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47.015 CLOSING ON CERTAIN DAYS. 
Subdivision 1. Financial institutions. As used in this section the term 

"financial institution" shall include banks, trust companies, banks and trust 
companies, mutual savings banks, industrial loan and thrift companies having 
outstanding certificates of indebtedness for investment other than those pledged as 
security for a loan made contemporaneous therewith, savings and loan associa­
tions, building and loan associations, national banking associations, federal reserve 
banks and federal savings and loan associations doing business in this state. 

[For text of subds 2 and 3, see M.S. 1980] 

History: 1981 c 220 s 5 

AIM [Repealed, 1981 c 220 s 18] 

47.20 USE OF FEDERAL ACTS; DEFINITIONS; INTEREST RATES; RE­
QUIRED PROVISIONS; INTEREST ON ESCROW ACCOUNTS; PENALTY. 

Subdivision 1. Pursuant to rules the commissioner of banks finds to be 
necessary and proper, if any, banks, savings banks, mutual savings banks, building 
and loan associations, and savings and loan associations organized under the laws 
of this state or the United States, trust companies, trust companies acting as 
fiduciaries, and other banking institutions subject to the supervision of the 
commissioner of banks, and mortgagees or lenders approved or certified by the 
secretary of housing and urban development or approved or certified by the 
administrator of veterans affairs, or approved or certified by the administrator of 
the farmers home administration, or approved or certified by the federal home 
loan mortgage corporation, or approved or certified by the federal national 
mortgage association, are authorized: 

(1) To make loans and advances of credit and purchases of obligations 
representing loans and advances of credit which are insured or guaranteed by the 
secretary of housing and urban development pursuant to the national housing act, 
as amended, or the administrator of veterans affairs pursuant to the servicemen's 
readjustment act of 1944, as amended, or the administrator of the farmers home 
administration pursuant to the consolidated farm and rural development act, Pub. 
L. 87-128, as amended, and to obtain the insurance or guarantees; 

(2) To make loans secured by mortgages on real property and loans secured 
by a share or shares of stock or a membership certificate or certificates issued to a 
stockholder or member by a cooperative apartment corporation which the secre­
tary of housing and urban development, the administrator of veterans affairs, or 
the administrator of the farmers home administration has insured or guaranteed or 
made a commitment to insure or guarantee, and to obtain the insurance or 
guarantees; 
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169 FINANCIAL CORPORATIONS 47.20 

(3) To make, purchase, or participate in such loans and advances of credit as 
would be eligible for purchase, in whole or in part, by the federal national 
mortgage association or the federal home loan mortgage corporation, but without 
regard to any limitation placed upon the maximum principal amount of an eligible 
loan; 

(4) To make, purchase or participate in such loans and advances of credit 
secured by mortgages on real property which are authorized by the federal home 
loan bank board or the office of the comptroller of the currency. 

Subd. 2. For the purposes of this section the terms defined in this subdivi­
sion have the meanings given them: 

(1) "Actual closing costs" mean reasonable charges for or sums paid for the 
following, whether or not retained by the mortgagee or lender: 

(a) Any insurance premiums including but not limited to premiums for title 
insurance, fire and extended coverage insurance, flood insurance, and private 
mortgage insurance, but excluding any charges or sums retained by the mortgagee 
or lender as self-insured retention. 

(b) Abstracting, title examination and search, and examination of public 
records. 

(c) The preparation and recording of any or all documents required by law or 
custom for closing a conventional or cooperative apartment loan. 

(d) Appraisal and survey of real property securing a conventional loan or real 
property owned by a cooperative apartment corporation of which a share or shares 
of stock or a membership certificate or certificates are to secure a cooperative 
apartment loan. 

(e) A single service charge, which includes any consideration, not otherwise 
specified herein as an "actual closing cost" paid by the borrower and received and 
retained by the lender for or related to the acquisition, making, refinancing or 
modification of a conventional or cooperative apartment loan, and also includes 
any consideration received by the lender for making a borrower's interest rate 
commitment or for making a borrower's loan commitment, whether or not an 
actual loan follows the commitment. The term service charge does not include 
forward commitment fees. The service charge shall not exceed one percent of the • 
original bona fide principal amount of the conventional or cooperative apartment 
loan, except that in the case of a construction loan, the service charge shall not 
exceed two percent of the original bona fide principal amount of the loan. That 
portion of the service charge imposed because the loan is a construction loan shall 
be itemized and a copy of the itemization furnished the borrower. A lender shall 
not collect from a borrower the additional one percent service charge permitted for 
a construction loan if it does not perform the service for which the charge is 
imposed or if third parties perform and charge the borrower for the service for 
which the lender has imposed the charge. 

(f) Charges and fees necessary for or related to the transfer of real or personal 
property securing a conventional or cooperative apartment loan or the closing of a 
conventional or cooperative apartment loan paid by the borrower and received by 
any party other than the lender. 

(2) "Contract for deed" means an executory contract for the conveyance of 
real estate, the original principal amount of which is less than $100,000. A 
commitment for a contract for deed shall include an executed purchase agreement 
or earnest money contract wherein the seller agrees to finance any part or all of 
the purchase price by a contract, for deed. 
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(3) "Conventional loan" means a loan or advance of credit, other than a loan 
or advance of credit made by a credit union or made pursuant to section 334.0! 1, 
to a noncorporate borrower in an original principal amount of less than $100,000, 
secured by a mortgage upon real property containing one or more residential units 
or upon which at the time the loan is made it is intended that one or more 
residential units are to be constructed, and which is not insured or guaranteed by 
the secretary of housing and urban development, by the administrator of veterans 
affairs, or by the administrator of the farmers home administration, and which is 
not made pursuant to the authority granted in subdivision 1, clause (3) or (4). The 
term mortgage does not include contracts for deed or installment land contracts. 

(4) "Cooperative apartment loan" means a loan or advance of credit, other 
than a loan or advance of credit made by a credit union or made pursuant to 
section 334.011, to a noncorporate borrower in an original principal amount of less 
than $100,000, secured by a security interest on a share or shares of stock or a 
membership certificate or certificates issued to a stockholder or member by a 
cooperative apartment corporation, which may be accompanied by an assignment 
by way of security of the borrower's interest in the proprietary lease or occupancy 
agreement in property issued by the cooperative apartment corporation and which 
is not insured or guaranteed by the secretary of housing and urban development, 
by the administrator of veterans affairs, or by the administrator of the farmers 
home administration. 

(5) "Cooperative apartment corporation" means a corporation or association 
organized under sections 308.05 to 308.18 or chapter 317, the shareholders or 
members of which are entitled, solely by reason of their ownership of stock or 
membership certificates in the corporation or association, to occupy one or more 
residential units in a building owned or leased by the corporation or association. 

(6) "Forward commitment fee" means a fee or other consideration paid to a 
lender for the purpose of securing a binding forward commitment by or through 
the lender to make conventional loans to two or more credit worthy purchasers, 
including future purchasers, of residential units, or a fee or other consideration 
paid to a lender for the purpose of securing a binding forward commitment by or 
through the lender to make conventional loans to two or more credit worthy 
purchasers, including future purchasers, of apartments as defined in section 515.02 
to be created out of existing structures pursuant to the Minnesota condominium 
act, or a fee or other consideration paid to a lender for the purpose of securing a 
binding forward commitment by or through the lender to make cooperative 
apartment loans to two or more credit worthy purchasers, including future 
purchasers, of a share or shares of stock or a membership certificate or certificates 
in a cooperative apartment corporation; provided, that the forward commitment 
rate of interest does not exceed the maximum lawful rate of interest effective as of 
the date the forward commitment is issued by the lender. 

(7) "Borrower's interest rate commitment" means a binding commitment 
made by a lender to a borrower wherein the lender agrees that, if a conventional 
or cooperative apartment loan is made following issuance of and pursuant to the 
commitment, the conventional or cooperative apartment loan shall be made at a 
rate of interest not in excess of the rate of interest agreed to in the commitment, 
provided that the rate of interest agreed to in the commitment is not in excess of 
the maximum lawful rate of interest effective as of the date the commitment is 
issued by the lender to the borrower. 

(8) "Borrower's loan commitment" means a binding commitment made by a 
lender to a borrower wherein the lender agrees to make a conventional or 
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cooperative apartment loan pursuant to the provisions, including the interest rate, 
of the commitment; provided that the commitment rate of interest does not exceed 
the maximum lawful rate of interest effective as of the date the commitment is 
issued and the commitment when issued and agreed to shall constitute a legally 
binding obligation on the part of the mortgagee or lender to make a conventional 
or cooperative apartment loan within a specified time period in the future at a rate 
of interest not exceeding the maximum lawful rate of interest effective as of the 
date the commitment is issued by the lender to the borrower; provided that a 
lender who issues a borrower's loan commitment pursuant to the provisions of a 
forward commitment is authorized to issue the borrower's loan commitment at a 
rate of interest not to exceed the maximum lawful rate of interest effective as of 
the date the forward commitment is issued by the lender. 

(9) "Finance charge" means the total cost of a conventional or cooperative 
apartment loan including extensions or grant of credit regardless of the character­
ization of the same and includes interest, finders fees, and other charges levied by 
a lender directly or indirectly against the person obtaining the conventional or 
cooperative apartment loan or against a seller of real property securing a conven­
tional loan or a seller of a share or shares of stock or a membership certificate or 
certificates in a cooperative apartment corporation securing a cooperative apart­
ment loan, or any other party to the transaction except any actual closing costs 
and any forward commitment fee. The finance charges plus the actual closing 
costs and any forward commitment fee, charged by a lender shall include all 
charges made by a lender other than the principal of the conventional or 
cooperative apartment loan. The finance charge, with respect to wraparound 
mortgages, shall be computed based upon the face amount of the wraparound 
mortgage note, which face amount shall consist of the aggregate of those funds 
actually advanced by the wraparound lender and the total outstanding principal 
balances of the prior note or notes which have been made a part of the 
wraparound mortgage note. 

(10) "Lender" means any person making a conventional or cooperative 
apartment loan, or any person arranging financing for a conventional or coopera­
tive apartment loan. The term also includes the holder or assignee at any time of 
a conventional or cooperative apartment loan. 

(11) "Loan yield" means the annual rate of return obtained by a lender over 
the term of a conventional or cooperative apartment loan and shall be computed 
as the annual percentage rate as computed in accordance with sections 226.5 (b), 
(c) and (d) of Regulation Z, 12 C.F.R. section 226, but using the definition of 
finance charge provided for in this subdivision. For purposes of this section, with 
respect to wraparound mortgages, the rate of interest or loan yield shall be based 
upon the principal balance set forth in the wraparound note and mortgage and 
shall not include any interest differential or yield differential between the stated 
interest rate on the wraparound mortgage and the stated interest rate on the one or 
more prior mortgages included in the stated loan amount on a wraparound note 
and mortgage. 

(12) "Monthly index of the federal national mortgage association auction 
yields" means the gross weighted average yield of accepted offers in the second 
free market system conventional home mortgage auction held by the federal 
national mortgage association in a month. 

(13) "Person" means an individual, corporation, business trust, partnership or 
association or any other legal entity. 
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(14) "Residential unit" means any structure used principally for residential 
purposes or any portion thereof, and includes a unit in a townhouse or planned 
unit development, a condominium apartment, a non-owner occupied residence, 
and any other type of residence regardless of whether the unit is used as a 
principal residence, secondary residence, vacation residence or residence of some 
other denomination. 

(15) "Vendor" means any person or persons who agree to sell real estate and 
finance any part or all of the purchase price by a contract for deed. The term also 
includes the holder or assignee at any time of the vendor's interest in a contract for 
deed. 

Subd. 3. Notwithstanding the provisions of section 334.01, lenders are au­
thorized to make conventional or cooperative apartment loans and purchases of 
obligations representing conventional or cooperative apartment loans pursuant to 
rules the commissioner of banks finds to be necessary and proper, if any, at an 
interest rate not in excess of the maximum lawful interest rate prescribed in 
subdivision 4a. Contract for deed vendors are authorized to charge interest on 
contracts for deed at an interest rate not in excess of the maximum lawful interest 
rate prescribed in subdivision 4a. 

Subd. 4. [Repealed, 1981 c 351 s 14] 
Subd. 4a. No conventional or cooperative apartment loan or contract for 

deed shall be made at a rate of interest or loan yield in excess of a maximum 
lawful interest rate which shall be based upon the monthly index of the federal 
national mortgage association auction yields as compiled by the federal national 
mortgage association. The maximum lawful interest rate shall be computed as 
follows: 

(1) The maximum lawful rate of interest for a conventional or cooperative 
apartment loan or contract for deed made or contracted for during any calendar 
month is equal to the monthly index of the federal national mortgage association 
auction yields for the first preceding calendar month rounded off to the next 
highest quarter of one percent per annum. 

(2) On or before the last day of each month the commissioner of banking shall 
determine, based on available statistics, the monthly index of the federal national 
mortgage association auction yields for that calendar month and shall determine 
the maximum lawful rate of interest for conventional or cooperative apartment 
loans or contracts for deed for the next succeeding month as defined in clause (1) 
and shall cause the maximum lawful rate of interest to be published in a legal 
newspaper in Ramsey County on or before the first day of each month or as soon 
thereafter as practicable and in the state register on or before the last day of each 
month; the maximum lawful rate of interest to be effective on the first day of that 
month. If a federal national mortgage association free market system convention­
al home mortgage auction is not held in any month, the maximum lawful rate of 
interest determined by the commissioner of banks pursuant to the last auction is 
the maximum lawful rate of interest through the last day of the month in which 
the next auction is held. 

(3) A contract rate within the maximum lawful interest rate applicable to a 
cooperative apartment loan or contract for deed at the time the loan is made is the 
maximum lawful interest rate for the term of the cooperative apartment loan or 
contract for deed. 

(4) Contracts for deed executed pursuant to a commitment for a contract for 
deed, or conventional or cooperative apartment loans made pursuant to a borrow­
er's interest rate commitment or made pursuant to a borrower's loan commitment, 
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or made pursuant to a commitment for conventional or cooperative apartment 
loans made upon payment of a forward commitment fee including a borrower's 
loan commitment issued pursuant to a forward commitment, which commitment 
provides for consummation within some future time following the issuance of the 
commitment may be consummated pursuant to the provisions, including the 
interest rate, of the commitment notwithstanding the fact that the maximum lawful 
rate of interest at the time the contract for deed or conventional or cooperative 
apartment loan is actually executed or made is less than the commitment rate of 
interest, provided the commitment rate of interest does not exceed the maximum 
lawful interest rate in effect on the date the commitment was issued. The 
refinancing of (a) an existing conventional or cooperative apartment loan, (b) a 
loan insured or guaranteed by the secretary of housing and urban development, 
the administrator of veterans affairs, or the administrator of the farmers home 
administration, or (c) a contract for deed by making a conventional or cooperative 
apartment loan is deemed to be a new conventional or cooperative apartment loan 
for purposes of determining the maximum lawful rate of interest under this 
subdivision. A borrower's interest rate commitment or a borrower's loan commit­
ment is deemed to be issued on the date the commitment is hand delivered by the 
lender to, or mailed to the borrower. A forward commitment is deemed to be 
issued on the date the forward commitment is hand delivered by the lender to, or 
mailed to the person paying the forward commitment fee to the lender, or to any 
one of them if there should be more than one. A commitment for a contract for 
deed is deemed to be issued on the date the commitment is initially executed by 
the contract for deed vendor or his authorized agent. 

(5) A contract for deed executed pursuant to a commitment for a contract for 
deed, or a loan made pursuant to a borrower's interest rate commitment, or made 
pursuant to a borrower's loan commitment, or made pursuant to a forward 
commitment for conventional or cooperative apartment loans made upon payment 
of a forward commitment fee including a borrower's loan commitment issued 
pursuant to a forward commitment, issued on or before November 30, 1982, at a 
rate of interest not in excess of the rate of interest authorized by this subdivision at 
the time the commitment was made continues to be enforceable in accordance 
with its terms until the indebtedness is fully satisfied. 

Subd. 4b. Notwithstanding any other provision of this chapter including 
section 47.201, with respect to any conventional loan pursuant to which the 
mortgagee or lender shall receive any share of future appreciation of the mort­
gaged property, the following limitations shall apply: 

(1) The share of future appreciation of the mortgaged property which the 
lender or mortgagee may receive shall be limited to the proportionate amount 
produced by dividing the lesser of the acquisition cost or fair market value of the 
mortgaged property at the time the conventional loan is made into the original 
principal amount of the conventional loan; provided that in no event shall the 
annual rate of return obtained by the lender or mortgagee over the term of the 
conventional loan exceed the maximum lawful interest rate prescribed in subdivi­
sion 4a. 

(2) The lender or mortgagee shall not receive any share of future appreciation 
of the mortgaged property except upon sale or transfer of the mortgaged property 
or any interest therein, whether by lease, deed, contract for deed or otherwise, 
whether for consideration or by gift or in the event of death, or otherwise, and 
whether voluntarily, involuntarily, or by operation of law, provided that if the 
mortgagor or mortgagors own the mortgaged property as co-tenants, the transfer 
of the mortgaged property or any interest therein from one of such co-tenants to 
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another co-tenant, whether by reason of death or otherwise, shall not be con­
sidered a sale or transfer, and a taking by eminent domain shall not be considered 
a sale or transfer unless it is a total taking for which payment is made for the full 
value of the mortgaged property, and a casualty loss shall not be considered a sale 
or transfer unless the proceeds of any insurance claim made in connection with 
such casualty loss are applied to prepay the principal of the conventional loan. 

(3) Before the loan is made, the lender shall disclose to the mortgagor or 
mortgagors the terms and conditions upon which the lender or mortgagee shall 
receive any share of future appreciation of the mortgaged property. 

The commissioner may from time to time make, amend and rescind rules, 
forms and orders necessary to carry out the provisions of this subdivision. The 
provisions of this subdivision shall not apply to loans made pursuant to the 
program authorized by Laws 1981, Chapter 97. 

[For text of subd 5, see M.S. 1980] 

Subd. 6. If the purpose of a conventional loan is to enable a borrower to 
purchase a one to four family dwelling for his or her primary residence, the lender 
shall consent to the subsequent transfer of the real estate if the existing borrower 
continues after transfer to be obligated for repayment of the entire remaining 
indebtedness. The lender shall release the existing borrower from all obligations 
under the loan instruments, if the transferee (1) meets the standards of credit 
worthiness normally used by persons in the business of making conventional loans, 
including but not limited to the ability of the transferee to make the loan payments 
and satisfactorily maintain the real estate used as collateral, and (2) executes an 
agreement in writing with the lender whereby the transferee assumes the obliga­
tions of the existing borrower under the loan instruments. Any such agreement 
shall not affect the priority, validity or enforceability of any loan instrument. A 
lender may charge a fee not in excess of one-tenth of one percent of the remaining 
unpaid principal balance in the event the loan or advance of credit is assumed by 
the transferee and the existing borrower continues after the transfer to be obligated 
for repayment of the entire assumed indebtedness. A lender may charge a fee not 
in excess of one percent of the remaining unpaid principal balance in the event the 
remaining indebtedness is assumed by the transferee and the existing borrower is 
released from all obligations under the loan instruments. This subdivision applies 
to all conventional loans made on or after June 1, 1979, and before May 9, 1981. 

Subd. 6a. If the purpose of a conventional loan, or loan made pursuant to 
the authority granted in subdivision 1, clause (3) or (4), is to enable a borrower to 
purchase a one to four family dwelling for his or her primary residence, the lender 
shall consent to the subsequent transfer of the real estate and shall release the 
existing borrower from all obligations under the loan instruments, if the transferee 
(1) meets the standards of credit worthiness normally used by persons in the 
business of making conventional loans, including but not limited to the ability of 
the transferee to make the loan payments and satisfactorily maintain the real 
estate used as collateral, (2) executes an agreement in writing with the lender 
whereby the transferee assumes the obligations of the existing borrower under the 
loan instruments, and (3) executes an agreement in writing to pay interest on the 
remaining obligation at a new interest rate not to exceed the lender's current 
market rate of interest on similar loans at the time of the transfer, the most 
recently published monthly index of the federal national mortgage association 
auction yields as compiled by the federal national mortgage association or the 
existing interest rate provided for by the terms of the note, whichever is greater. 
Any such agreement shall not affect the priority, validity or enforceability of any 
loan instrument. 
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Subd. 6b. Charges or fees for late payments on conventional loans shall be 
governed by chapter 51A for all lenders. 

Subd. 7. (1) No conventional loan made on or after the effective date of 
Laws 1977, Chapter 350 and prior to May 31, 1979 shall contain a provision 
requiring or permitting the imposition, directly or indirectly, of any discount 
points, whether or not actually denominated as discount points, on any person. 
Conventional or cooperative apartment loans made on or after May 31, 1979 may 
contain provisions permitting discount points, if the loan does not provide a loan 
yield in excess of that permitted by subdivision 4a. The loan yield is computed 
using the amount resulting when the discount points are included in the finance 
charge. 

(2) Forward commitment fees are not discount points within the meaning of 
this subdivision. 

(3) No charges, fees, or sums permitted by this section which are paid to and 
received by a lender may be increased for purposes of evading compliance with 
this subdivision. 

[For text of subds 8 to 11, see M.S. 1980] 

Subd. 12. All lenders, including the Minnesota housing finance agency but 
excluding lenders making no more than five conventional loans in any calendar 
year, shall make an annual report containing the following information and such 
further information as the commissioner may require to the commissioner of banks 
describing the lender's number of: 

(a) conventional loans to individuals secured by a residential unit located in 
this state made during each month of the reporting period and the total dollar 
amount thereof by month; 

(b) conventional loans to individuals secured by a residential unit located in 
this state not made by the lender but acquired from others, the total dollar amount 
thereof, and from whom the loans were acquired; 

(c) loans, other than conventional loans, to individuals secured by a residen­
tial unit located in this state made by the lender categorized as to those insured or 
guaranteed by the secretary of housing and urban development, by the administra­
tor of veterans affairs, or by the administrator of the farmers home administration, 
those made pursuant to the authority granted in subdivision 1, clause (3) or (4), 
and all other such loans with the total dollar amount for each category of loan; 

(d) conventional loans made by the lender to individuals secured by a 
residential unit located outside this state and the total dollar amount thereof; 

(e) conventional loans to individuals secured by a newly built residential unit 
located in this state made by the lender and the total dollar amount thereof; 

(f) conventional loans made by the lender and sold to the Minnesota housing 
finance agency and the total dollar amount thereof; 

(g) commitments to individuals issued for conventional loans to be secured by 
a residential unit located in this state, and not made, and the total dollar amount 
thereof. 

The reports shall be filed on or before March 1 of each year and shall cover 
the preceding calendar year. 

Subd. 13. Any conventional loan having an interest rate or loan yield in 
excess of the maximum lawful interest rate provided for in subdivision 4a shall be 
usurious and subject to the same penalties as a loan made in violation of section 
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334.01. Any lender intentionally violating any other provision of this section shall 
be fined not more than $100 for each offense. 

Subd. 13a. Any contract for deed or cooperative apartment loan having an 
interest rate in excess of the maximum lawful interest rate provided for in 
subdivision 4a is usurious. No contract for deed or cooperative apartment loan is 
unenforceable solely because the interest rate thereon is usurious. Persons who 
have paid usurious interest may recover an amount not to exceed five times the 
usurious portion of the interest paid under the contract for deed or cooperative 
apartment loan plus attorneys' fees from the person to whom the interest has been 
paid. The penalty provisions of chapter 334, do not apply to usurious contracts 
for deed or cooperative apartment loans. 

[For text of subd 14, see M.S. 1980] 

History: 1981 c 137 s 1,2,4-8; 1981 c 351 s 1-9 
NOTE: Subdivision 4 was also amended by Laws 1981, Chapter 137, Section 3 to read as follows: 

"Subd. 4. No conventional loan or contract for deed shall be made at a rate of interest or loan yield in excess of a maximum 
lawful interest rate which is based upon the monthly index of long term United States government bond yields as compiled by the 
United States treasury department and published by the department in the monthly treasury bulletin. The maximum lawful interest 
rate shall be computed as follows: 

(1) The maximum lawful rate of interest for a conventional loan or contract for deed made or contracted for during any calendar 
month is equal to the monthly index of long term United States government bond yields for the second preceding calendar month plus 
an additional two percent per annum rounded off to the nearest quarter of one percent per annum or rounded off to the highest 
quarter of one percent per annum if equidistant. 

(2) On or before the 20th day of each month the commissioner of banking shall determine, based on available statistics, the 
monthly index of long term United States government bond yields for the preceding calendar month and shall determine the maximum 
lawful rate of interest for conventional loans or contracts for deed for the next succeeding month, as defined in clause (1) and shall 
cause the maximum lawful rate of interest to be published in a legal newspaper in Ramsey County on or before the 20th day of each 
month and in the state register on or before the last day of each month; the maximum lawful rate of interest to be effective on the first 
day of the next succeeding month. 

(3) A contract rate within the maximum lawful interest rate applicable to a contract for deed at the time the loan is made shall be 
the maximum lawful interest rate for the term of the contract for deed. 

(4) Contracts for deed executed pursuant to a commitment for a contract for deed, or conventional loans made pursuant to a 
borrower's interest rate commitment, or made pursuant to a borrower's loan commitment, or made pursuant to a commitment for 
conventional loans made upon payment of a forward commitment fee including a borrower's loan commitment issued pursuant to a 
forward commitment, which commitment provides for consummation within some future time following the issuance of the 
commitment may be consummated pursuant to the provisions, including the interest rate, of the commitment notwithstanding the fact 
that the maximum lawful rate of interest at the time the contract for deed or conventional loan is actually executed or made is less 
than the commitment rate of interest, provided the commitment rate of interest does not exceed the maximum lawful interest rate in 
effect on the date the commitment was issued. The refinancing of (a) an existing conventional loan, (b) a loan insured or guaranteed 
by the secretary of housing and urban development, the administrator of veterans affairs, or the administrator of the farmers home 
administration, or (c) a contract for deed by making a conventional loan is deemed to be a new conventional loan for purposes of 
determining the maximum lawful rate of interest under this subdivision. A borrower's interest rate commitment or a borrower's loan 
commitment is deemed to be issued on the date the commitment is hand delivered by the lender to, or mailed to the borrower. A 
forward commitment is deemed to be issued on the date the forward commitment is hand delivered by the lender to, or mailed to the 
person paying the forward commitment fee to the lender, or to any one of them if there should be more than one. A commitment for 
a contract for deed is deemed to be issued on the date the commitment is initially executed by the contract for deed vendor or his 
authorized agent. 

(5) A contract for deed executed pursuant to a commitment for a contract for deed, or a loan made pursuant to a borrower's 
interest rate commitment, or made pursuant to a borrower's loan commitment, or made pursuant to a forward commitment for 
conventional loans made upon payment of a forward commitment fee including a borrower's loan commitment issued pursuant to a 
forward commitment, issued on or before July 31, 1983 at a rate of interest not in excess of the rate of interest authorized by this 
subdivision at the time the commitment was made continues to be enforceable in accordance with its terms until the indebtedness is 
fully satisfied. 

(6) This subdivision expires July 31, 1983." 

47.201 GRADUATED PAYMENT MORTGAGES AND COOPERATIVE 
APARTMENT LOANS. 

Subdivision 1. Definitions. For the purposes of this section, the terms 
defined in this subdivision shall have the meanings given them: 

(1) "Financial institution" means a state bank or trust company, a national 
banking association, a state or federally chartered savings and loan association, a 
mortgage bank or mutual savings bank. 
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(2) "Graduated payment home loan" means a conventional or cooperative 
apartment loan made pursuant to section 47.20 and subject to the provisions 
therein, whereunder initial periodic repayments are lower than those under the 
standard conventional or cooperative apartment loan having equal periodic repay­
ments, and gradually rise to a predetermined point after which they remain 
constant. 

Subd. 2. Authorization. Notwithstanding the provisions of sections 334.01, 
subdivision 1, and 51 A.37, subdivision 3, clause (d), any financial institution is 
authorized to make graduated payment home loans and purchases representing 
graduated payment home loans pursuant to such rules as the commissioner of 
banks finds to be necessary and proper, if any, at an interest rate not in excess of 
the maximum lawful interest rate prescribed in section 47.20, subdivision 4a. 
Notwithstanding the provisions of section 334.01, subdivision 1, where initial 
repayments of a graduated payment home loan are less than the total accrued 
outstanding interest, the excess accrued and unpaid interest may be added to the 
outstanding loan balance on which interest accrues at the contracted rate. 

Subd. 3. Graduated payments. A graduated payment home loan may pro­
vide that periodic repayments of principal and interest on graduated payment 
home loans may increase in amounts not exceeding the following: 

(a) 7.5 percent annually during a period of five years or less; 
(b) 6.5 percent annually during a period of six years; 
(c) 5.5 percent annually during a period of seven years; 
(d) 4.5 percent annually during a period of eight years; 
(e) 3.5 percent annually during a period of nine years; and 
(f) 3 percent annually during a period of ten years. 
No graduated payment home loan may provide for principal and interest 

increases after its first ten years. The increases in payments of principal and 
interest provided in clauses (a) to (f) are independent and one graduation period 
may not be used in conjunction with another period. 

Subd. 4. Changes restricted. Payments of principal and interest may not be 
changed more than once a year. The first change may not occur until one year 
after the date of the first payment under the graduated payment home loan. 

Subd. 5. Conversion rights. Borrowers taking a graduated payment home 
loan shall have the right to convert, at a time chosen by the borrower, to a 
standard nongraduated payment conventional loan or cooperative apartment loan. 
No assessment or penalties shall be made if the borrower chooses to convert at the 
interest rate and outstanding principal of the graduated payment home loan. 

Subd. 6. Disclosure. Each prospective borrower shall receive materials ex­
plaining in reasonably simple terms the graduated payment home loan offered and 
a comparable standard conventional loan or cooperative apartment loan instru­
ment with a fixed interest rate and level payments. The material shall include: 

(a) A comparison of the terms of the graduated payment home loan and a 
standard conventional loan or cooperative apartment loan; 

(b) Payment schedules for both types of instruments and the total payment in 
dollars over the full term of the loan; 

(c) A description of the conversion option; and 
(d) A prominent statement that borrowers have the option to elect a standard 

conventional loan or cooperative apartment loan instrument. 
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Subd. 7. Savings and loan associations; first lien. Capitalization of interest 
resulting from any negative amortization of a graduated payment home loan made 
by a savings and loan association shall not change the status of the mortgage as a 
first lien against the property securing the loan pursuant to section 51A.38, 
subdivision 5. The capitalization of interest in a negative amortization shall not 
be considered as a loan or debt separate from the graduated payment mortgage 
contracted for at the time of loan origination. 

History: 1981 c 351 s 10 

47.203 FEDERAL PREEMPTION OVERRIDE. 
The provisions of Pub. L. 96-221, Title V, Part A, Section 501(a)(1), do not 

apply with respect to a loan, mortgage, credit sale or advance made in this state 
after June 2, 1981, nor with respect to a loan, mortgage, credit sale or advance 
secured by real property located in this state and made after June 2, 1981. 

History: 1981 c 351 s / / ; !Spl981 c 4 art 1 s 47 

47.204 TEMPORARY REMOVAL OF MORTGAGE USURY LIMITS. 
Subdivision 1. No usury limits. Notwithstanding any law to the contrary, 

no limitation on the rate or amount of interest, discount points, finance charges or 
other charges shall apply to a loan, mortgage, credit sale or advance which would 
have been exempt from the laws of this state pursuant to Pub. L. 96-221, Title V, 
Part A, Section 501, as amended as of June 2, 1981, but for section 47.203 and 
which is made in this state after June 2, 1981 and before August 1, 1984. 

Subd. 2. Enforceable throughout term. If the rate or amount of interest, 
discount points, finance charges, or other charges are permitted by this section at 
the time the loan, mortgage, credit sale or advance is made, the rate or amount of 
interest, discount points, finance charges or other charges are permitted through­
out the original term of the agreement and any extension agreed upon by the 
borrower and the lender or their respective successors in interest. 

History: 1981 c 351 s 12 

47.21 LAWS PRESCRIBING TYPE OF SECURITY NOT TO APPLY. 
No other law in this state prescribing the nature, amount or form of security 

or requiring security upon which loans or advances of credit may be made, or 
prescribing or limiting interest rates upon loans or advances of credit, or pre­
scribing or limiting the period for which loans or advances of credit may be made, 
shall be deemed to apply to loans, advances of credit or purchases made pursuant 
to section 47.20, subdivisions 1, 3 and 4a. 

(1) Such institutions may invest in notes or bonds secured by mortgage or 
trust deed insured pursuant to section 47.20, subdivision 1, clause (2), and in 
securities issued by national mortgage associations; 

(2) The notes, bonds and other securities herein made eligible for investment 
may be used wherever, by statute, collateral is required as security for the deposit 
of public or other funds; or deposits are required to be made with any public 
official or department; or an investment of capital or surplus, or a reserve or other 
fund, is required to be maintained consisting of designated securities. 

History: 1981 c 351 s 13 

47.51 DETACHED BANKING FACILITIES; DEFINITIONS. 
As used in sections 47.51 to 47.57: 
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"Extension of the main banking house" means any structure or stationary 
mechanical device serving as a drive-in or walk-up facility, or both, which is 
located within 150 feet of the main banking house, the distance to be measured in 
a straight line from the closest points of the closest structures involved and which 
performs one or more of the functions described in section 47.53. 

"Detached facility" means any permanent structure, office accommodation 
located within the premises of any existing commercial or business establishment, 
stationary automated remote controlled teller facility, stationary unmanned cash 
dispensing or receiving device, located separate and apart from the main banking 
house which is not an "extension of the main banking house" as above defined, 
that serves as a drive-in or walk-up facility, or both, with one or more tellers 
windows, or as a remote controlled teller facility or a cash dispensing or receiving 
device, and which performs one or more of those functions described in section 
47.53. 

"Bank" means a bank as defined in section 45.08 and any banking office 
established prior to the effective date of Laws 1923, Chapter 170, Section 1. 

"Commissioner" means the commissioner of banks. 

"Municipality" means the geographical area encompassing the boundaries of 
any home rule charter or statutory city located in this state, and any detached 
area, pursuant to section 473.625, operated as a major airport by the metropolitan 
airports commission pursuant to sections 473.601 to 473.679. When a bank is 
located in a township, the term municipality is expanded to mean the geographical 
area encompassing the boundaries of the township. 

History: 1981 c 220 s 6 

47.52 AUTHORIZATION. 

(a) With the prior approval of the commissioner, any bank doing business in 
this state may establish and maintain not more than two detached facilities 
provided the facilities are located within the municipality in which the principal 
office of the applicant bank is located; or within 5,000 feet of its principal office 
measured in a straight line from the closest points of the closest structures 
involved; or within 25 miles of its principal office measured in a straight line from 
the closest points of the closest structures involved, if the detached facility is 
within any municipality in which no bank is located at the time of application or if 
the detached facility is in a municipality having a population of more than 10,000, 
according to the last previous United States census, or if the detached facility is 
located in a municipality having a population of 10,000 or less and all the banks 
having a principal office in the municipality have consented in writing to the 
establishment of the facility, (b) A detached facility shall not be closer than 50 
feet to a detached facility operated by any other bank and shall not be closer than 
100 feet to the principal office of any other bank, the measurement to be made in 
the same manner as provided above. This clause shall not be applicable if the 
proximity to the facility or the bank is waived in writing by the other bank and 
fiied with the application to establish a detached facility, (c) Any bank is allowed, 
in addition to other facilities, one drive-in or walk-up facility located between 150 
to 1,500 feet of the main banking house or within 1,500 feet from a detached 
facility. The drive-in or walk-up facility permitted by this clause is subject to 
clause (b) and section 47.53. 

History: 1981 c 220 s 7 
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47.54 NOTICES AND APPROVAL PROCEDURES. 
Subdivision 1. Application. Any bank desiring to establish a detached 

facility shall execute and acknowledge an application, in writing, in the form 
prescribed by the commissioner, and shall file the application in the commission­
er's office, together with a fee of $500, and if an application is contested, an 
additional fee equal to the actual costs incurred by the commissioner in approving 
or disapproving the application, payable to the state treasurer and credited by the 
treasurer to the general fund. Thereupon the applicant shall publish a notice of 
the filing of the application in a newspaper published in the municipality in which 
the proposed detached facility is to be located, and if there is no such newspaper, 
then at the county seat of the county in which the facility is proposed to be 
located. The notice shall be in the form prescribed by the commissioner and, in 
addition to the publication, the applicant shall mail a copy of the notice by 
certified mail to every bank located within three miles of the proposed location of 
the detached facility, measured in the manner as provided above. 

Subd. 2. Approval order. If no objection is received by the commissioner 
within 21 days after the publication and mailing of the notices, the commissioner 
shall issue an order approving the application without a hearing if it is found that 
(a) the applicant bank meets current industry standards of capital adequacy, 
management quality, and asset condition, (b) the establishment of the proposed 
detached facility will improve the quality or increase the availability of banking 
services in the community to be served, and (c) the establishment of the proposed 
detached facility will not have an undue adverse effect upon the solvency of 
existing financial institutions in the community to be served. Otherwise, the 
commissioner shall deny the application. Any proceedings for judicial review of 
an order of. the commissioner issued under this subdivision without a contested 
case hearing shall be conducted pursuant to the provisions of the administrative 
procedure act relating to judicial review of agency decisions, sections 15.0424 to 
15.0426, and the scope of judicial review in such proceedings shall be as provided 
therein. Nothing herein shall be construed as requiring the commissioner to 
conduct a contested case hearing if no written objection is timely received by the 
commissioner from a bank within three miles of the proposed location of the 
detached facility. 

Subd. 3. Objections; hearing. If any bank within three miles of the pro­
posed location of the detached facility objects in writing within 21 days, the 
commissioner shall fix a time, within 60 days after filing of the objection, for a 
hearing, and the record of the hearing shall be considered by the commissioner in 
deciding whether or not the application shall be granted. A notice of the hearing 
shall be published in the form prescribed by the commissioner in a newspaper as 
described in subdivision 1, at the expense of the applicant, not less than 30 days 
prior to the date of the hearing. At the hearing the commissioner shall consider 
the application and hear the applicant and any witnesses who may appear in favor 
of or against the granting of the application. The hearing shall be conducted by 
the commissioner in accordance with the provisions of the administrative proce­
dures act, sections 15.0411 to 15.052, governing contested cases, including the 
provisions of the act relating to judicial review of agency decisions. 

Subd. 4. Decision after hearing. If upon the hearing, it appears to the 
commissioner that the requirements for approval contained in subdivision 2 have 
been met, the commissioner shall, not later than 90 days after the hearing, issue an 
order approving the application. If the commissioner shall decide that the 
application should not be granted, he shall issue an order to that effect and 
forthwith give notice by certified mail to the applicant. 
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Subd. 5. Expiration and extension of order. If a facility is not activated 
within 18 months from the date of the order, the approval order shall automatical­
ly expire. Upon request of the applicant prior to the automatic expiration date of 
the order, the commissioner may grant reasonable extensions of time to the 
applicant to activate the facility as the commissioner deems necessary, but the 
extensions of time shall not exceed a total of an additional 12 months. If the 
commissioner's order is the subject of an appeal to the district court, the time 
period referred to in this section for activation of the facility and any extensions 
shall begin when all appeals or rights of appeal from the commissioner's order 
have concluded or expired. 

History: 1981 c 220 s 8 
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