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Office of Thrift Supervision 

Department of the Treasury Chief Counsel 

1700 G Street, N.W., Washington, DC  20552 • (202) 906-6251 

 
December 14, 2001 

 
[                                    ] 
[                                                    ] 
[                                                 ] 
[                                                ] 
 

Re: Preemption of Iowa Laws Regulating Loan Fees 
 
Dear [                  ]: 
 

This responds to your recent letter on behalf of [                                                        
                                                                 ] (“Association”), a federal savings 

association.  In your letter, you request that the Office of Thrift Supervision (“OTS”) 
issue a legal opinion on whether federal law preempts the application to the Association 
of certain Iowa laws that regulate loan fees.  You indicate that the Association is a 
defendant in a lawsuit filed in the [                                                                               ] 
alleging that the Association has violated the state law provisions.  The Association has 
filed a [                            ] and a Motion to Dismiss in the United States District Court [            

                            ].  You have provided copies of various pleadings in this matter 
and we have reviewed them. 

 
The provisions at issue are Iowa Code § 535.8.2.a., which restricts, and 

§ 537.2501, which specifies, loan fees “lenders” may charge.1  Iowa Code § 535.8.2.a. 
restricts the “loan processing fee” on loans to purchase one or two family owner-
occupied dwellings to two percent of loan principal.  For refinances or assumptions with 
the same lender, the section limits the loan processing fee to a “reasonable estimate” of 
expenses for processing, but not to exceed one percent of the amount assumed or 
refinanced.  The section also allows a lender to charge a “commitment fee,” a “closing 
fee,” or both.  The statute does not define the terms “loan processing fee,” “commitment 
fee,” or “closing fee.” 

 
Iowa Code § 537.2501 specifies permissible fees in consumer credit sales, 

consumer loans, refinancings and consolidations of consumer loans, consumer leases, and 
consumer rental purchase agreements.  This section of the statute specifically allows a  

                                                           
1  The Iowa Code does not define the term “lender” for purposes of section 535.8.  It does, however, define a 
“lender” for purposes of section 537.2501 to include “a ‘person’ who makes a loan.”  Iowa Code § 537.1301(23).  A 
“person” means a natural person, partnership, individual, or organization.  Iowa Code § 537.1301(32). 
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