
HOUSE BILL NO. 218 

INTRODUCED BY J. BROWN 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

JANUARY 17, 1989 

JANUARY 27, 1989 

JANUARY 28, 1989 

JANUARY 30, 1989 

JANUARY 31, 1989 

FEBRUARY 1, 1989 

FEBRUARY 2, 1989 

MARCH 7, 1989 

MARCH 8, 1989 

MARCH 10, 1989 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

STATEMENT OF INTENT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 94; NOES, 3. 

TRANSMITTED TO SENATE. 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

SECOND READING, CONCURRED IN. 

THIRD READING, CONCURRED IN. 
AYES, 47; NOES, 0. 

RETURNED TO HOUSE. 



MARCH 11, 1989 

IN THE HOUSE 

RECEIVED FROM SENATE. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED BY 

BY REQUEST 

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, 32-1-422, 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 feesw 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 ~ rate of-$166--a--day--for--eaeh--person 

en9e:9ed--:in.--t:ne--exl!m:inH:t-i:on that equals the depa.~l_E!lent '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 stteh capital stock 

sh~ii-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 stteh the bank within 

6 months thereafter, if it can be sold for the amount of the 

claim of sueh the bank against it. All capital stock ~htls 

purchased or acquired must be sold for the best price 

obtainable by sate the bank within 1 year after such 

purchase or acquisition, or if Stlc::rt the stock is 

unmarketable, it shall be charged off as an investment loss, 

which shall be equivalent to the stock's sale ehereof. 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 eomme~eiei-o~ 

~ev:ing~ bank may ±nve~t-ttp-to-~9%-of-its-eapita±~!!nd-stl~pirts 

±n-t:he-eapitai-st:oek-of-e:-bank-serv-i:ee-eerpo~et:ion-o~9antzed 

soiely-for-the---ptlrpo8e--of--previdin9--serviee~--t:o--bH:nks7 

-2- INTRODUCED BILL 
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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 amount; and 

(C} shares of stock in a Montana capital company 

within limits prescrib~d by the Montana Capital Company ~ct. 

~~-!>?nk may invest any amount up to 5% of its 

unimpaired capital and surplus in shares of stock of: 

(a} the federal national mortgage association; 

i~ the federal home loan mortgage corporation~ 

(c) the federal agricultural mortgage corporation; and 

~ther corporations created pursuant to acts of 

~9-~9__!"._ess to meet the agricultural, housing, health, transit, 

educational, environme~~al, or similar needs of the nation 

when the department determines that the investment is in the 

public interest." 

Section 3. Section 32-1-433, MCA, is amended to read: 

"32-1-433. h~m±t-oft-amottftt-o~-bond-tsstl~ Investment in 

certain securities~ No-eomme~eial-bank-may-ptlreha~e7 -ag~ee 

to-p~~ehase,-or-ttnderwrtte-a"y-bond-%sstte-in-exeess--o£--5S% 

oE--i~~--Hnim~aired--esp±tal--and--~Hrpltls7--exeep~--ge"e~al 

obl±gat±en-bonds-o£-the--Hni~ed--States;--oE--the--state--o~ 

Montana,--or--o£--the--e±tie~,--towns7 --eottnties 7 --o~-sehool 

-3-
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e±~triet~--o£--th±s--state. A bank may purchase, _sell, 

underwrite, and hold investment securities -~hat~ 

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

provided in rules adopted by the department. A bank may 

hold without limit investment securities that_ are genera_!_ 

obligations of the United States, obl~ __ g~t~~?ns __ that are 

~a ran teed fully as to principal and interest by__!~Uni t_~~ 

States, or general obligations of any state.'' 

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

•]2-1-437. Acceptance and issuance of drafts ~nd 

±e~~er~--o£--~red±t. 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 upon it by its 

customers and--to--issue--ietter~--o£--~red~t, 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-±etter~-o£-e~edit-~e-isSM@d 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 5. Rulemaking authority. The 

department shall adopt rules to implement 

through 4]. 

NEW SECTION. Section 6. Codification 

[sections 2 

instruction. 

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

-4-
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1 of Title 32, chapter l, part 4, and the provisions of Title 

2 32, chapter 1, part 4, apply to [section 5]. 

3 NEW SECTION. Section 7. Effective date. [This act] is 

4 effective on passage and approval. 

-End-

-5-



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB218 , as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

The act generally revises laws relating to financial institutions; revises charges for examination of financial 
institutions; redefines investment 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 

Revenues: law law Difference law law Difference 

State Special Revenue 
Increase Assessments and Fees $3,000 $3,000 $ -0- $3,000 $3,000 $ -0-

Fiscal Note for HB218, as introduced 

Hl3 2.11' 



STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitt.ed a revised Fiscal Note for ~B218 ,as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: 

The act generally revises laws relating to financial institutions; revises charges for examination of financial 
institutions; redefines investment 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 

Rewmues: law law Difference law law Difference 

State Special Revenue 
Increase Assessments and Fees $ -0- $3,000 $3,000 $ -0- $3,000 $3,000 

~~ l/__2b/Rt 

Revised Fiscal Note for HB218, as introduced 

Hf3 2.1 f- ffevtse-J 
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APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOPJIENT 

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-l-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, 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 
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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-l-211, HCA, IS AMENDED TO READ: 

•32-1-211. Exaaination and supervision by department. 

(l) The department shall exercise constant supervision ove~ 

the books and affairs of all banks doing business in this 

state. 

(2) It shall: 

1!1 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 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. 

I]) It 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 r~arding the affairs and business the~eof of the bank. 

(5} It may, in the performance of its official duties, 

issue subpoenas and administer oaths. 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 

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 oath the department•s inquiries, 

produce and exhibit any books, accounts, documents, and 

p~operty it desires to inspect, and in all things aid it in 

the performance of its duty. u 

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

-3- HB 218 
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•32-1-215. Special eiaminations 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 ~he ~ rate o£-$199-e-dey 

for--@aeh--persen-engaged-in-~h@-eMamina~ien 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 OF THE EXAMINATION'S FINDINGS NO LATER THAN 120 

DAYS AFTER THE COMPLETION OF THE EXAMINATION." 

Section 3. Section 32-l-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 s~eh capital stock 

shall--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 sneh the bank within 

-4- HB 218 
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6 months thereafter, if it can be sold for the amount of the 

claim of s~eh the bank against ita All capital stock ~h~~ 

purchased or acquired must be sold for the best price 

obtainable by ~aid the bank within 1 year after such 

purchase or acquisition, or if ~~eh the stocK is 

unmarketable, it shall be charged off as an investment loss, 

which shall be equivalent to the stock 1 s sale ~heree£. 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 eemmere±al--er 

sa¥in~s bank may ±nvest-~p-~e-~6%-o£-i~s-eap±tal-and-sttrpitts 

in-the-eapitat-steek-o£-a-bank-serviee-corporatieft-er~aft~~ed 

se±e±y--for--~he--parpese--e£--pre¥±dtn~--serv±ees-to-ban~so 

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 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; 

-5- HB 218 
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(b) the federal home loan mortgage corporation: 

(C) the federal agricultural mortgage corporation; and 

(d) other corporations created pursuant to acts of 

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. b±mit-on-amou~~-of-bo~d-isstte Investment in 

certain securities. He-eemm~reial-ba~~-m8y--pttrehase,--aqree 

~o--pureftase 7--or-ttnderwr±te-a~y-boftd-isstte-in-exee~s-o£-S9% 

ef--i~~--ttnimpaired--eapi~a~--and--surplus,--exeept--q~neral 

ebliqa~±en--bonfts--e£--the--Snited--S~a~es,--of-the-state-o£ 

Men~a~a7-or--or--the--e±ties,--towns7--eount±es,--or--sehool 

distriets---o£--th±s--sta~e7 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 rna~ 

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: 

•]2-1-437. Acceptance and issuance of drafts and 

~etters-o£-eredit. Every bank organized and existing under 

-6- HB 218 
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l the laws of Montana shall have power and authority to accept 

2 for payment at a future date drafts drawn upon it by its 

3 customers an~--te--ieeHe--ietters--o£--e~edit, authorizing 

4 holders thereof to draw drafts upon it or its correspondents 

5 at sight or on time, provided that the total amount of 

6 drafts so accepted or-ietters-o£-eredtt-eo--~sstted for any 

7 one person, firm, or corporation shall not at any one time 

8 exceed 20% of the capital and surplus of the accepting or 

9 issuing bank." 

10 NEW SECTION. Section 6. Rulemaking authority. The 

11 department shall adopt rules to implement [sections ~ l 

12 through 4 ~]. 

13 NEW SECTION. Section 7. Codification instruction a 

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

15 of Title 32, chapter 1, part 4, and the provisions of Title 

16 32, chapter 1, part 4, apply to [section 5 !l· 

17 NEW SECTION. Section 8. Effective date. [This act I is 

18 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 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, 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 
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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 

investments must be the safety of depositors funds. 

bank 

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. Ezamination and supervision by department. 

(1) The department shall exercise constant supervision over 

the books and affairs of all banks doing business 1n this 

state. 

12) It shall.:_ 

~ examine, at least once every 30 months, each of 

those banks and verify the assets and liabilities of each 

and ~~-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~~ 

1 b) submit in writing to the exami_ned bank a repor~ _ __Q_f 

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

completion of the examination. 

13) It 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 ~h~reof of the bank. 

(5) It may, in the performance of its official duties, 

issue subpoenas and administer oaths. 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 

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 oath 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 ~ rate of-St86-e-dey 

for--eaeh--per~eft-eft9&9ed-in-the-exam±nat±o~ ~~~~_equa~~~~ 

department's actual costs for examiner -~~~es_~-~~~ 

expenses. All special examination fees or charges shall be 

paid at the conclusion of the examination, and the muneys 

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 fl1nction. 

THE DEPARTMENT SHALL SUBMIT IN WRITING TO THE EXAAIN~D- _I)ANK 

A REPORT OF THE __ ~XAMINA_'!'ION'~XI(IjJ2HIGS NO~ _ _'!'HAN__!20 

DAYS ~!~R THE_ COMPLETION OF THE EXAMINATION." 

Section 3. Section 32-1-422, MCA, 1s amc:-ndt=>d to rea.d: 

"32-1-422. Restriction on investment in corporate 

stock. (l) No commercial or savings bank shall purcn~se or 

invest its capital or surplus or money of its depusilors, or 

any part of either, in the capital stock of any corporation 

unless the purchase or acquisition of ~~~h capitdl scock 

:!!hed·l--be is necessary to prevent los!j t~l the b...1nk on d Jebt 

previously contracted in good faith. Any cdpll.Jl st,)CK so 

purchased or acquired shall be sold by ~tteh th~ bank w1lhirl 
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6 months thereafter, if it can be sold for the amount of the 

claim of s~ch the bank against it. All capital stock th~s 

purchased or acquired must be sold for the best price 

obtainable by said the bank within year after such 

purchase or acquisition, or if ~ttch the stock is 

unmarketable, it shall be charged· off as an investment loss, 

~hich shall be equivalent to the stock's sale the~eoE. 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 comme~e~a%--or 

savift9S bank may invest-up-to-i9%-o£-it~-eapital-and-s~rplH8 

in-the-eap±tal-stoe~-of-a-8anh-serviee-eorporation-or98ft±zed 

soieiy--fer--the--pttrpose--of--pro•±d±~g--serviees-te-bsftk~. 

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 amount; and 

tc) shares of stock in a Montana capital ~ompany 

within limits prescribed by the Montana Capital Company Act. 

ill A bank may invest any amount up to 5\ of its 

unimpaired capital and surplus in shares of stock of: 

(a) the federal natio~~~ mortgage association; 
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l!U__the federal, home loan mo!"_~'la:q~--~or~)~<:~~iun; 

(c) the federal agricultural morl_g~~~_!_EQ_!"dt tuni ~~~~ 

(d) other corporations created pursu~_0t tu dcts ot 

congress to meet the aqricultural! __ houS:inq, health, t.~d~~~~~-~ 

educational, environmental, or similar needs of the na.tion 

when the department determines that the investment i ~~~! n ___ t he 

public interest." 

Section 4. Section 32-1-433, M.CA, is amended to read: 

•J2-l-4-33. b±lfti:-t-oft~.amount-er-eend-1-~stt~ I nve~_~men t ___ ~~ 

certain securities. No-eommere±8i-b8ftk-m.ay--pur~Mtt~er--a9re~ 

to--pttreha~e,--or-an8erwrite-eny-bond-±~~tte-±n-e~e~~~ ~r Se% 

of--it~--ttnimpeireft--eap±ta±--and--~ttrpius,--except--9enerat 

eelig8t±oft--boftds--eE--the--an±ted--5t8tes,--e~ ~~e-~tate-of 

Ment.afta,-or--o£--the--eities,--tewns7--eottnties,--or--~e~ooi 

d±~tr1:-ets---o£--this--st8te. A bank may purchase, sel~ 

underwrite,_ and hold investment s~curities -~-- dre 

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

provided in rules adopted by the depar~m~~~-~~~~~~ 

hold without limit_ investment securities that __ ar~_~l~~~-~~ 

obligations of th_e_ [Jnited ~States, obligationS: __ ~hat.~~ 

guarantee~ ~~~to pri!!_~~-~~Q~~-~~~rest J?y _ __!_!::~ United 

States, or genera~_f?LI i'.l~~-i~~s of_9-n_y_ __ stat~'' 

Section 5. SeclitJn -12-1-437, M.CA, ls amended to rea.d: 

• 32-l-437. Acct.' pi •• nee and issuance of drafts ~nd 

-l:etters-of-eredi:t. 1-:Vt'l y b<tnk orqanized and exi~-;tinq unde[ 
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1 the laws of Montana shall have power and authority to accept 

2 for payment at a future date drafts drawn upon it by its 

3 customers anft--te--issHe--lettera--o£--ered±t, authorizing 

4 holders thereof to draw drafts upon it or its correspondents 

5 at sight or on time, provided that the tOtal amount of 

6 drafts so accepted or-%etter~-of-er~dit-ao--issue~ for any 

7 one person, firm, or corporation shall not at any one time 

8 exceed 20\ of the capital and surplus of the accepting or 

9 issuing bank.'' 

NEW SECTION. Section 6. Ruleooaking authority. 

department shall adopt rules to implement [sections 

through 4 ~]. 

The 

i! 3 

10 

ll 

12 

13 NEW SECTION. Section 7. Codification instruction. 

14 (Section S ~I is intended to be codified as an integral part 

15 of Title 32, chapter 1, part 4, and the provisions of Title 

16 32, chapter 1, part 4, apply to {section 5 ~). 

17 NEW SECTION. Section 8. Effective date. [This aqtJ is 

18 effective on pd~~age 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 

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 
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financial integrity of every quasi-governmental corporation 

in which an inves~ment 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-l-2ll, MCA, IS AMENDED TO READ: 

•J2-l-2ll. E~amination and supervision by department. 

(1} The department shall exercise constant supervision over 

the books and affairs of all banks doing business in this 

state. 

(21 It shall~ 

~ examine, at least once every JO months. each of 

those banks and verify the assets and liabilities of each 

and ~e-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 re£ort of 

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

completion of the examination. 

( 3) It shall further investigate the mel hods of 

operation and conduct of business of the banks dnd the1r 

systems of accounting to ascertain whether tl1~ methods and 

systems are in accordance with law and sound banking 
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principles. 

{4) It may examine under oath any of the officers, 

directors, aqentsr clerks, customers, or depositors of a 

bank regarding the affairs and business thereof of the bank. 

(5) It may, in the performance of its official duties, 

issue subpoenas and administer oaths. 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 

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 unde~ this chapter and dll pe~sons 

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 oath 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-l-215, MCA, is amended to read: 
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•]2-1-21~. Special examinations and fees :__- -~EPOR'!: 

WITHIN 120. DAYS. Special examinations may be made or ct bank, 

trust company, investment company, building dnd lvan 

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! rate ot-$160-a-day 

tor--~ae~--p~r~en-en9e9ed-in-~he-exemtn8~ion that equals t~~ 

department • s actual costs for exami!ler _wages ~n~ ___!_!av~! 

expenses. All special examination fees or charge~ shalL be 

paid at the conclusion of the examindt ion, and the moneys 

collected by the department shall be pdid to the ~tdte 

treasurer for the credit of the state spec1al reve1lue fund 

for the use of the department in its examinat ian function. 

THE DEPARTMENT SHALl, SUBMI1' IN WRITING 'rQ _ _!HE_I::XAMlN_~D BANK 

A REPORT OF THE EXAMINA'l'ION'S F!NUlNGS NO LATER 'l'HAN 120 - --~----~~ -----

DAYS AFTER THE COMPLETION OF THE EXAMINJI'fiON."' 

Section 3. Section 32-l-422, MCA, 1s arn~nde~i to redd: 

•]2-1-422. Restriction on invest•enl in corpordte 

stock. (1) No commercial or savings bank shall pu,cha5e or 

invest its capital or surplus or money of its depus&tc)rs, or 

any part of either, in the capital ::ilock ot dny corpul..Jtiun 

unless the purchase or acquisition of :stseh cuptt..JI stock 

!!hail--be is necessary to prevent los:;; lo the bdllk un d d~bt 

previously conttacted in good faith. AllY cdpitdl stuck ~o 

purchased or dcquired shdll be sold by :!t2eM !:_.!!~ lhHlk with1n 
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6 aonths thereafter, if it can be sold for the amount of the 

claim of sacft the bank against it. All capital stock thus 

purchased or acquired aust be sold for the best price 

obtainable by ~aid the bank within 1 year after such 

purchase or acquisition, or if s~eh the stock is 

unmarketable, it shall be charged off as an investment loss, 

which shall be equivalent to the stock's sale theree~. 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 11), a ea.aere~a~--or 

aavin~s bank may inveat-up-to-iBt-ef-ita-cap~tal-and-surplua 

in-the-eap~tat-stoek-of-a-bank-serviee-eorporatien-erganized 

selely--for--the--parpose--ef--proy±diftg--serviees-to-bank~o 

acquire and hold for its own account: 

(a) up to 20\ of its capital and surplus 1n 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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...l!!L_ the federal home loan mortqaqe cor_pord~J.vn; 

(c) the federal agricultural mortgage corporathJO~ _ _E_~ 

lli other cor poe at ions created pursuan_t ~u _.:tr..:_! s of 

congress to meet the agricultural, housing. health, !r-:i:n~!:~.! 

educational, environmental, or similac needs of th~_ (I~E_ion 

when the department de~ermines that the investment is in the 

public interest." 

Section 4. Section 32-1-431. MCA, is amended tv read: 

•]2-1-433. biait-eft-amoant-ot-bond-t~~ne ~~ve~~~~~t~ 

cectain securities. Ho-eoma~retei-henk-may--pureh~~~,--o9ree 

~e--pareha~e,--or-aftderwrite-any-bond-t~~ae-~n-exee~~-~r 5~% 

ot--±ts--~ftimpaired--eapital--aft~--sarpia~ 7 --exeep~ ~enerai 

obliqetioft--honds--of--th~--~ftited--State~,--cr ~he-~tate-or 

Montana,-or--of--the--e%ties,--town~,--eoant~esw- or--~eh~oi 

distriets---ef--thi:s--stateo A bank may purchase, se _1 !:.._!.. 

underwrite, and hold investment securities ~ -~!~ 

obligations in the form of bonds, notes, or 9:eb~~~~~r~~~ 

provided in rules adopted by the department. ---~--ba~~ 

hold without limit investment securiti_t7? __ ~hdt -~!~_qener~!_ 

obligations of the United States, obligations that~ 

guaranteed fully as to principal and_1nterest by the United 

States, or general obligations uf dny state." 

Section 5. Sect ion 32-l-4 37, MCA, i ~ amended to rt:!ad: 

•]2-1-437~ Acceptance and issuance of d~afts dnd 

%etters-of-eredit. Every bank o~ganized and ex~st1ng under 
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the laws of Montana shall have power and authority to accept 

2 for payment at a future date drafts drawn upon it by its 

l custoaers aftd--~e--iaaue--le~~ere--of--ered~~, authorizing 

4 holders thereof to draw drafts upon it or its correspondents 

5 at sight or on time, provided that the total amount of 

6 drafts so accepted or-i~~~ers-ef-ere~±t-ae--issued for any 

7 one person, firm, or corporation shall not at any one time 

8 exceed 20\ of the capital and surplus of the accepting or 

9 issuing bank." 

10 NEW SECTION. Section 6. Ru1....,king autbority. The 

ll department shall adopt rules to implement [sections i l 

12 throu9h 4 ~~. 

13 NEW SECTION. Section 7. Codification instruction. 

14 (Section 5 ~~ is intended to be codified as an integral part 

15 of Title 32, chapter 1, part 4, and the provisions of Title 

16 32, chapter 1, part 4, apply to (section 5 ~). 

17 NEW SECTION. Section 8. Effective date. (This act I is 

18 effective on passage and approval. 

-End-
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