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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 l2C.l, subsection 2, paragraph f, Code 

9 1999, is amended to read as follows: 

10 f. "Financial institution" means a bankT-~a~ing~-and-loanT 

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 depository is a-~a~ing~-and-loan-or a credit 

15 union, then public deposits in the ~a~ing~-and-loan-or credit 

16 union shall be secured pursuant to sections l2C.16 through 

17 12C.l9 and sections l2C.23 and 12C.24. 

18 Sec. 4. Section l2C.6A, subsection 5, paragraphs a, b, and 

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

20 a. A person who believes a bankT-~a~ing~-and-loan 

21 a~~oeia~ionT-or-~a~ing~-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 bankT-~a~ing~-and-loan-a~~oeia~ionT-or-~a~ing~-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 £inaneial-in~~i~~~ion 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 bankT-~a~ing~ 

35 and-loan-a~~oeia~ionT-or-~a~ing~-bankT against which a 
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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. 
5 Sec. 5. Section 12C.15, Code 1999, is amended to read as 

6 follows: 
7 12C.15 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 ~a~i~9s-a~d-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 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 ~a~i~9~-a~d-ioa~-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 ~a~i~9~-a~d-ioa~-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 

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 ~a~i~9s-a~d-ioa~-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 ~a~i~9~-a~d 

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

4 the following: 

5 (1) 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 l7A. 

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. S 80(a), which is operated in accordance with 17 

28 C.F.R. S 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. S aOa, the 
35 portfolio of which is limited to the United states government 

-3-



S.F. H.F. ----

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 ~a~±~9~-a~d-ioa~-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 ~av±~9s-a~d-ioa~-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 
4 agreement. 

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 

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

9 ~8~±ft9~-8ftd-±08ft-Or credit union. A ~8~±ft9~-8ftd-±08ft-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 ~8~±ft9S-8ftd-±08ft-Or 

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

18 of any pledged collateral and the total deposits of public 
19 funds of that officer in the ~8~±ft9S-8ftd-±08ft-Or credit union. 
20 Sec. 8. Section l2C.18, Code 1999, is amended to read as 

21 follows: 
22 l2C.18 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 ~8~±ft9~-8ftd-±08ft-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 l2C.19, subsections 3 and 4, Code 1999, 

31 are amended to read as follows: 

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

33 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 ~8~±ft9s-aftd-±08ft-Or 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~±"9~-a"d-ioa"-or credit union. 
4 4. The public officer which deposits public funds with a 

5 ~a~±"9~-a"d-ioa"-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~±"9~-a"d-ioa"-er credit union. 
12 Sec. 10. Section l2C.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 l2C 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 

4 

5 
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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 

£ 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-S8~iftgs-8ftd-lo8ft7 

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 depository is 8-s8~iftgs-8ftd-loaft-or a credit 

15 union, then public deposits in the S8~±ftgs-8ftd-lo8ft-Or credit 

16 union shall be secured pursuant to sections l2C.l6 through 

17 12C.19 and sections 12C.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 bank7-sa~iftgs-aftd-loaft 

21 assoe±at±oft7-or-Sa~±ft9S-baftk 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-sav±ftgs-aftd-loaft-assoe±at±oft7-or-sa~±ftgs-baftk 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 £±ftafteial-±fts~ittttioft 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-savift9~ 

35 aftd-loaft-assoe±atioft7-or-s.~±ft9S-baft~T against which a 
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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. 

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

6 follows: 

7 12C.15 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 ~8~±~~~-8~d-lo8~-or 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 ~8~±~~~-8~d-lo8~-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 ~8~i~~~-8~d-lo8n-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 

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 ~8~in~~-8nd-lo8n-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 ~8~in~~-8~d 

33 l08n-or credit union. The securities shall consist of any of 

34 the following: 

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

-2-



S.F. H.F. 

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) Pttbi±e-bond~-or-obi±gat±on~-o£-th±~-~tate-or-a 

5 poi±t±eai-~ttbd±y±~±on-o£-th±~-~tate. 

6 t3t--Pttb±±e-bond~-or-obi±gat±on~-o£-another-~tate-or-a 

7 poi±t±eai-~ttbd~~i~±on-o£-another-~tate-who~e-bond~-are-rated 

8 w±th±n-the-two-h±ghe~t-eia~~±£±eat±on~-o£-pr±me-a~-e~tabi±~hed 

9 by-at-iea~t-one-o£-the-~tandard-rat±ng-~er~±ee~-appro~ed-by 

10 the-~ttper±ntendent-o£-ban~±ng-pttr~ttant-to-ehapter-iTA. 

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 l7A. 

20 The treasurer of state shall adopt rules pursuant to chapter 

21 17A to implement this section. 

22 t5t--P±r~t-±±en-mortgage~-wh±eh-are-~a±tted-aeeord±ng-t0 

23 praet±ee~-aeeeptab±e-to-the-trea~ttrer-o£-~tate. 

24 t6t--±n~e~tment~-±n-an-open-end-management-±nye~tment 

25 eompany-reg±~tered-w±th-the-£edera±-~eettr±t±e~-and-exehange 

26 eo~~±~~±on-ttnder-the-£ederai-~n~e~tment-€ompany-Aet-o£-i946, 

27 ±5-B.S.€.-S-86tat,-wh±eh-±~-operated-±n-aeeordanee-w±th-iT 

28 e.p.R.-S-~T8.~a-T. 

29 a±r~et-obi±gat±on~-o£,-or-ob±±gat±on~-that-are-±n~ttred-or 

30 £tt±±y-gttaranteed-a~-to-pr±ne±pa±-and-±ntere~t-by,-the-Bn±ted 

31 State~-o£-Amer±ea,-wh±eh-may-be-tt~ed-to-~eettre-the-oepo~tt-o£ 

32 pttbi±e-£ttnd~-ttnder-~ttbpara9raph-tit,-±neittde-±n~e~tment~-±n-an 

33 ±n~e~tment-eompany-or-±n~e~tment-trtt~t-reg±~tered-ttnder-the 

34 £edera±-~n~e~tment-€ompany-Aet-o£-±94e,-±5-B.S.€.-§-8ea,-the 

35 portfo±±o-of-wh±eh-±~-i±m±ted-to-the-Bn±ted-State~-ge~ernment 
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1 obt±~e~±o~~-de~er±bed-±~-~~bpera~repn-tit-e~d-~o-rep~rene~e 

2 e~reeme~~~-£~tty-eotte~eret±zed-by-~ne-H~±~ed-S~e~e~ 

3 ~o~er~me~~-obt±~e~±o~~-de~er±bed-±~-~~bpere~repn-ttt7-±£-~ne 

4 ±~~e~~me~~-eompa~y-or-±~~e~~me~~-~r~~~-~eke~-det±~ery-o£-~ne 

5 eotie~erei-e±~ner-d±ree~ty-or-~nro~~n-e~-a~~nor±zed-e~~~od±a~. 

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

7 ~e~±~~~-e~d-ioe~-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 l2C.17, Code 1999, is amended to read as 

13 follows: 

14 12C.17 DEPOSIT OF SECURITIES. 

15 1. A ~e~±~~~-a~d-toa~-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 ~ne-£ederet 

31 re~er~e-ba~k-o£-eh±ee907-fti±~o±~7 the federal home loan bank 

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

33 to a bailment agreement or a pledge custody agreement. 

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

35 methods specified in paragraphs "a", "b", and "C". 
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1 2. A deposit of securities shall not be made in a facility 

2 owned or controlled directly or indirectly by the financial 

3 institution which deposits the securities. 

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

5 securities with the appropriate public officer, shall have a 

6 joint custody receipt taken for the securities with one copy 

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

8 ~8viftg~-8fte-%08ft-Or credit union. A ~8V±ftg~-8fte-%08ft-Or 

9 credit union pledging securities with a public officer may 

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

11 show the securities are placed with the officer as collateral 

12 security and are not transferable except upon the conditions 

13 provided in this chapter. 

14 4. Upon written request from the appropriate public 

15 officer but not less than qtt8r~er%Y7-8-~8Viftg~-8fte-%08ft-Or 

16 ereei~-ttftioft monthly, the federal home loan bank of Des 

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

18 of any pledged collateral 8fte-~he-~O~8%-ee~o~i~~-o£-~ttb%ie 

19 £ttfte~-O£-~h8~-o££ieer-ift-~he-~8Viftg~-8fte-±08ft-Or ~ credit 

20 union to the public entity represented by the reguesting 

21 public officer. 

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

23 follows: 

24 12C.18 CONDITION OF SECURITY. 

25 The condition of the surety bond or the deposit of 

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

27 that the ~8viftg~-8"e-lo8"-Or credit union will promptly pay to 

28 the parties entitled public funds, including any interest on 

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

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

31 the deposit. 

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

33 are amended to read as follows: 

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

35 securities, the holder or custodian of the securities shall, 
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1 on the same day, forward by eerti£ied-m8i%7-retttrft-reeeipt 

2 reqtte~ted7 regular mail to the public officer and the ~8~±ftg~ 

3 8ftd-%08ft-Or credit union, a receipt specifically describing 

4 and identifying both the substituted or additional securities 

5 8ftd-tho~e-re%e8~ed-8ftd-retttrfted-to-the-S8~iftgs-8ftd-%08ft-or 

6 eredit-ttftioft . •• 
7 4. T~puE~officer which deposits public funds with a 

8 ~8~iftg~-8ftd-%08ft-Or credit union shall require, if the market 

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

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

11 liability to the public officer, the deposit of additional 

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

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

14 the ~8~ing~-8ftd-%08ft-Or credit union. 

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

16 follows: 

17 l2C.23 PAYMENT OF LOSSES IN A CREDIT UNION. 

18 1. The pledging of securities by a depo~itory credit union 

19 pursuant to this chapter constitutes consent by the depo~itory 

20 credit union to the disposition of the securities in 

21 accordance with this section. 

22 The acceptance of public funds by a depo~itory credit union 

23 pursuant to this chapter constitutes consent by the depo~itory 

24 credit union to assessments by the treasurer of state in " 

25 accordance with this chapter. 

26 2. The depo~itory credit union and the security given for 

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

28 depo~itory credit union fails to pay a check, draft, or 

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

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

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

32 depository credit union acts contrary to the terms of an 

33 agreement between the depository credit union and the public 

34 body treasurer. The depository credit union and the security 

35 given for the public funds in its hands are also liable for 
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lpayment if-th~ rlepo~i~ory ~redit union fails to pay an 

2 assessment bi·>the treasurer of state when the assessment i~ 

3 due. 

4 3. If a rleposi~ory credit union is closed-by its primary 

5 regulatory officials, the public body with deposits in the 

6 depo~i~ory-~h~rr-fto~i£y-~he-~re~~ttrer-o£-~~~~e-o£-~he-amottftt 

7 O£-~fty-er~im-wi~hift-~hirty-rl~y~-o£-~he-ero~iftg credit-union~ 

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

9 tre~~ttrer-o£-~t~~e-~h~ri-impremeft~-the-£orrowiftg-proeerlttre~~ 

10 a. In cooperation with the responsible regulatory ... , ~ ,." 

11 officials for the rlepo~i~ory credit union, the public body 

12 treasurer shall validate the amount of public funds on deposit 

13 at the defaulting rlepo~itory credit union and the amount of 

i4 deposit insurance applicable to the deposits. 

15 b. The loss to public depositors shall be satisfied,-'iirst 

16 through any applicable deposit insurance and then through the 

17 sale of securities pledged by the defaulting rlepo~i~ory· credit 

18 union, and then the assets of the defaulting rlepo~i~ory credit 

19 union. The priority of claims are those established pursuant 

20 to ~eetioft-5~47r3r~7-~tth~ee~ioft-~7 section.533.22, subsection 

21 1, paragraph "b"7-or-see~ioft-53475ri. To the extent permitted 

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

23 chartered rlepo~±~ory~~ credit union's assets, the order of 

24 payment of liabilities if its assets are insufficient to pay 

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

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

27 chartered rlepo~±~ory credit union as provided in see~±oft 

28 5~4.r3r~7-~ttbsee~±Oft-~7 section 533.22, subsection 1, 

29 paragraph "b"7-or-~eet±oft-534.5ri. 

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

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

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

33 depositor at the rate the rlepos±eory-±ft~eitttt±oft credit union 

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

35 which. is insured by federal deposit insurance. 
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1 d. If the loss to public funds is not covered by insurance 

2 and the proceeds of the failed de~o~i~ory~~ credit union's 

3 assets which are liquidated within thirty days of the closing 

4 of the de~o~i~ory credit union and pledged collateral, the 

5 treasurer shall provide coverage of the remaining loss 8~ 

6 £o±±ow~~ 

7 tit--f£-~ne-±o~~-W8~-iftettrred-ift-8-b8ft~7-~neft-8ftY-£ttr~ner 

8 ~8ymeft~~-~o-eo~er-~ne-io~~-wiii-eome-£rom-~ne-~~8~e-~ift~ift~ 

9 £ttftd-£or-~ttb±ie-depo~it~-ift-b8ft~~.--f£-tne-b8i8ftee-ift-tn8t 

10 ~ift~ift9-£ttftd-i~-ift8deqtt8te-to-p8y-~ne-eft~ire-±o~~7-~neft-tne 

11 tre8~ttrer-~n8ii-ob~8ift-~ne-8ddi~ioft8±-8mOttft~-fteeded-by-m8~ift9 

12 8ft-8~~e~~meft~-898ift~t-otner-b8ft~~-Wno~e-pttb±ie-£ttftd~-depo~i~~ 

13 exeeed-de~o~i~-ift~ttr8ftee-eO~er8ge.--A-b8ft~~~-8~~e~~meft~-~n8±i 

14 be-determifted-by-mtt±~ipiyift9-~ne-tO~8i-8mOttft~-o£-tne-rem8iftift~ 

15 ±o~~-~o-8±±-pttb±ie-depo~itor~-by-e-pereeft~8~e-tn8t-repre~eft~~ 

16 tn8t-b8ft~~~-proportioft8i-~n8re-o£-tne-8~er8ge-O£-ttftift~ttred 

17 pttb±ie-£ttftd~-depo~it~-ne±d-bY-8i±-b8ft~~-8~-o£-~ne-repor~ift9 

18 d8~e-ttftder-~eetioft-i~€.~i-immedi8teiy-preeedift9-tne-d8~e-tne 

19 depo~i~ory-w8~-eio~ed.--E8en-beft~-~n8ii-p8y-i~~-e~~e~~meft~-~o 

20 tne-tre8~ttrer-witnift-~nree-btt~ifte~~-d8y~-8£~er-i~-reeei~e~ 

21 fto~iee-o£-8~~e~~meftt.--f£-8-beft~-£8ii~-~o-p8y-i~~-e~~e~~meft~ 

22 wneft-dtte7-tne-~ree~ttrer-~n8±i-~8~i~£y-~ne-e~~e~~meft~-by 

23 ~e±±ift~-~eettritie~-piedged-by-~n8t-b8ft~.--f£-~ne-~eettritie~ 

24 piedged-by-~n8~-b8ft~-8re-ift8deqtte~e-to-p8y-tne-8~~e~~meft~7-~ne 

25 ~re8~ttrer-o£-~~8~e-~n8ii-m8~e-eddi~ioft8±-8~~e~~meft~~-8~-m8y-be 

26 fteee~~8ry-egeift~t-otner-b8ft~~-wnien-noid-ttftift~ttred-pttbiie 

27 £ttftd~-~O-~8ti~£y-8fty-ttftpeid-8~~e~~meftt.--Afty-edditioftei 

28 8~~e~~meft~~-~ne±±-be-de~ermifted7-eoiiee~ed7-8ftd-~e~i~£ied-ift 

29 ~ne-~8me-m8ftfter-e~-tne-£ir~~-e~~e~~meft~.--f£-e-b8ft~-£8ii~-to 

30 p8y-i~~-8~~e~~meftt-wneft-dtte7-~ne-~re8~ttrer-o£-~~8te-~nei± 

31 ifti~i8~e-8-i8W~tti~-~o-eoiiee~-~ne-8~~e~~meft~.--f£-8-b8ft~-i~ 

32 £ottftd-~o-ne~e-€eiied-to-pey-tne-e~~e~~meftt-8~-reqttired-by-~ni~ 

33 ~ttbpere9repn7-~ne-eottrt-~neii-order-it-~o-p8y-~ne-e~~e~~meft~7 

34 eOttr~-eo~t~7-ree~oftebie-e~torftey~~-£ee~-be~ed-oft-~ne-emOttftt-o€ 

35 ~ime-~ne-e~~orftey-~efterei~~-o£€iee-~peftt-prep8rift9-eftd 
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1 br±~9±~9-ehe-aee±o~,-a~d-rea~o~abie-expe~~e~-±~ettrred-by-~he 

2 ~rea~ttrer-o£-~~a~e.--±die-baiaftee~-±~-~he-£tt~d-~hail-be 

3 i~ye~~ed-by-~"e-~rea~ttrer-w±~h-ear~±"9~-ered±~ed-~o-~he-£tt"d. 

4 Pee~-paid-by-ba"k~-£or-admi"±~~ra~±o"-o£-~h±~-ehap~er-~hail-be 

5 ereo±eed-eo-~he-ftt"d-a"d-~he-~rea~ttrer-may-dedtte~-ae~ttal-eo~~~ 

6 of-adm±"±~~ra~±o"-from-~he-ftt"d. 

7 t~t--ff-~he-lo~~-wa~-±"ettrred-±~-a-ered±~-tt"±o~,-~he~-a~y 

8 £ttr~her-payme"~s-~o-eoyer-~he-los~-w±ll-eome from the state 

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

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

11 treasurer shall make an assessment against other credit unions 

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

13 multiplying the total amount of the remaining loss to public 

14 depositors by a percentage that represents the average of 

15 public funds deposits held by all credit unions during the 

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

17 month immediately preceding the month the depo~±~ory credit 

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

19 to the treasurer within three business days after it receives 

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

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

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

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

24 subparagraph,- the court shall order it to pay the assessment, 

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

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

27 bringing the action, and reasonable expenses incurred by the 

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

29 be invested by the treasurer with earnings credited to the 

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

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

32 deduct actual costs of administration from the fund. 

33 t3t--ff-~he-loss-wa~-±~ettrred-±~-a-sayi~9~-a~d-ioa"-or-a 

34 ~a~±~98-ba~k,-~he~-a~y-£ttr~her-payme~~~-~o-eover-~he-lo~s-w±tl 

35 eome-from-~he-s~aee-8±nk±~9-ftt~d-£or-pttbi±e-depos±es-±~ 
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1 ~a~in9~-and-xoan-a~~oeia~ion~-and-~a~in9~-bank~~--T£-~he-fttnd~ 

2 are-inadeqtta~e-~o-eo~er-~he-en~ire-xo~s,-~hen-~he-~rea~ttrer 

3 ~haxi-make-an-a~~e~~men~-a9ains~-o~her-~a~in9s-and-ioan~-and 

4 ~a~in9~-bank~-who-hoxd-~ttbiie-fttnd~~--~he-a~~es~men~-~haii-be 

5 de~ermined-by-mtti~i~iyin9-~he-~o~ai-amottn~-of-~he-remaining 

6 io~~-~o-~ttbxie-de~o~i~or~-by-a-~ereen~age-~ha~-represen~~-~he 

7 a~erage-of-pttbxie-fttnd~-depo~i~~-heid-by-aii-sa~ing~-and-xoan~ 

8 and-~a~in9s-bank~-dttrin9-~he-preeeding-~wei~e-mon~h-period 

9 ending-on-~he-la~~-day-of-~he-mon~h-immedia~ely-~reeeding-~he 

10 mon~h-~he-de~o~i~ory-wa~-elo~ed~--Eaeh-~a~in9~-and-loan-and 

11 ~a~in9~-bank-~haix-~ay-i~~-a~~e~~men~-~o-~he-~rea~ttrer-wi~hin 

12 ~hree-bttsine~~-day~-af~er-i~-reeei~es-no~iee-of-a~~e~~men~~ 

13 Tf-a-~a~ing~-and-ioan-or-~a~in9~-bank-fail~-~o-~ay-i~~ 

14 a~~e~~men~-when-dtte,-~he-~rea~ttrer-~hall-ini~ia~e-a-lawStti~-~o 

15 eollee~-~he-a~~e~~men~~--Tf-a-sa~ing~-and-loan-a~soeia~ion-or 

16 a-~a~in9s-bank-is-fottnd-~o-ha~e-faiied-~o-~ay-~he-a~~e~~men~ 

17 a~-reqttired-by-~hi~-sttb~aragra~h,-~he-eottr~-~hali-order-i~-~o 

18 pay-~he-a~~e~smen~,-eottr~-eos~~-of-~he-ae~ion,-rea~onable 

19 a~~orney~s-fees-ba~ed-ttpon-~he-amottn~-of-~ime-~he-a~~orney 

20 general~s-offiee-~pen~-~re~aring-and-bringing-~he-ae~ion,-and 

21 rea~onable-expen~es-inettrred-by-~he-~rea~ttrer-of-s~a~e~~ 

22 o££iee~ 

23 e. Any amount realized from the sale of collateral 

24 pursuant to paragraph "d", sttbpara9ra~hs-tlt-and-t~t in excess 

25 of the amount of a depo~i~ory~~ credit union's assessment, 

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

27 interest bearing investments available for public funds, as 

28 collateral until that de~osi~ory credit union provides 

29 substitute collateral or is otherwise entitled to its release. 

30 f~--Pollowing-eollee~ion-of-~he-a~~e~smen~s,-~he-s~a~e 

31 ~rea~ttrer-~hall-di~~ribtt~e-£ttnds-~o-~he-~ttblie-deposi~ors-or 

32 ~he-railed-de~osi~ory-aeeording-~o-~heir-~alida~ed-elaimS~--Tr 

33 ~he-a~~e~~-a~ailable-are-iess-~han-~he-to~al-de~osi~~,-~he 

34 ~rea~ttrer-~hali-~rora~e-~he-elaim~~--A-~ttblie-de~osi~or 

35 reeei~in9-paymen~-ttnder-~his-see~ion-shall-assign-~o-~he 
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1 treasttrer-any-±n~eres~-~he-pttbi±e-depes±~er-may-have-in-fttnds 

2 ~ha~-sttbseqtten~iy-beeeme-ava±lable-~e-depes±~ers-e£-~ne 

3 de£attl~±ng-depesi~erY7 

4 Sec. 11. NEW SECTION. l2C.23A PAYMENT OF LOSSES IN A 

5 BANK. 

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

7 this chapter constitutes consent by the bank to assessments by 

8 the treasurer of state in accordance with this chapter. 

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

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

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

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

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

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

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

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

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

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

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

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

21 shall implement the following procedures: 

22 a. In cooperation with the responsible regulatory 

23 officials for the bank, the treasurer shall validate the 

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

25 the amount of deposit insurance applicable to the deposits. 

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

27 through any applicable deposit insurance and then through the 

28 sale of securities pledged by the defaulting bank. The 

29 priority of claims are those established pursuant to section 

30 524.1312, subsection 2, section 533.22, subsection 1, 

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

32 federal law, in the distribution of an insolvent federally 

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

34 if its assets are insufficient to pay in full all its 

35 liabilities for which claims are made shall be in the same 
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1 order as for a state-chartered bank as provided in section 

2 524.1312, subsection 2. 
3 c. The claim of a public depositor for purposes of this 

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

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

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

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

8 federal deposit insurance. 

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

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

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

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

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

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

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

16 obtain the additional amount needed by making an assessment 

17 against other banks whose public funds deposits exceed deposit 

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

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

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

21 proportional share of the average of uninsured public funds 

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

23 section l2C.21 immediately preceding the date the bank was 

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

25 within three business days after it receives notice of 

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

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

28 assessment. If a bank is found to have failed to pay the 

29 assessment as required by this subparagraph, the court shall 

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

31 attorney fees based on the amount of time the attorney 

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

33 reasonable expenses incurred by the treasurer of state. Idle 

34 balances in the fund shall be invested by the treasurer with 

35 earnings credited to the fund. Fees paid by banks for 
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1 administration of this chapter shall be credited to the fund 

2 and the treasurer may deduct actual costs of administration 

3 from the fund. 

4 e. Following collection of the assessments, the state 

5 treasurer shall distribute funds to the public depositors of 

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

7 assets available are less than the total deposits, the 

8 treasurer shall prorate the claims. A public depositor 

9 receiving payment under this section shall assign to the 

10 treasurer any interest the public depositor may have in funds 

11 that subsequently become available to depositors of the 

12 defaulting bank. 

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

14 amended by striking the subsection. 

15 EXPLANATION 

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

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

18 financial institution to be eligible to receive such deposits. 

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

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

21 or savings bank, be subject to substantially the same 

22 requirements as a bank. 

23 The bill strikes certain options with respect to securities 

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

25 the security of a public deposit including public bonds or 

26 obligations of this state or a political subdivision of this 

27 state; public bonds or obligations of another state or a 

28 political subdivision of another state whose bonds are rated 

29 within the two highest classifications of prime; first lien 

30 mortgages which are valued according to practices acceptable 

31 to the treasurer of state; and investments in an open-end 

32 management investment company registered with the federal 

33 securities and exchange commission. 

34 

35 
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SENATE CLIP SHEET MARCH 19, 1999 

SENATE FILE 319 
-3104 
1 Amend Senate File 319 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 l2C.l, subsection 3, paragraph 
7 b, Code 1999, is amended to read as follows: 
8 b. If a depository is a bank, then public deposits 
9 in the bank shall be secured pursuant to sections 

10 li€~~±7 12C.237 and 12C.24." 
11 3. Page 3, by striking lines 4 through 11 and 
12 inserting the following: 
13 "(2) Public bonds or obligations of this state or 
14 a political subdivision of this state. 
15 (3) Public bonds or obligations of another state 
16 or a political subdivision of another state whose 
17 bonds are rated within the two highest classifications 
18 of prime as established by at least one of the 
19 standard rating services approved by the 
20 superintendent of banking pursuant to chapter 17A. 
21 (4) To the extent of the guarantee, loans, 
22 obligations, or". 
23 4. By striking page 3, line 22, through page 4, 
24 line 5, and inserting the following: 

5 "(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 
4S 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." 
49 5. Page 4, by striking lines 30 and 31, and 
50 inserting the following: 
5-3104 -1-
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SENATE CLIP SHEET 

S-3104 
Page 2 

MARCH 19, 1999 

1 "c. The securities shall be deposited with the 
2 federal reserve bank of-€hieago,-tiiinois, the federal 
3 home loan bank". 
4 6. Page 5, by striking line 17 and inserting the 
5 f0110wi ng: "Moines, Iowa, sha 11 repor t a descr ipt ion, 
6 the par value, and the market value". 
7 7. Page 5, by striking lines 20 and 21 and 
8 inserting the following: "union." 
9 8. Page 7, line 8, by inserting after the word 

10 "principal" the following: "and accrued interest". 
11 9. Page 7, lines 11 and 12, by striking the words 
12 "public body treasurer" and inserting the following: 
13 "t:f'~a!!lttf'~f' public body". 
14 10. Page 11, by striking" lines 26 through 28 and 
15 inserting the following: 
16 "b. The recovery of any loss to public depositors 
17 shall begin with applicable deposit insurance. The". 
18 11. Page 12, by striking lines 22 through 24 and 
19 inserting the following: "deposits held by all banks. 
20 Each bank shall pay its assessment to the treasurer". 
21 12. Page 13, by inserting after line 14 the 
22 following: 
23 "Sec. Section 12C.21, Code 1999, is repealed. 
24 Sec. EFFECTIVE DATE. This Act, being deemed 

Page 3 

25 of inunediate importance, takes effect upon enactment." 
26 13. Title page, line 3, by inserting after the 
27 word "deposits" the following: ", and providing an 
28 effective date". 
29 14. By renumbering as necessary. 

J By JEFF LAMBERTI 
a ~ 3~L/ /~ f r Ii 7~~ PATRICK J. DELUHERY 

S-3104 FILED MARCH 18, 1999 


