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BILL NO. _.333 ]

i

INTEDDUCED EY

A BILL FOR AN ACT ENTITLED: ®AN ACT TO PERMIT SUPPLEMENTARY
LTICENSEES UNDER THE CONSUMER LOAN ACT TO MAKE LOANS 1IN ANY
AMOUNT; AMENDING SECTIONS 32-5-102s 32-5-103s 32-5-201,

32-5-301y 32-5-306s 32-5-402y AND 32-5-501y MCA™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section ls Section 32-5-+102y MCA,y is amended to read:
"32-5-102, Definitionss Unless the context requires
otherwisey in this chapter the following definitions applyt
{1} "Person® means individuals, partnershipssy
associgtions, corporations, and all legal entities in the
leaning businessa.

[2) "License® means one or both of the licenses
arovided for by this chaptere

{3) *Licensee®” means the person holding a licensea

(4) T™Department™ means the department of coamerce
orovided for in Title 2+ chapter 15y part lde

{5} ™Consumer type Yoan business®™ means the business
of making loans ef-425y086—er—teasy—which-amsunt-is——subject
to-—change—parsnant—to—the-provisions-of—32-5-184vy generally
repayable in substantially egual installments.®

Section Z. Section 32-5-103y MCAy is amended to reaa:

10
11
12
13
14
15
15
17
18
19
20
21
22
23
26

25

LC 2001/01

“32-5-103., Engaging in business of making loans
restricteds (1) No person shall engage in the business of
making loans or advances of money on credit in emounts—of
$25v006—or—teas any _amount and contract fory charges or
receive directly or indirectly on or in connection with any
such loan or advance any chargess whether for interests
compensations copsiderationy or expensey which in the
aggregate are greater than those provided by 31-1-107(1)s
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 bankss trust companiess
savings or building and Toan associationse credit unionss or
a person engaged in business as a licensed pawnbroker or any
person who shall extend credit in connection with the sale
of a commodity shall not become a licensee under this
chapter nor shall any of the provisions of this chaptér
apply to any such exempted persone

(2) The provisions of subsection (1) shall apply to
any person who seeks to evade its applications by any
devices subterfuges or pretense whatsoevera

{3) Any contract of Joan in the wmaking or collection
of #hich any act shall have been done which violates
subsection {1) of this section shall bz voids and the lender
shall have no right to collects receivey or retain any

principals interest. or charges whatsoever.s
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+4F-~Fhe—2mount—-af—$259060-+n-subSeetion—tiy—is-subhjece
o eNange——PursHant——to—the—provisions——of-—32. 5~ d9——-an
adjustmerrt—of-do Har-ameumtsy™

Section 3. Section 32-5-201s MCAy is amended to reaa:

¥32-5-201, License application and fees -
supplementary 1licenses {1) (a) A place of business operated
under this chapter shall properly display on the nremises a
nontransferable and nonassignable license. The same person
may obtain additional licenses upon compiliance with this
chapter as to each license.

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

{c} A licensee may move his place of business from one
place to another within @ county without obtaining a new
licensey 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 fees, The
license fee shall be returned to the applicant if the
application is denieda The license year is the calendar
yedary and the license fee for any period less than 6 months
is $62a0D. A Tlicense remains in force until surrendereds
suspendedy or revokeda.

(2) No licensee under the provisions of this chapter

shall 1lend #aoney in a total sum greater than $1,00C to any
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borrower or to any borrower and spouse except under the
following circumstances:

{2) Hheﬁ any person holding a3 license provided for in
subsection (1) desires to make 1loans for any amount in
excess Of $1,000 but—not—execoeding—$25¢808y 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 vear or one—half of said sum for any period
Jess than & monthsa

(b) The department shall grant: on applications a
supplementary license to a holder of a license provided for
in subsection (1}.

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

(d) Provisions of 32-5-301 relating to refundsy fecs,
and charges and the other provisions of this chapter not
inconsistent with this section shall be applicable to Toans
made under authority eof a supplementary licenses.

{3) A1l moneys collected under the authority of this
chapter shal? be paid into the state treasury by tne
departmente.

{4) The eameunts amount of 3$1.000 end-—$25y@8e in
subsection {Z) are js subject to change pursuant to the

provisions of 32-5-104"
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Section 4. Section 32-5-301y MCAy is amemded to readt

#32-5-3¢l. Chargeses refundss penaltiess filing Ffeese
(1) Every licensee hereunder may contract for and receive on
any lean of money not exceeding $1+000 in principal amount:

(2) charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the 1loan neot
exceeding $500;

(b} $1l6 per year per 3$130 on that part of the
principal amount of the loan exceeding $500 but not
exceeding $1,0004.

{2} The holder of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1) for the first 31,000 of the principal amount
of any loan and may contract for and receive charges at
rates not in excess of $12 per yecar per $100 on that part of
the principal amount of any loan exceeding $1s000 but not
exceeding 75500«

{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 loan to the due date of the
fFinal scheduled instaliment IJrrespective of the fact that
the loan is payable in installmentss. Said charges shall oe
added to the principal of the loan and shall not Le
discounted or deducted therefrom or paid or received at .the

tiﬁe the lean is made. For the purpose of computing charges

-

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

25

LC 2601701

for a fraction of a months a day shall be considered
one-thirtieth of a month.

(4) On idoans of $30 or less a licensee may charges in
lieu of charges specified in {1} of this sectiony not in
excess of $1 for each $5 of cash or credit advanced to the
borrower up to the amount of $90. A period of at least 15
days wmust be allowed for the repayment of each 35 cash or
credit advanceds Such charges camnot 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 3$9(0.

{5) Hhen any Tloan contracte new loany renewals or
otherwisey is paid in full by cash 1 month or more before
the final Iinstallment datesy 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 7TB8ths or sum of the digits
principle as follows: the amount of the refund or credit
shall be as great a proportion of the total charges
originally contracted for as the sum of the consecutive
monthly balances of the contract scheduled %o follow the
date of prepayment bears to the sum of all the consecutive
monthly balances of the contracts both sums to be determined
according to the payment schedule originally contracted forae

(€) If the contract so providess the additional charge

for any amount past due according to the original terms of

—-&5—
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the contracts whether by reason of default or extension
agreamanty may be 5% of the amount past dues and said amount
may be charged once and no more,

{T) (a) The licensee may include in the principal
amount of any loan the actual fees paid a public official or
agency of the state for filing, recordingy or releasing any
instrument securing the ioan.

(b} The licensee may include in the principal! amount
of any 1loan bona fide charges related to real ostate
security and paid to third partiess including:

{i}) fees or premiums Ffor title examinations title
insurancey or similar purposesy including survey;

{(ii) Fees for preparation of a deeds settlement
statementy or other documents;

{iii) fees for notarizing deeds and other documents;

(iv) appraisal fees;

{v) fees for credit reports; and

[vi) fees paid to a trustee for release of a trust
deeds

t8) 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 excaess

of those autherized by this chapter. Al) balances due to a
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licensee from any person as a borrower or as an endorsets
quarantore or surety for any borrower or otherwise or dusg
from any husband or wifes jointly or severallyy shall be
considered a part of any loan being made by 3 licensee to
such person for +the purpose of computing interest or
chargesa If any amount in excess of the charges permitted by
this chapter is chargeds contracted fors and receiveas
except as the result of an accidental and bona fide error of
computations the licensee shall have no right to collect or
receive any charges.

{9} On any loan of money exceeding $7¢500 in principal
amounts a 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 37:500 but-—not
exeeeding-——225¢880 in principal amounts a licensee may
cantract and receive charges at a rate not in excess of 2%
per month on thbe principal! amount as follows:

{2) Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstandinge Each payment shall be applied
first ta accumulated charges and the remainder of the
payment applied to the unpaid principal balances except that

if the awmount of the payment is insufficient to pay the

-8
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accumulated chargesy 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 wmay not be
payable in advance or compoundeds Howevers if part or all of
the consideration for a new 1loan contract is the unpaid
principal balance of a prior Jloans the principal amount
payable under such new loan contract may include any unpaid
charges which have accrueds The resulting loan contract is a
new and separate loan transaction for 2ll purposese The
principal baltance of a prior leoan 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 (95}e

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

(i12) The provisions of subsections ([3) and (6) do not
apply to loans made under subsections {(9) through (1ll}.

{13) The amounts of $90s $500y $19000y and $Ty500y—end
43254808 in subsections (l)s (2)+ (%)» (9)e and ({10} are
subject +to change pursuant to the provisions of 32-5-104 on
ad justment of dollar amounts.™

Section Se Section 32-5-306y MCAs is amended to read:

"32~5-306s Insurance« (1} No insurance of any kind

shall be written by a licensee or employeey affiliates or
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associate of the Jlicensees in connection with any loan
except as hereinafter provideds

{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 state. Premiums shall not
exceed thase fixed by law or current applicable manual
rates. Insurance written as authorized by this section may
contain a mortgagee clause or other appropriate provisioas
to protect the insurable interest of the licenseea

(3) uWhen thé principal amount of the loan exceeds $300
exclusive of the portion thereof attributable to insurance
premiums and chargesy the licensee may require a borrower to
insure property offered as security against any substantial
risk of lossy damages or destruction for an amount not to
exceed the reasonable value of the property insured or the
amount of the Joany whichever is <smallery and for the
customary term approximating the term of the loan contracte
It snall be optional with the borrower to obtafn such
insurance in an amount greater than the amount of the 1locan
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 may be provided Oy a

licensee upon the request of the borrower when the principal

-10-
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amount of the Jloan exceeds $300y exclusive of the portion
thereof attributable to insurance premiums and chargesa ¥f
sny-~toan——akat—inetutde——onounts-——advaneed—-~for-—insyrance
premiums-ond-chargesy—such~—toon—shati--not—rn-—any-—event
exesed—3254000x

(5) The insurance authorized by this section may be
solds obtaineds or provided by or through a licensee, and
the premium or identifiable charge for the insurance may be
included in the principal amount of the 1loan; provideds
howevers that no licensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agents brokery of insurance company as a
condition precedent for the obtaining of a loans Any qain or
advantage to the licensee or any employeey affiliatey or
associate of the licensee from the saley provisionsy or
obtaining of insurance as authorized by this section shall
not be deemed to be additional charges or a violation of
this chapter.

(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
borrower,

{7) Tha ametnts amount of 3300 end—$254600 in

subsactions (3) and (4) ere is subject to change pursuant to
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32-5-104 on adjustment of dollar amountse"

Section 6. Section 32-5~40Zy MCAy i5 amended to reaqa:

#32-5—40Zs Investigations. %) The department nay at
any time investigate any transaction with borrowers and may
examine the bhooksy accountss and records in this state to
discover violations of this chapter by:

ta3fly o lticensee; o

thi—a—-person-who—cdvertisea-fory——soticitay——or—holtds
himsetf-ovt—eas—witiing-to—make-Foans—in—enovnts-of—$25y560
or—fessi—or

te¥{2) a person whom the department has reason to
believe is violating or is about to violate this chaptera

t2)-—Fhe—amotint—of—$#5v868—in—subsection—{y—+9—subject
to-——change——pursuant——to——the-—-provisions—of-—32—6—18%--on
edidatment—of—doitar-amountsy”

Section 7. Section 32-5-501y MCAy is amended to read:

»32-~5-501s Open—end loansa (1) A holder of a
supplementary license may make open-end loans uwap—2to-——the
mexTmun-—amegnt—pernitted-for-asther—ioans—under-this—ehapter
and may contract for and receive charges at a rate pot in
excess of the rate set forth in 32-5-301(10) on unpaid
haltances outstanding from time to time for the actual time
outstandinge

{2 A holder of a supplementary license may not

compound charges by adding any unpaid charges authorized by
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this section to the unpaid principal balance of the
borrower®s account; howevery the unpaid principal baltance
may inctude Lhe fees paid to third parties as authorized by
32-5~504 and by 32-5-301(7)a."

—-End-
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Approved by Committee
on Business and Industry

BILL NO. _3_3_3' ,
mtzuouc&n év «%%J\&d’ caﬂuﬂ @w@

A BILL FOR AN ACT ENTITLEDz ™AN ACT TO PERMIT SUPPLEMENTARY

LICENSEES UNDER THE CONSUMER LOAN ACT TO MAKE LOANS 1IN ANY
AMOUNT; AMENDING SECTIONS 32-5-102s 32-5-1034 32-5-201,

32-5-301y 32-5-306y 32-5-402y AND 32-5-501y HCAe™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-5-102y MCAs is amended to read:
»32-5~-102, Definitionss Unless the context requires

otherwisey in this chapter the following definitions apply:

{1} “person® means individuals,y partnershipss
assoclationss corporationsy and all legal entities in the
loaning business.

(2) ="License" means one or both of the Ticenses
provided for by this chaptere

{3) ™"Licensee® means the person holding a licenseas

{4} ™Department®™ wmeans the department of commerce
provided for in Title 29 chapter 15y part 13.

(5) “Consumer type loan business" means the business
of making loans ef-5$25y088-ar-tessy-which—ameunt—i-s—supject
to-—change—pursuent—te—the-provistons—of-32—5-104y generally
repayable in substantially equal installmentse"

Section Z. Section 32-5-1033 MCAs is amended to read:
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®32-5-103« Engaying in business of making loans
restricteds (1) No person shall engage in the business of
making Joans or advances of money on credit in emeunts—of
$2Sv866-or-}ess any amount and contract fory charges or
receive directly or indirectly on or in Connection with any
such loan or advance any chargess whether for interest,
compensationy considerations or expenser 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 bankss trust companies,y
savings or building and loan assuciationse credit unionsy or
a person engaged in business as a licensed pawnbroker or any
person who shall extend credit in connection with the sale
of a <ommodity shall not become a licensee under this
chapter nor shall any of the provisions of this chapter
apply to any such exempted persana

{2} The provisions of subsecticn (1} shall apply to
any person whe seeks to evade its applications by any
device, subterfuges or pretense whatsocevers

(3} any contract of loan in the making or c¢ollection
of which any act shall have been done which violates
subsection (1) of this section shall b> voidsy and the lender
shall have ne right to collecty receivey, or retain any

principals interests or charges whatsocever,.

. SECOND READING
o NER
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t43——Fhe—amount-of-$35y800—in-subsection—{t}-is-subjecst
Lo ERANGE——PUrSHONE— to—the——provistons——oF-—IR~5—1B4———on
adjustment—of-da I ar-amountsy™

Section 3. Section 32-5-201¢ MCAy is amended to reads:

»32-5-20l. License application and fees -
supplementary license. (1) (a) A place of business operated
under this chapter shall properly display on the premises a
nontransferable and nonassignable license. The same person
may obtain additional licenses upon compliance With this
chapter as to each license.

(b} Application for a license shall be on a foram
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
licensey provided he obtains written peramission from the
departaent.

{d} With each application the applicant shall submit
$5D0 as an investigation fee and %125 as a license fee. The
license fee shall be returned +to the applicant if the
application is denieda The 1license year is the calendar
yeary and the license fee for any period less than 6 wmonths
is $62«50. A license remains in force until surrenderedy
suspendedy or revoked.

(2} No licensee under the provisions of this chapter

shall 1end woney in a total sum greater than $1,000 to any
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borrower or to any borrower and spouse except under the
following circumstances:

{3) HWhen any person holding a license provided for in
subsection (1) desires to make 1loans for any amount in
excess of $1,000 but-not—esceeding-$25y888+ the holder of
such license may apply to the department for a supplementary
license and pay therefor an additional license fee of 375
per calendar year or one-half of said sum for any period
Tess than 6 months.

{b) The department shall granty on applications =a
supplementary license to a holder of a license provided for
in subsection (1).

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

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

{3) Al moneys collected under the authority of this
chapter shall be paid into the state treasury by the
departmente

{4) The amounts gmount of 31,000 end--425¢y886 in
subsection (2) aee I3 subject to change pursuant to the

provisions of 32-5-104.%
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Section 4. Section 32-5-30ly MCAs is amended to read:

*32-5-301. Chargess refundss penaltiess filing Ffeess
(1} £very licensee hereunder may contract for and receive on
any loan of money not exceeding $14000 in principal amount:

(@) <charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the Jloan not
exceeding $500;

(b] $16 per year per $100 on that part of the
principal amount of the loan exceeding $500 put not
exceeding $1y0004

{2) The holder of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1) for the first 315000 of the principal amount
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 $7+500.

{3) Charges in (1} and {Z) shall ba 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 lecan and shall not bLe
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 monthy a day shall be considered
one—thirtieth of a montha

(4) Dn loans of 390 or less a licensee may charges in
lieu of charges specified in (1) of this sections not in
excess of $1 for each 35 of cash or credit advanced to the
borrower up to the amount of $90. A period of at Jeast 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 loan over £90 or on any balance
of $90 or Yess when the original loan was greater than $90.

(5) When any loan contracty new loany renewals or
otherwise, is paid in full by cash 1 month or more bhefore
the final installment date, the licensee shall refund or
¢redit the borrower with that portion of the total charges
which shall be due the borrower as determined by Schedules
prepared under the rule of 7TB8ths or sum of the digits
principle as fellows: +the amount of the refund or credit
shall be as great a proportion of the total charges
originally contracted for as the sum of the comsecutive
monthly balances of the contract scheduled to follow the
date of prepayment bears to the sum of all the comsecutive
monthly balances of the contractry both sums to be determined
according to the payment schedule originally contracted fore

{6) If the contract so providess the additional charge

for any amount past due according to the original terms of
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the contracty 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 mores

{7} ({a} The licensee may include in the principal
amount of any Joan the actual fees paid a public official or
agency of the state for filings recordings or releasing any
instrument securing the loane

(b) The licensee may include in the principal amount
of any Joan bona fide charges related to real estate
security and paid to third partiesy including:

{i}) fees or premiums for tit!e examinations title
insurances or similar purposesy including survey;

{ii) fees for preparation of a deedsy settiement
statementy or other documents;

{iti) fees for notarizing deeds and other documents;

(iv) apprzisal fees;

{v) fees for credit reports: and

{vi) fees paid to & trustee for release of & trust
deed.

{8y No further or other charges shall be directily 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 chapter. Al balances due to a
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licensee from any person as 2 bofrower or as an endorsers
guarantory or surety for any borrower or otherwise or due
from any husband or wifes jointly or severallys shall be
considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
chargese If any amount in excess of the charges permitted Ly
this chapter is chargeds contracted forsy and receiveds
except as the result of an accidental and bona fide error of
computations the licensee shall have no right to tollect or
receive any charges,

(9) On any loan of money exceeding $7¢500 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}«

{10} On any loan of money exceeding $7+500 bot——not
exceeding--925¢880 in principal amounte a licensee may
contract and receive charges at a rate not in excess of 2%
par month on the principal amount as follows:

(a) Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstanding. Each payment shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balancesy except that

if the awmount of the payment is insufficient to pay the
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accumul ated chargess unpaid charges continue to accumulate
to be paid from the proceeds of subsequent payments and are
not added to the principal balance.

{b) Charges ma&e under this subsection may not be
payable in advance or compounded. Howevers if part or all of
the consideration for a new 1loan coatract is the unpaid
principal balance of a prior %loans the principal amount
payable under such new loan contract may include any unpaid
charges which have accrueds 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 fraction
of a months a day 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 (11}.

{13) The amounts of $90s $500+ $1+000+ and $7e500y—und
425y0880 in subsections {(1)y (2)» (%)e (9)y and (10} are
subject +to change pursuant te the provisions of 32-5-104 on
ad justment of dollar amounts.™

Section S- Section 32-5-306s MCAs is amended to reads:

H32-5-306. Insurance,s (1) No insurance of any kind

shall be written by a licensee or employeey affiliates or
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associate of the licenseey in connection with any loan
except as hereinafter provideda

{2) Insurance pernitted under the provisions of this
section shall be obtained through an insurance company
authorized to conduct such business in Montana by a duly
}icensed agent or agency of this states 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 licensees

(3} wWhen thé principal amount of the loan exceeds 3300
exclusive of the portion thereof attributable to insurance
premiums and chargesy the licensee may require a borrower to
insure property offered as security against any substantial
risk of 1losss damagey or destruction for an amount not to
exceed the reasonable value of the property insured or the
amount of the 1lcans whichever is smallers and for the
customary term approximatiné the term of the Joan contracte
it sha2ll be optional with the borrower to obtain such
insurance in an amount greater than the amount of the 1lcan
or for a longer terma.

{4} Subject to the VYaws of this statey credit life
insurance and credit disability éinsurance may be provided at
the expense of the borrower and may be provided by a

licensee wpon the request of the borrower when the principal

-10~
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amount of the loan exceeds $300s exclusive of the portion
thereof attributable to insurance premiums and charges. E2 3
any--toan-—shatt—inclvde—omounts—advanced——for—insursnce
premiums—end-chargesy—such——toan—-shalt-—not—in-—any—event
execed-325y008y

{3} The insurance authorized by this section may be
solds obtainedy or provided by or through a licensees and
the premium or identifiable charge for the insurance may be
included in the principal amount of the loan; provideds
however, that no Jlicensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agenty brokers of insurance company as a
condition precedent for the obtaining of a loane Any gain or
advantage to the licensee or any employees affiliates or
associate of the licensce from the saley provisions or
obtaining of insurance as authorized by this section shall
not be deemed to be additional charges or a violation of
this chaptera

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

(T} The amodnts amount of 35300 ond--$254608 in

subsections (3) and {4) wre LS subject to change pursuant to

<11~
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32-5-104 on adjustment of dollar amounts.w

Section 6. Section 32-5-402y MCAy is amended to reads:

*32-5-402. Investigationss 43> The department may at
any time investigate any transaction with borrowers and may
examine the bookss accountss and records in this state to
discover violations of this chapter by:

fa3(l) a licensee; of

thi——a-person-who-advertises—fory-—seticitay——ar—hotds
himyetf-—out-—as—wittrng—to—moke-Foans—in—emounts-of-4255y000
or—tesst—or

te¥{i) a person whom the department has reason to
believe is violating or is about to violate this chapter.

1E}——Fhe—cmount-of-$25¢688-in—subsection—{iy-Fs-subjent
to——chunge——pursuant-—to——the-—provisions—of——~32-5~184—on
adjustment-of—doilar-owountss”

Section 7. Section 32-5-50ly MCAs IS amended to read:

"32-5-501l« Open—end loanse (1] A holder of a
supplementary license may make open-end loans up—to——tire
moxinun-—omoont-permivted—for—other-Foans-under-this—chapter
and may contract for and receive charges at a rate not in
excess of the rate set forth in 32-5-3G61(10) on unpaid
batances outstanding from time to time for the actual time
outstandings.

(2)y A holder of a supplementary licemse aay not

compound charges by adding any unpaid charges authorized by

~12-
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this section to the unpaid principal balance of the
borrower?s account; howevere the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-301(7)."

—End-
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BILL NO. _5.18

I NTEDGUCED i‘(

A BILL FOR AN ACT ENTITLED: AN ACT TO PERMIT SUPPLEMENTARY
LICENSEES UNDER THE CONSUMER LDAN ACT TO MAKE LOANS 1IN ANY
AMOUNT; AMENDING SECTIONS 32-5-102y 32-5-103s 32-5-201+s

32-5-301y 32-5-306s 32-5-40Zs AND 32-5-501y MCAL"

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-5~102y MCA» is amended to read:
=37-5-102. Definitionss Unless the context requires

otherwises in this chapter the following definitions apply:

{L} "Person™ means individuals, partnershipss
associotionses corporationsy and all l1egal entities iIn the
loaning businessae

{2) "tLicense® means one or both of the licenses
provided for by this chaptere

{3) PLicensee” means the person holding a Iicense..

{4#) ™Department™ wmeans the department of commerce
provided for in Title 24 chapter 15+ part 18.

{5) "“Consumer type loan business® means the business
of making loans of—335y500-or—tassy-which-anount—is—subject
to—ehonge—porsvant—ets—bhe-provisiens-ef~-32—5-304y generally
repayabte in substantially equal installments.=

Section 2. Section 32-5-103y MCAy is amended to read:
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»32-5-103. Engaging in business of making 1loans
restricted. {1) No person shall engage in the business of
making loans or advances of money on credit in emounts—of
$25vy000—or—Jess any amgunt and contract fore charges - or
veceive directly or indirectly on or in connection with any
such loan or advance any chargess whether for interests
compensationy considerations or expenses which in the
aggregate are greater than those provided by 31-1-107¢1)y
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 banksy trust companiess
savings or building and lean associationsy credit wnionsy 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 a3 licensee under this
chapter nor shall any of the provisions of this chapter
apply to any such exempted persone.

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

{3) Any contract of loan in the making or collection
of which any act shall have been done which violates
subsection {l1) of this section shall be voids and the lender
shall have no right to collecty receives Or retain any
principals interesty or charges whatsoever.

-2
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+Her-—Fhe-amount-of-$25y000—in-subsection—{H-is-subject
wo—ehange-—pirsuant——to—the—provisiens-—of--32-5-304-—on
adjustment—of-dotlor-onountsy™

Section 3. Section 32-5-201ls MCAy is amended to read:

®32-5-201le License application and fees —_—
supplementary licenses (1) (a) A place of business operated
under this chapter shall properly display on the premises a
nortransferable and nonassignable license. The samwe person
may obtain additional licenses upon compliance with this
chapter as to each license,

(b} Application for a license shall be on a forms
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
licensey provided he obtains written peraission fros the
department.

(d) With each application the applicant shall submit
$50 as amn investigation Fee and $125 as a license fee. The
license fee shall be vreturned to the applicant if the
application is denieds The 1license year Is the calendar
yeary and the license fee for any period less than 6 wmonths
is $62450. ‘A license remains in force until surrendereds
suspendedy OF revoked,

{2} Mo licensee under the provisions of this chapter

shall 1lend aoney in a total sum greater than $1.00¢ to any
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borrower or to any borrower and spouse except under the
following circumstances:

{a} Hhen any person holding a ticense provided for in
subsection (1) desires to make 1loans for any amount in
excess of $14000 but-not—exceading—925y060, the holder of
such license may apply to the departsent 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 monthsa.

{b) The department shall granty on applications a
supplementary license to a holder of a license provided for
in subsection (1).

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

{d) Provisions of 32-5-301 relating to refunds: Ffeesy
and charges and the other provisions of this chapter not
inconsistent with this section shall ba applicable to loans
made under authority of a suppliementary II:ensé-

{3) Al1l momneys collected under the authority of this
chapter sha¥l be paid into the state treasury by the
departments

{4) The omownts amuunt of 3$1+000 ond—825¢800 in
subsection {2) aee ]J5 subject to <change pursuant to the

provisiaons of 32-5-104.%

—
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Section 4« Section 32-5-301y MCAy is amended to read:

m32~5-30l. Chargess refundss penaltiess filing fees.
{1) Every licensee hereunder may contract for and receive on
any ‘Toan of money not exceeding $1:000 Jn principal amounts:

{a) <charges at rates not in excess of $20 per year per
$100 on that part of the principal asount of the loan not
exceeding $5005

(b) 316 per vyear per S$100 on that part of the
principal amount of the loan exceeding $500 but not
exceeding $1,000,

{2) The holder of a supplementary Vicense may contract
far and receive charges at rates authorized for licensees in
subsection (1} for the first $14000 of the principal amount
of any loan and may contract for and receive charges at
rates not in excess of 312 per year per 3100 on that part of
the principal amount of any loan exceeding $12000 but not
exceeding $7,5004«

(3) Charges in (1) and {2} shall be computed at the
applicable rates on the fully original principal amount of
the 1oan from the date of the loan to the due date of the
final scheduled installment irrespective of the fact that
the 1oan is payable in installmentses Said charges shall obe
added to the principal of the loan and shall not be
discountaed 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 wmonths a day shall be considered
one-thirtieth of a montha

(4) On Tloans of $90 or less a licensee may chargey in
lieu of charges specified in (1) of this sections not in
excess of 31 for each 35 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 advancede 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 3$90.

{5) Hhen any loan contracts new Joans renewale or
otherwise, is paid in full by cash 1 month or mare before
the final instaliment dates the licensee shall ‘rafund 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 7V8ths or sum of the digits
principle as follows: the amount of the refund or cradit
shall be as great a proportion of the total <charges
originally contracted for as the sum of the consecutive
monthly balances of the contract scheduled to follow the
date of prepayment bears to the sum of all the consecutive
monthly balances of the contracts both sums to be determined
according to the payment schedule originally contracted fora.

{6) 1If the contract so providess the additional charge

for any amount past due according to the original teras of

—f-
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the contracty whether by reason of default or extension
agreemcnte may be 5% of the amount past dues and said amount
may be charged once and no more.

(7) (a) The licensea may include in the principal
amount of any loan the actual fees palid a public official or
agency of the state for filings recordingy or releasing any
instrument securing the loane

{(b) The licensee may include in the principal amount
of any loan boma fide charges related to real estate
security and paid to third parties, including:

{i} fees or premiums fFfor title examinations title
insurancar or similar purposesy including survey;

(ii) Fees for preparation of a deeds settlement
statemsents or other documents;

(¥ii) fees for notarizing deeds and other documents;:

(iv) appraisal fees;

(v) 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 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 obhtaining charges in excess

of those authoriZed by this chapters Al1 halances due to a
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licensee from any person as a borrower or as an endorsers
guarantore or surety for any borrower or otherwise or due
from any husband or wifey jolntly or severallys shall be
considered a part of any loan being made by a licensea to
such person for the purpose of computing interest or
charges. If any amount in excess of the charges permitted by
this chapter is chargeds contracted fors and receiveds
except as the result of an accidental and bona fide error of
computations the licensee shall have no right to collect or
receive any charges,

(9) On any Yoan of money exceeding $7+500 in principal
amounts a licenkee 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}

(10) On any loan of mboney excéeding 57.500 bue——not
enceeding——32598080 in principal amountr a licensee may
contract and receive charges at a rate not in excess of 23X
per month on the principal amount as follows:

{a) tCharges shall bhe computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstanding. Each payment shall bae applied
first to accumulated charges and the Tremainder of the
payment applied to the unpaid principal balances except that

if the amount of the paymsent is insufficient to pay the
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accumulated chargesy 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 may not be
payable in advance or compounded. Howevers If part or all of

the consideration for a new loan contract is the unpaid

-principal balance of a prior 1loans the principal amount

payable under such new loan contract may include any unpaid
charges which have accruede The resulting loam contract is a
new and separate loan transaction for all purposess 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])e.

{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 {3) and (6) do not
apply to loans made under subsections {9) through (Il}.

(13} The awmounts of $90s %500y $14000s and $7+500¢-and
4385888 in subsections (1)« {2)y (%4} (9)+ and (10} are
subject to change pursuant to the provisions of 32-5-104 on
ad justment of dollar amounts.”

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

®32-5-306. Insurances (1) No insurance of any kind

shall be written by a licensee or employeey affiliates or
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associate of the Jlicensees in comnection 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 a duly
licensed agent or agency of this state. Premiuams shall not
exceed those fixed by law or curreant applicable mamnual
rates. Insurance written as authorized by this section may
contain a mortgagee clause or other appropriate provi#ions
to protect the insurable interest of the 1icensee.

(3) kKhen the principal amount of the loan exceeds $300
exclusive of the portion thereof attributabie to insurance
premiums and chargess the licensee may require a borrower to
insure property offered as security against any substantial
risk of Josss damages or destruction for an asount not to
exceed the reasonable value of the property insured or the
amount of the 1Jloans whichever is smallery and for the
customary term approximating the term of the Joan <contracta
It shall be optional with the borrower to obtain such
insurance in an amsount greater than the amount of the lgan
or for a longer terme

{4) Subject to the laws of this state, 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

-10~
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amount of the 1oan exceeds $300+¢ exclusive of the portion
thereof attributable to insurance premiums and charges. ¥
any—-toan—sahaH —inctude——omounts-—advenced-~for—invurance
premiums—end-chargesy-such——-toan——shall—not—~in-—any—event
exceed-$25yH806y

{5) The Iinsurance authorized by this section may be
solds obtainedy or provided by or through a licensees and
the premium or identifiable charge for the insurance may be
included in the principal amount of the loan; provideds
howevery, that no licensee shall require a borrower to
purchase such insurance from such Jicensae or from any
particular agent.s brokers or insurance company as a
condition precedent for tﬁe obtaining of a loane Any gain or
advantage to the licensee or any employees affiliates or
associate of the Jlicensee from the sales provisions or
obtaining of insurarnce as authorized by this section shall
not be deemed to be additional charges or a violation of
this chapters

{6) A licensee shall not require insurance under this
section unti! any existing insurance of the same type has
expired or has been canceled and the unearped portion of the
premiim for the canceled insurance has been rebated to the
borrowera.s

" {1) The emoundts aeount of $300 ond--$25y009 in

subsections {3) and {4) ere |5 subject to change pursuant to

-31-
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32-5-104 on adjustment of dollar amounts."

Section 6. Section 32-5-402y MCA+ is amended to read:

*32-5-402. Investigationsa ¢} The department may at
any time investigate any transaction with borrowers and may
examine the bookss accountss and records in this state to
discover violations of this chapter by:

ta¥f{l) a 1fcensee; or

thi——ea—persen—vho-advertises-fory——soticitsy—or—noids
himvetf—ront-—ar-witing—to-make-Iomns—in-smeunta-of-$254680
or—‘esst—or

te¥3{Z} a person whom the department has reason to
believe is violating or is about to violate this chapter.

12 ——Fhe-amount—of—5$25v000—in—subrsection—tiy—+a—suirject
to——-change—pursvant——to-—the--provisions——of-—32—5—+o4——on
adjvstment-of-doiiar-omountss"

Section T. Section 32-5-501y MCAe is amended to read:

=32+5-501. Opemend Joansa 1) A holder of a
supplesentary 1icense may make open—end loans uwp—to-——the
moxinon—-onount—pernttied—Ffor-other-toany-under-this-chapter
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 from time to time for the actual time
ouvtstanding.

{2) A holder of a supplementary Jlicense =may not

compound charges by adding any unpaid charges authorized by

] B
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this saction to the unpaid " principal baltance of the
borrower®s account; howevery the unpaid principal balance
may include the fees paid to third parties as avthorized by
32-5-504 and by 32-5-301{7)."

-End-
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HOUSE BILL NO. 338
INTRODUCED BY FABREGAy

METCALFes D*CONNELLy HARRINGTON

A BILL FOR AN ACT ENTITLED: *AN ACT TO PERMIT SUPPLEMENTARY
LICENSEES UNDER THE CONSUMER LOAN ACT TO MAKE LOANS 1IN ANY
AMOUNT ; AMENDING  SECTIONS 32-5-102¢ 32-5-133s 32-5-201s

32-5-301s 32-5-306y 32-5-4024 AND 32-5-501y HCA."

BF IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-5-102y MCAy is amended to read:
¥32-5-102. ODefinitionse Unless the context requires
otharwisey in this chapter the following definitions apply:
(1) “Persoa¥ means individuals, partnershipssy
associationsy corporationse and all legal entities in the
loaning business.

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

(3) ®Licensea™ wmeans the person holding a licenses

(4} “Department® means the department of commerce

providted far in Title 2, chapter 15y part 18.

(5) "=Consumer type 1loan business® means the business
of making loans of-425y000-or-ieday-which-amount-+a--subjeect
to--chanse-puradant—teo-the—previrtons—of-32-5-10%y generally

repasyable in substantially egual installments.™
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saction 2. Section 32-5-103y MCAs is amended to read:

=32-5-103« £nnaging in business of making loans
restricted. (1) No person shall engage in +the business . of
making loans or advances of money on credit in emounes-of
$25vy80a-or-Fewy any_amMount and contract fore <chargesy or
receive directly or indirectly on or in connection with any
such loan or advance any chargesy whether for interests
compensation, considerations or expenses which in the
aggrenate are greater than those provided py 31-1-107{1)«
except as provicded in and authorized by this chaptere A
person deoing business under the authority of this state or
the Jnited States relating to banksy trust companiess
savinas or building and Voan associationse credit unionss or
a person engaged in business as a licensed pawnbroker or any
person who shall extend credit in cennection with the sale
of a commodity shall not become a licensee under this
chaptar nor shall any of the provisions of this chapter
apply to any such exempted persona

{2y The ovrovisions of subsection {1) shall apply to
any p2rson who seeks to evade its applications by any
devicey subterfugey or pretense whatsoevers

{3) Any contract of Joan in the making or collection
of which any act shall hava been done which viclates
subsection (1) of this section shall be voids and the lender

shall have no right to collecty receivee Or retain any

-2- HB 338
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princi paly interesty or charges whatsoevere

{4y ~~Fhe-amount-of-$25y806-+n—subseetion-t1}-is-subjece
to-—change-~purentnt--to-~the~-provisions~ of—=32~5-304—-=~an
adjust wetit~of ~deitnr-amountye®

Section 3. Section 32~5-Z01e MCA» is amended to read:

»32-5=201. License application and fees -
supplementary Tlicense. (1) (B) A place of business operated
under this chapter shal) vroperly display on the premises a
noatransferable and nonassignable ticenses The same person
may ohtain additional licenses upon compliance with this
chapter as to each license.

{b} Application for a Vicense shall be on a form
prescribed and furnished by the department.

{c} A licensee may mova his place of business from one
place to ancther within a county without obtaining a new
licensey provided he obtains written permission from the
department .

(d) With each application the applicant shall submit
$50 as an investigation fee and $12% as a license fees The
license fee shall be veturned <to the applicant if the
applivation is denied. The Ticense year is the calendar
yeary and the ticense fea For any period less than & wmonths
Is $62450s A° license remains in force until surrendereds

suspendedy or revokede

{2}y No licensee under the provisians of this chapter
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shall 1lend money in 2 total sum greater than 31,000 ro any
porrowar or to any borrower and spouse exceépt under the
fellowing circumstancess

{a) when any person holding a license provided for in
subsection (1) desires to make loans for any amount in
excess of $1,000 but-pnot-excending-425y069s the hclder of
such license may apply to the départment for a supplementary
license and pay therefor an additional license fee of $75
per calendar vyear or one-half of said sus for any period
less than 4 monthse

(b} The department shall granty on applicatione a
supplementary license to a holder of a license provided for
in subsection (1l}.

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

{d) Provisions of 32-5-3GiL relating to refundse feess
and charges and the other provisions of this chapter not
inconsistent with this section shall be applticable to 1loans
made under authority of a supplementary license.

{3) AY}? moneys collected under the authority of this
chapter shall be paid Into the state treasury by the
departmente

(%) The =mmeumts amount of $1,000 and--$254888 in

subsecticn (Zi ere |ls subject to change pursuant to the

e H3 338
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provisions of 22-5~-104."

Section 4 Section 32-5-301y MChs i5 amended to read:

*32-5-301. Chargess refundsy penalties, filing Ffees.
{l1) Bvery licensee hereunder may ceniract for and.receive on
any Tloan of money not exceeding $1,000 in principal amount:

{a) <charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the lgan not
exceading $500;3

{b) %16 per vyear per $100 on that part of the
srincipal amount of the loan exceeding $500 but not
exceeding 31,0004

{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 $12 per year per $100 on that part of
the nrincipal amount of any loan exceeding $1+000 dut not
exceeding $7+500.

{3) CLharges in (1} and (2) shall bs 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 installment irrespective of the fact that
the 12an is payable in installments. 5Said charges shail be
added to the principal of the Yoan and shall pot be

discounted or deducted therefram or paid or received at the
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time the 1o0an is made. For the purpose of computing charges
for a fraction of a monthe a day shall be considered
one-trirtieth of a month.

(4) On 1loans of $90 or less a licensee may chargey in
lieu of charges specified in (1} of +this sectione not in
excess of $1 for each 35 of cash or credit advanced to the
borrower up to the amount of $90. A period of at teast 15
days must be allowed for the repayment of each $5 cash or
credit advanceds Such tharges 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 390

{5) When any loan contracty new 1l1oany renewaly or
otherwisey is paiad in full by cash 1 month or more before
the final instaliment date. the lictensee shall refund or
tredit the borrower with that portion of the total charges
which shall be due the torrower as determined by schedules
prepared under the rule of 7TBths or sum of the digits
principle as follows: the amount of the refund or credit
shall be a3 areat a proportion of the total charges
ériqinaliy 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
monthty balances of the contracts both sums to be determined
sccording to the paywent schedule eoriginally contracted fore

{&) 1If the contract so provideses the additional charge

—-&- H3 338
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for ayy amount past due according to the original terms of
the coptracty whether by reason of Jdefault or extension
agresnents may be 5% of the amount past dues and said amount
may be charged once and no mores

(¥ (a) The licensee may incluge in the princlpa?
amount of any loan the actﬁa] fees paid a public official or
agency of the state for filings recardings or releasing any
instrusent securing the loan.

(b} The licensee may include in the principal amount
of any loan bona fide charges related to .real estate
security and pald to third partiess including:

ti) fees ar premiums for title examinationy title
insurapncey or similar purposess including survey;

{ii) feas for preparation of a deady settlement
staterenty or other documentss;

(iii} fees for notarizing deeds and other documents;

{iv) appraisal fees;

{v) Ffees for credit repofts; and

fvi) fees paid to a trustee for release of a +trust
deerds

{8) No further or other charges shall be directly or
indirectly contracted for or received hy any licensee except
those specifically authorized by this chaptere No licensee
shatl divide into separate parts any contract made for the

purpose of or with the effect of .ebtaining ¢charges in excess
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of those authorized by this chapter. A}l bhalances due to a8
licensee from any operson as a borrower or as an endorsers
gquaranters or surety for any borrower or otherwise or due
from any husband or wifey jointly or sevarallys shall be
considered a part of any loan being made by a 1licensee to
such person for the purpose of computing interest of
charg2ss If any amount In excess of the charges permitted by
this chapter s chargeds contracted for, and receiveds
except as the result of an accidental and bona fide error of
computations the licensee shall have no right to collect or
receive any chargese.

{9) On any loan of money exceeding $7+500 in princgoal
amounts a Jicensee may not make charges as provided in
subsections (1) and (2) but shall make charges In accordance
with the provisions of this subsection ehrough_suhsection
(12}«

{10) 9n any loan of money exceeding $7.500 B#ut--not
exeeeding-~$25y880 in principal amounts a licensee may
contract and receive charges at a rate not in excess of 2%
per month on the principal amount as follows:

{a) Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstanding. Each payment shall be applied
First to accumulated charges and the remainder of the

payment applied to the unpaid principal balancey except that

-8~ H3 3138
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if the amount of the payment is insufficient to pay the
accumulated chargese unpaid charges continue to accumulate
to be paid from the proceeds of subsequent payments and are
not added to the principal balance.

(r) Charges made under this subsection wmay not be
payable in advance or compoundede Howevery if part or 211 of
the consideration for a new loan ctontract is the unpaia
principal balance of a prior Jloany the principal amount
payable wunder such new 1oan contract may include any wnpaid
charges which have accrueds The resulting loan contract is a
new and separate loan transaction for all purposess The
principal balance of a prior loan on which charges have been
made pursuanpt 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 fractian
of & month, a day is considered one-thirtieth of a monthe

{12) The provisions of subsections (5) and (6) do not
apply to loans made under subsections (%) through (11).

(13) The amounts of $90y $500s $1+000y pod $7¢500y~end
$259080 in subsections (1}s {2}e (4)s {%)» and (10} are
subJect to change pursuant to the provisions of 32-5-104 on
ad justment of dollar amounts.”

Section 5. Section 32-5-306y MCA, is amended to reag:

"32-5-306e Insurance. (L} No insurance of any kind
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shall be written by a licensee or employees affiliates or
associ ate of the licenseey in connection with any loan
except as hereinafter provideds

(2} 1Insurance permitted under the provisions of this
section shall be obtained through an insurance company
author ized to conduct such business in Montana by a duly
licensed agent or agency of this states FPremiums 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) wWhen the principal amount of the loan exceeds $300
exclusive of the portion thereof attributable to insurance
premiums and chargesy the licensee may require a borrower to
insure property offered as security against any substantial
risk of losss damagey or destruction for an amount not to
exceed the reasonable value of the property insured or the
amount of the Tloany whichever is smallers and for the
custonary term approximating the term of the Yoan contracte
It shall be optional with the borrower to obtain such
insurance in an amount areater than the amount of the 1loan
or for o longer terma

(5) Subject to the laws of this state, credit life
insursnce and gredit disability insurance may be provided at

the expense of the borrower and may be provided by a
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licensee upon the request of the borrower when the principal
amount of the 1loan exceeds $300, sxclusive of the portion
therzof ate€ributaple to insurance prémiums and chargese ¥
any--tosn——sha}t-—include——amounts——advenced--for--insoranee
prenfoms~and-chorgesy—such-~Foon--shali--not-=in-—any-—event
exceed-52598008y

(5) The insurance authorized by this section may be
solds obtaineds or provided by or through a licepseey and
the oremium or identifiable charge for the insurance way be
included In the principal amount af the loan; provideds
howevares that no licensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agenty brokers or Insurance company as a
condition precedent for the obtaining of a2 loan. Any gain or
advantage to the licensee or any employeey affiliates or
associate of the Jlicensee from the sales provisiony or
obtaining of insurance as authorized by this section shall
not be deemed to be additional charges or a violation of
this chaptere

{6) A licensee shall not require insurance under this
section until any existing insurance of the same type has
explred or has been canceled and the unearned portion of the
premium for the canceVed insuyrance has bseén rebated to the
borrower.

{T) The anoEnty Soquht of 3$300 sSHd--$26+8088 in
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subseztions {3} and (%) are lg subject ta change pursuant to
32~5-104 on adjustment of dollar amounts.”

Section &« Section 32-5-402y MCA, is omended to read:

#32-5-402. Investigationss ¢y The department may at
any time Investigate any transaction with Lorrowers and may
examine the bookss accountsy and records in this state to
discover violations of this chapter py:

ta¥(l) a ticensee; pr

thy-——a~persen-who-advertises-fory——soticitay——or--hotds
rimsed f-caut——as-witting-to-make-towna-in-anconte-of-4254y064
or-tessi-or

te¥{2} a person whom the department bhas reason to
bekieve is viaolating or is about to viclate this chapter.

t2y=—=Fhe-amovnnt-of-425y560-tn—-subseetion-{t1)-is-subjeesr
to-~-rhange-—pursuant-—to~—the--provisions-~of--3g~5=1+84~—on
adjustment-of-dobtar-amoontss”

saction T. Section 32~5~501y MCAy is amended to read:

n32-5-501. Dpen-end loans. 1) A holder of a
supplementary license may make open-end loans dp——to-—the
ne:inuaf~a-ount~pern+!Eed-Fer-other—+ocns—under-th+q-ehapter
and may contract for and receive charges at 3 rate not in
excess of the rate set forth In 32~5+-301(10) on unpaid
balances outstanding from time to time for the actual time
outstandings

{2} A holder of a supplementary license may not
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compound charges by adding any unpaid charges authorized by
tris section to the wunpaid principal balance of the
borroser's accounti howevers the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-301{(7}."

-End~
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