The credit needs of the community served by the
financial institution, and the method by which this
determination was made. The superintendent may by rule
stipulate a method to determine the credit needs of a

community served by a financial institution.

2. The methods used to market to the community the credit
services offered by the financial institution.

3. A description of how services actually provided by the
financial institution satisfied the needs described under
subsection 1.

4. The financial institution's participation in local,
state, and federal business and economic development programs,
small business assistance programs, programs addressing the
financial needs of minorities, and programs that meet the
specific credit needs of rural communities, including but not

_9...
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limited to the rural economic development program and the
rural agricultural diversification linked-deposit program.
The superintendent may specify by rule which programs must be

included in the report.
A financial institution shall delineate the local community

or communities that comprise its basic service area. The
basic service area so claimed is subject to the approval of
the superintendent. The superintendent may order an expansion
or contraction of a financial institution's basic service area
1f the superintendent finds the claimed area does not
correspond to the territory in fact served by the financial
institution. The superintendent shall adopt rules for
determination of the basic service area based on a financial
institution's facilities, business practices, and the
location, distribution, and concentration of the financial
institution's borrowers and depositors.

A financial institution shall provide a public notice in
the lobby of each of its facilities which requests the public
to submit comments to the financial institution regarding its
community lending activities. Each financial institution
shall maintain a file open to public inspection which contains
the five most recent annual community reinvestment disclosure
reports, public comments received on its community investment
activities, and the financial institution's response to those
comments,

Sec. 13. NEW SECTION. 525.5 COMMUNITY REINVESTMENT
DISCLOSURE REQUIREMENTS.

A financial institution, with more than ten million dollars
of assets, shall disclose as part of its annual community
reinvestment disclosure report the following:

1. The number and aggregate dollar amount of housing,
commercial, small business, agricultural, and consumer loans
originated in the state in which the financial institution's

principal place of business is located.
2. The number and aggregate dollar amount of housing,
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commercial, small business, agricultural, and consumer loans
originated in this state.

3. The number and aggregate dollar amount of housing,
commercial, small business, agricultural, and consumer loans
originated within low-income and moderate-income neighborhoods
within the financial institution's basic service area. The
superintendent may by rule or decision determine the
geographic boundaries of low-income and moderate-—income
neighborhoods within the state, or criteria for designating
low-income and moderate-income neighborhoods within a
financial institution's basic service area.

Sec. 14. NEW SECTION. 525.6 COMMUNITY REINVESTMENT
RATING SYSTEM.

The superintendent shall adopt rules, not later than
January 1, 1991, for a community reinvestment rating system
for financial institutions, to be based upon a review of the
information provided in a financial institution's annual
community reinvestment disclosure report, and other
information which the superintendent finds to be relevant.

The system must at minimum provide for an unacceptable
community reinvestment rating, a minimum acceptable community
reinvestment rating, and a top rating for exemplary community
reinvestment, and the information shall be public information.
The rating system may contain more steps than an unacceptable
rating, a minimum acceptable rating, and an exemplary rating.

Sec. 15. NEW SECTION. 525.7 ELIGIBILITY FOR
PARTICIPATION IN CERTAIN STATE PROGRAMS CONDITIONED ON
COMMUNITY REINVESTMENT GUIDELINES.

After July 1, 1991, unconditional eligibility for financial
institutions to participate in the following programs is
conditioned upon achieving a minimum acceptable community
reinvestment rating under section 525.6 and preference between
financial institutions is given for financial institutions
achieving higher ratings, with the highest preferences given

to financial institutions with an exemplary rating:
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1. Deposit of public funds, including state treasury funds
and the funds of political subdivisions.

2. State loan guarantee programs.

3. State interest rate buy-down programs.

4. Other financial programs offered through the use of
state funds.

A financial institution not meeting a minimum acceptable
community reinvestment rating may receive conditional approval
for eligibility for such programs provided that the financial
institution develops a proposal for improving its community
reinvestment rating to an acceptable level within a period of
no more than two years and the proposal is approved by the
superintendent,

After July 1, 1991, eligibility for a financial institution
to extend its service territory, acquire or merge with another
bank, savings and loan association, or financial institution,
build or acquire a new facility, transfer a home office, or
take other action requiring approval of the superintendent is
conditioned upon achieving at least a minimum acceptable
community reinvestment rating. The superintendent may by rule
condition approval or degree of approval for an acticn
requiring the superintendent's approval on higher community
reinvestment ratings. However, the superintendent may grant
approval for an action of a financial institution receiving
less than an acceptable community reinvestment rating if the
superintendent finds that the action is an essential part of a
proposal approved by the superintendent for improving the
financial institution's community reinvestment rating to an
acceptable level within a pericd of no more than two years.

Sec, 16. NEW SECTION. 525.8 COMMUNITY REINVESTMENT TASK
FORCE ESTABLISHED.

A community reinvestment task force is established to

recommend a community reinvestment rating system to the
superintendent which will encourage financial institutions to
invest in their communities and to meet the reguirements of
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this chapter. The task force shall also recommend appropriate
uses of a rating system including incentives and disincentives
for various levels of performance. The community reinvestment
task force shall be composed of seven individuals selected for
their knowledge of the financial needs of Iowa's business,
farm, and consumer communities, with none having a financial
interest in or position with a financial institution. The
majority and minority leaders in the senate and the speaker
and the minority leader in the house of representatives shall
each appoint one private nonlegislative member and the
governor shall appoint three members of the task force. The
task force shall report its recommendations to the
superintendent not later than July 1, 1990, and submit
proposed rules to implement the recommendations. The banking
division of the department of commerce shall provide staff
support to the task force.

Sec. 17. Sections 524.1851 through 524.1899 are
established as a new division entitled "REGIONAL BANKING" to
be added following division XVIII. The Code editor may
renumber existing division XIX as division XX and renumber the
sections in the divisions following division XVIII consistent
with the numbering of other divisions in chapter 524.

EXPLANATION

This bill provides for the acquisition of an Iowa bank or
Iowa bank holding company by an out-of-state bank holding
company from the midwestern region in certain circumstances if
certain conditions are satisfied.

Section 1 provides key definitions including the definition
of the "midwestern region" as the states of Illinois, Indiana,
Iowa, Kansas, Minnesota, Missouri, Michigan, Nebraska, North
Dakota, Ohio, South Dakota, and Wisconsin.

Section 2 permits a regional bank holding company to
directly or indirectly acquire all or a portion of one or more
Iowa banks or Iowa bank holding companies provided the state
in which the acquirer is located grants reciprocal acquisition

_13_
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rights to Igwa-based bank holding companies.

Section 3 details the required contents of an application
for approval by the superintendent of banking.

Section 4 details the authority of the superintendent of
banking in accepting, reviewing, approving, or disapproving an
application for acquisition by a regional bank holding
company. Criteria for review include, but are not limited to,
the financial condition of the applicant, the adequacy of
capital of the acquired bank, compliance with the federal
Community Reinvestment Act and provision of adequate and
appropriate services to communities served by the applicant,
and the existence of a record of prohibited discriminatory or
other illegal practices by the applicant or its subsidiaries.

Section 5 places certain restrictions on acquisitions. A
bank heolding company is prohibited from making an acquisition
if it would resiit in the acquirer or its subsidiaries
controlling more than ten percent of the total time and demand
deposits of all banks in the state. Acquired banks and bank
holding companies must have been in existence and continuously
operated as a bank or bank holding company for five or more
years, except that a troubled bank in existence for less than
five years may be acquired.

Section 6 requires a bank owned or controlled by a regional
bank holding company to offer a basic services transactlion
account to a person whose annual income is less than federal
poverty income guidelines. A basic services transaction
account means a transaction account that has no initial
periodic service fees, allows at least six checks per month to
be drawn on the account without charge, and allows at least
six free electronic funds transfer transactions per month.

The service fees for additional checks or electronic funds
transfer transactions shall not exceed the lowest fee for
similar services charged by the bank for accounts other than
basic accounts.

Section 7 requires a bank owned or controlled by a regional
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bank holding company to provide a certain level of
developmental loans within the bank's community.

Section 8 provides a special nonseverability clause.

Sections 9 through 16 impose community reinvestment
standards as a condition of interstate acquisitions, other
acts subject to regulatory approval, and the deposit of public
funds. These sections create a new Code chapter tentatively
numbered chapter 525.

Section 17 provides instructions to the Code editor for
integrating sections 1 through 7 of the bill into Code chapter

524.
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