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A BILL FOR

An 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.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 536A.23, subsection 2, Code 1989, is
amended to read as follows: |

2. Charge, receive or collect in advance a service charge
in excess of one dollar for each fifty dollars of the amount
of the note, nor in excess of a total of ferty one'hundred
twenty dollars. The service charge authorized by this section
shall not be eharged;-eontracted-fer;-eoltiected-or-received-on

any-toan-which-ts-renewed-or-rewritten-within-stx-months-of

the—date—ef%the—eriginai-nete7-ner—en—that-part—éf—a—new—ioan
made—te?the—same?borrewer—by—the-same—cempany—which—is—used—to
diSchafge-a—prief—%ean~made—to~the-same—berrewer—by—the—same
eempany subject to rebate upon prepayment, and shall be fully
earned when the loan is made.

Sec. 2. Section 536A.31, subsection 3, Code 1989, is
amended to read as follows: ‘ |

3. A provision of the Iowa consumer credit code, chapter
537, applicable to loans regulated by this cnapter supersedes
a conflicting provision of this chapter. However, section

536A.23, subseetion subsections 2 and 5, s are not superseded
by the TIowa consumer credit code.

Sec. 3. Section 537.2402, subsection 3, Code 1989, is
amended to read as follows:

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

not exceéd an amount equal to one and ene-haif three-fourths

percent of that-part-ef the maximum amount pursuant to
subsection 2 which—is—five—hundfeé—doiiars—ef—iess—and—ene—and
ene-fourth-percent-of-that-part-of-the-maximum-amount-which-ts
more-than-five-hundred-dottars., If the billing cycle is not
monthly, the maximum charge for the biiling cycle shall bear
the same relation to the applicable monthly maximum charge as
the number of days in the billing cycle bears to three hundred
sixty-five divided by twelve. A billing cycle is monthly if
the closing date of the cycle is the same date each month or
does not vary by more than four days from the régular date,

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

3. If all debts consolidated arise exclusively from
consumer loans, the creditor may contract for and receive the
finance charge permitted by the provisions on finance charge
for consumer teoans credit sales pursuant to open-end credit
pursuant to section 537-246% 537.2202. If the debts

consolidated include a debt arising from a consumer credit
sale, tnretuding-a-transaetion-pursuwant-to-a-tender-eredit-ecard
and the aggregate amount financed resulting from the

consolidation includes at least three hundred dollars arising

from a contemporaneous consumer loan after deducting any

additional charges under section 537.2501, the amount of the

finance charge is governed by the provisions on finance charge
for consumer credit sales in section 537.2201.
EXPLANATION

Section 1 allows an industrial loan company to collect a
service charge of up to five percent of the amount of the
note. Currently such service charges are limited to one
dollar for each fifty dollars of the loan (2%), but limited to
a maximum of forty dollars. The service charge is not subject
to rebate upon prepayment, and is fully earned when the loan
is made. Other limitations are struck.

Section 2 provides that section 1 of the bill is not
superseded by the Iowa consumer credit code.

Section 3 allows a periodic rate of up to one and three-
fourths percent per month on consumer loans pursuant to open-
end credit. The current rate is one and one-half percent on
the first five hundred dollars and one and one-fourth percent
on any additional moneys.

Section 4 allows the finance charge permitted for consumer

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

. consolidation loan or the finance charge for consumer sales

(21%) when a consumer credit sale is part of a consclidation

- of consumer credit transactions and the aggregate amount

financed resulting from the consolidation includes a new loan
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of at least three hundred dollars.
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amend Senate File 462 as follows:

L. By striking everything atter the enacting
clause and inserting the following:

"Section 1. Section S536A.23, subsection 2, Code
1989, 1s amended by striking the subsection and
inserting in lieu thereof the foilowing:

2. Charge, receive, or collect 1n advance, a
service charge in excess of one dollar for each fifty
dollars of the amount of the note, not to exceed a
total of one hundred twenty dollars.

Sec. 2. Section 537.2402, subsection 3, Code 1989,
1s amended to read as follows:

3. If the billing cycie is monthly, the charge may
shall not exceed an amcunt equal to one and ene-haif
sixty-five hundredths percent of that-part-of the
Taximum amount pursuant to subsection 2 which-is-five
hundred-dottars-or-iess-and-one-and-=ane-fourth-percent
of-that-part-of-che-maximum-arcunt-which-+3-more-=han
five-hundred-dottars. If ithe billing cycie 1is not
montily, the maximum charge for the biliing cycle
shall pear the same relation Lo the appllicable monthly
maximum charge as the number cf days in the billing
cycle bears to three hundred sixty-five divided by
twelve. A billing cycle is monthly if the closing
date of the cycle 1is the same date each month or does
not vary by more than four days from the regular date.

2. Titlie page, by stiking lines 4 though 5, and
inserting the following: "to open-end credit.”

By COE WELSH
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SENATE FILE 462

AN ACT
RELATING TO CREDIT TRANSACTTONS BY CHANGING THE MAXIMUM SERVICE
FZE ON LOANS BY I[NOUSTRIAL LOAN COVMPAMITES, BY CHANGING THE
MAXIMUM FINANCE CHARGE TOR CERTAIN CONSUMZR LOANS PURSUANT
T} OPEN-END CREDIT.

RE [T LINACTED RBY THYL GENERAL ASSEMBLY OF THE STATE OF IOWA:

Secrion 1, Section 536A.23, subsection 2, Code 1989, iy
arended by striking the subsection ana inserting in liew
thereof the following:

2. Charge, receive, or collect in advance, 4 service
charge 1n excess of one dellar for each fafry dollars of the
amcunt of the note, not to exceed a total of one hundred
twenty deliacs,

Sec. 2. Section 537,2402, subsection 1, Code 1989, is
amended to tead as follows:

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

not e<ceed an amount equal to one and one-hatf sixty-five

hundredths percent of thabt-part-of the maximum amount pursuant
to subsection 2 whieh: ta-five-bnndred-dotiars-or-trss-and-one
and-one-fourth-percent-of-that-park-of -che-maxtmus-ansunt
whren-ts-more-than-five-hundeed-datiars. 1f the ballirg cycle
is not moanthly, the maxamum charge for the billing ¢ycle shall
bear the sare relation to the applicable manthly caximum
chavge as the number of days in the billing cycle bears to
three hundred sixty-five divided by twelve. A billing cvcle
15 monthly 1f the clasing date of the cycle is the sare date

senate File 467, p. 2

each nonth o does rot vary by mare <pan Iour daye [ram the
reguzar date,

SO ANN ZIMMERMAN

Prosident of the Senate

OONALD D. AVENSQO
Speaker of the House

[ hereby certify that this bill originated in the Senate and
is known as Sepate Flile 462, Seventy-third General Assembly.

JOHN F, CWYER
secrevary of the Senate
Approved X/ © . 1989

TERRY F. BRANSTAD

Gavernarc




