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1 . in [ . 21

2 INTRODUCED BY 2 L11__*=Billing. cycle™ means the tise  interwal betweeo
3 3 periogic hilling datese™

4 A BILL FOR AN ACT ENTITLED: *AN ACT TO PERMIT CONSUMER LOAN 4 NEM SECTIONs Section 2. Nature of an open-end loan
5 LICENSEDS TO MAKE OPEN-END LOANS AND TGO REGULATE OPEN-END 5 contracte. AN open—end loan contract is a contract between a
[ LOANST AMENDING SECTIONS 32-5-102 AND 32-5-301 THROUGH & licensee and borrower whereby:

T 32-5-305y MCAe™ 1 (1} the licensee w®way permit the borrower to obtain
8 ] advances of money from the licensee from time to time or the
9 SE IT ENACTEUD BY THE LEGISLATURE OF THE STATE OF MONTANA: 9 *licensee may advance monay on behalf of the borrower from
10 Section le Section 32-5-102s MCA, is amended to read: 10 time to time as directed by the borrower;
il "32-5-102« Definitionse Unless the context requires 11 (2} the amount of each advance and permitted charges
12 otherwises in this chapter the following definitions apply: 12 and costs are debited to the borrower®s account and payments
13 {1y *“Person® means individualse partnershipse 13 and othar credits are credited to the same account;

14 associationsy corporationss and all legal entlities in the 14 7 {3) the charges are computed on the unpaid principal
15 loaning businesse 15 balance or balances of the account from time to time;

16 {2} “"License™ m=means one or both of the Yicenses 16 (4) the borrower has the privilege of paying the
17 provided for by this chapters 17 account in full at any time ore if the account is not in
13 - £3) "Licensee"™ neans4the parson holding a licenses | %4 defaults in monthly installaeents of fixed or determinable
19 (4} ™“Department® means the department of business 19 amounts as provided in the agreement; and

20 regulation provided for in Title 2+ chapter 15+ part 18. 20 (5) the contract expressly states that it covers
21 {5) "Consumer type 1loan business™ means the business 21 open-end loans pursuant to {sections 2 through 9].

22 of making loans of $7+500 or lesss generally repayable in 22 BEW _SECTIQN. Section 3. Billing cycle - when
23 substantially equal installments. 23 considered monthly. A billing cycle shall be considered
24 L&) _*"Quen-—end 10an® geans g loan mpade by a_licepnsee as 24 nonthly when the closing date of the cycle is the same date
25 provided for by this chapter pursyant to a _contract 25 cach month or does not vary by more than & days from such
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datee

MEW _SECTION,. Section &4« Open-end loans =-- chargeses
(1) A licensee may make open-end loans and may contract for
and recelive thereon charges not exceeding the equivalent of
the greater of either of the following:

{3) 2917 a month on that part of the unpaid balances
of the principal amount of the open-end Jocan not exceeding
$300; 1.854% a month on that part of the unpaid balances of
the principal amount of the open—-end loan exceeding $300 but
not exceeding $500; 1.563X a wmonth on that part of the
unpaid balances of the principal amount of the open—end loan
exceeding $500 but not exceeding $1+:000; and 1.467% 3 month
of the open-end loan in excess of $1:000 but not exceeding
$T+500; or

(b} 1.5% a wmonth on the total unpaid balances of the
principat amount of the open-end Yoane

{2} A licensee may not compound charges by adding any
unpaid charges authorized by this section to the unpaid
principal balance of the borrower's account; provideds
howevers the unpaid principal balance may include the
additional charges authorized by [section 6]e

{3) Charges authorized by this section shaill be
considered not to exceed the maximum charges permitted by
this section if such charges are computed in each billing

cycle by either of the following methods:
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{a) by converting each graduated monthly rate to a
daily rate and multiplying such daily rate by the applicable
portion of the daily wunpaid principal balance of the
accou;;c in which case each daily rate is determined by
aultiplying the authorized monthly rate by 12 and dividing
by 3655 or

{b} by wmultiplying each graduated monthly rate by the
applicabte portion of the awerage daily unpaid principal
balance of the account in the billing cycles in which case
the average daily unpaid principal balance is the sum of the
amount unpaid each day during the cycle divided by the
number of days in the cycle.

(4} For either of the above methods of computations
the billing cycle shall be monthly and the unpaid principal
balance on any day is determined by adding to any balance
unpaid as of the beqinning of that day all advances and
other peaermissible amounts charged to the boerrower and
deducting all payments and other credits made or received
that daye.

NEMW SECTIDONe Section Se Open-end loans -- mwinimum
paymentse (1) The borrower may at any time pay all or any
part of the unpaid balance of an open—end 1oan in his
accounts or if the account is not in default, the borrower
may poay the unpaid principal balance of an open—-end loan in

aonthly instalimentse sub ject to minimum payment

-G



r

10
11
12
13
14
15
i6
17
13

19

21
22
23
24

25

LC 1391701

roguirements as set forth befou.

(2) Minimuns monthly payments shal) be in such amount
as would result in the full repayment of the initial 1oan
advances exclusive of any chargesy within the maxisum term
set forth for other loans of the same amount in 32-5-302.
This minimum payment shall continue at that amount unti)
such time as an additional advance to the Yorrower is mades
at which time the wminimum monthly payment shall be
redeternined and shall be in such amount 3s would result in
the full repayment of the unpaid principal balance of the
Toans including the advances within the wmaximum terms set
forth for other loans of the same amount. Minimum paywents
after such subseguent advance shall be determined in the
same manner. No mwinimua payment may exceed the awmount
required to pay the balance in fulles including unpaid
charqges to datee

MEW SECTIONs Section 6e« Open-end loans —— additional
charcese In addition to the charges permitted undar [section
41y a2 licensee may contract for and receive the feess Costsye
and expenses permitted by 32-5-301(T)+ subject‘ to all the
conditions and restrictions set forth in 32-5-301{B) with
the following variations:

(1) If credit 1ife or disability insurance is provided
and if the insured dies or becomes disabled when thare is an

outstanding open~end loan indebtednesss the insurance shall
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be sufficient to pay the total balance of the loan due on
the date of the borrower*s death in the case of credit 1life
insurance or all minimum payments that become due on the
toan during the covered period of disability in the case of
credit disability insurancee The additional charge for
credit 1ife insurance or credit disability insurance shall
be calculated in cach billing cycle by applying the current

monthly premium rate for such insurances as such rate may be

-determined by the departments to the unpaid balances in the

baorrower®s accounts using either of the methods specified in
{section 4] for the calculation of loan charges.

{2) No credit life or disability insurance written in
connection with an open-end Yoan wmay be canceled by the
lender because of delinquency of the borrower in the making
of the required minimus payments on the Yoan unltess one or
more of such payments is past due for a periocd of 90 days or
mores The lender shall advance to the insurer the amounts
required to keep the insurance in force during such periode
which amounts may be debited to the borrowerts accounte.

(3} The amount, termss and conditions of any insurance
against loss or damage to property must be reasonable in
relation to the character and value of the property insured.

NEW SECTION. Section T« Open-end 1loans -- security
interests permittede {1} In order to secure an open-end

loans a licensee may take a security interest in real
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property at the tise an advance is made. At such time as
there is no outstanding batance in the accounts the licensee
shall within 10 days deliver to the borrower a release of
the mortgage or a request for reconveyance of the deed of
trust on any recal property taken as security fer a loan
unless the borrower has requested the licensees in writings
to retain the security interest to secure future advancese.

2) & licensee w@may take a security interest in
personal! property to secure an open—end loane Any such
security interest may be retained until the open-end account
is terminatede Whenever there is no outstanding balance in
the account and no commitment Dby the licensee to make
advancess the licensee shall within 19 days release any such
security interest unless the borrower has requested the
licensee in writing to retain the security interest to
secure future advancese

NEM. _SECIIQNe Section 8. Open-end loan contracts «-
periodic statementse (1) A copy of the open-end loan
agreement shall be delivered by the licensee to the borrower
at the time the open—end account is opened. Such agreement
shall contain the namse and address of the licensee and the
principal borrower and shall contain such specific
disclosures as may be required by regulation Z prowmulgated
by the board of governors of the federal reserve system

under the federal Consumer Credit Protection Acty 35 such
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regulation may be amended from time to time.

t2) Except for an account which the licensee considers
to be uncollectible or with respect to which collection
proce;ures have been institutedy at the end of each billing
cycle in which there is an outstanding batance in the
account or with respect to which a finance charge is
imposedy the licensee shall deliver to the borrower 2
periodic statement as required by regulation Z promulgated
by the board of governors of the federal reserve system
under the federal Consumer Credit Protection Acte as such
regulation may be amended from time to time.

NEW SECTION. Section 9« DOpen-end loans -- exemptionse.
The rate provisions in subsections (1) through {4} of
32-5-301 do not apply tc open—end loanss but a licensee may
obtain a supplementary license under 32-5-301(2) and make
open-end loans in excess of $1,000« Subsections (5} and {6)
of 32-5-301s 32-5-303s and 32-5-304 do not apply to open-=nd
loanse The disclosure requirements in 32-5-305+ except i.ie
prohibition on blank spaces in 32-5~305(3)y do not apply to
open-end loans.

Section 10. Section 32-5-301s MCA, is amended to read:

*32-5-301l. Chargess refundss penaltiess filing fees.
{1) €very Except as provided in [sections 43 fs_ _and 3]s
every licensee hereunder may contract for and receive on any

loan of money not exceeding 314000 in principal amount:
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{a} charges 2t rates nét in excess of 320 per year per
$160 on that part of the principal amount of the loan not
exceeding $300;

{b} $16 per vyear per $100 on that part of the
principal amount of the loan exceading $300 but not
exceeding 350035 and

(c} $12 per vyear per $100 on that part of the
principal amount of the 1loan in axcess of $500 but not
exceeding $1+000.

{2} TYhe holder of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1} for the first $1+000 of the principal amount
of any Yoan and wmay contract for and receive charges at
rates not in excess of $10 per year per $100 on that part of
the principal amount of any loan exceeding $1,000 but not
exceeding $T+500.

{3) Charges in (1) and (Z) shall be computed 3t the
applicable rates on the fully original principal amount of
the loan from the date of the loan to the due date of the
final scheduled installment irrespective of the fact that
the 1loan is payable in installmentse Said charges shall be
added to the principal! of the loan and shall not be
discounted or deducted therefrom or paid or received at the
tine the loan is madee« For the purpose of computing charges

for a fraction of a monthy a day shall be considered
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one—thirtieth of a month,.

(4) On loans of $90 or less 3 licensee may charges in
lieuv of charges specified in (1) of this sections not in
excess of $1 for each $5 of cash or credit advanced to the
borrower up to the amount of $90. A period of at least 15
days wmust bhe allowed for the repayment of each 35 cash or
credit advanceds Such chargyes cannot be assessed by any
subterfuge or device on any loan over $90 or on any balance
of 390 or less when the original loan was greater than $90.

(S5) wWhen [Except as orovided in [section 3]s when any
Toan contracty new loans renewale or otherwiser is paid in
fFulil by cash 1 month or more before the final instaliment
dates the licensee shalld refund or credit the borrower with
that portion of the total charges which shall be due the
borrower as determined by schedules prepared under the rule
of TAths or sum of the digits principle as follows: the
amount of the refund or credit shall be as great a
proportion of the total charges originally contracted for as
the sum of the consecutive monthly balances of the contract
scheduled to follow the date of prepaywment bears to the sum
of a1l the consecutive wonthly balances of the contracte
both sums to be determined according to the payment schedule
originally contracted fore

(6) ¥ £xcept _as  provided _jo [sectjon 93 _jif the

contract so providess the additional charge for any amount
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past due according to the original terms of the contracte
whether by reason of default or extension agreements may be
5% of the amount past duey and said amount may be charyed
once and no more.

(7} The 1licensee may collect from the borrower the
actual fees paid a public official or agency of the state
for filings recordings or releasing any instrument securing
the loane

(8) Mo further or other charges shall be directly or
indirectiy contracted for or received by any licensee except
those specifically authorized by this chapter. No licensee
shall divide into separate parts any contract msade for the
purpose of or with the effect of obtaining charges in excess
of those authorized by this chaptere AY) balances due to a
licensee from any person as a borrower or as an endofrsers
guarantore or surety for ary borrower or otherwise or due
from any husband or wifey jointl'y or severally, shall bhe
considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
chargese If any amount in excess of the charges permitted by
this chapter is chargeds contracted fory or receiveds except
as the vresult of an accidental and bona fide error of
computations the contract of toan shall be veid and the
licensee shall have no right to collect or receive any

principals chargese Or recompense whatsoevere®
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Section lle Section 32-5-302, MCAy is amended to read:

#32-5-302. Installment payment —-- contract periode {1}
Ne Zxcapt as orovided jn [section 5)s no licensee way enter
into ;;y contract of loan:

{3} of $300 or lessy exclusive of chargess under which
the borrower agrees to make any scheduled repayment of
principal more than 21 calendar wonths from the date of
making such contract;

(b} for wmore than 3$30C to 2and including $1¢000s
exclusive of chargess under which the borrower agrees to
make any scheduled repayment of principal more than 25
calendar months from the date of makings

{c) for more than $1+000 to and including $2,000¢
exclusive of chargess under which the borrower agrees to
make any scheduled repayment of principal wmore than 37
catendar months from the date of making; or

(d) for more than $29000 to and including $2¢50°
exclusive of chargess under which the borrower agreers to
make any scheduled repayment of principal mora than 37
calendar sonths from the date of makinge

{2} Every 1loan contract shall require payment of
principal and charges in installments which shall be payable
at approximately equa1> periodic intervalss except that
paymznt dates may be owmitted to accommodate borrowers with

segsonal incotiess No installment contracted for 1., be

-12-
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substantially laraer than ang preceding installment. Yhen 3
loan contract provides for monthly instalimentss the first
instaliment may be payable at any time within 45 days of the
dite of the loan and the charqges for the numher of days in
excnss of 30 from the date of making may be added to the
schedulad amount of the instaliments.™

Section 12. Section 32-5-303+ MCAs i5 amended to read:

»32-5-303, Borrower to receive copy of contract or
statement of contentse A¢ Except as provided ip [section 2]s
at the time the loan is madey there will be delivered to the
borroweres or if there be two or more borrowers to one of
thems a copy of the loan contract ofr 3 written statement in
the English lanquage showing in clear and distinct terms:

{l) the name and address of the lender and of one of
the porrowers or a maker of the loan;

{2}y the date of the loan contract;

{3) the schedule of installments or description
thereof;

(4) the principal amount of the loan excluding
char jes; .

(5} the rate or amount of charges as the contract wmay
provide;

(6 the amount collected or paid out for each kind of
insurancesy if any;

{7} the amount collected or paid out for filing anag
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other fees as alltowed in 32-5-301(7};

{8) the «collateral or security for the loan including
211 other accommodation or other joint makars {comakers);

{?) that the borrower aay prepay the loan in whole or
in part at any time during a licensee®s regular business
hours ands in case the charges have been added to the
principal of the loans that such charges are subject to the
refund requiresents of 32-5-301(5S) if such Yoan is prepaid
in full."”

Section 13. gection 32-5-304y MCAy is amended to read:

*32-5-304. Receipts —- return of notes Every E£xcept as
provided in [section %) eyery licensee shall:

(1) give to the borrower a plain and complete receipt
in a fore approved by the department for every paysent made
on account of any loan at the time such payment is wmade;

{2} endorse indelibly on a loan tedger or cardes which
shall be kept by the licensees the amount and date of each
payment made by the borrower of the lean;

(3) wupon repaysent of the loan in fully mark indelibly
every obligation and security signed by the borrower with
the word ™paid™ or ™canceled" and reclease any mortgages
restore any pledges and cancel and return to ti~ borrower
any note and any assiqgnment given to the licensee within 10
days after such repaymente Such canceled notes and canceled

assignments shall be mailed to the borrower at his last

w HB § 12
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known address untess roeturned to the borrowar in persone™
Section l4a Section 32-5-305, MCAs is amended to read:
*32-5-305. Confessions of judgment - incomplete

»

instruments forbidden. Ne Except as provided in [section 9]»

ng licensee shall:

(1} take any confession of judgment or any power of
attorney running to himself or to any third psrson to
confess judgment or to appear for the borrower in a judicial
proceeding;

{2) take any note or promise to pay that does not
disclose the amount of the loans a schedule of payments or 2
description thereofs and the agreed charges and in which
blanks are tleft to be filled in after execution. Howevery
such details need not appear on a3 certificate of title to a
motor vehicles a policy or certificate of insurances a
chattel mortgage or deed of trust covering future advances
according to the law of the district or state where the
property is locateds or customary powers in connection . th
bonds or stocks which may be pledged as collateral; or

{3) take any instrument in which blanks are left to be
filled in after the Yoan is made."

~End-
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