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50-1001. Definitions. As used in this act:

(a) "Commissioner"” refers to the securities
commissioner appointed under K.S.A. 75-
6301, and amendments thereto.

(b) "Loan" means any agreement to ad-
vance money or property in return for the
promise to make payments for the money or
property.

(c) "Loan broker" means any person who,
in return for a fee from any person, promises
to procure a loan for any person or assist any
person in procuring a loan from any third
party, or who promises to consider whether
or not to make a loan to any person. Loan
broker does not include:

(1) Any bank, savings bank, trust com-
pany, savings and loan association, credit
union or any other financial institution regu-
lated by any agency of the United States or
any state;

(2) any person authorized to sell and ser-
vice loans for the federal national mortgage
association or the federal home loan mort-
gage corporation, issue securities backed by
the government national mortgage associa-
tion, make loans insured by the department
of housing and urban development, make
loans guaranteed by the veterans administra-
tion, or act as a correspondent of loans in-
sured by the department of housing and ur-
ban development or guaranteed by the veter-
ans administration;

(3) any insurance company; or

(4) any person arranging financing for the
sale of the person's product.

(d) "Creditor" means any person to whom
a loan is initially payable on the face of the
note or contract evidencing the loan.

History: L. 1988, ch. 328, s 1; July 1.

50-1002. Registration required. It shall
be unlawful for any person to engage in the
business of loan brokering unless registered

under this act.
History: L. 1988, ch. 328, s 2; July 1.

50-1003. Application for registration;
contents; bond; issuance; effective date;
consent to secretary of state as process
agent. (a) In order to be registered under

this act a loan broker shall file an application
for registration with the commissioner. The
application for registration shall contain:

(1) The disclosure document required un-
der subsection (b) of K.S.A. 50-1006, and
amendments thereto, and the form of the
disclosure statement proposed to be used
under subsection (b)(1) of K.S.A. 50-1006,
and amendments thereto;

(2) consent to service of process under
subsection (e);

(3) evidence of the bond required in sub-
section (b); and

(4) a fee of $250.

(b) A loan broker must maintain a bond
satisfactory to the commissioner in the
amount of $25,000, which shall be in favor
of the state.

(c) Whenever the provisions of this act
have been complied with, the commissioner
shall issue a certificate of registration to the
applicant, authorizing the applicant to en-
gage in the business of loan brokering.

(d) An application for registration becomes
effective as of the date specified on the cer-
tificate of registration. Every registration is
effective until January 1 of the year after it
goes into effect.

(e) Every applicant for registration shall
file with the commissioner, in such form as
the commissioner prescribes, an irrevocable
consent appointing the secretary of state to
be the applicant's agent to receive service of
any lawful process in any noncriminal suit,
action or proceeding against the applicant
arising from the violation of any provision
of this act. Service shall be made in accor-
dance with article 3 of chapter 60 of the
Kansas Statutes Annotated.

History: L. 1988, ch. 328, s 3; L. 1992, ch.
226, 8; July 1.

50-1004. Renewal of registration; fee.
(a) A loan broker may not continue engag-
ing in the business of loan brokering unless
the broker's registration is renewed annually.
A loan broker shall renew the registration by
filing with the commissioner, at least 30
days before the expiration of the registra-
tion, an application containing any informa-
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tion the commissioner may require to indi-
cate any material change from the informa-
tion contained in the applicant's original ap-
plication or any previous application.

(b) An application for renewal must be ac-
companied by a fee of $100.

History: L. 1988, ch. 328, s 4; July 1.

50-1005. Fees and funds; accounting and
deposit in general fund. All fees and funds
accruing from the administration of this act
shall be accounted for by the commissioner
and shall be deposited with the state treas-
urer who shall deposit them in the state gen-
eral fund.

History: L. 1988, ch. 328, s 5; July 1.

50-1006. Disclosure document to be pro-
vided by loan broker; when; contents;
amendment of document; estimated dis-
closure documents and additional docu-
ments detailing specific loan information
to be provided. (a) At least seven days be-
fore the time any person signs a contract for
the services of a loan broker, or seven days
before the loan broker receives any consid-
eration upon the contract, whichever occurs
first, the loan broker must provide to the
contracting person a written disclosure
document that meets the requirements set
forth in subsection (b).

(b) A written disclosure document shall
contain the following information:

(1) A disclosure statement which shall be
the cover sheet and shall be entitled in at
least 10 point boldface capital letters "DIS-
CLOSURES REQUIRED BY KANSAS
LAW." Under this title shall appear the
statement in at least 10 point type that "The
Kansas securities commissioner has not re-
viewed and does not approve, recommend,
endorse or sponsor any loan brokerage con-
tract. The information contained in this dis-
closure has not been verified by the com-
missioner. If you have any questions see an
attorney before you sign a contract or
agreement." Nothing except the title and the
required statement shall appear on the cover
sheet;

(2) the name and form of organization of
the broker, the names under which the bro-
ker has done, is doing, or intends to do busi-
ness, and the name of any parent organiza-
tion or affiliate of the broker;

(3) the names, addresses and titles of the
broker's officers, directors, trustees, general
partners, general managers, principal execu-
tives and any other person performing simi-
lar duties;

(4) the length of time the broker has con-
ducted business as a loan broker;

(5) a full and detailed description of the ac-
tual services that the loan broker undertakes
to perform for the prospective borrower;

(6) the number of loan brokerage contracts
the broker has entered into within the past
12 months;

(7) the number of loan brokerage contracts
in which the broker has successfully ob-
tained a loan for the prospective borrower
within the last 12 months and the dollar
amount of the loans;

(8) financial statements for the loan bro-
ker's last fiscal year presented in accordance
with generally accepted accounting princi-
ples, and reviewed by an independent ac-
countant in accordance with standards estab-
lished by the American institute of certified
public accountants, except that for initial
applications for registration, the financial
statements shall include a balance sheet
dated within four months of filing for regis-
tration;

(9) a specific statement of the circum-
stances under which the broker will be enti-
tled to obtain or retain consideration from
the party with whom the broker contracts;
and

(10) any other information the commis-
sioner may require.

(¢) A loan broker shall amend the disclo-
sure document required by subsection (b)
whenever necessary to prevent it from con-
taining any false or misleading statement of
a material fact and shall deliver a copy of
the amended disclosure document to the
commissioner on or before the date of the
amendment.
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(d) A loan broker shall deliver to any per-
son who proposes to become obligated for a
loan an estimated disclosure document if the
creditor would be required to deliver to the
person a disclosure document under the
Truth-in-Lending Act (15 U.S.C. 1601-
1667¢) for the transaction. The estimated
disclosure document shall:

(1) Be delivered to the person before the
person becomes contractually obligated on
the loan; or

(2) be delivered or placed in the mail to the
person not later than three business days
after the person enters into an agreement
with the loan broker whichever occurs first.
The estimated disclosure document must
contain all of the information and be in the
form required by the Truth-in-Lending Act
(15 U.S.C. 1601-1667¢) and regulations un-
der the act. However, the annual percentage
rate, finance charge, total of payments and
other matters required under the Truth-in-
Lending Act (15 U.S.C. 1601-1667¢) shall
be adjusted to reflect the amount of all fees
and charges of the loan broker that the credi-
tor could exclude from an estimated disclo-
sure document. The estimated disclosure
document must state at the top in at least 10
point type: "The following is an estimated
disclosure document showing your loan
transaction as if the fees and charges you are
scheduled to pay us were charged to you
directly by the creditor." After the estimated
disclosure document is delivered to any per-
son, the loan broker shall deliver to the per-
son an additional statement redisclosing all
items if the actual annual percentage rate
will vary from the annual percentage rate
contained in the original estimated disclo-
sure by more than 0.125%. Any required
additional disclosure document shall be de-
livered or placed in the mail before con-
summation of the loan or after three days
from when the information that requires
redisclosure becomes available, whichever
occurs first.

History: L. 1988, ch. 328, s 6; L. 1992, ch.
226,59; July 1.

50-1007. Contracts required to be in
writing; retention of copy by borrowing
party. To be enforceable, every contract for
the services of a loan broker shall be in writ-
ing and signed by all contracting parties.

The borrowing party shall retain a copy of
the signed contract at the time it is signed.

History: L. 1988, ch. 328, s 7; July 1.

50-1008. Denial, suspension or revoca-
tion of registration; orders and hearing.
(a) The commissioner may deny, suspend or
revoke the registration of a loan broker if the
loan broker:

(1) Fails to maintain the bond required un-
der K.S.A. 50-1003;

(2) is insolvent;

(3) has violated any provision of this act;

(4) has filed with the commissioner any
document or statement containing any false
representation of a material fact or omitting
to state a material fact; or

(5) has been convicted, within 10 years be-
fore the date of the application, renewal or
review, of any crime involving fraud or de-
ceit.

(b) The commissioner may not enter a fi-
nal order denying, suspending or revoking
the registration of a loan broker without
prior notice to all interested parties, oppor-
tunity for a hearing and written findings of
fact and conclusions of law. The commis-
sioner may by summary order deny, suspend
or revoke a registration pending final deter-
mination of any proceeding under this sec-
tion. Upon the entry of a summary order, the
commissioner shall promptly notify all in-
terested parties that it has been entered, of
the reasons for the summary order and, that
upon receipt by the commissioner of a writ-
ten request from a party, the matter will be
set for hearing which shall be conducted in
accordance with the provisions of the Kan-
sas administrative procedure act. If no hear-
ing is requested and none is ordered by the
commissioner, the order remains in effect
until it is modified or vacated by the com-
missioner. If a hearing is requested or or-
dered, the commissioner, after notice of the
hearing has been given to all interested per-
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sons and the hearing has been held, may
modify or vacate the order or extend it until
final determination.

History: L. 1988, ch. 328, s 8; July 1.

50-1009. Powers of securities commis-
sioner; enforcement of subpoenas; privi-
lege against self-incrimination; certificate
of compliance or noncompliance, admis-
sibility in evidence. (a) The commissioner
may do the following:

(1) Adopt rules and regulations to imple-
ment this act;

(2) make investigations and examinations:

(A) In connection with any application for
registraion of any loan broker or any regis-
tration already granted; or

(B) whenever it appears to the commis-
sioner, upon the basis of a complaint or in-
formation, that reasonable grounds exist for
the belief that an investigation or examina-
tion is necessary or advisable for the more
complete protection of the interests of the
public;

(3) appoint special investigators to aid in
investigations conducted pursuant to this act.
Such special investigators shall have the
same authority with respect to enforcement
of this act as specified for special investiga-
tors appointed under subsection (b) of
K.S.A. 17-1265, and amendments thereto, in
enforcing the Kansas securities act;

(4) charge as costs of investigation or ex-
amination all reasonable expenses, including
a per diem prorated upon the salary of the
commissioner or employee and actual trav-
eling and hotel expenses. All reasonable ex-
penses are to be paid by the party or parties
under investigation or examination;

(5) issue notices and orders, including
cease and desist notices and orders, after
making an investigation or examination un-
der paragraph (2). The commissioner may
also bring an action on behalf of the state to
enjoin a person from violating this act. The
commissioner shall notify the person that an
order or notice has been issued, the reasons
for it and that a hearing will be set in accor-
dance with the provisions of the Kansas ad-
ministrative procedures act after the com-

missioner receives a written request from the
person requesting a hearing;

(6) sign all orders, official certifications,
documents or papers issued under this act or
delegate the authority to sign any of those
items to a deputy;

(7) hold and conduct hearings;

(8) hear evidence;

(9) conduct inquiries with or without hear-
ings;

(10) receive reports of investigators or
other officers or employees of the state of
Kansas or of any municipal corporation or
governmental subdivision within the state;

(11) administer oaths or cause them to be
administered;

(12) subpoena witnesses and compel them
to attend and testify;

(13) compel the production of books, re-
cords and other documents; and

(14) order depositions to be taken of any
witness residing within or without the state.
The depositions shall be taken in the manner
prescribed by law for depositions in civil
actions and made returnable to the commis-
sioner.

(b) If any person refuses to obey a sub-
poena issued under this act, the commis-
sioner may make application to any court of
competent jurisdiction to order the person to
appear before the commissioner and produce
documentary evidence or give evidence as
directed in the subpoena. The failure to obey
the order of the court shall be subject to pun-
ishment by the court as contempt of court.

(c) No person shall be excused from com-
plying with a subpoena on the ground that
the testimony or evidence required may tend
to incriminate the person or subject the per-
son to a penalty or forfeiture. No individual
may be prosecuted or subject to any penalty
or forfeiture for or on account of any trans-
action, matter or thing which the individual
is compelled to testify or produce evidence,
after claiming the privilege against self-
incrimination. However, the individual so
testifying shall not be exempt from prosecu-
tion and punishment for perjury committed
in so testifying.
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(d) In any prosecution, action, suit or pro-
ceeding based upon or arising out of this act,
the commissioner may sign a certificate
showing compliance or noncompliance with
this act by any loan broker. This shall con-
stitute prima facie evidence of compliance
or noncompliance with this act and shall be
admissible in evidence in any action at law
or in equity to enforce this act.

History: L. 1988, ch. 328, s 9; L. 1992, ch.
226, 10; July 1.

50-1010. Certified copies of documents
or records admissible in actions or pro-
ceedings under act. Copies of any state-
ment or document filed with the commis-
sioner, and copies of any records of the
commissioner, certified to by the commis-
sioner are admissible in any prosecution,
action, suit or proceeding based upon, or
arising out of or under, the provisions of this
act to the same effect as the original of the
statement, document or record would be if
actually produced.

History: L. 1988, ch. 328, s 10; July 1.

50-1011. Violations; civil penalties, en-
forcement. (a) If the commissioner deter-
mines, after notice and opportunity for a
hearing, that a person has violated this act,
the commissioner may, in addition to all
other remedies, impose a civil penalty upon
the person in an amount not to exceed
$5,000 for each violation.

(b) The commissioner may bring an action
in the district court of Shawnee county to
enforce payment of any penalty imposed
under this section.

History: L. 1988, ch. 328,s 11; July 1.

50-1012. Same; liability of loan broker
to damaged parties; rights of prospective
borrower. Any person who violates this
act, in connection with a contract for the
services of a loan broker, is liable to any
person damaged by the violation, for the
amount of the actual damages suffered, in-
terest at the legal rate, and attorney fees. If a
loan broker violates any provision of this
act, in connection with a contract for loan

brokering services, the contract is void, and
the prospective borrower is entitled to re-
ceive from the loan broker all sums paid to
the loan broker.

History: L. 1988, ch. 328, s 12; July 1.

50-1013. Violation of act or cease and
desist order, penalties; prosecution; spe-
cial prosecutor. (a) Any person who will-
fully violates any provision of this act or
knowingly violates any cease and desist or-
der issued under this act commits a severity
level 7, nonperson felony. Any violation of
this act committed on or after July 1, 1993,
resulting in a loss of $25,000 or more, re-
gardless of its location on the sentencing
grid block, shall have a presumptive sen-
tence of imprisonment.

(b) Prosecution for any crime under this
act must be commenced within five years
after the alleged violation. A prosecution is
commenced when a complaint or informa-
tion is filed, or an indictment returned, and a
warrant thereon is delivered to the sheriff or
other officer for execution. No such prose-
cution shall be deemed to have been com-
menced if the warrant so issued is not exe-
cuted without unreasonable delay.

(c) The commissioner may refer such evi-
dence as may be available concerning viola-
tions of this act or of any rule and regulation
or order hereunder to the attorney general or
the proper county or district attorney, who
may in the prosecutor's discretion, with or
without such a reference, institute the ap-
propriate criminal proceedings under this
act. Upon receipt of such reference, the at-
torney general or the county attorney or dis-
trict attorney may request that a duly em-
ployed attorney of the commissioner prose-
cute or assist in the prosecution of such vio-
lation or violations on behalf of the state.
Upon approval of the commissioner, such
employee shall be appointed special prose-
cutor for the attorney general or the county
attorney or district attorney to serve without
compensation from the attorney general or
the county attorney or district attorney. Such
special prosecutor shall have all the powers
and duties prescribed by law for assistant
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attorneys general or assistant county or dis-
trict attorneys, and such other powers and
duties as are lawfully delegated to such spe-
cial prosecutors by the attorney general or
the county attorney or district attorney.
History: L. 1988, ch. 328, s 13; L. 1992,
ch.226,s 11; L. 1993, ch. 291, s 227; July 1.

50-1014. Rescission of contract under
Truth-in-Lending Act; notice to creditor;
timely return of consideration required;
computation of time period for avoidance
of contract. (a) If a transaction for which a
loan broker has charged any fee or collected
any costs is rescinded by any person under
the provisions of the Truth-in-Lending Act
(15 U.S.C. 1601-1667¢) within 20 calendar
days after a notice of the rescission has been
delivered to the creditor, the loan broker
shall return to the person any money or
property that has been given to the loan bro-
ker, including property or money the loan
broker delivered or directed to third parties.

(b) For purposes of calculating the time
period during which a person may avoid a
contract under K.S.A. 50-640, and amend-
ments thereto, a contract with a loan broker
shall be considered to be a sale of services
that occurs on the date the person receives
the disclosure document required by subsec-
tion (d) of K.S.A. 50-1006.

History: L. 1988, ch. 328, s 14; July 1.

50-1015. Account numbers required to
be assigned to agreements; loan brokers
required to maintain certain records; pe-
riod and manner of maintenance. (a) Each
loan broker agreement shall be given an ac-
count number and all instruments taken in
connection with that agreement must bear
this number. Each loan broker shall keep
and maintain the following records or their
equivalent:

(1) A loan broker agreement register that
consists of a chronological listing of all loan
broker agreements that have been entered
into. For each loan broker agreement the
register shall contain the following:

(A) The account number;

(B) the date of the agreement;

(C) the name of the borrower or any pro-
posed borrower;

(D) the amount of any fees charged; and

(E) the cost and type of any insurance re-
quired.

(2) A file for each borrower or proposed
borrower shall contain the following:

(A) The name and address of the borrower
or any proposed borrower;

(B) a copy of the signed loan broker
agreement;

(C) a copy of any other papers or instru-
ments used in connection with the loan bro-
ker agreement and signed by the borrower or
any proposed borrower, including a copy of
the disclosure document required by subsec-
tion (d) of K.S.A. 50-1006 that contains an
acknowledged receipt by the borrower or
any proposed borrower;

(D) if a loan was obtained for the bor-
rower, the name and address of the creditor;

(E) if a loan is accepted by the borrower, a
copy of the loan agreement; and

(F) the amount of the loan broker's fee that
the borrower has paid. If there is an unpaid
balance, the status of any collection efforts.

(3) All receipts from or for the account of
borrowers or any proposed borrowers and all
disbursements to or for the account of bor-
rowers or any proposed borrowers, recorded
so that the transactions are readily identifi-
able.

(4) A general ledger that shall be posted at
least monthly, and a trial balance sheet and
profit and loss statement prepared within 30
days of the commissioner's request for the
information.

(5) A copy of:

(A) All advertisements, pamphlets, circu-
lars, letters, articles or communications pub-
lished in any newspaper, magazine or peri-
odical;

(B) scripts of any recording, radio or tele-
vision announcement; and

(C) any sales Kkits or literature to be used in
solicitation of borrowers.

(b) The records listed in subsection (a)
shall be kept for a period of six years in the
loan broker's principal office and must be
separate or readily identifiable from the re-
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cords of any other business that is conducted
in the office of the loan broker.
History: L. 1988, ch. 328, s 15; July 1.

50-1016. Persons exempt from registra-
tion and other duties under act; burden of
proof thereof. (a) The following persons are
exempt from the requirements of K.S.A. 50-
1002, 50-1003, 50-1004, 50-1006, 50-1007,
50-1008, 50-1014 and 50-1015:

(1) Any attorney while engaging in the
practice of law;

(2) any certified public accountant with a
permit to practice under K.S.A. 1-310, and
amendments thereto, while engaged in prac-
tice as a certified public accountant or any
independent public accountant engaged in
the practice of public accounting whose ser-
vice in relation to procurement of a loan is
incidental to their practice;

(3) any person licensed as a real estate
broker or salesperson under K.S.A. 58-3039,
and amendments thereto, while rendering
services in the ordinary course of a transac-
tion in which a license as a real estate broker
or salesperson is required;

(4) any broker-dealer, agent or investment
advisor registered under K.S.A. 17-1254,
and amendments thereto;

(5) any person whose fee is wholly contin-
gent on the successful procurement of a loan
from a third party and to whom no fee, other
than a bona fide third party fee, is paid be-
fore the procurement;

(6) any person who is a creditor, or pro-
posed to be a creditor, for any loan; and

(7) any feedlot operator licensed under
K.S.A. 47-1503, and amendments thereto.

(b) As used in this section, "bona fide third
party fee" includes fees for:

(1) Credit reports, appraisals and investiga-
tions; and

(2) if the loan is to be secured by real
property, title examinations, an abstract of
title, title insurance, a property survey and
similar purposes.

(c) As used in this section, "successful
procurement of a loan" means that a binding
commitment from a creditor to advance

money has been received and accepted by
the borrower.

(d) The burden of proof of any exemption
or classification provided in this act shall be
on the party claiming the exemption or clas-
sification.

History: L. 1988, ch. 328, 5 16; July 1.

50-1017. Prohibited acts. A loan broker
shall not, in connection with an offer of or a
contract for the services of a loan broker,
either directly or indirectly, do any of the
following:

(1) Employ any device, scheme or artifice
to defraud;

(2) make any untrue statements of a mate-
rial fact or omit to state a material fact nec-
essary in order to make the statements made,
in the light of circumstances under which
they are made, not misleading; or

(3) engage in any act, practice or course of
business that operates or would operate as a
fraud or deceit upon any person.

History: L. 1988, ch. 328, s 17; L. 1992,
ch. 226, s 12; July 1.

50-1018. False or misleading filing or
statement; penalty. It is unlawful for any
person to make or cause to be made, in any
document filed with the commissioner or in
any proceeding under this act, any statement
which is, at the time and in the light of the
circumstances under which it is made, false
or misleading in any material respect.

History: L. 1992, ch. 226, s 7; July 1.
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