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AN ACT relating to consumer loan companies.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 288.430 is amended to read as follows:

(1)
Each application for a license under this chapter shall be made in writing, under oath or affirmation, in such form as the commissioner prescribes. 

(2)
The application shall contain: 

(a)
In the case of an individual, his name and the address of his residence and place of business; 

(b)
In the case of a partnership or association, the name and address of every member thereof and the address of the place where the business is to be conducted; 

(c)
In the case of a corporation, the names and addresses of the principal officers and directors thereof and the address of the place where the business is to be conducted; and 

(d)
Such additional information as the commissioner prescribes. 

Section 2.   KRS 288.450 is amended to read as follows:

(1)
The commissioner shall, after investigation, issue to the applicant a license to make loans in accordance with this chapter, if the commissioner:

(a)
Approves the form of the application;

(b)
Finds that the financial responsibility, experience, character, and general fitness of the applicant, and of the members thereof if the applicant is a partnership or association, and of the officers and directors thereof if the applicant is a corporation, are such as to command the confidence of the community and to warrant the belief that the business of the applicant will be operated honestly, fairly, and efficiently in accordance with the purposes of this chapter; and
(c)[
Finds that permitting such applicant to engage in such business will promote the convenience and advantage of the community; and

(d)]
Finds that the applicant has complied with KRS 288.440.

(2)
If the commissioner does not so find, he shall not issue a license and shall notify the applicant of the denial and return the sum paid by the applicant as a license fee, retaining the fifty dollars ($50) investigation fee to cover the cost of investigating the application.

(3)
The commissioner shall approve or deny every application for license within sixty (60) days from the filing thereof with the fees unless the time is extended by a written agreement between the applicant and the commissioner. If the commissioner denies a license, the applicant may appeal, and upon appeal an administrative hearing shall be conducted in accordance with KRS Chapter 13B.

(4)
The official record of the hearing shall be filed in the office of the commissioner as public records, open to public inspection.

Section 3.   KRS 288.470 is amended to read as follows:

(1)
No licensee shall conduct the business authorized by this chapter in any office, room, or place of business in which any other business, except purchase of retail and installment sales contracts and motor club memberships, is solicited or engaged in, or in association or conjunction therewith, except upon a written authorization from the commissioner. 

(2)
Nothing in this chapter shall be construed to limit the loans of any licensee to residents of the community in which the licensed place of business is situated, nor to prohibit the making and collecting of loans by mail. 

(3)
Nothing in this chapter shall be construed to limit the ability of any licensee to make a loan or loans in the principal amount greater than fifteen thousand dollars ($15,000) at the licensed location at the same rates as provided in KRS 360.010.
Section 4.   KRS 288.533 is amended to read as follows:

Notwithstanding the provisions of KRS 288.530(10) or of any other law, in any extension of credit pursuant to KRS Chapter 288, the licensee may charge and collect the following:

(1)
A fee, or premium for insurance, in lieu of perfecting a security interest to the extent that the fee or premium does not exceed the fee payable to public officials for perfecting the security interest; and

(2)
A bad check charge of fifteen dollars ($15), or the amount passed on from other financial institutions, whichever is greater, for any check, draft, negotiable order of withdrawal, or like instrument returned or dishonored for any reason by a depository institution, which charge licensee may charge and collect, through regular billing procedures, or otherwise from the borrower; and

(3)
A reasonable attorney's fee, in connection with the collection of a loan, actually incurred by the licensee and paid to an attorney who is not an employee of the licensee; and
(4)
A charge for credit investigations of one dollar ($1) for each fifty dollars ($50) or fraction thereof of the principal amount of the loan. This charge shall be permitted only on the first two thousand dollars ($2,000) of the principal amount of the loan. No charge shall be collected unless a loan has been made as a result of the investigation.
Section 5.   KRS 288.600 is amended to read as follows:

Each licensee shall keep and use in his business and shall preserve for at least two (2) years after making the final entry therein, such books, accounts, records, or card systems in accordance with sound accounting principles and practices to enable the commissioner to determine whether the licensee is complying with the provisions of this chapter, and with the regulations made pursuant thereto, and for at least three (3) years on loans secured by residential property.

Section 6.   KRS 288.610 is amended to read as follows:

(1)
The provisions of this chapter shall be enforced by the commissioner, who may, after notice to licensees and a hearing, promulgate regulations, referenced to the section or sections which set forth the legislative standards they interpret or apply, for the proper conduct application shall state the date of promulgation and the effective date. A copy of every such regulation shall be sent to all licensees before the effective date thereof and a copy shall be kept in an indexed permanent book in the office of the commissioner as a public record. 

(2)
The commissioner shall make an annual examination of the affairs, business, office, and records of every licensee, and such further examinations or investigations as he deems necessary for the purpose of discovering violations of this chapter or of securing information necessary for its proper enforcement. Every licensee shall pay a fee sufficient to cover the cost of each examination based upon fair compensation for time and actual expenses.
(3)
For the purpose of making such examinations or investigations the commissioner and his representatives may require the attendance of and examine under oath all persons whose testimony he may require, relative to the loans or business of any such licensee, and shall have free access to the accounts, papers, records, files, safes, vaults, offices, and places of business used in connection with any business conducted under any license issued in accordance with this chapter. 

Section 7.   KRS 288.615 is amended to read as follows:

In undertaking the examination of a consumer[petty] loan company neither the Commonwealth of Kentucky, the commissioner of the department of financial institutions, nor any examiner employed by the Commonwealth shall become liable to any depositor, investor, or other obligor of said consumer[petty] loan company by reason of said examination or omission of said examination to fully and effectively disclose the financial condition of said consumer[petty] loan company, it being the policy of the Commonwealth of Kentucky that such examinations as are required by KRS 288.610 are for the purpose of determining compliance with state law and not for the purpose of protecting or guaranteeing the depositors, investors or other obligors of said consumer[petty] loan companies.

Section 8.   KRS 288.620 is amended to read as follows:

(1)
[No person, except as authorized by statute shall directly or indirectly by any device, subterfuge or pretense whatsoever, charge, contract for or receive or participate as agent, broker or in any other capacity in charging, contracting for or receiving any interest, discount or consideration greater than six percent (6%) per annum upon any loan in the amount of or the value of fifteen thousand dollars ($15,000). 

(2)
]Any loan in the amount of fifteen thousand dollars ($15,000) or less for which there has been charged, contracted for or received a greater rate of interest, discount or consideration, except as provided for by statute, is against the public policy of this state. 

(2)[(3)]
No such loan made outside this state shall be enforced in the state and every person participating therein in this state shall be subject to the provisions of this chapter, but this section does not apply to loans legally made in any state, country, commonwealth, territory or district.

Section 9.   KRS 288.440 is amended to read as follows:

(1)
Each applicant at the time of making application shall pay two hundred fifty dollars ($250)[($50)] to the commissioner as a fee for investigating the application for the initial location in Kentucky, or a fee of one hundred fifty dollars ($150) for additional locations, and the additional sum of three hundred seventy-five dollars ($375)[two hundred and fifty dollars ($250)] as an annual license fee for each location for the period terminating on the last day of the current calendar year. If the application is filed after June 30 in any year, the payment shall be one hundred eighty-seven dollars ($187)[one hundred and twenty-five dollars ($125)] as a license fee in addition to the fee for investigation.[ In addition to the annual license fee every licensee hereunder shall pay the same fees for each examination as are allowed by statute for the examination of banks]
(2)
If any person regulated by the department desires to purchase an existing licensed location or locations, the person shall submit an application to the commissioner containing the information as the commissioner may prescribe. The fee for this application shall be one hundred dollars ($100) per location not to exceed one thousand dollars ($1,000).

Section 10.   The following KRS sections are repealed:

288.510   Financial condition of licensee.

288.515   Advertising statement required where institution not fully insured.
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