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Minutes: Chairmun R, Berg, Viee-Chuir G, Kelser, R"L'p. M. Ekstrom, Rep. R, Froelich, Rep. G.
Froseth, Rep. R. Jensen, Rep, N. Johnson, Rep. J. Kasper, Rep, M. Klein, Rep. Koppung.

Rep, D Lemicux, Rep. B, Pietseh, Rep, D, Ruby, Rep. D. Severson, Rep. 1. Thorpe,

Chairman Berg: We will call the IBL committee to order. We will start with FI3 1081,

Gary D. Preszler: Commissioner, Dept, Of Banking & Financial Institutions, Support of 1113
1081, Sec attached testimony.,

Chaitman Berg: Brought up issuc of computer leasing incident in Fargo. If there is anyone

whom is a third party offering to lease anything that is not the retailer, that person would need to
be licensed under this section, with the change,

Preszler: That’s correct and the referred to Fargo incident brought it up, the lessor in this case felt
that he was outside of the scope of the law and we said our practice has been to require lcensing.

We decided then to come and receive direction from you, the Legislature,
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Hearing Date Jan 1, 2001

Chairoun Bergs Would you mind explaining the cost of the money brokers license and that
Process.

Preszlers The money broker ficense Is a license that runs from July 1 through June 30, and has an
annual Ticense fee of $200 and & one (ime investigation tee o $300 for the initial application, The
mongy broker is also to provide a surety bond in the umount of $25,000 to buy protection for
thelr activities,

Chairman Berg: Any other questions Mr. Preszler?

Rep, Klein: Does this tie in with advancing money on a paycheck?

Preszler: No it is & totally separate issue,

Chatrman Berg: Typically someone who would be leasing would be some of these companies
that have furniture and appliances, lease-to-owns, retail stores, These would be licensed under
this section because they are leases or would it change that?

Preszler; No, they ure already accepted now the retailer is providing leases with their own
property like a rent-to-own type store. We are after someone who's only business is to broker a
lease, Typically a lessee with come in and sy they are interested in buying a tractor or computer
and negotiate the purchase price and the lessee will then handle the arrangements and will find
someone to buy the lease. The lessee with then get a commission or will take a servicing
discount on that financing,

Rep Jensen: What is the cost of to get the $25,000 surety bond?

Preszler: It depends on the individuals financial standings, 1 don’t currently have those rates.
Rep Jensen: $100 per year, $500 per year?

Preszier: $200-$400 for a $25,000 loan.

Rep Thorpe: $25,000 Bond, is that sufficient to protect a lessee?
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Preszlers In some coses, based on a fevel of netivity, it could be sufticient to handle an individual

type clain,

Chalrmoen Berg: . Are there any more questions?

Rep Lemigus; Who exactly are we protecting with this bill?

Preszler; We provide protection to the individuals who obtain louns who may have made some
type of application fee payments on a loan or mortgage and their was no commitment, The
biggest ubuse that we have with money brokers on license activity, is where there is solicitations
to find & Toun and they'11 do that for an uplont fee and their is absolutely no intention of finding
the loan, The scam becomes people being vietimized by the fact that they pay an application [ee
andd they don’t get a loan,

Rep Froseth: Farm machine dealerships, do they operate under u broker license or do they
. operate under a franchise license or would this affect them?

Preszler: No, they are selling their own equipment or financing,

Rep Kasper; How many complaints have you had in this arca in the last ycar?

Preszler: Speeifically we’ve had one instant in Fargo and we've also had two other companies
that swere unlicensed to try and get them licensed. Three instances in the past ycar,

Rep Kagper; [s that typical, two or three a year?

Preszler: No, thete are a lot of others that are involved in a loan type process and we probably
average four or five applications a week from money brokers.

Chairman Berg: Anyone else wish to testify on House Bill 10817 If not we'll close the hearing on

House Bill 1081.
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Chuirman Berg: (7.00 13) Lets retumn to HI3 1081, Ninety percent of the feases that are done ot
there sre done on cars, computers, and equipment and those are exempt from this Jease deal., 90
-95% of' the people are exempt from being a money broker for feasing. The problem is sl
someone leases what they weren't authorized to sell. T don't have o problen with this bill, the
faet that 90% of the leases that are done out there are done apart from this is not what this bill
sddresses,
Rep Froseth: They don'tlook to have a profound effect on it, they have a revenus fiscal note of
income as $1,000.

dsers 1 find that it may have a profound impact and support using money brokers. The
wording on line 8 is terrible,

Rep Klein: 1 move do pass,

Rep Severson: 1 second,

Chairmun Berg: Any further discussion? By getting the brokers license they are doing some due

diligence on the individual company behind them,
Rep Keiser; The one thing they didn't do here is, they have a graduating bonding requitement
based on volume

Chairman Berg: In this day and age we should do away with bonding.

Rep Severson: How can the bonding issuc be handled?

Chairman Berg: By statute. Now we have a motion before us for a Do Pass on HB 1081,

Clerk please take roll vote. Motion carries. Carried by Rep Froelich.




. FISCAL NOTE
Reguested by Legislative Counall
12/14/2000

BilYResolution No.: HB 1081

Amendment 1o:

1A. State flscal effect: /entify the state fiscal effect and the fiscal affect on ayency appropriutions compared
ro funding favels and appropriations anticivated under current law.

1999-2001 Blennium 2001-2003 Blennlum | 2003-2008 Biennium
General Fund| Other Funds |General Fund| Other Funds [General Fund[Olhor Funds
Revenues $1.000 o $1,000 T eh00d
[Expenditures T sof so T Ty
Appropiiations - I I S
1B. County, city, and school district fisoal effect: /dentify the fiscal effect on the appropriato political
subdivision,
1999-2001 Blennium I 2001-2003 Biennium 2003-2006 Blennium
Sohool ! School | School
Countles Citles Districts | Countles Citles Districts | Counties Cities Districts
- A

Narrative: /dentify the aspects of the measure which cause fiscal impact and inchulae any comments relevarnt
your analysis,

HB 1081 has very little fiscal impa:t on the Department of Banking and Financial Institutions. The purpose
of the amendment is to clarify the urrent statute and remove any confusion of who is required to be licensed

as a money broker,
3. State fiscal effect detall: For information shown under state fiscal effect in 1A, please:

A. Revenues: Explain the revenue amounts. Provide detail, when appropriate, for each revenue type and
fund affected and any amounts included in the executive budget.

The revenue amount is based on the possibility that a few lease companies who previously chose not to obtain
a license, due to an ambiquity with the law, may now become licensed by the department. However, we do
not expect this legislation to impact many companies, and do not expect it to result in a substantial increase in

the number of licenses issued,

B. Expenditures: Explain the expenditure amounts. Provide detail, when appropriate, for each agency, line
item, and fund affected and the number of FTE positions affected,

Due to the expectation that very few or no additional licenses will be issued as a result of this amendment, the
department does not anticipate any additional expenditures.




the bienninl appropriation far each agency and fund affected and any amounts inchided in the exoecutive
budget.  Indicate the relationship hetween the amounts shown for expenditures snd appropriations.

‘I C. Appropriations: Explain the appropriation nmounts,  Provide dotail, when appropeiata, of the effect on

Duge to the minimal impact of this amendment, the department will not need to request any additional
appropriation,

Name: Gary D. Proszler genoy: — Banking and Financial insiitutions |
Phone Number; 328-9933 Date Propared: 12/20/2000 |
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2001 HOUSE STANDING COMMUTTEE ROLL CALL YOTES
BILL/RESOLUTION NO, /68

House  Industry, Business and Labor Committey
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Conference Commitice

Legislative Council Amendment Number e

Action Taken bé p&l/lé

Motion Made By ngg é%@;g Seconded By W JW&O?’]
No Representatives s | No

Rep, Jim Kasper

Rep. Matthew M. Klein
Rep, Myron Koppang
Rep. Doug Lemicux
Rep. Bill Pictsch

Rep. Dan Ruby

Rep. Dale C, Severson
Rep. Elwood Thorpe
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ANANISANANE

Representatives
Chalrman- Rick Berg
Vice-Chairmun George Keiser
Rep. Mary Ekstorm

Rep. Rod Froclich

Rep. Glen Froseth

Rep, Roxanne Jensen

Rep, Nancy Johnson

\\\&&xx\

Total (Yes) / 5 No O o
Absent (/’}

Floor Assignment Z‘f) F ror /J '0 I —

If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: HR-02-0866

January 10, 2001 1:37 p.m. Carrier: Froelich
insert LC:. Title:,

REPORT OF STANDING COMMITTEE
HB 1081: Industry, Business and Labor Commitiee (Rep. Berg, Chairman) rocommends
DO PASS {15 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1081 was placed
on the Elaventh order on the calendar.

(1) DESK, (3) COMM Page No. 1 | HR-02-0866
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2001 SENATE STANDING COMMITTEE MINUTES
BILL/RESOLUTION NO. HI3 1081
Sonate Industry, Business and Labor Committee
( Conference Committee

Hearing Date February 13, 2001

Tupe Number SideA SideB | Meterdr
X e 118110209

Committec Clerk Signature 1((/&)?&2/ & /2/11’:;4

Minutes:

The meeting was called to order, All committee members present. Hearing was openced on HB
{081 relating to money broker licenses,

Tim Karsky, testifying for Gary Preszier, Commissioner, Department of Banking and Financial
Institutions in support of this bill. Written testimony attached.

Senator Mutch: What is the problem? '

"¢
T Karsky: Because of the word “consumer” on the Jeasc some feel exempt from licensing,

No opposing testimony, Hearing closed.
Senator Espegard: Motion: Do Pass  Senator Mathern: Second

Roll call vote: 7 yes; 0 no. Motion carried. Floor assignment Senator Espegard,
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Roll Cull Vate #: [

2001 SENATE STANDING COMMITTEE ROLL CALL YOTES
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. If the vote is on an amendment, briefly indicate intent:




REPORT OF STANDING COMMITTEE (410) Module No: 8R-26-3205

February 13, 2001 1:35 p.m. Carrier: Espegard
Insert LC: . Title: .

REPORT OF STANDING COMMITTEE
HB 1081: Industry, Business and Labor Committee (8en. Mutch, Chairman) recommeonds
DO PASBS (7 YEAS, 0 NAYS, 0 ABSENT AND NOT VOTING). HB 1081 was placod

on the Fourteenth order on the calendar.

(2) DESK, (3) COMM Page No. 1 SR-26-3205
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TESTIMONY FOR HOUSE BILL NO. 108]

House Industry, Business, and Labor Committee
Testimony of Gary D. Preszler, Commissioner, Department of Banking and
Financial Institutions in support of House Bill No. 1081,

The Department of Banking and Financial Institutions is charged with the
examination and supervision responsibility for 94 state-chartered banks and 42
state-chartered credit unions, along with the licensing responsibilities for collection
agencies, money brokers, small loan companies, and sale of check providers,
Currently we have approximately 280 licensed money brokers.

House Bill No. 1081 eliminates an ambiguity as to entities requiring a

money broker license. The ambiguity, beginning on Line 8, currently provides

licensing for consumer leases for persons or businesses desirous of obtaining funds

for any purposes. The question is how can a business be a lessee of a consumer

lease. The Federal Reserve Board’s definition of a “consumer lease” is “property
used primarily for personal, family, or household purposes”. This definition is
similar to the definition found under Chapter 41-02.1, The Uniform Commercial

Code. The conflict then is evident as to what is a consumer lease for “businesses”

and a lease used “for any purposes”,




Additionally, the current language creates confusion when property is used
by the lessee for both personal, family, and household purposes, and for use in a
small business, An example is computer equipment used in the home where a
business is also operated out of the home.

The Department’s past practice has been to consider leases synonymous
with loans and loan brokering as leases are a form of financing. Of the 280

licensed money brokers, at least four are involved in lease brokering,

For state law, the proper construction should be to include lease brokering

activity in a broad sense at the beginning of the Section and then to exclude those

types of leases that you want excepted from the licensing requirement as noted
beginning on line 18, Currently excluded from the money brokering license

requirements are those “retail sellers” or “manufacturers providing lease financing

for their own property”, and “leases on any real property”.

The Department stands in support of House Bill No. 1081 and requests a

favorable “Do Pass” from the Committee,
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TESTIMONY FOR HOUSE BILL NO. 108!

Senate Industry, Business, and Labor Committee
Testimony of Gary D. Preszler, Commissioner, Department of Banking and
Financial Institutions in support of House Bill No. 1081.

House Bill No. 1081 eliminates an ambiguity as to entities requiring ¢
money broker license, The ambiguity, beginning on Line 8, currently provides
licensing for consumer leases for persons or businesses desirous of obtaining funds

for any purposes. The question is how can a business be a lessee of a consumetr

lease. The Federal Reserve Board’s definition of a “consumer lease” is “property
used primarily for personal, family, or household purposes”. This definition is
similar to the definition found under Chapter 41-02.1, The Uniform Commercial
Code. The conflict then is evident as to what is a consumer lease for “businesses”
and a lease used “for any purposes”.

Additionally, the current language creates confusion when property is used
by the lessee for both personal, family, and household purposes, and for use in a
small business. An example is computer equipment used in the home where a

business is also operated out of the home.




The Department’s past practice has been to consider leases synonvmous

with loans and loan brokering as leases are a torm of financing. Of the 280

licensed money brokers, at least tour are involved in lease brokering.

For state law, the proper construction should be to include lease brokering
activity in a broad sense at the beginning of the Section and then to exclude those
types of leases that you want excepted from the licensing requirement as noted
beginning on line 18. Currently excluded from the money brokering license
requirements are those “retail sellers” or “manufacturers providing lease financing
for their own property”, and “leases on any real property”.

The Department stands in support of House Bill No. 1081 and requests a

favorable “Do Pass” from the Committee,




