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3 BILL FOR AN ACT ENTITLED: “AN ACT AUTHCRIZING THE USE CF

ELECTROKIC BANKING FACILITIES AND ELECTRONIC TERAKSFERS OF
FUNDS BY BANKS, SAVINGS AND LOAN ASSOCIATIONS, AND CEREDIT
UNICNS; AMENLING SECTION S5-1028, R.C.M. 1947; ARD PROVIDING

AN EFFECTIVE DATE."

BE IT ENMACTED BY THE LEGISLATURE OF THE STATE CF BONTANA:
Section 1. Short title. This act shall be known and
may be cited as the "Nontana Rlectronic Funds Transfer Act™®.
Section 2, Findings and vpurpose. (1) The legislature
has determined that development of electrcnic funds transfer
systems is a technology vhick promises convenience apd
efficiency for all types of financial depository
imstitutions and their customers., 7The legislatare further
firds that this technelogy threatens to proliferate rapidly;
that there presently exists pno adeguate governmental
requlaticn, federal or state, to control orderiy develcpment
of +this technology tc prevent sasarket domination and
sonopolies, to provide parity for all financial depcsitory
institutions, to provide mandatory shariog of such systess,
and to assure nondiscriminatory access to such systems at

nondiscriminatory rates on the part of all who are inmnvclved
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in the wuse of this technolegy. This act shall apply tc
finrancial institutions chartered under the United States
Code, to the extent permitted by such code.

{2) The legislature finds need to ccntrol lecation ana
structural placement of electronic terminals in crder to:

{a) assure access, protection, and convenience to the
public using then;

{b) assure that structural placement of automated
teller machines are designed to provide maxisum prctection
to the terminal and its conteats frow vandaliss, taspering,
and theft and, since such machines shall be unmanned, to
locate them in a wanner designed to permit maximoa
protection of the public using thes;

{c} prevent traffic comgestion at vehicle parking lots
and pedestrian concourses and sidewalks;

{d} prevent vehicle backup onto gublic highways;

(e} prevent undue interference with pearby businesses;

{f}) locéte automated teller machines in places
peraitting maximum sharing of their use to all operators
desirirg to use them under conditions herein stated.

{3} The legislature further finds that in the present
state of the technology there is substantial pgotential for
error and misuse and that these systems, including wariouas
tyres of terminals, telecommunications between thes and

computer and switching equipaent, cr transport of

—2-

S8 7o



-

@

10
11
12
13
14
15
16
17
18
19
290
21
22
23
24

25

LC ¢154,01

electronically recorded materials fros the terminals to such
equirsent, and the computers and switches themselves are
subject to wmalfunction, vandalism, fraud, theft, apd cther
abuyses amnd accidents, all indicating the obwvicus need for
the exercise of the police power of this state tc protect
its citizens and their property in the use of this
technology. Location of terminals is an important factor in
such protection.

(#) The legislature further finds that ccemercial
banks, savings and loam associations, and credit uniocns,
chacrtered by both federal and state governsents, are in
corpetition for deposits, share accounts, and lcans and
other financial business of the state's citizems; that each
has the capability of utilizing electronic fepds transfer
systeas; and that enless there is controlled use c¢f these
systems there will be strong potentials for destructive
competition and wsarket domination by SORe financial
institutions over others, increasing the 1likelihood for
eisuse and error, duplication and waste, and resulting
increased costs.

(5) To =eet these needs, the legislature finds that
state authority must provide for authorizing such systems;
for speedy and fair remedies for 1losses resulting from
ealfunction, aisuse, or error; and for Gpenalties for

violation of this act.
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Sectjon 3. Definitions. As wused im this act, the
fcllowing definitions shall apply unless the context
otherwise requires:

{1) "EBlectronic funds transfer" wmeans debiting or
crediting a depositort's account or otherwise tramnsacting any
business in a financial imstituticn by electronic iapulse
messages, aucthorized under this act, transeitted directly ty
vire or otherwise or stored op sagnetic tape or egquivalent
technologies, or otherwise, and processing the adjustments
without regular and customary direct husan interventicno.
Nothing in this subsection prevents a financial institution
from processing its bookkeeping entries through normal humas
intervention.

{2) “Financial institution® aeans a bank chartered
under Title S5, chapter 6, a bank <chartered under the
Wational Banking Acts ip Title 12 of the United States Code,
a building and lcoan association chartered under Title 7 of
this code, a savings and loan association chartered under
the Home Owvwners’ lLoan Act in Title 12 of the Dnited States
Code, a credit union chartered under Title 14, chapter 6, of
this code, or a credit union chartered under the Federal
Credit Umionm Act in Title 12 of the United States Code.

{3) {a) "Satellite terminal®™ seans any wmachine or
Qevice located off the premises of a fimancial institution

which a financial institution or its customers may use to
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carry cut electromic funds trapsfers.

(b) "Satellite terminal" includes:

{i) automated teller sachine, which means a satellite
terainal to make electronic funds transfers, lccated off the
premises of financial institutions, operated by customers of
financial instituions vithout assistance, activated by a
upigue identification device and personal identification
nusber;

{ii) point-cf-sale terminal, which means a satellite
terminal located on the premises of a merchant, operated by
a wserchant or his eaployees sclely tc debit a customer's
account in a fimamcial institution or solely to add to a
customer's revolwving credit account balance and solely to
credit the merchant's account coemensurately for
transactions im goods or services. A point-of-sale terminal
need not be activated by a unique perscnal identification
device.

{c) The definition of ™satellite terminal® does not
include, and nothing in this act may be construed to apgly
to:

(i} an automated teller wmachine lccated on the
premises of a finamcial instituticn; ox

{ii} an automated clearinghcuse or any eguivalent
systes designed to transfer funds between financial

institetions.
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(4) "Premises" means those locaticuns where ¢ty
applicable law financial institutions are authorized to
maintain a principal place of business and other cffices for
the conduct of their respective businesses; the term
includes a detachked drive—in cr walk-up facility approved
ander 5-1028.

{5) *“Personal identificaticn number” means a
cosbipation of numerals or letters selected fcr a customer
of a financial institution and used, in conjuncticm with a
unigue identification device, to initiate a request for aa
electronic funds transfer.

{6) *Customer™, in relation to a financial
institution, means a holder of a demand or time account or a
seabership share in the instituticn or a person who is a
borrower or a mortgagor; in relaticn to a merchant, it means
a purchaser of goods or services.

{7) "Herchapt"™ nmeans a natural perscn, ccrpcration,
partnership, or asscciation engaged im buying apd selling
goods or .services, except that a financial imstitution is
nct a merchant.

{8) "Department® means the department cf Dbusiness

regulaticn,

{9y "Person® means an individual, partnershig,
corporation, association, cr any other business
organization.

—6—



w N

&=

10
7
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LCc 01s5n/01

(10} "Onique identification device" mears a magnetic
encoded plastic card or eguivalent device ccntaining a
nusber unigque to a customer with relation to a finamcial
institution.

Section 4. Satellite tersirals — peraitted uses.
Satellite terminals say be employed in the state only in the
following capacities:

{1) as an automated teller machine to make electronic
funds transfers as defined in this act, off the presises of
a financial institution, operated by the customers of
financial institutions without assistance;

{2) as a point—of-sale terminal, operated by a
merchant or his employees solely to debit a custcmer's
accoant in a fipnancial institution and solely to credit the
serchant's account commensurately for transactions in goods
ox services.

Section 5., Authorization for certain satellite
tersinals reguired. (1) Subject to the limitation expressed
in [section 8] and to the other requiremeats of this act, a
business entity owned by a financial dimstitution or
financial institutions may install and wsaintain satellite
termsinals located not wmore than 3 wmiles beyond the
incorporated municipality where each participating
institotion wmaintains its office or, if the financial

institution is located outside an incorporated muenicipality,
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then not more tham 3 wmiles frow its principal rlace of
business, after first cbtaining authorizationm from the
departeent of business regulation pursuant to rules adopted
by the department. Business organizations other than
firancial institutions nay own satellite terminals,
provided, hovever, that such organizatiobs shall nct engage
in the business of a fipancial instituion amd that ownership
and possession of such satellite terainals shall te
regelated by the department of business regulaticn and they
shall not be used for any purpose cother than is avthorized
in this act.

{2) & merchant msay iastall and operate a point-of-sale
terminal.

Section 6. Consumer information. A financial
institution or its affiliate engaging in electromic funds
transfers with its customers shall, prior to authorizing a
customer to make electronic funds transfers, provide the
customer a statement setting forth, without limitation:

{1) the specific transactions which may be perfcrmed
through satellite terminals;

{2} the charges, if any, for individval transactions
engaged ip through a satellite terminal;

(3) miniaum ralance reguirements, if any;

{4) the liability of the various parties for

unanthorized transactions made ty electronic funds transfer;
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{5} the 1legal  status of receipts issued fream a
satellite terminal;

{6} the right of the custcmer to a description of
transacticns performed by satellite terminal on any periodic
statesent of accounmt furnished the customer;

{7) the right of the custoser to seek correcticas of
any errors he Dbelieves have been made in bis account by
electronic funds transfer; apd

(8) instructions in maintainimg customer records and
reconciling balances and in the ismportance of retaining
receipts of electronic funds tramnsfers.

Section 7. Institutional access reguiresents. (1) A
satellite terminal wused by a fimancial institutior must be
made available, on a nondiscrisinatory basis, to all
financial instituticns whose principal place of business is
located within the gecgraphic area that may use each type cf
satellite terminal, as defined and cutlired in [ section 8],
and that may want ¢to participate in using this satellite
terminal., Tm addition, each custower authorized by any
financial institution may use the satellite termimal, with
the limitaticns on the transactions imposed and outlined in
[section 8]. The charges Tequired to¢ be paid ty any
financial institution which utilizes the satellite terminal
may not exceed a pro rata porticm of the cost, determined in

accordance with generally accepted acccunting principles,
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and a reasonable return on the cwner's equity. A& reasonable
Teturn ¢n ap owner¢s equity is defined as the average return
on equity invested im all financial instituticms. The costs
for the use of a satellite terminal chargeable to a
financial institution for a financial trassaction shall n=nct
exceed 125% of the average transacticn cost for the use of
satellite terminals imn HNontana. A wmerchant wmay pay a
reasonable service fee to have a terminal located on his
prcperty, cn a nondiscriminatory basis.

{2} A financial instituticn may invest in, acquire, cr
hold shares in a corporation engaged solely in operating and
owning satellite terainals. & financial iastitotics agmay
utilize, establish, or own, either alone or vith one or acre
financial institutions, satellite terminals and related
coanunication eguipasent associated with electronic £funds
transfers. Other business organizaticns may alsoc own
satellite teraminals and lease or otherwise persit financial
institutions to use the satellite terminals, provided these
other businesses comply with the provisions of this act and
agree toc come under the supervisicr of the department. Such
other business organizations may not engage in the business
of a financial instituticn.

Section 8. Geographical restrictions on certain
satellite terminals, (1) If a finazncial instituticn is a

bank, savings and loan association, or a credit emionm, it
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may engage in electrcmic funds +transfers by =means of an
automated teller machine located not wmore than 3 miles
beyond the municipality where its office is located cr, if
the financial institution is located outside any
incorporated municipality, not more than 3 miles from its
principal place of business.

{2) The department may autbcrize the operation of an
automatic teller machine which a federal saviags apd 1lcan
asscociation or state building and loaa association or credit
union uses omly if such association agrees to comgly with
this act and regulations adopted by the department.

(3) Bo out—of-state financial institaution aay
establish a satellite terainal wvithin the state or lease
through other businesses satellite teraimals within Montana.
An cut-of-state financial institutiom =may anot engage in
electronic funds transfers withipo the state, except that a
customer of ar out-of-state fimancial institution may gdebit
his account in an out-of-state financial imstitaotion at an
in-state satellite terminal tc pay for wmerchanrdise and
services, provided the wmerchaant credits an account in a
financial institution whose principal place of business is
located within the state,

{¢}) Point-of-sale terminals may te available to all
customers authorized by in-state fimancial ipstituticns for

debiting accounts to pay for wmerchandise and services,
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Section 9. Protection of ©privacy. (1) Wo infocraatice
relating to any transaction by electronic funds transfer, or
application therefor, between a fibnancial inpstitution and
its custoser or prospective customer may ke disclosed by the
fipnancial institution to any person or government entity
withonot consent of the customer or under subpoena issued by
a conrt of record.

{2) This section does nct prevent:

fa) the examination of financial institutions by duly
authorized regulatory authority or the transfer of
information by a financial institution to a clearinghouse
vhich administers transactions betveen financial
institutions; or

{b} the access by a party to a tramsaction to
information relating to a specific transaction.

Section 10, Unauthorized disclosure of electronic
funds transfer records. (1} A perscn ccamits the coffense of
unauthorized disclosure of electromic funds tramsfer records
if he has lawful access to such reccrds by virtue of cffice
or employment and:

{a} permits aaother, who lacks lawfal access to such
records, to inspect, copy, or read such records; or

{b} transfers such reccrds to another who lacks lawful
access thereto.

{2) A person convicted ¢f the offense of unauthorized

-12-
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disclosure of electronic funds transfer records shall be
ierrisoned in the state prisom for amy term not to exceed 1
year, be fived not more than $5,000, or te punished by both
such isprisonment and fine.

Ssection 11. Records of electronic funds transfers. (1)
A satellite terminal shall be operated so as to prodece a
humanly readable record of any transactiop apd tc provide a
copy of this record to the perscn initiating the tramsaction
as soon as the tramsaction is complete.

{2) The receipt provided to the person initiating an
electronic funds transfer shall he adaissible as evidence in
any legal proceeding and constitutes prima facie prcof of
the transaction which it records.

{3) (a} a financial institution shall provide each of
its customers utilizing electronic fupds transfer services
with a periodic account statesent containing a brief
description of all electronic funds transfers sufficient tc
enable the customer to identify any transaction and relate
the transaction to the receipt provided under subsecticn (1)
cf this section.

(b} #hem a periodic account statement includes both
electronic funds transfers and other tramsacticms, all
electronic funds transfers shall be identified as such and
be furnished in compliance with this subsecticn,

section 12. Verification of statement —— procedure for
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discrepancies. (1} If, upon receipt of a periodic statement
of account, a customer of a finamcial institution believes
the statement contains am error with Tespect to an
electronic fands transfer, the customer shall nctify the
institution within 60 days after the day the ianstitution
delivered the statement. In this notification, the customer
shall ideptify himself and the foundaticn of his ©belief
tegarding the error.

12y ®ithin 10 4days after a customer has nctified a
fipancial institution of a possible errcr under subsection
{1}, the instituntion shall either:

(a) correct the account in guestion, giving the
customer a writtenm description of the correction (if the
correction is pot in the exact amount of the alleged error,
the descriptica shall explaim the difference); or

{b) after investigating the matter, give the custceer
a written explapation of the reasons the dinstitution
believes the statement to be correct. Tf regunested in
writing by the customer, a vrittep explanation, documented
by the institation's record of the tramsaction ir guestion,
shall be furnished the custceer.

{3) A firancial instituticon receiving npotice under
subsection (1) say not close the account concerning which
the dispute exists or restrict tramsactions im such account

affecting the peortion not in dispute, ueptil it complies with
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subsection (2). A financial institution which bas once
complied with subsection (2) with respect toc an alleged
error is not regquired to respond under subsection (2) to
repeated allegations of the same error.

Section 13. Unagthorized transactions -— 1liability.
(1) 2 customer whose acccunt is dekited by an electroaic
funds transfer without his authorization is not liable for
the amount of such transaction, and the amount shall be
recredited to his account as provided umnder fsection 13],
onless:

{a) the fimancial institution has provided the
custoser a unigue identification device for initiating
electronic funds transfer reguests and transactions are made
as a resvlt of the theft or loss cf that dewvice, in vwhich
case the customer is 1lialkle for the first $50 cf any
conseguent transactions made prior to the tiwe the financial
institution is notified of such loss or theft; ox

{b) the financial institaticn has provided the
customer a unique idemtification device for imitiating, in
conjunction with a personal ideatification nusber serarate
from the Qevice, electronic funds transfer requests, and the
customer attaches the perscnal identification pusber to the
device by writing or otherwise or in any wvay wmakes the
number readily availakle for discovery in ccnnection with

the theft or loss of the device, and transactions are made
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as a result of the theft or loss of the device, in which
case the customer is liable for one-half the walue of all
consequent transactions made until the financial instituticn
is notified of such theft or loss.

{2) & castomer who willingly gives his wuwaigue
identification device and personal identification number to
another is presumed to have authorized any electronic funds
transfers reguested by such cther perscn.

t3) 1 merchant who makes electronic funds +transfer
services available on his preaises is liable for the amount
of an unauthorized electronic funds tramsfer requested froa
his premises only if:

{a) bhe or his agent is negligent in requiring a user
of electronic funds transfer services to furnish adeguate
self-identification;

{b} bhe fails to retair a physical record of the
transaction for 1 year following the transaction; or

{c} he breaches the warranty reguired by subsection
(4) of this section.

(4) A amerchant operating a pcecint-of-sale terminal
shall warrant to the fipmancial institutiom that an crder for
an electronic funds transfer emanating from the termipal is
part of a commercial trabsaction in which the custocaer
receives goods or services of coamemsurate value.

{5) The 1liability for any unautborized electronic

-16—
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funds +transfer whichk does not fall upon a custcmer or a
merchant under this section falls nupon the financial
institution which carries cut the transfer.

Section 14, Automatic teller wmachines -— additional
standards. ®Before the departmsent authorizes an automatic
teller machine, the owner =must certify to the degartaent
that the wmachine complies with the Fprovisions of this
chapter and is:

(1} equipped with adequate security provisions;

{2) activated by a unigue identification devwice;

{3) designed so as tc produce the tramsaction record
required by [secticn 11(1)].

Section 15. Point-of-sale termiaals — additional
standards. {1) Before the department appIoves a
peint-cf-sale terminal, it wmsust find that the wmerchant
demonstrates on his applicaticem that:

fa) he will use acceptable rrecedures for custoamer
self-identification;

(b} he will use a draft and receipt system, omn which
the custoaser's signature acknowledges receipt cof the goods
or services paid for by electronic funds transfer;

{c) he will institute a procedure whereby he keeps cne
copy of each such draft and receipt for 1 year follcowing the
date of transacticn, he gives one ccpy to the custcmer in

satisfaction of [section 11{1}], and he fcrvards one ccpy te¢
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the customer's firancial institution. The regquirement of a
copy tc the financial institution may be waived by the
department by rule if the point-of-sale tersipnal is
activated by a customer's unique identification device.

{2) A financial institution involved in an electrecnic
funds transfer initiated fros a pcint-cf-sale terminal may
inspect the merchaat's copy of the tranmsacticn record for
any purpose consistent with the ©privacy provisioms of
[section 9].

Section 16. Personal identification numter -—
restricticns. {1} A fipamncial ipstituticn may not assign a
personal identification number to a customer which is
identical to that customer's social security account nuaber,
driver's licemnse nuaber, or any other pusber assigned for
cther purfoses to that custcmer.

{2) A satellite terminal may not be operated so as tao
print a customer's personal identification nusber cn the
husanly readable receipt furnished at the time cof a
transaction.

Section 17. Advertising —— restrictions. Advertising
on satellite terminals shall be restricted to a comgon
syebol or to identification of each participating fimancial
institution in characters of egual size and prominence. This
section does not restrict the right of financial

instituticns to advertise electronic funds transfer services

-18-
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in other media.

Sectien 18, Stapdard format code. 211 satellite
tersinals in the state shall be operated by a standard
format code compatible with that used in other states. If
cards are used as unique identification devices, they shall
be of a standard size, as prescribed by department rules.

Section 19, Rule-making authority delegated. The
departsent may adopt, anmesnd, or. repeal rules reasonably
necessary to implement this act and effectuwate its gurposes.

Section 20, Enforcesent. (1} Upon petition cf the
department and opportunity for a hearing under the HMontana
Administrative Procedure Act, the department say revcke or
suspend authorization to operate a satellite terminal or to
participate im its operation om the grounds that the person
holding such authority has vioclated a provision of this act
or a tule validly adopted.

{2) 7The department say bring an action in district
court to enjoin a person fros operating cor participating in
the operatior of a satellite terminal without authority.

Section 21. Section 5-1028, R.C.H. 1947, is amended to
read as follows:

"5-1028. Branch bank prohibited — exceptions. {1} Wo
bapk shall may maintain any bramch bank, receive deposits,
or pay checksy except over the counter of and ie its own

banking house, Provided, that nothing in this secticn shaill
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probibit prohibits crdinary clearinghouse transacticns
between banks.

{2} ¥ith the prior approval of the supepivtendent—of
banrke department, any bank doing business in this state may
establish and maintain Bot more than one <3} detached
drive-in and walk-up facility consisting of one 3} or more
bellerts teller vindows, The distamce of the facility fros
the w®main bapking house shall may not exceed ene—itheusand
41,0003 feet measured in a straight line from the closest
point of the main banking house to the farthest point of the
detached facility. The facility shali may not be closer than
two—hundered—4200) feet to a facility operated by any other
bank Be¥ or closer than &hrea—huadred—{300) feet to the main
banking house of any other bank, the measurement to be made
in a straight 1line from the closest points of the closest
structures involved. The distances herein specified in
relatiocn to a facility operated by any other bank and in
relaticn to the main banking house of any other bank may be
decreased by autual written agreement of the banks involved
to not closer than emne—hendrod-and—£ifsy——150) feet to a
facility operated by any other bank mex or closer than #we
handrod—{200) feet to the main banking house of any other
bank, the peasurement to be made in a straight line from the
closest pecints of the closest structures involved. The

service of the facility shall be limited tc receiving
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deposits of ewery kind, cashing checks cr crders to pay,
receiving paysents payakle at the bpank; and such cther
transactions as are normally and usually conducted or
handled at #ellessl teller wvindows im the main bPanking
house,

{3) __fa) Any _bapk apthorized to do_banking busipess im

this state may utilize a satellite termipal as_ _defiped _in

the Montapa _Electromic Funds Transfer Act apd _at any

location geramitted by the Montama Plectropic Fundgs Transfer

Act._ _The use of satellite terminals hereby amthorized shall

not _be_subject to_the restrictions on location, transactiop,

cr_nusber applicable to detached drive-is, walk—up, _or

teller facilities.
tb) A satellite texminal _may not be closer tham 200

feet to a facjility operated by any other bank or closer than

300 feet to the main bankipg house of amy__other _bank, the

measurement to_ _be_ made__in a _straight lipe between_the

closest _peints of the closest_ structures _jisyoclved, _The

distances herein specified _jin_relation to__a_ _facility

cperated by any other bapnk and in relation_ to_ the _main

banking house of any other bank may be decreased by mutual

written agreement of the_ bapks involved to not _closer_ _than

15C_ _feet to a facility operated by any cther bank cr closer

than_ 200 feet to the main bapking house gf any _cther _bank,

the measuresent _to__be made in_a_straight line between the

~21-
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closest points of the closest structures involved,®

Section 22. Severability. If a part of this act is
invalid, all valid parts that are severable from the invalid
part remain in effect. 1If a part of this act is invalid in
one or more of its applications, the part remains in effect
in all wvalid applications that are severable from the
invalid applicaticas.

Section 23, Effective date, This act is effective on
January 1, 1978.

—End— -

-22-



STATE OF MONTANA
REQUEST NO. _133-77

FISCAL NOTE -’
Form BD-15
In compliance with a written request received ___January 25 19 77, there is hereby submitted a Fiscal Note
for Sepate Bill 170 pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly.

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legisiature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

Senate Bill 170 is an act authorizing the use of electronic banking facilities and electronic transfer of funds by banks,

savings and loan associations, and credit unions, and authorizing the Department of Business Regulation to implement and
effectuate the act.

ASSUMPTIONS:

1. Prior to the effective date, the Department of Business Regulation must promulgate the necessary rules and
regulations to implement the act (6 month period).

2. One (1) employee with technical expertise in electronics will be necessary to monitor and supervise the introduction
and operation of satellite installations throughout the state.

3. An electronic funds transfer technician will be required to travel extensively to insure compliance of the estimated
34 automated teller machines and 73 point of sale (P.0.S.) terminals.

4. The staff of the financial division of the Department of Business Regulation would increase by .50 FTE in FY 78
and 1.50 FTE in FY 79.

FISCAL IMPACT: :
‘ FY 78 _FY. 79
Persona! services $ 8,780 $24,180
Operating expenses . 4,700 6,400
Increased expenditures under proposed law $13,480 $30,580

BUDGET DIRECTOR ; g(‘

Office of Budget and Program Planning
Date: __/ —xC ~ 7.7
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Approved by Committee
on Business and Industry

SENATE BILL HG. 170

INTRODUCED BY TUBNAGE, HAZELBAKER, BOYLANW

A BILL FGR AN ACT ENTITLEL: ™AN ACT AUTHOBIZING THE USE OF
ELECTRONIC BANKING FACILITIES AND ELECTBONIC TRANSFERS OF
FGNDS BY BANKS, SAVINGS AKD LOAN ASSOCIATIONS, AND CREDIT
UNIONS; AMERDING SECTION 5-1028, R.C.M. 1947; AWD PROVIDING

AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOKTANA:
Section 1. Short title. This act shall be known and
may be cited as the "Xontana Electromnic Funds Transfer Act"®.
Section 2, PFindimgs and purpose. (1) The legislature
has determined that development of electronic funds transfer
systems is a technology which promises convenience and
efficiency for all types of financial depository
institutions and their custopers. The legislature further
finds that this technology threatens to proliferate rapidly;
that there presently exists no adequate governmental
regulation, federal or state, to contrel orderly development
of this technology tc prevent market domination and
sonopolies, to provide parity for all financial depository
institutions, to provide mandatory sharing of such systems,
and to assure pondiscriminatory access to such systems at

nondiscriminatory rates on the part of all who are involved
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in the wuse of this technology. This act shall apply to
financial institutions chartered under the United States
Code, to the extent permitted by such code.

{2) The legislature finds need to control location and
structural placeaent of electronic teramipals in order to:

{a) assure access, protection, and convenience to the
public using thenm;

(k} assure that stiuctural placement of automated
teller wmachines are designed to provide maxiaum protection
to the terminal and its conteants fros vandalism, tampering,
and theft and, since such machines shall be unmanned, to
locate them in a maomer designed to permit saxiaum
protection of the public asing thea;

(c) prevent traffic congestion at vehicle parking lots
and pedestrian concourses and sidewalks:

{(d} prevent vehicle backup onto public highways;

(e} prevent undue interference with nearby businesses;

{f) 1locate automated teller machines in places
peraitting aaximum sharing of their wuse to all operators
desiring to use them under conditions herein stated.

(3} The legislature further finds that in the present
state of the technology there is substantial potential for
error and wsisuse and that these systess, including various
types of terminmals, telecoammunications between them and

computer and switching equipnment, cr transport of

-2~ SB 170
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electronically recorded materials from the terminals to such
equipment, and the computers and switches themselves are
subject tc wmalfunction, vandalisa, fraud, theft, and other
abuses and accidents, all indicating the obvious need for
the exercise of the police power of this state to protect
its «citizens and their property in the use of this
technology. Location of tersinals is an importamnt factor in
such protection.

{3) The legislature further finds that comsmercial
banks, savings and loan associations, and credit unions,
chartered by both federal and state govermaents, are in
competition for deposits, share accounts, and loans and
other financial business of the state's citizens; that each
has the capability of utilizing electronic funds transfer
systenms; and that umless there is controlled use of these
sYstems there will be strong potentials for destructive
competition and market doaination by some financial
institutions over others, increasing the 1likelihood for
misuse and error, duplication and waste, and resulting
increased costs.

{5 To meet these needs, the legislature finds that
state authority must provide for authorizing such systess;
for speedy and fair remedies for losses resolting from
malfunction, misuse, or error; and for penalties for

violation of this act,
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Secticn 3. Definitions. As used in this act, the
following definitions shall apply unless the context
othervise requires:

{1) "Electronic funds transfer" ameans debiting or
crediting a depositor's account or otherwise transacting any
business in a fimancial institution by electronic impulse
ressages, authorized under this act, transmitted directly by
wire or otherwise or stored on magaetic tape or eguivalent
technologies, or otherwise, and processing the adjustsents
without regular and custosary direct human intervention.
Hothing in this subsecticn prevents a fimancial institution
from processing its bookkeeping entries through normal human
intervention.

{2} T"™Financial ipnstitution™ means a bank chartered

under Title 5,—ehapter—&y GF _THIS_ _CODE, a bank chartered

under the Matiomal Panking Acts in Title 12 of the United
States Code, a building apd loan association chartered under
Title 7 of +this code, a savings and loan association
chartered under the Home Owners' Loan Act in Title 12 of the
United States Code, a credit union chartered under Title 14,
chapter &, of this ccde, or a credit union chartered under
the Pederal credit Union Act in Title 12 of the UOnited
States Code. EORB PURPQSES OF THIS ACT ONLI, A CONSUNER LOAN

COMPANY _LICENSED _UMDER TITLE 47, CHAPTER__2, SHALL _BE
CONSIDERED A FINANCIAL INSTITUTION,

-l SB 170
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{3) {a) "Satellite termipal" =eans any mwachine or
device located off the preamises of a fipancial institution
which a financial iastitution or its customers say use to
carry out electronic funds traasfers,

{b) "Satellite terzimal" inclades:

{i) auwtoazated teller machine, wkich means a satellite
terminal to make electronic funds traansfers, located off the
premises of financial institutions, operated by customers of
financial dinstituions without assistance, activated by a
unigue identification device and personal idestification
nasber;

(ii) point-of-sale terminal, vhich means a satellite
terminal located on the preaises of a merchant, operated by
a merchant or his enrloyees sclely to debit a custoamer's
account in a fipaancial institution et-seileiy—tre—add—to—a
sustonesis —reveolving—eredit—aceeunt-balanee and solely to
credit . the merchant's account comsensurately for
transactions in goods or services. A point-of-sale terminal
need not be activated by a unique personal identification
device.

{c} The definition of "satellite terminal®™ does not
include, and nothing in this act may be construed to apply
to:

(i) an automated teller aachire located on the

premsises of a financial imstitution; o:
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{ii) an auvtomated clearinghouse or any equivalent
system designed to transfer funds between financial
institutions.

{4}y TPremises"® s€eans those locations where by
applicable law fisnancial iastitutions are autborized to
waintain a principal place of business aad other offices for
the conduct of their respective businesses; the ternm
includes a detached drive~in or walk-up facility approved
ender 5-1028.

{5) *“Persocnal jdeptification pumzber" means a
combination of nuserals or letters selected for a custoaser
of a fipancial institution and used, in conjunction with a
unique identification device, to initiate a request for an
electronic funds transfer.

(6} "Customer", in relation to a financial
iastitution, means a holder of a demand or time account or a
membership share in the institution or a persen who is a
borrower or a mortgagor; im relation to a merchant, it smseans
a purchaser of goods or services.

{7) "Merchant™ =means a natural person, corporationm,
partnership, or asscciation emgaged in buying and selling
goods or services, except that a financial institution is
aot a merchaat.

(8) "“Department™ aseans the department of business

regulation,

—6— sB 170
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{9) “Person® means an individuaal, partnership,
corporation, association, or any other business

organization.

{10) "Daoique identification device" means a magnetic
encoded plastic card or equivalent device containing a
number unique +to a customer with relation to a financial
jnstitution.

Section 4, Satellite terminals -- ©permitted uses,
Satellite terminals may be employed in the state only in the
following capacities:

{1) as an automated teller machine to make electronic
fands transfers as defined in this act, off the preaises of
a finmancial imstitution, operated by the customsers of
financial institotions without assistance;

{2) as a point-of-sale terminal, operated by a
merchant or his employees solely to debit a customer's
account in a financial institution and solely to credit the
serchant®s account cossensurately for transactions im goods
or services.

Section 5. Authorization for certain satellite
terainals required. (1) Subject to the limitation expressed
in [{section 8 and to the other requirements of this act, a
business entity cwvned by a fisancial institution or
financial imstitutions may imstall and wsaintain satellite

terminals located WITHIHS_OF not more than 3 miles beyond the
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incorporated municipality vhare each participating
institution maintains its office or, if the £financial
institution is located outside am incorporated municipality,
then not more than 3 nmiles from its principal place of
business, after first obtaiming authorization from the
departaent of business regulation pursuant to rules adopted
by the department. Business organizations cther than
financial iastitutions Bay oWn satellite terminals,
provided, however, that such organizations shall not engage
in the business of a financial instituiopm and that ownership
and possession of such satellite terminals shall be
regulated by the department of business regulation and they
shall npot be used for any purpose other than is authorized
in this act.

(2} A merchant may install and coperate a point-of-sale
terainal.

Section 6. Consuamer information. A financial
institution or its affiliate engaging in electronic funds
transfers with its customers shall, prior to authorizing a
customer to make electronic funds transfers, provide the
customer a statement setting forth, without liaitation:

{1} the specific transactions which may be performed
through satellite terminals;

{2) the charges, if any, for individual transactiocns

engaged in throogh a satellite terminal;
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{3) minimym balance requirements, if any;

{4y the 1liability of the various parties for
unauthorized tramsactions sade by electronic funds traansfer;

{5) the legal status of receipts issued from a
satellite terainal;

{6} the right of the customer toc a descriptioan of
transactions performed by satellite teraminal on any periodic
statement of account furnished the customer;

{7y the right of the customer to seek correction of
any errors he believes have been made in his account by
electronic funds transfer; and

{8) instructioms ip msaintaining customer records and
reconciling balances apnd in the importance of retaining
receipts of electronic fuads transfers.

Section 7. TInstitutional access requiremeats. (1} &
satellite terminal used by a financial institution must be
made available, on a nondiscrimipatory basis, to all
financial institutions whese-prineipai-plase—of-business—is
B_BBANCHES THEBEOF located withim the geographic area that

may use each type of satellite terminal, as defined and
outlined in [section 8], and that may vant to participate in
using this satellite termipal. In addition, each custoser
authorized by any financial institution may use the
satellite terminal, with the limitations on the transactions

imposed and outlined in [section 8]. The charges required

J - SB 170

@ « o wn F [}

=y
(- I -]

12
13
14
15
16
17
18
19
20
21
22
23
24

25

5B 0170/02

to be paid by any financial institution which utilizes the
satellite terainal may not exceed a pro rata portion of the
cost, detersined in accordance with generally accepted
accounting principles, and a creasonable return on the
owper's eguity. A reasonable return ob an owner's eguity is
defined as the average retura oBb equity invested in alil
financial institutioans. The costs for the use of a
satellite terminal chargeable to 2 financial institution for
a finascial transactioa shall not exceed 125% of the average
transaction cost for the use of satellite terainals in
Bontana. A serchant msay pay a reasonable service fee to
kave a terainal located on his property, on a
pondiscriminatory basis.

{2) A fipnancial institution may invest in, acquire, or
hold shares in a corporation emgaged solely in operating and
cwning satellite teraminals. 4 financial institution wmay
utilize, establish, or own, either alone or with one or more
finmancial imstitutions, satellite +terminals and related
communication equipment associated with electronic funds
transfers. Other business organizations say also own
satellite terminals and lease or othervise permit fimancial
institutions to use the satellite terminals, provided these
cther businesses comply with the provisions of this act and
agree to ccme under the supervision of the department. Such

other business orgapizations may not engage in the business
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of a fimancial institution.

Section 8. Geographical restrictions on certain
satellite terainals. {1) If a financial institution is a
bank, savings and loan asscciation, or a2 credit union, it
mayY engage in electronic funds transfers by means of an
automated teller machine located WITHIN QR not more than 3
siles beyond the wmunicipality where its office is located
or, if the financial institution is located outside any
incorporated =®municipality, not aore than 3 ailes from its
principal place of business.

(2) The department may authorize the operation of an
automatic teller machine which a federal savings aund loan
association or state building and loan association or credit
union uses only if such association agrees to comply with
this act and regulations adcpted by the department.

{3} No oyt~of-state financial institution may
establish a satellite terminal within the state or lease
through other businesses satellite tersminals within Montana.
An out-of-state fimancial institution way not engage in
electronic funds transfers within the state, except that a
custoamer of an out-of-state financial institution may debit
his account in an out—of-state financial institution at an
in-state satellite terminal to pay for merchandise and
services, provided the merchant credits an account in a

financial ijanstitution whose principal place of business is
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located within the state,

{4} Point—of-sale terminals may be available to all
customers authorized by in-state financial institutions for
debiting accouats to pay for merchandise and services.

Section 9. Protection of privacy. (1) No information
relating to any trassaction by electronic funds transfer, or
application therefor, between a financial institution and
its castomer or prospective customer may be disclosed by the
financial institution to any person or governsent entity
without consent of the customer or uader sabpoena issced by
a court of record.

(2) 1his section does not prevent:

{a) the examination of financial institutions by duly
authorized regulatory aqthority or the traasfer of
information by a fipancial imstitutiom to a clearinghouse
which administers transactions between financial
institutioans; or

tb) the access by a party to a transaction to
inforaation relating to a specific traasaction.

Section 10. Onauthorized disclosure of electronic
funds transfer records. (1) A person cossits the offense of
unauthecrized disclosure of electronic funds transfer records
if he has lawful access to such records by virtue of office
or esployment and:

{a) permits another, who lacks lavwful access to such
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records, to iaspect, copy, or read such records; or

{b) transfers such records to another who lacks lawful
access thereto.

(2) A person convicted of the offense of unauthorized
disclosure of electronic funds transfer records shall be
ispriscned im the state prison for any term not to exceed 1
year, be fined not more than $5,000, or be punished by both
such imprisonment and fine.

Section 11. BRecords of electronic funds tramsfers. (1)
A satellite terminal shall be operated so as to produce a
husanly readable record cf any transaction and to provide a
copy of this record to the person initiating the tramsaction
as soon as the transaction is coaplete.

{2) The receipt provided to the persor initiating am
electrcpnic funds transfer shall be admissible as evidence in
any legal proceeding and constitutes prima facie proof of
the tramsaction which it reccrds.

(3) {a) A financial institution shall provide each of
its customers utilizing electronic funds transfer services
with a periodic account statement containing a brief
description of all electronic funds traasfers sufficiesnt to
enable the custoser to identify amy transaction and relate
the transaction to the receipt provided under subsection (1}
of this section.

(b) F®Rhen a periodic account statesent iacludes both
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electrenic funds transfers and other transactioms, all
electronic funds transfers shall be identified as such and
be furmished in compliance with this subsection.

Section 12. Verification of statement — procedure for
discrepancies. (1) If, upon receipt of a periodic statement
of account, a customer of a financial institution believes
the statement contains am error with respect to an
electronic funds transfer, the customer shall notify the
institution within 60 days after the day the institution
delivered the statesent. In this notification, the customer
shall identify himself and the fousdation of his belief
regarding the error.

(2) #ithin 10 days after a customer bhas notified a
financial institaution of a possible error under subsection
{1}, the institution shall either:

{a} correct the accouat in gquestiom, giving the
custoser a writéea description of the correction (if the
correction is not im the exact amount of the alleged erroz,
the description shall explain the differemnce}); or

{b) after investigating the matter, give the custosmer
a—sEitten AN explanation cf the reasons the institution
believes the statement +to be correct. If requested in
writing by the customer, a writtem explanation, documented
by the institution's record of the transaction in guestiom,

shall be furnished the custower.
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(3) A firancial ipstitation receiving notice ander
subsection {1) =may not close the account cobcerning which
the dispote exists or restrict transactionms in suck account
affecting the portion not in dispute, until it complies with
sabsection (2). A financial iastitution which has once
complied with subsection {2) with respect to an alleged
error is not required to respond under subsection (2} to
repeated allegations of the sase error.

Section 13. Unauthorized transactions — 1liability.
(1) 24 cuostomer whose account is debited by ap electremic
funds transfer without his authorizatiom is not liable for
the amount of such transaction, and the amount shall be
recredited to his accoent as provided under [section 13},
unless:

{a) the financial institution has provided the
customer a upique identification device for initiating
electrenic funds traasfer reguests and transactions are made
as a result of the theft or loss of that device, in which
case the custoaer is liable for the first $50 of any
consequent transactions made prior to the time the financial
institution is notified of such loss or theft; or

{b} the financial institution has provided the
customer a unigue identification device for initiating, in
conjunction with a perscnal identificaticn nuaber separate

from the device, electrcnic funds transfer requests, and the
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customer attaches the perscnal identification number to the
device by writing or ctherwise or in any way makes the
namber readily available for discovery in connectica with
the theft or loss of the device, and transactioas are sade
as a result of the theft or loss of the device, in which
case the customer 1is liable for ome-half the value of all
consequent transactions aade until the finamcial institution
is notified of such theft cr loss.

{2} A& customer who willingly gives his unique
identification device and persomnal identification number to
another is presumed to have authorized any electronic funds
transfers requested by such other perscn.

(3) 2 merchant wvhc sakes electronic funds transfer
services available cn his premises is liable for the amount
of an unauthorized electromic funds transfer requested fros
kis premises only if:

fa) he or his agent is negligent inp requiring a user
of electronic funds transfer services to furnish adegquate
self-identification;

(b} he fails to retain a physical record of the
transaction for 1 year following the tramsaction; or

{c) he breaches the warranty regnired by subsection
(4) of this section.

(4 1A merchant operating a point-of-sale terminal

shall warrant to the fipancial institution that an order for
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an electronic funds transfer emanating from the teraminal is
part of a commercial tramwsaction in which the customer
receivas goods cor services of comaensurate value.

{5} The 1liability for any unauthorized electronic
funds transfer vhich dces not fall upon a customer or a
merchant under this section falls upon the fimancial
institution which carries cut the transfer.

Section 14. Automatic teller machines -— additional
standards. Before the department authorizes an autocsmatic
teller machine, the owrer must certify to the department
that +the smachine complies with +the provisions of this
chapter and is:

{1 eguipped with adequate security provisions;

(2} activated by a unigue identification device;

(3) designed s0 as te produce the transactien record
required by {section 11{1) 3.

Section 15. Point-of-sale terainals — additional
standards. ()] Before the department approves a
point—of-sale terminal, it wust find tkat +the merchant
demonstrates on his application that:

(a) he will use acceptable procedures for customer
self-identification;

{b) he will use a draft and receipt system, on which
the customer's signature acknowledges receipt of the gJoods

or services paid for by electronic funds transfer;
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{c} he will institute a procedure wherehy he keeps one
copY of each such draft and receipt for 1 year following the
date of tramsaction, be gives cne copy to the customer in
satisfaction of [section 11(1) ], and he forwards omne copy to
the customer!s financial institaticn. The requirement of a
copy to the financial ipstitution wmay be waived by the
department by rule if the point-of-sale terminal is
activated by a customer's unique identification device.

{2} a financial institution ipvolved in an electromic
funds transfer initiated fros a point-of-sale terminal may
inspect the smerchant?'s copy of the transaction record for
any porpose consistent with the privacy provisions of
[section 3].

Section t6. Perscnal identification nusber _
restrictions. (1) A financial isstitution msay not assign a
personal identificaticon pusber to a customer which is
identical to that customer's social security accouant number,
driver*s license nuaber, or any other nusmber assigned for
cther purpeses to that customer.

{2) A satellite terainal may not be operated so as to
print a customer's perscnal identification number on the
humanly readable receipt furnished at the time of a
transaction.

Secticn 17. Advertising -—- restrictiomns. Advertising

on satellite teraminals shall be restricted to a common
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symbol or to identification of each participating fipancial
institution im characters cf equal size and proasinence. This
section does sot restrict the right of <fimancial
institutions to advertise electronic funds transfer services
in other media.

Section 18, Standard format ccde, Al11 satellite
terminals in the state sbhall be operated by a staandard
format code compatible with that used in other states. If
cards are used as unique identification devices, they shall
be of a standard size, as prescribed by department rules.

Section 19, SBule—smaking authority delegated. The
departaent may adopt, amend, or repeal rules reasonably
necessary to implement this act and effectuate its purposes.

Section 20. Enforcement. (1) Upon petition of the
departsent and opportunity for a hearing under the Moatama
Administrative Procedure Act, the departmeant may revoke or
suspend authorization to cperate a satellite termipal or to
participate in its operation om the groumds that the person
holding sSuch auwthority has violated a provision of this act
or a rule validly adopted.

{2) The department may bring ar action in district
court to enjoin a person from operating or participating in
the operation of a satellite terminal withcut authority.

Sectiom 2t. Section 5-1028, R.C.MN. 1947, is amended to

read as follows:
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nS_1028. Branch bank prohibited — exceptions. {1} ¥No
bank sekald gay aaintaic any branch bank, receive deposits,
or pay checksy except cver the counter of and ip its own
banking hbouse. Provided, that nothing in tkis section shald
prehibit Erohibits ordinary clearinghouse transactions
between banks.

{2} With the pricr approval of the superiatesdent—of
baske departmeast, any bank doing business in this state may
establish and maintain not wmore than one <3} detached
drive—in and walk-up facility consisting of one {4 or more
4+ellesds teller windows, The distance of the facility from
the main banking house shall may not exceed esne——thedsand
41,0003 feet measured in a straight line from the closest
point of the main baaking house to the farthest point of the
detached facility. The facility shail pay not be closer than
+wo-hundred—4200) feet to a facility operated by any other
bank #ef or closer than +hFee-—haadred—{300} feet to the main
banking house of any cther tank, the measurement to be made
in a straight line from the closest points of the closest
structures involved. The distances herein specified in
relaticn to a facility operated by any other bank and in
relation to the main banking house of any other bank aay be
decreased by mutual writter agreement cf the banks involved
to not closer than ese—hubdred-and—£ifey-—{150) feet to a

facility operated by any other bank sex gr closer than +we
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wundred—200y feet to the main banking house of any other
bank, the measurement tc bte made in a straight line froa the
closest points of +the closest structures involved, The
service of the facility shall be 1limited to receiving
deposits of every kind, cashing checks oxr crders to pay,
receiving payments payable at the bank, and such other
transacticns as are normally and usually conducted or

bandled at #edlterst teller windows in the main banking

house.

(3} _fa} Any bank authorized to_dg banking bysimess__in
this _state _nma ilize a_satellite termipal as defiped jn
the _Moptapa _Electronic _FPunds Transfer Act and _at apy
location permitted by the #Montana Elegironic Fupds Transfer
Act, The use of satellite termin eb uthori

pot be subject_ to_the restrictio on cation, transactio
¢ _nygber _applicable %o _detacked _drive-in, _walk—up, or
teller facilitjes,

Ib). A satellite terminal OTHER THAE A POIBT OF _SALES
TERMIBAL may _not _be closer _thag 200 feet to a facility
operated by any other bapk or closer than 300 _feet _to _the

v

gaip__banking house of any other bank, the measugement to be

prade_in a straight line between the closest _points of _the

Closest _structyres involved, The distances herein specified

in rejlation to a facility operated by any other bank_and _inp

relation to the main bapkipng house of any cther bapk may be

~21- 5B 1710
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decreased by mutual written agreement of the banks involved

to__not closer _than 150 feet to _a facility operated by any

othegy rank or closer than_200 feet to the main banking house

of_any other bank, the smeasurement to be made_ip a straight

line betweep _the closest points of the closest structures
involyed,™

Section 22, Severability., If a part of this act is
invalid, all valid parts that are severable from the invalid
part remain in effect. If a part of this act is inwalid in
one or more of its applications, the part remains in effect
in all valid applications that are severable from the
invalid applications.

Section 23, Effective date. This act is effective on
January 1, 1978.

-End-
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SENATE BILL KG. 170

INTRODUCED BY TURNAGE, HAZELBARER, BOYLAN

A BILL PGR AN ACT ENTITLED: ®AN ACT AUTHOBIZING THE USE OF
BELECTEONIC BANKI¥XG FACILITIES AND ELECTRORIC THANSFERS OF
FUWDS BY BANKS, SAVINGS AND 1OAS ASSOCIATIONS, AND CREDIT
UNIONS; AMENDING SECTIOW 5-1028, B.C.M. 1947; AND PROVIDING

AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MOWTANA:
Section 1. Short title, This act sball be known and
may be cited as the "Montana Electronic Funds Transfer Act®™.
Section 2. Findings and parpose. (1) The legislature
has determined that development of electronic funds transfer
systems is a technology which promises convenience aand
efficiency for all types of finapncial depository
institutions and their customers. The legislature further
finds that this technology threatens to proliferate rapidly;
that there presently exists po adequate governmental
regulaticn, federal or state, to contrcl orderly developsent
of this technology tc prevent wmarket domination and
sopopolies, to provide parity for all financial depository
institutions, to provide mandatory sharing cf such systems,
and to assure nondiscrisinatory access to such systems at

nondiscriminatory rates on the part of all who are involved

There are nc changes in , and due to length will not
be rerun. Please refer to yel)Yow copy for complete text.
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in the use of this technology. This act shall apply to
fipancial institutions chartered under the United States
Code, to the extent persitted by such code.

{2) The legislature finds need to control location and
structural placement of electronic terainals in order to:

{a) assure access, protection, and coanvenience to the
public using thenm;

(t} assure that structural placement of automated
teller machines are designed to provide maximum protection
to the terminal and its contents from wandalism, tampering,
and theft and, since such sachines shall be unmanned, to
locate them in a manner designed to permit saxisns
protection of the public using thes;

{(c) prevent traffic congestion at vehicle parkiag lots
and pedestrian concourses and sidewalks;

{d) prevent vehicle backup ontc public highways;

(e) prevent undue interference with nearby businesses;

{f) locate automated teller machines in places
permitting maximum sbaring of their use to all operators
desiring to use them under conditions herein stated.

{3) The legislature further finds that in the present
state of the technology there is substantial potential for
error and wisuse and that these systesms, including warious
types of terminals, telecommunications between thes and

coaputer and switching equipment, or transport of
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electronically recorded saterials from the terminals to such
equipment, and the computers and switches themselves are
subject tc malfunction, wvandalise, fraud, theft, and other
abuses and accidents, all indicating the obwvious need for
the ezxercise of the police power of this state to protect
its citizens and their property im the use of this
technology. Location of terminals is an important factor in
such protection.

(4) The legislature further finds that <commercial
banks, savings aad loan associations, and credit unioms,
chartered by both federal and state governments, are in
competition for deposits, share accounts, and loans and
other financial business of thes state?s citizens; that each
has the capability of utilizing electronic funds transfer
systens; and that unless there is comtrolled use of these
systeas there will be stroang potentials for destructive
competitiop and wmarket dosination by some financial
institutions over others, increasing the likelihood for
misuse and error, duplication and waste, and resulting
increased costs.

{S) To nmeet these needs, the legislature finds that
state authority mnst provide for authorizing such systeas;
for speedy and fair remaedies for 1losses resulting from
aaifunction, aisuse, or error; and for penalties for

violation of this act.

-3- SB 170
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Section 3. Definitions. As used in this act, the
following definitions shall apply unless the conptext
otherwise requires:

{1) “Electroaic fuads transfer" aseans debitiag or
crediting a depositor's account or otherwise transacting any
busiress ia a fimancial institution by electroeric impulse
nessages, authorized under this act, transmitted directly by
wire or otherwise or stored oa magnetic tape or equivaleat
technologies, or otherwise, and processing the adjustmests
withoat regular and custosary direct husar interventioa.
¥othiag im this subsecticn prevents a finaacial imstitution
froam processing its bookkeeping entries through norsal human
iastervention.

(2) ®"Pinancial institution” wmeans a bank chartered
under Title Sr-ebapter—-6y OF THIS CODE, a bank chartered
under the Natiomal Banking Acts in Title 12 of the United
States Code, a building and loan association chartered under
ritle 7 of this code, a savings and Jloan association
chartered under the Home Owners' Loam Act in Title 12 of the
United States Code, a credit union chartered under Title 14,
chapter 6, of this ccde, or a credit union chartered under

the Federal Credit Union Act in Title 12 of the UDnited

States Code. FOB PURPOSES OF THIS ACT ONLY, A CONSUMER LOAN
COMPANY LICENSED OUNDER_ TITLE 47, CHAPTER 2, SHALL BE

COBSIPERED A FIMANCIAL JINSTITUTION.
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COMMITTEE ON BUSINESS AND INDUS?RY AMENDMENTS TO SENATE BILL NO. 170

1. Amend page 5, section 3, subsection (3), line 14.
Following: "customer's" -
Insert: "deposit or share"

2. Amend page 5, section 3, subsection (3), line 20.

Following: "device."

Insert: "A merchant has the option, provided that the necessary computer
capability exists at a reasonable cost, of selling goods or services by
point-of-sale terminals with the electronic fund transfer taking effect

at the time of the transaction or at a stated timed after the transaction."

3. Amend page 5, section 3, subsection (3), line 25.
Following: "institution;"
Strike: "or"

4. Amend page 6, section 3, subsection (3), line 3.
Following: "institutions"
Insert: "; or
(iii) a point-of-sale terminal which is utilized by a merchant in
the merchant's business only and does not provide access to a financial

institution"

5. Amend page 7, section 4, subsection (2), line 1l6.

Following: "customer's"

Insert: "deposit or share"

6. Amend page 8, section 5, subsection (2), line 16. ~
Following: "terminal." )

Insert: "A merchant may utilize a machine as a point-of-sale terminal,

which machine performs functions in addition to electronic funds trans-
fer if such other functions do not violate the provisions of this act."

7. Amend page 8, section 6, line 21.
Following: "customer"

Strike: "a"

Insert: "an itemized"

Following: "statement"

Insert: "clearly"

8. Amend page 9, section 6, subsection (4), line 3.

Following: "transfer"

Insert: ", with special emphasis upon the liability when the customer
makes his personal identification number readily available for discovery
in connection with theft or loss of the unigue identification device and
upon the importance of immediate notification to the institution of

such theft or loss"

9. Amend page 9, section 6, subsection (7), line 11.
Following: "transfer;"
Strike: "and"

AS AMENDED
BE CONCURRED IN _ -
Continued on page 2.
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COMMITTEE ON BUSINESS AND INDUSTRY AMENDMENTS TO SENATE BILL NO. 170

10. BAmend page 9, section 6, line 14.

Following: "transfers"”
Strike: "."
Insert: "; and"

11. Amend page 9, section 6.
Following: line 14
Insert: "(9) the economic significance of having no "float" time
and no stop-payment authority.

(a) The customer shall then sign a statement acknowledging his
acceptance of these terms and conditions and give the statement to
the financial institution. A copy of the statement, countersigned by
an officer of the financial institution, shall be provided the custome
In addition, the information set forth in subsection (4) of this sec-
tion shall be specifically acknowledged by the customer. The customer
shall verify his acknowledgement by signing his initials immediately
adjacent to the information provided."

12. Amend page 10, section 7, subsection (1), lines 5 through 13.

Following: "equity."
Strike: lines 5 through 13 in their entirety
Insert: "The costs for the use of an automated teller machine

chargeable to a financial institution for a financial transaction may
not exceed 125% of the average transaction cost for the use of auto-
mated teller machines in Montana. A financial institution may contrae
with a merchant for the ope.ation of point-of-sale terminals. The
contract shall specify the conditions upon which the merchant will mak
the point-of-sale terminal(s) available to customers of the financial
institution and shall include terms covering connection charge, fees,
format code and security provisions. A point-of-sale terminal shall
be available for use by all financial institutions upon such contract-
ual terms as may be commercially reasonable." -

13. Amend page 11, section 8, subsection (2), lines 12 through 14.
Following: "which a"

Strike: "federal savings and loan association or state building and
loan association or credit union" :
Insert: "financial institution” : ~

14. Amend page 1ll, section 8, subsectioh (2), line 14.

Following: "such"
Strike: "association agrees to comply"
Insert: "institution complies"

15. Amend page 12, section 9, subsection (1), line 10.
Following: "or"
Insert: ", if the customer refuses to so consent,"

l6. Amend page 15, section 13, subsection (1), line 13.

Following: "section"
Strike: "13"
Insert: "l12"

AS AMENDED

BE CONCURRED IN
Continued on page 3.




COMMITTEE ON BUSINESS AND INDUSTRY AMENDMENTS TO SENATE BILL NO. 170

17. BAmend page 17, section 13, subsection (5), line 4. -’
Following: "unauthorized"
Insert: "or erroneous”

18. Amend pade 19, section 18, lines 8 through 10.

Following: "states."
Strike: section 18 in its entirety
Insert: "If cards are used as unigue 1dent1f1cat10n dev1ces, the

department may, by rule, prescribe a standard size.'

19. Amend page 19.

Following: 1line 10 :

Insert: "Section 19. Conventional checking option preserved. A
financial institution may not require any customer to deal with or
through it by means of electronic funds transfer in lieu of writing
checks in the usual manner upon a conventional checking account and
may not impose any extraordinary charge upon customers who choose

to write checks in the usual manner upon a conventional checking
account maintained at that financial institution. ©Nothing in this
section prohibits a financial institution from charging a reasonable
fee to cover the expenses of providing a checking account to a customer
or from realizing a reasonable profit for providing that service."
Renumber: all subsequent sections

AS AMENDED
BE CONCURRED IN




COMMITTEE ON BUSINESS AND INDUSTRY AMENDMENTS TO SENATE BILI NO. 170

l. Amend page 5, section 3, subsection (3), line 14.
Following: "customer's" -
Insert: "deposit or share"

2. Amend page 5, section 3, subsection (3), line 20.

Following: "device."

Insert: "A merchant has the option, provided that the necessary computer
capability exists at a reasonable cost, of selling goods or services by
point-of-sale terminals with the electronic fund transfer taking effect

at the time of the transaction or at a stated timed after the transaction."

3. Amend page 5, section 3, subsection (3), line 25.
Following: ‘"institution;"
Strike: "or"

4. Amend page 6, section 3, subsection (3), line 3.
Following: "institutions"
Insert: "; or
(iii) a point-of-sale terminal which is utilized by a merchant in
the merchant's business only and does not provide access to a financial

institution"

5. Amend page 7, section 4, subsection (2), line 16.

Following: "customer's"

Insert: "deposit or share"

6. Amend page 8, section 5, subsection (2), line 16. _—
Following: "terminal."

Insert: "A merchant may utilize a machine as a point-of-sale terminal,

which machine performs functions in addition to electronic funds trans-
fer if such other functions do not violate the provisions of this act."

7. Amend page 8, section 6, line 21.
Following: "“customer"

Strike: "a"

Insert: "an itemized"

Following: "statement"

Insert: "clearly"

8. Amend page 9, section 6, subsection (4), line 3.

Following: "transfer"

Insert: ", with special emphasis upon the liability when the customer
makes his personal identification number readily available for discovery
in connection with theft or loss of the unique identification device and
upon the importance of immediate notification to the institution of

such theft or loss"

9. Amend page 9, section 6, subsection (7), line 11.
Following: "transfer;"
Strike: "and"

AS AMENDED
BE CONCURRED IN -
Continued on page 2.
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COMMITTEE ON BUSINESS AND INDUSTRY AMENDMENTS TO SENATE BILL NO. 170

10. BAmend page 9, section 6, line 14. -

Following: "transfers"
Strike: "."
Insert: "; and"

11. Amend page 9, section 6.
Following: 1line 14
Insert: "(9) the economic significance of having no "float" time
and no stop-payment authority.

(a) The customer shall then sign a statement acknowledging his
acceptance of these terms and conditions and give the statement to
the financial institution. A copy of the statement, countersigned by
an officer of the financial institution, shall be provided the custome
In addition, the information set forth in subsection (4) of this sec-
tion shall be specifically acknowledged by the customer. The customer
shall verify his acknowledgement by signing his initials immediately
adjacent to the information provided."

12. Amend page 10, section 7, subsection (1), lines 5 through 13.
Following: "equity."

Strike: 1lines 5 through 13 in their entirety

Insert: "The costs for the use of an automated teller machine
chargeable to a financial institution for a financial transaction may
not exceed 125% of the average transaction cost for the use of auto-
mated teller machines in Montana. A financial institution may contrae
with a merchant for the ope.ation of point-of-sale terminals. The
contract shall specify the conditions upon which the merchant will mak
the point-of-sale terminal(s) available to customers of the financial
institution and shall include terms covering connection charge, fees,
format code and security provisions. A point~of-sale terminal shall
be available for use by all financial institutions upon such contract-
ual terms as may be commercially reasonable." “

13. Amend page 11, section 8, subsection (2), lines 12 through 14.
Following: "which a"

Strike: "federal savings and loan association or state building and
loan association or credit union"

Insert: "financial institution" N

14, Amend page 11, section 8, subsection (2), line 14.

Following: "such"
Strike: "association agrees to comply”
Insert: "institution complies"

15. Amend page 12, section 9, subsection (1), line 10.
Following: "or"
Insert: ", if the customer refuses to so consent,"

16. Amend page 15, section 13, subsection (1), line 13.

Following: "section"
Strike: "13"
Insert: "12"

AS AMENDED

BE CONCURRED IN
Continued on page 3.
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' COMMITTEE ON BUSINESS AND INDUSTRY AMENDMENTS TO SENATE BILL NO. 170

17. Amend page 17, section 13, subsection (5), line 4. -
Following: "unauthorized"
Insert: "or erroneous"

18. Amend page 19, section 18, lines 8 through 10.

Following: "states."
Strike: section 18 in its entirety .
Insert: "If cards are used as unique identification devices, the

department may, by rule, prescribe a standard size."

19. Amend page 19.

Following: 1line 10

Insert: "Section 19. Conventional checking option preserved. A
financial institution may not require any customer to deal with or
through it by means of electronic funds transfer in lieu of writing
checks in the usual manner upon a conventional checking account and
may not impose any extraordinary charge upon customers who choose

to write checks in the usual manner upon a conventional checking
account maintained at that financial institution. Nothing in this
section prohibits a financial institution from charging a reasonable
fee to cover the expenses of providing a checking account to a customer
or from realizing a reasonable profit for providing that service."
Renumber: all subsequent sections

AS AMENDED
BE CONCURRED IN
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SENATE BILL NOs 170

INTRODUCED BY TURNAGE+ HAZELBAKERs BOYLAN

A BILL FOR AN ACT ENTITLED: ™AN ACT AUTHORIZING THE USE OF
ELECTRONIC BARKING FACILITIES AND ELECTRONIC TRANSFERS OF
FUNDS BY BANKS, SAVINGS AND LOAN ASSOCIATIONSe AND CREDIT
UNIONS; AMENDING SECTION 5-1028» ReCeMa 1947; AND PROVIDING

AN EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Short title. This act shall be known and
may be cited as the "Montana Electronic Funds Transfer Act®.
Section 2. Findings and purpose. (1} The legislature
has determined that development of electronic funds transfer
systems is a technology which promises convenience and
efficiency for all types of financial depository
institutions and their customerss The Jlegislature further
finds that this technology threatens to proliferate rapidlys
that there presentliy exists no adequate governmental
regulationy federal or states to control orderly development
of this technology to prevent market domination and
monapoliess to provide parity for all financial depository
institutionss to provide mandatory sharing of such systemsy
and to assure nondiscriminatory access to such systeams at

nondiscriminatery rates on the part of all who are involved
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S8 0170/03

in the use of this technologye This act shall apply tor
financial institutions chartered under the United States
Codes to the extent permitted by such code.

{2} The legislature finds need to contrel! location and
structural placement of electronic terminals in order to:

(a} assure accesss protections and convenience to the
public using them;

(b) assure that structural placement of automated
teller machines are designed to provide maximum protection
to the terminal and its contents fros vandalisms tamperinge
and theft ande since such machines shall be unmanneds to
locate them in a mamner designed to permit wax i man
protection of the public using them;

{c} prevent traffic congestion at vehicle parking lots
and pedestrian concourses and sidewalks:

{d} prevent vehicle backup onto public highways;

{e) prevent undue interference with nearby businesses;

{(f) locate automated teller machines in places
permitting maximum sharing of their use to all operators
desiring to use them under conditions herein stateds

{3) The Jegislature further finds that in the present
state of the technoloqy there is substantial potential for
error and misuse and that these systemsy including various
types of terminalsy telecommunications between them and

computer and switchino equipments or transport of

-2~ 58 170
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electronically recorded materials from the terminals to such
equipmenty and the computers and switches themselves are
sub ject to malfunctions vandalisms fraudes thefts and other
abuses and accidentss all indicating the obvious need for
the exercise of the police power of this state to protect
its citizens and their property in the use of this
technologys. Location of terminals is an important factor in
such protection.

(4) The leqgislature further finds that commercial
banksy savings and loan associationss and credit unionss
chartered by both federal and state governmentss are in
competition for depositses share accountss and loans and
other financial business of the state®s citizens; that each
has the capability of utilizing electronic funds transfer
systems; and that unless there is controlied wuse of these
systems there will be strong potentialis for destructive
competition and market domination by some financial
institutions over otherss increasing the 1likelihood for
misuse and errors duplication and wastes and resulting
increased costse

{5) To wmeet these needsy the legislature finds that
state authority must provide for authorizing such systems;
for speedy and fair remedies for Jlosses resulting from
malfunctions misuses or error; and for penalties for

violation of this acte

-3 5B 170
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Section 3. Definitions. As wused in this actsy the
following definitions shall apply unless the context
otherwise requiress:

{1} "Electronic funds transfer® means debiting or
crediting a depositor®s account or otherwise transacting any
business in a financial institution by electronic impulse
messagess authoriied under this acts transmitted directly by
wire or otherwise or stored on magnetic tape or equivalent
technologiesy or otherwises and processing the adjustaents
without regular and customary direct human interventione.
Nothing in this subsection prevents a financial institution
from processing its bookkeeping entries through normal human
intervention.

{2) *™Financial institution* means a bank chartered
under Title Sv—ehepter—é&y OF THIS LODEs a bdank chartered
under the National Banking Acts in Title 12 of the United
States Codesy a building and loan association chartered under
Title T of this codey a savinas and loan association
chartered under the Home Owners® Loan Act in Title 12 of the
United States Codesy a credit union chartered under Title 14,
chapter &y of this codes or a credit union chartered under
the Federal Credit Union Act in Title 12 of the United
States Code. FOR PURPQOSES OF THIS ACY ONMLYe A CONSUMER LOAN
COMPANY LICENSED UNDER TITLE 47Te CHAPTER 2  SHALL BE
COMSIDERED A FINANCTIAL JNSTITUTIONe

4 SB 170
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{3) (a) "Satellite terminal®" means any machine or
device located off the premises of a financial institution
which a financial institution or its customers may use to
carry out electronic funds transfers.

{b) »Sazellite terminal® includes:

{i) automated teller machines which means a satellite
terminal to make electronic funds transferss located off the
premises of financial institutionss operated by customers of
financial instituions without assistancesy activated by a
unique identification device and personal identification
number ;

(ii) point-of—-sale terminale which means a satellite
terminal located on the premises of a merchants operated by
a merchant or his employees solely to debit a3 customer®s
DEPOSIY OR_SHARE account in a financial institution er
soltety-—to-—add——to—a——custoneris——revolving-eredit—pccount
batance and solely to credit the merchant®s account
commensurately for transactions in qoods or Servicess A
point-of-sale terminal need not be activated by a unique
personal identification devicees A _MERCHANT HAS THE QPTIONe
PROVIDED THAY THE NECESSARY COMPUTER CAPABILITVY E£XISTS AT A
REASONABLE = (OSYs OF SELLING GOODS QR SERVICES BY
POINT-OF-SAEF TERMINALS WITH THE ELECTRONIC FUND TRANSFER
JAKING EFFECT AT THE TIME OF THE TRANSACTION OR AT A STATED
TIME AFTER THE IRANSACTIONe

- s8 170
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fc) The definition of "satellite terminal®™ does not
includes and nothing in this act may be construed to apply
to:

(i} an automated teller machine Jlocated on the
premises of a fimancial institution: or

{iiy an automated clearinghouse or any equivalent
system designed to transfer funds between financial
institutionsi OR

L111) A POINT-OF-SALE TERMENAL WHICH XS UTILIZED BY A
MERCHANT IN THE MERCHANY*S PBUSIMNESS DMLY AND DOES _NOT
PROVIDE ACCESS TO A FINANCIAL INSTITUYION.

(%) ™“Premises"™ neans those locations where by
applicable law financial institutions are authorized to
maintain a principal place of business and other offices for
the conduct of their respective businesses; the term
includes a detached drive-in or walk-up facility approved
under 5-1028.

{5) "Personal identification number ™ means a
combination of numerals or letters selected for a customer
of a financial institution and useds in conjunction with a
unique identification devices to initiate a request for an
electronic funds transfere

[6) “Customer®, in relation to a financial
institutions means a holder of a demand or time account or a

membership share in the institution or a person who is a

~6- S8 170
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borrower or a mortgagor; in relation to a merchants it means
a purchaser of goods or servicess

{7) ™Merchant™ means a natural persons corporations
partnerships or association engaged in buying and selling
goods or servicess except that a financial institution is
not a merchante.

(8) ™Department* means the department of business
regulatione

(9) “Person" means an individual, partnerships
corporations associations or any other bus iness
organizatione

{10) “Unique identification device® means 2 magnetic
encoded plastic card or equivalent device containing a
number wunique to a customer with retation to a financial
institution.

Section 4. Satellite terminals -— permitted usSeSe
Satellite terminals may be employed in the state only in the
following capacities:

{1) as an automated teller machine to make electronic
funds transfers as defined in this acts off the premises of
a financial institutions operated by the customers of
finéncia] institutions without assistance;

{2} as a point-of-sale terminaly operated by a

merchant or his employees solely to debit a customer®s

DEPYSIT OR _SHARE account in a financial institution and
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solely to credit the merchant®s account commensurately for
transactions in goods or servicess

Section 5. Authorization for certain satellite
terminals requireds (1) Subject to the limitation expressed
in [section 8] and to the other requirements of this acty a
business entity owned by a financial institution or
financiai institufians may install and maintain satellite
terminals located HITHIN OR not more than 3 miles beyond the
incorporated municipality where each participating
institution maintains its office ore if the financial
institution is located cutside an incorporated municipalitys
then not more than J wmiles from its principal place of
businesss after first obtaining authorization from the
department of business rngulation pursuant to rules adopted
by the departmente Business organizations other than
financial institutions may own satellite terminalss
provideds howevers that such organizations shall not engaage
in the business of a financial instituion and that ownership
and oossession of such satellite terminals shall be
requliated by the department of business regulation and they
shall not be used for any nurpose other than is authorized
in this act.

(2) A merchant may install and operate 3 poeint—of-sale
terminale A MERCHANT MAY UTILIZE A MACHINE A5 A
POINT-OF~SALE TERMINALe WHECH MACHINE PERFORMS FUNCTIONS IN
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ADDITION TO ELECTRONIC FUNDS TRANMSER IF SUCH OFHER FUNCTIONS
RO _NOT VIQLATE THE PROYISIONS QOF THIS ACYe

Section &« Consumer information. A financial
institution or its affiliate engaging in electronic funds
transfers withk its customers shalle prior to authorizing a
customer +to make electronic funds transferses provide the
customer a AN ITEMIZ2ED statement CLEARLY setting forths
without limitation:

{1) the specific transactions which wmay be performed
through satellite terminals;

{2) the chargeses if anys for individual transactions
engaged in through a satellite terminal;

£3) minimum balance requirementss if any;

{4} the liability of the various parties for
unauthorized transactions made by electronic funds transfers
fITH SPECIAL EMPHASIS UPON THE LIABILITY WHEN THE CUSTONER
HAKES__BIS..EEBSﬁNAL_lﬂEBIIEILAIIQN.QHEBEE_READILI_AIAILAELE
EOR_DISCOYERY IN CONMECTION WITH THEET OR i05S OF THE UNIQUEL
IDENTIFICATION DEVICE AND UPDN THE IMPORTANCE OF JMMERIATE
NOTIFICATION YO THE INSTITUTION OF SUCH THEFT OR LOSS:

{5) the legal status of receipts issued from a
satellite terminal;

{6) the right of the customer to a description of
transactions performed by satellite terminal on any periodic

statement of account furnished the customer;
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{7) the right of the customer to seek correction of
any e.rrors he believes have been made in his account by
electronic funds transfer; and

{8} instructions in maintaining customer records and
reconciling balances and in the importance of retaining
receipts of eltectronic funds transferswi AND
IIME AND NG STOP-PAYMENT AUTHORITY.

LAY THE CUSTOMER SHALL  THEN SIGN A STATEMENT

Section 7. Imnstitutional access requirementse {1} A
satellite terminal wused by a financial institution must be
made availablesy on a nondiscriminatory basise to ahl
financial institutions whose-prine+pal-piace-of—-busriness—is
DR BRANCHES THEREOF 1ocated within the geographic area that
may use each type of satellite terminals as defined and

outlined in [section 8]y and that may want to participate in
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using this sateljite terminal. In additions each customer
authorized by any financial institution may use the
satellite terminale with the limitations on the transactions
imposed and outlined in [section 8]. The charges reguired
to be paid by any financial institution which utilizes the
satellite terminal may not exceed a pro rata portion of the
costey determined in accordance with generally accepted
accounting principless and a reasonable return on the
ownar's equity. A-reasonable-return-on-ean—-ownerss—equity—is
defined-as-the-oversge-return—en——equtty--invested—in——atd
finonciat———institetionse——Fhe—costs—Ffor——the-—use-—of~—a
sotettite-terminel-chorgeabie—to-a—finonciat—institution—Ffor
a—-financiat-trensasction-sheii—not-exceed-125%-of—the—average
transaction-cost—For-—the——use——of--satettite——terminates——in
Hontonew———A--merchant—may——pay-a-ressonsbie—service—fee—to
have—e———terminot———tocated——on——his———propertyy———on——a
nondiscriminetory-—bas+es THE (OSTS FOR THE USE OF AN
AUTOMATED TELLER WMACHINE CHARGEABLE TO A FINANCIAL
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SHALL_ INCLUDE TERMS COVERING CONMECTION LHARGEs FEESs FORMAT
CODE AnD SECURITY PROVISEIONS. A POINT-OF-SALE TERMINAL SHALL
BE AVAILABLE FOR USE BY AlLL FINANCIAL JINSTITUTIONS UPON _SUCH
CONTRACTUAL TERMS AS MAY BE COMMERCIALLY REASONABLES

{2) A financial institution may invest ins acquires or
hold shares in a corporation engaged solely in operating and
owning satellite terminals. A financial institution wmay
utilizes establishs or owne either alone or with one or more
financial institutionss satellite terminals and related
communication equipment associated with electronic funds
tran-ferse Other business organizations may also own
satellite terminals and lease or otherwise permit financial
institutions to use the satellite terminalse provided these
other businesses comply with the provisions of this act and
agree to come under the supervision of the departwment. Such
other business organizations may not engage in the business
of a financial institutione.

Section B. Geograrhical restrictions on certain
satellite terminalse (1) If a financial institution is a
banks savings and loan associatione or a credit unions it
may engage in electronic funds transfers by means of an
automated teller machine located RITHIN OR not wore than 3
miles beyond the municipality where its office is located
ore #f the financial institution is located ocutside any

incorporated municipalitys not more than 3 miles from its
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principal place of businesse

(2} The department mway authorize the operation of an
automatic teller machine which a federst-—sovings—end——tean
asseciation—-or-steate—buitding-and-tean-association—er—credit
wnton CINANCIAL JINSTITUTION uses only if such association
agrees—to—coepty INSTITUTION COMPLIES with this act and
regulations adopted by the department.

{3) No out-of-state financial institution may
establish 3 satellite terminal within the state or lease
through other businesses satellite terminals within Montana.
An out-of-state financial institution may not engage in
electronic funds transfers within the states except that a
customer of an out-of-state financial institution may debit
his account in an out-of-state financial institution at an
in-state satellite terminal +to pay for wmerchandise and
servicess provided the merchant credits an account in a
financial institution whose principal place of business is
located within the state.

{#) Point-of-sale terminals may be available to aill
customers avthorized by in-state financial institutions for
debiting accounts to pay for merchandise and serviceses

Section 9. Protection of privacye (1) No information
relating to any transaction by electronic funds transfers or
application therefors between a financial institution and

its customer or prospective customer may be disclosed by the
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financial institution to any person or government entity
without consent of the customer orx JF FTHE CUSTOMER REFUSES
I0 SO CONSENTs under subpoena issued by a court of records

{2) This section does not prevent:

(a} the examination of financial institutions by duly
authorized regutatory authority or the transfer of
information by a financial institution to a <clearinghouse
which administers transactions between financial
institutions; or

(b} the access by a party to a transaction to
information relating to a specific transactiona

Section 10. Unauthorized disclosure of electronic
funds transfer recordse (1) A person commits the offense of
unauthorized disclosure of electronic funds transfer records
if he has Jawful access to such records by virtue of office
or employment and:

{a) permits anothers who lacks lawful access to such
recordss to inspects copys or read such records; or

{b} transfers such records to another who lacks lawfu}
access theretoe

{2) A person convicted of the offense of unauthorized
disclosure of electronic funds +transfer records shall be
imprisoned in the state orison for any term not to exceed 1
years be fined not more than $£5+000+ or be punished by both

such imprisonment and fines
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Section lle. Records of electronic funds transferse {1}
A satellite terminal shall be operated so as to produce a
humanly readable record of any transaction and to provide a
copy of this record to the person initiating the transaction
as soon as the transaction is complete.

{2) The receipt provided to the person initiating an
electronic funds transfer shall be admissible as evidence in
any legal proceeding and constitutes prima facie proof of
the transaction which it recordse.

(3} (a) A financial institution shal) provide each of
its customers utilizing electronic funds transfer services
with a periodic account statement containing a brief
description of all electronic funds transfers sufficient to
enable the customer to identify any transaction and relate
the transaction to the receipt provided under subsection (1)
of this section.

{b) When a periodic account statement includes both
electronic funds transfers and other transactionsey all
electronic funds transfers shall be identified as such and
be furnished in compliance with this subsection.

Section 12. Verification of statement — procedure for
discrepanciess {1} Ify upon receipt of a periodic statement
of accounts a customer of a financial institution believes
the statement contains an error with respect to an

electronic funds transfery the customer shall notify the

-15- $8 170

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

58 0170703

institution within 60 days after the day the institution
delivered the statement. In this notifications the customer
shall identify himself and the foundation of his belief
regarding the errore

{2) HWithin 10 days after a customer has notified a
financial institution of a possible error under subsection
{1)s the institutfon shaltl either:

{a} correct the account in questiony giving the
customer a written description of the correction (if the
correction is not in the exact amount of the alleged errorse
the Aescription shall «plain the difference); or

(b) after investigating the matters give the customer
a-weitten AN explanation of the reasons the institution
believes the statement to be correct. If requested in
writing by the customers a written explanations documented
by the institution®s record of the transaction in questions
shall be furnished the customere.

{(2) A financial institution receiving notice under
subsection (1) may not close the account concerning which
the dispute exists or restrict transactions in such account
affecting the portion not in disputes until it complies with
subsection (2)« A financial institution which has once
complied with subsection (2) with respect to an alleged
error is not required to respond under subsection (2) to

repeated alleqgations of the same errore
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Section 13. Unauthorized transactions —- liability.
(1) A customer whose account is debited by an electronic
Funds transfer without his authorization is not 1liable for
the amourt of such transactions and the amount shall be
recredited to his account as provided under [section 13 121,
unless:

{a) the financial institution has provided the
customer a3 unique identification device for initiating
electronic funds transfer requests and transactions are made
as a result of the theft or loss of that devices in which
case the customer is 1liable for the first $50 of any
consequent transactions made prior to the time the financial
institution is notified of such loss or theft; or

(b) the financial institution has provided the
customer a unigque identification device for initiatinge in
conjunction with a personal identification number separate
from the devices electronic funds transfer requestss and the
customer attaches the personal identification number to the
device by writing or otherwise or in any way makes the
number readily available for discovery in connection with
the tneft or loss of the devices and transactions are made
as a result of the theft or loss of the devicey in which
case the customer is liable for one-half the wvalue of all
consequent transactions made until the financial institution

is notified of such theft or losse
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{2y A customer who willingly 'gives his unique
identification device and personal identification number to
another is presumed to have authorized any electronic funds
transfers requested by such other persone

{3) A werchaent who makes electronic funds transfer
services available on his premises is liable for the amount
of an unauthorized electronic funds transfer requested from
his premises only if:

{a) he or his agent is negligent in requiring a user
of electronic funds transfer services to furnish adeguate
self-identification;

{b) he fails to retain a physical record of the
transaction for 1 year following the transaction; or

{c) bhe breaches the warranty required by subsection
{4) of this section.

(4} A merchant operating a point-of-sale terminal
shall warrant to the financial institution that an order for
an electronic funds transfer emanating from the terminal s
part of a commercial transaction in which the customer
receives goods or services of commensurate value.

{5) The liability for any unauthorized QR ERRONEQUS
electronic funds transfer which does not fall upon a
customer or a merchant under this section fallis upon the
financial institution which carries out the transfere.

Section 14« Automatic teller machines -- additional
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standardse Before the department authorizes an automatic
teller machinesy the owner must certify to the department
that the machine complies with the provisions of this
chapter and is:

{1) equipped with adequate security provisions;

{2) @oactivated by a unique identification device;

(3) designed so as to produce the transaction record
required by {section 11{(1)].

Section 15. Point-of-sale terminals - additional
standardse {1) Before the department approves a
point-of-sale terminals it must find that the merchant
demonstrates on his application that:

{a) he will wuse acceptable procedures for customer
self-identification;

{b) he will use a draft and receipt systemes on which
the customer®s signature acknowledges receipt of the goods
or services paid for by electronic funds transfer;

{c) he will institute a procedure whereby he keeps one
copy of each such draft and receipt for 1 year following the
date of transactions he gives one copy to the customer in
satisfaction of {[section 11{(1)]s and he forwards one copy to
the customer's financial institutione. The requirement of a
copy to the financial institution may be waived by the
department by rule if the point—of-sale terminal is

activated by a customer®s unique identification devices
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(2) A financial institution involved in an electronic
funds ¢ransfer initiated from & point-of-sale terminal may
inspect the merchant®s copy of the transaction record for
any purpose consistent with the privacy provisions of
[section 9]«

Section 16. %¢ersonal identification number -
restrictionse (1) A financial institution may not assign a
personal identification number to a customer which s
identica! to that customer®s social security account numbers
driver®s Jicense numbersy or any other number assigned for
othrr purposes to that customere

{2} A satellite terminal may not be operated so as to
print a3 customer®s perscnal identification number on the
humanly readable receipt furnished at the time of a3
transactions

Section 17T« Advertising -—— restrictions. Advertising
on satellite terminals shail be restricted to a common
symbol or to identification of each participating financial
institution in characters of equal size and prominence. This
section does not restrict the right of financial
institutions to advertise electronic funds transfer services
in other mediae

Section 1l8. Standard format code. All satellite
terminals in the state shall be operated by a standard

format code compatible with that used in other states. ¥¥
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cords—are—used-oss—unique—identification-devicesy—they—shatt
be—of-a-standard-sirzeyr-os-prescribed-by-department-rutess JF
CARDS ARE USED AS UNIQUE IDENTIFICATION OEVICESy THE
DEPARTMENY MAYs BY RULE. PRESCRIBE A STANDARD SIIEs

SECT:ON 19, CONVENTIONAL CHECKING OPTION PRESERVEQ. A
FINANCIAL INSTITUTION MAY NQY REQUIRE ANY CUSTOMER TO _OFAL

REASONABLE PROFIT FOR PROVIDING THAT SERVICES

Section 20« Rule-making authority delegatede The
department may adopte amende or repeal rules reasonably
necessary to implement this act and effectuate its purposes.

Section 21. Enforcement. (1) Upon petition of the
department and opportunity for a hearing under the Montana
Administrative Procedure Acts the department may revoke or
suspend authorization to operate a satellite termimal or to
participate in its operation on the grounds that the person

holding such authority has viclated a provision of this act
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or a rule validly adoptedes

{2 The department may bring an action in district
court to enjoin a person from operating or particiﬁatinq in
the operation of a satellite terminal without authority.

Section 22. Section 5-1028y ReCeMs 1947y is amended to
read as follows:

"5-1028. Branch bank prohibited —— exceptionse. {1} Neo
bank sha3} may maintain any branch banks receive depositss
or pay checksy except over the counter of and in its own
banking house. Providedy that nothing in this section shald
prohibirt prohibits ordinary clearinghouse transactions
between bankse

121 With the prior approval of the superintendent——of
banks departpents any bank doing business in this state may
establish and maintain not wmore than one +4%3 detached
drive-in and walk-up facility consisting of one ¢t} or more
telttrerts teller windowse. The distance of the Ffacility from
the main banking house shat¥d may not exceed one-thouvsand
$+1+0004 feet measured in 3 straight line from the closest
point of the main banking house to the farthest point of the
detached facility. The facility skatt pay not be closer than
two——hundred——+2004 feet to a facility operated by any other
bank mor gor closer thé; three—hundred-¢t300% feet to the main
banking house of any othner banks the measurement to be made

in a straight 1line from the closest points of the closest
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structures involveds The distances herein specified in
relation to a facility operated by any other bank and in
relation to the main banking house of any other bank may be
decreased by mutual written agreement of the banks invoived
to not closer than ene—hundred—and-fifty——{1503 feet to a
facility operated by any other bank mer gr closer than twe
hundred-12003 feet to the main banking house of any other
banks the measurement to be made in a straight line from the
closest points of the closest structures involveds The
service of the Ffacility shall be limited to receiving
deposits of every kinds cashing checks or orders to pays
receiving payments payable at the banky and such other
transactions as _are normally and wsually conducted or
handted at ¢edters* teller windows in the main banking

house.

10

11

12

i3

14

15

16

17

18

19

20

S8 0170/03

lir~_between the closcst points of the closest structures
invoived.*™

Section 23. Severabilitys If a part of this act is
invalids all valid parts that are severable from the invalid
part remain in effects If a part of this act is invalid in
one or more of its applicationss the part remains in effect
in all valid applications that are severable from the
invalid applications.

Section 24. Effective date. This act is effective on
January I+ 1978.

—End—~
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