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SENATE FILE 486 

S-3412 
1 Amend Senate File 486 as follows: 
2 1. Page 1, line 8, by inserting after the word 
3 "determined." the following: "It is not a violation 
4 of this subsection for the lessor and the lessee to 
5 agree in writing to allow the lessee to acquire 
6 ownership of the property for less than the amounts 
7 referred to in this subsection." 
8 2. Page 1, by inserting after line 26, the 

9 following: 10 "3. It is not a violation of this section for the 
11 lessor and the lessee to agree in writing to allow the 
12 lessee to acquire ownership of the property for less 
13 than the amounts referred to in this section." 

S-3412 FILED MAR~Jl'; 27, \~~9 
ADOPTED ?>~tf./· o'-fc(?·I~_J 

By MICHAEL GRONSTAL 
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S.F. H.F. 

1 Section 1. Section 537.3605, subsection 8, Code 1989, is 

2 amended by striking the subsection and inserting in lieu 

3 thereof the following: 

4 8. A statement that at any time after the first periodic 

5 payment is made, the lessee may acquire ownership of the 

6 property by exercising the option to purchase the property, 

7 and at what price, or by what formula or method the purchase 

31..{!;>.,_ 8 price will be determined. 

9 Sec. 2. Section 537.3608, Code 1989, is amended by 

10 striking the section and inserting in lieu thereof the 

11 following: 

12 537.3608 ACQUIRING OWNERSHIP. 

13 1. A lessor shall not offer a consumer rental purchase 

14 agreement in which fifty percent of all lease payments 

15 necessary to acquire ownership of the leased property exceed 

16 the cash price of the leased property. When fifty percent of 

17 all lease payments made by a lessee equals the cash price of 

18 the property disclosed to the lessee pursuant to section 

19 537.3605, subsection 9, the lessee shall acquire ownership of 

20 the leased property and the agreement shall terminate. 

21 2. At any time·after tende~ing an initial lease payment, a 

22 lessee may acquire ownership of the property that is the 

23 subject of the consumer rental purchase agreement by tendering 

24 an amount equal to the amount by which the cash price of the 

25 leased property exceeds fifty percent of all lease payments 

3-tlJ--]_6 made by the lessee. 

27 Sec. 3. Section 537.3621, Code 1989, is amended to read as 

28 follows: 

29 537.3621 DAMAGES. 

30 In case of a violation of a provision of this part with 

31 respect to a consumer rental purchase agreement, or a 

32 violation of the Iowa debt collection practices Act, article 7 

33 of this chapter, where a debt arises in connection with a 

34 consumer rental purchase agreement, the lessee in the 

35 agreement may recover from the person committing the 
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1 violation, or may set off or counterclaim in an action by that 

2 person, actual damages, with a minimum recovery of three 

3 hundred dollars or twenty-five percent of the total cost to 

4 acquire ownership under the consumer rental purchase 

5 agreement, whichever is greater; attorneys' fees; and court 

6 costs. 

7 Sec. 4. Section 537.7102, subsection 1, Code 1989, is 

8 amended to read as follows: 

9 1. "Debt" means an actual or alleged obligation arising 

10 out of a consumer credit transaction, consumer rental purchase 

11 agreement, or a transaction which would have been a consumer 

12 credit transaction either if a finance charge was made, if the 

13 obligation was not payable in installments, if a lease was for 

14 a term of four months or less, or if a lease was of an 

15 interest in land. A debt includes a check as defined in 

16 section 554.3104 given in a transaction in connection with a 

17 consumer rental purchase agreement, in a transactio~ which was 

18 a consumer credit sale or in a transaction which would have 

19 been a consumer credit sale if credit was granted and if a 

20 finance charge was made. 

21 EXPLANATION 

22 Section l requires the rent-to-own contract to detail the 

23 method and price or price formula to exercise the option to 

24 purchase the property prior to the end of the lease term. 

25 Section 2 changes the maximum buy-out percentage from the 

26 current fifty-five percent to fifty perce~t. 

27 Section 3 permits the award of damages for a violation of 

28 the Iowa debt collection practices Act in connection with a 

29 consumer rental purchase agreement. 

30 Section 4 changes the definition of "debt" in the Iowa debt 

1

31 collection practices Act to include a debt arising out of a 

,32 consumer rental purchase agreement. 
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S.F. J.f.(jk H.F. 

1 Section 1. Section 537.3605, subsection 8, Code 1989, is 

2 amended by striking the subsection and inserting in lieu 

3 thereof the following: 

4 8. A statement that at any time after the first periodic 

5 payment is made, the lessee may acquire ownership of the 

6 property by exercising the option to purchase the property, 

7 and at what price, or by what formula or method the purchase 

8 price will be determined. It is not a violation of this 

9 subsection for .the lessor and the lessee to agree in writing 

10 to allow the lessee to acquire ownership of the property for 

11 less than the amounts referred to in this subsection. 

12 Sec. 2. Section 537.3608, Code 1989, is amended by 

13 striking the section and inserting in lieu thereof the 

14 following: 

15 537.3608 ACQUIRING OWNERSHIP. 

16 1. A lessor shall not offer a consumer rental purchase 

17 agreement in which fifty percent of all lease payments 

18 necessary to acquire ownership of the leased property exceed 

19 the cash price of the leased property. When fifty percent of 

20 all lease payments made by a lessee equals the cash price of 

21 the property disclosed to the lessee pursuant to section 

22 537.3605, subsection 9, the lessee shall acquire ownership of 

23 the leased property and the agreement shall terminate. 

24 2. At any time after tendering an initial lease payment, a 

25 lessee may acquire ownership of the property that is the 

26 subject of the consumer rental purchase agreement by tendering 

27 an amount equal to the amount by which the cash price of the 

28 leased property exceeds fifty percent of all lease payments 

29 made by the lessee. 

30 3. It is not a violation of this section for the lessor 

31 and the lessee to agree in writing to allow the lessee to 

32 acquire ownership of the property for less than the amounts 

33 referred to in this section. 

34 Sec. 3. Section 537.3621, Code 1989, is amended to read as 

35 follows: 
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1 537.3621 DAMAGES. 

2 In case of a violation of a provision of this part with 

3 respect to a consumer rental purchase agreement, or a 

4 violation of the Iowa debt collection practices Act, article 7 

5 of this chapter, where a debt arises in connection with a 

6 consumer rental purchase agreement, the lessee in the 

7 agreement may recover from the person committing the 

8 violation, or may set off or counterclaim in an action by that 

9 person, actual damages, with a minimum recovery of three 

10 hundred dollars or twenty-five percent of the total cost to 

11 acquire ownership under the consumer rental purchase 

12 agreement, whichever is greater; attorneys' fees; and court 

13 costs. 

14 Sec. 4. Section 537.7102, subsection 1, Code 1989, is 

15 amended to read as follows: 

16 1. "Debt" means an actual or alleged obligation arising 

17 out of a consumer credit transaction, consumer rental 2urchase 
-' 

18 agreement, or a transaction which would have been a consumer 

19 credit transaction either if a finance charge was made, if the 

20 obligation was not payable in installments, if a lease was for 

21 a term of four months or less, or if a lease was of an 

22 interest in land. A debt includes a check as defined in 

23 section 554.3104 given in a transaction in connection with a 

24 consumer rental purchase agreement, in a transaction which was 

25 a consumer credit sale or in a transaction which would have 

26 been a consumer credit sale if credit was granted and if a 

27 finance charge was made. 

28 

29 

30 

31 

! 32 
l 33 

1

34 

35 

-2-

SF 486 

dw/cc/26 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

·~ 23 

24 

~PNSrA-<.., 8#. 

Ckt-iSn->R.J 

j../~ T"' ..e_ • i / / 

SENATE FILE j·c 'o 

BY (PROPOSED COMMITTEE ON 

JUDICIARY BILL) 

Passed Senate, Date ----------- Passed House, Date ------------
Vote: Ayes Nays Vote: Ayes ____ __ Nays ______ _ 

An 

BE 

Approved ---------------------------

A BILL FOR 

Act relating to rent-to-own regulations. 

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

TLSB 4148XS 73 

dw/cf/24 



S.F. H.F. 

Sect:on l. Section 537.3604, subsection 3, Code 1989, is 

2 amended by striking the subsection and inserting in lieu 

3 thereof the following: 

4 3. ''Basis price'' means the price at which the lessor 1n 

5 the ordinary course of business would offer to sell the 

6 personal property to the lessee for cash on the date of the 

7 consumer rental purchase agreement; provided that the basis 

8 price shall not exceed two hundred percent of the lessor•s 

9 actual purchase price for the merchandise or the customary 

10 retail cost of the merchandise in the community, whichever is 

11 less. 

12 Sec. 2. Section 537.3605, subsection 8, Code 1989, 1s 

13 amended to read as follows: 

l4 8. A state~ent that at any time after the first periodic 

15 payment is made, the lessee may acquire ownership of the 

16 property by tendering £~tty-five the specified percent of the 

17 difference between the total of scheduled payments necessary 

18 to acquire ownership and the total amount of lease payments 

l9 paid on the account at that time. !t-i~-net-a-vieiation-e£ 

20 t"i5-5M~~ect~en-£e~-the-±e~se~-ana-the-±essee-te-agree-in 

21 writing-te-ai±ew-t"e-±essee-to-acqMire-ewnershi~-e£-the 

22 property-£er-±e5s-t"an-t"e-amo~nts-referrea-te-in-this 

23 sMbseet±en~ 

24 Sec. 3. section 537.3605, subsection 9, Code 1989, is 

25 amended by striking the subsection and inserting in lieu 

26 thereof the following: 

27 9. The lease service cost as the difference between the 

28 total of scheduled payments, plus any initial or advance 

29 payment such as a trade-in allowance, and the basis price. 

30 10. The rental transaction interest rate in terms of an 

31 annual percentage rate where the amount financed is the basis 

32 price, the finance charge is the lease service cost, and the 

33 schedule of payments is as provided for in the consumer rental 

34 purchase agreement to acquire ownership. 

35 Sec. 4. NEW SECTION. 537.3605A RENTAL TRANSACTION 

-1-
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1 INTEREST RATE. 

2 The rental transaction interest rate shall not exceed the 

3 maximum charge permitted for fina~ce charges pursuant to 

4 section 537.2201. 

5 Sec. 5. NEW SECTION. 537.3606A TERM OF THE CONSUMER 

6 RENTAL PURCHASE AGREEMENT. 

7 The term of the consumer rental purchase agreement shall 

8 not exceed the time period, i.e., weekly, monthly, or other 

9 increment up to four months, in which rental payments are 

10 made. 

ll Sec. 6. Section 537.3608, Code 1989, is amended to read as 

12 follows: 

13 

14 

15 

16 

17 

18 

19 

537.3608 ACQUIRING OWNERSHIP. 

A~-a~y-~ime-af~er-~he-fir~~-~ea~e-~ayme~~-i~-maee,-the 

%e~~ee-may-ae~~ire-e~~ershi~-ef-~he-~ro~er~y-~y-~e~eeri"9 

fif~y-five-~eree~~-ef-~be-eifferenee-~e~~een-~he-~e~a!-e~ 

iea~e-~ayme~es-neee~~ary-ee-ae~~ire-o~nershi~-ane-ehe-eeeai 

amo~ne-of-%ea~e-~aymene~-maee~ The consumer rental ourchase 

agree~ent shall specify the percent of the difference between 

20 the total of lease payments necessary to acquire ownership and 

21 the total amount of lease payments made, as the amount that 

22 the lessee may tender after the first lease payment in order 

23 to acquire ownership of the prooe:ty. At any time after the 

24 first lease payment is made, the lessee may acquire ownership 

25 of the property by tendering the specified percent of the 

26 difference between the total of the lease payments necessary 

27 to acquire ownership and the total amount of lease payments 

28 made. The lessor shall then provide written evidence to the 

29 lessee that the lessee has acquired ownership of the property. 

30 Tt-is-net-a-vioiaeion-ef-ehi~-~eeeie"-fer-ehe-iesser-ane-ehe 

31 %e~~ee-ee-agree-in-wrieing-ee-aiiew-the-iessee-te-aeq~ire 

32 ewnershi~-ef-ehe-~re~erey-fer-iess-ehan-ehe-ame~nes-referred 

33 ee-in-ehis-seeeie~~ 

34 Sec. 7. Section 537.3621, Code 1989, is amended to read as 

35 follows: 

-2-
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537.3621 DAMAGES. 

2 In case of a violation of a provision of this part with 

3 respect to a consumer rental purchase agreement, or a 

4 violation of the Iowa Debt Collection Practices Act, article 7 

5 of this chapter, where a debt arises in connection with a 

6 consumer rental purchase agreement, the lessee in the 

7 agreement may recover from the person committing the 

8 violation, or may set off or counterclaim in an accion by that 

9 person, actual damages, with a minimum recovery of three 

10 hundred dollars or twenty-five percent of the total cost to 

11 acquire ownership under the consumer rental purchase 

12 agreement, whichever is greater; attorneys' fees; and court 

13 costs. 

14 Sec. 8. Section 537.7102, subsection 1, Code 1989, is 

15 amended tc read as follows: 

16 1. ''Debt" means an actual or alleged obligation ar~sing 

17 out of a consumer credit transaction, consumer rental purchase 

18 acreement, or a transaction which would have been a consumer 

~9 credit transaction either if a finance charge was made, if the 

20 obligation was not payable in installments, if a lease was for 

21 a term of four months or less, or if a lease was of an 

22 interest in land. A debt includes a check as defined ln 

23 section 554.3104 given in a transaction in connection with a 

24 consumer rental purchase agreement, in a transaction which was 

25 a consumer credit sale, or in a transaction which would have 

26 been a consumer credit sale if credit was granted and if a 

27 finance charge was made. 

28 EXPLANATION 

29 Sections 1 and 3 eliminate the term "cash price'' and 

30 substitute in its place ''basis price", a term with a different 

31 meaning but similar function. The basis price is disclosed in 

32 the rental contract, and other important terms, "lease service 

33 cost" and "rental transaction interest rate" are derived in 

34 part from the "basis price" to facilitate comparisons with 

35 beth cash purchase prices and ordinary consumer credit 

-3-
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~ transactions. 

2 Sections 2 and 6 eliminate the fixed maximum buy-out 

3 percentage, currently set at fifty-five percent, and provides 

4 for the maximum buy-out percentage to be fixed and disclosed 

5 in the contract. The protection provision of the buy-out 

6 percentage limit is assumed in part by the new definition of 

7 "basis price" which limits the markup imposed on the 

8 merchandise to the lesser of two hundred percent of the 

9 wholesale price or the customary retail cost in the community. 

10 Section 4 limits the rental transaction interest rate to no 

11 more than the maximum charge permitted for finance charges 

12 pursuant to section 537.2201, currently twenty-one percent at 

13 an annual percentage rate. 

:4 Section 5 provides that the term of the rental purchase 

15 agreement cannot exceed the time period or increment in which 

16 rental payments are made. 

17 Sections 7 and 8 subject rent-to-own transactions to the 

18 Iowa Debt Collection Practices Act. 
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AN ACT 

REI.ATING T<l RHtU'-TO-OI'JN Rt:GUI./\'l'lONS. 

S~:NI\1'1': FIU: 486 

81:: IT ENACTED B'i Till:: Gt-:NEHAL ASSI::MBI.'t Of TilE STA'l'£ OF' IOWA: 

Section 1. s~ctlon S3J.l605, suLsecLion 8, Code 1989, is 

Gmended by striking the subsection cl!\d 1nserti1H) ln lieu 

thereof the followin~: 

8, A statement th~t at any ti~e 4tter the first petiodic 

payment is made, the lessee m4y acquire owner~hip of thv 
propen.y by exercising the opt ion to p~uchaae the property, 

and at what price, or by what formula or roethod thl! purchase 

price will be determined. Jt is not d violation of this 

subsection for th~ lessor and the lessee to aqree in writing 
to allow the lessl!e to acquire ownership of the property tor 

less than the amounts referred to in this subsection. 
Sec. 2. Section 5rJ, 3608, Code 1989, is 4Ciended by 

str,king the section and insertlnq in li~u thereof the 

follovinqt 

SJ7.3608 ACQUIRING OWNERSHIP. 

1. A lessor shall not offer a consumer rental purchase 

aqreement in ~~thlch fi.fty percetlt of all hase pay10:1ents 

necessary to acquire ownership of the leased property exceed 

the cash price of the leased property. When fifty percent of 

dll lease payments made by a lessee equals thtt c<ash price of 

the property dlsclos~d to the lessee pursuant to &ection 

!)]"1,3605, sub~:>ection 9, the lessee shall ch .. "<Juire ownership of 

the leased propttrty and the aqreement shall terroinate. 

• 
~enate Fi.h 486, p. 2 

2. At ~ny time ~fter tenderi.nq an lnitial lease pay~ent, a 

les~ee mav o1c.qtli re ownership of the property that ia the 

subject of the consumer rental purchase aqreernent l:Jy tender inq 

.an ar;wunt equal to the .amount bV which the cash price of the 

h.a.sed propeny exceeds fifty p~trcent of all lease payments 

rnade by the lessee. 
J. It is r10t 4 vi.ol.a.tlon of this section for the lessor 

and lhe le~stte to aqree in writing to allow the lessee to 

c~~cquire ownership of the property for leas than the amounts 

referred to in this section. 

Stw. J. Section Sl7.362l, Code 1989, h amended to read as 

tollows 1 

S37.3621 OAHAGBS. 

In case of a violation of a provision of this part with 

respect. to a consumer rental purchas~ agreement, £!....! 

~iolation of ~h! !2~~-debt col~!£~!2~ practices ~f~t article 1 

of this_g~!~~!'ft ~~ere a debt !n~!~_in connucti~~ ~H.!!...~ 

~~ .... !erltal purchue di9!.!:~A]~n_!_t. the les.see in the 

aQree~ent may recover from the person committing the 

violati.on, or ~ay $~t off or counterclaim in an action by that 

person, actual dama~es, with a roiniroum recovery of three 

hundred dollars or twenty-five percent of the total cost to 

acquire ownership under the cons\rrner rental purchase 

aqre~ment, whichever is qreater; attorneys' fees1 and court 

costs. 

Sec. 4. Section SJ7.7l02, subsection 1, Code 1989, is 

amended to read as follows: 

L ''Oebt'" roeans an actual or allegeJ obliqation ariflinq 

out ot a consumer credlt transaction, consumer rent_!! £!!!Chase 

aqreement, or a transaction whlch would have been a consumer 

credit transaction either if a finance char()e was made, lf the 

obll()ati.on wafi. not payabl~ in installments, if a leaa.e was for 

a tee~ of four months or less, or it a lease was of an 

interest in land. A debt includes a check as defined in 

~ection ~St.3104 qivun in a transaction 1n_cor!._f!!!.£tioi).!!Hh .. ~ 

Ul , 
t 
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consumer rental purchase agreement, in a transaction which was 

a consumer credit sale or in a transaction which would have 

been a consumer credit sale if credit was granted and if a 

finance charge was made. 

JO ANN ZIMMERMAN 

President of the Senate 

DONALD D. AVENSON 

Speaker of the House 

I hereby certify that this bill originated in the Senate ar.d 

1s known as Senate File 486, Seventy-third General Assembly. 

Approved ~ ~ 
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