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A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT SUPPLEMENTARY 

LICENSEES UNOER THE CONSUMER lOAN ACT TO MAKE lOANS IN ANY 

AMOUNT; AMENDING SECTIONS 32-5-102o 32-5-103o 32-5-201o 

32-5-301, 32-5-306, 32-5-402, AND 32-5-501o MCA.• 

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

Section 1. Section 32-5-102, MCA, is amended to read: 

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

otherwise, in this chapter the following definitions apply: 

(1) •Person• means individuals., partnerships., 

dSSoci~tions, corporations, and all legal entities in the 

loaning business. 

(2) •License• m~ans one or both of the licenses 

~rovided for by this chapter. 

(3) "Licensee• means the person holding a license. 

(4) "Department• •eans the departmP.nt of commerce 

pl"ovided ·for in Title z., chapter 15t part ld. 

(5) •consumer type loan business• means the business 

of m a~ i n g 1 o an s ef.-4r§~9-&r-h'!t'!ty-w+t+eh-e.ettn~-+-s--"Stltl~'t 

~e--~eft~e-~~5daft~-~~e-~ev+~-ef-3r-5-t&+. generally 

repayable in substantially equal installments.• 

Section 2. Section 32-5-103, MCA., is amended to reaa: 
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•32-5-103. Engaging in business of making loans 

restricted. (1) No person shall engage in the business of 

making loans or adYances of aoney on credit in ~~~ 

"STee&-M"--.._,-s any amount and contract for, charge. or 

receive directly or indirectly on or in connection with any 

such loan or advance any charges, whether for interest. 

co18pensation, consideration, or expense, which in the 

aggregate are greater than those provided by 31-1-107(1)• 

except as provided in and authorized by this chapter. A 

person doing business under the authority of this state or 

the United States relating to banks. trust companies, 

savings or building and loan associations. credit unions, or 

a person engaged in business as a licensed pawnbroker or any 

person who shall extend credit in connection with the sale 

of a commodity shall not become a licensee under this 

chapter nol" shall any of the provisions of this chapter 

apply to any such exempted person. 

(2) The provisions of subsection (1) shall apply to 

any person who seeks to evade its applications by any 

device, subterfuge, or pretense whatsoever. 

(3) Any cont ... act of loan in the making or collection 

of which any act shall have been done which violates 

subsection (1) of this section shall be void, and the lender 

shall have no right to collect, receive., or retain any 

~rincipal, interest, or charges whatsoever. 

I N T R 0 D U C E D B I L L 
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t4t--'ff>,__,._~§ .. ees-.;.,...,...-....,...,ft-tt-t-n-.... h;e~ 

~~ft~-~588ft+--~--~e--~e¥i~iefts ~+--~~~~---on 

Section 3. Section 32-~-201. MCA• is amended to reaa: 

•32-5-201. License application and fees 

supplententary 11ce·n5e. {1) (a) A place of business operated 

under this chapter shall properly display on the ore.ises a 

nontransferable and nonassignable license. The same person 

may obtain additional licenses upon co•pliance with this 

chapter as to each license. 

-(b) Application for a license shall be on d for• 

prescribed and furnished by the depart•ent. 

(c) A licensee may move his place of business ~ro• one 

place to another within a county without obtaining a new 

license, provided he obtains written permission from the 

department. 

(d) With each application the applicant shall submit 

S50 as an investigation fee and Sl25 as a license fee. The 

license fee shall be returned to the applicant if the 

application is denied. The license year is the calendar 

year, and the license fee for any period less than 6 months 

js $62.50. A license remains in force until surrendered. 

suspended, or revoked. 

(2) No licensee under the provisions of this chapter 

shall lend money in a total sum greater than $l,OOC to any 
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borrower or to any borrower and spouse except under the 

following circumstances: 

(~) When any person holding a license provided for in 

subsection (1) desires to make loans for any amount in 

excess of $1,000 ~~ne~-eweee«+~a5ye&99 the holder of 

such license may apply to the depdrt.ant 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 grant. on application, a 

suppleaentary license to a holder of a license provided for 

in subsection (1). 

(c) Section 32-5-204 shall be applicable as to time of 

payment of supplementary license fee and penalty for failure 

to pay the same. 

(d) Provisions of 32-5-301 relating to refunds, fees, 

and charges and the other provisions of this chapter not 

inconsistent with this section shall be applicable to lodns 

made under authority of a suppleMentary license. 

(3) All Moneys collected under the authority of this 

chapter shall be paid into the state treasury by tne 

department. 

141 The ., __ los iiiiiiiUlt of $1.000 l!tMI- 6ia5oll8& in 

subsection (2) a~ ~ subject to change pursu•nt to the 

provisions of 32-5-104.• 

_,.... 
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Section 4. Section 32-5-301, MCAt is a~nded to read: 

"32-5-301. Charges, refunds, penalties, filing tees. 

(1) Every licensee hereunder may contract for and receive on 

any loan of money not exceeding Sl,OOO in principal aaount: 

(a) charges at rat~s not in excess of $20 per year per 

stoo on that part of the principal a.aunt of the loan not 

exceeding $500; 

(b) Sl6 per year per $100 on that part of the 

principal a.aunt of the loan exceeding S500 but not 

exceeding Sl,OOO. 

(Z, The holder of a supple.-ntary license may contract 

for and receive charges at rates authorized for licensees in 

subse~tion (1) for the first Sl,OOO of the principal amount 

of ony loan and .ay contract for and receive char~es at 

rates not in excess of $12 per year per $100 on that part of 

the principal amount of any loan exceeding Sl,OOO but not 

exceeding $7,500. 

(3) Charges in (1) and (2) shall be computed at the 

applicable rates on the full~ original principal amount of 

th~ lo~n from the date of the loan to the due date of the 

final scheduled install.ent irrespective of the fact that 

the loan is payryble in install•ents. Said charges shall ue 

added to the principal of the loan and shall not ue 

discounted or deducted therefrom or paid or received at the 

time the loan is made. for the purpose of co~puting charyes 
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for a fraction of a month• a day shall be considered 

one-thirtieth of a month. 

(4) on loans of $90 or less a licensee •ay charge, in 

lieu of charges specified in (1) of this section, not in 

excess of $1 for each S5 of cash or credit advanced to the 

borrower up to the a.ount of $90. A period of at least 15 

days must be allowed for the repay•ent of each SS cash or 

credit advanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over $90 or on any balance 

of $90 or less when the original loan was greater thdn $90. 

(5) When any loan contract, new loan, renewa1 9 or 

otherwise 9 Is paid in full by cash 1 .anth or more before 

the final install.ent 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 

pre~ared under the rule of 76ths or sum of the digits 

principle as follows: the a~unt of the refund or credit 

shall be as great a proportion of the total charges 

originally contracted for as the sum of the consecutive 

monthly balances of the contract scheduled to follo~ the 

date of prepayment bears to the sum of all the consecutive 

monthly balances of the contrac~, both sums to be determined 

.3CCording to the payment schedule originally contracted for. 

(6) If the contract so provides, the additional charge 

for an-,. amount past due according to the original terms of 

-6-
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the contract, whether by reason of default or ext~nsion 

agreqmant, may be 5% of the amount past due, and said atROUnt 

may be charged once and no more. 

(7) (a) The 1 i-censee aay include in the principal 

amount of any loan the actual fees ~aid a public official or 

agency o'f t:he state for 'fi 1 int]w record·ing, or releasing any 

instrument securing the loan. 

(b} The licensee may include in the principal a•ount 

of any loan bona fide charges related to real ~state 

security and paid to third parties, including: 

(i) tees or premiums for title examination, title 

insurance, or similar purposes, including survey; 

(ii) fees for preparation of a deed, settle.ant 

stateMent, or other documents; 

deed. 

(iii) fees ~or notarizing deeds and other documents; 

(iv) appraisal fees; 

(v) fees for credit ..-~ports; and 

(Yi] fees paid to a trustee for release of a trust 

(8) No further or other charge~ shall he 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 maae for the 

purpose of or wi.th the effect o-f obtaining charges in excess 

of ·those authorized by this chapter. All balances due to a 
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l i.censee from any person as a borr·ower or as an endorser, 

quarantor 9 or surety for any borroRer or otherwise or due 

fr-om any husband or wife, jointly or sever.ally, shall be 

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

~uch person for the purpose of computing interest or 

charges. If any amount in excess of the chdrges permitted Oy 

this chapter is charged, contracted for, and receiveo• 

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

computation. the licensee shall have no right to collect or 

receive any charges. 

(9) On any loan of •oney exceeding 17,500 in principal 

amount, a licensee .ay not make charges as provided in 

subsections (1) and (2) but shall mak.e charges in accordance 

with the provisions of this subsec~ion through subsection 

(12). 

(10) on any loan of money exceeding $7,500 b~-~ 

-etceeed+ftg--*1!5ri89 in principal aaount• a 1 icensee may 

contract and receive charges at a rate not in excess of 2% 

per month on the principal a.aunt as follows: 

(a) Charges shall be computed on unpaid balances of 

thP. principal aaount outstanding fr"OJD time to time fo..- the 

actual time outstanding. Each payment shall be applied 

first to accuaulated charges and the re.ainder of the 

payment applied to the unpaid principal balance, except that 

if tha a•ount of the pa~nt is insufficient to pay ~he 

-a-
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accumulated charges. unpaid charges continue to accumulate 

to be paid from the proceeds of subsequent payments and are 

not added to the principal balance. 

(b) Charges made under this subsection .ay not be 

payable in advance or compounded. However, if part or all of 

the consideration for a new loan contract is the unpaid 

principal balance of a prior loan~ the principal a~unt 

payable under such new loan contract may include any unpaid 

charges which have accrued. The resultinq loan contract is a 

new and separate loan transaction for all purposes. The 

~rincipal bal~nce 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 co•puting charges for a fraction 

of u month, a day is considered one-thirtieth of a month. 

(12) The provisions of subsections (5) and (6) do not 

dpply to loans made under subsections (9) through (11)• 

(13) The amounts of $90, s5oo, n,ooo, awl u,500r-ett<! 

1\i'~ee<l in subsections (l)t (2)< (4)• (9)t dOd (10) are 

subject to change pursuant to the provisions of 32-5-104 on 

adjustment of dollar amounts.• 

Section s. Section 32-S-306 9 MCA, is amended to r~ad: 

11 32-5-306. Insurance. (1) No insurance of any kind 

shall be written by a licensee or employee• affiliate, or 

-9-
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associate of the licensee. in connection with any loan 

except as hereinafter provided. 

(2) Insurance permitted under the provisions of this 

section shall be obtained through an Insurance co•pany 

authorized to conduct such business in Montana by a duly 

licensed agent or agency of this state. Preaiums shall not 

exceed those fixed by laM or current applicable manual 

rat~s. 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) When the principdl a.ount of the loan exceeds ~300 

exclusive of the portion thereof attributable to insurance 

premiums and charges• the licensee aay require a borroMer to 

insure property offered as security against any substantidl 

risk of loss, damaqe, or destruction for an aaount not to 

exceed the reasonable value of the property insured or the 

amount of the loan. whichever is smaller, and for the 

customary term approximating the term of the loan contract. 

It ~hdll be optional with the borrower to obtain such 

insrJrance in an amount greater than the a1110unt of the loan 

~r for a longer term. 

(4) Subject to th@ laws of this state, credit life 

insurance and credit disability insurance may be provided at 

the expense of the borrower and may be provided ~y a 

licensee upon the request of the borrower when the principal 

-10-
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amount of the loan exceeds $300• exclusive-of the portion 

thereof attributable· to insurance pre•fums and charges. rf' 

eftY""""-l-oMt--'S'fittH+-+tte-+lftfe--ftWt&ttft'ts-&dvMteed--fcw--i-ftS"ttranee 

.,_.,.,.._~-

(5) The insurance authorized by this section 10ay be 

sold, obtained-, or provided by or through a licensee, and 

the premium or identifiable charge for the insurance may be 

included in the principal a.aunt of the Joan; provided, 

however, that no licensee shall require a borrower to 

purchase such insurance from such licensee or from any 

particular agent, broker, or insurance coapany as a 

condition precedent for the obtaining of a loan. Any gain or 

advantage to the licensee or any employee, affiliate, or 

associate of the licensee from the sale, provisionw or 

ob~aining of insurance as dUthorized by this section shall 

not be deemed to be additional charges or a violation of 

this chapter. 

(6, A licensee shall no~ 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. 

(71 The a•tlft'ts allllllflt of' $306 -~- in 

subsections (3} and (4) ePe ~ subjec~ to change pursuant to 

-11-
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32-5 ...... 104 on- ad:ju-s-tllent of- dollar- allfUUftts .. • 

2 Section· 6,. Sec·tion 32-5-~0Zw MCA,. is amended to read:. 

3 "32-5-402-. Inves-tigations. tl+ The dep·a-rtment ma-y at 

4 any tirile investigate any transaction with borroNers and llldY 

5 examine the books,. accountsw and records in this state to 

6 discover violations of this chapter by: 

7 tet1.1l a 1 icensee; .su:. 

8 tbt--ft~~on-wh&-&~+ses-~ery-~G++e~y--or--"o+d~ 

9 h-1-ttse+of--eri-ft'!t-++Hn1)~o-a8ke-+oans i ft epae;afth-of-~s-,.e98 

10 ~ess-;--er 

ll ~4Zl a person whom the department has reason to 

12 believe is violating or is about to violate this chapter. 

l3 ~t-~fte-~~-of-SZ5,908-+ft~ee~eft-t+t-+~bjee~ 

14 .,.,_ __ """""'" __ ,__,~-~----,.-,.......,._ef--3Z-'i-+tl-9--en 
15 edj~s~men~ e+-de~-e~~.· 

16 Section 7. Section 32-5-501 11 MCA• is dMended to read: 

11 "32-5-501. Open-end 1 oans. ( 1) A holder of a 

18 suppleMentary license may make open-end loans ~p--to-~ 

19 

20 and may contract: for and receive charges at: a rate not: ; n 

21 excess of the rate set forth in 32-5-301(10) on unpaid 

22 balances outstanding fco• time to time for the actual time 

23 outstandl ng. 

21; (2) A ho-lder- of a supple.aentary 1 icense 11ay not 

25 co•pound charges by adding any unpaid charges authorized by 

-12-
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1 this section to the unpaid principal balance of the 

2 borrower•s accounti howeverw the unpaid principal balance 

3 may include the fees paid to third parties as authorized by 

4 32-5-504 and by 32-5-301(7).• 

-End-

-13-
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Approved by Committee 
on Business and Industry 

A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT SUPPLEMENTARY 

LICENSEES UNDER THE CONSUMER LOAN ACT TO MAKE LOANS IN ANY 

AMOUNT; AMENDING SECTIONS 32-5-lOZ, 32-5-103, 32-5-201, 

32-5-301, 32-5-306, 32-5-402, AND 32-5-501, MCA.• 

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

Section 1. Section 32-5-lOZt MtA. is amended ~o ~ead: 

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

otherwise, in this chapter the following definitions apply: 

(1} •Person" IK!ans individuals, partnerships., 

associations. corporations. and all legal entities in the 

lodning business. 

(2) •License• means one or both of the licenses 

provided for by this chapter. 

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

(4) •Department• Means the departaent of commerce 

provided for in Title z. chapter 15 9 part 13. 

(5) "Consumer type loan business• Deans the business 

of making lo-ans eof~r§y&Q&-er-+i~!s~eft-ftt~tet~M-+s--'fll'~"t 

~e---etta,.~e-~-stt~-t:e t:he tH""e-t1-ff~-of-3~&tn- generally 

repayable in substantially equal installments.• 

Section 2. Section 32-5-103, MCA. is amended to read: 
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•32-5-103. Engaging In business of making loans 

restricted. (1} No person shall engage in the business of 

~aking loans or advances of money on credit in ~~ 

S~S.,.e&e-er-+es-s any aiK!unt and contract for, charge.. or 

receive directly or indirectly on or in connection with any 

such loan or advance any charges. whether for interest• 

coaapensation• consideration• or expense. which in the 

aggregate are greater than those prowided by 31-1-107(1)• 

except as provided in and au~hortzed by this chapter. A 

person doing business under the authority of this state or 

the United States relating to banks• trust companies, 

savings or building and loan associations .. credit unions .. or 

a person engaged in business as a licensed pawnbroker or any 

person who shall extend credit in connection with the sale 

of a commodity shall not become a licensee under this 

chapter nor shall any of the provisions of this chapter 

apply to any such exempted person. 

(2) The provisions of subsection (1) shall apply to 

any person who seeks to evade its applications by any 

devic~. subterfuge, or pretense whatsoever. 

(3) Any contract of loan in the making or collection 

of which any act shall have been done which violates 

subsection (1) of this section shall b.~ void, and the lender 

shall have no right to collect. receive. or retain any 

~rincipa1, interest. or charges whatsoever. 
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t'tt--~~ft~-e~+a§y&&Q-+ft-~bsee~+eft-trt-r,-~b~ 

~e-ehaR~e ~svat"ft--M--of!.he-,...ev~t'tS---ot--ti-5-+&rr---on 

o+-fte~er-e .. ~ft•s•• 

Sec~ion 3. Section 

•32-5-201. license 

32-5-201• MCA~ is amended to read: 

application and fees 

supplementary license. {1) (a) A place of business operated 

under this chapter shall properly display on the pr~ises a 

nontransferable and nonassignable license. The sa•e person 

may obtain additional licenses upon co•pliance with this 

chapter as to each license. 

{b) Application for a license shall be on a for• 

prescribed and furnished by the depart•ent. 

(c) A licensee may move his place of business fro• one 

place to another within a county without obtaining a new 

license, provided he obtains written peraission fro• the 

depart•ent. 

(d) With each application the applican~ shall submit 

$50 as an investigation fee and SlZ5 as a license fee. The 

license fee shall be returned to the applicant if the 

application is denied. The license year is the ~alendar 

yeary and the license fee for any period less than 6 aonths 

is S62.so. A license remains in force until surrendered, 

suspended, or revoked. 

(2} No licensee under the provisions of this chapter 

shall lend money in a total sum greater than Sl 7 000 to any 
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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 a~unt in 

excess of si.ooo ~n~ee~~Sy&&e. the holder of 

such license may apply to the departaent for a suppleMentary 

license and pay therefor an additional license fee of S75 

per calendar year or one-half of said sum for any period 

less than 6 aonths. 

(b) The department shall grant, on application• a 

supple~ntary license to a holder of a license provided for 

in subsection (1). 

(c) Section 32-5-ZO't shall be applicable as to time of 

payMent of supple~ntary license fee and penalty ~or failure 

to pay the saJAe. 

(d) Provisions of 32-5-301 relating to ~efundsw fees, 

and charges and the other provisions of this chapte~ not 

inconsistent with this section shall be applicable to lodns 

made under authority of a supple~nt:ary license. 

(3) All moneys collected under the authority of this 

chapter shall be paid into the state treasury by the 

department. 

(4) The .,_....,_ lltil1ll1t of n,ooo eftd--•~eee In 

subsection (2) ~~ ~ subject to change pursuant to the 

provisions of 32-5-104.• 
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Section 4. Section 32-5-301 9 MCAw is a~nded to read: 

"32-5-301. Charges, refunds, penalties, filing fees. 

(lJ Every licensee hereunder may contract tor and receive on 

any loan of money not exceeding Sl,OOO in principal amount: 

(a) charges at rates not in excess of $20 per year per 

SlOO on that part of the principal a.ount of the loan not 

exceeding $500; 

(b) $16 per year per $100 on that part of the 

principal amount of the loan exceeding S500 but 

exceeding $1 9 000. 

not 

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

for and receive charges at rates authorized for licensees in 

subsection tl) for the first $lt000 of the principal aaount 

of any loan and may contract for and receive charges at 

rates not in excess of $12 per year per $100 on that part of 

the principal amount of any loan exceeding $1,000 but not 

exceeding S7 9 500. 

(3) Charges in (1) and (2) shall be compu~ed at the 

applicable rates on the full, 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 install~ents. Said charges shall oe 

added to the principal of the loan and shall not Ue 

discounted or deducted therefrom or paid or received at the 

time the loan is made. for the purpose of computing charges 
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for a fraction of a month, a day shall be considered 

one-thirtieth of a month. 

(4) On loans of S90 or less a licensee •ay charge, in 

lieu of charges specified in (1) of this section, not in 

excess of Sl for each S5 of cash or credit advanced to the 

borrower up to the amount of S90. A period of at least 15 

days must be allowed for the repayaent of each S5 cash or 

credit advanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over $90 or on any balance 

of $90 or less when the original loan was greater than S90. 

(5) When any loan contract• new loan9 renewal• or 

otherwise 9 fs paid in full by cash 1 .anth or more before 

the final install~nt date• the licensee shall refund or 

credit the borrower with that portion o~ the total charges 

whjch shall De due the borrower as determined by schedules 

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

principle as follows: the a-aunt o~ the refund or credit 

shall be as great a proportion of the total charges 

originally contracted for as the sum of the consecutive 

monthly balances of the contract scheduled to follo~ the 

date of prepayment bears to the sum of all the consecutive 

monthly balances of the contract, both sums to be determined 

,~ccording to the payment schedule originally contracted for. 

(6) If the contract so provides, the additional charge 

for ani amount past due according to the ori g;nal terms of 

-b-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

ZO 

21 

22 

23 

2't 

25 

LC 20u1/01 

the contract, whe~her by ~eason of default or extension 

agreement, may be 5% of the amount past due, and said amount 

may be charged once and no more. 

(7} (a) The 1 icensee may include in the principal 

amount of any loan the actual fees paid a public official or 

'agency of the state for fil ing 9 r-ecording, or releasing any 

instrument securing the loan. 

(b) The licensee may include fn the principal amount 

of any loan bona fide charges related to real estate 

security and paid to third parties, including: 

(i, fees or pre•iu•s for title exa•inationt title 

insurance, or similar purposes, including survey; 

(II) fees for preparation of a deed, settl ea~ent 

state.ent,. or other docu.ants; 

deed. 

(iii) fees for notarizing deeds and other docu.ents; 

(iY) appraisal feesi 

(Y) fees for credit reports; and 

(vi) fees paid to a trustee for release of a t~ust 

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

indirec~ly contracted for or received by any licensee except 

those specifically authorized by this chapter. No licensee 

shall divide into separate parts any contract aade for the 

purpose of or with the effect of obtaining charges in excess 

of those authorized by this chapter. All balances due to a 
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licensee from any person as a borrower or as an endorser, 

guarantor, or surety for any borro~er or otherwise or due 

from any husband or wife, jointly or severally9 shdll be 

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

such person for the purpose of computing interest or 

charges. If any a.uunt in excess of the charges permitted Ly 

this chapte~ is charged, contracted ~or. and received, 

except as the result of" an accidental and bona 'fide error· of 

co•putation• the licensee shall have no right to collect or 

receive any charges. 

(9) On any loan of .aney exceeding S7,500 ;n principal 

a.aunt, a licensee •ay not .ake charges as provided in 

subsections (1) and (2) but shall aake charges in acco~dance 

with the provisions of this subsection through subsection 

(12). 

(10) on any loan of money exceeding $7,500 ~--ne~ 

~~--$r5y899 in principal a•ount, a licensee aay 

contract and receive charges at a rate not in excess of 2% 

per .anth on the principal a.ount as follows: 

(a) Charges shall be computed on unpaid balances of 

the principal amount outstanding from time to time for the 

actual time outstanding. Each pay•ent shall be applied 

first to accumulated charges and the reaainder of the 

payment applied to the unpaid principal balance• except that 

if the amount of the payment is insufficient to pay the 

-a-
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accumulated chargesw unpaid charges continue to accumulate 

to be paid f~o• the proceeds of subsequent payments and are 

not added to the principal balance. 

(b) Charges made under this subsection .ay not be 

payable in advance or co•pounded. However. If part or all of 

the consideration for a new loan contract is the unpaid 

principal balance of a prior loan• the principal a~ount 

payable under such new loan contract •ay include any unpaid 

charges which have accrued. The resulting loan contract is a 

new and separate loan transaction for all purposes. The 

principal balance of a prior loan on which charges have been 

made pursuant to subsections (1) and (2) 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 Yraction 

of a month, a day is considered one-thirt1eth of a •onth. 

(12) The p,rovisions of subsections (5) and (6) do not 

apply to loans made under subsections (9) through (11}• 

(13) The amounts of $90, S50o, $lwOOO, anQ $7y500y~ 

*~9&9 in subsections (1)• (2)• (4)• (9)• and (10) a<e 

subject to change pursuant to the provisions of 32-5-104 on 

adjustment of dollar amounts.• 

Section s. Section 32-5-306, MCA• is amended to read: 

•32-5-306. Insurance. (1) No insurance of any kind 

shall be written by a licensee or employee, affiliate, or 
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associate of the licensee, in connection with any loan 

except as hereinafter provided. 

(Z) Insurance permitted under the provisions of this 

section shall be obtained through an insurance co•pany 

authorized to conduct such business in Montana by a duly 

licensed agent or agency of this state. Pre•iums shall not 

exceed those fixed by laN or cur~ent applicable manual 

rates. Insurance written as authorized by this section ~ay 

contain a mortgagee clause or other appropriate provisions 

to protect the insurable interest of the licensee. 

(3} When the principal aaount of the loan exceeds i300 

exclusive of the portion thereof attributable to insurvnce 

premiums and charges• the licensee may require a borrower to 

insure property offered as security against any substantial 

risk of loss, damage, or destruction for an a.aunt not to 

exceed the reasonable value of the property insured or the 

amount of the loan, whichever is smaller, and for the 

customary term approxi•ating the tera of the loan contract. 

It shall be optional with the borrower to obtain such 

insurance in an amount greater than the amount of the lodn 

ur for a longer term. 

(4) Subject to the laws of this state, credit life 

insurance and credit disdbility insurance may oe provided at 

the expense of the borro~er and may be provided ~y a 

licensee upon the request of the borrower when the principal 
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amount of the loan exceeds $300, exclusive of the portion 

thereof attributable to insurance premiuas and chaTges. :H' 

e,..,...--+eeft--'5'he++-+~~e.otm1!5-ad¥111ftCed--f~nsuratteoe 

preilti-ttlllll end ehs~-s-y-stteft--+~Mttt--sht!H--fte-t--;.n--eftY-eYen't: 

ttWeeed-H5y&9&-... 

(5) The insurance authorized by this section may be 

sold, obtained, or provided by or through a Jicensee, and 

the preMium or identifiable charge for the insurance may be 

included in the principal a~nt o~ the loan; provided, 

however, that no licensee shall require a borrower to 

purchase such insurance fro• such licensee or from any 

particular agent., broker, or insurance co•pany as a 

condition precedent for the obtaining of a loan. Any gain or 

advantage to the licensee or any e•ployeew affiliate, or 

associate of the licensee from the sale 9 provision• or 

obtaining ·of Insurance as authorized by this section shall 

not be deemed to be additional charges or a violation of 

this chapter. 

C6) A licensee shall not require insurdnce under this 

section until any existing insurance o~ the sa•e type has 

expired or has been canceled and the unearned portion of the 

premiu• for the canceled insurance has been rebated to the 

borrower. 

(7 1 The Bmetlft"t!:5 aawm.t of S300 --~- in 

subsections (J) and (4) ere LA subject to change pursuant to 
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32-5-104 on adjustment of dollar amounts.• 

Section 6. Section 3Z-5-402, MCA, is amended to r~ad: 

•32-5-402. Investigations. t4t The depdrtment may at 

any time investigate any transaction with borrowers and may 

examine the books, accounts, and records in this state to 

discove~ violations of this chapter by: 

tetLli o licensee; g£ 

tht--e-persen-vhe-ed¥~+ees~y--s&++~~y--&r--he+d~ 

otlio "5 wl H+"'!-io-e-'+e...,..-+to-........,H-ef'-~'rie& 

~~..-&t" 

fet~ a person whom the depart.ent has reason to 

believe is violating or Is about to violate this chapter. 

t'!t--Ttte-__.._~$0!5--Tn-st~bs..-Ton-tTt-+..-sttbj~ 

i:--et..,nge p11r-i:--io-'the-,.-..--of'--;~i!-5-Hf4--"" 

eejHs~•en~ or-de~ o~~n~sa• 

Section 7. Section 32-5-SOl, MCAw is a.anded to read: 

•32~5-501. Open-end loans. (1) " holder of a 

supple•entary license •ay make open-end loans ~--~--the 

~for "i:h.......--er-i:ttff-el,.•p~ 

and may contract for and receive charges at a rate not in 

excess of the rate set forth in 32-5-301(10) on unpaid 

balances outstanding fro• tlae to tJae for the actual time 

outstanding. 

(2) A holder of a supple~ntary license aay not 

compound charges by adding any unpaid charges authorized by 

-12-
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1 this section to the unpaid principal balance of the 

2 borrower•s account; however 9 the unpaid principa1 balance 

3 may include the fees paid to third parties as authorized by 

4 32-5-504 and by 32-5-301(7).• 

-End-
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A BILL FOR AN ACT ENTITLED: •AN ACT TO PERMIT SUPPLEMENTARY 

LICENSEES UNOER THE CONSUMER LOAN ACT TO HAKE LOANS IN ANY 

AMOUNT; AMENDING SECTIONS 32-5-102t 32-5-103, 32-5-201, 

32-5-301, 32-5-306, 32-5-402, AND 32-5-501, MCAe• 

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

Section 1. Section 32-5-102, MCA, is a .. nded to read: 

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

otherwise, in this chapter the following definitions apply: 

(1) •Person• -ans individuals. partnerships• 

associations. corporations, and all legal entitles In the 

loaning business. 

(2) •License• ~ans one or both of the licenses 

provided for by this chapter. 

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

C4) •oepart.ent• ~ans the depart~nt of co.-erce 

provided for in Title z. chapter 15• part 18. 

(5) •consu.er type loan business• ~ans the business 

of gaking loans eF-s2S 1 888 er 1•••• whieh a•e~~-+s sahjee~ 

gener-ally 

r-epayable in substantially equal install.ents.• 

Section 2. Section 32-5-103, MeA, is a~nded to read: 
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•32-5-103. Engaging in business of .eking loans 

restricted. C1J No person shall engage in the business of 

making loans or- advances of aoney on credit ln a .. ••ts of 

and contract for, charge., ·or 

receive directly or tndir-ectly on ar in connection with any 

such loan or advance any charges, ~her for interest, 

co-.pensation., consideration, or expense9 which in the 

aggregate are greater than tbose prowlded by 3l-l-107(lh 

except as provided in and authorized by this chapter. A 

person doing business under the authority o~ this· state or­

the united States relating to banks, trust co~nieso 

savings or building and loan associations, credit unions., or 

a person engaged in business as a licensed pawnbroker or any 

person who shall extend credit in connection with the sale 

of a co .. odity shall not beca.e a licensee under this 

chapter nor shall any of the provisions of this chapter 

apply to any such exe•pted person. 

{2) The provisions of subsection (1) shall apply to 

any person who seeks to evade its applications by any 

device, subterfuge, or pretense whatsoever. 

(3) Any contract of loan fn the •akin9 or- collection 

of which any act shall have been done which violates 

subsection (1) of this section shall be void, and the lender 

shall have no right to collect, receive, or retain any 

principal, interest, or charges Nhatsoever. 

-2-
T H I R D R E A D I N G 

Ht3'338 



1 

2 

3 

• 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

Zl 

22 

23 

24 

25 

LC 2001/01 

~ Jlle a.,.,,.,,~ ef &O!!io989 ;,. -""-+<>ot-tl-t-i---~ 

-ef--3i! 5 19~--.. 

edjaS~•ent af ee11er e .. Hft•••• 
Sec~ion 3. Section 32-5-201, MCA• is a.anded to read: 

•32-5-201. license application and fees 

supple.entary license. (11 (a) A place of business operated 

under this chapter shall properly display on the pra.ises a 

nontransferable and nonassignable license. The sa.e person 

may obtain additional licenses upon co~liance with this 

chapter as to each license. 

·(b) Application for a I icense shall be on a for• 

prescribed and furnished by the depart.ent. 

(c) A licensee aay aove his place of business ~roa one 

place to another within a county without obtaining a new 

license, provided he obtains written peraission fro• the 

departaent. 

(d) With each application the applicant shall sub•it 

$50 as an investigation fee and Sl25 as a license fee. The 

ltcense fee shall be returned to t.he applicant if the 

application is denied. The license year Is the calendar 

year• and ~he license fee for any period less ~han 6 •onths 

is $62.50. A license re.alns in force until surrendered• 

suspehded• or revoked. 

(ZJ No licensee under the provisions of this chapter 

shall lend •oney in a total su• greater ~han $1,000 to any 
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borrower or to any borrower and spouse except under the 

following circu•stances: 

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

subsection (1) desires to make loans for any a~unt in 

excess of Sl,OOO ~no~ eMeea~ift§ t~9 the holder of 

such license •ay apply to the depart.ent for a suppJe.entary 

license and pay therefor an additional license tee of S75 

per calendar year or one-half of said su• for any period 

less than 6 months. 

(b) The depart .. nt shall grant, on appl icationo a 

supp1e~ntary license to a holder of a license provided for 

In subsection CIJ• 

(c) Section 32-5-204 shall be applicable as to tiee of 

payMent of supple.entary license fee and penalty for failure 

to pay the sarae. 

(d) Provisions of 32-5-301 relating to refunds• fees• 

and charges and the other provisions of ~his chapter not 

Inconsistent with this section shall ba applicable to loans 

aade under author-ity of a supp1e.antary- 1 icense. 

(3) All oaoneys collected under the authority of this 

chapter shall be paid Into - the state treasury by the 

departw.ent. 

(4) The e- ·i18111111J; of $1t000 a10ll ei!5o eee In 

subsectIon (2) .,_ .l:i subject to change pursuant: to the 

provisions of 32-5-104.• 
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Section ~. Section 32-5-301, MeAt Is a~nded to read: 

•32-5-301. Charges, re~unds, penalties, filing fees. 

(1) Every licensee hereunder aay contract for and receive on 

any loan of •oney not exceeding SlwOOO Jn principal aaount: 

(a) charges at rates not in excess of $20 per year per 

SIOO on that part of the prineipal a.ount o~ the loan not 

exceeding S500; 

(b) 

principal 

Slit per 

a.ount 

exceeding SlyOOO. 

year per S100 on that 

of the loan exceeding 

part of 

ssoo but 

the 

not 

(2) The holder of a supple~~entary license llaJ contract 

for and receive charges at rates authorized for licensees in 

subsection (1) for the first S1o000 of the principal a.aunt 

of any loan and .ay contract ~or and receive charges at 

rates not in excess of SlZ per year per SlOO an that part of 

the principal a.aunt of any loan exceeding st,ooo but not 

exceeding S7,500. 

(31 tha~ges in (1) and (2) shall be co..,uted at the 

applicable rates on- the ~ull• original principal a•ount of 

the loan from the date of the loan to the due date of the 

final scheduled install.ant irrespective of the fact that 

the loan is payable in install.ants. Said charges shall be 

added to the principal of the loan and shall not be 

discounted or deducted therefro• or paid or received at the 

tiMe the loan is •ade. For the purpose of co•puting charges 
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for a ~raction of a ltOnth, a day shall be considered 

one-thirtieth of a •onth. 

(4) On loans of S90 or less a licensee .ay charge, in 

lieu of charges specified in (1) of this section• not in 

excess of Sl for each S5 of cash or credit adVanced to the 

borrower up to the a.ount of S90. A period of at least 15 

days •ust be allowed for the repay .. ~ of each $S cash or 

credit advanced. Such charges cannot be asse.ssed by any 

subterfuge or device on any loan O¥er S90 or on any balance 

of $90 or less when the· original loan was greater than S90. 

(5) When any Joan contract, new Joan, renewal. or 

otherwise, is paid in ·tull by cash 1 .aonth or •ore before 

the final install-nt dateo the licensee shaH refund or 

credit the borrower with that portion o~ the total charges 

which shall be due the borrower as deter•ined by schedules 

p~epa~ed unde.- the rule of 78ths or sua of the digits 

principle as follows: the a~unt of the refund or credit 

shall be as great a proportion of the total charges 

originally contracted for as the sum of the consecutive 

monthly balances o~ the contract. scheduled to follow the 

date of prepayment bears to the sum of all the consecutive 

monthly balances of the contract, both su•s to be deter•ined 

according to the payment schedule originalJy·contracted for. 

(6) If the contract so provides, the additional charge 

for any aaount past due according to the original ter•s of 

-6-
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the contract., whether by reason of default or extension 

agree~ntw •ay be 5% of the a80unt past dUe• and said aaount 

aay be charged once and no more. 

(7) (a) The licensee may Include In the principal 

a.aunt of any loan the actual fees paid a public official or 

agency of the state for filing, recording. or releasing any 

instru.ent securing the loan. 

(b) The licensee May Include In the principal amount 

of any loan bona fide charges related to real estate 

security and paid to third parties. including: 

(i) fees or pre•iu.s for title exa•ination• title 

insurance. or si•i1ar purposes, including survey; 

(II) fees ~o.- preparation of a deed• settl e~~ent 

state-nt., or other docu.ents; 

deed. 

(I II) ~ees for notarfzlng deeds and other docUllents; 

(IY) appraisal fees; 

(v) fees for credit reports; and 

(vi] fees paid to a trustee ~or release of a trust 

(8) No further or other cha~ges shall be di~ectly 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 aade for the 

purpose of or with the effect of obtaining charges In excess 

of those authorized by this chapter. All balances due to a 
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licensee fro• any person as a borrover or as an endorser• 

guarantor. or surety for any borrower or otherwise or due 

fro• any husband or wife 9 jointly or severally~ shall be 

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

such person for the purpose of coaputing interest or 

charges. If any a.ount in excess of the charges per•itted by 

this chapter is charged. contracted for• and received 9 

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

co•putation, the licensee shall have no right to collect or 

receive any charges. 

(9) On any loan of aoney exceeding S7o500 in principal 

aiiOUn~. a 11ce·nsee aay not .ake charges as provided in 

subsections (1) and (2) but shall aake charges in accordance 

with the p~ovisions of this subsection through subsection 

(12). 

(10) on any loan of lli>ney exce<oding S7o5DO -­

ewee~~Sye88 in principal a.ount• a licensee aay 

contract and receive charges at a rate no~ in excess of 2% 

per .anthon the principal a.aunt as follo~s: 

(a) Charges shall be c011puted on unpaid balances o~ 

the principal a.aunt outstanding from ti.e to ti.. for the 

actual time outstanding. Each 

firs-t to accuBtUlated charges and 

pay•ent 

the 

shall be applied 

're~~aJ nder of tha 

payment applied to the unpaid principal balanceo except that 

If the amount of the pay .. nt Is lnsu~flcient to pay the 

-a-
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accu.ulated cha~ges, unpaid charges continue to accu.ulate 

to be paid fro• the proceeds of subsequent pay.ents and are 

not added to ~he principal balance. 

(b) Charges toade under ·this subsection toay not be 

payable in adVance or co•pounded. However• If part or all of 

the consideration for a new loan contract is the unpaid 

.principal balance of a prior loan. the prlncipal aaount 

payable under such new loan contract •ay include any unpaid 

charges which have accrued. The resulting loan contract is a 

new and separate loan transaction for all purposes. The 

principal bala~~of a prior loan on·vhich charges have been 

made pursuant t.o subsections- (1) and (2) i·s the bal-ance due 

after refund or credit is given to the borrower pursuant to 

subsection (5). 

(111 For purposes of co.putlng charges for a fraction 

of a .anth. a day is considered one-thirtieth of a ~nth. 

(121 The provisions of subsections (5) and (6) do not 

apply to loans •ade under subsections (9) through (ll)o 

(13) The a.uunts of $90, $500, $1,000, ~ Sl,500r-and 

~9&9 in subsections (1J• (ZJ• (~I• (9)• and (10) are 

subject to change pursuant to the provisions of 32-5-104 on 

adjustment of dollar a.aunts.• 

Section 5. Section 32-5-306y MtA. is aaended to read: 

•32-5-306. Insurance. (1, No insurance of any kind 

shall be written by a licensee or employee. affiliate. or 
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associate of the licensee, In connection vi~h any loan 

ex~ept as hereinafter provided. 

(2) Insurance per•itted under the· proVisions of this 

section shall be obtained through an insuranCe co•pany 

authorized to conduct such business in Montana by a duly 

licensed agent or agency of this state. Pre•iu•s shall not 

exceed those fixed by law or current applicable eanual 

rates. Insurance vritten as authorized· by this section .ay 

contain a •ortgagee clause or other appropriate provisions 

~o protec~ ~he insurable interest of. the licensee. 

(3) When the principal aaount of the loan exceeds BOO 

exclusive of the portion thereoF attributable to insurance 

preaiu•s and charges• the licensee .ay require a borrower to 

insure property offered as Security against any substantial 

risk of loss, da.aqe, or destruction for an a.aunt no~ to 

exceed the reasonable value of the property insured or the 

a.aunt of the loan. whicheVer is s~llerw and for the 

custo~ry ter• approxi.ating the ter• of the loan contract. 

It shall be optional with the borrower to obtain such 

insurance in an a.uunt greater than the aaount of the loan 

or for a longer ter•• 

(4) Subject to the laws of this state, credit life 

insurance and credit disability insu~ance •ay be provided at 

the expense of the borrower and aay be provided by a 

licensee upon the request of the borrower when ~he principal 

-1o-
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a.aunt of the loan exceeds $300, exclusive of the portion 

thereof attributable to insurance pre•iu•s and charges. ff 

e..,.--+o...,_he-1+, 

pre•ill•s essd cl'te~'l?-stteh- lean si'NI++-not--+n atu' event 

e:~~reeecf t2St888a 

(5) The Insurance authoriZed by this section •ay be 

sold., obtained• or provld•d by or through a licensee. and 

the pre•lu• or identifiable charge for the insurance aay be 

included in the principal a.aunt of the loan; provided• 

however., that: no 1 icensee shall require a borrower to 

purc~ase such insurance fro. such licensee or fro• any 

particular agent• broker., or insurance co.pany as a 

condition precedent: for the obtainfng of a loan. Any gain or 

advantage to the licensee or any ••ployee• af,iliate9 or 

associate of~ the licensee fro• the sale• provision., or 

obtaining -of ins ~~ranee as authorized by this section shall 

not: be dea.ed to be additional charges or a violation of 

this chapter. 

(6) A licensee sbal·l not. require insurance under t.his 

section until any existing insurance of the sa .. type has 

expired or has been canceled and the unearned portion of the 

pre.iua for the canceled insurance has been rebated to the 

borrower. 

(7) The _ ........ 
.illlllllllt. of S300 -~- In 

subsections (3) and {~) -.e La subject to change pursuant to 
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32-5-104 on adjustaent of dollar a.ounts.• 

Section 6. Section 3Z-~02w MeA, is a.anded to read: 

•32-5--'02. Investigations. ~ The depart~nt •ay at 

any time Investigate any transaction with borrowers and .ay 

exa•ine the books. accounts. and records in this state to 

discover violations of this chapter by: 

tetLll a licensee; g£ 

fh-t--e-pePS~en 111ho elh ePt:i •__...,.r aeJ i"ei t:at ow hold!l 

ot"4ano vo 

~LZl a person w~ the depart~nt has reason to 

believe is violating or is about to violate this chapter. 

-f"2t The a• dsck •f •25;888 ift :s_.bseetian-tlt f s subject -
edjtl!il!•ent of deller aMbiaL!ia• 

Section 7. Section 32-5-501 0 MCAo is a.ended to read: 

•32.-:5-501. Ope~end loans. (1) A holder of a 

supple•en~ary·license .ay make open-end loans ~--.ne 

and .ay contract for and receive charges at a rate not in 

excess of the rate set forth in 32-5-301(10) on unpaid 

balances outstanding froa ti~ae to tiiM! for the actual ti•e 

outstanding. 

(21 A holder of a suppl-ntary license -y not 

co.pound charges by adding any unpaid charges authorized by 

-12-
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principal balance 

unpaid prindpal 

of the 

balance 

3 may inclUde the fees paid to third parties as authorized by 

4 32-5-504 and by 32-5-301(7).• 

-End-
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HOUSE BILL NO. 338 

INTRODUCED BY FABREGA, 

METCALF, o•CONNELL• HARRINGTON 

A BILL FOR AN ACT ENTITLED: RAN ACT TO PERMIT SUPPLEMENTARY 

L!CF~SoES UNDER THE CONSUMER LOAN ACT TO MAKE LaANS IN ANY 

AMOU~T; AMENDING SECTIONS 32-5-102t 32-5-1u3t 32-5-20lt 

32-5-301, 32-5-306, 32-5-~0Z• AND 32-5-501, MC4.• 

BF IT ENACTED BY THE LEGISLATURE Of THE STATE OF MONTANA: 

~ection 1. Section 32-5-102, MCAt is amended to read: 

"3Z-5-102. Oeflnitions. Unless the context ~equires 

otner~ise, in this chapter the following definit,ons apply: 

( 1) •Per son" IIIP..JOS individuals, partnerships. 

associ~tions, corporations• and all legal entities in the 

loani~g business. 

(2) •License• ~ans one or both of the licenses 

provided for by this chapter. 

{3) •Licensee• means the person noldin~ a license. 

(it) •oepart~t~ent.• .. eans the department of commerce 

provi1ed for in Title Zt chapter 15, part 18. 

(j) •consumer type loan business• •eans tne business 

of ~aking loans a~-•r4y989-e~-•e~~·-•~f~h-~me~"t-+~--~~hjee~ 

~~--~e"~e-p~~~~eft~-te-the-~~e·~~~~-o~-3~-~-~Q~y qenerally 

repay<tbl e In subst_ant i ally eGua 1 ins tall ments ... 
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Section 2. Section 32-5-103, ~CA 9 is amended to read: 

•32-5-103. En~aginq in business of •aking loans 

restricted. (1) No person shall engage in the business of 

making loans or advances of ~oney on credit In eMe~ftes-&f 

t~5T898-e~-te~s ~D¥-amaunt and contract for• charqe, or 

receive directly or indirectly on or in connection with any 

such loan or advance any charqes, ~hether for interest, 

co111pensation 9 consideration. or expense• which in the 

aggreqate are greater than those p~ovided DV 31-1-107(1) 9 

except as provided in and autho~ized by this chapter• A 

person dolnq business under the authority of thl5 state or 

the Jnited States relating to banks• trust co•panies. 

savlnas or building and loan associations. credit unions. or 

a person engaged in business as a licensed pawnbroker or any 

person who shall extend credit in connection with the sale 

of a commodity shall not become a licensee under this 

chaPt!r nor shall any of the provisions of thi5 chapter 

apply to any such eKempted person. 

f2) The orovisions of subsection (1) shall apply to 

anv p~rson who seeks to evade its applications by any 

devic~, subterfuge 9 or pretense whatsoever. 

(3) Any contract of loan in the •aking or collection 

of which any ac~ shall have been done which violates 

subsection (1) of this section shall be void, and the lender 

shall have no right to collect• receive. or retain any 

-2- H.8 338 
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princi oal, ln~erest, or charges whatsoever. 

f't\Ot--H"'e-emettft~-e~f'-•t§.,.&88 ..... +ft-~tt~see~+o"-t*t-i1-'5tlttjec~ 

ta--eh~ft~e--~~~~ftn~--~--~~@--~o•~+&ft~--e#--3!-s-te~---on 

edja~~o~-def+a~~~~ 

Section 3. Section 32-t;;'-201·• MCA• is aMended to read!: 

•32-S-2'01. Li«:ense application and fees 

suppleeentary llce~se. (1) (e) A place of business operated 

under this chapter shall oroperly display on the pre~ises a 

nontr1!nsf-erable and norYass•qnable 1 icense. The same person 

may·· ~t.atn addi-tional license's u-Pon comp1 iance wlt.h ttiis 

c·hapter· as to each 1 i cense. 

(bJ Appl'lcation f'or a n<:ense shall be on a for• 

prescribed and furni~hed by the depart•ent. 

(c' A licensee May 11t0va hi's place of business fro11 one 

place to another within a county without ob~alning a new 

1 Jcense, provided he obtains written per•i-ssion from the 

department. 

(d) With each appl icat.-ion the applicant shall suo• it 

550 as an lnvesti gatfon 'fee and Sl2'S as a 1 icens·e fee. The 

license fee shall be returned to the applicant if the 

application is de-nied ... The l'lcense year is ttte· cal·endar 

year., and the I icense f-ee f'or any pl!rio(f h!"Ss· than & MOnths 

Is fb2.50. A· license r'e11a111s irY f-orce untiT surrendered• 

suspended• or revoked. 

f2·t No 1 icensee under thE!· prt>Yt'SI-ons· of thl s chapter 

-3- HB 336 
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shall lend money In a total su~ greater than $1.,000 to any 

borrowar or to any borroNer and spouse except under the 

follo~ing clrcu•stances: 

(a) ~hen any person holding a license provided for in 

subsection (1) desires to make loans for any a•ount in 

eKcgss of 51 9 000 ba~-"o~-ewee@d+ng-•~~Tase. the holoer of 

such license may apply to the department for a supplementary 

license and pay therefor an additional license fee of S75 

per calendar year or one-Malf of said su~ for any period 

less than ~ months. 

(b) The department shall grant• on ap~lication• a 

supplementary license to a holder of a liCense p~ovided for 

in subs~ction (1). 

(c) Section 32-5-204 shall be applicable as to tiMe of 

payment of supplementary license fee and penalty for failure 

to pay the saMe. 

(d) Provisions of 32-5-301 relating to refunds• fees• 

and charges and the other provisions of this chapter not 

inconsistent with this section shall be applicable to loans 

made under authority of a supplementarr license ... 

(3) All ~oneys collected under the authority of this 

chapt@r shalt be paid ln~o the state treasury by the 

depart·lftent. 

(4) The ,_,..,h ~ of $1 0 000 sftd--S~STfl8& In 

subsection (2) ere la subject to change pursuant to the 

_,_ 
HS H8 
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provisions of 32-5-10~•" 

s~ction 4. Section 32-S-301, ~CAr is amended to read: 

"32-~-3~1. Chargesr refunds, penalties~ filing fees. 

(lJ Every licensee hereunder may contract for and receive on 

any loan of money not exceedinq ilrOOO in principal amount: 

(aJ charges at rates not in excess of 520 per year per 

stoo on that part of the principal a•ount of the loan not 

e~ceading $500; 

(b) Sl6 per year per $100 on that part of the 

principal aMOunt of the loan exceeding $500 but 

exceeding st,ooo. 

not 

(2) The holder of a supple~entary liCense may contract 

for and receive charges at rat.es authorized for 1 icensees in 

subsection (1) for the first SlrOOO of the principal amount 

of an;· loan and may contract for and receive charges at 

r~tes not in excess of $12 per year per SLOO on that part of 

the t:rincipal a11ount of any loan exceeding 5ltOOO Out not 

exceeding $7 9 500. 

(3) tharg~s in (1) and (2) shall be co~puted at the 

applicable rates on the full, oriqinal principal amount of 

the lo~n from t~e date of the loan to the due date of the 

final scheduled installment irre~pective of the fact that 

the l~an is pAyable in installments. Said charges shall be 

added to th-e principal of the loan and Stl?Jll not be 

discounted or deducted therefrom or pt!riid or received at the 
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ti•e the loan is made. for the purpose of coaputing charges 

for a fraction of a month• a day shall be considered 

one-t~irtfeth of a ~onth. 

(4) On loans of S90 or less a licensee •ay charge, in 

1 leu of charges specified in (1) of this sectionw not in 

excess of Sl for each S5 of cash o~ credit advanced to the 

borrower up to the amount of $90. A period of at least 15 

days must be allowed for the repayaent of each S5 cash or 

credit advanced. Such charges cannot be assessed by any 

subterfuge or device on any lo~n over $90 or on any balance 

of S90 or l~ss ~hen the orlqlnal loan was greater than S90. 

(5) When any loan contract, new loan, r~newal, or 

otherwise, Is paid In full by cash 1 month or more before 

the final installment date, the 1 icensee shall refund or 

credit the borrower with that portion of the total charges 

which shall De due the borrower as determined by schedules 

prepared under the rule of. 78ths or sum of the digits 

principle as follows: the a.aunt of the refund or credit 

shall be as qrPat a proportion of the total charges 

oriqinally 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 all the consecutive 

monthly balances of the contract, both sums to be determined 

dccordinq to the pay~~nt schedule oriqinally contracted for. 

(6) If the contract so Provides, the additional charge 

-6- HE! 33R 
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for a~y a•ount p~st due according to tne original ter•s of 

the contract, whether by rea~on of default or e•tension 

aQrea•ent, 11ay be -51; -of the aiRount past due, and said amount 

~y be ch~rqed once and no •ore. 

(7-) (a) The 1 icenseE- •ay incluoe in the principal 

a~unt of any loan the actual fees paid a public official or 

agency of ~he state ~or filing, recording• or releasing any 

instru~ent sec~ring the loan. 

(bJ The licensee may include in the principal aeount 

of anr loan bona fide charges related to real estate 

security and paid to third parties, including: 

(i-J fee-s or pre•lufls for title examination, title 

insur-cJnce, or si-•llar purposes. including survey; 

{ II) fe<ts for preparation of a deed, settle~~ent 

stateaent,. or other docuMents;. 

deett. 

(iii) fees for notari·Zi nq deeds and other docu•ents;: 

(i¥} apprais~l fees; 

(Y) #ees for credit reports; and 

(vi) fees paid to a trustee for release of a trust 

(a J No furth-er or other charges sha 11 be direct 1 y or 

indirectly contracted for or received by any l.lcensee except 

those specifically authorized by this chapter. ~ licensee 

shall divide into separate pc,,.t.s an.y contract made for the 

pur~a of or with the effect ef Gbtaining charges in excess 

-7- liB 338 
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of those authortzqd by this chapter. 4ll balances due to a 

licensee from any oerson as a borrower or as dn endorser,. 

quarantor, or surety for any borrower or otherwise or due 

from any husband or wife, jointly or severally, shall be 

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

such person for ~he purpose of computinQ interest or 

charq~~- If any amount In excess of the charges permitted by 

this ch~pter is charged• contracted for, and received• 

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

computation• the licensee shall hdve no right to collect or 

receive any charges. 

(9) On any loan of money exceeding $7.500 in princioal 

amount, a licensee •ay not ~ake charges as provided in 

subsections (1) and (2) but shall make charges In accordance 

with the provisions of this subsection throu9h subsection 

{1ZJ· 

(10) On any loan of money exceeding $7,500 ~t--"ot 

eweeedt"§--•~y888 in principal a~ountt a licensee may 

contract and receive charges at a rate not in exces5 of Z' 
per .onth on the principal a~unt as folloMs: 

(a) Charges shall be co.puted on unpaid balances of 

the principal a.aunt ou~standln~ from ti~ to time for the 

ac:t,ual tille outstanding. Each pay~~ent shall be applied 

ffrst to a~cumutat~d Charges and the re•ainder of the 

payment applied to the un~afd principal balanc•• except that 

-8- fi!l 338 
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if the a.ount of the pay~ent Is insufficient to pay the 

accu~lated charges, unpaid charges continue to accumulate 

to be paid fro• the proceeds of subsequent pay.ents and are 

not added to the principal balance. 

(b) Charges •ade under this subsection •ay not be 

payable in advance or compounded. However, if part or all of 

the consideration for a new loan contract Is the unpaid 

princi~al balance of a prior loan, the principal a.aunt 

payable under such new loan contract •ay include any unpaid 

char~s vhich have accrued. The resulting loan contract Is a 

neN and ~eparate loan transaction for all purposes• The 

principal balance of a prior loan on which charges have been 

made pursuant to subsections (1) and (Z) is the balance due 

after refund or credit is given to the borrower pursuant to 

subse~tion (5). 

Ill) For purposes of coaputinq charges for a fraction 

of a nonth~ a day is considered one-thirtieth of a month. 

(lZI The provisions of subsections (5) and (6) do not 

apply to loans made under subsections (9) through (llJ• 

(13) The amounts Gf $90, $500, SltOOOt aa~ S7t500y-e"d 

•~s.eee in subsections (1), (Z)t (~)• (91• and (10) are 

subject to change pu~suant to the provisions of 32-5-10~ on 

adjust.tnent of dollar amounts.• 

Section 5. Section 32-5-306, MCA~ is amended to read: 

"32-5-306. Insurance. (l) No insurance of any kind 

_q_ HB 338 
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shall be written by a licensee or e•ployee, affiliate• or 

associ ate of the licensee, In connection with any loan 

eKcept as hereinafter provided. 

(Z) lnsu~ance perMitted under the provisions of this 

secti~n shall be obtained th~ouqh an insurance company 

authorized to conduct such business in Montana by a duly 

licensed agent o~ agency of this state. P~e•iuas shall not 

exceed those fixed by law or current applicable •anual 

~ates. Insurance w~itten as authorized by this section may 

contain a mo~tgaqee clause o~ other approp~iate p~ovisions 

to protect the insurable interest of the licensee. 

(3) When the principal a•ount of the loan exceeds $300 

eKclusiYe of the portion thereof att~ibutable to lnsu~ance 

premiu~s and charges. the llc~nsee •ay ~equire a bo~rower to 

insu~e property offe~ed as security against any substantial 

risk of loss~ damage, or destruction for an aaount not to 

excee1 the reasonable value of the property insured or the 

amount of the loan, whichever is smaller. and for the 

customary t~rm approxlmatin9 the ter~ of the loan contract. 

It srall be optional Nith the borrower to obtain such 

insurance in an amount oreater th3n the aMount of the loan 

or fo~ a longer term. 

(4) Subject to the laws of this state, c~edit life 

insur3~ce and c~edit disability insurnnce may be proyided at 

thP. e~pense of the borrower and ~ay ba orovided by a 

-10- HB 338 
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llcensl!"e upon the request of the borrower when the principal 

aMOunt of the loan exceeds SJOo, exclusive of ~he portion 

theraof attributable to insurance pr&miu•s and charges. ~ 

eny--~eeft--s~~~--+ne~~e--e.oa~~--88¥eftee~--~o~--•,.~urene@ 

preMi-aM-aftff-ehet"J4tST--fltet.--f.eett--':fh&~+--no~--+ft--etty--e¥ent 

eweeed-•~§y6Mw 

(5) The Insurance authorized by this section May be 

sold, obta~fned. or provided by .or through a licensee, and 

the ~remlue or identff'l-able charge tor the insurance •ay be 

included In the principal a~unt of the Joan; provided• 

however, that no licensee shall require a borrower to 

purchase such insurance fro• such licensee or from any 

particular agent, broker, or Insurance co~any as a 

condition precedent for the obtaining of a Joan. Any gain or 

advantage to the licensee or any employee, affiliate• or 

associate of the licensee from the sele• provision, or 

obtai"ing of insurance as authorized by this section shall 

not be dee.ed to be additional charqes or a violation of 

this chapter. 

(6) A licensee shall not require insurance under this 

section until any existing Insurance o~ the sa•e type has 

ex p-I red or has baien canceled and the Unearned part ion ·of the 

preflliUII for the cancel·ed insurance has been rebated to fhe 

borrower. 

17) The ~&ft't!t lllllllifl.t of UOO '"""'--y888 In 

~u- HB 338 
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subs~~tions (3) ano (4J ere !& subject to change pursuant to 

32-5-104 on adjustMent of dollar aaounts•" 

Section 6. Section 3Z-5-40l, MCA, is a•ended to read: 

"32-5-402. Investigations. t+t The depart•ent may at 

any time Investigate any transaction with borrowers ano may 

examine the books, accounts, and r&cords in this state to 

discover violations of this chapter by: 

te~Lll a licensee; QL 

t&t--e-P*r~eft-wha-adve~~~es-¥e~y--~e++e+~sy--or--~ds 

n+~e+#--eu~--es-w+~+~-~e-~e-+oens-+ft-&meantt-ef-•is•eea 

or•._t!'5-~t-er 

tetL-Zl a oerson whoM the departMent has reason to 

believe is violating or is about to violate this chapter. 

t~t--fhe-e~~t-o~-•~§y&68-+ft-~~se~+oft-t+t-+s-~u&j~et 

~o---~heft~~--~saent--~o--~he--prow+s+ons--ef--~e-s-~8~--on 

adi~.en~-o~-dc++er-~~s•• 

Section T. Section 32-5-SOl, HCA 9 is a~ended to read: 

•3-Z-5-501. Open-end loans. {1) A holder of a 

s uppl e•entar y 1 i cense -Y aake open-end J oans -.-~--tfte 

.sw+~e--eeo~-~~~~~-*~-~eP-+oen,-•nder-~+•-eftep~e~ 

and •ay contract for and receive charges at a rate not in 

excess of the rat~ set forth fn 32-5-301(10) on unpaid 

balances ou~standing fro• tf.a to tiae for the actual ti•e 

outstanding. 

f2) A holder of a supple.antary license may not 
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co•pou~d cnarqes by adding any unpaid charges authorized by 

2 tt.is section ~o the unpaid principal balance of the 

3 borro~er•s accounti however9 the unpaid principal balance 

4 may include the fees paid to third parties as authorized by 

~ 31-5-~04 and by 32-5-301(7).• 

-End-

-13- HB 338 


