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1 would like to explain what Bill C-233 would do if enacted.
ho bill bas two purposes: it limits the amount of interest that
na ncial institutions and retailers could charge, and it creates a
:andardized method of calculating interest charges and a man-
âtory grace period for partial payments on ail types of credit
lads.

We are tlid that we should flot regulate interest rates in aur
'Ce mnarket society. There is a federal law dealing with credit
lad interest rates, section 305.1 of the Criminal Code. Howev-
'iLs applicability to boans advanced under credit cards is

ulote, given that the definition of criminal interest rate is an
lfective annual rate of interest that exceeds 60 per cent of the
'edit advanced under an agreement or arrangement.

Bill C-233 would regulate credit card interest rates in a
'alistic manner. The ceiling on rates wouW( float with the
'orage of the weekly Bank of Canada discount rate froin the
'evious month. The spread between the card rate ceiling and
Seaverage bank rate would depend on the type of credit card.
ýe finance committeea 1987 report concluded that among the
tferent types of ceilinga that could b. used, a floating uit
*it-a more sophiaticated and more practical.

CrediL carda issued by financial institutions, which include4adt uons, caisses populaires and other co-operative credit
'e:ie could not carry interest at a rate exceeding the Bank of

"'lada discount rate by 6.5 or 8.5 per cent, depending on
htSl the institution charges entay fîees, renewal fes or user
e;.

Credit carda issued by petroleurn compmnies could not carryteetat a rate exceeding te Bank of Canada discount rate by
5 )'cent. Those issued by retail stores could not carrytrs ra rate exceeding the Bank of Canada discount rate bylPerl cent on any unpaid monthiy balance exceeding $400.

>uld use a tiered systeminsueead of a floating
,le for a tiered system n t hia instance is Chat
ve tb. sarie leverage Chat financial institutions
ni would recoguize that operation casts on
igher Cor retailera thon it is for financial

It Chat the rehailera have nonetheinas abused
wracticcs. Their rates have renuained virtually
Per cent throughout thie 1990s when consumer
e Calla 8 tu, record lowa.

ha$ alreidY writenu to the vreaident

I suggest capping credit card rates, because many people have
the impression that credit card issuers are making exorbitant
profits.

As 1 aaid carlier, the facts appear ta confirm this impression.
The capping concept îs not new or radical. In fact, more than 35
Arnerican States have introduced this measure. Once again, thia
is a precedent for the regulation of financial markets.

lu its 1989 report, the Standing Committee on Consumer and
Corporate Affaira recommended that the spread between credit
card rates and the bank rate should never exceed 8 per cent for
bank carda and 16.5 per cent for retail carda.

The 1992 minority report said Chat when the Bank of Montreal
introduced a credit card with a tloating ceiling of 5.5 per cent
plus prime, it proved that banka have other ways of making
mouey. It also confirmed that floating credit card rates did not
fly in the face of the laws of finance aud were not a fluancial
disaster for the banka.

The rates I used are based on information provided in the bill
tabled during the last Parliament, which was reproduced in the
1989 report of the Standing Commitee ou Consumer and
Corporate Affaira.

[Eusglild]

As already mentioned, the mecond comportent of Bill C-233
would maire internat calculation on ai] types of credit carda
uniforni aud would enact a mandatoay grace period Cor partial
payments.

This proposai has been long aougbt by varions advocacy
groupa sucb as the Consumera Association of Canada. Purther-
more, reoommendations to thia effect are contained ini botk the
1987 finance committen report and te 1989 consumer and
corporate affaira report as weil as a minority report struck in
1992. Clearly there is a great deal of support for the changea Bill
C-233 espouses.

internat on te $1,000
$700 payaient. Semoi
remaining $300 fron
statemnt dae. In Ott.
crndit carda are maki,,
for whatever roaaoe.
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