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An 

BE 

SENATE FILE '1~02 
BY COMMITTEE ON COMMERCE 

(SUCCESSOR TO SSB 195) 

Act relating to credit transactions by changing the maximum 

service fee on loans by industrial loan companies, by changing 

the maximum finance charge for certain consumer loans pursuant 

to open-end credit, and by changing the maximum finance charge 

on consolidations of consumer credit transactions. 

IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA: 
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S.F. H.F. 

3l-i:l~ ~ al.Q_~ 
1 Section 1. Section 536A.23, subsection 2, Code 1989, is 

2 amended to read as follows: 

3 2. Charge, receive or collect in advance a service charge 

4 in excess of one dollar for each fifty dollars of the amount 

5 of the note, nor in excess of a total of ~orty one hundred 

6 twenty dollars. The service charge authorized by this section 

7 shall not be eharged,-eontraeted-£or,-eolleeted-er-reee±~ed-on 

8 any-loan-wh±eh-±~-renewed-or-rewr±tten-w±th±n-~±~-month~-o£ 

9 the-date-o£-the-or±g±na±-note7-nor-on-that-part-o£-a-new-loan 

10 made-to-the-~ame-borrower-by-the-~ame-eompany-wh±eh-±~-tt~ed-to 

11 d±~eharge-a-pr±er-±oan-made-to-the-~ame-borrower-by-the-~ame 

12 eompany subject to rebate upon prepayment, and shall be ful}y 

13 earned when the loan is made. 

14 Sec. 2. Section 536A.31, subsection 3, Code 1989, is 

15 amended to read as follows: 

16 3. A provision of the Iowa consumer credit code, chapter 

17 537, applicable to loans regulated by this c~apter supersedes 

18 a conflicting provision of this chapter. However, section 

19 536A.23, ~ttb~eet±on subsections 2 and 5L ±~ ~ not superseded 

20 by the Iowa consumer credit code. 

21 Sec. 3. Section 537.2402, subsection 3, Code 1989, is 

22 amended to read as follows: 

23 3. If the billing cycle is monthly, the charge may shall 

24 not exceed an amount equal to one and ~ne-hal£ three-fourths 

25 percent of that-part-o£ the maximum amount pursuant to 

26 subsection 2 wh±eh-±~-£±~e-httndred-do±±ar~-or-±e~~-and-one-and 

27 one-£ottrth-pereent-o£-that-part-o£-the-ma~±mttm-amotlnt-wh±eh-±~ 

28 more-than-£±~e-htlndred-dollar~. If the billing cycle is not 

29 monthly, the max1mum charge for the billing cycle shall bear 

30 the same relation to the applicable monthly maximum charge as 

31 the number of days in the billing cycle bears to three hundred 

32 sixty-five divided by twelve. A billing cycle is monthly if 

33 the closing date of the cycle is the same date each month or 

34 does not vary by more than four days from the regular date. 

35 Sec 4. Section 537.2505, subsection 3, Code 1989, is 
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1 amended to read as follows: 

2 3. If all debts consolidated arise exclusively from 

3 consumer loans, the creditor may contract for and receive the 

4 finance charge permitted by the provisions on finance charge 

5 for consumer ±eaft~ credit sales pursuant to open-end credit 

6 pursuant to section 537~z48± 537.2202. If the debts 

7 consolidated include a debt arising from a consumer credit 

8 sale, ±fte±tld±ftg-a-traft~aet±eM-ptlr~tlaftt-te-a-±eftcler-ered±t-eard 

9 and the aggregate amount financed resulting from the 

10 consolidation includes at least three hundred dollars arising 

11 from a contemporaneous consumer loan after deducting any 

12 additional charges under section 537.2501, the amount of the 

13 finance charge is governed by the provisions on finance charge 

14 for consumer credit sales in section 537.2201. 

15 EXPLANATION 

16 Section 1 allows an industrial loan company to collect a 

17 service charge of up to five percent of the amount of the 

18 note. Currently such service charges are limited to one 

19 dollar for each fifty dollars of the loan (2%), but limited to 

20 a maximum of forty dollars. The service charge is not subject 

21 to rebate upon prepayment, and is fully earned when the loan 

22 is made. Other limitations are struck. 

23 Section 2 provides that section 1 of the bill is not 

24 superseded by the Iowa consumer credit code. 

25 Section 3 allows a periodic rate of up to one and three-
1 26 fourths percent per month on consumer loans pursuant to open-

27 end credit. The current rate is one and one-half percent on 

28 the first five hundred dollars and one and one-fourth percent 

29 on any additional moneys. 

30 Section 4 allows the finance charge permitted for consumer 

~1 credit sales pursuant to open-end credit (19.8%) for a simple 

~2 consolidation loan or the finance charge for consumer sales 
'· p3 (21%) when a consumer credit sale is part of a consolidation 

~4 of consumer credit transactions and the aggregate amount 

35 financed resulting from the consolidation includes a new loan 
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1 of at least three hundred dollars. 
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SENATE FILE 462 
S-3414 

1 Amend Senate File 462 as follows: 
2 
3 
4 
5 

l. By striking everything after the enacting 
clause and inserting the following: 

"Section 1. Section S36A.23, subsection 2, Code 
1989, is amended by striking the subsection and 

5 inserting in lieu thereof the following: 
7 2. Charge, receive, or collect in advance, a 
8 service charge in excess of one dollar for each fifty 
9 dollars of the amount of the note, not to exceed a 

10 total of one hundred twenty dollars. 
ll Sec. 2. Section 537.2402, subsection 3, Code 1989, 
12 is amended to read as f~llows: 
l3 3. If the billing cycle is monthly, the charge may 
14 shall not exceed an amount eaual to one and ene-haif 
l5 sixty-five hundredths percent of that-~a~t-ef the 
16 maximum amount pursuant to s~bsection 2 whieh-i~-five 
17 h~ne~ed-deiia~~-e~-~e~~-and-ene-and-ene-fetleth-~eeeent 
18 of-ehoe-oart-ot-t~e-~ax±m~m-e~e~~t-w"±eh-±~-~ore-th~n 
~9 f±ve-htlnde~d-de±±a~~. If the billing cyc:e is not 
20 monthly, the max1mum charge for the bil.lng cycle 
21 shall bear the same relation to :he applicable monthly 
22 maximum charge as the number of days in the billing 
23 cycle bears to three hundred sixty-five d1vided by 
24 twelve. A billing cycle ~s monthly if the closing 
25 date of the cycle is the same date each month or does 
26 not vary by more than four days from the regular ddte. 
27 2. Titce page, by stiki~g lines 4 t~ough 5, ar.d 
28 inserting the following: ''to oper.-end credit.'' 

By .:;"QE WELSH 

sNW1:cJrL3~3~; Cf'uY0 / . '1-

- . -+o-¥1!.DiY'&~1\ 3- 31-f'fl (f -1 b 0 
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SENATI:: FlLF 462 

AN ACT 

REt.kTING 1'0 CRT.l'llT TRAN'S:\CTTONS BY CHM.'GING :'tiE H.AXI.'-IUH SE:RVICF; 

f'l:F. ON LOANS A'i INUUS'l'·RIAL LOAN COXPMilES, 8\' CHI\A~;IUG tUE 

MXli-UJM riNANC£ CHARGf: fOR CERTAIA' CONSUM2R LO.t..~.'S PUHSUMH 

Tr) OPf.N-E:tm CRt:Dl't'. 

A~ C? f.NACTLO R'!' 1'ff!: Gt:Nf.R;\1, ASSEMBLY OF THE STATE OF' IOI•iA: 

S~c:ti:"Jn 1. St!C:tiOI~ ~d6A.2.l, :~ubuection 2, Cod~ 1989, 1a 

i\I"'".~C>oded by striking tht· s~...bsection ana inserting in lieu 

thereof the following: 

2. CharqEO, reCPi.v~, or collect in adv,lnce, <1 ser·:ice 

charge 111 excess of 0:1e doll.iH for each flfty dc!\lars of the 

amcunt of the note, not to f..>xceed a total of one lh1:1rlred 

twenty dcli.ars. 

Sec. 2. Sect:.ion 537.2402, subsecnon J, C.;.rl~ l'J89, ts 

amended to read ~:.; follows: 

3. If the bi.llinq cycle is monthly, the char9"-' 1"1~)' ~.alJ. 

r.ot e..:ceed <~n d/1\0Unt .:-qu,-.1 lc on~ and ot'le-1'18H P0.ty_:f!...Y._e 

h_';!ndr~l~::! pe-rcP.nt: •Jf tMttt-pt~tt··of thP. /1\..lX.irr.urr. r~rnoun~. pursuant 

tu !htb~;ec:-tL-,n 2 w!'tteh· t~-ft.,e-ht\ndTf!d-doH·~r!l-or-·b<~~~ ·end-ot'le 

and -ol'le- fo1:2rt-l'l -perc-en~ -ef- tl'lttt -~ rt -~·f -tl'le-~.11'< :i-l"'ttl"'-tl:fl~l:!l'lt" 

vhi:eh-is-11\::)r~-tl\el'l··fi'l'e-hond:red-d~Hers. lf th~ 01lltr.9 cyclt· 

ia not rr~nthly, the rr.~xt~un ,;h~rge tor th~ billing cycle shall 

bt.>ar the t.arre- n·!Ji!.l< .. H) to the <1pplicablt~ rr.:)nt.hly r"ilxlmurn 

c:h<H9t' a~ t."roe nutni'A~r c,f days in the bil.lin9 cycle- bE.'ars to 

t:hree hundre-d SLxty-ftve diviJed by t.velve. A bil~inq 1:rcle 

1S monthly 1f the cl:lS1ng (late of thP cycl~ iz th~ sa~~ 1latP 

- " S~nate Y~l~ 462, p. 1 

eJIC'h nonn1 c:r drJI .. S r~ot v.1~y h/ :norc :fl..tn tm.r Cdyf> f: ~;)r"' t.he 

requ~.::.r dat.•~. 

~0 ANN Z!~~£RMAN 

?:l!~id~r\t of UJf• s~·natt~ 

.YJNAI.O 0. AVENSON 

Speaker of thP Hous1~ 

I hereby certify ttat this bill orlginnt~d in the Sen~te and 

lS known as Senate F!le 462, Se~enty-third G~nerai Assembly. 

... , ...• ~.J' 
'l'P.~:R""i F.. BRAt~SV•.D 

Governor 

JOHN £', C-"HYHR 

SPcretary of the S~nate 

1989 
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