Approved February 24, 1983

Date
MINUTES OF THE _House ~ COMMITTEE ON _Commercial & Financial Institutions
The meeting was called to order by Representative %iiﬁéigi Dyck at
_3:30 x#./p.m. on February 21 1983 in room ___527=S _ of the Capitol.

All members were present except:
Representative Holderman
Committee staff present:

Bill Wolff, Research Department
Bruce Kinzie, Revisor of Statutes' Office
Martha Evans, Committee Secretary

Conferees appearing before the committee:

HB 2109 Karen Griffiths, lst Federal Savings & Loan, Newton, Ks.
Rep. Bob Wunsch, Kansas House of Representatives
Stan Lind, Kansas Association of Finance Companies

HB 2420 Rep. David Heinemann, Kansas House of Representatives

The Chairman welcomed those present and announced that in addition to the hearings
scheduled for HB 2109 and HB 2420 that there were several proposals to be considered
for committee bills and amendments to be considered for HB 2079. He then introduced
Karen Griffiths who had served as a House member and was back representing the
Savings & Loan League as a proponent of HB 2109.

HB 2109 - An act authorizing contracts for payment of fees incurred in foreclosure
‘ of certain mortgages; amending K.S.A. 58-2312 and repealing the existing
section.

Ms. Griffiths, a counsel for the lst Federal Savings & Loan Association of Newton,
Kansas said that according to this bill, the court would enter judgment for an
amount that was considered reasonable for the foreclosure work and the judgment would
be paid by the buyer at the foreclosure sale unless the buyer is the defendant

owner or unless the defendant owner redeems the property. She pointed out that

at a foreclosure sale a third party buys the property for the amount that you have
in it but our law specifically excludes attorney's fees which are a part of the cost.
Therefore, the money to pay the attorney's must come directly out of your business
expenses and cannot be assessed as a judgment against the property. She said that
this law would not be retroactive and would apply only to lst mortgages where

such an agreement has been contracted for in the loan. During these difficult
economic times, passage of this bill would discourage overly advantageous land deals
on foreclosure sales and would simply reimburse businesses for their cost of doing
business, she concluded. (Attachment 1)

Rep. Wunsch spoke briefly to the committee. He expressed concern about reimbursement
of the lst mortgage holder's attorney fees when a 2nd mortgagor takes the foreclosure
action. He said that he represented Equitable Life Assurance and in such cases as
this where Equitable holds a first mortgage and there is foreclosure action by the
second mortgage holder, that Equitable must pay him for his services in protecting
Equitable's interests.

Stan Lind, representing the Kansas Association of Finance Companies, appeared in
opposition to HB 2109. He said that in reality what this bill does is to transfer
liability to the 2nd mortgage holders and would show preference for ome class of
lenders over another. He said that it has been unlawful to contract for the payment
of attorney's fees upon foreclosure since 1876.

HB 2079 - An act concerning interest rates; amending K.S.A. 1982 Supp 16-207,
16a-2-201, 16a-2-202 and 16a-2-401 and repealing the existing sections
and also repealing K.S.A. 1982 Supp. 16-207e and 16a-2-401b.

The Chairman presented some amendments on HB 2079 to the committee for their consider-
ation. He said that the amendments leave the status of interest rates just as they
presently are and sets the sunset back two years from 1983 to 1985. (Attachment 2)

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

editing or corrections. Page 1 Of 2




CONTINUATION SHEET

MINUTES OF THE House COMMITTEE ON Commercial & Financial Institutions

room __227-8 Statehouse, at __3:30  ¥¥1./p.m. on February 21 1983,

Representative Francisco moved that the amendments as presented to the committee
be adopted. The motion was seconded by Representative Miller, and approved by the
committee.

Representative Miller moved the bill be passed out of committee favorably as amended.
Representative Jarchow seconded the motion and the motion carried.

Attention was directed by the Chairman to two proposals to be considered by the com-
mittee for introduction as committee bills. The first was to amend K.S.A. 1982 Supp.
16-207 and repealing the existing section and 16-207e and was referred to as a
"clean up' bill. (Attachment 3)

Representative Louis moved the proposed legislation be introduced as a committee
bill and referred back to the committee. Representative Ott seconded the motion and
the motion carried.

The second request for a bill would amend the uniform commercial code; K.S.A. 1981
Supp. 84-9-301 and repealing the existing section. This bill would change from 10
to 20 days the time allowed the secured party to file with respect to a purchase
money security interest. (Attachment 4)

Representative Sand moved this proposed legislation be introduced as a committee
bill. Representative Nichols seconded the motion and the motion carried.

HB 2420 - An act amending the uniform consumer credit code; amending K.S.A. 16a-5-203
and repealing the existing section.

Representative Heinemann, the sponsor of the bill,spoke in favor of its passage.

He explained the the UCCC is complicated and many small businessmen were not in
compliance and were not even aware that they were not. He said that he felt that if
they showed a "good faith attempt at compliance" that they should not be held responsi-
ble for possible errors or misunderstandings.

Rep. Dyck asked how the legal profession defines ''good faith'? Rep. Heinemann said
that he was unsure. Rep. Louis asked if '"'good faith' was to replace the ''preponder-
ance of evidence' in the proceding paragraph to which the Rep. responded that it
would not. Representative Ott said that the UCCC is not understood by many and Jim
Maag of the KBA volunteered that this was so and needed to be corrected. However,
Mr. Maag said that he was afraid that the bill was in violation of Regulation Z.

The meeting was adjournéd by the Chairman at 4:40 p.m.

The next meeting of the committee will be at 3:30 p.m. on February 22, 1983.
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TO: Members of House Committee on Commercial and Financial

Institutions
FROM: Karen L. Griffiths
Counsel for First Federal Savings and Loan

Association, Newton, Kansas

DATE: February 21lst, 1983
SUBJECT: House Bill 2109
House Bill 2109, as introduced, allows for the inclusion of a

contractual agreement in first real estate mortgages for the
payment of reasonable attorney fees upon foreclosure of the
mortgage. According toc the bill, the court would enter judgment
for an amount that was considered reasonable for the foreclosure
work. The judgment would be paid by the buyer at the foreclosure
sale, unless that buyer is the defendant owner or unless the
defendant owner redeems the property.

In Kansas, since at least 1876 when K.S.A. 58-2312 was first
enacted it has been unlawful to contract for the payment of
attorneys fees upon foreclosure. Now, on the contrary, in the
majority of other Jjurisdictions, there 1is the absence of
statutory provisions on the subject, and they regard as valid and
enforceable a stipulation in a mortgage fixing the amount of
attorney's fees, provided the amount fixed is reasonable. In
addition, at the federal level, attorney's fees will be allowed,
according to a clause in the mortgage, where such clause and
allowance are valid under the laws of the state.

Generally speaking, attorneys fees should be allowed, Just as
. costs are in foreclosure actions, as part of the necessary
expense of services incident to the foreclosure. Fees which

courts would approve depend on the circumstances of each case and
the amount of work involved.

Let's look at a fact situation under the Kansas law. If you were
in the DVusiness of lending money for a first mortgage and the
buyer did not make his loan payments, the property would be
subject to foreclosure. The procedure would then be to contact
your attorney to begin the necessary proceedings. The money to
pay the attorney's fees comes directly out of your business
expenses and cannot be assessed as a judgment against the land

subject to foreclosure. At the foreclosure sale a third party
buys the property for the amount that you have in it. (That is
the amount of the 1loan, taxes, etc..., but our statute

specifically excludes attorney's fees.)

Attachment 1
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House Bill 2109 would allow for the assessment of attorney's fees
as a Jjudgment against the land, only on a first mortgage
foreclosure and not as against the defendant owner, if the owner
buys at the foreclosure sale or redeems the property during the
redemption period. This, simply, would reimburse businesses for
the cost of doing business, and would discourage overly
advantageous land deals on foreclosure sales, especially during
these most difficult economic times.

It should also be remembered that in the proposed bill,
attorney's fees will only be assessed in those cases where such
an agreement has been contracted for in the loan for a first real

estate mortgage.

Land deals and mortgages have changed since this law was enacted
and it 1is time to create a more equitable public policy when
dealing with first mortgage foreclosures.
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Session of 1983

HOUSE BILL No. 2079

By Committee on Commercial and Financial Institutions

1-24

AN ACT eeneerni »amending K.S.A. 1982 Supp.
}6-26% 162-2-201, 16a-2-202 andy16a-2-401 andyrepealing the

amending

the uniform consumer coder

g finance charaess.

existing sections and also repealing K.S.A. 1982 Supp. F&-267€
-amd 16a-2-401b.

Be it enacted by the Legislature of the State of Kansas:
gction 1. K.S.A. 1982 Supp. 16-207 is hereby amended 4

read M\follows: 16-207. (a) Subject to the following provision¢the -

parties thany bond, bill, promissory note or other instrupfent of
writing for\the payment or forbearance of money may/stipulate
therein for inthgest receivable upon the amount of sugh bond, bill,
note or other instyument of writing, at a rate not to €xceed 15% per
annum unless othéxwise specifically authorized by law.

(b) The maximum¥ate of interest per anpdm for notes secured
by all real estate mortga}es and contractg’for deed to real estate
executed on or after the eMective datg”of this act shall be at an
amount equal to 112 percdytagg” points above the average

weighted yield of mortgages adEpted under the federal home .
loan mortgage corporation’s yeekIx purchase program effective -

on the first day of each sionth unlgss otherwise specifically
authorized by law. SuchAnterest rate shhll be computed for each
calendar month and e effective on the Ngst day thereof. The
secretary of state sjll publish notice of such\maximum interest
rate in the firsy/hot later than the second isstg of the Kansas
register publj¢hed each month. The initial rate olNnterest upon
any convedtional loan evidenced by a note secure¥ by a real
estate mdrtgage shall not exceed the rate quoted in the apRlication
execyfed by the borrower on the day on which applicatisn for
sy¢h conventional loan is made.
(c) No penalty shall be assessed against any party for prepa

|

concerni
l6a-3-204 and i

Attachment 2
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nent of any home loan evidenced by a note secured by a re
edate mortgage where such prepayment is made more than £ix
moXths after execution of such nate.

(d)\ The lender may collect from the borrower: (1) TheActual
fees pajd a public official or agency of the state, or/federal
governmynt, for filing, recording or releasing any ifstrument
relating to\a loan subject to the provisions of this géction; and

(2) reasohable expenses incurred by the lender #h connection
with the makiyg, closing, disbursing, extending/readjusting or
renewing of loalg subject to the provisions of fhis section.

(e) Any personYo contracting for a greater fhte of interest than
that authorized by ¥iis section shall forfeiy all interest so con-
tracted for in excess o\the amount authoriZed under this section;
and in addition therety shall forfeit sum of money, to be
deducted from the amouiX due for prifcipal and lawful interest,
equal to the amount of inlgrest contracted for in excess of the
amount authorized by this segtion And such amounts may be set
up as a defense or countercla\gd in any action to enforce the
collection of such obligation and Yae borrower shall also recover a
reasonable atterney’s attorney fee.

(f) The interest rates preScribed ¥ subsections (a) and (b) of
this section shall not apply to a busineds or agricultural loan. For

the purpose of this secfon unless a lody is made primarily for

personal, family or hofisehold purposes, Yae loan shall be con-
sidered a business of agricultural loan. Fo\the purpose of this
subsection, a busifess or agricultural loan s\all include credit
sales and notes sécured by contracts for deed ¥ real estate.

(g) Loans wAde by a qualified plan, as defined\in section 401
of the internal revenue code, to an individual partidipant in such
plan or to a fmember of the family of such individual Rarticipant,
are not sybject to the interest rates prescribed in subségtions (a)
and (b) Af this section.

(h) /The interest rates prescribed in subsections (a) and\b) of
this fection shall not apply to a note secured by a real edate
moftgage or a contract for deed to real estate where the note\gr

éntract for deed permits adjustment of the interest rate, the ter
of the loan or the amortization schedule.

¢

“
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il _The interest rates prescribed in subsections (a) and (b
this sectiomshall not apply to a consumer credit trgnenttion as
defined in subsec 11) ofKSA 16a-1-3 nd amendments

thereto, in which the amo is in excess of $5,000,
except that all other provisi . 16a-1-101 through 16a-

9-102, and amen , plicable to consumer
credit trgnedaCtions in which the amount finan:4%{.?\"»\\%0essojr
0 but less than $25 000.

Sec—- 'K.S.A. 1982 Supp. 16a-2-201 is hereby amended to
read as follows 16a-2-201. (1) With respect to a consumer credit
arrort-Hnanoed—e-$5:000-or-less-and-4¢ other
than a sale pursuant to open end credlt a seller may contract for
and receive a finance charge not exceeding that permitted by this
section,

The finance chdrge calcuhted according to the actuarj

belanee of the amount financethith i
not exeeed $3:000; and

Ola, and amendments thereto.

{ section 1.} .

(2) The finance charge, calculated ac—
cording to the actuarial method, may not
exceed the equivalent of the following:

The total of:

(a) Twenty-one percent per year on that
part of the unpaid balance of the amount -
financed which is $300 or less;

(b) eighteen percent per year on that part
of the unpaid balance of the amount fi-
nanced which is more than $300 but does
not exceed $1,000; and

(c) fourteen and forty-five hundredths
percent per year on that part of the unpaid
balance of the amount financed which is
more than $1,000.

]

(3) This section does not limit or restrict the manner of cal-
culating the finance charge whether by way of add-on, discount,
or otherwise, so long as the rate of the finance charge does not
exceed that permitted by this section. If the sale is precomputed:

(a) The finance charge may be calculated on the assumption
that all scheduled payments will be made when due; and

(b) the effect of prepayment is governed by the provisions on
rebate upon prepayment (16a-2-510).

(4) For the purposes of this section, the term of a sale agree-
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ment commences with the date the credit is granted or, if goods
are delivered or services performed 10 days or more after that
date, with the date of commencement of delivery or performance.
Differences in the lengths of months are disregarded and a day
may be counted as 1/30th of a month. Subject to classifications and
differentiations the seller may reasonably establish, a part of a
month in excess of 15 days may be treated as a full month if
periods of 15 days or less are disregarded and that procedure is
not consistently used to obtain a greater yield than would other-
wise be permitted.

(8) Subject to classifications and differentiations the seller
may reasonably establish, the seller may make the same finance
charge on all amounts financed within a specified range. A
finance charge so made does not violate subsection (2) if:

(a) When applied to the median amount within each range, it
does not exceed the maximum permitted by subsection (2); and

(b) when applied to the lowest amount within each range, it
does not produce a rate of finance charge exceeding the rate
calculated according to paragraph (a) by more than 8% of the rate
calculated according to paragraph (a). _

(6) Notwithstanding subsection (2), the seller may contract for
and receive a minimum finance charge of not more than $5 when
the amount financed does not exceed $75, or not more than $7.50
when the amount financed exceeds $75.

€H  As an alternative to the rates set forth in subseetion (2);

during the period beginning on the effective date of this act and
ending July 1; 1083; the seller may contract for and reecive @
finanee eharge not execeding 81% per year on the unpaid bal-
ances _af the smonnt financed:

f

|

(7) As an alternative to the rates set
forth in subsection (2), during the period
beginning on the effective date of this act
and ending July 1, 1985, the seller may
contract for and receive a finance charge

Sec.”37 K.5.A. 1982 Supp. 16a-2-202 is hereby amended to
read as follows: 16a-2-202. (1) With respect to a consumer credit
sale, fn-which-the-amountfinanced-is-$5.000-or-less-and—4s made
pursuant to open end credit, the parties to the sale may contract
for the payment by the buyer of a finance charge not exceeding
that permitted in this section.

(2) A charge may be made in each billing cycle which is a
percentage of an amount no greater than: : !

[N

not exceeding 21% per year on the unpaid
balances of the amount financed.

| 2]
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(a) The average daily balance of the account, which is the sum
of the actual amounts outstanding eacl; day during the billing
cycle divided by the number of days in the cycle;

(b) the unpaid balance of the account on the last day of the
billing cycle; or

(c) the median amount within a specified range within which
the average daily balance of the account or the unpaid balance of
the account on the last day of the billing cycle is included. A
charge may be made pursuant to this paragraph only if the seller,
subject to classifications and differentiations the seller may rea-
sonably establish, makes the same charge on all balances within
the specified range and if the percentage when applied to the
median amount within the range does not produce a charge
exceeding the charge resulting from applying that percentage to
the lowest amount within the range by more than 8% of the
charge on the median amount.

(3) If the billing cycle is monthly, the charge may not exceed
1:76% of that part of the ameunt pursuant to subseetion (2) whieh
i3 $300 or less and 1:50% on that part of this ameunt whieh is
mere than $300 but net mere then $1,000 and 1-20% on that part
&dm&ﬁxeﬂﬁtwhehwmefeéaaﬁ%()@@ Mi8-of the-maxtmum
Mmmdmn#&&hemtm&ﬁed—by%&m-

401a-and anendments-theretd® If the billing cycle is not monthly,
the maximum charge is that percentage which bears the same
relation to the applicable monthly percentage as the number of
days in the billing cycle bears to 30. For the purposes of this
section, a variation of not more than four days from month to
month is “the last day of the billing cycle.”

(4) Notwithstanding subsection (3), if there is an unpaid bal-
ance on the date as of which the credit service charge is applied,
the seller may contract for and receive a charge not exceeding $.50
if the billing cycle is monthly or longer, or the pro rata part of $.50
which bears the same relation to $.50 as the number of days in the
billing cycle bears to 30 if the billing cycle is shorter than
monthly.

(6) A9 an elternative to the rates set forth in subsection (3);

T

1.75% of that part of the amount pursuant
to subsection (2) which is $300 or less and
1.5% on that part of this amount which is
more than $300 but not more than $1,000 and
1.2 on that part of this amount which is
more than $1,000
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during the period beginning on the effeetive date of this aet and
ending July 1; 1083; the parties to the sale may eontraet for and
the seller may reecive a finanee eharge not exeeeding 21% per
year on the amount determined pursuant te subseetion (3)

ST

(5) As an alternative to the rates set forth
in subsection (3), during the period beginning
on the effective date of this act and ending
July 1, 1985, the parties to the sale may con-

Sec. -4 _K.S. A, 1982 Supp. 16a-2-401 is hereby amended to

tract for and the seller may receive a finance

read as follows: 16a-2-401. (1) With respect to a consumer loan, i
which-the-amount-finaneed-is-$5,000-6+less-and including a loan
pursuant to open end credit, a lender may contract for and receive
a finance charge, calculated according to the actuarial method,
not exceeding 18% per year on the unpaid balance of the amount

charge not exceeding 21% per year on the amount
determined pursuant to subsection (2).

3.

financed not exceeding $1,000 and 14-45% 45% per year on that
portion of the unpaid balance in excess of $1,000.

(2) As an alternative to the rates set forth in subsection (1),
with respect to a supervised loan made under a license issued by
the administrator, including a loan pursuant to open end credit, a
supervised lender may contract for and receive a finance charge,
calculated according to the actuarial method, not exceeding the
equivalent of the greater of either of the following:

The total of: (a) Thirty-six percent per year on that part of the
unpaid balance of the amount financed which is $300 or less; and

(b) twenty-one percent per year on that part of the unpaid
balance of the amount financed which is more than $300, but
does not exceed $1,000; and

’E?§\
,
;

L 14.45%)

(¢) feurteen and forty-five hundredths fiffesn percent per year
on that portion of the unpaid balance of the amount financed
which is more than $1,000; or

(d) eighteen percent per year on the unpaid balance of the
amount financed.

(3) This section does not limit or restrict the manner of cal-
culating the finance charge, whether by way of add-on, discount,
or otherwise, so long as the rate of the finance charge does not
exceed that permitted by this section. The finance charge may be
contracted for and earned at the single annual percentage rate that
would earn the same finance charge as the graduated rates when
the debt is paid according to the agreed terms and the calculations
are made according to the actuarial method. If the loan is pre-
computed:

—

SR 15 ES S T

———

L] fourteen and forty-five hundredths |
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(a) The finance charge may be calculated on the assumption
that all scheduled payments will be made when due; and

(b) the effect of prepayment is governed by the provisions on
rebate upon prepayment (section 16a-2-510).

(4) The term of a loan for the purposes of this section com-
mences on the date the loan is made. Differences in the lengths of
months are disregarded and a day may be counted as 130th of a
month. Subject to classifications and differentiations the lender
may reasonably establish, a part of a month in excess of 15 days
may be treated as a full month if periods of 15 days or less are
disregarded and that procedure is not consistently used to obtain
a greater yield than would otherwise be permitted.

(8) Subject to classifications and differentiations the lender
may reasonably establish, the lender may make the same finance
charge on all amounts financed within a specified range. A
finance charge so made does not violate subsections (1) and (2) if:

(a) When applied to the median amount within each range, it
does not exceed the maximum amount permitted in subsections
(1) and (2); and

(b) when applied to the lowest amount within each range, it
does not produce a rate of finance charge exceeding the rate
calculated according to paragraph (a) by more than 8% of the rate
calculated according to paragraph (a).

(6) Notwithstanding subsections (1) and (2), a lender may
contract for and receive a minimum finance charge of not more
than $5 when the amount financed does not exceed $75, or not
more than $7.50 when the amount financed exceeds $75.

(7) This section shall not apply to a loan secured by an
interest in land the interest rate of which is governed by subsec-
tion (b) of K.S.A. 16-207, and amendments thereto, unless made
subject hereto by agreement.

(8) This section shall not apply to a loan secured by an
interest in land subordinate to a prior mortgage and held by a
lender other than the lender of the first mortgage, the interest rate
of which is governed by subsection (b) or (h) of K.S.A. 16-207,
and any amendments thereto, unless made subject hereto by
agreement.
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(9) As an alternative to the rates set forth in subsection (1) and

subsection (2)(d), during the period beginning en the effeetive

date of this aet and ending July 1; 1082;/a supervised finanetel
erganigation lender may contract for and receive a finance charge
not exceeding 8% 21% per year on the unpaid balance of the
amount financed. »

Sec. 5. K.S.A. 1982 Supp. 16-20716-207¢; 16a-2-201, 16a-2-
202, 16a-2-401 and 16a-2-401bgare hereby repealed.

e R I

during the period beginning on the effective
date of this act and ending July 1, 1985,

2

| and 16a-3-204 |

Sec. 6. This act shall take effect and be in force Irom and alter
its publication in the statute book.

Sec. 4. K.S.A. 1982 Supp. 16a-3-204 is hereby amended to
ead as follows: 16a-3-204. (1) If a creditor makes a change in
e terms of an open end credit account without complying with
1is section any additional cost or charge to the consumer
esulting from the change is an excess charge and subject to the
emedies available to consumers (section 16a-5-201) and to the
administrator (section 16a-6-~113).
(2) A creditor may change the terms of an open end credit
account whether or not the change is authorized by prior
agreement. Except as provided in subsection (3), the lender shall
give to the consumer written notice of any change at least three
times, with the first notice at least six months before the
effective date of the change.
(3) The notice specified in subsection (2) is not required

if:

(a) The consumer after receiving notice of the change
agrees 1n writing to the change;

(b) the consumer elects to pay an amount designated on a
billing statement as including a new charge for a benefit offered
to the consumer when the benefit and charge constitute the change
in terms and when the billing statement also states the amount
payable if the new charge is excluded;

(c) the change involves no significant cost to the
consumer;

(d) the consumer has previously consented in writing to the
kind of change made and notice of the change is given to the

consumer in two billing cycles prior to the effective date of the
change; or

(e) the change applies only to debts incurred after a date
specified in a notice of the change given in two billing cycles
prior to the effective date of the change.

(4) The notice provided for in this section is given to the
consumer when mailed to the consumer at the address used by the
creditor for sending periodic billing statements.

(5) Notwithstanding subsection (2), from and after the

R et

effective date of this act and until July 1, 583 1985, a !
creditor may change the finance charge in an open end credit i

account after 30 days written notice is given to the consumer.

At b o e ———————
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HOUSE BILL NO.

By Committee on Commercial and Financial Institutions

AN ACT concerning interest rates; relating to the Kansas
registers amending K.S.A. 1982 Supp. 16-207 and repealing
the existing sectioni also repealing K.S.A. 1982 Supp.

16-207e.

Be it epacted bv the legislature of the State of Kansas:

Section 1. K.S.A. 1982 Supp. 16=207 is hereby amended to
read as followss: 16-207. (a) Subject to the following
provision, the parties to any bond, bill, promissory note or
other instrument of writing for the payment or forbearance of
money may stipulate therein for interest receivable upon the
amount of such bond, bill, note or other instrument of writing,
at a rate not to exceed 15% per annum unless otherwise
specifically authorized by law.

(b) The maximum rate of interest per annum for notes
secured by all real estate mortgages and contracts for deed to
real estate executed on or after the effective date of this act
shall be at an amount equal to | 1/2 percentage points above the
average weighted yield of mortgages accepted under the federal
home loan mortgage corporation’s weekly purchase program
effective on the first day of each month unless otherwise
specifically authorized by law. Such interest rate shall Dbe
computed for each calendar month and be effective on the first
day thereof. The secretary of state shall publish notice of such

maximum interest rate tm—tRhe—fitrst pot later than the second

issue of the Kansas register published each month. The initial
rate of interest upon any conventional loan evidenced by a note
secured by a real estate mortgage shall not exceed the rate
quoted in the application executed by the borrower on the day on
which application for such conventional loan is made.

(c) No penalty shall be assessed against any party for
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prepayment of any home loan evidenced by a note secured by a real
estate mortgage where such prepayment 1is made more than six
months after execution of such note.

(d) The lender may collect from the borrower: (1) The
actual fees paid a public official or agency of the state, or
federal government, for filing, recording or reléasing any
instrument relating to a loan subject to the provisions of this
sections and

(2) reasonable expenses incurred by the lender in
connection with the making, closing, disbursing, extending,
readjusting or renewing of loans subject to the provisions of
this section.

(e) Any person so contracting for a greater rate of
interest than that authorized by this section shall forfeit all
interest so contracted for in excess of the amount authorized
under this sections and in addition thereto shall forfeit a sum
of money, to be deducted from the amount due for principal and
lawful interest, equal to the amount of interest contracted for
in excess of the amount authorized by this section and such
amounts may be set up as.a defense or counterclaim in any action
to enforce the <collection of such obligation and the borrower
shall also recover a reasonable attermey4s attorney fee.

(f) The interest rates prescribed in subsections (a) and
(b) of this section shall not apply to a business or agricultural
loan. For the purpose of this section unless a loan is made
primarily for personal, family or household purposes, the loan
shall be considered a business or agricultural loan. For the
purpose of this subsection, a business or agricultural loan shall
include credit sales and notes secured by contracts for deed to
real estate.

(g) loans .made by a qualified plan, as defined in section
401 of the internal revenue code, to an individual participant in
such plan or to a member of the family of such individual
participant, are ncot subject to the interest rates prescribed in

subsections (a) and (b) of this section.



(h) The interest rates prescribed in subsections (a) and
(b) of this section shall not apply to a note secured by a real
estate mortgage or a contract for deed to real estate where the
note or contract for deedl permits adjustment of the interest
rate, the term of the loan or the amortization schedule.

Sec. 2. K.S.A. 1982 Supp. 16=-207 and 16=207e are hereby
repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the statute book.
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HOUSE BILL NO.

By Committee on Commercial and Financial Institutions

AN ACT amending the uniform commercial codes relating to priority
over unperfected security interestss amending K.S.A. 198l

Supp. 84-9-301 and repealing the existing section.

Section 1. K.S.A. 1981 Supp. 84-9-301 is hereby amended to
read as followss 84-~9-301. (1) Except as otherwise provided in
subsection (2), an unperfected security interest 1is subordinate
to the rights of:z

(a) Persons entitled to priority under secttom K.3J.A.
84-9-312, and_amendments theretos

(b) a person who becomes a 1lien creditor before the
security interest is perfected;

(c) in the <case of goods, instruments, documentsy and
chattel paper, a person who is not a secured party and who 1is a
transferee in bulk or other buyer not in ordinary course of
business, or is a buyer of farm products in ordinary course of
business, to the -extent that me such buver gives value and
receives delivery of the collateral without knowledge of the
security interest and before it is perfected;

(d) in the <case of accounts and general intangibles, a
person who is not a secured party and who is a transferee to the
extent that ke such_person gives value without knowledge of the
security interest and before it is perfected.

(2) If the secured party files with respect to a purchase
money security interest before or within *em—¢+5> 20 days after

the debtor receives possession of the collateral, kBe the secured

party takes priority over the rights of a transferee in bulk or
of a lien creditor which arise between the time the security

interest attaches and the time of filing.
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(3) A *¥lien creditor® means a creditor who has acquired a
~lien on the property involved by attachment, levy or the like and
includes an assignee for benefit of creditors from the time of
assignmenty and a ‘trustee in bankruptcy from the date of the
filing of the petition or a receiver in equity from the time of
appointment.

(4) A person who becomes a lien creditor while a security
interest is perfected takes subject to the security interest only
to the extent that it secures advances made before ke such person
becomes a lien creditor or within <ferty—five——£45> 45 days
thereafter or made without knowledge of the lien or pursuant to a
commitment entered into without knowledge of the lien.

Sec. 2. K.S.A. 1981 Supp. 84-9-301 is hereby repealed.

Sec. 3. This act shall take effect and be in force from and

after its publication in the statute book.





