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An Act relating to permissible charges which may be contracted
for and received with respect to open-end credit.
BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 1. Section 537.130), subsection 42, Code 1997, 1is
amended to read as foliows:

22, “Supervised financial organization” means a person,
otier than an insurance company or other organization
sricarily engaged in an insurance busiress. wnich s

orgeninoed, chartered, or helding an authorlzation certs

Dursuant Lo chapter 524, 533, or 534, or pursuant Lo the 1aws
cf eny orher srace or of the United States which autlorizes

cans and tc racelve deposlits. Laciuding &
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Sec. 2. Sectlon 537.2202. sebsection 1, Code 1297, 1s

1. Wiilh regspect to a consumer credlt saie rads pursuart 1o

-

open end credliiu, a credifor may contraci Ior and fecelve &

tinance charge nos-enxeeeding-that withnov: limitation as Lo

acunt or rate as vermitted in this section.
Sec. 3. Sechion 337.2202, subsection 3, Code 18927, is
amended by striking the subsection.

Sec, &, Seciion %37.2402. subseciion 1, Code 19%7, 1is

arended to read as icllows:

Z i~ authorized o make supervised loans, a crzdllor may
contract for and racelv

as to amount or rate with respect to & 10an pulsuant Lo open-
erd oood mat-exgeediag-that as permicil0 15 TALS 52CT.0nN.
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Sec. 5. Sectinn 537.2
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Sec. £. Secticn 5 01, subsection 1, paragraph €,
unnuabered paragrapn 1, Code 19897, is amended to read as
follows:

With respect to open-end credif pursuant-to-a-credit-card
TeonFi-gy-tne-erediteor-wnieh-entreies—the-caradkroltder-te
ouremaRe-or-tease-goods-er-services-fron-an-iteast-one-tundred

persone-nok-rerated-to-the-card-rssuer, the parties may
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contract for an over-limit charge up to fifreen deollars if the
balance of the account exceeds the credit limit established
pursuant to the agreement. The over-limit charge under thisz
paragraph shall not be assessed again in a subsequent billing
cycle unlesgs in a subsequent billing cycle the account balance
has been reduced below the credit iimit.

Sec. 7. Section 537.2502, subsection 4, Code 1937, 1is
amended to read as follows:

4. With respect to open-end credit obtatned-gorsvant “o-a
eredit-card-+esned-by-the-crediter-whateh-entitres—the
ecardhorder-ro-purchase-or-tease-goods-or-services-from-ate
Ienst-one-nundred-nmersons-net-reiated-to-the~ecard-tssuer, the
parties may contract for a delinquency charge on any payaent
aot paid in full when due, as originally scheduled or as
deferred, in an amount up to fifteen dollars.

Sec. 8. Section 537.2502, subsections 7 and 8, Code 192/,
are amended by striking the subsections.

EXPLANATION

This bill amends provisions relating to the permissibile
charges which may be contracted for with respect to a consurer
credit sale or a loan pursuant to open-end credit.

Code secrion 537.1301 is amended to include a financial
institution holding an authorization certificate pursuant to
the laws of another state under the definiticn of a supervised
financial organization for purposes of the consumer credit
code.

Code section 537.2202 is amended to provide that a crediusr
may contract for and receive a finance charge without
limitation as to amount or rate with respect Lo a consumer
credit sale made pursuant to open ead-credit. Currently, if
the billing cycle is monthly, the finance charge may not
exceed 1.65 percent,

Code section 537.2402 is amended to provide that a creditor
authorized to make supervised loans may coentract for and

receive a finance charge without limitatior as to amount or
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rate with rogpect to open-end credit as permitted in the
section. Subsections 3, 5, and 6, which currently establish
limitasions on tne finance charge, are stricken. Subsection 3
iimits the finance charge, for open-end credit subject to a
monthly biliing cycle, to an amount egual %o 1.85 of
the maxinum vaiance amount as determined under :
Subsection & provides that a creditor may ceontra
a finance charge without limitation witn respect
to open-end credit obfaned pursuant to &
creditor which encitles the cardho’der to purch
moat least 100 oersons noh reolated te the

<

ubsection 6 provides that i the differential

5
pased upon the number of persons honoring e credit

anconstitutional, a creditor may receive & maximum
finance charge of 22 percent per yzar for a Loan pursuant o
open-end credit.
Code sections £37.2501 and 537.2502 are amended to provide
the cver-1limit charge of up te $15 and the delinquency
~f up to $i5 apply to all coen-end credit accounts.
dreently. those charges apply to credit opbreined pursuani re
it ocard issued by a creditor whicn entitles the
ider to purcrase or lease gcocs frcm at least 1C¢
perscns not related Lo the card lssuer.
Subeections 7 and 8 of Code sectio 7,250 which pertain
o delinquency charges, are stricken., Subsect! provides
that if the differential iLreatment based u Lhe nunper of
persons honoring o credit card is unconstitutional, zne
parties may ccntrac. for a delinguency charge in an amcount up
ke $1% in any consumer credit transaction pursu:ant Lo open-end
credil . Subsection 8 provides that with respect to open-and
credit obtailned pursuant to a credit card issued by the
credltor which entitles the cardhoulider to purchase or lease
goocs ¢! services frem less tihan 100 persons not related o
the <¢acd issuer, the partles may contract for a delinguency

charge on any payment not paid in fuil within 30 days after
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its due date, as originaliy scheduled or as deferred, in an
amount not to exceed $1G. The subsgecticon pravides that a
delinquency charge is not to be collected moure than once on
any one payment, regardless of the length of time the payment

remains delinguent.
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Approved

A BILL FOR

Bct relating to permissible charges which may be contracted
for and recelved with respect to open-end credit.
IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF IOWA:
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Section 'l. Section 537.1301, subsection 42, Code 1997, is
amended to read as follows:

42. "Supervised financial organization" means a person,
other than an insurance company or other organization
primarily engaged in an insurance business, which is
organized, chartered, or holding an authorization certificate
pursuant to chapter 524, 533, or 534, or pursuant to the laws
of any other state or of the United States which authorizes

the person to make loans and to receive deposits, including a
savings, share, certificate or deposit account, and which 1is
subject to supervision by an official or agency of this state,
such other state, or of the United States.

Sec. 2. Section 537.2202, subsection 1, Code 1997, is
amended to read as follows:

1. With respect to a consumer credit sale made pursuant to
open end credit, a creditor may ccntract for and receive a |
finance charge net-exeeeding-tka: without limitation as to . |
amount or rate as permitted in this secticn.

Sec. 3. Section 537.2202, subsection 3, Code 1997, is
amended by striking the subsection.

Sec. 4. Section 537.2402, subsection 1, Code 1997, 1is
amended to read as follows:

1. If authorized to make supervised lcans, a creditor may

contract for and receive a finance charge without limitation

as to amount or rate with respect to a loan pursuant to cpen-

end credit nok-exceeding-that as permitted in this section.

Sec. 5. Section 537.2402, subsections 3, 5, and 6, Code
1997, are amended by striking the subsections.

Sec. 6. Section 537.2501, subsection 1, paragraph £,
unnumbered paragraph 1, Code 1997, is amended to read as
follows:

With respect to open-end credit pursuwant-te-s—credit-cara

r33zed~bpy-ehe-ecredttor-whten-enkisles-the-cardhotder-te
Derssons-net-rezated-te-che-card~iasuer, the parties may
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contract for an over-limic charge up to fifteen dollars if the
balance of the account exceeds the credit limit established
pursuant to the agreement. The over—limit charge under this
paragraph shall not be assessed again in a subsequent billing
cycle unless in a subsequent billing cycle the account balance
has been reduced below the credit limit.

Sec. 7. Section 537.2502, subsection 4, Code 1997, is
amended to read as follows:

4. With respect to open-end credit ebtatned-pursunant-to-a
eredit-eard-rasved-by-the-creditor-whieh-entities-the
cerdhotder-to-purchase~-or-ieage-goods-or-services-Srem-at
teest-ene-hundred-perscns—not-reiated-te-the-card-isgner, the
parties may contract for a delinguency charge on any payment
not paid in full when due, as originally scheduled or as
ceferred, in an amount up to fifteen dollars.

Sec. 8. Section 537.2502, subsections 7 and 8, Code 1997,
are amended by striking the subsections.

EXPLANATION

This bill amends provisions relating to the permissible
charges which may be contracted for with respect to a consumer
credit sale or a loan pursuant to open-end credit.

Code section 537.1301 is amended to include a financial
institution holding an authorization certificate pursuant to
the laws of another state under the definition of a supervised

financial organization for purposes of the consumer credit

code.
Code section 537.2202 is amended to provide that a creditor
may contract for and receive a finance charge without

limitation as to amount or rate with respect to a consumer
credit sale made pursuant to open end-credit. Current:y, if
the billing cycle 1s monthly, the £inance charge may not
exceed 1.65 percent.

Code section 537.2402 is amended to provide that a creditor
authorized to make supervised loans may contract for and

receive a Zinance charge without iimitation as tc amcunt or
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rate with respect to open-end credit as permitted 1n the
section. Subsections 2, 5, and 6, which currently establish
limitations on the finance charge, are stricken. Subsection 3
limits the finance charge, for open-end credit subject to a
monthly billing cycle, to an amount equal to 1.65 percent of
the maximum balance amount as determined under subsection 2.
Subsection 5 provides that a creditor may contract and receive
a finance charge without limitation with respect to a loan
pursuant to open-end credit obtained pursuant to a credit card
issued by a creditor which entitles the cardholder t¢ purchase
or lease goods from at least 100 persons not related to the
card issuer. Subsection 6 provides that if the differential
treatment based upon the number of persons nonoring & credit
card is unconstitutional, a creditor may receive a maximum
finance charge of 22 percert per year for a loan pursuant to
open-end credit.

Code sections 537.2501 ané 537.2502 are amended to provide
that the over-1limit charge of up to $15 and the delingquency
charge of up to $15 apply to all open-end credit accounts.
Currently, those charges apply to credit obtained pursuant to
a credit card issued by a creditor which entitles the
cardnolder to purchase or lease goods from at least 100
perscns not related@ to the card issuer.

Subsections 7 and 8 of Code section 537.2502, which pertain
to delinguency charges, are stricken. Subsection 7 provides
that if the differential treatment based upon the number of
persons honoring a credit card i1s unconcstitutional, the
parties may contract for a delinquency charge in an amount up
to $15 in any consumer credit transacticn pursuant to open-enc
credit. Subsection 8 provides that with respect to open-end
credit obtaired pursuant to a credit card issued by the
creditor which entitles the cardholder to purchase or lease
geceds ¢r services from less than 100 persons not related to
the card issuer, the parties may contract for a delinguerncy

charge =n any payment not paid in full within 30 days after




its due date, as originally schedulied or as deferred, in an

amount not to exceed $10. The subsection provides that 2

[N T

delinquency charge is not to be collected more than once on
any one payment, regardless of the iength of time the payment

o W

remains delinguent.
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