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SENATE BILL NO. 89
INTRODUCED BY HAZELBAKER
BY REQUEST QF THE CODE COMMISSIONER
IN THE SENATE
January 12, 1979 Introduced and referred to
Committee on Business and
Industry.
January 22, 1979 Committee recommend bill do
pass and be placed on Consent
Calendar. Report adopted.
January 23, 1979 Printed and placed on
members' desks.
January 24, 1979 Consent Calendar discussion.
January 25, 1979 Consent Calendar, do pass.
Transmitted to Second House.
IN THE HOUSE
January 26, 1979 Introduced and referred to
Committee on Business and
Industry.
February 5, 1979 Committee recommend bill
be concurred in. Report adopted.
February 6, 1979 Second Reading, concurred in.
February 8, 1979 Third Reading, concurred.
IN THE SENATE
February 9, 1979 Returned from Second House.

Concurred in.

Sent to enrolling.
Reported correctly enrolled.



&46th Legislature

10
11
12z
13
14
15
16
17
18
19
20
21

22

24

2%

LC 0014701

BILL NO. 4’2

INTRODUCED BY

BY REQUEST OF THE CODE COMMISSIDNER

A BILL FOR AN ACT ENTITLED: ™AN ACY TO GENERALLY REVISE AND
CLARIFY THE LAW RELATING TO FINANCIAL INSTITUTIONS; AMENDING
SECTIONS 32-1-4249 32-1-464%y 32-1-465¢ 32-1-506y 32-1-534,

32-2-406s AND 32-3-611¢ MCA."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section les Section 32-1-424y HCAs is amended to read:
“32~1-42&e Investments of financial Institutiong. (1)

Trust and investment companies may leases purchases holds

and convey 3all suweh real or personal property es—-ney--be

necessary to carsry on their authorized businesss as well as
such real or personal propeérty as the board of directors mey
deen considers necessary to acquire in the enforcesent or
settliement of any claiwms or demands arising out of business
transactions and may execute and issues in the transaction
of their businesse all necessary receiptsy certificates, and
contractse

{2) The board of directors of any such corporation +9
suthorized-to gay invest the capital and assets of sedd the
corperation and keep the same invested in securities to be

approved by the boards and +t-shett-be-rewfud-for the board
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¢te pay make such investments of its capital and assets and
of the funds accumulated by its businesss including moneye
depositss or any part thereofs in negotiable or
nonnegotiable notes or bondss mortgages on unencumbered real
estates stocks and bonds of corporationss or bonds and
warrants of any countye citys towne or school district of
this state or any other state of the United States 1legally
authorized to issue the samey or bonds or obligations of the
United Stateses

(3) Notwithstanding other provisions of the laws it
shedd—-be js lawful for any 3 banks trust company. investment
company smd or other financial +#nstitutions jinstitution
operating under the laws of this state to invest the funds
or moneys money in thedr lts custody or possessions eligible
for investmenty #n—-bonds——of--the—-Home-—-Bwnerst-——toon
€orporetiony in debentures issued by the federal housing
administratory and in obligations of Netioned--Mortgage
Associetions pational mortgage assocjationse”

Section 2« Section 32-1-464s MCAe is amended to read:

®32~-1-464« Fraud by directors officere or employees A
directors officere agents or employee of a bank is quilty of
a felony whe if that person:

{1} knowingly receives or possesses himself of any of
its propertys otherwise than in payment for a just demands

and with intent to defraud:
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(a)} omits to make or to c3use or direct to be made a
full and true entry of it in its books and account; or

(b) concurs in omitting to wmake any wmiterial entry
thereof;

{2} xnowingly concurs in wmaking or publishing any
written reporte exhibite or statement of its affairs or
pecuniary condition containing any material statement which
is false; or

(3) having the custody or contro! of its bookse
willfully refuses or neglects to make a proper entry in the
books of that corporation as required by laws to exhibit
thems or allow them to be inspected and extracts to be taken
from them by the department.®

Section 3. Section 32-1-455¢ MCAe is amended to read:

*32-1~465. Overdraft by officer or employe : -
receiving personal profit from loane #Any An officers
directory agents tellers clerke or employee of sny 3 bank is
guitty of a misdemeanor when—sweh if_that person either:

{1) knowingly overdraws his account with such bank and
thereby obtains the moneys notess or funds of any such bank;
or

{2) asks or receivesy or consents or agrees to
receivey any commissions any premium on insurances
emolumenty gratuitys or rewards or—-eny moneys praopertyes or

thing of vatue for his own personal benefit or of personal
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advantace for procuring or endeavoring to procure for Aany
persony firme or corporation any loan from or the purchase
or discount of a2ny pepers notes drafts checks or bil¥ of
exchange by such bank or for authorizing and permitting any
persons firms or corporation to overdraw any account with
such bank."™

Section &e Section 32-1-506+ MCAs is amended to reads:

®32-1-506. Assessment on capital stock to make good
impairments (1) Nhen the department determines that an
impairwment of capital exists in a banks it moaye in Its

discrations notify the board of directors of the bank by

written notice that the Iimpairment existss stating the

amount thereof in dollars and percentage of the capital
stocke and it maye in its discretions order the board to
make 7Jood the impairment within 90 days from date of the
noticees

{2} The board of directors shalls wupon receipt of
notices convene and pass 3 resolution reciting the receipt
of the notice of impairment and calling a special meeting of
the stockholders of the bank in the manner provided in their
bylawse

{3) The stockholders at 4the wseeting shall pass a
resolution reciting the facts of receipt of notice from the
departments notice of impairmentsy and notice of meeting and

assessing themselves by assessing the stock of records
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payment of which assessment must be made within the time
limit specified by the department as provided in notice of
impairmente

{#) 1f there is any stock remaining on which the
assessment is not paid as provided in this sections It or a
part of it as is necessary to pay the assessment shall be
sold by the board of directorsy acting through the cashier
or secretary of the banky at public or private salesy as
appears best for 31} concerneds not lass than 30 days after
the day fixed for payment of assessments, Notice of the time
and place of the sale shall be given by certified or
registered mait tc the stockholders by the board throﬁgh its
cashier or secretary at least 10 days prior to the sales A
sale of stock as provided in this section causes an absolute
cancellatlon of the cutstanding certificate or certificates
evidencing the stock so sold and makes them wvoid in the
hands of the stockholdervy ar his assigns or pledgeess A new
certificate shall be issued by the bank to the purchaser for
the nusber of shares purchased and a new certificate issved
to the stockholder of record and delivered to him or any
pledgee or assignee of the stock for the remaining sharesy
if anye The record of the original certificate solc shall
be marked canceled on ihe books of the bankes and that record
is prima facie evidence of the regularity of the proceedings

for the s3ale of the stocke.
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{5) 1If a bank fails to wake good its capital
impairment upon demand of the departments as provided in
this sections the department may immediately take charge of
that bank and proceed to liguidate it as in case of
insclvencye

{6) If the stock does not sell for enough to pay the
assessment on ite the board of directors may sue in the nampe
of the corporation to collect the deficiency from the record
ho¥der stockholder of record whose stock has been sold for
the assessment.”

Section S« Section 32-1-534s: MCAe is amended to read:

®32-1-534. Claims -- order of paysent -— oprioritiess
(1) Except as otherwise provided by the Uniform Commercial
Codey the order of payment of the debts of a bank liquidated
by the department shall be as follows:

(3) the expense of Yiquidationy including compensation
of agentss employeess and attorneys;

(b) a1 funds of any other bank in process of
Tiquidation by the department and ptaced on deposit by the
department;

{c} all funds held by the bank in trust;

{d) debts due depositorse holders of cashier®s checkssy
certified checksy goptractual liabilitjess _and drafts on
correspondent bankss including protest feess paid by them on

valid checks or drafts presented after closing of the banks

-f-
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pro ratae All deposit balances of other banks or trust
companies and all deposits of public funds of every kind
{except those actually placed on special deposit under the
statutes providing therefor)e including those of the United
Statess the state of Montanas and every countys districte
municipalitys political subdivisions or public corporation
of this states whether secured or unsecured or whether
deposited in wiolation of law or otherwises are included
within the terms of this subsection (l1){d} and take the same
priority as debts due any other depositor. A}t-—centroctusd
+iebitities-pro-rataw Accrued interest on savings accountse
certificates of deposite or other interest-bearing
contractse up to the time of the closing of the banks shall
be considered as part of the debt due.

{e}] interest on the classes of claims contained in
subsections {1){a) through (1}{d) of this section without
regard to the priority computed from the date of closing of
the bank at the rate of TX a year;

(f} unliguidated claims for damaqes and similar
claimsy including claims of stockholders for amounts claimed
to have been voluntarily advanced to the bank or paid in by
way of special or voluntary or other assessmentse

{2) The department mayes in its discretionsy without
regard to the priorities fixed in subsections (1l){c) through

(1}(f) of this section or in preference to the payment of
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any claims of creditors within ihese subsectionse pay off
and discharge any lienes claims or charge against the assets
ar property of the bank in its hands and psy those sums it
considers necessary for the preservations maintenances
conservations and protection of those assets and property
and likewise property on which the bank has liens by
mortqage or otherwisee It may alsos in its discretione
create a fund or retain in its handsey in preference to the
claim of any crediters In subsections (1){c) through (1}(f)e
meneys goney for those purposess

{3) Collateral wivieh that has been put up or pledged

as security for the payment of bills payable by a banks or

toans or discounts whieh £Lhat have been outstanding as
rediscounts of a bank prior to the closing of ity is not
available to the othar creditors of the bank in whole or in
part until the bills payable or rediscounts have been
retireds after which offsets as provided in this section
shall be allowed.

{4) Deposits of a personsy flrme or corporation in a
bank which is in the possession of the department may be
offset against any indebtedness (subject to the conditions
of subsection {3) of this section)es except assessments on
stocks due to the bank from that persons firas or
corporatione All dividends when declared in favor of a

creditor of the bank may be applieds in the discretion of
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the departments in satisfaction of the indebtedness, if anye
due the bank from the creditore.®

Section 6e Section 32-2-406s MCAs is amended to read:

"32-2-406« Investmentse (1) A building and toan
association may invest the money of the association in:

{a) the bonds and securities of the United States,
bonds and other obligstions guaranteed as to interest and
principal by the United Statess and the stockse bondse
debenturess and other securities and obligations of any
federal home loan bank created under the laws of the United
States;

(b} the bonds and warrants of any staote and of any
countyy citys or school district of the state of Montana;

{c} the obligations of the federal savings and loan
insurance corporation Jlawfully issued pursuant to Title IV
of the National Housing Acti

{d} improved real estate which has been sold wunder
contracts Including suburban homes but not including farm
lands or =ining propertys Howeveres the total amount
remaining so investedy excluding real estate otherwise
acquiredy, shoeli-at-mo-time may not exceed 15% of its assetse
The amount so invested may not exceed 85% of the price
stipulated in the contract of sale or 85% of the value of
the property so purchasede whichever is the lesserts

{e) other bonds and securitiess not to exceed 10% of

-G~
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the association assetse

{2) Not over 10X of the assets of an association may
be invested in home office buildingse furnitures and
fixturese Other real property acquired in any manner or for
any purpose may not be held for more than S yearse except by
permission of the department.

{3) Notwithstanding other provisions of the lawe it
shed3——be js lawful for eny 3 building and loan association
oend ar other financial institution operating under the laws
of this state to invest the funds or meoneys gopey in their
its custody or possessions eligible for investment,y in-bonds
of-the—Home-Bwners*~toan—-€Eorporatieony in debentures issued
by the federal housing adsimnistratory and in obligations of
Netional——--Nortgage——-Associations pational ___mortgage
associations.”

Section Te Section 32-3-61ls MCAs is amended to read:

*32-3-611« Share insurancee. (1) Net-}oter-than-donusry
tv—3197b6v—ecach-credit-unton——shalti——spply——for-—insurence—-—on
shere-~aceounts—-under—the—-provisions—of-——Fitie—tf-of-the
fFederal-Credit-HUnton-Actv—-A-credit——union——which-~has—been
dented--o-—commitment——for-—-insurence—of-its—shere—sccounts
shett-erther-dissolver-rerge--with-onother-credit—union-which
+s-insured-under-¥itte-ii-of-the-—Federat-Eredit—-tnion——Acty
or-appty—in-writing-within-36-deys—of-deniat—to-the-director

of-the—department-ocf-business—requtation—for-odditional—time

—-10-
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»

to-—obtoin——an—insurance-commitmenty £ach credit union shall
provislons of Yitle II of the Federa)l Credit Union ACta

{2) Fhe—-director———of-—the--depsrtment-—of-—business
regulation—sheli-greant —additionel-time—for-the-credit—union
to——~obtetn———the--insurence-—commitment-—upon—satisfactory
evidence—that-the-credit-union——has--mede -or--is-—weking-—¢
sobstantist-—effort--to——achieve—the-conditions-precedent-te
asusnce—of-the-cosmitmentv——ddditional-tine—or—tines -sheld
not—-—extend-—toter—then-denusry—31v—319¥8+ Ng credit union may
begi . R i1 £t it

t3¥(4) The director of the department of business
regulation shall sake available reports of condition and
examination reports to the administrator of the nationatl
credit union administraticn and may accept any report of
examinatign made on behalf of such administratorse The
director wmay appoint the administrator of the national
credit union adeinistration as liguidating agent of an

insured credit union.”
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Approved by Committee
on Business and Indus

BILL NO. _&__

INTRODUCED 8BY

BY REQUEST OF THE CODE COMMISSIONER

A BILL FOR AN ACY ENTITLED: "™AN ACT TO GENERALLY REVISE AND
CLARIFY THE LAW RELATING TO FINANCIAL INSTITUTIONS; AMENDING
SECTIONS 32-1-424y 32-1-46%y 32-1-465¢ 32-1-506s 32-1-534,
32-2-406¢ AND 32-3-611s MCA."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANAZ
Section le Section 32-1-424s MCAy is amended to read:
"32-1-424. Investments of financial institutions. (1)

Trust and investment companies may leases purchases holds

and convey all sueh real or personal property es——may-~-be

necessary to carry on their authorized business. as well as
such real or personal property as the board of directors mey
deem considars necessary to acquire in the enforcement or
settiement of any claims or demands arising out of business
transactions and may execute and issues in the transaction
of their>businessg al} necessary receiptsy coartificatess and
contractse

(2) The board of directors of any such corporation #3
sutherized—to g3y invest the capital and assets of seéd the
corporation and keep the same invested in securities to be

approved by the boards and #t-sheli-be—tewfui-for the board
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to pay make such investments of its capital and assets and
of the funds accumulated by its businesse including wmoneys
dapositse or any part thereofs in negotiable .or
nonnegotiable notes or bondss mortgages on unencumbered real
estates stocks and bonds of corporationss or bonds and
warrants of any countyes citye towns of school! district of
this state or any other state of tha United States tegally
authorized to issue the sames or bonds or cobligations of the
United States.

{3) Notwithstanding other provisions of the lawe it
she¥i-bw ig Yauful for eny 3 banks trust companys investment
company end gr other financial énstitutéons institution
operating under the laws of this state to invest the funds
or moneys RODEY In thedr lts custody or possessione eligible
for investwents In-—bondes——of--the—-Hone-—~Ownerst-——toon
€orporetéony in debentures Iissued by the federal housing
adeinistratory and In obligations of Netiened-—Nertgeage
Assectstions paticnal mortgage assackations.®

Section 2. Section 32-1-464¢ MCAv is amended to read:

®3Z-1-464e Fraud by directors officers or employees A
directore officers agents or employee of a bank i; guilty of
a felony wheo if that person:

{1} knowingly recelves or possesses himself of any of
its propertys otherwise than in paysent for a just demandy

and with intent to defraud:

-2 COMSENT CALENDAR
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{a) omits to make or to cause or direct to be made a

full and true entry of it in its books and account; or
- (b) concurs in omitting to make any material entry
thereof;

{2) knowingly concurs in making or publishing any
written reporte exhibite or statement of its affairs or
pecuniary condition containing any material statement which
iz falses or

{3) having the custody or control of its bookse
willftully refuses or neglects to make a proper entry in the
books of that corporation as required by laws to exhibit
theme or allow them to be inspected and extracts to be taken
from them by the department.®

Section 3. Saection 32-1-4#65¢ NCAy is amsended to read:

¥32-1-465. Overdraft by officer or esployee -—
receiving personal profit from losne any An officers
directors agents tellers clerks or employee of eny a bank is

h If _that person edther:

guilty of a misd h
f1} knowingly overdraws his sccount with such bank and
thereby obtains the moneys noteses or funds of any such bdanki
or
{2Z) asks or receivesy OF consents or agrees to
recelvey any coamissions any premium on insurances
emolumenty Qratuity, of rewards or—any soneys propertys or

thing of value for his own personal benefit or eof personal
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advantage for procuring or endeavoring to procure for any
persons firme or corporation any loan from or the purchase
or discount of any papers notes drafts checks or bil1 of
exchange by such bank or for authorizing and permitting any
persons firme or corporation to overdraw any account with
such bank."

Section 4« Section 32-1-506¢ MCAe is amended to read:

"32-1-506« Assessment on capital stock to make good
impairmente (1) When the department determines that an
impalrment of capital exists in & banke it mays in its
discretions notify the board of directors of the bank by
written notice that the impairment existsy stating the
amount thereof in dollars and percentage of the capital
stocke and it mays in its discretions order the board to
make good the iwmpairsent within 90 days from date of the
noticee

{2Z) 7The board of directors shalls upon receipt of
notices convene and pass a resolution reciting the receipt
of the notice of impairment and calling a special meeting of
the stockholders of the bank in the manner provided in their
bylawse

{3) The stockholders at the meeting shall pass a
resolution reciting the facts of receipt of notice from the
departwments notice of impairments and notice of meeting and

assessing themselves by assessing the stock of records

-y
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payment of which assessment must be made within the tinme
limit specified by the department as provided in notice of
impairment.

(4) 1f there is any stock remeining on which the
assessment is not paid as provided in this sectione it or a
part of it as is necessary to pay the assessmont shall be
sold by the board of directorss acting through the cashier
or secretary of the banke at public or privatea ssley as
appears best for all concernedes not less than 30 days after
the day fixed for payment of assessment. Notice of the time
and placte 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 sc sold and wmakes them void in the
hands of the stockholdery or 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 him or any
pledgee or assignee of the stock for the remaining shares:
if anye The record of the original certiflicate sold shall
be marked canceled on the books of the banke and that record
is prima facie evidence of the regularity of the proceedings

for the sale of the stock.
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{5y 1If a bank fails to make good its capital
impairsent upon demand of the departments as provided in
this sections the department may ismediately take charge of
that bank and proceed to liquidate it as in case of
insolvencys

{6} 1f the stock does not sell for enough to pay the
assessoent on its the board of directors may sus in the nanme
of the corporation to collect the deficiency from the record
hodder fTochholder of record whose stock has been sold for
the assessment.”

Saction S« Section 32-1-534y MCAs Is amended to read:

*32-1-534. Claims ~— order of payment — prioritiese
{1) Except as otherwise provided by the Unifors Commerciatl
Codes the order of payment of the debts of a bank liguidated
by the department shall be as follows:

(ai. the expense of liquidations including compensation
of agents+ employeess and attorneys;

{b) 311 funds of any other bank in process of
liquidation by the departeent and placed on deposit by the
departwent;

fc) 311 funds held by the bank in trust;

{d) debts due depositorse holders of cashier's checkse
certified checksy gontractual liabilitiess and drafts on
correspondent bankse including protest feesy paid by them on

valid checks or drafts presented after closing of the banks

* sF F7
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pro ratae All deposit balances of other banks or trust
companies and al'l deposits of public funds of every kind
(e;cept those actually placed on special deposit under the
statutes providing therefor)s including those of the United
Statess the state of Montanay and every countye districte
municipatitys political subdivisions or public corporation
of this states whether secured or unsecured or whether
deposited in violation of law or otherwises are included
within the terms of this subsection (1)(d) and take the sasme
priovity as debts due any other depositors. A —-—contractued
+iabH fties-pro-reter Accrued interest on savings accountse
certificates of deposity or other interest-bearing
contractse up to the time of the closing of the banks shall
be considered as part of the debt dle.

{e) interest on the classes of claims contained in
subsections (1){a} through {1)(d)} of this section without
regard to the priority computed from the date of closing of
the bank at the rate of TX a year:

{f) untiquidated claims for dasages and similar
claimse including claims of stockholders for amounts claimed
to have been voluntarily advanced to the bank or paid in by
way of special or voluntary or other assessmentse

(2} The departeent mays in its discretions without
regard to the priorities fixed in subsections (1){c) through

{1){f) of this section or in preference to the payment of
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any claims of creditors within these subsectionss pay off
and discharge any liens claims or charge agaiﬁst the assets
or property of the bank in its hands and pay those sums it
considers necessary for the preservations maintenancey
conservations and protection of those assets and property
and likewise property on which the bank has liens by
mortgage or otherwises It wmay alsos in its discretiony
create a fund or retain in its handsy in preference to the
claim of any creditors in subsections {1)(c} through (1}(f)e
monays money for those purposess

{3) Collateral whiech Lthat has been put up or pledged
as security for the paywment of bills payable by a banky or
toans or discounts whieh tLthat 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
retireds after which offsets as provided in this sectior
shall be allowed.

{4) Deposits of a persons firme or corporation in a
bank which is in the pessession of the department may be
offset against any indebtedness (subject to the conditions
of subsection {3) of this section}s except assessments on
stocks due to the bank from that persone firme or
corporatione A1l dividends when declared in favor of a

creditor of the bank may be applieds in the discretion of
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the departments in satisfaction of the indebtednesss if anye
due the bank from the creditor.®

Section 6« Section 32-Z-406¢ MCAs is amended to read:

"32-2-406« Investmentse. {1} A building and loan
association may invest the money 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 Statess and the stockse bondse
debenturesy and other securities and obligations of any
federal home loan bank created under the laws of the United
States:

{b) the bonds and warrants of any state and of any
countys citys or school district of the state of Montana;

{c, the obligations of the federal savings and 1loan
insurance corporation tlawfully issued pursuant to Title IV
of the National Housing Act;

{d} improved real estate which has been sold under
contracts including suburban homes but not inciuding farm
lands or mining propertye Howevere the total amount
remaining so investedy excluding real estate otherwise
acquireds sheli-st-no—tiwe gay not exceed 153 of Its assetse.
The amount so invested may not exceed 85X of the price
stipulated in the contract of sale or 85% of the value of
the property so purchaseds whichever is the lesserts

{e)} other bonds and securitiess not to exceed 10% of

-9-

L

" I A L

10

12
13
14
15
16
17
18
19
20
21

22

24

25

LC 0014/01

the association assetse

{2) Not over 10X of the assets of an association wmay
be invested In home office buildingss furnitures and
fixturese Other real proparty acquired in any manner or for
any purpose may not be held for more than 5 ysarss except by
permission of the departmente

{3) Notwithstanding other provisions of the lawe it
shedd--be s Tawful for emy a building and Toan association
end gr other financial institution operating under the laws
of this state to invest the funds or meneys gongy in their
its custody or possessions @ligible for investwments +n—bonds
of —-the—Howe—-Swnersi~toan-Corporeatieny in debentures Issued
by the federal housing adeinistratory and in obligations of
Netionad———Mortgage———-Associations patignal _ _sortgage
assgciationse™

Section Te Section 32-3-611s MCAsy Is amended to read:

®32-3-611. Share insurance. (1} Net—Iloter—thon—dJonuvery
1v-319F6v-eoch-eredi-t-union--shai-—eppiy—-For-—insurence——on
share——accounts——under—the—provisions—of —Fitie-fi-of-the
Federat-Eredit-tnion-Actv——A-credit--unfon--which——hes—been
denied—-o--ee-.ie-ant—-for-+nsufenee——af—ies—shef;—aecount:
shati~sither-dissotver-nerge-with-snother-credit-union-which
s-insured-under—¥itie-ii-of-the-Federal-Eredit—-Union——Aety
or-eppiy-in-writing—within-36-deys—of-deniat—to-the-director
of-the-deperteent-of-business—reguietion-for-additional-—time

-10- Y B é?’ﬁ;
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{2} Fhe——director-——of—the-—departeent—of—business
reguietion—shelt-grant—edditional-tine for-the-credit-——union
to--~obtein-—the-—insurance—connitwent-—opon-—setisfectory
svidence—thet-the-credit-wnion—-hes——nede--or-—¥ts——meking-—a

in 32-3-20%.

) €3¥(4) The director of the department of business
regulation shall msake available reports of condition and
examination reports to the admsinistrator of the national
credit union adainistration and may accept any report of
examination wmade on behalf of such administratorse The
director may appoint the adasinistrator of the national
credit union administration as liquidating agent of an

insured credit union.”
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SENATE BILL NO. 89

INTRODUCED BY HAZELBAKER

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 32-1~424y 32-1-464+ 32-1-465¢ 32-1-506¢ 32-1-534,

32-2-406s AND 32-3-611ls MCA.*™

8€ IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:

Section l« Section 32-1-424¢ NCAy is amended to read:

"32-1-424. Investments of financial institutions. (1)
Trust and investment companies may leases purchases holdy
and convey all sueh real or personal property as--may--be
necessary to carfy on their authorized businessy as well as
such real or personal property as the board of directors may
deem considers necessary to acquire in the enforcement or
settlement of any claims or demands arising out of business
transactions and may execute and issuer in the transaction
of their dusinossy 3all necessary receiptses certificatess and
contractse

{2} The board of directors of any such corporation +s
author+ted-to may invest the capital and assets of seéd the
corporation and keep the same invested in securities to be

approved by the boards and +t-shatt-be-tawful-for the board
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ts 23y make such investments of its capital ana assets and
of the funds accumulated by its businesss including moneys
depositsy or any part thereofs in negotiable or
nonnegotiable notes or bondss mortgages on unencumbered real
estates stocks and bonds of corporationse or bonds and
warrants of any countys citys towns or schoo) district of
this state or any other state of the United States Jlegally
authorized to issue the sames or bonds or obligations of the
United Statese.

{3) Notwithstanding other provisions of the lawe it
shoetd-be is 1awful for eny 3 banks trust companys investment
company end 90r other financial #nstitations jinstitutioon
operating under the laws of this state to invest the funds
or monmeys goney in thesr jts custody or possessions eligible
for investments +n——bends--of--the-~--Home---Bunerst---teosn
Eorporstiony in debentures issued by the federal housing
administratory and in obligations of Netionsl--Mortgege
Asseeciotions pational sortgage associations.®

Section 2. Section 32-1-464¢ MCAy Is asended to read:

"32-1-464. Fraud by directorsy officers or employees A
directors officers agents or employee of a bank is guilty of
a felony whe jf_ithat person:

() knowingly receives or possesses himself of any of
its propertys otherwise than in payment for a just demands
and with intent to defraud:

-2- SENATE CONSENT CAILENDAR 5B 89
HOUSE REFERENCF BTLL.
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(a) omits to wmake orf to cause or direct to be made a
full and true entry of it in its books and account; or

{b) concurs in omitting to make any material entry
thereof;

{2) knowingly concurs in making or publishing any
written reporte exhibite or statement of its affairs or
pecuniary condition containing any material! statement which
is false; or

{3) bhaving the custody or control of its Dookse
willfully refuses or neglects to make a proper entry in the
books of that corporation as requitred by lTawe to exhibit
thems or allow thea to be inspected and extracts to be taken
from them by the department.”

Section 3. Section 32-1-465s MCAy is amended to read:

#32-1-465. Overdraft by officer or employee -—-
receiving personal profit from loan. #Any Apn officers
directore agents tellers clerky or employee of eny 3 bank is
quilty of a misdemeanor when-sueh jf_thai person eirther:

{l1) knowingly overdraws his account with such bank and
thereby obtains the moneys notess or funds of any such bank;
or

{2) asks or receivesy or consents or agrees to
receivey any commissiony any premium ON  INSUrances
emoluments gratuitys or rewards or-any moneys propertye or

thing of value for his own personal benefit or ef personal

-3- S8 89
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advantage for procuring or endeavoring to procure for any
persone firme or corporation any Yocan from or the purchase
or discount of any papere notes drafts checks or bill of
exchange by such pank or for authorizZing and permitting any
paersons firms or corporation to overdraw any account with
such banke."

Section 4. Section 32-1-506y MCAy is amended to read:

"32-1-506. Assessment on capital stock to make good
impairmente (1) ®When the department determines that an
impairment of capital exists in a banks it mayse in its
discretione notify the board of directors of the bank by
written notice that the impairment existss stating the
amount thereof in dollars and percentage of the capital
stocks and it maye in its discretions order the board to
make Jood the impairment within 90 days from date of the
notices.

(2} The board of directors shalles wupon receipt of
notices convene and pass a resolution reciting the receipt
of the notice of impairment and calling a special meeting of
the stockholders of the bank in the manner provided in their
bylawse

(3) The stockholders at the mweeting shall pass a
resotution reciting the facts of receipt of notice from the
departments notice of impairments and notice of meeting and

assessing themselves by assessing the stock of recordy

-ty = S8 89
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payment of which assessment must be wade within the time
limit specified by the department as provided in notice of
impairmente.

{#) 1f there is any stock remaining on which the
assessment is not paid as provided in this sections it or a
part of it as is necessary to pay the assessment shall be
sold by the board of directorss acting through the cashier
or secretary of the banke at public or private sales as
appears best for all concerneds not less than 30 days after
the day fixed for payment of assessment. Notice of the time
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 salee. 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 makes them wvoid in the
hands of the stockholdery gr his assigns or pledgees. A new
certificate shall be issued by the bank to the purchaser for
the number of shares purchased and 3 new certificate iIssued
to the stockholder of record and delivered to him or any
pledyee or assignee of the stock for the remaining sharess
if any« The record of the original certificate sold shall
be marked canceled on the books of the banks and that record
is prima facie evidence of the regularity of the proceedings

for the sale of the stocks.
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() IFf E bank fails to make good its capital
impairment upon demand of the departments as provided in
this sections the department may immediately 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
assessment on ity the board of directors may sue in the name
of the corporation to collect the deficiency from the recerd
motder stockholder of rscard whose stock has been sold for
the assessment.”

Section 5. Section 32-1-534: MCAsy is amended to read:

*32-1-534. Claims -- order of payment -- prioritieses
(1) Except as otherwise provided by the Uniform Commercial
Codey the order of payment of the debts of a bank liquidated
by the department shall be as follows:

fa) the expense of liquidations including compensation
of agentss employeess and attorneys;

{t}) all funds of any other bank in process of
liquidation by the department and placed on deposit by the
department;

fc) all funds held by the bank in trust;

(d) debts due depositorses holders of cashier®s checkss
certified checkss gontractual liabilitiess _and drafts on
correspondent bankss including protest feess paid by them on

valid checks or drafts presented after closing of the banke

-f- SB 89
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pro ratae All deposit balances of other banks or trust
companies and all deposits of public funds of every kind
{except those actually placed on special deposit under the
statutes providing therefor)r» including those of the United
Statese the state of Montanas and every countys districte
municipalitys political suvbdivisions or public corporation
of this states whether secured or unsecured or whether
ceposited in wviolation of law or otherwises are included
within the terms of this subsection {(1)(d) and take the same
priovity as debts dus any other depositore Ali--eentractush
teaditities-pro-retas Accrued interest on savings accountse
certificates of deposite or other interest-bearing
contractse up to the time of the closing of the banke shall
be considered as part of the debt due.

{e) interest on the classes of claims contained in
subsections {(1}(a) through (1){d) of ¢this section without
regard to the priority computed from the date of closing of
the bank at the rate of TX% a year;

{f} _unliquidated clsims for damages and similar
claimsy including ctaims of stockholders for amounts claimed
to have been vo!untqrilv advanced to the bank or paid in by
way of special or voluntary or other assessmentse

(2) The department mays in its discretiones without
regard to the priorities fixed in subsections {l}{c} through

{1){f) of this section or in preference to the payment of

-7- sB 89
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any claims of creditors within these subsectionss pay off
and discharge any liens claime or charge against the assets
or property of the bank in its hands and pay those sums it
considers necessary for the preservations maintenances
conservations and protection of those assets and property
and likewise property on which the bank has liens by
mortyage or otherwises 1t may alsor in its discretions
create a fund or retain in its handss in preference to the
claim of any creditors in subsections (1){c) through (1)({f}s
moneys pongy for those purposess

(3} Collateral whieh that has been put up or pledged
as security for the payment of bills payable by a banky or
loans or discounts whieh that have been outstanding as
rediscounts of 3 bank prior to the closing of ity is not
available to the other creditors of the bank in whole or in
part wuntil the bills payable or rediscounts have been
retireqgs after which offsets as provided in this section
shall be allowed.

{4} ODeposits of a persons firme or corporation in a
bank which iS$ in the possession of the departwment may be
offset against any indebtedness [subject to the conditions
of subsection {(3) of this section)s except assessments on
stocks due to the bank from that persons firms or
corporatione A1l dividends when declared in favor of a

creditor of the bank may be applieds in the discretion of

[ S8 B89
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the departments in satisfaction of the indebtedness:s if anys
due the bank from the creditor.™

Section &« Section 32-2-406e MCAs is amended to read:

®32-2-406e. Investmentsa {1) A building and loan
association may invest the money of the asseociation in:

(a) the bonds and securities of the United States,
bonds and other obligations guaranteed as to interest and
principal by the United Statese and the stockse bondss
debenturess and other securities and obligations of any
federal home loan bank created under the laws of the United
States;

{b} the bonds and warrants of any state and of any
countys citysy or school district of the state of Montanas

(c} the abligations of the federal savings and 1loan
insurance corporation Jlawfully issued pursuant to Title IV
of the National Housing Act;

td) improved real estate which has been sold under
contracts including suburban homes but not including farm
lands or mining propertys Howevers the total amount
remaining so investeds excluding real estate otherwise
acquiredy shali-at-no-time pay pot exceed 15% of its assets.
The amount so invested may not exceed B85 of the price
stipulated in the contract of sale or 85% of the value of
the property so purchaseds whichever is the lesserty

{e) other bonds and securitiess not to exceed 10X of

-G~ s3 89
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the association assets.

{2) Not over 10% of the assets of an association wmay
be invested in home office buildingse furniture,s and
fixtures. Other real property acquired in any manner or for
any purpose may not be held for more than 5 yearse. except by
permission of the department.

{3} Notwithstanding other provisions of the law: it
shatt-be j5 1awful for say 3 building and 1loan association
and gr other financial institution operating under the laws
of this state to invest the funds or moneys papngy in their
its custody or possessions eligible for investments +n—bonds
of--the--Home-Bwnersi-toan-Gorperetionr in debentures issued
by the faederal housing administratory and in obligations of
Notionel-—---Mortgage--~-Asseeiotions paticnal . __mortgage
associations.”

Section T« Section 32-3-561lls MCA, is amended to read:

*32-3-611a Share insurance. {1} Not-teter-than-January
ty—-19F6y~-ecseh--eredit-~union--shali-apply-for-insurance-on
share-sceounts-under-the--provisions--of--Fitte—-1§--o0f--the
Feders¥--tredit--Union--Actv-——-A-eredit-union—which-has-been
denied-a-commitment-for--insurance——of--its--share--accounts
shelt-either-dissolver-merge-with-another-credit~union-whieh
+e--insured-~under~-¥fitie-ti-of-the-Federal-Eredit-bnion-Aecty
or-apply-in-uriting-within-38-days-of-deniat-to-the-director

of -the-department-of-business-reguistion-for-additronat-time
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to-obtein-an-insurance-commituents Fach credit _upjon _sball
saintaio_ __jpsurance oo _jts_share _accouots. _yoger _the
provisions of Title II of the Federal Credit Union AcCte

(2} Fhe-—divector--of--the--departaent---of---business
reguiotion--sheli-grent-edditionat-tine-for-the-eredit-union
to--obtain--the--insurance-—conmttment-—-upon---satisfactory
ev#deﬂee’-thot-fthe-—ered+t--union-—hns——node—er-is-noking—e
substontiot-effort-te-achieve-the--condittons--precedent-—to
tssuence--of-the-commitments—-Additionel-tine-or-times-sheld
notfnueend-¥ceor-thon-donuofy—iv-i?#&. Ho credit uynion. _may
begio cosraticn or transact any business until proof that ik
bas _gbtained _insuraoce under tbe provisions of Yitle LI of
the_federal Credit Union _Act has been furnisbhed _to _the
director of the depagrtment of business regulatiogs

131 & credit union _operating _in _violation of this
section is subject to ag order of susgension as provided for
in _32-2-205.

+3%14) The director of the department of Dbusiness
ragulation shall wake available reports of condition and
examination reports to the administrator of the national
credit union administration and wmay accept any report of
examination made on benalf of such adwinistratorse The
director may appoint the administrator of the national
credit upion administration as Jliquidating agent of an

insured credit union."
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