
• 

-

• 

1362--
MINUTES 1/!R lllll-Me_ /s 11.¾6 

COMMERCE COMMITTEE - NEVADA srrA'l'E LEGISLA'l'URE - 58TH SESSION 

May 16, 1975 

The meeting was called to order by Chairman Robinson at _l.:_]5 P .M. 

MEMBERS PRESENT: Mr. Benkovich 
Mr. Deme.:..·s 
Mr. Getto 
Mr. Harmon 
Mr. Moudy 
Mr. Schofield 
Mr. Wittenberg 
Mr. Chairman 

MEMBERS ABSENT: Mr. Hickey 

SPEAKING GUESTS: Mike Melnor, State Department of Commerce 
Fran Breen 
Harley Harmon, Sr., Nevada State Bank 
Dr. Rottmar,, Insurance Commissioner 
Ed Oaks, 
Zack Taylor 

The purpose of this meeting was to hear testimony on the following 
bills: 

SB 201 
s-, 610 
SB 372 

Discussion began with SB 201 which: 

Provides for creation of industrial development 
corporation. 

Mike Melnor spoke on this saying that this bill was introduced 
at the request of Small Business AdministraLion by the Department 
of Economic Development. The Department of Commerce has assisted 
with the proce~sing of the bill. The bill authorizes the banks, 
the savings and loans and the insurance institutions of this State 
to form industrial development corporations if they so desire. 
They are not required to do it. They can then make loans in 
rural Nevada through various SBA programs. This is a flow-through 
for various SBA funds if the institutions so desire. He said 
Nevada, California and perhaps one other state are the only states 
which do not have this authorizing language. Mr. Melnor said these 
institutions perform much as banks. They are made up of lending 
institutions which purchase stock in and operate these institutions . 
They are rural and minority oriented. They make loans that would 
not ordinarily be made because they are pooling the risk. He 
said he supports this legislation because he feels we sbould give 
the SBA the opportunity to form one of these institutions if they 
think the time is right. He said this is usually put into effect 
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instates that have unit banking where in a small area there wculd 
be serveral small banks none of which able to handle a very large 
loan but pooled together they can. He did not know how this would 
work in Nevada where there are so few banks. There are four state 
banks and four national banks in this State. He said Mr. Breen 
has testified that the banks have no opposition to this. 

Mr. Breen then testified r,~iterating that when the bill first 
came out the banks had no objection to it but there was a l~t 
of language that created serious problems. IIe said the reason 
the bill is so long in gettlng to this committee is because he 
had written out amendments to the bill which were misplaced and 
have only just been submitted and gotten back from the bill 
drafter. Mr. Melnor added that it was r1ot delayed becaus·_c of 
any problem with the bill. 

Mr. Breen said there was still a problem with the language on 
Page 4, Line 48 of the bi.11. This language precludes any financial 
institution from buying in at any foreclosure sale. He added that 
it would preclude his Trust Department from doing this also. 
Thi~ part of the bill should he deleted. In doing this it would 
also resolve a conflinct with Page 9, Section 32. 

Mr. Melnor added that in the Senate hearings there was no testimony 
in opposition to the bill. 

Dr. Robinson asked if there were any limitations on what the money 
can be used for. Mr. Breen said that there must be proof that the 
loan has been refused by at least one other bank or financial 
institution. 

Mr. Melnor added that unlike the provisions in SB 544, this bill 
provides for pooling of funds by existing institutions. 

Mr. Harmon, Sr., did not think this bill would harm SB 544. He 
felt SB 544 has a definite place in the community and the financial 
workd a:s does tha.t: provided for in this bill. He said the thrift 
act would not have access to Federal funds and this bill would. 
He said you could be turned down by a thrift bank and still b....; 
eligible for this. 

Mr. Wittenberg then moved that the proposed amendment to Page 4, 
Line 48 deleting the last sentence on that page be adopted. Thi.s 
was seconded by Mr. Getto and carried the committee with Mr. 
Harmon, Demers and Hickey not present at the time of vote. Mr. 
Wittenberg then moved that SB 201 be "do passed as amended". This 
was seconded by Mr. Schofield and carried the committee unanimously 
with Mr. Harmon, Demers and Hickey not present at time of vote. 
Mr. Wittenberg will get the amendment made up to this bill. 

This concluded testimony on this bill and SB 610 was taken up which: 

Provides additional grounds for suspension or revocation 
of certificate of authority of insurer. 

Dr. Rottman spoke on this bill saying it was originally intended 
to be an amendment to a previous bill but for some reason became 
waylayed and thus has come out as an individual bill. 
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Dr. Rottman said the reason for this was so that they could 
obtain the information that they need to have concerning 
medical malpractice and he felt it to be quite essential to 
assist the interim committee that will be studying malpractice. 
He said this will cost the State no money. He said this will 
assist in getting the information that is so vitally needed 
to intelligently develop l2gislation to attach the malpractice 
problem. He said they don't really know at the present tim0 
what legislation to develop because they don't know a lot about 
the causes and implications. He said ready access to this 
information has been denied in the past and there is a strong 
indication that without this bill, this will continue to be 
the case in the future. 

Mr. Wittenberg moved that SB 610 be "do passed. This was 
seconded by Mr. Getto and carried the committee unanimously 
with Mr. Harmon, Demers and Hickey not present at the time of 
vote. 

,,l1X:,.•. Be~kovich. moved. that. SB 4 6 Q be "do passed 11
• This was seconded 

by Mr. Moody and carried the committee unanimously with Mr. 
Harmon, Demers and Hickey not present at the time of vote. 

At that point Dr. Robinson wished to make a matter of record 
that the minutes of the Senate hearing on SB 201 are incorporated 
in the minute books of this committee for purposes of record. 

SB 514 - Mr. Wittenberg moved that Amendment No. 9036 be 
adopted to SB 514. This was seconded by Mr. Benkovich and 
carried the committre unanimous. Mr. Wittenberg then moved 
that SB 514 be "do passed as amended". This was seconded by 
Mr. Benkovich and carried the committee unanimously with Mr. 
Demers and Mr. Hickey not present at the time of vote. 

SB 372 was then taken up which: 

Exempts banks and certain loan associations from 
usury law. 

Harley Harmon, Sr., representing Nevada bankers spoke in favor 
of this bill saying it is a most important piece of legislation. 
He feels it is important to the industry and to the State as 
a whole. He said it is not just a bankers' bill but rather 
it affects and includes all those dealing in the money market-­
all who supply money to the consumer. Without money the State 
of Nevada would not have grown as it has. Over the years this 
State has been able to attract outside money. He said he was 
concerned about comments that have been made that bankers are 
not concerned about consumers. He said their main interest is 
the consumer because that is their business--taking care of the 
consumer on all levels. He went on to say that a large part of 
Nevada has been build by the banks of this State. He felt they 
have done a job that is necessary. He said if they are restricted 
in their field of endeavor--loaning money--you will hurt the 
small individual. He said the bu~k of their loans are in the 
area between $1500.00 and $5000.00. He said his bank has ten 
million dollars in installment loans on automobiles. He said 
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they are serving the small consumer. He said the banks have 
never taken a position that would cause undue hardship on the 
small individual. 

Mr. Harmon, Sr., said that during the money crunch $252 million 
went out of the State to California andUtah because they could 
get higher rates for their money. He said large banks can li ✓e 
with a usury law but the on2 that is going to get hurt is tl1e 
small banK like Nevada State Bank and Pioneer Citizens. 

Mr. Jordon Crouch than presented charts to the committee to 
demonstrate what happened to the banks jn Nevada during the 
last money crunch. Statistics supporting these charts and 
from which they were made are attached hereto. 

Mr. Breen conunented that Nevada, in effect, is an island with this 
12% interest rate while most of the surrounding states have no 
effective limit or considerably higher limits. 43 states out 
of so have some form of exemption. 33 states have corporate 
exemption and 17 states have 2xernptions on amounts ranging from 
$2500 to $750,000 while Nevada sits here with a 12% limit. 
He said a $50,000 exemption leaves a lot to be desired. Mr. 
Harmon, Sr., said he would like to see the bill go back to its 
original form. 

Dr. Robinson asked if there was any objection to the deletion 
of the language in Section 2 of the bill. Mr. Harmon, Sr., said 
there was none on this. They want all people in the financial 
busir2ss taken care of. 

Mr. Harmon, Sr. , spoke on the conunents that have been made that 
interest rates will skyrocket if this law is lifted. He did not 
think this was the case as this has not happened in states without 
usury laws and he felt supply and demand would keep it down. 
He commented on the situation when money gets tight and they 
are struggling to remain liquid and meet the requirements set 
by law as to what we have to have in reserve, he said they c~n•t 
very well go to the Federal Reserve and borrow five to ten million 
dollars to stay liquid and pay 14% interest for it and be restricted 
to 12% because they lose money on every transaction. He said 
70% to 80% of their loans are to the small borrower. 

Ed Oaks then spoke on the bill. He felt what would happen is 
the banks would reach for $50,000 and over loans and the small 
man would suffer. He said there might be a trend of people 
borrowing more money than they needed and also he commented that 
since other financial institutions will be paying more for their 
money, they will not have the money to loan to the little man 
either. He said in normal times, Wells Cargo, their sister company 
in California, will loan money to his bank but not when money is 
tight and they know they can get more for their money elsewhere. 
Mr. Harmon, Sr., said this is true with his company also. Mr. 
Oaks said there is no "rip off" and there never was to this bill. 
He said California and Utah have lived without limits for some 
fifty years. Mr. Harmon, Sr., commented to a remark by Dr. Robinson 
that the Clayton and Sherman Acts prevent banks from getting together 
and setting interest rates. 
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Dr. Robinson asked Mr. Harmon, Sr., if the consumer was being 
adequately protected and Mr. Harmon, Sr., said the consumer 
certainly was well protected in this bill. 

Mr. Zack Taylor commented that the law of supply and demand 
would keep the interest rates at a reasonable level. 

Mr. Wittenberg moved to adopt the original bill amended to 
include other lending institutions. This was seconded by 
Mr. Schofield and carried the committee with Mr. Demers and 
Mr. Hickey not present at the time of vote. 

Mr. Schofield moved that SB 372 be 11 do i-,assed as amended". 
This was seconded by Mr. Getto and carried the cornmittee 
unanimously with Mr. Demers and Mr. Hickey not present at 
the time of vote. 

The meeting was adjourned at 5:05 P.M. 

Respectfully submitted, 

Joan Anderson, Secretary 
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DATE May 16, 1975 

SUBJECT SB 201 - Provides for creation of industrial development 

corporation. ----------------------------------------------------------------------------------------------------------
1. Adopt amendments X 2. Do pass as amended X 

Do Pass _7\.rnend Indefinitely Postpone Reconsider 

J'v:ovcd By L Wittenberg 2. WittenbergSecondcd Byl, Getto 2. Schof:i,.~""'l=d;::;:._ __ 

!-1oved By 

AME?s:DMENT: 

~oved I3Y 

VOTE: 

Robinson 
Harmon 

·Demers 
Hickey 
Moody 
Schofield 
Wittenberg 
Benkovich 
Getto 

Seconded By 

Seconded By 

MOTION .AMEr~D 

Yes No Yes 

X 

Not present at time of vote 
Not pre~!:_ at time of vote 
Not present at time of vote 
X 

X 

X 

X 

X 

No 

A:-IEND 

Yes 

------------------------------------------------------------------------------
ORIGINAL .MOTION: Passec1 X Defeated Withdrawn 

AMEimED & Pi"\SSLD AI·1ENDT:J: & DEF'El\7ED 

AMENDED & PASSED AMENDED & DEFEATED 

------------------------------------------------ .-------------------------
Att~chcd to Minutes May 16, 1975 
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MOTION: 

Do Pass X 

Moved By 

A?-1END.ME~T: 

!-1oved By 

AME~:DMENT: 

!✓:oved BY 

VOTE: 

Robinson 
Harmon 
Demers 
Hickey 
Moody 
Schofield 
Wittenberg 
Benkovich 
Getto 

Mr. Wittenberg 

MOTION 

Yes _No 

X 

__N_Qt pr e_.,'lfillt 
_.Not prE;sent 
_Not pr~ 
---K.. 
__ x_ 
_x 

X 

X 

Indefinitely Postpone 

Seconded By 

at 
at 
at 

Seconded By 

Seconded By 

AMEKD 

Yes 

time of_ ,ZQ.te 
time o,L__yg_te 
time of vote 

No 

-- --

Reconsider 

Mr. Getto 

Yes ~Jo 

--------------------------------------------------------------------------
ORIGINAL MOTION: 

AMENDED & PASSED 

AMENDED & PASSED 

Passed X Defeated vii thclrawn 

AMENDT:I: & nEFEl\TED 

AMENDED & DEFEATED • ---------------------------------------------------------------------------
Attached to Minutes May 16, 1975 



• 

-

-

DATE May 16, 1975 

C0i':?1ERCE COMMI'l,rr'EE 

LEG I ::5 Lt,t:~ o: l T11.'I' :;- CJ:! 
1372 

SUBJECT SB 460 - Makes various changes relating to phµrmacists and.__ ___ _ 

pharmacy. 
- ·-------------------------------------------------------------------------------------------------------

Do P2ss X -7\rnend In~efinitely Postpone RCCOD'.:C: ice::-: 

Mr. Benkovich.. __ _ Second,_::c:. Bv Mr. Moody _____ _ 

---------

!·loved By Seco:-i.ded Dy 

AME!"~DMENT: 

------------------------------------
!-':oved BY Seconde::1 By 

HOTION l.1 .. r-lB~~D 

VOTE: Yes No Yes No Yes ~Jo 

Robinson X 

Harmon Not present at time Of ....5.U1.t.e --Demers Not present at time of_}LQJ:e 
Hickey Not present at time of --YQ.-1:e 
Moody X -- --Schofield X 

Hittenberg X -- --Benkovich X 

Getto -x- -- -- --
--------------------------------------------------------------------------

OP.IGH,;l\L MOTIOI--J: Passed X Defeated vii thc1:r.rn-.1n 

AMElWED & P l\S SI:D AMENDT:n & DEFEi'\'I'ED 

AMENDED & PASSED 

--------------------------------------------------------------------------
Attached to Minutes May 16, 1975 
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brokers and salesmen. 
------------~--------------------------------------------------------------
!·!OTIO?\: 1. Adopt amendments X 2. Do pass as amended X 
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I<::::ved By 1. Wittenberg 2. wt._ttenbergSeco:.ded By 1. Benkovich 2. Benkovich 

!-loved By 
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VOTE: 

Robinson 
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Demers 
Hickey 
Moody 
Schofield 
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Benkovich 
Getto 
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HOTION 
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X 
X 
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X --
X 

X 

X --x 

----------

Yes 

--------------------------------------------------------------------------
\ 
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AMENDED & PASSED A~ENDED & DEFEATED 

--------------------------------------------------------------------------
Attached to Minutes May 16, 1975 
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-. 
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Amendments to~X3/.oOY~)7 Senate 

--·~===========· 

Amcmlmcnt ~· 

Amend section_/, ·page 

8433 
1, by deleting lines 13 and 14 and inserting: 

"building and loan·association, savings and loan association, mortqage company, 

credit union, or pension trust fund lawfully doing business in this state; nor 

to any promissory note secured by a purchase money mortgage or purchase money 

-~ed_ of trust of real property located in this st.a.te, or any contrRct of sale 

of real_J~E.2E!:._rty located in this state.". '·· 

• 

Al: "".LHl the ·citla of the bill by deleting the second line· and inserting: 

"tions, savings and loan associations and certain othe~ lenders from 

the usury law; and providing" • 
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M LOANS LOANS LOANS LOANS · LOANS LOANS 

B~ 12-31-69 12-31-70 12.-31-71 12-31-72 12-31-73 12-31-74 

I 

Bank of Nevada $ 72,544 $ 79,169 $ 85,702 $ 102,291 $ 127,192 $ 120,743 

Nevada State Bank 18,725 23,246 30,921 40,928 49,716 53,464 

Valley Bank of Nevada 107,678 109,894 124,950 149,382 187,905 196,434 

First National Bank of Ely 3,085 3,300 4,224 3,530 3,793 3,768 

First National Bank of Nev. 329,000 370,000 380,000 452,000 538,000 558,000 

Pioneer Citizens Bank 9,880 10,906 12,017 19,473 26,476 27,099 

Nevada National Bank 76,226 62,615 74,148 90,816 105,125 -99,043 
,, 

Security National Bank· 42,000 49,000. 58r000 72,000 95,000 103,000 

TOTALS $ 659,138 .$ 708,130 $ 769,962 $ 930,420 $1,133,207, $1,161,551 

GROWTH . 48,992 61,832 160,458 202,787 28,344 

PERCENTAGE 6.9 8.7 20.8 21.8 2.5 

LOAN TO DEPOsrr RATIO 66.0 61.4 56.,2 60.2 64.7 66.3 
·l 
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Cl) DEPOSITS DEPOSITS DEPOSITS DEPOSITS DEPOSITS DEPOSITS 
C'~ 
~in( 12-31-69 12-31-70 12-31-71 12-31-72 12.-31-73 12-31-74 

Bank of Nevada $ 110,718 $ 141,376 $ 156,364 $ 185,404 $ 205,370 $ 186,279 

Nevada State Bank 29,195 35,961 67,147 71,851 79,338 79,674 

Valley Bank of Nevada 162,657 169,096 205,704 247,194 298,564 306,395 

First National Bank of Ely 9,561 10,520 12,370 12,467 13,225 13,969 

First National Bank of Nev. 498,305 579,234 676,378 726,621 805,527 805,295 

Pioneer Citizens Ba~k 14,949 18,606 21,475 32,400 38,801 38,885 

Nevada National Bank 98,746 106,215 123,116 137,638 156,460 159,387 

Security National Bank of Nev. 73,827 91,640 J.08,655 131,492 151+, 736 162,526 

TOTALS $ 997,958 $1,152,648 $1,371,209 $1,545,067 $1,752,021 $1,752,410 

GROWTH $ 154,690 $ 218,561 $ 173,858 $ 206,954 $ 389 

PERCENT 15.5% 19% 12.7% 13.4% .2% 
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CORPORATE AND FINANCIAL A~~UNT EXEMPTIONS 

a. Thirty-Eight States with Corporate Exemption: 

Alabama - No limit over $100,000 

Alaska - No limit over $100,000 

Colorado 

Delaware 

Georgia - No limit over $J5,OOO 

hawaii - No limit over $750,000 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

~aryland - No limit over $5,000 

:-1assachusetts 

Michigan 

.Minnesota 

Missouri 

Montana - No limit over $300,000 

i~ebraska 

New Hampshire 

1381 
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New Jersey 

New Mexico 

New York 

North Carolina - No limit over $300, 000 

North Dakota 

Ohio 

Oklahoma 

Pennsylvania 

South Carolina - No limit if corporation has capital stock of 
$40,000 

South Dakota 

Utah 

.Vermont 

Virginia 

West Virginia 

Wisconsin 

Wyoming 

District of Columbia 

b. Seventeen States with financial amount exernption. 

Alabama - $100,000 unincorporated business and corporate 

Connecticut - $5, 000 for banks, savings and loans, realty 

Delaware - $100, 000 

Georgia - No limit over $100, 000 
No limit on corporate loans over $2, 500. 

Hawaii - $750, 000 

Kentucky - $15, 000 

-2-
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Maryland - $5,000 for unincorporated business or corporate 

Minnesota - $100, 000 

Montana -- $300,000 for corporate 

New York - $250, 000 

North Carolina - Complicated: Individual - $100, 000 
Unincorporated business - $300, 000 
Corporate - $300, 000 

Ohio - $100, 000 

Oregon - $50, 000 

Pennsylvania - Individual: $35, 000 unsecured 
$50, 000 any loan 

Unincorporated business - $10,000 

South Carolina - $500, 000 

Virginia .- Unincorporated business $5, 000 

Washington - $100, 000 L> money lenders and real estate 
developers . 

_3_ 
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INTEREST RA.TE RESUME' 

According. to the Old Testament (Deuteronomy 23:19) 
2,500 years ago one could not charge interest against ones 
brother, but could charge interest against a stranger • 

. · . 
Usury laws in the United States came to us fro~-· 

Eng;and as a result of the Statute of Anne (1713) whe~e the 
maximum rate was 5%. The Statute of Anne was repealed in 
·1as4 and since then. England has had no usury statute.··. 

Massachus_etts has. never had .1 limit on the rc1.te of 
interest that can be charged. 

. Virginia, Michigan and North Carolina recently 
removed their maximtw. rate (Virginia, February 1972; Michi-. 
gan, May, 1973-temporary; Virginia, April 1974.) 

In the last ten years 29 states passed some form 
of exemption. Of those 29, 20 enacted laws in the last 5 
years, and of the 20, 9 passed such laws in 1974. (~ .. labama; 
Kansas, Kentucky, Maryland, Minnesota, North Carolina, 

· Pennsylvania, Vermont, New York). · 

On October 29, 1974, Congr~ss passed Public Law 
93-501, which, until July 1, 1977, su~ersedes all state 
usury laws on agricult"q_re or business '.loans of $25,000 or 
rnorE": and ties the interest rate to 9 0 4ay commercial paper. 

. This was deemed emergency legislation by Congress 
because in Tenneessee, Arkansas and Montana, where the maxi­
mum rate was 10%, loans were becoming unavailable; liquidity 
of financial institutions was adversely affected and there 
was an outflow of funds. Construction,·agriculture and small 
businesses were seriously threatened. 

The Senate report of the Committee on Banking, 
Housing and Urban Affairs, in reference to Public Law 93-501, 
made the following statements: 

11 The basic problem is that in Tennessee, Arkansas. 
and Montana, the financial industry has been caught in a pinch 
because of the high price it must pay for money as 9pposed to 
the interest it can earn. In Tennessee and Arkansas by 
constitution and in Montana by statute, the maximum 
interest which may be charged business borrowers is 10 
percent whereas the financial instututions must pay up to 
13 percent for money bought through the Federal Reserve 
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System in the so-called Federal funds market. Most other 
states exerript business borrowing from the usury statutes. 
Although many of the financial institutions in these states 
have continued to make business loans in anticipation.that 
rates will go down_ or that the state would take necessary 
ci.ction, they will not be able to continue this practice over 
a period of time and remain solvent. Hardest hit will be 
the construction, agricultural and small business firms who 
can not cr.annel funds into the states through outside .corpor.,.. 
ate subsidiaries.. . . ._. · 

11 Testimony received from the representatives of the 
Tennessee Bankers Association indicated that current loan 
policy by Tennessee bankers is restrictive in not making 
loans to new customers and reducing loans to present.customers .. 
The situation will become more severe in the fall with t..1-ie 
he~vy loan demands for the agricultural crop. It is esti­
mated that $75 million of com.-rnercial construction proj~cts 
could not be completed because funds have left the-state 

· since the first of the year. It is further estimated that· 
there has been a loss of a~ least $200 million of capital 
investment due_ to the 10% usury law. The majority of these 
losses were by relatively small firms that do not have 
access to national money markets. This can be translated 
into a loss of about 14,000 jobs. , 

"In Arkansas, Montana and West Tennessee it is 
anticipated that sever~ problems will be faced in meeting the 
need-for agricultural lending. A witness from Arkansas 
testified that it is essential that the situation be 1

-

corrected before the next agricultural crop is planted in 
the spring •. This bill is designed to meet this emergency. 

"Testimony before the Subcommittee indicated·· 
that the cash c~stomer would also benefit in the affected 
states from:an increase in the interest rate structure. 
Dr .. John Dominick of the University of Arkansas told the 
Subcommittee that prices of consumer durables in that state 
with its ~ow usury rates are considerably higher than in 
surrounding states. Dr. Dominick interprets this as meaning 
that cash buyers are subsidizing the credit customers. 

"An important question concerns the effect that _ 
this bill might have on small business firms. _As originally· 
drafted, it was applicable only to corporate borrowers. 
There was a broad consensus among the witnesses that the 
benefits of the legi_slation should .be extended to the unin­
corporated business firm. Savings and loan representatives 
pointed out that many construction loans are made to unin~ 
corporated borrowers. In addition, many unincorporated small 
business firms are competing with large national corporations 
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which can go outside of the state for. financing. So that 
small business and agricultural firms can fully enjoy the 
~enefits, this legislation was amended by the Committee to 
extend to business and agricultural loans of $25,000 or more. 
Although it might be argued that small business firms are 
not able t0 pay in excess of 10% interest, the alternative 
which they face in the absence of this legislation is the 
inavailability of funds altogether. One small business 
witness who appeared before the Committee testified that he 
simply could not operate in competition with the large firms 
unless he was able to compete oh an equal basis in:bidding 
f pr cr~d.i t. 

"In sum, the evidence before the Committee indicates 
that ioans in the affected states are becoming unavailable, 
liquidity of financial institutions is adversely affected, 
small borrowers are disadvantaged with competing with national 

.corporations and there is an outflow of funds from the states. 
Unless remedial action is taken in the very near fut·..1re, these 
states could suffer from unemployment.and business failures. 
Since it will take a considerable length of time to amend the 
constitution in at least one of the states to provide a complete 
remedy, the Conuilittee has acted favorably upon this Title to 
meet the emergency by providing an interim solution." 

Today 43 states have some form of exemption. 

Massachusetts, Mi~higan, North Carolina and Virginia 
have no limit on the amount of interest th,:. can be charged. 
Kentucky has no limit on loans over $15,000. New Hampshire 
has no limit except on second mortgage family home loans of 
less· than $5,000. 

38 states exempt loans to corporations; 17 states 
exempt loans over a certain amount. 

In the Western states the laws are as follows: 

Washington, there is no limit on corporate loans 
of over $100,000 and individual real estate loans over 
$100,000. 

Oregon - 10% - 12% to corporations. 

California - Exempt Savings & Loans, banks, indus­
trial loan companies, credit unions, pawn brokers and per­
sonal property brokers and certain agriculture and livestock 
organizations, and by court decision, purchase money deeds 
of trust are exempt. 18% for loans over·$5,000.00 • 
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Colorado - Exempts banks, trust companies and 
savings and loans ~Since 1913) 

I 

New .Mexido - Corporate loans exempt. 

Idaho - 10% and 12% 

Montana -1 10% 

Wyoming J 18% 

·. 

Five states and the District of Columbia have 
some form of floating rate. 

Alaska - 4% above the rediscount rate of the 12th 
Fe~eral Reserve Bank, but loans above $100,000 or more are 
exempt. 

Delaware - 4% above the Federal Reserve Rediscount 
Rate, but all corporate loans exempt and loans to individu.als 
and unincorporated business loans of $100,000 or more are· 

.exempt. 

New Jersey - The Commissioner of Banking establishes 
the interest rate between 6% and 9-1/2%. Here again, however, 
the~e is no limit on any loan over $50,000 unless it is on a 
1 - 3 family resi~~nce, and there is no limit on the rate of 
interest that corporations can pay. 

New· York - The Banking Board establishes the rate 
between 5% and 8%, but no limit on corporate and no limit 
on individual or unincorporated business loans of over $250,000 • 

. Pennsylvania - Secretary of Banking sets the intarest. 
rate monthly, but no limit on unsecured loans of $35,000 or 
more, no limit on unincorporated business loans of $10,000 
or more, and no limit on corporate loans. 

District of Columbia - The D. C. Council can charge 
interest rates and exempt certain loans. There is no limit· 
on corporate loans. 

One of the problems with the flexible interest rate 
is as happened in Pennsylvania, where the rate was set each 
month 2-1/2% above the Federal Bond Rate Index. From the time 
the commitment was made and the loan closed, the rate sometimes 
had changed drastically. This prevented many loans from closing • 
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- ALTERNATE PROPOSALS 

There are five states, the District of Columbia, and the 
National Bank Act that have an adjustable or flexible interest 
rate. 

FEDER.i\L. 

The National Bank Act 12 U.S. Code Annotated 85 ·{1933) 
provides that unless a state permits a high rate of interest 
the maximum ~nterest rate for national banks is 1% more 
than the Discount Rate on 90 day conmercial paper for that 
Federal Reserve District. This 'tvas ineff ec..:i ve and on October 
29, 1974, in order to help Arkansas, Montana and Tennessee 
out of a credit crunch, this law was arr.ended to allm,, maximum 
interest rates of 5% over. the Discount Rate. This law 
will expire July 1, 1977. 

STATES. 

There are five states and the District of CollL~bia that 
have some form of floating or flexible maximum interest rate. 

Alaska. Alaska has a floating interest rate which is 
4 points above the rate that that Federal Reserve District 
charges members for advancements. The rate is fixed by the 
rate prevailing on the 25th day of the month prececing the 
start of the next quarter. However, there is no interest rate 
_limit in Alaska on loans over $100,000.00. 

Delaware. Delaware has a floating interest rate 4 points 
above the Federal Reserve Discount Rate, but here again there. 
are no interest restrictions on loans over $100,000.00 or loans 
to corporations. 

New Jersey. In Ne'i-•l Jersey the Commiss_ioner of Banking 
establishes the interest rate between 6% and 9-1/2%. Here again 
however, there is no limit on any loan over $50,000.00 unless 
it is on a 1 - 3 family residence, and there is no limit on 
the rate of interest that corporations can pay. 

New York. In New York the Banking Board establishes the 
rate of J.nterest that can be charged between 5% and 8%, except 
here again there is no limit on the interest rate on loans to 
corporations and no limit on interest on loans of $250,000.00 
or more . 
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Pennsylvania. In Pennsylvania the Secretary of Banking 
sets the interest mortgage rate monthly at 2-1/2% above the 
monthly index of U. s. Government Bond yields. However, there 
is no limit on unsecured loans c~er $35,000.00, and there is 
no limit on any loan over $50,JOO.OO to individuals. For 
unincorporated businesses there is no maximw~ interest rate_ 
for loans over $10,000.00, and corporations can pay ~ny ·rate 
of interest they want to. 

District of Columbia. ~he District of Columbia Council 
has the _authority to change interest rat~s and to exempt 
certain loans • 

. Unless there has been very recent le9islation, the fore­
going are the only flexible or adjustable interest laws in 
the United States . 
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Ray Knisley, former legislator, Governor O'Callaghan's 
former appointee on the Tahoe Regional Planning Agency. 

l. A Las Vegas employer of 105 people could not get 
credit. He and ot '1ers made a special deposit in order that 
the bank could loan the employer money to keep workin9. 

2. He carries large cash balances and could obtain 
1-1/2% more in California on TCDs. 

3!' Competition will protect the borrower. 

4. Our usury law dries up money. 

5. Our usury law puts pressure on state officials 
to deposit state money out-of-state. 

William B. Kettinger. Vice-President, Manager, 
Payne, l'lebber, Jackson & Cl·:rtis. 

Supported SB372; described the credit problems and 
the coming credit problems. 

Bankers testifying for the bill: 

Harley Harmon - Nevada State Bank 

Ken Sullivan - Valley Bank of Nevada 

Advised the Committee that relief was needed; that 
Nevada ·was an importer of money, and the usury law prohibits 
importation of money. 

Art Smith - Chairman of the Board, First National 
Bank of Nevada. 

Testified that our main competition was with 
California. tvh2n interest rates go up, money flows out of 
this state to California . 
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Collins Butler. Apartments, commercial and home. 
loans, spoke in favor of the bill. 

Dan Broden. Weyerhouser Mortgage Company of Nevada. 
Testified as to the position and problems of mortgage 

companies in Nevada in t.imes of credit crunches. 

Roland Oakes. Associated General Contractors. 
Strongly in favor, pointing out that when c:r::edit 

was unavailable, contractors and all building trades suffered. 

Paul Argeres. Nevada Association of Realtors, 
pointed out that individuals are dramatically affected when 
credit is not available. One-half of real estate loans are 
not made by institutions. People selling their own homes 
should not be limited in the amount of interest they can 
receive. The 12% limit is unrealistic. He stated he was 
ooposed to SB437 and SB438. He stated he was also speaking 
for the Northern Nevada HmM~builders and their position was 
identical to the Nevada Association of Realtors. · 

Nevada. 
market. 

Dick Bissett. Weyerhauser Mortgage Company of 
Stated Nevada must be competitive in the money 

Lee Berqs trom. Kaf oury, Armstrong, '.rurner & Co. , 
certified public,accountants, representing small business clients, 
cor...:urred with the conclusion of William Kottinger that 
small business wi.i.l be hurt if funds are not available. 
Opposed SB437, SB438, and SB439. He stated that the Federal 
rate ·set by Federal authorities was politically motivated. 

Stanley Franklin. Sierra Charter Corporation, 
developer and builder. Employs 200 people. Last year 
required $200,000.00 which he never had trouble getting 
before. They were willing to pay more than 12%. Could 
not obtain money and had to lay off employees. 

SUBSEQUENT HEARING, AEril 22, 1975 

Gail Bishop, Assistant Administrator of the Joint 
Apprenticeship Committee of the Operating Engineers, was in 
favor of the bill because when credit is not available, labor 
does not work • 
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The predictions of the witnesses that interest 
prices would go higher next Fall than they 0ere in 1973-
1974 are supported by considerable recent information. 
The attached clipping from the Wall Street Journal of April 
28, 1975 further bears this out. As the article points out, 
private borrowers are already hav.:...ng difficulty competing• 
for investment dollars against ·:..:he United States Treasury. 
which has already raised $25 billion this year ana.·is going 
to seek an estimated $40 billion or so every six months 
through 1976. · 

Both the Nevada StaLe Journal and the Reno 
Evening Gazette have supported SB37~. See the attached 
clippings from the Nevada State Journal on April 22, 1975, 
and the Reno Evening Gazette, April 22, 1975 • 
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1.{···,-i-.;'~~~*· ·::-..·1-·\f~~wf \:.:~"itf\""'fJ, ~.,. e~ ~»~~ \1 .. i,~),)dt .. ~!~" ~~ ... - ._-~._ .. _:·.:-·•.~'.~ 

I :..~.~~~(~~ .... ~!>-• ,f..,-...... ;,~l•:~";~1.1. ~"'I•-::· .1·,t,P~.,,l,.;:;J'f, ,~ 1 ~.,, ... ,\. ~· i~ ~;1.-1,,/t .,r.'V\--..i; _,. 'I .::J..";;~,.~ ~-);:,-k,:-t, 
. /;2:-:t;;/Anyo·n~-,\~-;~··11·;1:t'p~r'cri~~~c(~'i'.' ,-::~:i~1;aa:1t6ou;b; _._P_.~~siae~j( _r?}h~e? _ 
_ t;_:-f::·:-\~att~mpt_e9.~~ purchas~a hrrne.~n;_:~Ne_vada. Bankers· :_\ssociatJ:m; ·1t;'. 
'i'f ":Jthe;tpasL-:year: ··may:~look '.:with·} costs:, a. bank:approximately. 31.'.?:>. 
·s_\~;~_chagrfo ·•ori. a" bilr now1·before the_ \per: cent intere·st or/a loan-just"to-?: 
: ---{;:::~:Neyada Senate.:; ... '·. ·:f~/:-~{·.: .:':,(jYL'C8/TY. ::. il.- .. Thi s'0: •'meanSo·:: th at-: 
: ·t\·}UtITit:yiowd.r_emove the.·-12 per.cent~- charging at the-highest allowable.:, 
,> ;ff?Jimit.::on•;,i~tere.st _whfch:.Nevada.'_'_rate ofJ2 'per:c?,nt,.a_ bank can·pay\: 
i' {.f',-: ~:b~1r1ks:;J:,b u'i l din g-~;:-aricl : Jo an ':· no rnore than 8(2 per cent interest:: 
~--- .:1·,(·associaUons..and savim1s and.loan. ;J0 invest.ors· if H· is even lo break,.' 
i:.·:. · t(ass9cia_tfo~s: ''/~r,/ t?:f~owe~ :rto_:·:::~~y~n:.f "c·:--::~\f · J ·.:::\ \:~-~ Y:S¥iD-~;!:fr 
1,.,,11_ /char<1e·0 •",.__·,;.,,-,_,,, '.1: ·.·:,,_.,, .. ~--•-:.,,,. aJ" t·•" ··. ---.- • · :::,_•Mo<·t olher·stntc,; do not:ha\,e··a •~ 
;:-.:;..,· ~~,.,_ b "°'.•".•·~•~:. ·. :.r~.~:,··,,~·:• .. "'·· ::~ ..-.;_·~'._-:~~- ·.·.',:.:..• •' · .. · • . ··· ·. 

;/;: :,;)L: It \\·oulct in cffoct;~allow ,money .n1ctxiinmj1 · allov;able_,,_inJ.erest :-: 
~.?//{~o find. H~: own_ 'price )n te-~i:ris of_ :: rate: :\Ba11ks ;: ii?.; ,ttE:st_ .. : s~ates~ :;_ 
~-'··_;-.. z_mterest;;-JUSt.. :as.. grocery_;: 1~emsr'·.therefore~ arc :able to pay.:_h1g,.her_,.,;­
;,; ·; :,{find_,: ftheir: ·; own··:: price· ''levels/ -;fo tcrest rates . on deposits )nd _to·• -

;~i-i:fXt~~;;:~~~~;-~?:i~~,~-,1t~\;~l{~~P\(~~..::.:t~1~~~~~;·;.e!~~o l~ti~h::r::i~ti;:: :-1 
ff \Jif;,If:·,\vould /p~obabl_y-/resu~L_iiri',·:}~i:~< thei;._h_ighej_t. possible ;ir,atc/:_of/1 
] . ~\-;;\mJ~rest i-,1~:s-_1I1 Nr_v:.1da _soa~mg ... rn!~rest,;" mo_. ney, ·•flows:~ out-:;.-of .;l 
-~; ·.{ifi"t5)--~J:f~cor1?1eyels_,+ particularly_'.::~yvada and l<_\!ho~e states_~h,ere :j 
{J;f;'_t;-w.henJH1e.;·:~P3:ctc:pf.:t~e. fed~:aJ:-::,i.~.t':~~~t..rates_:~~e h_)g~~r/:.:r_,,_::;I,·•½~41 
:':~0'.<t hudgE::t.:defrc1t,: now,, estimateo..- at.,;;·;_I.;ess·:t. money,,;·;~ 1s-·,,ava 1 la ble-:~-~ 
ff_tf}~~e;tw ie-ii;S5~- ~-!1d.r.o._blm??·_::~s' f.~! fr· th'k~r~fof f t:~o· I e ~! ff)i}:i e_:v~?a;An d_\1 
';{:\· ,ti0!1 t~e_r::o1!_e-::'·ma_~~~L::-.._f /:•. ~" ;/\.'/}'l'cyada ~mdu~try;:;:p:r£1c_1:1-J_~{lY.;.l 
'Ji~' _; . .:..:i;;:-~ut,:,,c;:q_ri.s1~e~mg, t~-~- .national,., ~constrv_ct1.on, suff :!~: ,(:. (:'·~~ :~:'-i•·"~·,:-t 
~'i(J:.:_market-;:rern.ovmg th_?;.12 per cent·.·;·.~ !nte:rest':_r.i_tes• frtJ'levada:, have:'I 
?l/IiJnter;_e;s~Hmit se'enis onJf.r_.taE~t-ic} :.d(oPf_ ,_ed ~Y,}I'- :the] Pd-;1'-, )'~-a"r'.-\Bt1t; -
1;_;;i:· .. \and we sup:portS.B.]72~:>'i::·'.'.:.· (£)/\'nth :;:Jhe·-·.;foderal :goven!ment :·· r/ -:G./> Mcil)ey. is a ·coIDm.·odity_like any<; ·e:r~tering the'competitin _for.:rnon_ey.,~1 
t; · ;_}gther_.;} When./ c,o:7.1peUtion/'fQr-/\~1fJ}_rg~ ~cal_e·;. i~t.frest;r:_at~-s:\v_m,o'.~1 . y · · -":',moneyJ~ .b~rro_\~- 1_s:'J,_~n --:7, and ___ ,?oom na~ion~lly :n the ne~~ year·-_:'//' 
-· ., demand 1s high, 1t is- only n?tur:aI 1 :. ~omc say the. pn1!1e)enq1pg rat5Y\ 
f -_that- interest rates :,will.:increase \' could go as high as 15 percent.. :/ ·',f 
· ',and· the-scarce mon·ev-,vill go td: \'.:.z And: those· ,vith money.'to lena 

. ( .. .:.fthe highest bidder_Ancfrhose \vHh ;)y.;ill na turilly sc.rid their m·i.mey to" 
~~_::.: · '.' money to lend wilI obviously seeJ.::, t those;sta.tes where they can obtain r 

i the-.hig}1est. bidder; regardless. of t:-.. t he highest rate of interesL .0
: ·;. \\;t:-"; 

,. -,, ~ the state. in which he resides:;.'.·;~\/:·::-•;_·:,:;;N6 one likes· fo se·e interest rate·s ·: 
f- _: :·,<\ .-.Nevada's·: present_-_ usury::.fai,ir'"-_. ii1'¢r_~ase .. ~_Bu( it.:\;eem~ 'a_n· un-· 
/ ·· . fforbids: charging interest rates)n-._:; pleasant. iri~vitability":?: And ·-:--if 
. .excess.of-12per cent~::::< ;.'.·.·. ::•:._·r-_ ,;, .Nevada is to be competitive on_the . 

. ·.:/~ The b~-r also in effect, ho,vevcr,: ' i11onc); -· rnMkel ,'. present usury 
._ :: regulates the amount.of interest,, limit '.rcstric:tions should.• be 

'. bank _,~·ca.ri, .. : pay .. 
1
. According; .to : repealed. - ·:. ·" ·:·, ,- '., . .-·-;//_ '/"/\:\J 

• . :: t . ~' ,:~ ..... _ -·- ,t ~ ...... ::. ~J.!n",! --~ .... ~-:. .~. $>') ~•·'<!\-;.::. i✓ 1, ~ ( './ ;"'\::_.:.::·, ;.'; ."' f, ~· •• ;;. ~f~·-:: ~ ·.,- ... ,': ~>:-:~~ :·. ~:,~ . .,;;··· .•.?. .. -/:,~ : ·~: ;:_."t '.(,_..._:;. 
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· • fict.ord J., Schvsie_. z. :·:· .' •• , ~ ~:: .·: •• ~ .. :~ • .-.~ .• :P~b(;~h;/•: 
w •. ✓-~-- .····•·'-' . •• ·• • • . 

cwr""' L. l.,.~• ............ · .... t ·- ..... EJtecufr,~ Ediro, .... 

Joh,, E. 8rontfey- .. ;.. •:f_: ~- ... : ';~: ~:J::/ .. •. · .. ~. Ne""s Edi tot . 

No.man f. Cordoza : ; : • : . .".:::~:.Editorial Pog• Edito,"; ==~ ~~~;~{;\~:):·:~ JJ~t·::Ji\:0o~~t::~-~~: 
~n t .. ~•el•r_. :.'.;:;:-;:t:~• •. -~_.;}; Production Mon cg er;, 
~!- Ootes. ... .,,;· .... .';·..:; ... -~·~ .. :~,·=~ Circorotion Mono·g•··;! . . ..... . ·.· 
~ · a --i.>:-i,/-,,;.. Tuesday, April 2:?, 1975 ;_. 

--I Edito"ri61s .. :·, . ,.<: :\.~·-: . .-: .,_;.,->,,·t 

/.iJ\1oii2i_;~f ~iiii~~~a.a'..}:t 
7!":~• ... _...,.,._. .-.;...~••:•,...,:,;•-~h .. ,:;~ • • :•• •. •~,r: i'l~,• :-~ -•q •1•~•:.:,1,;• 
?!/·:·ORDINARILY ;:.Nevada's banks--_have, 

· .:.:;,~:~ sufficient capital to make loans to most of 
;/;·their credit-worthy customers. But during. 

. ·-:; ~Ji1974/mariy_ loans:had t?·be de.nied b_ecause-' 
f; ~e:mooeyJustwasn't t:1ere. · - . ;:· ;.' J-,~~ 

. ;;r.:J:....- .·The.reason, as the.·banks point out; was. 
·_i,J~_the:Nevada law-which places a 12 per cent: 

·;:·; t<tcelling __ on:interest charged for.commerciaL 
· \:: ;· ti~;.-10.ills ... ;:~f;;~~)1rg~~4.\·~ !;\~r~~~~~·t::-:~.~-~ ~}~;-~·:• ~:~~~~-{t 

· -,_ \~1? ·' This:.s;·sounds ·"'-' confusing;> but·'. it's,· not;;. 

.. :\t~~~~:~r:fs:i11~:(f~1i ;tttift;iti?:~r 
. :~t.saying; ~ll Yofr have t~ do is re~_,e_m p~r:t~ft.:: · . l~ there are.two-types of interest; - · ·+·.·c.'· ·--:,,; • ~;;::r One type ·is the lending rate. This is the 

,f:;;:::_i_nterestbanks.charge borrowers;· ;: :-: >.•':·= 
::.': <·:: The second type is the interest thal banks.. 

-~:t:·:'paj•totheirinvestors. ·<' ;";'{ :_ /• . ::~ ... _/I 
~\:~i:ci·Now;·bank~.have their-own bills to"pay,?: 
1i f:and they must have a profit factor. So .the.: 

· ti~?:· amount of ·interest a bank can pay to in~'.: _ .tr :v~tors is usually abfu~ 3:~ per centles,s_~ 

·r :lt1;;;~~¥ it~i~;1:~t::;~)1'~::!~}tt~!;~t{ 
. :: Jrt .. ·A's'.,Iending _rate)~" limited Jo.12 per ,{:ent.=:­

: ;;-"..;_Bank B has no limit. Both banks reach 12. 

( 
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'.. :'-the effecfon: "deposits in Nevada· b'ariks·";;! 
was great. During the years 1970 through i 

: 1973;. deposits in the state's eight major ..I 
··banks increased at percentages of 15.5, 19, .! 
. 12.7 '.and 13.4 .. But during 1974,· dep-0sits l 

·· incre·~sed only .2 per cent, or $339,000. It is ; 
· . estimated . that-. Nevada· lost. some $270 j 
· million to-other states· ·and the. federal 
·. · government: ·. -:·:·_';::; .·.';.'-·i.:C:>;- \::,,.---:·:=.'·:':'::> ·,_. · 

: · • This-., outflow -of: ·.money-: ·.created · t.:_. 1 

i ;, ·corresponding decrease in loan cupability. --1 

,;;.: From 1970 through 1973, Nevada hank loans J 

:,~-- grew 6.9, 8.7; 20.a·and 21.8 per·cenL'But in ·j '> J!i74,"loans gr~w only 2;5 per cent; .. f .. :/~·;:_::, 
,;;.,-.::;: }YhiJe· /the \.ba~ks ;c.were '\~sse11tially: 
-1 ··', stagnant;._: other.~ sectors.· of..; Neyada's ., 
~ -,·. economy continued to spurt ahead>Gaming :/ 
J i- ,taic_revenues.rose 19.5_ per cent,_ th. ~:second-; 
~ ~-· largest one-year growt!:r ratejn th_e 1970s.' 
t . .-The sales tax rose JG.7 per cent;' only· one•:· 
~'. '. tenth of°a per cent less .than in 1973, and 
·~ . l!_igher than either rnn o~ l!l71.:"-. "~ ·_-~·:>-"... t:· 
~'. . ;: Obviously, Nevada'.s growmg ._economy 
; \·needed a comparable growth in loans. But 
;- ·-., Nevada banks did _not have· the ·_money. 
~ .~Subdivision developers and ·businessmen f . · could not getloans. This meant t~ere were 
: _: fewer·. construction ·jobs; fewer· business 
:,_. ., jobs; and fewer homes_: for-,Nevadans to 
':" / . buy.:_A·great majority· of Nevadans were 

• st{;~pe~:cent'-con..;"their-:lendi_ng_0 rate/and aref 
:.{ff paying::. out?i,8½ ,.: per·.-::c_ent ::':interest '.to-:' 
.:..f\ depositors.::But-Bank. B nov.r raises it Ien.:C:·, 
-~;':ding rate to·I4 per cent:-ThLfmeans Bank B..:fi 

,,--;/rcan·., ?ffer::.-J0¼:·~·per.-,: cent::· intere~t:;:_to.-.; 
,·J:·J depos1tors-...Bank: A, wh1ch·cannot raise its 'l . 
1i'fr~ilending rate,.-

0
mus_t keep its deposit interest./,j 

· f'.~:·at~:8½ -:per .. cent- Naturally, investment j 
.,~,;: money flows·out of Bank A to Bank B.··,.,. '' '.--j 
·;-i~{.=:+~ With'· this~ in•- mind, -let's look: at ::whaL;;f ft happened in 1974, when ·interest rates o!-.J 
'! · ~: both types soared all ~cross t~e nati_on, ·,(":•;-;~ 
~ _.-:,:.' ~evada's banks raised then· lendm~ rate __ 

1 ,: -.. ;. to--12 per:-cent, but -could go no· higher" . 

. ·. :, .. adversely .i.ffected in one way or another:·.-:_ 
f, ·· · -·Today, -:_inter.est· :rates ,:ha_v_e:·Jallen i. 
'_;,,.-nationally, :and Nevada, banks are once . 
; :\again competitive·:--But many-·<:conciniists , 
>:;:fear. there will_-be, another upsurge of in,~ 
~/;_~·pation in 1976 od977;due pai:tlr.,to ~igh oil·,. 
/:--·prices and partly to -th€! huge:.$50, to $70 . 
: . ·'. billion federal deficit .... If inflation·jurnps, so . 
1 will interest-rates.-And Nevada··.will once. 
· .'", . agairi find itself crimped for money··:'-->-.:·;_:: 
.~ '. :,-Jn'.order to-avoid-a recurrence of.this: 

. 'unp\easanf situation,:banks are asking the'_; 
, . legislature to exempt them fro"m the 12 per 

. _. ·)because of Nevada law.- This meant they. 
· ·.-were limited to a rnaximum·oi s1,z per cerit I 
;, ''· interest on prime deposits. - ;::: .. -. :a··,:-;/:"·'·~·~t 
.~, '. : . But neighboring California ·anq Utah had 'J 
: . no limit on their lending rates. Therefore :I 
~ they were- free to raise their lending rate: 
' above 12 per cent, and raise their deposit: 

interest above 8½ per cent. In Californiia · 
at one time, some banks were paying as· 
much as 1211.z per cent interest on long-term,-

. time certificate deposits. ·; . · '. :, · ·_ · · ·. · · '. "> 
';. • . · At the same time . several .•federaL 
; ·. agendes were offering high· interest rates · 

•; · · to investors. Treasury notes frequently : 
: ... paid interest above 81h percent:· ;, ,·: s·,'; ,_;r, 
I : · As a result, the money of Nevada's big 
~: . . · · corporations .. and. its·· wealthy-. individuals. 
:: , went to· California, Utah, and the federal· 

government; A bank spokesman adds tha~ -'. 
. millions of dollars o{ state funds were also 
·. ! invested »'outside· ;Nevada ·. by Staie, 
~ ,. Treasurer Mike.Mirabelli,:. ,' ;~ ., !d}. &..i.l 

- cent-interest rate on :commercial:Ioans .. · 
Savings and loan associations. would. also·· 

j . ·be exempted. -- · .: ·>,'..!:j":''.:_:~::u~-:~:~:;:;;:;-,<· 
, :; .A limit on lending rates·,_was riecessai-y_ 

·. when·this nation was a ·pioneer:country,_ / · 
: with scattered population and few sources 1 
; of :·n-ioney. But now there are numerous 

money sources,- and competition between 
banks helps to keep ·lending rates -within 

· Jimits: Borrowers also keep Jending·rates 
· down. As John Blood,· president of the 
Nevada sa·vings and Loan League noted, J 

Nevada home Joan interest rates rose to l?. 
per cent in 1974, but Nevadans_ refused to 
take out loans at these rates; and the len­
ding rate fol! back below 10 per cent.. 

Most states no. longer have limits on 
lending rates. .The ·Nevada · Jegislature 

·/:; , _ should place this state with its peers, and 
make the state financially _!!ompetitive ~ith 

•_;~rbor,. _ > /?_;• > ~; '?*-~:/ 
· · · ,. -. .-;·:>.' -~ / ·::_·.,_ri> ~ 
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STATISTICS FOR BA:{KS IN 'l'HE STATE OF NEVADA 

INCREASE OR DECREASE IN EARNINGS BY BANK 

\ 

FOR 1974 COMPARED r_ro 1973 

BANK OF NEVADA 20.0% 

FIRST NATIONAL BANK OF NEVADA + 89.-• 0 

PIONEER CITIZENS BANK 53.6% 

NEVADA NATIONAL BANK 27.4% 

SECURITY NATIONAL BANK OF NEVADA 32~0% 

FIRST NATIONAL BANK OF ELY + 28.0% 

NEVADA STATE BANK + 1.0% 

VALLEY BANK OF NEVADA 24.8% 

Even though the banks still made a profit, although 

reduced from the previous year, cie of the major reasons · 

was that they were able to sell funds to the Federai 

Reserve at 15%, and also to participate in loans 

originating in California where there is no real 

usury limit. 



-·. . .. , .~. 

T11e attached chart is intended to provide a 

birds-eye view of the usury provisions in the 50 

states anJ. the District of Columbia. The emphasis 

is 011 residential mortg,3ge loan rates. Other ex­

ceptions to the usury laws not covered include 

bank installment loans ,md loans by licensed lenders. 

Office of the State Legislative Counsel· 
American Bankers Association 
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MAXIMUM CONTRACT RATE I . EXCEPTIONS I ,.--------•--------,- • ---« ----

ST,\TE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL COZ.lliENTS 
BUSINESS 

15% under 15% $10,000 -
~ 

$100,000 $100,000 
ALABAMA 8% X X 

N/L over N/L over 
$100,000 $100,000 

. . 4 percentage 4 percentage 4 percentage 
pts. above pts. above . pts. above 

ALASKA the discount the discount the discount 
rate charged rate char~fid rate char~gd 
by the 12th by the 12 by the 12 
F.R. district F.R. district F.R. district 

. 
N/L over N/L over N/L over 

$100,000 $100,000 $100.000 

10% 10% 10% for residential 
AR

0

IZONA 12% over 12% over 18% ov~r X X X mortgage loans for 
$25,000 $25,000 $5,000 1- to 2-family dwelling 

" 

' ' 

ARKANSAS 10% 10% 10% 

... . . 
CALIFOilliIA ?;J/L N/L N/L 10% for non-reg~lated 

lenders 

. 

KEY: N/L - No limit 
UCCC - Uniform Consumer Credit Code 
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I MAXIMUM CONTRACT RATE /. EXCEPTIONS l 

STATE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL COMMENTS 
BUSINESS 

. 
C OLORADO uccc N/L N/L · 

18% 

•· 

N/L any loan' over $5,00 0 • 
by banks aµd £&Ls 

C ONNECTICUT 12% 12% 18% ove·r X X X N/L realty loans over 
$10,000 $5,000 

. 
4% points 4% points above 
above Federal Federal Reserve Residential mortgage lo 

D ELAWARE Reserve dis- discount rate N/L X X may not be more than 4% 
count rate. points above the Federa 1 

N/L any loan N/L any loan over Reserve discount rate 
over $100,000 $100,000 

10% 
::?LORIDA 10% 15% 

15% over 
$500,000 

9% Realty Loans ... 

GEORGIA 8% 8% N/L over $2,500 X X X 
N/L any loan over 

$100,000 



.).ll\J.t U.>Ul'\.l L~W.:> 

... ·• -I MAXIMUM CONTRACT RATE I EXCEPTIONS 
STATE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL 

BUSINESS 

. 

H AWAII 12% 12% ~/Lover 
N/L N/L over $750,000 

over $750,000 $750,000 . 

I DAIIO uccc 1/ 10% 12% over X 
18% $10,000 

: 

I LLINOIS 8% N/L N/L X X 

I NDIANA uccc N/L N/L . 
18% 

IOWA 9% 9% N/L 

1/ loans not covered by the UCCC are subject to the general usury statute. 

I • COMHENTS 

. 

10% Realty Loans 

9-1/2% residential 
realty loans 

(until July 1, 1975) 

r-
iJ;.11 
0 
0 

... 
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I MAXIMUM CONTRACT RATE I EXCEPTIONS I 

STATE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL COMHENTS 
BUSINESS 

. 

KA NSAS uccc 10% N/L 10% Realty Loa:is 
18% .. 

. 

8-1/2% 8-1/2% 
K ENTUCKY N/L over N/L over N/L X X 

$15,000. $15,000 
,_ ,. 

I 

4 

L OUISIANA 8% 8% N/L X X X 10% Realty Loans 

. 

MAINE t1CCC N/L N/L 16% over $2,000 on 
18% first mortgage loans . 

.. 

MARYLAND 8% N/L over N/L over X X 10% residential realty 
$5,000 $5,000 loans 



··• STATE USURY LAWS -I MAXIMUM CONTRACT RATE I EXCEPTIONS 
STATE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL 

BUSINESS 

} iASSACHUSETTS N/L N/L N/L 

M ICHIGAN 7% N/L N/L X X 

MI NNESOTA 8% 8% N/L 

N/L ·over 
$100,000 

, 

!ISSISSIPPI 10% 15% over 15% over 
$2,500 $2,500 

10% 
MI SSOURI 10% N/L over $5,000 N/L 

(except agricul-
tural loans) 

** Loans of $100,000 or more to any party with a lien on other than a single family 
residence may agree in writing to any interest rate (until 12/31/77) 

X 

I • COHHENTS 

N/L loans on sip.gle fam :( 

dwellings by·regulated 
lenders until 12/31/77. 

11% for non-regulated 
lender ** . 

.. 

. 



·• I MAXIMUM CONTRACT RATE ··-STATE INDIVIDUAL UNINCORPORATED CORPOMTIONS 
BUSINESS ' 

,t.(. ft> tl-(,u..., r.t.£, ~e,.,, .. . v 6~ t/ ;, ' / I 
ti ~ r 

.clOZ-
1. , ,ei11,l.f ai..eu..1.-- a 

HONTANA 10% :..l-0%' 

NEBRASKA 9% 9%. N/L 

. 

NEVADA 12% 12% 1.2% 

NEW HAMPSHIRE N/L N/L N/L 

. 
6-8% 
6-9.57. 

NEW JERSEY for loans 6-8% N/L 
secured by 
one borrower-
occupied 1-3. .•. 

family dwell-
ing 

. 

.. 

I EXCEPTIONS I 
VA FHA CONVENTIONAL 

. ,,J-ifi hf.:, ' ~~•n~" rot · 4 .::i!.. .t:1.u,•• 

I( /tJ'J'; 'f ,, . /1 II '( 

~ €\Pc) 

. 

X X 

-

. 

•• 
COMMENTS 

_;;,, 

%1r:7SJ, r)~(> 

'S,::,141 Tu ¼?J ,#( . 

Cor..missioner of Banking 
' establishes the rate wi 

in the given ranges; 
currently it is 9.25% £ 
mortgages on a 1-3 fami 

' . 
residence and 8% for al 
bthers not falling with 
another exception •. 

t 

0 

l 
1 
i 

N/L any loan ove~SO,O 
on other than a lfs3 fa 

a 
mi 

residence w 



·• STA7E 

N EW MEXICO 

N EW YORK 

N ORTH CAROLINA 

N ,ORTH DAKOTA 

OHIO 

1..1 
Banking Board 

hearings, that 
is inadequate. 
usury limits. 

- •• I MAXIMUH CONTRACT RATE I EXCEPTIONS I . 
INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL COH}1ENTS 

BUSINESS 

. 

10% 10% N/L 12% Unsecured Loans 

1/ 1/ 
Banking Board estab-5-8% 5-8 N/L X X 

lishes the rate 
N/L over N/L over .. 

$250,000 $250,000 

10% $50,000 - 10% $50,000 -
$100,000 $100,000 

9% 
12% $100,000 - 12% $100,000 -

N/L Realty Loans 
N/L over (until June 30, 1975) 

$100,000 $300,000 $300,000 . 
N/L over $300,00( N/L over $300,0 PO 

Greater of . ... 
7% or 3% 
above maximum N/L over N/L 12% ceiling for S&Ls 
bank deposit $25,000 
rate (9-1/2%) . 

.. 
8% 8% N/L N/L any loan over 

$100,000 

,..... 
has additional authority to increase the rate to 8-1/2% upon determination, after holding public !~, 

the availability ,of credit, in particular· the available supply of funds for conventional home mortga:ges. 
Authority exercised effective October 11, 1973. One to ·two-family home mortgage loans are subject~o 



•• 
St~TE 

OKLAHOMA 

OREGON. 

PENNSYLVANIA 

RHODE ISLAND 

SOUTH CAROLINA 

/ MAXIMUM CONTRACT RATE 
INDIVIDUAL UNINCORPORATED 

uccc 
18% 

10% 

6% 
N/L Unsecured 
loans over 
$35,000 
N/L ariy loan 
over $50,000 

21% 

8% 

BUSINESS 

N/L 

10% 

N/L over 
$10,000 

21% 

8% 

STATE USURY LAWS - ' EXCEPTIONS / 
CORPqRATIONS VA FHA CONVENTIONAL 

· N/L 

12% 

N/L 

21% 

N/L if Corp. 
has capital 
stock.over 
$40,000 

X 

X 

• 

X X 

X X 

•• 
COMMENTS 

N/L any loan over 
$50,000 

• 

Secretary of Bankings 
mortgage rate n::.onthly . 
2-1/2% above monthly 
index of U.S. Governm 
Bona Yields. 

9% realty loans up, to 
$50,000· 

10% all loans $50,000 
$100,000 

12% all loans $100,000 
$500,000 

_______ _._ _____ ___., ________ .__ ________ ..._ __ __..__ __ __._ _____ __. N/L all loans over $_500 



I MAXIMUM CONTRACT RATE I EXCEPTIONS I 
·e •·· 

STATE INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL COMMENTS 
BUSINESS 

SOUTH DAKOTA 10% 10% N/L 

. 
. . 

TENNESSEE 10% 10% 10% 

' 

. 

TEXAS 10% 10% 18% over . $5., 000 

UTAH uccc N/L N/L 
18% 

' c-th- t-1/1-
VERMONT 8-1/2% l-!1o w X X . 



STATE 

VIRGINIA 

WASHINGTON 

WEST VIRGINIA 

WISCONSIN 

WYOMING 

DISTRICT OF 
COLUMBIA 

,-------------------,. / MAXIMUH CONTRACT RATE I EXCEPTIONS / 
INDIVIDUAL UNINCORPORATED CORPORATIONS VA FHA CONVENTIONAL 

8% 

12% 

8% 

12% 

uccc 
18% 

8% 

BUSINESS 

N/L 
over $5,000 

8% 

12% 

N/L 

8% 

· N/L X X X 

12% 

N/L 

N/L 

N/L 

N/L X X 

• CO?-ll·1ENTS 

N/L Realty Loans 

N/L loans over $100,000 
. to money lenders and re 
estate developers in 
Washington. 

9% Realty Loans 
(until July 1, 1975) 

.. 
~ .. 
~.;,; ... 'l 

0 
-J . 

D.C. Council is autho­
rized to exempt certain 
loans, and to change rat 
of interest. · 

10% residential mortgage 
loans 


