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INTROOtn:ED BY ,Jf;;o:·:e.t.-"l: 
A BILL FOR AN ACT ENTITLED: •AN ACT LIMITING THE 

APPLICATION OF THE RULE DF 78THS METHOD OF COMPUTING 

INTEREST AND REFUNDS ON PREPAYMENT TO LOANS AND RETAIL 

INSTALLMENT CONTRACTS MADE FOR A TINE PERIOD OF NUT MORE 

THAN 61 MONTHS; AMENDING SECTIONS 31-1-242 AND 32-5-301o 

HCA; AND PROVIDING AN IMNEOIATE EFFECTIVE DAlE AND AN 

APPLICABILITY CLAUSE.• 

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

Section 1. Section 31-1-242, MCA, is a.anded to read: 

•31-1-242. Refunds on prepay.ent. Lll Notwithstanding 

the provisions of any re1:ai1 installlll!nt contract to the 

contrary. any buyer .ay prepay In full• at any tl.a before 

eaturity, the debt of any retail lnstall.ent contract and in 

so paying such debt shall receive a refund credi~ the~eon 

for such anticipation of pay-nts. 

(Z! In ft cgntract where thg period pf th@ contract 

does not exceed 61 wgntbs, the ~ a.aunt of such refund 

shall represent at least as great a proportion of the 

finance charge as the sua of the eonthly tl•e baldnces 

beginning 1 ~nth after prepay•ent is .ade bears to the su• 

of all the eonth1y time balances 'under the schedule of 
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LC 0119/01 

payaent In the contract. llhere the a- of credit is less 

than st., no refund need be aade.• 

Section 2. Section 32-5-301, NCA, is a.ended to read: 

•32-5-301. Charges, re~unds• penalties• filing fees. 

(1, EYery licensee hereunder .ay contract to~ and receive on 

any loan of -ney not exceecnng SloOOO In principal ••nmt: 

(a) char-ges at rates not in -cess of" s2o per yec.r per 

SlOO on that part of the principal a~t.of the loan not 

exceedi ng s 500; 

(b) Sl6 per year per SlOO on that part of the 

principal a.aunt o~ the Joan exceeding S500 but not 

exceeding st,ooo. 

(2) The holder of a supple.antary license aay contract 

for and receive charge-s at rates avt:horized for licensees in 

subsection (1) for the first SloOOD of the principal a.aunt 

of any loan and •ay contract for and receive charges at 

rates not in excess of $12 per year per SlOO on ~ha~ part of 

the principal a•ount of any loan·excaeding Sl•OOO but not 

exceeding $7,500. 

(3) Charges in (1) and (2) shall be co•puted at the 

applicable rates on the full, original principal a.ount of 

the loan fro• the date of the loan to the due date of the 

final scheduled installment irrespective of the fact that 

the loan is payable in ins·tall.ent.s. Said charges shall be 

added to the principal o~ the loan and shall not be 
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disc-ounted or deducted therefr-011 or paid or received at the 

tiMe the loan is ~ade. For the purpose of co.puting charges 

for a fraction of a aonth, a ·day shall be considered 

one-thirtieth of a •onth. 

(It) on loans of ·s90 or less a 1 icensee .ay charge., in 

lieu o'f c·hal''ges speCified ;_, (1) of this section., not in 

excess of Sl ¥or each $5 of cash or credit advanced to the 

borrower up to the a.aunt of S90. A period of at least 15 

dayS aust be allowed for the rapay.ant ~f each S5 cash or 

credit adVanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over S90 or on any balance 

of $90 or less when the original loan vas greater than S90. 

(5) When any loan contract. new loanw rene~~~a)y or 

other-ise. toe a periOd of npt wqre than 61 MQatbl :is. paid 

In ·full by cash 1 .oath o~ .o~e be~o~e the final install .. nt 

date, the licensee shall ~e~und o~ ctedlt the bo~~owe~ with 

that portion of the· total cha~ges which shaH be due the 

bor~owe~ as dete~eined by schadu,es prepa~ed under the ~ule 

o~ 78ths or su• of the digits p~lnciple·a& folloiiS: the 

a.aunt of the refund or c~edi~ shall be as great a 

propo~tfon of the total cha~ges o~lglnally'cont~acted fo~ as 

the su• of the consecutive- aonthly balanCes or- the cont,.aet; 

scheduled to fo11ow the date of prepapent bear• to the sue 

of all -the consecutive 110n'thly balances o-t t.he contract. 

both su•& to be ·deter•lned according to the pay-nt schedule 
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originally·contracted for. 

(6) If the contract so provides, ~he additional charse 

for any amount past due aCcording to the oriyinal terms of 

the contract, whether by reason of default or extension 

aqreeeent, •ay be 5t of the a~unt past due• and said a.aunt 

may be charged once and no .are. 

(7) (a) The licensee •ay Include in the p~incipal 

aooount of any loan the actual fees paid a public official or 

aC)en...:y of the state for' filing. recording, or releasing any 

ins~rueen~ securing the loan. 

(b) The 1 icansee •ay include in the principal aiDOunt 

of any loan bona ~ide ·charges related to real estate 

security and paid to third parties. including; 

{i) fees or pre•iu.s, for title exa•inationy title 

insurance 9 or si•ilar purposes. including survey; 

( i I) fees fo~ preparation vf a deede settle.ent 

statement, or ot.her docullents; 

<leech 

(Iii,. fees fo~ notarizing deeds and other docu-nts; 

(iY) app~aisal f..,s; 

(v) fees for credit reports; and 

(Vi) fees pai·d t:o a· tr~~Staa for release of a -trust 

(8) No further o~ other charges shall be directly or 

indirectly contracted for or received by any· licensee except 

those specifically aut:horl zed· bY this· chapter• No·· licensee 

-4-
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shall divide Into separate parts any contract ._de for' the 

purpose of or with the effect of obtaining chllf'g<!n• In excess 

of those authorized' by' this chaptero All ba•ances due to a 

licensee from any person as a borrower or as an endorser~ 

guarantor, or surety for an.y borFower or otherwise or due 

fro• any hUsband or wife• jointly or severally• ~11 be 

considered a p·art of any loan baing aade by a· licensee to 

such person ~or the purpose of c~ting in~erest -·or 

charges. If" any a.ount in 'excess of the charges per•i tted by 

this chapter is charged• contracted tors and -received, 

except as the result of an acchtental and bona "fide errer of 

co•putation 9 the licensee shall ·have no right to collvct or 

receive any charges. 

(91 On any loan of -ney exceeding S1t500 In principal 

aiiOUnt. a 1 i censee •ay not illak8 charges as provi dtld in 

subsections (11 and (2) but shall Mke charges In ~cordance 

with the provisions of this subsection th~ough subsection 

(12). 

(101 on any loan of .Oney exceeding $7,500 but not 

exceeding $25~000 in p~incipal a.ount~ d licensee may 

contract and receive-charges at a rate not in excess of 2* 

per .onth on the principal a.ount as follows: 

(at Charges shall 'be co•puted on unpaid balances of 

the principal amount outstanding fro. ti.e to ~i.e for the 

actual tl•e outstanding. Each payaent shall be applied 
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first to , accu..,lated charges and the re-~nder of the 

payaent applied to the unpaid principal balance• except that 

if the MIOun~ of the pa.,...nt is Insufficient to paJ the 

accu.ulated cha~ges, unpaid charges continue to accuaulate 

to be paid froa the proceeds-of ·subsequent pay~nts and are 

not added to the principal balance. 

(b) Charges ~~ade under ··this subsection lliiY not be 

payable in advance or 'oapoundad. However. it part or all of 

the consideration ~or a new loan contract is the unpaid 

principal balance of a prior loan• the principal a.aunt 

payable under such new loan contract aay include any.unpaid 

charges which have accrued. The resulting loan ~ontract is a 

new and separate Joan transaction for all purposes. The 

principal balance· of a prior loan on which ~harges have been 

made pursuant to subsections (1) and (2) Is the balance du• 

after refund or credit ts given to the bor~ower pursuant to 

subsection (5). 

(11) For purposes of computing charges for a fraction 

of a month• a day is considered one-thirtieth of a ~nth. 

(12) The provisions of subsections (5) and (6) do not 

apply to loans made under subsections (9) through (11). 

(13) The a~unts of S90, S500, s1,ooo, $7,500, and 

$25,000 in subsections (1)• (Z)• ('t)t (9h and (10) are 

subject to change pursuant to the provisions of 32-5-104-on 

adjustaent of dollar aaounts.• 

-!>-
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1 NEW SfCTIQN. Section 3. Li•itat.ion of rule of ·78t.hs. 

2 1l1e suo of the MOnthly-u- balances ooethod of cOIIpUting 

3 interest or refunds on· prepay•ent, which is also known as 

~ the rule of T8ths• .ay not be used in any loan agree.ent or 

5 retail install~At contract unless the ter• of t.he toaa or 

6 contract does not exceed 61 ~nths. 

7 MEM SECI!QM,. Sect I on "• Effective data. This act iS 

8 effective on passage and approwal. 

9 NEW SFCIIQNo Section 5. ApPlicability. This act 

10 applies only 'tO 1oan agree.ahts and lnstall.ent contracts 

11 entered into after the eft'ective date of this act. 

-End-

-7-



; 

~8th Legislature HB 02lt4/02 

1 

2 

3 

4 

5 

b 

7 

8 

q 

10 

11 

12 

13 

14 

15 

16 

l7 

18 

19 

20 

21 

22 

23 

24 

25 

Approved by Committee 
on Business and Industry 

HOUSE BILL NO. 244 

INTRODUCED BY FABREGAt CHRISTIAENS 

A BILL FUR AN ACT ENTITLED: •AN ACT LIMITING THE 

APPLICATION OF THE RULE OF 78THS METHOD OF tOHPUTING 

INTEREST AND REFUNDS ON PREPAYMENT TO LOANS AND RETAIL 

INSTALLMeNT CONTRACTS MADE FOR A TIME PERIOD OF NOT MORE 

THAN bl MONTHS; e!Ull!.lllltlli..ElllLB.lll!tiiL~J;I!ll..liiLe&f.eUIIflU 

~-LO!J!IS_Qft_~Dd!BA~-f!~fUlti~-HONIHS; AMENDING SECTIONS 

31-1-242 AND 32-5-30lt HCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY CLAUSE.• 

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

Section 1. Section ~l-l-Z42t HCA, is a•ended to ~ead: 

•31-1-242. Refunds on prepayment. ~ Notwithstanding 

the pro~isions of any retail installment contract to the 

contrary, any ouyer •ay prepay in fullt at any time before 

•aturity1 the debt of dny retail install.ent contract and in 

so paying such debt shall receive a refund credit thereon 

for such anticipation of payment~. 

i~l--lD-a~QQ~La't-~~~-lb&-~LiQU-_gf __ ~ne~a~~ 

l12.eli. __ Jlll.t __ u.:;usL...!>L-1UHI:t.bn-lbe fhe a110unt. of such refund 

shall represent at least as great a proportion of the 

finance charge as the sum of the monthly t i.me balances 

be•:;ti nnin-J l month after prepayllent is 1Pade bears to the sum 
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of all the monthly tiMe balances under the schedule of 

payment in the contract. Where the aaount of c;redit is less 

than Sly no refund need be ~ade. 

iJ.l--liL-All.l..__l:.~IB.AC.Llttlf.I!.Llt!f._ef!UO!LQL.I.I:IL.t.Dtii&AU: 

f~f.llLli.Ll!O!HHh-!tlL!IWUtiLllf...Sl!!J:LB.ffl!Wl_I S !HE PDB.llD~ 

llf..._I.I:lf __ DB.J.JallAL_flJ!IAili~--UIAB.l&f_I.I:IAI..lL!l!eJ..l.UIILf-I!LAL.L 

El.IUX Uli!EXPlB.f.ll--H.CilUtiS--lii__!Hf__i;Oti!B..t.l:.L-li_llJUlil.~Ai.l.l: 

.:i.CJ:ifLll!L.flLDB..J.LW::Ef.I!.B.cll.L-ll.Jl.EE.f..&B.Ela..EW.LIIliWili_!HE QA!E Of 

eB.Eilliflil.e. __ fUI!. __ ItiU-fU&I?.IJ..:i.E....J.ti.LAI!EL.ll.ll.ll.l.f_r.tiAB.lif..J.~ 

L.W.B.lOf..Il:I!I-lllliii.ILii!llEJ!EfiLU!itlf.ll..ElllLitlALI!E&.lllQ.~.-.J.E_-IIiE 

J;.QtiiB.AlJ __ IIIE.Rf __ t!Ol _ _f&f.WIIJ!lil~IU--BX 1t PeL Xllll.li._!lLI.I:ILlUifA.lll 

l!IU!iUU.LII!.L.!~f.s.-!LtDRUl!iJi..lli.J.tlf __ !~Ill!l!.l6L-ltfil!QIU--II:iE 

AtiW6L_l!fB~I!iif.._8Alf--Dl~L!l.:i.W-.el!&SJ.!Atii-IILEfllfRAL LAWs 

D6.:i.fQ_JJ!I-Itlf._A~I!Hf!lO~--l~-ALL--l!AtMEHIS _ _IIIf&f KADE AS 

DB.~ltiALLl-~f2ULf!!£• 

Section 2. Section 32-5-301, MCA, is amended to read: 

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

(1) Every licensee hereunder may contract for and receive on 

any loan of money not exceeding Sl~OOO in principal amount: 

(o) charges at rdtes not in excess of SZO per yedr per 

$100 on that part of the principal amount of the loan not 

exceeding S500; 

(b) S16 per year per $100 on that part of the 

print:ijJal amount of the loan exceeding $500 but not 

exceeding ~l~ooo. 

liB 244 -z­
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(2) The nolde~ of a supple~ntary license may contract 

fo~ and receiY9 charges at rates authorized for licensees in 

subsection ll) tor the firs~ st,ooo of the ~rincipal a•ount 

of any loan and may contract for and receave charges at 

rates not in excess oF SlZ per year per $100 on that part of 

the principal a.aunt of any loan exceeding $1,000 but not 

exceeding $7,500. 

(3) Cha•ges In (1) and (2} shall be coaputed at the 

applicable rates on the fullt original principal amount of 

the loan fro• the date of the 1oan tu the due date of the 

final scheduled installaent irrespective af the fact that 

the loan i$ payable in install.ents. Said charges shall be 

added to the principal of the Joan and shall not be 

discounted or deducted therefro• or paid or ~eceived at the 

time ~he loan is •ade. For the purpose of computing charges 

for a fraction of a month 9 a day shall be considered 

one-thirtieth of a month. 

(4) On loans of S90 or less a licensee may charge. in 

lieu of charges $pecified in (1) of thi$ section. not in 

excess of sl for each $5 of cash or credit advanced to the 

bo~rower up to tne amount of S90. A period of at least 15 

d3ys must oe allowed for the reparment of each S5 cash or 

credit advanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over $90 or on any balance 

of 190 or less when the original loan was greater than $90. 

-3- liB 244 
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(5) LAl When any Joan contract, new loan. renewdlt or 

othe•wise? ~~~~~~2!-»ot aore_tban_~l_mgfitni Is paid 

in full by cash 1 month or more before the final install~nt 

date, the licensee shall refund or credit tne borro•er with 

thdt portion of the total charges which shall be due the 

borrower ~s determined by schedules preparea under the rule 

of 18ths o~ su• a~ the digits principle as follows: the 

a•ount of the refund or credit shall be as great a 

proportion of the total charges originally contracted for as 

the sum of the consecutive •onthJy 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 su•s to be determined according to the payment schedule 

originally contracteu for. 

Llll WHEN Alfl _ _LlJ~ctilJU.U.I- NEW L.iJMU.JifW;IfAJ.L_lJR 

llldE&HlSE£_EQ&_A_£fRL!JlJ_yF.MOiE-IHAN_~l-aaai~-~ P•!D iH 

E\11.1.-BL.f::I.SH lJIIILtlll!IItLWL.!I!lltE 8EF!I&LII:I£-El!IALll!lli&l.l..ll£tt! 

lJUEL-IllL~E£-!il:lll.l.-ll.EWW..l!Lt.&flULlliLl>li&Rllllf&_Jtllll 

IllAL-ED&Il~f_lllf_IlliAL CHA&G~~&l_l~UUE~LJ>PRRQWkR 

lliAI-l.S.-AUUC.&Bl.LilLAl.L..EW.i...l.__UtiUf.l&ElJ __ I!QldliL_IN IH F 

L!lt!l!&.lC.I ___ ,ti_ __ C!tl.li!fb.lll_~.ti.f.WJLfiL_OIL-lL_Dlla&E.W1-A.S 

DEffaiED£_EnLl.UW!H,_lllE-D&LE_llE-f&f£Ali!Eala-Ell&_IIiLS_PUBPQSE 

II:ILAeeL..U:.&SU.-C.d&&liL~.SJti£-C.i:l&&liE..Iitut:IL..WWll.ll__l:lll£f_laf.Elll 

-'A&llt.ll_ _ _EWL__ltlo\L__!;llla&Ai • .h--.lf__{;tiAII!if.L_I;jAQ JliOT BEJilf 

e&llW!eUIEILL.AL.Aff.l.UIIIliJ!J_IJ:ili...Ul!leAli!_eu~£llALII&LAI££LJU 

-It- liB Z4lt 
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ll:tLAUUA&.&.ALI!E Il!WlL-Il:!Lt.fltiUALfEKElilAliL-RAlL PI S CLOSE P 

eUUIWil-lO-EEUERALJ.t.lf_llA~Eil-ll!I_Il:!E-AllU!!i!.lllliLI!:IALAJ.L 

e&.!:!lf.lilLit.E&L!IAUE_&Lll&l&lllt.l.LX..Sl:.HE OUL ED..__fQIL_AJ.L_L.~ 

ll:IALJiU __ B.E___.S Wl.l El:.Ll!LllllLlll:.llll:h...I.I:t.t.&JOU AR F C DMfUlE ll 

l!llllt.l.LY-l!l-li:!EJA!IE-!IAUHE&-U~EU-lll--UE!E&!L!IE__IHF ANNUaL 

I!.Eal:.E!IIA~-&AlE£ 

(b) If the contract so provide~, the additional charge 

for any amount past ~ue according to the original ter•s ~f 

th~ contra c. t, whether by reason of default or extension 

agreement, may be St of the amount past due, and said a~ount 

may be cnarged once and no mare. 

(7) (a) The 1 icensee may include in the principal 

amount of any loan the actual fees paid d puolic official or 

dgency of the state for filing, recordingt or releasing any 

i nstruruent sec·.1r i ng the 1 oan. 

(b) The 1 icensee •ay include in the principal amount 

of any loan bona fide chorges related to rP.al estate 

security and paid to third parties. including: 

(it fees or premiums for title examination~ title 

insuranc~, or similar purposes, including survey; 

(ii) fees for preparation of a deed, settle.ent 

statement, or other documents; 

(iii) fe@S for notarizing deeds and other docu~ents; 

(iv) appraisal fees; 

(~) fees for credtt reportsi and 

-5- HB 244 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

zo 

ll 

22 

23 

24 

25 

HB 0244/02 

{vij fees paid to a trustee for release of a trust 

deed. 

(B) 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 exce5S 

of those authorized by this chapter. All balances due to a 

licensee from any ~erson as a borro•er 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 co•puting interest or 

charges. If any a•ount 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. 

(9) On any loan of money exceeding STt500 in principal 

amount, a licensee may not make charges as provided in 

subsections tl) and (2) but shall ~ake charges in accordance 

with the provisions of this subsection through subsection 

(12). 

(10) On any loan of money exceeding ~7.soo but not 

exc.eedin~ S2590UO in principal amount, a 1 icensee may 

-b- HB 244 
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contract and r~ceive charges at a rate not in excess of L' 
per .onth on the principal a.ount as follows; 

(a) Charges shall be co•puted on unpaid balances of 

the prlncipal aaount outstanding fro• tiae to time for the 

actual time outstanding. Each payaent shall be applied 

first to accumulated charges and the r~•ainder of the 

pay•ent applied to the unpaid principal balancer except that 

if the a~unt of the payaent is Insufficient to pay the 

accu•ulatea charges, unpaid charges continue to accumulate 

to be paid from the proceeds of subsequent pay•ents and are 

not added to the principal balance. 

CD) tharJes made under this subsection •ay not be 

payable in advance or compounded. Howe~ery if part _or all of 

the consideration for a new loan contract is the unpaid 

i)rincipa-t balance Of a prior loan, the lo)rinc.ipal aaount 

payable under such new loan contract •aY include any unpaid 

charges whtch have accrued. The result.ing loan contract is a 

new and separate loan transaction for all purposes. The 

principal oalance of a prior loan on which charges have been 

20 made pursuant to subsections (1) and (l) is the balance due 

21 after refund or credit is given to the borrower pursuant to 

ZZ subsection (5). 

23 (11) For purposes of computing charges for a fraction 

24 of a month, a day is consiOered one-thirtieth of a month. 

Z5 (12) The provisions of subsections (5) and (6) do not 
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apply to loans made under subsections (9) through (11,. 

(13) The amounts of $90, $500, SltOOOt S7t50o, and 

$25 1 000 in subsections (1) 1 (2)• (4), (9), and (10, are 

subject to change pursuant to the provisions of 32-5-104 ~n 

adjustment of dollar amounts.• 

MEH-~lOUa Section 3. Limitation of rule of 78ths. 

The sum of the monthly time balances method of computing 

interest or refunds on prepayment, which is also known as 

the rule of 78ths, may not be used in any loan agreement or 

reta i 1 install~nt contract unless the ter• of the loan or 

contract does not exceed 61 monthS• 

~W SECTIONa Section 4. Effective date. This act is 

effective on passa9e and approval. 

NfM-~~IlQB£ Section 5. Applicability. This act 

applies only to loan agree~ents and inst~11Ment contracts 

entered into after the effective date of this act. 

-End-

-8- H8 244 
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HOUSE BILL NOo Z~~ 

INTRODUCED BY FABREGAt CHRISTIAENS 

A BILL FOR AN ACT 

APPLICATION OF THE 

INTEREST AND REFUNDS 

ENTITLED• •AN ACT LIMITING THE 

RULE OF 78THS NETHOD OF COMPUTING 

ON PREPAYMENT TO LOANS AND RETAIL 

INSTALLNENT CONTRACTS MADE FOR A TINE PERIOD OF NOT NORE 

THAN 61 MONTHS; f&QrlDIN§ FQR REFUND QR CREDIT QN PBEP&XKENJ 

QIU.QMjS OR CD!tT&M.ll_t;XtfEDING 61 l!!lNTifll AMENDING SECTIONS 

31-1-242 AND 32-5-301, MtA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPLICABILITY CLAUSE.• 

&E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA; 

Section I. Section 31-1-2~2, NCA• Is a.ended to read: 

•31-1-242. Refunds on prepayeent. LLl Notwithstanding 

~he provisions of any retail iostalJ.en~ contract to the 

contrary, any bUyer aay prepay in full, at any tlae before 

aaturity, the debt of any retail install .. nt contract and in 

so paying such debt shall receiYe a refund credit thereon 

for such anticipation of pay .. nts. 

~--ln-a-'ontract wbwre the -U&Liod_ pf the contract 

~ not ex~d 61 •onth~ fhe a.ount of such refund 

$hall represent at least as great a proportion of the 

·finance charge as the sua of the Monthly time balances 

beginning 1 aonth after prepay•ent Is ~ade bears to the su• 
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of all the monthly tiMe balances under the schedule of 

pay•ent in the contract. Where the a~unt of credit is less 

than Slt no refund need be Made. 

L1} IN" ·~~QMlRAtl WHERE THE pE&lPP DE THE tDNTRAkJ 

t;KE~IlLllllftlllh..JIIL&ItDU!Il Qf SUttt 8EEUND IS l!IE PQBTIQN 

pf__IUf QRIGibAl_~~CttA8GE IH&l IS APPLICAalE TO ALL 

flll.L.X--UI!IUel.Bei-11QNTI:IS l~ THE tDNIRAtT AS ORlGINALLY 

~llllLfJLll&...ll....llE.ffllRSb...A-PffE&IW4.. fOLLllj!I!tG IIIIi DUf Qf 

eaeeAYitfNI.__fU& __ l!ILS PUBPQS~ IHf APPLltABLE CHARGE lS THE 

t~GE THAT-WQULQ_ijAVE BFfN FAR~EQ FOR IHAl_~RIDQo If _twE 

tlltilll.MJ_Iff&f--IIIIU_..J!&fklltl!lllflla BX APPLl1WiJQ._THE YNPAI P 

e&JDCIP&L BALA~ts_AktDRQIHG TO THE ACTUAal~~__J~ 

ANNUAL ef&~!Aaf__8A1f__OISCLQSEO fUBSUANT~PfRAL LAif• 

BASED ilN lllf..AllU!IPTION JI:IAL..AJ.J.-U:t!Wiil lfERE KAOE AS 

~lfULLLKI:!~UUJb• 

Section z. Section 32-5-301, MCAt is a.ended to read: 

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

(lJ Every )icensee hereunder •ay contract for and receive on 

an1 loan of money not exceeding Sl,OOO in principal aaount: 

(a) charges at rates not in excess of $ZO per year per 

SlOO on that part of the principal aaount of the loan not 

exceeding S500t 

!bl $1~ per year per S100 on that part of the 

principal a.Ount of the loan exceeding SSOO but 

exceeding ll,ooo. 

not 

T H I R D 
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(Z) The holder of a suppleMentary license .ay contract 

for and receive charge• at rates authorized for li~ansees ;n 

subsection (l) for the first St,ooo of the princlp•l a.aunt 

of any loan and aay contract for and receive charges at 

rates not in excess of S12 per year per SlOO on that part of 

the principal ~unt of any loan exceeding sl,OOO but not 

exceeding s7,SOO. 

(3) Charges In (11 and (2) shall be co.puted at the 

appl ic:able rates on the full, -original principal eaount of 

the loan fro• the date of the loan to the due date of the 

final scheduled installMent irrespective of the fact that 

the loan is payable in install .. nts. Said charges shall be 

added to the principal Of the loan and shall not be 

di5countad or deducted therefro• or paid or received at the 

ti ... the loan i5 •ada. For the purpose of co•puting charges 

for a fraction of a •onth, a day shall be considered 

one-thirtieth of a wonth. 

(4) On loans of S90 or less a licensee •ay charge, in 

lieu of charges specified in (1) of this section. not in 

excess of Sl for each $5 of cash or credit advanced to the 

borrower up to the a.aunt of S90. A period of at least 15 

days .ust be all owed for the repay~~ent of each S5 cash or 

credit advanced. Such charges cannot be assessed bV any 

~ubterfuge or device on any loan over S90 or on any balance 

of S90 or less when the o~iginal loan was greater than $90. 
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(5) L&l When any loan contract• neM loan• rana•al• or 

otharwi ••• fliL...ii .. Jllld.llLof not. W>ftl tbilDJlLBalliA I& pal d 

in full by cash 1 .anth or .are before the final install .. nt 

datet the licen$ee shall refund or credit the borrower with 

that portion of the total charges which shall be due the 

borrower as deter•ined by schedules prepared under the rule 

of 1Bths or sue of the digits principle as follows: the 

a•ount of the refund or credit shall be as great a 

proportion of the total charges originally contracted for as 

the sua of the consecutive aonthly balances of the contract 

scheduled to follow the date of prepayment bears to the su• 

of all the consecutive .anthly balances of the contract, 

both su•s to be deter•ined according to the pay .. ftt schedule 

originally contracte~ for. 

I&J WHEN MY LQAH CQNIBA'I• ttfM LQANt BEMEMALe OR 

DTHEBtf{SE, EQI A..J!.E.B.1QO Qf !c&E THAN 61 NJNIHSe 1$ pAID IN 

EIJU.-BL<ISH DNf...JiQIIIILQR M!Wf AFFOIF TtJC FINAL INSTULMfNT 

i1Ub ... DILI..lalii1.E£ .... ~U.UL RliEUNU DR C.REUII IULAU&BO!IER WITH 

IUA!...-EQ&l1Qk......Qf...IH£...IQTAl CHARGES THAl...lS DUE IH~DBBQWER 

~ IS A£PLICABL£...1Q ALL FULLY UNEXPIKED _ao8IHS IN THE 

r.Jiltl&&r.I AS PIU.Gl.III.U.U: SCHE!MJLEP QILJf_QU'ERftEQ• AS 

ii.E£E&&£Q• EDllOMLMG IUE DATE Of PIEeAYMEMT. EQ& JHIS PuRPOSE 

IH.E...A!eLltABL£-'H&BGE IS THE CHARGE WUICH WQULQ HAVE 1£~ 

UQ.ED EQB .....IHAI C.OIUU!;I• If CHAilGES-1:141L..JUU_HU 

U.Et.WifW:.Eil.LU ... AULYllil!i.....IILI.H£ UNPAI 0 P8IIKJ.UI....D6LA!II;b...U 

_,_ HB 2 .... 



1 

2 

3 

... 
5 

6 

7 

8 

9 

10 

11 

12 

13 

l"t 

15 

16 

lT 

18 

19 

zo 

21 

22 

23 

24 

25 

HB OZ·H/02 

lUC-ACIU+BlAL HflHUDL_~E ANNUAL PE~EMTA&E lATE DISCLOSED 

eUBSUAMl--lCL_fEDf&AL__LjM BASEQ DN THE ASSU!PIIDN THAT ALL 

eAX!£Ml~W£Rf_!A~QR!G!NALLY SCHEQUIFQ. -EQ&__ALL__LQ&MS 

IHA! __ a&I--ac__5UBJEti TO THIS SEtiiQNo CHARGES ARE tQNPUJfQ 

l¥LilAlLX IN 1~-SA!f NANNfB USED 10 DEIERNLHf__JHE ANNUAL 

e£&CcMIAGE RAJ~ 

(6t If the contract so provides. the additional charge 

for any aaount past due according to the original teras of 

the contract, whether by reason of default or extension 

agree•ent, •ay be 5t of the a.aunt past due. and· said a~unt 

•ay be cnarged once and no •ore. 

(7) (a) The licensee aay include in the principal 

a~unt of any loan the actual fees paid a public official or 

agency of the $tate for filing, recording. or releasing any 

instruaent securing the loan. 

(b) The licensee aay include in the principal aaount 

of any loan bona fide charges related to real estate 

security and paid to ~hird parties, including: 

(i) fees or pre•iuas for title exa•ination~ title 

insurance, or si•ilar purposes. including survey; 

(ii) fees for preparation of a 

statement, or other docu.ants; 

deed, settle.ent 

Ciii) fees for notarizing deeds and other docu~nts; 

Civ) appraisal fees; 

(~, fees for credit reports; and 
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(vi) fees paid to a trustee for release of a trust 

deed. 

(8) No further or other charges shall be dlrec~ly or 

indirectly contracted for or received by any licensee except 

those specifically authorized by thi• chapter. No licensee 

shall divide into separate parts any contract •ade 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 fro• any person as a borrower or as an endorser. 

guarantor• or auretr tor any borrower or otherwise or due 

fro• 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 co•puting interest or 

charge~. If any a.ount in excess of the charges per•itted by 

this chapter is charged. contracted for, and received, 

except as the result of an accidental and bona fide error o~ 

computation, the licensee shall have no right to collect or 

receive any charges. 

(9} on any loan of •oney exceeding $7,500 in principal 

aMOunt, a licensee may not aake charges as provided in 

subsections (1) and (2) but shall make charges in accordance 

with the provisions of this subsection through subsection 

ClZ)• 

(10) on any 

exceeding S25,000 

loan of money exceeding $7.500 but not 

in principal amount• a licensee .ay 

-6- HB Z4"t 
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contract and receiVe charges at a rate not in excess of 2' 

per .anth on the principal a.aunt as follows: 

(al Charges shall be co.puted on unpaid balances of 

tha principal a.oun~ o~standlng froe tiea to ti .. for the 

act~al ti~ outstanding. Each payeant shall ba applied 

first to accu•ulated charges and the re.ainder of the 

pay•ant applied to the unpaid principal balance. except that 

if the aeount of the payeant Is insufficient to pay the 

accu.ulated chargest unpaid charges continue to accu•ulate 

to be paid froa the proceeds of subsequent pay .. nts and are 

not added to the principal balance. 

(bl Charges aada under this subsection eay not be 

payable in advance or co•pounded. However, if part or all of 

the consideration for a new loan ·contract is the unpaid 

principal balance of ., prior lo.,n• the princip•l a-nt 

payable under such neM loan contract .. , Include any unpaid 

charges which have accrued. The resulting loan contract is a 

new and sepa~ate loan transaction for all purposes. The 

19 principal balance of a prior loan on which charges hawe been 

ZO aada pursuant to subsections (11 and (Z) is the balance due 

21 a~ter refund or credit is given to the borrower pursuant to 

22 subsection (51• 

23 (111 For purposes of coaputlng charges for a fraction 

24 of a .anth• a day is considered one-thirtieth of a •onth. 

25 (121 Tha provis;ons of subsections (5) and (6) do not 

-7- HB Z++ 

1 

z 
3 

4 

5 

6 

7 

s 

9 

10 

11 

12 

13 

H 

15 

16 

HB 02"t-'t/OZ 

apply to loans eade under subsections (9) through (111• 

(131 The a•ounts of $90• S500, $1•000• $7,500• and 

$25.000 In subsections (IJ• (21• (+)• (91• and (101 are 

subject to change pursuant to the provisions of 32-5-L04 on 

adjust•ent of dollar a•ounts.• 

MEM SFCilQNa Section 3. Li•itation of rule of 78ths. 

The sum of the •onthlJ ti•e balances eethod of coMputing 

interest or refunds on prepay.antt which is also known as 

the rule of 78thst •ay not be used in any loan agree .. nt or 

retail install.ent contract Unless the tera of the loan or 

contract does not exceed 61 .anths. 

MEN SECIIUaa Seetlon ~. Effective date. This act is 

effective on passage and approval. 

~ftllQMa Section 5o Applicability. This act 

applies only to loan·agree•ents and install~nt contracts 

entered into after the effeeti·ve date of' this act. 

-End-
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HOUSE SILL NO. 244 

INTROOUCEO BY FABREGA• CHR!STIAENS 

A Blc l FOR AN ACT ENTITLED: 0 AN ACT LIHITING THE 

APPLICATION OF THE RULE OF 78THS METHOD OF COMPUTING 

INTEREST AND RtFU~DS ON PREPAYMENT TO LOANS AND RETAIL 

INSTALLMENT CONTRACTS HADE FOR A TIHE PERIOD OF NOT HORE 

Til AN 'I MONTHS; el!iJl!lJll!IJLflliLB!ifll/ilUllLillllli_gJLJ!&E£AX!IEIU 

lltLLJt!iS_Q8-Lll!ilB.AI:.LS_IiJ!Uiilll!lG bl MOIU!!Si. AMENDING SECTIONS 

31-~-242 AND 32-5-301• HCA; AND PROVIDING AN IMMEDIATE 

EFFECTIVE DATE AND AN APPliCABILITY CLAUSE.• 

BE IT ENACTED BY THE LEGISLATURE OF rHE STATE OF HONTANAt 

~ection 1. Se~tlon 31-1-242, MCA, is a~ended to read: 

"31-1-242. Refunds on prepayment. lll Notwithstanding 

the nrovi~ions of any retail InstallMent contract to the 

cnntr~~Y• any bu~er may preoay In full, at any time before 

~aturitv• the debt of any retail Installment contract and in 

so paying such debt shall receive a refund credit thereon 

for s1ch anticipation of payMents. 

!~1--lD-a_caat~~t-~e~&-the--~~iaa__Qf __ the--~atLa~ 

dQ~S--Dat--e&~etd __ 6l__mQU1~-tDe ~he amount of such refund 

sh~ll .-~present at l~ast as great a proportion of the 

financ~ charqe as the sum of the monthly tiMe balances 

beqin,ing 1 month after prepayment is made bears to the sum 
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of all the monthly tiMe balances under the schedule of 

payment in the contract. Where the amount of credit is less 

than Slt no refund need be Made. 

L~l--l~--'~-l:.lliU&Atl-~EBf-I~E-fliBlUll-llf_LU~BAI:.l 

UU~:l-2LI!!ltlll:!h-IIIf-Al!DUt1Lllf..sw:ti-8UilNil IS THF PURUlltl 

llE __ l~l--llRILlti4L--EltiAti!:.f__I:.~~-IHAI_lS-AfPLltAaLE-lll~ 

EULLl--~E!Pl81iD--~S--1ti __ ~~84CL__A:i_--DRlGIN&LLX 

SI:.~EllULEC_IJB-IE-llfEE88EC&~_lllifliB&fll• EIJLLll~6-I~ALf_llf 

P&EP4l8Etll&--fll!--ltilS_fU8fC~&-IHE-AeeLlCABLE-!:.d4&Gf..LS-!IIf 

~I:!!B6E_Id4I-WQULC_H4~-BEEtl_fA8tlliD_EUB-IHALPEBlDDL--1E--IIIf 

I:.CtiiB!I:.I--~EBf __ ~I--e&EI:.llaeUIIiCL--Bl-APPLlltiG-lll-LU~U~fAlll 

PBl~l:.lPAL-BALA~~f&-~~tiG-Ill-IHf__AI:.lUABlAL __ HiildUCA--lllf 

AtltiUAL--PEBtEtiiA6E--BAif--lllStLUSfU-PUBS~Llll_fli~LAW£ 

BA~fC_JH-IHE-ASSUI!PilDH--IHAL-'LL--fAli!EtiiS--~IiBii--HACE--AS 

llBl~l~ALLl_StHEllULEC&" 

Section z. Section 3Z-5-301, HCA, is amended to read: 

"32-5-301. Cha~ges, ~efunds, oenalties, filing fees. 

(1) Ev~ry licensee he~eunder may contract for and receive on 

any loan of money not exceeding $1,000 in principal aMount: 

(a) charqes at rates not in excess of SlO per year pe~ 

$100 on that Dart of the principal aMount of the loan not 

exceerling $500; 

(b) $16 per y~ar per SlOO on th~t part of the 

principal amount of the loan exceeding $500 but 

exceerling Sl,OOo. 

not 

-2- HB 21tlt 
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(2) The hc1der of a supplementary license may contract 

for a~d receive charges at rates authorized for licensees in 

subsection (1) for the first $1,000 of the ~rincipal amount 

of any loan and may contract for and receive charges at 

rates not in excess of Sl2 per year per SlOO on that part of 

the ~rlncipal a~ount of any loan exceeding SltOOO but not 

exceeding $7,500. 

(3) Charges in Cl) and (2) shall be computed at the 

applicable rates on the fuJI, original principal amount of 

the loan fro• the date of the loan to the due date of the 

final scheduled lnstall.ent irrespective of the fact that 

the l3an is payable in installments. Said char9es shall be 

added to the principal of the loan and shall not be 

discounted or deducted therefrom or ~aid or received at the 

time the loan is made. For the purpose of co•puting charges 

for a fraction of a month• a day shall be considered 

one-t1irtie~h of a month. 

(4) On loans of $90 or less a licensee ~ay charge, in 

lieu of charges specified in (1) of this section, not in 

e~cess of $1 for each $5 of cash or credit advanced to the 

borro~er up to the aaount of $90. A period of at least lS 

days aust be allowed for t~e repayment of each '5 cash or 

credit advanced. Such charges cannot be assessed by any 

subterfuge or device on any loan over $90 or on any balance 

of S90 or less when the original loan was greater than S90. 
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(5) L&l When any loan contract. new lo~n, renewal. or 

oth~rwise~ fQ~_a-a~Llgg_gf_oat_mac~-tb~u~l_mQDtba is paid 

in full by cash l month or more before the final install rnent 

date, the 1 icensee shall refund or credit the borrower with 

that ~ortion of the total charges which snail be due the 

borroRer as determined by schedules prepared under the ruiP 

of 7Sths 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 oriqinally contracted for as 

the sum of the co,,se-cutive JJtOnthly balances of the contract 

scheduled to follow the date of prepav~ent bears to the sum 

of all the consecutive monthly balances of the contract, 

both sums to be determined according to the pay~ent schedule 

origl~ally contractea for. 

iBl--~Uftt__&HI--LOAK--~QMIBA~s--~--LUA~s-!fUEa6LL-US 

Didf&HlSfs_fQR_&_ef&lQQ_Uf-eQ&f-IU&N-61_auM!USs-~--eA1D__~ 

EULL __ BX_f&Sti_QMf-aa!UH-llB-6Q&f BffQBE IUf_fi~&L-lMSI&LLSE~ 

OAIEs_IUE-Llkf~SEE-SH&LL_RffUBD-U8-LB£Dli-IHf_BOBRQKE&__ijl~ 

IUAI--fDRilQ~_Qf_lUf-IDIAL-~A~lH&l-lS-DUE-IUE-aO~ 

IUAI-lS-AeeLICABLE-lD-ALL--EULLI--~fKei&fU--H~~ld--ldf 

COI!IIB.At;l __ _&.s_ __ CBllil~ALL.'L..X.tifl!ll~-liB-lf--'lfEU&EIU-.&.:i 

DEEE!BfQ~_fQLLD~G-I~f-DAIE-DE-ZBEe&YHf~-ED&-IUIS-eU&fUif 

lHE-&eeLltABLE-tU!BGE IS IU~-td&BGf~~~ULQ~__atfb 

EA&~fQ __ _fDB---IHAI---kD~&CI~--lf_-EU&~~-tl!Q__HQI~~ 

fBft:~eUifUA-BI-AeeL~G-IDLIHf UNeAID-eBlU~lfAL_a~~~ 
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Itl~-AClUARIAL-~f!HaDL-Itlf-A~~L-ffB~AG~--RAif-~C~ 

£URS~~~I--ID--EEO£&AL--LAW __ §!~fU~IHE-~S~l~AI-!LL 

£A!HEbi~-Wt&E-HAO~-AS-DRI~ALLl-SCHfDUL~Da--EOR __ ALL_-LOA~ 

IHAI--HAX--BE--~UDlECI-ID-IH~-~tiiOtlL-tHA&G~-A&f-LOafUIEO 

lt!lll.AL.LX_ltL.II:lE-~A!!f_ftA!i!jfiLU~fQ_IQ_.Jlf!U!!~ !HE ANNli&L 

£~&tf~IA6f_&Alfa 

(6) If the contract so provides, the additional cha~ge 

~or any amount oast due according to the original terms of 

the co~tractt whether by reason of default or extension 

arreelH~nt., may be 5% of the amount past due, and said amount 

may b~ charged one~ and no ~ore. 

f"lt (a) The 1 icensee Rlay include in the principal 

amount of any loan the actual f~s paid a public official or 

a~ency of the state for fil I no, recordin9, or releasing any 

instru~ent securing the loan. 

fbl The 1 icensee may include in the prtnclpal amount 

of .;:~ny loan bona fide charges related to real estate 

security and oaid to third parties. includinq: 

{i) tees or premiums for title examination. title 

in~ur-tnce. or similar purposes, includ~nq ~urvey; 

(ii) fees for preparation of a 

state~ent. or other docu•ents; 

deed, settlement 

(iii) fee~ for notarlzinq deeds and ot~er documents; 

liv) appraisal fees; 

(v) fees for credit reports; and 
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(vi) fees paid to a trustee for release of a trust 

deed. 

(6) No further or other charges shall be directly or 

indir~ctly contracted for or receivea by any licensee except 

those specifically authorized by this chapter. No licensee 

shall dlviae into separate parts any contract ~ade for the 

purp06e of or with the effect of obtaining charqes in excess 

of those authorized bv this chapter. All balances due to a 

licensee from any person as a bor~ower or as an endorser, 

guarantor. or surety for any borrower or otherwise or due 

fro• 3ny husband or Mite. jointly or severally, shalt be 

consijered a part of any loan being Made by a licensee to 

such person for the purpose of computing interest or 

charg?s. If any amount in excess of the charges permitted by 

this chapter is charqed, contracted for• and received 9 

except as the result of an accidental and bona fide error of 

coiDputation, the licensee shall have no right to collect or 

recei~e any char9es. 

{9) On any loan of money exceeaing 17,500 in principal 

amount, a licensee may not make charges as provided in 

subsections (lJ ana (2) but shdll make ch~rges in accordance 

with the provisions of this subsection through subsection 

( 1 z l• 

'10} On any loan of money exceeding 17t500 but not 

~xcee1i~g s2s,ooo in p~incipaJ amount. a licensee may 
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contract and receive charges at a rate not in excess of 2% 

per •~nth on th~ principal aaount as follows; 

(a) Charge~ shall be computea on unpaid balances of 

the orincipal amount outstanding from time to ti~e for the 

actual time outstanding. Each pay.-aent shall be applied 

first to accumulated c~arqes and the remainder of the 

payment applied to the unpaid ~rincipal balance, except that 

if th~ amount of the pay•ent is insufficient to pay the 

accuMJJated charges, unpaid charges continue to accumulate 

to be ~aid fro~ the proceeds of subsequent payments and are 

not added to the principal balance. 

(b} Charges nade under this subsection may not be 

payabte in advance or compounded. Ho~ever, If part or all of 

the consideration for a new loan contract is the unpaid 

principal balance of a prior loan, the principal a•ount 

pa~able under such new loan contract .ay include any unpaid 

charges which haYe accrued. The resulting loan contract is a 

18 new and separate loan transaction for all purposes. The 

19 principal balance of a prior loan on which charges have been 

20 made pursuant to subsections (1) and f2) is the balance due 

21 after refund or credit is given to the borrower oursuant to 

22 subsection (5). 

23 (11) For purposes of computing charges for a fraction 

24 of~ •onth• a day is considered one-thirtieth of a month. 

25 (12) The provisions of subsections (5) and (6) do not 
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apoly to loans made under subsections (9) through (11)• 

fl3) Th~ amounts of sqo, s5oo, Sl,OOO. s?,soo, and 

$25,ooo in subsections (1), (l)t (4)9 (9)t and (10) dre 

subject to ch~nQe pursuant to the provisions ot 32-5-10~ on 

adjustment of dollar amounts." 

j~H-SfCilJH~ Section 3. Limitation of rule of 78ths. 

The su~ of the Monthlv time balances ~etnoa of computing 

interast or refunds on prepayment• ~hich is also known as 

th~ rule of 7~ths9 may not be used in any loan agreement or 

ret'l i1 installment ~ontract unless the term of the loao or 

contract does not exceed 61 months. 

SfW_Sftlla~. Section 4. Effective date. This act is 

effective on passage and approval• 

~fW_5EtllD~a Section 5. Applicability. This act 

applies only to loan aqreeaents and install~nt contracts 

ent~r~~ into after the effective date of this act. 

-End-
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