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Place On Calendar HOUSE FILE S 45 6

BY COMMITTEE ON SMALL BUSINESS
AND COMMERCE

(Formerly House Study Bill 48)

rassed House, Date 4_ g;(-?.,‘;gs‘)l’assed Senare, Date ’1‘- /6—?5'

4
Votc: Ayes 53 Nays /& Vote: Aves 27 Nays &
Approved ZM !5' 2 O L i g < -

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
4 dollars, permitting a licensee to sell property 1nsurance
5 to borrowers on property owned by the borrowers, modi-
) fying the penalty if a licensee charges excessive interest
7 or other charges, and repealing a requirement that an
8 applicant for a loan shall report other installment loans
9 that the applicant may have.

10 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 533A.2, subsection 1, paragraph b, Code
1985, is amended to read as follows:

b. Banks, savings and loan associations, insurance
companies and similar fiduciaries, ehattel regulated loan
companies licensed under chapter 536 and industrial loan
companies licensed under chapter 536A, as-duty-iicensed-in
fowa-by—-taw7 authorized and admitted to transact business in
this state and performing credit and financial adjusting in
the regular course of their principal business, or while
performing an escrow function.

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

536.1 TITLE —- LICENSE ANRB-RIGHPS-THEREUNDER----PACE-TO-
PAEE-SObIE€TIPATEION REQUIRED,

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

2. With respect to a loan other than a consumer loan, ne a
persony-ecepartnershipy-assectationy-or-corperatron shall not
engage in the business of making loans of money, credit,
goods, or things in action in the amount or of the value of

two twenty-five thousand dollars or less and charge, contract

for, or receive on any—such the loan a greater rate of

interest or consideration therefer 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-calted
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 twoe twenty-five thousand

dollars or less and charge, contract for, or receive on any
sueh the loan a greater rate of interest or consideration
therefor for the loan than the lender would be permitted by
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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 lcan" 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:

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 of the smat: regulated loan division of the
department of banking, and the proportionate share of
administrative expenses in the operation of the department of
banking attributable to the smat* 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 -- ADDITIONAL RESTRICTIONS.

1. Zt-shaii-be-the-duty-ef-the The state banking boards
hereinafter-catted-the-boardy;-and-it-shali-have-powers;
Jurrsdtetiony-and-authorityy-from-time-to-time-to may
investigate the conditions and find the facts with reference
to the business of making smatt regulated loans, as described
in section 536.l17-heretnafter-referred-to-as-smatt-teans; and
after making sueh the investigation, report in writing their

its findings to the next regular session of the general
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assembly, and upon the basis of sueh the facts:
a. %Yo-etassify-smaitt Classify requlated 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 chaptery-and.

b. fo-determine Determine and fix by a reguiatien-such
rule the maximum rate of interest or charges upon each such
class of smaii 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 witheut-the-security-or
financtai-respensibiiity-usuatty-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 from-time-teo-timej;-commencing-Mareh-1+
39357 redetermine and refix by a-reguiatien rule, in
accordance with subsection 1 abeve, 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-regutatiens., All rules which the board may

make respecting rates of interest or charges shall £ix-and
centatn 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.

3. Before fixing any classification of smatt requlated
loans or any maximum rate of interest or charges, or changing
any-steh 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 thereon and to introduce
evidence with respect therete to the change or classification.
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4. Beginning July 4, 1965, and until such time as a

different rate i1s fixed by the beoard, the maximum rate of

i
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interest or charges upon sveh the class or classes cf ex
regulated loans shaxi-be 1s three percent per month on any
part of the unpaid principal balance of the lcan 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 en any part of the unpaid principal balance
of the lecan in excess of three hundred dollars, but not
exceeding seven hundred dollars, and one percent per month ¢n
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

arny sum of money not exceeding twe twenty-five thousand
dollars in amount and may charge, contract for, and receive

theresn 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-proviatrens-of-the-preceding-subsectron-4,

€. Pne-forrewing-proviston-shaii-appty-to-ati-zoens
tnetuding-consumer-ioans-made-by-a-itcensee-hereunders If any

interest or charge on & loan regulated by this chapter in

excess of those permitted by this chapter are is charged,

contracted for, or received, the contract of lcan shati-be is

vcid as to interest and charges and the licensee shuati-have

has no right to collect or receive any prineipal; interest or
charges whatsocever.
The provisrons-of-the Iowa consumer credit code shgaii

appty, chapter 537, applies to a consumer loan in which the

licensee participates or engages, and eny a violation of the
Iowa consumer credit code shaii-be is a violation of th:s
chapter.

Article 2, parts 3, 5 and 6 of chapter 537, and article 3
cf chapter 537, sections 537.3203, 537.3206, 537.3209,

__4_



o =~ G B ke

~

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

S.F. _HF. S5 5b

$37.3304, 537.3305 and 537.3306 shaitt apply to any credit
transaction, as defined in secticn 537.1301 1ia which a
licensee participates or engages, and any viclation cf these
parts or sections ahaiti-be is a viclation of this
For the purpose of applying ®=he-provisionru-of the Iowa
consumer credit code to those credit transactions, "consumer
loan" shati-ineiude includes a loan for a business purpose.

A provision of the Iowa conasumer credit code applicable to

loans regulated by this chapter shaii-swnpersede supersedes a

conflicting provision cf this chapter. However, section

536.30 is not superseded by the Icwa consumer credit code.

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

536.15 USURY -- LIMITATION ON PRINCIPAIL LOAN.

No A licensee shall not directly or indirectly charge,
contract for, or receive any interest or ccnsideration greater
than the lender would he permitted by law to charge if the
lender were not a licensee hereunder upon the loan, use, Of
forbearance of money, goods, or things in action, or upon the
loan, use, or saie of credit, of the amount or value of more
than two twenty-five thousand dollars. @Phe-foregoing
prohibrtien-shat: This section also appiy applies to anmy a
licensee who permits anmy a personys as borrower or as endorser,
guarantor, or surety for anmy & borrower, or otherwise, to owe
directly or contingently or both to the licensee at any time
the sum of more than &woe twenty-five thousand dollars for
principal.

Sec. 6. Section 536.26, unnunbpered paragraph 1, Code 1585,
is amencded to read as follows:

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 insuranrce, or any of them, may be written by a

licensed insurance agent upon or in connection with any loan

_5_
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for a2 term nct extending beyond the final maturity date of the
loan contract but onliy upon one obligor on any one loan
contract.

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

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

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 bhanking.
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 arisirg out of the ownership or use of property owned
by the borrower, subject to the requirements of 537.2501.

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. Buslnesses 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 lcan assoctia-
tions, savings and lcoan associations, insurance companies,
regulated locan 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.

_6_




X~ N s W N

11
12
13

EXPLANATION

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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PAGE SIX, APRIL 1, 1885 HOUSE CLIP SHEET

HOUSE FILE 556
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Amend House File 556 as follows:

l. Page 3, line 17, by striking the word "The"
and inserting the following: “Phe. Except as provided
in subsection 7, the".

2. Page 4, line 28, by inserting after the word
"whatsocever." the following: "In addition, the
licensee shall forfeit eight percent of the remaining
balance of the princilpal that 1s unpaid at the time
the judgment i1s rendered. The amount forfeited shall
be deposited in the school fund of the county in which
the action 1is brought,"

3. Page 4, line 20, by inserting after the number
"4" the following: "or pursuant to subsection 7 for
those amounts in excess of five thousand dollars”,.

4. Page 4, by inserting after line 28 the
following:

"7. The board may establish the maximum rate of
interest as permitted under thls chapter for those
loans whose principal is five thousand dollars or
less. For those loans whose principal is over five
thousand dollars, the interest rate ceiling
established under chapter 535, 537, or any other
applicable chapter shall apply.”

5. Page 5, by striking lines 10 and 11 and
inserting the following: "conflicting provision of
this chapter.”

6. Page 5, by inserting after line 27 the
following:

"Sec. . Section 536.25, Code 1985, is amended
to read as follows:

536.25 STATEMENT OF OTHER LOANS BY BORROWER.

Bvery A licensee when making a loan hereunder under
this chapter shall require a statement in writing from
each applicant setting forth a description of all
installment indebtedness of sueh the applicant by
giving the amount of each suweh loan and the name of
the lender. The applicant may orally disclose the
information and the licensee shall write down the
information, and the applicant shall subsequently sign
the statement."”

7. Page 6, by striking line 16 and ilnserting the
following: "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."

8. Page 6, by striking line 35.

9. Renumber as necessary.
BY HOLVECX of Polk

H-3559 FILED MARCH 29, 1985 VAN CAMP of Scott
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Amend House File 556 as follows:
1. Page 3, line 17, by striking the word "The"

and inserting the following: “Phe Except as provided
in subsection 7, the".

WM oLy —
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2 Page 4, line 20, by inserting after the number

-

"4" the following: “or pursuant to subsection 7 for
those amounts in excess of ten rhousand dollars”. . 1‘
3. Page 4, line 28, by inserting after the word

"whatscever." the following: "In addition, the
licensee shall forfeit the right to collect the lesser
of two thousand dollars of principal of the loan or
the total amount of the principal of the loan.”

4. Page 4, by 1lnserting after line 28 the
following:

“7. The board may establish the maximum rate of
interest or charges as permitted under this chapter
for those loans whose unpaid principal balance is ten
thousand dollars or less. For those loans whose
unpaid principal balance is over ten thousand dollars,
the maximum rate of interest or charges which a
licensee may charge shall be the greater of the rate
permitted by chapter 535 or the rate authorized for
supervised financial organizations by chapter 537."

5. Page 6, by striking lines 13 through 16 and
inserting the following:

“"A licensee may sell the borrower insurance against
loss 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. 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
lnsurance is to be obtained."

3525 FILLD MARCH 28, 1985 BY SKOW of Guthrie
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PAGE THIRTY-TWO, APRIL 2, 1985 HOUSE CLIP SHLET

HOUSE FILE 596

H-3574
1 Amend House File 556 as follows:
2 1. Title page, line 3, by striking the word
3 "“twenty-five" and inserting the word “ten".
4 2. Title page, line 7/, by striking the word
5 "repealing” and inserting the word "modifying”.
H-3574 FILED APRIL 1, 1985 3y SKOW of Guthrie
ADE)_P_'.I‘ED BY UNANIMOUS CONSENT
Qf.qfi)
4ouseE FILE 556
H- 3566
1 amend amendment H-3525 to House File 556 as
2 follows:
3 1. Page 1, line 34, by striking the words
4 "insurance and" and inserting the following:
5 "insurance,”.
6 2. Page 1, line 36, by inserting after the word
7 "obtained" the following: “and stating that the
8 insurance is not required as a condition of obtaining
$ the loan”.
H-13566 FILED APRIL 1, 1985 BY SWARTZ of Marshall
ADQPTED, THEN PLAGED OUT OF ORDER
(*,/230 Cf 2337
v
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HOUSE FILE 556
Amend armendment H-3525 to House File 556 as

i, iine 7, by striking the word "ten" and
he following: "five"

Page 1, by striking lines 13 through 23 and
inserting the following:

" . Page 4, by inserting after line 28 the
following:

"7. The board may establish the maximum rate of
interest as permitted under tiis chapter for those
icans wnose principal 1s five LhOLsand dollars or
less. TFor those lcans whose principal is over five
thousand dollars, the interest rate ceiling
establiished under chapter 535, 537, or anz_other
applicable chapcter shali apply.""

3. Page 1, by inserting after line 23 the
following-

. Page 5, by striking lines 10 and 11 and
inserting the following: "conflicting provision of
this chaptez."

4, Page 1, by inserting after line 23 the
foilowing:

" __ . Page 5, by inserting after line 27 the
following:

"Sac. . Section 536.25, Code 1985, 1s amended
to read as follows:

536.2% STATEMENT QF COTHER LCANS BY BCORROWER.

Every A licensee when making a loan hereander under
this chapter shall require a statement in writing from
each applicant seteing forth a description of all
installment indebtedness of such the applicant by
giving the amount of each such loan and the name of
the lender. The applicant mey orally disclose the
information and the licensee shall write down the
information, and the applicant shall subsequently sign
the statement.""

S. Page 1, by striking lines 24 through 36 and
inserting the followiang:

" - Page 6, by strixing line 16 and inserting
the following: “"by the borrower, When the
transaction is a consumer credit transaction as
defined in section 537.1301 the sale of property
insurance is subiect Lo the requirements cof sections
537.2501 &na 537.2%1C and the rules adopted under
those sections oy the administrator of the Iowa
consumer credit code.™"

6. ©Page i, by inserting after line 36 the
fOllOwiﬁg

e &, by striking line 35."
ber 23 necessary.
BY 'OLVECK of Polk

. a9
7. Renumi

H—-3572 FILED APRTL 1, 1985 VAN CAMP of Scott
DIVISION A - LGS3T. DIVISIONS 8B ARD C© ADOPTEDQ?*M33)




& HOUSE FILE & 45 &6

BY COMMITTEE ON SMALL BUSINESS
AND COMMERCE

(As Amended and Passed by the House April 1, 1985)
f L ﬁ-‘ 55 SEy A F-F9T

Kz Passed House, Date . _ g7 (5 /92¢) Passed Senate, Date kg X p il o T)
K foam

Vote: Ayes 2 Nays /32 Vote: Ayes_ «7 Nays__ o
Approved W&}L Lo [7Es”
#

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
i 3 regulated loan from two thousand to ten thousand dollars,
4 permitting a licensee to sell property insurance
5 to borrowers on property owned by the borrowers, modi-
6 fying the penalty if a licensee charges excessive interest
@ 7 or other charges, and modifying a requirement that an
= 8 applicant for a loan shall report other installment loans
9 that the applicant may have.
10 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
5-3673 HOUSE FILE 556
1 Amend House rile 556 as amended, passed, and
2 reprinted by the House as follows:
3 l, Title page, line 3, by striking the word "ten"
4 and inserting the following: “twenty-five".
§~3673 Filed April 9,1985 By GRONSTAL

é‘("-’% ‘Zv‘/’& it (}» 140§ )
SENATE AMENDMENT TO HOUSE FILE 556
H-3893
1 Amend House File 556 as amended, passed, and

4 2 reprinted by the House as follows: .
3 1. Title page, line 3, by striking the word "ten'

4 and inserting the following: "twenty—-five™.

H-3893 FILED APRIL 18, 1985 RECEIVED FROM THE SENATE
Z/o-:,-f_.d AP A n D 9‘/26./?5"((} fFag )

CPB-16200 2/73




Section 1. Section 333A.2, subsecticon 1, paragraph b, Cocde .
1985, 1s amended to read as fcllcws: '

b. Banks, savings and ilcan assccilations, insurance
companies and similar fiduciaries, chatter regulated loan
companies licensed under chapter 536 and industrial loan
companies licensed under chapter 536A, as-duly-ltiecensed-in
fowa-by-iaw; authorized and admitted to transact business in
this state and performing credit and financial adjusting in
the regular course of their principal business, or while
performing an escrow function.

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

536,1 TITLE -- LICENSE ANB-RIGHPS-FHEREUMBER----TAEE-P8-
FPAEE-SBLICIPAPION REQUIRED.

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

Loan Act".

2. With respect to a loan other than a consumer loan, no a
persony-cepartnershipr-assoctatieny-or-corpoeratton shall not
engage in the business of making loans of money, c¢redit, .
goods, or things in action in the amount or of the value of

twoe twenty-five thousand dollars or less and charge, c¢ontract

for, or receive on any-suwen the loan a greater rate of
interest or consideration therefer for the locan than the
lender would be permitted by law to charge if the lender were

not a licensee hereumdes under this chapter except as

authorized by this chapter and without first obtaining a
license from the superintendent of bankingy-hereimefier-eatied
the-suyperrntendent.

3. With respect to a ccensumer loan, & person required by
section 537.2301 to have a license shall not engage in the
pusiness of making loans of money, credit, goods or things in
action in the amount or valuve of twe twenty-five thousand

dollars or less and charge, contract for, or receive on any
sueh the loan a greater rate of interest or consideration

therefor for the Ican than the lender would be perminted by




law to charge 1f the lender were not a licensee hereéunnder

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 Zor anrd receive the
rate of interest permitted in this chapter fcr licensees

mereunder under this chapter. A "consumer lcan" ahati-be

means the same as defined in section 5$37.1301.
Sec. 3. Section 536.10, unnumbered paragraph 3, Code 1985,

is 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 of the smait requlated loan division of the
department of banking, and the proportionate share of
administrative expenses in the operation of the department of
banking attributable to the sma: fegulated loan division as
determined by the superintendent of banking. Suehl The fee
shall apply equally to all licenses and shall not be changed
more freguently 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 §36.13, Code 1985, 1s amended to read as
follows:

536.13 DBANKING BOARD -- REPORT ~- ADDITIONAL RESTRICTIONS.

1. tt-shali-be-the-duty-of-the The state banking boards
herernadtrer~catied-the-beardr-and-it-ahati-nave-pewery
turtsdictions-ané-auvthorttyr-from-time~-te-cime-to may
investigate the conditions and find the facts with reference
to the business of making smett regulated loans, as described
in section 536.1l7-nereinafter-referred-to-as-amaii-toanas and
after making suen the inavestigation, report in writing there

s

it

findings to the next regular session of the general
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regulation accerding to ®uen a sSyst ntiation as

7

e
cirasses of loans

which will reasonably distinguish ax
for the purposes cf this chapter;-a

b. 9Po-decermine Determine and fix by a reguiatien-such
rule the maximum rate cf interest or charges upon each gsueén
class of smatt requiated loans &3 which will induce

efficlently managed ccmmercial capital to enter suen the

business in sufficient amounts to make availabie adequate
credit facilities tc individuals without-the-securroy-er
frmancigi-responsrbizity-usnatiy-reguired-by-banka. Suveh The
maximum rate of intérest or charge shall be stated by the
board as an annual percentage rate calculated according to the
actuarial method and applied tc the unpaid balances of the
amount financed.

2. Phe Except as provided in subsection 7, the beoard may

frem-time-ta-time;-commencing-Mareh-37-3935; redetermine and
refix by a-reguiation rule, in accordance with subsection 1
abeve, any maximum rate of interest or charges previously
fixed by it, but emep the changed maximum rates shall not
affect pre-existing loan contracts lawfully entered into
between any a licensee and any a bhorrowers-ati-reguiaerena,
All rules which the bcard mav make respecting rates of
interest or charges shall £ix-and-eontain state the effective

date theseaf of the rules, which shall not be earlier than

thirty days after notice to each licensee by malling suneén the
notice to each licensed place <f business.

3. Befcre fixing any classification of amait requlated
loans or any maximum rate of interest or charges, or changing
any-such. a classification cr rate under authority of this
section, the board shall give reasonable nctice of its
intention to consider doing so to ail licensees and a
reascnable cpportunlity to be heard saereen and to intrcduce

eree

evidence with respect tha s to the change or classification.
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4. Beginning July 4, 1963, and until such time as a
different rate is fixec¢ by the bcard, the maximum rate of
interest or charges upon sueh the class or cliasses of smazx
requlated loans shati-pe is three percent per month on any
part of the unpaid prirncipal balance of the loan not exceeding
one hundred flfty cdollars 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-hailf
percent per moath on any part of the unpaid principal balance
of the locan in excess of three hundred doliars, 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

rhereen 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-provisrons-of-the-preceding-subseceron-4 or pursuant to

subsecticn 7 for those amounts in excess of ten thousand

dollars.

6. Phe-feilswinc-previsien-shali-appiy-te-aii-isans
tncivding-consumer-toana-made-by-a-ticensee-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, cr received, the coniract of loan shati-be ig

veld as to interest and charges andé tne licensee skati-have

has no right to ccllect or receive any prinetpats interest or

charges wkatseever., In addition, tne licensee shall forfeit

the right to collect the lesser of two thousand dollars of

principal of the lcan or the tocral amount of the principal of

the loan.

7. Tne board may establish the maximum rate of interest cr

charges as perm:tted uynder tnis chapter for those loans whcese
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e is ten thousand dollars or less. For )
e ungald priancipal balance i1s over ten .-‘

the maximum rate of 1nterest ¢r c¢harges

which a licens2e may charge shaii: be the greater of the rate

permitted by chapter 535 or the rate authorized for supervised

financial organlzations by chapter 537.

The previsions-ef-the Iowa consumer credit code shati

eppty, chavter 537, applies to a consumer lcan in which the

licensee participates or engages, and any a violation of the
Iowa consumer credit code shaii-be (s a viclation of this
chapter.

Article 2, parts 2, 5 ard 6 of chapter 537, and article 3
of chapter 537, sections 537.3203, 537.3206, 537.3209,
537.3304, 537.330% and 537.3306 shatl 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 secticns snatri-be ig-a viclation of this chapter.
For the purpose of applying the-previsions-of the Iowa
consumer c¢redit code to those credit transactions, "consumer .‘
locan” sneii-inmetvde inciucdes a loan for a business purpcse.
A prevision of the Iowa consumer credit code applicable to

loans reguiated by this chapter shaii-sapersaede supersedes a

conflicting provision of this chapter.

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

536.15 USURY -- LIMITATION ON PRINCIPAL LOAN.

No A licensee shall nct directly or indirectly charge,
contract £or, or receive any interest or consideratcion greater
than the lender wculd be permirtted by law to charge if the
iender were not a licensee hereunder upon the lgzan, use, or
forbearance ¢f money, goods, or things in action, Or upon the .
izan, use, or sale of credit, of the amount cr value of more

n ewé twenty-five thousand doilars. Phe-faregoting

n-skat: This section aliso appty applies to any a
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ee Who DermicsS amy 3 Terson, as borrower ot as endcrser, .
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bDorrower, Or ctherwlse, 1o owe

guarantor, or surety £or any

a
directly or contingently ¢r beth to the licensee at any time
oLy

the sum of more than = five thcusand doilars for

4
4]

principal.

Sec. 6. Secticn 536.25, Code 1985, is amended to read as

follows:

536.25 STATEMENT OF OTHER LOANS BY BORROWER.

Every A licensee when making a 1oan hrereunder under this
y & g

chapter shall require a statement in writing from each

applicant setting forth a description of all inszaliment

indebtedness of swveh the applicant by giving the amount of

each suenr loan and the name of the lender. The applicant may

crally disclose the informarion ané the licensee shall write

down the information, and the applicant shall subseguentiy

sign the statement.

Sec. 7. Sectlon 536.26, unnumbered paragraph 1, Code 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 ary 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 ©r in connecticn with any loan
for a term not extending beyond the final maturity date cf the
loan contract but only upon cone obligor cn any one loan
contract.

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

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

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

fined in sec:ion 537.1301.
NEW SUBSECTICN. 5. "Superintendent" means the state su-

perintendent of banking.
Sec. 9. NEW SECTION. 536,30 INSURANCE RELATED TO PROP-

ERTY OF BCRROWER.
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A licensee may sell the berrower insurance against loss of .

or damage to property owned by the borrower or loss from lia-

o

bilirty arising cut of the ownership or use ¢f property owned '

by the borrower. When the transaction 1s a consumer credit

transacticn as defined in section 537.1301 the sale of
i REITNEEN

property insurance 18 subject to the reguirements of sections

537.250 and 537.2510 and the rules adopted under :those

sections by the administrator of the Iowa consumer credit

code.
Sec. :0. Section 536A.S, Code 1985, is amended by striking

-

the section and inserting in lieu therecf the following:
536A.5 EXEMPTIONS.
This chapter does nct apply to any of the folleocwing:

N O W N U s W)

(S
Lo

1. Businesses organized or operating as permitted under

d»

the authcrity of a law of this state or the United States re-

—

(324

lating to banks, trust companies, building and loan associa-

[ 2]

tiene, savings and loan associations, insurance companies, :
regulated loan companies organized under chapter 536, or .

credit unions.

LI o
LR« R s e e A, ]

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

[}
=

mortgages on real estate.

28]
oS

3. Licenced real estate brokers or salespersons.
4. A person engaged exclusively in the business of
urchasing commodity financing or commercial paper.
pap
5. A pawnbroker.
P
6. A perscn engaged in the mercantile business.

LS I S S S e
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7. Lecans made to a domestic or fereign corporation,
3£28
29
30 ,
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33
34
35
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Smalil Business and Commeree: Skow, Chair; Baxter and Kremer.

SMALL BUSINESS AND COMIVERCE

‘r’ C4

j 2 | A BILL FOR

An Act to provide thét chapter 536 of the Code be titled the "Iowa
Regulated Loan Act' and to increase the maximum regulated loan
that may be made under chapter 536 of the Code to $25,000 and to
allow for the sale of property insurance to borrowers on property
owned by the borrowers, and to modify the voiding provision
applicable to regulated loans and to repeal section 536.25 of the
Code dealing with statements of other loans by the borrower and
to make conforming amendments to sections 533A.2 and 536A.5 of
the Code to reflect the new title of chapter 536 of the Code.

BE 1T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. NEW SECTION. TITLE. This chapter may be referred to

as the "Iowa Regulated Loan Act,"”
Section 2. Section 536.1, Code 1985, is amended to read as follows:
536.1 LICENSE AND RIGHTS THEREUNDER-FACE-TO-FACE SOLICITATION.
With respect to a loan other than a consumer lcan, no person, co-
partnership, association, or corporation shall engage in the business

of making loans of money, credit, goods, or things in action in the

amount or of the value of tws twenty-five thousand dollars or less
and charge, contract for, or receive on any such loan a greater rate
of interest or consideration therefor than the lender would be per-
mitted by law to charge if he or she were not a licensee hereunder
except as authorized by this chapter and without first obtaining a
license from the superintendent of banking, hereinafter called the
superintendent, 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
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in the amount or value of twe twenty-five thousand dollars or less

and charge, contract for, or receive on any such loan a greater rate .
of interest or consideraﬁién therefﬁr than the lender would be per-
mitted by law to charge if he or she were not a licenseé hereunder,
except as authorized by this chapter and without first obtaining a
license from the superintendent. A person who enters into less
than ten supervised loans per year in this state and who neither has
an office physically located in the 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. A
"consumer loan'" shall be defined in section 537.1301.

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

Every 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 smal} regulated
loan division of the department of banking, and the proportionate
share of administrative expenses in the operation of the department
of banking attributable to the small regulated loan division as
determined by the superintendent of banking. Such 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.

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

536.13 BANKING BOARD-REPORT-ADDITIONAL RESTRICTIONS.

1. It shall be the duty of the state banking board, thereinafter
called the board, and it shall have power, jurisdiction, and authorit

from time to time to investigate the conditions and find the facts
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with reference to the business of making emall regulated loans, as
described in section 536.1, hereinafter referred to as smalil
regulated loans, and:aftef'making such investigation, report in
writing their findings to the next regular session of the general
assembly, and upon the basis of such facts:

a.‘ To classify small regulated loans by a regulation according to
such system of differentiation as will reasonably distinguish such
classes of loans for the purposes of this chapter, and

b. To determine and fix by a regulation such maximum rate of
interest or charges upon each such class of small regulated loans as
will induce efficiently managed commercial capital to enter such
business in sufficient amounts to make available adequate credit

facilities to individuals. witheut-the-gseeurity-er finaneial-

¥esponsibility-usualiy-required-by-bankse+ Such maximum rate of
interest or charge shall be stated by thé board as an annual per-
centage rate calculated according to the actuarial method and applied
to the unpaid balances of the amount financed.

2. The board may from time to time, commencing March 1, 1935, re-
determine and refix by a regulation in accordance with subsection 1
above, any maximum rate of interest or charges previously fixed by
it, but such changed maximum rates shall not affect preexisting loan
contracts lawfully entered into between any licensee and any borrower;
all regulations which the board may make respecting rates of interest
or charges shall fix and contain the effective date thereof, which
shall not be earlier than thirty days after notice to each licensee
by mailihg such notice to each licensed place of business.

3. Before fixing any classification of small regulated loans or

any maximum rate of interest or charges, or changing any such class-
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ification or rate under authority of this section, the board shall
give reasonable notiqe of its intention to consider doing so to all .
licensees and a reasdnable opportunity to be heard thereon and to
introduce evidence with respect thereto.

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 such class or classes of small regulated loans shall be 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,
7 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 prin-

c¢ipal balance of the loan in excess of seven hundred dollars. .
5. Every licensee hereunder may lend any sum of money not ex-

ceeding €we twenty-five thousand dollars in amount and may charge,

contract for, and receive thereon interest or charges at a rate not
exceeding the maximm rate of interest or charges determined and
fixed by the board under authority of this section or by the pro-
visions of the preceding subsection 4,

6. The following provision shall apply to all loans including
consumer loans made by a licensee hereunder: If any interest or
charge in excess of those permitted by this chapter are charged,
contracted for, or received, the contract of loan shall be void as

to interest and charges and the licensee shall have no right to

collect or receive any prineipalr interest or charges whatsoever.

. The provisions of the Iowa consumer credit code shall apply to a
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consumer loan in which the licensee participates or engages, and
any violatiSn of the Iowa ‘consumer credit code shall be a violation
of this chapter.

Article 2, parts 3, 5 and 6, and article 3, sections 537.3203,
537.3206, 537.3209, 537.3304, 537.3305 and 537.3306 shall apply to
any credit transaction, as defined in section 537.1301 in which a
licensee participates or engages, and any violation of those parts
or sections shall be a viclation of this chapter. For the purpose
of applying the provisions of the Iowa consumer credit code to those
credit transactions, ''consumer loan'" shall include a loan for a
business purpose.

A provision of the lowa consumer credit code applicable to loans
regulated by this chapter shall supersede a conflicting provision

of this chapter, except that section 536.27 shall not be superseded

by the Iowa consumer credit code.

Section 5. Section 536.15, Code 1985, is amended to read as
follows:

536.15 USUARY-LIMITATION ON PRINCIPAL LOAN. No licensee shall
directly or indirectly charge, contract for, or receive any interest
or consideration greater than the lender would be permitted by law
to charge if he or she were not a licensee hereunder upon 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 value of more

than €we twenty-five thousand dollars. The foregoing prohibition

shall also apply to any licensee who permits any person, as borrower
or an endorser, guarantor, or surety for any borrower, or otherwise,
to owe directly or contingently or both tc the licensee at any

time the sum of more than ewe twenty-five thousand dollars for




principal.

Section 6. Section $36.26, unnumbered paragraph 1, Code 1985, .
is amended to read as follows:

536.26 INSURED-LOANE LIFE AND ACCIDENT AND HEALTH INSURANCE ON

LDOANS. No licensee shall, directly or indirectly, sell or offer

for sale any life or accident and health insurance in connection

with any 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 beyond the
final maturity date of the loan contract but only upon one obligor
on any one loan contract.

Section 7. Chapter 536, Code 1985, is amended by adding after
section 536.26 the following new section:

NEW SECTION. 536.27 INSURANCE RELATED TO PROPERTY OF BORROWER. .

Insurance against loss of or damage to property owned by the
borrower or borrowers, of against liability arising out of the
ownership or use of property owned by the borrower or borrowers may
be sold to a borrower or borrowers.

Section 8. Section 533A.2, subsection 1, paragraph b, Code 1985,
is amended to read as follows:

b. Banks, savings and loan asscciations, insurance companies and
similar fiduciaries, ekattel regulated loan companies licensed under
chapter 536 and industrial loan companies licensed under chapter
536A, as duly licensed in Iowa by law, authorized and admitted to
transact business in this state and performing credit and financial
adjusting in the regular course of their principal business, or .

while performing an escrow function.
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Section 9. Section 536A.5, Code 1985, is amended to read as

follows:

536.5 EXEMPTIONS. The provisions of this chapter shall not apply
to businesses organized or operating as permitted under the authority
of any law of this state, or of the United States, relating to banks,
trust companies, building and loan associations, savings and loan
associations, insurance companies, small regulated loan companies
organized under the provisions of chapter 536, or credit unions;
nor shall the provisions of this chapter apply to persons, firms or
corporations that make no loans excepting on notes secured by first
mortgages on real estate, nor shall the provisions of this chapter
apply to licensed real estate brokers or salesmen, persons or
corporations engaged exclusively in the business of purchasing
commodity financing or commercial paper, pawnbrokers or persons
engaged in the mercantile business. The provisions of this chapter
shall not apply to loans made to any domestic or foreign corporation.

Section 10. Section 536.25, Code 1985, is repealed.

EXPLANATION

This bill provides that chapter 536 shall be known as the '"Iowa
Regulated Loan Act.'" This bill also increases the maximum
Tegulated loan that may be made under chapter 536 from $2,000 to
$25,000. This bill also specifically provides for the sale of
property insurance to borrowers on property owned by the borrower.
This bill also modifies the voiding provision applicable to
regulated loans and repeals section 536.25 of the Code dealing with
the furnishing of statements of other loans by the borrower. This
bill also makes conforming amendments to sections 533A.2 and 536A.5
of the Code to reflect the new title of chapter 536 of the Code.

This bill takes effect July 1 following its enactment.
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A ACT

AULATING TO CHATTEL LOARS 3Y FROVIDING A SHORT TITLE TO CHAP-
TER $36, IKRCREASING THE MAXIMUM SMOUNT OF A REGULATED LOAN
FROM THO THOUSAND TO TWENTY-FIVE THOUSAND DOLLARS, PERMIT-
TING A LICEZWSEE TO Sill. PROPERTY INSURANCE TO BORROWERS OX
PROPERTY OWNED BY THE BORROWERS, MODIFYING THEE PENALTY IF
A LICENSKE CHARGES EXCESSIVE IMTEREST OR CTHER CHARGES, AND
MODIFYING A REQUIREMENT THAT AN APPLICANT FOR A LOAN SHALL
REPORT O1PER I[NSTALLMENT LOARS THAT THZ APPLICANT MAY HAVE.

IT ERACTED BY THE GENERAL ASSEMBLY OF THE STATL OF I[QWA:

Section 1. Section $33JA.2, subsection 1, patagraph b, Code
1985, 1s amended to read as follows:

b. 8anks, savings and loan asseciations, 1nsurance
companies and similar fiduciacies, chartel reg
companiss licersed under chapter 536 and industrial lean
companies licensed under chapter 536A, ss-duly-iicersed-in
fawn-by-taw; authorized and admitted to transact business in
this state and perfoeming credit and financial adjusting in
the regalar coucse of their principal business. or while
peeforming an escrow functico.

gec. 2. Secticn 536.1, Code 1985, is arended to read as
follows:

%16.1 TITLE -- LICENSE AND-RIGHES PHEREYNPER- -~ -PACE-P6-
PAEE-SODEEFATEON REQUIRED.

1. This chaptec may De referced to 3s the “Iowa Regulated
Loan_Act”.

2. Witn respect to a loan other than a ¢orsumrer loan, no a

pecsony-coparsascshipy saanciaTisny-or eargscettan shatll oot
ergage in the busiress of making loans »of money. credit,
qoods, or tRings 1n action in the amcunt or of the value cf

*wo twenty five thausand dollars or .ess ard chacge, contract

House File %56, p. 2

for, or receive on amy-sach the lcan a greater rate of
interest or consideration tkerefer for the loan than the
lender would be permitted by law to charge if the lender were
not a licensee hereander urder this chapter except as
authorized by this chapter and without first obiaining a
license frem the superintendent of bankingz-hereinafeer-catied
the-superintendent.

3. With respect to a consumer toan, a person requited by
section 537.2301 to have a license shall not emgage in the
business of making loans of money, credit, gcads or things in
action in the arount ot value of two twenty-five thousand
dollars or less and charge, contract for, ot receive on any
sach the locan a greater rate of interest or consideration
thersfor for the loan tnan the lendet would be permitted by
law to chacrge if the lender were not a licensce heresundec
under_rthis chapter, except as authorized by this chaptes and
withcut first obtaining a license from the superintendent.

4. A person who enters into less than ten sugervised toans
per year in this state and who neither has an office
physically located in this state not engages 1n face-to-face
salicitation 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” shali-be

Section $36.10, unnumbered patagrapn 3}, Code 1985,
is amended to read as follews:

Byecy A licensee subject to examindtion, supervision anrd
regulation by the superictendent, shall pay to the
supecinterdent an exanination [e¢, based on the actual cost of
the operatien of the srait regulated loan éivis:cn 0f the
department of Tanking, and the propocticrate shars of
administrative expenses in She cperation of the department of
bankinrg dttripbutable to the smatt regulared lcan Jivision as
deseemined Dy the sunerinteaden: of banking. Sueh The fec

shall apply ecaally to all licenses ard shail noc be changed
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moce Eregquently then anraally and waen coanged, skall o
pffective on Jaenuary 1 of the yvear {ollowing the year L1 whien
she change s sppeoved.

Sec. 4. Sectiea 536.13, Code 198%, 1s arecded to cead as
follows:

536,13 AANKING BOARD -- RIFORT -- ADDITIONAL RESTRIJTIONS.

1. 3e-snati-be-the-duty-of -the 1he state ban'cing bcoard;
kerernafrer-catted-rne-nsardr-and-ri-anati-hare-powver,
qurisdicrien;-and-eutharikyy-feom bime-ta-time-to may
investigate the conditions and fird the factis with ceference

to the business of making amati regul

red loans, as described

ih section 536.1z-Rerernabrer veferred-to-as-smati-toans; and
after making sweh the investigation, report in writing thetr
ats faindings to the next reqular session of the gerecal
assenvly, and upon the basis of sueh tne facts:

a. To-ctasnity-smat: Classify reguiated loans by a
regulation according to saeh 4 systen of differentiation as
wnich w1.l reasonably distinguish sweh the classes of loans
tor the purposes of this chaptery-and,

b. ®Po-determine Determine and Eix by 4 reguistica-auch
zule the maximun rate of interest oc charges upon cach scehn
class of amat® regulated loans a3 which will induce
¢fticiently managed commeccial capital to enter auch the
wusiness in sufficient amounts to maxe available adequate
credit facilities to individuals withookh-the-sscurity-or
financiai-responaibiitty-usnatiy-requrrad-by-basks, Such The
maximun rate of interest or charqge shall be stated by the
beard s an annual percentage rate caiculated accosding to the
actuarial method and applied to the urpaid balances of the
amoune financed.

7. ¥he Excepr_as provided in subsectaicn 7, the board may

fram-tire-to-rime;-commencing ‘March-1,-1935; cedetermine and

refix by a-regutation tule, in accordance with subgestion 1
abere, any raxinum tate of lsterest cr Charges previdusly

Eixed 2y it, but snen Lhe changed raximuem tates shall nog

HYousze File 556, p. 4

affrct pre-existirg loan contracts lawfully entered .nto
between amy a licensee and any 4 poreowets-ati-regutations,
All cules which the btoard fay make respecting cates of
interest ot chacges shall frx-and-c¢onre:n siate the effective
date thereof of the rales, which shall not be earliec than
thicty days aftet notice to each licensee by railing swed the
notice to cach licersed place of business.

3. sefare fixing any classification of amat} tegulated
loans ©c any maximum cate of i1cteresc or chacges, or chanrging
ary-amen a classification or rate under authority of this
secticn, the board shall give reasonable notice of its
iatention to consider doing 50 to all ticense2s and a
reasonable oppcrtunity to te heard thereon and to intcoduce

4. Peginning July 4, 196%, and until such time as a4
diffecent rate is fixed by the bcard, the maximum cate of
interest or charges upon seen the ciass or classes of amait
requlated lcans shail-2e is three percent per month on any
part of the unpaid principal balunce of the loar not exceeding
one hundred Fifty dollars and two percent pec rmonth on any
pact of the loan in excess of one hundred Eifty dollars, but
not exceeding theee hundred dollacs, and one and one-half
percent per month con any part of the uneaid principal balance
of the loar in excess of theee hundred deollars, but not
exceeding seven hurdred doilars, and one percent per month on
any part of the unpaid principal balance of the loan in excess
of seven hundred dollacs.

5. Ewery A licersee mereander under this chapter may lend
any sur of rocey not exceeding twe twenty-five thousand
dollars in arount and may charge, contcact foc, ané receive
therenr on the loan interest or charges at a rate not
exceeding the maximum tate of intecest of charges detecmined
and fixed by the beard under duthocity of this section se-by
the-pravisiana-at-the-preceding-sabacctran-4 Ot bursvant 0
subsection 7 for those arounis in excess of ten thousand

doltacs.
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6. ?he-fo}lowing-provisinn-shaii-appiy-to-aii—&cana
incinding-censanrc-toans made-by-a-ticensen-hereundees 1€ any
interest or charge on 2 loan regulated by th
excess of those permitted by this chapter are 1S charqged,
contracted for, ot received, the contract of lcan spati-be is
void as ro interest and_charges and the licensve shatl-have
has no right %o collect or receive any primerpary interest ot

charges whatsoever. In_addixion, the licenser_shall forfeit

principal of xae lcan or the rotal amouat ef the principal of
the loan.

1._ The board may eatablish _the maximum rate © f_interest 07
¢harges as permitied under this_cnapter for those loans whese
unnaid princ:pal balance is ten thousand dollars ov less. Foc
those loans whose unpaid principal balarce s over ten
LhQUEQDG_QE\KiifL_LtenﬂﬁxsﬂEP.IEFE_PF.iPt€£?5E_2” charges
which 4 licensee may charge shall be the greater of the rate

535 or_the rate authorized for_gupervised
financial organiza tions_by chapter 537,

The pravistens-sf-the [owa consumec credit code ahatd
appty. chapter 537, _appliies to a consurer loan in which the
licensee participates ot engages, and any a violation of tae
lowa eonsumer credit code shaii-be is a violation of this
chapter.

Article 2, parts 3, 5 and 6 of _chapter 537, and atticle 3
of viapter 537, sections 537,320, 37,3206, 537.3209,
537.3304, S37.3305 and $37.3306 ahatl apply o any credit
t-ansaction, as defined ln secticn 317.i301 in which o
licensee participates or engages, and any violation ol rLhose
parts of sectiens ahati-be 15 a viclatien of this chaptes.

For the puiprse of applying the-ptsviatasns -of the lowa
consumer credit code te these credit tramsachiong, Uooengunes
loan™ skati-sactwude includes s lcan for a business DUTDRGE,

A provision of rhe lowa corns.netr cradit code apgiicahla E2
icans requlated by this chaprec akatt -aupessede superseles a

cantlicting provaisicn ol this Cchapdier.
9 :
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Sec. 5. Secticn 636.1%, Code 1985, is amerded o read
follows:

$36.15 USURY -- LIMITATION ON PRI™MCIPAL LOAN.

Ho 4 licensee shall not directly or inditectly chacge.
contract for, or rece:ve any interest or consideration greates
than the lerde:r would be permitted by law to chacrge if tne
tender were no® a licensee nerezndec upon the loan, use, ot
forbeacrance of money, goods, or things in action, or upon the
loan, use, or sale of credit, of the amount or value of more
than two twenty-five thousand dotlars. Ehe-foregsing
prohibirtron-shazi This secrion also appiy applies to ary 2
licensee who perOits any a pecson, as borrower ¢c as endorser,
guarantor, or surety €or anmy a borrcwer, Oor cthesrwise, to owe
directly ot contingentily or both to the licensee at any time
Lhe sum of mete than kwe twenty-five thousand dollars tor
peincipal.

gec. 6. Section $36.25, Code 198%, is arended to read as
Eollows:

516.25 STATEMENT OF OTHER TOANS BY QAORRCAER,

Bvery 5 licensee when making a loan nereunder undecr this
chapter shall require a statement in weiting frorm each
applicant setting forch a description of all inastalliment
indebtedness of mssch the applicant by g.ving the arount of
each sueh loan and the name of the lender. The applicact rmax
srally disclose the information and the licensee urali @rite
down the intormazion, and_the_applicant shatl subsegaently

s1gn_the statement.

Coc. 7. Section 536,26, uneumbered parageepn b, Code 1985,

is amended to read a5 [oliows:

No A licensee shall not, directly ar indirectly, sell cv
offer <ne sale any :ife, ot accident ard health insuzance 1
conaection with amy a loan rade uador this chaptec exceph as
and to the extent auther.zed by this sectian. Life, acc.dent
ard healrb insgrance, 97 any of them, may e weatten by A

Vicersed irsurance agent upon o0 in Conrection Witk any lean
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sar o3 wecm aor eateading teyond Lha firal matucity date of the 4. A pecsun engseged excauasively in the business of

Tean conttact out only upen one chliigor on o apy one loan purcnazing commedity financing ot commeccia. paper.

contract . 5. A pawnnrcker.

Sec, B, Secticn %36.28, Code 198%, i3 amended by addiog 6. A cecser engaged in the mecrcantlle bhusiness.
the foallowirg new subseciions: 7. Loans rade to a donest.c or foreilgr corporaticn,
NEW SUBSECTION. 3, "Boerd” means the state ban<ing beatd,

d. "Caasemee loan" means a Ican as de -
fired 1a secticn 337.1301.

DONALD I, AVENSON

S. "Superintendent” means the state su-

pecinzendent of banking. Speaker of the House

Sec. 9. NEW_SECTION. 536.30 TINSURANCE RELATID TO PROP-
ERTY (OF BORROWIR.

A licensee may sell the borrower insucance against loss of

RGBERT T. ANDERSON
President of the Senate

or damage to property owred by the berrower or loss frem lia-
bility arising out of the ownetship cr use of property owned
by the borrower. Wnen the tranzaction is a ¢onsumer credit

transaclion as defined in section 537.1301 the sale of I hereby certify that this bill originated in the House and
propecty insucrance 18 subject to the requirements of sections
537.2%01 and $37.2510 and the rules adopted undecr those
sections by the adninistratoc of the Iows consumer credit
code.

s known as House File %96, Seventy-fizst Cenecal Assembly.

Sec. 10. Section 536A.5, Code 1985, is amended by striking JOSEPH O HERY

the section and insecting in lieu theceof the following: Chief Clerx of the House

S36A.5 EXEMEBTICHS. App:oved??lﬂ 2 Q__, 1985
This chapter does not apply to any of the €ollowing:
1. BRusinesses organized cr operating as pecmitted under

the authority of a law of rthis state oc¢ the United Scatesn re-

TERRY E. BRANSTAD
tions, savings and lcan ASSGCLALLONS, LlOsurdance ccapanties, Covernor

lating to Tanks, trust corpanies, building and loan associa-

regqulated lcan cempanies organized under chapter 536, ot
credit unions.

2. Persons that make loans only on notes secured by ficst
nortgages on ceal estate.

3. Licensed real eszakte brokers or salesgersons,




