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A BILL FOR 
1 An Act relating to the collection by lenders of certain 

2 fees from persons other than sellers and borrowers in 

3 connection with certain real property purchase-money 

4 loans. 

5 BE IT ENACTE::l BY THE GENERAL ASSE~IBLY OF THE STATE OF IOWA: 
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H-3333 
HOUSE FILE 588 

1 Amend HOUse File 588 as follows: 
2 l. Page 1, by striking lines 13 and 14 and 
3 inserting in lieu thereof the following: "from the 
4 person Hho developed or constructed the dllelllng or 
5 from any otiler person who is neither the borrower 
6 nor the owner of the dwell:lng that is being". 
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S.F. H.F. Sgg 

1 section 1. Section 535.8, subsection 2, paragraphs a and 

2 d, Code 1981, are amended to read as follows: 

3 2. a. A le~de~ may collect In con~ection wi~l~ a :oa~ a 

4 loan process~~g fee which does ~ot exceed one percent of a~ 

5 amount which is equal to the loan principal less twelve 

6 thousand five hundred dollars, except that in the event of 

7 an assumption of a prior loan the lender may collect a loan 

8 processing 

9 reasonable 

10 assumption 

11 assumed. 

fee which does not exceed an amount which 1S a 

estimate of the expense of processing the loan 

but which does not exceed one percent of the amount 

In addition, a lender may collect in cOmlection 

12 with a loan a commitment fee, closing fee, or similar charge 

13 from any person oth.er than the borrower or the person who 

14 owns, occupies, and 15 selling the dwelling that is being 

15 purchased with part or all of ~he proceeds of the loan. A 

16:oan j:l!:eeessoj,f!"l" fee collected under the authority of this 

17 paragraph is compensation to the lender soley for the use 

18 of money, notwithstanding any provision of the agreement to 

19 the contrary. However, a loan ~Fe€egB~R~ fee collected under 

20 the authority of this paragraph shall be di.sregarded for 

21 purposes of de-:::ermin:;.ng the maximum charge permitted by section 

22 535.2 or 535.9, SUbsection 2. The collection in connection 

23 with a loan of a loan origination fee, closing fee, conunitment 

24 fee or similar cr..arge ether than expressly authorized by this 
25 paragraph is prohibited. 

26 d. Ii a lender collects a fee or charge which is prohibited 

27 by paragraph "a" or "b" of this st;hsection or which exceeds 

28 the amount pe:c-mitted by paragraph "a" or "b" of thi.s 

29 subsection, the aSFFewet' person fror:! w!10m the fee ~ras collected 

30 has the right: to recover the unlawfu.l fee or charge or the 

31 unlawful pOl:tion of the fee er charge, plus attorney fees 

22 and costs incurre~ in any action necessary to effect recovery. 

33 SEC. 2. Sectivn 535.8, subsection 5, '.mnumbered paragraph 

34 2, is amended by strikir..g the unnumbe:ced para9rilph. 

:3 5 EXPLANATION 
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S.F. H.F. 58 g 

1 This bill would amend section 535.8 of the Code to allow 

2 lende~s to collect con~itment fees from building contractors 
3 and other persons in conr.ection with loans made to acquire 

" single- or two-family dlVellings. Existing law prohibits all 

5 fees except the loan processing fee authorized by section 

6 535.8, subsection 2, paragraph a. 

7 The bill would take effect July 1 following enactment. 
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1 An Act ~elat~ng to the collection by le~ders c~ certain 

2 fBes f~ot"! persons other tha~ sel:'e:::s ,;:uic bo~rOtlers i~ 

3 connection wit~ ce~tain real property pu~ch~se-~o~ey 
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S.F. H.F. S8E 

1 Section 1. Section 535.8, subsection 2, paragraphs a and 

2 d, Code 1981, are a~ended to read as follows: 

3 2. a. A lender may collect in connection with a loan a 

4 loan processing fee which does :lot exceed or.e perC8:1t of an 

5 amount \vhich is equal to the loan princi~al less t\.;elve 

6 thousand five hundred dollars, except that in the event of 

7 an assQ"ption of a prior loan the lender may collect a loan 

8 processing fee which does not exceed an arncu~t which is a 

9 reasonable estimate of the eXge~se of p~ocessing the loan 

10 assu::,ption but which does not exceed one percent of the amount 

11 assuf;",ed. In addition, a ler.der may collect in cor.~ectio~ 

12 with a IDar, a corrt::1itment fee, closing fee, or sinilar charge 

13 from t~e person who developed or constr~cted the dwelling 

l4 or ~rom env other person who is nei~~er the borrower nor the 

15 ow~er of t~c dwelli~g t~at is beinq ?urchascd w~th part or 

16 all of the proceeds of the loan. A loa~ ~~eee~s~~~ fee 

17 collected under the authority of this paragraph is com?ensatio~ 

18 to the lender soley for t~e use of money, notwithstanding 

19 any provision of the agreement to the contrary. However, 

20 a loan ~~eeessi~~ fee collected under the authority of this 

21 paragraph shall be disregarded for pUrposes of dete~mini~g 

22 the ~axim~m charge permitted by section 535.2 or 535.9, 

23 subsect~on 2. ~he collection in connection with a loan of 

24 a loan origination fee, closing fee, co~"itment fee or si~ilar 

2S charge other than expressly authorized by this paragraph is 
26 prOhibited. 

27 d. If a lender collects a fee or charge which is prohibited 

28 by paragraph lla" or "~btl of this subsection or which exceeds 

29 the ar:lour.t permitt.ed by parG.graph "a" or "011 of this 

30 subsection, the he~~ewe~ person from whom tbe fee was collected 

31 nas the right to recove~ the unlawful fee O~ charge or the 

32 unlawful portion of the fee or charge, plus attorney fees 

33 and costs incurred in any action necessary to effect recovery. 

34 Sec. 2. Section 535.8, subsection 5, un~umbered paragraph 

35 2, is amended by striking the unr.u~be~ed Faragra?h. 
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AN ACT 

Rr:r.ATING TO TIiB COLLEC1'fON 8Y LEnDERS OF Ct::RTAIN FEES PROM 

PERSONS OTHER 'rHA.. .... SELLERS ru'D BORRO'r.'I::RS IN CONNECTIOl, 

W[TH CRRTAIN REAL PROPERTY PURCHASE-HONl"Y LOANS. 

BE IT RNACTED BY 'THE GEN'ERAL ASSFMBLY Of 'l'HE STATE OI-' lOW,\: 

Section 1. Section 535,B, subsection 2. paragraphG a and 
d. Code 1981. are anended to l"ead as follows: 

).. a. A lender may collect in connection witl, a lo"n 

.a 10,10 processing fee which does not exceed one percent of 

an at'lount IJhicl"~ is equal to the loan pl·incipal less t .... elve 

thousand five hundred dollars. except that in the event of 

an assumption of a prior loan the lender may collect a loan 

processlnq fee which does not exceed an aDount which 15 a 

l"easonallle estit":late of the expense of processing t.he loan 

assurilption but which does not exceed one percent of the amount 

assumed. ~dition. a lender ~s::_~_t in connection 

.... i.~.~ .. ~ loan a ~onmit."'TIcnt f~_ ClOf>lnQ feeL....£!~ similar c)~cnge 
fr2.J!",_the pf!rs2n .... ho dev_~)~d or constQlct.e4. the ~.,Ul..2 

or fro~-.!!!l'._ot.he~!.~o is.~~r tll~ bor~...!!£L~~ 
2~l~.L_2.L tll~ d .... ellinQ tha!.....i£.~einq pllrc).~<;!sed with part or 

:")!_S!L.!ll~oceec!s----2..Lt.h6 19_I.t.!!...:.. A loan ~f!ee88e-tR~ fee 

collected unde:" the auUlOcity of this paragraph 1S compensation 

to the lender solely fot· the use of money. notlJithstanding 

an::' proviSion of the agreer:.ent to the contrary. Ho .... ever. 

,1 loan IHeeet:u,.,uJ fee COllected under the aut}lol:ity of this 

pat·agraph shall be disregardtld for purposes of dcterlflining 

the maxlmurc. charge pel·mitted by section 535.2 or 535.9. 

subsecti.on 2. The collect.ion in connecti.on 'Wlth a loan :)1" 

a :oan origination fee. closing fee. COl':'J'l'I1tJtent fee or similar 

charge ot_her t.han expressly authol:ized by Ulis paragraph is 
prohibited. 

- ~ 

House rll(~ !)t:8. P. 2 

d If i\ lender collects a fee or" chCl.t'ge ..... hich lS prOh.1.t'ilted 

by paragr"aph "a" 0[" "b" of Hus suhseclion 01:' whi.ch cxcecrh; 

the arnount permit.l(,d hy paragl"<lph Ita" Ot" "b" of thlf, 

subs(~ction. t.he Bene-vet' P_(~r-~~~r.or:1 ..... h.'2~V!~_ fee .. ~i:l.S C9.1_.!....e:~te~ 
hil~ the ~l'Jht to n:cOVCJ the lllll.l .... !ul fee or cr.arge or the 

I1nl~'\..·ful porticn of the feo 01' chal'ge. ~lus attorney fees 

and COlOtS .lnc:\,rre<i. in dlly action nf!ce!6sary to eifr:ct rccov/..'J'y. 

Sec . .?, Section ~35.fJ, subsect.ion 5, unnumhered paragraph 

2, is <,mended by st:ril<lnq th~ unnurnben:d paragraph. 

--- -------- -- -------------
fJELWYN STROMER 

5pea){et· of the Housl! 

- -------- -----------------
TrRRY K. BRANSTAD 

Prcsid"nt of tho Senate 

I he~·ehy certify that. Ulis bill orig.1nilt.ed in ttlC House and 

lS kno'Wn as UOUS('! Fil('! 588. Sixty-nint.h Gellel" .. d Assembly. 

Appro'JPQ ---u).~-
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Governor 
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Chief Clerk of t.he Ilous" 
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