
MINUTES OF THE MEETING 
BUSINESS & INDUSTRY COMTYITTEE 

MONTANA STATE SENATE 

January 24, 1979 

The meeting of the Business and Industry Committee was called 
to order by Chairman Frank Hazelbaker on the above date in 
Room 404 of the State Capitol Building at 10:OO a.m. 

ROLL CALL: All members were present. 

Chairman Hazelbaker stated the bill under consideration is 
Senate Bill 84 which is an agency bill by request of the 
Department of Business Regulation. Chairman Hazelbaker called 
on Senator Blaylock, sponsor of the bill. 

SENATE BILL 84: Senator Blaylock stated the Department needs 
the authority it has requested when it has reason to believe 
some bad banking practices are going on and they can issue a 
cease and desist order. There is no act presently on the books 
today. The Department has come up with a number of amendments 
which are attached. 

flr. Kent Kleinkopf, director of the Department of Business 
Regulation, said his department is requesking this legislation 
for the main reason that currently they do not have any authority 
to handle problems that arise in banks to assist the institution 
in solving its problems. This is ultimately for the protection 
of the consumer through safety and soundness of the institution 
to be regulated. Montana is one of the very few states that 
does not have a cease and desist order. 

The Federal Reserve Board and the FDIC have both informed the 
Department that in the next few years they are going to be 
pulling out of the primary regulation of state banks to a great 
degree and rely on the state to enforce regulations. Therefore, 
the role of the Department of Business Regulation will he 
increasing substantially in the future. 

Mr. Les Alke, Administrator of the Financil Division for the 
Department of Business Regulation and Mr. Harold Pitts of the 
Montana Bankers Association both spoke in support of the bill 
and recommended its passage. 

Mr. Phil Sandquist, president of the First Security Bank of 
Bozeman said he was opposed to this bill because he felt it 
was unnecessary since all banks are either members of the 
Federal Reserve System or FDIC. 
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S e n a t o r  L o w e  a sked  M r .  Kle inkopf  why w e  needed f u r t h e r  
i n v e s t i g a t i o n  because  t h e s e  o t h e r  a g e n c i e s  a r e  i n v e s t i g a t i n g  on 

I 
a  r e g u l a r  basis .  

N r .  Kle inkopf  r e p l i e d  t h a t  t h e  p r o c e s s  of  e x a m i n a t i o n  is  an  ongoing 
process t h a t  t a k e s  p l a c e  e v e r y  day.  A l l  banks a r e  t o  b e  examined 
e a c h  y e a r .  There  i s  n o t  enough p e r s o n n e l  to examine s t a t e  banks.  
The f e d e r a l  a u t h o r i t i e s  m u s t  b e  c a l l e d  i n  f o r  a  c e a s e  and d e s i s t  
a c t i o n .  

There  was a  g e n e r a l  d i s c u s s i o n  on bank ing  p r a c t i c e s  i n  Montana. 

N o  a c t i o n  was taken on S e n a t e  B i l l  8 4 .  The Committee wanted t i m e  
to l o o k  over t h e  c o r r e c t e d  amendments. 

ADJOURN: T h e r e  b e i n g  no f u r t h e r  b u s i n e s s ,  t h e  m e e t i n g  was 
a d j o u r n e d  a t  1 1 : l O  a.m. 

' ' I ,  
/ ' ;  
., , 1 , ,,, , 

FRANK HAZELBAKER, CIjAIPJ4AN 
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BILL TO BE HEARD BY 

THE SENATE BUSINESS AND INDUSTRY COM.MITTEE 

JANUARY 24,  1979 

B i l l  

S B  8 4  

Sponsor  - 
B i a y l ~ c k  

By r e q u e s t  of t h e  Department  o f  B u s i n e s s  R e g u l a t i o n .  
Gives  t h e  depar tment  d i r e c t o r  t h e  power t o  i s s u e  a  c e a s e  and 
d e s i s t  o r d e r  a g a i n s t  a f i n a n c i a l  i n s t i t u t i o n  which is  
e n g a g i n g  o r  a b o u t  t o  engage  i n  an  unsound p r a c t i c e  o r  i s  
v i o l a t i n g  o r  a b o u t  t o  v i o l a t e  a  law o r  r u l e .  ( S e c t i o n  2 (1) ) . 
The o r d e r  may r e q u i r e  t h e  i n s t i t u t i o n  t o  t a k e  a f f i r m a t i v e  
a c t i o n  t o  c o r r e c t  c o n d i t i o n s  r e s u l t i n g  from t h e  unsound 
p r a c t i c e  (p .  3 ,  1. 14-15) .  T h e  b i l l  g i v e s  t h e  d i r e c t o r  power 
t o  remove an  o f f i c e r  o r  board  member on s i m i l a r  g rounds  
( p .  5 ,  1. 19-25; p. 6 ,  1. 1 - 6 ) .  Under t h e  b i l l ,  b o t h  powers 
a r e  e x e r c i s e d  f o l l o w i n g  n o t i c e  and h e a r i n g ,  e x c e p t  t h a t  a 
t empora ry  c e a s e  and d e s i s t  o r d e r  ( S e c t i o n  4 )  i s  e f f e c t i v e  
immedia te ly  (p .  4 ,  1. 1 9 - 2 0 )  and an  o f f i c e r  o r  b o a r d  member 
s u s p e n s i o n  ( S e c t i o n  7 )  i s  a l s o  e f f e c t i v e  immedia te ly  (p ,  9 ,  1. 1-2) .  
A l l  a c t i o n s  o f  t h e  d i r e c t o r  a r e  r e v i e w a b l e  i n  d i s t r i c t  c o u r t  
(p. 1 3 ,  1. 4 - 6 ) .  



I'KOPOSEI) AIIICN I)>II<N'TS 

SENATE BILL N L I B E R  84  

1 .  l 'age 2 ,  L i n e  10 

F o l l o w i n g :  " (1 )  I f  " 

S t r i k e :  " i n  t h e  o p i n i o n  of  t h e  d i r e c t o r  any  i n s t i t u t i o r l  is 

c n g n g i n g  o r  11;is c ~ l g a g c d  or " 

, 2 .  Page 2 ,  L i n e  12 

FIJI 1c7wi1lg : I t  t h 3  t " 

St -L- ikc :  " t l i c  " 

l i : s t ' ~ - t :  ' I  a n y  " 

3. Pagc 2 ,  L i n e  13  

F o l l o w i n g :  " i s  " 

I n s t - r  t :  I '  e n g a g i n g ,  or  ! )as  engaged  o r  i s  " 

& .  I'age 2 ,  L i n c  15 

P'ol lowing:  " o r  

S t r i k e :  " t h e  d i r e c t o r  h a s  r e a s o n a b l e  taus<. t o  be l i eve  t h a t  

t h e  i n s t i t ~ l t i o n  " 

5 .  l'age 3 ,  L i n e  8 

1:c;lJ owing:  " es t ab l i s t - l ed  I '  

I n s e r t :  " by t h e  p r e p o n d e r a n c e  of  t h e  ev ic lcnce  " 



O .  I',ijie 3 ,  L i n e  17 

i : o l l o w i n g :  rl~c: f i r s t  " o f  " 

S t r i k e :  I '  30 I '  

T I I S C J ~ L :  4 5  " 

7 .  P a g e  4 ,  L i n e  19 

F o l l o w i n g :  " p r a c t i c e .  I '  

I n s e r t :  " Such  o r d e r  s h a l l  c o n t a i n  a s t a t e m e n t  of t h e  f a c t s  

c o n s t i t u t i n g  t h e  a l l e g e d  v i o l a t i o n  o r  u n s a f e  o r  unsound 

~ ) r c l c t i c e .  ' I  

8. !'age 5 ,  L i n e  17 

F o l l o w i n g :  " o f f i c e  " 

S t r i k e :  " Whenever i n  t!ie o p i n i o n  of  " 

I I ~ S C ' K  t : ' I  wlienever " 

9 .  P a g e  5, L i n e  19 

F o l l o w i n g :  I '  l aw I '  

insert: " i r ~ v o l v i n g  d i s h o n e s t y  o r  breach of t r u s t  " 

10. I':I);C* 5 ,  17 

i- 'olLowing: " d i r e c t o r  " 

I n s e r t :  " h a s  r e a s o n a b l e  c ause  t o  believe " 

11. P , ~ g c .  6, L i n e  6 

- r o l l : , w i n g :  I '  d u t y  I '  

Irlsct t :  , ant1 s u c h  v i o l n t  ior! or  p r ac t  icc o r  breac't~ of  f i d u c i a r y  

d u ~ y  i s  one  i n v o l v i n g  p c r s o n a l  d i s h n n e s t y  on t h e  p a r t  

o f  s u c l ~  bu,lrcl mmbcr  o r  o f f i c e r  " 



1 7 .  I'nge 6 ,  1 , i l . i ~  14 

i :ol lowing:  I '  whenever " 

S t r i k e :  " i n  t h e  o p i n i o n  o f  " 

13. I 'r~ge G ,  L i n e  14 

I 7 ~ ) 1 1 ~ i ~ 1 i n g :  " d i r e c t o r  " 

I n s e r t :  " h a s  r e a s o n a b l e  c a u s e  t o  b e l i e v e  t h a t  " 

1 4 .  Page 7 ,  L,ine 19 

F o l l o w i n g :  " e s t a b l i s h e d  " 

I n s e r t :  " by t h e  p r e p o n d e r a n c e  of  t h e  e v i d e r ~ c e  " 

15.  Paj:e 9 ,  L i n e  1 

Fo i lob i ing :  " i n s t i t u t i o n .  " 

I ~ l s e r r :  " Tile n c l t i c c  sh:ill  c o n t n i r ?  n statement o f  t h e  f a c t s  

c o n s t i t u t i n g  g r o u n d s  f o r  t h e  o r d e r  and s h a l l  f i x  a  t i m e ,  

n o t  l a t e r  t h a n  10 d a y s  f rom t h e  d a t e  o f  t h e  s e r v i c t  o f  t h e  

n o t i c e ,  a t  which 3 h e a r i n g  w i l l  bc  h e l d  t o  a f f o r d  t h e  

board mcnber o r  o f f i c e r  t h e  o p p o r t u n i t y  t o  r e s p o n d .  " 

16. Page 1 0 ,  L i n e  6 

F o l l u w i n g :  " i n v o l v i n g  " 

S t r i 1 . r ~ :  " eml)ezz lement ,  " 

I n s < l r t :  " d i s l r o n e s t y  o r  " 

1 7 .  1'<1ge 10. L i n c  7 

I ' o l l owi~ ig :  " t r u s t  " 

S t r i k c : " o r  s imi1: l r  c r i m c ,  I '  



13. Page  9 ,  L i n e  I 3  

I :oi lowii lg:  I' i t f  LCL. 'I 

S t r i k e :  " any  b o a r d  ~ e ~ b e r ,  o f f i c e r ,  o r  o t h e r  p e r s o n  h a s  been  s u s p e n d e d  

f r o m  o f f i c e  o r  p r o h i b i t e d  f rom p a r t i c i p a t i o n  i n  t h e  

c o n d u c t  o f  tlic a f r n i r s  o l  a n  i r l s t i t u t i o n  " 

I n s e r t :  " t h e  h e a r i n g  p r o v i d e d  I' 

1 9 .  Page 10, L i n e  12 

, F o l l o w i n g :  If i n d i v i d u a l  I' 

I n s e r t :  " The n o t i c e  s h a l l  c o n t a i n  a s t a t e m e n t  of t h e  f a c t s  

c o n s t i t u t i n g  g r o u n d s  f o r  t h e  o r d e r  and  s h a l l  fi.x a p lace  

and  t i m e ,  n o t  l a t e r  t h a n  10 d a y s  from t h e  d a t e  of  t h e  

n o t i c e  a t  wh ich  a h e a r i n g  w i l l  b e  h e l d  t o  a f f o r d  t h e  b o a r d  

meml~er o r  o f f i c e r  t h e  o p p o r t u n i t y  t o  r e spond .  " 

20. Page  10, L i n e  17 

l :ol lowing:  " a f t e r  " 

S t r i i i c :  I' a n y  b o a r d  member, o f f i c e r ,  o r  o t h c r  p e r s o n  has  been  s u s p e n d e d  

f rom o f f i c e  o r  p r o h i b i t e d  f rom p : l r t i c i p n t i o n  i n  t h e  

c o n d u c t  o f  t h ~  a f f a i r s  of an i n s t i t u t i o n  " 

111scrt:  " t h e  h e a r i n g  p r o v i d e d  " 

2 1 .  Page 1 4 ,  L i n e  13 

I;c11 i o w i  ng: I' ( s e c t  i o n s  1 t l ~ r o i ~ g h  13) " 

Tn:i t : r t :  " sl~rlll be rrrade upon i n d i v i d u a l  I ~ o s r d  members and o f f i c e r s  

by pt!rson;ll s e r v i c e  and may be  mndc upon i n s t i t u t i o n s  " 



2 2 .  i';~ge 1 4 ,  i , i t ~ c  13 

1:ollowing: ' I  ( s e c t i o n s  " 

Strikc: ' I  6 " 

i n s e r t :  " 5 " 
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