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House Concurrent Resolution 63 introduced in the House 
during the 1975 Session requested that an interim studv be made ~o 

facilitate the enactment of informed and responsible lcgislatinn 
respecting the uSe by financial institutions of electronic funus 
transfer systems. The resolution specified the following: 

"That considerations of the Study Committee include, but not 
be limited to the following: The effects of such systems on 
the individual banks, savings and loan associations, and 
credit unions operating in this state; the potentia1 
interrelationships between those various types of depository 
institutions and the resulting interrelationships between the 
affected regulatory agencies of this state; the ?roblems of 
security, confidentiality and documentation of transactions 
engaged in by means of those systems and the potential uses 
and abuses of the ownership of, and the agreements dod 
practices incident to, electronic transfer systems or i'ar:. 
of systems. ff 

The resolution also directed that the Study Committee submit 
report and proposed legislation to the 1976 General Assembly. 

At its June 16, 1975 meeting, the Legislative Council 
authorized the appointment of a joint Subcommittee of the Se~ate 

and House Standing Committees on Commerce to undertake the EFT" 
study. Members of those standing committees who subsequently were 
appointed to the joint subcommittee were as follows: 

Senator Lowell L. Junkins, Chairperson 
Senator Robert M. Carr 
Senator Warren Curtis 
Representative Artllur A. Small, Jr., Cilairperson 
Representative Robert F. Blnn 
Representative Clenn F. Brockett 

At 
on October 
Chairperson 
elected Vice 

tile organizational meeting of the Subcommittee, ileld 
20, 1975, Representative Arthur Small wns 01~clpd 
of the Subcommittee, and Senator Warren Curtis was 
Chairperson. 

At its initial meeting, the Subcommittee determined that 
there is a lack in the state of publicized information ahoul tho 
nature, purposes, uses and effects of electronic btlilkillg 
facilities. The Subcommittee held two subsequent hearings for the 
purpose of acquiring information, and written and oral testinony 
was received from the Iowa Superintendent of Banking, the Iowa 
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Bankers Associatlon, the Iowa Independent Bankers, the Independent 
~ankers Association of America, several representatives of both 
state dIld nntional banks doing business in Iowa, representatives of 
retl,il grucery stores involved at the time in experimental EFTS 
prngr<ltnS, and representat ivcs of banks of Iowa Computer Services, 
T n (' • 

The Subcomittce de~ermined not 
legislation, but submits thiM Final Report of 

i' E R S i' E (: T I Vi'S 

to 
its 

recommend 
study. 

Tile term electronic funds transfer systems refers, in 
)~~:lcr;il, to innovative electronic methods of completing 
trdnsaction!:> long familiar co financial institutions. The term 
ltself has no fixed meaning, and the Subcommittee was advised that 
discussions of EFT systems require more specific referents. 
Testimony established that there basically are three types of 
systems as seen from the viewpoint of the consumer: 

1. Automated Teller Machines (AT~s). Also referred to DS 

custorner-!,ank communications termin~ls, or eBeTs, these units 
effectively perform those kinds of functions which traditionally 
i'Rve been performed by tellers. The units are unmanned. 

2. Customer Service Terminals. These units, generally, are 
l~ss sophisticated than the ATM, and ordinarily are conceived for 
US" withlll retail establishments. They are designed to provide 
(L)nVenietlCe services for customers of the retail merchant, 
including check cashing. There is no precise description of the 
function of this type of terminal, but commonly it is understood to 
~ean a facility operated by employees of the merchant. 

3. Point of Sale of POS Terminals. These units are designed 
~o be located at check-out points in retail establishments and 
permit the transfer of funds from an account of the customer to an 
account of the merchant. Because of the location of these devices, 
the number of anticipated functions is quite limited. Personnel of 
the merchant also ~ould operate the POS terminal. 

The remainder of an EFT system could vary between a 
sin~;le transmission line (via the telephone communication network) 
connected to a single bank computer, and a complex computer network 
providing for the routing of signals from many different COnsumer 
terminals to many different financial institutions. 

Information received by the Subcommittee indicated that 
several different types of systems are being planned for use in the 
state of Iowa, although at the time hearings were being held by the 
Subcommittee nnly one system actually was in operation. Some other 
systems will be operational in 1976, at least to a limited extent. 

olrilough 
An issued which received attention by the 
indirectly related to the main purposes of 

Subcommittee, 
study, was the 
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effect of the moratorium language contained in the 1975 legislation 
(Senate File 536; Acts of the Sixty-sixth General Assembly, 1975 
Session, Chapter 240; hereinafter referred to as Senate File 536). 
Senate File 536 contained controversial language relating to the 
operation of experimental systems between January and July of 1976. 
That language, contained in sections 2 and 3 reads as follows: 

"A plan may not be approved by the superintendent of ". 
to permit the operation of such satellite facilities 
the first day of January, 1976." 

.' in? 
after 

An opinion of the attorney general was issued October 24, 1975, and 
was directed to Thomas H. Huston, Superintendent of Banking, which 
construed the words "may not" to have the effect of giving the 
superintendent the discretion of approving or not approving a plan 
after January 1, and that an experimental plan when approved could 
be operated after January 1. The opinion was discussed at length 
by the Subcommittee, and although there was no general agreement ns 
to the legal effect of the above quoted language, it was agreeJ 
that some authoritative decision was necessary. At tl.e 
Subcommittee meeting on December 1, Mr. Thomas Huston advised that 
the department of banking deemed the attorney general orilli0" 
dispositive of the issue, and that the department in~ended to 
permit continued experimental operations after January 1. 

In summary, at least rudimentary EFT systems are i:l use 
in Iowa at present and several others are in the planning stages. 
FrOm the testimony presented before the Subcommittee there does not 
appear to be any uniformity of thought about what constitutes a 
workable system. In addition, there are, as indicated below, 
issues of law which remain unanswered and which must be resolved 
before a more accurate description of EFT systems in Iowa can be 
offered. Nevertheless, the Subcommittee did receive testimony on 
many of the questions involving EFTS operation. 

COMPETITION AND EFT SYSTEMS 

On~ of the areas of impact of ""'hieh thE' rt'SOl\lt il'n 
JLr~~t~<.l ~tudy is the. effect which EfT systems "Ill I\d,"' .'11 

in d i v i d u alb a n k S t S a v 1 n gsa n d loa n ass 0 cia t ion s, ;H'l. d c r 1.:.' d i ( U \l i I\!l~ • • 

and on the interrelationships between those various inst itut ll'l1s. 
The ildvent of electronic systems, it was stated t':l th{.' 
Subcommittee, will influence not only the competitive relationship 
between like institutions, (e.g., bank against bank) but also will 
have a significant impact on competition between the industries 
(e.g., banks against savings and loan associations). 

Intra-industry Competition 

SOme members of the Subcomittee expressed at the :irst 
meeting a concern that the smaller banks would be Hcriouslv 
disadvantaged by the ability of larger bankS, both within Dr-a 
outside Iowa, to operate electronic consumer terminals in close 
proximity to those small institutions. Althaugl. not verhalize!l, . 
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similar concern would seem appropriate fo~ those smaller savings 
and loan associations who compete with more finan~1ally endowed 
ass()ciations. Because of the r~latively unique nature and function 
of cr.edit unions, perhaps there 1$ less cause for concern as 
between those institutions. 

Testimony was received by the Subcomm1t~ee on the intra
tndust~y effects of electronic communications. Neither the credit 
unlolls nOr the savings and loan associations presented their views 
tD the Subcommittee, but several of the general problems involved 
would s",'m to b" appli.""ble to the associations at least. 

1. 'Ih,,' Branch Banking Issue. The key issue which ellokes 
l'()11C~rEl ~lbout competition between like in5titutions involves the 
t·uIlt:tions wh.Lcll are legally permitted to be offered at a consumer 
lc(mloal. As was noted earlier, an automated teller machine 
baRi.cal1y performs all the functionS whi~h are perfbrmed by a 
teller on the bank premises, and thus the machine provides at its 
geographic location an additional business location for the owner 
bank. The two othe~ types of terminals appear from the testimony 
tD be less problematic. The point of sale terminal offers the most 
limi.led function, that being in essence one of providing a cash 
transaction without the uSe of currency. The courtesy co~nter 
terminal offers types and numbers of functions somewhere between 
[he other two types of terminals, and its effects raise different 
but significant issues. 

The 
the practices 
respecting tile 
~l.rl:.' offered. 
~t3te law, and 
g\,.lVernments to 

invention and uSe of ATMs create new dim.nsions in 
of banking. As a result, new issues are raised 

regulation of the locations where banking services 
These i.sues involve questions of federal law and of 
present lOme complications in attempts by state 
regulate the use of EFT systems. 

The regulation of banking in the United States occures 
hoth at state and national levels. The American banking system is 
compaRed of feder~11y char~ered banks which in general are not 
subject to state laws, and state banks which in general are not 
subject to federal bankings laws. There are, of course, zOnes of 
mixed influence; e.g., a state charte~ed bank is subject to a 
certain amount of federal regulation by virtue of an agreement to 
be inSured by the federal deposit insurance corporation. By virtue 
of two prOVisions in federal law the influence of a single 
federally chartered bank is limited. One law prohibits a federal 
institution from engaging in business across state lines, Another 
provision limits the number and location of branches a federal bank 
may open within any state to those which a bank chartered in that 
state legally might operate pursuant to state la~. Competition 
belween federal banks and state banks thus is sought to be 
balanced. 

In Iowa, the area 
limited. B~anch banking is 
"tate bank may establish and 

of influence of 
prohibited (Code 

operate tfbank 

a single bank is 
sec. 524. 1201) , but a 
officeS" subject to 
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limitations on number and location (Code sec. 524.(202). This 
?rivilege also is extended to federal banks (Code sec. 524.(204). 
The effect of these limitations are that both state and federal 
banks in Iowa have a rather limited ability to compete with other 
state and federal banks in terms of location. 

The apprehension expressed to the Subcommittee by sOme 
bankers is of the possibility that the customer of a bank of'~p ng 
electronic terminal banking will be able to go to one ,or irs 
terminals, located two, three or four hundred miles or more aW2y 
from the bank, and make deposits, withdrawals, loan payments, 
withdrawals against a line of credit (essentially the borrowin~ of 
funds), transfers of funds from one type of account to another, arl(! 

even transfers from that customer's account to the ~ccount of 
another of the bankts customers; in short, that so-called "full
service" banking of today, and perhaps SOme new services as w~11, 
could be made available by a single bank loca~ed in Des ~oineB. or 
Chicago, or even New York City, to the residents of every county 1n 

the sta~e of Iowa. This capability it is sugges~ed would tend [0 

drive those banks of fewer assets, and thus those offering the 
fewer conveniences and services, out of existence. 

As a legal question the relationship of ATMs or CBeTs [0 

the branch banking laws has received cOnsiderable judici~l 
attention recently. On the federal level considerable COn[r0V~r. 
resulted from an interpretive ruling issued by the comptroller •• ' 
the currency late in 1974. 

decided 
The 

that 
Withdrawals, 
banking. 

Supreme Court 
the receipt 

when done at 

of the United States had prior to 197~ 

of deposits and the ?3Vment 0' 

the same location, constitutes brtlncll 

The question was raised again in the federal C0crts 
following the ruling of the comptroller of the currency. In that 
ruling it was declared that the operation by federally chartered 
banks of EFT terminals located off bank premises did not constitute 
branch banking. The immediate impact of this ruling was felt by 
numerouS states which at the time of that ruling did not permit 
branch banking. Given that ruling, federally chartered b0nks 
arguably were in a position to develop and use EFT facilities 
wherever the banks deemed them desirable, since if they were not 
branches, state law ~estrictions on numbers and locations would Jlot 

apply. 

As a matter of state law the issue is 
several states have adopted the position 
communications systems of whatever function do 
branch banking. The question never has received 
the Iowa Supreme Court. 

thut 
not 

l' I (,c t ron i <: 

<.:.onst i lutl..' 

the attention vr 

In response to, or at least as a result of, thnt 
many federally chartered banks began the development 
systems, including Iowa-Des Xoines National Bank in Des 

fu1 i.n):!" 
of EFT 
Noin~s, 
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Iowa. As a result of those actions, several states including Iowa, 
el.acted legislation in an attempt to deal with this new development 
in banking. A Subcommittee survey of the states indicated that 
several had dealt with the question prior to 1975, others acted in 
1975. a!lei still otherB are anticipating action in 1976. 

1n Harch of 1975 , the federal district court for th~ 

DIsll-I,-[ "r Columbi.a issued an injunction against the comptroller 
"r 11'l" ""rrl'lle), forbidding the application of the December ruling. 
Till' \'d!l( .. : IllS fOil of the court was that electronic tarmlnals, at least 
in Sll[il\.' CHSt .. :S, do conBtitute hranches s.s that term is u:1ed 1n the 
r"d,-r,.1 law, and th,,~ the federally chartered banks would have to 
\'oUI\,iy wIth number and locatiol} restrictions found In state law. 
Similar suit. also were brought against the comptroller in the 
federal courts in Missouri and Colorado. Subsequent to the March 
dccisic~ of the district COurt in the District of Columbia and an 
uppeal of the case to the circuit court, the comptroller withdrew 
the December ruling. Thus at present there is no federal authority 
for the operation of electronic off-bank facilities to the extent 
that they constitute branches. 

The Iowa enactment authorized the use of electronic 
"satellite facilities" both by state and federal banks. The Iowa 
law states that satellites shall not be subject to the restrictions 
01' location or •• umber contained in chapter 524 of the Code (chapter 
2'0. Acts of the Sixty-sixth General Assembly, 1975 Session, 
s".-tlJ)~. J) and therefore as of July I, 1976, both federal and state 
bal.ks will have the authority to operate electronic facilities 
~h~rCvcl· tlley are deemed desirable. 

The present Iova law avoids the "branch banking" issue by 
eliminating its effects. This would seem to be the only practical 
c=q>proacil 3S state law definitions of a "branch tt would not be 
billding on federal institutions anyway, at least under present 
federal law. Several of the individuals who testified before the 
Subconmittee indicated that some types of EFT terminals are 
effectively branch banks, and suggested that restrictions similar 
to those applying to branch offices also should be made applicable 
[0 those types of ter~inals. As well be more fully discussed in 
the section of this Report entitled "Potential Uses and Abuses ••• ", 
several individuals and organizations have proposed modifications 
to the existing definition of satellite facility and to the degree 
of regulation of the types of terminals inVOlved. 

The branch banking question remains without authoritative 
resolution. If federal law were to be amended to exclude all 
electronic terminals from the definition of branch bank, then state 
branching laws would have no further applicability to federal 
banks, unless of course the Congress were to subject in some manner 
~ederRl bank electronic terminals to state law. If Congress fails 
to a(:t then federal banks ~Yill continue to exercise, at least on a 
state by ~tate basis, whatever privileges state banks are given. 
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As a final point it 1s note.d that some commentator~ 
suggest that once the experimental stage has passed, it ~ill b~ 

necessary for all banks to join an EFT system in order to remain 
competitive in the financial market. One banker sugge3ted that anv 
bank currently having less than 100 million dollars in assets 
should be concerned about potential competition fro~ EFTS 
affiliated institutions. 

2. Off-Premise Systems for Savings and Loan Associ ~.UllS. 

The Subcommittee received no testimony from representa~ives of tll~ 

savings and lOan industry, and thus it is unclear whether or ~ot 

intx-a-industry competition thx-ough EFT systems causes any C""C","n 
for the associations. Members of the banking industry did testif~ 

that the savings and loan industry as a whole is expanding it~~ 

operat ions, and thus it 'Would seem that the larger assoc itlt i on~~ 
could achieve a superior competitive position through the uSC' II· 

electronic consumer terminals. A more serious and press Lllg praLle:" 
1s the competition between banks and savings and loan ass0ciali~)n~, 

and the issues presented there are discussed later in this Rep •• :" •. 

3. Credit Unions and EFTS. The Subcommittee 
testimony {rom representatives of the c.redit union industrv. G;'.',.'·"· 

the st~tutory limitations on membership in a credic union it S0i:~S 

reasonable to conclude tha~ use of an EFT system by one c<~~[~ 

union would not have a significant impact on the position of O~h2~ 
credit unions. 

Inter-industry Competi~ion 

Based upon the ~estimony received by the Subcom~it~ee, 

the most serious potential impact of EFT systems on co~rc:i.:i0:: 

occurs between industries rather than within. Representativc~ 0! 
the banking industry commented that neither stnte nor f~J,'r,,: 

savings and loan associations have specific limitations respC(~i:l~ 

the location or number of offices which may be opernte~. 'ril~V 

commented further that the Federal Home Loan Bank BOilrd \,ill i el. 
regulate~ the federal associations has taken the pos i t iO:l ~h,l: 

federal associations are relatively free to develop EFT systP;',,, 'h 
they will. Nany" of the banking reprcsent,'t.ives "PI''''))" inp !,," , ..... 
the Subcommittee expressed considerahle (:Ol1('('rn t h:ll t !]I" 

;)SSOciilt ions through the use of elect.ronic consur.l(~r t .... 'rJ:litl:l!S \ .. 1'1\ !,: 

achieve a competitive advantage over banks. 

The competitive struggle between banks and savings ~nd 
loan associations cannot be commented upon here at length because 
of the absence of substantial testimony before the Subcommittee. 
Nevertheless, a few observations can be made about the general 
nature of the two industries involved, and their functions as seen 
by the conSumer. 

His tor i call y the dis tin c t i on bet\<; e e n n han k ., n d " s;\ v i :1 ~> 

associHtion has been rather significant. Rnst!d upon tl'st ii;l~l:l', 

before the Subcommittee it would appear th4lt these h i,~t('r j,':1i 

di.fferences slowly are beine eliminated, Dt lenst .1t lil(: f, ,;, 

level. As an example it ~.,as stated hy b<1nk r('pr(>s(-'llt,ll i~:(··; l:i 
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l'ruposed fe<.lerul law amendments would enable associations tu o[[0.r 

~'"i\ec~inh-::ype accounts to customers. The widespread use of 
elc\ tronic ~erminals could result in even less of a distinction 
h('tWl';1 the t\vO institutions., at least in the: eyes of the conS'lmer. 
,\s "~ill)""'ll by t;\t.' Silbcommi.ttee's survey of sta::es, sever;}l :,tlv(' 
lliill1d.ltvd t!l;lt electronic syst~ms cannot be utilized unless :nade 
.1V:li:,lb;<' (or USe :)y hanks dlld savingfi and loan Associatio;:...; 
\ .. :il:ll':tt ~!i~;,,"rimill"t"ioll. S('(\Dte File 53(, ("ontain('d 18,ngll.12,C' which 
1t.IS i)C,"I\ t~irvd a<.,; ;1 ... itniLar re!"itrictI.on. As a rc!";ul.t, tne 
'"~)i\S:I::\l..·l·-lIs(.~r of 1":rT tl..'rmLnals would have (he cho iC0 ei rhvr o( 

ii!:lil~(dillill): :"ullds in :l Tlon-inte.rest ht~arin).!. (' il(: C k inr,- t. '; pt! 

h" i::: .1 :~"illk. or ill [In interest-DearIng account, \-.IIH'n orf(·r(.~(~, ;lL n 
:',I~:;, ('1' ;\ ;-':lvi"ll~s and 10<1n as~o(:" irltLol\. /\t l("';}st ('one Sub(:o:nr.)it'..:l~(: 

:~;I..':""I;'('~ expressed great conCerIl about such consumer select iv.ity, 
iildi,:aLi"f., that at ?l"ese~t approximately 40i~ of bank earnIngs are 
JeriveJ froln non-interest bearing funds contained ill checking 
,:C~0u~[S. The potential loss of this income poses significant 
~llcsti0ns a~out the future profitability of banks vis-a-vis savin~s 
institutions. 

l~formation was not presented to the Subcommittee 
respe(~illg tIle use by credit unions of EFT systems, but some 
\)bs~rvations also can be made in that area. As was noted above, 
,:rt"d LC l!1~i..ons tend to be more restricted in operation because of 
~;lt' ':":lhl're~t. ttature of their creation and existence. Since rr,embers 
~l!" .I g iVO:>:l credit union traditiunally have had SOme common bond) 
:->\.l,:ll ~I:-i the same eTTlnloyer, the number and location of offices o~ 

l!~,lt ('r~'Jit ":ni01l \.;oulct ;1ave virtually no impact on the" mtmh(~r:~hir 

I):" \ll.!ll..'l' ~~r\..'J i.t unions. Although not discllssed by thE~ 

SU~c\'MmiLlce, it is deemed worthy of note that (~hanges in t\)C ~"aw 

"f ,,-,'Jlt "\li0n~ made by Senate File 39 (Acts of the SixtY-Rixth 
,;";,,,,-,,1 Ass~lT_bly, 1975 Session, chapter 241) permitting 
\"0~S0lid;ltion of unrelated groups of employees (section 4, first 
n~w subs~ctioll), permitting individuals to retain member~hip who no 
innger share the common bond (section 5), and arguably permittins 
tIle merg~r 0~ an Iowa organized credit union with one organized in 
3notl,er state (see section 15, and compare to section 533.30, Code 
1975), the usc of electronic terminals by credit unions would see~ 

to (:rea[e ne~ po~sibilities for growth in membership and assets. 

The ultimate effects €lectronic consumer terminals may 
il;lve on competitioll and the overa~"l financial structure C;lnnot be 
rrl~{"!i~ted at tllis point in time. Two variabl~s remain ~hieh 
g(~Dtly will influence tIle result. One factor is the degree of 
~t)rlSU~er acccntance and use of the terminals. The Iowa 
sup"rilltendent of bankin!; testified that information availahle to 
him to date fails to indicate whether or not the electronic 
facilities will have grp.3r consumer appeal, and be cautionec that 
everl by February, 1976 wilen his repOrt on experimental plans is 
rc~uircd, t:1C limited experience in this state probably will not be 
~lJfficicnt to permit valid predictions. The second factor is the 
~l<idir iO.:Jal liI"!1itarions, if any, which the General Assembly ir;).poses 
llpon the uSc of EFT terr.linals. The Superintendent also suggested 
L~nt tile provi8ions of Senate File 536 probably are not adeqtlate t(! 
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• deal with the variety of systems available for use, and some 
members of the banking industry also favor additional restrictions. 
The specific reconimendations are discussed later in th·'." report. 

THE REGULATORY AGENCIES 

Another area of inquiry directed by the re601ut~0n is the 
interrelationships between regulatory agencies which result" .. rom 
EFTS legislation. State banks in Iowa are regulated, of course, hy 
the department of banking. The Iowa chartered credit unions albo 
are under the supervision of the department of banking. T~e 
savings and loan associations are regulated by the lupervisor of 
savings and loans located within the office of auditor of state. 
Federal instrumentalities arz not subjec~ to direct ~egulation by 
the state, at least ~ith respect to the exercise of f:Lnancial and 
business affairs. 

Ignoring the self-repealing provisions of 8.F. 536, the 
superintendent of banking is given some regulatory authority aver 
the use by state banks of EFT facilities (see section 10). Seetio., 
4 of that Ac.t authorizes banks to Ilut.ilize~ establish or op(,~r;llt;\ 

satellite facilites" with savings and loan associations and crt'.dit 
unions. Sect~ons 15 and 17 of ·that Act give to credit unions llnJ 
savings and loan associationg~ respectively, comparable al1thurity 
to utilize~ establish or operate facilities with members of tile 
other two industries. Thus each type of. financial institution i. 
empowered to contract with the other types for the purpos~ oi 
operating satellite facilities. 

The superintendent of banking, with respect to banks and 
credit unions, and the supervisor of savings and loan assoc~at1onst 
each are given authority by the Act to regulate the agreemants and 
practices of their respective charges. If was suggested by some 
persons who testifie.d before the Subcommittee, however, that the 
existing structures for regulation of the finanCial institutions 
are inadequate to meet the demands of EPT systems operations. Of 
primary concern is the fact that some of the proposed systcm~ 
involve the use of centralized compu.ter "switc.hing" devic(;"!~ nnd ;1 

vast network of transmission lines, ~one of which are sull.jecr t" 
state regulation under the present law. In addition, s~~tlnl' 9 ()f 

S.P. 536 authorizes non-Iowa banks to receive communications frllln 
consumer terminals located within Iowa, and it is unclear whetller 
those banks are directly subject to the authority of the 
superintendent of banking under S.F. 536. 

A rep~e$entative of the Independent Bankers Association 
of America presented to the Subcommittee suggesLed legislation 
which would establish a state agency ~esponsible for regulating the 
communication network involved in the transmission of EFT data. 
Evidence submitted by many of the persons who testified suggests 
that numerous persons other than presently regulated bank~, Rnvlngs 
and loan associations and credit unions probably will be involved 
in the rccE;!:ipt and transmission of EFT datli, and those p\~r~;()ll:·{ 

,wuld not be directly subject to state regulation <wder the 1 "w ,,,., 
it will .. "ist on July l, 1976. 
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In addition to any potential problems caused by 
Ilnnill:it i tutlonal participants involved in EFT systems, ther(' remain 
qUt.'Sl LOllS reSpt~cting the authority of the superintendent of hanking 
(\ V (' r S'J v i 11 gsa n d 10 if n ass 0 cia t ion S , and the aut it 0 r i t y 0 f the 
stlp('rv.i~or \): s;lvings and loan associations over bank!;, flS that 
;Iuthority tv-ould relate to the use of EFT facilities. Senate File 
iJ6 gives rule-making autllority to both agencies, and also enables 
Lnter-industry ngreements for the use of EFT systems. The Act does 
nut, tlowcver, clearly establish authority Over inter-industry 
agr~.'ments and potential problems would Seem to lurk in the areu af 
nlutlliil use of facilities. 

The Subcommittee makes no findings or conclusions 
'"esl>ecting the Questions of regulation of communications systems or 
tile intcrrelationsllip of the industries or regulatory agencies, but 
i~ would cippear that ti1ese questions will need resolution in the 
future. As an exar.lple of the difficulties whic.:h may be 
~ncuurltered, it was suggested to the Subcommittee by some persons 
til;lt th~ sUI>trintendent of banking be given the authority to issue 
Ce<JSC ClnJ desist orders against banks failing to cor.tply \.,; th 
ai>plicable low or regulations. Conceivably a bank might have 
COllt,raclual obligations with savings and loan associations and 
0ther persons involving substantial investments. If there were to 
bc inconsistent departmental rules relating to EFTs usage, the 
Superillte~dent of banking could encounter substantial obstacles in 
attcm?ting to enforce a cease and desist order under those 
circu~sta:~ces. Thus, some resolution of the authority question is 
i!'1 or...!er. 

SECURiTY, CO~fIDENTIALITY AXD DOCU~ENTATIOX 

The Subcommittee made considerable effo.t to discover how 
tIle existing and proposed EFT systems in Iowa would provide for the 
SeClll"ity of account holders' fundS, for the confidentiality of 
dCL:OUtlt information, ant! for tile identification and documentation 
of i~FT transactions. 

Security 

One of 
the storage and 

the primary questions about electronic systems ~or 
transfer of wealth is how well do these systems 

protect 
de?clld :f.ng 

against 
U?O!1 the 

undesirable activity. Security problems vary 
tvpe of terminal being used. 

In the instance of an automated teller machine, actual 
cash may be dispensed, thereby creating the need for protection of 
tile ~achine itself against unlawful entry, and for protection of 
potential users of the r.tachine, particularly if it is located 
outside of secured premises~ or is available for operation outside 
of normal bllsiness hours. 
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need for In the case of courtesy counter terminals, the 
physical security exists, and in addition the 
protect account holders against possible misuse 
information by employees of the business enterprise 

need arises to 
vf account 
which houses 

the terminal and provides operating personnel. 

The representatives of Banks of Iowa who derr'~s"ra"ed 

actual EFT system equipment described the use of onc ~y cern 
component which provides Some security. Through the use of this 
device, the Subcommittee was informed, the customer is able ~o 
actuate, or prevent. transactions on his Or her account. The 
system provides an identification number which is not a part of the 
electronic account number, and which is known only to the customer 
and bank personnel. In order for a courtesy counter terminal to 
effect a transaction the customer is required to insert this number 
into the electronic process by means of a keyboard device Wlli~11 is 
concealed from the view of everyone but the customer. In tlli~ 
manner, persons who have no reason to engage in tr3nsac~ion~ 

without the presence and consent of the account holder "r" 
prevented from having unobserved access to that account. 

Point of sale terminals would Seem to offer r0~~r 

security problems in that the proposed method of opcr"tlnn "',)ldd he' 
a transfer of funds from one account (the buyer), tl' th.l ~ .," 
another person (the merchant). Presumeably the buyer would r0(~!V~ 
a receipt of a sale transaction which would function as a safegudr~ 

against certain potential misuses. 

Discussion to this point has neglected the electronicall~ 
coded account card which literally is the key to system use. 
Resembling in size and features a credit card of modern use, this 
device is designed to provide specific information to the 
electronic terminal, and also is designed to prevent alteration. 
The loss of a credit card has resulted in recent years in the 
passage of legislation in most states to limit the liability 0f the 
cardholder in case a lost card is misused by the person findi~~ it. 
Senate File 536 contained an analogous provision which limit~ til,' 
liability of an account holder lind assumes that the "ccnllnt h"ld,'1' 
would not incur los~ in exceAS of fifty dollars. 

Although these statutory provisions ull'lmatl'i y t"lId [" 
protect the cardholder, the system in general must ~CC(lUlll f"r 'Iil, 
losses resulting from misused transaction cards. PreS0nl IC)W:l 

criminal law relating to the misuse of "credit cards" (st'ctinll 
713.39) was not designed to cover the EFT system device, and 
arguably would not apply to a transaction card which permits nnlv 
"debits" or transfers between accounts. Some consideration should 
be given to amending that Code section and related sections. 

The presence of criminal penalties mayor may not deter 
unauthorized use of transaction cards, and assuming that prevention 
is a less costly alternative, the device described abnvc for 
securing courtesy counter terminal transactions would seem to merit 
use in any terminal transaction, whatever the type, where per""" 
identification is nnt an absolute prerequisite to the IlCCCptlll1CC or 
a card by the operator of a terminal. 
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Another aspect of security which perhaps accounts fo~ 

much of the impetus for the Use of electronic transactions is the 
security provided against misuse of account privileges by account 
holders ttlem~e]ves. TIle representative of Hy Vee Stores, Inco t who 
[e8LtfIed before the Subcommittee suggested that much of that 
corporation's interest in electronic transactions Btem~ from the 
relatively large amount of money lost each year through the 
acceptance of checks which are not paid because of insufficient 
account funds and similar causes. Any EFT system, to the extent 
that it provides immediate communication with the account hOlder's 
electronic account, eliminates the possibility of overdrafts and 
the resultant e~pense involved in collection, -even assuming that 
collection is practicable and fruitful. 

A more complex area involving security COncerns those 
individuals who are employed by the corporation or other entity 
which manufactures or operates the central computer equipment used 
in those systems where more than one institution is involved. A 
proposed system such as that to be shared in by the Davenport Bank 
aod Trust Company involves many banks located in five different 
states. Operation of such a complex system involves the use of a 
central switching center which connects the various terminals to 
the appropriate receiving banks upon demand. Needless to say, the 
central unit places certain individuals in a position to have at 
least theoretical access to every account serviced by the system. 

Written testimony presented to the Subcommittee 
emphasized the many hazards of the .computerized storage and 
transmission of information, and pOinted to some of the diffi
culties involved in securing a vast telecommunications network. It 
was recommended that several steps be taken to tighten the security 
required for EFT systems used in Iowa. These recommendations are 
listed later in this report. 

Confidentiality 

The confidentiality of a consumer's electronic account is 
protected to Some extent by the security provisions adopted by the 
bank and other agenCies involved in the process. IIowever, an 
additional COncern was presented by one Subcommittee member, that 
of the confidentiality of the habits and practices of individual 
account holders which could be determined from computer records of 
an individual's transactions~ 

The president of the Iowa-Des Moines National Bank 
explained that one of the goals of its currently operating 
experimental system is to assess the needs and demands of consumers 
based upon various social factors, such as geographic location of 
residency and income level. Development and e~pansion of any 
system could result in the storage of information about where and 
when an individual or a coded set of individuals are mOSt likely to 
spend their funds, thereby enabling, e.g., marketing analysts with 
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access to that information to develop "personalized" sales 
campaigns. Mr. Bob Krane, the president of Iowa-Des Moines 
~ational Bank, indicated that their proposed uses of such 
information likely would demand confidentiality in order to protect 
the business interests of the bank. 

Written testimony raised questions about the undesirable 
dissemination of such information by bank or central com?u~er 
employees, and other persons having unauthorized access to 
computerized data. It also noted the potential civil liability of 
a bank to one of its customers whose personal data was wrongfully 
disseminated. 

Suggestions for legislation to reduce problems in this 
area also were received by the Subcommittee and are noted later in 
this report. 

Documentation 

Somewhat conflicting purposes arise in the area of tll~ 

documentation of EFTS transactions. One of the stated benefits 0: 
an electronic system is the ability to dispense with a considerable 
portion of the paperwork whicll now characterizes transactions ~it!l 

or through a financial institution. It was stated that a card 
holder will be given a receipt identifying each transaction, dnd 
the computer uill make continuous printed rcords of each tra3S3C
tion, but that all of the intermediate documentation nOw burdening 
the system will be eliminated. 

Section eleven of House File 536 provides that permanent 
records of terminal initiated transactions must be maintained by 3 

utilizing bank for the period for which other account records are 
required to be maintained. That section also provides tllat 3 

written record shall be provided by a bank to any party to ~ 

terminal initiated transaction, although the section is uncle~r as 
to whether the requirement would be satisfied by providing 3 sin~10 

receipt at the time of the transaction. 

Docur:lencation is a1$0 significant in the In:=.t.1ncc \)f rl1~' 

point of sale terminal. Since the transactions encounteren ill t.il i-, 
area involve rights and 1iabi1itie~ between the consumer D"d tl,,
merchant or other person operating the facility, there is n nec.1 
for adequate information on the transaction receipt. This ls an 
issue which can be resolved by the owners and operators of ~os 

terminals, but adequate information must be recorded for lIse ill 

future disputes. It is not known at this time if legislation is 
necessary to secure the availability of necessary documentation. 

The reverse side of the documentation questio3 was raised 
in the written memorandum of the Independent Bankers Association of 
America presented to the Subcommittee. One of the problems cited 
therein is the potentiality tllat a person who has accesS to tile 
computer memory hanks could effect D removal of funds on deposit 1" 
an account without any documentation whatever. Thi;.; r.:lisp.s tilt' 
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Cillestion of the account holders liability in cases of loss. nt 
par~icular note are the potential legal questions involved WhL':'l 

persons ocher chan the bank are involved in the transaction. S.F. 
536 fails to indicate who bears the risk, e.g., in the instance of 
a robbery of a ~u~tomer convenience counter if a customer has made 
~l (lcpt)sit, but the funds had not been tr~nsported to the bank ;lr 

ch~ tim" uf tll~ robbery. Although S.F. 536 does provide account 
hoid('l" i)rotection in some circumstances, other cOnccivilbJ( 
~'I r~'l1m:.;t ;l11<,.;('S do pose unanswered questions. 

All uddll iondl qUestion involves the amount of time nee<it:"(! 
tl) cj:lrLly or re:-oolvt' c()nsumcr problems with or at ter:n1.nal:i. i' 

qll\'~: ~ i Ull h'dS posed t u lilt' r(:preS('lltat .lves of Lhe Banks of Iowa Sys
lVIl' Ill' h~\\\! a card hnldcr woulLl obtain satisfact ion if, for (·xampl v, 
(le 01' site attempted to make a tran9dction at a courtesy counter 
ter~in31. but the system failed to complete the tronsaction. 
Because of the absence of bank personnel at the convenience 
facility, it was determined that the account holder would he 
required to appear at the bank if the problem could not be reso1vec 
at the convenience terminal. This problem was cited in the IBAA 
rnenorandum referred to above, and it was noted that the more 
distant t~e location of the terminal from the bank or residence of 
cn€ account holder, the nore time consuming or difficult would be 
ad.~ust~ents to accounts. 

POTENTIAL USES AND ABUSES OF OWNERSHIP, AGREEMENT AND PRACTICES 

The bulk of Subcommittee time was spent in attempting to 
0btuin specific answers to questions involving the ownersilip, IlS~ 

.J!l J fin ill1 cia.l a ~ p e c: t S 0 f EFT 0 per at ion s • G i v e nth;1 tall 0 f the 
?reselltly prop()sed Iowa systems are in very preliminary slageM of 
J~v~10pnlent, tile ~Ogt sought after Bllswers could nOt be given, 
I.:'Xl'ept in terms <tither of speculation or prediction. 

COSLS of Electronic Systems 

Perhaps the most critical question is what will be the 
fina~cia1 costs of operating electronic convenience facilities. 
Estimates of cost are very difficult to make because of the nearly 
limitless variety of structures which night be employed. Xearly 
everyone who testified suggested that an individual financial 
institution could not afford to maintain its own 1ndep"ndent 
system. In addition, the representative of Hy Vee Stores stated 
that, at least in metropolitan areas, a terminal which communicated 
with only one bank likely would not be acceptable to a merchant
service to only one institution would not convenience a large 
enough portion of the merchants' customers or offer POS service. 
suited to the needs of the merchant. Thus, for practical purpose~ 

as well as financial ones, it would seem that a system would have 
to involve several institutions. 

1. Cost to each institution. 

A shared system raises the obvious question of what the 
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A shared system raises the obvious question of what the 
owner of that system will exact from others who use it. House File 
536 allegedly requires shared usage facilities, and mandates that a 
using bank may not be charged more than a pro-rata portion of 
system costs plus a IIreasonable ret.urn tt to the owner of the 
facilities. Neither "pro-rata" nor "reasonable" are defined in 
that Act, and the terms probably are open to broad apd varied 
interpretations. 

~lr. Bob Brenton of Brenton Banks suggested that each bank 
desiring to join their system might be required to pRY an initial 
fse of from 3,000 to 5,000 dollars plus R periodic charge bosc,' 
upon the number of transactions. In addition it was sugge$tect ;:11;:: 

a charge of one dollar would be imposed for each card issued. lIr. 
Brenton stated that the various banks eitller would llS~ certajil 
existing equipment or would obtain necessary receiving d~vices. 
Thus, for that system the cost would vary depending \1~0n ttl" 
sophistication of existing equip~ent owned by a bank. 

~r. James Figge, of Davenport Bank and trust, il1Jj,~.1~C,i 

that the central O\.Jner of their equipment, Financial (:()mm\l:li"i~ 

tions Corporation, would buy all of the necessary equipment. ;,",: 
thus the costs to each bank would be determined by the overall 
system cost. He estimated that the entire cost of the propo.~d 
system, including statewide operations between and a~ong five 
states could amount to as much as 35 million dollars. )!r. Figge 
stated that the cost to an institution for joining the FCC charge 
would be approximately 800 dollars per one ~illion dollars of bn~k 

assets contained within checking accounts or demand savi:lgs 
accounts. 

2. Costs to consumer. 

Whatever the cost to a financial institution, the rc;,l 
costs of this convenience will be borne by the customers of th.tL 
inst itution. If widespread acceptance of the systems by COllsum(.~ rs 
become~ 3. reality, th~n probably the charge to each cllstOI!1er ..... ould 
be relatively low. This assumes that the usc of EFT f:l(, iii l i('S 

re"plact's to a great extent, the use of checks hy the L'nn~lll:H'r. 
Subsect ion two (2) of section four (4) of s. F. 536 prohlhitsl ;,,,"k 
from increasing the costs of check-\vriting services ill orli('r til 

force customers into electronic transactions, and prohibits ~l I);~I,I( 

from compelling customers to accept EFT in lieu of check writing. 
Thus, in the near future it would not seem likely that demand for 
electronic transactions will greatly outweigh the desire for 
checking account services. To the extent that the consumer 
contitlues to write checks for the bulk of his or her transac(j,ons 
there seems little likelihood that a COst savings, or even a COAt 

equivalency will be seen by the consumer. In this vein it is ,lnted 
chat many industry spokesmen su~gest that the CnnSllmer \~ill IlO( 

cligerly accept the loss of float time (the time cons~lnled l'l'tW0011 

the writing of .3 check and its eventual debi.tinr. i'r"", th" 
consumer's account). 

3. Costs to merchants. 
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will pay 
:)ome b.lnk 
saving!'i 

Some controversy exists about whether or not 
a fee to offer EFT terminal service to their 

representatives suggested that EFT will result 
t" merchants and thus they will be required to 

merchants 
customers. 
in a cost 
share some 

\~1 tile costs of opcrat ion. Some merchantS, however, see ?:FT <J.4 

[ i ( t 1 \~ 01 nrc t It .1 n ., " ban k 1. n g " con v e n i. e nee tot h e ire u 5 t () mer ~ ., n d for 
tll,lt TI',I"';()ll '->uggt'st tilat merc:llants will not ngrC?e t() p.lY.1 ch,Jrgl' 
jill tl'I,tllill:ll (I]J('r;lt'itlllS. As SC)r.lt,thing ()f <1 mldcilc grnlln(l, SOm...: 

\)(.'1" .... (11\'"' . ..;lJ~~g\·'·.;t lil.ll cnurresy COtlnt('[ tcrminnls will n()t hl' \'harged 

(Il IIWl"I'I,.llll:-), but l'hHl ppint or sale terminnls t III thal th('y 

rVI\r,·svlll s;lvirl).~:-> to lhl' IlH'rcil:lllt through il reduction of h;ul cl)(~('k 

I () s S v s, \.,; { I ( Lh' i. n s t a I r (' d ;11\ d 0 per rl. ted 0 n! y for a fee. 

A collateral issue raised in these discussiollS is whcth8r 
or Ilot a Inerchant can anticipate enhanced revenues and a 
competitive advalltage as a result of the presence of convenience 
~erninals on the premises. Some commentators have remarked that 
EFT ter~i~als will not be placed 1n low customer volume 
eSlablisll~etlts because the predicted usage would not justify the 
cost. As a result, those businesses having high customer volu~e 

would be the onlv sites selected for terminal installation, a~d 

sorn~ 11redict that tile smaller businesses will lose even more 
custllmers to the chain operated businesses. One banking 
r011reS~lll~tiv~ suggested, however, that in time any business with a 
r,'1~1)110tl~ 1ill~ would be able to participate in a system. 

A si~ni[ic3nt question which has been referred to earlier 
i\":. ti)i~ :\~por:.: is to what extent EFT systems should be used by ;) 
b~nk outside of its own locality, county, or even state. As noted 
~!1 tjl~ discussion of competitive aspects of EFT syste~s, many of 
tIle ballkers of Iowa, as represented hy the Iowa Independent Bankers 
Association, express concern about the extent to which metropolitan 
bd:lks may extend their services into the more rural areas. 

Representatives of Davenport Bank and Trust, on the other 
!land, suggeRt that metropolitan banks have customers outside their 
g~Qgrapllic cOilfines, and further that those customers c~rrv their 
bdll~i~g needs across county and even state 11nes, p.lrticularly 
tllose W!lO are residents in border communities. They suggest that 
cxtrd-county dnd even extra-state communication of electronic 
~ransactiUtlS are consistent with the modern habits and needs of 
"'::onsumers. 

Differentiation of Function 

As indicated, members of the banking community are not in 
agreement about lI e :x:tra-territorial" operations of a financial 
institution via an EFT systetn, and one substantial issue is the 
availability of the de?osit function outside the usual trade area. 
The depositing of funds appears to be the key type of transaction 
\-.'il.lC!~ wOIll.d enable a financial institution to extend appreciably 

• 
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its area of influence. Thus, it is suggested, if a fillanciai 
institution were prohibited from accepting deposits by way of 
electronic transfers at any location except its immediate trade 
area, the competitive advantage of, e.g., the metropolitan ba~k, 
would be eliminated. 

The Iowa Independent Bankers have recommended that tl,P 
deposit function with respect to each bank be limited to thal ~-ea 
comprised of the county in which the bank is located, and to 
contiguous counties. Further, they recommend that non-Iowa 
institutions be prohibited from doing any business in this state 
via an EFT system. They recommend that section 9 of chapter 240 of 
the Code be repealed to effect this latter purpose. 

REG~LATIO~ OF EFT SYSTEMS 

The wherewithal of EFT systems control are tile p"wprs n[ 
tile state and the regulatory agencies to prevent abuses by l ilC' 
owners of sy~tems and financial institutions and othcr r~rS011S 

utilizing and operating those systems. 

An unresolved legal question is the degree t~) \.;hici\ ;! 

state nay regulate, and this authority is limited by tl\(I f;\ct t!I.' 

S0me banks and savings and loan institutions ,1re fedl.:'r:lll\ 
ch<lrtered. Individual states have no direct authority (IV"'!" ','';,>!".li 
institutions, and the amount of indirect control also is ~';1:'!:2!.· 

limited. Attempts were made in S.F. 536 indirectly to re~~la:~ 
federal institutions by (1) placing certain restrictions O~ 10~.' 
residents who act with or on behalf of those institutions, anc (2\ 
to condition the deposit of public funds in those institution5 upo~ 
the "voluntary" compliance of those institutions with Iowa EF: 
system laws. 

Sone commentators have questioned the effectiv~~ess 0r 
these provisions, particularly with respect to savings all~ i0a;1 

associations. It is urged that the laws of Iowa cannot prohibit .l 

ft;deraily c;1artere:cl savinr,s.and loan association from purcl:;ls.i;l~~ ,l\" 

l(:u!o;ing space [or the i.nstnJ tation of EFT c'l\JipIn<.~llt. f f til i:-, I;,' 
::.hc fact, then plrtcinr. r<..'slriet'ionB nn otilel~ i!l~;!flLLti'ILl' 

potentially could give the assoc,'-Lutions.?l comp('t.itjv~' ddv:il)(:L)·.< 

over hnnks :tnd perilaps ~redit UniC)nH. 

Assessment of Extsting Law 

One of the goals of the Subcommittee was to determil1i' \' 
present Iowa law, including chapter 240 Df the Acts of tb~ Sixlv
sixth General Assembly, is adequate to cope with the proros(~d Ilses 
of electronic funds transfer systems. The superint~;'(i~ll~ of 
banking, Hr. Thomas Huston, was asked to testify ahoul lh~ 

adequacies and deficiencies of present law. ~r .• !USto~ inciic;lte(j 
that, in general, until the required February, 1976 report b,' ills 
department has been prepared the department could not maki: ~ny 

specific comments about the status of Iowa la". He suggC'sted t;l.ll 
p r \.: S <.' 11 t 1.Ho: pro b.:l h 1 Y is ina d f> C] U;1 t e to han d 1 e :\ 1 1 (") f the ;~" vI 



;:lc(;tronic ~unds Trdlls(cr Systems Joint Subcommittee 
J:i'lai l{~i)Ort - .Jantlury, 1976 
Page 18 

!'roblems to be incurred as a result of 
(' per ..1 t ion. 

J)urinr. d i. s c us s i 0.1 S of 
J{,'vm("'d ~nrthy ~)r vnmmcnt, even in 

EFT system 

law, several 
ahsenc:e of 

owner.ship and 

feature::> are 
specific prp-

l)d...;:\L~. The COr.lJ1\('nts, !:>uggcstions 

the 
the 
and observDtions are sUOimarized 

in 'IUl':'-'li"il Corm as rollows: 

I • 

2 . 

V\!:l i l..'!;' C l.> 

l'oes the ('xist'illg d(·finiti~)n of f1 sat C' 1 J i t (~ r :1 c I J i t, 'I .. 
ti\\· v;lric,t,y I)f f,1clliti{'S nnd th(~ potential Vd,-j;lli()n'. in 

:\ r (,.' t i til i t :1 l' i Oll!-) 

~) f L t' r nl i n i.1 1 S, <) r 
(:U1J~tcr terminals? 

needed 

at lc"st 
with respect to 

ATMs and possil>ly 
nunh<.:!'"s 

c; us t O~fI(: r C():l-

3. Are measures 
fi~3~c:al institutions 

desirable ~hich would prevent out-of-st~tc 

from engaging in EFT communications in Iowa? 

4_ Are permanent provisions needed to regulate merchants and 
0~!:e~ :10n-institutional operators of EFT terminals? 

5. Should non-institutonal operators of EFT terminals ~e 

t) • Sit l' U 1 J j) r c· vis ion sin S. F. 536 w h i c h r e qui ret her e:n 0 v il 1 
,~ '" ;~ (I b Ii,' [u n d s f r () In fed era 1 ins tit uti 0 nsf ail f n g toe 0 m ply wit:1 
!;\h'~\ 1~1t,..: dnd rl.~glll(1tjolls he made permanent? 

7 . 
\Ifficer 
.tg ... t..lll!:i t 

SilOU.ld til" 
be given 

institutions 

:superintenclent 
the authority to 

in violation of 

of banking or other state 
issue cease and de~ist orders 
law or departmental rule? 

8. Should ti,e state license and regulate transmission 
and other equipment used in EFT systems? 

lines 

9 • Should EFT systems generally be regulated as a public 
~ti.lity? 

10. Do the regillutory agencies need more specific rule-making 
.1uti10rity? 

11. Should owners of centrnl computer centers be licensed nod 
bonded? 

12. Should non-institutlonal operators of EFT terminals be 
required by law to hold customers harmless against loss? 

13. Sllould account holders be given special civil causes of 
.Jction for unautllorized disclo~ure of computerized data? 

14. Should mobile EFT terminals be permitted? 

15. Silould the statute be more specific as to rates and 
charges imposed upon account holders and terminal operators? 
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16. Do present criminal fraud laws need revision in view of 
the "non-credit tt nature of electronic transaction cards? 

of locations of EFT 1 7 • 
terminals 

Should the departmental approval 
be subject to hearing under the Iowa administrative 

procedure act? 

18. Should civil penalties be provided 
regulated institutions? Other persons? 

for violations 

19. Are new criminal provisions 
establish penalties which relate to 
interference with EFT systems? 

needed to define crimes 

20. Are the 
existing regulatory 
facilities? 

unauthorized uSe: 0) 

use of intra-industry 
agencies consistent witl. 

rule-makin~ l",wl'fs 
inter-industry ~lSC 

by 

A no 
() 1-

21. Should some state agency be given authority to re~ul.,[~ 

non-institutional owners and/or operators of EFT faciliti~s? 

22. 
regulate 
security 

Should regulatory agencies be given the authority to 
the physical locations of EFT terminals and to pre.c.i~e 

~easuregt etc.? 

Report on Experimental Phase 

The 1975 leglsl,ltion contained the requirem",nt that t:,,· 
superintendent of banking submit to the General AssemblY i;, 
February of 1976, a report of the operations of authorized e'!'~r;

mental systems, including findings and recommendations reSpl~~t tllg 
the potential uses of "satellite facilities" in Iowa. At liN 

December 1 meeting the Subcommittee inquired of the ~\lperintei\(~t.'llt 

of banking about the February report. Mr. Huston st<1t~')d th;l:- :! 

report will be submitted, but that it may h<1\'(' : i.11:; ~'~,~: 

signific:ancf'. !1r. Huston indicated that only the TOt<l.:.1-Dcs ~l\'iJ~I..'-:-' 

;;atlonal Bank systetn will h.::tvc been in opc.ratiQn by th;\t .... 1::1.'(', :\\~,! 

he expressed doubt that th(;! information nbt.1inC'd from 01li v 0)).' 

experiment would have substantial value. 

The Subcommittee noted some of the significant quest :\\'I~S 
which have arisen respecting EFT systems, and asked that Nr. llu~tnn 

include in the report a discussion of the following matters: 

1. The f~deral court 
lawsuits filed against the 
fecil!r:ll financial institutinns, 
on tile operation or l~FT 

inslrumental_itics. 

decisions entered on v:lri()l1~ 

COIn r t roll e r 0 f t h C' (' U r r e n (' y :111 d ~'!l c 
and the effects of these d~'\' i:; ions 

systems by fener[l11y clt:i'ft"I'1"(,d 

2. 
proposed 

An analYSis of Iowa law 
electronic terminal usage 

in terms 
constitutes 

of or n \) t 
('branch ha.nking". 
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'3. "l'jll' potent iaJ i~lpa('t 

,I 11 d j L sri :1 aile i n J ins t "i t uti 0 n S t 

of EFT systems on the 5t3t0 of Jaw" 
including the relative cOI!lpetitivp 

1)":-: i lid ,1-"; n [ b ,I n k s 0 f va rio usa s f> (;~ t s i z e . 

.'1. 

;.; y ;.; t ~'\ll S • 

Til..: (:on(C'rns of 
wh~!lh('r or not 

tile dep~lrtmcnt about the effects of I~I:":' 

tIle <..Iepartmcnt submits <1CCOMpany in~~ 
("<111,"1 ::;, !llllS (Ir ri..~("(lI11!II(~nJ;tt l()ns. 

) . ,:1111Ci..;)rnS for::l.:llly o r 1 n for I,l.i..l 1 1 Y (~x r r C' sse ci tot II (' 

d f' P ,J r t :'Il' t\ t tile v;lrious ballkers or other financial institutions 
... \ n d tile cone lusions of the departm~nl respcctinf~ ttlC)S0 

... " 1..' n C l' r n s . 

Cor:clusion 

This Report does not attempt to anSwer the multitude of 
~uestions raised by testimony before the Subcommittee. Although 
c0stlY9 electronic funds transfer systens appear to have the 
(IU31ifi~d acceptance of the financial industry and suce 
1"l:i1resentntivcs of the retail business industry. Present evi~ence 

llo,'s not indicate whether or not EFT systems ultimately ~ill 
:" ... ~ p !" ~'S (' n t c: 0 s:: S il v i n g S tot h e s y s t em a saw hoI e . 

Tile Sllbcomrnittee makes no findings or re(:ommelldation~ 

Wlll~ resi,ect tc' EFT systems in Iowa, but generally it can be stated 
t:lii:" :-;~'mt' It?gisl.:.lliol1, at least corrective in nature, is warranted 
Iii ,q'Uel" l(' :tccur.:ltely reflect the nature of the systems bein~ 
~I s i..' ,\ • 

Res1~c'ct ~ully s\..lbmitted, 

A R III t.: R A. $ ~~A L L, Jr. 
(:\11 i rperson 


