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A BILL FOR

1 An Act relating to including consumer rental purchase agreements
2 in the consumer credit code.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. NEW SECTION. 537.3601 SHORT TITLE. .
This part of article 3 may be known and may be cited as the

"Consumer Rental Purchase Agreement Act".

Sec. 2. NEW SECTION. 537.3602 PURPOSES -- RULES OF
CONSTRUCTION.

1. This part shall be liberally construed and applied to

promote its underlying purposes and policies.

2. The underlying purposes and policies of this part are
to:

a. Define, simplify, and clarify the law governing
consumer rental purchase agreements.

b. Provide cerzain disclcsures to consumers who enter into
consumer rental purcnase agreements, and further consumer
understanding of the terms of consumer rental purchase
agreements.

c. Protect conrsumers against unfair practices.

d. Permlt and encourage the development of fair and .
econcmically sound rental purchase practices.

€. Make the law on consumer rental purchase agreements,
including administrative ruies, more uniform among the various
uniform consumer Ccredit code jurisdictions.

3. A reference to a reguirement imposed by this part
includes a reference to a related rule of the administrator
adopted pursuant :o this chapter.

Sec. 3. NEW SZCTION. 537.3603 EXCLUSIONS.

This part does not appiy to, and an agreement which

complies with this part is not governed by, the provisions
regarding:

1. A consumer credit sale as defined in section $37.1301,
subsecticn 12.

2. A consumer lease as defined in section 537.1301,
subsection 13.

3. A ccnsumer lcan as defined in section 537.1301,
subsection 14.

4. A lease or agreement which constitutes a "credit sale" .

-1-




as defined in 12 C.F.R. § 226.2(al6), and the Truth In Lending
Act, 15 U.5.C. § 1602(qg), or an agreement which constitutes a
"sale of goods" under section 537.1301, subsection 35.

5. A lease which constitutes a consumer lease as defined
in 12 C.F.R. § 226.2{a6).

6. A lease or agreement which constitutes a security
interest as defined in section 5%54.1201, subsection 37.

Sec. 4. NEW SECTION. 537.3604 GENERAL DEFINITIONS.

As used in this part, unless otherwise required by the
context:

1. "Administrator"” means the administrator as designated
in section 537.6103.

2. "Advertisement" means a commercial message in any
medium, including signs, window displays, and price tags, that
promotes, directiy or indirectly, a consumer rental purchase
agreement.

3. "Cash price" means the price at which the lessor in the
ordinary course of business would offer to sell the personal
property to the lesgsee for cash on the date of the consumer
rental purchase agreement.

4, "Consummation" means the time at which the lessee
enters into a consumer rental purchase agreement.

5. “Lessee" means a natural person who rents personal
property under a consumer rental purchase agreement for
personal, family, or household use.

6. "Lessor" means a person who, in the ordinary course of
business, regularly leases, otffers to lease, or arranges for
the leasing of prooerty under a consumer rental purchase
agreement.

7. "Personal property" means any property thart is
property under the laws of this state when it is made
available for a consumer rental purchase agreement.

8. "Consumer rental purchase agreement” means an agreement

for the use of perscnai property in which all of the following

are applicable:
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a. The lessor is regularly engaged in the rental purchase
business.

b. The agreement is for an initial pericd of fcur months
or less, whether or nct there is any obligation beyond the
1nitial period, that s automatically renewable with each
payment and that permits the lessee to become the owner of the
property.

c. The lessee is a person other than an organization,

d. The lessee takes under the consumer rental purchase
agreement primarily for a personal, family, or household
purpose.

e. The amount payable under the consumer rental purchase
agreement does not exceed twenty-five thousand doilars.

Sec. 5. NEW SECTION. 537.3605 DISCLOSURES.

In a consumer rental purchase agreement, the lesscr shall

disclose the following items, as applicable:

1. The total of scheduled payments accompanied by an
explanation that this term means the "tctal dollar amourt of
lease payments you will have to make to acquire ownership".

2. By item, the total numoer, amounts, and timing of all
lease payments and other charges including taxes or cfficial
fees paid te or through the lessor which are necessa:zy to
acquire ownership of the property.

3. Any initial or advarce payment such as a delivery
charge, secucity depcsit, or trade-in allowance.

4. A statement that the lessee will not own the property
until the lessee nas made the total of payments necessary to
acquire ownership of the property.

5. A statemen: that the total of payments does not include
additicnal charges such as late payment charges, and a
separate listing and explanation of these charges as
applicabie.

6. If applilicable, a statement that the lessee is
responsible for the fair market value of the property if and

as of the time it is lost, stolen, damaged, or destroyed.

-3-
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7. A description of the goods or merchandise including
model rumbers as applicable and a statement indicating whether
the property 1s new or used. It :is not a violaticn of this
subsectlion to indicate that the property is used if 1t is
actually new.

8. A statement that at any time after the first pericdic
payment is made, the lesses may acquire ownership of the
property by tendering fifty-five percent of the difference
between the total of scheduled payments necessary to acguire
ownership and the total amount of lease payments paid ¢n the
account at that time. It is not a vigclaticn of this
subsection for the lessor and the lessee to agree in writing
to allow the lessee t0 acquire ownership of the property for
less than the amounts referred to in this subsection,

3. The cash price of the merchandise.

Sec. 6. NEW SECTION. 537.3606 FORM REQUIREMENTS.

1. The disclosure information reguired by secticn 537.:505

and thls section shall be disclosed in a consumer rental
purchase agreement, and shall meet the following requirements:
a. Be made clearly and conspicuously with items appearing
in logical order and segregated as appropriate for readability
and clarity.
b. Be made in writing.

.  Except as provided in subsection 2 or in rules acdopted
by the administrator, need not be contained in a singie
writing cr made in the order set forth in section 537.3605.

d. May be suppiementea by additional information or
explanations csupplied by the lessor, but none shall be stated,
cvsed or placed so as to misiead or confuse the lessee, or Lo
contradict, obscure, or detract attention frcm the information
required by sectien 537.3605, and so long as the additionai
information or explanations do not have the effect of
circumventing, evading, or unduly compiicating the information
requlred to be disclosed by section 537.3605.

2. The lessor shall disclose all information required by
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section 537.3605 before the consumer rental purchase agreement

is consummated. These disclosures shall be made on the face
of tne writing evidencing the consumer rental purchase
agreement.,

3. Before any payment 1s due, the lessor shail furnish the
lessee with an exact copy of each consumer rental purchase
agreement, which shall be signed by the lessee and which shall
evidence the lessee's agreement. If there is more than oue
lessee in a consumer rental purchase agreement, delivery of a
copy of the consumer rental purchase agreement to one of the
lessees constitutes compliance with this part; however, a
lessee not signing the agreement is not liable under it.

4. The administrator may adopt by rule reguirements for
the order, acknowledgement by initialing, and conspicuousness
of the disclosures set forth in secticn 537.3605. These rules
may aliow these disclosures tc be made in acccrdéance with
model forms prepared by the administrator.

5. The terms cf the consumer rental purchase agreement,
except as otherwise provided in this part, shall be set forth
in not less than eight-poin: standard type, or such similar
type as prescribed in rules adoptec by the administrator.

6. Every consumer rental purchase agreement shall contain
lmmediately above or adjacent to the place for the signature
of the lessee, a clear, conspicuous, printed or typewritten
norice In subs:tantilally the following language:

NOTICE TO LESSEEZ -- READ BEFORE SIGNING

a. DO NOT SIGN THIS BEFORE YOU READ THE ENTIRE AGREEMENT
INCLUDING ANY WRITING ON THE REVERSE SIDE, EVEN IF QOTHERWISE
ADVISED.

b. DO NOT SIGN THIS If IT CONTAINS ANY BLANK SPACES.

c. YOU ARE ENTITLED TO AN EXACT COPY OF ANY AGREEMENT YOU
SIGN.

d. YOU BAVE THE RIGHT TO EXERCISE ANY EARLY 3UY-OQUT OPTION
AS PROVIDED IN THIS AGREEMENT. EXERCISE OF THIS OPTION MAY
RESULT IN A REDUCTION OF YOUR TOTAL COST TO ACQUIRE OWNERSHIP




UNDER THIS AGREEMENT.

e. I YOU ELECT TO MAKE WEEXLY RATHER THAN MONTELY
PAYMENTS AND EXERCISE YOUR PURCHASE OPTION, VYOU MAY PAY
FOR THE LEASED PROPERTY.

[PNREEE S I

7. The notice described in subsection 6 shall be in
face, ten-point type.
Sec. 7. NEW SECTION. 937.3607 RECEIPTS.

The lessor shall furnish the lessee, without request,. an

oo~ Po AT 1 I <4

itemized written receipt for each payment in cash, or any

p—

other time the method of payment itself does not provida

[

evidence of payment.
Sec. 8. NEW SECTION. 537.36C8 ACQUIRING OWNERSHIP.

At any time after the firs: lease payment is made, :the

—

[

lessee may acquire ownership of the property by tendering

b=

fifty-five percent of the difference between the toral of

— b
Lo I B R R =

A

iease payments necessary to acquire ownership and tne total

amourt of lease payments macde. The lessor shall then provide

(o]

written evidence to the lessee that the lessee has acquired

—
o~

ownership of the property. It is not a violation of this

LS I
QO

secticn for the lesscr and the lessee to agree In writing Lo
allocw the lessee to acquire cwnership of the property £or iess
than the amounts referred to in this section.

Sec. 9. NEW SECTION. 537.3609 RENEGOTIATION.

1. A renegotiation occurs when an existing consumer rental

[ I . T N B o]
R VO S

purchase agreement 1s satisfied and replaced by a new oonsumer
rental purchase agreement undertaken by the same lessor and
lessee. A renegotiation is a new lease reguiring new
discliosures.

2. However, the following events are no: renegotiations:

L N T e S (S N v
L N s B R e . Yy

a. Tne addition or return of property in a multi-item

agreement or the substitution of the leased property, 1f in

elther case the lease payment is not changed by more than
twenty=-£five percent.

b. A deferral or extension of cne or more lease payments,

W W W W e
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or portions of a lease payment.
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c. A recductlicn in charges in the agreement.

d. A lease or agreement inveclved in a court proceeding.

Sec. 10. NEW SECTION. 537.3610 BALLOON PAYMENTS
PROHIBITED.

A lessee shall not be required, as a condition to acquliring

ownership, to make a payment that is more than twice the
amournt of a regular rental payment, or to pay lease payments
totaling more than the cost to acquire ownership as disclosed
pursuant to sectlcon 537.3605. This section does not apply to
payments made pursuant to section 537.3608, 537.3612, or
537.3619.

Sec. 11. NEW SECTICN. 537.3611 PRCOHIBITED CHARGES.

A lessor shali not make a charge for any of the following:

1. Any insurance whether in connecticn with the
transaction or otherwise, except that a charge may be made for
property insurance on the leased property if the cnarge is
clearly disclosed as optional and all other requirements of
section 537.2501, subsection 2, paragrapn "a", are me:.

2. A penalty Icor early termination of a consumer rental
purchase agreement or for the return of an item at any point,
except for those charges authorized by sections 537.3612 and
537.3613.

3. Payment by a cocsigner of the consumer rental purchase
agreement of any fezs or charges which could not be imposed
upon the lessee as part of the consumer rental purchase
agreenment.,

Sec. 12. NEW SECTION. 537.361i2 ADDITIONAL CHARGES.

i. In a consumer rental purchase agreement, the lessor may

contract for and receive an initial nonrefundable
administrative fee not to exceed ten dollars. If a security
deposit is required by the lessor, the amount and coenditions
under wnich it is returned must be disclosed with the
disclosures required by sections 537.3605 and 537.3606.

2. In a consumer rental purchase agreement, the lessor may

contract for and receive a delivery charge not to exceed ten
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dol:iars or, 1n the case ¢f a consumer ren:tal purchase
agreement covering more than five items, a delivery charge nct
to exceed twenty-five dolilars. A delivery charge may be
assesgsed only if the lessor accuallv delivers the items to the
lessee's dwelling and the delivery charge is disciosed with
the disclosures required by sections 537.3605 and 537.30005.
Trhe delivery charge may be assessed in lieu of and not in
addition to the initial administrative charge in subsecticn 1
of this section.

3. In a consumer rental purchase agreement, a iessor may
contract for and receive a charge for picking up payments trom
the lesseze if the lessor is required or regquested tc visiz the
lessee's dwelling to plck up a payment., In a consumer rencai
purchase agreement wi:tn payment or renewal dates which are
more freguent than monthly, this charge shall not be assessed
mcre than three times in any three-month period. Ia consumer
rental purchase agreements with payments or renewal cptions
which are at least monthly, this charge shall not be assessed
more than three times in any six-month pericd. A charge
assessed pursuant to this subsecticn snall not exceed seven
dollars. This charge 1s in lieu of any dellnguency charge
assessed for the apolicable payment period.

Ll o

4. In a consumer rental purchase agrzsement, the » e
may contract for late charges or dellnquency fees as Icllows:

U

S
W
a. For consumer rental purchase agreements with monthiy
renewal dates, a late charge not exceeding five dollars may
assessed on any payment not made within five business days

after either payment is due or the return of the property is

-
ot

re

.Q

Mlired.

5., For consumer rental purchase agreements with weekly Crf
biweekly trenewal dates, a late charge not exceeding three
collars may be assescsed on any payments not wmade within three
business days after either payment is due cr the return of the
property is required.

A late charge on a consumer rental purchase agreement may

-8~
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be coliected only cnce on any accrued payment, no matter how

long 1t remains unpaid. A& late charge may be collected at the

time 1t accrues or at any time thereafter. A late charge

shall not be assessed against a payment that 1s timely made,
even though an earlier late charge has not been paid in full.
Sec. 13. NEW SECTION. 537.3613 REINSTATMENT FEES.

A reilnstatement fee as provided for in section 537.3616

shall not equal mcre than the cutstanding palance of any
missed payments and delinguency charges on those missed
payments plus an additlonal reinstatement fee that shall not
exceed five dollars.

Sec. 14. NEW SECTION. ©37.3614 TAXES AND OFFICIAL FEES.

1. If the amcunt 1s separctely discleosed 1n the agreement,

the lessor may require the lessee to pay all applicabie state
and county sales, use, and personal propetty taxes levied as a
resuit of the execution of the consumer rental purchase
agreement, provided that the lessor pays the full amount of
these taxes toO the appropriate authorilties.

2. If the amocunt 1s separately disclosed in the agreement,
the lessor may contract for and recelve from the lessee an
amouint equal to aii official fees reguired =o be paid under
the consumer rentai purchase agreement provided that the
lessor pays the full amount of these fees to the appropriate
authorities,

Sec. 15. NEW SECTION. 537.3615 ADVERTISING.

1. An advertisement for a consumer rental purchase
agreement shall not state or imply that a specific item is
available at spec:ific amounts or terms unless the lessor
usualiy and customarily offers or will offer that item at
those amounts or terms,

2. If an advertisement for a consumer rental purchase
agreement refers toc or states the amount of any payment, Or
the right to acquire ownership, for a specifiec Item, the
agdvertisement must also ciearly and conspicuousiy state the

foilowing terms as appilicable:
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a. That the transaction advertised 1s a consumer rental

-

How b

purchase agreement.

b. The total of payments necessary to acquire ownersnio.
¢. That the lessee will not own the property until the
total amount necessary to acqulre ownership is paid in full or

by prepayment as provided for by law.
3. Notwithstanding the requirements of subsection i, :f
the advertisement is publisnhed by way of radio anncuncement or

on a roadsice billboard, the lessor need only make the

—
[l =T * e + I N B ) B W)

discliosures required by subsecticn 2, paragraphs "a" andé "c".

o]

4. Winh respect to any matters specifically governed by

[
o

the advertising provisions of the federa: Consumer Credit

Pl
ad

Protection Act, compliance with that Act satisfies the

—
oY

requirements of tnls section.

—
¥

5. This section dces not apply to the owner or personnel,
16 as such, of any medium in which an advertisement appears orf

. 17 tarough which it is disseminated.

i8 Sec, 6. NEW SECTION. 537.3616 L_ESSZE'S REINSTATEMENT
13 RIGHTS.
20 1. lessee who fails to make timely rental payments has

A
! the right to reinstate the original cconsumer rental purchase
22 agreement withou: losing any rights or options previously
23 acquired under the consumer rental purchase agreement 1f dcth
24 ¢f the following apply:
25 a. Subsequent to having failed to make a timely rertal
26 payment, the lessee has surrendered the property £Lc the
27 lessor, 1f and when requested by the lesscr.
28 b. Not more than sixty days has passed since the lessee
29 has returned the prcperty.
30 2. As a condition precedent to reinstatement of a consumer
31 rental purchase agreement, a lessor may charge the cutstanding
32 balance of any accrued payments and delinquency charges, a
33 reinstatement fee, and the delivery charges allowable by
| 34 section 537.3612, subsection 2, if redelivery of the item :is
. 35 necessary.

-10-




3. If reinstatement cccurs pursuant to this section, the .
iessor shall provide the lessee with the same item, if
available, leased by the lessee prior to reinscatement. If
the same item 1s not avallable, a substitute item of
comparaple worth, quality, and ccrndition may be used. If a
substiltute item is provided, the lessor shall provide the
lessee with all the informaticon required by section 537,3605.

Sec. 17. NEW SECTION. 537.3617 UNCONSCIONABILITY.

9 Unconscicnability in consumer rental purchase agreements is

0 ~J &N B o

10 governed by section 537.5108.
11 Sec. 18. NEW SECTION. 537.3618 DEFAULT.

12 An agreement ¢f the parties to a consumer rental purchase

13 agreement wich respect to default on the part of the lessee 1s

14 enforceable only tc the extent that one of the followling

15 apply:

16 1. The lessee both fails to renew an agreement and also

17 fails to return the rentecd property or make arrangements for .
18 its return as provided by the agreement.

19 2. The prospect of payment, performance, cr return of the
20 property is materially impaired due to a breach of the

21 consumer rental pur:hase agreement; tnhe burden of establishing

22 the prospect of maitorial impairment is on the lessor.

23 Sec. 19. NEW SECTION. 537.3619 CURE OF DorAULT.

24 1. in a consumer rental purchase agreemen:, after a lessee
25 has veen in default for three business days and nas not

26 voluntarily surrendered possession of the rented property, a
27 lessor may Give the lessee the notice provided in subsection 3
28 when the consumer has the right to cure a default., A lessor

29 gives the notice zo the lessee under this section when the

30 Zessor delivers notice to the lessee gr malis the notice teo
31 the last known address of the lessee.
32 2. PFor the purpose of this section, there is no right to

33 cure and no iimitaticn on the lessor's rights with respect :c¢
34 2 default that occurs within twelve months after an earlier .

35 defaulit as to which a lessor nas given a proper notice of tne

-11-
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lessee's right to cure.

3. The notice of right to cure must be in writing and
conspicuously state all of the feliowing:

a. The name, address, and telephone number of the lesscr
tc whom payment 1s to be made.

b. A brief identification of the transaction.

c. The lessee's right to cure the defauit.

d. The amount of payment and date by which payment must be

made to cure the default. A notice in substantially the

N

following form complies with this subsection:
THE NAME, ADDRESS, & TELEPHONE NUMBER Of THE LESSOR
ACCOUNT NUMBER, IF ANY
BRIEF IDENTIFICATION OF TRANSACTION

{ ) 1s the last date for payment, { ) 1s the

amount now due. You have failied to renew your rental purchase

agreement({s). If ycu pay tne amcunt ncw due (abcvej by the

last date for payment (above), you may continue with the

agreement as though ycu had renewed cn time. If you do not
pay by tha:t date, we may exercise our rights under the law.
If you are late again during the next twelve months of your
agreement, in elther returning the preperty cor renewing your
agreement, we may exercise our rights without sending you
another notice Like this one. If you have gquestions, you nay
write or telephone the lessor promptly.

4. With respect to a consumner rental purchase agreement,
except as provided in subsecticon 5, atfter a defauit consisting
of the lessee's fallure to renew and failure to return the
property, a iessor, because of that default, may not instigate
court action tc recover the rented property until five
pusiness days after the notice of the lessee's right to cure
is given. In the case c¢f an agreement with weekly or biweexly
renewai dates, such action shall not be taken until three
business days after the notice of the lessee's right to cure
ls given.

5. With respec: to defaults on the same consumer rencal

-2~
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purchase agreement and subject tc subsection 4, after a lessor .
has once given a proper notice cf the lessee's right to cure,
this section does not give the ccnsumer a richt to cure or
impose any additional limitations beyond those ctherwise
imposed by this part on the lessor's right to proceeé against
the lessee or the lessor's right to recover the property.

6. Until expiration of the minimum applicable pericds
centalned in subsection 4 after notice 1s given, ithe lessee
may cure all defaults consisting of failure to renew and
fallure to return the property by tendering the amount of ail
unpaid sums due at tne time of the tender plus any unpaid
dellnquency charges or other charges authorized by section
537.3616.

7. Thls section and the provisions on limitaticns of
agreements do not prohipit a jessee from voluntarily
surrendering possession of the rented property, ané the lessor
from enforcing any past due obligation which the lessee may .
have at any time after default. However, in an enforcement
proceeding, the lessor shall affirmatively pliead and prove
elther that the notice t¢ cure is not required or that the
lessor has given the reguired notice, but the failure to so
plead does not invalidate any action taken py the lessor that
1s lawful and if the lessor has rightfully repossessed aay
property the repossession 1s not conversion.

8. A repossession of rented property in viclation of this
section 1s wvoid.

Sec. 20. NEW SECTION. 537.3620 WILLFUL VIOLATIONS.

A person who wilifully and intentionally violates a

provision of this part is guilty of a serious misdemeanor.
Sec. 21. NEW SZCTION. 537.262. DAMAGES.

in case of a violat:icon of a provision of this part with
respect t£o a consumer rental purchase agreement, the lessee in
the agreement may recover from the perscon committing the
violation, cor may set off or counterclaim in an action by that .

person, actual damages, with a minimum recovery of three

_13.—




hundred dellars or twenty-five percent of the total cost to
acquire cwnership under the consumer rental purchase

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

costs.

Sec. 22. NEW SECTION. 537.3622 LFFPECT OF CORRECTION.
Nctwithstanding sections 537.3620 and 537.3621, a faillure
to comply with a provision of this part which 1s due to a bona
fide error may be corrected within thirty days after the dace

of execution of the consumer rental purchase agreement by the

O s YN e W

—

lessee. 1If sc corrected, neither the lessor nor any helder is

-

subject toc penaity under this section if, where appropriate, a

new written agreement and disclcosures are provided to the

[
W

lessee and any excess charges are refunded to the lessee.
Sec. 23. NEW SECTICN. 3537.3623 STATUTE OF LIMITATIONS.

[
=

[

Ar action shall not be brougat under this part more than

oV

[

two years after the occurrence of the alleged viclation.

Sec. 24. NEW SECTION. G537.3624 ENFORCZMENT.

L. Trne provisicns of this vt are subject to the powe:s
and functions of tne administ as provided 1n arnicle & ¢f
thig chapter and to the debt ection practices as preovidea
irn article 7 ¢f this chapter Yowever, section 537.6113,
subsection 2, does not apply -o violatlcocns of this part.

2., If a court finds In an action prought 2y the
administrator pursuant to secticn 337.6113 that it is proven
that a lessor has intentionally acted in bad faith in its
performance under this part, the lessor i35 subject to a civi:
penalty of nct less than cne hundred dollars ncr more than one
tihrousand dollars £or each violation. However, no mcre than
one penalty may be imposed In any one action against a lesscr

for repeated vioclations of the same provision. A civil

penalty pursuant to this subsectlion shall not be :Imposed fcr a

vicolation of this part occurring more than two years before
the acticn is brought, or for making unconscionabie agreements
or engaging in a course of fraudulent or unconscionable
conduct.
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Sec. 25. Sectizn 639.3, Code 1987, is amended by adding
the following rew sibsectlons:
NEW SUBSECTION. 13, That the defendant is about to

dispose of property belonging to the plaintiff.
NEW SUBSECTION. 14. That the defendant 1s about to

convert the pilaintiff's property or a part thereof :into money
for the purpose of placing it beyond the reach of the
plaintiff,

NEW SUBSECTION. 15. That the defendant is about to nove

permanently out of state, and refuses to return property
belonging to the plaintiff.

Sec. 26. Secticn 537.1301, subsection 8, Code 1987, 1s
amended to read as follows:

8. "Cash price" of goods, services, or an interest in land

means, except in the case of a consumer rental purchase

agreement, the price at which they are sold by the seller to
cash buyers in the ordinary course of business, and may
include the cash price of accessories or services reiated to
the sale, such as delivery, installation, alterations,
modificationsL and improvements, and taxes to the extent

impozed on a cash salie of the goods, services, or interest in

land.
Sec. 27. Section 537.1301, subsection li, Code 12987, is
amended to read as follows:

1., "Consumer credit transaction" means a consumer credilt
sale or consumer loan, or a refinancing or consolidaticn
thereof, or a consumer lease, or a consumer rental purchase

agreement.
Sec. 28. Section 537.1301, subsection 12, paragraph b,

Code 1987, is amended by adding the following new

subparagraph:
NEW SUBPARAGRAPH. (3) A consumer rental purchase
agreement as defined in section 537.3604.

Sec. 29. Section 537.1301, subsection 13, Code 1987, is

amenced by strixking the subsecticn and inserting in lieu

..‘._5_




thereof the following:
13. CONSUMER LEASE.
a. Lxcept as provided in paragraph "b", a consumer lezase

a lease of goods in which all of the following are

1
-

S
applicable:

(1) The lessor is reguiarly engaged in the business of
leasing.

(2) The lessee is a person other than an organizatiocn.

{3} The lessee takes under the lease primarily for a
perscnal, family, or household purpose.

(4) The amount payable under the lease does not excesd
twenty-five thousand dollars.

(5) The lease iz for a term exceedling four mconths.

b. A consumer lease does not include a consumer rental
purchase agreement as defined in section 537.3604.

Sec. 30. Section 537.130G1. subsecticn 14, paragraph b,
C>de 1987, is amended by adding the following new
subparaaraph:

NEN SUBPARAGRAPH. {4} A censumer rental purchase

agreement as defined 1n secticn 537.3604.

Sec. 31. Section 537.130:, subsection 19, paragraph b,
Code 1987, 1s amencec by adding the followlng new
subparagraph:

NEW SUBPARAGRAPH. (4) Lease payments for a cconsumer

rental purchase agreement, or charges specifically authorized
by this chapter for consumer rental purchase agreements.

Se¢. 32. Section 537.1301, subsection 28, unnumbered
paragraph 1, Cocde 1987, is amended to read as follows:

"Open-end credit” means an arrangemenc, other than a

consumer rental purchase agreement, pursuant to which ail ct

the following are appiicable:

Sec. 33. Section 537.1301, subsection 33, Code 1987, 1s
amended to read as follows:

33. A "precomputed cconsumer credit transaction" 1is a

consumer credit transaction, cother than a consumer lease or a

_16_
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censumer rental purchase agreement, in which the debt is a sum

a
cemprising the armount financed and the amcunt of tne finance
charge compuied in advance., A disclosure required by the
Truth in Lending Act does not in itself make a [inance charqge
or transaction precomputec.

Sec. 34. Section 537.1301, suabsection 3%, Code 1987, 1is

amended to read as I[oliows:

[$]

35. "Sale of goods" includes, but is not limitecd to, any
agreement in the form of a ballment or lease of gcods :f the
bailee or iessee pays or agrees to pay as compensation for use
a sum substantially eguivaient to or in excess of the
aggregate value of the goods involved and it is agreed that
the baillee or lessee will beccme, or for no other or a nominal
consideration kas the option to become, the owner of the goods

upon full compliance with the terms of the agreement. "Sale

of goods" does ncot include a consumer rental purchase
agreement,

Sec. 35. Section 537.2504, unnumbered paragraph i1, Code
1987, is amended to read as follows:

With respect tc a censumer credit transaction 1n whicn the
rate of finance charge required to be disclcsed in the
transaction pursuant to section 537.3201 does not exceed
eighteen percent per year, otner than a consumer lease Or a

consumer rental purchase agreement, the creditor may, by

agreement with the consumer, refinance the unpaid balance and
may contract for and receive a finance charge based on the
amount financed resulting from the refinancing at a rate not
exceeding that permitted by the provisions on finance charge
for consumer credit sales other than open end crecdit in
section 537.2201 if a consumer credit sale is refinanced, the
rovisions on finance charge for a consumer loan other than a
supervised loan in section 537.2401, subsection 1, or the
provisions on finance charge for a supervised loan not
pursuant to open end credit in section 537.2401, subsectien 2,

as appiicable, if a consumer iocan is refinanced. With respect

_17_.



to a consumer credit transaction in which the rate of finance
charge reguired to oe disclosed in the transaction to the
consumer pursuant to sectlion 537.3201 exceeds elghteen percent

per year, other than a ccnsumer lease or a consumer rentagl

purchase agreement, the creditor may by agreement with the
consumer, refinance the unpaild balance ané may coentract for
and receive a finance charge based on the amount financed
resulting from the refinancing at a rate of finance charge not
to exceed that which was required to be disclosed in the
original transaction to the consumer pursuant to section
537.3201. TFor the purpose of determining the finance charge
permitted, the amount financed resilting trom the refinancing
consists of:

Sec. 36. Seciion 537.250%, suwbsection L, Code 1987, ig
amended o read as follows:

1. In this section, "consumer crecit transaction” does

incivde a consumer lease or & consumer rental purchase

agreement.,
Sec. 37. Section 537.2506, subsection 1, Code 1987, 1is
amended to read as follows:

i. If the agreement witn respect to a consumer credit

transaction other than a consumer lease Or a consumer rental

purchase agreement contains covenants by the consumer Lo

perform certain dutles pertaining 2o insuring Cr preserving
coliateral and the creditor pursuant o the agreement pays Ior
performance of the duties on behalf of the consumer, the
creditor may add the amounts paid to the debt. Within a
reasconable time after advancing any sums, the creditor shail
state to the consumer in writing the amount of the sums
advanced, any charges with respect to tnis amount, and any
revised payment schedule and, 1f the duties of the consumer
performed by the creditor pertaln to insurance, a brief
description of the insurance paid for by the creditor
including the type and amount of coverages. No further

information need be given.
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Sec. 38. Secticn 537.2508, Code 1987, 1s amended to read
as follows:

537.2508 CONVERSION TO OPEN EZND CREDIT.

The parties may agree at or within ten days prior to the
time of conversicon to add the unpaid balance of a consumer
credit transaction, other than a consumer iease or a consumer

rental purchase agreement, nct made pursuant to open end

credit to the consumer's open end credit account with the
creditor. The unpaid balance so added 1s an amount equal to
the amount financed determined according to the provisions on
finance charge on refinancing under section 537.2504.

Sec. 39. Secticn 537.2509, Code 1987, 1s amended to read
as follows:

537.2509 RIGHT TO PREPAY.

Subject to the provisions cn prepayment and minimum charge
under section 537.2510, the consumer may prepay in full the
unpaid balance of a consumer credit transaction, other than a

consumer lease cr a consumer rental purchase agreement, at any

time,

Sec. 10. Section 537,2510, subsecticn 3, unnumbered
paragrapr 1, Code 1987, 1s amended to read as follows:

Upon prepayment, but nct otherwise, of a consumer credit
transaction whether c¢r not precomputed, other than a consumer

lease, a consumer rental purchase agreement, or erne a

transaction pursuant to open end credit:

Sec. 41. Section 537.3102, Code 1987, is amended to read
as fecilows:

537.3102 SCOPE,

Part 2 applies to disclosure with respect to consumer

credit transactions, other than consumer rental purchase

sale of an interest in land or a loan secured by an interesc
in land, without regard to the rate of finance charge, if the
sale or loan is otherwise a consumer credlt sale or consumer

loan. Parts 3 and 4 apply, respectively, tc disclosure,

..19_
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iimitations on agreenments and practices, and ilimitations on
consumer's liability with respect to certain consumer credit
transactions. Part S applies te home solicitation sales.
Part 6 appllies to consumer rental agreements.

Sec. 42. Section 537.3301, subsection 2, Ccde 1987, 1s

amended to reacd as follows:

2. With respect to a consumer lease, a _essor may not taxe
a security 1lnterest in property to secure the debt arising
from the lease. This subsection does not apply to a securicy
deposit for a consumer lease 0r a consumer rental purchase

agreement .
Sec. 43. Sectior 537.3308, subsecticn 2, Code 1887, i3

amended by adding the following new lehtrered paragreph.

NEW LETTERED PARAGRAPH. f. A consumer rental purchase

agreenment.
Sec. 44. Section 537.3310; subsection 1, Code 1587, is
amended to read as follows:

1. In a consumer credit transaction, other thnasn a consumer

rental purchase agreement, if performance by a creditor s Dy
delivery of goods, services, or both, in four or mors
instalilments, either on demand oL the consumer oOr by
prearranged scheduled performance, the consumer shati-have-the
rtght-te may cancel the obligation with respect to that part
which has nct been perfcrmed on tne date of cancellation.

Sec. 45. Section 537.5108, subsection 4, paragraph a, {ode
1987, is amended to read as follows:

a. Belief by the seller, lessor, or lender at the time a
transaction is entered into that there is no reasonable
probability of payment in full of the obligation by the

consumer or deptor. However, the rental renewals necessary

T
Q

acquire ownership in a consumer rental purchase agreement

shall nct be construed to be the obligaticn contemplated in

this subsectlon if the consumer may terminate the agreement

without penalty at any time. As used in this paragraph,

"obiigation” means the initial periocdic lease payments and any

_20..




of the transacticn.

Sec. 46. Secticn 537.5108, subsection 4, paragraph o, Code

Y S

1987, is amended tc read as foliows:
b. In the case of a consumer credit sale, or consumer

lease, or ceonsumer rental purchase agreement, knowledge by the

seller or ressor at the time of the sale or lease of the
inabillity of the consumer to receive substantial benefits from

the property or services sold or leased.

H
H O o~ o

Sec. 47. Section 537.5108, subsection 4, paragraph ¢, Code

[

1987, 1s amended to read as follows:

j o]
[y

c. In the case of a consumer credit sale, er ccnsumer

lease, or consumer rental purchase agreement, ross disparity
P g

between the price of the property or services sold or leased
and the value of the property or services measured by the
price at which similar property or services are readily
obtalnable in consumer credit transactions by lixe consumers.
Sec. 48. Section 537.5109, subsection 1, Code 1987, is

amended to read as follows:

13
14
15
16
17
18
19
20

1. Fallure to maxe a payment within ten days of the time

o
s

regquirec by agreement, Or in a consumer rental purchase

agreement, fallure to renew an agreement and failure to return

the rented property Or make arrangements for its return as

provided by the agreement.

Sec. 49. Section 537.5110, subsection 1, Ccde 1987,
amended to read as follows:

L. Notwithstanding any term or agreement to the contrary,
the obligation of a consumer in a consumer credit transaction

[ T SR o B N R S
W ol W N

is enforceable by a creditor only after compliiance with this

ar
o

section, except that in a consumer rental purchase agreement,

default is governed by section 537.3618.

Sec. 50. Section 537.5111, Code 1987, is amended by adding
the following new subsection:

NEW SUBSECTION. 5. This section dces not appiy to a .
consumer rental purchase agreement, which is governed by

wWowW W W
O

Lad
[Wal
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section 537.3618.
Sec. 51. Section 537.5201, paragrapn 1, Cocde 1987, 1s
amended to read as follcws:

1. The consumer, other than a lessee In a consumer rental

purchase agreement, has a cause of action to recover actual

damages and 1n addition a rignht 1n an action other than a
class action to recover f£rom the person violating this chapter

a penalty in an amount cdetermired by the ccurt, but not less

Li i)
tharn one hundred deollars nor more than one thousand doliars,
if a person has violated the provisions of this chapter
relating to:

Sec. 52. Section 537.5301, subsection 3, Code 1987, 15
amended t¢ read as follows:

3. A perscon, other than a iessor in a consuner renta:

purchase agreement, who willfully and knowingly ergages In
business of entering into coasumer credic transactions, or
caking ass.gnments of rights agalnstc consumers arlising
therefrom and undertaxing direct collecticn of payments or
enforcement of these ricghts, without complying with the
provisions of this chapter concerning notification under
section 537.6202 or payment of fees under section 537.6203, is
gquilty of a simple misdemeanor.

Sec. 53. Sections 1 through 24 oI this Act will be
codified as a new part 6 cf article 3 of chaptrer 537.

EXPLANATION

This bill amends the consumer credit code to cover

C
5

rental purchase (rent-to-own) agreements. A new part
added to the consumer credit code. Key definitions for
consumer rental purchase agreement part are provided. Lessors
are required to provide certaln disclosures in a consumer
rental purcnase agreement, including a schedule of payments
and an explanation of the total dollar amount required to
acguire ownership. Consumer rental purchase agreements are
required to adhere to certain form and procedure reguiremen:s,

including delivery of a conforming written contract to the

-22-
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lessor, Lessors 2re required tc provide written receipts for
each rental payment Minpimum terms for
acquisition of owrecsnip during the term of

provided. Reinstatement rights are provided. Charges, such

as late charges, are limited.
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Section 1. ' C 537.363% SECRT TITLE.

This part o ol may be known and may oe ciced as
"Consurmer Rental Beol Agreement
Sec. 2. NEW 537.3602 : RUZES OF

CONSTRUCTION.

£
1

. This part shall pe liberally
rcmote 1ts underliying purposes and
underlying purposes and policie

a, Define, simplify, and clarify the law governing
censumer rental purchase agreements.

p. Provide certain disclcsures to censunmers who enter
censuner rental purchase agreements, and further consumer
understanding of the terms of consumer rental purchase
agreements.

c. Protect consumers against unfair practices.

d. Permit and encourage the develcpnment of Za:
econcmically sound rental purchase practices.

e. Make the law cn consumer rental purchase agreements,
including adminiscrative rules, more unifcerm amang the various
uniform consumer credit ccde juriscdictions.,

3. A refierence tCc a reguirement impcsed DV thlis vart
incliudes a reference to a related rule cf the administrator
adopted pursuant to this chapter.

Sec. 3. NEW SECTION. 537.3603 EXCLUSICNS.

This part does not apply to, and an agreement which
complies with this part is not governed by, the provisions

regarding: .

1. A consumer crecdit’

sale as defined in secticn 537.1302,

subseccion 12.

2. A consumer lease as deéinééiin section 537.130-,
subsecticn 13.

3. A consumer lcan as defined in section 537.1301,
supsection L4.

4. A lease or agreement which constitutes a
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organlzaticn.

rental purchass
ncuseheld
The amcunt pavabie under the consumer rent3al purchase
agreement dees nct exceed twenty-five thcousand dollars.
Sec. 5. NEW SECTION. §37.3605 DISCLOSURES.

In a consumer rental purchase agreement, the lessor snall
disciose the follcwing items, as applicabie:
1. The total of scheduleé payments acccrmpanie
explanation that this term means the "total dcllar
lease paymenzs ycu wlll have
2. By iten,
iease payments and oth
fees pald 2
acquire cwner
payment such as a delivery
rade-in allcwance.
the lessee wlli not own the property

the total of payments necessary 4o

5. that th : of payments does not :include
additional charges such as lLat mert charges, and a
separate listing ard expianation these crarges as

apolicable.

pplicable, a statement that the le

f=1
<

s
marxetr value ©IZ zhe p

stolen, damaged, ¢
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ig consummated., These Zigclosures shall oe made on the face

cf the writing evicencing zhe Cconsumer rental purchase

agreement, which shall b

evidence :=he lessse's agreement. If trhere 135 mcre than one
lessee in a ccnsumer rental purchase agreemen:, da.ivery cf a
copy Of the ccrnsumer renzal pu:chase agreement to one cf the
lessees ccnstitutes compliance wict his parsT; however, a

lessee nor signing the agreement is nct Ziable under 1it.

4. The administrator may adcpt by rule reguirements for
the order, acknowledgemen:t by Initialing, ard consplcuousness
of the disclosures set IZorth in section 537.3505. These rule

-

may a.ilcw these cisclosures o be made :in acccrdance with
ncdel forms preparsd by the adminlstrazor

S. Trhe terms of the consumer rental purchase agreement,

ep: as otherwise provided 1n this parz, shall be se: ferth
in not less thar 2ight-point standard type, or such similar
type as prescribed In rules adepted by the adminisztrator.

6. Every censumer rental purchase agreement shall contain
immediately abcve Or adjacent to the place for the signature
cf the lessee, a clear, conspicuous, printed cr typewritten
notice in substantially the following language:

NOTICE TO LESSEE -- READ BEFOREZ SIGNING

a. D0 NOT SIGN THIS BEFORE YQU READ THE E
INCZUDING ANY WRITING ON THZ REVERSZ SIDE, EVE
ADVISED,

b. 20 NOT SIGN THIS IF IT CONTAINS ANY BLANK SPRCZS.

c. YOU ARE ENTITLZD TO AN EXACT COPY OF ANY AGREEMENT YQU
SIGN.

AS PROVIDED IN TEIS AGREEIMENT, EXERCISE OF THIS OFTION MAY
RESUGLT IN A REDUCTION OF YCUR TOTAL COST 7O ACQUIRE OWNERSHI?

u
be sigrnec oy the iessee and which shall

=]

d. Y0U ZAVE THE RIGHT TO EXZRCISE ANY EARLY BUY-OUT OPTION
P
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T TO MaxIz WEIZKLY RATHIR TEAN MONTHLY

C
FAYMENTS AND EZXZIRCISE YCUR PURCHASZ GPTICON, “0OU MAY PaY MORE
C

. NEW SECTION. 527.3608 ACCUIRING OWNIRSHI?.

8
T oany time after the first leace payment is made, th

renta: purchase agreement underta<en by the same ie
lessee. A renegotiatlion 1s a new lease reguiring new
disclosures.

2. However, the following

a. The adcditcion or return
agreement or the supstituticn of th e
either case the lease payment 1s nct chanced by ror
twenty-five percent,

b, A deferral or extension of cne or ncre lease payments,

or oortilons <of a lease payment.
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payments made pursuant to section
537.3619,
12,

NEW 537.361L PRCEIBITED CHARGES.

lessor shall not maxe a charge for

Sec. SECTICN.
A

1. Any

any of the fcllcowing:

insurance wWwhether i1n connecticn with the

a charge may be macde
ty if
ané all other

2,

arm:

CIilul

transaccicn cr otherwise, excebpt thac

preperty insurance on the leased proger “he charge

clearly disclosed as opticral reguirements

section 537,2501, subsectien paragraph “"a", are met.

2.

purchase agreement or

A penalty for early t ‘nacion of a consumer rental

for the return of an ltem &at any point,

except for thcse charges actheorized by sect.cns 537.3612 and
537.3613.

3. Payment by a ccsigner of the consumer rental purchase
agreement of any fees cr charges wnich could not be impesed

1]
o}
T
o7}
|._|

upcn the lessee as part of the consumer -
agreement.
NEW SECTION. 537.3612 ADDITIQNAL CHARGES.

rental purchase agreemenst.

Sec. 12.

-

In a consumer the lessor mav

contract fFor and receive an initial nonrefundatbie

&

acéministrative fee not to exceed ten cdollars. If a security

deposit is reqguired by the lesscr, the amcunt ard condirtion

under wnich 1t is returred must be disclosed with the

disclosures regquired by sections 537.3605 and 537.3606.
2. In a consumer rental purchase agreement, the lesscr may
contract for and receive a delivery charge not to exceed ten
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he c¢olliected only once on any accrued payment, no
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sime L7 accrues <&y as any Lim
shali not be assescsed ad
even thcugh an earliler 1 s

Sec. .3. NEW SECTION. 537.3613 REINSTATMENT FEIES.

A reinstatement fee as prcvided IZor in secticn 537.36156
snall not equal more fhan the outstancding 2a v
missed payments and delinqguency charge
payments wlus an additicnal reinstavement ZIege that shall not

exceed f1] dellars.
Sec. 14. NEW SECTION. 537.3614 TAXES AND QOFrICIAL FEES.

1. 1If the aﬂou“t 1s separately disclcsed in the agreement,
“he lesscr mav reguire the lessee to paVv all applicable state
and ccunty s&les, use, ané perscnal property taxes levied as a
result 0f the executlon of tne consumer rental purchase

agreement, provided that the lessor pays the full amount of

these taxes %t0 the appropriate authoricies. .
2. If the amount is sepgarately disclcsed In the agreement,

the lessor may contract Ior and receive Irom the lessee an

amcunt egual to all cifilclal fees required tc be pald under

the consumer rental purchase agreement provided tha: tre

lessor pays the full amount of these fees to the apprepri

§u
ot
11}

authorities.
Sec. 15. NEW SECTION. 537.3615 ADVERTISING.

1. An advertisement for a consumer rental purchase
agreement shall not state cr ilmpiy that a specific item is
available at specific amcunts cr zerms unrniess the lessor
usuaily ard customarily offers or will offer that izem at

those amcunts or terms.

2. If an advertisement fcr a cconsumer rental purchase
agreement refers to or states the armount of any payment, or
the right to acguire ownership, fcr a specifiic item, the
advertisement must also clearly and ccnspicucusly state the

follcwing terms as appillicable: .
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ci the [edera. Ccn

with that Act satlis

NewW SZCTICN, PR Y-S m5SELD REINSTATEMENT

a. Subsequent

payment, the lessee

a lesscr

balance of any accrued pavments anc

reinstatement f£ege, and the delivery
section 537.3061Z, subsection 2,

necessary.
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the same lte

comparable w

substitute izem is provided, the lesscr shall provice the
lessee Witn al the informaticn reguired by section 537.2505

H 1
Sec. 17. NEW SECTION. 327.3617 UNCONSCIONAZILITY,

Unconscionability in consumer rental purchase agreements 1s
governad by section 537.5108.

Sec. 18. NEW SECTION., 537.3

An agreement cf the parties t

1

acreement with. respec: to defau
enforceable onily tc the extent that cne of the Inllowing
apply:

~

I, The lessee bcth falls to renew an agreemen:t and ail

%]

2

o
fails cto return the rented prop ake arrangements for

L 1
r
[
O
i
b=

e
its refurn as provided by the agr

3 eemens. .
2. The prospect o0f payment, periormance, or return cf the
preperty 13 materially impalred due g a oreacn oI tne
consumer rental purchase agreement; the burden ©f estanl:ishing
the prospect of material impairment 1s on the Lesscrt
Sec. 19. NEW SECTION. 537.3619 CURE OF DzraJLT
1. In a consumer rentali purchase agreement, afier a .essee

a
has been in default for three business days and h

0
rr

as n
voluntarily surrendered possessicn of the rented precp

4] 1]
"
i
v
jo1]

lesscr may give the lessee the nctice provided in sibsection 3
wnen the censumer has the right to cure a Zdefault. A lesscr

gives the notice Lc the lessee under this section when tne
e

iesscr delivers notice o the lesses or mails zhe actice o
the last known address aof the lessee,
2. For the purpose of this section, there is no richt tc

h
cure and no limitatlion on the lesscr's rights with respect o
a cdefault that occurs within twelve mon:ih

default as o which a lesscr nas given a
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t ¢f payment an
rade t2 cure the default. & notice in substancially zhe
folliowing form complies with this subsection:

TEE NAME, ADDRESS, & TEL !
ACCOUNT NUMBER, IF ANY
BRIEF IDENTITICATICON OF TRANSACTION
S o)

{ ) is the last ca:te for pavmen:z, ( y 1s =he
amcunt now due. You nave falled o renew ycur rental opurchase
agreement(s). If you pay the amcunt now due {(above) by the
last date Z¢r pavment (above), you mray ccnilinue wlih che
agreement as though you had renewed on time., IS you 4c no:t
pay by tnat date, we may exercize osur rights under the law

If vcu are late acain curing the nexs:t :twelve menths of vour
agreenent, in 2ither returning the preperty oI ISneWiig your
agreement, we may exerclse cur rights without sending ycu
another notice like thic cne, If you have questicns, you may
write 2r telephone the lessor premptly.

4. #iLth respect tC & consumer rental purchase agreement,
vided in subsection $, afzer g cdefault cons.
a

s
ilure to renew and fallure &5 rezurn the

c¢f the less 3

progerty, a lessor, because <f that cefauli, mav not instigate
ction to recover the rented property until five
s da

after the nctice c¢cf the lessee's right to cure

[

S
is given. In the case of an agreement with weskiy Or Dlweexly
$, such action shall not be taxen until ifnree

C
business <cays after the notice 0f *he lessee's rignt Lo cure
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a
his section deces not glve cthe con
m

4 impese any additicernal Limit e

5 imposed by this part con the lesscr's right o procesed against
6 the lessee or thne lesscor's rilght &S recover the property.

7 6. Until expiration of the minimum applicable pericds

8 contained in subsection 4 aifter nctice is ¢ilven, the lessee

9 may cure a.l defaults consisting of failure zo rerew anc
20 failure to return the propertv by terndering the amcunt of all

12 unpaid sums due at the time of che

12 delinguency charges or other charges author:iz
13 537.3616,

14 7. This section and the provisions on limitations of

. -

15 agreements do not prohibit a lessee from voluntarily

16 surrendering possession of the rented property, and
17 from enfcrcing any past due cbligation which the le
18 nave at any time atfzer default. However, in an enfisrcement ' .
19 prcceecing, the lessor shail affirmatively plead and prcve

20 either trnat the nctice te cure IS not reguired or tnat the

21 lesscr nas given the reguired nctice, but trne Zailure -o sC

22 plead deces not Invalidate any action taken by the Less

23 1s lawful and i1f the lessor has rightfully repcssessed any
4 property the repcssession is not conversicn.

25 8. A& repossession of rented property in violazicn of this
26 section is void.

27 Sec. 2Z20. NEW SECTION. 537.3620 WILLFUL VICLATIONS.

28 A person whe willfully and 1lntencionally viclates a

29 previsicon of this part is gquilty cf a sericus mizdemeanss
30 Sec. 2., NEW SECTION. 537.362> DAMAGES,

31 In case of a violation of a provision 2f thls sart with

32 respect to a consumer rental purchase agreement, the le
33 the agreement may reccver frcm the person cC
A

4 viclation, or may se:t off or counterclaim in

1
35 perscn, actual damages, with a minimum recovery o

_‘.-3_
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”" L nundred dollars or twenty-Ilve percenc oI the Tobal cosIt T

¢ acguire ownership under tne Cconsumer rental purshase

3 agreement, whlgchever 15 greater; attsrneys’ fees; and cours

¢ CCSts.

5 Sec. 2Z. NEIW SECTION. 537.3622 EFTECT OF C CTICN

5 Notwithstanding secticns 537.2620 and S37.3521, 2 faiiure

7 to comply with a prowvision cf this part which L1s cdue 2o a ban
8 fide error may be c.rrected within thirty dayvs after tne date
9 2f execution of <he consurer rental purchase agreement oy the
10 lessee. If zo corrected, nelther the lessor nor any ho.der is
1l 3ubj3 : er tnis s n 1%, where appropriate, a
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‘ 18 1. Tre prcvisicns o0f this part are subect DO The pDowers
19 and functions of the agminlsrtratior as prcovided 1n article & of
20 this chapter eand o the dedt coilecticn gracticas as provided
21 in articlie 7 gf this chapter Acwever, secticn 537.61112,
2 pLv T2 viclilations cof this part.
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administrator pursuant Lo secticn 537.6
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thousand dollars for each wiclazicn. EHowever, no mere than
e

P penalty may be Imposed in any cng acilon against & Lessor
30 £cr repeated violaticns of the same provision., A civii
31 penalty pursuant to this subsecticn shall not b2 imposed f2r a2
2 violaticn of this part cccurring more trhan two years zelore
3 tne a
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ction is brought, or £or maxing uncoensclonaboe agreenents
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convert
for the
plaintilZf

NEW SU

n

permane

S i5. Thar
iy o of state, and

£l
belonging to the plalntiff,

Sec. 26. Section 537.13C1, subpsection 8, Code 1987, 1s
amended to read as follows:
"Cash ‘ of gcods, serwvices, or an interest In

means, except in the case of a consumer rental purchase

agreement, the price at which they are sold oy the seller

casn puyers in the ordinary ccurse of business, and may
include the cash price of accessories or services related
the sale, such as cdelivery, instalilation, aiterations,
medificatzions, and improvements, and taxes to the
imposed on a cash sale of the goods, services, o

nd.

Sec. 27. Secticn 537.1301, subsection 1%,
armended to reacd as follow

11. "Consumer credit transacticn” means a consumer credit
sale or consumer loan, or a refinancing or cornsglidaticn

.

thereof, cr a coensumer lease, Oor a consurmer rental purchase

acgreemenc,

Sec. 28. Secticn 537.1301, subsection 12, paragrap
Ccde 1987, :is amencded by adding the £ollowing new
supparagrapn:

NEW SUBPARAGRAPH. {3) A corsumer rental

agreement as defined in sectiocn 537.3601.
Sec., 29. Section 537.130L, subsecticn

amerdec by strikirng the subsecticn and inse

-i5=-
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thereci The IZollcwing

12, CONSUMER LEZIASZ

a. Ixceprt as praviced in garagraoh "B, a forsumar lease
iz a lease 2f goods Ln whicn zll of =he Izllcowins are
appiicable:

{z) The lessor 1s regu.agrly engacged in the business of

D. A consumer lease e
purchase agreenent as defined in se

Sec. 30, Secticn §37.1301

n
o
3

s
Code 1987, 1s amendec by acdding the folillowing new

m
r
3]
[

o)
paragraph 1, Cecde 1987, is amenrced

"Open-end credit” means an arrangement, Cther than &
consumer rental purchase agreement, pursuant to wnich all of

the follcowing are appilcaonle:
Sec. 33. Sec¢tion 537.33C., subsecticon 33, Coce 1987, :is

arended 0 read as follows:

[

33. A "precomputed cecnsurmer credi

t
consumer credit transachicn, other —hap 3 consumer ease or a
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Sec. 34. Sect
amended to read a
35. "Saie of
agreement in the
bai.ee or lessee
a sum substa

aggregate value 0

the bailee or iessee will become, or for no oo

consigderacion has

icn 537

- o -
agreament, L WLITOh Lnhig Ce0t
nan ngd tne amcgunt o0 the o

ctlon preccrmputed.

.1301, subsection 33, Ccde 198

5 folicws:

gceds”
form of

pays or

Lly equivalent to &1 Iin

includes, but is nct limited =
a bailmen: or leas c

e S
agrees tc pay as compensaticn
ex e

I the gocds invclved and 1t 1s agreec
n

“he option to become, *he owner of th

upcn full! compliance with the :terms of the agreement.

of gceds” dces no

t include & consumer renta. purchase

aqreenmnent.

Sec. 35. Secticn 337.2501%, unnumbered paragrapo I,

1987, 1s amended to read as fcllows:

With respec:I t

transacticn pursu

elghteen percent

o a consumer credlt LtransacLticn in o wn

per year,

charge reguired to be disclesed 1n the

consumer rental purchase agreenment, the crecdli:icr may,

agreement with the ccnsumer, refinance the unpaid bala

may contract for ané receive a firance charce based
amount financed resulting from the refinancing at a
exceeding that permitted by the prcvisions on f£ilnan

for consumer credit

section 537.2201
provisions on fi

supervised loan i
provisicns on fin
pursuant to c¢pen

as applicable, if

anc oD secticn 537.3201 dzes rch exce
rher -han a consumer 1ease
o cn
ra
ce

if

sz.es otner than open end credisz 1

iZ & Su
sance
ne
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Section S537.,25(G8, Ccdce

CCONVERSION TO OPEN EZND

aqg

=

credit

rental noe

credit tc the consumer's open
creditor. The unpaid balance so adced
the amournt financed determined acccrding to =the
finance charce on refinancing under section S37.
Sec. 33. Sectiocn 537.2509, Coce 1987, is amer
as follows:
§37.2503 RIGHT TO PREPAY.
Subject to the provisions on prepayment and
under section 537.2510, the consumer may prepay

unpaid balance of a consumer credit transacticn,

censumer lease Or a consumer rental purchase agr

time.

Sec. 40. Section 537.2510, subsec:tion
paragraph 1, Cocde 1987, is amendecd ko read

Jpon prepayment, but nc:r otherwise, 2f a con
transaction whether or nct precomputed, 2ther 1&N

lease, a consumer rental vpurchase agreenent , Or wne

ragnsaction pursuant to cpen end credit:
Sec. 41. Section 537.3102, Ccde 1987, is amended to read
as coilows:
537.3102

disclosure with respect

credit -3 Dther than consumer

agreements, and the provisicn in secticn

a
sale of an interest in land or a ican secured by an

in land, without regard to the rate of finance charge,

sale or loan i1s otherwise a consurmer credi- sale or consumer

loan. Parts 3 and 4 apply, respectively, zc¢ discliosu

_19_
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N
lease, Dr consumer rental purchase agreement, xnowledge by the
seller or lesscr at the time cf the sal e
tnability of the ccnsumer to receive s
the property or services sold cr leased.

Sec. 47. Section 537.5108, subsection 4, paragraph ¢, Czde
1987, is amendec to read as follows:
¢. In the case of a consumer crecilt sale, == consumer

lease, or consuymer rental purchase agreement, grIo

s
between the price of the property or services sold

91 ieased
and the value of the prcperty or services measured by the
price at which similar property or services are readily

obtainable 1n ccnsumer credit transactions by like ¢
Sec. 48. Section 537.51098, subsection i1, Code 1987, 1is
amenced to read as follows:
hl

1. Fallure to make a paymen: within ten day
1

required bv agreement, ©r ln a consumer renta

agreement, failure to renew an agreement and fallure tg recurn

the rented property maxke arrancgements for 1ts return as

cr
proviced by the agreene

nc.
Sec. 49. Section 537.5110, subsecticn 1, Ccde 1987, is
amended to read as follews:

i. Nectwithstanding any term or agreemen

[
rr

the obligation cf a consumer in a consumer ¢
is enfcrceabie by a creditor =only afzer ccrpli

secticn, excent that in a consumer rental Durcha

default is governed bv section 537.3618.

Sec. 50. Sectien 537.5111, Ccde 1387, is amended by adding
the f£oilowing new subsecticn:
NEW SUBSECTION. 5. This section doces

s
O
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ccnsumer rental purchase agreement, which »
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f.‘ I osection 537.3518.
2 Sac. 51. Section 537.3201, paragragn ., Code 13587, s
3 amended wo read as follcows:
4 1 The consumer, otner than a lessee in a cgnsumer rental
S Durchase agreement, nas & <cause O0f aciion o recover actual
5 damages and in additicn & right in an acticn ¢ther than a
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20 provisicons ¢f tnis chapter corcerning notnificaticn under

21 section 537.6202 or paynment of fees under secticn £37.52013, :s
22 guilety ¢©Z a simple misdemeanscr.

23 Sec. 53. Sec:tions throucgh 23 of this act will be

24 cocdifiec as a new part © of article 3 of chapter 537

5 EX2LANATION

20 This pill amends the ccnsumer credli code o cover Consumer
27 rental purchase {rent-tI-cwn) adreements. A new part Six is
28 added tc the consumer credit code. Key deliniticns Icr zne

9 cconsumer rental purchase agreemen:t part are provicded., Lessors
¢ mer

C
s e
are reguired to provide certain disciosures in a consu
e
t
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33 acguire ownersphip. Consumer rental purchase agreements are
4 required to adrere Tc certain form anc procecure [egulrements,
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HOUSE FILE %8BS

AW ACT
RZLATING TO INCLUDING CONSUMER RENTAL PURCHASE AGREEMENTS
IN THE CONSUMER CREDIT CODE.

SE IT ENACTED BY THE CENERAL ASSEMBLY OF THE STATE OF IOWA:

Section 1. HEW SECTION. 537.3601 SHORT TITLE.

This part of article 3 may be known and may be cited as the
"Consumer Rental Purchase Agreement Act”.

Sec. 2. MEW SECTION. 537.3602 PURPOSES -- RULES OF
CONSTRUCTION,

l. This part shall be liberally coanstcued and applied to
promote ivs underlying purposes and policies.

2. The undetrlying purposes and’policies of this part are

a. Define, simplify, and clarify the law governing
ccnsumer rental purchase agceements.

b. Provide certain disclosures to consumers who enter into
censumer rental purchase agreemeants, and further consumer
uacecstanding of the terms of consumer cental pucchase
agreements,

¢. Protect congumecs against unfair practices.

House File 58%, p. 2

d. Permit and encourage the development of fair and
economically sound rental purchase practices.

e. Make the law on consumer cental pucrchase agreements,
including administrative rules, moré uniform among the various
uniform consumec credit code jurisdictions.

3, A refecence to a crequirement imposed oy this part
includes a reference to a related rule of the administrator
adopted pursuwant to this chapter.

Sec. 3, NEW SECTION. $537.3603 EXCLUSIONS.

This part does not apply to, and an agreement which
complies with this part is not governed by, the provisions
cegacding:

1. A consumer credit sale as defined in section $37.1301.
subsection 12,

2. A consumer lease as defined in sectionm 537.1301,
subsection 13,

3. A consumer loan as defined in section 537.130L,
subsection 14.

4. A lease or agreement which constitutes a “credit sale”
as defined in L2 C.P.R. § 226.2(al6), and the Truth In Lending
Act, 15 U.5.C. § 1602(g9), or an agreerent which constitutes a
“sale of gocds" under section $37.1301, subsection 35.

5. A lease which coastitutes a consumer lease as defined
in 12 C.F.R, § 226.2(a6}.

6. A lease or agreement which constitutes a security
interest as defined in section 554.1201, subsection 37,

Sec. 4. NEW SECTION. 337.3604 GENERAL DEFINITIONS,

As used in this part, unless otherwise required by the
context:

1. “administratoc™ neans the administrator as designated
in section 537.6103.

2. "Advertisement™ means a commecrcial message in any
med:um, 1ncluding signs, window displays. and price tags, that
promotes, directly or inditectly, a consumer rental purchase
aqreement .

686 4H




House Flie 585, p. 3

J. “"Cash price"” means the price at which the lesscr in the
ordinary course of business would offer to sell the personal
property to the lessee for cash on the date of the consumer
rental pucchase agreement.

4. "Consummat.on” means the time at which the lessee
entecs into a consumer tental purchase agreement.

S. "Lessee" means a natural person who rents pecsonal
property under a consumer rental purchase agreement for
pecsonal, family, or household use.

6. "“Lessor" means A person who, in the ordinacy course of
business, reqularly leases, offers to lease, oc acranges for
the leasing of property under a consuner rental purchase
zgreement .

7. *"Personal property” means any propercty that is not real
property under the laws of this state when it is made
available for a consumer rental purchase agreement.

8. “Consumer rental purchase agreement” means an agreement
for the use of personal property in which all of the following
ace applicable:

a. The lessor is regularly engaged in the rental purchase

vusiness. !

b, The agreement is for anm initial period of four months
cr less, whether or not there is any obligation beyond the
initial period, that is autoratically crenewable with eacno
payment and that permits the lessee to beccme the owner of the
aropesty.

c. The lessee is a person other than an organization.

d. The lessee takes under the consumer rental purchase
aqreerent primarily for a personal, family, oc¢ household
turpose.

¢. The amount payable under the consumer rental purchase
dgreerent does not exceed twenty-five thousand dollacs,

Sec. 5. NEW SECTION. S37.3605 DISCLOSURES.

1n a consumer rental purchase agreement, the lessor shall
<isclose the follawing items, as applicable:

House File 58%, ». 4

1. The total of scheduled payments accompanied by an
explanation that this term means the "total dollar amount of
lease payments you will have to make to acquice ownership”,

2. By item, the total number, amounts, and timing of akl
lease payments and othec charges including taxes or official
fees paid to or through the lessor which are necessary to
acquire ownership of the property.

3. Any initial or advance paymeant such as a delivery
charge, security deposit, or trade-in allowance.

4. A statement that the lessee will not own the property
until the lessee has made the total of payments necessacy to
acquire ownership of the propecty.

S. A statement that the total of payrents does not include
additioral charges such as late payment charges, and a
sepacrate listing and explanation of these charges as
applicable.

6. 1If applicable, a statement that the lessee is
responsible for the faiv mactket value of the property if and
as of the time it 1s lost, stolen, damaged, or destroyed.

7. A description of the goods or merchandise including
model numbers as applicable and a statement indicating whether
the property is new or used. [t is not a violation of this
subsection to indicate that the property is used if it is
actually new.

8. A statement that at any time after the first periodic
payment is made, the lessee may acquire ownership of the
property by teadering fifry-five percent of the difference
between the total of scneduled payments necessary to acquire
ouwnecship and the total amount of lease payments paid on the
account at that time. [t is not a violation of this
subsection for the lessor and the lessee to agree in writing
to allow the lessee to acquire ownership of the property for
less than the amounts referred to in this subsecticn.

9. The cash price of the merchandise.

5ec. 6. 537.3606 FORM REQUIREMENTS.
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L. The disclosure information Tequired by section $37.3605
and this section shall be disclcsed in a consumet cental
purchase agreement, and shall meet the following requirements:

4. Be made clearly and conspicuously with items appearing
in logical order and segreqgated as appropriate for vreadability
and clacity.

b. Be made in writing,

€. Except as provided in subsection I o¢ 1i rules adopted
by the administrator, need not be contained in a single
weiting or made in the order set forth in section 537.3605.

d. May be supplemanted by additienal information o
explanations supplied by the lessor, but none shall be stated,
used or placed 30 a5 to mislead or confuse the lessee, or to
contradict. obscure, or detract attention from the infocmaticn
cequived by section 537.3605, and so long as the additional
information or explanations do not have the effect of
ciccumventing, evading, or unduly complicating the information
required to be disclosed by section 537.3605.

2. The lessor shall disclose all infoemation required by
section $37.3605 before the coasumer rental purchase agreement
is consummated. These disclosuces’shall be made on the face
of the writing evidencing the consumer rental purchase
agreement .

3. Before any payment is due, the lessor shall furnish the
lessee with an exact copy of eacn consumer rental pucchase
agreemeat, which shall be signed by the lessee and which shall
evidence the lessee's agreement. I[Ff there is more thaa one
lessee in a consumer rental purchase agreement, delivery of a
copy of the consumer rental purchase ageeenent to one oF the
lessees constitures compliance with this part; however, a
lecsee not signing the agreement is not Liable under it,

i. The administrator may adopt by ruie requirements for
the order, acknowiedgement by initialing, and conspicuousness
of the disclosures set €orth in section 537.3605. These rules
ay allow these Jdisclosures to be made in accordance with
model forms prepared by the administrator,
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5. The terms of the consumer rental pucchase agreement,
except as otherwise provided in this part, shall be set €orth
in not less than eight-point staandard type. or such similar
type as prescribed in rules adopted by the administrator.

6. Every consumer rental purchase agreement shall contain
immediately above or adjacent to the place for the signrature
of the lessee, a clear, conspicuous, printed or typewritten
notice in substantially the following language:

NOTIZE TO LESSEE -- READ BEFORE SIGNING

4., DO NOT SIGN THIS BEFORE YOU READ THE ENTIRE AGREEMENT
INCLUDIRG ANY WRITING ON THE REVERSE SIDE, EVEN IF OTHERWISE
ADVISED.

b. DO ROT SIGN THIS IF IT CONTAINS ANY BLANK SPACES.

€. YOU ARE ENTITLED TO AN EXACT COPY OF ANY AGREEMENT rou
SIGH,

d. YOU HAVE THE RIGHT TO EXERCISE ANY EARLY BUY-QOUT QPTION
AS PROVIDED IN THIS AGREEMENT. EXERCISE OF THIS OPTION MAY
RESULT I[N A REDUCTION OF YOUR TOTAL COST TO ACQUIRE QWNERSHIP
UNDER TMIS AGREEMENT,

e. IP YOU ELECT TO MAKE WEEXLY RATHER THAN MONTHLY
PATMENTS AND EXERCISE YOQUR PURCHASE OPTICH, YOU MAY PAY MORE
FOR THE LEASED PROPERTY.

7. The notice described in subsection 6 shall be in bold
€ace, ten-point type,

NEW SECTION. 537.3607 RECEIPTS.

The lesgor shall furnish the lessee, without request, an

itemized weitten receipt for each payment in cash, ot any

Sec. 7.

other time the method of payment itself does not provide
evidence of payment.

Sec. 8§, NEW SECTION. 537.3608 ACQUIRING OWNERSHLP,

At any time aftec the first lease payment is made, the
lessee may acquire ownership of the peoperty by rtendering
Eifcy-five percent of the diffecrerce betwean the total of
lease payments necessary to acquire ownership and the total

arsunt of lease payments made. The lessor shall then provide

S8S 4H
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written evidence to the lessee that the lessee has acqu:iced
ownership of the property. [t is 20t a violation of th:s
secticn for the lessor and the lessee 0 agree 1o writing to
2llcw the lessee to acquire ownersnip of the property [or less
than tire amounts referred to in this secticn.

Sec. 9. HEW SECTION. 537.3609 RENEGOTIATION,

Y. A renegotiaticn ¢ccurs whearn an exisiing consumer rental
purchase agreement :5 satisfied and ceplaced by a new consumer
rental purchase agreement underiaken by the same lessor and
lessee. A cenegotiation Ls a new lease reguiricg new
digclesures.

2. However, the follewing events are not renegotiations:

a. The addition or return of propersy in a mulii-izem
agreement oy the substitution 0f tne leased property, f 1r
either case the lease payment is nrot changes by more thar
wwenty-five percent.

b, A defecral or extension of one oc moce lease payrents,
or portions of a lease paymen<,

¢. A reduction 1n charges 1 the agrec:acar.

d. A lease or agreement irvolved in a ccurt preoceeding.

S$oc. L0. HNE{ SECTION. 537.3610 SALLOON EATMINTS
PAOHIBITED,

A lessee shall not be required, as & <onpdition ¢ agguiring
cwnerskip, to make a payment that is rdc2 thac Lwice the
amount ¢f a regular rental payment, 9T to pday i€ase payments
totaling more than the cost to acquire swnacship as disclesed
pursuant o secticn 537.3605. This secticn dces not apply =0
payments made pursiuant to section 337.36GE, 337.361l2, or
537.3619.

Se¢. 11, MEW SECTION, 337.36l1 PROHIZITED CHARGES.

A lLesscr shall not make a charge fo: any of the tollow.ng:

L. Any .nsurance whether 1n connection with the
Transaciion or otherwise, except that 3 charge may be made for
ptoperty insutrance On the leased property .f the charge L3
clearly disciosed as optional and all vther requirerents of
sectacr $37.250L, subsection 2, paragreph "a", are ner.
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2. A penalty for early tecmination of a consumer cental
purchase agreement or for the return of an item at aany point,
except for those charges authorized by sections 337.1612 and
$37.3611.,

3. Payrent by a cosigner of the cocnsumer rental putrchase
agreerent of any fees or charges which could not be imposed
upon the lessee as part of the consumer rental purchase
agreement.

Sec. 12, MNEW SECTION. 537.3612 ADDITIONAL CHARGES.

i. In a consumer rental purchase agreerent, the lessor may
centract for and receive an initial nonrefundable
administrative feo not to exceed ten dollars, If a security
deposit is required oy the iessor. the anoun:t and conditicons
under wkhich L% is returned must be disclosed with the
disclosures required by sections 517.360% and $37.3606,

2. In a consumar cental purchase agceement, the lessor nay
contract for and receive a delivery charge not to exceed ten
dallars ot, in the case of a consumer rental purchase
a3reerent covering more than five items, a delivery charge aot
Lo exceed twenty-five dollars. A delivecry charge may be
assessed only if the lessor actually delivers the iters t2 the
itessee's dwelling and the delivery chacge is disclosed with
the disclosures required by sections 537.31605 and 537.3606,
Tne delivery charge may be assessed in lieu of and net in
addition tc the initilal administrative charge in subsection 1
2f this section.

3. In a consumer cental putchase agreement, a lessor nay
contract for and receive a charge for picking up paymants from
the lessee if the lessor is cequired or requested to visit the
lessee's dwelling to pick up a payment. In a consuner rental
purchase agreement witn payment or renewal dates which ace
nmore freguent than morthly, this charge shall not be assessed
more than theee times 12 any three-month period. [n consumer
rental purchase ageeements with payments or renewal options
which are at least monthly, *his chacge 3hall ot be assessed
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moce than three Ii1mes in any six-month period. A charge
assessed pursuan: to this subsection shall not exceed seven
dollars. This chatge is in lieu of any delinguency charge
assessed for the applicable payment peciod.

4. In a consurer rental purchase agreemeant, the parties
ay contrackt for late chacges or delinquency fees as follows:
a. for consumey rental purchase agreements with monthly
renewal dates, a late chacge not exceeding five dollars may be

assessed on any payment not made within five business days
after either payment is due or the ceturn of the property is
required.

b. For consumer rental purchase agreements with weekly or
biLweekly renewal dates, a late charge not exceeding three
dollars may be assessed on any payments not made within three
ousiness days after either payment 1s due or the return of the
oroperty is required.

A late charge on a consumer rental purchase agtreement may
be collected only once on any acccued payment, no matter how
long it remains unpaid, A late charge may be collected at the
time it acccues ocr at any time thereafter. A late chacge
shall not be assessed against a paymeant that is timely made,
even though an earlier Late charge has not been paid in full,

Sec. 13, 537.3613 REINSTATEMENT FEES.

A rteinstatencert fee as provided for in section 537.3616
shall not equal moce than tne outstanding balance of any
z1ssed payments and delinquency charges on those missed
payments plus an additional reinstatement fee that shall not
exceed five dollars.

Sec. L4. NEW SECTION. 537.3614 TAKES AMD OFFICIAL FEES.

. 1f rhe amount is separately disclosed in the agreement,
ine lessoct may cequire the lessee to pay all applicable state
and county sales, use, and personal property taxes levied as a
cesult of the execution of the consumer rental pucchase
aqeeement, provided that the lessor pays tae fcll amount of
~hese rarxes to ihe appropriate authozities.
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2. [f the amount i5 separately disclosed in the agceenment,
the lessor may contvact for and receive from the lessee an
amount equal to all official fees required to be paid undec
the consumer rental pucrchase agreement provided that the
lessor pays the full amount of these fees to the appropriate
authorities.

Sec. 15. HEW SECTION. 537,3615 ADVERTISING.

1. An advectisement for a consumer rental purchase
agreement shall not state or imply that a specific item 13
available at specific amounts o¢ tecms unless the lessor
usually and customacily offers or will offer that item at
those amounts ocf terms.

2. If an advertisement for a consumer cental purchase
agreement refers to oc states the amount of any payment, or
the right to acquire ownership, for a specific item, the
advertigement must also clearly and conspicuously state the
following terms as applicable:

a. That the transaction advertised is a consumer cental
putcnase agrceement.

b. The total of payments necessary to acquire ownership.
¢. That the lessee will not own the propecty until the
total amount necessary Lo acquire ownership is paid in Full or

by prepayment as provided for by law.

J. Notwithstandiong the requirements of subsecktion L, if
the advertisement is published by way of radio announcement or
on a roadside billboard, the lessor need only make the
disclosures required by subsection 2, paragraphs "a" and "¢".

4. With respect to any matters specifically governed by
the advertising provisions of the federal Consumer Credit
Protection Act, compliance with that Act satigfies the
tequirements of this section.

S. This section does not apply to the owner or personnel,
as such, of any medium irn which an advertisement appears ot
theougn whick it is dissemicated.
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Sec. 16. NEW SECTION, 537.3616 LESSEE'S REINSTATEMENT
RIGHTS.

1. A lessee wno fails to make timely vental payments has
the rignt to reinstate the original consumer rental putchase
agreeme1z without losing any rights or options previously
acquire’ under the consumer rental purchase agieement if both
of the ‘ollowing apply:

a. 3Subsequent to having failed to make a timely rental
payment, the lessee has surcendecred the progerty to the
lessor. if and when tequested by the lessor.

b, Mot more than sixty days has passed since the lessee
has veilrned che property. :

2. As a condition precedent to reinstatement of a consumer
rental purchase agreepment, a lessor may charge the outstanding
balance of any accrued payments and delinquency charges, a
reinstazement fee, and the delivery charges allowable by
section 537.3612, subsection 2, if redelivery of the item is
necessacy.

3. € reinstatement occurs pursuant to this section, the
lessor shall provide the lessee with tne same ienm, if
availatie, leased by the lesseec priot Lo cteinstatement, I€
the sar2 item is not available, a substitute item of
comparasle worth, quality., and condition may be used. 1If a
supstitite item is provided, the lessor shall provide the
lessee with all the information required by section 537.3605.

Sec. 17. MEW SECTION. 537.]617 UNCONSCIONABILITY.

Unccascionability in consumer rental pucchase agreements is
governed by section 537.5108.

Sec. 18. MNEW SECTION. 537.36l8 ODEFAULT.

An ayreement of the parties to a consumer cental purchase
agreemet with respect to default on the part of the lessee i35
enforceable only to the extent that one of the followang
apply:

L. nhe lessee both fails to renew an agreement and also
fai1ls :2 retura the rented property or make arcangements for
tts ret.zn as provided by the agreement.
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2. The prospect of payment, pecformance, or teturn of the
property is materially impaired due to a breach of the
consumer cental purchase agreement; the burden of establishing
the prospect of material impairment is on the lessor,

Sec. 19. HEW SECTION. 537.3619 CURE OF DEPAULT.

l. In a consumer rental purchase agreement, after a lessee
has bean in default for three business days and has not
voluntarily surrendeced possession of the rented propecty. a
lessor may give the lessee the notice provided in subsection 3
when the consumer has the right to cure a default. A lessor
gives the notice to the lessee under this section when the
lessor delivers notice to the lessee or mails the notice to
rhe last known address of the lessee.

2. for the purpose of this section, there is no cight to
cure and no limitation on the lessor's rights with respect to
a default that occurs within twelve months after an earlier
default as to which a lessor has given a proper notice of the
lessce’'s right to cure.

3. The notice of right to cure must be in writing and
conspicucusly state all of the tollowing:

a. The name, address, and telephone number of the lessoc
to whom payment is to be made.

b. A brief identification of the transaction.

c. The lessee's right to cure the default.

d. The amount of payment and date by which payment must be
made to cure the default. A notice in substantially the
following form complies with this subsection:

THE MAME, ADDRESS, & TELEPHOME WUMBER OF THE LESSOR
ACCOUNT NUMBER, [F ANY
BRIEF IDENTIFICATION OF TRANSACTION
( ) is the last date for vayment, { ) is the

arount aow due. You have failed to renew your rental pucchase
agreement (s]. [f you pay the amount now due {above] by the
last date for payment (above), you may continue with the
agreement as though you had renewed on time. 1If you de not
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pay by that date, we may exercise our rights under the law.
1€ you are late again during the next twelve months of your
agreement, in either returning the propecrty or renewing your
agreement, we may exercise our righta without sending you
another notice like this one. If you have guestions, you may
write or telephone the lessor promptly.

4, With respect to a consumer rental purchase agreenont,
except as provided in subsection S5, after a default consisting
of the lessee's failure to renew and failure ®o return the
property, A lessor, because of that default, may not instigate
court action to recover the rented property until Eive
cusiness days afier the notice Of the lessee’s cight to cure
1s given. In the case of an agreenment with weekly or biweekly
renewal dates, such action shall not be taken until three
cusiness days after the notice of the lessee's right to cure
is given,

5. With respect to defaults on the same consumey rental
purchase agreement and subject to subsection 4, after a lessor
has once given a proper notice of the lessee's right to cure,
this section does not give the consumer a right to cure or
ingose any additional limitations beyond those otherwlse
imposed¢ by this part oan the lessor’s righce to proceed against
ke lessee or the lessor's right to recover the propetty.

6. Until expiration of the minimum applicable periods
contained in subsection 4 afkter notice is given, the lessee
aay cure all defaults consisting of failure to renev and
‘ailure to return the propercty by teandering the amount of atl
unoaid sums due at the time of the tender plus any unpaid
delinquency charges ot other chacrges authorized by section
517.3416,

7. This section and the provisions on limitations of
agreements do rot prohibit a lessee €rem voluntar:ily
sarrendecring possession of the cented property, and the lessor
from enforcing any past due obligation wnich the lessee may
tave at any time afrer default. However, 1n an ecforcement
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proceeding, the lessor shall afficmatively plead and prove
either that the notice to cure is not required or that the
lessor has given the required notice, but the failure to so
plead does not invalidate any action taken by the lessoc that
is lawful and i€ the lessor has rightfully repossessed any
preperty the repossession is not conversion.

8. A repossession of rented property in violation of this
section is void.

Sec. 20. HNEW SECTION. 537.3620 WILLFUL VIOLATIONS.

A person who willfully and intentionally violates a
provision of this part is quilty of a serious misdewmeanor.

Sec. 21. NEW SECTION. $37.36)1 DAMAGES.

In case of a violation of a provision of this part with
respect to a consumer rental purchase agreement, the lessee in
the agreement may recover from the person committing the
violation, or may set off or counterclaim in an action by that
person, actual damages, with a minimum recovery of three
hundeed dollars or twenty-five percent of the total cost to
acquire ownership under the consumer rental purchase
agreement, wnichever is greater; attorneys' fees; and court
costs.

Sec. 22. MEW SECTION. $537.3622 EFFECT OF CORRECTION,
Notwithstanding sections 537.3620 and 537.3621l, a failure
to compky with a provision of this part wnich is due to a bona
fide ecrror may be corrected within thicty days after the date

of execution of the consumer rental purchase agreement by the
lessee. 1f so corrected, neither the lessor nor any holder is

subject to penalty under this section if, where appropriate, a
new written agreement and disclosures are provided to the
lessee and any excess charges are refunded to the lessee,

Sec. 23, MNEW SECTION. 517.3623 STATUTE OF LIMITATIONS.

An action shall not be brought uade¢ this part more than
two years after the occurrence of the alleged violation.

Sec. 24. NEW SECTIUN. 537.3624 ENFORCEMENT,
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1. tThe provisions of this par:t are subject to the powers
and fu-ctions of the adminisctcrator as provided in acticle 6 of
12138 crapter and to the debt collection practices as provided
i1 acticle 7 of this chapter. However, section 537.6i13,
sabsection 2, does not apply to violations of this part.

2. If a court Finds in an action brought by the
administrator pursuant to section 537.611) that it is proven
tnat a lessor has intentionally acted in bad €aith in its
pecforopance under this part, the lessor is subject to a civil
penalty of not less than one hundred dollars nor more than one
toousard dollacs for each violation. However, no more than
one peralty may be imposed in any one action against a lessor
for repeated violations of the same provision. A civil
penalty pursuant to tnhis subsection shall not be imposed for a
vioclat:on of this part occurring moce than two years before
the action is brought, oc for making unconscionable agreements
Gy engaqing in a course of fraudulent or unconscionable
conduct.

Sec. 25. Section 639.3, Code 1987, is amended by adding
tae fo-lowing new subsectlions:

MEYW SUBSECTION. 13, That the defendant is about to
c¢ispose of property belonging to the plaintiff,

REW SUBSECTION. 114. That the defendant is about to
conver: the plaintiff's property or a part thereof into money
for the purpose of placing it beyond the teach of the
plaintifE,

NEW SUBSECTIQN. 1S5, That the defandant is about to move
permarently out of state, and refuses to reiurn property
selonging to the plaintiff.

Sec. 26, Section 337.130l, suossection B, Ccie 1387, 1s
cnended to read as follows:

8. "Cash price” of goods, services, 2t an interest in land

Teans, except in the case of a consumer rental purchase

eement, the price at which they are sold by the seller to
Tash ouyers 1a the ordinary course of business, ant may
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include the cash price of accessories or services related to
the sale, such as delivery, installation, alteratioons,
rodifications, and improvements, and taxes to the extent
imposed on a cash sale of the goods, services, or interest in
land.

Sec. 27. Section 537,1301, subsection 1l, Code 1987, is
amended to read as follows:

11. “Consumer credit transaction"” means a consumer credit
sale or consumer loan, or a refinancing or consolidation
thereof, or a consumner lease, or a consumet tental purchase

agreement .
Sec. 28. Section 537.1301, subsection 12, paragraph b,

Code 1987, is amended by adding the following new
subparagraph:

NEW SUBPARAGRAPH. (3) A consumer reantal purchase
agreement as defined in section 537.3604.

Sec. 29. Section 537.1301, subsection 13}, Code 1987, is
amended by striking the subsection and inserting in lieuw
thereof the following:

13. CONSUMER LEASE.

a. Except as provided in paragraph “b", a consumer lease

is a lease of gocds in which all of the following are
applicable:

{l) The lessor is regularly engaged in the business of
leasing.

[2) The lessee is a person other than an ocrganization,

[3) The lessee takes under the lease primaclily for a
cersonal, family, or household purpose.

{4) The amount payable under the lease does not exceed
twenty-five thousand dollars.

(5) The lease iz for a term exceeding four months.

b. A consumer lease does not include a consumer reatal
purchase agreement as defined in section 537.3604.

Sec. 30. Section $37.130Ll, subsection L4, paragrapo b,
Code 1987, :s amerded by adding the following new
subparagraph:
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NE~ SUBPARAGRAPH. (4) A consumec rental puccnase
agree~ent as defined in section 537.3604.

Sec. 31. Section 537.130l, subsecticn 19, paragrcapn b,
Code "387, is amended by adding the following new
subpacagcaph:

(4) Lease payments for a4 consumec
renta’l purchase ageeement, or charges specifically aucnorized
by this <hapter for consumer rental puccnase agceements.

Sec. 32. Section 517.130%, subsection 28, unnumbered
patagraph 1, Code 1987, :s arended to cead as follows:

"Cpen-end credit” means an arrangement, other than a
conguTec

the fzilowing are applicable:

Sec. 33. Section 527.1301. subsectidn 33, Ccde L1987, is
amended to read as follows:

33. A “"precomputed consumer credit transaction” is &
consuner ci1edit transaction, other than a consurer lease or a
Tonsurer tental purchase agreement, in wiich the debt is 2 sum
conprising the amount €financed and the arount of the finance
charge computed in adwvance. & disclosure required by the
Teuth Lo Lending Act does not in ifself make a finance crarge
or trassaction precaonputed.

Sez. 34. Ssection 537.130Ll, subsecticn 35, Code 1987,
amended to read as follows:

35. "Sale of gocds” iocludes, out is noc rimited to, any
ageceerent _n the form of a bailment or lease >¢ qoods LE the
Dailee Or lessee pays oOr agrees ko pay as compensation for use
a sur substantially egquivalent to or i excess of the
agqrecate wvalue of the gucds involved and it 15 agreed tha:
the bailee or 'essee will becore, or for no c¢ther or a noamanal
sansiceration has the option to become, the cowner of the goods
ogon Ial1 compliance with the terms of :he agreenent. “Sale

at_qgutds” does not_include a_consuner renial purchase

agresrent.
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Sec. 3%. Section 537.2%04, unnumbered paragraph 1, Code
1987, :s amended to read as follows:

Hith respect ko a consumer credit transaction tn wvhich the
rate of finance charge required to be disclosed in the
transaction pursuant to section $37,320L does not exceed
elghteen percent per year. other than a consumer lease ot a
consumer_rental pucrchase agreement, the cceditor may, by

agreement with the ccocosumer, refinance the unpaid balance and
may contract for and receive a finance chacge based on the
amount financed resulting from the refinancing at a rate not
exceeding that permitted by the provisions on f£inance chacge
€or consumer credit sales bther than open end credit in
section 537.2201 1f a consumer credit sale is refinanced, the
provisions on finance charge for a consumer loan other than a
supervised loan Ln section 537.2401, subsection 1, or the
provisions on finance crarge for a supervised loan not
pursuant to open end credlt in section 537,2401, subsection 2,
as applicable, if a consumer loan is refinanced. 'wWith respect
Lo a consumer credit transaction in which the rate of finance
charge required to be ‘lisclosed in the r-ansaction to the
consumer pursaant to section 537.3201 exceeds eighteen percent
per year, other than a ~onsumer l2ase Or a4 consumer cental
purchase agreenent, the creditor may by agreement with the

consumer, cefinance the unpaid balance and nay contract for
and receive a finance chdarge based on the amount financed
cesulting from the refinancing at a rate of finance charge not
to exceed that which was required to be disclosed in the
original transaction to the consumer pursuant to section
537.3201. TFor the purpose of determining the finance charge
permitted, the amount financed resulting from the refinancing
consists of:

Sec. J6. Section 537.250%, subsection ., Code 1987, is
amended to read as follows:

l. In this section, "consumer credit transaction” does not

include a consurer lease gz a consumer trantal purchase

dgieement.




House File 585, p. 13

Sec. 37. section 517.2506, subsection L, Code 1987, is
damende: o read as follows:

1. 17 the agreemen:t with respect to a consumer credit
transatricn other than a consumer lease or a consumer cental
ourchaze agreement contains covenants by the consumer to
perfern certain duties pertaining to insuring or preserving

cellatzral and the creditor putrsuant to tne agreement pays for
perforrance of the duties on behalf of the consumer, the
credizzc may adé the amounts paid to the debt. Within a
reasor:ole time after advancing any sums, the credizer shall
state 2 the consumer in =writing the amount of the sums
advanc:d, any chacges with respect to thig amount, and any
TevizeI paynert schedule and, if the duties of the consumet
perfor-ad by the creditor pertain to insurance, a brie#
descriszion of :ne insurance paid for by the creditor
inclucing the type and amount of coverages. Nc further
inforaicion need be given.

Sec. 8. Section 517.2508, Code 1987, is amended to read
as £ollows:

537.2%08 CORVERSION TO OPZM END CREDIT.

The 2arzies may agree at or within ten days prier to the
time <! coaversion to add the unpaid balance of a consumer
credit transaction, other than a consure: lease Qr_a _consume:
rental purcohase agresmenc, net ~ade pursuant to open end
cred:: to the censumer’s apen end credit asccourt with the
credizir.  Tha anpaid balance so added is an amcunt egual to
the arcuent tfinanced detecmined according to sae provisions on
Iinanc: charge on refinancieg under saction 537.25G4.

Sec. JJ. Section S37.250%, Code 1937, is a~ended to read
as fol.ows:

$37.2509 RIGHT T PREPAY.

Surrect to the Provisiaas on prepaynent and mia.mum caaroe
-ndes zecrion $37.2510, the consumec may prepay 1o full rrke
cnpaic balance of a consure: credit Eransaction, sther than a

Sume .
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Sec. 40. Section 537.25!0, subsection 3, unnumbeced
paragraph 1, Code 1987, i3 amended to read as follows:

Upon prepayment, but not otherwise, of a consumer credit
transaction whether or not precomputed, other than a consumey
lease, a consurer renta: purchase agreement, or ene a

transaction pursuant to open end credit:

Sec. d1. Section $37.3102, Code 1987, is ameaded to read
as follows:

537.3102 SCOPE.

Part 2 applies to disclosure with respect to consumer
¢redit transactions, other than consumec cental purchase
dgcreenents, and the provision in sectlon $37.3201 applies to a
sale of an interest in land or a loan secured by an interest

in land, without regard to the rate of finance charge, if the
sale or loan is otherwise a consumer credit sale or consumer
loan., Parts 3 and 4 apply. respectively, to disclosure,
limitations on agreements and practices, and limitations on
consumrer's liability with respect to certain consumer credit
transactions. Part 5 apolies to nome solicitation sales,

Sec. 42, Section 537.3301, subsection ¥, Code 1987, is
amerded to read as follows:

2. HWith respect to a consumer lease, a Lessor ray aot take
@ securily interest 1o property Lo secure the debt arising
frem khe lease. This subsection does not apply to a security
degasit for a consumer iease or a consumer cental pucchase
djreenerc,

Sec. 4}. Section $37.)308, subsection 2, Code 1987, is
arended »y adding the fcllowing new lettered varagrapa:

JEN CETTERED PARAGRAPH. f£. A consumec rental purchase
agreement ,

Sec. 45, Section 537.3310, subsection L, Code 1987, (s
amended to read as follows:

b. In a censumer ccedit tcansaction, otker than a consumer

renzal pucehase agreemernt, f perforrance ov a creditar is by
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delivery of gocds, secvices, or both, :0 Eour ot moce
inszallments, either on demand of the consuner or by
prearranged scheduled gecfcrmance, the consumer shatl-have-the
r:ght-to may cancei the cobligation with respect to that park
which nas not been perfocrmed ¢n the date of cancellaticn.

5ec. 45, Section $37.%5108, subsecticn 4, pacagraph a, Code
1987, 15 amended to read as follows:

a, Belief by rhe selier. lessor, or lender at the tirce a
transaction is entered int> that there is nd reascnable
prooan:lity of payment in full 2f the obligation by the
consurer Or debtor. Howeve:r, the ren:al renevals necessacy to

without peralty at any time. As used in this paragrapn,

"obligatior" means the initial periodic lease payments and any

other additipnal advance payments cequired at the consumration
of the transastion,

Sec. 46. Section 537.5108, subsection 4, paragrcaph b, Code
L9877, is amended to read as follows:

b. In the case of a consumer ctedit sale, er consumer
lease., or consurec rental purchase agceerent, knowledge by the

seller oc lessor at the tire of the sate or lease cf the
inabilizy of tne ccnsurer %0 ceceive substant.ial benefits fron
the property or secvices sold or leased.

Sec. 47. Seck:ion $37.3108, subsection 4, paragraph ¢, Zcde
1987, is amended o read as follows:

<. In the zase of 4 consumer credit sale, er coasumer
laase, or ccrnsumer crental purchase agreement, 9eoss dispacity
between the price of the property or secvices s0id or leased
and tke walue of the property ot services ~easuced by rhe
grice at wn.ch similar properiy or services are readily
cbtalratle in consumer cred.t transactions by Like consurers.

Sec. dB. Section $37.5109, subsecticr [, Code 987, g
amended to read as follows:
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1. Failure to make a payment within ten days of the time
cequired by agreement, or in a consumer tental pucchase

2greecent, failure ko renew an agreement and failure to ceturn

the rented propecty or make arrangements €or its ceturn as
provided by the agreement.

Sec. 49. Section 5)7.5110, subsection ), Code 1987,
amended to read as follows:

1. Notwithstanding any term or agreenment to the contracy,
the obligation of a consumer in a consumer credit transacetion
is enforceable by a creditor only after compliance with this

in a consumer reatal purchase agceement,

defaulz is governed by section 5317.J€18,

Sec. 50. Section 537.S511i, Code 1987, is amended by addiag
the following new subsection:

HEW SUBSECTION. 5. This section does not apply to a
consumer rental putrchase agreement, which ls governed by
section 537.3618,

Sec. 51. Section 537.5201l, paragraph L, Code 1987, is
amended to cead as follows:

l. The consumer, other than a lessee in a consume: rental

\t, has a cause cf actican to recover actual
damages and in addition a right i1n an action other than a
class action to recover from the person violating this chapter
a penaliy in an amount determined by the court, but no: less
than one hundeed dollars nor more than one thousand dollars,
1f a person has violated the provisions of this chapter
reiating to:

Sec. S$2. Section 537.5%30)1., subsection 3, Code 1987, :s
amended to read as £ol.ows;

1. A person, other tnan a lessor in a consumer rental
purchase agreement, wno «illfully and “rowingly engages in the
business of entering inte coasumer ceedit transactions, or of
taing assignments of :igQhts agalnst CONSuMers AcLsing
theretrom and undertaxing divect collection of payments or
enforcement of these cignts, w:thout compiying witn rhe
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provisions of this chapter concerning notification under
section 537.6202 or payment of fees under section 537.6203,
quilty of a simple misdemeanor.

Sec. 53. Sections 1 through 24 of this Act will be
codified as a new part 6 of article 3 of chapter 537.
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