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NOTE- THIS DOCUMENT suows PROPOSED AMENDMENTS IN
CONCEPTUAL FORM. THE LANGUAGE AND.YTS PLACEMENT IN THE
OFFICIAL AMENDMENT MAY DIFFER. ,
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EXPLANATIO?\ Matter in (I) b!ue bold Itallcs 1s new Ianguage in the original
bill; (2)- giegn {mld ;iaize ﬂ:zderﬁnmg is néw laﬁguage proposed in this
amendment (3} _ gl is deleted. 1anguage in‘the original Bill; (4) green

d e-stziloth .==—-=- 15 language proposed to be deleted in this amendment

and (5) green baifi dashed g:agemn;u, is de[e.ted language in the ongmnl bill
that is proposcd to be retamed in this amendment. ‘

AR L e -.3:'1 <

. THE PEOPLE OF THE STATE OF NEVA REP
SENATE AN‘D ASSEMBLY, D@EN ACT AS' FOLLOWS:

Section 1. ' Title 52 of NRS i is hereby amended by adding thereto a
few chapter to consist of the provisjons set forth as. sectiens 2 to 74,
inclusive; of this act.

Sec. 2. - As used in: this cimpter, nnless -the .context otherwise

requires, the words and terms defined In' sections 3 10 21, inclusive, of

- this acthave the: meanings ascribed o themin those sections.

Sec. 3. “Cas!tmg neans. provxdmg currency or. a negotiuble
Instriment in exchange for.a check, :

See. 4. 1. “Check” means:

(a) A drafi, other. tkzm a documentary -dr qﬁ‘, payable on dﬂmand and
“drawn on a banl; or:

) A cashrer 'S check or teller 's-check, .

2. Awinsirumént may be a chick éven though it is described o its
face by another term, such as “money order.”

Sec. 5. “Check-cashing service” means any persoin .engaged in the
business of cashing checks for a fée, service charge or oflter
consideration.
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Sec. 6. “Commissioner” weans the Commissioner of Financial
Institutions. .

Sec. 7. “Customer” means any person who receives or attempls 10
receive check-cashing services, deferred deposit loan services, short-ferim
loan services or title loan services from another person.

Sec. 8. 1. “Defaunlt” means the failure of a customer to:

(a) Make a scheduled payment on ¢ loan on or before the dne date
for the paymtent under the terms of a lawful loan agreement and any
grace period that complies with the provisions of section 23 of this act or
under the terns of any lawful extension emrepmentplan relating to
the lpan and any grace period that comnplies with the provisions of
section 23 of this act; or

(b) Pay a ioan in full on or before: x - o _

(1) The expiration of the initial loan period as set forth in a lawful
loan agreement and any grace peri
of section 23 of this act; or

(2) The due date of any lawful extension or repéy_u_:emj plan’

relating to the loan and any grace period that complies with the
provisions of section 23 of this act, provided that the. due date of the
extension or repaynient plan is not later than 8 weeks after the expiration
of the initial loan period.

Detete referetice to
“repaymient plan.” -Same
change is inade in Section 44. .

od that complies with the provisions

2. A defanlt occurs on the day immediately following the date of the '

customer’s failure to perform as described in subsection 1.

Sec. 9. “Deferred deposit loan” ineans a transaction in which,
pursuant ta a written agreement;

1. A customer tenders to another person: ‘

(a) A personal check drawn upon the acconnt of the customer; or

(b) Written authorization for an electronic transfer of money for a
specified amount from the acconnt of the castomer; and

2. The other person: . : ‘

(a) Provides to tlre customer an amount of money that is equal to the
face value of the check or the amount specified in the written
authorization for an electronic transfer of money, less any fee charged
for the transaction; and : e .

(b) Agrees, for a specified period, not to «cash the check or exechite
the electronic transfer of money for the amount specified in the written
authorization. : . ,

Sec. 10. “Deferred deposit loan service” means qny persoi engaged
in the business of making deferred deposit loans for a fee, service charge
or other consideration. :

Sec. 11. *“Electronic transfer of money” means arny transfer of
money, other than a transaction initiated by a check or other similar
instrument, that is initiated through an electronic terminal, telephone,
computer or magnetic tape for the purpose of ordering, instructing or
authorizing a financial institution to debit or credit an accouril.

*PROPOSED AMENDMENT TO A§\384__R1*
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See. 12. 1. “Extension” means any extension or rollover of a loan
beyond the date on which the loan is required to be paid in full under the
original terms of the loan agrecinent, regardless of the name given to the
extension or roflover. :

2. The term does not include a grace period. ,

Sec, 13. “Grace period” means any period of -deferment offered

gratuitously by a licensee to a custonter if the licensee complies with the

provisions of section 23 of this act. _

Sec. 14, “Licensee” means any person who has been issued one or
more licenses to operafe a check-cashing service, deferred deposit loan
service, short-texm loan service or title' loan service pursugnt-to the
provisions of this chapter.

Sec. 15. “Loan” means any deferred deposit loan, shori-term Joan,

or title loan, or any extension or repaywietit plan relating to such a loan,

made at any location or through any method, including, without
limitation, at a kiosk, through the Internet, through any telephone,
facsimile machine or other telecommunication device or through any
other machine, network, system, device or Hreans.

Sec, 16. “Motor vehicle” has the meaning ascribed to it by the
Commissioner pursiant to section 28 of this act.

Sec. 17. 1. “Short-term loan” means a loan nade to a customer
pursuant to a loan agreement which, under its original terms: - '

(@) Churges R e i g Segtior=ther

sep—eatenlated—as—e inadl-proreeniagerate—ts_ o annl

3 = 2

percentage rale of more than 40 percent; and

(5) Requires the loan to be paid in full ir less than Lvesr |8 months.

2. The term does not include: cE ' .

(a) A deferred deposit loan; or

(k) Attle loan. ‘ _

See, 18. “Short-term loan service” means any person engaged In
the business of providing short-term loans for a fee, service charge or
other consideration, _

See. 19. 1. “Title loan” means a loan made fo a customer wio
secures the loan with the fitle to a motor vehicle and who gives
possession of the title to the person ‘making the loan or to any agent,
affiliate or subsidiary of the person. : :

2. The ferm dees not_include g loan which creafes o purciase
money secarity intergst in g motor vehicle or the refingnce of any such
Toan, The-tersedoespot-iuelndegtopn-wihich-issee ; .

Revise the definition of
a “shori-term loan.”

Revise the definition of a
“title loan.”
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Sec. 20. “Title loan service” wieans any person engaged in the
business of providing tifle loans for a fee, service charge or other
consideration, :

See. 21.  “Title to a motor vehicle” or “title” means a certificate of
title issued by the Department of Motor Velticles that identifies the legal
owner of a motor vehicle or any similar document issued pursuant to the
laws of another jurisdiction.

NEW SECTION

Tinless oiherwise specifically provided hereln, the deems “aunngl
percentuge rate, ‘finance charge,” “amownt financed,” “total _of
pavinents,” anid_“payrienl_schedule” have the pieaninss given o fhe
ander the federal Truth in Lending Act, 13 ST, 881601 ¢f seq., and
Bepulation 7, 12 LR 226, and proper celculation of the gnnual

et

percentage yole, finance clherge, ang amouit financed shafl be in
sccordance therewith,

Sec, 22. The provisions of this chapter apply to any person wito
seeks to evade its application by any device, subterfuge or pretense,
including, without limitation, calling a loan by any other name or using

any agents, affiliates or subsidiaries in un attempl (0 avoid the

application of the provisions of this chapter.

Sec. 23. The provisions of this chapter do not prohibit a licensee
from offering a customer a grace period on the repayment of a loan,
except that the licensee shall not charge the customer:

1. Any fees for granting such a grace period; o¥

2. Any additional fees or additionad interest on the outstanding loan
during such a grace period.

Sec. 24. 1. The provisions of this chapter must be interpreted 50
as to effectuate their general purpose fo provide for, to the extent
practicable, uniform regulation of the loans and wransactions that are
subject to the provisions of this chapter.

2. If there is a conflict between the provisions of this chapter and
the provisions of any other general law regulating loans and similar
transactions, the provisions of this chapter control.

Sec. 25. This chapter or any part thereof may be modified,
amended or repealed by the Legislature so as o effect a cancellation or
alteration of any license or right of a licensee under this chupler,
provided that sucl cancellation or alteration shall not impair or affect
the obligation of any preexisting Tawful loan agreement between any
licensee and any custormer.

Sec. 26. Any loan lawfully made outside this State as permitted by
the laws of the state in which the loan was made may be collected or
otherwise enforced in this State in accordance with its terms. o

Sec. 27. The provisions of this chapter do not apply 10:

*PROPOSED AMENDMENT TO, AB384_R1*

Add a new section to clarify
the meaning of certain
tertns under the acl.

"Clarification of reference to
fees or interest.
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1. A person doing business pursuant to the authovity of any law of
this State or of the United States relating to banks, savings barnlks, trust
companies, savings and loan associations, credit unions, development
corporations, morigage brokers, morigage bankers, thrift compaiies or
insurance companies.

2. A person who is primarily engaged in the retail sale of goods or '

services who:

(a) As an incident to or independently of a retail sale or service, from
time to time cashes checks for a fee or other consideration of not more
than 32; and

{5) Does not hold himself out as a check-cashing service.

3. A person while performing any act authorized by a license issued
pursuant to chapter 671 of NRS.

4. A person who holds a nonrestricted gaming license issued
pursuant to chapter 463 of NRS while performing any act in the course
of that licensed operation.

5. A person who is exclusively engaged in a check-cashing service
relating to ont-of-state checks.

6. A corporation organized pursuant to the laws of this State that
has been continuously and exclusively enguged in a check-cashing
service in this State since July 1, 1973.

7. A pawnbroker, unless the pawnbroker vperates a check-cashing
service, deferred deposit loan service, short-term loan service or title loan
service,

8. Areal estate investment trust, as defined in 26 U.S.C. § 856,

9, An employee benefit plan, as defined in 29 US.C. § 1002¢3), if
the loan is made dlrectly front money in the plan by the plan’s trustee.

10, An attorney af law rendering services in the performance of his
duties as an attorney at law if the loan is secured by real property.

11. A real estate broker rendering services in the performance of his
duties as a real estate broker if the loan is secured by real property.

12. Any firm or corporation:

fa) Whose principal purpose or acti
property whicl is secured by a morigage;

(b) Approved by the Federal National Mortgage Association as a
seller or servicer; and

f¢) Approved by the Department of Housing and Urban Development
and the Department of Veterans Affairs.

13. A person who provides money for investment in loans secured
by « lier on real property, on his own account.

14, A seller of real property who offers credit secured by a morigage
of the properiy sold.

Sec. 28. 1. The Commissioner shull adopt by regulation a
definition of the term “motor vehicle” as that term Is used in the
definition of “title loan” for the purposes of this chapter.

vity is lending money on real

*PROPOSED AMENDMENT TO AB384_R1* APP
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2 The Commissioner may establish by regulation the fees that a
licensee who provides check-cashing services may impose for cashing
checks.

3. The Commissioner shall adopt any other regulutions as are
necessary to carry out the provisions of this chapter.

Sec. 29. 1. A person, including, without limitation, a person
licensed pursuant to chapter 675 of NRS, shall not operate a check-
cashing service, deferred deposit loan service, short-term loan service or
title loan service unless the person is licensed with the Commissioner
pursuant to the provisions of this chapter.

2. A person must have a license regardless of the location or method
that the person uses lo operale such a service, including, without
limitation, at a kiosk, throngh the Interntet, through any telephone,
facsimile machine or other telecommunication device or through any
other machine, network, system, device or means.

See. 30. 1. A licensee shall post in a conspicuous place in every
location at which he conducts businéss under his license, a notice that
states the fees he charges for providing check-cashing services, deferred
deposit loan services, short-term loan services or title loan services.

2. If a licensee offers loans to customers at a kiosk, through the
Internet, through any telephone, facsimile michine or other
telecomniunication device or through any other machine, network,
system, device or means, e licensee shall, as appropriate to the location
or method for making the loan, post in a conspicuous place where
customers will see it hefore they enter into a loan, or disclose in an open
and obvious manner to customers before they enter into a loan, a notice
that states:

(a) The types of loans the licensee offers and the fees he charges for
making each type of loan; and o

(b) A list of the states where the licensee is licensed or authorized to
conduct business from outside this State with customers located in this
State.

3. A licensee whe provides check-cashing services shall give writient
notice to each customer of the fees he charges for cashing checks. The
customer must sign the notice before the licensee provides the check-
cashing service.

Sec. 31, 1. Before making any loan to a customer, a licensce shall
provide fo the custoner 4 written loan agreement which may be kept by
the customer and which must be writter fn:

(a) English, if the transaction s conducted in English; or

(b) Spanish, if the transaction is conducted in Spanish.

2. The loan agreement must include, without limitation, the
following information: '

(a) The name and address of the Hicensee and the customer;

(b) The date of the loan;

*PROPOSED AMENDMENT ngAB384_R1*
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(c) The nature of the security for the loan, if any;

(d) The amount of the loan obligation, including, without limitation,
an itemization of the interest, charges and fees the customer must pay if
the llcensee makes a loan to the customer; ,

(2) The description ar schedule of payments on the loan;

(0 A disclosure of the right of the customer to rescind_g loan .

pursnant to the provisions of this chapter; S _

(g} A disclosure of the right of the customer to pay his loan in full or
in part with no additional charge pursuant to the provisions of this
chapter; .

() Disclosures required for a similar traxisaction by the federal
Truth in Lending Act, 15 U.S.C. §§ 1601 et seq.; and .

(i) Disclosures required under any other applicable state statute or
regulation.

i A disclpsure that the customer has the opportupity {0 enier 1o a
repayment plan of at least foar (1) equal ponthly installments within 30
davs of defaulting before any civil action or allersiative dispute resolution
process mey be conmenced, . o '

Sec. 32. 1. If a customer defaults on. a loan, the licensee may
collect the debt owed to the licensee only in a professional, fair and
lawful manner. When collecting such a debt, the licensee must act in

accordance witl and must not violate sections 803 to 812, inclusive, of

the federal Fair Debt Collection Practices Act; 15 U.S,C. §§ 16924 o
1692], inclusive, even if the licensee: is not otherwise subject to the
provisions of that Act.

2. If alicensee initiates a civil actlon against a cystomer to collect a
debt, the court may award:

{a) Court costs; . i

(b) Costs of service of process, except that the costs must not exceed
the amount of the fees charged by the sheriff or constable for service of
process in the county where the action was brougiht or, if the customer is
not served in that county, in the county where the customer was served;
and -
(c) Reasonable attorney’s fees.- In determining thre amount of the
attorney’s fees and whether they are reasonable, the court shall consider
the complexity of the case, the amount of the debt and whether the
licensee conld have used less costly teans to collect the debt. _

Sec. 33. 1. If a customer is called to active duly in the military, a
licensee shall: B

(a) Defer for the duration of the active duty all collection aclivity
against the customer and lis property, including, withont limitation, any
community properiy i whick the custoner has ar inferest; and

(b) Honor the terms of any repayment plan betweer: the licensce and
customer, including, without limitation, any repayment plan negotiated
througl: military counselors or third-party credit counselors.

Adds an additional disclosure .
requirement to be included in the
loan agreement.

*PROPOSED AMENDMENT TO AB384_R1* APP 014941
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2. When collecting any defaulted loan, a licensee shall not:

(a) Garnish pv_threaien fo gainish any wages or salary paid to a
customer for active service in the military; or

(b) Contactor threates fo contact the military chain of command of a
custoner in an effort fo collect the defaulted loan.

3. As used in this section, “military” mears the Armed Forces of the
United States, o reserve component thereof or the National Guard.

Sec. 34, A licensee shall not:

1. Make & deferred deposit or short ters loan in wirich ihe ferms of
repavineni_require_g_pgpment oy pavinents that eveseds oveeed 25
percent of the expected gross monthly income of tive customer when th¢
loas is miade,  deving-thestesis hodogreslasntustifiot-by-pantionia
chamstaness A licensee is not in violation of the provisions of this
subsection if the customer presents evidence of his gross monthly income
‘o the licensee and represents to the licensee in writing that the
repayment terms do  fear—dess not exceed 25 percent of the expected
gross monthly income af the customer Huring 7 £E23

2. Make more than one deferred deposit or short term loan to the
sante customer at one time or before any outstunding balance is paid in
full on an existing loan made by that licensee to the customer unless:

(a) The customer is seeking multiple loans in which repayment (xS
togeiher Hhat do not exceed the fimit set Jforth in subsection I;

(b) The licensee charges the same rale oi g fower aunugl perceniage
rate of interest for any additional loans as he charged for the initial
loan;

(c) Except for the interest charged pursuant to paragraph (b), the
licensee does not impose any other charge or fee 1o initiate any
additional loans; and

() If the additional loans are deferred deposit loans and the
customer provides ore or more additional chechs that are not paid upon
presentment, the licensee does not charge any fees to the customer
pursuant 1o section 45 of this act, except Jor the fees allowed pursuant to
that section for the first check that is not paid upon presentment.

Sec. 35. A licensee shall not:

1. Accepl: :

(a) Collateral as security for a loan, excepl that a title to a motor
vehicle may be accepted as security for a fitle loan. ,

(b) An  assignment of wages, salary, commissions or other
compensation for services, whetler earned or fo be earned, as security
Jor a loan.

(c) A check as security for a shori-term foan or title loan.

(d) More than one check or written authorization for the electronic
transfer of money for each deferred deposit loan,

(e) A check or written autkorization for the electronic transfer of
nioney for any deferred deposit loan in an amount which exceeds the

rgr o o flppr o Butt e LS AL CAT i)

*PROPOSED AMENDMENT T(%A8384#R1*

Includes threats under the
prohibited acts.

Revises Section 34 to
lirpit its application fo
deferred deposit or short

- term loans (not titlc
loans), and to provide that
the monthly payment,
rather than the loan
amount, cannot excced
25 percent of the
borrower's expected gross
monthly income when the
loan is taken out. '

APP 014942

ROA 010265
TMX 89 - 00073




D90 =] S LA e WD =

-

amount of total payments set forth in the disclosure statement required
by the federal Truth in Lending Act, 15 U.S.C. §§ 1601 ef seq., that is
provided to the custoiner.

2. Take any note or promise to pay which does not disclose the dnte
and amount of the loan, gx: annugl pereenigge 1ale, 4 finarce charge, git
ainonnt Sngee, o total of payments, a povment schedule, late fees, and
in the finance charge nuder the

SrEER =IO~ —IE=HTeREEE ; e Ly Fesn 1 - fed’eml
Truth in Lending Act, 15 US.C. §§ 1601 et seq., and_Reguiation Z,
12 CF.R 226, Compliance with the federal Truth in Lending Act,
7510.5.C. 8681601 et.seq., and Regulation £, 12 C.F.R._ 226, constitutes
compliance with this subsection. ‘ T :

3. Take any instrument, including o check or written authorization
for the electronic transfer of money, In which blanks are left to be filled
in after the loan is made. : :

4. Make any transaction contingen! on the purchase of insurance or
any other goods or Services or sell any insurance lo the customer with
the loan. . :

5. Fail to comply with a payment plan which is negotiated and
agreed to by the licensee and custoner. :

6. Charge any fee to cash a check representing the proceeds of 2
ioan made by the licensee or any agent, affiliate or subsidiary of the
licensee,

7. Charge_a pre-defanit late fee shich is void as & penalty_under
comuon law,

Sec. 36. A licensee shall not:

1. Use or threaten 1o use the criminal process in this State or any
other state, or any civil process not available to creditors generally, to
collect on a loan made to a castomer,

2. Commence a civil action before the expiration of the orlginal
term of a loan agreement or before the expiration of any repayment plan,
extension or grace period negotiated and agreed to by the licensee and
customer, unless otherwise authorized pursuant to this chapter.

3. Take any confession of fudgment or any power of afforney
running to himself or to any third person to coufess Jjudgment or to
appear for the customer in a judicial proceeding.

4. Include in any written agreement:

(a) A promise by the customer to hold the licensee harmless;

(b) A confession of judgment by thie custorner;

fcj An assignment or order for payment af wages or other
compensation due the customer; or

*PROPOSED AMENDMEN;/TO AB384_R1*

Clarifying language with
regard to disclosures.

conimon law.

Prohibits the licensee from
charging a pre-defanlt late fee
that is void as a penalty under
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(d) A waiver of any claim or defense arising out of the loan
agreement or a waiver of any provision of this chapter. The provisions of
this paragraph do not apply to the extent precmpted by federal law.

5. Enguge in any deceptive trade practice, as defined in chapter 598
of NRS, including, witlont limitation, making a false representation.

6. Advertise or permit fo be advertised in any manner any Julse,
wmisleading or deceptive statement or representation with regard to the
rates, terms or conditions for loans.

7. Use or aftempt to use any agent, affiliate or subsidiary to avoid
the requirements or prohibitions of this chapter.

NEW SECTION (Relates oniy o title loans}
1. The origingl term of o title loan shall not exceed the grealer o { either
36 days or pac month.  Lhe dille loan can be renewed for_up o, but noi

exceeding, six {6) additiongl sucl geriods provided that

() No inferest or churges from prior foan er renewal periods_are
capitalized or added fo the principal griount in any resewail;

thy Lhe aunual percentuge rate of inferest associgted with the title
Todr: v not incretsed frogi that charged in previous eriods; and

{¢] Mo gddifipnal _origination fees. sef-up fees, collection fees,
aRsmcion fees. negotiation fees. handling fees wrocessing fees, faie
fees, defunlt fees, or auy other fees, regardless of the name given to the

fee, are charged in connectign with iy repewgl,

Sec. 37. A licensee who makes title loans shall not:

1. Make a title loan that exceeds the fair market value of the motor
vehicle securing the title loarn.

2 Make a title loan without regard to the ability of the customer
seeking the title loan to repay the title loan, incinding the customer’s
current and expected income, obligations and employment.

3. Muake a title loan without requiring the customer lo sign an
affidavit which states that:

(a) The customer has provided the licensee with trne and correct
information concerning the customer’s income, obligations, wrd
employment, and vehicle gwrershio: and

(b) The customer has the ability to repay the title loan.

Sec. 38. 1. [Except where in conflict with the provisions of this
chapter, the provisions of chapter 104 of NRS apply to any fitle loan
berween a licensee and a customer.

2. Except as otherwise provided in this section, if a customer
defaults on a title loan, or on any extension or repayment plan relating lo
the title loan, the sole remedy of the licensee who mude the title loan is ¢5

SRR foms dew to seek repossession and sale of the motor
vehicle which the customer used to secure the title loan. The licensee
may not pursue the cnustomer personally for:

*PROPOSED AMENDMEI\}T TO AB384_R1*
O

New section regarding the
terms of title loans.

Adds “vehicle ownership” to the
tist of ifems concerning which the
customer must sign an affidavit
stating he has provided true and
correct information,

Language regarding
commencing a legal action
is deleted.
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(a) Payment of the loan, unless the licensee proves the customer
prevented the repossession and sale of the motor vehicle by any means,
including, without Iimitation, hiding the motor vehicle; or

(b) Any deficiency after repossession and sale of the motor vehicle
which the customer nsed fo secure the title loan, unless the licensee
proves the customer damaged or otherwise committed or permitted waste
on the motor vehicle. For the purposes of this paragraph, it shall not be
deemed waste for the customer to continue to use the motor vehicle in
1e manner it was used before he entered into the fitle loan s¢~te

RS S IS B aKy et s ok e R

3. A licensee shall make gvaiinhle fo g _customer any _perspisal
properiy comained in g motor yehicle that is repossessed by the licensee
upot defanlt of the borrower on g titfle loan. I the event g licensee pses
a fird party repossession company I¢ effect repossession, the ficensee
shall instruct such repossession _cempary to piake e customer’s
personal  properfy. reasonably _avaynble to the cusiomer.  Affer

2 ¥ i et i afpdasfon, ae yudagr dlan £itde Fo.. X,

4. If a customer uses frand to secure a title loan,_of if the cusionter
sorongfelly transfers any interest in the metor vehicle to_a third paity
before the loan is repaid, the licensee may bring o civil action against the
customer for any or all of the following relicf:

(a) The amount of the loan obligation, including, withont lmitation,
the aggregate amount of the interest, charges and fees negotiated and
agreed to by the licensee and customer svhich are permnitted by ihis Act.
less any repaymeniss )

() Reasonable attorney’s fees anil costs; and :

(c} Any other legal or equitable relief that the court deems
appropriate, _ :

5. As used in this section, “frand” means an intentional
misrepresentation, deception or concealment of a material fact Eknown to
the customer with the intent to deprive the licensee of his rights or
property or to otherwise injure the licensee. The term incindes, without
lintitation, giving to a licensee as security for a title loan the title to @
motor vehicle which does not belong to the customer.

Sec. 39. 1. A customer may rescind a loan on or before the close
of business on the next day of business at the location where the loan
swas initiated. To rescind the loan, the customer must deliver o the
licensee:

(a) A sum of money equal to the face value of the loan, less any fee
charged te the customer to initiate the loan: or

(b) The original check, if any, which the licensee gave fo the
customer pursuant fo the loan. Upon receipt of the original check, the
licensee shall refund any fee charged to the customer to inifiate the loan.

- necessary repairs to the motor

Language providing that making

vehicles is not “deemed waste” is
deleted.

Revised procedure for making
available to the customer his
personal property contained in
a repossessed motor vehicle.

Language to clarify actions
involving customer fraud,
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2. If a customer rescinds a loan pursuant o this section, the
licensee:

(a) Shall not charge the custonier any Jee for rescinding the loan;
and

(6} Upon receipt of the sum of money or check pursuant fto
subsection 1, shall give to the customer a receipt showing the account
paid in full and:

(1) If the customer gave fo the licensee a check or a written
authorization for an electronic transfer of money lo initiate a deferred
deposit loan, the check or written authorization stamped “void™;

(2} If the customer gave to the licensee a promissory nole o
initiate a short-term loan, u copy of the promissory note stamped “void”
or the receipt stamped “paid in full”; or

(3) If the customer gave to the licensee a title to a motor vehicle to
initiate the title loan, the title,

Sec. 40, 1. A customer may pay a loan, or any extension thereof,
in full at any time, without an additional charge or fee, before the date
his final payinent on the loan, or any extension thereof, is due.

2. If a customer pays the loan in full, incinding all interest, charges
and fees negotiated and agreed to by the licensee and customer_gs
permitted under this Act, the licensee shall:

(a) Give to the customer:

(1) If the customer gave to the licensee a check or a writfen
authorization for an electronic transfer of money fo initiate a deferred
deposit loan, the check or the written authorization stamped “void”;

(2) If the customer gave to the licensee a promissory note to
initiate a short-term loan, the promissory note stanped “void” or a
receimt stamped “paid in full”; or

(3) If the customer gave fo the licensee a title to a motor vehicle to
initiate a title lpan, the title; and '

(b) Give to the customer a receipt with the following information:

(1) The name and address of the licensee;

(2) The identification number assigned to the loan agreement or
otlier information that identifies the foan;

(3) The date of the payment;

(4) The amount puid; :

(5) An itemization of interest, charges and fees;

(6} A statement that the loan is paid in Jull; and

(7) If more than one loan made by the licensee to the customer
was owistanding at the time the payment was made, a statemncnt
indicating to which loan the payment was applied.

See. 41. 1. A customer may make a partial payment on a loan, or
any extension thereof, at any time without an additional charge or fee.

2. If a customer makes such a partial payment, the licensee shall
give to the customer a receipt with the Sfollowing information:

*PROPOSED AMENDME%\T TO AB384_R1*

Clarifies tlie charges and
fees that may be negotiated
and agreed to.
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(a) The name and address of the licensee;

(6) The identification nuntber assigned to the loan agreement or
other information that identifies the loan;

{c) The date of the payment;

(@) The amount paid;

(e) An itemization of interest, charges and fees;

(0 The balance due on the loan; and

(z) If more than one loan made by the ficensee to the customer was
outstanding at the tinme the payment was made, a statement Indicating to
which loan the payment was applied.

Sec. 42. 1. Prior_to conunencing civil action gr anyv_alferngtive
dispute resolution process to cellect g loan, the ficenses shall

(a) Offer the customer the opportunily fo enter into a Tepayment plan
oithin 30 davs of defauli or the end of any grace peried, whichiever
eocurs later, that is at least jour (4) equal monthiy instllmes.

(b} Provide the customer with written notice of the gpaortenity which
HEUSE: : :

(1} Be in English, if the initial frausaciin was conducted. in
Engiish, or in _spanish, if the {pitial transgction was condncted in
Speist ' '

(2} State that the castomer Fras 30 days from the date the notice is
postmarked fo_enter into the repayment plan gnd saike fis first paymieni;

73} Stare that the customer can repay the amott owed in af fzast
7 eguel monthly installinents; and ' :

) Stte:

%) The oricinal amoeni gwed less ail pavinents made before

and qfter defaafic

i} Ary cligroes perotitted by this chopter: atid

LI £ { s odd ey o 2 Ty 2 4 [p s cxspintarras.

VTHF % rEE AT oe F 2 L3
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—{bs-3f the repayment plan is for a deferred deposit loan, return to the
customer the check or written authorization for an electronic transfer of
money that the customer nsed to initiate the deferred deposit loan, with
the check or written authorization stamped “void.”

$=3, If the licensce and customer enter into a repayment plan
pursuant to this section, the licensee shall honor the terms of the
repayment plan, and the licensee skall not:

(a) Charge any other amnount fo a customer, ‘including, without
limitation, any amount or charge payable directly or indirectly by the
customer and imposed directly or indirectly by the licensee as an incident
to or as a condition of entering into a repayment plan. Such an amount
includes, without limitation: :

(1) Any interest, other than the interest charged pursnant fo te
original loan agreemen, regardless of the name given to the interest; or

(2} Any origination fees, set-up fees, collection fees, transaction
fees, negotiation fees, handling fees, processing fees, late fees, default
fees or any other fees, regardless of the nane given to the fee;

(B) Accept any security or collateral from the customer to enter into
the repayment plan; ' .

(c) Sell to the customer any insurance or require the customer to

purchase insurance or any other goods or services fo enter into the

repaynent plan; .
(d) Make any other loan to tie custoiner, unless the customer is
seeking multiple loans that do not exceed the limit set forth in subsection
1 of section 34 of this act; or
(e} Commence a civil action_gr g#y, alternative dispute resolution
process against the customer during the term of the repayment plan.
é—4, Each time a customer makes a payment pursuant 0 a
repayment plan, the licensee shall give to the customer a receipt with the

_following information:

(@) The name and address of the licensee; B

*PROPOSED AMENDMENT, TO AB384_R1*
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(b) The identification number assigned to the loan agreement or
other information that identifies the loan; :

(c) The date of the payment;

(d) The amount paid;

(e) The balance due on the loan or, when the customer makes the
final payment, a statement that the loan Is paid in Sfall; and

(9 If more than one loan mnade by the licensee fo the customer was

outstanding at the time the payment was mude, a statement indicating to
whicl: loan the payment was applied. o :

Sec. 43, If a customer agrees to establish or extend the period for
the repayment, renewal, refinancing of consolidation of an outstanding
loan by using the proceeds of a new deferted deposit pr shori-term loan
to pay the balance of the ountstanding loan, the licensee shall not
establish or extend such a period beyond $—eeks 2 months afler the
expiration of the initial loan period. This sectien_does pof apply. 1o &
icensee who lends according to all of the following ciiferia: .

7. The licensee makes 4 loen with an grpnal percentgge rafe of less
than 200 percent, to _be repaid on a monthly busis_in pel less thay

% months, and interest dees net continue to gocrue of fhe contrael 1alg

afier the date of maturity if not paid in fall; ,

3. A4 eredil check is performied svith g _major_¢onssaier reporiing

agepcy prior fo initigting the logn; o
2 Loon experience information is veporfed (o g, majpr consumer

Feposiing agency;

S The castomer is previded g S-day right o rescind o foan withont
charge: ‘ Co _

6. The lcensee participates it gogd faith swith a counseling ggency
that_is_uccredited by the Council on Accreditativn_for. Services for
Families and Childeen, Inc.; : L ‘

T The licensee is a member of the National Foundation for Credit
Counseling; and .-

S The ficensee does not_initiate fitization or_an alterneiive dispute
yesolntion process on a defaulicd loan, extension, or. repayment plai.

Sec. 44. 1. If a customer defanits on a loan or on any extension
or repayment plan relating to the loan, whichever is Iater, the licensee
may cellect only the following amouuts from the customer:

‘(@) The principal amount of the loan, less all puynrents made befare

and nfier defuul,

(B) The inferest accrued before the expiration of the initial Ipan

period at the rate of interest set fortlt in the disclosure statement required .

by the federal Truth in Lending Act, 15 US.C. §§ 1 601 et seq., thal is
provided to the castomer. If there is an exlension si=repaymentphe
relating to the loan, the licensee may charge and collect interest
pursuant to this paragraph for a period not to exceed 8 weeks after the

. its application to deferred

. provide an exemption for

Revises Section 43 to limit

deposit or short-term loans,
specify a period of 2 months
(instead of 8 weeks), and

certain licensees.

Clarifies amounis &
licensee may collect when
a customer defaults, and
deletes a reference to
“repayment plan” under
subsection i{a).
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expiration of the initial loan period, upless gtherwise affowed by
section 43,

(c) The interest accrued after the expiration of the initial loan period
or after any extension or repayment plan that is allowed pursuant to
paragraph (b), whichever is later, at & rare of interest not to exceed the
prime rate at the largest bank in Nevada, as ascertained by the
Comunissioner, on January 1 or July 1, as the case nuty be, immnediately
preceding the expiration of the initial loan period, plus 10 percent. The
licensee may charge and collect interest pursuant (o this paragraph for a
period not to exceed 12 weeks., After that period, the licensee shall not
charge or collect any interest on the loan.

(d) Any fees allowed pursuant to section 45 of this act for a check
that is not paid upor presentment because the acconnt of the customer
contains insufficient funds or has been closed.

2. Except for the Interest and fees permitted pursuant 1o subsection
I, the licensee shall not charge any other amount 10 @ CHSIOMCEE,
including, without limitation, any amount or charge payable directly or
indlrectly by the customer and imposed directly or indirectly by the
licensce as an incident to or as a condition of the extension of the period
for the papment of the loan or the extension of credit. Such an amount
includes, withont limitation:

(a) Any interest, other tiun the inferest charged pursuant o
subsection 1, regardless of the name given to the interest; or

(b) Any origination fees, set-up fees, collection Jees, transaction fees,
negotiation fees, handling fees, processing fees, late fees, default fees or
any other fees, regardless of the name given to the fee.

Sec. 45. 1. A licensee may collect a fee of not more than $23 if a
check is not paid upon presentment because the account of the customer
contains insufficient funds or has been closed.

2. If the account of the customer contains insufficient funds, the
licensee may collect only two fees of $25 each regardiess of the number
of times the check is presented for payment. :

3. If the account of the customer has been closed, the licensee may
collect only one fee of $25 regardless of the number of times the check is
presented for payment.

4 A customer is not liable for damages pursuant to NRS 41.620 or
fo criminal prosecution for a vielation of chapter 205 of NRS unless the
customer acted wirh criminal intent.

Sec. 46, In addition to any other provision in this chapter, each
fime a customer makes a paymnent to a licensee, the licensee shall give to
the customer a recefpt with the foilowing information:

1. The name and address of the licensee;

2. The identification number assigned to the loan agreement or
other information that identifies the loan;

3. The date of the payment;

*PROPOSED AM ENDME/N})TO AB384 R1*

Adds an exception for
Section 43 and its new
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4, The amount paid;

5, The balance due on the loan or, when the customer makes a Sfinal
payment, a statement tha the loan is paid in full; and

6. If more than one loun made by the licensee fo the customner was
outstanding at the time the payment was imade, a statement indicating to
which loan the payment was applied. _

Sec. 47. 1. A person shall not act as an agent for or assist a
Jicensee in the making of a loan unless the licensee complies with all
applicable federal and state laws, regulations and guidelines.

2. The provisions of this section do not apply fto the agent or
assistant to a state or federally chartered bank, thrift company, savings
and loan association or industrial loan company if the state or federally
chartered bank, thrift company, savings and lpan association or
industrial loan company:

(n) Initially advances the loar proceeds to the customer; and

(b) Does not sell, assign or transfera preponderant—ecmwmic interest
in the loan to the agent or assistant or an affiliate or subsidlary of the
state or federally chartered bank, thrift company, savings and loan
associatior or industrial loan company, unless selling, assigning or
transferring a preponderant econoic interest is expressly permitted by
the primary regulator of the state or federally chartered bank, thrift
compuny, savings and loan association or industrial loan company.

3. If a licensee acts as an agent for or assists a state or federally
chartered bank, thrift company, savings and loan association or
industrial loan company in the making of a loan and the licensee can
show that the standards set forth in subsection 2 are satisfied, the
licensee must comply with all ether provisions in this chapter to the
extent they are not preempted by other state of federal law.

Sec. 48. 1. An application for a license pursuant to the provisions
of this chapter must be made in writing, under oath and on a forin
prescribed by the Commissioner. The application must include:

(@) If the applicant is a natural person, the name and adiress of the
applicant.

(8) If the applicant is a business entity, the name and address of
each:

(1) Partner;
(2) Officer;
(3) Director;
(4) Manager or member who acts in a managerial capacity; and
(5) Registered agent,
= of the business entity.

(¢) Such other information, as the Commissioner determines
necessary, concerning the financial responsibility, bachground,
experience and activities of the applicant and its:

(1) Partners;
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(2) Officers;
(3) Directors; and
(4) Managers or members who act in a managerial capacity.

(d) The address of each location at which the applicant proposes to
do business, including, without limitation, each location wiere the
applicant will operate at a kiosk, through the Internet, through any
telephone, fucsimile machine or other telecommunication device or
through any other machine, network, spstem, device or nieans.

() If the applicant is or intends to be licensed to provide more than
one type of service pursuant to the provisions of this chapter, a statement
of that intent and which services he provides or intends 1o provide,

2. Each application for o license must be gcconpanied by:

() A nonrefundable application fee;

(b) Such additional expenses incurred in the process of investigation
as the Cammissioner deems necessary; and

(¢c) A fee of not less than $100 or move than 3500, prorated on the
basis of the licensing year. l :
w All money received by the Commissioner pursuant to this subsection
must be placed in the Investigative Account for Financial Institutions
created by NRS 232.545.

3. The Commissioner shall adopt regulations establishing the
antonnt of the fees required pursuant to this section.

Sec. 49, 1. Except as otherwise provided in section 50 of this act,
eaclt application for a license pursnant to the provisions of this chapter
must be accompanied by a surety bond payable to the State of Nevada in
the amount of 350,000 for the use and benefit of any custorer receiving
the services of the licensee. :

2. The bond must be in a forin satisfactory to the Commissioner,
issuted by a bonding company authorized to do business in this State and
must secure the faithful performance of tire obligations of the licensee
respecting the provision of the services. ,

3. A licensee shall, within 10 days after the commencement of any
action or notice of entry of any judgment against him by any creditor or
claimant arising out of business regulated by this chapter give notice
thereof to the Commissioner by certified mail with details sufficient fo
identify the action or judgment. The surety shall, within 10 days after it
pays any claim or judgment to a creditor or claimant, give notice thereof
to the Commissioner by certified mail with. details sufficient to identify
the creditor or claimant and the claim or judgment so paid.

4. Wihenever the principal sum of the bond is reduced by recoveries
or payments thereon, the licensee shall furnish:

(a) A new or additional bond so that the total or aggregate principal
sum of the bonds equals the smin required pursuant to subsection I; or

(b) An endorsement, duly executed by the surety, reinstating the bond
to the required principal sum. : ;

*PROPOSED AMENDI’}’IE{NT TO AB384_R1*
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S.  The liability of the surety on the bord to a creditor or claimant is
not affected by any misrepresentation, breach of warranty, failure to pay
a premium or other act or emission of the licensece, or hy any inselvency
or bankruptcy of the Hicensee,

6. The lability of the surety continues as to all transactions entered
into in good fuith by the creditors and claimants with the agents of the
licensee within 30 days after: : :

(a) The death of the licensee or the disselution or liquidation of his
business; or : .

{(b) The termination of the bond,

w witichever event occurs first,

7. A licensee or his surety shall not cancel or alter a bond except
after notice to the Commissioner by certified mail. The cancellation or
alteration is not  effective until 10 days - afer
receipt of the notice by the Commissioner. A cancelfation or alteration
does nof affect any liability incurved or accrued on'tie bond before the
expiration of the 30-day period designated in subsection 6.

Sec. 50. 1. In lieu of any surety bond, or any portion of the
principal sum thereof as required pursuant to the provisions of this
chapter, a licensee may deposit with the State Treasurer or with any
bank, credit union or (rust company authorized to do business in this
State as the licensee may select, with the approval of the Comunissioner;

(@) Interest-bearing stocks; o

(b) Bills, bonds, notes, debentures or other obligations of the United
States or any agency or instrumentalily thereof, or guaranteed by the
United States; or : ‘

(c) Any obligation of this State or any city, county, town, township,
school district or other instrumentality of this State or guaranteed by this
State, e ‘

w i an aggregate amount of, based upon principal amount or market
value, whichever is lower, of not less than the amount of the required
surety bond or portion thereof. Co

2 The securities must be held to secure the same obligation as
would the surety bond, but the depositor may recelve any interest or
dividends and, with the approval of the Commissioner, substitute other
switable securities for those deposited.

Sec. 51. 1. A person muy apply for a license for an office or other

»

place of business located outside this State from which the applicant will

conduct business in this State if the applicant or a subsidiary or affiliate

of the applicant has a license issued pursuant to tliis chapter for an
office or other place of business located in this State and if the applicant
submits with the application for a license a statement signed by tle
applicant whicl states that the applicant agrees to:

(a) Make available at a Iocation within this State the books, accounts,
papers, records and files of the office or place of business located outside

*PROPOSED AMENDM/EgT TO AB384_R1*
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this State to the Commissioner or a representative of the Commissioner;
or

(b) Pay the reasonuble expenses for travel, meals and lodging of the
Comumissioner or a representative of the Commissioner incurred during
any investigation or examination maie at the office or place of business
Iocated outside this State.

w The person must be allowed to choese between the provisions of
paragraph (@) or (b) in complying with the provisions of this subsection,

2. This section applies, without limitation, to any office or other
place of business located outside this State from which the applicant will
conduct business in this State at a kiosk, through the Internet, througl
any telephone, facsimile machine or other telecommunication device or
through any other machine, network, system, device or means.

Sce. 52. 1. Upon the filing of the application and the payment of
the fees regquired pursuant to section 48 of rthis act,
the Commissioner shall investigate the facts concerning the application
and the requirements provided for in section 54 of this act.

2. The Commissioner may hold a hearing on the application at a
time not less than 30 days after the date the application was filed or not
more than 60 days after that date. The hearing niust be held in the Office
of the Commissioner or such other place as he may designate. Noftice in
writing of the hearing must be sent to the applicant and to any licensee to
whicl a notice of the application has been given and to such other
persons as the Commissioner may s¢e fif, at least 10 days before the date
set for the hearing.

3. The Commissioner shall make his order granting or denying the
application within 10 days after the date of the closing of the hearing,
unless the period is extended by written agreement between the applicant
and the Commissioner.

Sec, 53. If the Commissioner finds that any applicant does not
possess the requirements specified in this chapter; he shall: _

1. Enter an order denying the application and notify the applicant
of the denial.

2. Within 10 days after the entry of sucl an order, file his findings
and a summary of the evidence supporting those findings and deliver a
copy thereof to the applicant. :

Sec. 54. 1. The Commissioner shall enter an order granting an
application if he finds that the financial responsibility, experience,
character and general fitness of the applicant are such as fo cornmnand
the confidence of the public and to warrant belief that the business will
be operated lawfully, honestly, fairly and efficiently.

2. If the Comumissioner grants an application, the Comniissioner
shall:

(a) File his findings of fact together with the transcript of any
hearing held pursuant to the provisions of this chapter; and
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(b} Issue to the licensee a license in such form and sige as is
prescribed by the Commissioner for each location at which the licensee
proposes to do business. :

3. Each licensee shall prominently display his license at the location
where he does business. The Commissioner may issue additional licenses
to the same licensee for each branch location at which the licensee is
authorized to operate under the license, including, without limitation,
each branch location where the licensee is authorized to operate at a
kiosk, through the Internet, through any telephone, facsimile machine or
other telecommunication device or through any other machine, network,
system, device or means. Nothing in this subsection requires a license for
any place of business devoted lo accounting, recordkeeping or
administrative purposes only.

4. Each license shall: -

(a) State the address at which the business is to be conducted; and

(b} State fully:

(1) The name and address of the licensee; :

(2) If the licensee is u copartnership or association, the names of
its members; and

(3) If the licensee is a corporation, the date and place of its
incorporation.

5, A license is not transferable or assignable.

Sec. 55. 1. A license issued pursuant to the provisions of this
chapter expires anmually on the anniversary of the issuance of the
license. A licensee must renew his license on or before the date on which
the license expires by paying: ' :

(a) A renewal fee; and '

(b) An additional fee for each branch lecation at which the licensee
is authorized to operate under the license,

2. Alicensee who fails to renew his license within the time required
by this sections is not licensed pursuant to the provisions of this chapter.

3. The Commissioner may reinstate an expired license upon receipt
of the renewal fee and a fee for reinstatement.

4. The Commissioner shall adopt regulations establishing the
amount of the fees required pursuant fo this section. -

Sec. 86. 1. A licensee shall immediately notify the Commissioner
of any change of contrel of the licensee.

2. A person who acquires stock, parinership or member interests
resulting in a change of control of the licensee shall apply to the
Comumissioner for approval of the transfer. The application must contain
information which shows that the requirements for obtaining a license
pursiant to the provisions of this chapter will be satisfied after the
change of control If the Commissioner determines that those
requirements will not be satisfled, he may deny the application and
forbid the applicant from participating in the business of the livensee,
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3. As used in this seetion, “change of control” means:

(1) A transfer of voting stock, partnership or member interests which
results in giving a person, directly or indirectly, the power to direct the
management and policy of a licensee; or

(b)) A transfer of at least 25 percent of the outstanding voting stock,
partnership or niember intevests of the licensee. :

Sec. 57. A licensee shall not conduct the business of making loans
under any name, at any place or by any method, including, without
limitation, at a kiosk, through the Internet, throngh any telephone,
Sfucsimile machine or other telecommunication device or through any
other machine, network, system, device or means, except as permitted in
the license or branch license issued to the licensee.

Sec. 58. I. Except as otherwise provided in this section, a licensee

may not conduct the business of making loans within any office, suite,

room or place of business in which any other lending business is
solicited or engaged in, except an insurance agency or Rotary public, or
in assoclation or conjunction with any other business, urnless authority to
do so is given by the Commissioner.
2. A licensee may conduct the business of making loans in the same
office or place of business as:
(a) A mortgage broker if:
(I) The licensee and the morigage broker:
(I) Maintain separate accounts, books and records;
(I1) Are subsidiaries of the same parext corporation; and
(III) Maintain separate licenses; and
(2) The mortgage broker is licensed by this State pursuant io

chapter 645B of NRS and does not receive money to acquire or repay -

loans  or  mainiain  frust  gcconnts  as provided by
NRS 645B.175.
(b) A mortgage banker if:
(1) The licensee and the morigage banker:
(I) Maintain separate accounts, books and records;
(I} Are subsidiaries of the sume parent corporation; and
(IIl) Maintain separate licenses; and
(2) The morigage banker is Heensed by this Stafe pursuant fo
chapter 645E of NRS and, if the morigage banker is also licensed as a
nortgage broker pursiant to chapter 645B of NRS, does not receive
money to acquire or repay loans or maintain trust accounts as provided
by NRS 645B.175. :

3. If a pawnbroker is licensed to operate o chech-cashing service,
deferred deposit loan service, short-term loan service or title loan service,
the pawnbroker inay operate that service af the sanie office or place of
business from whiclt he conducts business as a pawnbroker pursuant 10
chapter 646 of NRS.
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Sec. 59, 1. A ficensee who wishes to change the address of an
office or other place of business for which he has a ficense pursnant 10
the provisions of this chapter must, at least 10 days before changing the
address, give written notice of the proposed change to the Contmissioner,

2. Upon receipt of the propesed change of address pursuaut to
subsection 1, the Commissioner shall provide written approval of the
change and the date of the approval. :

3. If a licensee fails to provide notice as required pursuant to
subsection 1, the Commissioner may inipose a fine in an amoint not 1o
exceed 5500

4. This section applies, without limitation, to any office or other
place of business at which the licensee ftends to operate 4 kiosk,
through the Internet, througlt any telephone, fucsimile machine or other
telecopumunication device or through any other machine, network,
spstem, device or Heans,

Sec. 60. 1. Eacl licensee shall keep and use in his business such
books and accounting records as are in accord with generally accepted
accounting practices.

2. Each licensee shall maintain a separate record or ledger card for
the account of each customer and shall set forth separately the amount
of caslt advance and the total amount of interest and charges, but such a
record may set forth precomputed declining balances based on the
scheduled payments, without a separation of principal and charges,

3. Each licensee shall preserve all such books and accounting
records for at least 2 years after making the final entry therein. _

4. Each licensee who operates outside this State an office or other
place of business that is licensed pursuant to provisions of tlis chapter
shali:

(@) Make available at a location within this State the books, accounts,
papers, records and files of the office or place of business focated outside
this State to the Commissioner or a representative of the Commissioner;
or

(b) Pay the reasonable expenses for travel, meals and lodging of the
Coumunissioner or a representative of the Commissioner incurred during
any investigation or examination made at the office or place of business
located ountside this State.

@ The licensee must be allowed to choose between the provisions of
paragraph (a) or (b) in complying with this subsection.

5. As nsed in this section, “amount of cash advance” means the
amount of cash or its equivalent uctnally received by a customer or paid
out at his direction or in his belalf.

Sec. 61. 1. Except as otherwise provided in subsection 3, an
officer or employee of the Division of Finuncial Institutions of the
Department of Business and Industry shall not:

*PROPOSED AMENDMENT TO AB384_R1*
93

APP 014957

ROA Q52 oooss



D OO =] S Lh o W RS e

D

(a) Be directly or indirectly interested in or act on behalf of any
licensee;

(5) Receive, divectly or indirectly, any payment from any licensee;

(¢c) Be indebted to any licensee;

(d) Engage in the negotiation of loans for others with any licensee;
or

(¢) Obtain credit or services from a licensee conditioned upon a
frandulent practice or undire or unfuir preference over otlier customers.

2. An employee of the Division of Flrancial Institutions in the

unclassified service of the State shall not obtain new extensions of creilit

from a licensee while in office.

3. Any officer or employee of the Division of Financial Institutions
may be indebied to a licensee on the same terms as are available to the
public generally. :

4. If an officer or employee of the Division of Financial Institutions
has a service, a preferred consideration, an inferest or a ‘relationship
prohibited by this section af the time of his appointment or employment,
or obtains if during his eniployment, he shall terminate it within 120 days
after the date of his appointment or employment or the discovery of the
prohibited act.

Sec, 62. 1. For the purpose of discovering violations of this
chapter or of securing information lawfully required under this chapter,
the Comniissioner or his duly anthorized representatives may af any time
investigate the business and examine the books, accounts, papers and
records used therein of:

(n) Any licensee;

(b) Any other person engaged in the business of making loans or
participating in such business as principal, agent, broker or otherwise;
and

(¢c) Any person who (he Commissioner has reasonable cause fo
believe is violuting or is about to violate any provision of this chapter,
whether or not the person claims to he within the authority or beyond the
scope of this chapfter.

2. For the purpose of examination, the Commissioner or his
anthorized representatives shall have and be given free access fo the
offices and places of business, and the [iles, safes and vaults of such
persons,

3. For the purposes of this section, any person who advertises for,
solicits or holds himself out as willing to make any deferred deposit loan,
shori-term loan or title loan is preswmed to be engaged in the bnsiness of
making loans.

Sec. 63. 1. The Commissioner may reguire the attendance of any
person and examine him ander oath regarding:

(a) Any check-cashing service or loan service regulated pursuant to
the provisious of this chapter; or
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(b) The subject matter of any audit, examination, investigation or
hearing.

2. The Commissioner may require the production of books,
accounts, papers and records for any audit, examination, investigation or
hearing. ‘

Sec. 64, At least once each year, the Commissioner or his
authorized representatives shall make an examination of the place of
business of each licensee and of the loans, transactions, books, accounts,
papers and records of the licensee so fur as they pertain to the business
for which he is licensed pursuant to the provisions of this chapter, Ifthe
Conunissipner or his_authorized representotives_conclude, that after

diting one or wgre branches of a licensee, that the loans, computer
processes, disclosures, lgan_practices, filing systems, and records are
idertical at each location, then the Commissioper has the autherity to
only review those branches that are deemed pecessary.

Sec, 65. 1. The Commissioner shall charge and collect Srom each .

licensee a fee of 340 per hour for any supervision, audit; examination,
investigation or hearing conducted pursuant 1o tliis chapter or any
regulations adopted pursuant thereto.

2. The Commissioner shall bill each licensee upon the completion
of the activity for the fee established pursuant 10, subsection 1. The
licensee shall pay the fee within 30 days after the date the bill is received,
Except as otherwise provided in this subsection, any payment received
after the date due must include a pénalty of 10 percent of the fee plus an
additional 1 percent of the fee for each month, or portion of a mont,
that the fee is not paid, The Commissioner may waive the penaity for
good cause. ’ . :

3. The failure of a licensee to pay the fee required pursnant to
subsection 1 as provided in this section constitutes grounds for
revocation of the license of the licensee. _ ' -

Sec. 66. If the Commissioner finds that probable cause for
revocation of any license exists and that enforcement of the provisions of
this chapter requires immediate suspension of a license pending
investigation, he may, upon 5 days’ written notice and a hearing, enter
an order suspending a license for a period wot exceeding 20 days,
pending a hearing upon the revocation. : ‘

Sec. 67. 1. Whenever the Commissioner has reasonable canse (o
believe that any person is violating or is threatening fto or intends to
violate any provision of this chapter, he may, in addition fo all actions
provided for in this chapter and without prejudice thereto, enter an order
requiring the person to desist or to refrain from such violation.

2. The Atiorney General or the Commissiener may bring an action
to enjoin a person from engaging in or continuing a vielation or from
doing any act or acts in furtherance thereof. In any such action, an

Adds new language
regarding review of branches
when documents are
identical at each location.
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order or judgment may be entered awarding a preliminary or final
injunction as muy be deemed proper, -

3 In addition to all other means provided by law for the
enforcement of a restraining order or injunction, the court in which an
action is brought may impound, and appoint a recelver for, the properly
and business of the defendant, including books, papers, docutnents ard
records pertaining thereto, or so much theredf as the court may deemn

reasonably necessary to prevent violations of this chapter through or by
means of the use of property and businéss. A receiver, when appointed

and qualified, has such powers and duties as to custody, collection,
adniinistration, winding up and liquidation of such property and
butsiness as may from time to time be conferred upon hini by the conrt.

Sec. 68. 1. If the Commissioner [ltas reason to believe that
grounds for revocation or snspension of a license exist, he shall give 20
days’ written notice o the licensee stating the contemplated action and,
in general, the grounds therefor arnd set a date for a hearing.

3. At the conclusion of a hearing, the Commissioner shall:

(a) Enter a written order either dismissing the charges, revoking the
license or suspending the license for a peviod of not more than. 60 days,
which period must inclnde any prior temporary suspension. The
Commissioner shiall send a copy of the order to the licensee by registered
or certified mail.

(b) Impose upon the licensee a fine of $500 for each violation by the
licensee of any provision of this chapter or any regulation adopted
pursuant thereto. C

(¢) If a fine is imposed porsuant to this section, enter such order as is
necessury to recover the costs of the proceeding, including Ihis
investigative costs and atiorney ’s fees. A

3. The grounds for revocation or suspension of a license are that:

(a) The licensee has fuiled to pay the annual license fee; :

(b} The licensee, either knowingly or withoit any exercise of due
care to prevent it, has violated any provision of this chapter or any Lawful
reguiation adopted pursnard thereto; :

(¢c) The licensee has failed to pay a fax as required pursuant to the

provisions of chapter 3634 of NRS;

(d) Any fact or condition exists which wounld have justified the
Commissioner in denying the licensee’s origlnal application for a license
pursuant 1o the provisions of this chupter; or

(e) The licensee: -

(1) Failed to open an office for the ‘conduet of the business
authorized by his license within 180 days after the date his license was
issned; or : : ‘

(2) Has failed to rermain open for tle conduct of the business for a
period of 180 days without good canse therefor.
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4. Any revocation or suspension applies only to the license granted
to a person for the particular office for which graunds for revocation or
suspension exist.

5. An order suspending or revoking a license becomes effective 5 .

days after being entered nnless the order specifies otherwise or a stay is
gratited. Y

Sec. 69. A licensee may surrender any license issned pursuant 1o
the provisions of this chapter by delivering it to the Commissioner with
written notice of its surrender, but a surrender does rot affect his civil or
criminal liability for acts committed prior thereto.

Sec. 70. A revecation, suspension, expiration or surrender of any
license does not impair or affect the obligation of any preexisting lawful
loan agreement between the licensee and any customer. Such a loan

agreement and all lawful charges thereon may be collected by the

licenisee, its SUCCESSOTS OF USSIGHS. - .

Sec. 71. 1. Annually, on or before April 15, each Heensee shall
file with the Commissioner a report of operations of the licensed
business for the preceding calendar year. ‘ .

3. The licensee shall make the report under oath and ou a form
prescribed by the Commissioner. : .

3. If any person or affiliated group holds more than one license in

o

this State, it may file a composite annual report.

Sec. 72. 1. A court of this State may exercise jurisdiction over a.

party to a civil action arlsing under the provisions of this chapter on any
basis not inconsistent with the Constitution of the State of Nevada or the
Constitution of the United States. ' .

2. Personal service of summons upon @ parfy ousi
sufficient to confer upon a court of this State Jurisdiction over the party

so served if the service is made by delivering a copy of the sumnons,
together with a copy of the complaint, to the party served in the manner

provided by statute or rule of court for service upon a person of like kind
within this State. .

3. In all cases of such service, the defendant s 40 days, exclusive
of the day of service, within which to answer or plead. _

4. This section provides an additional manner of serving process
and does not invalidate any other service. :

Sec. 73. 1. Except as otherwise provided in this section, if a
licensee willfully:

(a) Enters into a loan agreement Sfor an amount of interest or any
other charge or fee that violates the provisions of this chapter or any
regulation adopled pursuant thereto;

(8) Demands, collects or receives an amount of interest or any other
charge or fee that violates the provisions of this chapter or any
regulation adopted pursuant thereto; or

de this State is
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(c) Commits any other act or omission that violates the provisions of
this chapter or any regulation adopted pursuant thereto,

w the loan is void and the licensee is not entitled to collect, receive or
retain any principal, inferest or other charges or fees with respect to the
foan.

2. Theprovisions of this section do not apply if:

(a) A licensee shows by a preponderance of the evidence thar the
violation was not intentional and resulted from a bona fide error of
computation, notwithstanding the maintenance of procedures reasonably
adapted to avoid that error; and

(B) Within 60 days after discovering the error, the licensee notifies
the customer of the error and makes whatever adjustments in the
aceount are necessary to correct the error.

See. 74. In addition to any other remedy or penalty, if a licensee
violates any provision of section 29, 31 to 47, inclusive, 49, 50, 57 or 38
of this act or any regulation adopted pursuant thereto, the customer may
bring a civil action against the licensee for any or all of the following
relief:

1. Actual and consequential damages;

2 An additional amonnt, as statutory damages, which is equal to
$1,000 for each violation;

3. Punitive damages, which arve subject to the provisions of NRS
42.005;

4. Reasornable attorney’s fees and costs; and

5. Anp other legal or equitable relief that the court decins
appropriate. ‘

Sec. 75. NRS 598D.130 is hereby amended to read as follows:

598D.130 A morigage, deed of trust or other instrument that
encumbers home property as security for repayment of a home loan must
expressly indicate in writing in a size equal to at least 14-point bald type
on the front page of the mortgage, deed of trust or other instrument that
the home loan is a home loan as defined in NRS 598D.040 {1 and is
subject to the provisions of § 152 of the Home Ownership and Equity
Protection Act of 1994, 15 US.C. § 1602(aq), and the regulations
adopted by the Board of Governors of tie Federal Reserve System
purstani thereto, including, without Emitation, 12 C.F.R. § 226.32.

Sec. 76. NRS 232.545 is hereby amended to read as follows:

232.545 1. An Investigative Account for Financial Institutions is
hereby created in the State General Fund. The Accounti consists of money
which is:

(a) Received by the Depariment of Business and Industry in connection
with the licensing of financial institutions and the investigation of persons
associated with those institutions; and

(b) Required by law to be placed therein.
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2. The Director of the Department of Business and Industry or his
designee may authorize expenditures from the Investigative Aeccount to
pay the expenses incurred:

(2) In mvestigating applications for licensing of financial institutions
and in investigating persons associated with those institutions;

(b) In conducting special investigations relating to financial institutions
and persons associated with those institutions; and

(c) In connection with mergers, consolidations, econversions,
receiverships and liquidations of financial institutions.

3 As used in this section, “financial institution” means an institution
for which licensing or registration is required by the provisions of titles 55
and 56 jand-chapters-604-and-649} of NRS H, chapter 649 of NRS and
sections 2 to 74, inclusive, of this act.

Sec. 77. NRS 363A.050 is hereby amended to read as follows:

363A.050 1. Except as otherwise provided in subsection 2,
“financial institution™ means:

(a) An institution licensed, registered or otherwise authorized to do
business in this State pursuant to the provisions of fitle 55 or 56 of NRS or
chapter }664;} 645B, 645E or 649 of NRS or i 5
seetlons 2 to 74, inclusive, of this act, ot a similar institution chartered or
licensed pursnant to federal law and doing business in this State;

(b) Any person primarily engaged in: '

(1) The purchase, sale and brokerage of securities;

(2) Originating, underwriting and distributing issues of SECUrities;

{3) Buying and selling commodity contracts on either a- spot or
future basis for the person’s own account or for the account of others, if
the person is a member or is associated with a member of a recognized
commodity exchange; : :

(4) Furnishing space and other facilities to members for the purpose
of buying, selling or otherwise trading in stocks, stock options, bonds or
commodity contracts;

(5) Furnishing investment information and advice to others
concerning securities on a contract or fee basis;

(6) Furnishing services to holders of or brokers or dealers in
securities or commodities; :

(7) Holding or owning the securities of banks for the sole purpose
of exercising some degree of control over the activities of the banks whose
securities the person holds; :

(8) Holding or owning securities of companies other than banks, for
the sole purpose of exercising some degree of control over the activities of
the companies whose securities the person holds;

(9) Issuing shares, other than unit investment frusts and face-
amount certificate companies, whose shares contain a provision requiring
redemption by the company upon request of the holder of the security;
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(10) Issuing shares, other than unit investment trusts and face-
amount certificate companies, whose shares contain no provision requiring
redemption by the company upon request by the holder of the security;

(11) Issuing unit investment trusts or face-amount certificates;

(12) The management of the money of trusts and foundations
organized for religious, educational, charitable or nonprofit research
purposes;

(13) The management of the money of frusts and foundations
organized for purposes other than religious, educational, charitable or
nonprofit research;

(14) Investing in oil and gas royalties or leases, or fractional
interests therein;

(15) Owning or leasing franchises, patents and copyrights which the
person in tun licenses others to use;

(16) Closed-end investments in real estate or related mortgage
assets operating in such a manner as to meet the requirements of the Real
Fstate Investment Trust Act of 1960, as amended;

(17) Investing; or

(18) Any combination of the activities described in this paragraph,
= who is doing business in this State;

(c) Any other person conducting loan or credit card processing
activities in this State; and ‘

(d) Any other bank, bank holding company, national bank, savings
association, federal savings bank, trust company, credit union, building
and loan association, invesiment company, registered broker or dealer in
securities or commodities, finance company, dealer in commercial paper or
other business entity engaged in the business of lending money, providing
credit, securitizing receivables or fleet leasing, or any related business
entity, doing business in this State.

2. The term does not include a credit union organized under the .

provisions of chapter 678 of NRS or the Federal Credit Union Act.

Sec. 78. NRS 645B.0119 is hereby amended to read as follows:

645B.0119 “Financial services license or registration” means any
license or registration issued in this State or any other state, district or
territory of the United States that suthorizes the person who holds the
Jicense or registration to engage in any business or activity described in the
provisions of this chapter, firle 55 or 56 of NRS or chapter {6045} 645,
645A, 645C, 645E or 649 of NRS or Hitle-55-or-56-0f MRS} sections 2 fo
74, inclusive, of this act.

Sec. 79. NRS 658.098 is hereby amended to read as follows:

658.098 1. On a quarterly or other regular basis, the Commissioner
shall collect an assessment pursuant to this section from cach:

(a) Check-cashing service or deferred deposit foan service that is
supervised pursuant to fehapter604-of DNRS} sections 2 to 74, inclusive,

of this act;
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(b) Collection agency that is supervised pursuant to chapter 649 of
NRS; : .
(c) Bank that is supervised pursuant to chapters 657 to 668, inclusive,
of NRS;

(d) Trust company that is supervised pursuant to chapter 669 of NRS;

; (e) Development corporation that is-supervised pursuant to chapter 670
of NRS;

{f) Corporation for economic revitalization and diversification that is
supervised pursuant to chapter 670A of NRS;

(g) Person engaged in the business of selling or issuing checks or of
receiving for transmission or transmitting money or credits that is
supervised pursuant to chapter 671 of NRS;

(h) Savings and loan association that s supervised pursuant to chapter
673 of NRS;

(i) Person engaged in the business of lending that is supervised
pursuant to chapter 675 of NRS;

{j) Person engaged in the business of debt adjusting that is supervised
pursuant to chapter 676 of NRS;

(k) Thrift company that is supervised pursuant to chapter 677 of NRS;
and

(1) Credit union that is supervised pursuant to chapter 678 of NRS.

2. The Commissioner shall determine the total amount of all
assessments to be collected from the entities identified in subsection 1, but
that amount must not exceed the amount necessary to recover the cost of
legal services provided by the Attorney General to the Commissioner and
to the Division of Financial Institutions. The itotal amount of .all
assessments collected must be reduced by any amounts collected by the
Commissioner from an entity for the récovery of the costs of legal services
provided by the Attorney General in a specific case.

3. The Commissioner shall collect from each entity identified in
subsection | an assessment that is based on: - :

(a) A portion of the total amount of all assessments as determined
pursuant to subsection 2, such that the assessment collected from an entity
identified in subsection 1 shall bear the same relation to the total amount of
all assessments as the total assets of that entity béar to the total of all assets
of all entities identified in subsection 1; or -

(b) Any other reasonable basis adopted by the Comrnissioner.

4. The assessment required by this section is in‘addition to any other
assessment, fee or cost required by law to be paid by an entity identified in
subsection 1. ' ‘

5. Money collected by the Commissioner pursuant to this section
must be deposited in the State Treasury pursuant to the provisions of NRS
658.091. ' ‘

Sec. 80. NRS 675.040 is hereby amended to read as follows:

675.040 This chapter does not apply to:
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1. A person doing business under the authority of any law of this
State or of the United States relating to banks, savings banks, trust
companies, savings and loan associations, credit unions, development
corpotations, mortgage brokers, mortgage bankers, thrift companies,
pawnbrokers or insurance companies.

2 A real estate investment trust, as defined in 26 U.S.C. § 856.

3. An employee benefit plan, as defined in 29 U.S.C. § 1002(3), if the
loan is made directly from money in the plan by the plan’s trustee.

4. An attorney at law rendering services in the performance of his
duties as an attorney at law if the loan is secured by real property.

5. A real estate broker rendering services in the performance of his
duties as a real estate broker if the loan is secured by real property.

6. Except as otherwise provided in this subseetion, any firm or
corporation:

(a) Whose principal purpose or activity is lending money on real
property which is secured by a mortgage,

(b) Approved by the Federal National Mortgage Association as a seller
or servicer; and

(c) Approved by the Department of Housing and Urban Development
and the Department of Veterans Affairs.

7. A person who provides money for investment in loans secured by a
lien on real property, on his own account.

8. A seller of real property who offers credit secured by a mortgage of
the property sold.

9, A person holding a nonrestricted state gaming license issued
pursuant to the provisions of chapter 463 of NRS.

10. A person licensed to do business pursuant to sections 2 to 74,
fnclusive, of this act. :

Sec. 81. NRS 675.060 is hereby amended to read as follows:

675.060 1. No person may engage in the business of lending in this
State without first having obtained a license from the Commissioner
pursuant to this chapter for each office or other place of business at which
the person engages in such business £}, except that if « person intends to
engage in the business of lending in this State as a deferred deposit loan
service, short-term loan service or title loan service, as those terpis are
defined in sections 2 to 74, inclusive, of this act, the person must obiain a
Hcense from the Commissioner pursaant to sections 2 to 74, inclusive, of
this act before the person may engage in any such business.

2. For the purpose of this section, a person engages in the business of
lending in this State if he:

(a) Solicits loans in this State or makes Joans to persons in this State,
unless these are isolated, incidental or occasional transactions; or
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(b) Ts located in this State and solicits loans outside of this State or
makes loans to persons located outside of this State, unless these are
isolated, incidental or occasional transactions. :

Sec. 82. NRS 604.010, 604.020, 604.030, 604.040, 604,050,
604.060, 604.070, 604.080, 604,090, 604.100, 604.110, 604.120, 604.130,
604,140, 604.150, 604.160, 604.162, 604.164, 604.166, 604.170, 604.180
and 604.190 are hereby repealed.

Sec. 83. 1. Ifaperson:

(a) On July 1, 2005, holds a valid certificate of registration or license
that was issued by the Commissioner of Financial Institutions pursuant to
chapter 604 or 675 of NRS before July 1, 2005; and

(b) Operates a check-cashing service, deferred deposit loan service,
short-term loan service or title loan service, as those terms are defined in
the provisions of sections 2 to 74, inclusive, of this act,
= the person’s certificate of regisiration'or license shall be deemed to be a
license issued by the Commissioner of Financial Institutions pursuant to
the provisions of sections 2 to 74, inclusive, of this act unti{ the date on
which the person would have been required to renew his certificate of
registration ot license pursuant to chapter 604 or 675 of NRS.

2. A person described in subsection 1 shall:

(a) On and after July 1, 2005, comply with all provisions of sections 2
to 74, inclusive, of this act relating to transactions with customers,
inchuding, without fimitation, all provisions relating to loans, extensions;
repayment plans, interest, fees, charges and collections; and

{b) On and after October 1, 2005, comply with all other provisions of
sections 2 to 74, inclusive, of this act, except that the person does not have
to renew his certificate of registration or license until the date on which the
person would have been required to renew his certificate of registration or
license pursuant fo chapter 604 or 675 of NRS.

Sec. 84. This act becomes effective on July 1, 2003,

LEADLINES OF REPEALED SECTIONS

604.910 Definitions.

604.020 “Cashing” defined.

604.030 “Check” defined.

604.040 “Check-cashing service” defined.

604.050 “Commissioner” defined.

604.060 “Deferred deposit” defined.

604.070 “Deferred deposit service” defined.

604.080 “Licensee” defined.

604.090 Registration required; applicability of chapter.
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604.100 Application for registration: Contents; fee.

604.110 Surety bond.

604.120 Deposit of securities in lieu of surety bond.

604.130 Certificate of registration: Issuance; form and size;
contents; display. '

604.140 Expiration and renewal of certificate of registration.

604.150 Change of control of licensee: Notification and
application to Commissioner.

604.160 Licensee to post and give written notice of fees charged;
signature of customer required on notice.

604.162 Limitations on fees for check not paid upon presentment
because of insufficient funds.

604.164 Licensee deferring deposits to provide each customer
with written agreement; contents.

604.166 Licensee may pursue collection proceedings upon default
on loan made in form of deferred deposit; charges and interest.

604.17¢ Regulations, _

604.180 Prohibited acts by licensee relating to deferred deposit.

604,190 Commissioner to charge licensee fee for supervision,
examination, audit, investigation or hearing; billing and payment;
penalty for late payment; failure to pay grounds for revocation of
certificate of registration.
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ASSEMBLY BILL 384
PROPOSED AMENDMENTS
Assemblywoman Barbara E. Buckley

Senate Committee on Commerce and Labor
May 6, 2005

Following is a summary of the sections amended in the mock-up of Assembly Bill 384
(first reprint):

1. Sections on Definitions
> Section 8 - Clarifies definition of “default” to eliminate a reference to “repayment plan.”
> Seetion 17 - Clarifies definition of a “shori-term loan.”
> Section 19.- Clarifies definition of a “title loan,” and in particular, what is not
included in that term.
» New Section - Clarifies certam terms have the meanings given to them under
federal law. (Inserted for purposes of the mock-up after Section 21.)

2. Section 23 (Grace Periods) - Clarifies that a licensee caznot charge additional fees or
interest on the outsianding loan during the grace period.

3. Section 31 (Written Agreements) Adds an addltmnal disclosure requirement regardmg
the opportunity to emnter into a repayment plan before a civil action or altematwe dispute
resolution may be commenced

4. Section 33 (Protections for Customers Called to Active Duty in Milltary) - Includes

threats to gamish wages or to conact the military in the acts that are specifically
prohibited.

5. Section 34 (Prohibitions on Certain Types of Loans) - Limits the section to
deferred deposit or short térm loans (net title loans), and provides that the monthly
payment (rather than the loan amount) cannot exceed 25 percent of the borrower’s expected
gross monthly income when thi¢ ioan js taken out.

6. Section 35 (Prohibitions on Certain Acts by Licenseec) - Clarifies language with regard
to the prohibition on taking a mote or promise to pay which does not make. certain.
disclosures. Also adds language prohibiting a licensee from charging a pre-default late fee
that is void as a penalty under common law.

7. New Section - Adds language regardmg the terms of a title loan and ‘the authorization to
repew the loan unider ceptiin conditions. (Inserted for the purposes of the mock-up
between Sections 36 & 37)

8. Section 37 (Prohibitions on Certaln Acts by Licensees) - Adds “vehicle ownership” to
the list of items cennemmg ‘whijch' the custemer must sign an affidavit stating he has
provided true and’ emreet information. © -
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9. Section 38 (Application of the Uniform Commercial Code and Remedies on Default of
Title Loan):

» Provides that the sole remedy upon default on a title loan or an extension or
repayment plan is to seek repossession and sale of the motor vehicle. Language
requiring the commencement of a legal action to seek the repossession and sale is
deleted. - '

> Deletes language specifying that making necessary frepairs to the motor vehicle is
not “deemed waste.” :

» Revises procedures for making available to the customer his personal property
contained in a repossessed motor vehicle.

» Allows a civil action for fraud also to be brought against a customer who
wrongfully transfers any interest in the motor vehicle to a third party before the
loan is repaid.

10. Section 40 (Authorization to Pay Loan in Full without Additional Fees) - Adds
language to clarify the charges and fees that may. be negotiated and agreed to by the
parties.

11. Section 42 (Repayment Plans) - Revises the language regarding repéyment plans the
licensee must offer prior to commencing a civil action or any alternative dispute resolution.

12. Section 43 (Limitation on Period for Repayment) - Limits the section to deferred deposit
or short-term loans; specifies a 2-month limitation on the period for repayment (instead of
8 weeks); and provides an exemption to this section for certain licensees.

13, Section 44 (Amounts that May be Collected on Default of Loan)
» Clarifies the licensee may collect the principal amount of the loan less all payments
made before and afier default.
» Deletes a reference to “repayment plan” and adds a reference to section 43
{as amended) under subsection 1(b), which relates to the interest the licensee may
collect if there is an extension relating to the loan.

14. Section 64 (Annual Examination of Licensee’s Business by Commissioner) - Provides
that if Commissioner concludes, after anditing one of more branches of a licensee, that the
specified documents are identical at each location, the Commissioner has the authority to
review only those branches that are deemed necessary.
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TESTIMONY BEFORE
'THE SENATE
COMMERCE AND LABOR COMMITTEE
" AB384— PAYDAY LENDING BILL

May 6, 2005

Nevada Fair Housing Center appreciates the opportunity to present this statement to the
Nevada State Senate Committee on Commerce and Labor. We offer this testimony in
strong support of A B. 384, which increases consumer protections for borrowers of short-
term, high interest loans.

Nevada Fair Housing Center, Inc. enforces the Fair Housing Act, protects consumers
from predatory mortgage lending and administers financial literacy and first-time home-
buyer programs. Through programs that promote equal access to capital and credit,
NFHC supports neighborhood revitalization and community economic development.

As part of our efforts to ensure that low-income neighborhoods can access capital and
credit on fair terms, we conducted a study of payday lenders and other short-term, high
interest cash lenders in Nevada. Our findings can help craft legislation that includes
appropriate consumer protections.

Short-term, high interest lenders make money in two ways: on the front-end of the
transaction in the form of finance charges and interest and on the back-end of the
transaction in the form of late fees and rollovers. We are mainly concerned with abusive
practices on the back end.

Abusive Debt Collection Practices

When a short-term, high interest loan goes unpaid, some lenders file debt collection suits
with the Las Vegas Justice Court. Lenders are certainly entitled to recoup the amount of
money they originally lent. Our study, however, documents a number of abusive debt
collection practices that lenders use to collect sums well in excess of the original loan
 amount, ' '

We investigated the debt collection practices of 9 short-term, high interest installment
lenders. Some lenders add exorbitant late charges to their debt collection suits. Others
sue their customers for treble damages under NRS 41.620.
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NRS 41.620 enables merchants to collect three times the amount of a check returned for
insufficient funds, up to $500. It is intended to deter check-fraud. It is not intended to -
allow unscrupulous lenders to pile damages on to their debt collection suits. In July of
2002, the Commissioner of Nevada Financial Institutions Division issued a memo
explicitly prohibiting the use of NRS 41.620 by payday lenders (Walsahw 2002).

~ Despite this prohibition, our study found that some lenders ! regularly sue for treble
damages under NRS 41.620. Moreover, they require borrowers to write multiple checks
for a single transaction, allowing them to circumvent the $500 limit. .

For example, in one case we examined (no. 04C-003038), the customer borrowed $300.
He wrote three checks, each for $130 (theré was a finance charge of $90). When all three
checks were retumned for insufficient funds, the lender” sued for treble damages on each
check, or for $1170 ($390+$390+$390=$1170). Had the customer written one check for
$300, the lender would have been able to sue for only $500 in damages. ‘In this case, the
court ordered the borrower to pay $1832, including court costs and attorney’s fees. He
had repaid $1728 at the time of our examination. The court had issued a writ of
execution garnishing his wages for the remainder. :

Our findings suggest that such examples are not rare. For the most abusive lenders in our
study,? the typical borrowers ended up paying a sum more than five or six times the
original loan amount.

A.B. 384 takes important steps to reign in these abusive debt collection practices. |
Specifically, it: -

o Clearly states what fees and rate of interest can be charged on delinquent
accounts; ‘

o Explicitly prohibits the use of NRS 41.620 by deferred-deposit and payday
lenders; ‘ . '

» Prohibits lenders from making multiple loans to one customer at a single time;
and

» Prohibits lenders from requiring borrowers to write multiple checks for a single
loan.

The issne of rollovers

The second issue we’re concerned with is rollovers. The term “rollover” refers to paying
just the interest or finance charge on a short-term loan to extend it for another term— -
usually 2 weeks, Some customers pay to rollover their loans many times but never
reduce the loan principal.

! Rapid Cash, Easy Cash and Cool Cash

% Cool Cash

* The typical Budget Loans customer ended up paying 6.60 times the original loan mount; the typical Cool
Cash customer ended up paying 5.28 times the original loan amount,
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Consumer advocates argue that payday loans are structured to encourage such cycles of
repeat borrowing. Payday lenders, on the other hand, insist that only a very small
percentage of customers get stuck on the debt treadmill.

Although we lack data specific to Nevada on borrowing frequency, we reviewed a
number of studies conducted by regulators in other states. State regulators in Illinois,
Indiana and Wisconsin found that the typical customer took out between 10 and 12
payday loans a year. The North Carolina Commissioner of Banks and the Washington
State Financial Institutions Division found that a significant minority of customers in
each state took out more than 20 loans in a single year: over 7 percent (32,718 customers)
did so in North Carolina and over 8 percent (16,034 customers) did so in Washington.

A study based on data collected by the North Carolina Commissioner of Banks found that
payday lenders have a strong economic incentive to encourage recurrent borrowing., A
smaller number of repeat customers generated far more revenue for payday lenders than a
larger number of occasional borrowers.” '

These studies show that recurrent borrowing is a problem that warrants the attention of
policymakers. AB 384 would help address this problem by:

v Prohibiting rollovers and requiring a repayment plan upon default;

e Prohibiting loans greater than Y of a borrower’s expected monthly gross income;,
Prohibiting lenders from making loans to customers with loans already
outstanding; :

Prohibiting back-to-back transactions;

Requiring lenders to accept partial payments in any amount at no charge; and
Requiring lenders to provide customers with copies of the loan agreement and the
repayment schedule.

The issues of rollovers, late charges, and treble damages are highly contentious ones.

The lenders will argue that prohibiting rollovers and limiting fate charges and damages
will remove the economic incentive for borrowers to repay on time. They’re really trying
to protect their own economic incentive to encourage cycles of repeat borrowing and
charge abusive late fees.- ‘

It is possible to preserve the borrower’s incentive to repay while putting a stop to serial
rollovers and abusive late fees. AB 384 does just that.

* The 38 percent of all customers who took out between 1 and 3 loans in a year generated 12 percent of
total industry revenues, or $15 million. The 18 percent of customers who took out 12 or more loans in a
single year generated 40 percent of total industry revenues, or $49 million. From Skillern, Peter “Small
Loans, Big Bucks: An Analysis of the Payday Lending Industry in North Carolina.” Community .
Reinvestment Association of North Caroline, available at: http./fwww.cra- :
ng.org/small%20loans%20big%20bucks.pdf .
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Our study documented abusive practices in the Nevada payday loan industry. Increasing
consumer protections is prudent public policy. If comprehensive consumer protections
are not adopted in Nevada, the abuses documented in our study will only continue.
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May 6, 2005

Good morning, my name is Michele Johnson. Iam President/CEQ of Consumer
Credit Couhseling Service, a not-for-profit United Way HUD certified organization
serving residents of Nevada for over 30 years. CCCS provides basic financlal and
asset Euildlng services including Hown-payment assistance, IDA accounts,
establishment of checking and seivings accounts, income tax preparation,
finandial literacy, financlal counseling, mortgage defauit/delinquency cﬁunsellng
and debt ménagement and repayment. We provide financlal counseling, face-to-
ra'ce, to over 650 individuals and families each month and if is; circum.stances
specific to these clients.and the disturbing trends being experienced I would like
to brefly address today. ' | |
As you are aware, the payday fending and small loan industry has grown
exponentially the past few years and we see the effects on a dally basis with
consﬁmers seeking solutions (other than bankruptcy) for their indebtedness. ‘
Obligations to payday and/or small loan cqmpanies added to an already over-
Eurdenecl consumer result in a downward financial spiral. It also seems evident
that marketing by the industry is directed to mindr‘rties, low to moderate-income |
Individual§ and seniors. Spanish speaking consumers sign documents in English,
knowing only what they are told, which may ven) weli not be the same as the

written word.
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In March 2005 our agency, on a stét'ewide basis, provided financial counseling to
660 unduplicated individuals/farilies who were seeking options and resources to
meet their financlal obligations while still paying rent and utilities, buying food

. and paying child care eXpéﬁses. Of those, 17.4% oweq one or more payday
loans and) or small joan companies. These consumers were obligated to
from one to seventeen different financial obligations and, in over 95% of the
clients, this debt was in addition to other consumer debt (credit card, retail,
etc;). In addition, of those ‘providing the infon;nation, over 83% were ethnic
gfoups and/or seniors.

1 spoke earliér of seniors and will provide an example which is, unfortunately, not
rare. A 71~year—old gentleman came in for assistance. His total net monthly
income is $1,000.25 from soclal security. - He owed 15 payday and four smal!
loan companies ~ 19 creditors mth monfhiy payments totaling $3,627.
'This started with one loan of $100.00. His social security check arrives on
the 3" of each month. On the 16™ he borrowed $100, to be repaid on the 30™.
Unfortunately, he had no income until the 3™ so when the loan became due he
borrowed from another payday company to pay the intérest on the first Idan

- and on and on and on, resuiting in almost $4,000 in debt. Moreovér, this
amount did not reflect costs with the legal action that V\;as being processed.

| A Spanish-speaking client eniisted our assistance to repay his six payday loans.

. On January 25, 2005 one of the companies responded in'writing to our agency,

actepﬁng the proposed payment of $67 on a $400 batance. On T:ebruéry 26,
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2005 a lawsuit was filed fbr treble damages, resuiting in a demand for
$1,978.08 plus 15% interest per two weeks. Al this for a $400 debt the
company agreed to accept payments on and had, in fact, already received two
payments as agreed. |

The examples could continue, as we see them daily. Consumers are being
_exploited. .Being indebted to 19 creditors (four of these loans to one company)
as a 71-year old with no possible way to repay is ekploitatlon. Owing $400 and
fiquidating the debt as agreed upon by the payday loan corhpany only fo be sued
for almost $2,000 is exploitation. Iam asking you consider the proposed
legislation to provide prbtectlon for your constituents, the residents of Nevada.

Thank you for allowing me to speak.
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TESTIMONY
~ AB384
SENATE COMMERCE & LABOR COMMITTEE
5/6/05

GOOD MORNING MR. CHAIRMAN AND COMMITTEE
MEMBERS. FOR THE RECORD DEBBIE SMITH
REPRESENTING ASSEMBLY DISTRICT 30. I WAS
CONTACTED BY A CONSTITUENT, ROBBIN NOVELLO
WHO WANTED TO BE HERE TODAY TO PROVIDE
TESTIMONY ON THIS BILL BUT WAS UNABLE TO
TAKE TIME OFF WORK. SHE REQUESTED THAT I

READ HER TESTIMONY FOR THE RECORD:
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I was watching the news and saw a story regarding
payday loans centers and noticed the 73rd Legislation
was introducing a bill to "rein in" these places due to
the high interest rates they charge consumers. I have
a story of my own and was wondering how I could go
about making my story known. I obtained a loan from
a local payday loan center due to numerous job layoffs
on my husband’s part, and mounting financial
difficulties that resulted from that. I had twins in high
school at the time and the expenses that are part of
school costs, sports, and eventually graduation only
added to our problems financially. To try to put itina
nutshell, the payments they required me to make on a
weekly basis were exorbitant, and unless I was able
to pay more than the payment they required, the
monies never went toward the actual loan amount.
After months of paying them and not seeming to get
anywhere, my husband again was laid off, making it
extremely difficult for me to continue paying them at
the pace I was. I requested on several occasions to
work out some sort of payment arrangement and was
denied each time. I eventually fell behind, which
resulted in fines and penalties that only kept adding to
the amount I originally owed. After some time, 1
received notice I was being taken to court, but even
though the loan was obtained at a Sun Valley Loan
store, I was taken to court in Las Vegas, Naturally I
could not take time off of work to go in the middle of
the week so of course, was "defaulted". What started
out as a $750.00 loan ended up being just under
$4,000.00. Not only were my wages garnished, but
they also went into my husband's bank account and
took every penny he had In there which was just over
$2,300.00. I tried to contact the Loan Center, but got
no response. I also tried to contact the Collection
Bureau, and received less than polite responses. I
also wrote to the FID in Nevada that handles
consumer issues, but have not yet heard back from
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them. This whole experience has put a great strain on
our already precarious financial situation, as well as
our personal relationship. It has also done great
damage in my relationship with my superiors at my
job because of the amount of the garnishment. I have
had other experiences as well, one other being with a-
Title Loan company in which I obtained a loan in order
te not only pay the other loan center its weekly
payments but also to try to keep up with the bills on
the homefront. It seems to only be a vicious circle of
owing everybody, and paying back five times what
you originally borrow! Sincerely, Robbin Novello,
5550 Gentle Drive, Sun Valley, Nevada, 89433...(775)
674~1967.
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A

SECURITY
FINANCE

Thank you Chairman Townsend and Senators for the cpportunity to speak
on behalf of Security Finance with regard to our industry and our views

with respect to AB 324.

My name is Phillip Holt and I am the Vice President of Government
Relations for Security Finance of spartanburg, 5.C. Security Finance
is small consumer loan company with over 900 retail locations
throughout the United States and Mexico. Security Finance currently
has 14 locations in MNeveda and with nearly 10,000 customers in the

state.

The small installment loan industry provides congumers with a lending
option for short-texm, emall consumer loans. There is a large and
growing consumer demand for short-term, small consumer loans, but the
current market provides only 1imited options for these consumers.

Security Finance is among the nation‘s leaders in short-term, small
consumer loans, with operations in 19 states across the country with
over 50 years of experience. As a leader in the industry, Security
Finance is committed to highest level of standards, and is a active
member of the American Financial Services Association. I have
provided to each of you today a copy of the Code of Ethics which as a
member of AFSA, we are determined to adhere to.

T have also taken the liberty to provide you with a “Member Company
Fact Sheet”, simply for reference PUrpoSES.

Unlike other competitors servicing similar customers, amall installment

loan companies, like Security Fimance, offer several advantages to

consumers:

* Test the ability to repay the loan by working out a pudget with
borrowers

* Allow the borrower to reduce the principal each month through
monthly installments

* Participate and invest in Financial Literacy prodrams such as

Jump$tart and MoneySKILL, spensored by the American Financial Services
Association ’

* report good and bad credit experience to credit Bureaus, helping
consumers establish a stronger credit record
* provide competitive, economic rates

Do not require post-dated checks

Do not take possession or title to any collateral
Do not use credit acoring

Do not inflict prepayment penalties

PR )
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The short-term, small installment. lcan market is growing rapidly. The
typical consumer is not able to obtaim a short-term, small loan from a
traditional bank or make use of credit cards. They desire or need a
longer term than provided by a payday loan and may not have a car with
clear title on which to obtain a car title leoan.

More importantly, they are attracted to the relatively faverable terms
of the Security Finance product, which can be much less expensive than
the options currently available in the marketplace.

Short-term, small installment loans are growing rapidly in number. In
each of the 19 states where Security Finance currently conducts
business, they make thousands of consumer loans each year. The typical
loan is for a few months, and the average loan is for just a few
hundred dollars.

Consumers obtain short-term, small loans for the purposes you would
expect: car and home repairs, medical bills and prescriptions,
emergency travel, school supplies, children’s clothes, and Christmas
gifts are all typical examples.

The financial services market in the United States is changing rapidly.
Most of the changes we hear about, insurance products with multiple
coptions, security and real estate services from traditional banks, and
low interest mortgage rates are designed for the middle clase or those
well-to-do. But not all consumers £it that profile. That is why it
i necessary to provide to the consumer, a safe, affordable, regulated
preduct that is completely transparent with all the cost associated
with the loan.

I thank you for the opportunity to speak to your committee today and
answer any questions from the committee.
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SFAFGA

Amaerican Financial Services Association

Member Company Fact Sh'eet

The American Financial Services Association (AFSA) is the national trade assomation for
finance companiés and other consumer and commercial lenders that raise funds in the capital
markets. These market funded ienders then ‘recycle” these funds by prowdlng financial
services at the community level to mdwtduals and small busrnesses

Founded in 1916, AFSA has a broad membership, ranging from large national financial
services firms to single office, independently owned consumer finance companies. Although it
is diverse, AFSA's membershlp is Umted by its main goal of serving the credlt needs of
consumers and busmesses . :

AFSA MEMBERS — PRODUCTS AND SERVICES :
Current membership is nearly 400 active (consumer fi fi nance) associate (industry suppliers) ‘
affiliate (state associations) and commercial finance and forelgn member companies with over

10,000 offices. Mefnbers include:

® Diversified Financial Services Compames - Compames that oﬁer a broad range of
. financial products and services fo middlezincome consumers through offices nationwide. Credit
products include: personat loans, first and second mortgages, home equity line of credit, credit
cards and private label cards, sales financing and credit insurance. Many also offer consumer
deposit products through banks or savings and loans owned or affiliated with them. Someé
AFSA members that are diversified financial services companies include: American General
Finance, Inc.; The CIT Group, Inc., GE Consumer Flnance - U.S. & Canada Wells Fargo
Finangial, Inc. and Househoid Flnance Corporation. :

@ Automotive Finance Companies — In addition to the captive companies, these companies
operate on a regional and national basis providing indirect financing to automotive deajers of
new and pre-owned vehicle customers. Companies include: AmeriCredit Financial Services,
Ameristar Financial Company, Reliable Credit Association, Iric., Mission Financial Services,
TICO Credit Company and Wells Fargo Financial Acceptance Co_rporatzon among others,

@ Captive Finance Companies —~ These companies, often owned by a manufacturer of hard
durable goods, provide financing for customers who purchase their products. In addition to
offering financing and leasing options on products manufactured by the parent, the companies
or their parents have formed or acquired other financial entities that include: credit card
affiliates, mortgage companies, savings and loans, and consumer finance affiliates. Finance
subsidianies of manufacturers include: DaimlerChrysler, GMAC Financial Services, Ford Motor
Credit Company, Harley-Davidson Financial Services, Inc., Hyundai Motor Acceptance
Corporation, Nissan Motor Acceptance Corporat:on Saab Flnanmal Setvices Corp and Toyota
Motor Credit Corporatlon ' :
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@ Consumer Finance Companies - Consumer loan companies' core business includes:
unsecured personal loans, home equity loans and sales ﬁnancing (providing credit for retailers’
customers.} This group includes multi-billion dollar companies with natienwide offices, regional
companies, and independently owned firms that have one branch office or branches in several
states. Consumer finance companies include: Amarican General Finance Corporataon
CitiFinancial, Washington Mutual Finance, Weils Fargo Flnanclal Inc. and independently
owned firms such as 1* Franklin Corperation, First Tower Corp, Hezghts Finance Corporation,
- Pioneer Credit Company, Reliable Credit Association, Security Flnance Corporatton of
Spartanburg, United anance Co. and World Acceptance Corporatlon

Many independenﬂy owned companies specialize in one type of lendmg, for example

- such as Speciaﬂy au;‘o financing.

e Mortgage Lenders —~ Companies that prowde home equaty loans/second mortgages

manufactured housing loans an other loans secured by a borrower’s residence. Companies in
this category include Ameriquest Mortgage Comipany; Conseco Finance Corp., Countrywide
_ Home Loans, Equity One; CitiFinancial, Household Finance Corp; Key Consumer Real Estate;
Washlngton Mutual Finance and Wells Fargo Financial, Inc.

e GCommercial Finance Companies — Companies that offer commercial finance and leasing
services include: Boeing Capital Corporation, Financial Federal Credit, Inc.; GATX Capital
Corporation, International Lease Finance Corporat:on, John Deere Credit Corporatlon and
Textron Financial Corporation, . _

e Credl’t Card Issuers ~ Companies that offer bank cards charge cards, credit cards, or’
pnvate label cards. Several AFSA member companies are among the largest credit card.
issuers iri the United States: iincluding: Capital One, GE. Consumer Finance — U.S. & Canada;
GMAC Financial Services, Household Intemational, MBNA, Metris Companles Inc., Morgan
Stanley (Discover). _ . .

N Flnancial Services, Retail Trade ~ Compames that are general merchandise or departmont
store retailers, but have substantial volumes of captive financing business plus other financial
services such as securitization, third-party servicing, etc. AFSA member mcludes Sears
Roebuck & Co.

For more information about AFSA, please visit its Website at www.afsaonline,org

Updated November 13, 2002
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| Amencen Financial Services Association

The American Financial
Services Association’s (AFSA)
| Code of Ethlcs '

A gu:de to self-regulatory mltiativés followed by AFSA ::nembers:
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CODE OF ETHICS

Code of Ethics _

he members of the American Financial Services Association believe that the interest of the public, member

companies, and industry employees can best be served by conducting business in a way which builds and
fosters public trust and confidence in the consurer financial services industry through the continned commitment
to ethical business practices. Voluntary standards and statements of industry values or best practices will be
adopted from time to time by the Board of Directors of the Association. Each AFSA member is expected to review
these standards and statements of value of best practices and, absent compelling reasons which would prevent their
implementation, establish and enforce corporate policies to carry out the letter and the spirit of these voluntary
standards and Association statemenis:of values or best practices.

Implicit in this Code of Ethics is the prcsumptlon that all Members will comply fully with all federal, state, and

local laws goveming the conduct of their businesses. Members of AFSA therefore agree to subscribe to and
conduct their businesses in accordance with the following minimum ethlcal gmdelmeS'

1. Members will disclose fully to customers the gost, terms, and Contractual obligations of credit and lease
transactions, Writfen instruments will be written to be stple plam and unambxguous to the extent permitted
by federal and. -state law. : .
2. The customer's ability to repay the credlt obligation out of ]mown current or expected resources within the
defined term shall be the paramount consideration in the decision to extend eredit.
3. _Any offering of optional ‘insurance or other optional products must be done in a clear and mformatwe manner.
- Any purchase of such a product must reflect a voluntary choicé by the consumer and must never be a condltmn
to the extension of credit. :
» (4 Members will abide by the AFSA Collection Code.
% J. .The advertising of financial services products shall be done in a clear and non-deceptive manner.
6. Electronic or telephonic monitoring of a Member’s employees will not be conducted without the ernployee’s
general knowledge that such monitoring may be utilized for the purposes of ensuring compliance with any
-televant consumer protection, upholdmg the Member’s standards for professionalism and courtesy, or any other
"purpose consistent with the security, integrity, and efficiency of the business.
7. Each member will exercise reasonable diligence to ensure that third parties with which it deals conduct
business in a lawful apd ethical manner, Members shall be reasonably vigilant as to the third party 8
‘credentials, reputatlon, p[actlcms and adherence to ethical standards.
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AMERICAN FINANCIAL SERVICES ASSOCIATION

Coliection Code

Preamble

Behevmg that the responsibility of this industry to serve the credit needs of the consumer is a public trust, we, the
members of the American Financial Services Association, hereby proclaim and agree to follow this Collection
Code

Purpose .

It will be our purpose as an industry to exhibit the same care and concern for a customer’s past due account as was
: derttonstrated when the original transaction occurred. The goal is to keep customers in good standing and to assist
them should they experience difficulties in répayment. . i .

. Communicating with Third Parties for the Pnrpose.nf' Locating the Customer
A creditor who communicates with any person other than the customer for the purpose of acquiring location
information (the customer’s home address, phone number and place of employmenl) shall:

"1, identify himself, state that he is conﬁnm,ug or correcting location mformal'lon regardmg the customer, and,
only if expressly requested, identify his employer;
2. not state that the customer owes any debt: ) :
3. -not communicate with any such person more than once unless requested to do so by such person or unless the
; creditor reasonably believes that the earlier response of such person 1s erroneous or incomplete and that such
person now has current or complete location information;
4. not use a post card, nor use any language or symbol on any envelope or other type of communication which
. can be seen or read by the public which mdrcates that the creditor collects debts, or that the commumcatiou
refates 1o the collection of a debt;
5. only communicate with the customer’s attormey if the creditor knows the customer is  represented and can
* obtain the attomey’s name and address, unless the attorney does not respond within 2 reasonahle time,

Communicating with the Customer for the Parpose of Collecting a Debt
Al commumnication with a customer regarding a debt shall:
‘1. be at reasonable hours (normally between 8:00 a.m. and 9:00 p.m) -
-2, not be at the customer’s place of employment if the creditor knows or has reason to know that the customer’s -
employer prohibits the customer from receiving such communication; - i
3. be through the customer’s attorney if the creditor knows the customer is represented and can obtain the
attorney’s name and address, unless the attorney does not respond within a reasonable time or the customer or
his attomey eonsents to direct contact with the creditor.
For purposes of this section, the term “customer” includes the customer’s spouse or parent (if the customer is a
. mjnor),

Communicating with Third Persons for the Purpose of Collecting a Debt
Except when attempting to locate a customer, a creditor shall not conmnunicate, without the prior consent of the
customer given directly to the creditor, or the express permission of a court of competent jurisdiction or as
reasonably necessary to effectuate a postjudgment judicial remedy, in connection with the collection of any debt,
with any person other than the customer, hrs attomey, a consumer reportlng agency if otherwise permitted by law,
or the attorney for the creditor.

For purposes of this secnon, the term ° customer” includes the customer’s spouse or parent (if the customer is a
minor).

© 11701 Amenean Fimmcral Services Association
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Ceasing Communication with the Customer and his Spouse with Respect to a Debt

If the customer notifies the creditor in writing that he refuses to pay the debt or that he wishes the creditor to cease
further communication, then no further contact shall be made with the customer regarding the debt. However, the
creditor may still notify the customer that certnin Jegal remedics will be invoked if that is the case, and may still
communicate with the customer’s attorney. . .

Collection Practices ' o
A creditor shall not engage in any conduct the natural consequences of which are to harass, oppress, or abuse an
person in connection with the collection of any debt. Examples of harassment ox abuse are contained in Section
806 of the Federal Fair Debt Collection Practices Act (15 U.5.C. 1692(e)). , .

A creditor shall hot use any false, deceptive, or misleading representation or means in connection with the -
collection of any debt; nor sball the creditor design, compile, furnish, or use any form which creates the false belief
in a customer that some other party is participating in the collection of a debt when in fact such party is not so
participating. Exaraples of false or. misleading representations ate contained in Section 807 of the Federal Fair Debt
Collection Practices Act (15 U.S.C. 1992(c)). - :

A creditor shall not use unfair or unconscionable means to collect or atternpt to collect any debt, Examples of
unfair practices are contained in Section 808 of the Federal Fair Debt Collection Practices Act (15 U.5.C. 1992(f)).

Validation of Debts . _
If a customer disputes a debt, the creditor shall take reasonable and responsible action to verify the existence of the

debt and to resolve-the complaint.

Mulfiple Debts
{f a customer has more than one account with the creditor, all payments made shall be applied to such accounis as
directed by the customer. |
Legal Actions . : ’ " ' :
If 1égal action is instituted by a creditor, suit shall be brought in the jurisdiction where the contract was made or
where the customer resides, or in the case of any action to enforce an interest in real property securing the
customer’s obligation, where real propesty is located. :

Existing Collection Laws : : . : oo
The purpose of this Code is to establish uniform rules of conduct for creditors to follow when collecting their
debis. It is recognized that some jurisdictions have existing laws providing similar or greater protection for the
customer and this Code shall not affect those laws or aiter any creditor’s obligation to comply with such laws in
addition to the Collection Code. :
The American Financial Services Association Collection Code is based on the principles contained in the
Federal Fair Debt Collection Practices Act. -
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AMERICAN FINANCIAL SERVICES ASSOCIATION

Consumer Mortgage Lending

~he American Financial Services Association (AFSA) has examined the market environmentifor mortgage
lending as defined in the Home Ownership Equity Protection Act (HOEPA) and has adopted the following
voluntary standards, effective upon its release, for the conduct of lenders in this market.
AFSA rejects abusive practices, and uniformly condemns violations of law, frand and unfair and deceptive
practices by anyone in the marketplace. In furtherance of this position members will ensure that their employees
are appropnate]y trained and that their customers have access to effective complaint resolution channels.

HOEPA Standerds. Uniform standards and triggers embodied in HOEPA represent a level playing field for these
mortgage iransactions in the United States. Adoption of differing standards and triggers in state Jegislation are not
recommended and could reduce the availability of credit to consumers who need it.

Ability to Repay. The ability of the customer to repay the loan obligation should be the primary focus of
underwriting standards. AFSA members will not extend credit to any customer who does not demonstrate the
ability to pay when the applicatidn is made. Underwriting may be done on 2 manuat basis or with a system that is
empirically derived (statistical), and these underwriting decisions consider many factors.‘However, the amount of -
‘equity in the mortgaged property should not take precedent over the berrowers ability to repay the loan.
Credit Insurance Produets. Credit life, credit disebility, and credit IUI insurance represerts a high vaive to
‘consumers in mortgage lending. Consumers have recognized this value to retire debt or to provide payment continuity
. in the case of death, disability, or unemployment. Providers of credit insurance must make full and accurate disclosure
of credit insurance terms in accordance with state or federal law as the foundation for the cusiomer making an
. informed decision. Finally, ex.tstmg law regarding the optional nature of credit insurance provides effective protection
to consumers

The A¥SA Code of Ethics provides that the offering of any insurance must be done in a clear and informative
manner. The purchase of such products must reflect a voluntary choice by the consumer axd must never be a
condition to the extension of credit. To further strengthen this position, AFSA member companies will offer
customers who choose to buy credit insurance the choice of single premitm or manthly premium insurance
progucts on mortgage loans as state law and data processing systems enhancements will allow for such choices in
the.future. AFSA members will provide a full refund of single premiwm insurance charges within 30 days of the
-loan closing, for those customers who choose to cancel their insurance, thereby providing a 30-day “free look.”
AFSA members will refund the unused portion of any single premium credit insurance premium upon cancellation.:

Prepayment Penalties. Costly adminisiration of higher risk mortgages ofien demands that multiple components be
included in the risk based pricing of mortgage loans. Prepayment penalties should not be assessed if a loan is to be
refinanced by the same lender. If the borrower repays the loan through other sources, the ongma] lender may recover
costs through application of a propayment penaity.

The AFSA standard is a maximum of 5 years for the duration of a prepayment penalty clause in a mortgage loan
agreement.

Balloon Loans. AFSA recognizes that balloon loans may be beneficial for some borrowers provided that either the
balloon date is at least 7 years from the date of loan origination or the borrower has provided information in
comnection with the application indicating that the borrower’s financial plans anticipate the need for the loan for only
& period shorter than the length of the balloon (e.g. the borrower expects to be transferred within three years and wants
a three year balloon). Each AFSA member will agree with its customers that it will refinance a balloon loan at
. maturity, upon request of the borrower, at its then-available rate, fees and terms, provided that (a) the member stili
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owns the loan, (b) the member still has products that can be offered to the customer, (c) neither governmental nor
market forces have restricted the ability of the member o require the rate, fees, and terms it deems necessary and
appropriate to the credit involved, (d) the customer has jperformed well on the balloon loan, and () neither. the
customer’s financial situation nor the value of the property has deteriorated.

Call Provisions. AFSA members do not support the intr:odl_lction of call provisions into consumer mortgage loan
contracts.

Refinancing. In the event an AFSA member refinances its loan (or the loan of an affiliate) within 12 months of the
refinanced loan’s origination, it will either refund pro:ratathe points on the old loan, or it will charge points only ot

the new money in the new loan. “New money” is the emount by which the new principal exceeds thie payoff amount i
of the old loan. As & matter of principle, AFSA members will only refinance an existing loan if there is a reasonably
anticipated present or potential benefit to the customer of the refinance,

AFSA members support prohibition of the refinancing at higher rates of unique, ndn»conventional,‘beiow market-
tate loans that are characterized as publicly assisted, non-profit, or govemment subsidized. If such a transaction is

identified in 2 member portfolio, the AFSA member creditor will cure the finance charge differential, regardless of
the origin of the transaction. : - :

Foreclosures. Foreclosure is a remedy of last résort in- consumer transactions. It is not the intention of AFSA
members to derive profit from the unforhinate circumstances involved in-the foreclogure process. :

nthe untikely event of a foreclosure on property securiﬁg a loan, lenders should retum to the consumer any net
surplus inclusive of transaction, carry, and direct costs, derived from the sale, npon final sale of the property by the
AFSA member company from its inventory of real estate held as assets. :

Home Improveme,i:t Lending. Members support the current AFSA voluntary standard on homé. improvement .
contracts, ) ' )

Brokers. AFSA recognizes that many lenders use :br?keré in originating real estate loans. Broker honesty and skill
are important elements in the smooth funétioning of the real estate lending market. These principles are embedded in
the AFSA Cpde of Etl_lics. - . .

‘At the preseit time real estate mortgage brokers are often not licensed. AFSA. supports the licensin:g and regulation
of mortgage brokers, Mortgage brokers are expected to comply with the AF SA voluntary standatds.

Consumer Counseling and Education. AFSA actively supports consumer education through the AFSA Education
Foundation, AFSA fully supports the availability of voluntary independent credit counseling as one of the many tools
available to help consumers understand responsible use of credit. AFSA recommends that lenders take steps to
support initiatives for consumer education to improve the financial decisions that consumers make, and to ensure
effective use of information. :

Credit Reporting. AFSA supports the current voluntary standard on credit reporting.

Default Advice. AFSA believes any practicé of encouraging':consumers to withhold mortgage payments or to
defanlt while awaiting a refinance is irresponsible and unethical. . -
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AMERICAN FINANCIAL SERVICES ASSOCIATION

Home improvement Dealer Loans (Retail Installment Contracts)

he following Guidelines are promulgated by the undersigned lending associations as a voluntary standard of
practice for m@mbcr creditors regarding home improvement retail installment contracts:

Lenders shall assure that contractors from whom they purchase retail installment contracts for all home

_ improvements have provided the consumer with the disclosure entitled: “THINGS YOU SHOULD KNOW

IF YOUR CONTRACTOR. 1S FINANCING YOUR HOME IMPROVEMENTS.” This disclosure (shown
below) shall be provided by the contractor before initiating any worlk:

. Lenders buying retail installment contracts for home itmprovements shall ensure that the seller/contractor meets

minitmum state law requirements with respect to licensing and bonding. :

Lenders shall require a completlon certificate signed by both the seller (contractor) and the borrower before the
retail installment contract is purchased. Lenders who determine that false cerfifications of completion have
been made by either the contractor or the borrower shall be referred to the appropriate enforcement agencies. .
If the lender (or subsequent holder) of a retail installment contract directly solicits a borrower for a refinance of
the retail instatiment contract, or otherwise offers the borrower funds in addition to the amount necessary for -
the payoff of the retail installment contract, the lender (or subsequent holdex) shall continue to be subject to the
custorer’s original claims and defenses under the FTC’s holder rule for that portion of the prmclpal balance of
the new loan that is related to the original retail installment contract.

A minimum contract amount of $5000 shall apply to any retail instaliment contract which is secured by a lien

' on the borrower’s principal residence. (ThlS guideline is subject to approval by the Fedeml Trade Commission

and the Department of Justiee).

Lenders shall respond to written mqume.s from borrowers under a retail mstallment coutract regarding
problems they may have with the contractor or the quality of the goods and services provided by the contractor,
within 20 business days. Within 60 business days of receipt, lender shall i mvesngate the complamt and notlfy
borrower in writing of the lender’s fmdmgs regardulg the borrower’s inquiries. , .
Lenders wﬂl aid law enforcement agencies in an invcstigation or prosecution of the perpetrator of any ;
fraudulent acts in connection with any home improvement project. '

-THINGS YOU SHOULD KNOW IF YOUR CONTRACTOR IS FINANCING

YOUR HOME IMPROVEMENTS

This ioan IS secured bya mortgage on your home. If yon fall to make your payments on tlme you could lose
your home.

You have 3 business days after sagnmg this contract to change your mind and rescind this agreement.

Upon notice that the home improvement contractor has completed the work, you are strongly advised to seek

- the serviees of an independent home inspector to certify whether the home improvement was propesly

completed in a pmfwsional and workmanlike manner.

You will be asked to sign a completion certificate when the job is done, If the work has not been completed
according to the terms of your work agreement, do not sign the certificate and notify the lender immediately.
If after completion of the project you experience problems with materials or the workmanship of the home
improvements, you should contact the contractor immediately. If the contractor does not respond or is
unwxlhng to remedy the problem, you should contact your creditor regarding the problem. Your lender may be
able to assist you in efforts to compel the contractor to correct the problems if they were a direct result of the
home improvement project for which the contractor was engaged. : .
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Alternative Dispute Resolution

In the event that a member adopts an Alternative Dispute Resolution (ADR) process, the following principles’
shall apply: : .

PRINCIPLE 1. FUNDAMENTALLY FAIR PROCESS P
Al reasonable efforts shall be made to ensure that all parties are subject to a fundamentally fait ADR process. As

embodiments of fundamental fairness, theae Principles should bs qbsarved in gtrocturing ADR Programs.

PRINCIPLE 2. ACCESS TO INFORMATION REGARDING ADR PROGRAM :
Providets of goods or services shonld undertake reasonable measures to provide consumers with full and accurate
information regarding Consumer ADR. Programs. At the time the consumer contracts for goods or services, such
measures should include (1) clear and adeqnate notice regarding the ADR provisions, including a statement
indicating whether participation in'the ADR Program is mandatory or optional, and (2) reasonable means by which
constmers may obtain additional information regarding the ADR Program. After a dispute arises, consviners
should have access to.all information necessary for effective participation in ADR.

PRINCIPLE 3. lN])iEPENDENT AND IMPARTIAL NEUTRAL; INDEPENDENT ADMINISTRATION

1. Independent and Impartial Neutral. Independent and impartial neutrals shall be used in an ADR proceeding.

2. Independent Administration. If participation in mediation or arbitration is mandatory, the procedure should be
administered by an Independent ADR Institution. Adminisirative services should includc the maintenance ofa
panel of prospective Neutrals, facilitation of Neutral selection, collection and distribution of Neutral’s fees and
expenses, oversight and implementation of ADR rules and procedures, and monitoring of Neutral :
qualifications, petformance, and adherence to pertinent rules, procedures and éthical standards.

3. Standards for Neutrals. The Independent ADR Tnstitution should make reasonable efforts t6 ensure that
Neutrals understand and conform to pertinent ADR rules, procedures and ethical standards.

4, Disclosure and Disqualification. Beginning at the time of appointmeiit, Neutrals should be required to disclose
to the Independent ADR Institution any circumstance likely to affect impartiality, including any bias or -
financial or personal interest which might afféct the result of the ADR proceeding, or any past or present
relationship or experience with the parties or their representatives. The Independent ADR Institution should
communicate any-such information to the parties and other Neutrals, if any. Upon objection of a party to .
continued service,of the Neutral, the Independent ADR Institution should determine whether the Neutral should
be disqualified and should inform the parties of its decision. The disclosure obligation of the Neuiral and
procedure for disqualification should continue throughout the period of appointment. :

PRINCIPLE 4. QUALITY AND COMPETENCE OF NEUTRALS
Competent, qualified Neutrals shall be used in an ADR proceeding. Independent ADR Institutions are responsible
for establishing and maintaining standards for Neutrals in ADR Programs they administer.

" These principles are intended to serve as minimum standards for ADR programs. AFSA members using ADR
programs are encouraged to develop and implement processes which further the goal of ensuring fundamental
fairness to all parties.
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AMERICAN FINANCIAL SERVICES ASSOCIATION

PRINCIPLE 5. REASONABLE COST

1. Reasonable Cost, Providets of goods aund services should develop ADR programs which entail reasonable gost
to consumers based on the circumstances of the dispute, inctuding, among other thmgs the siz¢ and nature of
the claim and the nature of goods or services provided. In some cases, this may require the provider to
subsidize the process.

'2. Handling of Payment. In the interest of ensunng fair and independent Neutrals, the making of fee arrangements

and the payment of fees should be administered on a rational, equitable and consistent basis by the Independent
ADR Institution.

"PRINCIPLE 6. REASONABLY CONVENIENT LOCATION

In the case of face-to-face proceedings, the proceedings should be eonducted at a locatlon which ig reasonably
convenient to both parties with due consideration of their ability to travel and other pertinent circumstarces. If the
parties are unable to agree on a location, the deternnnallon should be made by the Independent ADR [nstitution or
by the Neulral . _ .

) PR[NCIPLE 1. REASONABLE TIME LIMITS

ADR proceedings should occur within a reasonable time, without undue delay The rules governing ADR should

_establish specific reasonable time periods for each step in the ADR process.

PRINCIPLE 8. RIGHT TO REPRESENTATION - : ’ ;
All parties participating in processes in ADR Programs have the option, at their own expense, to be represented by
a spokesperson of thalr own choosing. The ADR mles and procedures should 50 spec:fy

PRINCIPLE 9. MEDIATION
The use of medlat.lon is strongly encouraged as an informal means of assm.tmg parties in resolving their own
disputes. ! .

SPECIAL PROVISIONS RELATING TO BINDING ARBITRATION

PRINCIPLE 10. AGREEMENTS TO ARBITRATE

- Consumers should be given:

1. Cleer and adequate notice of the arbitratien provision and its consequences including a statement of its
mandatory or optional character;

2. Reasonable access to information regarding the arbitration process, including related costs and assistance as to
where they may obtain more complete information regarding arbitration procedures; and, ’ -

3. A clear stateinent of the means by which the consumer may exercise the option (if any) to subrnit drsputes to
arbitration.

PRINCIPLE 11. ARBITRATION HEARINGS

1. Fundamentally Fair Hearing. All parties are entitled to a fandamentally fair arbitration hearing. This requires
adequate notice of hearings and an opportunity to be;heard and to present relevant evidence to impartial .
decision-makers. In some cases, such as some smaller claims, the requirement of fundarmental faimess may be
met by hearings conducted by electronic or telephonic means or by a submission of documents. However, the
Neutral should have discretionary authority to require a face-to-face hearing npon the request of a party.
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2. Confidentiality in Arbitration. Consistent with general expectations of privacy in arbitration hearings, the
arbitrator should make reasonable efforts to maintain the privacy of the hearing to the extent permitted by
applicable law. The arbitrator should also carefully consider claims of privilege and confidentiality when
addressing evidentiary issues. ' '

PRINCIPLE 12. ACCESS TO INFORMATION .
Consumer ADR agreements which provide for binding arbitration should establish procedures for arbitrator-
supervised exchange of information. prior to arbitration, bearing iri mind the expeditcd nature of arbitration.

PRINCIPLE 13. ARBITRAL REMEDIES T :
The arbitrator should be empowered to grant whatever relick would be available under applicable law.

PRINCIPLE 14. ARBITRATION AWARDS

1. Final and Bind_ing Award; Limited Scope of Review. If provided in the agreement to arbitrate, the arbitrator’s .
award should be final and binding, but subject to review in accordance with applicable statutes governing .-

arbitration awards. : : , :
2. Standards to Guide Atbitrator Decision-Making. In making the award, the arbitrator should apply any
identified, pertinent contract terms, statutes and legal precedents.

1
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AMERICAN FINANCIAL SERVICES ASSOCIATION

Reporting Credit Information to Credit Bureaus

I n support of integrity in credit reporting, AFSA members shall not selectivcly report credit information on certain
customers and withhold credit information on other customers for the purpose of preventing data on customers
from becoming available to other lenders.

Live Checks

he following Guidelines are promulgated by the American Financial Services Association as 4 volu.ntéry
.| standard of practice for member creditors using pre-apptroved loan offers which includes a live check or other
negotiable instrument made payable to the consurner in a specific amount.

1. Live check loans by mail refers to: the uge of a negotlable check, money order draft or other mstrument which
. may be used by a constimer to activate a new loan.
2. The instrument, regardless of its form, will not be negotiable after six (6) months from recelpt Printed material
accompanying the instrument must advise the consumerf to void and destroy the insteument if it is not gomg to
be negotiated; and would contam the foflowing disclosure: :

“THIS IS A SOLICITATION FOR A LOAN—READ THE ENCLOSED DISCLOSURES BEFORE
SIGNING AND CASHING THIS CHECK”

3. Notification of ihe Loan Agreement must be on the back of each instrument so that the consumer is advised
that by signing the back of the instrument he or she will have activated a loan transaction. Following i is an ]
example of a triggering notlﬁcatlon whlch may appear on the back of the instrument: \ ) : :

“By endorsing this mstrument, you agree to repay tlus loan according to the terms of the Loan
Agreement, which you acknowledge receiving and which provides you with the contract terms in
connection with this loan transaction.”

4. Opt-out provisions of tlie Fal: Credii Reporting Act Amendments effective in October 1997 are mcorporated
‘ by reference.

5. Live check loan solicitations should be mailed in envelopes with no mdlcatmn that a negotiable instrument is
contained in the mailing. Marketing imperatives to encourage the consumer to open the item are permissible.
Envelopes must be marked with instructions to the postal service to indicate that the item is not to be
forwarded if the intended addressee is no longer at the location.

6. The creditor who receives a negotiated instrument must execute the following steps consistent with the

~ structure of that business: _ _

» Insure the instrument is placed in the consumers loan folder, record or other filing procedure consistent
with the creditors business which will enable recovery of the item, or an exact facsimile of the original
document.

s A coupon boodk or billing statement or other medium consistent with the credltor s business practice will be
provided to the consumer as confirmation of the activation of the loan.

7. In the event an instrument is stolen or incorrectly received by someone other than the intended payee and the
instrument is fraudulently cashed, the following safeguards for the consumer will be triggered;
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ROA QX282 00128



CODE OF ETHICS

The creditor, upon receipt of notification that the consumer did not negotiate the live check, will provide, and the
consumer will complete a statement confirming that the consumer did not deposit or cash the live check.

~ Completion of the confirmation statement will be facilitated by the creditor by providing the consumer the
opportunity to fill it out at 2 local location of the creditor by mail or both and by providing an explanation that the
consumer is relieved from any liability on the loan. The creditor will also provide the consumer with a coniact -

persou to provide assistance if required.

The consumer who was the intended payee will have no liability for the loan obligation, Further, the
creditor will insure that all references to the transaction (if reported) are removed from the credit

report of the intended payee. :

8. The creditor will cooperate with law enforcem:ent agencies in an investigation or prosecution of the perpetrator
of the fraudulent act. ;

9. State Law Requirements. Creditox will accommodate these guidelines within any existing State Jaw .
reguirements.

10. Exclusion. These guidelines are not intended to reference any 1ive check form. provided by a creditor fo;f the
purpose of accessing an existing line of credit with the creditor. R
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Sanave Ferry

PROPOSED LEGISLATION REGARDING THE PAYDAY LOAN INDUSTRY Re: AB 340 & AP 384
Comments from Money Express Catatog Sales, Inc/ Cash Express  Points of Concern (page 2)

AB 384 Sec 8 - Sec 23 Sec 42 2A & 3A

Question ‘

Concerning default, is it possible that you have overlooked the subsequent problems
arising from this proposed legislation?

Problem

Example - John Doe has a loan due on Friday in the amount of 130.00 which will be 28
days from the loan origination date. He has called our office and said that he wishes to
extend his Joan for an additional two weeks, but because he has to work late on Friday
and Saturday he will be unable to make it in until Monday. He does not want his check
deposited. Now under your proposed legislation we will be forced to o
deposit his check on Saturday in hopes of avoiding having our money out for a term of
over 18 weeks (4 months + 15 days from date of notice of default), while we receive
little if any compensation, By depositing his check there is a strong possibility that our
check or others that he has written will be returned NSF. Of course that will at least give
us an additional 25.00 to add to his fees , in the event our check is returned. John Doe
‘may then be faced with numerous returned bank charges that could possibly end up '
costing him 175.00 or more for a small 100,00 loan. In the end we will have an unhappy -
customer who now will have their bank account overdrawn and checks bouncing due to
this proposed legislation.

Possible Solution - -

It seems only fair that this definition of Default under Sect 8 - 1 be extended to read
.“Default shall begin 15 days from the original due date or last extension due date of the
loan” and that Sec 23 have in the beginning inserted “ After 15 day from the original due
date of last extension thereof the provisions of this chapter “.... etc.

AB 384 Sec. 39

Question

Why are you singling our industry when a consumer docs not have the right to go to any
other financial institution and walk out the door with cash in hand and use their money
for a period of up to four full days without interest? Problem

Customers will now be aware that they can pick up a loan on Friday morning, use our
money

Friday, Saturday, Sunday and Monday and then come back Monday night and return the
principal saying he didn’t need the loan and has changed his mind? It seems it would be
futile to give out loans on Friday or Saturday with this legistation in place._Who could
afford to operate a loan business under these

dire conditions?

Solution

Elimination of AB Sec 39 as written

Money Express Catalog Sales, Inc

eximiT L sonate Commivias on commercellabol) PP ()7 5000
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D. C. Younger
4792 Lana Drive Las Vegas, Nevada 89121 702-460-7896
To: Senate Commerce and Labor :
Re: Concemns Regarding AB 340 & AB 384

I am presently an employee of Cash Express. At one time I was a customer
of this same Cash Express and was helped when no bank would come to my
rescue. | am getting ready to utilize their insurance for a much needed
hemia operation. Am I now supposed to think that my pending medical
procedute will be cancelled? I've also mortgaged my home to invest in this
same Cash Express. Now you want to impact their lending procedures to
such an extent that less people will qualify and the profit margin will shrink
them into nonexistence. Is this Democracy in action? Is this the free market
place in action? Or is this another a nail in the coffin of free enterprise ?
Do you really think that you are serving the average man on the street by
making the loan procedure so belabored and less cost effective that it will
only make it more difficult for him to qualify and utilize these needed
services and thus less able to survive beiween paychecks? These stricter
rules WILL make less and less people qualify. Even now, as banks
continue to charge more and higher fees for every possible service and
continue to deny the poorer segment of our population the benefits of their
services, the need for such places as the Payday Loan store is more
important than ever before. Handicapping this revenue source willbe a
deterrent to commerce and place a hardship on the less affluent people in
our society. The Bill 384, Sec 8 #1 & #2 & Sec 23 touts the choice of
permitting, for example, a two week due loan to be paid out in installments
over 16 weeks at a rate not worth redeeming or choosing to deposit the
check, knowing it will bounce and impact the customer in the negative.
How does this help the customer? This is surely a bill against and not for
the average man. It only serves to strengthen the grip that the large
corporate banks maintains on society as a whole. This is NOT the free
market place that Nevada has been recogmmd and celebrated for. Itis
another way to strangle free enterprise in the guise of being a solace to the
borrower. With all the talk of free trade between countries and as more and
more jobs are dissolving in America as a whole, don’t you think it’s time to
question the motives of a bill that destroys a business that has flourished for
years for the average man who needed the solace of such lending
institutions after being denied access to the loftier palaces of lucre?

D C. Younger
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MINUTES OF THE
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Seventy-third Session
May 9, 2005
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Chair Randolph J. Townsend at 10:06 a.m. on Monday, May 9, 2005, in
Room 2135 of the Legislative Building, Carson City, Nevada. Exhibit A is the
Agenda. Exhibit B is the Attendance Roster. All exhibits are available and on file
at the Research Library of the Legislative Counsel Bureau.
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Senate Committee on Commerce and Labor
May 9, 2005
Page 2

CHAIR TOWNSEND:
I will open the hearing on Assembly Bill {A.B.} 384.

84 (1st Reprint): Makes various changes relating to certain

*

short-term, high-interest loans. (BDR 52-806)

ASSEMBLYWOMAN BARBARA E. BUCKLEY (Assembly District No. 8):

| met with representatives from the industry to develop proposed amendments
(Exhibit C). This is based on the mock-up of the bill used at Friday's meeting of
the Committee {Exhibit D). | will review the proposed amendments.

In section 19, subsection 1 of the bill, the definition of "title loan" is changed.

In section 34, subsection 1, we deleted the phrase: "in which the terms of
repayment require a payment or payments.” This is a technical change.

In section 34, subsection 2, paragraph {c), in addition to the language noted in
Exhibit C, | would like to add the phrase "not to exceed $50" after the words
"reasonable documentary fee."”

In section 49, the language is rewritten to clarify the bonding amounts.

In section 74, a new subsection 2 is added to make it clear that the damages
section does not apply to honest or technical mistakes that do not cause harm.
This is the language used in the federal Truth In Lending Act of 1968. This will
allow us to catch those ignoring the law without penalizing those who simply
make a typographical error.

The final amendment adds language stipulating that a licensee cannot sue in a
venue other than where the loan was made. This is in response to a suggestion
made at the Committee meeting on May 6, 2005.

Section 42 is rewritten in its entirety, as shown on the second page of
Exhibit C. This has to do with the repayment provision. it requires that before
proceeding with civil action, repossession or any other resolution of
nonpayment, the licensee offer the customer the opportunity to enter a
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Senate Committee on Commerce and Labor
May 9, 2005
Page 3

repayment plan. If the customer defaults on the repayment plan, the licensee
can then proceed to civil action or repossession to resolve the balance.

SENATOR HECK: ‘ |
In Exhibit D, a "short-term loan” is defined as one required to be repaid in
18 months rather than 12 months. What is the reasoning behind this?

ASSEMBLYWOMAN BUCKLEY: :
This was requested by lenders. | have not heard from any lender who will be
adversely affected by this change.

SENATOR HECK:

| commend the protections for members of the armed forces in section 33. Are
these types of loans subject to the Soldiers’ and Sailors’ Civil Relief Act
of 1940, which caps loans at 6-percent interest?

ASSEMBLYWOMAN BUCKLEY:
Yes.

ScoTT YOUNG {Committee Policy Analyst):
We have received written testimony from Cynthia Fedelleck {Exhibit E}, Sandra -
Perry (Exhibit F) and Charles Brennan {Exhibit G).

JiM MARCHES! (President/Chief Executive Officer, Check City):
We have an amendment to offer (Exhibit H) which makes two additions to the
bill.

In section 32, we have added a new subsection 2 allowing the licensee to
charge a onetime late fee of $25 if a customer defaults on a shori-term loan. As
the bill is currently written, there is no penalty for defaulting on a payment. This
late fee would give the customer some incentive to make payments on time.
SENATOR CARLTON:

If someone is already in debt, digging the hole a little deeper is not going to act
as an incentive to pay off the debt.

MR. MARCHESI:
This is a request of lenders who do unsecured loans. They have no other late
payments. | believe this is a reasonable request.
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In section 44, we have deleted the final sentence of subsection 1,
paragraph (c). This eliminates the limit of 12 weeks on the time the licensee
may charge the prime rate plus 10 percent.

SENATOR CARLTON:

| have some concerns about this. The purpose of a repayment provision is to
resolve the matter. You are proposing to make it open-ended. Why would you
not want to have this thing done?

MR. MARCHESI: _

The repayment plan currently requires the lender to provide a free extension of
credit to the customer for 90 days. We are asking for a minimal continuation,
and nothing that is not allowed for any other lender. if the customer defaults on
the repayment plan, the bill as written would allow the lender to charge interest
at the prime rate plus 10 percent for 12 weeks. Collecting on a defaulted loan
can take six months or more. We would therefore like to remove the 12-week
fimit on the amount of time the lender can charge prime plus 10 percent.

SENATOR CARLTON:

My concern is that the money has been paid back many times over, but just not
to the satisfaction of the lender at the triple-digit interest rates being charged.
.| will respectfully disagree with you on the fairness of the request.

SENATOR LEE:
In section 28 of Exhibit H, why are you deleting subsection 2?

MR. MARCHESI:
Subsection 2 was deleted to simplify the language. The provision has never
been used and serves no purpose. We have no objection to leaving it in.

SENATOR HECK:

What was the rationale for changing the definition of “short-term loan" from
12 months to 18 months? 1 would have thought it would be to your advantage
to have fewer loans coming under these guidelines.

MR. MARCHES!: ,
This was not our suggestion.
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MARK THOMSON (Nevada Financial Services Association; Community Financial
Services Association of America):

We support the amendments offered in Exhibit C. We are neutral on any other

amendments.

Kim KosTER {(Koster Finance):

This bill will drive me out of business. If the repayment period is an interest-free
period, a lender making an unsecured loan has no recourse in case of default.
None of my customers will be stupid enough to pay me when they can be
one day late on a payment and automatically have an interest-free loan with no
late fees and no penalties. The unsecured-loan industry will go out of business
in Nevada.

KeITH Lee {(Consumer Lending Alliance):

There seems to be a- misunderstanding about the provision regarding the
repayment plan. The repayment plan is not an interest-free period. Additional
interest cannot be charged, but the original contract interest rate still applies.

ASSEMBLYWOMAN BUCKLEY:

It was our intention that the original contract be in effect and unchanged during
the repayment period. If the customer defaults on the repayment plan, the
lender may go to court. '

MR. LEE:
Will the originally-contracted interest continue to accrue during the repayment
period?

ASSEMBLYWOMAN BUCKLEY:
The intention was that it would not.

Ms. KOSTER:
| misunderstood the repayment provision. | withdraw my objection.

NOEL SHECKELLS (Budget Loans):
| had the same objection as Ms. Koster and will likewise withdraw my objection.

JoHN M. VERGIELS (Nevada Financial Services Association):
With that clarification, we will withdraw the two changes suggested in
Exhibit H.
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CHAIR TOWNSEND: , :
| will close the hearing on A.B. 384. If staff will produce a new mock-up with

the agreed-upon changes by Wednesday, we will discuss the bill again in the
Committee meeting on Thursday.

Is there any further comment? Hearing none, | will adjourn this meeting at
11:02 a.m.

RESPECTFULLY SUBMITTED:

Lynn Hendricks,
Committee Secretary

APPROVED BY:

Senator Randolph J. Townsend, Chair

DATE:
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J ustice Caurt, Las Vegas Township - S

C ADA
The Lom Depot, Iz case o SN FlE
4315 W. Rugsell Rd, # 11K - * o boa
Las Vegas, Nevada 39113 ’
Plaintiff, OF (4 25 -5 A 93
@ EARNINGY O OTH.'ERPROPERTY‘ CLURT

| I F‘;;LVI-'\D
0 EARNINGS, ORDER OF SUPPORT
FUYY _

THE STATE OF NEVADA, TO THE CONSTABLEISEERIFF LAS VEGAS TOWNSHIP, GREETINGS:

Ou July 26, 2004 a Judgmeat, upon which thm:n is due mUnned States Currency the following aniouris, was entered in this

" action in favor The Loan Repot, Inc, as Judgment Creditor and against
as Judgement Debtor, Interest and costs have accrued in

 Detond

LJ\J\-/\-/\-F\-F\-’ N s St

. tha nmoums shown. Any satisfaction has been credited first against total acerued interest and costs leaving the following net balanco
which sum bears interest at 14 % per anoum, $.43 per day from issuagce of this Wril to date oflevyandmwhwh sum must be added

alt commissions and costs of executing this Writ.

JUDGMENT BALANCE .. .. AMOUNTISTORE CIED B
Principal 114000 NETBALANCE 153934
Pro Judgment Iiterest 1634 - . Fes this Writ ° Y . I
Attomey’s Fes _ 285.00- .- ©" QamishmentFes - C__ 500
Costs 93,00 Mileage - 'y A=
JUDGMENT TOTAL  _ 1539.34 Levy Fee !2 —_
Accrued Costs Advertising . g
Accrued interest : : Storage . .
Leas Satisfaction " Interest from Date of lssuance

~ NET BALANCE 1539.34 SUB-TOTAL : 15X 0D .
' Commission g l- 'b|
~ TOTALLEVY __1__&_‘[4_ 0, 5

NOW, THEREFORE, you are commanded to satisfy the Judgement far the amount due out of the t‘ol]owmg dcscn‘hed ‘personal
property and if sufficient personal prapesty cannot be found, then out of the following described personal propsite

- (SEE REVERSE SIDE FOR EXEMPTIONS THAT MAY APPLY)
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CON: j TIXEDRATENOTE AND DISCLOS..d  ATEMENT

DATE: _Oclober 16,2003 LOAN #i
somovn R s
CO-BORROWER: SSH:

In this Consumer Fixed Rate Note and Disclosure (sometimes referred ta as “Agreement™), the words [, Mc, and My refer Io the berrowes(s). The words You,
Your and Lender refec to The Loan Depot, Ine. 4815 W.Russell  Suite 11K Las Vegas, NV 89118 (702) 252-8383

FEDERAL DISCLOSURES

ANNUAL FINANCE - AMOUNT . TOTAL OF
PERCENTAGE CHARGE ' FINANCED ) PAYMENTS
RATE '
The mstor;arm s yearly The dollar amount the credit will cost me: The smount of crodit pravided o we o The umourt 1 will heve

on my behalf tpaid afler | beva made off
. payments as scheduled:

160% $67.50 $1350.00 $1417.50

1 have the right to receive at this time an itemization of the Amount financed. O I want an itemization & I do oot want an ilemizatiol

PAYMENT SCHEDULE: _One(1) payment(s) irt the amount of _$1417.50 due o Ocfober 23, 2003

i DEMAND: This obligation is paysble on demeand,

| LATE CHARGE: If any paymen! is not paid on dus date ] will pay a late charge of_3% _ of the principal balance per day.
PREFAYMENT: 1 may prepay alt or any portion of my debi under this Agrowmont at any time without penalty.
"SECURITY: This kuan may bé sccured by Lendér’s scourity interest in chocks 1 give to Lender or this signed nofe.

ORIGINATION FEE: There i no origination foe for this Agrecment.

ADDITIONAL INFORMATION: See the remainder of this Agrecment and any relnted contract doouments for more information about nonpayment, default
of any required repayment in full before tha scheduled date, and prepsyment in full before the seheduled date, and prepayment fitnds and penaltizs, ifany.

PROMISSORY NOTE
| promise to pay lo the order of Lender on demand, or if no demand iz made then on _Duigisr 23, 2093 the sum of One Thouend-Three-

Hundreg&Fifty Doflars (8135000 ) (the principal) plus intoreat thercon at the rate of _5%  per one wesk (260% YAPR until principal aud intsrest
are paid in full, 1will repay the principal plus interest as follows: In one payment of $1417.50 on _October 23, 2003 .

aLL PAYMENTS ARE TO BE MADE BY CASH QR MONEY ORDER. A PENALTY OF $10.00 I8 ASSESSED FOR ANY RETURNED CHECEK, {F ACCEPTED.

EPAYMENT OPTIONS UPON ORIGINAL AND EACH EXTENDED MATURITY DATES:
Jpon the original and cach extended maturity date of the tote Borrower will have the lollowing repayment options:
A. Pay only inferest owing at the time of maturity and extend the foan [or an additional one (1) week lerin.
B. Pay intereat and part of the principal balance owing at the time of maturily sod oxtend the lean foran additional one (1) week ter, thue
reducing the antount al intercst payablo during the extendzd oae (1) week lerm.
[he inlerest rate for this Note shall be calcuteted on the basis of the actual number of days elapsed over a 365/366-day year. Interest for cach suceccasive onc {1}
veek torm shall be based upan the provious cuo (1) week terny ending principal balance.

‘u

MEPAYMENT: | have the right to copay this Note in full at any time without proalty..

NEFAULT: Should the indeblednoss ated by this Note dofault and have to be referred to an outside collcetion agency for collestions, Lhere wilf be 4

hivty (30) % Collgeld balanes (principal, interest and fate fess).

WIRROWER: ] CO-BORROWER: 2 3
]
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- Justice Court, Las Vegas Townshlp
CLARK COUNTY. NEVADA

case o SN

FILED

U 0Ee 21 P 1 g9

The Loan Depot, Inc.
4815 W.Russell Rd. # 11-K
a3 Vegas, Nevada 89118

Plaintift, WRIT OF EXECUTION
“Vi.- J JKT
BEARNINGS 0 OTHER PROPEﬁ'Fi M‘c VADA
M"""——"
0 EARNINGS, ORDER OF SUPPORT  LEPUTY

Defendant.

Mt S St S S Nt M Mt et N

THE STATE OF NEVADA, TO THE CONSTABLE/SHERIFF, LAS VEGAS TOWNSHIP, GREETINGS:

On December 3, 2004 a Jadgment, upon which there is due in United States Currency the following amounts, was entered in
this action in favor The Loan Depot, Inc, as Judgment Creditor and against
__g____-as Jadgemeant Debtor, Interest and costs have accrued in the amounts shown.
Any satisfaction has been credited first against total accrued interest and costs leaving the following net balance which sum bears
interest at 10 % per annum, $1.12 per day from issuance of this Writ o date of levy and to which sum must be added g1l commissions

and costs of executing this Writ,
JUDGMENT BALANCE AMOUNTS TO BE COLLECTED BY LEVY
“Principal 4103.55 NET BALANCE 5339.15
Pre Judgment Intercst 61.60 . Fee this Writ ) 6.00
Attorney's Fee 1026.00 Gamishment Fee - 5.00
- Costs 14800 Mileage
JUDGMENT TOTAL 5339.15 Levy Fee
Accrued Costs Advertising
Accrued interest Storage
- Less Satisfaction Interest from Dato of Issuance
NET BALANCE 5339.15 SUB-TOTAL
Commission
TOTALLEVY

NOW, THEREFORE, you are commanded to satisfy the Judgament for the amount due out of the following described personal
property and if sufficient personal property cannot ba found, then out of the following described personal
The wages, tips and/or tokes, bonuses, commissions and vacation pay of de@w

(SER REVERSE SIDE FOR EXEMPTIONS THAT MAY APPLY)

IC-1
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Last Name * First Name

~ Principal: I 33 of\) ) 35 Interest/ week: 5 27

$ _
Amount Late: 5 5:‘2 ‘ 88 Interest/ 2 weeks: / o %

- Late Penalty: QQBS 31 FlhngFeeAmt : //3 00

( 03, 55')

EXPLANATION
39, ? 7 per day late penalty
. %2235,3

- g 7 weeks late =
#123235 x o
5 é _ days X $ 29,

4

Original Contract Date: october 16, 2003 Original Amount; |350.00

| 35
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Las Vegas SUN: Editorial: Preying on borrowers Page 1 of 2

Return to the referriﬁg page.

March 08, 2005

Las Vega_s SUN

Editorial: Preying on borrowers
LAS VEGAS SUN

In 1984 the Nevada Legislature got rid of the state law that limited finance charges for
consumer loans. Gov. Richard Bryan pushed for the change so that Citicorp would
come to Las Vegas and open a credit-card processing center, bringing with it several
hundred good-paying jobs. There was, however, a downside -- and one that often
doesn't get the attention it deserves. Not only did changing this law enable Citicorp to
charge higher interest rates for consumers across the nation, but the change also paved
the way for the later growth of payday loan companies. Today, there are more than
300 payday loan stores in Nevada, all of which are virtually unregulated by the state.

Payday loan companies, which readily provide cash to customers, have become
controversial because of the stratospheric interest rates they charge. As the Las Vegas
Sun's Steve Kanigher reported Sunday, customers of payday loan companies can get
caught in a vicious circle, ending up paying much more in finance charges than the
original amount borrowed. In one instance cited by the Sun, the finance charges
assessed one Las Vegas woman were equivalent to an annualized interest rate of 390
percent ~- about 20 times more than that offered by credit card companies.

The owners of payday loan companies dismiss the characterization of their operations
as "legalized loan sharks," saying that they offer help to those who couldn't find it
elsewhere. But Nevada's lack of regulation is pathetic and invites companies to take
advantage of customers. Consider: Of the 36 states that permit payday loans, Nevada
is one of just 10 that don't set a limit on the amount of finance charges these lenders
can levy. We're glad to see that the Nevada Legislature, led by Assembly Majority
Leader Barbara Buckley, D-Las Vegas, is considering regulation of payday loan
companies. Buckley, as executive director of Clark County Legal Services, has fought
to reduce the judgments of those who owe money to payday loan companies, She is
proposing significant reforms, such as restricting loans to no more than 25 percent of
an individual's gross monthl y income.

Other ideas that have worked on behalf of consumers outside of Nevada include
setting a cap on finance charges, imposing a cooling-off period between loans, and
creating a database to keep track of payday loans statewide. We hope the Legislature
will consider the full range of measures needed to bring this problem under control.

http://ww.las_vegassun.com/sunbinfstories/textﬁOOSImarf'O8i51Kt§6f‘)h1ml 3/9/2005 3 6
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Las Vegas SUN: Editorial: Preying on borrowers Page 2 of 2

Predatory lending in Nevada must be stopped. If anything, it's a disgrace that it has
taken Nevada more than 20 years to get this far.

—

Return to the referring page.
Las Vegas SUN main page

Questions or problems? Click here.
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Payday lenders use law to seek more
damages

By Steve Kanigher
<steve@lasvegassun.com>

LAS VEGAS SUN
WEEKEND EDITION
March 5 - 6, 2005

A 56-year-old -Las Vegas card dealer had bad credit and a gambling pfoblem. Medical
bills were piling up. Going to one payday lender wasn't enough.

He wound up getting loans from seven dlfferent companies, paying $700 a month in
interest.

"It got to the point where I couldn't live like that so I stopped paying them,” he said.

‘The man, who requested anonymity, sought credit counseling, but one company
refused to negotiate his $959 debt. When the company sued him in Las Vegas Justice
Court the amount it sought in damages was $2,861, nearly three times what he owed.,

"They did treble damages," he said. "I never heard of that before."

Chapter 604 of the Nevada Revised Statutes allows payday lenders to collect up to

--$50 in penalties from customers for checks that cannot be cashed because of
insufficient funds. Lenders also may collect the prime tate plus 10 percent in interest
on defaulted loans,

But many payday lenders who have sued customers also seek treble damages under
another state law that allows Nevada merchants to recoup triple the amount of a check
returned for insufficient funds, up to $500 per check,

ASsembly Majority Leader Barbara Buckley, D-Las Vegas, said the lenders are using
the bad check law illegally.

Check City owner Jim Marchesi, who is also president of the payday lenders trade
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group Nevada Financial Services Association, agreed with Buckley, as does Paul
Ashworth, a supervisory examiner with the Nevada Financial Institutions Division.

But Las Vegas attorney Sean Hillin, who has filed many of those lawsnits on behalf of
payday lenders, defended the use of the bad check law. Hillin does not believe that the
Chapter 604 provision that restricts lenders to a maximum of $50 in fees for returned
checks prevents them from also seeking treble damages, especially in cases where the
customer knows he won't be able to pay back the loan.

Without the ability to sue for treble damages, Hillin predicted that most of the smaller
lenders would go cut of business.

Still, the financial institutions division issued a memo to payday lenders in July 2002
that reminded them that they shouldn't be using the bad check law to sue customers.

The Nevada Assembly attempted clarification in 2003 when it unanimously approved
Assembly Bill 433, which would have prevented payday lenders from using the bad
check law. But the bill died in the Senate, something Hillin says confirms his belief on
treble damages.

Buckley, who as executive director of Clark County Legal Services has helped
borrowers fight such damages, is attempting to change the law.

Under her proposal, lenders could not sue for triple damages under the state's bad
check law. And lenders would be liable to the customer for actnal and punitive
damages as well as state penaliies of $1,000 for each violation of the law.

"The penalties," she said, "would give them the financial disincentive not to violate
the law.”

Las Veeas SUN main page

Questions or problems? Click here,

All contents copyright 2005 Las Vegas SUN, Inc.
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Borrowers beware

Payday loans are criticlzed, lauded in how they affect Nevadans

By Steve Kanigher
{steve@c!asvggassun.com>

LAS VEGAS SUN

Las Vegas resident Annika Gonzales, a 33-year-old
prison-crew supervisor, needed money fast after falling
behind on a power bill just before Christmas in 2003,

So she went to a payday lender, where she borrowed
$150 with a promise that she would pay it back plus a
$15 finance charge within two weeks.

When Gonzales could pay only the $15 finance charge
but none of the principal after two weeks, she kept
tolling the loan over with a new $15 finance charge each
time. After five rollovers that lasted 10 additional weeks,
she had paid $50 total in finance charges without
reducing any of the $150 principal.

~ Eventually, the lender sued her last year for $1,500, an
amount that included attorney's fees, court costs and
interest. After the lender began gamishing her wages,
she went to Clark County Legal Services and had the
judgment reduced to $220. She now thinks of payday
loans ag "rip-offs.*

"I probably should have contacted Nevada Power sooner
to make a payment arrangement or managed my money
more carefully," Gonzales said.

Protective
measures for
consumers

These are steps the
Nevada Legislature
could approve that would
better protect Nevada
consumers who use -
payday loans:

e A cap on finance
charges.

» A mandatory cooling-
off period betwéen
loans.

e A restriction on the
number of simulianeous
loans to an individual.

« A statewide database
to keep track of payday
loans.
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The payday lending industry is enjoying rapid growth in
Nevada, and encounters such as those experienced by
Gonzales =- what critics call the "debt treadmill" -- are -
becoming more cCommon.

Payday loans are easy to obtain. No credit checks are
necessary, All one needs is proof of a job or receiving
Social Security and an active checking account. The
borrower typically writes a post-dated check and repays
the loan either with cash or by having the lender cash the
check when the loan is due. - :

Critics refer to payday lenders as "legalized loan
sharks.” The amount Gonzales was charged equates to
an annualized interest rate of 390 percent, about 20
times that of a credit card.

Critics also say that enough alternatives are available
that consumers who feel they have no place else to tum
do mot have to get stuck with high-interest payday loans
that can make their debt problems even worse.

But that hasn't stopped many people, especially those

- who see the loans as a last chance. With the convenience

and speed with which people can get money, the
business is booming,

Nevada is the perfect environment for a payday lender.

Page 2 of 14

« Monetary penalties for
viotation of state law.

« Restrict loans fo no
more than 25 percent of
an individual's gross
monthly income.

o Permit borrowers to
make periodic
repayment of loans
without added finance
charges.

» Prohibit lenders from
using state bad check
law to sue borrowers for
triple damages.

« Prohibit lendears from
gamishing wages of
military servicemen.

» Prohibit lenders from
using one company
name when registering
with the state and
another name when
obtaining a city or county
business license.

The law allows lenders to operate with few regulations, and there's a ready-made
clientele of service industry workers, many of whom live paycheck to paycheck.

~ “Nevada is one of only 10 states that doesn't cap the amount of finance charges a

payday lender can charge, according to the Consumer Federation of America, a

Washington consumer watchdog.

Tn the other 26 states where payday lending is legal, there are finance charge caps that
range from $11.87 per $100 loaned in Texas (an annualized rate of 309 percent) to
$75 per $100 loaned in Missouri (an annualized rate of 1,980 percent), both based on
a two-week loan.

Most other states do not allow the principal of a loan to exceed $500. In Nevada, it is
possible to borrow much more per loan as long as the loan does not exceed one-third
of the borrower's expected monthly income.
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Florida and Oklahoma have payday loan databases to limit the number of loans people
can have at one tirne and have a mandatory cooling-off period between loans.
Consumers in Nevada can carry as many loans as they like from different lenders.
There is no cooling-off period.

The Nevada Legislature is expected to try to address the issue of payday loans this’
session. There are at least three proposals - two from assemblymen and one from the
Nevada Financial Institutions Division -- that are aimed at better regulating the
payday lending industry.

Critics, including Assembly Majority Leader Barbara Buckley, D-Las Vegas, say the
industry preys on the poor and the least likely to be able to pay off the loans.

"They make most of their money off of people whose financial situations are
desperate," said Buckley, who, as the head of Clark County Legal Services, has
battled the industry over judgments and finance charges. "They can't pay the loans
back, and the companies know it. It becomes a predatory way of creating a debt
treadmil] for the working class who have nobody else to fall back on.

"We have all of these service-industry jobs and all of these people without a safety
net, without relatives to loan them the money. So the payday loan companies prey on
these folks."

- Industry representatives, however, say that most of their customers are middle class

and gainfully employed. The lenders say their services are easy to use, and that
customers come to them because they have found it increasingly difficult to get short-
term loans from banks.

"Calling us legalized loan sharks is such a mischaracterization," said Jim Marchesi,
owner of the Check City payday loan chain and president of the Nevada Financial

Services Association, a lobby group for payday lenders.

"We provide a loan product that consumers choose to use. There is huge demand for
the product. We've become the bridge lender for people who want to borrow money
for a short time.

"The APR (annual percentage rate) is a terrible yardstick to use because no one keeps
these loans out for a whole year." .

Payday loans became popular in the early 1990s and have mushroomed in Nevada
since the late 1990s. There are now more than 300 state-registered payday lending
stores in Nevada, and one owner believes 125,000 Nevadans at any one time take out
payday loans,
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" Lenders justify the high finance charges by pointing to the risk and cost of making the
loans. And they say they're no worse than banks that charge for bounced checks, with
an annual interest rate that can exceed what a payday lender charges.

Most importantly, payday lenders say, if they closed shop, they'd be replaced by
illegal loan sharks.

But consumer groups say there's little difference, especially in Nevada, which has
among the nation's loosest regulations. '

"T's bad for the community as a whole ifa significant mumber of consumers are
struggling to pay off these loans instead of paying other bills, diverting all that money
to payday lenders instead of putting food on the table," said Jean Ann Fox, director of
consumer protection for the Consumer Federation of America in Washington.

"This industry is doing just fine in other states that have a lot more restrictions than
Nevada. The arpument that putting more restrictions on them will put them out of
business is untrue." '

And some critics say that consumers can survive without payday loans, pointing to the
14 states where payday lending is either outlawed or severely restricted.

No payday lenders have bothered to get a license in Massachusetts because of that
. state's 23 percent cap on annualized interest rates on loans of up to $6,000.

Instead, the Massachusetts Office of Consumer Affairs and Business Regulation has
advised consumers who need short-term emergency loans in that state to look to other
sources.

The office suggests that a consumer: borrow money from friends or relatives; obtain
cash advances on credit cards; get short-term loans from banks or credit unions;

-arrange for cash advances from employers; see if they can delay paying a noninterest
bill; make pay arrangements with utility providers; ask creditors for more time to pay
bills; or contact an accredited consumer credit-counseling agency for help in getting
out of debt.

"Getting involved in payday loans will only worsen things for people,” Chris
Goetcheus, spokesman for the Massachusetts agency, said, "The rollovers are how
these people make money.

"The consumers in the most desperate situation should sit down with an accredited
counselor. They look at cutting down your €Xpenses so that you can save money. The
goal is to minimize your expenses to meet your income."
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Finance charges

Nevada once had a usury law that limited finance charges for consumer loans. But that
law was eliminated by the Legislature in 1984 to induce Citicorp to open a credit-card
processing center in Las Vegas. To bring a new industry and the corresponding jobs to
Nevada, lawmakers granted Citicorp's wish by lifting the ceiling on finance-charge
interest rates,

Former Nevada Gov. and U.S. Sen. Richard Bryan, who govemed the state then and
met with Citicorp executives in New York, said eliminating the usury law was the
"quid pro quo" Citicorp demanded to move to Nevada.

"They wanted the flexibility with consumer loans in case market conditions changed,"
Bryan said. '

But without a usury law Nevada payday loan customers are worse off than consumers
elsewhere, Fox said.

"They end up paying more in Nevada than consumers in the same situation who live
in another state," Fox said,

Assemblywoman Chris Giunchigliani, D-Las Vegas, would like to revive the usury
law, setting it at the prime rate (now 5.5 percent) plus 2 percent for consumer loans,
including payday loans. She said that rate is similar to Nevada's former law.

"They shouldn't be able to profit on the backs of the middle class and poor people who
cannot afford to pay," Giunchigliani said.

She can expect a stiff battle from both payday lenders and big financial institutions
such as credit-card companies. Credit-card companies regularly charge an 18 percent
to 25 percent annual interest rate. Payday lenders say a usury law would drive them
-out of business,

Because of stiff competition, Marchesi said local payday lenders have kept finance
charges lower than in many states whete the cap on finance charges is higher than
Nevada's market rate.

"I believe the market should determine what the rate is," he said. "A cap makes 1o
sense at all." -

But the AARP, responding to the growing number of seniors who use payday loans,
urges all states to implement laws that limit annualized interest rates on small loans to
36 percent.
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"We need to have payday loans for people who don't have credit, but there should not
be abusive practices,” said Barry Gold, AARP Nevada's associate state director for
advocacy. "The predatory practices of some payday lenders are intended to get pecple
in debt.

"Two weeks to pay off a loan is not enough time for most people, and there needs to
be more disclosure of the fees.”

A study of short-term, high-interest lenders that was released in January by the
nonprofit Nevada Fair Housing Center found that the median payday loan finance
charge in Nevada is $17 for every $100 borrowed, an annualized interest rate of 443.2
percent.

But the center, which provides housing services and financial programs for lower-
income clients, also found that some lenders in Nevada have finance charges of as
much as $50 per $100 loan, which translates to an annualized interest rate of 1,303.6
percent.

"The way the loans are structured it setsup a sitnation where a person makes interest
payments without reducing the principal," Jason Jarniven, a researcher for the housing
center, said. "It sets up chronic repeat borrowing."

Money needs

He would get no argument from retired beauty salon owner and manager Maureen
Coulter, who once managed salons on the Strip. After falling ill four years ago and
draining her savings, Coulter ended up on Social Security disability. She got her first
payday loan in 2003,

"] had some bills due, and I needed to buy Christmas gifts so I needed money,"
Coulter said. "I figured the banks wouldn't loan me money and 1 saw ads on TV for
- -these lenders. You see two or three on every block.

" A1l T needed was my driver's license, a check and proof of my income, which was a
printout from Social Security. They were more than happy to give me money."

Coulter, 61, went to three payday lenders. She borrowed $340 per month, with $60 in
finance charges, from one lender. After four months of rollovers she had paid $240 in
interest without reducing the principal.

From two other lenders she borrowed $250 each plus a $50 finance charge per month,
but after four months of rollovers she had paid $250 each to both lenders in finance
charges without reducing any of the principal. She was told she was paying an
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annualized interest rate of 235.5 percent.

One of the lenders from whom she had borrowed $250 a month wound up suing her
for $487 for defaulting on the loan. But she was able to get that reduced to $200 when
she went to Las Vegas Justice Court, accompanied by a senior advocate that she
knows. When the lender appealed the judge's ruling, Coulter went to Clark County
Legal Services for help and the lender dropped the appeal.

Coulter vows never to use another lender,

"They're horrible," she said. "Yes, it was my fault for dealing with them. But you're
better off going to an illegal loan shark because at least you know you're dealing with
a shark. :

"The banks won't give people like me loans because we're not working and have no
assets. But if I have to, I will just do without. You just learn to live without certain
things." :

Some payday loan customers report more positive experiences.

Las Vegas resident Victor Laird, a 47-year-old operations manager for a delivery
service, first became a customer of Cash Cow Corp. in 1998 when his father was
dying of cancer and bills were piling up.

+ "The most I had to borrow was $600 when I had to take my family to the funeral in
San Francisco," Laird said. :

Living from paycheck to paycheck, he is a repeat customer.

"I'm lucky they are there,” Laird said. "If I had to pick the things I like most about
thern I would say the convenience and the ease with which I can go in without being
bogged down with multiple credit checks. '

"1 use it for emergencies like paying utility bills, especially during the summertime
when the bills are a lot higher. If it's Monday and a bill is due and you don't get paid
until Friday, what can you do?"

But Michele Johnson sees the financial problems payday lending can cause borrowers
in her capacity as president and chief executive of Consumer Credit Counseling _
Services.of Southern Nevada. The counseling service helps individuals with mounting
debt.

"The speed with which you can get $300 is much quicker than applying for a new
credit card," Johnson said of payday lenders. "But it's very short-sighted borrowing.
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We're not doing a good job educating consumers and they have to take more
responsibility for their own actions.”

Payday growth

"Fringe banking" became popular in the 1960s when loan companies began sprouting
around military bases. By the 1980s check-cashing services were on the Strip and in
lower-income neighborhoods. They cash checks for roughly 1 percent to 10 percent of
the face value of the check. Many customers are unemployed, don't have checking
accounts or don't trust banks.

In the 1990s payday lenders came to Nevada, seeking to satisfy the growing demand
for convenient short-term loans from consumers who had jobs or Social Security and
bank accounts, but also had poor credit.

In many cases the check cashers that were already here added payday loans to their
arsenal, giving them a broader base of customers to serve.

What payday lenders offer is speed and convenience. The lines at the teller windows
are usually short and the customer has his cash within minutes.

PFrank (not his real name) and his wife, regular customers of Check City in Las Vegas
and parents of two small children, take out 20 loans a year. They borrow $300 to $500
at a time and usually pay off the loans in two weeks.

"We use the cash mainly for incidentals," Frank, a business consultant, said. "I'm out
of town a lot, and my wife doesn't always have access to credit. My wife was in a
situation once where she needed money for formula.”

But there is also a stigma attached to payday loans, 50 much so that many customers
don't want their employers to know that they frequent payday lenders. Other
customers don't want their spouses to know.

Karen (not her real name) is an example 6f a borrower who doesn't want her employer
to know about her payday lending. The 38-year-old Las Vegas pharmacy technician
didn't have the money to pay for the alternator that needed to be replaced in her car.

So she went to a payday lender and borrowed $500 plus $150 in finance charges,
which she was to repay in two weeks. After rolling over the loan five times for a total
of 10 weeks beyond the expiration of her initial loan, Karen had paid $900 in finance
charges without paying off any of the principal.

"] was so angry with myself," Karen said. "I wondered how I was going to get myself
out of this. I know a nurse who makes $50 an hour and I was surprised fo see her in
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the same payday loan place I was in,"

Karen went to Consumer Credit Counseling Services for help rearranging her debt.
The payment plan enabled her to repay the lender $80 per pay period over nine
months. Her advice to individuals contemplating a payday loan: "Just don't do it. It is
the worst rip-off."

"Try to talk to the people you owe and make arrangements with them," she said. "
learned to work overtime so I don't live from paycheck to paycheck now."

Popular practice

Payday lending has become so popular in Nevada, according to the housing center
study, that the state has far more state-registered payday lending and check-cashing
stores per 10,000 residents, 1.91, than neighboring Utah (0.56), California (0.68)
Oregon (0.72) and Arizona (1.41).

The housmg center found that more than 60 percent of the hlgh-mterest stores in
Nevada are in neighborhoods with below-average household income. In Clark County
the median household income is $44,616.

Cash Cow Corp. President David Cowles said his clientele isn't the working poor. He
said he has more customers in their 30s and in the $2,000 to $2,199 net monthly -
income bracket than in any other age and income category.

In a 2001 analysis of 4,593 loans his company processed, Cowles said he found that
3,244, or 70.6 percent, were paid off within the initial loan period. An additional 646
loans, or 14.1 percent, were paid back after one extension. The remaining 15.3 percent
required at least two extensions to be paid off. : :

Cowles belicves anecdotally that most of his customers find payday loans to be
"convenient and cost effective.” He estimated that less than 10 percent are "desperate
" “people who domn't know how to manage finances."

"They often have gambling, drug or other problems and will take out multiple loans
from numerous lenders until their house of cards crumbles," he said. "Those are the
people used as examples by so-called consumer protection groups. They shouldn't be
botrowing money in the first place."

And he also estimated that a small percentage of borrowers are "crooks."

"They'll lie on their loan application," he said. "They'll get a loan and then the next
day they'll stop payment on the check or close their checking account,”
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Payday lenders insist that theit clientele is mostly middle class. A 2002 study
commissioned by the Community Financial Services Association of America -- an
Alexandria, Va., payday loan trade group, found that the median income of a borrower
was $34,764 and that the average age was 38.

That stady found that 56 percent of the borrowers renewed their loans at least once,
but that 68 percent of the renewals did not extend beyond four weeks of the expiration
of the original loan. -

"We don't encourage rollovers at all," Steven Schlein, a spokesman for the trade
association, said. "Most of our customers pay us back on time. It's also very
transitional. Most people use it only for a short period in their life."

Critics dispute the numbers and say that the industry bas stretched the definition of
middle class. '

A December 2003 survey by the Center for Responsible Lending of Durham, N.C., a
nonprofit critic of predatory lending, found that 5 million American payday loan
borrowers are caught in a "debt frap" each year. ~

That study also found that 31 percent of the borrowers take out at least 12 loans
annually, and that only 1 percent of the loans are for emergencies.

"People with long-term financial problems need to meet with a credit counselor,”" Fox
said. "If you take out a payday loan, what are you going to do in two weeks when you
aren't making any more money and need to pay the loan back?

"Payday loans don't solve your problem. They add up to whopping finance charges.
The best thing is to deal directly with whatever is causing the financial crisis. You can
ask creditors for more time or ask utilities to negotiate a payment plan.”

~——Payday-lenders in Southern Nevada are-a mix of nationwide chain stores and mom- -
and-pop businesses.

A Web site run by Trihouse Enterprises Inc. of Las Vegas on behalf of payday lenders
states that investors in payday loan companies can earn returns of 2.5 percent a month,

The payday lending business has become so lucrative, with 22,000 stores now
operating nationwide, that some of the largest chains are listed on the New York Stock
Exchange or on Nasdaq. Many of the nation's largest banks have also financed the
debt of payday lenders.

One chain with stores in Southern Nevada, ACE Cash Express Inc. of Irving, Texas,
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~has 1,301 stores nationwide and is listed on Nasdaq. For the first half of fiscal 2005
the company earned $10.9 million, up from $6.7 million in the first half of fiscal 2004.
Its debt has been financed by Bank of America, Wells Fargo Bank, U.S. Bank and J.P.
Morgan Chase & Co.

Loose regulations

In 1997 the Nevada Legislature first tried to corral check cashers and payday lenders
by requiring them to register with the financial institutions division. But the law is
toothless, according to state regulators, lawmakers and payday lenders.

Cowles of Cash Cow has been one of the law's biggest critics, and even produced a
detailed report on why he thought the law was so bad. '

"The language is ambiguous," Cowles said. "It talks about what if a customer defaults
but it doesn't define 'default.' There is a $50,000 surety bond required. For what? And
(the law, Nevada Revised Statutes Chapter) 604 is not protecting consumers in any

way. Some of the things are written so poorly that companies simply disregard them."

The law does not apply to numerous payday lenders, including pawnbrokers and a
person who "does not hold himself out as a check-cashing service," even if they
advertise the loans.

To address that situation Buckley is proposing a new law covering all short-term
lenders, including those with Web sites, that charge annualized interest of more than
40 percent on loans of less than one year,

They would not be allowed in most cases to make a loan that exceeds 25 percent of
the borrower's gross income, must accept partial payments at any time without
additional charges, and must allow customers in default to repay debts over two
months with at least three payments.

~~Lenders also could not garnish wages of individuals in the arined forces or sue for -
triple damages under the state's bad check law. And lenders would be liable to the
customer for actual and punitive damages as well as state penalties of $1,000 for each
violation of the law.

"The way it is right now in Nevada it is so bad we'd be better off having payday loans
banned," Buckley said. "If it was cleaned up, I still wouldn't be its biggest fan but I
wouldn't be its loudest critic either if these abuses were stopped.”

Carol Tidd, commissioner of the financial institutions division, which oversees short-
term lenders, is proposing even tougher penaities -- $10,000 -- for violations.
- Marchesi's association, which will represent many of Nevada's payday lenders this
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legislative session, supports Tidd's proposed penaity because he said legitimate
lenders would follow the law.

One of the toughest problems to address has to do with inconsistencies in the way
payday lenders are licensed by a city or county and registered with the state. The
purpose of licensing and registration is to hold companies accountable to consumers
and to government regulators. But the industry has grown so rapidly that it has been
difficult for the regulators to do their jobs. The county, Las Vegas, Henderson and
North Las Vegas have business licenses for a combined 112 companies operating 255
check-cashing/ payday loan branches.

Some payday lenders licensed with a city or county are not registered with the
financial institutions division, and vice versa. There are payday lenders with active
business licenses that state records show to be closed. And there are payday lenders
who go by one name at the state level and another name in the city or county.

Tidd proposes tightening that up and making companies register under one naine, and
she wants to coordinate efforts with city and county licensing departments.

Amended law_

The Legislature amended the law in 1999 by restricting loans to one-third of the.
borrower's expected monthly net income. Lawmakers also agreed that a loan should
not extend more than 10 weeks beyond its original expiration date.

But the rollover provision is full of loopholes. It does not prevent a consumer from
obtaining multiple loans from different lenders as was the case with Richard Scutti, a
57-year-old Las Vegas security guard who said he got behind on bills because ofa
gambling problem and health issues.

At one point he owed seven lenders $4,500, more than half of which was interest,
court costs and attorneys' fees after he got sued.

"It was a friend who got me into it," Scutti said. "He showed me how easy it was. I
used to pay them off right away at first. But every time I lost money gambling I'd go
back to them. I figured if I could borrow from one, I could go to another one. I'd start
with two or three loans at a time.

"They would be on the phone all the time. They would say, ‘Why don't you hock your
TV or VCR or bicycle.' They would say, I you don't come down and make a
payment, we will sue you.' "

After he was sued, $3,200 of his wages were garnished. He got that amount reduced to
$2,600 after going to Clark County Legal Services, climbed out of debt by working
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extra shifts and began to control his gambling problem. Scutti said he no longer needs
payday loans.

"If someone gambles, 1 would advise that they borrow money from friends or family
but not loan companies because the interest is so high," Scutti said.

Another loophole in the rollover provision is that it can start anew every few weeks if
the lender simply has the customer rip up the original check and write a new one.
That's what happened with former customer Coulter.

Her first loan was for $250 plus a $50 finance charge, which she was to pay back
within a month. She could only pay the finance charge when the loan came due so for
five months straight she paid a $50 finance charge but not the principal. In five
months she accumulated $250 in finance charges, equal to the initial loan amount.

"After the first month they would shred the check and then I would write another
check for $300," Coulter said. "So it looks like you're getting another loan but you're
not,"

Major players

Related stories:

Many of the nation’s biggest players in payday
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Nevada inc., whose parent -- based in
Spartanburg, S.C. -- is the nation's largest payday
lender with 2,290 stores in 34 states. A recent
addition to the New York Stock Exchange,
Advance America posted $351.4 million in
revenue for the first nine months of 2004, a 13
percent increase over the first three quarters of
2003, but its earnings dropped 7 percent to $68.8
million. Bloomberg reported in November that
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Advance America received $140 miilion in
revolving credit and {oans from Wells Fargo Bank.

» Cash America inc. of Nevada, whose parent
company, Cash America of Fort Worth, Texas, is
traded on the New York Stock Exchange and runs
more than 750 stores nationwide, The parent
company eamned a record $56.8 million last year,
almost doubling the $30 million it earned in 2003.
The company last fall also purchased Las Vegas-
based SuperPawn and its 41 stores.

« Check City, which is based in Las Vegas and
has 40 stores, including branches in Utah, Virginia
and Maryland. Owner Jim Marchesi is also
president of the Nevada Financial Services
Association, & state tobbyist for payday lenders.

o Check 'n' Go of Nevada Inc., affiliated with
parent CNG Financial of Mason, Ohio, which
operates more than 900 branches in 30 states.
CNG Financial has received financial backing from
National City Corp. bank.

« EMG Acquisition Co. of Nevada LLC, which is
affiliated with the Easy Money store chain that
aiso has done business in California, Utah, New
Mexico and in the South. EMG's limited liability
company is listed in default by the Nevada
Secretary of State's office.

« Moneytree Inc. of Seattle, the largest payday
lender based in the West. With more than 100

branches, Moneytree operates in Caiifornia,
Colorado, !daho, Washington and Nevada.
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Florida, Oklahoma databases reduce
loans per customer

By Steve Kanigher
<steve@lasvegassun.com>

LAS VEGAS SUN
WEEKEND EDITION
March 5 - 6, 2005

To discourage their rcs1dents from taking out more payday loans than they can handle,
Florida and Oklahoma have developed databases that track each loan.

While Nevadans may take out as many payday loans as they desire, Florida residents
£ may take out only one payday loan at a time, and Oklahomans are restricted to two
loans at once, _

The databases have done such a good job of tracking individual loans that consumers
are using payday lenders less frequently than in the past, officials of both states said.

Nevada is not considering a database, though Assemblywoman Chris Giunchigliani,
D-Las Vegas, said she would like the Nevada Legislature to consider a mandatory
cooling-off period that payday loan customers must endure between loans, That would
help consumers av01d mountmg hlgh-mterest debt, she said.

"1 don't think you'll see the Legislature put them (payday lenders) out of business but
the bad ones need to be cleaned up," she said.

Commissioner Carol Tidd of the Nevada Financial Institutions Division said her
department, which regulates payday lenders, does not have the money to operate a _~
database that could help track cooling-off periods. !

But money is no problem in Florida and Oklahoma because their databases are
financed by transaction fees that are charged to the borrowers when they get their
loans. It works out to $1 per transaction in Florida and 46 cents per transaction in

‘ Oklahoma. Both states use the same company, Veritec Solutions LLC of Jacksonville,
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Fla., to design the computer software and operate the databases.

The databases can be accessed by all payday lenders in both states so that they can
determine whether an individual secking a loan already has one that hasn't been paid
off.

In the three years that the database has been operating in Florida, the number of loans
taken out by the average borrower has dropped from 12.1 per year to 8.4, according to
Mike Ramsden, financial administrator for the Florida Office of Financial Regulation.
Florida has a 24-hour cooling-off period between payday loans.

"The Florida Legislature wanted to make sure consumers didn't get too reliant on this
type of lending because of its high cost," Ramsden said of the database. "It works
tremendously well."

Oklahoma's system kicked in last year. One thing noticed by Jack Stone, deputy
administrator of the Oklahoma Department of Consumer Credit, is that it is now much
more difficult for a borrower to exaggerate on a loan application the number of

payday loans he has outstanding.

"We knew that customers were lying before," Stone said, "The database is very good
because it has cleaned that up."

Cash Cow Corp. President David Cowles of Las Vegas is one payday lender who

. believes a database would be worth considering in Nevada. He and many other payday
lenders already use privately operated databases such as Teletrack to determine
whether prospective customers have had a history of passing bad checks.

"If we know a customer is in a situation where it will be difficult for him to repay us,
we won't loan him the money," Cowles said.
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New rules unlikely to affect Nevada
lenders

LAS VEGAS SUN

WEEKEND EDITION

March & - 6, 2005

Stock prices for ACE Cash Express and
other major payday lenders tumbled last
week after the Federal Deposit Insurance
Corp. tightened regulations for lenders that
partner with federally chartered banks.
Those lenders are now prohibited from giving
payday loans to individuals who have had
another outstanding loan from them for three
of the previous 12 months.

The order affects only 12 of the 5,200
federally chartered banks, and the FDIC will
not name those banks under federal privacy
guidelines. The Nevada Financial Institutions
Division does not keep data on Nevada
payday lenders that partner with federally
chartered banks, Commissioner Carol Tidd
said.

But FDIC spokesman David Barr in
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Washington said he believed the impact on
payday lenders in Las Vegas would be
minimal since Nevada Is a state where
payday lending is legal and loosely
regulated.

"} would say that this will have minimal
impagtin Las Vegas because a lot of the
payday lenders that partner with banks tend
to be in states with more restrictive payday
lending laws,” Barr said.

The Consumer Federation of America, a
consurer watchdog group in Washington,
reported in July that 11 of the nation's 13
largest payday loan chains are partnered

with federally insured banks. Three of those
companies do business in Southem Nevada.
They are Advance America (eight stores),
ACE Cash Express (17 stores) and Check 'n’
Go (six stores).

But the federation said those companies
partner with banks only in certain states in
order to avoid usury laws and small-loan
laws. Nevada has no such laws.
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Executive Summary

" There has been a rapid proliferation of check cashers and payday lenders in Nevada. In 1998,
there were 16 check cashing and payday loan branches in the state; by 2004, that number had
swelled to 381, an increase of 2281 percent in just 7 years. '

In Nevada, there are 1.91 check cashing/paydaylending branches for every 10,000 people.
There are more payday lenders per capita in Nevada than in any neighboring state. ‘

According to a survey of payday lenders in Clark County, the median finarce charge per $100
borrowed is $17.00 (443.21% APR) for a two-week period. The up-front fees charged by
Nevada lenders are comparable to those of lenders in nationwide surveys. '

In addition to costly fees charged up-front, Nevada lenders pile abusive late fees on to their debt
collection suits. The most abusive lenders examined were Budget Loans and Lucky Cash 4 U.
The amount owed by the typical borrower sued by Budget Loans was 6.60 times the original
loan amount; the amount owed by the typical borrower sued by Lucky Cash 4 U was 5.27 times
the original loan amount. ' g e

To try to determine who borrows from short-term, high interest lenders, Nevada Fair Housing
Center (NFHC) examined the geographic distribution of payday loan stores. In Clark County,
these loan stores are most concentrated in census tracts with a median houschold income of less
than $25,000. ' '

NFHC also examined the geographic distribution of short-term, high interest lenders to

investigate whether they predominate in neighborhoods with high minority compositions. In
Clark County, these lenders are most concentrated in neighborhoods with a minority composition
higher than that of the county overall. .

Studies conducted by state regulators in Illinois, Indiana, Wisconsin, North Carolina and
Washington have found that cycles of repeat borrowing are a problem for a significant number of
payday loan borrowers. Nevada would benefit from a similar study.
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Introduction

In Nevada, as in the rest of the country, there has been a rapid proliferation of short-term, high
interest cash lenders, Between 1998 and 2004, the number of chegk cashers and payday lenders
in Nevada increased more than 20-fold, from 16 t0 381. Although business models vary greatly,
these lenders generally provide cash loans ranging from $100 10 $500, though some go as high as
$1000. The loans are usually for a short-term of 14 days or less. The annualized interest raes

on these loan products are typically 400 percent to 500 percent.

As the concentration of short-term, high interest lenders has increased in Nevada—reaching as
many as four locations on a single block in some places—the coniroversy over the legitimacy of
the industry has increased as well Local consumer advocates and politicians have expressed
concerns that payday lenders target low-income consumers and stifle redevelopment efforts in
older wards (Squires 2003). In 2003, these concerns led the Las Vegas City Council to consider
an ordinance that that would prevent payday loan stores from locating within 1,000 feet of each
other and within 200 feet of residences. _ '

Shori-term, high intercst lenders counter these attacks by insisting that they provide a useful
service—short-term, unsecured cash loans—that traditional lending institutions have abandoned.
In addition, the lenders insist that high labor and administrative costs and a greater risk also
demand higher interest rates thian those on larger, longer-term loans made by mainstream
financial institutions. : _

The controversy over short-term, high interest loans in Nevada continues and focuses on three
major issues: (1) what is the customer base of short-term, high interest lenders? (2) Do short-
term, high interest loans trap consumers in cycles of chronic, repeat borrowing? And, (3) do
short-term, high interest lenders employ abusive debt collection practices? '

In 2005, the Nevada legislature will consider several bills that deal with these issues. One bill
aims to curb recurrent borrowing and fimit the amounts sought by lenders in debt collection
cases. To contribute to an understanding of payday lending in the state, Nevada Fair Housing
Center, Inc. (NFHC) bas conducted a study of the industry. After providing an overview of the
industry, this paper will examine each of the three controversial issues in turn and provide

recommendations for consumer protections.
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Overview of Short-Term, High Interest
Cash Lending in Nevada

There are two major types of short-term, high interest cash loans are available in Nevada: payday
loans/deferred-deposit loans and short-term, high interest cash installment loans.

Payday loans/Deferred-Deposit Loans. In a payday loan transaction, the lender provides
the borrower with an amount of cash equal to the amount of a check provided by the
borrower, less any interest charged for the transaction. The check acts as security for the
loan. The deferred deposit service agrees not to cash the check until the customer’s next
payday. If the customer does not have sufficient funds to cover the cashed check at the
next payday, the customer can pay the interest to extend (or rollover) the loan for another
pay-period (usually two weeks).

Cash Installment Loans. Short-term, high interest cash loans are also available from
some installment lenders. In these transactions, the lender provides cash and the
borrower signs a promissory note agreeing to repay the loan plus interest in a specified
period of time (the customer does not provide a post-dated check). Some lenders require
repayment in less than 30 days, much like a payday loan. Also like a payday loan, if the
borrower is unable to repay the loan on the due date, the borrower can pay the interest to
extend the loan for another period. Other lenders require repayment ina series of bi-
weekly installments. The installment payments often run from 6 to 18 weeks, which is
longer than the typical payday loan. Ifborrowers miss a payment, they must pay a late
fee on top of their next installment.

To get a sense of the types of short-term, high interest loans offered in Nevada, NFHC conducted
a telephone survey of Clark County payday lenders. For payday lenders with more than one
branch, NFHC picked one location to call because the loan products were likely to be the same at
each location. NFHC called 105 locations. 28 locations (representing 39% of all locations in
Clark County) responded in full about their loan products, 22 locations (representing 18% of all
locations) responded partially, 21 locations (representing 10% of all locations) provided check
cashing services only and 34 locations (representing 33% of all locations) refused to respond
over the phone or were unreachable.

The survey revealed that finance chargers per $100 borrowed ranged from $10 (182.50% APR)
to $50 (1303.57% APR) for a two-week period. The median finance charge per $100 borrowed
was $17.00 (443.21% APR). All 28 locations that responded in full permitted rollovers,’ though
three locations limited the number of rollovers to two or three.

| The term “rollover™ refers to paying just the interest of finance charge on a short-term loan to extend it for another
term—usually 2 weeks. Rollovers are similar to “back-to-back transactions,” which involve taking out a new Joan
1o repay an old one. At the end of a back-to-back transaction, the borrower still owes the entire principal.

~APP 014797

ROA 00 20- 00099




These findings are widely consistent with previous surveys of the terms offered by payday
lenders. In a survey of 235 lenders in 20 different states, the Consumer Federation of America
and the U.S. Public Interest Research Group found an average fee of $18.28 (470% APR) per
$100 borrowed for a two-week period (Consumer Federation of America 2001). A study of
Illinois lenders by the Financial Institutions Division found an average finance charge of $20
(521% APR) per $100 borrowed while a similar study in Indiana found an average finance
charge of $27.20 on an average loan of $165.74 for an APR of 498.75 percent.

Growth of the Industry

Check cashing and payday lending were first authorized in Nevada by legislation passed in 1997.
Since that time, there has been a rapid proliferation of check cashing and payday loan stofes. In
1998, there were 16 of these branches in Nevada; by 2004, that number had swelled to 381, an
increase of 2281 percent over 6 years. As Figure 1 shows, most of that increase has occurred in
Clark County.

Figure 1: Growth of Check Cashing/Payday Loan Branches in
Clark County and the Rest of Nevada
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Source: State of Nevada Financial Institutions Division

While the concentration of check cashing and payday loan branches has been increasing
throughout the country, it is particularly high in Nevada. There are 1.91 of these branches for
every 10,000 people. Figure 2 shows that Nevada has more payday Joan stores relative to 1ts
population than any neighboring state. There are 1.41 payday lenders per 10,000 population in
Arizona, 0.68 in California, 1.58 in Idaho, 0.72 in Oregon and 0.56 in Utah. The concentration
of these lenders is also higher in Nevada than in Colorado (0.90), 1llinois (0.73), and Indiana
{0.93).
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Figure 2: Number of Check Cashing/Payday Loan Branches® per 10,000
Population in Nevada and Other States :
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Sources: Arizona State Banking Department; Colorado Office of the Attorney General; Idaho
Department of Finance; Indiana Division of Financial Institutions; McDonald and Santana;
Nevada Division of Financial Institutions; Oregon Division of Finance and Corporate
Securities; Utah Commissioner of F inancial Institutions; Feltmer and Williams.

Because the concentration of check casbers and payday lenders is so great in Nevada, it is
particularly important to assess the industry’s impact on communities here. The sections that
follow examine the three central controversies over short-term, high interest lending in Nevada:
do lenders target low-income and minority consumers; do customers become ensnared in cycles
repeat borrowing, and do lenders employ abusive debt collection practices?

? This graph under-represents the number of short-term, high interest lenders in Nevada because it only includes
check cashing/payday loan branches. Short-term, high interest installment lenders were not included because
comparable data for the other states were not available.
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What is the Customer Base of
Short-Term, High Interest Lenders?

Critics of payday loan companies argue that the business specifically targets cash-strapped and
minority households. A payday lending business plan leaked to the Consumer Federation of
America identifies neighborhoods with many households receiving public assistance as
opportune places to locate (Consummer Federation of America 2001). Proponents of the industry
flatly deny those claims and counter that their typical customer comes from a household making
between $35,000 and $45,000 a year (Squires 2003).

The best way to find out who borrows from payday lenders is to analyze data collected from
payday loan applications (Illinois Financial Institutions Division; Indiana Financial Institutions
Division; Wisconsin Department of Financial Institutions). In the absence of sucha
comprehensive data set, NFHC examined the geographic distribution of payday loan branches
and short-term, high interest installment loan branches to investigate whether they are
disproportionately located in census tracts with low median household incomes (see p. 32 fora
map of short-term, high interest lenders in Clark County).

NFHC found that statewide, over 60 percent of short-term, high interest loan branches are
located in census tracts with low or moderate median household incomes. In Clark County, the
relationship between the location of these lenders and low household incomes is even more
striking. Figure 3 shows that the concentration of these loan stores is highest in neighborhoods
where the median household income is the lowest. In census tracts with a median housebold
income less than $25,000, there are 5.34 short-term, high interest lenders per 10,000 population.
This is almost twice the countywide concentration of 2.89 stores per 10,000 population.

Figure 3: Concentration of Short-Term, High Interest Lenders by Median Income of
Census Tract
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NFHC’s findings gencrally agree with those of previous studies. Several state regulators have
studied payday lenders and their customer base. The Indiana Department of Financial
Institutions found that the average income of payday loan customers was $24,673 a year. This
finding was based on the examination of 5,134 customer files and 54,508 loans. The Wisconsin
Department of Financial Institutions (2001) examined 321 files at 14 lender branches. The
average take-home pay of the borrowers in Wisconsin was $18,675.°

In 1999, the Illinois Department of Financial Institutions collected data from over 600 loan
applications completed by payday loan customers. They found the average annual salary to be
$24,104, 40 percent of the customers were men; 60 percent were Wornen. The average age was
36.6 years old. The Woodstock Institute analyzed the Illinois data further and found that 19
percent of the customers made less than $15,000 a year; 38 percent made between $15,000 and
$24,999, 31 percent made between $25,000 and $39,999; and 12 percent made more than
$40,000 a year.

Two economists at the Credit Research Center conducted a nationwide survey of payday loan
customers (Elliehausen and Lawrence 2001). They found that 23.1 percent of the respondents
came from households making less than $25,000 a year; 51.5 percent made between $25,000 and
$50,000 a year and 25.4 percent made more than $50,000 dollars a year. A little over half
(56.5%) of the payday loan customers reported having a credit card, which is significantly less
than the adult population overall (72.5%) (Caskey 2002).

_ NFHC also examined the geographic distribution of short-term, high interest loan branches to see
if they predominate in neighborhoods with a high minority composition. Statewide, 55% of
these loan stores are located in census tracts with a higher minority composition than the state as
a whole.

In Clark County, the concentration of short-term, high interest loan branches is highest in census
tracts with a minority composition ranging from 40 to 49.99 percent (Figure 4). Short-term, high
interest lenders are not most concentrated in the census tracts with the highest minority
composition, Still, the data show that short-term, high interest lenders are disproportionately
located in neighborhoods with 2 minority composition higher than that of the county overall.

3 The results of the nationwide survey and the results of the studies by state regulators are not directly comparable.
The nationwide study collected data on family income; the studies by state regulators collected data on individual
income. The studies by state regulators did not collect any data on family size.
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Figur

e 4: Concentration of Short-Term, High Interest Lenders by
Minority Composition of Census Tract
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While Nevada would benefit froma comprehensive study of shori-term loan applications to find
out exactly who borrows from short-term cash lenders, the data clearly show that these lenders
tend to cluster in census tracts with lower household incomes. The evidence from Nevada is
broadly consistent with a nationwide survey of payday loan customers and studies conducted in

other states.
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" Do Short-Term, High Interest Loans Trap Consumers
in Cycles of Repeat Borrowing?

Gail, a mother of three children, took out a short-term, high interest instaliment loan. She
received $150 cash after signing a promissory note agreeing to repay $165 four days later.
Unable to repay the entire sum in a short period of time, Gail paid $15 to rollover® the loan. She
paid $15 each week for 9 consecutive weeks before defaulting. Although she had paid a total of
$135—almost the entire loan amount—the principal had never been reduced. Four wecks after
defaulting, Gail’s lender, Lucky Cash 4 U, filed a debt collection suit against her. After charging
interest at 2 percent per day upon default and a “wage gamishment” charge of $1250, the lender
was awarded $1487—rhore than 9 times the original loan amount. Gail sought help from Clark
County Legal Services and was able to vacate the judgment. The suit was settled for $226.

Consumer advocates use stories like Gail’s to indict the short-term, high interest loan industry.
They argue that these loans are inherently predatory because they are structured so that clients
can get stuck in a cycle of debts. Consumers living from paycheck-to-paycheck are not likely to
be able to repay a high interest loan in a short period of two weeks or less. Because the risk of
becoming a recurrent borrower is high, consumer advocates argue that states should adopt
consumer protection laws that eliminate rollovers.

Industry spokespeople dismiss consumer advocates’ claims as anecdotal and object to the
climination of rollovers. They maintain that while the debt cycle is a problem for a small portion
of their custorners, the vast majority repays on time. The Best Practices of the Community
Financial Services Association, the trade association of payday lenders, recommends a limitation

of four rollovers.

Several state agencies responsible for the regulation of financial institutions conducted studies of
customer files at payday loan branches. These studics suggest that recurrent borrowing isa
larger problem than industry lobbyists suggest. The Mllinois Financial Institutions Division
conducted a survey of payday loan stores in 1999. Examiners visited 60 lenders and compiled
data from ten randomly sclected customer files from each lender (for a total of 600 files
examined). The study found that the average customer made $24,104 a year and took out 10.93
loans in the twelve months preceding the examination date. In similar studies, the Indiana
Financial Institutions Division found an average of 10.19 loans per customer in 1999 and the
Wisconsin Department of Financial Institutions found an average of 11.9 loans per customer in

2001.

The Notth Carolina Commissioner of Banks and the Washington State Financial Institutions
Division conducted more comprehensive studies of lending frequencies. The North Carolina
study included data on all payday loan transactions in 2000; the Washington study included data
on all payday loan transactions made by the four largest payday lenders in the state. The results
of these studies are displayed in Table 1 below.

* The term *“yollover” refers to paying the interest of finance charge on a short-lerm Joan to extend it for another
term—usually 2 weeks. A related practice, the “back-to-back transaction,” involves taking out a new loan to repay
an old one. As with a rollover, the borrower still owes the same principal at the end of a back-to-back transaction.
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The North Carolina Commissioner of Banks found that almost a third (30.16 percent) of all
payday loan borrowers took out more than 10 loans ina single year. Washington state regulators

found that almost half (43.87 percent) of all

year. A significant minority of customers in each state took out more than 20 loans in a single
year: 7.59 percent (o1 32,718 customers) in North Carolina and 8.27 percent (or 16,034

customers) in Washington.

borrowers took out more than 10 loans in a single

" Table 1: Frequency of Borrowing from Payday Lenders in
North Carolina and Washington
# of Loans No. of Percent of No. of Percent of ]
Taken Out in | Customers in Customers Customers in Customers
a Single Year NC - inNC WA in WA
1-5 202,910 47,06 104,630 48.54
610 98,231 7278 41,932 31,61
11-15 62,383 14.47 63,265 14.07
16-20 34,952 2.11 14,483 7.46
21-25 24,092 5.59 10,464 5.4
>25 8,626 2.00 5,570 2.87

Source: Norih Carolina Co
Institutions);
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w customer whose most
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Skillern (2002) examined the payday lending industry in North Carolina. Using data collected
by the North Carolina Commissioner of Banks, he quantified rollover and repeat botrowing as a
portion of the overall revenue and loan volume of North Carolina payday lenders. He found that
payday lenders had a powerful economic incentive to encourage recurrent borrowing. A smaller
number of repeat customers generated more revenue for payday lenders than a larger number of
occasional borrowers. The 38 percent of all customers who took out between 1 and 3 Joans in a
year generated 12 percent of total industry revenues. The 18 percent of customers who took out
12 or more loans in a single year generated 40 percent of the industry’s revenues.

These studies by economists and regulators in other states belie the claims of payday loan
industry lobbyists that repeat borrowing is a rare occusrence. The only way to accurately gauge
the extent of repeat borrowing in Nevada would be to conduct a study similar to those completed
by state regulators in [llinois, Indiana, Wisconsin, North Carolina and Washington. Considering
that short-term, high interest lending is more pervasive in Nevada than in these states, a similar

study here seems prudent.
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Do Payday Lenders Employ
Abusive Debt Collection Practices?

If the due date on a payday loan arrives and the client has not come in to rollover the loan, the
lender cashes the post-dated check provided by the customer. If the customer’s account comntains
sufficient funds, the loan is repaid and the transaction is complete. If the check is returned for
insufficient funds, the lender contacts the customer to arrange repayment as promptly as
possible. If the loan remains unpaid, some lenders write it off as uncollectible. Others file debt
collection cases against their delinquent customers.

Consumer advocatés have protested that many payday lenders engage in abusive debt collection
practices. These practices include suing their customers for treble damages and threatening
criminal prosecution if the loans are not repaid (Consumer F ederation of America 2001; Johnson
2001). Some lenders have also threatened borrowers with foreclosure (Johnson 2001).

NFHC investigated the debt collection practices of local payday lenders and short-term
installment lenders. It would be impossible to investigate the debt collection practices of every
short-term lender in Clark County, so NFHC selected five payday lenders and four short-term
installment lenders known to file debt collection cases. The payday lenders studied were Check
City, Rapid Cash, Cool Cash, Cash Out and Easy Cash. The installment lenders studied were
Your Credit, Inc., Budget Loans, Geniry Finance and Lucky Cash 4 U.

Debt collection suits in Las Vegas are filed with the Justice Court. The Civil Records Division
of the Justice Court pulled 15 case files for cach lender. From each file, NFHC colleted data
about: the original loan (loan amount, finance charge, APR, and loan term); the amount the
lender sought to collect on top of the original loan (returned-check fees, late fees, treble
damages, suit costs, attorney’s fees); and the outcome of the case (Had a judgment been issued?
Had the judgment been satisfied? Had a writ of execution garnishing the defendant’s wages
been issued?).

NFHC restricted its examination to files that contained all of the necessary information. Files
that contained a complaint only were discarded. There were 9 complete files for Check City, 10
for Cool Cash, 11 for Rapid Cash, and 5 for Easy Cash. There were only 3 complete files for
Cash Out, so the results of the examination of these files have not been included. There were 13
complete files for Your Credit, Inc., 10 for Budget Loans, 10 for Gentry Finance, and 10 for
Lucky Cash 4 U. The total number of complete files included was 78. Table 2 summarizes
NFHC’s findings for each lender.

Check City. For the 9 debt collection cases filed by Check City, the typical loan amount was
$250 with a finance charge of $43 (392.38% APR). In addition to the amount of the original
loan and two $25 returned-check fees, Check City sought “late charges” ranging from $30 to
$240. Although the contract signed by Check City’s customers does not specify how the amount
of the “late charges” is calculated, Check City appears to charge $30 for every $100 borrowed.
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" collection practices are similar. The typical loan amount for Rapid Cash was $462.50; for Easy

. /7"&-\ N

Rapid Cash and Easy Cash. Rapid Cash and Easy Cash are separate companies, but their debt

Cash it was $250. The typical finance charges at Rapid Cash and Easy Cash were $75 (495%
APR) and $50 (730% APR), respectively. Rapid Cash and Easy Cash did not impose late
charges as Check City did. Instead, they sued for treble damages under NRS 41.620.

NRS 41.620 enables merchants to collect three times the amount of a check returned for
insufficient funds, up to $500. It is intended to deter people from committing fraud by issuing
checks that they know will bounce. The statute that authorizes check-cashing and payday
lending, bowever, limits the fees lenders can collect on returned checks and precludes the use of
41.620 (NRS 604.162). Moreover, in July of 2002, the Commissioner of Nevada Financial
Institutions Division issued a memo explicitly prohibiting the use of NRS 41.620 by payday
lenders (Walsahw 2002).

Despite FID’s prohibition, NFHC found that Rapid Cash, Easy Cash and Cool Cash regularly
sued for treble damages under NRS 41.620, This allowed them to collect $500 on top of the
original loan amount and rcturned~check fees, which is substantially more than the typical late
charge of $120 at Check City. ' :

Cool Cash. NFHC examined 10 cases filed by Cool Cash, Inc. The typical loan provided by the
company was $500. The median finance charge was $105 and the median APR was 359.12%.
Like Rapid Cash and Easy Cash, Cool Cash did not impose late charges but instead sued for
treble damages under NRS 41.620. Unlike Rapid Cash and Easy Cash, however, Cool Cash
required its customers to write a separate check for every $100 borrowed. This allowed Cool
Cash to circumvent the $500 cap in NRS 41.620, S

For example, in Case # 04C-003038, the defendant borrowed $300. He wrote three checks, each
for $130 (there was a finance charge of $90). When all three checks bounced, Cool Cash sued
for the sum of three times the original amount of each check, or $1170
($390+$390+$390=51170). Had the defendant written one check for $300, Cool Cash would
have been able to sue for only $500 in damages under NRS 41.620. The median amount Cool
Cash sued for under NRS 41.620 was $1017.50, which is substantially more than the typical late
charges imposed by Check City and the damages sued for by Rapid Cash and Easy Cash.
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Table 2: Late Fees

and Damages Sought In Debi Col}ection Suits

Lender Median ' | Median Fin, Median Median Median |
(Type) Loan - Chg. APR Late Fees | “Damages”
Amt. g
Check City $400 $53 . 391.07% " $120 0
(Payday)
Rapid Cash $462.50 875 $421.41% 0 $500
(Payday) |
Cool Cash $500 $105 359.12 0 $1017.50
(Payday) B ‘ 2
Easy Cash $250 $50 521.43% 0 $500
(Payday) ' L _ '
Your Credit $100 $31.12 242.02 $120° 0
(Instailment)
Budget Loans $250 $40 521.43% $1096.52 0
(Installment) , ' 3 _
Gentry Finance $200 $92.40 216.74% $120 0
(Installment)
Lucky Cash 4 $3060 60 521% $904 0
U (Installment)
To assess whether the payday leriders’ debt collection practices were abusive, NFHC compared
the total amount to be paid by the borrower-(including suit costs and attorney’s fees) with the
original loan amount. This provides a measure of how costly debt collection suits are to payday

Joan customers.’ The results

5 Actually, this methed is |
number of finance charges the customer pa

ikely to underest

imate the total cost to the bo
d to rollover the loan before going into default.

of these calculations are summarized in Table 3.

mower because it does not account for the

APP 014%%%

ROA 01

15— 24

O -

nn
Uy

1w

!




Table 3: Amounts Awarded to Lenders and
Total Amounts Owed by Borrowers in Debt Collection Suits

Lender Median Amount Median Total AJmt- In T:';!l
’ ncgmernt 1o
(Type) Awarded Judgment oﬁ—dg“"—riginnl Lo
: Amt,
Check City $605 $829 2.14
(Payday) .
Rapid Cash $1025 $1279 2.66
(Payday)
Easy Cash | $825 987.82 3.95
(Payday) .
Cool Cash ' $1687.50 $1922.38 5.28
(Payday)
Geniry Finance $311.76 $390.12 2.56
(Installment) :
Your Credit $251.12 $390.12 337
(Installment)
Lucky Cash 4U $1204 $1499 5.27
{Instaliment)
Budget Loans $1095.71 $1461 6.60
(Installment) : .

By this measure, Cool Cash was the most abusive of the payday lenders studied. The amount
owed by the typical borrower sued by Cool Cash was more than five times the amount of the
original loan. For example, in Case Number 04C-004278, the customer initiafly borrowed $200.
At the end of the debt collection case, the customer owed $1134.11, including suit costs and
attorney’s fees. On this $200 loan, Cool Cash netted $780° after recovering the original loan
amount and paying the suit costs and attorneys fees. J ‘

Check City, in contrast, was the Jeast abusive of the payday lenders studied. The typical Check
City customer had to pay 2.14 times the amount of the original loan. For example, in Case
Number 04C-001583, the customer initially borrowed $250. At the end of the debt collection
case, the customer owed $471, including suit costs and attorney’s fees. On this $200 loan, Check
City netted $119 after recovering the original loan amount and paying the suit costs and

attorney’s fees. Although Check City was the least abusive by this measure, the debt collection
suit is still costly for the borrower.

5 The $780 figure does not represent pure profit. The amount of the $780 that goes to payroll and administrative
costs is unknown.
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Installment loan companies that provide short-term, high interest loans are not licensed under the
same chapter of Nevada Revised Statutes under which check cashing and payday lending
companies are registered.” However, NFHC’s analysis of debt collection cases indicates that
installment loan companies offer short-term loans with qamounts, maturities and interest rates
comparable to those of payday loan companies (Table 2). Installment loan companies also
employ similar debt collection practices.

Your Credit, Inc. For the 13 debt collection cases filed by Your Credit, the typical loan amount
was $100, and the typical finance charge was $3 1.12 (242.02% APR) (Table 2). In addition to
the amount of the original loan, Your Credit sought a “late charge” ranging from $10.38 to
$160.00, ‘

Budget Loans. For the 10 debt collection cases filed by Budget Loans, the typical loan amount
was $250, the typical finance charge was $40.00 (521.43% APR), and the typical maturity was
14 days (Table 1). In addition to the amount of the original loan, Budget Loans sought a
“penalty” ranging from $375 to $838.44 and “accrued interest” ranging from $127 to $949.
Budget Loans would atso offer credits o its customers, reducing the amount owed by a marginal
amount.

Lucky Cash 4 U. For the 10 debt collection cases filed by Lucky Cash4 U, the typical loan
amount was $300, the typical finance charge was $60.00 (521.43% APR), and the typical
maturity was 10 days (Table 1). In addition to the amount of the original loan, Lucky Cash4 U
sought “late fees,” “accrued costs,” “delinquency costs,” and “administrative costs” fromthe
porrower. The average sum of these charges was $1 119.13 ontop of the initial loan amount.

Genitry Finance. The loans provided by Gentry Finance are structured differently than the loans
provided by most payday lenders and short-term, installment lenders. Instead of having to repay
the entire loan amount and finance charge on their next payday, borrowers repay the loan and
finance charge in a series of bi-weekly installments. Of the lenders we examined, Gentry

Finance has the highest finance charges in absolute terms but the lowest charges when expressed

as APR’s.

For the 10 debt collection cases filed by Gentry Finance, the typical loan amount was $200 with
a finance charge of $92.40 (216.74% APR) and a maturity of 16 weeks (Table 2). In addition to
the amount of the otiginal loan, Gentry Finance sought “late charges” ranging from $20 to $120.

e
7 Check Cashers and Payday Lenders are registered under NRS Chapter 604. Installment lenders are licensed under
NRS Chapter 675.
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fﬁ * To assess whether the installment lenders! debt collection practices were abusive, NFHC
' . compared the total amount to be paid by the borrower (including suit costs and attorney’s fees)
with the original loan amount, as it did for payday lenders (Table 3). By this measure, Budget
~ Loans was the most abusive of both the payday and installment lenders studied. The amount
owed by the typical borrower sued by Budget Loans was almost seven times the amount of the
original loan. Gentry Finance, in contrast, was the least abusive of both the payday lenders and
the installment lenders studied. Gentry finance was typically awarded less than twice the .

original loan amount. The amount owed by the typical borrower sued by Gentry Finance was a
little over twice the original loan amount.

The findings of NFHC’s study of payday loan companies and installment loan companies that
offer short-term, high interest loans complement a study of the debt collection practices of
Americash, a payday lender in Illinois (Monsignor John Egan Campaign 2004). Researchers
found that the average APR of Americash’s loan products was 573.18%. The average award ina
debt collection case was nearly triple the average original loan amount. The researchets looked
at every debt collection case filed by Americash in 2002 and 2003, They found that the
borrower’s wages were garnished in 97.8% of the cases in 2002 and 98.5% of the cases in 2003,

Installment loan companies in Nevada offer short-term, high interest loans that are structured like
payday loans. They also employ abusive practices to collect on delinquent loans. These findings
suggest that any future regulation of the payday loan industry should also apply to installment
loan companies that offer short-term, high interest loans.

S,
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Conclusions and Recommendations for
Consu-me-r.Protections,

The controversy over short-term, high interest lending in Nevada has centered on three major

issues: (1) who borrows from payday lenders? (2) Do borrowers become stuck in cycles of
chronic, repeat borrowing? And, (3) do lenders employ abusive debt collection practices? The
answers to these questions can help craft legislation containing appropriate consumer
protections.

NFHC’s study of the geography of payday lending in Nevada and Clark County reveals that
short-term, high interest lenders are more highly concentrated in low-income census tracts.
Thes findings are consistent with nationwide surveys and studies in other states that find the
typical payday loan customer to be of modest means. Low-income customers living paycheck-
to-paycheck have difficulty repaying a high interest loan in a short, two-week period. This
increases the likelihood of recurrent borrowing. Studies by state regulators have shown that
cycles of repeat borrowing are a problem for a significant number of payday loan customers
(Ilinois Financial Institutions Division; Indiana Financial Institutions Division; Wisconsin
Financial Institutions Division 2001; North Carolina Commissioner of Banks; Stegman and

Ferris 2003). Legisiative aciion can take steps 1o can address this problem.

1. Require lenders fo allow partial payments. Short-term, high interest lenders should be
required to accept partial payments in any amount without charge.

2. Prohibit rollovers and require a repayment plan. Rather than allowing borrowers to
make a series of interest-only payments that do not reduce the loan principal, lenders
should establish instaliment repayment plans for borrowers who cannot repay the full
amount on the due date.

3. Prohibit lending to customers with two or more outstanding loans. Several states
requite lenders to consult a database that tracks a customer’s outstanding loans. Sucha
database would be necessary in Nevada as well.

4. Prohibit loans of more than % of a borrower’s net monthly income.

When borrowers default on their short-term, high interest loans, some lenders file debt coilection
suits with the Las Vegas Justice Court. NFHC’s examination of debt collection suits revealed
that these lenders employ abusive collection practices. Some lenders add exorbitant “late
charges” to the loan principal. Others sue their customers for damages under NRS 41.620.
Borrowers with a suit filed against them end up paying anywhere from twice the original loan
amount to more than six times the original loan amount. Legislative action can take stepsto
prohibit abusive debt collection practices as well.

In debt collection cases, lenders should be limited to recouping the principal, a returned check
fee (if it was a deferred deposit transaction), the suit costs and an attorney’s fee. Any additional
fees are excessive and abusive because lenders already compensate for the risk of default by
charging high interest rates up front.

i

19~ 34

APP 014&1[21_0011'

ROA 010135



7~ Though legislative action is an important step towards reducing abuses, the prolific growth of the
: payday loan industry makes it difficult for state regulators to adequately enforce the statutes
governing payday lending. For example, some lénders regularly sue their customers for treble
damages even though the Nevada Financial Institutions Division explicitly prohibits this practice
(Walsahw 2002). Borrowers must be able to pursue a private right of action against a lender who
violates Nevada law. '

Removing a borrower’s private right of action is not a rare practice among short-term, high
interest lenders. The loan contracts of at least 5 of the lenders in NFHC’s study of Justice Court
documents included an arbitration clause waiving the borrower’s right to sue the lender. This is
another practice that legislative action ought to prohibit.

Currently, payday lenders and short-term installment lenders are covered by different chapters of
Nevada law. As the analysis of court documents revealed, however, they offer comparable
products and employ similar, abusive debt collection practices. It is important that the consumer
protections discussed above apply to both payday and short-term, high interest installment loans.
This could be accomplished by inserting the protections into both chapters of Nevada law or by
consolidating all short-term, high interest loans into a single chapter. Lenders in other states
have proved adept at evading consumer protection statutes (Feltner and Williams 2004; Morstad
2001). If consumer protections in Nevada are not applied to both payday loans and shori-term
instailment loans, lenders will just adopt the loan product with the fewest protections.

Consumer advocates have documented how payday lenders in states with comprehensive payday
#7"  lending statutes partner with out-of-state banks to circumvent consumer protections (Consumer
Federation of America 2004; National Consumer Law Center). To prevent Nevada lenders from
doing the same, consumer protections must apply to lenders who make the loans themselves and
" to lenders who act as agents for a federally or state-chartered bank, thrift, savings association or
credit union. ' _

This study has documented abusive practices in the Nevada payday loan industry. Increasing |
consumer protections is prudent public policy. If comprehensive consumer protections are not
adopted in Nevada, the abuses documented in this study will only continue.

2024
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About Nevada Fair Housing Center, Inc.

Nevada Fair Housing Center, Inc. (NF HC) enforces the
Fair Housing Act, protects consumers from predatory
lending and administers financial literacy, asset-building,
and first-time home-buyer programs. Through programs
that ensure equal access to capital and credit, NFHC
supports neighborhood revitalization. NFHC also works
with local municipalities to implement long range plans to
affirmatively further fair housing.

AR

N [\
A | |

w
N

f2u-24
APP 014817




Good afternoon, my name is Azucena valladolid. 1 am Director of Counseling for
Consumer Credit Counseling Service, a not-for-profit United Way organization
serving residents of the State of Nevada fof over 30 years. CCCS pro\)ides basic
financial and asset building services including down-payment assistance, IDA
accounts, establishment of checking and savings accounts, income tax
preparation, financial literacy, ﬁnancial counseling, mortgage default/delinquency
counseling and debt management and repayment. We provide financial

counseling, face-to-face, to over 650 individuals and families each month and it

is these clients and the disturbing trends being experienced I would like to briefly '

speak about today.

As you are aware, the paYday and small loan industry has grown incredibly the
last few years and we see the affectson a daily basis with consu’m_ers seeking
solutions (other than bankmﬁtcy) for their indebtedness. Obligations to payday
or small lcan companies added to an already over-burdened consumer results in
a downward financial spiial. It also seems evident marketing by the industry is
directed to minorities, low to moderate-income individuals, and seniors. Spanish
speaking consumers sign documents in English, knowing only what they are toid,
which may very well not be the same thing.

In March 2005, our agency, on a statewide basis, counseled 660 unduplicated
indi\)idualslfamilies. Of those, 17.4% owed one or more payday loans.

These consumers were obligated to from one to seventeen different
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payday/small loans and, in over 95% of the clients, this debt was in addition to
other consumer debt (credit card, retail, etc.).

1 spoke earlier of seniors and will provide an example which is, unfortunately, not
rare. A 71-year-old gentleman came in for assistance. His total net monthly
income is $1,000.25 from social security. He owed 15 payday and four small
loan companies — 19 creditors with monthly payments totaling $3,627. This
started with one loan of $100.00. His social security check arrives on the 3™ of
each month. On the 16™ he borrowed $100, to be repald on the 30™.
Unfortunately, he had no income until the 3™ so when the loan became due,l he
borrowed from another payday company to pay the interest on the first....and on
and on and on, resulting in almost $4,000 in debt. Moreover, this amount did
not reflect costs associated with the legal action that was being processed,

A Spanish-speaking client enlisted our assistance to repay his 6 payday loans.l
On january 25, 2005 One of the companies responded in writing to our agency,
accepting the proposed payment of $67 on a $400 balance. On February 26,
2005, a lawsuit was filed for treble damages, resulting in a demand for
$1,978.08 plué 15% interest per two weeks. All this for a $400 debt the—-
company agreed to accept payments on.

The examples could continue, as we see them daily. Consumeré are being
exploilfed. Being indebted to 19 creditors as a 71-year old with no possible way
to repay is exploitation. Owing $400 and liquidating the debt as agreed upon by

the payday loan company only to be sued for almost $2,000 s exploitation. I am
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asking you consider the proposed legislation to provide protection for the

residents of Nevada. Thank you for allowing me tospeak. —-— -
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Nevada Fair Housing Center, Inc.

paving the way to a world of resources

FHC

Testimony Before
The Committee On Commerce And Labor

Payday Lending

Nevada Fair Housing Center appreciates the opportunity to present this statement to the
Nevada State Assembly Commiittee on Commerce and Labor. We offer this testimony in
strong support of A.B. 384, which increases consumer protections for borrowers of short-
term, high interest loans.

Nevada Fair Housing Center, Inc. enforces the Fair Housing Act, protects consumers
from predatory mortgage lending and administers financial literacy and first-time home-~
buyer programs. Through programs that promote equal access to capltal and credit,

" NFHC supports neighborhood revitalization and community economic development,

As part of our efforts to ensure that low-income neighborhoods can access capital and
credit on fair terms, we conducted a study of payday lenders and other short-term, high
interest cash lenders in Nevada. Our findings can help craft legisiation that includes
appropriate consumer protections.

Short-term, high interest lenders make money in two ways: on the front-end of the
transaction in the form of finance charges and interest and on the back-end of the
transaction in the form of late fees and rollovers. We are mainly concerned with abusive
practices on the back end..

Abusive Debt Collection Practices

When a short-term, high interest loan goes unpaid, some lenders file debt collection suits

“with the Las Vegas Justice Court. Lenders are certainly entitled to recoup the amount of
money they originally lent. Our study, however, documents 2 number of abusive debt
collection practices that lenders use to collect sums well in excess of the original loan
amount,

We investigated the debt collection practices of 9 short-term, high interest installment
lenders. Some lenders add exorbitant late charges to their debt collection suits, Others
sue their customers for treble damages under NRS 41.620.

NRS 41.620 enables merchants to collect three times the amount of a check returned for
insufficient funds, up to $500. It is intended to deter check-fraud. It is not intended to
allow unscrupulous lenders to pile damages on to their debt collection suits. In July of
2002, the Commissioner of Nevada Financial Institutions Division issued a rnemo
explicitly prohibiting ihe use of NRS 41.620 by payday lenders (Walsahw 2002).
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Despite this prohibition, our study found that some Jenders ! regularly sue for treble

damages under NRS 41.620. Moreover, they require borrowers to write multiple checks
for a single transaction, allowing them to circumvent the $500 limit.

For example, in one case we examined (no. 04C-003038), the customer borrowed $300.
He wrote three checks, each for $130Q (there was 2 finance charge of $90). ‘When all three
checks were returned for insufficient funds, the lender” sued for treble damages on each
check, or for $1170 ($390+$390+$390=51170). Had the customer written one check for
$300, the lender would have been able to sue for only $500 in damages. In this case, the
court ordered the borrower to pay $1832, including court costs and attorney’s fees. He
had repaid $1728 at the time of our examination. The court had issued a writ of
execution garnishing his wages for the remainder.

Our findings suggest that such examples are not rare. For the most abusive lenders in our
study,’ the typical borrowers ended up paying a sum more than five or six times.the
original loan amount.

A B, 184 takes important steps 1o reign in these abusive debt collection practices.
Specifically, it:

T

» Clearly states what fees and rate of interest can be charged on delinquent

accounts;

» _Explicitly prohibits the use of NRS 41.620 by deferred-deposit and payday
lenders; :

o Prohibits lenders from making multiple loans to one customer at a single time;
and : . ‘

o Prohibits lenders from requiring borrowers o write multiple checks for a single
loan.

The issue of rollovers

The second issue we're concerned with is rollovers. The term “rollover” refers to paying
just the interest or finance charge on a short-term loan to extend it for another term—
usually 2 weeks. Some customers pay o rollover their loans many times but never
reduce the loan principal.

Consumer advocates argue that payday loans are structured to encourage such cycles of
repeat borrowing. Payday lenders, on the other hand, insist that only a very small
percentage of customers get stuck on the debt ireadmill.

Although we lack data specific to Nevada on borrowing frequency, we reviewed a

! Rapid Cash, Easy Cash and Cool Cash

% Cool Cash

3 The typical Budget Loans customer ended up paying 6,60 limes the original loan mount; the typical Cool
Cash customer ended up paying 5.28 times the original joan amount.
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number of studies conducted by regulators in other states, State regulators in Iilinois,
Indiana and Wisconsin found that the typical customer took out between 10 and 12
payday loans a year. The North Carolina Commissioner of Banks and the Washmgton
State Financial Institutions Division found that a significant minority of customers in
each state took out more than 20 loans in a single year: over 7 percent (32 718 customers)
did so in North Carolina and over & percent (16,034 customers) did so in Washington.

A study based on data collected by the North Carolina Commissioner of Banks found that
payday lenders have a strong economic incentive to encourage recurrent borrowing. A
smaller number of repeat customers generated far more revenue for payday lenders than a
Jarger number of occasional borrowers.*

These studies show that recurrent borrowing is a problem that warrants the attention of
policymakers. AB 384 would help address this problem by:

Prohibiting rollovers and requiring a repayment plan upon default;
Prohibiting loans greater than % of a borrower’s expected monthly gross income;
Prohibiting lenders from making loans to customers with loans already
outstanding;

= Prohibiting back-to-back transactions;
Requiring lenders to accept partial payments in any amount at no charge; and

» Requiring lenders o provide customers with copies of the loan agreement and the
repayment schedule.

The issues of rollovers, late charges, and treble damages are highly contentious ones.
The lenders will argue that prohibiting rollovers and limiting late charges and damages
will remove the econom:c incentive for borrowers to repay on time. They’re really trying
to protect their own economic incentive to encourage cycles of repeat borrowing and
charge abusive late fees.

It is possible to preserve the borrower’s incentive to repay while putting a stop to serial
tollovers and abusive late fees. AB 384 does just that.

Our study documented abusive practices in the Nevada payday loan industry. Increasing
consumer protections is prudent public policy. If comprehensive consumer protections
are not adopted in Nevada, the abuses documented in our study will only continue,

* The 38 percent of all customers who took out between | and 3 loans in a year generated 12 percent of
total industry revenues, or $15 million. The 18 percent of customers who took out 12 or more loans in a
single year generaied 40 percent of total industry revenues, or $49 million. From Skillern, Peter “Small
Loans, Big Bucks; An Analysis of the Payday Lending Industry in North Carolina.” Community
Reinvestment Association of North Carolina, available at: hitp:/www.cra-
nc.org/small%20loans%20big%20bucks. pdf .
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'MINUTES OF THE MEETING
' OF THE
ASSEMBLY COMMITTEE ON COMMERCE AND LABOR

Seventy-Third Session
April 13, 2005

The Committee on Commerce and Labor was calied to order at 12:26 p.m., on
Wednesday, Aprit 13, 2005. Chairwoman Barbara Buckley presided in Room
4100 of the Legislative Building, Carson City, Nevada, and, via simultaneous
videoconference, in Room 4401 of the Grant Sawyer State Office Building,
Las Vegas, Nevada. Exhibit A is the Agenda. All exhibits are available and on
file at the Research Library. of the Legislative Counsel Bureau.

COMMITTEE MEMBERS PRESENT:

Ms. Barbara Buckley, Chairwoman
Mr. John Oceguera, Vice Chairman
Ms. Francis Alien

Mr. Bernie Anderson

Mr. Morse Arberry Jr.

Mr. Marcus Conklin

Mrs. Heidi S. Gansert

Ms. Chris Giunchigliani ,
Mr. Lynn Hettrick

Ms. Kathy McClain

Mr. David Parks

Mr. Richard Perkins

Mr. Bob Seale

Mr. Rod Sherer

COMMITTEE MEMBERS ABSENT:

None

GUEST LEGISLATORS PRESENT:

Assemblywoman Sheila Leslie, Assembly District No. 27,

Washoe County
Assemblyman John Marvel, Assembly District No. 32, Humboldt
County, Lander County, and Washoe County
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Assembly Committee on Commerce and Labor
April 13, 2005
Page 14

Assemblywoman Giunchigliani:

| like the idea. It has become the new trend and | think there need to be some
protections out there. | did not get the letter. 1 wouldn’t mind doing an amend
and do pass. If we have to have a subseguent change or correction, at least this
moves it further.

Chairwoman Buckley:
We could get copies of the emails and letters to Assemblywoman Weber now
and copy them for every Committee member, then take it up later. We don't
have to rush it. We should allow people to look at it all, and make sure the
sponsor has it as well.

Assemblyman Hettrick:

My wife had the permanent cosmetics done. | think it is a good thing to do
something, because what they made her sign off on was worse than a surgical
procedure, as far as the risk. | think we ought to have people who are qualified
doing it. | think it is reasonable to proceed with something here. | would be in
support of that.

Chairwoman Buckley:
Let's do that. Let's get the copies to everybody and then we will bring it back.

We will take A.B. 384 next.

i Makes various changes relating to certain short-term, high-
interest loans. {(BDR 52-806)

Diane Thornton, Committee Policy Analyst:

[Submitted Exhibit K.] A.B. 384 was sponsored by Assemblywoman Buckley
and was heard on April 6, 2005. This bill establishes uniform standards and
procedures for the licensing and regulation of check-cashing services, deferred
deposit services, payday loan services, and title loan services. The bill provides
consumer protections including regulating customer repayment and default of
these loans and requiring that the loan establishments comply with the federal
Fair Debt Collection Practices Act [15 U.S.C. 1692]. The measure aiso provides
remedies and administrative penalties. Behind Tab F is a mock-up of the
amendment (Exhibit L) proposed by Assemblywoman Buckley.
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Assembly Committee on Commerce and Labor
April 13, 2005
Page 15

Chairwoman Buckley:

| am continuing to work with consumer advocates and the industry. We are
taking great care, If the Committee is willing to do an amend and do pass, | will
bring the final amendment back to the Committee to aliow us to continue to do
some technical tweaking and further tightening of the language.

Assemblyman Anderson:

| see the need for legislation in this area.

ASSEMBLYMAN ANDERSON MOVED TO AMEND AND DO PASS
ASSEMBLY BILL 384.

ASSEMBLYMAN CONKLIN SECONDED THE MOTION.

Assemblyman Seale:
Weren’t there several bills in this same vein?

Chairwoman Buckley: _

Yes, the other one was A.B. 340, sponsored by Assemblywoman Giunchigliani.
She indicated that she is still amending it and it wasn't ready for work session
yet. 1t does not conflict. None of the provisions are in the same statute
numbers, even though it does deal with the same subject.

Assemblyman Hettrick:

1 will vote for this on the basis of what we have done. | have to indicate that |
do have a concern. In Section 14, line 11, | know the fees always seem
exorbitant, but 40 percent, calculated on an annual basis, will be so de minimis
as to eliminate the industry entirely. | am concerned that number may be too
low. | think the general direction of the bill is good.

Chairwoman Buckley:

Section 14 defines short-term loans as being subject to this chapter. Short-term
loan is defined as anyone who charges more than a 40 percent APR [annual
percentage ratel. The bill still allows them under this chapter to charge a higher
interest rate. That is not the cap section. The way it was structured, everything
had to be redefined.

Assemblywoman Gansert:
| didn’t see a cap section. Is there a cap section?

ROA 01ty

APP 014826



Assembly Committee on Commerce and Labor
April 13, 20056
Page 16

Chairwoman Buckley:
Yes, the cap section is on page 15, Section 32.7. It states that a licensee may
coltect onlty the following amounts:

1. The principal amount of the loan.

2. The interest rate as disclosed on the federal truth and lending statement.
3. After the date of default, as defined by the bill, prime plus 10.

4. An insufficient fund fee.

In paragraph 2, it says that you may not charge the customer any other fees or '
cost. We are still working on that language because we want to make it crystal
clear since the industry is very clever. The limitation upon default of prime plus
10 is in current law, NRS [Nevada Revised Statutes] 604. What we are really
trying to tighten up here is, you get your contract amount, you get your interest
rate in the contract up to default, upon default you get prime plus 10 for a
period not to exceed 3 months, you get the bad check fee, and that is it.
Collection charges of $2,000 for a $200 loan would be eliminated. That would
be the heart of the bill. We will make that very clear for legislative history in
case this is challenged. That is the intent.

THE MOTION CARRIED. {Assemblyman Arberry and Assemblyman
Parks were not present for the vote.)

"Assembly Bill 437: Revises provisions governing manufactured home parks.
{EDR 10-1027)

Diane Thornton, Committee Policy Analyst:

[Submitted Exhibit M.] A.B. 437 was sponsored by the Committee on
Commerce and Labor, and was heard April 1, 2005. This bill revises several
provisions regarding manufactured home parks. The landlord of a manufactured
home park is required to post a copy of the utility bill for the park if the utility
bill is for multiple tenants. The bill revises which representative must meet with
the tenants upon receiving a request to hear any complaints or suggestions. The
bill also revises the provisions governing the closure of a manufactured home
park and revises the provisions regarding the limited dealer’s license.

Behind Tab G is an amendment (Exhibit N) proposed by Joe Guild from the
Manufactured Home Community Owners. This amendment has four sections to
it. The first two sections deal with who should meet with the tenants. In
Section 3, sub 3, page 3, “managing” is deleted; “with working knowledge of

APP 014827

ROA OMN4 8®)- 00129




DISCLAIMER

Electronic versions of the exhibits in these minutes
may not be complete.

This information is supplied as an informational
service only and should not be relied upon as an
official record.

Original exhibits are on file at the Legislative Counsel
Bureau Research Library in Carson City.

Contact the Library at (775) 684-6827 or
library@lcb.state.nv.us.
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The following measure may be considered for action by the Assembly Committee on
Commerce and Labor during today’s work session:

J ASSEMBLY BILL 384

Makes various changes relating to certain short-term, high-interest
loans. (BDR 52-806)

Sponsored By:  Assemblywoman Buckley

Date Heard:  April 6, 2005

Discussion

This bill establishes uniform standards and procedures for the licensing and regulation
of check-cashing services, deferred deposit services, payday loan services and title loan
services. The bill provides consumer protections including regulating customer
repayment and default of these loans and requiring that the loan establishments comply
with the federal Fair Debt Collection Practices Act. The measure also provides
remedies and administrative penalties.

Proposed Conceptual Amendment(s)

Behind Tab F is a mock up of the amendment proposed by Assemblywoman Buckley.
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MOCK-UP

PROPOSED AMENDMENT TO
ASSEMBLY BILL NO. 384

PREPARED FOR THE ASSEMBLY COMMITTEE ON COMMERCE AND LABOR
ApRIL 11, 2005

PREPARED BY THE LEGAL DIVISION

NOTE: THIS DOCUMENT SHOWS PROPOSED AMENDMENTS IN
CONCEPTUAL FORM. THE LANGUAGE AND ITS PLACEMENT IN THE
OFFICIAL AMENDMENT MAY DIFFER.

EXPLANATION: Matter in (1) blue bold italics is new language in the original
pill: (2) green bold il anderining is new language proposed in lhis
amendment; (3) red-strikethrough is deleted language in the original bill; (4) gween
Betc-double-striletheaush is language proposed o be deleted in this amendment
and (5) green bold dashed underlining is deleted language in the original bill

b LB R S N N A e S me am T

THE PECPLE OF THE STATE OF NEVADA, REPRESENTED IN
SENATE AND ASSEMBLY, DO ENACT AS FOLLOWS:

Section 1. Title 52 of NRS is hereby amended by adding thereto a
new chapter to consist of the provisions set forth as sections 2 to 86,
inclusive, of this act.

Sec. 2. As used in this chapter, aniless the context otherwise
requires, the words and ferms defined in sections 3 to 17, inclusive, of
this act have the meanings ascribed to them in those sections.

Sec. 3. “Cushing” means providing currency or 4 negotiable
instrument in exchange for a check.

Sec. 4. 1. “Check” means:

(a) A draft, other than @ documentary draft, payable on demand and
drawn on a bank; or

(b) A cashier’s check or teller’s check.

2. An instrument may be a check even though it is described on its
face by another term, such as “money order.”

Sec. 5. “Check-cashing service” means eny licensee engaged in the
business of cashing checks for a Jee, service charge or other
consideration.
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Sec. 6. “Commissioner” means the Commissioner of Financial
Institutions,

Sec, 7. “Customer” means any persen who receives or attemplts to
receive check-cashing services, deferred deposit loan services, payeay
shori-term loan services or title loan services from a licensee.

Sec. 8. “Default” means the failure of a customer to pay a loan in
comphense—with full when required by the terms in of a lawful loan

agreements , or aay exiension thereof. The date of a default musi be

determined i1 the manner sei forih ( section 17.3 of this act.

Sec. 9. “Deferred deposit loan” means a transaction in which,
pursuant o a written agreement:

1. A customer tenders fo a licensee:

(a) A personal check drawn upon the account of the customer; or

(b) Written authorization for an electronic transfer of money for a
specified amount from the account of the customer; and

2. The licensee:

(@) Provides to the customer an amount of money that is equal to the
face value of the check or the amount specified in the written
authorization for an electronic transfer of money, less any fee charged
Sor the transaction; and

(b) Agrees, for a specified period, not to cash the check or execute

the electronic transfer of money for the amount specified in the written
authorization.

Sec. 10. “Deferred deposit loan service” means any licensee
engaged in the business of making deferred deposit loans for a fee,
service charge or other consideration.

Sec. 11. “Electronic transfer of money” means any transfer of
money, other than a transaction initiated by a check or other similar
instrument, that is initiated through an electronic terminal, telephone,
computer or magnetic tape for the purpose of ordering, instructing or
authorizing a financial institution to debit or credit an account.

Sec, 115, 1. “Extension’ means any extension or rpllover af a
loan bevond the date on wihich the [oan is regquired to _be paid in_full
wnder the grigingl terms of the lpan agreement, regardless pf the name
given 1o the exteasion or roliover,

2. The ferm does pof include g grace period,

Sec. 1L.7. ‘“Grace period” means any period of deferment offered
gratutionsly by a ficensee to a customer if the licensee complies with the
provisions of section 17.3 of this act,

Sec. 12, “Licensee” means any person who has been issued one or
more licenses to operate a check-cashmg service, deferred deposit loan

--SErViee; p&eéé# short-term-loan- serv:ee -or-title-loan-service-pursnail-1o

the provisions of this chapter.
Sec. 13. “Loan” means any deferred deposrt loan, pavday short-
term loan or title loan_,_or any extension thereof, made by a licensee at &

*PROPOSED AMENDMENT TO AB384*
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aifspi-alesirende-spennse iy 10Ciosn OF ihroush any method, including,

without limitation. o _a kiosk, shrongh the Internel, Hroneh  any

teleplione, facsimile maching af other telecompuiiication device or

through any other maching, nenwork, system, device or means.

Sec. 14, 1. “Papdas Shoit-iaim loan” besthemeauisgayprpedtd
ity the-bommisiore R pEHEni=o eetion-i-nithiaet peans g logn
made 1o a_customer pursyoni 1o d toan asveemeni which, wnder {8
sriginagd ferms: . ‘

() Charges fees or o rate of interest, oF any_combingtion theieof,
That when caleulated as_an anpualized perceniage rate is more fhas 40
percent; and _

h) Regyires the lean o be paid in fufl in less than { yeqr,

2. The ierm does nof iaclude: '

(1) & deferred deposi loan: or

() A title loan.

Sec. 15, “Bupday Shori-1eiig loan service” means any licensee
engaged in the business of providing payday shorl-ferit loans for a fee,
service charge or other consideration. B

Sec. 16, “Title loan” means a loan made to a customer who secures
the loan with the title to a motor vehicle. '

Sec. 17. “Title loan service” means any licensee engaged in the
business of providing title loans for a fee, service charge or other
consideration. :

Sec. 17.3. For the purpeses of this chapter, a defeull cun g loan
OULUES

T 0n the day immedintely following the date on which the leag i3
Fenuired fo be paid in {1l _under The original terms ol e foan
gaergemeni; or : -

37T there s a lawful extensivn of the loan agreement, on the da
{mmediazeiv ollowiie the date pr wiich ihe Toan 15 required to be pai

from offering g _cuastopier 4 _grace period on the repaymeid of 8 1043,
cvcent that the licensee shall nol eharge the customers

1. Any feex for graniing Sueh a erace peripa; oF

" Any foes or interest on the ontstandine lean during such 4 grace

Sec. 18. 1. The provisions of this chapter must be interpreted so
as to effectuate their general purpose to provide for, to the extent
practicable, uniform regulation of the loans and transactions that are
subject to the provisions of this chapter.

2. If there is a conflict between the provisions of this chapter and

the provisions of any other general law regulafing loans and similar
transactions, the provisions of this chapter control.

*pROPOSED AMENDMENT TO AB384*
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Sec. 19. This chapter or any part thereof may be modified,
amended or repealed so as to effect a cancellation or alteration of any
license or right of a licensee under this chapter, provided that such
carncellation or alteration shall not impair or affect the obligation of any
preexisting lawful loan agreement between any licensece and any
customer.

Sec. 20. The provisions of this chapter do not apply to:

1. A person doing business pursuant to the authority of any law of
this State or of the United States relating to banks, savings banks, trust
companies, savings and loan associations, credit unions, development
corporations, mortgage brokers, mortgage bankers, thrift companies or.
insgrance companies.

32. A person who is primarily engaged in the retail sale of goods or
services who:

(a) As an incident to or independently of a retail sale or service, from
time to time cashes checks for a fee or other consideration of not more
than $2; and ‘

(b) Does not hotd himself out as a check-cashing service.

43. A persen while performing any act authorized by a license
issued pursuant to chapter 671 of NRS,

£4, A person who holds a nonrestricted gaming license issued
pursuant to chapter 463 of NRS while performing any act in the course
of that licensed operation. :

&5. A person whe is exclusively engaged in a check-cashing service
relating to out-of-state checks.

#6. A corporation organized pursuant to the laws of this State that
has been continuously and exclusively engaged in a check-cashing
service in this State since July 1, 1973,

87, A pawnbroker, unless the pawnbroker operates a check-cashing
service, deferred deposit loan service, paxddax short-terin loan service or
title loan service.

93, A real estate investment trust, as defined in 26 U.S.C. § 856.

489, An employee benefit plan, as defined in 29 U.5.C. § 1002(3), if
the loan is made directly from money in the plan by the plan’s trustee..

2410, An attorney at law rendering services in the performance of
his duties as an attorney at law if the loan is secured by real property.

#211. A real estate broker rendering services in the performance of
his dufies as a real estate broker if the loan is secured by real property.

4212, Any firm or corporation: :

{a) Whose principal purpose or activity is lending money on real
property which is secured by a mortgage;
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(b) Approved by the Federal National Mortgage Association as a
seller or servicer; and

(c) Approved by the Departinent of Housing and Urban Development
and the Department of Veterans Affairs. :

#£13. A person who provides money for investment in loans secured
by a lien on real property, on his own account.

#44. A seller of real property who offers credit secured by a
mortgage of the property sold.

Sec. 21. 1. The Commissioner shall adopt by regulation a
definition of the term:
wectabtotor “motor vehicle” as that term is used in the definition of

“title loan” for this chapter.

bt B dapedonnctadnetidingwith ssit-dimpitationrrepulitiany—hat
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2. The Commissioner may establish 83 reguintion the fees thal g
licensee who pravides check-cashing seryices may impose for cashing
checks.

3. The Commissioner shall adopt any other regulations as are
necessary to carry out the provisions of this chapter.

Sec. 21.5. i A person shall not gperuie 4 check-cashing service,
deferred deposit logn_service, shorl-ferm Toan service or fitle foan service
aniess the perspn is licensed with the Comntissinaer pursgnni o e

P P o o -
srovisions of this chypter,
SN

3 A person must aave a license regardiess of the focation ar methed
That fhe person ises 1o _operaie such 4 service, including, withal
Iimiiation, af g kigsk, (hrough the {uternel thirough auy telephone,
facsimile machine ar_other telecorununicaiion_devics of through any

other mochine, nelwork, system, device O heans.

Sec. 22. 1. Except as otherwise provided in section 23 of this act,
each application for a license pursuant 1o the provisions of this chapter
must be accompanied by a surety bond payable to the State of Nevada in
the amount of $50,000 for the use and benefit of any customer receiving
the services of the licensee.

2. The bond must be in a form satisfactory to the Commissioner,
issued by a bonding company authorized to do business in this State and
must secure the faithful performance of the obligations of the licensee
respecting the provision of the services.

3. A licensee shall, within 10 days after the commencement of any
action or notice of entry of any judgment against him by any creditor or
claimant arising out of business regulated by this chapter give nofice
thereof to the Commissioner by certified mail with details sufficient to
identify the action or judgment. The surely shall, within 10 days after it
pays any claim or judgment to a ereditor or claimant, give notice thereof
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to the Comunissioner by certified mail with details sufficient to identify
the creditor or claimant and the claim or judgment so paid,

4. Whenever the principal sum of the bond is reduced by recoveries
or payments thereon, the licensee shall furnish: .

(a) A new or additional bond so that the total or aggregate principal
sum of the bonds equals the sum reguired pursnant to subsection 1; or

(h) An endorsement, duly executed by the surety, reinstating the bond
to the required principal sum.

5. The Lighility of the surety on the bond to a creditor or claimant is
not aqffected by any misrepresentation, breach of warranty, failure to pay
a premium or other act or ontission of the licensee, or by any insolvency
or bankruptcy of the licensee.

6. The liability of the surety continues as to all transactions entered
into in good faith by the creditors and claimants with the agents of the
ficensee within 30 days after:

(@) The death of the licensee or the dissolution or liquidation of his
business; or

(b) The termination of the bond,
= whichever event occurs first.

7. A licensee or his surety shall not cancel or alter a bond except
after notice to the Commissioner by certified mnail. The cancellation or
alteration is nof effective until {/] days after
receipt of the notice by the Comumissioner. A cancellation or alteration
does not affect any liability incurred or accrued on the bond before the
expiration of the 30-day period designated in subsection 6.

Sec. 23, [. In lieu of any surety bond, or any portion of the
principal sum thereof as required pursuant to the provisions of this
chapter, a licensee may deposit with the State Treasurer or with any
bank, credit union or trust company authorized to do business in this
State as the licensee may select, with the approval of the Commissioner;

(a} Interest-bearing stocks;

(b) Bills, bonds, notes, debentures or other obligations of the United
States or any agency or instrumentality thereof, or guaranteed by the
United States; or

(c) Any obligation of this State or any city, county, town, township,
school district or other instrumentality of this State or guaranteed by this
State,

w in an aggregate amount of, based npon principal amount or market
value, whichever is lower, of not less than the amount of the required
surety bond or portion thereof.

2. The securities must be held to secure the same obligation as
would the surety bond, but the depositor may receive any interest or
dividends and, with the approval of the Commissioner, substitute other
suitable securities for those deposited.
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Sec. 24. 1. Except as otherwise provided in subsection 3, an
officer or employee of the Division of Financial Institutions of the
Department of Business and Industry shall not: '

(a) Be directly or indirectly inferested in or act on behalf of any
licensee;

(b) Receive, directly or indirectly, any payment from any licensee;

(c) Be indebted to any licensee;

(d) Engage in the negotiation of loans for others with any licensee;
or

(¢) Obtain credit or services from a licensee conditioned upon a
Sfraudulent practice or undue or unfair preference over other customers.

2. An employee of the Division of Financial Institutions in the
unclassified service of the State shail not obtain new extensions of credit
from a licensee while in office. ‘ .

3. Any officer or employee of the Divisicn of Financial Institutions
may be indebted to a licensee on the same terins as are availuble to the
public generally.

4. "If an officer or employee of the Division of Financial Institutions
has a service, a preferred consideration, an interest or ¢ relationship
prohibited by this section at the time of his appointment or employment,
or obtains it during his employment, he shall terminate it within 120 days
after the date of his appointient or employment or the discovery of the
prohibited act.

Sec. 25. 1. A application for a license pursuani to Hie provisions
of this chapter must be made in writing, under oath and on a forin
prescribed by the Commissioner. The application must include;

(a) If the applicant is a natural person, the name and address of the
applicant.

(b) If the applicant is a business entily, the name and address of
each:

(1) Partner;
(2) Officer;
(3) Director;
(4) Manager or member who acis in a managerial capacity; and
(5) Registered agent,
= of the business entity.

(c) Such other information, as the Commissioner determines
necessary, concerning the financial responsibility, background,
experience and activities of the applicant and its:

{1) Partners; .

(2) Officers;

(3} Directors; and

(4) Managers or meinbers who act in a managerial capacity.

(d) The address of each location at which the applicant proposes to
do businesss . includine, withoy{ limitation, each location where the
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applicant _will operate af g &fosk, through the Interpes Hhrough any
telephone, facsimile machine or other feleconunumication_device of
thiough any pther machine, neiwork, system, device oF meqns.

(e) If the applicant is or intends to be licensed to provide more than
one type of service pursuant to the provisions of this chapter, a statement
of that intent and which services he provides or intends to provide.

2. Each application for a license must be accomparnied by:

(a) A nonrefundable application fee;

(b) Such additional expenses incurred in the process of investigation
as the Commnissioner deems necessary; and

(c) A fee of not less than $100 or more than $500, prorated on the
basis of the licensing year.

w All money received by the Commissioner pursnant o this subsection
must be placed in the Investipative Account for Financial Institutions
created by NRS 232,545,

3. The Commissioner shall adopt regulations establishing the
amouitt of the fees required pursuant to this section.

Sec. 26. i.__A person may apply for a license for an office or other
Place of business located outside this State from which the applicant will
conduct business in this State if the applicant or a subsidiary or affiliate
of the applicant has a license issued pursuant to this chapter for an
office or other place of business located in this State and if the applicant
submits with the application for a license a statement signed by the
applicant which states that the applicant agrees to:

+=f{a) Make available at a locafion within this State the books,
accounts, papers, records and files of the office or place of business
located outside this State to the Commissioner or a representative of the
Commissioner; or

2e=(h) Pay the reasonable expenses for travel, meals and lodging of
the Commissioner or a representative of the Commissioner incurred
during any investigaiion or exantination made at the office or place of
business located outside this State.

& The person must be allowed to choose between the provzs:ons of
subveetion & o2 paragraphis (g} or (6} in complying with the provisions
of this seeston, subsection.

2. This section applies, without Limitgtion, fo_any office or other
place of husiness located owiside this State from which the applicand will
conduct business in this State of g kiosk, throagh the Internet, througl
ay telephone, facsimile machine or other teleconununication device or
through any pther machine, network, system, device or Feans,

Sec. 27. 1. Upon the filing of the application and the payment of
the fees required pursuant to section 25 of this act,
the Commissioner shall investigate the facts concerning the application
and the requirements provided for in section 29 of this act.
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2. The Commissioner may hold a hearing on the application at &
time rot less than 30 days after the date the application was filed or more
than 60 days after that date. The hearing must be held in the Office of

the Commissioner or such other place as he viay designate: Notice-in -

writing of the hearing must be sent 1o the applicant and to any licensee to
which a notice of the application has been given and to such other
persons as the Commissioner may see fit, at least 10 days before the date
set for the hearing.

3. The Commissioner shall make his order granting or denying the
application within 10 days after the date of the closing of the hearing,
unless the period is extended by written agreement between the applicant
and the Commissioner.

Sec. 28. If the Commissioner finds that any applicant does not
possess the requirements specified in this chapter, he shall:

1. Enter an order denying the application and notify the applicant
of the denial.

2. Within 10 days after the entry of such an order, file his findings
and a summary of the evidence supporting those findings and deliver a
copy thereof to the applicant. .

Sec. 29. 1. The Commissioner shall enter an order granting an
application if he finds that the financial responsibility, experience,
character and general fitness of the applicant are such as 1o command
the confidence of the public and to warrant belief that the business will
be operated lawfuily, honesily, fairly and efficiently.

" 2. If the Commissioner granls an application, the Commissioner
shall:

(a) File his findings of fact together with the transcript of any
hearing held pursuant to the provisions of this chapter; and

(b) Issue to the licensee a license in such form and size as is
prescribed by the Commissioner for each location at which the licensee
proposes to do business.

3. Each licensee shall prominently display his license at the loc

ation

R LI Y

where he does business. # i : 4 5
-a_.k,_: R Pl L =7 ol R = issué
additional licenses to the % : SlaaGHRREpeT

eomplisrogvith-allie previsions-ofthis-chafite-gorers = AT
sf-asingle=ficense, JOL cach branch locagion gf which the licensee is
puthorized (v _operate_under the ficense, ineluding, without lintitalion,
wach branch location where the livense¢ is auphorized io operate di 4
ELigsk, through the Inferniel, through gy sinrile machine or
other telecommunicalion doviee of through any other machine, aeiwork,
sysren, devigs or meais, Nothing in this subsection requires a license for
any place of business devoted (o accounting, recordkeeping or
administrative purposes only.
4. Each license shail:
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(a) State the address at which the business is to be conducted; and
(b) State fully:
(1) The name and address of the licensee;
(2) If the licensee is a copartnership or association, the names of
its members; and
(3) If the licensee is a corporation, the date and p!ace of its
incorporation.

5. A license is not transferable or assignable.

Sec. 30. I. A license issued pursuant to the provisions of this
chapter expires annually on the anniversary of the issuance of the
license. A licensee must renew his license on or before the date on which
the license expires by paying:

{a) A renewal fee; and

(b) An additional fee for each branch location at which. the licensee
is authorized to operate under the license.

2. A licensee who fails to renew his license within the time reguired
by this section is not licensed pursuant to the provisions of this chapter.

3. The Comniissioner may reinstate an expired license upon receipt
of the renewal fee and a fee for reinstatement.

4. The Commissioner shall adopt regulations establishing the
amount of the fees required pursuant to this section.

Sec. 31. 1. A licensee shall immediately notify the Comniissioner
of any change of control of the licensee.

2. A person who acquires stock, partnership or member interests
resulting in a change of control of the licensece shall apply to the
Commissioner for approval of the transfer. The application must contain
information which shows that the requirements for obtaining a license
pursuant to the provisions of this chapter will be satisfied after the
change of control. If the Cowmissioner determines that those
requirements will not be satisfied, he may deny the application and
Sforbid the applicant from participating in the business of the licensee.

3. As used in this section, “change of control” means:

(a} A transfer of voting stock, partrership or member interesis which
results in giving a person, directly or indirectly, the power to direct the
managentent and policy of a licensee; or

(b) A transfer of at least 25 percent of the outstanding voting stock,
partnersiip or member interests of the licensee.

Sec. 32. A licensee shall not:

1. Use or threaten to use the eriminal process in this State or any
other state, or any civil process not available to creditors generally, to
collect on a loan made to a customer.

2. Make a loan that exceeds 25 percent of the expected gross
monthly income of the customer during the term of the loan unless
Justified by particular circumstances. A licensee is not in violation of the
provisions of this subsection if the castomer presents evidence of his

*PROPOSED AMENDMENT TO AB384*

APP 014839

ROA OMX18%- 00141




V-1 - W P R R T S

— 11—

. gross monthly income to the licensee and represents to the licensee in

writing that the loan does not exceed 25 percent of the expected gross
monthly income of the customer during the term of the loan.
3. Afake mere than one loas o fhe same chistonier al ong fime of

beofore any onistanding balance is paid Tull on a5 existing loar wpess:

{a) 1he customer i3 seeking mrliple lonps that do poi exceed e
limit set forth in subsection 2;

(b} The licensee charges the same ralg of interest for any gdditiona!
Toar as fie clareed for the initial loan; gnd

(5 The Livensee does not charge 4 fee for any additional foai.

4, Take any note or promise to pay which does not disclose the date
and amount of the loan, a schedule or description of the payments 10 be
made thereon and the rate or aggregate amourl of the interest, charges
and fees negotiated and agreed to by the licensee and customer.
Complignee with the federal Truth in Lendine Act, 15 DLA.C, §8 1601 ¢!
seq.. constitutes compligice with this supsection.

45, Take any instrument, in cluding a check or written aunthorization
for the electronic fransfer of money _in which blanks are left to be filled
in after the loan is made.

56, Make any transaction contingent on the purchase of insurance
or any other goods or services of sell auy insurance to the cusiomer with

- the foan.

&7. Accept;

(a1 Collaieral as securiiy for @ lpan ##s
That a litle to 4 moter vehicle may fie avcented gx security for a title loai,

D) An assignment of wages, salary, commissions or other
compensation for services, whether earned or to be earned, a5 _secirity
for a foan. ersccepta

{c] /A check as security for a peday shuri-termn lpan or title loan.

(d} More than one check of written autherization for the electronic
transfer of money for each deferred deposit loan.

(¢) A check or writien enihoriation for the electronic fransfer of
money for any deterred deposit lpon in an nmouni which exceeds the
wmonn of total payments set forth in the disclosure statement required
by the federal Truth in Lending Act, 13 V.50 8& 160] ef seq, ol &5
provided to the customer,

28, Include in any written agreement:

(a) A promise by the customer to hold the licensee harmless;

(b) A confession of judgment by the customer;

(c) An assignment or order for payment of wages or other
compensation due the custoner; or

(d) A waiver of any claim or defense arising out of the loan
agreement or a waiver of any provision of this chapter.

85, Fail to comply with a payment plan which is negotiated and
agreed to by the licensee and customer.

s d i s flantne

FhagrLe T e

gxoent
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16, Charve oy fee o cash g chieck which represents the proceeds of
o loan.

811, Commence a civil action before a-cnstsmcr-defanitiomdris
feas=purenani-to-the-paymrent the cxpirgiion of the orivinal ferm of g
{oan gereemnent or before the expiratipn of any repaymeni  plan,
extension or grace period negotiated and agreed to by the lcensee and
customer: , unfess otherwise authorized pursuoat fo this chapter.

4412, Take any confession of judgment or auny power of attorney
running to himself or to any third person to coufess judgment or to
appear for the custorzer in a judicial proceeding. '

4413, Use or attempt to use an affiliate or agent to avoid the
reguiretnents or prohibitions of this chapter.

#214, Engage in a deceptive trade practice, including, without
limitation, making a false representation,

4315, Advertise or permit to be advertised in any manner any false,
misleading or deceptive statement or representation with regard to the
rates, terms or conditions for loans.

Sec, 321, 1. A person shall nei ol os an gpgid {or or assist g
Hrensee [n the mokine of o foan unlegs the ficensee complies with all
applivable federal and stafe faws and regulations.

2. The previsions of this seciign do nei apply 1o the agent or
assistant o aq state or federaliv chartered bank, thrifi company. savings
and logn associafion or industrial loan company if the state or federally
charfered bank  thetfi compony, sevieps and fogn gssorigtion or
industrial loan company;

{a)_Initially advances the {oan proceeds 1o the cusiomer;

(3 ioes not sell. assien pr transfer a4 preponderant ecoppmic interest
in the loan fo the avent or assistant or an gffiliate or subsidiary of the
state or federally chartered bunk, thrifi company, savings and loan
association _or industrigl Joan company., unless selling, ussigning or
fransferring a prepanderani econgmric inferest is expressly permitted by
the primary_regulator of the state _or federally chartered bank. thrift
company, savings and lpan asseciation or industrial loan company; and

{3 Develops the product on its own,

3. If a ficensee acts gs ap_cgent for or assists o state or federafly
chartered bank, thrifi company, savings and loan associaiion of
industrial ingn company in the mokinge of a loan gnd the licepsee cgn
show thai the standards sel [orih in_subsection 2 are safisfied, the
feensee must comply with ail other provisions in s chapier to the
exten! they are not preempted by other stgte or federal law,

Sec, 32.2. 1. A customer may rescind a lpag on or before the close
of business on the next day of business at the location where the Joan
was inifiated. 10 rescind the lean, the cistomer musti deliver to the
licensee:

2
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(@) A swm of money eqnal lo the face vedne of the ioan, less ony feg
FTareed lo the customer 1o initiate the foan: or

(k) The original _check, if_any, whick the licenser gave fo_ihe
Tusiomer pursaant 1o tie lpan, Upon_receipl of the origingl check, the
Ticensee shall refund any fo¢ charged o the customes 10 inifigte the legn,

5 M a cusipmer resginds g foan purstani o this_section, the
ficensee:

(a1} Shall not charge tie customer aiy fee for rescinding the lean;
and

ihy Upon receipl of the sum of miougy of check pursuant 1o
subsection I, shall give to lhe customer 4 receipt showing the gceoil
peid i full and refurn to the customer:

(1) If the customer gave fo the licensee @ check or a written
ithorisation for an clectronie transfer of money 12 initigte o deferred
depesii loan, the check or written autharizalion stamped “void”s

72) if the customer gave to the licensee o y OSSOy
inifiate g short-term loan, the promissery #ole stemped Vroid’ or

(3] 1f the cusigmer gave 1o the licensee 4 1 titie to g mpter yehicle 1o
initiate the title oy, the fitle.

Sec. 323, 1. A custpmer mav _pdy o Ipan, oF any_extension

ol e

e

therenf. in full gi gay fise, without an nddidional charge or fee, before
the date bis fingl payment on the loan, or any extension thereef, is due.

3 If q castogier pays the loan in full, Trcluding pll inferest, charges
aid fees negofiated and noresd to by the ficensee and customer, the
ficensee shall:

{a} Return fo the customes:

(1) If the customer gove {0 the licensee g check oi & writleti
authorization for an electronic_transfer of money @ initiote o deferved
deposit loan, the check or the wriften anihorization stomped “void’;

(2} If the customer gave 10 the licensee q promissory pofe 1o
Tmifiate o shori-tepm loan, the promissory Roic stamped Fvoid?; o

71) If ihe customer gave to the licenses @ e in o motor yeliicle {6
imitiate a title lnan, the title; and

(b1 Give fo the customer g receipl with the following information

(1} The name and address of the licenses!

(3 The identificationnumber gssigned to the lpan ggreginent of
other information that identifies the {pasn;:

731 The dete of the paymeni

(41 The amount paid;

31 Asn ifemizgtion of interest, CRarges and fees,
61 A stutement gt the fogn Is paid in full; qd

(71 1 more than one foan tiade by the licgnseg i the customer.

wis oufstanding g the fime the poyment was made, 4 statemant
indicating to which {pan Hie paynient was aupiied.
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Sec. 32.4. 1. A pusiomer may make g parfial payvment on g logn,

or apy extension thereol, at any Hme withoui an additional charge or fee,

2. Il a customer makes such a partial payment,_the Licensge shall
oive to the custemer o recetnt with the following information:

{1} The name and address of the licensaez;

(B} The idenfification sumbsr gssigned lo the loan ggreemnent or
pther information that identifies the loaa; -

(¢} The date of the payment;

{d)_The aponat paid;

(2} An itemization of interest, charees and fees;

{f) The batancs die on the loan: aad ‘

(g) {i more than one loan made by the licensee to the cusiomer wae
outstarding af the Hme the payment was made, 4 stalemernd indicofing o
which foan the pavment was applied,

Sec, 32.5, 1. The fcensee and cusiomer may enfer inio o
repavmient plas if:

{a) 1ie ctistomer defoults on the original loan, or gny extension
fherepf: or

{f3 Befsre such a defaalt, the castomer indicales that fie iy ynable to
pay the grigingl loan in_full garsuant fo the terms_set foerth in the
original 0an agreement, or any exiension Ifs-’revi

2. _The licenzee shall provide written notice of the provisions of this
seckon lo the customer, .

3. if the ficensee and customier enter 1o g repayment plan pursugnt
£ thiy section, the licenses sa‘zali :

! Provide to the castomer ¢ document which confirms that the
custemer has entered into g repayment plan and which states the date
and terms of e repaymeni plan; “and

Ttk I the repavment plan is for a deferved deposii loan, refiyrn to ife
customer the check or written anthesization for an electronic rra:zsg‘er f
money thal the customer ized 1o initigte the deferred depoxit loan, with
e check or written quthorization stamped “yeid "

4. If the livensee and customer enfer inte . gepaymeni plan
pursuaqid to this section, the “licensee shall Bronor the ferms of the
repavment plan, and the licensee shali not:

(a) Estahlish pr extend the period for repayment beyond § weeks
afier the date of default on “the prigingl loan agreement;

5 Charpe the customer iy lterest on the oufstanding [ﬁan in
addition to the interest chareed pursuant 10 the original loan agresment;

{c) Charge the customer any foes oF costy fo enter info the repaymead
plan. regardiess of the name given to the fegs or costs, including, witftout
Hmitation, origingtion fees, sef-up fees. repay lan fees, collection
Jees. transaclion fees, neeotiglion fees, handling fees, processing fees

{ate fees, defaudl fees and postage cosis;
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(d} Accepl any security or collateral from the customer 10 ealer imlo

sstofter (o Sy IRy
the repavineni plan;
(¢) Sell to the customer ity insurance or require the cusiomer to

[

pUFCHASE JRSHIGRCE OF QY ofher spods gr serviges 1o enter info the.
repayimend plan;

F1 Make any_other logn 1o the custoingr, aunless the cusiomer iz
veeking maltiple loans that do nol exreed e mit sef forth in sphzection
7 of section 32 of this aci: or

(g} Commence a ¢ivil gotion againgt He cusiomer:

(1) Driag the terin of, The repavinetl plan; or

(27 If the customer sHops making puvments during the terp of the
repavinen plai, sooner than 31 davs_alier the datz on which the
rusfomer moade his last pavmeit pirsuant 1g the repaymeit plan.

T Fpch fime g cusiomer makes a peyineni purspant 1o g repayment

pian, the Hcensee shiall pive (o the cusiomier & rereint with the. following
information;

@) The same and addiress of the licenses:

(b The identification puiaber pssigned ip_the loan agrepinesl or
oiher information that identifies the loogn: :

e} The dute of the puyment; ‘

(dY The gmousnt paid:

(e} The balance due o8 the loan or, when the customer makes the
Final payment, o statement that the toan is beid i full; and

(f; 11 mpre thas oue fogn e by the Hoensee &p the casipmer was
ouistanding gt the time the paymesl WS made. a statement indicdting {0
which loan the payment wgs apglied -

Sec. 32.6. 1f 4 custonier ggrees 1o establish or.extend the peri
the repayment, renewgl, refinancing o consolidation of an outstanding
Toan by using the proceeds of g new loan to pay the balance of the
outstanding loan. the licenses hall nol establish or extend such d ertod
hevond 8 weeks after the date of default on the original lean.

Sec. 327, 1. Ifacustomer defuults o g Joar, or on (Y eXIEASION
thereof, whichever_is later, ifie Ticensee iy collect eniy the following
amonsls from the cusipmer; '

(a] The principad amoiid of the lean,

(B1 The interest acorued before the date of default on the griginal
Toaan of the rafe of interest sel orth in the disclosure stafement re gired
by the federal Frath in Lending Act, 15 LS4 o8 1601 el seq., tht is
rovided to the cusiomer. 4 there ic an exteaston of the foan the licensee
iy charge and colleet interesi narsaanl fo this paragraph for a period
ol fo exceed 8 weeks after the dafe ¢ default on the arigingl loan.

Te) The futerest arciued after Hae daty of default on the originad toai
or after_gny_gxension thel is wliowed pursuant_to_paragraph { b
whickever 18 later, af ¢ rate of intergst 101 To exceed bhe prime rate di the
Taroest baik in Nevada, as mscertained by the Commissioner, o Jannary
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{ or July I, a5 the cose may be, fmmediately preceding the date of
defauit, plus 10 perceni. The licenszee mav charge and callect interest
parsugnt to this paragraph for g period not to exceed 3 months, After
that period, the licensee shall not charge or colleel any inferest o e
foar,

{d) Any fees allowed pryspans fo section 32.8 of this act for a check
that fc #of paid upen presenfment becouxe the accousit of the custonier
coutaing insafficient funds or has beep closed,

2. FExcept for the interest and fees permitted pursuant to subsection
i, the Hecensee shall not charpe o customer in default any otler inferest,
fees or costs, repardiess of the name given to the inferest, fees or cosis,

fnclnding, witheat lmilation, origination {res, set-up f{ees, collection
fees, trausaciion fees, negetintion foes, handiing fees, processing fees,

fate fees, defoult fees and posinee cosis,

Sec. 32.8. 1. 4 licensee may collect a fee of ot more than $25 if o
check is pot paid ypon preseaiment because the gecopnt of the castomer
corbains ingufficient funds or has been closed.

2 I the gecount of the customer contpins insufficient funds, the
ficensee may collect ondy two fees of 325 eacl regardless of the namber
of times the check is presented for payment.

3. If the acconnt of ihe customer has been closed, the licensee may
collect only pag fee of 325 resardless of the aumber of fimes the check is
presenfed for paymert, )

Sec. 33. 1. A licensee shall not couduct the business of making

Srreserrrra

loans under any name o7 _at any place stlwrthen-thatstated or by any
method, including, without fimifation, ot g kiosk. through the Internet,
through any fefephone, facsimile mackine or other telpcommunication
device or thropgh any other machine nefwork, system. device or means,
except as permitied in the licenses_or branch license issued fo the
fizznsee, '

2. __Nothing in this section shall prevent the making of loans by mail
or prohibit accommodations to a customer when necessitated by hours of
employment, sickness or other emergency situations.

Sec. 34. 1. Except as otherwise provided in subsection 2, a
licensee may not conduct the business of making leans within any office,
suite, room or place of business in which any other business is solicited
or engaged in, except an insurance agency or nolary public, or in
association or conjunction with any other business, unless authority to
do so is given by the Commissioner,

2. A licensee may conduct the business of making loans in the same
office or place of business as: ‘

{a) A mortgage broker if:

(I} The licensee and the mortgage broker:
(1) Operate as separate legal entities;
{ID) Maintain separate accounts, books and records;
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(1) Are subsidiaries of the same parent corporation; and
(1V) Maintain separate licenses; and
(2) The inortgage broker is licensed by this State

pursuant to chapter 6458 of NRS -and does not receive money

to acquire or repay loans or maintain trust accounis as provided by NRS
645B.175.

(b) A morigage banker if:

(1) The licensee and the mortgege hanker:
= o o =t s e é#é‘#f‘
(1) Maintain separate accounts, books and records;
&H3(11) Are subsidlaries of the same parent corporation; and
() Maintain separate licenses; and
(2) The mortgage banker is licensed by this State pursuant fo
chapter 645E of NRS and, if the mortgage banker is also ficensed as a
mortgage broker pursuant o chapter 6458 of NRS, does not receive
money to ucquire or repay loans or maintain trust accounts as provided
by NRS 645B.175.

Sec. 35. 1. A licensee who wishes to change the address of an
effice or other place of business for which he has a license pursuant to
the provisions of this chapter must, al least 10 days before changing the
address, give written notice of the proposed change 1o the Commissioner.

2. Upon receipt of the proposed change of address pursuant o
subsection 1, the Commissioner shall provide written approval of the
change and the date of the approval,

3. If a licensee fails to provide Rotice as required pursuant 10
subsection 1, the Commissioner may impose a fine in an amount not 1o
exceed $500.

4, This_section_applies, without Limitation, io_any office or ofher
place of business at which the lcensge intends 1o operdle 4 kiopak,
thronok the Internet, through any telephone, Tacsimile macking oF piler

7

relecommunication deviee of hrouch _any. otier machine, neiwork,

Sysien, gevice oF Jeqns.

Sec, 36. 1. Each licensee shall keep and use in his business such
books and accounting records as are in accord with weund-and accepted
accounting practices.

2. Each licensee shall maintain a separaie record or ledger card for
the account of each customer and shall set forth separately the amoun!
of cash advance and the total amount of interest and charges, but such a
record may set forth precomputed declining balances based on the
scheduled payments, without a separation of principal and charges.

3. Each licensee shall preserve all such books and accounting
records for at least 2 years after making the final entry therein,

4. Each licensee who operates outside this State an office or other
place of business that is licensed pursuant to provisions of this chapter
shall:
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{(a) Make available at a location within this State the books, accounts,
papers, records and files of the office or place of business located outside
this State to the Commissioner or a representative of the Comimnissioner;
or

(b) Pay the reasonable expenses for travel, meals and lodging of the
Commissioner or a representative of the Commissioner incurred during
any investigation or examination made at the office or place of busitiess
located outside this State.

w The licensee must be allowed to choose between the provisions of
paragraph (a) or (b) in complying with this subsection.

5. As used in this section, “amount of cash advance” means the
amount of cash or its equivalent actually received by a customer or paid
out at his direction or in his behalf.

See. 37. 1. A licensee shall post tn a conspleuous place in every
location at which he conducts business under his license, a notice that
states the fees he charges for providing check-cashing services, deferred
deposit loan services, pavday shori-term loan services or fitle loan
services.

2. If a licensee offers loans o customers srosgh—the-duterist-op
ethep-eloatronicmeansbe of a kiosk, through ihe Internet, through any

telephone, facsimile _machine or_ gther iglgcommuuication devive or
throuoh any ofher machine, network, sysiem, device or wesns, $he
ficensee shall | as approprivte fo the location or methed for making the
ioasn. post in a conspicuous place where customers will see it before
eitering they enter_into a loans vr _discluse in an open and obvious
manner io custemers before they gnter inin ¢ loan, a netice that states;

(a) The types of loans the licensee offers and the fees he charges for
making each type of loan; and

(b) A list of the states where the licensee is licensed or authorized to

ifurdosns-threngh—tetnternet-or-otier—tlectroste-meant:_conduct
business from puiside this State with customers located in s State,

Sec. 38. 1. Before making any loan fo a customer, a licensee shall
provide to the customer a written loan agreement which is<iz iy be kept
by the cusiomer and whicl must be written in:

{a} English_-sndmeapbekept-by-the-enstomen | if the transaction s
conduycted in English; or

(b) Spanish, if the trausaction is conducted jn Spasnish,

dersie-af-the sevetreni-raguired-purswani-to-thiv-spetion. The
loan agreement must include, without limitation, the following
information:

(a) The name and address of the licensee and the customer;

(b) The date of the loan;

(¢} The nature of the security for the loan;

*PROPOSED AMENDMENT TO AB384*

APP 014847

ROA 0104 §®- 00149




-19—

(d) The amount of the loan obligation, including, without limitation,
an itemization of the interest, charges and fees the customer must pay if
the licenisee makes a loan to the customer; '

(e) The description or schedule of payments on the loan;

(H A disclosure of the right of the customer 1o rescind a loan
pursuant to the provisions of this chapter; :

(g) A disclosure of the right of the customer to pay his lean in full or
in part with no additional charge pursuant to the provisions of this
chapter;

(h) Disclosures required for a similar transaction by the federal
Truth in Lending Act, 15 U.S.C. §§ 1601 et seq.; and

(i) Disclosures required under any applicable state statute or
regulation.

Sec. 39, 1. If a customer defaulls on a loan, the licensee ghedl
iy collect the tean debt gved 1o the licensee only in a professional, fair
and lawful manner , awd ¥When collecting such ¢ debt, the ficensee muss
ezt _in accordance with mad musi qol piglte sections 803 1o 8id.
inclysive, of the federal Fair Debt Collection Proctices Act, 15 U.8.C §§
16BZ tpege 1692a tg 1892k, inclugive, even if the licensee i3 BOL
otherwise subject to e proyisiens of that Act,

3. Ifa dicensee inales g £ivil acton against & cusionmer fo coflect o
debi, the conrt may apard:

(g} Court costs; and -

7h) Reasopable attorney’s fees, In determiming the amoennt_of the
Thoraey s feds gnd whether ey are reasonable, the court shall consides
the complexity of the case, the amopunt of the debt_and whether i
Ticonsee could have nsed less costly means to goflect the debt. -

Sec. 40. Any loan lawfully made outside this State as permitted by
the laws of the state in which the loan was made may be collected or
otherwise enforced in this State in accordance with its terms.

Sec. 41. 1. If a customer is called to active duty in the military, a
licensee shall:

(a) Defer for the duration of the active duty all collection activity
against the customer; and

() Honor the terms of any repaymeint plan between the licensee and
customer, including, without limitation, any repayment plan negotiated
through military counselors or trird-party credit connselors.

2. When collecting any defaulted loan, a licensee shall not:

(a) Garnish any wages or salary paid to a customer for active service
in the military; or

(b) Contact the military chain of conumand of a customer in an effort
to collect the defaulted loan.

3. As used in this section, “military” means the Armed Forces of the
United States, a reserve component thereof or the National Guard.
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Sec. 43. 1. For the purpose of discovering violations aof this
chapter or of securing information lawfully required under this chapter,
the Commissioner or his diily authorized representatives may at any time
investigate the business and examine the books, accounts, papers and
records used therein of: ‘

(a) Any licensee;

(b) Any other person engaged in the business of making loans or
participating in such business as principal, agent, broker or otherwise;
and

{c) Any person who the Commissioner has reasonable cause to
believe is violating or is about to violate any provision of this chapter,
whether or not the person claims to be within the authority or beyond the
scope of this chapter.

2, For the purpose of examination, the Commissioner or his
auithorized representatives shall have and be given free access to the
offices and places of business, and the files, sufes and vaults of such
persons.

3. For the purposes of this section, any persen who advertises for,
solicits or holds himself out as willing to make any deferred deposit loan,
payday short-term _loan or title loan is presumed to be engaged in the
business of making loans.

Sec. 44. 1. The Comunissioner may reqmre the attendance of any
person and examine himm nnder oath regarding:
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(a) Any check-cashing service or loai service regulated pursuant to
the provisions of this chapter; or

(b) The subject matter of any audil, examination, investigation or

2. The Commissioner may require the production of books,
accounts, papers and records for any audit, examination, investigation or
hearing.

Sec. 45. Al leust once each year, the Commissioner or his
authorized representatives shall make an examination of the place of
business of each licensee and of the loans, transactions, books, accounts,
papers and records of the licensee so far as they pertain to the business
for which he is licensed pursuant fo tite provisions of this chapter.

Sec. 46. [. The Commissioner shall charge and collect from each
licensee a fee of $400 per hour for any supervision, audit, examination,
investigation or hearing conducted pursuant o this chapter or any
regulations adopted pursuant thereto.

2. The Commissioner shall bill each licensee upon the completion
of the activity for the fee established pursuant to subsection L. The
Licensee shall pay the fee within 30 days after the date the bill is received.
Except as otherwise provided in this subsection, any payment received
after the date due must include a penalty of 10 percent of the fee plus an
additional 1 percent of the fee for each month, or portion of a month,
that the fee is not paid. The Commissioner may waive the penalty for

3. The failure of a licensee to pay the fee required pursnant to
subsection 1 as provided in this section constitutes grounds for
revocation of the license of the licensee.

Sec. 47. If the Commissioner finds that probable cause for
revocation of any license exists and that enforcement of the provisions of
this chapter requires immediate suspension of a license pending
investigation, he may, upon 5 days’ written noice and a hearing, enter
an order suspending a license for a period not exceeding 20 days,
pending a hearing upon the revocation.

Sec. 48. 1. Whenever the Commissioner has reasonable cause 10
believe that any person is vielating or is threatening to or intends to
violate any provision of this chapter, ke may, in addition to all actions
provided for in this chapter and without prejudice thereto, enter an order
requiring the person to desist or to refrain from such violation.

2. The Attorney General or the Commissioner may bring an action
to enjoin a person from engaging in or continuing a violation or from
doing any act or acts in furtherance thereof. In any such action, an
order or judgment may be entered awarding a preliminary or final
injunction as inay be deeined proper.

3. In addition to all other means provided by law for the
enforcement of a restraining order or injunction, the court in which an
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action is brought may impound, and appoint a receiver for, the property
and business of the defendant, including books, papers, documents and
records pertaining thereto, or so much thereof as the court may deem
reasonably necessary to prevent violations of this chapter through or by
means of the use of property and business. A receiver, when appointed
and qualified, has such powers and duties as to custody, collection,
administration, winding up and liguidation of such property and
business as may from time to time be conferred upon him by the court,

Sec. 49. 1. If the Commissioner has reason to believe that
grounds for revocation or suspension of a license exist, Ie shall give 20
days’ written notice to the licensee stafing the contemplaled action and,
in general, the grounds therefor and set a date for a hearing.

2. Atthe conclusion of a hearing, the Commissioner shall:

(a) Enter a written order either dismissing the charges, revoking the
ficense, or suspending the license for a period of not more than 60 days,
which period must include any prior temporary suspension. The
Commissioner shall send a copy of the order to the licensee by registered
or certified mail, '

(b) lmpose upon the licensee a fine of 8500 for each violation by the
licensee of any provision of this chapter or any regulation adopted
pursuant thereto.

(c) If a fine is imposed pursuant to this section, enter such order as is
Hecessary to recover the costs of the proceeding, including his
investigative costs and attormney’s fees. '

3. The grounds for revocation or suspension of a license are that:

(a) The Hcensee has failed to pay the annual license fee;

(b) The licensee, either knowingly or without any exercise of due
care to prevent it, has violated any provision of this chapter or any lawful
regulation adopted pursuant thereto;

(c) The licensee has failed to pay a tax as required pursuant to the
provisious of chapter 363A of NRS; :

(d} Any fact or condition exists which would have justified the
Conmmissioner in denying the licensee’s original application for a license
pursuani to the provisions of this chapter; or

(e} The licensee failed to open an office for the conduct of the
business authorized by his license within #2346 180 days after the date his
license was issued, or has failed to remain open for the conduct of the
business for a period of £26 180 days without good cause therefor.

4. Any revocation or suspension applies only to the license granted
to a person for the particular office for which grounds for revocation or
suspension exist,

5. An order suspending or revoking a license becomes effective 5
days afler being entered unless the order specifies otherwise or a stay is
granted,
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Sec. 50. A licensee may surrender any license issued pursuant to
the provisions of this chapter by delivering it to the Commissioner with
written notice of its surrender, but a surrender does not affect his civil or
criminal liability for acts committed prior thereto.

Sec. 51. A revocation, suspension, expiration or surrender of any
license does not impair or affect the obligation of any preexisting lawful
loan agreement between the liceisee and any customer. Such a loan
agreement and all lawful charges thereon may be collected by the
licensee, its successors or assigns.

Sec. 52. 1. Annually, on or before April 15, each licensee shall
file with the Commissioner a report of operations of the licensed
business for the preceding calendar year.

2. The licensee shall make the report under oath and on « form
prescribed by the Commissioner.

3. If any person or affiliated group holds more than one license in
this State, it may file a composite annual report.

Sec. 53. 1. A court of this State may exercise Jurisdiction over a
party to a civil action arising under the provisions of this chapter on any
basis not inconsistent with the Constitution of the State of Nevada or the
Constitution of the United States.

2. Personal service of summaons upon a party outside this State is
safficient to confer upon a court of this State jurisdiction over the party
so served if the service is made by delivering a copy of the summons,
together with a copy of the complaint, to the party served in the manner
provided by statute or rule of court for service upon a person of like kind
within this State. :

3. In all cases of such service, the defendant has 40 days, exclusive
of the day of service, within which to answer or plead. :

4. This sectlon provides an additional manner of serving process
and does not invalidate any other service,

N

Sec. 54. 1. Evcept as otherwise provided in this section, if a
lticensee willfully:

(a) Enters into a loan agreemnent for an amount of interest or any
other charge or fee that violates the provisions of this chapter or any
regulation adopted pursuant thereto;

(b) Demands, collects or receives an amount of interest or any other
charge or fee that violates the provisions of this chapter or any
regulation adopted pursuant thereto; or

(c) Commits any other act or omission that violates the provisions of
this chapter or any regualation adopted pursuant thereto,

w the loan is void and the licensee is not entitled to collect, receive or
ll"eta.".u any principal, interest or other charges or fees with respect to the
oan.

2. The provisions of this section do iot apply if:
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{a) A licensee shows by a preponderance of the evidence that the
violation was not intentional and resulted from a bona fide error of
computation, nofwithstanding the maintenance of procedures reasonably
adapted to avoid that error; and

(b) Within 60 days of discovering the error, the hcensee notifies the

customer of the error and makes whatever adjustments in the account

are necassary to correct the error.

Sec. 55. In addition to any other remedy or penally, if a licensee
violates any provision of this chapter or any regulation adopted pursuant
thereto, the customer may bring a civil action against the licensee for
any or all of the following relief:

1. Actual and consegquential damages;

2. An additional amount, as statutory damages, which is equal o
81,000 for each violation;

3.  Punitive damages;

4. Reasonable attorney’s fees and costs; and

5. Any other legal or equitable relief that the couwrt deems

appropriate.
Sec. 56 ﬁ#—wﬂ%ﬁ@gﬁﬁ“ﬁ%ﬁﬁgﬂm@#ﬁf&w

Sec. 58 A hcem‘ee who prawdes check—caskmg services shall give
writlen notice to each customer of the fees he charges for cashing
checks, The customer must sign the notice before the licensee provides
the check~cashing serv.r.ce.

Sec. 59 o pt
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Sec. 80. A licensee who makes title loans shall not:

1. Make a title loan that exceeds the fair market value of the motor

vehicle securing the title loan.

2. Make a title loan withour regard to the ability of the customer
seeking the title loan to repay the fitle loan, including the customer’s
current and expected income, obligations and employmeni.

3. Make a title loan without requiring the customer fo sigh an
affidavit which states that:

(a) The person has provided the licensee with true and correct
information concerning the customer’s income, obligations and
employment; and
(b) The customer has the ability to repay the title loan.
Sec. 81, Fe—d-eustome 2] ; Rt

goalive tha Htle Ionem o
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S 3 S £
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Sec. 86. 1. Except as otherwise provided in this section, if a
customer defaults on a title loan, the sole remedy of the licensee_yho
made the title loan is to commence a legal actipn _to_seek repossession
and sale of the motor vehicle which the customer used to secure the title
loan. The licensee may not pursue the customer personally for:

(e} Payment of the loan; or

(b) Any deficiency after repossession and sale of the motor vehicle
which the customer used to secure the title loan.

2. After repossession and sale of the motor vehicle securing the title
loan, the licensee shall return to the customer any proceeds from the sale
of the motor vehicle which exceed the amount owed on the title loan.

3. If a customer uses fraud to secure a title loan, the licensee may
bring a civil action against the customer for any or all of the Sfellowing
relief:

*PROPOSED AMENDMENT TO AB384*
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(a) The amount of the loan obligation, including, without limitation,
the aggregate amount of the interest, charges and fees negotiated and
agreed to by the licensee and customer;

(b) Reasonable attorney’s fees and costy; and ‘

(c) Any other legal or equitable relief that the coart deems
appropriate.

4. As used in tlis section, “fraud” means an infentional
misrepresentation, deception or concealment of a material fact known to
the customer with the intent to deprive the licensee of his rights or
property or o otherwise injure the licensee. The term includes giving to a
licensee as security for a title loan the title to a motor vehicle which does
not belong to the customer. :

Sec. 86.5. NRS 598D.130 is hereby amended to read as follows:

598D.130 A mortgage, deed of trust or other instrument that
encumbers home property as security for repayment of a home loan must
expressly indicate in writing in & size equal to at leasi Id-point bold type
gn the front page of the mortgage, deed of trust or other instrument that
the home loan is a home loan as defined in NRS 598D.040 = asd js subject
to $hie provisions of § 152 of ihe Home Ohwnership and Egiity Protection
Act of 19294, 15 US.C. § 1642(an), and the regulations adopted by the
Board of Goversiors of the Federaf Beserve System pursuant theretn,
inclading, without limitation, 12 C.FRB. §226.32,

Sec. 87, NRS 232.545 is hereby amended to read as follows:

232.545 1. An Investigative Account for Financial Institutions is
hereby created in the State General Fund. The Account consists of money
which is:

(2) Received by the Department of Business and Industry in connection
with the licensing of financial institutions and the investigation of persons
associated with those institutions; and

(b) Required by law to be placed therein,

2. The Director of the Department of Business and Industry or his
designee may authorize expenditures from the Investigative Account to
pay the expenses incurred: :

(a) In investigating applications for licensing of financial institu.tions.

and in investigating persons associated with those institutions;

{b) In conducting special investigations relating to financial institutions
and persons associated with those institutions; and

(¢) In connection with mergers, consolidations, conversions,
receiverships and liquidations of financial institutions.

3. As used in this section, “financial institution” means an institution
for which licensing or registration is required by the provisions of titles 55
and 56 fand-chapters604-and-6491 of NRS |, chapter 649 of NRS and
sections 2 to 86, inclusive, of this act,

Sec. 88, NRS 363A.050 is hereby amended to read as follows:

*PROPOSED AMENDMENT TO AB384*
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363A.050 1. Except as otherwise provided in subsection 2,
“financial institution” means:

(a) An institution licensed, registered or otherwise authorized to do
business in this State pursuant to the provisions of title 55 or 56 of NRS eor
chapter {604;) 6458, 645E or 649 of NRS or 2 ;
sections 2 te 86, inclusive, of this act, or 2 similar institution chartered or
licensed pursuant to federal law and doing business in this State;

(b) Any person primarily engaged in:

(1) The purchase, sale and brokerage of securities;

(2) Originating, underwriting and distributing issues of securities;

(3) Buying and selling commodity contracts on either a spot of
future basis for the person’s own account or for the account of others, if
the person is a member or is associated with a member of a recognized
commodity exchange;

(4) Furnishing space and other facilitics to members for the purpose
of buying, selling or otherwise trading in stocks, stock options, bonds or
commodity comntracts; ,

(5) Furnishing investment information and advice to others
concerning securities on a contract or fee basis;

(6) Furnishing services to holders of or brokers or deaiers in
securities or commeodities;

(7) Holding or owning the securities of banks for the sole purpose
of exercising some degree of control over the activities of the banks whose
securitics the person holds;

{(8) Holding or owning securities of companies other than banks, for
the sole purpose of exercising some degree of control over the activities of
the companies whose securities the person holds;

(9) Issuing shares, other than unit investment trusts and face-
amount certificate companies, whose shares contain a provision requiring
redemption by the company upon request of the holder of the security;

(10} Issuing shares, other than unit investment trusts and face-
amount certificate companies, whose shares contain no provision requiring
redemption by the company upon request by the holder of the security;

(11) Issuing unit investment trusts or face-amount certificates;

(12) The management of the money of trusts and foundations
organized for religious, educational, charitable or nonprofit research
pUrposes,

(13) The management of the money of trusts and foundations
organized for purposes other than religious, educational, charitable or
nonprofit research;

(14) Investing in oil and gas royalties or leases, or fractional
interests therein;

(15) Owning or leasing franchises, patents and copyrights which the
person in turn licenses others to use;

*PROPOSED AMENDMENT TO AB384*
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(16} Closed-end investments in real estate or related morngage
assets operating in such a manner as to meet the requirements of the Real
Estate Investment Trust Act of 1960, as amended;

(17) Investing; or ,

(18) Any combination of the activities described in this paragraph,
* who is doing business in this State;

{(c) Any other person conducting loan or credit card processing
activities in this State; and

(d) Any other bank, bank holding company, national bank, savings
association, federal savings bank, trust company, credit union, building
and loan association, investment company, registered broker or dealer in
securities or commodities, finance company, dealer in commercial paper or
other business entity engaged in the business of lending money, providing
credil, securitizing receivables or fleet Jeasing, or any related business
entity, doing business in this State.

2. The term does not include a credit union organized under the
provisions of chapter 678 of NRS or the Federal Credit Union Act.

Sec. 89. NRS 645B.0119 is hereby amended to read as follows:

645B.0119 “Financial services license or registration” means any
license or registration issued in this State or any other state, district or
territory of the United States that authorizes the person who holds the
license or registration to engage in any business or activity described in the
provisions of this chapter, #itle 55 or 56 of NRS or chapter {6845} 645,
6454, 645C, 645E or 649 of NRS or ftile-55-or-56-0f NRS-} sections 2 1o
86, inclusive, of this act,

Sec. 90. NRS 658.098 is hereby amended to read as follows:

658.098 1. On a quarterly or other regular basis, the Commissioner
shall collect an assessment pursuant to this section from each:

(a) Check-cashing service or deferred deposit foan service that is
supervised pursuant to fehapter-604-oF NRS;] sections 2 to 86, inclusive,
of this act;

(b) Collection agency that is supervised pursnant to chapter 649 of
NRS;

] {c) Bank that is supervised pursuant to chapters 657 to 668, inclusive,
of NRS;

(d) Trust company that is supervised pursuant to chapter 669 of NRS;

; (e} Development corporation that is supervised pursuant to chapter 670
of NRS; ‘

(f) Corporation for economic revitalization and diversification that is
supervised pursuant to chapter 670A of NRS;

(g) Person engaged in the business of selling or issuing checks or of
receiving for transmission or transmitting money or credits that is
supervised pursuant to chapter 671 of NRS;

(h) Savings and loan association that is supervised pursuant to chapter

673 of NRS;

*PROPOSED AMENDMENT TO AB384*
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(i) Person engaged in the business of lending thai is supervised
pursuant to chapter 675 of NRS;

(j) Person engaged in the business of debt adjusting that is supervised
pursuant to chapter 676 of NRS;

d(k) Thrift company that is supervised pursuant to chapter 677 of NRS,
an

(1) Credit union that is supervised pursuant to chapter 678 of NRS.

2. The Commissioner shall determine the total amount of all
assessments to be collected from the entities identified in subsection 1, but
that amount must not exceed the amount necessary to recover the cost of
legal services provided by the Attorney General to the Commissioner and
to the Division of Financial Institutions. The total amount of ali
assessments collected must be reduced by any amounts collected by the
Commissioner from an entity for the recovery of the costs of legal services
provided by the Attorney General in a specific case.

3. The Commissioner shall coilect from each entity identified in
subsection 1 an assessment that is based on:

(a) A portion of the total amount of all assessments as determined
pursuant to subsection 2, such that the assessment collected from an entity
identified in subsection 1 shall bear the same Telation to the total amount of
all assessments as the total assets of that entity bear t0 the total of al} assets
of all entities identified in subsection 1; or

(b) Any other reasonable basis adopted by the Commissioner.

4. The assessment required by this section is in addition to any other
assessment, fee or cost regquired by law to be paid by an entity identified in
subsection 1.

5. Money collected by the Commissioner pursuant to this section
glsusstoge deposited in the State Treasury pursuant to the provisions of NRS

091,

Sec. 91. NRS 675.040 is hereby amended to read as follows:

675.040 This chapter does not apply to:

1. A person doing business under the authority of any law of this
State or of the United States relating to banks, savings banks, trust
companies, savings and loan associations, credit unions, development
corporations, mortgage brokers, morigage bankers, thrift companies,
pawnbrokers or insurance companies.

9. A real estate investment trust, as defined in26 US.C. § R56.

3. An employee benefit plan, as defined in 29 U.S.C. § 1002(3), if the
loan is made directly from money in the plan by the plan’s trustee.

4. An attorney at law. rendering services in the performance of his
duties as an attorney at law if the loan is secured by real property.

5 A real estale broker rendering services in the performance of his
duties as a real estate broker if the loan is secured by real property.

6. Except as otherwise provided in this subsection, any firm or
corporation:

*PROPOSED AMENDMENT TO AB384*
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(a) Whose principal purpose or activity is lending money on real
property which is secured by a mortgage;

(b) Approved by the Federal National Mortgage Association as a seller
or servicer; and

(¢) Approved by the Department of Housing and Urban Development
and the Department of Veterans Affairs.

7. A person who provides money for investment in loans secured by a
lien on real property, on his own account.

8. A seller of real property who offers credit secured by a mortgage of
the property sold.

A person holding a nonrestricted state gaming license issued
pursuant to the provisions of chapter 463 of NRS.

10. A person licensed to do business pursuant to sections 2 to 86,
inclusive, of this qcf, A

Sec. 92, NRS 675,060 is hereby amended to read as follows:

675.060 1. No person may engage in the business of lending in this
State without first having obtained a license from the Commissioner
pursuant to this chapter or sections 2 to 86, inclusive, of this act for each
office or other place of business at which the person engages in such
business.

2. For the purpose of this section, a person engages in the business of
lending in this State if he:

(a) Solicits loans in this State or makes loans to persons in this State,
unless these are isolated, incidental or occasional transactions; or

(b) Is located in this State and solicits loans outside of this State or ‘

makes loans to persons located outside of this State, unless these are
isolated, incidental or occasional transactions.

Sec. 93. NRS 604.010, 604.020, 604.030, 604.040, 604.050.

604.060, 604.070, 604.080, 604,090, 604.100, 604.110, 604.120, 604.130,
604.140, 604.150, 604.160, 604.162, 604.164, 604.166, 604.170, 604.180
and 604.190 are hereby repealed.

Sec. 94. If, on October 1, 2005, a person:

1. Holds a valid license or certificate of registration that was issued
by the Commissioner of Financial Institutions pursuant to chapter 604 or
675 of NRS before October 1, 2005; and

2. Satisfies the definition of “licensee™ as set forth in the amendatory
provisions of section 12 of this act,
= the person shall be deemed to hold a valid license issued by the
Commissioner of Financial Institutions pursuant to the amendatory
provisions of sections 2 to 86, inclusive, of this act.

*PROPOSED AMENDMENT TO AB384*
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LEADLINES OF REPEALED SECTIONS

604.010
604.020
604.030
604.040
604.050
604.060
604.070
604.080
604.090
604.100
604.110

Definitions.
“Cashing” defined.
“Check” defined. _
“Check-cashing service” defined.
“Commissioner” defined.
“Deferred deposit” defined.
“Deferred deposit service” defined.
“Licensee” defined.
Registration required; applicability of chapter.
Application for registration: Contents; fee.
Surety bond. _ '
604.120 Deposit of securities in lieu of surety bond.
604.130 Certificate of registration: Issuance; fo
contents; display. ‘
604.140 Expiration and renewal of certificate of
604150 Change of control of licensee:
application to Commissioner.
604.160 Licensee to p
signature of cusiomer vequired on notice, 4 ‘
604.162 Limitations on fees for check not paid upen presentment
because of insufficient funds.
604.164 Licensee deferring deposits to
with written agreement; contents. .
604.166 Licensec may pursue collection proceedings upon default
on loan made in form of deferred deposit; charges and interest.
604,170 Regulations.
604.180 Prohibited acts by
604.190 Commissioner to charge licensee
examination, audit, investigation or hearing;

rm and size;

registration.
Notification and

provide each customer

licensee relating to deferred deposit.
fec for supervision,

certificate of registration.
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MINUTES OF THE
SENATE COMMITTEE ON COMMERCE AND LABOR

Seventy-third Session
May 6, 2005

The Senate Committee on Commerce and Labor was called to order by
Chair Randolph J. Townsend at 8:03 a.m. on Friday, May 6, 2005, in
Room 2135 of the Legislative Building, Carson City, Nevada. The meeting was
videoconferenced to the Grant Sawyer State Office Building, Room 44086,
565 East Washington Avenue, Las Vegas, Nevada. Exhibit A is the Agenda.
Exhibit B is the Attendance Roster. All exhibits are available and on file at the
Research Library of the Legislative Counsel Bureau.

COMMITTEE MEMBERS PRESENT:

Senator Randolph J. Townsend, Chair
Senator Warren B. Hardy Il, Vice Chair
Senator Sandra J. Tiffany

Senator Joe Heck

Senator Michael Schneider

Senator Maggie Carlton

Senator John Lee

GUEST LEGISLATORS PRESENT:

Assemblywoman Barbara E. Buckley, Assembly District No. 8
Assemblywoman Chris Giunchigliani, Assembly District No. 9
Assemblywoman Peggy Pierce, Assembly District No. 3

STAFF MENMBERS PRESENT:

Shirley Parks, Committee Secretary
Kevin Powers, Committee Counsel
Scott Young, Committee Policy Analyst
Donna Winter, Committee Secretary

OTHERS PRESENT:

Jon L. Sasser, Washoe County Senior Law Project
William R. Uffelman, Nevada Bankers Association
Thelma Clark, Nevada Silver Haired Legislative Forum

APP 014870
ROArQ%®8930001




Senate Commitiee on Commerce and Labor
May 6, 200b
Page 6

third day of the month, you can make the payment automatically on the
fourth day of the month. Without the language in section 1, subsection 2 of the
bill, we would not have effectively been able to do that.

SENATOR TIFFANY:

So, instead of being able to go after any account, it has to be very specific and
identified.

MR. UFFELMAN:
It has to be specifically identified as opposed to saying any account.

THELMA CLARK (Nevada Silver Haired Legislative Forum):
We support A.B. 257 as amended.

RoBERT DESRUISSEAUX {Northern Nevada Center for Independent Living):

We are in support of A.B. 257, recognizing that some of the numbers
Assemblywoman Pierce gave you earlier show how much seniors as weli as
individuals with disabilities depend on their social security payments. It is
relatively easy to see what a negative impact those unexpected or unanticipated
withdrawals from an account could have on an individual’s life, especially the
20 percent who have social security as 100 percent of their income.

CHAIR TOWNSEND:
| will close the hearing on A.B. 257.

SENATOR CARLTON MOVED TO DO PASS A.B. 257.
SENATOR TIFFANY SECONDED THE MOTION.

THE MOTION CARRIED. {(SENATOR HARDY WAS ABSENT FOR THE
VOTE.)

LE B

CHAIR TOWNSEND:
| will open the hearing on A.B. 384.

384 {1st Bep : Makes various changes relating to certain
short-term, high-interest anns (BDR 52-8086)
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ASSEMBLYWOMAN BARBARA E, BUCKLEY {Assembly District No. 8):

| have a PowerPoint presentation (Exhibit E). The impetus of this bill is the
increasing number of people who seek the assistant of credit-counseling
agencies and other community resources, including where | work, That is why
| became so interested in this bill. Their problems include dozens of loans with
triple- and quadruple-digit interest; payments that are greater than their monthly
incomes; wage garnishment two, five or ten times the amount of the loan;
threats of criminal prosecution and a never-ending cycle of debt. | hope the
passage of A.B. 384 will create a more level and legitimate playing field for .
lenders, curb unscrupulous and egregious practices, provide remedies for those
who have fallen victim to both licensed and unlicensed lenders and protect
consumers from being trapped on a debt treadmill.

The debt treadmill begins when a customer takes out their first payday loan.
A loan interest rate can range from 150 to 1,100 percent annually. It is not
uncommon among those who seek assistance from credit-counseling agencies
and legal-aid agencies to take out a second loan to pay the first and a third one
to pay the second. | have met a dozen consumers who have taken out a
dozen loans just to pay the interest on the other loans. '

It is not uncommon for consumers to eventually fail off the debt treadmill and
into the wage-garnishment machine where their meager earnings are quickly
siphoned off by judgments that can double and triple the amount of the loan
and which completely ignore any and all payments made. Because of the
volume of lawsuits in small claims courts and justice courts, many judgments
are by default and are rubber-stamped by the courts which are unable to keep
up regardiess of the legality or amount sought. In Las Vegas, 55 percent of all
the court cases involving small claims in justice court are payday loans or
high-cost loans. The overall volume for 2004 was 68,000 cases. That estimate
would be over 34,000 tawsuits in the year 2004 involving payday loans. The
experience is borne out in Carson City and Sparks. In North Las Vegas, it is
even higher where up to 75 percent of all the court cases involve high-cost
loans.

ASSEMBLYWOMAN BUCKLEY:

| would like to talk about the common abuses seen in the payday-loan industry
because many of these are what are addressed in the bill. First, collection of
trebled damages pursuant to ANevada Revised Statutes {NRS) 41.620, the
bad-check statute. The checks that are used in these transactions are not given
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for merchandise. The checks are a security for a loan which makes the statute
not applicable, but it is still being utilized anyway. Some lenders in Nevada stili
verbally threaten to have consumers arrested for writing the bad check that is
issued in conjunction with the loan. In the deferred-deposit transaction, there is
little doubt that the customer is attempting to defraud the lender. The lender
knows there is no money backing the check; that is why they are loaning
money on it. Despite the laws prohibiting this practice, an Attorney General’s
opinion and the commissioner of financial institutions, lenders continue to
threaten criminal penalties and are usually awarded treble damages in all of
these court cases you see in Exhibit E. A routine clause that is added to all of
these cases usually states: “for maximum damages of $1,000 as provided by
NRS 41.620.”

Attempting to collect and collecting illegal fees is a common practice among
many of the lenders in this industry. There is an example of a collection letter
and a default judgment in Exhibit E. '

Another common abuse is the demand of more than one check for a single
deferred-deposit loan. The payday loans require a check in conjunction with the
loan transaction but some lenders will require a customer to write a post-dated
check for each $100 loaned. They are able to collect more money illegally under
the treble-damages statute and are able to collect $50 per check in
returned-check fees. Qur statute now allows $25 per returned check twice.
They will get $60 for each $100 check as opposed to one set charge of $50.

Unfair loan terms are another common abuse referred to in Exhibit E. With
Clark County having approximately 300 outlets, 50 pages in the teiephone
directory and stories in our newspapers and on television, the proliferation of
payday lenders presents in our everyday life an impact on the community that
cannot be ignored. Nevadans are especially vuinerable to unscrupulous tactics
because so many are new to our State, and they lack the traditional safety nets
in times of emergency. The industry now fills a void once filled by employers
who would give payday advances. The practices this bill seeks to eliminate are
hurting our communities, our senior citizens, our working poor, our military
personnel and our middle-class service-industry employees.

| would like to talk about the specific provisio_ns of A.B. 384. Because we are
rewriting basically all of our high-cost payday loans, we are consolidating all of
the laws into one chapter. Some of the provisions you will see in the mock-up
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amendment {Exhibit F) have provisions that are currently in law but we are
combining them all in one place. Sections 24, 35, 36, 43, 44, 4b and 82 are all
existing provisions that are reprinted in the mock-up amendment.

In the new provisions, section 17 defines short-term loans charging more than
40 percent for less than 18 months in Exhibit F. There are three types of lenders
that are captured in the bill. The first defines the deferred-deposit loan where a
check is exchanged for the money. The second defines short-term lenders who
may loan you money for 2 weeks or 30 days, but they do not take a check. The
third defines title loans. This area of the bill defines exactly a short-term loan,
because there are many installment loans and other loans governed under
chapter 675 of the NRS. This just pulls out the high-cost, shorter-term loans.
The other redefined provisions are in sections 23, 31, 33, 34, 35, 37, 39, 40,
42, 43, 44, 64 and 75 of the bill and are defined in Exhibit F. Section 44 sets
forth the amounts the licensee may collect. This is the heart of the bill and
along with the remedy section, licensees can collect principal minus payments
'made, pre-default finance charge, prime pius 10-percent interest after default
and a returned-check fee of $25. With auto title loans, some of the provisions in
the bill recognize the differences in this industry so the terms are different.

ASSEMBLYWOMAN BUCKLEY:

My last comment is that | have worked for weeks with many in the :ndustry
who are just as anxious to clean up this industry as | am, because they see their
industry name being smeared by the tactics of those who are bringing a bad
name to all. | have worked with lenders, some of who do not sue people at all,
have never threatened criminal prosecution and have never assessed these kinds
of damages. These tactics are creating an un-level playing field for them. It is
hurting their competitive position and it is hurting their efforts to try to clean up
this industry. | have been working with these industry groups for about a year.
In the past 3 weeks, | have spent about 50 hours with them. We have worked
on words and meanings; we have drafted, we have redrafted and | have tried to
accommodate every good-faith business concern with this bill. Some provisions
and changes that | have made 1 did not like, but we were trying to get you a
consensus product with the limited amount of time by working with those who
are just as appalled by these abuses as | am. | have submitted a summary
(Exhibit G) of the sections amended in the mock-up of A.B. 384.
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SENATOR TIFFANY:

You made a comment about safety net in times of emergencies and our
community does not have a safety net. How would you see that being
developed in the industry?

ASSEMBLYWOMAN BUCKLEY:

| would like to see some of the-more mainstream banks and credit unions going
back into the micro-loan business. | would like to see more employers getting
involved, perhaps through credit unions or with a bank with which they
associate. Also, | want the field leveled for those who are right now in this
industry who do not do any of these things that were mentioned today and who
offer a good product.

SENATOR TIFFANY:
Do you want to see the banks develop some type of short-term loan?

ASSEMBLYWOMAN BUCKLEY:
| would like to see more competition in the short-term loan industry on fair
terms.

SENATOR TIFFANY:
Do you realize this is a high-risk group with which you are dealing?

ASSEMBLYWOMAN BUCKLEY:

Yes. 1 would say this industry can and does use underwriting.” You will hear
from the good lenders today and they are doing underwriting. One of the
anomalies being created in this market is because such a iarge segment of the
population are using the courts to add on these illegal damages, they want
people to default because they are making more money when someone defaults
than when they pay their loans.

SENATOR TIFFANY:

Would you like to see the short-term loan business expand a little bit? The
examples you gave in your presentation that | could see were both the
bad-actor lenders and the bad actors who do not pay back their debts. | saw the
extreme on both sides of the examples you presented.
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ASSEMBLYWOMAN BUCKLEY:

The people we see want to pay back the debt, and they do not want to file for
bankruptcy. They will say they borrowed $300 and paid back $1,200. They
have three other loans pending and cannot make the payments to every single
one of them with the add-on charges. Thatis what we are trying to get to here.
If you can stop the abusive pile-on charges, then people will be able to pay their
debts and will be able to avoid lawsuits. '

SENATOR TIFFANY:

If this was a comfortable business to be in, the banks would be in it, but this is
a high-risk business. What are the existing laws ‘today that take into
consideration some of your examples?

ASSEMBLYWOMAN BUCKLEY:

Deferred-deposit loans are governed by chapter 604 of the NRS and the
protections were added to our statutes in A.B. No. 431 of the 70th Session. It
has a prohibitive-practice section which says you cannot threaten criminal
prosecution and you cannot charge any fees that a lender cannot generaily
collect. Also, upon default you get prime pius 10 percent. What is not in this bili
is the fair debt-collection practice, military protections, more specific protections
like making up imaginary fees or adding garnishment fees of $1,200, and there
is no remedy section. There is no enforcement when a bad actor does these
things. These are all in chapter 604 of the NRS. Chapter 675. of the NRS is the
general installment-loan chapter so any lender falls under that and there are no
specific protections for high-cost, short-turnaround loans at all. The title-pawn
industry provisions on the last slide of Exhibit E are all new.

SENATOR TIFFANY:

Section 44 states what a loan and default look like, the type of payback and
what happens if it cannot be paid back. Is that not more like what you would
want to have in the micro-loan business if it were expanded, as opposed to
changing what is happening today with the deferred-deposit, short-term lenders
and the title loans? Are you redefining an industry that you say is lacking?

ASSEMBLYWOMAN BUCKLEY: :

Clearly, we are redefining an industry and the abuses have to stop. You can get
your principal back. if you recall in the bill, there is no cap on interest rates. If
someone wants to borrow $200 at a 1,000 percent interest that is still allowed,
the licensee gets your principal and your agreed-upon contractual rate of
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interest, but when that person defaults and cannot pay it back, that is when the
licenisee receives prime plus 10 percent. It is redefining the industry and the
abuses will stop if the bill passes but all the folks in the room do this anyway.
They want the customer to pay back the: loan. They. are not seeking to receive
$3,900 on a $200 loan. They want to get their money back. They want to get
back a reasonable rate of interest and their cost. They .are not trying to get
people on a debt treadmill. That is where | see the difference in the-bill..

SENATOR TiFFANY:

Section 44 of A.B. 384 sets a limit at which you could have these kinds of
contracts, but it also reidentifies those three categories we talked about. It
looks like you are creating a micro-loan business the way you would like to see
it happen.

ASSEMBLYWOMAN BUCKLEY: :
We are regulating a micro-loan business that already exists. .

SENATOR TIFFANY: _ ‘ .
What are the damages against licensees today that are different than the
damages in seetions 73 and 74 of the bill?

ASSEMBLYWOMAN BUCKLEY:
The difference is the statutory damages of $1,000 per violation.

SENATOR TIFFANY:
What is it today?

ASSEMBLYWOMAN BUCKLEY:
There is not one.

SENATOR TIFFANY:
" Does the industry agree that this is not a problem?

ASSEMBLYWOMAN BUCKLEY:

The industry would like the $1,000 more narrowly defined to certain violations.
We already have laws in the book that are not working because there is no
penalty for bad behavior. This amount is similar to what we utilize in other
statutes. We use it in chapter 118A of the NRS, if the landlord shuts off your
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power willfully, tenants are entitled to $1,000 in statutory damages. This is the
statutory penaity that we usually utilize to stop egregious behavior.

SENATOR TIFFANY:
Where would you say the responsibility lies on the person who defaults on the

loan?

ASSEMBLYWOMAN BUCKLEY:
The person who signs the contract is legally obligated to pay back the loan. If
you do not pay it back, you may be sued.

SENATOR LEE: B
Is there a cosigner provision for an 18-year-old to get a loan? Are pawn shops
that now advertise non-collateral loans covered under this bill also?

ASSEMBLYWOMAN BUCKLEY:

There is no cosigner provision for an 18-year-old to get a loan. Pawn-shop
activity and their loans are regulated by the pawn chapter that has a 10-percent
interest cap. Pawn shops can get another license, gither a payday-loan license
or a license under chapter 675 of the NRS to do short-term 2-week or
30-day loans. There is no prohibition against a pawn shop from getting a dual
license to offer both products.

SENATOR LEE:
How are these cases mediated for payoff in justice court?

ASSEMBLYWOMAN BUCKLEY: :

A suit is filed, they are served and then a majority of the people will defaulit.
Most people who get sued acknowledge they owe the money so there is no
point in contesting. They do not realize that the judgment is not going to be for
$200 or $300. It will be at least quadruple the amount. They default then suffer
the garnishment and it goes on 10 the examples you saw on the PowerPoint in
Exhibit E. For those people who do show up in court, usually the judge tells the
attorney there is a consumer present and together they should go out in the
hallway and see if something can be worked out. The attorney will subtract
about $200 from the amount owed, they will come up with a plan and go back
into court and the judge will issue that amount.
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SENATOR LEE:

We talked about underwriting happening at these companies. If a person
borrows from one organization and cannot make payments and then borrows
from another organization to pay the previous organization, are there cases of
this happening in keeping these treadmills going?

ASSEMBLYWOMAN BUCKLEY:

It depends on the lender. Mark Thomson with Moneytree and Jim Marchesi with
Check City, who | have been working with the past year, will check. If they see
that pattern, they will not loan the money. The lenders that want to go to the
garnishment mill do not care. They see the borrower’s paycheck and they see
that they are working. Even if the person has three payday loans by the time
they get to them, they will have to stand fourth in line. The court will put
through whoever gets the garnishment first. If the person is working, the lender
knows they will get 25 percent of that person’s paycheck and they will
definitely loan them the money. The lender makes most of their profit from the
abusive add-on fees. :

SENATOR SCHNEIDER:
| heard the word micro-loan business but this is not. This is big business. These
businesses are all over the place.

ASSEMBLYWOMAN BUCKLEY:
There are more payday-loan outlets in America than there are McDonald’s.

SENATOR SCHNEIDER:

The consumers are saying that there is a demand for these payday-loan
businesses. Have you heard from any attorneys that are going to court? The
attorneys going to court representing these companies are manipulating the
system. :

ASSEMBLYWOMAN BUCKLEY:

The attorneys who do this are liable as debt collectors under the federal Fair
Debt Collection Practices Act. The attorneys themselves could be liable for
participating in these types of activities. | hope they will stop and if they do not
stop, | hope they will be sued,
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SENATOR SCHNEIDER:

| am on the board of a credit union and we are trying to do a check-cashing
business. Our goal was to do the check cashing and then convert them to
regular credit union members. We are not that good at the check-cashing
business. You have to wear two different hats. If you are a banker or credit
union, you cannot do a check-cashing business. It just does not fit under what
banks and credit unions do. There is a big demand. | suggested to our board
that this is a business we should start. For the Hispanic community, where they
do not trust conventional-type banking institutions, we hired Hispanic clerks to
speak with the people and we were just not very good at it. | do not know how
we can change this industry. Your attempt is good. Do you have the support on
these amendments from the good actors?

ASSEMBLYWOMAN BUCKLEY:

Yes, | do have their support on these amendments. | have been working with a
iot of folks a long time as well as lobbyists who just started participating in this
the past six days.

CHAIR TOWNSEND:

My question has to do with the court system. On three of your pages, you
identified interest rates signed by the consumer and signed by the lender that
were inaccurate. Does the court have any authority to say that document is
inaccurate therefore this contract is void. What is a reasonable rate?

ASSEMBLYWOMAN BUCKLEY:

If the interest rate is off by that much, there is a defense to that loan under the
federal Truth in Lending Act (TILA). The courts react to what is before them. If
you file a complaint to coliect on a loan with the TILA violations, it is up to the
consumer to answer that complaint and to allege that the sum should not be
enforceable because of violations of the federal TILA. The consumer does not
know there is a violation of the TILA. The average consumer has no way of
identifying the TILA act violations. They do not know they even exist.

CHAIR TOWNSEND:

Unless they had a private attorney, which obviously they cannot afford or they
would not be in this position, or unless they were educated enough to try to
find one of the organizations in the State like yours, they would really be
without that defense.
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ASSEMBLYWOMAN BUCKLEY:
Unless they are lucky enough to qualify for legal services and the legal-services
entity has the resources to help.

CHAIR TOWNSEND:

| am not saying the bill should not be passed because of my question. You
know when you go to court or get into trouble, you want as many arrows in
your quiver as you can get. When you-are charging 1,000 percent interest and
not putting the accurate number down, that is doubly egregious. Is there any
way to get into these communities that are using these services to explain to
them to think ‘through that when they see 1,000 percent, that might not be in
their best interest?

ASSEMBLYWOMAN BUCKLEY:

Michele Johnson with Consumer Credit Counseling and Gail Burks with Nevada
Fair Housing and Lending Service in Las Vegas run classes on financial
counseling. They are trying to help people. My own opinion is that it is tough. If
a person’s truck breaks down, it does not matter whether it is Q0 or
1,000 percent interest rates. They choose more on location. They do not shop
for terms. They are desperate. They have to get to work.

SENATOR CARLTON:

If you would share the discussion that you had, | like the language provision
that you have that if it is negotiated in Spanish, the contract would be in
Spanish. If you would share that with me when the other people come up and
talk about the Spanish documents, | can understand both sides.

ASSEMBLYWOMAN BUCKLEY:

We passed that last Session with regard to car contracts. it is a good
consumer-protection measure. All the folks with whom | negotiated do it
already.

GAIL BURkS (President and Chief Executive Officer, Nevada Fair Housing Center,
Incorporated):

We are in support of A.B. 384. We conducted a study on high interest-rate

loans in Nevada. A copy of the report (Exhibit H} has been given to the

Committee. We looked at four basic areas: geographic distribution, market

penetration, product base and collection practices.
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The geographic distribution for these entities is centered in lower-income
communities. Since 1998, the industry has grown from 16 branches to
381 branches in 2004. That is a 2,281-percent increase. There are
1.9 branches per 10,000 people in census tracts where people earn less than
$25,000 per year. This is higher than five of our neighboring states: Arizona,
California, ldaho, Oregon and Utah. It is also higher than Colorado, lllinois or
‘Indiana. The stores are concentrated in census tracts where the minority
population ranges from 40 to 49 percent.

In terms of market product, our research involved a direct survey of
105 locations; 39 percent fully answered our questions about their products,
22 percent responded partially and 34 percent refused to respond about the
products that they offered to consumers. Only 10 percent of the respondents
provided check-cashing services only. The finance charges per $100 borrowed
ranged from 182.5 percent annual percentage rate (APR) upward to
1,303 percent APR. The median finance charge was 443.21 percent and all
jocations permitted rollovers.

Collection practices were the most interesting. The method used to examine this
and get specific research involved justice courts selected at random to pull files
for us. They pulled files for eight lenders; four of those lenders offered
short-term high-interest loans, and the other four offered the check-cashing
services. We took a look at the original loan amount, what the lender was
asking for in the lawsuit and the outcome of the case of each file. We examined
78 cases. We wanted to determine the cost to the borrower. We compared the
original loan amount to what was actually collected by the lender. Typical
collection was five times more than the original loan amount and the highest
was six times the loan amount.

These companies are in this business because banks will not get into it. Under
community reinvestment, banks have attempted to do more. Since bank
modernization, they have gotten bigger and do less but they are trying. The
bankers would tell you the working families and people served are not high-risk
clients.

The second point is that while education is important, | think like other
predatory lending issues, we cannot put this all on the victim. If you have a
good con person, it does not matter how educated you are.
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MICHELE JOHNSON (President and Chief Executive Officer, Consumer Credit
Counseling Service):
| have written testimony (Exhibit 1).

CHAIR TOWNSEND:
The real-life examples and the effort you are making to help people is something
that needs to be shared with young people before they leave high school.

MaARK THomsON (Director of Government Relations, Community Financial

Services Association; Moneytree Incorporated):
We support much of what is in the bill today. | have conceptual agreement on
many of the issues. Many of the changes to Nevada law will bring it in line with
laws in many other states. The current version of Exhibit F that you have before
you we have had very little time to review. We would need some time to review
the new language and we may still have one or two small issues but we are
committed to working with everyone to move this bill forward. Community
Financial Services Association (CFSA) recognizes this product is in a process of
evolution. Hearings and processes such as this are part of that evolutionary
process.

I am a former regulator for the state of Washington. | spent 14 years regulating
non-depository lenders at work throughout the 1990s with the legislature in the
state of Washington to address many of these types of issues. | would get calls
from the media throughout the 1290s about the rapid growth of this industry in
our state. | could not figure out where the demand was coming from for this
product. The demand had always been there and this size of loan had
historically been made by consumer finance companies. These companies wouid
take a lien on property or furniture in the house. Throughout the 1960s and
1970s, if someone needed this kind of a loan, that is where they would go.
What happened through time as these companies’ cost rose, it became more
and more difficult for them to make those loans and still make a profit. By the
end of 1970s and early 1980s when inflation had risen and interest rates had
risen, they could no longer make a $300 ioan under the interest-rate caps they
operated under in most states and still make a profit.

These companies in large part turned to making home-equity loans, refinances
and they entered the real estate market. Therefore, there was a market niche
left open. It is a market niche where you are making a very small loan and
where the cost of making that loan is very high relative to the amount of the
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loan. Everything about this industry evolves from the economics of that
equation. The facts are that you are making a small loan and you need to limit
the cost associated with each loan and the fee has to be high enough to cover
those cost to make it economically viable.

in most of the states where we operate, credit unions are trying to get into this
business. They find it very difficult to make it economically viable. The more
underwriting, the more disclosure and the more process there is in making the
loan, the higher the cost. Banks and credit unions are in this product. Their
product is called overdraft protection. It is a very different animal, legally. Under
truth and lending, it is not an extension of credit and does not need to be
disclosed as such. The product would not work if it was treated as an extension
of credit under truth and lending. If you calculated an APR on an overdraft
protection, it would be very similar to what a deferred-deposit lender charges. It
is very costly to provide that credit relative to the size of the loan.

CHAIR TOWNSEND: -
The only issue there is that you need to have a checking account before you
need overdraft protection.

MR. THOMSON:
That is correct, and in order to get a deferred deposit loan you have to have a
checking account, It is a very similar product, economically.

CHAIR TOWNSEND:
Are you trying to tell me that you have not seen the bill and you cannot
comment on it? If so, how long will it take you to look at the bill?

MR. THOMSON: :

We support most of the bill but need to look at certain provisions. We can look
over the bill this weekend. In section 74 of the bill, it allows consumers to bring
action against us and get statutory and punitive damages. Our main concern
with statutory and punitive damages is that they do not become a magnet for
class actions for technical violations of the statute that do not cause actual
damages to the consumers. The more we can narrow that down to violations of
licensing provisions and violations of the new section 44, limitations on the
interest that can be collected on the back end, the better.
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SENATOR TIFFANY: -

In section 44 of the bill, it is reshaping the way you can collect the debt, the
interest on the debt and the time on the debt and we do that statutorily. You
made the comment that this is a very short-term loan with a high cost and a
high-risk pool to whom you are loaning. Does section 44 regulate satisfactorily
so you can stay in business and make a profit and still offer this service?

MR. THOMSON:
Moneytree is one of the companies that does not sue and it states in our loan
agreement that we will not take civil action. It will not impact us but there are
other good actors that have used that authority and | will pass your guestion to
Jim Marchesi.

JIM MARCHES! {President/Chief Executive Officer, Nevada Financial Service
Association; President/Chief Executive Officer, Check City):

As the bill is proposed, we have a conceptual agreement on what we could and

could not live with going into it. Section 44, without having had time to look

through it, ! think is okay. We still have some very legitimate concerns about

sections 42 and 74 of the bill, but we can continue through and work on it and

work it out. | hope | answered your question.

SENATOR TIFFANY:

In order for me to vote on the bill, | would have to make sure the good actors
can still stay in business. If that cuts out the bad guys the better it is, so that is
what | wanted to hear from you. It sounds like you want sections 74 and 75,
the penalty part, to be better defined.

MR. MARCHESH
Yes, and some additional work on section 42 of the bill.

SENATOR TIFFANY:
What is section 42 of the hill?

MR. MARCHESI:

Section 42 of A.B. 384 is a repayment plan. When a customer now goes into
default, we will work with that customer for a long time to try to get them to
make the payment. For 30 to 60 days, we find operators will try to encourage
the customer to repay their note. At that point you make a decision. Some
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companies will continue to try to collect and others will use the court system 1o
recoup the money.

The examples you saw today are from the bad actors. When you sit back and
look at the industry, there are a few companies that have a very large portion of
the market who operate 100 percent within the statute. You also have the small
segment of the industry that is shared among a bunch of other players and in
that bunch inevitably there will be somebody who does not live by the existing
statute or is going to find the gray areas and work down the gray areas. Those
practices have to stop.

SENATOR TiFFANY:
Would you like to see further movement on section 42 of the bill?

MR. MARCHESI:
Absolutely

SENATOR LEE: _
| would like to ask about the underwriting process for mainstream lenders.

MR. MARCHES!:

Underwriting in the industry is very broad and different companies conduct
underwriting in vastly different ways. The high underwriting company can do
things from pulling credit reports 10 pulling tele-track. This gives you a read on
the customer’s repayment behavior. Those who use this service will take the
information they get and use it in the decision about whether they should or
should not loan.

The other end of the spectrum is that you look to see if a person has a bank
account and a job and then do your underwriting through confirming other items
that are on their application. The breadth of underwriting can really go quite
some way. In the free market system, each operator makes that decision on
their own. If you say the limited underwriter is doing the limited underwriting so
he can use the back end as an income source, A.B. 384 takes care of that.

You brought up the consumer with 16 loans. The consumer has responsibility in
determining what credit they use and where they use it. Our task force became
an education to both sides. We helped the people who were on the task force
and taught them about the business; likewise, they taught us a lot about their
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concerns. Overall, the matrix of people who use the product use it responsibly.
f understand the people who Assemblywoman Buckley sees in her real-world
job. We want to encourage consumer responsihility. A lot of this bill is to try to
get these best practices in the statute.

SENATOR LEE:
| would agree that your demographics are typically a guy in his mid-30s with a
wife and child.

MR. MARCHESI;

Qur customers are middle income, well educated and homeowners who are
hard-working Americans. It is not the other extreme who get painted in the
media a lot, the poorest of the poor, who are using the product. Looking at it
from a business standpoint, would it make sense for us to loan money to people
who could not legitimately have a chance to pay us back? The answer is no.

NATASHA FOOMAN (Advance America):

| want to state for the record that we really appreciate all the effort and time
Assemblywoman Buckley and her staff have put into this bill in bringing the
industry and consumer groups together. My colleagues and | believe in
responsible lending and that is why we are here at the table today in support of
this bill conceptually.

SENATOR TIFFANY:
Are you aware of anybody in the industry who provides training to high school
or college students?

MR. THOMSON:
Community Financial Services Association {CFSA) has a financial literacy
program called CFSA-access that is made available to whomever would like it.

SENATOR TIFFANY:
Do you reach out to do some education?

MR. THOMSON:
Yes
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SENATOR TIFFANY:
| believe Wells Fargo Bank offers education, too. | know we had addressed this,
Mr. Chair, because you were concerned whether there was curriculum available.

CHAIR TOWNSEND: : :

Maybe we need a coordination of those efforts or a real focused opportunity we
can work on over the next few years to make this education available. | used to
teach a Junior Achievement class in junior high school. It was one of the most
enjoyable things I did. | would leave the class after teaching so excited because
the kids just soak up this information. | was thinking if the students are so
excited about the class, why is Junior Achievement teaching these classes
instead of the school system.

Mike REED (Vice President, General Counsel, Loan Max):

We did not know about A.B. 384 until a few days before it was scheduled for a
floor vote in the Assembly. We are appreciative of the Assembly majority
leader’s willingness to work with us to address some of our concerns. Our
company strongly supports reasonable regulation. Some. concepts related to title
loans were worked out between some members of the title-loan industry and
the Assembly majority leader’s staff. | have not had an opportunity to review
that language yet but my company fully supports the concepts as they were
presented to me. We look forward to working with this Committee and the
Assembly majority leader to finalize A.B. 384, and we will be back on Monday.

ROBERT REICH (Director, Consumer Lending Alliance National Organization of
Affiliated Title Lenders):

Our association and member companies deeply respect, want and need
regulated environments. This bill goes a iong way in providing a structure that
really promotes a set of best practices which most title lenders in the State
follow. All title lenders in the State would have a good road map and not have
some of the fringe, fly-by-night operators. We agree conceptually with A.B. 384
as well. '

Unlike payday loans, there can be no concept of muitiple loans to a title-loan
customer. There can be only one lien on a vehicle so someone cannot take that
vehicle around to multiple lenders and have 18 to 20 different loans in those
extreme cases.
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We have just seen the language when it was handed out to Committee. We
need some time to review it over the weekend. The last set of discussion
happened yesterday. We just want to make sure that there are no unintended
consequences in the language, and we will be studying the bill over the
weekend to ensure that such is not the case.

CHAIR TOWNSEND: :

Assemblywoman Smith asked me to put wrltten testimony from Robbin Novello
{Exhibit J} in the record. | will read from Exhibit J: “After some time, 1 received
notice | was being taken to court, but even though the loan was obtained at a
Sun Valley Loan store, | was taken to court in Las Vegas. Naturally, | could not
take time off of work to go in the middle of the week, so of course, was
‘defaulted’.” Assemblywoman Buckley, is there a section in the bill that
[ possibly missed that deals with this type of situation?

ASSEMBLYWOMAN BUCKLEY: :
| do not thll‘lk that is in the bill. [t wouild be in the prohlbmve practices section if
it was and we can certainly add that.

CHAIR TOWNSEND: :
| am not trying to put an amendment on this bill but I want i't to be considered
for Assemblywoman Smith's constituent.

MR. UFFELMAN:

| want to answer a couple of questions that you had asked unrelated to the bill.
Senate Bill {S.B.) 459, which the Senate passed on April 25, 2005, and is now
over in the Assembly Committee on Education, specificailly deals with financial
education in the school system in Nevada. The Nevada Bankers Association
‘provides free of charge to all Nevada teachers who request it a program called
“Banking Is.” As mentioned, Wells Fargo Bank has a program and several
organizations have free curriculum on financial responsibility. The month of April
was financial literacy month and April 26 was teach children to save day. There
is a wide variety of programs available to educators to teach the young about
finance. -

SENATE BILL 459 {1st Reprint): Requires instruction in financial responsibility in
public high schools. (BDR 34-1093)
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The Nevada Bankers Association appreciates Assemblywoman Buckley’s actions
on this bill. We are 99.99 percent ready with the bill. We have one little addition
that we just presented to her in the last couple of minutes because we saw the
change this morning. | have sent to Kevin Powers and Scott Young a URL for
the Federal Deposit Insurance Corporation {FDIC} Financial [nstitution Letter
1405A issued on March 1, 2005. It gives you all the details if a bank is going to
do payday lending with restrictions and requirements related to it. This also
applies to the credit unions. It is a tough business; it is sub-prime lending. It is
an endless treadmill from the bank’s side. Some of the banks that have direct
deposit with customers do allow advances against the direct deposit because
they know the meney is coming.

JOSEPH W. BROWN (Security Finance Company):

We are regulated by chapter 675 of the NRS as an installment-loan lender. We
support the bill as amended. It needs a little bit of fine-tuning and | will allow
Mr. Holt to explain that.

PHiLLIP HOLT (Vice President of Government Relations, Security Financial of
Spartanburg, South Carolina):

Our business practice is very similar to those that have been outlined. However,
as an instaliment lender, we do not do payday loans so we do not take
post-dated checks. Some of the issues we have regarding the simple payback
process and the way it is being lumped into one sum as some of the examples
were laid out on the overhead today. The information (Exhibit K} | will be
handing out to you today shows we are members of the American Financial
Services Association which is one of the largest trade groups for lenders in the
State. We are large supporters of financial literacy but the difficulty is you can
only do so much. The school districts have to be willing to find time in their
curriculum to do these free educational programs for the junior high and high
school levels. As Mr. Brown indicated, we are very close to reaching a complete
agreement with the bill and took forward to working with you.

SANDRA J. PERRY (Cash Express/Money Express Catalog Sales, Incorporated):

| am not here today to address some of the concerns that the major players
within the industry have already adequately addressed. | just want to address
concerns that | have as a small-business owner. | have concerns (Exhibit L)} on
the bill. Section 8; section 23; section 42, subsection 2, paragraph (a) and
section 42, subsection 3, paragraph {a) of A.B. 384 concern default. | know the
Legislators are trying to help the consumer and make it easier for all of us to
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operate within the framework of the law. | do see a problem with this. The
problem is addressed in Exhibit L. | have a question, how are we supposed to
operate within this framework and still make a profit? We now work with our
customers on an individual basis. We try to do whatever they want to do and
make it work for both parties.

In the example | have given in Exhibit L, under the proposed bill as written, we
would be forced to deposit the borrower’s check on Saturday. This would be in
the hopes of avoiding having our money out for a term of over 18 weeks. The
18 weeks would include 4 months and 15 days from date of notice of default.
There is a strong possibility that by depositing that person’s check on Saturday
as A.B. 384 proposes, our check or others that this person has written will be
returned because of non-sufficient funds (NSF). In the event our check is
returned, an additional $25 will be added to their fees. At this point the
borrower may be faced with numerous returned bank charges that could
possibly add up to $175 or more for a small $100 loan. On a $100 loan, it
would cost them 4 cents a day for 8 weeks if we charged interest. | ask you as
a business owner trying to make a profit, what would you do?

| do have a suggestion for a solution. | think the period of defauit should not be
on the day that it is due. There should be a period of at least 15 days in which
to allow us to confer with our customer to possibly make an extension or work
something out. We should be aliowed to charge interest during this period of
time. This is my request in regard to that portion of the bill.

CHAIR TOWNSEND:
Are you looking at the printed bill or do you have a copy of the changes to the
bill that we faxed or e-mailed to you?

Ms. PERRY:
| pulled the amended bill off the Internet.

CHAIR TOWNSEND: :
There is a mock-up amended version. When | look at your section 8, it may not
be the same one. What is the next section you are on?
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Ms. PERRY:
The next section | would like to address is section 39. My question and solution

are discussed in Exhibit L.

CHAIR TOWNSEND:
You were making reference to section 39 of the bill?

Ms. PERRY:
Yes.

CHAIR TOWNSEND:
[ have written testimony {Exhibit M) from D.C. Younger who could not be

present today.
| will close the hearing on A.B. 384 and | will open the hearing on A.B. 340.

ASSEMBLY BILL 340 (1st Reprint): Revises provisions relating to certain
short-term, high interest loans. {BDR 52-126)

ASSEMBLYWOMAN CHRIS GIUNCHIGLIANI {Assembly District No. 9):
My student intern, Chris Dorman, has been working on this legislation and has
worked through the changes as well as the original presentation.

CHRIs DORMAN {Intern to Assemblywoman Giunchigliani):

The bill has been reduced significantly from its original form. It addresses only
two issues regarding the marginal-lending industry. It would require counties,
cities and the like to set up zoning laws regarding payday-loan places and
title-loan businesses. | have a proposed amendment to A.B. 340 (Exhibit N).
These restrictions would not apply ideally to counties with populations under
100,000 people. If local government has already adopted regulations regarding
the zoning for payday-loan businesses or title-loan businesses, it would not
apply either. The city of Las Vegas, North Las Vegas and Clark County have
already adopted zoning laws specifically regarding the payday-loan industry.

The second issue of the act deals with refund anticipation loans (RALs). | have
handed out some articles (Exhibit O} regarding this issue. This is just a first step
in what the State should do to regulate this industry. The RALs are tax
preparation services like H&R Block that are willing to provide an advance to a
consumer on what they believe their tax refund will be based on the work they
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provisions of the chapter within that common, standard dictionary
definition.

SENATOR HECK:
If we are going to use the common, customary definition, what was your
intent? 1s this like an automated teller machine (ATM) type device?

ASSEMBLYWOMAN GIUNCHIGLIANI;
Yes,

CHAIR TOWNSEND:

When | first read this, | thought about a kiosk being a small structure in which a
salesperson stands similar to the ones they put in center of malls down the
walkways.

ASSEMBLYWOMAN GIUNCHIGLIANI:
There may be a different term that we would prefer to use.

MR. POWERS:
Mr. Chairman, | might add as well that ... A.B. 340 prohibits the
Commissioner from issuing a license for a person to do business at
a kiosk, whereas A.B. 384 does not have that prohibition. in fact,
A.B. 384 permits that activity as long as it falls under that new
regulatory chapter. So, there is a conflict between the two bills,

Ms. PERRY: :

| was a little unsure of what the meaning of kiosk was referring to within our
industry. In an effort to try to protect my branch stores and the income 1 receive
from those stores, | might mention my branch in Henderson is inside a
Smith’s store and it is with a PostNet Express. All of our business is handled
through our main branch where we do all the contracts and approvals and do all
the contacts with the customer so the store is utilized as simply a means to give
out money and take in money. Everything else is provided from the main store

by either fax or e-mail. My written concerns are stated in my handout
{Exhibit P}.

CHAIR TOWNSEND:
What does your store look iike?
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Ms. PERRY:

The store is as you would see PostNet Express within a Smith’s grocery. There
is a counter and it is a space that is utilized for two different services. That
would be express mailing and also the service of my business.

CHAIR TOWNSEND:
We would have to ask the sponsor of the bill if that is the type of thing she was

including.

ASSEMBLYWOMAN GIUNCHIGLIANI:
No, it would not be.

SENATCR HARDY:

We could probably statutorily define that because | know some of the small
stores like Sprint and AT&T in the mails, if you look them up in the internet, are
called kiosk stores. If we contemplate it being something other than that, we
ought to define it.

CHAIR TOWNSEND:

| believe Assemblywoman Giunchigliani is trying to establish someaone with
substance, someone who is going to be there tomarrow, a month from now or a
year from now. Longevity is what you are looking for so if a customer has a
problem they have an appropriate place to go.

| have written testimony from people who could not attend today’s meeting.
The written testimony is from Ronald L. Barrett {Exhibit Q), Julie Cairns
(Exhibit R) and Ken Indra (Exhibit S}. There are also concerns from D.C. Younger
on this bill in Exhibit M.

MR. MARCHES!:

The bill has three primary sections. The first is the 800 number; the industry is
in support of the 800 number. The second issue is the requirement for the
municipalities to form some restrictions or guidelines on how the industry ought
to behave. We have worked very closely with Assemblywoman Giunchigliani on
the bill we believe that should be left in the hands of the municipalities and not
be dictated by the state government. Our view is that it would be an
unnecessary provision at this point and allow them to do that. The third issue
| want to talk about is the RALs. There are a tremendous number of federal
regulations that are required anytime that you do one of those loans. In the
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issue of posting the rates, there are a vast number of different ways that those
products are done and | do not think there would be any objections.

| will not go into a defense of H&R Block, because | do not know anything about
their lawsuits. in general, there are already a lot of federal regulations in the
area of RALs.

CHAIR TOWNSEND:

| never thought about RALs in terms of what we talked about in the previous
bill.

MR. MARCHESL:

It is a completely different product. My company does tax preparation; we do
not do RALs. One of the things done at the end is to offer the customer an
option. Do you want us to submit your return by mail, electronically, or do you
want to take an advance on the return. it is not a product that we do because it

is a federal product. We are just an agent of a company, Bank One, that does
RALs.

CHAIR TOWNSEND:
Are you going to start offering credit cards, too?

MR. MARCHESI:

Yes, | think with the brick and mortar stores there are a lot of financial services
that really make sense for those of us who have brick and mortar stores. An
answer to your Internet gquestion, yes, there are people who provide RALs via
the Internet. 1 know they are offered because at the end of the Turbo Tax
program there are options that you can select.

MR. UFFELMAN:
A kiosk is defined as a small area set off by walls for a special use.

You have recognized the need to integrate A.B. 340 with A.B. 384. We would
like to urge at the minimum that the Division of Financial institutions,
Department of Business and Industry, look for guidance in the words of
A.B. 384 when it comes to the definition of payday loans.
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MR. POWERS:
Mr. Chairman, to follow up on that, there are several sections in
A.B. 340 that would need to be altered or incorporated in the
A.B. 384 if we are going to process this bill. The reason being is
that A.B. 384 eliminates chapter 604 of NRS and then payday
loans are all put in the new chapter in A.B. 384; so are the
provisions in 675 dealing with payday loans in A.B. 340.

CHAIR TOWNSEND:
If the Committee is interested in any provisions of A.B. 340, maybe, they
should go appropriately into the other one just because it has been restructured.

MR. POWERS:
Yes, Mr. Chairman, in my review of A.B. 340 is that sections 3
and 4 of the bill dealing with zoning could stand on their own and
be unconnected completely with A.B, 384. They refer to
check-cashing services or deferred-deposit services pursuant to
chapter 604 of NRS but that sort of conflict can be resolved at the
end of the Session. Then, section 7 dealing with the tax-refund
anticipation loans, that could stand on its own in chapter 6875 of
NRS.

MR. MARCHESI:
One other thing for the Committee to consider is S.B. 431, which is
Commissioner Tidd's bill, which also will require some integration into these
other two bills.

SENATE BILL 431 {1st Reprint): Makes various changes to provisions governing

financial institutions and related business entities. (BDR 55-361)

MR. POWERS!:
That is correct, Mr. Chairman. That bill also contains provisions
dealing with chapters 6804 and 875 of NRS. That is in the
Assembly side so they would have to consider that either during
their deliberations in commerce and labor or when the bills are
enrolled resolving them at the end of Session.
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CHAIRMAN TOWNSEND:
| will leave that up to you in terms of your workload, if you just want to leave it
for reconciliation or at the end, rather than trying to fix them all at once.

MR. POWERS:
“That may be one approach. | think with A.B. 340 and A. B 384 that can be
done in this Committee as we send them out.”

CHAIR TOWNSEND:
] will close the hearing on A.B. 340 and open the hearing on A.B. 437.

ASSEMBLY BILL 437 (1st Reprint): Revises provisions governing manufactured
home parks. (BDR 10-1027)

JOSEPH GUILD (Manufactured Home Community Owners):

Assemblywoman Buckley was going to join me here and there is an amendment
in my handwriting {Exhibit T). Assemblywoman Buckley's executive assistant is
typing a version of this as we speak. For Mr. Young’'s purposes and for the
permanent record of the Committee, you will have a typed version of the
amendment (Exhibit U).

Assembly Bill 437 is a product of a collaboration between various groups of
people interested in mobile home parks, tenants and landlords. Years ago, the
then majority leader, Assemblyman Perkins, asked the groups to get together
during the interim if there were necessary revisions to chapter 118B of the NRS,
which is the mobile-home-landiord-tenant law in the State, bringing to the
Legislature the consensus bill so we would not have to battle the bills, which
was the occurrence for many Sessions prior to that. You have the collaborative
effort before you. This is really a clean-up bill; there are no big changes here.

| will start with section 1 of the bill. If a landlord bills individually for utility
charges, they must post or provide each tenant who is affected a copy of the
utility bill for the park. The tenants then know what the park is paying in
addition to what they are paying.

Section 3 of the bill states that when, as is required after 2b percent of the
persons in a mobile home park or manufactured-home community ask for a
meeting with the owner of the park, that somebody with some authority to
make decisions and with an understanding of the operations of that park, meet
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