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MEMORANDUNM

TO: House Committee on Commerce KEE;SS}—

FROM: Robin S. Johnson, Committee Counsel

RE: House Bill 869 (HB69-CSRH-6): Committee Substitute
Summary

The proposed committee substitute for House B:ill 869
incorporates and modifies language from HB 53 (Assumption Fee
Changes), HB 155 (Interest Rates/Revolving Credit, HB 242 (Credit
Card Deregulation & Banks), HB 869 (Commercial Loans/Fees), and
HB 1103 (Property Exemptions). Section 1 (from HB 1103) rewrites
G.S. 1C-1601 by increasing the dollar amounts for property that a
debtor is entitled to keep free of the debtor’s creditors’
claims, and by clarifying that “he effect of the exemptions is
that a creditor cannot repossess the debtor’s household items in
which the creditor holds a nonpossessory, nonpurchase money
security interest wuntil <the creditor fully complies with
sta.utory procedures in G.S. 1C-1603,.

Sections 2-4 (from HB 869) rewrite G.S. 24-1.1, G.S. 24-1.2,
and G.S. 24-1.2A to allow lenders to charge a party to a loan or
extension of a loan a renewal fee not to exceed the greater of
174 of 1% of the outstanding balance at the time of modification,
renewal, extension, or amendment cf terms, or $50.00. If a loan
or extension of credit is not secured by real property, these
sections will also permit lenders to charge an origination fee
not to exceed the greater of 1,4 of 1% of the outstanding
balance, or $50.00 (currently, no provision for either fee).

Section 5 (from HB 53) rewrites G.S. 24-10 tc allow a lender
to charge the following assumption fees where a party assumes a
loan secured by real property:

-




MEMORANDUM
PAGE
May 10, 1991
: [ $400 ~-- The mortgage or deed of trust has a due on sale
clause (defined in the section) and the original obligor
is released from liability on the original obligation.
35 $125 -- The mortgage or deed of trust (a) does not have
a due on sale clause, or (b) has a due on sale clause,
but does not release original obligor from liability on
the original obligation.
(Current law allows a fee of $175 if the original obligor is
released from liability, or a fee of $100 if not released.) This
section also will allow a lender to charge a party to a loan
secured by real property a reascnable appraisal fee. The lender
will be required tc provide a copy of the appraisal report, if
the borrower requests, and to provide notice to the party that
the borrower has a right to obtain an independent third-party
appraisal.

Sections 6 and 7 (from HB 155 & 242) will authorize the
following charges on the extension of credit under open-end
credit plans, including revolving credit card plans (i.e., bank
cards) and consumer credit sales (i.e., retail credit cards):

L $5.00 late charge when a payment is more than 30 days

late (currently, no provision).

2o Either a $24.00 annual fee (currently $20.00 ané not
allowed on consumer credit sales) or a $2.00 monthly
service charge on the balance of any account not paid in
full within 25 days from the billing date (currently no
provision is made for monthly service charges).

The act would be effective October 1, 1991.
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clause (defined in the section} and the original obligor
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but does not release original obligor from liability on
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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 1991

HOUSE BILL 869

Short Tutle: Commercial Loans Fees. (Public}

Sponsors: Representative Brubaker

Reterred 1o: Commerce.

Apnil 18, 1991

A BILL TO BE ENTITLED

AN ACT TO AUTHORIZE CERTAIN LOAN AND APPRAISAL FEES AND TO

AMEND THE USURY LAWS APPLICABLE TO COMMERCIAL LOANS.
The General Assembly of North Carolina enacts:

Section 1. G.S. 24-10 1s amended by adding the following new subsection

to ecad:
“thi A bank, savings and loan associaiion, savings bank, or credit union. or any
subsidiary thhate thereof organized under the laws of this State or the United
States, may charge a party 10 4 loar: secured by real property a fee as may be agreed

0 he parties for an appraisal performe an_employee of the bank . sa vings

and loan association. savings bank. or credit union. or any subsidiary or affiliate
thercof "

Sec. 2. G.S. 24-9 reads as rewnitten:
"§ 24-9. Loans to corporat; «ss organized for p-ofit not subject
to claim or det wse of usury.
Notwithstanding any othes provision of this Chapter or any other provision of law.

profbrted: the parties 10 a loan, extension of credit. or commitment for a loan may

contract in writing for the payment of interest and fees as mav be agreed upon by the
partics where the loan, exiension of credit, or commitment for & loan is primanly for
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r defense

Sec. 3. Chapter 24 of the General Statutes 1s amended by adding the
following new section 1o read:

J Any HArge 4 ) 1 ) W X A " . y e
provisions of GS. 2411, GS. 24-1.2, or GS 24-12A 2 fec for the modificatic »
A n ' I ¢ -

thousand dollars ($25,000), or
. 2%) or fifty dollars

(350.00) where 1 tlemmd_amnm_qug_lm_Qumn_m sion_of
credit 1s twenty-five y (82 3
Sec. 4. G.S. 24-1.2A reads as rewritten:
"§ 24-1.2A. Equity lines of credit.

Notwithstanding any other provision of this Chapter, the parties to an equity hine
of credit, as defined in G S 45-81. may contract in writing for interest at rates which
shall not exceed the maximum rates permitted under GS. 24-1.2(2a): provided,
however, that the parties may contract for interest rates which shall be adjustable or
vanable, so long as for adjustable or vanable rate contracts the rate in effect for a
given period does niot exceed the maximum rate permitted under G.S. 24-1.2(2a) for
the same period. Fees may be charged on equity lines of credit which in the
aggregate, over the life of the contract hased on the maximum limit of the line of

credit, do not exceed those permitted under G.S. 24-10. Fees may be charged for the
ment_of any terms of an equity line of

modification, renewal. extension. or_amend
credit which do not exceed those permitted by G.S. 24-10.2(a)."
Sec. 5. This act becomes effective October 1, 199].

Page 2 House Bill 869
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GENERAL ASSEMBLY OF NORTH CAROLINA

SESSION 1991

HB69-CSRH-6
PROPOSED COMMITTEE SUBSTITUTE
HOUSE BILL 869
THIS IS A DRAFT S-FAY-9]1 09:47:28
ATTENTION: LINE NUMBERS MAY CHANGE AFTER ADOPTION

Short Title: Loans Fees. (Public)

Sponsors:

Referred to: Commerce.

April 18, 1991

A BILL TO BE ENTITLED
AN ACT TO INCREASE EXEMPT PROPERTY VALUES AND CLARIFY THE EFFECT

OF EXEMPTIONS, TO AUTHORIZE CERTAIN LOAN AND APPRAISAL FEES, TO

AMEND THE USURY LAWS APPLICABLE TO COMMERCIAL LOANS, TO

AUTHORIZE THE IMPOSITION OF AN ANNUAL FEE OR MONTHLY SERVICE

CHARGE ON CREDIT PLANS, AND TO AMEND THE LAW REGARDING

ASSUMPTION FEES IN CONNECTION WITH CERTAIN REAL ESTATE LOANS .
The (2neral Assembly of North Carolina enacts:

Section 1. G.S. 1C-1601 reads as rewritten:

"$§1C-1601. what property exempt; waiver; cxceptions.

{a) Exempt property. -- Each individual, resident of this
State, who 1is @2 debtor is entitled to retain free of the
enforcement of the claims of his creditors:

(1) The debtor’'s aggregate interest, not to exceed seovesn
3 tern thousand dcllars

($10,000) in value, in real property or personal property that
the debtor or a dependent of the debtor uses as a residence, in a
cooperative that owns property that the debtor or a dependent of
the debtor uses as a residence, or in a burial plot for the
debtor or a dependent of the debtor.
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(2) The debtor’s aggregate interest in any property, not

to exveed three
thousand five hundred dollars ($3,500) in value less any amount

of the exemption used under subdivision (1).
(3) The debtor’s interest, not to exceed one thousand

five hundraed dollars 4$3,0080)— ($1,500) in value, in one motor

vehicle.
(4) The debtor’s aggregate interest, not tc exceed tuwo

three thousand five

hundred dollars (53,500) in value for the debtor plus &ive
hundred-dcllass-4$500)— seven hundred fifty dollars ($S750.00) £ r
each dependent of the debtor, not to exceed twec three thousand
dollars 4$2,0808)— ($3,000) total for dependents, in household
furnishings, household goods, wearing apparel, appliances, books,
animals, crops, or musical instruments, that are held primarily
for the personal, family, or household use of the debtor or a

dependent of the debtor.
(5) The debtor’s aggregate interest, not to exceed five

sundred-dollass{$5008)— seven hundred fifty dollars ($750.00) in

value, in any implements, professional books, or tcocls of the

trade of the debtor or the trade of a dependent of the debtor.
(6) Life insurance as provided in Article X, Section 5

of the Ceonstituticon of North Carolina.
(7) Professionally prescribed health aids for the debtor

or a2 dependent of the debtor.

(8) Compensation for personal injury or compensation for
the death of a person upon whom the debtor was dependent for
support, but such compensation is not exempt from claims for
funeral, legal, medical, dental, hospital, and health care
charges related to the accident or injury giving rise to the

compensation.
(b) Definition. -- "value" as used in this Article means fair

market value of an individual’s interest in property, less valid
liens superior to the judgment lien sought to be enforced.

(c) Waiver. -- The exemptions provided in this Article and in
Sections 1 and 2 of Article X of the North Carolina Constitution,
cannot be waived except by:

(1) Transfer of property allocated as exempt (and in
that event only as to the specific property transferred), or

(2) Written waiver, after judgment, approved by the
clerk or district court judge. The clerk or district court judge
must find that the waiver is made freely, voluntarily, and with
full knowledge cf the debtor’s rights to exemptions and that he

is not required to waive them;

Page 2 HB69-CSRE-6
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(3) Failure to assert the exemption after notice to do
so pursuant to G.S. 1C-1673. The clerk or district court judge
may relieve such a waiver made by reascn of mistake, surprise or
excusable neglect, to the extent that the rights of innocent
third parties are not affected.

(d) Recent purchases. -- The exemptions provided in
subdivisions (2), (3), (4) and (3) of subsecticn (a) of this
section are inapplicable with respect to tangible personal
property purchased by the debtor less than 30 days preceding the
initiation of judgment collection proceedings or the filing of a
petition for bankruptcy.

(e) Exceptions. -- The exemptions provided in this Article are

inapplicable to claims
(1) Of the United States or its agencies as provided by

federal law;
(2) Of :he State or its subdivisions for taxes,

appearance bonds or fiduciary bonds;
{3) Of lien by a laborer for work cone and performed for
the person claiming the exemption, but only as to the specific

property affected;
(4) Of iien by a mechanic for work done on the premises,

but only as to the specific property affected;

{S5) For payment of cbligations contracted for the
purchase of the specific real property affected;

(6) Repealed by Session Laws 1981 (Teg. Sess., 1982), c.
1228, 5. 6, effective September 1, 1982;

(7) For contractual security interests in the specific
property affected; provided, that the exemptions shall apply to
the debtor’s household goods notwithstanding any contract for a
nonpossessory, nonpurchase money security interest in any such
goods;

(8) For statutory liens, on the specific property
affected, other than judicial liens;

(9) For child support, alimony or distributive award
oré :r pursuant to Chapter 50 of the General Statutes.

(f) Federal Bankruptcy Act. -- The exemptions provided in
The Bankruptcy Act, 11 U.S.C. § 522(d), are not applicable to
res.dents of this State. The exemptions provided by this Article
shall apply for purposes of The Bankruptcy Act, 11 vu.s.C. §
522(b).

{g) Effect of exemptions.--- Notwithstanding any other
provision of law, a creditor shall not ohtain possession of a
debtor’s household goods and furnichings in which the creditor
holds a nonpossessory, nonpurchase money security interest until

HBSS-CSRE-6 Page 3
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the creditor has fully complied with the procedures reguired by

G.S. 1C-1603."
Sec. 2. G.S. 24-1.1 reads as rewritten:

"§24-1.1. Contract rates and fees.

2) Except as otherwise provided in this Chapter or other
appiicable law, the parties to a loan, purchase noney loan,
advance, commitment for a loan or forbearance other than a credit
card, open- end, or similar loan may contract in writing for tha

peyment of interest not in excess of:
(1) Where the principal amount is twenty-five thousand

dollars ($25,000) or iess, the rate set under subdivigion—4{3)

subsection (c) of this section; or
(2) Any rate agreed upon by the parties where the
principal amount is more than twenty-five thousand dollars
{$25,000). ;
ib) As used in this section, interest shail not be deemed in
excess cf the rates provided where interest is computed monthly
on the outstanding principal balance and is collected not more
than 31 days in advance of its due date. Nothing in this section
shall be construed to authorize the charging of interest on
committed funds prior to the disbursement of said funds.
43+~ (c) On the fifteenth day of each month, the Commissioner
cof Banks shall announce and publish the maximum rate of interest
permitted by subdivision (1) of this section on that date. Such
rate shcll be the latest published ROR=COoR=po~tintive
aoncompetitive rate for U.S. Treasury bills with a six-month
maturity as of the fifteenth day of the month plus six percent
(6%), rounded upward or downward, as the case may be, to the
nearest one- half of one percent (1/2 of 1%) or sixteen percent
(16%), whichever is greater. If there i no nearest one-half of
one percent (1/2 of 1%), the Commissioner shall round downward to
the lower one-half of one percent (1/2 of 1%). The rate so
announced shall be the maximum rate permitted for the term of
lcans made under this section during the following calendar month
when the parties to such loans have agreed that the rate of
interest to be chaiged by the lender and paid by the borrower
shall not vary or be adjusted during the term of the loan. The
parties to a loan made under this section may agree to a rate of
interest which shall vary or be adjusted during the term of the
loan in which case the maximum rate of interest permitted on such
loans during a2 month during the term of the locan shall be the
rate announced by the Commissioner in the preceding calendar

month.

Page ¢ HB6S-CSRE-6
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{d) Any lender may charge a party to a loan or extension of
credit governed by this section a fee for the modification,
reneval, extension, or amendment of any terms of the loan or
extension of credit, such fee not to exceed the greater of one-
guarter of one percent (1/4 of 1%) of the balance outstanding at
the time of the modification, renewal, extension, or amendment of
terms, or fifty dollars ($50.00).

{e) Any lender may charge a party to a loan or extension of
credit not secured by real property governed by this section an
origination fee not to exceed the greater of one-gquarter of one
percent (1/4 of 1%) of the outstanding balance or fifty dollars

Sec. 3. G.S. 24-1.2 reads as rewritten:

"§ 24-1.2. Installment rates and fees.

Except as otherwise provided in this Chapter or other
applicable law, the parties to a loan, purchase money loan,
advance, commitment for a loan, or forbearance, may contract in
writing for the payment of interest nct in excess of:

(1) On installment loans not exceeding five thousand dollars
(§5,000), which are not secured by a security :nterest in any
degree on real property, which are for periods of not less than
§ix months nor more than 120 months, which are repayable in
substantially egual consecutive monthly payments, which shall not
be collected in advance, and which shall be computed monthly on
the outstanding principal balance. the rate shall not exceed the
rates set under subdivision (2a) of this section; provided, a
minir am charge of ten dollars ($10.00) or one dollar ($1.00) per
payment may be agreed to and charged in lieu of interest. The
borroser may prepay all or any part of this loan without penalty.
The dwe date of the first monthly payment shall not be more than
45 days following disbursement of funds under any such
installment loan.

(2) On installment loans not exceeding twenty-five thousand
dellars ($25,000), which are not secured by a first security
instrument on real property, and which are payable at least
quarterly in substantially egual payments of principal and
interest, or in substantially egual payments of principal, the
rate of interest, computed on the outstanding balance, shall not
exceed the rate set under subdivision (2a) of this section:
provided a minimum charge of ten dollars (S10.00) or one dollar
(31.00) per payment may be agreed toc and charged in lieu of
interest. The borrower may prepay all or any part of the loan
without penalty.

HB69-CSRE-6 Page S
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(2a) On the fifteenth day of each month, the Commissioner of
Banks shall announce and publish the maximum rate of interest
permitted by subdivisions (1) and (2) of this section. Such rate
shall be the latest published noncompetitive rate for U.S.
Treasury bills with a six-month maturity as of the fifteenth day
of the month plus six percent (6%), rounded upward or downward,
as tne case may be, to the nearest one-half of one percent (1/2
of 1%) or sixteen percent (16%), whichever is greater. If there
is no nearest one-half of one percent (172 of 1%), the
Commissioner shall round downward to the lower one-half of one
percent (1/2 of 1%). The rate so announced shall be the maximum
rate permitted for the term of loans made under this section
during the following calendar month when the parties to such
loanr have agreed that the rate of interest to be charged by the
lender and paid by the borrower shall not vary or be adjusted
during the term of the loan. The parties to a loan made under
this sectiorn may agree to a rate of interest which shall vary or
be adjusted during the term of the lcan in which case the maximum
rate of interest permitted on such loans during a month during
the term of the loan shall be the rate announced by the
Commissioner in the preceding calendar month.

{3), (4) Repealed by Session Laws 1979, c. 138, s. 3.

{5) Nothing in this section shall be construed to authorize the
charging of interest on committed fuads prior to the disbursement
of said funds.

(6) Notwithstanding the foregoing provisions of this section
on an inctallment loan not exceeding twenty-five thousand dollars
($25,000) which is securec by a first lien on a residential
manufactured home, the parties may contract in writing for the
payment of interest as agreed upon by the parties; Provided,
however, that this paragraph shall only apply if the parties
weuld have been entitled to so contract by the provisions of
section 501 of United States Public Law 96-221 and have complied
with the regulations promulgated thereunder. The borrower may
prepay 2ll or any part of the loan without penalty.

For the purpose of this paragraph (6), a "residential
manufactu-ed home” means a mobi.e home as defined in G.S.
143-145(7) which is used 2s a dwelling.

{?) Any lender may charge & party to a loan or extension of
credit uoverned by this section a fee for the modification,
renewal, extension, or amendment of any terms of the loan or
extension of credit, such fee not to exceed the greater of one-
guarter of one percent (1,4 of 1%) of the balance outstanding at

Page 6 HB69-CSRHE-6




OO dwm s WK e

NN NN N R b s s et bt s s i g
NeEWNHOOUD IS WN MO

)

aaaawwwwuwwwwwNNNh
wnuotomqmmawwwomo-l

-

GENERAL ASSEMBLY OF NORTH CAROLINA SEf JION 1991

the time of the modification, renewal, extension, or amendment of
terms, or fifty dollars ($50.00:.

(8) Any lender may charge » party to a loan or extension of
credit not secured by real property governed by this section an
origination fee not to exceed the greater of one-guarter of one
percent (1/4 of 13) of the cutstanding balance or £fifty dollars
($50.00)."

Sec. 4. G.S5. 24-1.2A reads as rewritten:

"§ 24-1.2A. Equity lines of credit.

(a) Notwithstanding any other provision of this Chapter, the
parties to an equity line of credit, as defined in G.S. 45-81,
may contract in writing for interest at rates which shall not
exceed the maximum rates permitted under G.S. 24-1.2(2a);
provided, however, that the parties may contract for interest
rates which shall be adjustable or variable, so long as for
adjustable or variable rate contracts the rate in effect for a
given period does not exceed the maximum rate permitted under
G.S5. 24-1.2(2a) for the same period.

{b) Fees may be charged on equity lines of credit which in
the aggregate, cver the life of the contract based on the maximum
limit of the line of credit, do not exceed those permitted under
G.S. 24-10. Any lender may charge 2 party to a lcan or extension
of credit governed by this section a fee for the modification,
renewal, extension, or amendment of any terms of the loan or
extension of credit, such fee not to exceed the greater of one-
guarter of one percent (1/4 of 1%) of the balance outstanding at
the time of the modification, renewal, extension, or amendment of
terms, or fifty dollars ($50.00)."

Sec. 5. G.S5. 24-10 reads as rewritten:
"§2¢-10. maximum fees on loans secured by real property.

(2) No lender on loans made under G.S. 24-1.1 shall charge or
receive from any borrower or any agent for a borrower, any fees
or discounts unless otherwise allowed where the principal amount
is less than three hundred thousand dollars ($300,000) and is
secured by real property, which fees or discounts in the
aggregate shall exceed two percent (2%) if a construction loan on
other than a one or two family dwelling, and one percent (1%) on
any other type cof loan; provided, however, if a single lender
makes both the construction loan and a permanent loan utilizing
one note, the lender may collect the fees as if they were two
separate loans. Except as prcvided herein or otherwise allowed,

. no party shall pay for the benefit of the lender ar— other fees

or discounts.

HB6S-CSRE-6 Page 7
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(bj Any loan made under G.f 24-1.1 in an original principal
amount of one hundred thousand dollars ($100,000.00) or less may
be prepaid in part or in full, after 30 days notice to the
lender, with 2 maximum prepayment fee of two percent (2%) of the
cutstanding balance at any time within three years after the
first payment of principal and thereafter there shall be no
prepayment fee, provided that there shall be no prepayment fee
charged or received in connection with any repayment of a
construction loan; and except as herein prcvided, any lender and
ary borrower may agree on any terms as tc prepayment of a loan.

(c) "Construction loan" means a loan which is obtained for the
purpose of financing fully, or in part, the cost of constructing
buildings or other improvements upon real property and the
proceeds of which, under the terms of a written contract between
a lender and a borrower, are to be disbursed periodically as such
construction work progresses; and such lcan shall be payable in
full not later than 18 months in case of a loan made under the
provisions of G.S. 24-1.1(1) or 36 months in case of any other
construction loan made after the execution of the note by the
boritower. A construction loan may include advances for the
purchase price of the property upon which such improvements are

to be constructed.
(d) (1) Anv lender may charge to any person, pessons,— firm or

corporation that assumes a loan, =made—undes—the—piovisions—of
6 $-24~1.1 and- secured by real piopesty,a-L£e6-notLtoexseed

SnRe—hundred—seventy-five Jd0ilass {SI75. 00} provided, houwsues,
that if &1 ladsenl ch13 5 X 3 ¢ liabili
the—obligation,—the—Sees—shall not—excesi—one—hundrec—dollass

43302, 003).—— property the following fee:

a. Where the mortgage or deed of trust contains a due
on sale clause, a fee not to exceed four hundrecd
dollars ($400.00); provided, however, that if the
original obligor is not released from liability on
the obligation, the fee shall not exceed one
hundred twenty-five dollars (5125.00).

b. Where the mortgage or deed of trust does not
contain a due on sale clause, a fee not to exceed
one hundied twenty-five dollars ($125.00).

The fees authorized by this subsection may be paid in whole or
in part by any party but the total shall not exceed the maximu.
fees set forth herein.

(2) For purposes f this subsection, the term ‘due on

sale clause’ means a contract provision that authorizes 2 lender
to declare immediately due and payable all sums secured by the
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lender’s security instrument if all or any part of the secured

property, or an interert therein, is sold or transferred without
the lender’'s prior written consent ©r contrary to the
requirements of the mortgage or the Zeed of trust. For purposes
cf this subsection, no lender shall exercise its rights under the
due on sale clause if proaibited by federal law as of the date of
execution of the contract containing the clause.

(e), 1f) Repealed by Seussion Laws 1985, c¢. 755, 5. 2, effective
July 15, 1985.

(Gg) Notwithstanding the limitations contained in subsection (a)
of this section, a lender described in G.S. 24-1.1A(2)(2) may
charge or receive from any borrower or any agent for a borrower,
fees or discounts which in the 2aggregate do not exceed two
percent (2%) on locans made under G.S. 24-1.1 or G.S. 24-1.2(2)
when such loans are secured by a second or junior lien on real
property. The fees or discounts are fully earned when the loan is
made and are not a prepayment penalty under this Chapter or any
other law of this State.

(h) A bank, savings and loan association, savings bank, or
credit union, or any subsidiary or affiliate thereof organized
under the laws of this State or the United States, may charge a
party to a loan secured by real property a reasonzble fee as may
be agreed upon by the parties for an appraisal performed by an
employee of the bank, savings and loan association, savings bank,
or credit union, or any subsidiary or affiliate thereof. Upon
the reguest of the borrower, the lender shall provide™~at no
additional charge to the borrower a copy of any /appraisal) for
which the lenler has collected a fee under thi ion.
Provision of tne copy of an appraisal shall not be construed to
create or imply any warranty which does not otherwise exist by
the lender as to the accuracy of the appraisal. A lender
collecting a fee under this subsection shall provide notice in
wiiting to the borrower of the horrower’s right to select a

gualified appraiser, acceptable to the lender, but not employed
by or affiliated with the lende:."

Sec. 6. G.S. 24-11 reads as written:

"$§24-11. Certain revolving credit chazrges.

(a) On the extension of credit under an open-end credit or
similar plan (including revolving credit card plans, and
revolving charge accounts, but excluding any loan made directly
by 2 lender under a check loan, check credit or other such plan)
under which no service charge shall be imposed upcn the consumer
or debtor if the account is paid in full within 2¢ days from the
billing date, but upon which there may be impcsed an annual

HB6S-CSRE-6 Page 9
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charge not to exceed 3wenty - twenty-four decllars 4$30.00),
($24.00), there may be charged and collected interest, finance
charges or other fees at a rate in the aggoregate not to exceed
one and one-half percent (1 1,/2%) per month computed on the
unpaid portion of the balance of the previous month less payments
or credit within the billing cycle or the average daily balance
outstanding during the current billing period.

(al) If the lender chooses not to impose an annual charge under
this section, the lender may impose a service charge not to
exceed two dollars (52.00) per month on the balance of any
account which is not paid in full within 25 days from the billing
date.

{a2) No person, firm or corporation may charge a discount or
fee in excess of six percent (6%) of the principal amount of the
accounts acquired from or through any vendors or others providing
services who participate in such plan.

(b} On revolving credit loans tincluding check loans, check
credit or other revolving credit plans whereby a bank, banking
institution or cther lending 2gency makes direct loans to a
borrower), if agreed to in writing by the borrower, such lender
may collect interest and service charges by application of a
monthly periodic rate computed on the average daily bzlance
cutstanding during the billing period, such rate not to exceed
cne ancd one-half percent (1 1,2%).

(c) any extension of credit under an open-end or similar plan
onder which there is charged a monthly periodic rate greater than
one 2nd one-guarter percent (1 1/4%) may not be secured by real
cr personal property or any other thing of value, provided, that
this subsection shall not apply to consumer credit salies
regulzted by Chapter 25A, the Retail Installment Sales Act;
provided further, that in any action initiated for the possession
of prop . rty in which a2 security interest has been taken, a
Judgement for the possession thereof shall be restricted to
commercial units (as defined in G.5. 25-2-105(6)) for which the
cash price was one hundred dellars (5100.00) or more.

(d) The term "billing date” shall mean any date selected by the
creditor and the bill for the balance of the account must be
mailed to the customer at least 14 days prior to the date
specified in the statement as being the date by which payment of
the new balance must be made in order to avoid the imposition of
any finance charge.

(dl) A lender may charce & party to a loan or extension of
cxeditggg!grned by this section a late payment charge not to
exceed five dollars ($5.00) for any payment past due for 30 days

Page 10 HB69-CSRH-6
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Oor more. If a late payment charge has been once imposed with
respect to a late paymert, no late charge shall be imposed with
respect to any future pavment which would have been timely and
sufficient but for the previous default.

(e} An annual or service charge pursuant to this section upon
an existing credit card account upon which an—anaual the charge
has not previously been imposed may not be imposed unless the
lender has given the cardholder at least 30 days notice of the
proposed charge, and has advised the cardholder of his right not
to accept the new charge. This notice shall be bold and
conspicuous, and shall be on the face of the periodic billing
statement or on a separate statement which is clearly noted on
the face of the periodic billing statement provided to the
cardholder. If the cardholder does not accept the new charge upon
an existing credit card account, the lender may recuire that the
cardhclder make no further use of the account beyond the 30-day
period in order to avoid paying the annual charge, but the
cardholder shall be entitled to pay off any remaining balance
according to the terms of the credit agreement. Nothing in this
subsection shall limit the lender from decreasing any rates or
fees to the cardholder forthwith. Should any cardholder within 12
months of the initial imposition of an annual charce recscind his
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23 credit card contract and surrender all cards issued under the
24 contract to the lender, he shall be entitled to a prorated refund
25 of the annual fee previously charged, «credited to the
26 cardheclder’s crecit card account."”

27 Sec. 7. G.S. 25A-14 reads as rewritten:

28 "§25A-14. Finance charge rates and service charge for revolving
22 charge account contracts.

w
o

(2) The finance-charge rate and either the annual charge or the
monthly service charce for a consumer credit sale made pussuant
35— under a revolving charge account contract may not exceed the
rates and charce provided for revolving credit by &.S—24-1l{a).
G.S. 24-11. The—annual-fee—provided in 0.5, 24 ——iai-may-—not-be
+EPOSed-

(b) In the event the revolving charge account contract is
secured in whole or in par: by @ security interest in real
property, then the finance-charge rate shall not exceed the rate
set out in G.S. 25A- 15(d).

(c) No default or deferral charge shall be imposed by the
seller in connection with a revolving charge-account contract,
except as specifically provided for in G.S5.-324 ediade G.S. 24-
11(41)."

Sec. 8. This act becomes effective October 1, 1991.
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1991 COMMITTZE REPORT
HOUSE OF REPRESENTATIVES

The following reportis) from standing committee{s) is/are presented:

By Rep. Hardaway for the Committee on
Commerce
{7) Committee Substitute for
H.B. SbY y BS.B-. A BILL TO BE ENTITLED AN ACT
H.J.R. e S.Jd.R. A JOINT RESOLUTION
H.R. A HOUSE RESOLUTICN

TO AUTHORIZE CERTAIN LOAN AND APPRAISAL FEES AND TO AMEND THE USURY LAWS

APPLICABLE TO GOMMERCIAL LAONS.
With a favorable report.

With a favorable report and recommendation that the bill be
re-referrec to the Committee on ( ) Appropriations ( ) Finance
{ ) .

With a favorable report, as amended.

With a favorable report, as amended, and recommendation that the
bill be re-referred to the Comm.ttee on ( ) Appropriations
( ) Finance ( ) .

With an unfavorable report.

X With a favorable report as to committee substitute bill () which
changes the title, unfavorable as to original bill. (and
recommendation that the committee substitute bill be re-referred to

the Committee on 5]

With a favorable report as to House committee substitute bill,
( ) which changes the title, unfavorable as to Senate committee

substitute bill.

With recommendation that the House concur.

With recommendation that the House do not concur.

With recommendation that the House do not concur; reguest conferees.

With recommendation that the House cencur; committee believes bill
to b2 material.

With an unfavorable report, with a Minority Report attached.
Without prejudice.
With an indefinite postponement report.

With an indefinite postponement re2port, with a Minority Report
attached.

With recommendation that it be adopted. (HOUSE ReSOLUTION ONLY)
4/91
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