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A BILL FOR 

An Act to require the disclosure of finance charges <n connec
tion with extensions of credit. 

Be It Enacted by the GeneraZ Assembly of the State of Iowa: 
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Section 1. As used in this Act, unless the context other
wise requires: 

l. "Base amount" means the amount in a credit transaction 

in dollars of which tl1e debtor will have the actual use, or 

which will be or is paid to the debtor or to another person 

on behalf of the debtor or from which additional costs, 
charges, and fees are computed. 

2. "Closed end credit" means a credit for a specified 

amount which constitutes a combination of the base amount, 

permitted charges which are charged to the debtor, and the 

precomputed finance charge, and is payable in installments. 

The term does not include home mortgage or other credits in 

which the finance ~harge is not precomputed and stated as a 

dollar amount but 1s determined by the periodic application 

of a rate of finance charge to outstanding balances of the 
credit. 

3. "Superintendent" means the superintendent of banking. 

-~: 

4. "Credit transaction" means an extension of credit or a 

loan evidenced by an agreement, promissory note or other in

strument, whether sectired or not, under the terms of which a 

debtor undertakes or agrees to pay the debt at a stated time 

or over a period of time and for which the debtor pays or 

agrees to pay a finance, carrying, or other charge. 
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24 S. "Creditor" means the person who extends credit 1n a 

25 credit transaction either as principal or as agent and who re-

26 quires, as an incident to the extension of credit, the payment 

27 of a finance charge. 
28 6. "Debtor" r.1eans a person to whom or on behalf of v.·hom 

29 credit 15 primarily ~ranted or who is primarily obligated to 

30 pay debt. 
31 7. "Finance charge" means a charge made by a creditor, 

32 other than permitted charges, paid or payable directly or in-

33 directly by the debtor to or for the account of the creditor 

34 and incurred solely because the transactiOII is a credit trarJS-

35 action and includes: 

36 a. All charges which are not permitted charges and which 

37 are designed primarily to increase the gross yield to a credi-

38 tor in a credit transactio11. 

39 h. Charges for investigating the credit or collateral and 

40 for commissions or brokerage for obtaining the credit paid or 

41 payable by the debtor irrespective of the person to whom they 

42 are paid or payable. 
43 c. Charges for the cost of a credit transaction including 

44 interest, discount, or add-on, however such charges may be 

45 designated. 
46 8. "Official fees" mean the fees and charges prescribed by 

47 law for perfecting, releasing, or satisfying a security in-

48 terest in property related to a credit transaction which will 

49 actually be paid to public officials. 
50 9. "Organization"' means a corporation, business trust, 

51 estate, trust, partnership or association or any other legal 

52 entity but not a natural person. 
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10. "Percent per annum rate disclosure" meJns the disclo

sure required or made under the pro,·isions of this Act. 

11. ''Permitted charges" me«r. charges for services, expenses 

or tile like related to a credit transaction, not in excess of 

57 amounts permitted by applicable law, if any, which are requested, 

58 agrrcd to or approved by the debtor fer official fees or taxes: 
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60 

for insurance; for delinquency or collection or which otherwise 

arise by reason of action or default of the debtor; in home 

·• 

61 mortgage credits, customary brokers' fees and reasonable charges 

62 incurred for appraisal of the property, exa~ination of title 

63 and the marketability of security, drafting of security iilstrti-

64 rnents or documents and other customary closing costs; or which 

65 are of value to the debtor separate and apart from the granting 

66 of credit, are reasonable in relation to benefits to the debtor 

67 and constitute a type of charge or actual charges which have 

68 been filed with the superintendent and as to which the superin-

69 tendent has failed to notify the creditor 1n writing of objec-

70 tion within sixty (60) days after the filing. If paid, incurred, 

71 or financed by the creditor and not otherwise charged to or 

72 paid by the debtor, permitted charges may be added to or in-
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eluded in the principal of the debt. 

12. "Principal balance" means the sum of the base amount 

a11d permitted charges, if any, charged to the debtor. 

13. "Revolving credit" means credit granted pursuant to 

an agreement related to a loan of money 1n which the debtor 

incurs from time to time debt which may be payable in install· 

79 ments and in which the debts are debited to a running account. 

80 14. "Total loan balance" means the sum of the base amount, 

81 permitted charges charged to the debtor, if any, and the 

82 finance charge. 

1 Sec. 2. Except as othen;ise provided in section three (3) 

2 of this Act, this Act applies to any credit transaction in 

3 which: 

4 1. The debt incurred or to be incurred arises from a loan 

5 of mone~ or the rewriting or refinancing of a loan or loans. 

6 2. A finance charge is or may be payable. 

7 3. The principal balance of the debt at the inception of 
8 the transaction is twenty-five thousand (25,000) dollars or 
9 

a 10 .11 less. 

4. The creditor is in tl1c business or makes a practice of 

extending credit. 
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5. The debtor ~~ a nntur0l pC'r:-;un anC net <1n org.Jn.\z.ation. 

Sec. .<,. 

2 of t!Iis Act, the provisiOIIS of this Act sl1all not apply tn 

3 (rcdit transactions ~ith respect to which the debt is secured 

4 hy collateral consisti11g of acCO\Ints receivable, business 

5 ('y\.ti7l::;ci~t uz inve1~tory ar.d thE' \"C!]~,e of the collat<'r~:J is cqu.:tl 

6 t ~_, t1 s u 0 s t. <.1 r; t i :! 1 !' :-t r t o f t ! It"' J ::1 o u n i o f t lt c c! e b t :c.(' C" u r t (: . 

1 Sec. ~ . Unless tttc context cther~ise requires, ill1·oroatior! 

2 required to be gl\·cn to the debtor shall he in "ritii<g. Ttc 

3 a loan transaction in ~<hich then• JS more than one (lJ ,khtot, 

4 the obligation of the creditor to !urn ish infor~at Jon to the 

5 debtor shall he satisfied if the inlormation is supplied to 

6 only one (1) of tl1e debtors. The creditor may gi1c the debtor 

7 the i:->for;,ation rcquircd lw this \ct in a se4uence other than 

8 that stated. 1 f 1 n form at i 0 n to be given u n ;j e r sect 1, • L f i v e 

9 ! 5 1 of this .-':t is not :o1·a i lable to the crcdi tor at the t tmo 

10 of tl1e cons,Irration ~· tl:e transaction, t~0 creditor s~all 

11 give to the debtor: 

12 l. Prior tc or as part of the consu~::mation of the trans· 

13 action, the informatioti th«t is a\·0ilahle ar:J a reasor.ahle 

14 estimate of the percent per annum rate disclosure and eitl1er 

15 a reasonable estimate of tl1e dollar an:cunt of the !i~ance chnrge 

16 0r a simple stater.-.c:1t of the c.ethoti hy l<hic:h the a~o<;-,t of the 

17 '1na11Ce charge Wlll he <alciJlateJ a~d a rca•onable estJDate of 

lll t !1€' i-inlO~Illt of !h~ fir;;:.t:ct- charge prC' .. ~uced hy thJt :--~E'thnd on 

19 t~·pical princir::ll balances. 

l Sec. 5. 

2 1s r::ade or is to be r::Jdc, th~ creditor shall r\!lT'i~l~ ~0 t<1C' 

J Jl'htur prior to or :1~ J part l)~ thc- co:Jsumf"!.:Jt.i0r: 0: :!:(' trans 

4 ;:-:tio:J, a clc-Jr st~t('l!IC!It 111 ~\·ritirt_[, ~ettJ"lf~ :·,'!r~t., 1() th(> 

6 ,;n~i Jeg~IlJ.ticn:-: a~ J!Jct~· ~'t prc~cribcJ Ln ti:c c:.l:rc-r~::tt'~l,'e~;t 

7 t'·:.. !'oll0h"in;.: ~!IfC'rntaii0n: 
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1 • The hasc ar:out:t. 
7 The 3ggrcgatc charge to the debtor for insurance \·:i th 

a description of the tyne or tvpes of coverage in simnle ter~s. 

' T!-.e ..:mo:_:r:t of offici(-11 fees. 

1 The· a_mo~:nt oi ~~:her pcrr:itted cl:a:rucs, if .1r.:"·, ad!~eJ 

to or jncl~!-J:.-C 1n ~:ic· r;~nCl;_JC1l ''[ ~~e de~--t '\'ith :-1r; iteF·i~H· 

tion of each. 

17 S. The prir.cipal balance O\·:ed ,,·hich is the sum of iten•s 

18 one (1), tKo (2), three ('i], and four (4). 

19 

20 

6. The total fi~ar1cc charge. 

The percentage th:>t the finance: charge bears to the 

21 prj,~cipa.l balance, co:-:puted 1:1 accordan<.:e h"ith the annual 

12 flnD"cc charge fonr.lilJ or a forr.1ula aprnoved by the :;upert~-

23 ter.dcnt upon applic3tion of c. creditor. 

24 ~. The total loan balat:ce m>ed h\· the debtor to the credi-

25 tor "·hich lS the sur: 
,, o, items five ( s) ancl six ( 11 ) , the nur.'ber 

26 3nd amount of \.;eekly, r~onthly 0 ~: other insta11f7':C:nt p:':yn~C'!'itS 

2 7 and the t:iJTl(: of each p?.Vl"E'nt, in which i nforma t io:1 the amount 

28 anC times of i!lsta:lr7.ent ra.yr..cnts need not he separ~tely 

29 stated if dJltOt:nts cf ar1d t:i~:e betweer1 payments arc substan-

30 tially equal an~ the amount of the s~hed:•led final installmc~t 

31 pJymcnt ::Jay be stated as tlH· remair.ing unpaid hala.nce. 

l $('c. 6. ·;he printed materi:ll explaining tL~· percent per 

2 annu:·1 rate 0i.sclos:1re required to he ;;;iven to the <.Jebtcr \.w 

3 the previsions of section five (5), subsection se\·er• (") of 

4 this A~t shall be printed ir1 twelve (12) point bold face type. 

5 1 . Ir: a closed end credit transaction in wnich tl:c due 

6 date of a.ll or part of ••nc (lJ or more installmcr•ts is dc-

7 f~rred or ~xtended or in which the unpaid installments arP 

8 rest::tecl cr resc:Jcduiec to reduce or rearrange the in~tall-

9 Dent poy~:ent~. the crcd1tor shall give tl1c debtor the folloKing 

10 i~for;·:aticn at or ~efore rhe tioe the exten~i0n or defer~ent 
11 1s maue: 

3. Tht Hn,ount of the defer""'nt or extc>nsior. ch?.rge, if ar.v. 
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13 h. ·\ dr.-.cripti.o:~ the 

14 cJny, i:1cidcnt. t.r.C'rctc rtr.d an ite::~izatiO!l of sucl-: ch<1rgcs. 

15 c. Th<' rc1·iscd instilllmC"nt pavmcnt dates, 1f an·, "'".! the 

1 Se~. 

2 1 n a n i s .,) J d e ~- r ..: :3 t 0 :"' c ~a d c , 1 f d ~J 1· : n ~ a h j 11 1 r.;: .:.: \" .__- .1 r d c h t 

3 is incurred, pay::cnt is made :.~y the debtor, or l1J~'.i1itv to 

4 pa)· a finance or other charge is inc~t·reJ, t!1c creditor sl~all 

5 (urni.,IJ to the debtor r<ithin a reasor.ablc tir::c after the cnc 

6 of the billing cycle 3nd in accordance ,,·ith such additional 

7 rules and regulations a~ may be pn:>scrihcc !1y the supcrinter:· 

8 derrt, the following information: 

9 1 . The outstanding hale; nee at the> hcgi nr: 1 ng of t 1:c hi ll171g 

j O ( \. L j ( . 

11 2. l-'l!"rie' c!~:r1r.g t~C' t---illin~ cyc1c, C''<Llusive cf" :·;~,:nee 

12 chargr or other charges. 

13 3. A brief descriptiorl of the transact.ocs £1Vlng 1lse to 

14 Jccounting entries in a statement or in acce~panving sales 

15 slips, canccll ed checks or the 1 ike. 

16 4 . The amount of finance charge and cttrer charges det1ited 

17 duTit:; the billi1rg cycle. 

18 

19 

5 . 

6. 

The <Y.:tstandir:g balance at tt:<:> er.d of the bill in.Q cvcle. 

The a~ount ~<hich ::•ust currentJ\· be paid !J,· the d<?'otcr 

20 arod v.her: tr.e: .:1~ount mc;st be p;;id ir: order tc an;id delinouer.C\'. 

1 Sec . 8. In a revolvir•g credit trarrsHction involving n ]~an 

2 of ~oncy under this ;\ct, there shall ;;ppear in th·clll: (12) pGint 

3 boldface type on the a~reement and every statement of account 

4 a rec1taticTl of the si~ple interest per annum rnte thHt approxi-

5 T:'!Jtes most closel.v any fjnariCE> chargt: rate or rJt.es imposed. 

6 Such perccntHge rate shr.~l be- cor:tputcd either hy multi;;lyjr:£ 

7 t!:e pericdjc :ate c'f ch~-1rgc by the ntl;,;ber of pr:y~c:~t pt:=>rjods 

8 ir: a yc3r or !n: :~ form;11;; aprrc~.:c<.i hy the surer7r.te!H~e:tt t:;-;or; 

J(J cxi,tc,~cc <:~1 t!1e cffcct1v<: d::te of this .\ct the percent T'er 
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acnum rate disclosure required as to agreements by this section 

may be made in a separate notice mailed or delivered to the 
uebtor. 

Sec. 9. If a credit transaction subject to this Act is 

neither a closed e11d nor a revolving credit transaction, the 

creditor shall furnish to the debtor prior to or as a part of 

the consumr.!ation of the transactjon a disclosure of the finance 

charge rate in terms of a simple ann11al interest 

creditor states or calculates the finance charge 
ff the 

by a method 

other than a simple annual interest rate, the simple annual 

interest rate shall be computed either in accorda11Ce with the 

annual finance charge formula, or by multiplying the periodic 

rate of charge bv the number of payment periods in a year, or 

by a formula approved by the superintendent upon application 

by a creditor. 

Sec 10. ~o creditor shall in any advertisement, publica· 

tion, display, broadcast, solicitation, or representation, 

make any false, misleading or deceptive statement concerning 

ar1y ~inance, delinquency, or extension charge, or rate, or the 

sect>rity interest, collateral, terms, or conditions upon which 

it will make any credit agreement or finance the same. Any 

advertisement, publication, displav, solicitation or represen

tatiori containing a state~ent of a rate or rates of a finance 

9 charge, with respect to transactions suhject to section nine 

10 (9) of this Act as well as closed end and revolving credits, 

11 shall be expressed in terms of a simple annual interest rate. 

12 The simple annual ir1tercst rate shall be comp11ted: 
13 1. In the case of a closed end credit. in accordance with 
14 the an•111al finance charge formula. 

15 2. In the case of a revolving credit, by multiplying the 

16 periodic rate o~ charge by the number of payment periods 1n 
17 a ye-ar. 

18 3. lu either case, hy a formula appro\·ed hv the superinten-

dent upon application hv a creditor. 
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1 Sec. ll. The st•perintendcnt may prescribe from time to time 

2 st:ch rules ~nd regulations as may be neces~arv <JI pr<•per in 

3 carrying out the provisions of this Act. Jn prescribing rules 

4 and regulations with respect to any pnrtict1lar tvpe of credit 

5 transaction, the superintendent shall consider ~>hether in such 

6 trar1sactions compliaJJCe with the disclosure requirements of 

7 this Act is heing achieved under any other la~>. 

l Sec. 12. The failure of any creditor to disclose the in-

2 (creation required by tl1is Act shall bar his recovery of any 

3 finance, delinquencv, collection or refinar1cing charge, but 

4 shall not bar his right to recover from the debtor an amount 

5 equal to the unpaid principal balance or to realize upon the 

6 security and recover from the debtor an amount eq11al to thE 

7 11npaid principal balance less the r1et proceeds of any disposi-

8 tion of such security. 

9 The provisions of this section sl1all not apply to any vio-

10 lation which any creditor shall establish by a preponderance 

ll of the evidence to be the result of accident or bona fide 

12 error in: 

13 l. Any mathematical computation. 

14 2. The layout or format, size of type or order of clauses 

15 contained in any credit agreement. 

16 3. 1he failure to furnish to the debtor any statement re-

17 quired by this Act. 

1 Sec. 13. Any person who violates any provision of this 

2 Act shall, upon convtction, he subject to a fine or not more 

3 than five hundred (500) dollars or imprlsoilrnent for not more 

4 than six (6) months, or both such rine and imprisonment. 
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Amend Senate File 
l. Amend Section 

(14) the word "and" 
"or". 

430 as follows: 
four (4) by striking from line fourteen 
and inserting in lieu thereof the word 

5 2. Amend section five (5) by inserting in line nineteen ·. 
6 (19) ~fter the word "charge" the words "or the percentage that: .:.J 
7 the f~nance ~harge bears to the principal balance, computed in ' 
8 accordance w~th the annual finance charge formula or a formul 
9 approved by the superintendent upon application of a credito ~ .::', 

10 3. Amend section five (5) by striking all of subsection r ·~, 
11 seven (7). 
12 4. Amend section five (5) 
13. (8) in l·io01. twenty-four (24) 
14: .. - 'the f i:lm re 'seven..· ( 7) •. 

by striking the figure eight 
and ·.i:n·s.er·ting· i'tl· :lieu ther.eof . ' ' ...... ·--.... ;.... 

,., - .. 
.. ,.1 

; --:1~-- "S•i: Amend :section· six (6} by 
-·. 16 the ·words "required to be" and 

17 word "when". 

striking from:; I i ne two ( 2) 
inserting in lieu thereof the 

1 
2 
3 
4 
5 
6 
7 
8 
9 

18 6. By striking section eight (8). 
19 7. Amend ciection nine (9) by inserting in line five (5) 
20 after the w()rd "charge'' the words "or ~he finance charge". 
21 8. Amend section nine (9) by striking from line six (6) 
22 the words "states or". 
23 9. Further amend by renumbering the remaining sections 
24 in conformity with this amendment. 

Filed 
March 15, 1967 By REPPERT 

Amend Senate File 430 as follows: 
1. By striking from line fourteen (14) of section four (4) the 

word "and 11 and inserting in lieu thereof the word "or". 
2. By inserting in line ninteen (19) of section five (5) after 

the word "charge" the words "or the percentage that the finance 
charge bears to the principal balance, computed in accordance with 
the annual finance charge formula or a formula approved by the 
superintendent upon application of a creditor". 

3. By striking all of subsection seven (7) of section five (5), 
and renumbering the remaining subsection. 

4. By striking from line two (2) of section six (6) the words 
"required to be" and inserting in lieu thereof the word "when". 

5. By striking section eight (8). 
6. By inserting in line five (5) of 

word "charge" the words "or the finance 
7. By striking from line six (6) of 

"states or". 

section nine 
charge ... 
section nine 

(9) after the 

(9) the words 

~: 10 
11 
12 
13 
14 
15 
16 
17 
18 8. By renumbering the sections in conformity with this amendment. 

Filed 
April 25, 1967 By REPPERT 



1 Amend Senate File 430 as follows: 
2 1. Strike all of Section 1, subsection 2, and substitute 
3 in lieu thereof the follow: 
4 "2. "Closed end credit" means a credit transaction 
5 in which the base amount and the maturity of the debt are 
6 determined at the time of the extension of credit and the 
7 debt. is payable in installments." 
8 2. Amend Section 1 by adding the following additional 

· .. :.:. 9 subsection: 
:·,;;c;r·To . "15. ·u~nnual fina.nce charge f.ormula" means the 

:f"''ll·•"method fo·r converting· a dollar finance charge into a· percenta.ge 
·')Y3;·l2 rate. The' formula assumes that (a) .all schedul.ed installments 
~"'7 13 of a credit transaction are equal-:- p'ay,ibie at equal intervals, 
·~ 14 and fall on due dates which are the same day of each month or 
, 15 other payment period as that on which the agreement is entered 
~~ 16 into and (~) the debtor makes all payments at che times and 

17 in the amounts scheduled. Based upon these assumptions, the 
18 "annual finance charge formula" is: 2 PC 
19 R ; 
20 --~A~(~~--+~17) 

21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 

R equals the percentage rate. P equals the number of payment 
periods in one year (always twelve if monthly payments, four if 
quarterly payments, and fifty-two if weekly payments). C equals 
the finance charge. A equals the principal balance to be paid 
by the debtor. N equals the number of installments. Except as 
otherwise provided, a variance tolerance of one percent per 
annum in the percentage rate is hereby authorized in computa
tions under this formula.'' 

3. Strike all of Section 5, subsection 6, and substitute 
in lieu thereof the following: "6. The total finance charge 
or planned finance charge." 

,,,,, 3 4 
·:-, 

4. Amend Section 5, subsection 8, by inserting the fol
lowing after the word "balance" in line 24: "or planned total 
loan balance 11

• 
.;.: 
'. 35 5. Amend Section 9 by striking the words "or by multiplying 

the periodic rate of charge by the number of payment periods in 
a year," in lines 9 and 10. 

36 
37 

Filed 
April 26, 1967 By COMMERCE COMMITTEE 


