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SENATE BILL NO. 14 

INTRODUCED BY WILLIAMS 

BY REQUEST OF THE JOINT SELECT COMMITTEE ON 

WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED 

EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. 1 THE OPTION 

OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING 

SECTION 39-71-2106, MCA; AND 

EFFECTIVE DATE.• 

PROVIDING AN IMMEDIATE 

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

Section 1. Section 39-71-2106, MCA, is amended to read: 

"39-71-2106. Requiring security of employer. (1) The 

department may require any employer who elects to be bound 

by compensation plan No. 1 to provide a security deposit. 

Stteh The security deposit may be a surety bond, government 

bond, certificate of deposit, or letter of credit approved 

by the department and must be the greater of: 

(a) $250,000; or 

(b) an average of th~ workers' compensation liabilities 

incurred by the employer in Montana for the past 3 calendar 

years. 

(2) ff--the--depertment-find9-thet-an-empioyer-he9-io~t 

his-eo±vefiey-or-finene±al-ebil±~i-to--~ay--the--eompe"sation 
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he~ei"--p~evided--to--be--paid--wh±eh--might--reasonably--be 

expeeted--to-be-chargeable-to-the-employer-dttrtng-the-fisea¼ 

year-to-be-covered-hy-the-perm±ssien-er-thet-t~e-emp¼oyer-is 

an-assoeiation,-eorporat±on,-or-organ±retien--of--individtlal 

employers--see~±ng--perm±ss±on-to-eperete-ttnder-eompensation 

plan-No,-1,-t~e-department-mtlst-reqtt±re-the-em~Toyer,-before 

granting-to-him-perm±ss±on-er-befere-eontintl±ng-or--engaging 

±n-stteh-emptoymefit-stlb;eet-te-the-provisions-e£-eempensation 

p½an--No,--r,--to--give-seetlrity-±n-addit±on-to-the-seettrity 

deseribed-in-~ttbseetion-tlt-£or-the-payment-e£-eompensation7 

wh±en-seetlrity-mtlst-be-±n-stteh-an-amoant-as--the--depar~ment 

£±nds-is-reasenab¼e-and-neeessary-to-meet-al¼-liab±l±ties-of 

the-emp¼oyer-w~ieh-may-reasonab¼y-and-erd±nar±¼y-be-e~peeted 

to--aeertte--dttring-the-fiseal-year~ {a) The department shall 

require an employer to give security in addition to the 

security described in subsection {l) if: 

(i) the department determines that the employer is 

insolvent or lacks the financial ability to pay the 

compensation that is required under this chapter and that is 

chargeable to the employer during the fiscal year to be 

covered by the permission provided for in 39-71-~!_0J; or 

(ii) the employer is an association, corporation, or 

organization of individual employers seeking permission to 

operate under compensation plan No. 1. 

(b) The additional security required 1n subsection 

-2- INTRODUCED BILL 
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~ must be an amount that the de,l)_artment finds 

reasonable and necessarl. to meet all liabilities that the 

employer may accrue under this chapter during the fiscal 

year. 

(3) ill The security provided for in subsection (2) 

must be deposited with the department and may be a--eertain 

either an estimated percent of the employer's last preceding 

annual payroll or a certain percent of the established 

amount of his annual payroll for the fiscal year;--or--the~ 

The security may be-~n-the-form consist ofi 

!iJ.. a bond or undertaking executed to the department in 

the amount to be fixed by it with two or more sufficient 

sureties, which undertaking must be conditioned that the 

employer will well-and-tr~¼y pay or cause to be paid to his 

employees all sums and amounts for which the employer sha¼l 

16 become becomes liable under the terms of this chapter ~o-hi~ 

17 

18 

19 

employees during the fiscal year; or ~tteh--~eettr~~y--may 

eef'l.s.¼~t-0£ 

l!.U any state, county, municipal, or. school district 

20 bonds or the bonds or evidence of indebtedness of any 

21 individuals or corporations whieh that the department deems 

22 

23 

considers s·ol vent ;--eind-e'lfe't'y-~t1eh .!.. 

(b) Every deposit and the character and amount of ~t1eh 

24 the securities ~ha¼i mus! at all times be subject to 

25 approval, revision, or change by the department as tn -~tt~ 
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jttdgm~"t it may be-reqtt¼r~d,-a~d-~pe~ require. 

(cl Upon proof of the final payment of the liability 

for which sttch the securities are given, ~tte~ the securities 

or any remaiftift9--par~--thereof--sha¼¼ remainder of the 

securities must be returned to the depositor. 

(4) The department is liable for the value and 

safekeeping of all ~tleh deposits or securities and shall, at 

any time, upon demand of a bondsman or the depositor, 

account for the ~affle deposits or securities and the earnings 

t:l"let"eof of the de.2_0s its or securities. 1
' 

NEW SECTION. Section 2. Saving clause. [This act] does 

not affect rights and duties that matured, penalties that 

were incurred, or proceedings that were begun before [the 

effective date of this act]. 

NEW SECTION. Section 3. Effective date. [This act] is 

effective on passage and approval. 

-End-
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SENATE BILL NO. 14 

INTRODUCED BY WILLIAMS 

BY REQUEST OF THE JOINT SELECT COMMITTEE ON 

WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED 

EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. l THE OPTION 

OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING 

SECTION 39-71-2106, MCA; AND 

EFFECTIVE DATE." 

PROVIDING AN IMMEDIATE 

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

Section 1. Section 39-71-2106, MCA, is amended to read: 

"39-71-2106. Requiring security of employer. (1) The 

department may require any employer who elects to be bound 

by compensation plan No. 1 to provide a security deposit IN 

ACCORDANCE WITH RULES ADOPTED BY THE DEPARTMENT. SHeh The 

security deposit may be a surety bond, government bond, 

certificate of deposit, or letter of credit approved by the 

department and must be the greater of: 

(a} $250,000; or 

(b) an average of the workers' compensation liabilities 

incurred by the employer in Montana for the past 3 calendar 

years. 

(2) Jf-the-dep8rtment-find~-that-an-employer--ha~--lo5t 

~na •••••la,.,, counc< 
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h~~--~o~veney--or--r±naneia¼-ability-to-pay-the-eompensation 

herein--provided--to--be--pa±e--whieh--might--reasonab¼y--be 

expeete0-to-be-ehargeab¼e-to-tke-emp¼oyer-dttring-the--£±sea¼ 

year-to-be-eovered-by-the-perm±sston-or-that-the-emp±oyer-is 

an--assoeiat±on,--eorperation,-or-organi~at±on-0£-±nd±~id~a¼ 

emp¼oyers-seek±ng-permission-to-operate--tlnder--eompensation 

p±an-No.-17 -the-department-mttst-reqttire-the-employer,-before 

grant±ng--to-him-permission-or-before-eontintting-or-e~ga9ing 

in-stteh-empioyment-stlbjeet-to-the-provisions-of-eompensat±on 

p¼an-Ne.-i,-to-9i~e-seetl~ity-in--addi~~~~--to--t~e--seetlrity 

deseribed-in-sttbseetion-t¼t-£er-the-payment-of-eompensation, 

whieh--seettrity--mtlst-be-in-stteh-an-amotlnt-as-the-department 

r±nds-±e-reasoftabie-and-neees~ery-to-meet-a±±-l±abilities-0£ 

~he-emp¼oyer-wh±ch-may-rea~onabiy-and-ord~na~i¼y-be-expeeCed 

to-aeertte-dttring-the-£±~eai-year. (a) The department shall 

require an employer to give security in addition to the 

security described in subsection (1) if: 

(i) the department determines that the employer is 

insolvent or lacks the financial ability to pay the 

compensation that is required under this chapter and that is 

chargeable to the employer during the fiscal year to be 

covered by the permission provided for in 39-71-2103; or 

(ii) the employer is an association, corporation, or 

organization of individual employers seeking permission to 

~_g~rate under compensation plan No. 1. 

SECOND READING 
-2- SB 14 
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L2~ must be an amount that 

reasonable and necessar~ to meet all 

SB 0014/02 

reguired in subsection 

the deQartment finds 

liabilities that the 

employer may accrue under this chapter during the fiscal 

~ 

(3) ill The security provided for in subsection (2) 

must be deposited with the department and may be a-ee~teift 

either an estimated percent of the employer's last preceding 

annual payroll or a eer~ain percent of the established 

amount of his annual payroll for the fiscal year;-or-the. 

The security ~ay be-i~-~he-fo~m consist of~ 

ill a bond or undertaking executed to the department in 

the amount to be fixed by it with two or more sufficient 

sureties, which undertaking must be conditioned that the 

employer will vei½-and-~rtt~y pay or cause to be paid to his 

employees all sums and amounts for which the employer ehali 

17 beeome becomes liable under the terms of this chapter to-hie 

18 effl~ioyees during the fiscal year; or stteh-eee~r±ty-may 

19 ec~s±st-or 

20 1l..U_ any state, county, municipal, or school district 

21 bonds or the bonds or evidence of indebtedness of any 

22 individuals or corporations which that the department deems 

23 

24 

considers solvent;-aftd-every-sueh~ 

(b) Every deposit and the character and amount of ~~eh 

25 the securities ~ha¼¼ mu~t at all times be subject to 
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approval, revision, or change by the department as tn-i~s 

jttdgment it may be-reqtt±red,-a~d-ttpo~ require. 

(c) Upon proof of the final payment of the liability 

for which stteh the securities are given, etteh the securities 

or any ~emainin9--pa~t--~heree~--shall reriainder of the 

securities must be returned to the depositor. 

( 4) The department is liable for the value and 

safekeeping of all etteh deposits or securities and shall, at 

any time, upon demand of a bondsman or the depositor, 

account for the same deposits or securities and the earnings 

thereof of the de.eosits or securities.u 

NEW SECT ION. Section 2. Saving clause. [This act J does 

not affect rights and duties that matured, penalties that 

were incurred, or proceedings that were begun before [the 

effective date of this act]. 

NEW SECTION. Section 3. Effective date. [This act] is 

effective on passage and approval. 

-End-

-4- SB 14 
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SENATE BILL NO. 14 

INTRODUCED BY WILLIAMS 

BY REQUEST OF THE JOINT SELECT COMMITTEE ON 

WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED 

EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO. l THE OPTION 

OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING 

SECTION 39-71-2106, MCA; AND 

EFFECTIVE DATE." 

PROVIDING AN IMMEDIATE 

STATEMENT OF INTENT 

A STATEMENT OF INTENT HAS BEEN PREPARED FOR THIS BILL 

BECAUSE IT AMENDS 39-71-2106 TO EXPRESSLY AUTHORIZE THE 

DEPARTMENT OF LABOR AND INDUSTRY TO ADOPT RULES GOVERNING 

SECURITY DEPOSITS REQUIRED FROM EMPLOYERS WHO ELECT TO BE 

SELF-INSURED UNDER WORKERS' COMPENSATION PLAN NO. l. 

IT IS THE INTENT OF THE LEGISLATURE THAT, IN ADOPTING 

RULES, THE DEPARTMENT ALLOW SELF-INSURED EMPLOYERS TO 

PROVIDE A SECURITY DEPOSIT AS PROVIDED IN 39-71-2106 THAT 

MUST BE: 

(1) AUTOMATICALLY RENEWABLE; 

J1.l ACCOMPANIED BY A PROPERLY EXECUTED SECURITY 

INSTRUMENT THAT MUST BE FILED OF RECORD TO PROTECT AGAINST 

EMPLOYER BANKRUPTCY AND OTHER INSOLVENCY; AND 

~})"" L09islat;•■ Council 
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ill FILED WITH ANY OTHER INFORMATION OR DOCUMENTATION 

NECESSARY 'TO PROTECT THE DEPARTMENT. 

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

Section 1. Section 39-71-2106, MCA, is amended to read: 

"39-71-2106. Requiring security of employer. (1) The 

department may require any employer who elects to be bound 

by compensation plan No. 1 to provide a security deposit IN 

ACCORDANCE WITH RULES ADOPTED BY THE DEPARTMENT. Stteh The 

se.curity deposit may be a surety bond, government bond, 

certificate of depasit, or letter of credit approved by the 

department and must be the greater of: 

(a) $250,000; or 

(b) an average of the workers' compensation liabilities 

incurred by the employer in Montana for the past 3 calendar 

years. 

(2) ¼£-the-depertment-finds-thet-en-emp¼oyer--has--¼ost 

his--so¼vency--or--Einaneia¼-abi¼ity-to-pay-Che-compensaCion 

herein--preYided--to--be--paid--whieh--might--reasenably--be 

expeeted-to-be-ehargeable-to-the-employer-dttring-the--£isea¼ 

year-to-be-eoyered-by-the-permission-or-that-the-emp¼oyer-is 

an--as~octation,--corporation,-or-organization-0£-individaa¼ 

empioyer8-see~ing-permiss¼on-to-operate--Hnder--eompensation 

plan-No.-¼,-~he-department-muet-reqtti~e-the-employer,-betore 

gre:nting--to-hi:T-pet-mission-or-before-eontintting-or-engaging 

-2-
THIRD READING 
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in-stteh-emptoyment-sttb;eet-to-the-pro•isions-of-eompensetion 

p¼an-NoT-¼7-to-gi•e-seettrity-in--additien--to--the--seettrity 

deseribed-in-sttbseetion-tlt-for-the-payment-or-eompensation7 

whieh--seettri~y--must-be-in-stteh-an-amottnt-as-the-de~ar~ffleftt 

£inds-is-~easonab¼e-and-neees8a~y-~o-meet-a¼l-liabi¼ities-oE 

the-employer-whieh-may-reasonably-and-ordineri¼y-be-eKpeeted 

to-eeertte-dttring-the-riseat-year. (al The department shall 

require an employer to give security in addition to the 

security described in subsection (ll if: 

(il the department determines that the employer is 

insolvent or lacks the financial ability to pay the 

compensation that is required under this chapter and that is 

chargeable to the employer during the fiscal year to be 

covered by the permission provided for in 39-71-2103; or 

(ii) the employer is an association, corporation, or 

organization of individual employers seeking permission to 

operate under compensation plan No. 1. 

(bl The additional security required in subsection 

(2l(a) must be an amount that the department finds 

reasonable and necessary to meet all liabilities that the 

employer may accrue under this chapter during the fiscal 

year. 

(3) fil The security provided for in subsection (2) 

must be deposited with the department and may be a-eertain 

either an estimated percent of the employer's last preceding 

-3- SB 14 
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annual payroll or a eertaift percent of the established 

amount of his annual payroll for the fiscal year~-or-the~ 

The security may be-in-the-form consist ofL 

ill a bond or undertaking executed to the department in 

the amount to be fixed by it with two or more sufficient 

sureties, which undertaking must be conditioned that the 

employer will we¼¼-eftd-trtt¼y pay or cause to be paid to his 

employees all sums and amounts for which the employer snail 

beeome becomes liable under the terms of this chapter to-his 

emp¼oyees during the fiscal year; or stten-seettrity-may 

consist-of 

1!.!.l any state, county, municipal, or school district 

bonds or the bonds or evidence of indebtedness of any 

individuals or corporations whieh that the department deems 

considers solvent;-and-eYery-stteh~ 

(bl Every deposit and the character and amount of stteh 

the securities shalt must at all times be subject to 

approval, revision, or change by the department as in-its 

judgfflent it may be-reqttired7 -and-upon require. 

(c) Upon proof of the final payment of the liability 

for which such the securities are given, sueh the securities 

or any remaining--part--thereeE--shn½¼ remainder of the 

securities must be returned to the depositor. 

(4) The department is liable for the value and 

safekeeping of all etteh deposits or securities and shall, at 

-4- SB 14 
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l any time, upon demand of a bondsman or the depositor, 

2 account for the same deposits or securities and the earnings 

3 t:hereef of the deposits or securities." 

4 NEW SECTION. Section 2. Saving clause. [This act I does 

5 not affect rights and duties that matured, penalties that 

6 were incurred, or proceedings that were begun before (the 

7 effective date of this act]. 

8 NEW" SECTION. Section 3. Effective date. [This act] is 

9 effective on passage and approval. 

-End-

-5- SB 14 
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SENATE BILL NO. 14 

INTRODUCED BY WILLIAMS 

BY REQUEST OF THE JOINT SELECT COMMITTEE ON 

WORKERS' COMPENSATION 

A BILL FOR AN ACT ENTITLED: "AN ACT TO ALLOW A SELF-INSURED 

EMPLOYER UNDER WORKERS' COMPENSATION PLAN NO, l THE OPTION 

OF PROVIDING A CERTIFICATE OF DEPOSIT AS SECURITY; AMENDING 

SECTION 39-71-2106, MCA; AND 

EFFECTIVE DATE," 

PROVIDING AN IMMEDIATE 

STATEMENT OF INTENT 

A STATEMENT OF INTENT HAS BEEN PREPARED FOR THIS BILL 

BECAUSE IT AMENDS 39-71-2106 TO EXPRESSLY AUTHORIZE THE 

DEPARTMENT OF LABOR AND INDUSTRY TO ADOPT RULES GOVERNING 

SECURITY DEPOSITS REQUIRED FROM EMPLOYERS WHO ELECT TO BE 

SELF-INSURED UNDER WORKERS' COMPENSATION PLAN NO. l. 

IT IS THE INTENT OF THE LEGISLATURE THAT, IN ADOPTING 

RULES, THE DEPARTMENT ALLOW SELF-INSURED EMPLOYERS TO 

PROVIDE A SECURITY DEPOSIT AS PROVIDED IN 39-71-2106 THAT 

MUST BE: 

ill AUT<lMATICALLY_RENEWABLE; 

(2) ACCOMPANIED BY A PROPERLY EXECUTED SECURITY 

INSTRUMENT THAT MUST BE FILED OF RECORD TO PROTECT AGAINST 

EMPLOYER BANKRUPTCY AND OTHER INSOLVENCY; AND 
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(3) FILED WITH ANY OTHER INFORMATION OR DOCUMENTATION 

NECESSARY TO PROTECT THE DEPARTMENT. 

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

Section 1. section 39-71-2106, MCA, is amended to read: 

"39-71-2106. Requiring security of employer. (1) The 

department may require any employer who elects to be bound 

by compensation plan No. l to provide a security deposit IN 

ACCORDANCE WITH RULES ADOPTED BY THE DEPARTMENT. Stteh The 

security deposit may be a surety bond, government bond, 

certificate of deposit, or letter of credit approved by the 

department and must be the greater of: 

(a) $250,000: or 

(b) an average of the workers' compensation liabilities 

incurred by the employer in Montana for the past 3 calendar 

years. 

(2) yf-the-department-rinda-tnat-en-emp¼oyer--haa--¼oat 

his--~olveney--or--rinane¼al-ability-to-pay-the-eompen5ation 

here±~--provided--to--be--paid--whieh--might--rea5onably--be 

expeeted-to-be-ehar~eable-to-the-empioyer-dttrin9-the--fiseal 

yeer-to-be-eovered-by-the-permi~5ion-or-tha~-the-emp~oyer-is 

a~---a~soeiation7--eorporation7-er-org~nization-0£-individttal 

employer9-seekinq-permi~9ion-to-o~erate--ttnder--eompen9ation 

pian-No.-l,-the-department-mti~t-req~ire-the-employer,-be£e~e 

qran~in9--to-hiffl-perm±9sion-or-before-eo~~inuin9-o~-engag¼ftg 

REFERENCE BILL 
-2- SB U 
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in-sttch-emp¼oyaent-sttbjeet-te-the-preYieions-or-eompensation 

p½a~-Heo-¼,-to-give-secttrity-in--add±tion--te--the--seettrity 

described-¼n-sttbseetion-f¼t-for-the-payment-of-eompensation, 

whieh--secttrity--mttst-be-in-stteh-an-amo~nt-as-the-departmeftt 

find~-is-reasonable-and-neees~ary-to-meet-al¼-¼iabi¼tti~s-of 

the-emp¼oyer-whieh-may-reasonab¼y-and-ordinarily-be-expeeted 

to-aeerue-daring-the-£¼seai-yearo (a) The department shall 

require an employer to give security in addition to the 

security described in subsection (1) if: 

(i) the department determines that the employer is 

insolvent or lacks the financial ability to pay the 

compensation that is required under this chapter and that is 

chargeable to the employer during the fiscal year to be 

covered by the permission provided for in 39-71-2103: or 

(ii) the employer is an association, corparation, or 

organization of individual employers seeking permission to 

operate under compensation plan No. 1. 

jb) The additional security required in subsection 

~ must be an amount that the_ de~artment finds 

reasonable and necessary to meet all liabilities that the 

employer may accrue under this chapter during the fiscal 

~ 

(3) ill The security provided for in subsection (2) 

must be deposited with the department and may be e-e@~~ettt 

either an estimated percent of the employer's last preceding 
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annual payroll or a e@rta¼n percent of the established 

amount of his annual payroll for the fiscal year;-or-the~ 

The security may be-in-t~e-£orm consist of~ 

l.U_ a bond or undertaking executed to the department in 

the amount to be fixed by it with two or more sufficient 

sureties, which undertaking must be conditioned that the 

employer will well-a"d-trttly pay or ca~se to be paid to his 

employees all sums and amounts for which the employer sha¼¼ 

become becomes liable under the terms of this chapter ~e-his 

employee~ during the fiscal year; or stteh-seettrity-may 

eor,,si-st-of 

.Ll.i.l any state, county, municipal, or school district 

bonds or the bonds or evidence of indebtedness of any 

individuals or corporations which that the department deems 

considers solvent;-and-eve~y-saeh~ 

(b) Every deposit and the character and amount of etteh 

the securities eha¼¼ ~ust at all times be subject to 

approval, revision, or change by the department as ¼n-ite 

;udgmen~ it may be-req~ired 7 -and-upott require. 

(c) Upon proof of the final payment of the liability 

for which such the securities are given, sueh the securities 

ur dny remt1-i:ning--part:--i:h~ri!!o£--shaii ,emainder of the 

securities must be returned to the depositor. 

(4) The department is liable for the value and 

safekeeping of all snch deposits or securities and shall, at 

-4- SB 14 



SB 0014/03 

l any time, upon demand of a bondsman or the depositor, 

2 account for the same deposits or securities and the earnings 

3 ~h~r~ot of the de~sits or securities."' 

4 NEW SECTION. Section 2. saving clause. (This act] does 

5 not affect rights and duties that matured, penalties that 

6 were incurred, or proceedings that were begun before [the 

7 effective date of this act]. 

8 NEW SECTION. Section 3. Effective date. [This act I is 

9 effective on passage and approval. 

-End-
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