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&J-3~ . f h equity line of I An Act providing for the creat10n 0 a orne 
A BILL FOR 

2 credit and priority of advances under mortgages securing 

3 the home equity line of credit. 

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IO\~A: 

H-6007 
SENATE AMENDMENT TO HOUSE FILE 2415 

1 Amend House File 2415 as follows: 
2 1. Page 1, by striking lines 20 through 35 and 
3 inserting in lieu thereof the following: 
4 "2. Except as provided in this section, a home 
5 equity line of credit is subject to chapter 537. 
6 However, sections 537.2307, 537.2402, and 537.2510 
7 do not apply. 
8 3. A lender may collect in connection with 
9 establishing or renewing a home equity line of credit 

10 the costs listed in section 535.8, subsection 2, 
11 paragraph "b", charges for insurance as described 
12 in section 537.2501, subsection 2, and a loan pro-
13 cessing fee as agreed between the borrower and the 
14 lender, and annually may collect an account maintenance 
15 fee of not more than fifteen dollars. Fees collected 
16 under this subsection shall be disregarded for purposes 
17 of determining the maximum charge permitted by 
18 subsection 4. 
19 4. The interest rate on a home equity line of 
20 credit shall not exceed one and three-quarters percent 
21 per month. 
22 5. Real estate which is the consumer's principal 
23 dwelling shall not be subject to foreclosure when 
24 the balance secured is $2000 or less." 
25 2. Renumber as necessary. 

H-6007 FILED MARCH 30, 1984 RECEIVED FROM THE SENATE 
"tI~ .-<.,,-.<~ -+/;< (/'_ /s""'-) 

CPB·lt:.200 ?n') 
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s. F. I-LF. :;415 

1 section 1. NEW SECTION. 535.10 HOME EQUITY LINE OF 

2 CREDIT. 
3 1. As used in this chapter, the term "home equity line 
4 of credit" means an arrangement pursuant to which all of the 

5 following are applicable: 
6 a. The amounts borrowed and the interest and other charges 

7 are debited to an account. 
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b. The interest is computed on the account periodically. 
c. The borrower has the right to pay in full at any time 

without penalty or to pay in the installments which are estab­

lished by the loan agreement. 
d. The lender agrees to permit the borrower to borrow 

money from time to time with the maximum amount of each bor­

rowing established by the loan agreement, provided that the 

minimum amount of each borrowing shall not be less than five 
hundred dollars. 

e. The account is secured by an interest in real estate. 
The priority of the secured interest in the real estate shall 
be determined by section 654.12A. 

2. A home equity line of credit is not subject to chap­
ter 537. 

3. A lender may collect in connection with establishing 

or renewing a home equity line of credit the costs listed 

ln section 535.8, subsection 2, paragraph "b", charges for 

insurance as described in section 537.2501, subsection 2, 
and a loan processing fee as agreed between the borrower and 

27 the lender, and annually may collect an account maintenance 
28 fee as agreed between the borrower and the lender. Fees 

29 collected under this paragraph shall be disregarded for 

30 purposes of determining the maximum charge permitted by section 
31 535.2 . 

.f.'~ -<'3 " 

32 Sec. 2. Section 535.2, 
33 1983, is amended by adding 

34 NEW SUBPARAGRAPH. (6) 

subsection 2, paragraph a, Code 

the following new subparagraph: 

A person borrowing money under 
35 a home equity line of credit as provided in section 535.10 . 

-1- • 
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1 Sec. 3. NEW SECTION. 654.12A PRIORITY OF ADVANCES UNDER 

2 MORTGAGES. Subject to section 572.18, if a prior recorded 

3 mortgage contains the notice prescribed in this section and 

4 identifies the maximum credit available to the borrower, then 

5 loans and advances made under the mortgage, up to the maximum 

6 amount of credit together with interest thereon, are senior 

7 to indebtedness to other creditors under subsequently recorded 

8 mortgages and other subsequently recorded or filed liens even 

9 though the holder of the prior recorded mortgage has actual 

10 notice of indebtedness under a subsequently recorded mortgage 

11. or other subsequently recorded or filed lien. The notice 

12 prescribed by this section for the prior recorded mortgage 

13 is as follows: 

14 NOTICE: This mortgage secures credit in the amount of $ 

15 Loans and advances up to this amount, 

16 together with interest, are senior to indebtedness to other 

17 creditors under subsequently recorded or filed mortgages and 

18 liens. 

19 However, the priority of a prior recorded mortgage under this 

20 section does not apply to loans or advances made after re-

21 ceipt of notice of foreclosure or action to enforce a 

22 subsequently recorded mortgage or other subsequently recorded 

23 or filed lien. 

24 EXPLANATION 

25 This bill provides for the creation of a home equity line 

26 of credit. The line of credit is one which is secured by 

27 real estate, the minimum amount of each borrowing is five 

28 hundred dollars, the amounts borrowed and interest and other 

29 charges are debited to an account, interest is computed 

30 periodically, and there is a right to pay in full without 

31 penalty or in installments. The home equity line of credit 

32 is not subject to the consumer credit code. The lender is 

33 authorized to charge a loan processing fee and an annual 

34 account maintenance fee. The line of credit is exempt from 

35 the usury ceiling. Finally, the lender may file a mortgage 

-2-
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1 evidencing the line of credit. Loans or advances made under 

2 the mortgage have priority over other liens except mechanic's 

3 liens filed subsequent to the mortgage even if the loans or 
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advances are 

This bill 

made after the other liens have been filed. 

becomes effective July 1 following enactment. 
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HOUSE FILE 2415 
H-5470 

_
. ~~end House F11e 2415 as follows: 

~ i 1. Page 1. by inserting after line 19 the 
- 3 [0110w1ng: 

"" 4 "f. The lender is a state or federally-chartered 
5 bank, savings and loan association, savings bank. 
6 or credit union." 
7 2. Page 1, by striking lines 20 and 21 and 
8 inserting in lieu thereof the fol10w1ng: 
9 "2. A home equity line of credit is subject to 

~ 10 chapter 537, except section 537.2307 does not apply 
11 and the home equity line of credit shall be considered 
12 a consumer loan not pursuant to open end credit and 
13 shall be subject to section 537.2401." 

~ 14 3. Page 1, by striking lines 22 through 35. 
15 4.. Renumber as necessary. 
(!. Nb" 3/i{ tJ;' ) BY HOLVECK of Polk 

fh B - of-...... 3ft' (.';'5) HUMMEL of Benton 
CHAPMAN of Linn 

H-5470 FILED ~!ARCH i, 1984 VAN CM1P of Scott 

HOl!SE FILE 2415 
H-5473 

, Amend House Fi~e 2415 as follows: 

3 followi:1g: e 2 1. Page., by inserting after line 19 t~e 

, 4 "1. The lender 1S a state or federaLy-chartered 
S bank, savings and loan association, savings bank, 
6 or credit ur.io:l." 
7 2. Page 1. by striking lines 20 and 21 and 
8 l~serting in lleu thereof the following: 
9 "2. A home equity line of credit is subject to 

10 chapter 537, except section 537.2307 does not apply." 
11 3. Page 1, by striking lines 26 through 28 and 
12 lnserting in lieu thereof the following: ":!nd a loan 
13 processing fee in an amount not to exceed that a~ount 
:4 permitted in section 535.8. subsection 2. paragrap!l 
is a. Fees". 
16 4. Page!. by inserting after 11ne 31 the 
17 ~81lowing: 

:3 "4. The rate of lnterest applied to a home equity 
:9 11ne of credit shal~ not exceed the usurv 1:m1t 
20 established pursuant to section 535.2. subsection 
2;' 3." 
22 S. Page 1. by striking 11nes 32 through 35. 
23 6. By renumbering as necessary. 
H-54 7 3 FILED ~1ARCH 7, 1984 BY HOLVECi< of Polk 
'if/'" .3/6 (1'13 0 ) 



HOUSE FILE 2415 
H-5515 

1 Amend House amendment H-5470 to Souae File 2415 
:2 as follows: 
3 1. page 1, line 13, by inserting after the figure 
4 "537.2401. II the following: "For that portion of a 
5 home equity line of credit used to acquire a neW or 
6 used motor vehicle and to which section 322.19 is 
7 applicable, the maximum finance charges permitted 
8 in section 322.19 shall apply." 

BY HOLVECK of Polk 
1l-551S fIJ"ED MARCH 8, 1984 HUMMEL of Benton 
LOST (t "0'/» 

HOUSE FILE 2415 
H-5523 

1 Amend House amendment H-S470 to House ~iie 2115 
2 to read as follows: 
3. 1. . page 1,. by striking lines 10 through 13 and 
4 InsertIng In lIeu thereof the following: "chapter 
~ ;~;iy~~cept secttons 537.2307 and 537.2402 do not 

1l-5523 FILED MARCH 8, 1984 
LS§T (f. J,,") 

BY HOLVECK of Polk 

, ... '. 
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HOUSE FILE 2415 

~end House FIle 2415 as follOws: 
Page 1. by striking llnes,20 and.21 and 

'ns~~ting in lieu thereof the fo~lowlng. lib' t to 
~. "2. A home equity line ofcredlt is s ]e~ 537 2402 
chapter 537, except that sectlons 537.2307 an . 
do not apply ... 

BY HOLVECK of Polk 
KREWSON of Polk 
ROSENBERG of Story 
MULLINS of Kossuth 

2415 

H-5657 
1 ~end House amendment H-5640 to House File 2415 
2 as follows: 
3 1. Page 1, by striking lines 5 and 6 and inserting 
4 in lieu thereof the following: "chapter 537, except 
5 that section 537.2307 does not apply and that a home 
6 equity line of credit shal1be deemed to be a consumer 
7 loan not pursuant to open end credit for purposes 
8 of determining the applicable maximum interest rate." 

H-5657 FILED MARCH 14, 19B4 
OUT OF ORDER J)1-(J'/c 4

/s) 

BY HOLVECK of Polk 



PAGE TEN, MARCH 14, 1984 HOUSE CLIP SHEET 

HOUSE FILE 2415 
H- C)643 

1 Amend House File 2415 as follows: 
2 1. Page 1, by striking lines 1 through 35 and 
3 inserting in lieu thereof the following: 
4 "section 1. NEW SECTION. 535.10 HOME EQUITY 
5 LINE OF CREDIT. 
6 1. As used in this chapter, the term "home equity 
7 line of credit" means an arrangement pursuant to which 
8 all of the following are applicable: 
9 a. The amounts borrowed and the interest and other 

10 charges are debited to an account. 
11 b. The interest is computed on the account periodi-
12 cally. 
13 c. The borrower has the right to pay in full at 
14 any time without penalty or to pay in the installments 
15 which are established by the loan agreement. 
16 d. The lender agrees to permit the borrower to 
17 borrow money from time to time with the maximum amount 
18 of each borrowing established by the loan agreement, 
19 provided that the minimum amount of each borrowing 
20 shall not be less than one thousand dollars. 
21 e. The account is secured by an interest in real 
22 estate. The priority of the secured interest in the 
23 real estate shall be determined by section 654.12A. 
24 2. Except as provided in this section, a home 
25 equity line of credit is subject to chapter 537. 
26 However, sections 537.2307 and 537.2402 do not apply. 
27 3. A lender may collect in connection with 
28 establishing or renewing a home equity line of credit 
29 the costs listed in section 535.8, subsection 2, 
30 paragraph lib", charges for insurance as described 
31 in section 537.2501, subsection 2, and a loan pro-
32 cessing fee as agreed between the borrower and the 
33 lender. Fees collected under this subsection shall 
34 be disregarded for purposes of determining the maximum 
35 charge permitted by subsection 4. 
36 4. The interest rate on a home equity line of 
37 credit shall not exceed two percent per month. 
38 5. A lender shall not provide a home equity line 
39 of credit in an amount that exceeds seventy-five 
40 percent of the appraised value of the real estate 
41 to be used as security minus the total of all 
42 outstanding liens and encumbrances on the real estate." 
43 2. Renumber as necessary. 

H-5643 FILED MARCH 13, 1984 
t~ ~ { ~ 3//4 (~ '0./.5) 

BY BLANSHAN of Greene 
VARN of Johnson 
McKEAN of Jones 
KREWSON of Polk 
LAGESCHULTE of Bremer 
PELLETT of Cass 
LLOYD-JONES of Johnson 



HOUSE FILE 2415 
S-5S14 

Amend ~ouse File 2415 as follows: 
1. Page 1, by striking lines 20 through 35 and 

l:1serti:lg in lieu thereof the following: 
" ,. 2. E:xcept as provided in this section, a home 
5 equity line of credit ~s subject to chapter 537. 
6 l:(»lcver, sectlons 537.2307, 537.2402, and 537.2510 
7 do :10t apply. 

3. A 'ender may collect in connection with 
9 eSLdblishlllg or re:lewing a home equity line of credit. 

:0 :!le costs listed in section 535.8, subsection 2, 
p<ll'agrapl1 "b", charges for insurance as described 

:;; Ul sectlon 537.2501, subsection 2, and a loan pro-
:'J ceSS'.l1g fee as agreed between the borroVier and the 

~. ':.4 lcndeL·. F",es collected u!lder this subsection shall 
is he clsregad.ed for purposes of determining the maXlmum 
10 c!12rge permitted by s~bsection 4. 
i'" 4. The int.erest rate on d home equity line of 
i3 credit shall not exceed one and three-quarters percent 
L') per ,:nonth. 11 

5 
6 
7 

'J 
10 
1 ' 

2. Renumber as necessary, 
BY COMMITTEE ON COMMERCE 

GEORGE KINLEY, CHAIR 

HOUSE FILE 2415 

J\1:10:1<1 SCn,1!:C .1.mondmcnt 5-55' 4 t· . 24' r . . , .L 0 :10""e 1'1 'c· 
.J.....> a.s 'p~-::Js<...:(1 by the !lOuse uS f "T 1 • ',," . 

1. Page 1, line: 14, b . ,..0 ..... o/.~.~"',""... . 
\Olord "le~1.der" 1-\0-. ;, , • y In,:lc ..... t_.l,,:, d f ... cr t::c 

~ "-11~ to· .J..OW 1. '10 , 1'_"':1. ~ '\ '-1 
COL' .'le""" a ~ .•.. .... r nc (.n:nEll.J.V ::!.:Av 

. - : ~ n uCcount IL;c:::.:nlenance f .... :. c- : t- .. 

tha:~ tlf::een dollars", 1,..;(2 01. :lot 1 .. 0re 
~, ~acrc 1, bv ct-ikin(T l' . -. 1 ic,l...~ /: ... ... ..... ':I lne 19 .:ll1C insertin(~ 

.1, . U ~~lcrcoJ... tr:.e followin9: J 

"per :nor~t.~1. 

. _ .. ~'. nea~ esta. te Which's t.'l" 
..' J. _....: C01;Sumcr'$ 

~-l.\.c;-p"'l uwellJ.ns shilll not be sub'e~t to 
J..orecl.Osure when tile c.:11ance cec'~rc.c< ':' or less." - ~ ~ l.S $2000 

5-5574 FILED 
MARCH 27, 1984 
d~j .3jn(ti/tI~) 

BY CHARLES BRUNER 
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BOUSE f·IL..: 241S 

;\N ACT 

PRO','lnIN(; FOR Tm: Cf.O:EATIUN ()t' A HOrn: £QUITY L1N'F. Q}o- CREDIT 

h.'H) PRiJIU1'Y or Jo.f>VAN~:~:; lJNJ)f;R 1'10R7GA(;}':S St;(.'1)RING THI:: 

HOHE EQUITY !.INf-: OF CREnn. 

m: IT F.~A(;TFin BY nrc; CENEi~AJ, ASSL~8r.Y or THR STATF. OF IOW!\: 

Se::t.lon 1. !'IF.\-.' SF.C';'ION. :,:)~) . 1 () UOHF: F.QIJ I 'IT LI h'E OF 

CREDIT 

1. As used 1)\ thlS chapLe::-, Ule tern "horne equi ty 1 ine 

of ';r~d~ til lI\ean~. dn at rc:Utgl~m~nt pUt'aU,mt to which ill 1 of t.he 

follol.·lI~q ,u"e applicable; 

,\. ':'~H.: <iillf)Unt(;. hOrl'()\Jer. and the .lllt.et'e:~t <lnd other Ch.lt'g(~6 

,'re dr:b: t.ed to i:!11 account 

h. '!'tIC lI:tt~r("!!",t l~ (':ompllt.\:d Oil t.he account pel'lodlcally. 

(: ';.'h~ OOl'r\)'"'~~l" hdt t(l~ rl9ht to pay in full ."It .,OJ' Utr.e 

.... ~tt:('\it. p(.'nalty 01 to P":'1 );1 th-..: in!;t<tllm"!nt:~~ I.'cnch ate (:stab­

l:f~h·.!:.l hi t!lt" :')(ttl d'.l1t'maen\." 

d 'l·tH' l-"nde! ilgt(;\!f., t.v pe1r-~ll tilt' borr'0Wt~r' 1.0 b()I,I';';M 

:nct,,!! f!"()f: t.lmt' ~() t.lm~ ""Ith q)t' n,UO,:lIu:n atn:)unt, ()[ each LOJ'-

1')1.'_~19 ,~:..:<\b! l:;h~d by t.:,~ }o,'.n itq)'(,~!n:ent, prc)'/id~d thilt the 

'n)fl.InUm .lIilO'Jr.t: (,f l~i:lC~1 b,,)t'to1o.'tTlq I;[)all nct be I(:~,::; thc:n fi'.'e 

h~ln'll't"!d d(~ll"l s 
, "h(~ ,)(;COUI:', I~ ~~c\II',!d by ,10 lnt,~r(:j;;t ~fl r~:,ll (~Gt.ilt(!. 

'file pr)("l'It,Y (If t.!II,' ~;~';urr:rl Illterr::;t, III t.h~ r'c,)l €"!!'ttate "h,ll} 

b..: ':(~f,(~lU\:n~'i 1)'/ t;-.'i;1.1on ~~,4 :2(\ , . Ex ..... e~l ,l:i pn)'/I('kd til thlG r.c<:t.)or:, J. h('::I1~~ I.!qUlty line 

()t ~'I~dl~ 

5)~ )1:)~. 

I a !;ut! I,ct 

'<n. ;.:~c-::, 
',() ch~lPt P.L ',d ',' li()\ ... ·e\'f~r . !;~cttOIl:; 

.J1~d '),1 :,7'.\0 d() ni)l itpply, 
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Hou~;e hIe 241S, P. 2 

". h lender may collect. 1n connt~ction ·,.:It.h estahli!ili1n',1 

01 renewinq a hom€"! f~<Iuit.y line of c)"(!diL the costs listed 

in !;.er:tjon !.>3~),a, sub!:ect.iou 2, PdlC\9['11ph "b", charges fot 

ln~U.l"dnct"! as dc!;:.,Cl'ih~d in scctio)) S37.2!:.OI, subsectlon 2, 

Clod a loan proc~!.si))9 fee iU; d9'lt~cd bClween th~ hOlro'oJel: <)nd 

th~ 1 ender:, MId annua 11 Y r.'lay co 11 ec t <In ,1(;COUIi t malfllenanc~ 

tco.! of flot tr,or~ thdll 1'1 ft.een dOll.<H'~. Fc-:cs coll(!ct.(~d undt~1 

this SUb!.\1ction shall be d.isn~9,)I"d~~d fOl purpo:~<..:1-' of 

determining t.h~ maximum ch,ugC! pf'!rmit.t:(;d by Euhsectioll -1-. 

4, The int~reut rate on " hO:1€: r:quity 1 illt! of c)'(~d.lt sbdll 

not exceed one and t.h.ree-qu<1rtc~'6 ~)(~rcent pt~1' lMHll.h. 

5. Rcl'tl ej;;t.<ltc '~hich is t.he COllnumer'<:; p1'inc1pdl d .... eli.il':q 

Sh'lll llot be subj(.'ct to fOLcclosun: .... hen the balance !;'l!:curE~d 

if; $)01)0 01' leB$.. 

Sec. 2. ~,J;;~,SJ::~'~I,qN. 651,12,\ t'RJCl<I1'Y or ADVAl:ClS UNDER 

HOR1'GAGES. Subject. t.o sect.ion 572.18, ita prior recol:ded 

Jnor:tq<.",.J(: contallu; Lite rlOlice pn:!>crib~d 1n thi::; section and 

identJ.ti..cs Uw rMxir:lUr:l CL'(~d1'_ avalle:b'!e t.o the bou'o...,er, tl"~n 

10i!llli alld Cldvilnct~s made under the wO['tqClg<.-, up to the r::l.:tX1lnUrr 

ilwount of cJ'edi t 'oget"hel' wi t.tl int..(,!n~!:>!. Lh(:l:con, ,u'e :,<..:nio:: 

to i.ndebt(':dne!)~ t.o ()th~~r ct'(.'d i t.or:~ ulldt~J: nubsequent 1 'J 1 ecol'ded 

rnortgt,gp.s dod othe:: ::Hlbr..e4Ul~nt.l,! ::ecord~d or fi lP.o1 li(~II" ev,'lI 

though the h(>ldl~r ot.' the pnot r~(;:)l.'<l~d IrO;'t.qil.ge h,,~~ c'lr.t.u,)} 

:Iotice of 1ndl!bt<..:dlll!SE ulld~.'1 a I;ll"ur.,t:quently n~cotd-.:oJ m;)l'tq,l(J'~ 

or olhe1' 1i.uhsequcnt1j' !'e<;ol'd(:u or fll.,~d lien. 1'h~ notlce 

pJ'e'!;cribed b'J tlli:; :,'-.:ction tOt tne pr,H"r r(!ccrdp.d 1-,0 r t.::'llq(· 

u. it:; follow~;: 

~:OTICR: '''hlf.. m()1't.9,lge sen:l·e:., c~t'dil 1n lh<.· amount of $ 

LO,lns <HId ,VlV,)IIC<..:S up t.v t.his ,1I1"Ount, 

togethe)' with 1ntel'lt!'st, ,1)'<>: S(\I~i(lI' 1'.0 indebted:le-l~f., t(; o',he~' 

Cl'(!dit,or!;. und(~l' ~;ubs.t.'quent.ly L'ec0l'ded or f.tIed nort,9,-HJ(':~,; i!,I~d 

1 i ~n~ •. 

lIo""(~'1~L t.h(-· priOl'lt.y of i\ ;'t'lor tE~co!'aed 1II01't.g<)qf': .lOdel Uil~~ 

!;(:ct.i'))l doe,; )lOt. ,)pp1y to leans 01' ,1UV.)!I::e!'i mdtlt: <'Ift.e) 1'('>­

ceipt of not-.tce of 1',)L"t.!cIo~;\lr~ OJ" ,V7t.1(7) to ell~'OJ'CI! ,\ 

:x: 
"TI 

'" .., ... 
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subsequently recorded mortgage or other subsequently recorded 

or filed lien. 

DONALD D. AVENSON 

Speaker of the House 

ROBERT T. ANDERSON 

President of the Senate 

1 hereby certIfy that this bill originated ill the House and 

lS known as House File 2415, Sevent~eth General Assembly. 

Approved ~!-'/I-t __ 

TERRY E. BRANSTAD 

Governor 

1984 

--_ .. __ .. _-- -.-... --------
JOSEPH O'HERN 

Chief Clerk of the House 


