
MINUTES OF MEETING 
SENATE JUDICIARY COMMITTEE 

March 3, 1977 

The meeting of this committee was called to order by Senator 
Turnage, Chairman, on the above date at 9:40 a.m. in Room 415 of 
the State Capitol Building. 

ROLL CALL: 

All committee members were present for this meeting. 

WITNESSES PRESENT TO TESTIFY: 

Rep. Ramirez - District 64, Billings 
John Cadby - Montana Dankers Assn. 
Mike Griffith - Northwestern Bank, Helena 
Gene Phillips - Conrad Bank of Kalispell 
Mr. Lattin - Vice-pres., Conrad Bank of Kalispell 
Cliff Christian - Montana Assn. of Realtors 
Rod Wilson - Billings Chamber of Commerce 
Rep. Bob Palmer - District 96, Missoula 
Ruth Lange - Montana Assn. of Realtors 
Bette Hostad - League of Women Voters of Motnana 
Klaus D. Sitte - Montana Legal Services Assn. 
Kitty Bornar - Montana Poverty Council 
Eldon L. Piper - Montana Landlards Assn. 
13ae Nan Ellingson - Montana Student Lobby 
Carol J. Farris - Great Falls renter 

C0;JSIDERATION OF HOUSE BILL 72: 

Rep. Ramirez, sponsor of H.B. 72, said that it had to do with 
trust indentures and foreclosure of trust indentures, and that it 
calls for a Notice to be posted 20 days before sale. He told the 
committee that the Yellowstone County sheriff has refused to post 
the dotices of Sale although they are paid a fee of $2 for doing 
this and also get mileage. 

DISPOSITION OF HOUSE BILL 72: 

Senator Warden moved that H.B. 72 BE CONCURRED IN. The motion 
carried unanimously. 

CONSIDERATION OF HOUSE BILL 74: 

Rep. Ramirez, sponsorafthis bill, told the committee that it 
was one of two bills dealing with out-of-state lenders and that 
Montana banks sell mortgages to out-of-state lenders but service 
the accounts in Montana and, in this way, obtain more mortgage money 
to lend in Montana. However, Montana is not very attractive to these 
out-of-state lenders as they have to qualify in Montana. Therefore, 
this bill, in an effort to help this situation, has an exception in 



it on page 3 f o r  c e r t a i n  t h i n g s  which a r e  l i s t e d  f o r  which they  do 
n o t  have t o  q u a l i f y  i n  subsec t ion  ( g ) .  The amendment i n  t h i s  sub- 
s e c t i o n  ( g )  i s  what t h e  American Bar Assn. has  recommended. He 
s a i d  f u r t h e r  t h a t  s av ings  and loan  a s s o c i a t i o n s  a r e  d e a l t  w i t h  i n  
a d i f f e r e n t  t i t l e .  Rep. Ramirez submi t ted  a  l e t t e r  which shows 
t h a t  Montana i s  a very  undes i r eab le  p l a c e  from which t o  purchase  
l oans .  (See E x h i b i t  1) H e  s a i d  t h a t  t h i s  b i l l  would make Montana 
a much more a t t rac t ive  p l a c e  i n  which t o  purchase  l oans  and t h i s  
would make more money a v a i l a b l e .  

The f i r s t  proponent t o  t e s t i f y  was John Cadby of  t h e  Montana 
Bankers Assn who s a i d  t h a t  they suppor t  H.B. 7 4 .  

The nex t  proponent was Mike G r i f f i t h  of  t h e  Northwestern Bank 
i n  Helena and chairman o f  t h e  Montana Bankers Assn. who s a i d  t h a t  
t hey  s u p p o r t  t h e  remark9 made by Rep. Ramirez. He t o l d  t h e  com- 
m i t t e e  t h a t  they  were having t r o u b l e  a t t r a c t i n g  more money f o r  
Montana banks and urged passage  of  t h i s  b i l l .  

Gene P h i l l i p s  o f ' K a l i s p e l 1 ,  r e p r e s e n t i n g  t h e  Conrad Bank of  
K a l i s p e l l ,  who w a s  accompanied by M r .  L a t t i n ,  Vice-Pres. of t h e  
Conrad Bank, s a i d  t h a t  t h e y  suppor t  H.B. 74.  

C l i f f  C h r i s t i a n  o f  t h e  Flontana Assn. of  R e a l t o r s  s a i d  t h a t  they 
a l s o  suppor t  H.B. 74. 

Rod Wilson, a proponent r e p r e s e n t i n g  t h e  B i l l i n g s  Chamber of 
Commerce, s a i d  tha , t  t h e y  a l s o  suppor t  H.B. 7 4 .  

There were no opponents p r e s e n t .  The re fo re ,  t h e  Chairman 
al lowed committee members t o  q u e s t i o n  t h e  w i tnes ses .  They were 
p a r t i c u l a r l y  concerned about  whether t h i s  b i l l  might open t h e  door 
t o  o u t - o f - s t a t e  l e n d e r s  moving i n t o  Montana. However, t hey  were 
t o l d  t h a t  t h e  sponsor  and proponents  of  t h e  b i l l  d i d  n o t  b e l i e v e  s o .  

DISPOSITION OF HOUSE BILL 74 :  

Sena to r  Towe moved t o  amend page 2 ,  l i n e  9 ,  by s t r i k i n g  a f t e r  
" a s s o c i a t i o n s "  t h e  words "purchasing o x  p a r t i c i p a t i n g "  and i n s e r t i n g  
"with  r e l a t i o n  t o  t h e  purchasing o f  o r  p a r t i c i p a t i n g " .  The  motion 
c a r r i e d  unanimousl-y. H e  t hen  moved t h a t  H.B. 74 a s  amended BE 
CONCURRED I N .  The motion a l s o  c a r r i e d  unanimously. 

Sena to r  Towe t h e n  moved t o  r e c o n s i d e r  t h e  prev ious  motion and 
t o  f u r t h e r  amend page 4 ,  l i n e  8,by i n s e r t i n g  fo l lowing  "p rope r ty"  
t h e  w o r d s U i f  t h e r e  is  no a c t i v i t y  conducted by the o u t - o f - s t a t e  
borrower o r  l e n d e r  w i th  r e s p e c t  t o  t h e  loan  except  p e r i o d i c  i n s p e c t i o n  
of t h e  s e c u r i t y " .  This  motion c a r r i e d  unanimously. Me then  moved 
t h a t  H.B. 74  as amended BE COiKURRED I N  and t h e  motion c a r r i e d  
unanimously. 

CONSIDERATION OF HOUSE BILL 80: 

Rep. Bob Palmer o f  Missoula ,  sponsor  of  t h i s  l a n d l o r d  and t e n a n t  



b i l l ,  t o l d  t h e  crrnmittee t h a t  t h e y  had  used  H.B. 2 6 2  from t h e  l a s t  
l e g i s l a t i v e  s e s s i o n  a s  a b a s i s  t o  t r y  t o  come up w i t h  a  b i l l  a l l  
l a n d l o r d s  and t e n a n t s  c o u l d  l i v e  w i t h  and H.B. 80 i s  a  combina t ion  
o f  t h e s e  e f f o r t s .  H e  s a i d  t h a t  t h i s  b i l l  h a s  s i x  main p a r t s  
and t h a t  h e  b e l i e v e s i t  i s a v e r y b a l a n c e d  b i l l .  They worked on it 
o v e r  a two-year p e r i o d  o f  t i m e .  

Ruth Lange o f  t h e  Montana R e a l t o r s  Assn. was t h e  f i rs t  pro-  
ponen t  t o  t e s t i f y .  She s a i d  t h a t  t h e y  had p u t  a  l o t  o f  t h o u g h t  and 
work i n t o  it and t h a t  t h e y  f e e l  it i s  a  v e r y  good b i l l .  I t  p a s s e d  
t h e  Board o f  R e a l t o r s  unanimously.  

B e t t e  Hostad o f  t h e  Montana League o f  Women V o t e r s  was t h e  ' 

n e x t  p roponen t  t o  t e s t i f y .  She r e a d  a  p r e p a r e d  s t a t e m e n t .  (See  Ex- 
h i b i t  1) 

The n e x t  p roponen t  was Klaus D.  S i t t e ,  a Montana L e g a l  S e r v i c e s  
Assn. a t t o r n e y ,  who s a i d  t h a t  t h i s  i s  t h e  p e o p l e ' s  b i l l  b e c a u s e  
t h e  l a n d l o r d s  and t e n a n t s  who worked on i t  wanted it t o  c o v e r  e v e r y -  
t h i n g  p o s s i b l e .  H e  f u r t h e r  t e s t i f i e d  t h a t  it i s  r e a l l y  less com- 
p l i c a t e d  t h a n  o u r  p r e s e n t  law and t h a t  many l a n d l o r d s  may f i n d  t h a t  
t h e y  do n o t  have  t o  have  w r i t t e n  agreements  w i t h  t h e i r  t e n a n t s  any 
l o n g e r .  He a l s o  s a i d  t h a t  t h i s  w i l l  t r u l y  encourage  l a n d l o r d s  
t o  improve h o u s i n g  i n  Montana. 

K i t t y  Bomar, r e p r e s e n t i n g  t h e  Montana Pover ty  C o u n c i l ,  was t h e  
n e x t  p roponen t .  She s a i d  t h a t  t h e  Montana P o v e r t y  C o u n c i l  s u p p o r t s  
H.B.  80 .  

Eldon P i p e r ,  p r e s i d e n t  o f  t h e  Montana Landlord  Assn . ,  was t h e  
n e x t  p roponen t  t o  t e s t i f y .  H e  s a i d  t h a t  t h e y  had worked w i t h  t h e  
g roup  i n  Missou la  f o r  t h e  l a s t  y e a r  and a  h a l f  t o  g e t  a  good b i l l  
and t h a t  h e  t h i n k s  t h i s  b i l l  is un ique  b e c a u s e  everybody a g r e e s  on it. 

The n e x t  p roponen t  was Mae Nan E l l i n g s o n ,  r e p r e s e n t i n g  t h e  
Montana S t u d e n t  Lobby, who s a i d  t h a t ,  s i n c e  t h e  b u l k  o f  s t u d e n t s  are 
t e n a n t s ,  t h e y  a r e  v e r y  i n t e r e s t e d  i n  t h e  hous ing  s h o r t a g e  and t h a t  
t h i s  b i l l  sets a  minimum s t a n d a r d  o f  conduc t  f o r  b o t h  s t u d e n t s  as  
t e n a n t s  and l a n d l o r d s .  She  a l s o  s a i d  t h a t  t h i s  i s  a  b e t t e r  b i l l  t h a n  
t h a t  i n  t h e  l a s t  s e s s i o n  o f  t h e  l e g i s l a t u r e  and t h a t  t h e y  f e e l  t h i s  
b i l l  i s  needed i n  Montana. 

C a r o l  F a r r i s ,  a G r e a t  F a l l s  r e n t e r ,  t e s t i f i e d  a s  a  p r o p o n e n t  
o f  H.B. 80  a l s o .  She s a i d  t h a t  p e o p l e  are g e t t i n g  e x o r b i t a n t  r e n t s  
f o r  s u b s t a n d a r d  h o u s i n g  i n  G r e a t  F a l l s  b e c a u s e  there i s  such  a  
h o u s i n g  s h o r t a g e .  

There  were no opponen t s  t o  H.B. 80 p r e s e n t .  

Rep. Palmer c l o s e d  by s a y i n g  t h a t  t h i s  b i l l  is  a  compromise o f  
b o t h  l a n d l o r d s  and  t e n a n t s  and c l e a r l y  d e f i n e s  t h e  r i g h t s  o f  b o t h .  
H e  s a i d  t h a t  a  M r .  J a c k o v i c h  o f  B u t t e  who r e u t s  200  u n i t s  would have  
l i k e d  t o  have  a t t e n d e d  t h i s  h e a r i n g  b u t  c o u l d  n o t  b e  h e r e .  



The committee discussed the cost of advertising the change 
in the law in the newspaperstas the bill calls fortbecause it did 
not have a fiscal note on it. Rep. Palmer said they would have 
no objections to whatever the committee did on this. The Chairman 
told them that the committee would take it under advisement and 
try to work it out. 

At this time, Senator Turnage assigned R.B. 72 to Senator 
Murray to carry on the floor and H.B. 74 to Senator Towe. 

Senator Towe moved to amend H.B. 80 by striking "such summary" 
and inserting "when this act will take effect and where a summary 
will be available1' and on line 6 to strike "may". The motion carried 
unanimously. However, it was decided that they would have to work 
on H.B. 80 another time. 

There being no 
11:OO a.m.. 

further business, the committee adjourned at 

,% 
NATOR JEAN 
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J 
December 10, 1975 

M r .  Richard M. Smith 
Manager 
Met ropo l  i t a n  Serv ice  Mortgage Corporat ion 
2 Nor th  Broadway 
B i l l i n g s ,  Montana 59101 

- . .. Dear Pir. Smith: 

- ihsnh you f o r  your  l e t t e r  o f  November 21, 1975, regarding placement o f  
Montana i n  Group I V  of  t h e  "Summary Chart o f  'Daing BusinessI i '  c a r r i c d  
i n  t h e  May 1974 LEGAL BULLETIN 182. We apprec ia te  t h e  i n t e r c s t  which 
p r m p t c d  your l e t t e r .  I f  i t  i s  your suggest ion t h a t  p lacmient  of Mont-.a,l,~ 
i n  Group IV i s  improper, however, I cannot agree. 

M r .  K r i e g ' s  l e t t e r  o f  May 20, 1974 t o  your companyis M r .  L indberg  i s  
b i  rec ted  t o  t h e  quest i o n  llas t o  whether t h e  purchase o f  loans secured by 

D niortgages o r  t r u s t  indentures on Montana rea 1 p roper t y ,  or i  g i nated by 
\;r>ti i : ~  Montana, and s o l d  and assigned by you t o  o u t - o f - s t a t e  corpord;ion5 
vrouid r a s u l t  i n :  (a)  t h e  necess i ty  o f  such o u t - o f - s t a t e  corpora t ions  t o  
q u a l i f y  t o  do business w i t h i n  t h e  S t a t e  o f  Montana; o r  (b)  any i n p o s i t i o r i  
o f  Montana income t a x  o r  o t h e r  Montana 'do ing bus iness '  t a x  upon the  i n t c r -  
c s t  income received by such o u t - o f - s t a t e  co rpo ra t i on  on t h e  loans assigncd 
t o  t h e  corpora t ion . "  M r .  K r i e g  s t a t e s  t h e  assumptions on which h i s  o p i r l i o ~ ~  
i s  pos i ted .  I would n o t  agree t h a t  h i s  conclus ions n e c e s s a r i l y  ar-e cot-I-cct 
un less  I had a d d i t i o n a l  s p e c i f i c  i n fo rma t ion  regard ing t h e  t ransac t ions  which 
you consurnmate w i t h  o u t - o f - s t a t e  assoc ia t ions .  I r e f e r  you t o  page 30 o f  
W i l l i a rn  C .  Pra the r l s  a r t i c l e ,  'What Cons t i t u tes  'Doing Businessui, which 
was c a r r i e d  i n  t h e  March 1959 LEGAL BULLETIN, and i n  p a r t i c u l a r  t o  "The 
15 Rules o f  t h e  ' I n s u l a t i o n  Method"' s e t  ou t  a t  page 81. _1 feel  t h a t  t o  
s t a r e  c o n f i d e n t l y  t h a ~  an ou t -o f - s ta te  assoc ia t i on  i s  not  sub j cc t  t o  

-'-PI--- 

f i o~ , t  ,>I,.,', I1dainq busTlcssl l  laws, t h e  s t ~ 1 i 6 r ~ ~ i ~ ~ a ~ 1 u n  I?.:r11oc7l 
~ l ~ ~ ~ t ~ l c l  h e  ac~herl.cl t o  s t r i c t l y .  - 
These comments r e l a t s ,  o f  course, t o  t h e  f i r s t  aspect o f  M r .  K:- ieg's 
s ta te~nent  o f  t h e  quest ion,  . i .e., "doing business1' I-equi r i n g  qcial i fics;: i , . . ~ .  
To thc cxtcnt:  t h a t  M r .  K r i c g  bases t h i s  p a r t  o f  h i s  o p i n i o n  on p ~ - o v i : ; i o ~ ~ * .  
al' Lllc M c m C a ~ u  BLI.; inct;s Coi-poi-.~t i on  Ac t ,  I d i  sacJrc!c!. 

The p r o v i s i o n s  o f  t h e  Montana Business Corporat ion A c t  have no appl  i c a t  ion,  
i n  njy op in ion ,  t o  t h e  quest ion  of what  a c t i v i t i e s  niay be cncjagcd i n  by a 

f o r e i g n  savings assoc ia t i on  i n  Montana w i thou t  t h e  a s s o c i a t i o n  t h e r e b y  sub- 
j e c t  ing i t s e l f  t o  t h e  "doing businessl l  p r o v i s i o n s  o f  t h a r  statt : .  Monrana 
Business Corporat ion Act ,  Sect ion  15-22-136,  liApplica.Licjn t o  e x i s t i n g  
corpora t ions , "  provides,  i n  p a r t ,  "Nothing conta ined i n  ti12 E:oniaiId 

i LJel-lt Busir ics:;  Corporat ion Act  s h a l l  be construed t o  repeal o r  smei~d t h e  



tlr. l?ichard M. Smith 
,?L.!,c 2 
December 10, 1975 

s ta tu tes  r e l a t i n g  t o  . . . b u i l d i n g  and savings and loan assoc ia t ions . . . and o ther  corporat ions f o r  which special  regu la t ions different 
froin the general p r i v a t e  business corporat ion l a w s  o f  t h i s  s t a t c  have 
ex i s t ed  p r i o r  t o  Ju ly  1 ,  1967," 

Thc Montana s ta tu to r y  prov is ions app l icab le ,  I b c l i c v c ,  ta t h i s  clucs- 
t i o n ' a r c  found i n  R.C.M. 1947 T i t l e  7 - t lBui ld ing and Loan A s s o c i ; ~ t i u n s . ~ ~  
S ~ c t i o n  7-131 sets out  require~nents app l icab le  t o  f o re i gn  associat ions.  
Tbey are r igorous and a re  j u s t i f i c a t i o n ,  i n  my opinion,  For placemefit 
o f  Elontana i n  Group I V  on the Summary Chart. Sect ion 7-136 i s  e x p l i c i t  
il; i t s  statement of t he  app l i ca t i on  of the  Montana Bu i l d i ng  and Loan 
Assoc ia t ion Act  t o  savings associat ions,  inc luding,  presumably, f o re i gn  
assoc ia t ions.  Xerox copies of these two sect ions a re  attached. Note 
a l s o  t h a t  Sect ion 7-159 provides I t l nso fa r  as the  prov is ions o f  t h i s  ac t  
a r e  incons is tent  w i t h  t h e  prov is ions o f  any o ther  governing b u i  l d i n g  and 

. 

loan assoc ia t ions the  prov is ions o f  t h i s  ac t  sha l l  c o n t r ~ l . ~  

? ,UCO~-IJ ~ ~ p ~ c t  o f  M r .  Krieg's opin ion i s  concerned w i t h  t h e  oc~t -o f -  
s ta re  assoc ia t ion  being subjected t o  taxa t ion  by the  State  o f  Ilorit,~t1.3. 
L i , ~ t i :  l i t y  o f  ou t -o f -s ta te  corporat ions f o r  taxes i n  s tz tzh  o t h e r  than 
b L t i L ~ > <  o f  t h e i  r incorps ra t ion  i s  a  quest ion d i s t i n c t  from "doing businel 

requi  r i n g  qua1 i f  i ca t ion .  An ou t -o f -s ta te  corporat ion 's  1 i a b i  1 i iy f o r  
income t a x  does depend on whether o r  not i t  i s  doing bitsincs:; i n  the 
s t a t e  imposing the  tax,  bu t  "doing business" f o r  t ax  pul-poses i s  not  
t he  same as "doing business" f o r  qua1 i f i c a t  ion purposes. The op i  nion 
dated January 28, 1975 o f  M r .  McGinnis, the  Rontana Dcput Chief Tax 
Counsel, s ta tes  t ha t  "at the  present timeit the s t a t e  would not  attempt 
t o  b r i n g  such corporat ions under the corporat ion income tax .  I do not 
know the  s p e c i f i c  f a c t  s i t u a t i o n  submitted t o  M r .  KcGinnis on which he 
based h i s  opin ion.  His i s  a  co r rec t  conclusion, no doubt, drawn froin 
t he  f a c t s  submitted t o  h i m .  He ~ t a t e s , ' ~ A l l  a c t i v i ~ i e s  r e l a t i n g  t o  thz 
loans secured by Montana rea l  proper ty  a re  ca r r i ed  ou t  by t he  Metro- 
p o l i t a n  Serv ice Corporation w i t h  on l y  a  s ta ted payment be ing  re$q i t ted  
t o  t he  ou t -o f -s ta te  corporation." Presu~liably he d i d  n o t f i n d  s u f f i c i e n t  

. - 
contacts or' based on the  f ac t s  presented t o  hini t o  base an 
asser t ion  o f  Montana's t ax i ng  powers. Obviously, these contacts w c r c  
i i 1 1 .  I n  any case, the Surrmary Chart i s  concerned w i t h  doing I,u;ini*. , 

f o r  qc l a l i f i ca t i on  purposes and not  f o r  tax  purposes. 

I f  my conclusions regarding the  paramountcy o f  the  Montana B u i l d i n g  anc! 
Loan Assoc ia t ion sect ions r e l a t i n g  t o  fo re ign  associat ions ai-e correct, 
you w i  1 1  understand t h a t  placement of  tlontana i n  Croup I V  r\roc~ld sedlc I:,.. 
be cor rec t .  This b c i ~ l g  so, the i nsu la t i on  fornlula slig!;c:stcd i n  M r .  ?I-,I . t ; c i - ,  
; , I - t ic lc  should be given ca re fu l  considerat ion by any assoc ia t ion  con.ti:rli- 
p l a t i n g  the engaging i n  Montana t ransact ions which might i nvo l ve  i t  w i t h  
the  "cioing business" laws o r  the t ax  laws of t h a t  s t a t c .  

I t  i s  a pleasure t o  be of serv ice.  
4 

very' i r u I y  yours, , 
I .  2,+;i, 4,4p#44<r0 I* ,/ 

, ',' 
'DO& 1 d ti. Week 
Ass is tan t  Counsel 
Dl- iW/f 
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The League o f  Women Voters supports House B i l l  80. 
The League o f  Women Voters supports t h i s  b i l l  under 
i t s  Na t iona l  Human Resource p o s i t i o n  o f  a c t i o n  t o  achieve 
equal r i g h t s  f o r  a l l  i n  t h e  housing area. Th is  B i l l  
c l e a r l y  and f a i r l y  de f ines  both  t h e  r i g h t s  and t h e  
respons ib i  1 i t i e s  o f  l a n d l o r d  and tenan t  i n  such sec t ions  
as 20 and 22, 26 and 33, and s e c t i o n  41, 1 and 2. The 
B i l l  prov ides a means o f  p u b l i c i z i n g  the  changes under 
s e c t i o n  46; and t h e  League o f  Women Voters supports 
equal access t o  the  law. 

The League o f  Women Voters has always supported changes 
t h a t  make the  law more e a s i l y  understood and f o r  t h i s  
reason a l s o  we can support  t h e  B i l l .  As the  code i t  i s  
r e p e a l i n g  i s  dated 1947, we a r e  hopefu l  t h i s  needed 
l e g i s l a t i o n  w i l l  pass i n  t h i s  session. 

Thank you 
LEAGUE OF WOMEN VOTERS OF MONTANA 
B e t t e  Hos t a d  458-9588 
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