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- An Act requlring registration ¢f persons located ouiside or Lhias

2 state who issue credit cards, providing
ng a

3 fee, and providing penalsy.
4 BE IT ZNACTED BY THY GENZRAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 536C.1 TITLE.

This chapter shall be known and may be cited &3 the "Lender
Credilt Card Act”.

Sec. 2. NEW SECTION. 536C.2 DETINITIONS.

As used in this chapter, unless the context otherwlse
regquires:

i. "Administratc neans the superintendent of
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the superintendent of credit unicns. However,
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administrazion and enforcement of this chapter are £o be
exerclsed pursuant to section 336C. . 4.

2. "Agreepent” means agrecrent
537.130), subsection 3.

3. "Cardholder" means cardholder as def’rned :n secrion
537.1301, subsection 7.

4. "Consumer credit “ransaction” means consumer crecit
transacti1on as defined in section S$37.1301i, subsectlion i,

5. "Credit card"” means a card or device issued under an

arrangement pursuant =0 which a card issuer glives a cavrchoide:

LERN

the privilege c¢f purchasing or leasing property, Or DUICRASING
services, obtaining loans, or otherwise cbidlning credit frem

at least one hundred persons not related to the card issu

m

-
P

6. "Person” means any individual, firm, corpcration,
partnership, joirt venture, or asscclation, and any other
organization or group, however organized,

Sec. 2, NEW SECTION. 5S36C.3 EXEMPTIONS.

This chapter does not apply to a bank chartercd under
chapter 524 or a bank chartered under federai law wnich has
its principal place of business located in this state, a
savings and loan association chartered under chapier 534 or a
savings and loan association chartered under federal law which
has its principal place ¢of business located in thls state, a
credlt union chartered under chapter 533 or a credit unicn
chartered under federal! law wnich has i%ts principal place of
business lacated in this state, regulated 1o

s1cernsed under chapter 536, or industrial loan companlies
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iicensed under chapter 52
Sec. #u.

1. A person sha:il

with the administrator

:ssuing credlit cards in this st

-~

cr pefore January 31 of each vear.

shall be in writing on a form prescrit

and contain the name and address of
and address cf a designated agent
may be made in this state,

administrator deers relevant.

2. At the time of fillng a recistration statelent Lhe
person snall provide the adminigtraroar wilth a ¢opy of the
redit agreement and biliing statement being used by the carc
. LI informatien in a f£iiing statement Decowes Lrnaccurate
after filing, the person shall notify the administrater 1n
writing of the changes within si x*y days of suci change.
Sec. 5. NEW SECTION. 536C. FEES.

A person required to file a registration statement pursuant

to this chapter shall pay to the administrator an annual fee
ct fifty dollars. The fee shall be paid at the time the
person files the registration statement.

Sec. 6. NEW SECTION. 536C.6 APPLICABILITY OF IOWA
CONSUMER CREDIT CODE.

1. The terms and conditions of a credit card agreement

shall conform to the provisions of chapter 537, the Iowa
consumer credit code.

2. A provision of the Iowa consumer credit code applicable
to credic cards regulated by this chapter supersedes a
confiicting provision of this chapter,

Sec. 7. NEW SECTION. 536C.7 BOOKS AND RECORDS.

A person who ilssues credit cards shall xeep such books,

1

accounts, and records as will enable the administrator %o

determine whether or no: the persgon is compiying with the

-2=-
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provisions of this chapter and chapter 537. The persen
not be required to preserve or keep thelr records or f
a longer period :charn taree years folilowing the
inai payment.
Sec. 8. NEW SECTION. 536C.8 INVESTIGATIONS.
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1. The administrator may lnvestigate at arny nime

Cchs o<
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ss of a credit card issuer subject o the provi
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this chaprer. The administrator may examine tne b

r

records, accounts, and files pertaining tc the dusirness of

-
o

1ssuing credit cards subject to the provisions of this
chaprer.

2. The admiristrator may accept a copy of an examinaticon
conducted by a state or federal regulator in lieu of an

lnvestlgation cor examination by the administrator.

3. If an lnvestigation or examination is performed by tre
administrator under this section, the crediz card lssuer siail
pay to the administrator a fee based on the actual cost of

S
such 1lnvestigatlon or examiration as deztermined by the
adninistrator.

4. Upor. comp:etion of ar investigatlon or examlnation by
the administrator, the examiner shall render a bllling in
triplicate, with one copy to pe delivered to :the credit card
issuer and two coples to be delivered to the adminigtrator.
Failure to pay the fee to the administrator within thirty days

fter the billing for the investigatior of examination is
deiivered shall subiect the credit card issuer to an
additional fee of five percent of the amount of the original
fee for each day the payment is delinguent.

Sec. 9. NEW SEZCTION. 536C.9 CEASEZ AND DESIST ORDERS.

1. If the administraror has reasonable cause =0 believe a

person who issues credit cards Isg violating any provision of
this chapter, or rules adopted pursuant o this chapter, the
administrator may enter a written order requiring the perscn
to cease, desist, and refrain from an act constituting a

violation. A copy of the order shall be sent ©o the person ov
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certified mail, The person may file with the administrator a

written notice cf appeal within £:ifteen day
order. The person may aiso reguest thet the crder be s:
e

pendirng resclucicn of the appeal. The appellant shal
2

2, Withir thircy days after receipt cof a netice of appea:
the administrazor shall hold a hearing to consider the apoea’.
The appeiiant shall be informed regarding the time and place
cf tne hearing not later than ten days prior te the hearing.
The adminlistrator's decision shall be provided, in writling, o

ertion of Lne

b=

the appellant within thirty days of the coap
hearing,
Sec. 10. NEW SECTICON. 536C.10 TINJINCTIONS.

The administrator may commence an action in the dist

re
(R}
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court te restrain and enjoin any person from violating th:
chapter, or to restraln and enjcin any verson f{rom engaging in
the business of issuing credit cards without filing a
registration statement as reqguired by this chapter.

Sec., 11. NEW SECTION., 536C.11 WAIVER UNENFORCEABLE.

A waiver of the provisions of this chapter or chapter 537

ig not wvalid.
Sec. 12. NEW SECTION. 536C.12 PENALTY.

If an officer, director, oxr agent of a corporation engaged

in the business of issuing credit cards violates any of the
provisions of this chapter whicn are not also viclaticns of
the Iowa consumer credit code; or 1f a person individuzlly or
as a partner, or otficer, director, or agent of a corporatcion
engages in the business of issuing credit cards without filing
the registration statement required by section 536C.4, the
person is guilty of a serious misdemeancr. Viclatigns of thisg
chapter which are aiso violations of the Iowa consumer credit
code shall be subject to the penal:iies provicded in the Icwa
consumer credit code.

Sec. 13, NEW SZCTION. 536C.1i3 RULE

_4_
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Trne administratcr may acdopt such rules pursuant to chapter .
178, as may oe necessary for the enforcement anc

[

administration ¢f thls chapter.
Sec. 14. NEW SECTION. 536C.14 ENFORCEMENT.

Ealiad

1. The superintencent of panking shall enforce tn

(o) TS S I S VS I ]
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1s1ons of this chapier with respect To Danks ot exempt

Qv
from the provisiors of tnis chapter uncer section 526C.3.
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2. The superintendent of credit unicns shall enforce
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orovisions of this chapter with respect to credin unions
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exenmpt from the provisions of this chaprer under gecticn
536C.3.
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EXPLANATION

i o]

Thls bill reguires ail nonres:dent issu

s —

——
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e
Wwho lssue crecdit cards to Iowa residents Lo register witn
either the superintenden: of banking or the

credit unions, defined as the administra

17 conducting business in this state and annuat.y thereafzer. A

i8 copy cf the credit agreement and billing .
19 card issuer 1s to be attacked to this £:1ing.

20 The administrator i1s granted tie authority to examine a

21 card issuer concerning an alleged wviolatlion of this chapter,

22 and may 1ssue a cease and desist order againsti a carc lssger

23 if there is reasonable cause to believe a vioclaticon is

24 occurring.

25 A card issuer who violates this cnhapter Is guilty of a

26 serious misdemeanor unless the violation also violates a

27 provision of the consumer credit code, in which case the

28 penalty under that code is to apply.
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Amenrd Senate File 31., as pasced by the Senate, as
follows:

1. Page 1, by inserting befcre line 1,
fellowing:

"Section 1. Section 527.2, Code 1991, is amencded
by adding the following new subsections:

NEW SUBSECTION. 18. "Electronlc perscona:
identifier" means a personal and confidential code or
other security mechanism whichn has been designated by
a financial institution issuing an access cdevice %o &
customer tc serve as a supplemental means of access to
a customer's account that may be used by the customer
in conjunction with an access device for the purpose
of initiating a transaction by means of a sateilite
terminal,

NEW SUBSECTIO 19, "Limited-function terminal
means an On—11Pe point-cf-sale terminal or off-line
point-of-sale terminal which is not operated in a
manner to accept an electronic personal indencifier
and is not capable of clsthrculs“_ug petween
transactions which affect a customer asset account and
transactions which do not affect a customer asset
account. Excep:t as otherwise provided, a limited-
function terminal shall not be subject to the
requirements imposed upon other satellilte terminals
pursuant to sections 527.4 and 527.5.

NEW SUBSECTION, 20. "Customer asset account”
means a demand deposit, share, checking, savings, or
other customer account, other than an occasional or
incidental credit balance in & credit pian, which
represents a liability of the financial institution
maintaining such account either directly or indirectly
for the benefit of a customer.

Sec. 2. Section 527.2, subsections 5, 10, and l4,
Coce 1991, are amended to read as foiiows:

5. "Financial ipstitution"” means andé inciudes any
bank incorporated under the provisions of chepter-524
any state or federal law, any savings and loan
assoclation incorporated uncéer the provisions of
ehepter-534 any state or federal law, any credit union
organized under the provisions of ehaptes-3533 any
state or federal law, any corporation licensed “as an
industrial loan company under chapter 526A7-ané-any
baniky-ssyvings-and-ioan-asscciatiany-or—cseazrb-nnion
tncerporated-under-£federai-taw-or-cthe-tavs-of-a-state
other-than-iova-vhieh-nas-an-office-rocated-wrknain
shrs-state.

10. "Satellite zerminal" means and includes any
machine or device located off the premises of a
financial institution, whether attended or unattended,

- -
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by means of which the firancial Institution and l:z3
customers utiiizing an access device may engage
through either the immecdiate transmission of
electronic impulses to or from the {inancial
institution or the recording of electronic impulses or
other Indicia of a transaction for delaved
transmission %o the firnarcial institution, in
transactions which are incidental to the conduct of
the business of the financial institution and which
otherwise are specifically permitted by appiicablie
law. "Satellite terminal® also includes any machine
or device located on the premises ol a financial
institution only if the machine or device is available
for use by custcomers of other financial institutions.
Howevar, the term "satellite terminal"”" does not
include any such machine or device, wherever located,
1f thet machine or device is not generally accessible
to persons other than employees of a {inancial
institution or an affiliate of a financia:l
institution.

14, "Access device" means a card, code, ar other
reans-of-paccezs-to-a-customerig-aeecnunt mechanism, or
any compination thereof, that may be used by &he a
customer for the purpose of initiating a transaction
by means of a satellite terminal which wi:l affect a
customer asset account which is maintained by a
financ:ial institution at & business locaticn or ofiice
located in this state.

Sec. 3. Section 527.2, subsection 6, paragraéeph a,
Code 1991, 1is amended to read as follows:

a. Tne machine or device ig established and owned
or operated by a person who primarily engages in a
service, business or enterprise, including but no:
limited to the retail sale of goods or services, but
who 1s not organized under the laws of this state or
under federal law as a bank, savings and 1ioan
association, or credit urion;

Sec. 4. Section 527.3, Code 1991, is amended Dy
adding the following new subsection:

NEW SUBSECTIQON. 6. The authority of ar
administrator pursuant o section 527.5, subsection 2,
paragraph "a", to approve access carcds issued by a
financiel institution for use as an access device
includes the requirement that a registration statement
shall be filed with the administrator and be
maintained on a current basis by each financial
institution issulng access cards within the state,.
The registration statement shall be in writing on a
form prescribed by the administrator, and contain the
name and address cf the registrant, a depiction of

_2...
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ooth sides of the access card, ané anv other
information the administrator deems relevan:.

Sec. 5. Secktion 527.4, subsection 3, paragrapn &,
subparagraph (2), Ccce 1991, is amended to read as
follows:

(2) The satellite terminal is not designed,
configured, or operated to dispense cash except when
operated by the retailer as-part-of-a-recatl-sates
transaetion.

Sec. 6. Section 527.5, subsection 8, Code 1991, is
amended to read as follows:

8. a. A satellite terminal in this state shail
not be operated in a manner to permit a person to
credit a demand-deposit-acceunt;-savings-aceounsy
saare-aceount;~or-any-othes-account-renresentrng-a
teapiitey-of-a~Einanciat-inatienrien customer asset
account, Lf tha® the business location of the
financial institution whers the original records
pertaining to the customer asset account are
maintained is located outside of this state.

b. Paragraph "a" of this subsection does not
to a corporation iicensed under chapter 5336A. A
satellite termiral shall not be operated in any manner
to permit a perscn to credit an-account-representing-a
trabptitty a customer asset account of a corpcration
Licensed uncder chapter 336A, if tne business locatiocon
of the corporation where the original records
pertaining to the persenis customer asset account are
maintained is located outside of this state.

Sec. 7. Section S$27.5, subsection 9, paragraph b,
subparagrapn (2), Code 1991, is amended to read as
follows:

{2) The transaction does not affect a depsais
customer asset account held by a firnancial
institution.

Sec. 8. Section 527.5, Code 1991, is arended by
adding the following new subsections:

NEW SUBSECTION. 1l. A financial iInstitution
establishing a limited-function terminal within this
state shall fiie with the administrator and shalil
maintain on & current basis a registration statement
on a form prescribed by the administrator containing
the name and address of the registrant, the location
of the limited-function terminal, ané any other
information the administrator deems relevant.

NEW SUBSECTION. 12. 1If at any time, a limited-
function terminal is upgraded, altered, or modified in
such a manner as to permit the use of an electronic
personal identifier or to be capablie of distinguishing
between transactions which affect customer asset
-3

appiy
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accounts and transactions whicnh do not af
assekb gccouncs, all recuirements of a sa:
terminal in this section apply.

Sec. 9. Seccion 527.5, subsection 2,
ané I, Codge 1991, are amended to read as

e. An agreement by the applicant tha
central routing unit will be capable oi
routing, and will pe operatec to accept an
transmissions of data orig;nating at any
terminal located in this state, except limi
function terminals, whether receiving from
terminal or from a data processing center
central routing unic,

f. A representation and undertaking
proposed central EO"*ing unit is directil
¢very data processing center that is dir
connected to a satellite termirnail iocated this
stare, and that the proposed central routing unit will
provide for direct connectlon in the future with any
data processing center that becomes directly connected
Lo a satellite term:inal located in this state. This
representation and undertaking is not required of a
central routing unit with respect to limited- function
terminals.”

2. By renumbering as necessary.

By GRONINGA of Cerro Gordo

by

! N

3o in fu
[ e O so

)

¢
i
m -

Fatl
)

s 3

(1]

m

SO o O N

[N ¥]

>y

b I T
D=
s
‘)

C
aow

v o
'J.‘l O
[q]
b= O o7
'..l r:
ri
E).l 1)

e F
Wl m

o W
o o
ju gl
m
ry

Q

'y

=3

g T
Ty orr
11
mn
r
1.2
(o}
Y
Q

gy
0

P oF Q)

y

3 b= O i
i

B-3619 FILED APRIL 12, 1991
{L///f -'-/,_q ‘,."r/‘,'”"/

SENATE FILE 311

B-3709

N Ld B R W00~ U D D

W

Amend Senate File 31i, as passed by the Senate, as
follows:
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ting after the word
inancial 1nstitution™.
2, and inserting the
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following:

"6. "Financ:ial
incorporated under
federal iaw, a savin
incorporated under
federa? law, a cred.
praovisions of
affiliate of ;JCP
or credit union,

7. "Person" means any individualil, firm,
corporation,

titution"” means & bank
e provisions of any state or

s and loan association

rovisicons of any state or
nlon organized under the

or federal law, and any
. savings and loan association,
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By HALVORSON of Webster
XREMER o©f Buchanan
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Amend Senate File 311, as passed by the Seéenate, as
follows:

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

"Section 1., Section 527.2, Code 19291, is amended
by adding the following new subsections:

NEW SUBSECTION. 18. "Electronic personail
identifier" means a personal and confidentlal cocde or
other security mechanism which has been designated by
a financial institution issuing an access device to a
customer to serve as a supplemental means of access to
a customer's account that may be used by the customer
in conjunction with an access device for the purpose
of initiating a transaction by means of a satellite
terminal.

NEW SUBSECTION. 19. "Limited-function terminal®
means an on-line point-of-sale terminal or an offi-liine
point-of-sale terminal which satisfies the
requirements of section 527.4, subsection 3, paragraph
"d", or a multiple use terminal, which is not cperated
in a manner to accept an electronic personal
indentifier, and which is not operated to distinguish
between transactions which affect a customer asset
account and transactions which do not affect &
customer asset account. Except as otherwise provided,
a limited-function terminal shall not be subiect to
the requirements imposed upon other satellite
terminals pursuant to sections 527.4 and 527.5,
subsections 1, 2, 3, 7, and 9.

NEW SUBSECTION. 20. "Customer asset account” or
"account" means a demand depcsit, share, checking,
savings, or other customer account, other than an
occasional or incidental credit balance in a credit
plan, which represents a liability of the Iinancial
institution which maintains such account at a business
location or office located in this state, either
directly or indirectly for the benefit of a customer.

Sec. 2. Section 527.2, subsections 5, 10, andé i4,
Code 1991, are amencded to read as follows:

5. "Financial instituticon” means and includes any
bank incorporated under the provisions of ehgpter-524
any state or federal iaw, any savings and loan
association incorporated under the provisions of
chapter-534 any state or federal law, any credit union
organized under the provisions of ehapter-533 any
state or federal law, any corporation licensed as an
industrial iocan company under chapter 536A, and any
affiliate of a bank, savings and loan association, of
credit union tncorporated-under-federal-taw-or-evae
tawa-of-a-state-sther-than-tova-wnich-has-an-office

_.l_
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1 tecated-within-thrs-statre, or industrial loan comrany. .

18, "Satelllte terminal" means anc¢ includes any
machine or device located off the premises of a
financial institution, and any machine or devige
located on the premises of a f£inancial institub:iorn
only if the machine or device is available fcr use ty
customers of other financial institutions, whether
attended or unattended, by means of which the
financial institution and its customers utlﬁL? ng an
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10 access device may engage through either the imaedizte

1l transmission of electronic impuises <o or from the

12 financial institution or the recording of electronic

13 impulses or other indicia of a transac:zion for delayed

14 transmission to the financial institution, in

15 transactions which are-incidertar-to-tke-conducs-aé

i6 the-busrness-of-the-finanetaz-insettusion affecl a

17 customeiy asset account and whicnh otherwise are

18 specifically permitted by applicable law. LSeterites

1 terminaé“—a}so—inciudes—any-machéne—armdevéce—:ocate&

20 oni~the-premises-of-g-financrai-institutien-osty-zf-rhe
mMacnrne-or-device-ia- avaé&ab%e—fex—nse—by—casc@%:fs~9§

72 other-financital-tnatttutsorss However, the zerm
23 "satellite terminal" does not include any such nmachinz
24 or device, wherever located, 1f that machine cr device

25 1s not gererally accessible to persons other than

26 employees of a financial institution or an affilia.e

27 of a £inancial institution. .
28 14. ‘"Access device" means a ca A el

0 o
y

28 megns-of-zceess-ko-a-sustomerls-&
30 any compination thereof, tha: may be
1 customez for the purvose of '.1L15L;ng a
32 by mezans of @ satellize terminal which wi

33 custcmer asset account.

34 Sec. 3. Section 527.2, subsection § caragraph 2,
35 Code 1991, is amended :to read as follows:
3& 2. The nmachine or device 1s estaplished and owned

37 or operated by a person who primarily engages in a
38 service, business or enterprise, including but not
35 limited to the retail sale of goods or services, but
40 who 1s not organized under the laws of this scate or
4l under federal law as a bank, savings and loan

42 association, or credit union;

43 Sec. 4. Section 527.3, subsection 2, Code .39%1, is
44 amended o read as follows:
45 2. The administrator shail have the authoriiy o

46 examine any person who operates & multiple use
47 terminal, iimited-function terminal, or other
48 satellice terminal, and any other device or facility
4% with which such terminal is interconneched, as -c any
56 transaction by, with, or involving a financial

_2_
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' institution which affects a customer asset account.
Information obtained in the course of sucn an
examination shall not be disclosed, except as provided
by law.

Sec. 5. Section 527.3, Code 1991, is amended by
adding the following new subsections:

NEW SUBSECTION., 6. The authority of an
adminlstrator pursuan:t to section 527.5, subsectlion 2,
paragraph "a", to approve access cards issued Dy a
financial institution for use as an access device
includes the requirement that a registration statement
shall be filed with the administrator and be
maintained on a current basis by each financial
institution issuing access cards within the state.

The registration statement shall be in writing on a
form prescribed by the administrator, and contain the
name and address of the registrant, a depiction of
both sides of the access card, and any other
information the administrator deems relevant r

to the access card and transactions utilizing

access card which affect a customer asset account.

NEW SUBSECTION. 7. A financial institution shall
not be regquired to join, be a member or shareholder
of, or otherwise participate in, any corporation,
association, partnership, cooperative, or other
enterprise as a condition of the financial
institution's utilization of any satellite terminal
located within this state.

Sec. 6. Section 527.4, subsection 3, paragraph 4,
Code 1991, is amended to read as follcws:

d. At any retaii-samiea location in this state off
the premises of the financial institution 1f all of
the following apply:

(1) The satellite terminal is not designeds;
configuredy-or operated tc accept deposiks or o
dispense scrip or other negotiable instruments.

{2) The satellite terminal is not deatgneds;
confiqureds;-or operated to dispense cash except when
operated by the-retasiier-as-part-of-a-retail-saies a
person other than the customer initiating the
transaction.

{3) The sateilite terminal 1is utilized for the
purpose of making pavment o the retaiier-£for prov
of goods or services purchased or provided at th
location of the satellite terminal.

Sec. 7. Section 527.5, subsection 2, paragraph b,
Code 1991, is amended by striking the paragraph.

Sec. 8. Section 527.5%5, subsecticn 6, Code 1991, is
amenrded to read as follows:

6. The charges required to be paid by any

_3_
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financial institution which utilizes the satellite
terminal for transactions involving an access device
shall not exceed a pro rata portion of the costs,
determined in accordance wiith generally accepced
accounting principles, of establishing, operacing and
maintalning the satellite terminal, plus a reasonable
return on these costs to zhe cwner of the satellite
terminal.

Sec. 9. Section 527.5, subsection 8; Code 1991, is
amended to read as follows:

8. a. A satellite terminal iIn this state shalil
nct be operated in & manner to permit a person to
credtt deposit funds into a demand de9051t accounc,
savings account, share account, or any otner account
representing a liablility of a financial institution,
if erat the business location of the financial
institution where the original records pertaining to
the person’'s account are maintained 1s located osutside
of this state.

c. Paragraph "a" of this subgection does not
£0 a corporation licensed under chapter 536A.
satellite terminel shall aot be operated in
O permit a person to eredit deposit '
account representing a liabillity of
licensed unde: chapter 936A, if the
of the corporation where the or glﬂal reccr
pertaining to the person's account
Located cutside of this state.

Sec. 10. Sectiorn 527.5%,
subparagraph {2), Code
follows:

{2) The transaction does a
customer asset account held ol
institzution,

Sec. il. Section 527.5, Ccde 1991, is amended by
adding the fo;lchnJ new subsectiong:

NEW SUBSECTION, 1l. Any person, as defined in
section 4.1, subsection 13, establishing 2 lismized-
function termina. within this state, excezt for a
multiple use terminal, which i1s uvtilized o initiat
transactions affecting a customer asset accounc shell
file with the administrator and shall maintain on a
current basis a registration statement on a form
prescribed by the administrator containing the name
and address of the registrant, the location of the
limited-function terminal, and any other infermaticn
the administracor deems relevant. All limited-
function terminals established in this state prior
~uly 1, 199, shail be recistered in a similar
oy the establishing person no later than July

—4—
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NEW SUBSECTION. 12. 1If at any time, & limited-
function terminal is upgraded, altered, or mcdified

be operated in a manner to accept the use of an
electronic personal identifier or to distinguish
petween transactions which affect customer asset
accounts and transactions which do not affect customer
asset accounts, all requirements of a satellite
terminal in this chapter apply. A financial
institution not eligible to establish satellite
terminals within this state, which has established a
limited-function terminal which is subsequently
upgraded, altered, or modified as contemplated in this
subsection, shall enter into an agreement with a
financial institution which is authorized to establish
a sateliite terminal within this state to comply with
the requirements of section 527.4 and this subsection.

NEW SUBSECTION. 13. Effective July 1, 1993, any
transaction engaged in with a retailer through a
satellite terminal located ir this state by means of
an access device which results In a debit to a
customer asset account shall be cleared and paid at
par to the retailer during the settlement of such
transaction to the retailer. Processing fees and
charges for such transactions to the retailer shall
not be based on a percentage of the amount of the
transaction. All accounting documents reflecting such
fees and charges shall separately identify
transactions which nhave resulted in a debit to a
customer asset account and the charges imposed. The
provisions of this subsection shall appiy to all
satellite terminals, including limited-function
rerminals and multiple use terminals.

Sec. 12, Section 527.7, subsection 2, Code 31991,
is amended to read as follows:

2. In any transaction where the total acecount
amount involved is deducted from funds in a custiomer's
account and is simultaneously paid either direc:tly or
indirectly by the financial institution to the account
of a third party, any portion of the transaction
amount which represents a sales or other tax imposed
upon or included within the transaction and collected
by that third party from the customer, or any porticn
of the transaction amount which represencts interest
pald to the third party by the customer.

Sec., 13. NEW SECTION. 527.8& EXEMPTIONS.

Transactions :initiated at a sacellite terminal
which do not involve the use of an access device to
directly or indirectly affect a customer asset accounc
are not governed by this chapter.

Sec. 14. Section 527.9, subsection 2, paragraphs e

_5_
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and £, Code 1991,

rout

terminal located in this state,

O QO ) O WU L)

central routing unit.
10 £.

are amended to read as
e. An agreement by the applicant
central routing unit will be capable of accepting and
ing, and will be operated to accept and route,
transmissions of data orilginating at any satellite

follows:
that the proposed

except limited-

function terminals, whether receiving from that
terminal or from a data processing center or other

A representation and undertaking that the

11 proposed central routing unit is directly connected to
12 every data processing center that is directly

13 connected

to a satellite terminal located in this

14 state, and that the proposed central routing unit will
15 provide for direct connection in the future with any
16 data processing center that becomes directly connected

17 to a satellite terminai located

in this state. 7This

18 representation and undertaking is not required cf a

19 central routing unit with respect to limited-

function

20 terminals."”

21 2. By renumbering as necessary.
By GRONINGA of Cerro Cordo
H-3791 FILED APRIL 23, 1991
A plld fzy/9r (g 15252
7 ’
SENATE FILE 311
E-3561 , ‘

Z amesd Serate Fi.e 2311, as passed by the Senzte, as

2 foliows: A k )

K 1. Page 1, line 7, by ins2rting alier tne werc

4 "panking" the fSoilowing: M, the superintenaent oo

53 savings ant loan &s8s0Clatlons Cf The superinTlencent S

£ sueccessor,”

B 2. ©Page 2, hy inserting aliter .ine 31, the

£ fgollowing o '

G »3 . i person who is in full complléance wiin 1ng
"¢ proviaions of =nis chapter is considered a supeIv:ised
i Firancial organization under the Iowa consumer Crec:it
T2 code for purposes of contracting for Iinance charges
“2 mu-tnorized for credin card issuers under SecTion
¢ 337.2402." .

Lz 3. Page 5, DY InsRITLINg attér Line ..o, t4f
18 Zocllowing: o
7 "3, The superintendent £f savings ant 16én
‘2 assoclations & the superintendeni's successor shall
18 erfarce the provisisns of this chapter woth respect 0
20 savings andé _oan asscociations not exembdt f:?m ine
2 wrovisions of this chapter under saction 536C.5.°
) By HALVORSON of Wesster
XREMER of Bucharnan
E-356 TILED APRIL L2, 1551

L/{éd—ﬂ—é-:f, ‘/;?‘f/ / («? ryr )
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HOUSE AMENDMENT TO
SENATE FILE 311

S-3626

1 Amend Senate File 311, as passed by the Senate, as
2 follows:

3 1. Page 1, by inserting before line 1, the

4 following:

S "Section 1. Section 3$27.2, Code 1991, is amended
6 by adding the following new subsections:

7 NEW SUBSECTION. 18. '"Electronic personal

8 identifier" means a personal and confidential code or
9 other security mechanism which has been designated by
10 a firancial institution issuing an access device to a
11 customer to serve as a supplemental means of access to

a customer's account that may be used by the custcmer
in conjunction with an access device for the purpose
of initiating a transaction by means of a satellite
terminal.

NEW SUBSECTIQON. 19. "Limited-function terminal”
means an on-line point-of-sale terminal or an off-line
point-of-sale terminal which satisfies the
requirements of section 527.4, subsection 3, paragraph
"d", or a multiple use terminal, which is not operated
in a manner to accept an electronic personal
incdentifier, and which is not operated to distinguish
between transactions which affect a customer asset
account and transactions which do not affect a
customer asset acccunt. Except as ctherwise provicded,
a limited-function terminal shall not be subject to
the requirements imposed upon other satellite
terminals pursuant to secticns 527.4 and 527.5,
supsections 1, 2, 3, 7, and 9.

NEW SUBSECTION. 20. "Customer asset account" or
"account" means a demand ceposx., share, checking,
savings, or c¢ther customer accouni, cther than an
occasional or incidental credit balance in a ¢radis

plan, which represeats a liability of the financial
institution which maintains such acccunt at a business
location or cffice 1ocated in this stace, either

lirectly or indirectly for the nenefit of a cuszonm

Sec. 2. Section 527.2, subsections 5, 10, and
Code 1991, are amended to read as follows:

S. "Financial institution" means and includes any
oank incorporated under the previsions of ehapter-524
any state gor federal law, any savings andéd 12an
association incerperaced under the provisions ¢

G

~

F D

chapeer-S534 any stace or federal law, any credit union
crgenized uncer =zhe provisions o ehaptes-533 zn

state or federal law, any corporation .icensed as an

industrial lcan compary under chapter 536A, and any

affiliate 2f a bank, savings and loan asscciation, es
credit union $nce“pofateé-,“eer tederat-raw-ar-tne
iawas-af-g-arare- o_“e-—than-—ew& whrem-mas-an-atfien

-
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14
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16
17
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26
27
28
29
30
31
32
33
34
35
36
37
38
39
~

41
42
43
14
4%

A
&

48
49
50

tocared-withrn-*hia-3tate, or industrial loan company.
6. "Satellite terminal" means and incliudes any .
machine or device located off the premises of a
financial institution, and any machine or device
located on the premises of a financial institution
only if the machine or device ig available for use by
customers of other financial lnstitutions, whether
attended or unattended, by means of which the
financlal institution and its customers utilizing an
access device may engage through elther the immediate
transmission of electronic impuises to or from the
financial institution or the recording of electronic
impulses or other indicia of a transaction for delayed
transmission to the financilal institution, in
transactions which are-inetdentai-to-the-conduct-sf
the-business-of-thne-financrat-rnakttturron affect a
customer asset account and which otherwise are
specifically permitted by applicable law. “Sateiiite
terminatl-atss-tnecindes-—any-machine-ar-device-tocated
on-ths-premises-of-a-financrat-tnskientton-onty-1&-the
machine-or-device-t3-avatiavte-£fer-nse-kby-customers-of
other-£frnanetat-rasetenetronss However, the term
"satellite terminal" does not include any such machine
or device, wherever lccated, if that machine or device
1s not generally accessible to persons other than
employees of a financial institution or an affiliate

of a financial institution.
14, "Access device" means a card, code, or othe:
m

means-of-aceelds-to-g-customerts—agecount mecpnanism, oOr
any combination therecf, that may be used by %ke 2
customer for the purpose of initiating a transaction
by means of a satellite terminal which will affec:t
customer asset acccunt.

Sec. 3. Section 527.2, subsection 6, paragraph a,
Code 1991, 1s amenced to read as follows:

a. The machine or device 1s established and cwned
or operated by a person who primarily engages -n a
service, business or enterprise, lncluding but not
limited to the retail sale of goods or services, bul
who 15 not organized under the laws of this state or
inder federal law as a bank, savings and loan
association, or credit anion;

Sec., 4. Secticn 527.3, subsecticon 2, Code 1891, is
amended to read as follows:

2. The administrator shall have the authority Lo
examlne any Dperscn wio operaies a multiple use
terminal, limited-function terminai, or other
satellite termival, and any other device or facility
witn wnich such terminal is interconnected, az o any
transaction by, wlth, or invclving a financial

-2-
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affects a customer asses
the course of such
excent

which
obtalned
shall not be disclosed,

institution
Informaticon
examination
by iaw.

Sec. 5. Section 527.3, Ccde 1991,
adding the fo:ilowing new subsectiong:

NEW SUBSECTION. 6. The authority of an
administrator pursuant to secticn 327 5, subsecticn 2,
paragraph "a", to approve access cards issued by a
financial institution for use as an access device
inciudes the requirement that a reglstration statement
shall be filed with the administrator and be
maintained on a current basis oy each financial
institution issuing access cards within the state,

The registration statement shall be in writing on a
form prescribed by the administrator, and contain the
name and addéress of the regiszrant, a depiction of
both sides cof the access caré, ané any cther
infermation the administrator deems relevant relating
to the access card and transacticns utilizing the
access card which affec: a cust me' asset account,

NEW SURSECTION. A firnancial Institution shail
not be regquired n, be a member or sharenclder
of, cr ctherwise participate in, any ccrporat:ion,
asscclaticn, partnership, cooperative, or other
enterprise as a condition of the firancia:l
institution's uitilization of any satellite terminal
located within this state.

Sec. 6. Sectisn 527.3, subsecticon 3,
Code 199:, is aﬂenceﬂ read as follows:

¢. Ar location in this
the premises of E;“ancéal lastituticn
the follicwing
)} The sat
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financial institution which utilizes the satelilte
terminal for transactions involving an access dev:ice
shall not exceed a pro rata portion of the «<osts,
determined in accordance with generally zccepted
accounting principles, of establishing, operating and
maintaining the satellite terminal, plus a reasonable
return on these costs to the owner of the satellite
terminal. _

Sec. 9. Section 527.5, subsection 8, Code 1991, is
amended to read as follows:

8. a. A satellite terminal in this state shall
not be cperated in a manner to permit a person to
eredie deposit funds into a demand deposit account,
savings account, share account, or any other account
representing a liability of a financial institution,
1f #hat the business location of the firancial
institution where the original records pertaining to
the person's account are maintained is located outside
of this state.

b. Paragraph "a" of this subsection does nct apply
to a corporation licensed under chapter 536A. A
satellite terminal shall not be operated in any manner
to permit a person to eredit deposit funds into an
account representing a liability of a corporation
licensed under cphapter 536A, 1f the business locatiocn
of the corporation where the original records
pertaining to the person's account are maintained is
located outside of this state.

Sec. 10. Sectilon 327.5, subsection 9, paragraph D,
subparagraph (2), Code 1931, is amended to read as
follows:

(2} The transaction does nct affect a depestt
customer assel account held by a firancial
institution.

Sec. l)l. Section 527.5, Code 1991, 1s amended oy
adding the followlng new subsections:

NEW SUBSECTION. 1. Any person, as defined In
section 4.1, subsection 13, establishing a limited-
funcrion terminal within this state, except for a
muitipie use terminai, which is utilized to initlate
transactions affecring a customer asset account shail
file with the administrator and shall maintain on a
current basis a registration statement on a form
prescribed by the administrator coataining the name
and address of the registrant, the location of the
limiced-function terminal, and any other irnformatiocn
the administrator deems relevant. 11 limited-
function terminals established in this state prior %c¢
July 1, 1991, shall be registered in a similar manner
by the establishing person no iater than Jjuly 1, 1992,

_4..
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NEW SUBSECTION. 12. 1If at any time, & limited-
function terminal is upgraded, altered, or modified to
be operated in a manner to accept the use of an
electronic personal identifier or to distinguish
between transactions which affect customer asse:
accounts and transactions which Go not affect cuscomer
asset accounts, all requirements of a satellite
terminal in this chapter apply. A financial
institution not eligible to establish satellite
terminals within this state, which has established a
limited-function terminal which Is subsequently
upgraded, altered, or modified as contemplated in this
subsection, shall enter intoc an.agreement with a
financial institution which is authorized to establish
a satellite terminal within this state to comply with
the requirements of section 527.4 and this subsection.

NEW SUBSECTION. 13. Zffective July i, 1993, any
transacticn engaged in with a retailer thrcough a
satellite terminal located in this state by means of
an access device which results in a debit to a
customer asset account shall be cleared and paid at
par to the retailer during the settlement cf such
transaction to the retailer. Processing fees and
charges for such transactions to fthe retailer shail:l
not be based on a percentage of the amount of the
transaction. All acccunting documents reflecting such
fees and charges shall separately identify
transactions which have resulted in a cebit to a
customer asset account and the charces impcsed. The
provisions of this subsection shall apply to ail
satellite terminals, iancluding limited-funciicn
terminals and muyltiple use terminals.

Sec. 12. Section 527.7, subsection 2, Code 1991,
is amended to read as follows:

2. In any transaction where the total aceount
amount involved is ded :cted from funds in a custcmer’'s
account and 1s simultanecusly paid either direcrtly or
indirectiy by the financial Instizution to the accouns
of a third party, any DOE»lOﬂ cf the transac:tion
amount which represents a sales or cther tax impcsed
upon 2r included within the transaction and colliected
by that third parcy from the customer, oI any poriion
of the kransacticon amount which represents interest
paid tc the third party by the customer.

Sec. 13. NEW SECTION. 527.8A ZXEMPTIONS.

Transactions initiated at a satellite terminal
which do not involve the use of an access device to
directly or indirectly affect a customer asset account
are not governed by this chapter. ,

Sec., 1l4. Section 527.9, subsection 2, paragraphs e

-5-
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and £, Code 1991, are amended to read as follicws:

2. An agreement by the applicant that the precpcsed
central routing unit will be capable of accepting and
routing, and will be operated to accept and rcute,
transmissions of data originating at any satellite
terminal located in this state, except limited-—
function terminals, whether receiving frem that
terminal or from a data processing center or other
central routing unit.

£. A representation and undertaking that the
proposed central routing unit is directly connected to
every data processing center that is directly
connected to a satellite terminal located in this

'state, and that the proposed central routing unit will

provide for direct connection in the future with any
data processing center that becomes directly connected
to a satellite terminal located in thils state. This
representation and undertaking is not required of a
central routing unit with respect tc limited-function

terminals."”
2. Page 1, line 7, by inserting after the word
"banking" the following: ", the superintendent of

savings and loan associations or the superintendent's
successor,".

3. Page 1, line 17, by inserting after the word
"issued"” the following: "by a financial institution”.

4. Page 1, by striking line 22, and inserting the
following:

"6. “Financial institution" means a bank
incorporated under the provisions of any state or
federal law, a savings and loan associatien .
incorporated under the provisions of any state or
federal law, a credit union organized under the
provisions of any state or federal law, and any
affiliate of such bank, savings and loan asscciation,
or credit union.

7. "Person" means any individual, firm,
corperatien,”,

5. Page 2, by inserting after line 31, the
following:

"3. A perscn whe Is in full compliarnce with the
provisions of this crapter is considered a supervised
financial organization under the Iowa consumer credit
code for purposes of centracting for finance charges
authorized for credit card issuers under seczion
$37.2402."

6. Page 5, by inserting after line 1ll, the
following:

"3. The superintendent of savings and loan
associations or the superintendent's successor shall

Page 7
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enforce the provisions of this chapter with respect to
savings and loan assoclations not exempt from the
provisions of this chapter under section 536C.3."
7. By renumbering, relettering, or redesignating
and correcting internal references as necessary. .
RECEIVED FRCM THE EOUSE

. S-3626 FILED APRIL 29, 1991
"'{ﬁ\of:. JAWV“ﬁ-J"{ (’:’,‘—ka_la.»v_,_* L ir.;«-’ ,"!‘}’.-" ':_‘7}'- 75 7\
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SENATE FILE 311

3652

amend the House amendment, S-3626, to Senate File
311, as passed by the Senate, as folliows:

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

" .  Title page, line i, by inserting after the
word "Aet"” the fol!lowing: “relating to the machines
and access devices utilized to perform electronic
transfer of funds,"."

2. Renumber as necessary.
PAT DELUHERY DON E. GETTINGS

H. KAY HEDGE DALE TLEDEN

3652 FILED APRIL 30, 1991
DOPTED C]- /559 )

SENATE FILE 311
-3453

Amend the House amendmen:, S$-3626, tO Sernate Fiile
311, as passed by the Senate, as r[ollows:

L. Page l, by striking lines 3 and 4 and
inserting the following:

" . By striking everything atter the enacting
clause and inserting the following:”

2. Page 6, by striking line 21 through page 7,
line 3.

@~ U Wb

By JAMES B. XERSTEN

-3653 FILED APRIL 30, 1991
NITHDRAWN (a 15ETY?



SENATE AMENDMENT TO HOUSE AMENDMENT TO SENATE FILE 311
H-4005

WOOD RN L )

Amend the House amendment, S$-3626, to Sernate Fiie
311, as passed by the Senate, as follows:

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

" Title page, line 1, by inserting afrter the
word "Act" the following: ‘"relating to the machines
and access devices utilized to perform electrenic
transfer of funds,"."

2. Renumber as necessary.
RECEIVED FROM THE SENATE

B-4005 FILED MAY 1, 1991
ot oo ceannt 4 5/3/‘-?1 ('('f 2074 )
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SENATE/HOUSE FILE /9K, :2.//
BY (PROPOSED DEPARTMENT OF

COMMERCE/BANKING DIVISION
BILL)

Passed Senate, Date

Passed House, Date
Vote: Ayes Nays Vote: Ayes
Approved

Nays

A BILL FOR

An Act requiring registration of persons.located outside of this

state who issue credit cards, providing for an examination
fee, and providing a penalty.

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

TLSB 1300DP 74
mj/33/8.1
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Section 1. NEW SECTION,. 536C.1 TITLE.

This chapter shall be known and may be cited as the "Lender
Credit Card Act".

Sec, 2. NEW SECTION. 536C.2 DEFINITIONS.

As used in this chapter, unless the context otherwise

requires:

l. "Administrator" means the superintendent of banking or
the superintendent of credit unions. However, the powers of
administration and enforcement of this chapter are to be
exercised pursuant to section 536C.14.

2., "Agreement" means agreement as defined in section
537.1301, subsection 3.

3. "Cardholder" means cardholder as defined in section
537.1301, subsection 7.

4. "Consumer credit transaction" means consumer credit
transaction as defined in section 537.1301, subsection 11.

5. "Credit card" means a card or device issued under an
arrangement pursuant to which a card issuer gives a cardholder
the privilege of purchasing or leasing property, or purchasing
services, obtaining loans, or otherwise obtaining credit from
at least one hundred persons not related to the card issuer,.

6. "Person" means any individual, firm, corporation,
partnership, joint venture, or association, and any other
organization or group, however organized.

Sec. 3. NEW SECTION. 536C.3 EXEMPTIONS.

This chapter does not apply to a bank chartered under

chapter 524 or a bank chartered under federal law which has
its principal place of business located in this state, a
savings and lcan association chartered under chapter 534 or a
savings and loan association chartered under federal law which
has its principal place of business located in this state, a
credit union chartered under chapter 533 or a credit union
chartered under federal law which has its principal place of
business located in this state, regulated loan companies
licensed under chapter 536, or industrial loan companies

-1-
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licensed under chapter 536A,

Sec. 4. NEW SECTION. 536C.4 NOTIFICATON.

1. A person shall file a registration statement annually
with the administrator before conducting the business of
issuing credit cards in this state, and annually thereafter on
or before January 31 of each year. The registration statement
shall be in writing on a form prescribed by the administrator,
and contain the name and address of the registrant, the name
and address of a designated agent upon whom service of process
may be made in this state, and any other information the

administrator deems relevant.

2. At the time of filing a registration statement the
person shall provide the administrator with a copy of the
credit agreement and billing statement being used by the card
issuer. '

3. If information in a filing statement becomes inaccurate
after filing, the person shall notify the administrator in
writing of the changes within sixty days of such change.

Sec. 5. NEW SECTION. 536C.5 FEES.

A person required to file a registration statement pursuant
to this chapter shall pay to the administrator an annual fee
of fifty dollars. The fee shall be paid at the time the
person files the registration statement.

Sec. 6. NEW SECTION., 536C.6 APPLICABILITY OF IOWA
CONSUMER CREDIT CODE,.

1. The terms and conditions of a credit card agreement
shall conform to the provisions of chapter 537, the Iowa

consumer credit code.

2. A provision of the lowa consumer credit code applicable
to credit cards regulated by this chapter supersedes a
conflicting provision of this chapter.

Sec. 7. NEW SECTION. 536C.7 BOOKS AND RECORDS.

A person who issues credit cards shall keep such books,
accounts, and records as will enable the administrator to

determine whether or not the person is complying with the
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provisions of this chapter and chapter 537. The person shall .
not be required to preserve or keep their records or files for
a longer period than three years following the date of the
final payment.
Sec. 8. NEW SECTION. ©536C.8 INVESTIGATIONS.
1. The administrator may investigate at any time the
business of a credit card issuer subject to the provisions of
this chapter. The administrator may examine the books,
records, accounts, and files pertaining to the business of
issuing credit cards subject to the provisions of this

chapter.

2. The administrator may accept a copy of an examination
conducted by a state or federal regulator in lieu of an
investigation or examination by the administrator.

3. If an investigation or examination is performed by the
administrator under this section, the credit card issuer shall
pay to the administrator a fee based on the actual cost of
such investigation or examination as determined by the .
admninistrator. ‘

4. Upon completion of an investigation or examination by
the administrator, the examiner shall render a billing in
triplicate, with one copy to be delivered to the credit card
lssuer and two copies to be delivered to the administrator.
Failure to pay the fee to the administrator within thirty days
after the billing for the investigation of examination is
delivered shall subject the credit card issuer to an
additional fee of five percent of the amount of the original
fee for each day the payment is delinguent.

Sec. 9. NEW SECTION. ©536C.9 CEASE AND DESIST ORDERS.

1., If the administrator has reasonable cause to believe a

person who issues credit cards is violating any provision of
this chapter, or rules adopted pursuant to this chapter, the
administrator may enter a written order requiring the person

to cease, desist, and refrain from an act constituting a .
violation. A copy of the order shall be sent to the person by /

-3




W ~J O N b W

W W W Ww W RN KR NN RN NN RN e e e
B2 W N O W0 N W OO D~ W S W O Y

35

certified mail. The person may file with the administrator a
written notice of appeal within fifteen days of receipt of the
order. The person may also request that the order be stayed
pending resolution of the appeal. The appellant shall be
entitled to prompt consideration of the request to stay the
order.

2. Within thirty days after receipt of a notice of appeal
the administrator shall hold a hearing to éonsider the appeal,
The appellant shall be informed regarding the time and place
of the hearing not later than ten days prior to the hearing.
The administrator's decision shall be provided, in writing, to
the appellant within thirty days of the completion of the
hearing.

Sec. 10. NEW SECTION. ©536C.10 INJUNCTIONS.

The administrator may commence an action in the district

court to restrain and enjoin any person from violating this
chapter, or to restrain and enjoin any person from engaging in
the business of issuing credit cards without filing a
registration statement as required by this chapter.

Sec. 11, NEW SECTION. 536C.l11 WAIVER UNENFORCEABLE.

A waiver of the provisions of this chapter or chapter 537

is not wvalid.
Sec. 12. NEW SECTION. 536C.12 PENALTY.
If an officer, director, or agent of a corporation engaged

in the business of issuing credit cards violates any of the
provisions of this chapter which are not also violations of
the Iowa consumer credit code; or if a person individually or
as a partner, or officer, director, or agent of a corporation
engages in the business of issuing credit cards without filing
the registration statemen: required by section 536C.4, the
person is guilty of a sericus misdemeanor., Violations of this
chapter which are also viclations of the Iowa consumer credit
code shall be subject to the penalties provided in the Iowa
consumer credit code.

Sec. 13. NEW SECTION. 536C.13 RULES.

-
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The administrator may adopt such rules pursuant to chapter
17A, as may be necessary for the enforcement and
administration of this chapter.

Sec. 14. NEW SECTION, 536C.14 ENFORCEMENT.

1. The superintendent of banking shall enforce the
provisions of this chapter with respect to banks not exempt
from the provisions of this chapter under section 536C.3.

2. The superintendent of credit unions shall enforce the

provisions of this chapter with respect to credit unions not
exempt from the provisions of this chapter under section
536C.3.

EXPLANATION

This bill requires all nonresident issuers of credit cards
who ilssue credit cards to Iowa residents to register with
either the superintendent of banking or the superintendent of
credit unions, defined as the administrator, prior to
conducting business in this state and annually thereafter. A
copy of the credit agreement and billing statement used by the
card issuer is to be attached to this filing.

The administrator is granted the authority to examine a
card issuer concerning an alleged violation of this chapter,
and may issue a cease and desist order against a card issuer
if there is reasonable cause to believe a violation is
occurring.

A card issuer who violates this chapter is guilty of a
serious misdemeanor unless the violation also violates a
provision of the consumer credit code, in which case the
penalty under that code is to apply.

BACKGROUND STATEMENT
SUBMITTED BY THE AGENCY

Currently, only nonresident state chartered card issuers
are required to obtain a lender's license pursuant to chapter
536A. Requiring these card issuers to obtain a license under
chapter 536A is not appropriate as there are many provisions
contained within this chapter that are not applicable to a

-5-
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card issuer. At the present time, financial institutions that
hold a federal charter are not required to obtain a license
under chapter 536A because of a supreme court ruling (1978 -
Marquette National Bank v. First Bank of Omaha). This bill
will require all nonresident card issuers to register with the
administrator thereby providing a level playing field for
state and federal chartered institutions.

LSB 1300DP 74
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SENATE FILE 311

AM ACT
RELATING TQ THE MACHINFES AND ACCESS OFVICES UTILLYED TO PER-
FORM ELECTRONIC TRANSFER QF FUNDS, RIQUIRING REGIS-
TRATION OF PERSONS LOCATED QUTSIDE OF THLS STATE WHO
[SSUE CREDIT CARDS, PROVIDING AN EXAMINATION FEE, AND
PROVIDING A PENALTY.

BE [T ZNACTED RBY THE GENERAL ASSEMBLY OF THE STATE OF I[QWhA:

Section l. Section 527.2, Code 1991, is anended by adding
the following new subsections:

NEW SUBSECTION. 8. ‘"Electronic personal identifier”
means a personal and confidential code or other security
mecnanism which has been designated by a financlal institution
issuing an access device to a customer Lo serve as a
sapplemental means of access to a custoner's account that nay
be used by the customer in conjunction with an access device
for the purpose of initialing a transaction by means of a
satellite terminal.

NEW SUBSECTION. 19, “Limived-function terminal” means an
on-line point-of-saie taerminal or an off{-1ine point-of-saie
terminal which satisfles the reguirements of section %27.4,
subsection 3, paragraph "d", or a nultiple use terminal, wihica
ia not operated in a manner Lo accept an electronic persgonal
identifier, and which is not operated to distinguish between
transactions which affect a custcmer asset account angd
transactions which do not affect a customer asset account.
Except as otherwise provided, a limited-function terminal
shall not be subjec: to the requirements imposed upon other
satellite terminals pursuant to sections 527.4 and 527.5,
sybsections 1, 2, 3, 7, and 9.

NE® SUBSECTION. 20. 'Customer asset account” or “account”
means a demand deposit, share, checking, savings, ot other

Senate File 311, p. 2

customer account, other than an occasional or incidental
credit balance in a credit plan, which represents a liability
of the financial institution which maintains such account at a
business location or office located in this state, either
dicectly or indirectly for the benefit of a customer.

Sec. 2. Section 527.2, subsections 5, 10, and L4, Code
1991, are arended to read as follows:

5. “"rinancial institution® means and includes any bank
incorporated under the provisions of chaprer-524 any state or
federal law, any savings and loan association incorporated
under the provisions of chapter-534 any state or federal law,
any credit ucion organized under the provisions of chapter-%33
any state or federal law, any corporation licensed as an
tndustrial loan company under chapter 536A, ond any affiliate
of a bank, savings and loan asgsociation, er credit vaion
tnearparated-undec-federat-taw-oc-tha-taws-of-a-state-other
than-foxa-which-has-an-office-tocated-virhin-this-state, or
industrial loan company. '

L0, "Satellite terminal™ means and includes any machine or
device located off the premises of a financial institution,

institutions, whether attended or unattended, by seans of
which the financial institution and its customecrs utilizing an
access device may engage through either the immediate
transmission of electronic impulses to or from the financlal
institution or the recording of electraonic impulses or other
indicia of a transaction for delayed transnission teo the
financial institution, in transactions which are-incidentat-to
the-condact-of-the-business-of-the-€inanciat-tnakitutian
atfect A customer asset account and which otherwise are
specifically permitted by applicable law. HSatetitte
cerninaid-also-inciudes-any-machine-or-device-Iocated-on-the
premtaes-of-a-financrat-inabitution-onty-tf-the-machine-or
devica-ta-averiabie-for-use-by-customers-of-other-financtas
tnscitukttonsr However, the term "satellite terminal" does not

LLe dS




Senate File 311, p. 3

include any such macanlne or device, wherever located, if that
machine or device is not generally accessible to persons other
than employees of a Financial institution or an affiliate of a
financial institution.

i4. "Access device" means a card, code, or other mesmy-of

accesn to-a-ecnstomerly-account mechanism, or any combinaticn

thereof, that may be used by the & customer Eor the purpose of
initiating a transaction by mears of a satellite terminal
which will affect a customec asset accouat.

Sec. ., Section 527.2, subseciion 6, paragraph a, Code
1391, is amended o read ag follous:

&. ‘Foe nachine or device is estaclished and owned or
operated by & person who prirarily engases in a service,
buginess or entersprise, includilng but not iimited to khe
retail sale of goods or scrvices, but who :g not crganized
urder the iaws of this state or under federal law as a bank,
savings and lcan association, or credit unian;

Sec. 4, Section 527.3, supseclion 2, Code 1991, is amended
tec tead as foliows:

2, The administrator shall khave the authority to examine
any person «who operates a multiple use terminal, limited-
functicn termiral, or otng: satellite t2roinal, ard any othec
device or facility with which such =erminal i3 interconnested,
as to any transaction by, with, ar invelving a financ:ial
ieformaticr obtained L tne course ¢f cuch an examination
stall no. be disclosed, except as provided by Law.

$ec. 5. Section 527.3, Code )99, ls amended by addicg the
foliowing new $a08ections:

HEW SUBSECTION. 6. The authority of an administrator
pursuant to seqtion $27.95, sabsect.ion I, paragraph "a", to
approve access cards issued by a fipancial iostituzion for use
as an access device includes the reguirement that a
registracion statement shall te filed with the adrinistratoc
and be maintaired on a curcent Dasis by #ach financial
institution issulng access cards within the stata. The
registration statement shali be in writing en a Forw

Senate File 311, p. 4

prescribed by the administrator, and contain the name and
address of the registrant, a depiction of both sides of the
access card, and any other information the administrator deems
relevant relating to the access carcd and transactions
utilizing the access card which a€fect a custorer asset
account.

NEW SUBSECTION, 7. A finpancial institution shall not ve
required to join, be a member or sharehoider of, or otherwise
participate in, any corporation, association, partnership,
coaperative, or other enterprige as a condition of the
financial institution's utilization of any satellite teeminal
located within this s:ate.

Sec. 6. Section 527.4, subsection 3, paragraph d, Code
1991, is amended to read as follows:

d. At any retmit-saies locatior in this state QFF _the

apply:

(1) The satellite terminal is not designedzs-confignred;-or
operated to accept deposits or to dispense scrip or otaer
negotiable instruments,

(2) The satellite terniral is not desianed, -configuredy-or
operated to dispense cash except when cperated by the-reteiiesr

an-part-of-n-recari-sates & person other than the customer

initiating the rransacticn,

(3) The satellite terminal is utilized for tne purpose of
raking paynent to the retatlec-for provider of goods or
services purchased ¢r provided at the location of the
sateilite terminal,

Sec. 7. Section 527.5, subsection 2, paragraph b, Ccde
2991, is amended by striking tae paragraph.

Sec. §. 3section 527.5, supsection 6, Code 1991, is amended
to read as follows:

6. The charges required to be paid by any ftinancial
institution which utilizes the satellite terminal for

rata portion of the costs, deternined in accordarce with

generally accepted accounting principles, of estaolishing,




Senate File 311, p. 5

operating and malintaining the satellite terminal, plus a
reasonable return on these costs to the owner of the satellite
terminal,

Sec. 9. Section 527.%, subsection 8, Code 1991, is amended
to read as follows:

8. a. A satellite terminal in this state shall not be
operated 1o a manner to permit a person to eeedit depogil
funds into a demand depssit account, savings account, share
account, or any other account repeesenting a liability of a
financial institution, if that the business location of the
financial institution where the original records pertaining to

the person's account are naintained is located outside of this
state.

b. Paragraph "a" of thisg subsection dces nox apply to a
corporation licensed undec chapter 536A. A satellite termina:i
shall not be operated Ln any manner to perait a person to
credit deposit funds into an account representing a liability
of a corporation licensed under chapter 536A, if the business
location of tne corporation where the original records
pertaining to the person's account are maintained is located
cutgide of this state.

Sec., l0. Section 5%27.%, subtection 9, paragraph b,
subparagraph (2), Code 3991, is amended to read as follows:

{2) The transaction does not affect a depesit customer
asser account held by a financial institution.

Sec. 11. S8ection 527.5, Code 1991, is amended by adding
the following new subsections:

NEW SUBSECTEICH. Ll, Aoy person, as defined in section
4.1, subsection 13, establishing a limited-function ternmiral
within this state, except for a multiple use tecminal, which
is utilized to initiate transactions affecting & customer
asset account shall file with the administrator and shall
maintain on a curcrent basis a registration statement on a form
prescribed by the administrator containing the name and
address of the registrant, the location of the limited-
function terminal, and any other information the administrator
deems relevant. All limited-function terminals established in

Senate File 211, p. 6

this state priotr to July L, 1991, shalt be registered jn a
similar manner by the establishing person no later than July
1, 1992.

NTW SURSECTION. 12. [f at any time, a limited-function
terminal is upgraded, altered, or mcdified to be operated in a
manner to accept the use of an electronic pecsonal ideatifier
or to distinguish between transacticns which affect custoner
asset accounts and transactions which 4o not affect custoret
asset accounts, all raequiremcnts of a satellite rerminal in
this chapter apply. A financial institution not eligible to
establish satellite terminals within this state, which has
established a limited-function terminal which is subsequently
upgraded, altered, or modified as conterplated in this
subsectlion, shall enter into an agreement «with a financial
institution which is authorized to establish a satellite
terminal within this state to comply with the requirerents of
section 527.4 and this subsection.

NEW SUBSECTION. 13. Effective July 1, 1991, any
transaction engaged in with a retailer through & satellite
tecrminal located in this state by means of an access device
which results in a debit to a customer asset account shall be
cleared and paid at par to the retailer during the settlement
ot such transaction to the retaller. Processing fees and
charges for such transactions to the retailer shall not be
based on a percentage of the amount of the transaction. All
accounting documents reflecting such Fees and charges shall
separately identify transactions which nave resulted in a
debit to a customer asset account and the charges lrposed,
The provisions of this subsection shall apply to all satellite
terminals, inclueding limited-function terminals and multiple
use terminatks,

Sec. 12. Section 527.7, subsection 2, Code 1991, is
amended to read as follows:

2. In any transaction whera the total aecount amount
involved is deducted €rom funds in a customer's account and is
simultanecusly paid either directly or indirectly by the
financial institution to the account of a third party, any

LLE 4S




Senate File 311, p. 7

portion of the transaction amount wialch represents a sales ov
other tax imposed upon or included witnin the trangaction and
cotlected by that third party fron ihe customer, Qr any
portion of the transaction amount which represents interest
paid to the third pacty by the customer,

Sec. 13. MiW SECTION. %27.8a RXFMPTIONS.

cransactions initiated ot a satellite termical which do not
involve the use of an access device to directly or indirectiy
affect a customer asseb account are not governed by this
chapter.

Sec. 13. Section 527.9, subsection 2, paragcaphs e ard £,
code 1991, are amerded to read as follows:

e. An agreement by the applicant tbhat the propased central
routing unit will be capadie of accepilng and roubting, and
will be operated to accept and route. cransmissions of data
originating at any satellite terminal tocated in this state,
except limited-fanction Le:minals, whether receivieg from that
terminal or from a data processing center or other central
routing unit.

€. A representation and undertaking tnat the proposed
central routing amit iz directly connected to every nata
processing center that is directiy connecred to a sateilite
cerminal lecated in this state, and that the proposed central
toucing unit wiil provide for dicec: connection in the future
with ary data procescing cexter that becomes dieectly
connected to a satellite terminal located in this state. This
tepresentation and undertaking is_not_required of a ceorral

routing unit with respec

Sec. 15. HEW SECTIQN. 3536C.. TITLE.

Tnis chapier shall be known and way be cited as the "Lender
Credit Card Act".

Sec. 16. MNEW SECTION. 536C.2 DEFINITIONS,

pe wsed 1n this chapter, uniess the context otherwise
requires:

1. “"administrator” means the superintendent of banking,
the superintendent of savings and loan associations or the
superintendent's successor, or the superintencent of credit

Senate File 311, p. 8

unions. However, the powers of administration and enforcement
of this chapter are to be exercised pursuant to section
536C.14.

2. "Agreement” means agreenent as defined in section
£37.1301, subsection 3.

3. "Cardholder" reans cardholder ag defired in section
537.1301, subsection 7.

4. "Consumer credit transaction® means consumer credit
rrangsaction as defined in section $37.1301, subsection 11,

5. "Credit card" means 4 card or device issued by a
finarcial institution under an ariangement pucsvyant td which a
card issuer gives a cacdholder the privilege of purchasing or
leasing property, ot purchagsing scrvices, obtaining loans, or
otherwise obtainicg credit from at lesst one hundred persans
not related to the card issuer.,

6. "Financial institation”™ weans a bank incorporated under
the provisions of any state or federal law, a savings and loan
association incorporated under the provisions of any state or
fedecal law, a credit union organized under the provisions of
any state or federal law, and any affiliate of such bari,
savings and loan association, oc credit union.

7, "berson" neans any individual, Elrm, corporation,
partnership, joint venture, or assoclation, and any other
organjzation or group, nowever organized.

Sec. 17. NEW SECTION. $36C.3 EIXEMPTIONS.

This cnapter dces not apply to a bank chartered under
chapter 524 ot a bank chartered unier federal law which has
its principal place of business located in this stare, a
savings and loan association chattered under chapter 534 or a
savings and loan association chactered under federal law which
has its principal place of opusiness located Ia this state, a
credit union chartered under chapter 333 or a c¢redit union
chartered under Eederal law which has its principal place of
pusiness located in this state, regulated loan companies
ticensed under chapter 536, or industrial loan compacnies
licensed undec chapter 536a.

Sec, l8. NIW SECTION. 536C.3 NOTIEICATION,
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L. A person shall file a registration statement annually
with the administrator before conducting the business of
issuing credit cards In this state, and anoually thecreaftec on
or before January 31 of each year. The registration statement
shall be in writing on a form prescribed by the administrator,
and contain the name and address of the registrant, the rcame
and address of a designated agent upon whon service of process
may be made in this state, and any other inforcation the
adninistrator deems relevant.

2. At the time of filing a registration statement the
person shall provide Lhe administrator with a copy of the
credit agreement and billing statement being used by the card
issuer.

}, If information in a €iling statement becomes inaccurate
after filing, the person shall notify the administrator in
weiting of the changes within sixty days of such change.

Sec. 19. MNEW SECTION. %36C.5 FEES,

A person required to Elle a registration statement pursuant
to this chapter shall pay to the administcator an annual fee
of fifty dollars., The fee shall be paid at the time the
person files the registration statement.

S$ec. 20. MNeW SECTION. $36C.6 APPLICABILITY OF LOWA
CONSUMER CREDIT CODE,

1. The terms and conditions of a credit card agreenent
shall conform to the provisioans of chapter 537, the lowa
consumer credit code.

2. A provision of the Iowa consumer credit code applicable
to credit cards regulated by this chapter supersedes a
conflicting provision of this chapter.

3. A person wao isg in full compliance with the provisions
of this chapter is considered a supervised financial
organizatlion under the Iowa consumer credit code for purposes
of contracting for finance charges authorized for credit card
igsuers uander section 537.2402.

Sec. 21. MEW SZCTION. §36C.7 BOOKS AND RECORDS.

A person wno issues credit cards snall keep such books,
accounts, and records as will enabie the administrator to

Senate File 3L1, p. 10

determine whether or not the petson is complying with the
provisions of this chapter and chapter 537. The person shall
not be required to preserve or keep their records or files for
a longer period than three years following the date of the
final payment.

Sec. 22. NEW SECTION, 536C.8 [NVESTIGATIONS.

1., The administrator may investigate at any time the
business of a credit card issuer subject to the prcovisions of
this chapter. The administrator may examine the bocoks,
cecords, accounts, and files pertaining to the business of
issuing credit cardés subject to the praovisicons of tais
chapter.

2. The administrator may accept a copy of an examinat ion
conducted by a state or federal regulator in lieu of an
investigation or examination by the administrator.

3. If an investigation or examination is performed by the
administrator under this seckion, the ¢redit card issuer shall
pay to the administrator a fee based on the actual cost of
such investigation or examlnation as deteemined by the
administrator.

4. Upon campletion of an investigation or examination by
the administrator, the examiner shall render a billing in
triplicate, with one copy to be delivered to the credit card
issuer and two copies to be delivered to the adrministrator.
Pailure to pay the fce to the administrator within thirty days
after the billing for the investigation of exanination is
delivered shall subject the credit card issuer to an
additional fee of five percent of the amount of the original
fee for each day the payment is delingquent.

Sec, 23, NEW SECTION, 536C.9 CFASE AND DESIST ORDFRS.

1. If the administrator has reasonable cause to believe a
person who issues credit cards is violating any provision of
this chapter, or rules adopted pursuant to this chapter, the
adminigtrator may eénter a written order requiring the person
to cease, desist, and refrain from an act constituting a
violation. A copy of the order shall be sent to the pecrson by
cectified mail. The person may file with the administrator a
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written notice of appeal within fifteen days of receipt of the
order. The person may also request that the order be stayed
pending resolution of the appeal, The appellant shall be
entitled to prompt consideration of the reguest to stay the
order.

2. wWithin thirty days after receipt of a notice of appeal
the administrator shall hold a hearing to consider the appeal.
The apgellant shall be informed rtegarding the time and place
of the hearing not later than ten days prior to the hearing.
The administrator's decision shall be provided, in writing, to
the appellant within thicty days of the completion of the
heating.

Sec. 24. HEW SECTION. S36C.10 [MJUNCTIONS.

The adiinistrator may commence an action in the district
court to restrain and enjoin any person Erom violating this
chapter, or to restrain and enjoin any person from engaging in
the business of issuing credit cards without filing a
registration statement as required by this chaprter.

Sec. 25. WNEW SECTION. S36C.L1 WAIVER UNENFORCEABLE.

A waiver of the provisions of this chapter or chapter 537
1s not valid.

Sec. 26. MNEW SECTION. $36C.12 PENALTY.

I1f an officer, director, or agent of a corporation engaged
in the business of issuing credit cards violates any of the
provisions of this chapter which are aot also violations of
the lowa consumer ccedit code; or if a person individually or
as a partner, or officer, director, or agent of a corporation
engages in the business of issuing credit cards without filing
the ceglstration statenent required by section 536C.4, the
person is guilty of a sarious misdemeanoc. Viclations of this
chapter which are also violations of the lowa consuner credit
code shall be subject to the penalties provided in the [owa
consuner credit code.

Sec. 27. ¥EW SECTION, 536C.13 RAULES.

The administrator may adopt such rules pursuant to chapter
174, as may be necessary for the enforcement and
sdministration of %his chapter,

Sec. 28. MNEW SECTION. %36C. 14 ENFORCEMENT.
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1. fThe superintendent of banking shall enforce the
provisions of this chapter with respect to banxs not exempt
from the provisions of this chapter under section 536C.3.

2. The superintendent of credit unions shall enforce the
provisions of this chapter with respect to credit unions not
exempt Erom the provisions of this chapter under section
536C. 3.

3, The superintendent of savings and loan associations or
the superintendent's successor shall enforce the provisions of
this chapter with respect to savings and loan associations not
exenpt from the provisions of thls chapter under section
536C.3.

JOE J. WELSH
President of the Senake

ROBFRT €. ARNOULD
Speaker of the House

1 hereby certify that this bill originated in the Senate and
is known as Senate Pile 311, Seventy-fourth General Assembly.

JOHN F. DHYER

)/}/z Zq Secretary of the Senate
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TERRY B. BRANSTAD
Governor




