
HOUSE FILE 

FEB 26 1979 

8ace On Cal endar 
By COMMITTEE ON COMMERCE 

(Formerly Study Bill 163) 

Date 3- fr;o 79C/- 97'0) Passed Senate, Date -------Passed House, 

Vote: Ayes P7 Nays 0 ;vote: Ayes ____ _ 

Approved ~/27f 
Nays ____ _ 

A BILL FOR 
1 An Act to amend Iowa Banking Act provisions regarding state 

2 bank reports of condition, directors' qualifications, 

3 incorporation procedures, reserve requirements, property 

4 ownership, interest payments and loans. 

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

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

CPB-16200 2/73 



H.F. 

1 0ection 1. Section five hundred twenty-four point two 
2 hundred twenty (524.220), subsection two (2), Code 1979, is 
3 amended to read as follows: 
4 2. The statement shall be transmitted to the superintendent 
5 within ~eft thirty days after the receipt of a request for 
6 the statement from the superintendent. A statement shall 
7 be called for by the superintendent at least three times each 
8 year. 
9 Sec. 2. Section five hundred twenty-four point two hundred 

10 twenty (524.220), subsection three (3), Code 1979, is amended 
11 to read as follows: 
12 3. Within ~weft~y forty days after the date of the receipt 
13 of the request for a statement of condition, the state bank 
14 shall cause the statement to be published once in a newspaper 
15 of general circulation in the municipal corporation or 
16 unincorporated area in which the state bank has its principal 
17 place of business, or if there is none, in a newspaper of 
18 general circulation published in the county, or in a county 
19 adjoining the county, in which the state bank has its principal 
20 place of business. Proof of such publication by affidavit 
21 of the publisher of the newspaper in which it was made, shall 
22 be delivered to the superintendent and shall be conclusive 
23 evidence of the fact. 
24 Sec. 3. section five hundred twenty-four point three 
25 hundred four (524.304), Code 1979, is amended to read as 
26 follows: 
27 524.304 PUBLICATION OF NOTICE. The incorporators of a 
28 state bank shall publish notice of their intention to deliver, 
29 or the delivery of, the articles of incorporation to the 
30 superintendent, once each week for two successive weeks in 
31 a newspaper of general circulation published in the municipal 
32 corporation which is proposed as the principal place of 
33 business of the state bank, or if there is none, a newspaper 
34 of general circulation published in the county, or in a county 
35 adjoining the county, in which the proposed state bank is 
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1 to have its principal place of business. The first publication 
2 of the notice shall appear prior to, or within seveR ten (10) 
3 days after, the date of delivery of the articles of 
4 incorporation to the superintendent and shall set forth: 
5 1. The name of the proposed state bank. 
6 2. A statement that it is to be incorporated under this 
7 chapter. 
8 3. The purpose or purposes of the state bank. 
9 4. The names and addresses of the incorporators and of 

10 the members of the initial board of directors as they appear, 
11 or will appear, in the articles of incorporation. 
12 5. The date of the delivery of the articles of 
13 incorporation to the superintendent. 
14 6. If the incorporation of the state bank has been approved 
15 by the superintendent under section five hundred twenty-four 
16 point three hundred five (524.305), subsection six (6), the 
17 name and address of the bank with which the state bank will 
18 have merged or consolidated, or the assets of which the state 
19 bank will have acquired or the condition of which in some 
20 other way provided a purpose for the incorporation. 
21 Sec. 4. Section five hundred twenty-four point three 
22 hundred five (524.305), Code 1979, is amended to read as 
23 follows: 
24 524.305 APPROVAL BY SUPERINTENDENT. 
25 1. Upon. receipt of an application for approval of a state 
26 bank the superintendent shall conduct such investigation as 
27 he deems necessary to ascertain whether: 
28 ~ a. The articles of incorporation and supporting items 
29 satisfy the requirements of this chapter. 
30 2 b. The convenience and needs of the public will be 
31 served by the proposed state bank. 
32 3 c. The population density or other economic 
33 characteristics of the area primarily to be served by the 
34 proposed state bank afford reasonable promise of adequate 
35 support for the state bank. 
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1 4 d. The character and fitness of the incorporators and 
2 of the members of the initial board of directors are such 
3 as to command the confidence of the community and to warrant 
4 the belief that the business of the proposed state bank will 
5 be honestly and efficiently conducted. 
6 i e. The capital structure of the proposed state bank 
7 is adequate in relation to the amount of the anticipated 
8 business of the state bank and the safety of prospective 
9 depositors. 

10 e f. The proposed state bank will have sufficient personnel 
11 with adequate knowledge and experience to conduct the business 
12 of the state bank, and to administer fiduciary accounts, if 
13 the state bank is to be authorized to act in a fiduciary 
14 capacity. 
15 ~ Within one hundred eighty days after receipt of the 
16 application for approval together with the items referred 
17 to in section 524.303, subsections 1 and 2, the superintendent 
18 shall make a determination whether to approve or disapprove 
19 the pending application on the basis of his investigation. 
20 ~ Within ninety days after the second publication of 
21 the notice referred to in section 524.304 any person opposing 
22 the pending application shall file written objections thereto 
23 with the superintendent. Following the expiration of the 
24 period referred to in the previous sentence and prior to 
25 making a determination on the pending application the 
26 superintendent shall, upon adequate notice, afford all 
27 interested persons, including the incorporators, an opportunity 
28 for a stenographically reported hearing during which such 
29 persons shall be allowed to present evidence in support of, 
30 or in opposition to, the pending application. 
31 4. If the superintendent approves the pending application, 
32 he shall deliver the articles of incorporation, with his 
33 approval indicated thereon, to the secretary of state and 
34 notify the incorporators, and such other persons who requested 
35 in writing that they be notified, of such approval. If the 
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1 superintendent disapproves the pending application he shall 
2 notify the incorporators of his action and the reason for 
3 his decision. 
4 5. The actions of the superintendent shall be subject 
5 to judicial review in accordance with the terms of the Iowa 
6 administrative procedure Act. The court may award damages 
7 to the incorporators if it finds that review is sought 
8 frivolously and in bad faith. 
9 6. Subsection three (3) of this section shall not apply 

10 if the superintendent finds that one of the purposes of the 
11 proposed state bank is the merger or consolidation with, or 
12 the purchase of some or all of the assets of and assumption 
13 of some or all of the liabilities of, a bank for which a 
14 receiver has been appointed or which has been ordered, bl 
15 authorities of this state or the united states, to cease to 
16 carrl on its business, or if the superintendent finds for 
17 anl other reason that immediate action on the pending 
18 application is advisable in order to protect the interests 
19 of depositors or the assets of anl other bank. 
20 7. Before receiving the decision of the superintendent 
21 with respect to the pending application the incorporators 
22 shall, upon notice, reimburse the superintendent to the extent 
23 of the expenses incurred by him in connection with the 
24 application. 
25 Sec. 5. section five hundred twenty-four point three 
26 hundred seven (524.307), Code 1979, is amended to read as 
27 follows: 
28 524.307 ORGANIZATIONAL MEETING. After the issuance of 
29 the certificate of incorporation of a state bank, an 
30 organizational meeting of the board of directors named in 
31 the articles of incorporation shall be held at the call of 
32 a majority of the incorporators for the purpose of adopting 
33 bylaws, if any are to be adopted, electing officers and the 
34 transaction of such other business as may properly come before 
35 the meeting. The incorporators calling the meeting shall 
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1 give at least three days' notice thereof by mail to each 
2 director so named, except that any form of actual notice or 
3 writi.:en waiver thereof shall be sufficient in the case of 
4 a state bank approved under the provisions of section five 
5 hundrcJ twenty-four point three hundred five (524.305), 

6 subsection six (6). wft~eft A notice shall state the time and 
7 place of the meeting. 
S Sec. 6. Section five hundred twenty-four point three 
9 hund~ed twelve (524.312), Code 1979, is amended by adding 

10 the following new subsection: 
11 NEW SUBSECTION. A state bank approved under the provisions 
12 of section five hundred twenty-four point thee hundred five 
13 (524.305), subsection six (6), shall not commence its business 
14 at any location other than within a municipal corporation 
15 or unincorporated area in which was located the principal 
16 nlace of business or an office of the bank whose condition 
17 was the basis for the superintendent authorizing incorporation 
18 of the new state bank. 
19 Sec. 7. section five hundred twenty-four point six hundred 
20 one (524.601), SUbsection one (I), Code 1979, is amended to 
21 read as follows: 
22 1. The business and affairs of a state bank shall be 
23 managed by a board of five or more directors eighteen years 
24 of age or older, a majority of whom shall be citizens of this 
25 state and all of whom shall be citizens of the United States. 
26 NO-~Re~v~e~at-8fta~~-8e-e~~~i8~e-~e-ee~¥e-a8-&-e~~ee~e~-ef 

27 aRy-8~a~e-BaRk-~R~e88-Re-~8-~fte-eWReFy-~ft-R~8-eWR-~~~ft~7-{Fee 

28 ei-aRy-~~eR-aRa-eBe~~aRee7-ei-eemMeR-8fta~eS-~ft-~e-e~a~e 

29 8aRk-ei-WR~eR-fte-~e-a-a~Fee~e~-ftaV~R~-&-,a~-va~~e-ei-Re~-~e8e 

30 ~aR-iive-ft~Ba~ea-ae~~a~eT 

31 Sec. 8. Section five hundred twenty-four point six hundred 
32 twelve (524.612), subsection one (1), Code 1979, is amended 
33 to read as follows: 
34 1. The total obligations, as defined in subsection 1 of 
35 section 524.904, of a director to a state bank of which he 
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1 is a director shall not exceed twenty percent of the capita.! 
2 and surplus of the state bank except that the total obligations 
3 of a director to a state bank of which he is a director shall 
4 not exceed forty percent of the capital and surplus of the 
5 state bank if the amount by which such obligations exceed 
6 twenty percent of the capital and surplus of the state bank 
7 shall consist of obligations described in ~a8p&~a~Fa~h~-f~?; 
8 f2?;-aftEi-f~?-ei paragraph lIa" of sUbsection 2 of section 
9 524.904. A majority of the board of directors, voting in 

10 the absence of the applying director, shall give its prior 
11 approval to any obligation, as defined in subsection 1 of 
12 section 524.904, of a director to the state bank of which 
13 he is a director. The form of such approval shall be specified 
14 by the superintendent, and a copy recorded in the minutes 
15 of the board of directors. 
16 Sec. 9. Section five hundred twenty-four point seven 
17 hundred six (524.706), subsection one (I), paragraph a, Code 
18 1979, is amended to read as follows: 
19 1. a. An executive officer of a state bank may receive 
20 loans or extensions of credit from a state bank of which he 
21 is an executive officer, resulting in obligations as defined 
22 in section 524.904, subsection 1, not exceeding, in the 
23 aggregate: 

24 (1) Such amount as the bank is permitted to lend pursuant 
25 to section 524.905, sUbsection 2, if, at the time such 
26 obligations is incurred, it is secured by a first lien on 
27 a dwelling which is expected, after the obligation is incurred, 
28 to be owned by the executive officer and used by him as his 
29 residence, provided that at the time the loan is made there 
30 is no other loan by the bank to the executive officer, under 
31 authority of this subparagraph, outstanding; and 
32 (2) An amount not exceeding an aggregate of ~eR twenty 
33 thousand dollars outstanding at anyone time, to finance the 
34 education of a child or children of the executive officer; 
35 and 
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(3) Any other loans or extensions of credit which in 
aggr:ega..:e do not at anyone time exceed i!:ve ten thousand 
dollars. 

Sec. 10. Section five hundred twenty-four point eight 
hundred three (524.803), subsection two (2), Code 1979, 1S 

amended to read as follows: 
2. The book value of all real and personal property 

acquired and held pursuant to this section, of all alterations 
to buildings on real property owned or leased by a state bank, 
of all shares in corporations acquired pursuant to paragraphs 
"c" and lid" of subsection 1 of this section, and of any and 
all obligations of such corporations to the state bank, shall 
not exceed tweB~y-i~ve fifty percent of the capital~ aBe 
surplus and undivlded profits of the state bank or such larger 
amount as may be approved by the superintendent. 

Sec. 11. Section five hundred twenty-four point eight 
hundred five (524.805), subsection two (2), Code 1979, is 
r~pealed. 

/20 

I 21 

Sec. 12. section five hundred twenty-four point eight 
hundred sixteen (524.816), Code 1979, is amended to read as 
follows: 

i 
22 \ 524.816 SASH RESERVE REQUIREMENTS. 

\ 23 \ 
\ 24 i 

25 
/ r! 26 

1. A state bank which is a member of the federal reserve 
system shall maintain eaea reserves in accordance with the 
requirements applicable to a member bank under the laws of 
the United States. 

335¥~ 27 
\ 28 

2. A state bank which is not a member of the federal 
reserve system shall mainta~n easft reserves against its 

29 deposits in amounts: 
30 a. In the case of a state bank with its principal place 
31 of business in a municipal corporation defined as a reserve 
32 city by the laws of the United States, not less than ten 
33 percent of its demand deposits except that the superintendent 
34 may on such basis as he may deem appropriate in view of the 
35 character of the business transacted by such state bank, make 
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applicable the reserve requirement prescribed for banks not 
2 having their principal place of business in such a reserve 
3 city. 
4 b. In the case of a state bank not having its principal 
5 place of business in a municipal corporation defined as a 
6 reserve city by the laws of the United States, not less than 
7 seven percent of its demand deposits. 
8 c. In the case of any deposit other than a demand deposit, 
9 not less than three percent. 

10 3. A state bank, except a state bank which is a member 
11 of the federal reserve system, shall determine the amount 
12 of its easft reserves required by this section in accordance 
13 with a formula prescribed by the superintendent by general 
14 regulation applicable to all such state banks. 
15 4. The easft reserves required by this section of a state 
16 bank which is not a member of the federal reserve system shall 
17 be maintained as follows: 
18 a. Not less than one-fifth of the reserve shall consist 
19 of United states coin and currency on hand and funds on deposit 
20 in other banks, the deposits of which are insured by the 
21 federal deposit insurance corporation. 
22 b. The balance of the reserve may be invested in the 
23 United states treasury debt instruments which are owned by 
24 the state bank and which will mature in one year or less. 

: 25 5. Whenever it shall appear necessary to do so in the 
26 interest of the depositors of a state bank, the superintendent 
27 may require that the state bank maintain reserves exceeding 
28 the amount required by this section consisting of such 
29 obligations of the United states as the superintendent shall 
30 prescribe. 
31 Sec. 13. Section five hundred twenty-four point nine 
32 hundred one (524.901), subsection two (2), Code 1979, is 
33 amended to read as follows: 
34 2. A state bank may invest for its own account in other 
35 readily marketable bonds or securities, with investment 
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1 characteristics as defined by the superintendent by general 
2 regulation applicable to all state banks, subject to the 
3 following limitations: 
4 a. Tpe total amount of such bonds or securities of any 
5 one issuer or obligor, other than revenue or improvement bonds 
6 issued by a municipality ~HF8HaR~-~e-eee~~eft-4±9T~ and 
7 subjected to separate investment limits under paragraphs lib", 
8 IIcll, or.ud" of this subsection, shall not exceed twenty percent 
9 of the capital and surplus of the state bank. 

10 b. The total amount of special assessment improvement 
11 or refunding bonds which have been issued by a municipality 
12 under authority of section three hundred eighty-four point 
13 sixty-eight (384.68) and which are repayble from the proceeds 
14 of. anyone levy shall not exceed twenty percent of the capital 
15 and surplus of the state bank. 
16 c. The total amount of revenue bonds and pledge orders 
17 which have been issued by a municipality under authority of 
J8 ~hapter three hundred eighty-four (384), division five (V), 
~9 and which are repayable from the revenues of anyone city 
70 util~~y, combined utility system, city enterprise or combined 
21 city enterprise shall not exceed twenty percent of the capital 
22 and surplus of the state bank. 
23 d. The total amount of revenue bonds issued by a 
24 municipality pursuant to section 419.2 which have been issued 
25 on behalf of anyone lessee, as defined in section 419.1, 
26 or which are guaranteed by anyone guarantor, or which are 
27 issued on behalf of or guaranteed by a corporation, a ten 
28 percent or greater ownership interest in which is held by 
29 or in common with a *e88e~ lessee or guarantor, or any 
30 combination of the foregoing whereby the municipality could 
31 receive revenues for payment of such bonds from anyone person 
32 or any group of persons under common control, shall not exceed 
33 twenty percent of the capital and surplus of the state bank. 
34 e. A state bank shall obtain the express consent of the 
35 superintendent prior to investment by that bank of an amount 
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1 in excess of twenty percent of its capital and surplus in 
2 bonds or securities issued by anyone municipality, regardless 
3 of the sources of funds proposed for repayment of the various 
4 bonds or securities. 
5 e f. No bond or security shall be eligible for investment 
6 by a state bank within this subsection if the bond or security 
7 has been in default either as to principal or interest at 
8 any time within five years prior to the date of purchase. 
9 Sec. 14. Section five hundred twenty-four point nine 

10 hundred four (524.904), subsection two (2), paragraph a, Code 
11 1979, is amended by adding the following new subparagraph: 
12 NEW SUBPARAGRAPH. Obligations of a customer which is a 
13 bank, to the extent the obligations are repayable on demand 
14 or on the first business day following demand for repayment. 
15 Sec. 15. section five hundred twenty-four point nine 
16 hundred four (524.904), subsection two (2), paragraph d, Code 
17 1979, is amended to read as follows: 
18 d. The total obligations of anyone customer, w~e which 
19 is an individual or a corporation, to a state bank at any 
20 one time shall not exceed forty percent of the capital and 
21 surplus of the state bank if all of the amount by which such 
22 obligations exceed twenty percent of the capital and surplus 
23 of the state bank consists of amounts owed by one or more 
24 corporations of which the customer owns or controls more than 
25 fifty percent of the shares entitled to vote, or, if the 
26 customer is a corporation, of amounts owed by another 
27 corporation which owns or controls more than fifty percent 
28 of the shares of the customer entitled to vote, or of amounts 
29 owed bX one or more other corporations more than fiftX percent 
30 of the voting shares of each of which are owned or controlled 
31 by a person which also owns or controls more than fiftX percent 
32 of the shares of the customer entitled to vote, provided 
33 however, when this paragraph applies: 
34 (1) The amounts owed by such customer shall not exceed 
35 twenty percent of the capital and surplus of the state bank. 
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1 (2) The runounts owed by anyone or all of s~ek the 
2 corporations other than the customer shall not exceed twenty 
3 percent of the capital and surplus of the state bank. 
4 (3) The shares, assets and any liabilities of any such 
5 corporation other than the customer shall not be included 
6 in the financial statement of such customer or otherwise 
7 relied upon as a basis for a loan to such customer. 
8 (4) The assets or guarantee of such customer shall not 
9 be relied upon as a basis for a loan to any such corporation. 

10 (5) The proceeds of the amounts owed by the customer shall 
11 not b~ intermingled with or used for a common purpose with 
12 the proc~eds of the amounts owed by the corporation or 
13 corpo~ations other than the customer. 
14 For the purposes of this paragraph, the term "amounts owed" 
15 means the amounts for the payment of which such customer or 
16 anyone or all such corporations are obligated, whether 
17 directly or indirectly, primarily or secondarily, to a state 
18 bank as a result of the exercise by the state bank of the 
19 powers conferred by section 524.902, but determined without 
20 reference to paragraphs "e", IIfll and "gil of subsection 1 of 
21 this section. 
22 Sec. 16. section five hundred twenty-four point nine 
23 hundred four (524.904), SUbsection four (4), Code 1979, is 
24 amended by adding the following new paragraph: 
25 NEW PARAGRAPH. Obligations of a customer as endorser or 
26 guarantor for a corporation in which that customer owns or 
27 controls more than fifty percent of the shares entitled to 
28 vote, provided that under rules promulgated by the 
29 superintendent the customer and the corporation qualify as 
30 separate customers because the assets and the demonstrated 
31 ability to generate income of the corporation and the customer 
32 taken together are adequate to secure and fund all outstanding 
33 and contemplated debt of the corporation and the customer. 
34 Sec. 17. Section five hundred twenty-four point nine 
35 hundred five (524.905), SUbsection one (1), Code 1979, is 
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1 amended to read as follows: 
2 1. A state bank may make permanent loans or combined 
3 construction and permanent loans, secured by liens on 
4 residential real property housing more than two families, 
5 and on real property consisting of farmland, industrial, 
6 manufacturing and commercial properties including a leasehold 
7 in such properties. Any such loan may be made in an amount 
8 not to exceed seventy-five percent of the appraised value 
9 of the property offered as security and for a term not longer 

10 than ~weR~y twenty-five (25) years, provided that the loan 
11 is secured by an amortized mortgage, deed of trust or other 
12 such instrument under the terms of which the installment 
13 payments are sufficient to amortize the entire principal of 
14 the loan within a period of not more than ~weR~Y twenty-five 
15 ~ years. In the case of a combined construction and 
16 permanent loan made pursuant to this subsection, the amount 
17 of the loan shall not exceed seventy-five percent of the value 
18 of the property upon completion of the construction. 
19 Sec. 18. Section five hundred twenty-four point nine 
20 hundred five (524.905), SUbsection three (3), paragraph c, 
21 Code 1979, is amended to read as follows: 
22 c. Financing the acquisition and development of unimproved 
23 real property if the maturity of any such loan does not exceed 
24 three years from the date thereof and the amount of any such 
25 loan does not exceed eRe-~a~i seventy-five (75) percent of 
26 the cost of the real property acquired for development plus 
27 eRe-fta~£ seventy-five (75) percent of the cost of development 
28 exclusive of the cost of construction of buildings. 
29 Sec. 19. Section five hundred twenty-four point nine 
30 hundred five (524.905), subsection five (5), paragraph f, 
31 Code 1979, is amended to read as follows: 
32 f. The state bank shall obtain either a written opinion 
33 by an attorney admitted to practice in Iowa stating that the 
34 mortgage, deed of trust or similar instrument is a first lien 
35 on the real property, or a loan policy of title insurance 
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1 wri~ten by an insurance company licensed to do business in 
2 th,:: stt;:e in which the real property is located insuring the 
3 ti t . ..Le:"o the real property and the validity and enforceability 
4 of the '''lortgage, deed of trust or similar instrument as a 
5 first lien on the real property. 
6 Sec. 20. Section five hundred twenty-four point nine 
7 hundred five (524.905), subsection six (6), paragraph e, 
8 subparagraph three (3), Code 1979, is amended to read as 
9 follows: 

10 (3) On a financially responsible lessee of the real 
11 property provided that the lease shall be assigned to the 
12 state bank and the lease by its terms shall be sufficient 
13 to amortize the entire principal of the loan within a period 
14 of not more than ~weft~y twenty-five (25) years. 

3"<$7 .<' c..., t; 

15 Sec. 21. section five hundred twenty-four point nine 
16 hundred five (524.905), Code 1979, is amended by adding the 
17 following new subsection: 
18 NEW SUBSECTION. A state bank may make loans described 
19 in subsections one (1) or two (2) of this section which, 
20 notwithstanding paragraph "a" of SUbsection five (5) or any 
21 amortization requirements in this section, are secured by 
22 graduated payment mortgages, variable rate mortgages or reverse 
23 annuity mortgages. 
24 a. A "graduated payment mortgage" is a mortgage which 
25 secures a loan having scheduled payments which begin at a 
26 level lower than that necessary to fully amortize the loan 
27 within its term, and which gradually increase to a 
28 predetermined level after which the amount of each payment 
29 remains constant. The period during which the payments may 
30 increase, the rate of increase and the interest rate shall 
31 be fixed for the entire term of the loan at the time of its 
32 origination. The period during which the payments may increase 
33 shall not exceed ten (10) years, the rate of increase shall 
34 not exceed three (3) percent annually over a ten (10) year 
35 period, three point five (3.5) percent annually over a nine 
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1 (9) year period, four point five (4.5) percent annually over 
2 an eight (8) year period, five point five (5.5) percent 
3 annually over a seven (7) year period, six point five (6.5) 
4 percent annually over a six (6) year period or seven point 
5 five (7.5) percent annually over a period of five (5) years 
6 or less, and the amount of each payment shall not be changed 
7 more often than once each year with the first change to occur 
8 not less than twelve months after the due date of the first 
9 scheduled payment on the loan. 

10 b. A "variable rate mortgage ll is a mortgage which secures 
11 a loan bearing an interest rate which fluctuates in direct 
12 relation to a reference index, resulting in future payments 
13 which may be of an amount not known at the time the loan is 
14 made. Interest rate adjustments may not be made more 
15 frequently than once each year, on fixed dates specified in 
16 the loan agreement and commencing not less than twelve months 
17 after the due date of the first scheduled payment on the loan. 
18 The borrower shall receive not less than sixty days notice 
19 prior to the effective date of any rate change. The notice 
20 shall specify the new interest rate and, after giving effect 
21 to the interest rate adjustment, the new dollar amount of 
22 each periodic payment or the new term of the loan should the 
23 borrower elect to extend the loan. Upon receipt of a notice 
24 of an interest rate increase, a borrower shall be entitled, 
25 by notifying the bank not less than thirty days prior to the 
26 effective date of the increase, to require that in lieu of 
27 an increase in the amount of any scheduled periodic payment 
28 on the loan the term of the loan be extended by a period 
29 sufficient to eliminate or reduce the increase in the periodic 
30 payment amount, provided that the cumulative net effect of 
31 all such extensions shall be a maximum of one-third (1/3) 
32 of the original term of the loan. A decrease in the interest 
33 rate of the loan shall be applied by the bank first to a 
34 reduction of any previously extended loan maturity and then 
35 to a reduction of periodic payment amounts. The smallest 
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1 adjustment which may be made in the rate shall be one-twentieth 
2 of one percent (0.05%) and the greatest adjustment in the 
3 rate which may be made at anyone time shall be one-half of 
4 one percent (0.5%). Changes in the reference index which 
5 are not reflected in the loan interest rate, either at the 
6 option of the bank in the case of increases or because the 
7 change exceeds the smallest or greatest adjustment permitted 
8 by this paragraph, may be accumulated by the bank in the case 
9 of increases and shall be accumulated by the bank in the case 

10 of decreases and may, in the case of increases, or shall, 
11 in the case of decreases, be taken at a later time or used 
12 to offset other changes. The maximum net increase in the 
13 interest rate over the life of the loan shall be two point 
14 five percent (2.5%). The reference index to which the interest 
15 rate is tied shall be an index published by the United states 
16 government and approved for use under this subsection by the 
17 superintendent. 
18 c. A "reverse annuity mortgage" is a mortgage on one-
19 family or two-family residential real property which secures 
20 a loan having no periodic principal payments due the bank, 
21 and the proceeds of which are either paid to the borrower 
22 on a periodic basis or used by the bank to purchase an annuity 
23 having periodic payments to the borrower. The loan may become 
24 due either on a specific date or upon the occurrence of a 
25 specific event, provided that the bank shall refinance, at 
26 the request of an original borrower and at a then-current 
27 market interest rate, any loan secured by a reverse annuity 
28 mortgage which comes due on a specific date prior to the sale 
29 or gift of an interest in the real property. Loans secured 
30 by reverse annuity mortgages may be made only pursuant to 
31 a written plan filed by the bank and approved by the 
32 superintendent, setting forth the terms and conditions, other 
33 than length and interest rate, of loans to be made pursuant 
34 to the plan. Every written plan shall provide that: 
35 (1) All loans made pursuant to the plan may be prepaid, 
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1 and the mortgage released, at any time without penalty. 
2 (2) The lender shall disclose to the borrower in writing, 
3 at least seven (7) days prior to the effective date of the 
4 loan, all contractual contingencies which could force a sale 
5 of the real property. 
6 (3) Interest rates shall not vary during the term of the 

_7 loan. 
3;$"7""'·-

8 

9 

10 

EXPLANATION 
This bill makes various revisions in the Iowa Banking Act. 
Section 1 increases from 10 to 30 days the time which a 

11 state bank has to prepare and submit a report of condition 
12 following the superintendent's call. Section 2 similarlY 
13 increases the time within which the state bank must publish 
14 the report, which remains at not later than ten days following 
15 the date the report must be filed with the superintendent. 
16 Sections 3, 4, 5 and 6 provide the Superintendent of Banking 
17 with an emergency procedure for authorizing the incorporation 
18 of a state bank to succeed immediately to the business of 
19 a failing bank. There is a similar emergency chartering 
20 procedure for national banks, and the amendments would provide 
21 an alternative to the sale of the assets of the troubled bank 
22 to previously chartered institutions. 
23 Section 7 deletes the requirement that a direction of a 
24 state bank must own stock in the bank. 
25 Section 8 modifies the lending limits of a state bank to 
26 one of its directors to enable the director to have the same 
27 borrowing privileges as other customers under Code section 
28 (524.904), subject to the existing requirement that the other 
29 directors approve the transactions. 
30 Section 9 increases from $10,000 to $20,000 the maximum 
31 outstanding balance an officer of a state bank may have on 
32 a loan obtained from the bank to finance the education of 
33 the officers' children, and also increases from $5,000 to 
34 $10,000 the maximum balance permitted on loans to a bank 
35 officer for purposes other than residence acquisition or 
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1 children's education. 
2 Section 10 increases the maximum book value of certain 
3 real and personal property which may be acquired and held 
4 by a state bank from 25 percent of capital and surplus to 
5 50 percent of capital, surplus and undivided profits. 
6 Section 11 repeals the prohibition on a state bank's payment 
7 of interest on demand deposit accounts, and eliminates the 
8 superintendent's authority to set maximum interest rates on 
9 time deposits. 

10 Section 12 would permit a state bank which is not a member 
11 of the federal reserve system to invest up to 80 percent of 
12 its reserve accounts in short term interest bearing federal 
13 securities. Current law requires that nonmember reserves 
14 be held in cash, or in insured demand deposits in other banks. 
15 Section 13 revises the statutory limit on revenue and 
16 special assessment bonds of a single municipal issuer which 
1'7 may be held by a state bank for its own account. The revision 
18 would establish limits based on the source of funds for 
19 repayment of the bonds, even though the bonds in question 
20 might be issued by the same municipality. Under existing 
21 law, a bank may invest up to 20 percent of capital and surplus 
22 in industrial development bonds plus an additional 20 percent 
23 in all other types of revenue or improvement bonds. The bill 
24 would authorize up to 20 percent in industrial development 
25 bonds, plus 20 percent in special assessment improvement bonds 
26 issued under section 384.68 of the Code, plus 20 percent in 
27 revenue bonds for financing city enterprises under chapter 
28 384, division V of the Code, plus 20 percent in all other 
29 types of revenue or special assessment bonds. However, a 
30 bank would be required to obtain the consent of the 
31 superintendent prior to investing more than 20 percent of 
32 its capital and surplus in Obligations of anyone municipality. 
33 Sections 14, 15 and 16 of the bill relate to the limitation 
34 contained in section 524.904 of the Code. Generally, that 
35 section limits the amount that a single customer may be 
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1 obligated to a state bank, i.e., a limitation on the lending 
2 powers of a state bank with respect to any single customer. 

3 Because of the numerous ways in which a customer potentially 

4 can become "indebted" to a bank, e.g., as the debtor on a 
5 note, or as surety on a debt of a corporation which the 
6 customer owns or controls, subsection 1 of the section contains 
7 a series of rules under which obligations of affiliated 
8 partnerships and corporations are attributed to a given 
9 customer for purposes of the lending limitation. The term 

10 "obligations ll also is broadly drawn to include direct and 
11 indirect and primary and secondary liability. 
12 The basic limitation is contained in the first unnumbered 
13 paragraph of subsection 2, which provides that the total 
14 obligations of anyone customer to a bank shall not exceed 
15 twenty percent of capital and surplus. However, the remainder 
16 of sUbsection 2 establishes exceptions to the twenty percent 

17 limitation, to the effect that the bank may "lend ll an 
18 additional amount of its capital and surplus to the same 

19 customer if certain conditions exist. These conditions 
20 generally require that there be collateral for the additional 
21 "indebtedness", or that other factors exist which tend to 
22 reduce the risk involved in extending credit to customers 
23 who are financially interdependent. 

24 Section 14 of the bill would amend subsection 2 of that 
25 section to provide that if the indebted customer is a bank, 

26 the state bank can lend an additional twenty percent of its 
27 capital and surplus if the obligations representing, the 
28 additional twenty percent are repayable within one business 
29 day after demand by the state bank. This provision would 
30 enable a state bank to lend its unneeded reserve funds without 
31 collateral on a day-to-day basis to other banks which otherwise 
32 are i.ndebted to the state bank for the maximum amount permitted 
33 under subsection 2 of section 524.904. 

34 Section 15 amends paragraph d of subsection 2. That 
35 paragraph presently authorizes a state bank to lend up to 
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1 twenty percent of its capital and surplus to an individual 
2 and up to twenty percent more of its capital and surplus to 
3 corporations which are owned and controlled by the individual, 
4 if the assets of the corporation are not relied up by the 
5 bank is deciding whether or not to extend credit to the 
6 individual. The amendment would authorize a state bank to 
7 credit to a corporation which owns or controls other 
8 corporations which are indebted to the bank to the same extent 
9 credit can be extended to an individual. 

10 Section 16 of the bill amends subsection 4 of section 
11 524.904. That subsection contains a series of "obligations" 
12 which are exempt for purposes of determing whether the sum 
13 of the obligations of any customer are within the maximum 
14 limits specified in subsection 2 of that section. Section 
15 16 adds another exempt category, being obligations of a 
16 corporation which the customer has endorsed or guaranteed, 
17 if, under rules promulgated by the superintendent, the 
18 financial conditions of the customer and of the corporation 
19 are adequate to secure the debts of both. 
20 Sections 17, 18 and 20 increase the maximum time or maximum 
21 amount of certain real property loans which may be made by 
22 state banks. 
23 Section 19 would permit a state bank to accept a policy 
24 of title insurance on property securing a loan and located 
25 in a state where title insurance is legal. Existing law 
26 requires a title opinion of an Iowa attorney, even on real 
27 estate located in another state. 
28 section 21 authorizes state banks to make loans secured 
29 by graduated payment mortgages, variable rate mortgages or 
30 reverse annuity mortgages. 
31 Graduated payment mortgages allow gradually increasing 
32 payments during the early years on a loan so that the initial 
33 payments may be lower than would otherwise be possible at 
34 a given interest rate. The rate of increase is limited, based 
35 on the number of years the payments may be increased and 
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payments could not be changed more often than once each year. 
Variable rate mortgages provide for a rate of interest 

which fluctuates in direct relation to a reference index. 
This section would authorize such loans, subject to the 
following limitations or conditions: The interest rate could 
not be adjusted more than once each year; the borrower would 
have a limited option of extending the term of the loan in 
lieu of making larger payments; the rate could not be increased 
more than one-half of one percentage point in anyone year; 
and the maximum increase during the life of the loan would 
be two and one-half percentage points. 

Reverse annuity mortgages loans provide for periodic 
payments to the borrower, rather than the typical lump-sum 
payment of loan proceeds. When the loan matures, the borrower 
repays the outstanding balance of principal and accrued 

16 interest. This section would authorize these loans, subject 
17 to the following conditions or limitations: The bank would 
18 obtain prior approval of the general terms and conditions 
19 to be used in these mortgages; the loan could be prepaid at 
20 any time without penalty; the lender would advise a prospective 
21 borrower of all conditions within the contract which could 
22 result in a foreclosure of the property; and the interest 
23 rate must be fixed. 
24 Except with respect to the length of terms and amortization, 
25 these loans could be subject to other provisions of chapter 
26 regulating loans by banks on real property. 
27 The bill would take effect July first following its 
28 enactment. 
29 

30 
31 
32 
33 
34 

35 
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HOUSE FILE 649 

j Amend House File 649 as fo110\-7S: 
2 1. Page 1, by inserting before line 1 the 
3 following: 
4 "Sec. Section five hundred twenty-four point 
5 two hundred eleven (524.211), subsections one (1) 
6 and t\VO (2), Code 1979, is amended to read as follows: 
7 1. No sum of money or property, as a gift or loan, 
8 or otherwise, shall be given or granted, directly 
9 or indirectly by a state bank, or by persons subject 

10 to chapters 533, 533A, 533B, 536, 536A, or any 
11 affiliate of a state bank or of such persons, or any 
12 director, officer, employee, member, owner, or partner 
13 of a state bank or of such persons, to the 
14 superintendent, deputy superintendent, an assistant 
15 or examiner, nor shall the superintendent, deputy 
16 superintendent, an assistant or examiner receive from 
17 a state bank or from persons subject to chapters 533,. 
18 533A, 533B, 536, and 536A, or any affiliate of a state 
19 bank or of such persons, or any director, officer, 
20 employee, member, owner, or partner of a state bank 
21 or of such persons, any sun of money or any property 
22 as a gift or loan, or otherwise, either directly or 
23 indirectly . 

• 
24 2. The deputy superintendent, any assistant or 
25 examiner, shall not perform any services for, nor 
26 be a shareholder, member, partner, owner, director, 
27 officer or employee of any bank or private bank, or 
28 of persons subject to chapters 533,. 533A, 533B, 536, 
29 or 536A, or of any affiliate of any bank, private 
30 bank or of any such persons. A violation of this 
31 subsection shall constitute grounds for discharge 
32 or suspension from employment or for reduction in 
33 rank or grade. 
34 Sec. Section five hundred twenty-four point 
35 t"TO hundred t\velve (524.212), Code 1979, is amended 
36 to read as follows: 
37 52L~. 212 PROHIBITION AGAIl~ST DISCLOSURE. An 
38 examiner shall not disclose to any person, other than 
39 the superintendent, deputy superintendent, and the 
40 person exa:mined, the name of any shareholder, member, 
41 partner, owner of, or borrO\wr from 1 or disc lose the 
42 nature of the collateral for any loan by any state 
43 banl: or persons subject to chapters 533, 533A, 533B, 
44 536, and 536A, or any affiliate of any state bank 
45 or of any such persons, or any other information 
46 relating to the business of any state bank or of any 
47 such persons, or any affiliate of any state bank or 
48 of any such persons, except when ordered to do so 

•
49 by a court of competent jurisdiction and then only 
50 in those instances referred to in suhsections 1, 2, I 
Page l'DYo --l 
H-3449 

1 and 3 of section 524.215." 
H-3449 FILED cJ~ 3j;r:,(tf. '1"1s-) 

MARCH 15, 1979 
BY SCHROEDER of Pottawattamie 

EVANS of Grundy 
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H-3257 HOUSE FILE 649 

1 Amend House File 6 lJ9 as fOllows: 
2 1. By strikipg page 13, line 15, through page 3 16, line 7 • 

. H- 3257 FILED Cid~ ..sjr, C, 995 ) .. 

FEBRUARY 27, 1979 BY SCHROEDER of Pottawattamie 

H-3354 

1 

HOUSE FILE 649 

2 
3 

Amend House File 649 as follows: 
7 by S triking lines 19 through 35. 1. Page , 30 

2. Page 8, by striking lines 1 through . 

H-3354 FILED q~ ,};f0 (~. 995) 
MARCH 8, 1979 

BY EVANS of rundy 
CHIODO of Polk 
SCHROEDER of Pottawattamie • 



I 

Home File 649 '~ 
.J~ • 

Commerce ... 
Holden, Chairperson· 
Bergman 
Robinson l .. 
---~. ~ 
~ U' 3.3, ~~ lfJ~ ~~:i 

Passed House, Date /(_@_ 

Vote: Ayes __ ~9~. ~ Nays 

Approved_ 

HOUSE FILE 

By COMMITTEE ON COH.HERCE. 

(As Amended and Passed by the House) 

A BILL FOR 
1 An Act to amend Iowa Banking Act provisions regarding state 

2 bank reports of condition, di~'ectors I qualifications, 

3 incorporation procedu=es, reserve requirements, property 

4 ownership, interest payments and loans. 

5 BE IT EHACTED BY THE GENERAL ASSEHBLY OF THE STATE OF IOWA: 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

House Amendments 

.. Stricken Language 

CPB-16200 2/73 



S.F. __ H.F. '49 

1 section 1. Section five hundred twenty-four point two 
2 hundred eleven (524.211), subsections one (1) and two (2), 
3 Code 1979, is amended to read as follows: 
4 1. No sum of money or property, as a gift or loan, or 
5 otherwise, shall be given or granted, directly or indirectly 
6 by a state bank, or by persons subject to chapters ;33; 533A, 
7 533B, 536, 536A, or any affiliate of a state bank or of such 
8 persons, or any director, officer, employee, member, owner, 
9 or partner of a state bank or of such persons, to the 

10 superintendent, deputy superintendent, an assistant or 
11 examiner, nor shall the superintendent, deputy superintendent, 
12 an assistant or examiner receive from a state bank or from 
13 persons subject to chapters ;33; 533A, 533B, 536, and 536A, 
14 or any affiliate of a state bank or of such persons, or any 
15 director, officer, employee, member, owner, or partner of 
16 a state bank or of such persons, any sum of money or any 
17 property as a gift or loan, or otherwise, either directly 
18 or indirectly. 
19 2. The deputy superintendent, any assistant or examiner, 
20 shall not perform any services for, nor be a shareholder, 
21 member, partner, owner, director, officer or employee of any 
22 bank or private bank, or of persons subject to chapters ;33; 
23 533A, 533B, 536, or 536A, or of any affiliate of any bank, 
24 private bank or of any such persons. A violation of this 
25 subsection shall constitute grounds for discharge or suspension 
26 from employment or for reduction in rank or grade. 
27 Sec. 2. Section five hundred twenty-four point two hundred 
28 twelve (524.212), Code 1979, is amended to read as follows: 
29 524.212 PROHIBITION AGAINST DISCLOSURE. An examiner shall 
30 not disclose to any person, other than the superintendent, 
31 deputy superintendent, and the person examined, the name of 
32 any shareholder, member, partner, owner of, or borrower from, 
33 or disclose the nature of the collateral for any loan by any 
34 state bank or persons subject to chapters 533; 533A, 533B, 
35 536, and 536A, or any affiliate of any state bank or of any 
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1 such persons, or any other information relating to the business 
-~"~---'-:=r::::=:> 

2 of any state bank or of any such persons, or any affiliate 
3 of any state bank or of any such persons, except when ordered 
4 to do so by a court of competent jurisdiction and then only 

Zi!7' 'xrr:rr~ r 

5 in those instances referred to in subsections 1, 2, and 3 
6 of section 524.215. 
7 Sec. 3. section five hundred twenty-four point two hundred 
8 twenty (524.220), subsection two (2), Code 1979, is amended 
9 to read as follows: . 

10 2. The statement shall be transmitted to the superintendent 
11 within ~eft thirty days after the receipt of a request for 
12 the statement from the superintendent. A statement shall 
13 be called for by the superintendent at least three times each 
14 year. 
15 Sec. 4. Section five hundred twenty-four point two hundred 
16 twenty (524.220), sUbsection three (3), Code 1979, is amended 
17 to read as follows: 
18 3. Within ~weR~Y forty days after the date of the receipt 
19 of the request for a statement of condition, the state bank 
20 shall cause the statement to be published once in a newspaper 
21 of general circulation in the municipal corporation or 
22 unincorporated area in which the state bank has its principal 
23 place of business, or if there is none, in a newspaper of 
24 general cir?ulation published in the county, or in a county 
25 adjoining the county, in which the state bank has its principal 
26 place of business. Proof of such publication by affidavit 
27 of the publisher of the newspaper in which it was made, shall 
28 be delivered to the superintendent and shall be conclusive 
29 evidence of the fact. 
30 Sec. 5. section five hundred twenty-four point three 
31 hundred four (524.304), Code 1979, is amended to read as 
32 follows: 
33 524.304 PUBLICATION OF NOTICE. The incorporators of a 
34 state bank shall publish notice of their intention to deliver, 
35 or the delivery of, the articles of incorporation to the 
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1 superintendent, once each week for two successive weeks in 
2 a newspaper of general circulation published in the municipal 
3 corporation which is proposed as the principal place of 
4 business of the state bank, or if there is none, a newspaper 
5 of general circulation published in the county, or in a county 
6 adjoining the county, in which the proposed state bank is 
7 to have its principal place of business. The first publication 
8 of the notice shall appear prior to, or within seveR ten (10) 

9 days after, the date of delivery of the articles of 
10 incorporation to the superintendent and shall set forth: 
11 1. The name of the proposed state bank. 
12 2. A statement that it is to be incorporated under this 
13 chapter. 
14 3. The purpose or purposes of the state bank. 
15 4. The names and addresses of the incorporators and of 
16 the members of the initial board of directors as they appear, 
17 or will appear, in the articles of incorporation. 
18 5. The date of the delivery of the articles of 
19 incorporation to the superintendent. 
20 6. If the incorporation of the state bank has been approved 
21 by the superintendent under section five hundred twenty-four 
22 point three hundred five (524.305), sUbsection six (6), the 
23 name and address of the bank with which the state bank will 
24 have merged or consolidated, or the assets of which the state 
25 bank will have acquired or the condition of which in some 
26 other way provided a purpose for the incorporation. 
27 Sec. 6. Section five hundred twenty-four point three 
28 hundred five (524.305), Code 1979, is amended to read as 
29 follows: 
30 524.305 APPROVAL BY SUPERINTENDENT. 
31 1. Upon receipt of an application for approval of a state 
32 bank the superintendent shall conduct such investigation as 
33 he deems necessary to ascertain whether: 
34 ~ a. The articles of incorporation and supporting items 
35 satisfy the requirements of this chapter. 
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~ b. The convenience and needs of the public will be 
served by the proposed state bank. 

3 c. The population density or other economic 
characteristics of the area primarily to be served by the 
proposed state bank afford reasonable promise of adequate 
support for the state bank. 

4 d. The character and fitness of the incorporators and 
of the members of the initial board of directors are such 
as to command the confidence of the community and to warrant 
the belief that the business of the proposed state bank will 
be honestly and efficiently conducted. 

5~. The capital structure of the proposed state bank 
is adequate in relation to the amount of the anticipated 
business of the state bank and the safety of prospective 
depositors. 

6 f. The proposed state bank will have sufficient personnel 
with adequate knowledge and experience to conduct the business 
of the state bank, and to administer fiduciary accounts, if 
the state bank 1S to be authorized to act in a fiduciary 
capacity. 

2. Within one hundred eighty days after receipt of the 
application for approval together with the items referred 
to in section 524.303, subsections 1 and 2, the superintendent 
shall make a determination whether to approve or disapprove 
the pending application on the basis of his investigation. 

3. within ninety days after the second pUblication of 
27 
28 

the notice referred to in section 524.304 any person opposing 
the pending application shall file written objections thereto 

29 with the superintendent. Following the expiration of the 
30 period referred to in the previous sentence and prior to 
31 making a determination on the pending application the 
32 superintendent shall, upon adequate notice, afford all 
33 interested persons, including the incorporators, an opportunity 
34 for a stenographically reported hearing during which such 
35 persons shall be allowed to present evidence in support of, 
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1 or in opposition to, the pending application. 
2 4. If the superintendent approves the pending application, 
3 he shall deliver the articles of incorporation, with his 
4 approval indicated thereon, to the secretary of state and 
5 notify the incorporators, and such other persons who requested 
6 in writing that they be notified, of such approval. If the 
7 superintendent disapproves the pending application he shall 
8 notify the incorporators of his action and the reason for 

his decision. 9 

10 5. The actions of the superintendent shall be subject 
11 to judicial review in accordance with the terms of the Iowa 
12 administrative procedure Act. The court may award damages 
13 to the incorporators if it finds that review is sought 
14 frivolously and in bad faith. 
15 6. Subsection three (3) of this section shall not apply 
16 if the superintendent finds that one of the purposes of the 
17 proposed state bank is the merger or consolidation with, or 
18 the purchase of some or all of the assets of and assumption 
19 of some or all of the liabilities of, a bank for which a 
20 receiver has been appointed or which has been ordered, by 
21 authorities of this state or the united States, to cease to 
22 carryon its business, or if the superintendent finds for 
23 any other reason that immediate action on the pending 
24 application is advisable in order to protect the interests 
25 of depositors or the assets of any other bank. 
26 7. Before receiving the decision of the superintendent 
27 with respect to the pending application the incorporators 
28 shall, upon notice, reimburse the superintendent to the extent 
29 of the expenses incurred by him in connection with the 
30 application. 
31 Sec. 7. Section five hundred twenty-four point three 
32 hundred seven (524.307), Code 1979, is amended to read as 
33 follows: 

34 524.307 ORGANIZATIONAL MEETING. After the issuance of 
35 the certificate of incorporation of a state bank, an 
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1 organizational meeting of the board of directors named in 
2 the articles of incorporation shall be held at the call of 
3 a majority of the incorporators for the purpose of adopting 
4 bylaws, if any are to be adopted, electing officers and the 
5 transaction of such other business as may properly come before 
6 the meeting. The incorporators calling the meeting shall 
7 give at least three days' notice thereof by mail to each 
8 director so named, except that any form of_actual notice or 
9 written waiver thereof shall be sufficient in the case of 

10 a state bank approved under the provisions of section five 
11 hundred twenty-four ~oint three hundred five (524.305), 

12 subsection six (6). wft:t:eft A notice shall state the time and 
13 place of the meeting. 
14 Sec. 8. section five hundred twenty-four point three 
15 hundred twelve (524.312), Code 1979, is amended by adding 
16 the following new subsection: 
17 NEW SUBSECTION. A state bank approved under the provisions 
18 of section five hundred twenty-four point thee hundred five 
19 (524.305), subsection six (6), shall not commence its business 
20 at any location other than within a municipal corporation 
21 or unincorporated area in which was located the principal 
22 place of business or an office of the bank whose condition 
23 was the basis for the superintendent authorizing incorporation 
24 of the new state bank. 
25 Sec. 9. section five hundred twenty-four point six hundred 
26 one (524.601), sUbsection one (1), Code 1979, is amended to 
27 read as follows: 
28 1. The business and affairs of a state bank shall be 
29 managed by a board of five or more directors eighteen years 
30 of age or older, a majority of whom shall be citizens of this 
31 state and all of whom shall be citizens of the United States. 
32 Ne-:t:aa:t:v:t:a~a±-efta~*-Be-e*:t:~:t:B~e-~e-eeF¥e-ae-a-a:t:~ee~eF-ef 

33 aay-8£a~e-saak-~R±ee8-fte-:t:s-~fte-eWReFT-~a-H~e-ewa-F:t:'H£T-!Fee 

34 ef-aay-±:t:eR-afta-eae~meFaRee;-ef-eeMMeR-eRaFee-~R-£He-e~a~e 

35 saak-ef-wa:t:eR-ae-:t:e-a-a:t:Fee£eF-aav:t:R,-a-~aF-va±He-e£-fte~-±eee 
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1 ~BaR-i~ve-BaBaFea-ee~~aFe? 

2 Sec. 10. Section five hundred twenty-four point six hundred 
3 twelve (524.612), sUbsection one (I), Code 1979, is amended 
4 to read as follows: 
5 1. The total obligations, as defined in sUbsection 1 of 
6 section 524.904, of a director to a state bank of which he 
7 is a director shall not exceed twenty percent of the capital 
8 and surplus of the state bank except that the total obligations 
9 of a director to a state bank of which he is a director shall 

10 not exceed forty percent of the capital and surplus of the 
11 state bank if the amount by which such obligations exceed 
12 twenty percent of the capital and surplus of the state bank 
13 shall consist of obligations described in e~B~aFa!FapBe-f~1T 
14 f~-h·-aBa-f31-ef paragraph "a" of subsection 2 of section 
15 524.904. A majority of the board of directors, voting in 
16 the absence of the applying director, shall give its prior 
17 approval to any obligation, as defined in subsection 1 of 
18 section 524.904, of a director to the state bank of which 
19 he is a director. The form of such approval shall be specified 
20 by the superintendent, and a copy recorded in the minutes 
21 of the board of directors. 
22 Sec. 11. Section five hundred twenty-four point seven 
23 hundred six (524.706), sUbsection one (I), paragraph a, Code 
24 1979, is amended to read as follows: 
25 1. a. An executive officer of a state bank may receive 
26 loans or extensions of credit from a state bank of which he 
27 is an executive officer, resulting in obligations as defined 
28 in section 524.904, subsection I, not exceeding, in the 
29 aggregate: 
30 (1) Such amount as the bank is permitted to lend pursuant 
31 to section 524.905, sUbsection 2, if, at the time such 
32 obligations is incurred, it is secured by a first lien on 
33 a dwelling which is expected, after the obligation is incurred, 
34 to be owned by the executive officer and used by him as his 
35 residence, provided that at the time the loan is made there 

-7-



S.F. __ H.F. t.y 1 

1 1S no other loan by the bank to the executive officer, under 
2 authority of this subparagraph, outstanding; and 
3 (2) An amount not exceeding an aggregate of ~eR twenty 
4 thousand dollars outstanding at anyone time, to finance the 
5 education of a child or children of the executive officer; 
6 and 
7 (3) Any other loans or extensions of credit which in 
8 aggregate do not at anyone time exceed f~ve ten thousand 

A':'A,2 dollars . 
. 10 Sec. 12. Section five hundred twenty-four point eight 

11 hundred three (524.803), sUbsection two (2), Code 1979, 1S 

12 amended to read as follows: 
13 2. The book value of all real and personal property 
14 acquired and held pursuant to this section, of all alterations 
15 to buildings on real property owned or leased by a state bank, 
16 of all shares in corporations acquired pursuant to paragraphs 
17 "c" and "d" of subsection 1 of this section, and of any and 
18 all obligations of such corporations to the state bank, shall 
19 not exceed ~weR~y-f~ve fifty percent of the capitalL aRe 
20 surplus and undivided profits of the state bank or such larger 
21 amount as may be approved by the superintendent. 
~ 

22 Sec. 13. Section five hundred twenty-four point eight 
Jj<'I?"',23 hundred five (524.805), subsection two (2), Code 1979, is 

24 repealed. 
'25 Sec. 15. Section five hundred twenty-four point nine 

a"1· 
;p~~- 26 hundred one (524.901), subsection two (2), Code 1979, is 
.f,p. 27 amended to read as follows: 

28 2. A state bank may invest for its own account in other 
29 readily marketable bonds or securities, with investment 
30 characteristics as defined by the superintendent by general 
31 regulation applicable to all state banks, subject to the 
32 following limitations: 
33 a. The total amount of such bonds or securities of any 
34 one issuer or obligor, other than revenue or improvement bonds 
35 issued by a municipality ~HfsHaR~-~e-see~~eR-4~9~~ and 
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1 subjected to separate investment limits under paragraphs lib II , 

2 "c", or "d ll of this subsection, shall not exceed twenty percent 
3 of the capital and surplus of the state bank. 
4 b. The total amount of special assessment improvement 
5 or refunding bonds which have been issued by a municipality 
6 under authority of section three hundred eighty·four point 
7 sixty-eight (384.68) and which are repayble from the proceeds 
8 of anyone levy shall not exceed twenty percent of the capital 
9 and surplus of the state bank. 

10 c. The total amount of revenue bonds and pledge orders 
11 which have been issued by a municipality under authority of 
12 chapter three hundred eighty-four (384), division five (V), 
13 and which are repayable from the revenues of anyone city 
14 utility, combined utility system, city enterprise or combined 
15 city enterprise shall not exceed twenty percent of the capital 
16 and surplus of the state bank. 
17 d. The total amount of revenue bonds issued by a 
18 municipality pursuant to section 419.2 which have been issued 
19 on behalf of anyone lessee, as defined in section 419.1, 
20 or which are guaranteed by anyone guarantor, or which are 
21 issued on behalf of or guaranteed by a corporation, a ten 
22 percent or greater ownership interest in which is held by 
23 or in common with a ±e88e~ lessee or guarantor, or any 
24 combination of the foregoing whereby the municipality could 
25 receive revenues for payment of such bonds from anyone person 
26 or any group of persons under common control, shall not exceed 
27 twenty percent of the capital and surplus of the state bank. 
28 e. A state bank shall obtain the express consent of the 
29 superintendent prior to investment by that bank of an amount 
30 in excess of twenty percent of its capital and surplus in 
31 bonds or securities issued by anyone municipality, regardless 
32 of the sources of funds proposed for repayment of the various 
33 bonds or securities. 
34 e f. No bond or security shall be eligible for investment 
35 by a state bank within this subsection if the bond or security 
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1 has been in default either as to principal or interest at 
2 any time within five years prior to the date of purchase. 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 

Sec. 16. Section five hundred twenty-four point nine 
hundred four (524.904), sUbsection two (2), paragraph a, Code 
1979, is amended by adding the following new subparagraph: 

NEW SUBPARAGRAPH. Obligations of a customer which is a 
bank, to the extent the obligations are repayable on demand 
or on the first business day following demand for repayment. 

Sec. 17. section five hundred twenty-four point nine 
hundred four (524.904), sUbsection two (2), paragraph d, Code 
1979, is amended to read as follows: 

d. The total obligations of anyone customer, WS9 which 
1S an individual or a corporation, to a state bank at any 
one time shall not exceed forty percent of the capital and 
surplus of the state bank if all of the amount by which such 
obligations exceed twenty percent of the capital and surplus 
of the state bank consists of amounts owed by one or more 
corporations of which the customer owns or controls more than 
fifty percent of the shares entitled to vote, or, if the 
customer is a corporation, of amounts owed by another 
corporation which owns or controls more than fifty percent 
of the shares of the customer entitled to vote, or of amounts 
owed by one or more other corporations more than fifty percent 
of the voting shares of each of which are owned or controlled 
by a person which also owns or controls more than fifty percent 
of the shares of the customer entitled to vote, provided 
however, when this paragraph applies: 

(1) The amounts owed by such customer shall not exceed 
twenty percent of the capital and surplus of the state bank. 

(2) The amounts owed by anyone or all of SHes the 
corporations other than the customer shall not exceed twenty 
percent of the capital and surplus of the state bank. 

33 
34 

(3) The shares, assets and any liabilities of any such 
corporation other than the customer shall not be included 

35 in the financial statement of such customer or otherwise 
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1 relied upon as a basis for a loan to such customer. 
2 (4) The assets or guarantee of such customer shall not 
3 be relied upon as a basis for a loan to any such corporation. 
4 (5) The proceeds of the amounts owed by the customer shall 
5 not be intermingled with or used for a common purpose with 
6 the proceeds of the amounts owed by the co;poration or 
7 corporations other than the customer. 
8 For the purposes of this paragraph, the term "amounts owed" 
9 means the amounts for the payment of which such customer or 

10 anyone or all such corporations are obligated, whether 
11 directly or indirectly, primarily or secondarily, to a state 
12 bank as a result of the exercise by the state bank of the 
13 powers conferred by section 524.902, but determined without 
14 reference to paragraphs "e", "f" and "g" of subsection 1 of 
15 this section. 
16 Sec. 18. section five hundred twenty-four point nine 
17 hundred four (524.904), SUbsection four (4), Code 1979, is 
18 amended by adding the following new paragraph: 
19 NEW PARAGRAPH. Obligations of a customer as endorser or 
20 guarantor for a corporation in which that customer owns or 
21 controls more than fifty percent of the shares entitled to 
22 vote, provided that under rules promulgated by the 
23 superintendent the customer and the corporation qualify as 

.24 separate customers because the assets and the demonstrated 
25 ability to generate income of the corporation and the customer 
26 taken together are adequate to secure and fund all outstanding 
27 and contemplated debt of the corporation and the customer. 
28 Sec. 19. Section five hundred twenty-four point nine 
29 hundred five (524.905), subsection one (I), Code 1979, is 
30 amended to read as follows: 
31 1. A state bank may make permanent loans or combined 
32 construction and permanent loans, secured by liens on 
33 residential real property housing more than two families, 
34 and on real property consisting of farmland, industrial, 
35 manUfacturing and commercial properties including a leasehold 
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1 in such properties. Any such loan may be made in an amount 
2 not to exceed seventy-five percent of the appraised value 
3 of the property offered as security and for a term not longer 
4 than ~weR~Y twenty-five (25) years, provided that the loan 
5 is secured by an amortized mortgage, deed of trust or other 
6 such instrument under the terms of which the installment 
7 payments are sufficient to amortize the entire principal of 
8 the loan within a period of not more than ~weR~Y twenty-five 
9 ~ years. In the case of a combined construction and 

10 permanent loan made pursuant to this subsection, the amount 
11 of the loan shall not exceed seventy-five percent of the value 
12 of the property upon completion of the construction. 
13 Sec. 20. section five hundred twenty-four point nine 
14 hundred five (524.905), sUbsection three (3), paragraph c, 
15 Code 1979, is amended to read as follows: 
16 c. Financing the acquisition and development of unimproved 
17 real property if the maturity of any such loan does not exceed 
18 three years from the date thereof and the amount of any such 
19 loan does not exceed eRe-Ra~f seventy-five (75) percent of 
20 the cost of the real property acquired for development plus 
21 eRe-Ra~f seventy-five (75) percent of the cost of development 
22 exclusive of the cost of construction of buildings. 
23 Sec. 21. section five hundred twenty-four point nine 
24 hundred five (524.905), sUbsection five (5), paragraph f, 

25 Code 1979, is amended to read as follows: 
26 f. The state bank shall obtain either a written opinion 
27 by an attorney admitted to practice in Iowa stating that the 
28 mortgage, deed of trust or similar instrument is a first lien 
29 on the real property, or a loan policy of title insurance 
30 written by an insurance company licensed to do business in 
31 the state in which the real property is located insuring the 
32 title to the real property and the validity and enforceability 
33 of the mortgage, deed of trust or similar instrument as a 
34 first lien on the real property. 
35 Sec. 22. Section five hundred twenty-four point nine 
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1 hundred five (524.905), sUbsection S1X (6), paragraph e, 
2 subparagraph three (3), Code 1979, is amended to read as 

3 follows: 
4 (3) On a financially responsible lessee of the real 
5 property provided that the lease shall be assigned to the 
6 state bank and the lease by its terms shall be sufficient 
7 to amortize the entire principal of the loan within a period 

8 of not more than ~weft~Y twenty-five ~~~~~~(~2~5~) years . 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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5-3308 
1 Amend House File 649 as runended, passed and 

~ 2 reprinted by the House as follows: 
! 3 . 1. Page 8, line 19, by striking the words "~wei'i~Y-
I 4 ~~ve fifty" and inserting in lieu thereof the word 
• 5 "twentv- five" • 
. S-3308 FILED :.:':'~~ 44 

" MARCH 28, 1979 Cr' // /<7) 
BY COMMITTEE ON COMMERCE 

EDGAR H. HOLDEN, CHAIRPERSON 

HOUSE FILE 649 j 1I 1 
S-3326 

1 Amend House File 649 as amended, passed and re-
'2 printed by the House as follows: 
3 1. Page 10, by striking lines 3 through 8 and 
4 inserting in lieu thereof the following: 
5 "Sec. Section five hundred twenty-four point 
6 nine hundred four (524.904), subsection four (4), 
7 Code 1979, is amended by striking paragraph g and 
8 inserting in lieu thereof the following: 
9 g. Obligations of a customer which is a bank to 

10 the extent the obligations are repayable on demand 
11 or on the first business day following demand for 
12 repayment. " 

S-3326 FILED- a.~ 'f/~ C, /1.2.0)BY EDGAR H. HOLDEN 
MARCH 29, 1979 

S-34l6 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

Amend House File 649 as amended, passed, and 
reprinted by the House as follows: 

1. Page 8, by striking lines 22 through 24 
and inserting in lieu thereof the following: 

"Sec. 13. Section five hundred twenty-four 
point eight hundred five (524.805), subsection 
two (2), Code 1979, is amended by striking 
subsection and inserting in lieu thereof the 
following: 

"However, interest paid on a demand account 
shall not exceed a rate which exceeds the maximum 
interest rate which Iowa state banks insured by the 
federal deposit insurance corporation are 
permitted by federal law to pay on insured passbook 
savings account." 

S-3416 FILED & A~ED (t" //.2<» BY CLOYD E. ROBINSON 
APRIL 6. 1979 
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S-34l9 
1 Awend House File 649 as amended, passed and 
2 reprinted by the House as foJloHs: 
3 1. By striking page 8, Ilnc 25 through page 10, 
4 line 2. 

S-34l9 FILED & LOST (f· 11'<0) 

APRIL 6, 1979 
BY PATRICK J. DELUHERY 

I "nm lZ· . en pm ; -VI 

• $ P A IX 4i4 g 

HOUSE FILE 649 
S-342] 

1 . Amend House File 649 as amended, passed and 
2 reprinted by the House as follows: . 

:;:pt44 e .. 4W Ei4f#;;:;.iAk Q¢. ~._ •. ) 

3 1. Page 8, by inserting after line 9 the following: 
4 "Sec. section five hundred twenty-four point 
5 seven hundred ten (524.710), Code 1979, is amended 
6 by adding the following new subsection: 
7 NEW SUBSECTION. Engage on behalf of the bank, 
8 whether on the premises of the bank or elsewhere, 
9 in acts or practices for which a license is required 

10 under chapter one hundred seventeen (117) of the Code. 
11 However, this subsection does not prohibit the exercise 
12 of any fiduciary power or duty with respect to property 
13 which is held by the bank in a fiduciary capacity; 
14 and this subsection does not apply if the bank is 
15 located in a city having a populatin of one thbusand 
16 or less. 1f 

S-342l FILED 
APRIL 6, 1979 
RULED OUT OF ORDER (~.//:u) 

BY ARNE WALDSTEIN 
BOB CARR 
SUE YENGER 
CLOYD ROBINSON 
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H-3825 

1 
2 

/f04Y >3 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 

!./ of.! ~1 7 

18 
19 
20 
21 
22 
23 
24 
25 

HOUSE FILE 649 

SENATE AMENDMENT TO 
HOUSE FILE 649 

]\i:ic.:'ld JJOL1SC 1".110 l;4J as am~ndeJ, pussed anCl 
rqll- j llt-eLi by th(~ 110u;:;e u.s folluds: 

1. Pd~;e 8, :iinc 1:), lJy striking tile words "-t-I";'t::fl"c.j­

f±'it: fifty" anLi insGrting in lieu thereof ble worus 
" twen-fj- fIve" . 

2. Page B, by striking lines 22 through 24 and 
inserting in lieu thereof ~le following: 

"Sec. 13. Section fiv~ hundred twenty-four point 
eight hundred five (~24.d05), subsection two (2), 
Code 1979, is araended by stri}~ing the sUDsection and 
inserti!lg in lieu tllereof tile following: 

However, interest paid on a demand account shall 
not exceed a rate wllicll exceeds the maximum interest 
rate which Iowa state banks insured by the federal 
deposit insurance corporation are permitted by federal 
law to pay on insured passbook savings accounts." 

3. Pdge 10, Dy striking lines 3 through d and 
inserting in lieu thereof tne following: 

"Sec. Seccion five "lUndred t-denty-four point 
nine hundred four (524.904), subsection four (4), 
Cooe 1979, is af!1ended by striking paragraph g and 
ins~rting in lieu thereof tne following: 

g. ODligatio~s of a customer wnicn is a bank to 
ti1e extent the olJliga tions are repayaI)le on demand 
or on the first business uay foJlowing demand for 

H-3825 FILED 
APRIL 10, 1979 

RECEIVED FROM THE SENATE .1 ( lio~) 
tJ~~ClI ~ 4/ao f· 

• 
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PAGE SEVEN 
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HOUSE FILE 649 
- H-4048 JtIt 1 Amend the Senate amendment, H-3825, to House File 

2 649 as amended, passed and reprinted by the House 
3 as follows: 
4 1. Page 1, by inserting after line 2 the 
5 following: 
6 " Page 1, by inserting before line 1 the 
7 following: 
8 "Section L. Chapter three hundred twenty-one (321), 
9 Code 1979, Is amended by adding the follo\<Ting new 

10 sect-ion: 
11 NEW SECTION. SEMITRAILER RETAIL INSTALil'illNT 
12 CONTRACT--FINANCE CHARGES. Notuithstanding the 
13 provisions of any other law, a retail installment 
14 contract or agreement for the sale of a semitrailer 
15 may include a finance charge not in excess of the 
16 following rates: 
17 Class 1. Any new semitrailer designated by the 
18 manufacturer by a year model not earlier than the 
19 year in which the sale is made, an amount equivalent 
20 to one and one-fourth percent per month simple interest 
21 on the declining balance of the amount financed. 
22 Class 2. Any new semitrailer not in Class 1 and 
23 any used semi-trailer designated by the manufacturer 
24 by a year model of the same or not more than tvlO years 

"~5 prior to the year in which the sale is made, an amount 
~26 equivalent to one and three-fourths percent per month 

27 simple interest on the declining balance of the amount 
28 financed. 
29 Class 3. Any used semitrailer not in Class 2 and 
30 designated by the manufacturer by a year model more 
31 than two years prior to the year in which the sale 
32 is made, an amount equivalent to two and one-fourth 
33 percent per month simple interest on the declining 
34 balance of the amount financed. 
35 Amount financed shall be as defined in section 
36 five hundred thirty-seven point one thousand three 
37 hundred one (537.1301) of the Code. lin 

H-.104@ FILED 4d~ ~6(if·/g~~) BY OlKANE of Woodbury 
APRIL 20, 1979 

I 
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SENATE CLIP SHEET 

MAY 3, 1979 

HOUSE AMENDMENT TO SENATE AMENDMENT TO HOUSE FILE 649 

1 Amend the Senate amendment, H-3825, to House File 649 
2 as amended, passed and reprinted by the House as 
3 follows: 
4 1. Page 1, by inserting after line 2 the following: 
5" Page 1, by inserting before line 1 the 
6 following: 
7 "Section 1. Chapter three hundred twenty-one 
8 (32l), Code 1979, is amended by adding the following 
9 new section: 

10 NEW SECTION. SEMITRAILER RETAIL INSTALLMENT 
11 CONTRACT--FINANCE CHARGES. Notwithstanding the 
12 provisions of any other law, a retail installment 
13 contract or agreement for the sale of a semitrailer 
14 may include a finance charge not in excess of the 
15 following rates: 
16 Class 1. Any new semitrailer designated by the 
17 manufacturer by a year model not earlier than the 
18 year in which the sale is made, an amount equivalent 
19 to one and one-fourth percent per month simple interest 
20 on the declining balance of the amount financed. 
21 Class 2. Any new semitrailer not in Class 1 and 
22 any used semi-trailer designated by the manufacturer 

~23 by a year model of the same or not more than two years 
"'24 prior to the year in which the sale is made, an amount 

25 equivalent to one and three-fourths percent per month 
26 simple interest on the declining balance of the amount 
27 financed. 
28 Class 3. Any used semitrailer not in Class 2 and 
29 designated by the manufacturer by a year model more 
30 than two years prior to the year in which the sale 
31 is made, an amount equivalent to two and one-fourth 
32 percent per month simple interest on the declining 
33 balance of the amount financed. 
34 Amount financed shall be as defined in section 
35 five hundred thirty-seven point one thousand three 
36 hundred one (537.l30l) of the Code."" 
37 2. Page 1, by inserting after line 16 the 
38 following: 
39" Page 8, by inserting after line 24 the 
40 following: 
41 "Sec. Section five hundred twenty-four point 
42 eight hundred fourteen (524.8l4), subsection one (I), 
43 Code 1979, is amended to read as follows: 
44 1. To secure deposits when a customer is required 
45 to obtain such security by the laws of the United 
46 States, by any agency or instrumentality of the United 
47 States, by the laws of the state of Iowa, by the state 

~-48 board of regents, by a resolution or ordinance relating 
.., 49 to the issuance of bonds, by the terms of any 

50 interstate compact or by order of any court of 
PAGE 2 

1 competent jurisdiction. '"' 
2 3. Renumbering paragraphs of the amendment in 
3 conformity with this amendment. 
S-3676 FILED MAY 2, 1979 

.~~~~ 
RECEIVED FROM THE HOUSE <{J- (1- I~;l-?) 



HOUSE FILE 649 

AN ACT 

TO AMEND IOWA BANKING ACT PROVISIONS REGARDING STATE BANK 

REPORTS OF CONDITION, DIRECTORS' QUALIFICATIONS, INCOR­

PORATION PROCEDURES, RESERVE REQUIREMENTS, PROPERTY 

OWNERSHIP, INTEREST PAYMENTS AND LOANS. 

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

Section 1. Chapter three hundred twenty-one (321), Code 

1979, is amended by adding the following new section: 

NEW SECTION. SEMITRAILER RETAIL INSTALLMENT CONTRACT-­

FINANCE CHARGES. Notwithstanding the provisions of any other 

law, a retail installment contract or agreement for the sale 

of a semitrailer may include a finance charge not in excess 

of the following rates: 

Class 1. Any new semitrailer designated by the manufacturer 

by a year model not earlier than the year in which the sale 

is made, an amount equivalent to one and one-fourth percent 

per month simple interest on the declining balance of the 

amount financed. 

Class 2. Any new semitrailer not in Class 1 and any used 

semitrailer designated by the manufacturer by a year model 

of the same or not more than two years prior to the year in 

which the sale is made, an amount equivalent to one and three­

fourths percent per month simple interest on the declining 

balance of the amount financed. 

Class 3. Any used semitrailer not in Class 2 and designated 

by the manufacturer by a year model more than two years prior 

to the year in which the sale is made, an amount equivalent 

to two and one-fourth percent per month simple interest on 

the declining balance of the amount financed. 

h·",",-" "."" 

House File 649, P. 2 

Amount financed shall be as defined in section five hundred 

thirty-seven point one thousand three hundred one (537.1301) 

of the Code. 

Sec. 2. Section five hundred twenty-four point two hundred 

eleven (524.211), subsections one (1) and two (2), Code 1979, 

is amended to read as follows: 

1. No sum of money or property, as a gift or loan, or 

otherwise, shall be given or granted, directly or indirectly 

by a state bank, or by persons subject to chapters 533, 533A, 

533B, 536, 536A, or any affiliate of a state bank or of such 

persons, or any director, officer, employee, member, owner, 

or partner of a state bank or of such persons, to the 

superintendent, deputy superintendent, an assistant or 

examiner, nor shall the superintendent, deputy superintendent, 

an assistant or examiner receive from a state bank or from 

persons subject to chapters 533, 533A, 533B, 536, and 536A, 

or any affiliate of a state bank or of such persons, or any 

director, officer, employee, member, owner, or partner of 

a state bank or of such persons, any sum of money or any 

property as a gift or loan, or otherwise, either directly 

or indirectly. 

2. The deputy superintendent, any assistant or examiner, 

shall not perform any services for, nor be a shareholder, 

member, partner, owner, director, officer or employee of any 

bank or private bank, or of persons subject to chapters 533, 

533A, 533B, 536, or 536A, or of any affiliate of any bank, 

private bank or of any such persons. A violation of this 

subsection shall constitute grounds for discharge or suspension 

from employment or for reduction in rank or grade. 

Sec. 3. section five hundred twenty-four point two hundred 

twelve (524.212), Code 1979, is amended to read as follows: 

524.212 PROHIBITION AGAINST DISCLOSURE. An examiner shall 

not disclose to any person, other than the superintendent, 

deputy superintendent, and the person examined, the name of 

any shareholder, member, partner, owner of, or borrower from, 

or disclose the nature of the collateral for any loan by any 

state bank or persons subject to chapters 533, 533A, 533B, 

'I 
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536, and 536A, or any affiliate of any state bank or of any 

such persons, or any other information relating to the business 

of any state bank or of any such persons, or any affiliate 

of any state bank or of any such persons, except when ordered 

to do so by a court of competent jurisdiction and then only 

in those instances referred to in subsections 1, 2, and 3 

of section 524.215. 

Sec. 4. section five hundred twenty-four point two hundred 

twenty (524.220), subsection two (2), Code 1979, is amended 

to read as follows: 

2. The statement shall be transmitted to the superintendent 

within ~eR thirty days after the receipt of a request for 

the statement from the superintendent. A statement shall 

be called for by the superintendent at least three times each 

year. 

Sec. 5. section five hundred twenty-four point two hundred 

twenty (524.220), subsection three (3), Code 1979, is amended 

to read as follows: 

3. Within ~weR~Y forty days after the date of the receipt 

of the request for a statement of condition, the state bank 

shall cause the statement to be published once in a newspaper 

of general circulation in the municipal corporation or 

unincorporated area in which the state bank has its principal 

place of business, or if there is none, in a newspaper of 

general circulation published in the county, or in a county 

adjoining the county, in which the state bank has its principal 

place of business. Proof of such publication by affidavit 

of the publisher of the newspaper in which it was made, shall 

be delivered to the superintendent and shall be conclusive 

evidence of the fact. 

Sec. 6. section five hundred twenty-four point three 

hundred four (524.304), Code 1979, is amended to read as 

follows: 

524.304 PUBLICATION OF NOTICE. The incorporators of a 

state bank shall publish notice of their intention to deliver, 

or the delivery of, the articles of incorporation to the 

superintendent, once each week for two successive weeks in 

House File 649, P. 4 

a newspaper of general circulation published in the municipal 

corporation which is proposed as the principal place of 

business of the state bank, or if there is none, a newspaper 

of general circulation published in the county, or in a county 

adjoining the county, in which the proposed state bank is 

to have its principal,place of business. The first publication 

of the notice shall appear prior to, or within seveR ten days 

after, the date of delivery of the articles of incorporation 

to the superintendent and shall set forth: 

1. The name of the proposed state bank. 

2. A statement that it is to be incorporated under this 

chapter. 

3. The purpose or purposes of the state bank. 

4. The names and addresses of the incorporators and of 

the members of the initial board of directors as they appear, 

or will appear, in the articles of incorporation. 

5. The date of the delivery of the articles of 

incorporation to the superintendent. 

6. If the incorporation of the state bank has been approved 

by the superintendent under section five hundred twenty-four 

point three hundred five (524.305), subsection six (6), the 

name and address of the bank with which the state bank will 

have merged or consolidated, or the assets of which the state 

bank will have acquired or the condition of which in some 

other way provided a purpose for the incorporation. 

Sec. 7. Section five hundred twenty-four point three 

hundred five (524.305), Code 1979, is amended to read as 

follows: 

524.305 APPROVAL BY SUPERINTENDENT. 

~ Upon receipt of an application for approval of a state 

bank the superintendent shall conduct such investigation as 

he deems necessary to ascertain whether: 

~~. The articles of incorporation and supporting items 

satisfy the requirements of this chapter. 

2 Q. The convenience and needs of the public will be 

served by the proposed state bank. 

\; 
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3 £. The population density or other economic 

characteristics of the area primarily to be served by the 

proposed state bank afford reasonable promise of adequate 

support for the state bank. 

4~. The character and fitness of the incorporators and 

of the members of the initial board of directors are such 

as to command the confidence of the community and to warrant 

the belief that the business of the proposed state bank will 

be honestly and efficiently conducted. 

5~. The capital structure of the proposed state bank 

is adequate in relation to the amount of the anticipated 

business of the state bank and the safety of prospective 

depositors. 

6!. The proposed state bank will have sufficient personnel 

with adequate knowledge and experience to conduct the business 

of the state bank, and to administer fiduciary accounts, if 

the state bank is to be authorized to act in a fiduciary 

capacity. 

~ within one hundred eighty days after receipt of the 

application for approval together with the items referred 

to in section 524.303, subsections 1 and 2, the superintendent 

shall make a determination whether to approve or disapprove 

the pending application on the basis of his investigation. 

~ Within ninety days after the second publication of 

the notice referred to in section 524.304 any person opposing 

the pending application shall file written objections thereto 

with the superintendent. Following the expiration of the 

period referred to in the previous sentence and prior to 

making a determination on the pending application the 

superintendent shall, upon adequate notice, afford all 

interested persons, including the incorporators, an opportunity 

for a stenographically reported hearing during which such 

persons shall be allowed to present evidence in support of, 

or in opposition to, the pending application. 

~ If the superintendent approves the pending application, 

he shall deliver the articles of incorporation, with his 

approval indicated thereon, to the secretary of state and 
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notify the incorporators, and such other persons who requested 

in writing that they be notified, of such approval. If the 

superintendent disapproves the pending application he shall 

notify the incorporators of his action and the reason for 

his decision. 

~ The actions of the superintendent shall be subject 

to judicial review in accordance with the terms of the Iowa 

administrative procedure Act. The court may award damages 

to the incorporators if it finds that review is sought 

frivolously and in bad faith. 

6. Subsection three (3) of this section shall not apply 

if the superintendent finds that one of the purposes of the 

proposed state bank is the merger or consolidation with, or 

the purchase of some or all of the assets of and assumption 

of some or all of the liabilities of, a bank for which a 

receiver has been appointed or which has been ordered, by 

authorities of this state or the united states, to cease to 

carryon its business, or if the superintendent finds for 

any other reason that immediate action on the pending 

application is advisable in order to protect the interests 

of depositors or the assets of any other bank. 

~ Before receiving the decision of the superintendent 

with respect to the pending application the incorporators 

shall, upon notice, reimburse the superintendent to the extent 

of the expenses incurred by him in connection with the 

application. 

Sec. 8. Section five hundred twenty-four point three 

hundred seven (524.307), Code 1979, is amended to read as 

follows: 

524.307 ORGANIZATIONAL MEETING. After the issuance of 

the certificate of incorporation of a state bank, an 

organizational meeting of the board of directors named in 

the articles of incorporation shall be held at the call of 

a majority of the incorporators for the purpose of adopting 

bylaws, if any are to be adopted, electing officers and the 

transaction of such other business as may properly come before 

the meeting. The incorporators calling the meeting shall 

:J: 
:n 
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give at least three days' notice thereof by mail to each 

director so named, except that any form of actual notice or 

written waiver thereof shall be sufficient in the case of 

a state bank approved under the provisions of section five 

hundred twenty-four point three hundred five (524.305), 

subsection six (6). wft~eft ~ notice shall state the time and 

place of the meeting. 

Sec. 9. section five hundred twenty-four point three 

hundred twelve (524.312), Code 1979, is amended by adding 

the following new subsection: 

NEW SUBSECTION. A state bank approved under the provisions 

of section five hundred twenty-four point three hundred five 

(524.305), subsection six (6), shall not commence its business 

at any location other than within a municipal corporation 

or unincorporated area in which was located the principal 

place of business or an office of the bank whose condition 

was the basis for the superintendent authorizing incorporation 

of the new state bank. 

Sec. 10. Section five hundred twenty-four point six hundred 

one (524.601), SUbsection one (1), Code 1979, is amended to 

read as follows: 

1. The business and affairs of a state bank shall be 

managed by a board of five or more directors eighteen years 

of age or older, a majority of whom shall be citizens of this 

state and all of whom shall be citizens of the United States. 

Ne-~Ra~v~aHa±-Sfta±±-Be-e±~~~B±e-~e-sefve-as-a-a~fee~ef-e~ 

aRy-s~a~e-BaRk-HR±eSS-fte-~s-~fte-eWRef7-~R-ft~S-eWR-f~~ft~7-~fee 

e~-aRy-±~eR-aRa-eReHffiBfaRee7-e~-eeffiffieR-SftafeS-~R-~fte-S~a~e 

BaRk-e~-wft~eft-fte-~S-a-a~fee~ef-ftaV~R~-a-~af-va±He-e~-Re~-±ess 

~aR-~~ve-RHRafea-ae±±afs~ 

Sec. 11. Section five hundred twenty-four point six hundred 

twelve (524.612), subsection one (1), Code 1979, is amended 

to read as follows: 

1. The total obligations, as defined in subsection 1 of 

section 524.904, of a director to a state bank of which he 

is a director shall not exceed twenty percent of the capital 

and surplus of the state bank except that the total obligations 
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of a director to a state bank of which he is a director shall 

not exceed forty percent of the capital and surplus of the 

state bank if the amount by which such obligations exceed 

twenty percent of the capital and surplus of the state bank 

shall consist of obligations described in sHB~afa~fa~Rs-f±17 

til17-aRa-t31-e~ paragraph "a" of subsection 2 of section 

524.904. A majority of the board of directors, voting in 

the absence of the applying director, shall give its prior 

approval to any obligation, as defined in subsection 1 of 

section 524.904, of a director to the state bank of which 

he is a director. The form of such approval shall be specified 

by the superintendent, and a copy recorded in the minutes 

of the board of directors. 

Sec. 12. section five hundred twenty-four point seven 

hundred six (524.706), subsection one (1), paragraph a, Code 

1979, is amended to read as follows: 

1. a. An executive officer of a state bank may receive 

loans or extensions of credit from a state bank of which he 

is an executive officer, resulting in obligations as defined 

in section 524.904, subsection 1, not exceeding, in the 

aggregate: 

(1) Such amount as the bank is permitted to lend pursuant 

to section 524.905, subsection 2, if, at the time such 

obligations is incurred, it is secured by a first lien on 

a dwelling which is expected, after the obligation is incurred, 

to be owned by the executive officer and used by him as his 

residence, provided that at the time the loan is made there 

is no other loan by the bank to the executive officer, under 

authority of this subparagraph, outstanding; and 

(2) An amount not exceeding an aggregate of ~eR twenty 

thousand dollars outstanding at anyone time, to finance the 

education of a child or children of the executive officer; 

and 

(3) Any other loans or extensions of credit which in 

aggregate do not at anyone time exceed ~~ve ten thousand 

dollars. 
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Sec. 13. section five hundred twenty-four point eight 

hundred three (524.803), subsection two (2), Code 1979, is 

amended to read as follows: 

2. The book value of all real and personal property 

acquired and held pursuant to this section, of all alterations 

to buildings on real property owned or leased by a state bank, 

of all shares in corporations acquired pursuant to paragraphs 

"c" and "d" of subsection 1 of this section, and of any and 

all obligations of such corporations to the state bank, shall 

not exceed twenty-five percent of the capitalL aHa surplus 

and undivided profits of the state bank or such larger amount 

as may be approved by the superintendent. 

Sec. 14. section five hundred twenty-four point eight 

hundred five (524.805), subsection two (2), Code 1979, is 

amended by striking the subsection and inserting in lieu 

thereof the following: 

2. However, interest paid on a demand account shall not 

exceed a rate which exceeds the maximum interest rate which 

Iowa state banks insured by the federal deposit insurance 

corporation are permitted by federal law to pay on insured 

passbook savings accounts. 

Sec. 15. Section five hundred twenty-four point eight 

hundred fourteen (524.814), subsection one (1), Code 1979, 

is amended to read as follows: 

1. To secure deposits when a customer is required to 

obtain such security by the laws of the united States, ey 
any agency or instrumentality of the united States, by the 

laws of the state of Iowa, by the state board of regents, 

by a resolution or ordinance relating to the issuance of 

bonds, by the terms of any interstate compact or by order 

of any court of competent jurisdiction. 

Sec. 16. section five hundred twenty-four point nine 

hundred one (524.901), subsection two (2), Code 1979, is 

amended to read as follows: 

2. A state bank may invest for its own account in other 

readily marketable bonds or securities, with investment 

characteristics as defined by the superintendent by general 
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regulation applicable to all state banks, subject to the 

following limitations: 

a. The total amount of such bonds or securities of any 

one issuer or obligor, other than revenue or improvement bonds 

issued by a municipality ~HfeHaH~-~e-eee~~eH-4~9~e and 

subjected to separate investment limits under paragraphs "b", 

"c", or "d" of this subsection, shall not exceed twenty percent 

of the capital and surplus of the state bank. 

b. The total amount of special assessment improvement 

or refunding bonds which have been issued by a municipality 

under authority of section three hundred eighty-four point 

sixty-eight (384.68) and which are repayable from the proceeds 

of anyone levy shall not exceed twenty percent of the capital 

and surplus of the state bank. 

c. The total amount of revenue bonds and pledge orders 

which have been issued by a municipality under authority of 

chapter three hundred eighty-four (384), division five (V), 

and which are repayable from the revenues of anyone city 

utility, combined utility system, city enterprise or combined 

city enterprise shall not exceed twenty percent of the capital 

and surplus of the state bank. 

~ The total amount of revenue bonds issued by a 

municipality pursuant to section 419.2 which have been issued 

on behalf of anyone lessee, as defined in section 419.1, 

or which are guaranteed by anyone guarantor, or which are 

issued on behalf of or guaranteed by a corporation, a ten 

percent or greater ownership interest in which is held by 

or in common with a ~eeeef lessee or guarantor, or any 

combination of the foregoing whereby the municipality could 

receive revenues for payment of such bonds from anyone person 

or any group of persons under common control, shall not exceed 

twenty percent of the capital and surplus of the state bank. 

~ A state bank shall obtain the express consent of the 

superintendent prior to investment by that bank of an amount 

in excess of twenty percent of its capital and surplus in 

bonds or securities issued by anyone municipality, regardless 

of the sources of funds proposed for repayment of the various 

bonds or securities. 

::c 
:n 

! 
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e f. No bond or security shall be eligible for investment 

by a state bank within this subsection if the bond or security 

has been in default either as to principal or interest at 

any time within five years prior to the date of purchase. 

Sec. 17. Section five hundred twenty-four point nine 

hundred four (524.904), subsection four (4), Code 1979, is 

amended by striking paragraph g and inserting in lieu thereof 
the following: 

g. Obligations of a customer which is a bank to the extent 

the obligations are repayable on demand or on the first 

business day following demand for repayment. 

Sec. 18. Section five hundred twenty-four point nine 

hundred four (524.904), subsection two (2), paragraph d, Code 

1979, is amended to read as follows: 

d. The total obligations of anyone customer, was which 

is an individual or a corporation, to a state bank at any 

one time shall not exceed forty percent of the capital and 

surplus of the state bank if all of the amount by which such 

obligations exceed twenty percent of the capital and surplus 

of the state bank consists of amounts owed by one or more 

corporations of which the customer owns or controls more than 

fifty percent of the shares entitled to vote, or, if the 

customer is a corporation, of amounts owed by another 

corporation which owns or controls more than fifty percent 

of the shares of the customer entitled to vote, or of amounts 

owed by one or more other corporations more than fifty percent 

of the voting shares of each of which are owned or controlled 

by a person which also owns or controls more than fifty percent 

of the shares of the customer entitled to vote, provided 

however, when this paragraph applies: 

(1) The amounts owed by such customer shall not exceed 

twenty percent of the capital and surplus of the state bank. 

(2) The amounts owed by anyone or all of SHea the 

corporations other than the customer shall not exceed twenty 

percent of the capital and surplus of the state bank. 

(3) The shares, assets and any liabilities of any such 

corporation other than the customer shall not be included 

House File 649, P. 12 

in the financial statement of such customer or otherwise 

relied upon as a basis for a loan to such customer. 

(4) The assets or guarantee of such customer shall not 

be relied upon as a basis for a loan to any such corporation. 

(5) The proceeds of the amounts owed by the customer shall 

not be intermingled with or used for a common purpose with 

the proceeds of the amounts owed by the corporation or 
corporations other than the customer. 

For the purposes of this paragraph, the term "amounts owed" 

means the amounts for the payment of which such customer or 

anyone or all such corporations are obligated, whether 

directly or indirectly, primarily or secondarily, to a state 

bank as a result of the exercise by the state bank of the 

powers conferred by section 524.902, but determined without 

reference to paragraphs "e", "f" and "g" of subsection 1 of 

this section. 

Sec. 19. section five hundred twenty-four point nine 

hundred four (524.904), subsection four (4), Code 1979, is 

amended by adding the following new paragraph: 

NEW PARAGRAPH. Obligations of a customer as endorser or 

guarantor for a corporation in which that customer owns or 

controls more than fifty percent of the shares entitled to 

vote, provided that under rules promulgated by the 

superintendent the customer and the corporation qualify as 

separate customers because the assets and the demonstrated 

ability to generate income of the corporation and the customer 

taken together are adequate to secure and fund all outstanding 

and contemplated debt of the corporation and the customer. 

Sec. 20. Section five hundred twenty-four point nine 

hundred five (524.905), subsection one (1), Code 1979, is 

amended to read as follows: 

1. A state bank may make permanent loans or combined 

construction and permanent loans, secured by liens on 

residential real property housing more than two families, 

and on real property consisting of farmland, industrial, 

manufacturing and commercial properties including a leasehold 

in such properties. Any such loan may be made in an amount 

., 
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not to exceed seventy-five percent of the appraised value 

of the property offered as security and for a term not longer 

than ~weR~Y twenty-five years, provided that the loan is . 

secured by an amortized mortgage, deed of trust or other such 

instrument under the terms of which the installment payments 

are sufficient to amortize the entire principal of the loan 

within a period of not more than ~weR~Y twenty-five years. 

In the case of a combined construction and permanent loan 

made pursuant to this subsection, the amount of the loan shall 

not exceed seventy-five percent of the value of the property 

upon completion of the construction. 

Sec. 21. section five hundred twenty-four point nine 

hundred five (524.905), subsection three (3), paragraph c, 

Code 1979, is amended to read as follows: 

c. Financing the acquisition and development of unimproved 

real property if the maturity of any such loan does not exceed 

three years from the date thereof and the amount of any such 

loan does not exceed eRe-ka~f seventy-five percent of the 

cost of the real property acquired for development plus efte­

ka~f seventy-five percent of the cost of development exclusive 

of the cost of construction of buildings. 

Sec. 22. Section five hundred twenty-four point nine 

hundred five (524.905), subsection five (5), paragraph f, 

Code 1979, is amended to read as follows: 

f. The state bank shall obtain either a written opinion 

by an attorney admitted to practice in Iowa stating that the 

mortgage, deed of trust or similar instrument is a first lien 

on the real property, or a loan policy of title insurance 

written by an insurance company licensed to do business in 

the state in which the real property is located insuring the 

title to the real property and the validity and enforceability 

of the mortgage, deed of trust or similar instrument as a 

first lien on the real property. 

Sec. 23. Section five hundred twenty-four point nine 

hundred five (524.905), SUbsection six (6), paragraph e, 

subparagraph three (3), Code 1979, is amended to read as 

follows: 
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(3) On a financially responsible lessee of the real 

property provided that the lease shall be assigned to the 

state bank and the lease by its terms shall be sufficient 

to amortize the entire principal of the loan within a period 

of not more than ~weft~Y twenty-five years. 
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