
421.7 Interest rate.

1. Except where a different rate of interest is stated in a provision of this title,* the rate of interest on
interest-bearing obligations arising under this title shall be the rate of interest in effect under this section.

2. The rate of interest that shall be in effect during a calendar year shall be the rate which is two percentage
points greater than the numerical average, rounded to the nearest one percent, of the respective prime rates
for each of the months in the twelve-month period that ends September 30 of the previous calendar year. The
rate of interest established by this subsection takes effect January 1, and applies to any amount which is due
or becomes payable on or after that date.

3. Notwithstanding contrary provisions of subsection 2, the rate of interest that is in effect during a calendar
year shall also be the rate of interest to be in effect for the following calendar year, unless the rate of interest
as calculated under subsection 2 is at least one percentage point higher or lower than the rate then in effect.

4. In the event interest accrues or is calculated on a monthly basis, the rate of interest for each month shall be
one-twelfth, rounded to the nearest one-tenth of one percent, of the rate specified in subsection 2.

5. As used in subsection 3, the term  means the prime rate charged by banks on short-term"prime rate"
business loans, as determined by the board of governors of the federal reserve system and published in the
federal reserve bulletin.

6. In October of each year the director shall cause an advisory notice to be published in the Iowa
administrative bulletin and in a newspaper of general circulation in this state, stating the rate of interest to be
in effect on or after January 1 of the following year, as established by this section. The calculation and
publication of the rate of interest by the director is exempt from chapter 17A.
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Footnotes 

*This provision does not include chapters 421B, 427C, 435, 452A, 
and 453A, which were moved into this title by the Code editor. 
Chapters 421B, 427C, 435, 452A, and 453A contain the applicable 
provisions pertaining to those chapters. 


