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INTRODUCED BY

BY REQUEQTQﬁ{THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING LAWS
RELATING TO FINANCIAL INSTITUTIONS; REVISING CHARGES FOR
EXAMINATION OF FINANCIAL INSTITUTIONS:; REDEFINING INVESTMENT
IN CAPITAL STOCKS; ALLOWING INVESTMENT IN CERTAIN
SECURITIES; CLARIFYING ISSUANCE OF DRAFTS; AMENDING SECTIONS
32-1-215, 12-1-422, 32-1-433, AND 32-1-437, MCA ; AND

PROVIDING AN IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. section 32-1-215, MCA, is amended to read:
"32-1-215. Special examinations and fees. Special

examinations may be made of a bank, trust company,

investment company, building and lean association, or credit
union when in the judgment of the department it is
considered necessary, and the special examination shall be
charged for at the a rate of-5i06--a--day--fer--each-—persen

engaged--in--the--examinatien that equals the department's

actual costs for examiner wages and travel expenses. All

special examination fees or charges shall be paid at the
conclusion of the examination, and the moneys collected by

the department shall be paid to the state treasurer for the
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credit of the state special revenue fund for the use of the

department in its examination function."

Section 2. section 32-1-422, MCA, is amended to read:

"32-1-422. Restriction on investment in corporate
stock. (l) No commercial or savings bank shall purchase or
invest its capital or surplus or money of its depositors, or
any part of either, in the capital stock of any corporation
unless the purchase or acquisition of asweh capital stock
shati-be is necessary to prevent loss to the bank on a debt
previously contracted in good faith, Any capital stock so
purchased or acquired shall be sold by sueh the bank within
6 months thereafter, if it can be sold for the amount of the
claim of aueh the bank against it. All capital stock thus
purchased or acquired must be sold for the best price
obtainable by said the bank within 1 vyear after such
purchase or acquisition, or if such the stock is
unmarketable, i1t shall be charged off as an investment loss,
which shall be equivalent to the stock's sale thereof. Every
person or corpeoration wviolating any provision of this
section shall forfeit to the state twice the nominal amcunt
of such stock.

{2) DNotwithstanding subsection (1), a esmmercial-er
aavings bank may favest-up-to-20%-of-ita-capitai-and-surptus
in-the-capital-stock-of-a-bank-service-corporatton-organized

sotely-for-the--purpeas—-of--praviding--services——to--bankax

-2-  INTRODUCED BILL
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acqguire and hold for its own account:

{a) up to 20% of its capital and surplus in the

capital stock of a bank service corporation organized solely

for the purpose of providing services Lo banks;

{b) shares of stock of a federal reserve bank, without

limitation of amount; and

{c) shares of stock inmn a Montana capital company

within limits prescribed by the Montana Capital Company Act.

{3} A bank may invest any amount up to 5% of its

unimpaired capital and surplus in shares of stock of:

(a) the federal national mortgage assocciation;

{(b) the federal home loan mortgage corporaticn;

{¢) the federal agricultural mortgage corporation; and

{(d) other corporations created pursuant to acts of

congress to meet the agricultural, housing, health, transit,

educational, envircnmental, or similar needs of the nation

when the department determines that the investment is in the

public interest."”
Section 3. Ssection 32-1-433, MCA, is amended to read:

"32-1-433. bimtt-on-amount-of-bend-+sane Investment in

certain securities. No-commercial-bank-may-purchases-agree

to-purchase;-or-underwrite-any-bond-issue-in-excess—-cf--58%
of--tta--unimpaired--capitat--and--aurpiuvs;——except--generat
obligatisn-benda-of -the--United--States;--af--the--state--of

Montanay--or--ef--the--ettiesr—-towns;--counties;-—-ar—-school
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disericts--af--ethis--astates: A bank may purchase, sell,
underwrite, and hold investment securities_ that are

obligations in the form of bonds, notes, or debentures, as

provided in rules adopted by the department. A bank may

hold without limit investment securities that are general

obligations of the United States, obligations that are

guaranteed fully as to principal and interest by the United

States, or general obligations of any state.™

Section 4. sSection 32-1-437, MCA, is amended to read:

"32-1-437., Acceptance and issuance of drafts and
letters—-eof--credit. Every bank organized and existing under
the laws of Montana shall have power and authority to accept
for payment at a future date drafts drawn wupon it by its
customers and-—-to-—itssue-—tetters--cf--credit, aunthorizing
holders thereof to draw drafts upon it or its correspondents
at sight or on time, provided that the total amount of
drafts so accepted or-itetters-of-credit-ss-isauned for any
one person, Firm, or corporation shall not at any one time
exceed 20% of the capital and surplus of the accepting or
issuing bank."

NEW SECTION. Section B. Rulemaking authority. The
department shall adopt rules to implement [sections 2

through 4},

NEW SECTION. Section 6. codification instruction.

[Section 5] is intended to be codified as an integral part

_4_
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of Title 32, chapter 1, part 4, and the provisions of Title
32, chapter 1, part 4, apply to [section 5].

NEW SECTION. Section 7. Effective date. [This act] is
effective on passage and approval.

~End-
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Form BD-15
In compliance with a written request, there is hereby submitted a Fiscal Note for HB218 , as 1ntroduced

DESCRIPTION OF PROPOSED LEGISLATION:

The act generally revises laws relating to financial institutions; revises charges for examination of financial
institutions; redefines invegtment in capital stocks; allows investment in certain securities; clarifies issuance
of drafts; and provides an immediate effective date.

ASSUMPTIONS:
1. Special examinations under 32-1-215, MCA, will be conducted by the Department of Commerce under current
level expenditures.
2. Two special examinations are projected to be conducted annually at an average charge of $1,500.
FISCAL IMPACT: . FY 90 FY 91
' Current = Proposed - Current Proposed _ '
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APPROVED BY COMM. ON BUSINESS
AND ECQONOMIC DEVEIOP MENT

HQUSE BILL NO. 218
INTRODUCED BY J. BROWN

BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "AN ACT GENERALLY REVISING LAWS

RELATING TO FINANCIAL INSTITUTIONS; REQUIRING A REPORT OF

EXAMINATION WITHIN 120 DAYS OF COMPLETION; REVISING CHARGES

FOR EXAMINATION OF FINANCIAL INSTITUTIONS; REDEFINING
INVESTMENT IN CAPITAL STOCKS; ALLOWING INVESTMENT IN CERTAIN
SECURITIES; CLARIFYING ISSUANCE OF DRAFTS; AMENDING SECTIONS
32-1-211, 32-1-215, 32-1-422, 32-1-433, AND 32-1-437, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it grants to the department of commerce authority to make
rules relative to allowing a bank to invest in capital stock
of certain corporations and removing the limit on certain
securities that a bank may hold. In Structuring these
rules, the department shall consider the provisions of all
applicable statutes and rules. Charges allowed may not
exceed the actual costs, supperted by documentation,
incurred in conducting special examinations. The rules must
provide adequate safeguards, in the form of substantiation

of the fiscal stability of the issuer, to ensure the
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financial inteqgrity of every quasi-governmental corporation
in which an investment is allowed. The rules may also
require evaluation to determine suitability of particular
investments.

Paramount in any rule regarding bank

investments must be the safety of depositors funds.

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

SECTION 1. SECTION 32-1-211, MCA, IS AMENDED TO READ:

»32-1-211. Examination and supervision by department.
(1) The department shall exercise constant supervision over
the books and affairs of all banks doing business 1in this
state.

(2) It shall:

(a) examine, at least once every 30 months, each of
those banks and verify the assets and 1liabilities of each
and se-far investigate the character and value of the assets
of each as to ascertain with reasonable certainty that the
values are correctly carried on the books; and

(b) submit in writing to the examined bank a report of

the examination's findings no later than 120 days after the

completion of the examination.

{3) 1t shall further investigate the methods of
operation and conduct of business of the banks and their
systems of accounting to ascertain whether the methods and

systems are in accordance with law and sound banking

-2- HB 218
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principles.

(4) It may examine under ocath any of the officers,
directors, agents, clerks, customers, or depositors of a
bank regarding the affairs and business thereef of the bank.

{5} It may, in the performance of its official duties,
issue subpoenas and administer ocaths. In case of a refusal
to obey a subpoena issued by it, the refusal may at once be
reported to the district court of the district in which the
bank is located, and the court shall enforce obedience to
the subpoena in the manner provided by law for enforcing
cbedience to the process of the court.

(6) In all matters relating to its official duties,
the department has the same power possessed by courts of law
to issue subpoenas and have them served and enforced.

(7) All officers, directors, agents, and employees of
banks doing business under this chapter and all persons
having dealings with or knowledge of the affairs or methods
of a bank shall at all times afford reasonable facilities
for the examinations and make returns and reports to the
department as it may require, They shall also attend
hearings and answer under cath the department's inquiries,
produce and exhibit any boocks, accounts, documents, and
property it desires to inspect, and in all things aid it in

the performance cof its duty."

Section 2. Section 32-1-215, Mca, is amended to read:

-3- HB 218
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“32-1-215. Special examinations and fees ——- REPCRT
WITHIN 120 DAYS. Special examinations may be made cf a bank,
trust company, investment company, building and lean
association, or credit union when in the judgment of the
department it is considered necessary, and the special
examination shall be charged for at the a rate of-§i86-a-day
for--each——-persen—engaged-in-the-examination that equals the

department's actual costs for examiner wages and travel

expenses. All special examination fees or charges shall be
paid at the conclusion of the examination, and the moneys
collected by the department shall be paid to the state
treasurer for the credit of the state special revenue fund
for the use of the department in its examination function.

THE DEPARTMENT SHALL SUBMIT IN WRITING TO THE EXAMINED BANK

A REPORT OQF THE EXAMINATION'S FINDINGS NO LATER THAN 120

DAYS AFTER THE COMPLETION OF THE EXAMINATION."

Section 3. Section 32-1-422, MCA, is amended to read:

"32-1-422, Restriction on investment in corporate
stack. (1) No commercial or savings bank shall purchase or
invest its capital or surplus or money of its depositors, or
any part of either, in the capital stock of any corporation
unless the purchase or acquisition of sueh capital stock
shaiti--be is necessary to prevent loss te the bank on a debt
previously contracted in good faith. Any capital stock so

purchased or acquired shall be scld by swek the bank within

4 HB 218
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6 months thereafter, if it can be scld for the amount of the
claim of sueh the bank against it. all capital stock thus
purchased or acquired must be scld for the best price
obtainable by said the bank within 1 year after such
purchase or acquisition, or if suech the stock is
unmarketable, it shall be charged off as an investment loss,
which shall be equivalent to the stock's sale theresf. Every
perscn or corporation violating any provision of this
section shall forfeit to the state twice the nominal amount
of such stock.

{2) Notwithstanding subsection (1), a ecommerctat--or
savings bank may invest-up-te-20%-ef-its-ecapitai-and-surpins
in-the-capttat-stock—ef-a-bank-service-cerporatien-srganized
sotety--for--the--purposec--of--providing--services-te-banksa-

acquire and hold for its own account:

{a) up to 20% of its capital and surplus in the

capital stock of a bank service corporation organized solely

for the purpose of providing services to banks;

(b) shares of stock of a federal reserve bank, without

limitation of amounkt; and

{c) shares of stock in a Montana capital company

within limits prescribed by the Montana Capital Company Act.

{3} A bank may invest any amount up to 5% of its

unimpaired capital and surplus in shares of stock of:

(a) the federal national mortgage association;

—5= HB 218
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(b) the federal home loan mortqage corporation;

(c) the federal agricultural mortgage corporation; and

{d} other corporations created pursuant to acts of

congress te meet the agricultural, housing, health, transit,

educational, environmental, or gimilar needs of the nation

when the department determines that the investment is in the

public interest."

Section 4. sSection 32-1-433, MCA, is amended to read:
*32-1-433. bimit-on-amount-of-bond-issue Investment in

certain securities, Ne-eemmercial-bank-may--purchase;--agree

to—-purechaser--or-underwrite-any-bend-issue-in-excess-of-58%
of-——ips—-unimpaired--capittat—-—and--surptuss--execept——-genaral
abligation--bonds——ef-—-the--Bnited--Setates;—-of-the-state-of
Mentana;-or-—of--the--cttiesr-——towns;--counktiesr—-ar——achoot

districts———-cf--this--stater A bank may purchase, sell,

underwrite, and hold investment securities  that are

ohligations in the form of bonds, notes, or debentures, as

provided in rules adopted by the department, A bank may

hold without 1limit investment securities that are general

obligations of the United States, cobligations that are

gquaranteed fully as to principal and interest by the United

States, or qgeneral cbligations of any state."”

Section 5. section 32-1-437, MCA, is amended to read:

*32-1-437. Acceptance and issuance of drafts and

tetters-of-credit. Every.bank organized and existing under

-6- HB 218
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the laws of Montana shall have power and authority to accept
for payment at a future date drafts drawn upon it by its
customers and--te--issue--tetters--of--ecredit, authorizing
holders thereof to draw drafts upon it or its correspondents
at sight or on time, provided that the total amount of
drafts so accepted or-ietters-of-credit-so--issued for any
cne person, firm, or corporation shall not at any cne time
exceed 20% of the capital and surplus of the accepting ot
issuing bank."

NEW SECTION. Section 6. Rulemaking autharity. The
department shall adopt rules to implement [sections 2 3
through 4 5].

NEW SECTION. Section 7. codification instruction.
{Section 5 6] is intended to be codified as an integral part
of Title 32, chapter 1, part 4, and the provisions of Title
32, chapter 1, part 4, apply to [section 5 6].

NEW SECTION. Section 8. Effective date. {This act] is
effective on passage and approval.

-End-

=7- HB 218
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HOUSE BILL NO. 218
INTRODUCED BY J. BROWN

BY REQUEST OF THE DEPARTMENT OF COMMERCE

A BILL FOR AN ACT ENTITLED: "“AN ACT GENERALLY REVISING LAWS

RELATING TGO FINANCIAL INSTITUTIONS; REQUIRING A REPORT QF

EXAMINATION WITHIN 120 DAYS OF COMPLETIQON; REVISING CHARGES

FOR EXAMINATION OF FINANCIAL INSTITUTIONS; REDEFINING
INVESTMENT [N CAPITAL STOCKS; ALLOWING INVESTMENT IN CERTAIN
SECURITIES; CLARIFYING ISSUANCE OF DRAFTS; AMENDING SECTIONS
32-1-211, 32-1-215, 32-1-422, 32-1-433, AND 132-1-437, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it grants to the department of commerce authority to make
rules relative to allowingma bank to invest in capital stock
of certain corporations and removing the limit on certain
securities that a bank may hold. In structuring these
rules, the department shall consider the provisions of all
applicable statutes and rules. Charges allowed may not
exceed the actual costs, supported by documentation,
incurred in conducting special examinations. The rules must
provide adequate safeguards, in the form of substantiation

of the fiscal stability of the issuer, to ensure the

@na Legisiative COucH

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

24

HB 0218/02

Einancial integrity of every quasi-governmental corporatien
in which an investment is allowed. The rules may also
require evaluation to determine suitability of particular
investments.

Paramount in any rule. regarding bank

investments must be the safety of depositors funds.

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

SECTION 1. sSecTION  32-1-211, MCA, IS AMENDED TO READ:

*32-1-211. Examination and supervision by department.
(1) The department shall exercise constant supervision over
the books and affairs of all banks doing business in this
state.

12} It shall:

(a) examine, at least once every 30 months, each of
those banks and verify the assets and liabilities of each
and so-far investigate the character and value of the assets
of each as to ascertain with reasonable certainty that the
values are carrectly carried on the books; and

{b) submit in writing to the examined bank a report of

the examination's findings nco later than 120 days after the

completion of the examination.

{3) 1t shall further investigate the methods of
operation and conduct of business of the banks and their
systems of accounting to ascertain whether the methods and

systems are in accordance with law and sound banking

—2- HB 218
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principles.

{(4) It may examine under oath any of the officers,
directors, agents, clerks, customers, or depositors of a
bank regarding the affairs and business thereef of the bank.

{5) It may, in the performance of its official duties,
issue subpoenas and administer cvaths. In case of a refusal
to obey a subpoena issued by it, the refusal may aL once be
reported to the district court of the district in which the
bank is located, and the court shall enforce obedience to
the subpoena in the manner provided by law for enforcing
obedience to the process of the court.

(6) In all matters relating to its official duties,
the department has the same power possessed by courts of law
to issue Subpoenas and have them served and enforced.

(7) All officers, directors, agents, and employees of
banks doing business under this chapter and all persons
having dealings with or knowledge of the affairs or methods
of a bank shall at all times afford reasonable facilities
for the examinations and make returns and reports to the
department as it may require. They shall also attend
hearings and answer under cath the department's inquiries,
produce and exhibit any books, accounts, documents, and
property it desires to inspect, and in all things aid it in

the performance of its duty."

Section 2. section 32-1-215, MCA, is amended to read:

-3~ HB 218
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*32-1-215. Special examinations and fees -- REPORT
WITHIN 120 DAYS. Special examinations may be made of a bank,
trust company, investment company, building and loan
association, or credit union when in the judgment of the
department it is considered necessary, and the .special
examination shall be charged for at the a rate s¢-5if8-a-day
for--each--perasn-engaged-in-the-examination that equals the

department's actual costs _for examiner wages and travel

expenses. All special examination fees or charges shall be
paid at the conclusion of the examination, and the wmoneys
collected by the department shall be paid to the state
treasurer for the credit of the state special r1evenue fund
for the use of the department in its examination function.

THE DEPARTMERT SHALL SUBMIT IN WRITING TC THE EXAMINED BANK

A REPORT OF THE EXAMINATION'S FINDINGS NO LATER THAN 120

DAYS AFTER THE COMPLETION OF THE EXAMINATION."

Section 3. Section 32-1-422, MCA, 1s amended to read:

"32-1-422. Restriction on investment in corporate
stock. (1) No commercial or savings bank shall purchase or
invest its capital or surplus or money of its deposiltors, ar
any part of either, in the capital stock of any corporaticon
unless the purchase or acquisition of such capital stock
shati-~be is necessary to prevent loss to the bank on a Jdebt
previocusly contracted in good faith. Any capital SEock 50

purchased or acquired shall be sold by =ueh the bank within

—-4- HHB 214
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6 months thereafter, if it can be sold for the amount of the
claim of such the bank against it. All capital stock thuas
purchased or acquired must be sold for the best price
cbtainable by said the bank within 1 year after such
purchase or acquisition, or if ®such the stock is
unmarketable, it shall be charged off as an investment loss,
which shall be equivalent to the stock's sale thereeof, Every
person  or corporation violating any provision of this
section shall forfeit to the state twice the nominal amount
of such stock.

{2) Notwithstanding subsection {l), a commerciai--er
savings bank may invest-up-to-28%—of-its—capittat-and-surpius
tn-che-capitai-stock-of-a-bank-service-corporation-organized
sotety--for-~-the--purpase--of--providrng--servicea-ta-bankas

acquire and hold for its own_account;

fa) up to 20% of its capital and surplus in the

capital stock of a bank service corporation organized solely

for the purpose of providing services to banks;

{b) shares of stock of a federal reserve bank, without

limitation of amount; and

(c} shares of stock in a Montana capital company

within limits prescribed by the Montana Capital Company Act.

{(3) A bank may invest any amount up to 5% of its

unimpaired capital and surplus in shares of stock of:

{(a) the federal national mortgage association;
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{b) the federal home loan mortgage corporation;

tc) _the federal agricultural mortgage corporation; and

{d) other corporations created pursuant to actks ot

congress to meet the agricultural, housing, health, transit,

educational, environmental, or similar needs of the nation

when the department determines that the_ investment is in the

public interest."

Section 4. Section 32-1-433, MCA, is amended to read:
*32-1-433. bimit-on-amount-of-bond-issue [nvestment in

certain securities. No-commerctat-bank-may—-purchase;--agreas

to-—purchase;--or-underwrite-any-bond-tsosne-itn-excess of 50%
of-—its--unimpaired--capitair--and--surptus;--excepe--generat
obtigation--bondas--of-~the--United--Stateay—-- :hefstate;of
Montanay-or——of--the-—ecities;——townss~-countias;——or--sehsaot

distriets-—-of--this--state: A bank _may pucchase, sell,

underwrite, and hold investment securities that  adre

obligations in the form of bonds, notes, or debentures, as

provided in rules adopted by the department. A bank may

hold without limit investment securities that are general

obligations of the United States, obligations that are

quaranteed fully as to principal and_interest by the Uniced

States, or general obligations of any srate.”
Section 5. Section 12-1-437, MCA, is amended to read:
"32-1-437. Acueplance and isgsuance of drafts &and

terters-of-eredit. Kviry bank organized and existing under
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the laws of Montana shall have power and authority to accept
for payment at & Ffuture date drafts drawn upon it by its
customers and--to—-issue--tetters--of--credit, authorizing
holders thereof to draw drafts upon it or its correspondents
at sight or on time, provided that the total amocunt of
drafts so accepted or-itetters-of-credit-sc—-issued for any
one person, firm, or corporation shall not at any one time
exceed 20% of the capital and surplus of the accepting or
issuing bank."

NEW SECTION. Section 6. Rulemaking authority. The
department shall adopt rules to implement [sections 2 3
through 4 51].

NEW SECTION. Section 7. codification instruction.
[Section 5 6] is intended to be codified as an integral part
of Title 32, chapter 1, part 4, and the provisions of Title
32, chapter 1, part 4, apply to [section 5 §].

NEW SECTION. Section 8. Effective date. [This act] is
effective on passage and approval.

-End-
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HOUSE BILL NO. 218
INTRODUCED BY J. BROWN
BY REQUEST OF THE DEPARTMENT OF COMMERCE
A BILL FOR AN ACT ENTITLED: "“AN ACT GENERALLY REVISING LAWS

RELATING TO FINANCIAL INSTITUTIONS; REQUIRING A REPORT OF

EXAMINATION WITHIN 120 DAYS OF COMPLETION; REVISING CHARGES

FOR EXAMINATION OF FINANCIAL INSTITUTIONS; REDEFINING
INVESTMENT IN CAPITAL STOCKS; ALLOWING INVESTMENT IN CERTAIN
SECURITIES; CLARIFYING ISSUANCE OF DRAFTS; AMENDING SECTIONS
32-1-211, 32-1-215, 32-1-422, 32-1-433, AND 32-1-437, MCA;

AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

STATEMENT OF INTENT

A statement of intent is required for this bill because
it grants to the department of commerce authority to make
rules relative to allowing a bank to invest in capital stock
of certain corporations and removing the limit on certain
gsecurities that a bank may hold. In structuring these
rules, the department shall consider the provisions of all
applicable statutes and rules. Charges allowed may not
exceed the actual costs, supported by documentaticn,
incurred in conducting special examinations. The tules must
provide adequate safeguards, in the form of substantiation

of the fiscal stability of the issuer, to ensure the
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financial integrity of every quasi—governmental corporation
in which an investment is allowed. The rules may also
require evaluation to determine suitability of particular
investments.

Paramount in any rule regarding bank

investments must be the safety of depositors funds.

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

SECTION 1. SecTION 32-1-211, MCA, IS AMENDED TO READ:

*32-1-211. Examination and supervision by depariment.
{1} The department shall exercise constant supervision over
the books and affairs of all banks doing business 1in Lhis
state.

{2} It shall:

(a) examine, at least once every 30 months, each of
those banks and verify the assets and liabilities of each
and ae-far investigate the character and value of the assets
of each as to ascertain with reasonable certainty that the
values are correctly carried on the books; and

(b) submit in writing to the examined bank a report of

the examination’s findings no later than 120 days after the

completion of the examination.

(3} It shall further investigate the methods of
operation and conduct of business cf the banks and their
systems of accounting to ascertain whether the methods and

systems are in accordance with law and sound banking

-2~ HB 218
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principles.

{4) It may examine under oath any of the officers,
directors, agents, clerks, customers, or depositors of a
bank regarding the affairs and business thereof of the bank.

{9) 1t may, in the performance of its official duties,
issue subpoenas and administer ocaths. 1In case of a refuysal
to cbey a subpoena issued by it, the refusal may at once be
reported to the district court of the district in which the
bank is located, and the court shall enforce obedience to
the subpoena in the manner provided by law for enforcing
ocbedience to the process of the court.

(6) In all matters relating to its official duties,
the department has the same power possessed by courts of law
to issue subpoenas and have them served and enforced.

(7) All officers, directors, agents, and employees of
banks doing business under this chapter and all persons
having ~ dealings with or knowledge of the affairs or methods
of a bank shall at all times afford reasonable facilitijes
for the examinations and make returns and reports to the
department as it may require, They shall also attend
hearings and answer uander cath the department's inquiries,
produce and exhibit any books, accounts, documents, and
property it desires to inspect, and in all things aid it in

the performance of its duty.”

Section 2. section 32-1-215, MCA, is amended to read:

~-3- HB 218
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"32~1-215. Special examinations and fees -- REPORT
WITHIN 120 DAYS. Special examinations may be made ol a bank,
trust company, investment company, building and loan
association, or credit wunion when in the judgment of the
department 1t is considered necessary, and the special
examination shall be charged for at the a rate ot-$5100-a-day
for--each--perassn-engaged-in-the-examinatiton that egualg_ﬁng

department's actual costs for examiner wages and travel

expenses. All special examination fees or charges shall be
paid at the conclusion of the examination, and the moneys
collected by the department shall be paid to the state
treasurer for the credit of the state special revenue fund
for the use of the department in its examination function.

THE DEPARTMENT SHALL SUBMIT IN WRITING TO THE EXAMINED _BANK

A REPORT OF THE _EXAMINATION'S FINDINGS NO LATER THAR 120

DAYS AFTER THE COMPLETION OF THE EXAMINATION."

Section 3. Section 312-1-422, MCA, is amended to read:

*32-1-422, Restriction on investaent in corporate
stock. (1) No commercial or savings bank shall purchase ar
invest its capital or surplus or money of its depusitors, or
any part of either, in the capital stock of any corpurdation
unless the purchase or acquisition of sueh capital sLOCK
shatt--be i5 necessary to prevent loss to the bauk un a Jdebr
previously contracted in good faith. Any capital stock  so0

purchased or acquired shall be sold by such the bank within

—q- HB 218
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6 months thereafter, if it can be sold for the amount of the
claim of sweh rhe bank against it. All capital stock thas
purchased or acquired must be sold for the best price
aobtainable by said the bank within 1 year after such
purchase or acquisition, or if =ueh the stock is
unmarketable, it shall be charged off as an investment loss,
which shall be eguivalent to the stock's sale theresf. Every
person or corporation violating any provision of this
section shall forfeit to the state twice the nominal amount
of such stock.

{2) Notwithstanding subsection (1}, a eommereiat--or
savings bank may invest-up-to-20%-of-ira-capitai-and-surpiua
tn-the-capttat-stock-of-a-bank-service-corporatien-organired
soieiy--for--the--purpose—-of--providing--services-to-bankas

acquire and hold for its own account:

{a) up tc 20% of its capital and surplus in  the

capital stock of a bank service corporation crganized solely

for the purpose of providing services to banks;

{b} shares of stock of a federal reserve bank, without

limitation of amount; and

§{¢) shares of stock in a Moantana capital company

within limits prescribed by the Montana Capital Company Act.

{3) A bank may invest any amount up to 5% of its

unimpaired capital and surplus in shares of stock of:

(a) the fEederal national mortgage association;

-5- HBR 218
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(b) the federal home loan mortgage corpordtiun;

{c) the federal agricultural mortgage corporarciun; and

{d) other corporations created pursuant tu avts of

congress to meet the agricultural, housing, health, transit,

educational, environmental, or similar needs of the _nation

when the department determines that the investmeat is in the

public interest.”

Section 4. sSection 32-1-433, MCA, is amended to read:
®32-1-431. bimit-on-ameunt-of-bend-issne I[nvestment 1n

certain securities. No-commereial-bank-may--purchasas;--agree

to--purchase;-—or-underwrite-any-bend-isane-itn-excess-or Sg%
of--tts--unimpaired--capital--and--anrpiua;--axcept  genecat
abligatton--bends--of--the--United—-States;--=r the-state-of
Montana;—or--of--the--¢rtiea;--townas-—-countres;- ar--schoot

distriets---of--thia--states A bank may purchase, sell,

underwrite, and hold investment securities that  are

obligations in_ the form of bonds, notes, or debentures, as

provided in rules adopted by the department. A bank may

hold without limit_ investment securities that are general

obligations of the United States, obligations that _are

guaranteed fully as to principal and interest by the United

States, or general obligations of any state.®

Section 5. Section 32-1-437, McA, is amended to read:

"32-1-437. Acceptance and issuance of drafts and

tettera-of-credit. Every bank organized and ex:sting under
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the laws of Montana shall have power and authority to accept
for payment at a future date drafts drawn upon it by its
customers and--to--issue--ietters--of--ecredit, authorizing
holders thereof to draw drafts upon it or its correspondents
at sight or on time, provided that the total amount of
drafts so accepted or-tettera-of-ceedit-so--imssned for any
one person, firm, or corporation shall not at any one time
exceed 20% of the capital and surplus of the accepting or
issuing bank."

NEW SECTION. Section 6. Rulemaking authority. The

department shall adopt rules to implement [sections 2

]

through 4 5].

NEW SECTION. Section 7. Codification instruction.
[Section § &] is intended to be codified as an integral part
of Title 32, chapter 1, part 4, and the provisions of Title
32, chapter 1, part 4, apply to [section 5 &].

NEW SECTION. Section B. Effective date. [This act] is
effective on passage and approval.

-End-
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