





What HB 2189 Does

Empirical evidence shows that states can modernize their laws both to protect borrowers and expand
access to affordable credit without tradeoffs for consumers. Like other states that have enacted modern,
effective consumer credit policies, HB 2189 ensures that all loans can be repaid in affordable
installments, with a reasonable amount of time to repay, at prices that are fair for consumers and
profitable for lenders.

Short Summary of HB 2189 (As Introduced)

Section 1 | Technical amendments Ensures that other sections of the bill fit within
(p- 1) the code properly.
Section 2 | Sets a single 36% maximum finance charge for Increases the allowable rate on closed-end
(p-1-3) | open-end credit and closed-end installment loans. installment loans (from a tiered structure
starting at 21% to a single allowable rate of
36%). Applies the same rate to open-end credit.
Will expand access to closed-end installment
loans; high-rate open-end credit will shift to the
revised section governing “alternative small
installment loans” (next section).
Section 3 | Revises payday loan law, K.S.A.-2-404. Creates
(p.-3-12) | new, closed-end “alternative small installment loan” | Revises the payday loan section to remove
¢ Removes mandatory 30-day max. loan duration | requirements that the loans be single-payment
(lenders may choose terms up to 24 months) loans lasting no longer than 30 days. Greatly
e No min. duration if borrowers meet income test; | expands options for lending and borrowing loans
else 3-month min. duration w/ no income test up to $2,500. Loans must be closed-end
o Simple rate and fee structure: Up to 36% annual | installment loans, but borrowers may repay in
interest, $30 monthly fee, and $25 underwriting | full within one pay period, or at any other time,
fee (APRSs 36% to 196%) at their option and without penalty.
e Removes $500 max. loan size (loans may be up
to $2,500)
o Authorizes vehicle title lending (loans may be
secured by title to a car the borrower owns).
Section 4 | Revises K.S.A. 16a-2-501 to limit additional fees Closes a loophole allowing unlimited additional
(p-12-14 | charged on open-end credit to an annual fee up to fees on open-end credit, which payday and title
$50, but applies this change only to open-end credit | lenders have used to avoid intended legislative
that is not secured by a dwelling and not made by guidelines. Will have no impact on conventional
depository institutions (i.e. HELOCs and any open- | open end credit services; high-rate open-end
end credit from supervised banks and credit unions | credit and open-end vehicle title loans will shift
are exempt from this change). to the revised section governing “alternative
small installment loans” (prior section).
Section 5 | Technical amendments
(p- 14)
Section 6 | Effective date January 1, 2022
(p- 14)








































