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Senator Hill

A bill to be entitled

An act relating to consumer finance; amending
ss., 516.02, 516.031, 516.18, and 516.21, F.S.,
relating to the amount of loan principal
subject to the 18 percent interest rate under
the Florida Consumer Finance Act; reenacting s.
516.035, F.S., to inccorporate the amendment to
s, 516.031, F.S., 1n a reference; providing an

effective date.

Be It Enacted by the Legislature of the State of Florida:

Section 1. Subsection (1) of section 516.02, Florida
Statutes, 1s amended to read:

516.02 Loans; rate of interest; license.,--

(1) No person shall engage in the business of making
loans of money, credit, goods, or choses 1n action in the
amount, or to the value of §$5,000 527569 or less, and charge,
contract for, or receive a greater rate of interest than 18
percent per annum therefor except as authorized by this
chapter or other statute and without first obtaining a license
from the department.

Sectaion 2. Subsection (1) of section 516,031, Florida
Statutes, 1984 Supplement, 1s amended to read:

516.031 Finance charge; maximum rates.--

(1) [INTEREST RATES.--Every licensee may lend any sum
of money not exceeding $25,000. A licensee may not take a
security 1nterest secured by land on any loan less than
$1,000. The licensee may charge, contract for, and receive
thereon interest charges as provided and authorized by th:is
section., The maximum interest rate shall be 30 percent per
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33-424-85 See HB

annum, computed on the first $500 of the principal amount as
computed from time to time, 24 percent per annum on that part
of the principal amount as computed from time to time
exceeding $500 and not exceeding $1,000; and 18 percent per
annum on that part of the principal amount as computed from
time to time exceeding $1,000 and not exceeding $5,000 $2;568;
on loans exceeding $5,000 $27568, the total interest charged
on the entire principal amount shall not exceed 18 percent per
annum simple i1nterest. The original principal amount as used
1in this section shall be the same amount as the amount
financed as defined by the Federal Truth-In-Lending Act and
Requlation Z of the Board of Governors of the Federal Reserve
System. In determining compliance with the statutory maximum
interest and finance charges set forth here:in, the
computations utilized shall be simple i1nterest and not add-on
interest or any other computations.

Section 3. Subsection (1) of section 516.18, Florida
Statutes, 1s amended to read:

516.18 Rate of interest or consideration.--—

(1} No person engaged 1n the business of making loans
of money, except as authorized by this chapter or other
statutes of this state, shall directly or indirectly charge,
contract for, or receive any interest or consideration greater
than 18 percent per annum upon the loan, use, or forbearance
of money, goods, or things 1in action, or upon the loan or use
of credit, of the amount or value of $5,000 $27508 or less.

Section 4. Subsection (1) of section 516.21, Florida
Statutes, 1s amended to read:

516.21 Restriction of borrower's i1ndebtedness.--

{1) No licensee shall directly or 1indirectly charge,
contract for, or receive any interest, discount, or

2
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consideration greater than 18 percent per annum upon any loan,
or upon any part or all of any aggregate loan i1ndebtedness of
the same borrower, of the amount of more than $5,000 $25586.
The foregoing prohibition shall also apply to any licensee who
permits any person, as borrower, or as endorser, guarantor, oOr
surety for any borrower, or otherwise, or any husband and
vife, jointly or severally, to owe directly or contingently or
both to the licensee at any time a sum of more than $5,000
§27580 for principal; provided, however, that 1f the proceeds
of any loan of $5,000 $2;566 or less are used to discharge a
preexisting debt of the borrower for goods or services owed
directly to the person who provided such goods or services,
the licensee may accept from such person a guaranty of payment
of the principal of such loan with i1nterest at a rate not
exceeding 18 percent per annum, and the acceptance of one or
more such guaranties 1n any aggregate amount shall not affect
the rights of such licensee to make the charges against the
primary borrower authorized by s. 516.931, nor shall the
limitation apply to the 1solated acquisition directly or
indirectly by purchase or by discount of bona fide obligations
of a borrower. However, in the event a licensee shall make a
bona fide purchase of substantially all of the loans made
under this chapter from another licensee or other lender not
affiliated with the purchaser and such licensee or other
lender shall have an existing loan outstanding to one or more
af the borrowers whose loans are purchased, such licensee
making such purchase shall be entitled to liquidate and
collect the balances due on such loans, including all lawful
charges and 1nterest at the rates or amounts agreed upon 1in

such loan contracts.
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Section 5. For the purpose of incorporating the
amendment to section 516.031(1), Florida Statutes, by this act
in a reference thereto, section 516.035, Florida Statutes, 1s
reenacted to read:

516.035 Rate of i1nterest upon default,--In the event
that any balance remains unpaid at the expiration of the
scheduled maturity date of a loan, licensees may continue to
charge :1nterest on the unpa:d balance at the rate provided for
in s. 516.031(1) for a period not to exceed 12 months.
Thereafter, the interest shall nc: exceed 10 percent per
annum.

Section 6. This act shall take effect October 1, 1985,

BEREAARRR RN AR RERRRAARANRERAINRERNRRIRNRR AR

HOUSE SUMMARY

Increases from $2,500 to $5,000 the maximum amount of
loan which may be made at the 18 percent interest rate by
a person not licensed to engage 1n the business of making
loans. Increases from §2,500 to $5,000 the amount of
loan beyond which the 18 percent total cap on interest
applies to licensees under the Florida Consumer Finance
Act.

4
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annum, computed on the first $500 of the principal amount as
computed from time to time; 24 percent per annum on that part
of the principal amount as computed from time to time
exceeding $500 and not exceeding $1,000; and 18 percent per
annum on that part of the principal amount as computed from
time to time exceeding $1,000 and not exceeding $5,000 $27566;
on loans exceeding $5,000 §$2;566, the total i1nterest charged
on the entire principal amount shall not exceed 18 percent per
annum simple interest. The original principal amount as used
1in this section shall be the same amount as the amount
financed as defined by the Federal Truth-In-Lending Act and
Regulation Z of the Board of Governors of the Federal Reserve
System In determining compliance with the statutory max:imum
interest and finance charges set forth herein, the
computations utilized shall be simple i1nterest and not add-on
interest or any other computations.

Section 3. Subsection (1) of section 516 18, Florida
Statutes, 1s amended to read

516.18 Rate of interest or consideration.--

(1} No person engaged i1n the business of making loans
of money, except as authorized by this chapter or other
statutes of this state, shall directly or 1ndirectly charge,
contract for, or receive any interest or consideration greater
than 18 percent per annum upon the loan, use, oc forbearance
of money, goods, or things in action, or upon the loan or use
of credit, of the amount or value of $5,000 $27568 or less.

Section 4, Subsection (1) of section 516,21, Florida
Statutes, 1s amended to read:

516.21 Restr:iction of borrower's indebtedness --

(1) No licensee shall directly or indirectly charge,
contract for, or receive any interest, discount, or
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consideration greater than 18 percent per annum upon any loan,
or upon any part or all of any aggregate loan indebtedness of
the same borrower, of the amount of more than $5,000 $2+588.
The foregoing prohibition shall also apply to any licensee who
permi:ts any person, as borrower, or as endorser, guarantor, or
surety for any borrower, or otherwise, or any husband and
wife, jointly or severally, to owe directly or contingently or
both to the licensee at any time a sum of more tham $5,000
$2;5080 for praincipal; provided, however, that 1f the proceeds
of any loan of $5,000 32+568 or less are used to discharge a
preexisting debt of the borrower for goods or services owed
directly to the person who provided such goods or services,
the licensee may accept from such person a quaranty of payment
of the principal of such loan with 1nterest at a rate not
exceeding 18 percent per annum, and the acceptance of one or
more such guaranties 1n any aggregate amount shall not affect
the rights of such licensee to make the charges against the
primary borroverlauthorlzed by s. 516.031, nor shall the
lim:itation apply\to the 1solated acquisition directly or
indirectly by purchase or by discount of bona fide obligations
of a borrower. However, in the event a licensee shall make a
bona fide purchase of substantially all of the loans made
under this chapter from another licensee or other lender not
affiliated with the purchaser and such licensee or other
lender shall have an existing loan outstanding to one or more
of the borrowers whose loans are purchased, such licensee
making such purchase shall be entitled to liqu:idate and
collect the balances due on such loans, including all lawful
charges and interest at the rates or amounts agreed upon 1in

such loan contracts.
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117-125-1-5
Section 5. For the purpose of 1incorporat:ing the
amendment to section S516.031(1), Florida Statutes, by this act
1in a reference thereto, section 516.035, Florida Statutes, :s
reenacted to read.

516.035 Rate of interest upon default --In the event
that any balance remains unpa:d at the expiration of the
scheduled maturity date of a loan, licensees may continue to
charge interest on the unpaid balance at the rate provided for
1n s. 516.031(1) for a period not to exceed 12 months.
Thereafter, the i1nterest shall not exceed 10 percent per
annum.

Section 6 This act shall take effect October 1, 1985.
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HQUSE SUMMARY

Increases from $2,500 to $5,000 the maximum amount of
loan which may be made at the 18 percent interest rate by
a person not licensed to engage i1n the business of making
loans. Increases from $2,500 to $5,000 the amount of
loan beyond which the 18 percent tctal cap on interest
applies to licensees under the Florida Consumer Finance
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HB 217

By Representative Silver

A bill to be entitled

An act relating to consumer firance; amending
ss. 516.02, 516.031, 516.18, and 516.21, F.Ss ,
relating to the amount of loan principal
subject to the 18 percent interest rate under
the Florida Consumer Fi1nance Act; reenacting s.
516.035, F.S., to incorporate the amendment to
s. 516.031, F.S., 1n a reference; providing an

effective date.

Be It Enacted by the Legislature of the State of Florida

Section 1. Subsection (1) of section 516.02, Florida
Statutes, 1s amended to read:

516 02 Loans, rate of i1nterest, license --

(l)K No person shall engage in the business of making
loans of méney, credit, goods, or choses 1n action in the
amount, or to the value of $5,000 s2;588 or less, and charge,
contract for, or receive a greater rate of interest than 18
percent per annum therefor except as authorized by this
chapter or other statute and without first obtaining a license
from the department,

Section 2. Subsection (1) of section 516 031, Florida
Statutes, 1984 Supplement, is amended to read

516 031 Finance charge, mafimum rates --

t1) INTERELST RATES --Every licensee may lend any sum
of money not exceeding $25,000. A licensee may not take a
security :nterest secured by lard on any loan less than
$1,090 The licensee may charge, contract for, and receive
thereon interest charges as provided and authorized by this

section, The maximum interest rate shall be 30 percent per

CODING Werds in etoveh thiaugh type ore deletions fram axisting law, werds ynderlined ore addinons



STORAGE NAME: sa-HB217

Date: _March 21, 1985
Revised:
Final:

reproduced by
FLORIDA STATE ARCHIVES

HOUSE OF REPRESENTATIVES DEPARTMENT OF STATE
COMMITTEE ON COMMERCE T "Rt-“*- GR‘:YL Bauziéggﬁzso
STAFF ANALYSIS allahassee, .
Serles _ﬁz_ Carton li_‘f_?
BILL# HB 217 SPONSOR __Ronald A. Silver

EFFECTIVE DATE Oct. 1, 1885 IDENTICAL*/SIMILAR BILLS SB 250%*

RELATING TO Consumer Finance; loan principal

OTHER COMMITTEES OF REFERENCE

I. SUMMARY :

This bill permits @ licensee under the Consumer Finance
Act to subject a greater principal amount to the higher combined
interest rate.

Section 516.02(1), #.S., prohibits any person from
engaging 1n the business of making loans to the value of $2,500
and subjecting that loan to an interest rate greater than 18
percent per annum without obtaining a license from the Department
of Banking and Finance.

Section 516.031(1), F.S., permits a licensee to lend any
sum of money not exceeding $25,000. Interest charges on the
money loaned are applied in a graduated manner. The maximum
interest rate allowable 1s 30 percent per annum and 1s computed
on the first $500 of the principal amount. On that part of the
principal amount exceeding $500 but not exceeding $1,000, there
is a 24 percent per annum interest charge. An 18 percent
interest rate applies to that part of the principal amount
exceeding $1,000 but not exceeding $2,500. Eighteen percent per
annum simple interest 1s charged on the entire principal of loans
exceeding $2,500.

-_ Y -~

Section 516.21(1), F.S., restricts the indebtedness of a
borrower. A licensee is prohibited from subjecting a loan or any
part or all of any aggregate loan indebtedness of the same
borrower of an amount greater than $2,500 to any interest,
discount, or consideration which exceeds 18 percent per annum.
Further, this prohibition applies when the person is a borrower,
endorser, guarantor, or surety for any borrower. Similarly, a
licensee is restricted by the stated prohibition where a husband
and wife, jointly or severally, owe directly or contingently or
both to the licensee a sum greater than $2,500 as the principal
amount.
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Additionally, s. 516.21(1), F.S., provides that where a
loan for $2,500 or less is used to discharge a pre-existing debt
for goods or services, the licensee may accept a guaranty of
payment of the loan by the provider of the goods and services.
However, the interest rate that applies to the guarantee shall
not exceed 18 percent per annum.

Generally, the amendments proposed by this bill raise the
principal amount that may be subjected to the graduated rate of
interest set forth in the Consumer Finance Act. Further,
aggregate loans and loans acquired to discharge a pre-existing
debt have an 1ncrease in the principal amount to which licensees
may apply the 18 percent interest rate. The proposed legislation
raises the principal from $2,500 to $5,000.

Amending subsection (1) of s. 516.03, F.S., this bill
increases from $2,500 to $5,000 the cap on the amount of the
principal which a licensee may apply to an interest rate of 18
percent per annum. On the portion of the principal exceeding
$1,000 but not exceeding $5,000, the applicable interest rate 1s
18 percent. All other portions of the principal subjected to the
graduating interest rates remain as previously described.
Moreover, a licensee continues to be prohibited from making a
loan exceeding $25,000.

Section 516.035, F.S., referring to the rate of interest
upon default is reenacted to incorporate the amendment to s.
516.031(1), F.S. Any balance unpaid at the date of maturity of
the loan is subject to the varying interest rates except that
such interest shall not be applied for a period exceeding 12
months. Thereafter, a 10 percent interest rate becomes
applicable.

II. ECONOMIC IMPACT:
A, Public:

The increase in the portion of the principal amount
subject to the 18 percent per annum interest rate will result..in
a financial gain to persons engaged in the business of making
loans and licensed under the Consumer Finance Act. Increasing
from $2,500 to $5,000, the principal amount that may be subject
to an interest rate not exceeding 18 percent per annum by persons
not licensed under the act will produce a financial gain to those
lenders. Licensees will receive an increase in the overall yield
on loans between $2,500 and $5,000. However, the extent of the
increase will depend on the size of the loan.
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B. Government: None

III. COMMENTS :

Highly encouraged by the Consumer Finance Industry, the
proposed legislation has the underlying effect of increasing the
amount of money consumer finance companies will lend to
borrowers. Although the statute permits the licensee to lend up
to $25,000, the general practice 1s for the principal amount to
be limited to $2,500. The increase in the principal amount from
$2,500 to $5,000, that can be subjected to the graduated :interest
rates is likely to encourage lenders to i1ncrease the amount of
their loans.

During the year 1983, the Florida Consumer Finance Lenders
made loans in the amount of $561,604,837.91. That dollar amount
constituted the making of 262,710 loans. Loans of $2,500 or less
were given to 237,317 borrowers. However, only 12,727 loans were
made 1n amounts between $2,500.01 and $5,000.

Iv. AMENDMENTS :

_.-———-"“

v. PREPARED BY am(y( 7\“ /)x/%f(,

vI. STAFF DIRECTOR Wxﬁ i W
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(As enacted by the Legislature)

EFFECTIVE DATE QOctober 1, 1985IDENTICAL/SIMILAR BILLS SB 250

BECAME LAW_May 24, 1985 Chapter__ 85-32 Laws of Florida

RELATING TO Consumer Finance Act:; loan praincipal

COMMITTEE CONSIDERATION__ Commerce

I. SUMMARY :

A, Current Law & Present Situation:

This bill permits a licensee under the Consumer Finance
Act to subject a greater principal amount to the higher combined
interest rate.

Section 516.02(1), F.S., prohibits any person from
engaging in the business of making loans to the value of $2,500
and subjecting that loan to an interest rate greater than 18
percent per annum without obtaining a license from the Department
of Banking and Finance.

Section 516.031(1), F.S., permits a licensee to lend any
sum of money not exceeding $25,000. Interest charges on the
money loaned are applied in a graduated manner. The maximum
interest rate allowable is 30 percent per annum and is computed
on the first $500 of the principal amount. On that part of the
principal amount exceeding $500 but not exceeding $1,000, there
is a 24 percent per annum interest charge. An 18 percent
interest rate applies to that part of the principal amount
exceeding $1,000 but not exceeding $2,500. Eighteen percent per
annum simple interest is charged on the entire principal of loans
exceeding $2,500.

Section 516.21(1), F.S., restricts the indebtedness of a
borrower. A licensee is prohibited from subjecting a loan or any
part or all of any aggregate loan indebtedness of the same
borrower of an amount greater than $2,500 to any interest,
discount, or consideration which exceeds 18 percent per annum.
Further, this prohibition applies wher the person is a borrower,
endorser, guarantor, or surety for any borrower. Similarly, a
licensee 1s restricted by the stated prohibition where a husband
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and wife, jointly or severally, owe directly, contingently or
both to the licensee a sum greater than $2,500 as the principal
amount.

Additionally, s. 516.21(1), F.S., provides that where a
loan for $2,500 or less is used to discharge a pre-existing debt
for goods or services, the licensee may accept a quaranty of
payment of the loan by the provider of the goods and services.
However, the interest rate that applies to the guarantee shall
not exceed 18 percent per annum.

B. Effect of Changes:

Generally, this bill raises the principal amount that may
be subjected to the graduated rate of interest set forth in the
Consumer Finance Act. Further, aggregate loans and loans
acquired to discharge a pre-existing debt have an increase in the
principal amount to which licensees may apply the 18 percent
interest rate. This legislation raises the principal from $2,500
to $5,000.

Amending subsection (1) of s. 516.03, F.S., this bill
increases from $2,500 to $5,000 the cap on the amount of the
principal which a licensee may apply to an interest rate of 18
percent per annum. On the portion of the principal exceeding
$1,000 but not exceeding $5,000, the applicable interest rate is
18 percent. All other portions of the principal subjected to the
graduating 1nterest rates remain as previously described.
Moreover, a licensee continues to be prohibited from making a
loan exceeding $25,000.

Section 516.03%, F.S., referring to the rate of interest
upon default is reenacted to incorporate the amendment to s.
516.031(1), F.S. Any balance unpaid at the date of maturity of
the loan is subject to the varying interest rates except that
such interest shall not be applied for a period exceeding 12
months. Thereafter, a 10 percent interest rate becomes
applicable.

II. ECONOMIC IMPACT:

A, Public:

The 1ncrease in the portion of the principal amount
subject to the 18 percent per annum interest rate will result 1in
a financial gain to persons engaged in the business of making
loans and licensed under the Consumer Finance Act. Increasing
from $2,500 to $5,000, the principal amount that may be subject
to an interest rate not exceeding 18 percent per annum by persons
not licensed under the act will produce a financial gain to those
lenders. Licensees w1ll receive an increase in the overall yield
on loans between $2,500 and $5,000. However, the extent of the
increase will depend on the size of the loan.
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B. Government: None

ITI. COMMENTS :

Highly encouraged by the Consumer Finance Industry, the
proposed legislation has the underlying effect of increasing the
amount of money consumer finance companies will lend to
borrowers. Although the statute permits the licensee to lend up
to $25,000, the general practice 1s for the principal amount to
be limited to $2,500. The i1ncrease in the principal amount from
$2,500 to $5,000, that can be subjected to the graduated interest
rates 1s likely to encourage lenders to increase the amount of
their loans.

During the year 1983, the Florida Consumer Finance Lenders
made loans in the amount of $561,604,837.91. That dollar amount
constituted the making of 262,710 loans. Loans of $2,500 or less
were given to 237,317 borrowers. However, only 12,727 loans were
made -1n amounts between $2,500.01 and $5,000.

Iv. LEGISLATIVE HISTORY:

A, Enacted Bi1ll:

House Bill 217, prefiled on February 8, 1985 by
Representative Silver, was referred to the Committee on Commerce
and subreferred to the Subcommittee on Banking and Finance. On
May 3rd, the bill passed the subcommittee without amendments. It
was considered by the Full Commerce Committee on May 9th and
passed. The bill was placed on the Special Order Calendar and
read a second time on May 15th. On third reading, May 18th, the
bill passed with a vote of 115-0 (HJ 152).

In the Senate, the bi1ll was received 1in messages on April
29th and referred to the Committees on Commerce and Economic,
Community, and Consumer Affairs. It was withdrawn from both
committees on May l4th and substituted for the Senate Bill., On
that date, it passed with a vote of 40-0 (SJ 283). The bill was
presented to the Governor om~May 17, 1985. It was approved by
the Governor on May 24, 1985.

B. Disposition of Companion:

Senate Bill 250 was referred to the Committees on Commerce
and Economic, Community, and Consumer Affairs. Both committees
reported the bill favorably. It was placed on the Special Order
Calendar on May 14th, and laid on the table under the Rules. The
companion bill in the house was substituted for the Senate Bill.
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2.
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SUBJECT:

BILL NO. AND SPONSOR:

Consumer Finance SB 250 by

Senator Hill

I. SUMMARY:

A,

Present Situation:

The Florida Consumer Finance Act, Chapter 516, Florida
Statutes, enables consumer finance lenders to make consumer
loans 1n amounts up to $25,000. The act: (1) requires the
lender to be licensed; (2) limits maximum repayment periods for
loans up to $2,500; (3) prohibits wage assignments as security;
(4) prohibits an 1i1nterest 1n land as security for loans of less
than $1,000; (S)requires disclosures in add:ition to truth in
lending; (6) prohibits penalty for prepayment; and (7) provides
certain limitations in case of default.

The interest allowed under this act is 30 percent on the first
$500; 24 percent on the next $500; 18 percent on the next
$1,500; and 18 percent overall for any loan in excess of
$2,500, 1.e. if a loan exceeds $2,500 the higher :incremental
rates may not be charged on the first $2,500 loaned and 18
percent applies to the entire loan. Any loan i1n default
continues to accrue nterest at these rates for twelve months,
but thereafter the rate is reduced to 10 percent,

Current law specifies other loan charges which may be 1mposed
by a consumer finance company 1n addition to the interest
charges. Section 516.031, F.S., permits a licensee to charge
the borrower the cost of appraisal and title insurance on real
property offered as security for a loan, the intangible
personal property tax, the documentary excise tax and any
filing or recording fees paid to a public officer, premiums
payable on any insurance coverage 1f the insurance was obtained
in lieu of perfecting a security interest, and expenses of
repossessian of collateral and collection of a delinquent loan,
including reasonable attorney's fees, court costs and the
expenses associated with the sale of property pledged as
collateral.

Section 516.02(2) specifies that loans for $600 or less are to
be scheduled to be repaid within 24 months, 15 days. Loans for
more than $600 up to $2,501 are to be scheduled to be repaid
within 36 months, 15 days. Loans exceeding $2,500 may be made
for terms exceeding 36 months, 15 days.

Section 516.031, F.S,, also specifies that excess 1i1nterest and
other charges would constitute a violation of ch. 687, F.S.,
the general usury statute, and the penalties of ch. 687, F.S.,
would apply.

Effect of Proposed Changes:

This bill would raise the range in which the graduated interest
rates would apply from $0 - $2,500 to SO - $5,000. On the
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amount of the loan exceeding $1,000 but not exceeding $5,000,

the applicable interest rate would be 18 percent. The higher

interest amounts indicated in A. above would continue to apply
to loans which are $1,000 or less.

II. ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:
Increasing the range in which the incremental rates may apply
would be expected to 1ncrease -he yield to the lender on those
loans 1n the new range between 52,500 and §5,000. This
allowance would also be expected to encourage these lenders to
make loans 1n greater principal amounts. No other significant
impact is anticipated.
B. Government:
None.
ITI. COMMENTS:
None.
IV. AMENDMENTS:

None.
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SUBJECT: BILL NO. AND SPONSCR:

Consumer Finance SB 250 by

Senator Hill

10

A.

SUMMARY :

Present Situation:

The Florida Consumer Finance Act, Chapter 516, Florida
Statutes, enables consumer finance lenders to make consumer
loans 1n amounts up to $25,000. The act: (1) requires the
lender to pe licensed; (2) limits maxiaum repayment periods for
loans up to 52,500; (3) pronibits wage assignments as secur:ity;
(4) prohibits an interest 1n land as security for loans of less
than $1,000; (Sirequires disclosures 1n addition to truth 1in
lending; (6) prohibits penalty for prepayment; and (7) prov:des
certain limitat:ions .n case of default,

The interest allowed under this act 1s 30 percent on the first
$500; 24 percent on tne next 3530; 13 percent on the next
$1,500; and 13 gercent overall for any loan 1n excess of
$2,530, 1.2. 1i a loaa exceeds $2,5)0 the nigner 1ncremental
rates may not pe charged on the first $2,500 loaned and 18
percent applies to the entire loan. Any loan 1n default
continues to accrue :nterest at these rates for tweive months,
but thereafter the rate 1s reduced to 10 percent.

Current law specifies octher loan charges whicn may be 1mposed
by a consumer finance company 1n addition to the 1nterest
charges. Section 516.031, £.S., permits a licensee to charge
the borrower the cost of appraisal and title insurance on real
property offered as security for a loan, the 1ntangible
personal progerty tax, the documentary excise tax and any
filing or recording fees paid to a public officer, premiums
payable on any insurance coverage 1f the i1nsurance was obtained
1n lieu of perfecting a security interest, and expenses of
repossession of collateral and collection of a delinquent loan,
1ncluding reasonable attorney's fees, court costs and the
expenses assoctated with the sale of property pledged as
collateral.

Section 516.02(2) specifies that loans for $600 or less are to
be scheduled to be repa:d within 24 months, 15 days. Loans for
more than $600 up to $2,501 are to be scheduled to be repaid
within 36 montns, 15 days. Loans esceeding $2,500 may be made
for terms exceeding 36 months, 15 days.

Section 516.031, F.S., also specifies that excess interest and
other charges would constitute a violation of ch. 687, F.S,,
the general usury statute, and the penalties of ch. 687, F.S.,
would apply.

Ef fect of Proposed Changes:

This bill would raise the range 1n which the graduated interest
rates would apply from S0 - $2,500 to $O - $5,000. On the
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amount of the loan exceeding $1,000 but not exceeding $5,000,
the applicable 1nteres+t rate would be 18 percent. The nigher
interest amounts i1ndicated 1n A. apove would continue to apply
to loans which are 51,000 or tless,
II. ECONOMIC IMPACT AND FISCAL NOTE:

v.

A

Publtic:

Increasing zhe range i:n which the 1ncremental rates may apply
would be expected to increase the yield to the lender on those
loans 1n the new range between $2,500 and $5,000. This
allowance would also be expected to encourage these lenders to
make loans 1n greater pr:incipal amounts. No other significant
impact 1s anticipated.

Goveranment:

None.

COMMENTS :

None.

AMENDMENTS :

None.
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SUBJECT: BILL NO., AND SPONSOR:
Consumer F1lnance HB 217 by Rep. Silver

(SB 250 by Sen. Hill)

Chapter 85-32, Laws of Florida

I. SUMMARY:
A. Present Situation:

The Florida Consumer Finance Act, Chapter 516, Florida
Statutes, enables consumer finance lenders to make consumer
loans in amounts up to $25,000. The act: (1) requires the
lender to be licensed; (2) limits maximum repayment periods
loans up to $2,500; (3) prohibits wage assignments as secur
(4) prohibits an interest in land as security for loans of

for

1ty;
less

than $1,000; (S5)requires disclosures in addition to truth in

lending; (6) prohibits penalty for prepayment; and {7) prov
certain limitations in case of default.

ides

The 1nterest allowed under this act is 30 percent on the first

$500; 24 percent on the next $500; 18 percent on the next
$1,500; and 18 percent overall for any loan in excess of
$2,500, i.e. if a loan exceeds $2,500 the higher incrementa
rates may not be charged on the first $2,500 loaned and 18
percent applies to the entire loan. Any loan in default

1

continues to accrue 1nterest at these rates for twelve months,

but thereafter the rate is reduced to 10 percent.

Current law specifies other loan charges which may be 1mposed

by a consumer finance company in addition to the interest

charges. Section 516.031, F.S., permits a licensee to charge
the borrower the cost of appraisal and title i1nsurance on real

property offered as security for a loan, the intangible
personal property tax, the documentary excise tax and any
filing or recording fees paid to a public officer, premiums
payable on any insurance coverage 1f the insurance was obta
in lieu of perfecting a security :interest, and expenses of

ined

repossession of collateral and collection of a delinquent loan,

including reasonable attorney's fees, court costs and the
expenses associated with the sale of property pledged as
collateral.

Section 516.02(2) specifies that loans for $600 or less are
be scheduled to be repaid within 24 months, 15 days. Loans

to
for

more than $600 up to $2,501 are to be scheduled to be repaid
within 36 months, 15 days. Loans exceeding $2,500 may be made

for terms exceeding 36 months, 15 days.

Section 516,032, F.S., also specifies that excess 1interest

and

other charges would constitute a violation of ch. 687, F.S.,
the general usury statute, and the penalties of ch. 687, F.S.,

would apply.
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B. Effect of Proposed Changes:

This bill would raise the range in which the graduated interest
rates would apply from $0 - $2,500 to SO - $5,000. On the
amount of the loan exceeding $1,000 but not exceeding $5,000,
the applicable interest rate would be 18 percent. The higher
interest amounts indicated in A. above would continue to apply
to loans which are $1,000 or less.

II. BCONOMIC IMPACT AND FISCAL NOTE:

Iv.

A. Public:
Increasing the range in which the incremental rates may apply
would be expected to increase the yield to the lender on those
loans in the new range between $2,500 and $5,000. This
allowance would also be expected to encourage these lenders to
make loans 1n greater principal amounts. No other significant
impact is anticipated.

B. Government:
None.

COMMENTS :

None.

AMENDMENTS :

None.
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HB 217

By Representative Silver

1 A bi1ll to be entitled

2 An act relating to consumer finance; amending

3 ss. 516.02, 516.031, S516.18, and S16.21, F.S.,
4 relating to the amount of loan principal

5 subject to the 18 percent 1interest rate under

& the Florida Consumer Finance AcCt; reenacting s.
? 516.035, F.S., to incorporate the amendment to
8 s. 516.031, F.S., 1n a reference; providing an
9 effective date.
10

11| Be It Enacted by the Legislature of the State of Florida:
12
13 Section 1. Subsection (1) of section 516.02, Fiorida
14| Statutes, 1s amended to read:

15 516 02 Loans; rate of interest; license.--

16 (1) No person shall engage 1i1n the business of making
17| loans of money, credit, goods, or choses :in action in the

18| amount, or to the value of $5,000 §2+588 or less, and charge,
19| contract for, or receive a greater rate of 1nterest than 18

20| percent per annum therefor except as authorized by this

21| chapter or other statute and without first ootaining a license
22| from the department.

23 Section 2. Subsection (1) of section 516.031, Florida
24| Statutes, 1984 Supplement, 1s amended to read:

25 516 03F Finance charge: maximum rates --

26 (1) INTEREST RATES.--Every licensee may lend any sum
27| of money not exceeding $25,000 A licensee may not take &

28| secur:ity interest secured by -ana on any loan less than

29| $1,000. The licensee may charge, contract for, and receive

30| thereon .nterest charges as provided and authorized by this

31| section. The maximum i1nterest rate shall be 30 percent per

CODING Werds in ctouck theough type are deletions from extiting law, werds underlined ere sdditions
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12
13
14
15
16
1?7
18
19
20
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annum, computed on the first 5500 of the principal amount as
computed from time to time; 24 percent per annum on that part
of the principal amount as computed from time to time
exceeding $500 and not exceeding §1,000; and 18 percent per

annum on that part of the principal amount as computed from

time to time exceeding 31,000 and not exceeding $5,000 527569f

on loans exceeding $5,000 $2;7;5088, the total interest charged
on the en;1r: principal amount shall not exceed 18 percent per
annum simple interest. The original principal amount as used
1n this section shall be the same amount as the amount
financed as defined by the Federal Truth-In-Lending Act and
Regulation Z of the Board of Governors of the Federal Reserve
System. In determining compliance with the statutory maximum
interest and finance charges set forth herein, the
computations utilized shall be simple interest and not add-on
interest or any other computations.

Section 3. Subsection (1) of section 516.18, Florida
Statutes, s amended to read:

516.18 Rate of interest or consideration.--

{1l) No person engaged in the business of making loans
of money, except as authorized by this chapter or other
statutes of this state, shall directly or indirectly charge,
contract for, or receive any interest or consideration greater
than 18 percent per annum upon the loan, use, or forbearance
of money, goods, or things 1n action, or upon the loan or use
of credit, of the amount or value of $5,000 275688 or less.

Section 4. Subsection (1) of section 516.21, Florida
Statutes, 1s amended to read:

516.21 Restriction of borrower's indebtedness.--

(1) No licensee shall directly or indirectly charge,
contract for, or receive any interest, discount, or

2

1.47

1.48

1.49

1.50

1.56

words underlined are additions.
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consideration greater than 18 percent per annum upon any loan,
or upon any part or all of any aggregate loan i1ndebtedness of
the same borrower, of the amount of more than $5,000 $27;5889.
The foregoing prohibition shall also apply to any licensee who
permits any person, as borrower, or as endorser, guarantor, or
surety for any borrower, or otherwise, or any husband and
wife, jointly or severally, to owe directly or contingently or
both to the licensee at any time a sum of more than §5,000
$25;568 for principal; provided, however, that i1f the proceeds
of any loan of $5,000 $27588 or less are used to discharge a
preexisting debt of the borrower for goods or services owed
directly to the person who provided such goods or services,
the licensee may accept from such person a guaranty of payment
of the principal of such loan with 1interest at a rate not
exceeding 18 percent per annum, and the acceptance of one or
more such guaranties 1n any aggregate amount shall not affect
the rights of such licensee to make the charges against the
primary borrower author:ized by s. 516.031, nor shall the
limitation apply to the i1solated acquisition directly or
indirectly by purchase or by discount of bona fide obligations
of a borrower. However, 1n the event a licensee shall make a
bona fide purchase of substantially all of the loans made
under this chapter from another licensee or other lender not
affiliated with the purchaser and such licensee or other
lender shall have an existing loan outstanding to one or more
of the borrowvers whose loans are purchased, such ligensee
making such purchase shall be entitled o liquidate and
collect the balances due on such loans, i1ncluding all lawful
charges and interest at the rates or arounts agreed upon 1n

such loan contracts.

3
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1.65

1.70

1.81
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Section S§5. For the purpose of 1ncorporating the
amendment to section 516.031(1), Florida Statutes, by this act
1n a reference thereto, section 516.035, Florida Statutes, 1s
reenacted to read:’

516.035 Rate of interest upon default.--In the event
that any balance remains unpaid at the expiration of the
scheduled q9tur1ty date of a loan, licensees may continue to
charge 1nterest on the unpaid balance at the rate provided for
1in s. 516.031(1} for a period not to exceed 12 months.
Thereafter, the 1irterest shall not exceed 10 percent per
annum.

Section 6. This act shall take effect October 1, 1985.

ARARRKKN BRI RN AR ANRANRR AR IR AN R AR R AR AXN

HOUSE SUMMARY

Increases from 52,500 to $5,000 the maximum amount of
loan which may be made at the 18 percent interest rate by
a person not licensed to engage in the business of making
loans. Increases from 52,500 to $5,000 the amount of
loan beyond which the 18 percent total cap on interest
applies to licensees under the Florida Consumer Finance
Act.

3

2.9

211
2.12

2.13

words underlined are addit.ons.



REVISED: BILL NO. SB 250

DATE: May 1, 1985 Page _1

SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT

ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Livaingston Cain _— 1. COM Fav.
2. Balzeraz_ﬁ_ Burnside EEZ 2. ECCA
3. 3.
SUBJECT: BILL NO. AND SPONSOR:
Consumer Finance SB 250 by

Senator Hill

I. SUMMARY:
A. Present Situation:

Chapter 516, Florida Statutes, establishes the Florida Consumer
Finance Act.

Section 516.02, Florida Statutes, relating to loans, provides
that lenders licensed under the act may make certain loans to
the value of $2,500 or less at an 18 percent per annum 1nterest

rate or higher, as authorized by the act or other statutes.
raproduteqd by
FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R. AL GRAY BUILDINT,

Section 516.031, Florida Statutes, 1984 Supplement, relating to
finance charges and maximum i1nterest rates, provides that the
maximum 1nterest rate allowed under this act 1s 30 percent on
the first $500, 24 percent on the next $500, 18 percent on the

Tallahasseq FL 323990250 next $1,500, and 18 percent overall for any loan which exceeds
Sarles.ll_. Oarton‘ §7§l $2,500 (i.e. if a loan exceeds $2,500, the higher incremental
rates of 1nterest are not chargeable on the first $2,500 loaned

but an 18 percent rate of interest applies to the entire amount
of the loan).

Section 516.035, Florida Statutes, relating to the rate of
interest upon default, provides that any loan in default
continues to accrue interest at these rates for the fairst
twelve months, and at 10 percent thereafter.

Section 516.18{(1), Florida Statutes, relating to the rate of
interest or consideration, prohibits a licensee under the act
from directly or indirectly charging, contracting, or receiving
any interest or consideration greater than 18 percent per annum
upon the loan, use, or forebearance of money, goods, or things
in action, or upon a loan or use 1n credit, of the amount or
value of $2,500 or less.

Section 516.21(1), Florida Statutes, relating to the
restriction of borrower's indebtedness, prohibits a licensee
from directly or indirectly charging, contracting or receiving
any interest, discount, or cons:deration greater than 18
percent per annum upon any loan, or upon any part or all of any
aggregate loan i1ndebtedness of the same borrower, of the amount
of more than $2,500. The section prohibits a licensee from
permitting a person, as borrower, or as endorser, gduarantor, or
surety for any borrower, or otherwise, or a husband and wife,
jointly or severally, from owing directly or contingently or
both to the licensee at any time a sum of more than $2,500 for
principal. The section provides, however, that 1f the proceeds
of a loan of $2,500 or less are used to discharge a preexisting
debt of the borrower for goods or services owed directly to the
persop who provided such goods or services, the licensee may
accept a guaranty of the payment of the principal or such loan
with i1nterest at a rate not exceeding 18 percent per annum,
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II.

Iv.

B. Effect of Proposed Changes:

The bi1ll would increase the amount that could be loaned by a
lender licensed in accordance with the Florida Consumer Finance
Act from $2,500 to $5,000 and still authorize the lender to
charge the 30 percent rate of i1nterest on the first $500, 24
percent rate of interest on the second $500, and 18 percent
rate of interest on the amount exceeding $1,000 but not
exceeding $5,000 of a loan. If a loan exceeds $5,000, the
higher incremental rates of interest are not chargeable on the
first $5,000 loaned but an 18 percent rate of interest appl:ies
to the entire amount of the loan.

ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:

According to the Department of Banking and Finance, lenders
licensed 1n accordance with the law would benef:it to the extent
that they would be able to make loans from $2,500 to $5,000 and
remain authorized to collect 30 percent and 24 percent interest
on the first $500 and second $500, respectively. It appears
that the increased yield would encourage these lenders to make
loans in greater pringipal amounts, and as a result, loans 1in
larger amounts would be available to consumers.

B. Government:
None.
COMMENTS :

The bi1ll changes all references 1n chapter 516, Florida Statutes,
to $2,500 to $5,000 except i1n section 516.20(2), Florida Statutes,
1984 Supplement, relating to the definition of "interest," which
prohibits a licensee from contracting for a loan under chapter 516,
Florida Statutes, for $600 or less which 1s not scheduled to be
repaid within 24 months and 15 days, or for more than $600 up to
$2,500 which is not scheduled to be repaid within 36 months and 15
days, but permits such loans exceeding $2,500 to be made for terms
exceeding 36 months and 15 days.

An identical bill, HB 217, has been filed 1n the House,

AMENDMENTS :
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ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Livingston Calin S N 1. COM Fav.
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3. 3.
SUBJECT: BILL NO. AND SPONSOR:

Consumer Finance SB 250 by

Senator Hill

I. SUMMARY:

A,

Present Situation:

Chapter 516, Florida Statutes, establishes the Florida Consumer
Finance Act.

Section 516.02, Flor:ida Statutes, relating to loans, provides
that lenders licensed under the act may make certain loans to
the value of $2,500 or less at an 18 percent per annum interest
rate or higher, as authorized by the act or other statutes.

Section 516.031, Florida Statutes, 1984 Supplement, relating to
finance charges and maximum interest rates, provides that the
maximum 1nterest rate allowed under this act is 30 percent on
the first $500, 24 percent on the next $500, 18 percent on the
next §$1,500, and 18 percent overall for any loan which exceeds
$2,500 (1.e. 1f a loan exceeds $2,500, the higher i1ncremental
rates of interest are not chargeable on the first $2,500 loaned
but an 18 percent rate of 1interest applies to the entire amount
cf the loan).

Section 516.035, Florida Statutes, relating to the rate of
interest upon default, provides that any loan in default
continues to accrue 1nterest at these rates for the first
twelve months, and at 10 percent thereafter.

Section 516.18(1), Florida Statutes, relating to the rate of
interest or consideration, proh:ibits a licensee under the act
from directly or indirectly charging, contracting, or receiving
any interest or consideration greater than 18 percent per annum
upon the loan, use, or forebearance of money, goods, or things
in action, or upon a loan or use 1n credit, of the amount or
value of §$2,500 or less.

Section 516.21(1), Florida Statutes, relating to the
restriction of borrower's indebtedness, prohibits a licensee
from directly or indirectly charging, contracting or receiving
any interest, discount, or consideration greater than 18
percent per annum upon any loan, or upon any part or all of any
aggregate loan indebtedness of the same borrower, of the amount
of more than $2,500. The section proh:ibits a licensee from
permitting a person, as borrower, or as endorser, guarantor, or
surety for any borrower, or otherwise, or a husband and wife,
jointly or severally, from owing directly or contingently or
both to the licensee at any time a sum of more than $2,500 for
principal. The section provides, however, that :f the proceeds
of a loan of $2,500 or less are used to discharge a preexisting
debt of the borrower for goods or services owed directly to the
person who provided such goods or services, the licensee may
accep- a guaranty of the payment of the principal or such loan
with .aterest at a rate not exceeding 18 percent per annum.
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II.

Iv.

B. Effect of Proposed Changes:

The bill would increase the amount that could be loaned by a
lender licensed 1n accordance with the Florida Consumer Finance
Act from $2,500 to $5,000 and still authorize the lender to
charge rhe 30 percent rate of interest on the first $500, 24
percent rate of i1nterest on the second $500, and 18 percent
rate of i1nterest on the amount exceeding $1,000 but not
exceeding $5,000 of a loan. If a loan exceeds $5,000, the
higher 1ncremental rates of 1interest are not chargeable on the
first $3,000 loaned but an 18 percent rate of 1nterest applies
to the entire amount of the loan.

ECONOMIC IMPACT AND FISCAL NOTE:

A. Public:

According to the Department of Banking and F1naqce, lenders
licensed 1n accordance with the law would benefit to the extent
that they would be able to make loans from $2,500 to $5,000 and
remain authorized to collect 30 percent and 24 percent 1interest
on the first $500 and second §$500, respectively. It appears
that the increased yield would encourage these lenders to make
loans 1n greater principal amounts, and as a result, loans 1in
larger amounts would be available to consumers.

B. Government:
None.
COMMENTS :

The bi1ll changes all references in chapter 516, Florida Statutes,
to $2,500 to $5,000 except 1n section 516.20(2), Florida Statutes,
1984 Supplement, relating to the definition of "interest," which
prohibits a licensee from contracting for a loan under chapter S16,
Florida Statutes, for $600 or less which 1s not scheduled to be
repaid within 24 months and 15 days, or for more than $600 up to
$2,500 which 1s not scheduled to be repaid within 36 months and 15
days, but permits such loans exceeding $2,500 to be made for terms
exceeding 36 months and 15 days.

An 1dentaical bill, HB 217, vas been ffTed“xw*the~ch§S. Gy

b e,
AMENDMENTS : apt
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1. SUMMARY :
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Chapter 516, Florida Statutes, establishes tne Florida Consumer
Finance Act.

Section 516.02, Florida Statutes, relating to loans, provides
that lenders licensed under the act may make certain loans to
the value of $2,500 or less at an 18 percent per annum interest
rate or higher, as authorized by the act or other statutes.

Section 516.031, Florida Statutes, 1984 Supplement, relating to
finance charges and maximum 1nterest rates, provides that the
maximum interest rate allowed under this act i1s 30 percent on
the first $500, 24 percent on the next $500, 18 percent on the
next $1,500, and 18 percent overall for any loan which exceeds
$2,500 (1.e. 1f a loan exceeds $2,500, the higher incremental
rates of 1nterest are not chargeable on the first $2,500 loaned
but an 1B percent rate of i1nterest applies to the entire amount
of the loan).

Section 516 035, Florida Statutes, relating to the rate of
1nterest upon default, provides that any loan 1n default
continues to accrue interest at these rates for the first
twelve months, and at 10 percent thereafter.

Section 516.18(1), Florida Statutes, relating to the rate of
interest or consideration, prohibits a licensee under the act
from directly or i1ndirectly charging, contracting, or receiving
any 1interest or consideration greater than 18 percent per annum
upcen the loan, use, or forebearance of money, goods, or things
1n action, or upon a loan or use 1n credit, of the amount or
value of $2,500 or less.

Section 516.21(1), Florida Statutes, relating to the
restriction of borrower's indebtedness, prohibits a licensee
from directly or indirectly charging, contracting or receiving
any i1nterest, discount, or consideration greater than 18
percent per annum upon any loan, or upon any part or all of any
aggregate loan indebtedness of the same borrower, of the amount
of more than $2,500. The section prohibits a licensee from
permitting a person, as borrower, or as endorser, guarantor, or
surety for any borrower, or otherwise, or a husband and wife,
jointly or severally, from owing directly or contingently or
both to the licensee at any time a sum of more than $2,500 for
principal. The section provides, however, that 1f the proceeds
of a loan of $2,500 or less are used to discharge a preexisting
debt of the borrower for goods or services owed directly to the
person who provided such goods or services, the licensee may
accept a guaranty of the payment of the principal or such loan
with 1nterest at a8 rate not exceeding 18 percent per annum.



REVISED: June 14, 1985 BILL NO. SB 250

DATE; May 3, 1885 Page _2
L}
B. Effect of Proposed Changes:
The bi1ll would i1ncrease the amount that could be loaned by a
lender licensed i1n accordance with the Florida Consumer Finance
Act from $2,500 to $5,000 and sti1ll authorize the lender to
charge the 30 percent rate of interest on the first $500, 24
percent rate of i1nterest on the second $500, and 18 percent
rate of i1nterest on the amount exceeding $1,000 but not
exceeding 5$5,000 of a loan. If a loan exceeds §5,000, the
higher incremental rates of i1nterest are not chargeable on the
first $5,000 loaned but an 18 percent rate of interest applies
to the entire amount of the loan.
II. ECONOMIC IMPACT AND FISCAL NOTE:
A. Publaic:
According to the Department of Banking and F1nahce, lenders
licensed 1n accordance with the law would benefit to the extent
that they would be able to make loans from $2,500 to $5,000 and
remain author:zed to collect 30 percent and 24 percent interest
on the first $500 and second $500, respect:vely. It appears
that the 1ncreased y:eld would encourage these lenders to make
loans 1n greater praincipal amounts, and as a result, loans 1in
larger amounts would be available to consumers.
B. Government:
None.
ITI. COMMENTS:
The bi1ll changes all references in chapter 516, Florida Statutes,
to $2,500 to $5,000 except in section 516.20(2), Florida Statutes,
1984 Supplement, relating to the definition of "interest," which
prohibits a licensee from contracting for a loan under chapter 516,
Florida Statutes, for $600 or less which is not scheduled to be
repaid within 24 months and 15 days, or for more than $600 up to
$2,500 which 1s not scheduled to be repaid within 36 months and 15
days, but permits such loans exceeding $2,500 to be made for terms
exceeding 36 months and 15 days.
An i1dentical bill, HB 217, was approved by the Governor on May 24,
1985, and appears as chapter 85-32, Laws of Flor:ida.
IV. AMENDMENTS:

None.
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6c SUMMARY :

This bill permits a licensee unA- snsumer Finance
Act to subject a greater prinr:- » higher combined
interest rate.

Section 516.02(1), F. rson from
engaging in the business of 1 ralue of $2,500
and subjecting that loan to ¢ ter than 18
percent per annum without obt m the Department

of Banking and Finance,

Section 516.031(1), F.S$ , permits a licensee to lend any
sum of money not exceeding $25,000. Interest charges on the
money loaned are applied 1n a graduated manner. The maximum
interest rate allowable is 30 percent per annum and is computed
on the first $500 of the principal amount. On that part of the
principal amount exceeding $500 but not exceeding $1,000, there
is a 24 percent per annum interest charge. An 18 percent
interest rate applies to that part of the principal amount
exceeding $1,000 but not exceeding $2,500. Eighteen percent per
annum simple i1nterest 1s charged on the entire principal of loans
exceeding $2,500.

Section 516.21(1), F.S., restricts the indebtedness of a
borrower. A licensee is prohibited from subjecting a loan or any
part or all of any aggregate loan indebtedness of the same
borrower of an amount greater than $2,500 to any interest,
discount, or consideration which exceeds 18 percent per annum.
Further, this prohibition applies when the person is a borrower,
enderser, guarantor, or surety for any borrower. Similarly, a
licensee is restricted by the stated prohibition where a husband
and wife, jointly or severally, owe directly or contingently or
both to the licensee a sum greater than $2,500 as the principal
amount.,
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Additionally, s. 516.21(1), F.S., provides that where a
loan for $2,500 or less 1s used to discharge a pre-existing debt
for goods or services, the licensee may accept a quaranty of
payment of the loan by the provider of the goods and services.
However, the interest rate that applies to the guarantee shall
not exceed 18 percent per annum.

Generally, the amendments proposed by this Dbill raise the
principal amount that may be sublected to the graduated rate of
interest set forth in the Consumer Finance Act. Further,
aggregate loans and loans acquired to discharge a pre-existing
debt have an increase in the principal amount to which licensees
may apply the 18 percent interest rate. The proposed legislation
raises the principal from $2,500 to $5,000.

Amending subsection (1) of s. 516.03, F.S., this bill
increases from $2,500 to $5,000 the cap on the amount of the
principal which a licensee may apply to an interest rate of 18
percent per annum., On the portion of the principal exceeding
$1,000 but not exceeding $5,000, the applicable interest rate is
18 percent. All other portions of the principal subjected to the
graduating interest rates remain as previously described.
Moreover, a licensee continues to be prohibited from making a
loan exceeding $25,000,

Section 516.035, F.S., referring to the rate of interest
upon default 1s reenacted to incorporate the amendment to s.
516.031(1), F.S. Any balance unpaid at the date of maturity of
the loan is subject to the varying interest rates except that
such 1nterest shall not be applied for a period exceeding 12
months. Thereafter, a 10 percent interest rate becomes
applicable.

II. ECONOMIC IMPACT:
A, Public:

The increase in the portion of the principal amount
subject to the 18 percent per annum interest rate will result in
a financial gain to persons engaged in the business of making
loans and licensed under the Consumer Finance Act. Increasing
from $2,500 to $5,000, tHe@ praincipal amount that may be subject
to an interest rate not exceeding 18 percent per annum by persons
not licensed under the act will produce a financial gain to those
lenders. Licensees will receive an increase 1n the overall yield
on loans between $2,500 and $5,000. However, the extent of the
increase will depend on the size of the loan.
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B. Government: None

ITII. COMMENTS:

Highly encouraged by the Consumer Finance Industry, the
proposed legislation has the underlying effect of increasing the
amount of money consumer finance companies will lend to
borrowers. Although the statute permits the licensee to lend up
to $25,000, the general practice is for the principal amount to
be limited to $2,500. The increase in the principal amount from
$2,500 to §$5,000, that can be subjected to the graduated interest
rates is likely to encourage lenders to increase the amount of
their loans.

During the year 1983, the Florida Consumer Finance Lenders
made loans in the amount of $561,6864,837.91. That dollar amount
constituted the making of 262,710 loans. Loans of $2,500 or less
were given to 237,317 borrowers. However, only 12,727 loans were
made in amounts between $2,500.01 and $5,000.
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