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SUMMARY

The Montana Supreme Court affirmed summary judgment for National City Mortgage in a dispute
arising from a construction-to-permanent home loan. The court held that the borrowers’ untimely
interest payment meant they were not entitled to the lower permanent-loan interest rate, and that the
lender acted within its contractual rights in increasing the rate and pursuing foreclosure. The court
designated the decision as a noncitable memorandum opinion.
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QUESTIONS PRESENTED

1. Whether the District Court properly granted summary judgment on the Bruces' breach-of-contract and
related claims despite factual disputes concerning completion of construction and the timing of the final
construction-loan draw.

2. Whether National acted within its contractual rights in increasing the interest rate and instituting
foreclosure proceedings after the Bruces failed to make required payments timely.

HOLDINGS

1. Summary judgment was proper because the undisputed failure to make required construction-loan
interest payments timely meant that the Bruces could not qualify for the lower interest rate, and the
remaining factual disputes were not material to their claims.

2. National acted within its contractual rights to raise the interest rate to 11.75% and, when the Bruces
failed to make required payments, to institute foreclosure proceedings.

KEY QUOTATIONS

“this case is decided by memorandum opinion and shall not be cited and does not serve as precedent.” (¶ 1)

“National was within its contract rights to raise the interest rate on the loan and, when the Bruces were
unable to make required payments, to institute foreclosure proceedings.” (¶ 9)

FACTUAL BACKGROUND

The Bruces obtained a construction and permanent mortgage loan from National in June 2007. The loan
permitted a lower permanent-loan interest rate if construction was completed and the final draw was received by
April 1, 2008, but required the borrowers to be current on construction-phase interest-only payments before the
final draw. The Bruces were twenty-two days late on the interest payment due March 25, 2008, later stopped
making payments, and National increased the rate to 11.75% and instituted foreclosure proceedings.

PROCEDURAL HISTORY

The Bruces filed suit in the Eleventh Judicial District Court approximately one week before a foreclosure sale
under their deed of trust. They did not seek a preliminary injunction, and the trustee's sale occurred as scheduled.
The District Court granted National summary judgment, concluding that the Bruces' failure to make required
construction-loan interest payments timely defeated their claims; the Montana Supreme Court affirmed.
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