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1 section L. Secnion 537.25C4, unnunbered paragraph i, Code
2 1937, 13 amended to read as follows:

3 Witk respecit Looa consumer crecit fransacticon in which the
4 rate of flpance charge regulired to pe disclosed in the

S transac:Lion pursuant to gsection 537,.3201 does not excgeed

6 crghteen porcent per year, other than a consumer lease or a
foconsumer rental purchase agreement, the crediior mav, by

8 agreemont woth the consumer, reflinance the unpald baiance and
Y may contract [or and receive a finance cnarge bdased on the
Y0 amcunt financed resuating from the refinancing abl a rate nont
11 exceonding thar permitied Dy the provisions on finance charge
12 for consumer credlt sa.es other rhar open end credlt in
13 secteon 937.220. i f a consumer credit sale is refinanced, the
14 provisicns on tinance charge for o consumer lcan other than &
15 superv.sed ican 1n sectleon 537.240., subsection L, or the

16 provisions on firance charge for a supervised loan not

18 as applicable, 1f & consumer lcan is refinanced. With respect

17 pursuant o open end credin 1n sectlion 537.240), subsection 2, .
1% to a consuamer credit transaction in which the rate of finance

20 charge reguired to be disclosed in the transaction to the

21 consumer pursuant o section 537.3201 exceeds elghteen percent

22 per year, other than a consumer lease or a consumer rental

23 purchase agreement, the creditor may by agreement with the

24 consuner, refinance the unpaid balance and may contract for

2?5 and receive a firance charge based on the amount financed

26 resulting from the refinancing at a rate of finance charge not

27 to exceed that which-was-required-to-be-disctosed-in-the

28 orrgrnal-transaction-to-the-consumer rate permitted for

29 consumer credit sales pursuant to section 537:326% 537.2201 or

30 the rate permitted for consumer loans pursuant to section

31 537.2401, whichever is greater. For the purpose of

32 determining the finance charge permitted, the amount financed
33 resulting from the refinancing consists of:
34 Sec. 2. Section 537.2505, subsection 3, Code 1997, is .

35 amended by striking the subsection and inserting in lieu
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thereof the following:

3. Upon the consolidation of any debt arising from or 1in
combination from a consumer credit sale, lender credit card,
seller credit card, or consumer loan, the crecitor may
contract for and receive the firance charge at a rate
permitted for consumer credit sales pursuant to section
537.2201 or permitted for consumer loans pursuant to section
537.240]1, whichever 1s greater.

EXPLANATION

This bill regulates the finance charge that may be inposed
for refinancing certain consumer credit transactions in which
the ra.e of interest required to be disclosed pursuant to the
federal Trutnh in Lending Act exceeds 18 percent per year.
Currently the permitted rate is based on the amount which was
required to be disclosed in the original transaction. This
p1ll provides that the rate is the same as pernmitted for
consuiter cred:t sales pursuant to Code section 537.2201 or for
consumer loans pursuant to Code section 537.2401, whichever is
more.

The bill also amends a section providing for the
consolidation of debts arising from consumer loans, consumer
credit sales, lender credit cards, or seller credit cards.
Currently, 1f the consolidated debt arises from consunier loans
the finance charge must be the same as for consumer loans as
regulated pursuant to Code section 537.2401. If the
consolidation includes a debt arising from a consumer credit
sale, or a lender credit card, the rate must be the same as
for consumer credit sales as regulated in Code section
537.2201. This bill provides that upon consolidation of arny
debt arising from a consumer credit sale, lender credit card,
seller credit card, or consumer loan, the rate must be the
same as provided pursuant to Code section 537.2201 or

537.2401, whichever is more.
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SENATE FILE 295

H-8506

Amend Senate File 295, as passed by the Senate, as
follows: - - ,

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

"Section 1. Section 537.2505, subsection 3, Code
1997, is amended to read as follows:

3. a. 1If 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 loans pursuant to
section 537.2401.

b. 1If the debts consolidated include a debt
arising from a consumer credit sale, including a
transaction pursuant to a lender credit card, the
amount of the finance charge is governed by the
provisions on finance charge for consumer credit sales
in section 537.2201. A new loan shall not be made
consolidating a debt arising from a consumer credit

sale with a new advance unless the proceeds of the
resulting transaction provide the consumer with at

least one thousand dollars in new funds for the
consumer's own use, exclusive of the amount necessary
to pav in full the existing balance after rebates and
exclusive of any loan charges or appropriate
additional charqges as authorized under section
537.2501."

2. Title page, line 1, by striking the words
"finance charges upon".

By COMMITTEE ON COMMERCE
AND REGULATION
METCALF of Polk, Chairperson

H-8506 FILED MARCH 19, 1998
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A BILL FOR

1 An Act relating to finance charges upon refinancing and
2 consolidation of debts involving consumer credit transactions.
3 BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 537.2504, unnumbered paragraph 1, Code
1997, is amended to read as follows:

With respect to a consumer credit transaction in which the
rate of finance charge required to be disclosed in the
transaction pursuant to section 537.3201 does not exceed
eighteen percent per year, other than a consumer lease or a
consumer rental purchase agreement, the creditor may, by
agreement with the consumer, refinance the unpaid balance and
may contract for and receive a finance charge based on the
amount financed resulting from the refinancing at a rate not
exceeding that permitted by the provisions on finance charge
for consumer credit sales other than open end credit in
section 537.2201 if a consumer credit sale is refinanced, the
provisions on finance charge for a consumer loan other than a
supervised loan in section 537.2401, subsection 1, or the
provisions on finance charge for a supervised loan not
pursuant to open end credit in section 537.2401, subsection 2,
as applicable, if a consumer loan is refinanced. With respect
to a consumer credit transaction in which the rate of finance
charge required to be disclosed in the transaction to the
consumer pursuant to section 537.3201 exceeds eighteen percent
per year, other than a consumer lease or a consumer rental
purchase agreement, the creditor may by agreement with the
consumer, refinance the unpaid balance and may contract for
and receive a finance charge based on the amount financed
resulting from the refinancing at a rate of finance charge not
to exceed that which-wae-required-to-be-diaciosed-in-the

originat-transaction-te-the-consumer rate permitted for

consumer credit sales pursuant to section 537:328% 537.2201 or

the rate permitted for consumer loans pursuant to section

537.2401, whichever is greater. For the purpose of
determining the finance charge permitted, the amount financed

resulting from the refinancing consists of:
Sec. 2. Section 537.2505, subsection 3, Code 1997, 1is

amended by striking the subsection and inserting in lieu
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thereof the following:

3. Upcon the consolidation of any debt arising from or in
combination from a consumer credit sale, lender credit card,
seller credit card, or consumer loan, the creditor may
contract for and receive the finance charge at a rate
permitted for consumer credit sales pursuant to section
537.2201 or permitted for consumer loans pursuant to section
537.2401, whichever is greater.

EXPLANATION

This bill requlates the finance charge that may be imposed
for refinancing certain consumer credit transactions in which
the rate of interest required to be disclosed pursuant to the
federal Truth in Lending Act exceeds 18 percent per year.
Currently the permitted rate is based on the amount which was
required to be disclosed in the original transaction. This
bill provides that the rate is the same as permitted for
consumer credit sales pursuant to Code section 537.2201 or for
consumer loans pursuant to Code section 537.2401, whichever is
more.

The bill also amends a section providing for the
consolidation of debts arising from consumer loans, consumer
credit sales, lender credit cards, or seller credit cards.
Currently, if the consclidated debt arises from consumer loans
the finance charge must be the same as for consumer loans as
regulated pursuant to Code section 537.2401. 1If the
consolidation includes a debt arising from a consumer credit
sale, or a lender credit card, the rate must be the same as
for consumer credit sales as regulated in Code section
537.2201. This bill provides that upon consolidation of any
debt arising from a consumer credit sale, lender credit card,
seller credit card, or consumer loan, the rate must be the
same as provided pursuant to Code section 537.2201 or
537.2401, whichever is more.
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