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[THIRD OFFICIAL COPY REPRINT] 

SENATE, No. 3005 

STATE OF NEW JERSEY
 

INTRODUCED JANUARY 13, 1981 

By Senators vVEISS, MERLJNO and PARKER 

Heferred to Committee on Labor, Industry and Professions 

AN ACT concerning the manner amI terms of repayment of,. and 

the rate of interest and other charges on, loans and other trans­

actions which create a contractual debtor-creditor relationship, 

·"[and]·" revising parts of the statutory law .uand supple­

menting P. L. 1968, c. 54..•. 

1 BE IT ENACTED by the Senate and General Assembly of the State 

2 of New .Jersey: 

1 1. Section 53 of P. L. 1948, c. 67 (C. 17 :9A-53) IS amended to 
') read as follows:<J 

3 53. Scope of artiele: definitions; interest. 

4 A. In addition to such other loans which banks are authorized to 

5 make, a bank may make secured and unsecured installment loans 

G upon the terms and eonditions prescribed by this article, but this 

7 article shall not be constrned as prescribing an exclusive method 

8 for the making of loans which are payable in installments. 

9 B. As used in this article: 

10 (1) "Bank" means a banking institution as defined in section 1 

11 (C. 17:9A-1) of this act; 

12 (2) "Installment IOUll" means a loan (1) which is required by its 

13 terms to be repaid ill two or more installments; (2) upon which 

14 interest is contracted for at a rate in excess of that authorized 

15 pursuant to R. S. 31 :1-1; (3) the amount of which does not exceed 

16 [$10,000.00] the amounts authorized by subsection D. of section 

17 54 of this act (0.17 :9A-54D.) and (4) the final installment of which 

18 is payable not more than *[7]* *12'" years and 3 months subsequent 

19 to the date upon which such loan is made. The terms "installmen\ 

20 loan" and "installment loans" as used in this article include bollr"' 
EXPLANATION-Matter enclosed in bold-faced brackets [thus] in the above bW 

'-'" . is not enacted and ill intended to be omitted in the law. 
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21 pre00mputed and nonprecomputed installment loam; unless other­


22 wise expressly stated;
 

23 (3) (Deleted by amendment.)
 

24 (4) (Deleted by amendment.)
 

25 (5) "Person" meaus au individual, a partnership and an
 

26 association;
 

27 (6) (Deleted by amendmellL)
 

28 (7) (Deleted by amendment.)
 

29 (8) (Deleted by amendment.)
 

30 (9) "Actuarial method" means the method of applying payments
 

31 made on a loan between principal and interest pursuant to which
 

32 a payment is applied first to accumulated interest on the principal
 

33 amount of the loan and the remainder is applied to the unpaid
 

34 principal balance of the loan in reduction thereof;
 

35 (10) "Precomputed interest" meaIlS an amount equal to the
 

36 whole amount of interest payable OIl au iustallment loan lor the
 

37 perio<l from the makillg 01 the loan to the date scheduled hy the
 

38 terms of the loan for the payment of the final installment;
 

39 (11) "Precomputed loan" llleaDS an lnstallment loan which IS
 

40 evidenced by a note the face amount of which consists of the aggre­


41 gate of the principal amount of the loan so evidenced, and the
 

42 precomputed interest thereon;
 

43 (12) "Nonprecomputed loan" means an installment loan which
 

44 is evidenced by a note the face amount of which consists solely of
 

45 the principal amount of the loan so evidenced;
 

46 (13) "Unpaid balance" of an installment loan means the aggre­

47 gate of the following:
 

48 (i) The face amount of the note evidencing such loan;
 

49 (ii) All amounts paid by the bank and added to such loan
 

50 as provided in paragraph (2) of subsection A of section 55;
 

51 (iii) All interest accrued and unpaid;
 

52 (iv) Such further charges as the bank may make pursuant
 

53 to law in protecting or enforcing a security interest in any
 

54 property securing the payment of such loan or otherwise;
 

55 (v) In the case of precomputed loans, the amount of all late
 

56 charges imposed pursuant to section 55;
 

56.!. less the aggregate of the following:
 

57 (vi) All installment payments made in the case of a pre­

58 computed loan, or all payments made in reductionn of principal
 

59 in the case of a nonprecomputed loan;
 

60 (vii) All payments made on account of or in payment in full
 

61· . of any charges or amounts referred to in subparagraphs (ii),
 

62 (iii), (iv) and (v) of this paragraph (13); and
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63 (viii) In the case of a precomputed loa]!, the amount of the 

64 credit to which the borrower is entitled pursuant to sect:?t.!n 56; 

65 (14) "Class I installment loan" means an installment loan 

66 which is unsecured, and also means an installment loall which is 

67 secured by Ull intel'c~t in tangible or intangible personal property; 

68 (15) "Class II installment loan" means an installment loan 

69 which is secured by an interest in real property. 

70 C. [A] Notwithstanding the provisions of R. S. 31 :1-1 or any 

71 other law to the cont'tarry, a bank may contract for and receive in­

72 terest on installment loan~ calculated according to the actuarial 

73 method, at a rate [llOt exceeding 12% per annum on the unpaid 

74 balances of the principal, except that the conullissioner may, with 

75 the advice of the special advisory hoard created pursuant to P. L. 

76 1970, c. 205, section 11 (C. 17 :l1A-44) by regulation adopted, 

77 amended and rescillded from time to time, provide that the rate 

78 of interest which may be cOlltracted for and received on Class II 

79 installment loans may be more than 120/0 per annum but not more 

80 than 15% per annum as shall be established by such regulatioll. 

81 For the purpose of establishing rates as provided by this subsec­

82 tion, the commissioner may, with the advice of the special advisory 

83 board referred to above, classify installment loans into hvo cate­

84 gories, one of \vhich shall consist of Class I installment loans and 

85 the other of which shall consist of Class II installment loans. In 

86 adopting, arnending, and rescinding regulations pursuant to this 

87 subsection, the commissioner and the special advisory board shall 

88 consider the general state of the economy, the discount rates pre­

89 scribed by the Federal Reserve Bank of New York and the Federal 

90 Heserve Bank of Philadelphia, the advance rate as prescribed by 

91 the Federal Home Loan Bank of New York, the availability of 

92 funds for loans, studies and statistics published by the Federal 

93 Home Loan Bank Board and other agencies of the United States 

94 and of this State, and such other factors and bases for determina­

95 tion as the commissioner and the board may deem pertinent. The 

96 rate established by any such regulation shall reasonably reflect 

97 prevailing market conditions, regionally and nationally, based upon 

98 the studies, statistics and factors considered, and shall remain in 

99 force until such time as such regulation is rescinded or such rate 

100 is increased or decreased by a subsequent regulation. Any such 

101 regulation shall have prospective effect only] or rates agreed to by 

102 the bank and the bo'rrower. This subsection shall not limit or re­

103 strict the manner of contracting for the interest charge, whether 

104 by way of add-on, discount or otherwise, so long as the interest 
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105 rate does not exceed that permitted by this subsection. In the 

106 case of a precomputed loan, the interest may he computed on the 

107 assumption that an scheduled payments wiJ1 be made when due, 

108 and all scheduled installment payments made on a precomputed 

109 loan may be applied as if they were received on their scheduled 

110 due dates. In the case of 1l011precomputed loans, all installment 

111 payments shall be applied no later than the next day, other than 

112 a public holiday, after the date of receipt, and a day shall be 

113 counted as one-three-hundred-sixty-flfth of a year. 

114 D. (Deleted by amendment.) 

115 E. (Deleted by amendment.) 

116 F. (Deleted by amendment.) 

117 G. The commissioner may prepare and distribute to such banks 

118 as shall make a request therefor, a schedule or schedules to be 

119 used in ascertaining precomputed interest, or he may approve a 

120 subsisting schedule or schedules, and interest taken pursuant to 

121 such schedule or schedules shall constitute a complete compliance 

122 with this section. A copy of sucll schedule or schedules, certified 

123 by the commissioner, shall be evidence in all courts and places. 

1 2. Section 54 of P. L. 1948, c. 67 (C. 17:9A-54) is amended to
 

2 read as follows:
 

3 54. Limitations and conditions.
 

4 A. Every installment loan shall be evidenced by a note the face
 

5 value of which shall be in an amount determined pursuant to para­


6 graph (11) or (12) of subsection B. of section 53, as the case may
 

7 require, and which shall provide for payments to be made at
 

8 monthly intervals on the corresponding date in each month. [Sched­


9 uled installment payments shall be in substantially equal amounts,
 

10 except that the :final installment scheduled may be in an amount 

lOA twice the amount of a preceding installment, plus $1.00] "The note 

lOB may provide for an increase, 01" may provide for a dectOeasc, or 

10c both, in the rate of interest applicable to such installment loan. 

10D ...No increase during the entire loan term shall result in an 

1DE interest rate of more than 6% per annum over the rate applicable 

10F initially, nor shall the rate be raised more than 3% per annum 

lOa during any 12 month period. The lender shall not be obligated to 

lOR decrease the interest rate more than 60;0 over the term of the loan, 

101 nor more than 30;0 per annum during any 12-month period. If a rate 

10J increase is applied to the loan, the lender shall also be obligated to 

10K adopt and implement uniform standards for decreasing the rate.··· 
101. "If the note provides for the possibility of an increase or decrease, 

11 or both, in the rate, that fact shall be clearly described in plain lam,.. 
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11A guage, in at least 8-point bold face type on the face of the note.""" 

11B U[In the event that there is an increase in, the rate, no such]*" 

11e ··No rateU increase shall take effect U[unless (a) the increased 

11n rate is not effective]·· *U[".(ar*]**· during the first 3 years of 

11E the term of the loan, "·[(b)]U. U· or thereafter, (ar'*" 

I1F "unless" at least 90 days prior to the effective date of the first 

llG such increase, or 30 days prior to the effective date of any subse­

llH quent increase, a w1-itten notice has been mailed or delivered to the 

111 borrower that clearly and conspicuously describes s2tch increase, 

llJ and ·"[(c)]·" ·"(br" "unless" at least ·"[90]·" 

11K .u365"· days have elapsed without any increase in the rate. 

11L ·**[In the event of a decrease in the rate the restrictions of this 

11M subsection do not apply.]"* "·No inct'ease during the entire loan 

llN term shall result in an interest rate of more than 6% per annum 

110 over the rate applicable initially, nor shall the rate be raised more 

I1P than 3% per annum during any 12-month period.U. If the note 

llQ do.es provide that the interest rate may be increased then, not­

11R withstanding the provisions of section 56 of P. L. 1948, c. 67 (C. 

lls 17:9A-56), when the unpaid balance owing upon a precomputed 

llT loan is repaid in full or the matu1'ity of the unpaid balance of such 

11u loan is accelerated before the date scheduled for the payment of the 

11v final installment, the bank shall allow a credit on account of the 

Hw precomputed interest~ calcuated according to the actuarial ref1tnd 

llx method, "[assuming that]U u as i/*· all payments were made as 

lly scheduled, or if deferred, as deferred; provided, however, that if the 

Hz loan is p1"epaid within 12 months after the first payment is due, a 

llAA bank may charge a prepayment penalty of not more than U(a)*· 

llBB $20.00 on any loan up to and including $2,000.00"[, $50.00]" •• 

llee (b) an amount equal to 1% of the loan""" on any loan greater than 

llnn $2,000.00 and up to and including $5,000.00",.u and .. (cr· 

llEE $100.00 on any loan exceeding $5,000.00. 

llFF Effective on the first day of the twelfth month following the effec­

12 tive date of this act, notwithstanding the provisions of section 56 

12A of P. L. 1948, c. 67 (C. 17:9A-56) on all loans, when the unpaid 

12B balance owing upon a precomputed loan is repaid in full or the 

12e maturity of the unpaid balance of s'uch loan is accelerated before 

12n the date scheduled f01" the payment of the final installment, the bank 

12E shalT allow a credit on account of the precomp1tted intet'est, calcu­

12F lated according to the actuarial refund method, "[assuming 

12G that]" ·-as ir- all payments were made as scheduled, 01" if de­

12H ferred, as defer'red; provii?cd, however, that if the loan is prepaid 

121 within 12 months after the first payment is due, a bank may charge 

12J a prepayment penalty of not more than U(a)" $20.00 on any loan 



12K up to and including $2,000.00'"'*[, $50.00] u •• ; (b) an amount equal 

12L to 1% of the loan" on any loan greater than $2,000.00 and up to 

J %;\f and inrlHrlin.<7 $5/IOO.f)()""";** and U(c)** $100.00 on any loan ex­

12N ceeding $5,000.00.· Such note may further provide that up to 3 

13 months may elapse between the date of the loan and the date sched­

14 uled for the paYment of the first installment, or between the dates 

15 scheduled for the payment of subsequent installments, provided 

1G that in any 12-month period there shall be not more than 3 months 

17 during which no installment is scheduled to be paid. 

18 13. Xo installment loan shan be made the final installment of 

1~) which is schednled to 110 paid more than .[7]. ·12· years and 3 

20 months suhseqw:nt to tlw daTE' npon which such loan is made. 

21 C. No hank shall make Hl~Y further interest or other charge or 

22 demand in connection wi tll such loan, other than those expressly 

23 authorized hy this article. 

24 D. No hank shall make a Class I installment loan for the 

25 paYment of which any person shall be liable to the bank in any 

26 capacity, if the amonnt of such Class I installment loan, and the 

27 amounts of the unpaid balances owing to the bank on all other 

28 Class I installment loans for the payment of which such person 

29 is liable to the bank, 'will in the aggregate exceed [$10,000.00] 

30 $20,000.00 excl1tsil.·e of interest and other charges nor shall any 

31 bank make a Class II im;tal1ment loan for the payment of which 

32 any person shall he liahle to the hank in any capacity, if the amount 

33 of such Class II installment loan, and the amounts of the unpaid 

34 balances owing to the bank on all other Class II installment loalls 

35 for the payment of which such person is liable to the bank, will jn 

36 the aggregate exceed [$10,000.00] $25,000.00 exclusive of interest 

37 and othe'r charges. 

38 E. [No bank which holds a mortgage which is a first lien on real 

39 property shall make a Class II installment loan secured by a lllort­

40 gage on such real property within 3 years from the time when such 

41 first mortgage was recorded, but this prohibition shall not apply 

42 to any Class II installment loan the purpose of which, as repre­

43 sented to the bank by the borrower, is to enable the borrower to 

44 pay the cost, in whole or in part, of modernizing, altering, repair­

45 ing, improving or rehabilitating such real property.] Deleted by 

46 amendment (P. L. , c. ). 

47 F. Nothing in this section or elsewhere in this article contained 

48 shall prevent a bank from making an installment loan, the proceeds 

49 of which will be applied in whole or in part to the repayment at 

50 or before final maturity of a loan theretofore made under the 

51 provisions of this article or otherwise. 
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3. Section 3 of P. L. 1975, c. 287 (C. 17 :9A-53.4) is amended to 

read as follows: 

3. [A] Notwithstanding the provisions of R. 8. 31:1-1 or any 

other law to the contrary, a banking institution may make educa­

cationalloans and may charge and collect interest thereon at a rate 

[not in excess of 1% per month on the first $10,000.00 of the princi­

pal sum owing on all such loans for the payment of which a person 

is liable to the banking institution in any capacity, and % of 1% 

on the excess over $10,000.00 owing on all such loans for the pay­

ment of which a person is so liable to the bankng institution] or 

rates agreed to by the banking institution and the borrower. 

Interest shall be calculated according to the actuarial method, 

pursuant to which payments made on the loan are applied first to 

accumulated interest on the principal amount of the loan and the 

remainder applied to the unpaid principal balance of the loan in 

reduction thereof. All payments shall be applied no later than the 

next day, other than a Sunday or a public holiday, after the date 

of receipt, and a day shall be counted as one-three hundred sixty­

fifth of a year. *The note or other evidence of the loan may provide 

for an inc'rease, or" may pro'vide for a decrease, or both,. in the rate 

of interest applicable to the loan. u*No increase during the entire 

loan term shall result in an interest rate of more than 6% per 

annum over the rate applicable initially, nor shall the rate be 

raised more than 3% per annum during any 12-month period. The 

lender shall not be obligated to decrease the interest rate more 

than 6% over the term of the loan, nor more than 3% per annum 

during any 12-month period. If a rate increase is applied to the 

loan, the lender shall also be obligated to adopt and implement 

uniform standards for decreasing the rate. u* uIf the note pro­

vides for the possibility of an increase or decrease, or both, in the 

rate, that fact shall be clearly described in plain language, in at 

least 8-point bold face type on the face of the note.""" u[In the 

event that there is an increase in the rate, no such]" """N 0 rate"'''' 

increase shall take effect """[unless (a) the increased rate is not 

effective]""" .U[U(ar·]*" during the first 3 years of the term 

of the loan, "*[(b)]u. U*or thereafter, (a)*U< "unlessU at 

least 90 days prior to the effective date of the first such increase, 

or 30 days prior to the effective date of any subsequent increase, a 

written notice has been mailed or delivered to the borrower that 

clearly and conspicuously describes such increase, and ...[(c)]·" 

"·(br"'''' "unless" at least u·[90]·" *"365·" days have 

elapsed without any increase in the rate. "·[In the event of a 

decrease in the rate, the restrictions of this subsection do not 
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44 apply..] ..• ..• N a increase during the entire loan term shall result 

45 in an interest rate of more than 6% per annum over the rate appli­

46 cable initially, nor shall the rate be raised more than 3% per annum 

47 during any 12-month period.··· 

1 4. Section 6 of P. L. 1959, e. 91 (C. 17:9A-59.6) is amended to 

2 read as follows: 

3 6. A. [The] Notwithstanding the provisions of R. 8. 31 :1-1 or any 

4 other law to the contrary, the rate [of interest contracted for or 

5 received by a bank] or rates on advance loans shall [not exceed 

6 1% per month on the daily principal balances owing on all advance 

7 loans outstanding in respect to a] be as agreed to by the bank and 

8 the borrower. Interest may be reckoned according to any method 

9 authorized by [section] R. 8. 31 :1-1 [of the Revised Statutes]. 

9A «<The contract may pr01:ide that the interest rate may be in­

9B creased, or may be decj'eased, or both, from time to time; provided, 

~)c however, that no increase in inte'rest shall be ejj'ective unless: (a) 

9n at least 90 days prio't' to the effective date of the fit'st such increase, 

9E or 30 days prior to the effective date of any subsequent increase, a 

9F written notice has been mailed or delivered to the borrower that 

9G clea'rly and conspicuow:;ly describes such change and the indebt­

~)H edness to whieh it applies and states that the inc'urrence by the 

91 bo'rrowe1' or another person mdhorized by him of any f1trtherin­

9J debtedness under the plan to which the agreement relates on or 

9K after the effective date of the increase specified in the notice shall 

9L constitute acceptance of the increase and (b) either the bon'ower 

9M agrees in writing to the increase or the borrower or another person 

9N authorized by him incurs such f1wther indebtedness on 01" after the 

90 efj'eetive date of the increase stated in the notice. The provisions 

9p of this paragraph permitting an increase in a rate of i11terest shall 

9Q tint apply in the case of an agreement which expressly prohibits 

9R changing of intprest rates or which IJrovides limitations on chanqin,rl 

9s of inteny;t mtes 10hich are more restrictive than the req1tirempnts 

9T of this paragraph" If the contract provides for the lJOssibilit1jU 

9u of an increase or decrease, or both, in the rate, that fact shall be 

9v clearlJl described in plain language, in at le~c:;t 8-point bold face 

9w tJlpe on the face of the contract. U 

10 B. For the purposes of thiR section, charges for premiums ad­

J1 vanced hy the bank for credH life insuranC'e, or C'redit accident and 

12 health insurance, or both, shall be treaten as part of the principal 

J~ halance owing on an advance loan, but no such charge sball be 

14 included in determining the maximum permissihle indebtedness as 

lfi limited by section 11 of this aet. 
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16 C. Notwithstanding the provisions of a11Jj (fther law to the con­

17 trary, a bank which issues a credit card in connection with an 

18 advance loan contt'act in effect befll'een the bank and the borrower 

19 as {l'/dhoriz,~'d by this act may cha'f!Je the borrower a fcc *not 

20 (xceeding $15.00 pci' amt'Um~' on an anuual or monthly hasi:; *[not 

21 exceeding such sum as the bank and the borrower may agree upon]-. 

22 The charge so made may (1) be collected in advance, (2) shall be in 

23 addition to and not in substitution of any other fee or charge au­

24 thorized by this act, and (8) shall not be deemed to be an interest 

25 charge. 

1 5. Section 3 of P. L. 1964, c. 162 (C. 17 :9A-59.27) is amended to 

2 read as follows: 

3 3. (a) [A] Notwithstanding the provisions of R. 8. 31 :1-1 or any 

4 other law to the contrary, a bank may contract for and receive 

5 interest on a small business loan calculated according to the 

6 actuarial method, at a rate [not exceeding 12% per annum on the 

7 unpaid balances of the principal; except tl1at the Commissioner of 

8 Banking may, with advice of the special advisor~' board created 

9 pursuant to P. L. 1970, c. 205, section 11 (C. 17 :11A-44) by regula­

10 tion adopted, amended and rescinded from time to time, provide 

11 that the rate of interest which may be contracted for and received 

12 on any such loan may be more than 12% per annum but not more 

13 than 15ro per annum as shall be established by such regulation. In 

14 adopting, amending, and rescinding regulations pursuant to this 

15 subsection, the commissioner and the special advisory board shall 

16 consider the general state of the economy, the discount rates pre­

17 scribed by the Federal Reserve Bank of New York and the l!"ederal 

18 Heserve Bank of Philadelphia, tbe advanee rate as prescribed by 

19 the Federal Home Loan Bank of New York, the availability of 

20 funds for loans, studies and statistics published by the Federal 

21 Home Loan Bank Board and other agencies of the United States 

22 and of this State, and such other factors and bases for determina­

23 tion as the commissioner and the board may deem pertinent. The 

24 rate established by any such regulation shall reasonably reflect 

25 prevailing market conditions, regionally and nationally, based 

26 upon the studies, statistics and factors considered, and shall remain 

27 in force until such time as such regulation is rescinded or such 

28 rate is increased or decreased by a subsequent regulation. Any such 

29 regulation shall have prospctive eifect only] or rates agreed on by 

:)0 the bank and the borrower. This subsection shall not limit or 

;:\1 restl'iet the manner of contracting for the illteres t cllarge, whethel 

32 by way of add-on, discount or otherwi se, so long as such chargb 
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33 does not exeeed the limitation imposed by this section. In the caSb 

:34 of a precompnted loan, the interest charge lllay be computed on 

35 the assumption that all scheduled payments \vill be made when 

3() due, and all scheduled installment payments made on a precom­

:ri puted loan may be applied as if they were received on their 

38 scheduled due dates. In the case of nonprecomputed loans, all 

:19 installment payments shall be applied no later than the next day, 

·W other than a public holiday, after the date of receipt, and a day 

41 shall be counted as one-three-hundred-sixty-fifth of a year. 

42 (b) (Deleted by amendment.) 

1 "6. Section 4: of P. L. 1964, c. 162 (C. 17 :9A-59.28) is ameuded to 

:2 read as follows: 

3 4. (a) Every small business loan shall be evidenced by a note 

4 which slmll be dated the day of the making of such loan, and the 

5 face amount of which shall be in an amount determined pursuant 

6 to paragraph (h) or (i) of section 1, of this act as the case may 

7 require. 

S (b ) Each sueh Hote shall provide that the amonnt thereof shall 

D he payal)lt~ in instaHlllents on dates separated by payment-periods 

10 of equal duratioH measured ill terIm, of months. Any such note 

11 l1lUy provide for the omission of installments, including the first 

12 installmPIJt, during any period not exceeding 93 days in anyone 

13 12-month period. Except as herein otherwise provided, no note 

14 shall provide for payment-periods shorter than 1 month or longer 

15 than 3 months. [Each such note shall provide for installment pay­

16 ments in equal amounts, except that the final installment may be not 

17 more than $1.00 more or less than any previous installment, and no] 

18 No sueh note shall provide that the final installment shall be pay­

19 able more than 7 years and 3 months from the date of such note. 

20 (c) EfJecti1,e on the first day of the twelfth month following the 

21 effective date of this act, notwithstanding the provisions of section 

22 11of P. TJ. 1964, c. 162 (C. 17:.9A-5.9.B5), when the unpaid balance 

23 owing upon a precomputed loan is repaid in fttll o'r the matttrity of 

24 the unpnid balance of such loan is accderated before the date 

2G selied'uled for the payment of the final installment, the bank shall 

~6 aUo?!' a cyedit on account of tlic }necom[mted interest, calcu1atp,d 

27 according to the actuarial refund method, U[assuming that]U 

28 "as 'ifu all payments were made as sched'uled, or if deferred, as 

29 deferred; provided, hOWe1Jer, that if the loan is prepaid within 12 

30 months aftet· the first payment is due, a bank may charge a prepay­

31 ment penalty of not more than """'(1)" $20.00 on any loan .rJ1·catcr 

32 than $2,000.00*""[, $.50.00]U H,': (2) an amount equal to 1 % of 
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33 the loan"'" on any loan greater than $2,000.00 and up to and includ­

34 ing $5,000.00"""',."'* and *'" (3) U $100.00 on any loan exceeding 

35 $5,000.00.· 

1 ;'[6.]* *7. '*' lL. ~). 17 :10-14 is amended to read af:i follows: 

2 17 :10-14. [lj~very] Notwithstanding the provisions of R. S. 

8 3J :1-1 or any otlle/" lau) to thr rontrary, every licensee hereunder 

4 may loan any sum of money not exceeding $5,000.00, repayable in 

;) installments, and m~IY cbarge, contract for Hnd receive thereon 

6 interest at all annual perccntag'u rate [not exceeding 24% all that 

7 part of the unpaid principal La lance not exceeding $GOO.OO, and 

8 227c' on that part of the U11paid balance in excess of $500.00 but not 

8B principal balance] or rates agreed to by the licensee and the 

8e b01'1"owcr. 

8n *' A loan contmcl~ othe1' than an open-end loan contract mo.!) pnJ­

8E vide for an increase, or may provide for n decrease, or both, in the 

SF rate of interest applicable to the loan. ***No increase d1~,ri.ng the 

8G entire loan term shall result in an interest rate of more than 6% 
8H per annum ovet" the rate applicable in.itially, nor shall the rate be 

8r raised more than 3% per annum during any 1.2-month period. The 

8J lender shall not be obligated to decrease the interest rate more 

8K than 6% over the term of the loan, nor more than 3% per annum 

8L during any 12-month period. If a rate increase is applied to the 

8M loan, the lender shall also be obligated to adopt and implement 

8::,< un,iforrn standards for decreasing the rate.*** ulf the contract pro­

80 vides for the possibility of an increase or decrease, or both in the 

8p rate, that fact shall be clearly described in plain lang1wge,in at least 

8Q a-point bold face type on the face of the contract.*'" """'[In the event 

8R that there is an increase in the rate, no s'ltch]*'" uNo rate" 

increase shall take effect """'[unless (a) the increased rate is not 

9A effectiver* ***[U (a)"]*** durin/) the first 3 years of the term of 

9B the loan, u*[(bJ]*** >;'U or thereafter-, (0.)*** """'unless" at least 

90 90 days pr-ior to the effective date of the first such increase, or 

9n 30 days prior to the effective date of any subsequent increase, a 

9E written notice has been mailed or delivered to the borrower that 

9F cleary and conspicuously describes such increase, and **'"'[(cJ]·" 

9G *** (b J*** **~mless*'" at least ***[90]*** ***865*** days have 

9H elapsed without any increase in the rate. ***[In the event of a 

9r decrease in the rate, the restrictions of this subsection do not 

9J apply.] *** ** *N a increase during the entire loan shall result in an 

9K interest rate of more than 6% per annum over the rate applicable 

9L initially, nor shall the rate be raised more than 3r" per annum 
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9M during any 12-month period.· .. Where the loan contract so pro­

9N-O vides for an increase or decrease in the rate of interest, the pro­

, 9p vision of R. S. 17 :10--13 rcq'uirring that no installment be s1[b­

9Q stantially greater in amownt than any preceding installment shall
 

9R not apply.
 

9s An open-end loan contmct may IJ1"ovide that the interest rate may
 

9T be increased or 11'WY be dec1-eased, or both, from time to time pro­


9u vided, howeve'r, that no increase in interest shall be effective unless:
 

9v (a) at leGst 90 days pn'or to the effective date of the first s'Llchin­


~hv crease, 0:' 30 days prior to the e.tJective date of any subsequent in­


9x c'rease, a wrdtcn notice has been mailed or delivered to the borrower
 

9y that clcarly and conspicuously desc1'ibes such change and the in­


9z debtedness to which it applies and siaies that the incurrence by the
 

10 borrov..'er 01- another pej'son auth01ized by him of any further in­


lOA debtedness under the plan 1'0 1-chich the agreement relates on or
 

1013 after the effective date of the inc1'ease sprcified in the notice shall
 

10c constitute acceptance of the inc1'ease and (b) either the bon'ower
 

10D ag'rees in writing to the increase or the bon-ower or another l)erson
 

10E authMized by him incurs such f1lrthcr indebtedness on or after the
 

lOp effective date of the increase stated in such notice. The provisions
 

lOG of this paraqm]Jh permitting an increase in a rate of interest shaD
 

lOR not apply in the case of an aqrfement which expressly ]J1'ohiibits
 

lOr chanpin.!? of interest rates or which provides limitations on chang­


lOoT ing of inte1-est mtes which are mare 1'cstrictive than the req'uire­


10K ments of this paragraph.* **If the contract provides for the possi­


10L bility of an increase or decrease, or both, in the mte, that fact shall
 

10M be clearly described in plain lang1wge, in at least 8-point bold face
 

10N type on the face of the written notice."
 

100 The interest and periodic payments for loans at these •[maxi­

11 mum]* rates shall be computed. from standard tables based on the 

12 actuarial 01' annuity method which conforms to the so-called "United 

13 States ~ule of Partial Pay-ments," which provides that interest shall 

14 be calculated whenever a payment is made and the payment shall he 

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 insufficient to pay the entire amount of interest the balance 

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

19 interest thereon. 

20 No interest shall be paid, deducted, or received ill advance. 

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

22 unpaid principal balances. :F'or the purpose of computing interest, 

23 ·[whether at the maxlmUlll rate or less,]· all installment payments 
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24 shall be applied no later than the next day, other than a public 

25 holiday, after the date of receipt, and interest shaH be charged for 

26 the actual number of days elapsed at the daily rate of 1j365th of 

27 the yearly rate. 

28 No licensee shall induce or permit any person nor any husband 

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

30 contingently or both, under more than one contract of loan at the 

31 same time for the purpose of obtaining a higher rate of interest 

32 than \\'ould otherwise be permitted by this section. 'rhis prohibition 

33 shall not apply to allY loan wacIe pursuant to any other law of this 

34-35 State. 

36 In addition to the interest herein provided for no further or other 

37 charge, or amount 'whatsoever for any examination, service, broker­

38 age, commission, expense, fee, or bonus or other thing or otheT\yise 

39 shall be directly or indirectly charged, contraeted for, or received, 

40 except (1) amounts for insurance ohtained or provided by the 

41 licensee in accordance with the provisions of this chapter; and (2) 

42 on actual sale of the security ill foreclosure proceedings 01' upon 

4') the entry of judgment. If any interest, consi(leratioI! 01' charges in 

44 excess of those permitted by this chapter are charged, eontracted 

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

4G contract of loan dmll be void and the licensee shall have no right 

47 to collect or receive auy principal, interest, or chal't':es whatsoever, 

48 and the borrower shall be entitled to recover from the lender any 

'±9 such sums paid or retu11led to the lender by the borrowN 011 account 

50 of or in connection with the loan. 

1 *['T,T' *8.* Sectioll 11 of P. L. 1970, c. 20;) (C. 17 :lLA..-44) IS 

2 amended to read as fo110\Y8: 

3 11. *[a.]* [A] Noi1.i'dhstandiJlf} the p'ro'visions of R. 8.31 :.1-1 O't 

4 any othe'r law to the contrary, a licensee shall have authority to 

5 make a secondarY' mortgage loan. repayahle in installments, awl 

6 may charge, contract rOI' and receive thereon interest at an a,mual 

7 percentage rate [not exceeding 13%, computed by the actuarial 

S method (United States rule) and: provided further, the Commis­

£) sianer of Bankillg, 'with the advice of a special advisory board co~'-

10 stituted as hereinafter provided, may by regulation adopted, 

11 a11lcllded and rescLlded from time to time, provide that the interest 

12 which may be taken for any such loan shall be more than 15% per 

13 anmml but not more than 18% per annum, as shall be prescribed in 

14 such regulation] Or' rates agTeed to by the licensee and the 

14A bor-ToweT. 

1413 "'The note evidencing the loan may provide for an ~nCTease, or 

14e may provide fo'l' a dec1'ease, 01' both, in the rate of inteTest appli­
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14n cable to the loan. *uNo increase during the ent'ire loan term shall 

14E result in an interest rate of 'more than 6% per annum over the rate 

14F applicable initially, nor shall the rate be raised more than 3% 

14G per annum during any 12-month period. The lender shall not be 

14R obligated to decrease the interest rate tn,ore than 6% over the term 

141 of the loan, nor more than 3% per annum during any 12-month 

14J period. If a rate increase is applied to the loan, the lender shall 

14K also be obligated to adopt and implement unifonn standards for 

14L decreasing the rate.*** **If the note provides for the possibility of 

14M an increase or decrease, or both, in the rate, that fact shall be clearly 

14N described in plain language, in at least 8-point bold face type on 

140 the face of the note. ** U[In the event that there is an increase in 

14p the rate, no such]** **No rate** uincrease shall take effect U[un_ 

14Q less (a) the increased rate is not effective]** *U[**(a)'iI<*]u. 

14R during the first 3 years of the term of the loan, *U[(b)]*** ***01' 

14s thereafter, (a)*u UunlessU at least 90 days prior to the effective 

14T date of the first such increase, or 30 days prior to the effective date 

14u of any subsequent increase, a written notice has been mailed or 

14v delivered to the borrower that clearly and conspicuously describes 

14wsuch increase, and ***[(c)]*** ***(b)*** uunless** at least 

14x ***[90]*** ***365*** days have elapsed without any increase in 

14y the rate. ***[In the event of a decrease in the rate, the restrictions 

14z of this subsection do not apply.]***' ",uNo increase d'uring the 

15 entire loan tet'm shall result in an interest rate of more than 6% 

15A pet" annum over the rate applicable initially, nor shall the rate be 

15B raised more than 3% pet' annum during any 12-month period.U. 
15e JVhere the note evidencing the loan so provides for an increase or 

15n decrease in the rate of interest, the provision of subsection b. of 

15E section 18 of P. L. 1970, c. 205 (C. 17:1.1A-51b.) requiring that pay­

15F ment be made in substantially equal installment payment amounts 

15G shall not apply.· 

15R *[(1)]* No interest shall be paid, deducted, or received in 

16 advance. Interest shall not be compounded alld shall be computed 

17 only on unpaid principal balances. For the purposes of computing 

18 interest, *[\yhether at the maximum rate or less,]* a month shaH he 

19 considered a calendar month and where a fraction of a month IS 

20 involved a day shan he considered 1/30 of a month. 

21 *[b. [In making, amending, and rescinding regulations pursuant 

22 to the preceding provision, the] The Commissioner of Banking [and 

23 the] with the advice of a special advisory board constitutrd as 

24 hereinafter provided, shall consider the general state of the 

25 economy, [the discount rates prescribed by the Federal Reserve 
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26 Bank of New York and the Federal Reserve Bank of Philadelphia, 

27 the advance rate as prescribed by the F(~deral Rome Loan Bank of 

28 New York,] the availability of funds for loans, studies and statistics 

29 published by the Federal Home Loan Bank Board and other ageu­

30 cies of the United States and of this State, and such other factors 

31 and bases for determination as the commissioner and the board 

32 may deem pertinent to an analysis of whether the purposes of this 

33 act are being 'met, and secondary mortgage loans are available to 

34 consumers. ['1'he rate established by any such regulation shall 

35 reasonably reflect prevailing market conditions, regionally and 

36 nationally, based npon the stndies, statistics and factors considered, 

37 and shall remain in force until such time as such regulation is 

38 rescinded or such rate is increased or decreased by a subsequent 

39 regulation. Any such regulation shall have prospective effect only.] 

40 c. The special advisory board herein provided for shall consist 

41 of the Conwlissioner of Banking, who shall be ex-officio chairman 

42 of the board, and 5 members appointed by the Governor with the 

43 ach'lce and consent of the Senate. Any appointed member of the 

44 board may be removed from office by the Governor whenever, in his 

45 judgment, the public interest may so require. Each of the 5 ap­

,16 pointed members shall have had, at the time of his appointment, 

47 praetical eX}Jerienee in consumer financing or fields so related 

48 thereto as to qualify each as an authority for the purpose of advis­

49 ing the Commissioner of Banking regarding the interest which may 

50 be taken for any secondary mortgage loan. At no time shall there 

51 be more than a single representative on the board from anyone 

52 institution or group of institutions. 

53 d. Each member of the board shall hold office for a term of 2 

5,1 years, and thereafter until his successor is appointed and has 

55 qualified, subject to removal by the Governor pursuant to the pre­

56 ceding provision. Members of the board shall be eligible for re­

57 appoilltment in the same malmer as the initial appointment of 

58 members of the board as provided for heretofore. Any vacancies 

59 in the board shall be filled for the unexpired portion of the term 

60 in the same lllaImer as for a full term. 

61 e. 'rhe members of the special advisory board shall serve without 

62 compensation, hut shall be reimbursed for their actual and neces­

G3 sary expenses in attending Iueetings of the board. All claims for 

G4 reimbursement shall be submitted in the form and manner pre­

G5 scribed for like claims of the Commissioner of Banking. 

G6 f. The board shall meet at least semiannually, at such times and 

67 plac0s in the State as it may determine. The commissioner may 

68 can such other meetings as he may deem necessary, and he shall 
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69 call a meeting when requested by 2 or more members of the board. 

70 At least 3 days notice of every meeting shall be given to each mem­

71 bel' of the board personally, or by mail, telephone, or telegraph. 

72 Four members of the board shall constitute a quorum. 

73 g. The special advisory board shall elect a secretary who may be 

74 an elnployee of the Department of Banking but who shall receive 

75 no extra compensation for serving as secretary. The secretary shall 

76 keep an accurate record of all meetings of the board and shall per­

77 form such other duties as may be prescribed by the board. 

78 h. For the purpose of discharging its duties, the board shall 

79 have access to all relevant records in the Deartment of Banking, 

80 including reports and confidential communications, but each 

81 memher of the board shall treat all information so obtained as con­

82 fidential and shall not reveal any such information to any person 

83 other than another member of the board. 

84 i. No member of the board, including the Commissioner of 

85 Ballkillg, shall he personally liable for any act done or omitted in 

86 eOllueetion with the performance of his duties under this act. 

87 j. At the initial meeting of the special advisory board, the mem­

88 bel'S shall agree, by majority vote, to the procedure by which rec­

89 onllncndations will he made to the commissioner concerning [the 

90 interest rate to be estal]lished pursuant to] this act.]· 

1 "[8.]* *9.· Section 160 of P. L. 1963, c. 144 (C. 17 :12B-160) IS 

2 amended to read as follows: 

3 160. Charges on such loans. 

4 ·[(1)]· [The] Notwithstanding the provisions of B. S. 31:1-1 or 

5 any other law to the contrary, the maximum charge which an associ­

6 ation may contract for and receive on loans as defined in section 158 

7 of P. L. 1963, c. 144 (C. 17 :12B--158) shall not exceed an amount 

8 calculated according to the actuarial method at a rate [not exceed­

9 ing 12% per allnum on the unpaid balance of the principal; pro­

10 vided however, that the Commissioner of Banking, with the advice 

11 of the special advisory board created pursuant to P. L. 1970, c. 205, 

12 s. 11 (C. 17 :llA-44), may, by regulation adopted, amended and 

13 rescinded from time to time, provide that the rate of interest which 

14 may bo contracted for and received on any such loan may be more 

15 than the rate above set forth but not more than 15ro per annum~ as 

t6 shan be established by snch regulation. For the purpose of estahlish­

17 i1l~ rates as provided by this subsection, the commissioner may. 

18 with the advice of the special advisory board referred to above and 

19 within the limits prescribed by this suhsecti.on, establish the rate 

20 applicable to SLICh loans. In adopting, amending and rescinding 

21 regulations pursuant to this subsection, the commissioner and the 



17
 

22 special advisory board shall consider the general state of the 

23 economy, the discount rates prescribed by the Federal Reserve 

24 Bank of New York and the Federal Reserve Bank of Philadelphia, 

25 the advance rate as prescribed by the l"ederal Home Loan Dank 

26 of New YOlk, tIle m-ailability of funds for laaus, studies and 

27 statistics published by the l!'ederal Home Loan Bank Board and 

28 other agencies of the United States and of this State, and such 

29 other factors and bases for determination as the commissioner and 

30 the board may deem pertinent. The rate established by any such 

31 regulation shall reasonably reflect pervailing market conditions, 

32 regionally and nationally, based upon the studies, statistics and 

33 factors considered, and shall remain in force until such time 

34 as such regulation is rescinded or such rate is increased or de­

35 creased by a subsequent regulation. Any such regulation shall have 

36 prospective effect only] or rates agreed to by the association and 

37 the borrowe1·. "'The evidence of indebtedness may provide for an 

38 increase, o'r rnav provide fo'r a decrease, or obth, in the rate of in­

39 terest applicable to the loan. ... '"N 0 increase during the entire loan 

39A term shall result in an interest rate of more than 6% per annum 

39B over the rate applicable initially, nor shall the rate be raised more 

390 than 3% per annu'm during any 12 month period. The lender shall 

39D not be obligated to decrease the interest rate more than 6% over 

39E the term of the loan, nor more than 3% per annum during any 

39F 12-month period. If a rate increase is applied to the loan, the lender 

39G shall also be obligated to adopt and implement uniform standards 

39H for decreasing the rate.··· ••If the evidence of indebtedness pro­

40 vides for the possibility of an inc1"ease or dec1"ease, or both, in the 

41 rate, that fact shall be clea'rly described in plain language, in at 

42 least 8-point bold face type on the face of the evidence of indebted­

43 ness.""" **[In the event that there is an inc'rease in the rate, no 

44 such]*'*' UNo rate*'" increase shall take effect U[unless (a) the in­

45 creased rate is not effective]""" .U[**(a)U]""'. during the first 

45A 3 years of the term of the loan, "'**[(b)]""'* ***or thereafter, 

46 (a)"'''' ··unless""" at least 90 days prior to the effective date 

47 of the first such increase, or 30 days prior to the effective date of 

48 any subsequent increase, a written notice has been mailed or 

49 delivered to the borrower that clearly and conspicuously describes 

50 such increase) and .U[(c)]·"" .""" (b)"'''' "unless"" at least 

51 "''''''[90]·'' "'·365"""· days have elapsed without any increase in 

52 the rate. "·[In the event of a decrease in the rate, the restrictions 

52A of this subsection do not apply.]·"" ·"N0 increase during the 

52B entire loan term shall result in an interest rate of more than 6% 
520 per annum over the rate applicable initially, nor shall the rate be 

52D raised more than 3% per annum during any 12-month period.··· 
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53 VVhere the evidence of indebtedness provides for an increase or 

54 decrease in the rate of interest, the provision of subsection (4) of 

55 section 159 of P. L. 1963, c. 144 (C. 17 :12B-159 (4)) requiring that 

56 the amount of any installment shall not be greater or less than any 

57 other installment shall not apply. If the evidence of indebtedness 

58 does provide that the interest rate may be increased then, notwith­

59 standing the provisions of section 163 of P. L. 1963, c. 144 (C. 

60 17 :12B-163), when the unpaid balance owing upon a precomputed 

61 loan is repaid in full or the maturity of the unpaid balance of such 

62 loan is accelerated before the date scheduled for the payment of the 

63 final: installment, the association shall allow a credit on account of the 

64 precomputed interest, calculated according to the actuarial refund 

65 method, **[assuming t1lat]** ,uas if** all paym,ents were made as 

66 scheduled, or if deferred, as deferred; provided, however, that if 

67 the loan is prepaid within 12 months after the first payment ,is due, 

68 an association may charge a prepayment penalty of not more than 

69 U(a)** $20.00 on any loan ~IP to and including $2,000.00**[, 

70 $50.00]** **,. (b) an amount equal to 1% of the loan** on any loan 

71 greater than $2,000.00 and up to and including $5,000.00**;** and 

72 U(cr· $100.00 on any loan exceeding $5,000.00. Effective on the 

73 first day of the twelfth month following the effective date of this act, 

74 notwithstanding the provisions of section 163 of P. L. 1963, c. 144 

75 (C. 17:12B-163), when the ~tnpaid balance owing upon a precom­

76 puted loan is repaid in full or the maturity of the unpaid balance 

77 of such loan is accelerated before the date scheduled for the pay­

78 ment of the final installment, the association shall allow a credit 

79 on account of the precomp~tted interest, calculated according to the 

80 actuarial refund method, U[assuming that]*"" "as ir*' all pay­

81 ments were made as scheduled, or if deferred, as deferred; pro­

82 vided, however, that if the loan is prepaid within 12 months afte1' 

83 the first payment is due, an association may charge a prepayment 

84 penalty of not more than U(ar· $20.00 on any loan up to and in­

85 eluding $2,000.00**[, $50.00]" ..; (b) an amount equal to 1 % of 

86 the loanu on any loan greater than $2,000.00 and up to and includ­

87 ing $5,000.00",.u and U(cr- $100.00 on any loan exceeding 

88 $5,000.00.· In the case of a precomputed loan, the interest may 

89 be computed on the assumption that all scheduled payments will 

90 be made when due, and all scheduled installment payments made on 

91 a precomputed loan may be applied as if they were received on their 

92 scheduled due dates. In the case of nonprecomputed loans, all 

93 installment payments shall be applied no later than the next day, 

94 other than a public holiday, after the date of receipt, and a day 

95 shall be counted as one-three-hundred-sixty-fifth of a year. 
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·'[9.]· ·10.· Section 2 of P. L. 1938, c. 293 (0. 17:13-27) 1S 

amended to read as follows: 

2. Upon executing, recording and filing a certificate of incorpora­

tion as hereinafter provided und upon compliance with the pro­

visions of this act and upon approval of the Commissioner of 

Banking as hereinafter provided, any seven or more natural per­

sons citizens of this State, may become a credit union and shall be 

a corporation by the name set forth in its certificate of incorpora­

tion with the following powers: 

(a) To receive the savings of its members as payments on shares, 

including the right to conduct Christmas accounts, vacation ac­

counts, and other such thrift accounts within the membership; 

(b) To make loans to its members for provident or productive 

purposes; 

(c) To make loans to any other credit union operating under the 

provisions of this act or of the Federal Credit Union Act; provided, 

however, that the aggregate of all loans to other credit unions s]lall 

not exceed 25% of its share liability, and no credit union shall loan 

to any other credit union more than 25% of the share liability of 

such other credit union; 

(d) To invest in or purchase any security in which savings banks 

of this State are authorized by law to invest, including those in­

vestments which are restricted by law to savings banks alone; and 

shares, certificates and accounts of savings and loan associations 

organized under the laws of the State of New Jersey and Federal 

Savings and Loan Associations, provided all such shares, cer­

tificates and accounts are insured by an agency or instrumentality 

of the United States Government, in an amount not to exceed the 

amount of the insurance; provided, that no snch credit union shall 

invest in secnrities not permitted under the terms of this act; and 

provided, that illvestments, other than in loans to members, shall be 

made only from funds not needed for loans to members except when 

the board of directors of any such credit union deems it advisable 

to invest in other securities for the purpose of maintaining the 

liquidity of such credit union or maintaining a proper balance in 

its investment portfolio; 

.( e) [To] Notwithstanding the p'rovisions of R. S. 31 :1-1 or any 

other law to the cont'fary, to charge, contract for and receive inter­

est on loans at a rate [not to exceed 1%per month] or 'fates agreed 

to by the credit 'Union and the member; and such interest shall not 

be payable in advauee, or compounded, and shall be computed on 

unpaid balances; provided, that no further or other charge or 

amount whatsoever for examination, service, brokerage, commis­
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44 sion or otherwise shall he directly or indirectly charged, contracted 

45 for or received on loans, in addition to the interest herein provided 

4G for, except the lawful fees, if any, actually and necessarily paid 

47 out on any such transaction to any public officer for filing or record­

48 in,!; or releasing in any puhlic office any instrument securing the 

49 loan, 'which fees may be collected when the loan is made, or at any 

GO time thereafter, and except on actual sale of the security in fore­

51 closure proceedings or upon entry of judgment; and attorneys' 

52 fees not to exceed 20% but with a minimum fee of $10.00, may be 

53 D.'ldecl to the principal amount of any loan of any such credit union 

54 resolved into judgment or placed in the hands of any attorney for 

55 collection after default thereon and such addition to the principal 

5G amount shall he collectible in any court of competent jurisdiction 

57 in adLlition to the court costs; 

58 (f) rIo deposit its funds in national banks, banks, savmgs and 

5D loan associations orga-:.lized under the laws of the State of New 

60 Jersey and Federal savings and loan associations, or savings 

61 ballks of this State, central funds of credit unions or central credit 

62 unions organized under the laws of this State or of the Federal 

63 Governmeut ; 

64 (g) To have and exercise all the powers of corporations orga­

65 nizcd uuder Title 14A of the New Jersey Statutes not inconsistent 

66 with this act; 

67 (h) rl'o act as the fiscal agent for the Federal Government, the 

68 State of Now J ersoy, or any of the subdivisions thereof; 

69 (i) To sell to members negotiable checks, drafts, money orders 

70 and trayelers chec1;:s, for a reasonable fee, and to cash checks and 

71 money orders for members, for a reasonable fee; but credit unions 

72 operating under the provisions of this act nre not required to be 

73 licensed under the provisions of P. L. 1931, c. 187 (C. 17 :15A-1 

74 pt seq.) and P. J.. 1064" c. 273 (C. 17 :l!)B-l et seq.) : 

75 (j) To purchase land and building for the purpose of providing 

76 adequate facilities for the transaction of its business at a cost not 

77 to exceed 50% of the amount of its reserves, with the prior approval 

78 of the ComIlli ssionel' of Banking; 

79 (k) r.l'he Department of Banking of the State of New Jersey, or 

80 what every agency may in the future be charged with the operation 

81 of State chartered credit unions, shall have the power in relation 

82 to loans or investments authorized under this act, to promulgate 

83 rules and regulations in substantial cOllformity with similar rules 

84: and regulations under the Federal Credit Union Act and under the 

85 regulations promulgated by the administrator of the National 

8G Credit Union Association. 
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1 ·11. Section 17 of P. L. 1938, c. 293 (C. 17 :13-42) is amended to 

2 read as follows: 

3 17. Loans to members of any such credit union shall be subject to 

4 the following conditions: 

5 (a) All member loans shall be evidenced by note. Loans may be 

6 made to members for provident or productive purposes and upon 

7 such security and terms as the bylaws may provide and the credit 

8 committee shall approve at rates of int(~rest not to exceed [1% per 

9 month on the unpaid balances] the rate permitted by subsection 

10 "[(c)]** U(er* of section 2 of P. L.1938, c. 293 **[(0.17:13-27 

11 (c) )]U U(O. 17:13-27er*, such rate to include the credit 

12 union's total income on a loan. The note may pro1:ide for an in­

13 C1'ease, or may provide for a decrease, or both, in the rate of intc1'est 

14 applicable to the loan. *uN 0 increase d~tring the entire loan term 

14A shall result in an interest rate of more than 6Cj'o per annum over 

14B the rate applicable initially, nor shall the rate be raised more than 

140 3% per annum during any 12-month period. The lender shall not 

14D be obligated to decrease the interest rate more than 6% over the 

14E term of the loan, nor more than 3% per annum during any 12-month 

14F period. If a rate increase is applied to the loan, the lender shall 

14G also be obligated to adopt and implement uniform standards for 

14H decreasing the rate.*** uIf the note provides for the possibility 

15 of an increase or decrease, or both, in the rate, that fact shall be 

16 clearly described in plain language, in at least 8-point bold face 

17 type on the face of the note.*'" "'*[In the event that there 'is an in­

18 crease in the rate, no such] U **No rate U increase shall take effect 

19 **[unless (a) the increased rate is not effective]** *",*[U(ar*]*** 

20 during the first 3 years of the term of the loan, ***[(b)]*U ***or 

21 thereafter, (ar" uunlessu at least 90 days p1'ior to the effective 

22 date of the first such increase, or 30 days prior to the effective date 

22A of any subsequent increase, a written notice has been mailed or 

22B delivered to the borrower that clearly and conspicuously describes 

220 such increase, and ***[(c)]*** ***(b)*** **unless** at least 

22D ***[90]*u *"'*365*** days have elapsed without any increase in 

22E the rate. ***[In the event of a decrease in the rate, the restrictions 

22F of this subsection do not apply.]*** u*N 0 increase during the 

22G entire loan term shall result in an interest rate of more than 6% 
22H per annum over the rate applicable initially, nor shall the rate be 

221 raised more than 3% per annum during any 12-month period.*** 

23 (h) Applications for loans shall be made on forms prescribed by 

24 the credit committee, which shall set forth the purpose for which 

25 the loan is desired, the security, jf any, offered, and such other data 
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26 as may be required. Every loan shall be evidenced by a written 

27 instrument. 

28 (c) No loan shall be made to any member which causes such 

29 member to become indebted to the credit union in an aggregate 

30 amount, upon loans made to such member which is in excess of 

31 $250.00 or 5% of the credit union's shares and reserves, whichever 

32 is greater, and no loan shall be made to any member which would 

33 exceed 2lhro of the credit union's shares and reserves, or $3,500.00, 

34 whichever is less, unless such excess over 2lh % or $3,500.00 is 

35 adequately secured. In addition to generally accepted types of 

36 security, the endorsement of a note by a comaker or assignment of 

37 shares or of wages, in manner consistent with the laws of this State, 

38 shall be deemed security within the meaning of this act. The 

39 adequacy of all securities shall be within the determination of the 

40 credit committee or loan ofiicer subject to the provisions of this act 

41 and of the credit union's bylaws. 

42 (d) No loan shall be made to a director, officer or member of the 

43 credit committee which exceeds the amount of his shares unless the 

44 loan shall have been approved by a majority vote of a joint meet­

45 ing at which a majority of the members of the credIt committee and 

46 a majority of the members of the board of directors are present. 

47 No director or member of the credit or examining conmlittee may 

48 endorse for borrowers from the credit union. 

49 (e) A member may receive a loan in one sum, or in fixed install­

50 ments and may pay the whole or any part of the loan on any day 

51 on which the office of the credit union is open for business.· 

1 ·[10.]* *12.* Section 1 of P. L. 1961, c. 95 (C. 17 :16C-40.1) IS 

2 amended to read as follows: 

3 1. A sales finance company licensed under the provisions of the 

4 "Retail Installment Sales Act" of 1960 (P. L. 1960, c. 40), as 

5 amended and supplemented, or any act replacing or succeeding 

6 thereto which regulates "retail installment sales," may loan to 

7 anyone person any sum of money up to a maximum of $10,000.00 

8 secured by a pnrchase money security interest to finance the pur­

9 chase of a passenger motor vehicle not intended to he used for 

10 the transportation of passengers for hire or upon a contract basis. 

11 The principal amount of such loan may be repaid in not more 

12 than 48 substantially equal monthly installments. [The] Notwith­

13 standi'ng the provisions of R. S. 31 :1-1 or any other law to the 

14 contrary, the sales finance company may charge interest at a rate 

15 [not exceeding $8.00 per $100.00 per year] 01' rates afJ1'eed to by 

16 the sales finance company and the bon·ower. Such interest shall 

17 be computed on the full amount of such loan for the period from 
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18 the maldng of the loan to the date of maturity of the final install­

19 ment, and shall be added to the principal amount of the loan. For 

20 the purpose of this act, a purchase money security interest is 

21 hereby defined to be a security interest taken by a sales finance 

22 company, pursuant to the provisions of chapter 9 of Title 12A 

23 of the New Jersey Statutes, in connection with and as security for 

24 an advance of money on behalf of a retail buyer of a motor vehicle 

25 of the motor vehicle dealer in payment of the unpaid balance of 

26 the cash price. 

27 *Effective on the first day of the twelfth month following the 

28 effective date of this act, when the unpaid balance owing upon a 

29 precomp~lted loan is repaid in full or the maturity of the unpaid 

30 balance of such loan is accelerated before the date scheduled for 

31 the payment of the final installment, the association shall allow a 

32 cred'it on account of the precomputed interest, calculated accord'ing 

33 to the actuarial refund method, *'*[assuming that]** **as ,ir* all 

34 payn/'ents were made as scheduled, or if deferred, as deferred; pro­

35 vided, however, that if the loan is prepaid within 12 months after 

36 the first payment is due, an association may charge a prepayment 

37 penalty of not more than ""*(a)""* $20.00 on any loan up to and in­

38 eluding $2,000.00**[, $50.00]""* **; (b) an amount equal to 1% of 

39 the loan** on any loan greater than $2,000.00 and up to and in­

40 eluding $5,000.00**;** and **(c)** $100.00 on any loan exceeding 

4,1 $5,000.00.* 

1 *[11.]* *13.* Section 41 of P. L. 1960, c. 40 (C. 17:16C-41) IS 

2 amended to read as follows: 

3 41. A retail seller and a motor vehicle installment seller, under 

4 the provisions of this act, shall have authority to charge, contract 

5 for, receive or collect a time price differential as defined in this act, 

6 on any retail installment contract evidencing the sale of goods or 

7 services [which shall not exceed the rates for the respective classi­

8 fications as follows: 

9 Class I. New motor vehicles, an amount not to exceed $9.00 per 

10 $100.00 per year; 

11 Class II. Used motor vehicles of a model designated by the 

12 manufacturer by a year not more than 2 years prior to the year 

13 in which the sale is made, an amount not to exceed $11.00 per 

14 $100.00 per year; 

15 Class III. Older used motor vehicles of a model designated by the 

16 manufacturer by a year more than 2 years prior to the year in 

17 which the sale is made, an amount not to exceed $13.00 per $100.00 

18 per year; 
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19 Class IV. On all other goods or services, an amount not to exceed 

20 $10.00 per $100.00 per year] in an amount or amounts as agreed to 

21 by the retail seller or motor vehicle installment seller and the buyer 

22 on rnotor vehicles and on all other goods or services. 

23 ·The retail installment contract may provide for an increase, or 

24 may provide for a decrease, or both, in the time price differential 

25 applicable to the contract. ...N a increase during the entire loan 

25A term shall result in an interest rate of more than 6% per annum 

25B over the rate applicable initially, nor shall the rate be raised more 

25c than 3% per annum during any 12-month period. The lender shall 

25D not be obligated to decrease the interest rate more than 6% over 

25E the term of the loan, nor more than 3% per annum during any 

25F 12-month period. If a rate increase is applied to the loan, the lender 

25G shall also be obligated to adopt and implement uniform standards 

25H for decreasing the rate.·" "'*If the contract provides for the possi­

26 bility of an increase o'r decrease, or both, in the Tate, that fact shall 

27 be clearly described in plain language, in at least 8-point bold face 

28 type on the face of the cOidmd.';* ;/.'::11n the everd that there is an 

29 inc1'ease, no such]" "No rate*"" increase shall take effect U[un_ 

30 less (a) the increased rate is not effective]"" u·[«,·(a)"]"· dur­

31 ing the first 3 years of the term of the contract, *"'*[(b)]*u ·""or 

32 thereafter, (a)*" "unless" at least 90 days prior to the effective 

32A date of the first such increase, or 30 days prior to the effeetive date 

32B of any subsequent increase, a written notice has been mailed or 

32c delivered to the retail buyer that clearly and conspicuously de­

32D scribes such increase, and ...[(c)]*u ... (b)*" """'unless** at least 

32E ·"[90]·" ·"365·" days have elapsed without any increase. 

32F ·**[In the event of a decrease the restrictions of this subsection do 

32G not apply.]""" "·No increase during the entire contract term shall 

32H result in an interest rate of more than 6% per annum over the rate 

32r applicable initially, nor shall the rate be raised more than 3% 

33 per annum during any 12-month period."''' **[If the the retail 

34 installment contract does provide that the time price differ­

35 ential may be increased then, notwithstanding the provisions of 

36 section 43 of P. L. 1960, c. ·jO (C. 17:160-43), when the unpaid 

37 balance owing t~pon a contmct is paid in fttll or the maturity of the 

38 unpaid balance of S1,lch contract is accelemted before the date 

39 schedttled for the payment of the final installment, the holder of the 

40 contr'act shall allow a cr'edit on accmtnt of the precomputed tim.e 

41 price diffe·rential, calc1tlated according to the actuarial refund 

42 method,. pTovided however, that if the contmct is prepaid within 

43 12 months after the first payment is due, a holder may charge a pre­
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45 including $2,000.00, $50.00 on any contract l]reater than $2,000.00 

46 and Hp to and including $.5,000.00 and $100.00 on any contract 

47 exceeding $5,000.00.]"· 

48 If the retail installment contract does provide that the ti'me price 

49 differential may be increased then, notw'ithstanding the provisions 

50 of section 43 of P. L. 1960, c. 40 (C. 17 :16C-43), when the unpaid 

51 balance owing upon a contract is paid in full or the maturity of the 

52 unpaid balance of such contract is accelerated before the date 

53 scheduled for the payment of the final installment, the holder of the 

54 contract shall allow a credit on account of the precomp'Ltted time 

55 price dib'erential calculated according to the actuarial ref'Ltnd 

56 'method, *''''[as81t'rnin,q that]** **a8if*'~ all lJaynwrds were rnade 

57 as scheduled, or if deferred, as deferred; provided, however, that 

58 if the contract is prepaid within 12 months after the first payment 

59 is d'Lle, a holder may charge a prepayment penalty of not more than 

60 U(a)** $20.00 on any contract up to and including $2,000.00**[, 

61 $50.00]'" u; (b) an amount equal to 1% of the loanu on any con­

62 tract greater than $2,000.00 and up to and including $5,000.00**;u 

63 and U(c)U $100.00 on any contract exceeding $5,000.00. Effective 

64 on the first day of the twelfth month following the effective date 

65 of this act, if the retail installment contract does provide for a time 

66 price different'ial, then, notwithstanding the provisions of section 

67 43 of P. £.1960, c. 40 (C. 17:16C-43), when the unpaid balance owing 

68 UpO'lL a contract is paid in full or the maturity of the unpaid balance 

69 of such contract is accelerated before the date scheduled for the pay­

70 ment of the finalinsfallment, the holder of the contract shall allow 

71 a credit on account of the precomp'Ltted time pTice differential 

72 calculated according to the actuarial refund 1nethod, U[assuming 

73 thatl** **'as il** all payments were made as scheduled, or if de­

74 fen'ed, as defen'ed; pl'ovided, howeveT, that if the contract is pre­

75 paid within 12 months after the fil'st payment is due, a holder may 

76 charge a prepay1!1cnt pena!ty of not more than ** (a) jl<~ $20.00 on any 

77 contract up to and including $2,000.00 H'[and $50.00]** u; (b) an 

78 amount equal to 1% of the loan"'* on any contmct greater than 

78A $2,000.00 and 'Llp to and including $5,000.00**[,]** **;** and **(c) u 

78B $100.00 on any contract exceeding $5,000.00.· 

79 rrhe time price differential shall be computed on the amount of the 

80 pl'incipal balance as determined in section 27 (f), from the date 

81 of the contract to the due date of the final installment, notwith­

82 standing the fact that the contract is to be repaid in installments. 

83 If the time price differential so computed is less than $12.00, and 

84 if the due dat(~ of the last insta1lll1(mt of the contract is more than 
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85 S months after the date of the contract, a charge of not more than 

86 $12.00 may be made iIi lieu of the time price differential. If the 

87 time price differential so computed is less than $10.00, and if the 

88 due date of the last installment of the contract is 8 months or less 

89 after the date of Call tract, a charge of not more than $10.00 may he 

90 made in lieu of the time price differential. 

1 ·[12.]* ""14.* Section 17 of P. L. 1971, c. 409 (0.17:160-44.1) IS 

2 amended to read as follows: 

3 17. (a) [Except as provided in subsection (d) of this section, a] 

4 *[A]* '* N otwi.thstanding any other law to the contrary, a· retail 

5 seller, sales finance c'olllpany, banking institution or othe'l" holder 

6 Illay charge, receive and collect a time price differential in each 

6A Lilling period all obligatiom; incurred pursuallt to any retail 

7 charge account, which shall be determined as specified in the terms 

8 of the account, subj0d to the limitations provided herein. Such 

9 time price differential for each monthly billing period shall not 

10 exceed the amount resulting from applying the periodic rates 

11 provided herein to the greater of the following amonnts (including 

12 unpaid time price difIerential::;) : 

13 (i) The average daily balance of the account for snch billing 

14 period, or 

15 (ii) The balance of the account at the beginning or end of such 

16 billing period. 

17 The periodic rate or rates shall not exceed [1V:! '/0 on the first 

18 $700.00 of any of the above amounts and 1% on tl le excess 

19 thereof] an amount (lgreed to by the retail seller, sales finance 

20 company, banking institution, or other holder and the retail 

21 buyer. 

21A *The te'rms of the retail charge account rnay provide that the time 

21B price differential may be increased or may be decreased or both 

210 from time to time l))'ovided, however, that no 'increase shall be efJec­

21n tive unless: (1J at least 90 days prior to the effective date of the 

21E first such increase, or 80 days prior to the effective date of any 

21F 81bbse'luent increase, a written notice has been mailed or delivered 

210 to the retail buyer that clearly and conspicuously describes such 

21:a change and the indebtedness to u:hichit applies and states that the 

211 incurrence by the retail buye-r or another person author'ized by him 

21J of any f'urtherilldebtedness 'under the plan to which the agreement 

21H r'clatrs on or afte',. the effective date of the increase specified in the 

21L noticc shall c:onstihde acceptance of the increase and (b) either the 

21M retail buycr a,qH'CS in u.~ritin.rJ to thc iner"ease or the r"etail In!Jjcr or 

21N another person authorized by him incuTs such further indebtedness 
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210 on or afte1" the effective date of the increase stated in ih,e notice. 

21p The provisions of this paragraph permitting an increase in the 

21Q time l)ric(' differfutial shall not apIJly in the case of an a.Qrcement 

21l'.l~hich expressly prohibits changin/J of tJ!I~ tim.e pri('e di/ferrelltial Dr 

21s which provides limitations on changing of the time pri.ce differential 

21T which are more u'strictive than the 1wlui'remcnts of this para­

21u graph.* "'''·1f the tenns of the retail charge account provide for the 

21v possibi.lity of an increase or decreasc, or both, in the time price 

21w dif(erential, that fcrt sha!llJe dearly d('sc'ribed 'in plain language, in 

21x at least 8-1JOint bord face type on the face of the l.uritten notice. U 

22 Notwithstanding the foregoing limitation, if tlle terms of the 

23 account so provide, the tlml' price differential may he cOIfl}iUte(l on 

24 the meuian allJount within a specified range. Such time price differ­

25 ential for each monthly billing period shall not exceed the amount 

26 resulting from applying the respective periodic rates specified 

27 above to the median amount within the specified range in whic11 the 

28 greater of the amOU1!ts specified in (i) and (ii) is included; pro­

29 vided, subject to the elassifieatioHs and differentiations as may 

30 reasonably be establisLed by tIle retail "eller, sales financB company, 

31 banking institution or vther holder, the same time price differential 

32 is cha rgeu on all balances within the specifird range and provided 

33 further that the tiUle price differential determined by applying the 

34 respedive periodic rates specified above to the mellian amount 

35 within tLe range does not exceed by more than 8%, the amount of 

36 the time price differential detnmined by applying tlJe respective 

37 periodic rates specified above to the lowest amount in tile range. 

38 (b) If the billing period is not montldy, the maximum periodic 

39 rate sLall be that rate which bears the same relation to the respec­

40 tive periodic rates per month specified above as the number of days 

41 in tlJe billiug period bears to 30. 

42 (e) Notwithstanding Ule liIllitation provided in (a) abo\'e, for 

43 any lllontllly billing prriod ill which a time price differential may be 

44 charged pursuant to the terms of the account a minimum time price 

45 differential of not lljOl'e than ~~O.30 may be charged; if tLe billing 

46 period is not lllOnthl,", a lllillilllUlll time price differential Dlay lJe 

47 charged ill tiUl;1J alllOllll1 which huars the Rume relation to $0.50 as 

48 the Jlull1ber of days in the billing period bears to 30, 

49 [l\ot"withstandillg the proviiSions of this section, the time price 

50 differential whicL a Lanking institution sball be entitled to charge, 

51 collect or recei"e in each billing period on obligations incnrred pur­

52 suant to a retail charge account entered into between such banking 

53 institution amI a retail buver shall not exceed 114 9"'0 on the first 



.'.' , 

54 $700 of the amounts in (a) (i) and (ii) of this section and 1% on the 

55 excess thereof.] 

1 *[13.]* *15.* Section 8 of P. L. 1960, c. 41 (C. 17:16C-69) ]s 

2 amended as fo11o\vs: 

3 A. home repair contractor may impose and receive a credit service 

4 charge [not exceeding 1G~~ per annum] in amount or anwunts 

5 agreed to by the h01ne 1"erair contractor and the owner on the 

6 amount owing on the unpaid principal balance of the contract[, or 

7 $12.00, wllichever is greater, except that the commissioner may, 

8 by regulation provide that the credit service charge which may 

9 be contracted for and received shaH be more than 12% per annum, 

10 but not more than 18% per annum as shall be established by such 

11 regulation. In adopting regulations pursuant to this section, the 

12 commissioner shall consid.er the general state of the economy, 

13 the discount rates prescribed by the Federal Reserve Bank of N'ew 

14 York and the Federal Resen"e Bank of Philadelphia, the availability 

15 of funds for loans, studies and statistics published by tho Federal 

16 Reserve Bank system and other agencies of the United States and of 

17 this State, and such other factors and bases for determination as 

18 the commissioner and the board may deem pertinent. Tlle charge 

19 established by any such regulation shall reasonably reflect prevail­

20 ing market conditions, regionally and nationally, based upon the 

21 studies, statistics and factors considered, and shall remain in 

22 force until the regulation is rescinded or the rate is increased 

23 or decreased by a subsequent regulation, Regulation shall have 

24 prospective effect only]. Tbis section shall not limit or restrict 

25 the manner of contracting for the credit service charge: whether 

26 by way of add-on, discount or otherwise, so long as the charge 

27 does not exceed that permitted by this section. In the case of a 

28 precomputed contract, the charge may be computed on the as­

29 sumption that all scheduled payments will be made ,vhell due, and 

30 all scheduled installment payments made on a precomputed con­

31 tract may be applied as if they were received on their scheduled 

32 due dates. In the case of nonprecomputed loans, all installment 

33 payments shall be applied no later than tbe next day, otlJer than a 

34 public holiday, after tIle date of receipt, and a day shall be counted 

35 as 1/365 of a year. 

36 *Effective on the fwst day of the twelfth month following the 

37 eD'ective date of this act, notwithstanding the provisions of section 

38 73 of P. L. 1960, c. 41 (C. 17:160-73), when the 1tnpaid balance 

39 owing 1ipon a contract is l]aidin f1lll or the maturity of the unpaid 

40 balance of such contract is accelerated, before the date scheduled 
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41 for the payment of the final installment, the holde?' of the contract 

42 shall allow a credit 011 account of the credit service charge, calCit·· 

4:3 lated according to the actuar-ial refund method, **[assumil1g 

44 that]U u as ir'''''" all payments 'were made as scheduled, or if de­

46 fer·rcd, as dC!r'1Tedj p.'·ovided, however, that if the contmct is p1'e­

46 paid within 1.8 months after the first payment is dite, a holder may 

47 charge a prcp~iyment l}('Jwlty of not more than *~'(a)** $20.00 on 

48 allY contmct up to and ii;dllding $2,000.00**[, $50.00r~' *'it,. (b) an 

49 amoul'f equal to 1% of the loan** on any contract greater than 

50 $2,000.00 and 1!p to alld indudi·ng $5,000.00** ,.** and **(c)** $100.00 

50A on any contract wracdin.f] $5,000.00.* 

1 *[14.]'1< *16.* Section 10 of P. L. 1968, c. 221 (C. 17:16D-IO) IS 

2 amended to read as follo\ys: 

3 10. Maximum finance charge. A premium finance company shall 

4 not charge, contract for, receivf', 01' collect a finance charge otlwr 

5 than as permitted by this act. 

6 rrhe finance charg€' shall be computed, using the actuarial method 

7 on the balance of the premiums due (after subtracting- the down 

8 payment made by the insured in accordance with the premiwll 

9 finance agreement) from tlle effective date of the insurance cover­

10 age, for which the premiullls are being advanced, to and including 

11 the date when t]l(' final installment of the premium finance agree­

12 ment is payable. 

13 [The] N otv.;ithstanding the prOVlswns of R. 8. 31 :1-1 or any 

14 other law to the contmry, the t1nance charge shall be eompnted at a 

15 [maximum] rate [of 1270 per anllum] at" rates ag·reed to by the 

16 premium finance company and theinstwed plus an additional charge 

17 of $12.00 per premilIDl finance agreement which additional charge 

18 need not be refunded upon prepayment. However, any insured 

19 may prepay his premililll finance agreement in full at any time 

20 before due date of the final ill::ltallment and in such event the un­

21 earned finance charge shall be refunded. ***[rrhe amount of any 

22 such refund shall be calculated in accordance with the rule COID­

23 monly known as the "Rule of 78" and shall represent at least as 

24 great a proportion of the finance charge, if any, as the sum of the 

25 periodic balances after the month in which prepayment is made 

26 bears to the sum of all periodic balances under the schedule of 

27 installments in the agreement.]u* 

27A *Bffective on the first day of the tU'rlfth month following the 

27n effective date of this act, when the unpaid balance of a prem-ium 

27c finance agreement is paid in full, or the maturity of the unpaid 

27D balance of each agreement is accelerated before the date schedttled 
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27E for the payment of the final installment, the holder of the agreement 

27I!' shall allow a credit on account of the finance charge, calculated 

27G according to the actua'"ial ,'efund method, U[assHtning that]** 

27H *'~ns if*· allZJaynw'lIts u'ere made as schpduled, or if deferred, as 

271 deferred; pro'vided, hmccver, that if the contract is prepaid within 

27J 12 months afte',. the first payment is due, a holder may charge a 

27K prepayment penalty 0/ not more than U(a)** $20.00 on any 

27L contract lip to and including $2,000.00**[, $50.00]** **; (b) an 

27M amount equal to F/o of the loan u on any contract greater than 

27N $2,000.00 and up to and including $5,000.00** ;'~* and U(c)** 

270 $100.00 on any contract exceeding $5,000.00.· 

28 [The Conmlissioner of Banking may by regll1ation adopted, 

29 amended and re8cinded from time to time, provide that th(~ finance 

30 charge which may be charged, contracted for, received or collected 

31 shall be more than 12% per anllum but not more than 18% per 

32 annum, as shall be prescribed in such regulation. In making, 

33 amending and rescinding regulations pursuant to the preceding 

34 provision, the Commissioner of Banking shall consider the general 

35 state of the economy, the discount rates prescribed by the Federal 

36 Heserve Bank of New York and the Federal Reserve Bank of 

37 Philadelphia, the availability of funds for loans and such other 

38 factors and bases for determination as the commissioner may deem 

39 pertiIlfmt. The rate established hy allY fluch regulation shall reaSOll­

40 ably reflect prevailillg market conditions, regionally and nationally, 

41 based upon studies, statistics and factors considered, and shall 

42 remain in force until such time as such regulation is rescinded or 

43 such rate is increased or decreased lly a subsequent regulatioll. Any 

44 such regulation shall have prospective effect only.] 

1 ""[15.]* *17.- H. S. 31 :1-1 is amended to read as follows: 

2 31 :1-1. (a) Except as herein and otherwise provided by law, no 

3 person shall, upon contract, take, directly or indirectly for loan of 

4 any money, 'iv:ues, lllel'chanc1ise, goods and chattels, above the value 

5 of $6.00 for the forebearance of $100.00 for a year, or when 

6 there is a written contract specifying a rate of interest, no person 

7 shall take above the value of $16.00 for the forbem'ance of $100.00 

8 for a year. 

9 (b) [The] Notwithstanding the limitations of subsection (a) of 

10 this section, the Commissioner of Banking may by regulations 

11 adopted, amended and rescinded from time to time, provide that the 

12 value which may be taken for any [such loans] loan secured by a 

13 first lien on real property as described in paragraph (1) of this sub­

14 section shall be a yulue more than $6.00 but not more than the 
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15 }'Tontbly Index of Long Term United States Government Bond 

16 Yields, compjIed by the Board of Governors of the Federal Reserve 

17 S:ystem and as published by said Board of Governors in the monthly 

18 Federal Reserve Bulletin, for the second preceding calendar month 

19 plus an additional 8% per annum rounded off to the nearest quarter 

20 of 1% per annum. vVithin the limits as provided by this subsection, 

21 and if he finds it to be in the best interests of the citizens and econ­

2lA omy of this State, the commissioner may establish: 

22 (1) A rate of interest on loans seemed by a first lien on real 

23 property on which there is erected or to be erected a structure 

24 containing 0118, two, three, foul', five or six dwelling units, a portion 

25 of which structure may be used for nonresidential purposes. The 

26 commissioner may establish different rates for snch loans based 

27 upon the ratio of the loan to the appraised value of the r('al prop­

28 efty. ,Yith respect to loans covered by this subsection, the C0111­

29 l11ission(~r may by regulation provide that any mortgage c0111mit­

30 ment outstandinp; as of the date of an increase in the rate set by 

;n the commissioner shaH he extended from that date for a period not 

32 to ~xceed 60 days, provided that such extension sha]] not apply to 

83 any commitment which expires beyond the extension period so 

34 established. 

35 (2) [A rate of interest on a1110an8 not included within paragraph 

36 (1) of this subsection, except as otherwise provided by law.] 

37 If for any reason no such index of long term bonds is compiled 

38 or published for any 1 or more months, the commissioner shall 

39 determine and publish such an index based upon available statistics. 

40 In the case of a loan secured by a first lien OIl real property [as 

41 described in subsection (1) of this section] made under the pro­

42 visions of paragraph (1) of this .mosection, beginning in the cal­

43 endar year following the date of the mortgage loan, and annually 

44 thereafter, the mortgagee shall notify the mortgagor of the interest 

45 rate ceilings established by the commissioner as of the fifteenth day 

46 of the month preceding. 'Sueh notification shall be given at the 

,17 same time as the mortgagee gives notice to the mortgagor for 

48 :B-'ederal Income Tax purposes of the interest paid on the loan III 

49 the preceding calendar year. 

50 (c) vVhen, however, pursuant to any such contract, interest or 

51 discount is taken or reserved for a period of less than 1 year, or 

52 when interest is required to be paid at intervals of less than 1 year 

53 such interest or discount may be computed on a daily basis, or on a 

54 mont.hly basis, or on a combination of both such bases when the 

55 period for which interest or discount is taken or reserved contains 

56 1 or more months and 1 or more days; and, in any such ease, a day 
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57 shall be deemed to be a 1/3GO part of a year, and a month shall 

58 be deemed to be a 1/12 part of a year, regardless of the number of 

59 days contained in such month. Any computation of interest or 

60 discount made on any such basis shall constitute a compliance with 

61 this section, and any such basis may be applied regardless whether 

62 the principal debt is payable in more than or less than 1 year from 

63 the time of making the loan. 

64 (d) In making, amending and rescinding regulations pursuant 

135 to subsection (b) of this section, the Commissioner of Banking 

(lG shall consider the general state of the economy, the discount rates 

G7 prescribed hy the Federal Reserve Bank of New York and the 

G8 J:I-'ederal Reserve Bank of Philadelphia, the advance rate as pres­

m ('ri1>8d b~T the Federal Home Loan Bank of New York. the avail­

70 ability of funds for loans, studies and statistics published by the 

71 Federal Home Loan Bank Board and other agencies of the United 

72 States and of thil5 State, and such other factors and bases for 

73 determination as the commissioner may deem pertinent. The rate 

74 established by allY S11('h regulations shall reasonably reflect pre­

7,) vailing market conditions, regionally and nationally, based upon 

76 the studies, statistics and factors considered, and shall remain 

77 in force until such time as such regulation is re8cinded or such 

78 rate is increased or decreased by a subsequent regulation. Any 

79 such regulation shall have prospective effect only[, and any rate 

80 estaulished in excess of 8% shall apply only to loans secured by real 

81 estate on which there is erected or to be erected a structure contain­

81A ing one, two, three, four, five or six dwelling units, a portion of 

82 ""hich structure may also be used for nonresidential purposes]. 

83 (e) Notwithstanding the provisions of paragraph (a) or (b) of 

84 this section, contracts for the following classes or types of loans 

85 may provide for any rate of interest which the parties agree upon, 

8G and interest at any such rate may be taken, notwithstanding that 

87 it exceeds a rate limited by paragraph (a) or (b) of this section: 

88 (1) Loans in the amount of $50,000.00 or more, except loans 

89 where the security given is a first lien on real property on which 

90 tlten.\ is erected or to be erected a structure eontaining one, two, 

91 three, four, five or six dwelling units, a portion of which structure 

92 may be used for nonresidential purposes. The rate of interest 

9~~ stated in such contract upon the origination of such loans may be 

94 taken notwithstanding that payments thereon reduce the amount 

95 outstanding to less than $50,000.00; 

96 (2) Loans or advances of credit made by savings and loan 

97 association, banking institutions, or any Department of Housing 
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98 and Urban Affairs or Federal Housing Administration approved 

99 mortgagees which are subsequently purchased, in whole or in part, 

100 by the Federal Housing Administration, Veterans Administration, 

101 Farmers Home Administration, Federal National Mortgage As­

102 sociation, Government National Mortgage Association, Federal 

103 Home Loan Mortgage Corporation, and any successor thereof or 

104 by any organization authorized by the Emergency Home Finance 

105 Act of 1970 to purchase such loans or by any State or Federal 

106 governmental or quasi-governmental organizations. 

107 If such loan is not purchased within 395 days from the date the 

108 loan instruments are executed, the maxinlUm rate of interest which 

109 may be charged on such loan shall not be in excess of that autho­

110 rized by the commissioner under the provisions of this section and 

111 such rate of interest, if in excess of that rate, shall be reduced to 

112 the rate in effect at the date of the execution of the loan instru.­

113 ments. No such reduction shall change the maturity date of the 

114 loan without the written consent of the borrower nor shall such 

115 reduction affect the lien of the mortgage which secures the loan. 

116 (f) Any provision in a mortgage commitment contracted prior to 

117 the effective date of this act providing for an increase in interest 

118 rates to be charged based on the highest lawful interest rate shall 

119 be null and void. 

120 (g ) Notwithstanding any other provisions of this section, if the 

121 applicable rate prescribed in this subsection exceeds the rate a 

122 person would be permitted to charge in the absence of this subsec­

123 tion, the rate of interest which may be taken on a loan for a business 

124 or agricultural purpose in the amount of $1,000.00 or more may not 

125 exceed 5% in excess of the discount rate, including any surcharge 

126 the1"eon, or any 90-day commercial paper in effect at the Federal 

127 Reserve Bank of New York on the day when such loan is made. 

1 ·[16.]- -18.- The Commissioner of Banking shall monitor the 

2 interest rates being charged on the loans affected by -[this act]­

3 _P. L . .... , c. .... (now pending before the Legislature as Senate 

4 Bill No. 3005 of 1981r and shall report to the Legislature no later 

5 than 9 months after the enactment of this -[legislation]* -act, and 

6 annually thereafter- whether or not the elimination of statutory 

7 interest rate ceilings as provided herein shall continue or whether 

7A or not, with respect to individual types of loans affected by -[this 

7B act]- •P. L. . .. , c. .... (now pending before the Legislature as 

70 Senate Bill No. 3005 of 1981r, interest rate ceilings shall be 

7D reimposed. 

8 In making his recommendation, the commissioner shall consider 

9 whether: a. a substantial degree of competition exists among len­
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10 ders with respect to the making of the loans; b. the interest rates 

11 being charged on the loans reasonably reflect market conditions; 

12 and c. the elimination of the interest rate ceilings has served to 

13 increase the availability of consumer loans in this State. 

1 ···19. P. L. 1968, c. 54 (C. 46:10B-1 et seq.) is supplemented to 

2 read as follows: 

3 Discount points paid by the buyer or seller in connection with a 

4 mortgage loan on a one-to-six family dwelling, occupied or to be 

5 occupied by the owner shall be deemed to be interest charged on 

6 the loan. For the purposes of this section, "discount point" shall 

7 mean an amount of money equal to 1% of the principal amount of 

8 the loan and payable at closing.. u 

1 ·[17.]· ···e19.*]U. ···20.U. This act shall take effect 

2 immediately, 
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111 such rate of interest, if in excess of that rate, shall be reduced to 

112 the ratE' in effect at the date of the execution of the loan instru­

113 ments, No such rednc1ion shall change the maturity date of the 

114 loan ,VitllOut the writtell consent of the borro\ycr nor shall such 

115 reductioll affect the lien of the mortgage which secures the loan. 

116 (f) Any provision in a mortgage commitment contracted prior to 

117 the effective date of this act providing for an increase in interest 

118 rates to he charged based on the highest lawful interest rate shall 

119 be null and void. 

120 (g) Notwithstanding a'tty other provisions of this section, if the 

121 applicable rate prescribed in this subsection exceeds the rate a 

122 person wo'uld be perlJ/dted to charge in the absence of this subsec­

123 tion, the rate of inter'est which may be taken on a loan for a business 

124 or ag'i'ic1lltural pUl'posein the amount of $1,000.00 or mar'e may not 

125 exceed So;oin excess of the discount r'ate, including any surcharge 

126 thereon, 01' any 90-day conw/,er'cial paper'in effect at the Federal 

127 Reserve Bank of New Y Mk on the day when such loan is made. 

1 16. The Commissioner of Banking shall monitor the interest 

2 rates being charged on the loans affected by this act and shall 

3 report to the LegiSlature no later than 9 months after the enact­

4 ment of this legislation whether or not the elimination of statutory 

5 interest rate ceilings as provided herein shall continue or whether 

6 or not, with respect to individual types of loans affected by this 

7 act, interest rate ceilings shall be reimposed. 

8 In making his recommendation, the commissioner shall consider 

9 whether: a. a substantial degree of competition exists among len­

10 del'S with respect to the making of the loans; b. the interest rates 

11 being charged on the loans reasonably reflect market conditions; 

12 and c. the elimination of the interest rate ceilings has served to 

13 increase the availability of consumer loans in this State. 

1 17. This act shall take effect immediately. 

STATEMENT 

The purpose of this hill is to permit the competitive free enter­

prise market to set the rates for borrowing by New Jersey con­

sumers. The plethora of separate laws and interest rate ceilings 

have impeded the ability of New .Jersey citizens to obtain necessary 

credit for many major periods over the past decade. 

The New York State Legislature, in Extraordinary Session III 

November 1980, enacted a law eliminating all legislatively imposed 

interest rate ceilings on loans and retail installment sales by 

5 '3 0 0 5 ( Jq21) 
\ 
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licensed and supervised financial institutions and sellers, and 

setting a realistic rate maximum on all others. This bill does the 

same fOT New Jersey, mirroring the New York law. 'Without it, 

New Jersey consumers, businesi;es, institutions aJld the economy 

generally will suffer, as business and commerce flow to New York 

and its free market economy. 

A similar bill is before the Pennsylvania Legislature, which IS 

addressing the same problem. 

In modern times, money market rates are set on a world-wide 

basis. This, combined with an increasing volatility of rates, United 

States inflation rates at historic highs, and high international 

money market levels, requires that New Jersey's laws on rates be 

modernized to permit New Jerseyans to obtaiu capital, credit, and 

consumer goods. Arbitrary restrictions will only retard New 

Jersey's growth in comparison with other states. 
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SENATE LABOR, INDUSTI<.Y AI\J1)
 
PROFESSIONS COMj\;IITTEE
 

SENATE~ No. 3005 
7 

with Senate committee amendments 

STATE OF NEvV JERSEY
 

DAT:E~D: FEBRUARY 2, 19tH 

This legislation remove::; the usury cl~iLillg::; from COll~Ulller loans. 

permitting any rate to he charged which is agreed to by the lender and 

the borrower. 'rhe basic State usury ceiling is raised to 1670: this rate 

covers aU loans ill whidl the rate is not ot1wnvise specified by statute. 

The SenrJe Labor, Industry and Profession::; COlllmitt(~e has amE'uded 

the legislation to permit lenders to VLll"T the l"lltes on loami ill rertain 

cases, provided that rate increases 011 fixed term loans lIlay not he raised 

more frequently than every 90 day::;; Oil revolving credit the rate may be 

varied e\·ery 30 days after an ini.tial rate inerease is made under the 

provisions of the aet. j'he cOlllmittee has 8.1S0 amended the bill to re­

quire Lmders to rebate interest according to the actuarial method on 

the CUll.sumer loans covered by the legislation, rather than the rule of 

78's, which IS presently provi.ded for in the law. 'rhe committee :.unencl­

ments also prOvide a ceilillg of $15.00 on eharg-e~, for eredit cards Issued 

by banks, ::;avings banl;:s, and ::;aviug::; aud loan assoeiatiolls. 



STATEMENT TO 

SENATE, No. 3005 
with Senate amendments 

STATE OF NEW JERSEY
 
DA'l'E~D: .F'EBRUARY 9, 1981 

In addition to technical changes, these amendments would provide 

for disclosure of the fact that a debtor-creditor contract permits a 

variable rate. 

'rhe amendments permit a maximum prepayment penalty, on loans 

over $2,000.00 and up to and including $5,000.00, of an amount equal to 

1% of the loan, rather than a fixed fee of $50.00. 
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FRO>i THE OFFICE OF TIlE COVEI(nO[{ 

FOR IMMEDIATE RELEASE FOR FUinHi:.R INFORr·ll\TION 

Hflf{CH 31, '19En KATlmYN FOI<SYTlI 

GovernOl" 8rendan Byrne todllY signed ~?-3Q_Q.§j \'ihi ch repeals 'j nterest cc'i 1i nDs on 

many types of credit in N0.\'l ~lelosey, und .$-3'101., \'ih-ich lm'lers the deF-iniLion of 

cl'illfinal usury fmo loans to indiv'icluals from 50 pe)'cent per annum to 30 penent per 

ll(lllum. 

Both measures \'lere sponsored by Senator La\'Jrence S. Heiss (D-Middlesex). r... n 

of both b"ills is attached to thisrel~'l.~~. 

S-3005 deregulates the fol.lo\'ling types of credit: installment loans; 

educational loans, advance loans (overdraft accounts and credit cards); small 

business loans (through which the borrewer g~osses less than $1 million); small 

loans of less than $5,000; second mortgages; loans made by savings and loan 

associations; credit union loans; retail installment loans (car loans); retail 

charge accounts; home repair loans and insurance premium financing. 

Residential first mortgages are not affected. 

In addition to permitting the borrower and the lender to agree on an interest 

rate, the bill permits variable interest charges on all of the above loans, except 

. small business loans~ h6me repair credit and premium financing. The loan note or 

'instrument must advise the borrm'ler of tlris provis-ion in eight po-int type. 

Because a 1ender may change the rate of interest, the borrowe\' must be given
 

90 days notice of the first change. Any subsequent changes must be preceeded by
 

30 days notice, but the lender can only hike the interest once every3G5 days ancl by
 

no more than three percent.
 

The bill prohibits interest from r'ising by more than six percentage points from 

the initial rate and interest must reIl1ain stable for the first three years of the loan. 

There are exceptions under the bill concerning floating credit charges for 
" 

three types of loans: udvance loans (overdraft accounts and cred-it cards), open-end
 

small loans and retail char9c tlccounts.
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-For these types of loans, th2re is no three-year freeze and no limit to the 

il11l0unt On tim-ing of inten:!st increases, although the creditor l1lust still give 

90 days advance notice of the first interest increase and 30 days advance notice 

for any subsequent increilse. 

The .borrower also has the right to resist an increased interest charge in these 

types of loan relationships. Upon receipt of a 90 days increase notice) he Ciln 

either agree in writing to the increase or continue to incur indebtedness aftcr the 

effective date. If the borrower incurs-nQ more debt after th~ effective date, then 

the interest acc.rues at the old rate. 

In addition) the bill permits a bank or other credit card issuer to charge a 

fee of up to $15 for credit cards. 

Other provisions of the bill change the manner in which precomputed interest is 

rebated vJhen installment loans) small bus"iness loans. loans by sav-ings and "loan 

associations, retail and car loans, home repair credit and insurance premium 

financing loans are repaid. 

Beginning the twelfth month after this bill becomes law) precomputed interest 

must be rebated according to the acturial method when the borrower prepays or wherl 

the loan is accelerated.· If the loan is paid off during the first year that the 

bill is effective, there are certain minimum pre-payment charges. 

Under the bill,: di'scount points charged by mortgage lenders' are deemed interest. • 

thereby making them tax deductabl e by the borrovler. 

Finally, the measure requires the Commissioner of Banking to report to the 

Legislature nine months after enactment and annually thereafter of the effects of 

interest rate deregulation. 

II # 
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5TI\TH1ENT or GOVEI~NOl~ P,!{n:DM~ [WI~~{E 

IN SIGIlING 5-3005 NW S-:-3'IOl 

Senate Bill No. 3005, "Jh'ich·I am s'igning today, removes'State .InJ.ndated ceili.ngs on 

terest rates on a \'fide va1~iety of loans. Additionally, lenders \'lill be able to offer 

) rrm'Jers variable interest rate loans. I am also signi,ng S-3101 \'Jh'i.ch lm'lers the 

finition of criminal usury for loans to individuals from 50 percent per annUlilto 

percent per annum. 

Under this bill, interest rates for loans such as insta11ment credit, retail credtt~ 

credit cal~ds, second mortgages, overdraft accounts~' car loans and others . . "., -. . 

my be set according to market conditions. Interest rates 'may fluctuate proYided the 

1 nder gives full di sclosure to the borrm'/er and adyance' noti.ce' in '·/ri,ti.ng of .~ny cha.nge. ­

most.loans, the change in intel~est may not be. more than three percent i.n any year and 

more than six percent from the original rate. 

Interest on credi t cards and retai 1 charge accounts coul d vary .i-mrnedi.ately for ne\.r 

debtedness provided there is both adequate notice to the' b~rro\'/er' and .agreement 'by the 

b rrm'/er to the ne\'1 rate. There is no 1imit on the amount or ti.mi~ng of rate increases. 

On the other hand,a lender may not alter the interest· rate duri.n~ the fi:rst three-. 

of the loan. Although the language in the bill.could be clearel~, I read .it to 

strict a lender's right to alter 'interest rates until th.e·l~an ts at least three- years old. 

Credit has become a commodity in our society.. At the' saine ti)ne,' conttnued 'inflation 

h s made credit more expensive like other items .. Recently, as tnflati.~~ has drtyen up the: 

c st of credit, yesterday's interest ceil i,ngs have dried up credi.t~ thereby quj.eti.llg 

s gnificant sectors of our economy. I believe that market forces and not the State should 

r gulil~e the cost and availabil'ity of credit. Other states have already moved in this 

d rection. 

Some believe that this b'ill \'/ill ruin many conSUlllel~S. I di.s.~9ree:· I expect that our 

b nks and other 1enders \'Ji 11 behave respolls'j bly; compet'jtive pressures should prevent 

1 ndf!rS from se~ting artifically high interest rates. Similary) I belieye that most rle\+ 

V'~r.\I N\nC'lImorc: \,Jill "void (>xl.p.ssiv~ ino0.btednp.$s. I share the concerns of the public 
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Advocate uDOUt poss·ihle OVeiTCL\ch"ir19 by second lr:or~lage lenders. The concern he 

voiced \'!as the principul reason \'/l1y I \'/ould not s'igll S-3005 \'lithout the lm'lering of the 

o'imi nCll usury rate to 30 percent. Stri ct adherence to thilt 1~'.'l \'Jill be demanded. 

The Con~issioner of Banking and I will be watching the effects of this bill 

closely. If lenders abuse their ne\<J freedom of fixing unrealistic interest rates or 

by taking advantage of the disadvantaged, I shal) adress them swiftly~ 

f, II 
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1I0USE OF REPRESENTATIVES 

j:J1ST GENERAL ASSEMBLY 

HOUSE BILL NO. 28 FEB 18 1981 b3 
AS AMENDED BY 

HOUSE AMENDMENT NOS. J AND 2 

AN ACT TO AMEND TITLE 5 AND TITLE Ii OF TilE DELAWARE CODE BY PUOVIDING
 
FOR THE ACQUISITION OF STOCK IN DELAWAI~E BANI<S BY OUT-OF-STATE DANK
 
IIOLI)(NG COMPANIES; BY PROVIDING FOR THE REGULATION OF BANK REVOLVING
 
CREDIT AND CLOSED END CREDIT; BY PROVmlNG RULES FOR THE TAXATION OF
 
INCOME OF NON-UNITEO STATES BRANCII OfFICES OF DELAWARE BANI<Sj BY
 
ADOPTING NEW RATES 1"01{ THE TAXATION OF NET INCOME OF BANKS IN EXCESS
 
OF $20 MILLION DOLLARS; BY EI,IMIN ATING CEILINGS ON INTEREST RATES WHICH
 
MAY BE CHARGED IN RESPECT OF SMALL I,OANS, SECONDARY MORTGAGE
 
LOANS, MOTOR VEIIICLE LOANS AND RETAIL INSTALI,MENT SALES; BY PROVIDING
 
FOR REFUNDS OF PRECOMPUTED INTEREST CHAHGES IN ACCORDANCE WITH THE
 
ACTUAIUAL METHOD; BY PIWVlI>lNG FOR THE ISSUANCE OF REGULATIONS BY
 
THE BANK COMMISSIONER ESTAflI,ISIIING REASONABI,E TIMES FOR THE OPENINCl
 
OF A BRANCH OF A SAVINGS BANK; BY IlEGULATING TIlE MAI<lNG OF LOANS
 
DmECTLY OR INDUlECTI,Y TO nlltECTORS AND EXECUTIVE OFFICERS OF BANKS;
 
AND BY DELETING I'ROM THE CODE PREVIOUSLY REPEALED PROVISIONS
 
RELATING TO THE COI.I,ECTION, PAYMENT AND I1ISIIONOR OF DEMAND ITEMS
 
AND RF.VOCATION OF LE1~rERS OF CREDIT; AND TO AMEND TITLE 30 TO PROVIDE 
1"01{ TilE TAXATION OF AFFII.IATED FINANCE cOMPANIRS. 

BE rr ENACTED BY"THE GENERAL ASSEMBLY OF TilE STATE OF DELAWARE: 

Section I. This Act may be referred to as "The Financial Center Development 

Act". 

Section 2. I\mend Title 5, Delaware Code, by adding 8 new Chapter 8 as follows: 

"CHAPTER 8. ACQUISIT!ON OF STOCK IN BANKS LOCATEO Ir-l THE
 
STATE OF DEI,AWARE OY OUT-OF-STATE HANK HOI,nING COMPANIES.
 

S801. Definition~ 

As used in this clulpter: 

(8) 'Bank' means II hank or trust eom[l/lny created IInder' this title or 8 

nationlillJanking association created under the National flank A<"I, 12, U.S.C. 

§§21, et ~., lifter the eHective cItlte or this chtlpter. 

- I ­
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(b) 'Out-of-iltate bank holding company' mean.o; 11 bank holding company as 

defined in the RAnk lIolding C'.omPftny Act of 1956, 01' amended (12 U.S.C. 

SSI·481 et ~.), with bIlnklng subsidiaries whose operations ore princil>RlIy 

conducted in a state other th"n Delaware. For the purpoRCs of this chapter, 

the state in which the opcI'ations of n bAnk holding company's bank subsidiaries 

are principally conducted Is that state in which the total deposits of all such 

banking subsidiaries are greatest. 

(c) 'CommL'l.'liooer' means the State RAnk ~ommis!lioner of the State of 

Delaware. 

(d) 'Divest' means to trllnsfer all intere!:t, legal or e<)lIitl\ble, to R person 

or other entity in which the trRn.'lferor hilS no interest, direct or indirect, or 

which has no interest, direct or indirect, in the trlln.o;feror. 

(e) 'Located in this Stnte' means, with respect to state-chartered banks, 

banks created tinder the law of this State and, with respect to notional banking 

assoclatiOM. bRnks whose organization certifieate identifies an address in this 

State as the place at which Its discount Rnd deposit operations are to be 

carried out. 

(f) 'SubsIdiary' means. with respect to an out-of-iltate bank holding 

P.Ompany, (I) any company 25% or more or whOle voting shares is directly or 

indirectly owned or controlled by such bank holding compRny, or is held by it 

with power to vote; or (2) any company the election or a majority of Whose 

dlreetors is controlled In any manner by such bank holding company. 

5802. ~ 

'Illis chapter deals with conditions uncleI' which out-of-state bank holding 

companies or SUbsidiaries thereof may acquire and hold shares of voting stock in 

banks located in this ~tllte; It shall not he construed to limit the powers granted to 

any bank in this State to conduct its businellll. 

S803. Acgulsitions 

Except as provided In 51842 of Title 12 of the United States Code and 0.0; 

provided herein. no out-of-iltlllte bank holding company or any SUbsidiary thereof 

may acquire or hold. directly or indirectly, more than 5% of any voting shares of. 

interest In. or aU or substantillny all of the lL'lSets or any bank located in this 

Stllte. Notwitmtanding the foregoing, an out-of-iltate bank holding company or any 

SUbsidiary thereof may ncquire nnd hold aU or 9ubstantilllUy all or the voting share.'! 
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,. 
" of a single oank 10cIlteo in this State when ano for so lon~ as the following 

conditions arc slltisfied: 

(Il) TIle bnnk whose stock is to he nequireo is 1\ newly established hank 

thllt hils or will hllvc whcn chartered 110 more than Il single office locateo in 

this State opcn to the public for the conduct of banking business; 

(I» The btl/lk whose 'lto<'k is to he lI<,quil'ed hilS or will hnvt' on the oate of 

commencement of hanking husiness in this State a minimum cupital stock and 

ptlid--in surplus of 10 million dollars lind will have within olle ycar of the ollte 

of its commencement of bankin~ business in this State a minimum capital 

stock and paid-in surplus of 25 million dollars; 

(c) The hank whose stock is to he acquired employs on the date of 

commencement of its banking busines." in this State or will employ within one 

year of such dIltc not less than 100 persons in this Stute in its bllsiness; 

(d) The bllllk whose stock is to he tleq'lired is ol'Crateo in a manner uno at 

a location that is not likely to attrllct customers from the general puhlic in 

this State to the substllntinl detriment of e)(istillt~ bllnking institutions located 

in this State; provided that such bank mllY he operated in H mllnner likely to 

attract lind retain customers with whom thllt hank, the out-of-state holding 

company or such holding compnny's I>ank or non-banking subsidiaries have or 

have had husiness relations; nnd 

(e) Such acquisition has received the prior approvnl of the Commissioner. 

S804. Approval by the Commissioner 

(a) Any out-of-stllte bnnk holding (~ompllllY or subsidiary thereof proposing 1111 

acqui"ition pursu"nt to SS03 of this chapter shall file un application with the 

Commissioner for approval to makc such IIcquisition. SU<'h "pplication shall 

contain such information as the Commissioner may oy regulation require, ano shall 

specifically acknowledge applicant's agreement to hc !)ound hy the C'onoitions set 

forth in §S03 of this chapter. In addition, such nppli<'ation ;;Imll designllte a 

resident of this Stute ns applicant's agent for the service of IIny pllper, notice or' 

Icgnl process upon applicllnt in connection with matters arising out of this ehnpter 

/lno shall he accompanied by /l filing fee in the amount of five thousano oollflrs for 

the lL'ie of the State. 

(:-» In determining whether to approve an nequisition by nn oill-of-statc hank 

holding company or /lny subsidillry thereof of any voting stock of II hank located in 

this State, the Commi'lsioner shall consider: 
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(I) 'ille fiMneill1 lInd managerial resour~s of the out-of-state bank 

holding eompany or its SUbMldiary; 

(2) The ruture prospects or the out-or-state bank holding company and 

the bank whOlle assets or shares it wID acquire or its 8ubllidiary; 

(3) 11le rlnanclal history or the out-or-state bank holding company or its 

slIbsidiary; 

(4) Whether such acquisition or holding may result in unl1ue concentration 

or resources or substantial lessening or competition in this Stllte; and 

(5) 11le convenience and needs of the publie of this State.
 

S805. Required Report<;
 

An out-or-state bank holding company that directly or indireetly through any 

sUbsidiary, aequires voting stock of a bank pursuant to this chapter shall me with 

the Commissioner copies or all regulllr and periodic reports which such bank 

holding company is required to me under SJ13 or 15(d) or the Securities Ilnd 

F.xchange Act or 1934, as amended, but el(cluding Any portions not available to the 

pUblic. 

5806. Rules. Regulations and Orders 

11le Commissioner may adopt rules and reguilltions and issue Orders under this 

chapter ror the following purposes: 

(a) To prescribe inrorrnatlon or rorms required in connection with an 

application pursUAnt to 5804(a); 

(b) To establish procedures in connection with approvals pursuant to 

S804(b) and the riling or required reports pursuant to 5805; 

(c) To issue order<; under 5807 and establish procedures governing such 

issuan~s. 

5807. Divestiture 

(a) Upon his determination that Ilny out-or-state bllnk holding eompany or 

SUbsidiary thereor is holding stock in a bank 1000ated in this State in violation of the 

conditions set rorth in 5803 or or its agreement pursuant to 5804(1l) or this chapter 

the Commissioner may order such out-or-state holding company or SUbsidiary 

thereor to take steps to remedy such violation by a date certain. 

(b) The Comrnis,<;ioner shlln have the authority to order an out-or-Rtltte bank 

holding company or subsidiary thereor to divest any shares of a bank that it has 

acquired under the provision.'l of this chapter upon his determination that such 
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h()ldirlt~ ('ompllny or .~uhsidillry ('olltinucs to own shllres of stO('k of II hllllk IO(,lltcd in 

this Stllt,~ in violntioll of the' ('cmditioll'l ('(mtllilwd ill §Rll:\ 01' of its IIl{rc('m"nt 

pUrsUIIUt to !illtl4(n) of this ('hllptcr nfter the elllte fi'tl'oI for ('Olllllli:III1'" hy lIuy 

Order issued under suhpllragraph (II) of this S807. 

(c) An out-of-stH.te blink holding company or sUbsidillry thereof shall divest 

any shares of a bank thllt it has IIcquired under the provisions of this chapter within 

two years of the date an Order issued lllleler subparagraph (b) of this S807 becomes 

rinltl mid subject to no further jlltlicilll review; provided thllt the Commissioner may 

extcnd such two-yellr period for II furthel' period 01' pel'iods upon his deterlninutioll 

thllt such 1111 extension would not he eletrimentlll to the pUhlie intere'lt. 

(d) The Court of <~hllneery of the Stllte of Deluwnre will have cXl'lusive 

ori~in>1l jurisdiction of lilly judicial I'cview of lin Oreler issucd undel' suhseetion (h) 

of this section, IIny other provision of law notwithstanding. Sueh review may be 

sought by the out-of-state bank holding company or sul>sidiliry thereof that is the 

subject of such divestiture order lit IIny time within one year of the elate of such 

Order. Review of a divestiture order sh:lI! be de novo and such ordcr will be 

specifically enforced by the Court of Chllncery upon a final deterrninatioll that at 

the time of its issuance, the divestiture order was valid in all rcspects. An Order 

issued under subsection (a) of this section shall not he subject to judicial review. 

ssos. 

If lIuy [lrovi';ion of this challter is hclel illVlllid, such invalielity shull nol Ilffect 

any other provisioll." or applications of this ehapter which ('an be given effect 

without the invalid provision, eXCel)t that if IIny two provhiolls of §803 nre for any 

reason held invlliid as conditions of the statutory grant contemplated hy this 

chapter and unenforceable !IS terms of an agreement under §S04(a) of this chapter, 

in rina] orders suhject to no further juelicial review, entered by Courts of 

competent jurisdiction of this State or of the United States, no ollt-of-state bank 

holding company or any sUbsidiliry thereof may thereafter acquire shllres of II bank 

located in this State pursuant to this chapter." 

Section 3. Arnend Title ~, [)elaware Code, by reelesignating the existing Cha[lter !l 

as Subchllpter I of Chupter 9 entitleel "<;eneral Provisions". 

Section 4. Amend Ti tie 5, Oelaware Code, by IIddinl~ to Chllpter 9 Ii new 

Subchapter II as follows: 
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''Sllhchlllltcr II. llftnk I(evolvlng Crcdi t 

5941.
 

All It'lOO In this llubehllptcr:
 

(II) '&nk' InCIln..; IIny blink or bank lind trlL'It compliny orgllnil..ed un.~r this 

Code or IIny other low or laws of this Stllte lind any such depository institution 

orgllni:>:ed under the anthority of the United States and having its principal 

plftce of blJSine~ in this State. 

(b) 'BorroweT' means IIny corporation, partnership, assoeiation, 

government or governmentftl subdivision or agency, trust, individual or other 

entity. 

(c) '1ndividulIl Ilorrower' meao.'1 II borrower who is a natural person 

borrowing Cor personal, hoLt'lehold or family purposes. 

(d) 'Revolving credit plan' or 'Plan' means R plan contemplating the 

edenslon or credit under an account governed by llU agreement between a 

hank and a borrower pursuant to which: 

(I) 1be bank permits the borrower and, if the agreement governing 

the plan so provides, persons acting on behaIr of or with authorization 

from the borrower, Crom time to time to make purchases and/or to ohtain 

loall.'! by use of a credit device; 

(2) 'Ille amountll of such purchases and loao.'1 are Charged to the 

borrower'll account under the revolving credit plan; 

(3) The borrower is required to pay the bank the amounts of all 

purchases and loans charged to such borrower's account under the plan but 

has the privilege oC paying such amounts outstanding Crom time to time in 

Cull or in io.'1tallments; and 

(4) Interest lIIay be charged and collected by the bank from time to 

time on the outstanding unpaid indebtedness under such plan. 

(e) 'Purchases' mean payment'! for property of whatever nature, real or 

personal, tangible or intangible, and payment!'! for services, licenses, taxes, 

officilll fees, Cines, private or governmentAl obligations, or any other thing or 

vlllue. 

«() 'Loans' mean cash advances or 1081l.'1 to be paid to or ror the account of 

the borl'Ower. 
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(g) 'Credit device' mellns Ilny card, check, identificAtion code or other 

means of Identifie.1tion contemplatcd by the agrcement I~overninr. the plan. 

(h) 'Outstnnc1in.: unpAid iUI~htt'c1ness' llWUUS on lIuy clny "U 1I11l0unt not in 

eXI'I':-!'S of the totlll IIl1lount nf purl,hllsl'S nnd tonns ('J1llrl~ed tn the hOl'I'ower's 

nccount under the plan which is outstfinding find unpaid At thc cnd of the day, 

after adding the aggregllte amount of any new purchases llnd loans charged to 

the account IlS of that day and deducting the aggregate amount of any 

payments and crerlits apptied to thAt indehtedness us of thAt day and, if the 

Ilgreement governing the pl:1II so provides, lIlay include the amount of any 

interest and additional charges, incluc1ing lAte or delinquency charges, which 

hllve IIccrued in thc nccount and which nre unpaid Ilt the end of the day. 

S942. Ext~n')ion of Credit under Revolving Credit PIall 

Any bank may, subject to Any limitntions on lending Anthority contllined in its 

charter or otherwise imposed hy law Imd subject to the other ~Irovisions of this 

su~hapter, offer and extend credit under a revolving credi t plan to a borrower and 

in connection thel'ewith may charge and collect the interest and other charges 

permitted by this subchapter and may take such security as collateral in connection 

therewith as may be Ilcceptable to the bank. Without limitation of the foregoing, 

credit may he extended under a revolving credit plan hy a bank's acquistion of 

obligations arising out of the honoring by a merchllnt, a blink or other financial 

institution (Whether chartered or organized under the laws of this or any other 

state, the District of Columhia, the United States or Any district, territory or 

possession of the United Stlltes, or Ilny foreign country), or fI government or 

governmental subdivision or agency of II credit device mAc1e AVAilal)lc to A bOl"rower 

under a plan, whether directly or indirectly hy IIlcuns of telephonc, [>Oint of SAle 

terminal, automated teller machine or othcr electronic or similar device or through 

the mails. 

S943. Interest 

A bank may chtlrge lind collect interest undel' 11 revolving credit plan on 

outstanding unpaid indebtedness in the borr'ower's account lInder the pilln III slIch 

daily, weekly, monthly, annual or other periodic percentllge "ate or rates as the 

agreement governing the pllln provides or us established in the mllnner provided in 

the agreement r.overninl~ the phlll. If the IIJlPlicfiole pcriodi(' p,'r('entllge ratc lIndel' 

the agreement govcrning the plnn is othcr lImll daily, interest may he ('Illeulated on 

1111 IImollnt not in excess of the AvcraRe of outstanding unpl1id imlf'hlec1ncss ,for thl' 
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applicable billl~ period, determined by dividing the total of the amounts of 

outstllnding unpaid indebtedneSli for ellch day in the applicable biDing period by the 

number of days in the billi~ period. If the applicable periodic percentllge rate 

under the agreement governing the plan is monthly, a biUi~ period shall be deemed 

to be a month or monthly if the last day of each billi~ period is on the same day of 

each month or does not vary by more than four days therefrom. 

S944. Variable Rates 

If the agreement governing the revolving credit plan so provides, the periodic 

percentage rate or rates of interellt under such plan may vary in Ilccordance with a 

llchedule or formula. Such periodic percentage rate or rates may vary from time to 

time as the rllte determined in accordance with such schedule or formula varics 

and such periodic percentage rate or rates, as so varied, may be made applicable to 

aU outstanding unpaid indebtedness under the plan on or after the effective date of 

such variation Includi~ any such indebtedness arisi~ out of purchases made or 

loans obtained prior to such variation in the periodic percentage rate or rates. 

5945. Additional Charges 

In addition to or in lieu of interest at a periodic percentage rate or rates as 

provided in 55943 and 944 of this SUbchapter, a bnnk may, ie the agreement 

governing the revolvi~ credit plan 110 provides, charge nnd collect one or more of 

the following: 

(I) A daily, weekly, monthly, annual or other periodic charge in such 

amount or amounts as the agreement may provide for the privileges made 

Rvallable to the borrower under the pllln; 

(2) A transaction charge or charges in such amount or amounts as the 

agreement !nay provide for each separate purchase or loan under the plan; nnd 

(3) A minimum charge for each daily, weekly, monthly, annual or other 

scheduled billi~ period under the plan during Rny portion of which there is an 

outstanding unpllid indebtedness under the plan. 

5946. Purcha.c;es and I,oons - Differing Terms 

A bRnk may, if the agreement governing a revolving credit plan so provides, 

imposc different terms (jncll1di~, without limitation, the terms governing the 

periodic percentage rRte or rates used to calculate interest, the method of 

computi~ the outstanding unpaid indebtednes.'i to which such rate or rates are 

applied, the amounts or other charges and the applicable installment repayment 
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schedule) in respect of indebtedness arising out of purchases lind indehtedness 

arising out of loans mAde under the plan. 

§94'l, 

If credit under 11 revolving cl'edit plan is oCCered and e>e:tended in connection 

with 11 demand deposit IIccount or other transaction Ilccount rnaintllined I>y thc 

borrowel' with the bank !mrsuant to Iln Il~reement or arrangement whereby the hank 

agrees to honor chccks, dt'llfts or other debits to such Ilccount, which if paid would 

create or increllse II nefflltive balance in such Ilccount, hy making e>e:tensions of 

credit to such bOl'rower under such revolving cl'edit plan, any charges customarily 

imposed by the bank under the terms governing such demAnd deposit or other 

tran"action IIccount in thc uhsence of IIny associated revolvill~ cl'edit pilln 

(incl1lding, without li'llitlltion, check churffes, monthly maintenance charges, 

checkhook charges, charges for checks drAwn on funds in exccss of An Available line 

of credit And other similar chllrges) may continue to he imposed on such account 

without specific reference thereto or incorporation thereof by reference in the 

agreement governin(~ the I'cvolving credit 1>ll1n lind the amount of Any such chtlrl~e, 

to the extent the I.llllllnce in such delllllnd deposit or other trllnslI<:>tion Account is 

insufficient to PIlY such a charge, may he charged to the horrower's account under 

the plan as a lOAn thereunder And rnuy he included in outstanding unpllid 

indebtedness in IIccordallce with the terms of the agreement governing such 

revolving credit pllln. 

S948. Omitted installments. 

A bank may Ilt Ilny ti'ne und from time to time unilaterally extend to 8 borrower 

under a revolving credit pIAn the option of omitting monthly instllllmenB. 

(a) A bAnk may reqnest but not require an individulIl horrowcl' to be insured in 

respect of 1\ revolving ('redit pllln under II life, hellIth, fl('cident, he.'liUl lind 

accident or other credit or other permissible insurHnee policy, whcther group or 

individulll, lind in the "vent thllt nn indivi<lltlll horrower's ()ut~tllndinr. unpnid 

indebtedness under ·lhe plan is secured hy I1n interest in renl or personal property, 6 

I)ank may require the borrower to ol>tnin insurllnce, from lin insurer IIcccptllble to 

the bllnk, agllinst loss llf or damage to such property, or agllinst the linhility arising 

out of the ownership or ILse of the property lind mny finance the pl'emiums for such 

insurance. 
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(h) In the CIISC or II horrowcl' hOl'I'owilll~ IIl1clc'r II rC'volviul~ c'I'C'dit 1,IIIn ror otlwr . 

than (,crsonnl, hous('holcl or ralllily InJrpOOlcs, /I hllnk IIllly r,~cluirC' the' (,ol'rower to 

obtain insurance, from an insurer acceptable to the bank, under 11 life, heKlth, 

accident, health llnd accident or other credit or other pcrmis,<;ible insurance policy, 

whether group or individual, lind in the event that the borrower's outstanding 

unpaid indebtedne~s under the plnn is seeured '>y an interest in real or personal 

property, the bank mKy require the borrowcl' to ohtain insllrance, from an insurer 

Rcceptable to the bRnk, against los.'! of or damage to SII('h property, 01' agaillst the 

liability arising out of the ownership or usc of the property und may finRnce the 

premiums for such insurance. 

(c) The offer and placement of insurance under this section shall be subject in 

all respect'! to the applicable provisions of Title 18 of this Code. 

5950. Delinquent installments. 

If the agreement governing R revolving credit plan so provides, a bank may, in the 

case of a non-individual borrower, charge a higher periodic percentRgc rate or rates of 

interest on outstanding unpaid installment payments or portions thereof under the plan 

which are in default, and, in the case of Rny borrower, impose a late or delinquency 

charge npon such installment payments or portions thereof; provided, however, that no 

more than one such late or delinquency charge muy be imposed in respect of any single 

such installment payment or portion thereof regardless of the period during which it 

remain.'I in default Rnd provided further, however, that for the purpose only of the 

preceding provi~o all pRyments by the borrowCl' sholl be deemed to be applied to 

saU,faction of installment payment'! in the order in which they become due. 

~951. "ttorney's fees; collection COOltS. 

In the event a borrower defaults under the terms of a plan Rnd the bank refers the 

borrower's account to Rn attorney (not a regularly sRlaried employee of the bank) for 

collection, the bank may, if the agreement governing the revolving credit plan so 

provides, charge and collect from the borrower a reasonable attorney's fee and, in 

addition, if the agreement governing the revolving C1'edit pion so provides, the bank may 

recover from the borrower lill court or other collection cOst.. I1ctually incurred by the 

bank In connection with a colJection proceeding. 

5952. ~hanges in terms. 

(a) "bank may, ir the agrecment I~ovcrning a revolving cl'edit plan so 

provides, at any time or from time to time llmcnd the terms of such agreement 

- 10 ­
LC:X:MJL 
3354A 



(inl'luding, withoul limitlllion, Iflc terms r.0ycrninlr the periodic' \I('rl'enlllr,c l'II1e 01' 

rIlI ..s IL<;e<! to clll(~nlllll' inlcrellt, the mc>lhocl of C'ol1llltllinl~ Ihc' onl:{IIlII"illl~ llllpm" 

incl<'hlt'(IIIl~ss to whi"h sl ...h 1'11\1' or rales nre nppliecl, till.' IIl11ounl" "f oth('.. ,'hll"!~<'s 

lind the applicable illstllllment repnyment schedule) ill Ilccordanee with the further 

provisions of this section, 

(I.» The bank shall notify each affected horrowel' of the amendment in the 

mllnner set forth in thc ngrcement govcrninl~ the pilln 8n,1 in compliance with the 

re<luirements of the Truth-ln-J>ending Acl [15 U.S.(~. §)ljOI et ~.l, and 

regulations promulgnted thereunder, as in effect from time to time, if applicnble; 

provided, howevcr, that if such amendment has the errect of increasing thc 

interest or other charges to be paid by thc borrower, the bnnk shal\ mail or deliver 

to the borrowcr, III lenst 15 days beforc the effective date of the amendment, Il 

clear and conspicuous written noticc which shall describe the amcndment llnd the 

existing term or terms of the agreement nffected hy the amendment and shall also 

set forth the effectivc dIlte of the amcndmcnt and the pertinent information 

contcmplated hy thc following provisions of this section, If the amendment has the 

effect of increasing thc interest or other charges to be paid by the borrower, such 

amendment shall become cffective only if the borrower uses the plan after a date 

specified in the notice which is Ilt least 15 dllYs after the giving of the notice (but 

which need not be the date the amendment hecomes errective) by making R 

purchase or ohtRining u loan, or if the borrower indicates to the bank in writing 

such borrower's express agreement to the amendment. Any such Rmendment ,nay 

become effective us to n particular borrower as of the first day of the billincr 

period during which such borrower' so uscd such borrower's account or so indicated 

agreement to the amcndment. Any bOl'rower who fails to usc such borrower's 

account or so to indicate agreement to an Ilmendment shall be [)Crmitted to l)ay the 

olltstnnding unpaid inucbtednes.<; in such bOI'I'ower's Ilccount under the plMn in 

Rccordance with the terms of the agreement i~ovcrning the plan withont giving 

effect to the amcndment. 

(c) If the terms of the agreement govcrning the plan, as originally drawn or IlS 

amended pursuant to this scction, so provide, tillY amendment may. on Rnd after the 

date upon which it becomes cffective as to a pllrticular borrower', apply to /til then 

outstanding unpaid indehtednes.<; in the borl'ower's Ilccount under the plan, including 

Rny such indebtednes.'> which shall have arisen olll of pnrchllses made or 10Rns 

obtained prior to the effective date of the amendment. 

- 11 ­
LC:X:MJL 
3354A 



(d) For the purposes of this section, a decrease in the required amount Qf 

periodic installment payments shall not be deemed an amendment which ha<; the 

effect of increasing the interest to be paid by the borrower. 

(e) The l)/"o..cl1l1re~ for amendmcnt by R hltnk of the tcrlll~ of R [JIlin to which II 

borrower other than lin individual borrowel' is a pRrty may, in lieu of the foregoing 

provisions of this S952, be as the agreement governing the plan may otherwise 

provide. 

5953. ~licatlon of other statutes. 

The provisions of any other law of this State limiting the rate or amount of 

interest, discount, points, finance charges, service charges, or other charges which may 

be charged, taken, collected, received, or reserved shall not apply to extensions of 

credit under a revolving credit plan operated in accordance with this subchapter. 

S954. Non-exclusivity; scverabili tYj captions. 

(a) The provisions of this subchapter are not exclusive and a bank may at its 

option elect to extend credit either pursuunt to this SUbchapter or as otherwise 

permitted by applicable law. 

(b) If any provision of this SUbchapter is held invalid, such invalidity shall not 

affect any other provisions or application~ of this subchapter which can be given 

effect without the invalid provision. 

(c) Section headings and captions contained in this SUbchapter are inserted 

only as a matter of convenience and for reference and do not, and shall not be 

construed to, define, limit, extend or describe the scope of the provisions of this 

subchapter or the meaning or intent of any section hereof." 

Section 5. Amend Title 5, Delaware Code, by adding to Chapter 9 a new 

Subchapter	 III as follows: 

"SUbchapter Ill. Bank Closed End Credit. 

S961. Definitions. 

As lIsed in this subchupter: 

(a) 'Bank', ~)orrower' and 'individual horrower' have the meanings given in 

subchapter 1I of this chapter. 

(b) 'Closed End Credit' mealls the extension of credit by a bank to a borrower 

pursuant to an arrangement or agreement which is not a revolving credit plRn as 

defined in subchapter II of this chapter. 

(c) 'Loan' meao.<; any single extension of closed end credit. 
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1982. Extenl10n of clClled end credit. 

fury bMk may, subject to lilly limitations on lending authority contained In Its 

oharter or otherwllle Impmed by law IIIId l!Iubjeet to the other provisions o( this 

lIUbchapter, ofter and extend elOlled end credit to a borrower and In connection 

therewith may charge and collect the interest and other charges permitted by this 

subchapter IIIId may take such security as collateral In comectlon therewith as may be 

acceptable to the blank. 

1183. Int....t. 

A beak may charge and conect interest In respect ot a loan at such dally, weekly, 

monthly, ....ual or other periodic percentage rate or rates as the agreement governing, 

or the bond, note or other evidence of, the loan provides or as established In the manner 

proYIded In IUCh agreement, bond, note or other evidence of the loan and may calculate 

IUCh Int t by .ay of simple Interest or such other method as the .eement 

p or the bond. note or other evidence of, the loan provides. It the Interest Is 

precomputr.l It may be calculated on the assumption that all scheduled payments will 

be Ill" when D. Por purpoHl!I hereof. a year may but need not be a calendar year 

... may be sueh period of from 360 to 388 days. Including or disregarding leap year, as 

the bank may determine. 

1184. Variable rates. 

If the ..ment governing, or the bond, note or other evidence or. the 10M 10 

proYIdes, the periodic percentage rate or rates of interest charged and collected In 

NIpeCt of the loan may, it the Interest Is not precomputed and taken in advance. vary 

in accordanee with a schedule or formula. Sueh periodic percentage rate or rates may 

Yllry from time to time &"1 the rate determined in accordance with such schedule or 

formula varies and such periodic percentage rate or rates, as so varied, may be made 

eppUcable to lilly or all outstanding and unpaid amounts of such loan on and after the 

effective date or such variAtion. This section shlln not be con..'1trued to limit the 

authority of a bank to charge and collect interest in respect or a loan in the maMer and 

at the rate or rates authorized in any other section of this subchapter• 

• 5. Additional charges. 

In addition to or In lieu of interest at a periodic percentage rate or rates permitted 

by 1 S 983 and 984 or this subchapter, a bank may charge and conect. in respect of a 

10lUII 
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(I) Loan fees, points, Cinders fees Ilnd other front-end and periodic charges; 

provided, however, thRt in the ease of Il loon to Mn individuHI horrow'cr, no SUC!h 

front-end or periodiC! t'harge may he ehllrged And C!Olleeted unle~'i the Agreement 

governing, or the bond, note or other evidcnee of, the loan so provides: 

(2) Reasonable fees for services rendered or for reimbursement of expenses 

incurred in good faith hy the bank or its agcnts in connection with such loan, 

including, without limitation, commitment fees, official fees and taxes, premiums 

or other charges for any guarantee or insurance protecting the bank agailL'lt the 

borrower's default or other credit loss, or costs incurred by reason of examination 

of title, inspection, recording and other tormal acts necessary or appropriate to the 

security of the loan, tiling fees, attorneys' fees, and travel expenses; provided, 

however, that in the case of a loan to an individual borrower, no such fee may be 

charged and collected unless the agreement governing, or the bond, note or other 

evidence ot, the loan so provides. 

S966. Deferred installments. 

A bank may at any time or from time to time permit a borrower to deter 

instaUment payments ot a loan and may, in connection with such deferral, charge and 

collect deferral charges and may also require payment by such borrower of the 

additional cost to the bank of premiums for continuing in force, until the end of such 

period of deferral, any insurance coverage provided in connection with the loan 

pursuant to S961 of this subchapter. 

S961. Insurance. 

(a) A bank may request but not require an individual borrower to be insured in 

respect of a loan under a life, health, accident, health Rnd accident or other credit 

or other permissible insurance policy, whether group or individual, and in the event 

that a loan to an individual borrower Is secured by an intere.'it in real or personal 

property, the bank may require the borrower to obtain insurance, from an insurer 

acceptable to the bank, against loss of or damage to such property, or against the 

liability arising out of the ownership or use of the property and may finance the 

premiums for such insurance. 

(b) In the ease of a borrower borrowing for other than personal, household or 

family purposes, a bank may require the borrower to obtain insurance, from an 

insurer acceptable to the bank, under a life, health, accident, health and accident 

or other credit or other permis.'iible insurance policy, whether group or individual, 
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and in the event that the borrower's 1000n is secured by an interest in real or 

personal property, the bank may require the borrower to obtain insurance, from an 

IMurer acceptAble to the bank, AgAinst loss of or damage to such property, or 

agaln.'lt the liability arising out of the ownership or use of the property And may 

finance the premiums for such Insurance. 

(c) 'nle offer and placement of Insurance under this section shall be subject In 

all respects to the applicable provisions of Title 18 of this Code. 

S968. Delinquent 1n."ltAllments. 

If the agreement governing a 1000n so provides, a bank may, In the cllSe of a 

non-indlvidual borrower, charge a higher periodic percentage rate or rates of Interest 

on outstanding unpaid installment payments or portions thereof under the loan which 

are in default, and, in the case of any borrower, impose a late or delinquency charge 

upon such IMtailment payment or portion thereof; provided, however, that in the cllSe 

of a loan to an individual borrower, no such late or delinquency charge may be charged 

or imposed unless the agreement governing, or the bond, note or other evidence of, the 

loan so provides and that no more than one such late or delinquency charge may be 

imposed in respect of any single such installment payment or portion thereof regardless 

of the period during which it remains in default, and provided further, however, that for 

the purpose only of the proceeding proviso all payments by the borrower shall be 

deemed to be applied to satisfaction of 1n.'ltaUment payments In the order in which they 

become due. 

5969. Prepayment. 

(a) An individual borrower may prepay a loan in full at any time. 

(b) IC Interest charged pursuant to S963 of this subchapter In respect of a loan 

to an individual borrower has been precomputed and taken in advance, then, in the 

event of prepayment of the entire Indebtedness, the bank shall refund to such 

borrower the unearned portion of the precomputed interest charge. This refund 

shall be in an amount not le~ than the amount Which would be refunded if the 

unearned precomputed interest charge were calculated in accordance with the 

actuarial method, except that the borrower shall not be entitled to a refund which 

is less than five dollars. The unearned portion of the precomputed Interest charge 

is, at the option of the bank, either: 

(I) That portion of the precomputed Interest charge which Is allocable to 
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all originally scheduled or, Ir dererred, all dererred payment periods, or portions­

thereor, ending subsequent to the date or prepayment. 11M! unearned precomputed 

Interest charge is the total or that which would have been earned for each such 

period, or portion thereor, had the loan not been precomputed, by applying to 

unpaid balances of principal, according to the actuarial method, an annual 

percentage rate based on the precomputed interest charges, assuming that alt 

payments were made as scheduled, or as dererred, ir derrered. The bank, at its 

option, may round this annual percentage rate to the nearest one-quarter or one 

percent; or 

(2) 11M! total precomputed Interest charge less the earned precomputed 

Interest charge. 11M! earned precomputed interest charge shall be determined by 

applying an annual percentage rate based on the total precomputed interest charge, 

under the actuarial method, to the unpaid balances for the actual time those 

balances were unpaid up to the date or prepayment. 

(c) As used In subsection (b) or this section: 

(I) 'Actuarial method' means the method or allocating payments made on 

a loan between the oUllitandlng balance or the loan and interest pursuant to which a 

payment Is applied rirst to the accumulated Interest and any remainder Is 

subtracted rrom the oUllitanding balance or lhe loan. 

(2) 'Precomputed Interest charge' means Interest as computed by the 

add-on, dlscount or other similar method. 

(3) 'Payment period' means the time period within which periodic 

in.'1tallment payments of a loan are due os provided in the agreement governing, or 

the bond, note or other evidence or, the loan. 

(d) If a charge was made to an individual borrower ror premiums ror insuring 

such borrower under an insurance policy pursuant to 5961 or this SUbchapter, then, 

In the event of prepayment, the bank shall refund to such borrower the excess or 

the charge to such borrower thereror over the premiums paid or payable to the 

bank, if such premiums were paid or payable by the bank periodically, or the refund 

ror such Insurance premium received or receivable by the bank, if such premium 

was paid or payable in Il lump sum by the bank, provided that no such refund shalt 

be required if it amonnts to less than live dollars. 

(e) In connection with any prepayment of any loan by an individual borrower, 

the bank may not impose any prepayment charge, except that in the case of a 

residential mortgage loan, the bank may charge and collect any prepayment 
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penalty 01' char~c spccified in the flgrecment l~overning, 01' the hond, note or othel' 

evidence of, the loan, 

(f) The terms of prepayment of any loan made to a hoI'rower' other than an 

individual borrower shall be as the bank and the borrower may agree, 

§970. Refinancing. 

(a) An individual borrower may, with the consent of the bank, refinance the 

entire outstanding lind unpaid amount of II loan, and the bank may charge and 

collect a refinancing cllllrge in connection with any such refinancing. 

(b) For the purpooes of this section, the entire outstllnding and unpaid amount 

of a loan shall he aeemcd to bc: 

(I) If the intcrest "nd pharges in respect of the loan were not tilken in 

advance, the totfll of thc unpaid halancc find the H('crued Ilnd unpaid intere.st lind 

charges on the date of refinancing; or 

(2) If the interest and ellllrges on the loan were precomputed and taken in 

advance, the amount whip/i the horrower would hllve been required to PIlY upon 

prepflyment on the dllte of refinancing pursullnt to §969 of this subchllpter 

governing refund upon prepllymenl. 

§971. Attorneys }ees; collection costs 

(a) In the event an individual borr'ower defaults under the terms of a loan 

lind the bank refers such borrower's account to an attorney (not II regularly 

salaried employee of the bank) for collection, the bank may, if the agrcement 

governing, or the bond, note, or other evidence of, the loan so provides, charge 

lind collect from thc borrower a rClIsonahle attorney's fee and, in IIddi tion, if 

the agrecmcnt l~"v('rninl~, 0" the boud, notc or other evidence of, til<" 10lln so 

provides, thl' I1II III, II1l1y rccover froll1 the Dorrower 1111 court lind other 

I'ollectioll I'o',h /wlunlly illt'IJI'!'cd hy till' hllnk in I'onncclion with II l'ol1l'cliou 

proceeoi nl~' 

S972. Loans t,) nOli -individual horrowers 

This subchnplcr shllll not he oeemcd to prohibit H hank, in conncction with 

II loan to other than an individual borrower, from: 

(I) Extcnding or deferring the scheduled payment of 1111 or Hny portion 

of any installment or instnllmeuts pHyllhle under such loan; 

(2) Permitting prepayment or refillllllcing of SllCh 10lln in whole or in 

part; 
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(3) Charging and collecting any charges in connection with t.he 

matters referred to in paragraphs (I) and (2) of this section; or 

(4) Chargi~ and collecting late or delinquency charges, attorneys' 

fees or collection charges. 

S973. Applicability of other statutes 

The provisions of any other law of this State limiting the rate or amount 

of interest, discount, points, finance charges, service charges or other charges 

which may be charged, taken, collected, received or reserved shall not apply 

to extensions of credit made in accordance with this SUbchapter. 

5974. Non-exclusivity; severability; captions 

(a) The provisions of this SUbchapter are not exclusive and a bank may at 

its option elect to extend credit either pursuant to this subchapter or as 

otherwise permitted by applicable law. 

(b) 1C any provision of this subchapter is held invalid, such invalidity shall 

not affect any other provisions or applications of this subchapter which can be 

given effect without the Invalid provison. 

(c) Section headings and captions contained in this subchapter are Inserted 

only as a matter of convenience and for reference and do not, and shall not be 

construed to, define, limit, extend or describe the scope of the provisions of 

this subchapter or the meaning or intent of any section hereof." 

Section 6. Amend Section llOI, Title 5, Delaware Code, by striking the period at 

the end thereof and adding the following: 

"and by the net Income shown on the books of account of any non-United 

States branch oCCice established pursuant to Section 771 of this chapter in the case 

of a bank or trust company or established pursuant to federal law in the case or a 

national bank, provided that at least 80 percent of the grOS'i income of such 

non-United States branch office constitutes 'income from sources without the 

United States' as defined under Section 862(a) of the Internal Revenue Code of 1954 

as amended or any successor provisions thereto." 

Section 7. Amend Section ll05, Title 5, Delaware Code, by striking such section in 

Its entirety and SUbstituting in lieu thereof the following: 

"SIlOS. Rate of taxation 

The rate of tax upon the net Income a.'l defined in this chapter of banks, 

trust companies and national banks shall be as follows: 8.7'16 of the amount or 
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net income 1I0t in excess of $20,000,000; 6.7% of the amount of net income in 

exce~ of $20,000,000 but not in excess of $25,000,000; 4.7% of th~ amount of net 

incom(' in excess of $2~;,000,000 hut not in ('xcess of $30,000,000; 2. 7'~, of the 

amount of net income in excess of $30,000,000." 

Section 8. Amend Section 2108, Title 5, Delaware Code, by deleting such section in 

its entirety and substituting in lieu thereof the following: 

"S2108. Requirements as to Loans, Interest and other Charges and Terms; 
Deferements, Prepayments and Refinancing 

(a) The holder of any certificate of registration from the State Bank 

Commissioner, granted pursuant to this chapter, and any state b6nk or trust 

company organized under this Code or any other laws of this State, or any 

national bank (without ohtaining such certificate of registration) may lend 

money to any person, firm or corporation in any sum not exceeding $500, to be 

repaid in periodic installments, taking the obligatioll of the borrower 

therefore, with any security that may he acceptable to the lender. Any such 

association, firm, partnership or corporation having a paid-ill capital which is 

not subject to withdrawal and which shall exceed $10,000, may make such loans 

in amounts to anyone borrower in excess of $500, but not exceeding 10% of 

the paid-in capital stock and surplus of such lender. Loan repayments may t>e 

in weekly, monthly or other periodic installments, with the right of the lender 

to declare the entire unpaid balance due and payable in the event of default in 

the payment of any installment for a period of 30 days. On any loan made 

pursuant to this section, the lender may charge and collect interest in respect 

thereof at such daily, weekly, monthly, IInllual or other periodic percentage 

rate or rates Ilnd may calculate such interest by way of simple interest or such 

other method as the agreement governing the loan provides. No charge in 

addition to such interest may be imposed except as hereinafter in this section 

provided. 

(b) On any loan made pursuant to this section, the lender may at any time 

or from time to time permit a borrower to defer installment payments of the 

loan and may, in connection with such deferral, charge and collect deferral 

charges and may also require payment by such borrower of the additional cost 

to the lender of premiums for continuing in force, until the end of such period 

of deferral, any insurance coverage provided in connection with the loan 

pursuant to subsection (d) of this section. 
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(c) A lender may impose a delinquency charge upon all or any portion or 

any Installment or InstaUment!! Pflyable under a loen mllde pur!lllant to this 

!!ection which Is or are In default for a period not less than 10 days; provided, 

however, that no such delinquency charge may be charged or Imposed unless 

the agreement governing the loen so provides and that no more than one such 

delinquency charge may be Imposed in respect of any single such In.,tallment 

payment or portion thereof regardless of the period during which it remains in 

default, and provided further, that no such delinquency charge may exceed 5% 

of the amount of any such Installment or portion thereof In default. 

(d) A borrower may prePflY a loen made pursuant to this section In full ot 

Rny time. If interest in respect of such a loan has been precomputed and tRken 

In advance, then, in the event of prepayment of the entire Indebtednes.'1, the 

lender shall refund to the borrower the unearned portion of the precomputed 

interest charge. This refund shall be in an amount not less than the amount 

which would be refunded If the unellrned precomputed interest charge were 

calculated in Accordance with the actuarial method, except that the borrower 

shall not be entitled to a refund which is equal to or less than one dollar. The 

unearned portion of the precomputed interest charge Is, at the option of the 

lender, either: 

(I) That portion of the precomputed interest charge which Is allocable 

to all originally scheduled or, if deferred, all deferred payment period, or 

portions thereof, ending subsequent to the date of prepayment. The 

unearned precomputed interest charge is the total of that which would 

have been earned for each of such period, or portion thereof, had the loon 

not been precomputed, by applying to unpaid balances of principal, 

according to the actuarial method, an annual percentage rate based on the 

precomputed interest charges, a.'lsuming that all payments were made as 

scheduled, or as deferred, if deferred. The lender, at its option, may 

round this annual percentage rate to the nearest one-quarter of one 

percent; or 

(2) The total precomputed interest charge less the earned 

precomputed interest charge. The earned precomputed interest charge 

shall be determined by applying an annual percentage rate based on the 

total precomputed interest charge, under the actuarial method, to the 
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Ullfll\id hnlRnccs for the /lctulil timp those bnlRnces wcrc Illllllli,1 lip to the 

dllt., of prcpllyll1ent. 

(c) As used ill sllbsectioll (d) of this ~wctioll: 

(I) 'Actuarial method' means the method of allocating payments made 

on a loan betwecn the outstanding balancc of the lORn and interest 

pursuant to which a paymcnt is applied first to the accumulated interest 

and any remainder is subtracted from the outstanding balance of the loan. 

(2) 'Prccomputed interest charge' means interest as computed by the 

add-on, discount or other similar method. 

(3) 'Pnyment period' mcans the timc period within which periodic 

installment pllyments of a loan arc due as provided in the agreement 

governing the loan. 

(0 In conncction with any prepayment of II loan made pursuant to this 

section, the lender may not impose any prepuyment charge. 

(g) Borrower may, with the conmsent of the lender, refinance the entire 

outstanding and unpaid amount of a loan made pursuant to this section, and the 

lender may charge Ilnd collect a refinancmg charge in connection with any 

such refinancing. For the purposes of this section, the entire outstanding and 

unpaid amount of a loan shall be deemed to be: 

(I) If the interest in respect of the JOlin was not taken in Advance, the 

total of the unpaid balance and the accrued and unpaid interest and 

charges on the date of refinancinp,': or 

(2) If the interest on the loan was precomputed lind taken ill advallce, 

the amollnt w~ich the bOI·rower wou!<i have been required to pay, 

disregarding Rny prepayment charge, upon prepayment, 0"1 the date of 

refinancing pursuant to subsection (d) of this section governing r~fund 

upon prepayment. 

(h) In the event II borrower defaults under the terms of a loan made 

pursuant to this section lind the lender refers sllch borrower's account to an 

attorney (not regularly salaried employce of the Icnder) for collection, the 

lender may, if thc agreemcnt governini~ the 10lin so provides, charg<> And 

collect from the borrowcr a reasonable attorney's fee and, in u<ldition, if tne 

agreement governing the loan so provides, the lender may recover all ('ourt 

and other collection costs actually incurred by the lendcr in connection with II 

collection proceeding." 
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Section 9. Amend section 2109, Title 5, Delaware Code, by deleting 8uch section In 

Its entirety. 

Seotlon 10. Amend Section 2W, Title 5, Delaware Code, by deleting 8ubsectlon (c) 

t~t In Its entirety and 8ubstltutlng In lieu thereot the tollowlng: 

"(c) In any action tor the recovery 01' repayment ot the amount loaned under 

this chapter the lender shall be entitled to recover the unpaid principal amount ot 

the loan together with pre-judgment and post-judgment Interest at the rate or 

rates specltled In the agreement governing the loan." 

Section 11. Amend section 2906(h), Title 5, Delaware Code, by deleting the wOl'd 

"$5" in the first sentence thereot and substituting in lieu thereot "$15". 

Section 12. Amend section 2907, Title 5, Delaware Code, by deleting 8uch section 

in its entirety and SUbstituting In lieu thereot the tollowing: 

"12907. Finance Charge 

(a) A retaU seller 01' the holder ot a retail Installment contract may charge and 

collect a tlnanee charge in respect ot a retaU installment transaction and may 

calculate 8uch tinance charge In the manner and at the rate 01' rates speeitied in 

the contract governing the retaU installment transaction. 

(b) Any sales tlnance company may purchase 01' acquire 01' agree to purchase 01' 

acquire trom any 8eller any contract on such terms and conditions as may be 

agreed upon between them. FUlng ot the assignment, notice to the buyer ot the 

assignment, and any requirement that the holder maintain dominion over the 

payments 01' the motOl' vehicle It repossessed shall not be necessary to the validity 

ot a written assignment ot a contract as against creditors, subsequent purchasers, 

pledgees, mortgagees and lien claimants ot the seller. Unless the buyer has notice 

ot the assignment ot his contract, payment thereunder made by the buyer to the 

last known holder ot such contract shall be binding upon all SUbsequent holders." 

section 13. Amend sections 2908 and 2909, Title 5, Delaware Code, by deleting 

such sections in their entirety and substituting In lieu thereot the tollowings 

"12908. Prepayment 

(a) A buyer may prepay the debt due under a retail Installment contract In tull 

at any time. 

(b) It the tlnance charge imposed pursuant to 52907 ot this chapter in respect 

ot a retaU Installment transaction has been precomputed and taken In advance, 

then, In the event ot prepayment ot the entire Indebtedness. the holder shall retund 
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to thc buyer the unearned portion of the precomputed finllJ)('c l~llIlrt':c. This refIHH1 

shall be in I1n amount not less than the alTIount which would be refunded if the 

unearned precomputed finanee charge were calculated in accordance with the 

actuarial method, provided that the buyer shall not be entitled to a refund which 

results in a net minimum finance charge of less than $25, and provided further that 

the holder shall not be required to refund the unearned portion of the finance 

charge if such amount is less than one dollar. The unearned portion of the 

precomputed finance charge is, at the option of the holder, either: 

(I) That portion of the precomputed finance charge which is allocable to 

all originally scheduled or, if deferred, all deferred payment periods, or 

portions thereof, endi'lg subsequent to the date of prepayment. The unearned 

precomputed finance charge is the total of that which would have been earned 

for each such period, 01' portion thereof, had the debt due under the contract 

not been precomputed, by applying to unpaid balances of principal, according 

to the actullrial method, lin annual percentllge rate based 011 the precomputed 

finance charge, o~~l1ming t hat all payments were made as schedUled, or IlS 

deferred, if deferred. The holder, at its option, mllY round this annual 

percentage rate to tile nearest one-quart.er of one percent; or 

(2) The total precomputed finance ~harge less the earned precomputed 

finance charge. The earned precomputed finance charf;e shall be determined 

tJy applying all anmwl percenttlge I'[lte based on the total precomputed finance 

charge, under the actuarial mett>od, to the unpaid balances for the act~!al time 

those balan,~es were LJnpaid up to the date of prepayment. 

(c) As used in subsection (b) of tnis section: 

(I) 'Aetulltial method' meons the mct hod of allocating payments made on l'\ 

debt due undcr 'I I'et,,;i mstllllmcnt contract between the outstanding balance 

of the indebtedfwss and the finance charge r",rSHant to whi ...h CI j)flymet't is 

applied first to tile 1l('(,lImIlJllted finance ctlflrge lim] RIiY remainder is 

subtracted from the outstanding hlilanee 01 the indebtedness. 

(2) 'Payment period' mean,; the time period within wtlich p';riodie 

installment payments of the indebtpdness fIre due Hn,ler the terms of 11 retail 

installment contrlll'!. 

(d) If a charge was made tu buyer for premiums for ill0urnrwc in rcspc('t or B 

retail installment transaction, then, in the evellt .)f prepayment, the holder shall 
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refund to such buyer the excess of the charge to such buyer therefor over the 

premiums paid or payable to the holder. if such premiums were paid or payable by 

the holder periodically. or the refund for such insurance premium received or 

receivable by the holder. if such premium was paid or payable in a lump sum by the 

holder, provided that no such refund shall be required if it amounts to less than one 

.dollar. 

(e) In connection with any prepayment of a debt due under 8 retail installment 

contract by a buyer, the holder may not impose any prepayment charge. 

52909. Deffered installments 

A holder may at any time or from time to time permit Il buyer to defer 

installment payments due under the terms of a retail installment contract and may, 

in conneetioo with such deferral, charge and collect deferral charges and may also 

require payment by such buyer of the additional cost to the holder of premiums for 

continuing in force, until the end of such period of deferral, any insurance coverage 

provided in connection with the contract." 

Seetioo 14. Amend Seetioo 3121, Title 5, Delaware Code, by deleting such section 

in its entirety and SUbstituting in lieu thereof the following: 

"53121. Interest 

A lieensee may charge and collect interest In respect of a secondary 

mortgage loan at such dally, weekly, monthly, annual or other periodic 

pereentae rate or rates and may calculate such interest by way of simple 

interest cr such other method as the agreement governing the loan provides." 

Seetioo 15. Amend 8ectioo 3125. Title 5, Delaware Code, by deleting such section 

In its entirety and substituting In lieu thereof the following: 

"3125. Prepayment 

(a) A borrower may prepay a secondary mortgage loan in full at Ilny time. 

(b) [f interest charged pursuant ot 53121 of this chapter in respect of a 

secondary mortgage loan has been precomputed and taken In advance. then in 

the event of prepayment of the entire indebtedness, the licensee shall refund 

to such borrower the unearned portion of the precomputed interest charge. 

This refund shall be in a amount not less than the amount which would be 

refunded If the unearned precomputed interest charge were calculated in 

accordance with the actuarial method, except that the borrower shall not be 

entitled to a refund which is less than one dollar. The unearned portion of the 

precomputed interest charge Is, at the option of the licensee, either: 
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(I) Thet portion of the precomputed interest charge which is 

IIIIOC/lhic to 1111 originally sehedul.'d or, if deferred, /III d('ferred pllymcnt 

periods, or portion thereof, ending subsequent to the date of prepayment. 

The unearned precomputed interest charge is the total of that which 

would have been earned for each s,lch period, or portion thereof, had the 

loan not been precomputed, by applying to unpaid balances of principal, 

according to the actuarial method, an annual percentage rate based on the 

precomputed interest charges, assuming that all payments were made as 

scheduled, or as deferred, if deferred. The licensee, at its option, may 

round this annual percentage rate to the nearest one-quarter of one 

percent; or 

(2) The total precomputed interest charge less the earned 

precomputed interest charge. The earned precomputed interest charge 

shall be determined by applying an annual percentage rate based on the 

total precomputed interest charge, under the actuarial method, to the 

unpaid balances for the actual time tho.'le bal.allces were unpaid up to the 

date of prepayment. 

(c) As used in subsection (b) of this section: 

0) 'ActuarillJ method' mear,s tht' method of allocating payments 

made on a secondary mortgage lORn lletween the outstanding balance of 

the loan and interest prusuant to which a payment is applied first to the 

accumlated interest and any remainder is subtracted from the outstanding 

balance of the loan. 

(2) 'Precomputed interest charge' means interest as computed by the 

add--on, discount or other similal' method. 

(3) 'Payment period' means the time period within which periodic 

installment Pflyments of a loan are due as provided in the agreement 

governing the loan. 

(d) In connection with any prepayment of a secondary mortgage 10Bn, the 

licensee may not impose any prepayment charge. 

Section 16. Amend SUhchapter IV, Chapter 43, Title 6, Delaware Code, hy striking 

Sections 4315, 4317, 8nd 4319, by renumbering Section 4318 liS Section 4317, and by 

inserting a new Section 43 JS IlS foHows: 
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"4315. Serviee Charges AuthorIzed 

A retail seIler or the holder or a retaIl IlllItallment contraet may charge 

and eolleet a service eharge in re8peet or a retail Installment sale and may 

ealeulate sueh serviee eharge in the manner and at the rate or rates speetried 

In the eontraet governing the sale." 

Seetion 17. Amend Seetion 4322, Title 6, Delaware Code, by deleting sueh seetion 

In its entirety and sUbstituting in lieu thereof the following: 

"4322. Prepayment 

(a) A buyer may prepay the debt due under a reatil Installment eontraet 

In rull at any time. 

(b) If the serviee eharge Imposed pursuant to 54315 of this subchapter In 

respeet of a retail Installment sale has been preeomputed and taken In 

advanee, then, In the event of prepayment of the entire indebtedness, the 

holder shall refund to sueh buyer the unearned portion of the preeomputed 

serviee eharge. This refund shall be In an amount not less than the amount 

whieh would be refUnded If the unearned preeomputed service eharge were 

ealeulated in aeeordanee with the aetuarlal method, exeept that the buyer 

shall not be entitled to a refund which Is less than one dollar. The unearned 

protion of the precomputed service charge Is, at the option of the holder, 

either: 

(I) That protion of the preeomputed service charge whleh is 

allocable to all originally scheduled or, if deferred, all deferred payment 

periods, or portions thereof, ending sUbsequent to the date of 

prepayment. The unearned preeomputed service charge Is the total of 

that which would have been earned for each such period, or portion 

thereof, had the debt due under the retail installment eontract not been 

precomputed, by applying to unpaid balanees, according to the actuarial 

method, an annual pereentage rate based on the precomputed serviee 

charge, assuming that all payments were made as scheduled, or as 

deferred, if deferred. The holder, at its option, may round this annual 

pereentage rate to the to the nearest one-quarter of one percent; or 

(2) The total precomputed serviee charge less the earned 

preeomputed service eharge. The earned preeomputed service eharge 

shall be determined by applying an annual percentage rate based on the 
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total precomputed service charge, under the actuarial method, to the unpaid 

balanc~s for the actual time those balances were unpaid up to the date of 

prepayment. 

(c) As used in subsection (b) of this section: 

(I) 'Actuarial method' means the method of allocating payments 

made on a debt due under a retail installment contract between the 

outstanding balance of the indebtedness and the service charge pursuant 

to which a payment is applied first to the accumulated service charge and 

any remainder is subtracted from the outstanding balance of the 

, indebtedness. 

(2) 'Payment period' means the time period within which periodic 

installment payments of the indebtedness are due under the terms of II 

retail Installment contract. 

(d) 'If a charge was made to a buyer for premiums for insuring such buyer 

in respect of a retail ill.'ltallment contract, then, in the event of prepayment, 

the holder shall refund to such buyer the excess of the charge to such buyer 

theretor over the premiums paid or payable to the holder, if sueh premiums 

were paid or payable by the holder periodically, or the refund for Sl1ch 

insurance premium received or receivable by the holder if such premium was 

paid or payable in a lump sum by the holder, provided that no such retund shall 

be required If it amounts to less than one dollar. 

(e) In connection with any prepayment of a debt due under a retail 

installment contract, a holder may not impose any prepayment charge. 

section 18. Amend section 4324, Title 5, Delaware Code, by deleting such section 

in its entirety and substitllting in Hue thereof the following: 

S4324. Defered lnstlillments 

A holder may at any time or from time to time permit H buyer to defer 

installment payments due under the terms of a retail in.'ltal1:n(>nt contract and 

may, in connection with such deferrlIl, charge and collect deferral charges lind 

may also require payment by such buyer of the additional cost to the holder Of 

premiums for continuing in force, until the end of such period of deferra.l, any 

insurance coverage provided in connection with the contract." 

section 19. Amend Section 4337, Title 6, Delaware Code, by deleting such section 

in its entirety and SUbstituting In lieu thereof the following: 
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54337. Service Charge 

Subject to the other provisions of this sUbchapter 8 retail seller or 

the holder of a retail Installment account may charge and collect a 

service charge computed on the outstanding unpaid indebtedness In a 

buyer's retail installment account and may calculate such service charge 

in the manner and at such dally, weekly, monthly, annual or other periodic 

percentage rate or rates as the agreement governing retail installment 

account provides; provided, however, that If the service charge as so 

computed Is less than one dollar for any month, the holder may charge one 

dollar as a service charge for such month. If the applicable periodic 

percentage rate under the agreement governing a retail installment 

account is other than dally, the service charge may be calculated on an 

amount not in excess of the average of outstanding unpaid indebtedness 

for the applicable billing period, determined by dividing the total of the 

amounts of outstanding unpaid Indebtedness for each day in the applicable 

billing period by the number of days in the billing period. If the applicable 

periodic percetage rate under the agreement governing the retail 

Installment account is monthly, a billing period shall be deemed to be a 

month or monthly If the last day of each billing period Is on the same day 

of each month or does not vary by more than four days therefrom." 

Section 20. Amend Section 933, Title 5, Delaware Code, by deleting the last two 

sentences of subsection (a) thereof and substituting in lieu thereof the following: 

(a) "Any certificate of authority issued by the Commissioner shall be void and 

of no effect if after the expiration of a reasonable period of time, as determined 

by the State Bank Commissioner, such branch is not actually opened for business. 

The Commissioner shall by regulations prescribe the criteria to be applied in 

determining what constitutes a reasonable period of time." 

Section 21. Amend Section 909, Title 5, Delaware Code, by deleting the words 

"orrlcers or employees" in subsection (d) thereof, and substituting in lieu thereof the 

words "executive officers." 

section 22. Delete Section 925, Title 5, Delaware Code, in its entirety. 

Section 23. Amend Title 30 of the Delaware Code by adding a new Part VI to read 

as follows: 
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"PART VI
 

Miscellaneous Taxes
 

56301. Definitions
 

As used in this chapter:
 

(a) 'Affiliated finance company' means a corporation substnntlally all of 

whose activity within this State is limited to the issuance of commercial paper 

or other debt obligations and use of the proceeds to make leans to one or more 

of its affiliated corporations or to purchase receivahles from one or more of 

its affiliated corporations. 

(b) 'Affiliated corporations' means two or more corporations which are 

members of a controlled group of corporations as defined in Section 1563 of 

the Internal Revenue Code of 1954. 

S6~02. License Requirement 

No corporation shall carryon business as an affiliated finance cOmpt"ly lifter 

May I, 1981 without an unexpired Iicen.'le issued by the Secretary of Finance 

authorizing the conduct of such business. The license shall be issued t)y the 

Secretary of Finance for each calendar year. Upon payment of the tax imposed by 

56303 of this Title, the Secretary shall issue the llcen.'lC with respect to each 

calendar year. 

56303. Imposition of Tax 

The tax payable by an affiliated finance compliny shall be in 8ccordanc~ with 

the following table: 

If the capital base is: The annual license fee shall t-Je: 

$0 to $99,999,999.99 $10,000 

$100,000,000 to $224,999,999.99 $15,000 

$225,000,000 to $749,999,999.99 $25,000 

Over $750,000,000 $50,000 

The 'capital base' of an affiliated finance company shall consist of its capitlll, surplus, 

and retained earings, or equivalent accounting terms, as set forth ill the compflny's 

certified financial statements. 

S6304.	 Time of payment of Tax 

The tax imposed hy 56303 shall be due and payable in a single installment on or 

before April 30 of the calendar year with respect to which the licen.'l~ is issued or 

as soon thereafter as the corporation shall commence oper!ltions as fin ,,{filillted 
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finance company as shown on Its certified financial statements for Its flseal year 

ending with or within the Immediately preceding calendar year. 

56305. Other State taxes, exemption 

Notwithstanding Title 30, aD affiliated finance companies being taxed In 

accordance with this chapter shaD be exempt from any oocupationailicense taxes 

Imposed by Part ID of his Title. 

56306. Administrative Provisions 

(a) The Secretary of Finance may publish license and tax forms required In 

furtherance of this chapter. 

(b) As soon as practical after a license applicaton In connection with any 

license under this chapter Is flied, the Department of Finance shaD examine the 

same and verify the correetnelll of the computation of the fee payable thereon and 

ascertain whether or not the amount submitted Is the proper fee. 

(c) If the Department of Finance discovers from the examination of the 

license application or otherwise that the license fee Is not correct, it may at any 

time within tlree years from the expiration date of the license to which the license 

application relates, assess the amount due on the same and give notice to the 

person to which the lice... relates of such ....mentr and at the termination of 

30 days from the date of sUC!h notice, the additional amount due, as determined by 

the Depertment of Finance, sh811 be due and payable unless the person so notified 

or his agent or attorney shall have, within the aforesaid 30 days, flied with the 

Secretary of Finance, a protest In writing over his signature from the assessment 

setting forth the reason for the action. If a written protest is flied, the Secretary 

or his delegate shaD notify the taxpayer of his determination with respect thereto, 
=' .. 

and such determination shaD become final upon the 8llplratlon of 30 days from the 

date such notice Is mailed unless the taxpayer, within such 30 day period, files a 

petition for review with the Tax Appeal Board. If the Secretary or his delegate 

falls to act on any protest within 90 days from the date such protest was filed, the 

taxpayer may consider the protest dIsaI10wed for purposes of flUng a petition with 

the Tax Appeal Board. The limitation of 3 ye.... to the assessment of such 

additional amount due shaD not apply to the assessment of such additional amounts 

due upon returns, license applications which are fraudulent, or where no such 

returns or license applications have been filed. 
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(d) Any person may submit to the Se(!relary of Finance n <!Ialm for refund of.' 
any tax or license fee imposed by this chapter alleged to have been erroneou.'dy or 

illegally assessed or paid or of any Interest or penalty alleged to have been 

collected without authority or of any sum alleged to have been excessive or in any 

manner wrongfUlly collected from such person at any time within 3 years from the 

expiration date of the licerase to which such payment relates or 30 days trom the 

date of payment of any such amount, whichever Is later. If the Secretary of 

Finance or his delegate disallows a claim for refund, in whole or in part, he shall 

notify the taxpayer of such disallowance. Such determination shall become final 

upon the expiration of 30 days from the date such notice was mailed unless within 

such 30 day period the taxpayer files a written protest with the Secretary of 

Finance or his delegate stating the reasons for his objection to the determination. 

If a written protest Is filed, the Secretary or his delegate shall notify the taxpayer 

of his determination with respect thereto, and such determination shall become 

final llpon the expiration of 30 days from the date such notice is mailed unless the 

taxpayer, within such 30 day period, files a petition for review with the Tax Appeal 

Boe.rd. If the Secretlll'y or his delegate fails to act on any claim for refund within 

90 days from the date such claim was filed, the taxpayer may consider the claim 

disallowed for purposes of filing a petition with the Tax Appeal Board. 

(e) Failure to pay the t.axes required under this chapter when due shall SUbject 

the taxpayer to a liability for Interest at the rate of olle percent per month on the 

principal amount due and, unless abated by the Secretary of Fianance, a civil 

penalty of five percent per month upon the principal amount due up to a maximum 

total penalty of one hundred percent of the principal amount due and payable. 

Interest on overpayments of such taxes shall accrue at the rate of one percent per 

month or fraction thereof, such accrual commencing with the 46th day afler the 

taxpayer files a claim for refund of such overpaid taxes. 

Section 24. If any provision of this Act or the application thereof to nny person or 

circumstance Is held invalid, such Invalidity shall not affect other provisions or 

applications of the Act which can be given effect without the inv&lid proviSIOn or 

application, and to that end the provisions of this Act are declared to be severable, 

except that the severability provision set forth in S808 of Chapter 8 of Title 5 of the 

Delaware Code as set forth in Section 2 of this Act shall control as to the severability 

and continued effectiveness of the provisions of said Chapter 8 of Title 5 of the 

Delaware Code. 
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\ ~ .... 

Aet IhaD take effeet Immediately upon la adoption. 8eotlCIIII 8 throua'h 19, In,:lualve or 

thll Aet IhaD become .llectl". Oft June I, 1981. 
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HOUSE BILL NO. 63 3 

Representative Derrickson 
Senator Cordrey; RepH. 
Powell, Sincock, Petrilli, 
Burria J Fallon, Edwards, 
CO~P%z~, Cathcart, 
Harrington, Spence, 
Barnes, Buckworth, Ennis, 
Roy, Plant, George, 
Bennett, Anderson, Dixon, 
Jonkiert, Soles, Jester, 

S~olloway;SenA. Rerndt, 
~air, Cook, Hughes, ~eal; 

Holloway, Murphy, Knox, 
Arnold, Citro, Littleton, 
Adams 

HOUSE OF UPRESDTATIVES 

131ST GDDAL ASSIHBLY 

AN ACT TO AMEND CHAPTER 7 OF TITLE 5 OF THE DELAWARE CODE BY
 
ESTABLISHING THE NUMBER AND QUALIFICATIONS OF PERSONS REQUIRED
 
TO FORM A BANk OR TRUST COMPANY CONTROLLED BY AN OUT-OF-STATE
 
BANk HOLDING COMPANY;BY PlOVIDING rOR THE ISSUANCE OF REGU­

LATIONS BY THE BANk COMMISSIONER ESTABLISHING REASONABLE TIMES
 
FOR THE STARTUP OF A BANk OR TRUST COMPANY OR THE OPENING OF A
 
BRANCH; BY ~ENDING THE REQUIREMENTS REGULATING THE PERCENTAGE
 
OF A BANK'S CAPITAL, SURPLUS AND UNDIVIDED PROFITS WHICH MAY BE
 
INVESTED IN REAL ESTATE; BY DELETINC FROM SECTION 764 (b) A
 
REFERENCE WHICH IS NO LONGER APPLICABLE; BY PROVIDING THAT NO
 
LETTER OF CREDIT SHALL BE CONSTRUED AS A GUARANTEE; AND BY
 
AUTHORIZING THE ESTABLISHMENT OF BRANCH OFFICES WITHOUT THE
 
STATE OF DELAWARE.
 

BE IT ENACTED BY THE GENBRAL ASSEMBLY or THE STATE OF DELAWARE, 
TWO-THIRDS OF ALL MEMBERS ELECTED TO EACH HOUSE THEREOF CONCURRING 
HEREIN: 

Section 1. Amend Section 722, Title 5, Delaware Code,
1 

by deleting such section in its entirety and substituting in lieu 
2 

thereof tbe following:
3 

"1722. Incorporators; number and qualifications.
4 

5 Fifteen or more persons being citizens of this 

6 State and of lawful age who associate themselves by 8 

7 written agreement, hereinafter called 'articles of 

8 association,' for the purpose of forming a bank or trust 

9 company may, upon compliance with the provisions of this 

EDINB: •• 
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I chapter, bec~e a corporation, with the powers conferred 

2 by this chapter and subject to the regulations prescribed 

3 by this chapter and subject alao to the regulations pre­

4' scribed fgr banka and trust companies by any general 

5 statute of this State; pr&Vided, however, that the arti­

6 clea of association of any bank or trust company that, in 

7 the opinion of tbe Commissioner, is hereafter formed as a 

8 part of a planned acquisition of atock in a bank located 

9 in thia State by aD out-of-state bank holding company as 

10 def~ned in 1801 of thia title ahall require the association 

11 of anly tbree peraona, two of whom must be citizens and 

12 rea~denta of this State." 

13 Sectt~n 2, ~end Section 734, Title 5, Delaware Code, by 

14 deleting auch aection in ita entirety and aubstituting in lieu 

15 thereof the following: 

16 "1734. Revocation af Charter for Failure to Commence 
17 lusineae within a Reaeonable Time. 

18 Every corporation cr.ated under this chapter shall, 

19 after the expiration of a reas~nable time from the date 

20 of ite, incorporation, ea deterlllined by the State Bank 

21 C~iasioner, be actively eDsaged in the business for 

22 which it was created or it. certificate of incorpor­

23 ation and corporate frenchise shell be deemed and held 

24 to be revoked. The Commissioner ehall by regulations 

25 prescribe the criteria to be applied in determining 

26 what constitutes a reasonable period of time." 
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1 Section 'I, Amend S.'.' I 1011 76'1, 1'11.1t, 'j, lll'lllwlIl"(' 

2 Code, by deleting the words "25 percent of its capital actu­

3 ally paid in and its surplus account" and substituting therefor 

4 the words "SO percent of its capital, surplus and undivided 

5 profit accounts" in the first sentence thereof and by deleting 

6 the words, "The amount of any mortgage on real estate owned by 

7 the corporation directly or indirectly and in whole or in part 

8 used by it in the transaction of its business, and" from the 

9 second sentence thereof. 

10 Section 4. Amend Section 764(b). Title 5. Delaware 

11 Code, by deleting the words "or to the Reconstruction Finance 

12 Corporation" therefrom. 

13 Section 5. Amend Section 767, Title 5, Delaware 

14 Code, by deleting the period at the end of paragraph (1) of 

15 that section, and adding the following: 

16 ", provided that no letter of credit as defined in section 

17 5-l03(1)(a) of title 6 and no standby letter of credit as 

18 defined herein shall be construed to fall within the prohi­

19 bition of this section. As used herein, the term 'standby 

20 letter of credit' includes every letter of credit (or simi­

21 lar arrangement however named or designated) which represents 

22 an obligation to the beneficiary on the part of the issuer 

23 (i) to repay money borrowed by or advanced to or for the 

24 account of the customer or, (ii) to make payment on account 

25 of any evidence of indebtedness undertaken by the customer, 

26 or (iii) to make payment on account of any default by the 

27. customer in performance of an obligation. The term 'benefi­

28 ciary,' 'issuer' and 'customer' as used herein have the same 

29 meaning as in section 5-l03(a) of title 6." 
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I Section 6. Amend Section 770(a). Title 5, Delaware 

2 Code, by deleting the last two sentences thereof and substi­

3 tuting in lieu thereof the following: "Any certi ficate of 

4 authority issued by the Commissioner shall be void and of no 

5 effect if after the expiration of a reasonable period of time, 

6 as determined by the State Bank Commissioner. such branch is 

7 not actually opened for business. The Commissioner shall by 

8 regulations prescribe the criteria to be applied in deter­

9 mining what constitutes a reasonable period of time." 

10 Section 7. Amend Chapter 7 of Title 5. Delaware 

11 Code, by inserting a new Section 771 as follows: 

~ 

12 "1771. Foreign Branch Offices. 

13 (a) Any bank or trust company having a paid-in capital 

14 and surplus exceeding One Million Dollars ($1,000,000) or 

15 more may open branch offices or places of business without 

16 the State of Delaware. in the United States of America, or 

17 its possessions or in foreign countries upon issuance of a 

18 certificate of authority by the State Bank Commissioner and 

19 upon such conditions and under such regulations as he may 

20 prescr1 be. 

21 (b) If any bank or trust company has opened and occu­

22 pied a branch office in a foreign country pursuant to the 

23 provisions of paragraph (a) of this section, it may, unless 

24 otherwise advised by the State Bank Commissioner, open and 

25 occupy an additional branch office or branch offices in such 

26 country without having to apply for the approval of the 

27 Commissioner provided that it gives the Commissioner notice 

28 of at least thirty (30) days (or such shorter period as he 

29 in individual cases may approve) before opening and occupying 

30 any such additional branch office. 
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1 (c) A fee of Five Hundred Dollars ($500) for the 

2 issuance of each certificate contemplated by subsection (a) 

3 of this section shall be required by the State Bank Commis­

4 sioner before issuance of such a certificate." 

5 Section 8. If any provision of this Act or the 

6 application thereof to any person or circumstance is held 

7 invalid, such invalidity shall not affect other provisions 

8 or applications of the Act which can be given effect without 

9 the invalid provision or application, and to that end the 

10	 provisions of this Act are declared to be severable. 

11 Section 9. This Act shall take effect immediately 

12	 upon its adoption. 

SYNOPSIS 

1.	 Number and Qualifications of Incorporators 

Section 1 of the Bill amends present Section 722 of Title 
5 of the Delaware Code by reducing to three the number of 
persons required to establish a bank or trust company which, 
in the opinion of the State Bank Commissioner, is formed after 
the effective date of this Bill as a part of a planned acquisi ­
tion of stock in a Delaware bank by an out-of-state bank holding 
company. 

2.	 Reasonable Time for Startup of a Bank or Trust Company 
or the Opening of a Branch 

Sections 2 and 6 together provide that a bank or trust 
company shall be allowed a "reasonable time," as determined 
by the State Bank Commissione!", for the startup of business 
or for the opening of a branch, in lieu of the 6 month 
period under present law, which time period may be extended 
by the Commissioner. The Commissioner shall by regulations 
prescribe the criteria for determining a reasonable time. 
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). Real Estate Owned by Banke 

Section 3 of the Bill provides that the percentage of 
capital which a bank or trust company may invest in real 
estate suitable for the conduct of its business is increased 
from 25 percent of its capital and surplus to 50 percent of 
its capital, surplus and, undivided profit, and that mortgages 
on real estate owned by a bank shall not be included in 
computing this percentage. ' 

4. Deadwood Amendment 

Section 4 of the Bill removes an obsolete reference to 
the "Reconstruction Finance Corporation" contained in Section 
764(b) of Title 5. 

5. Letters of Credit not to be Construed as Guarantees 

Section 5 of the Bill provides that letters of credit and 
standby letters of credit issued by banks or trust companies
shall not be construed as guarantees. 

6. Foreign Branch Offices of Banks 

Section 7 of the Bill permits any bank or trust company 
to open branch offices outside the State of Delaware upon 
issuance of a certificate of authority by the State Bank 
C01IIDissioner. 

"'f
Authors: Horris, Nichols, Arsht & Tunnell 
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THE GENERAL ASSEMBLY OF PENNSYLVANIA
 

SENATE BILL
 
Session ofNo. 409 1981 

INTRODUCED BY JlJBE:LIRER, ZEMPRE:L:LI, STAUFFER, KOOHE, HELFRICK, 
FISHER, :LYNCH, ROSS AND KUSSE, FEBRUARY 24, 1981 

AS REPORTED FROM COMMITTEE O~ BUSINESS COMMERCE, HOUSE OF 
REPRESENTATIVES, AS AMENDED, JUNE 17, 1981 

AN ACT 

1 
2 
3 
4 

permittinq for a limited time amounts in addition to the 
statutory limits imposed upon certain interest rates, service 
charges and finance charges upon loans and extensions of 
credit. 

5 The General Assembly of the Commonwealth of pennsylvania 

6 hereby enacts as follows: 

7 Section 1. This act shall be known and may be cited as the 

8 "Consumer Access to Credi tAct ... 

9 Section 2. Notwithstanding the provisions of any act to the 

10 contrary, including but not limited to the act of January 30, 

11 1974 (P.:L.1J, No.6), referred to as the :Loan Interest and 

12 Protection Law and the limits heretofore imposed by the 

13 following statutes or sections of statutes upon the maximum 

14 rates OR AMOUNTS of interest, service charges and finance <­

15 charqes permitted to be charged upon loans and extensions of 

16 credit, a creditor or seller is permitted to impose and collect 

17 the additional amounts described in section 3 of this act for 

18 loans and extensions of credit made during the period commencing 



5

10

15

20

25

30

-
1 with the effective date of this act and ending ~ovember 30, 

2 1984: 

3 (1) sections 13 and 17.1 of the act of April 8,· 1937 

4 (P.L.262, No.66), known as the "Consumer Discount Company 

Act." 

6 (2) Section 19 of the act of September 20, 1961 

7 (P.L.1548, No.656), known as the "Credit Union Act." 

8 (3) Sections 301 and 307 of the act of August 14, 1963 

9 (P.L.1082, No.464), known as the "Home Improvement Finance 

Act." 

11 (4) Sections 309, 316, 317, 318 and 506 of the act of <­

12 November 30, 1965 (P.L.847, No. 356) , knololn as the "Banking 

13 Code of 196';." 

14 (5) Sections 303 (h), 50 1,~4G4 904 AND 906 of the act <­

of October 28, 1966 (1st Sp.Sess., P.L.55, No.7), known as 

16 the "Goods and Services Installment Sales Act." 

17 (6) Sections 918, 919 and 920 of the act of December 14, 

18 1967 (P.L.746, No.345), known as the "Savings Association 

19 Code of 1967." 

(7) Sections 9 and 15 of the act of December 12, 1980 

21 (P.L.1179, No.219), known as the "Secondary l'Iortgage Loan 

22 Act." 

23 (8) Section 19 of the act of June 28, 1947 (P.L.l110, 

24 NO.476), known as the "l'Iotor Vehicle Sales Finance Act." 

(9) section 12 of the act of April 6, 1937 (P.L.200, 

26 No.51), known as the "Pawnbrokers License Act." 

27 Section 3. In transactions entered after the effective date 

28 of this act and prior to its termination, a creditor or seller, 

s~~~te6 lis~94~&eG~&&-~ may charge interest and service 
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. 1~ 'an~ financ~ cfiarges in addition to those permitted by the 
~ 

2 • statutes or sections of statutes listed in CLAUSES (1) THROUGH <­
, .. 

3 (9) OF section 2 at an annual rate not in excess of ~ 801 of <-­

4 the average of the daily market yields e& ADJUSTED TO CONSTANT <-­

MATURITIES FOR three-year United States Treasury securities 

6 determined as follows: On or before the 15th day of the month 

7 following the date of approval of this act and the 15th day of 

8 each third month thereafter, the Secretary of Banking shall 

9 announce and promptly thereafter publish in the Pennsylvania 

Bulletin the average of the daily market yields and the 444 801 <­

11 limit ~ ADJUSTED TO CONSTANT ~ATURITIES FOR the average on <-­

12 three-year United States Treasury securities, determined by him 

13 through publications of Federal agencies or any other method he 

14 deems reliable, in the three calendar months last preceding the 

date of the announcement. SUCH AVERAGE SHALL BE THE MAXIMU~ <-­

16 ANNUAL RATE OF THE ADDITIONAL INTEREST. SERVICE OR FINANCE 

17 CHARGE WHICH A CREDITOR OR SELLER MAY COLLECT, SUBJECT TO 

18 SECTION 4. FOR INDEBTEDNESS OUTSTANDING IN A PERIODIC BILLING 

19 CYCLE OF A REVOLVING CREDIT ACCOUNT WHICH BEGINS, OR FOR 

INDEBTEDNESS INCURRED AS TO ANY OTHER TYPE OF CREDIT. DURING THE 

21 THREE CALENDAR MONTHS NEXT FOLLOWING THE DATE OF EACH QUARTERLY 

22 ANNOUNCEMENT. 

23 Section ~. (a) This act shall not author ize a credi tor or 

24 seller to increase the interest rate. service charge or finance 

charges or to increase the minimum periodic installment payments 

26 applicable to indebtedness incurred before the effective date of 

27 this act AND SHALL NOT AUTHORIZE AN ISSUER OF A CREDIT CARD <-­

28 WHICH IS PRIMARILY ENGAGED AS A SELLER OR DISTRIBUTOR OF 

29 GASOLINE TO CHARGE ANY AMOUNT OTHER THAN AS PROVIDED BY LAW 

BEFORE THE EFFECTIVE DATE OF THIS ACT. 
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1 (b) A creditor OR SELLER may, at any time and froptime td 
~ 

2 time, change the interest rate, se~vice charge o~ finance charge . ,... 

3 o~ the minimum pe~iodic installment payments governing a credit 

4 card o~ othe~ revolving c~edit plan as provided in sections 2 

and 3. If the interest rate, se~vice charge o~ finance charge 

6 will decrease as a result of the publication of the th~ee-.onth 

7 publication of the 60% limit on the average of the daily market 

8 yield on three-year United States Treasury securities, the 

9 creditor or seller shall a4~~&a~.If decrease his interest <­

rate, service charge or finance charge BEGINNING WITH THE HEIT <-­

11 PERIODIC BILLING CYCLE to a limit no greater than the pUblished 

12 limit for that particular three-month period. Any decrease shall 

13 apply to all indebtedness incu~red from the effective date of 

14 this act to the effective date of the decrease, and shall remain 

so until such decrease is amended by a newly pUblished limit by 

16 the Secretary of Banking. If the amendment will increase the 

11 interest rate, service charge or finance charge, or the mini.u. 

18 amount of periodic installment payments, to be paid by the 

19 customer, the amendment shall be made (AND ANY OTHER A"EHDftEHT <-­

"AI BE MADE) in compliance with the following conditions: 

21 (1) The creditor or seller shall mail OR DELIVER to the <-­

22 customer a written notice which shall describe the amendment 

23 and the existing terms of the agreement affected by the 

24 amendmen t and specify tile effective da te of the amen dm en t 

which shall be not less than 30 days afte~ the date of the 

26 notice and not less than 120 days after the effective date of 

21 a prior amendment made pursuant to this sectioD by which the 

28 interest rate, service charge or finance charge was 

29 increased. 

(2) The amendment shall become effective, and the Dotice 
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1, ., fshall s~ state, only if the customer, or person authorized by 

2· the cbstomer, uses the plan by incurring indebtedness after 
~ 

3 the date specified in the notice or otherwise agrees to the 

4 allendment but in no event shall such amendment take effect 

5 with respect to that portion of the outstanding indebtedness 

6 froll billing period to ,billing period which represents 

1 indebtedness incurred prior to the first day of the billing 

8 period in which the customer, or person authorized by the 

9 customer, uses the plan after the date specified in the 

10 Ae~iQe 9f a.~84.eB~ .aileQ FIRST NOTICE MAILED OR DELIVERED <­

11 pursuant to this section or otherwise agrees to the 

12 aaendment. 

13 (3) The notice shall state that a customer to whom an 

14 amendment does not become applicable under this section may 

1S pay all outstanding amounts under the terms of the agreement, 

16 including times and amounts of payments, without the 

11 amendment. 

18 (4) payments and other credits applied to a revolving 

19 credit account after an amendment has become effective shall 

20 be applied in the manner set forth in the agreement. 

21 (c) Any creditor or seller may apply an amended interest 

22 rate, service charge or finance charge to any indebtedness 

23 incurred after the effective date of this act as long as the 

2" following condition is followed: an irrevocable notice must be 

2S filed with the secretary of the Department of Banking stating 

26 that the creditor or seller shall apply all outstanding 

21 indebtedness incurred after the effective date to the new 

28 interest rate, service charge or finance charge whether it be 

29 increased or decreased. Otherwise, a creditor or seller shall 

30 maintain any indebtedness incurred after the effective date of 
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1 this act at each newly amended interest rate, service ~char'g~ o~ 

2 finance charge established, and no amended rate shall. apply to.­

3 indebtedness incurred before the effective date of the 

ij amendmen t. 

Section 5. Nothing in this act shall be construed as: 

6 (1) affecting any power or authority of any regulatory 

7 agency under the laws of the Commonwealth or as repealing or 

8 affecting the requirements or conditions of existing laws for 

9 licenses, permits, authorizations or regulatory approvals to 

engage in extending credit or granting loans; or 

11 (2) granting to any institution, creditor or other 

12 person any power or authority to make any loan or extension 

13 of credit which it is not otherwise authorized to make under 

14 the laws of the Commonwealth. 

Section 6. This act shall not affect existing Federal and 

16 State laws relating to loans for the first mortgage for the 

17 purchase of the borrower's principal residence. 

18 Section 7. (a) The maximum interest rates, service cbarges 

19 or tinance charges for any indebtedness incurred subsequent to 

the termination of this act whether made through a loan or a 

21 credit extension shall be the maximum rates of interest, service 

22 charges or finance charges imposed heretofore by the acts and 

23 sections of the acts referred to in section 2. 

(b) The interest rate, service charges or finance charges 

established for any loan or extension of credit made under the 

26 provisions of this act shall remain in force and effect until 

27 satisfied in full for any balance on such loan or extension of 

28 credit remaining upon the termination of the act unless altered 

29 by the creditor or seller with proper disclosure for the debtor. 

section 8. Compliance with tme Federal Truth-in-Lending Act 
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1, afl~ regul~tions thereunder shall constitute compliance with all 
".. ' .,
i'{disclos~~~ requirements under pennsylvania law in transactions 

3 
.'

,within the coverage of this act. 

4 Section 9. The Secretary of Banking shall monitor the 

interest rates, service charges and finance charges imposed upon 

6 loans and extension of credit affected by this act. The 

1 secretary of Banking shall report to the Legislature no later 

8 than January 1, 1983 as to: 

9 (1) the degree of competition among the sellers and 

creditors in making loans and extending credit; 

11 (2) the interest rates, service charqes and finance 

12 charges being assessed on loans and extensions of credit and 

13 their reflection upon the market conditions; and 

14 (3) the access to credit for consumers as affected by 

the interest rate, service charge and finance charge ceilings 

16 herein. 

11 The Secretary of Banking shall make a second report to the 

18 Legislature 00 later than March 31, 1984 as to whether or not 

19 the interest rate, service charge and finance charge ceilings as 

provided herein shall continue or whether, with respect to 

21 individual types of loans or extensions of credit affected by 

22 this act, the statutory ceilings in existence before the 

23 effective date of this act shall be reimposed. This report shall 

24 also contain the same information required in the first report 

as delineated above in this section. 

26 Section 10. Notwithstanding the definition of "racketeering 

21 activity" contained in 18 Pa.C.S. § 911 (h) (1) (lv) and the 

28 provisions of 18 Pa.C.S. § 911 (b) (relating to corrupt 

29 organizations), any instituti~n or creditor operating under 

authority of this act may charge such interest rates, service 
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1 charges or finance charges on loans and extensions.. of credit. a~ 

2 

3 

may be authorized under this act. 

section 11. This act shall take effect in 30 

r ,. ,. f 

\ -_. } > J. 

. 
days. This a~t 

.. 

~ shall terminate on November 30, 1984. 

I 
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