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INTRODUCED 3Y
A BILL FOR AN ACT ENTITLED: ®AN ACT T¥0 PERMIT LICENSEES
UNDER THE MONTANA CONSUMER LOAN ACT TO MAKE LOANS NOT
EXCEEDING 3254000 AND REVISING ALLOWABLE CHARGES; AMENDING
SECTIONS 32-5-132» 32-5-103, 32-5-20Ls 32-5-306s AND

32-5-402¢ MCAL™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le« Section 32-5-102s MCAs is amended to read:
®32-5~102. Definitionss Unless the context requires
otherwises in this chapter the following definiticons apply:
(1) ®“Paerson® means individuals, partnershipse
associationss corporationss and all legal entities in the
loaning businesse

{2) %iLicense®™ means one or both of the tlcenses
provided for by this chaptere

{3} "licensee™ maans the person holding a3 licenses

{4) "Department™ means the department of business

regulation provided for in Title 2y chapter 15¢ part 18.

{5} ™Consumer type loan businass®™ means the business
of making loans of $¥¢560 $253000 or lesss generally

repayable in substantially egual installments."”

Section Z. Section 32-5-103¢ MCAy Is amended to read:
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®32-5-103. Engaging in business of making loans
restrictede (1) No person shall enqage in the business of
making Toans or advances of money on credit in amounts of
$7v508 3$25.000 or less and contract fors charges or receive
directly or indirectly on or in connection with any such
loan or advance any chargess whether for Jnterest,
compensations considerations or expenses which in the

aggregate are greater than $08-—per-ennem those pravided by

‘3]-]—1n1(]|. except as provided in and authorized by this

chapter. A person doing business under the authority of this
state or the United States relating to banks, trust
companiess savings or building and loan associationss credit
unionss or a person engaged In business as a licensed
pawnbroker or any person who shall extend credit in
connection with the sale of a commodity shall not become a
licensee under this chapter nor shall any of the provisions
of this chapter apply to any such exempted persone

{2) The provisions of subsection (1) shall apply to
any person who secks to evade its applications by any
devic~y subterfuges or pretense whatsoevers

(3} Any contract of Yoan ip the making or collection
of which any act shall have been done which violates
subsaction (1} of this section shall be voidey and the lender
shall have no right toc collects receivee or retain any

principals interesty or charges whatsoever."
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Section 3. Section 32-5-20ls MCAe is amended to read:
*32-5-201s License opplication and fees -—
supplementary licensee (1) (a) A place of business operated
undas this chapter shall properly display on the premises a
nontransferable and nonassignable license. The same person
@3y obtain additional licenses upon compliance with this
chapter as to each licenses

{b} Application for a license shall be on a2 form
prescribed and furnished by the departmente

{c} A licensee wmay move his place of business from one
place to another within a county without obtaining & new
licensas provided he obtains written permission from the
departsent.

(d) MWith each application the applicant shall submit
$50 as an investigation fee and 3125 as a license fee. The
licanse fee shall be returned to the applicant if the
application is denied.s The 1licanse year is the calendar
years and the license fee for any period less than & wmonths
is $62450. A license remains in force until surrendered,
suspendeds of revoked.

{2) Ho licensee under the provisions of this chapter
shall lend money in a total sum yreater than $1+000 to any
borrower or to any borrower and spouse aexcept under the
following circumstances:

{2) When any person holding a license provided for in

-
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subsection (1) dJdesires to wmake 1loans for any amount in
excess of $1+000 but not exceeding $¥v508 $25400Q00y the
holder of such license may apply to the department for 3
supplementary license and pay therefor an additional license
fee of $T75 per calendar year or one—half of said sum for any
period less than 6 monthse

(o} The department shall grante on applications 2
supplementary license to a holder of a license provided for
in subsection {1}«

(c} Section 32-5-204 shall be applicable as to time of
payment of supplementary license fee and penalty for failur=
to pay the same.

{d) Provisions of 32-5-301 relating to refundsy feessy
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to loans
wmade under authority of a supplementary licensees

{3) All moneys collected under the authority of this
chapter shall be paid into the state treasury by the
department.®

Section 4 Sectlion 32-5-306+ MCAsy is amended to read:

"32-5-306« Insurance. (1) No insurance of any kind
shal} be written by a licensee or employees affilistes or
associate of the licensees in connection with any loan
except as hereinafter provided.

{2} Insurance permitted under the provisions of this

=
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section shall be obtained through an insurance company
authorized to conduct such business in Montana by a duly
Ticznsed agent or agency of this statee. Premiums shall not
exceaed those fixed by law or current applicable manual
ratess Insurance written as autharized by this section may
contain a mortgagee clause or other appropriate provisions
to protect the insurabdle interest of the licensees

(3) When the principal amount of the loan exceeds $300
exclusive of the portion thereof attributable to insurance
premiums and chargess the licensee may require a borrower to
insure property offered as security against any substantial
risk of losses damages or destruction for an amount not to
exceed the recasonable value of the property insured or the
amcunt of the Yoans whichever is smalleres oand for the
customary term approximating the tera of the lcan contracte
It shall be optional with the borrower to obtain such
insurance in an amount greater than the amount of the 1loan
or for a longer terms

{#) Subject to the laws of this states credit life
insurance and credit disability insurance may be provided at
tihe expense of the borrower and may be provided by a
licensee upon the request of the borrower when the principal

amount of the loan exceeds $300y axclusive of the portion

thereof attributable to insurance premiums and chargese If
any toan shall include amounts advanced for insurance
_5_
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premiums and chargess such Joan shall not in any event
axcecd $Fv588 3252000«

{5) T¥he insurance authorized by this section may be
solds obtaineds or provided by or through a 1licenseas and
the opremium or identifiable charge for the insurance may be
incliuded in the principal amount of the 1loan; provideds
howevers that no licensee shall require a borrower to

purchase such insurance from such Ulicensee or from any

.particular agents brokers or insurance company as a

condition precedent for the obtaining of a loan. Any gain or
advantage to the licensee or any employees affiliates or
associate of the licensee from the sales provisions or
obtaining of insurance as auvthorized by this section shall
not be deemed to be additional charges or a wviolation of
this chapter.

{6) A licensee shalT not require insurance under this
section wuntil any existing insurance of the same type has
expired or has been canceled and the unearned portion of the
premiua for the canceled insurance has been rebated to the
borrowers®

Section 5. Section 32-5-402e¢ MCAs is amended to read:

"32~-5-402« Investigationse The department may at any
time investigate any transaction with borrowers and may
examine the bLookse accountse and records in this state to

discover violations of this chapter by:

SB “af
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{1} a licensee;

{2) & person who advertises fors s0lilitsy or holds
hinsel f aut as willine to makae laans in smounts  of  $3¢588
2252000 or less; or

(3) a person whoa the department has reason to believe
is violating or is about to violate this chaptere®

NEW_SECTION. Section 6 Charges on Toons in excess of
$37¢500- (k) Un any loan of aoney exceeding $T¢500 in
principal amounte a3 licensee may not make chargyes as
provided in subsactions (1} and (2} of 32-5-301 but shall
make charges in accordance with the provisions of this
sections

12y On any 1loan of wmonay exceeding $T.500 but not
exceeding 325000 in principal amounty 3 licensee wmay
contract and receive charges at a rate not In e:;ess of
1 17/2% per month on the principal amount as follows:

{a) Chargjes shall be computed on unpaid balances of
the principal seount outstanding from time to time for the
actual time outstandinge Each payment shall be applied first
to accumulated charges and the remdinder of the payment
applied to the unpaid principal balances except that if the
amount of the paysent is insufficient to pay the accumulated
chargesy unpaoid charges continue to accusulate to be paid
from the proceeds of subsequent payments and are not added

to the principal balance.
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{b) Charges made under this section may not be payable
in advance or compoundede Howevers if part or 211 of the
consideration for a new loan contract is the unpaid
principal balance of a prior 1lYoans the principal amount
payable under such new loan contract may include any unpaid
cherges which have accrueds The resulting loan contract is
a3 new and separate loan transaction for 211 purposess The
principal balance of a prior loan on which charges have been
made pursuant to subsections (1} and (2) of 32-5-301 is the
balance due after refund or credit is given to the borrower
pursuant to subsection {5) of 32-5-301.

{3) For purposaes of computing charges for a fraction
of a monthsy a day is considered one-thirtieth of a monthe

(4%} 7Yhe provisions of subsections (5) and {&) of
32-5-301 do not apply to loans made under this sectione

Section 7. Codificatione. Section & is intended +to be
codified as an integral part of Title 32y chapter 5. The
provisions in Title 32+ chapter Ss apply to section 6« an
section & applies to the provisions of Title 32s chapter 5.
A1l references in the MCA to Title 32+ chapter 5S¢ include
section be

~End-
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STATE OF MONTANA
REQUEST NO. _336-79

FISCAL NOTE

Form BD-15

“ebruary 1 9
'.“"”.{:l)_l_ _:1- e, 10 _]N , there is hereby submitted a Fiscal Note

pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

In compliance with a written request received

for _...SB421

DESCRIPTION OF PROPOSED LEGISLATION:

An act to permit licensees under the Montana Consumer Loan Act to make loans not exceeding $25,000
and revising allowable charges.

FISCAL IMPACT:
None.

BUDGET DIRECTOR B

Office of Budget and Prbgﬁm Planning
Date: .L’/ 19/ 1 )’
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INTRODUCED BY
A BILL FOR AN ACT ENTITLED: ®AN ACY TO PERMIT LICENSEES
UNDER THE MONTANA CONSUMER LOAN ACT TO MAKE LOANS WNOT
SXCEEDING $254000 AND REVISENG ALLOWABLE CHARGES; AMEMDING
SCLTIONS 32-5~132. 32-5-103 32-5-201e 32-5-308¢ AND

32-5-4§024+ MCA.™

BE 1T ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 32-5-102s MLAs is amended to read:
"32-5-102« Definitionse Unless the context requires
otherwises in this chapter the following definitions apply:
{1} “Person® naans individuals, partnershipse
associationss corporationss and all legal entities in the
loaning businesse

{2} "License™ means one or both of the 1licenses
provided for by this chaptere

£3) “"Licensee™ weans the person holding a license.

{4) “Department™ means the department of business

regulation provided for in Title 2+ chapter 15. part 18.

(5) *Consumer type 1loan business® means the business
of making loans of #¥#¢580 $23s:000 or 1lesse dgenerally

repayable in substantially equal installiments.™

S5ection 2« Section 32-5-103¢ MCAs is 3mended to read:
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®32-5-103. Engaging In business of aaking toans
restricteds (1) No person shall engage in the business of
making loans or advances of money on credit in asmounts of
$3¢588 $25.000 or less and contract fors charges or receive
directly or indirectly on or in connection with any such
Toan or advance any chargess whether for intereste
compensations considerations or expensey which in the

aggregate are greater than 10%-per-enue thase prowided by

JAl-1-10T({1)e except as provided In snd suthorized by this

chaptere A persona &oing business under the authority of this
state or the United States relating to banksy trust
companiese savings or building and Toan associationss credit
unionsy or a person engaged in business as a licensed
pawnbroher or any person who shall extend credit in
connection with the sale of a commodity shall not become a
licensee under this chapter nor shall any of the provisions
of this chapter apply to any such exempted persone

{2) The provisions of subisection (1} shall apply to
any person who seeks to evade its applications by any
devices subterfuges or pretense whatsoever.

{3) Any contract of Joan in the making or collection
of which any act shall have been done which violates
subsection {1} of this section shall be volds and the lender
shall have no right to collecty receive, or retain any

principale interests or charges whatsoever.”™

SB d4d Ry
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Section 3. Section 32-5-201, MCAe is amanded to read:

®32-5-201e Llicense application and fees -
supplementary license« (1) {a) A place of business operated
under this chapter shall properly display on the preesises a
nontransferable and nonassignable license. The same person
may obtain additional licenses upon compliance with this
chapter as to each licensee

(b} Application for a license shall be on a fore
praescribed and furnished by the department.

{c} A Vlicensae may move his place of business from one
place to another within a county without obtaining a new
licensas provided he obtains written permission from the
department.

{d} Mith each application the applicant shall submit
$50 as an investigatien fee and 3125 as 3 license fee. The
license fee shall be returned to the applicant if the
application is deniede The 1license year is the calendar
years and the license fee for any period less than &6 msonths
is 3$362.50. A license remains In force until surrendered,
suspendeds or revoked.

(2} Mo licensee under the provisions of this chapter
shall 1lend w=money in a total sum greater than $1+000 to any
borrower or to any borrower and spouse except under the
following circumstances:

{a) When any person holding a license provided for in

-3

(LB N T T

b wm -

10

12
13
14
15
16
17
18
9
20
21
22
23
2&

25

LC 1235/0L

subsection (1) desires to w=make loans for any amount in
excess of 314000 but not exceeding $¥v5898 $25:000. the
holder of such license may apply to the department for =2
supplementary license and pay therefor an additional license
fee of $75 per calendar year or one-half of said sum for any
period Tess than & months.

{t) The dsepartment shall grants on applications 2
supplementary license to a holder of a license provided for
in subsection (1l)e

fc) Section 32-5-204 shall be applicable as to time of
payment of suppliementary license fee and penalty for failure
to pay the same.

{d} Provisions of 32-5-301 relating to refundss feesy
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to l1oans
sade under authority of a2 supplementary licenses

(3) A1l moneys collected under the authority of this
chapter shall be paid into the state treasury by ne
department.®

Section 4« Section 32-5-306e¢ MCAs is amended to read:

"32-5-306« Insurancee. {1} No insurance of any kind
shall be written by a licensee or employees affilistes or
associate of the licensees imn connection with any loan
except as hereinafter provided.r

{2) Insurance permitted under the provisions of this

—ly=
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section shall be obtained through an Insurance company
authorized to conduct such business in Hontana by 3 duly
licensed agent or agency of this state. Premiums shall not
exceed those fixed by Jaw or current applicable manual
ratess Insurance written as authorized by this section say
contain a3 mortgagee clause or other appropriate provisions
to protect the insurable interest of the licensee.

(3) when the principal amount of the loan exceeds $300
exclusive of the portion thereof attributable to insurance
premiums and chargess the licensee may require a borrower to
insure property offered as security against any substantial
risk of 1lossy damages or destruction for an asount not to
exceed the reasonable wvalue of the property insured or the
amount of the 1loans whichever is smallere and for the
customary term approximating the term of the loan contracte.
It shall be optional with the borrower to obtaln such
insurance in an amount greater than the amoumt of the 1loan
or for a longer terme

{4) Subject to the laws of this states credit life
insurance and credit disability insurance may be provided at
the expense of the borrower and say be provided by a
licensee upon the requast of the borrower when the principal
amount of the 1loan exceeds $300+s exclusive of the portion
thereof attributable to insurance premiums and chargess If

any loan shall include amounts advanced for insurance

-
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premiums and chargess such 1loan shall not in any event
excecd 6¥v500 5255000«

{5) The insurance authorized by this section may be
soldy obtaineds or provided by or through s 1licensees and
the premium or identifiable charge for the insurance may be
included in the principal amount of the 1loan; provideds
howevers that no licensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agente brokers or insurance coespany as a
condition procedené for the obtaining of a loame Any gain or
advantage to the licensee or any esployess affiliates or
associate of the licensee from the sales provisions or
obtaining of insurance as authorized by this section shall
not be deemed to be additional charges or & viclastion of
this chaptere.

(6) A licensee shall not require insurance under this
section wuntil any existing insurance of the same type has
expired or has been canceled and the unearned portion of the
presium for the canceled insurance has been rebated to the
borrower.™

Section S« Section 32-5-402y MCAy is amended to read:

®32-5-402+ Investigationse The departsent may at aay
time investigate any transaction with borrowers and may
examine the bookss accountse and records in this state to

discover violations of this chapter by:

T sSB Y2
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{1) a licensqe;

{2) a person who advertises fors solicitse or halds
hinself out as willing to make loans in amounts of $F¢588
325000 or tesss 6r

{3) 2 person whom the department has reason to believe
is violating or is about to violate this chapter.®

MEM SECTIONs Section &6« Charges on loans in axcess of
379500« (1) On any VYoan of aoney exceading $T+500 in
principal amoumts a licensee w3y not wmake charges as
provided in subsections {1} and (2) of 32-5-301 but shall
aaie charges in accordance with the provisions of this
sections

{2) On any loan of wonay exceading 37,500 but not
exceeding 325,000 in principal amounte 3 1licensee wmay
contract and receive charges at a rate not in excess of
1 1/2% per month on the principal amount as follows:

(a} Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstandings Each payment shall be applied first
to accumulated charges and the remalnder of the payment
applied to the unpaid principal balances except that if the
amount of the payment is insufficient to pay the accumulated
chargess unpaid charges continue to accumulate toc be paid
from the proceeds of subsequent payments and are not added

to the principal batancee.
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{b) Charges made under this section may not be payable
in advance or compoundade Howevers if part or all of the
consideration for a new Yoan contract is the unpaid
principal balance of a prior loans the principal amount
payable under such new ioan contract say include any unpaid
charges which have accrueds The resulting loan contract s
a new and separate loan tramsaction for 31l purposess The
principal balance of a prior loan on which charges have been
made pursuant to subsections (1) and {2) of 32-5-301 is the
balance due after refund or credit is given to the borrower
pursuant to subsection {5) of 32-5-30l.

t3) For purposes of computing charges for a fraction
of a monthy a day is considered one-thirtieth of a monthe.

{4) The provisions of subsections (5) and ({6} of
32-5-301 do not apply to loans made under this section.

Section Te« Codificatione Section & is intended to be
codified as an integral part of Title 324 chapter 5« The
provisionas in Title 32y chapter 5s apply to section 64 ad
section 6 applies to the provisions of Title 324 chapter 5.
All references in the MCA to Title 32¢ chapter 5e¢ include
section 6e

—-End-
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SENATE BILL NOe 421
INTRODUCED 8Y GOODOVERs PETERSONs LOWE, HAFFERMANS

THOMASs HEALYs ROSKIEs RYANy MEHRENS

A BILL FOR AN ACT ENTITLED: "AN ACT TO PERMIT LICENSEES
UNDER THE MONTANA CONSUMER LOAN  ACT TO MAKE LOANS NOT
EXCEEDING $25+000 AND REVISING ALLOWABLE CHARGES: AMENDING
SECTICONS 32-5-102, 32-5-103, 32-5-201s 32-5-306, AND

32-5-402s MCA.™

BE 1T ENACYED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section le Section 32~5-102¢ MCAy i5 amended to read:
"32-5-102« Definitionse Unless the context requires
otnerwises in this chapter the following definitions apply:
{1} "™Person® means individualsy partnershipsy
associationss corporationss and all legal entities in the
leaning businesses

{2) ™License™ means one or both of the 1licenses
provided for by this chapter.

{3) "Licensee"™ means the person holding a Yicense.

{4) *"“Department™ means the department of business
regulation provided for in Title 2y chanter 15, part 1R,

{5) ™Consumer type loan business® means the business

of making loans of 4%$F¢5088 $2%:000 or lesss generally

repayable in substantially equal installments.”
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Section Ze Section 32-5-103y MCAy is 3amended to read:

¥32-5-103. Engaging in business of making loans
restricteds (l} Nc  person shall engaqe in the business of
making loans or advances of money on credit in amounts of
%9580 325,000 or Yess and contract fore charges or receive
directly or indirectly on or in connection with any such
toan or advance any charqess whether for interests
compensations considerations or expensey which in the
agyreqate are greater than i6%-per-ennum those proyided by
31-1-1907(f)+ except as provided in and authorized by this
chapters. A person doing business under the authority of this
state or the United States vrelating to bankss trust
companiess savings or building and loan associationse credit
unionss Or a person engaged in business as a licensed
pawnbroker or any person who shall extend <credit in
connection with the sale of a commodity shall not become a
licensee under this chapter nor shall any of the provisions
of this chapter apply to any such exempted persons

{2) The provisions of subsection {1} shall apply to
any person who seeks to evade its applications by any
devices subterfuges or pretense whatsoever.

{3} Any contract of loan in the making or collection
of which any act shal! have been done which violates
supsection {1} of this section shall be voids and the lender

shall have no right to collects reccives or retain any

_2- SB 421
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principals interests or charges whatsoever."

Section 3. Section 32-5-20L« MCA+ is amended to read:

*32-5-201- License application and fees --
supplementary licenses {1) {(a) A place of business oberated
under this chapter shall properiy display on the premises a
nontransferable and nonassignable license. The same person
may obtain additional licenses wupon compliance with this
chapter as to each license.

tb) Application Ffor a license shall be on a form
prescribed and furnished by the department.

{c} A licensee may move his ‘place of business froa one
place to another within a county without obtaining a new
licenses provided he obtains written permission from the
department.

(d) Mith each application the applicant shall subamit
$50 as an investigation fee and $125 as a license fee. The
license fee shall be returned to the applicant if the
application is deniede The license year is the calendar
yeary and the license fee for any period less than & months
i5 $62.506 A license remains in force until surrendered,
suspendeds or revokeds

(2) No licensee under the provisions of this chapter
shall lend money in a total sum greater than $1+:000 to any

borrower or to any borrower 3and spouse except under the

following circumstances:

-3~ S8 421
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{a) #hen any person holding a license provided for in
subsection {lL) desires to make loans for any a3mount in
excess of $1.000 but not exceeding $3v508 3252000+ the
holder of such license may apply to the department for F
supplementary license and pay therefor an additional license
fee of $75 per calendar year or one-half of said sum for any
period ltess than & monthse

(b) The department shall grante on applications a
supplementary license to a holder of a license provided for
in subsection {l)a.

{c) Section 32-5-204 shall be applicable as to time of
payment of supplementary license fee and penalty for failure
to pay the same.

{dy Provisions of 32-5-301 relating to refundse feess
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to loans
wade under authority of a supplementary license.

{3) A1l moneys collected under the authority of this
chapter shall be paid into the state treasury by the
department.”

Section 4. Section 32-5-306s MCAs is amended to reosd:

®32-5-306. Insurancee. (1) No insurance of any kind
shall be written by a licensee or employees affiliates or
associate of the licenseesr in connection with any Yoan

except as hereinafter providedes
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12) Insurance permitted under the provisions of this
section shall be obtained through an insurance company
authorized to cenduct such business in Montana by 3 duly
iicensed agent or agency of this statee. Premiums shall not
exceed those fixed by law or <current applicable manual
ratese Insurance written as authorized hy this section may
contain a mortgagee clause or other appropriate provisions
to protect the insurable interest of the licensee.

{3) when the principal amount of the loan exceeds $300
exclusive of the portion therecof attributable to insurance
premiums and chargess the licensee may require a borrower to
insure property offered as security agdinst any substantial
risk of lossy damages or destruction for an amount not to
exceed the reasonable value of the property insured or the
amount of the locany whichever is smallersy and for the
customary term approximating the term of the toan contract.
It shall be optional with the borrower to obtain such
insurance in an amount greater than the amount of the loan
or for a lonyer terme

{4) Subject to the laws aof this states credit life
insurance and credit disability insurance may be provided at
the exnense of the borrower and may be provided hy a
licensee upon the reguest of the borrower when the principal
amount of the loan exceeds %300y exclusive of the portion

therecf attributable to insurance premiums and chargese. Lf

~-5- S8 421

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

58 N421i,02
any loan shall include amounts advanced for insurance
premiums and chargess such Joan shall not in any event

exceed $3v5600 325:000.

{5) The insurance authorized by this section may be
solds obtaineds or provided by or through a licenseey and
the premium or identifiable charge for the insurance may be
incltuded «n the principal amount of the loan; provided,
nowevere that no licensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agent . brokers or insurance company as a
condition precedent for the cobtaining of a loan. Any gain or
advantage to the licensee or any employees affiliatee ar
associate of the .licensee from the sales provisions or
obtaining of insurance as authorized by this section shaltl
not be deemed to be additional charges or a violation of
this chaptere

{6} A licensee shall not require insurance under this
section until any existing insurance of the same type has
expired or has heen canceled and the unearned portion of the
premium for the canceled insurance has been rebated to the
borrower."

Section 5. Section 32-5-402, MCAs i5 amended to read:

"32-5-402. Investigations. The department may at any
time investigate any transaction with borrowers and may

examine the bookss accountss and records in this state to
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discover violations of this chapter by:

{l) a licensee;

(2) a person who advertises fore solicitsy or holds
himself out as willing to make loans in amounts of $3+500
$£23:000 or less: or

{(3) a person whom the department has reason to believe
is violating or is about to violate this chapter.;

NEM_SECTIION. Section 6. C(Charges on loans in excess of
$T+500. {1} On any 1loan of money exceeding $7+500 in
principal amounts & ticensee wmay not make charqes as
provided in subsections {1} and (2} of 32-5-301 but shall
make charges in accordance with the provisions of this
section.

{Z) On any loan of money exceeding 374500 but not
exceeding $254000 in principal amounts a licensee may
contract and receive charges at a rate not in excess of
1 172% per month on the principal amount as follows:

{a) Charges shall be computed on wunpaid balances of
the principal awmount outstanding from time to time for the
actual time outstanding. Each payment shall be applied first
to accuaulated charges and the remainder of the paywent
applied to the unpaid principal balances except that if the
amount of the payment is insufficient to pay the accumulated
chargess unpaid charges continue to accumulate to be paid

from the proceeds of subsequent payments and are not added
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to the principal balance.

(b) Charges made under this section may not be payable
in advance or compoundede. Howevery if part or a3l of the
consideration for a new loan contract is the unpa{d
principal balance of a prior loanes the principal amount
payable under such new loan contract may include any unpaid
charges which have accruede. The resulting loan contract is
3 new and separate loan transaction for all purposes. The
principal balance of a prior loan on which charges have been
made pursuant to subsections (1) and {2) of 32-5-301 is the
balance due after refund or credit is given to the borrower
pursuant to subsection {5} of 32-5-30l.

{3) For purposes of computing charges for a fraction
of a month, a day is considered one-thirtieth of a month.

{4} The provisions of subsections ({5) and (6) of
32-5-301 do not appty to loans made under this section.

Section T« Codification. Section & is intended to be
codified as an integral part of Title 32, chapter 5. The
provisions in Title 32, chapter Sy apply to section 6+ and
section 6 applies to the provisions of Title 324 chapter 5.
All references in the MCA to Title 32y chapter 5¢ include
section b.

~End-
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