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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 regulated loan from two thousand to twenty-five thousand

s dollars, permitting a licensee to sell property insurance

3 to borrowers on property owned by the borrowers, providing

& Zor a penalty if a licensee charges excessive interest

/ or other charges, and repealing a requirement that an Lﬂ
8 applicant for a loan shall report other installment loans 'ﬂ
9 that the applicant may have.

10 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IQWA:

12
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Section . section 533A.2, subsectlion 1, paragraph

.~ s

1985, 15 amended to read foliow

. DBanks, savings and loan assoclations, insurance
companies and similar fiduciaries, chattet regulated loan
companies licensed under chapter 536 and industrial loan
companies Licensed under chapter 526A, es-duly-lteensed-n
Iswa-by-tawy authorized and admitted to transact business in
this state and performing credit arnd financial adjusting 1in
ithe regular course of their principal business, or while
performing an escrow function.

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

536.1 TITLE -- LICENSE ANB-RiGHPS-FHEREUNDER----PAEE-¥0-
PACE-SRLICIPATION REQUIRED.

1. This chapter may be referred to as the "Iowa Regulated

Lcan Act”.

2. With respect to a loan other than a consumer loan, ne a
persony-copartnershipy-assceration;-or-corperatton shall not
engage in the business of making loans of money, credit,
goods, ©r things in action in the amount or of the value of
twe twenty-five thousand dollars or less and charge, contract

for, or receive on any-sueh the loan a greater rate of

interest cr consideration therefor for the loan than the

lender would be permitted by law to charge if the lender were

not a licensee hereunder under this chapter except as

authorized by this chapter and without first obtaining a
license from the superintendent of bankingy-hereinafter-catied
the-superintendent.

3. With respect to a consumer loan, a person required 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 twe twenty-five thousand
dollars or less and charge, contract for, ¢r receive on any
aueh the loan a greater rate of interest or consideration

cherefor for the loan than the lender would be permitted by
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without first obtaining a ilicense from the superintendent.

4, A perscn 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
soiicitation in this state may contract for and receive the
vate of interest permitted in this chapter for licensees

hereender under this chapter. A "consumer loan® ahari-be

means the same as defined in section 537.1301.

Sec. 3. Section 536.:0, unnumbered paragraph 3, Code 1985,
1s amended to read as follows:

Every A licensee subject to examination, supervision and
regulation by the superintendent, shall pay to the
superintendent an examination fee, based on the actual cost of
the operation cf the amalt regulated loan division of the
department of banking, and the prcportionate share of
administrative expenses in the operation of the department of
banking attributable to the sma%*% regulated loan division as
determined by the superintendent of banking. Sueh The fee
shall apply eqgually to all licenses and shall not be changed
more freguently than annually and when changed, shall be
cffective on January 1 of the year following the year in which
the change is apprcved,

Sec. 4. Section 536.13, Code 1985, 1s amended to read as
follows:

536.13 BANKING BOARD -- REPORT -- ADDITIONAL RESTRICTIONS,

1. %t-shaiil-be-the-duty-of-the The state banking boards
nereinafter-cetted-the-board;-and-it-ahali-have-powery
Jurisdiction;-and-authnerityrs-frem-time-to-time-to may
investigate the conditions and find the facts with reference
to the business of making smait regulated loans, as described
in section 536.1l7-hereinafter-referred-to-as-smati-toeanz; and
after making sueh the investigation, report in writing therr

its findings to the next regular session of the general
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assembly, and upon the basis of sueh the facts:
a. To classify smett regulated loans by a regulation

according to sueh a system of differentiation as which will

reasonably distinguish sueh the classes of loans for the
purposes of this chaptersy-and.

b. To determine and fix by a regulatiem-3uchn rule the
maximum rate of interest or charges upon each swoeh class of
smatt regulated loans as which will induce efficiently managed
ccurercial capital to enter sueh the business in sufficient
amounts to make available adequate credit facilities to
individuals wrthout-the-security-or-financiai-responaibritty
usnatiy-required-by-banks. Sueh The maximum rate of interest
or charge shall be stated by the board as an annual percentage
rate calculated according to the actuarial method and applied
to the unpaid balances of the amount financed.

2. The board may frem-time-to-time;-commencing-March-1;
$935;7 redetermine and refix by a-reguniatien rule, in
accordance with subsection 1 abeve, any maximum rate of
interest or charges previously fixed by it, but suech the
changed maximum rates shall not affect pre-existing loan
contracts lawfully entered into between any a licensee and any
a borrowers-aki-regutatiens. All rules which the board may

make respecting rates of interest or charges shall f£ix-and
contain state the effective date thereof of the rules, which

shall not be earlier than thirty days after notice to each
licensee by mailing suech the notice to each licensed place of
business.

3. Before fixing any classification of smati regulated
loans or any maximum rate of interest or charges, or changing
any-2ueh a classification or rate under authority of this
section, the board shall give reasonable notice of its
intention to consider doing so to all licensees and a
reasonable opportunity to be heard thereen and to introduce
evidence with respect therete to the change or classgification,

4, Beginning July 4, 1965, and until such time as a

_3_




S.F. 5%% H.F.

different rate is fixed by the board, the maximum rate of
interest or charges upon suech the class or classes of amat?
regulated loans shati-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 decllars, and one and one-half

0 ~ O b W N

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

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

13 5. Every A licensee hereunder under this chapter may lend
14 any sum of money not exceeding twe twenty-five thousand

15 dollars in amount and may charge, contract for, and receive
' 16 thereen 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 er-by
19 the-provisiens-of-the-preceding-subsection-4.

20 6. Phe-following-provisien-sheii-appity-te-ati-ieans

2]l ineciluding-consumer-toans-made-by-a-ticensee-hereunders If any

22 interest oxr 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 shaii-be is

25 void as to interest and charges and the licensee sheti-have

26 has no right to collect or receive any prinetpait; interest or

27 charges whatsoever., In addition, the licensee shall forfeit

28 the right to collect the lesser of two thousand dollars of

29 principal of the loan or the total amount of the principal of
30 the loan.

31 The provristrons-of-the Iowa consumer credit cocde shaii
32 appty, chapter 537, applies to a consumer loan in which the

4.33 licensee participates or engages, and any a violation of the
34 Towa consumer credit code aheti-be is a violation of this

35 chapter.
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Article 2, parts 3, 5 and 4 of onamier 537, and article 3
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g}_yhgg;g; 537, sectlons 53703203, 532703206, 537.3209,
53703304, 537.3305 and 537.3306 ahat: appiy Lo any credit
transaction, &s defined in seocilon 537022301 0 winich a
licensee participates or ongages, and any violacien ol those
parts or secticns shari-be iz a vioiabtion of this chapter,
For the purpose of applying the-previsions-of the Towa
consumer credit code to those credit transactions, "consumer
lcan” sketi-ineiude includes e loan for a business purpose.
1i
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rsedes a

conflicting provision of this chapter. However, section

-

536.30 1s not superseded by the Icwa consumer credif code.

Sec. 5. Section %36.1%, Code 1985, i1s amended to read as
follows:

536.19 USURY -~ LYMITATION CON PRINCIPAL LOAN.

Ne A licensee shall neot directly or indirectly charge,
ontract for, or receive any lnterest or consideration greater
than the lender would be permitted by law to charge 1f the
lender were not a licensee hereunders upcn the loan, use, or
forbearance of money, goods, or things in action, or upon the
loan, use, or sale of credit, of the amount or valiue of more
than ¢twe twerty-five thousand dollars. The-feregeing

-

L

& —
prehtbrtion-shail This section 2lgo appiy applies to any a

lTicensee who permits any & person, as porrowcr or as endorser,
r

a
guarantor, or surety for any a borrowor, or ctherwise, to owe
directly or contingently or both Lo the licensee al any time

the sum of mere than two twenty-five thousand dollars for

principal.

Sec. 6. Section 336.26, unnumnered paragrapn 1, Ccde 1985,
is amended to read as [cllowsg:

No A licensee shall noc, directly or indirectly, sell or

offer for sale any lifce, or accident and health insurance in

connecticen with any a loan made under this chapter except as

and to the extent authorized by this section. Lifs, accident
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and health insurance, or any of them, may be written by a

licensed insurance agent upcn or in connection with any loan
for a term not extending beyond the final maturity date of the
lsan contract but only upon one obligor on any one loan
contract.

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

NEW SUBSECTION. 3. "Board"” means the state banking board.

NEW SUBSECTION. 4. “"Consumer loan” means a loan as de-

fined in section 537.1301.

NEW SUBSECTION. 5. "Superintendent" means the state su-
perintendent of banking.

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

A licensee may sell the borrower insurance against loss of
or damage to property owned by the borrower or loss from
liabllity arising out of the ownership or use of property
owned by the borrower. The insurance shall be sold at premium
rates approved by the insurance department. In selling the
insurance, the licensee shall furnish to the borrower a clear,
conspicuous, and specific statement in writing setting forth
the cost of the insurance and stating that the borrower may
choose the person through whom the insurance is to be
obtained.

Sec. 9. Section 536A.5, Code 1985, is amended by striking
the section and inserting in lieu thereof the following:

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,
regiulated loan companies organized under chapter 536, or
credit unions.

2. Persons that make loans only on notes secured by filrst




mortgsages on real estate.

—

7 3. Licensed real estate brokers or salespersons.

e

(¥

4. A person engaged exclusively in the business of

4 purchasiiyg commodity flnancing or commercial paper.

i

Y. A pawnbroker.

6 6. & person engaged in the mercantile business.

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

8 Sec., 10. Section 536.25, Code 1985, 1s repealed.

e EXPLANATION

10 Thig bill makes several changes to chapter 536 relating to

11 chattel ioans. A short title of the "lIowa Regulated Loan Act"”
12 1s giver tg the chapter. References to "small loans” have

13 been changed to "regulated loans". The maximum amount of a

14 loan under the chapter would be increased from two thousand

15 dollars to twenty-five thousand dollars. The bill also

16 permits a licensee to sell certain types of property insurance
I/ to borrowers on property owned by the borrower, permits a .
{8 llcengee Lo colliect that part of the principal of a lcan in

19 excess of two thousand dollars even 1f the interest rate or

20 ctner charges are in excess of that permitted, and repeals a
21 section reguiting an applicant for a loan to report all other
22 1nstallment loans the applicant might have.

23

24

25
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Amend Senate File 544 &s follows:

1. By striking everything afrer the enactin
clavse and irserting the folicwing:

“Section L. Section 533A.2, subsection I,

paragraph b, Code 1985, is amended to read as follows:
b. Banks, savings and loan associatlions, iasurance
companies and similar fiduciaries, ecratzelr regulated
loan companies licensed under chapter 536 and
ndustrial iocan ccompanies licensed under chapter 5364,
as-duxy-itcenaed-inm-Towa-by-itaw; authcrized and
admitted to transact business in this state and
perfcrming crediz and financial adjusting in the
reguiar course of cheir principal business, or while
oy

perfcrming an escrow functlon.
Sec. 2. Secu- on 535.1, Ccde 1985, :is amended to
teac as follows:
536.1 TITLE == LICENSZ AMD-RIGHEPS-THEREHBMNBER~-~-
PALCS-P9-FRACE-SOLIETPaPION REQUIRED.
This chaote' mav be referred to as the "Iowa

1
Regqulated Loan Act'".

2. With respect -0 a lcan other than a consumer
lcan, ne 2 oersoq—~copartn ersnrpr-assoctattony-or
corporacion shall not engage in the business of making
lcarns cf money, credit, goods, or things in action in
the amount or of the value of twe twenty-five thousand
dollars or less and charge, contract for, or receive
on any-suwen the loan a greater rate of interest or
consideration therefo= for the lcan than the lender

would be permitted by law to charge if the lender were
not a licensee hereunder under this chapter except as
authorized by this chapter and without first obtaining
a license from the superintendent of bankingsy
hereinafter—catied-she~ supertatendent.

3. With respect to a consumer loan, a person
required 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 twe twenty-~five thousand dellars or less and
charge, contract for, or receive on any-such the loan
a greater rate of interest or consideration therefor
for the loan than the lender would be permitted by law
to charge 1f the lender were not a licernsee hereunder
uncer this chapter, except as authcrizecd by this
chapter and withcout first cbtaining a license from the
superintendent.

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

-

may contract for and receive the rate of interest
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permitted in this chapter for licensees nereundes
under this chapter. A "consumer loan" shaii-be means
the same as defined in section 537.1301.

Sec. 3. Section 536.10, unnumbered paragraph 3,
Code 1985, 1is amended to read as follows:

Every A llicensee subject to examination,
supervision and regulation by the superintendent,
shall pay to the superintendent an examination fee,
based on the actual cost of the operation of the smaxi
reguiated loan division of the department of banxing,
and the proportionate share of administrative expenses
in the operation of the department of bankirg
attributable to the asmaii requlated loan division as
determined by the superintendent of banking. Sueh The
fee shall apply equally to all licenses and shall not
be changed 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.

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

536.13 BANKING BOARD -- REPORT -- ADDITICNAL
RESTRICTIONS.

l. Zft-shaii-be-the-duty-of-the The state banking
boardr-heretnafter-catted-the-board;-and-+t-shaii-have
power;-Jurradretrony-and-authorrtys-from-—trme-to-time
to may investigate the conditions and find the facts
with reference to the business of making amatt
requlated loans, as described 1n section 536.1l7
herexnafter-referred-to-as—-amati-toan=s; and after
making such the investigation, report in writing thezxs
its findings to the next regular session of the
general assembly, and upon the basis of sueh the
facts:

a. %Po-ciasaify-amaiit Classify regulated loans by a
regulation according to sueh a system of
differentiation as which will reasonably distinguish
suel the classes of loans for the purposes of this
chapters-and.

b, ®o-determine Determine and fix by a regulatien
suech rule the maximum rate of interest or charges upon
each suech class of smat® regulated locans as which will
induce efficiently managed commercial capital to enter
such the business in sufficient amounts to make
available adequate credit facilities to 1individuals
without-the-aecurrty-or-£financtat-responatbiitey
uanatiy-required-by-banka, Sueh The maximum rate of
interest or charge shall be stated by the board as an
annual percentage rate calculated according to the
actuarial method and applied to the unpaid balances of
the amount financed.
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2. Tre IZxcept as provided in supsecticn 7, the
bcaré may from-time-to-timer-ccmmenctng-Maren-+7-193575
redetermine and refix by a-reguiavien rule, in
accordance wizth subsection 1 above, any maximum rate
of interest or charges previously fixed by it, but
such the changed maximum rates shall not affect pre-
exlsting loan contracts lawfulily entered intoc between
any a licensee and any a borrcwers-airi-requiations.
All rules which the board may make respecting rates of
interest or charges shall £ix-and-contatn state the
effective date thereof of the rules, which shall not
be earlier than thirty days after notice to each
licensee by mailing sueh the notice to each licensed
place of business. B

3. Before fixing any classification of smat?
regulated loans or any maximum race of interest or
charges, or changing any-sweech a classificaticn or rate
under authority of this section, the board shall give
reasonable notice of 1ts intention to consider doing
so to all licensees and a reasonable cpportunity to be
heard thereen and to introduce evidence with respect
tRereto to the change or classification.

4. Beginning July 4, 1965, and until such time as
a different rate is fixed by the board, the maximum
rate of interest or charges upon 3uch the class or
classes of amail requlated loans shaii-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 hereunder under this chapter
may lend any sum of money not exceeding twe 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-proviszons
cf-the-precedirng-subsectton-4 or pursuant to
subsection 7 for those amounts in excess of ten
thousand dollars.

6. The-foritewing-provision-shatt-appity-te-aii
tsans-tnciuding-consumer-tocana-—made-by-a-ttcenses
hereunders If any lnterest or charge on a loan
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regulated by this chapter in excess of those permitted
by this chapter are is charged, contracted for, or
received, the contract of loan shaii-be 1s void as to
interest and charges and the licensee shati-have has
no right to collect or recelve any prine:rpal; 1lnterest
or charges whatseever, In addition, the iicensee
shall forfeit the right to coilect the lesser of two
thousand dollars of principal of the loan or the tctal
amount of the principal of the ioan.

7. The board may establish the maximum rate of
interest or charges as permitted under thils chapter
for those loans wnose unpaid principal balarnce s ten
thousand dolillars or less. For those loans whose
unpaid principal baiance 1s over ten thousand doillars,
the maximum rate of interest or charges which a
licensee may charge shall be the grezter of the rate
permitted by chapter 535 or the rate authorized for
supervised financ:ial organizations by chapter 537.

The previsitens-ef-the Iowa consumer credlit ccde
sheti-appty, chapter 537, applies tc a consumer loan
in which the licensee participates or engages, and any
a violation of the Iowa consumer credit ccde shati-be
1s a violation of this chapter.

Article 2, parts 3, 5 and 6 of chapter 537, and
article 3 of chapter 537, sections 537.3203, 537.3206,
537.3209, 537.3304, 537.3305 and 537.3306 shati apply
to any credit transaction, as defined in section
537.1301 in which a licensee participates cr engages,
and any violation of those parts or sections shaii-be
is a violation of this chapter. For the purpose of
applying the-provistens-of the Iowa consumer credit
code to those credit transactions, "consumer loan”
shaii-tneiade includes a locan for a business purpose.

A provision of the Iowa consumer credit ¢ode
applicable to loans regulated by this chapter shati
supersede supersedes a conflicting provision of this
chapter.

Sec. 5. Section 536.15, Code 1985, 1s amended to
read as follows:

536.15 USURY -- LIMITATION ON PRINCIPAL LOAN.

Ne A licensee shall not directly or indirectly
charge, contract for, or receive any interest or
consideration greater than the lender would be
permitted by law to charge if the lender were not a
licensee hereunder upon the loan, use, or forbearance
of money, goods, or things in action, or upon the
lecan, use, or sale of credit, of the amount or wvalue
of more than twe twenty-five thousand dollars. ©The
foregoing-prontbitien-shat* This section also appiy
applies to any a licensee who permits any a perscon, as
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berrower ¢r as endorser, guarantor, or surety for a=ny
a borrower, ¢r otnrerwise, to owe directly or
contingently or bcth o tne licensee at any time the
sum of more than ewe twentv-five thousand doliars for
princilpal.

Sec. 6. Section 536,25, Code 1985, 1s amended to
read as follows:

$36.25 STATEMENT OF OTHER LOANS BY B3ORROWER,

Every A licensee when making a loan hereunder under
this chapter shalil require a statement in writing from
each applicant setting forth a description of all
installment indebtedness of aueh the applicant by
giving the amount of each sueh lcan and the name of
the lender. The applicant may orally disclicse the
information and tae licensee shall write down the
.nformaticn, and the applicant shall supsequently sign
the statement.

Sec. 7. Section 536.26, unnumnbered paragraph 1,
Ccde 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 any 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 beycnd the final
maturity date of the loan contract but only upon cne
obligor on any one lcan contract.

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

NEW SUBSECTION. 3. "Board” means the state
banking board.

NEW SUBSECTION. 4. "Consumer loan" means a loan
as defined in section $37.1301.

NEW SUBSECTION. 5. “Superintendent” means the
state superintendent of banking.

Sec. 9. NEW SECTION. 536.30 INSURANCE RELATED TO
PROPERTY OF BORROWER.

A licensee may sell the borrower insurance against
less 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 adopted under
those sections by the administrator of the Iowa
consumer credit code.

Sec. 10. Section 536A.5, Code 1985, is amended by
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striking the section andé inserting in lieu thereof the

foliowing:

536A.5 EXEMPTIONS.

This chapter does not apply tc any c¢f the
followling:

1. Businesses organized or operating as permitted
under the authority of a law of this state or the
United States relating to banks, trust companies,
building and loan associations, savings and loan
associations, insurance companies, regulated loan
companies organized under chapter 336, or credit
unions.

2. Persons that make loans only on nctes secured
by first mortgages on real estate.

3. Licensed real estate brokers or salespersons.

4. A perscn engaged exclusively in the busiress 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.”

2. Title page, line 3, by striking the word
"twenty-five" and inserting the following: "ten".

3. Title page, line 7, by striking the word
"repealing” and inserting the following: "modifying”

»
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Approved

A BILL FOR

An 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 regquirement that an
applicant for a loan shall report other installment loans
that the applicant may have.

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

cPE-1619Y 12/72



1l Section 1. Section 533A.2, subsection 1, paragraph b, Code
2 1985, is amended to read as follows:
3 b. Banks, savings and loan associations, insurance

.4 companies and similar fiduciaries, cheatte requlated loan
5 companies licensed under chapter 536 and industrial loan
6 companies licensed under chapter 536A, as-duiy-}icensed-in
7 Iewa-by~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.
11 Sec. 2. Section 536.1, Code 1985, is amended to read as
12 follows:
13 536.1 TITLE -- LICENSE AND-RISHFS-YBEREUNDER--~-PAEE-F6-
14 PACE-SOLICIPALISGN REQUIRED.

15 l. This chapter may be referred to as the "Iowa Regulated
16.Loan Act".
17 2. With respect to a loan other than a consumer loan, ne a

18 persony-ecopartnershipy-associationy-or-corperation 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-such the loan a greater rate of

23 interest or consideration therefer for the loan than the

24 lender would be permitted by law to charge if the lender were
25 not a licensee hereunder under this chapter except as

26 authorized by this chapter and without first obtaining a

27 license from the superintendent of bankingy-hereinafter-ecaiied
28 the-superintendene.

29 3. With respect to a consumer lcan, 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 sueh the loan a greater rate of interest or consideration

35 therefor for the loan than the lender would be permitted by

-1-
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law to charge if the lender were not a licensee hereunder

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
solicitation in this state may contract for and receive the
rate of interest permitted in this chapter for licensees
hereunder under this chapter. A "consumer loan" shaii-be
means the same as defined in section 537.1301.

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

is amended to read as follows:

Bvery A licensee subject to examination, supervision and
regulation by the superintendent, shall pay to the
superintendent an examination fee, based on the actual cost of
the operation of the smail requlated lecan division of the
department of banking, and the proportionate share of
administrative expenses in the operation of the department of
banking attributable to the smai} regulated locan division as
determined by the superintendent of banking. Sueh The fee
shall apply equally to all licenses and shall not be changed
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.

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

536.13 BANKING BOARD —-—- REPORT ~-- ADDITIONAL RESTRICTIONS.

1. ft-shaii-be-the-duty-of-the The state banking boardy
heresnaérer-catied-the-bonrd;-and-te-shati-have-power;
jurisdiceion;-and-anthorityrs—from-time-to-time-te may
investigate the conditions and find the facts with reference
to the business of making sma:: requlated loans, as described
in section 536.l7-hereinafter-referred-to-as-smeii-ieans; and
after making sueh the investigation, report in writing theis
its findings to the next regular session of the general
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assembly, and upon the basis of sueh the facts:
a. To classify smat* regulated loans by a regulation
according to sueh a system of differentiation as which will

reasonably distinguish such the classes of loans for the
purposes of this chaptery-and.

b. To determine and fix by a reguiatien-such rule the
maximum rate of interest or charges upon each suech class of
smatt regulated loans as which will induce efficiently managed
commercial capital to enter sueh the business in sufficient
amounts to make available adequate credit facilities to
individuals without-the-securiey-or-£finaneialt-responsibiitey
usuatly-cequired-by-banks. Sueh The maximum rate of interest
or charge shall be stated by the board as an annual percentage
rate calculated according to the actuarial method and applied

to the unpaid balances of the amount financed.
2, The board may frem-time-to-timer;-commencing-Mareh-i7
39357 redetermine and refix by a-reguiation rule, in .
accordance with subsection 1 above, any maximum rate of
interest or charges previously fixed by it, but sueh the
changed maximum rates shall not affect pre-existing loan
contracts lawfully entered into between any a licensee and any
a borrowers-ati-reguiations., All rules which the board may

make respecting rates of interest or charges shall £ix-and
eontain state the effective date thereef of the rules, which
shall not be earlier than thirty days after notice to each
licensee by mailing suweh the notice to each licensed place of

business.
3. Before fixing any classification of smaii regulated
loans or any maximum rate of interest or charges, or changing

any-sueh a classification or rate under authority of this

section, the board shall give reasonable notice of its

intention to consider doing so to all licensees and a

reasonable opportunity to be heard thereer and to introduce

evidence with respect thereetes to the change or classification. .
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 sueh the class or classes of smaiil
regulated loans shaii-pe 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 f£ifty dollars, but
not exceeding three hundred dellars, 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 leoan in excess

of seven hundred dollars.
5. Every A licensee hereunder under this chapter may lend

any sum of money not exceeding twe 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 er-by
the-provisions-of-the-preceding-subsection-4.

6. The-foiriewing-provision-shaii-appiy-to-aii-ioans
tneinding-consumer-ioans-made-by-a-iicensee-hereunders If any
interest or charge on a loan regulated by this chapter in
excess of those permitted by this chapter are is charged,
contracted for, or received, the contract of loan shaii-be is
void as to interest and charges and the licensee shati-have
has no right to collect or receive any prineipeiy interest or

charges whatsoever.

The previsions-of-the Iowa consumer credit code shaii
appty, chapter 537, applies to a consumer loan in which the
licensee participates or engages, and any g‘violation of the
Iowa consumer credit code shaii-be is a violation of this

chapter.

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

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

NEW SUBSECTION. 3. "Board" means the state banking board.

NEW SUBSECTION. 4. "Consumer locan" means a loan as de-
fined in section 537.1301.

NEW SUBSECTION. 5. "Superintendent" means the state su-
perintendent of banking,

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

A licensee may sell the borrower insurance against loss of
or damage to property owned by the borrower or loss from lia-
bility arising out of the ownership or use of property owned

by the borrower.

Sec. 9. Section 536A.5, Code 1985, is amended by striking
the section and inserting in lieu thereof the following:

S36A.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
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This bill makes several changes to chapter 536 relating to
chattel loans. A short title of the "Iowa Regulated Loan Act"
is given to the chapter. References to "small loans" have
been changed to "regulated loans". The maximum amount of a
loan under the chapter would be increased from two thousand
dollars to twenty-five thousand dollars. The bill also
permits a licensee to sell certain types of property insurance
to borrowers on property owned by the borrower, permits a
licensee to collect the principal of a loan even if the

interest rate or other charges are in excess of that
permitted, and repeals a section requiring an applicant for a
loan to report all other installment loans the applicant might
have.
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