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A BILL FOR 
1 An Act relating to the organization, powers and duties of 

2 credit unions. 

3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. Jf-
1 Section 1. Section five hundred thirty-three point one 

2 (533.1), subsection one (1), paragraph c, Code 1975, is amended 

3 to read as follows: 

4 c. The par value of the shares of the credit union which 

5 shall ee-~~ve-ee~~a~s-eaefi not exceed twenty-five dollars 

6 each and shall be established by the board of directors. 

7 A credit union may have more than one class of shares. 

8 Sec. 2. Section five hundred thirty-three point two 

9 (533.2), Code 1975, is amended to read as follows: 

10 533.2 AMENDMENTS. The ar_ticles of incorporation or the 

1 1 bylaws may be amended by a favorable vote of ~fi~ee-~e~r~fis 

12 a majority of the members present at any meeting, which number 

13 must constitute a quorum provided the proposed amendment 

14 was contained in the notice of the meeting. Any and all such 

15 amendments must be approved by the superintendent of banking 

16 before they become effective. 

17 Sec. 3. Section five hundred thirty-three point four 

18 (533.4), Code 1975, is amended by striking paragraphs g and 

19 h of subsection five (5) and inserting in lieu thereof the 

20 following: 

21 g. Capital shares, obligations, or preferred stock issues 

22 of an agency or association organized either as a stock com-

23 pany, mutual association, or membership corporation, if the 

24 membership or stockholdings, as the case may be, of the agency 

25 or association are primarily confined or restricted to credit 

26 unions or organizations of credit unions, and if the purposes 

27 for which the agency or association is organized are primarily 

28 designed to provide services to credit unions. However, the 

29 aggregate amount invested pursuant to this subsection shall 

30 not exceed twenty percent of the unimpaired legal reserve 

31 account of the credit union. 

32 Sec. 4. Section five hundred thirty-three point four 

33 (533.4), Code 1975, is amended by adding the following new 

34 subsections: 

35 NEW SUBSECTION. Upon the approval of the superintendent 
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1 of banking, serve an employee group having an insufficient 

2 number of members to form or conduct the affairs of a separate 

3 credit union. 

4 NEW SUBSECTION. Deposit with a credit union which has 

5 been in existence for not more than a year an amount not to 

6 exceed twenty-five percent of the assets of the new credit 

7 union, but only one credit union may at any time make the 

8 deposit. 

9 NEW SUBSECTION. Acquire the conditional sales contracts, 

10 promissory notes or other similar instruments executed by 

11 its members, but the rate of interest existing on the instru-

12 ment shall not exceed the highest rate charged by the acquiring 

13 credit union on its outstanding loans. 

14 NEW SUBSECTION. Discount and sell obligations which are 

15 due for agricultural loans, student loans, home improvement 

16 loans, and consumer loans, without recourse. 

17 Sec. 5. Section five hundred thirty-three point five 

18 (533.5), Code 1975, is amended to read as follows: 

19 533.5 MEMBERSHIP. Credit union membership shall consist 

20 of the incorporators and such other persons as may be elected 

21 to membership and subscribe for at least one share, pay the 

22 installment thereon and the entrance fee, if any. Organi-

23 zations, incorporated or otherwise, composed for the most 

24 part of the same general group as the credit union membership 

25 may be members. Credit union organization shall be limited 

26 to groups having a common bond of occupation or association 

27 or to groups within a well-defined neighborhood, community, 

28 or rural district. If adopted as a policy by the board of 

29 directors of a credit union, members who are no longer included 

30 in the common bond of association may retain their credit 

31 union membership and all mewbership privileges. 

32 Sec. 6. Section five hundred thirty-three point six 

33 (533.6), subsection two (2), Code 1975, is amended by adding 

34 the following new unnumbered paragraph: 

35 NEW UNNUMBERED PARAGRAPH. The superintendent of banking 
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the lnnual examination of a credit 1 may accept, in lieu of 

2 union, an audit report conducted by a certified public account-

3 ing firm selected from a list of firms previously approved 

4 by the superintendent of banking. The cost of the audit shall 

5 be paid by the credit union. 

6 Sec. 7. Section five hundred thirty-three point nine 

7 (533.9), unnumbered paragraph one (1), Code 1975, is amended 

8 to read as follows: 

9 Within five days following the organization meeting and 

10 each annual meeting the directors shall elect from their own 

11 number a ~~e~~eefi~~-~~ee-~~e~~~eft~~-~~ea~~~e~-afte-~ee~e~a~y 

12 chairman of the board, vice chairman, president and secretary, 

13 of whom the last two may be the same individual, and also 

14 a credit committee of not less than three members and an 

15 auditing committee of not less than three members, and may 

16 also elect alternate members of the credit committee. It 

17 shall be the duty of the directors to have general management 

18 of the affairs of the credit union, particularly to: 

19 Sec. 8. Section five hundred thirty-three point nine 

20 (533.9), unnumbered paragraph two (2), Code 1975, is amended 

21 to read as follows: 

22 The duties of the officers shall be determined in the 

23 bylaws, except that the ~~ea~~~e~ president shall be the 

24 general manager. No member of the board or of either committee 

25 shall, as such, be compensated. 

26 Sec. 9. Section five hundred thirty-three point ten 

27 (533.10), Code 1975, is amended to read as follows: 

28 533.10 CREDIT CO~~ITTEE. The credit committee shall have 

29 the general supervision of all loans to members. Applications 

30 for loans shall be on a form, prepared by the credit committee, 

31 and all applications shall set forth the purpose for which 

32 the loan is desired, the security, if any, offered, and such 

33 other data as may be required. Within the meaning of this 

34 section an assignment of shares or deposits or the endorsement 

35 of a note may be deemed security. At least a majority of 
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1 the members of the credit committee shall pass on all loans 

2 and may grant approval thereof, provided, hm..rever, that the 

3 credit committee of a credit union, with the approval of the 

4 board of directors, may appoint one or more loan officers, 

5 who may be the ~~eas~~e~-e~-ass~s~ane-~~eas~~e~ president 

6 or vice president, and delegate to him or them, subject to 

conditions and regulations of the credit committee, power 7 

8 

9 

10 

11 

12 

to approve or reject loans ~~-ee-~fie-ma~~m~m-wfi~efi-ean-ee 

made-w~~he~~-see~~~~y7-e~-±ft-e~eess-e£-s~efi-f~m~~-~£-s~efi 

e~eess-~s-f~ffy-see~~ee-ey-sfia~es. £aefi-~eaft-e££~ee~-sfia~f 

£~~ft~sfi-~e-efie-e~ed~~-eemm~~~ee-a-~eee~e-e£-eaefi-fean-app~e¥ed 

e~-ne~-app~e¥ed-ey-fi~ffi-W~~fi~n-se¥en-eays-ef-~fie-da~e-ef-~fie 

13 £~~~n~-e£-~fie-app~±eae±eft-~fie~efe~.--Af~-~eans-ne~-app~e¥ee 

14 ey-a-~ean-eff±ee~-sfia~~-ee-ae~ed-~pen-ey-~fie-e~ee±~-eeffiffi~~~ee. 

The credit committee shall meet as often as may be necessary 

after due notice to each member. 
I 

Sec. 10. Section five hundred thirty-three point sixteen 

15 

16 

17 

18 

19 

(533.16), unnumbered paragraph one {1), Code 1975, is amended 

to read as follows: 

20 A credit union may loan to members. Loans must be for 

21 a provident or productive purpose and are made subject to 

22 the conditions contained in the bylaws. A borrower may repay 

2 3 his loan in whole or in part any day the office of the credit 

24 union is open for business. Ne-d±fee~e~,-e£f±ee~,-e~-meffibe~ 

2 5 e£-eemm±~~ee-may-ee~~ew-£~em-~fie-efed~~-~n±en-±ft-wfi~efi-fie 

26 fie~ds-eff±ee-eeyend-~fie-ame~n~-e£-fi±s-fie~e±n~s-±n-±~-±n-sfia~es 

27 and-de~es~~s,-ne~-may-fie-eftde~se-fe~-ee~fewe~s. A director 

28 of a credit union may borrow from that credit union under 

29 the provisions of this chapter, but the loan shall not be 

30 made on terms more favorable than those extended to other 

31 members and shall be made only after the approval by the board 

32 of directors at a regular or special meeting. The director 

33 making application for the loan shall not be in attendance 

34 at the time the board of directors considers his application 

35 and shall not take part in the consideration. The loan shall 

-4-

CPA-34945 I /7! 
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1 be made only if the director has submitted a detailed current 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

financial statement. The aggregate amount of director loans 

shall not exceed twenty percent of the assets of the credit 

union. Loans secured by a mortgage or deed of trust upon 

real property may be made only on unencumbered property located 

in Iowa and in bordering counties of adjacent states and every 

such loan shall comply with one of the following conditions: 

Sec. 11. Section five hundred thirty-three point sixteen 

(533.16), unnumbered paragraph two (2), Code 1975, is amended 

to read as follows: 

The foregoing restrictions or limitations shall not prevent 

the renewal or extension of loans and shall not apply to loans 

which are secured under the provisions of the national housing 

Act, as amended. The board of directors of a credit union 

possessing assets of at least five hundred thousand dollars 

16 may set maturity schedules for real property loans not to 

17 exceed twenty-five years. The value of the property given 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

as security must be determined by an independent appraiser 

and the maximum loan must not exceed ninety percent of the 

appraised value. However, the maximum real property loan 

balances of this type in the credit union shall not exceed 

fifteen percent of the aggregate total of the member share 

and deposit accounts. 

Sec. 12. Section five hundred thirty-three point seventeen 

(533.17), Code 1975, is amended by striking the section and 

inserting in lieu thereof the following: 

533.17 RESERVES. 

1. A portion of the gross earnings, as determined before 

payment of each dividend, shall be set aside as a legal reserve 

as follows: 

31 a. Ten percent of gross income until the legal re~erve 

32 equals seven and one-half percent of the total of outstanding 

33 

34 

35 

loans and risk assetsi then 

b. Five percent of gross income until the legal reserve 

equals ten percent of the total of outstanding loans and risk 
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1 assets. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

vfuenever the legal reserve falls below ten percent or seven 

and one-half percent of the total of outstanding loans and 

risk assets, as the case may be, the difference shall be 

replaced by regular contributions in order to maintain the 

seven and one-half percent or ten percent reserve. Any 

entrance fees, charges and transfer fees shall, after payment 

of organization expenses, be added to the legal reserve. 

The legal reserve shall belong to the credit union and shall 

be used to meet losses except those resulting from an excess 

of expenses over income. The reserve shall not be distributed 

except on liquidation of the credit union or in accordance 

with a plan approved by the superintendent of banking. 

2. For the purpose of establishing legal reserves, the 

following shall not be considered risk assets: 

a. Cash on hand. 

b. Deposits and shares in federal or state banks, savings 

and loan associations, and credit unions. 

c. Assets which are insured by, fully guaranteed as to 

principal and interest by, or due from the United States 

21 government. 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

d. Loans to other credit unions. 

e. Student loans insured under the provisions of Title 

twenty (XX), United States Code, section one thousand seventy­

one (1071) through section one thousand eighty-seven (1087) 

or similar state programs. I 
f. Loans insured by the federal housing administration 

under Title twelve (XII), United States Code, section one 

thousand seven hundred three (1703). 
I 

g. Common trust investments which deal in investments 

authorized in section five hundred thirty-three point four 

(533.4) of the Code. 

h. Prepaid expenses. 

i. Accrued interest on nonrisk investments. 

j. Furniture and equipment. 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25. 

26 

27 

28 

29 
30 

31 

32 

33 

k. Land and buildings. 

3. The superintendent of banking may require a credit 

union to set aside additional amounts as a special reserve 

if an examination of its assets should disclose that its legal 

reserve is inadequate. 

Sec. 13. Section five hundred thirty-three point eighteen 

(533.18), Code 1975, is amended by striking the section and 

inserting in lieu thereof the following: 

533.18 DIVIDENDS. 

1. At such intervals and for such periods as the board 

of directors may authorize, and after transfers to the required 

reserves, the board of directors may declare dividends at 

such rates and upon such classes of shares as are determined 

by the board. Such dividends shall be paid on all paid-up 

shares outstanding at the close of the period for which the 

dividend is declared. 

2. Shares which become fully paid up during such dividend 

period and are outstanding at the close of the period shall 

be entitled to a proportional share of such dividend. 

3. Dividend credit for a month may be accrued on shares 

which are or become fully paid up during the first fifteen 

days of that month. 

Sec. 14. Section five hundred thirty-three point nineteen 

(533.19), Code 1975, is amended to read as follows: 

533.19 EXPULSION--WITHDRAWAL. A member may be expelled 

by a ~we-efii~as majority vote of the me~ers-p~esefte-a~-a 

speeia~-mee~ift~-ea~~ea-~e-eeftsiee~-~fie-ma~ee~-e~~-efi~y-a€ee~ 

a-fiea~ifi~ board of directors at a regular or special meeting 

of the board. The expelled member may request a hearing 

before the membership of the credit union. A meeting of the 

membership shall be held within sixty days of the member's 

request. The membership may, by majority vote at the 

membership meeting, reinstate the expelled member upon terms 

3 4 and conditions prescribed by it. Any member may withdraw 

35 from the credit union at any time but notice of withdrawal 
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~ 1 may be required. All amounts paid on shares or as deposits 

2 of an expelled or withdrawing member, with any dividends or 

3 interest accredited thereto, to the date thereof, shall, as 

,l 

~ 

~ 

4 funds become available and after deducting all amounts due 

5 from the member to the credit union, be paid to him. The 

6 credit union may require sixty days' notice of intention to 

7 withdraw shares and thirty days' notice of intention to 

8 withdraw deposits. Withdrawing or expelled members shall 

9 

10 

11 

12 

13 

14 

15 

have no further rights in the credit union but are not, by 

such expulsion or withdrawal, released from any remaining 

liability to the credit union. 

Sec. 15. Section five hundred thirty-three point lhirty 

(533.30), Code 1975, is amended by striking the section and 

inserting in lieu thereof the following: 

533.30 MERGER. 

16 1. A credit union may, with the approval of the superin-

17 tendent of banking, merge with another credit union under 

18 the existing organization of the other credit union pursuant 

19 to a plan agreed upon by the majority of the board of directors 

20 of each credit union joining in the merger and approved by 

2 1 the affirmative vote of a majority of the members of the 

22 merging credit unions. 

23 2. After agreement by the directors and approval by the 

24 members of the merging credit unions, the chairman of the 

25 board and secretary of the credit unions shall execute a 

26 certificate of merger, which shall state: 

27 a. The time and place of the meeting of the board of 

2 8 directors at which the plan was agreed upon. I 

29 b. The vote in favor of the plan adopted by the boards 

30 of the respective credit unions. 

31 c. A copy of the resolution or other action by which the 

32 plan was agreed upon. 

33 d. The vote by which the plan was approved by the members. 

34 3. The certificate and a copy of the plan of merger agreed 

35 upon shall be forwarded to the superintendent of banking, 
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1 certified by him, and returned to both credit unions within 

2 thirty days. 

3 4. Upon return of the certificate from the superintendent 

4 of banking, all property, property rights, and members' inter­

S est of the merged credit union shall vest in the surviving 

6 credit union without deed, endorsement or other instrument 

7 of transfer, and all debts, obligations and liabilities of 

8 the merged credit union are assumed by the surviving credit 

9 union under whose charter the merger was effected. The rights 

10 and privileges of the members of the merged credit union shall 

11 remain intact. Credit union membership in the surviving 

12 credit union shall be available to persons within the field 

13 of membership of the merged credit union. 

14 5. This section shall be construed to permit a credit 

15 union organized under any other statute to merge with one 

16 

17 

18 

19 

organized under this chapter, or to permit one organized under 

this chapter to merge with one organized under any other 

statute. 

Sec. 16. Chapter five hundred thirty-three (533), Code 

20 1975, is amended by adding the following new section: 

21 NEW SECTION. CORPORATE CENTRAL CREDIT UNION. A credit 

22 union, in which all credit unions, the credit union league, 

23 and its affiliates in the state of Iowa are eligible for 

24 membership, may be established in this state and shall be 

25 known as a corporate central credit union. A corporate cen-

26 tral credit union shall have all the powers, rights, restric-

27 tions and obligations imposed upon or granted credit unions 

28 established under the provisions of this chapter, except: 

29 1 •. It shall not be required to transfer to the legal 

30 reserve of the corporation more than five percent of the cor-

31 pora tion' s net. income for the year. 

32 2. It may buy or sell investment securities and corporate 

33 bonds which are evidences of indebtedness. However, the 

34 buying and selling of such investment securities and corporate 

35 bonds shall be limited to buying and selling without recourse 
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1 

~ 1 to marketable obligations evidencing indebtedness of any 

2 corporation or state or federal agency, under further 

3 definitions of the term "investment securities" as prescribed 

4 by the superintendent. The total amount of the investment 

5 securities of any one obligor or maker held by the credit 

6 union shall at no time exceed five percent of the shares, 

7 undivided earnings and reserves of the credit union except 

8 that this limit shall not apply to obligations of the federal 

9 government. The aggregate total of the investment securities 

10 held by the credit union shall not exceed fifteen percent 

11 of the shares, undivided earnings and reserves of said credit 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

·~5 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

union. 

EXPLANATION 

This bill permits a board of directors to authorize full 

membership privileges to all members of a credit union who 

leave the field of association through which they initially 

became members. The bill also grants broader discretion to 

the board in matters relating to the value of shares, the 

declaration of a dividend period, investment powers, including 

the power to invest in other credit unions to a certain limit 

and conditional sales contracts of credit union members, 

expulsion of members, the making of loans and other service 

arrangements available to credit unions, and consolidation 

of credit unions. Under the bill, small groups of employees 

are allowed to be served by an existing credit union. 
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H-3256 

1 Amend Senate File 39 as follows: 
; .1. Pc;ge 5, l~ne 3 by striking the word "twenty" 

4 
and ~nsert~ng in l~eu thereof the word "fifteen 11 

5 
.2. Pc;ge 5, l~ne 19 by ftriking the word 11 ninet;" 

and ~nsert~ng in l~eu therepJ the word "seventy-five. 

H-3256 FILED- .t;l-.lr· .3h.~ 
MARCH 10, 1975 

H-3302 

BY SCHROEDER of Pottawattamie 

• 

1 
2 
3 
4 
5 
6 
7 
B 
9 

Amend Senate File 39, as passed by the Senate, as fo11o•:!~· 
1. Page 3, after line 5, by inserting the follm.,ring 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

section: 
"Sec. Section five hundred thirty-three point 

seven (533.7), unnumbered paragraph two (2), Code 
197 5, is amended to read as follmvs: 

At all meetings no member shall have more than 
one vote regardless of the shares held by him. There 
shall be· no voting by proxy. A member may vote by 
absentee ballot as provided in the bylaws of the 
credit union. A member other than a nntural person 
may cast a single vote through a deleqated agent which 
agent shall be a member of the organization for v1hich 
he acts. The majority of mr:mbers ~~eseft~ vrtinq at 
any meeting may modify, amend o::- reverse any act of 
the board of directors or instruct it to take action 
not inconsistent with the bylaws or of this chapter." 

2. By renumbering sections in ~ccordance with 
this amendment. 

H-3302 FILED- 'JI-,~ &h~(7:J:J) BY JESSE of Polk 

MARCH 12, 1975 
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SENATE FILE 39 

AN ACT 

REL"~.TING TO THE ORGA..'UZATION, PO\'lERS AND DUTIES OF CREDIT 

UNIONS. 

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

Section 1. Section five hundred thirty-three point one 

(533.1), subsection one (1), paragraph c, Code 1975, is amended 
to read as follows: 

c. The par value of the shares of the credit union which 

shall be-f~ve-aeiiafs-eaefi not exceed twenty-five dollars 

each and shall be established by the board of directors. 

A credit union may have more than one class of shares. 

Sec. 2. Section five hundred thirty-three point two 

(533.2), Code 1975, is amended to read as follows: 

533.2 AMENDMENTS. The articles of incorooration or the 

bylaws may be amended by a favorable vote of ~fifee-fe~f~fis 

a majority of the members present at any meeting, which number 

must constitute a quorum provided the proposed amendment 

was contained in the notice of the meeting. Any and all such 

amendments must be approved by the superintendent of banking 

before they become effective. 

Sec. 3. Section five.hundred thirty-three point four 

(533.4), Code 1975, is amended by striking paragraphs g and 

h of subsection five (5) and inserting in lieu thereof the 
following: 

g. Capital shares, obligations, or preferred stock issues 

of an agency or association organized either as a stock com­

pany, mutual association, or membership corporation, if the 

membership or stockholdings, as the case may be, of the agency 

or association are primarily confined or restricted to credit 

unions or organizations of credit unions, and if the purposes 

for which the agency or association is organized are primarily 

designed to provide services to credit unions. However, the 

aggregate amount invested pursuant to this subsection shall 

e e 
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not exceed twenty percent of the unimpaired legal reserve 

account of the credit union. 

Sec. 4. Section five hundred thirty-three point four 

(533.4), Code 1975, is amended by adding the following new 

subsections: 

NEvi SUBSECTION. Upon the approval of the superintendent 

.... 

of banking, serve an employee group having an insufficient 

number of members to form or conduct the: affairs of a separate 

credit union. 

NEW SUBSECTION. Deposit with a credit union which has 

been in existence for not more than a year an amount not to 

exceed twenty-five percent of the assets of the ne1.; credit 

union, but only one credit union may at any time make the 

deposit. 

NEI'l SUB SECT ION. Acquire the conditional sales contracts, 

promissory notes or other similar instruments executed by 

its members, but the rate of interest existing on the instru­

ment shall not exceed the highest rate charged by the acquiring 

credit union on its outstanding loans. 

NEW SUBSECTION. Discount and sell obligations which are 

due for agricultural loans, student loans, home improvement 

loans, and consumer loans, without recourse. 

Sec. 5. Section five hundred thirty-three point five 

(533.5), Code 1975, is amended to read as follows: 

533.5 MEMBERSHIP. Credit union membership shall consist 

of the incorporators and such other persons as may be elected 

to membership and subscribe for at least one share, pay the 

installment thereon and the entrance fee, if any. Organi­

zations, incorporated or otherwise, composed for the most 

part of the same general group as the credit union membership 

may be members. Credit union organization shall be limited 

to groups having a common bond of occupation or association 

or to groups within a well-defined neighborhood, community, 

or rural district. If adopted as a policy by the board of 

directors of a credit union, members who are no longer included 

in the common bond of association nay retain their credit 

union membership and all membership privileges. 

•.• ·.~ ." .. ·; ,, ; >':..:,:·· .. _:;_..c. 
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Sec. 6. Section five hundred thirty-three point six 

(533.6), subsection two (2), Code 1975, is amended by adding 

the following new unnumbered paragraph: 

NEW UNNUMBERED PARAGRAPH. The superintendent of banking 

may accept, in lieu of the annual examination of a credit 

union, an audit report conducted by a certified public account­

ing firm selected from a list of firms previously approved 

by the superintendent of banking. The cost of the audit shall 

be paid by the credit union. 

Sec. 7. Section five hundred thirty-three point nine 

(533.9), unnumbered paragraph one (1), Code 1975, is amended 

to read as follows: 

Within five days following the organization meeting and 

each annual meeting the directors shall elect from their own 

number a ~~e~~eeH~7-¥~ee-~fes~eeH~7-~~eas~fe~-aHs-seefe~afy 

chairman of the board, vice chairman, president and secretary, 

of whom the last two may be the same individual, and also 

a credit committee of not less than three members and an 

auditing committee of not less than three members, and may 

also elec-t alter-nate members of the credit committee. It 

shall be the duty of the directors to have general management 

of the affairs of the credit union, particularly to: 

Sec. 8. Section five hundred thirty-three point nine 

(533.9), unnumbered paragraph two (2), Code 1975, is amended 

to read as follows: 

The duties of the officers shall be determined in the 

bylaws, except that the ~feas~fe~ president shall be the 

general manager. No member of the board or of either committee 

shall, as such, be compensated. 

Sec. 9. Section five hundred thirty-three point ten 

(533.10), Code 1975, is amended to read as follows: 

533.10 CREDIT COMMITTEE. The credit committee shall have 

the general supervision of all loans to members. Applications 

for loans shall be on a form, prepared by the credit committee, 

and all applications shall set forth the pu~pose for which 

the loan is desired, the security, if any, offered, and such 

other data as may be required. Within the meaning of this 
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section an assignment of shares or deposits or the endorsement 

of a note may be deemed security. At least a majority of 

the members of the credit committee shall pass on all loans 

and may grant approval thereof, provided, however, that the 

credit committee of a credit union, with the approval of the 

board of directors, may appoint one or more loan officers, 

who may be the ~feas~fef-e~-ass~s~aH~-~~eas~fef president 

or vice president, and delegate to him or them, subject to 

conditions and regulations of the credit committee, power 

to approve or reject loans ~~-~e-efie-ffiaM±ffi~ffl-wfi±efi-eaft-ee 

ffiaee-w±~fie~~-see~f~~y7 -ef-±H-eMeess-e~-s~efi-±±ffi±e-±~-s~efi 

eMeess-±s-~~±±y-see~fee-ey-sfiafes.--Eaefi-±eaft-e~~±eef-sfia±± 

£~fft±~fi-ee-~fie-efes±e-eeffiffi±~~ee-a-~eeefs-e£-eaefi-±eaH-a~~fe¥es 

ef-fte~-a~~~e¥e6-by-fi±ffi-w±~fi±H-se¥eH-6ay~-e£-~fie-ea~e-e£-~he 

~~±±~-e~-~he-a~~±±ea~±eH-~fiefe~e~.--A±±-±eaft~-fte~-a~~fevee 

by-a-±eaH-e~~±eef-~ha±±-be-ae~ee-~~eH-by-~fie-e~ee±e-eeffiffi±~~ee. 

The credit committee shall meet as often as may be necessary ---.---..­

after due notice to each member. 

Sec. 10. Section five hundred thirty-three point sixteen 

(533.16), unnumbered paragraph one (1), Code 1975, is amended 

to read as follows: 

A credit union may loan to members. Loans must be for 

a provident or productive purpose and are made subject to 

the conditions contained in the bylaws. A borrower may repay 

his loan in whole or in part any day the office of the credit 

union is open for business. Ne-s~fee~ef7-e~~±ee~7 -e~-ffieffiber 

e£-eefflffi±~~ee-ffiay-be~~ew-£~effi-~he-e~es±~-Hft±eH-~H-wfi~efi-fie 

fie±es-e££±ee-beyeH6-~fie-affle~H~-e£-fi±~-fie±s±H~~-~H-±~-~H-~hafe~ 

afte-ee~es±es7-fte~-ffiay-fie-eftsefse-~ef-be~fewefs• A director 

of a credit union may borrow from that credit union under 

the provisions of this chapter, but the loan shall not be 

made on terms more favorable than those extended to other 

members and shall be made only after the approval by the board 

of directors at a regular or special meeting. The director 

making application for the loan shall not be in attendance 

at the time the board of directors considers his application 

and shall not take part in the consideration. The loan shall 

e ... 
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be made only if the director has subnitted a detailed current 

financial statement. The aggregate amount of director loans 

shall not exceed twenty percent of the assets of the credit 

union. Loans secured by a mortgage or deed of trust upon 

real property may be made only on unencumbered property located 

in Iowa and in bordering counties of adjacent states and every 

such loan shall comply with one of the following conditions: 

Sec. 11. Section five hundred thirty-three point sixteen 

(533.16), unnumbered paragraph two (2), Code 1975, is amended 

to read as follows: 

The foregoing restrictions or limitations shall not prevent 

the renewal or extension of loans and shall not apply to loans 

which are secured under the provisions of the national housing 

Act, as amended. The board of directors of a credit union 

possessing assets of at least five hundred thousand dollars 

may set maturity schedules for real property loans not to 

exceed twenty-five years. The value of the property given 

as security must be determined by an independent appraiser 

and the maximum loan must not exceed ninety percent of the 

appraised value. Eowever, the maximum real property loan 

oalances of this type in the credit union shall not exceed 

fifteen percent of the aggregate total of the member share 

and deposit accounts. 

Sec. 12. Section five hundred thirty-three point seventeen 

(533.17), Code 1975, is amended by striking the section and 

inserting in lieu thereof the following: 

533.17 RESERVES. 

1. A portion of the gross earnings, as determined before 

payment of each dividend, shall be set aside as a legal reserve 

as follows: 

a. Ten percent of gross income until the legal reserve 

'"'quals seven and one-half percent of the total of outstanding 

loans and risk assets; then 

o. Five t)ercent of gross ihcbme uhtTI the legal reserve 

equals ten percent of the total of outstanding loans and risk 

assets. 

:'1enever the legal reserve falls below ten percent or seven 
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and one-half percent of the total of outstanding loans and 

risk assets, as the case may be, the difference shall be 

replaced by regular contrih,:tions ir order to maintain the 

seven and one-half percent or ten pPrcent reserve. Any 

entrance fees, charges and transfer fees shall, after payment 

of organization expenses, be added to the legal reserve. 

The legal reserve shall belong to tlw credit union and shall 

be used to meet losses except those resulting from an excess 

of expenses over income. The reserve shall not be distributed 

except on liquidation of the credit union or in accordance 

with a plan approved by the superintendent of banking. 

2. For the purpose of establishing legal reserves, the 

following shall not be considered risk assets: 

a. Cash on hand. 

b. Deposits and shares in federal or state banks, savings 

and loan associations, and credit unions. 

c. Assets which are insured by, fully guaranteed as to 

principal and interest by, or due from the United States 

government. 

d. Loans to other credit unions. 

e. ~tudent loans insured under the provisions of Title 

twenty (XX), United States Code, section one thousand seventy­

one (1071) through section one thousand eighty-seven (1087) 

or similar state programs. 

f. Loans insured by the federal housing administration 

under Title twelve (XII), United Sta.tes Code, section one 

thousand seven hundred three (1703). 

g. Common trust investments which deal in investnents 

authorized in section five hundred thirty-three point four 

(533.4) of the Code. 

h. Prepaid expenses. 

i. Accrued interest on nonrisk invesb~ents. 

j. Furniture and equipment. 

k. Land and buildings. 

3. The superintendent of bankina may require a credit 

union to set aside additional a~ounts as a special reserve 

if an exa~ination of its assets should disclose that its lesal en 
:-n 
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reserve is inadequate. 

Sec. 13. Section five hundred thirty-three point eighteen 

(533.18), Code 1975, is amended by striking the section and 

inserting in lieu thereof the followinc: 

533.18 DIVIDENDS. 

1. At such intervals and for sucn periods as the board 

of directors may authorize, and after transfers to the required 

reserves, the board of directors may declare dividends at 

such rates and upon such classes of shares as are determined 

by the board. such dividends shall be paid on all paid-up 

shares outstanding at the close of the period for which the 

dividend is declared. 

2. Shares which become fully paid up during such dividend 

:'eriod and are outstanding at the close of the period shall 

be entitled to a proportional share of such dividend. 

3. Dividend credit for a month may be accrued on shares 

which are or become fully paid up during the first fifteen 

days of that month. 

Sec. 14. Section five hundred thirty-three point nineteen 

(533.19), Code 1975, is amended to read as follows: 

533.19 EXPULSION-->-IITHDRAHAL. I\ 'llember may be expelled 

by a ~we-~fi±~as majority vote of the ~effibe~~-~~eseft~-a~-a 

s~eeia±-ffiee~ift~-ea±±ea-~e-eeftsie~~-~fie-ffia~~e~-bM~-eR±y-a€~e~ 

a-fiea~ift"! board of directors at a regular or special meeting 

of the board. The expelled member may request a hearing 

C>efore the membership of the credit union. A meeting of the 

membership shall be held within sixty days of the member's 

request. The membership may, by naj ori ty vote at the 

membership meeting, reinstate the expelled member upon terms 

~!ld conditions prescribed by it. "'\ny member may withdraw 

froc., the credit union at any time but notice of withdrawal 

::ny be required. All amounts paid on shares or as deposits 

8" an expelled or withdrawing member, 1d th any dividends or 

interest accredited thereto, to the date thereof, shall, as 

fJnds become available and after deducting all amounts due 

cror'' the member to the credit union, 'oe paid to him. The 

~r~dit union ~ay require sixty days' notice of int~ntion to 

e 
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withdraw shares and thirty days' notice of intention to 

withdraw deposits. ·iithdrawJ.ng or expelled members shall 

have no further rights in the credit union but are not, by 

such expulsion or withdra•:al, released from any remaining 

liability to the credit union. 

Sec. 15. Section five hundred thirty-three point thirty 

(533.30), Code 1975, is amended by striking the section and 

inserting in lieu thereof the following: 

533.30 MERGER. 

1. A credit union may, with the approval of the superin­

tendent of banking, merge with another credit union under 

the existing organization of the other credit union pursuant 

to a pla.n agreed upon by the majority of the board of directors 

of each credit union joining in the merger and approved by ______ _ 

the affirmative vote of a majority of the members of the 

merging credit unions. 

2. After agreement by the directors and approval by the 

members of the merging credit unions, the chairman of the 

board and secretary of the credit unions shall execute a 

certificate of :nerger, '-lhich shall state: 

a. The tir:1s and place of the meeting of the board of 

directors at which the plan was agreed upon. 

b. The vote in favor of the plan adopted by the boards 

of the respective credit unions. 

c. }\ copy of the resolution or other action by which the 

plan was agreed upon. 

d. The vote by which the plan was approved by the members. 

3. The certificate and a copy of the plan of merger agreed 

upon shall be forwarded to the superintendent of banking, 

certified by him, and returned to both credit unions within 

thirty days. 

4. Upon return of the certificate from the superintendent 

of banking, all property, property rights, and members' inter­

est of the merged credit union shall vest in the surviving 

credit union without deed, endorsement or other instrument 

of transfer, and all debts, obligations and liabilities of 

the merged credit union are assumed by the surviving credit 

e 
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union under whose charter the merger was effected. The rights 

and privileges of the members of the mersed credit union shall 

remain intact. Credit union membership in the surviving 

credit union shall be available to persons within the field 

of ~embership of the merged credit union. 

5. This section shall be construed to per~it a credit 

union or,;anized ur.der any other statute to merge with one 

organized under this chapter, or to per1it one organized under 

this chapter to merge with one organized under any other 
statute. 

Sec. 16. Chapter five hundred thirty-three (533), Code 

1975, is amended by adding the following new section: 

NEW SECTION. CORPORATE CENTRAL CREDIT UNION. A credit 

union, in which all credit unions, the credit union league, 

and its affiliates in the state of Iowa are eligible for 

membershi'p, :nay be established in this state and sh<'tll be 

known as a corporate central credit union. .1\. corporate cen­

tral credit union shall have all the powers, rights, restric­

tions and obligations imposed upon or granted credit unions 

established under the provisions of this chapter, except: 

1. It shall not be required to transfer to the legal 

reserve of the corporation more than five percent of the cor­
poration's net income for the year. 

2. It may buy or sell investment securities and corporate 

bonds which are evidences of indebtedness. However, the 

buying and selling of such investment securities and corporate 

bonds shall be limited to buying and selling without recourse 

·to marketable obligations evidencing indebtedness oF any 

corporation or state or federal agency, under further 

defini tio/s of the term "investrnent securities" as prescribed 

by the superintendent. The total amount of the inves~"ent 
securities of any one obligor or maker held by the credit 

union shall at no time exceed five percent of the shares, 

undivided earnings and reserves of the credit ~nion except 

that this limit shall not apply to obligations of the federal 

government. The aggregate total of the investf'"le>nt securities 

held by the credit union shall not exceed fifteen percent 
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of the shares, undivided earnings and reserves of said credit 
union. 

ARTHUR A. NEU 
President of the Senate 

DALE M. C:OCHRAN 
Speaker of the House 

I hereby certify that this bill ori7inated in the Senate and 

is known as Senate File 39, Sixty-sixth General Assembly. 
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ROBERT D. RAY 
Governor 
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