MINUTES
SAVINGS AND LOAN COMMITTEE
Thursday, Februa 25, 1965

Meeting was at 9 a.m, in Room 528, with the Chairman,
C. A. Strowig, presiding.

All members WerﬁJéresent.
g
Mr. Walter, Commissioner of Consumer Credit, and a Mr,
Brown, were present to discuss proposal of changes they wich
in Kensas finance acts. (Copy attached)

Mr. Trachsel said there are both licensed and unlicensed
lenders, with only the licensed living up to the law. He cited
that in the "Yconsolidati-n of loans" advertising idea, the bor-
rower signs away about everything and the cost is greater than
he at first thoughu. Mr, Trachsel szid that our present general
statutes require very limited disclosure of terms and rates so
that changes are needed, He further stated that “more and more
borrowers are using the installment type of loan” and sugrested
several changes therve,

Mr. Trachsel commented that our HBE 758, dealing with 16-410,
s the seme as in their recommendation for 16-202. The present
law provides for refunds on a daily basis, They think it better
to have all three stetutes with the same wording,

=

It was further stated that the average me
service on umall consumer type loans was $7 80 in 1963. Mr,
Trachsel szid he does not recommend that the rate be rai
but that it cen not be lowered and have legitimate small 1
survive, '
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Meeting adjourned.
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16-202. (o) Contract rate. The parties to any !
otiier instrument of writing for the poyment or forbea
thegein for interest raceivable upon the amount of suc
Instrument of writing, ot o rate not to exceed ten pe
otherwise specifically authorized by law; Provided,
borrower the actual fees paid a public official cr age
government, for filing, recording or relaasing any ing
under subsections (o) and (b) hereof,

(b) Installment locns of

hond, bill,

promissory note or
nce of money may stipulats

bond, bill, note or other
ent (10%) per annum unless

e lendsr moy collect from the

cy of the state, or federal
rument relating to @ loan made

$2;000 wrteser In addition to

loons authorized under subsection (a) hereof, any pe
prierel parb omauni-o bt thomsant datiors 445,050
ety 4383 menthe and add to such loan or
diseewnt charges at a rate not exceeding elght pe

hundred dollars per year of +the-grese {iave)-amevnt
amount of three thousand dollars ($3,000) or less; and

may loan to any borrower @
foe o-pesind-nobewesediag-
in adverespdnberester
(8%) dollars per enmem one

doen on an incipal
six dollars (34, %j per one

hundred dollars (3 100) per ysar on any principal amount of meore than fhres housand

), from the date thereof until the matufity of the final instaliment,

nofw!fhltand’l'ng that the principal amount of such loan it required to be paid In

instaliments. Neo person shall divide Into separate pa{v

any contract made under this

subsection for the purpose of or with the effect of obtd!

ining charges in sxcess of those

authorized by this subsection.

(1) Minlmum charge; who may make .
pomT_od under subsections (a) and (b) hersof doas
three dellars ($3.00) then the lender may charg
collect a fee for making such lean In the sum of  thre
poyment of Interest thereon ond costs of handling:
In excess of legal Interest shall not be charged or an

-

Whenever the legal interest on @ losn

total the omount of

, contract for, receive end

e dollars ($3.00) as

Provided, any port of such fee

d the same borrower more

then once in each three (3) menths; Provided, hewevar, the autherity granted In this
subsection (1) shall apply enly to these persons npoc? celly oxomphd frem the Ilconsing

requirements of K.S.A, SeeMon 16-404 (o)
and any amendments fhersto, Prorrdedf

ﬂw-hon- ‘

wwmﬁmw&h-%m
mmwww
paderrdnd-an-tho-bollaain gbaciy
tnteresi-charge which- the swm-ob the manihlyobe

of orepapamed-ive frlk-doroms-do- tha sum-of the-sohedole

(2) Refunds. Notwithstonding the provisions of g

interast-ehorpe dhalbba-
shabi-ba e progatios of-the
e S g i e
belonaserob the —vaedrocty

ny contract to the contrary, any

borrower may prepay in full, whc?gcr by payment in o

psh, extension, renewal, er

otherwise, ot eny time before maturity the dabt of an

contract and n 80 parl

debt shall recelve o refund credit thereon for such ant

such
cipation of payments. ;Eo amount

of such refund shall represent at least es ta

sum of the periodic balances scheduled fo follow the Tirst schaduled payment a

ion of the interest chcirl as the
er the

date of prepayment, bears to the sum of oll the peri

¢ balances under the schedule of

payment in the contract. Where the amount of credit

fs less than one dollar (31) no

refund need be mods.

(3) Insurance. emy Any Insuronce written in c
this subsection shall be subject to the limitations, p
in K.S5.A, geetion 16=413 obthe<SeneratStatuies-
thereto. Fhe fremlum or other Identifiable charge for
in connection with such loan may be collected from th
principal of the lean ot the time the lcan Is made.

ctlon with any loon made under
ibitions and regulations contained
+85é-and any amendment
insurance permitted to be written

e borrower or Included In the




(4) Dellnguency fee .

The lender moy, if the intgrest charges are precomputed and

the [oan contract so provides, collect o delinquency and collection charge on sach

Instaliment In default tor a period of not {ess than ten

(10) days in an amount nof In

sxcess of tive percent (5% of each installment or two

dollars Fift. cants (52,507,

whichever is less: Provided, Unly ona such dellnquen

cy or collection charge may be

collected on any such installment, regardies of the pariod during which Tt remalms

in default.

{5) Deferment fee. Upon request by the borrows

t, the lender moy defer, as of

the date of any installment due dats, the scheduled du

ja_date of ol wholly unpald

insteliments upon which no rﬁﬂ?\quency fee has been d

cliected, and extended the

maturity date of the contract for a correspondl

riod; betors computing the

determent fes, the lender may add fo fhe unpaid balan

ice the cost of insurcnce

incidental to the daferment plus any accrued dellnguency charges, and shall deduct

therefrom any refund Hhat may be dus; tha lender moy

charge for such deferment an

amount equal to the difference batwsen the refund

required for prepayment In full as

of the scheduled due date of the first of the deferred Insta

liments and the emount

which would be required for prepoyment In Tull as of ohe

month prior to said date

multiplied by the rumber of monfhs in the deferment period. Tha deferment charge

sheil be excluded In computing any required rafund.
(8)

{6) Borrower to receive a of contract; or shut
the foan is mode ynder the pm;samu of this subsection

temont of contents. At the time

# e w dellvered to

the borrower, or I! there be two (4) or more borrowers,

to ome (1) of them a copy of

the loen

contract, or a written statement in the English

lenguoge showling In cleer end

distinct terms:

(o)

The name and address of the lender ond o

f one of the borrower er a

maker of the lean;

The date of the loan contract;

The schedule of Instaliments or description thereof;

The principa! amount of the loan excludis

1§ charges;

The rate of che

exprassed In dollars per one hundred doliam per yeor

and the amount of chorgas as the contrac

¥ may provide;

The amount collected or paid out £dr each

kind of Insuronce, If any,

I=

The amount cellected or pald out for fili

and any other fees or charges

made or assessed, and added b the Inds

eansss to be pald by the borrower,

regardiess whether they shall be reteined

the lender or pald to amother,

if said fees or charges orise eut of and in

connection with the lmn;

A genaral description of the collateral or

security for the loan includi

"g

alf other occommadation or other [olnt maker (co~makers);

That the berrowar may prepay the loan in

3

whole o7 in part at ony time

durl

the lender’s regular buslness houm,

ond in case the charges have

been added tc the anci_pd of the loon

t such charges are subject to

the refurd requirements in subsaction (b) (]

) hereln, TF such Toan fs}r;paid

ta full,

(c) Any parson so contracting for a greater rate o

by law shall forfelt ofl interast and charges so contracts
ized by low; and In additior “Sereto shal! forf-'t a sum
amount dus for principal and lawful Interest r charges,
charges contracted for in excess of tha amount authoriza
be tet up 35 = dafense o counter-claim in any actlon to
obligation end the horrawer shall ~lsn r2cover 1 reasona

$ 16-202; L. 955, ;h, '35, 5 25, L, 1957, on, 142,

f interes? or charges than authorizéd

d for In excess of the amount auihor~
of money, to be deductad from the
equal to the amount of interest or

4 by law ond such ameunts may
enforce the ~ollection of such

ble attome ' fae. (5.5, 1949,

§1: June 29.°




iz} Mothing in this act shall te construed e a

16405,

than two thousand one hunursa Joilars (32,100} by 2 e

irnitciion upon icnding morm

nsee  hera anv {lceanses shall

moke a loan of More than fwo thousane one hundrad Aollars (32, '00) wrh Hecensan thall

not, directly or indiracti., charge, contract for, or rece
consideration on such loun araater than the omount a leng
sobsection tabofgeotien k .\ A, | 5202 obthe-Cmmerghd
and none of the provislons of © . 5. A, soeblen=i3 16=410
sweh loon, o

(b} 1f any licensez shall parmit any person,

ve any interest, discount or
ber could legaliy charqge undar
Mo mbes-ob 1848 a3 amendad;
vf this act sholl apoiy to any

rowet  Of 21 an andorser,

as
guarantor or surety for any borrower, or ctherwise, or :Fu&tﬂnd ond wife, lointiy or

saverally to owe directly or contingently, or both, to

of more than iwo thousand one hundred dolflars ($2,100) §
ewing aggregating more than two thousand ome hundred df
ond construed to ba one loan for the purpose of this act,

licensse at any time o sum
pr principal, and even if such sum
pllars (32, 100) shall be considerad

(c) If o licensse shall acquire, directly or Indigectly, by purchase or discount,

bona fide obligations for goods or services owed by the p4
of services, then the amount of such purchased or discoun
shall not ba included in computing the aggregate indebte
licensee for the purpose of the foregoing prohibitions,

yrson who receivad such goods
tad indabtedness to the licensse
Hress of such borrowar Po the

(d) If the proceeds of any loon of two thoussnd
or lass are used to discharge a pre—existing debt of the

one hundred dollars (82, 100)
wer for goods or tervices

owed diractly 1o the person who provided such goods or wrvices, the ilcenses may acrapt

from such person @ guarcnty of poyment of the principol

weh ioan, with Interest ot o

rate ont exceading that which the licenses could lawfully charge If he ware not licensed

hereunder, and the ccceptunce of ona or more of such
shall not affect the rights of such licensse to make the ¢
authorized by section 4@ 16=410 of this act. (L. 1955, ¢

rantees in any aggregats amount
roes agalinst the primary borrower
h. 135, § 5; July ')



16=-410. (e) Maximum rate of charge. Every licensee hersunder may contract for and
recelve, on any loan of money not exceading two thousand one hundred dollars ($2, 100)
In amount, charges at a rate not exceeding three percent (3%) per month on that part of
the unpald principal balance of any loan not in excass of|three hundred dollors ($300),
and five-tixths of one percent {5/6%) per month (or ten percent (10%) per annum) on any
remainder of such unpald principal balance; Provided, that every loan contract shall
provide for periodic payments to be made at approximately equal intervals of time and
substantially equal in amount.

(b) Charges may be precomputed. The charges outhorized by subsection (a)
above may be precomputed on scheduled unpaid principal balances according to the

terms of the contract for the entire life of the loan, udﬂd to the principal amount of

the loan, and the resulting sum shall be divided by the r of monthly or other
regular perlodic payment periods to detsrmine the ap imate amount of each substantially
equal payment to be made under this subsection.

(¢) Refund. A borrower may prepay his loan i full or In part to a licensee
at any time, but T o loan made pursuant to subsection () above Is paid in full, whether
by payment In cash, a new loan, renewal, or otherwise, one month or more before the
final nstaliment date, the licensee shall refund to the borrower the portion of the
precomputed charge by the rule commonly known as the rule of the 78ths, which fs computed
as follows:

The amount of such refund shall represent ot least as great & rtlon of the

interest charges as the sum of the periodic balances scﬁb!&'oa to follow fEe First scheduled
nt after the date of nt, bears to the sum of all the flodic balances under

rE. u:k‘&]h of payment in ?Eo contract. Where the amount of cmgit Ts less than one dellar

T87) no refund need be mads.

(d) Notwithstanding any of the provisions of this section, a licensee shall accept
partial prepayments on any loan contract but shall be nequired to recompute the charges
of said loan contract only when such particl prepayment is made in an amount of one
periodic payment or more and is made one month or mare before the amount 3o paid is due
under the loan contract. Adjustments required by this|subsection may be made at the
termination of the contract.

(e) No consumer type loan made under the provisions of this shall bear interest
after six (&) months from the date of maturity of the fina! instaliment of any said lean in
excess of ten percant (10%) per annum as provided by sestien-K 5. A. 1 =202 eb=the-Goneret
Staterresof-HR4S, as amended, upon the unpaid principal balance of said ioan, but this
provisson shatl not be construed as preventing the makiing of renewal loans insofar as renewal
loans are concerned.

(f) Recording fees. The licensee may collect from the borrewer the actual fees
paid @ publlcﬂmcial, or agency of the state, for filing, recording or releasing ony
Instrument sacuring the loan or for noting o lien on the certificates of title of any vehlcle
as provided by low.




(g) No further © , no splitting contracts cortaln contracts vold, Ne
further or other charges shall iractly of y con od for or received by
any licensss excepl those specifically autherized by this act. No licenses shall
divide lmnpompu‘hmyeontwdmd' for the purposs of or with the effect of
obteining charges in axcess of those cuthorized by this act. All balences dve fo @
iicanseo from eny peison, os @ borrower, or as an endorsar, guarsntor or surety for
any borrower, of otherwise, or due from any husband or wife, jolatly or severally, shall
be considared o part of any loon beling made byol!coma';-wch person for the purpose
of computing interest of charges; Provided, howsver, Any bona fide obligation for goods
or sarvices ewnod owed by the persen who recelved such golod! or services oceuired
directly or indirectly by purchase or discount by the |l noed not be so considered.
If any emount in excess of the charges permitted by this is charged, contracted for,
or recelved, except e the rosult of an aceldentol and fide error of computation,
the conivast of loan shall be vold, and the llcensse shall e no right to eollect of
receltm any principel, charges, of PO TTMPENES WL (L. 1955, ch. 133, $ 10;

July 1.)
{(h) Delinguency fee. The licenses may, If the st charges ara precomputed

and the locn conect s proviios, callect @ dallinguency and colloctlon cherge <2 222
O ) @ 1 Testol iment of hwo G0l le fy cents 30 ris

sy
e} . y one such *"ﬁi or collection Be collected on
any netal iment , s of the per qﬁlit mc%in aatauit.
(i) Deferment fee. Lp wett by the be ‘r @ licensee holding o nofe
A collocted, and the maturify & conirest phell be exiendsd for 0 © ponding
lod and such exte Lhall mot be deoew 1 @ vielahior TR Tomdl]. Insuch event, the
A.. T mm - % msis! PO i b o 7y 2 u
nt would & : 3¢ prepayw n ‘. il ad due Gole © @ Fisst ©
=3 of one month pric old ¢ olTed by M Car of monins -
riod. o 211 be excludged in oo ng any regu 3 refund.




RANSAS SALES FINANCE ACT

16=509. Refunds on prapeyment. MNotwl
any retail instollment contract to the contrary, any
whether by puyment in cash, extension, reaewal,
before maturity the debt of any retail instaliment ¢
such debt sholl receive o refund credit therson for
_T_bc amount o

hstonding e provisions of

bwyar may prepay in full,
atherwise, at any time

nivuct and in so paying

ch anticipotion of payments .,
t 3 proportion of the

scEduled to follow the Frst

acrs o

Section | 6506

(b) The commissioner shall have power o |
attendance of withemes and the production of doc
ond other evidence before him in any matter over wh
control or supervision pertaining to this act, The
power to administer ceths and offirmations fo any

required.
that an

¥ an Investigation or e xominotion the
nob Iiﬁ under this act E; 513!

ate

sve sbpoena: ta compe! the
s, popurs, books, records
ich he has jurisdictien,
ssloner shall have the
whose testimony is
Commisslonar shall disclosa
T;\j o provislons of

court of competent |y ction ' recover such cost,

is reason of other than at the result of a borig fide srror of eomputation,
the cost d such Investigation or examinotion
5nvosﬂqphd’ or ned and the commissioner ntain an action fIn any




