February 3, 1959, House File 235

Banks, Building and By MILROY, PAUL, LOSS, NUTT, REPPERT,
Loan, GORDY, KLEUVER, AUBREY and ROCK-
WELL (Long, Shoeman, Vance, O'Malley
and Eppers). 5
/ . X 3.
Passed House, Datej",?"'g‘ Passed Senate, glsie )
Vote: Ayes..... 7 o Nays..‘?.g.‘?.g.... Vote: Ayes.. . /.7 Nays :

A BILL FOR

An Act to amend chapter five hundred thirty-six (536}, Code
1958, relating to the making of small loans so as to
increase the maximum amount of loan under said chapter,
to regulate the rate of interest on such loans, and to
amend section five hundred thirty-five point six (585.6),
Code 1958, relating to penalties for excessive interest.

Be It Enacted by the General Assembly of the State of Towa:

This is a Companion Bill; for complete text see Senate File 128.

EXPLANATION OF HOUSE FILE 235

Thirty-seven vears ago, the 39th General Assembly passed the Small Loan Law with
a maximum loan limit of $300 which is no longer adequate to satisfy the needs of the
borrower and gserve the same purpose as when the present law was enacted. This bill
increases the limit from $300 to 3600 providing for an interest rate of 114 parcent per
month on the unpaid principal balance over $300.

Under a $300 loan limit many borrowers are required to borrow from more than one
lender to obtain the amount of money needed. This results in economic loss and un-
necessary cost and inconvenience to the borrower. Raising the loan limit to $600 will
permit such persons to borrow at lower rates of interest since the rate of interest on the
larlgwer loans wounld be considerably less than the rate applicable to smaller loans of $300
or less.

Most of the small loan laws in other states have been amended by increasing the max-
imum loan limit.

The State Banking Board would retain the power to adjust the rate as now provided
in chapter 586,




HOQUSFE FILE 235

1 Amend Houge File 235 by adding the following zections:

2 1. “Section five hundred thirty-six point seven (536.7),

8 Code 1958, ix amended by striking all of said scction and

4 substiluting therefor the following:

5 ‘It shali be unlawful for the superintendent o issue more

& than one license to any individual, co-partnership, firm, compaf
T association, or corporation; that license shall asuthorize zuch

2 individual, co-partnership, firm, company. association, or

9 corporation to open and maintain only one place of buginess in
10 this state and that location or any later change thereof shall
11 be firat approved by the superintendent. One¢ having been

12 jssued a license, no such individual, ¢o-partnership, firm,

13 company, association, or corporation shall be perwitted, either
14 directly or irdirectly or through any means or device whatsoever,
15 to obtain an additional license. Provided, however, that a licensee
16  who prior to January 28, 1959 held more than ene license author-
17 izing more than one place of buxiness in this state, may retam
13 the same; but if such licensee suspends for a period of more

19 than three (3) months or finally terminutes any place of business
2 it has becn operating in this stale, the license for the same
21 shall be surrendered to the superintendent forthwith and in
22 that event no additional license thall be granted to such

23 licensee for another place of business in this state in its
24 stead, hut this prohibition shall only apply to the number of

25 places of business in excess of once place of business of those
26  licensecs who prior to the above date held more than one license!”
27 2. “Scection five hundred thirty-six point nineteen

28  (536.19), Code 1058, is amended by striking all of line ¢
29 thoveof and substituting in leu thereof the words, ‘of this chapter’™,
30 3. “Chapter five hundred thirty-six (336), Code 1958, i3

31 amended by adding thereto the following new section:

32 ‘Beginning with his 1959 annual report, the superintendent

33  of banking shall, in listing the names of licensees under this

34 chapter, indicate if the licensee is ane of a chain of two or

33 more such licenzees, the name of the owner snd the address of
36 the principal place of business of cach owner, a summary of in-
37 dividua! reports of each such licensed office indicating its

38 location, the name of licensee, capital, surplus, reserves,

39 loans reccivable, cash and due from banks, real estate, borrowed
40 money, net worth, total assets, total liabilities and such

41 other pertinent and relsted information as may be necessary or
42 desirable to give a corraect and full picture of the total assets

43  and total liabilities of each such licensee.””

44 4. “Section five hundred thirty-six point elcven (586.11),

4% Code 1958, is hereby amended as follows:

46 1. By striking from line thirfe®s (13) thereof the words

47 ‘twentieth day of January’' and inserting in lieu thercof the

48 words ‘fiftcenth day of Mareh’.” =

4y 5. "“Chapter five hundred thirty.six (536}, Code 1958,

50 is amended by sdding thereto the following new section:

51 ‘Every licenzee when making a loan hereunder shall require

52 a statement in writing from each applicant sctring forth a

83 description of all installment indebtedness of =uch applicant

%4 by piving the amount of cach such losr and the name of the
55 lender.”” ’

Filed and Jost Mitroy of Bd

Mareh 19, 1959. Dietz of Scott.




Amend House 'File 235 as f?llows: . CernZs F oo 3y
1. Amend section one (1), line four (4} by striking 7 _
the word and fipure “six (6)” and inserting in lieu i3 12
thereof the word and figure “five (5)". T e ad

2. Amend section two (2), line three (3) by striking
the word and gure “six (6)" and inserting in lieu
thereof the word and figure “five (3)".
3. Amend section three (3), line three (3) by strik- )
ing the word and figure *six (8)” and inserting in PICAYY
10 lieu thereof the word and figure “five (5)”. - '
11 4. Amend section four (4), subsection one (1}, line
12 two (2) by striking the word and figure “six (6)”
18 and inserting in lieu thereof the word and figure
14 “five (5)". Purther amend section four (4), subsection
15 twe (2), line two (2) by striking the word and figure
16 “six (6)" and inserting in liey thereof the word and
17 figure “five (3)7.
18 5. Amend section five (5), line four (4) by striking
.19 the word and gure “six {6)” and inserting in lien
‘0 thereof the word and figure “five (5)".
- 8. Amend section six (6}, line four (4) by striking
{ the word and figure “six (6)” and inserting in lieu
23 thereof the word and figure “five (5)".
‘24 7. Amend section seven (7), line four (4) by striking
25 the word and figure “six (6)” and inserting in lieu
26 thereof the word and figure “five {5)".

[E~ " S B ST SN L ]

Yiled COMMITTEE o~ BANKS, BUILDING AND LoOAN,
‘Tebruary 19, 1439, DIET7Z of Scott, Chairman.

1 Amend House File 235 by striking all of section eight (8)

2 and inserting in lieu thereof the following:

3 “Sec. 8. Section five hundred thirty-six point thirteen

4 (526.13), Code 1958, is hereby amended by striking all of

& line one (1) of subsection four (4) and by substitutiag in

6 lieu thereof the following: ‘Beginning July 4, 1959 and until

7 such’; and by striking from line five (5) the word ‘three’

8 and inserting in lieu thereof the words ‘two and one-fourth’;

9 and by striking from lines seven (7) and eight (8) the words
10 ‘two and one-half’ and inserting in lieu thereo? the words ‘one
1L and three-fourths’; and by adding at the end of the following
12 “If such loan exceeds three hundred dollars ($800.00) whether
13 evidenced by one or more notes, then in that event the entive
14 aggregate principal sum of such loan shall bear interest at s
15 rate not in excess of one percent (1%) per month computed on
16 the unpaid principal balance.’ ”

Filed } S{ it
March 16, 1959. (/i ‘7/:2 L LUCKEN of Plymouth.

A‘mend House File 235 by adding thereto the following
section:
Co‘(‘]Sectéion five hundred thirty.six point thirteen (536.13)

e 1958, is smended by adding thereto ¢ ing me

Y 3 ere he following new

‘If an ass?gnment of wages is given as security for s loan
madeé by a licensee ur_tder this chapter, then the employer of the
boerwer to whom said assignment is directed may make a
serwce. ?laarge of not to exceed five dollars ($5.00) for
10 xecogmzmg‘and handling such assignment. Suech charge shall
11 be Payable in advance by the licensee to the employer before the
12 assignment shall be valid and shall not be charged to the

18 borrower. ” ,
Filed Afkh{

DWW R

Mareh 16, 1959.

e
4 STRINGER of Secott.




o .,)
Amend House File 285 by &
section: )
«gection five hundred thirty-
Code 1058, subsection tour (4),
following:
‘If an assignment of

dding thereto the following

six point thirteen (536.13),
i3 amended by adding thereto the

wages or collateral security is giv:}:: as
security for a loan made by a licensee under ti;;‘s chapb:;;u ;2
i i tes of interest or ¢charges
the foregoing maximum ra . : .
t of wages shall only

d by one-half (%). Any assignmen 0
10 :ed:;ﬁd az. to the named employer of the borrower at thc:: ‘tameoc;f
11 the loan and shall contain a statement shov:rf’ng the princip
12 aaid loan and the interest or charges made.

] 'L ’b.—
Filed o
March 16, 1959. ¢

i S

MarTiN of Linn.

1 Amend the Martin amendment to House File 236 by striking
2 all of lines six (6), seven (7) and eight (8) and line nine (§)
3 up to and including the period after the figure “{14)".

Offered from the foor and adoptad
March 18, 1959, REPPERT of Polk.

-

Amend the Stanley and Dietz amendment to House File 235
by adding a new section as follows:

3. However, the maximum lawful rate of interest and
charges or combination thereof upon any loan made by a
licensee under the provisions of this chapter shall not
be reduced to one per cent (19%) pér month upon the unpaid
principa) balance if the borrower has represented in
writing to the licensee that he, nor’any member of his

9 family, has outstanding a lean made to any of them under
1¢ the provisions of this chapter, and if the licensee
11 after making investigation reasonably relies on such

=1 O oy SO D)

2]

12 representation. e ’f.;//
Filed YT
AP AT R
March 18, 1959, i CARSTENSEN of Clinton.

1 Amend House File 235 by adding a new section thereto as follows:
2 Chapter 538, Code 1958, is hereby amended by adding thereto
3 a new section ag follows:
4 Notwithgtanding any other provision of this chapter, the max-
§ imum lawful rate of interest and charges or combination thereof upon
6 any loan made by a licensee under the provisions of this chapter shall
7 be one percent (19 ) per month upon the unpaid principal balance, with
8 respect to:

9 1. Any loan made by a licensce under the provisions of this
10
11
12
13
14

chapter to a borrower if such borrower or his apouse iz at the time of

making such loan indebted to such licensee or to another licensee on

& loan under the provigions of this chapter, unless such other loan is

paid in full within 24 hours.

2. Any loan made by a licensee under the provisions of this
15 chapter to a borrower who iz a member of the family of another
borrower

16 who is at the time of making such loan indebted to such licensee on a
17 loan under the provisions of this chapter, uniess such other loan is
18 paid in full within 24 hours. For this purpose “family” means two or
19 more related persons living in the same household.
20 However, the provisions of this section shall not apply to a
21 loan made in good faith by 2 licensee in reliance upon a false reprg-
22 sentation by ancther licensee that neither the borrower nor his spouse
23 is indebted to such other licensee, The burden of proving such good
24 faith reliance sha]l be upon the licensee. The making of such a false
25 representation knowingly by a licensee shall be cause for the revoea-
26 tion of such licensee's license as provided in section 536.9, Code 1958.

Filed _}516_.,-;.1,;'1 e STANLEY of Muscatine.
March 18, 195%. -7 Dierz of Scott.



Amerd House File 235 oy adding thereto a new section as
foilows:

Chapter 526, Code 1958, is hereby amended by adding
thereto a new section as follows:

Notwithstunding any other provision of this chapter, the
maximum rate of interest and charges or combination thereof
upon any loan made by 2 licenszee under the provisions of ihis

8 chapter shall be one per cent (145} per month upon the unpaid
2 principal balance and any higher rate provided for or agreed
10 upon shall be payable und enforceable only to the extent of
11 one per cent (1%) per month upon the unpaid principal balance,
12 with respect to:
13 1. Any loan made by a licensee under the provisions of
14 this chapter to a borrower if such borrower, his spouse or
16 a member of his family is at the time of making such loan
18 indebted to such licensee on a loan under the provisions of
17 this chapter or under the provisions of a smail loan law of
18 any other state, unless such prior loan is paid in fuil within
19 forty-eight (48) hours. For this purpose “family” means
20 related persons living in the same household,
21 2, Any loan made by a licensee under the provisions of
22 this chapter to a borrower if such borrower or his spouse (s
23 at the time of making such loan indebted to another licensee
24 on a lean under the provisions of this chapter or to the
25 maker of a loan under the provisions of 2 small loan law of
26 any other state, unless such prior iozn is paid in full within
27 forty-eight (48) hours.
28 Interest and charges or combination thereof upon any
29 loan made under the provisions of a small jean law of any
30 other stale siall be payable and enforceable in Iown only %o
3% the extent of one per cent (19:) per month upon the unpaid
32 principal balance, with respect to:
23 8. Any such loan made to a borrower who i3 a resident
34 of Towa a8t the time of making such loan if such borrower, his
36 spouse or a member of hiz family is at the time of making such
36 loan indebied to the maker thereof on a loan under the
37 provisions of this chapter or under the provisions of e small
38 loan law of any other state, unless such prior loan is paid in
39 full within forty-eight (48) hours. For this purpose “family”
40 means related persons living in the same household.
41 4. Any 3uch loan made to a borrower who is s resident
42  of Towa at the time of making such loan if sueh borrower or
43 his zpoute i3 2 the time of making such loan indebted %o any
44 licensee on a loan under the provisions of this chapter or to
45 the maiker of a loan under the provisions of a amall loan law
46 of any oiher atate, unless such prior loan is paid in full
47  within forty-eight (48) hours. ’
48 However, the provisions of this seetion shall not apply
49 to any loan of the Rinds referred to in subsections two (2)
SO0 and four (4) of this section, if (a) such loan is made in good
61 faith in reliance upon the statement of the borrower, subscribed
52 and sworn to within ten (10) days prier o the making of the
52 loan before an officer authorized to take acknowledgments, upon
54 an instrument separste from any other instrument relating to
53 the transaction, to the effect that neither the borrower nor
56 his spouse iz indebted to any person. copartnership,
57 aszsociation or corporation on a loan made under the provisions
58 of this chapter or under the provisions of a small ioan law of
59 any other state; and (b} the maker of such loan makes a
60 reasonable investigation as to the truth of such borrower's
61 statement prior to the malking of the loan.
52 For the purpeses of this section, including but not
63 limited to the interpretation of the words *“licengsee” and
64 “maker”, sny two or more domestic or foreign copartnerships,
65 associations or corporations in which majority voting control
66 is held directly or indirectly by the same person or persons,
67 shall be regarded as one and the same entity.
68 Nothing contsined in thia section shall authorize any
€9 wviolation of any other provision of this chapter.
: Fuarther amend House File 285 by adding a new section
71 thereio as follows:
7 If a court of competent juriadiction shall adjudge to
73 be invalid or unconstitutional any clause, senterce, peragraph,
T4 section or part of this Act, such judgment or decree shall not
75 affect, impair, invalidate or nullify the remainder of this
76 Act, but the effect thereof shall be confined to the cianse,
77 sentence. paragraph, section or part of this Act 30 adjudged
78  to be invalid or unconstitutional.

Filed_and lost STANLEY of Muscatine, *
arch 19, 1959, CARSTENSEN of Clinton.
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"HOUSE FILE 235

Amend House File 235 by adding the following sections:

1. “Section five hundred thirty-six point four (536.4),
Code 1958, is hereby amended as follows:

1. By striking from line four (4) thereof the word ‘such’ and
inserting in lieu thereof the words ‘a thorough and complete’;

2. By striking from line seven (7) thereof the word ‘or’ and
inserting in lieu thereof the word ‘and’;

3. By inserting after the word ‘investigation’ in line seven
(7) thereof the following: ‘that the applicant can have a
reasonable expectancy of a successful lending business at the
location of the office for which application is made, and that
: : there is a real need and necessity in that community for
] : additional lending facilities to adequately serve the local
d 2 people, and that said applicant is one who will command the
respect of and confidence from the people in that community;’ ”.

2. “Chapter five hundred thirty-six (536), Code 1958, is
amended by adding thereto the following new section:

‘Beginning with his 1959 annual report, the superintendent
of banking shall, in listing the names of licensees under this
chapter, indicate if the licensee is one of a chain of two or
more such licensees, the name of the owner and the address of
the principal place of business of each owner, a summary of in-
dividual reports of each such licensed office indicating its
location, the name of licensee, capital, surplus, reserves,
loans receivable, cash and due from banks, real estate, borrowed
money, net worth, total assets, total liabilities and such
other pertinent and related information as may be necessary or
desirable to give a correct and full picture of the total assets
and total liabilities of each such licensee.’ ”

3. “Section five hundred thirty-six point eleven (536.11),
Code 1958, is hereby amended as follows:

1. By striking from line thirteen (13) thereof the words
‘twentieth day of January’ and inserting in leu thereof the
words ‘fifteenth day of March’.”

4. “Chapter five hundred thirty-six (536), Code 1958,
is amended by adding thereto the following new section:

‘Every licensee when making a loan hereunder shall require
a statement in writing from each applicant setting forth a ;
description of ali installment indebtedness of such applicant !

by giving the amount of each such loan and the name of the §

. lender.’ ” 4
b Filed and adopted é
March 23, 1959, i By Lowa. %

(Committee amendment)

1 Amend House File 235 as follows:
g 2 1. Amend section 8, line 9, by striking the words “one
" 3 and one-half percent (1-1%£9,)” and inserting in lieu thereof
4 the words “one percent (19%)"”. f
b 2. Also by adding a new section as follows: *f
6 “any family shall be restricted to one (1) loan.”
Filed and lost By CoMMITTEE oN BANKS, BUILDING AND Loan,

¥ March 23, 1959. EARL ELUAH, Chairman,




