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which must be met by a savings and loan association or savings
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Sectionqtixtgzction 12C.1, subsection 2, paragraph ¢, Code
1999, is amended to read as follows:

c. "Bank" means a corporation engaged in the business of
banking authorized by law to receive deposits and whose
deposits are insured by the bank insurance fund of the federal
deposit insurance corporation and includes any office of a
bank. "Bank" also means a savings and loan,

Sec. 2. Section 12C.1, subsection 2, paragraph f, Code
1999, is amended to read as follows:

f. "Financial institution" means a bankj-savings-and-lean;
or a credit union.

Sec. 3. Section 12C.1, subsection 3, paragraph a, Code
1999, is amended to read as follows:

a. If a depository is a-savings-and-loan-or a credit
union, then public deposits in the savings-and-}oan-er credit
union shall be secured pursuant to sections 12C.16 through
12C.19 and sections 12C.23 and 12C.24.

Sec. 4. Section 12C.6A, subsection 5, paragraphs a, b, and
c, Code 1999, are amended to read as follows:

a. A person who believes a banky-savings-and-ioan
associationy-or-savings-bank has failed to meet its community
reinvestment responsibility may file a complaint with the
committee detailing the basis for that belief.

b. If any committee member, in the member's discretion,
finds that the complaint has merit, the member may order the
bank7-savings-and-iocan-association;-or-savings-bank alleged to
have failed to meet its community reinvestment responsibility
to attend and participate in a meeting with the complainant.
The committee member may specify who, at minimum, shall
represent the financial institution at the meeting. At the
meeting, or at any other time, the finaneiai-institutien bank
may, but is not required to, enter into an agreement with a
complainant to correct alleged failings.

c. A majority of the committee may order a bank7-savings
and-loan-association;-or-savings-bank; against which a
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complaint has been filed pursuant to this subsection, to
disclose such additional information relating to community
reinvestment as required by the order of the majority of the
committee.

Sec. 5. Section 12C.15, Code 1999, is amended to read as
follows:

12C.15 RESTRICTION ON REQUIRING COLLATERAL.

A local government shall not require a pledge of collateral
for that portion of the local government's deposits in a
savings-and-ioan-or credit union that is covered by insurance
of a federal agency or instrumentality.

Sec. 6. Section 12C.16, Code 1999, is amended to read as
follows:

12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS.

1. Before a deposit of public funds is made by a public
officer with a savings-and-tean-eor credit union in excess of
the amount federally insured, the public officer shall obtain
security for the deposit by one or more of the following:

a. The savings-and-iean-or credit union may give to the
public officer a corporate surety bond of a surety corporation
approved by the treasury department of the United States and
authorized to do business in this state, which bond shall be
in an amount equal to the public funds on deposit at any time.
The bond shall be conditioned that the deposit shall be paid
promptly on the order of the public officer making the deposit
and shall be approved by the officer making the deposit.

b. The savings-and-ioan-er credit union may deposit,
maintain, pledge and assign for the benefit of the public
officer in the manner provided in this chapter, securities
approved by the public officer, the market value of which is
not less than one hundred ten percent of the total deposits of
public funds placed by that public officer in the savings-and
toan-or credit union. The securities shall consist of any of
the following:

(1) Direct obligations of, or obligations that are insured
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or fully gquaranteed as to principal and interest by, the
United States of America or an agency or instrumentality of
the United States of America.

(2) Public bonds or obligations of this state or a
political subdivision of this state.

(3) Public bonds or obligations of another state or a
political subdivision of another state whose bonds are rated
within the two highest classifications of prime as established
by at least one of the standard rating services approved by
the superintendent of banking pursuant to chapter 17A.

(4) To the extent of the guarantee, loans, obligations, or
nontransferable letters of credit upon which the payment of
principal and interest is fully secured or guaranteed by the
United States of America or an agency or instrumentality of
the United States of America or the U.S. central credit union,
and the rating of the U.S. central credit union remains within
the two highest classifications of prime established by at
least one of the standard rating services approved by the
superintendent of banking by rule pursuant to chapter 17A.

The treasurer of state shall adopt rules pursuant to chapter
17A to implement this section.

(5) First lien mortgages which are valued according to
practices acceptable to the treasurer of state.

(6) Investments in an open-end management investment
company registered with the federal securities and exchange
commission under the federal Investment Company Act of 1940,
15 U.S.C. § 80(a), which is operated in accordance with 17
C.F.R. § 270.2a-7.

Direct obligations of, or obligations that are insured or
fully guaranteed as to principal and interest by, the United
States of America, which may be used to secure the deposit of
public funds under subparagraph (1), include investments in an
investment company or investment trust registered under the
federal Investment Company Act of 1940, 15 U.S.C. § 80a, the
portfolio of which is limited to the United States government
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obligations described in subparagraph (1) and to repurchase
agreements fully collateralized by the United States
government obligations described in subparagraph (1), if the
investment company or investment trust takes delivery of the
collateral either directly or through an authorized custodian.

2. If public funds are secured by both the assets of a
savings-and-itoan-or credit union and a bond of a surety
company, the assets and bond shall be held as security for a
rateable proportion of the deposit on the basis of the market
value of the assets and of the total amount of the surety
bonds.

Sec. 7. Section 12C.17, Code 1999, is amended to read as
follows:

12C.17 DEPOSIT OF SECURITIES.

l. A savings-and-iean-eor credit union which receives
public funds shall pledge securities owned by it as required
by this chapter in one of the following methods:

a. The securities shall be deposited with the county,
city, or other public officers at the option of the officers.

b. The securities shall be deposited pursuant to a
bailment agreement with a financial institution having
facilities for the safekeeping of securities and doing
business in the state. A financial institution which receives
securities for safekeeping is liable to the public officer to
whom the securities are pledged for any loss suffered by the
public officer if the financial institution relingquishes
custody of the securities contrary to the provisions of this
chapter or the instrument governing the pledge of the
securities.

¢. The securities shall be deposited with the federal
reserve bank of Chicago, Illinois, the federal home loan bank
of Des Moines, Iowa, or the U.S. central credit union
pursuant to a bailment agreement or a pledge custody
agreement.

d. The securities may be deposited by any combination of
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methods specified in paragraphs "a", "b", and "c¢". ‘

2. A deposit of securities shall not be made in a facility
owned or controlled directly or indirectly by the financial
institution which deposits the securities.

3. All deposits of securities, other than deposits of
securities with the appropriate public officer, shall have a
joint custody receipt taken for the securities with one copy
delivered to the public officer and one copy delivered to the
savings-and-iean-or credit union. A savings-and-iean-or
credit union pledging securities with a public officer may
cause the securities to be examined in the officer's office to
show the securities are placed with the officer as collateral
security and are not transferable except upon the conditions
provided in this chapter.

4. Upon written request from the appropriate public
officer but not less than quarterly, a savings—and-iean-or
credit union shall report the par value and the market value
of any pledged collateral and the total deposits of public .
funds of that officer in the savings-and-itean-or credit union.

Sec. 8. Section 12C.18, Code 1999, is amended to read as
follows:

12C.18 CONDITION OF SECURITY.

The condition of the surety bond or the deposit of
securities, instruments, or a joint custody receipt, must be
that the savings-and-:ean-er credit union will promptly pay to
the parties entitled public funds, including any interest on
the funds, in its custody upon lawful demand and, when
required by law, pay the funds to the public officer who made
the deposit.

Sec. 9. Section 12C.19, subsections 3 and 4, Code 1999,
are amended to read as follows:

3. In the event of substitution or exchange of securities,
the holder or custodian of the securities shall, on the same
day, forward by certified mail, return receipt requested, to
the public officer and the savings-and-iean-er credit union, a ‘
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receipt specifically describing and identifying both the
substituted securities and those released and returned to the
savings-and-tean-or credit union.

4. The public officer which deposits public funds with a
savings-and-tean-er credit union shall require, if the market
value of the securities deposited with or for the benefit of
the officer falls below one hundred ten percent of the deposit
liability to the public officer, the deposit of additional
security to bring the total market value of the security to
one hundred ten percent of the amount of public funds held by
the savings-and-ioan-er credit union.

Sec. 10. Section 12C.23, subsection 3, paragraph d,
subparagraph (3), Code 1999, is amended by striking the
subparagraph.

Sec. 11. Section 12C.25, subsection 3, Code 1999, is
amended by striking the subsection.

Sec. 12. TRANSITION PROVISION. All funds in the state
sinking fund for public deposits in savings and loan
associations and savings banks on the effective date of this
Act shall be transferred to the state sinking fund for public
deposits in banks, and the state sinking fund for public
deposits in savings and loan associations and savings banks
shall be closed.

EXPLANATION

This bill amends Code chapter 12C relating to the deposit
of public funds and the conditions which must be met by a
financial institution to be eligible to receive such deposits.
The bill provides that a savings and loan association, a
savings bank, or any branch of a savings and loan association
or savings bank, be subject to substantially the same
requirements as a bank.

LSB 2158HC 78
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Section 1. Section 12C.1, subsection 2, paragraph ¢, Code
1999, is amended to read as follows:

c. "Bank" means a corporation engaged in the business of
banking authorized by law to receive deposits and whose
deposits are insured by the bank insurance fund of the federal
deposit insurance corporation and includes any office of a
bank. "Bank" also means a savings and loan.

Sec. 2. Section 12C.1, subsection 2, paragraph f, Code
1999, is amended to read as follows:

f. "Financial institution" means a banky-savings-and-ioany
or a credit union,

Sec. 3. Section 12C.1, subsection 3, paragraph a, Code
1999, is amended to read as follows:

a. If a depository is a-savings-and-iean-er a credit
union, then public deposits in the savings-and-ioean-or credit
union shall be secured pursuant to sections 12C.16 through
12C.19 and sections 12C.23 and 12C.24.

Sec. 4. Section 12C.6A, subsection 5, paragraphs a, b, and

c, Code 1999, are amended to read as follows:

a. A person who believes a bankjy-savings-and-iean
assoctatton;-or—savings-bank has failed to meet its community
reinvestment responsibility may file a complaint with the
committee detailing the basis for that belief.

b. If any committee member, in the member's discretion,
finds that the complaint has merit, the member may order the
banks-savings-and-toan-associtation;-er—-savings-bank alleged to
have failed to meet its community reinvestment responsibility
to attend and participate in a meeting with the complainant.
The committee member may specify who, at minimum, shall
represent the financial institution at the meeting. At the
meeting, or at any other time, the financtel-institutien bank
may, but is not required to, enter into an agreement with a

complainant to correct alleged failings.
c. A majority of the committee may order a bankj-savings ‘

and-itean-assoctations-or-savings-bank; against which a

-1-



O W B N e W

W W W W W N N NN DR N N NN 2 e e
W H O VW RN Y D W N O W RN UM e W

35

complaint has been filed pursuant to this subsection, to
disclose such additional information relating to community
reinvestment as required by the order of the majority of the
committee.

Sec. 5. Section 12C.15, Code 1999, is amended to read as
follows:

12C.15 RESTRICTION ON REQUIRING COLLATERAL.

A local government shall not require a pledge of collateral
for that portion of the local government's deposits in a
savings—-and-toan-or credit union that is covered by insurance
of a federal agency or instrumentality.

Sec. 6. Section 12C.16, Code 1999, is amended to read as
follows:

12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS.

1. Before a deposit of public funds is made by a public
officer with a savings-and-iean-or credit union in excess of
the amount federally insured, the public officer shall obtain
security for the deposit by one or more of the following:

a. The savings-and-toean-or credit union may give to the
public officer a corporate surety bond of a surety corporation
approved by the treasury department of the United States and
authorized to do business in this state, which bond shall be
in an amount equal to the public funds on deposit at any time.
The bond shall be conditioned that the deposit shall be paid
promptly on the order of the public officer making the deposit
and shall be approved by the officer making the deposit.

b. The savings-and-ioan-eor credit union may deposit,
maintain, pledge and assign for the benefit of the public
officer in the manner provided in this chapter, securities
approved by the public officer, the market value of which is
not less than one hundred ten percent of the total deposits of
public funds placed by that public officer in the savings-and
toan-or credit union. The securities shall consist of any of
the following:

(1) Direct obligations of, or obligations that are insured
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or fully guaranteed as to principal and interest by, the ‘
United States of America or an agency or instrumentality of
the United States of America.

(2) Pubiie-bonds-or-obiigations-of-this-state-or-a
poltiticat-subdivision-of-this—-states

t3y--Pubtic-bonds-or-obiirgations-of-another-state-or-a
potrticat-subdiviston-of-another-state-whose-bonds-are-rated
within-the-two-highest-ciassifications-of-prime-as-established
by-at-teast-one-of-the-standard-rating-services-approved-by
the-superintendent-of-banking-pursuant-to-chapter-17As

t4) To the extent of the guarantee, loans, obligations, or
nontransferable letters of credit upon which the payment of
principal and interest is fully secured or guaranteed by the
United States of America or an agency or instrumentality of
the United States of America or the U.S. central credit union,
and the rating of the U.S. central credit union remains within
the two highest classifications of prime established by at

least one of the standard rating services approved by the
superintendent of banking by rule pursuant to chapter 17A.
The treasurer of state shall adopt rules pursuant to chapter
17A to implement this section.
t5y--Pirst-tien-mortgages-which-are-vatued-acecording-to
practices-acceptabie-to-the-treasurer-of-states
t63-—Investments-in-an-open-end-management-itnvesement
company-registered-with-the-federat-securitres-and-exchange
commission-under-the-federat-investment-Company-Aet-of-19467
15-YsS5<€--§-86tay7-which-is-operated-itn-aceordance-with-17
E€<-PR--§-276-22-F~
Birect-optigations-ef;-er-obltitgations-that-are-insured-or
fulty-guaranteed-as-to-principat-and-interest-by;—the-tnited
States-of-Americar-which-may-be-used-to-secure-the-deposit-of
pubitte-funds-under-subparagraph-{tiy;-inciude-investments-in-an
rnvestment—company-or-investment-trust-registered-under-the
tederat-fnvestment-Company-Act-0£-19407-15-U:5-€--§-80a7-the
portfoiio-of-which-ts-timited-to-the-Bnited-States-government
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obittgations-described-in-subparagraph-{i)-and-to-repurchase
agreements-fultty-cotiateraiized-by-the-tnited-States
government-obligations-desceribed-in-subparagraph-t3y;-r£-the
tnvestment-company-or-investment-trust-takes-detivery-of-the
cotiaterat-ezther-directiy-or-through-an-authorized-custoedians

2, If public funds are secured by both the assets of a
savings-and-itoan-or credit union and a bond of a surety
company, the assets and bond shall be held as security for a
rateable proportion of the deposit on the basis of the market
value of the assets and of the total amount of the surety
bonds.

Sec. 7. Section 12C.17, Code 1999, is amended to read as
follows:

12C.17 DEPOSIT OF SECURITIES.

1. A savings-and-toan-or credit union which receives
public funds shall pledge securities owned by it as required
by this chapter in one of the following methods:

a. The securities shall be deposited with the county,
city, or other public officers at the option of the officers.

b. The securities shall be deposited pursuant to a
bailment agreement with a financial institution having
facilities for the safekeeping of securities and doing
business in the state. A financial institution which receives
securities for safekeeping is liable to the public officer to
whom the securities are pledged for any loss suffered by the
public officer if the findancial institution relinquishes
custody of the securities contrary to the provisions of this
chapter or the instrument governing the pledge of the
securities.

c. The securities shall be deposited with the-federai
reserve-bank-of-Chicages;-it1inots; the federal home loan bank
of Des Moines, Iowa, or the U.S. central credit union
pursuant to a bailment agreement or a pledge custody
agreement,

d. The securities may be deposited by any combination of
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methods specified in paragraphs "a", "b", and "c".

2. A deposit of securities shall not be made in a facility
owned or controlled directly or indirectly by the financial
institution which deposits the securities.

3. All deposits of securities, other than deposits of
securities with the appropriate public officer, shall have a
joint custody receipt taken for the securities with one copy
delivered to the public officer and one copy delivered to the
savings-and-tean-or credit union. A savings-and-itoean-or
credit union pledging securities with a public officer may
cause the securities to be examined in the officer's office to
show the securities are placed with the officer as collateral
security and are not transferable except upon the conditions
provided in this chapter.

4. Upon written request from the appropriate public
officer but not less than gquarteriy;-a-savings-and-ioan-or
cred+t-uniten monthly, the federal home loan bank of Des

Moines, Iowa, shall report the par value and the market wvalue

of any pledged collateral and-the-totai-deposits-of-pubiie
funds-of-that-officer-in-the-savings-and-tean-or by a credit
union to the public entity represented by the requesting

public officer.

Sec. 8. Section 12C.18, Code 1999, is amended to read as
follows:

12C.18 CONDITION OF SECURITY.

The condition of the surety bond or the deposit of

securities, instruments, or a joint custody receipt, must be
that the savings-and-tean-or credit union will promptly pay to
the parties entitled public funds, including any interest on
the funds, in its custody upon lawful demand and, when
required by law, pay the funds to the public officer who made
the deposit.

Sec. 9. Section 12C.19, subsections 3 and 4, Code 1999,
are amended to read as follows:

3. In the event of substitution, addition, or exchange of
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securities, the holder or custodian of the securities shall,
on the same day, forward by certifired-mari;-return-receipt
requested; reqular mail to the public officer and the savings

and-toan-or credit union, a receipt specifically describing
and identifying both the substituted or additional securities

and-those~-reteased-and-returned-to-the-savings-and-toan-or
credit-union.

4. The public officer which deposits public funds with a
savings-and-tean-or credit union shall require, if the market
value of the securities deposited with or for the benefit of
the officer falls below one hundred ten percent of the deposit
liability to the public officer, the deposit of additional
security to bring the total market value of the security to
one hundred ten percent of the amount of public funds held by
the savings—-and-tean-or credit union.

Sec. 10. Section 12C.23, Code 1999, is amended to read as
follows:

12C.23 PAYMENT OF LOSSES IN A CREDIT UNION.

1. The pledging of securities by a depositery credit union

pursuant to this chapter constitutes consent by the depes:itory
credit union to the disposition of the securities in

accordance with this section.

The acceptance of public funds by a depesitery credit union

pursuant to this chapter constitutes consent by the depository
credit union to assessments by the treasurer of state in

accordance with this chapter.
2. The depostitory credit union and the security given for

the public funds in its hands are liable for payment if the
deposttory credit union fails to pay a check, draft, or

warrant drawn by the public officer or to account for a check,
draft, warrant, order, or certificates of deposit, or any
public funds entrusted to it if, in failing to pay, the
depository credit union acts contrary to the terms of an

agreement between the deposttory credit union and the public

body treasurer. The depositery credit union and the security
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given for the public funds in its hands are also liable for
payment if the deposttory credit union fails to pay an

assessment by the treasurer of state when the assessment is
due.
3. If a depoesttery credit union is closed by its primary

regulatory officials, the public body with deposits in the
deposttory-shati-notify-the-treasurer-of-state-of-che-amount
of-any-ctaim-within-thirty-days-ef-the-etosing credit union

may sell the collateral to pay for any loss of principal. ®he

treasurer-of-state-shati-impitement-the-fottowing-proceduress
a. In cooperation with the responsible regulatory
officials for the depesitery credit union, the public_body

treasurer shall validate the amount of public funds on deposit
at the defaulting depesitoery credit union and the amount of

deposit insurance applicable to the deposits.

b. The loss to public depositors shall be satisfied, first
through any applicable deposit insurance and then through the
sale of securities pledged by the defaulting depository credit
union, and then the assets of the defaulting depesitory credit
union. The priority of claims are those established pursuant
to section-524-1312;-subsectton-2; section 533.22, subsection
1, paragraph "b";-or-section-5347-537. To the extent permitted
by federal law, in the distribution of an insolvent federally
chartered depository*s credit union's assets, the order of

payment of liabilities if its assets are insufficient to pay
in full all its liabilities for which claims are made shall be
in the same order as for the equivalent type of state

chartered deposttoery credit union as provided in section

524513127 -subsectton-27 section 533.22, subsection 1,
paragraph "b"y-or-sect:ton-534:5317.

c¢. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the depositery-inseieuntion credit union
agreed to pay on the funds reduced by the portion of the funds
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which is insured by federal deposit insurance.
d. If the loss to public funds is not covered by insurance
and the proceeds of the failed deposttoryts credit union's

assets which are liquidated within thirty days of the closing
of the depository credit union and pledged collateral, the

treasurer shall provide coverage of the remaining loss as
fotiowss
t1y--1f-the-1oss-was-incurred-in-a-bank;-then-any-further
payments-to-cover-the-toss-wilti-come-from-the-state-sinking
fund-for-pubtic-deposits-in-bankss-—-if-the-batance-in-that
sinking-fund-is-inadequate-to-pay-the-entire-tossy-then-the
treasurer-shalti-obtain-the-addittonai-ameunt-needed-by-making
an-assessment-against-other-banks-whose-pubiite-funds-deposits
exceed-deposit-insurance-coverages—-A-bankits-gssessment-shaii
be-determined-by-muttipiying-the-totat-amount-of-the-remaining
toss-to-att-pubtic-depositors-by-a-percentage-that-represents
that-bank!ls-proportitonait-share-of-the-average-of-uninsured
pubtic-funds-deposits-heitd-by-aii-banks-as-of-the-reporting
date-under—section-12€-21-immedtatety-preceding-the-date-the
deposttory-was-cioseds—-Each-bank-shaii-pay-its-assessment-to
the-treasurer-within-three-business-days-after-it-receives
notice-of-assessments——-if-a-bank-faris-to-pay-tts-assessment
when-duey—the-treasurer-shati-satisfy-the-assessment-by
setiing-securities-piedged-by-that-bank---iIf-the-securities
ptedged-by-that-bank-are-inadequate-to-pay-the-assessment;-the
treasurer-of-state-shati-make-additionai-assessments-as-may-be
necessary-against-other-banks-which-hotd-uninsured-pubiie
funds-to-satisfy-any-unpaid-assessment---Any-additionat
assessments-shati-be-determined;-cotiected;-and-satisfred-in
the-same-manner-as-the-first-assessment---If-a-bank-faris-to
pay-tts-assessment-when-due;-the-treasurer-of-state-shaii
tnttrate-a-tawsuit-to-cottect-the-assessments--if-a-bank-+is
found-to-have-faited-to-pay-the-assessment-as-required-by-this
subparagraph;-the-court-shati-order-it-to-pay-the-assessment;
court-costsy-reasonabite-attorneyis-fees-based-on-the-ameunt-of
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time-the-attorney-generatis-office-spent-preparing-and '
bringing-the-actiton;-and-reasonablie-expenses-ineurred-by-the
treasurer-of-states--idie-batances-in-the-fund-shaiti-be
tnvested-by-the-treasurer-with-earnings—credited-to-the-funds
Pees-patd-by-banks-for-administration-of-this—chapter-shati-be
credited-to-the-fund-and-the-treasurer-may-deduct-actuat-costs
of-admintstration—-froem—the-fund<
t23--1f-the-itoss-was-incurred-in-a-credit-union;-then-any
further-payments-to-cover—-the-i1oss-witt-come from the state
sinking fund for public deposits in credit unions. If the
funds are inadequate to cover the entire loss, then the
treasurer shall make an assessment against other credit unions
who hold public funds. The assessment shall be determined by
multiplying the total amount of the remaining loss to public
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve-month period ending on the last day of the

month immediately preceding the month the deposittory credit
union was closed. Each credit union shall pay its assessment
to the treasurer within three business days after it receives
notice of assessment. If a credit union fails to pay its
assessment when due, the treasurer of state shall initiate a
lawsuit to collect the assessment. If a credit union is found
to have failed to pay the assessment as required by this
subparagraph, the court shall order it to pay the assessment,
court costs, reasonable attorney's fees based upon the amount
of time the attorney general's office spent preparing and
bringing the action, and reasonable expenses incurred by the
treasurer of state's office. 1Idle balances in the fund are to
be invested by the treasurer with earnings credited to the
fund. Fees paid by credit unions for administration of this
chapter will be credited to the fund and the treasurer may
deduct actual costs of administration from the fund.
t3)-—-if-the-toss-was-incurred-in-a-savings-and-itoan-or-a

savings-banky-then-any-further-payments~to-cover-the-ioss-witt

_9-



W 0 ~N O b W

W W W W WwWwN NN NNRNND NN N H R R ke e e e e e
N B W NP O WO N U b WiNHFHOW®-NOO O &8 WK - o

come-from-the-state-sinking-fund-for-pubitiec-depostts—in

savings—and-loan-associtations-and-savings-bankss--if-che-funds
are—inadequate-to-cover-the-entire-toss;—-then-the-treasurer
shati-make-an-assessment-against-other-savings—-and-itocans-and
savings-banks-who~-hold-pubtic-funds---Fhe-assessment-shati-be
determined-by-muitipltying-the-totat-amount-of-the-remaining
toss-to-public-depositors-by-a-percentage-that-represents-the
average-of-publtic-funds-deposits-hetd-by-ati-savings-and-toans
and-savings-banks—-during-the-preceding-tweltve-month-period
ending-en-the-last-day-of-the-month-rmmediatety-preceding-the
month-the-deposttory-was-ctosed---Each-savings-and-iocan-and
savings-bank-shati-pay-its-assessment-to-the-treasurer-within
three-business-days-after-tt-receives—notice-of-assessments
If-a-savings—-and-itoan-or-savings-bank-faiis-te-pay-itse
assessment-when-due;-the-treasurer-shati-inttiate-a—tawsutt—to ‘ﬁ
cottect-the-assessment---if-a-savings-and-toan-associtation-or
a-savings-bank-ts-found-to-have-faited-to-pay-the-assessment
as-required-by-this-subparagraph;-the-court-shati-order-it-to
pay-the-assessment;-court-costs-of-the-action;-reasonabie
attorneyts-fees-based-upon-the-amount-of-time-the-attorney
generatis-offrece-spent-preparing-and-bringing-the-action;-and
reasonable-expenses-incurred-by-the-treasurer-of-state's
offices

e. Any amount realized from the sale of collateral
pursuant to paragraph "d", subparagraphs—-{i}-and-+2) in excess

of the amount of a depositoryts credit union's assessment,

shall continue to be held by the treasurer, in the same
interest bearing investments available for public funds, as
collateral until that depesitery credit union provides

substitute collateral or is otherwise entitled to its release.
£---Potitowing-cotlection-of-the-assessments;-the-state
treasurer-shati-distribute-funds—to-the-pubiic-depositors-of
the-fatted-depository-according-to-their-vat+dated-ctaimas---3¢
the-assets—avai}ab}e—are-iess—than-the—tota}-depcsits7—the
treasurer-shati-prorate-the-ctaims:--A-pubiic-depositor

-10-
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recetving-payment-under-this-section-shati-assign-to-the

treasurer-any-interest-the-pubitic-depositoer-may-have-in-funds

that-subsequentiy-become-avairiabie-to-depositors-of-the

defauniting-deposttorys

Sec. 11l. NEW SECTION.

BANK.

12C.23A PAYMENT OF LOSSES IN A

1. The acceptance of public funds by a bank pursuant to

this chapter constitutes consent by the bank to assessments by

the treasurer of state in accordance with this chapter.

2. The bank is liable for payment if the bank fails to pay

a check, draft, or warrant drawn by the public officer or to

account for a check, draft,

deposit, or any public funds entrusted to it if, in failing to

warrant,

order, or certificates of

pay, the bank acts contrary to the terms of an agreement

between the bank and the public body treasurer. The bank is

also liable for payment if the bank fails to pay an assessment

by the treasurer of state when the assessment is due.

3. If a bank is closed by its primary regulatory

officials, the public body with deposits in the bank shall

notify the treasurer of state of the amount of any claim

within thirty days of the closing.

The treasurer of state

shall implement the following procedures:

a. In cooperation with the responsible regulatory

officials for the bank,

the treasurer shall validate the

amount of public funds on deposit at the defaulting bank and

the amount of deposit insurance applicable to the deposits.

b. The loss to public depositors shall be satisfied, first

through any applicable deposit insurance and then through the

sale of securities pledged by the defaulting bank. The

priority of claims are those established pursuant to section

524.1312, subsection 2,

section 533.22, subsection 1,

paragraph "b", or section 534.517.

To the extent permitted by

federal law, in the distribution of an insolvent federally

chartered bank's assets, the order of payment of liabilities

if its assets are insufficient to pay in full all its

P
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liabilities for which claims are made shall be in the same
order as for a state—-chartered bank as provided in section
524.1312, subsection 2,

c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the bank agreed to pay on the funds
reduced by the portion of the funds which is insured by
federal deposit insurance.

d. 1If the loss to public funds is not covered by insurance
and the proceeds of the failed bank's assets which are
liquidated within thirty days of the closing of the bank, are
not sufficient to cover the loss, then any further payments to
cover the loss will come from the state sinking fund for
public deposits in banks. If the balance in that sinking fund
is inadequate to pay the entire loss, then the treasurer shall
obtain the additional amount needed by making an assessment
against other banks whose public funds deposits exceed deposit
insurance coverage. A bank's assessment shall be determined
by multiplying the total amount of the remaining loss to all
public depositors by a percentage that represents that bank's
proportional share of the average of uninsured public funds
deposits held by all banks as of the reporting date under
section 12C.21 immediately preceding the date the bank was
closed. Each bank shall pay its assessment to the treasurer
within three business days after it receives notice of
assessment. If a bank fails to pay its assessment when due,
the treasurer of state shall initiate a lawsuit to collect the
assessment. If a bank is found to have failed to pay the
assessment as required by this subparagraph, the court shall
order it to pay the assessment, court costs, reasonable
attorney fees based on the amount of time the attorney
general's office spent preparing and bringing the action, and
reasonable expenses incurred by the treasurer of state. 1Idle
balances in the fund shall be invested by the treasurer with

-12-
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earnings credited to the fund. Fees paid by banks for
administration of this chapter shall be credited to the fund
and the treasurer may deduct actual costs of administration
from the fund.

e. Following collection of the assessments, the state
treasurer shall distribute funds to the public depositors of
the failed bank according to their validated claims. If the
assets available are less than the total deposits, the
treasurer shall prorate the claims. A public depositor
receiving payment under this section shall assign to the
treasurer any interest the public depositor may have in funds
that subsequently become available to depositors of the
defaulting bank.

Sec. 12. Section 12C.25, subsection 3, Code 1999, is
amended by striking the subsection.

EXPLANATION

This bill amends Code chapter 12C relating to the deposit
of public funds and the conditions which must be met by a
financial institution to be eligible to receive such deposits.
The bill provides that a savings and loan association, a
savings bank, or any branch of a savings and loan association
or savings bank, be subject to substantially the same
requirements as a bank.

The bill strikes certain options with respect to securities
which may be deposited, maintained, pledged, or assigned for
the security of a public deposit including public bonds or
obligations of this state or a political subdivision of this
state; public bonds or obligations of another state or a
political subdivision of another state whose bonds are rated
within the two highest classifications of prime; first lien
mortgages which are valued according to practices acceptable
to the treasurer of state; and investments in an open-end
management investment company registered with the federal
securities and exchange commission.

LSB 2158HV 78
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HOUSE CLIP SHEET MARCH 18, 1999 Page 6
‘ HOUSE FILE 571
) H-1109

1 Amend House File 571 as follows:

2 1. Page 1, line 7, by inserting after the word
3 "loan" the following: "or savings association”.

4 2. Page 1, by inserting after line 17 the

5 following:
6
7
8
9

"Sec. . Section 12C.1, subsection 3, paragraph
b, Code 1999, is amended to read as follows:
b. If a depository is a bank, then public deposits
in the bank shall be secured pursuant to sections
10 ¥2€-2%7 12C.237 and 12C.24."
11 3. Page 3, by striking lines 4 through 11 and
12 inserting the following:
13 "(2) Public bonds or obligations of this state or
14 a political subdivision of this state.
15 (3) Public bonds or obligations of another state
16 or a political subdivision of another state whose
17 bonds are rated within the two highest classifications
18 of prime as established by at least one of the
19 standard rating services approved by the
20 superintendent of banking pursuant to chapter 17A.
21 (4) To the extent of the guarantee, loans,
22 obligations, or".
3 4, By striking page 3, line 22, through page 4,
‘4 line 5, and inserting the following:
25 "(5) First lien mortgages which are valued
26 according to practices acceptable to the treasurer of
27 state.
28 (6) Investments in an open-end management
29 investment company registered with the federal
30 securities and exchange commission under the federal
31 Investment Company Act of 1540, 15 U.S.C. $ 80(a),
32 which is operated in accordance with 17 C.F.R. $
33 270.2a-7.
34 Direct obligations of, or obligations that are
35 insured or fully guaranteed as to principal and
36 interest by, the United States of America, which may
37 be used to secure the deposit of public funds under
38 subparagraph (1), include investments in an investment
39 company or investment trust registered under the
40 federal Investment Company Act of 1940, 15 U.S.C. $
41 80a, the portfolio of which is iimited to the United
42 States government obligations described in
43 subparagraph (1) and to repurchase agreements fully
44 collateralized by the United States government
45 obligations described in subparagraph (1), if the
46 investment company or investment trust takes delivery
47 of the collateral either directly or through an
48 authorized custodian."”
9 5. Page 4, by striking lines 30 and 31, and
0 inserting the following:
H-1109 -1-



HOUSE CLIP SHEET MARCH 18, 1999 Page 7

H-1109
Page 2

1 “c. The securities shall be deposited with the

2 federal reserve bank of-€hieagoy-fttinets, the federal

3 home loan bank".

4 6. Page 5, by striking line 18 and inserting the
5 following: "Moines, Iowa, shall report a description,
6
7
8
9

the par value, and the market value".
7. Page 5, by striking lines 21 and 22 and
inserting the following: "union."
8. Page 7, Iine 9, by inserting after the word
10 "principal" the following: "and accrued interest".
11 -9. Page 7, lines 12 and 13, by striking the words
12 "public body treasurer" and inserting the following:
13 "treasurer public body".
14 10. Page 11, by striking lines 27 through 29 and
15 inserting the following:

16 "b. The recovery of any loss to public depositors
17 shall begin with applicable deposit insurance. The".
18 11. Page 12, by striking lines 23 through 25 and

19 inserting the following: ‘"deposits held by all banks.
20 Each bank shall pay its assessment to the treasurer”.

21 12. Page 13, by inserting after line 15 the

22 following:

23 "Sec. . Section 12C.21, Code 1999, is repealed.
24 Sec. _ . EFFECTIVE DATE. This Act, being deemed
25 of immediate importance, takes effect upon enactment."
26 13. Title page, line 3, by inserting after the

27 word "deposits" the following: ", and providing an

28 effective date".

29 14. By renumbering as necessary.

By CHAPMAN of Linn
H-1109 FILED MARCH 17, 1999
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3/24/97 (763 )
. HOUSE FILE .5 7 /

h BY COMMITTEE ON COMMERCE
AND REGULATION

.

(SUCCESSOR TO HSB 130)
(COMPANION TO LSB 2158SV)

(As Amended and Passed by the House March 18, 1999)

, 101

q
743
KyPassed House,( ate 4// /7? Passed Senate, D‘a{e _%?4//??

Vote: Ayes fgé Nays (O Vote: Ayes #7- Nays O
Approved —YNa 4 A \ 149 ﬁg
A BILL FOR

1 An Act relating to the deposit of public funds and the conditions

’ 2 which must be met by a savings and loan association or savings
3 bank to be eligible to receive such deposits, and providing
4 an effective date.

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

HOUSE FILE 571
S-3106
1 Amend House File 571, as amended, passed, and
2 reprinted by the House, as follows:
3 1. Page 5, line 23, by inserting after the word
4 "Iowa," the following: "or the U.S. central credit
5 union,".

By JEFF LAMBERTI

42447¢224£z'34%?477 PATRICK J. DELUHERY

(R 763)
S-3106 FILED MARCH 18, 1999

SENATE AMENDMENT 10 [IOUSE FILE 571
B-1206
1 Amend House File 571, as amended, passed, and
2 reprinted by the House, as follows:
- 3 1. Page 5, line 23, by inserting after the word
4 "Iowa," the following: "or the U.S. central credit
5 union,".
. RECEIVED FROM THE SENATE

H-1206 FILED MARCH 24, 1999

;LHL4A,C}wﬁ44¢~% ifijsq (P ¢019)
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Section 1. Section 12C.1, subsection 2, paragraph c, Code . .
1999, is amended to read as follows:
c. "Bank" means a corporation engaged in the business of
banking authorized by law to receive deposits and whose
deposits are insured by the bank insurance fund of the federal
deposit insurance corporation and includes any office of a

bank. "Bank" also means a savings and loan or savings

association.

Sec. 2. Section 12C.1, subsection 2, paragraph f, Code
1999, is amended to read as follows:

f. "Financial institution"” means a bank;y-savings-and-lean;
or a credit union.

Sec. 3. Section 12C.1, subsection 3, paragraph a, Code
1999, is amended to read as follows:

a. If a depository is a-savings-and-loean-or a credit
union, then public deposits in the savings-and-tean-er credit
union shall be secured pursuant to sections 12C.16 through
12C.19 and sections 12C.23 and 12C.24.

Sec. 4. Section 12C.1, subsection 3, paragraph b, Code

1999, 1is amended to read as follows:

b. If a depository is a bank, then public deposits in the

bank shall be secured pursuant to sections 12€s2%7 12C.2357 and
12C.24,
Sec. 5. Section 12C.6A, subsection 5, paragraphs a, b, and

c, Code 1999, are amended to read as follows:

a. A person who believes a banky-savings-and-ioan
assoctattrony-or-savings-bank has failed to meet its community
reinvestment responsibility may file a complaint with the
committee detailing the basis for that belief.

b. If any committee member, in the member's discretion,
finds that the complaint has merit, the member may order the
bank7-savings-and-ioan-assoctation;-or-savings-bank alleged to
have failed to meet its community reinvestment responsibility
to attend and participate in a meeting with the complainant. .
The committee member may specify who, at minimum, shall

-1~



X N SV N

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

represent the financial institution at the meeting. At the
meeting, or at any other time, the finanmetai-institutien bank
may, but is not required to, enter into an agreement with a
complainant to correct alleged failings.

c. A majority of the committee may order a bank7-savings
and-iocan-assoctattonj-or—savings~-banky against which a
complaint has been filed pursuant to this subsection, to
disclose such additional information relating to community
reinvestment as required by the order of the majority of the
committee.

Sec. 6. Section 12C.15, Code 1999, is amended to read as
follows:

12C.15 RESTRICTION ON REQUIRING COLLATERAL.

A local government shall not require a pledge of collateral
for that portion of the local government's deposits in a
savings—and-lean-or credit union that is covered by insurance
of a federal agency or instrumentality.

Sec. 7. Section 12C.16, Code 1999, is amended to read as
follows:

12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS.

1. Before a deposit of public funds is made by a public
officer with a savings-and-tean-or credit union in excess of
the amount federally insured, the public officer shall obtain
security for the deposit by one or more of the following:

a. The savings-and-tean-or credit union may give to the
public officer a corporate surety bond of a surety corporation
approved by the treasury department of the United States and
authorized to do business in this state, which bond shall be
in an amount equal to the public funds on deposit at any time.
The bond shall be conditioned that the deposit shall be paid
promptly on the order of the public officer making the deposit
and shall be approved by the officer making the deposit.

b. The savings-and-tean-er credit union may deposit,
maintain, pledge and assign for the benefit of the public

officer in the manner provided in this chapter, securities

_2__
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approved by the public officer, the market value of which is
not less than one hundred ten percent of the total deposits of
public funds placed by that public officer in the savings-and
toean-or credit union. The securities shall consist of any of
the following:

(1) Direct obligations of, or obligations that are insured
or fully guaranteed as to principal and interest by, the
United States of America or an agency or instrumentality of
the United States of America.

(2) Public bonds or obligations of this state or a

political subdivision of this state.

(3) Public bonds or obligations of another state or a

political subd1v191on of another state whose bonds are rated

within the two highest CldSSlF1Cdt‘OnS of prime as established

by at least one of the standard rating services approved by

the superintendent of banking pursuant to chapter 17A.

{4) To the extent of the guarantee, loans, obligations, or

nontransferable letters of credit upon which the payment of
principal and interest is fully secured or guaranteed by the
United States of America or an agency or instrumentality of
the United States of America or the U.S. central credit union,
and the rating of the U.S. central credit union remains within
the two highest classifications of prime established by at
least one of the standard rating services approved by the
superintendent of banking by rule pursuant to chapter 17A.

The treasurer of state shall adopt rules pursuant to chapter
17A to implement this section.

(5) First lien mortgages which are valued according to

practices acceptable to the treasurer of state.

(6) Investments in an open-end management investment

company registered with the federal securities and exchange

commission under the federal Investment Company Act of 1940,

15 U.S.C. § 80(a), whlch is opegated 1in accordance with 17
C.F.R. § 270.2a-7.

Direct obligations of, or obligations that are insured or

_3_
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fully guaranteed as to principal and interest by, the United

States of America, which may be used to secure the deposit of

public funds under subparagraph (1), include investments in an

investment'company or investment trust registered under the
federal Investment Company Act of 1940, 15 U.S.C. § 80a, the

portfolio of which is limited to the United States government

obligations described in subparagraph (1) and to repurchase

agreements fully collateralized by the United States

government obligations described in subparagraph (1), if the

investment company or investment trust takes delivery of the

collateral either directly or through an authorized custodian.

2. If public funds are secured by both the assets of a
savings-and-tean-or credit union and a bond of a surety
company, the assets and bond shall be held as security for a
rateable proportion of the deposit on the basis of the market
value of the assets and of the total amount of the surety

" bonds.

Sec. 8. Section 12C.17, Code 1999, is amended to read as
follows:

12C€C.17 DEPOSIT OF SECURITIES.

1. A savings-and-ioan-or credit union which receives
public funds shall pledge securities owned by it as required
by this chapter in one of the following methods:

a. The securities shall be deposited with the county,
city, or other public officers at the option of the officers.

b. The securities shall be deposited pursuant to a
bailment agreement with a financial institution having
facilities for the safekeeping of securities and doing
business in the state. A financial institution which receives
securities for safekeeping is liable to the public officer to
whom the securities are pledged for any loss suffered by the
public officer if the financial institution relinguishes
custody of the securities contrary to the provisions of this
chapter or the instrument governing the pledge of the

securities,



c. The securities shall be deposited with the federal ‘

reserve bank ef-€hicago;-fitinetrs, the federal home loan bank

of Des Moines, Iowa, or the U.S. central credit union pursuant
to a bailment agreement or a pledge custody agreement.

d. The securities may be deposited by any combination of
methods specified in paragraphs "a", "b", and "c".

2. A deposit of securities shall not be made in a facility

X N o s W N

owned or controlled directly or indirectly by the financial
9 institution which deposits the securities.

10 3. All deposits of securities, other than deposits of

11 securities with the appropriate public officer, shall have a

12 joint custody receipt taken for the securities with one copy

13 delivered to the public officer and one copy delivered to the

14 savings-and-ioean-or credit union. A savings-and-itean-or

15 credit union pledging securities with a public officer may

16 cause the securities to be examined in the officer's office to
17 show the securities are placed with the officer as collateral

18 security'and are not transferable except upon the conditions

19 provided in this chapter.
20 4. Upon written request from the appropriate public
21 officer but not less than quarteriy;-a-savings-and-iean-or

22 eredit-unioen monthly, the federal home loan bank of Des

23 Moines, Iowa, shall report a description, the par value and

24 the market value of any pledged collateral and-the-total

25 depostts-of-pubitie-funds-of-that-offircer-in-the-savings-and
26 toan-or by a credit union.

27 Sec. 9. Section 12C.18, Code 1999, is amended to read as
28 follows:

29 12C.18 CONDITION OF SECURITY.

30 The condition of the surety bond or the deposit of

31 securities, instruments, or a joint custody receipt, must be
32 that the savings-and-iean-or credit union will promptly pay to
33 the parties entitled public funds, including any interest on

34 the funds, in its custody upon lawful demand and, when
35 required by law, pay the funds to the public officer who made .

_5_
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the deposit.

Sec. 10. Section 12C.19, subsections 3 and 4, Code 1999,
are amended to read as follows:

3. In the event of substitution, addition, or exchange of

securities, the holder or custodian of the securities shall,
on the same day, forward by certified-matri;-return-receipt

requestedy; reqular mail to the public officer and the savings

and-toan-or credit union, a receipt specifically describing

and identifying both the substituted or additional securities

and-those-reteased-and-returned-to-the-savings-and-tean-eor
credtt-unton.

4. The public officer which deposits public funds with a
savings-and-iean-er credit union shall require, 1f the market

value of the securities deposited with or for the benefit of

the officer falls below one hundred ten percent of the deposit

liability to the public officer, the deposit of additional
security to bring the total market value of the security to
one hundred ten percent of the amount of public funds held by
the savings-and-toan-or credit union.

Sec. 11. Section 12C.23, Code 1999, is amended to read as
follows:

12C.23 PAYMENT OF LOSSES IN A CREDIT UNION.

1. The pledging of securities by a depesitery credit union

pursuant to this chapter constitutes consent by the depesitory

credit union to the disposition of the securities in

accordance with this section.

The acceptance of public funds by a depesttery credit union

pursuant to this chapter constitutes consent by the depesitery

credit union to assessments by the treasurer of state in

accordance with this chapter.

2. The depository credit union and the security given for
the public funds in its hands are liable for payment if the

deposttery credit union fails to pay a check, draft, or

warrant drawn by the public officer or to account for a check,
draft, warrant, order, or certificates of deposit, or any

-6-



public funds entrusted to it if, in failing to pay, the ‘
depos+tory credit union acts cohtrary to the terms of an

agreement between the depesitery credit union and the public

body treasurer. The depositery credit union and the security

given for the public funds in its hands are also liable for

payment if the depesitoery credit union fails to pay an

assessment by the treasurer of state when the assessment is

X NN B W

due.

el

3. 1f a depesttery credit union is closed by its primary

[
o

regulatory officials, the public body with deposits in the

-
=

deposttory-shati-notify-the-treasurer-of-state-of-the-amount

12 of-any-ctaim-within-thirty-days-of-the-etosing credit union
13 may sell the collateral to pay for any loss of principal and
14 accrued interest. Phe-treasurer-of-state-shati-imptement-the
15 foliowtng-proceduress

16 a. In cooperation with the responsible regulatory

17 officials for the depesitery credit union, the treasurer

—
0

public body shall validate the amount of public funds on

[
Yol

deposit at the defaulting depesitery credit union and the

38 ]
(]

amount of deposit insurance applicable to the deposits.
b. The loss to public depositors shall be satisfied, first

NN
N

through any applicable deposit insurance and then through the

38
w

sale of securities pledged by the defaulting depoesitery credit

N
<3

union, and then the assets of the defaulting depositery credit

N
v

union. The priority of claims are those established pursuant

28]
(=)}

to seetron-524-13127;-subsectton—-25 section 533.22, subsection

[
~J

1, paragraph "b"7;-er-seetion-534:517. To the extent permitted

N
[o <]

by federal law, in the distribution of an insolvent federally

xS}
O

chartered depositeryts credit union's assets, the order of

w
]

payment of liabilities if its assets are insufficient to pay

w
-

in full all its liabilities for which claims are made shall be

[98)
38

in the same order as for the equivalent type of state

W
w

chartered deposttoery credit union as provided in seetion
524<-1312;-subseetton-257 section 533.22, subsection 1, '
paragraph "b";-er-section-534-517.

w W
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c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the depesitory-institution credit union

agreed to pay on the funds reduced by the portion of the funds
which is insured by federal deposit insurance.

d. If the loss to public funds is not covered by insurance
and the proceeds of the failed depesitoeryts credit union's

assets which are liquidated within thirty days of the closing
of the deposttoery credit union and pledged collateral, the

treasurer shall provide coverage of the remaining loss as
fottows-
t1}--If-the-toss-was-itncurred-in-a-bank;-then-any-further
payments-to-cover-the-loss-witi-come-from-the-state-sinking
fund-for-pubtic-depostts—-in-banks---if-the-batance-in-that
sinktng-fund-i+s-inadequate-to-pay-the-entire-toss;-then-the
treasurer-shati-obtain-the-addittonat-amount—needed-by-making
an-gssessment-agaitnst-other-banks-whose-publie-funds-deposits
exceed-deposit-insurance-coverages——A-banklts-assessment-shaii
be-determined-by-muttipitying-the-totat-amount-of-the-remaining
tess-to-ati-publtiec-depositors-by-a-percentage-that-represents
that-bankis-proportionat-share-of-the-average-of-uninsured
pubititec-funds-deposits-hetd-by-ati-banks-as-ef-the-reporting
date-under-section-12€-2t-tmmedratety-preceding-the-date-the
depository-was-ctosed:--Each-bank-shalti-pay-tts-assessment-to
the-treasurer-within-three-business-days-after-it-receives
notice-of-assessments--If-a-bank-fatris-te-pay-itts-assessment
when-due;-the-treasurer-shatit-satirsfy-the-assessment-by
setiing-securities-ptedged-by-that-bank-—-if-the-securities
ptedged-by-that-bank-are-inadequate-to-pay-the-assessments-the
treasnrer-of-state-shati-make-additionat-assessments-as-may-be 1
necessary-against-other-banks-which-hotd-uninsured-pubitie
funds-to-satisfy-any-unpatd-assessments——-Any-addrtionat
assessments-shati-be-determined;-cotteected;—and-satisfired-in

the-same-manner-as-the-£first-assessment:-—If-a-bank-farts-te

-8~
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pay-its-assessment-when-duey-the-treasurer-of-state-shati .
inttiate—-a-tawsuit-to-cottect-the-assessment:——-if-a-bank-ts
found-te-have-fatied-to-pay-the-assessment-as-required-by-this
subpsragraphy-the-coeurt-shati-order-it-to-pay-the-asseasment;
court-coscs;-reasonable-attorneyls-fees-hbased-on-the-amount-of
time-the-attorney-generaits-otfiece-apent-preparing-and
bringing-the-actron;—and-reascnable-expenses-ineurred-by-the
treasurer-of-states—-idie-batances-in-the-fund-shati-be
tnvested-by-the-treasurer-with-earnings-credited-to-the-fund-
Pees-paid-pby-bankas-for-admintstration-of-this-chapter-shaii-be
credited-to-the-fund-and-the-treasurer-may-deduct-actuat-costs
of-admintstration-from-the—-fund~
t2y--1f-the-toss-was-incurred-itn-a-credit-union;-then-any
further-payments-to-cover-the-ltoss~-wirit-come from the state
sinking fund for public deposits in credit unions. If the
funds are inadequate to cover the entire loss, then the
treasurer shall make an assessment agailnst other credit unions
who hold public funds. The assessment shall be determined by

multiplying the total amount of the remaining loss to public
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve-month period ending on the last day of the
month immediately preceding the month the depesitory credit
union was closed. Each credit union shall pay its assessment
to the treasurer within three business days after it receives
notice of assessment. If a credit union fails to pay its
assessment when due, the treasurer of state shall initiate a
lawsuit to collect the assessment. If a credit union is found
to have failed to pay the assessment as required by this
subparagraph, the court shall order it to pay the assessment,
court costs, reasonable attorney's fees based upon the amount
of time the attorney general's office spent preparing and
bringing the action, and reasonable expenses incurred by the
treasurer of state's office. 1Idle balances in the fund are to
be invested by the treasurer with earnings credited to the '

-9._
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fund. Fees paid by credit unions for administration of this
chapter will be credited to the fund and the treasurer may
deduct actual costs of administration from the fund.

t3y--1f-the~-toss-was-incurred-in-a-savings—-and-toan-or-a
savings-bank7—then-any-further-payments—-to-cover-the-toss-wiii
come-from-the-state-sinking-fund-for-public-deposits-in
savings-and-loan-associations-and-savings-banks:--if-the-funds
are~-inadequate-to-cover-the-entire-toss;-then-the-treasurer
shat}-make-an-assessment-against-other-savings-and-tecans-and
savings-banks-who-hotd-pubtte-funds+-—-Phe-assessment-shati-be
determined-by-muitipiying-the-totai-amount-of-the-rematning
tosas-to-pubitc-depositors-by-a-percentage—that-represents-the
average-of-pubtiec-funds-deposits-hetd-by-att-savingz-and-itoans
and-savings—-banks-during-the-preceding-twelve-month-period
ending-on-the-tast-day-of-the-month-itmmedtateiry-preceding-the
month-the-depository-was-ctosed---Each-savings-and-itean-and
savings-bank-shati-pay-tts-assessment-to-the-treasurer-within
three-business-days-after-itt-receitves-notice-of-assessments
If-a-savings-and-itocan-or-savings-bank-faris-to-pay-tts
assessment-when-due;-the-treasurer-shati-inrttate-a-tawsutrt-to
cotiect-the-assessment:——if-a-savings-and-iocan-assectation-or
a-savings-bank-i13-found-te-have-fatrted-to-pay-the-assessment
as-required-by-this-subparagraph;-the-eourt-shati-order-tt-to
pay-the-assessment;-court-costs-of-the-actiony;-reasenabile
attorneyis-fees-based-upon-the-ameunt-of-time-the-attorney
generatis-office-spent-preparing-and-bringing-the-action;-and
reasonablte-expenses—-ineurred-by-the-treasurer—-of-state's
offiees

e. Any amount realized from the sale of collateral
pursuant to paragraph "d", subparagraphs-{ijy-and-{2¥ in excess
of the amount of a depestteryls credit union's assessment,

shall continue to be held by the treasurer, in the same
interest bearing investments available for public funds, as
collateral until that depesitery credit union provides

substitute collateral or is otherwise entitled to its release.
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f---FPoliowing-cotiection-of-the-assessments;-the-state
treasurer-shati-distribute-funds-to-the-public-depositors-of
the-fatted-depesttory-acecording-to-thetr-vatidated-ctaimss—-I¢£
the-assets-avatriable-are-less-than-the-totat-depositss;-the
tressurer-shati-prorate-the-ctaims<---A-pubtiec-deposttor
recetving-payment-under—-this-section-shati-assign-to--the
treasurer—-any—interest-the-publtie-depositor-may-have-in-funds
that-subsegquent}y-become-avattablte-to-depositors-of-the
defautting-deposttorys

Sec. 12. NEW SECTION. 12C.23A PAYMENT OF LOSSES IN A
BANK.

1. The acceptance of public funds by a bank pursuant to

this chapter constitutes consent by the bank to assessments by
the treasurer of state in accordance with this chapter.

2. The bank is liable for payment if the bank fails to pay
a check, draft, or warrant drawn by the public officer or to
account for a check, draft, warrant, order, or certificates of
deposit, or any public funds entrusted to it if, in failing to
pay, the bank acts contrary to the terms of an agreement
between the bank and the public body treasurer. The bank is
also liable for payment if the bank fails to pay an assessment
by the treasurer of state when the assessment is due.

3. If a bank is closed by its primary regulatory
officials, the public body with deposits in the bank shall
notify the treasurer of state of the amount of any claim
within thirty days of the closing. The treasurer of state
shall implement the following procedures:

a. In cooperation with the responsible regulatory
officials for the bank, the treasurer shall validate the
amount of public funds on deposit at the defaulting bank and
the amount of deposit insurance applicable to the deposits.

b. The recovery of any loss to public depositors shall

begin with applicable deposit insurance. The priority of

claims are those established pursuant to section 524.1312,

subsection 2, section 533.22, subsection 1, paragraph "b", or
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section 534.517. To the extent permitted by federal law, in
the distribution of an insolvent federally chartered bank's
assets, the order of payment of liabilities if its assets are
insufficient to pay in full all its liabilities for which
claims are made shall be in the same order as for a state-
chartered bank as provided in section 524.1312, subsection 2.

c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the bank agreed to pay on the funds
reduced by the portion of the funds which is insured by
federal deposit insurance.

d. If the loss to public funds is not covered by insurance
and the proceeds of the failed bank's assets which are
liquidated within thirty days of the closing of the bank, are
not sufficient to cover the loss, then any further payments to
cover the loss will come from the state sinking fund for
public deposits in banks. If the balance in that sinking fund
is inadequate to pay the entire loss, then the treasurer shall
obtain the additional amount needed by making an assessment
against other banks whose public funds deposits exceed deposit
insurance coverage. A bank's assessment shall be determined
by multiplying the total amount of the remaining loss to all
public depositors by a percentage that represents that bank's
proportional share of the average of uninsured public funds
deposits held by all banks. Each bank shall pay its

assessment to the treasurer within three business days after

it receives notice of assessment. If a bank fails to pay its
assessment when due, the treasurer of state shall initiate a
lawsuit to collect the assessment. If a bank is found to have
failed to pay the assessment as required by this subparagraph,
the court shall order it to pay the assessment, court costs,
reasonable attorney fees based on the amount of time the
attorney general's office spent preparing and bringing the
action, and reasonable expenses incurred by the treasurer of

-~12-
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state. 1Idle balances in the fund shall be invested by the .
treasurer with earnings credited to the fund. Fees paid by
banks for administration of this chapter shall be credited to
the fund and the treasurer may deduct actual costs of
administration from the fund.
e. Following collection of the assessments, the state
treasurer shall distribute funds to the public depositors of
the failed bank according to their validated claims. If the
assets available are less than the total deposits, the
treasurer shall prorate the claims. A public depositor
receiving payment under this section shall assign to the
treasurer any interest the public depositor may have in funds
that subsequently become available to depositors of the
defaulting bank.
Sec. 13. Section 12C.25, subsection 3, Code 1999, is
amended by striking the subsection.
Sec. 14. Section 12C.21, Code 1999, is repealed. .
Sec. 15. EFFECTIVE DATE. This Act, being deemed of
immediate importance, takes effect upon enactment.

HF 571
~13- mj/pk/25
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AN ACT
RELATING TO THE DEPOSIT OF PUBLIC FUNDS AND THE CONDITIONS
WHICH MUST BE MET BY A SAVINGS AND LOAN ASSOCIATION OR
SAVINGS BANK TO BE ELIGIBLE TO RECEIVE SUCH DEPOSITS, AND
PROVIDING AN EPPECTIVE DATE.

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

Section 1. Section 12C.1, subsection 2, paragraph c, Code
1999, is amended to read as follows:

¢. “Bank" means a corporation engaged in the business of
banking authorized by law to receive deposits and whose
deposits are insured by the bank insurance fund of the federal
deposit lnsurance corporation and includes any office of a
bank. "Bank" also means a savings and loan or savings

association.

Sec. 2. Section 12C.1, subsection 2, paragraph £, Code
1999, is amended to read as follows:

£. “Finrancial institution” means a banky-savings-and-ieany
or a credit union.

gec. 3. Section 12C.1, subsection 3, paragraph a, Code
1999, is amended to zead as follows:

a. If a depository is a-savings-and-iocan-or a credit
union, then public deposits in the savings-and-locan-er credit
union ‘shall be secured pursuant to sections 12C.16 through
12C.19 and sections 12C.23 and 12C.24.

House File 571, p. 2

Sec. 4. Sectionm 12C.1, subsection 3, paragraph b, Code
1999, is amended to read as follows:

b. If a depository is a bank, then public deposits in the
bank shall be secured pursuant to sections 32€:23%7; 12C.23y and
12c.24.

Sec. 5. Section 12C.6A, subsection S, paragraphs a, b, and
¢, Code 1999, are amended to read as follows:

a. A person who believes a bhanky-savings-and-ioan
essociationy-or-savings-bank has failed to meet its community
reinvestment responsibility may file a complaint with the
committee detailing the basis for that belief.

b. If any committee member, in the membter's discretion,
finds that the complaint has merit, the member may order the
banky-savings-and-ioan-associations-or-savings-bank alleged to
have failed to meet its community reinvestment responsibility
to attend and participate in a meeting with the ccmplainant.
The committee member may specify who, at minimum, shall
represent the financial institution at the meeting. At the
meeting, or at any other time, the finanetal-institution bank
may, but is not required to, enter into an agreement with—;~—
complainant to correct alleqged failings.

c. A majority of the committee may order a bankr-savings
and-loan-associationy-or-savings-bank; against which a '
complaint has been filed pursuant to this subsection, to
disclose such additional information relating to community
reinvestment as required by the order of the majority of the
committee,

Sec, 6. Section 12C.15, Code 1999, is amended to read as
follows:

12C.15 RESTRICTION ON REQUIRING COLLATERAL.

A local government shall not require a pledge of collateral
for that portion of the local governmeat's deposits in a
sevings-and-toean-or credit union that is covered by insurance
of a federal agency or instrumentality.

LLG dH
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Sec. 7. Section 12C.16, Ccode 1999, is amended to read as
follows:

12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS.

1. DJefore a deposit of public cunds is made by a public
officer with a savings-and-loan-or credit union in excess of
the amount federally insured, the public officer shall obtain
security for the deposit by one or more of the £ollowing:

a. The savings-and-loan-or credit union may give to the
public officer a corporate surety bond of a surety corporation
approved by the treasury department of the United States and
authorized to do business in this state, which bond shall be
in an amount equa. to the public funds on deposit at any time.
~he bond shall be conditioned that the deposit shall be paid
promptly on the order of the public officer making the deposit
and shail be approved by the officer making the deposit.

b. The savings-and-iean-or credit union may deposit,
maintain, piedge and assign for the benefit of the public
officer in the manner provided in this chapter, securities
approved by the public officer, the market vaiue of which is
not less than one hundred ten percent of the total deposits of
public furds placed by that public officer in the savings-and
1san-or credit union. The securities shall consist of any of
the following:

(1) Direct obiigations of, or obligations that are insured
or fully guaranteed as to principal and interest by, the
United States of America or an agency Or instrumentality of
the United States of America.

{2) Public ponds or obligations of this state or a
political subdivision of this state.

(3} Public bonds or obligations of another state or a
politicai subdivision of another state whose bonds are rated
within the two highest classifications of prime as established
by at least cne of the standard rating services approved by
the superintendent of banking pursuant to chapter 17A.

Bouse File 571, p. 4

{4) To the extent of the guarantee, loans, obligations, or
nontransferabie letters of credit upon which the payment of
principa. and interest is fully secured or guaranteed by the
United States of America or an agency or instrumentality of
the United States of America or the U.S. central credit union,
and the rating of the U.S. central credit union remains within
the two highest classifications of prime established by at
least one of the standard rating services approved by the
superintendent of banking by rule pursuant to chapter 17A.

The treasurer of state shall adopt rules pursuant to chapter
17A to impiement this section.

(5) First lien mortgages which are valued according to
practices acceptable to the treasurer of state.

{6) Investments in an open~-end management investment
company registered with the federal securities and exchange
commission under the federal I(nvestment Company act of 1940,
15 U.S.C. § 80(a), which is operated in accordance with 17
C.F.R. § 270.2a-7.

Direct obligations of, or obligations that are insured or
fully guaranteed as to principal and interest by, the United
States of America, which may be used to secure the deposit of
public funds under subparagraph (1), include investments in an
investment ccmpany or investment trust registered under the
federal Investment Company Act of 1940, 15 U.S.C. § 80a, the
portfolio of which is limited to the United States government
obligations described in subparagraph (1) and to repurchase
agreements fully collateralized by the United States
government obligations described in subparagraph (1), if the
investment company or investment trust takes delivery of the
collateral either directly or through an authorized custodian.

2. 1If public funds are secured by both the assets of a
savings-and-toan-or credit union and a bond of a surety
company, the assets and bond shali be held as security for a
rateable proportion of the deposit on the basis of the market
value of the assets and of the total amount of the surety
bonds.




House File 571, p. S

Sec. 8. Section 12C.17, Code 1999, is amended to read as
follcws:

12C..7 DEPQSIT OF SECURITIES.

i. A savings-and-lean-or credit unjon which recelves
public funds shall pledge securities owred by it as required
by this chapter in one of the following methods:

a. The securities shall be deposited with the county,
city, or other public officers at the option of the officers.

b, The securities shall be deposited pursuant to a
bailrert agreement with a financial institution having
facilities for the safekeeping of securities and doing
business in the state. A financial institution which receives
securities for safekeeping is liable to the public cfficer to
whom the securities are pledged for any loss suffered by the
public officer if the financial institution relinguishes
custzdy of the securities contrary to the provisions cf this
chapter or the instrument governing the pledge of the
securities.

¢. The securities shall be deposited with the federal
reserve bank eof-€hieage;-¥:lineis, the Zederal home loan bank
of Des Moines, lowa, or the U.S. centra. credit union pursuant
to a bailment agreement or a pledge custody agreement.

d. The securities may be deposited by any combination of
methods specified in paragraphs *a", "b", and "c".

2. A deposit of securities shall not be made in a facility
owned or controlied directly or indirectly by trke financial
institution which deposits the securities.

3. A)l: deposits of securities, other than deposits of
securities with the appropriate public officer, shall have a
joint custody receipt taken for the securities with one copy
delivered to the pubiic officer and one copy deiivered to the
savings-and-tean-or credit union. A savings—-and-ioan-or
credit union pledging securities with a public officer may
cause the securities to be examined in the officer's office to
show the securities are placed with the officer as collateral

”~
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security and are not transferable except upon the conditions
provided in this chapter.

4. Upon written request from the appropriate public
officer but nct less than quarteriy;-a-asviaga-and-iocan-or
credic-unton monthly, the federal home ican bank of Des

Moines, Iowa, or the U,S. cenzral credit union, skall report a
description, the par value and the market value of any pledged
coliateral and-the-tetai-deposites-of-pubiic-funds-of-that

offreer-in-cthe-savinge-and-tean-or by a credit union.

Sec. 9, Section 12C.18, Code 1999, s amended to read as
follows:

12C.18 CONDITION OF SECURITY.

The condition of the surety bond or the deposit of
securities, instruments, or a joint custody receipt, must be
that the savings-and-iean-or credit union will promptly pay to
the parties entitled public furds, including any interest on
the funds, in its custody upon lawful demand and, when
required by law, pay the funds to the public officer who made
the deposit.

Sec. 10. Section 12C.19, subsections 3 and 4, Code 1999,
are amended to read as follows:

3. In the event of substitution, addition, or exchange of
securities, the holder or custodian of the securities shall,
on the same day, forward by certified-mair;-return-receipt
requestedy reguiar mail to the public officer and the savings
and-toan-er credit union, a receipt specifically describing
and identifying both the substituted or additional securities
and-those-reieased-and-returned-to-the-savings-and-itoan-or
eredit-unien.

4. The public officer which deposits public funds with a
savings-and-:ean-er credit union shall require, if the market
value of the securities deposited with or for the benefit of
the officer falls below one hundred ten percent of the deposit
liability to the public officer, the deposit of additional
gsecurity to bring the total market value of the security to
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one hundred ten percent of the amount of public funds held by
the savings-and-:oan-or credit union.

Sec. 11. Section 12C.23, Code 1999, is amended to reac as
follows:

12C.23 PAYMENT OF LOSSES 1IN A CREDIT UNION.

1. The piedging of securities by a depository credit union

pursuant to this chapter constitutes consent by the depository
credit union to the disposition of the securities in

accordance with this section.

The acceptance of public funds by a depesitery credit union

pursuant to this chapter constitutes consent by the depesttory
credit union to assessments by the treasurer of state in
accordance with this chapter.

2. The depository credit union and the security given for
the public furds in its hards are liable for payment if the
depesitory credit union fails to pay a check, draft, or
warrant drawn by the public officer or to account for a check,
draft, warrant, order, or certificates of deposit, or any
public funds entrusted to it if, in failing to pay, the
depoaitory credit union acts contrary to the terms of an
agreement between the depesitory credit union and the public
body treasurer. The depesitory credit union and the security
given for the public funds in its hands are also liable for
payment if the depositery credit union fails to pay an
assessment by the treasurer of state when the assessment is
due.

3. If a édepositery credit union is closed by its primary
regulatory cff:cials, the public body with deposits in the
depository—shai}—notify—the—treasurer—of—state—ef—the-amount
of-any—ciaén—vfthin—ehirty—days—oﬁ~the-ciosing credit union
may sell the collateral to pay for any loss of principal and
accrued interest. Fhe-eresaurer—of-state—shari-impiement-the

fsliowing-proceduress
a. In ccoperation with the responsible regulatory
officials for *he depesitory credit anion, the treasurer
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public body shall validate the amount of public funds on
deposit at the defaulting depoaitory credit union and the
amount of deposit insurance applicabie to the deposits.

b. The loss to public depositors shall be satisfied, first
through any applicable deposit insurance and then through the
sale of securities piedged by the defaulting depesttery credit
union, and then the assets of the defaulting depesitory ;redit
union. The priority of claims are those established pursuant
to sectien-524:13127;-subsectton-27 section 533.22, subsection
1, paragraph "b"y-or-section-534-5%7. To the extent permitted
by federal law, in the distribution of an insolvent federally
chartered depositoryis credit union's assets, the corder of
vayment of liabilities if its assets are insufficient to pay
in full all its liabilities for which claims are made shall be
in the same order as for the equivalent type of state
chartered depesitory credit union as provided in seetien
524713125 -subsectton-2; section 533,22, subsection i,
paragraph "b";-er-section-534-537,

c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the deposivory-institution credit union
agreed to pay on the funds reduced by the portion of t;; funds
which is insured by federal deposit insurance.

d. If the loss to public funds is not covered by insurance
and the proceeds of the failed édepositoryls credit union's
assets which are liguidated within thirty days of the c;;;ing
of the depositery credit union and pledged collateral, the
treasurer shall provide coverage of the remaining loss as
fotiowss

t3y--if-the-toss-was-incurred-in-g-bank;-then-any-further
payments-to-cover—the-ioss-witi-cone-from-che-state-sinking
fumd-for-publie-depostts-in-bankss--if-the-balasce-itn-hat
stnkitng—€fund-is-tnadequate-to-pay-the-eatire-ioss;~then-the
treasurer-shati-obtain-the-additionai-amount-needed-by-making
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an-assessment-against-other-banks-whose-pubiic-funds-deposits
nxceed-deposit-insurance-coverage--—~A-bankis-assessment-shai}
be-deaternined-by-multtipiying-the-total-amonnt-of-the-~emaining
toss-to-ati-pubiic-depesitors-py-a-percentage-that-vepresents
that -baskis-preportionai share-of-the-average-of-uninsured
pubtie- funds-deposita-heid-by-ati-banks-as-of-the-reporting
date-under-section—12€-21-immedtately -preceding-the-dace-the
depository-was—ciosed:---Each-bank-shaii-pay-tts-—assessment-to
thae-tremsurer-within-three-business-days-afrer-it-recesves
notice-of-assessment--if-a-bank-fatis-co-pay-its-asssssment
when-dues;-the-treasurer-shatil-satisfy-+he-aasessment-by
serling-seeuricies-piedged-by-that-bankr--if-che-securities
ptedqged-by-that-bank-are—inadequate-to-pay-the-assessment;-the
treasarer-of-gstate-shati-make-addrtionat-assessmence-as-may-be
necessary-acgainst-other-banks-whien-hotd-untnsured-pubite
£uada-to-satisfy-any-uapaid-assessment:--Any-additional
assesaments-shait-ve-determineds-cortectedr~and-2actafred-in
the-same-manner-as—the-first-assessmentr—-I€-a-bank~-faits-te
pay-irs-sssessment-when-due;-the-treasurer-of-state-shati
inttimte-a-iawsutt-to-cotiect-the-assessment--if-a-bank-is
found-to-have-fatied-ro-pay-the-assessment-as-required-by-this
subperagraphz-the-court-shati-order-tt-to-pay-the-assessments
cour- -costsy-reasonabie-attorney+s-fees-based-on-the-amonnt-of
time-the-attorney-generalis-office-spent-preparing-and
bringing-the-actien;-and-regsonabte -expenses—tneur-ed-by-the
treasurer-of-states--¥die-batances-in-the-fund-snati-be
inveated-by—the-treasurer-with-cearnings-credited-to-the-fundr
Fees-paid-dy-banks-for-edministration-of-this-chaprer-shaii-be
eredited-to-the-fund-and-the-treasurer-may-deduct-ac:uvai—-costs
af-admintstracion-from-the-fundr
t2)--¥f-the-toss-was-incirred-in-a-cceditt-unieony-then-any
further-payments-to-cover-the-toss-witi-ecome from the state
sinking fund for public deposits in credit unions. If the
fundg are inadequate to ccver the enzire loss, then the
treasurer shall make an assessment against otner credit uniors
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who hold public funds. The assessment shall be determined by
multiplying the total amount of the remaining loss to public
depositors by a percentage that represents the average of
public funds deposits held by all credit unions during the
preceding twelve-month period ending on the last day of the
month immediately preceding the month the depesitory credit
union was closed. FEach credit union shall pay its assessment
to the Lreasurer within three business days after it receives
notice of assessment. If a credit union fails to pay its
assessment when due, the treasurer of stdate shall initiate a
lawsuit to collect the assessment. If a credit union is found
to have failed to pay the assessment as required by this
subparagraph, the court shall order it to pay the assessment,
ccurt costs, reasonable attorney's fees based upon the amount
of time the attorney general's office spent preparing and
bringing the action, and reasonable expenses incurred by the
treasurer of state's office. Idle balances in the fund are to
be invested by the treasurer with earnings credited to the
fund. Fees paid by credit unions for administration of this
chapter will be credited tc the fund and the treasurer may
deduct actual costs of administration from the fund.
t3y--ff-the-zosa-was-incurred-in-a-savings-and-ieean-or-a
savings-bank;~+hen-any-further-payments-to-cover-the-toss-wiii
cane-from-the-state-sinking-fund-for-pubiic-deposits—-in
savings-and-toan-associatiens-and-savings-bankss--If-the-funds
are-inadequate-to-cover—the-entire~-1oss;-then-the-treasurer
shati-make-an-asseszment—against-other—savings-and-iocans-and
savings-banks-who-hotd-pubiie-fundss~~Fhe-assessment-shalii-be
determined-by-muitipiying-the-totat-amcunt-of-the-remaining
isss—to-pueiie-depositors-ny -a-percentage-that-represents-the
average-of-pubrie-funds-deposits-held-by-ati-savings-and-tocans
end-savinas-beanka-during-the-preceding-tweive-month-period
ending-on-che-tast-day-of-the-month-tmrediatety-praceding-the
merth~the-depository-vas-ciosedr--Each-savings-and-ican-and

savings-bank-shaii~pay-its-assessment-to-the-treasurer-within
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three-business-days-afer—it-receives-notice-of-assessments
ff~a-savinga—and—ioan—or—savings—bank—faiis-éo—pay—fts
assessmene-when—duer—the—treasu:er—shaii—initiate-a—&awsnft—te
ceikeet—the~assessment=——if-a-savings-and-&ean—assocéation—or
a~sevéngs—bank-fs-Eeand-be-have—faé}ed-te-pay—the—assessment
as—requifed—by—this-subpareqraph7-the—eourt-shaiE—Qrder-it—to
pay—the—assessment;—ceuft-eests—of-the—act&oa:—reasonab&e
attorney*s—6ees-based-upen~the~amonnt—of—time—the—atterney
qenerai*s*oéﬁéce—spent-prepar&ng—and—btingéng—the—actionr‘and
reasonabie—expenses—ineurred-by-the-treasurer—oi-state*s
offices

e. Any amount realized from the sale of collateral
pursuant to paragraph "d", subparagraphs-t3j-and-{2} in excess
of the amount of a depesiteryts credit union's assessment,
shall continue to be held by the treasurer, in the sanme
interest bearing investments avaiiable for public funds, as
collateral until that éepestitery credit union provides
substitute collateral or is otherwise entitled to its release.

ér——Poiiowing-coiiection-cé—the-assesementsT—the-stete
treasurer—shaii—distribute—énnds—to—the—pubiic—depesttofs~e£
the—Ea}}eé-depository—aecord&ng—to-their-vakidated—ciaimsv—-if
the-nasets-avaitabie-are-iess-than-the—totat-depesitsy-—the
treasnrer—sha&&—ptorate—the—ciaimsr-—A-pnbiie—depositer
receiving~payment—undet—th&s—sect&en-sheii—assign—to—the
treasnrer—any—interest—the-pubiic—depcsieot—may-nave-in-funds
thae—subsequentiy—become—avaiiab}e—to—depoaitors—of-the
defauising-depositorys

Sec. 12. NEW SECTION. 12C.23A PAYMENT OF LOSSES IN A
BANK .

1. The acceptance of public funds by a bank pursuant to
this chapter constitutes consent by the bank to assessments by
the treasurer of state in accordance with this chapter.

2. The bank is -.able for payment if the bank fails to pay
a check, draft, or warrant drawn by the public officer or to
account for a check, draft, warrant, order, or certificates of
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deposit, or any public funds entrusted to it if, in faiiing to
pay, the bank acts contrary to the terms of an agreement
between the bank and the public body treasurer. The bank is
also liable for payment if the bank fails to pay an assessment
by the treasurer of state when the assessment is due.

3. 1If a bank is closed by its primary requlatory
officials, the public body with deposits in the bank shall
notify the treasurer of state of the amount of any claim
within thirty days of the closing. The treasurer of state
shall implement the following procedures:

a, In cooperaticn with the responsible regulatory
officials for the bank, the treasurer shall validate the
amount of public funds on deposit at the defaulting bank and
the amount of deposit insurance applicable to the deposits.

b. The recovery of any ioss to public depositors shall
begin with applicable deposit insurance. The priority of
claims are those established pursuant to section 524.1312,
subsection 2, section 533.22, subsection 1, paragraph “b", or
section 534.517. To the extent permitted by federal law, in
the distribution of an insolvent federally chartered bank's
assets, the order of payment of liabilities if its assets are
insufficient to pay in full all its liabilities for which
claims are made shall be in the same order as for a state-
chartered bank as provided in section 524.1312, subsection 2.

c. The claim of a public depositor for purposes of this
section shall be the amount of the depositor's deposits plus
interest to the date the funds are distributed to the public
depositor at the rate the bank agreed to pay on the funds
reduced by the portion of the funds which is insured by
federal deposit insurance.

d. 1If the loss to public funds is not covered by insurance
and the proceeds of the failed bark's assets which are
liquidated within thirty days of the closing of the bank, are
not sufficient to cover the loss, khen any further payments to
cover the loss will come from the state sinking fund for
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oublic deposits in banks. If the balance in that sinking fund Sec. 15. EFFECTIVE DATE. This Act, being deemed of

is i d i h th T 11 : .
s inadequate to pay the entire loss, then e treasurer sha immediate importance, takes effect upon enactment.

obtain the additional amount needed by wmaking an assessnent
against other banks whose public furds deposits exceed deposit

i . ank * E b4 i termi
insurance coverage A bank's assessment shall be determined RON J. CORBETT

by multiplying the total amount of tne remaining lcss Lo all Speaker of the House

public depositors by a percentage trat represents that vank's
proportional share of the average of uninsured public funds
deposits held by all banks. Each bank shall pay its

ssessment to the treasurer within three business days after
a y MARY E. KRAMER

it receives notice of assessment., If a bank fails to pay its .
President of the Senate

assessment when due, the treasurer of state shall initiate a

. . .
lawsuit to collect the assessment. If a bank is found to have I hereby certify that this bill originated in the House and

. . . .
failed to pay the assessment as required by this subparagraph, is known as House File 571, Seventy-eighth General Assembly,

the court shall order it tc pay the assessment, court costs,
reasonable attorney fees based on the amount of time the
attorney general's office spent preparing and bringing the

y 1 in 3
action, and reasonable expenses incurred by the treasurer of ELIZABETH ISAACSON

tate. Idle balances in the fund shall be invest by the .
state es in e fu sha e invested by Chief Clerk of the Bouse

treasurer with earnings credited to the fund. Fees paid by Approved’%_f_‘;_’_/f , 1999
banks for administration of this chapter shall be credited to

the fund and the treasurer may deduct actual costs of

administration from the fund.

e, Following coliection of the assessments, the state THOMAS J. VILSACK

treasurer shall distribute funds to the public depositors of Governor

the failed bank according to their validated ciaims, If the
assets available are less than the total deposits, the
treasurer shall prorate the claims. A public depesitor
receiving payment under this section shall assign to the
treasurer any interest the public depositor may have in funds
that subsequently become available to depositors of the
defaulting bank.

Seec. 13. Section 12C.25, subsection 3, Code 1999, is
amended by striking the subsection.

Sec. 14. Section 12C.21, Code 1999, is repealed.




