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l A11 Act relating to filla!ICC charges upon refinancing and 

2 consolidation of debts involvtng consumer credit transactiOilS. 

3 BE IT ENACT~D BY THE GENERAL ASSEMBLY OF TEE STAT~ OF IOWA: 
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1 

2 \9)7, is ~treended ~0 read as follows: 

4 rdte 0~ t.rtcirlce (:harg~ req·~ired to bP d~sclosed in the 

S r.:a:1sac!_;,_)n p'.:rsu<3.nt ~-o sectlon 53"1.3201 does :-t:..Jt exceed 

(l CJ.g·:;~_ pp;~ pc·:cc-nt pet year, o::her t.hc~n a cor.si...ln·.er lPase or <J 

t ~:o~t:-::Hner re!;t".<-:-:l p:;r-c;"'!~se a.greer:·.Pnt, lf:e c~cdit0r :lk".J, hy 

8 .JqL'c-c-:-:·,.::·~r: 11i~t".:: t.;1e ccnsume~, refinancP the u::paid ha.:ar.ce and 

i) may co~1t:· .. ~c~·- [or drH: :eceive a fli;ar.cr: c:-targt:·: based on tr.e 

:o il!HOunt_ t:n.-:ncf·d re:::l!!.t".l.:~<; ~:-o:~l the r~f.i.nancinq aLa L:1te n-')~ 

~l excccd:ng r.L._;'.: perrni.t.r.ed '.;.Jy ~.:Jc pro-...'i.sion!-3 en fi::ancP. chargP 

12 for C!>~t::-:;:l:t:c·; crP(lir:. ~:;ct~E'S ott·er t".hc.1~· opt:>n ..:~r~d credi~ :.n 

11 sect1on j.-~7.220~ ~f ,J cons.;rrPr ct·edit sale ~s rcr1nar:ccd, the 

1~ pr·ov:s::·.rls o~ tin~:1ce cha~qc for ~i COJlSltit!er loan other tha11 a 

15 sup~rv .. sed i.O[t:1 in sec:-.ion 5]7.240:, !-Subscctio:l .:., or the 

lfi p~0vi.:~1or:s or. Eir:a.nce cha~ge for a Sl;pervjsPd :oa:. :~ot 

17 pu!:s:..~.a:1::-. to open e:--.d c:·edi.:-_ in section S37.2t10J, ~.:;ubsection 2, 

l8 c.s applic,_ib.:e, i: ,-.! consur!~.·r loan is refi:~a~ced. With re~~pect 

19 to d cu:1S:Jtr.er crt-dil transaction in which the !.""dte of tinar:ce 

)0 charg1: rcqu:red to be disclosed in the transac~ion to t~c 

7l <:onscuner pc:rsuan', ~c section SJ7. 3701 exceeds eightef>n percen: 

22 per yeur, olher tha11 a consumer lease or a consttmer rental 

2J purchase ilqrecmen~, the creditor may by agreetr.ei'L v1ith the 

24 consttmer, refinatlce the unpaid balance and may contract for 

7') and receive a fu:ance charge hascd on the amo11nt financed 

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

27 to exceed that whieh-w~~-~eqtli~ed-to-be-di~eto~~d-±n-~n~ 

28 o~igint~l-t~l!ngaeti:on-to-the-eon':!nmer rate permitted fo_£ 

29 consumer credit sales pursuant to section 537~3~6t 537.2201 or 

JO the_rale permitte9 for consumer 

.11 537 ._?,401! \vhichever is greater. 

loans J2_Ursuant_to secti(l~ 

For the purpose of 

32 determining the finance charge permitted, the amotJilt financed 

33 restJltinq from the refinancing consists of: 

.14 Sec. 2. Sectio:1 537.2505, s11bsection 3, Code 1997, 1s 

3S amended by striking the subsection and inserti~g in lieu 

-1-



-

S.F. 2. &JS H.F. 

l thereof the following: 

2 3. Upon the consolidation of any debt ar1sing from or 111 

3 combination from a consumer credit sale, lender credit card, 

4 sPller credit card, or consumer loan, the creditor may 

5 contract for and receive the finance charge at a rate 

6 permitted for consurrer credit sales pursuant to section 

7 537.2201 or permitted for co:1sumer loans pt:rs11ant to sectiotl 

R 517.2401, whichever is greater. 

9 EXPLA~A1'ION 

10 Th1s bill regulates the finance charge that may be iraposed 

11 for refi11a~cing certain consumer credit transactions in which 

17 the ra~e of interes: required to be dtsclosed pursuant to the 

13 federal Truth in Le11ding Act exceeds 18 percent per year. 

14 Currently the permitted rate IS based on the amo11nt which was 

15 r~ql1ired to be disclosPd in the c>riginal tra~sac~ion. ~h~s 

16 h•ll provides that the rate IS the same as pernitted ~or 

17 r.ot:suwe:c credit sales pursuant to Code sect i0n 537.2201 or for 

18 consiw<e:- loa:1;; purs11ant to Code sectio" 5."!7.2401, c,·hichevcr is 

l'i mare. 

20 Tile bill also amends a section providing for the 

21 cotJsol1dation of debts arising from consumer loans, cons~~er 

22 credit sales, lender credit cards, or seller credit cards. 

2J Current.ly, if the consolidated dent arises Er'-':1 consur.1er loans 

?4 the finance cha,ge must be the same as for consumer loans as 

/~ res~lated pursuant to Code section 537.2401. If the 

26 cotJsol~dation includes a debt arising from a consumer credit 

2J sale, or a lender credit card, the rate must be the same as 

?R for consumer credit sales as regulated in Code sectl.on 

29 537.2201. This bill provides that upon consolidatic>n of any 

30 debt arising from a consumer credit sale, lender credlt card, 

31 seller credit card, or consumer loan, the rate raust be the 
32 same as provided pursuant to Code section 537.2201 or 

33 537.2401, whichever lS more. 

34 
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1 . ., 

SENATE FILE 295 
H-8506 

1 Amend Senate File 295, as passed by the Senate, as 
follows: 2 
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13 
14 
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18 
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20 
21 
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28 

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. 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 loans pursuant to 
section 537.2401. 

b. If 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 charges 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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BE 

Act relating to finance charges upon refinancing and 
consolidation of debts involving consumer credit transactions. 

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

1 Section 1. Section 537.2504, unnumbered paragraph 1, Code 

2 1997, is amended to read as follows: 

3 With respect to a consumer credit transaction in which the 

4 rate of finance charge required to be disclosed in the 

5 transaction pursuant to· section 537.3201 does not exceed 

6 eighteen percent per year; other than a consumer lease or a 

7 consumer rental purchase agreement, the creditor may, by 

8 agreement with the consumer, refinance the unpaid balance and 

9 may contract for and receive a finance charge based on the 

10 amount financed resulting from the refinancing at a rate not 

11 exceeding that permitted by the provisions on finance charge 

12 for consumer credit sales other than open end credit in 

13 section 537.2201 if a consumer credit sale is refinanced, the 

14 provisions on finance charge for a consumer loan other than a 

15 supervised loan in section 537.2401, subsection 1, or the 

16 provisions on finance charge for a supervised loan not 

17 pursuant to open end credit in section 537.2401, subsection 2, 

18 as applicable, if a consumer loan is refinanced. With respect 

19 to a consumer credit transaction in which the rate of finance 

20 charge required to be disclosed in the transaction to the 

21 consumer pursuant to section 537.3201 exceeds eighteen percent 

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

23 purchase agreement, the creditor may by agreement with the 

24 consumer, refinance the unpaid balance and may contract for 

25 and receive a finance charge based on the amount financed 

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

27 to exceed that whieh-wae-~eqtlired-to-~e-dieelosed-i~-the 

28 origi~a%-tra~eaet±o~-to-the-eonstlmer rate permitted for 

29 consumer credit sales pursuant to section 531.3~6% 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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following: 1 thereof the 

2 3. Upon the consolidation of any debt arising from or in 

3 combination from a consumer credit sale, lender credit card, 

4 seller credit card, or consumer loan, the creditor may 

5 contract for and receive the finance charge at a rate 

6 permitted for consumer credit sales pursuant to section 

7 537.2201 or permitted for consumer loans pursuant to section 

8 537.2401, whichever is greater. 

9 EXPLANATION 

10 This bill regulates the finance charge that may be imposed 

11 for refinancing certain consumer credit transactions in which 

12 the rate of interest required to be disclosed pursuant to the 

13 federal Truth in Lending Act exceeds 18 percent per year. 

14 Currently the permitted rate is based on the amount which was 

15 required to be disclosed in the original transaction. This 

16 bill provides that the rate is the same as permitted for 

17 consumer credit sales pursuant to Code section 537.2201 or for 

18 consumer loans pursuant to Code section 537.2401, whichever is 

19 more. 

20 The bill also amends a section providing for the 

21 consolidation of debts arising from consumer loans, consumer 

22 credit sales, lender credit cards, or seller credit cards. 

23 Currently, if the consolidated debt arises from consumer loans 

24 the finance charge must be the same as for consumer loans as 

25 regulated pursuant to Code section 537.2401. If the 

26 consolidation includes a debt arising from a consumer credit 

27 sale, or a lender credit card, the rate must be the same as 

28 for consumer credit sales as regulated in Code section 

29 537.2201. This bill provides that upon consolidation of any 
30 debt arising from a consumer credit sale, lender credit card, 

31 seller credit card, or consumer loan, the rate must be the 
32 same as provided pursuant to Code section 537.2201 or 

33 537.2401, whichever is more. 
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