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A BILL FOR

An Act relating to the regulation of savings and loan
associations.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1, Scction five hundred thirty-four point two

(534.2), subsection fourteen (14), Code 1977, 1s amended to
read as follows:

14, "Real e¢state loan" shall mean any loan or cther
obligation secured by real estate, whether in fee or in a
leasehold extending or renewable automatically for a period

of at least fifty years or ten years beyond the maturity date

of the loan.
Sec. 2. Section five hundred thirty-four point twenty-
one (534.21), subsection twelve (12), Code 1977, is amended

to read as follows:

12. LOANS ON LEASEHOLD. An assoclation may also make
loans on leasehold interests, under the same terms as above
provided for other loans, if said leasehcld interest extends
or 1s automatically renewable at the option of the holder,
or at the option of the association, for a period of at least
fifty years from the date the loan is executed but or at least
ten years beyond the maturity date of the lcan and provided
further that, in event of default, the real estatce described
in such leasehold interest could be subjected to the
satisfaction of the debt with the same priority.

Sec. 3. Section five hundred thirty-four point twelve
(534.12), subsection one (1), Code 1977, is amended to read
as follows:

1. VOTING. Each member shall have one vote for ¢ach one
hundred dollars of net equity above share loans in his or

her share account owned and held by him or her at any election,

and may vote the same by proxy, but no person shall vote more
than ten percent of the savings liability at the time of said
election excepting that proxies held and voted by an individual
member or a proxy committee shall not be included in said

ten percent limitation. Every proxy shall be in writing and
shall, unless otherwise specified in the proxy, continue in
force for eleven months from the date thereof. No proxies

shall be voted at any meeting unless such proxies have been
_1_
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on file with the secretary of the association for verificatlon
at least five days before the date of the meeting. Anvone
depositing or transferring savings as collatceral security
shall be deemed the owner of such share account within the
meaning of this section. Notice of the regular annual meeting
of members of an association shall be given by publishing

sald notice in a newspaper of general circulation in the
county in which the office of said association is located

at least thirty days before the date set for said annual
meeting. Proxies may be revoked by any member upon written
notice to the secretary of an association; by execution of

a written proxy to another agent; or by personal attendance

by the member at the members’ meetings. Each member as defined
by section 534.2, subsection 8, shall, regardless of shares,
be entitled to at least one vote at any members’ meeting.

Sec. 4. Section five hundred thirty-four point nineteen
(534,19), subsection nine (9), Code 1977, 1s amended to read
as follows:

9. SERVICING LOAKS. To service mortgages and real estate

contracts subject to such regulations and restrictions as
may be prescribed bv the supervisory-previded-sueh-mortgayes
ertginativ-are—-made-bv-such-asseetation-—and-subseguentiy-seid.
Fre-maximum-prineipai-amount-of-moregages-thus-servicaed-by
an-asseetation-at-any-ene-time-shail-not-exeeed-twenty-£five
pereent-pf-che-ameunt-sf-£he-savings-iiabitiey-of-suen
agacse+ations--Po-sarviec—contracez—feor-sale-ef-reat-estates
previded-that-one-of-the-parties-to-said-contrace-ts-a-member
of-the-gerviecing-asacctation-and-that-suen-assocsiatien-shatd
not-undertake—in-cennectron-wrth-such-gervicing-se-be
respensibie—for-mere-than-bookkeeping-er-other-perfunctory
servicesa-in-econneetion-herewtrths

Sec. 5. Section five hundrxed thirty-£our point twenty-
one (534.21), subsection two (2), Code 1977, is amended to
read as follows:

2. TERMS OF LOANS. All installment lcans shall be re-
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pavable within thirty years or, 1f an insured or guarantced
loan, within the period acceptable to the insuring or guaran-—
teeing agency. Loans of any type that such an association

may make on a monthly installment basis may also be made
without full amortization of principal; provided, that except
for insured or guaranteed loans, interest shall be pavable

at least semiannually and any such locan may be made for an
amount not in excess of f£ifey seventy percent of the value

and for a term of not more than €ive three yearss--And-provided
further;-that-tf-the-members-have-auntherized-icans-to-be-made
without-£fuil-amertization-up-te-guch-higher-pereentage-gueh
leanz-mav-be-made-for-an-ameunt-not-in-axcess-af-sixty-percent
of-the-vatue-and-for-a-sarm-ef-nor-mere—than-ehrec-yearss
And-provided-furehers-that-t€-the-members-pave-aucthericed
1oans-te-be-made—withoue-fuit-amertizatien-up-to-sgeh-higher
pereentages—-3ueh, Such loans, if mades for the purpose of
construction, may be made for an amount not in exccess of
eighty percent of the value and for a term of not more than
eilghteen months. A construction loan may be combined with

an installment loan in one note, provided the total term does

not exceed thirty-one vcars and six months. Loansg, other

than home loans, may be made on a monthly installment basis

with a final principal payment in an amoun% larger than preced-

ing principal payvments. Loans with vrincipal and interest

payments less than monthly but at least annually may be nade

with the same terms ac monthly installment loans for an amount

not in excess of eighty percent of value,
Sec. 6. Section five hundred thirty-four peint twenty-
one (534.21), subsections three (3} and four {(4), Code 1977,

are amended to read as follows:

3. HOME LOANS, Every such assocliation may originate and
make first mortgage amortized real estate loans fex-net-¢o
exceed-fifty-thousand-deliars secured by home property situated
within the regular lending area. Heme-leans-may-bBe-made-in

execegs-of-the-firfty-thousand-detiar-1imitation-when—made-under

Cra.zavay /7
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the-forty-percent—of-assetu-tending-power-hereinafter-ace

&sut S

4., OTHER LOANS., LEvery such assoclatlion mav use an
aggregate amount not exceseding forty percent of the asscts
at the time of such use, or a larger amount with the approval
of the supervisor, to make loans as follows:

as—~Home-teanras-whieh-are-etrther—-direcr-reductron-homae
teana-er-netr-but-which-eaxcaad-€txfey-thoengsand-detiara-eaen;
regardlesgs-eof-wheru-the-Reme-property-securing-the-ioan-isg
sirtuateds

b a. Home loans of any amount, which are direct-reduction
home loans, but which are secured by home property situated
veyond tne regular lending area.

e b. Home loans of any amount which are not direct-

reduction home loans, regardless of where the nome property

securing the loan 1s situated.

4 c. Other real estate loans, whether amortized or unamor-
tized, regardless of amount thereof or location of real estate
securing the loan.

e d. First mortgage loans insured by an instrumentality
of the United States government or first mortgage loans insured
by an approved mortgage insurance company doing business in
the state of Iowa shall be exempt from the provisions of the
forty percent of assets lending power.

This power is herein referred to as the "forty percent
of assets lending power." A subsequent reduction of savings
liability shall not affect in any way outstanding loans made
under the forty percent o0f assets lending power.

Sec. 7. Section five hundred thirty-four point twenty-
one {S534.217), subsectiocon ten (10), Code 1977, is amended to
read as follows:

10. ADVANCE INTEREST ON PREPAYMENTS. Real estate loans
on one to four family dwellings may be repaild in part or in
full at any time, excepting that the association may charge

not to exceed six months advance interest on that part of
-l =
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the aggregate amount of all prcpayments made on such loan
in any twelve-month period which exceeds twenty percent of
the original principal amount of the ioan; and may charge
any negotiated ratc net-te-exceed-three-pereent-ef-the-originat
priaeipai-for-prepayment on other loans during-tne-£firse-three
vearg-of-gutG-leans,;-afetcer-which-time-tne-usseciakton—may
eharge-as-above-provided-for-on-enc-to-feur-famiiy-dweliings.
Sec. 8. Section five hundred thirty-four point forty-three
(534.43), Code 1977, is amended to read as follows:
534.43 RESERVE FOR CONTINGENCIES. As of June 36 thirtieth

and Decerber 3% thirty-first of each year, before declaring

any dividends, the board of directors shall transfer and

credlit to a general reserve account an amount equivalent to

not 1less than two percent of the net earnings of the

association for the preceding six months, called the

"accounting period", such transfers to be made at the end

of mach six montis accounting period, until such general "
reserve account is egual to at least five percent of the total

amount paid 1n by members and credited on share accounts,

The above action shall be taken March 33 thirty-first, June

38 thirtieth, September 36 thirtieth and December 33 thirty-

first of each year and the dividends and reserve weriods

correspondingly adjusted if dividends are paid cuarterly.

If at any time thexcafter such general reserve account shall
on account of losses be reduced to less than five percent

of the amount paid in and credited on share accounts, such
transfers and credits thereto shall be resumed and continued
until such reserve 1is again cqual to at least five percent

of the total amount paid in and credited on share accounts

of members. The reserve account so established shall at all
times be maintained and used for the sole purpose of absorbing
losses incurred by the association and for no other purposes.
An association may establish such other and additional special
resexves as may be ordered by its board of directors. An .

association as an optional method may close its books on a
-5
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fiscal vear hasc with one transfer to rescrves at the

conclusion of the fiscal ycar. Except as wermitted by the

federal savings and loan insurance corporation or when the

general reserve account s 1n excess o Live percent of Lobal

savings, the percent of the general resgserve account to toial

savings shall not be reduced due to an increase in savings.

Sec. 9. Section five hundred thirty-four point forty-eight
(534.48}), Code 1977, is amended to read as follows:

534.48 FOREIGN ASSOCIATIONS. If any foreign building
ard loan or savings and loan association, as in this chapter
dcefined, desires to transact business within this state, 1t
shall furnish to the state executive council a certified copy
ol its articles of incorporation, or charter and bvlaws, and
a ccrtified copy of the state laws under which it is organizeg,
together with a report for the year next preceding, verified
by 1its president, vice president, secretary, and at least
three directors, which report shall show:

1. The amount of its authorized savings liabilityv and
the par value of 1ts shares, if any.

2. The incrcase 1in savings liability.

3. The withdrawal from savings liability during the ycar.

4, The amount of savings liability in force at the c¢nd

of the year.

5. A detailed statement of all funds received during the
vear and all disbursements.

6. The salaries paid each of its ocfficers.

7. A detailed statement of its assets and liabilities
at the end of such vear and the nature thereof.

8. Anay The raauirements of section f£ive hundéred thirty-

four point three (534.3), subsection three (3), paragragh

a, of the Code for a domestic association desiring to establish

an office and anv other matters of fact which th¢ council

may require.
As used in this section, *o transact business shall mean

to have an office, agency Or agent in this staito.

-6-
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Sec. 10. Section five hundred thirty-four point sixty-
two (534.62), Code 1977, is amended to read as {ollows:

534.62 DISCRIMINATION IN FOREIGK STATES. When by the
lav's of any other state, territory, country or nation, or
by the decision or rulings of the appropriate and proper
officers thereof, any greater taxes, fines, penalties,
licenses, fees, deposits of money or other securities, or
other obligations or prohibitions, are demanded of building
and loan or savings and loan associations of this state, as
a condition to be complied with before doing business or

granting loans in ehts that state, so long as such laws

continue in force, the same reguirements, obligations, and
prohibitions of whatever kind shall be imposed on all building
and lcan or savings and loan assoclations of such other state,
territory, country or nation doing business in this state,

and upon their agents. It is hereby made the duty of the

auditor of state to enforce the provisions of this section, .
Sec. 11. This Act is effective January 1, 1978.
EXPLANATION

This bill modifies chapter 534 relating to savings and
loan assocliations in several respects:

Sections 1 and 2 modify an association's lending powers
with respect to real property occupied by the borrower pursuant
to a lease so that a loan may be secured by a leasehold if
the term of the lecase extends at least ten years beyond the
maturity date of the loan. This would make Iowa law equivalent
to federal provisions which regulate federally-chartered
associations.

Secticn 3 relates to voting rights of members, and the
amendment will correct a situation where a director of a small
association is able to get a share loan against his savings
account, reinvest the proceeds of that loan in another share
account, and then repeat the process, conceivably without
limit. The director thereby increases his or her voting .

rights and, alone or with another director, controls the

-7 -
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board, If amendced, this section would read essentially the
same as the regulat.ion for federal assoclations.

Section 4, relaling to loan servicing powers removes the
requirement that a serviced mortgage must be originated by
the associaticn and that a party to a serviced contract must
ve a member of the association. It also removes the 25 per-

cent of savings limit for the amcount of mortgages that can

be serviced. By allowing an associration to service more mort-
gages, more funds can be ¢generated to be available for home
loans. The regulation for federal associations allows those
assoctrations to service meortgages with no dollar limit:,

Section 5 amends provisions relating to installment loans
in order to simplify the straight leoan limits by allowing
70 percent lcans for three years with semi-annual intcrest
pavments, allow ballocon loans on other than home loans and
nelp persons with seasonal incomes buy homes by allowing
annual or semi-annual payments. The amendment would place
the Code more in agreement with what is permitted by federal
regulatiocns,

Section 6 amends section 534.21 of the Code as 1t rclates
to the maximum dollarx limitations on loans. The dollar limit
contained in subsections 3 and 4 is the same as the federal
limit and has been amended at least twice. Federal authoritics
arc now considering raising it again, Savings and loan asso-
ciaticons have no history of loss on more expensive houses
and these lcocans can be made under the forty percent of assels
classification anywav. Inflation in the prices of homes
suggests that anvy amendment in dollar amount would only be
temporary. The proposed amendment ¢f eliminating the dolilar
amount would opreclude the need for periodic amendment in the
future.

Section 7 provides that prepaynent penaltics on leans: other
than home lcans shall be a matter of contract between the
lender and borrower. The maximum peralty as it now exists

is greater for a home thar £for commercial proover.y. If

- 8-
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1 amended, the Code would agree with thoe federal regulation.

v Section 8 ¢larifics the authority to use a threo-year or

3 five-ycar averaging of savings for reserve purposes which

4 the FSLIC allows. It also corrects a situation with uninsurcd
n assoclations where the reserve account never has been five

¢ pcercent of savings and never will be. They are required to
put two percent of earnings into the reserve but have no

§ "bencnmark" requirements. A benchmark requirement means that
9 rescerves shall be a certain percentage of savings by a certain
19 date. As this section now exists, the percentage of reserves

to savings can legally dwindle. This amendment would place

p
-

2 our Code 1in agreement with the federal regulation.

1y Section 9 amends section 534.48 to regquire an out-of-state
14 association to show the same need as a domestic association

15 for opening an office in this state. They do not have to

¢ do so under the present requirements. It also clarifies that
17 doing business is not the granting of loans.

18 Section 10 is related to the amendment contained in sec-

to tion 9, and amends the section relating to reciprocity of

>0 state laws to reflect that "transacting business" and "granting

21 loans" are subject to different restrictions.
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Section 1. Scction five nundreu tnirty-four point two
(534.2), subsection fourtcen (14), Coac 1977, is amended to
read as follows:

14, "Real estatc loan"” shall mcan any locan or otaer
obligation secured by real estate, whether in fee or in a
leasencld extending or renewable automatically for a period

of at least fifty years oxr ten years beyond the maturity date

of tne loan.
Sec. 2. 3Section five hunared tairty-four point twenty-

cne (534,21), subsection twelve (12), Code 1377, is amended

to read as follows:

12. LOANS ON LEASEHOLD. An association may also make
loans on leasenold interests, under the same terms as above
provided for otner lcoans, if said leasenold interest extends
or 1s automatically renewable at the option of the nolder,
or at the option of the association, for a period of at least
fifty years from the date tae loan is executed put Or at least
ten vears bezond tae maturitz date of the loan and-Efevideé
fureher—-+hpts-tn—evens-cf-defantes-—tne-regi-estate-deseriped
in-sueh-icaseheid-intefest—ceai&-be-sabieeted—te—tne
satisfaetien-ef-the-debt~with—thc-same-ﬁriefitz.

Sec. 3. Section five hundred thirty-four point twelve
(534.12), subsection cone (1), Code 1377, is amended to read
as follows:

1. VOTING. Each member shall aave one vote for eacn one
nundred dollars of net equity above share loans in his or

ner share account owned and neld by him or her at any election,

and may vote the same by proxy, but no person shall vote more
than ten percent of the savings liability at the time of said
election excepting that proxies neld and voted by an individual
member Or a proxy committee sinall not be included in said

ten percent limitation. Every proxy shall be in writing and
shall, unless otherwise specified in the proxy, continue in
force for eleven months from tne date thereof. No proxies

shall be voted at any meeting unless sucn proxies have been

-1-=
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on file witih tiec scceretary of tae assocliation for verification
at lcast five days before the adate of tine mecting. Aayonc
depositing or transferring savings as collateral security
shall be deemed tie owner of suca sanare account witain tne
meaning of this section. wnotice of tne regular annual meeting
of members of an association snall be given oy puolisning

said notice in a newspapcr of general circulation in the
county in whicn tine office of said association is located

at least thirty days before the date set for said annual
meeting. Proxies may be revoked by any member upon written
notice to tae secretary of an association; by execution of

a written proxy to another agent; or by personal attendance

by the member at the members' meetings. Etaca member as definea
by section 534.2, subsection 8, shall, regardless of shares,
oe entitled to at least one vote at any members' meeting.

Sec, 4., Secection five aundred tnirty-four point nineteen
(534.19), subsection nine (%8), Code 1977, is anended to read
as follows:

9. SERVICING LOAJS. 7o service mortgages and real estate

contracts subject to such regulations and restrictions as
may be prescribed by tue supervisorjy-previded-suchR-moertgaees
eriginatty-are-made-py-suen-asgeectation-—and-subsecguentiy-soid.
Fac-maximum-principal-ameount-of-mortgages—tpus-servieed-by
an-agdecrntion-at-any-one-tine-snati-not-exceed-twenty-£five
percent-of-the-anount-of-tne—-savings-liapitrey-of-suen
associations--Po-service-contracta-for-vate-af-real-estates
provided-tnat-ene-of-the-parties-to-3atd-eontract—+3—a-Remper
ef-spe-gervicing-asseetation-and-that-suen—asseciatton-shai:
not-undertake-in-eonnection-vitn-sueh-aervieing-to-be
responsibie-fer-mere-tnan-poekheeping-or—etacr-perfunctory
Jervices-in-ecenneetion-nerewibns

Sec., 5. Section five aundred thirty-£four point twenty-
one (534.21), subsection two (2), Code 1977, is amended to
read as follows:

2. TERMS OF LOANS. All installment loans snall be xe-

-2_
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payable within tnirty years or, 1f an insured or guaranteed
loan, within the pcriod acceptable to tne insuring or guaran-
teeing agency. Loans of any type tnat sucn an associlation
may make on a montihly installment basis may also be made
without £full amortization of principal; provided, tnat except
for insured or guaranteed loans, interest snall be payable

at least semiannually and any suca loan may e made for an
amount not in excess of €+f+y seventy percent of tne value

ané for a term of not more tanan f£ive three vears+--And-previded
fureher-tnat—-1f-the-mempera-—aave-aueaerized-ieans-to-pe-made
without-fuli-amertization-yp-+e-suen-nigner-pereentage~suen
ieans-may-pe-made-for-an-ameunt-not-in-excess-ef-srxnty-percent
of-the-vatue-and-for-a-term-eof-not-more-tnan-taree-yearsgs
And-provided-furtrers-tnat-if-ene-membera-pave-antnorized
ioans-to-pe-made-witRout-£fuii-amortization—up-+to-suen-nigner
pereentages—-3deh. Such lecans, 1if mades for tne purpose of
construction, may be nade for an amount not in excess of
eilignty percent of the value and for a term of not more than
eignteen months. A construction loan may be combined with

an installment loan in one note, provided the total term does

not exceed thirty-one years and sixXx months. Loans, other

than home loans, may be made on a montnly installment basis

with a final principal payment in an amount larger tnan preced-

ing principal payments. Loans witih principal and interest
payments less than montnly but at least annually may be made

with tne same terms as monthly installment loans for an amount

not in excess of eignty percent of value.

Sec. 6. Section five nundred thirty-four point twenty-
one (334.21), subsections taree (3) and four (4), Code 12377,
are amended to read as follows:

3. HOME LOANS. BEvery such association may originate and
make first mortgage amorxtized real estate loans fer~nee-<ee
exceed-£if+y-theusand-deiiars secured by home property situated
within the regular lending area. rome-ieoans-may-be-made-in

excess-ef-tne-frfay-tnousand-deriar-iimieasion-when-made-under

-3-
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tac—forty-percent-of-asgetd-jending-power-hereinafter—set

oue -

4. OwWILR LOAIS. Lvery sucn association may use an

aggregate amount not exceeding forty percent oi tine assets
at tne time of sucn use, or a larger amount wit.a the approval
of the supervisor, to make loans as follows:

ar--Home-toans;-whtea-are-extner—-direet-reduction-nome

o ~ W P W Y e

tcana-er-net;-but-whicpn-axeceed-fifey-enousana-dettars~caehs
regardieas-of-where-the-nome—properey-securing-#ne-ltoan~i9g
aieuateds

b a. iome loans of any amount, whica are direct-reduction
nome loans, bu: which are secured by home property situated
peyond the regular lending area.

e b. ilome loans of any amount whica .are not direct-
reduction home loans, regardlcss of where .tane nome property
securing the loan 1s siltuatec.

é c. Other real estate loans, wnetner amortized or unamor-
tized, regardless of amount thereof or location of real estate
securing the loan.

e d. First mortgage loans insured by an instrumentality
of the United States government or first mortgage loans insured
by an approved mortgage insurance company doing business in
the state of Iowa snall be exempt from the provisions of the
forty percent of assets lending power.

This power is herein referred to as tne "forty percent
of assets lending power." A subseqguent reduction of savings
liability shall not affect in any way outstanding loans made
under the forty percent of assets lending power.

Sec. 7. Section five hundred tairty-four point twenty-
one (5334.21), subsection ten (1J), Code 1977, 1s amendec to
read as follows:

10. ADVANC: INTEREST 0.1 PREPAYME.ITS. Real estate lcans
on one to four family dwellings may be repaid in part or in
full at anv time, excepting that tne associatlon may charge

not to exceed six montihs advance interest on tnat part of

CPA.23348 1771
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the agygregate amount of all prepayments made on sucn loan
in any twelve-month period which cxceeds twenty percent of
the original principal amount of the loan; and may cnarge
any negotiated rate net-te-exeececd-three-pereent-of-tne-origina
prineipai-for-prepayment on other loans during-the-£firse-taree
years-ef-said-ieans;-after-whicn-¢ime-tne-aslociation-may
eharge-as-apeve-provided-for-on-one-to-four-£famity-dwetiings.
Sec. 8. S3ection five anundred thirty-four point forty-tnree
{534.,43), Code 1977, is amended to read as follows:
534,43 RESERVE FOR COJTINGENCIES, As of June 38 tnirtietn

and December 34 thirty-first of eacn year, before declaring
Y Y

any dividends, the board of directors shall transfer and
credit to a general reserve account an amount equivalent to
not less than two percent of tne net earnings of tne
association for the preceding six montas, called the
"accounting period", such transfers to be made at the end

of each six months accounting period, until sucn general
reserve account is equal to at least five percent of the total
amount paid in by members and credited on share accounts.

The above action shall be taken Marcn 3% tairty-first, June

36 tnirtietn, September 39 tnirtieth and Decemver 3% tairxty-

first of each year and tne dividends ana reserve periods

correspondingly adjusted if dividends are paid quarterly.

If at any time thereafter such general reserve account shall
on account of losses be reducea to less than five pércent

cof the amount paid in and credited on share accounts, sucn
transfers and credits thereto shall be resumed and continued
until such reserve is again equal to at least five percent

of the total amount paid in and credited on share accounts

of members. Tae reserve account so established shall at all
times be maintained and used for tae sole .purpose of absorbing
losses incurred by tne association and for no otner purposes.
An assoclation may establisn such other and additional special
reserves as may be ordered by its board of directors. An

association as an optional metaod may close its books on a

-G
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fiscal year base witihi one transfer to reserves at the

1

conciusion of tne fiscal year. Lxcept as permitted by tac

federal savings and loan insurance corporation or when tie

general reserve account is in cucess of five percent of total

savings, the percent of tue general reserve account to total

savings shall not be reduced aue to an increase in savings.

Sec. 9. Section five nundrea thirty-four point forty-eight
(534,48}, Code 1977, is amended to read as follows:

534.48 FOREIGN ASSOCIATIONS. If any foreign building
and loan or savings and loan association, as 1in tnis chapter
defined, Jdesires to transact business witnin this state, 1t
shall furnish to the state executive council a certified copy
of 1lts articles of incorpeoration, or chartex and bylaws, and
a certified copy of the state laws under which it i1s organized,
toyether with a report for the year next preceding, verified
by its president, vice president, secretary, and at least
three directors, wnich report shall show: _

1. Tne amount of its authorized savings liability and
the par value of its shares, 1f any.

2. Tne increase in savings liability.

3. Tae withdrawal from savings liability during tne year.

4. Tae amount of savings liability in force at the end
of the year.

5. A detailed statement of all funds received during tine
year and all disbursements.

6. The salaries paid eacn of its officers.

7. A detailed statement of its assets and liabilities
at the end of sucn year and the nature tnereof.

8. Any Tae recuirements of section five nunared thirty-

four peoint three (534.3), subsection thrxee (3), paragraph

a, of the Code for a donmestic assocliation desiring to estaplish

an office and any otner matters of fact whien tihe council

may require.
As used in this section, to transact business snhall mean

to have an office, agency or agent in this state.

_.6_
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Sec. 10. Section five hundred tnirty-four point sixty-
two {(534.62), Code 1977, is amended to read as follows:

534,62 DISCRIMIWATION IN FOREIGH STATES. When by the
laws of any other state, territory, country or nation, oOr
by the decision or rulings of the appropriate and proper
officers thereof, any yreater taxes, fines, penalties,
licenses, fees, deposits of noney or other securities, or

otner obligations or prohibitions, are demanded of building

0 =~ O W e

¢ and loan or savings and loan associations of tnis state, as
10 @ ¢ondition to be complied with before doing pusiness or

11 Sranting loans in ¢his that state, so long as sucn laws

12 <ontinue in force, the same reguirements, obligations, and

13 prohibitions of whatever kind shall be imposed on all building
164 and loan or savings and loan associlations of such otner state,
15 territory, country or nation doing business in tals state,

16 and upon their agents. It 1is hereby made tne duty of tne

17 auditor of state to enforce tne provisions of tnis section.

18 Sec., 11. Tais Act is effective January 1, 1978.
19 EXPLANATION
20 Tnis oill modifies chnapter 334 relating to savings and

21 loan associations in several respects:

22 Secticns 1 and 2 modify an association's lending powers

23 With respect to real property .occupied by tne borrower pursuant
24 to a lease so that a loan may be secured by a leasehold if

25 the term of tnhne lease extends at least ten years beyond the

26 maturity date of the lcan. This would make Iowa law eguivalent
27 to federal provisions whici regulate federally-chartered

28 associations.

29 Section 3 relates to voting rights of members, and the

30 amendment will correct a situation wnere a director of a small
31 association 18 able to get a share lcoan against his savings

32 account, reinvest the proceeds of taat loan in anothner share

33 account, and then repeat the process, conceivably without

34 limit. The director therxeby .increases nhis or her voting

35 rights and, alone or witn anotner director, controls the

-7-
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poard. If amended, tnis section would read essentially
same as thc regulation for federal assocliations.

Section 4, relating to loan secrvicing powers removes the
requirement that a serviced mortgage nmust be originated by
the association and that a party to a serviced contract must
be a membexr of the association. It also removes the 25 per-
cent of savings limit for the amount of mortgages tnat can
be serviced. 3y allowing an association to service more mort-
gages, more funds can be generated to be available for home
loans. The regulation for federal associations allows those
associrations to service mortgages with no dollar limit.

Section 5 amends provisions relating to installment loans
in order to simplify the straight loan limits by allowing
70 percent loans for three years with semi-annual interest
payments, allow balloon loans on otner than home lcans and
aelp persons with seasonal incomes puy homes by allowing
annual or semi-annual payments. Tne amendment would place
the Code more in agreement with what is permitted by federal
regulations.

Section 6 amends section 534.21 of the Code as it relates
to the maximum deollar limitations on loans., Tne dellar limit
contained in subsections 3 and 4 is tne same as the federal
limit and nas been anended at least twice. Federal authorities
are now considering raising it again. Savings and loan asso-
ciations have no history of loss on more expensive houses
ané these loans can be made under tne forty percent of assets
classification anyway. Inflaticon in the prices of nomes
suggests that any amendment in dollar amount would only be
temporary. Tne proposec amendment of eliminating tne dollar
amount would preclude the need for periodic amendment in the
future.

Section 7 provides tnat prepayment penalties on loans other
than home loans snall ve a matter of contract between tne
lender and borrower. Tne maximum penalty as 1t now exists

is greater for a home than for commercial property. If

-g=
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12 our Code in agreement with the federal regulation.

17 doing business is not the granting of loans.

loans" are subject to different restrictions.

amendcd, the Code would agree witiy the federal regulation.
Section 8 clarifies tine autnority to use a tahrec-year or

five-year averaging of savings for reserve purposes which

1
2
3
4 the FSLIC allows. It also corrects a situation with uninsured
5 assoclations where the reserve account never has been five

§ Percent of savings and never will be., They are reqguired to

7 Put two percent of earnings intoc tne reserve but have no

g '"benchmark" requirements. A benchmark requirement means that
g reserves shall be a certain percentage of savings by a certain
10 date. As this section now exists, the pefcentage of reserves

11 to savings can legally dwinale. This amendment would place

13 Section 9 amends section 534.48 to require an out-of-state
14 Aassociation to show the same need as a domestic association
15 for opening an office in tnis state. They do not have to

16 do so under the present reguirements. It also clarifies that

18 Section 10 is related to tne amendment contained in sec-
19 tion 9, and amends the section relating to reciprocity of

state laws to reflect that "transacting business"” and "granting
20
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AN ANCT
KELATIGNG 70 TAY REGULATICN OF SAYINGS AME LOAN ASSCCLIATIONS

BEOIT CSMACTED BY THE CEHLRAD ASSEMBLY OF THE STRTE O 10WA:

secsicr 1. seetien five hundred tharty-four voant two
54,20, subszetaon fourteen (14), Code 1977, 1z awanded o
read as Tellows:

T4, "Real astote lean” shall mean any loan or other
chligqaticn speured by real essate, w<hoether in fee or
leaschold extanding or renwwable automatisally Jor oa nenviod

51 at least fifty years or ten vears beyond the Asturity date

of the loar.

S, 2. Sectien five hundred thire foar potn. Awentyes
obe (54t 213, subsecrion twaive (121, Code 1677, a8 &reded
Lo reawd as foliows:

12, 1OALS ON LEASEHOLD,  An ds$teciation by &isc make
1oars on Jeasehald 1nterests, ueder the sarte terr
provided for other leans, it said leoanchold ante
nr i1 autematically renewable at the opticon <f he hoelder,

o1 at the option of the associataon, for a seriod ol at least

fitty years irom the date the loan au execatad barn or at least

ton wesrs bevond the maturity date of the loan and-preovsded
i&urt-.he-.r-wmt-;-s‘n—event-ef—écfaaéty-the-fnai—estate—ée:««rthmi
+n—:em-.'.-q-4ecﬁemﬁel—im-.ermst—-mu+d-!:e—s-:b-_-.s.-eteri—:e---.h:-
watradnetron-of-the-denstowith-che-sare-prieray,

Gue . 3, section tive punared thiregy-four pant twe lve
(34,570, subsection cne (1), Ccle 1677, 1 amended Lo Dedd
as tTolloss:

W wTiug.  kack merbor saall Have ope vore 1ov

nundrec Jdellars of net_edguiiy a20ve

sndre loar

her are acceant owned acd boeld Ly boooop aer atoany vlectyon,
and may ¥0Le tne sana by proxy, LIt no person shall vete more
than ter percent ot tov savirgs liaslany ot she time of sard

clactaon axoenting what proxies aald and voted Lyoan 1nf.vidaal

Senate File 1719,

PAFber or A4 proxy cotmittee shall not be include:d an saad
ten percent limatarion,  Every proxy shall Lo an wraiting and
saall, unlots otacrwise specified Jr Rhe proxy, Tonatirue an
force for eleven ronths from tne date shereof.  Ne wreoxies
shall ba vored at any mecting urnless snch »>roXies nava Leern
o file with the secretary of the association for ver o facation
at least iswe days before the danc of the maeLing. hoavone
Sep0sitang o transierring savings & collateral sacarity
shail be doseced the ownes of such rhare atcount withih the
ceanine of this recrion.  Notiee of the reqgular arnail meeting
of memsors ¢f an assocsatios shall be giver by prbl 1shing
sa'd noLichs Ln o powsgaper of general carculataicn on hes
county 1n which tus of face of sard associat.or is located
at least tairty days before the date set tor sald anpaal
Meeting.  Proxies tay be revosed by any member upon written
pOLica Lo the wecrotary of an asscoration; Ly DXesUR1ion ot
a2 writter proexy to ancther agont: or by oersonal otnendance
By the manber at Lha members ' Deobings,.  GAch erey an Jdetined
seclien 53402, subsecrion B, shall, recardless of uhares,
entitled to at “east one vote at any Memiors' mectiag,
Ses. 4. sSsetion five hondred tharty-fous int nLroeracn
su,19), subsection nine (91, Code 1277, a4 arwended Lo read
foliows:
SERVICLYG LOANS, T SOTVLCS MOUTLYAJeS :al\i___;& ent
subjeot to such reaulotions ani restrastions as
pruesooazed by be LUPETVLLGE FopraYTasd - unnl-mor tquges
uri»fgir.eih‘-erevnndc--by—:snch—a:wee-'_etvan—and—anharquen-_}-f—-.enfe-é.
H"ne—mnxsmun—pztheipn-!—nr.nun*—.--n(-nesrr.»_sm:es—fhu.s—snrv:c-m-i-::y
an--aﬁsoeintttm—o-,—nny—nnc-'t‘rre-she-'_-~)—nnt-r:scr:-oeé--twrm-?-fev»
h:rc-:-.nt-af—r..-u:—fsr»ur‘:-ei-tim—sav:nvﬁ—i:nbééeey-nf’—f:«:h
AnbnEratrhnce-Fo-gmEvree-sontrarka-dor-saim-et-reai-natnte:
r:‘e‘!%de&—tkdt*ohe-nf"the—pa?tiﬂﬁ—ts-‘snw6-‘5‘.'&.;"'.‘!':!'.‘(‘—i.‘!-tr-.‘ﬂem}svr
59‘—!-.P.e-seruécintf-'assm:uateen-—un&—t-m!---Msr.h-as:-m':atinh—shr-%<1
BLb-mREETrARE - fR-anAREChEOR Y EA- Surh-servierng - ba-he
ye'sp(-r.:u?:+e—fe!--mﬂrr-—taun—boohhc»r-:s-y-nr-tst!nr:f—p-art‘nnete;r*.'
meywleen- connaceian-nerewechs

S, o Soction Five, hondred taornvy=tour oant tennty-
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one (S3a.21), sansection twe (F), lene ooAtwede o exrman-at-khe-glty-tnmerand-dottar-dtmrratien-when-Made -undes

Tean an ol lows: cheetforey preeare-sd-anuetm-tendran-parer-heresnefbeneount

2.0 TERNS O LCANS,  AT: Lnstallwens lears shoall Leoree sk

pavanle within whrty years O, Lf anoansaed or guazanteed 4 OTHER LOALS.  Bveary £usa ain0.atleh £ae use an
Toan, within i sor  ou accebialle ED Lo o vsarisg or guaarar- acgreate amoant L exceedine foris parcent o1 whe anuets

coagqunay. Leans of any Aype that suck A Lssoclotion AU Lhe tire of soel oane, 914 lareoer amenat w sl the apareval

may Make On g wonthly anstallaent Lasin may 218G be madn Gf tar superdrser, te o rake loann as fol lows:

withoan fall aroriizazion of praszipal; providad, thel exespl r--Howm-iaansy-whach-gre-esthey-dermce-rennctinn-nome

for insarad o gearanzecd loars, nterest szhall be pevable fanu-mr-nees-hut-which-ereend-f1éev-thaswnnd-deitara-caen;

At lrass serrannual ly oard any soch lean ray e orade rEAnrEiagN- - wher e - ke —Repe -nroperty-sesurtnn-the-doan-iy
; ; enardieua-ns-whe = vrop Y d

emonpt 0L 1R excens f fetty soventy poroont ol cas valog artunbeds

wnd Fer oa tern of pot nors than feve thice yearst--And-previded B oa. Home loars ot any arsent, viaach are devect-radactann

furchery-that- tae-members-have-suvhorsped-toanu-to-beomede nuwe aars, Lut which are sccuraed by boma proterty situetad

witasut-duid-amortrratton-up-to-yusn-hegher-paramntage ek bavond who regular leniing areas.

Poans-Euv-beorate-for-an-ameunt-noT-tr-Axeesu-df-Yanay-prreant & b, lems luans 0f any arount whoch e pot dizests

pé-the-vAlne-—ard-fury-a-sermoat-nat-marc—bann-bhree-verrns sedustion hehe Loatu, regartiasy of waare Lhe bove propersy

Apd-sravedadefurtaery—taas-tf-thr-memanrs-—Rave-cuthersved securtng the loan i3 situated.

Aunan-te-be-race-webthkoub-$nti-arortrratren-up-2a-dnch-nagkey 8 =, Orvapr real estete loarns, wiother arcortaized or unarsy-
pereentages-seeh.  Such loars, 17 madey for toe purphace of tized, regasdiess of amoant thereot or losation of resl outlate

ronrsirLetion, rav be nade Jor o an arcunt not o an exeesy o sevuring the loen.

Lty vesoent of the value and for o term of not ecore wvhan e d, Firgt rortgoge loans 1esured Ly oan ingcrumentality

ciohteey rons Moconsurustion lean ney o rombinne with Gi b Laotoad 4oLy uevearnirg B1 t1rst meprtyaue 1OANS C nnur el
an installrent loan ir one note, provaded the totas term doun by on aptrovad norteaca Daserance comjeny doing basinens s
not exceed thirty-one years and six menths. leas otacr Lae state of 1owa ohall be oxemos f1em the provesiong o1 the
home leans, Duy oo mace on @ aenelly Snstal. forty percent of ansots lending powes.

with @ f1nal pravcipal payfest 10 an ancuant laroer then proeced:s This

power 14 hereln rodusroed tooan tie "Iors toroent

noipel faeybents. Loans b ancapal and anterest assans landing puowe:s ." A sabseqaers reduction o Savings

woAOnEhy but st Coant annually Fay e made Aoty shall net &f “ect 1nany oy curstandaner lerne nade
A tke sere terms ae mopthly angtallrwnt Jeans for av anount, under Lhe forty poeroent o assets lending somar,
net AN ox: oI oelghty percent ol value, Sen . T Herraon fawe bundresn thrrty-four porat ceenty-

soo b, Sectlon five puadred tharty-four peint Cwanty- See SH3U.213, subaectaon ten (130, Jode 19 soarcadsd 4o

cre (939,21, cubsoctions thres (3F and tour ), Code 1977, rean a8 follows:

are arecded bo road as follows: 10, RUNVAIICL INTERIST O8 PREPARYIUTE. Bol) entate Zoars
Ioo HOND LOAUS, Svery such asscriat cn nay oraginate and ur ot Lo Gfoar fomrly dwellings may Lo orepatd oan part oor oo

make fargn mort gage amersizaad real g LAate loang for-met-to tul i at Ay Lime, eXSepting that the assoclat @0 LAY chasova

rxpmee-dtfev—tanunord-doitacy sccured v home DUoperty it datad N Lo wmteed S1x menths advances _aterest on thaet paat o of

witadn vhe regular lending arva.  Here-dteens-may-be-rade-sr tha aggregste anount i all prepayoeats maie cnosara loon
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‘noany wwelvgomonth paricd whaich execcoss twenty peroent of genare regerve
tae original principal arount of the lcar: and ey Charge

any Dagot1ateft rate Ast-to-arerst-tarescecresnt-nfotha-merdrnns savangs_shall noy se redaced coe O ar 1hurosse 10 SoVIngs.

pripessei—tor-prepavmert on Othcr loans dugarg-tam-—dsrab-theao Gee. 9. Seotion five nundred shorty-four posnt forty-esght

yreaps-si-antd-loansy-afeor-whteh-time-tag-anyneisbrer-may 153k, Uk, Cede 19E7, a8 Lnended Lo rcan e folie

raarye-ay-ubavecprovided- for-pn-sne-to-four-femedy-dreiiznnn. 530.4E  FORSIGH ASSOCIATICNS. 31 any 1oragn by ne
See, 8. Section five handred shisty-foar paint forfy-throes and loan o1 savifgs and 1oan 2550C1A5I0M, 43 r tnls Ghapter

Codn 1977, in amendud to riad s foliovs: Gof iaed, degires Lo transast business wiethin Lias Slit., 1t
RUSLEVT POR CORTINGENCICG,  As of June 28 snartisth shult Farnlsin L0 tOe Glate exesative Council a cert

ard Docenbar 33 toaarty-farsy of cach year, bafors ceclaring 1 its dartlvies of inegorporation, or charior and ; umd

any dividends, the beard of directors shall transfer and a certitied copy of the state lawy undoers Ghich tLo1g arcanizisd,

cradit 10 a gennrdal reserve account an arount cguivalent to Lowether with o report for tha year next preceding, weeratied

Aot lese taan twoe percent of the net carnings of the by its pres dent, vice zresident, secrotary, ard at least

association for tae preceding six months, called the three direutors, which report shall show:

<

§ . N . . . . o . ' P . . . e S oalyi o 1
raccounting pericd”, uack transfers to ke mede at £he end 1. The smount of ity authorized savings Liabilaty ans

of cach six vonths eccounting period, antil such gencral the par value of its shares, a2 ary.
resnrve ageouns 13 equal to at least fLive gercent of tac total 2. The increase an savings liabilaty.

arount paxd an by merbers and credited on share acoounts, 3. The withdrawal Zrom saviads s1apility durang the year.

< 1

- . . ‘ Y c liabilizy in Yorc  tbe end
“he above dctaon shall be taken Morea 33 thrry-farst, June W, ohe emcunt of savines Liabiltisy io force at the ond

36 thirzieth, septenber 30 thireicth and Decerbor 33 thirty- of the year.
—_ S "

first of vach vear and the dividends and rescuve periods 5. A deta’ led statercnt of 23Xl tords pecetved duiang toe

corresyondiagly adjusted it dividends are a1l aquarterly. yoear and all cisbursements.
1 oas way tume thercarter sush general raserve account shall 6. the sularies paid eech of v of fioers,

on acesurt of losses be reduzed to less than five persgent 7. A detwsled statement ot 1ty assetiy and Jiabilities
of ibe arsunc peic ir and credited on share accennts, such at the end of such yaar and the nazare thereot,

' . T T . b eyt ros .} - ah
transfers apd credies therato shall be resumed end continued §.  Amy Une regairements Gf ctian_five huntroed thartys
LRta ) such rescrve 1s oagain esual rto at least five vercent four point threo (538,11, subseotion thice 1,

. . . - § e Coap P - P ' - .
of the tohel arsunt said in ané cradited on sadre aoeounts a, of che Code for o d o station cesirinyg b

of meabers., The raserve account o astablisned shald at all Wi office and any other ratters of tact =aizh the courcil

Liries se maintained and vsed for the sole purpose of absorbilng may pOequLre.

losses incurred by the association and for no oiher pursosss, As_used an tlias seghtlon, 0 U7ar

An agsociation may eitablizh such otser and adoitiona. SPCE gt to_have an ofilve, agorcy or 4gont e 1

reservets as nay He ordared by ats hoard of directars, An Sec. 0. section five hurdred tharty-four Soint sixty-
Assoc1alion as o ottional methed may slose 1ts Looks oD a e (536 , Coge 19%7, 1x amended Lo read as follows:
fiscal year base with ont transfer to reserves ot tas 53662 DISCRINITATION TN FORDIGE STRTLE.  When oy <he
corclusion of the fiscal year, BExoest as f ALY Jaws 0f any ocher stitu, TATI1.01Y, COUNLrY Gronation, o4

I -

fede savinges and loarn nsurance corporuticn ©r when 1 by the decasion or orulangs ol tas appronr.ate ared proze:
—_— —_—— A ———— —— —— —_— — T —_—— —_ - .
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officers thereof, any greater taxes, fines, penalties,
licenses, fecs, deposits of moncy or other securities, o©r
other obligations or prohibitions, are demanded of building
arnd loan or savings and loan associations of this state, as
a condition to bhe complied with before doing business or

granting loans in th:s that state, so long as such laws

continue in force, the same requirements, obligations, and
prohibitions of whatever kind shall be imposed on all building
ard loan or savings and leoan associations of such cother state,
territory, country or nation doing business in this state,

and upon their agents. It iLs herchy made the duty of the
auditor of state to enforce the provisions of this section.

Sec, 11. This Act 1s effective January 1, 1978.

ARTHUR A, NEU
President of the Senate

DALE M. COCHRAIL
Spcaker of the lHouse

I hereby certify that this bill originated in the Senate and

1¢ known as Senate File 119, Sixty-~seventh General Assembly.

STEVEN C. CROSS
Secretary of the Senate

Approved %W}Z , 1977
\ /‘

ROBERT D. RAY
Governor




