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[For text of subds 1 and 2, see M.S. 1982] 

Subd. 3. Applicable charge. "Applicable charge" means the amount of inter
est attributable to each monthly installment period of the loan contract. The 
applicable charge is computed as if each installment period were one month and 
any charge for extending the first installment period beyond one month, or 
reduction in charge' for a first installment less than one month, is ignored. The 
applicable charge for any installment period is that which would have been made 
for the period had the loan been made on an interest-bearing basis at the single 
annual percentage rate permitted by section 56.131, subdivision 1, based upon the 
assumption that all payments were made according to schedule. For convenience 
in computation, the licensee may round the single annual rate to the nearest one 
quarter of one percent. 

[For text of subds 4 to 9, see M.S. 1982] 

History: 1983 c 250 s 26 

56.131 MAXIMUM RATES AND CHARGES. 
Subdivision 1. Interest rates and charges, (a) On any loan in the principal 

amount of $35,000 or less, a -licensee may contract for and receive interest, 
calculated according to the actuarial method, not exceeding the equivalent of the 
greater of any of the following: 

(1) the total of: (i) 33 percent per year on that part of the unpaid balance of 
the principal amount not exceeding $350; and (ii) 19 percent per year on that part 
of the unpaid balance of the principal amount exceeding $350; or 

(2) 21.75 percent per year on the unpaid balance of the principal amount. 
(b) On any loan where interest has been calculated according to the method 

provided for in paragraph (a), clause (1), interest must be contracted for and 
earned as provided in that provision or at the single annual percentage rate 
computed to the nearest one hundredth of one percent that would earn the same 
total interest at maturity of the contract as would be earned by the application of 
the graduated rates provided in paragraph (a), clause (1), when the debt is paid 
according to the agreed terms and the calculations are made according to the 
actuarial method. 

(c) Loans may be interest-bearing or precomputed. 
(d) To compute time on interest-bearing and precomputed loans, including, 

but not limited to the calculation of interest, a day is considered 1/30 of a month 
when calculation is made for a fraction of a calendar month. A year is 12 
calendar months. A calendar month is that period from a given date in one 
month to the same numbered date in the following month, and if there is no same 
numbered date, to the last day of the following month. 

(e) With respect to interest-bearing loans: 
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(1) Interest must be computed on unpaid principal balances outstanding from 
time to time, for the time outstanding. Each payment must be applied first to the 
accumulated interest and the remainder of the payment applied to the unpaid 
principal balance; provided however, that if the amount of the payment is 
insufficient to pay the accumulated interest, the unpaid interest continues to 
accumulate to be paid from the proceeds of subsequent payments and is not added 
to the principal balance. 

(2) Interest must not be payable in advance or compounded. However, if 
part or all of the consideration for a new loan contract is the unpaid principal 
balance of a prior loan, then the principal amount payable under the new loan 
contract may include any unpaid interest which has accrued. The unpaid 
principal balance of a precomputed loan is the balance due after refund or credit 
of unearned.interest as provided in paragraph (f), clause (3). The resulting loan 
contract is deemed a new and separate loan transaction for all purposes. 

(f) With respect to precomputed loans: 
(1) Loans must be repayable in substantially equal and consecutive monthly 

installments of principal and interest combined, except that the first installment 
period may be more or less than one month by not more than 15 days, and the 
first installment payment amount may be larger than the remaining payments by 
the amount of interest charged for the extra days and must be reduced by the 
amount of interest for the number of days less than one month to the first 
installment payment; and monthly installment payment dates may be omitted to 
accommodate borrowers with seasonal income. 

(2) Payments may be applied to the combined total of principal and precom
puted interest until the loan is fully paid. Payments must be applied in the order 
in which they become due. 

(3) When any loan contract is paid in full by cash, renewal or refinancing, or 
a new loan, one month or more before the final installment due date, a licensee 
shall refund or credit the borrower with the total of the applicable charges for all 
fully unexpired installment periods, as originally scheduled or as deferred, which 
follow the day of prepayment; if the prepayment is made other than on a 
scheduled payment date, the nearest scheduled installment payment date must be 
used in the computation; provided further, if the prepayment occurs prior to the 
first installment due date, the licensee may retain 1/30 of the applicable charge for 
a first installment period of one month for each day from the date of the loan to 
the date of prepayment, and shall refund or credit the borrower with the balance 
of the total interest contracted for. If the maturity of the loan is accelerated for 
any reason and judgment is entered, the licensee shall credit the borrower with the 
same refund as if prepayment in full had been made oh the date the judgment is 
entered. 

(4) If an installment, other than the final installment, is not paid in full within 
ten days of its scheduled due date, a licensee may contract for and receive a 
default charge not exceeding five percent of the amount of the installment, but not 
less than $2. 

(5) If the parties agree in writing, either in the loan contract or in a 
subsequent agreement, to a deferment of wholly unpaid installments, a licensee 
may grant a deferment and may collect a deferment charge as provided in this 
section. A deferment postpones the scheduled due date of the earliest unpaid 
installment and all subsequent installments as originally scheduled, or as previous
ly deferred, for a period equal to the deferment period. The deferment period is 
that period- during which no installment is scheduled to be paid by reason of the 
deferment. The deferment charge for a one-month period may not exceed the 
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applicable charge for the installment period immediately following the due date of 
the last undeferred payment. A proportionate charge may be made for deferment 
for periods of more or less than one month. A deferment charge is earned pro 
rata during the deferment period and is fully earned on the last day of the 
deferment period. Should a loan be prepaid in full during a deferment period, the 
licensee shall make or credit to the borrower a refund of the unearned deferment 
charge in addition to any other refund or credit made for prepayment of the loan 
in full. 

(6) If two or more installments are delinquent one full month or more on any 
due date, and if the contract so provides, the licensee may reduce the unpaid 
balance by the refund credit which would be required for prepayment in full on 
the due date of the most recent maturing installment in default. Thereafter, and 
in lieu of any other default or deferment charges, the single annual percentage rate 
permitted by this subdivision may be charged on the unpaid balance until fully 
paid. 

(7) Following the final installment as originally scheduled or deferred, the 
licensee, for any loan contract which has not previously been converted to 
interest-bearing under paragraph (f), clause (6), may charge interest on any 
balance remaining unpaid, including unpaid default or deferment charges, at the 
single annual percentage rate permitted by this subdivision until fully paid. 

[For text of subd Z see M.S. 1982] 

Subd. 3. Splitting. No licensee shall induce or permit any borrower to split 
up or divide any loan or permit any person to become obligated under more than 
one contract of loan for the same purpose or at the same time for the purpose or 
with the result of obtaining a higher rate of charge than would otherwise be 
permitted by this section. However, if a person becomes obligated on a contract 
of loan as an accommodation party, a preceding or subsequent loan to that person 
is not a violation of this subdivision nor shall such loans be aggregated in 
determining the applicable rate of charge. 

[For text of subds 4 and 5. see M.S. 1982] 

Subd. 6. Discount points. A loan made under this section that is secured by 
real estate and that is in a principal amount of $7,500 or more and has a maturity 
of 60 months or more may contain a provision permitting discount points, if the 
Joan does not provide a loan yield in excess of the maximum rate of interest 
permitted by this section. Loan yield means the annual rate of return obtained by 
a licensee computed as the annual percentage rate is computed under Federal 
Regulation Z. If the loan is prepaid in full, the licensee must make a refund to the 
borrower to the extent that the loan yield will exceed the maximum rate of interest 
provided by this section when the prepayment is taken into account. 

History: 1983 c 250 s 27: 1983 c 252 s W.ll 

56.14 DUTIES OF LICENSEE. 
Every licensee shall: 
(1) deliver to the borrower (or if there are two or more borrowers to one of 

them) at the time any loan is made a statement making the disclosures and 
furnishing the information required by the federal Truth-in-Lending Act with 
respect to the contract of loan. A copy of the loan contract may be delivered in 
lieu of a statement if it discloses the required information: 
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(2) deliver or mail to the borrower without request, a written receipt within 30 
days following payment for each payment by coin or currency made on account of 
any loan wherein charges are computed and paid on unpaid principal balances for 
the time actually outstanding, specifying the amount applied to charges and the 
amount, if any, applied to principal, and stating the unpaid principal balance, if 
any, of the loan; and wherein precomputed charges have been added to the 
principal of the loan specifying the amount of the payment applied to principal 
and charges combined, the amount applied to default or extension charges, if any, 
and stating the unpaid balance, if any, of the precomputed loan contract. A 
periodic statement showing a payment received by mail complies with this clause; 

(3) permit payment to be made in advance in any amount on any contract of 
loan at any time, but the licensee may apply the payment first to all charges in full 
at the agreed rate up to the date of the payment; 

(4) upon repayment of the loan in full, mark indelibly every obligation and 
security, other than a mortgage or security agreement which secures a new loan to. 
the licensee, signed by the borrower with the word "Paid" or "Canceled," and 
release any mortgage or security agreement which no longer secures a loan to the 
licensee, restore any pledge, and cancel and return any note, and any assignment 
given to the licensee which does not secure a new loan to the licensee within 20 
days after the repayment; 

(5) display prominently in each licensed place of business a full and accurate 
schedule, to be approved by the commissioner, of the charges to be made and the 
method of computing the same; furnish a copy of the contract of loan to any 
person obligated on it or who may become obligated on it at any time upon the 
request of that person; 

(6) show in the loan contract or statement of loan the rate or rates of charge 
on which the charge in the contract is based, expressed in terms of rate or rates per 
annum. The rate expression shall be printed in at least 8-point type on the loan 
statement or copy of the loan contract given to the borrower. 

History: 1983 c 252 s 12 

56.155 INSURANCE IN CONNECTION WITH LOAN. 
Subdivision 1. Authorization. No licensee shall, directly or indirectly, sell or 

offer for sale any insurance in connection with any loan made under this chapter 
except as and to the extent authorized by this section. The sale of credit life and 
credit accident and health insurance is subject to the provisions of chapter 62B, 
except that the term of the insurance may exceed 60 months if the term of the loan 
exceeds 60 months. Life, accident, and health insurance, or any of them, may be 
written upon or in connection with any loan but must not be required as 
additional security for the indebtedness. If the debtor chooses to procure credit 
life insurance or credit accident and health insurance as security for the indebted
ness, he shall have the option of furnishing this security through existing policies of 
insurance owned or controlled by him or of furnishing the coverage through any 
insurer authorized to transact business in this state. A statement in substantially 
the following form must be made orally and provided in writing in bold face type 
of a minimum size of 12 points to the borrower before the transaction is completed 
for each credit life and accident and health insurance coverage sold: 

CREDIT LIFE INSURANCE AND CREDIT DISABILITY INSUR
ANCE ARE NOT REQUIRED TO OBTAIN CREDIT. YOU MAY BUY 
ANY INSURANCE FROM ANYONE YOU CHOOSE OR YOU MAY 
USE EXISTING INSURANCE. 
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The licensee shall disclose whether or not the benefits commence as of the 
first day of disability and shall further disclose the number of days that an insured 
obligor must be disabled, as defined in the policy, before benefits, whether 
retroactive or nonretroactive, commence. In case there are multiple obligors 
under a transaction subject to this chapter, no policy or certificate of insurance 
providing credit accident and health benefits may be procured by or through a 
licensee upon more than one of the obligors. In case there are multiple obligors 
under a transaction subject to this chapter, no policy or certificate of insurance 
providing credit life insurance may be procured by or through a licensee' upon 
more than two of the obligors in. which case they shall be insured jointly. The 
premium or identifiable charge for the insurance must not exceed that filed by the 
insurer with the insurance division of the department of commerce. The charge, 
computed at the time the loan is made for a period not to exceed the full term of 
the loan contract on an amount not to exceed the total amount required to pay 
principal and charges, may be deducted from the proceeds or may be included as 
part of the principal of any loan. If a borrower procures insurance by or through 
a licensee, the statement required by section 56.14 must disclose the cost to the 
borrower and the type of insurance, and the licensee shall cause to be delivered to 
the borrower a copy of the policy, certificate, or other evidence thereof, within a 
reasonable time. No licensee shall decline new or existing insurance which meets 
the standards set out in this section nor prevent any obligor from obtaining this 
insurance coverage from other sources. Notwithstanding any other provision of 
this chapter, any gain or advantage to the licensee or to any employee, affiliate, or 
associate of the licensee from this insurance or the sale or provision thereof is not 
an additional or further charge in connection with the loan: nor are any of the 
provisions pertaining to insurance contained in this section prohibited by any 
other provision of this chapter. 

[For text of subd 2, see M.S. 1982] 

History: 1983 c 250 s 28 

56.19 VIOLATION. 
Subdivision 1. Criminal penalty. Any person or the several members, offi

cers, directors, agents, and employees thereof, who violates or participates in the 
violation of any of the provisions of sections 56.01 and 56.18 is guilty of a gross 
misdemeanor. 

Subd. 2. [Repealed, 1983 c 252 s 16) 

[For text of subds 3 and 4. see M.S. 1982] 

History: 1983 c 252 s 13 

56.23 APPEALS. 
Any applicant or licensee may appeal from any decision or order of the 

commissioner to the court of appeals in accordance with chapter 14. 
History: 1983 c 247 s 27 
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