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SENATE BILL NO. 84 

INTRODUCED BY BLAYLOCK 

BY REQUEST OF THE DEPARTMENT OF BUSINESS REGULATION 
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IN THE SENATE 

IN THE HOUSE 

Introduced and referred 
to Committee on Business 
Industry. 

Fiscal note requested. 

Fiscal note returned. 

Committee recommend bill do 
pass as amended. Report adopted. 

Printed and placed on 
members' desks. 

Second Reading, do pass. 

Considered correctly engrossed. 

Third Reading, passed. 
Transmitted to Second House. 

Introduced and referred to 
Committee on Business and 
Industry. 

Committee recommend bill 
be concurred in. Report adopted. 

Second Reading, concurred in. 

Third Reading, concurred in. 



IN THE SENATE 

March 3, 1979 Returned from Second House. 
Concurred in. 

Sent to enrolling. 

Reported correctly enrolled. 
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No.1J,L. 
INTRODUCED BY IL~ '­

BY REQUEST OF BUSINESS PEGUlATIOh 

A Bill FOR AN ACT ENTITLED: •AN ACT ESTABLISHING PROCEDURES 

FOR ISSUANCE OF ORDERS AND REMOVAL OF SOARD MEMBERS OR 

OFFICERS OF FINANCIAL INSTITUTIONS IN THE EVENT Of ~IOlATION 

OF A LAW OR UNSAFE PRACTICES; PROVIDING FOR INFORMAL 

DISPOSITION; AND PROVIDING PENALTieS.• 

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

Section 1• Definitions. For purposes of [sections 1 

through 13)• the following definitions shall apply: 

(1) •cease and desist order which has beca.a final• 

and •order which has beco.e final• •ean a cease and desist 

order or an order Issued by the director with the consent of 

the institution or the board eeeber. officer, or other 

person concerned. with respect to which no timely petition 

for review of the action of the director has been filea in d 

district court as specified in subsection (~l of [section d] 

or with respect to which the action of the court in which ~ 

petition for review has been filed is not subjo>ct to further 

review by the courts of the state• 

{2) •oirector• .. ans the director of the depart•ent of 

business regulation. 
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(3) •tnstitutlon• Deans a co•eercial bank• savings 

bank. trust co•pany• or investment company chartered under 

Title 32o chapter 1• MCAo 

(It) •violation• includes without liDitation any 

actiono alone or with others. causing• counseling. aiding. 

or abetting a violation. 

(5) •Board •ember• ceans a member of the board of 

directors of the institution. 

Section z. Notice of charges -- hearing -- cease and 

desist order effective date. {1) If in the opinion of the 

director any institution is engaging or has engaged or the 

director has reasonable cause to believe that the 

institution is about to engage in an unsafe or unsound 

practice in conducting the business of such institution or 

is violating. has violated. or the director has reasonable 

cause to believe that the institution is about to violate a 

law or ruleo the director •ay issue and serve upon the 

institution a notice of charges in respect thereof. The 

notice shall cortaiL a statell8nt of the facts constituting 

the alleged unsafe or unsound practice or violation and 

shall fix a time and place at which a hearing will be held 

to deterDine whether an order to cease and desist therefrom 

should issue against the institution. 

(2) The hearing •ay not be earlier than 30 days or 

later than 60 days after service of the notice unless an 
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earlier or a later date is set by the director at the 

request of the institution. Unless the institution appears 

at the hearing by a duly authorized representative• it shall 

be considered to have consented to the issuance of the cease 

and desist order. In the event of such consent or if upon 

the record .ade at any such hearing the director finds that 

any unsafe or unsound practice or violation specified in the 

notice of charges has been established. the director eay 

issue and serve upon the institution an order to cease and 

desist fro• any such practice or violation. By provisions 

~hich aay be •andatory or other~iseo the order •ay require 

the institution and its board ee.berso officers, e•ployeeso 

and agents to cease and desist fro• such practice or 

violation and to take affir•ative action to correct the 

conditions resulting fro• any such practice or violation. 

(3) A cease and desist order beco .. s effective at the 

expiration of 30 days after the service of the order upon 

the instituti_on, except in the case of an order issued upon 

consent which is effective at the tiae specified therein, 

and re•ains effective and enforceable as provided therein, 

except to the extent it is stayedo modified. ter•inatedt or 

set aside by the action of the director or a revie~ing 

court. 

Section 3• lnfor•al conferences tiroe for 

application. (1) Within 15 days after service of th~ notice 
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of charges, either the institution or departeent 11ay request 

an lnfor•al conference to discuss the charyes and the 

possible disposition of the• without a for•al hearing 

process. The conference shall be carried out in accordance 

~ith the provisions of Z-4-~03. Upon a proper sho~ing, the 

director in his discretion aay withdraw charges and 

p~oceedinqs for a cease and desist order. 

Section~. Te~porary cease and desist order -- grounds 

fo~ issuance -- effective date-- injunctive relief. (l) 

Whenever the director deter•lnea that any violation or 

threatened violation or any unsafe or unsound prdctice 

specified In the notice of charges served upon the 

institution pursuant to (section Z(l)] or thE-' continuation 

thereof is likely to cause Insolvency or substantial 

dissipation of assets or earnings of the institution or is 

likely to otherwise seriously prejudice the interests of its 

depositors, the director aay issue a teeporary order 

requiring the institution to cease and desist fro• such 

violation or practice. The order is effective upon service 

upon the Institution and unless set asldet lieited, or 

suspended by a court in proceedings authorized by subsection 

(ZJ of this section re•ains effective and enforceable until 

the co•pletion of the adeinistrative proceedings pursuant to 

such notice of charqeso until the director dismisses the 

charges specified in the notice. or until a cease and desist 
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order ~hlch is Issued against the institution after the 

hearing becoaes effective. 

(2) Within 10 days after the institution has been 

served ~lth a te.porary cease and desist ordero tne 

institution eay apply to the district court for the county 

in ~hich the hoee office of the institution is located for 

an Injunction setting asldeo li•itlngo or suspending the 

enforce•ento operatlono or effectiveness of the order 

pending the coepletlon of the adeinlstrative proceedings 

held pursuant to the notice of charges served upon the 

Institution under [section Z(l)]• The court has jurisdiction 

to issue the injunction. 

Section 5. Notice of Intention to reaove board •e•ber 

or officer or to prohibit participation-- suspension. {1) 

The director aay serve upon a board ae~r or officer of an 

institution a vrltten notice of intention to re•ove hi• froe 

office. Whenever in the opinion of the director: 

(a) the board .. eber or officer has: 

(iJ co .. itted any viotation of lav; 

(ii) violated a cease and desist order vhich has beco•e 

final; 

(iii) engaged or participated in any unsafe or unsound 

practice in connection with the institution; or 

(ivl co .. itted or engaged In any acto oeissiono or 

practice ~hich constitutes a breach of his fiduciary duty as 
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a board •e.Oer or officer of the institution; and 

(bl the institution has suffered or will probably 

suffer substantial financial loss or other daeage or the 

interest of its depositors could be seriously prejudiced by 

reason of the violation. practice, or breach of fiduciary 

duty. 

(2} Whenever in the opinion of the director any hoard 

eeeber or officer of an institution haso by conduct or 

practice vith respect to another Institution or business 

organization which has resulted in substantial financial 

loss or other da•age to that Institution or business 

organization, evidenced his personal disability and 

unfitness to continue a~ a board member or officer of the 

Institution, and whenever in the opinion of the director any 

other person participating in the conduct of the affairs of 

an institution has, by conduct or practice vith respect to 

such institution, another institution, or other business 

organization vhich has resulted in substantial financial 

loss or other da.nage to the institution or business 

organization, evidenced his personal disabi 1 ity and 

unfitness to participate in the conduct of the affairs of 

such institution, the director may serve upon the board 

•eebero officer, or other person a ~ritten notice of 

intention to re•ove such person fro• office or to prohibit 

his further participation in any •anner in the conduct of 

-6- .-
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the affairs of the institution. 

(3) A notice of int~ntion to re•ove a board aeebero 

officer, or other person from office or to prohi~it his 

participation in the conduct of the affairs of an 

institution shall contain a stateaent of the facts 

constituting grounds therefor, and shall fix a time and 

place at which a hearing will be held thereon• The hearinq 

shall be held not earlier than 30 days or later than 60 days 

after the date of service of the notice, unless an earlier 

or later date is set hy the director at the request of the 

board me•bero officer, or other person and for good cause 

shown. 

(4) Unless the board meabero officer, or other person 

appears at the heclring in person or by a duly authorized 

representative, he ~hall be considered to have consen~~o to 

the issuance of an order of re•oval or prohibition. In t~ 

event of consent or if upon the record •ade at the hearing 

the director finds that any of the grounds specified in the 

notice have been established, the director say issue such 

orders of suspension. re.aval, from office, or prohibition 

from participation in the conduct of the affairs of the 

ins~itutipn as he considers appropriate. The order becoMes 

effective 30 days after service upon the institution and the 

board ae•bero officer. or other person concerned• exceot in 

the case of an order issued upon consent which becomes 
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effective at the tiee specified therein. The order re•ains 

eff&etive and enforceable until it is stayed, eodifiedo 

tereinatedo or set aside by action of the director or a 

reviewing court. 

Section 6. Infor.al conferences time for 

application. Within 15 days after service of the notice of 

charges, either the board ee.Oer• officer. or other person 

say request an informal conference to discuss the charges 

and the possible dlspo5itlon of thee without formal hearing 

process. The conference shall be carried out in accordance 

with the provisions of Z-~-t.03o Upon a proper showing the 

·director in his discretion aay withdraw charges and 

proceedings for a cease and desist order. 

Section 7. Suspension or prohibition eff~tive upon 

service -- stay. 111 With respect to any board •~ber or 

officer of an institution or any other person to who• notice 

is sent pursuant to [section 5]• if the director considers 

it necessary for the protection of the institution or the 

interests of its depositors that the board ee.Oert officer, 

or other person be suspended fro• office or prohibited fro• 

further participation in any aanner in the conduct of the 

affairs of the institution. the director may serve upon such 

board meebero officer, or other person a written notice 

suspending hie from office or prohibiting hie fro• further 

participdtion in any manner in the conduct of the affairs of 
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the Institution. The suspension or prohibition is effective 

in upon service of the notice and unless stayed by a court 

proceedings authorized by subsection (ll of this section 

shall reaaln in effect until the co•pletion of the 

ad•inistrative proceedings pursuant to the notice served 

under (section 4]• until such ti_. as the director dis•isses 

the charges specified in such notice, or until the order of 

re.oval or prohibition which is issued against th@ board 

•eabero officer, or other person beco•es effective. Copies 

of the notice shall also be served upon the institution of 

which the person is a director or officer or in the conduct 

of whose affairs he has participated. 

(2) Within 10 days after any board •e•bero officer, or 

other person has ~en suspended fro. office or prohibited 

fro. participation in the conduct of the affairs of an 

institution under subsection (1) of this section, the board 

~~ero officer, or other person eay apply to the district 

court for the county in which the hoae office of the 

institution is located for a stay of the suspension or 

prohibition pending the coapletlon of the adeinistrative 

proceedings pursuant to the notice served upon the board 

•eabero officer. or other person under [section 4]• The 

court has jurisdiction to stay the suspension or 

prohibition. 

Section B. Felony charges suspension or 
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prohibition. (1) Whenever any board •e•ber or officer of an 

institution or other person participating in the conduct of 

the affairs of an institution is charged in any infor•ationo 

indictaento warrant, or coaplaint authorized by a county 9 

stateo or federal authority with the co.mission of or 

participation in a felony involving eBbezzle.ent, breach of 

trust• or si•ilar crl•e• the director by written notice 

served upon the board aeabero officer, or othec·· person Gay 

suspend hi• fro• office or prohibit hi• fro• further 

participation in any •anner in the conduct of the affairs of 

the Institution. Suspen$ion Is effective upon service upon 

the individual. A copy of the notice shall also be served 

upon the Institution. The suspension or prohibition reaains 

in effect until the inforaationo indict•ent, warrant, or 

coep1alnt Is finally disposed of or until ter•inated by the 

director. 

(~) Within 10 days after any board ae•bero officer. or 

other person has ~een suspPnded from office or prohibit~d 

fro• partlcipaticn in the conduct of the affairs of an 

institution under subsection (11 of this section. the board 

aembero officero or other ~erson ~ay apply to the district 

court for the county In which the ho•e office of the 

institution is located for a stay of the suspension or 

prohibition pending the completion of the criainal 

proceedings initiated by the infor•ationo indictaent. 

-10-
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warrant or c~p1aint. The court has jurisdiction to stay the 

suspension or prohibition. 

(3) 1f a judg•ent of conviction with respect to the 

offense is entered against the board ee•bero officer, or 

other person and at such time as the judg•ent is not subject 

to further appellate review, the director •ay issue and 

serve upon the board •ember• officer. or other person an 

order removing hi• fro• office or prohibiting hi• from 

further participation in any manner in the conduct of the 

affairs of the institution except with the consent of the 

director. A copy of the order shall also be served upon the 

institution, whereupon the board ee.Oer or officer shall 

cease to be a board .ember or officer of the institution. A 

finding of not guilty or other disposition of the charqe 

does not preclude the director fro• thereafter instituting 

proceedings to suspend or reaove the board .. .nero officer, 

or other person from office or to prohibit further 

participation in the affairs of the Institution pursuant to 

[sections ~ or 6]. 

Section 9. Board of directors lack of quoru• 

temporary board •embers. If at any time because of thP 

~pen•ion or reaoval of one or •ore board ...Oers pursuant 

to [sections 1 throuqh 13] the board of directors of an 

institution has less than a quoru• of board ... bers not so 

suspended or removed, all powers and functions vested in or 
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exercisable by the board shall vest in and be exercisable by 

the board •embers not so suspended or removed until such 

tiee as there is a quoru• of the board •embers. If all of 

the board •e•bers have been suspended or re•ovedo the 

director shall appoint persons to serve te•porarily as board 

.. .oerso pending the ter•lnation of the suspensions or 

re•ovals or until such time as their successors are duly 

elected and take office. 

Section 10. Hearings -- decision -- review, 

•edification• ter•ination or stay of orders. (1) Any hearing 

provided for in {section~ 1 through 13] shall 

in accordance with the provisions of 

be conducted 

the Montana 

Ad•lnlstrative Procedure Act. The hearing shal) be private 

unless the director, after fully considering the views of 

the party afforded the hearing, deter•ines that a public 

hearing is necessary to protect the pub\ic Interest. After 

the hearing and within 90 days after the director has 

notified the parties that the case has been sub•ltted to hi• 

for final decision. he shall render his decision• which 

shall include findln~s of fact upon which his decision is 

predicated, and shall issue and serve upon each party to the 

proceeding an order consistent with the provisions of this 

section. 

(Z) Any party to the hearing or any person required by 

an order issued under [sections 1 through 13] to cease and 
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desl5t fro. any of the violation5 or practlce5 stated 

therein or any person suspended, reeovedo or prohibited froe 

participation In the conduct of the affairs of an 

institution aay obtain a revie~ of any order, other than a 

consent order, ~hich revlev shall be pursuant to the Montana 

Adeinistrative Procedure Act. Unless a petition for reviev 

is tl.ely filed a5 provided In the Montana Adeinistrative 

ProcedUre Act, the director, at any tlee, upon such notice 

and in such eanner as he considers proper, eay eodifyo 

terelnate. or set aside the order• Upon the tieely fillnq of 

a petition for revievo the director eay eodlfy, terei~te, 

or set aside the order with the perelsslon of the court. 

Section 11. Enforce.ent of notice5 or orders. The 

director eay apply to the district court of the county In 

vhich the hoee office of the Institution is located or to 

the district court for Lewis and Clark County for the 

enforcaeent of any effective and outstanding notice or order 

issued under [sections 1 through 13]. The court has 

jurisdiction to require coepllance therevltho 

Section 12. Violation of notice or final order 

penalties. Any present or foreer board ee~er or officer of 

an institution or any other person against vhoe there is 

23 outstanding and effective any notice or final order served 

lit upon the board eeebero officer, or other person pursuant to 

25 [sections 6, 7 9 or 8] vho participates in any eanner in the 
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conduct of the affairs of such Institution; directly or 

indirectly solicits, procures, transfers, or atteepts to 

transfer votes or atteepts to vote any proxies. consents. or 

authorizations In respect to any voting rights in such 

Institution; or vithout the pr-ior vritten appro'!al of the 

director, votes for a board .amber or serves as a board 

eeebero officer. or eeployee of such institution is guilty 

of a eisde•eanor and •ay be fined not aore than st,OOO or 

laprisoned for not eore than 6 eonths, or both~ 

Section 13. tease and desist orders eanner of 

service copies to feder-al author-ities. Any service 

required or authorized to be eade by the director pursuant 

to (sections 1 through \3) •ay be made by registered or 

certified eail or in such other eanner reasonably calculated 

to give actual notice as the director- by rule or othervise 

eay provide. tooies of any notice or- or-der served by the 

director pursuant to the provisions of [sections 1 thr-ough 

13] upon any institution or any board meeber or officer 

thereof or oth<r p<rson participating in the conduct of it5 

affairs may al5o be sent to the appropriate federal 

supervisory authorities. 

-End-
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STATE OF MONTANA 
Request No. 119 79 

FISCAL NOTE 
Form BD-15 

ln compliance with a written request received January 29, 1979 , there is hereby 
submitted a Fiscal Note for Senate Bill 84 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 Legislature upon request. 

DESCRIPTION OF PROPOSED LEGISLATION: 

Senate Bill 84 is an act establishing procedures for issuance of orders and removal 
of board members or officers of financial institutions in the event of violation of 
a law or unsafe practices; providing for informal disposition; and providing penalties. 

FISCAL IMPACT: 

None . 

BUDGET DIRECTOR 
Office of Budget and 
Date: L/>'/'7 

Program Planning 
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SEkATE Bill NO. 8~ 

INTRODUCED BY BlAYlotK 

BY REQUEST OF THE DEPARTMENT OF BUSINESS REGULATION 

A BILL FOR AN ACT ENTITLED: •AN ACT ESTABLISHING PROCEDURES 

FOR ISSUANCE OF ORDERS AND REMOVAL OF BOARD MEMBERS OR 

OFFICERS OF FINANCIAl INSTITUTIONS IN THE EVENT OF VIOLATION 

OF A LAW OR UNSAFE PRACTICES; PROVIDING FOR INFORMAL 

DISPOSITION; AND PROYIOING PENALTIES.• 

BE IT ENACTED BY THE LEGISLATURE Of THE STATE Of "ONTANA: 

Section 1. Oefjnitions. For purposes of [sections 1 

through 13]• the following definitions shall applya 

11) •tease and desist order which has beca.e final• 

and "order which has becoee final" ~an a cease and desist 

order or an order issued by the director with the consent of 

the institution or the board .aaber 0 officero or other 

person concernedo with respect to which no ti•ely petition 

for review of the action of the director has been filed in a 

district court as specified in subsection 12) of (section 8] 

or with respect to which the action of the court in which a 

petition for review has been filed is not subject to further 

review by the courts of the state. 

IZl "Director• ~eans the director of the departeent of 

business regulation. 
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(3) •Institution• .. ans a ca..ercial bankt savings 

banko trust co~anyw or invest .. nt co•pany chartered under 

Title 32t chapter 1t MeA. 

(~) •violation• includes Without ll•itatlon any 

act.iont alone or with others. causing• counseling• aiding• 

or abetting a violation. 

(S) •eoard •e.aber• .. ans a .. .,.r of the board of 

directors of the Institution. 

Section z. Notl,ce of charges - hearing - cease and 

desist order -- effective date. (1) If •~-~~ op+ft+en-ef-~ 

d+'ee~or-eny-+ns~~~+on-+s-en9eg+ng-er-hes-eft989e4--or the 

director has reasonable cause to believe that ~~ AHl 

institution is ENG6GIN5 QR HAS ENGAGED Q8 IS about to engage 

in an unsafe or unsound practice in condUcting the business 

of such Institution or Is violating. has violatedt or ~ 

e~ree~or--hes--reesoneb+e--e ... .---~o~+ ... ---~---~he 

in~?~~ion Is about to violate a law or ruleo the director 

aay Issue and serve upon the institution a notice of charges 

in respect thereof. The notice shall contain a state .. nt of 

the facts constituting the alleged unsafe or unsound 

practice or violation and shall fix a tl•e and place at 

which a hearing will be held to deterelne whether an order 

to cease and desist therefro• should issue against the 

Institution. 

(2) The hearing eay not be earlier than 30 days or 

-2- SB 84 
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later than 60 days •fter service of the notice unless an 

earlier or a later date Is set by the director at the 

request of the institution. Unless the institution appears 

at the hearing by a duly authorized representative. it shall 

be considered to have consented to the issuance of the cease 

and desist order. In the event of such consent or If upon 

the record aade at any such hearing the director finds that 

any unsafe or unsound practice or violation specified In the 

n,~ice of charges has been established BY THE PREPQNOER&NtE 

af_TH£ EVIQ£ft£E• the director aay issue and serve upon the 

institution an order to cease and desist froe any such 

practice or violation. By provlslona which .. , be .. ndatory 

or otherwise, the order aay require the institution and its 

board ..-.rh officers. e~~ploy-s •. and agents to cease and 

desist froa such practice or violation end to take 

affiraatlve action to correct the conditions resulting froa 

anr such practice or violation. 

ClJ A cease and desist order becoees effective at the 

expiration of ~e 2S days after the service of the order upon 

the institution. except In the case of an order Issued upon 

consent which is effective at the tiee specified therein• 

and reaains effective and enforceable as provide~ thereino 

except to the extent it Is stayed, .adlfied. terMinatedo or 

set aside by the action of the director or a reviewinq 

court. 
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Section 3. Infor .. l conference& tille for 

application. (1) Within 15 days after service of the notice 

of charges. either the institution or department may request 

an informal conference to discuss the charges and the 

possible disposition of thea without a formal hearing 

process. The conference shall be carried out in accordance 

with the provision& of 2-lt-603. Upon a proper showing• the 

dl rector in his discretion •ay withdraw charges and 

proceedings for a cease and desist order. 

Section Ito Teaporary cease and desist order -- grounds 

for issuance-- effective date -- injunctive relief. {1) 

Whenever the director deteralnes that any violation or 

threatened violation or any unsafe or unsound practice 

specified In the notice of charges served upon the 

Institution pursuant to [&ection 2(1)] or the continuation 

thereof i& likely to cau&e insolvency or substantial 

dissipation of assets or earnings of the institution or 

likely to otherwise seriously prejudice the interests of iLS 

depositors. the director •ay issue a temporary order 

requiring the Institution to cease and desist from such 

violation or practice. SucH QBOER SHALL CONT&IN 6 STATEMENT 

Cf_!HE FACTS CONSTITUTING THE ALLEGED VIOLATIQH_QR_uNSAFE DB 

VNSQUND PBACIIC£. The order is effective upon service upor 

the institution and unless set asideo ll•itedo or suspended 

by a court in proceedings authorized by subsection r- of 

-~- SB 81t 

.. • " 



2 

3 

4 

<; 

b 

1 

8 

q 

10 

11 

12 

13 

14 

15 

lb 

11 

18 

19 

20 

21 

22 

23 

24 

25 

"' 

SB 008"'!02 

this section reMains effective and enforceable until the 

completion of the administrative proceedings pursuant to 

such notice of charges. until the director dls•isses the 

charges specified in the notice. or until a cease and desist 

order which is issued against the Institution after the 

hearing becomes effective. 

(2) Within 10 days after the Institution has bean 

served with a te•porary cease and desist order. the 

institution .ay apply to the district court for the county 

in ~hich the hoee office of the Institution Is located for 

an injunction setting aside, 

enforce•ent• operationo or 

lleltingo or 

effectiveness 

suspending the 

of the order 

pending the coepletion of the adeinistratlve proceedings 

h~ld pursuant to the notice of charges served upon the 

institution under [section 2(1)]• The court has jurisdiction 

to issue the injunction. 

Section 5. Notice of intention to reeove board •••ber 

or officer or to prohibit participation-- suspension. (1) 

Tht! director 11ay serv.e upon a board -eber or officer of an 

institution a written notice of Intention to reeove hi• fro• 

officew-W~eneve~-~n-the-~~n+eft-of WHENEVER the director tl~ 

REASONABlE CAUSE TO BELIEvE: 

(a) the board Reeber or officer has: 

Iii co~itted any violation 

!LlitllllilllL!l!LliBUtH OF TBUSI; 
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(iit violated a cease and desist order which has becoee 

final; 

(iii) en~ged or participated In any unsafe or unsound 

practice In connection with the Institution; or 

(iv) co .. itted or engaged in any acto oeission. or 

practice which constitutes e br .. ch of his fiduciary duty as 

a board ...oar or officer of the Institution; 8ft4 

(b) the Institution has suffered or will probably 

suffer substantial ,financial loss or other daaago or the 

intere&t of Its depositors could be seriously prejudiced by 

reason of the violation• practice, or breach of fiduciary 

duty INYQLYIMG PERSQNAL DJSHQNESTX QM THE PARI Qf SUCH BOARD 

BEM8EB QB DEFICEB. 

(2) Whenever In the opinion of the director any board 

.. eber or officer of en Institution haso bJ conduct or 

practice with re$pect to ~other Institution or business 

organization which has resulted in substantial financial 

loss or other daeage to that Institution or business 

organization, evidenced his personal disability and 

unfltnes~ to continue as a board ee~ber or officer of the 

institution, and whenever +n-the-op+n+on-of the director HAS 

afAiQNABLE CAUSE TO BELIEVE THAI 

participating in the conduct of the 

any other 

affairs 

person 

of an 

institution ha~. by conduct or practice with respect to such 

institution, ;mother Institution. or other business 

-6- SB 8~ 
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in substantial financial 

institution or business 

personal dlsebi Hty and or-gani zatl one 

unfitne5S to partie I pate in the conduct of the affairs of 

such institution, the director •ay serve upon the board 

ee~ero officaro or other person a written notice of 

intention to re-ave such person fro• office or to prohibit 

his further participation in any .anner in the conduct of 

the affairs of the Institution. 

(3t A notice of intention to re.ove a board ..-bero 

officero or other person fro. office or to prohibit his 

participation in the conduct of the affairs of an 

Institution shell contain a state-.nt of the facts 

constituting grounds therefor, and. shell fix a tl .. and 

place at which a hearing will be held thereon. The hearing 

shall be held not earlier than 30 days or later then 60 days 

after the date of service of the noticeo unles5 an earlier 

or later data is set by the director at the request of the 

board .. ~ere officer, or other person and for good cause 

shown. 

(4t Unless the board ... bert officero or other person 

appears at the hearing in person or by a duly authorized 

representative, he shall be considered to have consented to 

the issuance of an order of re~oval or prohibition. In the 

event of consent or if upon the record ~ade at the hearinq 
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the director finds that any of the grounds specified in the 

notice have been established BY THE PREP~~~ 

EviDENCE, the director •ay Issue such orders of suspPnsiono 

re•oval fro• office, or prohibition from participation in 

the conduct of the affairs of the institution as he 

considers aPPropriote. The order becomes effective 30 days 

after service upon the institution and the board membero 

of~lcero or other person concerned, except in the case of an 

order issued upon consent which beco.es effective at the 

ti .. specified therein. The order re•ains effective and 

enforceable until It Is stayed, nodifiedo terminatedo or set 

aside by act3on of the director or a reviewing court. 

Section 6. lnfor•al conferences -- time for 

application. Within 15 days after service of the notice of 

charges, either the board .eeber, officer, or other person 

•ay requ_.t an infor .. l conference to discuss the charges 

and the possible disposition of them vlthout formal hearin· 

process. 

with the 

director 

The conference shall be carried out in accordance 

provisions of 2-4-603• Upon a proper showing the 

in his discretion may vithdraw charges and 

proceedings for a cease and desist order. 

Section 7. Suspension or prohibition effective upon 

service 5tay. (1) With respect to any board MeMber or 

officer of an institution or any other person to whom notice 

is sent pursuant to [section 5], if the director cons ~s 

-8- SB 84 
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it necessary for the protection of the institution or the 

interests of its depositors that the board .e•ber, officero 

or other person be suspended fro• office or prohibited fra. 

further participation in any Manner In the conduct of the 

affairs of the institution, the director eay serve upon such 

board membero officer, or other person a written notice 

suspending him fro• office or prohibitin1 hi• fra. further 

participation in any •anner in the conduct of the affairs of 

the institution. THE NOTitE SHALL CQNJAIN A SIATEMENT Qf 

ltli_f!kli_CONSTITUTING GBQUNDS FQR THE QBDER AND $HALL FIX A 

IIHE, NOT LATER THAN 10 DAY$ FBQM THE DATE Qf THE $EBYitE Of 

THE NOTICE, AT WHICH A HEARING MILL DE HELD IQ AFFQBD THE 

BOARD HEHBEB OR Qffl££8_ THE QPPOBTUNITy TO BESPOMp. The 

suspension or prohibition is effective upon service of the 

notice and unless stayed by a court in proceedings 

authorized by subsection 12• of this section shall re•aln in 

effect unti 1 the coepletlon of the ad•lnlstrative 

proceedings pursuant to the notice served under (section It]• 

until such time as the director dis•isses the charges 

specified in such notice, or until the order of reeoval or 

prohibition which is issued against the board me•bero 

officer, or other person becomes effective. Copies of the 

notice shall also be served upon the institution of which 

the person is a director or officer or in the conduct of 

whose affairs he has participated. 
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C21 Within 10 days after ~·flii--111Htt"T-oftf'+eer•-­

~~r-persoft-hos-aeen-•••pende4-froa--off'+ee--or--proh+b+~ed 

fr.e--pe~~e+p~+en--+n-~he--eene.e~--of'--~he-of' ... rs-of-en 

+~t+~.t+on-aftder THE HEARING PBDYIOED FQR IN subsection (1) 

of this sectiono the board ..-hero officer• or other person 

aay apply to the district court for the county In which the 

ho .. office of the institution Is located for a stay of the 

suspension or prohibition pendin9 the coepletion of the 

~lnistrative procee~ings pursuant to the notice served 

upon the board •eebero offlcero or other person under 

(section '>]• The court has jurisdiction to stay 

suspension or prohibition. 

Section e. felony charges suspension 

the 

or 

prohibition. (1) Whenever any board ..-bar or officer of an 

institution or other person participating In the conduct of 

the affairs of an institution is charged In any lnf~r•ationo 

indict.ento warranto or coeplaint authorized by a county. 

state, or federal authority with the co•aission of or 

participation In a felony involvin9 eebeer+eeeft~Y DISHONESTY 

Q8 breach of trust. or--s~•er--er+aey the director by 

~ritten notice served upon the board eeabero officer, or 

other person aay suspend hi• froa office or prohibit hia 

fro• further participation in any aanner in the conduct of 

the affairs of the Institution. Suspension is effective upon 

service upon the individual. Itl£__tiOIICE SHALL -kCH!AIN-_! 
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SIATEIIEJIT Of THE fACJ$ CQHSJITUTIN§ GBOUftD$ FQB T!tf ORQH 

AND SHALL Ell A PLACE AND TIMEr NOT LATE&~10 PAX$ FBON 

THE QATE Qf THf NQTitE, AT WHitH A HEARING KILL BE HELD IQ 

AFFORD THE BOABg MEMBER QB QffltER THE OPPQBTUNIII TO 

RESPOMQ. A copy of the notice shall also be served upon the 

institution. The suspension or prohibition reaains in effect 

until the inforaationo lndict .. nte warrante or c~plaint is 

finally disposed of or until ter•inated by the director. 

(2) Within 10 days after eny-boord· .. •ber.-of,.~y-or 

"""' _ _,_ __ _,_ _____ _. .. ded-•t'--offke-ot'-pt'ot.+tt+hd 

•....-~.,..+eft-~h- •-••et--ef-~--of~--ef'--­

+tlftoi~t- -ller THE Hft.IINIP PROyiD£0 FOR IN Sl.tbsect:ton (1) 

of this sectione the board aeabere officer• or other person 

.ay ~ly to the district court for the county in which the 

~ office of the institution ls located for a stay of the 

suspension or prohibition pending the coapletlon of the 

cri•inal proceedings initiated by the infor.atione 

lndict•ente ~arrant or co•plaint. The court has jurisdiction 

to stay the suspension or prohibition. 

(3) If a judg.ent of conviction ~ith respect to the 

offense is entered against the board ... bero officere or 

other person and at such tl.e as the judg .. nt is not subject 

to further appellate reviewo the director •ay issue and 

serve upon the board ae•bero officer, or other person an 

order removing hi• fro• office or prohibiting him fro• 
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further participation in any aanner in the conduct of the 

affair• of the Institution except with the consent of the 

director. A copy of the order shall also be ~erved upon the 

institution• whereupon the board .ember or officer shall 

cease to be a board •eaber or officer of the institution. A 

finding of not guil~y or other disposition of the charge 

does not preclude the director fro• thereafter instituting 

proceedings to suspend or reaove the board ae•bero officer. 

or other person froa office or to prohibit further 

participation in the affairs of the institution pursuant 

[sections 5 or 6]• 

to 

Section 9, Board of directors 

te~orary board .. ~rs. Jf at any tiae 

lack of quorum -­

because of the 

suspension or reaoval of one or acre board members pursuant 

to (sections 1 through 13] the board of directors of an 

Institution has less than a quoru• of board members not so 

suspended or removed, all po~ers and functions vested in or 

exercisable by the board shall vest in and be exercisable cy 

the board meebers not so suspended or re•oved until such 

ti .. as there is a quoru• of the board members. 

the board ... ber• have been suspended or 

If all of 

removed, the 

director shall appoint persons to serve teaporarily as board 

.. aberso pending the ter•inatlon of the suspensions or 

reeovals or until such ti .. as their successors are duly 

elected and take office. 
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Section 10• Hearings decision reviewr 

modification, ter•ination or stay of orders. Ill Any hearing 

provided for in [sections 1 through 13) shall be conducted 

in accordance with the provisions of the Montana 

Ad~inistrative Procedure Act. The hearing shall be private 

unless the director• after fully considering the views of 

the party afforded the hearing, deter•ines that a public 

heariny is necessary to protect the public interest. After 

the hearing and within 90 days after the director has 

notified the parties that the case has been submitted to hie 

for final decision, he shall render his decisionr which 

shall Include findings of fact upon which his decision Is 

predicated, and shall issue and serve upon each party to the 

proceeding an order consistent with the provisions of this 

section. 

(2) Any party to the hearing or any person required by 

dO order issued under {sections 1 through 13) to cease and 

desist fro• any of the violations or practices stated 

therein or any person suspendedo raeovedo or prohibited froe 

participation in the conduct of the affairs of an 

institution .ay obtain a review of any order, other than a 

consent ordero which review shall be pursuant to the Montana 

Administrative Procedure Act. Unless a petition for review 

is timely filed as provided in the Montana Ad~inistratlve 

Procedure Act, the director, at any time, upon such notice 
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and In such eanner as he considers propert eay eodifyt 

tereinater or set aside the order. Upon the tl•ely filing of 

a petition for review, the director ••Y eodifyt ter•inateo 

or set aside the order with the per•isslon of the court• 

Section 11. Enforc ... nt of notices or orders. The 

director eay apply to the district court of the county in 

which the ha.e office of the Institution Is located or to 

the district court for Lewis and tlark County for the 

enforca .. nt of any effective and outstanding notice or order 

issued under (sections 1 through 13]• The court has 

jurisdiction to require co•pllance therewith. 

Section 12. Violation of notice or final order 

penalties. Any present or foreer bOard .. eber or officer of 

an institution or any other person against whoa there Is 

outstanding and effective any notice or final order served 

upon the board ~ebero officero or other person ~ursuant to 

[sections 6 ~. lo or 8) who participates in any eanner In 

the conduct of the affairs of such institution; directly or 

indirectly solicits• procures. transfers• or atteMpts to 

transfer votes or atteepts to vote any proxies. consents. or 

authorizations in respect to any voting righ~s In such 

Institution; or without the prior written approval of the 

director, votes for a board eeaber or serves as a board 

•ember, officer• or eeployee of such Institution is guilty 

of a ~isde.aanor and eay be fined not eore than SloOOO or 
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I i.prl50ned fer not .ore than 6 ~hs. or both. 

Section ll. Cease and desist ord~rs aanner of z 

) service copies to federal authorities. Any service 

~ required or authori~ed to be .ade by the director pursuant 

S to [sect i ons I through U ] SHALL BE MA PE UP !ltt I NQJ lt.1DSML 

6 BQABD MEMBERS ANQ QFFitEBS BY PERSQNAL SEBYltE AND •ay be 

1 •ade U!QM INSTITUTIQMS by registered or certified eall or in 

8 such other ... nner reason~ly calculated to give actual 

9 notice .as the director by rule or otherwise eay provide. 

10 top•es of any notice or order served by the director 

11 pursuant to the provisjons of [sections 1 throu9h ll] upon 

lZ anr inst:ltvUon .or .., .lloard ..-.r or officer tltePeof or 

13 other person participating in the conduct of its affairs •ay 

1~ also be sent to tbe eppropriet• federal supervisory 

15 .vthoritios. 

-End-
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SENATE BILL NO. 84 

INTRODUCED BY BLAYlOCK 

BY REQUEST OF THE DEPARTMENT OF BUSINESS REGULATION 

A BILL FOR AN ACT ENTITLED: •AN ACT ESTABLISHING PROCEDURES 

FOR ISSUANCE OF ORDERS AND REMOVAL OF BOARD MEMBERS OR 

OFFICERS OF FINANCIAL INSTITUTIONS IN THE EVENT OF VIOLATION 

OF A lAW OR UNSAFE PRACTICES; PROVIDING FOR INFORMAL 

DISPOSITION; AND PROVIDING PENALTIES·• 

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

Section 1. Definitions. For purposes of (sections 1 

through 13]• the following definitions shall apply• 

(1) •tease and desist order which has beco•e final• 

and "order which has beco.e final• .. an a cease and desist 

order or an order issued by the director with the consent of 

the institution or the board me•bero officer• or other 

~erson concerned. with respect to which no ti•ely petition 

for review of the action of the director has been filed in a 

district court as specified in subsection CZ) of [section 8) 

or with respect to which the action of the court in which a 

petition for review has been filed is not subject to further 

review by the courts of the state. 

(2) •Director• •eans the director of the depart.ent of 

business regulation. 
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(3) •Institution• .. ans a ca..ercial banko savings 

bank. trust co.panyo or invest .. nt co•pany chartered under 

Title 3Zo chapter 1o MCA. 

(~) •violation• Includes without li•U:ation any 

actiono alone or with otherso causing, counseling• aiding, 

or abetting a violation. 

(5t •eoard •e~er• .. ans a ... ber of the board of 

directors of the Institution. 

Section z. Notice of charges -- hearing -- cease and 

desist orde,. effective date. ClJ If ~~+n+on-ef-~he 

dfloefl:Ot' -eny-+tl•t+ ttn:+--+ s-en§ eg+ftg-er-tta•-en~d--01' the 

director has reasonable cause to believe that ~ &Kl 

institution is ENGAGING Ql HA$ ENGAGED QB IS about to engage 

In an unsafe or unsound practice In conducting the business 

of such Institution or Is violating, has violated, or ~he 

4+peetoP--h..--p .. eefteb+e--e ... e---to--~+eve---~--~ 

ift~ittli:~ is about to violate a law or rule, the director 

aay issue and serve upon the institution a notice of charges 

in respect thereof• The notice shall contain a state .. nt of 

the fact$ constituting the alleged unsafe or unsound 

practice or violation and shall fix a ti•e and place at 

~hlch a hearing vl11 be held to dete,.•ine whether an order 

to cease and desist therefra. should Issue against the 

Institution. 

12) The hearing •ay not be ea,.1ier than 30 days or 
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the notice unless an 

by the director at the 

request of the institution. Unless the institution appears 

at the hearing by a duly authorized representative• It shall 

be considered to have consented to the issuance of the cease 

and desist order. In the event of such consent or If upon 

the record .ade at any such hearing the director finds that 

any unsafe or unsound practice or violation specified In the 

n,')tice of ch4rges has been estab1 hhed lll-111f-tBEPOh!OEBAN(;E 

Qf_IHE EyiDfM[E, the director •ay issue and serve upon the 

institution an order to cease and desist fro• any such 

practice or violation. 8y provisions which •ay be •andatory 

or otherwise. the order •ay require the institution and Its 

board .. eberst officers, eeployeest and agents to cease and 

desist froa such practice or violation and to take 

affir~atlve action to correct the conditions resulti"9 fro• 

any such practice or violation. 

(3) A cease and desist order beco .. s effective at the 

e•piration of ~ ~ days after thq service of the order upon 

the institution. except In the case of an order Issued upon 

consent which is affective at the ti .. specified therein• 

and reaains effective and enforceable as provided therein• 

e•cept to the ••tent it Is stayedo eodifiedt ter•inatedo or 

set aside by the action of the director or a reviewing 

court. 
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Section 3• lnfor•al conferences u. for 

application. (1) Within 15 days after service of the notice 

of charges, either the,instltution or department ~ay request 

an inforaal conference to discuss the charges and the 

possible disposition of the• without a formal hearing 

process. The conference shall be carried out in accordance 

with the provisions of 2-4-603. Upon a proper showing, the 

director In his discretion •ay withdraw charges and 

proceedings for a cease and desist order. 

Section ~. Te•porary cease and desist order -- grounds 

for issuance-- effective date -- Injunctive relief. {1) 

Whenever the director deterelnes that any violation or 

threatened violation or any unsafe or 

specified In the notice of charges 

Institution pursuant to [section 2(1)] or 

thereof is likely to cause insolvency 

unsound practice 

served upon the 

the continuation 

or substantial 

dissipation of assets or earnings of the institution or 

likely to otherwise seriously prejudice the interests of its 

depositorsw the director •ay issue a te•porary order 

requiring the Institution to cease and desist from such 

violation or practice. SucH ORDER SHALL CDHlA!H_A STATE"~ 

OF THE FACTS CONSTITUTING THE ALLEGED VIOLAIICH_DR_u~fE_QR 

UNSOUND PBACIICf. The order is effective upon service upon 

the institution and unless set asideo limited, or suspended 

by a court in proceedings authorized by subsection {,. of 
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this section re~ains effective and enforceable until the 

coapletion of the ad•inistrative proceedings pursuant to 

such notice of charges, until the director dls~lsses the 

charges specified in the noticew or until a cease and desist 

order Mhich is Issued against the institution after the 

hearing becoaes effective. 

(2) Within 10 days after the Institution has been 

served with a teaporary cease and desist order, the 

institution .ay apply to the district court for the county 

in which the ha.e office of the Institution is located for 

an injunction setting asideo 

enforce•entw operationo or 

1 1•1 tingo or 

effectiveness 

suspending the 

of the order 

pending the co•pletlon of the ad•lnistrative proc .. dlngs 

held pursuant to the notice of charges served upon the 

institution under [section 2(1)]• The court has jurisdiction 

to issue the injunction. 

Section 5. Notice of Intention to re-ave board •eaber 

or officer or to prohibit participation-- suspension. (1) 

Th~ director ~y serv~ upon a board .. ~er or officer of an 

institution a written notice of Intention to re•ove hi• fro• 

officew-~fteneveP-+n-~he-o~+n+eft-of WHENEVER the director tlAS 

REASONABLE tAUSE TO BELIEVE: 

(a) the board -.Mber or officer has: 

Iii co-itted any violation of 1 aw lNVDLVlN(i 

DISHONES!l-DR BREAtH OF IRUSI; 
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(II) violated a cease and desist order which has beco•e 

final; 

(iii) engaged or participated in any unsafe or unsound 

practice In connection Mith the Institution; or 

(iv) c-itted or engaged in any actw 011issionw or 

practice Mhich constitutes a breach of his fiduciary duty as 

a board .. eber or officer of the Institution; and 

(b) the Institution has suffered or will probably 

.suffer substantial financial loss or other daaege or the 

Interest of its depositors could be seriously prejudiced by 

reason of the violation, practice, or breach of fiduciary 

duty IMVQLYING PE!SQHAL DISHONESTY ON THE PART Qf SUCH IQABD 

8£88EB QB OFFICER. 

(2) Whenever In the opinion of the director any board 

.. eber or officer of an institution haso by conduct or 

practice with respect to another Institution or business 

organization which has resulted in substantial fin.ncial 

loss or other da•age to that Institution or business 

organ I zati ono evidenced his personal disability and 

unfitness to continue as a board aeaber or officer of the 

institution, and whenever +n-the-op+n+on-of the director HAS 

REASONABLE tAUif__ TO BELIEVE THAI an~ other person 

participating In the conduct of the affaln of an 

institution hasw by conduct or practice with respect to such 

institution, :~not her institution, or other business 
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organization vhl'h has resulted In substantial financial 

loss or other daaage to the institution or business 

organization. evidenced his personal disability and 

unfitness to participate in the condu't of the affairs of 

such Institution. the director aay serve upon the board 

eeaber• officero or other person a written notice of 

intention to re-ave such person froM office or to prohibit 

his further participation in any .. nner In the conduct of 

the affairs of the institution. 

(31 A notice of inte~tlon to reaove a board aeabero 

officer. or other person fro. office or to prohibit his 

participation in the conduct of the affairs of an 

institution shall contain a state .. nt of the facts 

constituting grounds therefor. and. shall fix a tlae and 

place at which a hearing will be held thereon. The hearing 

shall be held not earlier than 30 days or later than 60 days 

after the date of service of the notice, unless an earlier 

or later date Is set by the director at the request of the 

board ae~r. officer. or other person and for good cause 

shown. 

f"'l Unless the board .eabero officer, or other person 

appears at the hearing In person or by a duly authorized 

representative. he shall be considered to have consented to 

the issuance of an order of reaoval or prohibition. In the 

event of consent or If upon the record aade at the hearing 
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the director finds that any of the grounds specified in the 

notice have been established at_THE PBEe~RAHtE-af_IHf 

EVIDENCEo the director aay Issue such orders of suspension. 

reaoval fro• office• or prohibition from participation in 

the conduct of the affairs of the institution as he 

considers appropriate. The order becoaes effective 30 days 

after ~ervice upon the institution and the board me~bero 

officer• or other person concerned. except in the case of an 

order issued upon consent ~hich becoaes effective at the 

tlae specified therein. The order reaains effective and 

enforceable until It is stayedo aodifiedo terminated, or set 

aside by action of the director or a reviewing court. 

Section 6. lnforaal conferences tiMe for 

application. Within 15 days after service of the notice of 

charges. either the board aeabero offlcero or other person 

.. y request an inforaal 'onference to discuss the charges 

and the possible disposition of thea without formal hearinr 

process. The conference shall be carried out in accordance 

~lth the provisions of z-~-603· Upon a proper sho~ing the 

director in his discretion may withdra~ 

proceedings for a cease and desist order. 

charges and 

Section T. Suspension or prohibition effective upon 

service stay. Clt With respect to any board aember or 

officer of an institution or any other person to whom notice 

is sent pursuant to (section 5]• if the director consi~'rs 
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it necessary for the protection of the Institution or the 

interests of its depositors that the board .aMbero officer, 

or other person be suspended froa office or prohibited fro. 

further participation in any aanner in the conduct of the 

affairs of the instltutlono the director aay serve upon such 

board aeabero officero or other person a written notice 

suspending hie froa office or prohibitin3 hia froa further 

participation in any eanner In the conduct of the affairs of 

the institution. THE NOTICE SHALL CQNTAIN A STATEMENT QF 

!Hf_~CONSTITUTING GROUNDS FQR THE ORDER AND SHALL FI! A 

TIMEt NQI LATER THAN 10 DAYS FRQM THE DATE QF THE SERviCE Qf 

I~E NOTICE, AI WHICH A HEARING MILL DE HELD TQ 6FFQRD THE 

BQARD MEMBER QR OEFitER THE QPPQBTUNlTX IQ 8ESPONQ. The 

suspension or prohibition is effective upon service of the 

notice and unless stayed by a court In proceedings 

authorized by subsection 121 of this section shall r .. aln In 

effect until the coepletlon of the adainlstratlve 

proceedings pursuant to the notice served under {section It]• 

until such tiee as the director dlsalsses the charges 

specified In such notice, or until the order of re~oval or 

prohibition which is issued against the board ee•bero 

officer, or other person becoaes effective. Copies of the 

notice shall also be served upon the institution of which 

the person is a director or officer or In the conduct of 

whose affairs he has participated. 
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(2) Within 10 days after ....,.--e_d-_ _.,...._..,f'i-eery-­

~ft8r-per9eft-~~-been-~e•peftded-f'ro.--off'+ee--or--preh+b+~ed 

froe--per~+e+pe~+on--+n--~he--eondee~--••--~he-eff'e+r•-of-aft 

+ns~+~.tieft-eftder THE HEARING papyiQED EQB I! subsection (1) 

of thl s section. the board aetlbar• officer• ·or other person 

aay apply to the district court for the county In Mhich the 

h ... office of the Institution Is located for a stay of the 

suspension or prohibition pending the coapletion of the 

.ad•lnlstrative proc .. dings pursuant to the notice served 

upon the board eeaber. officer. or other person under 

[section It]. The court has jurisdiction to stay the 

suspension or prohibition. 

Section a. Felony charges -- suspension or 

prohibition. (1) Whenever any board aeaber or officer of an 

institution or other parson participating In the conduct of 

the affairs of an Institution is charged In any lnforeationo 

indictaento varranto or coaplalnt authorized by a county. 

stateo or federal authority vith the coaalssion of or 

participation in a felony involvln9 eMbeer+e~y QI$HQNESIY 

as breach of trust. or--•+~+er--er+ae. the director by 

written notice served upon the board .aabero officer, or 

other person aay suspend hla froa office or prohibit hie 

fro• further participation in any aanner in the conduct of 

the affairs of the institution. Suspension Is effective upon 

service upon the Individual. THE NQIICE SHALL tQNT!lti-_A 
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STAIEMENJ Of THE fACTS CONSTITUTIN& G@QUNDS FQB THE QBQE8 

AND SHALL FIX A PLACE ANQ TIMEt NQT LATER THAN 10 DAIS ~ 

IH£ QATE DE IH£ NOiltE• AT HHJtU A UEARIN& MILL BE UELO TO 

AffQBD THE BQABQ H£MBEB DR OFFICER TUE QPPQBTUNIIY IO 

&ESPOHQ8 A copy of the notice shall also be served upon the 

institution. The suspension or prohibition re•ains in effect 

until the infor•ationo lndlct.ant, warranto or coeplalnt Is 

finally disposed of or until tereinated by the director. 

(2J Within 10 days after eny-boerd-~•-eff+ee~y-e~ 

_.~e~--~~on--hee--eeen-..-peft~f~ .. -eff+ee-ep-pr~~+~d 

~~..-t-oft-In ~l'le -een4we~--..-1he--effe+re--ef'--eft 

+ttnH•~·- _.... IU£ ttfAIINfi PIOVIDEQ FQB 1M subsection (It 

of this section• the board .. .oero officer, or other person 

.ay apply to the district court fo~ the county In which the 

ha.e office of the institution is located for a stay·of the 

suspension or prohlblt4on pending the co•pletlon of the 

cr l•i nal proc .. dings Initiated by the infor•atlon, 

indict .. nto warrant or coeplaint. The court has jurisdiction 

to stay t~ suspension or prohibition. 

(3) If a judg•ent of conviction with respect to the 

offense is entered against the board .. .a.ro officero or 

other person and at such tl .. as the judgaent Is not subject 

to further appellate review, the director •ay issue and 

serve upon the board •e~ero officer, or other person an 

order re.oving hi• froe office or prohibiting hie fro• 
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further participation in any .anner in the conduct of the 

affairs of the Institution except ~ith the consent of the 

director. A copy of the order shall also be ~erved upon the 

institution• whereupon the board member or officer shall 

cease to be a board •e~er or officer of the institution. A 

finding of not guilty or other disposition of the charge 

does not preclude the director fro• thereafter instituting 

proceedln9s to suspend or re.ove the board •e•bero officer, 

or other person fro• office or to prohibit further 

participation in the affairs of the institution pursuant to 

[sections 5 or 6]• 

Section 9. Board of directors lack of quoru• --

te~orary board .. ebers. Jf at any tiee because of the 

suspension or re.oval of one or .are board members pursuant 

to [sections 1 through 13] the board of directors of an 

Institution has less than a quorue of board me•bers not so 

suspended or re•ovedo all powers and functions vested in or 

exercisable by the board shall vest in and be exercisable by 

the board ..-bers not so suspended or reeoved until such 

ti .. as there is a quoru• of the board members. If all of 

the board eeebers have been suspended or removed, the 

director shall appoint persons to serve temporarily as board 

ee•berso pending the ter•inatlon of the suspensions or 

re•ovals or until such ti .. as their successors are duly 

elected and take office. 
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Section 10. Hearings deci slon review, 

.odificationo ter•ination or stay of orders. (lt Any hearing 

provided for in {sections 1 through 13) shall be conducted 

in accordance with the provisions of the Montana 

Ad•inlstratlve Procedure Act. The hearing shall be private 

unless the director• after fully considering the views of 

the party afforded the hearlngo deterelnes that a public 

hearin~ is necessary to protect the public Interest. After 

the hearing and within 90 days after the director has 

notified the parties that the case has been sub•ltted to hi• 

for final decisiono he shall render his decisiono which 

shall include findings of fact upon which his decision Is 

predicated, and shall issue and serve upon each party to the 

proceeding an order consistent with the provisions of this 

section. 

(2J Any party to the hearing or any person required by 

an order issued under [sections 1 through 13} to cease and 

desist from any of the violations or practices stated 

therein or any person suspended, re.avedo or prohibited fro• 

participation in the conduct of the affairs of an 

institution .ay obtain a review of any ordero other than a 

consent order, which review shall be pursuant to the Montana 

Administrative Procedure let. Unless a petition for review 

is timely filed as provided in the Montana Adeinistratlve 

Procedure Acto the director, at any tl.e, upon such notice 
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and in such .. nner as he considers proper, .ay eodifyo 

ter•inateo or set aside the order. Upon the tl.ely filing o' 

a petition for reviewo the director •ay .adlfyo tereinateo 

or set aside the order with the per•lsslon of the court. 

section 11. Enforc..-nt of notices or orders. The 

director eay apply to the district court of the county In 

which the ha.e office of the Institution 15 located or to 

the district court for Lewis and Clark County 'or the 

.enforce .. nt of any effective and outstanding notice or order 

Issued under [sections 1 through 13). The court has 

jurisdiction to require coapliance therewith. 

Section 12• VIolation of notice or final order 

penalties. Any present or foraer bOard ..-ber or officer of 

- I nstl tutl on or any other person agal nst wh- there Is 

outstanding and effective any notice or final order served 

upon the board .. &bar• officer• or other person pursuant to 

[sections 6 ~· 1. or 8) Mho participates In any aanner In 

the conduct of the affairs of such Institution; directly or 

Indirectly solicits. procureso transfers• or atteepts to 

tran$fer votes or atteepts to vote any proxies, consents. or 

dUthorizations in respect to any voting rights in such 

institution; or without the prior written approval of the 

director. votes for a board ..-bar or serves as a board 

meabQr• officer, or eeployee of such institution is guilty 

of a eisde .. anor and eay be fined not aore than Sl.OOO or 
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1 l..,risoned for n!K -re than 6 -nth$• or both. 

2 

3 

Section 13. tease and desist orders aanner of 

service copies to federal authorities. Any service 

it required or authorized to be adde by the director pursuant 

S to (sections 1 throu9h 13) SHALL BE_~AQE UPQH INDIVIDUAL 

6 BQARD MEMBER$ ANQ OFFICERS BY PERSQNAL SERYit£ AND eay be 

T eade UPQM IN$TITUTIQN$ by re9istered or certified eail or in 

8 such other .. nner reasonably calculated to give ectual 

9 notice as the director by rule or otherwise eay provide. 

10 toples of any notice or order $erved by the director 

11 pur~uant to the provisions of [sections 1 through 13) upon 

12 any Institution or any board eeeber or officer thereof or 

13 other person partlclpatin9 in the conduct of Its affairs eay 

14 also be sent to the appropri.te federal supervisory 

15 authorities. 

-End-
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SENATE BILL No. 84 

INTRODUCED BY BLAYLOCK 

BY REQUEST OF THE DEPARTMENT OF BUSINESS REGULATION 

A BILL FOR AN ACT ENTITLED: •AN ACT ESTABLISHING PROCEDURES 

FOR ISSUANCE OF ORDERS AND REMOVAL OF BOARD MEMBERS OR 

OFFICERS OF FINANCIAL INSTITUTIONS IN THE EVENT OF VIOLATION 

OF A LAW OR UNSAFE PRACTICES; PROVIDING FOR INFORMAL 

DISPOSITION; AND PROVIDING PENALTIES.• 

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

Section 1. Definitions. For purposes of (sections l 

through 13)• the following definitions shall apply: 

(1) "Cease and desist order which has beco .. final• 

and •order which has bee~ final• .. an a cease ~nd desist 

order or an order issued by the director with the consent of 

the institution or the board eeebero officer• or other 

person concerned• with respect to which no tl .. ly petition 

for review of the action of the director has been filed in a 

district court as specified in subsection (2) of [section 6] 

or with respect to which the action of the court in which a 

petition for review has been filed is not subject to further 

review by the courts of the state. 

(2) •oirector• eeans the director of the department of 

business regulation. 
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{3) •Institution• eeans a co.aerclal bank• savings 

bank• trust coepany, or lnvest .. nt co~any chartered under 

Title 32o c~ter 1• MtAe 

(41 •Violation• Includes without ll•ltation any 

action• atone -or with otherso causing• counseling, aiding. 

or abetting a violation. 

(5) •Board -eber• .. ans a -.-bar of the board of 

directors of the institution. 

Section 2• Notice of charges -- hearing -- cease and 

desht order -- effective dete. CU If +tt1he-ep+n+-ef'-ttte 

d+ree~e~-en,-+n.-+~~+en-+.-eft9e,+ft9-er-hes-eft98~-~ the 

director has reasonable cause to believe that ~he &Ml 

Institution is to engage 

In an unsafe or unsound practice in conducting the business 

of such Institution or is violating. has violated• or ~ 

d+ree-.r--h .. --... ~~e--e .. se---.. ---be++e¥e---~---•~ 

+n~+~+en is about to violate a law or rule, the director 

aay issue and serve upon the Institution a notice of charges 

In respect thereof. The notice shall contain a stateeent of 

the facts constituting the alleged unsafe or unsound 

practice or violation and shall fix a ti•e and place at 

which a hearing will be held to deterMine whether an order 

to cease and desist therefro• should Issue against tbe 

institution. 

(2) The hearing •ay not be earlier than 30 days or 
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later than 60 days after service of the notice unless an 

earlier or a later date is set by the director at the 

request of the institution. Unless the institution ~ppears 

at the hearing by a duly authorized representative, it shall 

be considered to have consented to the issuance of the cease 

and desist order. In the event of such consent or if upon 

the record aade at any such hearing the director finds that 

any unsafe or unsound practice or violation specified In the 

notice of charges has been established DI-ltif_fBIPONQEBANtE 

OF Ttif EVIO&MGE• the director •ay issue and serve upon the 

institution an order to cease and desist froe any such 

pr~tlce or violation. By provisions which •ay be .. ndatory 

or othervlseo the order •ay require the Institution and Its 

board .. ~erso officers. e.ployee~· and agents to cease and 

desist fro• such pr~tlce or violation and to 

affireative action to correct the conditions resulting 

any such practice or violation. 

take 

fro• 

(3) l cease and desist order beco .. s effective at the 

expiration of 3e ~days after the service of the order upon 

the institution, except in the case of an order Issued upon 

consent which is effective at the ti~e specified therein• 

and reeains effective and enforceable as provided therelno 

except to the extent it is stayed, eodifiedo tereinated, or 

set aside by the action of the director or a reviewing 

court. 
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Section 3. Inforeal conferences t i IIH! for 

application. (1) Within 15 days after service of the notice 

of charges, either the institution or department may request 

an inforeal conference to discuss the charges and the 

possible dlsposl~ion of the• without a foreal hearing 

process• The conference shall be carried out in accordance 

with the provisions of 2-lt-603. Upon a proper showing. the 

director in his discretion •ay withdraw charges and 

proceedinqs for a cease and desist order. 

Section ~. Teeporary cease and desist order -- grounds 

for issuance effective da~e injunctive relief. Ill 

Whenever ~he director deteraines that any violation or 

threatened viola~lon or any unsafe or unsound practice 

specified in ~he notice of charges served upon the 

institution pursuant to (section Ztll) or the continuation 

thereof is likely to causa insolvency or substantial 

dissipation of assets or earnings of the institution or is 

likely to otherwise seriously prejudice the interests of its 

depositors, the director aay issue a teeporary order 

requiring the institution to cease and desist from such 

vi o l at i on or p r act i ce • S.llfJL~BDf!Liti!L.L-tlHIIAlfLA~IAI.f11Eifi 

Of THE FACIS COHSTUUllfllli THE 6LLEiifQ-Uia6.ll.lli:L.llLi.!Hllf.LLlB 

~D--!BAbTICEa The order is effective upon service upon 

the institution and unless set asideo liaitedo or suspended 

by a court in proceedings authorized by subsection 12) of 

-~- SB 81t 
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this section remains effective and enforceable until the 

completion of the administrative proceedings pursuant to 

such notice of charges, until the director diseisses the 

charges specified in the notice, or until a cease and desist 

order which is issued against the institution after the 

hearing beco .. s effective. 

(2) Within 10 days after the institution has been 

served with a te•porary cease and desist order. the 

institution .ay apply to the district court for the county 

in which the ho•e office of the Institution is located for 

an injunction setting aside, li•iting, or suspending the 

enforcement, operation. or effectiveness of the order 

pending the coepletion of the ad•inistrative proceedings 

held pursuant to the notice of charges served upon the 

institution under [section 2(1)]• The court has jurisdiction 

to issue the injunction. 

Section 5. Notice of intention to reeove board eember 

or officer or to prohibit participation -- suspension. (l) 

The director may serve upon a board eeaber or officer of an 

institution a written notice of intention to re~ove him fro• 

officew-WhefteYe~-+ft-~he-opfn+on-ef WHENEVER the director ~ 

&fAS!lliABUJ.AUll.JD BEL I EyE: 

(a) the board •e•ber or officer has: 

(i) co••itted any violation of 

IU.S.l:llltlfllL!lB-BB~I:Lllf_IRUli; 
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(ii) violated a cease and desist order which has beco .. 

final; 

(iii) engaged or participated in any unsafe or unsound 

practice in connection with the institution; or 

( IY) c-itted or engaged In any act. 08isslon, or 

practice which constitutes a breach of his fiduciary duty as 

a board ee~er or officer of the Institution; and 

{b) the institution has suffered or will probably 

suffer substantial fin.nclal loss or other d .. age or the 

interest of its depositors could be seriously prejudiced by 

reason of the violation. practice. or breach of fiduciary 

duty l~lli_PEBSQN&L Ql~UQNESIY QN THf PARI Of SUCH jiOIBD 

aEaa£& DR DEFJCER. 

CZJ Whenever in the opinion of the director any board 

~eber or officer of an institution has. by conduct or 

practice with respect to another institution or bUsiness 

organization which has resulted in substantial financial 

loss or other daeage to that institution or business 

organization, evidenced his personal dlsabll ity and 

unfitness to continue as a board •ember or officer of the 

institution. and whenever fn-~he-op+nfeft-ef the director HAS 

&f&iQtiA!iLE CAUSE ID BELI~~---IHAI any other person 

participating in the conduct of the affairs of an 

institution haso by conduct or practice with respect to such 

institution. another institution, or other business 

-b- S8 84 

• 1" 



"" 

1 

2 

l 

~ 

s 

6 

7 

8 

9 

10 

11 

12' 

13 

1~ 

15 

16 

11 

18 

19 

zo 

21 

zz 

Z3 

2~ 

25 

SB 0084t/Ol 

organization which ~s resulted in substantial financial 

loss o~ other damage to the institution or business 

organization. evidenced his personal disability and 

unfitness to participate in the conduct of the affairs of 

such lnstitu~ion• the director eay serve upon the board 

.. ~er• officer, or other person a written notice of 

intention to remove such person fro• office or to prohibit 

his further participation In any eanner in the conduct of 

the affairs of the institution. 

(3) A notice of Intention to remove a board eeeber, 

officer. or other person fro• office or to prohibit his 

participation in the conduct of the affairs of an 

institution shall contain a stateeent of the facts 

constituting grounds therefor• and. shalt fix a tiee and 

place at which a hearing witl be held thereon. The hearing 

shall be held not earlier than 30 days or later than 60 days 

after the date of service of the notice. unless an earlier 

or later date Is set by the dtrector at the request of the 

board .. eber. officer. or other person and for good cause 

shown. 

I~) Unless the board aeeber, officer, or other person 

appears at the hearing In person or by a duly authorized 

representative, he shall be considered to have consented to 

the issuance of an order of reeoval or prohibition. In the 

event of consent or if upon the record eade at the hearinq 
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the director finds that any of the grounds specified in the 

notice have been established BY THE PBEPQNDE&Atitf_QE_Jtif 

~1~~. the director eay issue such orders of suspension. 

reeoval fro• office, or prohibition from participation in 

the conduct of the affairs of the institution as he 

considers appropriate. The order becomes effective 30 days 

after service upon the institution and the board ~ember, 

officer• or other person concerned, except in the case of an 

order issued upon consent which becoees effective at the 

ti .. specified therein. The order re~ains effective and 

enforceable until it Is stayed. eodified. ter~inated, or set 

aside by action of the director or a reviewing court. 

Section 6. Infor•al conferences tiee for 

.,plication. Within 15 days after service of the notice of 

charges. either the board ee•ber, officer. or other person 

.. y request an lnfor .. l conference to discuss the charges 

and the possible disposition of thee without for•al hearing 

process. The conference shall be carried out in accordance 

with the provisions of Z-4-603• Upon a proper showing the 

director in his discretion eay withdraw 

proceedings for a cease and desist order. 

charges and 

Section 7. Suspension or prohibition effective upon 

ser.,ice stay. Cl) With respect to any board eeeber or 

officer of an institution or any other person to whoe notice 

is sent pursuant to [section 5}• if the director considers 
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it necessary for the protection of the institution or the 

interests of its depositors that the board .e•bero officer. 

or other person be suspended fro. office or prohibited fro• 

further participation in any aanner in the conduct of the 

affairs of the institution, the director •ay serve upon such 

board .eabero officer, or other person a written notice 

suspending hia fro• office or prohibiting hi• fro• further 

participation in any •anner In the conduct of the affairs of 

the institution. !~ICE SHALL 'QNTtlN__A__iTATEMENT Qf 

!Hf-fl'!i_~IIJUIING GIQUNDS FQR THE QIQeB ANQ $HALL Ell A 

IL!E1 NOT LAleB IHA~~BQM THe QATE Of IUe SEIYI'e OF 

!Hf-_801~--Al VUI'U A ueaRIHG WILL BE HELD IO AffDBD-IHf 

aQA&Q ~EMBER QB OFEI£ER IUe OPPQITUNIIJ lo ReSPoND. The 

suspension or prohibition is effective upon service of the 

notice and unless stayed by a court in proceedings 

authorized by subsection (2) of this section shalt reaain in 

effect until the co•pletion of the ad•inistrative 

proceedings pursuant to the notice served under [section 4]• 

until such tiae as the director dls•isses the charges 

specified in such notice, or until the order of removal or 

prohibition which is issued against the board aeaber• 

officer, or other person beco .. s effective. Copies of the 

notice shall also be served upon the institution of which 

the person is a director or officer or in the conduct of 

whose affairs he has participated. 
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(2) Within 10 days after eny-b&er~-... -.rw-eff+eerw-er 

et~er-per~en-~•~-bee~~~eee-fre---~--er--pr~+b+ted 

fr .. --pertTe+pet+on--+n--t~--eendeet--ef--tfte-effe+r~-of-en 

+nst+tat+en-an~er Itif_Hf!BIN& eaqyioeo FQ! •• subsection (11 

of this sectiono the ~rd ..aber• officer• or other person 

.. y apply to the district court for the county in which the 

ho .. office of the institution Is located for a stay of the 

suspension or prohibition pending the coaptation of the 

ad•lnistratlve proceedings pursuant to the notice served 

upon the board aeaber. officer• or other person under 

{section ~]. The court has jurisdiction to stay the 

suspension or prohibition. 

Section 8. Felony charges suspension or 

prohibition. (ll ~henever any board eeaber or officer of an 

institution or other person participating In the conduct of 

the affairs of an institution is charged in any infor•ation• 

in~ictaent. warranto or coeplalnt authorized by a county. 

state. or federal authority with the coaaission of or 

participation in a felony Involving e.-eer+eaen~w DISHQNESIX 

OR br~ach of trust• er--~~·~+or-~er+ae• the director by 

writt~n notice served upon the board aeebero officer, or 

other person aay suspend hi• froe office or prohibit hia 

fro• further participation in any aanner in the conduct of 

the affairs of the institution. Suspension is effective upon 

service upon the individual. !HE NQII'E $HALL 'ONIAlH__A 
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SJATE!~NI Of _IHf_ FA,I$ 'DNSTITUTING GRQUNQi_fQR THE D&Q£& 

AKQ_StiALL-fli_A_fljC.E AND llftEa NOT LATER THAN lQ Q&X1__£RQ! 

li:IL-ilAll-~LIJiLHOIIC. E I ALiiltfllJLA HEARING WU.LIE-.HfJ.D-IJJ 

AffQ&Q_ItiL BOARD _!!f.t!H&_DL DEEltER THE -'lfeWU:UlUU __ lll 

~Qa A copy of the notice shall also be se~ved upon the 

institution. The suspension o~ p~ohibltion ~~•ains In effect 

until the info~eation, lndicteento warrant. or c~plaint is 

finally disposed of or until tar•lnated by the di~ector. 

(2) Within 10 days after ony-~oerd-... -.py-off+eery-or 

otheP--per,on--~••--been-saspended-fr.--~f+ee-or-pr~+h+ted 

fr..-pert+e+pet+on-+n-the--e~t--of--the--effe+~--of--en 

+n,btttt+--ander IKE HEAIIWi p&gytDED fQB IN subsect.i on ( 1) 

of this section• the board ... bert offlcero or other person 

.ay apply to the district court for the county In which the 

ha.e office of the institution Is located for a stay of the 

suspen,ion or prohibition pending the co•pletion of the 

cri•inal proceedings Initiated by the infor-tlono 

indlct .. nt• Marrant or coeptelnt. The court has jurisdiction 

to stay the suspension or prohibition. 

(3) If a judg•ent of conviction with respect to the 

offense is entered against the board .eebero office~. o~ 

other person and at such tl .. as the judgeent is not subject 

to further aPPellate review, the di~ector eay issue and 

se~ve upon the board ee.Oe~, officer, or other pe~son an 

o~der reeoving hie fro• office or prohibiting him fro• 
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furthe~ participation In any •anner in the conduct of the 

affairs of the Institution except with the consent of the 

directo~. A copy of the order shall also be served upon the 

institution, whereupon the board meeber or office~ shall 

cease to be a board eeeber or officer of the institution. A 

finding of not guilty or other disposition of the charge 

does not preclude the director fro• thereafter institutinq 

proceedlnqs to suspend or re-ave the board me•ber, officer, 

or other person froe office or to prohibit further 

participation in the affairs of the institution pursuant to 

(sections 5 or 6). 

Section 9. Board of directors -- lack of quorum -­

te~orary board ... be~s. If at any ti•e because of the 

suspension or re~val of one o~ .a~• board ... bers pursuant 

to [sections 1 through 13) the board of directors of an 

Institution has less than a quoru• of boa~d meebers not so 

suspended or re.ovedo all powers and functions vested in or 

exercisable by the board shall vest in and be exercisable by 

the boa~d ... bars not so suspended or removed until such 

ti .. as there is a quoru. of the board meebers. If all of 

the board .. •bers have been suspended or removed. the 

director shall appoint persons to serve teeporarily as board 

.. ~ers. pending the ter•lnation of the suspensions or 

re.avals or until such ti .. as their successors are duly 

elected and take office. 
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Section 10. Hearings deci~ion revie•,. 

modification. termination or stay of orders. llt Any hearing 

provided for In [sections 1 through 13) shall be conducted 

in accordance 

Adainlstrative 

with the 

Procedure 

provisions of the Montana 

Act. The hearing shall be private 

unless the director, after fully considering the views of 

the party afforded the hearing, detereines that a public 

hearing is necessary to protect the public interest. After 

the hearing and within 90 days after the director has 

notified the parties that the case has been su~ltted to hie 

for final decisiono he shall render his decision, which 

shall include findings of fact upon which his decision Is 

predicatedr and shall issue and serve upon each party to the 

proceeding an order consistent with the provisions of this 

section. 

12) Any party to the hearing or any person required by 

an order issued under [sections 1 through 13) to cease and 

desist from any of the violations or practices stated 

therein or any person suspendedo reeovedo or prohibited fro• 

participation in the conduct of the affairs of an 

institution •ay obtain a review of any ordero other than a 

consent ordero which review shall be pursuant to the Montana 

Administrative Procedure Act. Unless a petition for review 

is timely filed as provided in the Montana Administrative 

Procedure Acto the director, at any tl•e• upon such notice 
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and in such eanner as he considers propero eay eodifyt 

tereinateo or set aside the order. Upon the timely filing of 

a petition for reviewo the director •ay eodifyo ter•inateo 

or set aside the order with the perelssion of the court. 

Section 11. Enforceeent of notices or orders. The 

director eay apply to the district court of the county in 

which the home office of the institution is located or to 

the district court for Lewis and Cl&rk County for the 

enforce .. nt of any effective and outstanding notice or order 

Issued under [sections 1 through lJ). The court hAs 

jurisdiction to require compliance therewith. 

Section 12. VIolation of notice or final order 

pen&lties. Any present or foraer board eeaber or officer of 

an institution or any other person against whoa there Is 

outstanding and effective any notice or final order served 

upon the board .. abero officer, or other person pursuant to 

[sections b ~· 1. or 8) who participates in any aanner in 

the conduct of the affairs of such institution; directly or 

indirectly solicits. procures, transfers, or atteepts to 

tr4nsfer votes or atteapts to vote any proxies, consents, or 

authorizations in respect to any voting rights in such 

institution; or without the prior written approval of the 

director. votes for a board ~eftber or serves as a board 

aeebero officer, or employee of such institution is guilty 

of a eisde.aanor and eay be fined not eore than lloOOO or 
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1 iaprisoned for not .ore th.n 6 wonthsw or both. 

2 Section 13. Cease and desist orders eanner of 

l service -- copies to federal authoYities. Any service 

4 required or authorized to be •ade by the director pursuant 

5 to {sections 1 through 1)) SHALL BE ~Aa£-UPDH lNDIVlQU&L 

6 BOABQ MEMBER$ AND Offl,fB$ BX Pf8$0NAL SfBVICE ANQ •ay be 

1 eade UPON 18$IliUTIQN$ by registered or certified eail or in 

8 such other eanner reasonably calculated to give actual 

9 notice as the director by rule or other~ise eay provide. 

10 Copies of .ny notice or order served by the director 

11 pursuant to the provisions of [sections 1 through ll] upon 

12 any Institution or any board ... bar or officer thereof or 

ll other person participating in the conduct of Its affairs •ay 

14 also be sent to the appropriate federal supervisory 

15 authorities. 

-End-
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