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A BILL FOR 
1 An Act relating to chattel loans by providing a short title 

2 to chapter 536, increasing the maximum amount of a 

3 ~egulated loan from two thousand to twenty-five thousand 

h dollars, permitting a licensee to sell property insurance 

:; to borrowers on property O\vned by the borrowers, providing 

6 

I 

8 

~or a penalty if a licensee charges excessive interest 

or other charges, and repealing a requirement that an 

applicant for a loan shall report other installment loans 

9 that the applicant may have. 

10 BE IT ENACTED BY THE GENERAL ASSE:-.lBLY OF THE STATE OF IOWA: 
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l Sec:iur: ::__ Sectio~ 533A.2, scbscct:on 1, paragraph b, Code 

? 198S, is a~er1ded t0 read as fo::ows: 

3 b. Da~ks, sav:r:gs a~d loa:l associations, insurance 

4 co~pan:es and sinilar fiduciaries, ehattel regulated loan 

5 co~pa~~es licc::sed ~nder chapter 536 and i!:dustrial loan 

6 co~pan•es licensed under chapter 536A, ea-daty-ticenaed-in 

J fowa-by-taw 7 authorized and adnitted to transact business in 

8 this state and performing credit and financial adjusting in 

9 lhe reg~lar course of t~eir principal business, or while 

10 per~orming an escrow function. 

11 Sec. 2. Section 536.1, Code 1985, is amended to read as 

12 fol1ow·s: 

J3 536.1 TITLE-- LICENSE ANB-RfSH~S-~HEREBNBER----PAEE-~6-

14 ?A€E-58h~Ef~A~f8N REQUIRED. 

l. This chap~er may be referred to as the "Iowa Regulated 

J6 Lean Act". 

17 2. With respect to a loan other than a consumer loan, no a 

18 person,-copertne~ahip,-eaaoeietion 7 -or-corporetion shall not 

19 e:lgdge 111 the business of making loans of money, credit, 

20 9''ods, cr things in action in the amount or of the value of 
). •, t t - . twe __ w_e;. y-t :ve thousand dollars or less and charge, contract 

22 for, or receive on any-aucl'l the loan a greater rate of 

23 interest or consideration the~efo~ for the loan than the 

24 lender w0uld be permitted by law to charge if the lender were 

25 not a licensee hereunde~ under this chanter except as =:..::::..:::....:.____:_:_:_::..=_ ___ _..,..._ __ _ 

/6 authorized by this chapter and without first obtaining a 

27 license from the superintendent of banking,-hereinefter-ce±±ed 

/.8 the-~upe~intendeMt. 

29 3. With respect to a consumer loan, a person required by 

30 section 537.2301 to have a license shall not engage in the 

31 business of making loans of money, credit, goods or things in 

32 action i11 the amount or value of two twenty-five thousand 

33 dollars or less and charge, contract for, or receive on finy 

34 ~nch the loan a greater rate of interest or consideration 

35 therefor for the loan than the lender woul.d be permitted by 
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l law t8 charge if ~he le~de~ we~e ~ut a :ice~see he~eu~der 

2 u~~C_£~--~-G~~-·-~hapler, except as aut.horized by this c!:apter and 

3 w~tho11t first obta~ni~g d license from the s~perinte~dent. 

4 4. A person whu enters into less than ten supervised loans 

5 per year in this state and who neither has an office 

6 physically located in this state nor engages in face-to-face 

7 so:icitation in this state may contract for and receive th@ 

8 rate of i~terest per~itted in this chapter for licensees 

9 hereancier under th1s chacter. A ''consumer loan'' shait-be 

10 nears the same as defined in section 537.1301. 

ll Sec. 3. Section 536.10, unnumbered paragraph 3, Code 1985, 

12 lS anended to read as follows: 

13 Every ~ licensee subject to examination, supervision and 

14 regulation by the superintendent, shall pay to the 

16 

17 

18 

19 

20 

21 

15 superintendent an examination fee, based on the actual cost of 

the operation of the ~~ell regulated loan division of the 

department of banking, and the proportionate share of 

administrative expenses in the operation of the department of 

bar1king attributable to the SfflHii regulated loan division as 

determined by the superintendent of banking. Stleh The fee 

shall apply eq~ally to all licenses and shall not be changed 

22 ffiOre frequently than annually and when changed, shall be 

23 c:fective on January 1 of the year following the year in which 

24 the change is approved. 

25 Sec. 4. Section 536.13, Code 1985, is amended to read as 

26 fol1ows: 

27 536.13 BANKING BOARD-- REPORT -- ADDITIONAL RESTRICTIONS. 

28 l. f~-shatl-be-the-otlty-oE-the The state banking board, 

79 he~e~~a~ter-celted-the-board,-and-it-shall-have-power; 

30 ;tlri~diction;-and-atlthority 7 -frem-time-to-t±me-to ~~ 

31 investigate the conditions and find the facts with reference 

32 to the business of making smell regulated loans, as described 

33 in section 536.1;-hereinaEter-referred-to-as-smett-toens; and 

34 after making stleh the investigation, report in writing their 

35 jt~ findir1gs to the next regular session of the general 
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l assembly, and upon the basis of stlcl'! the facts: 

2 a. To classify ~mell regulated loans by a regulation 

3 according to stleh ~ system of differentiation as which will 

4 reasonably distinguish ~11eh !he classes of loans for the 

5 purposes of this chapter,-and~ 

6 b. To determine and fix by a ~egtlle~ion-~tleh rule the 

7 maximum rate of interest or charges upon each ~11eh class of 

8 smell regulated loans es which will induce efficiently managed 

9 commercial capital to enter stlel'! the business in sufficient 

10 amounts to make available adequate credit facilities to 

ll individuals withotlt-the-~eetl~ity-o~-fineneial-re~pensibility 

12 tl9t1ally-re~tlired-by-benks. S11eh The maximum rate of interest 

13 or charge shall be stated by the board as an annual percentage 

14 rate calculated according to the actuarial method and applied 

15 to the unpaid balances of the amount financed. 

16 2. The board may from-time-te-t±me 7 -eommenein~-Mareh-l 7 

17 t935, redetermine and refix by a-~eg11letien rule, in 

18 accordance with subsection 1 abo~e, any maximum rate of 

19 interest or charges previously fixed by it, but stleh the 

20 changed maximum rates shall not affect pre-existing loan 

21 cor1tracts lawfully entered into between any a licensee and any 

22 ~ borrower~-all-regtllatiens. All rules which the board may 

23 make respecting rates of interest or charges shall fix-end 

24 eontein ~_!:_ate the effective date thereof of the rules, which 

25 shall not be earlier than thirty days after notice to each 

26 licensee by mailing stleh the notice to each licensed place of 

27 business. 

28 3. Before fixing any classification of small reoulated 

29 loans or any maximum rate of interest or charges, or changing 

30 any-stleh a classification or rate under authority of this 

31 section, the board shall give reasonable notice of its 

32 intention to consider doing so to all licensees and a 

33 reasonable opportunity to be heard thereon and to introduce 

34 evidence with respect ~hereto to.~he change or classification. 

35 4. Beginning Jul.y 4, 1965, and until such time as a 
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l different rate is fixed by the board, the maximum rate of 

2 interest or charges upon Stleh the class or classes of ~me~~ 

3 reaulated loans sha~~-be is three percent per month on any 

4 part of the unpaid principal balance of the loan not exceeding 

5 one hundred fifty dollars and two percent per month on any 

6 part of the loan in excess of one hundred fifty dollars, but 

7 not exceeding three hundred dollars, and one and one-half 

8 percent per month on any part of the unpaid principal balance 

9 of the loan in excess of three hundred dollars, but not 

10 exceeding seven hundred dollars, and one percent per month on 

ll any part of the unpaid principal balance of the loan in excess 

12 of seven hundred dollars. 

13 5. 

14 any sum 

E~e~y ~ licensee he~etlnde~ under this chapter may lend 

of money not exceeding two twenty-five thousand 

15 dollars in amount and may charge, contract for, and receive 

16 thereon on the loan interest or charges at a rate not 

17 exceeding the maximum rate of interest or charges determined 

18 and fixed by the board under authority of this section o~-by 

19 the-provisions-of-the-preeeding-sttbseetion-4. 

20 6. ~he-fo~~owin9-provision-shall-app~y-to-all-loans 

21 inertlding-eonstlmer-~oans-made-by-a-lieensee-heretlnder7 If any 

22 interest or charge on a loan regulated by this chapter in 

23 excess of those permitted by this chapter are is charged, 

24 contracted for, or received, the contract of loan shai~-be is 

25 void as _t:o __ interest and charges and the licensee sha~l-have 

26 has no right to collect or receive any principal, interest or 

27 charges whatsoeve~. In addition, the licensee shall forfeit 

28 the ___ !_j_9ht to collect the lesser of two thousand dollars of 

29 P!incipal of the loan or the total amount of the principal of 

30 the loan. 

31 

32 

e33 
34 

The provisions-of-the Iowa consumer credit code shall 

apply, chapter 537, applies to a consumer loan in which the 

licensee participates or engages, and any~ violation of the 

Iowa consumer credit code shatt-be lS a violation of this 

35 chapter. 
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2 u: ... _~·J..,.0P~~-;:- SJ7, :..;ect.:c-n::; SJ7.32f_~3, :J!.1.3(:0G, S'37.3209, 

3 jJ./.3304, S37.33Qj a:1d 53~.31Cti ~~e+~ arp:y to a:~y credit 

·l trar:s~ctio:l, as d0C~;:cd i:: sccL~o;~ ~3·1.:301 1~ which a 

5 licensee pdrticipatcs ar c:1gagcs, 2:~d a[~Y violation o~ those 

6 parts or section~ ~hai~·-b~ is a vi.oia~i0~ of this c~apter. 

7 For the p~rpose of app:yir1g t~!e-p~c~isio~~·of tt~e Iowa 

8 cons~:&er credit code to those credit trd::sdctions, ''consumer 

9 lca:-t" 9hai!:-±neltld~ inc:udes 2 J.o.::1n for a business purpo~e. 

10 A provisio~ of the Iowa cons:;me: credit code applicable to 

12 co:1flicti~g pro~~s~O!l of this c~apter. Eowc:verr section 

i3 Sl6.30 is not supersed~d code. 

14 Sec. 5. Section 536.1S, Code 1985, is amend~d lo read as 

15 follo-.·s: 

lG 536.15 USURY-- L1~!TA1'ION ON ?RI~CIPAL LOAN. 

17 No A licensee shall not. directly or lnoir<>ctly charge, 

J8 co:)tract for, or receive a:1y .in'c.erc.::;t or c.:u:isidcrdtion gr0ater 

19 than the lender wotll.ri be permit:ted by l~w to ct1a~ge if the 

20 lpr1der were not a l.icei1see he~e~Mcie~ upon t:hp loan, use, or 

21 forbearance of money, goods, or things in action, or upon the 

72 l.oan, usc, or sale of credit, of the a1nount or value of more 

23 than twe !_wer.ty-five tho\:sand dollars, 

24 pr0hibit!·en-~ht!ii !his sectior. also appiy ~~i.ie:; to any a 

2~ J icensee who permits any a oerson, as borrower or as endorser, ·- . 
76 guarantor, or surety for any~ borrower, or uther~ise, to owe 

27 directly or contingently or bolh to the licensee a!. arty time 

28 tt1~~ St11n of more than tw~ twe~tv-five tho~sand doll.ars for 

79 principal. 

10 Sec. 6. Seclion 536.26, unn~mbe~ed paragraph 1, Code 1985, 

31 ls a:ncnJeJ to read ~s Ccllows: 

J2 No A licensee shJll noc, directly or indirectly, sell or 

3 J o [ f c r for sa 1 e any J. i_f_~--~---~~· __ 9cc i ~cr~!_e_i~d_ he~}:_t h i nsu ranee in 

)Jj conr.ection with any §: loan mdde under this chapter except as 

JS a:1d to the exter.t uuthorized by th:.s sectior:. Life, accident 
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l and hea:th insura11ce, or any o~ the~, may be written by a 

2 licensed i~sura~ce agent upcn oc in cot1nec~ion with any loan 

3 for a term r.ot extending beyond the final maturity date of the 

4 loan contract but only upon one obligor on any one loan 

5 contract. 

6 Sec. 7. Section 536.28, Code 1985, 1s amended by adding 

7 the following new subsections: 

8 

9 

NEW SUBSECTION. 3. 

NEW SUBSECTION. 4. 

''Board'' means the state banking board. 

''Consumer loan'' means a loan as de-

10 fined in section 537.1301. 

11 NEW SUBSEC~ION. 5. ''Superintendent'' means the state su-

12 peri:1tendent of banking. 

13 Sec. 8. NEW SECTION. 536.30 INSURANCE RELATED TO PROP-

14 ERTY OF BORROWER. 

15 A licensee may sell the borrower insurance against loss of 

16 or damage to property owned by the borrower or loss from 
1 ~ 
- I .liability arising out of the ownership or use of property 

18 owned by the borrower. The insurance shall be sold at premium 

19 rates approved by the insurance department. In selling the 

20 insurance, the licensee shall furnish to the borrower a clear, 

21 conspicuous, and specific statement in writing setting forth 

22 the cost of the insurance and stating that the borrower may 

23 choose the person through whom the insurance is to be 

24 obtained. 

25 Sec. 9. Section 536A.5, Code 1985, is amended by striking 

26 the section and inserting in lieu thereof the following: 

27 536A.5 EXEMPTIONS. 

28 This chapter does not apply to any of the following: 

29 l. Businesses organized or operating as permitted under 

30 the authority of a law of this state or the United States re-

31 lating to banks, trust companies, building and loan associa-

32 tiotls, savings and loan associations, insurance companies, 

regulated loan companies organized under chapter 536, or 

credit unions. 

2. Persons that make loans only on notes secuted by first 

-6-
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ffio:·tgages or: real estate. 

3. ~icensed real estate brokers or salespersons. 

j A person e::gaged exclusively in the business of 

~ purci:<tsi:c; co=•odity financing or com:nercial paper. 

~. A pawr~broker. 

6 6. A person engaged in the mercantile business. 

i 7. Loans made to a domestic or foreign corporation. 

8 Sec. 10. Section 536.25, Code 1985, is repealed. 

9 EXPLANA~ION 

10 This bill makes several changes to chapter 536 relating to 

!1 c11attel loans. A short title of the ~Iowa Regulated Loan Act" 

12 is give~ to the chapter. References to ''small loans'' have 

13 beP!l c!lar)qet1 to 1'regulated loans''. The maximum amount of a 

14 loan under the chapter would be increased from two thousand 

15 d<1llars to twenty-five thousand dollars. The bill also 

LG pLrmits a licensee to sell certain types of property insurance 

I I to borrowers Otl property owned by the borrower, permits a 

;g lic•2u0Pe !:o collect that part of the principal of a loan in 

l9 excess of two tl1ousand dollars even if the interest rate or 

20 oti1Pr charges are in excess of that permitted, and repeals a 

21 section requiring an applicant for a loan to report all other 

22 ins!:allment loans the applicant might have. 

23 

24 

25 

26 

27 

28 

29 

lO 

31 

33 

3 ·1 

3S 
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l A~end Senate File 544 as follows: 
2 1. By str~king everything after ~he enact1ng 
3 clause and ~~serti~g ~he following: 

''Section :. Sect~o~ 533A.2, subsection l, 
5 paragraph b, Code 1985, is a~ended to read as follows: 
6 b. Banks, savings and :~a~ assoc:ations, insura~ce 
7 co~o-r"'iec- ~n..-1 s'mt'1a .. ~•a·uc:~ .. ies e .......... el. ,..egl'·lated •. ~.d .• _ ...> Gl• .._. J.. •I .o. ._ "- .i.. J..C.o.... I ''""""'" ~ .... ;:_•~<.,;~;.,;· ==-= 
8 :oan companies licensed under chapter 536 and 
S ~nd~strial :oar. cc~par.:es :ice~sed under c~apter 536A, 

10 as-dtliy-i±ee~~ed-~~-~e~a-by-iow 7 authorized a~d 
ll adm1tted to transac~ business in this state and 

performing cred:t and financial adjusting in the 
regula~ course of :~eir principal business, or ~hile 

12 
13 
:4 per~~~m~~19 a~ escro~ ~unction. 
15 Sec. 2. Sect~on 536.1, Code ~985, is amer.ded to 
16 
17 
18 
19 
20 
21 

•~ 
z4 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

·•····. ~ '< 9 
50 

read as follows: 
536.1 T!TLE -- LICENSE ANB-Ri6H~S-~HBREBNBER--­

PA€~-~6-~A€E 59b;e;~A~f9N REQ~IRED. 

l. This chaote~ ~av be refe~red to as the "Iowa 
Reaulated ~oan Act''. 

2. w:th respect ·:o a loan other than a consumer 
lean, no ~ perso~,-~o?e~e~e~~h~p7 -e~~oe~et±o~~-o~ 
eor~oration shall not engage in the business of making 
lcar,s of rr.oney, credit, goods, or things in action in 
the amount or of the value of two tw'enty-five thousand 
dollars or less and charge, contract,for, or receive 
on eny-e~e" the loan a greater rate of interest or 
consideration-thereto~ for the loan than the lender 
would be perm1tted by law to charge if the lender were 
not a licensee here~neer under this chaPter except as 
authorized by this chapter and without first obtaining 
a license from the zuperintendent of banking, 
here±nafter-eelied-the-~~rer±ntenclent. 
~ With respect to a consumer loan, a person 

:equ1red by section 537.2301 to have a license shall 
not engage in the business of making loans of money, 
credit, goods or things in action in the amount or 
value of two twenty-five thousand dollars or less and 
c~arge, contract for, or receive on any-~~en the loan 
a greater rate of interest or consideration therefor 
for the loan than the lender would be permitted by law 
to charge if the lender were not a licensee here~nder 
under ~his chaoter, except as authorized by this 
chapter and w1thout first obtaining a license from the 
superintende:~t. 

4. A oerson who enters iGto less than ten 
supecvised loans per year in this state and who 
neither has an office physically located in this state 
nor engages in face·-to-~ace solicitation in this state 
may contract fc• and receive the rate of interest 
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1 permitted in this chapter for licensees ~e~e~nae~ 
2 under this chaoter. A ''consumer loan'' ~~ei!-be means 
3 the same as defined in section 537.1301. 
4 Sec. 3. Section 536.10, unnumbered paragraph 3, 
5 Code i985, is amended to read as follows: 
6 Eve~y A licensee subject to examination, 
7 supervision and regulation by the superintendent, 
8 shall pay to the superintendent an examination fee, 
9 based on the actual cost of the operation of the sma=t 

10 regulated loan division of the department of banking, 
11 and the proportionate share of administrative expenses 
12 in the operation of the department of banking 
13 attributable to the sma%± regulated loan division as 
14 determined by the superintendent of banking. Stleh The 
15 fee shall apply equally to all licenses and shall n~ 
16 be changed more frequently than annually and when 
17 changed, shall be effective on January 1 of the year 
18 following the year in which the change is approved. 
19 Sec. 4. Section 536.13, Code 1985, is amended to 
20 read as follows: 
21 536.13 BANKING BOARD -- REPORT -- ADDITIONAL 
22 RESTRICTIONS. 
23 1. !t-sha±±-be-the-dtlty-of-the The state banking 
24 boardy-he~e~nafte~-ea±±ed-the-boa~d,-end-~t-sha±±-have 
25 ~owe~7-jn~rsaretron,-and-atltho~~ty,-f~om-t~me-to-trme 
26 to may investigate the conditions and find the facts 
27 with reference to the business of making sma±± 
28 regulated loans, as described in section 536.1, 
29 hereinafter-referrea-to-as-sma%±-±oans, and after 
30 making stleh the investigation, report in writing the~~ 
31 its findings to the next regular session of the 
32 general assembly, and upon the basis of stleh the 
33 facts: ---
34 a. ~o-eiass~fy-sma±± Classify regulated loans by a 
35 regulation according to stleh a system of 
36 differentiation as which will-reasonably distinguish 
37 stleh the classes of loans for the purposes of this 
38 chapter,-ana. 
39 b. ~o-dete~m~ne Determine and fix by a ~e9tliat±on 
40 stleh rule the maximum rate of interest or charges upon 
41 each ~neh class of sma±± regulated loans a~ which will 
42 induce efficiently managed commercial capital to enter 
43 ~neh the business in sufficient amounts to make 
44 available adequate credit facilities to individuals 
45 w±thont-the-seen~~ty-o~-finane±a±-re~pons~b±±~ty 
46 tl~na±iy-reqtlired-by-banks. Sneh The maximum rate of 
47 interest or charge shall be stated by the board as an 
48 annual percentage rate calculated according to the 
49 actuarial method and applied to the unpaid balances of 
50 the amount financed. 
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2. ~he Exceot as orovided i~ suosectic~ 7, the 

2 beard may f~o~-time-to-t~me7-ee~~eneing-M~reh-~,-±93S, 
3 redetermine and refix by a-~e9~~ation rule, in 
4 accordance wit~ subsec~ion l aOove, any ~aximum rate 
5 of interest or charges previoJsly fixed by it, but 
6 ~~ch the changed maxirr.Jm rates shall not affect pre-
7 existlng loan contracts lawfu:ly entered into between 
8 any ~ licensee and any ~ borrower7-a~~-:e9tllation~~ 
9 All rules whlch the board may make respecting rates of 

10 interest or charges shall E~~-and-contain state the 
cl effective date thereoE of the rules, which shall not 
12 be earlier than thirty days after notice to each 
13 licensee by mailing ~tlch the notice to each licensed 
14 place of business. 
:s 3. Before fixing any classification of ama~~ 
16 reqJlated loans or any maximum rate of interest or 
17 charges, or changing any-atlch a classification or rate 
18 under authority of this section, the board shall give 
19 reasonable notice of its intention to consider doing 
20 so to all licensees and a reasonable opportunity to be 
21 heard thereon and to introduce evidence with respect 
22 thereto to the change or classification. 
23 4. Beginning July 4, 1965, and until such time as 
24 a different rate is fixed by the board, the maximum 
25 rate of interest or charges upon atleh the class or 
26 classes of ~mai! regulated loans ahe%!-be is three 
27 percent per month on any part of the unpaid principal 
28 balance of the loan not exceeding one hundred fifty 
29 dollars and two percent per month on any part of the 
30 loan in excess of one hundred fifty dollars, but not 
31 exceeding three hundred dollars, and one and one-half 
32 percent per month on any part of the unpaid principal 
33 balance of the loan in excess of three hundred 
34 dollars, but not exceeding seven hundred dollars, and 
35 one percent per month on any part of the unpaid 
36 principal balance of the loan in excess of seven 
37 hundred dollars. 
38 5. E~e~y A licensee heretlnaer under this chapter 
39 may lend any sum of money not exceeding two twenty-
40 five thousand dollars in amount and may charge, 
41 contract for, and receive thereon on the loan interest 
42 or charges at a rate not exceeding the maximum rate of 
43 interest or charges determined and fixed by the board 
44 under authority of this section o~-by-the-pro~i~ion~ 
45 oE-the-p~eeeain9-~tlbaeetion-4 or pursuant to 
46 subsection 7 for those amounts in excess of ten 
47 thousand dollars. 
48 6. ~he-fo~+owin~-p~o~i~ion-shet~-eppiy-to-ei~ 
49 ~oena-ineltlaing-eonatlmer-~oena-mede-by-e-iieen~ee 
50 heretlnae:~ If any interest or charge on a loan 
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l regulated by this chapter in excess of those permitted 
2 by this chapter e~e is charged, contracted for, or 
3 received, the contract of loan ~neil-be is void as to 
4 interest and charges and the licensee ~nail-ne~e has 
5 no right to collect or receive ar.y pri~eipel, interest 
6 or charges what~ee~er. In addition, the ~icensee 
7 shall forfeit the riaht to collect the lesser of two 
8 thousand dollars of principal of the loan or the total 
9 amount of the orincioal of the loan. 

10 7. The board may establish :he maximum rate of 
11 interest or charges as oermitted u~der this chanter 
12 for those loans whose u~paid orincipal balance is ten 
13 thousand dollars or less. For those loans whose 
14 unpaid pr1ncipal balance is over ten thousand dollars, 
15 the maximum rate of interest or charaes which a 
16 licensee may charge shall be the greater of the rate 
17 permitted by chapter 535 or the rate authorized for 
18 supervised financial organizations by chapter 537. 
19 The ~~e~i~±ene of-the Iowa consumer credit code 
20 ~hall-e~ply, chanter 537, apolies to a consumer loan 
21 in which the licensee participates or engages, and e~y 
22 a violation of the Iowa consumer credit code ene;l-be 
23 Is a violation of this chapter. 
24-- Article 2, parts 3, 5 and 6 of chapter 537, and 
25 article 3 of chapter 537, sections 537.3203, 537.3206, 
26 537.3209, 537.3304, 537.3305 and 537.3306 ~hell apply 
27 to any credit transaction, as defined in section 
28 537.1301 in which a licensee participates or engages, 
29 and any violation of those parts or sections ~he~l-be 
30 is a violation of this chapter. For the purpose of 
31 applying the-pre~±~±en~-ef the Iowa consumer credit 
32 code to those credit transactions, "consumer loan'' 
33 eha±±-ine±~~e includes a loan for a business purpose. 
34 A provision of the Iowa consumer credit code 
35 applicable to loans regulated by this chapter ~he~± 
36 s~~ereede supersedes a conflicting provision of this 
37 chapter. 
38 Sec. 5. Section 536.15, Code 1985, is amended to 
39 read as follows: 
40 536.15 USURY LIMITATION ON PRINCIPAL LOAN. 
41 Ne A licensee shall not directly or indirectly 
42 charge, contract for, or-teceive any interest or 
43 consideration greater than the lender would be 
44 permitted by law to charge if the lender were not a 
45 licensee heretlnder upon the loan, use, or forbearance 
46 of money, goods, or things in action, or upon the 
47 loan, use, or sale of credit, of the amount or value 
48 of more than two twenty-five thousand dollars. ~he 
49 ferege±ng-preh±bit±en-shB±± This section also apply 
50 applies to any ~ licensee who permits any ~ person, as 
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l bcr~ower cr as endorser, g~aran:or, or s~rety for e~y 
2 a borrower, or ot~e~wise, to owe directlv or 
3 contingently or beth :o t~e licensee at a~y time the 
4 sum of nore :han twe :wer.,v-Eive tho~sand dollars for 

pr1r.c1pa.:.. 
Sec. 6. Section 536.25, Code 1985, lS amended to 

read as follows: 
536.25 STA'I'EMENT OF OTHER WANS BY BORROWER. 

5 
6 
7 
8 
9 E~e~y A licensee when making a loan he~etl~der under 

lO this chapter shall require a statement in writing from 
ll each applicant setting forth a description of all 
12 installment i~debtedness of ~tleh the applicant by 
13 giving the amount of each ~tleh loan and the name of 
14 the :ender. ~~e aool1cant may orally disclose the 
15 i~Eormatio~ and t~e licensee shall write down tr.e 
16 ~nformaticn, a~d the applicant shall subsequently sign 
17 the statement. 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Sec. 7. Section 536.26, unnumbered paragraph 1, 
Code 1985, is amended to read as follows: 

Ne A licensee shall not, directly or indirectly, 
sell or offer for sale any life, or accident and 
health insurance in connection with e~y a loan made 
under this chapter except as and to the extent 
authorized by this section. Life, accident and health 
insurance, or any of them, may be written by a 
licensed insurance agent upon or in connection with 
any loan for a term not extending beyond the final 
maturity date of the loan contract but only upon one 
obligor on any one loan contract. 

Sec. 8. Section 536.28, Code 1985, 1s amended by 
adding the following new subsections: 

NSW SUBSECTION. 3. ''Board'' means the state 
banking board. 

NEW SUBSECTION. 4. ''Consumer loan'' means a loan 
as defined in section 537.1301. 

NEI~ SUBSECTION. 5. "Superintendent" means the 
state superintendent of banking. 

Sec. 9. NEW SECTION. 536.30 
PROPERTY OF BORROWER. 

INSURANCE RELATED TO 

A licensee may sell the borrower insurance against 
loss of or damage to property owned by the borrower or 
loss from liability arising out of the ownership or 
use of property owned by the borrower. When the 
transaction is a consumer credit transaction as 
defined in section 537.1301 the sale of property 
insurance is subject to the requirements of sections 
537.2501 and 537.2510 and the rules adooted under 
those sections by the administrator of the Iowa 
consumer credit code. 

Sec. 10. Section 536A.5, Code 198.5, is amended by 

-5-



S-3663 page 6 

l striking the section anc inserting in lieu thereof the 
2 following: 
3 536A.5 EXE~PTIONS. 
4 This chapter does not apply to any of the 
5 following: 
6 1. Businesses organized or operating as permi~ted 
7 under the authority of a law of this state or the 
8 United States relating to banks, trust companies, 
9 building and loan associations, savings and loa~ 

10 associations, insurance companies, regulated loan 
11 companies organized under chapter 536, or credit 
12 unions. 
13 2. Persons that make :oans only on notes secured 
14 by first mortgages on real estate. 
15 3. Licensed real estate brokers or salespersons. 
16 4. A person engaged exclusively 1n the business of 
17 purchasing co~~odity financing or commercial paper. 
18 5. A pawnbroker. 
19 6. A person engaged in the mercantile business. 
20 7. Loans made to a domestic or foreign 
21 corporation." 
22 2. Title page, line 3, by striking the word 
23 "twenty-five" and inserting the following: ''ten". 
24 3. Title page, line 7, by striking the word 
25 ''repealing" and inserting the following: ''modifying''. 
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An 

BE 

Approved ______________________________ __ 

A BILL FOR 
Act relating to chattel loans by providing a short title 

to chapter 536, increasing the maximum amount of a 

regulated loan from two thousand to twenty-five thousand 

dollars, permitting a licensee to sell property insurance 

to borrowers on property owned by the borrowers, modi­

fying the penalty if a licensee charges excessive interest 

or other charges, and repealing a requirement that an 

applicant for a loan shall report other installment loans 

that the applicant may have. 

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

~·1•1•1 IJ/72 
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l Section 1. Section 533A.2, subsection l, paragraph b, Code 
2 1985, is amended to read as follows: 
3 b. Banks, savings and loan associations, insurance 
4 companies and similar fiduciaries, ehaeeei regulated loan 
5 companies licensed under chapter 536 and industrial loan 
6 companies licensed under chapter 536A, as-e~iy-i±eensee-in 

7 %ewa-~y-iaw; authorized and admitted to transact business in 
8 this state and performing credit and financial adjusting in 
9 the regular course of their principal business, or while 

10 performing an escrow function. 
ll Sec. 2. Section 536.1, Code 1985, is amended to read as 
12 follows: 
13 536.1 TITLE -- LICENSE AN9-Rf6H~S-~H£RBHN9ER----PAeE-~9-
14 PAeB-S9~%ef~A~%9N REQUIRED. 
15 1. This chapter may be referred to as the "Iowa Regulated 
l6.Loan Act". 
17 2. With respect to a loan other than a consumer loan, ne a 
18 person7-ee~arenersh±~7-assee±aeien7-er-eer~eraeien shall not 
19 engage in the business of making loans of money, credit, 
20 goods, or things in action in the amount or of the value of 
21 two twenty-five thousand dollars or less and charge, contract 
22 for, or receive on any-s~eh the loan a greater rate of 
23 interest or consideration eherefor for the loan than the 
24 lender would be permitted by law to charge if the lender were 
25 not a licensee here~neer under this chapter except as 
26 authorized by this chapter and without first obtaining a 
27 license from the superintendent of banking;-hereinafeer-eaiied 
28 ehe-s~~erineendent. 

29 3. With respect to a consumer loan, a person required by 
30 section 537.2301 to have a license shall not engage in the 
31 business of making loans of money, credit, goods or things in 
32 action in the amount or value of ewe twenty-five thousand 
33 dollars or less and charge, contract for, or receive on any 
34 seeh ~ loan a greater rate of interest or consideration 
35 therefor for the loan than the lender would be permitted by 
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2 

3 

4 

5 

6 
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law to charge if the lender were not a licensee "ere~nder 
under this chapter, except as authorized by this chapter and 
without first obtaining a license from the superintendent. 

4. A person who enters into less than ten supervised loans 
per year in this state and who neither has an office 
physically located in this state nor engages in face-to-face 

7 solicitation in this state may contract for and receive the 
8 rate of interest permitted in this chapter for licensees 

9 "ere~nder under this chapter. A "consumer loan" ~"eli-be 
10 means the same as defined in section 537.1301. 

11 Sec. 3. Section 536.10, unnumbered paragraph 3, Code 1985, 

12 is amended to read as follows: 

13 Every ~ licensee subject to examination, supervision and 

15 

16 

17 
18 

19 

20 

21 

14 regulation by the superintendent, shall pay to the 

superintendent an examination fee, based on the actual cost of 
the operation of the ~maii regulated loan division of the 

department of banking, and the proportionate share of 
administrative expenses in the operation of the department of 

banking attributable to the ~mai% regulated loan division as 
determined by the superintendent of banking. S~e" The fee 

shall apply equally to all licenses and shall not be changed 

23 

24 

22 more frequently than annually and when changed, shall be 
effective on January 1 of the year following the year in which 
the change is approved. 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

Sec. 4. Section 536.13, Code 1985, is amended to read as 
follows: 

536.13 BANKING BOARD -- REPORT -- ADDITIONAL RESTRICTIONS. 

1. i~-~haii-be-~"e-d~~y-o£-~he The state banking board, 

here~naE~er-eaiied-~he-board,-and-~~-~haii-"ave-power, 

;ar~~d~et~on,-and-aa~hortty,-£rom-time-~o-~tme-eo may 
investigate the conditions and find the facts with reference 
to the business of making ~maii regulated loans, as described 

in section 536.1,-hereinafeer-referred-to-a~-~ma%%-ioan~, and 
after making saeh the investigation, report in writing t"etr 

35 its findings to the next regular session of the general 
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1 assembly, and upon the basis of ~~eh the facts: 
2 a. To classify ~ma%% regulated loans by a regulation 
3 according to ~~eh a system of differentiation a~ which will 
4 reasonably distinguish ~aeh the classes of loans for the 

5 purposes of this chapter,-and. 
6 b. To determine and fix by a regaia~ion-~aeh rule the 

7 maximum rate of interest or charges upon each saeh class of 
8 ~maii regulated loans a~ which will induce efficiently managed 

9 commercial capital to enter ~~eh the business in sufficient 
10 amounts to make available adequate credit facilities to 

11 individuals wi~hoa~-~he-~eear~~y-or-f±narte~ai-re~~on~~b±i~~y 
12 asaaiiy-req~±red-by-benks. Saeh The maximum rate of interest 

13 or charge shall be stated by the board as an annual percentage 
14 rate calculated according to the actuarial method and applied 
15 to the unpaid balances of the amount financed. 
16 2. The board may Erem-~±me-~o-~±me,-eommene±ng-Mereh-%7 

17 i935, redetermine and refix by e-regaia~±on rule, in 
18 accordance with subsection 1 eboYe, any maximum rate of 

19 interest or charges previously fixed by it, but ~~eh the 
20 changed maximum rates shall not affect pre-existing loan 

21 contracts lawfully entered into between any a licensee and any 
22 ~ borrower7-aii-regaia~±ons. All rules which the board may 
23 make respecting rates of interest or charges shall E±x-and 
24 een~a~n state the effective date ~hereef of the rules, which 
25 shall not be earlier than thirty days after notice to each 
26 licensee by mailing ~aeh the notice to each licensed place of 

27 business. 
28 3. Before fixing any classification of smaii regulated 

29 loans or any maximum rate of interest or charges, or changing 
30 any-s~eh ~ classification or rate under authority of this 
31 section, the board shall give reasonable notice of its 
32 intention to consider doing so to all licensees and a 

33 reasonable opportunity to be heard ~hereen and to introduce 
34 evidence with respect ~here~e to the change or classification. 

35 4. Beginning July 4, 1965, and until such time as a 
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different rate is fixed by the board, the maximum rate of 
interest or charges upon ~~eh the class or classes of ~mal% 

regulated loans ~hall-be is three percent per month on any 
part of the unpaid principal balance of the loan not exceeding 

one hundred fifty dollars and two percent per month on any 
part of the loan in excess of one hundred fifty dollars, but 

not exceeding three hundred dollars, and one and one-half 
percent per month on any part of the unpaid principal balance 

of the loan in excess of three hundred dollars, but not 
exceeding seven hundred dollars, and one percent per month on 

any part of the unpaid principal balance of the loan in excess 
of seven hundred dollars. 

5. Every A licensee here~naer under this chapter may lend 
any sum of money not exceeding two twenty-five thousand 

dollars in amount and may charge, contract for, and receive 
thereon on the loan interest or charges at a rate not 
exceeding the maximum rate of interest or charges determined 
and fixed by the board under authority of this section or-by 

the-prov±~±on~-oE-the-preeeaing-~~b~eetion-4. 

6. ~he-following-provi~ion-~hall-apply-to-ell-loen~ 

~nel~e%ng-eon~~mer-loen~-meee-by-e-l%een~ee-here~neer~ If any 

interest or charge on a loan regulated by this chapter in 

excess of those permitted by this chapter ere is charged, 
contracted for, or received, the contract of loan ~hell-be is 
void as to interest and charges and the licensee ~hell-have 
has no right to collect or receive any pr±ne±pe%7 interest or 

charges whatsoever. 
The prov±s±on~-ef-~he Iowa consumer credit code shell 

apply, chapter 537, applies to a consumer loan in which the 
licensee participates or engages, and eny ~ violation of the 

Iowa consumer credit code ~hell-be is a violation of this 
32 chapter. 

~ 33 Article 2, parts 3, 5 and 6 of chapter 537, and article 3 
34 of chapter 537, sections 537.3203, 537.3206, 537.3209, 
35 537.3304, 537.3305 and 537.3306 shell apply to any credit 
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1 loan contract but only upon one obligor on any one loan 
2 contract. 

3 Sec. 7. Section 536.28, Code 1985, is amended by adding 
4 the following new subsections: 

5 

6 

NEW SUBSECTION. 
NEW SUBSECTION. 

3. ''Board" means the state banking board. 

4. "Consumer loan" means a loan as de-

7 fined in section 537.1301. 
8 NEW SUBSECTION. 5. "Superintendent" 

9 perintendent of banking. 

means the state su-

10 Sec. 8. NEW SECTION. 536.30 INSURANCE RELATED TO PROP-
11 ERTY OF BORROWER. 

12 A licensee may sell the borrower insurance against loss of 

13 or damage to property owned by the borrower or loss from lia-
14 bility arising out of the ownership or use of property owned 

15 by the borrower. 
16 Sec. 9 • 
17 the section 

Section 536A.5, Code 1985, is amended by striking 
and inserting in lieu thereof the following: 

18 

19 
20 

21 

22 

23 
24 

25 
26 
27 
28 
29 
30 

31 
32 

33 
34 

35 

536A.5 EXEMPTIONS. 

This chapter does not apply to any of the following: 
1. Businesses organized or operating as permitted under 

the authority of a law of this state or the United States re­
lating to banks, trust companies, building and loan associa­

tions, savings and loan associations, insurance companies, 
regulated loan companies organized under chapter 536, or 

credit unions. 
2. Persons that make loans only on notes secured by first 

mortgages on real estate. 
3. Licensed real estate brokers or salespersons. 

4. A person engaged exclusively in the business of 
purchasing commodity financing or commercial paper. 

5. A pawnbroker. 
6. A person engaged in the mercantile business. 

7. Loans made to a domestic or foreign corporation. 
Sec. 10. Section 536.25, Code 1985, is repealed. 

EXPLANATION 

-6-



s.F. H.F. 

1 This bill makes several changes to chapter 536 relating to 
2 chattel loans. A short title of the "Iowa Regulated Loan Act" 

3 is given to the chapter. References to "small loans" have 
4 been changed to "regulated loans". The maximum amount of a 

5 loan under the chapter would be increased from two thousand 
6 dollars to twenty-five thousand dollars. The bill also 

7 permits a licensee to sell certain types of property insurance 
8 to borrowers on property owned by the borrower, permits a 

9 licensee to collect the principal of a loan even if the 
10 interest rate or other charges are in excess of that 

11 permitted, and repeals a section requiring an applicant for a 
12 loan to report all other installment loans the applicant might 

13 have. 
14 

15 
16 

17 

18 

19 
20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 
34 

35 
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