
SENATE BILL NO. 216 

INTRODUCED BY BOYLAN, MCCALLUM, NEUMAN, ANDERSON 

January 23, 1985 

January 31, 1985 
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IN THE SENATE 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill do 
pass as amended. Report 
adopted. 

Bill printed and placed on 
members' desks. 

Second reading, do pass. 

Considered correctly 
engrossed. 

Third reading, passed. 
Ayes, 40; Noes, 7. 

Transmitted to House. 

IN THE HOUSE 

Introduced and referred to 
Committee on Business and 
Labor. 

Committee recommend bill be 
concurred in. Report adopted. 

Second reading, concurred in. 

Third reading, concurred in. 

Returned to Senate. 
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Received from House. 

Sent to enrolling. 

Reported correctly enrolled. 
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INTRODUCED BY ~~ :ILL ~~·, .,2~k_ 
~ ~ ,/ ·v~~,~~~//~-L-~~~ 

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 THE PROHIBITION ON SALE OF 

INSURANCE; PROVIDING FOR A BAD CHECK CHARGE; 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. (l) No person shall engage ln 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 loan or advance any 

charges, whether for lnterest, compensation, consideration, 

or expe~se, which in the aggregate are greater than those 

provided by 31-1-107 ( 1)' except as pruvided 1n and 

au~horized by this chapter. Exeep~-a~-p~~~±o~o-tn-~~b~eetten 

t~t 1 -e-per~en-da±nq-btl~tne~~-tlnde~--tne--aHtho~ity--o€--th~~ 

~tate---o~--the--Bn±ted--State~--retA~ing--to--ben~~,--trtl~t 

eam~~nte~,-~av~M9~-or-b~±Idin9-end--±aan-a~~oe±et±en~ 1 -ered±t 

~n• """"'"' """"' 
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~n±on~;-or-a ~ person engaged in business as a licensed 

pawnbroker or--any--per~on--who--shall--extend--ered±t--in 

eonneet±on-w±th-the-~aie-of-a-eommod±~y-sh~il ~ 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 

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 loans and all other 

contracts entered into by the licensee 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 

devic~, subterfuge, or pretense whatsoever. 

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

of w~ich any act shall have been done which violates 

s~bsection (l) of this section shall be void, and the lender 

st1all have no right to collect, receive, or retain any 

-2- INTRODUCED BILL 
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principal, interest, or charges whatsoever.'' 

Section 2. Section 32-S-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 for licensees in 

subsection (l) 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 amount of any loan exceeding $1,000 but not 

exceeding S7,SOO. 

(3) Charges 1n (1) and (2) shall be compu~·1d ~t th0 

applicable rates on the full, original principal amour1t or 

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

final scheduled installment irrespective of the fact tf1at 

the loan is payable in installments. Said charges shall be 

added to the principal of the loan and shall nc, 

discounted or deducted theretrom or p.-,id or :-ece.ived a· 
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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. 

t4t--9~-roens-of-$9S-o~-±e~~-8-i±ee~see-~~y-enarge,--in 

±±en--or--eh8r9es--~peei£ie~--~n-t±t-of-thi~-~eetioftr-noe- tn 

exee~~-o~-$i-£or-eee"-$5-of-eesh-or-eredit-ad~aneed--to--the 

borrower--ttp--to--the-amonnt-of-$99o-A-per±od-o£-et-iee~t-:5 

days-mtl~t-be-errow~d-fo~-~he-repayment-e£-eeeh--~5--ee~h--or 

ered%t--ed~~fteedo--Stleh--eharges--eennot--be-ess~~~ed-by-eny 

sttbter£tt~e-er-deviee-on-eny-roan-o~er-$99-or-on-eny--baranee 

e£--$99-or-ie~~-when-the-~riqinei-%oan-was-9reater-than-$99o 

t5till {a) When ar.·i :<:an 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 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 J8ths or sum of the digits ~r1nc~ple as follows: the 

amount of the refund or edit shall be as great a 

proportion ot the total c~·~rg· originally contracted for 

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. 

-4-
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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 deterred, 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 disclused 

purs0ant to federal law, based on the assumption that all 

payme~ts 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 de~erm1ne the annual 

percentage :ale. 

t6t_L'U If the contract so provides, the additional 

cnarge for any amount past due according to tt1e original 

ter~s of tnc contract, whether by reason of default or 

excens1on agreement, may be 5% of the amount past due, and 

said amount ~ay be charged once dnd no more. 

t~till (a) ':'he licensee may include in the priocipal 

ar:1our:::: of aJ y :Coan the actuaJ fees pdid a public otf1cidl or 

a~ency of the state for f~:ing, recording, or reledsing any 

-s-
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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, settlement 

statement, or other documents; 

de~d. 

(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 

or 

t8t121 No further or other charges shall be directly 

indirectly contracted for or receiv~d by any licensee 

except those specifically authorized by this chapter. No 

licensee shall divide into separate parts any contract made 

fer the purpose of or with the effect of obtaining charges 

in excess of those authorized by this chapter. All-b8lane~s 

~~~-~e-a-lieen~ee-£rem-aMy-per~eM-B~-a--borrower--or--a~--an 

~ndor~er,-9~arantor 7 -or-~tlrety-Eor-any-borrower-er-etherw~~e 

or-d~e-from-8ny-hn~ba~O-or-wife,-jo±~~~y-o~-~e~~raYty 7 -~haY~ 

be-eon~ider~d-a-~art-o£-any-~~BM-bein~-made-by-a-±±een~ee-to 

~tieh--per~on--for--the--ptlrpese--of--comp~tin9--±Mtere~t--or 

eh~~ge~o If any amount in excess of the charges permitted by 

-6-
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this chapter 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. 

t9ti!l 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 tl~t l!!l· 

t±6ti21 On any loan of money 

principal amount, a licensee may 

exceeding $7,500 in 

contract and receive 

charges at a rate not in excess of 2% pe~ month 8n the 

principal amount as follows: 

(a} Charges shall be computed on unpaid balances of 

the principal amount outstanding from lime 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 pr1ncipal balance, except that 

if the amount of the payment is insufficient to P~i 

accumulated charges, unpaid charges cont: 'ue 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 p.,;,rt 

thE consideration for a new loan contract 1s th.- ', r-~ 

-7-
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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 t5t l!l· 

ttttl!Ql For purposes of computing charges for a 

fraction of a month, a day is considered one-thirtieth of a 

month. 

t±-~t(ll} The provisions .-Jf subsections tSt ill and t6t 

~ do not apply to loans made under subsections t9t ~ 

through flit llQl. 

t±3tl!Il The amounts of $90, $500, $1,000, and $7,500 

in subsections (1), (2), t4h--t9t ill• and tt9t ill are 

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

adjustment of dollar dmounrs." 

any 

SPction 3. 

"32-S-j06. 

kind ~ka1:t 

Section 3~ --306, MCA, is amended to read: 

InsurancE" No--in~tlrB~e~ Insurance of 

~ be written by a licensee or employee 

affiliate, or associate of the licensee, ±n-eonn~ct±on--w±t~ 

any--1:oan--exeept--a~ subject to the limitations hereinafter 

provided. 

(21 Insura~ce permitced under the provisions of this 

-8-
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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 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) ·When the principal amount of the loan exceeds $300 

exclusive 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 is smaller, and for the 

customary term approximating the term of the loan contract. 

It shall be optional with the borrower to obtain such 

insurar.ce in an amount greater than the amount of the loan 

or for a longer term. 

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

1nsurance 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 ti1e loan exceeds $300, exclusive of the portion 

thereof attributable to insurance premiums and charges. 

[5) The insurance authorized by this section may be 

-9-
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sold, obtained, 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 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 company as a 

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

advantage to the licensee or any employee, affiliate, or 

associate of the licensee from the sale, 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) 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. 

I 7) The amount of $300 in subsections (3) and (4) 1s 

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. 

charge for a 1-month period may not exceed an 

The deferral 

amount equal 

to the difference between the refund which would be required 

for prepayment in full ~nder ~tlbseetion-tSt-of 32-5-30llil 

-:o-
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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 borrower a pro rata refund of 

the unearned deferral charge in addition to any refund or 

credit made pursuant to s~.:~bsec:t:i:of'l-t5t-of 32-5-JO!i__!l." 

Section 5. Section 32-5-407, MCA, is amended to read: 

"32-5-407, Attorney fees -- bad check charge. ill 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 cnarges authorized ~ 

this chapter, a lic~nsee rnay_charge a borrow~_u ... , .. __ _g_~_""'a~_e~ 

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

21 received in payment of a loan, tha~ is dishonor~~ for any 

22 !_~" 

23 

24 

Section 6. Section 32-5-501, MCA, is amended to read: 

"32-5-501. Open-end loans. (~) A holC..-·r of .:.'! 

25 supplementary license may make open-end l~a~s 1nJ wa~ 
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contract for and receive charges at a rate not in excess of 

the rate set forth in 32-5-30lti9t~ on unpaid balances 

outstanding from time to time for the actual time 

outstanding. 

( 2) A holder of a supplementary 1 icense 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 32-5-3010t ill·" 

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

''32-5-506. Provisic;.2 ~ct applicable. The provlSlOns 

of subsections tSt l!L and t6t 121 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 ~his act. 

-E:r-'-

-12-
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SENATE BILL NO. 216 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

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 ON LOANS; REM9ViNS--~HB--PR9HiB!Ti9N--9N--SAbB--9P 

iNSijRANeB~ PROVIDING FOR A BAD CHECK CHARGE; AND AMENDING 

SECTIONS 32-5-103, 32-5-301, 3i-5-366T 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 money on credit in any amount 

and contract for, charge, or receive directly or indirectly 

on or in connection with any such loan or advance any 

charges, whether for interest, 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. Exeept-a~-p~o~id~d-in-~tlb~eetton 

t~t 7-a-pe~5on-do±n~-b~~ine~~-~nd~~--~he--atltno~tty--o£--thi~ 

~~ate---or--tne--Hnited--State~--~elatin~--to--ban~s,--t~n~t 

~ompanie~,-~av~n9~-or-btt±Tding-and-loon-a~~o~iat±on~ 7 -eredit 

~"' ,.,.,.,,,., """"' 
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ttft~eft~r-e~-8 ~ person engaged in business as a licensed 

pawnbroker or--any--persoft--who--~haii--exte~d--e~ed~t--±" 

eonnectioft-wi~n-the-~8ie-oi-8-eommod±ty-shail ~ 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 

association, trust company, credit union, credit 

association, development credit corporation, br 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 loans and all other 

contracts entered into by the licensee 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 (l) 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 done which violates 

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

shall have no right to collect, receive, or reta1n any 

-2- SB 216 
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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) $16 per 

principal amount 

exceeding $1,000. 

year 

of 

per 

the 

$100 on that 

loan exceeding 

part 

$500 

of 

but 

the 

not 

(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 princ~pal amount 

of any loan and may contract for and receiv~ 2harges 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 (2) shall be con.p~·~ d 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 ~~ct that 

the loan is payable in installme~ts. Said charges shall be 

added to the principal of the loan and sh2 ;,o· be 

discounted or deducted therefrom or paid or rece1 ·'d a• the 
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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. 

t4t--6n-±o8n~-oE-~99-or-ie~~-a-tie~n~~~-m8y-ehar9e,--in 

iie~--o£--eh8~9~~--~pee±fied--±n-tlt-ot-t~i~-~e~tion,-not-±n 

exeess-of-$1-fo~-~aeh-$5-of-e~sh-or-ered±t-advaneed--to--the 

bo~rower--ttp--tc--~he-amott~t-o£-$99o-A-period-o£-at-iee~t-±5 

day~-mtt~t-be-aiiowed-fo~-tne-~epayme~t-o£-each--$5--ea~h--er 

e~ed~t--ad~eneedo--Suen--ena~g~~--e~ftnot--be-es~essed-by-any 

sttbte~ftt~e-or-de~±ee-on-any-loa"-o~er-$99-er-en-any--bala"ee 

of--$99-or-±e~s-when-t~e-orig~nai-loan-was-~reater-than-$99. 

t5tl!l (a) When ~~ loan contract, new loan, renewal, 

or otherwise for a pe.::· .. 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 78th~ or sum of th~ digits principle as follows: the 

amount of the refund or crer1·, ~- shall be as great a 

proportion of the tocal 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 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 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 rate. 

t6t~ 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. 

t~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, 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, settlement 

statement, or other documents; 

deed. 

(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 

t8ti21 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. A±i-b~i~nee~ 

o~e-to-~-~±een~ee-rrom-any-per~o~-o~-a--bo~~ow~r--or--8~--an 

endor~er 7-gtla~anto~y-or-~n~~ty-for-any-horrower-or-otherwise 

o~-dtle-from-a~y-htl~band-o~-wire,-jo±ntiy-or-~e~era±±y 7 -~na±± 

be-con~±dered-a-pa~t-of-any-±oan-be±ng-made-by-a-i±een~ee-to 

~neh--per~on--for--the--p~~po~e--of--eom~tlt±n~--±nte~e~t--or 

eharge~~ If any amount in excess of the charges permitted by 
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this chapter 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. 

t9t1!1 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 ttrt 1!!1· 

tl9t!21 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 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 balan•- ~xcept th~t 

if the amount of the payment is insufL.ciclll pa'/ the 

accumulated charges, unpaid charges continue to accumulate 

to be paid from the proceeds of subsequent paymenc..s and are 

not added to the principal balance. 

(b) Charges made under this subsection may not be 

payable in advance or compounded. Howeve~, 1f p.:L"':. or • ;.l of 

the consideration for a new loan contr0ct is tne npa l!.l 
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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 wt~ich 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 t5t l!l· 

t%%ti!Ql For pu[poses of computing charges for a 

fraction of a month, a day is considered one-thirtieth of a 

month. 

tiltl!!l The provisions of subsections t5t l!l and t6t 

111 do not apply to loans made under subsections t9t ~ 

through flit l!Ql· 

tt3ti!ll The amounts of $99 7 $500, $1,000, and $7,500 

in subsections (1), (2), t4t,--t9t ~. and ti9t l2i are 

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

adjustment of dollar amounts." 

S~etie~-3o--Seet±on--3~-5-3A6,-M€A,-±~-amended-to-read~ 

u3r-5-396o--fn~tlr~~eeo--t~1·-No-±~~tl~anee fn~~r~~~~--oE 

any--kind--~ha!i ~--be-written-by-~-lieen~ee-or-e~p~oyeer 

aff±i±ate,-or-e~~o~±ete-of-the-i~ee~~ee;-~n-eonn~etien--w~tn 

any--ioen--excep~--a~ ~tlbject-~o-the-±±mitation~-nereinafter 

prov±dedo 

t~t--±ns~ranee-permitted-~nder-the-prov±~ior.~--o£--thi~ 
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seet±on--eha!l--be--obtained--th~ottgh--a~--insttra~ee-eompany 

a~tkerized-to-eonduet-stteh-b~siness-in--Montana--by--a--dttly 

lieenseC--a~ent-or-a~eney-of-this-state~--Premittms-shall-not 

exeeed-those-e±xed--by--%aw--or--e~rreftt--applieable--mantta± 

rates 0 --£nsttranee--written-as-attthorized-by-this-seetion-may 

eontain-a-mortgagee-elattse-or-ether--appropr±ate--provisions 

to-proteet-the-insttrable-interest-of-the-lieenseeo 

t3t--When-the-prineipal-amottnt-o£-the-loan-exeeede-$366 

exelttsive--o£--the-portion-thereo£-attribtttable-to-insttranee 

premittms-and-eharges,-the-lieensee-may-reqttire-a-borrowe~-~e 

±n~~~e-properey-offered-a~-~eettr±ty-agatnst-any--~~bstant±a~ 

ri~~--e£--%eee7--damagey-or-de~trttet±on-£er-en-amottnt-noe-ee 

exeeed-the-rea~oneble-va%~e-o£-the-preperty-±n~ttred--er--the 

amottne--ot--the--loany--wh±ehever--±s--~ma~rer,--and-£er-the 

ett~tomary-term-approx±maein9-the-term-o£-the-ioan--eontraeto 

It--~ha±r--be--ept±enal--w~th--the--eorrower--to-obta±n-sueh 

±nsuranee-±n-an-amount-greater-then-the-amottnt-o£--the--~oan 

or-for-a-~on9er-termo 

t4t--sue;eet--to--the--laws--o£-thts-state7-eredit-±±fe 

tn~uranee-and-eredit-dieab±l±ty-±nstlranee-may-be-provided-at 

the-expense-of--the--borrower--and--may--be--provided--by--a 

±ieen~ee-ttpon-the-reqttest-o£-the-borrower-when-the-prineipa± 

amoont--o£--the--loan-exeeed~-S399,-excio~±~e-o~-the-portion 

thereo£-attr~butab±e-to-in~uranee-prem±ums-and-charge~o 

tSt--The-±nsurance-authorized-by-thi~--~eet~o~--m~y--be 
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so~d,--obtainedT--er--prov~ded-by-or-throttgh-a-~ieen~ee,-and 

the-prem~ttm-or-±den~i£~able-ehar~e-£or-the-insuranee-may--be 

inel~ded--±n--the--prineipal--amottnt--of-the-loen~-provided, 

however,-tkat--no--±icen~ee--shal~--req~±re--a--borrower--~o 

pttrehase--s~eh--in~ttranee--£rom--~tteh--±~censee--or-£rom~any 

partie~%ar--agent,--~ro~er,--or--insttranee--eompany---as---a 

eondition-preeedent-£or-the-obtaininq-o£-a-loano-Any-qain-or 

advan~a9e--to--the--~ieeneee--er-any-empioyee,-a£~~liate7-or 

assoeiate-o£-~he--lieensee--£rom--the--sale,--provi~ion7--or 

obtaininq--o£--±nsttranee-ae-attthorized-by-th±s-seetion-shall 

not-be-deemed-to-be-additiona%-eharges--or--a--vioiation--o£ 

thi~-ehapter• 

t6t--A--l±eeneee-~hail-not-reqtt±re-±nsttranee-ttnder-this 

see~±on-until-any-exist±ng-±nsuranee-of-the--same--type--has 

exptred-or-has-been-eaneeled-and-the-unearned-pertion-o£-the 

prem±ttm--£or--the-eaneeied-±nsttranee-has-been-rebated-to-the 

borrower. 

t1t--~he-amottnt-o£-$399-in-subseet±ons-t3t-and--t4t--±s 

sub;eet--to--ehan9e--pursuant--to--3i-~-~84-on-aO;ttstment-o~ 

do~iar-amotintsou 

Section 3. Section 32-5-322, MCA, is amended to read: 

''32-5-322. Deferral charge rate. The deferral 

charge for a 1-month period may not exceed an amount equal 

to the dlfference between the refund which would be required 

for prepayment in full under ~~b~eetion-t5t-~f 32-S-30lt±l 
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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 borrower a pro rata refund of 

the unearned deferral charge in addition to any refund or 

credit made pursuant to stlbseet:±ort-tSt-oE 32-5-30lill· 11 

Section 4. Section 32-5-407, MCA, is amended to read: 

"32-5-407. Attorney fees -- bad check charge. ill 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. 

_L2) In addition to any other charges au!_horiz_e_t? __ ~ 

this chapter, a licensee ~-~~arqe a borrower t~!~a_ter 

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

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

22 reason." 

23 Section 5. Section 32-5-501, MCA, is amended to read: 

24 ''32-S-501. Open-end loans. ( 1) A holder c-f a 

25 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 32-5-30lti9t~ on unpaid balances 

outstanding 

outstanding. 

from time to time for the actual time 

(2) A holder of a supplement~ry 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 32-5-301tTtill·" 

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

''32-5-506. Provisions not applicable. The provisions 

of subsections t5t l!l and t6t ~ 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 

rules on the subject of 

the department of commerce to make 

the provisions of this act is 

extended to the provisions of this act. 

-End-
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SENATE BILL NO. 216 

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 ON LOANS; REM6¥iN8--~HB--PR6HiBf~f9N--9N--SAbB--8P 

INSSRANeBT PROVIDING FOR A BAD CHECK CHARGE: AND AMENDING 

SECTIONS 32-5-103, 32-5-301, 3i-5-3967 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 le Section 32-5-103, MCA, is amended to read: 

•]2-5-103. Engaging in business of making 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 loan 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. exe~pt-as-provided-i"-s~bseetion 

tit7-a-person-doift~-busin~ss-~ftder--th~--a~the~ity--of--this 

seate---o~--ehe--Hn±t~d--States--~eietiftq--to--ban~sT--truse 

eompeni~~7-sa•inqs-er-bui%d%nq-eftd-leen-essoeiaeiens 7-eredie 
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anionsT-er-a ~ person engaged in business as a licensed 

pawnbroker o~--any--person--whe--sha%1--eKtend--eredit--tft 

eonneetion-wi~h-ehe-sa%~-of-a-eommodity-shall ~ 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 

bank, building and loan association, savings and 

association, trust company, credit union, 

to a 

loan 

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 loans and all other 

contracts entered into by the licensee 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 done which violates 

subsection (1) of this section shall be void, 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) $16 per 

principal amount 

exceeding $1,000. 

year per $100 on that part of 

of the loan exceeding $500 but 

the 

not 

(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 Sl2 per year per $100 on that part of 

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

exceeding $7,500. 

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

applicable rates on the full, original principal amount of 

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

final scheduled installment irrespective of the fact that 

the loan is payable in installments. Said charges shall be 

added to the principal of the loan and shall not be 

discounted or deducted therefrom or paid or received at the 
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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. 

t4t--en-±ean~-e£-$96-or-%ess--e-lieense~-may-eharge,--i" 

iie~--or--eharge5--speeiE~ed--ift-tlt-or-~his-seet±on,-not-i" 

exeess-oE-$I-Eor-eeeh-$5-o£-eash-or-ered±t-sdvefteed--~o--the 

he~~ower--ttp--~o--the-amo~ft~-o£-$96•-A-per±od-o£-at-±ea5~-i5 

days-mttst-be-a%%owed-£or-the-~epayment-o£-eaeh--$5--eash--or 

eredit--advaneed.--s~en--ehargee--eannet--be-essessed-by-eny 

s~b~erf~g~-or-deviee-oft-any-loan-eve~-$98-or-on-any--baianee 

o£--$99-e~-le~s-wheft-the-originel-loan-wes-g~eatet-than-$99. 

tSti!l (a) When any loan 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 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 of the consecutive mon(hly 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 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 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 ~he same manner used to determine the annual 

percentage rate. 

t6t~ If the contract so provides, the additional 

charqe 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. 

titi§l tal 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 

1 

2 

3 

4 

5 

6 

1 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0216/02 

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, settlement 

statement, or other documents; 

(iii) fees for notarizing deeds and ather documents; 

(iv) appraisal fees: 

(v) fees for credit reports: and 

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

deed. 

t8till 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. AYl-baia~ee~ 

d~e-~e-a-lieensee-£rom-any-per~e~-as-a--borrewer--or--a~--an 

e~dor~er,-g~ara~tor,-~r-~arety-Eer-any-~orrower-or-etherwtse 

or-dtle-£rom-a~y-hasba~d-or-wife7-;e±~tly-or-~e•erally,-sha%l 

be-eon~±dered-a-part-o£-any-loan-ee±ng-made-by-a-lieen~ee-to 

~aeh--person--£er--the--~arpose--o£--eomptlt±ng--%~terest--or 

eher9eso If any amount in excess of the charges permitted by 
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this chapter is charged, contracted for, and received, 

excePt as .the result of an accidental a-nd bona fide errO-r of 

computation, the licensee shall have no right to collect or 

receive any cha.·rges. 

t9till On any loan of money exceeding $7,500 in 

principal amount, a licensee may not make charges as 

provided in subsections (1) a-nd (2) but sh-all ma-ke- charges 

in accordance with the provisions of this subsection through 

subsection ttit ll!l· 

tt9t~ 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 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 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 loan 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 

p.rincipal balance of a· prior loan on which charges ha-ve been 

made pursuant to subsections ( 1) and ( 2) is the bala-nce d-Ue 

after refund or credit is given to the- borrowe[ pursuant to 

sub·section t5t ill· 

ttttl!Ql For purposes of computing charges for a 

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

month. 

tt~tl!!l The provisions of subsections tSt ill and t6t 

121 do not apply to loans made under subsections t9t 1!1 

through t%%t l!Ql. 

ti3tl!ll The amounts of $99, $500, $1,000, and $7,500 

in subsections (1), (2), t+t•--t9t ill• and t%9t ~are 

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

adjustment of dollar amounts." 

S~e~ion-3o--Seetion--3i-5-396,-MeA,-is-ameftd~d-~e-rea~~ 

u3i-S-396o--fn~~raneeo--ttt-No-ins~~ance fn~~rane~--o£ 

any--kind--shall ~--be-wri~ten-by-a-~ieensee-er-employee, 

a££i~iaee,-or-assoeiate-o~-ehe-%ieenseer-in-eenneetien--with 

any--ioan--exeep~--ae sHb;eet-eo-ehe-Yimi~a~ions-hereinaEter 

provid:edo 

t~t-- :t'ftstt~ane!!-.:..pe'!''mi"t~~-"'t!ftde-r- t: he -pro vis ieft e--e£--e his· 
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seetien--sfta%~--be--ob~ained--thro~gh--an--ins~ranee-eempany 

autherized-te-eend~et-sdch-b~siness-tn--Mentana--by--a--duiy 

iieensed--a9ene-e~-a9eney-e£-tftis-staee.--P~emi~ms-shai%-net 

exeeed-those-fixed--by--iaw--er--edrrent--appiieab%e--manuai 

rates•--fnsuranee--written-as-authorized-by-this-section-may 

eontain-a-mert~aqee-eiause-or-other--appropriate--~rovisions 

te-preteet-the-insurabie-interest~he-%ieenseev 

t3t--Whee-~he-pr~neipa%-ame~nt-of-~he-%oan-e~eee~~-$388 

exei~sive--of--the-pertion-thereof-attributabie-to-insuranee 

premiums-and-ehar~es,-the-iieensee-mey-require-a-borrower-to 

insure-property-o£fered-as-see~~±ty-aqainst-any--substant±a% 

r±sM--o£--±essr--damageT-e~-des~~~etion-fe~-an-ameunt-not-te 

eMeeed-tfte-reasenab%e-va%ne-ef-the-p~eperty-±nsured--er--the 

ame~nt--o£--tfte--ioan7--whiehever--is--smallerT--and-for-the 

enetomary-term-approximatinq-the-te~m-of-the-loan--eontraeto 

it--sharr--be--eptienal--w±tft--the--be~rower--te-obtain-stteh 

insurance-in-an-amount-greater-than-the-amount-of--the--loan 

or-£or-a-lon9er-termo 

t4t--Sub;eet--to--the--laws--o£-this-state,-eredit-i±Ee 

ins~~anee-and-credit-d±sab±iity-±nsttranee-may-be-provided-at 

the-expen~e-et--the--borrower--and--may--be--provided--by--a 

lieensee-ttpon-the-request-of-the-borrower-when-the-prineipa% 

amo~nt--o£--the--%oan-exeeeds-$399,-exeitts±ve-o£-the-portion 

thereof-attribtttabie-to-insttranee-prem±ttms-and-ehargeso 

tSt--The-ins~ranee-authorized-by-this--seetion--may--be 
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so%d7--0btained7--or--provided-by-er-thre~9h-a-lieensee,-and 

tfte-~rem~ttm-or-~den~i£iab%e-eharge-£or-the-±nsnrenee-may--be 

ineittded--in--the--~r±nei~al--ame~nt--of-the-iean;-pro•iaed7 

howeYerT-ehat--ne--lieensee--shall--req~ire--a--berrewer--to 

~Hrehase--s~eft--insuranee--from--stteh--lieensee--or-trom-any 

part±e~iar--agent,--b~okerr--e~--insttranee--eompanr---as---a 

eendieion-~reeeden~-£or-the-obtaining-et-a-loaft•-Any-gain-er 

advantage--~o--the--licensee--or-any-emp%oyee,-atr±±iate,-or 

assoeiate-o£-the--lieensee--from--ehe--saleT--previsionT--er 

obeainin~--e£--insnranee-as-attthorized-by-this-seetien-shall 

noe-be-deemed-to-be-additienal-eharges--er--a--•io±ation--o£ 

this-chapter. 

t6t--A--%ieensee-shall-not-reqttire-ins~ranee-ttnder-this 

seeeien-ttntil-any-existin~-insttranee-o£-the--eame--ty~e--has 

expired-er-has-been-eenceled-and-~he-ttnearned-portien-e£-the 

premittm--£or--the-eaneeled-insnranee-has-been-rebated-to-the 

borrewero 

t7t--The-ame~n~-of-~388-in-~~b~eetien~-t3t-ana--t4t--i~ 

subject--to--ehanqe--pursuant--to--3~-5-ie~-on-adjustment-e£ 

do±±ar-amenntsou 

Section 3. Section 32-5-322, MCA, is amended to read: 

11 ]2-5-322. Deferral charge rate. The deferral 

charge for a 1-month period may not exceed an amount equal 

to the difference between the refund which would be required 

for prepayment in full under ~~bseetion-t5t-of 32-5-301l!l 
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as of the scheduled due date of the first deferred 

installment and the refund which wo~ld 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 borrower a pro rata refund of 

the unearned deferral charge in addition to any refund or 

credit made pursuant to st:t:b.s~et:iort-t5t-o£ 32-5-JOll.!l." 

Section 4. Section 32-5-407, MCA, is amended to read: 

"32-5-407. Attorney fees -- bad· check charge. ill If 

the contract so provides, reasonable attorney fees may be 

awarded to the party in whose fa~or 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 the greater 

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

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

22 reason.'' 

23 

24 

Section 5. Section 32-5-501, MCA, is amended to read: 

"32-5-501. Open-end loans. ( l) A holder of a 

25 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 ln 32-5-30ltt9tll on unpaid balances 

outstanding 

outstanding. 

from time to time for the actual time 

(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 t~e 

borrower's account; however, the unpaid principal balance 

may include the fees paid to third parties as authori~ed by 

32-5-504 and by 32-5-301Htill-" 

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

"32-5-506. Provisions not applicable. The provisions 

of subsections t5t l!! and t6t 121 of 32-5-301 and the 

provisions of 32-5-304 do not apply to open-end loans. •• 

NEW SECTION. Section ?. Extension of authority. An.y 

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 

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 ON LOANS; RBM6YfN6--~HE--PR6HiBf~i6N--6N--SAbB--6P 

iH9BRAN€B7 PROVIDING FOR A BAD CHECK CHARGE; AND AMENDING 

SECTIONS 32-5-103, 32-5-301, 3~-5-366, 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 loa:1s 

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 loan 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. Exeept-a~-p~o~ided-in-s~bs~et±on 

tZtr-a-pe~~on-do±ng-btts±ness-ttnde~--the--atttho~ity--oE--this 

s~a~e---o~--~he--Hnited--States--~elftt±~9--to--ban~sr--t~~st 

eomp8nie~,-savings-or-b~i±ding-and-ioan-sssoe±at±ons,-ered±t 

~n• ,..,.,.,,..Council 
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ttn±ons,-or-a ~ person engaged in business as a licensed 

pawnbroker o~--any--person--who--she%%--ex~end--ered±~--in 

eonneetion-wi~h-the-sa±e-o£-a-eommodity-shail ~ not became 

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 

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 loans and all other 

contracts entered into by the licensee 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 done which violates 

subsection (1) of this section shall be void, 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: 

11 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 

principal amount 

exceeding $1,000. 

year per $100 on that 

of the loan exceeding 

part of 

$500 but 

the 

not 

(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 amount of any loan exceeding $1,000 but not 

exceeding S7,500e 

(J) 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 loan is payable in installments. Said charges shall be 

added to the principal of the loan and shall not be 

discounted or deducted therefrom or paid or received at the 
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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. 

t4t--en-%eans-ef-$96-er-%eee-a-%~eensee-may-eharqe7 --in 

%±e~--ef--eharges--speeified--ift-t%t-ef-t~is-see:±on,-not-±n 

exeess-of-$%-Eor-eaeh-$5-ef~eaeh-or-eredit-advaneed--te--the 

be~~ewe~--~~--to--the-amoant-of-$99.-A-period-of-a~-reast-%5 

days-m~s~-be-attowed-Eor-the-repaymeft~-e£-eaeh--$5--eash--er 

eredit--advaneed.--saeh--eftarges--eannot--~e-asseseed-by-any 

s~bter£Hge-er-deviee-on-afty-%oan-oYer-$96-er-on-any--baYanee 

ef--$99-er-less-vhen-~he-ori~ina%-%ean-was-greater-than-$99• 

t5t1!1 (a) When any loan 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 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 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 loan contract, new loan, renewal, or 

otherwi~e 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 loans 

that may be subject to this section, charges are computed 

initially in the same manner used to determine the an.nual 

percentage rate. 

t6tlil 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. 

t~tl§L (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, settlement 

statement, or other documents; 

deed. 

(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 

tBtill 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. Al~~baiances 

d~e-to-a-%ieene~e-from-any-per~on-a~-a--borrower--or--a~--a" 

endor~er 7 -q~arafttorT-or-e~rety-for-any-borrower-or-o~herwise 

or-due-from-any-h~~band-or-wife,-jo±n~iy-or-~e~erally,-sn~ll 

be-eofte±dered-a-part-o£-efty-~oan-~einq-made-by-a-lieen~ee-to 

stteh--person--£or--the--pttrpose--o£--comptttin9--interest--or 

eher9eeo If any amount in excess of the charges permitted by 

-6- SB 216 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0216/02 

this chapter 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. 

t9tl!l 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 flit 1!11· 
tl9t11l 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 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 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 loan 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 charqes 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 tSt i!l· 

tlltl!Ql For purposes of computing charges for a 

fraction of a month, a day is considered one-thirtieth of a 

month. 

t%it1l!l The provisions of subsections t5t i!l and f6t 

121 do not apply to loans made under subsections t9t ~ 

through tlrt l!Ql· 

tl3tll!l The amounts of $987 $500, $1,000, and $7,500 

in subsections (1), (2), t4tT--t9t ~. and trOt l!l are 

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

adjustment of dollar amounts." 

Seetio~-3.--see~ien--3i-5-366,-MeA,-+s-am~nded-to-read~ 

u3i-5-~66o--£ns~~ane~o--t%t-No-insurane~ Tn~~raftee--o£ 

any--kind--sha±% ~--be-wri~~en-by-a-licensee-or-empioyee7 

a££ilia~e,-er-assoeiate-o£-~he-±ieensee,-in-conneetien--with 

any--ioan--exeept--as s~bject-te-the-iimitations-hereina£ter 

pro¥ided";' 

tit--insttranee-permitted-ttnder-the-provisions--o£--this 
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sectio~--sha%~--be--ob~e~nee--~hre~g~--an--~ns~ranee-eompany 

a~thorized-eo-eond~ee-sueh-b~siness-in--Montana--by--a--d~iy 

lieensed--agent-or-a9eney-of-th±s-stateT--Premi~m~-~hai~-not 

ex~eed-those-fixed--by--law--or--current--applicabie--manttai 

rates.--~nsHranee--wri~ten-as-aHthorized-by-this-seetion-may 

eontain-a-mort949ee-elatlse-or-other--appropriate--provis±ons 

to-proteet-the-insurabie-inte~est~ot-tne-lieenseeT 

t3t--When-the-pr±neipal-amount-of-the-loan-exeeeds-$39e 

exe±ttsive--o£--the-portien-tnereo£-attribHtable-to-insnrance 

premittms-and-eharges,-the-iieensee-may-reqHire-a-bo~~owe~-to 

insnre-property-o£fe~ed-8e-eee~ri~y-agains~-any--sabstantia~ 

ri~~--of--~oss,--damage,-or-de~~raetion-£or-an-amoant-not-to 

~xeeed-t~e-reasonab~e-vai~e-of-the-property-ins~red--o~--the 

amo~nt--o£--the--~oan;--wh±ehever--is--sma~ier,--and-£or-the 

e~stomary-term-ap~rox~mat±ng-the-term-o£-the-~oan--eontraetT 

Yt--~ha~l--be--optiona~--with--the--borrower--to-obta~n-s~eh 

insttranee-in-an-amottnt-greater-than-the-amo~nt-of--the--loan 

or-Eor-a-!on9er-termT 

t4t--Sttbjeet--to--the--lawe--o£-th!e-etate,-eredit-~i£e 

±nsaranee-and-eredit-disabi~ity-~nsaranee-may-be-provided-at 

the-expense-o£--the--borrower--and--may--be--prov±ded--by--a 

!~eensee-ttpon-the-reqaest-o£-the-berrower-when-the-prineipal 

ameant--o£--the--ioan-exeeeds-$399,-exclaeive-o£-the-portion 

thereo£-at~r±btl~ab~e-to-insarance-prem±ams-and-ehar9eST 

t57--Th~-inear~nee-att~herized-by-th±~--~~etion--may--be 
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so~d,--obtained;--or--~rovided-by-er-~hre~9h-a-lieen~ee,-aftd 

the-premi~m-or-±dent±Eiah%e-ehar~e-£er-~he-%n~nranee-may--be 

ine~Hded--ift--the--p~ineipa%--amoant--o£-the-lean;-~rev±dedr 

however,-that--no--i±eensee--shai+--reqaire--a--borrower--to 

purehase--~Hch--ine~ranee--£rom--s~eh--~ieensee--or-£rem-any 

partieHlar--agefte 7 --broker,--or--ins~ranee--eempany---a~---a 

eond±t±on-precedent-£or-the-obta±ninq-e£-a-ioan.-Any-ga±n-or 

advantaqe--to--the--i±eensee--or-any-empioyee,-a££iliatey-or 

a~sociate-o£-the--i±eensee--£rom--the--eale,--prov±sion7 --or 

ohtainin~--o£--±ftsHranee-ae-aHthor±zed-by-th±s-seetio~-shail 

not-be-deemed-to-be-add±tionai-ehar~ee--or--a--v±olat~on--o£ 

th±s-ehaptet"T 

t6J--A--%ieensee-shaii-not-req~±re-±nsoranee-ander-th±e 

seet±on-unt±i-any-ex±st±ng-insttranee-o£-the--same--type--has 

expired-er-has-been-eaneeied-and-the-anearned-port±on-o£-the 

prem±um--£or--the-eafteeied-±nsuranee-has-been-rebated-to-the 

borrowerT 

t~t--~he-a~oun~-of-$399-in-•ub•ection~-t3t-and--t4t--i~ 

~ ub; eet:-- to--chanq e_-- p1:2 r :stta" t:--~o-- -3 i!-5--1::9 4-oft- tt H; t:t ~ tmen t-or 

doiiar-amottnte..-.u 

Section 3. 

"32-5-322. 

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

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 

far prepayment in full under ~tte•~etion-t5t-o£ 32-5-301l±l 
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the first deferred 

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 borrower a pro rata refund of 

the unearned deferral charge in addition to any refund or 

credit made pursuant to "'"bseetie~t-t5t-ef 32-5-30lill·" 

Section 4. Section 32-5-407, MCA, is amended to read: 

"32-5-407. Attorney fees -- bad check charge. ill 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 

this chapter, a licensee may charge a borrower the greater 

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

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

22 reason." 

23 

24 

Section 5. Section 32-5-501, MCA, is amended to read: 

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

25 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 32-5-30ltt8ti21 on unpaid balances 

outstanding 

outstanding. 

from time to time for the actual time 

(2) A holder of a supplementary licerse 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 32-5-30lt'1tffi." 

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

11 32-5-506. Provisions not applicable. The provisions 

of subsections tSt 1il and t6t lil 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 provisions of this act is 

extended to the provisions of this act. 

-End-
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