TO: Small Loan Licensees

FROM: Theresa L. Brady
Deputy Commissioner
DATE: February 1, 2006
RE: Proposed Amendments to the Regulations for the Small Loan

Regulatory Law and the Small Loan Privilege Tax Law

The Department of Banking and Consumer Finance proposes amendments to the Regulations,
dated March 1, 2002, governing the Small Loan Regulatory Law and the Small Loan Privilege Tax Law.
In general, the purpose of the amendments is to conform the Regulations to the Department’s current
practice, to eliminate obsolete provisions and to add clarification. Please find enclosed a copy of the
proposed regulations with all deletions containing a strike-through and additions being highlighted.

Pursuant to the Mississippi Administrative Procedures Law, Section 25-43-1.101 et seq., Miss.
Code Ann., notice is hereby given this date to the Secretary of State, State of Mississippi, and all other
persons required by statute to receive advance notice of this agency’s rule-making proceedings that new
Regulations are being promulgated to supersede all prior Regulations and/or Guidelines of the Department
of Banking and Consumer Finance and its predecessor agency, the Department of Bank Supervision,
governing the small loan business. Notice is also hereby given that the repeal of all prior Regulations of
this Department and its predecessor agency, the Department of Bank Supervision, governing the small loan
business and related consumer finance activities, will become effective on the same date that the new
Regulations proposed by this Notice become finally effective.

Any comments you may have concerning these Proposed Regulations must be received in writing
on or before Monday, February 27, 2006. Please submit your comments to me at the Department of
Banking and Consumer Finance, P.O. Box 23729, Jackson, Mississippi 39225-3729, or by email to
tbrady@dbcf.state.ms.us

After the required comment period, and provided that no significant changes are required, the
adopted Regulations will be filed with the Secretary of State, State of Mississippi, and the effective date of
the adopted Regulations will be on or about March 30, 2006.
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State of Mississippi
Department of Banking and Consumer Finance
Consumer Finance Division

REGULATIONS
FOR THE
SMALL LOAN REGULATORY LAW AND THE SMALL LOAN PRIVILEGE TAX LAW

SECTION 1. Purpose

These Regulations are promulgated pursuant to Miss. Code Ann. 875-67-129 of the Small Loan
Regulatory Law, Miss. Code Ann. §75-67-243 of the Small Loan Privilege Tax Law, and other applicable
statutes to establish administrative procedures required by the Department of Banking and Consumer
Finance and Fhese-Regulations shall be applicable to Licensees under the Small Loan Privilege Tax Law
and to transactions covered by the Small Loan Regulatory Law. These Regulations are not intended to
create any private right, remedy, or cause of action in favor of any borrower or against any. Licensee, nor
are these Regulations intended to apply to any business transaction of a Licensee not covered by
Mississippi Law. While these Regulations are intended to and do.supersede all prior Rules, Regulations
and Guidelines of the Department of Banking and Consumer Finance, these Regulations are intended only
to clarify the existing law (both statutory and regulatory) governing the small loan business. These
Regulations do not create any new or substantive rights in favor of any borrower or against any Licensee,
regardless of whether the loan was made prior to or after the effective date of these Regulations.

SECTION 2. Definitions

The following words and phrases, when used in these Regulations or in the related statutes shall, for the
purposes of these Regulations, have the meanings respectively ascribed to them in this section, except
where the context clearly describes and indicates a different meaning:

(@  “Actuarial Method” shall have the same meaning as it is used in the Federal Truth-In-Lending

Act in determining the annual percentage rate. required—to—be—disclosed—by—creditors—to
consumers pursuantto that Act.

(b)  “Commissioner” means the Commissioner of fielDepartmentof Banking and Consumer Finance
of the State of Mississippi.

(c) “Department” means the Department of Banking and Consumer Finance of the State of
Mississippi.

(d) “Licensee” means and—includes—every - person holding a license from the Department of
Banking and Consumer Finance to conduct business under the Small Loan Privilege Tax Law
and the Small Loan Regulatory Law.




(f)  “Pre-computed Loan” means a loan on which the finance charge is calculated for the entire term
of the loan and added to the State Amount Financed to determine the total amount of payments.

(g) “State Amount Financed” means the amount financed as defined by the Federal Truth-In-Lending
Act and Regulation Z, plus the closing fee authorized by state law; including all charges in the
amount of credit extended which are not a part of the finance charge, the total being the amount
of credit which will be paid to the borrower or to another person on his behalf. The following
are part of the State amount flnanced and not part of the finance charge (|) premrum—&neladm

crelit lisablty-inourarce: AGUBIIGOSHNON AUNNOIEEEN ASUFGRGBNBTEMUS (i) closing costs

excluded from the definition of finance charge by State law; and (iii) elosing—fees—coHected
pursuant to State law.

(h) “Agreed-Rate—of Charge”or “State Contract Rate” means the annual percentage rate of the

finance charge determined by the actuarial- method for the term of the loan, calculated on the
State Amount Financed, as defined herein.

(i)  “State Finance Charge” represents an amount.paid by the debtor for receiving a loan erincident
to-or-as-a-condition-of-the-extension-of-credit- thatis calculated by using the State Contract Rate,
the term of the note and the State Amount Financed.

()  “Term of the Loan” and—Period-of Fimeforwhich-Loan-is-Extended” means the period of time
from the date of the loan through the scheduled date of the final payment. en-sueh-tean-

(k)

()  *“The Rule of 78’s” alse-known-as-the-sum-of-the-digits-methed; is a formula used for calculating
earnings and rebates for pre-computed #astalment loans.

(m) “Total Amount of Note,” “Total Amount of Loan,” “Ameunt-of-Loan.” ETotal Payments: and
“Total Amount Repayable” each mean the total sum of payments to be paid by the borrower to
the lender according to the schedule of payments.

SECTION 3. Insurance: General

(@) All insurance policies issued by or through a Licensee or an agent of a Licensee shall be written
only through insurance companies authorized to do business in the State of Mississippi and only
through an insurance agent or broker licensed by the State of Mississippi. Only licensed agents or



brokers shall solicit sales of insurance coverage. The insurance license of the agent or broker shall
be current and conspicuously posted in the Licensee’s office.

(b) A Licensee shall not require additional insurance from or procure additional insurance for the
borrower if the borrower furnishes to the lender evidence of insurance sufficient to protect the full
amount of the lender's lien. Such evidence shall indicate that the premium has been paid and the
certificate of insurance shall name the Licensee as loss payee.

(c) A Licensee shall accept properly endorsed pre-existing insurance policies owned by the borrower at
the time of the making of a loan.

(d) Each Licensee shall maintain in its licensed office a copy of all'insurance policies issued. Records
for all policies issued by or through the Licensee or an agent of Licensee, shall indicate the name
and address of the insurance company and the insured boarrower, name of second beneficiary, type
of insurance, premium for-such-coverage - amount of coverage, term of policy, and any
property covered by such policy.

(e) Each Licensee shall maintain a file in its licensed office Containing all pertinent information

efaH claims made under any insurance sold with proof of payment made to or on behalf
of the borrower or designated beneficiary, or a signed receipt from the borrower or beneficiary
acknowledging receipt of payment.

(F) A copy of all documentation including the initial claim worksheet and all correspondence pertaining
to an insurance claim shall be maintained for twenty-four (24) months after the date of the final
transaction.

(g) Hrconnectionwith-anry-insuranee-written; An original copy of the policy or certificate shall be given

to the borrower and a copy shall be retained in the borrower's loan file.

—

(i) Inthe event of a loss, the Licensee shall,'upon being notified by the borrower of such loss, promptly
report such fact to the insurance company and when requested by the borrower, advise and assist the
borrower in completing the necessary forms to report to the insurance company or its designated
claim agent or representative. The Licensee shall exercise reasonable efforts to insure that such
claim is processed without undue delay in accordance with the terms of the policy.

(j) In the event of the payment of a loan in full one or more months prior to maturity date, whether by
cash, new loan, renewal, or refinancing, the insurance policy(ies) or certificates shall be cancelled
and the borrowers shall be entitled to a refund of the unearned portion (in excess of $2.00) of the
premium on any property insurance written through the Licensee. with Such refund being shall be
calculated under the Rule of 78’s, unless the policy or certificate calls for a greater refund amount.
Calculations shall be based en ffOfl the date of the loan to the date the loan is paid-off. In
calculating a Rule of 78’s refund, one (1) day shall constitute a full month earned.



SECTION 4. Insurance: Property

Property insurance may be written in connection with any loan on which real or personal property is taken
as collateral on the following terms and conditions:

(@)

(b)

Personal property insurance shall be written for an amount not to exceed the lesser of the total sum
of payments to be paid by the borrower to the lender according to the schedule of payments or the
value of the personal property. The Licensee may rely on borrower's representation of the value of
personal property; however, if a motor vehicle is part of the collateral for the loan, its value may
be established by a nationally recognized evaluation guide. The borrower shall furnish a list of
collateral indicating the value of each item.

The original term of insurance must not exceed the contractual term of the loan. If the term and
the amount of insurance is less than the term and the amount of loan, the term and amount of the
insurance must be shown on the contract and on the ledger card and/or sereep-print-hard -

copy.

SECTION 5. Insurance Claims

Fer—aH—msuranee—elalme A Licensee shaII malntaln MM@H#@@—W}M}—%@LH&

e the following

|nformat|on and documents for aII insurance clalms

(a)

(b)

(©)

(d)

(€)

(f)

a Fire Marshal's report or dated published public notification of such . fire or loss and a list of
collateral covered by insurance with an individual valuation of each item pledged at the time of the
loan closing for all claims on property insurance

a copy of the death certificate or a dated published public notification of the death for all claims on
credit life insurance

an original paid check issued by the Licensee to the borrower or beneficiary and/or a copy of the
check issued by the insurance company to the borrower or beneficiary indicating proper
endorsements OR a signed receipt.from the borrower or beneficiary for benefits paid by the
Licensee and/or insurance company indicating the total amount of the payment or refund

of all insurance policies assigned-andior-endeorsed-to-protect-the-interest-of-the-Licensee

and a notification or certificate of cancellation of the policy; as

eﬁ—the—lean)—and—ewdenee - of refunds of any unearned premlums as of the date of the Ioss

-, in the event the insurance does not pay the loan in full, all other insurance policies may
remain in effect until the loan is paid

a copy of the borrower’s payment history



SECTION 6. Fees

(@) Closing Fee -

(b) Appraisal Fee - Licensees may charge the borrower the actual fee for appraising real property taken
as collateral on loans secured by an interest in real property provided the appraiser is an unrelated
third party. The appraisal fee shall not be a part.of the finance charge and no portion thereof is
refundable in the event of a prepayment. If the appraisal fee is'paid from proceeds of the loan, such
fee shall be a part of the State Amount Financed. However, this fee should not exceed the
maximum amount shown on the Notification of Fees Schedule submitted annually to the
Department of Banking and Consumer Finance by the Licensee. This fee must be shown on the
ledger card angfor on a sereen-print-hard-COMPULEr generated copy.

(c) Title Opinion - A Licensee may charge a borrower, on loans of One Hundred Dollars ($100.00) or
more, a reasonable fee for the investigation of the title to any property given as security for a loan.
Sueh This fee must be paid by the Licensee to anattorney Hewever-thisfee - should not exceed
the maximum amount shown on the Notification of Fees Schedule submitted annually to the
Department of Banking and Consumer Finance by the Licensee. This fee must be shown on the
ledger card andfor on a sereen-pript-hard computer generated copy.

(d) Notary Public Fee - Neo l Licensee shall . charge or collect from a borrower any notary fee in
connection with a loan.

SECTION 7. Prepayment Penalties

In the event of the prepayment of a loan secured by an interest in real estate, the Licensee may charge a
prepayment penalty not exceeding the amounts authorized by Miss. Code Ann. §75-17-31. A prepayment
penalty may not be applied in the event of the prepayment of a loan by insurance proceeds or the

result of renewal or . refinancing of l loan by the same Licensee. The prepayment penalty and
amount must be shown on the paid-out ledger card and/or on a sereenprint-hard computer generated copy.

SECTION 8. Refund of Unearned Finance Charges

Pre-computed Loans Only:
When a pre-computed loan is paid in full prior to maturity, whether by cash, renewal, or otherwise, the
borrower is entitled to a refund of $1.00 or more of the unearned finance charges based on the Rule of



78’s.

The refund shall be based-and calculated on the number of days by which the loan is paid in

advance, less twenty (20) days.

(a)

(b)

If the prepayment is from the proceeds of insurance, the unearned finance charge may be
calculated as of the date the insurance proceeds are actually received by the Licensee.

If there is a charge on the loan for additional days to the first payment (i.e. first payment extension
charge) the following must be taken into consideration:

(i)  If such charge was included in the first payment and.the pay-off is prior to the first
payment due date, the first payment extension charge shall be fully refundable; or

(if)  If such charge was included throughout the term of the note, the first payment
extension charge is refundable based on the Rule of 78’s.

If a Licensee has any-g8 pre-computed eonsumer—credit-transaction 10an of With a term exceeding SiXty=one
(61) months, the Licensee is required to compute the refund based on'a method that is at least as favorable
to the consumer as the actuarial method. (15 U.S.C. § 1615 (b))

SECTION 9. Default Charges or Late Charges

A default charge shall not be assessed after the date of loss for any lean paid from the proceeds of
insurance coverage. Default charges shall not be deducted.from any regular payment for the purpose of
creating an additional default charge. Either of the following methods‘may be used to assess a default
charge, and such charge must be disclosed on the written contract:

(@)

Five Percent (5%) Default Charge: any installment that is ten (10) days or more in default not to

exceed the lesser of Five Dollars ($5.00) or five percent (5%) of the portion of the payment in
default. Miss. Code Ann. §75-17-15

(b) Four Percent (4%) Default Charge: any installment that is more than fifteen (15) days in default not

to exceed the greater of Five Dollars ($5.00) or four percent (4%) of the portion of the payment in
default. This charge shall not exceed. Fifty Dollars ($50.00) unless the amount of the loan exceeds
One Hundred Thousand Dollars ($100,000.00) and the term of the loan exceeds five (5) years. Miss.
Code Ann. 8§75-17-27

SECTION 10. Records

(@)

Each Licensee shall maintain certain files or records at its licensed location. The Fequired

documents and information listed ir-subsection-{b} below and-therecerds-Hsted-in-subseetions-{e}
ane(d)-below-shall be maintained in Separate folders—envelopes-orsimilarmethod-of separation
containing—original-or-hard-copies of-therequired—documents—with an appropriate index, filed

alphabetically or numerically. records may be traditional-hard—copies—printouts—from
computers, or on magnetic or on electronic

media, if readily accessible for viewing on a screen with the capability of being promptly printed
upon request. All records shall be keptfaintained for twenty-four (24) months after the date of
final transaction.



(b)

(©)

(d)

A file for each principal borrower shall be maintained and shall contain _
deed of trusts, security agreements,

financing statements, promissory notes, insurance policies, deferment agreements, releases,
cancellations, termination statements and a-statement-efloans—ora disclosure statements. All
documents pertaining to the loan shall contain the loan number.

A loan register or a copy of all disclosure statements shall be maintained in ehronelegical order
according to date of loan.

The following information shall be maintained on a loan ledger or on a sereenprint-hard -
copy:

(1) name and address of the borrower and each co-borrower
(2) date of loan and loan number
(3) total amount of payments

(4) finance charges authorized-by
(5) 2% closing fee authorized-by
(6) agreedrateofcharge
(7) State Amount Financed
(8) type of default charge authorized by Section 9 of these Regulations
(9) deferral charge
(10) credit life insurance premium, coverage, and terms
(11) credit disability insurance premium, coverage, and terms
(12) other types of insurance premiums, coverage, and terms
(13) fees paid to public officials
(14) attorney fees paid-to-exarmine title-to-real-estate fortitle'search
(15) appraisal fees
(16) terms of repayment
(17) type of collateral
(18) date of maturity
(19).« whether the loan I1s new, a renewal, or a remaking of a previous loan, and, if so, the account
number of the previous loan
(20) unpaid balance
(21) . amount and date of receipt of all payments
(22) date and amount of all default charges imposed and date and amount of the payment
thereof
(23) payments from insurance proceeds
(24) any information regarding litigation, repossession, or foreclosure pertaining to the loan
and/or the collateral
(25) if the-loan-has-been-terminated: fOrterminated loans:
(i) date of termination
(it) whether terminated by payment, renewal or refinancing
(iii) any insurance claim payments
(26) #theloands - terminated by renewal, remaking or refinancing:
(i) loan number of renewal, remake or refinancing
(it) refunds for unearned finance charge
(iii) refunds of any unearned insurance premiums
(27) real estate prepayment penalty

Miss. Code Ann. §75-17-25
Miss. Code Ann. §75-17-21




(e) Any errors in records shall be corrected by a correcting entry rather than by erasure or obliteration
with appropriate entries evidencing why, when, and by whom such correcting entry was made.

(F) All files and records shall be maintained separately under—each—tHeense so as to readily identify
business transacted under the Small Loan Regulatory Law d
(9) Licensee shall document all overpayments by the borrower and proof of all refunds.

(h) A check register shall be maintained in numerical order and the purpose of.each check issued shall
be indicated.

(i) Licensee shall maintain in-the-berrowersfie _ itemization of the amount financed l

F

SECTION 11. Loan Payoff Requests

A Licensee shall provide the loan payoff amount within three (3) business days of an oral or written
request from a borrower or receipt from a third party of written proof of the borrower’s authorization to

disclose the loan payoff amount.

SECTION 12. General

(a) Licensees must provide a written response to the Department within thirty (30) days upon receipt of
the Report of Examination. Such response must address the corrective action taken on any
violations and errors noted in the report. Such [THe reports are to be maintained in the licensed office
for two (2) years:

(b) In.the event a licensed office ceases to operate, the license shall be returned to the Department along
with information regarding the location of the loan records of the closed office.

(c) Licensee shall post and display a sign that measures at least twenty (20) inches by twenty (20)
inches in a conspicuous place and in easy view of all persons who enter the place of business. The
sign shall display bold, blocked letters, easily readable, with the following information: "This
business is licensed and regulated by the Mississippi Department of Banking and Consumer
Finance. If you encounter any unresolved problem with a transaction at this location, you are
entitled to assistance. Please call or write: Mississippi Department of Banking and Consumer
Finance, Post Office Drawer 23729, Jackson, MS 39225-3729; phone 1-800-844-2499."




SECTION 13. Violations

The Commissioner shall enforce these Regulations - any willful violation of and/or failure to comply
with these Regulations may result in the revocation of the Licensee’s license and/or a civil money penalty
not to exceed Five Hundred Dollars ($500.00) per violation.



