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S.F. H.F. ----
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1 sectionitl'~ction 12C.1, subsection 2, paragraph c, Code 

2 1999, is amended to read as follows: 

3 c. "Bank" means a corporation engaged in the business of 
4 banking authorized by law to receive deposits and whose 
5 deposits are insured by the bank insurance fund of the federal 

6 deposit insurance corporation and includes any office of a 
7 bank. "Bank" also means a savings and loan. 

8 Sec. 2. Section 12C.l, subsection 2, paragraph f, Code 
9 1999, is amended to read as follows: 

10 f. "Financial insti tution" means a bank,-se"in~s-end-leeu'i, 

11 or a credit union. 
12 Sec. 3. Section l2C.l, subsection 3, paragraph a, Code 
13 1999, is amended to read as follows: 

14 a. If a depository is e-se"ings-end-loen-or a credit 

15 union, then public deposits in the sa"ings-end-lean-er credit 

16 union shall be secured pursuant to sections 12C.16 through 

17 12C.19 and sections l2C.23 and 12C.24. 

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

20 a. A person who believes a bank,-se"ift~s-end-leen 
21 asseeiatieft,-e~-sa"ings-benk has failed to meet its community 
22 reinvestment responsibility may file a complaint with the 

23 committee detailing the basis for that belief. 

24 b. If any committee member, in the member's discretion, 

25 finds that the complaint has merit, the member may order the 

26 bank,-sa"ings-end-loeft-assoeietien,-er-sa"ings-bank alleged to 
27 have failed to meet its community reinvestment responsibility 
28 to attend and participate in a meeting with the complainant. 

29 The committee member may specify who, at minimum, shall 

30 represent the financial institution at the meeting. At the 

31 meeting, or at any other time, the £inaneiel-insti~~~ieft bank 

32 may, but is not required to, enter into an agreement with a 

33 complainant to correct alleged failings. 

34 c. A majority of the committee may order a bank,-se"ings 

35 end-lean-asseeiatien,-er-se"ings-benk, against which a 

-1-
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1 complaint has been filed pursuant to this subsection~ to 

2 disclose such additional information relating to community 
3 reinvestment as required by the order of the majority of the 

4 committee. 
S Sec. S. Section l2C.lS, Code 1999, is amended to read as 

6 follows: 

7 l2C.lS RESTRICTION ON REQUIRING COLLATERAL. 
8 A local government shall not require a pledge of collateral 

9 for that portion of the local government's deposits in a 

10 sav±ng~-and-ioa"-or credit union that is covered by insurance 
11 of a federal agency or instrumentality. 
12 Sec. 6. Section 12C.16, Code 1999, is amended to read as 

13 follows: 

14 l2C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS. 

15 1. Before a deposit of public funds is made by a public 

16 officer with a ~av±ng~-8"d-ioan-or credit union in excess of 
17 the amount federally insured, the public officer shall obtain 
18 security for the deposit by one or more of the following: 
19 a. The ~av±ng~-and-ioan-or credit union may give to the 
20 public officer a corporate surety bond of a surety corporation 
21 approved by the treasury department of the United States and 

22 authorized to do business in this state, which bond shall be 

23 in an amount equal to the public funds on deposit at any time. 
24 The bond shall be conditioned that the deposit shall be paid 
2S promptly on the order of the public officer making the deposit 
26 and shall be approved by the officer making the deposit. 
27 b. The sav±n9~-and-ioan-or credit union may deposit, 

28 maintain, pledge and assign for the benefit of the public 
29 officer in the manner provided in this chapter, securities 

30 approved by the public officer, the market value of which is 

31 not less than one hundred ten percent of the total deposits of 

32 public funds placed by that public officer in the sav±ngs-and 

33 ioan-or credit union. The securities shall consist of any of 
34 the following: 

35 (I) Direct obligations of, or obligations that are insured 
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1 or fully guaranteed as to principal and interest by, the 

2 United States of America or an agency or instrumentality of 

3 the United States of America. 

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

5 political subdivision of this state. 

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

7 political subdivision of another state whose bonds are rated 

8 within the two highest classifications of prime as established 

9 by at least one of the standard rating services approved by 

10 the superintendent of banking pursuant to chapter 17A. 

11 (4) To the extent of the guarantee, loans, obligations, or 

12 nontransferable letters of credit upon which the payment of 

13 principal and interest is fully secured or guaranteed by the 

14 United States of America or an agency or instrumentality of 

15 the united States of America or the U.S. central credit union, 

16 and the rating of the U.S. central credit union remains within 

17 the two highest classifications of prime established by at 

18 least one of the standard rating services approved by the 

19 superintendent of banking by rule pursuant to chapter 17A. 

20 The treasurer of state shall adopt rules pursuant to chapter 

21 l7A to implement this section. 

22 (5) First lien mortgages which are valued according to 

23 practices acceptable to the treasurer of state. 

24 (6) Investments in an open-end management investment 

25 company registered with the federal securities and exchange 

26 commission under the federal Investment Company Act of 1940, 

27 15 U.S.C. § 80Ca), which is operated in accordance with 17 

28 C.F.R. § 270.2a-7. 

29 Direct obligations of, or obligations that are insured or 

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

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

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

33 investment company or investment trust registered under the 

34 federal Investment Company Act of 1940, 15 U.S.C. § 80a, the 

35 portfolio of which is limited to the United States government 
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1 obligations described in subparagraph (1) and to repurchase 

2 agreements fully collateralized by the United States 

3 government obligations described in subparagraph (1), if the 

4 investment company or investment trust takes delivery of the 

5 collateral either directly or through an authorized custodian. 
6 2. If public funds are secured by both the assets of a 

7 eeviftg~-eftd-ioen-o~ credit union and a bond of a surety 
8 company, the assets and bond shall be held as security for a 
9 rateable proportion of the deposit on the basis of the market 

10 value of the assets and of the total amount of the surety 

11 bonds. 
12 Sec. 7. Section l2C.17, Code 1999, is amended to read as 

13 follows: 
14 l2C.l7 DEPOSIT OF SECURITIES. 
15 1. A sevings-end-ioen-or credit union which receives 
16 public funds shall pledge securities owned by it as required 
17 by this chapter in one of the following methods: 

18 a. The securities shall be deposited with the county, 

19 city, or other public officers at the option of the officers. 

20 b. The securities shall be deposited pursuant to a 

21 bailment agreement with a financial institution having 
22 facilities for the safekeeping of securities and doing 
23 business in the state. A financial institution which receives 
24 securities for safekeeping is liable to the public officer to 
25 whom the securities are pledged for any loss suffered by the 
26 public officer if the financial institution relinquishes 

27 custody of the securities contrary to the provisions of this 

28 chapter or the instrument governing the pledge of the 

29 securities. 
30 c. The securities shall be deposited with the federal 

31 reserve bank of Chicago, Illinois, the federal home loan bank 
32 of Des Moines, Iowa, or the U.S. central credit union 

33 pursuant to a bailment agreement or a pledge custody 

agreement. 

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

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

3 owned or controlled directly or indirectly by the financial 

4 institution which deposits the securities. 

5 3. All deposits of securities, other than deposits of 
6 securities with the appropriate public officer, shall have a 
7 joint custody receipt taken for the securities with one copy 
S delivered to the public officer and one copy delivered to the 

9 S8v~ftgs-afto-loaft-or credit union. A saviftgs-ano-ioaft-or 

10 credit union pledging securities with a public officer may 

11 cause the securities to be examined in the officer's office to 

12 show the securities are placed with the officer as collateral 

13 security and are not transferable except upon the conditions 
14 provided in this chapter. 
15 4. Upon written request from the appropriate public 

16 officer but not less than quarterly, a saviftgs-afto-ioaft-or 

17 credit union shall report the par value and the market value 

IS of any pledged collateral and the total deposits of public 

19 funds of that officer in the s8viftgs-8ftO-ioaft-or credit union. 

20 Sec. S. Section 12C.lS, Code 1999, is amended to read as 
21 follows: 
22 12C.1S CONDITION OF SECURITY. 
23 The condition of the surety bond or the deposit of 
24 securities, instruments, or a jOint custody receipt, must be 
25 that the saviftgs-afto-loaft-or credit union will promptly pay to 

26 the parties entitled public funds, including any interest on 

27 the funds, in its custody upon lawful demand and, when 
28 required by law, pay the funds to the public officer who made 
29 the deposit. 

30 Sec. 9. Section 12C.19, subsections 3 and 4, Code 1999, 

31 are amended to read as follows: 

32 

33 

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

the holder or custodian of the securities shall, on the same 

34 day, forward by certified mail, return receipt requested, to 

35 the public officer and the s8vings-and-lo8ft-er credit union, a 
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1 receipt specifically describing and identifying both the 

2 substituted securities and those released and returned to the 

3 ~a~±n9~-and-ioan-or credit union. 

4 4. The public officer which deposits public funds with a 

5 ~av±n9~-and-ioan-or credit union shall require, if the market 

6 value of the securities deposited with or for the benefit of 

7 the officer falls below one hundred ten percent of the deposit 

8 liability to the public officer, the deposit of additional 

9 security to bring the total market value of the security to 

10 one hundred ten percent of the amount of public funds held by 

11 the ~a~±n9s-and-ioan-or credit union. 

12 Sec. 10. Section 12C.23, subsection 3, paragraph d, 

13 subparagraph (3), Code 1999, is amended by striking the 

14 subparagraph. 

15 Sec. 11. Section 12C.25, subsection 3, Code 1999, is 

16 amended by striking the subsection. 

17 Sec. 12. TRANSITION PROVISION. All funds in the state 

18 sinking fund for public deposits in savings and loan 

19 associations and savings banks on the effective date of this 

20 Act shall be transferred to the state sinking fund for public 

21 deposits in banks, and the state sinking fund for public 

22 deposits in savings and loan associations and savings banks 

23 shall be closed. 

24 EXPLANATION 

25 This bill amends Code chapter 12C relating to the deposit 

26 of public funds and the conditions which must be met by a 
27 financial institution to be eligible to receive such deposits. 

28 The bill provides that a savings and loan association, a 

29 savings bank, or any branch of a savings and loan association 

30 or savings bank, be subject to substantially the same 

31 requirements as a bank. 

32 

33 

34 

35 

-6-

LSB 2lS8HC 78 

mj/sc/14 



REPRINTED 
MAR 9 1999 

Place On Calendar 

Passed 

Vote: 

/,0. 7~ .1. I. 
H0t\Se', Date 31JR 199 
Ayes 7~ Nays ...-0,,-, __ 

Approved )n0*i 

HOUSE FILE ~~~ 
BY COMMITTEE ON COMMERCE 

AND REGULATION 

(SUCCESSOR TO HSB 130) 

(COMPANION TO LSB 2158SV) 

(,o..,(,~ 
Passed Senate, Date 3/d q/Q' 

Vote: Ayes q q Nays .....;0=--__ 

II, }qq1 

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. 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

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

TLSB 2158HV 78 

mj/sc/14 



S.F. H.F.51L 
1 Section 1. Section 12C.l, subsection 2, paragraph c, Code 

2 1999, is amended to read as follows: 

3 c. "Bank" means a corporation engaged in the business of 

4 banking authorized by law to receive deposits and whose 

5 deposits are insured by the bank insurance fund of the federal 

6 deposit insurance corporation and includes any office of a 

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

8 Sec. 2. Section 12C.l, subsection 2, paragraph f, Code 

9 1999, is amended to read as follows: 

10 f. "Financial institution" means a bank7-~avi~gs-a~d-ioa~7 

11 or a credit union. 

12 Sec. 3. Section 12C.l, subsection 3, paragraph a, Code 

13 1999, is amended to read as follows: 

14 a. If a 

15 union, then 

16 union shall 

17 12C.19 and 

depository is a-savi~gs-a~d-lea~-er a credit 

public deposits in the savi~g~-a~d-loa~-or credit 

be secured pursuant to sections l2C.l6 through 

sections 12C.23 and 12C.24. 

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

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

18 Sec. 4. 

20 a. A person who believes a bank7-savi~g~-a~d-loa~ 

21 a~~oe±ation,-or-~avings-bank has failed to meet its community 

22 reinvestment responsibility may file a complaint with the 

23 committee detailing the basis for that belief. 

24 b. If any committee member, in the member's discretion, 

25 finds that the complaint has merit, the member may order the 

26 bank7-savi~gs-a~d-toa~-assoeiati~n,-or-sav±n9s-~a~k alleged to 

27 have failed to meet its community reinvestment responsibility 

28 to attend and participate in a meeting with the complainant. 

29 The committee member may specify who, at minimum, shall 

30 represent the financial institution at the meeting. At the 

31 meeting, or at any other time, the £inaneial-instittttion bank 

32 may, but is not required to, enter into an agreement with a 

33 complainant to correct alleged failings. 

34 c. A majority of the committee may order a bank7-sav±ngs 

35 a~d-loa~-assoeia~io~7-or-savi~gs-bank7 against which a 
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S.F. H.F.5J.L 
1 complaint has been filed pursuant to this subsection, to 

2 disclose such additional information relating to community 

3 reinvestment as required by the order of the majority of the 

4 committee. 

5 Sec. 5. Section 12C.1S, Code 1999, is amended to read as 

6 follows: 

7 12C.1S RESTRICTION ON REQUIRING COLLATERAL. 

8 A local government shall not require a pledge of collateral 

9 for that portion of the local government's deposits in a 

10 ~aV~"9~-a"d-toa"-e~ credit union that is covered by insurance 

11 of a federal agency or instrumentality. 

12 Sec. 6. Section l2C.16, Code 1999, is amended to read as 

13 follows: 

14 12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS. 

15 1. Before a deposit of public funds is made by a public 

16 officer with a ~av±"9~-a"d-iea"-e~ credit union in excess of 

17 the amount federally insured, the public officer shall obtain 

18 security for the deposit by one or more of the following: 

19 a. The ~av±n9~-a"d-iea"-e~ credit union may give to the 

20 public officer a corporate surety bond of a surety corporation 

21 approved by the treasury department of the United States and 

22 authorized to do business in this state, which bond shall be 

23 in an amount equal to the public funds on deposit at any time. 

24 The bond shall be conditioned that the deposit shall be paid 

25 promptly on the order of the public officer making the deposit 

26 and shall be approved by the officer making the deposit. 

27 b. The ~av~"9~-a"d-ioa"-e~ credit union may deposit, 

28 maintain, pledge and assign for the benefit of the public 

29 officer in the manner provided in this chapter, securities 

30 approved by the public officer, the market value of which is 

31 not less than one hundred ten percent of the total deposits of 

32 public funds placed by that public officer in the ~aV~"9~-a"d 

33 ioa"-o~ credit union. The securities shall consist of any of 

34 the following: 

35 (1) Direct obligations of, or obligations that are insured 
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S.F. H.F.21L 
1 or fully guaranteed as to principal and interest by, the 

2 United States of America or an agency or instrumentality of 

3 the United States of America. 

4 (2) Pttb±ie-bo~d~-or-ob±i98~io~~-o£-~hi~-~~8~e-or-8 

5 po±i~ie8±-~ttbdi~~~~o~-o£-~hi5-s~8~e7 

6 t3t--Pttb±ie-bo~d~-or-ob±i98~io~~-o£-8no~her-~~8~e-or-8 

7 po±i~ieat-~ttbdi~i5ion-o£-a~o~her-~~8~e-who~e-bo~d~-8re-r8~ed 

8 wi~h~n-~he-~wo-hi9he~~-e±8~~i£ie8~io~~-o£-p~ime-8~-e~~8b±i~hed 

9 by-8~-±e8~~-o~e-o£-~he-~~8nd8rd-r8~i~9-ser~~ee~-appro~ed-by 

10 ~he-~ttper~~~e~de~~-o£-b8n~~n9-pttr~tt8~~-~o-eh8p~er-%7A. 

11 t4t To the extent of the guarantee, loans, obligations, or 

12 nontransferable letters of credit upon which the payment of 

13 principal and interest is fully secured or guaranteed by the 

14 United States of America or an agency or instrumentality of 

15 the United States of America or the U.S. central credit union, 

16 and the rating of the U.S. central credit union remains within 

17 the two highest classifications of prime established by at 

18 least one of the standard rating services approved by the 

19 superintendent of banking by rule pursuant to chapter 17A. 

20 The treasurer of state shall adopt rules pursuant to chapter 

21 17A to implement this section. 

22 t5t--P~r~~-±ie~-m~r~98ge~-wh~eh-8re-~8±tted-8eeordi~9-~0 

23 pr8e~iee~-aeeept8bte-~o-~he-~re8~ttrer-O£-~~8~e. 

24 t6t--Tnve5~me~~~-~~-8~-ope~-e~d-m8nageme~~-i~~e~~me~~ 

25 eomp8~y-re9i~~ered-wi~h-~he-£eder8±-~eettri~ie~-8~d-exeh8~ge 

26 eomm~55io~-ttnder-~he-£edera1-Tnve5~men~-eomp8~y-Ae~-o£-19467 

27 %5-e7S7e.-§-8et8t7-wh±eh-±~-opera~ed-±~-8eeord8nee-w±~h-17 

28 e7p.R.-§-~7e.~8-7. 

29 e±ree~-obi±98~±bn5-of7-or-obii9a~±on~-~h8~-8re-i~~ttred-or 

30 £u±±Y-9tt8r8~~eed-8~-~o-pr±~eip8±-8~d-±~~ere~~-bY7-~he-e~i~ed 

31 S~8~e~-o£-Amer±e87-whieh-m8y-be-tt~ed-~o-~eettre-~he-depe~±~-e£ 

32 pttbtie-£ttnd~-tt~der-sttbp8r89r8ph-t±t7-±~e±ttde-±~~e5~me~~~-i~-8~ 

33 ±nve~~me~~-eompany-or-±~~e~~me~~-~rtt~~-re9±~~ered-tt~der-~he 

34 federa±-Tn~es~men~-eomp8~y-Ae~-o£-%9467-T5-e.S.€.-s-ee87-~he 

35 per~£o±±e-o£-whieh-±~-±±m±~ed-~e-~he-e~±~ed-S~a~e~-90ver~me~~ 
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S.F. HoFo21L 
1 Oh±±9at±on~-de~er±hed-±n-~tlbpara9raph-t±t-and-to-reptlreha~e 

2 a9reement~-£tllly-eo±±atera±±zed-by-the-en±ted-State~ 

3 90vernment-ob±±9at±on~-de~er±bed-±n-~tlhpara9raph-tTt7-±£-the 

4 ±nve~tment-eompany-or-±nve~tment-trtl~t-takes-del±very-or-the 

5 eo±±ateral-e±ther-d±reet±y-or-throtl9h-an-atlthor±zed-etlstod±an7 

6 2. If public funds are secured by both the assets of a 

7 sav±n9s-and-loan-or credit union and a bond of a surety 

8 company, the assets and bond shall be held as security for a 

9 rateable proportion of the deposit on the basis of the market 

10 value of the assets and of the total amount of the surety 

11 bonds. 

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

13 follows: 

14 12C.17 DEPOSIT OF SECURITIES. 

15 1. A sav±n9s-and-loan-or credit union which receives 

16 public funds shall pledge securities owned by it as required 

17 by this chapter in one of the following methods: 

18 a. The securities shall be deposited with the county, 

19 city, or other public officers at the option of the officers. 

20 b. The securities shall be deposited pursuant to a 

21 bailment agreement with a financial institution having 

22 facilities for the safekeeping of securities and doing 

23 business in the state. A financial institution which receives 

24 securities for safekeeping is liable to the public officer to 

25 whom the securities are pledged for any loss suffered by the 

26 public officer if the firtancial institution relinquishes 

27 custody of the securities contrary to the provisions of this 

28 chapter or the instrument governing the pledge of the 

29 securities. 

30 c. The securities shall be deposited with the-rederal 

31 reserve-bank-or-eh±ea907-±11±no±~7 the federal home loan bank 

32 of Des Moines, Iowa, or the U.S. central credit union 

33 pursuant to a bailment agreement or a pledge custody 

34 agreement. 

35 d. The securities may be deposited by any combination of 
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S.F. H.F. -22J 
1 methods specified in paragraphs "a", "b", and "c". 

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

3 owned or controlled directly or indirectly by the financial 

4 institution which deposits the securities. 

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

6 securities with the appropriate public officer, shall have a 

7 joint custody receipt taken for the securities with one copy 

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

9 ~avi"g~-a"d-%oa"-or credit union. A ~avi"g~-a"d-%oa"-or 

10 credit union pledging securities with a public officer may 

11 cause the securities to be examined in the officer's office to 

12 show the securities are placed with the officer as collateral 

13 security and are not transferable except upon the conditions 

14 provided in this chapter. 

15 4. Upon written request from the appropriate public 

16 officer but not less than qttar~eriY7-a-~aV~"g~-a"d-ioa"-or 

17 ered~~-tt"io" monthly, the federal horne loan bank of Des 

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

19 of any pledged collateral a"d-~he-totai-depo~it~-oE-~ttbiie 

20 ftt"d~-oE-that-offieer-~"-~he-~avings-a"d-ioa"-or ~ credit 

21 union to the public entity represented by the requesting 

22 public officer. 

23 Sec. 8. Section 12C.l8, Code 1999, is amended to read as 

24 follows: 

25 12C.18 CONDITION OF SECURITY. 

26 The condition of the surety bond or the deposit of 

27 securities, instruments, or a joint custody receipt, must be 

28 that the saving~-a"d-ioan-or credit union will promptly pay to 

29 the parties entitled public funds, including any interest on 

30 the funds, in its custody upon lawful demand and, when 

31 required by law, pay the funds to the public officer who made 

32 the deposi t. 

33 Sec. 9. Section 12C.19, subsections 3 and 4, Code 1999, 

34 are amended to read as follows: 

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

-5-



S.F. H.F.21L 
1 securities, the holder or custodian of the securities shall, 

2 on the same day, forward by eer~~~~ed-ma±i,-re~tlr"-reee±p~ 

3 reqtle~~ed, regular mail to the public officer and the Sa~±"9~ 

4 a"d-ioa"-or credit union, a receipt specifically describing 

5 and identifying both the substituted or additional securities 

6 a"d-~ho~e-reieased-a"d-re~tlr"ed-~o-~he-sa~~"9S-a"d-ioa"-or 

7 ered~~-tl"±O". 
8 4. The public officer which deposits public funds with a 

9 Sa~±"9S-a"d-%oa"-or credit union shall require, if the market 

10 value of the securities deposited with or for the benefit of 

11 the officer falls below one hundred ten percent of the deposit 

12 liability to the public officer, the deposit of additional 

13 security to bring the total market value of the security to 

14 one hundred ten percent of the amount of public funds held by 

15 the ~a~~"9S-a"d-ioa"-or credit union. 

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

17 follows: 

18 12C.23 PAYMENT OF LOSSES IN A CREDIT UNION. 

19 1. The pledging of securities by a depos±~ory credit union 

20 pursuant to this chapter constitutes consent by the de~o~~~ory 

21 credit union to the disposition of the securities in 

22 accordance with this section. 

23 The acceptance of public funds by a de~os±~ory credit union 

24 pursuant to this chapter constitutes consent by the depo~±~ory 

25 credit union to assessments by the treasurer of state in 

26 accordance with this chapter. 

27 2. The depo~±~ory credit union and the security given for 

28 the public funds in its hands are liable for payment if the 

29 depo~~~ory credit union fails to pay a check, draft, or 

30 warrant drawn by the public officer or to account for a check, 

31 draft, warrant, order, or certificates of deposit, or any 

32 public funds entrusted to it if, in failing to pay, the 

33 depo~±~ory credit union acts contrary to the terms of an 

34 agreement between the depos±~ory credit union and the public 

35 body treasurer. The depos±~ory credit union and the security 

-6-
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1 given for the public funds in its hands are also liable for 

2 payment if the depo~±eory credit union fails to pay an 

3 assessment by the treasurer of state when the assessment is 

4 due. 

5 3. If a depo~±eory credit union is closed by its primary 

6 regulatory officials, the public body with deposits in the 

7 depo~±eory-~he~~-ftoe±£y-ehe-eree~ttrer-o£-~eeee-o£-ehe-emottfte 

8 o£-efty-e~e±m-w±eh±ft-th±rty-dey~-o£-the-e~o~±ftg credit union 

9 may sell the collateral to pay for any loss of principal. Phe 

10 eree~ttrer-o£-~eeee-~he~y-±mpyemefte-the-£oy~ow±ftg-proeedttre~~ 

11 a. In cooperation with the responsible regulatory 

12 officials for the depo~±eory credit union, the public body 

13 treasurer shall validate the amount of public funds on deposit 

14 at the defaulting depo~±tory credit union and the amount of 

15 deposit insurance applicable to the deposits. 

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

17 through any applicable deposit insurance and then through the 

18 sale of securities pledged by the defaulting depo~±eory credit 

19 union, and then the assets of the defaulting depo~±tory credit 

20 union. The priority of claims are those established pursuant 

21 to ~eet±oft-5~4.i3y~,-~ttb~eee±oft-~, section 533.22, subsection 

22 1, paragraph "b",-or-~eee±oft-534.5Y:1. To the extent permitted 

23 by federal law, in the distribution of an insolvent federally 

24 chartered depo~±eory~~ credit union's assets, the order of 

25 payment of liabilities if its assets are insufficient to pay 

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

27 in the same order as for the equivalent type of state 

28 chartered aepo~±~ory credit union as provided in ~eee±oft 

29 5~4.Y3i~,-~ttb~eee±oft-~, section 533.22, subsection 1, 

30 paragraph "b",-or-~eee±oft-534.5Y~. 

31 c. The claim of a public depositor for purposes of this 

32 section shall be the amount of the depositor's deposits plus 

33 interest to the date the funds are distributed to the public 

34 depositor at the rate the depo~±eory-±ft~t±tttt±Oft credit union 

35 agreed to pay on the funds reduced by the portion of the funds 
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S.F. H.F. !57/ 

1 which is insured by federal deposit insurance. 

2 d. If the loss to public funds is not covered by insurance 

3 and the proceeds of the failed deposi~ory~s credit union's 

4 assets which are liquidated within thirty days of the closing 

5 of the deposi~ory credit union and pledged collateral, the 

6 treasurer shall provide coverage of the remaining loss as 

7 rO%%OlfS~ 

8 t%t--tr-~he-%OSS-lfaS-±ftettrred-±ft-a-baftk,-~hen-any-rtlr~her 

9 paymeft~s-eo-eo~er-~he-ioss-w±%%-eome-rrom-ehe-sea~e-sinkift~ 

10 £ttnd-£or-pttb%ie-depos±~s-in-ban~s.--t£-~he-ba%anee-±ft-~ha~ 

11 sinkin9-rtlnd-is-inade~tta~e-~o-pay-~he-eft~±re-%oss,-~hen-~he 

12 ~reastlrer-sha%%-ob~ain-~he-addieiona%-amottne-needed-by-makin~ 

13 an-assessmene-a~ains~-o~her-banks-whose-pttbtie-rtlnds-deposits 

14 exeeed-deposie-insttranee-eo~era~e.--A-baftk~s-essessmen~-sha±t 

15 be-deeermined-by-mttteip%yin9-~he-~o~a%-amottn~-or-~he-remaiftin~ 

16 %oss-eo-at±-ptlb%ie-depositors-by-a-pereenea~e-~ha~-represeft~s 

17 ~hat-bank~s-proportiona%-share-or-~he-a~erage-or-tln±nstlred 

18 ptlbi±e-£ttftds-depos±~s-he%d-by-att-banks-as-or-~he-repor~ift~ 

19 daee-tlftder-seeeioft-%~e~~t-immed±a~eiy-preeee±n9-~he-eate-~he 

20 depository-was-eiosed~--Baeh-bank-shat±-p8y-its-assessment-~o 

21 th~-treasttrer-wiehin-~hree-bttsiness-days-arter-it-reeei~es 

22 noeiee-or-assessment.--tr-a-bank-ra±%s-to-pay-its-assessmeft~ 

23 when-dtteT-~he-~reastlrer-shat%-satisry-~he-assessmen~-by 

24 sett±n9-seettrit±es-ptedged-by-~h8t-bank~--tr-the-seetlri~±es 

25 ptedged-by-thae-b8nk-8re-inade~tt8te-eo-pay-~he-assessment,-t~e 

26 tre8sttrer-o£-seate-sha±%-ma~e-add±~iona%-assessmen~s-as-may-be 

27 neeessary-a9ainse-o~her-banks-whieh-ho%d-ttn±nstlred-pttbiie 

28 £ttnds-eo-saeisry-any-ttnpaid-assessment.--Any-add±eionat 

29 assessments-sha%t-be-deeermined,-eo%%eeted,-ane-satisfied-in 

30 ehe-same-m8nner-8s-~he-£±rst-assessment.--t£-a-bank-£ai±s-eo 

31 pay-its-assessment-when-dtle,-the-ereaSttrer-o£-sea~e-sh8%% 

32 in±tiaee-8-t8WStti~-~o-eo%±eee-ehe-assessmen~.--tr-a-bank-is 

33 rottftd-~o-h8~e-£ai%ed-~o-pay-~he-assessmen~-8s-reqtl±red-by-~his 

34 Stlbp8ra9r8ph,-the-eottr~-sha%±-order-it-~o-pay-~he-assessmeftt, 

35 eOttr~-eos~s,-reasonab%e-a~~orney~s-rees-b8Sed-oft-the-amOttn~-or 

-8-
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1 ~ime-~ne-a~tOrneY-gener61~s-o££iee-spen~-pre~arin9-and 

2 br±n9in9-the-ae~ion,-and-reasonable-expenses-ineHrred-by-~ne 

3 ~reasttrer-er-s~a~e.--fdle-balanees-in-~he-rttnd-shall-be 

4 ±n~es~ed-by-~he-~reasttrer-w±~n-earnin9s-ered±~ed-~e-~he-rttnd. 

5 pees-paid-by-banks-for-admin±s~ra~±on-of-~h±s-ehap~er-shall-be 

6 ered±~ed-~e-~he-fttnd-and-~he-~reasHrer-may-dedtte~-ae~ttal-eos~s 

7 o£-adm±nis~ra~±on-£rom-~ne-£ttnd. 

8 tit--ff-the-less-was-ineHrred-in-a-eredi~-ttn±on,-~hen-any 

9 £ttr~her-paYMen~s-~e-ee~er-~he-loss-w±ll-eoMe from the state 

10 sinking fund for public deposits in credit unions. If the 

11 funds are inadequate to cover the entire loss, then the 

12 treasurer shall make an assessment against other credit unions 

13 who hold public funds. The assessment shall be determined by 

14 multiplying the total amount of the remaining loss to public 

15 depositors by a percentage that represents the average of 

16 public funds deposits held by all credit unions during the 

17 preceding twelve-month period ending on the last day of the 

18 month immediately preceding the month the depos±~ory credit 

19 union was closed. Each credit union shall pay its assessment 

20 to the treasurer within three business days after it receives 

21 notice of assessment. If a credit union fails to pay its 

22 assessment when due, the treasurer of state shall initiate a 

23 lawsuit to collect the assessment. If a credit union is found 

24 to have failed to pay the assessment as required by this 

25 subparagraph, the court shall order it to pay the assessment, 

26 court costs, reasonable attorney's fees based upon the amount 

27 of time the attorney general's office spent preparing and 

28 bringing the action, and reasonable expenses incurred by the 

29 treasurer of state's office. Idle balances in the fund are to 

30 be invested by the treasurer with earnings credited to the 

31 fund. Fees paid by credit unions for administration of this 

32 chapter will be credited to the fund and the treasurer may 

33 deduct actual costs of administration from the fund. 

34 t3t--f£-the-loss-was-±nettrred-in-a-sa~±n9s-aftd-loan-or-a 

35 sa~~n9s-bank,-~hen-any-£ttr~her-paymen~s-~o-eo~er-~he-loss-will 

-9-



S.F. H.F.5..1/ 
1 eom~-from-th~-~tat~-~±nk±n9-£~nd-for-p~bi±e-depo~±t~-±n 

2 ~av±n9~-and-ioan-a~~oe±at±on~-and-~av±n9~-bank~.--f£-th~-£~nd~ 

3 are-±nad~q~ate-to-eov~r-the-ent±re-io~~,-then-th~-tr~a~~r~r 

4 ~haii-mak~-an-a~~~~~m~nt-a9a±n~t-oth~r-~8v±n9~-and-ioan~-and 

5 ~avin9~-bank~-who-hoid-pttbiie-£ttnd~.--~h~-a~~~~~m~nt-~haii-be 

6 det~rm±n~d-by-m~it±piy±n9-the-totai-amo~nt-o£-the-remainin9 

7 io~~-to-pttbiie-depo~itor~-by-a-pereentage-that-r~pre~ent~-the 

8 average-o£-p~biie-£ttnd~-d~po~it~-h~id-by-aii-~av±n9~-and-ioan~ 

9 and-~avin9~-bank~-d~rin9-th~-preeedin9-tweive-month-period 

10 ~ndin9-on-the-ia~t-day-o£-the-menth-immed±ateiy-preeedin9-the 

11 month-the-depe~itery-wa~-eie~ed.--Eaeh-savin9s-and-ioan-and 

12 ~avin9~-bank-~haii-pay-it~-a~~e~~ment-te-the-trea~~rer-within 

13 three-btt~±ne~~-day~-a£ter-it-reeeive~-net±ee-o£-a~~e~~Mento 

14 f£-a-~av±n9~-and-ioan-or-~avin9~-bank-£aii~-te-pay-it~ 

15 a~~e~~m~nt-wh~n-d~~,-tn~-tr~a~ttr~r-~haii-initiat~-a-iaw~~it-to 

16 eoii~et-tn~-asses~ment.--f£-a-~avin9~-and-iean-asseeiatien-er 

17 a-~av±n9~-bank-±~-fottnd-to-nav~-£aii~d-to-pay-tn~-a~~e~~ment 

18 a~-r~q~ire~-by-this-~ttbpara9raph,-tne-eettrt-~haii-erder-it-te 

19 pay-tn~-a~~e~sment,-eettrt-eests-e£-the-aetien,-reasenabie 

20 atterney~~-£ees-based-ttpen-tne-ame~nt-o£-time-tne-attorney 

21 9~n~rai~~-e££iee-~pent-preparin9-and-brin9in9-tne-aetion,-and 

22 r~a~onabie-expenses-inettrred-by-tne-tr~a~~rer-o£-~tate~~ 

23 e£fiee. 

24 e. Any amount realized from the sale of collateral 

25 pursuant to paragraph "d", sttbpara9rapn~-tit-and-t~t in excess 

26 of the amount of a depo~±toryi~ credit union's assessment, 

27 shall continue to be held by the treasurer, in the same 

28 interest bearing investments available for public funds, as 

29 collateral until that depe~itery credit union provides 

30 substitute collateral or is otherwise entitled to its release. 

31 £.--Poiiow±n9-eoiieetion-o£-the-a~~e~~ments,-the-~tat~ 

32 trea~~rer-~haii-di~trib~te-£~nd~-te-tne-p~bi±e-depe~±tor~-o£ 

33 the-£aiied-depo~±tory-aeeordin9-te-tneir-vaiidated-eia±m~.--f£ 

34 tne-a~~et~-avaiiabie-are-ie~~-tnan-the-totai-depe~it~,-the 

35 treasttrer-~haii-prorate-the-eiaims.--A-pttbi±e-d~pe~iter 

-10-
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S.F. H.F. -511 
1 reee±~±"9-payme"~-~"der-~h±~-~ee~±o"-~ha~~-a~~±9"-~O-~he 

2 ~rea~~rer-a"y-±"~ere~~-~he-p~b~ie-depo~i~or-may-ha~e-±"-ftt"d~ 

3 ~ha~-~ttb~eqtte"~iy-beeome-a~ai±abie-~o-depo~i~or~-of-~he 

4 defatti~i"9-depo~i~ory. 
5 Sec. 11. NEW SECTION. 12C.23A PAYMENT OF LOSSES IN A 

6 BANK. 

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

8 this chapter constitutes consent by the bank to assessments by 

9 the tieasurer of state in accordance with this chapter. 

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

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

12 account for a check, draft, warrant, order, or certificates of 

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

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

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

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

17 by the treasurer of state when the assessment is due. 

18 3. If a bank is closed by its primary regulatory 

19 officials, the public body with deposits in the bank shall 

20 notify the treasurer of state of the amount of any claim 

21 within thirty days of the closing. The treasurer of state 

22 shall implement the following procedures: 

23 a. In cooperation with the responsible regulatory 

24 officials for the bank, the treasurer shall validate the 

25 amount of public funds on deposit at the defaulting bank and 

26 the amount of deposit insurance applicable to the deposits. 

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

28 through any applicable deposit insurance and then through the 

29 sale of securities pledged by the defaulting bank. The 

30 priority of claims are those established pursuant to section 

31 524.1312, subsection 2, section 533.22, subsection 1, 

32 paragraph "b", or section 534.517. To the extent permitted by 

33 federal law, in the distribution of an insolvent federally 

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

35 if its assets are insufficient to pay in full all its 
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1 liabilities for which claims are made shall be in the same 

2 order as for a state-chartered bank as provided in section 

3 524.1312, subsection 2. 

4 c. The claim of a public depositor for purposes of this 

5 section shall be the amount of the depositor's deposits plus 

6 interest to the date the funds are distributed to the public 

7 depositor at the rate the bank agreed to pay on the funds 

8 reduced by the portion of the funds which is insured by 

9 federal deposit insurance. 

10 d. If the loss to public funds is not covered by insurance 

11 and the proceeds of the failed bank's assets which are 

12 liquidated within thirty days of the closing of the bank, are 

13 not sufficient to cover the loss, then any further payments to 

14 cover the loss will corne from the state sinking fund for 

15 public deposits in banks. If the balance in that sinking fund 

16 is inadequate to pay the entire loss, then the treasurer shall 

17 obtain the additional amount needed by making an assessment 

18 against other banks whose public funds deposits exceed deposit 

19 insurance coverage. A bank's assessment shall be determined 

20 by multiplying the total amount of the remaining loss to all 

21 public depositors by a percentage that represents that bank's 

22 proportional share of the average of uninsured public funds 

23 deposits held by all banks as of the reporting date under 

24 section 12C.21 immediately preceding the date the bank was 

25 closed. Each bank shall pay its assessment to the treasurer 

26 within three business days after it receives notice of 

27 assessment. If a bank fails to pay its assessment when due, 

28 the treasurer of state shall initiate a lawsuit to collect the 

29 assessment. If a bank 1S found to have failed to pay the 

30 assessment as required by this subparagraph, the court shall 

31 order it to pay the assessment, court costs, reasonable 

32 attorney fees based on the amount of time the attorney 

33 general's office spent preparing and bringing the action, and 

34 reasonable expenses incurred by the treasurer of state. Idle 

35 balances in the fund shall be invested by the treasurer with 
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1 earnings credited to the fund. Fees paid by banks for 

2 administration of this chapter shall be credited to the fund 

3 and the treasurer may deduct actual costs of administration 

4 from the fund. 
S e. Following collection of the assessments, the state 

6 treasurer shall distribute funds to the public depositors of 

7 the failed bank according to their validated claims. If the 

8 assets available are less than the total deposits, the 

9 treasurer shall prorate the claims. A public depositor 

10 receiving payment under this section shall assign to the 

11 treasurer any interest the public depositor may have in funds 

12 that subsequently become available to depositors of the 

13 defaulting bank. 
14 Sec. 12. Section l2C.25, subsection 3, Code 1999, is 

15 amended by striking the subsection. 
16 EXPLANATION 

17 This bill amends Code chapter l2C relating to the deposit 

18 of public funds and the conditions which must be met by a 

19 financial institution to be eligible to receive such deposits. 

20 The bill provides that a savings and loan association, a 

21 savings bank, or any branch of a savings and loan association 

22 or savings bank, be subject to substantially the same 

23 requirements as a bank. 
24 The bill strikes certain options with respect to securities 

25 which may be deposited, maintained, pledged, or assigned for 

26 the security of a public deposit including public bonds or 

27 obligations of this state or a political subdivision of this 

28 state; public bonds or obligations of another state or a 
29 poli.tical subdivision of another state whose bonds are rated 

30 within the two highest classifications of prime; first lien 

31 mortgages which are valued according to practices acceptable 

32 to the treasurer of state: and investments in an open-end 

33 management investment company registered with the federal 

34 securities and exchange commission. 

35 

-13-
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HOUSE CLIP SHEET MARCH 18, 1999 Page 6 

HOUSE FILE 571 
H-II09 

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 "Sec. Section 12C.l, subsection 3, paragraph 
7 b, Code 1999, is amended to read as follows: 
8 b. If a depository is a bank, ~hen public deposits 
9 in the bank shall be secured pursuant to sections 

10 ii€7iiy 12C.23y 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: 

L5 "(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 1940, 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 limited 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 
o inserting the following: 

H-1109 -1-



HOUSE CLIP SHEET MARCH 18, 1999 Page 7 

H-1109 
2 Page 

1 "c. The securities shall be deposited with the 
federal reserve bank o~-€h~eego7-~ttino~~, the federal 
home loan bank". 

2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

6. Page 5, by striking line 18 and inserting the 
following: "Moines, Iowa, shall report a description, 
the par value, and the market value". 

7. Page 5, by striking lines 21 and 22 and 
inserting the following: "union." 

8. Page 7, "line 9, by inserting after the word 
"principal" the following: "and accrued interest". 

"9. Page 7, lines 12 and 13, by striking the words 
"public body treasurer" and inserting the following: 
"~rees~rer public bod!". 

10. Page 11, by striking lines 27 through 29 and 
inserting the following: 

lib. The recovery of any loss to public depositors 
shall begin with applicable deposit insurance. The". 

11. Page 12, by striking lines 23 through 25 and 
inserting the following: "deposits held by all banks. 
Each bank shall pay its assessment to the treasurer". 

12. Page 13, by inserting after line 15 the 
following: 

"Sec. Section 12C.21, Code 1999, is repealed. 
Sec. EFFECTIVE DATE. This Act, being deemed 

25 of 
26 

immediate importance, takes effect upon enactment." 
13. Title page, line 3, by inserting after the 

27 
28 
29 

word "deposits" the following: ", and providing an 
effective date". 

14. By renumbering as necessary. 
By CHAPMAN of Linn 
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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 

Amend House File 571, as amended, 
reprinted by the House, as follows: 

passed, and 

1. Page 5, line 23, by inserting after the word 
"Iowa," the following: "or the U.S. central credit 

--------~~-=~~~~~~~ 
union,". 

By JEFF LAMBERTI 
PATRICK J. DELUHERY 

SENl\'l'E ~-;f\rr>\;TENr '10 IIOUSE FILE ')71 
9-1206 

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,". 
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H-1206 FILED MARCH 24, 1999 
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S.F. H.F. 

1 Section 1. Section 12C.l, subsection 2, paragraph c, Code 

2 1999, is amended to read as follows: 

3 c. "Bank" means a corporation engaged in the business of 

4 banking authorized by law to receive deposits and whose 

5 deposits are insured by the bank insurance fund of the federal 

6 deposit insurance corporation and includes any office of a 

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

8 association. 
~ 

9 Sec. 2. Section l2C.I, subsection 2, paragraph f, Code 

10 1999, is amended to read as follows: 

11 f. "Financial institution" means a bank7-~8vin~~-8nd-io8n7 

12 or a credit union. 

13 Sec. 3. Section 12C.l, subsection 3, paragraph a, Code 

14 1999, is amended to read as follows: 

15 a. If a depository is a-~avin9~-and-ioan-o~ a credit 

16 union, then public deposits in the ~avin9~-8nd-io8n-o~ credit 

17 union shall be secured pursuant to sections 12C.16 through 

18 12C.19 and sections 12C.23 and 12C.24. 

19 Sec. 4. Section l2C.l, subsection 3, paragraph b, Code 

20 1999, is amended to read as follows: 

21 b. If a depository is a bank, ~heft public deposits in the 

22 bank shall be secured pursuant to sections t~€~~17 12C.23, and 

23 17.C.24. 

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

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

26 a. A person who believes a bank7-~8vin9~-and-lo8n 

27 a~~oeiation7-o~-savin~s-bank has failed to meet its community 

28 reinvestment responsibility may file a complaint with the 

29 committee detailing the basis for that belief. 

30 b. If any committee member, in the member's discretion, 

31 finds that the complaint has merit, the member may order the 

32 bank,-savin9~-8nd-loan-a~~oeia~ion7-o~-savin9~-bank alleged to 

33 have failed to meet its community reinvestment responsibility 

34 to attend and participate in a meeting with the complainant. 

35 The committee member may specify who, at minimum, shall 
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S.F. H.F. 

1 represent the financial institution at the meeting. At the 

2 meeting, or at any other time, the fi"a"eial-i"~tittlti~n bank 

3 may, but is not required to, enter into an agreement with a 

4 complainant to correct alleged failings. 

5 c. A majority of the committee may order a bank7-~avi"9~ 

6 a"d-±~a"-a~~~eiati~"7-~r-~avin9~-bank7 against which a 

7 complaint has been filed pursuant to this subsection, to 

8 disclose such additional information relating to community 

9 reinvestment as required by the order of the majority of the 

10 committee. 

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

12 follows: 

13 12C.15 RESTRICTION ON REQUIRING COLLATERAL. 

14 A local government shall not require a pledge of collateral 

15 for that portion of the local government's deposits in a 

16 ~avi"9~-a"d-lea"-er credit union that is covered by insurance 

17 of a federal agency or instrumentality. 

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

19 follows: 

20 12C.16 SECURITY FOR DEPOSIT OF PUBLIC FUNDS. 

21 1. Before a deposit of public funds is made by a public 

22 officer with a ~avi"9~-a"d-loa"-~r credit union in excess of 

23 the amount federally insured, the public officer shall obtain 

24 security for the deposit by one or more of the following: 

25 a. The ~avin9~-and-loa"-or credit union may give to the 

26 public officer a corporate surety bond of a surety corporation 

27 approved by the treasury department of the United States and 

28 authorized to do business in this state, which bond shall be 

29 in an amount equal to the public funds on deposit at any time. 

30 The bond shall be conditioned that the deposit shall be paid 

31 promptly on the order of the public officer making the deposit 

32 and shall be approved by the officer making the deposit. 

33 b. The ~8v±n9~-8nd-le8n-~r credit union may deposit, 

34 maintain, pledge and assign for the benefit of the public 

35 officer in the manner provided in this chapter, securities 
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1 approved by the public officer, the market value of which is 

2 not less than one hundred ten percent of the total deposits of 

3 public funds placed by that public officer in the ~avin9~-and 

4 loan-or credit union. The securities shall consist of any of 

5 the following: 

6 (1) Direct obligations of, or obligations that are insured 

7 or fully guaranteed as to principal and interest by, the 

8 United States of America or an agency or instrumentality of 

9 the United States of America. 

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

11 political subdivision of this state. 

12 (3) Public bonds or obligations of another state or a 
13 political subdivjsion of another state whose bonds are rated 

14 within the two highest classifications of prime as established 
-"--'-----

15 by at least one of the s~andard rating services approved by 

16 the superi'1_t:_~~.?e!:"~_~~_._.~.3.nki::~_pu::'>_l:l.a_nt to chapter 17A. 

17 (4) To the extent of the guarantee, loans, obligations, or ------
18 nontransferable letters of credit upon which the payment of 

19 principal and interest is fully secured or guaranteed by the 

20 United States of America or an agency or instrumentality of 

21 the United States of America or the U.S. central credit union, 

22 and the rating of the U.S.' central credit union remains within 

23 the two highest classifications of prime established by at 

24 least one of the standard rating services approved by the 

25 superintendent of banking by rule pursuant to chapter 17A. 

26 The treasurer of state shall adopt rules pursuant to chapter 

27 17A to implement this section. 

28 (5) First lie~I?ortgages_,~~Jc:~_~re val~ed ac~ording to 

29 practices acceptable to the treasurer of state. 

30 (6) Investment~_.~ !:..~?pen-.~nd _~a~agement investment 

31 company reg istered wi th __ the federal secur i ties and excha~ 

32 commission under the federal Investment Company Act of 1940, 
.---.-. -_.- -- - .... -~.-.- ....... _- -.-......... ----'- ._....&...-_~---

33 15 u.s.c:_. ~_~Q(_~,l~_!ihich_~?pe_~~ted in accordance with 17 

34 C.F.R. § 270.2a-7. 

35 Direct obli.9a~J~I]~_<?f, or obligations that are insured or 
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1 fully guaranteed as to principal and interest by, the United 
--------_ .. 

2 States of America, ~hich may be used to secure the deposit of 

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

4 investment company or investment trust registered under the 

5 federal Investment Company Act of 1940, 15 U.S.C. § BOa, the --
6 portfolio of which is limited to the united States government 

7 obligations described in subparagraph (1) and to repurchase 

8 agreements fully collateralized by the united Stales 

9 government obligations described in subparagraph ( 1 ) , if the -
10 investment company or investment trust takes delivery of the 

11 collateral either directly or through an authorized custodian. 
-~ 

12 2. If public funds are secured by both the assets of a 

13 ~avin9~-and-i~an-~~ credit union and a bond of a surety 

14 company, the assets and bond shall be held as security for a 

15 rateable proportion of the deposit on the basis of the market 

16 value of the assets and of the total amount of the surety 

11' bonds. 

18 Sec. B. Section 12C.17, Code 1999, is amended to read as 

19 follows: 

20 12C.17 DEPOSIT OF SECURITIES. 

21 1. A ~avin9g-and-toan-o~ credit union which receives 

22 public funds shall pledge securities owned by it as required 

23 by this chapter in one of the following methods: 

24 a. The securities shall be deposited with the county, 

25 city, or other public officers at the option of the officers. 

26 b. The securities shall be deposited pursuant to a 

27 bailment agreement with a financial institution having 

28 facilities for the safekeeping of securities and doing 

29 business in the state. A financial institution which receives 

30 securities for safekeeping is liable to the public officer to 

31 whom the securities are pledged for any loss suffered by the 

32 public officer if the financial institution relinquishes 

33 custody of the securities contrary to the provisions of this 

34 chapter or the instrument governing the pledge of the 

35 securities. 
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1 c. The securities shall be deposited with the federal 
• 

2 reserve bank of-€hieago7-f±±±"oi~, the federal home loan bank 

3 of Des Moines, Iowa, or the U.S. central credit union pursuant 

4 to a bailment agreement or a pledge custody agreement. 

5 d. The securities may be deposited by any combination of 

6 methods specified in paragraphs "a", "b", and "c". 

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

8 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 ~av±"g~-a"d-±oa"-or credit union. A ~av±"g~-and-±oan-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 qtlarte~~Y7-a-~av±ng~-ano-~oan-or 

22 ereoit-tlnion monthly, the federal home loan bank of Des 

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

24 the markel value of any pledged collateral and-the-totai 

25 de~~it~-of-~tlbt±e-ftlnd~-of-that-off±eer-±n-the-~avi"~~-and 

26 ioa"-or ~ credit union. 

27 Sec. 9. Section l2C.18, Code 1999, is amended to read as 

28 follows: 

29 12C.IB 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 ~av±ft9g-and-±oan-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 
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1 the depos it. 

2 Sec. 10. Section 12C.l9, subsections 3 and 4, Code 1999, 

3 are amended to read as follows: 

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

5 securities, the holder or custodian of the securities shall, 

6 on the same day, forward by e~~eifi~d-maii,-r~e~rft-~~e~ipe 

7 ~~q~~se~o, regular mail to the public officer and the ~a~i"q~ 

8 afto-ioaft-or credit union, a receipt specifically describing 

9 and identifying both the substituted or additional securities 

10 eftd-eho~e-~et~a~ed-e"d-~eettrft~d-eo-ehe-~a~iftqg-aftd-toaft-O~ 

11 e~ed±e-t2ft±on. 

12 4. The public officer which deposits public funds with a 

13 sa~iftq~-a"d-ioaft-or credit union shall require, if the market 

14 value of the securities deposited with or for the benefit of 

15 the officer falls below one hundred ten percent of the deposit 

16 liability to the public officer, the deposit of additional 

17 security to bring the total market value of the security to 

18 one hundred ten percent of the amount of public funds held by 

-19 the sa~ift9~-aftd-ioe"-or credit union. 

20 Sec. 11. Section 12C.23, Code 1999, 1S amended to read as 

21 follows: 

22 12C.23 PAYMENT OF LOSSES IN A CREDIT UNION. 

23 1. The pledging of securities by a depo~ieory credit union 

24 pursuant to this chapter constitutes consent by the d~pository 

25 credit union to the disposition of the securities in 

26 accordance with this section. 

27 The acceptance of public funds by a oepo~±eo~y credit union 

28 pursuant to this chapter constitutes consent by the depo~ieory 

29 credit union to assessments by the treasurer of state in 

30 accordance with this chapter. 

31 2. The depo~ieory credit union and the security given for 

32 the public funds in its hands are liable for payment if the 

33 depogieo~y credit union fails to pay a check, draft, or 

34 warrant drawn by the public officer or to account for a check, 

35 draft, warrant, order, or certificates of deposit, or any 
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1 public funds entrusted to it if, in failing to pay, the 

2 d~~~~+~~~y credit union acts contrary to the terms of an 

3 agreement between the d~pe~±t~~y credit union and the public 

4 body treasurer. The dep~git~~y credit union and the security 

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

6 payment if the de~ogieo~y credit union fails to pay an 

7 assessment by the treasurer of state when the assessment is 

8 due. 

9 3. tf a deposito~y credit union is closed by its primary 

10 regulatory officials, the public budy with deposits in the 

11 de~ogie~~y-ghatt-"otify-the-t~e8StlPer-of-ge8te-of-the-amOtlMe 

12 ~f-8ny-et8im-within-~h±rty-d8yg-of-the-etosing credit union 

13 may sell t~e collateral to pay for_any l~~s of principal and 

14 accrued interest. ~he-ereastlrer-ef-gt6te-sh8lt-impl~ment-the 

15 fotlowinq-pp~eedtl~eg~ 

16 a. In cooperation with the responsible regulatory 

17 officials for the depog±to~y credit union, the t~e8gtl~e~ 

18 public body shall validate the amount of public funds on 
• 

19 deposit at the defaulting depository credit union and the 

20 amount of deposit insurance applicable to the deposits. 

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

22 through any applicable deposit insurance and then through the 

23 sale of securities pledged by the defaulting depository credit 

24 union, and then the assets of the defaulting dep~g±t~ry credit 

25 union. The priority of claims are those established pursuant 

26 to gee~ien-5~4.t3t~,-stlbgeetio"-~7 section 533.22, subsection 

27 1, paragraph "b"7-o~-geeti~n-534.5Fl. To the extent permitted 

28 by federal law, in the distribution of an insolvent federally 

29 chartered dep~gitory~g credit union's assets, the order of 

30 payment of liabilities if its assets are insufficient to pay 

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

32 In the same order as for the equivalent type of state 

33 chartered depog±to~y credit union as provided in geetion 

34 5~4.t3t27-gubgeetio"-~, section 533.22, subsection 1, 

35 paragraph "b"7-op-geetio"-534.5t~. 
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1 c. The claim of a public depositor for purposes of this 

2 section shall be the amount of the depositor's deposits plus 

3 interest to the date the funds are distributed to the public 

4 depositor at the rate the depos~~ory-~"s~t~tl~~O" credit union 

5 agreed to pay on the funds reduced by the portion of the funds 

6 which is insured by federal deposit insurance. 

7 d. If the loss to public funds is not covered by insurance 

8 and the proceeds of the failed deposi~ory~s credit union's 

9 assets which are liquidated within thirty days of the closing 

10 of the depo~t~ory credit union and pledged collateral, the 

11 treasurer shall provide coverage of the remaining loss as 

12 f~ttows~ 

13 ttt--tf-~he-toss-was-~netlrred-tn-a-bank,-~hen-any-rtlr~her 

14 paymen~s-~o-eo~e~-~he-t~ss-w~ii-eome-rrom-~he-state-s~nk~n9 

15 rtlnd-ro~-ptlbtie-depost~s-in-ban~s~--fr-the-batanee-~n-~hat 

16 s~nktn9-rtlnd-~s-~nade~tla~e-~o-pay-the-en~t~e-toss,-~hen-the 

17 ~~eastl~e~-~hatt-obtain-the-addt~ionai-amotlnt-needed-by-mak~n9 

18 an-8gge~smen~-a9ain~~-o~he~-bankg-who~e-ptlbite-rtlndg-depogits 

19 e~eeed-depogi~-ingtl~anee-eove~age~--A-ban~~~-asse~sment-shait 

20 be-de~e~mined-by-mtlltiplyin9-the-to~at-amotln~-or-the-remainin9 

21 to~s-to-all-ptlbtte-depositors-by-a-pereentage-~hat-~ep~esen~s 

22 ~hat-bank~s-p~oport±onat-sha~e-of-the-average-of-tlninstlred 

23 ptlbtie-ftlnds-depo~its-heid-by-aii-ban~s-as-of-the-~epor~in9 

24 date-tlnde~-seetion-l~e~~1-immedia~ety-preeedin9-~he-da~e-the 

25 deposito~y-was-etosed~--Eaeh-bank-shait-pay-i~s-assessment-to 

26 the-~~eastlrer-wtthin-~hree-btlsiness-days-af~er-tt-reeei~eg 

27 notiee-of-asgeggment~--tf-a-bank-faiis-to-pay-its-assegsment 

28 when-dtle,-the-treastlrer-shatl-ga~tgfy-~he-agseggmen~-by 

29 gettin9-geetl~ities-pledged-by-~hat-bank~--tr-the-seetlrities 

30 ptedged-by-that-bank-are-inadeqtlate-~o-pay-the-as~e~sment,-~he 

31 ~reagtlre~-of-~tate-ghaii-make-additionat-a~sessments-as-may-be 

32 neeeggary-a9ainst-other-bankg-whieh-hotd-tlningtlred-ptlbiie 

33 ftlnds-to-satigry-any-tlnpaid-aggeggment~--Any-addi~ionat 

34 aggeggmentg-ghatt-be-determined,-eo±ieeted,-and-gat~sfied-in 

35 ~he-g8ffie-manner-8g-the-fir~t-asgeg~ment~--ff-a-bank-railg-to 
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1 pay-it~-a~~es~ment-wMen-dtte,-tMe-tr~aStt~e~-6f-state-~ha±± 

2 initiate-a-±aw~ttit-to-eo±leet-the-asse~~ment~--f£-a-ban~-i~ 

3 £ottnd-to-Ma~e-fai±ed-to-pay-tMe-a~se~~ment-a~-reqttired-by-thi~ 

4 ~tlbp8~a9raph,-the-eottrt-sha±±-erder-±t-to-pay-the-a~~e~~ment, 

5 eOtlrt--eo~t~,-rea~onab±~-atto~fteyLs-fees-ba~ed-on-tMe-amottnt-of 

6 t±me-the-6tterneY-genera±L~-offiee-~pent-prepar±n9-and 

7 br±n9in9-the-aet±on,-and-~ea~onab±e-expenses-inettrreo-by-the 

8 t~ea~ttre~-of-~tate~--~d±e-ba±anee~-±n-the-£ttnd-sha±±-be 

9 ±nvested-bi-the-treastt~e~-with-earnin9~-ered±ted-to-tMe-£ttnd~ 

10 Pee~-paid-by-bankg-for-'adm±ft±stration-o£-this-ehapter-sha~±-be 

11 ered±teci-to-the-fttno-ano-the-treasttrer-may-deottet-aetna±-eost~ 

12 o£-adm±ni~tration-from-the-ftlnd~ 

13 t~t--ff-the-lo~~-was-±nett~red-±n-a-ereo±t-ttn±on,-then-any 

14 £ttrther-payments-to-eover-the-±o~~-will-eome from the state 

15 sinking fund for public deposits in credit unions. If the 

16 funds are inad~quate to cover the entire loss, then the 

17 treasurer shall make an assessment against other credit unions 

18 who hold public funds. The assessment shall be determined by 

19 multiplying the total amount of the remaining loss to public 

20 depositors by a percentage that represents the average of 

21 public funds deposits held by all credit unions during the 

22 preceding twelve-month period ending on the last day of the 

23 month immediately preceding the month the depository credit 

24 union was closed. Each credit union shall pay its assessment 

25 to the treasurer within three business days after it receives 

26 notice of assessment. If a credit union fails to pay its 

27 assessment when due, the treasurer of state shall initiate a 

28 lawsuit to collect the assessment. If a credit union is found 

29 to have failed to pay the assessment as required by this 

30 subparagraph, the court shall order it to pay the assessment, 

31 court costs, reasonable attorney's fees based upon the amount 

32 of time the attorney general's office spent preparing and 

33 bringing the action, ar.d reasonable expenses incurred by the 

34 treasurer of state's office. Idle balances in the fund are to 

35 be invested by the treasurer with earnings credited to the 
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1 fund. Fees paid by credit unions for administration of this 

2 chapter will be credited to the fund and the treasurer may 

3 deduct actual costs of administration from the fund. 

4 t3t--ff-eh~-tos~-was-~ftetlr~~d-±ft-a-Sav±ft9s-6ftd-toa"-o~-a 

5 ~av±n9S-baftk,-eheft-any-ftlreh~r-payffienes-eo-~over-eh~-to~s-witt 

6 ~ome-from-th~-seae~-sinkin9-fttnd-for-pttbti~-depo~it~-in 

7 ~avift9S-and-toan-a~go~iations-a"d-savin9s-banks7'--ff-eh~-fttftd~ 

8 a~~-inad~~ttate-eo-eover-the-e"eire-to~g,-ehen-the-e~eastlrer 

9 ~hatt-make-an-agges~mene-89ainse-oehe~-~8Vift9~-8nd-toafts-ano 

10 saving~-baftkg-who-hotd-ptlbtie-£tlftdg.--~he-asseggmene-shatt-be 

11 deeermined-by-mtlleip±yiftg-eh~-eoeat-amotlne-of-ehe-~emainiftg 

12 tog~-eo-ptlbtie-depo~ieor~-by-a-p~~e~ntage-that-rep~egefteg-eh~ 

13 averag~-of-ptlbtie-fttnds-depogits-hetd-by-att-g8Ving3-and-to8ft~ 

14 and-saving~-b8nks-dtl~ing-ehe-preeeding-ewe±ve-moneh-pe~iod 

15 ending-on-ehe-ta~e-day-of-the-month-immediaeety-preeed~ng-ehe 

16 moneh-the-depogieory-wa~-etosed.--Eaeh-saviftgs-8ftd-toan-and 

17 ~av±ng~-baftk-shatt-pay-it~-asg~s~meftt-to-the-t~~agtlr~r-wiehin 

18 ehree-btl~in~g~-dayg-aft~r-it-reeeiveg-noeiee-of-agsessment. 

19 ff-a-savings-and-toan-or-saviftgs-bank-faits-to-p8y-ies 

20 assessment-when-otle,-ehe-treasttrer-shatt-iftieiaee-a-taw~ttie-eo 

21 eotteee-ehe-agsessmefte.--ff-a-savings-ano-toan-assoeiaeion-or 

22 a-savings-bank-is-fottnd-eo-have-faited-to-pay-the-asgessment 

23 as-reqtt±~ed-by-ehis-stlbp8~agraph7-th~-eotl~e-shatt-order-ie-to 

24 pay-eh~-asseggm~ne,-eotlre-eoses-of-the-aeeion,-reasonabte 

25 aeeorney~s-fees-based-tlpon-ehe-amottne-of-eime-the-aeeorney 

26 generat~g-offiee-gpene-preparin9-and-bringing-ehe-aeeion,-and 

27 reasonab±e-expen~eg-inetlrred-by-ehe-e~eagtlre~-of-geaee~g 

28 offiee7 

29 e. Any amount realized from the sale of collateral 

30 pursuant to paragraph "d", gtlbpara9raphs-ttt-and-t~t in excess 

31 of the amount of a deposieo~y~s credit union's assessment, 

32 shall continue to be held by the treasurer, in the same 

33 interest bearing investments available for public funds, as 

34 collateral until that deposieory credit union provides 

35 substitute collateral or is otherwise entitled to its release. 
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1 £~--Poiiow±~9-eoii~et±o~-o£-the-8ss~sSment~7-th~-St8t~ 

2 tr~8stl~~~-~hal~-d±st~ibtlte-£tl~ds-to-th~-~tlei±e-d~pos±tor~-o£ 

3 th~-fa±t~d-depos±tory-aeeord±"9-tO-the±r-~6i±dated-e±aims~--f£ 

4 the-a~set~-a~6f±able-are-iesg-th8n-the-totai-depogitgT-the 

5 t~eagtlre~-3hall-pror8te-the-el8img~'--A-ptlbtie-depo3itor 

6 reeei~in9-p6yment-tlnder-th±s-seetion-ghati-asg±9n-to--the 

7 tre8~tlrer-any-±nterest-the-ptlbt±e-depos±tor-may-ha~e-±n-£tlnds 

8 tha~-·gtlbse~tlently-beeome-a~6±±abte-to-depos±to~s-O£-the 

9 defatltt±n9-depog±tory~ 

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

11 BANK. 

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

13 this chapter constitutes consent by the bank to assessments by 

14 the treasurer of state in accordance with this chapter. 

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

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

17 account for a check, draft, warrant, order, or certificates of 

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

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

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

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

22 by the treasurer of state when the assessment is due. 

23 3. If a bank is closed by its primary regulatory 

24 officials, the public body with deposits in the bank shall 

25 notify the treasurer of state of the amount of any claim 

26 within thirty days of the closing. The treasurer of state 

27 shall implement the following procedures: 

28 a. In cooperation with the responsible regulatory 

29 officials for the bank, the treasurer shall validate the 

30 amount of 

31 the amount 

32 b. The -
33 begin with 

34 claims are 

35 subsection 

public funds on deposit at the defaulting bank and 

of deposit insurance applicable to the deposits. 

recovery of any loss to public depositors shall 

applicable deposit insurance. The priority of 

those established pursuant to section 524.1312, 

2, section 533.22, subsection 1, paragraph "b", or 

-11-
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1 section 534.517. To the extent permitted by federal law, in 

2 the distribution of an insolvent federally chartered bank's 

3 assets, the order of payment of liabilities if its assets are 

4 insufficient to pay in full all its liabilities for which 

5 claims are made shall be in the same order as for a state-

6 chartered bank as provided in section 524.1312, subsection 2. 

7 c. The claim of a public depositor for purposes of this 

8 section shall be the amount of the depositor's deposits plus 

9 interest to the date the funds are distributed to the public 

10 depositor at the rate the bank agreed to pay on the funds 

11 reduced by the portion of the funds which is insured by 

12 federal deposit insurance. 

13 d. If the loss to public funds is not covered by insurance 

14 and the proceeds of the failed bank's assets which are 

15 liquidated within thirty days of the closing of the bank, are 

16 not sufficient to cover the loss, then any further payments to 

17 cover the loss will come from the state sinking fund for 

18 public deposits in banks. If the balance in that sinking fund 

19 is inadequate to pay the entire loss, then the treasurer shall 

20 obtain the additional amount needed by making an assessment 

21 against other banks whose public funds deposits exceed deposit 

22 insurance coverage. A bank's assessment shall be determined 

23 by multiplying the total amount of the remaining loss to all 

24 public depositors by a percentage that represents that bank's 

25 proportional share of the average of uninsured public funds 

26 deposits held by all banks. Each bank shall pay its 

27 assessment to the treasurer within three business days after 

28 it receives notice of assessment. If a bank fails to pay its 

29 assessment when due, the treasurer of state shall initiate a 

30 lawsuit to collect the assessment. If a bank is found to have 

31 failed to pay the assessment as required by this subparagraph, 

32 the court shall order it to pay the assessment, court costs, 

33 reasonable attorney fees based on the amount of time the 

34 attorney general's office spent preparing and bringing the 

35 action, and reasonable expenses incurred by the treasurer of 
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1 state. Idle balances in the fund shall be invested by the 

2 treasurer with earnings credited to the fund. Fees paid by 

3 banks for administration of this chapter shall be credited to 

4 the fund and the treasurer may deduct actual costs of 

5 administration from the fund. 

6 e. Following collection of the assessments, the state 

7 treasurer shall distribute funds to the public depositors of 

8 the failed bank according to their validated claims. If the 

9 assets available are less than the total deposits, the 

10 treasurer shall prorate the claims. A public depositor 

11 receiving payment under this section shall assign to the 

12 treasurer any interest the public depositor may have in funds 

13 that subsequently become available to depositors of the 

14 defaulting bank. 

15 Sec. 13. Section 12C.25, subsection 3, Code 1999, is 

16 amended by striking the subsection. 

17 Sec. 14. Section l2C.21, Code 1999, is repealed. 

18 Sec. 15. EFFECTIVE DATE. This Act, being deemed of 

19 immediate importance, takes effect upon enactment. 

20 

21 
22 

23 
24 

25 
26 

27 

28 

29 

30 

31 

32 

33 

34 

35 
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HOUSE FILE '571 

AN ACT 

RELATING TO THE DEPOSIT OF PUBLIC FIJNOS AND THE CONOITIONS 
WHICH MUST BZ MET BY A SAVINGS AND LOAN ASSOCIATlON OR 

SAVINGS BANK TO BE BLIGIBLE TO RECEIVE SUCH 08POSITS, AND 

PROVIDING AN EFFECTIVE DATB. 

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

Section 1. Section 12C.l, subsection 2, paragraph c, Code 

1999, is ~ended to read as follows: 
c. HBank" 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. ~Eank" also means a savings and loan or savings 

~«i~tion. 
Sec. 2. Section 12C.1, subsection 2, paragraph f, Code 

1999, is amended to read as follows: 
f. "Financial institution~ means a bankT-sa.in9S-ft~d-%eaftT 

or a credit union. 
Sec. 3. Section 12C.1, subsection 3, paraqraph a, Code 

1999, is amended to read as follows: 
a. If a depository is a-sav±ftqs-and-ioaft-oro a credit 

union, then public deposits in the seviftqe-eftd-ioen-e~ credit 

union ·shall be secured pursuant to sections 12C.16 through 

l2C.19 and sections l2C.23 and 12C.24. 
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Sec. 4. Section 12C.1, subsection 3, paraqraph b, Code 
1999, is amended to read as follows: 

• 

b. If a depository is a bank. ehen public deposits in the 
bank shall be secured pursuant to sections ~ie~ii, 12C.23T and 

12C.24. 
Sec. 5. Section 12C.6A, subsection 5, paraqraphs a, b, and 

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

a. A person who believes a bank7-s8vings-sne-io8n 

ftssee~8eio"7-0r-s8vings-ba"~ 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 me~ber's discretion, 

finds that the complaint has merit, the member may order the 

bank, -S8v!:nge-ane-lo8n-assoe iai:ion,--oro-sav t "gs-banlt all eged 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 Hnftne~a}-±n9t:ietlt:±on 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 bankT-eav*ft~8 
.nd-loaft-8Ssoe*8t:±onT-e~-eavt"ge-bankT aqainst 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 aa 
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 
sa.tn~s-and-}oen-e~ credit union that is covered by insurance 

of a federal agency or instrumentality. 
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Sec. 7. Section 12C.16, Code 1999, is amended to read as 

follo~s: 

12C.16 SECJRITY FOR DEPOSIT OF PUBLIC FONDS. 

1. 3efore a deposit of public ~unds is ~ade by a public 

officer with a ~av~"~~-a"d-~oan-or credit union in excess of 

the amount federally insured, the public officer shall obtain 

security for t~e deposit by one or more of the following: 

a. The ~avi~qs-aftd-loa"-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 

prornptly on the order of the public officer making the deposit 

and shall be approved by the officer making the deposit. 

b. The saviftgs-and-±oan-or credit union may deposit, 

maintain, pi edge 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 

loan-or credit union. The securities shall consist of any ot 

the following: 
(1) Direct obligations of, or obligations that are insured 

or fully guaranteed as to principal and inte~est by, the 

United States of America or an agency or instrumentality of 

the United States of America. 
(2) Public oonds or obligations of this state or a 

politica: subdivision of this state. 
(3) P~bl!c bonds or obligations of another state or a 

politica~ subdivision of another state whose bonds are rated 

within the two highest classifications of prime as established 

by at :east one of the standard rating services approved by 

the superintendent of banki~g pursuant to chapter 17A. 
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(4) To the extent of the guarantee, loans, obligat~ons, or 

nontransferable :etters 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 Uni~ed 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 l7A. 

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 lnvest~ent Company Act of 1940, 

15 U.S.C. S SOla), which is operated in accordance with 17 

C.F.R. S 270.2a-7. 
Direct obligations of, or obligations that are insured or 

fully guaranteed as to principal and interes~ by, the United 

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

public funds under subparagraph (1), include invest~ents in an 

invest~ent ccmpany or investment trust registered under the 

federal Investment Company Act of 1940, 15 U.S.C. S SOa, 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 

i~vestment company or investment trust takes deli~ery of the 

collateral either directly or through an authorized custodian. 

2. If public funds are secured by both the assets of a 

~avi"~s-a~d-~oa"-er 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 ma~ket 

value of the assets and of the total amount of the surety 

bonds. 

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

f01~c'''s: 

~2C.:7 DEPOSIT OF SECURITIES. 

1. A sft.i"~~-a"d-±e8n-o~ credit union which rece:ves 

public funds shall pledge securities owned by it as required 

by th:s chapter in one of the following methods: 

a. 7he securities shall be deposited with the county, 

city, or other public officers at the option of the officers. 

b. T~e sp.curities shall be deposited pursuant to a 

bai~=er.t agreement with a financial institution having 

faci::ties :or the safekeeping of securities and doing 

busi~ess in the state. A financial institution which receives 

secur:~ies for safekeeping is liable to the public officer to 

whom the securities are pledged for any loss suffered by the 

public of~icer if the fina~cial institution relinquishes 

cus:~dy of the securities contrary to the proviSions cf this 

chapter or the instrument qovern1ng the pledge of the 

sec'.lri~ies. 

c. The securities shall be deposited with the federal 

reser?e bank o'-€hteftqo,-fiii"o±~, the :ederal home loan bank 

of Des Moines, Iowa, or the U.S. centr3~ c~edit union pursuant 

to a bailment agreement or a pledge custody agreement. 

d. The securities may be deposited by any c~mbination of 

methods specified in paragraphs Ma", "b", and "c". 

2. A deposit of sec'.lri~!es sha~l not be ~ade in a facility 

owned or controlled directly or indirectly by the financial 

institution which deposits the securities. 

3. Al~ deposits of securities, other than deposits of 

securit~es ~ith the appropriate ?ublic officer, shall have a 

join~ custody receipt taken for the sec'.lrities with one copy 

deli?ered to the public officer and one copy delivered to the 

~ayin~s-a".-loft"-o~ credit union. A seyf"~s-e"d-ioen-or 

credit '.Inion pledging securities with a public ~f~ice~ ~ay 

cause the sec~rit~es 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 condit:ons 

provided in this chapter. 

4. Upon written request from the appropr~ate public 

off~cer but nct less than qttarte~lY7-a-sftv±"gs-ftnd-~oftn-or 

e~edie-tlnie" monthly, the federa: home ~o~n bank of D~ 

Moin~~Iowa, . ..or H.e U_,S. cen~ral credit union, shall repo<t i! 
desc~iQtlon, the par value and the market value of any pledged 

col~aleral and-~h~-~etft~-d~po~~~~-of-pab~ie-~and~-o~-th8t 

o~~~eer-tn-~he-~av±"~s-a"e-toan-e~ ~ credit union. 

Sec. 9. Section l2C.1S, Code 1999, ~s amended to read as 

follows: 

l2C.18 CONDIT!ON OF SECURITY. 

The condition of the surety bond or the deposit of 

securities, instruments, or a joint custody receipt, must be 

that the ~avi"~s-a"d-±oft"-O~ credit u~ion will prompt:y pay to 

the parties entitled public funds. inc:uding any interest on 

the funds, in its custody upon lawful demand and, when 

req~ired by law, pay the funds to the public officer who made 

the depos it. 

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 secur~ties shall, 

on the same day, forward by ee~t±f~ed-ma~~7-~eta~"-~~ee±pt 

~eqtt~~~ed7 regUlar mail to the public officer and the s8vin9s 

t!lnd-%oft"-·o~ credit union, a receipt speci~ically describing 

and idenLfying both the substituted or add_idona: securities 

end-tho~e-~eiee~ed-and-~etar~ed-to-~he-sftvi"~s-ft"d-ioa"-e~ 

e~ed~t-a"±o". 

4. ~he ~ublic officer which depos:ts public funds with a 

Sft.±"~s-a~d-~ean-o~ credit union shall req~i!e, if the ~ar~et 

value 0: the securities deposited with or :or the benefit of 

the officer falls below one hundred ten percent of the deposit 

liability to ~he public officer. the deposit of additional 

secur:ty to br:~g the total ~arket value of the security to 
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one hundred ten pe~cent of the amount of public funds held by 

the sa~in9s-end-ioen-or credit ~nion. 
Sec. 11. Section 12C.23, Code 1999, is amended to read as 

follows: 
12C.23 PAYMEN~ OF LOSSES ~N A CREDIT UNION. 

~he pledglng of securities by a depos~tory credit union 

pursuant to th~s chapter constitutes consent by the de~sitory 
credit union to the disposition of the securities in 

accordance with this section. 
The acceptance of public funds by a de~sitory credit un~on 

pursuant to :his chapter constitutes consent by the depository 

credit union to assessments by the treasurer of state in 

accordance with this chapter. 
2. The de~sitory credit union and the security given for 

the public E~~ds ~n its hands are liable for payment if the 

depos±tory credit union fails to pay a check, draft, or 

warrant draw~ by the public off~cer or to account for a check, 

draft, warrant, order, or certificates of deposit, or any 

p~blic funds entrasted to it if, in failing to pay, the 

depository c~edi~ union acts contrary to the terms of an 

agreement bet~een the de~9itory credit union and the public 

body treasurer. The depository credit union and the security 

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

payment if the depository credit union fails to pay an 

assessment by the treasurer of state when the assessment is 

due. 
3. If a ce~~~~ery credit union is closed by its primary 

regulatory cEf:cials, the public body with deposits in the 

depos~tery-~"8tt-notiiy-t"e-tre8Stt~e~-of-stete-oi-the-amott"~ 
oi_a"y_etft~~-w~tht"-th~rt!-days-of-the-e±o9t"9 ~~ 
may sell the collateral to pay :or any 10s5 of princi2al and 

ac_<!..r~_e~nter~. 'fhe_;,re8Sttrer-oi-stlltl!-shatt-tmplelllent-the 

fe±~owtnq-~roeee~~es~ 

a. :n c~o~~ation with the responsible regulatory 

officials fcr ~~e depe!tite~y credi~ ~nion, the t~easttrer 
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public body shall validate the amount of p~b:ic funds on 

deposit at the defaulting depos~tory credit union and the 

amount of deposit insurance applicable to the deposits. 

b. The loss to public depOSitors shal: be satisfied, first 

through any applicable deposit insura~ce and then through the 

sale of securities pledged by the defaulting depes~~o~y ~redit 

union, and then the assets of the defaulting depos~te~y credit 

anlo~. The priority of claims are those established pursuant 

to geet~en-514~±3±17-sttbseetto"-IT section 533.22, subsection 

1, paragraph '·b"T-e~-see~~on-53.T5t'. To the extent permitted 

by federal law, in the distribution of an insolvent federally 

chartered deposi~ory~s credit union's assets, the order of 

payment of liabilities if its assets are insufficienc 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 depository credit_union as provided in seetton 

5147±3±IT-Sttbseetion-17 section 533,22, subsection 1, 

paragraph ·b"7-o~-seetton-53.T5±'. 

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 distr:buted to the public 

depositor at the rate the depo~itory-tn~~tttttion c~edi~_union 

agreed to pay on the funds reduced by the portion of the E~nds 

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 eepostto~y~9 credit union's 

assets whiCh are liquidated within thirty days of the closing 

of the de~sitory credit union and pledged collateral, the 

treasurer shall provide coverage of the remaining loss as 

io±iows~ 

t±t--if-the-ros~-was-~nett~red-in-a-bankT-~he"-8ny-ftl~ther 

payme"ts-~o-ee.er-~he-ios9-w~~r-eo~e-f~om-the-sta~l!-~in~~"9 

ftt~d-£or-~ttbtie-de~osits-~~-banks7--~f-the--ba~e~ee-~n-~hae 

!~nk±"q-ftt"d-t9-±~edeqttete--~o-pey-~he-e~t±~e-~Os9T-then-~he 

t~eastt~er-shari-obtain-~he-aeditiona±-amottne-needed-by-mak~n9 
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an-a~~~~~me~t-a9ain~t-eth~~-ban~8-whe~e-p~biie-fttnd~-depe~+ts 

~l( eeed --dep<!>~ it- i ns~~ance -eoye ~aqe. - -A-banI<'" ~ --a :!Ises :!I lIIe II t-!! hei 'I: 

be-a~~er~in~d-by-m~'l:tipiyin9-~he-~etat-amottnt-e£-the-~~ma±lIin9 

ios~-to-aii-p~biie-depesito~s-by-a-pere~nt8qe-that-~epresents 

that-bft~~"'s-p~eportienai-share-o£-the-awepaqe-e£-ttnill!!~~ed 

p~bi i:e - ~ttndl!l-deposi e~ -heid-by-a%i-bank!l--as-e£ -the-report "119 

dl!lte- ttnder-seetion-i i!€.-i!3: --ilMlediaee~y --preeedinq- the-dl!lte-ehe 

depe!li:te!'y-was-eiosed.--eneh-b8nk-!lhai~--pey-i:t~-l!Isses~ment-to 

e~e-tpeas~pe!'-within-th~ee-htts+ness-days-after-it-peeeiyes 

netiee-ef-asses~mentT--il-a-b811~-!ai:is-to-pl!ly-it!l-as:!l~ssment 

when-dtteT-the-treasttper-shai'l:-sati:~£y-the-asse~sment-b, 

se±"tnq-!!eettri:ties-ptedqed-by-that-bank.--rf-~he-seettrittes 

pted~ed-by-that-benk-are-inl!ldeqttate-to-pey-the-a~~e~~l11ent,-the 

treesttre!'-e£-stete-shati-~ake-edd+t+ona'l:-as~essment!!--as-may-be 

necessary-aql!lin~t-other-ballks-wh+en-hotd-~ni:nstt~ed-pttbtie 

f~lId~--te-sati:s£y-any-ttllpaid-asses~ment.--Any-addi:t±ollal 

as!!e~~ments-~ha+~-oe-determinedT-eeiieetedT-and-~eti:s€ied-in 

the-same-manner-as-the-£±p~t-esse~s~entT--f~-e-bank-f~i:~s-to 

~ey-tt~-.s!le,sment-when-d~eT-the-treas~rer--of-stete-!!hell 

in±tiete-a-±ews~+t-to-eei±eet-ehe-assessment.--ff-a-benk-i:~ 

fottnd-te-~eve-£ai±ed-te-pay-the-a~~~~sment-es-reqttired-by-th±~ 

~~bpepa9!'aph,-the-eo~rt-sha±l-eeder-it-to-pey-the-assessmentT 

eettr~ -eese.,-rea~onebie-ettorneY"'s-fee~-ba~ed-en-the-emottnt-of 

time-the-eetorneY-genera~·s-offiee-~pe~t-prepl!lri:n9-end 

brin9in~-ehe-aetien,-end-pe.sonabte-el(pense~-inettr~ed-by-the 

treasttrer-ef-~tate~--fdie-baianee,-in-the-fttnd-shat~-be 

inYested-by-tha-ereasttrer-with-earninqs-eeedited-to-th~-fttnd~ 

Pees-paie-by-benks-fer-edmini:!lt~ae'en-of-thi~-ehapeep-sha±~-be 

e"ed±te<i-eo--ehe-- !ttnd-and--the-t~easttrer-may-dedttet-ae~lje±-eests 

o!-administratioll-from-the-f~nd~ 

tit--ff-the-±oss-was-in~~rred-in-a-epedit-ttn~en,-then-any 

fttrthe~-paYJ!l.nt~-to--eo .. e~--the-±es~-wiH:--eollle from the state 

s~nking fund for public deposits in credit unions. !~ the 

f~nds are inadequate to ccver the entire !oss, then the 

treasurer shall make an assessment aqainst otner credit unions 

.. 
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who hold public funds, ~he assessment shall be determined by 

multiplying the total amount of the re~aining loss to public 

depositors by a percentage that represents t~e ~verage of 

public funds deposits held by all credit unions during the 

preceding twelve-month period endi~g on :he last day of the 

month immediately preceding the month the depository £!~~it 

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 Eaies to pay its 

assessment when due, the :reasurer of state shall initiate a 

lawsuit to col~ect the assessment. If a credit union is found 

to have failed to pay the assessment as required by this 

sub9aragraph, the court shall o:der 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 

br:nging 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 admin"stration of this 

chapter will he credited to the fund and the treasurer may 

dedu"t actual costs of administration from the fund. 

t3t--fE-the-=os9-was-~nettrred-~n-a-sayin9s-and-iean-er-8 

~e .. ~ nq~ -- banlt, - ~hen-any- Itt rther -paymeftts-to-eoYero- the-- loss-wiii 

e~me-froM-tne-s~e~e-sinlti:ng-f~nd-for-pttbite-depo~it~-in 

sa .. ~~gs-and-~oan-assee±at±ens-and-!!a .. ings-banks~--ff-the-fttnds 

are-inadeqttate-to-eoyer-the-en~ire-iessT-then-the-tr"eas~rer 

shl!li'l:-lIIake--an-asses~ment-e9ain!!e-other-saYin9!!-aftd-ioan~-and 

se .. in9s-benk~-whe-heid-pttbiie-fttnd~.--~he-assessme"t-shaii-be 

determtned-by-Iftttitipryinq--the-total-amettne--of-ene-remainift9 

tos~-to-ptt~i±e-depo~itor"s~~y-a-~ereentage-that-represents-tne 

aye~aqe-of-~ttb~fe-f~nds-depos*ts-hetd-by-ei'l:-se .. in9~-and-roans 

and-sevings-hanlts-ottroi"9-the-preeed±ng-twe'l: .. e-month-pero±od 

endi:nq-on-the--ta~t-dey-of-ehe-month-*mned~ate±y-~reeeding-the 

~e~th-tbe-depos!tory-was-elosed.--eaeh-!!a .. in9~-and-iean-ane 

sa .. tnqs-baftk-sha%%-pay-it~-assesslllent-te-the-treasttrer-w~th±n 
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thr~~_b~~i"e~~-dey~-ef~~r-it-reeeiyes-"ctiee-of-es~~~~me"t~ 

ff-e-~eYi~9S-e"d-tce"-ar-~eYin9S-ba"k-fe±~s-to-pay-~ts 

assessm~"e-wMen-dtte7-tne-trea~~rer-shatt-ini~iate-e-~ews~±t-tc 

eetieet-eh~-ass~ssment~--ff-a-saYin9S-e"d-ioen-assoe±atien-or 

a __ ~ay±n9S_be"~_is_£cttnd_to_haye_£a±~ed_te_pay_the_asse~sm~"t 

as-reqtt±red-by-thts-sttbpara9reph7-the-eottrt-shai~-erd~r-it-to 

pay-the-assessment7-eOttrt-eosts-o£-the-aetion,-reasonabie 

attorneyLs-fees-based-ttpon-the-amottnt-o£-t±me-t~e-ettorney 

generaiLs-off±ee-s~ent-preparin9-and-bring±n9-the-aetion,-and 

rea90nabie-expenses-inettrred-by-the-treasttrer-o£-s~ateLS 

offiee~ 

e. Any amount realized from the sale of col:ateral 

pursuant to paragraph "d", sttbpara9raphs-tit-and-t~t in excess 

of the amount of a depos±toryLs 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 depository credit union provides 

substitute collateral or is otherwise entit:ed to its release. 

e7--Poiiow±n9-eciieet±on-cf-the-asses~ments,-the-state 

treasttrer-~haii-di~trib~te-fttnd~-to-the-pttbl±e-depositors-of 

the_fe±i~d_depcsitory-aeeord±n9-tc-their-yei±dat~d-ei8±ms~--ff 

the-fts~ets-eyaii8bie--are-+.ess-th8"-the-totfti-depes±ts7-~he 

~rea~~rer-~Me%i-~rOr6~e-~ne-eiaims7--A-p~b+'ie-depes±tor 

~eee±Yin9--payment-ttnder-~h±s-see~±en-sh8ii-8ssi9n-to-the 

treft~tlrer-any-interest-the-ptlbi±e-depositor-may-naye-in-fttnds 

th6t-sttbseqttent%y-beeome-8Y8i+.abie-~o-deposi~ors-o£-~he 

defetlttin9-eepositery~ 

Sec. 12. NEW SECTION. 12C.23A PAYME~T OF LOSSES IN A 

B~. 

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

t~is chapter constitutes consent by the bank to assessments by 

the treasurer of state in accordance with th~s 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 at 
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deposit, or any public funds entrusted to it if, in failing to 

pay, the bank acts contrary to the terrr,s 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 :ts 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, ~he treasurer sha:: 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 i~surance. The priority of 

claims are those established pursuant to section 524.1312, 

subsection 2, section 533.22, subsection 1, paragraph wb", or 

section 534.517. To the extent permitted by feneral law, in 

the distribution of an insolvent federally chartered bank's 

assets, the order of payment of liabilities if its assets are 

insuificient 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.~3l2, 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 ~ar.k·s asse~s which are 

liquidated within thirty days of ~he closlng of the hank, are 

not sufficient to cover the loss, chen any further payments to 

cover the loss will come from the state sinking fund for 
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p~blic deposits in banks. If the balance in that sinking fund 

~s inadequate to pay the entire loss, then the treasurer shall 

obtain the additional amoun~ needed by ~aking an assessnent 

against other banks whose public fur.cis deposits exceed deposit 

insurance coverage. A bank's assess~ent shall be determined 

by multiplying the total amount of t~e remaining less to all 

public depositors by a perce!ltage ti:at represents 'c()at bank's 

p~oportional 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 o[ 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 orde~ it to pay the assessment, court costs, 

reasonable attorney fees based on the a~cunt of time the 

attorney general's office spent preparing and bringing the 

action, and reasonable expenses incurred by the treasurer of 

state. rdle ba:ances in the fund shall be invested by the 

treasurer wlth earnings credited to the fund. Fees paid by 

banks for administration of this chapter shall be credited to 

the f.~nd and the treasurer may deduct actual COgts of 

administration from the fund. 

e. Following collection of the assessments, the state 

t~easurer shall distribute funds to the public depositors of 

the failed bank according to their validated c:aims. If the 

assets available are less than the total deposits, the 

treasurer shall prorate the c:a~ms. A pu~lic 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 oE the 

defaulting bank. 

Sec. 13. Section 12C.25, subsection 3, Code 1999, is 

~ended by striking the suhsection. 

Sec. 14. Section 12C.21, Code 1999, is repea:ed. 
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Sec. 15. EFFECTIVE DATE. This Act, being deemed of 

immediate importance, lakes effect upon enactment. 
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