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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, 32-5-322, 32-5-501, 

AND 32-5-506, MCA." 

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

Section 1. Section 31-l-111, MCA, is amended to read: 

"31-1-111. Definition of regulated lender. The term 

''regulated lenders'' as used in 31-l-112 means: 

(1) a bank, building and loan association, savings and 

loan association, trust company, credit union, credit 

association, consumer loan licensee, development 

corporation, or bank holding company organized pursuant to 

state or federal statutory authority 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 

I 1 I; 

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

authorized co lend money; 

~"" "'"'"''~' Coun"' 

1 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

1~ 

20 

21 

22 

23 

24 

25 

LC 1904/01 

(4) a corporation or other entity established by 

congress or the state of Montana Lhat is owned, in whole or 

in part, by the United States or the state of Montana and 

that is authorized to lend moneyw" 

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, 

or expense, wh±eh-±n-the-a99regate-~~e--9re~te~--than--tho~e 

~rov±ded---by---3i-i-i67tit7 except as provided in and 

authorized by this chapter. Except as provided in subsection 

(2), a person doing business undet the authority of this 

state or the United States relating to banks, trust 

companies, savings or building and loan associations, credit 

unions, or a person engaged in business as a licensed 

pawnbroker or any person who Shall extend credit ln 

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 

association, trust company, credit union, credit 
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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 1 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 Ue 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 whatsoev~r. 

(4) Any contract of loaO 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." 

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 supplementary license 

hereunder may contract for and rP-ceive on any loan of money 

ftot-exeeed±n9-S±,aee-±n-pr±ne±pai-amoun~~ 

tat--e~er9e~-at-rate~-not-tn-exee33-of-$~9-~e~-year-per 

$%96-on-that-~ert-o£-the-pr±neipai-amo~n~-o£--tMe--ioan--not 

exeeeding-ssea7 
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tbt--~i6--per--ye~r--per--$i~9--~~--t~a~--par~--o~--tne 

prineipai-~-amotl~~--ef--tne--toan--e~cee~tn9--S599--bttt---nbt 

eneeed±n9---s±,aee ~ere~~- charges as~~~:nd~ 

31-1-112. 

tit--~he-hoider-of-a-~~pp~eme"tary-±±~e~~e-may-~on~reet 

for-6nd-reee~ve-eharge~-Bt-~ae@~-6tlt~or±~ed-for-!~~en~ee~-i" 

!!tlb~ee~±on-t±t-£or-the-fir~t-$i--,-999-of-the-pr±ne±pa±--amount: 

of--any--ioan--end--may--eont~ae~-~~r-end-reeei~e-ehor~e~-at 

rate~-"ot-±n-exee~s-o£-s:rr-per-yea~-per-$193-en-th~t-part-of 

the-prine±par-e~ottnt-or-e"y-±oa~-exceed±ng--$iy999--bttt--not 

exeeed±ng-$~ 7 sae, 

t3till Charges in ( 1) ~"d-t~t shall be computed ao 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. Saicl 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 Gi computing cnar.~es 

for a fraction of a month, a day shalJ be considered 

one-thirtieth of a ~onth. 

t 4 t--en--loans -of~-~99-o~- 1:~~3-a -± :t~e M!!ee-may-eh~rgl"!- 7 -1- n 

±i-ett-of- c!',ts-r·ge~--speei£ ied--in.-t l:t-o:E- -t-1"1±~--~ee-t ion-,--r'lot:--~r'l 

e~ee~~--of--$t-for-eaeh-$5-o£-ea~h-o~-eredi~-advaneed-te-the 

bor~ower-~p-te-the-amo~nt-o£-$967-A-p~r~oa-e£--a~--leeat--±5 
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day~--m~~t--be--~llo"ed-Eor-tn~-~epaymen~-of-eaeh-SS-ea~h-or 

e~ed~t-advaneed~-Stteh-eh~~~e~--eannot--be--a~~e~~e~--by--a"y 

~ttbterE~~e--o~-deviee-on-any-Xoa~-oYer-~99-o~-on-any-baianee 

o£-~99-or-ie~s-when-the-eri9±~ai-ioan-was-9reater-than--~98T 

t5tlll (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. 

(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 1s 

contract 

applicable to 

as originally 

all fully unexpired months in the 

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 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. 

t67L!l 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. 

tTtl!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 

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 prem1ums for title examination, title 

insurance, or similar purposes, 1ncluding survey; 

(ii) fees for preparation of a deed, settlement 

~6~ 
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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 

tOt~ 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] 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 cltarges 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. 

t9t--e"-8fty-%oaft-o~-moftey-~xe~~di~q-$~,59B-i~-prifteipa~ 

amottnt 7--a--±~een~ee--a~y--n~t--ma~e--eharge~-a~--prov~d~e-in 

~~b~ectien~-t%t-~ftd-t~t-b~~-~ha~i-ma~e-eh3~ges--in-aeee~da~~e 
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w±~h-the-pro~isions-o£-thi~--~~b~ee~ion--throo9h--~~bseet~OM 

tt<t~ 

t±et-a"-any-±oen-o£-money-ex~eedinq-s~,sse-~n-pr±neipa± 

amotlnt,--e--lieen~ee--may--eontraet-a"d-~e~eive-e~arge~-ae-a 

rate-not-i~-exee~~-o£-r%-per-menth-on-the--prine±pat--~mo~nt 

8s-~ollow~~ 

tat--€h8~9es--shali--be--~ompated-o~-anpcid·-balanees-o£ 

the-prineip8l-amo~n~-otttstand±ng-f~om-t~me-to-t±me--£or--~he 

aetaar--time--oatstar.dtnq~---Eaeh--payment--~hail-be-appl±ed 

£±r~t-to--aeettmalateci--char9e~--and--~he--rema±nder--oE--the 

p~yment-appi±ed-to-the-ttnpaid-prinetpa!-eaia~~e,-exeept-that 

if--the--amoant--o£--the--payment-is-insu~~tetent-to-pay-the 

a~etl~tllated-eharge~,-anpo±d-ehar9e~-eontincte--to--aeett~ttlate 

to--be-peid-from-the-proceed~-o£-~ttbseqaene-payments-end-are 

not-8dded-to-the-prinetpe±-baionee~ 

tbt--€harqe~-made-tinder--thi~--~ab~eet±on--may--not-··be 

pay8ble-in-~d~anee-or-~ompottnderi~-However,-±£-part-or-a±l-of 

~he--eon~±derat±on--for--a--n~w--tean-ee~~~aet-~~-the-tlnpe±d 

pr±ne±pat-b~±~"ee-o£-a--prior--±oan,--~he-·-prinei~e±--amo~nt 

payab±e--tl~der-~tleh-new-~oan-eoneraet-may-~neiade-any-tln~atd 

e~arges-whieh-hav~-aeertted~-~he-r~stllt±ft~-loan-eontreet-i~-a 

n~w-and-separate-+oan--tr~n~oetion--fo~·--a±l--?urpo~es~--Phe 

principa!-baiGnee-of-a-p~±or-to~n-on-whie~-eha~9~s-have-been 

made--pars~ant·-t~-~tlbseetions-tit-and-tit-±~-th~-balanee-dtle 

d£~er-r~ftlnd-or-eredit-±~-9i~~n-~e-~he-berrower-ptlrStlan~--to 
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~~:Sbsec::t±-on-tSt• 

t~it-Por--p~~po~~s--o£-eom~~~tn~-eharge~-fe~-~-£~~e~ion 

or-a-month,-e-rlay-i~-eonside~erl-one-th±~~ieth-o£-a-montho 

tiit-~fte-provis±one-o£-subseet±ons-t5t-and-t6t--do--not 

app%y-eo-%oan~-mede-~nder-~~bsec::tions-t9t-thrott9~-tY%t• 

tl3t-~he--amo~nts--of--$99,-$569,-~t,aaa7-and-$17566-in 

subseeeio~s-tit,-tit7-t4tT-t9tt--~nd--tl8t--are--~ttbjeet--to 

c::han9e--pursua~t-to-the-pro~i~iene-or-3i-5-%94-on-ad;ustment 

o~-dol:l:ar-amottt'lteo 11 

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

''32-5-303. Borrower to receive copy of 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 Federal 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 

the borrowers or a maker of the loan; 

( 2) the date of the loan contract; 

{3) the schedule of installments or description 

thereof; 

(4) the principal amount of the loan excluding 

charges; 

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

_,_ 
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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 32-5-30lt1tl2l: 

(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 32-5-30lt5tlll if such loan is 

prepaid in full.'' 

Section 5. 

"32-5-322. 

Section 

Deferral 

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

charge rate. The deferral 

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

to the difference between the refund which would be required 

for prepayment in full under subsec~ion t5tlll 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 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 

-lO-



1 

2 

3 

4 

5 

6 

LC 1904/01 

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 t5till. of 32-5-301." 

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

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

7 supplementary license may make open-end loans and may 

a contract for and receive charges 8~-8-rate-not-in-exeese--ot 

9 the--rate--~et--£orth--±n--3~-5-39ifi9t, as allowed under 

10 31-1-112, on unpaid balances outstanding from time to time 

11 for the actual time outstanding. 

12 (2) A holder of a supplementary license may not 

13 compound charges by adding any unpaid charges authorized by 

14 this section to the unpaid principal balance of the 

15 borrower's account; however, the unpaid principal balance 

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

l7 32-5-504 and by 32-5-30lti'till·" 

18 

19 

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

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

20 of subsections t5tl!l and t6tl!l of 32-5-301 and the 

21 provisions of 32-5-304 do not apply to open-end loans~" 

22 NEW SECTION. Section 8. Extension of authority. Any 

23 existing authority of the department of commerce to make 

24 rules on the subject of the provisions of this act is 

25 extended to the provisions of this act. 

-11-
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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-
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SENATE BILL NO, 460 

APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

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 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 le Section 31-1-111, MCA, is amended to read: 

"31-1-111. Definition of regulated lender. The term 

"regulated lenders•• as used in 31-l-112 means: 

(1) a bank, building and loan association, savings and 

loan association, trust company, credit union, credit 

association, consumer loan licensee, development 

corporation, or bank holding company organized pursuant to 

state or federal statutory authority and 

supervision, control, or regulation by: 

subject to 

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

(b) a~ 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 

~ .. ,..,, ... ,,.. cc"""' 
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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 moneya 11 

Section 2. Section 32-5-103, MCA, is amended to read: 

1'32-5-103. Engaging in business of making loans 

restricted. (l} 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, whieh-ift-the-ag9re9ate-are--9rea~er--~han--~ao~e 

p~ovided---by---3i-i-i91tit, 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 person who shall extend credit in 

connection with the sale of a commodity shall not become a 

licensee under this chapter nor shall any of the provisions 

of this chapter apply to any such exempted person. 

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

bank, building and loan association, savings and loan 

SECOND READING 
-2- SB 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 

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 

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 supplementary license 

hereunder ~ay contract for and receive on any lodn of money 

ne~-exeeed±nq-Sl7&96-tft-~r±ne±pai-amo~nt~ 

tat--eharges-at-~ate~-not-±n-exc~~~-of-$29-per-y~ar-per 

$%99-on-thae-part-oE-the-pr~ne±pal-amotlnt-of--t~~--±oan--net 
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e~eeed~~9-$599; 

tbt--$%6--per--year--pe~--$%99--eM--~hat--part--er--the 

prtne±par--ame~nt--o£--the--ioan--exeeed~ng--SS99--bttt---ftet 

e xce~d. i nq---- $± r 9 9 9 interest charges as provided under 

31-l-112. 

tit--~he-heYOer-of-a-s~pp~emen~e~y-~±ee~~e-may-contraee 

£or-and-reee±~e-eharge~-at-rate~-autheri~ed-£er-i~eensees-in 

~ttbseee±on-t~t-£er-the-£irst-Sir999-ef-~he-prine~pai--amotlnt 

of--any--ioan--artd--mBy--eonera~t-for-and-reeei~e-eharges-at 

rates-not-±~-exeese-of-$±%-per-year-pe~-$%69-e~-~~at-part-of 

~he-principai-ametlnt-of-any-roan-exeeed~n9--~t,aea--but--not 

exeeeding-ST;599o 

t3ti£1 Charqes in (1) and-t~t shall be computed at the 

applicable ~ates on the full, original principal amount of 

the loan 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, 

added to the principal of the 

Said charges shall be 

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 

one-thirtieth of a month. 

t4t--9ft--ioan3-of-S98-or-ies~-e-%~ee"see-may-eharg~1 -tft 

i i ea:-of -cha rqe:! -sl'il!!t! ± f ± ed- :i: n- t 3: t -of--+: hi!t--~eet -ton·; --not--± n 

exeess--o£--$1-~er-eeeh-~5-of-ea~h-er-e~ed~t-advaneed-te-the 
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ber~ower-up-to-tae-amottnt-of-$96o-A-per±od-e£--et--lea~t--i5 

days--must--be--aiiowed-for-the-repayment-or-eaeh-$5-eash-or 

ered±t-advaneedo-S~eh-ehar~es--eannot--be--assessed--by--any 

s~bterfHqe--or-de•±ee-on-any-!oan-over-$99-or-on-any-baianee 

e£-$99-or-iess-when-the-or±gina~-ioan-was-qreater-than--$990 

tStlll (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 l 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 

schedul·ed to follow the date of prepayment bears to the sum 

of all the consecutive monthly balances of the contract, 

bath 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 l 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 
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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 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. 

t671_!l 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. 

tTtl2l (a) The licensee may include in the principal 

amownt 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 to third parties, including: 

(i) fees or premiums for title examination, title 

insurance, or similar purposes, including survey; 

-6- SB 450 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0450/02 

( i i) 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 

t8t~ 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, 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 ~ight to collect or 

receive any charges. 

( 7) SUBSECTIONS ( 2), ( 3), AND___J_§_)._Qf_'£HIS SECTION 

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

AN INTEREST-BEARING BASIS. 

t9t--9ft-a~y-%oen-o£-money-exeeed~~9-S~t599-±ft-pr±neipa! 

ame~fte,--a--~ieefteee--may--not--make--ehar~e~-a~-p~ovided-~n 

sttbseetion~-tlt-and-t~t-b~t-shai!-make-e~a~ge3-~n-aeeordanee 

with-the-provi~io~~-oE-this--s~bseet±e~--~hrodgh--s~bseetion 

tHto 

tiSt-eM-8ny-lo~ft-of-money-ex~eedift~-$~t598-±n-prineipe~ 

~mottnt,--a--li~eh~ee--may--eo~traet-nne-~eee±ve-eharge~~ae-~ 

~ate-no~-in-exe~s~-oE-i%-pe~-mon~h-on-t~~--prine~pe%--amettnt 

e~-£oliow:s~ 

tat--€harges--shall--be--eompttted-on-tlnpetd-beience~-of 

the-pr~nei:p4±-arl".otln~-ottt~tand±ns-£t'om-tiiT"Ie-t:o-t±me--£or-·-th~ 

eet~ai--time--ottt:5tand±ng~---Eaek--~~yment--~~aii-be-e~plied 

first-to--aeettmb~at~d--eharges--end--the--remain~e~--of--the 

payment-appi±ed-to-the-ttnpaid-pr±neipat-be!anee,-e~eept-that 

±£--ehe--amottft~--e£--the--pay.men~-i~-*n:sttfficient-to-pay-the 

eeettmttiated-ehar~e~y-ttnpaid-ena~9e~-eentintte--to--aeettmttiete 

to--be-psid-£rom-t~e-proeeeds-o£-~~6~eqttent-peyments-and-are 

not-added-to-t~e-pr±~e~pe~-balanee~ 

tbt-- Ehal"~~ :!t-m.ade-tfncii:er-·- th :i: ~-- Stib see-e :ion- -may--- not-- be 

pcyabie-:in-advanee-or-e:ompe'!jnded.-;--Howev~t"T-i-£-pe:rt-or-a~%-o£ 

t~e--eon~i-deration--eoP--4--new--ioan-eon~rae~-~s-the-ttn~a~d 

pr+ne+pe~-baf~nee-of-a--pr~or--ioan,--~"e--pr~neipa±--amoun~ 

reyabte--tt~der-s"dcrt-t"!_ew-:lecn-eorttraet-may-t:!'le~t:lde-arty-t:tnpa-t-1.'1 
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ekerqes-wh~eft-ftave-aeer~ed~-~he-res~r~±~~-roa~-eo~eraet-~s-a 

ftew-and-separa~e-ioan--eraftsae~fon--ror--eii--pttrposes.--~he 

pr±ne±~ei-ba%anee-of-a-prior-ioan-on-wh±ch-eharges-have-been 

~ade--pttrsttant-to-s~bseetions-tit-and-t~t-±s-the-baianee-dtte 

a£ter-refttnd-or-eredi~-is-q±ven-to-the-borrower-pttrsttant--to 

~~b~eeHoft-t5b 

tllt-Por--parposes--o£-eompttt±nq-eharges-£or-a-£raeeion 

o£-a-month,-a-day-±s-eons±dered-one-tkirtieth-o£-a-month. 

t±rt-~be-prov±sions-o£-sttbseet±ons-t5t-and-t6t--do--not 

appiy-to-ioans-made-ttnder-subseetions-t9t-throttqh-tl%to 

t~3t-~he--amo~ftts--of--$99,-$5997-$~,999,-eftd-$1,599-in 

subsec~%on~-t%t,-t~t,-t•t,-t9t7--end--tl9t--ere--~~bject--to 

ehenge--p~r~Hent-to-the-p~o¥~stone-of-3i-5-i94-on-~d;de~me~t 

o£-doiier-emOt3r'1:~~7 11 

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 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 Federal Consumer Credit Protection Act, a copy o_f 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 loan; 

(2) the date of the loan contract; 
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or 

SB 0450/02 

description 

( 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 out for filing and 

other fees as allowed in 32-5-30ltTt~; 

(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 32-5-30lt5ti11 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 1-month period may not exceed an amount equal 

to the difference between the refund which would be required 

for prepayment in full under subsection t5till of 32-S-301 

as of the scheduled due· date of the first deferred 

installment and the refund which would be required for 

-10- SB 450 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

SB 0450/02 

prepayment in full as of l 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 subsection t5t1ll of 32-5-301." 

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

"3 2-5-501. Open-end loans. ( 1) A holder of a 

12 supplementary license may make open-end loans and may 

13 contract for and receive charges ~t-a-rate-not-i~-exee~~--o£ 

14 the--ra~~--e~t--£er~h--i~--3~-5-39it%&t, as allowed under 

15 31-1-112, on unpaid balances outstanding from time to time 

16 for the actual time outstanding. 

17 (2) A holder of a supplementary license may not 

18 compound charges by adding any unpaid charges authorized by 

19 this section to the unpaid principal balance of the 

20 borrower's account: however, the unpaid principal balance 

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

22 32-5-504 and by 32-S-301ti't ill· .. 

23 

24 

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

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

25 of subsections t5tl1l and t6ti!l of 32-S-301 and the 
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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 provisions of this act. 

NEW_§.~~ Section 9. Saving clause. Tt1is a.ct does 

not affect rights and duties that matured, penalties that 

were incurred, or proceedings that were begun bef0ce the 

effective date of this act. 

-End-

-12- SB 450 
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SENATE BILL NO. 4fi0 

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 L!M!TS; 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 regulated lender. 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 union, credit 

association, consumer loan licensee, development 

corporation, or bank holding company organized pursuant to 

state or federal statutory authority 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 

~ .. ,....,.,,..co~ 
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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. Section 32-5-103, MCA, is amended to read: 

"32-5-103. Engaging in business of mak!ng loans 

restricted. {l) 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-tft@-eqgreg~ee-e~e--~reater--~han--~hose 

pre¥~ded---hy---3!-!-!91tit7 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 assoc!ations, credit 

unions, or a person engaged in business as a licensed 

pawnbroker or any person who shall extend credit in 

connection with the sale of a commodity shall not become a 

licensee under this chapter nor shall any of the provisions 

of this chapter apply to any such exempted person. 

12, A licensee may sell its business and assets to a 

bank, building and loan association, savinqs and loan 

THIRD READING 
-2- SB 450 
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association, trust company, credit union, credit 

association, development credit corporation, or bank holding 

company organized pursuant to sta-te or federal statutory 

authority and subject to supervision, control, or requlation 

by an agency of the state of Montana or an agency of the 

federal government. All contracts for loans and all other 

contracts entered into by the 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 oy any 

device, subterfuge, or pretense whatsoever. 

(4) Any contract of loan in the making qr collecti.on 

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. 14 

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

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

(1) Every licensee or holder of a supplementary license 

hereunder ~ay contract for and receive on any loan of money 

ne~-exeeedift4-$%7988-in-pP~ne~pai-amoa~~ 

tat--eftarges-s~-rat~s-ftet-i~-exee3s-of-$~9-pe~-year-pe~ 

$%99-en-tha~-par~-o£-the-p~ne~pe±-ame~nt-o£--the--Xoan--ne~ 
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exeeed±-n9-$569; 

tbt--$ i 6--per--., . .,., r- -per--$19 9--""--that--!'" r"-- e E --the 

pPi:f'll:e±pai--e:motznt--o£-- t:fte- -loan --e~eeed~l'l~--$599--bttt·--- not 

exeeeei~g---~±7999 interest charges as provided under 

31-1-112. 

tit--~fte-ao%der-of-a-s~pp%ementary-iie~ftse-may-eeft~raet 

fer-a"d-reee±ve-ehetrges-ett·-retes-at:lthorized-£or-:l±ee1'\sel!!s-±t't 

~ttbsee~±on-tit-ror-the-E±rst-~%,669-o£-the-prineipa%--smo~nt 

~f--any--%ean--and--may--eontreet-£er-snd-reeei¥e-eharg~s-et 

ra:t!es-"o~-i-n-exee~s-ef-$±%-per-year-per-$i8e-on-e1'\a.~-pare-ef 

the-prine±pai-amo~ne-of-a"y-%oan-exeeed±ng--$l;986--btlt--1'\ot 

exeeed±f'll:g-$~,5997 

t3till Charges in 11) a~d-ti!t shall be computed at the 

applicable rates on the full, original principal amoijnt 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 charqes shall be 

added to the principal of the loan and s.hall not be 

discounted o:t: 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 

one-thirtieth of a month. 

tft--6ft--%oens-o~-$99-er-%ess-e-%-±eenee~-may-efterge;-~n 

i-% ~tt-o£--e he t' q e s-s pee :!:-r; ied--± rt- tit-"er- --~ h ±~--sec~ ieftT--not--±-n 

~xees~--e£--$!-e~-eaen-~s-or-eeah-o~-ered-±~-aevafteed-~o-the 
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berrewer-~p-te-tbe-eme~nt-e£-~99~-A-period-o£--at--lea~t--15 

days--m~st--be--allewed-£or-the-repsyment-o£-eaeh-$5-eash-o~ 

eredit-advaneed.-S~eh-ehar~es--eanne~--be--a~sessed--by--any 

sebee~r~~e--er-de•*ee-en-any-ioan-eve~-$96-or-on-any-baianee 

of-$99-or-%ess-when-ehe-original-±oan-was-greater-than--$99T 

t5t1ll (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 7Bths 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 ?ate 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 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 
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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 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. 

t67i!l If the contract so provides, the additional 

charge far 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 

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; 

-6- SB 450 
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(iiJ fees for preparation of a deed, settlement 

statement, or other documents: 

(iii) fees for notarizing d.eeds and other documents: 

(iv) appraisal fees; 

(v) fees for credit reports; and 

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

deed. 

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

AN INTEREST-BEAR~NG BASIS. 

t9t--9r't-etr'ty-roa.r't-ef-mor!ey-exeeec:fi"q-$1-,-S99-~f'l-~rineipal: 

ame~ft~,---a--lie@nee@--me:y--~e~--m~~e--eharqes-as~pre~i4eG-±n 

sttb~ee~ien~-t%t-aftd-t~t-bH~-sha%%-me~e-eherqes-~r't-aeeerdaftee 

wi~h-~he-pr~visior'ts-e!-~his--sabseet±on--thro~~ft--SH8seetion 

tHt.-

t~9t-en-~ny-~oan-of-money-exeeed~ng-$~;56&-~r't-p~ifte~pai 

e:mottn ~ 7--a-- :l ieens e e--may--een -e ree t: -·end- re c: e ~ • e -eha-r~es -a.~ -a 

ra ee-aot-±n-exc: e s-s-o r- i'% -pe: r-MO"-e h -o 1"1:- ~ft e- ... p tti-aei:!'ft:l-- ame·ttn ~ 

as-foi±ows-:-

tat--eharqes--sha±l7-~@--eompttted-ea-~"Pa±d-~a%aft~es-of 

-t-he-pf'in-eipe± -amo~n t-ott~· s-t-and ±ngo- f relft- t: ±me-te- t ±me-- £e r-- tof\·e 

aetua!--t~me--etttstandin9.----Eaeh--~ayment--shali-be-a~~!ied 

~irs~-~o--aee~u+ated--eharges--and--~he--reme±nder--~f--the 

paymef'lt-appii=@d--eo-the-tznpa:id-pr±neipal-~aiarteeT-exeept-~ftet 

±£--~he--ameunt--oe--~he--payment:-is-ins~ff~e~ent-to-pay-~he 

e:eettmttiated-ehat>ge-s,-_tlnpai:d-c:herges-eet'lt~nl::le--to--eeet:tmttl-at:e 

to--ee·-paid-£r-em-tr,e-preeeeds-of-st~b:~eqHer'tt-posyll:'ents-ana-ere 

f'lot-add@d-~o-the-prtne±pai-baianee~ 

tbt--ehar~es-made-ttftder--thi:s--sHbsee~ion--may--not--be 

·payab%e-i:n-advanee-e-r-eompettr'tded-r-However-,-iE-part-er-a·%i-oE 

· ~he- -eo ns±de -rae!:en--£or---a- -_new- -3:oan--eone raet -~s-t-he--ttl\('a ± d 

prinei'-ped-ba·bsr'tee-a!-a--pr~e.f'--ioaf'l;--the-..,prineipai:--aao~:~rt~. 

payab~-e-··t:ftder-stteh-rtl!'w-lean-ee'fte·r-tte~-may-%f'leittde-e:ny-tsnpes±d 
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eharges-whieft-ha•e-aeernedo-~he-~e~ttlt±ng-%ean-eont~ae~-~s-a 

new-and-eepara~e-%ean--transaet±on--ror--all--p~r~eseso--~he 

~rine±pa%-baiance-e£-a-prier-lean-en-wh±eh-ehar~es-ha•e-been 

mede--p~rs~ant-to-snbsect~ons-t±t-and-tit-is-the-baianee-d~e 

a~ter-re£~nd-or-ered±t-±s-g±ven-~e-~he-berrower-pttrsttant-~te 

sobsec:tion-t5t~ 

tllt-Per--parposes--er-cempttting-eharges-£or-a-£raetion 

ef-a-menth7-a-day-is-eonsidered-one-thtrtieth-of-a-month. 

fi~t-~he-pro¥isions-of-sobsec:tions-t5t-and-t6t--do--not 

apply-to-loans-made-nnder-sttbseetiens-t9t-throng"-tl%t• 

ti3t-~he--amoonts--of--~96,-$588,-$iT666,-and-~77588-in 

sobsec:tions-tit,-t~t,-t+t7-t9t•--snd--fi6t--are--sob;ec:t--to 

ehange--pnrsaant-to-the-pre¥isiens-oE-3i-5-X94-on-ad;~~~men~ 

e!-ao%%ar-amottftts•" 

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 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 Federal 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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thereof; 

or 

SB 0450/02 

description 

(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 out for filing and 

other fees as allowed in 32-5-30lf7t121; 

(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 32-5-30lt5t1ll 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 1-month period may not exceed an amount equal 

to the difference between the refund which would be required 

for prepayment in full under subsection tStlll of 32-5-301 

as of the scheduled due date of the first 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 deferrals for p~riods 

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 th·e borrower a pro rata r·efund of 

the unearned deferral charge in addition to any refund or 

credit made pursuant .to subsec-tion t5till of 32-5-301," 

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

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

12 ~upplementary license may make open-end loans and may 

13 contract for and receive charges ~-e-~~e-~ot-±n-exee~~--oE 

14 the--rate--set--£erth--i~--~2-5-39ltl9t, as allowed under 

15 31-1-112, on unpaid balance·s outstanding from time to time 

16 for the actual time outstanding. 

17 (2) A holder of a supplementary license may not 

18 compound charges by adding any unpaid eha·r~es authorized by 

19 this section to the unpaid principal balance of the 

20 borrower's account; however, the unpaid principal balance 

21 may include the ·fees paid to third parties as authorized by 

22 32-5-504 and by 32-5-301Htill·" 

23 

24 

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

.. 32-5-506. Provisions not applicabl-e_. The provis.i,ons 

25 of subsections t'>till and -t6till of n~·5-301 and the 
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provisions of 32-5-304 do not apply to open-end loans." 

NEW SECTION. Section .8. Extension cf authority. Any 

existing auth~rity 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 4~0 
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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 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: 

•]t-1-111. Definition of regulated lender. 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 union, credit 

association, consumer loan licensee, development 

corporation, or bank holding company organized pursuant to 

state or federal statutory authority and 

supervision, control, or regulation by: 

subject to 

(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 

Ill : 

(3) a Montana state age~cy 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. Section 32-5-103, MCA, is amended to read: 

11 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, w~ieh-±~-the-agqregate-are--~reater--tha~--those 

prov±ded---by---3i-i-i8,tit• 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 person who shall extend credit in 

connection with the sale of a commodity shall not become a 

licensee under this chapter nor shall any of the provisions 

of this chapter apply to any such exempted person. 

{2) A licensee may sell its business and assets :o a 

bank, building and loan association, savings and loan 

-2- SB <50 
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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 

provisions of this chapter that are sold and transferred to 

an acquiring organization continue to be governed by the 

provisions of this chapter. 

(31 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 (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 . 11 

Section 3. Section 32-5-301, 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 

~o~-e~eeed±ng-$~,&99-~~-pr~neipo±-amott~e~ 

tat--eharge~-ot-roee~-not-±~-exces~-of-$i9-pe~-yeor-per 

~ree-~n-thot-pore-of-the-pr±n~±pai-amott~e-ef--the--io8n--net 
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exeeedin~-$S&&T 

tet--,%6--pe~--yea~--pe~--$%88--on--that--pa~t--of--the 

pr±ne±pa%--ame~ne--oE--the--ioan--exeeed~n~--~566--bet---not 

exceed±n~---$~T969 interest charges as provided under 

31-1-112. 

tZt--~he-ho%eer-o£-a-s~pp%emen~a~y-%~een~e-may-cont~aet 

£or-and-reee±•e-charqe~-at-rete~-attthor±zed-£or-~±een~ees-~~ 

sttbseet~en-tit-ro~-the-E~rst-$±,&99-of-tfte-pr±ne±pa%--amottnt 

oE--eny--roan--and--may--eont~aet-Eer-and-rece±•e-eftar~es-et 

rates-not-±n-exeess-o£-~%i-per-year-per-$%&9-on-thae-part-of 

tfte-prine±pa%-amount-oE-any-%oan-exeeee±ng--,i,&99--hut--not 

exceedinq-$T,s&e~ 

t3t1ll Charges in (1) and-t~t 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 

time the loan is made. For the purpose of computing charges 

for a fraction of a month, a da.y shall be considered 

one-thirtieth of a month. 

t4t--9n--±oan~-or-~96-or-%ess-a-±iceneee-may-e~a~geo-in 

±ieu-e~-ehe~ges-~peci£~ed-±n-t%t-of--eft±~--seee±ono--noe--±n 

exeess--o~--$l-Eer-eaeh-,S-o£-eash-or-ere~~e-ae¥aneee-eo-rhe 
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bo~~ower-up-~o-th~-a~o~nt-of-S99o-A-p~r±od-of--at--teast--l5 

days--mHs~--be--a~%ewed-£or-the-re~ftymeftt-of-each-$5-eash-or 

eredtt-advanceo.-sueh-eharqes--cannot--be--as~essed--by--any 

subter£uqe--or-Oev±ce-on-any-ioan-over-S99-or-on-any-baYenee 

o£-$96-or-Xess-when-the-or±g~na%-ioan-was-greater-than--$99, 

tStlll (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. 

(b) When any loan contract, new loan, renewal, or 

otherwise for a period of more than 61 months is paid Ln 

full by cash 1 month or more befor-e the fi:1al installment 

date, the licensee shall refund or credit the borruwer with 

:hat portion of the total charges that is due the borrower 

~~at 1s applicable to all tully 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 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. 

t6tl!l 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 

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 ti~le exam1nat1o~. :~tle 

insurance, or similar purposes, including survey; 

-6- SB 450 
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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) fees for credit reports; and 

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

deed. 

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

AN INTEREST-BEARING BASIS. 

t9t--9n-any-~ean-of-meney-exeeedrng-$~,599-~n-pr~neipa~ 

ame~nt7--a--~~eensee--may--net--ma~e--eharge~-as-pro~ided-~n 

s~hseet±on3-t~t-and-t%t-bct-sha%%-ma~e-ehar9es-in-aeeerdan~e 

with-the-prev~sions-of-this--stte~eetion--thrett~h--s~bseet±~n 

trrtT 

f%6t-9ft-any-%ean-of-money-exeeed~n9-$~7see-±n-pr~neipa% 

amettnty--a--!ieensee--may--eentraet-an8-r~e~~Ye-ehar~~~-~~-a 

rate-not-~n-exees~-ef-it-per-mon~h-on-the--prine~~~%--amoHnt 

as-rei%ews~ 

tat--eharges--sfta~~--be--eom~ttte~-en-cnpa~d-~a~~nees-of 

the-~r~neipa~-~mocnt-octstand±ng-frem-tim~-to-t~me--for--the 

aettta%--t±me--oatstandin~.---eaeh--payment--shaii-be-a~~%ied 

f%rst-to--aeeumc%ated--eharges--and--the--rema~nder--of--the 

~ayment-appiied-to-the-~npaid-p~ineipai-ha~anee,-exee~t-that 

±f--the--amottnt--ef--the--payment-~s-inscffieient-~o-pay-the 

aeeHmttiated-eharges;-ttnpai~-eharges-eont~ntte--to--aeettm~%ate 

te--be-paid-from-tfte-~roeeeds-of-stt~seqttent-payMents-and-are 

net-added-to-the-p~~ne±pai-ba%anee~ 

tbt--eharqes-made-ttnder--this--stteseetion--may--ftot--be 

payab!e-in-ad~anee-or-compottnded.-Howe•err-±f-par~-or-all-of 

the--eonsideration--for--~--new--loan-eon~raet-±s-efte-ttnpa±d 

pr±ne±pal-ba%anee-ef-a--pr~or--ioaftr--the--pr~neipal--amottnt 

payabie--ttnder-sach-new-%oan-eontrae~-may-ine%~de-any-ttnpa±d 
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eha~9e~-wh±eh-ha~e-aeertted~-fhe-res~it±n9-ioan-eentraet-~~-a 

new-and-separate-loan--tran~aet±en--for--ail--pttrpo~eso--~he 

pr±ne±pai-baianee-of-a-pr±or-Xoan-en-vhieh-eharges-have-been 

made--~~rs~ant-te-~ttbseettons-tit-and-t~t-~~-the-baianee-dtte 

a£ter-re£~nd-or-ered±t-±s-g±ven-to-the-~orrower-pttrsttan~--to 

sttbseet±oft-t5to 

tllt-Por--pttrposes--o£-eompHt±ng-eharges-eor-a-£raetion 

of-a-month,-a-day-±~-eons%dered-one-th±rt±eth-of-a-montho 

tiit-~he-prov±sions-ot-sttbseet±ons-t5t-and-t6t--do--not 

appiy-to-ioans-made-ttnder-sttbseet±ons-t9t-throHgh-tiit~ 

t+3t-The--amottnts--of--$99,-$599r-$iT999,-and-$~r599-±n 

s~bseet~ons-tit,-tit,-t4t,-t9t,--and--t%6t--are--~~ejeet--to 

ehan9e--p~r~~ent-to-the-prov~sio~s-or-3~-S-i94-on-eo;~~tment 

of-dollar-llmot1nt!!ll..-" 

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 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 

~he Federal Consumer Credit Protection Act, a copy of the 

loan contract, or a written statement in the English 

language showing in clear and distinct terms: 

(l} the name and address of the lender and of one of 

~he borrowers or a maKer of the loan; 

(2) che dace of the :can contract: 
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(3) the schedule of installments 

thereof; 

or 
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description 

( 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 out for filing and 

other fees as allowed in 32-5-30ltTti21; 

(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 32-5-30lt5till 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 1-month period may not exceed an amount equal 

to the difference between the refund which would be required 

for prepayment in full under subsection t5tlll of 32-5-301 

as of the scheduled due date of the flrst defe~rea 

installment and the refund whlch would be requ:red for 
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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 l 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 subsection t5tlll of 32-5-301." 

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

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

12 supplementary license may make open-end loans and may 

13 contract for and receive charges at-a-rste-ne~-~ft-e~eess--e! 

14 ~he--ra~e--~et--£erth--~ft--3r-5-3Slti9t, as allowed under 

15 31-1-112, on unpaid balances outstanding from time to time 

16 for the actual time outstanding. 

17 (2) A holder of a supplementary license may not 

18 compound charges by adding any unpaid charges authorized by 

19 this section to the unpaid principal balance of the 

20 borrower's account; however, the unpaid principal balance 

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

22 32-5-504 and by 32-S-301Htill·" 

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

24 "32-5-506. Provisions not applicable. The provisions 

25 of subsections t5ti!l and t6tlil of 32-5-301 and the 
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provisions of 32-S-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. 

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-
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