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A BILL FOR AN ACT TO DEFINE AND REGULATE THE BUSINESS or 

LENDING IN AMOUNTS or t3001oR LESS; TO AUTHORIZE THE LICENSING or 

PERSONS ENGAGED IN SUCH BUSINESS; TO Pl2UIIT SUCH LICENSEES TO KAKE 

CHARGES AT A GREATER RATE THAN LENDERS NOT LICENSED HEREUNDER: TO 

_PRESCRIBE MAXIMUM RATES OF CHARGE WHICH LICENSEES ARE PERMITTED TO 

MAKE; TO REGULATE ASSIGNMENTS OF WAGES OR SALARIES, EARNED OR TO BE 

EARNED, WHEN GIVEN AS SECURITY FOR A LOAN OF OR AS CONSIDERATION FOR 

A PAYMENT OF 13001 OR LESS; TO PROVIDE FOR THE ADMINISTRATION AND 

ENFORCEMENT OF THIS ACT AND FOR THE ISSUANCE OF REGULATIONS AND 

ORDERS THEREFOR; TO AUTHORIZE THE MAKING OF EXAMINATIONS AND INVEST!-. 
GATIONS AND THE PUBLICATION OF REPORTS THEREOF; TO PROVIDE FOR A 

REVIEW OF ADMINISTRATIVE ACTS HEREUNDER; [2;] TO PRESCRIBE PENALTIES; 

AND TO REPEAL [3] AND TO REPEAL ALL ACTS AND PARTS OF ACTS WHETHER 

GENERAL, SPECIAL, OR LOCAL, WHICH RELATE TO 'I'IiE SAME SUBJECT MATTER 

AS T~IS ACT, SO FAR AS THEY ARE INCONSISTENT WITH THE PROVISIONS OF 

THIS ACT. 

(ENACTING CLAUSE) 

SECTION l 

(a) DECLARATION OF LEGISLATIVE INTENT.~ The legislature finds 

as. facts and determines that: 

1. There exists among citizens of this state a widespread demand 

for small loans. The scope and intensity of this demand have been 

increased progressively by many social and economic forces. 

2. The expense of making and collecting small loans, which are 

usually made on comparatively unsubstantial security to wage-earners, 

salariec employee, and other persons of relatively low incomes is 

necessarily high in relation to the amounts lent. 

3. Such loans cannot be made profitably under the limitations. 

imposed by existing laws relating to interest and usury. These limi­

tations have tended to exclude lawful enterprises from the small ioan 

field. Since the demand for small loans cannot be legislated out of 

existence, many small borrowers have been left to the mercy of those 

willing to bear the opprobrium and risk the penalties of usury for 

a large profit. 

4. Interest charges are often disguised by the use of subter-

ruges to evade the ueury law. These- subterfuges are so complicated 

and techn1oal that the usual borrower or small sums is defenseless 

~•ur1o~• nature or the tranaaot1on aa4 ot 



his legal rights. 

5. As a result, borroweru or small sums are being exploited, to 

the injury of the borrower, h1e dependents, and the general public. 

Charges are generally exorbitant in relation to those necessary to the 

conduct of a legitimate small loan business; trickery and fraud are 

common; and oppressive collection practices are prevalent. 

6. These evils ~haracteri~e and distinguish loans of $300 or 

less. Legislation to control this class of loans is necessary to pro­

tect the public welfare. 

7. It is the intent of the legislature in enacting this law to 

bring under public supervision those engaged in the business of making 

such loans, to eliminate practices that facilitate abuse of borrowers, 

to establish a system of regulation fort c purpose of insuring honest 

and efficient small loan service and of stimulating co~petitive 

reductions in charges, to allow ltndcrs who mee t the condition3 of 

this· Aot a rate of charge sufficiently high to p0 r ffiit a busi ess 

profit, and to provide the administrative machinery necessary for 

effective enforcement. 

(b) DEFINITIONS. The following words and t ~r ms when used in this 

Act shall have the followinb meanings unles s the context clearly re­

quires a different meaning. The meanlng ascribed to the singular form 

shall apply also to tho plural. 

"PERSON" shall include individuals, co partnerships, assoclations, 

trusts, corporations, and any ot h~r le gal entities. 

"LICENSE" shall mean a license, i s su d under the au thority of t his 

Act, to make loans in accordance with the provi ions of t his Act a t a 

single place of busines. 

"LICENSEE" shall mean a person to whom one or more licenses have been 

issued. 

"CO?-™ISoIONER" shall mean the Commies ioner of Banking. 5 

"DEPARTMENT" shall mean the Department of Bunking. 6 

SECTION 2 

{a) ~OPE. No person shall engage in the business of l ending in 

amounts of i300 or less ~nd contract for, exact, or r eceive , directly 

or indirec-tly, on or 1n connection with any such lo r;,:tn, any char ges 

whether for interest, compensation, consideration, or expense , which 

1n the aggregate are greater than ______ ,7 except as provided in 

and authorized by this Act and without first having obtained a license 
•, 
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trom the Comm1sa1oner. For the purpose of this seotion, a loan shall . 

be deemed to be in the amount of 1300 or less if the net amount or 

value advanced to or on behalf of the borrower, after deducting all 

payments for interest, principal, expenses, and charges of any nature 

taken substantially contemporaneously with the making of the loan, 

does not exceed $300. 

(b) EXEMPTIONS. No person doing business under the aut·1ori ty of 

any law of this state or of t~e United States rel&ting to banks, 

savings banks, trust compani~s, savings or building and loan associa­

tions, [S,J or credit unions shall be eligible to become a licensee 

under thi~ Act, nor shall this Act apply to any buelness tran3 acted by 

any such person under th authority of and as permitt ed by any such 

law, nor t o any bona fide paw~broking bus iness tranGacted under a 

pawnbroker's license. 

(c) EVASIONS. The provisions of sub~ ection (a) of t hi s soctior. 

shall apply to any person who s eeks to evade its up;> lico.tion by any 

device , subterfuge , or pretense ••hatsouver inc l uding, but not thereby 

limiting the gendrality of the foregoing: the loan, forbeurance, use, 

or sale of credit (as guo.rcntor, our ety, 11ndorser, co-maker, or 

otherwise), money, oods, or things in action; t he use of collateral 

or r elated sales or purchases of goodo or oerviccFi, or agr mcnto to 

sell or purchase, whether rea l or pretandod; receiving or c arging 

compensation for goods or oervices, whet~or or not sold, d, livered, 

or provided; ~nd the r eal or pretended negotiatior., arrangeme nt, or 

procurmcnt of a loan through a~y us e or activity uf a third person, 

whether roal or fictitious. 

(d) Pi:NALTY. Any p erson an1 the several me b ,rs, officers, 

directors, agents, and employee thereof, wit 'J shall violate or partici­

pate in tho violation of any provision or subsection (a) of this 

section shall be guilty of a misdemeanor and upon conviction ther aof 

shall be puniohablo by a fine of not more than $1,000 und not less 

than $100, or by imprisonment of not more t~an six months, or by both 

auoh fin e and 1mpr. sonment, in the discretion of the court.9 Any 

contract of loan i r. the making or collection of which any act shall 

have been done which violates s ubsect1 n (a) of t his section shall be 

vold and the lendor shall have no right to collect, rec ei ve , ')r r etain 

any principal, interest, or charges whatsoev r. 
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SECTION 3 
~PLICATION AND f!I.. Application for a license shall be in 

writing, under oath, and in the form prescribed by the Commissioner. 

The application shall give the exact location where the business is to 

be conducted and shall contain such further relevant information as 

the Commissioner may r equire, including the names and addresses of 

the partners, officers, directors, or trustees, and of such of the 

principal owners or members as will provide the basis for the investi­

gations and findings contemplated by section 4 of t his Act. At the 

time of making such application, the applicant shall pay to the 

Commissioner the sum of 150 as a fe e for investigating the application 

and the sum of JlOO as~ license f ee for the period ending on t he 

last day of the current calendar year; provided, that if tho license 

1a granted after June t hirtieth n any year the l i c ense fe e shall be 

SEC? ION 4 

(a) INVESTIGATIO~ Q[ APPLICATION. Upon the filin g of such appl!-• 

cation and the payment of a~ch f oe s, the Commis3ioner shall inveatig;?. J 

the facts concerning the application and t ho requirements provined 

for in subsection (b) of thi s s ection. At least t wenty days before 

entering t he order gr anting or denyln such applica tion, he shall 

mail a notice of the r eceipt of t he applicat i on to each licens ee 

having o. place of busine os in the community where the applicant pro­

poses to do busincs a:1d he rn~:.y mail such a notic e to such other 

persons, a&eociat1ons an 1natitu~1one ,s he may s ee flt. The 

Commissioner shal l gr ant or deny ach a plica tion for · l ic ense 

within sixty dnys from the filin ther eof with t he r equi red informa­

tion and f oes unle os the period is ext ended by writt en agr eement 

between the applicant and tho Commi ssionor. 

( b) ISSUAl°CE OF LICENSE. If i iic Corr.mi es 1oner shal l fi nd ( 1) 

t hat th f inancial r ospons ib111ty, experi enc e , char acter, a:id ener al 

fitness of t he applicant are such as to command t he conf idenc ~ of t he 

public and to warrant belief that tho busine swill be operated 

l aiifully, hon stly, fairly, and eff iciontly, w1 thin the purryoses of 

t hi s Act, and (2) that allowing such applicant to engage in bu lne ae 

will promot e the convenience and dvantage of the community in wh ich 

tho lice eed o flee is to be locat ed, and (3) t ' a t t he applic ant has 

availabl e for the operation of such business at the pecifiod location , 
liquid assets or at least t20,ooo, 10 he shall thereupon enter an order 



granting such application, and tile his tlndings with the Department, 

and forthwith issue and deliver a license to the applicant. 

(c) DENIAL Q!. LICENSE. If the Commissioner shall not so find, 

he shall enter an order denying such application and forthwith notify 

the applicant of the denial, returning the license fee but retaining 

the -investigation fee. Within ten days after the entry of such an 

order he shall file with the Department his findings and a summary of 

the evidence supporting them and shall forthwith deliver a copy 

thereof to the applicant. 

SECTION 5 
(a) POSTING OF LICENSE. Each license shall state the address at 

which the business is to be conducte and shall s tat e fully the name 

of the licensee, and if the license~ ls a co-partnership or associa­

tion, the names of the memb rs ther of, nu if ~ corpor a tion, the 

date and place of its incor oration. Each licens e ~hLl l be kept 

conspicuouol. posted in t he l ie :-wed place of buslnes o and ethall not 

be transferabl9 or asslgnablu. 

( b) CO.I TINUI ___ ; A 'NtJ,:J, FEE . Ea.c · l l c • nee sh.::.11 remain in 

full force and effect until sur cndered, r evok d, or s uspende d aa 

hereinaft ~r p~ovid d. Ev ~ry license hall , on 0 1· befor e t h · t enth 

day of eac~ Doc emb r, pay to the Comml ~s lon ~r the Gum of ilOO for each 

license held ~Y him, as u license f eu r or th succo cd n " c.:1lcndar 

y ear. 

( c) MIN MUM ASSETS. Ev ~ r y llc •ne 1.. • d ul l m.:1lr,taln as eta of a t 
. 

least i20,00010 eith r u d or r o·dlly ava i l ~bl for us u in th- con-

duct of t he busL ss of each lic.J. d office. 

SECTIOI 6 

(a ) PLACE OF BUSINESS. ot 1orc '.1 n on1: place of busln · s shall 

be maint lncd under the acme license, bu t t1 0 Commiss ioner LY issue 

additionul licenses to the~ llc&nsec u on com 11&nc u wit~ ~11 the 

rov1s1ons of thl~ Act gove,..ning i 8suance of sin le licens • 

(b) REMOVAL. No chtn e in the pl~ cc of busln s o f u 1 c enso 

to a location outside of the original city or town11 s , 11 b er­

mitt d under the so.me license. Wh ,n a l icons oe \•1ishe s t o c n o his 

lace of bu lno a wi thin the oc.mo city or town, 11 h s h"' 1 l ve 

written notice ther eof to the Commission0r who shall invac tl the 

facts and, if he shal l find (1) tha t ~llowing the llcens oe to cl n go 

in buainoes in the proposed looat1on is not dotr1 ental to th13 
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aonvenience and advantage of the community an~ (2) that the proposed 

location 1s reasonably accessible to borrowers under existing loan 

contracts, he shall enter an order ~ermitting the change and saall 

amend the license accordingly. If the Commissioner shall not so find 

he shall enter an order denying the licensee such permission in the 

manner specified in and subject to the provisions of section 4(c) or 

this Act. 

(c) RESIDENCE OF BORROWER. Nothing in this Act shall be con­

strued to limit the loans of any licensee to residents of the commun­

ity in which the licensed place of bu~iness is situated. 

SECTION 7 

(a) REVOCATION OF LICENSE. The CorrJT1l sioner shall, upon ten 

days' written notice to the licensoo statin • t he conta plated action 

and in general the grounds therefor, und upon reaoonabla opportunity 

to be heard, r evok~ any license lssued hereund0r if he finds that: 

1. The licens ee has fail ed to pay the annual license f oe ; or 

-that 

2. The licens ee , ~1thcr knowingly or lthout th ~xcrcis o of 

due care to preven t the same , has violat ed any provislo of this Act 

or any r egulation or ord r lawfully mad pursuant to and wi thin the 

authority of this Act; or that 

3. Any f act or condi tion exists~ ich, if lt had xistod or 

had be l'.: n known to oxlst ut t h0 time of. t he origlnc.l ap , ltcntion for 

such license , clearly wo huve Justified the Cammi slon ,r in 

refusing originally t o i ssue uc l ic ence . 

(b) SUSPENSION OF LICE SE. I f the Co ,isslon•?r finds that 

probable cause for r ~voca tion of a ny license exists nd th t ~nforce­

ment of the Act r equires im rredi a te suspensio of such lie ·nse . ending 

investigation, he may , upon three d ys' written notice and a hc£.ring , 

enter n order cuspend lng such lice~sc tor p•rlod not exc cding 

thirty days. 

(c) RECORD AND !· OTICE. Whenev 3r t he Commissioner s:1all r evoke 

or au pend a lic ense issu d pursuant to this Act, he shall ent er n 

order to that eff ect and forthwith notify tho license of the 

revocation or suspension . Within five days fter t :1e entry of such 

an order he shall file with th , Dopartment his findi and a u mary 

of the vidence aup ·:ortin th orn and ho shall fort with deliver t... copy 

thereof to the licensee. 



(d) SURRENDER Qt LICENSE. Any 11oenoee may surrender any 

license by delivering it to the Commissioner with written notice or 

its surrender, but such surrender shall not affect his civil or 

criminal liability for acts committed prior thereto. 

(e) PRE-EXISTING CONTRACTS. No revocation, suspension, or surren­

der of any license shall impair or .affect the obligation of any pre­

existing lawful contract between the licensee and any borrower. 

( ) REINSTATEMENT QE. LICENSE. The Commissioner may reinstate 

suspended licenoes or issue new licenses to a person whose license or 

licenses have been revoked if no fact or conditlon then exists which 

clearly would have Justified tho Commissioner in refusing originally 

to issue such license under this Act. 

S:!.CTION g 

(a) EXAMINATION QE. LICE SEZS. At 1 ast one ~ each year the 

Commissioner or his duly aut horized r res entatlv es ~hall make an 

examlnation of the plac e of business of each licer a ~ and of the loans, 

transactions, booY.s, pa ors, and records of such licensee so far as 

they pertain to t '1 busines s lie nsed under this Act. Th actual 

coot of examination shall be paid to the Commi ss ion r by each licensee 

so examined, and the Commissioner may maln t uin an action for the 

recovery of sUch costs in any court o com ~tent Jurisdiction. 

(b) I VESTIGATIONS. For the uurpo e of discovcrln ~ viol~tione of 

this Act or f securin g inform1 tion la1-,fulJ J r equir e;d h':) r eundor, the 

Commission,:r or hls duly au thorized r epr \;oentatives may at any time 

1nves t1g tc the busi ess and xam n tho books, accc nts, papers, and 

records used thor oin, of (1) ny lie ns ea, (2) nny other person 

engaged in the business doocribcd in s ub- ectlon 2( a ) of thi s Act or 

participat ing in such business ao princl~~l, age t, brok er, or other­

wise, and (3) any per on who the ComM issionor has r easonabl e cause to 

bell v is violating or is about to violate ny provision of thi s Act , 

whethur or not such person eharl cla im to be within the authority or 

beyond the scop of t his Act. For purpose of this section, any 

per son who uhall advertise tor, solicit, or hold himself out as 

willing to make loan transaction in the amount or of t he vul ue of 

$300 or le shall be presumed to be engaged in th~ busi ness des cribed 

in sub-a otion 2(a) of this Act. 

(c) A~CESS TO RECORDS; iITNESSES. For the purpos of this 

section, the Commission:•r or his duly authorized r epres entatives shall 

have and be g1von free aocooo to the offices and places of business, 



files, 3afes, and vaults or all such persons, and shall have authority 

to require the attendance of any person nnd to examine h1m under 

oath12 relative to such loans or such business or to the subject 

matter of any examination, 1nvest1gat1on, or hearing. 

(d) CEASE AND DESIST ORDERS; INJUNCTIONS; RECEIVERS. Whenever 

the Commissioner ha~ reasonable cause to believe that any person is 

violating or is threatening to or intends to violate any rovision of 

this Act, he may ln addition to all actions provided for in this Act 

am without prejudice thereto enter an order requiring such person to 

desist or to refrain from such violation; and an action may be brought 

on the relation of the Attorney General and the Commissioner13 to 

enjoin such person from engaging in or continuing such viol ation or 

from doing any act or acts in furtherance thereof. In any such 

action, an order or Judgment may be ont ._ r 1,;d awarding such preliminary 

or final injunction as may be de0med proper. In addit i on to all 

other means provided by law for the enforcement of a r es training order 

or injunction, the court in which such action is brought shall have 

power and Jurisdiction to impound, and to a point a receiver for the 

property and business of tho def endant, including books, papers, 

documents, and records p vrtaining ther0to or so much t~ r eof as the 

court may deem reason~bly necessary to prevent violations of thi s Act 

through or by mGans of the use of said property and bus i ness. Such 

receiver, h0n appointGd o.nd qualified, shall have such po•._rei-•s and 

duties as to custody, collaction, administration, winding up, and 

liquidation of such ropcrty a nd bu inc s~ as 3hall from time to time 

be conferred upon him by t ho court. 

SECTION 9 

(a) BOOKS AND RECORDS. Each 11censve shall keep and us e in his 

business such books, accounts, and records as wi~l enabl e the 

Commissioner to determine whether such lie ens ee is comply in .~ wl th the 

provisions of this Act and with the orders and r egul ~tlons lawfully 
• 

made by the Commissloner he reunder. Each lic ensee shall pr eserve 

sue books, accounts, und records for at least two ye rs ft er making 

thu f.nal entry on any loan recorded therein. 

(b) AINUAL REPORTS. Each lic ensee shall annu lly on or before 

the first day of March file a report with the Commi sloner giving 

such relevant information as he may reasonably require concern11g the 

business and operations during the preceding calendar year f or oach 
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licensed place of business conducted by such licensee within the 

state. Such report shall be made under oath and shall be in the form 

prescribed by the Commissioner, who shall make and publish annually 

an analysis and recapitulation of such reports. 

SECTION 10 

(a) REGULATIONS AND O~ERS. The Commissioner shall have author­

ity to make regulations and orders for the administration ad enforce­

ment ~f this Act, in addition hereto and not inconsistent herewith. 

Every regulation shall be promulgated by an order, and any rulin£, 

demand, requirement, or similar administrative act may be promulgated 

by an order. Every order shal l be in writing, shall state its 

effective date and the date of its promulgation, and shall be entered 

in an indexed permanent book whic1 shall be a public record. A copy 

of every order pr~mulgating a regulation and of ever y oth€r ardor 

containing a req~irement of general application shall be ~ailed to 

each licensee at least ten days before the effective date thereof. 

(b) CERTIFIED COPIES OF OtFICIAL DOCUMENTS. On application of 

any person and payment of the co ts th reof, tho Commissioner ah 11 

f~rnish, under his seal and signed by ~im or his deputy, a certified 

copy of any llcen ~, regulation, or order. In any court or pro­

ceeding such copy shall be prima fc:.cie evidence of the: fact uf the 

issuance of Huch liconsa, regulation, or order. 

_ SECTION 11 

(a) ~VERTISIIG. No lic ensee or othe r r son ·ubject to this 

Act shall advertise, display, dist1•'bute, or broadcast or ca s or 

permit to be advertised, display ed, distributed, or broadcast, in any 

manner whatsoever, any false, m1sleadin g1 or d0ceptive stntem nt or 

representation with egard to th rat es, t erms, or condi ; ions for 

loans in the amount or of th e valu e of ~300 or less. The Com l ss ioner 

ay require that charges or rates of charge, if stated b• 1 ic e:ns 

be stated fully end clearly in such manner as ho may deem nccoss to 

revent misunderstanding thereof by prospective borrowers. Tho 

Commissionur may ormlt r r e uire llce 1se s to r ef er in th eir ~ ver­

tising to the fact that their business is under stat e su. erviaion , 

subject to conditions imposed by him to pr vent an erroneous 

impression as to tho scope or d gro of protecti n rovided by his 

Act'. 

(b) SCHEDULE Qf. CHARGES. Each licensee slulll displey in oaoh 
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licensed place or buaine&a a full and accurate sohedUle or the rate1 

of charge upon all classes of loans currently to be made by him. 

SECTION 12 

(a) OTHER BUSINESS ,!!i ~ OFFICE. No licensee shall conduct 

the business of making loans under this Act w~th1n any office, suite, 

room, or place of business in which any other business is solicited or 

engaged in, or in association or oonJunotion with any other business, 

unless authority to do so is given by the Commissioner. Upon receipt 

of written application for such authority the Commissioner shall in­

vestigate the facts and, if he finds that the character of t he 

licensee and the nature of the other busi!'less warl'ant belief that 

such conduct of business would not conceal or facilitate viol ation or 

evasion of this Act or of regulations lawfully made ~ereunder, he 

shall enter an order granting such authority. If he shall not so find 

he shall enter an order denyin g such a thority in the manner speci­

fied in and s ubject to the provisions of section ~(c) of this Act. 

(b) BUSIKESS CONFINED TO LICENSED OFFICE. No lic ensee shall 

conduct the business of making loans pr£vided for by this Act under 

any name, or at any place of busines s within this state, other than 

that stated in the license. 

(c) LIENS ON RE.IL ESTATE , No licensee s hall take a li en upon 

real estate as s ecurity for any loan made under this Act, except such 

lien as is created by l aw through t he rendition or recording of a 

judgment. 14 

SECTION 13 

(a) MAXIMUM RATE OF CHARGE. Ever y licens e he r eund r may con­

tract for and r ecei ve , on any loan of mon .y not exceedi ng $300 in 

~mount, charges ta rate not cxce ding 3 p• r cont a mon th on that 

part of the unpaid principal balance of any loan not in excess of 

$100, and 2 per cent u month on any r emainder of such unpc d principal 

balance.15 No l ic ens ee ah 11 induce or permit uny pe r s on, nor any 

hus bRnd and wife, jointly or sevar al l y , t o bocome obligated, di rec t ly 

or contingontly or both, under more t .1~ n on '-7 con ract or l oan a t the 

same time , for the purpos e of obtcin ing a higher rate of char ge than 

ould otherwis e be permitted by t hi s section, 16 

(b) METHOD OF COMPUT I G CHARGES. C~a· es n l oans m de under 

this Act s hall not be paid, ded uc ~ed, or r eca1ved i n adv nee , Such 

charges shall not be oom ounded; pr ovided that, i f art or all of the 

oone14e~at1on for a loan contract is the unpaid principal balance of 
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a pl'lor loan, then the prl 

tract may include an, unpaid ohargea on the prior loan vh1oh have 

accrued within sixty days before the making or such loan contract. 

Such charges shall (1) be computed and paid only as a percentage per 

month of the unpaid principal balance or portions thereof, and (2) be 

so expressed in every obligation signed by the borrower, and (3) be 

computed on the basis of the number of days actually elapsed. For the 

purpose of computing charg , whether at the maximum rate or less, a 

month shall be any period ot 30 consecutive days and the rate of 

charge for each day shall be l/30th of the -monthly rate. 

(c) NO FURTHER CHARGES. In addition to the charges herein pro­

vided for, no further or other amount '"ha tsoever shall be directly or 

indirectly charged, contracted for, or received. If any amount in 

excess of the charges permitted by this Act is c~1arged, contracted 

for, or received, except as the r esult of an accidental and bona fide 

error of computation, the contract of loan shall be void, and the 

licensee shall have no right to collect or receiv e any principal, 

charges, or recompense whatsoever; and the licensee ~nd the several 

members, officers, directors, agents, and employee thereof who shall 

have participated in such violation, shall be guilty of a misdemeanor 

and upon conviction thereof shall be punishable by a fin e of not 

more than $1,000 and not less than $100 or by imprisonment of not 

more than six months, or by both such fine and imprisonment, in the 

discretion of the court.9 

SECTION 14 

(a) REQUIREMENTS [Q!!. MAKING AND PAYMENT OF LOANS. Every 

llcens ce shall: 

1. At the time any loan i~ mnde deliver to -the borro ier, or if 

there are two or more borrowers to one of them , a statement in the 

English langu age, on which shall be printed a copy of section 13 of 

this Act, disclosing in clear and distinct terms the amount and date 

of the loan, a schedule of payments or a description thereof, the 

type of t !-1 ' security, if any, for the 1 oan, t he name and address of 

the licens ed office and of each person primarily obligated on the 

note, and the agr ~ed r ate of charge; 

2. For each paymen t made on account of any such loan, give to 

the person making it at the time the payment ls mo.de a pl in and 

compl et e receipt sp ~ifylng the mount apolied to char es and the 

amo~t, if any applied to principal, and stating the unpaid principal 
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b~lance, it any~ of ~uoh loan; proY1de4 tbat an dn1tem1ze4 reoe1pt 

may be g1ven temporarily and replaced within a reasonable time with a 

reoeipt as prescribed above; 

3. Permit payment to be made in advance in any amount on any 

contract of loan at any time, but the licensee may apply such payment 

first to all charges in full at the agreed rate up to the date of such 

payment; 

4. Upon repayment or the loan in full, mark plainly every obli­

gation and security signed by any obligor with the word 11 Paid11 or 

"Cancelled," and release any mortgage, restore any pledge, and cancel 

and return any note and any assignment given to the licensee. 

(b) CONFESSI0 1S OF JUDGMENT; INCOMPLETE INSTRUMENTS. No licensee 

shall (l) . take any confession of judgment or any power of attorney 

running to himself or to ny third person to confess jud8Illent or to 

appear for the borrower 1n a judicial proceeding; nor (2) take any 

note, promise to pay, or instrument of security that does not disclose 

the amount of the loan, a schedule of payments or a description 

thereof, and the agroed rate of charge, nor any instrument ln which 

blanks are left to be filled in after execution . 

(c) INSTAL?~ENT PAYMENTS; CO TRACT PERIOD . No licensee shv.11 

ent ~r into any contrcct of loan undor this Act under which the 

borrower o.grees to make any payment of rincipal mor e than tw nty-one 

calendar months from the date of makin~ such contract. Every loan 

contract shall provide for r apayment of principell and charges in 

instalments which shall be oay~ble at aDproximately ~qu~l periodic 

intervals of time and which shall be so crranged that no instalment 

is substantially greater 1n amount t han eny r eceding inst lm ont. 

(d) PENALTY. Any contract of loun in the ma.kin or coll ction 

of which any provision of this section sho.:tl have boon vio l a t ed 

either knowingly or without the xercls e of du e car to pr event the 

same shall be void and the licensee sh 11 h ve no ri ght to collt.: tor 

receive a ny principal, charges , Qr recomp ense whatsoov r. 

SECTION 15 

INDEBTEDNESS OF~ THAN llQQ_. o licens ee sh ' ll directly or 

indirectly charge , contract for, or r eceive a r cat er rcte of 

interest th n 7 upon o.ny loan, or upon ny part or al l of ------
any aggregate 1ndcbt~dness of tha same p r son , in exce a of ~300 . 

The foregoing prohibition hall also a ply to any l ic ens ee who permits 

any person, as borrower or as andorser, guar ntor, or surety for any 
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borrower, or otherwise, or any huaband and wife Jointly or aeverall.J, 

to owe directly or oontlngently or_ both to the licensee at any time a 

sum of more than 1300 ror pr1no1pa1. 17 

SECTION 16 

WAGE PURCHASES. The payment of $300 or less in money, credit, 

goods, or things in action, as consideration for any sale or assignment 

of, or order for, the payment of wages, salary, comm1ss1ons, or other 

compensation for services, whether earned or to be earned, shall for 

the purposes of regulation under this Act be deemed a loan of money 

secured by such sale, assigrunent, or order. ~he amount by which such 

compensation so aold, assigned, or ordered paid exce ds the amount of 

such consideration actually paid shall for the purposes of regulation 

under this Act be deemed interest or charges upon such loan from the 

date of such payment to the date such compensation is payable. Such 

transaction shall b governed by and subject to the provisions of this 

Act. 

SECTION 1718 

(a) VALIDITY~ PAYMENT QE. ASSIGNMENTS. No assignment of or 

order for payment of any salary, wages, oomrniasions, or other compen­

sation for serv1ce3, earned or to be earned, ~iven to secure any loan 

made by any lic ens ee , shall be valld unless the amount of Guch loan 

1s paid to the borrower- simultunuously wit h its execution; nor shall 

any such asGignment or order, or any chattel rnortga e or other lien on 

household furniture then in th posse ' ion &.nd use of tho borrower, 

be valid unless it is in writin, ai nod in pe rson by tha borrowor, or 

if the borrower ls married unle s s it is signed in peri::on by both 

husband and wife , provided that writt en as~ent of a spous shall not 

be required when husband tlnd wife have been living separate and apart 

for u period of a t least flv months prior to the m!l.k ln of such 

assignment, order, mortgage, or l ien. 

(b) AMOUN'I COLLECTIBLE UNDER ASSIGNME1T. A valid ass i gnment or 

order for the payment of futur e salary, wages , comre i soion, or oth r 

compenac.tion for services, may be given as security for a loan ma o by 

any licens da and under such ass1 nment or order, a sum not to exceed 

10 per cont of the borrower'o salary, wages, commissions , or other 

oompdnsation for services shall be col lectibl fr om the employ ar of 

the borrower by the licons ou at the •time of each oaym nt to the 

borrower of such sal ry, wages , co m 1osi ons, or oth r compensation f or 
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troa the t1ae that a oop7 ot 1110h •••1P.Mnt, ftt'lt1e4 1W 
the oath ot the licensee or his agent, together with a a1m1larl7 

verified statement or the amount unpaid upon such loan and a printed 

oopy or this section, is served upon the employer. 

SECTION 18 

LOANS ~ELSEWHERE. No loan made outside this state in the 

amount or of the value ot 1300 or lesa tor which a greater rate of 

1nterest,-consideration, or charge• than is permitted by section 13 of 

this Act has been charged, contracted tor, or received shall be en­

forced in this state and every per•son in anywise participating therein 

in this state shall be subject to the provisions of this Act; provided 

that the foregoing shall not apply to loans legally made in any state 

under and in accordance with a regulatory small loan law similar in 

principle to this Act. 

SECTION 19 

REVIEW. In addition to any other remedy he may have, any 

licensee and any person considering himself aggrieved by any act or 

order of the Commissioner hereunder may, within 30 days from the 

entry of the order complained of, or within 60 days of the act com­

plained of if there la no order, bring an action in the 

Court to review such act or order. 19 

SECTION 20 

PRE-EXISTI G CONTRACTS. This Act or any part th~reof may be 

modified, amended, or repealed so as to effect a cancellation or 

alteration of any licen3e or right of a lioens ue hereunder, provided 

that such cancellation ur alteration shall not impair or affect tho 

obligation of any pre-existing lawful contract betwe en any licensee 

and any borrower. 

SECTION 21 

3TATUS OF PRE-EXISTING LICENSES. Any person having a license 

under [ 20], in force when this Aot becomes effective, shall notwith­

standing the r epeal of the said Aot, be deemed to have a license under 

this Act for a period expiring six months after the said eff ective 

date, 1f not sooner revoked, provided that such person shall have 

pnid or shall pay to the Commissioner as a licenso fo e for such six 

months' period the sum of t50. Any such licens e so continued in 

effect under the provisions of this Act shal l be subject to rovooat1on 

auoh a1x montba 1 period as provided ln aeot1on 7 of this Act; 



except that 1·t JD8¥ not be revoked during such s1x months I period 

either upon the ground that such licens~e has not maintained the mini­

mum amount of assets required in section 5 of this Act or upon the 

ground that the convenience and advantage of such community will not 

be promoted by the operation therein of such business. 

SECTION 22 

(a) REPEAL. (3] and all Acts and parts of Acts whether eneral, 

special, or local, which relate to the same subject matter as this 

Act, so far as they are inconsistent with the provisions of this Act, 

are hereby repealed. 

(b) STATUS QE. PRE-EXISTING OBLIGATIONS. Nothing herein contained 

shall be so construed as to impair or affect the obligation of any 

contract of loan bet,ieen any license under the said c20J and any 

borrower, which was lawfully ent ered into prior to the ffective date 

or this Act. 

SECTION 23 

DECISIO ·s AFFECT ADJUDICATED SECTI01S ONLY. If any clause, 

sentence, section, provision, or part of this Act shall b1; adjudged 

to be unconstitutional or invalid for any reason by any court of 

competent jurisdiction, such Judgment shall not invalidate, impair, 

or affect the remainder of this Act, which shall remain in full 

ce and effect. 

SECTION 24 

This Act shall be kno ~ and my ue cit d as t he [ AVE 

_o_F_S_T_A_T_E_] ____ Sm~ll Lo11 Act. 
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1. The 1300 maximum loan has been recommended ln each successive ~att 
of the Uniform Small Loa~ Law. Vhe" the first draft wae formulated in 
1916, abuse~ toward which the law was directed were most prevale"t 
among loa~s or 1100 or less a~d were practically u~k"OW"l amo~g loa"e 
of more than 1200. Although the 1300 maximum loa~ was prqbably higher 
than ~eoeseary at that time, r1s1"g price levels result1"g from the 
World War I soon cha"ged this situation. The size of lonns made by 
lice"sees !~creased progressively, a"'ld duri~g the late 1920 1s, there 
was some evide11ce to i11d1cate that the 1300 maximum was, if anythi"g, 
too low in certai" areas. 

The depressio" of the 1930 1s, by reducing prices a~d lncomea, re­
lieved the pre Bure upon the maximULl loa~. But the relief was te~pora­
ry, and certai11 devolopme11ta of the last few y~ars have again raised 
the question of the desirability of a higher maximum. Among other 
factors, 111creases i~ real wages and reductions in rates of charge for 
small loa11s have i~creased the size of loans which borrow3rs were able 
to repay ~rom give11 incomes. 

Tho Dopartme t of Consumur Credit Studies boli~ves thut $300 is 
still the most desirable maximum under most c1roumsta~ces. In ge11eral, 
it believes that a"'I increase in tho maximum lo.1 might e11courage 
neglect of borrowers of Very small sums whom licensed le"'lders are ex_­
peoted to serve a11d that other types of l endi~g age cies, such as 
commercial banks, industrial ba11ka, nnd credit u11io~s, which e11joy 
lower capital costs by virtue of their ace ss to de ooslt fu'1ds, 
should be relied upon to supoly the '1ead for largur loa'1s. 

The Departme11t co'1c ,.:deH, on the oth r ho.11d, th t ri 111crease in 
the max1mum loan to ;4-00 or eve ... to $500 tn:ty be we.rro., t ed in co1·tain 
states. Such an lncrcuse would uo ~ar desirabl e wher · th'.? bus 11ess to 
be regulated ma.Y.es a substa"'tlal number of J.oa'1s of more th.::i.11 )300, 
here under an exlst1!1g small ioan law excessiv~ ratas aru charged by 

l der opccializi g 1n louna of more tha~ $301, or where faciltt · es 
for perao":il loa.'1 s of more tha'1 $300 are laok,.1.ng. 

2. If a separat~ ciepartme11t or- 3upervisl .... g official is created, ··here 
should be added to tha title of t he bill dascr1ptive lunguage cover­
i"'lg tho creat1O11 of such depl3,rtm ~~t or office, the duties th r of , 
th r a1sl'1 u'1d disbursing of r avenues , a~d other special prov1slo'1s 
1nc1de'1t to such crcat1 .,_ It 1 recor.imended th·-·t a subdiv 1sio!1 of 
the Ba'1k111 g Departme11t, 1'1 charge of n special dep ty, be created to 
supervise the small lo" business :tnd adm1"'11 Ater t hl Act, such sub­
division to be dcsig11a.ted as the D1vis1o of Small Loa'1s. 

3. Her c 111eert t lcs of Act3 t o be specific lly r ~p~al ed 1!"1 whole or 
in part . 

~. Thls form of D clarat1o'1 o' Log slatlve I~te~t is not ap_ ropriute 
for uso in bills to r evi e ex1sti'1g smal l loan laws. I11 such le t; lsla­
tion, the declarution s ould be ~?difiod subst&'1 t1 nlly to co11form with 
the spocifio circumstances. I11 so~e s ~ch lo ~islatio the declaration 
could be limit ed to para rnph 7. 
5. ~f some other ti l e i s give"" to thd offic • a l tho su ,ervL,es ba kl g 
1~stitut1on or 11' ,,ew office 1 13 to bt: cr 13at cd to admi11lstcr the 
small loa11 law, substitute the appropriate titl uf the ad.ml strative 
official. 

6. If the departm0'1t that au ervla cs ba11ki'1 institutions ink ow11 by 
another 11am or if '18W age.,cy ls to b e crea t d to adml.,ist or the 
small loan law, substitute the appropriate ~ume. 

7. If th13rc 1B no usury law in tho state, 1 t is s ug ·es t ljd th t the 
words 1·10 per cent er a num 11 be i'1serted at this poi"lt. Ot 11erwiae, 
tho words "the interest t hat the l nder would b e piJrmit t ed by law to 
chllrgo fore l Ja., of mo .... cy if he ,., re 11ot a 1 oe see u cler this Act 11 

are r ccornme'1ded . I f th~re is o .... l y o'1e 1 ercst statute of e~cr 1 
pplica ti o , the maximum perce~tage r a t o so fix d may be subst ltut ed,. 

but th _ ri1ore cnc ral language would usually be pr f erabl c Ve'1 u der 
t his oircum ta~c e becaus e of the pos s1b111ty of s bAoq uo11t chu'1 cs in 
t no ge"~ral m~x irr.Uffi i t erest rat e or of su bs uqu 11t exempti o!"I ~d 
exceptions. 

8. I11dustrlal ba11kin c p 111~ or similar 1nstitutl ~a k!"lown by 
various other names 1" a urr.b r of states ohould bo i eluded 111 the 
11st r x mp t ed ~ge~cies when such e~ t r prie oe operate u d r a 
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atatute vh10h eatabl1ahe• a valid olaaa1t1oat1on ot loa"•• vhioh t1se1 
maximwn charges at a level appropriate to the type ot business to be 
done, and which provides adequate protection to borrowers against over­
reaching by lenders. 

9. Local coneideratio"\S may require changes in or elaboration of the 
nature or the crime or or its penalties or or both • 

10. The fixed min1m•lDl capital requirement may be advantageously re­
placed under some c1rcL1Dl8tances by a graduated requirement based on 
size of city. The following ~aduat1on is suggested: In places of 
more than 100,000 population, 130,000; in places of 30,000 to 100,000 
~opulation, t20,ooo; a~d in places of less tha~ 30,000 population, 
110,000. .. 

11. For th~ words .. "o1ty and town, n 1t .. will be necessary 1,, some states 
to substitute "municipality" and other terms appropriate to the 
system of nomenclature employeq within the state. 

12. Special treatment will be necessary in many states to authorize 
the Commiseio er tor quire atte'1da!1ce of witnesses. I'1 some states 
s~ch power cannot be ao delegated. 

13. In some states, this language will require modification to conform 
with established procedure. 

1~. This paragraph is not i~tendud to prevent licens~es from ta.king 
and recording valld Judgments a"ld should be draw in accordance with 
the requirements of local law so as to avoid such a result. 

15. The maximum rate give., here is rucomme nded for purposes of initial 
leglslat1on 1n states which lo.ck regulatory small loan laws. 

Experience with various maximum r~tcs in a large number of Juri~­
dicti~ns mak a it clear th:lt i~ is "'IO longer desirable to recommend 
a specific rate or any specific combination 0f rates for all states . 
The initial rate or rates 1n any small loa~ law should be recon ~idcred 
after a reasonable period of exper~ nee. The distribution of popula­
tion, the charoct rand stability of th~ principal in ustrics in urban 
areas, local statutes ~~d traditions affect1 g th~ s ecurity and moans 
of enforcem -- nt avallabl p to licensees, the exte'1t and >;aturc of un­
llcens ed lending, if any, and th e nature of the orvice and availabili­
ty of oth~r types of lending o.g\;;"'!cl a all have a bearl,,g upon the 
most desirable maximum rate. These f actors, us ~ell as cost and pro­
fits revealed by_ licensees' reportG, n d t e rete axp~r 1ence of other 
states in which co d1t1o"1 are similar should be s tudied in 
recommendin chan cs . 

The 1n1tial r -~te r eco .. me ';dod ~ re is h ow as . 11 comoi'1....,t1on 
rate. 11 It has lo J been r eco·. 1zed t . t perc~nta ,. costs of l endi'1g 
vary with the size of th l oa, a"'ld the comb1 at1on r ate has the ad­
vantage of per m~tti~ a smooth dow11word graduatio!1 as loans l '1cre · se 
in size beyond e. cortA1'1 l cvP- 1. Th - uo-c~ll d "step rat e" also p r-
mi ts rat es to be related tot· e site of loans (for 1 .sta~ce, n maximum 
rate of 3i% a mo'1th on loa.,a · of 450 or lass, 3% a mo th on l oo.~s of 
$50.01 t o il00, a"'ld 2½% u mo.,th o., l~a"'ls of mor e th·~ 3100). While 
thG ~.tep ratd has the 1mporta t udvu--t g 1.: of gr eater cla.ri ty 0.11d 
simplicity whe applied to i"'d ivi 1.wl co"'ltract , it has tw dis­
advantage (1) It creates absurd ti es at t1e rnarg1 s (for 1~sta!1~e, 
under tho step rat e example given abov $60 could b borrowed at less 
cost than $50 .u"'d $120 could be b rrowcd mor\;; ch aply than )100) and 
( 2) 1 t ca11 be abused by r ef.1 .,1, c i,., aB t : e 1 a., le 1 ... 0 aid a"'ld t he ut­
st~ di baln11co is reduc d to th~ l ov:l a t i 1ich a. higher rate would 
oe pe:rmi tted f -:>r a new loa .• These two disadva..,to.gea urt) primurilY .. 
reapo..,slble f:n, a ge ..: ral prefcr '3 "\c u f or t ho c"Jmbinatlon rate. 

A flat maximum rate, say, of 28 % per m ~th o . unp~ld balG c es o 
11 sizes of lo '1S is the mos t ol eur l y l'1t lligibl t o b ~rrower s , 
o t readily o lculable, und mos t aasily e"'lf~rc d by the s up ervi sory 

authority. Whenever such D ra.t a ca'1 b established wi th )ut r atrict111g 
t h~ avail o1lity of l oa~ s of very srn 11 sums, it l o t o b pref erred to 
o t he r maximum rate s truc t ures . 

16. This ~nt ance sh~uld be 6limln ~0d hur uve 
apply111g t ~ 11 l oa'1$ is used. 

s tn ·l e , • xlmurr. r a t 

17. In s t t ·s where exietl g ~c e a~ .s r ~ d UG ,d l l iqui a t lnc 
rece1 vabl. s of m roha t~ d pr 9f e si nul r ) ': s b 1 . di • t 
m d r .. t e rates t o the d ·bt r v !'l t ha t:!e our lty -:>f t he ·,,t"rc . ~t• s oi:- . 
profea1:tion:11 1,;rs on I c dore emo t, t . . a.y ba d si r bl t ad the f.ol­
lowl,"g proviso: "provided, how~vcr, ha t 1 t h pro eds f a , y loan 

• I 
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ot t:,oo or less are used to discharge a pre-ex1at1ng debt .. or the 
borrower tor goods or serv~ces owed dir~ctly to the person who pr9-
vided such goods or services~. the lice'1see may accept trom such .. 
person a guaranty of paymftnt of the priocipal of such loan with in-
terest at a rate not exceeding ____ , and the aooepta~ce or one or 
more such guaranties .. in any aggregate amount shall not affect the 
rights of such li~ensee to make ~he char.gee agai~st the borrow~r 
authorized __ by section 13 .. of th~s Act.,." 

.. Where the grant of permission to conduc~ both a sa}..es finance . 
business and a small loan busin~ss i~ the same 9.ffice is contemplated 
under section 12, a further proviso excluding instalment sales con­
tracts from ~he limitations upon total i'1debtednees may be desirable. 

lS. The intent of this section is to l~mi~ the righ~s of lice~s~es 
with respoot to wage assignments rather thar to provide rights which 
arl not otherwise ava1l~ble. Ir assignments of earned or unear~ed 
wages are furthor restricted under existing statutes, this section 
should be redrawn to conform with such s-~atutes. 

19. This section should be revised to conform with the standards, 
precedents, and __ practices of each state. 

20. Here clte any existing regul tory small loan act similar in 
principle to t his law. 


