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1675L. 06F
HOUSE SUBSTI TUTE
FOR
SENATE BI LL NO 496
AN ACT
To repeal sections 166.435, 364.030, 364. 105,
365. 030, 367.140, 367.509, 408.140, 408. 233,
and 408.500, RSMb, and to enact in lieu

t hereof twenty-one new sections relating to
financi al transactions.

OO WN

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF M SSOURI,
AS FOLLONG

Section A Sections 166.435, 364.030, 364.105, 365. 030,
367.140, 367.509, 408.140, 408.233, and 408.500, RSMWb, are
repeal ed and twenty-one new sections enacted in lieu thereof, to
be known as sections 166.435, 166.500, 166.505, 166.510, 166. 515,
166. 520, 166.525, 166.530, 166.540, 166.545, 166.550, 166. 555,
166. 556, 364.030, 364.105, 365.030, 367.140, 367.509, 408. 140,
408. 233, and 408.500, to read as foll ows:

166. 435. 1. Not wi t hst andi ng any law to the contrary, the

assets of the savings programheld by the board and the assets of

any simlar [savings progran] prograns sponsored, held, or

ot herwi se authorized by law by this state or any other state or

subdi vi sion thereof and qualified pursuant to Section 529 of the

| nternal Revenue Code and any inconme therefromshall be exenpt

fromall taxation by the state or any of its political

subdi vi sions. Inconme earned or received fromthe fund [by any
1
EXPLANATI ON- Matter encl osed in bol d-faced brackets [thus] in the
above bill is not enacted and is intended to be onitted fromthe | aw

Matter in boldface type in the above law is proposed |anguage.
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partici pant or beneficiary shall not be subject to state] or any

sim |l ar program sponsored, held, or otherw se authorized by | aw

by this state or any other state or subdivision thereof and

gualified pursuant to Section 529 of the Internal Revenue Code by

any participant or beneficiary shall not be subject to state

i ncone tax inposed pursuant to chapter 143, RSMb, and shall be

eligible for any benefits provided in accordance with Section 529
of the Internal Revenue Code. The exenption fromtaxation
pursuant to this section shall apply only to assets and incone
mai nt ai ned, accrued, or expended pursuant to the requirenents of

t he [savi ngs program established pursuant to sections 166.400 to

166. 455, the provisions of this section] progranms sponsored,

held, or otherwi se authorized by law by this state or any other

state or subdivision thereof and Section 529 of the | nternal

Revenue Code, and no exenption shall apply to assets and incone

expended for any other purposes. Annual contributions made to

t he savings programheld by the board and any simlar program

sponsored, held, or otherwi se authorized by law by this state up

to and including eight thousand dollars for the tax vyear

beqgi nning on or after January 1, 2003, but before January 1,

2004, for the participant taxpayer, shall be subtracted in

deternm ning M ssouri adjusted gross incone pursuant to section

143. 121, RSMb. Annual contributions nade to the savi ngs program

held by the board and any sinmlar program sponsored, held, or

ot herwi se authorized by law by this state or any other state or
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subdi vi sion thereof qualified pursuant to Section 529 of the

| nternal Revenue Code, up to and including [eight] two thousand

dollars [made to the savings program for the tax year beginning

on or after January 1, 2004, but before January 1, 2005, four

t housand dollars for the tax year beginning on or after January

1, 2005, but before January 1, 2006, six thousand dollars for the

tax year beqginning on or after January 1. 2006, but before

January 1., 2007, eight thousand dollars for the tax vyear

beqgi nning on or after January 1, 2007, but before January 1,

2008, and every tax year thereafter for the partici pant taxpaver,

shall be subtracted [from in determ ning M ssouri adjusted gross

i ncone pursuant to section 143.121, RSM.
2. |If any deductible contributions to or earnings from any

[ savi ngs account] such programreferred to in this section are

di stributed and not used to pay qualified higher education
expenses or are not held for the mninmum|length of tine

established by the [board] appropriate state or political

subdi vi sion authority, the anmount so distributed shall be added

to the Mssouri adjusted gross incone of the participant, or, if
the participant is not living, the beneficiary.

3. The provisions of this section shall apply to tax years
begi nning on or after January 1, [1999] 2003.

166.500. Sections 166.500 to 166.556 shall be known and may

be cited as the "M ssouri_ H gher Educati on Deposit Progrant

166. 505. Not wi t hst andi ng t he provisions of sections 166.400
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to 166.456 to the contrary, this programis established as a

nonexcl usive alternative to the M ssouri higher education savi ngs

program and any participant may elect to participate in both

prograns subject to aggregate M ssouri programlimtations.

166.510. As used in sections 166.500 to 166.556, except

where the context clearly requires another interpretation, the

followi ng terns nean:

(1) "Beneficiary", any individual designated by a

partici pati on agreenent to benefit frompaynents for qualified

hi gher education expenses at an eliqgible educational institution;

(2) "Benefits", the paynent of qualified higher education

expenses on behalf of a beneficiary froma deposit account during

the beneficiary's attendance at an eligible educational

i nstitution;

(3) "Board", the M ssouri_ higher education deposit program

board established in section 166.515;

(4) "CAMELS rating", the Capital, Assets, Minagenent,

Earni ngs, Liquidity, and Sensitivity rating system of the Federal

Fi nanci al Institution Exam nation Counsel (FFIEC)

(5) "Eligible educational institution", an institution of

post secondary education as defined in Section 529(e)(5) of the

| nt ernal Revenue Code;

(6) "Financial institution", a depository institution and

any internediary that brokers certificates of deposits;

(7) "lInternal Revenue Code", the Internal Revenue Code of
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1986, as anended;

(8) "M ssouri_ higher education deposit progranmt or "deposit

progrant, the program created pursuant to sections 166.500 to

166. 556;

(9) "Participant", a person who has entered into a

partici pati on agreenent pursuant to sections 166.500 to 166.556

for the advance paynent of qualified higher education expenses on

behal f of a beneficiary;

(10) "Participation agreenent", an agreenent between a

partici pant and the board pursuant to and confornmng with the

requi renents of sections 166.500 to 166.556; and

(11) "cQualified higher education expenses", the qualified

costs of tuition and fees and other expenses for attendance at an

eliqgible educational institution, as defined in Section 529(e)(3)

of the Internal Revenue Code, as anended.

166. 515. 1. There is hereby created the "M ssouri H gher

Educati on Deposit Progranmt. The program shall be adm ni stered by

the M ssouri hi gher education deposit program board whi ch shal

consi st of the director of the Mssouri division of finance who

shall serve as chairman, the comm ssioner of the departnent of

hi gher education, the comm ssioner of the office of

adm ni stration, the conm ssioner of securities, and three private

nmenbers appoi nted by the governor with the advice and consent of

t he senate who have denobnstrabl e experi ence and know edge in the

areas of deposit rate determ nation and pl acenent of depository
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certificates of deposit or other deposit investnments. The three

private nenbers shall be appointed to serve for terns of four

vears fromthe date of appointnent, with the exception of initial

private nenbers. Initial nenbers shall serve terns as foll ows:

one private nenber shall serve a two-year ternt one private

menber shall serve a three-year term and one private nmenber

shall serve a four-year term Once the initial terns have been

conpl eted, all such private nenmbers nmay be appointed to serve for

an _additional four-year term_ The nenbers of the board shall be

subject to the conflict of interest provisions in section

105. 452, RSMb. Any nenber who violates the conflict of interest

provi sions shall be renpved fromthe board.

2. In order to establish and admi nister the deposit

program the board, in addition to its other powers and

authority, shall have the power and authority to:

(1) Develop and i nplenent the M ssouri hi gher education

deposit program and, notw thstandi ng any provision of sections

166.500 to 166.556 to the contrary, the deposit prograns and

services consistent with the purposes and objectives of sections

166.500 to 166. 556;

(2) Pronul gate reasonable rules and requl ati ons and

establish policies and procedures to i nplenent sections 166.500

to 166.556, to permt the deposit programto qualify as a

qualified state tuition programpursuant to Section 529 of the

| nternal Revenue Code and to ensure the deposit progranis
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conpliance with all applicable | aws;

(3) Devel op and i nmpl enent educational prograns and rel ated

informational materials for participants, either directly or

t hrough a contractual arrangenent with a financial institution or

other entities for deposit educational services, and their

famlies, including special prograns and materials to inform

famlies with children of various ages regardi ng net hods for

financi ng education and training beyond high school ;

(4) Enter into an agreenent with any financial institution,

entity, or business clearinghouse for the operation of the

deposit program pursuant to sections 166.500 to 166.556;

providi ng however, that such institution, entity, or

cl eari nghouse shall be a private for-profit or not-for-profit

entity and not a governnent agency. No nore than one board

menber nmay have a direct interest in such institution, entity, or

cl eari nghouse. Such institution, entity, or clearinghouse shal

i npl ement the board's policies and adnini ster the program for the

board and with electing depository institutions and others;

(5) Enter into participation agreenents with participants;

(6) Accept any grants, qgifts, leqgislative appropriations,

and other noneys fromthe state, any unit of federal, state, or

| ocal governnent or any other person, firm partnership, or

corporation for deposit to the account of the deposit program

(7) lInvest the funds received fromparticipants in

appropriate investnent instrunents to be held by depository
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institutions or directly deposit such funds in depository

institutions as provided by the board and el ected by the

partici pants:

(8) Nake appropriate paynents and distributions on behalf

of beneficiaries pursuant to participation aqgreenments;

(9) W©Make refunds to participants upon the ternination of

partici pati on agreenments pursuant to the provisions, linmtations,

and restrictions set forth in sections 166.500 to 166.556 and the

rul es adopted by the board;

(10) Make provision for the paynent of costs of

adm ni stration and operation of the deposit program

(11) FEffectuate and carry out all the powers granted by

sections 166.500 to 166.556, and have all other powers necessary

to carry out and effectuate the purposes, objectives, and

provi sions of sections 166.500 to 166.556 pertaining to the

deposit program

(12) Procure insurance, guarantees, or other protections

against _any loss in connection with the assets or activities of

the deposit program as the nenbers in their best judgnent deem

necessary,;

(13) To both adopt and inpl enent various nethods of

transferring noney by electronic neans to efficiently transfer

funds to depository institutions for deposit, and in addition or

in the alternative, to allow funds to be transferred by agent

agreenents, assignnent, or otherwi se, provided such transfer
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occurs within two busi ness days;

(14) To both adopt and inpl enent nethods and policies

desi gned to obtain the maxi num.insurance of such funds for each

participant permtted and provided for by the Federal Deposit

| nsurance Corporation, or any other federal agency insuring

deposits, and taking into consideration the | aw and requl ation

pronmul gated by such federal agencies for deposit insurance.

3. Four nenbers of the board shall constitute a gquorum No

vacancy in the nenbership of the board shall inmpair the right of

a qguorumto exercise all the rights and performall the duties of

t he board. No action shall be taken by the board except upon the

affirmative vote of a mpjority of the nenbers present, except as

ot herwi se provided by | aw

4. The board shall neet within the state of Mssouri at the

tine set at a previously schedul ed neeting or by the request of

any four nenbers of the board. Notice of the neeting shall be

delivered to all other trustees in person or by depositing notice

in a United States post office in a properly stanped and

addr essed envel ope not |l ess than six days prior to the date fixed

for the neeting. The board may neet at any tinme by unani nous

mut ual consent. There shall be at | east one neeting in each

quarter.

5. The funds shall be invested only in those investnents

whi ch a prudent person acting in a like capacity and famli ar

with these matters would use in the conduct of an enterprise of a
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li ke character and with like ains, as provided in section

105. 688, RSMob, as a nmeans to hold funds until they are placed in

a M ssouri depository institution as a deposit. The board may

del egate to duly appointed representatives of financial

institutions authority to act in place of the board in the

i nvestment _and reinvestnent of all or part of the npbneys and nay

al so del egate to such representatives the authority to act in

pl ace of the board in the hol ding, purchasing, selling,

assigning, transferring, or disposing of any or all of the

i nvestnents in which such noneys shall have been invested, as

well as the proceeds of such investnents and such npneys,

however, such investnents shall be limted to certificates of

deposit and other deposits in federally insured depository

institutions. Such representatives shall be reqgistered as

"gualified student deposit advisors on section 529 plans" with

the board and such board shall, by rule, devel op and adnini ster

qualification tests fromtine to tine to provide representatives

the opportunity to qualify for this program | n exercising or

del egating its investnent powers and authority, nmenbers of the

board shall exercise ordinary business care and prudence under

the facts and circunstances prevailing at the tine of the action

or _deci sion. No nenber of the board shall be liable for any

action taken or onmtted with respect to the exercise of, or

del egation of, these powers and authority if such menber shal

have di scharged the duties of his or her position in good faith

10
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and with that degree of diligence, care, and skill which a

prudent person acting in a like capacity and famliar with these

matters would use in the conduct of an enterprise of a like

character and with like ains.

6. No board nenber or enpl oyee of the deposit program shal

personally receive any gain or profit fromany funds or

transaction of the deposit programas a result of his or her

menbership of the board. Any board nenber, enployee, or agent of

the deposit program accepting any gratuity or conpensation for

t he purpose of influencing such board nenber's, enployee's, or

agent's action with respect to choice of internediary, including

any financial institution, entity or clearinghouse, for the funds

of the deposit programshall thereby forfeit the office and in

addition thereto be subject to the penalties prescribed for

bri bery. However, a board nenber who is reqularly enpl oyed

directly or indirectly by a financial institution nmay state that

institution's interest and absent hinself fromvoting.

7. Depository institutions oriqginating the deposit program

shall be the agent of the board and offer terns for certificates

of deposit and other deposits in such programas pernmtted by the

board, subject to a uniforminterest rate disclosure as defined

in federal requl ations of the Board of Governors of the Federal

Reserve System specifically Federal Reserve Requl ation DD, as

anended fromtinme to tine. The board shall establish various

deposit opportunities based on amounts deposited and | ength of

11
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time held that are unifornly available to all depository

institutions that elect to participate in the program and the

vari ous cateqories of fixed or variable rates shall be the only

interest rates available under this program A depository

institution that originates the deposit as agent for the board

and participates in the programshall receive back the

certificate of deposit or other deposit, provided such depository

institution has a CAMELS rating of 1 or 2, or, a conparable

requlatory rating that is the substantial equivalent of the

CAMELS rating. Such deposit and certificate of deposit shall be

titled in the nane of the clearing entity for the benefit of the

participant, and shall be insured as pernitted by any agency of

the federal governnent that insures deposits in depository

institutions. Any depository institution or internmediary that

fails to conply with these provisions shall forfeit its right to

participate in this program provided however, the board shall be

the sole and exclusive judge of conpliance except as otherw se

provi ded by provisions in Section 529 of the Internal Revenue

Code and the Internal Revenue Service enforcement of such

section.

166. 520. 1. The board may enter into deposit program

participati on agreenents with partici pants on behal f of

beneficiaries pursuant to the provisions of sections 166.500 to

166. 556, including the following terns and conditi ons:

(1) A participation agreenent shall stipulate the terns and

12
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conditions of the deposit programin which the partici pant nakes

contri butions;

(2) A participation agreenent shall specify the nethod for

calculating the return on the contributi on nmade by the

partici pant as otherwi se provided in sections 166.500 to 166.556;

(3) The execution of a participation agreenent by the board

shall not quarantee that the beneficiary nanmed in any

participation agreement will be admtted to an eligible

educational institution, be allowed to continue to attend an

eliqgible educational institution after having been adnmtted or

will graduate froman eligible educational institution;

(4) A participation agreenent shall disclose to

participants the risk associated with depositing noneys with the

board, including infornmation on federal insured deposit

availability and coverage and penalties for withdrawal before the

deposit has natured;

(5) Participation agreenents shall be organi zed and

presented in a way and with | anquage that is easily

under st andabl e by the general public; and

(6) A participation agreenent shall clearly and proninently

disclose to participants the existence of any fee or sinilar

charge assessed agai nst the accounts of the participants for

adm ni stration or services.

2. The board shall establish the nmaxi mum amount whi ch nay

be contributed annually by a participant with respect to a

13
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beneficiary.

3. The board shall establish a total contribution limt for

deposit accounts established under the deposit programw th

respect to a beneficiary to pernit the deposit programto qualify

as a gualified state tuition program pursuant to Section 529 of

the I nternal Revenue Code. No contribution nay be nade to a

deposit account for a beneficiary if it would cause the bal ance

of all deposit accounts of the beneficiary to exceed the total

contribution limt established by the board. The board nay

establish other requirenents that it deens appropriate to provide

adequat e safequards to prevent contributions on behalf of a

beneficiary from exceeding what i s necessary to provide for the

qualified higher education expenses of the beneficiary.

4. The board shall establish the mininmumlength of tine

that contributions and earnings nust be held by the deposit

programto qualify pursuant to section 166.435. Any

contributions or earnings that are withdrawn or distributed from

a deposit account prior to the expiration of the minimumlength

of tine, as established by the board, shall be subject to a

penalty pursuant to section 166.530.

166.525. Al noney paid by a participant in connection with

partici pati on agreenents shall be deposited as received and shal

be promptly invested by the board or nmay be directly deposited by

the board's agents. Contributions and earnings thereon

accunul ated on behalf of participants in the deposit program nay

14
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be used, as provided in the participation agreenent, for

qualified hi gher educati on expenses.

166.530. Any participant may cancel a participation

agreenent _at will. The board shall inpose a penalty equal to or

greater than ten percent of the earnings of an account for any

distribution that is not:

(1) Used exclusively for qualified higher education

expenses of the designated beneficiary;

(2) WNade because of death or disability of the desi gnated

benefi ci ary;

(3) WNade because of the receipt of scholarship by the

desi gnat ed beneficiary;

(4) A rollover distribution, as defined in Section

529(c)(3)(Q (i) of the Internal Revenue Code; or

(5) Held in the fund for the mninmumlength of tine

establi shed by the board.

166.540. The assets of the deposit programshall at al

tines be preserved, invested, and expended only for the purposes

set forth in this section and in accordance with the

partici pati on agreenents, and no property rights therein shal

exist in favor of the state.

166.545. Any rule or portion of a rule, as that termis

defined in section 536.010, RSMb, that is pronul gated pursuant to

sections 166.500 to 166.556 shall becone effective only if it has

been pronul gated pursuant to the provisions of chapter 536, RSM.

15
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Al rulemaking authority delegated prior to August 28, 2003, is

of no force and effect and repeal ed; however, nothing in this

section shall be interpreted to repeal or affect the validity of

any rule filed or adopted prior to August 28, 2003, if it fully

conplied with the provisions of chapter 536, RSMb. Sections

166.500 to 166.556 and chapter 536, RSMb, are nonseverable and if

any of the powers vested with the general assenbly pursuant to

chapter 536, RSMb, to review, to delay the effective date, or to

di sapprove and annul a rule are subsequently held

unconstitutional, then the grant of rul emaki ng authority and any

rule proposed or adopted after Augqust 28, 2003, shall be invalid

and voi d.

166.550. The M ssouri state auditor shall, on a semn annual

basis, review the financial status and investnent policy of the

programas well as the participation rate in the program The

auditor shall also review the continued viability of the program

and the administration of the programby the board. The auditor

shall report the findings annually to the board, which shal

subsequent!ly disclose such findings at a public neeting.

166. 555. Mboney accruing to and deposited in individual

deposit accounts shall not be part of total state revenues as

defined in sections 17 and 18 of article X of the Constitution of

the state of M ssouri and the expenditure of such revenues shal

not be an expense of state governnent under section 20 of article

X of the Constitution of the state of M ssouri .

16
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166.556. Al personally identifiable infornati on concerning

partici pants and beneficiaries of accounts established within the

M ssouri_ hi gher education deposit prodgram pursuant to sections

166.500 to 166.556 shall be confidential, and any disclosure of

such infornation shall be restricted to purposes directly

connected with the adnm nistration of the program

364.030. 1. No person shall engage in the business of a
financing institution in this state without a |license therefor as
provided in this chapter; except, however, that no bank, trust
conpany, | oan and investnent conpany, |icensed sales finance
conpany, registrant under the provisions of sections 367.100 to
367. 200, RSMb, or person who maekes only occasional purchases of
retail time contracts or accounts under retail charge agreenents
and whi ch purchases are not being nade in the course of repeated
or successive purchase of retail installnment contracts fromthe
sane seller, shall be required to obtain a license under this
chapter but shall conply with all the laws of this state
applicable to the conduct and operation of a financing
institution.

2. The application for the license shall be in witing,
under oath and in the form prescribed by the director. The
application shall contain the nane of the applicant; date of
i ncorporation, if incorporated; the address where the business is
or is to be conducted and simlar information as to any branch

office of the applicant; the name and resident address of the

17
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owner or partners or, if a corporation or association, of the
directors, trustees and principal officers, and other pertinent
information as the director may require.

3. The license fee for each cal endar year or part thereof
shall be the sum of three hundred dollars for each place of
busi ness of the licensee in this state which shall be paid into

the general revenue fund. The director nmay establish a biennial

licensing arrangenment but in no case shall the fees be payabl e

for nore than one year at a tine.

4. Each license shall specify the location of the office or
branch and nust be conspi cuously displayed therein. In case the
| ocation is changed, the director shall either endorse the change
of location of the license or mail the licensee a certificate to
that effect, w thout charge.

5. Upon the filing of an application, and the paynent of
the fee, the director shall issue a license to the applicant to
engage in the business of a financing institution under and in
accordance with the provisions of this chapter for a period which
shall expire the |ast day of Decenber next follow ng the date of
its issuance. The license shall not be transferable or
assignable. No licensee shall transact any business provided for
by this chapter under any other nane.

364.105. 1. No person shall engage in the business of a
prem um finance conpany in this state without first registering

as a premum finance conpany with the director

18
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2. The annual registration fee shall be three hundred
dol l ars payable to the director as of the first day of July of

each year. The director may establish a biennial licensing

arrangenent but in no case shall the fees be payable for nore

than one vear at a tine.

3. Registration shall be made on forns prepared by the
director and shall contain the follow ng information:

(1) Nane, business address and tel ephone nunber of the
prem um fi nance conpany;

(2) Nanme and busi ness address of corporate officers and
directors or principals or partners;

(3) A sworn statenent by an appropriate officer, principal
or partner of the prem umfinance conpany that:

(a) The premumfinance conpany is financially capable to
engage in the business of insurance prem um financing; and

(b) If a corporation, that the corporation is authorized to
transact business in this state;

(4) If any material change occurs in the information
contained in the registration form a revised statement shall be
submtted to the director acconpanied by an additional fee of one
hundred dol | ars.

365.030. 1. No person shall engage in the business of a
sal es finance conpany in this state without a |license as provided
in this chapter; except, that no bank, trust conpany, savings and

| oan associ ation, |oan and investnment conpany or registrant under
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t he provisions of sections 367.100 to 367.200, RSMo, authorized
to do business in this state is required to obtain a |license
under this chapter but shall conply with all of the other

provi sions of this chapter.

2. The application for the license shall be in witing,
under oath and in the formprescribed by the director. The
application shall contain the nane of the applicant; date of
incorporation, if incorporated; the address where the business is
or is to be conducted and simlar information as to any branch
office of the applicant; the name and resident address of the
owner or partners or, if a corporation or association, of the
directors, trustees and principal officers, and such other
pertinent information as the director may require.

3. The license fee for each cal endar year or part thereof
shall be the sumof three hundred dollars for each place of

busi ness of the licensee in this state. The director may

establish a biennial licensing arrangenment but in no case shal

the fees be payable for nore than one vear at a tine.

4. Each license shall specify the location of the office or
branch and nust be conspi cuously displayed there. In case the
| ocation is changed, the director shall either endorse the change
of location on the license or mail the licensee a certificate to
that effect, w thout charge.

5. Upon the filing of the application, and the paynent of

the fee, the director shall issue a license to the applicant to
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engage in the business of a sales finance conpany under and in
accordance with the provisions of this chapter for a period which
shall expire the |ast day of Decenber next follow ng the date of
its issuance. The license shall not be transferable or
assignable. No licensee shall transact any business provided for
by this chapter under any other nane.

367.140. 1. Every lender shall, at the time of filing
application for certificate of registration as provided in
section 367.120 hereof, pay the sum of three hundred dollars as
an annual registration fee for the period ending the thirtieth
day of June next follow ng the date of payment and in ful
paynment of all expenses for investigations, exam nations and for
the adm ni stration of sections 367.100 to 367.200, except as
provided in section 367.160, and thereafter a like fee shall be
paid on or before June thirtieth of each year; provided, that if
a lender is supervised by the conm ssioner of finance under any
ot her |l aw, the charges for exam nation and supervision required
to be paid under said |law shall be in lieu of the annual fee for
regi stration and exam nation required under this section. The
fee shall be made payable to the director of revenue. |If the
initial registration fee for any certificate of registration is
for a period of less than twelve nonths, the registration fee
shal |l be prorated according to the nunber of nonths that said

period shall run. The director may establish a biennial

licensing arrangenment but in no case shall the fees be payabl e
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for nore than one year at a tine.

2. Upon recei pt of such fee and application for
regi stration, and provided the bond, if required by the director,
has been filed, the director shall issue to the | ender a
certificate containing the | ender's nane and address and reciting
that such lender is duly and properly registered to conduct the
supervi sed business. The |lender shall keep this certificate of
regi stration posted in a conspicuous place at the place of
business recited in the registration certificate. Were the
| ender engages in the supervised business at or fromnore than
one office or place of business, such | ender shall obtain a
separate certificate of registration for each such office or
pl ace of busi ness.

3. Certificates of registration shall not be assignable or
transferabl e except that the | ender naned in any such certificate
may obtain a change of address of the place of business therein
set forth. Each certificate of registration shall remain in ful
force and effect until surrendered, revoked, or suspended as
herei n provi ded.

367.509. 1. Atitle loan license applicant nust have and
mai ntain capital of at |east seventy-five thousand dollars at al
times.

2. The license application shall be in witing, under oath
and in the formprescribed by the director. The application

shall contain the name of the applicant, date of formation if a
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business entity, the address of each title |oan office operated
or sought to be operated, the nane and residential address of the
owner, partners, directors, trustees and principal officers, and
such other pertinent information as the director may require. A
corporate surety bond in the principal sumof twenty thousand
dol l ars per |ocation shall acconmpany each |icense application.
The bond shall be in a formsatisfactory to the director and
shal |l be issued by a bondi ng conpany or insurance conpany
aut horized to do business in this state in order to ensure the
faithful performance of the obligations of the applicant and the
applicant's agents and subagents in connection with title |oan
activities. An applicant or licensee may, in lieu of filing any
bond required pursuant to this section, provide the director with
an irrevocable letter of credit as defined in section 400.5-103,
RSMb, in the amount of twenty thousand dollars per |ocation,
i ssued by any bank, trust conpany, savings and |oan or credit
uni on operating in Mssouri in a formacceptable to the director.
3. Every person applying for atitle loan |license shall pay
one thousand dollars as an investigation fee. Applicants for
additional title lending |icenses shall pay one thousand dollars
per additional |ocation as an investigation fee. The |ender
shall, beginning with the first |license renewal, pay annually to
the director a fee of one thousand dollars for each |icensed
| ocati on.

4. Each license shall specify the location of the title
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| oan office and shall be conspicuously displayed therein. Before
any title lending office may rel ocate, the director shall approve
such relocation by mailing the Iicensee a new |license to that
effect, w thout charge.

5. Upon the filing of the application, and the paynent of
the fee, by a person eligible to apply for atitle loan Iicense,
the director shall issue a license to engage in the title |oan
busi ness in accordance with sections 367.500 to 367.533. The
i censing year shall commence on January first and end the

foll ow ng Decenber thirty-first. The director may establish a

bi enni al licensing arrangenent but in no case shall the fees be

payable for nore than one year at a tine. Each |icense shall be

uni quel y nunbered and shall not be transferable or assignable.
[ Renewal |icenses shall be effective for a period of one year.]

408.140. 1. No further or other charge or anount
what soever shall be directly or indirectly charged, contracted
for or received for interest, service charges or other fees as an
incident to any such extension of credit except as provided and
regul ated by sections 367.100 to 367.200, RSMb, and except:

(1) On loans for thirty days or |onger which are other than
"open-end credit" as such termis defined in the federal Consuner
Credit Protection Act and regul ations thereunder, a fee, not to
exceed five percent of the principal anount | oaned not to exceed
seventy-five dollars may be charged by the | ender; however, no

such fee shall be permtted on any extension, refinance,
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restructure or renewal of any such | oan, unless any investigation
is made on the application to extend, refinance, restructure or
renew t he | oan;

(2) The lawful fees actually and necessarily paid out by
the I ender to any public officer for filing, recording, or
releasing in any public office any instrunment securing the | oan,
which fees may be collected when the loan is nade or at any tine
t hereafter; however, premuns for insurance in |lieu of perfecting
a security interest required by the | ender may be charged if the
prem um does not exceed the fees which would ot herw se be
payabl e;

(3) |If the contract so provides, a charge for |ate paynent
on each installnment or m nimum paynent in default for a period of
not less than fifteen days in an anount not to exceed five
percent of each installnent due or the m ni mrum paynent due or
[twenty-five] fifteen dollars, whichever is [less] greater;
except that, a mninmumcharge of ten dollars nmay be nade. |If the
contract so provides, a charge for |ate paynent on each
twenty-five dollars or less installnment in default for a period
of not less than fifteen days shall not exceed five dollars;

(4) |If the contract so provides, a charge for |ate paynent
for a single paynment note in default for a period of not |ess
than fifteen days in an amount not to exceed five percent of the
paynent due; provided that, the late charge for a single paynent

note shall not exceed fifty dollars;
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(5) Charges or premuns for insurance witten in connection
wi th any | oan against |oss of or danage to property or agai nst
l[iability arising out of ownership or use of property as provided
in section 367.170, RSMb; however, notw thstandi ng any ot her
provision of law, with the consent of the borrower, such
i nsurance may cover property all or part of which is pledged as
security for the loan, and charges or prem uns for insurance
providing life, health, accident, or involuntary unenpl oynent
cover age;

(6) Charges assessed by any institution for processing a
refused instrunment plus a handling fee of not nore than [fifteen]

twenty-five dollars;

(7) If the contract or prom ssory note, signed by the
borrower, provides for attorney fees, and if it is necessary to
bring suit, such attorney fees may not exceed fifteen percent of
t he ambunt due and payabl e under such contract or prom ssory
note, together with any court costs assessed. The attorney fees
shall only be applicable where the contract or prom ssory note is
referred for collection to an attorney, and is not handled by a
sal ari ed enpl oyee of the holder of the contract;

(8) Provided the debtor agrees in witing, the | ender may
collect a fee in advance for allowing the debtor to defer up to
three nonthly | oan paynents, so long as the fee is no nore than
the lesser of fifty dollars or ten percent of the |oan paynents

deferred, no extensions are made until the first |oan paynent is
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coll ected and no nore than one deferral in a twelve-nonth period
is agreed to and collected on any one | oan; this subdivision
applies to nonpreconputed | oans only and does not affect any

ot her subdi vi si on;

(9) If the open-end credit contract is tied to a
transaction account in a depository institution, such account is
in the institution's assets and such contract provides for |oans
of thirty-one days or |onger which are "open-end credit", as such
termis defined in the federal Consuner Credit Protection Act and
regul ati ons thereunder, the creditor may charge a credit advance
fee of the lesser of twenty-five dollars or five percent of the
credit advanced fromtinme to tinme fromthe line of credit; such
credit advance fee may be added to the open-end credit
outstanding along with any interest, and shall not be consi dered
t he unl awf ul conpoundi ng of interest as that termis defined in
section 408. 120.

2. Oher provisions of law to the contrary notw t hstandi ng,
an open-end credit contract under which a credit card is issued
by a conpany, financial institution, savings and | oan or other
credit issuing conmpany whose credit card operations are | ocated
in Mssouri may charge an annual fee, provided that no finance
charge shall be assessed on new purchases ot her than cash
advances if such purchases are paid for within twenty-five days
of the date of the periodic statenment therefor.

3. Notw thstanding any other provision of law to the
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contrary, in addition to charges all owed pursuant to section
408. 100, an open-end credit contract provided by a conpany,
financial institution, savings and | oan or other credit issuing
conpany which is regulated pursuant to this chapter may charge an
annual fee not to exceed fifty dollars.

408.233. 1. No charge other than that permtted by section
408. 232 shall be directly or indirectly charged, contracted for
or received in connection with any second nortgage | oan, except
as provided in this section:

(1) Fees and charges prescribed by | aw actually and
necessarily paid to public officials for perfecting, releasing,

or satisfying a security interest related to the second nortgage

| oan;

(2) Taxes;

(3) Bona fide closing costs paid to third parties, which
shal | incl ude:

(a) Fees or premuns for title examnation, title
i nsurance, or simlar purposes including survey;

(b) Fees for preparation of a deed, settlenent statenent,
or other docunents;

(c) Fees for notarizing deeds and ot her docunents;

(d) Appraisal fees; and

(e) Fees for credit reports;

(4) Charges for insurance as described in subsection 2 of

this section;
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(5) A nonrefundable origination fee not to exceed five
percent of the principal which nay be used by the | ender to
reduce the rate on a second nortgage | oan;

(6) Any amounts paid to the | ender by any person,
corporation or entity, other than the borrower, to reduce the
rate on a second nortgage | oan or to assist the borrower in
qualifying for the | oan;

(7) For revolving | oans, an annual fee not to exceed fifty
dol l ars may be assessed.

2. An additional charge nmay be nade for insurance witten
in connection with the loan, including insurance protecting the
| ender agai nst the borrower's default or other credit |oss, and:

(1) For insurance against |oss of or danage to property
where no such coverage al ready exists; and

(2) For insurance providing life, accident, health or
i nvol untary unenpl oynent cover age.

3. The cost of any insurance shall not exceed the rates
filed with the division of insurance, and the insurance shall be
obtai ned from an insurance conpany duly authorized to conduct
business in this state. Any person or entity making second
nort gage | oans, or any of its enployees, may be licensed to sel
insurance permtted in this section.

4. On any second nortgage | oan, a default charge may be
contracted for and received for any installnment or m ni num

paynment not paid in full within fifteen days of its schedul ed due

29



N

o o~ W

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

25

date equal to five percent of the amount or [twenty-five] fifteen
dol l ars, whichever is [less] greater. A default charge may be
coll ected only once on an installnment or a paynent due however
long it remains in default. A default charge may be collected at
the tinme it accrues or at any time thereafter and for purposes of
subsection 3 of section 408.234 a default charge shall be treated
as a paynent. No default charge may be collected on an

install ment or a paynent due which is paid in full within fifteen
days of its schedul ed due date even though an earlier install nment
or paynent or a default charge on earlier installnment or paynents
may not have been paid in full.

5. The lender shall, in addition to the charge authorized
by subsection 4 of this section, be allowed to assess the
borrower or other nmaker of refused instrunment the actual charge
made by any institution for processing the negotiable instrunent,

plus a handling fee of not nore than [fifteen] twenty-five

dollars; and, if the contract or prom ssory note, signed by the
borrower, provides for attorney fees, and if it is necessary to
bring suit, such attorney fees may not exceed fifteen percent of
t he ambunt due and payabl e under such contract or prom ssory
note, together with any court costs assessed. The attorney fees
shall only be applicable where the contract or prom ssory note is
referred for collection to an attorney, and are not handl ed by a
sal ari ed enpl oyee of the holder of the contract or note.

408.500. 1. Lenders, other than banks, trust comnpanies,
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credit unions, savings banks and savings and | oan conpanies, in

t he busi ness of meki ng unsecured | oans of five hundred dollars or
| ess shall obtain a license fromthe director of the division of
finance. An annual license fee of three hundred dollars per

| ocation shall be required. The |Iicense year shall commence on
January first each year and the license fee may be prorated for

expired nonths. The director may establish a biennial |icensing

arrangenent but in no case shall the fees be payable for nore

than one year at a tine. The provisions of this section shal

not apply to pawnbroker | oans, consuner credit |oans as

aut hori zed under chapter 367, RSMb, nor to a check accepted and
deposited or cashed by the payee business on the sane or the
foll owi ng business day. The disclosures required by the federal
Truth in Lending Act and regul ation Z shall be provided on any

| oan, renewal or extension nmade pursuant to this section and the
| oan, renewal or extension docunents shall be signed by the
bor r ower .

2. Entities making |oans pursuant to this section shal
contract for and receive sinple interest and fees in accordance
wi th sections 408.100 and 408.140. Any contract evidencing any
fee or charge of any kind whatsoever, except for bona fide
clerical errors, in violation of this section shall be void. Any
person, firmor corporation who receives or inposes a fee or
charge in violation of this section shall be guilty of a class A

m sdeneanor .
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3. Notw thstanding any other law to the contrary, cost of
col | ection expenses, which include court costs and reasonabl e
attorneys fees, awarded by the court in suit to recover on a bad
check or breach of contract shall not be considered as a fee or
charge for purposes of this section.

4. Lenders licensed pursuant to this section shal
conspi cuously post in the |obby of the office, in at |east
fourteen-point bold type, the maxi num annual percentage rates
such licensee is currently charging and the statenent:

NOTI CE

This |l ender offers short-termloans. Please read and
understand the terns of the | oan agreenment before signing.

5. The lender shall provide the borrower with a notice in
substantially the following formset forth in at |east ten-point
bol d type, and receipt thereof shall be acknow edged by signature
of the borrower:

(1) This lender offers short-termloans. Please read and
understand the terns of the | oan agreenment before signing.

(2) You may cancel this |oan wi thout costs by returning the
full principal balance to the | ender by the close of the lender's
next full business day.

6. The |l ender shall renew the | oan upon the borrower's
witten request and the paynent of any interest and fees due at
the tinme of such renewal; however, upon the first renewal of the

| oan agreenent, and each subsequent renewal thereafter, the
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borrower shall reduce the principal anmount of the |oan by not

| ess than five percent of the original amobunt of the |oan until
such loan is paid in full. However, no |oan may be renewed nore
than six tines.

7. \Wen nmaking or negotiating |oans, a |icensee shal
consider the financial ability of the borrower to reasonably
repay the loan in the tinme and manner specified in the | oan
contract. All records shall be retained at |east two years.

8. A licensee who ceases business pursuant to this section
must notify the director to request an exam nation of all records
Wi thin ten business days prior to cessation. All records nust be
retained at | east two years.

9. Any lender licensed pursuant to this section who fails,
refuses or neglects to conply with the provisions of this
section, or any laws relating to consuner | oans or commts any
crimnal act may have its license suspended or revoked by the
director of finance after a hearing before the director on an
order of the director to show cause why such order of suspension
or revocation should not be entered specifying the grounds
t herefor which shall be served on the licensee at | east ten days
prior to the hearing.

10. \Whenever it shall appear to the director that any
| ender |icensed pursuant to this section is failing, refusing or
negl ecting to nmake a good faith effort to conply with the

provisions of this section, or any laws relating to consuner
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| oans, the director may issue an order to cease and desist which
order may be enforceable by a civil penalty of not nore than one
t housand dollars per day for each day that the neglect, failure
or refusal shall continue. The penalty shall be assessed and
collected by the director. |In determning the anount of the
penalty, the director shall take into account the appropriateness
of the penalty with respect to the gravity of the violation, the
hi story of previous violations, and such other matters as justice

may require.
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