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(Formerly House Study Bill 255) 

Passed House, Date . ·? _ /7~ f.'?f~t :{-tt) Pas sed Senate, Date ______ _ 

Vote: Ayes ___ ~q~,·~;- Nay "--'.1--- Vote: Ayes ----- X a y s _____ _ 

Approved ______________________ _ 

A BILL FOR 
1 An Act prohibiting certain practices by a financial insti-

2 tution which makes or offers to make a real estate 

3 mortgage loan, requiring certain disclosures, and pro-

4 viding penalties. 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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l Section 1. Section 53SA.l, subsection 3, Code 1985, is 

2 am••nced ~o read as follows: 

3 3. ''Ftnancial institution'' means any bank, credit union, 

4 1nsucance company, mortgage banking company or savings and 

5 loan ctssoclation, industrial loan company, or like institution 

6 or any other person "!_h'?_m~ke~_ mortgage loans and which 

7 opera~es or has a place of business in this state. 

8 Sec. 2. NEW SECTION. 535A.9 TYING ARRANGEMENTS 

9 PHOHIBI7ED -- PE~ALTY. 

10 l. A financial institution which makes or offers to make 

ll real estate mortgage loans shall not: 

to grant a loan or a loan with 12 a. Grant or offer 

13 preferential terms on the prior condition, agreement, or 

14 understanding that the borrower has or will contract with 

15 specific person or organization for any of the following: 

16 ( 1 ) Services of a real estate agent or broker. 

17 ( 2) Real estate development or property management 

18 services. 

19 ( 3) Insurance services as an agent, broker, or 

20 underwriter. 

21 (4) Building materials or construction services. 

any 

22 {5) Legal services rendered to the borrower, except where 

23 the mortgage is expected to be sold to a secondary mortgage 

24 purchaser and the secondary mortgage purchaser requires that 

25 legal services be provided by a specific person or 

26 organization. 

27 b. Use confidential credit information for solicitation 

28 purposes either directly or indirectly by an affiliate 

29 subsidiary. 

30 c. Attempt or permit a real estate or insurance subsidiary 

31 to attempt to create the impression in its advertising or in 

32 any co~~unication that the customers of the subsidiary shall 

33 have priority access to the funds o[ the financial institution 

34 or are entitled to preferential interest rates or other terms. 

3~ d. Engage in real estate brokerage or insurance brokerage 
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1 1n the same physical structure without separate office space 

2 that clearly identifies the subsidiary as being separate and 

3 distinct in its operation from the financial institution. 

4 2. If a financial institution makes or offers to make a 

5 real estate mortgage loan to a borrower arising out of a 

6 listing given or a sale made by a real estate licensee who is 

7 affiliated with the financial institution, the loan 

8 application shall prominently display the following notice: 

9 NOTICE 

10 

11 

12 

13 

14 

15 

16 

17 

18 3. 

FREEDOM OF CHOICE OF LENDER 

''It is unlawful for a lender of mortgage funds to 

condition the granting of a mortgage loan, or any 

other financial service, upon the use by the borrower 

of a real estate licensee who is affiliated with the 

lender. You are free to obtain a mortgage loan on 

the property described in your application from a 

lender of your choice.'' 

If a financial institution directly or indirectly owns 

19 an interest in real property being offered for sale, such 

20 interest shall be disclosed in writing to the purchaser prior 

21 to the signing of the offer to buy by the purchaser. 

22 4. This section may be enforced by filing an action in 

23 district court in any county in which the financial 

24 institution or an agent is located to recover damages incurred 

25 or obtain injunctive relief. The action may be commenced by 

26 any of the following: 

27 a. 

28 b. 

29 chapter 

A borrower or prospective borrower. 

Any other person who as a result of a violation of this 

lS injured or will be injured including, but not 

to, another financial institution, or a person engaged 

selling of real estate, insurance, legal services, real 

development or management services, building materials, 

33 or construction services. 

30 limited 

31 in the 

32 estate 

34 c. The attorney general's office on behalf of a person 

35 included in either paragraph ''a'' or ''b''. 

-2-
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1 5. A person having substantial control over an enterprise 

2 or transaction who knowingly and willfully engages in conduct 

3 prohibited in this section is guilty of a serious misdemeanor. 

4 Sec. 3. A financial institution which makes or offers to 

5 make real estate mortgage loans and also engages in real 

6 estate brokerage or insurance brokerage in the same physical 

7 structure on the effective date of this Act shall have one 

8 year from the effective date of this Act to comply with 

9 section S35A.9, subsection 1, paragraph "d''. 

10 EXPLANATION 

11 This bill prohibits a financial institution that makes or 

12 offers to make real estate mortgage loans from engaging in 

13 certain practices which either give preferential treatment or 

14 imply that preferential treatment may be given to a person who 

15 obtains services ancillary to the mortgage loan from specific 

16 persons. The bill also requires certain disclosure 

17 information. Violations are enforceable in district court for 

18 money damages and injunctive relief. A knowing and willful 

19 violation is a serious misdemeanor. 
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~~end Ho~se F:le 53: as Eoclcws: 
l. By striking everyth:~g af~er the e~acting 

clause a~d i~serti~g t~e !cl:cwing: 
''Section 1. Section 535A.l, subsection 3, Code 

1985, is amended to read as Eo:lows: 
3. ''Financial insti:ution'' means any bank, credit 

union, insurance co~pany, mortgage banking company or 
savings and loan associatio~, ir.dustrial loan compa~y, 
or like instit~tion or anu other oerson who makes 
mortgage loans and which operates or has a place of 
business in :.his state. "Fir.an.cial inst.:.tution" does 
not include an indiv:d~al who makes less than five 
mortgage loans a year. 

Sec. 2. Section 535A.6, Code 1985, is amended to 
read as follows: 

535A.6 AGGRIEVED PARTY. 
Any person who has been aggrieved as a result of a 

violation of sections 535A.l to 535A.8 535A.9 and 
220.6, subsection 4, may bring an action ln the 
district court of the county in which the violation 
occurred or in the county where the financial 
institution involved is located. 

Upon a finding that a financial institution has 
committed a violation of either section 535A.2, o~ 
535A.4, or 535A.9 the court may award actual damages, 
court costs and attorney fees. 

Sec. 3. Section 535A.7, Code 1985, is amended to 
read as follows: 
• 53 SA. 7 CRI!HNAL PENALTY. 

Any person who knowingly engages in a practice 
which violates the provisions of section 535A.2, o~ 
535A.4 or 535A.9 is guilty of a serious misdemeanor. 

Sec. 4. NEW SECTION. 535A.9 TYING ARRANG~~ENTS 
PROHIBITED. 

l. A financial institution which makes or offers 
to make real estate mortgage loans shall not: 

a. Grant or offer to grant a loan on the prior 
condition, that the borrower is required to contract 
with any specific person or organization for either of 
the following: 

(l) Services of a real estate agent or broker. 
(2) Insurance services as an agent, broker, or 

underwriter. 
b. Use confidential credit status information for 

solicitation purposes either directly or indirectly by 
an affiliate subsidiary • 

c. Attempt or permit a real estate or insurance 
subsidiary to attempt to create the impression in its 
advertising or in any communication that the customers 
of the subsidiary shall have priority access to the 
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1 funds of the financial inst:tution or are entitled tc 
2 preferential interest rates o~ other terms. 
3 2. This section does not apply to the Iowa hous1ng 
4 flnance authority or a prog~am operated pursuant to 
5 chaoter 220." 
6 2. Tit~e page, lines 3 and 4 by striking the 
7 words ''providing penalties'' and inserting the 
8 following: •·making penalt1es applicable''. 

!:-3356 

!3Y St.-: ... \RTZ of t'-lO.!..~sha ll 
H()VTECK of C'olk 

l Amend House File 531 as follo~s: 
2 l. Page l. line 7, by ir'.Serti:v;; after tr.e ·.~ord 
3 ''s~ate '' th f '1 · ····-· · · · ·· · ~ · e OL ow:ng: rlnanc~aL tnst~tutLon'' does 
4 not include an individual h · · w o ~axes Less t~an Eive 
5 mortgage loans a year.". 
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Hou!l< File 531 

COM~J::HCF.:: Hutchin::., \hair; Gronstal and Nystrom 

• HOl:SF E'EE s ..3 I 
BY C0!-~!'-1ITTE2 ON S;-~;LL BCS::::~~ESS 

.;;~;o C0.':!'12J<CS 

(As Amended and Passed by the House March 19, 19851 

/.h. Passed House, Date .s:-.1' ;r,-(, ,:p.Pc.) Passed Senate, Date .If- /7- <;;,; (r../'/·<1~ 
y " 

Vote: Ayes 9't" Nays o Vote: Ayes # Nays 0 

Approved __ 1Q~·~~~3~{~/~~~F~~~----------------

A BILL FOR 
1 An Act prohibiting certain practices by a financial insti-

2 tution which makes or offers to make a real estate 

3 mortgage loan, requiring certain disclosures, and 

4 making penalties applicable. 

5 BE IT E!I<ACTED BY THE GENERAL ASSEMBLY OF TH£ STiV!:E OF IO',IA: 

25 

S-3766 HOUSE FILE 531 

1 k:'.end House File 531 as amended, pa.osed and 
2 a,-,d reprinted by the 1-!ot:sc as follows: 
3 1. Page 2, line 2, by inserting after the word 
4 "inforn-::.tio:-1" t~H? followir.<J; "thl\t is used for 
5 qu<:lifying a person for the ;:>un:hasc of real prop-
6 ert.y". 

S-3766 Filed April 16, 1985 

ti ~ <~-/n /u ~· i•NJ) 
By HUTCHINS 

SENATE AMENDMENT TO HOUSE FILE 531 
H-3916 

l Amend House File 531 as amended, passed and 
2 reprinted by the House as follows: 
3 1. Page 2, line 2, by inserting after the word 
4 "information" the following: "that is used for 
5 qualifying a person for the purchase of real prop-
6 erty". 

H-3916 FILED APRIL 19, 1985 RECEIVED FROM THE SENATE 
4 ~ ..<..-;- 0 ___,.-.I!. s-;:; ~.,-

CP8·i.6200 2/73 



l Sec::.:..c:; .~:·.--... , ~~---~··-~-ec:::;- , , c;:-;-::e ::J8S, is 

3 3. credit t..:.nio:-:, 

4 insurance co~pa~y, ~crtgag~ ba~k.:..ng cc~pany or savings and 

5 :oan associat~~n, .:..ndtJStrial loa~ coxpany, or like i~s~~t~t~on 

6 or any other person ~~o ~a~es ~o~tqage :oa~s and which 

7 operates or has a p~ace of o~siness ~n this state. "Fir:ancial 

8 instituticn'' does ~ot inc~~de ~n i~dividual who makes less 

9 than five rnor tgage l.oa_0_~ ___ ..9.. .. ..Y~_?._!_.:. 

10 Sec. 2. Sec:ion S35A.6, Code 1985, '-s a~tended to read as 

11 follows: 

12 535A.6 AGGRIEVED PARTY. 

13 Any person who has been aggrieved as a result of a 

14 violation of sectio~s 535A.l to 535A.8 535A.9 and 220.6, ---
15 subsection 4, may bring an action itt the district court of the 

16 county in which the violation occurred or in the county where 

17 the financial institution involved is located. 

18 Upon a 

19 violation 

20 court may 

21 Sec. 3. 

22 follows: 

finding that a financial institut1on has committed a 

of either section 535A.2, or 535A.4, or 535A.9 the 

award actual damages, court costs and attorney fees. 

Section 535A.7, Code 1985, is amended to read as 

23 535A.7 CRIMINAL PENALTY. 

24 Any person who knowingly engages in a practice which 

25 violates the provisions of section 535A.2~ o~ 535A.4 or 535A.9 

26 is guilty of a serious misdemeanor. 

27 Sec. 4. NEW SECTION. 535A.9 TYING ARRANGEMENTS 

28 PROHIBITED. 

29 1. A financial insti:~~io~ which makes or offers to make 

30 real estate mortgage loans shall ~ot: 

31 a. Grant or offer to g~ant a loan on the pr1or condition, 

32 that the bo:rower ~s req~ired to contract with any specific 

33 person or organization for e1ther of the following: 

34 (1) Services o: a real e~tate agent or broker. 

35 (2) Insurance services as an agent, broker, or 
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b. Use confidential credit status information for 

solicitation purposes either directly or indirectly by an 

affiliate subsidiary. 

c. Attempt or permit a real estate or insurance subsidiary 

to attempt to create the impression in its advertising or in 

any communication that the customers of the subsidiary shall 

have priority access to the funds of the financial institution 

or are entitled to preferential interest ~ates or other terms. 

2. This section does not apply to the Iowa housing finance 

authority or a program operated pursuant to chapter 220. 
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Study Bill 255 SMAll BUS:NESS AND COMMERCE 
Small Bus:r.('Ss and Commerce: Swartz, Chair; Holvetk and Rensink. 

~ILE 5~{ 

Passed House, Date. ____________ __ 

Voce: Ayes. ________ _ Nays ___ _ 

~~OPOSED CO~~ITTEE ON 
SMALL BUSINESS &~D 
COMMERCE BILL) 

Passed Senate, Date ____________ __ 

Vote: Ayes. ________ __ Nays. ______ _ 
Approved ______________________________ ___ 

A BILL FOR 
1 An Act prohibiting certain practices by a financial insti-

2 tution which makes or offers to make a real estate 

3 mortgage loan requiring certain disclosures, and pro-

4 viding penalties. 

5 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. ________ H.F. 

1 Section 1. NEW SECTION. 535A.9 TYING ARRANGEMENTS 

2 PROHIBITED PENALTY. 

3 1. A financial institution which makes or offers to make 

4 real estate mortgage loans shall not: 

5 a. Grant or offer to grant a loan or a loan with 

6 preferential terms on the prior condition, agreement, or 

7 understanding that the borrower has or will contract with any 

8 specific person or organization for any of the following: 

9 (l) Services of a real estate agent or broker. 

10 (2) Real estate development or property management 

11 services. 

12 (3) Insurance services as an agent, broker, or 

13 underwriter. 

14 (4) Building materials or construction services. 

15 (5) Legal services rendered to the borrower. 

16 b. Use confidential credit information for solicitation 

17 purposes either directly or indirectly by an affiliate 

18 subsidiary. 

19 c. Advertise jointly with an affiliate real estate or 

20 insurance subsidiary. 

21 d. Attempt or permit a real estate or insurance subsidiary 

22 to attempt to create the impression in its advertising or in 

23 any communication that the customers of the subsidiary shall 

24 have priority access to the funds of the financial institution 

25 or are entitled to preferential interest rates or other terms. 

26 e. 

27 in the 

Engage in real estate brokerage or insurance brokerage 

same physical structure without separate office space 

28 that clearly identifies the subsidiary as being separate and 

29 distinct in its operation from the financial institution. 

30 2. If a financial institution makes or offers to make a 

31 real estate mortgage loan to a borrower arising out of a 

32 listing given or a sale made by a real estate licensee who is 

33 affiliated with the financial institution, the loan 

34 application shall prominently display the following notice: 

35 NOTICE 
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l 

2 

3 

4 

5 
6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

S.F. H.F • 

FREEDOM OF CHOICE OF LENDER 

"It is unlawful for a lender of mortgage funds to condition 

the granting of a mortgage loan, or any other financial 

service, upon the use by the borrower of a real estate 

licensee who is affiliated with the lender. You are free 
to obtain a mortgage loan on the property described in your 

application from a lender of your choice." 

3. If a financial institution which makes or offers to 

make a real estate mortgage loan has an ownership interest in 

the property on which financing is sought, the following 

disclosure shall be made: 

"The mortgage 

funds has 

loan provider to whom you have applied for 

percent ownership interest in the 

property you are purchasing." 

4. A financial institution which makes or offers to make a 

real estate mortgage loan shall provide equal access to credit 

for all qualified borrowers. 

18 5. This section may be enforced by filing an action in 

19 district court in any county in which the financial 

20 institution or an agent is located to recover damages incurred 

21 or obtain injunctive relief. The action may be commenced by 

22 any of the following: 

23 a. A borrower or prospective borrower. 

24 b. Any other person who as a result of a violation of this 

25 chapter is injured or will be injured including, but not 
26 limited to, another financial institution, or a person engaged 

27 in the selling of real estate, insurance, legal services, real 

28 estate development or management services, building materials, 

29 or construction services. 

30 c. The attorney general's office on behalf of a person 

31 included in either paragraph "a" or "b". 

32 6. A person having substantial control over an enterprise 

33 who knowingly and willfully engages in conduct prohibited in 

34 this section is guilty of a serious misdemeanor. 

35 Sec. 2. A financial institution which makes or offers to 
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S.F. H. F. 

1 make real estate mortgage loans and also engages in real 

2 estate brokerage or insurance brokerage in the same physical 

3 structure on the effective date of this Act shall have one 
4 year from the effective date of this Act to comply with 

5 section 535A.9, subsection 1, paragraph "e". 
6 EXPLANATION 

7 This bill prohibits a financial institution that makes or 

8 offers to make real estate mortgage loans from engaging in 

9 certain practices which either give preferential treatment or 

10 imply that preferential treatment may be given to a person who 

11 obtains services ancillary to the mortgage loan from specific 

12 persons. The bill also requires certain disclosure 

13 information. Violations are enforceable in district court for 
14 money damages and injunctive relief. A knowing and willful 

15 violation is a serious misdemeanor. 
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HOUSE FILE 531 

AN ACT 
PROHIBITING CERTAIN PRACTICES BY A PINANCrAL !NSTITUTION ~~ICH 

KA~ES OR OFfERS TO MAKE A REAL £STATE KORTGAGE UOAN, R~~UIR­

[NG CERTAIN D!SCLOSURES, AND MAKING PENAL7IES APPLICABLE. 

BE [T ENACTED BY THE GENERAL ASSF.I.tBLY OF THE STAT£ OF I<Yo'i'A: 

Section 1. Section 535A.l, subsection 3, Code L985, is 

a~ended to read as follows: 
3. nrinancial institution" me~ns any bank, credit union, 

insurance company, ~ortgaqe ban~ing company or savings and 

loan association, industrial loan company, or like institution 

or anY.....2!_h_!!..__E_e..!~£!!_~'29--~ake..!!...._tl!_q_rtg_~.9e loans <1;[.1_~ which 
operates or has a place of business in this state. :'Fif!_anc1al 

~-s-~li_ u t i ~~ <:'.?:~.? ___ n2. t inc 1 ude --~-~ nd i vi d~ ~ !. :.-·~9_£!.<!~~- .l.f!S s 

tn~f!.._fi.ve rn._ill~~!'i:!:an~.....:te~...!.!. 

• 
House File 531, p. 2 

Sec. 2. Section Sl5A.6, Code 1985, is amended to read as 

follO\<tS: 

SJSA.& AGGRIEVED Pf~TY. 

Any person who has be~n aggrieved as a result of a 
violation of sections SlSA.l to 535Ao8 ~~~1 and 220.6, 

subsection 4, may brlnq an action in the district court of the 
county in which the violation occurred or in the county where 

the financial insti.tution involved is located. 

Upon a finding that a financial institution has co~~itted a 

violation of either section SJSA.2, er SlSA.4, ~~J;A.9 the 

court may award ~ctual damages, court costs and attorney fees. 

Sec. 3. Section 53SA.7, Code 1985, is amended to read as 

follows: 

SJSA.7 CRIMINAL PEUALTY. 
Any person who knowingly engages in a practice which 

violates the provisions of section 53SA.2.!. or 535A.4 2!.-~.I~A.~ 
is guilty of a serious misdecr.ea.nor. 

Sec. 4. NEW SECTION. 535A.9 7YING ARRANGEHEN~S 

PROHIBI7ED. 
1. A financial institution wh1ch makes or offers to make 

real estate mortgaqe loans shall not1 
a. Grant or offer to grant a loan on the prior condition, 

that the borrower is required to contract with any specific 

person or organization eor either of the followinq: 
(l) Services of a real e~tate agent or broker. 
(2) Insurance services as an agent, broker, or 

underwriter. 
b. Use confidential credit status information tndt lS used 

for qualifying a person !or the purchdse of real property !or 

solicitation purposes either directly or indirectly by an 

affili~te subsidiary. 
c. Attempt or permit a real estate or ins1Jrance subsidiary 

to attempt to create the i~pression in its a.dvertising or in 

any cOtt'JIIunication th.at the custo~ers of the sub~idi.Hy s,hdll 
nave priority access to the funds of the financidl institution 

or are entitled to pr~Ccr~r.tial interest rates or otncr terms. 

J: 
:n 
U1 
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2. This section does not apply to the Iowa housing finance 

authority or a program operated pursuant to chapter 220. 

DONALD D. AVENSON 

Speaker of the House 

ROBERT T. ANDERSON 

President of the Senate 

I hereby certify that this bill originated in the House and 

1s known as House File 531, Seventy-first General Assembly. 

JOSEPH O'HERN 

Chief Clerk of the House 
, 1985 

TERRY E. BRANSTAD 

Governor 


