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BILL NDe %
INTRODUCED BY -‘Eﬂgiggg?l! 1652%244' ,

A BILL FOR AN " ACT ENTITLED: "AN ACT LINITING THE

APPLICATION OF THE RILE OF T8THS METHOD OF COMPUTING

" INTEREST AND REFUNDS OM PREPAYMENT TO LOANS AND RETAIL

INSTALLMENT CONTRACTS MADE FOR A TIRE PERIOD OF NOT MORE
THAN 51 MONTHS; AMENDING SECTIONS 3)-1-242 AND 32-5-301,
MCAZ AND PROVIDING AN IYMMEDIATE EFFECTIVE DATE AND AN

APPLICABILITY CLAUSE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section l. Section 31-1-242, NCAy is amsended to re;d:
“3}-1-242. Refunds on prepaymente. (1) Notwithstandiang

the provisions of any retail -installment - contract to the
contrarys any buyer may prepay in fully at any time before
maturitye the debt of any retail installment contract and in
so paying such debt shall receive a refund credit thereon
for such anticipation of payments.

L2 In_ a cookract where  the period af the contract
does npot exceed 61 monthss the ¥Fve amount of such refund
shall represent at least as great a proportion of the
finance charge as the sum of the wmonthly time balances
beginning 1 month after prepaysent is wmade bears to the sum

of all the monthly time balances "under the schedule of
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" payment © in the contracte Where the amount of credit is less

than $1y no refund need be made."

Section 2. Section 32-5-30ly MCA, is amended to read:s

®32-5-301s Chargess refundss penaltiess fiiing fees.
(1) Every licensee hereunder may contract fer and receive on
any loan of money not exceeding $14000 in principal amounts

{3a) charges at rtates not in excess of $20 per year per
$100 on that part of the principal amount of the loan not
exceeading 3$500;

{h) $16 per year per 3100 on that part of the
principal amount of the Jloan exceeding 3$500 but not
exceeding $1,000.

{2} The holder of a supplementary license may contract
for and recelve charges at rates authorized for licensees in
subsection (1) for the first 31,000 of the principal amount
of any Uloan and may contract for and receive charges at
rates not in excess of $12 per year per $100 on that part of
the principal amount of any loan exceeding 512000 but not
exceeding $7,500.

{3) Charges in (1} and {2) shall be computed at the
appl icable rates on the fully original principal amount of
the Yoan from the date of the loan to the due date of the
final scheduled installment irrespective of the fact that
the loan is payable in installments. Said charges shall be

added to the principal of the loan and shall not be

o~ INTRODUCED BILL
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discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fraction of a wmonthey a ~day shall be considered
one-thirtieth of a2 monthe.

{4) On loans of $90 or less a licensee may charges in
liau of charges specified in {1) of this sectionr not in
excess of $1 for each $5 of cash orf credit advanced to the
borrower up to the amount of $90s A period of at least 15
days must be aliowed for the repayment of each 35 cash or
credit advancede Such charges cannot be assessed by any
subter fuge or device pa any loan over 390 or on aay balance
of $90 or less when the original loan was greater than $90.

{5} When any Yoan contracts new loany renewaly ar
otherwisey for a period of not more than 61 mopths is paid
in Full by cash 1 month or wmore before the final installiment
datey the licensee shall refund or credit the borrower with
that portion of the total charges whichkh shall be due the
borrower as deterwindd by schedules prepared under the rule
of T78ths or sum of the digits principle as follows: the
amount of the refund or credit shall be as great a
proportion of the total charges originally -:contracted for as
the sum of the consecutive sonthly balantes of the contract
scheduled to follow the date of prepayment bears to the sum
of all the consecutive wonthly balancex of the contracts

both sums to be determined according to the payment schedule

-3-
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originally contracted fora

{6) If the contract so providess the additional charge
for any amount past due according to the original terms of
the contracte whether by reason of default or extansion
agreement, may be 5X of the amount past dues and said amount
may be charged once and no morees

{T) {(a) The licensee may inciude Iin the principal
amount of any 1oan the actual fees paid a public official or
agenvy of the state for filinges recording» or releasing any
instriment sSecuring thé 103ne

{b} The licensee may include in the principal amount
of any loan bona fide "charges related to real estate
security and paid to third partiesy including:

(i) fees or presiums - for ~title examinationy title
insurancaey or similar purposesy including survey;

(il) Fees for preparation o©f a deedy settlement
statementy or other documents;

(i3i)y fees for notarizing deeds and other documentsi

{iv}) appraisal fees;

{v) fees for credit reports; and

{vi} fees paid to a trustee for release of a  trust
deede

{(8) No further or other charges shall be directly or
fndirectly contracted for or received by any licensee except

those specifically -authorized by this chapters No - licensee

—4
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shall ‘divide iInto separate parts any contract ‘made for the
purpose of or with the effect of ohtaining charges in excess
of those authorized by this chapters A1l balances due to a
licensee from any person as a borrower or as an endorsar,
quarantory or surety for any horrod;r or  otherwise or due
from any husband or ulfij jointly or severallyy shall be
considered a part of any loan being made by a' licensee to
such person for the purpose of cosputing interest  or
chargese If any amount in excess of the charges permitted by
this chapter is chargaeds contracted fors and received,
except as the result of an accidental and bona fide errer of
computationy the licensee shall have no right to collect or
receive any chargese

(2} On any loan of woney exceeding $T»500 in principal
amounte a licensea may not make charges as provided in
subsections {1) and (2) but shall make chargés in accordance
with the provisions of this subsection through subsection
{12}«

{10) on any loan of money exceeding $T¢500 but not
exceeding $25000 in principal asounte a licensee may
contract and receive charges at a rate not in excess of 2%
per month on the principal amount as follows:

{a) Charges shall ‘be <computed on unpaid balances of
the principal amount outstanding from time to time for the

actual time outstandinge Each payment shall be applied

-5
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first to  accumulated charges and the remainder of the
payment applied to the unpaid principal balances except that
if the amount of the payment is insufficient to pay the
accumulated chargess unpaid charges continue o accumunlate
to be paid from the proceads of subsequent payments and are
not added to the principal balances

(b) Charges made under “this subsection wmay not be

" payable in advance or compounded. Howevere if part or all of

the consideration for @ new loan contract is the unapaid
principal balance of a 'prior Tloans the principal amount
payable  under such new loan contract may include any .unpaid
charges which have accruede The resulting loan contract is a
new and separata loan transaction for all purposes., The
principal balance of a prior loan on which charges have been
made pursuant to subsections (1) and {2) is the balance dua
after refund or credit Is given to the borrawer pursuant %Yo
subsection (5)e

{11) For purposes of computing charges for a fraction
of a months a day is considered one-thirtieth of a monthe.

{12) The preovisions of subsections (5) and (6) <o not
apply to loans made under subsections (9} through (11).

{13} The amounts of $90s $500, $1,0004 $7,500, and
$254000 in subsections {1l}s (2)e (4)s (9} and {10) are
subject to chanhge pursuant to the proavisions of 32-5-104 on

adjustwment of dollar amounts.®

—-5-
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NEW JSECTION. Section 3, Limitation of rule of 78ths.
The sum of ‘the wmonthly-time balances method of computing
interest or refunds on prepaymenty which is also known as
the rule of 78ths,; may not be used in any loan agreement or
retall installment contract wmlaess the term of the loan or
contract Hoes not exceed 61 months.

NEM SECYIOM. Section 4. Effective dates This act is
effective on passage and approvals.

NEW SECTION. Section S« Applicability. This - act
applies only 'to Jloan agreements and instalTment contracts
entered into after the effective date of this acte

—End—~
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Approved by Committee
on Business and Industr

HOUSE BILL NOe 244

INTRODUCED BY FABREGAe: CHRISTIAENS

A BILL FUR AN ACT ENTITLEG: AN ACT  LIMITING  THE
APPLICATION OF THE RULE OF TBTHS METHOD OF COMPUTING
INTEREST AND REFUNDS ON PREPAYMENT TO LDANS AND RETAIL
INSTALLMENT CONTRACTS MADE FOR A TIME PERIOD OF NOT MORE
THAN 61 MONTHS; PROVIDING FOR REFUND OR _CREDIT QN PREPAYMENT
QN_LOANS OR COSTRACTS EXCEEDING 61 MONTHS: AMENDING SECTIONS
31-1-242 AND 32-5-301s MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILIYY CLAUSE.™

BE IY ENACTED B8Y THE LEGISLATURE OF THE STATE DF MUNTANA:
Section l« Section 31-1-242» MCAy is amended to read:
"31-1-242., Refunds on prepaymente fl) Notwithstanding

the provisions of any retail iastallment contract to the

contrarys any bpuyer may prepay in fully at any time before
maturityy the debt of any retail installment contract and in

50 paying such debt shall receive a refund credit thereon

for such anticipation of paymentss.

{2} .1n_a contract where the _pariod. _of _the  cootract
does__noi__exceed 6l _mopihss the Fhe amount of such refund
shall represent at least as great a proportion of the
Finance charge as the sum of the monthly time balances

begyinning 1 month after prepaywent is pade bears ta the sum
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of all the monthly time balances under the schadule of
payment in the contracte Where the amount of credit is less
than sis no refund need be mades

£3) __IN _aMY CONTRACT WHERE THE PERIOQ.OF THE CONTRACY
EXCEEDS o) MONIHMS. THE AMOUNT QF . SUCH _REFUND 15. THE PORIION
QF__THE ORIGKNAL__FINANLE CHARGE THAY 15 APPLICABLE_TO ALL
EULLY__UNEAPIRED MONTHS _JN__THE _CONIRACT AS __ORIGINALLY
SCHEDULED QR YF DEEEEREDs AS DEFERREODs FOLLOMING TIHE DATE OF
EREBAYMENT. FQR  TdIS PURPOSEs THE.APPLICABLE CHARGE 15.IHE
LHARGE_THAT HMOULD WAYE BEEN FARMED FOR THAY BERIODRs_ _IE _THE
COMEIBALY _MERE__NOI _PRECOMPUTED.. .BY APPLYING YO _THE UMPALD
BRINCIPAL DALANCEs ACCORDING YO THE. _ACTUARIAL _METHODs _THE
ANNUAL __PERCENTAGE. RAYE _QISCLOSED. PURSUANI._ TO FEOERAL LAWz
BASED JN_THE ASSUMPTION THAL. .ALL. . PAYMENTS_ _WERE__MADE__AS
ORIGINALLY SCHIDULED.®

Section 2. Section 32-5-301y MCAs is amended to reads

"32-5-301l. Chargessy refundss penaltiess filing fees,
{1) Every licensee hereunder may contract for and receive on
any JYoan of money not exceeding 314000 in principal amount:

{a) charges at rates not in excess of $20 per year per
3100 on that part of the principal amount of the loan not
exceeding $500;

(b &6 per year per $100 on that part of the
principal amount of the 1lcan exceeding $500 but not

exceading 31,000,

-2- B 244

SECOND READING



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

25

HB 0244/02

(2} The holder of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1) for the first $1:000 of the principal amount
of any loan and may contract for and receive charges at
rates not in excess of 312 per year per $100 on that part of
the principal amount of any loan exceeding 31,000 but not
exceeding $7,500,

(3) Charges in (1) and (2) shall be computed at the
applicable rates on the fulle criginal principa! amount of
the loan from the date of the loan tu the due date of the
final scheduled installment irrespective of the fact that
the loan is payable in instaliments. 5aid charges shall be
added to the principal of the Joan and shall not be
discounted or deducted therefrom or paid or received at the
time <the loan is mades. For the purpose of computing charges
for a fraction of a monthy a day shall be considered
one-thirtieth of a monthe.

{(#) On loans of $90 or less a licensee may charges in
lieu of charges specified in (1) of this sections not in
excess of 31 for each $5 of cash or credit advanced to the
porrower up to tne amount of $%0s A period of at least 15
days aust oe allowed for the repayment of each 35 cash or
credit advanceds Such chargyes cannot be assessad by any
subterfuge or device on any l1can over $90 of on any balance

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

-3- HB 244
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{5) (A} when any loan contracty new loans renewalysy or
otherwisey fur a period of not more than 6l _mopihs is paid
in full by cash 1 month or more pefore the final installment
datey the licensee shall refund or credit tne borromer with
that portlon of the total charges which shall he due the
borrower as determined by schedules prepareq under the rule
of TAths or sum of the digits principle as follews: the
amount of the refund or credit shall be as great a
proportion of the total charges originally contracted for as
the sum of the consecutive monthly balances of the contract
scheduled to foilow the date of prepayment bears to the Sum
of all the consecutive monthly balances of the contracts
both sums to be determined acctording to the payment schedule
originally contracted foras

Lﬁl__ﬂﬂﬁﬂ._ANI__LDAN__CDNIKA&I;..NEH_.LDAMA«BEHEHALgﬁﬂBr
OIHERWISEs EQR _A_PERIOD OF  MORE_THAN 6L MUNTH3e IS _PAID IN
EMLL._ BY £ASH ONE MONTH O MORF REEORE. . THE FINAL INZTALLMENT
DaTEs THE P ICENSEE SHALL _REFUND OR CREGIT THE BORROWER _WifH
IHAI__eDRTION.  OF IHE TOTAL CHARGES THAT IS DUE THE BORROWER
IHAT IS _APPLICABLE TO Abi FULLY UNEXPIRED. _MONIHS IM__THE
CONTRACY, . A4S, ORIGINALLY _SCHEDMNED. DR _IF  DEFERBLDs A5
DEEERREDs FOLLOWING IHE _DAIE QOFE_PREPAYMENT. EOR_IHIS PURPOSE
IHE APPLICABLE CHARGE IS _THE CHARGE WHICH _WOULD _HAVE_ _BEEN
CARMED __FOR._THAT _ CONTRACT. IF_ _CHARGES HAD _NOY _BECN
ERECOMPUTED. BY APPLYING TO THE UMPALD PRINCIPAL DALANCEs BY

~4- HB 24%
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IYe ACTUAR AL _METHOD: THE ANNUAL PERCENTAGE _RAIE._CISCLOSED
BUBSUANT. IO _FEUERAL _LAW__BASED_ON_THE ASSUMPTIION THAT ALL
EAYMENYS MWERE MADE _AS _ORIGIMALLY SCHEDULEDS FOR _ALL _LOANS
Inal__MaY_ BE SUBJELT TO THIS SECTIONe CHARGES ARE COMPUTED
INILIALLY IN THE SAME MANNER USED YO _QFEVERMINE  THE _ANNUAL
BERCENTAGE RATEs

(&) If the contract so providess the additional charge
for any amount past due according to the original terms of
the contracte whether by reason of default or extension
agreemanty may be 5% of the amount past dues and said amount
may be cnarged once and no mores l

(7) {a)} The 1licensee may include in the principal
amount of any loan the actual fees paid a puplic official or
agency of the state for filings recordings or releasing any
instrument securing the loan.

{b) ihe 1licensee may include in the principal amount
of any loan pona fide charges related to real estate
security and paid to third partiess including:

(i} fees or premiums for title examinations title
insurances or similar purposess including survey;

(ii) fees for preparation of a deedy settlement
statements or other documents;

(iii} fees for notarizing deeds and other documentsj

{iv) appraisal fees;

(v} fees for credit reports; and

-5- HB 244
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{vi) fees paid to a trustee for release of a trust
deede

(8) No further o other charges shall be directiy or
indirectly contracted for or received by any licensee except
those specifically authorized by this chapters. No licensee
shall divide into separate parts any contract made for the
purpose of or «ith the effect of obtaining charges in excess
of those authoriZzed Dy this chapter. All balances due to a
licensee from any person as a borrower or as an endorsers
guarantory or surety for any borrower or otherwise or due
from any husband or wifey jointly or severaliys, shall be
considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
charges, If any amount in excess of the charges permitted by
this chapter is chargeds contracted fory and receiveds
except as the result of an accidental and bona fide error of
computations the licensee shall have no right to collect or
receive any chargese

{92) On any loan of money exceeding $7:500 in principal
amounty a Jlicensee may not make charges as provided in
subsections {1) and (2) but shall make charges in accordance
with the provisions of this subsection through subsection
(12)

{10) On any loan of money exceeding 37500 but not

exceading 3$25+4000 in principal amounts a licensee may

-6~ HB 244
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contract and receive charges at a rate not in excess of 2%
per month on the principal amount as follows:

(a} Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstandings Each payment shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balances except that
if the amount of the payment is Insufficient to pay the
accumulated chargess unpaid charges continue to accumulate
to be paid from the proceeds of subsequent payments and are
not added to the principal balances

{b) Charges made wunder this subsection may not be
payable in advance or compoundeds Howevere if part or all of
the consideration for a new loan contract is the unpaid
principal baltance of a prior loans the principal amount
payable under such new loan contract may include any unpaid
charges which have accrued. The resulting loan contract is a
new and’ separata l1oan transaction for all purposess The
principal palance of a pricer locan on which charges have been
made pursuant to subsectioas {1} and {(2) is the balance due
after refund or credit is given to the borrower pursuant to
subsection {5).

{11} For purposes of computing charges for a fraction
of a monthy & day is considered one-thirtieth of a monthe

{l2} The provisions of subsections (5) and (&) do not

-7- HB 244
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apply to loans made under subsections (9) through (11).

(13} The amounts of %90y $500s $1s000s $7+500, and
$253000 ¥n subsections (1l)y (2)9 (%)s (?)» ana (10} are
subject to change pursuant to the provisions of 32-5-104 on
adjustment of dollar amountse®

NEW_SECTION. Section 3, Limitation of rule of 78ths.
The sum of the monthliy time balances method of computing
interest or refunds on prepayments which is alsc Known as
the rule of 78thsy may not be used in any loan ayreement or
retail installment contract unless the term of the loan or
contract does not exceed 51 months.

NEW SEGYIQM. Section 4. Effective dates This act s
affective on passage and approvala.

NEM_SECIIONs Section S« Applicabilitya This act
applies only to locan agreements and instaiiment contracts
entered into after the effective date of this act.

-End-

-B- HB 244



48th Legislature

™ =~ & W r N e

10
11
12
13
14
15
16
17
18
19
z0
21
22
23
24

25

HB 0244/02

HOUSE 8ILL NC. 244
INTRODUCED BY FABREGAs CHRISTIAENS

A BILL FOR AN ACT ENTITLED: "AN ACT LINMITING THE
APPLICATION OF TYHE RULE Of T8THS METHOD OF COMPUTING
INTEREST AND REFUNDS ON PREPAYNENT TO LOANS AND RETAIL
INSTALLMENT CONTRACTS MADE FOR A TIME PERIQD OF NOT MORE
THAN 61 MONTHS; PROYIOING FOR REFUND QR CREDIT ON PREPAYMENT
QN _(0ANS OR CONTRACTS EXCEEDING 61 MONFHS: AMENDING SECTIONS
31-1-242 AND 32-5-30%y MCA; AND PROVIDING AN IMMEDIATE

EFFECTIVE DATE AND AN APPLICABILITY CLAUSE.™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MUNTANA:
Section 1. Section 31-1-242y MCAs is amended to read:
®3}-1-242. Refunds on prepayment. (1} Notwithstanding

the provisions of any retail instaliment contract to the

contrarys any buyer may prepay in fully at any time before
maturityy the debt of any retail installment contract and in
so paying such debt shall receive a refund credit thereon
for such anticipation of paymentse

Le)—-lao 2 coniract where the peciod _of _the coatract
does_ 00t __excaeed 61 _monihSs the Fhe amount of such refund
shall represent at 1Jleast as great a proportion of the
finapnce charge as the sum of +the monthiy time balances

beginning 1 month after prepayment is made bears to the sum
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of al'l the wonthly time balances under the schedule of
payment in the contract. Where the amount of credit is less
than $is no refund need be made.

43} N ANY CONTRACT WHERE THE PERIGD OF THE CONTRALT
EXCEEDS 6) MOMIHS. THE AMOUNT QF SUCH REEUND 15 IME..RORLION
QE__IME_ ORIGINAL EENANCE CHARGE THAT IS APPLICABLE TO ALL
EULLY _UNEXPIRED. MONTHS IN _THE CONIRACLT. 45 _ QRIGINALLY
SCHEDULED QOR.IF DEFERRED. AS_DEEEBREDs EOLLOMING THE.DAIE QF
EREPAYMENY. EOR . THIS _PURPOSEs THE APPLICABLE CHARGE 13 THE
GHARGE YuAl WOULD HAYE EEEN EARNED FOR THAL PERIOODs _IE _THE
CONTRACT WERE _NOT PRECOWPUTED.. BY APPLYIKWG YO THE UNPAID
ERINCIPAL BALANCEs ACCORDING. TO THE _ACTUARLAL _MEIHQDe _THE
ANNUAL_ _PERCENTAGE . RAYE__DISCLUSED PURSUANT .0 FEOERAL LAl
BASEQ.ON THE ASSUMPTION  THAT _ALL. PAYMENIS _WMERE MADE _AS

QRIGINALLY SCHEDULEDs™
Section 2. Section 232-5-301, MCAy is amended to read:

*32-5-301s Chargess refundsy penaltiess Filing fees,
{1) Every licensee hereunder may contract for and recaive on
any lYoan of money not exceeding $1,000 in principal amount:

(a) charges at rates not in excess of $20 per year per
$100 on that part of the principal amount of the loan neot
exceeding $500;

(b} $16 per year per $100 on that part of the
principal amdunt of the 1loan exceeding $500 but not

exceeding $1,000,

THRIRD READING
—2e HB 244
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{2) The holdar of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1) for the first $1,000 of the principal amount
of any Toan and may contract for and receive charges at
rates not in excess of 312 per year per $100 on that part of
the principal amount of any Joan exceeding $1,000 but not
exceading $7+500. ,

{3) Charges in (1) and (2) shall be computed at the
applicable rates on the fully original principal amount of
the 1ean from the date of the loan to the due date of the
final scheduled instaliment irrespective of the fact that
the 1oan is payable in instaliments. S5aid charges shal! be
added to the principal of the locan and shall not be
discounted or deducted therefrom or paid or reaceived at  the
time the loan is mades. For the purpose of computing charges
for a fraction of a monthy a day shal) be considered
ane-thirtieth of a monthe

(4) On 1loans of 390 or less a licensee may charges in
lieu of charges specified in (1) of this sections not in
excess of $1 for each $5 of cash or credit advanced to the
borrower up to the amount of :éo. A period of at least 15
days aust be allowad for the repayment of each 85 cash or
credit advancede Such charges cannot be assassad by any
subterfuge or device on any loan over $%0 or on any balance

of 390 or less when the original loan was greater than 3$90.

-3- HB 244
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(5) {A) When any loan contracts new lcan: renewals or
otherwiser fur a period of not more than &l mopths is paid
in full by cash 1 month or more before the final instailment
datey the licensee shall refund or credit the borrower with
that portion of the total charges which shall be dus the
borrower as determined by schedules prepared under the rule
of Ta8ths or sum of the digits principle as follows: the
amount of the refund or credit shall be as great a
proportion of the total charges originally contracted for as
the sum of the consecutive monthly balances of the contract
schedulad to follow the date of prepayment bears to the sum
of all the consecutive monthly balances of the contract,
both sums to be determined actording to the payment schedutle
originally contracted fore

L&l__lﬂﬁﬂ_.ll!..LﬂAH._ﬁDﬂIEA&I:_.NE!..LQANA_IEuElALQ.DR;
DIHERMISEx. FQR A _BERIDD QE.MORE_THAN 61 MONTHSs IS _PAID IN
EULYL __BY £ASH _ONE MONTH D8 MORE REFORE THE FINAL INSTALLMENY
DIEs IME LICENSEE SHaLL REFUND OR CREQIT YHE BORROWER _WITH
IHAL __PORYION OF IME TOTAL CHARGES . IuAY XS DUE THE BORROWER
THAT IS APPLICABLE 10 ALL FULLY UNEXPIRED. MWONTHS _IN _JHE
CONIRACI .. AS. _OBRIGINALLY  SCHEOWLED. D8 _.IF _DEFERGEDs AS
DEEERREDs EOLLUNMING IHE DATE DF PREPAYMENT. FOA_THIS PURPDSE
IHE_APPLICASLE CHARGE J3 THE CHARGE WHICH  WOWHL.D HAYE. . BEEN
EARNED _ FOR _ THAY CONTRACTIs _IE__CHARGES HAD _NOT__REEN
PRECOMPUTEDs BY APPLYING VO THE UNPALD PRINCIPAL BALANCE: QY
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IHE_ACKUARIAL METHODRs THE ANNUAL PERCENTAGE RATE.  _DISCLOSED
PURSUANT 0 _FEDERAL LAM_ _BASED OM THE 4SSUMPTION THAT ALL
EAYMENIS WERE MADE AS ORIGINALLY SCHEDULEDL _EOQR__ALL_ LOANS
IHAY _MaAY BE__SUBJECT TO IuId SECTION. CHARGES ARE COMPUTED
INIEIALLY IN THE _SAME MANNER USEQ T OETERMINE THE _ANNUAL
BERCEMIAGE RATE.

(6) If the contract $0 providesy the additional charge
far any amount past due according to the original termss of
the contractes whether by reason of default or extension
agreementy may be 3% of the amount past dues and said amount
may be charged once and no moree -

(T) (a) The licensee may include in the principal
amount of any loan the actual fees paid a public official or
agency of the state for filings recordings or releasing any
instrument securing the loan.

(b) The lticensee may include in the principal amount
of any Tloan bona fide charges related to real aestate
security and paid to third partiess includings

{i) fees or premiums for title examinationey title
insurances or similar purposess including survey;

{ii) fees for preparation of a daaeds settiement
statementy or other documents;

{iii) fees for notarizing deeds and othar documents;

{iv) appraisal fees;

(v} fees for credit reports; and

-5- HB 244
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{vi) fees paid to a trustee for release of a trust
deeds.

{8) 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
pﬁrpose of or with the effect of obtaining charges in e¢xcess
of those authorized by this chapter. All balances due to a
licensee from any person as a borrower or as an endorsars
guarantory or surety for any borrower or otherwise or due
from any husband or wifey jointly or severallys shall be
considered a part of any loan being made by a licensea to
such person for 'the purpose of computing interest or
chargese. If any amount in excess of the charges permitted by
this chapter is chargeds contracted fory and receiveds
except as the rasult of an accidental and bona fide error of
computations the licensee shall have no right te <ollect or
recaive any chargess

{2) On any locan of money exceeding $7,500 in principal
amounty @ licensee may not aake <charges as provided in
subsections (1) and (2) but shall make chargéds in accordance
with the provisions of this subsection through subsection
{12)«

(10) on any loan of money exXceeding 37+500 but not

exceeding $25,000 in principal amounts a licensee a3y

-6~ HB Z4%
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contract and receive charges at a rate not in excess of 2%
per month on the principal amount as follows:

{a) Charges shall be computed on unpaid balances of
the principal amount outstanding from time to time for the
actual time outstanding. Each payment shall be applied
first to accumilated charges and the remainder of the
payment applied to the unpaid principal balancas except that
if the amount of the payment is insufficient to pay the
accumulated chargess unpaid charges continue to accumulate
to be paid from the proceeds of subsaequent payments and are
not added to the principal balance.

(b) Charges wade under this subsection way not be
payable in advance or compoundede Howevers if part or all of
the consideration for a new loan ‘contract is the unpaid
principal balance of a prior Joany the principal amount
payable under such new loan contract may include any unpaid
charges which have accruede The resulting loam contract is a
new and separate loan transaction for ail purposes. The
principal balance of a prior loan on which charges have bean
sade pursuant to subsections (1) and (2} is the balantce due
after refund or tredit is given to the borrower pursuant to
subsection (5)«

(11} For purposes of computing charges for a fraction
of a months & déy is considered one-thirtieth of a month.

(12} Tha provisions of subsections (5) and (6} do hot

-T- HB 244
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apply to Yoans made under subsections {9} through (1l).

(13) Yhe amounts of $90e $500y $14000+ $T4500, and
$254¢000 in subsections (1)s (2)y (%)s (F)s and (10) are
subject to change pursuant to the provisions of 32-5-104 on
ad justment of dallar amountse®™

NEM_SECIION. Section 3, Limitation of rule of 78ths.
The sum of the monthliy time balances wmethod of computing
interest or refunds on prepaymsents which is also known as
the rule of 78thsy may not be used in any loan agreement or
retail instalilment contract unless the tors of the loan or
contract does not exceed 61 months.

NEM_SECTIOM. Section 4. Effective date. This act is
effective on passage and approval.

NEM SECIION. Section S. Applicability. This act
applies only to loan agreements and instaliment contracts
entared into after the effective date of this acte

-End—
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HOUSE BILL NO. 244

INTRODUCED BY FABREGAs CHRISTIAENS

A BILL FOR AN ACT ENTITLED: "AN ACT  LIMITING  THE
APPLICATION OF THE RULE OF 78THS METHOD OF COMPUTING
INTEREST AND REFUNDS ON PREPAYMENT TOD LOANS AND RETAIL
INSTALLMENY CONTRACTS MADE FOR A TIME PERIOD OF NOT MORE
THAN A1 MONTHS; PROYIDING FOR BEEUND_OR CREQLT QN PREPAYMENT
ON_LJANS_OR_CONIRALTS_EXCEEDING &l MONTHSZ AMENDING SECTIONS
31-i-242 AND 37-5-3019 MCA; AND PROVIDING AN IMHEDIATE

EFFECTIVE DATE AND AN APPLICABILITY CLAUSE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
Section l. Section 31-1-2424 HCAy i5 amended to read:
*31-1-242. Refunds on prepaymente fl) Notwithstanding

the oarovisions of any retail installment contract to the
contraryes any buyer may prepay In fully at any time before
maturitye the debt of any retail Installment contract and in
so paying such debt shall receive a refund credit therecgn
for suich anticipation of payments.

[2)__In_a contract where the _oeciod of _the _coniract
does_.ngt__excesd gl _monthss Lhe Fhe amount of such refund
sh3ll represent at least as qreat a proportion of the
financa charqe as the sum of the monthly time balances

beqiniing 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 contracte. Where the amount of credit is Tless
than $ls no refund need be made.

(31 _IN__ANY _CONTRACY WHERE IHE.PERIOC-DF_JHE CONTRALT
EXCEEDS $1 MONTHS. THE AMOUNT OF SUCH REFUND IS THE. PORIION
DE_-IH£-_QRIEINAL-_EIHANLE__LHABEE_IHAI_IS_ABELLLA&LE_Iﬁ_ALL
EULLY_ _UNEXPIRER_ _MONTHS__IN_  THE CONTRACT _AS _ ORIGINALLY
SCHEDULED OR_IF _DEEERREDs A5 DEFERREQs FOLLOWING THE DATIE QF
ERERAYHENT.  FOR__JHIS _PURPOSFs THE APPLICABLE CHARGE IS THE
CHARGE THAT. WOULD HAYE_BEEN EARNED FOR _THAT RERICQs _JE._THE
CONTEACT _WERE _NOI.__PRECOMPUIED. _BY APPLYING TO JHE.UNPAIO
BEINCIZAL _BALANCE: ACCORDING YO THE ACTUABIAL_ _METHODs _THE
ANNUAL . PERCENTAGE _BRATE RISCLDSEQ PURSUANY IO EEDERAL LAHs
BASED JN_THE ASSUMPIION. THAI _ALL.. PAYMENIS _MERE__MADE__AS
QRIGINALLY SCHEQULEDe®

Section Z. Section 32-5-301y MCAy is amended to read:

"32-5-301s Chargesy refundsy penaltiesy filing feeses
{1) Every licensee hereunder may contract for and receive on
any ioan of money not exceeding $1,000 in principal amount:

(a) charges at rates not in excess of $20 per year per
3100 on that part of the principal amount of the Yoan not
exceeding $500;

(b} %16 per year per $100 on that part of the
principal amount of the loan exceeding $500 but not

exceading $14000.

-2- HB 244
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(2) The hclder of a supplementary license may contract
for and receive charges at rates authorized for licensees in
subsection (1) for the first $1s000 of the principal amount
of any loan and may contract for and receive charges at
rates not in excess of $12 per year per 3100 on that part of
the oarincipal amount of any loan exceeding $1+000 but not
exceeding $7,500.

{3) Charges in {1) and (2) shall be computed at the
appticable rates on the full, original principal amount of
the loan from the date of the loan to the due date of the
final scheduled instaliment irrespective of the fact that
the 12an is payable in installmentse Said charges shal) be
added to the principal of the locan and shail not be
discounted or deducted therefrom or paid or received at the
time the loan is made. For the purpose of computing charges
for a fractlon of a wmonthy a day shall be considered
one=tyirtieth of 2 month.

{#) On 1lcans of $90 or less a licensee a3y charges in
lieu of charqges specified in (1) of this sectiony not in
excess of $1 for each %5 of cash or c;edit advanced to the
borrower up to the amount of $90. A period of at least i35
days wmust be allowed for the repayment of each &5 cash or
credit advanced. Such charges cannot be assessed by any
subterfuge or device on any loan over $%0 or on any btalance

of $99 or lass when the original loan was greater than $90.
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(5) (A) when any loan contracts new loany renewal, or
otherwises for_ a_peripd of oot more than_ &l manths s paid
in full by cash 1 month or more before the final installment
dates the }jctensee s5hall refund or credit the berrower with
that >ortion of the total charges which shall be due the
borroker as determined by schedules prepared under the rule
of 78ths or sum of the diqits principle as follows: the
amount of the refund or credit shall be as great 2
proportion af the total charges oriqginally contracted for as
the sum of the consecutive monthiy balances of the contract
scheduled to follow the date of prepaywment bears to the sum
of 211 the consecutive monthly balances of the contracte
both sums to be determined according to the payment scheaule
originally contracted for.

LAY _HHEN _ANY _10AN. CONTBACTs. HEW _LOANs2 RENEsALs D8
UIHERHISEs EQR.A_PERIDND QF_MORE_IHMAN 61 HONIHSa 15__2AID _IN
EULL__BY_CASH ONE_nMONIH OR_MORE GEFQRE _THE_EC(NMAL RNSTALLMENT
DATEs IHE LICENSEE_SHALL REEUNG QR CREDII THE BORBOMER . HITH
IHaI_ 20RTION .OF IHE TOTAL CHARGES THAXL IS DUE IHE BORRUMWER
THAY IS _ASPLICASLE TO ALL.  _FULLY _UNFXPTRED _MONIHS I _IHE
CONIRACY __AS. _ORIGINALLY_ _SCHERULED.  OR.__I1F_ OEEERRERs _AS
DEEEBRLD. EQLLOWING THE DATE _OF PREPAYMENI. EOR_THIS. PURPOSE
IHE APPLICABLE CHARZE IS THE CHARGE WHICH _¢OULD_ _HAVE _GEEN
EARNED __FQR___THAL _ CONTRACTs JF _CHARGES _HAD NOT_ _SEEN
BRECOMPUTEDs BY APPLYING JO THE UNPAID PRINLIPAL HALANCE: BY

—f— HB 244
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THE_ACILUARIAL MEIHOD. THE ANNUAL PERCENTAGE _RATE _DISCLOSED
BURSUANIT__I0._FEDERAL__LAW__8ASEL ON YHE ASSUMPTION THaT ALL
PAYHMENIS _HERE MADE _AS ORIGINALLY SCHEDULED. .EOR__ALL _LOANS
IHAY_ _MAY_ _BE__SUBJECT. IO _JHIS SECTIONs CHARGES ARE_LOMPUIED
INIYIALLY IN_THE SAME MANNER USEQ_JO _DETERMINE THE _ANNUAL
EERCENEAGE _RALES

{6) If the contract so providess the additional charge
for any amount past due accarding to the original terms of
the contracty whether by reason of default or extension
acreenents may be 5% of the amount past duey and said amount
may ba charged oncée and nNo fNores

[T} (2) The licensee may include in the principal
amount of any loan the actual fees paid a public official or
anency of the state for Fillnos recordings or releasing any
instrument securing the Yoan.

{bY The 1licensee may include in the principal amount
of any 1oan bona fide charges related to real estate
security and paid to third partiess including:

(i) fees or premiums for title examinationsy title
insurincey or similar purposesy including survey;

(ii) fees for preparation of a deeds settlement
statementy of other documents;

(iii) fees for notarlizing deeds and other documents;

iiv) appratsal fees;

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

deeds

(B) No further or other charges shall be directly or
indir>ctly contracted for or received by any licensee except
those specifically authorized by this chapters No licensee
shall divide into separate parts any contract made for the
purpose of or with the effect of obtaining charges in excess
of those authorized hy this chapters. A1 balances due to a
licensae from any person 25 a borrgwer or as an endersers
guarantory or surety for any borrower or otherwise or due
from any husband or wifes jointly or severallyy shail be
considered a part of any loan being made by a licensee to
such person for the purpose of computing interest or
chargzses If any amount in excess of the charges permitted by
this chapter is chargedy contracted fory and receiveds
except as the result of an accidental and bona fide error of

computations the licensee shall have no right to collect or

‘receive any chargesa

(9) On any loan of money exceeding $7+500 in principal
amounte a Jicenses may not make charges as provided in
subsections (1) and (2) but shall make charges in accordance
with the provisions of this subsection through subsection
{12}«

(10} On any 1oan of money exceeding $7+500 but not

exceeding $25,000 in principal amounty a licensee may
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contract and receive charges at a rate not in excess of 2%
per m>nth on tha principal amount as follows:

(a) Charges shall be computea on unpaid balances of
the orincipal amount outstanding from time to time for the
actual time outstandinge. Each paywent shall be applied
first to accumulated charges and the remainder of the
payment applied to the unpaid principal balance, except that
if th2 amount of the payment is insufficient to pay the
accumilated chargesy unpaid charges continue to accumilate
to be paid from the proceeds of subseqguent payments and are
not added to the principal balance.

{b} Charges made under this subsection may not be
payable in advance or compounded. Howevers If part or all of
the consideration for a new Jloan contract is the unpaid
principal baltance of a prior loany the principal amount
payable under such new 1oan contract may include any unpaid
charges which have accrued. The resulting ioan contract is a
new and separate lgan transaction for all purposess The
principal balance of a prior 1oan on which charges have been
made pursuant to subsections (1) and (2) is the balance due
afcer refund or credit is given to the borrower pursuant to
subsection {5).

{11) For purposes of computing charges for a fraction
of a monthe a day is considered one-thirtieth of a month.

{12) The provisions of subsections (5) and (6) do not
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apuly to loans made under subsections (9) through (11}«

{13) The amounts of 590, $500¢+ $1.,000s $7T4500s ond
$254000 in subsections (l)s (2)s (4)e (?)e and [lO} are
subject to change pursuvant to the provisions of 32-5-104 on
adjustment of dollar amounts.”

JEM_SECTIONs Section 2. Limitation of-rule of Ta8tnse
The sum of the monthly time balances method of computing
interast or refunds on prepayments which is also known as
the rule of TRthsy may not be used in any loan agreement or
retail installment contract unless the term of the loan or
contract does not exceed 61 monthse

NEW_SECIIONs Section 4. Effective dates This act s
effective on passage and approvale

NEW_SECTIONa Section 5. Applicabilitye This act
applies anly to 1oan agreements and installment contracts
entared into after the effective date of this acte

—~End=-
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