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THE STATE BANKING: BOARD TO 

FINANCIALLY TROUBLED BANK AS A BRANCH BANK 

MONTANA BANK IN CERTAIN EMERGENCY 

AMENDING SECTIONS 15-31-114, 15-31-702, 32-1-202, 

32-1-371, AND 32-1-372, MCA. 11 

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

Section 1. Section 32-1-371, MCA, is amended to read: 

"32-1-371. Consolidation or merger of banks. ( 1) The 

words "bank'' or ''banks'' as used in this section include 

commercial banks, savings banks, trust companies, investment 

companies, and other such corporations carrying on the 

business of banking, trust company, or investment company 

under the laws of this state or doing business in this state 

under the national banking laws of the United States. 

(2) Any two or more banks doing business in this state 

may, with the approval of the state banking board tn--~he 

e8~e--or-~e8~e-benk~, consolidate or merge into one bank, on 
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such terms and conditions as may be lawfully agreed upon by 

a majority of the board of directors of each bank proposing 

to consolidate or merge. Such consolidation or merger, 

before it becomes effective, must be ratified by the consent 

in writing of the shareholders of each such bank owning at 

least two-thirds of its capital stock outstanding, provided 

that the capital stock of such consolidated or merged bank 

may not be less than that required under existing law for 

the organization of a bank of the class of the largest of 

the banks so consolidating. 

(3) (a) Before consolidating or merging with another 

bank, a bank interested in being consolidated or merged 

shall file with the board a notice of intent to consolidate 

or merge. Within 60 days of su~h filing, any other bank 

interested in consolidating or merging with the bank that 

has filed such a notice of intent shall file with the board 

an expression of interest, naming the bank to be 

consolidated or merged. 

(b} Commercial banks, as defined in 32-1-105, that are 

owned by a Montana corporation, a Montana partnership, or 

citizens of Montana have a priority right to consolidate or 

merge with a bank that has filed_ a notice of intent under 

:!_U._~~-e-~~-i:_~~ (a). If no Montana-owned bank has filed an 

expression of interest under subsect _ _Lc:!: _( 3) (a), a commercial 

bank doing business in Montana and owned by an out-of-state 

-2- INTRODUCED BILL 
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holding company may consolidate or merge with the bank that 

has filed notice. If a filing of an ex~ession of interest 

by a Montana bank has been made, the bank owned by an 

out-of-state holding company m~.not lawfully enter into a 

consolidation or merger agreement or negotiations for 150 

days from the date of the filing of the notice of intent to 

consolidate or merge. The price and terms negotiated by the 

out-of-state holding company may not be less than the pr1ce 

and terms offered or negotiated by any Montana-owned bank. 

l£l__The restrictions of subsections (3)(a) and (3)(b) 

do not apply to the merger or consolidat~~-~---of tw_2_~ more 

commercial banks that are doing business in Montana and that 

are owned by an out-of-state holding company as of October 

1, 1987. 

t3tl!l Upon such consolidation or merger, the 

corporate franchise, corporate life, being, and existence 

and the corporate rights, powers, duties, privileges, 

franchises, and obligations, including the rights, powers, 

duties, privileges, and obligations as trustee, executor, 

administrator, guardian, and all and every right, power, 

duty, privilege, and obligation as fiduciary, together with 

title to every species of_ property, real, personal, and 

mixed of such consolidating or merging bank and banks sh~±±, 

without the necessity of any instrument of transfer, ~eeome 

are consolidated or merged and continued in and held, 
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enjoyed, and assumed by the consolidated or merged bank, and 

such bank sha%%-have-aft~-~"joy has the right equal as to 

priorities with any other applicant to appointment by the 

courts to the offices of executor, administrator, guardian, 

or trustee under any will or other instrument made prior to 

such consolidation or merger and by which will or instrument 

such consolidating or merging bank was nominated by the 

maker to such office. 

(5) Upon consolidation or merger, the consolidated or 

merged bank shall designate and operate one of the prior 

main banking houses of the consolidating or merging banks--~-~ 

its main banking house, and the bank may ma_intain and 

continue to operate the main banking houses of each of the 

other consolidating 9r merging banks as a separate office. 

Any service_or function that may be performed or offered at 

the main banking house of the canso! ida~~~ or merged bank 

may be offered or provided at the separate office. 

(6) Notwithstanding the provisions of 15-31-114 and 

15-31-702, in the case of the consolidation or merger of 

banks under this section, each of the consolidated or merged 

banks shall apportion taxes paid to local governments based 

on the percentage of deposits of each bank in each locality 

at the time of the merger or consolidation." 

NEW.SECTION. Section 2. Independent bank defined. For 

the purposes of 32-1-372, an independent bank is a 
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commercial bank: 

(1) not owned or controlled, directly or indirectly, 

by a bank holding company with its principal executive 

office located either inside or outside this state, as 

defined in the federal Bank Holding Company Act of 1956, as 

amended; or 

(2) owned or controlled, directly or indirectly, by a 

bank holding company with its principal executive office 

located either inside or outside this state, as defined in 

the federal Bank Holding Company Act of 1956, as amended, 

which controls, directly or indirectly, not more than one 

bank doing business in this state. 

Section 3. Section 32-1-372, MCA, is amended to read: 

~32-l-372. Branch bank prohibited-- exceptions. (1) 

No bank may maintain any branch bank, receive deposits, o~ 

pay checks except over the counter of and in its own banking 

house, provided that nothing in this section prohibits 

ordinary clearinghouse transactions between banks. 

(2) With the prior approval of the department, any 

bank doing business in this state may establish and maintain 

not more than one detached drive-in and walk-up facility 

consisting of one or more teller windows. The distance of 

the facility from the ma1n banking house may not exceed 

1,000 feet measured in a straight line from the closest 

point of the main banking house to the farthest point of the 
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detached facility. The facility may not be closer than 200 

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

300 feet to the main banking house of any other bank, the 

measurement to be made in a straight line from the closest 

points of the closest structures involved. The distances 

herein specified in relation to a facility operated by any 

other bank and in relation to the main banking house of any 

other bank may be decreased by mutual written agreement of 

the banks involved to not closer than 150 feet to a facility 

operated by any other bank or closer than 200 feet to the 

main banking house of any other bank, the measurement to be 

made in a straight line from the closest points of the 

closest structures involved. The service of the facility 

~h~TT-be is limited to receiving deposits of every kind, 

cashing checks or orders to pay, receiving payments payable 

at the bank, and such other transactions as are normally and 

usually conducted or handled at teller windows in the main 

banking house. 

13) An independent bank, as defined in [section 2], 

may establish and maintain not more than two branch banks in 

this state if: 

{a) the brdnch ~ank is to be established within a 

municipalit~ in which no bank 

application; 

l!>L the branch bank to be 
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municipality having a population of more than 8,000 persons 

according to the !ast previous census; or 

(c) the branch bank to be establishe9-_____ i~ in a 

municipality having a population of 8,000 persons or less 

and all the banks havil]_c;L -~-_principal office in that 

municipality consent in writing to the establishment of the 

branch bank. 
~~--~---

t3ti!l (a) Any bank authorized to do banking business 

in this state may utilize a satellite terminal as defined in 

the Montana Electronic Funds Transfer Act and at any 

location permitted by the Montana Electronic Funds Transfer 

Act. The use of satellite terminals hereby authorized ~ha~± 

is not be subject to the restrictions on location, 

transaction, or number applicable to detached drive-in, 

walk-up, or teller facilities. 

(b) A satellite terminal other than a point-of-sale 

terminal may not be closer than 200 feet to a facility 

operated by any other bank or closer than 300 feet to the 

main banking house of any other bank, the measurement to be 

made in a straight line between the closest points of the 

closest structures involved. The distances herein specified 

in relation to a facility operated by any other bank and in 

relation to the main banking house of any other bank may be 

decreased by mutual written agreement of the banks involved 

to not closer than 150 feet to a facility operated by any 
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other bank or closer than 200 feet to the main banking house 

of any other bank, the measurement to be made in a straight 

line between the closest points of the closest structures 

involved. 

(5} Following a consoli~ati_~~~~~~r, only a bank 

meeting the criteria of 32-1-105 may maintain and continue 

to operate the main banking houses of the consolidat:_~n9__ __ ~_£ 

merging banks, as provide~ by 32-1-371(5), as separate 

offices. 

(6) If the board finds an impairment of capital and 

that a bdnk is insolvent under 32-1-503 or, with respect to 

a natio_nal bank, if the comptroller of the currency or other 

federal regulatory agency finds an impairment of capital and 

that the bank is insolvent under ~icable federal 

£..~':!.f:.~_~on~--- .9..!:!i.- if the bank is the only bank within the 

incorporated limits of a municipality, the board may 

determine the bank to be eligible to be established as an 

emergency branch bank. Upon making that determination and 

upon application of a bank that is currently authorized, 

organized, and operating as a bank doing business in this 

state under the laws of this state and which has been 

approved by the federal deposit insurance corporation to 

acquire the emergency branch bank, the board shall authorize 

and order the approval of the emergency branch bank and the 

acquiring bank shall amend its articles of agreement to show 
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the addition of the emergency branch bank as provided under 

32-1-301. The emergency branch bank shall open for business 

on the first business day following approval by the board or 

on the day stipulated in the order of the board. No 

emergency branch bank may be closed or moved to a new 

lOcation without the approval of the board. 

(7) Applications for establishing, operating, or 

relocating an emergency branch bank must be filed with the 

board and accompanied by a filing fee of $1,500. 

(81 The board may promu~gate rules to implement 

subsections (3) and {5) through (7).'' 

Section 4. Section 32-1-202, MCA, is amended to read: 

"32-l-202. Powers and duties of board. The state 

banking board shall: 

(1) make final determinations upon applications for 

certificates of authorization for new banks, branch banks, 

emergency branch banks, mergers, consolidations, and 

relocations of banks; 

(2} act in an advisory capacity with respect to the 

duties and powers given by statute or otherwise to the 

director of the department of commerce as the duties and 

powers relate to banking.'' 

Section 5. Section 32-1-203, MCA, is amended to read: 

"32-1-203. Rules adopted by board branch banks, 

emergency branch banks, and new banks. The board shall adopt 
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rules necessary for the administration of 32-l-201 through 

32-1-206 in accordance with the Montana Administrative 

Procedure Act. In particular, the board shall adopt rules 

concerning the authorization of new banks, branch banks, and 

emergency branch banks. Such rules shall contain minimum 

standards under which an application for a new bank, branch 

~ank, or emergency branch bank ~hai± must be determined, 

including the following: 

(1) a persuasive showing that there is a reasonable 

public necessity and demand for a new bank, branch bank, or 

emergency branch bank at the proposed location: 

(2} that the bank, branch bank, or ern~rgency branch 

bank will be owned and managed by persons of good moral 

character and financial integrity and will be safely and 

soundly operated; 

(J) a persuasive showing that the new bank~_Eranch 

bank, or emergency branch bank will have a sufficient volume 

of business to assure solvency and that establishment of the 

new bank, branch bank, or emergency branch bank will be in 

the public interest." 

Section 6. Sect~on 15-31-702, MCA, is amended to read: 

''15-Jl-702. Distribution of corporation license taxes 

collected from banks or savings and loan associations. ( l) 

ATT Subject to the provisions of 32-l-371{6), all 

corporation license taxes collected from banks and savings 

-10-
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and loan associations ~~ati must be distributed in the 

following manner: 

{a) 20% must be remitted to the state treasurer to be 

allocated as provided in 15-l-501(2); and 

(b) 60% is statutorily appropriated, as provided in 

17-7-502, for allocation to the various taxing jurisdictions 

within the county in which the bank or savings and loan 

association is located. 

(2) The corporation license taxes distributed under 

subsection (l)(b) ~h~ii must be allocated to each taxing 

jurisdiction in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxing 

authorities of the district in which the bank or savings and 

loan association is located. 

(3) "Taxing jurisdictions" means, for the purposes of 

this section, all taxing authorities within a county 

permitted under state law to levy mills against the taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located. 

(4) If a return filed by a bank or savings and loan 

association involves branches or offices in mare than one 

taxing jurisdiction, the department of revenue shall provide 

a method by rule for equitable distribution among those 

taxing jurisdictions.'' 

Section 7. Section 15-31-114, MCA, is amended to read: 
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"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

(l) All the ordinary and necessary expenses paid or 

incurred during the taxable year in 

operation of its business and 

the maintenance and 

properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

(2) {a) Ail Except as provided in 32-1-371, all losses 

actually sustained and charged off within the year and not 

compensated by insurance or otherwise, including a 

reasonable allowance for the wear and tear and obsolescence 

of property used in the trade or business, such allowance to 

be determined according to the provisions of section 167 of 

the Internal Revenue Code in effect with respect to the 

-12-
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taxable year. All elections for depreciation shall be the 

same as the elections made for federal income tax purposes. 

No deduction shall be allowed for any amount paid out far 

any buildings, permanent improvements, or betterments made 

to increase the value of any property or estate, and no 

deduction shall be made for any amount of expense of 

restoring property or making good the exhaustion thereof for 

which an allowance is or has been made. 

(b) {i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

"net operating loss'' means the excess of the deductions 

allowed by this ~ection, 15-31-114, over the gross income, 

with the modifications specified in {ii) of this subsection. 

IE fur any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 

be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

r1et operatinq lo~s for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 
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carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

amount of such loss over the sum of the net income for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (ii)(B) of this subsection and by 

determining the amount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii) The modifications referred to in (i) of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(B) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 

years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective for the 

taxable year tor which the return claiming the net upecating 

loss carryover is filed. 

-14-
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(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

{iv) In the case of a merger of corporations, the 

surviving corporation shall not be allowed a net operating 

loss deduction for net operating losses sustained by the 

merged corporations prior to the date of merger. In the case 

of a consolidation of corporations, the new corporate entity 

shall not be allowed a deduction for net operating losses 

sustained by the consolidated corporations prior to the dQte 

of consolidation. 

(v) Notwithstanding the provisions of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before Decembe~ 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 

1971. 

( 3) 

and gas 

depletion 

In the case of mines, other natural deposits, oil 

wells, and timber, a reasonable allowance for 

and for 

reasonable allowance 

depreciation of 

to be determined 

improvements; such 

according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 
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Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

{4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from ~uch 

property or business would be taxable under this part. 

(5) (a) Taxes paid within the year, except the 

following: 

(i) Taxes imposed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

{iii) Taxes on or according to or measured by net 

income or profits imposed by authority of the government of 

the United States. 

(iv) Taxes imposed by any other state or country upon 

or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

-16-
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61-3-532, and fees in lieu of taxes for motorcycles and 

quadricycles, as provided by 61-3-541, paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8) (a) Except as provided in subsection (b), 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shall not allow in 

10 the rate base of a regulated corporation the inclusion of 

11 contributions made under this subsection. 

12 

13 {8)' 

{9) In lieu of the deduction allowed under subsection 

the taxpayer may deduct the fair market value, not to 

14 exceed 30% of the taxpayer's net income, of a computer or 

15 other sophisticated technological equipment or apparatus 

16 intended for use with the computer donated to an elementary, 

17 secondary, or accredited postsecondary school located in 

18 Montana if: 

19 

20 after 

{a) 

the 

the contribution 

manufacture of 

21 substantially completed: 

is made no later than 5 years 

the donated property is 

22 (b) the property is not transferred by the donee in 

23 exchange for money, other property, or services; and 

24 {c) the t~xpayer receives a written stdtement from the 

25 donee in which the donee agrees to accept the property and 
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representing that the use and disposition of the property 

will be in accordance with the provisions of (b) of this 

subs~ction (9)." 

NEW SECTION. Section 8. Codification instruction. 

Section 2 is intended to be codified as an integral part of 

Title 32, chapter 1, part 1, and the provisions of Title 32, 

chapter 1, part 1, apply to section 2. 

-End-
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APPROVED BY COMM. ON 
BUSINESS & INDUSTRY 

STATEMENT OF INTENT 

SENATE BILL 198 

Senate Business and Industry Committee 

A statement of intent is required for this bill because 

6 it grants rulemaking authority to the state banking board 

7 within the department of commerce. 

8 It is intended that the board adopt such rules as are 

9 necessary to: 

10 ( 1) issue a certificate of authority for an emergency 

11 state-chartered bank; and 

12 (2) authorize and order the approval of an emergency 

13 branch bank. 

14 The rules are designed to allow emergency chartering 

15 and branching in the case of state banks and are similar to 

16 federal laws governing failed national banks. 

17 It is contemplated that the rules will provide the 

18 exact processes and limitations that the board shall use for 

19 emergency chartering and branching. Because such authority 

20 will only exist in emergency circumstances, it is further 

21 contemplated that the board shall authorize the commissioner 

22 to make such decisions as he may determine are warranted 

23 under the circumstances existing. Further, the rules in 

24 regard to emergency branching are to be effective only upon 

25 verification that the board did not issue an emergency 

~•> """"''"" Cou•<" 

( 

1 

' 
SB 0198/si 

charter and only in specified geographic areas. 
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SENATE BILL NO. 198 

INTRODUCED BY THAYER, MANUEL, VINCENT, HARPER, REGAN, 

WALKER, MILLER, O'CONNELL, DONALDSON, ECK, JACOBSON, ASAY, 

D. BROWN, KEATING, ADDY, LORY, HIMSL, PHILLIPS, MENAHAN, 

POULSEN, KENNERLY, KITSELMAN, MANNING, PAVLOVICH, QUILICI, 

VANVALKENBURG, J. BROWN, HARRINGTON, c~RIPPEN, MCCORMICK, 

MEYER, MCCALLUM, DAILY, STIMATZ, DRISCOLL, STRIZICH, 

KEENAN, LYNCH, HAFFEY, ANDERSON 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING THE 

CONTINUED OPERATION OF THE MAIN BANKING HOUSES OF BANKS THAT 

CONSOLIDATE OR MERGE; DEFINING AN INDEPENDENT BANK; 

AUTHORIZING DE NOVO BRANCHING BY INDEPENDENT BANKS; 

AUTHORIZING THE COMMISSIONER TO ISSUE A CERTIFICATE OF 
---~-- -- ·---

AUTHORITY WITHOUT HEARING AND NOTICE IN CERTAIN EMERGENCY 

CIRCUMSTANCES; AUTHORIZING THE STATE BANKING BOARD TO 

ESTABLISH A FINANCIALLY TROUBLED BANK AS A BRANCH BANK OF 

ANOTHER MONTANA BANK IN CERTAIN EMERGENCY CIRCUMSTANCES; AND 

AMENDING SECTIONS 15-31-114, 15-31-702, 32-1-2027-3z-±-i637 

THROUGH 32-1-204, 32-1-371, AND 32-1-372, MCA." 

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

Section l~ Section 32-1-371, MCA, is amended to read: 

''32-l-371. Consolidation or merger of banks. 

( 1} ~ The words "bank" or '1 banks" as used in this sect ion 
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include commercial banks, savings banks, trust companies~ 

investment companies, and other such corporations carrying 

on the business of banking, trust company, or investment 

company under the laws of this state or doing business in 

this state under the national banking laws of the United 

States. 

1_!1_) IN THIS SECTION THE WORD 11 CONSOLIDATION" MEANS A 

LEGAL REORGANIZATION OR COMBINATION OF TWO OR MORE 

CORPORATIONS TO CRCATE A SINGLE SURVIVING CORPORATION. 

( 2) Any two or more banks doing business in this state 

may, with the approval of the state banking board in--th~ 

e~~e--o£-~tate-ba~~~. consolidate or merge into one bank, on 

such terms and conditions as may be lawfully agreed upon by 

a majority of the board of directors of each bank proposing 

to consolidate or merge. Such consolidation or merger, 

before it becomes effective, must be ratified by the consent 

in writing of the shareholders of each such bank owning at 

least two-thirds of its capital stock oulslanding, provided 

that the capital stuck of such consolidated or merged bank 

may not be less than that required under existing law for 

the organization of a bank of the class of the largest of 

the banks so consolidating. 

( 3) (a) Befor.P. consol i~~-t~ng -~~~~~~_9_____\!i_t_b_ __ .._§_fl~t:__tl~r 

bank, a bank in~_~resteg_~ _ _p_~-~.03:--~-o-~_§ _ _()_~_i_rlat~_t! __ or _!?~~~ 

shall file with the board a notic:.~~?_!__in.t~_r:t __ ~~ _ -~~ns0_idat_~ 
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or merqe. Within 60 days of such fi~~~g, any other bank 

interested in consolidating or merging with the ban~- that 

has filed suc:_b: __ a not_ice of intent shall tile with the board 

an expression of inteE~~t, naming the bank to be 

consolidated or merged. 

(b) Conunercial banks, as defined in 32-l-105, that are 

own_~_g. __ ~y_a Montana corporation, a Montana partnership, or 

citizens of Montana ~have a priority right to consoliCJ_~~~______2_£ 

merge with a bank ~~at has filed a notice of intent ~~er 

subsection (3) (a). If no Montana-owned bank has filed an 

expression o[ interest under subsect_ion ( 3} (a), a commercial 

~~k ~~ng business in Montana and owned_b~ an out-of-state 

holdin_g_ __ C_<?.!!IPany may consolidate or merge --~!__1;-h_ __ the bank that 

has filed notice. If a filinq of an expression of int~,~_est 

by a Montana bank has been made, the_ bank owned by an 

out-of-state holdi_Qg_ _E9E!1~1Y may not lawfully enter into a 

consolidation or merger agreeme_0_!=: O_! negotiations for 150 

days from the date of the filing of_~~e notice of intent to 

~~nsolidate or merge. The price and terms ne~otiated by the 

out-of-state -~olding company may not be less than the_E£!~ 

and terms offere~_ ? __ r negotiated by any Montana-owned bank. 

(c) The restr~~tions of subsections (3)(a) and (3)(b) 

do not apply to the merger or consol~~-~tion of two or more 

!=:~IT\.IE_ercial bank::;; that are doing busi ne:_?? i(! ~o~tana and that 

are owned by_ an out-of-state holding comp~as of October 
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1, 1987. 

t3tlil Upon such consolidation oc merger, the 

corporate franchise, corporate life, being, and existence 

and the corporate rights, powers, duties, privileges, 

franchise::;;, dnd obligatiorl~, including the rights, powers, 

duties, privileges, and obligations as trustee, executor, 

administrator, guardian, and all and every right, power, 

duty, privilege, and obligation as fiduciary, together with 

title to every species of property, real, personal, and 

mixed of such consolidating or merging bank and banks shall, 

without the necess1ty of any in~trument of transfer, beeome 

are consolidated or merged and continued in and held, 

enjoyed, and assumed by the consolidated or merged bank, and 

such bank ~hett-ha~e-a~e-enj~y has the right equal as to 

priorities with any other applicant to appointment by the 

courts to the offices of executor, administrator, guardian, 

or trustee under any will or other instrument made prior to 

such consolidation or merger and by which will or instrumenl 

such consolidating or merging bank was nominated by the 

maker to such office. 

(5) Upon consolidation or merger, the consolidated or 

merged bank shall designate and operate one of the prior 

main banking houses of the consolidating or merging banks as 

its main banking house, and thC: bank mq '!:l~~n__!_~~~ and 

continue to o_perate the _m.:ti_D- __ ~_QkA~_g_ ___ bouses_ of each of the 
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1 other consolidating or merging banks as a separate office. 

2 Any service or function that may be performed or offered at 

3 the main banking house of the consolidated or merged bank 

4 may be offered or provided at the separate office. 

5 (6) Notwithstanding the provisions of 15-31-114 and 

6 15-31-702, in the ca~~ of the consolidation or merger of 

7 banks under this section, each of the consolidated or merged 

8 banks shall apportion taxes paid to local governments based 

9 ~-!1~- the~rcentage of deposits of each bank in each l~cC!_!__! _ _!:_y 

10 ~ the time-of-the--merger--or--eon~olidation END OF EACH 

ll FISCAL ~EAR.,. 
--~----~-

12 NEW SECTION. Section 2. Independent bank defined. For 

13 the purposes of 32-1-372, an independent bank is a 

14 commercial bank: 

15 (1) not owned or controlled, directly or indirectly, 

16 by a bank holding company with its principal executive 

17 office located either inside or outside this state, as 

18 defined in the federal Bank Holding Company Act of 1956, as 

19 amended; or 

20 (2) owned or controlled, directly or indirectly, by a 

21 bank holding company with its principal executive office 

22 located either inside or outside this state, as defined in 

23 the federal Bank Holding Company Act of 1956, as amended, 

24 which controls, directly or indirectly, not more than one 

25 bank doing business in this state. 
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SECTION 3. SECTION 32-l-204, MCA, IS AMENDED TO READ: 

''32-1-204. Hearings notice exception. ( l) A 

hearing shall be conducted upon all applications for new 

bank certificates of authorization, in accordance with the 

Montana Administrative Procedure Act relating to a contested 

case, whether or not any protest to the application is 

filed. 

(2) A notice of the filing of an application for a new 

bank certificate of authorization shall be mailed to all 

banks within 100 miles of the proposed location, measured in 

a straight line. 

(3) A hearing shall be conducted no sooner than 30 

days and not later than 90 days following the mailing of 

such notice. 

(4) Any bank filing a written protest with the board 

prior to the date of the hearing shall be admitted as a 

"party", as defined in the Montana Administrative Procedure 

Act, with full rights of a party, including the right of 

subpoena of witnesses and written materials, the right of 

cross-examination, the right to have a transcript, and the 

right to receive all notices, copy of the application, all 

orders, and the right of judicial review .:•1 appeal. 

(5) All applications for mergers, consolidations, or 

relocations of bartks shall likewise require a hearing, and 

all of the rights and procedures stated herein shall apply 
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to these matters. 

(6) (a) Notwiths!=_~~-~ng the requirements of 

subsections ( 1) through (__~l! ___ ~hen the deposi_!_________!___-?P~l_i_!J'~ 

any closed bank is to be tra~sferred or assumed by a s~~te 

bank t)~_i_l!_g_ organized for that pu_reose, the board is 

empowere~ to issue a certificate of authorization without 

notice or _b-~-~!"_!~cording to rules a~_op_ted by the board. 

lli_l! no ~~~cation for a certificate of 

authorization is madP purs~ant to (6){a), the bo_C!_l:"_9_~ 

~mpower the commissioner to --~uthor ize and order the app_£_oval 

~~- closed bank as an emergen.~_y_ branch bank pursuant to 

32-1-372(6). 

~~h~ board may promulgate rules to implement this 

subsection. 11 

Section 4. Section 32-l-372, MCA, is amended to read: 

''32-1-372. Branch bank prohibited exceptions. ( 1) 

No bank may maintain any branch bank, receive deposits, or 

pay checks except over the counter of and in its own banking 

house, provided that nothing in this section prohibits 

ordinary clearinghouse transactions between banks. 

(2) With the prior approval of the department, any 

bank doing business in this state may establish and maintain 

not more than one detached drive-in and walk-up facility 

consisting of one or more teller windows. The distance of 

the facility from the main banking house may not exceed 
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1 1,000 feet measured in a straight line from the closest 

2 point of the main banking house to the farthest point of the 

3 detached facility. The facility may not be closer than 200 

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

5 300 feet to the main banking house of any other bank, the 

6 measurement lo be made in a straight line from the clos~st_ 

7 points of the closest structures involved. The distances 

8 herein specified in relation to a facility operated by any 

9 other bank and in relation to the main banking house of a11y 

10 other bank may be decreased by mutual written agreement of 

ll the banks involved to not closer than 150 feet to a facility 

12 operated by any other bank or closer than 200 feet to the 

13 main banking hous2 of any other bank, the measurement to be 

14 made in a straight line from the closest points of the 

15 closest structures involved. The service of the facility 

16 ~~a!!--be is limited to receiving deposits of every kind, 

17 cashing checks or orders to pay, receiving payments payahle 

18 at the bank, and such other transactions as are normally and 

19 usually conducted or handled at teller windows in the main 

20 banking house. 

21 _il_L_~ ___ !_nd~J2~_ndent bank, as defined in [s_ect:ion 2], 

22 ~establish and maintain not more than two branch b~nks in 

23 this state if: 

24 the branch bank is tu be estctblished within a -·------l_<l) 

25 ~':l:!:J:icipality in which_ no bank is located at tl'!.e time of 
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application; 

(b) the branch bank to be established is in a 

municipality havin~_~t;--~on of more than 8,000 persons 

accordinq to the last previous census; or 

(c) the branch ban_~~!_Q___~-- established is in a 

municipality having a population of 8,000 persons_ ~~~ 

and_ all the banks _having a principal office in that 

municipality consent in writing to the establishment of the 

branch bank. 
------------

t3ti!l (a) Any bank authorized to do banking business 

in this state may utilize a satellite terminal as defined in 

the Montana Electronic Funds Transfer Act and at any 

location permitted by the Montana Electronic Funds Transfer 

Act. The use of satellite terminals hereby authorized shall 

is not be subject to the restrictions on location, 

transaction, or number applicable to detached drive~in, 

walk~up, or teller facilities. 

{b) A satellite terminal other than a point-of-sale 

terminal may not be closer than 200 feet to a facility 

operated by any other bank or closer than 300 feet to the 

main banking house of any other bank, the measurement to be 

made in a straight line between the closest points of the 

closest structures involved. The distances herein specified 

in relation to a facility operated by any other bank and in 

relation to the main banking house of any other bank may be 
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decreased by mutual written agreement of the banks involved 

to not closer than 150 feet to a facility operated by any 

other bank or closer than 200 feet to the main banking house 

of any other bank, the measurement to be made in a straight 

line between the closest points of the closest structures 

involved. 

i.?l._.Xg_!lo~ing a consolidation or merger, only a bank 

meeting the criteria of 32-1-105 may maintai~----~n.d continue 

to operat~ _ ____!_!:l_~__!!t~-~~--~?anking houses of the consolidating 9E 

merging banks, as provided by 32-_~-~?1_(_~ as separate 

offices. 

(6) If the board finds a~-~~p~irment of capital and 

that a bank is insolvent under 32-1-503 or, with res~~ 

a national bank, if !he co~p__!_ro1ler of the currency or other 

federal regulatory agency finds an i~~~jrment_~-c~pital and 

that the bank is ~nsolvent under applicable federal 

regulations, and if the bank is the l?_~_!_y bank within the 

!!)~_o.r_Q~~a~-~-c!- limits of a municipality, the board may 

determine the bank to be eli~ible to be established as an 

emergency branch bank. Upon making ~'!-at --~~~~_r-~ination and 

upon -~-~ication of a bank that is currently aut!}.ori~ed, 

organized, and operati~ as a bank doing business in this 

state under the laws of this state and which has been -------

approved -~y_ the federal deposit_ insur_~0-~ ____ q_~£'?__!_~tio~__2, 

acquire the emergen_~y branc_~ b~~ ANlJ UPqN VERIFICATION THAT 
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THE BOARD DID NOT ISSUE A CERTIFICATE OF AUTHORIZATION 

PURSUANT TO 32-1-204(6), the board shall authorize and_~rder 

the approval of the emergency b_ranch bank and the acquir_!_.!}g: 

ban~ -~!:t.all amend its articles of agreement to show the 

addition of _the emergency branch bank as provided under 

32-1-301. The e~~rgency branch bank sh~~l open for business 

on the first business day following approval_by the board or 

on the day stipulate~_ in the order of the bo~ _ _£d. No 

~~_£~cy branch bank ma_y_ _ ~_e closed or moved to a new 

l9_c?~_!_on without the aE£_!ova!__ of the board. 

llL_Ajl£1 icat ions for est_ab~_~shinq, operating, or 

relo~ating i!_l!_ emergency branch ban~ __ must be filed with the 

board and accompanied by a filing fee ~f ~1,500. 

ill The board _may promulgate rules tQ ~~~ment 

subsections (3) and (5) through (7)." 

Section 5. Section 32-1-202, MCA, is amended to read: 

"32-1-202. Powers and duties of board. The state 

banking board shall: 

(1) make final determinations upon applications for 

certificates of authorization for new banks, branch banks, 

emergency branch banks, 

relocations of banks; 

mergers, consolidations, and 

(2) act in an advisory capacity with respect to the 

duties and powers given by statute or otherwise to the 

director of the department of commerce as the duties and 
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powers relate to banking." 

Section 6. Section 32-l-203, MCA, is amended to read: 

''32-l-203. Rules adopted by board -- brdnch banks, 

emergency branch b~~k~~ and new banks. The board shall adopt 

rules necessary for the administration of 32-l-201 through 

32-l-206 in accordance with the Montana Administrative 

Procedure Act. In particular, the board shall adopt rules 

concerning the authorization of new banks, branch banks~_and 

emer_g_ency_ br-anch banks. Such rules shall contain minimum 

standards under which an application for a new bank! branch 

bank, or emergenc:- branch hank ~hed:! must be determined, 

including the foll·Ming: 

{l) a persl;asive showing that there is a reasonable 

public necessity and demand for a new bank, branch bank!_ or 

emergency brdnch bank at the proposed location; 

( 2) that the bank, branch bank, or -~-J!le!9_~.!!..f.l" __ E_!_~_~b_ 

bank will be owned and managed by persons of good moral 

character and financial integrity and will be safely and 

soundly operated; 

{3} a persuasive showing that the new bank, branch 

~~~k, or emergency branch bank will have a sufficient volume 

of business to assure solvency and that establishment of the 

new bank, branch bank, or emergency branch bank will be in 

the public interest.'' 

Section 7. Section 15-31-702, MCA, is amended to read: 
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''15-31-702. Distribution of corporation license taxes 

collected from banks or savings and loan associations. (1) 

AH Subject to the provisio~s of 32-1-371(6), all 

corporation license taxes collected from banks and savings 

and loan associations ~hall mu~! be distributed in the 

following manner: 

(a) 20% must be remitted to the state treasurer to be 

allocated as provided in 15-1-501(2); and 

(b) 80% is statutorily appropriated, as provided in 

17-7-502, for allocation to the various taxing jurisdictions 

within the county in which the bank or savings and loan 

association is located. 

(2) The corporation license taxes distributed under 

subsection (l)(b) ~hall must be allocated to each taxing 

jurisdiction in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxing 

authorities of the district in which the bank or savings and 

loan association is located. 

{3) "Taxing jurisdictions'' means, for the purposes of 

this section, all taxing authorities within a county 

permitted under state law to levy mills against the taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located. 

( 4) If a return filed by a bank or ~dvings and loan 

association involves branches or offices in more than one 
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taxing jurisdiction, the department of revenue shall provide 

a method by rule for equitable distribution among those 

taxing jurisdictions.'' 

Section a. Section 15-31-114, MCA, is amended to read: 

~15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

(2) (a) Ai% Exeept-a~-p~ov±ded~±n--32-±-37±r~~a±± ALL 

losses actually sustained and charged off within the year 

and not compensated by insurance or otherwise, including a 
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reasonable allowance for the wear and tear and obsolescence 

of property used in the trade or business, such allowance to 

be determined according to the provisions of section 167 of 

the Internal Revenue Code in effect with respect to the 

taxable year. All elections for depreciation shall be the 

same as the elections made for federal income tax purposes. 

No deduction shall be allowed for any amount paid out for 

any buildings, permanent improvements, or betterments made 

to increase the value of any property or estate, and no 

deduction shall be made for any amount of expense of 

restoring property or making good the exhaustion thereof for 

which an allowance is or has been made. 

(b) (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the provisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

''net operating loss'' means the excess of the deductions 

allowed by this section, 15-31-114, over the gross income, 

with the modifications specified in (ii) of this subsection. 

If for any taxable period beginning after December 31, 1970, 

a net operating loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 
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be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

amount of such loss over the sum of the net income for each 

of the prior taxabl~ periods to which such loss was carried. 

For purposes of tle preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in (ii)(B) of this subsection and by 

determining the amount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii} The modifications referred to in (i) of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(B) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 
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years beginning after December 31, 197~, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the net operating 

loss carryover is filed. 

{iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) t" EXCEPT AS PROVIDED IN 37-1-371, IN the case of 

a merger of corporations, the surviving corporation shall 

not be allowed a net operating loss deduction for net 

operating losses sustained by the merged corporations prior 

to the date of merger. In the case of a consolidation of 

corporations, the new corporate entity shall not be allowed 

a deduction for net operating losses sustained by the 

consolidated 

consolidation. 

corporations pr:1.or to 

(v) Notwithstanding the provisions 

the date of 

of 15-31-531' 

interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss carryback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 

1971. 

(3) In the case of mines, other natural deposits, oil 
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and gas wells, and timber, a reasonable allowance for 

depletion and for depreciation of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedness incurred in the operation of the business from 

which its income is derived; but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 

(5) (a) Taxes paid within the yearr except the 

following: 

(i) Taxes imposed by this part. 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

income or profits imposed by authorit_y of the government of 

the United States. 

(iv) Taxes imposed by any other state or country upon 
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or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532, and fees in lieu of taxes for motorcycles and 

quadricycles, as provided by 61-3-541, paid within the year. 

(7) That portion of an energy-related investment 

allowed as a deduction under 15-32-103. 

(8} (a) Except as provided in subsection (b), 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shall not allow in 

15 the rate base of a regulated corporation the inclusion of 

16 contributions made under this subsection. 

17 (9) In lieu of the deduction allowed under subsection 

18 (8), the taxpayer may deduct the fair market value, not to 

19 exceed 30% of the taxpayer's net income, of a computer or 

20 other sophisticated technological equipment or apparatus 

21 intended for use with the computer donated to an elementary, 

22 secondary, or accredited postsecondary school located in 

23 Montana if: 

24 

25 after 

( 

(a) the contribution 

the manufacture of 

is made no later than 5 years 

the donated property is 
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substantially completed; 

(b) the property is not transferred by the donee in 

exchange for money, other property, or services; and 

(c) the taxpayer receives a written statement from the 

donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provision~ of (b) of this 

subsection (9).'' 

NEW SECTION. SecLion 9. Codification instruction. 

Section 2 is intended to be codified as an integral part of 

Title 32, chapter 1. part 1, and the provisions of Title 32, 

chapter 1, part 1, apply to section 2. 

-End-
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STATEMENT OF INTENT 

SENATE BILL 198 

Senate Business and Industry Committee 

A statement of intent is required for this bill because 

6 it grants rulemaking authority to the state banking board 

7 within the department of commerce~ 

8 It is intended that the board adopt such rules as are 

9 necessary to: 

10 (1) issue a certificate of authority for an emergency 

11 state-chartered bank; and 

12 (2) authorize and order the approval of an emergency 

13 branch bank. 

14 The rules are designed to allow emergency chartering 

15 and branching in the case of state banks and are similar to 

16 federal laws governing failed national banks. 

17 It is contemplated that the rules will provide the 

18 exact processes and limitations that the board shall use for 

19 emergency chartering and branching. Because such authority 

20 will only exist in emergency circumstances, it is further 

21 contemplated that the board shall authorize the commissioner 

22 to make such decisions as he may determine are warranted 

23 under the circumstances existing. Further, the rules in 

24 regard to emergency branching are to be effective only upon 

25 verification that the board did not issue an emergency 

~ .. ,.,.,,.h •• '""""" 

1 
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charter and only in specified geographic a~eas. 

-2- THIRD READING 
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SENATE BILL NO. 198 

INTRODUCED Br THAYER, MANUEL, VINCENT, HARPER, REGAN, 

WALKER, MILLER, O'CONNELL, DONALDSON, ECK, JACOBSON, ASAY, 

D. BROWN, KEATING, ADDr, LORY, HIMSL, PHILLIPS, MENAHAN, 

POULSEN, KENNERLY, KITSELMAN, MANNING, PAVLOVICH, QUILICI, 

VAN VALKENBURG, J. BROWN, HARRINGTON ,:HIPPEN, MCCOIUIICK, 

MEYER, MCCALLUM, DAILY, STIMATZ, DRISCOLL, STRIZICH, 

KEENAN, LYNCH, HAFFEY, ANDERSON 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING THE 

CONTINUED OPERATION OF THE MAIN BANKING HOUSES OF BANKS THAT 

CONSOLIDATE OR MERGE; DEFINING AN INDEPENDENT BANK; 

AUTHORIZING DE NOVO BRANCHING BY INDEPENDENT BANKS; 

AUTHORIZING THE COMMISSIONER TO ISSUE A CERTIFICATE OF 

AUTHORITY WITHOUT HEARING AND NOTICE IN CERTAIN EMERGENCY 

CIRCUMSTANCES; AUTHORIZING THE STATE BANKING BOARD TD 

ESTABLISH A FINANCIALLY TROUBLED BANK AS A BRANCH BANK OF 

ANOTHER MONTANA BANK IN CERTAIN EMERGENCY CIRCUMSTANCES; AND 

AMENDING SECTIONS 15-31-114, 15-31-702, 32-1-202,-3%-l-%637 

THROUGH 32-1-204, 32-1-371, AND 32-l-372, MCA." 

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

Section 1. Section 32-1-371, MCA, is amended to read: 

''32-1-371. Consolidation 0< merger of banks. 

(1) ill The words "bank,. or "banks" as used in this section 

~>n> , .. .,,,.,., coun«< 
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include commercial banks, savings banks, trust companies, 

investment companies, and other such corporations carrying 

on the business of banking, trust company, or investment 

company under the laws of this state o~ doing business in 

thiS state under the national banking laws of the United 

States. 

(B) IN THIS SECTION THE WORD "CONSOLIDATION" MEANS A 

LEGAL REORGANIZATION ---- OR COMBINATION o~· TWO OR MORE 

CORPORATIONS TO _CREATE A SINGLE SURVIVING CORPORATION. 

(2) Any two or more banks doing business in this state 

may, with the app~oval of the state banking board ±n--the 

ee:~e--o£-~tate-bank:~, consolidate or merge into one bank, on 

such terms and conditions as may be lawfully agreed upon by 

a majority of the board of directors of each bank proposing 

to consolidate or merge. Such consolidation or merger, 

before it becomes effective, must be ratified by the consent 

in writing of the shareholders of each such bank owning at 

least two-thirds of its capital stock outstanding, providt"d 

that the capital stock of such consolidated or merged bank 

may not be less than that required under existing law for 

the organization of a bank of the class of the largest of 

the banks so ~on~olidating. 

(3) (a) Before consol.idati~_g 2_r_~~~i~g_ __ ~U:_I'!. __ ~-~?~~~r 

bd r~_d bank ~ ~~~~ E~~~~-!_ ___ l__!!_ ___ ~~i__~:g -~n.n~o l_ ~ ~!.? te.:! _ ~-'1---~~~ ~g_~·d 

shall file with the J:?Qard ~t?~L~e of in~~..!!':. ~<:> __ _£~,!2§~! __ i:C!_~~e 
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or merge. Within 60 days of such filing, any other bank 

interested in consolidating or merging with the bank that 

has filed such a notice of intent shall file with the board 

an expression of interest, naming the bank to be 

consolidated or merged. 

.!E.LCommercial banks, as defin~d in 32-1-105, that are 

owned by a Montana corporation, a Mon~ana partnership, or 

citizens of Montana have a priority right to consolidate or 

merge with a bank that has filed a notice of intent under 

subsection (3}(a). If no Montana-owned bank has filed an 

expression of interest under subsection (3}(a), a commercial 

bank doing business in Montana and awned by an o_l!._~_-:of-stat.e 

holding company may consolidate or merge with the bank that 

has filed notice. If a filing of an expression of interent 

by a Montana bank has been made, the bank owned by an 

out-of-state holding company may not lawfully enter into a 

consolidation or merger agreement or negotiations for 150 

days from the date of the filing of the notice of intent to 

consolidate or merge. The price and terms negotiated by the 

out-of-state holding company may not be less than the price 

and terms offered or negotiated by any Montana-owned bank. 

(c) The restrictions of subsections (3ll~~and (3)(b) 

do not apply to the merger or consolidation of two or more 

coaunercial banks that~!!_re_doing business in Montana and th~t:_ 

are owned by an out-of-state holding company as of October 
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1, 1987. 

t3tl!l Upon such consolidation or merger, the 

corporate franchise, corporate life, being, and existence 

and the corporate rights, powers, duties, privileges, 

franchises, and obligations, including the r1ghts, powers, 

duties, privileges, and obligations as trustee, executor, 

administrator, guardian, and all and every right, power, 

duty, privilege, and obligation as fiduciary, together with 

title to every species of property, real, personal, dnd 

mixed of such consolidating or merging bank and banks ~h~tt, 

without the necessity of any instrument of transfer, beeome 

are consolidated or merged and continued in and held, 

enjoyed, and assumed by the consolidated or merged bank, and 

such bank ~ha%±-he•e-and-enjoy has the right equal as to 

priorities with any other applicant to appointment by the 

courts to the offices of executor, administrator, guardian, 

or trustee under any will or other instrument made prior to 

such consolidation or merger and by which will or instrument 

such consolidating or merging bank was nominated by the 

maker to such office. 

(5) Upon consolidation or merg~~0~.~-consolidated or 

merged bank shall designate and operate one of the J2C __ !:_o_I 

main banking houses of the consolidating or mergl~eanks_as 

its main ban~~ _t:!,~~~-!?_!~--~~d -~b_e_ban~_~_!!l~~ntal!l and 

continue to operate t~e main banking~houses of each of the 
~-------~ 
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other consolidating or merging banks as a separate office. 

Any service or function that may be performed or offered at 

the main banking house of the consolidated or merged bank 

may be offered or provided at the separate office. 

(6) Notwithstanding the provisions of 15-31-114 and 

15-31-702, in the case of the consolidation or merger of 

banks under this section, each of the consolidated or merged 

banks shall apportion taxes paid to local governments based 

on the percentage of deposits of each bank in each locality 

at the ~~me-of-~~~--merger--or--eonsoi~da~±on 

FISCAL YEAR." 

END OF EACH 

NEW SECTION. Section 2. 

the purposes of 32-1-372, 

commercial bank: 

Independent bank defined. For 

an independent bank is a 

(1) not owned or controlled, directly or indirectly, 

by a bank holding company with its principal executive 

office located either inside or outside this state, as 

defined in the federal Bank Holding Company Act of 1956, as 

amended; or 

(2) owned or controlled, directly or indirectly, by a 

bank holding company with its principal executive office 

located either inside or outside this state, as defined in 

the federal Bank Holding Company Act of 1956, as amended, 

which controls, directly or indirectly, not more than one 

bank doing business in this state. 
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SECTION 3. SECTION 32-1-204, MCA, IS AMENDED TO READ: 

11 32-1-204. 

hearing shall 

Hearings 

be conducted 

notice -- exception. (1) A 

upon all applications for new 

bank certificates of authorization, in accordance with the 

Montana Administrative Procedure Act relating to a contested 

case, whether or not any protest to the application is 

filed. 

(2) A notice of the filing of an application for a new 

bank certificate of authorization shall be mailed to all 

banks within 100 miles of the proposed location, measured in 

a straight line. 

(3) A hearing shall be 

days and not later than 90 days 

such notice. 

conducted no sooner than 30 

following the mailing of 

(4) ~ny bank filing a written protest with the board 

prior to the date of the hearing shall be admitted as a 

"party", as defined in the Montana Administrative Procedure 

Act, with full rights of a party, including the right of 

subpoena of witnesses and written materials, the right of 

cross-examination, the right to have a transcript, and the 

right to receive all notices, copy of the application, all 

orders, and the right of judicial review ,J appeal. 

(5) All applications for mergers, consolidations, or 

relocations of banks shall likewise require a hearing, and 

all of the rights and procedures stated herein shall apply 
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to these matters. 

(6) (a) Notwithstanding the requirements of 

subsections (1) t~rough (5), when the deposit liability of 

any closed bank is to be transfe.rred or assumed by a state 

bank being organized for _that purpose, the board is 

empowered to issue a certificate of authorization without 

notice or hearin~, according to rules adopted by the board. 

(b) If no ~E..e!_ication for a certificate of 

authorization is made pursuant~ to (6)(a), the board may 

empo~~~ the commissioner to authorize and order the approval 

of the closed bank as an emergency branch bank pursuant to 

32-1-372(6). 

(c) The board may promulgate rules to implement this 

subsection." 

Section 4. 

"32-1-372. 

Section 32-l-372, MCA, is amended to read: 

Branch bank prohibited exceptions. ( 1) 

No bank may maintain any branch bank, receive deposits# or 

pay checks except over the counter of and in its own banking 

house, provided that nothing in this seCtion prohibits 

ordinary clearinghouse transactions between banks. 

(2) With the prior approval of the department# any 

bank doing business in this state may establish and maintain 

not more than one detached drive-in and walk-up facility 

consisting of one or more teller windows. The distance of 

the facility from the main banking house may not exceed 
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1,000 feet measured in a straight line from the closest 

point of the main banking house to the farthest point of the 

detached facility. The facility may not be closer than 200 

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

JOO feet to the main banking house ot any other bank, the 

measurement to be made in a. stra.ight line from the clo5est 

points of the closest structures involved. The dist.Jnces 

herein specified in relation to a facility operated by any 

other bank and in reldtion to the main banking house of any 

other bank may be decreased by mutudl wr1tten agreement at 

the banks involved to not closec than 150 feet to a fdcility 

operated by any other bank or closer than 200 feet to the 

main banking house of any other ba~k, the measurement to be 

made in a straight line from the closest points of the 

closest structures involved. The service of the facility 

sh8ll-~b~ is limited to receiving deposits of every kind. 

cashing checks or orders to pay, receiving payments payable 

at the bank~ and such other transactions as are normally and 

usually conducted or handled at teller windows in the mair1 

banking house. 

(3) An independent bank, as defined in [section 2], 

may establish _ _?!!l_~~ai_'!_~ai___!l_______!!_g!_~?~£-~_!_!1_~~~!'_q_branch banks in 

this state if: 

(a} the branch bank is to be ~st~bi_ish~c! __ \:!ith_i_!l .J 

munic!~--i~~iS'__!:!__ __ n....e_bank -~~_ated ~~ t_~me ___ ~t 
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application; 

(b) the branch bank to be established is in a 

municipality having a population of more than 8,000 persons 

according to the last previous census; or 

(C) the branch bank to be established is in a 

municipality having a population of 8,000 persons or less 

and all the banks having a principal office in that 

municipality consent in writing to the establishment of the 

branch bank. 

t3ti!l (a) Any bank authorized to do banking business 

in this state may utilize a satellite terminal as defined in 

the Montana Electronic Funds Transfer Act and at any 

location permitted by the Montana Electronic Funds Transfer 

Act. The use of satellite terminals hereby authorized shall 

is not be subject to the restrictions on location, 

transaction, or number applicable to detached drive-in, 

walk-up, or teller facilities. 

(b) A satellite terminal other than a point-of-sale 

terminal may not be closer than 200 feet to a facility 

operated by any other bank or closer than 300 feet to the 

main banking house of any other bank, the measurement to be 

made in a straight line between the closest points of the 

closest structures involved. The distances herein specified 

in relation to a facility operated by any other bank and in 

relation to the main banking house of any_other bank may be 
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decreased by mutual written agreement of the banks involved 

to not closer than 150 feet to a facility operated by any 

other bank or closer than 200 feet to the main banking house 

of any other bank, the measurement to be made in a straight 

line bet_ween the closest points of the closest structures 

involved .. 

(5) Following a consolidation or merger, only a ~ank 

meeting the criteria of 32-1-105 may maintain and continue 

~-9Eerate the main banking houses of the consolidat~~ 

merging banks, as provided by 32-l-37llil, as separate 

offices. 

(6) If the board finds an imFairment of capital and 

that a bank is insolvent under 32-1-503 or, with respect to 

a national bank, if the comptroller of the currency or other 

federal regulatory agency finds an impairment of capital and 

that the bank is insolvent under applicable federal 

regulations, and if the bank is the only bank within the 

incorporated limits of a municipality, the board may 

determine the bank to be eligible to be established as an 

emergency branch bank. Upon making that determination_~~~ 

upon application of a bank that is currently authorized, 

organized, and operati~ as a bank doing busin~ss in this 

state under the laws of this state and ~~~ch has been 

approv~_E.Y________!:~~deral __ ~;::po::-.;i t insur_~n~-- ~OrE_~!:"! S ~~l"!_ __ l_~J 

acquire the emergency branch bank ANU ...!:!_!'0'!_VEIH _ _[J_~ATION___2.'HA! 
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THE BOARD DID NOT ISSUE A CERTIFICATE OF AUTHORIZATION 

PURSUANT TO 32-l-204(6), the board shall authorize and order 

the approval of the emergency branch bank and the acquir~ 

bank shall amend its articles of agreement to show the 

addition of the emergency branch bank as provided under 

32-1-301. The emergency branch bank shall open for business 

on the first business day following approval by the board or 

on the day stipulated in the order of the board. No 

emergency branch bank may be closed or moved to a new 

location without the approval of the board. 

(7) Applications for establishing, operating, or 

relocating an emergency branch bank must be filed with the 

board and accompanied by a filing fee of Sl,500. 

(8} The board may promulgate rules to implement 

subsections (3) and (5) through (7).• 

Section 5. Section 32-1-202, MCA, is amended to read: 

"32-l-202. Powers and duties of board. The state 

banking board shall: 

(1) make fina·l determinations upon applications for 

certificates of authorization for new banks, branch banks, 

emergency branch banks, 

relocations of banks; 

mergers, consolidations, and 

(2) act in an advisory capacity with respect to the 

duties and powers given by statute or otherwise to the 

director of the department of commerce as the duties and 
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·powers relate to banking." 

Section 6. Section 32-1-203, MCA, is amended to read: 

"32-1-203. Rules adopted by board -- branch banks, 

emergency branch banks, and new banks. The board shall adopt 

rules necessary for the administration of 32-1-201 through 

32-1-206 in accordance with the Montana Administrative 

Procedure Act. In particular, the board shall adopt rules 

concerning the authorization of new banks, branch bank.s, a.n.d 

emergency branch banks. Such rules shall contain minimum 

standacds under which an application for a new bank_,_E.ranc;~ 

bank, .or emergency branch bank !lfta:l::l: must be determined, 

including the following: 

(l) a persuasive showing that there is a reasonable 

public necessity and demand for a new bank, branch bank, o~ 

emergency branch bank at the ptoposed location; 

(2) that the bank, branch bank, or emergency branch 

bank will be owned and managed by persons of good moral 

character and financial integrity and will be safely and 

soundly operated; 

(3) a persuasive showing that the new bank, branch 

bank, or emergency branch bank will have a sufficient volume 

of business to assure solvency and that establishment of the 

new bank, branch bank, or emergency branch bank will be in 

the public interest." 

Section 7. Section 15-31-702, MCA, is amended to read: 
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"15-31-702. Distribution of corporation license taxes 

collected from banks or savings and loan associations. (1) 

Aii Subject to the provisions of 32-1-371(6), all 

corporation license taxes collected from banks and savings 

and loan associations shall ~ be distributed in the 

following manner: 

(a) 20\ must be remitted to the state treasurer to be 

allocated as provided in 15-l-501(2J; and 

(b) 80\ is statutorily appropriated, as provided in 

17-7-502, for allocation to the various taxing jurisdictions 

within the county in which the bank or savings and loan 

association is located. 

{2) The corporation license taxes distributed under 

subsection (l)(b) shall must be allocated to each taxing 

jurisdiction in the proportion that its mill levy for that 

fiscal year bears to the total mill levy of the taxing 

authorities of the district in which the bank or savings and 

loan association is located. 

(3) "Taxing jurisdictions" means, for the purposes of 

this section, all taxing authorities within a county 

permitted under state law to levy mills against the taxable 

value of property in the taxing district in which the bank 

or savings and loan association is located. 

j4} If a return filed by a bank or savings and loan 

association involves branches or offices in more than one 
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taxing jurisdiction, the department of revenue shall provide 

a method by rule for equitable distribution among those 

taxing jurisdictions." 

Section 8. Section 15-31-114, MCA, is amended to read: 

"15-31-114. Deductions allowed in computing income. In 

computing the net income, the following deductions shall be 

allowed from the gross income received by such corporation 

within the year from all sources: 

(1) All the ordinary and necessary expenses paid or 

incurred during the taxable year in the maintenance and 

operation of its business and properties, including 

reasonable allowance for salaries for personal services 

actually rendered, subject to the limitation hereinafter 

contained, rentals or other payments required to be made as 

a condition to the continued use or possession of property 

to which the corporation has not taken or is not taking 

title or in which it has no equity. No deduction shall be 

allowed for salaries paid upon which the recipient thereof 

has not paid Montana state income tax; provided, however, 

that where domestic corporations are taxed on income derived 

from without the state, salaries of officers paid in 

connection with securing such income shall be deductible. 

(2) (a) Ail Bxe~pt-a~-prev~ded-in--3~-i-3Ttr-:~i~ ALL 

los~es actually sustained and charged off withi11 the yedr 

and not compensated by insurance or otherwise, including a 
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reasonable allowance for the wear and tear and obsolescence 

of property used in the trade or business, such allowance to 

be determined according to the provisions of section 167 of 

the Internal Revenue Code in effect with respect to the 

taxable year. All elections for depreciation shall be the 

same as the elections made for federal income tax purposes. 

No deduction shall be allowed for any amount paid out for 

any buildings, permanent improvements, or betterments made 

to increase the value of any property or estate, and no 

deduction shall be made for any amount of expense of 

restoring property or making good the exhaustion thereof for 

which an allowance is or has been made. 

(b) (i) There shall be allowed as a deduction for the 

taxable period a net operating loss deduction determined 

according to the p~ovisions of this subsection. The net 

operating loss deduction is the aggregate of net operating 

loss carryovers to such taxable period plus the net 

operating loss carrybacks to such taxable period. The term 

••net operating loss" means the excess of the deductions 

allowed by this section, 15-Jl-114, over the gross income, 

with the modifications specified in (ii) of this subsection. 

If for any taxable period beginning after December 31, 1970, 

a net operatin9 loss is sustained, such loss shall be a net 

operating loss carryback to each of the three taxable 

periods preceding the taxable period of such loss and shall 
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be a net operating loss carryover to each of the five 

taxable periods following the taxable period of such loss. A 

net operating loss for any taxable period ending after 

December 31, 1975, in addition to being a net operating loss 

carryback to each of the three preceding taxable periods, 

shall be a net operating loss carryover to each of the seven 

taxable periods following the taxable period of such loss. 

The portion of such loss which shall be carried to each of 

the other taxable years shall be the excess, if any, of the 

amount of such loss over the sum of the net income for each 

of the prior taxable periods to which such loss was carried. 

For purposes of the preceding sentence, the net income for 

such prior taxable period shall be computed with the 

modifications specified in 'ii)(B) of this subsection and by 

determining the amount of the net operating loss deduction 

without regard to the net operating loss for the loss period 

or any taxable period thereafter, and the net income so 

computed shall not be considered to be less than zero. 

(ii} The modifications referred to in (i) of this 

subsection shall be as follows: 

(A) No net operating loss deduction shall be allowed. 

(B) The deduction for depletion shall not exceed the 

amount which would be allowable if computed under the cost 

method. 

(C) Any net operating loss carried over to any taxable 
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years beginning after December 31, 1978, must be calculated 

under the provisions of this section effective for the 

taxable year for which the return claiming the n~t operating 

loss carryover is filed. 

(iii) A net operating loss deduction shall be allowed 

only with regard to losses attributable to the business 

carried on within the state of Montana. 

(iv) £n EXCEPT AS PROVIDED IN 37-1-371, IN the case of 

a merger of corporations, the surviving corporation shall 

not be allowed a net operating loss deduction for net 

operating losses sustained by the merged corporations prior 

to the date of merger. In the case of a consolidation of 

corporations, the new corporate entity shall not be allowed 

a deduction for net opetating losses sustained by the 

consolidated 

consolidation. 

corporations prior to 

(v) Notwithstanding the provisions 

the date of 

of 15-31-531, 

interest shall not be paid with respect to a refund of tax 

resulting from a net operating loss;carcyback or carryover. 

(vi) The net operating loss deduction shall not be 

allowed with respect to taxable periods which ended on or 

before December 31, 1970, but shall be allowed only with 

respect to taxable periods beginning on or after January 1, 

1971. 

(3) In the case of mines, other natural deposits, oil 
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and gas wells, and timber, a reasonable allowance for 

depletiOn and for depreciation of improvements; such 

reasonable allowance to be determined according to the 

provisions of the Internal Revenue Code in effect for the 

taxable year. All elections made under the Internal Revenue 

Code with respect to capitalizing or expensing exploration 

and development costs and intangible drilling expenses for 

corporation license tax purposes shall be the same as the 

elections made for federal income tax purposes. 

(4) The amount of interest paid within the year on its 

indebtedpess incurred in the operation of the business from 

which its income is derived: but no interest shall be 

allowed as a deduction if paid on an indebtedness created 

for the purchase, maintenance, or improvement of property or 

for the conduct of business unless the income from such 

property or business would be taxable under this part. 

(5) (a) Taxes paid within the year, except the 

following: 

(i) Taxes imposed by this part, 

(ii) Taxes assessed against local benefits of a kind 

tending to increase the value of the property assessed. 

(iii) Taxes on or according to or measured by net 

income or profits imposed by authority of the government of 

the United States. 

(iv) Taxes imposed by any other state or country upon 
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or measured by net income or profits. 

(b) Taxes deductible under this part shall be 

construed to include taxes imposed by any county, school 

district, or municipality of this state. 

(6) Light vehicle license fees, as provided by 

61-3-532, and fees in lieu of taxes for motorcycles and 

quadricycles, as provided by 61-3-541, paid within the year. 

( 7) That portion of an energy-related investment 

allOwed as a deduction under 15-32-103. 

( 8) (a ) Except as provided in subsection (b)' 

charitable contributions and gifts that qualify for 

deduction under section 170 of the Internal Revenue Code, as 

amended. 

(b) The public service commission shall not allow in 

lS the rate base of a regulated corporation the inclusion of 

16 contributions made under this subsection. 

17 (9) In lieu of the deduction allowed under subsection 

18 (8), the taxpayer may deduct the fair market value, not to 

19 exceed 30\ of the taxpayer's net income, of a computer or 

20 other sophisticated technological equipment or apparatus 

21 intended for use with the computer donated to an elementary, 

22 secondary, or accredited postsecondary school located in 

23 Montana if: 

24 

25 

(a) the contribution is made no later than 5 years 

after the manufacture of the donated property is 
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substantially completed; 

(b) the property is not transferred by the donee in 

exchange for money, other property, or services: and 

(c) the taxpayer receives a written statement from the 

donee in which the donee agrees to accept the property and 

representing that the use and disposition of the property 

will be in accordance with the provisions of (b) of this 

subsection {9)." 

NEW SECTION. Section 9. Codification instruction. 

Section 2 is intended to be codified as an integral part of 

Title 32, chapter 1, part 1, and the provisions of Title 32, 

chapter 1, part 1, apply to section 2. 

-End-
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