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[OFFICIAL COpy REPRINT] 

ASSEMBL Y, No. 3652 
• 

STATE OF NEW JERSEY
 
• 

INTRODTTCED DRCEMRKR 3" ]979 

By Assemhlyman BORNHEIMER 

Referred to Connnittpc on Banking ann Insurance 

A~[ Ac'T' roncerning' the small loan businf'ss, amcuding' sections 

]7:10----2, 17:10~-13, 17:10-14, 17:10----16, 17:10~]7, 17:10-1C), 

] 7 :10-20, and 17 :10-21 of the Revised Statutes, P. L. 19G2, c. ] 5~J, 

and sUTlp]ementin,'? Chapter 10 of Title] 7 of the Hevised Stntutf's. 

1 BE IT RNACTRD by the 8enate and General Assembly of the 8tate 

2 of New J er.sey: 

1 1. R. S. 17 :10-2 is amended to read as follows: 

2 17 :10-2. LOiUl Business to be Licensed; Scope of Chapter. Xo 

:3 person, copartnership, association or corporation sha]] engage III 

4 the hu:sine:ss of making loans of money, credit, goods or things lJl 

action in the amount of or the nllue of [$2,500.00] $5,000.00 or ll'sS 

(j	 and charge, contract for, or receive a grcater rate of interest, 

discount, or consideration therefor than the lender would be per

mitted by Imv to charge if he were not a licensee herennder, except 

as authorized by this chapter and without first obtaining a license 

10 from the commissioner.
 

11 Any perRon, copartnership, association or corporation directly
 

or in(lirectl~· engagill,2, in tllP business of soliciting or taking appli 

1"
'>. cations for such loans of [$2,500.00] $5,000.00 or less, or in the 

14 Imsines~ of negotiating or arranging or aiding the borrower or 

15 lendl'I' in procuring or making such loans of [$2,500.00] $5,000.00 

16 or less, or in the husiness of buying, discounting or indorsing notes 

17 Or of furnishing or procuring guarantee or security for compensa

18 tion in amounts of [$2,;)00.00] $5,000.00 or less shall be decmed to 

]9 be pug-aging in the business of making loans subject to the 1'1'0

20 'ision:,: of this chapter. 

1 ~. n. S. 17:10-13 is amended to read as follows:
 

2 li :10-1:1. Restrictions Upon Licensee; Contract Pro\'isions for
 

3 Pa;'ments in Installments. No licensee shall advertise, print, dis


4 l1lay, pnhli::;h, (li"trilmte, telecast or broadcast, or permit to bf'
 

acl\'ertisec1, pl'inh'll, displayed, published, distributed, telecast 01' 

EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bill 
i~ not enacted and i~ intended to be omitted in the law. 
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G broadcast, any statement or representation which refers to the 

7 supervision by the State of the business licensed hereunder. No 

8 licensee or any otller person shall knowingly in any such manner 

9 make or permit to he made any statement or representation with 

10 regard to the ratei", terms, or conditions for making loans in the 

11 SUIll of [$2,GOO.OfJ] $5.()00.OO or less, which is false, mislea(ling', or 

12 deceptive. 

13 No licensee shall make any loan upon security of any assig;mnent 

14 of or o1'{ler for the payment of any salary, wages, cOl1lmissions or 

l::i other compensation for services earned, or to he earned, nOr shall 

Hi nn~' spell DR"ig'nment or order be taken hy a licemwe at any time 

17 in cOlJllcdioll with nn;.' loan, or for the enforcement of repayment 

18 t1'01'eof, and an:' sneh 'Issignment or order IJCreafter so taken or 

l!) "i \'en to secnre nny loan made by any licensee nncler tllis ellapter 

20 shall he ,'aid aurl of no effed. 

~1 ;"';0 lie('Ilsee s11;l11 take a lien upon real estate as security for an:' 

22 loan Hnder t118 ]JroYlsions of this chapter, except sncl] lien as is 

:23 create(1 ]J\, Jaw upon the recording' of a judgl1lent. 

2.J: :Yo licem;ee shall conduct the bnsiness of making loans llndrr tIl(' 

20 provisioll" of t11i", chapter within any office, 1'00111, or place of 

26 ])Usincss in whicl1 all:: other business is soliciterl or eng-aged in, or 

27 in association or conjullction therewith, except as may be authorized 

28 in writing' by the commissioner. 

29 No licensee shall transaet snch lmsiness or make any loan pro

:10 vided for by this chapter under any otber name or at any othrr 

::n place of business tlIan that named in tbe license. 

32 ~; 0 licensee \\'llic1l is a corporation sl1811 publicly sell or offer for 

:13 sale within this State any of its capital stock without the written 

34 approval of the commissioner first obtained. 

35 Every loan contract, other than an open-end loan contract, slHlll 

;1:6 provide for repayment of principal and interest combined in instal1

37 ments wl]lch shall be payable at approximately equal periodic 

38 inten'als of time and which shall be so arrang'ed that no installment 

39 is substantially greater in amount than any preceding installment, 

:1-0 except that the rrpayment schedule may reduce or omit suell install 

-+1 Jll0nts when ll('cessary becRuse of the seasonal nature of the 

42 hOlTower 's income. 

1 3. R. S.17:10-14 is amended to read as follows: 

2 17 :10---14. Amount of Loan; Interest; Other Charges; Effect of 

3· Violations. F]yery licensee hereunder may loan any sum of money 

4 not excpeding [$2,500.00] $5,000.00, repayablE' in installments, and 

.5 may charge, contract for and receive thereon interest at an annual 

6 percentage rate not exceeding 24~1" on that part of the unpaid 
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7 principal balance not exceeding $500.00, and 22% on that part of 

8 the nnpaid balance in exceRS of $500.00 but not i.n exceSR of ~1,500.00, 

9 and lW7r on an~' relllainrler of such unpaid principal halanee. 

10 '1'he int0rpst and periodic payments for loans at theRe maximum 

11 rates :,,[wlllw l'ornpnlel1 from stal1clard tables h;,s('c] all thc' actuarial 

12 or alllll1nit~, llll'thocl which cOllfonw,; to the so-callecl "United States 

13 Ruh~ ofParti.nl Pa.'lllQnts," whiell proyidos tInt intereHt sllall Ll(~ 

14 calculated whenever a payment is made and the payJll('nt shall be 

15 first applied to the payment of interest and if it exceeds the interest 

16 due, the balance is to be applied to diminish principal. If the pay

17 ment is insufiicient to pay the entire amount of interest the balance 

18 of interest due shall not be added to principal, so as to procluce 

19 interest thereon. 

20 N a interest Rhall be paid, deducted, or received in advance. 

21 Interest shall not be compounded and shall be computed only on 

22 unpaid principal balances. For the purpose of computing interest, 

23 whether at the maximum rate or less, [a month shan be con"iderec] 

24 a calendar month and where a fraction of a rnonth is involved a 

25 day shall be considered one-thirtieth of a month.] aU installment 

26 paytnents shall he o]Jplied no later tlwn the next day, other than a 

27 public holiday, after the date of receipt, and interest shall bl' 

28 charged for the actual number of days elapsed at thp daily rate of 

29 1/165th of the yearly rate. 

30 Na licensee shall induce or permit any person nor any Imsbancl 

31 and wife, jointly or severally, to become obligated, directly or 

32 cOlltillgentl~' or both, under more than one contract of loan at the 

3::5 same til1le' for tllC' purpose of obtaining a higher rate of interest 

34 tlwn W011](] otllE'l'\vise be llprmittec1 hy thiN section. This }i/'ohilJition 

;~5 shall not ({liP/?} to (/ilY loon ?!1ode pllrsuwnt to OJl,1j other l({w of this 

36 8tatp. 

37 Tn addition to the' interest herein provided for no furiJlC'r or 0t110' 

38 charge, or aUlOnnt whatsoever for an~' examination, ;;elTice, hrokel'

;39 age, com111issioJl, expense', fee, or bonus or otller thing or ot1wrwi:-;l' 

40 shall be directly or indirectly charged, contracted for, or receiyed, 

4] except (1) amounts for inRurance ohtained or provided by the 

42 licensee in accordance ",itll the pro\'isions of this chapter; and (2) 

43 on actual sale of thr security in foreclosure procee'c1in~'s or npoD 

44 the entry of judgme'nt. If any interest, consideration or charg'es in 

45 excess of those pcmllittecl b:v this chapter are charged, contracted 

46 for, or received, except as the result of a good faith error, the 

47 contract of loan shall be void and the licensee shall have no right 

48 to collect or receive any principal, interest, or charges whatsoever, 
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49 and the borrower shall be entitled to recover from the lender any 

50 such sums paid or returned to the lender by the borrower on 

51 account of or in connection with the loan. 

1 4. Section 1 of P. L. 1962, c. 150 (C. 17 :10-14.1) is amended to 

2 read as follows; 

3 1. 'When tIl(> borrower consents thereto in writing, a licensee may 

4 obtain or provide insurance on the life and on the health or dis

3 ability, or both, of [the] one obligor, [but only one obligor, 

G irrespective of the number of obligors on such contract,] and on 

7 the li'ues of two obligors if spouses, pursuant to the provisions of 

8 "An act to provide for the regulation of credit life insurance and 

9 credit accident and health insurance as defined and supplementing 

10 Title 17 of the Revised Statutes" (P. L. 1958, c. 169), and may 

11 deduct from the principal of a loan and retain an amount equal to 

12 tlJe [)remium lawfully charged by tlJe insurance company. The 

1::3 amount so deducted and retained shall not be considered a pro

14 hibited charge or amount of any examination, service, broke'rage, 

15 commission, expense, fee or bonus or other tbing or otherwise. If a 

16 borrower obtains such insurance from or through a licensee, the 

17 statement required by Revised Statutes 17 :10-15 shall show the 

is amount of the charge therefor, and the licensee shall cause to 

19 be delivered to the borrower a copy of the policy, certificate or 

20 other e\-ic1ence of such insurance when tlJe loan is made. Nothing in 

21 the small loan law shall prohibit the licensee, or any employe'e, 

22 affiliate, snbsidianr or associate of the licensee, from collecting the 

23 premium or identifiable charge' for insurance permitted by this 

24 section and from receiving and retaining any divide·nd, or any 

23 other !.','uin or a(lva11ta9,'e resulting from S1]Cl1 insurance, 1101' shall 

2G the sale or prm-ision of snch insurance be (leemed to require prior 

27 authorization under the provision of Revised Statutes 17 :10'-·13. 

1 ;). (Ne\\- section.) 

2 H. As used in this amendatory and supplementary act: 

:3 (1) "Olwn-end loan" means a loan made hy a licensee pursuant 

4 to an agreement between the licensee and the borrower whereby: 

G (i) The licensee may permit the borrower to obtain advances 

G of money from the licensee from time to time or the licensee 

7 may advance money on behalf of the borrower from time to 

8 time as directed by the borrower; 

f) (ii) The amount of each advance and permitted interest and 

10 cbarges are del)ited to the borrower's account and payments 

11 and other credits are credited to the same account; 

12 (iii) Interest is computed on the unpaid prin(:,ipal balance or 

13- Lalances of the account from time to time; 
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14 (iy) The horrower has the priyilege of }laying tIle acconnt in 

15 full at any time or, if the account il'; not in default, in monthl;' 

16 installments of fixNl or determinable amounts as provided in 

17 the agreement; and 

18 (v) 'rile agrpement expressl:' states that it covers opell-enel 

10 loans pursuant to this chapter. 

20 (2) "Billing Cycle>." means the time interval between periodic 

21 hilling dates. A billing cycle shan be considered monthly if the 

22 closing date of the cycle is the same date eaeh month or does not 

23 vary by more than 4 days from such date. 

24 b. Open-end loans shall be subject to the following': 

25 (1) A licensee may make open-end loans and may contract for 

26 and receive thereon interest as set forth in R. S. 17:10-J4 of this 

27 chapter. 

28 (2) A licensee shall R(i)t compound interest by adding any unpaid 

29 interest authorized by this section to the unpaid principal balance 

30 of the horrower's account; provided, however, the unpaid principal 

31 balance may inchHle the additional charg'es authorized by R. S. 

32 17:10-14 and P. L.1962, c. 159 (C. 17:10-14.1). 

:~:3 (.'3) Interest authorized hy this section shall be deeuwd not to 

:~4 exceed the maximum interest permitted by this chapter if such 

35 interest is computed in each billing cycle by any of the following 

36 methods: 

37 (i) By converting' each yearly rate to a dail~- rate and 

38 multiplying such daily rate by the applicable portion of the 

39 daily nnpaid principal balance of the account, in which case 

40 each dail~' rate is determined by dividing' eaell yearly rate by 

41 :365; or 

42 (ii) By multiplying one-twelfth of each yearly rate by the 

43 applicable portion of the average daily unpaid principal 

44 balance of the account in the billing cycle, in which case the 

45 average daily unpaid principal balance is the sum of the 

46 amount unpaid each day during the cycle divided by the number 

47 of days in the cycle; or 

48 (iii) By converting each yearly rate to a daily rate and 

49 multiplying such daily rate by the applicable portion of the 

00 average daily unpaid principal balance of the acconnt in tl12 

51 billing cycl(~, in which case each daily rate is determined by 

:)2 dividing oach yearly rate by 365, and the averagl~ daily unpaid 

53 principal balance is the sma of the amount unpaid each day 

54 during the cycle divided by the numher of days in the cycle. 

5;) (4) For all of the above methods of computation, the billing 

56 cycle shall be monthly and the unpaid principal balance 011 any day 
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shall 1)e r1eter11l1ned by adding to an." babnce unpaid as of the 

58 beginning of that day all advances and olher permissible arnounts 

59 charged to the borrower and denuding all ]layments and other 

(lU credits made or received that day. 

61 c. '1'he borrower may at any time pay all or any part of the 

(j2 unpaid b~1hmce in his account; or, if Uw account is not in default, 

63 the borrower lllay pay the unpaid princilJal balance in monthl~v in

64 stallments, subject to minimum payment requirements set forth 

65 in this subsection. 

66 Minimum monthly payments shall be in such amount as would 

result in the full repayment of the initial loan advance, exclusive 

68 of any interest, within the maximum term set fortb for other loans 

G9 of the same amount in section 6 of this amendatory and supple

70 mentar." act. This minimum payment shall continue at that amount 

71 until such time as an additional advance to the borrower is made, 

other than for permitted charges, at which time the minimum 

73 monthly payment shall be determined anel shall be in such amount 

74 as would result in the full repayment of the unpaid principal 

75 balance of the loan, after the advance and including the advance, 

7G within the maximUlll term set forth for the other loans of the same 

77 amount. Minimum payments after each subsequent advance shall 

78 be determined in the same manner. :No minimum payment shall 

79 exceed tbe amount required to pay the balance in full, including' 

80 unpaid interest and charges to date. 

81 d. In addition to the interest permitted under ::iubsection b., a 

u·'0'::' licensee may contract for and receive the other (~hal'ge~; permitted 

by illi" chapter on other loans, subject to all the conditions and 

restrictions set £ort11 in those sections with the following variation;,;: 

85 (1) If credit life or disability insurance is provided and if the 

in:mred dies or becomes disabled when there is an outstanding 

87 open-end loan indebtedness, the insurance shall be sufficient to pay 

88 the total balance of the loan due on the date of the borro,ver '" 

89 death in the case of credit life insurance, or all minimum llayrnents 

90 w11ich becollle duo on the loan during the covered period of dis

91 ability in the case of credit disability insurance. The additional 

92 charge for credit life insurance or credit disability insurance sl1all 

93 be calculated in each billing cycle by applying the current 1ll0ntlJly 

94 premium rate for such insurance, as the rate may be ddermined 

95 by the Commissioner of Insurance, to the unpaid balances in the 

96 borrower's account, using any of the methods specified in subsec

97 tion b. (3) for the calculation of interest. 
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98 (2) No credit life or disability insurance written in connection 

99 with an open-end loan sball be cancelled by tbe licensee because of 

] 00 rle1infJuenc:~ of the horrower in tbe making of tbe required minimum 

101 lHlyments on tbe loan unless one or more of the payments is past 

102 due for a period of 00 days or more; and the licensee shall advance 

103 to the insurer the amounts required to keep the insurance in force 

] Oll- t1urin9,' tllnt perio(1, which amounts mny be debitpd to the ])Orrower 's 

103 account. 

106 e. A licensee may take a security interest in personal IJropert~

107 to secure an open-end loan. Any sW'urit~c interest may be retainetl 

108 until the open-end account is terminated, provideu that if the 

109 secnrity int0rest cOvers consumer goods, then within 1 month or 

110 \\'ithin 10 days following written demand by the borrower after 

111 there is no outstanding balance in the account and no commitment 

112 hy the licensee to make advances, the licensee slmll release> ills 

1J3 st'curit~v interm;t. If the security interest covers personal pl'o])prty 

] 14 other than consumer goods, wl10never there iR no olltRtanding' 

115 balance in the account and no commitment by the licenRee to 11111 ke 

J16 a(lvnnces, tbe licem:ee shall 'within 10 days followin...;' written 

117 demand by the horrower relem;e the security interest. *If (( setllrit!} 

118 interest is tnken, the open-end loan aqreement sha7l strife t7l" 'l1lff!rrc 

119 and extent of such security interest.* 

120 f. R. S. 17 :10-15 shall not apply to open-end loans marle limIer 

121 this chapter, except that no licensee shall take an~- confession of 

122 judgment or power of attorney in connection 'wit11 Hll opelH'm] 

123 loan, or take an,\' instrument in which blanks arE' left to he filled 

124 in after the loan is marle. 

J25 g. The record-keeping systems used by licenst~E'R for (ljJPn-cwl 

126 loans shall he reviewed on an individual haRis to determine 'whethn 

127 t118 records are adequate for the purposes of R. S. 17 :10-12. 

1 G. (New section.) 

:2 a. J'\0 loan in an amount of $1,000.00 or less shall be made for a 

:l greater period of time than 36 months and 15 days. 

4 b. No loan in an amount in excess of $1,000.00, but not exceed i11;';' 

;j $2,500.00, shall be made for a greater period of time than 4-8 montllR 

G and 13 days. 

7 c. No loan in an amount in excess of $2,500.00 shall be made for a 

ti greater period of time than 60 montllR and 15 days. 

1 7. R. S. 17 :10-16 is amended to read as follows:
 

2 17 :10-16. Amount of Charges Limited. No licensee shall dircctl~'
 

::l or indirectly charge, contract for, or receive any interest, discount,
 

4- or consideration greater than he ,vould be permitted b~~ hw to
 

_) charge if he were not a licensee hereunder npon the loan, 1113(', or
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6 forbearance of money, goods, or things in action, or upon the loan, 

7 use, or sale of credit, of the amount or value of more than 

8 [$2,500.00] $5,000.00. The forep:oing prohibition shall also apply 

~l to aIl~T license'e ,""ho permits any person, as horrower or as in

10 cloner, :-;'uanmtol', or surety for an~' borro\yer, or otlJCrwise, to 

11 owe din>ctly or contingently or hoth under one or more loan 

12 contracts to the licensee at any time the sum of more than 

13 [$2,500.00] $5,000.00 for principal. 

1 8. R. 8.17:10-17 is amended to read as follows: 

:2 17 :10~17. Payment in Consideration of Assignment. rrlw pay

~3 PlC'Ilt of [$2,500.00] $5,000.00 or less in money, crodit, goods or 

4 tllings in aetion, as consideration for any sale, assignment or order 

5 for the pa~.'m('nt of wages, salary, commissions or other compensa

{j tion for services, whether earned or to be earned, shall, for the 

7 purpos('s of this chapter, be deemed a loan secured by the assign

8 ment. The transaction shall be governed hy and subject to the 

!J provisions of this chapter and any such sale, assignment or order 

10 hereaftrr made shall, for the purposes of this chapter, be void and 

, 1 of no offect. 

1 ~. R. S. 17:'0~]!) is amended to read as follows: 

2 17 :10-19. Payment in Certain Cases Deemed a Loan. The pay

:~ ment of H2,;')OO.OO] $5,000.00 or less in money, credit, goods or 

4 things in action as con:,;ideration for any sale of personal property 

G "'hich is made on condition that the property he sokI back at a 

(5 greater ]lrice shall, for tIle purposes of this chapter, be deemod to 

7 be a loan scenred by the property and the alllount by which tIle 

R repurchase price' exceeds the original payment actually paid shall 

9 be deemed interest or charges upon the loan from the date the 

10 original] layuH-mt is made until the date the repurchase price is 

11 paill. rrhe tralJsaction shall be governed by anci be subject to the 

12 provisions of thi:,; chapter. 

1 10. It S. 17 :10-20 is amended to read as follows: 

2 17 :10~20. Prohibited l~etS. No person, copartnership, aSSOCla

:3 tion, 01' eOl'}Joration, except as authorized b~' this chapter, shall 

4 directly or indirectly charge, contract for, or receive any intcn""t, 

;") discount, 01' consideration greater Uwn the lender would he per

() mitted b~' law to charge if be were not a licensoe lwreunder upon the 

7 loan, n:-:e, or forbearance of money, goods, or thing's in action, or 

R upon the loan, use, or sale of credit of the amonnt or value of 

g [$2,500.00] $.5,000.00 or less. 

10 TIle foreg'oing prohihition shall apply to any person, copartner

11 ship, a:-;sociation, or corporation who or which, b~- any d(~vice, sub

12 terfuge, or pretense, shall charge, contract for, or receive greater 



9
 

13 interest, consideration, or charges than is authorized by this chapter 

14 for the loan, use, or forbearance of money, goods, or things in 

15 action or for the loan, usc, or sale of credit. 

Hi ;\"0 loans of tlle amount or value of [$2,500.00] $5,000.00 or less 

1, for whieh a :'-~'l'eate I' rate of inten'Rt, eonsidera tion, or charge than 

IH i:-; permitted by tllis chapter has been charged, contracted for, or 

19 received, whenever madG, shall be Gnforced in this State and any 

20 person, copartnership, association or corporation in anywise 

21 participating therein in this State shall IJe subject to the provisions 

22 of this chapter. r1'he foregoing shall not apply to loans legally 

23 made in any State which then has in effect a regulatory Rmallioan 

24 law similar in principle to this chapter, but an action to enforce any 

25 loan made in any such State to a person then residing in this State 

26 may be maintained in this State only if the amount of interest, dis

27 count, consideration or other charge for such loan, demanded to be 

2tl paiu in such action, does not exceed that permitted to a licensee by 

29 this chapter for a loan of the same amount repayalJle in the same 

30 lllaIlller. 

1 11. R. S. 17 :10-21 is amended to read as follows: 

2 17 :10-21. Violation a misdemeanor; contract voiu. A person, 
., 
0.) copartnership, association, or corporation and the several members, 

4 officers, directors, agents, and employees thereof, who shall violate 

5 or participate in the violation of any provision of sections 17 :10-2, 

6 17 :10-12, 1, :10-13, 17 :10-14, 17 :10-15 or 17 :10-20 of this title, 

shall be guilty of a misdemeanor. 

A contract of loan not innl1id for any other reason, in the making 

or collection of which any act shall have been uone which con

10 stitute:,; a misuemeanor uncleI' thiH section, shall be void and the 

11 lender shall have no right to collect or reeeive any principal, 

12 interest or chargesanless the aetwcLS the result oj (f good faith 

13 error. 

1 12. r1'llis act shall take effect on the sixtieth day following 

2 enactment. 



ASSEMBLY BANKING AND INSURANCE COMMITTEE
 

STATEMENT TO 

ASSEMBJ-A Y~ No. 3652 
with Assembly committee amendments 

• 

STATE OF NEW JERSEY
 
• 

DATED: DFlCF,MBER 10, 1979 

This legislation increases the maximum amount of money which may 

be loaned by small loan cOIllpanies from $2,500.00 to $5,000.00. The 

interest rate chargeable on such loans remains the same as at present: 

24% on the first $500.00, 22% for the unpaid principal balance in excess 

of $500.00 but not in excess of $1,500.00, and 18510 on any amount loaned 

from 81,500.00 to $5,000.00. rrIle legislation also permits small loan 

companies to offur life, Jwalth and disability on both obligors, if they 

are spouse". rrlle hill establishes provisions for open-enrl loans, wl1ich 

are reYolving-tYl.lC accounts similar to retail credit agreements 01' bank 

credit cards. On revolving loan aC'counts, loans of $1,000.00 or lesR may 

not have longer terms than 36 months 15 days, loans of $1,000.00 to 

$2,500.00 Illay not have terms longer than 48 months and 15 days, and 

no loans in excess of $2,500.00 may have a term less than 60 months and 

15 days. The bill also provides that the voiding penalty of the small 

loan Imv not be applicable in the case of good faith errors. 

The committee amended the bill to require that the nature and extent 

of a security illterest taken ill connection with a revolving loan account 

be indicated in the loan agreement. 
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