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INTR'JDUC.ED ,-~""a "~£;~~ 
A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT CONSUMER LOAN 

LICE~SECS TO ~AKE OPEN-END LOANS AND TO REGULATE OPEH-ENO 

LJANS; AMENDING SECTIONS 32-5-102 ANO 32-5-301 THROUGH 

32-5-305• MCAo" 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Section 1. Section 32-5-102• "CA, Is a.ended to read: 

•32-5-102. Definitions. Unless the context requires 

otherwise. in this chapter the following definitions apply: 

Ill "Person• •eans individual St partnerships• 

associations, corporations. and all legal entities in thP. 

loaning business. 

{2) •License• •eans one or both of the licenses 

provided for by this chapter• 

(3) •Licensee• •eans the person holding a license. 

(4} "Department• •eans the depart•ent of business 

regulation provided for in Title 2• chapter 15: part 18. 

(~) "Consumer type loan business• .eans the business 

of making loans of S7o500 or lesso generally repayable in 

substantially equal install.ants. 

1~oen-end lpan• aeans a loan made~_jjcensee as 

provided for by this chapter pursuant _tg_ a cgotract 
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LLl •Bj!Jjng cxc!e• •eans tbg tjsg inurval bectweeo 

gerjodic bjJJing datas.• 

NEW SECTIOM. Section 2. Nature of an open-end loan 

contract. An open-end loan contract is a contract between a 

licensee and borrower whereby: 

(1) tb~ licensee .ay per•it the borrower to obtain 

advances of .oney fro• the licensee fro• time to tise or the 

licensee •ay advance •oney on behalf of the borrower fro• 

ti~ to tiee as directed by the borrower; 

(2} the a.ount of each advance and per•itted charges 

and costs are debited to the borrower•s account and pay .. nts 

and other credits are credited to the sa.e account; 

(3) the charges are co~uted on the unpaid principal 

balance or balances of the account fros ti•e to ti•e; 

(4) the borrower has the privilege of paying the 

account in full at any tiae oro if the account is not in 

defaul to In monthly installaents of fixed or deter•inable 

~mounts as provided in the agree•ent; and 

(S) the contract expressly states that it covers 

op~n-~nd lo~ns pursuant to [sections 2 through ?]. 

NEW SECTlONe Section 3. Billing cycle when 

considered •onthly. A billing cycle shall be considered 

monthly when the closinq date of the cycle is the same date 

~ach •ontb or does not vary by more than 4 days fro• such 

-2- If 1 {;;' ft "J I 
-'] v i-' - ...... 

I N T R 0 D U C E D B I l l 



1 

2 

3 

<\ 

~ 

6 

1 

8 

9 

10 

11 

12 

13 

~~ 

15 

16 

11 

18 

19 

zo 

21 

Zl 

23 

z~ 

zs 

LC 1391{01 

date. 

HfM SECTION. Section ~. Open-end loan~ charges. 

(11 A licen~ee •ay make open-end loans and •ay contr~ct for 

and receive thereon charges not exceeding the equivalent of 

the greater of either of the following: 

(a) Ze9l7t a .onth on that part of the unpaid balances 

of the principal a.aunt of the open-end loan not exceeding 

1300; 1•85<\1 a .,nth on that part of the unpaid balances of 

the principal a.aunt of the open-end loan exceeding 1300 bUt 

not exceedln9 1500; 1·58lt a .anth on that part of the 

unp.:~id balanc- of the pr lncipal a110unt of the open-end loan 

exceeding 1500 but not exceeding lloOOO; and 1.+67t a .anth 

of the open-end loan in excess of lloOOO but not exceeding 

17o500; or 

(b) 1.~1 a 110nth on the total unpaid balances of the 

principal a~nt of the open-Pnd loan. 

(2) A licensee .ay not co•pound charges by adding any 

unpaid charges authorized by this section to the unpaid 

principal balance of the borrower•s account; provided• 

however. the unpaid principal balance •ay include the 

additional charges authorized by [section 6). 

(3) Charges authorized by this section shall be 

considered not to exceed the aaxi.us charges per•ittPd by 

this section if such charges are co•puted in each billing 

cycle by either of the following •ethods: 
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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 unpaid principal balance of th~ 

~ 

account, in which case each daily rate is determined by 

.ultiplying the authorized eonthly rate by 12 and dividing 

by 365; or 

(b) by ~ultiplyinq each graduated monthly rate by the 

applicable portion of the average daily unpaid principal 

balance of the account in the billing cycle. in which case 

the average daily unpaid principal balance is the sum of the 

a-aunt unpaid each day during the cycle divided by the 

nu~er of days in the cycle. 

{<\) For either of the above methods of computation. 

the billing cycle shall be monthly and the unpaid principal 

balance on any day is deter•lned by adding to any balance 

unpaid as of the beqinninq of that day all advances and 

other per•lssible a.aunts charged to the borrower anc1 

deducting all pay.ants and other credits made or recei~~d 

that day. 

NEW SEtiiQN. Section s. Open-end 1 oans tr~inimum 

pay.ants. (1) The borrower aay at any time pay all or any 

part of the unpaid balance of an open-end loan in his 

accounto or if the account is not in default. the borrower 

aay pay the unpaid principal balance of an open-end loan in 

aonthly i nstall.entso subject to minimu111 payment 

-It-
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rc4uire1ncnts as ~et forth below. 

(l) !'1inillltHl monthly payiMnts shall be in such aeount 

as would reSL11t in the full repayment of the initial loan 

advance, exclusive of any charges, within the •axi.u• ter• 

set forth for other loans of the same a•ount in 32-S-302. 

T;,;s minimum payment shall continue at that a111ount until 

such ti~e as nn additional advnnce to the ~orrower is madet 

at which time the •inimu• monthly payment shall 

redeter~ined and shall be In such a.ount as would result 

be 

In 

the full repayment of the unpaid principal balance of the 

loan. including the advance, within the aaxl.u• ter•s set 

forth for other loans of the sa•e a•ount. Mini•u• pay•ents 

after such subsequent advance shall be deter•lned In the 

same mnnner. No 111ini111U111 pay.ent 111ay exceed the a1110unt 

r~quired to pay the balance in full• includin9 unpaid 

charges to date. 

NEW SECTION& Section 6. Open-end loans -- additional 

char~es. In addition to the charges per111itted under (section 

4], a licensee may contract for and receive the fees, costs, 

and expenses per01itted by 32-5-301(7)9 subject • to all the 

conrlitions and restrictions set forth In 32-S-301(8) with 

the following Yariations: 

{l) If credit life or disability insurance is provided 

cmd if the insured dies or beco'l>t!s disabled when th·~re is an 

outstanding open-end loan indebtedness, the insurance shall 
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be sufficient to pay the total balance of the loan due on 

tlle date of the borrower•s death in the case of credit life 

insurance or all 111inl•u~ payments that become due on the 

loan during the covered period of disability in the case of 

credit disability insurance. The additional charge for 

credit life insurance or credit disability insurancP shall 

be calculated in each billinq cycle by applying the current 

MOnthly pre•iua rate for such insurance, as such rate •ay be 

·deter•ined by the depart-ant, to the unpaid balances in the 

borrower•s account, using either of the •ethods specified in 

(section ~] for the calculation of loan charges. 

(Z) No credit life or disability insurance written in 

connection with dr. open-end loan •ay be canceled by the 

lender because of delinquency of the borrower in the •aklng 

of the required 111ini.u111 pay~~~ents on the loan unless one or 

more of such payaents is past due for a period of 90 days or 

aore. The lender shall adVance to the insurer the a-aunts 

required to keer the insurance In force during such period, 

which a1110unts aay be debited to the borrower•s account. 

(3} The a1110unt. ter•s• and conditions of any Insurance 

aQainst loss or da111aqe to property •ust be reasonable in 

relation to the character and Yalue of the property Insured. 

~EW SECTION. Section 1. Open-end loans -- security 

interests permitted. (1) In order to secure an open-end 

loan, a licensee aay take a security interest in real 

-6- 1-1 B Y"l.) r.J c::... 
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property at the ti~ an advance Is ~ade. At such tiee as 

there is no outstanding balance in the account• the licensee 

shall ~lthln 10 days deliver to the borrower a rel~ase of 

the •ortgage or a request for reconveyance of the deed of 

trust on any real property taken as security fer a loan 

unless the borrower has request~d the licensee, in writing, 

to retain the security Interest to secure future advances. 

(2) • licensee aay take a security interest in 

personal property to secure an open-end loan. Any such 

security Interest eay be retained until the open-end account 

is tereinated. Whenever there is no outstanding balance in 

the ac:count and no co-lt.llent by the licensee to 111ake 

advances, the licensee shall within 1~ days release any such 

security interest unless the borro.er has requested the 

licensee In writing to retain the security interest to 

secure future adv~nces. 

NEW SECTIQN. Section a. Open-end loan contracts 

periodic state•ents. (1) A copy of the open-end loan 

agreeeent shall be delivered by the licensee to the borrower 

at the tiae th~ open-end account is opened. Such agreeeent 

shall contain the naee and address of the licensee and the 

principal borrower and shall cont~in such specific 

disclosures as eay be required by regulation Z prorulgated 

by the board of governors of the federal reserve syste• 

under the federal Consu•er Credit Protection Act, as such 
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regulation eay be a•ended free ti•e to tlse. 

12) Except for an account which the licensee considers 

to h~ uncollectible or with respect to which collection 

• procedures hav~ been instituted, at the end of each billing 

cycle in which there is an outstanding balance in the 

account or with respect to which a finance charqe is 

i•posed• the licensee shall deliver to the borrower ~ 

periodic state•ent as requi1ed by regulation Z pronulg~ted 

by the board of governors of the federal reserve syste~ 

under the federal Consueer Credit Protection Act. as such 

regulation aay be aeended free tise to time. 

NEW SECTIQH. Section 9. Open-end loans -- exemptions. 

The rate provisions in subsections (1) through 14) of 

32-5-301 do not apply to open-end loans. but a licensee may 

obtain a suppleeentary license under 32-5-30112) and m3ke 

open-end loans in excess of S1,000. Subsections (5) and {6) 

of 32-5-301• 32-5-303• and 32-5-30~ do not apply to open-~nd 

lo.lns. The disclosure require•ents in 32-5-305, except t.te 

prohibition on blank spaces in 32-5-30513), do not apply to 

open-end loans. 

Section 10. Section 32-5-301• MeA. is amended to read: 

•32-5-301. Charges, refunds. penalties. filin~ fees. 

( 1) EYet'y Except as proy.j ded j n [sections 4, fu and 9h 

~Y licensee hereunder may contract for and receivP on any 

loan of money not exceeding Sl 9 000 in principal amount: 

-6-
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[a) charges •t rates not in excess of SZO p~r y@ar per 

SlOO on that part of the principal aDOunt of the loan not 

exceeding S300; 

I b) 

principal 

S16 per 

amount 

~xceeding $500; and 

year per S100 on t~at 

of the loan exceeding 

part 

SJOO 

of 

but 

the 

not 

(c) Sl2 per year per SlOO on that part of the 

principal a.ount of the loan In excess of S500 but not 

exceeding st.ooo. 

(2) The holder of a supple.entary license may contract 

for and receive charges at rates authorized for licensees In 

subsection (1) for the first SloOOO of the principal a.aunt 

of any loan and aay contract for and receive charges at 

rat2s not in excess of S10 per year per SlOO on that part of 

the principal a•ount of any loan exceeding SloOOO but not 

exceeding Slo500. 

(3) Charges in (1) and (Z) shall be co~puted at the 

applicable rates on the full, original principal a•ount of 

te,e loan from the date of the loan to the due date of the 

final scheduled installeent irrespective of t~e fact that 

the loan is payable in installeents. Said charges shall be 

added to the principal of the loan and shall not be 

discounted or deducted therefro• or paid or received at the 

ti~e the loan is made. For the purpose of computinq charges 

for a fraction of a •ontho a day shall be considered 
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one-thirtieth of a .onth. 

(4) On loans of S90 or less a licensee •ay cha~ge. in 

lieu of charges specified in {1t of this section, not in 

excess of Sl for each 15 of ~ash or credit advan~ed to the 

borrower up to the a.ount of S90. A period of at least IS 

days aust he allowed for the repay•ent of each S5 cash or 

~redit advanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over S90 or on any balance 

of S90 or less when the original loan was greater than S90. 

(S) Wheft ~egt as groylded In (section 9J• vben any 

loan contract. new loan, renewal, or otherwise, Is paid in 

full by cash 1 •onth or •ore before the final install .. nt 

dateo the licensee shall refund or credit the borrower with 

that portion of the total charges which shall be due the 

borrower as deter•ined by schedules prepared under the rule 

of lftths or su• of the digits principle as follows: the 

a•ount of the refund or credit shall be as great a 

prooortion of the total charges originally contracted for as 

the su• of the consecutive .anthly balances of the contract 

sch~duled to follow the date of p~epay.ent bears to the su~ 

of all the consecutive •onthly balances of the contract• 

both sums to be deter•ined according to the payment schedule 

originally contracted for. 

(b) If f~ert as grpy!ded _in_ (sectjpo iJ1__lf the 

contrdct so provides, the ~dditional charge for any amount 

-10- t-1 B ;] -; ~ 
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past due according to the original ter.s of the contract, 

whether by reason of default or extension .H;reeliK!nt• .. ay hi" 

S~ of the asount past due. and said aaount aay be ch~r~~d 

once ~nd no •ore. 

(7) The licensee •ay collect froM the borrower the 

actual fees paid a public official or agency of the state 

for filing, recording, or releasinq any instrueent securing 

the loan. 

(8) No further or other charges shall be directly or 

in~irectly contracted for or received by any licensee except 

those specifically authorized by this chapter. No licensee 

shall divide Into separate parts any contract •ade for the 

purpose of or with the effect of obtaining charges in excess 

of those authorized by this chapter. All balances due to a 

licensee fro• any person as a borrower or as an endorser, 

guarantor. or surety for ary borrower or otherwise or due 

fro• any husband or wife, jointly or sevPrally, ~hall he 

considered a part of any loan being sade by a licensee to 

such person for the purpose of coMputing interest or 

charges. If any amount in excess of the ch~rges perMitted by 

this chapter Is charged, contracted for, or received, except 

as the result of an accidental and bona fide error of 

co•putatlon, the contract of loan shall be void and the 

licensee shall have no right to collect or receive any 

principal, charges, or reco~pense whatsoever.• 
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Section 11. Section 32-5-30Z, MCA, Is a~nded to read: 

•32-5-302. lnstall.ent pay.ent --contract period. (l) 

He except as proy!ded In [sectjoo 5)• no licensee may enter 

• 
into any contract of loan: 

(~) of S300 or less, exclusive of charges. undl"r ~hich 

the borrower agrees to •ak~ any scheduled repayment of 

principal eore than 21 calendar months from the date of 

•akinq such contract; 

(b) for more than SJOC to 3nd inclu1inq SloOOO, 

eKclusive of charges, under which the borrower agrees to 

.ake any scheduled repayment of principal more tha~ ?~ 

calendar eonths fro• the date of making; 

(c) for •ore than SloOOO to and including s2,ooo, 

exclusive of charges, under which the borro~er agrees to 

aake any scheduled repay.ant of principal more than 37 

calendar ~onths fro• the date of making; or 

(d) for ~ore than S2,000 to and including S2,5C~ 

exclusive of charges• under which the borro~er agrePs to 

.ake any scheduled repay•ent of principal more than 37 

calendar MOnths from the date of making. 

{2) Every loan contract shall require payment of 

principal and charges in installments ~hich shall b~ payable 

at approximately equal periodic intervals, except that 

payment dates ~ay be omitted to accommodate borrowers with 

seasonal incomes. No installment contrdcted for be 

-12-
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>ubstant i ally l.:H·>er than any p~ecedinq install•ent. ~hen a 

loan cont~act provides for monthly in5tall.ents• the first 

installment may be payable at any tiee within 45 days of the 

d-,te of the loan and the char<Jes for the nu11ber of days in 

,,xc~ss of 30 from the date of JDakinq 11ay be added to the 

s~hedul~d amount of the install.ents.• 

Section 12. Section 32-5-303• ~CA• i$ aeended to read: 

"32-5-303. Borrower to receive copy of contract or 

statement of contents. M Except. as provided lo [section !l..J.t. 

$.!1. the ti111e the loan is !Rader there will be delivered to the 

borrower, or if there be two or aore borrowers to one of 

them, a copy of the loan contract or a written stateaent in 

the English language showing in clear and distinct terms: 

(1) the naMe and address of the lender and of one of 

th~· oorrowers or a 111aker of the 1 oan; 

!2) the date of the loan contract; 

{31 the schedule of install..,nts or description 

thereof; 

(41 the 

char 'jCS; 

principal amount of the loan excludin~ 

• 
(5) the rate or a~ount of charges as the contract uay 

p~ovide; 

(6) the amount collected or paid out for each kind of 

insu~ance, if dny; 

(l) the amount collected or paid out for filin~ and 

-13-
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other fees as allowed in 32-5-301(7J; 

(B) the collateral or security for the loan including 

all other accoc•odation or other joint aakers (co•akers); 

(9) that the borrower aay prepay the loan in whole or 

in part at any ti•e durin~ a licensee•$ regular business 

hours and. in case the charges have been added to the 

principal of the loan. that such charges are subject to the 

refund require•ents of 32-5-301(51 if such loan is prepaid 

In full.• 

Section 13. Section 32-5-30'tt MCAt Is a.anded to read: 

•32-5-30't. Receipts -- return of note. E9e~ Except. as 

provided in [sect!oo 9Ja eygrx licensee shall: 

(1) give to the borrower a plain and coaplete receipt 

in a for• approved by the departaent for every payaent made 

on account of any loan at the ti•e such payment is •ade; 

(2) endorse indelibly on a loan ledger or cardo which 

shall be kept by the licensee, the aaount and date of each 

payment made by the borrower of the loan; 

(31 upon repay~nt of the loan in fullr ~ark indelibly 

every obliqation and security s.igned by the borrower with 

the word •paid• or •canceled• and release any Mortgage. 

restore any pledge. and cancel and return to t:'~ bOrrower 

any note and any assiqnment given to the licensee within 10 

days after such ~epay~ent. Such Cdnceled notes and canceled 

assiqnaents shall bP mailed to the borrower at his last 

-14- 1-{B 8 12 



LC 1391/01 

1 known address unless returned to the borrower in person.• 

2 Section 14• Section 32-5-305, MCAo is a.ended to read: 

3 •32-5-305. Confessions of judg~ent incoeplete 
• 

4 instru~nts forbi~den. He Ez,ept as proyided jn [sectjon 9] 1 

5 OQ licensee shall: 

.. (lt take anr confession of judgaent or any power of 

7 attorney running to hiaself or to any third person to 

8 confess judgaent or to appear for the borrower in a judicial 

9 proc:eedi ng; 

10 (21 take any note or proaise to pay that does not 

11 disclose the aaount of the loan• a schedule of payments or a 

12 description thereof• and the agreed charges and in which 

13 blanks are left to be filled in after eKecution. However, 

14 such details need not appear on a certificate of title to u 

15 aotor vehicle, a policy or certificate of insurance. a 

lf> chattel aortgage or deed of trust covering future advanc~s 

17 according to the law of the district or state where the 

18 property Is located, or custoaary powers in connection t:h 

19 bonds or stocks which aay be pledqed as collateral; or 

20 (3) take any instrUMent in which blanks are left to be 

21 filled in after the loan Is made.• 

-End-
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