1411

Sponsor(s): Representatives L. Thomas, Grant, Zellinsky, DeBolt and
Benson

Brief Title: Authorizing the collection of fees for consuner | oans.
HB 1411. E - DI GEST

(DI GEST AS PASSED LEQ SLATURE)

Provides that a |icensee may: (1) Until June 30, 2002, in
connection with the making of a loan that is secured primarily by
real estate, charge the borrower a nonrefundable |oan origination
fee, which may be included in the principal balance of the | oan;

(2) after June 30, 2002, in connection with the making of a
loan that is secured primarily by real estate, charge the borrower
a nonrefundabl e | oan origination fee not to exceed four percent of
the first twenty thousand dollars and two percent thereafter of the
princi pal anobunt of the | oan advanced to or for the direct benefit
of the borrower, which fee may be included in the principal bal ance
of the I oan.

Directs the departnent of financial institutions to nonitor
t he inmpact on consuners of renoving the origination fee limt for
real estate |oans under this act, particularly the relationship
between the interest rate charged and origination fees. The
departnent shall report to the financial institutions commttees of
the |l egislature by Cctober 1, 2001.

Provides that a |licensee may agree with the borrower for the
paynment of fees to third parties who provide goods or services in
connection wth the preparation of the borrower’s | oan, including,
but not limted to, credit reporting agencies, title conpanies,
apprai sers, structural and pest inspectors, and escrow conpani es.

VETO MESSAGE ON HB 1411
April 25, 1997
To the Honorabl e Speaker and Menbers,
The House of Representatives of the State of Washi ngton
Ladi es and Gentl enen:

| amreturning herewith, w thout ny approval as to Engrossed
House Bill No. 1411 entitl ed:

"AN ACT Relating to authorizing the collection of fees in

connection wth maki ng consuner | oans;"

This legislation would have deregul ated the origination fee
and renoved restrictions on third-party fees that consuner | oan
conpani es may charge on | oans secured by real estate.

VWhile | am supportive of creating a favorable climte for
Washi ngton’s financial institutions, | am concerned about the
i npact this | egislation m ght have had on unsophi sticated or high-
ri sk borrowers

Consuner | oan conpanies enjoy the benefits of the Consuner
Loan Act, and have historically existed to make credit available to
hi gh-ri sk borrowers. However, many consuner | oan conpanies are
nmoving away from small |oans secured by personal property or



unsecured, and are conpeting with banks for real-estate secured
| oans.

EHB 1411 would blur the distinction between traditional
nort gage | enders and consuner | oan conpanies. | amconcerned that
unsophi sticated consuners or those with poor credit could be
susceptible to the kind of financial disadvantages the origina
| egi sl ati on was designed to protect themfrom

For these reasons, | have vetoed Engrossed House Bill No. 1411
inits entirety.

Respectful ly submtted,
Gary Locke
Gover nor



