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A BILL FOR

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

credit accounts including credit cards and retail credit

1
2
3 sales.

4 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
5
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H-6512 SENATE FILE 2366

Amend Senate File 2366 as ,
as follows: as passed by the Senate

l. Page 1., by strikin '
: ' g line 4 and inserting
lieu thereof the following: * 3 1n
g: exceed a
tC oOne ang One-half", n amount equal

2. Page 1, lane 17, by straiking the word "subsec-

3.
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Page 1, by strakinc lines 24 throxc™ 3§
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Code

Secticn 537.220z, subsection 3,

Section 1. 1983,
15 amended to read as foliows: .

1

2

3 3. If the billing c¢cycle is monthly, the charge may not
7724 exceed an amount equal to one ard-ene-Balf point sixty-five

5

6

percent ef-that-part-ef-the-manimum-amount-purssant-te
subseetior-2-whieh-28-£ive-hundred-detlars-ex-iess~-and-ene
7 and-ene~fourth-pergent-ef-that-part-of-the-marimum-ameunt
8 whieh-~:3-mere-than-£frve-handred-dettars. If the billing cycie
S 1s nct monthly, the maximum charge for the billing cycle shall
1G bear the same relation to the applicable monthly maximum
11 charge as the number of days in the billing cycle bears to
12 three hundred sixty-five divided by twelve. A billing cycle
12 1s monthly 1f the closing date of the cycle is the same date
14 each month or does not vary by more than four days from the
15 regqular date.
16 Sec. 2. Section 537.2402, Code 1983, 1s amended by adding
-2 17 the following new subsections: )
18 NEW SUBSECTION. 5. Notwithstanding any other provision
19 of this chapter or chapter 535, a creditor may contract for .
20 and receive a finance charge without limitation as to amount
21 or rate with respect to a loan pursuant to open-end credit
22 obtained pursuant to a credit card issued by the creditor
23 which entitles the cardhoider to purchase or lease goods or
24 services from at least one hundred persons not related to
25 the card issuer. .
;5226 NEW SUBSECTION. 6. 1If the differential treatment of this "
27 section based on the number of persons honoring a credit card 2
28 1s found to be unconstitutional, a creditoer may contract for e
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 $37.3205, subsection 2, Code 1983, 1s

32 amended to read as follows: .

33 2. Unless authorized by a-previsien-e£ this chapter or

34 unless agreed to by the consumer, me a creditor shall not

change the terms of an open end credit account, with respect .
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to amy a balance incurred before the effective date of the
change, which results in an i1ncrease of the rate of the finance
charge or other charge or an increase in the amount of a
periodic payment due, or which otherwise adversely affects

the interests of the consumer with respect to sweh the balance.
The use by the consumer of an open-end account after the

effective date of the change constitutes the agreement of

the consumer if the consumer is notified as provided in

subsection 1 that the use will constitute the agreement of

the consumer.

EXPLANATION

This bill increases the maximum finance charge allowed
for certain consumer credit transactions pursuant to open-
end credit. Section 1 provides that for consumer credit sales
made pursuant to open-end credit that the maximum allowable
finance charge is one point sixty-five percent per month.

Section 2 provides that if a creditor issues a credit card
which entitles the cardholder to purchase or lease goods or
cexrvices from at least one hundred persons not related to
the card issuer, then the creditor may contract and receive
any finance charge on the account. If the differential
treatment 1s held unconstitutional, then the finance charge

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

24
25

27
28
29
30
31

33
34
35

pursuant to open-end credit.

Section 3 also provides that a consumer who uses an open-
end credit account shall be deemed to have agreed to a change
of terms on the account if the consumer has been notified
of the change and the use will constitute agreement to the
change.

This bill becomes effective July 1 followling enactment.
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SENATE FILE 2364

AN ACT
KELATING TO THE FINANCE CHARCES PERMITTED [N OPEN-FND CREDIT
ACCOUNTS INCLUDING CRED1T CARDS AND RETAIL CREDIT SALES.

BE 1T ENACTED BY THE CENERAL ASSFMBLY OF THE STATE OF [OWA:

Section 1.  Section 537.2202, subwection 3. Code 1983,
15 amended to read a+c follows:

3. I!f the billing cycle is monthly, the charge may not
exceed an amount equal to one amd-ena-half point sixty-five
peicent ef-that-part-of-the-mapirul-aNouat-pursuant-te
auhuection-2-vherah-to-frve-hundred-deliarn-or-lesa-and-ene
ARd-mne-fourth-pereeat-o4-that-part-of-the-MaAntRum-amawnt
wheeR-+a-morc-than-Etve-hundred-dedtate. If the billing cycle

Senate File 2366, P, 2

if not monthly, the maximum chaige for the billing cyele shall
bear the same relation to the applicable wmonthly maximum
charge as the numbet of days 1n the billing cycle Lears to
three hundred sixty-five divided by twelwe. A billing cycle
18 monthly 1f the closing date uf the cycle 18 the same date
each month or does not vary by more than tour Jdays trom the
reqular date.

Sec. 2. Section %37.:407, Code 1983, 18 amended by adding
the following new subsectlions:

NEW SUBSECTIGN. S. Notwithstanding any other piovision
of thls chapter or chapter %3%, a creditor may contract for
and receive a finance charge without limitation as to amount
or rate with respect to a Joan putsuant to open-end cicdit
obtained pursuant to a c¢redit card 1ssued by the creditor
which entitles the cardholder to purchase or leasce goods or
scrvices from at least one hundred persons not related to
the card 1ssuct.

NEW _SUBSECTION. & If the dafferential treatment of this
section baced on the number of persons honoring a credit card
is found to be unconstitutional, a creditor may contract for
and reccive a finance c¢harge not to exceed twenty-two percent
per year for a loan pursuant to open-end credit.

Sec. 3. Scection 537.320%, subsection 2, Code 1983, 1%
amended to read as follows:

2. Unleus authorircd by a-prevesron-of this chapter or
unlens agreed to by the consumer, me a creditor shall not
change the torms of an open cnd credit account, with respect
to amy a balance 1ncurred before the cf fertive date of the
change, which rexults 1n an 1ncrease of the rate of the tinance
charge or other charge ot an increase in the amount of a
periodic payment duc. ot which otherwiss adversely affects
the interests of the consumer with respect 10 sueh the balance.
The_use by the consumer of an open-chd account_after the

the consumer 1 { the consumer _1s notified as provaided in
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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

1s known as Senate File 2366, Seventieth General Assembly.

K. MARIE THAYER

/;;5%;1#91- ;;EQ Secretary of the Senate
Approved ., 1984
J

TERRY E. BRANSTAD
Governor




