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1 Section 1. Section 627.6, Code 1995, is anended by adding
the foll owi ng new subsection

NEW SUBSECTI ON. 14. The debtor's interest, not to exceed
two thousand dollars in the aggregate, in any conbi nation of
the foll owing property:

a. Any residential rental deposit held by a landlord as a
security deposit, as well as any interest earned on such
deposit as a result of any statute or rule requiring that such
deposit be placed in an interest-bearing account.

b. Any residential utility deposit held by any electric,
gas, telephone, or water conpany as a condition for initiation
or reinstatenment of such utility service, as well as any
i nterest earned on such deposit as a result of any statute or
rule requiring that such deposit be placed in an interest-
beari ng account.

C. Any rent paid to the landlord in advance of the date
due under any unexpired residential |ease.

EXPLANATI ON

This bill adds a new subsection to the list of property
which is exenpt from execution under section 627.6. This new
subsection pernmits a debtor to claimas exenpt property a
limted anmount of residential and utility security deposits,
as well as a limted anount of prepaid rent.

Al t hough bankruptcy is a federal action, the property that
may be listed as exenpt is controlled by state law. In a
bankruptcy proceedi ng, the security deposits and prepaid rent
must be listed as assets on Schedule B of a debtor's
bankruptcy filing and the unexpired | ease nmust be |isted under
Schedul e G but under current lowa |aw, the deposits and
prepaid rent cannot be listed as exenpt property on Schedul e
C. Under this bill, if a debtor listed such deposits or
prepaid rent as exenpt property, the bankruptcy trustee could
not force the debtor to turn over such deposits or the cash
equi val ent, nor could the trustee directly collect the
security deposits or prepaid rent fromthe |andlord or utility
for use as part of the bankruptcy estate.
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