Fl ori da Senate - 2006 SB 1634
By Senator Baker

20- 807A- 06

1 A Dbill to be entitled

2 An act relating to title |oans; anending s.

3 494, 00797, F.S.; deleting authorization for the
4 regul ation of title loan | enders by |oca

5 governments; anmending s. 537.008, F.S.

6 requiring certain additional disclosure

7 provisions to be specified in title |oan

8 agreenents; anending s. 537.011, F.S.

9 i ncreasing the maxinuminterest rates on title
10 | oans; providing an exception for nenbers of

11 the United States Arnmed Forces and their

12 spouses; requiring certain mninmmprincipa

13 paynments on | oans that are extended; anending

14 s. 537.013, F.S.; prohibiting | enders from

15 taking |l egal action to recover deficits when

16 titled personal property is repossessed and

17 sold for less than the remaini ng bal ance due on
18 the loan; limting actions that |enders may

19 t ake agai nst nmenbers of the United States Arned
20 Forces; repealing s. 537.018, F.S., relating to
21 authorization for |local governnents to adopt
22 nore restrictive ordi nances governing title
23 | oans; providing an effective date
24
25| Be It Enacted by the Legislature of the State of Florida:
26
27 Section 1. Section 494.00797, Florida Statutes, is
28| anended to read:
29 494.00797 General rule.--All counties and
30| municipalities of this state are prohibited fromenacting and
31| enforcing ordi nances, resolutions, and rul es regul ating

1
CODI NG Words st+r+eken are del etions; words underlined are additions.




© 00 N O 0o b~ W N B

W WN RN NNMNDNDRNDNNRNNDNRR R R B R B R B R
P O © ® N O U A W N RP O © ® N O 00 » W N B O

Fl ori da Senate - 2006 SB 1634
20- 807A- 06

financial or lending activities, including ordinances,
resolutions, and rules disqualifying persons from doi ng
business with a city, county, or rmunicipality based upon

| ending interest rates or inposing reporting requirenents or
any ot her obligations upon persons regarding financia
services or |ending practices of persons or entities, and any
subsidiaries or affiliates thereof, who:

(1) Are subject to the jurisdiction of the office,
including for activities subject to this chapter—exeept
eptH-estHeensed—under—s—534004;

(2) Are subject to the jurisdiction of the Ofice of
Thrift Supervision, the Ofice of the Conptroller of the
Currency, the National Credit Union Administration, the
Federal Deposit |nsurance Corporation, the Federal Trade
Conmmi ssion, or the United States Departnent of Housing and
Ur ban Devel opnent;

(3) Oiiginate, purchase, sell, assign, secure, or
service property interests or obligations created by financia
transactions or | oans nade, executed, or originated by persons
referred to in subsection (1) or subsection (2) to assist or
facilitate such transacti ons;

(4) Are chartered by the United States Congress to
engage in secondary market nortgage transactions; or

(5) Are created by the Florida Housing Finance

Cor poration.

Proof of nonconpliance with this act can be used by a city,
county, or nunicipality of this state to disqualify a vendor
or contractor from doing business with a city, county, or

muni cipality of this state.
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Section 2. Paragraph (e) of subsection (2) of section
537.008, Florida Statutes, is redesignated as paragraph (f),
and a new paragraph (e) is added to that subsection, to read:

537.008 Title | oan agreenent. --

(2) The following information shall also be printed on
all title |loan agreenents:

(e) The follow ng statenent in not | ess than 14-point

uppercase bold type:

1. THI S LOAN IS NOT | NTENDED TO MEET LONG TERM
FI NANCI AL _NEEDS.

2.  YOU SHOULD USE THI S LOAN ONLY TO MEET SHORT- TERM
CASH NEEDS.

3.  YOU MUST PAY ADDI TI ONAL | NTEREST AND FEES | F YOU
RENEW THI S LOAN RATHER THAN PAY THE DEBT I N FULL WHEN DUE.

4. THI S LOAN IS A H GHER | NTEREST LOAN. YOU SHOULD
CONS| DER WHAT OTHER LOWER- COST LOANS MAY BE AVAI LABLE TO YOU.

5. YOU ARE PLACI NG AT RI SK YOUR CONTI NUED OANERSHI P OF
THE PERSONAL PROPERTY WHOSE TITLE YOU ARE PLEDA NG FOR THI S
L OAN.

6. |F YOU DO NOT REPAY THE FULL AMOUNT OF THI S LOAN BY
THE END OF THE MATURITY OR EXTENSI ON DATE OF THE LOAN, THE
LENDER MAY TAKE POSSESSI ON OF THE PROPERTY WHOSE TITLE IS
PLEDGED AND MAY SELL THE PROPERTY AS PROVI DED BY LAW

7. |F YOU ENTER INTO A TITLE LOAN AGREEMENT, YOU HAVE
A LEGAL RI GHT OF RESCI SSI ON AND MAY CANCEL THE CONTRACT AT NO
COST TO YOU BY RETURNI NG THE MONEY YOU BORROWED BY THE NEXT
BUSI NESS DAY AFTER THE DATE OF YOUR LOAN.

Al owners of the titled personal property must sign the title

| oan agreenent.

3

CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 SB 1634
20- 807A- 06

1 Section 3. Section 537.011, Florida Statutes, is

2| amended to read:

3 537.011 Title | oan charges.--

4 (1) Atitle loan | ender nmay charge a maxi mum i nterest
5| rate of 22 38 percent per nonth anrum conputed on the first

6| $2,000 of the principal ambunt, 24 percent per nmonth arsdm on
7| that part of the principal ampunt exceedi ng $2, 000 and not

8| exceeding $3,000, and 18 percent per nonth anmrum on that part
9| of the principal ampunt exceeding $3,000. However, a title

10| lLoan Il ender may only charge a maxinmuminterest rate of 30

11| percent per annum conputed on the first $2,000 of the

12| principal amount, 24 percent per annumon that part of the

13| principal amount exceeding $2, 000 and not exceedi ng $3, 000,
14| and 18 percent per annumon that part of the principal anpunt
15| exceeding $3,000 to a borrower who is a nmenber of the United
16| States Arned Forces or the spouse of such servicenenber. The
17| original principal amunt is the sanme ampunt as the anount

18| financed, as defined by the federal Truth in Lending Act and
19| Regul ation Z of the Board of Governors of the Federal Reserve
20| System |In determ ning conpliance with the statutory nmaxi num
21| interest, the conputations nust be sinple interest and not
22| add-on interest or any other conputations. Wen two or nore
23| interest rates are to be applied to the principal anount, the
24| lender may charge interest at that single nonthly anrrual
25| percentage rate for nonmlitary borrowers or that sanme annua
26| percentage rate for mlitary servicenenbers or their spouses
27| which, if applied according to the actuarial nethod to each of
28| the schedul ed periodic bal ances of principal, would produce at
29| maturity the same total amount of interest as would result
30| fromthe application of the two or nore rates otherw se
31
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perm tted, based upon the assunption that all paynents are
made as agreed.

(2) The annual percentage rate that may be charged for
atitle loan may equal, but not exceed, the annual percentage
rate that must be conputed and di scl osed as required by the
federal Truth in Lending Act and Regul ation Z of the Board of
Governors of the Federal Reserve System The nmaxi num annua
percentage rate of interest that nmay be charged is 12 tines

the maxi mum nonthly rate, and, for borrowers who are mlitary

servi cemenbers or their spouses, the maxi mum nmonthly rate nust

be conputed on the basis of one-twelfth of the annual rate for
each full nmonth. The conmi ssion shall establish by rule the
rate for each day in a fraction of a nonth when the period for
whi ch the charge is conputed is nmore or |ess than 1 nonth.

(3) Atitle | oan agreenent nay be extended for one or
nore 30-day periods by nmutual consent of the title |oan |ender
and the borrower. Each extension of a title |oan agreenent
shall be executed in a separate extension agreenent, each of
which shall conmply with the requirenents for executing a title
| oan agreenent as provided in this act. The interest rate
charged in any title | oan extension agreenent shall not exceed
the interest rate charged in the related title | oan agreenent.
Atitle loan | ender may not capitalize in any title | oan
extensi on agreenment any unpaid interest due on the rel ated
title |l oan agreenent or any subsequent extensions to that
title |l oan agreenent.

(4) Notwithstanding any provision of lawto the

contrary, beginning with the first extension of a |oan _and at

each successive extension, the borrower nust pay at |east 5

percent of the original principal anmpunt of the |loan in

addition to interest and fees authorized by this chapter
5

CODI NG Words st+r+eken are del etions; words underlined are additions.




Fl ori da Senate - 2006 SB 1634
20- 807A- 06

1| Interest and fees at each successive extension nust be

2| calculated on the outstanding principal balance. Principa

3| payments in excess of the required principal reduction shal

4| be credited to the outstanding principal on the day received.
5 1Lf, at the maturity of any extension requiring a principa

6| reduction, the borrower has not made principal reductions

7| adequate to satisfy the current required principal reduction
8| and the borrower is unable to repay at least 5 percent of the
9| original principal balance and any outstanding interest and
10| fees, the title loan | ender may defer any required principa
11| paynment until the end of the title |oan agreenent, but

12| additional interest or fees may not accrue on any such

13| deferred principal anount.

14 (5) 4 Any interest contracted for or received,

15| directly or indirectly, by a title loan | ender, or an agent of
16| the title loan I ender, in excess of the amounts authorized

17| under this chapter is prohibited and may not be coll ected by
18| the title loan | ender or an agent of the title |oan |ender

19 (a) |If such excess interest resulted froma bona fide
20| error by the title loan | ender, or an agent of the title |oan
21| lender, the title | oan agreenent shall be voidable and the

22| lender shall refund the excess interest to the borrower wthin
23| 20 days after discovery by the | ender or borrower of the bona
24| fide error, whichever occurs first.

25 (b) If such excess interest resulted froman act by
26| the title loan | ender, or an agent of the title |oan | ender

27| to circumvent the maxinumtitle |l oan interest allowed by this
28| act, the title | oan agreenent is void. The | ender shall refund
29| to the borrower any interest paid on the title |oan and return
30| to the borrower the |oan property. The title |oan |ender

31
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1| forfeits the lender's right to collect any principal owed by

2| the borrower on the title |oan.

3 (c) The office may order a title | oan | ender, or an

4| agent of the title loan lender, to conply with the provisions
5| of paragraphs (a) and (b).

6 (6)€65> Any interest contracted for or received,

7| directly or indirectly, by atitle I oan | ender, or an agent of
8| the title loan lender, in excess of the amount allowed by this
9| act constitutes a violation of chapter 687, governing interest
10| and usury, and the penalties of that chapter apply.

11 Section 4. Paragraphs (o) and (p) are added to

12| subsection (1) of section 537.013, Florida Statutes, to read:
13 537.013 Prohibited acts.--

14 (1) Atitle loan lender, or any agent or enployee of a
15| title loan | ender, shall not:

16 (0) Take legal action to recover any deficiency

17| balance if the proceeds fromthe sale of the titled persona
18| property are less than the remaini ng bal ance due on the |oan
19 (p)1. Take possession of a vehicle owned by a nenber

20| of the United States Arnmed Forces who is deployed to a conmbat
21| or conbat-support posting or is a menber of the United States
22| Reserve Forces or National Guard who is called to active duty,
23| or the spouse of the servicenenber, for the duration of the
24| deployment or active duty service;

25 2. Contact the commanding officer of the servicenenber
26| or anyone in the chain of command of the servicenenber in an
27| effort to collect an obligation under a title |oan transaction
28| entered into with the servicenenber or the spouse of the

29| servi cenenber; or

30 3. Enter into a title |oan agreenent with a

31| servicenenber if a mlitary base conmmander declares that a
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1| specific location of the lender's business is off linits to

2| nmilitary personnel and fornmally notifies the | ender of the

3| declaration.

4 Section 5. Section 537.018, Florida Statutes, is

5| repeal ed.

6 Section 6. This act shall take effect July 1, 2006

7
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9 SENATE SUMVARY

10 Revi ses provisions relating to title |oans. Del etes
Brovisions allowing regulation of title |loans and | enders

11 y local governments. Increases interest rates on such
| oans and exenpts certain nmenbers of the United States

12 Armed Forces from such higher rates. Requires that
m ni mum princi pal paYnEnts be made when such | oans are

13 extended. Prohibits [enders fromtaking | egal action
agai nst borrowers who default. Limts certain actions

14 that | enders nmay take against military servicenmenbers or
their spouses.
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