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HOUSE OF REPRESENTATIVES
HB 2526

consumer lenc].er loans

Sponsors: Representatives Shope, Gowan, Senator Tovar, et al.

DPA Committee on Financial Institutions
DPA Caucus and COW

X As Transmitted to the Governor

OVERVIEW
HB 2526 modifies the finance charge structure of consumer lender loans and increases the loan
origination fee cap.

HISTORY

Businesses involved in advertising for, soliciting, or holding themselves out as willing to make
or procure a loan or a revolving loan of $10,000 or less, must be licensed with the Arizona
Department of Financial Institutions as a consumer lender. Arizona Revised Statutes (A.R.S.) §
6-632 outlines the types of loans a licensee may contract for and receive finance charges on.

For consumer loans, in which the original principal amount is $1,000 or less, the licensee may
apply afinance charge of up to 36%. For loans, in which the original principal amount exceeds
$1,000, the licensee may apply a finance charge of up to 36% on the initial $500 and up to 24%
on the remaining principal amount.

For consumer revolving loans, in which the credit limit is $1,000 or less, the licensee may apply
an annual percentage rate of up to 36% on the outstanding balance. For revolving loans, in
which the credit limit exceeds $1,000, the licensee may apply an annual percentage rate of up to
36% on the portion of the outstanding balance that is less than $500, and up to 24% on the
remaining portion.

Statute delineates term periods for repayment based on the amount of the consumer loan as
follows:

> 24 months for loans up to $1,000;

36 months for loans between $1,000 and $2,500;

48 months for loans between $2,500 and $4,000;

60 months for loans between $4,000 and $6,000;

Any agreed amount of time for loans between $6,000 and $10,000.

Current statute prohibits a licensee from paying a fee, commission or bonus, or give anything of
value to any merchant, dealer, consumer, or other person in connection with attracting applicants
or referring business, with exceptions (A.R.S. § 6-611).
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PROVISIONS
« Increases the cap on the loan origination fee from $75 to $150.

. Allows a consumer lender to give a consumer any prize, good, wear, merchandise, or
tangible property in an aggregated amount of up to $25.
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. Prohibits a consumer lender from increasing the established rate on a loan that was issued
prior to the effective date of this act when modifying or restructuring such loan provided that
the total new cash advances of the loan does not exceed $100.

« Prohibits a consumer lender from holding a person responsible for aloan that was incurred as
aresult of theft or fraud.

« Requires a consumer lender to correct any derogatory credit information reported to a
consumer reporting agency within 30 days after knowledge that the loan was a result of such
theft or fraud.

. Modifies the finance charge structure of consumer lender loans and consumer revolving
loans as follows:

Current
Origina Principal Amount/ Finance Charges/ APR
Credit Limit max rates
$1,000 or less 36%
Greater than $1,000 36% on theinitial $500
24% on the remaining balance
Proposed
Original Principal Amount/ | Finance Charges APR
Credit Limit max rates
$3,000 or less 36%
Greater than $3,000 36% on theinitial $3,000
24% on the remaining balance

« Makestechnical and conforming changes.
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