Approved March 12, 1984
Date

MINUTES OF THE _SENATE  COMMITTEE ON COMMERCTAT, AND FINANCTAL INSTITUTIONS

The meeting was called to order by Sen. Neil H. Arasmith at
Chairperson

_9:00  am./m. on March 1 198%in room 22975 of the Capitol.

All members were present except:

Senators Hess, Reilly, and Gordon - Excused
Committee staff present:

Bill Wolff, Legislative Research

Bruce Kinzie, Revisor of Statutes
Conferees appearing before the committee:

None

The mimutes of February 29 were approved.

The chairman announced that Sen. Werts would give the Banking Subcommittee report
on SB 472 which amends the Uniform Consumer Credit Code.

Sen. Werts went through the balloon of the bill page by page with an explanation
of each change made. (See Attachment I.) There were additional technical amend-
ments to be made on lines 179 and 553 by inserting after '"loss" the following:
",except as provided in subparagraph (i) of paragraph (b) of subsection (1) of
section 16".

Upon completion of committee discussion of the bill, Sen. Pomeroy made a motion to
adopt the subcommittee report with the two additional technical amendments explained
by Sen. Werts. Sen. Feleciano seconded, and the motion carried.

Sen. Werts made a motion to report SB 472 favorably as amended. Sen. Pomeroy
seconded, and the motion carried.

With this action onm SB 472, the chairman asked for action on SB 419 which addresses
the notice section of the statute and is included in S$B 472.

Sen. Feleciano made a motion to report SB 419 adversely. Sen. Pomeroy seconded, and
the motion carried.

The meeting was adjourned.

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 _L Of L
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Session of 1984 .

SENATE BILL No. 472
By Special Committee on Commercial and Financial Institutions
Re Proposal No. 6
12-20

AN ACT amending the uniform consumer credit code; amending
K.S.A. 16a-2-301, 16a-2-307, 16a-2-308, 16a-2-501, 16a-2-502,

162-3-265; 16a-3-206, 16a-3-402, 16a-4-202, 16a-5-203 and-

346a-6-104 and K.S.A. 1983 Supp. 16a-1-301, 16a-2-201, 16a-2-

401, 16a-2-510 and 16a-3-204 and repealing the existing sec-

tions; also repealing K.S.A. }6a-3-368; 16a-6-302 and 16a-6-

303.

Be it enacted by the Legislature of the State of Kansas:

Section 1. K.S.A.1983 Supp. 16a-1-301 is hereby amended to
read as follows: 16a-1-301. In addition to definitions appearing in
subsequent articles, in K.S.A. 16a-1-101 through 16a-9-102, and
amendments thereto:

(1) “‘Actuarial method” means the method, defined by rules
adopted by the administrator, of allocating payments made on a
debt between the amount financed and the finance charge pur-
suant to which a payment is applied first to the accumulated
finance charge and the balance is applied to the unpaid amount
financed.

(2) “Administrator’” means the administrator designated in
the article (article 6) on administration (section 16a-6-103).

(3) “Agreement’” means the bargain of the parties in fact as
found in their language or by implication from other circum-
stances including course of dealing or usage of trade or course of
performance.

(4) “Amount financed” means the total of the following
items: '

(a) In the case of a sale, the cash price of the goods, services,
or interest in land, less the amount of any down payment
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whether made in cash or in property traded in, and the amount
actually paid or to be paid by the seller pursuant to an agreement
with the buyer to discharge a security interest in, a lien on, or a
debt with respect to property traded in;

(b) in the case of a loan, the net amount paid to, receivable
by, or paid or payable for the account of the debtor, plus the
amount of any discount excluded from the finance charge (para-
graph (b) of subsection (18) of section 16a-1-301); and

(c) in the case of a sale or loan, to the extent that payment is
deferred and the amount is not otherwise included and is autho-
rized and disclosed to the customer:

(i) Aimounts actually paid or to be paid by the creditor for
registration, certificate of title, or license fees, and

(ii) permitted additional charges (section 16a-2-501).

(5) “Billing cycle” means the time interval between periodic
billing statement dates.

(6) “Cash price” of goods, services, or an interest in land
means the price at which they are offered for sale by the seller to
cash buyers in the ordinary course of business and may include
(a) the cash price of accessories or services related to the sale,
such as delivery, installation, alterations, modifications, and im-
provements, and (b) taxes to the extent imposed on a cash sale of
the goods, services, or interest in land. The cash price stated by
the seller to the buyer in a disclosure statement is presumed to
be the cash price.

(7) “Closing costs” with respect to a debt secured by an
interest in land includes:

(a) Fees or premiums for title examination, title insurance, or
similar purposes including surveys;

(b) fees payable to a third party, not related to the lender, for
preparation of a deed, settlement statement, or other documents;

(c) escrows for future payments of taxes and insurance;

(d) fees for notarizing deeds and other documents;

(e) appraisal fees; and

(f) credit reports.

(8) “Conspicuous”: A term or clause is conspicuous when it
is so written that a reasonable person against whom it is to
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operate ought to have noticed it. Whether a term or clause is
conspicuous or rot is for decision by the trier of fact.

(9) “Consumer” means the buyer, lessee, or debtor to whom

redit is granted in a consumer credit transaction.

(10) “Consumer credit sale”:

(a) Except as provided in paragraph (b), a “consumer credit
sale” is a sale of goods, services, or an interest in land in which:

(i) Credit is granted either by a seller who regularly engages
as a seller in credit transactions of the same kind or pursuant to a
credit card other than a lender credit card,

(ii) the buyer is a person other than an organization,

(iii) the goods, services, or interest in land are purchased
primarily for a personal, family or household purpose,

(iv) either the debt is payable in installments or a finance
charge is made, and

(v) with respect to a sale of goods or services, the amount
financed does not exceed $25,000 vra-mobile-home.

(b) A “consumer credit sale” does not include:

(i) A sale in which the seller allows the buyer to purchase
goods or services pursuant to a lender credit card ; or

(ii) unless the sale is made subject to K.S.A. 16a-1-101
through 16a-9-102, and amendments .thereto, by agreement (sec-
tion 16a-1-109), a sale of an interest in land, other than sales
governed by subsection (10)(b)(iii) of this section, if the finance
charge does not exceed 13% 15% per year calculated according
to the actuarial method on the unpaid balances of the amount
financed on the assumption that the debt will be paid according
to the agreed terms and will not be paid before the end of the
agreed term; or

(iii) a sale by contract for deed of real estate the interest rate
of which is governed by subsection (b) or (h) of K.S.A. 16-207,
and any amendments thereto.

(11) “Consumer credit transaction” means a consumer credit
sale, consumer lease, or consumer loan or a modification thereof
including a refinancing, consolidation, or deferral.

(12) “Consumer lease™: A “consumer lease” is a lease of
goods: '
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(a) Which a lessor regularly engaged in the business of leas-
ing makes to a person, other than an organization, who takes
under the lease primarily for a personal, family or household
purpose;

(b) in which the amount payable under the lease does not
exceed $25,000;

(c) which is for a term exceeding four months; and

(d) which is not made pursuant to a lender credit card.

(13) “Consumer loan™:

(a) Exceptas provided in paragraph (b), a “consumer loan” is
a loan made by a person regularly engaged in the business of
making loans in which:

(i) The debtor is a person other than an organization;

(ii) the debt is incurred primarily for a personal, family or
household purpose;

(iii) either the debt is payable in installments or a finance
charge is made; and

(iv) either the amount financed does not exceed $25,000 or
the debt is secured by an interest in land er-a-mobite—home.

(b) Unless the loan is made subject to K.S.A. 16a-1-101
through 16a-9-102, and amendments thereto, by agreement (sec-
tion 16a-1-109), a “consumer loan” does not include:

(i) A loan secured by a first real estate mortgage; or

(ii) aloan secured by a second or other subordinate mortgage
if the second or other subordinate mortgage is granted to the
same lender as the first mortgage; or

(iii) aloan made bya 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.

(14) “Credit” means the right granted by a creditor to a
debtor to defer payment of debt or to incur debt and defer its
payment.

(15) “Credit card” means an arrangement pursuant to which
a card issuer gives a cardholder the privilege of purchasing or
leasing goods or services, obtaining loans, or otherwise obtaining
credit from the card issuer or other persons.

(16) “Creditor” means the person who grants credit in a
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' consumer credit transaction or, except as otherwise provided, an
, assignee of a creditor’s right to payment, but, use of the term
) de=< not in itself impose on an assignee any obligation of such
) ee’s assignor. In the case of credit granted pursuant to a
| crcait card, the “person who grants credit” is the card issuer and
> not another person honoring the credit card.
3 (17) “Earnings” means compensation paid or payable to an
4+ individual or for such individual’s account for personal services
5 rendered or to be rendered by such individual, whether denom-
6 inated as wages, salary, commission, bonus, or otherwise, and
7 includes periodic payments pursuant to a pension, retirement, or
8 disability program.
9 (18) “Finance charge’:
o (a) “Finance charge” means the sum of:
n (i) Allcharges payable directly or indirectly by the consumer
72 and imposed directly or indirectly by the creditor as an incident
13 to or as a condition of the extension of credit, including any of the
74 following types of charges which are applicable; interest or any
75 amount payable under a point, discount or other system of
76 charges, however denominated; time price differential, service,
77 carrying or other charge, however denominated; premium or
78 other charge for any guarantee Or insurance protecting the cred-
79 itor against the consumer’s default or other credit loss;and
80 (ii) charges incurred for investigating the collateral or credit-
18 thiness of the consumer or for commissions or brokerage for
18 aining the credit, irrespective of the person to whom the
183 charges are paid or payable, unless the creditor had na notice of
184 the charges when the credit was granted.
185 (b) The term does not include:
186 (i) Charges as a result of default, additional charges (section
187 16a-2-501), delinquency charges (section 16a-2-502), or deferral
188 charges (section 16a-2-503), or
neg (i) if a lender makes a loan to a debtor by purchasing or
5190 satisfying obligations of the debtor pursuant to a lender credit
iJi «d and the purchase or satisfaction is made at less than the face
o1v. _mount of the obligation, the discount, or
0193 (iii) closing costs as defined in section 16a-1-301(7).
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(19) “Goods” includes goods not in existence at the time the

transaction is entered into and merchandise certificates, but
excludes money, chattel paper, documents of title, and instru-

ments.

(20) Except as otherwise provided, “lender” inc]urdes an
assignee of the lender’s right to payment but use of the term does
not in itself impose on an assignee any obligation of the lender
with respect to events occurrihg before the assignment.

(21) “Lender credit card” means a credit card issued by a
supervised lender.

(22) “Loan’:

(a) Except as provided in paragraph (b), a “loan” includes:

(i) The creation of debt by the lender’s payment of or agree-
ment to pay money to the debtor or to a third party for the
account of the debtor;

(ii) the creation of debt either pursuant to a lender credit card

or by a cash advance to a debtor pursuant to a credit card other
than a lender credit card;

(iii) the creation of debt by a credit to an account with the
lender upon which the debtor is entitled to draw immediately;

and
(iv) the forbearance of debt arising from a loan.
(b) A “loan” does not include the payment or agreement to

pay money to a third party for the account of a debtor if the debt
of the debtor arises from a sale or lease and results from use of
either a credit card issued by a person primarily in the business
of selling or leasing goods or services or any other credit card
which may be used for the purchase of goods or services and
which is not a lender credit card.

(23) “Merchandise certificate” means a writing issued by a
seller not redeemable in cash and usable in its face amount in
lieu of cash in exchange for goods or services.

(24) “Official fees” means:

(a) Fees and charges prescribed by law which actually are or
will be paid to public officials for determining the existence of or
for perfecting, releasing, or satisfying a security interest related
to a consumer credit sale, consumer lease, or consumer loan; or
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(b) premiums payable for insurance in lieu of perfecting a

' security interest otherwise required by the creditor in connec-

¢ -vith the sale, lease, or loan, if the premium does not exceed
s and charges described in paragraph (a) which would
otherwise be payable.

(25) “Open end credit” means an arrangement pursuant to
which:

(a) A creditor may permit a consumer, from time to time, to
purchase goods or services on credit from the creditor or pursu-
ant to a credit card, or to obtain loans from the creditor or
pursuant to a credit card;

(b) the unpaid balance of amounts financed and the finance
and other appropriate charges are debited to an account;

(c) the finance charge, if made, is not precomputed but is
computed on the outstandil']g unpaid balances of the consumer’s
account from time to time; and

(d) the consumer has the privilege of paying the balances in
installments.

(26) “Organization” means a corporation, government or
governmental subdivision or agency, trust, estate, partnesship,
cooperative, or association.

(27) “Payable in installments” means that payment is re-
quired or permitted by agreement to be made in (a) two or more
periodic payments, excluding a down payment, with respecttoa,

* arising from a consumer credit sale pursuant to which a
unce charge is made, (b) four or more periodic payments,
excluding a down payment, with respect to a debt arising from a:
consumer credit sale pursuant to which no finance charge is
made, or (c) two or more periodic payments with respect to a
debt arising from a consumer loan. If any periodic payment other
than the down payment under an agreement requiring or per-
mitting two or more periodic payments is more than twice the
amount of any other periodic payment, excluding the down
—ayment, the consumer credit transaction is “payable in install-
nts.”

(28) “Person” includes a natural person or an individual, and

an organization.
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(29) “Person related to” with respect to an individual means
(a) the spouse of the individual, (b) a brother, brother-in-law,
sister, sister-in-law of the individual, (¢) an ancestor or lineal
descendant of the individual or the individual’s spouse, and (d)
any other relative, by blood, adoption or marriage, of the indi-
vidual or such individual’s spouse who shares the same home
with the individual. “Person related to” with respect to an
organization means (a) a person directly or indirectly controlling,
controlled by or under common control with the organization, (b)
an officer or director of the organization or a person performing
similar functions with respect to the organization or to a person
related to the organization, (c) the spouse of a person related to
the organization, and (d) a relative by blood, adoption or mar-
riage of a person related to the organization who shares the same
home with such person.

(30) “Precomputed”: A finance charge or consumer credit
transaction is “precomputed” if the debt is expressed as a sum
comprising the amount financed and the amount of the finance
charge computed in advance.

(31) “Presumed” or “presumption” means that the trier of
fact must find the existence of the fact presumed unless and until
evidence is introduced which would support a finding of its
nonexistence.

(32) “Sale of goods” includes any agreement in the form of a
bailment or lease of goods if the bailee or lessee agrees to pay as
compensation for use a sum substantially equivalent to or in
excess of the aggregate value of the goods involved and it is
agreed that the bailee or lessee will become, or for no other or a
nominal consideration has the option to become, the owner of
the goods upon full compliance with such bailee’s or lessee’s
obligations under the agreements. -

(33) “Sale of an interest in land” includes a lease in which
the lessee has an option to purchase the interest and all or a
substantial part of the rental or other payments previously made
by the lessee are applied to the purchase price.

(34) “Sale of services” means furnishing or agreeing to fur-
nish services and includes making arrangements to have services
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furnished by another.
(35) “Seller”: Except as otherwise provided, “seller” in-
Aes an assignee of the seller’s right 1o payment but use of the
. does not in itself impose on an assignee any obligation of
the seller with respect to events occurring before the assign-
ment.

(36) “Services” includes (a) work, labor, and other personal
services, (b) privileges with respect to transportation, hotel and
restaurant accommodations, education, entertainment, recre-
ation, physical culture, hospital accommodations, funerals, cem-
etery accommodations, and the like, and (c) insurance.

(37) “Supervised financial organization” means a person,
other than an insurance company or other organization primarily
engaged in an insurance business:

(a) Organized, chartered, or holding an authorization certifi-
cate under the laws of this state or of the United States which
authorize the person to make loans and to receive deposits,
including a savings, share, certificate or deposit account; and

(b) subject to supervision by an official or agency of this state
or of the United States.

(38) “Supervised lender” means a person authorized to make
or take assignments of supervised loans, either under a license
issued by the administrator (section 16a-2-301); or as a super-
vised financial organization (section 16a-1-301(37)) ex as an agri-

ural eredit corporation {seetien 160-2-301).

(39) “Supervised loan” means a consumer loan, including a
loan made pursuant to open end credit, in which the rate of the
finance charge, calculated according to the actuarial method,
exceeds 12% 15% per year.

40 “Seller credit card™ means either of the following:

(a) A creditcard issued primarily for the pu of giving

i codif card to purchase
the card issuer, persons
or franchised to do
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0342 (b)}—a-eredit-card-issued-by-a-person-other-than-a-supervised
0343 lender-primarityfor-the-purpose-of-giving-tho-eardholder—the
344 privilege-ofusing-the-credit-eard-to-purohase-orleaseproperty

15 orservicesfrom—at-least 100 persons-not related to the card

0346 issuer.

0347  Sec. 2. K.S.A. 1983 Supp. 16a-2-201 is hereby amended to

0348 read as follows: 16a-2-201. (1) With respect to a consumer credit

0349 sale, other than a sale pursuant to open end credit, a seller may

0350 contract for ana receive a finance charge not exceeding that

0351 permitted by this section.

0352 (2) The finance charge, calculated according to the actuarial

0353 method, may not exceed the equivalent of the following:

0354  The total of:

0355 (a) Twenty-one percent per year on that part of the unpaid

0356 balance of the amount financed which is $300 or less;

0357 (b) eighteen percent per year on that part of the unpaid

0358 balance of the amount financed which is more than $300 but N

0359 does not exceed $1,000; and

0360  (c) fourteen and forty-five hundredths percent per year on ¥

0361 that part of the unpaid balance of the amount financed which is

0362 more than $1,000.

0363  (3) This section does not limit or restrict the manner of

0364 calculating the finance charge whether by way of add-on, dis-

0365 count, or otherwise, so long as the rate of the finance charge does
66 not exceed that permitted by this section. If the sale is precom-
467 puted:

0368  (a) The finance charge may be calculated on the assumption
0369 that all scheduled payments will be made when due; and

0370 (b) the effect of prepayment is governed by the provisions on
0371 rebate upon prepayment (16a-2-510).

0372  (4) For the purposes of this section, the term of a sale agree-
0373 ment commences with the date the credit is granted or, if goods

haery
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0374 are delivered or services performed 10 days or more after that
0375 date, with the date of commencement of delivery or perform-

76 ance. Differences in the lengths of months are disregarded and a
0377 day may be counted as 1/30th of a month. Subject to classifications
0378 and differentiations the seller may reasonably establish, a part of
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79 a month in excess of 15 days may be treated as a full month if
80 periods of 15 days or less are disregarded and that procedure is
8) " consistently used to obtain a greater yield than would other-
8. 2 be permitted.

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

87 (a) When applied to the median amount within each range, it
88 does not exceed the maximum permitted by subsection (2); and
189 (b) when applied to the lowest amount within each range, it
390 does not produce a rate of finance charge exceeding the rate
91 calculated according to paragraph (a) by more than 8% of the rate
102 calculated according to paragraph (a).

193 (6) Notwithstanding subsection (2), the seller may contract
194 for and receive a minimum finance charge of not more than $3

395 m@hen the amount flinanced does not exceed $75, or not more
396 than %59&1-5:3#}1&11 the amount financed exceeds $75.

397 (7) As an altemative to the rates set forth in subsection (2),
398 during the period beginning on the effective date of this act and
399 ending July 1, 1985, the seller may contract for and receive a
400 finance charge not exceeding 21% per year on the unpaid bal-
1101 ances of the amount financed.
402 (8) A seller shall not contract for or receive a prepaid finance
) warge under the provisions of this section.
Mo Sec. 3. K.S.A. 16a-2-301 is hereby amended to read as fol-
1405 lows: 16a-2-301. Unless a person is a supervised financial orga-
1406 nizations ef is an agrieultural eredit eorporation organized under
107 the laws of the United States of the state of ¥unsas; or has first
)08 obtained a license from the administrator authorizing such per-
09 son to make supervised loans, such person shall not engage in
0410 the business of:
0411 (1) Making supervised loans; or
o'~ (2) takingassignments of and undertaking direct collection of
»ayments from or enforcement of rights against debtors arising
04ra from supervised loans, but such person may collect and enforce
0415 for three months without a license if the person promptly applies
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for a license and such person’s application has not been denied.
Nothing in this section shall be construed to require the licens-
ing of an attorney who is forwarded contracts for collection.
Sec. 4. K.S.A. 16a-2-307 is hereby amended to read as fol-
lows: 16a- 2 307. With respeet to (1) Kxcepi-as-provided-in-sub-

[ For]

se.ctwn-(‘—’,l, % consumer loan in which trefimanee-charge-exeeeds
twelve pereent (13%) L5%—and the amount financed is ene
theusand delHars ($1;000) $1,500 or less, a lender may not con-
tract for an interest in land as security. A security interest taken
in violation of this section is void.

Sec. 5. K.S.A. 16a-2-308 is hereby amended to read as fol-
lows: 16a-2-308. If consumer loans in which the finance charge
exceeds twelve pereent (2%} 15%, not made pursuant to open
end credit or lender credit cards issued by a licensed lender, and
in which the amount financed is ene theusand dellars ($1;000)
$1,000 or less are payable in installments, they shall be sched-
uled to be payable in substantially equal installments at sub-
stantially equal periodic intervals except to the extent that the
schedule of payments is adjusted to the seasonal or irregular
income of the debtor, and:

(a) Over a period of not more than thirtyseven (37) 37 calen-
dar months if the amount financed is more than three hundred
doelars ($300) $300;; or

(b) over a period of not more than twenty-five (28) 25 calen-
dar months if the amount financed is three hundred dellass
{$300) $300 or less. The debtor’s schedule of payments may be
extended to a longer repayment period subsequent to the exe-
cution of the loan agreement pursuant to K.S.A. 16a-2-502 or
16a-2-503, and amendments thereto. The default of the borrower
shall not be considered as having extended the loan beyond the
prescribed time limits.

Sec. 6. K.S.A. 1983 Supp. 16a-2-401 is hereby amended to
read as follows: 16a-2-401. (1) With respect to a consumer loan,
including a loan pursuant to open end credit, a lender may
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contract for and receive a finance charge, calculated according to
the actuarial method, not exceeding 18% per year on the unpaid
ce of the amount financed not exceeding $1,000 and 14.45%
. sear 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

(c) fourteen and forty-five hundredths 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
calculating the finance charge, whether by way of add-on, dis-
count, or otherwise, so long as the rate of the finance charge does

+ exceed that permitted by this section. The finance charge

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 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 an
rebate upon prepayment (section 16a-2-510).

‘4) The term of a loan for the purposes of this section com-

.nces on the date the loan is made. Differences in the lengths
of months are disregarded and a day may be counted as !/aoth of a
month. Subject to classifications and differentiations the lender
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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.

(5) 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 $10 when the amount financed does not exceed $75, or
not more than $7-58 $15 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 sub-
section (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.

(9) As an alternative to the rates set forth in subsection (1) and
subsection (2)(d), during the period beginning on the effective
date of this act and ending July 1, 1985, a supervised lender may
contract for and receive a finance charge not exceeding 21% per
year on the unpaid balance of the amount financed.

(10) A lender shall not contract for or receive a prepaid
finance charge under the provisions of this section, except as

provided in subsection (a) of section 39
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Sec. 7. K.S.A. 16a-2-501 is hereby amended to read as fol-
- 16a-2-501. (1) In addition to the finance charge permitted
ae parts of this article on maximum finance charges for
consumer credit sales and consumer loans (parts 2 and 4), a
creditor may contract for and receive the following additional
charges in connection with a consumer credit transaction:

(a) Official fees and taxes;

(b) charges for insurance as described in subsection (2);

(¢) annual charges, payable in advance, for the privilege of
using a lender credit card which entitles the user to purchase
goods or services from at least ene hundred 300) 100 persons not
related to the issuer of the lender credit card, under an arrange-
ment pursuant to which the debts resulting from the purchases
are payable to the issuer;

(d) charges for other benefits, including insurance, conferred
on the consumer, if the benefits are of value to him the consumer
and if the charges are reasonable in relation to the benefits, are of
a type which is not for credit, and are excluded as permissible
additional charges from the finance charge by rule adopted by
the administrators;

(e) closing costs.

(2) An additional charge may be made for insurance written
i~ connection with the transaction, including vendor’s single

rest insurance with respect to which the insurer has no right
o1 subrogation against the consumer but excluding other insur-
ance protecting the creditor against the consumer’s default or
other credit losss:

(a) With respect to insurance against loss of or damage to
property, or against liability, if the creditor furnishes a clear and
specific statement in writing to the consumer setting forth the
cost of the insurance if obtained from or through the creditor and
stating that the consumer may choose the person through whom

* ¢ insurance is to be obtained; and;

b) with respect to consumer credit insurance providing life,
accident, or health coverage, if the insurance coverage is not a
factor in the approval by the creditor of the extension of credit,
and this fact is clearly disclosed in writing to the consumer, and
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if, in order to obtain the insurance in connection with the
extension of credit, the consumer gives specific affirmative writ-
ten indication of kis the consumer’s desire to do so after written
disclosure to him the consumer of the cost thereof.

(3) An additional charge may be made for any check pre-
sented for a payment to the creditor that is returned unsatisfied.
The charge shall not exceed the charges actually imposed on the
creditor in connection with the check. The creditor shall either
post a sign conspicuously in any public place where payments
are received or provide for such charge in the consumer credit
contract.

Sec. 8. K.S5.A. 16a-2-502 is hereby amended to read as fol-
lows: 16a-2-502. (1) With respect to a precomputed consumer
credit transaction, the parties may contract for a delinquency
charge on any installment not paid in full within ten (10} 10 days
after its scheduled or deferred due date in an amount not ex-
ceeding the greater of:

(a) An amount, not exceeding five pereent (8%) 5% of the
unpaid amount of the installment; or twe doHuars and fifty eents

$2-50) $10 " whichever is less, or

(b) the deferral charge (section 16a-2-503) that would be
permitted to defer the unpaid amount of the installment for the
period that it is delinquent. .

(2) A delinquency charge under paragraph (a) of subsection
(1) may be collected only once on an installment however long it
remains in default. No delinquency charge may be collected
with respect to a deferred installment unless the installment is
not paid in full within ten (10} 10 days after its deferred due date.
A delinquency charge may be collected at the time it accrues or
at any time thereafter.

(3) No delinquency charge may be collected on an install-
ment which is paid in full within ten {0) 10 days after its
scheduled or deferred installment due date even though an
earlier maturing installment or a delinquency charge on an
earlier installment may not have been paid in full.

(4) If two installments or parts thereof of a précomputed
consumer loan are in default for ten (10) 10 days or more, the
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lender may elect to convert the loan from a precomputed loan to

in which the finance charge is based on unpaid balances. In

event he shall make a rebate pursuant to the provisions on
rebate upon prepayment (section 16a-2-510) as of the maturity
date of the first delinquent installment, and thereafter may make
a finance charge as authorized by the provisions on loan finance
charge for consumer loans (subsection (1) of section 16a-2-401) or
the provisions on finance charge for supervised loans (subsection
(2) of section 16a-2-401), whichever is appropriate. In any case,
the terms of the converted loan shall be no less favorable to the
debtor than the terms of the original loan. The amount of the
rebate shall not be reduced by the amount of any permitted
minimum charge (section 16a-2-510). If the creditor proceeds
under this subsection, any delinquency or deferral charges made
with respect to installments due at or after the maturity date of
the first delinquent installment shall be rebated, and no further
delinquency or deferral charges shall be made.

Sec. 9. K.S.A. 1983 Supp. 16a-2-510 is hereby amended to
read as follows: 16a-2-510. (1) Except as provided in subsection
(2), upon prepayment in full of the unpaid balance of a precom-
puted consumer credit transaction, an amount not less than the
unearned portion of the finance charge calculated according to

dyie—section “shall be rebated to the consumer. If the rebate

ierwise required is less than §1, no rebate need be made.

(2) Upon prepayment in full, but not upon a refinancing
(section 16a-2-504), of a consumer credit transaction, whether or
not precomputed, other than one pursuant to open end credit,
the creditor may collect or retain a minimum charge of $8 $10 in
a transaction which had an amount financed of $75 or less, or

$7.50 $15 in a transaction which had an amount financed of more

than $75, if the minimum charge was contracted for and the
finance charge earned at the time of prepayment is less than the
«inimum charge contracted for. In those instances where the

nounts financed are under or over $75 and the finance charge is
less than the minimum provided therefor, then the finance
charge so contracted may be retained as the minimum finance
charge.

the actuarial method|
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) Except as otherwise provided in this subsection wi

(4) The provisions of suRsection £3) shall not apply to con-
ade after the effective date
ceeds 61 months. The earned
it transactions shall be deter-

of this act and the term of whic
interest for such consumer cr
mined by the actuarial meth
(5) In this section:
(a) *Periodic balance”
outstanding on the last/day of a compWytational period before
if any, scheduled th be made on that day;

means the\amount scheduled to be

deducting the paymeny
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computational period is one week, the interval shall
nsidered as one computational period.
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75 intervals, the administrator shall adopt rules Consistent with this r t and regulations
76 ion providing for the calculation of the unearned portion of &
T inance charge. ' 4 T
) 41N £ (4 )]

78 P If a deferral (section 16a-2-503) has been agreed to, the
79 unearned portion of the finance charge shall be computed with- 3
80 out regard to the deferral. The amount of deferral charge earned RE
81 at the date of prepayment shall also be calculated. If the deferral g
82 charge earned is less than the deferral charge paid, the differ-
83 ence shall be added to the unearned portion of the finance
;84 charge. If any part of a deferral charge has been earned but has
s85 not been paid, that part shall be subtracted from the unearned
686 portion of the finance charge or shall be added to the unpaid

687 balance.

688 —8) This section does not preclude the collection or retention )
689 of delinquency charges (section 16a-2-502). L=
600 —{9)y—If the maturity is accelerated for any reason and judgment I( 6)]

691 is obtained, the judgment shall be taken in accordance with the
692 provisions of K.S.A. 16-205 and any amendments thereto.
693 —(tty—Upon prepayment in full of a consumer credit transac-
694 tion by proceeds of consumer credit insurance (section 16a-4-
695 103), the consumer or the consumer’s estate is entitled to the
696 same rebate as though the consumer had prepaid the agreement
a7 on the date the proceeds of the insurance are paid to the creditor,
) 1t no later than 10 business days after satisfactory proof of loss
¥%us 15 furnished to the creditor.
700 Sec. 10. K.S.A. 1983 Supp. 16a-3-204 is hereby amended to
vio1 read as follows: 16a-3-204. (1) 1f a creditor makes a change in the
v702 terms of an open end credit account without complying with this
0703 section any additional cost or charge to the consumer resulting
o704 from the change is an excess charge and subject to the remedies
0705 available to consumers (section 16a-5-201) and to the adminis-
0706 trator (section 16a-6-113).
r (2) A creditor may change the terms of an open end credit
sccount whether or not the change is authorized by prior agree-
0709 ment. Except as provided in subsection (3), the lender shall give:
0710 to the consumer written notice of any change at least three times;
ot with the first notice at least six menths 45-days before the




SB 472

20

o712 effective date of the change.

713 (3) The notice specified in subsection (2) is not required if:
0714 (1) The consumer after receiving notice of the change agrees
0715 in writing to the change; or
ons b Eheeaﬁs&mefeleeﬁtepayaﬁame&mdeﬂg-&atedeﬂa
o1t bﬂlingshatemeﬂta&iﬁeludiﬂgaﬂewehﬁfgefefabeﬁeﬁ%effefed
ommeheeenwmefwheﬁthebeﬁeﬁtm&éekafgeeeﬁsﬁm%ethe
019 ehange%ateﬁﬂs&ﬁdwhenl—hebﬂhﬂgsmt«emeﬂ{&}se states the
0720 aﬂaﬁuﬁtpﬁy&b}ei{d&eﬂewe_hﬂfgeis-e*eluded:
o7at (&) (b) the change involves no significant cost to the con-
0722 sumer;

0723 () i—heeeﬂsuﬂaefhﬁswe%u&lyeeﬂseﬁ{ediﬂw&&ﬂgw#he
0724 kmdefeh&agemadeaﬂdnetieeaftheeh&ﬂgei&g@venm&he
0735 eeasmﬁefiﬂmbiﬂiﬂgeyelespéef&etheeﬁee&veda{eefme
0726 change; oF
0727 (e) theeh&ngeaﬁpﬁeaanlymdebtsiae&ﬁeda&efadate
0728 speeiﬁedinaﬁatieeef&heehﬂﬁgegweniﬁmbﬂhngeye}es
0720 prior to the effective date of the change.

0730 (4) The notice provided for in this section is given to the
0731 consumer when mailed to the consumer at the address used by
0732 the creditor for sending periodic billing statements.

0733 {5) khhﬂ&ﬁﬁmﬁﬂgﬁﬂﬁ&&ﬁﬂ&ﬂ;&mﬂ&ml&&&ﬁwwﬂ%&
0734 tive date of this act and until July 1; 1085; & erediter may change
0735 theﬁmmeeehafge%n&ﬁepeﬂeﬁdefeeﬁtaeeeuﬁ{&&ef%day&

0737 c. 11. K.S.A. 16a-3-205 is hereby amended to read as

0738 lows: T6a-3-205. (1) The creditor shall deliver or '

0739 consumer, Wi request upon request of t

0740 written receipt for~gach payment by cojr~or currency on an

0741 obligation pursuant to a

0742 statement showing a paymen

0743 this subsection.

consumer, a

0744 (2) Upon writt

0745 i

0746

0747 ide a written statement of the dates and amounts

ments made within the past fifteen 48} 15 months and the tota

Changes in the terms of an open end
crgle account. shall not apply to the
exlsting balance in the account of a
consumer.
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9 amount unpaid. The statement shall be provided without char
0 ‘™M nsumer has fulfilled all obligati ith respect
n one pursuant to open
igation was owed shall

51 ynsumer credit tr
52 end credit, the person

5 tions-with-respeetto-the-transaction.
s Sec. 42— K.S.A. 16a-3-206 is hereby amended to read as fol-

S, =t Tl s s

<7 lows: 16a-3-206. (1) A creditor shall disclose to the consumer the
<8 information required by the rules and regulations adopted by the
so administrator pursuant to K.S.A. 16a-6-117, and amendments
60 thereto.

61 (2) In this section, creditor includes a person who in the
62 ordinary course of business regularly extends or arranges for the
63 eﬂe&s%efefed%ﬁefﬁl&fsteaﬁaﬂgefeﬂheeﬁeﬂsienefcredit.

=
3]
L_J

64 Sec.43-7K.S.A. 16a-3-402 is hereby amended to read as fol-
65 lows: 16a-3-402. Except for reasenable expenses actual costs
66 incurred in realizing en a security interest, the agreement with

67 respect to a consumer credit transaction may not provide for any
68 charges as a result of default by the consumer other than those
60 authorized by K.S.A. 16a-1-101 through 16a-9-102. A provision in
170 violation of this section is unenforceable.

E

71 Sec. 44-7K.5.A. 16a4-202 is hereby amended to read as fol-
I vs: 16a-4-202. (1) Except as provided in subsection (2):
. (a) In the case of consumer credit insurance providing life
774 coverage, the amount of insurance may not initially exceed the
115 debt, inclrding-precomputed-finance-chargess and, if the debt is
776 payable in installments, may not at any time exceed the greater
777 of the scheduled or actual amount of the debt; or
716 (b) in the case of any other consumer credit insurance, the
779 total amount of periodic benefits payable may not exceed the
780 total of scheduled unpaid installments of the debt, and the
77+ amount of any periodic benefit may not exceed the original
nount of debt divided by the number of periodic installments
Vi tn which it is payable.
y784  (2) If consumer credit insurance is provided in connection
1785 with an open end credit account, the amounts payable as insur-

13.
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ance benefits may be reasonably commensurate with the amount
of debt as it exists from time to time. If consumer credit insur-
ance is provided in connection with a commitment to grant credit
in the future, the amounts payable as insurance benefits may be
reasonably commensurate with the total from time to time of the
amount of debt and the amount of the commitment. ¥ the debt eF
the ecommitment is primarily for an agrieultural purpese; and
there is no regular schedule of payments; the amounts payable as
insuranee benefits may equal the total of the initial ameunt of
debt and the amount of the ecommitment:

Sec. 45— K.S.A. 16a-5-203 is hereby amended to read as fol-
lows: 16a-5-203. (1) Except as otherwise provided in this section,
a creditor who, in violation of the provisions of the rules and
regulations adopted by the administrator pursuant to K.S.A.
16a-6-117, and amendments thereto, fails to disclose information
to a person entitled to the information under the provisions of
K.S.A. 16a-1-101 through 16a-9-102, and amendments thereto, is
liable to that person in an amount equal to the sum of:

(a) Twice the amount of the finance charge in connection
with the transaction, but the liability pursuant to this paragraph
shall be not less than $100 or more than $1,000; and

(b) in the case of a successful action to enforce the liability
under paragraph (a), the costs of the action together with rea-
sonable attorney’s fees as determined by the court. .

(2) A creditor has no liability under this section if within 15
60 days after discovering an error, and prior to the institution of
an action under this section or the receipt of written notice of the
error, the creditor notifies the person concerned of the error and
makes whatever adjustments in the appropriate account are
necessary to assure that the person will not be required to pay a
credit service charge or loan finance charge in excess of the
amount or percentage rate actually disclosed.

(3) A creditor may not be held liable in any action brought
under this section for a violation of the provisions of K.5.A.
16a-1-101 through 16a-9-102, and amendments thereto, if the
creditor shows by a preponderance of evidence that the violation
was not intentional and resulted from a bona fide error notwith-

- e "
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23 standing the maintenance of procedures reasonably adapted to
24 1 the error.

)5 ) Any action which may be brought under this section
26 against the original creditor in any credit transaction involving a
27 security interest in land may be maintained against any sub-
8 sequent assignee of the original creditor where the assignee, its
9 subsidiaries, or affiliates were in a continuing business relation-
10 ship with the original creditor either at the time the credit was
31 extended or at the time of the assignment, unless the assignment
32 was involuntary, or the assignee shows by a preponderance of
13 evidence that it did not have reasonable grounds to believe that
34 the original creditor was engaged in violations of this act and that
35 it maintained procedures reasonably adapted to apprise it of the
36 existence of the violations.

37 (5) No action pursuant to this section may be brought more
38 than one year after the date of the occurrence of the violation.
39 (6) In this section, creditor includes a person who in the
10 ordinary course of business regularly extends er arranges for the
11 extension of eredit; or offers to arrange for the extension of credit.
12 (7) The liability of the creditor under this section is in lieu of
43 and not in addition to the creditor’s liability under the federal
44 truth in lending act; no action with respect to the same violation
4= ay be maintained pursuant to both this section and the federal
" h in lending act.

47~ (8) The multiple failure to disclose to any person any infor-
48 mation required under the provisions of K.S.A. 16a-1-101
49 through 164-9-102, and amendments thereto, to be disclosed in
50 connection with a single account under a credit transaction,
51 shall entitle the person to a single recovery under this section,
52 but continued failure to disclose after a recovery has been
53 granted shall give rise to rights to additional recoveries.

54  Sec. K.S.A. 16a-6-104 is hereby amended to read as fo
? ws: 16a-6-104. addition to other pOWelWﬁmﬁ
- i, the administrator within imritafions provided by law

357 may:
58 (a)

ve and act on complaints, take azM
50 obtain voluntary compliance with the provisions of K.S.A. 168

T T oL Pl S LA, 5 DAMEE

B et Lo

o

oy

L I RS SN 1 PO T .

Bt e,

TN, LS e 6 )

oW

i ar
: =g

= i
EERS LY



SB 472
24

0860 %101 to 16a-9-102, inclusive, and acts amendatory thereof,
0861 commence proceedings on the administrator’s own initiatixe;
0862 (B} counsel persons and groups on their rights and dpties
0863 undeNK.S.A. 16a-1-101 to 16a-9-102, inclusive, and acts afnend-
0864 atory thereof;
0865 (c) eswablish programs for the education of consugders with
0866 respect to redit practices and problems;

0867 (d) make\studies appropriate to effectuate the purposes and
0868 policies of K.N.A. 16a-1-101 to 16a2-9-102, includive, and acts
0869 amendatory thed¢of, and make the results available to the public;
0870 (e) adopt, améud; and repeal rules and refulations to carry
0871 out the specific phpvisions of K.S.A. 16a- -101 to 16a-9-102,
0872 inclusive, and acts aNiendatory thereof; '
0873 () maintain offices\within this state;
0874 (g) appoint any ne
0875 clerks; and other employe s and fix their compensa-
0876 tion, and authorize attorneys appginted under this section to
0877 appear for and represent the\gdmfnistrator in court.

0878 (2) The administrator shall dfforce the rules and regulations
0879 adopted pursuant to K.5.A. 1656 17, and amendments thereto,

and

ssary attorngys, hearing examiners,

0880 with respect to all creditors eycept tose described below, whose ig;,
0881 compliance shall be enforgéd by thgir appropriate supervisory E;“:‘:
0882 authorities as follows: o

R

0883 (a) In the case of n
0884 currency;
0885 (b) in the case of state banks, by the
0886 missioner;

0887 (c) in the case/of federally chartered saving and loan associ-
ing directly or

ional banks, b\ the comptroller of the

3 R "
"';'g{v :
a0 8 Sk e

0890 (d) in thf case of state chartered savings and Idan associa-
0891 tions, by tde Kansas savings and loan commissioner;
0892 (e) the case of federally chartered credit unionsy by the
0893 adminigtrator of the national credit union administration
0894 () /in the case of state chartered credit unions, by the
0895 cregit union administrator;

0896

-

s5as

2) in the case of common carriers subject to the federal ac



197
398
J9%
300
J01
)02
)03
304
305
)06
307
)08
H09
010
911
912
913
914
915
916
917
918
919
g
02y
922
923
924
925
026

5B 472
25

tq(\regu]ate commerce, 49 USC § 1 et seq., by the interstay
merce commission;
in the case of intrastate public utilities or common garri-
ers, b the Kansas corporation commission;

(i) inthe case of any air carrier or foreign air carrier sybject to
the federil aviation act of 1958, by the civil aeronaufcs board;
and

(i) with rdspect to any activities subject to thé packer and
stockyards actof 1921, by the secretary of agrictlture.

(3) To keep the administrator’s rules and rggulations in har-
mony with the riles of administrators in other jurisdictions
which enact the rdvised uniform consunger credit code, the
administrator, so far 3 is consistent with fhe purposes, policies
and provisions of K.S.A, 16a-1-101 to 1fa-9-102, inclusive, and
acts amendatory thereof)\shall:

(a) Before adoption, amending; afd repealing rules and reg-
ulations, advise and consuly with Administrators in other juris-
dictions which enact the unforfn consumer credit code; and

(b) in adopting, amendingXand repealing rules, take into
consideration the rules of adfmingstrators in other jurisdictions
which enact the revised unfform dgnsumer credit code.

(4) Except for refund/of an exdgss charge, no liability is
imposed under K.S.A. 164-1-101 to 16a\9-102, inclusive, and acts

endatory thereof, f@r an act done oN\omitted in conformity
with a rule of the adrfinistrator notwithstaRding that after the act
or omission the ru}é may be amended or rpealed or be deter-
mined by judicial/or other authority to be invalid for any reason.

(5) The administrator shall report annually {n or before Jan-
uary 1 to the fiovernor and legislature on the operation of the
in the state;

administratof’s office, on the use of consumer cre

927 and on the/problems of persons of small means obtd{ning credit
928 from pergons regularly engaged in extending sales or Iyan credit.

o

1931

%or th¢ purpose of making the report, the administratqr is au-
.oriZed to conduct research and make appropriate studieg. The
repdrt shall include a description of the examination and ikyves-

932 tifation procedures and policies of the administrator’s officy, a
933 Atatement of policies followed in deciding whether to investigabg

S
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-/

examine the offices of credit suppliers subject to the provi

s of K.S.A. 16a-1-101 to 16a-9-102, inclusive, and agfs
amendatory thereof, a statement of the number and percentages
of offices which are periodically investigated or examin d, a
statement of the types of consumer credit problems ¢f both
creditors
administra
vestigations , a
statement of the extent to which the rules of the Aadministrator

pursuant to K.S!

amendatory theredf, are not in harmony with t
istrators in other jutsdictions which enact t{e revised uniform
consumer credit code\and the reasons for spch variations; and a
general statement of th administrator’s oftice
and of others to promote
The report shall not identi
taken by the administrator.

(6) The administrator priorNo Dfecember 1 of each year shall
establish such fees as are auth ized under the provisions of
inklusive, and acts amendatory
thereof, for the ensuing calg dar
administrator may determing to be su icient to meet the budget

requirements of the admj

(7) (a) In addition {
granted to the consumgr credit administratyr, the administrator
shall have the powey to allow any supervise lender located in
the state of Kansay'to contract for and receive\g finance charge
at the maximum fate or amount permitted to be
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other lender fof the same type of credit extended,in the state. £
The administ/ator shall exercise such power by the ixguance of a ;

special ordgh. Such special order shall provide for th
date and gn and after such date shall be in full force a
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order—purstmt—to—this—sestion—submila—writlenrepart—
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New Sec.—19— (1) The administrator shatexamine periodi-

15,

| may]

cally at intervals the administrator deems appropriate the sales
contracts, business and records of every retail credit grantor and
such retail credit grantor’s assignees. In addition, for the purpose
of discovering violations of K.S.A. 16a-1-101 through 16a-9-102,
and amendments thereto, or securing information lawfully re-
quired, the administrator may at any time investigate the sales
contracts, business and records of any retail credit grantor and
such retail credit grantor’s assignees. For these purposes, the
administrator shall have free and reasonable access to the offices,
places of business and records of the retail credit grantor and
such retail credit grantor’s assignees.

(2) If the retail credit grantor or such retail credit grantor’s
assignee’s records are located outside this state, the retail credit
grantor or such retail credit grantor’s assignees at their option
shall make them available to the administrator at a convenient
location within this state, or pay the reasonable and necessary
--wenses for the administrator or such administrator’s repre-

-ative to examine them at the place where they are main-
wined. The administrator may designate representatives, in-
cluding comparable officials of the state in which the records are
located, to inspect them on the administrator’s behalf.

(3) For the purposes of this section, the administrator may
administer oaths or affirmations, and upon the administrator’s
own motion or upon request of any party may subpoena wit-
nesses, compel their attendance, adduce evidence, and require

the production of any matter which is relevant to the investiga~

‘an, including the existence, description, nature, custody, con-

ion, and location of any books, documents, or other tangible
things and the identity and location of persons having knowl-
edge of relevant facts, or any other matter reasonably cal(,ulated
to lead to the discovery of admissible evidence.
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1008 (4) Upon failure without lawful excuse to obey a subpoena or
1009 to give lestimony and upon reasonable notice to all persons
1010 affected thereby, the administrator may apply to the district court
1011 for an order compelling compliance.

012 New Sec—18—"The provisions of K.5.A. 16a-1-101 through
1013 16a-0-102, and amendments thereto, where applicable, shall
1014 apply to a second mortgage loan and, in addition: (1) The lender
1015 may contract for and receive the following charges, which may

[ie-]

1016 be included in the principal-amount-ofthe loaa’

10017 (a) A nonrefundable origination fee not to exceed 3% dis-
1018 counted from the amount financed; and
119 (b) an additional charge may be made for insurance written

1020 in connection with the loan, trrededing?
1021 (i) Insurance protecting the lender against the borrower’s
1022 default or other credit loss;

1023 (ii) insurance against loss of or damage to property where no
1024 such coverage already exists;

1025 (iii) consumer credit insurance providing life, accident or
1026 health coverage;

1027 (2) thelender may contract for and receive any amounts paid
1028 to the lender by any person, corporation or entity, other than the
1020 borrower, to reduce the rate on a second mortgage loan or to
1030 assist the borrower in qualifying for the loan;

1031 Sec.—t9- K.G.A. 16a-2-301, 16a-2-307, 16a-2-308, 16a-2-501,
1032 16a-2-502, }6a-3-205; 16a-3-206, Hoa-3-308: 16a-3-402, 16a-4-202,
1033 162-5-203 and-16a-6-164 and K.S.A. 1983 Supp. 16a-1-301, 16a-
1034 2-201, 16a-2-401, 16a-2-510, 16a-3-204, 16a-6-302 and 16a-6-303
1035 are hereby repealed. :

1036 Sec.—20= “This act shall take effect and be in force from and
1037 afler its publication in the statute book.

1 o

7 -
LEECTSETN :n.:;'..-ni.:q-mu: -rg—%. R

s
1z
u
H

lamount financed |

as follows)




