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Section 1. NEW SECTION. TITLE. This Act shall be known
and may be cited as the "lowa Industrial Loan Corporation
Thrift Guaranty Act."

Sec. 2. NEW SECTION. DEFINITIONS. As used in this Act

unless the context otherwise requires:

1. “Industrial loan corporation” means a corporation
licensed under chapter five hundred thirty-six A (536A) of
the Code.

2. M"Auditor" means the auditor of state.

3. '"Guaranty corporation" means the corporation created
pursuant to section four (4) of this Act.

4. ‘“Member" means an industrial loan corporation which
is required by section five (5) of this Act to be a member
of the guaranty corporation.

5. V"Thrift certificates" means senior indebtedness issued
to and in the hands of the general public, and includes thrift
certificates, installment thrift certificates, certificates
of indebtedness, promissory notes, or similar evidences of
indebtedness.

6. "Independent activity" means an activity other than
one directed solely at increasing guarantee coverage under
section seven (7) of this Act.

7. "“Capital impairments", or "impaired capital" means
the failure of a member to comply with the capital stock
requirements of section five hundred thirty~six A point eight
{536A.8) of the Code.

8. "Insolvency" means the inability of a member to pay
its debts and obligations as they become due.

Sec. 3. NEW SECTION. PURPOSE. It is the purpose of the
guaranty corporation to guarantee payment of thrift

certificates issued by a member up to ten thousand dollars
for each account, subject to the limitations of this Act.
Sec. 4. NEW SECTION. ESTABLISHMENT OF GUARANTY
CORPORATION.
1. Within ninety days after the effective date of this
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Act, industrial loan corporations which are regquired by section
five {S) of this Act to participate as members shall establish
a corporation under chapter five hundred four A (504A) of

the Code to operate under the name "Industrial Loan Thrift
Guaranty Corporation of Ilowa'.

2. The guaranty corporation established under subsection

cne (1) of this section shall adopt a plan of organization

and operation which may be amended from time to time. The
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guaranty corporation may promulgate regulations prescribing

[
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terms and conditions relative to the issuance of thrift

-
[

certificates by members.
Sec. 5. NEW SECTION. PARTICIPATION--MEMBERSHIP ASSESSMENT.
1. Each industrial loan corporation which has issued and

—
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outstanding thrift certificates shall participate as a member

-
1%

in the guaranty corporation in accordance with this Act and
with the bylaws established by the board of directors of the
guaranty corporation. An industrial loan corporation which

-
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is required by this section to participate as a member shall
pay a membership assessment, to be paid into the guarantee
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fund, in an amount determined according to the following

b
-

schedule:
a. Two thousand five hundred dollars for a member which

L3S ]
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at any time has issued and outstanding thrift certificates

)
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in an amount of two hundred fifty thousand dollars or less.
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b. Five thousand dollars for a member which at any time
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has 1issued and outstanding thrift certificates in an amount
greater than two hundred fifty thousand dollars, but not more

N
o

than one million dollars.
¢. Ten thousand dollars for a member which at any time
has issued and outstanding thrift certificates in an amocunt

W w
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31 greater than one million dollars.
32 Each industrial loan corporation which has issued and
33 outstanding thrift certificates as of the effective date of

[
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this Act shall pay the membership assessment to the guaranty
corporation within thirty days after the date of its
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incorporation. Each industrial leoan corporation which
initially issues thrift certificates after the effective date
of this Act shall pay the membership assessment within thirty
days after the thrift certificates are issued. Wwhen the
amount which has been paid by a member as the membership
assessment becomes less than the amount which is required
by this subsection, the member shall pay the deficiency within
ninety days after the date when the deficlency arises.

2. An industrial loan company is exempt from participation
as a member of the guaranty corporation so long as it does
not have issued and outstanding thrift certificates. An
industrial loan company which has issued and outstanding
thrift certificates as of the effective date of this Act shall
be exempt from participation as a member of the guaranty
corporation if it files an undertaking with the auditor that
it will not issue thrift certificates and that it will redeem
existing thrift certificate obligations within ninety days
after the effective date of this Act, and if it redeems
existing thrift certificate obligations within the ninety-
day period.

Sec. 6. NEW SECTION. RULES OF AUDITOR. 1I1f the auditor
finds that for any reason a suitable plan of organization

and operation of the guaranty corporation is not adopted
within six months after the effective date of this Act, or
if at any time thereafter the guaranty corporation fails to
adopt suitable amendments to the plan of operation, the auditor
shall adopt rules pursuant to chapter seventeen A (17A) of
the Code which may be necessary or advisable to accomplish
the purposes of this of this Act. Rules adopted by the auditor
shall continue in force until either modified by subsequent
rule or superseded by a plan submitted by the quaranty
corporation and approved by the auditor.

Sec. 7. NEW SECTION. GUARANTEE OF THRIFT CERTIFICATES.
Thrift certificates of a member of the guaranty corporation

shall be guaranteed by the guaranty corporation as follows:

-3-
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1. With respect to single ownership obligations in any
one member:

a. Funds owned by an individual and invested in the manner
set forth in this subsection shall be added together and
guaranteed up to ten thousand dollars in the aggregate.

b. Individual accounts invested in one or more accounts
in the individual's own name shall be guaranteed up to ten
thousand dollars in the aggregate.

c. Funds owned by a principal and invested in one or more
accounts in the name or names of agents or nominees shall
be added t¢ any individual accounts of the principal and
guaranteed up to ten thousand dollars in the aggregate.

d. Accounts held by a guardian, custodian, or conservator
for the benefit of his ward or for the benefit of a minor
under a Uniform Gifts to Minors Act and invested in one or
more accounts in the name of the guardian, custodian, or
conservator shall be added to any individual accounts of the
ward or minor and guaranteed up to ten thousand dollars in
the aggregate.

2. With respect to testamentary accounts in any one member:

a. Funds owned by an individual and invested in a revocable
trust account, tentative trust account, payable-on~death
account, or similar account evidencing an intention that on
his or her death the funds shall belong to a named beneficiary,
shall be guaranteed up to ten thousand dollars in the aggregate
as to each such named beneficiary, separately from any other
accounts ¢f the ownex.

b. Accounts in any one member held by executors or
administrators which are funds of a decedent held in the name
of the decedent or in the name of the executor oxr administrator
of the decedent's estate and invested in one or more accounts,
shall be guaranteed up to ten thousand dollars in the
aggregate, separately from the individual accounts of the
beneficiaries of the estate or of the executor or

administrator.
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3. Wwith respect to corporation or partnership accounts
in any one member, accounts of a corporation or partnership
which is engaged in an independent activity shall be guaranteed
up to ten thousand dollars in the aggregate. For guarantee
purposes an account of a corporation or partnership which
is not engaged in an independent activity shall be deemed
to be owned by the person or persons owning the corporation
or comprising the partnership and the interest of each person
in the account shall be added to any other accounts
individually owned by that person and guaranteed up to ten
thousand dollars in the aggregate.

4. With respect to accounts of unincorporated associations,
accounts in any one member which are accounts of an
unincorporated association engaged in an independent activity
shall be guaranteed up to ten thousand dollars in the
aggregate. For guarantee purposes an account of an
unincorporated association which is not engaged in an
independent activity shall be deemed to be owned by the persons
comprising the association and the interest of each ownexr
in the account shall be added tc any other accounts
individually owned by that person and guaranteed up to ten
thousand dollars in the aggregate.

5. With respect to joint accounts in any one member:

a. Accounts owned jointly, whether as joint tenants with
right of survivorship, as tenants by the entireties, or as
tenants in common, shall be guaranteed separately from accounts
individually owned by the co-owners.

b. A joint account shall be deemed to exist for purposes
of quarantee of accounts only if each co-owner has personally
executed an account signature card and possesses redemption
rights.

¢. An account owned jointly which does not qualify as
a joint account for purposes of guarantee of accounts shall
be treated as owned by the named persons as individuals, and
the actual ownership interest of each such person in the

-5-
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account shall be added to any other accounts individually
owned by that person and guaranteed up to ten thousand dollars

in the aggregate.

d. All joint accounts owned by the same combination of
individuals shall first be added together and guaranteed up
to ten thousand dollars in the aggregate.

e. The interests of each co-owner in all joint accounts
owned by different combinations of individuals shall then
be added together and guaranteed up to ten thousand dollars
in the aggregate.

6. Trust accounts in any one member which are trust
interests for the same beneficiary invested in accounts
established pursuant to valid trust arrangements created by
the same settlor or grantor shall be added together and
guaranteed up to ten thousand dollars in the aggregate,
separately from other accounts of the trustee of the trust
funds or the settloxr or beneficiary of the trust arrangements.

Sec. 8. NEW SECTION. GUARANTEE FUND.

1. The guaranty corporation shall establish and maintain
a guarantee fund which shall consist of the membership

assessments under section five (5) of this Act, plus the
assessments under subsections two (2) and three (3) of this
section.

2. Beginning with the year in which this Act takes effect,
the members of the guaranty corporation shall be subject to
an assessment on May first of each year. The amount of the
annual assessment is determined by the amount in the fund
on December thirty-first of the prior year, net of any demands
made by the auditor under section eleven (11) of this Act
and remaining unpaid at such December thirty-first, as follows:
If the net amount in the fund is less than the greater of
two million dollars or two percent of the total thrift
certificates of all members, the annual assessment for each
member shall equal one-fourth of one percent of the member's
thrift certificates which are outstanding on December thirty-
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first of the year prior to the levy; and i1f the net amount
in the fund exceeds the greater of two million dollars or
two percent of the aggregate thrift certificates of all
members, no annual assessment shall be made.

3. If upon liguidation of a member the amount available
in the guaranty fund is insufficient to pay up to ten thousand
dollars for each thrift certificate obligation specified in
section seven (7) of this Act, the auditor may make demand
upon the guaranty corporation for advance payment ¢f annual
assessments to become due in such amounts as required to meet
the deficiency, but not exceeding two times the maximum
assessment that could have been levied on each member on the
prior May first as the annual assessment if the net amount
in the fund the preceding December thirty-first had been less
than the greater of two million dollars or two percent of
the total thrift certificates of all members. Any amount
prepaid by a member shall be credited against subseguent
annual assessments, and the member shall pay the balance of
the annual assessments thus due, if any, or shall be refunded
any amount overpaid as a result of the advance assessment.

At no time shall a member be required to be prepaid in excess
of two years.

Sec. 9. NEW SECTION. NOTICE OF ASSESSMENT. The guaranty

corporation shall send a written notice of assessment to each

member assessed within ten days after the levy of an annual
or advance assessment. The amount assessed shall be paid
to the guaranty corporation by the member not later than
thirty days following the date the notice of assessment is
mailed.

Sec. 10. NEW SECTION. DEFAULTED ASSESSMENTS~-ACTIONS
TO ENFORCE. 1In the event a member fails to pay when due the
membership assessment, or a deficiency in the membership

assessment, or an annual or advance assessment, the guaranty
corporation shall report the default in writing to the auditor
within two business days after the default, and shall within

-7-
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thirty days after the default bring an action in law or in
equity to enforce payment. If the guaranty corporation does

not bring an action within the time specified, the auditor
may bring an action to enforce payment. The auditor also
may revoke the right of a member to issue thrift certificates
when the member is in default in paying assessments when due.
Sec. 11. NEW SECTION. PAYMENTS FROM GUARANTEE FUND=--
DEFICIENCIES.
1. Wwhen the property and business of a member has been
liquidated or is in the process of liquidation by the auditor

and the proceeds of liquidation are insufficient to pay up
to ten thousand dollars for each thrift certificate obligation
specified in section seven (7) of this Act, the guaranty

corporation shall pay each deficiency at the direction of
and in amounts as specified by the auditor, and within one
hundred twenty days from the date the auditor makes demand
for payment. If the total funds available from the guaranty
corporation at the time of demand are insufficient to pay
in full the amounts regquired by section seven (7) of this
Act, the amount paid toward each obligation shall be reduced
ratably in proportion to the amount by which the fund 1is
deficient. Thereafter further payments shall be made in
accordance with the directions of the auditor and as additional
funds are paid into the quarantee fund from assessments and
income accrued on them. When the thrift certificate
obliligations are paid, the account ¢f each member of the
guaranty corporation shall be reduced by an amount which is
of the same relation to the total amount paid as the account
balance of the member is to the sum of account balances of
all members. The guaranty corporation has a claim against
a member which has been liquidated ox which is in the process
of ligquidation and the assets of the member for any thrift
certificate obligations paid under this section.

2. The auditor shall not direct the guaranty corporation
to pay in one calendar year any thrift certificate obligations

-8-
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that exceed in the aggregate the total amount in the fund
after allowance for all amounts to be added to the fund during
the year by assessment as provided in this Act.

Sec. 12. NEW SECTION. AUDITOR MAY MANAGE CORPORATION.
Whenever 1t appears to the auditor that the guaranty

corporation has violated its articles of incorporation or

a law of this state; has not paid amounts as directed by the
auditor of state pursuant to section eleven (1l1) of this Act,
has invested its funds in violation of section fourteen (14)

of this Act, has not levied assessments as required by sections
five {(5), eight (8) and nine (9) of this Act, has not
diligently prosecuted an action to enforce payment as required
by section ten (10) of this Act, has violated a provision

of this Act, or has neglected or refused to submit its books,
papers, and affairs for the inspection of an examiner, the
auditor may issue and serve upon the guaranty corporation

a notice containing a statement of the facts constituting

the alleged violation or violations and fixing a time and
place at which a hearing will be held to determine whether

the auditor should take possession of the property and business
of the guaranty corporation and retalin possession until the
guaranty corporation satisfies the auditor that it will operate
in conformity with the provisions of this Act. During the

time the auditor has possession of the guaranty corporation,
the auditor shall perform the duties and carry out the
ocbligations of the guaranty corporation.

Sec. 13. NEW SECTICN. JUDICIAL REVIEW. Actions of the
auditor under section twelve (12) of this Act shall be subject
to judicial review under the provisions of chapter seventeen
A (17A) of the Code. The district court for Polk county has
exclusive jurisdiction of judicial review proceedings under

this section.
Sec. 14. NEW SECTION. INVESTMENTS OF GUARANTEE FUND.
1. The guaranty corporation may invest its funds only

as provided by rules promulgated by the auditor. The auditor

-9
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shall promulgate rules which are reasonably necessary for
the purpose of preserving reasonable liguidity of the guarantee
fund.

2. 1Income from investments shall be recorded in an income
account and shall be used to defray expenses of administration.
Income from investments that exceeds an amount determined
by the board of directors to be adequate to provide for current
expenses may be credited to members' accounts. Each member's
account shall receive credit ratably, based on member account
balances. Income received by the guaranty corporation, whether
oY not credited to members'! accounts, shall be subject to
a demand of the auditor made under section eleven (11) of
this Act, except as to that portion reserved by the board
of directors for expenses of administration during the calendar

year.

3. Expenses of administration that exceed income from
investments at the end of the fiscal year of the guarantee
corporation shall be charged to members' accounts. Each
member's account shall be charged ratably based on member
account balances for the amount of the excess of expenses
over income.

Sec. 15. NEW SECTION. POWER OF AUDITOR~-~MANAGEMENT OF
MEMBER.

1. In addition to other remedies provided in this Act,
the auditor may take over the management of the property and
business of a member for reasonable cause, including but not
limited to fraud, impairment of capital, violation of this
Act, or revocation of a member's industrial lcan license for
any of the reasons stated in section five hundred thirty-six
A point eighteen {536A.18) of the Coge.

2. Actions of the auditor under subsection one (1)} cf
this section shall be subject to judicial review under the

provisions of chapter seventeen A (17A) of the Code. The
aggrieved member may institute proceedings for judicial review
in the county in which its principal place of business is

~10-



W OO N U b W e

[ e
[&]

[
-

]
¥}

[
98]

-
-3

W W W W W W N RN RN NN RN R R e
Mo WP O O O < 0 Uk W N O W D )W

HF. A513

located.

3. Upon assuming management of the property and business
of a member under this section, the auditor may operate and
direct the affairs of the member in its regular course of
business, collect amounts due to the member, and do other
acts necessary to conduct the affairs of the member and to
conserve or protect its assets, property and business.

4. The auditor shall thereafter manage the property and
business of the member until such time as he ox she may
relingquish to the member the management thereof, upon such
conditions as the auditor may prescrxibe, or until the affairs
of the member be finally dissolved as provided in section
five hundred thirty-six A point nineteen (536A.19) of the
Code.

Sec. 16. NEW SECTION. LIQUIDATION OF MEMBER--AUDITOR
AS RECEIVER. If when managing a member under section fifteen
(15) of this Act the auditor concludes that the member is

insolvent or should be dissolved for any other reason

enumerated in section fifteen (15), subsection one (1), of
this Act, the auditor shall petition the district court for
the county in which the principal place of business of the
member is located to appoint a receiver for the member. Upon
the petition of the auditor under this section, or 1n any
other case where appointment of a receiver for a member 1is
sought by any person, the district court may appoint the
auditor as receiver of the member, to serve without bond.
The attorney general shall represent the auditor in all
proceedings connected with the receivership.

Sec. 17. NEW SECTION. NOTICE TO GUARANTY CORPORATION.

The auditor of state shall give prompt notice to the guaranty

corporation when for any cause the auditor takes possession

of the property and business of a member to manage its affairs,
and shall give further prompt notice when he or she determines
to liguidate the property and business of a member.

Sec. 18. NEW SECTION. REGULATION. The operation of the

-11-
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guaranty corporation shall at all times be subject tec the
supervision of the auditor, The auditor may at any time
investigate the affairs and examine the books, accounts,
records, and files of the guaranty corporation. The auditor
shall have free access to the offices, books, accounts, papers,
records, files, safes, and vaults of the guaranty corporation.
The corporation shall pay to the auditor such fees as may
be established by the auditor by rule under chapter seventeen
A (17A) of the Code for the recovery of administrative costs
and expenses incurred in the discharge of the duties imposed

upon the auditor by this Act. Recoverable costs and expenses

shall include, but not be limited to costs and expenses for

salaries, expenses and travel for employees, and additional

office facilities, supplies and eguipment required in the

administration of this Act. The fees shall include an annual

fee to cover the ordinary annual expenses of the auditor in

the administration of this Act and such special fees as may

be necessary for the recovery of extraordinary expenses.

Rules of the auditor shall specify when the fees are to be

paid by the corporation, and shall provide for the giving

of notice of fees which are to become due. Failure to pay

a required fee within ten days after the due date shall subject

the corporation to an additional fee equal to five percent

of the amount assessed for each day the payment is delinquent.
Sec. 19. NEW SECTION. APPEAL TO AUDITOR. A member

aggrieved by an action or decision of the guaranty corporation

may appeal to the auditor within thirty days from the action

or decision.

Sec. 20. NEW SECTION. NONTRANSFERABILITY OF MEMBERSHIPS.
Memberships in the guaranty corporation are nontransferable,
and the guaranty corporation and memberships in the guaranty

corporation are exempt from the provisions of chapter five
hundred two (502) of the Code.

Sec. 21. NEW SECTION. ADVERTISEMENTS.

1. The guaranty corporation shall not cause or permit

-12-



S.F. HF. 4513

W ® 9 0 v e W=

W W W W W Wk N NN RN R R B N H B b b b e s e B
o WO W DN b W H O WO SR s W H O

to be advertised, printed, displayed, published, distributed,
or broadcast, in any manner, a statement or representation
with regard to its plan of operation without first obtaining
the written approval of the auditor.

2. All advertising by a member with regard to its
membership in the guaranty corporation shall include the
following statement: V"Thrift certificates are protected up
to a maximum of ten thousand dollars by the Industrial Loan
Thrift Guaranty Corporation of Iowa, a private corporation,
requlated by the state of Iowa."

3. All advertising of members with regard to thrift
certificates shall comply with such reasonably necessary rules
as the gquaranty corporation may adopt to prevent the use of
false, misleading or deceptive advertising practices.

Sec. 22, NEW SECTION. LIST OF COMPANIES~-REPORTS.

1. 1In order to permit the guaranty corporation to fulfill

its obligations under this Act, and notwithstanding the
provisions of sections five hundred thirty-six A point fifteen
(536A.15) and five hundred thirty-seven point two thousand
three hundred four (537.2304) of the Code to the contrary,

the auditor shall furnish to the guaranty corporation a list
of all industrial loan corporations which have outstanding
thrift certificate obligations; and the auditor shall promptly
furnish to the guaranty corporation one copy of all reports

of each of these industrial loan corporations filed with the
auditor, excluding examination reports and responses to
examinations.

2. Each member, annually and within ninety days of the
close of its fiscal year, shall file with the guaranty
corporation and the auditor a report of an audit performed
in accordance with generally accepted auditing standards and
certified by a certified public accountant licensed to practice
in the state of Iowa.

3. The guaranty corporation may submit reports and make

recommendations to the auditor regarding the affairs or

-13-
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financial condition of a member. In addition, the guaranty
corporation shall have the authority to select and direct
an independent certified public accountant licensed to practice
in the state of Iowa to audit the financial condition of a
member, the report of which shall be provided only to the
board of directors of the guaranty corporation and the auditor.
The member shall allow access to the records and other
information requested by the guaranty corporation during the
audit. The cost and expenses of the audit or examination
shall be paid by the guaranty corporation. These reports,
actions, and recommendations shall be kept confidential.

4. There shall be no liability on the part of, and no
cause of action of any manner shall arise against, the guaranty
corporation or its members, directors, officers, employees
or agents, or the auditor for actions or statements made by
them respecting reports or recommendations made under the
authority of this section.

Sec. 23. NEW SECTION. EXEMPTIONS.

1. Securities of an industrial loan company issued in

a transaction which is an exempt transaction within the meaning
of section five hundred two point two hundred three (502.203),
subsection nine (9), of the Code are not thrift certificates,
and shall bear a statement that they are not guaranteed by

the Iowa industrial loan corporation thrift guaranty Act.

2. The guaranty corporation is not an insurance corporation
and is not transacting insurance business. The organization,
operation and liquidation of the guaranty corporation are
exempt from title twenty (XX) of the Code.

Sec. 24. NEW SECTION. SUBCRDINATED DEBT. Subordinated
debt of a member shall not be construed as thrift certificates

and securities representing subordinated debt shall bear a
statement that they are not guaranteed by the Iowa industrial
loan corporation thrift guaranty Act. At the time of issue
subordinated debt shall not exceed two times the total amount
of capital, surplus, and undivided profits of the member.

~-14-~




) HF. A 513

Sec. 25. CAPITAL IMPAIRMENT.
1. The guarantees provided in this Act do not apply to ‘

the obligations of an industrial loan corporation, the capital

of which is impaired on the effective date of this Act until

such time as the capital impairment is eliminated.
2. TFor purposes of subsection one (1) of this section,

an audit performed by a certified public accountant licensed

to practice in the state of lowa for an industrial loan

licensee's fiscal year immediately preceding the effective

date of this Act shall be conclusive as to whether the capital
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of the industrial loan corporation is impaired on the effective
date of this Act.
Sec. 26. NEW SECTION. STATEMENT OF CONDITION. Each
member shall by April thirtieth of each year prepare a
statement of its condition as of the close ¢of the preceding
calendar year. Each member shall make copies of its statement
of condition available to the general public at each of its
places of business. The auditor by rule may prescribe minimum .
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content of the statement of condition.
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Sec. 27. Section five hundred two point two hundred two
(502.202), Code 1979, as amended by Acts of the Sixty-eighth
General Assembly, 1979 Session, chapter one hundred twenty

(AT S T
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(120), sections five (5) and six (6), is amended by adding
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the following new subsection:
NEW SUBSECTION. Any security representing a thrift
certificate of an industrial locan company which is a member
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of the industrial loan thrift guaranty corporation of Iowa.
Sec. 28. LEGISLATIVE INTENT. Because of the increase
in the i1ssuance by industrial loan corporations of thrift
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certificates, these being essential to the well-being and

W
[

prosperity of the state and the inhabitants of it, it is the

[
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intent of the general assembly to provide by this Act for

]
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an adeqguate guarantee of thrift certificates issued by

L
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industrial loan corporations.
Sec. 29. This Act shall take effect January first following .

4]
wn

=15=




Lo R B e R I U I

W W W w Www RN KR D N R RN 2 R
N o W N~ O O O 0 N b W = O Ww d 3 b N = o

its enactment.

EXPLANATION

This bill requires the establishment of a guaranty
corporation under the nonprofit corporation act for the purpose
of guaranteeing recovery by holders of thrift certificates
1ssued by industrial loan corporations, of up to a maximum
of ten thousand dollars per account. Thrift certificates
which are covered include all senior debt issued to the general
public. All industrial loan corporations which issue these
thrift certificates are required to be members of the guaranty
corporation. An 1initial assessment of from $2,500 to $10,000
is made of all members, depending on the amount of outstanding

thrift certificates. Annual assessments at the rate of 1/4
of 1% of the amount of each member's outstanding thrift
certificates are made until the guaranty fund exceeds the
greater of $2,000,000 or 2% of all members' outstanding thrift
certificates. The corporation's board of directors may invest
the funds under rules issued by the auditor of state.

Members must furnish an annual certified audit to the
auditor of state and the guaranty corporation; and the guaranty
corporation may direct independent audits to be made of any
member and may make recommendations to the auditor of state
for the protection of holders of thrift certificates and the
guaranty fund.

When the auditor of state determines that a member must
be liquidated and that the member's assets are insufficient
to pay holders of its thrift certificates at least $10,000
for each obligation as defined in section 7 of the bill, the
auditor of state makes demand of the guaranty corporation
to pay the guarantees. Should the guaranty fund be
insufficient.,, the bill provides for assessment of members
to make up the deficiency.

By amendment to chapter 502, the bill exempts from
registration thrift certificate securities of members of the
Iowa thrift guaranty corporation. The guaranty corporation
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is exempted from state insurance laws.

The bill authorizes the auditor of state to take over the
operation of the guaranty corporation, or an industrial loan
company which has issued thrift certificates, upon the
occurrence of certain situations which might jeopardize the
soundness of the guarantee fund or the industrial loan company.
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FISCAL NOTE
House File 2513

Requested by Representative Conlon
March 7, 19380

In compliance with a written request there is hereby submitted
a Fiscal Note for H. F. 2513 pursuant to Joint Rule 16.

House Fiie 2513, An Act creatinc an industrial loan corporation
thrift certificate guaranty fund, and providing penalties.

This bill reauires the establishment of a guaranty Corporation
unger the nonprofit corporation act for the purpose of guaranteeing
recovery by holders of thrift certificates issued by industrial
joan corporations, of uo to a maximum of $10,000 per account.
Thrift certificates which are covered include ali senior debt
issued to the general public. All industrial loan corporations
which issue these thrift certificates are recuired to be members
of the guarantyv corporation. An initial assessment of from
$2.500 to $10,000 is made of all members, depending on the amount
of outstanding thrift certificates. Annual assessments at the
rate of 1/4 of 1% of the amount of each member's outstanding
thrift certificates are made until the guaranty fund exceeds the
'y'eater of $2,000,000 or 2% of all members' outstanding thrift
“Wcertificates. The corporation's board of directors may invest the
funds under rules issued by the auditor of state.

This legislation would require an additional examiner be hired

in the Auditor of State's office. The examinations made by the
Auditor c¢f State are paid for by the industrv into a revolving

fund from which all department exnenses are paid.

Fy'81 FY'82

Current H.F. - Current H.F.
} i 513 :
Revenue Law 2513 Incr. Lay 251 Incr
License Fees $ 17,000 17,000 -0- 17,000 17,000 -0-

Examination Fees 74,000 92,000 18,000 ~ 77,700 96,600 18,900
Reimbursed Expense 14,000 16,000 2,000 14,700 16,800 2,100
Total Revenue $T05,000 725,000 20,000 109,400 130,400 271,000

Expenditures
Personal Services $ 85,000 103,000 18,000 89,250 108,150 18,900

Operating Exp. 20,000 22,000 2,900 ,000 23,100 2,100
Total Expendit. $T05,000 125,000 20,000 /110,250 ]3?,2§B/j7?1,000

Net Effect: MNone

FIL.ED MARCH 18, 1980 BY GERRY D. RANKIN
‘_ Legislative Fiscal Bureau




MARCH 18, 1980

PAGE TEN
HQUSE FILE 2513

H-5540

'. 1 Amend House File 2513 as follows:

N 2 1. Page 1, line 31, by striking the word 'ten"
3 and inserting in lieu thereof the word “forty".
4 2. Page 4, line 5, by striking the word "ten"
5 and inserting in lieu thereof the word "forty".
6 3. Page 4, line 7, by striking the word “ten"
7 and inserting in lieu thereof the word "forty".
8 4. Page 4, line 12, by striking the vord "ten"
9 and inserting in lieu thereof the word "forty".

P kit 5. Page 4, line 18, by striking the word "ten"

*1 and 1nserting 1n lieu thereof the word "forty".
12 6. Page 4, line 25, by striking the word “ten"
13 and 1nserting in lieu thereof the word “forty".
i4 7. Page 4, line 32, by striking the word "ten"

15 and inserting in lieu thereof the woxd '"forty".
16 8. Page 5, line 4, by striking the word "ten"
i7 and inserting in lieu thereof the word "forty".

i8 9. Page 5, line 10, by striking the word *ten"
19 arnd 1inserting in lieu thereof the word “forty".
20 10. Page 5, line 15, by striking the word "ten"
21 and inserting in lieu thereof the word "forty".
22 11. Page 5, line 21, by striking the word "ten!
23 and inserting in lieu thereof the word “forty".
2 12. Page 6, line 2, by striking the woxd "ten"

253 and 1inserting in lieu thereof the word “forty".
Q 26 13. Page 6, line 6, by striking the word “ten"
= 27 and inserting in lieu thereof the word “"forty".

28 14. Page 6, line 9, by striking the word “ten"

29 and insexrting in lieu thereof the word "“forty".

30 15. Page 6, line 15, by striking the word "ten"
31 and inserting in lieu thereof the word "forty".

32 16. Page 6, line 32, by striking the word "two

% 33 million dollars or two percent" and inserting in lieu
34 thereof the words “eight million dollars or eight

35 percent".

36 17. Page 6, line 34, by striking the words "one-
37 fourth of".

38 18. Page 7. lines 2 and 3, by striking the words

39 Ytwo million dollars or two percent” and inserting
40 in lieu thereof the words "eight million dollars or
41 eight percent". |

A 42 19. Page 7, line 6, by striking the word "teéen™ -
43 and inserting in lieu thereof the word “forty".

g 44 20. Page 7, line 15, by striking the words "two
45 million dollars or two percent' and inserting in lieu

46 thereof the words "eight million dollars or eight

47 percent". =

» 48 21. Page 8, line 12, by striking the word "ten"
49 and inserting in lieu thereof the word "forty'".
50 22. Page 13, line 8, by striking the word "ten"

{. Page 2

1 and 1nsexting in lieu thereof the word "forty".

H-5540 FILED BY GETTINGS of Wapello
MARCH 17, 1980

r N
fii-'- '_'.:\fw-“' -"’,// g . ,1:'

¥ 2.7 S a0
BT RS \:O P ;

‘{‘2-/)

- 9(:‘-#




e

L OO U Wk -

26
27
28
29
30

MARCH 19, 1980
PAGE NINE

HOUSE FILE 2513

H-5561

Amend house Flle 2513 as follows:

1. Page 2, line 11, by inserting after the word
"members" the words ", which shall not take effect
until they have been submitted to ané adopted by the

auditor as rules Dufsuant to chapter seventeen A (174)
of the Code".

2. Page 3, by striking lines 271 through 26 and
inserting in lieu thereof the following:

"Sec. 6. NEW SECTION. RULES OF AUGDITOR. The
auditor". :

3. Page 13, line 10, by inserting aftexr the word
"Iowa" the words "; however thrift certificates are
not guaranteed by the state of Iowa".

4. Page 15, by inserting after line 19 the
following:

"Sec. . NEW SECTION., LIABILITIES. The state
0of Towa is not liakle for any actions or onmissions
of the auditor in administering the Iowa industrial
loan corporation thrift quaranty Act. Members of
the gquaranty corporatlion shall be liahle for losses
incurred as a result of such acticns or cmissions.
The guaranty corporation shall defend the auditor
of state and employees of the auditor against any
action corwenced against any of them individveally
as & result of acts or omissions arising from the
adniinistration of the Act, and shall indemnify and
hold themn harmless for any losses caused by such acts
or omissions."

5. By renumbering sections and coxrecting internal
refercnces.

P—5561 FILED MARCH 18, 1980
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S5-5556
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12
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30

Amend House File 2513 as passed by the House as
follows:

1. Page 2, line 11, by inserting after the word
"members"” the words ", which shall not take effect
until they have been submitted to and adopted by the
auditor as rules pursuant to chapter seventeen A (17A)
of the Code".

2. Page 3, by striking lines 21 through 26 and
inserting in lieu thereof the following:

"Sec. 6. NEW SECTION. RULES OF AUDITOR. The
auditor".

3. Page 13, line 10, by inserting after the word
"Iowa" the words "; however thrift certificates are
not guaranteed by the state of Iowa".

4., Page 15, by inserting after line 19 the
following:

"Sec. . NEW SECTION. LIABILITIES. The state
of Iowa is not liable for any actions or omissions
of the auditor in administering the Iowa industrial
loan corporation thrift guaranty Act. Members of
the guaranty corporation shall be liable for losses
incurred as a result of such actions or omissions.
The guaranty corporation shall defend the auditox
of state and employees of the auditor against any
action commenced against any of them individually
as a result of acts or omissions arising from the
administration of the Act, and shall indemnify and
hold them harmless for any losses caused by such acts
or omissions.”

5. By renumbering sections.

5-5556 FILED BY COMMITTEE ON COMMERCE
MARCH 27, ,1980 . EDGAR H. HOLDEN, CHAIRPERSON
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APRIL 9,
'PAGE SEVENTEEN

1980

SENATE AMENDMENT TO

. HOUSE FILE 2513
5901

Anend House File 2513 as passed by the House as
follows:

1. Page 2, Iine 11, by inserting after the word
"merbers” the words ", which shall not take effect
until they have been submitted to and adopted by the
auditeor as rules pursuant o chapter seventeen A (17A)
of the Code". .

2. Page 3, by strilling lines 21 through 26 and
inserting in lieu therecf the folliowing:

"Sec. 6. NEW SECTIOH. RULES OF AUDITOR. The
auditor".

3. Page 13, line 19, by inserting after the word
"Iowa" the words "; nowever thrift certificates are
not guaranteed by the state of Iowa".

L. Page 15, by inserting after line 19 the
following:

"Sec. .  NEW SpC7TION., LIABILITIES. The state
of Iowa 1s not liable Zfor any actions or omissions
of the auditor in administering the Iowa industrial
loan corporation thrift guaranty Act. Members of
the guaranty corporation shall be liable for losses
incurred as a result of such actions or omissions.
The guaranty corpcration shall defend the auditor
of state and emplovees cf the auditor against any
action commenced against anv of them individually
as a result of acts or cmissions arising from the
administration of the Act, and shall indemnify and
hoild them harmless for any losses caused by such acts
or omissions."

5. By renumbering sections.

H~5801 FILED RECEIVED FROM THE SENATE
APRIL 8, 1980
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HOUSE FILE 2513

A ACT
CREATING AN INDUSTRIAL LOAN CORPOHATION THRIFE CERTIYICATE
CUARANTY FUND, AND FROVIDING PENALTIES.

BE IT EMNACTED BY THE GENERAI ASSEMBLY OF THE STATE OF IOWA:

Section L. NEW SECTION. TITLE. This Act shall be Known
and may be cited as the “lowa Industrial Loan Corporation
Thrift Guaranty Act."

Sec. 2. NEW SECTION. DEFINITIONS. As used in this Act
unless the context otherwise requires:

L. "industrial loan corporation" means a corporation
licenved under chapter five hundred thirty-six A (536A) of
the Code.,

2. "Auditor' neans the a2uditor of state,

3. "Guaranty corporation” means the corporation created
pursuant to seation four (4) of this Act.

4. “"Member'" meang an industrial loan corporation which
is required by scction five (%) of this Act to be a merber
of the guaranty corporation,

S. "Thrift certificates”™ mcans senior indebtedness i1ssucd
to and in the hatds of the general public, and includes thrift
certificates, installment thrift certificates, <ertificates
of indebtednesy, promissory notes, or similar evidences of
indebtedness.

6. “Independent activity" means an activity other than
one directed solely at increasing guarantee coverage under
section seven (7) of this Act.

7. MCapital 1mpailrments", or “impaired capital" means
the failure of & member to comply with the capital stock
requirements of section five hundred tharty-six A point cight
[536A.8) of the Codc.

House Firle 2913, ¢ 2

4. "Insolvency" mecans the 1nability of a member to pay
1ts debts and obligations as they becone due.

sec. 3. MNEW SECTIOH. PURPOSE, It 15 the purpose of the
guaranty corporation Lo guarantec payment. of Lhrift
certificates issued by a member up to ten thousiand dollaxs
for each account, subjlect to the limitations of this Act.

Sac. 4. NEW SECTION. ESTABLISHMENT OF GUARANTY
CORPORAT ION.

1. wathwin nminety days after the effective date of this
Rot, andustirial loan corporations which are tequired by siection
five (5) of this Act to participate as members shall establiush
a corporation under chapter five hundeed four A (50448) of
the Code to opaerate under the name "Industrial Loan Thruoft
Guaranty Corporation ot l[owa".

2. The guaranty corporation established under subsection
one (1) of this section shall adopt a plan of organization
and opcration which may be amended from time to time. The
quarantly cotporation may promulgate requlations prescribing
terms and conditions relative Lo the issuance of thratt
certificates by members, which shall not take effect until
they have been submitted to and adeopted by the auditor as
rules pursuant. to chapter scventeen A (17A) of the Code.

Sec. S, NEW SECTION. PARTICIPATION--UEMBERSHIP ASSHSSMENT.

L. Each industrial loan vorporation which has issued and

outstanding thrift certificates shall paitticipate as a member
in the gudaranty corperation in accordence with this Act and
wWiTh the bylaws eostablished by the board of directors of the
quaranty corpotation. Ao industriyal loan corporation which
18 required by this section to participate as a renber shall
pay a4 membership assessrent, to be pard iato the guarantee
turd, 1n an amount determined according to the foliowing
schedule:

4. Two thousand five hundred dollars for a membér which
at any time has assued and outstanding thratt certificates

in an arount of two hundred fitty thousand dollars or less.

ELSE 4'H

b. Five ihousand dollars for a memper which at any time
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has 1ngued and outstanding thrift certificates 1n an amount
greater than two hundred fifty thousand dollars, bat not mcre
than one m:liion dollars.

¢.  Ten thousand dellars for a nmerber which at any time
aas iszued and outstanding thrift certificates in ar amount
greater than one million dollars.

Each 1ndustrial loan corpotation which has issued and
outstanding thr14% certificates as of the effective date of
this Act shall zay the membershlp assesgnent Lo the guaranty
crrporation within tharty days after the date of 1ts
incorporation.  fach industrial lean corperation whaich
inikrally 1suues thrift cert:ficates after the eftective date
¢f this Azt ghall pay the membershis assessment within thirsy
daye after the thrift certifacates are 1ssued.  When the
amount, whachk has been paid by a member as the membershap
avtessnent benomes less tnan “he amount which 1% required
by this supszection, tne member shall pay the deficiency withan
pirety days after the date when the deficaoncy arises.

2. an wnpdustrial loabn company is exempt fromn partisipation
as a4 membeyr ¢f the guaranty corporation sv long as 1t does
net have issued and outstanding thraft ccrti[icaLesj AN
industrial loar company which has issued and outstanding
threft certificates as ot the eftective date of this Act shail
be exempt from participation &s a nerber of the guaranty
corporatien 1t 1t files an undertaking with the audator that
it will net issue thrift certificates and that it «wi1ll redeen
existing thrift certificate obligations within ninety days
after the ettactive date of this Act, and 1f it redeens
existing thrift certificate obligations within the ninety-
day perrod.

$ec. 6. NEW_SECTION RULES OF AURITOR. The auditor shall

adopt rules pursuant te chapter saventeen £ (L7A) af the Code

which may be necegusary or advisable to accomplish the purpuses
of this Ast., Rules adopted by the auditor shall continue

tn force until eitner modified by subsequent :ule or superseded
by a plan submitted by the guaranty corporation and approved

by Lhe auditor.

House Frile ZRL13, F. 4

HEW SECTION. GUARANTEE OF THRIFL CERTIVITATHS.
Thritt certificates of 4 membar of the quaranty corporation
shall be guaranteed hy the guaranty sorgoration as foilows:

1. With respect %0 s.ingle ownership onligations 1L any
One MEmsar:

A, Fupds ownea by an 1ndivldaal and invested Lo the vanner
set forth 1o this subsection shall be added together and
guartanteed up to ten thousand dollars in the aggreqgate.

. o Individual accounts invested in oneé Or mdre accounts
in rtae individuaal's own name shall be gquaranteed ©p to ton
thousand dollars 1 the aggiegate

¢, Funds owned oy & priacipal and invested in one o mose
agcounts 1n the pame or names of agents ot nornnées shall
pe added to any indivaidual accounts of the principal and
gquaranteed up to ten taoasand dollars 1n “he agqgregate.

d. Accounts held by a guardian. sustodian, or censervator
tor the benetit ot his ward or for the benefit of a muinog
under 4 Uniform Sifts to Minors At and investaed Lo ora ar
tore accounts 1n the name of the gquardian, custoed:an, ot
conservator shall pe added to any individual accounts of the
ward or minor and guaraateed up to ten taousand dollars tn
the aggregate.

2. With respect to testamentary accounts Lh any one meaber:

a. Funds owned by an individual and iovested in o revosable
trust account, teantative trust account, payable-an-death
ACCouUnt, or simillar account evidencing ar inteantiorn tnat on
hos or her death the funds shail belong to a named beneficlary,
shall e guaranteed up to ten thoasard dollars in the agaregate
a5 Lo each such named beneficiary, separately tror any other
aacounts of the aswner.

b. Accounts in any one senber held by exeoutsos ot
attranastrators which are furds of g decedent bheld 1n the name
of Lhe decedent. or in the name of the executor or adminmistrator
of the deccdent's es%ate andé aovested 1n one Or more accounts,
shall be guaranteed up to ten thousand dollars Lo the

aggredgate, separately from the individual accounts of The
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beneficiraries of the estate ot of the executor or
administrator.

3. With respect to anrporation or partnership accounts
1n any one member, accounts of 4 corporation or partnetship
which 15 engaged in an independent activaty shall be guaranteed
up Lo ten thousand dollars in the aggregate.  For guarantes
purposes an account of a corporation or partnarship which
15 not engaged 1n an independent activity shall be deemed
to be owned by the person or persons owhing the corporation
oF corprising the partietrship and the jnterest of each person

1n the account shall be added to any other accounts

individually owned by that person and guarantesd up Lo ten

thousand dollars 1n the aggregate.

4. With respect Lo accounts of unincorporated associatioang,
accounts 1n any one menber which are accounts of an
unlncorporated association engaged in an 1ndepeadent activity
shall be gquaranteed up to ten thouwsand dollers in the
agyregate.  For guarantes purposes an account of an
unincorporated association which 1s not engaged in an
independent. setivity shall be deemed to bBe owned by the persons
comprisimg Ltae association and the 1nterest of each owner
in the account shall be added to any other accounts
individually owned by that person and guaranteed up
thousand doilars in the aggregate,

5. ¥ith respect to Joint accounts in any one membeor:

a. Accounts owned jointly, whether as joint tenants wath
right of gsurvivorship, as tenants by the cntireties, or as
tenants in common, shall be guaranteed separately from accouals
individually owned by the co-owhers .

. A Joant account shall be deeped Lo cxist for purposes
of quarantee of accounts only 1f each co=-owner has personally
executed an account signature card and possesses redemption
righty.

<.  An account owned jointly which does not qualify as
4 joint account for purposes of guarantee of accounts shall
be treated as owned by the named persons as individuals, and

House Filoe 2513, P, &

the actual ownarship interest of each such person in the
account. shall be added to any cther accounts 1ndividually
awned by that perseon and guaranteed up to ten thousand dollares
1 Lhe aggregate,

d. ALl joiot accounts owned by the Same comsinazion of
individuals shall farst be added together and guaranteed up
e ten thousand dotlats in the aggregate.

e, The interests of cach co-owner :n all jolnt accounts
owned by Jdifferent combinations of indov:duals shall then
be sdded together and guarantced up 2o ten thousand dollags
in the agyregate,

&.  Trust accounts 1n any obe memker whick are trust
tnterests for the same beneficiary invested 1n accounts
cstablaished pursuant to vdalid trust arrangements created oy
the same settlor or grantor saall be added together and
Quaranteed up to ten thousand <dollars 1n the dgg9iegate,
separately from other accounts of the tLrustee of tne trust
funds or the settlor or beneficiary of the trust arrangements,

sec. B, NEW SECTION.  GUARANTEER FUND.

1. The guaranty corporation shall establizh and maintain
2 guarantes fund which shall congist of the merbershis
assrnsnents uader sectinn five (%) of this Act, plus the
anssessnents uwader subhections two (2) and three {(3) of this
geCLLON.

2. Beglaning with the year in which this Act takey eftfect,
the mecbers of the guaranty corporation shall be supjest to
an assessment on tlay [irst of each year. The aaount of the
anmial assessment 15 determined by the amount 1n the fund
on December thirty-tiyst of the priot year, net of any demands
made by the auditor under section eleven (11) of this Aact
and remalning unpaid at such December tharty-£irs®, as follows:
If the net amountt an the fund 15 less than the grester of
two martlion dollars or twoe percent of the total thrift
certificates of all membersw, the anhual assessment for each
member shall equal obe-fourth of one percant of the aerbet

thrrtt certificates which are ovtstanding on Detember thirty-
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sy of Lhe year prios to the levy; and L f the net amount

in the fund exceeds the greater of two million dollars ot

rws percent of the aggregale thi.ft certiflicates of all

membess, ro atnwal assessnent shall be made.

3. If apcn l.quidation of a member the amount ava:lable
e the guazenty fund Ls o insufliment Vo pay up to ten thowsand
dollai s for cach thrifs certitizate onligation specafied arn
nection weven (7)) of this Act, the aaditor may nake Adetatd
upwn the quaranty corporatior for advance pdyment cf annual
AsSesRments Lo baccme dae in such amounts as reguired to reet
the deficaency. oot not exceading twoe tlnes the maxiaum
ansasspent Lhat could have been lovied on sacn rmerber on wne
araor tay first «s the annual assessaent 1 the net anmount

1t tae funi tae preceding Decerber thirly-first aad been lesy
than the groater of twe rillion dollars or two percent ot

tae total thritr zertificates of all members.  Any amount
prepald by o memger saall be Credated against subnsegient
Annue . assessments, and the mamte: shall pay the balance of
the arasal 2ennssments thus due, 17 any, or siaall be refunded
any amcurt overpaird as 4 result of the advance asyessment.

At ne time shall a memter ke reguired to ce prepald 1o excess
af WO years.

e, 9. HEW SECTION. ROTIOR OF ASSESSMENT.  The guaranty
cerporation shall send a written nstice of assessment to earh
member assessed within ten days after the levy of an anrual
or advance ausessment. The amount assessed shall be paxd
to the guaranty corporation oy the merber not later than
tharty days following the date the rotise of assessment 13
mazled.

sec. 10, REwW SECTION. ODEFAULTED ASLESSMENTS ==ACTIONS
I'G ENFAIRCE.  In the event a mender falls to pay when due tae
memcership assessment, or a def:ciency 1 the membership

agsesstent, or an anaugal or advande ansassment, the guaranty

corporation shall report the defaulr o writing to the suditor

within two business days after the defanlt. and shali: within

taarty days after “he default bring an action in law or in

douse Fole 251E, P&

equ1Ty to entorce payrient.  If tae guaranty corperataon does
20% orang an action wathin the time specliied, the auditor
ray bring an action e enforce paymert.  The audizor AIBO
riay ravake the zight. ot a merber to 1ssue thrift certifimates
waen the merber is b defeult 1n paying assessments When due.

e, 1. PATHERTS FRUM GUARANTIE FUND--
DEFICIENIIES.

1. when the property and dusiress of a mewber has beer
liguidated or 5 an the procenss of liguidaticn by tae avdator
and tae precseds of Ligquidaticn are insufiicient to pay up
to ten tasusand dollars for each thratt certifacase obligataon
specified 1 gection seven (7)) of tnis AL, tac guaranty
corporat:ur shatl pay each defic.éancy at the direct.on ol
and it anounts as specaf:ed by the anditor. «and within one
hundred twenty days from the date the auditer makes dewand
for Daywent. Tt othe tonal tunds avarlakle frorm tne guararty
corpoidlion at the time ot denard are ansutficioent ©9 pay
o full the arounts required by sectacn sever (7)) of this
Aot, the amount paid toward each obligation shall be reduced
ratabiy na propartion to the anount by which tan fand 18
deficrent.. Thercafter furtavt gayments shall be made in
accordance with the directions <f the auditar and as adiditional
funds are paid 1nto the guarantee fund from assessnents and
tncome acsrued en them.  Waen the rarifit certifisate
obilgations are paid, the account of facn mealner <L the
Judranty corporataon shall be rediced by an avount
Af tne samre rela=ion to Lhe total saount od.d as the aczount
balance of the mencer 1% =0 Lhe sum ¢ ascount balances ol
oLl meners.  The guaranty corporation han o4 coaimoagainst
a wember which has been laguidated or wkick a6 un the progess
ot liguidatian and the assets ol the memser for any thrifs
certificate opligatians pald unde:r tois section.

2. The auditor sha:l net direct the guaranty ccrapasration
to pay 1noone calendar year any thrift certaficate ozligations
that exceed in the aggregate the rotal amount o the fund
after allowance for all anounts %o be added to the tund during

the year by ansessment as provaded i1n this Act.
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Sec., 12. HNEW SECTION. AUDITOR MAY MANAGE CORPORATION.
whenever LU appeors to the auditor that the guaranty
corporation hws violated its articles of incorpnration or

a law of this state: has not paid arounts as directed by the
auditor of state pursuant to section eleven (1) of this hsct,
has invested its funds in viclation of section fourteen (14)

of thiu Act. has not levied assessments as required by sections
five (%), eight {(8) and nine (9) of this Act, has not
diligently prosecuted an action to enforce payment as reguired
by section ten (10]) of this Act, has viclated a provision

of this Act, or has neglected or refused to submit 1ts bocks,
papers, and affairs for the inspection of an exaniner, the
auditor may issue and serve upon the guaranty corporation

a notice conrtaining a staterent of the facts constitutaing

the alleged violation or vielations and fixing a time and

place at which a hearing will be held to determine whether

the auditor should take posisession of the property and business
of the guaranty corporation and retain possession until the
guaranty corporation satisfies the auditor that 1t will operate
in conformity with the provizions of this Act. During the

time the auditor has possession of the guaranty corporation,
the auditor shall perform the duties and carry out the
obligations of the guaranty corporation.

Sec. 13. NEW SECFION. JUDICIAL REVIEW. actions of the
auditor under section twelve {12) of this Act shall be subject
to judicial review under the provisions of chapter seventeen
A (17R) of the Code. The district court for Polk county has
exclusive jurisdiction of judicial review proceedings under
this section.

Sec. 14, HEw SECTION. INVESTHENTS OF GUARANTEE FUND.

1. The guaranty corporation may invest its funds only
as provided by rules promulgatad by the auditor. The auditor
shall promulgate rules which are reasonably necessary for
the purpese of preserving reasonable liquidity of the guarantee
fund.
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2Z. Incaine trom investments shall e recorded 1n an incone
aceount and shall be used to defray expenses of administrati:on.
Income from Lnvestaents that exceeds an arount determined
by the board of directors to be adejuate to provide for Iurrent
expenses may be credited to members' accoutts.  Each munber's
account shall receive credit ratably, based on membar account
batances. Income recerved by the guaranty corpoiat:on, whether
or nct credited Lo nenbers' accoutts, shall be subjest to
a derand of the auditor made under section eleven (11) of
this Act, oexcept as to that portion reserved by tne bodrd
of directors tor expenses of administration during the calendar
YOEE

3. Expenses ot administration that exceed Lncome tron
investments at the end of the fiscal yesr of the guarantee
corporation shall be charged to members' accounts.  Each
member 'ss account shall Le charged ratably based on member
account balances for the amount of the excess of cxpenses
aver income.

fec. 15. NEW SECTION. POWER OF AUDITCR--HMANAGEMERT OF
MEMBER .

1. in addition to other remedies provided an thig Ak,
the auditor may take over the management of the property and
business of 4 memper for reasonable cause. Lhcluding but not
limted to traud, impairment of capital, vielation of this
het, or revocation of a member's industrial loan license for
2ny of the rcasons stated in section five nhundred thirty-six
b opoint erghteen {536A.18) of the ode.

2. Actlions of the auditor under subsection ohe (1) of
this section zhall be subject to judiciaul review under the
provigsions of chapter seventeen A {17a) of the Code., The
agygrleved member ray institute proceedings for judicial revaiew
in the county 1in which its principal place of business 1u
located.

3. Upon assuming managenent of the proeperty and business

of a member under this section, the auditor may operate and

direct the affairs of the member in its regular courve of
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business, collect amounts due to the vember, and do cther
acty hecessary to conduct the affairs of the member and to
conserve or protect 1ts assetrs, property and business,

4. The auditor shall thercafter manage the property and
rLelness of the member until such time as he or she may
relingquigh to the rember the management thereci, upon such
condisions as the auditor may prescribe, or until the atfairs
of the nembar oe finally dissolved as provided in section
five kindred thirty=six A point ninetaen ($36A.19) of the
Code.

Sen. 16 NEW SECTION., LIQUIDATION QF MEMBER=-AUDITOR
AS RECEIVER. 1f when managying a member under section fifteen
{15) of this Act the auditor concludes that the member is
thsoLvent or should be dissolved for any other reason
enumeratod in section fifteen (1%}, subsection onc (1), of
this Act, the auditor shall petition the district court for
the county in which the principal place of business of the
memper is located to appolint a receiver for the member. ilpon
the petition of the auditor under this section, or in any
other case where appeintment of a receiver tfor a inember is
sought by any person, the district court may appeint the
auditor as receiver of the member, to serve without tond.

The attorney general shall represent the auditor in all
proceedings connected with the receivership.

Sec. 17. FEW SKECTION. NOTICH TO GUARANTY CORPORATION.

The azuditot of state shall give prompt noetice to the guaranty

corporation when for any cause the suditor takes possession
of the property and businesy of a rember to manage its affaars,
and shall give further prowpt notice when he or she determines
to liguidate the property and business of a merber.

sec. 18. NEW SECTION. REGULATION. The operation of the
gquaranty corporation shall at all times be subject to the
supervision of the auditor. The auditor may at any time
investigate the affairs and exarine the books, accounts,
records, and files of the guaranty corporation. The auditor
shall have free access to Lhe offices, books, accounly, papers,

records, files, sarfes, and vaults of the guaranty corporation.
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The corporatien shall pay to the auditor such tees as may
pe established by the auditor by ruie under chapter seventeen
A LL7A) of the Code for the recovery of adminlsirative costs
and expenses incurred in the discharge of the duties imposed
upon the auditor vy this Act. Regoverable cests and expenses
shall include. but not be iLimited to costs and expenses for
salaries. sxpenses and travel for employees. and additional
offi1ce facilitiecs, supplies and equipment required 1n the
administration of this Acz. The fees shall include an annual
fee to cover the ordinary annual cxpensaes of the auditor n
the administration of this Act and such special feeg as may
be necessazy for the recovery of extraordinary expenses.
Rules of the auditor shall specify when the fees are to be
pard by the corporation, and shall provide for the giving
of notice of fees which are to becore due.  Farlure Lo pay
a reguired tee within ren days after the due date shall subject
the corporation to an additional fee equal 1o five percent
of the amount assessed for cach day the payment iy delinguent.

sec. 12, KBW SECTLON. AFPEAL TO AUDITOR. A menber
aggrieved by an action or decision of Lhe guaranty <orporation
may appeal to the auditor within thirly days from t‘he action
or decision.

Sec. 20. NONTRANSFERABILITY OF MEMBERSHIFS.
Memberships in the guaranty corporatlion are aontransferable,
and the guaranty corporation and memberships in the guaranty
serporation are exempt from the provisions ot chaprer five
hundred two (502) of the Code.

Sec. 21. NEW SECTION. AUDVERLTISEMENTS.

1. The guaranty corporation shail nol Ccause or permit
to be advertised. printed, displayed, published, distributed,
or broadcast, 1n any manner, a statercent or gepresentation
with regard to its plan of operation without first obtaining
the written approval of the auditor.

2. A1l advertising by a4 member with regard to 1ts
membership in the guaranty corporation shall include the

following statement: “Thiift certificates are protected up
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e 4 maximun of ten Lhousand dollars by the Industrial Loan
Thrift Juaranty Corporation of Iowa, a private corporaticn,
regulated by rthe state of lowa; nowever thrift certificates
are not guaranteead by the state of lowa."

3.0 A advertating o members wath regard toe tovift
certificates shall comply with such reasonably necessary rulas
as the guaranty corporation may adopt o prevent the use ot
false, miz.cading or deceptive advertising practices.

Sec. 22. HEW SECTION.  [LIST OF COMPANIES--REPORUS.

1. Ir wrder %o permit the guaranty corpnration to fuliill
ive obligations under this act, and notwithstanding the
provisions of sections five hundred thirty-zix A polnt f11%een
(h36k.1%) and five hundred rthirty-seven poinl two thousand
three handred four (S37.2304) of the Code to the contrary,
the euditor shall furnish to the quaranty corporation a laist
of all i1ndustrial loan corporations which have outstanding
thrifr cevtificate obligations; and the auditor shall premptly
furnish to the guaranty corporation one copy of all repo:ts
of each of these industrial lean corporaticns filed with the
aundi tor, excluding examinaticn reports and responses to
EXATILNALICDS .

2. Each member, annually and within ninety days of the
close of 1Ly tiscal year, shall file with the guaranty
corporation and the auditor a report of an audit performed
in accordance with generally accepted awditing standards and
certified by & certified publaic accountant licensed to practace
i the state of lTowa.

3. The guaranty corporation may submit reports and make

recormendations te the auditor regarding the affairs or

finanoial condition of a member. In addition, the guaranty

corperation whall have the authority %o select and direct

ar independent. certificd public accountant licensed to practiae
in the state of lowa te audit the financial condition nf a
member, the report of which thall be provided only to the

board of directors of the guaranty corporation and the auditor.
The member snall allow access to the records; and other
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snfercation reguested oy the Quaranty corgoratlon Garong the
aadit. The cost and expoonses ol he audit or examination
sl l be paid by the guaranty corpsration.  Theue zeporty,
actions, and recormendations shall be Kept confaidential.

4. There shall e no liabality on the part of, ard ro
Tanse o1 action of any manne: shall araine agoiosi, the guaranty
vorzoration or 1t members, dareciors, ofticors, enp.ooye
Sroagentys, or the sudator for actions of statemants nade o
taer raespecting roports or recormendatrons maede ander the
authozaity ¢f this secrnion.

See. 23, NEW SECIION. EXEMFTIONS.

L. f$ecurities of an industrial lean comgany wsswed on
A transaction wiich 1§ an exenps transaction w1L1n *ae maaning
ot section five hundred two point twe huendraed three (502.203)
subsection nine (9), of The Code are not thritt certiticates,
and shell bear o statement thal Loey are el Juaranteed by
tae lowa industrial loan corporation thrift quaranty Al

2. The guaranty corperatlion 1s 0oL AR INKUPARTE TOIporatlacn
and 14 not transacting insurance business. The orgarization,
operation and liguidation of the guosranty rorporation are
wrerpt. fromr tltle twenty (XX) of the Code.

Sec. 4. HNEW SECTICON. SUBORDIMNATUD DEBT.  Sabordinated
debt of o mowber shall not be construed as thrift certaiticates
and securities representing subordinated debt glhall cex: a
statenent that. they are not guaranteed by the lowa induentrial
loen corporation thrift guaranty Act. At the tame of 1guue
subordinated debt shall not excesd two times the tetal amount
of capital. surplus., and undivided profits of the nenber.

Se¢. 2. CAPITAL INPAIRMENT.

t. The quarantess provided ‘n this Art do not apply to
the obligoetions of an industrial lear corporation, the capiral
of which 14 amparred on the effective date of this Azt until
such time as the capital epawrment is climinated,

2. For purpeses of subsection one (1) of tais sectinn,
an audlit purforged by a certified public acaoountant l.censed

to practice 1n the state of fowa for an indust:zial loan
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Isensec s tiscal year 1rmediately preceding the effectave Sec. 30, This Act shall teke effest January t.ret Tollawiny
date oF this Act shall be conclusive as to whether the capital 1ts enactrent.,
of the iadustrial loan corpotation 1s ampaired on the ¢ifective

rate of this Act.

Sew. 26,  HEW SECTION. STATEMEKT OF CONDITION. Each .
member shall By Apri) thirtieth of each year prepare a WILLIAN B. HARBIR

statemens <f ity condition ai of the close of the preceding Spuaker of the Honse
calendar year. EBach member shall make copies of its statement
el condition available to tne genueral public at each ¢f 1ts
vlaces of business. The ouditor by rule may prescribe minioun . ——
~ortent of the statement of condition, TERRY &. BRANLTAD
Sec. 27. NEW SECTION. LIARILITIES. The state of lowa President of the Sepate
is not iiable for anvy actions or omlssilons of the auditor
1n administering the Iowa industrial loan corpordt:on thrift I hereby certisy that this Bill origroated in the House and
guarapnty Act, Menbers of the quaranty corporation shatl be i Ronown as House File 2513, Sixty-eightn Seneral Assembly.
l1able for lesses i1ncurred as a result of such actions or
omius1005.  The guaranty corporation snhall defend the auditer

of state and empioyees of the auditor agalngl any action

comuenced against any of them individually as a result of BRUCE GRAMALN
acts or omissions atising from the administration of UThe Act, 7 fssistant Chiet Clierk ¢f the House
and sha.l wndemnify and hold them harmless for any losses A : ‘_ ’ L 1980
caused by such acts oy omissions.
sec. 2&. Section five hundred two point two hundred two
{502.202), Code 1979, as amended by Acts of the Sixty-eighth -
General Assemb.y, L497¢ Session. chapter one hundred twenty KEIBERT D. RAY
(120), sections Ffive (5) and s1x (&), 1s amended by adding aoveraoer
the following new gubsection:

Any security representang a thrift
certificate of an industrial loan company which 15 & member
of tne industrial loan thrift guaraaty <orpcration of lowa.

Sec. 29. LEGISLATIVE INTENT. Because of the increase
i the issuanse by industrial loan corporations of thrift
certificates, these being esscntial to thae well-being and
prusperity of the state and the inhabitants of 1t, Lt 218 the
intert of the general assembly %o provide by this Act for
an adequate guarantec of thrift certiticates issued by
industrial loan corporations.




