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1 BiLL no. A 80

2 L DUCED BY S’E?M&JS
3 'jizfah‘lt¢‘;

4 A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING CONSUMER LOAN
5 LICENSEES IN THE DEFINITION OF "REGULATED LENDER"; EXEMPTING
6 CONSUMER LOAN LICENSEES FROM USURY LIMITS; AMENDING SECTIONS
7 31-1-111, 32-5-103, 32~-5-301L, 32-5-303, 32-5-322, 32-5-501,
2] AND 32-5-506, MCA."

9

10 BE IT ENACTED BY THE [LEGISLATURE OF THE STATE QF MONTANA:

11 Section 1. Section 31-1-111, MCA, is amended to read:
12 "31-1-111. Definition ef regulated lender. The term
13 "regulated lenders" as used in 31-1-112 means:

14 (1} a bank, building and loan assocciation, savings and
15 loan association, trust company, credit union, credit
16 association, consumer loan licensee, development
17 corporation, or .bank holding company organized pursuant to
18 state or federal statutory authority and subject to
19 supervision, c¢ontrol, or regulation by:

20 {a} an agency of the state of Montana; or

21 (b) an agency of the federal government;

22 (2) a subsidiary of an entity described in subsection
23 (1):

24 ({3) a Montana state agency or a federal agency that is
25 authorized to lend money;
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{4) a corporation or other entity established by
caongress or the state of Montana that is cwned, in whole or
in part, by the United States or the state of Montana and
that is authorized to lend money."

Section 2. 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,
cr expense, which-in-the-agqregate-are--greater——than——those
previded---by-——--31-1-187¢337 except as provided in and
authorized by this chapter. Except as provided in subsection
(2)r a person doing business under the authority of this
state or the United States relating to banks, trust
companies, savings or building and loan asscciations, credit
unions, or a person engaged in business as a licensed
pawnbroker or any person who shall extend credit ino
connection with the sale of a commodity shall nct become a
licensee under this chapter nor shail any of the previsions
of this chapter apply to any such exempted person.

(2) A licensee may sell its business and assets to a
bank, building and loan asscciation, savings and loan
association, trust company, credit union, credit

-2
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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 into by the licensee pursuant to the
provisions of this chapter that are sold and transferred to
an acquiring organization continue to bLe governed by the
provisicns of this chapter.

(3} The provisions of subsection (1) shall apply to
any perscn 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
principal, interest, or charges whatsoever.”

Secticn 3. Section 32-5-301, MCA, is amended to read:

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

(L) Every licensee or_ holder of a supplementary license

hereunder may contract for and receive on any loan of money

not-exceeding-S$i76648-tn-principati-ameunt s
taj--chargez-at-rates-not-tn-excess-sf-526-per-year-per

51868-on-that-part—-of-the-principai-amount-of——the--toan~--not

exceading-3590+
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tby-—-516--per--year--per--$tug--on--trak--part--ef-—the
principail--emount--st-—-the--loan--exceeding--5588--bat-—--not

exceeding-—--517668 interest  charges as_ provided under

31-1-112,

t2}-~Fhe-hoitder-of-4-3suppiementary-ticenss-may-centract
for-and-recerve-—charges-at-races—aguthorrzed-for-ticensees-in
sphaectian—tiy-for-the-£firae-5$i;068-of-the-princtpat--amount
of-—any~--tsan--and--may--contract-for-and-recetve-chargea-at
rates-noe-in-execess~sf-5i2-pec-year-per-5i09-on-chat-part-of
the-principal-ameant-of-any—toan-exceeding--5170088--buk--not
exceeding-$37;5807

t3¥{2) Charges in (1) and-t2y shall be computed at the
applicable rates on the full, original principal amocunt of
the loan from the date of the lcan to the due date of the
final scheduled installment irrespective of the fact that
the loan is payable in installmente, $aid charges shall be
added to the principal of the loan and shall nect be
discounted or deducted therefrom or paid or received at the
time the loan is made. Far the purpese <f computing cnarjes
for a fraction aof a month, a day shall be c¢onsidered
ope~thirtieth of a month.

t4y--6n--toans-cf-590-or-tesa-s-iicensme-may-charge;—tn
iieu-of-charges-specified-in-{iy-af--this——seceton;——nos——in
exessd-—of-—-5t-for-eaen-55-0f-cash-ar-credit-advanced-to-rhne

barrower-up-to-the-ameunt—o0f-590--A-pertod-af--at--tease—-15

.‘4_



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

25

LC 1904701

days--must--be--atiowed-for-the-repayment-of-each-55-cash-or
eredie-gdvanceds-Such-charges--cannot--be--assessed--by-—any
subterEuge——af—devéce-on;any—}oan-over—SQe—cf-on—any—baien:e
of-990-or-tess-when-the-sriginal-tean-weas-greater-than--596+

t5¥(3) {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 beorrower 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 centract,
both sums to be determined according to the payment schedule
originally contracted for.

{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 1is applicable tao alli fully unexpired months in the

contract as originaily scheduled or, if deferred, as
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deferred, following the date of prepayment. For this purpose
the applicable charge is the charge which would have been
earned for that contract Iif 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.

€6¥(4) 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 amocunt may be charged once and no more.

t#¥(5) (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, recerding, or releasing any
instrument securing the loan.

(b} The licensee may include in the principal amount
of any 1lecan 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 Eor preparation of a deed, settlement

~6_
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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.

tB¥{6) 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. All balances
due to a licensee from any person as a borrower or as an
endorser, guarantor, or surety for any borrower or otherwise
or due from any husband or wife, jointly or severally, shaiil
be considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
charges. If any amount in excess of the charges permitted by
this chapter 1s 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.

t9yr--Bn~-any-itoan-of-meney-éxcdeding-577568-in-principat
amount;——~a~~ticensee-~may--net—-make--charges-as-provided-in

aubssctions~tiy-and-+2¥y-but-shatt-make-charges-in-acecerdance
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124+
fief-en-any-ieen—ef—moneyfexceeding—5?7586-in-principai
nmnunt7——3-—iicensee--may——contruct—and-eeceive—charges—at—a
rate—not-in—excess—ef—é%-per—month~anthefvprincépa}——amoant
as—-folilows:
tay--€hargea--shalti--be--computed-en-unpaid-baiances-of
the-principat-amount-cutstanding-from—time-to-time——for--the
actuak——time--outstnnding:———Each——paymene‘-shaii—be—applied
firat-to--necumuiated-—charges-—-and——the--rematnder--of--bhe
payment-appiied~tc~the=unpaid—principa}-ba}ancey—except—that
iE——the--amcunt--oé‘vthe—-paymcﬂt-is~insué§icient—to—pay—the
aceumuiated-chargess-unpasd-charges-continue——to--aceumulace
to--be-paid-from-the-proceeds-sf-anbsequent-paymenta-and-arae
net-pdded-to-the-principat-batapess
fbf--&harges-madevﬁnderv—bhis--:ubsect:on——may—-not—«be
payabie-zn-advance-or-componndeds-Hewever;-if-part-er-atl-of
the——con:ideratien—-fur‘~a——new-—iean—centfact~is—the—unpafd
prinsipai—bs&anee-cf—a——pricr‘ﬁieanT—-tnem-pffncipeiv—ameunt
payabie——under—such-new~ioan—ccntract—may—rnciude-anyAunpaid
eharges-whieh-have-acerued:-The-ressiting-loan-contrece—is—g
nev—and-separate*}OAn——truﬂaaction~~fcr“-ai}——purpese::~~The
principai—baienCE-Of-ﬂ‘pfiot—ionn'eﬂ—which*chﬂfgee—have—been
made--pursuant-to-subaectisns-tiy-and-t2y-is-the-batanee -auas

aEter»reEund—ar-credit-is-given—ta—ehe-bc::ower~pur5uant~—tc

_8-



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

25

LC 1904/01

subsectiton-t5¥+

tit}-FPor--purposes-—-of-computing-charges-£fev—a-fraceian
ef-a-monthy-a-day-is-considered-one-thirtteth-af-a-moneh-

ti2}-Phe-provisions-of-subsections-{5}-and-{t6¥--de--net
appiy-to-ltoans-made-under-subsections-t9)-through-+1:y-

+13}-Fhe-—ameunta--of——538;-55687-91708807-and-$77586-+n
aubsecticna-{1iy7-t2¥7-t4}7-t3¥7--and-——t10)-—are--subieckt-~to
change--pursuant-to—the-provistons-of-32-5-184¢-on—adiusemane
of-dotiar-amouness"

Section 4. Section 32-5-303, MCA, is amended to read:

"32-5-303. Beorrower to receive copy of contract or
statement cf contents. At the time the loan is made, there
will be delivered to the borrower, cr if there be two or
more borrowers to cne of them, the disclosures required by
the TFederal Consumer C(Credit Protection Act, a copy of the
loan contract, or a written statement in the English
language showing in clear and distinct terms:

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

(2) the date of the loan contrack;

{3) the schedule of installments or description
thereof;

{4} the principal amount o©of the loan excluding
charges;

(5) the rate or amount of charges as the contract may

- -
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provide;

(6) the amount collected or paid out for each kind of
ingsurance, if any:

(7) the amount collected or paid out for filing and
other fees as allowed in 32-5-301+¢3%{5);:

(8) the collateral or security for the loan including
all other accommodation or other joint makers (comakers):

{9} that the borrower may prepay the lcan in whole or
in part at any time during a licensee's regular business
hours and, in case the charges have been added to the
principal of the loan, that such charges are subject to the
refund requirements of 32-5-301¢5%(3} 1f such loan is
prepaid in full.”

Section 5. 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 $5%(3) of 32-5-301
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 te 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 periocd and is

fully earned on the last day of the deferral period. Should

-10-~
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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 te any refund ot
credit made pursuant to subsection t5¥(3) of 32-5-301."
Section 6. Section 32-5-501, MCA, is amended to read:
"32-5-501. Open-end 1loans. (1) A holder of a
supplementary license may make open-end loans and may
contract for and receive charges at-a-rate-net-ifn-excess~-of

the--rate—-set--foreth-—-tn—--32-5-363¢38+, as allowed under

31-1-112, 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 secticn to the wunpaid principal balance of the
borrower's account; however, the unpaid principal balance
may include the fees paid te third parties as authorized by
32-5-504 and by 32-5-301¢7+(5)."

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

"32-5-506. Provisions not applicable. The provisions
of subsections +5%(3}) and ¢6¥(4) of 32-5-301 and the
provisions of 12-5-304 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 this act.

-11~
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NEW SECTION. Section 9. Saving clause. This act doces
not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before the
effective date of this act.

-End-

_12_
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APPROVED BY COMM. ON
BUSINESS & INDUSTRY
SENATE BILL NO. 480
INTRODUCED BY CHRISTIAENS, NORMAN,

STEPHENS, THAYER, FULLER

A BILL POR AN ACT ENTITLED: "AN ACT INCLUDING CONSUMER LOAN
LICENSEES IN THE DEFINITION OF "REGULATED LENDER"; EXEMPTING
CONSUMER LOAN LICENSEES FROM USURY LIMITS; AMENDING SECTIONS
31-1-111, 32-5-103, 32-5-301, 32-5-303, 32-5-322, 32-5-501,

AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA;
Section 1. Section 31-1-111, MCA, is amended to read:
*31-1-111. Definition of requlated 1lender. The term

"regulated lenders" as used in 31-1-112 means:

{1) a bank, building and loan association, savings and
loan association, trust company, credit wunion, credit
consumer locan licensee,

association, development

corporation, or bank holding company organized pursuant to
state or federal statutory authotity and subject to
supervision, control, or regulation by:

(a} an agency of the state of Montana; or

(b) an agency of the federal government;

(2) a subsidiary of an entity described in subsection
{1):

(3) a Montana state agency or a federal agency that is

@nﬂ Lagusiative Councy
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authorized tc lend money;

{4} a corporation or other entity established by
congress or the state of Montana that is owned, in whole or
in part, by the United States or the state of Montana and
that is authorized to lend money.”

Section 2. 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 busipness 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 1loan or advance any
charges, whether for interest, compensation, consideration,
or expense, which-in-the-agqregate-are-—greater—-than-—those
provided---by---31-3-303¢1}+ except as provided in and
authorized by this chapter. Except as provided in subsection
{2), a person doing business under the authority of this
state or the United States relating to banks, trust
companies, savings or building and loan associations, credit
unions, or & person engaged in business as a licensed
pawnbroker or any person who shall extend credit in
connection with the sale of a commodity shall not bacome a
licensee under this chapter nor shall any of the provisions
of this chapter apply toc any such exempted person.

(2) A licensee may sell its business and assets to a

bank, building and 1loan association, savings and loan

SECOND READING

-2~ 8B 450
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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
provisians 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 whe seeks to evade its applications by any
device, subterfuge, or pretense whatscever.

{4) Any contract of loan in the making or collecticn
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 tetain any
principal, interest, or charges whatsoever."

Section 3. Section 32-5-301, MCA, is amended to read:

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

{L} Every licensee or holder of a gsupplementary license

hereunder may contract for and receive on any lodn of money
net-exceedtng-5i7696-tn-principat-amoune:
te}--charges-at-ratea-not-in-excess-of-$i6-per-year-per

§300-on-that-part-of-the-principai-ameunt-of--ehe--toan--net

-3- 5B 450
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exceading-5588+
tby--516--per—-year--par--5i86--on--that--part--of--the
princtpat--ameunt--of--the--ican--exeteding~-5500--but---not

exceeding--—-5+70086 interest charges as provided under

31-1-112.

t2+--Phe-hotder-of-a-suppitementary-treense-may-contrace
for-and-recaive-chargas-at-rates-autherized-for-ticensees-in
subsection-tii-for-the-first-517060-of ~che-principat--amoant
of-—any--tean--and--may--concract-for-and-receive-charges-at
rates-not-in-excess-of-5iP-per-year-per-5iff-on-that-part-of
the-principal-amount-of~any-toan-exceeding--$17988--but-~not
exceeding-57+5680+

t334{2) Charges in (1) and-{2} shall be computed at the
applicable rates on the full, original principal amount cf
the lean frcm 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 bhe
added to the wprincipal of the lgan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fraction of & month, a day shall be considered
one-thirtieth of a month.

t4)--On--ltoana-ef-398-ar-iess-a-itcensse-may-charge:—-in
tien-of-chargea-specified-in-{1}-of-—+his-~sectton;-—-nokt——+tn

excess-—of--ji-for-each-55-af-cash-cr-acedic-ndvanced-to-the
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berrower-up-to-the-amount-of-598 -A-pertod-af-——at--temse--315
days--must--be--siltowed-for-the-repayment-of-sach-35-cash-or
credit-advanced:-Such-charges--cannot--be--assessed--by--any
subterfuge--or-device-an-any-loan-over-536-er-oen-any-batance
af-$90-or-ieas-when-the-originai-iean-was-greater—-than—-596+

£5%(3) (a) When any loan contract, new locan, renewal,
or otherwise for a peried of not more than 61 months is paid
in full by cash 1 month or more befere 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 tatal charqes originally contracted for as
the sum of the consecutive monthly balances of the contract
scheduled to follow the date cf 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.

(by When any loan c¢ontract, new loan, renewal, or
otherwise for a period of mere than 61 months is paid in
full by cash 1 month or more before the final installiment
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
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contract as originally scheduled or, if deferred, as
deferred, following the date of prepayment, For this purpose
the applicable charge is the charge which wauld have been
earned for that contract if charges had not been
precomputed, by applying to the unpaid pPrincipal balance, by
the actuarial method, the annual percentage rate disclosed
pursuant to federal law, based on the assumption that alil
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,

t6¥(4) 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
saild amount may be charged once and no more.

t#+{5) (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
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 tc third parties, including:

(1) fEees or premiums for title examination, title

insurance, or similar purposes, including survey:

-6~ SB 450
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(ii) fees for preparaticon 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.

t8+{6) 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. All balances
due to a licensee from any person as a borrower or as an
éndorser, guarantor, or surety for any borrower or otherwise
or due from any husband or wife, jointly or severally, shall
be considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
charges. If any amount in excess of the charges permitted by
this chapter is charged, coatracted 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
recelve any charges,

(7) SUBSECTIONS (2), (3), AND (&) OF THIS SECTION

APPLY ONLY TO LOANS ON WHICH CHARGES ARE MADE ON AN AaDD-ON

-7= SB 450

10
11
12
13
14

15

17
18
L3
20
21
22
23
24

25

SB 0450/02

BASIS AND DO NOT APPLY TO LOANS ON WHICH CHARGES ARE MADE ON

AN INTEREST-BEARING BASIS.

t9¥--en~-any-ivan-of-money-exceeding-$7;588-in-principat
amounty--a--ticensee--may--not--make--charges-as-provided-in
subsectiona—{i}-and-{2}-but-shaii-make-charges-in-aceordance
with-the-provisions-af-this--subsection--through--subsesstion
ti2%s
ti8y-6n-any-isan-sf-money-excceding-537588-in-prinecipat
amsanty——a--licensea—-may--contract-and-recerve-chargas-at-a
rate-not-in-excess-of-24-per-month-on-the--principat--amount
as-foliowss
tat--€harges--shail--be--computed-on-unpaid-balancas-of
the~principai-amount-cutstanding-from-time-co-time--for--cha
actuat--time--outstanding:---Each~-payment--shati-be-appiied
firast-to--aceumuiated--charges--and--the--remainder-—~of-—eche
payment-appiied-to-the-unpaid-principai-batancey;-except-that
tf-~ehe--amount--cf--the--payment-is-insufficient-to-pay-the
acenmulatad-charges;~unpaid-chargea-continue--to--ascumniate
to--be-patd-from-the-proceeds-of-aubseguent-payments-and-are
not-added-tao-the-principat-baisnce:
{b}--Eharges-made-under--thia--subseceion--may-—-—nee-~-hbe
payabie-itn-advance-or-compounded:-lowaverr~tf-pare-or-ati~of
the--consideration--for--a--new--isan-contract-ia-the-unpakd
principat-batence-of-a--prisr--ioany--the--principat--ameuns

payabte--nrder-sach-new-ioan-contracti-may-iactude-any-unpatd
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»

charges-which-have-acerneds-Fhe-resptting-toan-contract-is-a
new-and-separate-ioan--transaceion--for-—-atit--purposes:-—-Fhe
principai-baltance-of-a-prior-loan-en-which-charges-have-been
made-—pursuant-to-subsections-tiy-and-{2y-is-the-batance-dua
afeer-refund~or-credit-is-given-te-the-borrower-pursuant--te
sghsection-{5}+

t11}-Por--purposes—-of-computing-charges-far-a-fraceinn
ef-a-monthy—-a-day-is-conaidered-one-thirtieth-of-a-month-

+12y-Fhe-provisions-cf-subsectiona-¢5y-and-+6+—--do-—not
appiy-to-lcans-made~under-subsections-t9y-through-tits

t13)-Fhe--amounts--of--§90+7-55887-5170067-2and-53:500-in
subsections-tiyr—t2¥7-{4}7-t3}7-—and--{10}--are--subject——te
change--pursuant-to-the-previsicns-of-32-5-104-on-adjustment
of-detlar-amouness"

Section 4. Section 32-5-303, MCA, is amended to read:

"32-5-303. Borrower to receive copy of contract or
statement of contents. At the time the lcan is made, there
will be delivered to the borrower, or if there be two or
more borrowers ta one of them, the disclosures required by
the FPederal Consumer Credit Protection Act, a copy of the
loan contract, o©of a written statement in the English
language showing in clear and distinct terms:

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

(2) the date of the loan contracet;
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(3) the schedule of installiments or description
thereof;

(4) the principal amount of the loan excluding
charges;

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

(6) the amount collected or paid out for each kind of
insurance, if any;

{7) the amount collected or paid cut For filing and
other fees as allowed in 32-5-301¢7%(5);

{8) the collateral or security for the loan including
all other accommodation or other joint makers {comakers);

(9} that the borrower may prepay the loan in whole or
in part at any time during a licensee's regular business
hours and, in case the charges have been added to the
principal of the loan, that such charges are subject to the
refund requirements of 32-5-30145%(3) if such loan is
prepaid in full."

Section 5. 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 t5¥(3) of 32-5-1301
as of the scheduled due date of the Ffirst deferred

installment and the refund which would be required for

-10- SB 450
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prepayment in full as of 1 month prior to such date. A
proportionate charge may be made for deferraiﬁ 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 deferral period the licensee
shall make or credit to the borrower a pre rata cefund of
the unearned deferral charge in addition toe any refund or
credit made pursuant to subsection ¢53(3) of 32-5-301."
Section 6, Secticn 32-5-501, MCA, is amended to read:
"32-5-501. Open-end 1lcans. (1) A helder of a
supplementary license may make open-end loans and may
contract for and receive charges at-a-rate-not-in-excess—-of

the--rate-—set--forth—--in--32-5-301¢36¥, as allowed under

31-1-112, 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 prinecipal 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+%+(5)."

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

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

of subsections ¢53¥(3) and +6¥{4) of 32-5-301 and the

-1l1l- 5B 456
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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 pravisions of this act.

NEW SECTION. Section 9. Saving clause. This act does
not atfect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before the
effective date of this act.

-End-

-12- SB 450
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SENATE BILL NO, 450
INTRODUCED BY CHRISTIAENS, NORMAN,

STEPHENS, THAYER, FULLER

A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING CONSUMER LOAN
LICENSEES IN THE DEFINITION OF "REGULATED LENDER"; EXEMPTING
CONSUMER LOAN LICENSEES FROM USURY LIMITS; AMENDING SECTICONS

3t-1-111, 32-5-1G3, 32-5-301, 32-5-1303, 32-5-322, 32-5-501,

AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE.STATE OF MONTANA:
Section 1. Section 31-1-111], MCA, is amended to read:
"31~1-111. Definition of regulated 1lender. The term

"regulated lenders" as used in 31-1-112 means:

(1) a bank, building and loan association, savings and
lean association, trust company, credit wunion, ecredit
licensee, development

association, consumer loan

corporation, or bank holding company organized pursuant to
state or federal statutory authority and subject to
supervision, control, or requlation by:

{a) an agency of the state of Montana; or

{b) an agency of the federal government;

(2) a subsidiary of an entity described in subsection
(1):

{3) a Montana state agency or a federal agency that is
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authorized to lend money;

(4) a corporation or other entity established by
congress or the state of Montana that is owned, in whole or
in part, by the United States or the state of Montana aﬁd
that is authorized to lend money."

Section 2. Section 32-5-101, MCA, is amended to read:

"32-5-103. Engaging in business of making loans
restricted. (1) No perscn shall engage in the business of
making loans ot advances of money on credit in any amount
and contract for, charge, or receive directly or indirectly
on or in connection with any such 1loan or advance any
charges, whether for interest, compensation, consideration,
or expense, which-in-the-agqregate-are--greater--than--those
provided---by---3%-1-38Ft1}5 except as provided in and
authorized by this chapter. Except as provided in subsection
{2), a person doing business under the authority of this
state or the United States relating to banks, trust
companies, savings or building and loan associations, credit
unions, or a person engaged in business as a licensed
pawnbroker or any persen who shall extend credit in
connection with the sale of a commodity shall not become a
licensee under this chapter nor.shall any of the provisions
of this chapter apply to any such exempted person.

(2} A licensee may sell its business and assets to a

bank, building and loan association, savings and loan

THIRD READING
-2- SB 450
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association, trust company, credit union, credit
association, develeopment credit corporation, or bank holding
company organized pursuant to state or federal statﬁtory
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 leans and all other

contracts entered into by the licensee pursuant to the’

provisions of this chapter that are 50ld 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 viclates
subsection (1) of this section shall be void, and the lender
shall have no right to collect, receive, or retain any
principal, interest, or charges whatsocever,"

Section 3. Section 32-5-301, MCA, is amended to read:

w32-5-301. Charges, - refunds, penalties, filing fees.

(1) Every licensee or holder of a supplementary license

hereunder - may contract for and receive on any loan of money
not—gxeeéding-5&7BBB;in—prineipei-anountf

tat--charges-ak-rates-not-in-excess-of-520-per-year-per

slee—nn-thaé—part-oE-the~pf&nefpei—ameunt~of-—the——ieaﬁ——net
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encending-55667
fbf——siﬁ——per—fyeér——per—-$iee——en-—ehae--paft-~a£-—the
préneipai——amaunt~mcf—-bhe——ioan~*exeeeding——$599-—bn€-——not

axceading---43170080 interest charges as provided under

31-1-112.

t23--Fhe-holtder-of-a-suppitementary-iicense-may-coneraet
for-and-recetve-charges-at-rates-authorized-for-iicensees-in
subseceion-tit-for-ehe-£fipst-$i7688-cf-the-principal-—-amsune
ef-—any——toan—-and--may-—-concract-for-and-receive-charges-nt
rates-not—in-exces:—of-Sii—pet-year—per—$&39—on—that—pagt-of
the-principal-amonnt-of-any-tcan-exceeding--57868--but--nes
excereding-5775686<

$3¥(2) Charges irn (1) and-{2+ shall be computed at the
applicable rates on the full, originai principal amoynt of
the lecan from the date of the loan to tﬁe 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 locan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fraction of a menth, a day shall be considered
one~thirtieth of a month.

{t43--6n--toana-cf-590-or-tess-a-licensce-may-charge;-itn
iieawoéucharges—speciiied—in—fi}vbi-wehis-—segtionr——soe—-fn

exeess——af—-Si-fef‘each—55—aE~eaah—ef—eredih—adwaaeed-eo-che
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berrower-up-to-the-amoune-of-590--A-pariod-of--ae--tease——i5
dnys-—must——be——&iicwed-Ear-the—repeymene-of—each—ss—cash—er
eredit-advanceds-Such-charges——cannot—-be--assessed--by--any
aubterfuge--~or-device-on-any-loan-over-5$%6-cr-on-any-batance
0f-590-or-tess-when-the-originai-ican-was-greater—than--598+

£53(3) (a) When any loan contract, new loan, renewal,
or otherwise for a period of not more than 61 months is paid
in Eull 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.

(b) When any loan 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 1s due the borrower

that is applicable to all fully unexpired months in che
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contract as originally scheduled or, if deferred, as
deferred, following the date of prepayment. For this purpose
the applicable charge 1is the éharge which would have been
earned for that contract |if chqrges had not been
precomputed, by applying to the unpaia principal balance, by
the actuarial method, the annual percentage rate disclosed
pursuant to federal law, based on the assumption that al1l
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.

t6¥(4) 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 noc more.

€#3{(5) (a) The licensee may include in the principal
amount of any loan the actual fees paid a public official or
agency of the state Eor filing, recording, or releasing any
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:

(1) fees or premiums for ctitle examination, title

insurance, or similar purposes, including survey:
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(ii) fees for preparation of a deed, settlement
statement, or other documents:

(iii) fees for notarizing deeds and other documehts;

(iv) appraisal fees;

{v) fees for credit reports; and

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

t8¥(6) 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. All balances
due to a licensee from any person as a borrower or as an
éndorser, guarantor, or surety For any borrower or otherwise

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

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

such person for the purpose of computing interest or
chargés. If any amount in excess of the charges permitted by
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.

{7) SUBSECTIONS (2), (3), AND (6) OF THIS SECTION

APPLY ONLY TO LOANS ON WHICH CHARGES ARE MADE ON AN ADD-ON
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BASTS AND DO NOT APELY TO LOANS ON WHICH CHARGES ARE MADE ON

AN INTEREST-BEARING BASIS.

fQ}—~9ﬂ—any-ican—afumoney-e:ceeding—$?7599—in—gréﬂcipai
amount7--a——iieensee——msy-—not--make—-cherges-aa*previded-iﬁ
suhaections-fiy-and-{t2}-but-shaiti-make-chargea-in-acescrdance
with-the-provisions-of-this--subsection-—throungh--subsectcion
tX2¥<

f191-en~any—tann—of—méney-exeeeding-s?Tseeﬂin—prineipai
amounty--a~-ticenasee--may--contract-and-receive-charges-at-a
rate-not-in-excess-of-2i-per-month-an-cthe--principat--amount
as-foitows: ‘

ta?—‘Eharges——5haii+-he—veemputed-en—nnpaid~baiances;oé
the-prineipat-amount-outstanding-frem-time-to-cime—-£for-—che
actunt--time-—sutstanding---—Each--payment--shati-be-appiied
fipar-re——aesumutated-~charges-—and--che-~cemainder—~of--the
payment-appited-te-the-unpaid-prineipat-batancer-except-that
tf-—ehe--ameune~-of--the--payment-its-inauffietent-to-pay-the
accnmuiated-ehargea7-nnpaid—chazgea—eentinue-—ta—-acéumu}aee
bo——bé—paid—Eram-ehe—praeeeds—of—:ub:equent—payqenta—and—are
not-added—ep-the-principai-baiance:

tbi--eharges-made-under——this--subasecion--may--not——he

‘payable-in-advance-or-compoundedr-Howaverr-:f-part-or-att-of

‘the--consideration—-for--a--new--toan-contract-is~che—unpaid

prinefpaiwbaiance—af—a-—prier--ioan7—-the—vprincipai——agaunt

paysblia--under-sueh-nrew-laan-contract~may-incinde-any-unpatd

~8= 5B 450
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enacges-which-have-accrued--Fhea-resulting-toan-contract—ts-a

new-and-separate-ioan-—transaction--for--aii--purposes:--Fhe
princtpat-batance-of-a-prisor-lsan-en-which-charges-have-been
made--pursvant-to-subsections-{tiy-and-{2y-ts-the-batance-due
aftar-refund-ose-credit-is-given-to-the-berrower-pursuant--te

subsection-+5++

t31+-For--purposes--—ef-computing-charges-for-a-fraction

af-a-monthy-a-day-is-considered-one-ehireteeh-of-a-months

+32}-Fhe-proevistons-of-subsectiona-{+5y-and-+63-~do--nat
appiy-to-ltoans-made-under-subsections-+95y-through-¢1iy=

£337-Fhe-—amounts--of--5907-55007-51y8887-and-57;508-in
subsesctions—+ti37—t27-¢t4¥r-t9¥7-—and--{9}--are--subject—-te
change—-—-pursuant-to-the-provistens-of-32-5-184-on-adjustment
af-dottar-amountss”

Section 4. Section 32-5-303, MCA, is amended tc read:

"32-5-303. Borrower to receive copy aof contract or
statement of contents. At the time the loan'is made, there
will be delivered to the borrower, or if there be two or
more borrowers to one of them, the disclosures required by
the FPederal Consumer Credit Protection Act, a copy of the
loan contract, or a written statement in the English
language showing in clear and distinct terms:

(1) the name and address of the lender and of one of
~he borrowers or a maker of the loan:

{2) the date of the loan contract;
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{3) the schedule of installments or description

" thereof:

(4) the principal amount of the 1loan excluding
charges:

{5) the rate or amount of charges as the caontract may
provide;

(6) the amount collected or paid out Eor each kind of
insurance, if any;

(7) the amount collected or paid out for filing and
other fees as allowed in 32-5-3D14%¥(5);

(B) the collateral or security for the loan including
all other accommodation or other joint makers (comakers);

(9) that the borrower may prepay the lecan in whole or
in part at any time during a licensee’'s regular business
hours and, in case the charges have been added to ghe
principal of the loan, that such charges are subject to the
refund requirements of 32'5‘301f57L§l if such loan is
prepaid in full."

Section 5. 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
for prepayment in full under subsection t5¥(3) of 32-5-301
as of the scheduled due date of the Ffirst deferred

installment and the refund which would be required for

~10- SB 450
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prepayment in full as of 1 month prier 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 additien to any refund or
credit made pursuant to subsection ¢§}3(3) of 32-5-301."
Section 6. Section 32-5-501, MCA, is amended to read:
"32-5-501l., Open-end loans. (1) A holder of a
supplementary license may make open-end loans and may
contract for and receive charges at-s-rate-not-in-axcess~—-of

the--rate--set--forth--tn--32-5-383¢10%, as allowed under

31~1-112, on unpald balances cutstanding from time to time
for the actual time cutstanding.

'(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 wunpaid principal balance
may include the fees paid to third parties as authorized by
32-5-504 and by 32-5-301¢3}(5)."

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

"312-5=-506. Provisions not applicable. The provisions

of  subsections +53(3) and +63(4) of 32-5-301 and the

-1L- SB 450
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provisions of 32-5-304 do not apply to open-end loans.”

NEW SECTION. Section 8. Extension of authority. Any
existing authcrity of the department o©of commerce to make
rules on the subject of the provisions of this act is-
extended to the provisions of this act.

NEW SECTION. Section 9. Saving clause. This act does
not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before the

effective date of this act.

-End-

—iZ- SB 350
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SENATE BILL NO. 450
INTRODUCED BY CHRISTIAENS, NORMAN,
STEPHENS, THAYER, PULLER

A BILL FOR AN ACT ENTITLED: "AN ACT INCLUDING CONSUMER LOAN
LICENSEES IN THE DEFINITION OF "REGULATED LENDER":; EXEMPTING
CONSUMER LOAN LICENSEES FROM USURY LIMITS; AMENDING SECTIONS
31-1-111, 32-5-103, 32-5-301, 32-5-303, 32-%-322, 32-5-501,

AND 32-5-506, MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 31-1-111, MCA, is amended to read:
*31-1-111. Definition of requlated 1lender. The term

“regulated lenders” as used in 31-1-112 means:

{1) a bank, building and loan association, savings and
loan association, trust company, <credit wunion, credit
consumer loan licensee,

association, development

corporation, or bank holding company organized pursuant to
state or federal statutory authority and subject to
supervision, contrel, or regulation by:

{a) an agency of the state of Montana; or

{b) an agency of the federal government;

(2) a subsidiary of an entity described in subsecrtion
(1}

1{3) a Montana state agency or a federal agency that is
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authorized to lend money;

{4) a corporation or other entity established by
congress or the state of Montana that is owned, in whole or
in part, by the United States or the state of Montana and
that is authorized to lend money,"

Section 2. Secticon 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 ot 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-ars--greater—-than--those
provided-—--by---33-1-187¢145 except as provided in and
authorized by this chapter. Except as provided in subsection
(2), a person doing business under the authority of this
state or the United States relating to banks, t:uét
companies, savings or building and loan associations, credit
unions, or a person engaged in business as a licensed
pawnbroker or any persoen whe shall extend credit in
connection with the sale of a commodity shall not become a
licensee wunder 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 +o a

bank, building and loan association, savings and loan

-2- 5B 450
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asgsociation, 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, econtrol, 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 eorganization continue to be governed by the
provisions of this chapter.

{3y 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 loan in the making or collection
of which any act shall have been done which violates
subsection (1) of this section shall be wvoid, and the lender
shall have no right to collect, receive, or retain any
principal, interest, or charges whatsocever."

Section 3. Section 32-5-1301, MCA, is amended to read:

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

(1) Every licensee or holder of a supplementary license

hereunder may contract for and receive on any loan of money
not-exceeding-<€+7000-itn-principai-amounc:
tajy-~charges-ae-racea-nat-tn-exceas-of-$20-pes-year-par

5:89-sn-that-part—of-the-principar-amenne-af--the--itoan--not

-3- SB 450
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exceeding-S568+
tby--§16--per--year--per--9188--on--that--part--of--the
prfncépat——ameune—-oé--ehe-—ican~-exceedtng—-ssee-—bnb-—*net

exceeding-—-—-5170468 interest charges as provided under

31-1-112.

+2)-~Fhe-hotder-of-p-suppitementary-ticense-may-contraet
fop-and-receive-charges-ac-rates-acthorized-£for-ticensees-in
subsection-tt}-for-the-first-5i;000-0f-the-princtpati--amount
of--any--itoan--and--may--contract-for-and-receive-charges-at
pates-not-in-excess-of-512-per-year-per-5iga-en-thae-part-of
the-principat-amounc-of-any-itean-exeeeding--517868--bnt--not
exceeding-§77560~

£33(2) Charges in (1) end~{2% shall be computec 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. 3Said charges shall be
added to the principal of the loan and shall not be
discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fraction of a month, a day shall be considered
ane-thirtieth of a month.

t4}--6n--toans-of-998-ar-teas-a-ticensee-may-charges-in
tieu-of-charges-specified-in-{i)}-of--thia--section;--nec——in

excesy-~-of~-G1-fer-eash-95-0f-cash-or-credie-advancad-to-che

-4~ sB 450
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borrower-up-to-the-ameunt-cf-598s-A-pariod-of--at--teast--15
days--must--be--ailowed-for-the-repayment-cf-each-55-cash-or
credit-advanced:-Such~charges--cannot--be--aasassed--by--any
asubkarfuge--ar-device-on-any—-isan-over-598-er-on-any-baranse
of-598-or~tess-when-the-orrginat-toan-was-greater—than--596+

¢5¥(3) (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 ofv 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
ariginally contracted for.

(b) When any loan c¢ontract, 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 cradit the borrower with
that portion of the total charges that is due the borrower

i i i full i 5 in th
trnat is applicable to all fully unexpired months in e
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contract as originally scheduled or, if deferred, as
deferred, following the date of prepayment. For this purpose
the applicable charge 1is the charge which would have been
earned for that contract if charges had not been
ptecomputed, 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.

t6%(4) 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 noc more.

t#7(5) (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
instrument securing the loan.

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

(i} fees or premiums for cti:le examination, +irle

insurance, or similar purposes, including survey;

-6- SB 150
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{ii) fees for preparation of a deed, settlement
statement, or other documents;

(iii)} fees for notarizing deeds and other documents;

(iv}) appraisal fees;

(v) [Eees for credit reports: and

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

£8)(6) No further or other charges shall be directly
or indirectly contracted for or received by any licensee
except those specifically authorized by this chapter. Ng
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. All balances
due to a licensee from any person as a borrower or as an
endorser, guarantor, or surety for any borrower or otherwise
or due from any husband or wife, jointly or severally, shall
be considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
charges. If any amount in excess of the charges permitted by
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.

{(7) SUBSECTIONS (2}, (3), AND (6) OF THIS SECTION

APPLY ONLY TO LOANS ON WHICH CHARGES ARE MADE ON AN ADD-ON

-7- SB 450

10
11
12
13
14
15
16
17
i8
19
20
21
22
23
24

25

SB 0450/02

BASIS AND DO NOT APPLY TO _LOANS ON WHICH CHARGES ARE MADE ON

AN INTEREST-BEARING BASIS.

t3}--On-any-tsan-of -money-exeeedrng-57;560-tn-principat
amounty--a--licensee--pay--not--make--charges-as-provided—in
subsectiona-{i}-and-{2y-but-shaii-make-charges-in-aceordance
with-the-provistons-of-this--sebsection--through--subsectieon
fi?}r
fiei—gn-any—iean-ef—money-exeeeding—5¥7596~in-pfincipa}
amounty--a-—-licensee-—-may--econtract-and-receive-charges-at-a
rate-not-in-excess-of-24-per-month-on-the--principat--amouns
as-fellaws-
tay--Eharges—--shati~--be--comprted-on-unpaid-bataneces-of
the-prineipat-amount-ountaeanding-from-tcime-te-time--for-—the
actuai--time-—-outatandingv---Each--payment--shaii-be-apptied
first-eo--aceumulaced-—charges—-and--the--rematndec--of—-the
peyment-apptied-to-the-unpeaid-principai-batancer-exeept-that
tf-~the--ameunt--of--the--payment-is-inscfficient-to-pay-the
seccumutated-charges; —unpaid-charges-continne-—po——-ascumuiate
to--be-patd-from-the-preceeds—of-subasequent-paymenta-and-are
not-added-+o-the-principai-batance:
tby--€harges-made-under-—this-—-subsection--may—-noet—-be
payabie-in-advance-or-compounded--Howaver;-if-pare-or-aiti-of
the~~consideratisn--for--a--new--isan-contract-rs-che-unpaid
principat-batance-of-a--prior--ieany--che--principat~--ameune

payapie--under—sach-new-tean-coneract-may-inctode-any-unpatd

~8- 5B 450
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charges—-which-have-secrued:-Fhe-resulting-tean-contract-ia-ga
new-and-separate-toan--transactien--for--aii--purposes;--Fhe
prineipai-batanee-of-a-prisr-toan-en-which-charges-have-been
made--pursunant-to-anpaections-tiy-and-t2y-+a-the-batance-due
afeer-refund-or-credit-in-given—to-the-borrewer—puranane——ea
subsection-{597

ttty-Per--purposes--of-computing-chargea-for-a-fraeeion
ef-a-monthy-a-day~ia-ronsidered-sne-thirtieth-of-a-months

+12}-The-pravisions-of-subsectiona-{5y-and-{t6}--do--not
appiy-to-ioana-made-under-subsectiona-t9+-through~tty:

+¥3y-Phe--ameunts-—-cf--$30;-5586;-5170007-and~-$3 7580 -+n
subsectiona-+iy7-¢247-t437-13F7--and--{28y--are--subiect—-teo
ehange--purspane-to-the-provistons-af-32-5-164-cn-adjusement
af-deotiar-amountss"

Section 4, Section 32-5-303, MCA, is amended to read:

"32-5-303. Borrower to receive copy of contract or
statement of contents. At the time the locan is made, there
will be delivered to the borrower, or if there be twoc or
more borrowers to one of them, the disciosures required by
the Federal <Consumer <{redit Protection Act, a copy of the
loan contract, or a written statement in the English
language showing in clear and distinct terms:

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

(2) the date of the .can contracet:

—9- SB 450
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(3) the schedule of instailments or description

thereof;

(4) tﬁe principal amount of the loan excluding
charges;

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

(6} the amount collected or paid out for each kind of
insurance, if any;

(7) the amount collected or paid out for filing and
other fees as allowed in 32—5-301f?i£§i:

(8) the collateral or security for the loan including
all other accommodation or other joint makers {comakers);

{9} that the borrower may prepay the lean in whole or
in part at any time during a licensee's regular business
hours and, in case the charges have been added to . the
principal of the loan, that such charges are subject to the
refund requirements of 32-5-301¢5%(3) if such loan is
prepaid in full."

Section 5. 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 t3¥(3) of 32-5-301
as of the scheduled due date of the first deferred

installment and the refund wnich would be regu.red for

-10- 5B 450
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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 cn the last day of the deferral pericd. 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 subsection $5%{3) of 32-5-30L."
Section 6. 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
contract for and receive charges at-a-rate-not-in-excess--af

che--race--see--forth--tn--32-5-36+t28¥, as allowed under

31-1-112, on unpaid balances cutstanding 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 32-5-301¢#4(5)."

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

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

of subsections {5¥(3) and +{63(4) of 32-5-301 and the

-11- 5B 450
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provisions of 32-5-304 do not apply to cpen-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 this act.

NEW SECTION. Section 9. Saving clause. This act does
not affect rights and duties that matured, penalties that
were incurred, or proceedings that were begun before the
effective date of this act.

-End~-

=12- SB 450



