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47th Legislature LC 0960/01 LC 0960/01

1 .w 1 regulation provided for in Title 2+ chapter 154 part 18.

2 INTRGOUCELD BY _;L:iéZgLJQJéov\J 2 {5) ™"Consumer type loan business™ means the business
3 ’ 3 of making loans of $25+000 or lessy which amount is _subject
4 A BILL FOR AN ACT ENTITLED: ®wAN ACT REVISING THE MONTANA 4 to _change pursuani fo.  fbe provisions. of _[sectiop 9]x
5 CCHSUMTR LJIAN ACT BY PROVIDING FCOR THE ADJUSTMENT OF CERTAIN 5 generalily repayable in substantially equal installments."

6 DOLLAP.  AMOUMTS IN THE ACT IN ACCORDANCE WITH CHANGES IM THE & Section 2. Section 32-5-103y MCaAy is amended to read:
7 CONSUMER PRICE INDEX; INCREASING CERTAIN CHARGESy INCLUDING 7 "32-5-103« Engaging in business of making Tloans
2 CERTAIN FEES TO PE PAID TO THIRD PARTIES IN THE PRINCIPAL 8 restrictede {1) Mo person shall engage in the business of
3 AMOUNT UF THE LOAN; PROVIDING FOR THE UTILIZATION OF THE ? making 7loans or advances of money on credit in amounts of
16 OISCLOSURES  REQUIRED  2Y  THE FESDERAL CONSUMER CREDIT 10 325,000 or less and contract fory chargey or receive
11 PROTECTION ACT; ARD PROVIDING FOR ATTORNEY FEES IN LEGAL 11 directly or indirectly on or in conpection with any such
12 ACTIOMNS; AMENDING SECTICONS 32-5-102y 32-5-103, 32-5-201, 12 loan or advance any chargessy whether for interesty
13 32-5-301 THROUGH 32-5-~303, 32-5-306y AND 32-5-402y MCA" 13 compensations considerations or expensey which 1in the
14 14 aggregate are greater than those provided by 31-1-107(1)»
15 dc IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 15 except as provided in and authorized by this chapter. A
15 Section le Section 32-5-1G2s MCAy is amended to read: 16 person doing business under the auvthority of this state or
17 "32-5-102. Definitionss Unless the context requires 17 th2 WUnited States relating to banksy trust companiessy
13 otherwises in this chapter the following definitions apply: is savings or building and lcan associationss credit unionsy or
15 {1) *"Personn means individualsy partnershipssy 19 a person engajed in business as a2 licenseo paunbrokervor any
20 associationss corporationsy and all 1egal entities in the 20 person who shall extend credit in connection with the sale
21 loaning businesse 21 of a commodity shall not become a licensee under this
22 {2) "lLicense™ means one or both of the 1licenses 22 chapter nor shall any of the provisions of this chapter
23 provided for by this chapters 23 apply to any such exempted persone
24 (2} ®Licensee™ means the person holding a license. 24 {2y The provisions of subsection (1} shall apply to
25 (4) "“Department™ means the department of business 25 any person who seeks to evade its applications by any

-2- ITNTRODUCED BILL
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devices subterfuges or pretense whatsoevers

{2) Any contract of loan in the ma2king or collection
of which any act shall have been done which violates
subsection {1) of this section shall de voidy and the lender
shall have no right +to collects receivey or retain any
orincipals interests or charges whatsoevere

{4) __Ihe amount of $23,00C ip subsection {13 is subject
1o ghange purgsuant o the provisions of [section 93 _on
adjustment of dollagr amountse®

Section 3. Section 32-5-201s MCAs is amended to read:

*32~5-201. License application and fees -
supplementary licensee (1) {a) A place of business np2rated
under this chapter shall properly display on the cremises a
nontransferable and nonassignable licenses The same person
@may obtain additional licenses wupon compliance with this
chapter as tc each licensee

(b} Application for a 1license shall be on a forw
prescribed and furnished by the department.

{c) A licensee may move his place of husiness from one
place to another within a county without obtaining a new
licens=y provided he obtains written permission from the
department.

{d) #With each application the applicant shall submit
$50 as an investigation fee and $125 as a license fee. The

license fee shall be returned to the applicant if the

—F

10

i1

12

13

14

16

17

e

19

20

21

22

23

24

25

LC 0960701

application is denied. The license year is the calencar
years and the license fee for any period less than ¢ months
is %$62.50. A license remains in force until surrendered,
suspendeds cr revokedes

{2} No licensee under the provisions of this chspter
shall Tend money in @ total sum greater than 31200 tc any
barrow2r er tc any borrower and spouse except wundz2r  the
following circumstances:

{a} &hen any person hcolding a license provided for in
subsection (1) desiras tc wm2ke loans for 2ny amcunt in
excess of $1,00C but not exceeding $259000s the holder of
such license may apply to the department for a supplementsry
license and pay therefor 2n additional license fee of $7&
per calendar year or one-half of said sum for any period
Tass than & monthse

{b} The department shall grants on applicatiocns 2
supplementary license to a holder of & license provided for
in subsaction (1l)e

{c) Section 32-5~204 shall be applicadle as tc time of
payment of supplementary license fee and penalty for failure
toc pay the sames

(d) Provisions of 32-5-301 relating to refundss feas,
and charges and the other provisicns of this chapter not
inconsistent with this section shall be applicable to 1loans

made under authority of a supplementary license.
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{3} A1l moneys ccllected under the authority of this
chapter shall be ﬁaid into tha state +treasury by the
department.

4%) The amounts of $1.000 and $25.200 ip subsection
{2) _are subject to change _pursuaot. .o .the provisions of
{section Zje"

Section 4. Section 32-5-301s 4CAs is amended to read:

n32-5-301e Chargesy refundss penaltiess Ffiling feese
{l) cvery licensee hereunder may contract for and receive on
any Toan of money not exceeding $1+000 in principal amount:

{a) charges at rates not in excess of %20 per year per
$10C on that part of the principal amount of <the 1loan not
exceeding $386 33003

{b) $16 per year per 3100 on thet part of the
principal amount of the loan exceeding %388 3500 but not
exceecing $586¢-and $£]:000,

ter——$tP——per—-yvear—-—per——$t8f-—on-—that-—pert-—of-—the
srincipat-amount—ef-the-loan-—-in-—-excess——of--$586——hut——not
exceeding—-$ty860s

{2) The holder of 3 supplementary license may contract
for 3and receive charges at rates authorized for licensaes in
subsaection (1) for the first 314000 of the principal amount
of any lcan and may contract for and receive charges at
rates not in excess of $¥0 312 per year per 5120 on that

part of the principal amount of any 1loan exceeding $1+0C0
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but not exceeding 57s500.

{3) Charges in (1) and {2) shall be computed at the
applicable rates on the fulls original principal amount of
the loan from the date of the lcan to the due date of the
final scheduled instaliment irrespective of the fact that
the 1lYoan is payable in installments. 5aid charges shall be
added te the principal of the 1loan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fraction of a monthsy a day shall be considered
one—thirtieth of a monthe

{4) On locans of $90 or less a Ticensee may charges in
liewu of <charges specified in (1} of this sectiony not in
excess of $1 for each $5 of cash or credit advanced to the
porrowsr up to the amount of $%0a. A periog of a2t least 15
days wuust be allowed for the repayment cf each $5 <cash or
credit advanceds Such charges cannot be assessed by any
subterfuge or device on any ltecan over $90 or on any bDalance
of 390 or less when the original loan was greater than %90.

{5) w#hen any loan contracty new 1oans renewals or
otherwisey is paid in full by cash 1 month or wore hefore
the final installment datey the licensee shall 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 7TBths or sum of the digits
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arinciple as follows: the amount of the refunc or credit
sfiall be as great a proportion of the total cherges
originally contracted for as tha sum of the consecutive
monthty balances of the contract scheduled to follow the
date of prepayment bears to the sum of 2l1l the consecutive
monthly balances of the contracty both sums to bhe determined
according to the payment schedule orijinally contracted fore.

{6) f{a)} If the contract so providesy the additional
charyge for any amount past due according to the original
terms of the contracty whether by reason of default or
extension agreementsy may be 5% of the amount past dues and
said amount may be charged once and no wores

Lb) If _twoe _iostallwents or _parts theregf of &
pLecomputed loan are in default for 10 _days Qr _mores .3
licensee may _elect to convert fhe lgan from a arecomputed
Qoe.to goe_ ip which charges are based on  ungaid _halancess
In__this _event he shall _make a_ cebate  gucsuyant to the
provisions of supsectiop (2).as if the date _of prepzymept
were 1 _day before _the  wmaturity. date of Lhe delioguant
ipstallment pearest o tha copversion dates _and. thereaficg
may__make c¢pafges ai the _single aonual percontage rate that
would _earn _the sagpe _chargss  as_ _the gradpated chagges
permitted by subsection (1) whea the debt is paid according
to the actuarial meihoce

(7) La)} The licensee may eo}tect-—Ffrem—-the-~horrower
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include’ in_the principal awount of any loapg the actucl fees
naid a public official or agency of the state fer filingy
recordings or r<leasing any instrument securing the lo3n.
ip). _The licenses may ipclude in the wrincipal amgunt
of a0y _loan _bopa _fide _charges _gelatad to real _ssizke

security and paid iz third partiess including:
{i) _fees _or _premjums_ _for title examipatiops fitle

ipsurapces or similar purpgses including survey;

{ii) fees for _preparation of a___deeds . settlement
stategents or other documents;

Lili) fees for notarizing deeds @nd oiber documepis:

{ix)_appraisal feesi

{v) fees for credit repeortsi and

{vi} fees paid to & trustee for release of a trust
deeds

(8) HNo further or other charges shall be directly or
indirectly contracted for or recesived by any licensee except
thos2 specifically authorized by this cnaptere #o licensee
sitall divide into separate parts any contract made for the
purpose of or with the effect of obtaining charges in excess
of those authorized by this chaptere Al1]1 balances due to ¢
licensee from any person as a borrower or as an 2ndorsery
guarantory or surety for any borrower or otherwise cor due
from any husband cr wifey jointly or severallys shall tbe

considered & part of any loan being made by a licensee to
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such person fcr the purpose of computing interest or
chargess If any amount in excess of the charges permitted by
this chapter is chargeds contracted fory or and receiveds
except as the result of an accidental and bona fide error of
computations the—contract-of-toan--shati--be--void--and the
licensese shall have no right to collect or receive any
prineipntly chargesy-er—recenpenss—whatsoever.

{9) On any loan of money exceeding $7+300 in principal
amounty a licensee may not make charges as provided in
subsections (1) and (2} but shall make charges in accordance
with the provisions of this subsection through subsection
{(12).

{12) On any lcan of money exceeding 3$T+500 put not
exceeding $254000 in principal amounts a licensee wray
contract and receive charges a2t 2 rate not in excess of
3~-172% 2% per wonth on the principal amount as fcllows:

{2} Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
ictual time outstandinge gach payment shall be applied
first to accumuiated charges and the remainder of the
payment applied to the unpaid principal balancesy except that
if the amount of the payment is insufficient to pay the
accumulated chargese unpaid charges continue to accumulate
e pe paid from the proceeds of subsequent payments and are

not added to the principal balancse
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{b} Charges made under this subsection w@~ay not be
payahle in advance or compounded. Howevers if part or all of
tne consideration for a new 1loan contract is the unpzaid
principal balance of a prior 1loans the principal amount
payable under such new Toan contract may include any unpaid
charges which have accruede Fhe resulting loan contract is a
new and separate loan transaction for all purposeses The
principal balance of a prior loan on which charges have been
made pursuant to subsections (1) and {2) is the balance due
after refung or credit is given tc tha borrower pursuant to
subsection (5})e

{11) For purposes of computing charjes for a fraction
of a monthes a day is considered one—thirtieth of a monthe

(12) The provisions of subsections (5) and (58) <do not
apply to loans wade under subsecticns (9) through (11).

£12) The ameunts of $90s $500. $12000. 3$T2500s and
$252200 ipn subsections [1l)s (2)s  (4)s (3)s _and {10} _are
subject Lo change pursuapt to the provisions of [section %]
on_adjusimept of dellar asmoupise™

Section 5e Section 32~5-302¢ MCAy is amended to read:

n32-5-302+ Installment payment ~— contract periode (1)
No licensee may enter intc any contract of loan:

t2) of £3C0 or lessy exclusive of chargess unger which
the Dorrower agr2es te maks any scheduled repayment of

orincipal more than 21 calendar wonths from the date of

" HE B2
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making such contract;

(b} for wmor=2 than $30C to and including 3$1¢000y
exclusive of chargessy under which the bYorrower egrees to
make any scheduled repayment of principal mere than 25
calendar months from the date of making; or

{c) for more than $1,000 to and including %2y088y
$22500s exclusive cof chargess under which the borrower
agrees to make apy scheduled repayment of principal more
than 37 calendar months from the date of makingt-or

ftd¥~—Fer-—more~-than-—$2y088-—to-——and-inelodina—52y508y
axelusive-of-chergesy-ander-which——the--borrower-—agqrees——to
make--any——-scheduted-—repayment—of——principst--more—than-3¥
catendar—nonths—from—the—-dote~of-making.

(2) Every 1loan contract shall require payment of
principal and charges in installments which shall be payable
at approximately equal periodic intervalsy except that
payment dates may be omitted to accommodate bcrrowers with
se3zson3l incemese Nec  installment contractad for &ay b=
substantially larger than any preceding installmente Yhan =2
loan contract provides for monthly installmentss the first
installment may be payable at any time within 45 days of the
date of the loan and the charges for the number of days in
excess of 30 from the date of making may be added to the
scheduled amount of the installmentse.

13) The _amounts _of _$300s. $1,000s _and 52502 0
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subsection {1} .are subject to change pursuant to _the
provisions of [saction 2] oo adjusiment of dollar _apounts.™

Sgction 6e Section 32-5-303s MCAy is amended to read:

"372-5-333. SBorrower tc reczive copy cf contract or
statement of contentse. At the time the loan is mades there
wWill be delivered tc the borrowers or if there be two or
more bLorrowers to one of themy gither _the disclosures
requic=d Dy the Federal Consumer Credit  Proteckion _Acis 3
copy of the 1loan contracts or a written statement in the
English language shcwing in clear and distinct terms:

(1) the name and address cf the lender and of one of
the borrowers or a maker of the loani

{2} the date of the lecan contract;

{3) the schedule of instalilments or description
thereof;

(4) the principal amount of the toan excluding
chargess

{5) the rate or amount cf charges as the contract may

{&) the amount ccllected or paid out for each kind of
insurancey if any;

(7) the amount collected or paid out for filinc ana
other fees as allowed in 32-5-301(7);

{8) the cocllateral or security for the loan including

all cther accommodation or other jcint makars (comakers};
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(9} that the borrower may prepay the loan in whole or
in pert at any time during a licensee's regular Dusiness
hours andsy in case the charges have b2en added to the
principal of the loane that such charges are subject te the
refund requirements of 32-5-301(5) if such loan is prapaid
in fulle®

Section Te Section 32-5-306y HCAy is amended to read:

"32-5-306« Insurances {1} No insurance of any kind
shall be wWritten by a licensea or employee, affiliatey or
associate of the licensees in connection with any loan
except as hereinafter providedes

{2} Insurance permitted under the provisions of this
section shall be obtained through an insurance company
authorized to conduct such business in Montana by a duly
licensed agent or agency of this statee Premiums shall not
excead those fixed by Jaw cr current 2apolicable manual
ratese Insurance written as authcrized by this section may
contain a mortgagee clause or other appropriate provisions
to protect the insurable interest of the licanseee

{3} ¥hen the arincipe} eamount of the l1oan exceads %300
axclusive of the porticon thereof attributabdble to insurance
premiums and chargess the licensee may require 2 borrowar to
insure property offered as security against any substantial
risk of lossy damages or destruction for an amcunt not teo

axcead the reasonahble value of the preparty insured or the
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amount of the 1lcans whichever is smallzry and for the
customary term approximating the term of the loan contracte.
It shall be optional with the borrower to cbtain such
insurance in an amount greater than the amount of the 1loan
or for a longer terme

(4) Subject to the 1laws of this states credit life
insurance and credit disability insurance may be provided at
the expense of the borrower and wmay be provided by a
licensee upon the request of the borrower when the principal
amount of +the loan exceeds $300s exclusive of the portion
thereof attributable to insurance premiums and chargese If
any Jloan shall include amounts advanced for insurance
premiums and chargess such loan shall not in any event
exceed $254000.

{3) The insurance authorized by this section may be
solds oObtainedy or provided by or through a licens2esy and
the premium or identifiable charge for the insurance may be
inctuded in the principal amount of the loan; provided,
huwevery that no Ticensee shall require a borrower to
purchase such insurance from such licenses or from any
particular agenty brokery or insurance company as &
condition precedent for the obtaining of a loane. Any gain or
advantage to the licensee or any employeey affiliates or
associate of the 1licensee from the salesy Provisions cor

obt3ining of insurance as authorizad by this sectien shall

O HE 3L
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not be deemed to be additionz21 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
axpired or has been canceled and the unaarned portion of the
premium for the canceted insurance has been rebated to the
borrowers

i1} _The .ageounkts of $300 and 223000 in subsection. (31
aod (%) are subject to ghange gursuapt _to [secfion 2] _on
adjustcent of dollar amouptss™

Section 8. Section 32-5-4CZy MCAs is zmended to read:

*32-5-402. Investigationse (1) The department may at
any time investigate any transaction with borrowers and may
examine the bookss accountse and records in this state to
discover violations of this chapter by:

+3¥{a) o licensee;

t2¥4{h) a person who advertises fors solicitss or holds
himself out as witling to make loans in amounts of $25,000
or less; or

t3¥%(c) a person whom the department has reaseon to
believe is violating or is about to viclate this chapters.

{2} The amount of $25.000 jp subsection {1) is subject
to_ _change pursuapt to _the orovisions of [section 9] on
adjustment_of dellar amouoilsa™

NEW_SECTIONs Section 9 Adjustment of dollar amountse
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{1) From time to time the dollar amounts in [this act]
designated as subject to change shall chances as providea in
this sectione according to and teo ths extent of chanzes in
tihe Consumer Price Index for Urban Wage Earnsrs and Clerical
Workers: UesSe City Averages A1l Itemse L1967 = 100s compiled
by the bureau of labor statisticse department of laborse and
hercafter referred to as the indexes The index for Decembers
1980+ shall be the reference base indexe

(2) The designated dellsr amounts shall change on July
1 of each even—numbered year if the jercentage of chanqey
calculated to the nearest whole percentage pointe between
the index at the end of the preceding year and the reference
base index is 10X or mores buts

{g) the portion of the percentage change in the index
in excess of a multiple of 19% shall be disregarded and thke
dollar aaounts shall change only in multiples of 10% of the
amounts appearing in [this act] on [the effective date of
this act];

{b} the aollar amounts shall not change if the amounts
required by this section are those currently in effect
pursuant toc [this act] as a result of earlier application of
this sectioni and

{c) the dollar amounts may not be reduced below the
amounts appearing in [this act] on [the effective date of

this act]e
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{3} If the index is reviseds the percentage cf <hange
pursuant to this section shall be calculated on the basis of
the revised indexs If a revision cf the index changes the
reference base indexs a revised reference hase index shall
be determined by multipiying the reference b3se index then
apolicable by the rebasing factor furnished by the United
States bureau of labor statistics. If the index s
supersededs the index refarred to in this section shall be
the one represented by the bureau of labor statistics as
reflecting most accurately changes in the purchasing powar
of the dollar for consumerse

(#) The department shall adopt a rule announcing:

{2} on or before April 30 of each year in which dollar
amounts are to changey, the <changes in dollar amounts
required by subsection (2); and

{0} promptly after the changes occury chances in the
index required by subsection {3) includings if applicable,
the numerical equivalent of the reference bease index under a
revised reference base index and the designation or title of
any index superssding the indexs

{5} A person does not viclate [this 2ct] with respsct
to a transaction otherwise complying with [this act] if he
relias on dollar 3amounts either detarmined according +to
subszction (2) or appearing in th2 last rule of the

department announcing the then current dollar amountse
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NEW SECTIONe Section 10 Attcrney feese If the
contract so providess reasonable attorney fees may be
awarded to the party in whose favor final judgment is
renderad in any action on a contract entered into pursuant
to the provisions of this chaptere

Section 1le Codification instructione Sections 9 and
10 are intended tc be codified as an integral part of Title
32¢ chapter 5+ and the provisions of Title 32y chapter 5.
apply to sections 2 and 10.

-End-
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Approved by Committee
on Buginess and Industry

1 HOUSE BILL NO. 321 1 requlation provided for in Title 2 chapter 15s part 18

2 INTRODUCED BY FABREGAs GUODOVERes MEYER, MENAHAN 2 {5) "Consumer type Jloan business”™ means the ousiness
3 3 of making loans of $£25+000 or lesss which _amount is _sub ject
& A 3ILL FUR AN ACT ENTITLED: "AN ACT REVISING THE MUNTANA 4 to  change pursuant toc the provisions of [section__9]»
5 CONSUMER LUAN ACT BY PROVIDING FOR THE ADJUSTMENT OF CERTAIN 5 generally repayable in substantially equal installiments."

& OOLLAR  AMOUNTS IN THE ACT IN ACCORDANCE WITH CHANGES 1M THE & Section 2. Section 32-5-103y MCAy is amended to read:
7 CONSUMER PRICE INWDEX; INCREASING CERTAIN CHARGESs INCLUDING 7 "32-5-103. Engaging in business of making loans
8 CERTAIN FEES TO BE PAJD TJ THIRD PARTIES IN THE PRINCIPAL 8 restricted. (1)} No person shall engage in the obusiness of
C) AMOUNT OF THE LDAN; PROVIDING FOR THE UTILIZATION OF THE 9 making loans or advances of money on credit in amounts of
10 DISCLOSURES  REQUIRED BY  THE FEDERAL CONSUMER CREDIT 10 $25400C or less and contract fors charges or receive
11 PROTECTION ACT; AND PROVIDING FOR ATTORNEY FEES IN LEGAL 11 directly or indirectly on or in connection with any such
L2 ACTIONS; AMENDING SECTIONS 32-5-102s 32-5-103s 32-5-201s 12 loan or advance any chargess whether for interasts
13 32-5-301 THROUGH 32-5-303y 32-5-306s AND 32-5-402, MCA." 13 compensations considerations or expenses which in the
14 14 aggrernate are yreater than those provided by 31-1-107(1)+
| & BE 17 ENACTED BY THE LEGISLATURE OF THE STATE JF MONTANA: is except as provided in and authorized by this chapters A
16 Section l. Section 32-5-102+ MCA,» is amended to read: 16 person doing business under the authority of this state or
17 "32-5-102. Definitions. Unless the context requires 17 the United States relating to bankssy trust companiess
i8 otherwises in this chapter the following definitions apply: 18 savings or building and loan associationss credit unionss or
19 tt}y "“Person® means individualss partnershipssy 19 a person engdged in business as a licensed pawnbroker or any
20 associationss corporationss and all leyal entities in the 20 person who shall extend credit in connection with the sale
21 loaning business. 21 of a comnodity shall not become & licensee under this
22 (2} ™License" means one or botn of the licenses 22 chapter nor shall any of the provisions of this chapter
23 provided for by this chapter. 23 apply to any such exempted person.
24 (3y “bLicensee™ means the person holiding @ licensc. 24 (2) The provisions of subsection (1) shall apply to
25 (4) “"Department" means the department of Cusiness 25 any person who seeks to evade its applications by any

-2~ HR 32}

SECOND READING



[

~ >

[ ]

10
il
12
13
14
15
16
17
18
19
20
2t
22
23
24

25

HB 0321702

devices subterfuges or pretense whatsocever.

{3) Any contract of loan in the making or collection
of which any act shall bhave been done which violates
subsection (1) of this section shall be voide and the lender
shall have no right to collects receives Or retain any
principale interests or charges whatsoever.

{4) _The amount of $25,000 in _subsection (1) is_subject

to_change pursuant to__the proavisions__of [section__9]__on

adjustment of _dollar amounts."

Section 3. Section 32-5-201s MCAs is amended Lo read:
*32-5-20l. License application and fees -
supplementary licenses (1) (3) A place of business operated
under this chapter shall properly display on the premises a
nontransferable and nonassiagnable license. The same person
may obtain additional licenses wupon compliance with this
chapter as to each license.

{b) Application for a license shall be on 3 form
prescribed and furnished by the department.

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

{d} With each appltication the applicant shall submit
$50 as an investigation fee and $125 as a license fees The

license fee s5hall be returned tuo the apglicant if  the
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application is deniede. The Jlicense year i5 the caiendar
years and the license fee for any period less than 6 months
is $62450. & license remains in force until surrendgeredes
suspendeds or revokeds

{2) Ho licensee under the provisions of this chapter
shatl 1lend wmoney in a total sum greater than $1l+000 to any
borrowsr or to any borrower and spouse except unhuer the
following circumstancess:

{a) 4dhen any person holding a license provides for in
subsection (1) desires to wmake loans for any amount n
excess of $1,000 put not exceeding $25+000y the holder of
such license may apply to the department for a supplementary
license and pay therefor an additional license fee of $75
per calendar year or one-half of said sum for any period
less than &6 months.

{b) The department shall grants on applications a
supplementary license to 3 hoilder of a license provided for
in subsection {(l}e

{c} Section 32-5-204 shall be applicable as cto time of
payment of supplementary license fee and penalry for fuiiure
to pay the same.

{(d} Provisions of 32-5-301 relating to refundss Ffees,
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to 1loans

made under authority of a supplementary licensee

-4 H® 321
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{3) A1l moneys collected under the authority of this
chapter shall be paid into the state treasury by the
departmente.

(4} _ The_ _amounts_ _of 31,000 and_$25s000_in_subsaction

£2)_are_subject_to_change pursuant_ _to_ _the provisions of

Section 4e Section 32-5-301y MCAs 1s amended to read:

"32-5-301e« Chargass refundss penaltiess filing feess
{l) Every licensee hereunder may contract for and receive on
any Yoan of money not exceeding $¥1+00u in principal amount:

{a) charges at rates not in excess of %20 per year per
3100 on that part of the principal amount of the 1loan not
exceeding $386 $503;

{) %16 per year per $10U on that part of tha
principal amount of thz loan exceeding %398 3500 but not
exceeding $598+—and $1,000.

tey--st2-—per--year--per—-4108--on--that--part—-o2f--th=
prinetpat-amegae-sf-the-toan-—-itn-—exceass-—of 355308 --put- -not
exceediny-$ty066s

{2) The nolder of & supplementary license may contract
for and receive charyes at rates authorizea for licensees in
subsection (1) for the first #1+000 of the principal amount
of any loan and may contract tor and receive charges 5t
rates not 1n excess of $iP 312 per year per $109 on that

part of the principal amount of any loan exceeding 51,007
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but not exceeding $7+500.

{3) Charyes in (1) and (2} shall be computed at the
applicable rates on the full, original principal amount of
the locan from the date of the loan to the due date of the
final scheduled instaliment irrespective of tne fact that
the loan is payable in instaliments. Said charges shall pe
added to the principal of the loan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is mades. For the purpose of computing charges
for a fraction of a monthy a day shall be considered
one-thirtieth of a monthe.

(4 On loans of $90 or less a licensee may chargee in
lieu of <charges specified 1n (1} of this sactions not in
excess of 31 for each 35 of cash or cradit advanced to the
borrower up to the amount of $90. A periol of at least 1%
days must bDe allowed for the repayment of each $5 cash or
credit advancedes Such charges cannot be assessed oy any
suoterfuge or device on any loan over $90 or on any balance
of 390 or less when the original loan was greater tihnan $90.

(5} When any loan contracts new lToans renewals oOF
otherwises is paid in full by cash 1 month or more pefore
the final installment dates the Jicensee shall refund or
credit  the borrower with tnac portion of the total charges
whicin shall pe due the borrower as determined by schedules

prepared under the rule of 78ths or sum of the digyits

—6- A 321
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principle as follows: the amount of the refund or credit
shall be as great a proportion of the total charges
originatly contracted for as the sum of the consecutive
monthlty balances of the contract scheduled to foilow the
date of prepayment bears to the sum of all th2 consecutive
monthly balances of the contracte both sums to be determined
according to the payment schedule ouriginally contracted fore

{6) tat If the contract so providess the additional
charge for any amount past due according to the original
terms of the contracts whether by reason of default or
extension agreements may be 5% of the asmount past dues and
said amount may be charged once and no moree.

thy--if--—two--—instaliments--or--parts--cthereof——-of--a

precomputed-ioan-are-in-defavtt--for--if--deys--or--merevr--8

}icensee--may-—elect-—to-convert-the-ltosn-from-a-preceomputed

one-to-one-in-which-charges-ere-based--on--unpard--batanceswy

in-—-this-—event--he--shali--make-—a--rebate--pursuant-to-the

provisions-of-subsection-{53-as-tf-the-—date--of--prepayment

were--i--day--pefore--the--maturity--date--of-the-detingoent

tnstatiment-nearese-to-the-econversion-datey——and-—thereafter

may--make--charqes-at-the~sinaie -annual-percentage-rate-that

would-—earn--the—-same--charges--as--the--gradoated--charqes

permitted-—-by-subsection-{i}-when—the-deot-is-paid-aceording

to-the-actuariai-metnods

{7) {a) The licensee may ecotlect--from--the--borrower

-7- H3 321
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include__in_the principal _amount _of any lpan the actual fees

paid a public official or agency of the state for filinge
recordingy or releasing any instrument securiny the 1oans

{b)__The_ licensee moy_include_in_the_principal gsmount

of _amy__loan__ovona__fiue__charges related to_ _real _estace

security and paid to _third partiess including:

{i})__fees or_ premiums__for_ title_ _examinations titie

{ii) fees _for _preparation_ of_ _a deedy settlement

statementy Oor other_documents:

{iii) fees for notarizing deeds and other documents;

Liv) appraisal fees;

fv)} _fees for credit_reports; _and

(vi) fees _paid__to__a__trustee for release of a trust

deed.
{8) No further or other charges shall be directly or
indirectly contractead for or received by any licensee except
those specifically authortced by this chaptere No licPnsee
shall divide into separate parts any coatract made Ffor tne
purpose of or with the effect of outaining chiarges in excess
of those authorized by this chaptere AlY balances due to a
licensee from any person as a borrower or as an endorsers
guarantors or surety for any borrower or otherwise or due
fFrom any husband or wifes jointly or severallys snaltl be

considered a part of any loan being made oy a licensee to

-8- HY 321
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such person for the purpose of computing interest or
chargese If any amount in excess of the charges permitted by
this chapter is cnargeds contracted fory or and receiveds
except as the result of an accidental and bona fide error of
comnutation, the-ecentract-of-team-shatd--pe--void--amd the
licensee shall have no right to collect or receive any
primetpaty chargesv-or-recompense-whatsoever.

{9} On any loan of money exceeding $7+500 in principatl
amounts a licensee may not make charges as provided in
supsections (1) and (2) but shall make charges in accordance
with the provisions of this subsection through subsection
(12)e

(10} On any loan of money exceeding $7+500 but not
exceeding $25+000 in principal amounts o licensez may
contract and receive charges at a rate not in excess of
t-172% 2% per month on the principal amount as follows:

{(a} Charges shall bpe computed on unpaid balances of
the principal amount outstanding from time to time for tne
actual time outrstanding. Each payment shall be apnlied
first to accumulated charges and the remainder of the
payment appltied to the unpaia principal balances except that
if the amount of the payment i1s insufficient to pay the
accumultated chargess unpaid charges continue to accumulate
Lo be paid frum the proceeds of subsequent payments and are

not added to the nrincipal balancee
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{b} LCharges made under this subsection may not be
payable in aavance or compounded. Howevers if part or all of
the consideration for a new Y03an contract is the unpaid
principal palance of a prior Toans the principal amount
payable under such new io0an contract way include any unpaid
charyes which have accrued. The resulting loan contract is a
new and separate loan transaction for all purposes. The
principal palance of a prior 1oan on which charges have been
made pursuant to subsections {l1) and {2) is the balance due
after refund or credit is given to the borrower pursuant to
subsection (5)e

(11) For purposes of computing charges for a fraction
of a monthsy a day is considered one-thirtieth of a montha.

{12) The provisions of subsections (5) and (6) do not
apply to 1oans made under subsections (9) througn (1l).

{13} The_ _amounts__of _$90s 35500, _$1+000s $7:300s and

$25+000_in_subsections_ {i)» {2)s_  {%}r _(F}s__and_ (1C} _are

subject__tgo_chanye pursuant_to the provisions of [section_%]

on_agjustment of dollar_ amounts.™

Section S. Section 32-5-302y M{A, is amended to read:

#32-5-302. Instaliment payment -- contract periods (1)
No licenseec may enter into any conttact of Yoan:

{a) of $300 or laessy exclusive of chargess under wnich
the borrower agygrees to make any scheduled repaymant of

principal more than 21 calenagar months from the aate of

-10- H3 321



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

25

HB 0321,02

making such contract;

{b) for more than $300 to and including $1+000,
exclusive of chargess under which the borrower agrees to
make any scheduled repayment of principal wmore than 25
calendar months from the date of makiny: or

{c) for wmore than $1,000 to and including $2vy868y
525500 exclusive of chargese under which the borrower
agrees to make any scheduled repayment of oprincipal worz
than 37 calendar months from the date of makingt-er

td}-~for--more--than--$2y806--to--and-tnetuding-$2v56dy
exctusive-of-chargesy~under—whtech--the--borrower--sgrees--to
make--any--scheduted--repayment--of--princrpat--more-than-37
catendar-months-frem-the-date-of-making.

{2) Every loan contract shall require payment of
principal andg charges in installments which shall be payablie
at approximately equal periodic intervalse except that
payment dates may be omitted to accommodate borrowers with
seasonal incomess No installment contracted for may oe
substantially larger than any preceding installment. When a
loan contract provides for monthly installmentss the first
installment may be payable at any time within 45 days of the
date of the loan and the charges for the numoer of Jays in
excess of 30 from the dgate of making may be added to the
scheduled amount of the installments.

{3) The amounts of _3300s $1+000s_ _and_ 524500 1n
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subsection (1} are__subject _to__change _pursuant_ _to _the

provisions _of [section_9] on_adjustment of dollar amounts.”

Section 6. Section 32-5-303y MCAs iS amenged to read:
*32-5-303. GBorrower to receive copy of contract or
statement of contents. At the time the loan is madey there
will be delivered to the borrowers or if there be two or

more borrowers to one of thems either _tne disclosures

reguired by the Federal Consumer Credit Protection__Acts a

copy of the toan countracts Or 3 written statement Ln the
English languaye showing in ciear and distinct terms:

(1) the name and address of the lender and of one of
the borrowers or a maker of the loan;

{2) the date of the loan contract;

{3) the schedule of installments or description
thereof;

t4} the principal amount of the toan excluding
charges;

{5} the rate or amount of charges as the contract May
provides;

(o) cthe amount collected or paid out for each kind of
insurances if any;

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

{B) the coltateral or security for the loan inclucing

all other accommodation or other joint makers {(comakers);

-12- H3 321
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(9) that the borrower may prepay the l1ocan in «hole or
in part at any time during a licensee's regular ousiness
hours ands in case the charges have been added to the
principal of the loans that such charges are subject to the
rofunn requirements of 32-5-301(5) if such lcan is prepaid
in full.®

Section T« Section 32-5-306s MCAy is amended to read:

®32-5-30C6. Insurance. {1} No insurance of any kind
shall be written by a licensee or employees affiliates or
associate of the Jlicensees in connection with any loan
except as hereinafter provided.

{2} Insurance permitted under the provisions of this
section shall be obtained through an insurance company
authorized to conduct such business in #Montana by a3 duly
licensed agent or agency of this state. Premiums shall not
exceed those fixed by Jlaw or current applicable manuat
rates. Insurance wuwritten as authorized by this section may
contain o mortgyayee clause or other appropriate provisions
to protect the insurable interest of the licensee.

t3) +when the principal amount of the Ytoan exceeds $300
exclusive of the portion thereof attributable to insurance
premiums and chargess the licensee may require a borrower to
insure property uffered as security against any substantial
risk of losss damages or destruction for an awmount not to

exceed the reasonaple value of the property i1nsured or the
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amount of the 1loans whichever is smailtery and for the
customary term approximating the term of the loan concracte
it shall be optional with the borrower to obtain such
insurance in an amount greater than the amount of tne loan
or for a longer term.

{«)} Subject to the laws of this states credit life
insurance and credit disability insurance may pe provided at
the expense of the borrower and may be provided by a
licensee upon the request of the borrower when the principal
amount of the Tloan exceeds $300s exclusive of the portion

thereof attributabie to insurance premiums and chargess if
any 1loan shall include amounts advanced for insurance
premiums and chargess such Joan shall not in any event
exceed 35254000.

(5) The insurance authorized by this section may be
solds obtainedsy or provided by or through a licensees and
the premium or i1dentifiable charge for the insurance may be
included in the principal amount of thne 1lcan; provideds
nowevers that no licensee shall require 2 borrower to
purchase such insurance from such Jlicensee 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 employeey affiliater or
associate of the 1licensee from the sales provisiony or

obtaining of insurance as authorized by this section shall

-l4~ HB 321
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not be deemed to be additional charges or a violation of
this chapters

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

{7)__The_ amounts of $300 and $25,000 in_subsection_{3)

and_{%) are_subject_to_change_pursuant _to__[section _921__on

adjustment of dollar_amounts."

Section 8. Section 32-5-402s MLAs is amended to read:

"32-5-402. Investigationse. {l) The department may 3ot
any time investigate any transaction with bo;rouers and may
examine the bookss accountss and records in this state to
discover violations of this chapter by:

t¥{a} 23 licensee;

¢23[{b) a person who advertises fors solicitss or holds
himself out as willting to make loans in amounts of $25.,000
or less; or

+3%(c) a person whom the department has reason to
believe is violating or is about to violate this chaptere

[2)_ _The amount of $25+000_in _subsection_[1)_is_sub ject

to__change_ _pursuant__to__the provisions of jsecticn 9] on

adjustment of dollar amounts.™

NEW_SECTIONe Section 9. Adjustment of dollar amounts.
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(1} From time to time the dollar amounts in [this act]
gesignated as subject to change shall changes as providea in
this sections according to and to the extent of chunges in
the Consumer Price Index for Urban Wage Earners and ilerical
Workers: UeSe City Averages all Itemss 1967 = 100s compiled
43y the burecu of labor statisticss department of labors antd
nereafter referred to 35 the index. The index for Oecembers
1980 shall be the reference base indexe

{2) The designatad dollar amounts shall change on July
1 of each even-numbered year if the percentage of changes
calculated to che nearest whole percentage pointy between
the index at the end of the preceding year and the reference
base index is 10% or mores but:

(a) the portion of the percentaye change in the index
in excess of a multiple of 10% shall be disregarded and the
dotlar amounts shall change only in multiples of iN: of tha
amounts appearing in [this act] on {the effective date of
this act]);

fo) the dollar amounts shall not change if the amounts
required Dy this section are those currently in efrect
pursuant to {this act] as a result of eartier application of
this section; ana

ic) the doilar amounts may not be reduced Delow the
amounts appearing in {[this act] on [the effective date of

this actje
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{3) If the index is reviseds the percentage of chanye
pursuant to this section shall be calculated on the oasis of
the revised indexe If a revision of the index changes the
reference pase indexs a revised reference oase index snall
22 determined by multiplying the reference base index then
applicable by the rebasing factor furnisned by the United
States bureau of labor statisticse. If the index is
supersededy the index referred to in this section shell ope
the one represented by the bureau of Tabor statistics as
reflecting most accurately changes in the purchasing power
of the doullar for consumerss

{4) The department shall adopt a rule announcing:

(a} on or before April 3J of each year in which dollar
amounts arz2 to changes tne changes in dollar amounts
required by suusection {2}; and

{o) promptly after the changes occure changes in the
ingex required by subsection {(3) includings 1f applicables
the numerical cquivalent of the reference base index under a
revised reference dase index and the designation or title of
any index superseding the 1ndex.

(5) A person does not violate (this act] with respect
to a transaction otherwise complying with [ this act] if he
relies on dollar amounts either determined according to
subsection (2) or appearing in the 1last rule of the

department announcing the then current dotlar amounts.

-t7- HeE 321
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awarded to the party in
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to the provisions of this chaptere.
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If the

fees may be
Jjudgment s

into pursuant

Sections 9 and

10 are intended to be codified as an integral part of Title

324+ chapter 5+ and the provisions of Title

apply to sections 9 anag 10.
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HJUSE BILL NO. 321

INTRGDUCED 8Y FABREGAs GODDOVERs MEYER. MENAHAN

A BILL FUR AN ACT ENTITLED: ™AN ACT REVISING THE MUNTANA
CONSUMER LUOAN ACT BY PROVIDING FOR THE ADJUSTMENT OF CERTAIN
OOLLAR  AMOUNT> IN ToE ACT TN ACCORDANCE WITH CHAMNGES 1IN THE
CONSUMER PRICE IWDEX; INCREASING CERTAIN CHARGESy INCLUUING
CERTAIN FEES TO BE PAID TJ THIRD PARTIES IN THE PRTINCIPAL
AMOUNT OF THE LOAN; PRUVIDING FOR THE UTILIZATION OF THE
OISCLOSURES REQUIRED By THE FcDERAL CONSUMER  (R&DET
PROTECTION ACT; ANU PRUVIDING FOR ATTORNEY FEES IN LEGAL
ACTIONS; AMENDING SECTIONS 32-5-102. 32-5-103s 32-5-20Ils

32-5-301 THRQUGH 32-5-303y 32-5-306s AND 32-5-402s M{A."

BE IT ENACTED BY THE LEGISLATURE OF THE STATC JF MUIONTANA:
Section le. Section 32-5-102s MCAy is amended to read:
"32-5-102. Definitions. Unless the context reguires
otherwises in this chapter the following definitions apply:
{1} ™“Person® means individuals, parctnershipsy
associationss corporationss and all leyal entities in the
loaning businesse.

(<) *tLicense”™ means one or both of the licenssas
provided for by this chaptere

{3} *“Licensee"™ means tne person holding a licensc.

{4) *Department™ wmeans the dgepartment of ovusiness

10
11
12
13
14
15
16
17
18
19

20

HB 0321702

regulation provided for in Title 2+ chapter 15s part 1l8.
{5) "Consumer type loan business"™ means the ousiness

of making loans of $25+000 or lesss which amount_is__Subject

to _change pursuant to the provisions of [section 9]»

generally repayable in substantially equal installments.®

Section 2. Section 32-5-103y MCAs is amended to read:

"32-5-103. Engaging in businass of wmaking loans
restricteds {1) No person shall engage in the Dbusiness of
making loans or advances of nonéy on credit in amounts of
$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 interasty
compensations considerations or expenses which in the
aggrenqate are greater than those provided Sy 31-1-10T{1l}»
except as provided in and authorized by this chapters A
person doing business under the authority of this state or
the United States relating to bankse trust companiesy
savings or building ang loan associationss credit unionsy or
a person engaged in pusiness 3as a licensed pawnbroker or any
person who s5hall extend credit in connection with the sale
of a commodity shall not oecome & licensee under this
chapter nor shall any of the provisions of this chapter
apply to any such exempted persons

{2y The oprovisions of subsection (I) shall apply to

any person w#who seeks to evade its applications by any
-2 H8 321
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devices subDterfuges or pretense whatsoever.

{3} any contract of loan in the making or collacticon
of which any act shall bave beea done which violates
sybsection (1) of this section shall be voidy and the lender
shall have no right to collects receivesy or retain any
principals interests or charges whiatsoever.

{4%) The amount of $25,000 in subsection {1) 1s subject

to_change_pursuant to the provisions of [section 91  on

adjustment of dollar amounts.*

Section 3. Section 32-5-201s MCAs is amended to read:

*32-5-201e License application and fees -
supplementary Jlicenses {1} (3} A place of business operated
under this chapter shall! property display on the premises a
nontransferable and nonassianable license. The same person
may obtain additional licenses wupon compliance with this
chapter as to each license.

tb) Application for a 1license shall be on 5 form
prescribed and furnished by the department.

fc€) A licensee may move his place of business from one
place to another within a county without obtaining a new
licensey provided he obtains written permission from the
departmente.

{d} with each application the applicant shall submit
$50 as an investigation fee and $125 as a license fees The

license fee shall be returned to the applicant if the
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application is denied. The license year is the ;aleadar
years and the license fee for any period less than & months
IS 362450 A ticense remains in force until surrendereds
suspendeds or revokeds

{2} wo licensee under the provisions of this chapter
shall lend wmoney in a total sum ygyreater than ¥1+4000 to any
borrower or to any borrower and spouse except unuer the
following circumstances:

{a}) When any person holding a lTicense providey for in
subsection (1) desires to make loans for any amount n
excess of $1+000 but not exceediny $25+000s the holder of
such license may apply to the department for a supplementary
Ticense and pay therefor an additional Yicensé. fee of %79
per caltendar vyear or one-half of said sum tor any period
less than ¢ monthse

{b) The department shall grant, on applicétion, a
supplementary license to a holder of a license provided for
in subsection (1l})e

{c) bSection 32-5-204 shall be applicable as to time of
payment of supplementary license fee and-penatry for faiiure
to pay the samee

{d) Provisions of 32-5-301 relating to refundse feess
and charges and the gother provisions of this chapter not
inconsistent with this section shall be applicable to loans

made under authority of a supplementary licensce
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(3 A1l moneys collected under the authority of this
chapter shall be paid into the state treasury by the
departmente

(4)__The_ amounts_ _of _31,000 and $25,000_in_subsactioun

{2} are subject_to_change _pursuant _to _the__provisions__gof

Lscction 9je"

Section %. Section 32-5-301s MCAs is amended to read:

"32-5-331l. Chargesy refundss penaltiess Ffiliny fees.
{l) Evwery licensee hereunder may contract for and receive on
any loan of money not exceeding $l+00u in principal amount:

fa) chdarges st rates not in excess of 320 per year pur
$100 on thot part uf the principal amount of the loan not
exceediny 336 35033

(b} 316 per year par $100 on that part of tha
principal amount of tha loan exceeding 3398 2500 obut not
exceeding +5085-end $15000,

tet--siz2--per--year--per--$1685--on--that--part-—nf--tne
primetpat-amevar-nf-the-toan--tn--exeess--of-~358R--put—-net
exceedtny-ttyBubs

{2) The nolder of a supplementary license may contract
for ana receive charyes at rates authorized for licensees in
subsection (1) for the first 11+000 of the principal smount
of any 1can snd w3y contract tor and receilvz charges at
rates not in excess of SER $12 per year per 3107 on that

part of the principal amount f any loan exczeding §1.007
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but not exceeding 3T+500.

{3) Chargyes in (1)} and {(2) shall be computed at 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 instuallment irrespzctive of the fact that
the Joan 1s payable in instalimentse Said charyes shatl pe
added to the principalt of the locan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is mades For the purpose of computing charges
for a fraction of a months a a3y shall be considersd
one-thirtieth of a month.

{4) uUn loans of $90 or less a licensee may charges 1in
liew of charges specified 1in {1) of this sectiony not in
excess of 31 for eacn 35 of cash or cradit advanced to the
borrowar up to the amount of $%0e A perioc of at least 1S
days must pe allowed for the repayment of each $5 cash or
credit advancede Such charges cannot bpe assessed oy any
supterfuge or device on any loan over %90 or on any balance
of 390 or less when the oriyinal loan was greater tihan $90.

15) dAbhen any tdan contracty new loans renewals or
otherwisey is paird in full by cash 1 month or more oefore
the final installment dates the licensee shall refund or
credit the Dborroser with that portion of the total charges
whicn shall oe due tne borrower as determined by schedules

prepared ounder the rule of 78ths or sum of the gigjits
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principte as follows: the amount of the refund or credit
shall be as. great a proportion of the 1rotal cnarges
originaliy contracted for as the sum of the consecutive
monthly balances of the contract scheduled to follow the
date Of prepayment bears tou the sum of all th2 consecutive
monthly balances of the contracts doth sums to be determined
according to the payment schedule uriginally contracted for.

(6) tay Iif the contract so providess che additional
charye for any amount past due according to the original
terms of the contracts whether by reason of default or
extension dgreements may be 5% of the amount past dues and
said amount may DLe charged once and no mores

fthi-—If---two---instaiimenta--or--parta-—cheresf--of--s

precomputed-tosn-are-in-defavie-—for--18-—days--er--morey--a

titeensee-—may--etect-—to-cenvert—-the-}oan-from-a-precomputed

in--this-—event--he--shati--make-—-a--rebate-—-pursgant-to-the

previsitons—of-subpseceion-f{5}-as-tf-the-—doate-—of-~-prepayment

were--t--day--pefore--the--maturity--date--of-the-detingoent

tnatatiment-nearest-to-the-conversion-datey-—-—and-~-thareafter

may—-make--charges—ag-the-sinsie-annuai-percantage-rate-that

would--earn--the--seme--charges-—as--the--gradvesed--tharges

permrtted--hy-subsection-tit-when-the-dept-ts-psid-agccording

to-the-actuariai-methods

t7) {a)l The licensee may ee+4eee——Fron——thé—-berro-er
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include _in_the principal _amount of any_ loan the actual fees

paid a public official or agency of the state for Filinys
recordingy or relteasing any instrument securiny the loaxn.

{b)_ The licensee _mey_include_in_the_principal amount

of any loan oona_ fide_ _charges related _to__real_ _estate

security and_paid to_third parciess _including:

{i) _fees or _uremiums__for title examnationsy title

insurances or_similar_purposes_including_survey;

{il) fees__for _preparativn__of_ _a deeds settiemeit

statementy Or vther _documentssi

{iii) fees_for motarizino_deeds and other documents;

Liv) appraisal fees;

(v} _fees for_credit reports; and

fvi) fees_ _paid__to__a__trustee for release of a trust

deed.

{8) No further or eother charges shall be directly or
indirectly contracted for or received by any Ticensee except
those specifically autnoriced by this chaptere No licansee
shall di;iae into separate parts any contract made for toe
purpose of or with the effect of outaining charges in excess
of those authorizea by this chaptere AlY balances due to a
licensee from any person as a borrower or as an endorsers
gJuarantore or surety for any borrower or otherwise or due
from any husband or wifes jointly or severallys snall be

considered a part of any loan being made by a licensee to
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such person for the purpose of computing interest or
charyess If any amount in excess of the charges permitted oy

this chapter is chargeds contracted fory or and receiveds

except as the result of an accidental and bona fide error of

computations thne-esntract-of-tean--shati--pe--vord--amd the
licensee shall have no right to collect or receive any
prrmetpaky chargesv—or—recompense-whatsoever.

{9} On any loan of money exceeding $79500 in principal
amounts a licensee may not make charges a5 provided in
supsections (1) and (2) but shall make charges in accordance
with tha provisions of this subsection through subsection
(12}

(10) un any loan of money exceeding 37.500 out not
exceeding $254000 1in principal amounty o licensee may
contract and receive charges at a4 rate not 1in excess oOF
t-1#2% 24 per month on the principal amount as follows:

{a} tharyges shall be computed on unpaid balances of
the prancipal amount outstanding from time to time for tne
acrtual time ourstandinge Each payment shalil be apnlied
first te accumuiated charges and the remainder of the
payment applied to the unpasic principal balances except that
if the amount of the payment is insufficient to pay the
accumulated chargess unpaia charges continue to accumulate
to be paid fruom the proceeds of subsequent payments and are

not added to the nrincipal balancea.
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{b) Lharyes made under this subsection may not be
payable in ausvance or compounded. Howeversy if part or all of
the consigeration for 3 new Yoan contract is the unpaid
principal palance of a prior loans the principal amount
payable wunder such new 10an contract may include any unpaid
charges which nave accruede The resulting loan contract is a
new and separate 1oan transaction faor all purposes. The
principal ovalance of a prior loan on which charges have been
made pursuant to subsections {1) and (2) is the balance due
after refund or credit is given to the borrower pursuant to
subsection {5).

{11) For purposes of computing charges for a fraction
of a months a gay is considered one-thirtieth of a monthe.

(12) The provisions of subsections {5) and {6) do not
apply to loans made under subsections (9) through {(ll).

{13) The_ amounts__of _$90s__$5500s 313000+ $7+500s and

4253300 in_subsections (l)s (2} {(&)» (S)s__and__(10) are

subject_ _to_chanye pursuant to_the provisiuns of [Section 3]

on adjustment of dollar amountsa™

Section 5. Section 32-5-302s MCA, is amended to read:

"32-5-302. Instalilment payment —-- contract pericde (1)
No licensee may enter into any contract of loan:

{2) of $3500 or lecsss exclusive of charyess under which
the borrower agrees to make any scheduled repayment of

principal more than 21 calengar wmonths from the date of

-10- H3 321
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making such contract;

(b} for more than $300 to and .ncluding $i+000
exclusive of chargess under which the Dborrower agrees to
make any scheduled repayment of principal wmore than 25
calendar months from the date of makiny; or

{c) for more than $1+000 to and including ¥$Zvy889y
$2+500y exclusive of chargess under which the Borrower
agrees to make any scheduled repayment of principal mors
than 37 calendar months from the date of makingt-er

td}-~fFor-—-more--than--$2vr886-—-to--and-inetuding-$2v560y
exelusive-of ~chargesy-under—which--the--berrower--agrees--te
moke—-any~-scheduted-~repayment—--of--princrpat--more-tnan-3F
catendar-months—from—-the-date-of-making.

{2) Every loan contract snall requirg payment of
principal and charges in installments which shall be payable
at approximatety equal periodic intervalss except that
payment dates may be omitted to accommodate borrowers with
seasonal incomess. No installment contractea for may oer
substantially larger than any preceding installmente When a
Ioaﬁ contract provides for monthly installmentss the first
installiment may be payable at any time within 45 days of the
date of the loan and the charges for the numoer of Jays in
excess of 30 from the vate of making may be addea to the
scheduled amount of the installments. ‘

{3)__The__amountS of §300s $1,000s _and__$24350u in
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subsection _{1l])_ _are__subject _to__change _pursuant _to _the

provisions_of [section 9] on_adjustment of deoliar__amounts

.

Section 6. Section 32-5-303s MCAe i5 amended to read:
®32-5-303. GEorrower to receive copy of contract or
statement of contents. At the time the loan is made. tnere
#ill be delivered to the borrowers or 1f theres be two or

more Dporrowers to one of thems either _the djsclosures

reguired by the Federal Lonsumer Credit__Protection Acty 2

copy of the 1lgan contracty or a written statement 1n the
English langueye showing in clear and distinct terms:

{1} the name and address of the lender and of one of
the borrowers or a maker of the ioan;

t2) the date of the loan contract;

(3 the schedule of installments or description
thereof;

t4) the principal amount of the 10an excluaing
charges;

{5) .the rate or amount of charges as the contract may
provides

{e) cthe amount collected or paid out for each kind of
insurances if anyi

(7)) the amount collectad or paid out for filing and
other fees as allowed in 32-5-301({7);

{8) the collateral or security for the lcan including

atl other accommodation or other joint makers (comakers);
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{9} that the bporrower may prepay the loan in shole or
in part at any time Jduring a licensez®s reqular ousiness
hours ande in case tne charges have been added to the
principal of the loans that such charges are subject to the
retfund requirements of 32-5-301(5) if such loan 1s prepaid
in full.”

Section 7. Section 32-5-306s MCA, i5 amended to read:

#37-5-306. Insurancee. (1) No insurance of any kind
shall be written by a licensee or employees affiliates or
associate of the licensees in connection with any loan
except as hereinafter provided.

{2) lnsur ance permitted under the provisions of this
section shall be obtained tnrough an insurance cumpany
authorized to conduct such business in Montana by a duly
licensed agent or agency of this state. Premiums snall not
exceed those fixed by law or current applticable manual
ratese Insurance written as authoriZzed by this section may
contain o« mortgyagee 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 3 borrower to
insure property uffered as security against any substantial
risk of 1lossy damages or Jestruction for an amount not to

exceed tne reasonable value of the property i1nsured or the

-13- HB 321

10
11
12
i3
14
15
16
17
18
19
20
21
22
23
24

25

HB 0321702

amount of the loans whichever is smallers and for the
customary term approximating the term of the loan contracte.
It shall be optional with the borrower tO obtain such
insurance in an amount greater than the amcunt of the 1loan
or for a longer term.

(4) Subject to the laws of this statee credit life
insurance and credit disability insurance may De provided at
the expense of the borrower and may be provided by a
licensee upon the request of the bbrrower when the principal

amount of the 1loan exceeds 3300y exclusive of the portion

thereof attributable to insurance premiums and charges. if
any loan shall include amounts advanced for insurance
premiums and chargess such loan shall not in any event

exceed $5£54000.

(5) "The insurance authorized by this section may be
solds obtainedy or provided by or through a licensees and
the premium or identifiablie charge for the insurance may be
included in the principal amount of tine loan; providede
howevers that no licensee shall require a borrower to
purchase such insurance from such ticensee or from any
particular agenty iirokery or insurance company a5 2
condition precedent for the obtaining of a loane. Any gain or
advantage to tihe lticensee or any employees affiliates or
associate of the licensee from the sales provisions or

obtaining of insurance as authorized by this section shall

14~ HB 321
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not be deemed to be adaitiomal! charges or a violation of
this chaptere

{6) A licensee shall not require insurance under this
section wuntil any existing insurance of the same type hos
expired or has been canceled and the unearned portion of the
premium for the canceled insurance has been rebated to the
borroweras

{7)__The_ _amounts of 3300 and_$25,000 in_subsection_ {3}

and_{4)_ are subject to_cnange pursuant _to_ _[section _9]1 _on

adjusteent of _dollar_amounts.”

Section 8. Section 32-5-402, MCAsy is amended to read:

"32-5-402«. Investigationss [1) The department may at
any time investigate any transaction with borrowers and may
examine the bookss accountss and records in tnis stace to
discover violations of this chapter by:

tt¥(a) o licenaiee;

t23({b} a person who advertisas fors solicitss or holus
nimself out as willing to make loans in amounts of $25,000
or tess; or

t33{c) a person whom the department has reason to

‘believe is wviolating or is about to violate this chaptere

{2} __The amount of $25.000 jin subsection {1} i5 subject

to_, chanye pursuant_ _to__the provisions of jsection 9] on

adjustment of dollar amounts."

MNEW _SECTIUNs Section 9. Adjustment of dollar amountse.
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(1) From time to time the dollar amounts in {this oct]
desiynated as subject to change shall changes os provideo in
this sections according to and to tha2 extent of changes in
the Consumer Price Tndex for Urban Wage Earners and ilerical
Workers: UeSe City Averages all Itemss 1967 = i00s compiled
by the bureau of 1abor statisticse department of labors and
nhereafter referred to as the index. The index for Jecembers
1980+ shall be the reference base iniex.

{2) The desiynated dollar amounts shall change on Jsuly
L of each even-numbered year if the percentage of chnanges
calculated to the nearest whole percentage pointe bztween
the index at the end of the preceding year and the raference
base index is 10X or mores but:

ta) the portion of the percentaye change in the index
in excess of a multiple of 10 shall be disregarded and the
doellar amounts shall change only 1n multiples of (N4 of the
amounts appearing in [this act] on [the effective date of
this act]s;

tb) the dollar amounts shal!l not change if tne amounts
required by this sectjon are those currently in effect
pursuant to [this act] as a result of earlier application of
this section; ang

(c} the dollar amounts may not he reduced below the
amounts appearing in |this act] on [the effective date of

this actje

16~ HB 321
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{3) If the index is reviseds the percentage of chanyge
pursuant to this saction shall be calculated on the pasis of
the revised indexe If a revision of the index changes the
reference nase indexs a revised reference base index shall
be aetermined by multiplying the reference base index then
applicasble by the rebasing factor furnished by the uUnited
States bureau of labor statisticse If the index 1is
supersededy the index referred to in this section shall pe
the one represented by the bureau of labor statistics as
reflecting most accurately changes in the purchasing powar
of the dollar fo} consumerss

(4) The department shall adopt a rule announcing:

ta} on or before April 33 of each year in which doilar
amounts ar2 to changey tne chsenges in dollar amounts
required by subsection (2); and

{p} promptly after the changes occury changes in the
ingex requirea by subsection (3) includings if applicables
the numerical ¢quivalent of the reference base index under a
revised reference dase index and the designation or title of
any index supersediny the i1ndexe.

(5} A person does not violate this act] with respect
to a transaction otherwise complying with [ tnis act) if he
relies on dollar amounts either determinead according to
subsection (2) or appearinc in the Yast rule of the

gepartment zanouncing the then current dollar amountse.

-17- nf 321

+ w N

o

HB Q321,02

NEW_SECTIJNe. Section 0. Attorney feese If tne
contract so providess reascnable attorney Ffees may wpe
awarded to the party in whose favor final  judgment is
renderead in any action on a contract entered into pursuant
to the provisions of this chapters

S2ction 11. Codification instruction. Sections 9 and
10 are intended to be codified as an integral part of Title
32, chapter 5+ and tne provisions of Title 32+ <chapter 3.

apply to sections 9 and 10.

-End-
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STATEMENT OF INTENT
HOUSE BILL 321

Senate Business and Industry Committee

A statement of intent is reqguired for this bill because
it requires the Department of Business Regulation to adopt a
rule by April 30 of each even-mumbered yeary reflecting
adjustment of des ignated dollar Jamounts according to
fluctuations in the consumer price index.

The legislature intends that the amounts be computed 3s
required in [sectjon 9]. The department may adopt a rule for
revision of the reference base index in the event that the
consumer price index s revised as provided in subsection

{3) of [section 9]}
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HOUSE BILL ND. 321

INTRODUCED BY FABREGA» GOODOVER, MEYERs MENAHAN

A BILL FOR AN ACT ENTITLED: ™AN ACT REVISING THE MONTANA
CONSUMER LOAN ACT 8Y PROVIDING FOR THE ADJUSTHMENT OF CERTAIN
DOLLAR AMOUNTS IN THE ACT IN ACCORDANCE WITH CHANGES IN THE
CONSUMER PRICE INDEX; INCREASING CERTAIN CHARGESe INCLUDING
CERTAIN FEES TO BE PAID TO THIRD PARTIES IN THE PRINCIPAL
AMOUNT OF THE LOAN; PRCVIDING FOR THE UTILIZATION OF THE
DIZCLOSURES REQUIRED B8Y THE FEDERAL CONSUMER (REDIT
PRUTECTION ACT{ AND PROVIDING FOR ATTORNEY FEES IN LEGAL
ACTEIOGNS; AMENDING SECTIONS 32-5-102s 32-5-103y 32-5~201»

32-5-3C1 THROUGH 32-5-303s 32-5-306+ AND 32-5-402: MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 32-5-102+ MCAy is amended to read:
"32-5-102. Definitions. Unless the context requires
otherwises in this chapter the following definitions apply:
(1) "Person™ means individualsy partnershipssy
associationss corporationss and all legal entities in the
looning business.

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

{3} "lLicensee™ means the person holding a licensc.

4) "Department™ means the dJdepartment of business
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regulation provided for in Title 24 chapter 15s part 18.
(5) "Consumer type loan business”™ means the business

of making loans of $25+000 or lesss which amount_is _sub ject

to _change pursuant to_ the oprovisions of {section_ 9]s

generally repayable in substantially equal installments.”

Section 2. Section 32-5-103y MCA, is amended tc read:

#32-5-103. Engaging in business of making 1loans
restrictedes {1) No person shall engage in the business of
making loans or advances of money on credit in amounts of
$25:000 or less and contract fore chargers or vreceive
directly or indirectly on or in connection with any such
loan or advance any chargess whether for interests
compensations considerations or expenses which in the
agyregate are greater than those provided by 31-1-107{1l}+
except as provided in and authorized by this chaptera A
person doing business under the authority of this state or
the United States relating to banksy trust companiess
savings or building and loan associationss credit unionss or
a person engaged in business as a licensed pawnbrox«er 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 exampted persone.

(2) [IThe provisions of subsection {i) shali apply to

any person who seeks to evade its applications by any

-2~ HS 321
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devices subterfuges or pretense whatsoevere.

{3) Any contract of loan in the making or coltection
of which any act shall have been done which violates
subsection (1) of this section shall be voide and the tender
shall have no right to collects receiver Or retain any
principaly interestsy or charges whatsoeveres

{4) The amount of $25,000_ in_subsection {1} is_sub ject

to _change pursuant to_  the provisions of [section_ 9] on

adjustment of dollar amountse®

Section 3. Section 32-5-201s MCAs is amended to read:
"32-5-201. License application and fees -
supplementary fticenses (1) (3} A place of business operated
under this chapter shall properly display on the premises a
nontransferable and nonassigrable licensee. The same person
a3y obtain additional licenses upon compliance with this
chapter as to each licenses

{b) Application for a license shal! be on a form
prescribed and furnished by the departmente.

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

(d) with each application the applicant shall submit
350 as an investigation fee and %125 as a license fees. The

license fee shall be returned to the applicant if the
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application is denied. The license year is the caltendar
years and the license fee for any period less than 6 months
is $6250. A license remains in force until surrendereds
suspendedy Or revokede

{Z) 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 and spouse except under the
following circumstances:

{a) When any person holding a license provided for in
subsection (1) desires to make loans for any amount n
excess of $1,000 but not exceeding $25,000+ the holder of
such license may apply ta the department for a 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.

{b} The department shall grants on applications a
supplementary license to a hoider of a license provided for
in subsection (l)e

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

f{d) Provisions of 32-5-3Q1 relating to refundses feesy
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to Joans

made under authority of a supplementary licensee
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{3} A1l wmoneys collected under the authority of this
chapter shall be paid into the state treasury by the
departmente.

{4) The amounts of 31+000 and $25,000 in_subsection

{2} _are_subject_ to _change pursuant_ _te _the provisions__of

Section 4. Section 32-5-301s MCA, i5 amended to read:

*32-5-301. Chargess refunds: penaltiessy filing fees.
(1) Zvery licensee hereunder may contract for and receive on
any loan of money not exceeding 3t+000 in principal amount:

[d} <charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the loan not
exceeding %386 3500

{b) $16 per year per 3100 on that part of the
principal amount of the loan exceeding 4388 35500 but not
exceeding +586+-and 313000,

te}—-~-$t2-—per--year-—per--$168--on--that-~part-—of--the
principat-amount-of-the-}osn--tn--excess--of--5508--put--not
exceeding-5v060=

{2} The 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 loan and may contract for and receive charges at
rates not in excess of %8 $12 per year per %100 on that

part of the principal amount of any loan exceeding §1.,000

-5 HE 321

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0321702

but not exceeding $7+500.

{3) Charges in {l1) and {2} shall be computed at the
applicable rates on the fulle 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 loan is payable in installments. 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
time the loan is made. For the purpose of computing charges
for a fraction of a monthsy a day shall be considered
one—thirtieth of a monthe.

(4) On lvans of $90 or less a3 Ticensee may charges in
lieu of «charges specified in (1) of this sections not in
excess of 31 for each $5 of cash or credit advanced to the
borrower up to the amount of $90. A period of at least 15
days must be allowed for the repayment of each $5 cash or
credit advanced. Such charges cannot be assessed by any
subterfuge or device on any '0an over %90 or on any balance
of 390 or tess when the original toan was greater than $90.

{5) when any loan contracty new loans renewals or
otherwises is paid in full by casn 1 month or more before
the final installment date: the licensee shall 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 78ths or sum of the digits
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principle as follows: the amount of the refund or credit
shall be as great a proportion of the totat charges
originally contracted For as the sum of the consecutive
monthly balances of the contract scheduled to follow the
date of prepayment bears to the sum of al?! the consecutive
monthly balances of the contract, both sums to be determined
according to the payment schedule originally contracted fora.

(6) tay If the contract so providess the additionsl
charge for any amount past due according to the original
terms of the contracts whether by reason of default or
extension agreements may be 5% of the amount past dues and
said amount may be charged once and No moree

toi-—if--—two---instaitments——or--perts--thereof--of--a

precomputed—toan-are-in—defouit-—for-—i8--days—-or-—morey--a

treensee——may-—-elect-—to-convert-the-toan—from-a-precomputed

one—-to-one-in—whith-eharqes-are-dased-—on—-cnpaid--batancess

in--this-—event-—he--shali--make-—a--rebate--pursvent-to-the

provisions-of-subsection-{53-as3-if-the--dote-—of-—prepayment

were--i--day-—before-—the-—maturity-—date—-pof-the-detingquent

trstaiinent-nearest—to-the—conversion—datey——snd-—thereafier

may--make--charges-at-the-singie-annvai-percentage-rate-that

wonld-~earn-—the-—same--charges--gs--the--gradusted--charges

permitted-—by-sugbsection-tij-when-the-debt-t3-paitd-aceording

to-the-actuariai-methods

(T) fa} The licensee may coliect—-from—the-—borrower
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include in the principal _amount of any loan the actual fees

paid a public official or agency of the state Ffor filings
recordings or releasing any instrument securing the loan.

Ib) The 1licensee may include in_the principal amount

of _any_ _ltoan__bona__fide _charges related_ to _real estate

security and paid to third partiesy_including:

1) fees or premiums for title examinations title

insurancey or similar purposes_including survey;

{ii}) fees Ffor preparation_of_ _a deedy settiement

Statements or othesr documents;

{iii) fees for notarizing deeds _and_other documents;

{iv) appraisal fees;

Ivl__fees for credit reports; and

{vi) fees paid_ to a_ trustee for release of a trust

deed.

{B) No further or other charges shall be directly or
indirectly contracted for or received by any licensee except
those specifically authorized by this chapter. No licensee
shall divide into separate parts any contract made for the
purpose of or with the effect of obtaining charges in excess
of those authorized by this chaptere. Al) balances due to a
licensee from any person as 3 borrower or as an endorsers
quarantore or surety for any borrower or otherwise or due
from any husband or wifes jointly or severallys shall be

considered a part of any 'oan being made by a licensee to
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such person For the purpose of computing interest or
charges. If any amount in excess of the chargyes perwitted by
this chapter is chargeds contracted fore or and recciveds
except as the result of an accidental and bona fide error of
computations the—contract-of-toan--shali--be--votd-—-and the
Ticensee shall have no right to collect or receive any
principatys chargesy-or-recompense-whatsoever.,

{9) On any loan of money exceeding 37+500 in principal
amounty & licensee may not make charges as provided in
subsections (l) and (2} but shall make charges in accordance
with the provisions of this subsection through subsection
{12}«

{10) On any loan of money exceeding $T+500 but not
exceeding $25,000 in principal amounty a Yicensee may
contract and receive charges at a rate not in excess of
+-172% 2% per month on the principal amount as follows:

{a} Charges shall be computed on unpaid batances of
the principal amount outstanding from time to time for the
actuadl time outstandinge Each payment shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balances except that
if the amount of the payment 15 insufficient to pay the
accumulated chargess unpaid charges continue to  accumul ate
to bpe paid from the proceeds of subsequent payments and are

not added to the principal balancee
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(b) Charges made under this subsection @ay not be
payable in advance or compounded. Howevery if part or all of
the consideration for a new loan contract is the unpaid
principal balance of a prior lcans the principal amount
payable wunder such new loan contract may include any unpaid
charges which have accrued. The resulting loan contract is a
new and separate loan transaction for all purposes. FThe
principal balance of a prior loan on which charges have been
made pursuant to subsections (1) and (2} is the balance due
after refund or credit is given to the borrower pursuant to
subsection {(5}.

{11) For purposes of computing charges for a fraction
of a months a day is considered one—thirtieth of a month.

{12} The provisions of subsections (5) and {6} do not
apply to loans made under subsections (9) through (1l)e«

{13) The amounts of $90, 3500y $1+000¢ $74500s and

$255000 _in subsections {1}y [2)s {%}s (9)s and {i0) are

subject to_change pursuant _to the provisions of_[section 9}

on_adjustment of dollar amguntSe*®

Section Se Section 32-5-302+ M(As is amended to read:

"32-5-302. Installment payment -- contract periode (1)
No ticensee may enter into any contract of loan:

tay of 3300 or lesss exclusive of chargess under which
the borrower agrees to make any scheduled repayment of

principal more than 21 calendar months from the date of
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making such contract;

(b} for more than $300 to and including $14000s
exclusive of chargess under which the borrower agrees to
make any scheduled repayment of principal more than 25
calendar months from the date of making; or

{c) for more than $1+000 to and including $2v888y
$2+500¢y exclusive of chargess under which the borrower
agrees to make any scheduled repayment of principal more
than 37 calendar months From the date of makingi-or

tdy-—fFor—more--than—$2v666-—to-—~and-tnetuding-5$2+v586y
exctcsive-of-chargesy-under ~which-~the--borrower—--agrees—-to
make-—any—-schedoted--repayment——of--principai--aore—than-3¥
catendar-months—from—the-date-of-making.

{2) Every 1loan «contract shall require payment of
principal and charges in installments which shall be payable
at approximately equal periodic intervalsy except that
payment dates may be omitted to accommodate borrowers with
seasonal incomes. NO instaliment contracted for may be
substantially larger than any preceding installment. When a
loan contract provides for monthly installmentsy the first
installment may be payable at any time within 45 days of the
date of the loan and the charges for the number of days in
excess of 3G §from the date of making may be added to the
scheduvled amount of the installments.

{31 The awmounts of $300, $1,000+s and__$2+500 in
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subsection {1} are_subject to change pursuant to__the

provisions of [section 9] on_adjustment_of dollar_amounts.*

Section 6. Section 32-5-303y MCAs is amended to read:
*32-5-303. Borrower to receive copy of contract or
statement of contents. At the time the loan is mades there
will bé delivered to the borrowery or if there be two or

more borrowers to one of themy either the disclosures

required_by the Federal Consumer Credit Protection Acts, a

copy of the loan contracts Oor a written statement in the
English language showing in clear and distinct terms:

{1} the name and address of the lender and of one of
the borrowers or a maker of the loan;

{2} the date of the loan contract;

{3) the schedule of instailments or description
thereof;

{4} the principal amount of the lcan excluding
charges;

{5} the rate or amount of charges as the contract may
provide;

{6) the amount collected or paid out for each kind of
insurances if any;

(7) the amount collected or paid out for filing and
other fees as allowed in 32-5-301(7):

{8) the collateral or security for the loan including

all other accommodation or other joint makers (comakers});
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{?) that the borrower may prepay the loan in whote or
in part at any time during a lticensee's regular business
hours andsy in case the charges have been added to the
principal of the loans that such charges are subject to the
refund requirements of 32-5-301(%) if such loan is prepaid
in full.™

Section 7. Section 32-5-306&y MCAs is amended to read:

"32-5-306. lnsurances (1) No insurance of any kind
shatll be written by a Vicensee or employees affiliates oOr
associate of the licensees in connection with any loan
except as hereinafter provideds

(2) lnsurance permitted under the provisions of this
section shall be obtained through an insurance company
authorized to conduct such business in Moatana by a duly
licensed agent or agency of this state. Premiums shall not
exceed those fixed by law or current applicable manual
rates. Insurance written as authorized by this section may
contain a mortgagee clause or other appropriate provisions
to protect the insurable interest of the licensee.

{3) #hen the principal amount of the loan exceeds $300
exclusive of the portion thesreof attributable to insurance
premiums and chargess the licensee may require a borrower to
insure property offered as Security against any substantial
risk of losse damages or destruction for an amount not to

exceed the reasonable value of the property insured or the
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amount of the loans whichever is swallery and for the
customary term approximating the term of the loan contracts
it shall be optional with the borrower to obtain such
insurance in an amount greater than the amount of the loan
or for a longer term.

{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 may be provided by a
licensee upon the request of the borrower when the principal
amount of the loan exceeds $300s exclusive of the portion
thereof attributable to insurance premiums and charges. If
any loan shall include amounts advanced for insurance
premiums and chargess such loan shall not in any event
exceed $25¢000.

{5) The insurance authorized by this section may be
soids obtainedy or provided by or through a Jlicensees and
the premium or identifiable charge for the insurance may be
included in the principal amocunt of the loan; provideds
howevers that no licensee shall require a borrower to
purchase such insuran;e from such licensee or from any
particular agente brokery or insurance company as a
condition precedent for the obtaining of a loane. Any gain or
advantage to the licensee or any employees affiliates or
associste of the licensee fraom the sales provisions or

obtaining of insurance as authorized by this section shall

~1l4- H3 321



10
11

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

25

HB 0321/02

not be deemed to be additional charges or a violation of
this chapter.

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

{7)_The _amounts of $300 ond $25:000 in subsection_{3)})

and_ (%) 3re_subject to change pursuant to [section 9] _on

adjustment of dollar_ amounts."

Sectjon B. Section 32-5-402« MCAs is amended to read:

*32-5-402. Investigations. (1] The department may at
any time investigate any transaction with borrowers and may
examine the bookse accountss and records in this state to
discover violations of this chapter by:

t1¥La) a licensee;

+2¥{b) a person who advertises fore solicitss or holds
himself out as willing to make 1oans in amounts of 325,000
or lessi or

+3¥4c} a person whom the department has reason to
believe is violating or is about to violate this chapter.

{2) The omount of $25,000 in subsection (1] is_sub ject

to_ change pursuant to the provisions of [section 2] on

adjustment of dollar amounts.”

NEW_SECLTIONe Section 9. Adjustment of dollar amounts.
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{1} From time to time the dollar amounts in [this act])
designated as subject to change shall changes as provided in
this sections according to and to the extent of changes in
the Consumer Price Index For Urban Wage Earners and Clerical
Aorkers: UeSe Lity Averages All itemsy 1967 = 100s compiled
by the bureau of labor statisticse department of labors and
hereafter referred to as the index. The index for Decembers
1980+ shall be the reference base index.

(2) 7Fhe designated doi)ar amounts shall change on July
1 of each even—-numbered year if the percentage of change,
calculated to the nearest whole percentage points between
the index at the end of the preceding year and the reference
base index is 10%¥ or mores but:

{a) the portion of the percentage change in the index
in excess of a multiple of 10% shall be disregarded and the
dollar amounts shall change only in multiples of 10% of the
amounts appearing in [this act] on [{the effective date of
this act];

(b} the dollar amounts shall not change i¥f the amounts
required by this section are those currently in effect
pursuant to [this act} as a result of earlier application of
this section; and

{c) the dollar amounts may not be  reduced below the
amounts appearing in [this act] on [the effective date of

this actj.
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(3) If the index is reviseds the percentage of change
pursuant to this section shall be calculated on the basis of
the revised indexe IFf a revision of the index changes the
reference base indexy a revised reference base index shaltl
be determined by multiplying the reference base index then
appliicable by the rebasing factor furnished by the United
States bureau of labor statisticse If the index is
supersededs the index referred to in this section shall be
the one represented by the bureau of labor statistics as
reflecting most accurately changes in the purchasing power
of the dollar for consumersae

{4} The department shall adopt a rule amnouncing:

{a) on or before April 30 of each year in which dollar
amounts are to changes the changes in dollar amounts
required by subsection (2); and

{b} promptly after the changes occure changes in the
index required by subsection (3) includinge if applicables
the numerical equivalent of the reference base index under a
revised reference base index and the designation or title of
any index superseding the indexs

{5} A person does not violate {this act] with respect
to a transaction otherwise complying with {this act] if he
relies on dollar amounts either determined according to
subsection (2) or appearing in the last rule of the

depertment announcing the then current doilar amountse.
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NEW_SECTION. Section 10. Attorney feess If the

contract SO providess reasonable attorney fees may be
awarded to the party in whose Ffavor final judgment is
rendered in any action on a contract entered into pursuant
to the provisions of this chapter.

Section 1ll. Codification instruction. Sections 9 and
10 are intended to be codified as an integral part of Title
32y chapter 5+ and the provisions of Title 32y chapter 5S¢
apply to sections ¢ and 10

-End-
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March 16, 1981

SENATE STATEMENT OF INTENT ON HOUSE BILL NO. 321
(Business & Industry)

A statement of intent is required for this bill because it requires
the department of business requlation to adopt a rule by April 30 of
each even numbered year, reflecting adjustment of designated dollar

amounts according to fluctuations in the consumer price index.

The legislature intends that the amounts be computed as required
in [section 9]. The department may adopt a rule for revision of the
reference base index in the event that the consumer price index is

revised as provided in subsection (3) of [section 9].



