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Approved 

A BILL FOR 
An Act relating to the finance charges permitted in open-end 

cr~dit accounts including credit cards and retail credit 

sales, 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IowA: 

SENATE FILE 2366 
H-6S12 , Amend Senate Flle 2366 as passed 

as follows: by the Senate 
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1. Page 1. by striking ,line 4 and 1nSertlnq ln 
lieu thereof the following: • 
to one and one-half", exceed an amount e~ual 
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2. Page 1, Ilne 17, by t k tlons" d s rl 1ng the word "subsec-
sectlon~~ 1nsertlng in lieu thereof the word "sub-

3, PagE- 1. bv Strlk.'nc. 11'nec. 21 
J • thro.o:"" JfI 
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1 Section 1. Section 537.2202, subsection 3, Code 1983, 

2 IS amended to read as follows: 

3 3 . If the billIng cycle is monthly, the charge may not 

~,:,~4 exceed an amoUl.t equal to one ClPl6-aRe-ftCl:j,! po;nt sixty-five 

percen~ ef-~ftCl~-~a~~-e£-~Re-~ClH~~~M-8me~Rt-~~~9~aRt-~e 

B~~eet~eR-~-wft~eR-~8-£~ye-ft~ft6~ea-aellaE8-e~-:j,ess-aRa- eHe 

ClPl6-eRe-fe~~~R-~e~eePl~-ef-~Ra~-p8~t-~f-tke-~aK%m~m-ame~Plt 

wR~eR-~s-~e£e-~RaR-f~ye-RttRa~ea-8ella~B. If the billing cycle 

is not monthly, the maximum charge for the billing cycle shall 

bear the same relation to the applicable monthly maXlmum 

charge as the number of days in the billing cycle bears to 

three hundred sixty-five div1ded by twelve. A bliling cycle 

is monthly if the clos1ng date of the cycle 15 the same date 

each month or does not vary by more than four days from the 

regular date. 
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Sec. 2. Sectlon 537.2402, Code 1983, is amended by add1ng 

the following new subsections: 
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NEW SUBSECTION. 5. Notwithstanding any other provis1on 

of this chapter or chapter 535, a creditor may contract for 

and receive a finance charge without lim1tation as to amount 

or rate with respect to a loan pursuant to open-end credit 

obtained pursuant to a credit card issued by the creditor 

which entitles the cardholder to purchase or lease goods or 

24 serVIces from at least one hundred persons not related to 
, 25 the card issuer. 

t 
~"l26 NEW SUBSECTION. 6. If the differential treatment of this 

27 section based on the number of persons honoring a credlt card 

28 is found to be unconstitutional, a creditor may contract for 

29 and receive a finance charge not to exceed twenty-two percent 

30 per year for a loan pursuant to open-end credit. 

31 Sec. 3. section 537.3205, subsection 2, Code 1983, 1S 

32 amended to read as follows: 

33 2. Unless authorized by a-~~ev~B*eR-8f this chapter or 

34 unless agreed to by the consumer, He ~ creditor shall not 

35 change t.he terms of an open end credit account, with respect 
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1 to aRY ~ balance incurred before the effective date of the 
2 change, which results in an increase of the rate of the finance 

J charge or other Chal"ge 0;;: an increase in the amount of a 

4 periodic payment due, or which otherwise adversely affects 

5 the interests of the consumer with respect to s~eR the balance. 

(, The use by the consumer of an open-end account after the 

7 effective date of the change constitutes the agreement of 

8 the consumer if the consumer is notified as provided in 

9 subsection 1 that the use will constitute the agreement of 

10 the consumer. 

11 EXPLANATION 

12 This bill increases the maximum finance charge allowed 

13 for certain consumer credit transactions pursuant to open-

14 end credit. Section 1 provides that for consumer credit sales 

15 made pursuant to open-end credit that the maximum allowable 

16 finance charge is one point sixty-five pel"Cent per month" 

17 Section 2 provides that if a creditor issues a credit card 

18 which entitles the cardholder to purchase or lease goods or 

19 services from at least one hundred persons not related to 

20 the caJ:d issuer. then the credi tor may contract and l·ecel ve 

21 any finance charge on the account. If the dlfferential 

22 t.l"eatment is held unconstitutional. then the finance charge 

23 shall not exceed twenty-two percent per year for a loan 

24 pursuant to open-end credit. 

2S Section 3 also provides that a consumer who uses an open-

26 end credit account shall be deemed to have agreed to a change 

27 of terms on the account if the consumer has been notified 

28 of the change and the use will constitute agreement to the 

29 change. 

30 This bill becomes effective July 1 following enactment. 
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All ACT 

kl:::LNtlNC 'to TIrE FINANCE CHARCE:> PERtH'Tl"k.l> W OPEN-flW CREDIT 

AC<:OmITS INCI,UDING CRl:DIT CA~OS AND lU.JAIL C~F.DJT SALES. 

Bt:: IT ENACTED BY nu: GENERAL ASSF:fiBI.Y OF TUE :''TA'rt:: OF lOW ..... 

S~ctlOtl 1. Sect10n S)7.220i, f;ldl~t:'ction 3. Cc,d'': lC}tl3, 

1£ a~~nded to read a~ fol lows; 

3. If th~ blll1nq cycle i~ /'I'Ionthly, thl~ dlollq~ lTIay not 

exc~ed ':'11 .:lIfl01Jnt €,<}\I.:ll t.o one .",4-e,,"-ftll~f p01nt H1X.t.:i:.r)"'I~ 

rl't c~n t P)# - thet - ,.rt -e f- .~~-"IU( un •• -t'!!1IeJ"ftt· J!Ht U, "."''' - ,,­

~~h"~elteft.r-wh9fth·t.-(tye-h""~.~~·~el'~p"-et-le5e-.,,,d-.fte 

""oj. f'h~- fe'll' th-rpJ'eeftt -el .. U\at -,.11' t, -ef .. th~- 'Ill" t ..... · Cl.~ ... "t 
Wht~ft-9 .. - .. _r~ .. U\8"-hYe-"'"",d.e~-4e~9.ttl. If t.h~ blll1llQ cy~le 

, 
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~t!fldt.<e F'll~ 2J&I.>. P . .2 

if> not D'lonthly. the r"I.li)l.llDUIn <.h,llqe f01 the bllllnQ cycle shdl1 

beat' the !>.uu· rf'l.1tloJl to t.he .11'plH.abll..: trlonthly lTIaXlI'Ilum 

ch.uqe <\5 the nUl7lhet' of days lO the blillng cycle l>ear::. to 

three hundred clXtY~{l\'e divldcd by t .... elv(~. A bllllllq cycle 

18 rnonthl~' If the ClQ.!J10q d.\tfO vf tJH! cyc.le lS t.he ,>arne dAte 

eeleh rnonth or doe.s not vary by MQt"{! t.tliln loul .j<.lys tcOI'tl the 

regular cUte. 

Sec. 2. Sec:tlon ~37.;·10;". Code 1983, U c\1I'Iended b1" addloq 

the (0110w1nq new sub6ectlons: 

rn."",._s~;:;}:~c;.r..LQ!!. ~. Notwllhr.tandlnq .. my other "lovislon 

of thlG ch~ptel or chapter ~3~. a creditor may contJact for 

and reCelye 4 [loance ch.U'qe wlthout luailatlon a& to d.fQount 

or t"tt- with respect t·) .:. loan p\.Ill:>u .. mt to ope:1-erod cl'cdlt 

obt.un~d pursuant to a credit cdcd l~su~d b}' the cr~dil')l 

which cntlt.leR UII~ clIldholdet· to purchase 01' il'ase qoods or 

5erVl(;f.~5 Croll! at least one hundred persolU; nt'l relc!lt~d to 

the cal'd If;6Ut't. 

~EW.SUBSECTION. 6 If the dlfferent1al l,ca~nt of lh1B 

sect10n ba-;ed on tho nUlllbcr of pen.ons hOllor1ng a Cl"(:dlt card 

is found to be unconstitut'.ional. a creditol fIIIay <:Qnt.la<.t fOl 

.. od receive a !lnanc~ (~har9C 11.)t to exceed tWI~nty-tvo pelcent 

p(~r yt',lr tor .l 10ao pursuaot to op~n-('tld c:red1 t. 

Sec. 3. S(~c:tlon S31.3l0~, sub!Jectiotl ), Code ]983, 11' 

~ended to read as follo~s: 

). IJnle~s duthorl1'.cd by a-J'PflYt1tu.t\-el tha chapter !'; 
unll!t\1' olqJ 1.~.Cd: _~C?, .bl'. th~ t"OIl~umC'r, "'.- !! crl~d 1 t,OI' flhllll !}£>~ 

chanqe the t('rll\S or <'In open ~nd credit clCCO\,mt, with respct"t 

to ."Y ~ balance 1nC111 red b(>foff~ th<" ef {(:':t Lye date of thl!' 

<:hanq~, vhtc:h result'l 10 an 1n<.rea.5e of the rdtt: of th,' t1Il,lnc:~ 

charge or ot he r (:hl'll qe 01 an iI1Cn~dSf" In the .11'1'l0unt 0 ( i, 

pC[lodic: Pdytl'1l..'ot dut". 01 ",hlch <>ther""1"~ .liN~I's~ly alCects 

th{' int'!re ... ts of t.he- COn5\Ja1el 'J1lh les~·et"t 1,0 .\i.e'" thr. t).'\l.lnce. 

TIl~ .. uGe b}' .~e~o~1!'~u~.r .. 2f_~11 ol,efl-I~Il~ .d(:CO...!!.!.!t_~J..!:r.r t.h~ 

r:ffoct1ve d.lt.~ of the Ch"'fl9~ c.on.!'~!.~\ltl'.s. tlle29..1f"ClOe.llt.Q! 

th~ cOl)su~~r_l..L.!..!".! .. C~.1)5\Ua..,!1 ~ ~ot 1 t.1~4~roVld(:E~ 
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Senate File 2366. P. 3 

subsection 1 that the use will constItute the agreement of 

the consumer. 

CHARLES P. MILLER 

President Pro Tempore of the 

Senate 

DONALD D. AVENSON 

Speaker of the House 

I hereby certify that this bill originated in the Senate and 

IS known as Senate File 2366. Seventieth General Assembly. 

K. MARIE THAYER 

Approved 
~ --;::::) Secretary of the 

~~~~~~~~~~ .. 1984 

Senate 

TERRY E. BRANSTAD 

Governor 
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