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INTRODUCED BY 

BY REQUEST OF THE CODE COMMISSIONER 

A Bill FOR AN ACT ENTITLED: •AN ACT TO GE~ERAllY REVISE AND 

CLARIFY THE LAW RELATING TO FINANCIAL INSTITUTIONS; ANENDING 

SECTIONS 32-J-~Z~t 32-l-~6~, 3Z-l-~6Se 32-l-506t 32-1-53~, 

3Z-Z-~06t AND 3l-3-6llt NCA.• 

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

Section 1• Section 32-1-~2~, HCA, Is a-ended to read: 

•32-1-~z~. Invest .. nts of financial Institutions. (1) 

Trust and investaent co~anles •ay lease, purchase, holdo 

and convey all ..eh real or personal property es--.ey--&e 

necessary to carry on their authorized business• as well as 

such real or personal property as the board of directors M&y 

dee8 cgosid8rs necessary to acquire in the enforce-ant or 

settle.snt of any clai•s or deaands arising out of business 

transactions and eay execute and issue, In the transaction 

of their business, all necessary receipts, certlficat~s. an~ 

contracts. 

(2) The board of director~ of any such corporation ~ 

e•thor+ted-to a&¥ invest the capital and 8ssets of ~e+e LQe 

corporation and keep the sa•e invested In securities to be 

approved by the boardo and +t-~ftft+t-be-+ewfa+-~ the board 
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~ 84¥ aake such InvestMents of its capital and assets and 

of the funds accuaulated by its business, including Money, 

deposits, or any part thereof, in negotiable or 

nonnegotiable notes or bonds, •ortgages on unencu•bered real 

estate• stocks and bonds of corporationso or bonds an~ 

warrants of any countyo city, towne or school district of 

this state or any other state of the United States legally 

authorized to issue the saae, or bonds or obligations of th~ 

UnitP.d States. 

(3) Notwithstanding other provisions of the law, it 

~he'1 be i5 lawful for ftft7 4 bank• trust co•pany, investMent 

coapany end QL other financial +ft~+~~ jnstjtytjon 

operating under the laws of this state to invest the funds 

or~~ in ~he+r ~custody or possession, eligible 

for lnvestaent, +ft--bonds-~--the---Hoae---~s&--~e~ 

~~peretioft~ In debentures issued by the federal housinq 

ad•lnlstrator• and In obligations of Net+ene+--Mer~~e~ 

Assoe+~ national eortgage assoc!atjons.• 

Section z. Section 3Z-1-~6~o MCAo is a•ended to read: 

•32:-l-461t. Fraud by director. officer. or employee. A 

director, officero agent, or e•ployee of a bank is quilty of 

a felony who if that persoo: 

(1) knowingly receives or possesses hi•self of any of 

its property, otherwise than in pay•ent for a just deaando 

and with Intent to defraud: 
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(at o•its to make or to c~use or direct to b~ ~ade ~ 

full and true entry of it in its books and account; or 

(bt concurs in oMitting to make any ~Jt£rial entry 

thereof; 

(2) knowingly concurs in •aklng or publishing any 

written reporto exhibit• or state~nt of its affairs or 

pecuniary condition containing any materidl state~en~ whic~ 

is false; or 

(3) having the custody or control of its books• 

willfully refuses or neglects to make a proper entry in the 

books of that corporation as required by law, to exhibit 

the•• or allow thea to be inspected and extracts to be taken 

from them by the department.• 

Section 3· Section 3Z-l-lt65t KCAt is a~ended to read: 

•3Z-l-lt65. Overdraft by officer or eeploye" 

receiving personal profit fro• loan. •ftY AD officero 

directort agento teller, clerk, or eMployee of 8"7 ~ bank is 

guilty of a •isdeeeanor wheft-se~ if that person ef~~r: 

(1) knowingly overdraws his account with such bank and 

thereby obtains the .oney, notes. or funds of any such bank; 

or 

(Z) 

receiv~ 

asks 

any 

or receivesy 

coa•ission, 

or 

'""' 
consents or '3gr~s to 

pre•iu• on insurance, 

emoluMent• gratuity, or reward, or-~ •oneyo property, or 

thing of value for his own personal benefit or sf personal 
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,>dvanta-:;e for procurinq or endeavoring to procure tor ,~ny 

person, fir•• or corporation any loan fro• or the purchase 

or ~iscount of any pdpero note• draft• checko or bill of 

exchange by such bank or for authorizing and per~ittlng any 

person, fir•• or corporation to overdraw any account with 

such b<~nk.• 

Section ~. Section 3l-l-506t "(Ao is amended to read: 

•3Z-l-S06. Assessaent on capital stock to aake good 

i•pairaent. (1) When the d•part .. nt deter•lnes that an 

l•pairaent of capital exists in a banko It ••Y• In Its 

discretion. notify the board of directors of the bank by 

written notice that the lapairaent exlstso stating the 

a•ount thereof in dollars and perc~ntage of the capital 

stock. and it ••Y• in its discretion• order the board to 

aake ~ood the i•pair•ent within 90 days fro• date of the 

notice. 

(Z) The board of directors shallo upon receipt of 

notice, convene and pass a resolution reciting the receipt 

of the notice of l•pair .. nt and calling a special .. eting of 

the stockholders of the bank in the •anner provided in their 

bylaws. 

(5) Hte stodc+told-s at t'he ....ti-ng •hoall pass a 

resolution reciting the facts of receipt of notice fro• the 

department, notice of i•pair~ento and notice of aeeting and 

~ssessing the•selves by assessing the stock of record, 

-4-
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pay•ent of Nhich assess•ent .ust be eade Nithin the time 

ll•it specified by the depart•ent as provided in notice of 

impair•ent. 

(It) If there is any stock remaining on ~hich the 

assess8ent Is not paid as provided in this sectiono It or a 

part of it as is necessary to pay the assess•ent shall be 

sold by the board of dlrectorso acting through the cashier 

or secretary of the banko at public or private saleo as 

appears best for all concernedo not lass than ]0 days after 

the day fixed for payment of assesseent. Notice of the ti.e 

and place of the sale shall be given by certified or 

registered •all to the stockholders by the board through Its 

cashier or secretary at least 10 days prior to the sale. A 

sale of stock as provided in this section causes an absolute 

cancellation of the outstanding certificate or certificates 

evidencing the stock so sold and eakes the• void in the 

hands of the stockholder~ AL his assigns or pledgees. A new 

certificate shall be Issued by the bank to the purchaser for 

the nu~ber of shares purchased and a new certificate issued 

to the stockholder of record and delivered to hie or any 

pledgee or assignee of the stock for the re•aining shareso 

if any. The record of the origln~l certificate sold sh~ll 

be marked canceled on the books of thP bank, and th~t record 

is pri•a facie evidence of the regularity of the proceedings 

for the sale of the stock. 
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(5o) If a bank falls to •ake good its capital 

impair.ent upon de~and of the departMent• as provided in 

this sectiono th~ department •ay iamediately take charqe of 

that bank and proceed to liquidate it as in case of 

Insolvency. 

(6) If the stock does not sell for enough to pay the 

assess.ant on It• the board of directors •ay sue in the name 

of the corporation to collect the deficiency fro• the ~eerd 

~~~ sto&khplder of re&grd whose stock has been solo for 

the assess•ent.• 

Section 5. Section 3Z-1-531to "CAo Is amended to read: 

•3Z-1-531t. Clai•s -- order of pay•ent priori'ties. 

(1) Except as otherwise provided by the Uniform Co•mercial 

Code, the order of pay•ent of the debts of a bank liquidated 

by the depart•ent shall be as follows: 

(a) the expense of liquidation, including compensation 

of agents, e•ployeeso and attorneys; 

(b) all funds of any other bank in process of 

liquidation by the department and placed on deposit by the 

department; 

(c) all funds held by the bank in trust; 

(d) debts due depositors. holders of cashier•s checkso 

certified checkso contractual ljabjljtjeso -And drafts on 

correspondent bankso including protest fees, paid by the~ on 

valid checks or drafts presented after closing of the banko 

-6-

58 ~1 



1 

z 

3 

It 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

zo 

Z1 

zz 

Z3 

Zit 

Z5 

L( 0014/01 

pro rata. All deposit balances of other banks or trust 

coMpanies and all deposits of public funds of every kind 

(except those actually pldced on special deposit under the 

statutes providing therefor), including those of the United 

States, the state of Montana, and every county• district, 

aunicipalityw political subdivision, or public corporation 

of this stateo whether secured or unsecured or whether 

deposited in violation of law or otherwise, are included 

within the ter•s of this subsection (l)(d) and take the saM8 

priority as debts due any other depositor. ~++-~r~ 

++ee++~~-pr~BY Accrued interest on savings accountsw 

certificates of deposit, or other interest-bearing 

contracts, up to the ti~e of the closing of the banko shall 

be considered as part of the debt due. 

(e) interest on the classes of clai•s contained in 

subsections ll)(a) through (1)(d) of this section without 

regard to the priority coMputed fro• the date of closing of 

the bank at the rate of 7% a year; 

(f) unliquidated clal•s for daMages and s i•il ar 

clai•s• including claias of stockholders for a•ounts claimed 

to have been voluntarily advanced to the bank or paid in by 

way of special or voluntary or other assess•ents. 

(2) The department •ayw in its discretiono without 

regard to the priorities fixed in subsections (l)(c) through 

(l)(f) of this section or in preference to the pay .. nt of 
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any claims of creditors within these subs~ctionso pay off 

and discharge any lien• clai•• or charge against the assets 

or property of tne bank In its hands and p~y those sums it 

considers necessary for the preservation• aaintenance 9 

conservation, and protection of those assets and property 

and likewise property on which the bank has liens by 

•ortgage or othorwise. It may alsoo in its discretion• 

create a fund or retain in its hands, in preference to the 

clai• of any creditors In subsections (1)(c) through (1)(f)w 

.ane~ ~ for those purposes. 

(3) Collateral ~ !bat has been put up or pleoged 

as security for the pay .. nt of bills payable by a banky or 

loans or discounts ~~~ tbal have been outstanding as 

rediscounts of a bank prior to the closing of it? is not 

available to the other creditors of the bank In who~e or in 

part until the bills payable or rediscounts have been 

retired, after which offsets as provided in this section 

shall be allowed. 

(It) Deposits of a person, fir•• or corporation In a 

bank which is in the possession of the departMent •ay be 

offset against any Indebtedness (subject to the conditions 

of subsection (31 of this section)• except assess.ents on 

stock• due to the bank fro• that persono fir•• or 

corpor~tion. All dividends when declared in favor of a 

creditor of the bank .ay be applied, in the discretion of 

-8-
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the depart .. nt• In satisfaction of the Indebtedness, If any, 

due the bank froe the creditor.• 

Section 6. Section 3!-Z-406• "tAt is a .. nded to read: 

•32-2-406. lnvestaents. (1) A building and loan 

association .ay invest the aoney of the association in: 

(a) the bonds and securities of the United States, 

bonds and other oblig.tions guaranteed as to interest and 

principal by the United States, and the stockso bonds, 

debentures, and other securities and obligrltions of any 

federal hoae loan bank created under the laws of the United 

States; 

(b) the bonds and warrants of any state and 'of any 

county, city, or school district of the state of Montana; 

(c) the obligations of the federal savings and loan 

insurance corporation lavfully issued pursuant to Title IV 

of the National Housing Acti 

(d) iaproved real estate which has been sold under 

contract, Including suburban hoaes but not including fara 

lands or ainlng property. Howevero the total aaount 

reaaininq so invested, excluding real estate otherwise 

acqulredo s~-et-no tfae way not exceed 1'5t of its assets. 

The aeount so invested aay not exceed 6~t of the price 

stipulated in the contract of sale or 8'5t of the value of 

the property so purchased, whichever is the lesserta 

{e) other bonds and securities, not to exceed lOt of 
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the association assets. 

{Z) Not over lOt of the assets of an association •ay 

be invested in howe office buildings• furnitu~e. and 

fixtures. othe~ real property acquired in any •anner or for 

any purpose aay not be held for •ore than 5 years, except by 

per•ission of the departaent. 

(3) Notwithstanding other provisions of the law, it 

she+~ ~ lawful for SftY • building and loan association 

eftd AL other financial institution operating under the laws 

of this state to invest the funds or Mefteys ~ in ~he+r 

~ custody or possession, eligible for invest~ent. +n-bon~ 

~fte-Ho.e-9wn~~n-E~e~+on~ in debentures issued 

by the federal housing ao&inistratory and in obligations of 

Nei:+Oftltt---fter't~~--"~~ee+at+ons natiqoal mortgage 

ass.oclatlons..• 

Section 7. Section 3Z-3-b1lo KtA. is aMended to read: 

•32-3-611. Share insurance. (1) "~~r-i:~ft-d~~y 

n-f:'Rft.-eaeh-~+~--~on--"'et+--ep~-flw--+"'11Mtttee- -en 

sher@--eeeount~--under--the--preY+~+ens--e+~t+e-1.-o~t~ 

Fe~e+-Ered+t-~n+on-Aetw--A-er~+t--ani~--wh+eh--ho~--~ 

denfed--o--eoew+t.ant--~--+ns~renee--e+-+t~~here-eeeeunt~ 

slle+~-e+tloler-dt~~+~ ... --r~--wfth-e!'lotheT-e~+t-tlfri.en-wtri-ef\ 

+s-+nsared-ander-fftte-T+-o+-tne-~Te+-Ered+t--Yn+enr-Ae~ 

er-epp~y-tn-wrtt+ng-w+th+n-36-dey~of-den+e+-to-the-d+reeter 

ff-the-departlfteM-e~ba~+tl~~ ion for-edd+t?ons-1--t+we 

-10-
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1 ~o--obte+n--8ft-i~u~eoee-ee..+t.entw Each credit union shall 

z Minta;n lnsyraoce go jt,$ share accgunt;s under -±he 

3 proylsloos gf Title II of the federal Credit Upjgn Act. 

4 CZJ ~he---d+rector---~--~ne--depe~~--~--eus+ness 

5 ~·9rie~~-~eftt'-edtHUotte1-t+--<for-tM-c~~tri-orl 

6 ~e-~e+~--~he--+nsu~~ee--eo-.+~~--upen--seti!f&etor, 

1 ..,+denee-'tftet-1:he--~O!flt-an+on--l'te-s--aeft--or--+r-....~~ 

8 sobstant~~ort--te--eeh+eYC-the eondltlens-preeeden~-te 

9 nsaai\Ce ef-ttte-eo-1 t-nt.---ildd-+tiefta+-ti- et t...,._-stMIH 

10 nft- exand -t-fteto'~cfen-ry~y-¥J'I'h No c;rec:lit •mlm ••¥ 
11 begjn 9Q8r•tion pr transact an~ bu$i081' yntjl proof that it 

lZ bas Qbt@jped !psuraoce ynd@r tbe prgy!siQQ$ pf Title II gf 

13 the federal Credit Uojgn Act bas been furqjsbed to the 

14 djrectw of the degartaent of bus.jne$,S. regulation, 

15 131 A c;redlt unj . go operat•ng in ylglatlqn of tbl$ 

16 sec;tiQD 1$ subJect t 0 an order of suspension as prpyided fpc 

17 jn 32-3-205• 

18 t3t~ The director of the departaent of business 

19 regulation shall aake available reports of condition and 

ZO examination reports to the administrator of the national 

21 credit union ad•inistration and may accept any report of 

Zl e~i~ipo ~d~ Qn behaJ' of such aa.inistrators. The 

Z3 director •ay appoint the ad•inistrator of the national 

Z4 credit union ad•inistration as liquidating agent of an 

ZS insured credit union.• 

-!fEd-
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Approved by Committee 
on Bu•in••• and IndusS£7 

NO. h_ 
INTRODUCED BY <:::JM..,.....--== 

BY REQUEST OF THE CODE COMMISSIONER 

A BILL FOR AN ACT ENTITLED: •AN ACT TO GENERALLY REVISE AND 

CLARIFY THE LAW RELATING TO FINANCIAL INSTITUTIONS; AMENDING 

SECTIONS 32-l-424w 32-1-464• 32-1-465, 32-1-506, 32-1-534• 

32-Z-~06, AND 3Z-3-6Il• NCA.• 

BE IT ENACTED BY THE lEGlSLATU~E OF THE STATE OF MONTANAI 

Section 1. Section 32-1-424w MCA• Is ... nded to r .. dl 

•3z-1-4Z4. Invest.ents of financial Institutions. (1) 

Trust and invest.ent co•panies .. y lease, purchase, holdt 

and convey all ~ real or personal property ..--.ey--e. 

necessary to carry on their authorized business. as _,, as 

such real or personal property as the board of directors .ey 

~. considers necessary to acquire in the enforce88nt or 

settle .. nt of any clai•s or de.ands arising out of business 

transactions and •ay execute and issuew in the transaction 

of their businessw all necessary receipts, certificates. and 

contracts• 

(Z) The board of directors of any such corporation ~ 

~hor~o 84¥ invest the capital and assets of •e+d ibA 

corporation and keep the saae Invested in securities to be 

approved by the boardw and ~hell Ita bwfa+-ofor the board 
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~ aA¥ •ake such lnvest.ents of its capital and assets and 

of the funds accu.ulated by its business• including .aneyw 

deposits, or any part thereof, in neqoti able or 

nonnegotl able notes or bondst .ortgages on unencu.bered r•al 

estate. stocks and bonds of corporations. or bonds and 

warrants of any county, city. townt or school district of 

this state or any other state of the United States legally 

authorized to Issue the s-• or bonds or obllgatl-s of the 

united States. 

(3) Notwithstanding other provisions of the law. lt 

atten .,. :1a levful for _,. a lbank• trust COIIp8f1Y• inves~nt 

c~any eftd m: other financial lnaUtltt:l-• lqatlt.yt.ICMi 

operating under the laws of this state to invest. t.he funds 

or _,_.,.. aQ11a¥ In .._.... .lb custody or possession• eligible 

for invest.entt In ••nile of t:M Maaa a-a••• •-

6erperat:l-• in debentures issued by the federal housing 

ad•fnlstrator• end In obligations of N~onet "-rt:.-ee 

Asseetet:f-• Mf;IMal •rtgage anpclllt;IQ!!s.• 

Section 2. Section 32-1-464• MC.h is ... nded to read: 

•32-1-~64. Fraud by director. officer• or ••ployee. A 

director. offtcerw agent• or e•ployee of a bank is guilty of 

a felony whe If that parson: 

(1) knowingly receives or possesses hiaself of any of 

its property• otherwise than in pay .. nt for a just d .. and. 

and with Intent to defraud: 

-2- CGIIENT CALENDAR 
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(a) o•l~s ~o .ake or to cause or direc~ to be •ade a 

~ull and true entry of it in its books and account; or 

(b) concurs in o.ittlng to .. ke any ••~erial entry 

thereof; 

(2) knowingly concurs in aaking or publishing any 

6 written report• exhibit, or state .. nt of its affairs or 

7 - pecuniary condition containing any •aterial state .. nt which 

a is false1 or 

9 

10 

11 

12 
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15 

16 
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111 

19 

zo 

21 

n 

23 

24 

25 

C3) having the custody or con~rol of its books• 

willfully refuses or neglects to aake a proper entry In the 

books o~ that corporetion as required by •-• to exhibit 

t~. or allow the• to be Inspected and extracts to be taken 

fra. the• by the depar~·· 

Section 3. Section 32-1-465e.MCAe Is a.ended ~o read: 

•32-1-465. Overdr.rt by officer or e~~ployee 

receiving personal profl~ ~ro• loan. *tty AD officer• 

dlrectore agente teller. clarke or e~loyee of any • bank is 

guilty o~ a·•ls~anor when •••~ If th•t person~~ 

(1) knowingly owerdraws his account with such bank and 

thereby obtains the uoneye notes• or funds of any such banki 

or 

(Z) asks or receivesy or consents or agrees to 

receive. any co-iss lone _,. pre•lu• on insurance. 

e•olu~nt.e gratuity, er revarde or-any ~ney. property, or 

thing of value for his own personal benefi~ or of personal 
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advantage for procuring or endeavoring to procure for any 

person. fir•• or corporation any loan fro• or the purch2se 

or discount of any paper• note. draft• check• or bill of 

exchange by such bank or ~or authorizing and permitting any 

persone fir•• or corporation to overdraw any account with 

such bant.• 

Section "• Section· 32-1-506, MCA, Is aaended to read: 

•32-1-506. Assess .. nt on capital stock to eake good 

iapaireent. Cl) Nhen the departeent deter•ines that an 

i.palr .. nt of capital exists In & bank• it •ay, in its 

discretion• notify the board of directors of the bank by 

written notice that the i~alr~nt exists, stating the 

..aunt thereof in dollars and percentage of the capital 

stock• and it .. Y• in Its discretiane order ~he board to 

.. ke good the lepalraent within 90 days fro• date of ~he 

notice. 

(Z) The board of directors shall• upon receipt of 

notice. convene and pass a resolution reciting the receipt 

of the notice o~ iepairaent and calling a special aeeting of 

the stockholders of the bank in the eanner provided in ~heir 

bylaws. 

C3) The stockholders at the eeeting shall pass a 

resolution reciting the facts of receipt of notice froe the 

departaente no~ice of iapaireent, and notice of aeeting and 

assessing theeselves by assessing the stock of recor~· 
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pay•ent of which assess .. nt .ust be .ade within the tl .. 

li•it specified by the depart .. nt as provided in notice of 

impairaent. 

(~) If there Is any stock re.aining on which the 

assessaent Is not paid as provided in this section, It or a 

part of it as is necessary to pay the assess .. nt shall be 

sold by the board of dlrectorsw acting through the cashier 

or $ecretary of the bank, at public or private sele9 as 

appears best for all concerned• not less then 30 days after 

the day fixed for pay•ent of assess .. nt. Notice of the tl .. 

and place of the sale Shall be givan by certified or 

registered •ail to the stockholders by the board through its 

cashier or secretary at least 10 days prior to the sale. A 

sale of stock as provided in this section causes an absolute 

cancellation of the outstanding certificate or certificates 

evidencing the stock so sold and eakes the• void In the 

hands of the stockholder~ A£ his assigns or pledg .. s. A new 

certificate shall be Issued by the bank to the purchaser for 

the nueber of shares purchased and a new certificate issued 

to the stockholder of record and delivered to hie or any 

pledgee or assignee of the stock for the re•ainlng shares, 

if any. The record of the orlglnal certificate sold shall 

be •arked canceled on the books of the bank, and that record 

is pri•a facie evidence of the regularity of the proceedings 

for the sale of the stock. 
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(S) If a bank falls to .. ke good its capital 

i •pa I r .. nt upon de• and of the depart .. nt• as provided in 

this section, the departeent •ay i..adlately take charge of 

that bank and proceed to 1 iquldat:e it as in case of 

Insolvency. 

(6) lf the stock does not sell for enough to pay the 

ilssesseent: on itw the board of directors .. , sue in the na

of the corporation to collec:1: the deficiency fr- the ~ 

t1et11er ·aoc""tl- of rac;prd whOse stock twls b-• sold for 

the ....... ..m.• 
Sec:1:fon s.. Section 32!-"1-~. I'ICA, 1s -ltded to read: 

•32-1-534• Claf•s -- order of pay .. nt -- priorities .. 

(1) Except .. othenlse provlchld by the Unlfor• C-rclal 

Code, the order of pay-lit of the debts of a bank liquidated 

by the departeent shall be as foll-: 

(a) t:he expense of 1 iquldatlon, Including COllpenSation 

of agents• eaployees. and attorneys; 

(b) all funds of any other bank in process of 

1 lquldation by the departeent and placed on deposit by the 

departeent; 

(c) all funds held by the bank in trust; 

(d) debts due depositors. holders of cashier•s checks. 

certified checks, contractual liabilities. and drafts on 

correspondent banks. including protest fees. paid by the• on 

valid checks or drafts presented after closing of the bank 9 

-6-
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pro rata. All deposit balances of other banks or trust 

coepanles and all deposi~s of public funds of every kind 

(except those actually placed on special deposit under the 

statutes providing therefor)• including those of the United 

States, the state o~ Montana, and every county• district, 

aunicipallty. political subdivision, or public corporation 

of this statew whether secured or unsecured or whether 

deposited In violation of law or otherwise, are Included 

wit~ln the ter•s of this subsection (l)(dJ and take the saee 

prio1·ity as debts due any other depositor. ~~ .. ~ 

Heb+i·~"-'ro ret:ew Accrued interest on savings accounts• 

certificates of deposit, or other Interest-bearing 

contracts, up to the ti•e of the closing of the bank• shall 

be considered as part of the debt d6e. 

(e) Interest on the classes of claies contained in 

subsections (l)(a) through (1)(d) of this section without 

regard to the priority coeputed fro• the date of closing of 

the bank at the rate of TS a year; 

(f) unliquidated clales for daeaqes and s I ell ar 

clai•s• including clal•s of stockholders for aeounts claleed 

to have been voluntarily advanced to the bank or paid In by 

way of sp~ial or voluntary or other assesseent.s. 

(2} ~he depart .. nt eayw in Its discretion, without 

regard to the priorities fixed in subsections {1){c) through 

(1)(f) of this section or in preference to the payeent of 
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any claies of creditors within these subsections, pay off 

and discharge any lien, claie, or charge against the assets 

or property of the bank In its hands and pay those sums it 

considers necessary for the preservation, eaintenance, 

conserv~lont and protection of those assets and property 

and likewise property on which the bank has liens by 

•ortgage or otherwise. It eay alsow in Its discretion. 

create a fund or retain in its hands, in preference to the 

clale of any creditors In subsections (l)(c) through (l}(f)• 

_.,. JIQDe¥ for those purposes. 

(3) Collateral ~ ~ has been put up or ple~ged 

as security for the payeent of bills payable by a banky or 

loans or discounts ~ thAt have been outstanding as 

rediscounts of a bank prior to the closing of ity is not 

available to the other creditors of the bank in whole or in 

part until the bills payable or rediscounts have been 

retired, after which offsets as provided in this sectior 

shall be allowed• 

I~) Deposits of a person, fir•• or corporation in a 

bank which is in the possession of the departeent •ay be 

offset against any indebtedness (subject to the conditions 

of subsection C3J of this section)• except assesseents on 

stock, due to the bank froe that person, fir•• or 

corporation. All dividends when declared in favor of a 

creditor of the bank eay be applied. in the discretion of 

-8-
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the departeento in satisfaction of the Indebtedness. if any• 

due the bank froe the creditor.• 

Section &. Section 32-Z-~06• "tAo Is a.anded to read: 

•32-2-~o&. Investeents. {l) A building end loan 

association .ay invest the .oney of the association in: 

(a) the bonds and securities of the United States, 

bonds and other obligations guaranteed as to interest and 

principal by the United States. and the stockso bonds, 

debentures, and other securities ~d obligations of any 

federal hoee loan bank created under the laws of the United 

States; 

(b) the bonds and warrants of any state and of any 

countyo cityo or school district of the state of Montana; 

(c~ the obligations of the federal savings and loan 

Insurance corporation lawfully Issued pursuant to Title IV 

of the National Housing Act; 

{d) i•proved real estate which has been sold under 

contract, including suburban ~es but not Including far• 

lands or •ining property. However• the total -nt 

reaaining so invested, excluding real e~tate otherwise 

acquired, s~~ne ti .... , DQ\ exceed 15~ of Its assets• 

The a•ount so invested •ay not exceed ass of the price 

stipulated in the contract of sale or 85~ of the value of 

the property so purchased, whichever is the lesser~. 

(e) other bonds and securities, not to exceed lOS of 
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the association assets. 

be 

(Z) Not over 10' of the assets of an association .ay 

invested In no.e office buildings. furniture, and 

fixtures. Other real property acquired In any aanner or for 

any purpose eay not be held for acre than S years• except by 

per•lssion of the depart .. nt• 

(3) Notwithstanding other provisions of the law. it 

sM-tf--M u lawful for etty • building and loan association 

eml At other finan:clal Institution operating under the laws 

o~ this state to invest the fund5 or .aneys aDD&¥ in ~ 

~custody or possession• eligible for invest.ent, Tft-beftds 

of-.he ~ Bwfters• teen Eorperetienw In debentures issued 

by the federal housing a~lnistrator• and In obligations o~ 

Ne1:+-- ... rt:§llge • aa .. elot:i-a nat, j ..,., wortaag• 

•ssac I at;Joru;; e• 

Section 1. Section 32-3-611• KCAt Is a.anded to read: 

•32-3-611· 

h-i-'M6w eoeh eredit 11ni81'1 ahett 811111Y ~-+------

shere--eeee..ttt:s· 11nder the ,rowhiOI•a of f'fUe II of the 

F~et-Eretli t tift i --~-A-et'ed+t:- 11n 181'1 -wtrie+t--hes-~ 

tlen+~----ee-it .. nt for--+ttfllt'Sftee--M-+t:s shere tteeotmH 

~'t-ei ttter dlesot'Wet .. ,. wi~ •-t:her et"eCf~on-wtri-eft 

+s-+ns-d-ttnder 'fit:+e-+i-of the Fetlere1-&toetfi.r-tln+on--Aen 

--~+--+t:lng with+tt~tleys of eenlel to-the-d+r~ 

o~t:fte-tlet~er t:oe n~~~tta+rl~eg•l et I 011 for-edfl+t: i onel t: i •e 

-lo- .sB ~fj 
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1 t:o--ebt:eln • lne•reM:e e-11:eeft1:w Each c;;raclit yg!qn sbaJl 

z aa i nt.a In I nsurance _GIL_ __ib_sbate._ account.s under t.be 

3 prQylslgns of Ilt_te II gf the fed9ral Credit Ua!qo Act_. 

~ (2) flte--fireetor of the depot t-nt--of-buri~ 

s re~f11tiefl ehe11 •••'* elhfi tione1-1:+.e-.__1:tle-et'edfl:--11Milft 

6 t:o---eMeln · ~ ine·•renee eo-1 teent--,_--seti !lfoet:ery 

7 ewhtenee t:.Mt tiNt ere•ll t •nlefl hee 110de -er--+s--.ett+~-e 

8 ~•b•t:*ttlet effert: ~ eehlewe ~ eenattlena oreeedent t:o 

. ., · +s~>~tt•liee of ~ eo•ll'IIBM:• AeldiUonel tl•-ot-t:......---'tM+ 

ltl not:- elttcnd Iuter V.l'i ~--•Y h 19'fh No c;;rsdit ygioo ••¥ 
11 IUUI.J.O. ...... t:;Joa or trapuct an¥ bulinsu uot_!J prgof t_hat It_ 

tZ bas plttajMd loyr•nc• gpder ttw pmylsions gf Title II of 

I3 the ftcterat trttdit_ Qnioo act_ b.Js beep furnished t;q t_be 

n di rac;,tor Af the de art.M D ot; gf buliMI$ regulation. 

rs .]31 • er*dJt ynlgn gperatlog lg ylqlatlqn gf this 

16 ••c;tlon •• ·••ect to .an order pf suapepslon OS prgyided fQr 

17 ip )2-)=lQSe 

u ~~ The director of the depart .. nt of business 

t9 regulation shall aake available reports of condition and 

20 exaeination reports to the adeinistrator of the national 

Zl credit union adMinistration and eay accept any report of 

ZZ exa•inati~, .-de on behalf of such a~inistrators. The 

Z3 director eay appoint the adeinistrator of the national 

Z~ credit union ad•lnistratlon as liquidating agent of an 

Z5 insured credit union.• 
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SENATE BILL HOo 69 

INTRODUCED BY HAZELBAKER 

BY REQUEST OF THE CODE CO~MISSIONER 

A BILL FOR AN ACT ENTITLED: "AN ACT TO GENERALLY REVISE ANO 

CLARIFY THE LAW RELATING TO FINANCIAL INSTITUTIONS; AM~NDING 

~ECTIONS 32-1-~2~. 32-1-464• 32-1-465• 32-l-S06o 32-l-534o 

32-2-4D6o AND 32-3-611, MCAe• 

oE IT ENACTED SY THE LEGISLATURE OF THE STATE 0~ MONTANA: 

Section 1. Section 32-1-424• MCA, is a .. nded to read: 

"32-1-424. Invest .. nts of financial institutions. 11) 

Trust and invest•ent co•panies .ay lease, purchase, hold, 

and convey all '~eh real or personal property a$--~ay--b~ 

necessary to carry on their authorized business. as •ell as 

~uch real or personal property as the board of directors M&T 

de~ 'onsjders necessary to acquire in the enforce .. nt or 

settle .. nt of any clai•s or de•ands arising out of business 

transactions and may execute and issue• in the transaction 

of their ~usin~sso all necessary receipts. certificates. and 

contr3cts. 

(2) The board of directors of any such corporation+' 

author+red-to ~X invest the capital and assets of 'etd 1QB 

corporation and keep the same investe~ in securities to be 

approved by the board. and +t-,ha~~-be-~a•f~~-for the board 
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te &4¥ make such investments of its capital ana assets and 

of t~e funds accu.ulated by its business, including eoney• 

Clepositso or any part thereof, in negotiable or 

nonnegotiable notes or bondso eortgages on unencuebered real 

estate. stocks and bonds of corporations, or bonds and 

warrants of any county, city. towno or school district of 

this state or any other state of the United States legally 

authorized to issue the sa ... or bonds or obligations of the 

United Stattts• 

(3) Notwithstanding other provisions of the law. it 

~a~~-be ~ 1a•ful for •ftJ • banko trust coepany, invest .. nt 

co~any eftd 2e other financial rnst+tet+ons inaii1UtlAD 

operating under the laws of this state to Invest the funds 

or e&neys ·~ in the~r L~ custody or possession, eligible 

for invest.ent, +n--bond,--af--the---Ho~e---ewner,&---~oen 

&orporetfony in debentures issued by the federal housing 

ad•inistratory and in obligations of Het+ons+--Mortgege 

Assoe+et+ans D4tLgoal wortgage assocjatjoos.• 

Section 2. Section 32-l-464o MCAo Is a .. nded to read: 

•32-l-ltblt. Fraud by director, officer, or eeployee. A 

directoro officer, aqento or employee of a bank is guilty of 

a felony who iL-ln•~a~: 

11) kn~ingly receives or possesses hi•self of any of 

its propertY• otherwise than in payeent for a just deeand• 

anel with int~nt to defraud: 

-2- SENATE CONSf:NT L"III.~:NOAR SB 8<J 
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(a) o•it~ to •ake or to cause or direct to be •ade a 

full and true entry of it in its books and account; or 

(b) concurs in o.itting to Make any ~aterial entry 

thereof; 

(2) knowingly concurs In .aking or publishing any 

written reporto exhlbito or state .. nt of it~ affairs or 

pecuniary condition containing any material state•ent which 

is false; or 

(3) having the custody or control of its Dook~o 

vil\fully refuses or neglects to eake a proper ~ntry in the 

books of that corporation as required by lawo to exhibit 

the•• or allow the• to be inspected and extract~ to be taken 

froa thea by the depart .. nt.• 

Section 3o Section 32-l-465o ~CAo is ••ended to read: 

•32-1-465. Dverdraft by officer or e~loyee 

receiving personal profit fro• lodno Any lQ officer, 

director, agento tellero clerko or eaployee of efty a bank is 

guilty of a •isde•eanor when-.~eh if tb•t person e~ther: 

(1) knowingly overdraws his account with such bank and 

thereby obtains the aoneyo noteso or funds of any su~h bank; 

or 

{2) 

receive. 

asks 

any 

or receives. 

co-i ssiono 

or consents or agrees to 

eny pre•iu• on insurance. 

e•olu.ento gratuity. 8r rewardo or-eny •oneyo property, or 

thing of value for his own personal benefit or o+ personal 

-3- 56 89 
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advantage for procuring or endeavoring to procure for any 

persono fireo or corporation any loan fro• or the purchase 

or discount of any papero note• drafto checko or bill of 

exchange by such oank or for authorizing and permitting any 

persono fir•• or corporation to overdraw any account with 

such bank·• 

Section lt. Section 32-1-50~, MCAt is amended to read: 

"32-1-SO~. Assessment on capital stock to make goo~ 

impairaent. (1) When the depart•ent determines that an 

iepaireent of capital exists in a bank, it may, in its 

discretion• notify the board of directors of the bank by 

written notice that the iapairment exists. stating the 

a.ount thereof In dollars and percentage of the capital 

stocko and it mayo In its discretion. order the board to 

•ake 900d the i•pairment within 90 days from date of the 

notice. 

(Z) The board of directors shallo upon receipt of 

notice, convene and pass a resolution reciting the rPceipr 

of the notice of iapair•ent and calling a special meeting of 

the stockholders of the bank in the manner provided in their 

bylaws. 

(3) The stockholders at the meeting shall pass a 

resolution reciting the facts of receipt of notice from the 

department. notice of impair~nto and notice of meeting an~ 

assessing themselves by assessing the stock of reco~d, 

-4- 56 89 
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pay~ent of whi~h assess.ant .ust be •ade within the ti•e 

limit spe~ified by the department as provided in notice of 

impairMent. 

(41 If there is any stock reaalning on which the 

assess~ent is not paid as provided in this section• It or a 

part of it as is necessary to pay the assessment shall be 

sold by the board of directors• acting through the cashier 

or secretary of the bank, at public or private saleo as 

appears best for all concerned, not less than 30 days after 

the day fixed for payment of assess.ant. Notice of the tl•e 

and place of the sale shall be given by certified or 

registered mail to the stockholders by the board through Its 

cashier or secretary at least 10 days prior to the sale. A 

sale of stock as provided in this section causes an absolute 

cancellation of the outstanding certificate or certificates 

evidencing the stock so sold and •akes the• void in the 

hands of the stockholder• Q£ his assigns or pledgees. A new 

certificate shall be issued by the bank to the purchaser for 

the number of shares purchased and a new certificate Issued 

to the stockholder of record and delivered to hi• or any 

pled~ee or assiqnee of the stock for the re•ainlng shares. 

if any. The record of the original certificate sold shall 

be marked canceled on the books of the banko and that record 

is prima facie evidence of the regularity of the proceedings 

for the sale of the stock. 
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(5) lf a bank fails to •ake good its capital 

impair•ent upon de•and of the depart~nto as provided in 

this section, the depart•ent may i .. ediately take charge of 

that bank and proceed to liquidate It as in case of 

insolvency. 

(6) if the stock does not sell for enough to pay the 

assess .. nt on it• the board of directors aay sue in the na•e 

of tne corporation to collect the deficiency fro• the ~•eo~~ 

he•~·~ ~tackbgldac pf record whose stock has been sold for 

the assessment.• 

Section 5. Section 3Z-l-534o HCAo Is a .. nded to read: 

•32-1-534. Clai•s -- order of pay .. nt priorities. 

'1) Except a1 otherwise provided by the Unifor• ComMercial 

CodPo the order of pay•ent of the debts of a bank liquidated 

by the depart•ent shall be as follows: 

{a) the expense of liquidation, including co•pensation 

of aqent~• e•ployeeso and attorney~; 

(bt all funds of any other bank in process of 

liquidation by th~ depart~nt and placed on deposit by the 

depart•ent; 

(c) all funds held by the bank in trust: 

(d) debts due depositors, holders of cashier's checkso 

certified checks• 'ontra,tuaJ liablliti•s• _and drafts on 

correspondent bankso includinq protest feeso paid by the• on 

valid checks or drafts presented after closing of the banko 

-6- SB 89 
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pro rata. All deposit balances of other banks or trust 

coapanies and all deposits of public funds of every kind 

(except those actually placed on special deposit under the 

statutes providing therefor)• including those of the United 

Stateso the state of Montana, and every countyo district• 

.unlcipalityo political subdivision. or public corporation 

of this stateo whether secured or unsecured or whether 

ceposited in violation of law or otherwise, are Included 

within the teras of this subsection (l)(dJ and take the sa .. 

fW_.Ity as dAts 4ue anp «her tleposit;OI'• ~·-......,~a+ 

••.a+••~-,..-r.-.. Accrued Interest on savings accounts• 

certificates of deposito or other Interest-bearing 

contracts• up to the tl .. of the closing of the banko shall 

be cons i dared as part of the debt due. 

leJ interest on the classes of claies contai"ned in 

subsections (l)(a) through llJ(d) of this section without 

regard to the priority ca.puted froe the date of closing of 

the bank at the rate of 7~ a year; 

(fJ .unliquidated clal•s for daeages and s i111i 1 ar 

claies, including clai•s of stockholders for a-aunts clai .. d 

to have been voluntarily advanced to the ban~ or pain in by 

way of special or voluntary or other assesseents• 

(2) The depart.ant eayo in its discretion, without 

regard to the priorities fixed in subsections (l)(c) throu9h 

(l)(fl of this section or in preference to the payMent of 
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any claies of creditors within these subsections. pay off 

and discharge any lien, clalmo or charge against the assets 

or property of the bank in its hands and pay those sums it 

considers necessary for the preservation, maintenance. 

conservation, and protection of those assets and property 

and likewise property on which the bank has liens by 

•ort~~ge or othervise. It ~ay also. in its discretion. 

create a fund or retain In its hands, in preference to the 

claie of any creditors in subsections (l)(c) through lll(f)• 

eo~, maoax for those purposes. 

C') Collateral ~ ~ has been put up or pledged 

as security for the payeent of bills payable by a bankT or 

loans or discounts wh+e~ 1b4t have been outstanding as 

redi~counts of a bank prior to the closing of itT Is not 

available to the other creditors of the bank in whole or in 

part until the bills payable or rediscounts have been 

retireoo after which offsets as provided in thi~ section 

shall be allow~d. 

(~) Oeposits of a persono firmo or corporation in a 

bank vhich IS in the possession of the depart~ent may be 

offset against any indebtedness (subject to the conditions 

of sub~ection (3) of this section)o except assess~ents on 

stock• due to the bank from that persono firmo or 

corporation. All dividends when declared in favor of a 

creditor of the bank may be applied, in the discretion ~f 

-8- SB 8'1 

~ • • lo 



2 

3 

4 

o; 

b 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

1~ 

19 

20 

21 

22 

23 

24 

25 

SB 0089/02 

the department, in satisfaction of the indebtedness. If any, 

due the bank from the creditor.• 

Section 6. Section 32-2-~06, MtA, is a .. nded to read: 

•32-2-406. Investments. (1) A building ~nd Joan 

association .ay invest the •oney of the association in: 

(a) the bonds and securities of the United States, 

bonds and other obligations guaranteed as to interest and 

principal by the United States, and the stockso bondso 

debentures, and other securities and obligations of any 

federal ho.e loan bank created under the laws of the United 

States; 

(b) the bonds and warrants of any state and of any 

county, city, or school district of the state of Montana; 

{c) the obligations of the federal savinqs and loan 

insurance corporation lawfully issued pursuant to Title IY 

of the National Housing Act; 

(d) improved real estate which has been sold under 

contract, including suburban ho.es but not including farm 

lands or •ining property. Hovevero the total a-aunt 

remaining so invested, excluding real estate otherwise 

acquired, she~+-e~-~o-~•me max-nat exceed 15~ of its assets. 

The amount so invested may not exceed 85~ of the price 

stipulated in the contract of sale or 85\ of the value of 

the ~roperty so purchased, whichever is the lesser~a 

(e) other bonds and securities, not to exceed 10~ of 
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the association assets. 

(2) Not over 10\ of the assets of an association •ay 

be invest~d in home office buildings, furniture, and 

fixtures. Other real property acquired In any •anner or for 

any purpose may not be held for more than s· yearso except by 

per•ission of the depart .. nt. 

(3) ~otMithstanding other provisions of the laww it 

~he++-be i~ 1a~ful for eny ~ buildinq and loan association 

end QL other financial Institution operating under the laws 

of this state t.o invest the funds or --r.t 8QDil¥ In thriT' 

Lt~ custody or possession, eligible for invest .. nto +n-beftde 

~--the--H&me-8wne~•·-~oen-&&rp&r~+on• in debentures issued 

by the federal housing ed8inistratory and in obligations of 

Net•one+----Kortgege----Assoe+et+ons 

assgciatjons.• 

natjonal eortgage 

Section 7. Section 32-3-611• MtAo is a .. nded to read: 

•32-3-611· Share Insurance. (1) No~-+e~er-~he~-6e~e~y 

•·--i9f6y--eeeh--ere4+t--wft+eft--ehe~+-epp•r-~~-+n~~nee-on 

~here-eeeo.nte-~ftdep-~--pre•+e+on~--o~--J+t+e--ff--o~--the 

Feeere+--~ree+t--Y~+on--•et.---•-ered+t-~n•o~-wh~h-hee-bee~ 

ae~+ed-e-ee .. •t•en~-~or--+~s~renee--o~--·~s--ehere--eceo~nte 

she++-e+ther-d+eee+•e.-.erge-v+tft-e~other-ered+t-~~•on-wh•eh 

+e--+n~~red-~dOT-J+t+e-ff-oF-the-FedereJ-~Ped+t-Yn+en-~. 

or-epp+y-+n-wP•t+~g-w+th+~-3e-deys-o~-den+e+-to-the-d+reetor 

~-the-depertmen~-o~-bas+ness-reg~Jet+on-~ep-edd+t+o~e+-t••• 
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u-o~e+n-en-f.fts-enee-e_.._M• f"cb ccadlt. uplQQ ~ 

tiillt.liJl_-lDsi.IL4Dt:;e on jt,:; sh .. re ~'-llll~S--lllli1eL-~ 

l ~-----~-------- --- -----

~ (2) •n.--~re~--of--~he--depor~.e~~---e+---b•s+ness 

5 reg.+e~+~---~•-gren~-~~+ene•-~+ .. -~r-~-ered .. -en+on 

6 ~--~a+n-~he--+ns.renee--ee•-+~•en~---~on---see+s+e~ory 

7 ••+deftee--~hee--~e--ered+~--•n+Oft--h~s--mede-er-+s-.ak+~~-e 

8 swtwteM+e+-e~t.-H-ee...._-~he--eo~d+~+ons-11reeedeM--flt 

q +s~ee--of-~-eo..+~Oft"•--Add~+•~••-~+•e-or-~+-es-9fte~ 

10 -.-... ~--~-~_,._-y-tr-t9~8· tiO t;[edit. ypjgn ••• 

11 baglo_QDttcaUoo or t;raosas;t. aov busjoeu until pcoot t;hat. it. 

12 bAS- obt,aiped lnsy[aoca upda[ t:be prgy!slgos of Iitle_ll_oL 

13 J:h• fed&[al Credit: Union Act. _b4S__heen__fyrojsbftd t;o t,ba 

·~ -- -- ----------

15 ill A C[ftdlt uofqn ope[at,jng In y!glat,jgo Q~ 

16 ~-lQ_ao onhtr of suspensiQD as PCGYilttULtAc: 

17 lD-U.:l:lJih 

18 t~t.Lil The director of the depart!Mnt of business 

19 regulation shall aake available reports of condition and 

20 exaaination reports to the adainistrator of the national 

21 credit union adainistration and may accept any report of 

22 exaaination aade on behdlf of such adainistrators. The 

Zl director aay appoint the adainistrator of the national 

24 credit union administration as liquidating ~gent of an 

25 insured credit union.• 
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