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' _ BILL NO. o\l )
INTRODUCED RY / AT A /Z:L,aoﬂ,

Indenaon

A BILL POR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW CONCERNING CCNSUMER LOAN LICENSEES; ALLOWING FPINANCIAL
INSTITUTIONS TO BE LICENSED; REVISING PROVISIONS CONCERNING
INTEREST ON LOANS; REMOVING THE PROHIBITION ON SALE OF
INSURANCE: PROVIDING FOR A BAD CEECK CHARGCE; AND AMENDING
SECTIONS 32-5-103, 32-5-301, 32-5-306, 32-5-322, 32-5-407,

32-5-501, AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-5-103, MCA, is amended to read:
"32-5-103. Engaging in business of making loans

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

making lcans or advances of money on credit in any' amount
and contract for, chafge, or receive directly or indirectly
on or in connection with any such "loan or advance any
charges, whether for interest, compensation, consideratﬁan,
or expense, which in the aggregate are greater than those
provided by 31-1-107(1), except as provided in and
au:ﬁorized by this chapter. Exeept-as-provided-in-subsectien
f2}7-a‘persen~dcing-business-undet-—the-—author%ty——oﬁ——this
state——-er—-the—*Hnited-—State;-—re%ﬂting*—te-—baﬂksr—-t:ust

companfes7—savrngs—erfbuiiding—andfieﬂn~assoctatten37—c:edtt
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untensy-er-a A person engaged in business as a licensed
pawnbroker or--any--person--who--shali--extend—-credit——-in
connection-with-the-sate-of-a-commodity-shail may not become
a licensee wunder this chapter nor shall any of the
provisions o©of this chapter apply to any such exempted
person.

(2) A licensee may sell its business and assets to a
bank, building and locan association, savings and loan
association, trust company, credit union, credit
association, development credit corporation, or bank holding
company organized pursuant to state or federal statutory
authority and subject to supervision, control, or regulation
by an agency of the state of Montana or an agency of the
federal government. All contracts for leoans and all other
contracts entered intc by the licensee pursuant to the
provisions of this chapter that are sold and transferred to
an acguiring organization continue to be governed by the
provisions of this chapter.

{3) The provisions of subsecticon (1) shall apply éo
any person who seeks to evade 1its applications by any
device, subterfuge, or pretense whatsoever,

(4} Any contract of loan in the making or collection
of wrich any act shall have been done which violates
subsection (1) of this section shall be vocid, and the lender

shall nave no right to <¢ollect, receive, or retain any
INTRODUCED BILL
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principal, interest, or charges whatsocever."

Section 2, Section 32-5-301, MCA, is amended to read:

“32-5~301. Charges, refunds, penalties, filing fees.
{1} Every licensee hereunder may contract for and receive on
any loan 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 amcunt of the loan not
exceeding $500;

{b) $16 per year per §160 on that part of the
principal amount of the loan exceeding $500 but not
exceeding $1,000.

(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 principal amcunt of any loan exceeding $1,000 but not
exceeding §7,500.

{3) Charges in (1) and (2) shall be comput=d at the
applicable rates on the full, criginal principal amount ot
the loan from the date of the loan to the due date of the
final scheduled installment irrespective of the fact that
the 1loan ig payable in installments. Said charges shall be
added to the principal of the lean and shall ro .

discounted or deducted therefrom aor paid or received a! o'«
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time the loan is made. For the purpose of computing charges
for a fraction of a month, a day shall be considered
cone-thirtieth of a month.
t4}--On-toans-of-$96-or-tess-a-iicensee-ray-rhargey--in
tteu--of--charges--specified--tn~{t4-of-this-secttons-noc- 18
excesa-of-5i-for-each-55-of-cash-or-ecredrt-advanced--to--the
botrrewer--up--to-—the-amount-of-598+-A-periad-of-at-teasr-15
days-must-be-atiowed-far-the-repayment-of-each—-§5--cash--or
eredit--advanced<—-Such--echarges—-cannot--be-assesasd-by-any
subterfuge-or-device-on-any-tean-over-§38-or-on-any--batanee
af--390-ar-1ess-when-the-osriginat-teoan-was-greater-than-596+
+5%(4) (a) When any lcan contract, new loan, renewal,
or otherwise for a period of not more than 61 months is paid
in full by cash 1 month or more before the Einal installment
date, the licenses 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
cof 78ths or sum of the digits nrinciple as follows: the
amount of the refund or edit shall be as great a
proportion of the total crarg. & origlnally contracted for &
the sum of the consecutive monthly balances of the contracr
scheduled to follow the date of prepayment bears to the sum
of all the consecutive monthly balances of the contract,
bothi sums to be determined according to the payment schedule

originally contracted for.
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{b) wWhen any loan contract, new loan, renewal, or
otherwise for a period of more than 61 wmonths 1is paid in
full by cash 1 menth or more before the final installment
date, the licensee shall refund or credit the borrower with
that portion of the total charges that is due the borrower
that is applicable to all  fully unexpired months in the
contract as originally scheduled c¢r, if deferred, as
deferred, following the date of prepayment. For this purpose
the applicable charge is the charge which would have been
earned for that contract if charges had not been
precomputed, by applying to the unpaid principal balance, by
the actuarial method, the annual percentage rate disclosed
pursuant to federal law, based on the assumption that all
payments were made as originally scheduled. For all loans
that may be subject to this section, charges are computed
initially in the same manner used to determine the annual
percentage rfate.

+63{5 If the contract so provides, the additicnal
charge Eor ary amount past due according to the original
terms of the contract, whether by reason of default or
extension agreement, may be 5% of the amount past due, and
said amount way be charged once and no more.

t73(6) {a) The licensee may include in the principal
amount of any .oan the actual fees paid a public official or

agency of tne state for filing, recording, or releasing any
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instrument securing the loan.

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

(i) fees or premiums for title examination, title
insurance, or similar purposes, including survey;

(ii) fees for preparation of a deed, settlement
statement, or other documents;

{iii} fees for notarizing deeds and other documents;

{iv) appraisal fees;

{v) fees for credit reports; and

(vi) fFees paid to a trustee for release of a trust
deed.

t8%(7) No further or other charges shall be directly
or indirectly contracted for or received by any licensee
except those specifically authorized by this chapter. No
licensee shall divide into separate parts any contract made
for the purpose of or with the effect of obtaining charges
in excess cof those authorized by this chapter. All-halanees
due-to-a-licensee-frem-any-person-as-g--borrower——or--as--an
endorsery-quarantery—er-aurery-for-any-borrower-er-otherwise
er-due-from-any-husband-or-wife;-jeintiy-or-severatriyr-shati
be-eonsidersd-a-part-of-any-tnan-being-made-py-a-itcensee-teo
sueh--person~-for--the—-purpsse--of--computing--tnterest——er

chargess If any amount 1n excess of the charges permitted by

-5-
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this chapter 1is charged, contracted for, and received,
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.

t9¥(8) On any loan of money exceeding $7,500 in
principal amount, & 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 €¥2}% (11).

t383(9) On any lean of money exceeding $7,500 in
principal amount, a licensee may ccntract and receive
charges at a rate npot in excess of 2% per meonth on the
principal amount as follows:

(a) Charges shall be computed on wunpaid 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! balance, except that
if the amount of the payment is insufficient to puy oo
accumulated charges, unpaid charges continue to accunmulate
to be paid from the proceeds of subseguent payments and are
not added to the principal balance.

(b) Charges made under this subsection may not be
payable in advance or compounded. However, 1f part =r 3

the consideraticn for a new 1loan contract 1s  the wospd
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principal balance of a prior loan, the principal amcunt
payable under such new loan contract may include any unpaid
charges which have accrued. The resulting loan contract is a
new and separate loan transaction for all purposes. 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 t5% (4).

t++33(10) For purposes of computing charges for a
fraction of a month, a day is considered one-thirtieth of a
month.

tt2y(1ll) The provisions =f subsections t5% (4) and 6%
{5) do not apply to lcans made under subsectlons ¢93} (8)
through +3¥y (10).

t3y(12) The amounts of $90, $500, S§1,000, and $7,500
in subsections (1}, (2), +t4}7--t9% (8), and t8} (9) are
subject to change pursuant to the provisions of 32-5-104 on
adjustment of dollar amounts,”

Section 3. Section 37  -306, MCA, is amended to read:

"32-5-306. Insyrance No--tnauranee Insurance of
any kind shattr may be written by a licensee or employee
affiliate, or assoclate of the licensee, tn-econmection-—-with
any--toan--except--a&a3 subject to the limitations hereinafter
provided.

{2) Insurarce permitted under the provisicns o©of this

-8-
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section shall be obtained through an insurance company
autherized to conduct such business in Montana by a duly
iicensed agent or agency of this state. Premiums shall not
exceed those fixed by law cor 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) 'When the principal amount of the loan exceeds $300
exciusive of the portion thereof attributable to insurance
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 amount not to
exceed the reasonable value of the property insured or the
amount of the loan, whichever 1is smaller, and for the
customary term approximating the term.of the loan contract.
It shall be optiocnal with the borrower to obtain such
insurance in an amount greater than the amount of the 1loan
or for a longer term,

{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
amount of the loan exceeds $300, exclusive of the porticn
theresf attributable to insurance premiums and charges.

{5) The insurance authorized by this section may be

-g9-
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scld, obtained, or provided by or through a licensee, and
the premium or identifiable charge for the insurance may be
inciuded in the principal amount of the loan; provided,
however, that no licensee shall require a borrower to
purchase such insurance from such licensee or from any
particular agent, broker, or insurance comnpany 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 1licengsee from the sale, provision, or
obtaining of insurance as authorized by this section shall
not be deemed to be additional charges or a violation of
this chapter,

(6} & 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} The amount of $300 in subsections (1) and (4) 1is
subject to change pursuant to 32-5-104 on adjustment of
dollar amounts."

Section 4. Section 32-5-322, MCA, is amended to read:

"32-5-322. Deferral charge -- rate. The deferral
charge for a l-month period may not exceed an amount egqual
to the difference between the refund which would be required

fer prepayment in full under subsection-{Sy-of 32-5-301(4)

N
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as of the scheduled due date of the first deferred
installment and the refund which would be required for
prepayment in full as of 1 month prior toc such date. A
proportionate charge may be made for deferrals for periods
of more or less than 1 month. A deferral charge 1is earned
pro rata con a daily basis during the deferral period and is
fully earned on the last day of the deferral pericd. Should
a lecan be prepaid during & deferral period the licensee
shall make or credit to the borrower a pro rata refund of
the wunearned deferral charge in addition to any refund or
credit made pursuant to subsection-t5}-of 32-5-301{4)."
Section 5. Section 32-5-407, MCA, is amended to read:

*32-5-407, Attorney fees -~ bad check charge. (1) If

the contract so provides, reasonahle attorney fees may be
awarded to the party in whose favor final judgment is
rendered in any action on a contract entered into pursuant
to the provisions of this chapter.

(2) In addition to any other charges authorized by

this chapter, a licensee may charge a borrower th. grwater

of $10 or the licensee's actual expense for each check,

received in payment of a loan, that is dishonored for any

reasen.”
Section 6. Section 32-5-501, MCA, is amended to read:
*32-5-501. Open-end loans. (1) A helder of &

supplementary license may make open-end lcans and  way

-11-
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contract for and receive charges at a rate not in excess of
the rate set forth in 32-5-301¢16+(9) on unpaid balances
outstanding from time to time for the actual time
outstanding.

(2) A holder of a supplementary license may not
compound charges by adding any unpaid charges authorized by
this section to the unpaid principal balance of the
borrower's account; however, the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-3014F4(6)."

Section 7. Section 32-5~506, MCA, is amended to read:

"32-5-506., Prowvisicis oot applicable. The provisions
of subsections +5% (4) and 63 (5) of 32-5-301 and the
provisions of 32-5-304 do not apply to open-end loans."

NEW SECTION. Section 8. Extension of authority. Any
existing authority of the department of commerce to make
rules on the subject of the provisions of this act is
extended to the provisions of :inis act.

~Er.i-

-12~
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY
SENATE BILL NO. 2i6

INTRODUCED BY BOYLAN, MCCALLUM, NEUMAN, ANDERSON

A BILL FOR AN ACT ENTITLED: “AN ACT TO GENERALLY REVISE THE
LAW CONCERNING CONSUMER LOAN LICENSEES; ALLOWING FINANCIAL
INSTITUTIONS TO BE LICENSED; REVISING PROVISIONS CONCERNING
INTEREST CN LOANS; REMOVING--fHE--PROHIBITION--ON--SABE--0P
INSURANEE+s PROVIDING FOR A BAD CHECK CHARGE; AND AMENDING
SECTIONS 32-5-103, 32-5-301, 32-5-386y 32-5-322, 32-5-407,

32-5-501, AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1., Section 32-5-103, MCA, is amended to read:
"32-5-103. Engaging in business of making loans

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

making loans or advances of meney on credit in any amount
and contract for, charge, or receive directly or indirectly
on or in connection with any such locan or advance any
charges, whether for interest, compensation, 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. Except-as-previded-in-subseactien
t237-a-person-deing-busineas-under--the--authority--of--this
apate-—-ar--tha--Hnited--States—-vetating--to—-banksr--trust

companissy-savings-or-buitding-and-ican-assectations;-eredit
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uniensy-or-a A person engaged in business as a licensed
pawnbroker or--any--person--whe--skatt--extend--credtt——in
connection-with-the-sate-of-a-commodity-shaii may not become
a licensee wunder this chapter nor shall any of the
provisions of this chapter apply to any such exempted
person.

{2) A licengee may sell its business and assets to a
bank, building and 1loan association, savings and 1loan
association, trust company, credit union, credit
association, development credit corporation, or bank holding
company organized pursuant to state or federal statutory
authority and subject to supervision, control, or requlation
by an agency of the state of Montana or an agency of the
federal government. All contracts for loans and all other
contracts entered into by the 1licensee pursuant to the
provisions of this chapter that are sold and transferred to
an acquiring organization continue to be governed by the
provisions of this chapter.

(3) The provisions of subsection (1) shall apply to
any person who seeks to evade its applications by any
device, subterfuge, or pretense whatsocever,

{4) Any contract of leocan in the making or collection
of which any act shall have been done which violates
subsection (1) ¢f this section shall be veid, and the lender

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

-2- SB 216
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principal, interest, or charges whatscever.”

Section 2., Section 32-5-301, MCA, is amended to read:

"32-5-301. <Charges, refunds, penalties, filing fees.
(1) Every licensee hereunder may contract for and receive on
any loan 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 loan not
exceeding $500;

{b) $16 per year per $100 on that part of the
principal amount of the loan exceeding $500 but not
exceeding $1,000,

(2} The holder of a supplementary license may contract
for and receive charges at rates authorized fFor licenseas 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 con that part of
the principal amount of any loan exceeding $1,000 but not
exceeding $7,500.

(3} Charges in (1) and {2} shall be colipu . -d at the
applicable rates on the full, original principal amgunt of
the loan from the date of the loan to the due cate of the
final scheduled installment irrespective of the Zact that
the loan is payable in installments. Said charges shall be
added to the principal of the loan and sh?' no. be

discounted or deducted therefrom or paid or recei+«d a* the

-3~ 5B 216
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time the loan is made. For the purpose of computing charges
for a fraction of a month, a day shall be considered
one-thirtieth of a month.
t4)--On-toans-of-§98-or-tess-a-ticensse-may-charges—-in
ireu--cf--charges--spectfied-—tn-ti}-of-this-seckiony-not-in
excess-of-51-for-each-$5-af-cash-or~cradit-advanced--to--the
barrewer--up--te—-tha-amaunt-o0f-$90-A-period-af-ac-tagae-315
daya-muse-be—atiowed-for-the-repayment-cf-each--§5--cash--as
eredit-~-advanced-s—-Such--charges--cannot--be-assessed-by-any
subterfuge-or-device-on-any-loan-ever-$968-or-on-any--balance
of--558-or-teas-when-the-originat-tean-was-gqreater—-than-$96+
t5+(4) (a) When v loan contract, new loan, renewal,
ot otherwise for a pe:r.od of not more than 61 months is paid
in full by cash 1 month or more before the final installment
date, the licensee shall refund or credit the borrower with
that portion of the total charges which shall be due the
borrower as determined by schedules prepared under the rule
of 78ths or sum of the digits principle as follows: the
amount of the refund or credit shall be as great a
propertion of the toral 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 contract,
poth sums to be determined according to the payment schedule

originally contracted for.

- sB 216
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{b) When any loan contract, new loan, renewal, or
otherwise for a period of more than 61 months is paid in
full by cash 1 month or more before the final installment
date, the licensee shall refund or credit the borrower with
that portion of the total charges that is due the borrower
that is applicable to all fully unexpired months in the
contract as originally scheduled or, if deferred, as
deferred, following the date of prepayment. For this purpose
the applicable charge is the charqe which would have been
earned for that contract if charges had not been
precomputed, by applying to the unpaid principal balance, by
the actuarial method, the annual percentage rate disclosed
pursuant to federal law, based on the assumption that all
payments were made as originally scheduled. For all lecans
that may be subject te this section, charges are computed
initially in the same manner used to determine the annual
percentage rate.

t6¥(5) If the contract so provides, the additional
charge for any amount past due according to the original
terms of the contract, whether by reason of default aor
extension agreement, may be 5% of the amount past due, and
said amount may be charged once and no more.

t74{6) (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, recording, or releasing any

-5- SB 216

- R - 1)

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

25

SB 0216/02

instrument securing the loan.

{b) The 1licensee may include in the principal amount
of any loan bona fide charges related to real estate
security and paid to third parties, including:

(1) fees or premiums for title examination, title
insurance, or similar purpcses, including survey:

(ii) fees for preparation of a deed, settlement
statement, 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
deed.

€8Y(?7) No further or other charges shall be directly
or indirectly contracted for or received by any licensee
except those specifically authorized by this chapter. No
licensee shall divide into separate parts any contract made
for the purpose of or with the effect of obtaining charges
in excess of those authorized by this chapter. Aii-balances
dua-to-a-titcensee-from-any-person-as-a--barrower-—-or--as-—an
endorser;-guUarantor;-or-asurety-£fsr-any-berrower-or-stherwise
er-due-from-any-hushand-or-wife;-3ointiy-or-severatiy;-shaii
be-considered-ag-part-of-any-itoan-being-made-by-a-ticensee-teo
snehk--peraon--for--the--purpose--sf--somputing——tnterest--or

chargess If any amount in excess of the charges permitted by

-6 SB 216
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this chaptet is charged, contracted for, and received,
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.

t93(8) On any loan of money exceeding $7,500 in
principal amount, 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 +2% (11).

t183(9) On 4any loan of money exceeding $7,500 in
principal amount, 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 balanc- ixcept that
if the amount of the payment 1is insufficient o pay the
accumulated charges, wunpaid charges continue to accumulate
to be paid from the proceeds of subseguent paymencts and are
not added to the principal balance.

(b) Charges made uynder this subsection may not be
payable in advance or compounded., Howeve:, if part or s.l of

the consideration for a new loan contract 1is the npaid
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principal balance of a prior loan, the principal amount
payable under such new loan contract may include any unpaid
charges which have accrued. The resulting loan contract is a
new and separate loan transaction for all purposes. 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} (4).

¢+33(10) For purposes of computing charges for a
fraction of a month, a day is considered one-thirtieth of a
month.

€323(11) The provisions of subsections t5% (4) and +{6%
(5) do not apply to lcans made under subsections t9% (8)
through t#:} (10).

+334(12) The amounts of %98y $500, $1,000, and $7,500
in subsections (1), (2), +4¥7--t9% (8), and £¥8% (9) are
subject to change pursuant toc the provisions of 32-5-104 on
adjustment of dollar amounts.”

Sectien-3z~~Section——-32-5-3A6;-MEAr-ts-amended-to-reads:

132-5-3865-—F¥nsurancer--tiy-No-tasarance Imsurance--of
any--kind--shatl may--be-written-by-&-ticensee-or-enployees
affttiate;-or-ananctrate-sf-the-ticanseaz;-in-connacticn--with

any--isan--except--as subject-to-the-iimitations-hereznafter

providedrs

t+23--insurance-permitted-under-the-provistons--of--this

-8~ 5B 216
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section-—shnii——be-—obtained-—thraugh--an—-insurance—company
autho:i:ed-to-eonduct-snch—business—&n——Montana——by—~a——du}y
iicen:ed-—agent—or—agency—of-bh&s—stnte:——?remiums—shai}—not
exceed—the:e-fixed-—by~-iaw—wer——current-—appiieabie——manuai
rates:-—inaufance——writtenfas—authoti:ed-by—this-section-may
contain—a-mortgagee—ciuuse-o:—cther--appropriute——provisicns
te—ptatecb—the—fn:urabie—intereat-ef—bhe—iicenseer
f31——When—the-principai-amaunt—cf—the*ionn—exeeedswsaae
exeiusivea—of-—the—paztfon—thereof—attributab}e-to—insurance
ptemiums—and—chatgesT—the—kicensee-may-:equife—a—berrawer—te
insure-praperty-eEEered—as-security-egainst—any--subsbantiai
risk—~o£*-ioa37——damage7—°r-destruCtion—Eor-an—amount-not-te
exceed—the—rea:onab}e—vaiue-oi—ehe—property-insufed-—or‘—the
ameunt——cf—-the——iaan;--whichever——is——amni&er;-fand—fcrathe
cnstcmary—term—npprcximabing—thevterm—af-theAioan—-conbractv
}b——shaii——be—-cpt{enai-—wiEh——the*-bcr:ewer——to—abtain—such
ihsnrance—in-an~amount-greatee-than‘the—amountfof~—thc-—ienn
er-for-a-tonger-terms
f4%——5ubject——to——bhe——iaws—-af—thisfstate7—credit-}&fe
&nsnrance—ané—credit~disabi}&ty—insurunce—may-be-prcvided-at
the-expense—of——the-—borrowefv-and-—muy——be-—provide&——by——a
iicensee-upon-ehe—requc:t-oﬁ-the-borrawer-when—the—principai
umcant-—of—-the——loan—exeeeds—ﬁSBB;-excinsive—oé—the-portion
ehefeof-nttrtbubab}e—to—insurancefprcmiumsAandfchargesf

t57-—The—insurance—anthorized-by—this——sectionv—may-—be
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sctd;——-obtainedy--or--provided-by-or-through-a~iicenseea;-and
the-premium—or-identifiabte-charge-for-the-insurance-may--be
inctuded-—-tn--the--principat--amount--of-the-toans-providedy;
howevery-that--no--iticensee--shati--require--a--pborrower--to
parchase--such--insurance-—from--sueha--ttcensee--or-from-any
particular--agent;--breker;-——or——insurapce--company-—--as---a
eondition-precedent-for~the-ebtaining-of-a-loans-Any-gain-er
advantage--teo--the--ticensee--or-any-employee;-affilinteyr-or
associate-of-the--iicensee--frem--the--sates;——provision;—-or
obtaining--of--itnsurance-as-autherized-by-this-section-shatt
not-be-deemad-to-be-additionat-charges--or--a--vinlation—-af
this-chapters
t61--A--ticensee-shatl-not-require-inssrance-under—this
section-until-any-extsting-insurance-of-the--same—-type-—-has
expired-or-has-been-cancetad-and-the-unearned-portion-of-the
premium—-£for-—-the-canceted-insurance-has-been-rebated-to-the
borrowers
t73--Fhe-ameunt-af-5306-in-subsectitons-t34-and-—+43--ta
subdect--ro—-change--pursuant--te--32-5-104-on-adinstmenc-of
detiar-amountazt .
Section 3. Section 32-5-322, MCA, is amended to read:
“32-5-322. Deferral charge =-- rate, The deferral
charge for a l-month period may not exceed an amount equal
to the difference between the refund which would be required

for prepayment 1in full under subsectien-t5y-ef 32-5-301(4)
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as of the scheduled due date of the first deferred
installment and the refund which would be required for
prepayment in full as of 1 month prior to such date. A
proportionate charge may be made for deferrals for periods
of more or less than 1 month. A deferral charge is earned
pro rata on a daily basis during the deferral period and is
fully earned on the last day of the deferral pericd. Should
a loan be prepaid during a deferrai period the licensee
shall make or credit to the borrower a pro rata refund of
the unearned deferral charge in addition to any refund or
credit made pursuant to subsection-¢5}-of 32-5-301(4)."
Section 4. Section 32-5-407, MCA, is amended to read:

“32-5-407. Attorney fees -- bad check charge. (1} If

the contract so provides, reasonable attorney fees may be
awarded to the party in whose favor fimal judgment is
rendered in any action on a contract entered into pursuant
to the provisions of this chapter.

(2) In addition to any other charges authorized by

this chapter, a licensee may charge a borrower tne greater

of $10 or the licensee's actual expense for each check,

received in payment of a loan, that is dishonored for any

reason.”
Section 5. Section 32-5-501, MCA, is amended to read:
"32-5-501. Open-end loans. {1} A holder of a

supplementary license may make open-end loans and may

-l1i- 58 216
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contract for and receive charges at a rate not in excess of
the rate set forth in 32-5-301+¢183(9} on unpaid balances
cutstanding from time to time for the actual time
cutstanding.

(2y A holder of a supplementary license may not
compound charges by adding any unpaid charges authorized by
this gection to the wunpaid principal balance of the
borrower's account; however, the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-301{73{6)."

Section 6. Section 32-5-506, MCA, is amended to read:

"32-5-506. Provisions not applicable. The provisions
of subsections +¢5% (4) and 16% (5) of 32-5-301 and the
provisions of 32-5-304 do not apply to open-end loans."

NEW SECTION. Section 7., Extension of autherity. Any
existing authority of the department of commerce to make
rules on the subject of the provisions of this act is
extended to the provisions of this act.

-End-
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SENATE BILL NO. 216

INTROCDUCED BY BOYLAN, MCCALLUM, NEUMAN, ANDERSON

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW CONCERNING CONSUMER LOAN LICENSEES; ALLOWING FINANCIAL
INSTITUTIONS TO BE LICENSED; REVISING PROVISIONS CONCERNING
INTEREST ON LOANS; REMOVING--PHH--PROHIBIPIOMN--ON--SABE--BF
INSURANEE: PROVIDING FOR A BAD CHECK CHARGE; AND AMENDING
SECTIONS 12-5-103, 32-5-301, 32-5-3867 32-5-322, 132-5-407,
32-5-501, AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-5-103, MCA, is amended to read:
*32-5-103. Engaging in business of making loans

restricted. (1) MNo person shall engage in the business of

making loans or advances of money on credit in any amount

and contract for, charge, or receive difectly or indirectly

‘on or in connection with any such loan or advance any

charges, whether for interest, compensation, consideration,
or expense, which in the aggregate are greater than those
provided ' by 11-1-107(1), except as provided in and
authorized by this chapter. Except-as-provided-in-subsection
t2¥7-a-persen-doing-business-under--the--anthority--of—-this
state-—-or-—the‘-Bnited-—States——reinéinq-ﬂto—‘banksTv—trust

companites;-savings-or-building-and-itoan-assocciations;-credit
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Hnionsy-er-a A persdn engaged in business as a licensed
pawnbroker or--aAny--person--whe--shall--extend--credit--in
eonnecbion-v?th-the—saie-oé-a—eommodéey-shnii may not become
a licensee under this chapter nor shall any of the
provisions of this chapter apply to any such exempted
person.

{2) A licensee may sell its business and assets to a
bank, building and loan association, savings and loan
agsociation, trust company , credit union, credit
association, development credit corporation, or bank halding
company ovganized pursuant to state or federal statutery
authority and subject to supervision, coatreol, or regulation
by an agency of the state of Montana or an agency of the
federal government., All contracts for loans and all other
contracts entered into by the 1licensee pursuant to the
provisions of this chapter that are sold and transferred to
an acquiring organization continue to be governed by the
provisions of this chapter.

(3) The provisions of subsection (1) shall apply to
any person who seeks to evade its applications by any
device, subterfuge, or pretense whatsoever.

(4) Any contract of loan in the making or collection
of which any act shall have been dqne which violates
subsection (1) of this section shall be void, and the lender
shall have no right to collect, receive, or retain any

P SB 216
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principal, interest, or charges whatsoever,"
Section 2. Secticn 32-5-301, MCA, is amended to read:
"32-5-301. Charges, refunds, penalties, filing fees.
{1) Every licensee hereunder may contract for and receive on
any loan of money not exceeding §$1,000 in principal amount:
fa) charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the loan not

exceeding $500;

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

principal amount of the loan exceeding §$500 but not
éxceeding $1,000.

{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 locan and may contract for and receive charges at
rates not in excess of §12 per yéar per $100 on that part of
the principal amount cof any loan exceeding $1,000 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
the loan from the date of the loan to the due date of the
final scheduled installment irrespective of the fact that
the 1loan is payable in installments., Said charges shall be
added to the principal of the loan and shall not be

discounted or deducted therefrom or paid or received at the

-1- SB 216
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time the lcan is made. For the purpose of computing charges
for a fraction of a month, a day shall be considered
one-thirtieth of a month.
t43--on-tonnas-of-596-or-tess-a-iicensee-may-charge;——in
tieg-—of--charges—-specified——-in-t1y-0f-this-sectionr-not-in
excess-of-Gi-for-each-$5-0f-cash-or-credit-advanced--to--the
basrrower--gp--ta--the-amoune-of-598--A-period-af-at-Iease-15
days-must-be-altlowed-for-the-repayment-cf-each--$5--cash--or
eredit--advanceds--Such--charges—-cannee——be-assessed-by-any
subterfuge-ar-device-en-any-loan-sver-598-or-on-any--batrance
of--590-or-tesas-when-the-original-isan-was-greater-than-536+
t53({4) (a2) When any loan contract, new loan, renewal,
or otherwise for a period of not more than 61 months is paid
in full by cash I month or more before the final installment
date, the licensee shall refund or credit the barrower with
that portion of the total charges which shall be due the
berrower as determined by schedules prepared under the rule
of 78ths 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 to follow the date of prepayment bears to the sum
of all the consecutive monthly balances of the contract,
both sums to be determined according to the payment schedule

originally contracted for.
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(b) When any 1loan contract, new lcan, renewal, or
otherwise for a period of more than 61 months is paid in
full by cash 1 month or more before the final installment
date, the licensee shall‘refund or credit the borrower with
that portion of the total charges that is due the borrower
that is applicable to all fully unexpired months in the
contract as originally scheduled or, if deferred, as
deferred, following the date of prepayment. For this purpose
the applicable charge is the charge which would have been
earned for that  contract if charges had not been
precomputed, by applying to the unpaid principal balance, by
the actuarial method, the annual percentage rate disclosed
pursuant to federal law, based on the assumption that all
payments were made as originally scheduled. For all leans
that may be subject to this section, charges are computed
initially in the same manner used to determine the annual
percentage rate.

t61(5} If the contract so provides, the additional
charge for any amount past due according to the original
;erms of the contract, whether by reason of default or
extension agreement, may be 5% of the amount past due, and
said amount may be charged once and no more.

£#+(6) (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., recording, or releasing any
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instrument 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 premiums for title examination, title
insurance, or similar purposes, including survey;

(ii) fees for preparation of a deed, settiement
statement, or other documents;

(iii) fees for notarizing deeds and other documents;

(iv) appraisal fees;

(v) fees for credit reports; and

(Qi) fees paid to a trustee for release of a trust
deed.

t8¥(7) No further or other charges shall be directly
or indirectly contracted for or received by any licensee
except those specifically authorized by this chapter. HNo
licensee shall divide into separate parts any contract made
for the purpose of or with the effect of obtaining charges
in excess of these authorized by this chapter. Aii-batances
dae—to-a-licensee-from-any-persen-as-a--borrower--or--as--an
endo;3er7—guufantor7-pr—Sufety-Eer—any—borrower—ar-othervise
or-due-from-any-husband-or-wife;-jotntiy-or-aseveratty;-shari
pe-considerad-a-pare—of-any-toan-being-made-by-s-iicenaee-to
:uch——person--Eof——ehe——puepose—AoE»—camputingd-intetest»FGr

ehargest If any amount in excess of the charges permitted by

—-F- SB 216
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this chapter is charged, contracted for, and received,
exceﬁt as the result of an accidental and bona fide error of
computation, the licensee shall have no right to collect or
receive any charges,

+94{8) On any loan of money exceeding §7,500 in
principal amount, a licensee may not make charges as
proﬁided in subsections (1) and (2} but shall make charges
in accordance with the provisions of this subsection through
subsection +2% (11).

$36¥(9) On any loan of money exceeding $7,500 in
principal amount, 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 Erom time to time for the
actual time ocutstanding, Each payment shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balance, except that
if the amount of the payment is insufficient to pay the
accumulated charges, unpaid charges <ontinue 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. However, if part or all of

the consideration for a new loan contract is the unpaid
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principal balance of a prior 1loan, the principal amount
payable under such new loan contract may include any wunpaid
charges which have accrued. The resulting lecan contract is a
new and separate loan transaction for all purposes. The
principal balance of a prior locan 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 t5) (4}).

tt1}(10) For purposes of compating charges for a
fraction of a mconth, a day is considered one-thirtieth of a
month.

ti2}(11) The provisions of subsections 53} (4) and +¢67
{5) do not apply to loans made under subsecticns {9} (8}
through %3 (10). ’

£13¥(12) The amounts of $987 $500, $1,000, and $7,500
in subsections (1}, (2), +4¥7--t9% (8), and 38y (9) are
subject to change pursuant to the provisions of 32-5-104 on
adjustment of dellar amounts.”

Section-3:-—-Seebion--32-5-3067-MEA; -is-amended-to-reads

132-5~-306+--Fnsarances-—{ti}-No-tnsurance Insuranece--eof
eny--kind--shali may--be-written-by-a-~itcensee-sr-empioyees
affiitater-or-associate-of-che-ticenseer-in-cennection—-with

any--toan--except--as subject-to-the-timitations-hereinafter

provideds

€2¥--FasuraneE-pritmrtted-Under—the-provisions——af--chia

~-8- SB 216
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sectien——shati--be--obtained--threugh--an--insurance-company
autherized-te-conduct-such-business-in--Mentana--by--a--duly
iieensed—-agent-or-agency-of-this-states—-Premiums-shaii-nee
exceed-those-fixed--by--taw--sr--current--appiticabie--manuai
ratess—-Ensuranee--written-as-asthorized-by-this-seetion-may
econtain-a-mortgagee-etause-er-other--appropriate--provisiens
to-pratect-the-insurable-interest-of~ehe-ticensees
£3)--When—the-principai-ameunt-of-the-toan-exceeds-§369
axctusive—-sf--the-portion-thereof-atkribueahie-te-insurance
premiums—and-charges7—the—iicensee—may-require—a—borrower—ec
insute—property—offered-as-secu;ity-againsbvany-—snbstnntéai
riak--af--lass;—-damager-ot-destruetion-for-an-amount-nok-to
exceed-the-reasenabte-vatue-of-the-property-insured-—er--the
ameunt--of--the-—teany--whichever-—is--smatier;--and-for-che
cusbomaty-term—apptoximaeing—the—term—of—the—ioan-—ccntraetf
it——shaii-‘be-—optionai-—with——the—-bo:ruuer-—to—obtainvsuch
insurance—+n-an-ameunt-greater—than-the-amoeunt-of--the--tean
of—ﬁar—a-ionger—eerm7>
f&}-—Subject—~te——the—-iaws--cf—thi:—seate7—cred§b—}ffe
insurance-and-credit-disabitity-insurance-may-be-provided-ae
the-expense-ef——the——borreuer-—and--may——be—-previded--by—-a
iicensee—upcn—the‘request—oi—the—boftoner-when—the—principa}
amoune--of--the—-toan-exceeds-5380;-¢xciusive-of-che-poreion
therenf-atbribotabie—to-insurance-premiums-and-chargess

fS}-—The—&nsuranee-authoeized*by—this--seetion--may——be
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scidy--obtainedy-—er--provided-by-or-threugh-a-ticenseer-and
the-premium-or-tdentifiabie~charge-for-the-inaurance-may--be
inctuded~--in--the--principat--amount--of-the-iean;-provided;
however;-that--ne--ticensee—-shatit--require--a--berrover--to
purchase—-such--insurance--£from——-such--ticensee—-or-from-any

partietiar-—agent7--broker;-—or--insurance-—company-—-as---a

'eondition-preeedenh—Ear—the-obtaining—afva—ioanr—hny-gain—er

advantage--to--the--iicensee--or-any-empioyes;-affiltiate;-or
associace-of-the--iicensee--from—-the--sate;—-provisions--or
sbtaining--cf--insarance-as-autherized-by-this-sectien-shaii
not-be-daemed-to-be-pdditional-charges--or--a--vioctation—-of
this-chapters
t6y--A-—-itcensee-shaii-neot-require—insurance-under-this
section-untti-any-existing-insurance-of-the--same--type--has
expired-ar-has-been-canceted-and-the-unearned-portion-af-the
premium—-£for-—the-canceled-inaurance-has-been-rebaced-to-the
bPorrovwers
f?}——The—amount-cf—$399-in—subsectiens—fai-and—ﬂf&?—-és
subject-—-to--change-—-pursyane-—to--32-5-184-on-adjusement -of
dotiar-ameuneas
Section 3, Section 32-5-3122, MCa, is_amended to read:
"32-5-322, Deferral charge -~ rate. The deferral
charge for a l-month period may not exceed an amount egual
to the difference between the refund which would be required

for prepayment in full under subasetion-tS5}-eof 32-5-301(4)

.
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as of the scheduled due date of thg f1r9£ deferred
installment and the refund which would be required for
prepayment in full as of 1 month. prior to such date. a
proportionate charge may be made for deferrals for periods
of more or less than 1 month. A deferral charge is earned
pre rata on a daily basis during the deferral peried and is
fully earned on the last day of the deferral period. Should
a loan be prepaid during a deferral pericd the licensee
shall make or credit to the borrower a pro rata refund of
the unearned deferral charge in addition to any refund or
credit made pursuant to aubsection-{5}-of 32-5-301(4)."
Secﬁion 4. Section 32-5-407, MCA, is amended to read:

"32-5-407. Attorney fees -—— bad check charge. (1) If

the contract so provides, reasocnable attorney fees may be
awarded to the party in whose fawor final judgment is
rendered in any action on a contract enfered into pursuant
tc the provisions of this chapter.

{2} In addition to any other charges authorized by

this chapter, a licensee may charge a borrower the greater

of $10 or the licensee's actual expense for each check,

received in payment of a loan, that is dishonored for any

reason,”
Section 5. Section 32-5-501, MCA, is amended to read:
"32-5-501., Open-end loans. {1) A holder o©of a

supplementary license may make open-end loans and may
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contract for and receive charges at a rate not in excess of
the rate set forth in 32-5-301¢2683(9) on unpaid balances
outstanding from time to time for the actual cime
outstanding.

(2) A holder of a supplementary license may not
compound charges by adding any unpaid charges authorized by
this section to the unpaid@ principal balance of the
borrower's account; however, the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 312-5-301¢33(6)."

Section 6. Section 32-5-506, MCA, is amended to read:

"32-5-506, Provisions not applicable. The provisions
of subsections +5% (4) and 6% (5) of 32-5-301 and the
provisions of 32-5-304 do not apply to open-end loans."

NEW SECTION. Section 7. Extension of authority. Any
existing autherity of the department of commerce to make
rules on the subject of the provisions of this act is
extended tc the provisions of this act.

~-End-
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SENATE BILL NO. 216

INTRODICED BY BOYLAN, MCCALLUM, NEUMAN, ANDERSON

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE THE
LAW CONCERNING CONSUMER LOAN LICENSEES; ALLOWING FINANCIAL
INSTITUTIONS TO BE LICENSED; REVISING PROVISIONS CONCERNING
INTEREST ON LOANS; REMOVING--PHE--PROHIAIFION--ON--SALBE--OP
INSERANEEs PROVIDING FOR A BAD CHECK CHARGE; AND AMENDING
SECTIONS 32-5-103, 32-5-301, 32-5-386y 32-5-322, 32-5-407,

32-5-501, AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOMNTANA:
Section 1. Section 32-5-103, MCA, is amended to read:
"32-5-103, Engaging in business of mak ing loans

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

making loans or advances of money on credit in any amount
and contract for, charge, or receive directly or indirectly
on or in connection with any such lecan or advance any
charges, whether for interest, compensation, 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. Except-as-provided-in-subseetion
t2}v-a-persen-doing-business-under--the--acthority-—of--this
state———or——the—-tntted--States--realacing--to--bankar--trust

companies;-savings-or-butiding-and-icen-asssetatiens;-erade
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untonsy-or-a A person engaged in business as a licensed
pawnbroker or--any--persen--who--shati--extend--credit——-in
connection-with-the-sate-of-a-commodity-shait may net beccme
a licensee under this chapter nor shall any of the
provisions of this chapter apply to any such exempted
person.

{2) A licensee may sell its business and assets to a
bank, building and lcan association, savings and loan
association, trust company ., credit union, credit
association, development credit corporation, or bank holding
company organized pursuant to state or federal statutory
authority and subject to supervision, control, or regulation
by an agency of the state of Montana or an agency of the
federal government. All contracts for icans and all other
contracts entered into by the 1licensee pursuant to the
provisiens of this chapter that are sold and transferred to
an acquiring organization continue to be governed by the
provisions of this chapter.

(3) The provisions of subsection (1) shall apply to
any person who seeks to evade its applications by any
device, subterfuge, or pretense whatsoever,

{4) Any contract of loan in the making or collection
of which any act shail have been done which violates
subsection (1) of this section shall be veoid, and the lender

shall have no right to collect, receive, or retain any
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principal, interest, or charges whatsoever."

Section 2. Section 32-5-301, MCA, is amended to read:

*32-5-301. Charges, refunds, penalties, filing fees.
{1) Every licensee hereunder may contract for and receive on
any loan 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 loan not
exceeding $500;

(b) 516 per year per $100 on that part of the
principal amount of the loan exceeding $500 but not
exceeding $1,000.

{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 1loan 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 lcan exceeding $1,000 but not
exceeding §7,500.

(3) Charges in (1) and (2) shall be computed at the
applicable rates on the full, origimnal 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 lcan and shall not be

discounted or deducted therefrom or paid or received at the
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time the locan is made. For the purpose of computing charges
for a fraction of a month, a day shall be considered
one-thirtieth of a month.
t4}--On-toans-of-$98-or-tess-a~-ttcensee-may-charge;--in
iren—-of--charges—-specified—-in-tiy-ef-rhis-sectony-not—-in
excess-of-5i-for-each-$5-of-cash-or-credit-advanced--to--the
boarvower--up-—to-—-the-amount-of-3967-A-peried-of-ar-tease-15
days-must-be-atiewed-for-che-repayment-ef-each--$5-—ecash--or
eredit--advanceds--Such--charqea--eannot--be-assessed-hy-any
subrerfuge-ar-device-on-any-itcan—over-590-or-on-any-—batance
of--596-ar-tess-when-the-oriqinai-toan-was-greater-than-$96x-
+5+(4) (a) When any loan contract, new loan, renewal,
or otherwise for a periocd of not more than 61 months is paid
in full by cash 1 month or more before the final installment

date, the licensee shall refund or credit the borrower with

‘that portion of the total charges which shall be due the

borrower as determined by schedules prepared under the rule
of 78ths or sum of the digits 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 cf 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 according te the payment schedule

originally contracted for.
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(b) When any 1locan contract, new loan, renewal, or
otherwise for a period of more than 61 manths 1is paid in
full by cash 1 month or more before the final installment
date, the licensee shall refund or credit the borraower with
that portion of the total charges that is due the borrower
that is applicable to all £fully wunexpired months in the
contract as origipally scheduled or, if deferred, as
deferred, folleowing the date of prepayment. For this purpose
the applicable charge is the charge which would have been
earned for that contract if charges had not been
precomputed, by applying to the unpaid principal balance, by
the actuarial method, the annual percentage rate disclesed
pursuant to Eederal law, based on the assumption that all
payments were made as originally scheduled. For all 1loans
that may be subject to this section, charges are computed
initially in the same manner used to determine the annual
percentage rate.

+6%+(5) If the contract so provides, the additional
charge for any amount past due according to the original
terms of the contract, whether by reason of default or
extension agreement, may be 5% of the amount past due, and
said amount may be charged once and no more.

+#4(6) (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, recording, or releasing any
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instrument securing the leoan.

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

{i) fees or premiums for title examination, title
insurance, or similar purposes, including survey;

{ii) fees £for preparation of a deed, settlement
statemeht, 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
deed.

+83{7) No further or other charges shall be directly
or indirectly contracted for or received by any licensee
except those specifically autherized by this chapter. No
licensee shall divide into geparate parts any centract made
for the purpose of or with the effect of obtaining charges
in excess of those authorized by this chapter., Aii-baltances
due-to-a-ticensee-from—any-person-as-a--Borrower--osr—-as--an
endorser;-guarantery-sr-surety-for-any-borrower-or-otherwise
or-dua—-from-any-husband-er-wife;-jointty-osr-severatty;-shati
be-constdered-a-part-of-any-itoan-being-made-by-a-iicensee-to
such-—-person--for--the—-purpese-—of—-computing--intereat—-or

ehargess If any amount in excess of the charges permitted by
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this chapter 1is charged, contracted for, and recelived,
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%(8) On any loan of money exceeding §7,500 in
principal amount, 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 %2} (11).

t383(9) On any 1loan of money exceeding $7,500 in
ptincipal amount, a licensee may contract and receive
charges at a rate not in excess of 2% per month on the
principal amount as féllows:

{a) Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time ocutstanding. Each payment shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balance, except that
if the amount of the payment is insufficient to pay the
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 may not be
payable in advance or compounded. However, if part or all of

the consideration for a new lecan contract is the unpaid
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principal balance of a prior loan, the principal amount
payable under such new loan contract may include any unpaid
charges which have accrued. The resulting loan contract is a
new and separate loan transaction for all purposes. 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% (4).

t::4(10) For purposes of computing charges for a
fraction of a month, a day is considered one-thirtieth of a
month.

+329{11) The provisions of subsections 5% (4) and 6%
{5) do not apply to lcans made under subsections ¢34 (8)
through ¢y (10}.

+33¥(12) The amounts of $96y $500, $1,000, and $7,500
in subsections (1), (2), +{4¥7--1%% {B8), and t%8} (9) are
subject to change pursuant to the provisions of 32-5-104 on
adjustment of dollar amcunts."

Section-Is--Section--32-5-36867-MCA7—ts-amended-to-read:

433-5-3867-—Enauranees——{tiy-No-insurance Insurance——of
any-—kind--shaiti may--be-written-by-a-ticensees-or-empioyees;
affiltiate;-or-asscciate-of-the-iicensees;-in-connection--with

any--ican--except--as subject-to-the-iimitations-hereinafeer

provided=

t2}--¥nsurance-permitted-under-rhe-previstons--of--this
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section--shaii--be--sbtained——through--an--insurance-company
authorized-to-conduct—such-business-in--Montana--by--a--duty
ticensed--agent-or-agency-of-this-stater--Preminms-shalit-not
exceed-those-fixed-—by--law--or--current-—applicabie--manunal
retess--insurance--written-as-authorized-by-this-section-may
contain-a-mortgagee—cianse-or-other--appropriate--provisions
to-protect-the-insurabte-interest-of-the-ticenseer
t3}-—-When-the-prineipat-ameunt-of-the-loan-exceeds-53040
exciusive--sf--the-portion-thereof-attributable-to-insurance
premiums-and-charges;-the-iticensee-may-require-a-borrawer—to
insure-property-offered-as-security-againse-any--substantcial
risk-~of--lans;--damage;-or-destruction-fer-an-ameune-nst-to
exceed-the-reasonabie-vaiue-of-the-property-insured-—-oes——-the
amount-—-of--the--1sany--whichever——is--amatier;-—and-for-the
customary-term-approximating-the-term-of-the-tesan—-centractks
f+——-shatl-—be--sptionai--with--the--borrovwer——teo-chtain-such
tnsurance-in-an-amount-greater-than-the-amcunt—cf——the--1oan
er-for-a-ionger-terms
fﬂ}—-Subje:t-*ta—-the--iaws——of—this—statev—creditviifé
insurance-and-credit-disability-itnsurance-may-be-provided-at
the-expenss—of--the--barrewer-—-and--may--be--provided--by--a
ticensee-upon-the-regquest-of—the-borrower-when-the-principal
amount-~of—-che--ioan-exceeds-53087-exciusive-ocf-the-portion
thereof-areributable-to-tnsurance-premiums-and-chargeas

¢5)Y-~-Fhe-insurance-anthorized-by-this--section--may--be
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acid;——ocbtained;--oar--provided-by-ar-through-a-iicenseea;—and
the-premium-or-identifiable-charge—for-the-insurance-may——be
tnetuded--in--ehe-—-principai--amount--of-the-tean;-provideds
however;-that--no--iicensee-~shati--require--a--borrower--to
purchase-~such--insurance--from-—such--ticensee——or-£rem-any
particentar--agent;--broker;--or-—insurance--company-—-as——-a
condition-precedent-for-the-obtaining-of-a-tcans-Any-gatn-or
advantage--to--the——ticensee--or-any-empioyeer-affittater—or
associate-of-the--ticensee--£rom--the--sale;--provisieny--or
obtaining--of--insurance-as-authorized-by-this-sestion-shaii
not-be-deemed-to-be-additienat-charges—-or--a--viatacion——nf
this-chapters
t6y--A-—licensep-shaii-not-reguire-tnsurance-under—-this
section-until-any-existing-insurance-of-the-—aame—-type--has
expired-or-has-been-canceled-and-the-unearned-pesrtion-of-che
premium--fer--the-canceied-insurance-has-been-rebated-to-+the
borrowers
t7¥--The-ameunt—-of-5368-in-subsections—{3}-and--{t4}--i=x
subject--to-—change~—pursuzant--to--32-5-104-on-adjustment-of
dottar-amountasd
Section 3. Section 32-5-322, MCA, is amended to read:
"32-5-322. Deferral charge -- rate. The deferral
charge for a l-month period may not exceed an amount equal
to the difference between the refund which would be required

for prepayment in full under subsection—{3y-of 32-5-301(4)
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as of the scheduled due date of the first deferred
installment and the refund which would be required for
prepayment in full as of 1 month prior to such date. A
proportionate charge may be made for deferrals for periods
of more or less than 1 month. A deferral charge is earned
pro rata on a daily basis during the deferral period and is
fully earned on the last day of the deferral period. Should
a loan be prepaid during a deferral period the licensee
shall make or credit to the berrower a pro rata refund of
the unearned deferral charge in addition to any refund or
credit made pursuant to subseetion-{5}-of 32-5-301(4)."
Section 4., Section 32-5-407, MCA, is amended to read:

"32-5-407. Attorney fees -- bad check charge. (1) If

the contract so provides, reasonable attorney fees may be
awarded to the party in whose favor final judgment is
rendered in any action on a contract entered into pursuant

to the provisions of this chapter.

(2) In addition to any other charges authorized by

thig chapter, a licensee may charge a borrower the greater

of $10 or the licensee's actual expense for each check,

received in payment of a_lcan, that is dishonored for any

reason.”
Section 5. Section 32-5-501, MCA, is amended to read:
"32-5-501. Open-end loans. (1) A holder of a

supplementary license may make open-end loans and may
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contract for and receive charges at a rate not in excess of
the rate set forth in 32-5-301¢3#64(9) on unpaid balances
outstanding from time to time for the actual time
outstanding.

{2) A holder of a supplementary liceise may not
compound charges by adding any unpaid charges authorized by
this gection to the unpaid principal balance of the
borrower's account; however, the unpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-301¢¥#}{6)."

Section 6. Section 32-5-506, MCA, is amended to read:

"32-5-506. Provisions not applicable. The provisions
of subsections ¢5% (4) and +t6% (5) of 32-5-301 and the
provisions of 32-5-304 do not apply to open-end loans.®

NEW SECTION. Section 7. Extension of authority. Any
existing authority of the department of commerce to make
rules on the subject of the provigsions of this act |is
extended to the provisicns of this act.

-End-

-12- SB 216



