
HOUSE BILL NO. 201 

INTRODUCED BY HIBBARD, CHRISTIAENS, BACHINI, 
REHBEIN, BOHLINGER, NATHE 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

JANUARY 15, 1993 

JANUARY 18, 1993 

FEBRUARY 4, 1993 

FEBRUARY 5, 1993 

FEBRUARY 6, 1993 

FEBRUARY 8, 1993 

FEBRUARY 9, 1993 

FEBRUARY 10, 1993 

FEBRUARY 11, 1993 

MARCH 10, 1993 

MARCH 11, 1993 

MARCH 12, 1993 

MARCH 13, 1993 

IN THE HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & ECONOMIC DEVELOPMENT. 

FIRST READING. 

ON MOTION, ADDITIONAL SPONSORS ADDED. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

SECOND READING, DO PASS. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 96; NOES, 3. 

TRANSMITTED TO SENATE. 

IN THE SENA'rE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON BUSINESS & INDUSTRY. 

FIRST READING. 

COMMITTEE RECOMMEND BILL BE 
CONCURRED IN. REPORT ADOPTED. 

ON MOTION, CONSIDERATION PASSED 
FOR THE DAY. 

SECOND READING, CONCURRED IN AS 
AMENDED. 

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

RETURNED TO HOUSE WITH AMENDMENTS. 

IN THE HOUSE 



MARCH 31, 1993 

APRIL 2, 1993 

SECOND READING, AMENDMENTS 
CONCURRED IN. 

THIRD READING, AMENDMENTS 
CONCURRED IN. 

SENT TO ENROLLING. 

REPORTED CORRECTLY ENROLLED. 
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INTRODUCED 
-~JJ,L~-~ 

BY .,,,,•,,·- 1, ~v4-:rzL.t.<, .1t~ >C, I'( 
·, .iv A,!i , 

, ,. I . BY REQUE~T OF THE DEPARTMENT OF COMMERCE 

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

LAWS RELATING TO BANKING; REVISING THE LAWS RELATING TO THE 

STATE BANKING BOARD; REMOVING THE DIRECTOR OF THE DEPARTMENT 

OF COMMERCE AS THE CHAIRMAN OF THE BOARD; AUTHORIZING THE 

BOARD TO ELECT A PRESIDING OFFICERJ REDUCING THE TIME 

BETWEEN BANK INSPECTIONS; AUTHORIZING THE ACCEPTANCE OF 

FEDERAL REPORTS IN LIEU OF EXAMINATIONS; CLARIFYING THE 

PURPOSE OF THE BANKING LAWS; APPLYING GENERAL CORPORATE LAW 

TO THE FORMATION AND REORGANIZATION OF BANKS; EXCLUDING 

REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING; 

REVISING BANK INVESTMENTS; REMOVING THE LIMIT ON SAFE 

DEPOSIT FUNCTIONS; REVISING RESERVE REQUIREMENTSJ REVISING 

DISSOLUTION, CLOSING, AND LIQUIDATION PROCEDURES; 

STATUTORILY APPROPRIATING UNCLAIMED FUNDS FOR THE PAYMENT OF 

CLAIMS; AMENDING SECTIONS 2-15-1803, 2-18-103, 17-7-502, 

32-1-101, 32-1-109, 32-1-201, 32-1-202, 32-1-211, 32-1-218, 

32-1-234, 32-1-301, 32-1-302, 32-1-307, 32-1-308, 32-1-322, 

32-1-325, 32-1-339, 32-1-340, 32-1-361, 32-1-374, 32-1-402, 

32-1-412, 32-1-422, 32-1-423, 32-1-424, 32-1-432, 32-1-446, 

32-1-452, 32-1-455, 32-1-465, 32-1-467, 32-1-4B4, 32-1-507, 

32-1-513, 32-1-515, 32-1-518, 32-1-531, 32-1-532, 32-1-534, 

~,n,,..,.,..,,..rouna, 
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32-1-537, 32-1-538, 32-1-551, 32-1-552, 32-1-553, 32-1-606, 

AND 32-1-803, MCA; REPEALING SECTIONS 32-1-217, 32-1-305, 

32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 32-1-334, 

32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 32-1-353, 

32-1-354, 32-1-355, 32-1-356, AND 32-1-431, 

PROVIDING EFFECTIVE DATES." 

MCA; AND 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the bill gives the department of commerce authority to adopt 

administrative rules to implement the purposes of the 

banking laws. The banking and financial division, in 

consultation with the state banking board, should adopt 

rules that 

efficiently 

allow state-chartered banks to operate 

and in conformity with the standards and 

procedures governing national banks. The department shall 

also adopt rules governing the combination of obligations 

for lending limit calculation purposes. The rules should 

address the purpose of the loan, the ultimate common user of 

funds, the source of repayment, the percentage of ownership, 

and other relevant considerations. 

The rules on loan limitations may include limits or 

requirements for particular classes or categories of loans 

or extensions of credit, including a rule governing the 

combination of obligations for lending limit calculation 
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purposes. These rules may address the purpose of the loan, 

the ultimate user of the funds, the source of repayment, the 

percentage of ownership of the entity, and other relevant 

considerations. The department may determine when a loan 

putatively made to a person is attributable to another. 

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

Section 1. Section 2-15-1803, MCA, is amended to read: 

"2-15-1803. State banking board -- coaposition 

allocation. (1) There is a state banking board. 

(2) The board is composed of seven six members7 

¼ne¼ading-the-direeter-e£-e&JB111ereeT-er-h¼s-des¼gnee7-who--i• 

the--ehairaan-0£-the-lteard. The relft8:¼ning-s¼- members of the 

board sha¼¼ must be appointed with consideration given banks 

of small, medium, and large size and to geographical 

distribution. At-¼east-one--banker--member--and--one--pttb¼¼e 

member--sha¼¼--be-appe¼nted-froa-eaeh-eongress¼ona¼-d¼str¼et 

QE-ehe-atatea Two of the six members she¼¼ must be active 

officers in state 

active officer of 

banks of Montana7L one sha¼i must be an 

a national bank doing business in 

Montana7L and 

none of whom 

shareholder of 

three sha¼¼ must be members of the public, 

sha¼¼--be is an officer, directorr or 

any state or national bank, The board shall 

elect a presiding officer from its members. 

(3) The members sha¼¼ must be appointed by the governor 
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with the consent of the senate for terms of 3 years. 

Vacancies sha¼i must be filled by appointment for the 

unexpired term. No~ member other--than--the--direeter--o~ 

eelllllleree may not serve more than two consecutive terms. 

(4) The board is allocated to the department for 

administrative purposes only as provided in 2-15-121 ... 

Section 2. Section 2-18-103, MCA, is amended to read: 

"2-18-103. Officers and employees ezcepted. Parts 1 and 

2 do not apply to the following positions in state 

government: 

(1) elected officials; 

(2) county. assessors and their chief deputyr 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and conwissions appointed by the 

governor, the legislaturer or other elected state officialsi 

(6) officers or members of the militiai 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of regents of higher education; 

(9) academlc and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 

the author{ty of the state board of public education; 

-4-
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(10) teachers under the authority of the department of 

corrections and human services or family services; 

lll) investment officer, assistant investment officer, 

executive director, and three professional staff positions 

of the board of investments; 

(12) four professional staff positions under the board 

of oil and gas conservation; 

(13) assistant director for security of the Montana 

state lottery; 

(14) executive director and senior investment officer of 

the Montana board of science and technology development; 

(15) executive director and employees of the state 

compensation mutual insurance fund; 

(16) state racing stewards employed by the executive 

secretary of the Montana board of horseracing; eftd 

(17) executive director of the Montana wheat and barley 

committee; and 

i!!.l commissioner of banking and financial 

institutions. 11 

Section 3. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for 

legislative appropriation or budget amendment. 
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(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-202; 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304; 15-1-111; 

15-23-706; 

15-65-121; 

15-25-123; 

15-70-101; 

15-31-702; 15-36-112; 15-37-117; 

16-1-404; 16'-1-410; 16-1-411; 

17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-409; 

17-7-304; 19-5-404; 19-6-709; 19-8-504; 19-9-702; 19-9-1007; 

19-10-205; 19-10-305; 19-10-506; 19-11-512; 19-11-513; 

19-ll-606; 19-12-301; 19-13-604; 19-15-101; 20-4-109; 

20-6-406; 20-8-111; 20-9-361; 20-26-1503; 22-3-811; 

23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 

23-7-301; 23-7-402; 27-12-206; 32-1-537; 37-43-204; 

37-51-501; 39-71-2504; 44-12-206; 44-13-102; 53-6-150; 

53-24-206; 61-5-121; 67-3-205; 75-1-1101; 75-5-507; 

75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 

80-11-310·; 82-11-136; 82-11-161; 85-1-220; 90-3-301; 

90-4-215; 90-6-331; 90-7-220; and 90-9-306. 
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(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, n·otes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana, to pay the state 

treasurer, for deposit in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

the payments. (In subsection (3): pursuant to sec. 7, Ch. 

567, L. 1991, the inclusion of 19-6-709 terminates upon 

death of last recipient eligible for supplemental benefit: 

and pursuant to sec. 18, Ch. 748, L. 1991, the inclusion of 

22-3-811 terminates June 30, 1993.)" 

Section 4. Section 32-1-101, MCA, is amended to read: 

•32-1-101. Short title -- application -- purpose. ill 
Parts 1 ~o through S7-ineiasiwe7 of this chapter shall be 

known as the "Bank Act•~ 

ill and-sha¼¼-be The bank act is applicable to~ 

ill all corporations and persona specified in 32-l-102L 

•~d-to-aueh-other 

ill corporations as-she¼¼ that subject themselves to 

speeia¼-pro•isions-and-seetions-thereof the bank act: and to 

sueh-other 
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1£1 persons, partnerships, or corporations who aha¼¼ by 

violating any-of-its-provisions the bank act become subject 

to the penalties provided therein in the bank act. 

(3) (a) The purpose of the bank act is to provide 

Montana with a sound system of state-chartered banks by 

providing for and encouraging the development of 

state-chartered banks while restricting their activities to 

the extent necessary to protect the interests of depositors. 

The purpose includes: 

(ii the sound conduct of the business of banks: 

(ii) the conservation of bank assets; 

(iii) the maintenance of adequate reserves against 

deposits; 

(iv) the opportunity for banks to compete with other 

businesses, including but not limited to other financial 

organizations existing under the laws of this state, other 

states, the United States, and foreign countries; 

(v) the opportunity for banks to serve the citizens of 

this state: 

(vi) the opportunity for banks to participate in and 

PrOIIOte the economic progress 9f Mon~ana an4 t~e United 

States; 

(vii) the opportunity for the mana.9.emen t of banks to 

exercise business ~ment in conducting the affairs of 

their inst!tut~ons1 and 
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(viii} modernization and simplifi!::~Uon of the law 

governing banking by providing that banks have all the 

rights and powers granted corporations, except~ otherwise 

provided in this chapter. 

{EL The bank act does not restrict the activities of 

banks for the purpose of protecting any person from 

competition from banks and does not confer any right or 

cau~e Q! action upon any competitor. 

(c) The purpose contained ~~ this sub~ection ill 
constitutes the standards to be observed by the commissioner 

of banking and financial institutions in the exercise of 

authority under the bank act and provides guidelines in the 

construction and_a,22_lication_of the bank act.• 

Section 5. Section 32-1-109, MCA, is amended to read: 

"32-1-109. Definitions. Hn¼ess As used in~his c~a~~l'_, 

~ the context requires otherwise, the following 

definitions apply: 

(1) "Bank holding company" means a bank holding company 

registered under the federal Bank Holding Company Act of 

1956, as amended. 

t¼till "Board" means the state banking board provided 

for in 2-15-1803. 

titill "Branch bank" means a banking house, other than 

the main banking house, maintained and operated by a bank 

doing business in the state but does not include a detached 
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facility, as provided for in 32-1-372, or a satellite 

terminal, as defined in 32-6-103. 

t3till "Capital", "capital stock", and •paid-in 

capital" mean that fund for which certificates of stock 

issued to stockholders. 

are 

t•till "City" means a city, town, or municipality, 

incorporated or unincorporated, that is an aggregation of 

inhabitants and structures sufficient to constitute a 

distinct place. 

t5t1.ll "City limits" means, in the case of: 

(a) an incorporated city, the corporate limits as 

provided for in 7-2-4101; or 

(b) an unincorporated place, the boundaries that under 

the circumstances define the city as a distinct place. 

t6t1.ll ''Common ownership" means the ownership, directly 

or indirectly, of 80\ or more of the vot_ing stock of each of 

two or more banks by an individual, group of individuals, 

entity, or corporation. 

tTtill "Community advisory board" means a group of 

citizens to advise the management of a branch bank, a 

majo[ity of whom must be residents of the county in which 

the branch bank is located. 

t8t.ill. "Consolidate" and "merge" mean the same thing 

and may be used interchangeably in this chapter. 

t9til.Q.l "Demand deposits" means all deposits, the 

-10-
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paymept of which can legally be required when demanded. 

t¼&tiill "Department" means the department of co111111erce 

provided for in Title 2, chapter 15, part 18. 

(12) "Division" means the division of banking and 

financial institutions of the department. 

t¼¼tl!.ll "Main banking house" means the principal place 

of business of a bank in the state. 

t¼it.L!!l "Net earnings• means the excess of the gross 

earnings of a bank over expenses and losses chargeable 

against those earnings during any one year. 

(15) "Principal shareholder• means a person who directly 

or indirectly owns or controls, individually or through 

others, more than 101 of any class of voting stock. 

tt3t.l!il "Profit and loss account• or "profit and loss• 

means that account carried on the books of the bank into 

which all earnings accounts and recoveries are closed, thus 

exhibiting "gross earnings", and against which all loss and 

other disbursement items are charged, revealing "net 

earnings", which are then properly closed to "undivided 

profits accounts" or •undivided profits", out of which 

dividends are paid and reserves set aside. 

tt4t1!ll •surplus• means a fund paid in or created under 

this chapter by a bank from its net earnings or undivided 

profits which, when set apart and designa.ted as such, is not 

available for the payment of dividends and cannot be used 
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for the payment of expenses or losses so long as such bank 

has undivided profits. 

t¼St1!.!!.l "Tiae deposits" means all deposits, the payment 

of which cannot legally be required within 7 days. 

tt6ti!21. "Undivided profits" means the credit balance of 

the profit and loss account of a bank." 

Section 6. Section 32-1-211, MCA, is amended to ,ead: 

•32-1-211. Ez-inatlon and supervision by departaent 

division of banking_ and financial institutions 

commissioner. (1) The department shall exercise constant 

supervision over the books and affairs of all banks and 

trust companies doing business in this state. 

(2) ft Except as provided in subsection (9), the 

department shall: 

(a) examine, at least once every 38 24 months, each of 

~hoae--Danka bank or trust company and verify the assets and 

liabilities of each and investigate the character and value 

of the assets of each as to ascertain with reasonable 

certainty that the values are correctly carried on the 

booksi and 

(b) submit in writing to the examined bank or trust 

company a report of the examination's findings no later than 

¼i& !!!, days after the completion of the examination. 

(3) ft The department shall fttrther investigate the 

methods of operation and conduct of business of the banks 

-12-
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and trust companies and their systems of accounting to 

ascertain whether the methods and systems are in accordance 

with law and sound banking principles. 

(4) it The department may examine under oath any of the 

officers, directors, agents, clerks, customers, or 

depositors of a bank or trust company regarding the affairs 

and business of the bank or trust company. 

(5) it The department 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 

department, the refusal may s~--oftee be reported to the 

district court of the district in which the bank or trust 

company is located~y--ane--the The court shall enforce 

obedience to the subpoena in the manner provid~d 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 b·y courts of law to 

issue subpoenas and have them served and enforced. 

(7) All officers, directors, agents, and employees of 

banks or trust companies doing business under this chapt~r 

and all persons having dealings with or knowledge of the 

affairs or methods of a bank or trust company 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 
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oath the department's inquiries, produce and exhibit any 

books, accounts, documents, and property i~ the department 

desires to inspect, and in all things aid it the department 

in the performance of its duty. 

(8) There is within the department a division of 

banking and financial institutions. The head of the division 

is the commissioner of banking and financial institutions, 

who shall exercise supervision and control over the 

activities and employees of the division4 The position of 

commissioner is an exempt position as provided in 2-18-103. 

The commissioner must be hired by and serve at the pleasure 

of the director of the department. The director may c_pnsult 

with the board in hiring or terminating the commissioner. 

(9) The commissioner may accept as the examination 

required by this section the findings or results of an 

examination of a bank or trust company that was made by a 

regulatory or insuring agency of the United States 

authorized to make the examination~" 

Section 7. Section 32-1-201, MCA, is amended to read: 

•32-1-201. State banking board -- secretary -- meetings 

per di.,.. (1) The state banking board, created in 

2-15-1803, shall elect a secretary from its members to serve 

at the pleasure of the board. 

(2) In performing its functions, the board shall have 

use of the offices, equipment, and pe[Sonnel of the 

-14-
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department as it requires. 

(3) The board Shall hold meetings at the office of the 

department at dates and times set by the department. Special 

meetings may be called by the chairman presiding officer at 

any time upon 3 days' notice to the members. 

(4) A quorum for all meetings shall-be is a majority of 

the board members, and a majority of the quorum present at 

any meeting may take action. 

(5) ~he-ehairmaa-shall-ha•e-a-•oiee-but-ao-•ote-in--all 

meetiftgs-e,ceept,-to-brealt-a-tie..-

t6t--Aay ~ board member exeept--the--ehairmaft may be 

removed by the governor without cause in any case. 

tTtill The board members shall receive compensation and 

travel expenses in the same manner and amount as provided 

for in 37-1-133 for boards allocated to the department of 

commerce. The costs and expenses of the board shall--1,e are 

legitimate charges of the department. 11 

Section 8. 

•32-1-202. 

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

Powers and duties of board. The state 

l,anltiftg board shall: 

(1) make final determinations upon applications for 

certificates of authoriZation for new banks, branch banks, 

mergers, consolidBtions, and relocations of banks; 

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

duties and powers given by statute or otherwise to the 
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direeter-ef-ehe department ef-eo-erce as the duties afid 

powers relate to banking." 

Section 9. Section 32-1-218, MCA, is amended to read: 

"32-1-218. Departaent to lilake rules. (1) The department 

may promulgate reasonable rules and orders concerning 

bookkeeping and accounting by state banks, including the 

keeping of reasonable credit information, information in 

connection with assets, or information in connection with 

charged-off items. 

(2) The department may adopt uniform rules to govern 

the examination and reports of banks and trust companies and 

prescribe the form in which banks and trust companies shall 

report their assets, liabilities, and reserves. 

(3) The department may adopt rures, issue orders and 

declaratory statements, disseminate information, and 

exercise its discretion to effectuate the purposes1 

policies1 and provisions of this chapter." 

JIIEW SECTION. Section 10. 

liability. A person acting 

Reliance on order -- liait on 

in good faith reliance upon a 

rule, order, or declaratory state~ent issued by the division 

is not subject to any criminal, civil, or administrative 

liability for the action if a subsequent decision by a court 

of competent jurisdiction invalidates the rule, order, or 

declaratory statement. In the case of an order or 

declaratory statement that is not of general application, 
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only the person to whom the order or declaratory statement 

was issued is entitled to rely upon it, unless a third 

person is dealing with material facts or circumstances that 

are substantially the same as those upon which the order or 

declaratory statement was based. 

NEW SECTION. Section 11. ballination of holding 

coapanies and affiliated entities. The division shall 

request assistance from and cooperate with the federal 

reserve system in the examination of bank holding companies 

under the Bank Holding Company Act of 1956 in order to 

resolve issues relating to the safety and soundness of banks 

under the jurisdiction of the division. 

Section 12. Section 32-1-234, MCA, is amended to read: 

"32-1-234. Confidentiality penalties. (1) ~ The 

report and any information contained in the reports and 

statements provided for, other than those reports which are 

required to be published, sha¼¼ must be considered secret 

and for the confidential information of the department only. 

The information may not be imparted to persons who are not 

officially associated with the department, and the 

information contained in them--shall the re~orts and 

statements may be used by the department only in the 

furtherance of its official duties. 

ill The department may exchange information with 

federal banking-departments financial institution regulatory 
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agencies and with the financial regulatory departments of 

other states.!.. and The department may fu"rnish information to 

the legislative auditor or-prosee~t¼ng-eff¼eia¼s-whe-requese 

it for use in pursuit of official duties. A prosecuting 

official may obtain the information by court order. 

(2) Any knowledge or information gained or discovered 

by the department in pursuance of its powers or duties is 

confidential information of the department. The information 

may not, except as provided in this subsection 1.!JJ!tl, be 

imparted to any person not officially associated with the 

department. The information shall must be used by the 

department only in the furtherance of its official duties7 

exeept-thet-the-depart:ment-m.ay-eMehange-infer~atien-with-the 

federel-eenking-department-end-departments-of--other--states 

and--may--furnish--infermat¼en--~e-presecntin9-0££ieia¼s-who 

requ¼re-¼t-£er-use-in-~ttrstt¼t-ef-eff¼eia¼-dtt~ies. 

(3) An employee or agent of the department who violates 

this section or willfully makes a false official report as 

to the condition of a bank shall must be removed from office 

and is also guilty of a felony. Upon convictionL he the 

person shall be fined an amount not exceeding $1,000L er 

imprisoned in tfte ~ state peni~en~iary correctional facility 

for a term not exceeding 5 yearsL or both fined-and 

im.prisened." 

NEW SECTION. Section 13. Applicability of corporation 
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law. ( 1 J Except as provided in subsection (2), the 

provisions of Title 35, chapter l, apply to banks unless a 

section in this title or a rule or order issued under this 

chapter is inconsistent with Title 35, chapter 1. 

(2) The provisions of 35-1-114, 35-1-115(4) through 

( 10 J, 35-1-308(1), 35-1-623(2), 35-1-936, 35-1-:-1106, 

35-1-1107, 35-1-1207, and Title 35, chapter l, part 10, do 

not apply to banks. 

Section 14. Section 32-1-301, MCA, is amended to read: 

•32-1-301. Organization and incorporation articles 

of agreemene incorporation. (1) Any-three-or-mere-~rsons ! 

person desiring to aasee½ate--themse¼Yes--tegether--fer--the 

pttrpese-ef-bee-½ng organize a banking corporation te-engage 

¼ft--any--one--or--more-er-a¼¼-ef'-ehe-btts¼nesses-aen~¼ened-in 

th½a-ehapter shall a½gn--and--aeknew½edge7--½n--the--manner 

pr..,,½ded--fer--the--aeknew½edg-nt--ef-deeda-ef-rea½-eatateT 

art½e½ea-ef-agree-nt-wh½eh-aha½½ make and file articles of 

incorporation with the department and, upon approval by the 

department, may file the articles with the secretary of 

state as provided in Title 35, chapter l. The articles of 

incorporation must set forth: 

(a) the eerperate-nm--ef--the--prepesed--eerperat½eftT 

wh½eh--may--net-be-the-na■e-ef-a..,.-ether-S&rperetion-gr,aftt:ed 

and-ttte11-d1nng-l>ttattteaa-ef-a-a½■½½ar-charaeter-ffl-tltta-attte 

er-any-½■½ttt½en-ef-■-n-e7-rn-e•½ded-that-½t--½a--½awf~½--te 
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uae-the-name-ttsed-by-any-eorperae¼on-previet1e-¼y-ineorpora~ed 

and--dein9--bttsineas--ffl--Che-state-of-Moneana-bttt-whieft-hae 

been-dia¼neerporated7-iiqtt¼dUed7-d¼sso¼ved,-and-¼s-entire¼y 

ettt-ef-basineaaT-A-eank½ng-eerperat½en-may-net-adept-er--...,e 

the-naae-0£-any-ether-han~ing-eorpc-ration-or-asseeiatieny-or 

e£---any---Eriend¼y--assoeiatien. information required by 

35-1-216(1); 

(b) the name of the city or town and county in which 

the principal office of the corporation is to be located: 

(c) the-a■eant-ef-the-eap½ta¼-ateek-ef-the-eerperat½en7 

the-namber-oi-shares-into-whieh-¼t-is-to-be-dividedr-and-the 

par--•a¼ne--er--sharea;-the-amettnt-0£-capiea¼-stee~-aetaai¼y 

aabser½bed-½n-geed-fa½th-at-the-time-ef-the-s½gfting--ef--the 

artie¼ea--e£--agreement~-and-the-amonnt-e£-the-eapita¼-stoek 

aettta¼½y-pa½d-ap-½n-½awfa½--ney-ef-the-Bn½ted-Statea-and-½n 

the-cnatody-0£-seme-banking-institation--designated--as--the 

depea½tery--ef--the--meney-ant½½-the-preposed-eerporatien-½s 

ftt¼iy-ergani~ed-and-atttheriZed-to-engage-in-bnsiness; 

tdt the names and places of residence of the severe¼ 

initial shareholders and the number of shares subscribed by 

each; 

tet@ the number of the board of directors and the 

names of those agreed upon for the first yearT-~he-art½e½es 

■ay-preyide-that-the-namber-ef--direeters--e½eeted--a+c--eaeh 

anftaa½--■eet½ng-sha½r-eenstitate-the-1>eard-fer-the-year7-a½½ 
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vaeaneiea-to-be-fi¼¼ed-by-tne-board-taking-tne--aetion7--and 

a¼so--...,y--provide--tnat--a--.,,.;ority--of--tne-f~¼¼-board-of 

trtts~ees-m.ay-increase-the-fttt■ber-0£--the--direc~ors--0£--the 

banR7--noe--exeeed¼n9--two7--and-appe¼nt-persons-to-fi¼¼-the 

restt¼ting-•acancies-eetween-meetings-of--the--stockho¼ders.L 

and 

tft~ the purpose for which the association-or-company 

banking corporation is formed, which may be set forth by the 

use of the general terms defined in this chapter, with 

reference to each line of business in which the proposed 

corporation desires to engage. 

(2) In addition to provisions required therein in 

subsection (1), the articles of incorporation may also 

contain proviSions not-ineonsistent-with-¼aw--regarding--the 

e¼imination--of--ii■itation--or--the-persona¼-¼iabi¼ity-0£-a 

diree~or-to-a-eorporatien-er-i~s-shareho¼der9--for-~monetary 

da.,,.9es-for-breaen-0E-Eidtteiary-dttty-as-a-direetor7-exeep~~ 

tat--for--breaen--of--a--direetoris-dttty-of-¼oyalty-to-a 

corpora~ion-or-its-shareho¼ders; 

tbt--for--aets--or--omissions--~na~--eonstitttte--villfu¼ 

misconduct7-reekiessness7-er-a-knowin9-yie¼etion-0£-¼aw;-or 

tet--for-a-transaetion-Er~m-which-a-direetor-derives--en 

improper-personal-benefit set forth in 35-1-216(2). 

(3) A banking corporation may not adopt or use the name 

of any other banking corporation or association~ and the 
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corporation name must comply with 35-1-308(2) through (4). 

(4) A banking corporation may not be organized or 

incorporated until the articles of incorporation have been 

submitted to and have been approved by the department and 

until it has obtained a certificate from the board 

authorizing the proposed corporation to transact the 

business specified in the articles of incorporation within 

this state. 

(5) A banking corparation may not amend or restate its 

articles of incorporation until its articles of amendment or 

articles of restatement have been submitted to and have been 

approved by the department and until it has obtained 

a_pp_roval from the department authorizing the proposed 

amendment or restatement. 

(6) For banks organized before [the effective date of 

this section], articles of agreement are considered articles 

of incor.E,oration." 

Section 15. section 32-1-302, MCA, is amended to read: 

"32-1-302. Incorporation. (1) The proposed articles of 

aqreement-sha¼¼ incorporation must be presented to the 

department, together with an application in writing in the 

form prescribed by the department, for a certificate 

authorizing the proposed corporation to transact withi"-thi9 

seate the business specified in the articles of a~reeme"t 

incor~ration within this state. 
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(2) Upon the presentation of the proposed articles of 

agree■ent incorparation, together with the application, the 

department shall ascertain whether the requisite capital of 

the bank, as required in 32-1-307, has been subscribed and 

been paid up in cash. £~ The department shall also determine 

whether the corporation is being formed for any other 

purpose than the legitimate business contemplated by this 

chapter. ¼t The department shall determine whether the 

corporate name assumed by the bank, by reason of the use of 

any one or more of the words 11 commercial 11
, •trust", 

"savings•, or •investment" in conjunction with any other 

word or words, resembles so closely the name of any other 

bank previously formed under this chapter as to be likely to 

cause confusion~ 

(3) The e~penses of the department and the board 

incurred in the examinations and hearings provided for in 

this chapter for the formation of new banks must be paid by 

the proposed bank through advance payment of a reasonable 

nonrefundable application fee which must be determined by 

the board by rule. 

(4) All information gathered by the department under 

this section ,mal:I: must be transmitted to the board for its 

use in conducting hearings on applications for certificates 

of authorization~" 

Section 16, Section 32-1-307, MCA, is amended to read: 
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"32-1-307. Aaount of capital. flt The division, in 

consultation with the board, shall determine the appropriate 

level DlllOttft~--ef--tfte--eellUften--and--preferred--s~oe~--eE--a 

ee>mmere¼al--bank--sha¼l--net--be--leee--than-$iS,9997 -and-in 

additien-therete-there-shall-be-ereated--a--sttrp:1:tte--et--not 

¼ess--than--%8%--of--Che-a■onnC-oE-Che-eapita¼-stoek-of-said 

baftkT-whieh-said-surplus-and-eapital-steek-shall-be-paid--ttp 

¼n--ea,m--and--depeeited-with-se111e-banlt-or-banka-at-the-time 

the--applieatien--is--made--to---the---department---tor of 

capitalization of the proposed corporation ptior to the 

issuance of the certificate of authorization hereinaboYe 

mentioned. 

tit--A-eo...,ereial-bank-ha•ing-ite-plaee-et-bttsiness-in-a 

eity--er--town--ot--more--than--i7 889--and--less--than-47888 

inhabitanta7-as-d¼aelosed-by--the--last--attthoriaed--eenstts7 

shall--ha•e--a--eapital-atoek-ot-not-less-than-$987888-and-a 

sttrplus--et--19\--et--the--eapital--steek--as---hereinbefere 

pro¥¼dedT--"1-eo11UBerei:a¼-bat1lt-havinfJ-¼i:s-p¼aee-of-basiness-in 

a-eity-er-tewn-ef-aore-than-4,999-inhab¼tants7-aa--diselosed 

by-the-last-autherized-eenatts7-shall-ha•e-a-eap¼tal-steek-ot 

net--less--than--$S8788B-and-a-surplus-et-l8\-ot-the-eapital 

ateek-aa-hereinbetere-pre•idedT 

t9t--~he-amottnt-ot-the-eapital-steek-et-a-sa•¼ngs--bank7 

~rtteC--eeapen77--or--¼n•e~~ment--ee111pany--sha¼¼-be-rixed-and 

lia¼ted-by-the-artietes-ot-agreement-and-shall-be--not--lesa 
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than--$l887888--or-more-than-$l8-million7-of-whieh-amount-at 

least-$1887 888-must-be-subscribed-and-fully-paid-up-in--cash 

and--on--depesit--with-some-bank-er-banKs-in-this-state-when 

the--applleation--is--made--to--the---department---for---the 

eertitieate--or--aatherization--hereinabo•e--mefttionedT-~~he 

remainder--0£-the-aathorized.-eapita±-stoe~-may-be-sabseribed 

and-paid-in-at-sneh-times-and-ander-saeh-regu¼ations-as--the 

beard--of--direetors--0£-saeh-eorporation-may-determine,-~he 

shares-of-the-cofflll.on-eapita½-etock-0£-a¼¼-banks-sha¼¼-have-a 

par-valae-0£-$¼88-or-snch-¼ess-amount-as-may-be-provided--in 

the--artic¼es--of--incorporation7-provided-that-tftis-chapter 

sha¼¼-not-reqaire-any-ban•-tn-eKistenee-and--de¼ftg--bns¼ness 

te-inerease-ite-eapita¼-stee~•• 

Section 17. Section 32-1-308, MCA, is amended to read: 

"32-1-308. Bylaws. tlt-~he-persons-signing-the-artleles 

of--agreement--shall-at-thelr-first-meeting-adopt-bylaws-for 

the-90Yernment-of-the-corporation7-whleh-bylaws-may--pr0Ylde 

for~ 

tat--the---tlme,---plaee7--and--manner--or--eallln9--and 

conduet¼ng-the-meet¼ngs-0£-the-eorperat¼eft~ 

tbt--the-number-of-stoekholders-constitttting-a-qttorttm, 

tet--the-mode-of-Yoting-by-proxy, 

tdt--the-t±me-ef-the-anntta¼-e½ection--ef--direeters--and 

the-mode-and-manfter-ef-giving-netiee-thereef~ 

tet--the-duties-of-offieers, 
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trt--the--manner-of-eleetion-and-the-tenure-of-offlee-of 

all-offleers-other-than-the-dlreetors, 

tgt--sultable-penalties-for--•lolatlon--of--bylaws 7 --not 

exeeeding-¼n-any-ease-$½88-for-any-one-offenseT 

tit The bylaws adopted must be certified by a majority 

of the directors and the secretary of the corporation and 

recorded in tbe book of bylaws,-whieh. The book shall must 

be open to the public inspection oE-the--publie during the 

office hours oE--eaeh--day--e~eept-holidays. A copy of the 

bylaws sha½i must also be transmitted to the department. ~fte 

by¼aws-may-be-repee¼ed-or-amended-er-new-by¼aws--be--adepted 

at--the--anntta¼--meet*ngs--or--at--afty--other-meet½ng-of-the 

steekholders-ealled-for-that-purpose-by-the-dlreetors7-by--a 

vote-representing-two-th¼rds-o!-the-snbscribed-stoe~ 7 -or-the 

power--to--repeal--and-amend-the-bylaws-and-adopt-new-bylaws 

11U1:y7-by-a-s¼mi¼ar-vote-at-the-f¼ret-meet¼ng--er--any--annaa¼ 

meetln97-be-dele9ated-to-the-beard-of-direetors~• 

Section 18. Section 32-1-322, MCA, is amended to read: 

•32-1-322. Board of directors -- qualifications, 

tenure, and vacancies. (l} The affairs of the bank shall 

must be managed by a board of directors, consisting of not 

less than three in-namb~r,-er--whom--at persons. At least 

two-thirds of the board must be residents of Montana. 

Directors need not be shareholders of the corporation unless 

required by the articles of incorporation or bylaws se 
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req~ire. A person who has been convicted of a crime against 

the banking laws of the United States or of any state may 

not be elected a director. 

(2) The directors aha¼¼ must be elected for a term of l 

year at the annual meeting of the stockholders,-whieh-sha¼¼~ 

The annual meeting must be held on-any-business-day before 

April 15 of each calendar year. If the election is not held 

on the day fixed for the annual meeting, the corporation may 

is not thereby-be dissolved, but an election may be held at 

any other time agreeable to the bylaws of the corporation, 

and the persons so elected shall hold their office until the 

seeond--~ttesday--ef--the--fo¼¼ow¼ng--danttary-or-ttflti¼-others 

successors are elected and qualified. Every director shall 

take and subscribe an oath that he the director will 

diligently and honestly perform h¼a the director's duty in 

the office and that he the director will not knowingly 

violate or permit a violation of any of the provisions of 

this chapter. The oaths aha¼¼ must be made in duplicate,L 

one copy of--wh¼eh--aha¼¼ must be transmitted to l:he 

deparl:aent and filed ¼n-ita-offiee with the department, and 

one copy aha¼l must be kept on file in the office of the 

bank. 

t3t--¼n--eaae--of-death-o•-reaignati0fl-of-one-or-more-of 

the-direetora,-the-Yaeaney-ahal¼-be-fi¼¼ed-by-the-board--and 

the--direetore-eo-appoint:ed-eha¼l-hold-off¼ee-~ntil-the~ne~t 
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annttai-e¼eet¼~-. 11 

Section 19. Section 32-1-325, MCA, is amended to read: 

•32-1-325. Selection of officers and Mq>loyees 

ainutes of aeetings. (1) The board of directors of a bank 

must hold a meeting at least quarterly. 

(2) The board of directors may elect a president, one 

or more vice-presidents, a cashier and one or more assistant 

cashiers, and other officers and employees wh¼eh that they 

may from time to time consider to be to the best interest of 

the bank and fix their compensation. The president sfta¼¼ 

must be chosen from the board of directors. 

(3) The board of directors aha¼¼~-alao--e¼eet--a 

aeere~aryy-wfte shall keep a correct report of the meetings 

of the board and of the stockholders in a book kept for that 

purpose7-wh¼eh. The minutes aha¼¼-par~ie~¼•r¼y must disclose 

the dates of the meetings and the names of the directors or 

stockholders present. This record of the meetings of the 

board of directors sha¼l must be subscribed to by the 

presiding officer and aee•et:ary the person responsible for 

preparing the minutes. The minutes sha¼¼ !!!!.!! be read and 

approved at the following meeting of the board of directors, 

and the minutes of the following meeting aha¼¼ must show 

that fact. The minute book eha¼l must be kept in the main 

office of the bank at all times and shal¼ must be presented 

to the department at the time of its examination of the 
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books. The department shall include in its report of 

examination of the bank a statement of the dates on which 

the meetings were held since the last examination of the 

bank by-it and the names of the directors in attendance at 

each of those meetings. A person who makes a false entry in 

the book or who changes or alters an entry made in it is 

guilty of a misdemeanor. 11 

Section 20. Section 32-1-339, MCA, is amended to read: 

"32-1-339. Right of exaaination by stockholder. Ne~ 

stockholder of any e bank incorporated under the laws of 

this state who is not a director sha¼¼-ha•e-the-right-to ~ 

not inspect the books and records of saeh the bank showing 

its transactions with any-ot-¼ts-enstomers7 a customer. but 

any--sHeh ~ stockholder shall-ha•e-the-rlght-te !!!!!:£ inspect 

dur¼ng-business-hears-tfte-genera¼-statement-beok-showing-the 

general-assets-and-liabilities the books and records of SHeh 

the bank as provided in Title 35, chapter 1, part 11." 

Section 21. Section 32-1-340, MCA, is amended to read: 

"32-1-340. Conversion of surplus and undivided profits 

to capital stock. (1) A bank having a surplus and undivided 

profits equal to or in excess of 50\ of its capital stock 

may increase its capital stock by the issuance of new stock 

for a part of that surplus and undivided profits. 

(2) The increase may be made by the ~ vote ef 

~vo-~hirds of the stock in-person-or-by-proxy, either at a 
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regular annual stockholders' meeting or at a meeting called 

for that purpose in accordance with the bylaws of the 

corporation. 

(3) All increases of capital stock made under this 

section must be accomplished in a manner conforming to the 

requirements of this chapter pertaining to surplus of banks 

when first incorporated. 

(4) New-eapital-stoek-when-issaed-by-a-bank-against-its 

sarplas--and--andivided--preEits--may--be-issaed-witheat-the 

payment-eE-eash-for-it,-bat-it-shali--be--eharged--Hpon--the 

looeke--eE-the-bank-and-in-the-statements-oE-the-bank-against 

sarp¼as-and-andi•ided-proEits-se-that-the-combined--eapita¼y 

s~rp¼ns7--aftd--ttndiY¼ded--preri~s--are--fte~--redtteed--by-~he 

issnanee-ef-~fte-new-stoekT 

tSt When a bank has voted to issue any stock as 

contemplated in this section, it shall certify that action 

to the department, which shall within 30 days approve or 

reject the plan. ¼ts Departmental action sha½¼-be is final, 

and written notice of ¼t-sha¼¼ the action must be given to 

the bank. 

t6t--¼E--the--department-approves-oE-the-issHanee-ef-the 

new-s~eek-eftd-so-noti£±es-the-bank7 -the-bank-shai¼-theft-£i¼e 

a-eert½Eieate-ot-issaanee-w±~h-th~-ee~nty-e¼er~-and-reeorder 

oE-the-eoHnty-in-whieh-the-bank--is--ieeated--and--vith--the 

seere~ary--ef--9tate.--epon-the-f±¼½ng-with-the-~ee~etary-0£ 

-30-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

st:at:e7-.efte-inereaee-beoeaea-etteee¼-we';'" 

Section 22. Section 32-1-361, MCA, is amended to read: 

"32-1-361. Change froa state to national bank. 1.!.l Any 

~ bank may bec011e a corporation for the purpose of carrying 

on the business of banking in this state, under the act of 

congress •to provide a national currency secured by a pledge 

of United States bonds and to provide for the circulation 

and redemption thereof". approved June 3, 1864, and under 

Title 52 of the Revised Statutes of the United States, whenL 

1il stockholders owning two-thirds of the stock of the 

bank hsYe--yoted vote to become •~eh a national bank 

corporation or have--exee~eed execute a written consent 

authorizing its directors to make the certificate required 

therefor by the laws of the united StatesL or 

ill when a majority of the directors of the bank, 

hsYing--l>een authorized in their discretion to make the 

change, shs¼¼7 by a vote of the majority7 decide to become 

stteh a national bank corporation. 

ill The cashier of the bank shallL 

fil publish notice thereo£--£or-39-dsys of the change 

once• week for 4 consecutive weeks in the newspaper wh¼eh 

that the directors selectL and 

ill send a ¼ike printed notice by mail or otherwise to 

all nonvoting or dissenting stockholdersL and 

1£.l.. notify the depart•ent that the bank has decided to 
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become a corporation under the laws of the United States." 

Section 23. Section 32-1-374, MCA, is amended to read: 

•32-1-374. Reorganisation of national bank as state 

bank. ill Any ~ national bank that is authorized to 

dissolve, and whieh-shs¼¼-haYe that has taken the necessary 

steps to effect dissolution, may reorganize as a state bank 

upon the consent in writing of the owners of two-thirds of 

the capital stock of eneh the bank and with the approval of 

the department. The stockholders shall make, execute, and 

acknowledge articles of incorporation as required by the 

laws of the state of Montana and shall set forth therein !n 

the articles of incorporation the written consent of sneh 

the stockholders. Upon the filing of said the articles as 

provided by law and upon the approval of the department, 

eneh the bank sha¼¼-be-deeaed-to--l>e is reorganized under 

this chapter, and ~hereupon all assets, real and personal, 

of eneh the dissolved national bank shs¼¼-be !!.!!. vested in 

and become the property of sneh the reorganized state bank, 

subject to all liabilities of sneh the national bank not 

liquidated before sneh the reorganization. 

(2) The cashier of the bank shall: 

(a) publish notice of the change once a week for 4 

consecutive weeks in the newspaper that th~ di~~ctors 

sele£!.l. 

(bl send a printed notice by mail or otherwise to all 
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nonvoting or dissenting stockholders; and 

(c) notify the department that the bank has decided to 

become a cor.122.ration under the laws of Montana." 

Section 24. Section 32-1-402, MCA, is amended to read: 

0 32-1-402. When advertising as bank prohibited -- trade 

naaes restricted. (1) A Except as provided in (4), a person, 

firm, company, partnership, or corporation, either domestic 

or foreign, that is not subject to the supervision of the 

department and not required by the provisions of this 

chapter to report to it and wftieh that has not received a 

certificate to do a banking business from the department, 

may not: 

(a) advertise that he the person or ±t entity is 

receiving or accepting money or savings for deposit, 

investment, or otherwise and issuing notices or certificates 

of deposit theretor; or 

(b) use an office sign at the place where the business 

is transacted having on it an artificial or corporate name 

or other words indicating that: 

(i) the place or office is the place or office of a 

bank or trust companyi 

(ii) deposits are received there or payments made on 

checkSi or 

(iii) any other form of banking business is transacted 

there. 
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(2) ~het The person, firm, company, partnership, or 

corporation, domestic or foreign, may not use or circulate 

letterheads, billheads, blank notes, blank receipts, 

certificates, or circularsL or any written or printed or 

partly written and partly printed paper papers whateYer7 

haY¼ftg--en-~hem that contain an artificial or corporate name 

or other word or words indicating that the business is the 

business of a bank, savings bank, or trust or investment 

company. 

(3) Thet The person, firm, company, partnership, or 

corporation or any agent of a foreign corporation not having 

an established place of business in the state may not 

solicit or receive deposits or transact business in the way 

or manner of a bank, savings bank, trust, or investment 

company or in a manner which that leads the public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company. 

(4) w_ A person, firm, company, partnership, or 

corporation, domestic or foreign7 that is not subject to the 

supervision of the department and not required by the 

provisions of this chapter to report to it and which that 

has not received from the department a certificate to do a 

banking business, may not transact business under a name or 

title whieh that contains the word ''bank", "banker 11
, 

"banking", "savings bank 11
, 

11 saving", "trust", 0 trustee", 

-34-



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

"trust contpany 11
, or "investment company" ~nless the 

department has grant'"'1 a waiver. Nethinq-eenta¼ned--in--this 

This section she¼¼ does not prohibit the use of the word 

"bank" in the name or title of any bank holding company 

registered with the board of governors of the federal 

reserve system pursuant to Title 12, United States Code, 

section 18447--and--stteh--ttse--ef-the-werd-•ban~•-is-hereby 

atttherieed. 

(b) The department may grant a waiver to allow the use 

of a restricted word listed in subsection i.!1..1.!l to a 

nonprofit organization if: 

(i) the organization is not acting as a financial 

institution; and 

(ii) the name used is not likely to mislead a reasonable 

individual into thinking that the organization is acting as 

a financial institution. 

(5) A firJD, company, partnership,. or 

corporation, 

person, 

domestic or foreign, violating a provision of 

this section shall forfeit to the state $100 a day for every 

day or part of a day during which the violation continues. 

(6) Upon suit by the department, the court may issue an 

injunction restraining ~ha~ the person, firm, company, 

partnership, or corpqration during pendency of the action 

and permanently from further using those words in violation 

of the provisions of this section or from further 
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transacting business in a manner which leads the- public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company and may enter any other order 

or decree as equity and justice require." 

Section 25. Section 32-1-412, MCA, is amended to read: 

"32-1-412. Borrowing money -- liaitations. (1) A Except 

as provided in subsection (3) 1 a bank may not borrow money 

except to meet its seasonal requirements or unexpected 

withdrawals. At-ne-time-sha¼¼--the The bills payable and 

rediscounts of a bank may not be permitted to exceed in the 

aggregate an amount equal to the capital and surplus of the 

bank, except with the written consent of the department. 

Security instruments sold under an agreement to repurchase 

do not apply to the limit on borrowing contained in this 

section. The division may prohibit excessive amounts of 

borrowing structured as a security instrument sold under an 

agreement to repurchase to a single customer or within the 

bank. When it appears to the department that a bank is 

borrowing money in excess of the limitation provided by this 

section or for the purposes other than as specified in this 

section, the department may require it v reduce the 

borrowing within a time to be fixed by the department. 

(2) A Subject to subsections (1) and (3), a bank may 

not at any time become indebted either directly or 

indirectly for borrowed money or rediscounts in an amount in 
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excess of its paid-up capital and surplus, without first 

obtaining written authority from the department. Debentures 

or certificates of indebtedness issued by an investment 

company to run for a period of 3 years or more may not be 

included in the deposit liabilities of that investment 

company, as affected by the provisions of this section. 

(3) A bank may borrow funds from a federal home loan 

bank for use in financing home ownership, in financing 

affordable housing programs, or in interest rate risk 

management. The division may prevent excessive borrowing by 

an institution." 

Section 26. Section 32-1-422, MCA, is amended to read: 

•32-1-422. Restriction on investment in corporate stock 

ruleaaking authority. (1) No Except as provided in 

subsections (2) and (3), a commercial or savings bank shall 

may not 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 pucchase or acquisition 

of capital stock is necessary to prevent loss to the bank on 

a debt previously contracted in good faith. Any capital 

stock so purchased or acquired shall must be sold by the 

bank within 6 months the~eafter after purchase oc 

acguisition7 if it can be sold for the amount of the claim 

of the bank against it. All capital stock purchased or 

acquired must be sold for the best price obtainable by the 
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bank within l year after eneh purchase or acquisition, or if 

the stock is unmarketable, it shall must be charged off as 

an investment loss, which sha¼¼--be is equivalent to the 

stock's sale. Bve~y ~ person or corporation violating any 

provision of this section shall forfeit to the state twice 

the nominal amount of saeh the stock. 

(2) Notwithatanding--sttbseetien--tlt7--a ~ bank may 

acquire and hold for its own account: 

(a) up to 201 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. 

j3) A bank may invest any amount up to 51 the limit 

established by the department of its unimpaired capital and 

surplus in shares of stock of: 

(a) the federal national mortgage association; 

(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 
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public interest. 

(4) The department shall adopt rules to implement this 

section.N 

Section 27. Section 32-1-423, MCA, is al!l<!nded to read: 

"32-1-423. Real estate wh¼eh that banks aay purchase, 

bold, or convey. (1) A bank organized under the provisions 

of this chapter may purchase, hold, or convey real .estate 

wh¼eh that: 

(a) is necessary for its accOllllllodation in the preper 

transaction of its pusiness, but it sh•¼¼~ not invest an 

amount exceeding 50\ of its paid-up capital and surplus in 

the lot and building in which the business of the company is 

or is projected to be carried on, furniture, equipment and 

fixtures, v,ults and safety vaults, and boxes necessary or 

proper to carry on its bankin.9 business; 

(b) is mortgaged to it in good faith by way of security 

for loans previously made or •e~eys money due to the bank; 

(c) is conveyed to it in satisfaction of debts 

prev·iously contracted in the course of its business; 

(d) it purchases at sales under judgments, decrees, or 

mortgages h~ld by the bank. 

(2) Real estate acquired in the ma.nner set forth in 

subsections (l)(c) and (l)(d) ef-~hi•--seeeien may not be 

held longer tti;ln 5 years froa the date of acquisition, 

unless special written permission to do so is granted by the 
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department. The real estate shall!!!!!.!.!. be carried on the 

books of the bank for an amount not greater than its cost to 

the bank, including costs of foreclosure and other expanses 

of acquiring title. 

(3) The directors of a bank shall adopt a business plan 

providing for future use of property as office sites." 

Section 28. Section 32-1-424, MCA, is amended to read: 

"32-1-424. Investaents of financial institutions. tit 

~rn•t--and--invest■ent--ee■paniea-aay-¼eaae7-parehaae7-ho¼d7 

snd-eenvey-sii-reai-er-peraonai-preperty-neeesaary-to--esrry 

en--the¼r--aatherieed--basinesa,--as--we¼¼--as--tfte--rea¼-or 

persenei-preperty-the-beerd-of-d¼reetors-eensiders-neeesaary 

to-aeqatre-tn-the-en£orceaent-or-aett½e•eat-o£-any-e¼aima-or 

deaands-arieing-oat-0£-bttsineas-tranaaet¼ena-and-may-e•eeate 

and--issae7--in--the--~ransae~ien--ef--tbeir--bas¼neu7--aii 

neeesser7-reeeipts7-eertifieatea7-an8-contraet•• 

tit--~he-board-of-direeters-ef-e-eerperatien-111&y--invest 

the--eepitei--and--asse~s--of--the--eerperatien-end-keep-~he 

eapitei-and-aase~s-invested-¼n-seearities-to-be-eppreved--by 

the-boerd7-and-ehe-beerd-111&y-make-investments-of-its-eapitai 

and--assets--end--ef--the-Eands-aeeamaia~ed-by-its-bas¼ness7 

ineiadin9--.,..ney7--depesita7--er--any---pert---thereef7---in 

ne9et¼abie--er--nenne9et¼abie--ne~es--er-bonds7-aer~9a9es-en 

aneneamloered-reai-esta~eT-steeka-and-bends-of--eorperet¼ensy 

or--...,ds--end-warrants-of-any-eoan~y7-eity,-tewn,-er-seheoi 
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distriet-of-this-state-or-any--other--state--of--the--Snited 

Statee-¼ega¼¼y-a~thorized-to-¼ssae-the-bonds-or-warrants,-or 

bonds-or-ob½igations-of-the-Snited-States. 

tatfil Notwithstanding other provisions of the law, it 

is lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

(a) debentures issued by the federal housing 

administrator and in obligations of national mortgage 

associations; and 

(b) United States government obligations, either 

directly or in the form of securities of or other interests 

in an open-end or closed-end management type investment 

company or investment trust registered under the Investment 

Company Act of 1940 (15 u.s.c. aoa-1 through eoa-64), as 

amended, if: 

(i) the portfolio of 

investment trust is limited 

the investment 

to United States 

company or 

government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

t4till An-in•estment-in The department shall publish a 
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list of the permissible type of investments in United States 

government obligations as provided in subsection t3ttbt-111ay 

not:-be-iude-Eor-a-term-longer-than-5-years ill•" 

Section 29. Section 32-1-432, MCA, is amended to read: 

•32-1-432. Liaitations on loans -- rulemaking. (l) (a) 

The total loans or extensions of credit to a person# 

partnership, or corporation by a bank, including loans to a 

partnership and to the ee•era¼ members ~hereo£ of the 

partnership, sha¼l-at-ne-~ime may not exceed 201 of the 

amount of the unimpaired capital and surplus of that bank. 

(bl The discount of bills of exchange drawn in good 

faith against actual existing values, the diScount of 

bankers, acceptances of other banks, the discount of 

commercial or business paper actually owned by the person 

negotiating it, and the obligations of the United StatesL or 

general obligations of any state or of any political 

subdivision tftereof, or ob¼igatien obligations issued under 

authority of the Federal Farm Loan Act7 may not be 

considered as money borrowed. 

(c) The limitations imposed on total loans and 

extensions of credit by this section do not apply to loans 

and investments secured by obligations of the United States 

having a current market value of 100\ of the amount loaned 

or invested or-to-¼eans-made-on-wereftettse-reeeipts-end-bi¼¼e 

of-¼ading7-wften-the-wareheuse-reeeipts-and-bii¼s--0£--¼ading 

-42-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

eeYer--fteftper¼ehable--eet1111edH,ies-ef'-the-marltetable-,rai11e-ef' 

at-leaet-lie,-ef'-the-a-ttnt-leafted-en-them. 

(d) Loans or obligations are not subject under this 

section to any limitation based upon that unimpaired capital 

and surplus to the extent that they are secured or covered 

by guaranties, or by commitments or agreements to take over 

or to purchase them, made by a federal reserve bank or by 

the United States or a department, bureau, board, 

commission, or esta·blishment of the United States, including 

a corporation wholly owned, directly or indirectly, by the 

united States. 

(2) The combined liabilities of the seyera¼ members of 

a firm, partnership, or unincorpora-ted association to the 

loaning bank shall muat be included in the liabilities of 

the firm, partnership, or unincorporated association. '!ha~ 

The portion of the liabilities of the firm, partnership, or 

unincorporated associa·tion for which a member individually 

is legally responsible shall must be included in the 

liabilities of the member in determining the limitations 

imposed by this section. In determining the limitation for 

loans o·r extensio'ns of crtfd1t to a limited partner of a 

limited partnership, t:h<fse the portions of the liabilities 

of the limited partnership for which the limited partner is 

free from liability s~all must be excluded. 

(3) When, in the judgment of the department, the 

-43-

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

11 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

liabilities of a corporation or the combined liabilities of 

a corporation and one or more of its stockholders to a bank 

are excessive, it shall require the reduction to the limits 

and within the time it prescribes. 

(4) The limitations of this section do not a-pply to the 

extent that the loan or extension of credit is secured by 

pledged deposits in the lending bank. 

(5) The limitations of this section do not apply to a 

loan of funds or an extension of credit made by a bank to 

another bank if the term of the loan or extension of credit 

does not exceed 2 business days. 

(6) The limitations of this section do not apply to the 

extent that a loan is covered by a guaranty or by 

commitments or agreements to take over or purchase sueh the 

loan made by an agency or board of the atate of Montana 

authorized by law to provide such guaranties, commitments, 

or ag·reements. 

(7) The department may adopt rules to carry out the 

purposes of thi·s section. 

(8) For purposes of this section, the terms "loan" a-nd 

•extension of credit• include all direct or indirec-t 

advances of funds to a person on the baais of an obligation 

of the person to repay the funds. The terms also include a 

liability of a state chartered bank to advance funds to or 

on behalf of a person pursµant to a contract~al cqmmitment. 
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The department may adopt a rule differentiating between 

discretionary and nondiscretionary contractual ~olllll!__itm~nts." 

Section 30. Section 32-1-446, MCA, is amended to read: 

"32-1-446. Safe deposit depart■ent. Any ~ bank may 

conduct a safe deposit department bHt-sha¼¼-not-¼n•est-mere 

~han-one-ten~h-0£-¼ts--eapita¼--and--su~p¼tte--in--stteh--safe 

depes¼t--department. The liability of any bank for the 

safekeeping and protection of the contents of safety deposit 

boxes sha½½-be is determined by the contract endorsed on the 

receipt delivered to the renter of said a box at the time of 

the rental, but in any event the obligation of the bank 

sha¼½--be is limited to the exercise of ordinary diligence 

and care to protect the contents of the box from loss or 

damage by fire, theft, or other causes." 

Section 31. Section 32-1-452, MCA, is amended to read: 

"32-1-452. Dividends, surplus, losses, and bad debts. 

(1) The directors of any~ bank may, at certain times and in 

sneh the manner as its bylaws prescribe, declare and pay 

dividends to the stockholders of so much of the net 

undivided profits of the banks as may be appropriated for 

that purpose, but every bank shall, before declaring any 

such dividend, carry at least 25\ of its net earnings for 

the period covered by the dividend to its surplus, until 

stteh the surplus sha¼¼--amottnt--te is 501 of its paid-up 

capital stock. The whole or any part of s~en the surplus may 
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at any time be converted into paid-in capital, and--in--saeh 

e•ent but the surplus shall must be restored in-the-manner 

ahe•e ~ provided in this subsection until it amounts to 50\ 

of the aggregate paid-up capital stock. A larger surplus may 

be createdT-and-noth¼n~-herein-eontained-sha¼¼-be--eonstrtted 

as-prohibitory-thereof. 

(2) No ~ dividend aha¼¼ larger than the previous 2 

years• net earnings may not be declared er-paid-whi¼e--there 

sha¼¼--remain--amonq--the-¼ed~er-a~sets-ot-the-beft~-any-item 

wh¼eh-sha½¼-p~operly-be-e¼assif¼ed-as--a--bad--debt without 

giving notice to the division. Bnder--the-terms-e~-th½s 

seet¼on-and-before-any-d¼¥¼dend-ean-be-pa¼d7-a¼¼-debts-dtte-a 

bank-on-whieh-the-¼nterest-¼s-past--dtte--and--ttnps¼d--for--a 

peried--ot-¼i-months-after-■atnrity7-an¼ess-the-same-he-we¼¼ 

secnred-or-in-¼e~a¼-proeesa-e£-co¼¼eetien,-and-a¼¼-;adgmeft~s 

held-by-the-bank-after-~-years-from-the-date--of--rend¼t¼onT 

eKc¼ttsiye--of--time-eensttmed-in-appea¼7-ttn¼ess-paymen~s-haye 

been-aade7-sha½l-be-eons¼dered-bad-debtsT-Stteh-bad-debts--as 

hereinbefore--def¼ned-shall-be-eharged-off-the-books-of-saeh 

bsnk-before-any-d¼•¼dend-¼s-deelaredT 

(3) Losses sustained by a bank in excess of its 

undivided profits may be charged to and paid from the 

surplus, in--wh¼eh-event-sttch but the surplus sha¼l must be 

restored in the manner ahove provided in subsection (1) 

the amount required by this chapter." 
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Section 32. Section 32-1-455, MCA, is amended to read: 

"32-1-tSS. Reserve requir-nts. (1) A bank, except a 

reserve bank, shall maintain at all times a reserve of that 

percentage of its deposit liabilities as shell-be-determined 

by--th~--depertment--as--pre¥i6ed--in-this-seetion,-e£-whieft 

reserve-a-pertieft-the-board-of-dtreetors-J111!1y--determine---llla'y 

be-on-deposit-in-benks-eppre,...d-by-the-department-es-reserYe 

banks required by the appropriate federal regulator. 

(2) The department may establish,--reise7--er--iewer 

r~eryes-wl'lieh-sheii-be--inteined-en-demand-deposits-end-en 

time--depes¼ts--as--in--its--;tt"d9fflent-bankin9-eonditions-may 

jnstify,-~he-pewer-to-eatab¼ish7-raise,-er-lewer-re-ser¥e-s-is 

¼¼111ited-te-a-peree11t:a9e-e~-de-peaits-not-in-e-:1ree9-9-o·f reserve 

requirements wftieft-...,.-be-estab¼ished--fef--ban~s--tftet--are 

lllelHlers--e!-the-!edera¼-reser¥e-s~tem-end-net-¼ess-than-'15t 

ef-these-reserYe-r~irenrents-fer--members--ef--the--federei 

reaer•e-syftem if the federal regulator discontinues reserve 

requirements. 

13) A bank approved by the department as a reserve bank 

111ttst shall maintain at all times lftltintein a reserve ef-the 

pereentege-er-po<reentqes as the department sheii--determ¼ne 

frea--time--te--time7--whieh--sheil--r1et--be--iess--theft-the 

pereeirteges--speeified--¼n--this--seetien--ef--¼ts---depes¼t 

iiabi¼¼ti.,.,7--ef--vh¼eh-e-pert¼en-the-l>eerd-ef-direeters-lftlty 

deter1ttne-11111y--be--en--deperit--in--benks--appr<>ftlt--by--the 
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deparf!aen~-as-reser•~-banks requires by rule. 

(4) A solvent bank of good repute having a full paid-up 

capital and surplus ef-$38878887 as the department requires 

by rule and doing business in this state or any other state7 

may be designated by the department as a reserve agent for 

Montana banking institutions. The approval or designation 

may be withdrawn or withheld at any time by the department 

for cause. 

15) ft--she¼¼--be--the-duty-ef-eny ~ bank whose reserve 

she¼¼ drep drops below the legal requirements te shall 

report the matter to the department immediately and as often 

thereafter as the department she¼i--esk asks for said a 

report. 

(6) When the reserve of a bank falls below the emettnt 

requ¼red--by--this--seetien legal requirements, the bank may 

not increase its loans or discounts otherwise-theft except by 

discounting or purchasing bills of exchange payable at sight 

or on demand, and the department shall notify a bank whose 

reserve may be below the amount required to make good the 

reserve. 

17) In arriving at deposit liabilities with rega·rd to 

bank deposits, the net balance of amounts due to and from 

other banks shei¼-be-teken must be used as the basis for 

ascertaining the deposit liability to banks against which 

reserves shei¼-be ~ carried. 
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(8) Hove•ery-a-eomp¼¼aftee Compliance by member banks 

with the federal reserve banking laws, rules, and 

regulations sha¼¼-be-he½d-co-be-a is compliance with the 

reserve requirements and conditions of this chapter and 

entitles those federal reserve member banks to the rights 

and privileges accruing from compliance with this chapter." 

Section 33. Section 32-1-465, MCA, is amended to read: 

•32-1-465. 8Yerdraft--by Limit on loans to officer~ 

directQrL or emp¼oyee----reeeivinq-persona¼-prefit-from-¼oan 

principal shareholder. i!l Aft Except as provided in 

subsectioQ (2), a bank may not extend credit_to an officer, 

director, agent,--~e¼¼er7--c¼erk7 or emp¼eyee principal 

shareholder 0£--a--hank--¼s-9tt±¼ty-0£-a-misdemeanor-if-tftat 

person~ 

t¼t--knowing¼y-everdraws-his-accottnt-w¼th-stteh-bank--and 

thereby-obtains-the-meftey,-notes,-or-f~nds-of-any-saeh-bank; 

0~ 

tit--asRs--or--reeeives-or-consents-er-agrees-to-reee½ve 

any-eo11111tission7-prem¼ttm-en-insttranee,--eme¼ttmeftt7--gratttity7 

reward7--lll0ney,--property7--or--thing--of--¥a¼tte-£or-his-own 

persona¼-bene£it-or--peraonal--advantage--£or--procttring--or 

endeavoring--to-preettre-for-any-person7-firm7-or-eorporation 

any-loan-from-or-the-parehaae--or--diseoant--of--any--paper, 

note7--ftraft7-eheek7-or-bill-0£-exehange-by-saeh-bank-or-for 

attthorizing-and-permitting-any-person1 -tirm,-or--eorporation 
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to--overdraw-any-aeeoant-w¼th-saeh-bank unless the extension 

of credit is in an amount that, when aggregated with the 

amount of all outstanding extensions of credit by that bank 

to all officers, directors, or principal shareholders, does 

not exceed the bank's unimpaired capital and unimpaired 

surp_lus. 

(2) A member bank with deposits of less than $100 

million may by resolution of its board of directors increase 

the general limit in subsection (1) to a limit that does not 

exceed two times the bank's unimpaired capital and 

unimpaired surplus if: 

(a) the board of directors determines that a higher 

limit is consistent with prudent, safe, and sound banking 

practices in light of the bank's experience in lending to 

officers, directors, and principal shareholders and is 

necessary to attract or retain directors or to prevent 

restricting the availability of credit in small communities: 

(b) the resolution sets forth the facts and reasoning 

on which the board of directors bases the finding, including 

the amount of the bank 1 s lending to officers, directors, and 

principal shareholders as a percentage of the bank's 

unimpaired capital and unimpaired surplus a~of the date of 

the resolution: 

jc) the bank has submitted the resolution to the 

department: and 
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(.d) the bank meets or exceeds, on a fully phased-in 

basis, all applicable capital requirements established by 

the ~rt11ent."' 

Section 34. Section 32-1-467, MCA, is amended to read: 

"32-1-467. Loans to aanaging officer or director • .ill 

No A bank sha¼¼ !!!!.l maRe-a--½een extend credit to any ~ 

managing officer of-snch-bank-withent-taking-geod-collateral 

er--other--a■ple--and--apeei!ie-seenrity-therefor~-when-sneh 

¼ean or a-¼eaft-ma~e-~o-e director of saeh the ba~k7--ben~¼n9 

institntio1>T-er-trnst-eo■pany-exeeeds~ 

(a) in any amount to finance the education of the 

Dlilnaging officer's or director 1 s c~!ldren; 

ill in any amount to finance the _2!:!!9hase. 

construction, maintenance, or improvement of a residence of 

the managing officer or director if the extension of credit 

is secured by ~ firs~ lien on the residence and the 

residence is-: 

(i) owned by the managing officer or director; or 

(ii) ekpected to be owned by the managing officer or 

director after the extension of credit; and 

(cl for any other purpose not specified in subsections 

ll)(a) and (l)lb) if the aggreqate ±n amount of loans to 

that individual under this subsection Ill does not exceed at 

any one time the greater of ¼81 2.51 of ies the bank 1 s 

capital stoelt7 -it-sna¼¼-not-be--de-n11til-first-•pPN>ved--by 
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a----;srity---oE---the--direeters--ef--sneh--bsnk,--bank±ft9 

insei~tt~¼on7-or--~rttst--eeft\pany7 --wft¼eh--approTa¼--sha¼¼--be 

e11tered-ttpon-the-reeerds-ef-sttch-bsnk,-and-the-si9nstttres-eE 

.~..,;ority-of-the-bosrd-sE-direetors-spprsv±ng-ss■e-shs¼¼-loe 

attaefted--there~e--and--be--and-remai"-e-permane"~-reeord-ef 

sneh-bank and unimpaired surplus or $25,000. However, in no 

event may the aggregate ~ount of loans to the individual 

exceed $100,000. 

(2) The department may adopt rules to address loans 

made before (the effective date of this section) and to 

define capital and unimpaired surplus for purposes of 

32-1-465 and this section." 

Section 35. Section 32-1-484, MCA, is amended to read: 

"32-1-484. By¼aws-regsrding-bsnking Banking hours and 

business days. t¼t-At-any-regnler-or-spee±ai-meeting-oE-its 

board-0£-d¼reeters7-afty ~ bank7-as-herein-de£ined 7 --and--any 

nat¼ona¼--baftk--er--nat¼ofta¼--bank¼ng--asseeiatien--and--any 

federa¼-reserwe-bank may,-at-any-t¼me,-eftae~-er-amend-by¼awa 

~e provide for its banking hours or business days or-Ce 

ehen9e--¼cs--bank¼ng--heure--er--bus¼ftess--days,---incind¼n9 

remain¼n9-e¼osed-er-e¼esing-en-any-SaCnrdayae 

tit--Any--sneh--bank--enaet±n9--a--bylaw-or-a■end±11g-sny 

bylaw-with-respect-to-saeh--snb;eet--matter--sha¼¼--gi•e ~ 

giving reasonable notice to the public 0£-Che-enaecmenc-er-a 

11ew-byiaw-er-amendme11t-0E-by¼aws-by~ 
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tat--pestin9--an--annottneement-in-the-iobb7-0£-the-bank7 

ineorperatin9-the-teKt-0£-the-b7law-or-0£-the-amended--b7iaw 

and-adv¼s¼ng-of-the-date-tfte-same-eeeomes-e££eet¼ve;-or 

tbt--mailing and providing a copy of stteh the notice to 

each-0£-the-bankLs-ettstomers-as-0£-the-date-0£-the--adopt¼on 

0£-stteh-b7lew-or-amendment~-and 

tet--in--addition-to-pestin9-or-mailin97-pttblishin9-stteh 

not¼ee-not-iess-than-once-¼n-eaeh-week-£or-~--weeks--½n--any 

newspaper--ot-genera¼-eireu¼at¼on-in-the-eottnty-where¼n-such 

benk-hes-its-o££iee~ 

t3t--¼n--any--event--sdeh--notiee7--vhether--pe9ted--and 

pttblished-or-meiled-and-pttblished7-shell-be-9i•en--et--least 

¼4--days--in--advance--o£-the-e££eet±ve-date-o£-the-bylaw-o~ 

amended-by¼aw the department." 

Section 36. Section 32-1-507, MCA, is amended to read: 

•32-1-507. Power of closed banks to borrow money froa 

governaental agencies. ill After Except as provided in 

subsection (2), after applying to and obtaining the approval 

of the department and the district court of the county in 

which the bank or trust or investment company is located, 

aftd-notwitftstand%ng-any-e~her-¼awT the liquidating agents of 

closed banks may borrow money from an agency of the federal 

government on behalf of commercial banks, savings banks, 

trust companies, and investment companies closed and in 

liquidation. As security for the loan the liquidating agent 
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may pledge or mortgage Cfte assets and properties ~herea£ for 

the purpose of paying depositors or creditors in part or in 

full. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsection (1) do 

not a.ee!l>" 

Section 37. Section 32-1-513, MCA, is amended to read: 

"32-1-513. Taking possession of bank notice. On 

taking possession of the assets and business of the bank, 

the depactment shall, in addition to posting notice on the 

front door of the bank, also notify at-onee, personally~ 

mail or by wire, all corresponding banks and all persons or 

corporations known te-¼~ to be in possession of any of the 

estate of the bank." 

Section 38. Section 32-1-515, MCA, is amended to read: 

"32-1-515. Powers of departaent on closing bank -

cou~t proceedings. (l) Upon taking the assets and business 

of a bank into its possession, the department is authorized 

to collect all moneys money due to that the bank and to do 

those other acts necessary to conserve its the bank's assets 

and business~ and--the The depactment shall pcoceed to 

liquidate the affairs of the bank. 

(2) The department may, in-it9-d±9efet±on-aftd except as 

otfterwise limited by the teems of this chapter, do any acts 
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neces-sary or desirable for the protection of the property 

and assets of the bankL aftd the speedy and economical 

liquidation of the assets and affairs of the bank~ and the 

payment of its creditorsL or fe~ the reopening and 

resumption of business wfter~ when that is practicable or 

desirable. 

(3) Y~ The department may institute, in its own name or 

in the name of the bank, those--sn*ts--and--ether legal 

proceedings as it considers expedient for these the purposes 

of subsection (1). 

(4) (a) By applying to the district court of the county 

in which the bank is located or to the judge of that court 

¼n-eh-bers, the department may obtain an order to sell, 

compromise, or compound any bad or doubtful debt or claim 

and to sell and dispose of any assets7~ whieh The sale may 

be made to stockholders, officers, directors, or others 

interested in the bank7 on consent of the court. 

(bl In the court proceedings the bank sha¼¼ must be 

made a party by notice issued on order of the court or 

judge, in place of summons, and served upon some an officer 

of the bank7 if there is any an officer in the county. ;tf-no 

effieer-ean-llle-fo•nd-in-the-eeanty7-tlten-the-net*ee-sha¼l-be 

poned--in-three-pab¼ie-p¼eees-in-the-e-nty-fer-et-least-¼8 

days-befere-the-dey-eie-heeringv 

tet--~he-hearing-ef-en-app¼ieatien-er--p,etit*en--by--the 
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depar~ment--ma7--be--had--at--any--~ime7--eiCher--in-eer■-or 

vaeat¼en-in-eeurt-or-in-ehambers7-as-ehe--eourt--lllay--order7 

efter--the-bank-haa-had-5~days~-netiee-of-the-applieat¼en-er 

the-notiee-hes-been-pested-fer-at-¼east-18-dayav 

(5) If the federal deposit insurance corporation is 

appointed as the liquidating agent, subsection (4) does not ~-
Section 39. Section 32-1-518, MCA, is amended to read: 

•32-1-518. Caapensation of agents and attorneys. J.l..l 

9he Except as provided in subsection {2), after notice to 

the bank and subject to approval by a district court judge 

of the county in which the bank is located, the compensation 

of the agents, attorneys, expert accountants, and other 

assistants appointed by the department and all expenses of 

liquidation and distribution of a bank whose assets and 

business have been taken possession of by the department 

shal¼ must be fixed by the department7--bnt-sab;eet-to 

appreval-by-the-;adge-ef-the-distr*et-eourt-ef-the-eoanty-*n 

whieh-the-bank-i■--¼oeated7--en--netiee--ef--the--bank. The 

department shall, upon written request of the dis~riet 

jud9e, supply semiannual statements showing the condition of 

the bank in process of liquidation. Except in cases of 

emergency, the compensation paid to attorneys and expert 

accountants sha¼¼ must be fixed and approved before services 

are rendered. When--tfte--eempensa~¼en--has--been--tixed--and 
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appra•ed--and--the--ser•¼ees--rendered7-the The compensation 

sha¼¼ ~ be paid out of the funds of the bank in the hands 

of the department and are a proper charge and lien on the 

assets of the bank, 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsection (l) do 

not aPP!.l!,,- • 

Section 40. Section 32-1-531, MCA, is amended to read: 

"32-1-531. Notice to creditors of insolvent bank. ill 
~he Except as provided in subsection (2), the department 

shall give notice by advertisement in a newspaper of general 

circulation in the town or city in which the bank is 

situated, if there is one, and, if not, then in some other 

newspaper published in this state, which the department 

shall designate, once a week for 2 successive weeks. The 

notice shall ~ call on all persons who have claims 

against the bank to present them to the department or its 

authorized agent at a place ta-be specified in the notice 

and to make sworn proof, in ~ form to be fixed by the 

department, within the time specified in the notice, not 

less than 90 days from the date of the first publication. A 

copy of the notice sftai¼ must be mailed to all persons whose 

names appear as creditors upon the books of the bank. 

{2) If the federal deposit insurance corparation is 
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appointed as the liquidating agent, the provisions of 

subsection (1) do not apply and notic~ t_o creditors must be 

given pursuant to federal law." 

Section 41. Section 32-1-532, MCA, is amended to read: 

•32-1-532. Claias -- allowance and rejection. (1) ~he 

Except as provided in subsection (6), the department shall 

reject or allow all claims in whole or in part and on each 

claim allowed shall designate the order of its priority. 

(2) If a claim is rejected or an order of priority 

allowed lower than that claimed, notice sfta¼¼ must be given 

the claimant personally or by certified er--reqiscered mail 

and an affidavit of the service of the notice, which 9ha¼¼ 

be is prima facie evidence of service, she¼¼ ~u~t be filed 

in the office of the department. 

(3) The action of the department is final unless an 

action is brought by the claimant against the bank in the 

district court of the county where in which the bank is 

located within 90 days after the service to-fix--the--amottnt 

ef--the-e¼a¼m-aftd-its-order-ef-prior¼ty-or-either. An appeal 

from the department's allowance7 -e¼ther-as--Co--priority--or 

amottnt7 may also be taken to-the-d¼strtct-cottrt-of-that 

eettftty by any party in interest by serving notice on the 

department, stating the grounds of objection and filing it 

in that court within 30 days after allowance. 

(4) Within 5 days after the notice, the department 
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shall file in the court and serve on the appellaht a copy of 

the claim and its reasons for allowance. 

(5) The court shall, after 5 days' notice of time and 

place of hearing on the issues raised, hear the proof of the 

parties and enter judgment reversing, affirming, or 

modifying the department's action. 

(6) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the provisions of 

subsections (1) through {51 do not apply and notice to 

creditors Dllst be given pursu~nt to federal law." 

SKtiOn 42. Section 32-1-534, MCA, is amended to read: 

"32-1-534. Claims order of payment -- priorities. 

(1) Except as otherwise provided by the Uniform Commercial 

Code, the order of payment of the debts of a bank liquidated 

by the department 111i11¼¼-be is as follows: 

(a) the expense of liquidation, including compensation 

of agents, e'mployees, and attorneys; 

(b) all fund·s of any other • bank in process of 

liquidation by the department and placed on deposit by the 

department; 

IC) 

(d) 

checks, 

all funds held by the bank in trust; 

debts due depositors7 2! holders of cashier's 

certified checks, eefttraetaal--liabi¼itiesT and 

drafts on correspondent banks, including protest fees7 paid 

by them on valid checks or drafts presented after closing of 
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the bank, pro rata. All deposit balances of other banks or 

trust companies and all deposits of public funds of every 

kind (except those actually placed on special deposit under 

the statutes providing therefor for deposit), including 

those of the United States, the state of Montana, and every 

county, district, municipality, political subdivision, or 

public corporation of this state, whether secured or 

unsecured or whether deposited in violation of law or 

otherwise, are included within the terms of this subsection 

(l)(d) and take the same priority as debts due any other 

depositor. 

certificates 

Accrued 

of 

interest 

deposit, or 

on savings accounts, 

other interest-bearing 

contracts, up to the time of the closing of the bank, eha¼¼ 

be is considered as part of the debt due. 

(e) interest on the classes of claims contained in 

subsections (l)(a) through (l)(d) ef-this-seetieft without 

regard to the priority computed from the date of closing of 

the bank at the rate of 7\ a year; 

(f) unliquidated claims for damages and similar claims, 

including claims of stockholders for amounts claimed to have 

been voluntarily advanced to the bank or paid in by way of 

special or voluntary or other aasessments. 

(2) The department may, in its discretion, without 

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

( 1) ( f) eE--this--seeH,eft or in preference to the payment of 
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any claims of creditors within these subsections, pay off 

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

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

considers necessary foe the preservation, maintenance, 

conservation, and protection of those assets and property 

and ¼ikewise property on which the bank has liens by 

mortgage or otherwise. ¼t The department may a¼se7--in--¼ts 

diseret¼eft7 create a fund or retain ¼n--its--hands, in 

preference to the claim of any creditors in subsections 

(l)(c) through (l)(f), money for those purposes. 

(3) Collateral that has been put up or pledged as 

security for the payment of bills payable by a bank or loans 

or discounts that have been outstanding as rediscounts of a 

bank prior to the closing of it is not available to the 

other creditors of the bank in whole or in part until the 

bills payable or rediscounts have been retired, after which 

offsets as provided in this section shail must be allowed. 

(4) Deposits of a person, firm, or corporation in a 

bank whieh that is in the possession of the department may 

be offset against any indebtedness (subject to the 

conditions of subsection (3) ef--~his--see~ieft), except 

assessments on stock, due to the bank from that person, 

firm, or corporation. All dividends when declared in favor 

of a creditor of the bank may be applied, in the discretion 

of the department, in satisfaction of the indebtedness, if 
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any, due the bank from the creditor." 

Section 43. Section 32-1-537, MCA, is amended to read: 

"32-1-537. Disposition of unclaimed funds. ( l) The 

department shall certify to the state treasurer a complete 

list of funds remaining with it that are uncalled for7 and 

~ whieh have been left with it in its official capacityT 

in trust for depositors in and creditors of a liquidated 

bank after they have been held by it for 6 months from the 

date of the final liquidation of the institution. Along with 

this certificate, it the department shall transmit to the 

state treasurer the fundsL with accumulated interest on 

them, whieh that it has se held in trust for 6 months. A 

copy of the certificate sha¼¼ must also be filed with the 

state auditor, who shall make a record of it. 

(2) The state treasurer shall deposit the funds and 

interest in the general fund o£-this-se8~e. 

(3) A depositor or creditor of a liquidated bank who 

has not been paid the amount standing to his the person's 

credit as thtte certified to the state treasurer may apply to 

the department for the amount due him. The depositor or 

creditor shall make an affidavit and offer proof of bis 

identity and of the amount due him-by-the-¼i~ttidated-bank. 

When satisfied as to the correctness of the claim and of the 

identity of the person, the department shall forward it to 

the auditor who shall audit the claim and, if found correct, 

-62-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

so certify tne claim to the department.,_,--whieh,--if.-it- g 

the depg.rtment approves the. claim, it shall transaiit ~ the 

claim. to the i~gi-s¼!ltare-wi-t:ft-a-stet:emen:t---of--i-ts--app_rova¼ 

depPsitor or creditor. The, money deposited in the general 

fund pursuant to this section is statutorily appropriated, 

as provided in 17-7-502, to the department for the purpose 

of paying approved claims." 

Section 44. Section 32-1-538, MCA, is amended to read: 

"32-1-538. Disposition of assets re~Jning after 

Pjl.Y!"@~t of clai1U1. 11) Whe~ El<cept as provided in subsection 

(41, when the department has paid to each depositor and 

creditor of the bank whose_ claims have been approved and 

allowed as provided in this chapter the amount due on them 

or made satisfactory adjustment of them and has made 

provisions for unclaimed and unpaid deposits and disputed 

claims and deposits and has paid all the expenses of 

liquida_tion, it shall file a report of its administration of 

the trust with the clerk of the district court of the county 

in which the bank is located. If there are remaining assets 

on hand, the depa.rtment may apply to the judge of that court 

in--~n-eo9rt~a,-in~e~~~~a for an order authorizing it to 

surrender the reJ!14ining assets, together with all the 

stationery, correspondence, books, and records kept by the 

bank while it was. a going concern, to the directors of the 

bank in office. at the time of closing it, as trustees for 
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stockholders, or to that ~ other person, if any, 

designated as trustee by a majority of the stockholders. The 

report and petition sha¼¼ must be set for hearing upon 

notice which that the court may direct. Upon hearing and 

approval of the report and account and the surrender of the 

assets as directed, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The court may, if requested, 

require the trustees to give bond in an amount the court may 

fix, conditioned for the faithful 

duties. The trustee or trustees 

performance of their 

shall complete the 

liquidation of any remaining assets and may sell and dispose 

of real and personal property as rapidly as possible and 

shall distribute the proceeds among the stockholders as 

their rights may appear or dispose of the proceeds in some 

other manner as the stockholders sha¼¼ by majority action 

direct. The court may upon request of a majority of the 

stockholders order the department to close up the trust as 

provided in subsection (2) 0£-~his-see~ion. 

12) If the assets of the bank are insufficient for 

making payments in full to the depositors and creditors of 

the bank, then, when the department has liquidated all 

available assets and disbursed them as provided by law, the 

department shall file a final report of its liquidation of 

the bank with the clerk of court of the county in which the 

-64-



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

LC 0768/01 

bank is located, Upon notice wh~eh ~ the court may order, 

the report eha¼¼ must be set for hearing before the court 

and, if found correct and all funds accounted for, the court 

shall approve it. The department may at the same time and in 

the report make application to the district court of the 

county in which·the bank is located for an order directing 

the closing of the trust, and upon entry of the order 

closing the trust, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The charter of the bank 

sftal¼ must be forfeited and all the stationery, 

correspondence, books, and records kept by the bank while it 

was a going concern and considered by the department to be 

of no value may be destroyed. However, fte correspondence or 

records may not be destroyed until 10 years after the date 

the bank ceased to be a going concern. 

(3) On application for orders as provided in this 

section, the bank sha¼¼ must be made a party by notice 

issued on order of the court or judge and served in a manner 

the court d'irectsr and applications authorized by this 

section may be heard at any time ift-eottr~-er-¼n-eftambers7-as 

tfte--eonrt--may--erder7 upon not less than 5 days' posted or 

served notice of the hearing. 

{4) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the rep0rtin9 and 
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district court approval requirements of subsections (1) 

through (3) do not apply,• 

Section 45. Section 32-1-551, MCA, is amended to read: 

"32-1-551. Liquidating officer's powers and duties. (1) 

At-any-t¼me Except as provided in subsection (3), after 

taking possession of a bank for the purpose of liquidation, 

the liquidating officer du¼y-~ua¼ified-under-the--¼aws, may 

as soon aS he the officer ascertains that the assets of sttch 

the bank will be insufficient to pay its debts and 

liabilities, may proceed to collect and enforce the 

stockholders' liability. For that purpose~ he the officer 

may institute and maintain in h½s the officer 1 s own name as 

stteh liquidating officer appropriate suits or actions in any 

state or federal court of competent jurisdiction. He The 

liquidating officer may receive and receipt for moneys money 

received on account of stockholders• liability, and any 

money so paid to the liquidating officer by a stockholder in 

whole or partial satisfaction of his the stockholder's 

liability shali is not be-deemed considered paid voluntarily 

but sha¼¼-gi•e gives the stockholder the same protection to 

the extent of the amount paid as if the payments were made 

after suit ~y ~ creditor or the liquidating officer. The 

liquidating officer ±s--sttthorized ~, ey--end with the 

consent of the court having jurisdiction of ~tteft the 

liquidation, ~o compromise, settle, and compound claims for 
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stockl;lolders' lia.bility, and 9.tteh the settlements and 

compromises when approved by the court she¼¼--be are legal 

and binding upon all parties concerned, including creditors. 

(2) ill A¼¼ Except as provided in subsection (2)(b), 

all sums collected by a liquidating office~ on account of 

stockholders' liability, either received from voluntary 

payments or collected by suits, settlements, or compromises, 

shall must be distributed to the creditors of the bank 

according to their several rights in the same proportion as 

the amount of a given cla.im of a creditor bears to the 

amount of the claims of all creditors and without regard to 

the rank or class or ch.aracter of claims and without 

d,iminution.!. 

ill 7-excep.t--t.l'lat--tll.e The liquidating officer may 

d~d_uct from amounts collecte.d the court costs or at:t-orn.eyis 

attorney fees (a,tteb--a,t-t-orne:,.a.s the attorney fees to be 

allowe.d fpr not more th.an 10\ of the amount collected, 

provided th;>t the 10\ allowed for atterftey"-s attorney fees 

ahal;lc ~ not apply to collections whieh that a.re made 

outside of the state of Montana) and other expenses incurred 

by hi.m the_ officer in the prosecution of any action for 

collection tA~reef. 

the 

(3) If the federal deposit insurance corporation is 

app_ointed as the liquid~_ting agent, the reporting and 

district court approval requirements of subsections (1) and 
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(2) do not apply." 

Section 46. Section 32-1-552, MCA, is amended to read: 

"32-1-552. Further duties of liquidating officer. (1) 

For the purpose of this section the term "liquidating 

officer" includes every person legally empowered to 

liquidate the business and affairs of a state bank, whether 

the liquidation is by the department or its deputies and 

agents. The term also includes all receivers of state banks 

qualified to liquidate a state bank under any law of this 

state. 

(2) The liquidating officer of a bank may decide when 

the assets of a failed bank are not sufficient to pay the 

debts, contracts, engagements, and liabilities7 and he may 

determine the qttest-ioft-of-t-he time when and the court where 

necessary legal proceedings sha¼¼-be !.!.!. conducted, subject 

to the general provisions of law governing venue and place 

of trial. 

(3) The provisions of 3i-¼-333--aftd 32-1-551 through 

32-1-553 do not impose afty liability on a stockholder of a 

bank whieh that is a member of the federal deposit insurance 

corporation ... 

Section 47. Section 32-1-553, MCA, is amended to read: 

•32-1-553. Departaent to file inventory report 

required exception. ill ~he Except as provided in 

subsection (2), the department shall, within 9.0 days after 
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taking charge of an insolvent bank, file with the district 

court having jurisdiction a complete inventory of all of the 

property and assets of the insolvent bank, such as 

furniture, fixtures, real estate, mortgages, bonds, and 

notes, secured and unsecured. ft The department shall a¼so 

every 6 months, or more often if required by the court, file 

with the court a report showing the status of the 

liquidation of the bank, the assets that have been 

liquidated and collected, the amounts and manner of payments 

made to creditors, the manner in which claims have been 

handled, and the assets on hand. The report 9fta¼¼ must 

contain other information the court requires, so that the 

court and the public may be apprised of the condition of the 

bank and the manner in which it is being liquidated with 

respect to the collection and sale of assets belonging to 

the bank and the manner in which claims are being paid. The 

report and account sha¼¼ must be set for hearing upon the 

notice the court may require and, if found to be correct, 

shall be approved by the court. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, subsection {l) does not 

~II 

Section 48. Section 32-1-606, MCA, is amended to read: 

"32-1-606. Closed banking institutions e■powered to 

barrow from the corporation~ If a banking institution is 
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closed on account of inability to meet the demands of its 

depositors~ or by action of the departmentL or by action of 

its directors~ or, in the event of its insolvency or 

suspension, the department or its agent,-with-the-permission 

ei-the--eottrt--ha•*ft~--jdrisdict±oft7 may borrow from the 

corporation and furnish any of the assets of the institution 

to the corporation as security for a loan from it the 

corporation. The department ttr,eft-the--order--0£--a--d¼etrict 

court--0£-eempeteftt-jur¼sdietieft may sell to the corporation 

any part or all of the assets of the institution. The 

provisions of this section do not limit the power of a 

banking institution or the department to pledge or sell 

assets in accordance with any existing law." 

Section 49. Section 32-1-803, MCA, is amended to read: 

•32-1-803. Organization of subsidiary trust companies. 

A subsidiary trust company sha¼¼ ~ be incorporated under 

the laws of this state in accordance with and subject to the 

provisions of 32-1-301 through 32-1-303, 3i-i-395-threugh 

32-1-307, 32-1-308, 32-1-321, 32-1-322, and 32-1-325,--and 

3i-i-35l--threugh--3i-i-356 or under the laws of the United 

States. To the extent not inconsistent with the provisions 

of this part, afty ~ subsidiary trust company incorporated 

under the laws of this state ~ha¼r-be is subject to the laws 

of this state generally applicable to trust companies. A 

subsidiary trust company formed under the laws of the United 
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States -~~ii--ee is subject, to the extent provided by the 

laws of the United States, to the laws of this state 

applicable to subsidiary trust companies incorporated under 

the laws of this state." 

IIEl;i SECTION. Section SO. Repealer. sections 32-1-217, 

32-1-305, 32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 

32-1-334, 32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 

32-1-353, 32-1-354, 32-1-355, 32-1-356, and 32-1-431, MCA, 

are repealed. 

~ SiCTIOlll. ~. 51. Codifi.,..tioa inatruction. 

[Sections 10, 11, and 13] are intended to be codified as an 

integral part of Title 32, c~ter l, and tl>e provis,,ions of 

Title 32, cllapter 1, ~ply to [sections 10, 11, and 13]. 

NEW SECTION. Section 52. :Ufecti ve datea. 1 1 l 

15 (Sections 1, 7, 8, and this section) are effective on 

16 passage and approval. 

17 (2) [Sections 2 through 6 and 9 through 51] are 

18 effective October l, 1993. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for HB020l, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: The bill is the result of recommendations made by the Montana State Banking Code 
Advisory Council, established by Governor Stephens in Executive Order 34-91. The bill provides for the first comprehensive 
update and modernization of Montana's banking laws since 1927 by recognizing and accommodating the many changes that have 
occurred in banking and bank regulation since that time. It provides new rulemaking authority for the Department of 
Coamerce to provide flexibility in the supervision and regulation of banks. The bill also exempts the Commissioner of 
Banking and Financial Institutions from the state's pay plan in order to attract and retain qualified individuals in this 
position. 

ASSUMPTIONS: 
l. The Commissioner of Banking and Financial Institutions will be paid a salary based on the salaries paid to similar 

positions by Montana's peer states. 
2. Authorized number of FTE will increase by 6 (5 traveling examiners and l bank analyst) in part because of the following: 

a. The number of examinations each year will increase as a result of the bill reducing the maximum time between 
examinations from 30 months to 24 months in compliance with minimum federal requirements. 

b. Banks will continue to convert from national charter to state charter. 
c. Volume of regulated assets will continue to grow. 
d. Complexity of bank regulation will continue to increase because of new federal laws. 

3. High rate of employee turnover will continue. 
4. Costs associated with holding company regulation will be minimal. 
5. Significant time will be spent promulgating the new administrative rules called for by the bill. 
6. The executive budget includes a modification (page C47) for $256,707 in FY94 and $241,784 in FY95 for this bill. 

Indirect charges and exempt salary increase the cost estimates by $26,944 in FY94 and $24,869 in FY95. The entire 
impact (modification+ increase) is shown below, but only the cost increases need to be added to what already is 
recormnended in the executive budget. 

FISCAL IMPACT: 
Expenditures: 

FTE 
Personal Services 
Operating Expenses 
Capital Expenditures 

Total 

Current Law 
20.25 

675,231 
269,850 
21,300 

966,381 

(cnn<i~~d rm nexrel 
W~ ,.(,, · I t-23 0< 3. 
DAVID LEWIS, BUDGET DIRECTOR DATE 
Office of Budget and Program Planning 

FY '94 
Proposed Law 

6.00 
868,032 
346,900 

35,100 
1,250,032 

Difference 
26-25 

192,801 
77,050 
13,800 

283,651 

Current Law 
20.25 

676,587 
288,877 

21,300 
986,764 

~ 

FY '95 
Proposed Law 

6.00 
869,555 
362,562 

2l,3Q_Q 
1,253,417 

Difference 
26.25 

192,968 
73,685 

_Q 

266,653 

DATE 

Fiscal Note for HB0201, as introduced 

ff/!.LO/ 



Fiscal Note Request, HB0201, as introduced 
Form BD-15 page 2 
(continued) 

Revenue_S_:_ 

Current Law 

Financial Institution Assessments 966,381 

FY '94 
Proposed Law 

1,250,032 

FY '95 
Oifference Current Law Proposed Law Difference 

283,651 986,764 1,253,417 266,653 

Net Impact: The increase in assessment revenue from regulated financial institutions will offset the increase in expenses. 

EFFECT ON COUNTY OR OTHER LOCAL REVENUES OR EXPENDITIJRES: 
Under present law, banks are required to file their articles of incorporation and any subsequent amendments with their county 
clerk and recorder. Such activity is very infrequent and revenue to counties is minimal. Substantial changes to Part 3 of 
Title 32 eliminate the county filing requirement. 

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION: 
Increased personal services expenses and operating expenses as a result of exempting the Commissioner's position and 
increasing the number of traveling examiners will continue. 
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STATE OF MONTANA - FISCAL NOTE 
Form BD-lS 

In compliance with a written request, there is hereby submitted a Revised Fiscal Note for HB020l, as introduced. 

DESCRIPTION OF PROPOSED LEGISLATION: The bill is the result of recommendations made by the Montana State Banking Code 
Advisory Council, established by Governor Stephens in Executive Order 34-91. The bill provides for the first comprehensive 
update and modernization of Montana's banking laws since 1927 by recognizing and accommodating the many changes that have 
occurred in banking and bank regulation since that time. It provides new rulemaking authority for the Department of 
Commerce to provide flexibility in the supervision and regulation of banks. The bill also exempts the Commissioner of 
Banking and Financial Institutions from the state's pay plan in order to attract and retain qualified individuals in this 
position. 

ASSUMPTIONS: 
1. The Commissioner of Banking and Financial Institutions will be paid a salary based on the salaries paid to similar 

positions by Montana's peer states. 
2. Costs associated with holding company regulation will be minimal. 
3. Significant time will be spent promulgating the new administrative rules called for by the bill. 

FISCAL IMPACT: 
Expenditures: FY '94 FY '9 

Current Law Proposed Law Difference Current Law Proposed Law Difference 

Personal Services 848,125 868,032 19,907 849,648 869,555 19,907 
Operating Expenses 339,863 346,900 7,037 357,600 362,562 4,962 
Capital Expenditures 35,lOQ l::i, lOO 0 21,:300 21.JQO Q 

Total 1,223,088 1,250,032 26,944 l,228,548 1,253,417 24,869 

Revenues: 
FY '94 FY ':!5 

Current Law Proposed Law Difference Current Law Proposed Law Difference 

Financial Institution Assessments 1,223,088 1,250,032 26,944 1,228,548 1,253,417 24,869 

Net Impact: The increase in assessment revenue from regulated financial institutions will offset the increase in expenses. 

<=tinued ~ next 1' 
Qo.,.µ_., _,Q ,)v,..,>,.,L_/ l-3.!2:~3 d J-,:;i-93 
DAVID LEWIS, BUDGET DIRECTOR DATE SPONSOR DATE 
Office of Budget and Program Planning 

Revised Fiscal Note for HB0201. as introduced 
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Fiscal Note Request, --HB0201. M int;r;odyced 
Form BD-lS page 2 
(continued) 

!iifFECT ON c;oum OR OTHER LOCAL RBVBNUEs PB EXPENPITIJRBS; 
Jnder present law, banks are required to file their articles of incorporation and any subsequent amendments with their county 
:lerk and recorder. Such activity is very infrequent and revenue to counties is minimal. Substantial changes to Part 3 of 
ritle 32 eliminate the county filing requir-nt. 
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53rd Legislature HB 0201/02 

APPROVED BY COMM. ON BUSINESS 
AND ECONOMIC DEVELOP !ENT 
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HOUSE BILL NO. 201 

INTRODUCED BY HIBBARD, CHRISTIAENS, BACHINI, 

REHBEIN, BOHLINGER, NATHE 

BY REQUEST OF THE DEPARTMENT OF COMMERCE 

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

LAWS RELATING TO BANKING; REVISING THE LAWS RELATING TO THE 

STATE BANKING BOARD; REMOVING THE DIRECTOR OF THE DEPARTMENT 

OF COMMERCE AS THE CHAIRMAN OF THE BOARD; AUTHORIZING THE 

BOARD TO ELECT A PRESIDING OFFICER; REDUCING THE TIME 

BETWEEN BANK INSPECTIONS; AUTHORIZING THE ACCEPTANCE OF 

FEDERAL REPORTS IN LIEU OF EXAMINATIONS; CLARIFYING THE 

PURPOSE OF THE BANKING LAWS1 APPLYING GENERAL CORPORATE LAW 

TO THE FORMATION AND REORGANIZATION OF BANKS; EXCLUDING 

REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING; 

REVISING BANK INVESTMENTS; REMOVING THE LIMIT ON SAFE 

DEPOSIT FUNCTIONS; REVISING RESERVE REQUIREMENTS; REVISING 

DISSOLUTION, CLOSING, AND LIQUIDATION PROCEDURES; 

STATUTORILY APPROPRIATING UNCLAIMED FUNDS FOR THE PAYMENT OF 

CLAIMS; AMENDING SECTIONS 2-15-1803, 2-18-103, 17-7-502, 

32-1-101, 32-1-109, 32-1-201, 32-1-202, 32-1-211, 32-1-218, 

32-1-234, 32-1-301, 32-1-302, 32-1-307, 32-1-308, 32-1-322, 

32-1-325, 32-1-339, 32-1-340, 32-1-361, 32-1-374, 32-1-402, 

32-1-412, 32-1-422, 32-1-423, 32-1-424, 32-1-432, 32-1-446, 

32-1-452, 32-1-455, 32-1-465, 32-1-467, 32-1-484, 32-1-507, 
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32-1-513, 32-1-515, 32-1-518, 32-1-531, 32-1-532, 32-1-534, 

32-1-537, 32-1-538, 32-1-551, 32-1-552, 32-1-553, 32-1-606, 

AND 32-1-803, MCA; REPEALING SECTIONS 32-1-217, 32-1-305, 

32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 32-1-334, 

32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 32-1-353, 

32-1-354, 32-1-355, 32-1-356, AND 32-1-431, 

PROVIDING EFFECTIVE DATES." 

STATEMENT OF INTENT 

MCA; AND 

A statement of intent is required -for this bill because 

the bill gives the department of commerce authority to adopt 

administrative rules to implement the purposes of the 

banking laws. The banking and financial division, in 

consultation with the state banking board, should adopt 

rules that 

efficiently 

allow state-chartered banks to operate 

and· in conformity with the standards and 

procedures governiOg national banks. The department shall 

also adopt rules governing the combination of obligations 

for lending limit calculation purposes. The rules should 

address the purpose of the loan, the ultimate ca-on user of 

funds, the source of repayment, the percentage of ownership, 

and other relevant considerations. 

Thee~ rules on loan limitations may include limits or 

requirements for par ticulac· classes or categories of loans 

or extensions of credit, including a rule governing the 
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combination of obligations for lending limit calculation 

purposes. These rules may address the purpose of the loan, 

the ultimate user of the funds, the source of repayment, the 

percentage of ownership of the entitY, and other relevant 

considerations. The depa!tment may determine when a loan 

putatively made to a person is attributable to another. 

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

Section 1. section 2-15-1803, MCA, is amended to read: 

"2-15-1803. State banking board ccaposition 

allocation. (1) There is a state banking board. 

(2) The board is composed of se .... n six members7 

¼ne¼~ding-the-direetor-ot-eo-eree7-or-hia-deaignee7-who--is 

the--eha¼raan-ot-the-l>oard. The reaeining-a¼• members of the 

board aha¼¼!!!!!!_! be appointed with consideration given banks 

of small, medium, and large size and to geographical 

distribution. At-¼eaat-one--bsn~er--■eaber--and--one--pab¼ie 

meaber--sha¼¼--be-appe¼n~etl-frem-eaeh-eengTessiena¼-dis~riee 

ef-the-seate• Two of the six members she¼¼ must be active 

officers in state 

active officer of 

banks of Montana,L one aha¼¼ must be an 

a national bank doing business in 

MontanaTL and three aha¼¼ must be members of the public, 

none of whom aha¼¼--be is an officer, director, or 

shareholder of any state or national bank. The board shall 

elg~_t a_ presiding g_ffic_er from it~ members. 
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(3) The members aha¼¼ must be appointed by the governor 

with the consent of the senate for terms of 3 years. 

Vacancies aha¼¼ must be filled by appointment for the 

unexpired term. No~ membsr o~her--than--the--d¼reeter--ef 

eem111eree may not serve more than two consecutive terms. 

(4) The board is allocated to the department for 

administrative purposes only as provided in 2-15-121." 

Section 2. Section 2-18-103, MCA, is amended to read: 

"2-18-103. Officers and eaployees excepted. Parts land 

2 do not apply to the following positions in state 

government: 

(1) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, the legislature, or other elected state officials; 

(6) officers or members of the militia; 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of regents of higher education; 

(9) academic and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 
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the authority of the state board of public education; 

(10) teachers under the authority of the department of 

corrections and human services or family services; 

(11) investment officer, assistant investment officer, 

executive director, and three professional staff positions 

of the bo·ard of investments; 

{12) four professional staff positions under the board 

of oil and gas conservation; 

(13) assistant director for security of the Montana 

state lottery; 

(14) executive director and senior investment officer of 

the Montana board of science and technology development; 

(15) executive director and employees of the state 

compensation mutual insurance fund; 

(16) state racing stewards employed by the executive 

secretary of the Montana board of horseracing; and 

{17) executive director of the Montana wheat and barley 

committee; and 

.L!!.l coaa11Jsioner of banking and financial 

institutions.• 

Section 3. Section 17-7-5D2, MCA, is amended to read: 

"17-7-5D2. Statutory appropriations definition 

requisites for validity. (1) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 
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legislative appropriation or budget amendment. 

I 2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

ta) The law containing the statutory authority must be 

listed in subsection {3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-2D2; 2-17-1D5; 2-18-812; 

10-3-2D3; 10-3-312; 1D-3-314; 1D-4-301; 13-37-304; 15-1-111; 

15-23-706; 15-25-123; 15-31-702; 15-36-112; 15-37-1171 

15-65-121; 15-70-101; 16-1-4D4; 16-1-410; 16-1-411; 

17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6~409; 

17-7-304; 19-5-404; 19-6-709; 19-8-504; 19-9-7D2; 19-9-1007; 

19-1D-205; 19-10-305; 19-10-506; 19-11-512; 19-11-513; 

19-11-606; 19-12-301; 19-13-604; 19-15-101; 20-4-109; 

20-6-406; 20-8-111; 20-9-361; 20-26-1503; 22-3-811; 

23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 

23-7-301; 23-7-402; 27-12-206; 32-1-537; 37-43-204; 

37-51-501; 39-71-2504; 44-12-206; 44-13-102: 53-6-150; 

53-24-206; 61-5-121; 67-3-205; 75-1-1101: 75-5-507; 

75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 

80-11-310; 82-11-136; 82-11-161; 85-1-220; 90-3-301; 
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90-4-215; 90-6-331; 90-7-220; and 90-9-306. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered 

authorized by the laws of Montana 

treasurer, for deposit in accordance with 

to 

into agreements 

pay the state 

17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation.authority for 

the payments. (In subsection (3): pursuant to sec. 7, Ch. 

567, L. 1991, the inclusion of 19-6-709 terminates upon 

death of last recipient eligible for supplemental benefit; 

and pursuant to sec. 18, Ch. 748, L. 1991, the inclusion of 

22-3-811 terminates June 30, 1993.)" 

Section 4. Section 32-1-101, MCA, is amended to read: 

"32-1-101. Short title -- application -- purpose. ill 
Parts 1 to through 5,-inelasiYe, of this chapter shall be 

known as the "Bank Act".!. 

ill and-shall-be The bank act is applicable toL 

fil all corporations and persons specified in 32-l-102L 

and-to-sach-other 

ill corporations as-shall that subject themselves to 

speeial-proYi■ions-and-seetions-thereof the bank act; and to 
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sach-e~fter 

1£1 persons, partnerships, or corporations who shall by 

violating any-of-its-pro•isiona the bank act become subject 

to the penalties provided therein in the bank act. 

(3) (a) The purpose of the bank act is to provide 

Montana with a sound system of state-chartered banks by 

providing for and encouraging the development of 

state-chartered banks while restricting their activities to 

the extent necessary to protect the interests of depositors. 

The purpose includes: 

(i) the sound conduct of the business of banks; 

(ii) the conservation of bank assets; 

(iii) the maintenance of adeguate reserves against 

deposits; 

(iv) the opportunity for banks to compete with other 

businesses, including but not limited to other financial 

organizations existing under the laws of this state, other 

states, the United States, and foreign countries; 

(v) the opportunity for banks to serve the citizens of 

this statei 

(vi) the opportunity for banks to participate in and 

promote the economic progress of Montana and the United 

States1 

(vii) the opportunity for the management of banks to 

exercise business judgment in conducting the affairs of 
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their institutions; and 

jviii) modernization and simplification of the law 

governing banking by providing that banks have all the 

rights and powers granted corporations, el[cept a~_otherwise 

provided in this chapter. 

J..!!.1_ The_ bank act does not restrict the~cyviti~s of 

banks for ~he purpose of protecting any person from 

competition from banks and doee not confer any right or 

cause of action upon any competitor. 

(c) The purpose contained in this subsection (3) 

constitutes the standards to be observed by the c0111111issioner 

of banking and financial institutions in the exercise of 

authority undsr the bank act and provides guidelines in the 

construction a~lication of ~he bank ac~.• 

Section 5. Section 32-1-109, MCA, is amended to read: 

"32-1-109. Definitions. Bn¼eaa A~ used in~thi~chapter, 

!!!!!!.!.!. the context requires otherwise, the following 

definitions apply: 

Cl) "Bank holding company• means a bank holding company 

registered under the federal Bank Bolding Company Act of 

1956, as amended. 

t¼till "Board" means the state banking board provided 

for in 2-15-1803. 

titill "Branch bank" means a banking house, other than 

the main banking house, maintained and operated by a bank 
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doing business in the state but does not include a detached 

facility, as provided for in 32-1-372, or a satellite 

terminal, as defined in 32-6-103. 

t3till "Capital", "capital stock", and "paid-in 

capital- mean that fund for which certificates of stock are 

issued to stockholders. 

t4t1ll •city" means a city, town, or municipality, 

incorporated or unincorporated, that -is an aggregation of 

inhabitants and structures sufficient to constitute a 

distinct place. 

t5till "City limits• means, in the case of: 

(a) an incorporated city, the corporate limits as 

provided for in 7-2-4101; or 

(b) an unincorporated place, the boundaries that under 

the circu111Stances define the city as a distinct place. 

t6till "Common ownership• means the ownership, directly 

or indirectly, of 801 or more of the voting stock of each of 

two or more banks by an individual, group of individuals, 

entity, or corporation. 

t1till "Community advisory board" means a group of 

citizens to advise the management of a branch bank, a 

majority of whom must be residents of the county in which 

the branch bank is located. 

t8ti.2l "Consolidate• and •merge 11 mean the same thing 

and may be used interchangeably in this chapter. 
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t9ti!Ql "De111And deposits" means all deposits, the 

payment of which can legally be required when demanded. 

t¼8tilll "Department• means the department of commerce 

provided for in Title 2, chapter 15, part 18. 

(12) "Division• means the division of banking and 

financial institutions of the department. 

f¼¼¼illl "Main banking house" means the principal place 

of business of a bank in the state. 

t¼itilll "Net earnings" means the excess of the gross 

earnings of a bank over expenses and losses chargeable 

against those earnings during any one year. 

(15) "Principal shareholder" means a person who directly 

or indirectly owns or controls, individually or through 

others, more than 10\ of any class of voting stock. 

t¼3ti!ll "Profit and loss account" or "profit and loss• 

means that account carried on the books of the bank into 

which all earnings accounts and recoveries are closed, thus 

exhibiting "gross earnings", and against which all loss and 

other disbursement items are charged, revealing "net 

earnings", which are then properly closed to "undivided 

profits accounts" or •undivided profits•, out of which 

dividends are paid and reserves set aside. 

f¼4til1J. •surplus• means a fund paid in or created under 

this chapter by a bank from its net earnings or undivided 

profits which, when set apart and designated as such, is not 
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available for the payment of dividends and cannot be used 

for the payment of expenses or losses so long as such bank 

has undivided profits. 

ti5t1ill "Time deposits" means all deposits, the payment 

of which cannot legally be required within 7 days. 

t¼6tilll "Undivided profits" means the credit balance of 

the profit and loss account of a bank.• 

Section 6. section 32-1-211, MCA, is amended to read: 

•32-1-211. Bxaaination and supervision by departaent 

division of banking_ and financial institutiQRS 

commissioner. (1) The department shall exercise constant 

supervision over the books and affairs of all banks and 

trust companies doing business in this state. 

(2) £t Except as provided in subsection (9), the 

department shall: 

(a) examine, at least once every 38 l! months, each of 

thoae--ban~a bank or trust company and verify the assets and 

liabilities of each and 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 or trust 

company a report of the examination's findings no later than 

ii8 60 days after the completion of the examination. 

( 3) H, The department shall ftorther investigate the 
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methods of operation and conduct of business of the banks 

and trust companies and their systems of accounting to 

ascertain whether the methods and systems are in accordance 

with law and sound banking principles. 

( 4) ft The department may examine under oath any of the 

officers, directors, agents, clerks, customers, or 

depositors of a bank or trust company regarding the affairs 

and business of the bank or trust company. 

(5) ft The department 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 

department, the refusal may at--enee be reported to the 

district court of the district in which the bank or trust 

company is located~T--and--the 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 or trust COIIIP<lnies doing business under this chapter 

and all persons having dealings with or knowledge of the 

affairs or methods of a bank or trust company shall at all 

times afford reasonable facilities for the examinations and 

make returns and reports to the department as it may 
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require. They shall also attend hearings and answer under 

oath the department 1 a inquiries, produce and exhibit any 

books, accounts, documents, and property¼~ the department 

desires to inspect, and in all things aid ¼t the department 

in the performance of its duty. 

ill There is within the de~rtment a division of 

banking and financial institutions. The he<1d of~ the Qivision 

is the co~issioner o{ ~~~in..9. and financial institutionaL 

who shall exercis~ su~rvision and control over the 

activities and employees of the division. The position of 

commissioner is an exempt position as provided in 2-18-103. 

The commissioner must be hired by and serve at the pleasure 

of the director of the department. The director may consult 

with the board in hiring or terminating the commissioner. 

(9) The cOllllllissioner may accept as the examination 

required by this section the findings or results of an 

examination of a bank or trust company that was made by a 

regulatory or insuring_ a~ _of ~he United States 

authorized to make the examination.• 

Section 7. Section 32-1-201, MCA, is amended to read: 

"32-1-201. State banking board -- secretary -- aeetings 

per diea. (1) The state banking board, created in 

2-15-1803, shall elect a secretary from its members to serve 

at the pleasure of the board. 

(2) In performing its functions, the board shall have 

-14- HB 201 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0201/02 

use of the offices, equipment, and personnel of the 

department as it requires. 

(3) The board shall hold meetings at the office of the 

department at dates and times set by the department. Special 

meetings may be called by the eheir...,n presiding officer at 

any time upon 3 days' notice to the members. 

(4) A quorum for all meetings she¼¼-be is a majority of 

the board members, and a majority of the quorum present at 

any meeting may take action. 

(5) 9he-eheiraan-she¼¼-he•e-e-•oiee-bat-ne-•ete-¼n--e¼¼ 

■ee~ings-ezcept-~e-Dreak-a-~¼e. 

t6t--Any ! board member exeept--the--eheiraan may be 

removed by the governor without cause in any case. 

tit.ill The board members· shall receive compensation and 

travel expenses in the same manner and amount as provided 

for in 37-1-133 for boards allocated to the department of 

commerce. The costs and expenses of the board she¼¼--be ~ 

legitimate charges of the department." 

Section 8. Section 32-1-202, MCA, is amended to read: 

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

banking board shall: 

(l) make final determinations upon applications for 

certificates of authorization for new banks, branch banks, 

mergers, consolidations, and reiocations of banks; 

(2) act in an advisory capacity with respect to the 
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duties and powers given by statute or otherwise to the 

director-of-the department of-e.,..eree as the duties and 

powers relate to banking." 

Section 9. Section 32-1-218, MCA, is amended to read: 

"32-1-218. Departaent to .ake rules. (1) The department 

may promulgate reasonable rules and orders concerning 

bookkeeping and accounting by state banks, including the 

keeping of reasonable credit information, information in 

connection with assets, or information in connection with 

charged-off items. 

(2) The department may adopt uniform rules to govern 

the examination and reports of banks and trust companies and 

prescribe the form in which banks and trust companies shall 

report their assets, liabilities, and reserves. 

(3) The department may adopt rules, issue orders and 

declaratory statements, disseminate information, and 

exercise its discretion to effectuate the purposes, 

policies, and provisions of this chapt~r. 11 

NEW SECTION. Section 10. 

liability. A person acting 

Reliance on order -- li■it on 

in good faith reliance upon a 

rule, order, or declaratory statement issued by the division 

is not subject to any criminal, civil, or administrative 

liability for the action if a subsequent decision by a court 

of competent jurisdiction 

declaratory statement. In 

invalidates the rule, order, or 

the case of an order or 
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declaratory statement that is not of general application, 

only the person to whom the order or declaratory statement 

was issued is entitled to rely upon it, unless a third 

person is dealing with material facts or circumstances that 

are substantially the same as those upon which the order or 

declaratory statement was based. 

NEW SECTION. Section ,,. Bxaaination of holding 

coapanies and affiliated entities. The division shall 

request assistance from and cooperate with the federal 

reserve system in the examination of bank holding companies 

under the Bank Holding Company Act of 1956 in order to 

resolve issues relating to the safety and soundness of banks 

under the jurisdiction of the division. 

Section 12. Section 32-1-234, MCA, is amended to read: 

•32-l-23t. Confidentiality -- penalties. (1) ill The 

report and any information contained in the reports and 

statements provided for, other than those reports which are 

required to be published, aha¼¼ must be considered secret 

and for the confidential information of the department only. 

The information may not be imparted to persons who are not 

officially associated with the department, and the 

information contained in them--sha¼l the reports and 

statements may be used by the department 

furtherance of its official duties. 

only in the 

fil The department may exchange information with 
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federal banking-departments financial institution regulatory 

agencies and with the financial regulatory departments of 

other states~ and The department may furnish information to 

the legislative auditor er-preseeating-effieials-whe-reqaest 

¼t for use in pursuit of official duties. A prosecuting 

official may obtain the information by court order. 

(2) Any knowledge or information gained or discovered 

by the department in pursuance of its powers or duties is 

confidential information of the department. The information 

may not, except as provided in ~his subsection 1.ll.1.!tl., be 

imparted to any person not officially associated with the 

department. The information shall must be used by the 

department only in the furtherance of its official duties7 

eseept-that-the-department-msy-e•ehange-inforaatien-with-the 

federal-banking-departaent-and-departaenta-ef--ether--states 

and--may--farn¼sh--infermat¼en--~o-preseeuttng-effieia¼s-who 

require-i~-fer-ttse-in-pttrstt¼t-of-oftieia¼-dtt~iee. 

(3) An employee or agent of the department who violates 

this section or willfully makes a false official report as 

to the condition of a bank shall must be removed from office 

and is also guilty of a felony. Upon convictionL he the 

person shall be fined an amount not exceeding $1,000L er 

imprisoned in thee state pen¼~entiary correctional facility 

for a term not exceeding 5 yearsL or both tined-and 

25 iaprisoned." 
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HEW SECTION. Section 13. Applicability of corporation 

law. ( l) Except as provided in subsection (2), the 

provisions of Title 35, chapter 1, apply ta banks unless a 

section in this title or a rule or order issued under this 

chapter is inconsistent with Title 35, chapter l. 

(2) The provisions 

(10), 35-1-308(1), 

35-1-1107, 35-1-1207, 

not apply to banks. 

of 35-1-114, 35-1-115(4) through 

35-1-623(2), 35-1-936, 35-l-ll06, 

and Title 35, chapter l, part 10, do 

Section 14. Section 32-1-301. MCA, is amended to read: 

"32-1-301. organisation and incorporation articles 

of agreement incorporation. (1) Any-three-or-■ore-peraons ~ 

person desiring to aaaoeiate--themse¼Yes--together--tor--the 

pnrpose-ot-beeoming organize a banking corporation to-engage 

in--any--one--or--aore-er-a¼¼-of-the-bnsinesses-men~ioned-in 

thia-eha~ter shall sign--and--ac•new¼edge,--¼n--the--menner 

provided--tor--the--aeknow¼edgaent--ot-deeds-ot-rea¼-estate7 

artie¼es-of-agreement-whieh-sha¼¼ make and file articles of 

incorporation with the department and, upan aeeroval by the 

department, may file the articles with the secretary of 

state as provided in Title 35, chapter 1. The articles of 

incor22_ration must set forth: 

(a) the eorporate-name--ot--the--proposed--eorporationy 

whieh--may--not-be-the-name-ot-any-other-eorporation-granted 

and-then-doing-bnsineaa-ot-a-si■i¼ar-eharaeter-in-thia-state 
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or-any-imitation-of-a-na■e7-proyided-that-it--is--¼awta¼--to 

ase-the-na■e-ased-by-any-eorporation-prewious¼y-ineorporated 

and--datng--basine■■--in--the-■tate-of-Montena-bat-whieh-haa 

been-disineorporatedy-¼iqaidated7-di■so¼wed7-■nd-is-entire¼y 

out-e£-basiness~-A-banking-eorporatien--y-not-adept-er--ttae 

the-na•e-ef-any-ether-Nnkin9-eerperatien-or-asaee¼atien7 -er 

ot---■ny---triend¼y--asaoeiationT information required by 

35-1-2161.!.l; 

(b) the name of the city or town and county in which 

the principal office of the corporation is to be located; 

(c) the-amoant-of-the-espita¼-stoe1t-of-the-eorporation7 

the-nllllll>er-of-•hares-into-whieh-it-ia-to-be-diwided7-and-the 

par--ya¼ae--of--sharea~-the-a■oant-ot-eapita¼-steek-aetaai¼y 

sabseribed-in-good-taith-at-the-ti•e-of-the-si9ning--ot--the 

artie¼ea--ot--a9ree-nt~-and-the-a■eant-of-the-eapita¼-steek 

aetaa¼¼y-paid-ap-in-¼awta¼-..,..ey-of-the-anited-States-and-in 

the-enstody-ot-a-e-banRin9-institation--designated--as--the 

depository--ot--the--money-anti¼-the-proposed-eorporation-is 

ftt¼¼y-ergantsed-and-atttherised-to-enga9e-in-basineaa7 

tdt the names and places of residence of the •e•era¼ 

shareholders and the number of shares subscribed by initial 

each; 

tetill the number of the board of directors and the 

names of those agreed upon for the first yearT-~he-artie¼es 

-y-proYide-that-the-namber-ot--direetors--e¼eeted--at--eaeh 
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aftftaa¼--meetiftg-sha¼¼-e0nstitate-the-beard-f0r-the-year7-a¼¼ 

•aeafteies-tc-be-f¼¼¼ed-by-the-bcard-taKiftg-the--aeticn7 --aftd 

a¼s0--may--pr0¥¼de--that--a--ma;0rity--0f--the-fa¼¼-b0ard-0£ 

trustees-may-inerease-~fte-numbe~-of--tfte--directors--ef--the 

bank7 --not--exceed¼ftg--two,--an~-appciftt-persons-to-£i¼¼-the 

restt%ting-vacane¼es-between-aeetings-ef--the--stee~ho¼dersTL 

and 

tft~ the purpose for which the ass0eiati0ft-0r-e0mpany 

banking corporation is formed, which may be set forth by the 

use of the general terms defined in this chapter, with 

reference to each line of business in which the proposed 

corporation desires to engage. 

(2) In addition to provisions required thereift in 

subsection (1), the articles of incorporation may also 

contain provisions not-inconststent-with-¼aw--re9ardin9--the 

e¼iainatioft--or--¼imitaticft--of--the-persona¼-¼iabi¼ity-of-a 

directer-to-a-eorporation-or-ita-shareho¼dere--for--mone~ary 

damagee-f0r-breaeh-0f-f¼dae¼ary-daty-as-a-diree~or7-eKeept~ 

tat--fcr--breaeh--of--a--direetor~s-daty-ef-¼oya¼ty-to-a 

eorperation-er-¼ts-shareho¼ders; 

tbt--for--aets--or--om¼ss¼ofta--tha~--eoftatitate--wi¼¼fa¼ 

m¼seondtte~7-reek¼essnessy-or-a-know¼n9-•¼a¼at¼oft-of-¼aw;-or 

tet--tor-a-~ransaet¼on-frem-wh¼eft-a-direetor-der¼•es--an 

imprcper-perscfta¼-beftef¼t set forth in 35-1-216(2). 

(3) A banking corporation may not adopt or use the name 
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of any other banking corporation or association, and the 

corporation name must comply with 35-1-30812) through 14). 

(4) A banking corporation may not be organized or 

incorporated until the- articles of incorporation have been 

submitted to and have been approved by the department and 

until it has obtained a certificate from the board 

authorizing the proposed corporation to transact the 

business specified in the articles of incorpor~tion within 

this state. 

(5) A banking corporation may not amend or restate its 

articles of incorporation until its articles of amendment or 

arti~les of restatement have been submitted to and have been 

approved by the departm~nt a~d ~until i~ hjls obtained 

a_pp_roval from the department authorizing the proposed 

amendment or restatement. 

(6) For banks organized before [the effective date of 

this section), articles of agreement are co~idered articles 

of incor,2!:!_ration.• 

Section 15. Section 32-1-302, MCA, is amended to read: 

"32-1-302. Incorporation. (1) The proposed articles of 

agreemen~-eha¼¼ incorporation must be presented to the 

department, together with an application in writing in the 

form prescribed by the department, for a certificate 

authorizing the proposed corporation to transact within-this 

aeate the business specified in the articles of agreemene 
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incorparation within this state. 

(2) upon the presentation of the proposed articles of 

agreement incorporation, tog.ether with the application, the 

department shall ascertain whether the requisite capital of 

the bank, as required in 32-1-307, has been subscribed and 

been paid up in cash. It The department shall also determine 

whether the corporation is being formed for any other 

purpose than the legitimate business contemplated by this 

chapter. ~t The department shall determine whether the 

corporate name assumed by the bank, by reason of the use of 

any one or more of the words "commercial", "trust•, 

•savings•, or "investment" in conjunction with any other 

word or words, resembles so closely the name of any other 

bank previously formed under this chapter as to be likely to 

cause confusion. 

(3) The e~penses of the department and the board 

incurred in the e~aminations and hearings provided for in 

this chapter for the formation of new banks must be paid by 

the proposed bank through advance payment of a reasonable 

nonrefundable application fee which must be determined by 

the board by rule. 

(4) All information gathered by the department under 

this section ahaii !!!,!!!!_ be transmitted to the board for its 

use in conducting hearings on applica.tions for certificates 

of authorization.• 
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Section 16. Section 32-1-307, MCA, is amended to read: 

"32-1-307. Aaount of capital. fit The division, in 

consultation with the board, shall determine the appropriate 

level aaoant--of--the--eoaaon--and--preferred--atoek--of--a 

eo-ereiai--bank--a"a¼¼--not--be--¼ess--thsn-$i5TB&9T-and-in 

addition-thereto-there-aha¼¼-be-ereated--a--sarp¼as--of--not 

¼esa--than--¼81--of--the-a■oant-of-the-eapita¼-stoek-of-said 

bankT-whieh-said-sarp¼as-and-eapita¼-stoek-sha¼¼-be-paid--ap 

in--eaah--and--depaaited-with-aame-bank-or-banks-at-the-ti■e 

the--app¼ieation--ia--■ade--to---the---department---for of 

capitalization of the proposed corporation prior to the 

issuance of the certificate of authorization hereinabo,re 

mentioned. 

ti½--A-c~erctai-bank-haYin9-¼es-p¼aee-of-baaineaa-¼n-a 

eity--or--town--of--more--than--iT888--and--¼esa--than-4T888 

inhabitant■T-as-dtse¼oeed-by--the--¼ast--aathorized--een■ua7 

aha¼i--ha¥e--a--eapita¼-stoek-of-not-¼ess-than-$38T988-and-a 

sarpias--of--i&l--of--the--eapita¼--stoek--as---hereinbefore 

pro¥idedT--A-eo-■ereia¼-bank-ha¥ing-ita-p¼aee-of-basineas-in 

a-eity-or-toWft-of--re-than-4T888-inhabitantaT-as--dise¼osed 

by-the-¼aat-aathorieed-eenaaaT-ahai¼-ha¥e-a-eapita¼-stoek-of 

not--¼eaa--than--$59T998-and-a-aarpiaa-of-¼81-of-the-eapita¼ 

stoek-aa-hereinhefore-proYidedT 

t3t--~he--ant-of-the-eapitai-atoek-of-a-aaYings--bankT 

traat--eoapany7--or--in¥est■ent--eompany--shaii-be-fixed-and 
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li■ited-by-the-artie¼es-ef-agreeaent-and-sha¼l-be--net--less 

than--$l887888--er-■ere-thsn-$l8-■illion7-ef-whieh-Uleant-at 

lesat-$l887888-■ast-be-sabaeribed-snd-£al¼y-paid-ap-in--eash 

and--on--depesit--with-some-bank-or-banks-in-thi■-state-when 

the--applieatien--is--■ade--to--the---department---fer---the 

eert¼£¼eate--ot--attthorization--hereinabowe--ment¼ened.--9he 

rema¼nder--ot-the-attthorized-ea~ita¼-stoek-mey-be-sttbseribed 

and-paid-in-at-stteh-times-and-ttnder-such-re9tt¼at¼ons-as--the 

Beard--o£--d¼reetora--of-stteh-eorporat¼on-may-determineT-9he 

shares-ef-the-eo1111en-eapital-steek-ef-all-banks-sha¼l-have-a 

par-va¼ae-ef-$¼88-er-aaeh-¼ess-ameant-as-may-be-previded--in 

the--artic¼es--of--ineorporat¼ony-prow~ded-that-thia-ehapter 

shal¼-net-re~aire-any-bank-in-esistenee-and--deing--basiness 

to-increase-it■ -captta¼-steekT" 

Section 17. Section 32-1-308, MCA, is amended to read: 

"32-1-308. Bylaws. tlt-'l'he-persena-signing-the-artie¼es 

ef--agree■ent--sha¼l-at-their-first-■eeting-adept-bylaws-fer 

the-9evern■ent-ef-the-earpc,ratien7-whieh-by¼aws-11ay--previde 

fOPT 

tst--the---ti■e7---plaee7--and--.,..nner--of--ea¼ling--snd 

eendaeting-the-■eeting■-ef-the-eerpc,ratienT 

tbt--the-na■ber-ef-steekhelders-een■titating-a-~aera■T 

tet--the-■ede-ef-veting-by-pre•yT 

tdt--the-ti■e-ef-the-annaal-eleetien--ef--direeters--snd 

the-mede-snd-.,..nner-ef-giving-netiee-thereefT 
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tet--the-datiea-ef-effieers~ 

tft--tne--manner-ef-e¼eetien-snd-the-tenare-ef-effiee-ef 

a¼¼-effieers-ether-than-the-direeters~ 

tgt--saitsb¼e-penaltiea-fer--vie¼ation--ef--by¼aws7--net 

eweeeding-in-any-ease-$¼69-fer-any-one-e££enseT 

tit The bylaws adapted must be certified by a majority 

of the directors and the secretary of the corporation and 

recorded in the book of bylawsT-whieh~ book sha¼l must 

be open to the public inspection ef-the--pab¼ie during the 

office hours ef--eaeh--dsy--exeept-helidays. A copy of the 

bylaws anal¼~ also be transmitted to the department. ~he 

by¼awa-may-be-repealed-er-amended-er-new-bylaws--be--adepted 

st--the--annaal--■eetings--er--at--any--ether-meet¼ng-ef-the 

steekholders-ealled-fer-that-parpc,se-by-the-direeters7-by--a 

vete-representin9-twe-thirds-ef-the-sabaeribed-steek7-er-the 

pc,wer--to--repea¼--snd-Uleftd-the-by¼aws-snd-adept-new-bylaws 

may7-by-a-sim¼¼ar-vete-at-the-£¼rst-meeting--er--any--anntta¼ 

■eetingT-be-de¼egsted-to-the-besrd-ef-direetorsT" 

Section 18. Section 32-1-322, MCA, is amended to read: 

•32-1-322. Board of directors -- qualifications, 

tenure, and "'acancies. ( l) The affairs of the bank shall 

must be managed by a board of directors7 consisting of not 

less than three in-nttmber7-e£--whem--at persons. At least 

two-thirds of the board must be residents of Montana. 

Directors need not be shareholders of the corporation unless 
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required by the articles of incorporation or bylaws so 

require. A person who has been convicted of a crime against 

the banking laws of the United States or of any state may 

not be elected a director. 

(2) The directors shed¼ must be elected for a term_ of l 

year at the annual meeting of the stockholders,-wh¼eh-aha¼¼~ 

The annual meeting must be held en-any-b~s¼n~ss-dey before 

April 15 of each calendar year. If the election is not held 

on the day fixed for the annual ~~eting~ the corporation may 

is not thereby-be dissolved, but an el.ection may be held at 

any other time agreeabl.e to the bylaws of the corporation, 

and the persons eo elected shall hold their office until the 

seeend--~aesde7--ef--the--fe¼¼ew¼n9--ianaar7-er-ant¼¼-ethers 

successors are elected and qualified. Every director shall 

take and subscribe an oath that he the director wil.l. 

diligently and honestly perform his the director's duty in 

the office and that he the director will not knowingly 

violate or permit a violation of any of the provisions of 

this chapter. The oaths aha¼¼~ be made in duplicate7L 

one copy ef--wh¼eh--sha¼¼ must be transmitted to the 

department and filed ¼n-¼ts-eff¼ee with the department, and 

one copy aha¼¼ must be kept on file in the office of the 

bank. 

t3t--¼n--ease--ef-deecft-er-res¼gnec¼en-of-one-er-■ore-o! 

the-d¼reetere7-the-•aeaney--shall-be-fil¼ed-by-the-lteard--and 
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the--d¼reetars-sa-appe¼nted-■ha¼¼-he¼d-aff¼ee-unt¼¼-ehe-ne•t 

anft~a¼-e¼ee~¼onT• 

Section 19. Section 32-1-325, MCA, is amended to read: 

•32-1-325. Selection of officers and eaployeea 

■inutes of ■eetinga. (1) The board of directors of a bank 

must hold a meeting at least quarterly, 

(2) The board of directors may elect a president, one 

or more vice-presidents, a cashier and one or more assistant 

cashiers, and other officers and employees wh¼eh tha! they 

may from time to time consider to be to the best interest of 

the bank and fix their compensation. The president aha¼¼ 

~ be chosen from the board of directors. 

13) The board of directors sha¼¼--a¼■a--e¼eet--a 

seeretary7-whe shall keep a correct report of the meetings 

of the board and of the stockholders in a book kept for that 

purpose7-wh¼eh. The minutes sha¼¼-part¼eu¼sr¼7 must disclose 

the dates of the meetings and the names of the directors or 

stockholders present. This record of the meetings of the 

board of directors sha¼¼ must be subscribed to by the 

presiding officer and seere~ary the person responsible for 

preparing the minutes. The minutes she¼¼~ be read and 

approved at the following meeting of the board of di~ectors, 

and the minutes of the following meeting aha¼¼ ~ shaw 

that fact. The minute book aha¼¼ must be kept in the main 

office of the bank at all times and aha¼¼ must be presented 

-28- HB 201 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0201/02 

to the department at the time of its examination of the 

books. The department shall include in its report of 

e~amination of the bank a statement of the dates on which 

the meetings were held since the last examination of the 

bank by-i~ and the names of the directors in attendance at 

each of those meetings. A person who makes a false entry in 

the book or who changes or alters an entry made in it is 

guilty of a misdemeanor." 

Section 20. Section 32-1-339, MCA, is amended to read: 

"32-1-339. Right of exaaination by stockholder. Ne~ 

stockholder of any~ bank incorporated under the laws of 

this state who is not a director sha¼¼-haye-the-r¼ght-te ~ 

~ inspect the books and records of saeh the bank showing 

its transactions with any-ef-ies-etta~emersy a customer. btt~ 

any--saeh ~ stockholder sha¼¼-haYe-the-r¼ght-te ~. inspect 

daring-haainess-hears-the-geners¼-stste■ent-beek-ahewing-the 

genera¼-aasets-and-¼iahi¼ities the books and records of saeh 

~ bank as provided in Title 35, chapter l, part 11." 

Section 21. Section 32-1-340, MCA, is amended to· read: 

"32-1-340. conversion of surplus and undivided profits 

to capital stock. (1) A bank having a surplus and undivided 

profits equal to or in excess of 50\ of its capital stock 

may increase its capital stock by the issuance of new stock 

for a part of that surplus and undivided profits. 

(2) The increase may be made by the ~ vote e~ 
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~•o-~ft¼~ds of the stock in-peraon-er-by-pro•y, either at a 

regular annual stockholders' meeting or at a meeting called 

for that purpose in accordance with the bylaws of the 

corporation. 

(3) All increases of capital stock made under this 

section must be accomplished in a manner conforming to the 

requirements of this chapter pertaining to surplus of banks 

when first incorporated. 

(4) New-eapital-steek-when-issaed-hy-a-hank-against-its 

sarp¼as--and--ttndiYided--pref¼ts--may--he-issaed-witheat-the 

pa,-ent-e~-eaah-fer-it7-bat-¼t-sha¼i--he--eharged--apon--the 

heeks--ef-the-bank-and-¼n-the-statementa-ef-the-hank-against 

aarp¼as-and-and¼Yided-prefita-ae-that-the-eembined--eepita¼T 

aarp¼ttsT--aftd--andi•ided--pre!ite--are--ftot--redtteed--by-the 

¼seaanee-of-the-new-stoekT 

tSt When a bank has voted to issue any stock as 

contemplated in this section, it shall certify that action 

to the department, which shall within 30 days approve or 

reject the plan. lta Departmental action ahal¼-he is final, 

and written notice of it-aha¼¼ the action must be given to 

the bank. 

t6t--lf--the--department-appreves-ef-the-¼ssaanee-ef-the 

new-steek-and-ao-netifies-the-hank 7 -the-bank-aha¼¼-then-fi¼e 

a-eert¼fieate-eE-iasaaftee-with-the-eennty-e¼erk-an~-reeorder 

ef-the-eeanty-in-whieh-the-hank--ia--ieeated--and--with--the 
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seeretary--ef--stateT--Hpoft-the-fi¼ift,-with-the-seeretary-ef 

atateT-tfte-½nereese-beeomea-e!!eet¼•e•" 

Section 22. Section 32-1-361, MCA, is amended to read: 

"32-1-361. Change froa state to national bank. ill ~ftY 

! bank may become a corporation for the purpose of carrying 

on the business of banking in this state, under the act of 

congress "to provide a national currency secured by a pledge 

of United States bonds and to provide for the circulation 

and redemption thereof•, approved June 3, 1864, and under 

Title 52 of the Revised Statutes of the United States, when~ 

fil stockholders owning two-thirds of the stock of the 

bank ha•e--weted vote to become such a national bank 

corporation or hawe--esee•eed execute a written consent 

authorizing its directors to make the certificate required 

therefor by the laws of the United StatesL or 

ill wheft a majority of the directors of the bank, 

having--eeen authorized in their discretion to make the 

change, shaiiT by a vote of the majority7 decide to become 

saeh a national bank corporation. 

ill The cashier of the bank shall~ 

.l..!.l publish notice thereef--for-38-days of the change 

once a week for 4 consecutive weeks in the newspaper wh¼eh 

that the directors selectL and 

ill send a i¼ke printed notice by mail or otherwise to 

all nonvoting or dissenting stockholdersL and 
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ill notify the department that the bank has decided to 

become a corporation under the laws of the United States." 

Section 23. Section 32-1-374, MCA, is amended to read: 

"32-1-374. Reorganiaation of national bank as state 

bank. ill Afty ~ national bank that ls authorized to 

dissolve7 and wh¼eh-shaii-ha•e that has taken the necessary 

steps to effect dissolutionT may reorganize as a state bank 

. upon the consent in writing of the owners of two-thirds of 

the capital stock of atteh the bank and with the approval of 

the department. The stockholders shall make, execute, and 

acknowledge articles of incorporation as required by the 

laws of the state of Montana and shall set forth thereift in 

the articles of incorporation the written consent of ■aeh 

the stockholders. Opon the filing of sa¼d the articles as 

provided by law and upon the approval of the department, 

aaeh the bank shaii-be-dee■ed-te--be is reorganized under 

this chapter, and thereapoft all assets, real and personal, 

of saeh the dissolved national bank aha¼¼-be are vested in 

and become the property of saeh the reorganized state bank, 

subject to all liabilities of aaeh the national bank not 

liquidated before aaeh the reorganization. 

(2) The cashier of the bank shall: 

(a) publish notice of the change once a week for 4 

consecutive weeks in the newspaper that the directors 

select!. 
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(b) send a printed notice by mail or otherwise to all 

nonvoting or dissenting stockholders; and 

(c) notify the department that the bank has decided to 

become a cor,22!.~!}:on under the laws of MoQtana." 

Section 24. Section 32-1-402, MCA, is amended to read: 

"32-1-402. When advertising as bank prohibited -- trade 

naaes restricted. (l) A Except as provided in (4) 1 a person, 

firm, company, partnership, or corporation, either domestic 

or foreign, that is not subject to the supervision of the 

department and not required by the provisions of this 

chapter to report to it and whieh that has not received a 

certificate to do a banking business from the department, 

may not: 

(a) advertise that he the person or it entity is 

receiving or accepting money or savings for deposit, 

investment, or otherwise and issuing notices or certificates 

of deposit therefor; or 

(bl use an office sign at the place where the business 

is transacted having on it an artificial or corporate name 

or other words indicating that: 

(i) the place or office is the place or office of _a 

bank or trust company; 

(ii) deposits are received there or payments made on 

checks; or 

(iii) any other form of banking business is transacted 
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there. 

(2) ~hat The person, firm, company, partnership, or 

corporation, domestic or foreign, may not use or circulate 

letterheads, billheads, blank notes, blank receipts, 

certificates, er circularsL or any written or printed or 

partly written and partly printed peper ~ whateyery 

haw~ft,--en-Chem that contain an artificial or corporate name 

or other word or words indicating that the business is the 

business of a bank, savings bank, or trust or investment 

company. 

(3) ~hae The person, firm, company, partnership, or 

corporation or any agent of a foreign corporation not having 

an established place of business in the state may not 

solicit or receive deposits or transact business in the way 

or manner of a bank, savings bank, trust, or investment 

company or in a manner whieh that leads the public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company. 

(4) fil A person, firm, company, partnership, or 

corporation, domestic or foreign7 that is not subject ta the 

supervision of the department and not required by the 

provisions of this chapter to report to it and whieh that 

has not received from the department a certificate to do a 

banking busineSST may not transact business under a name or 

title whi-eh that contains the word 11 bank", "banker", 
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"banking", "savings bank", "saving", "trust", "trustee"', 

•trust company 0
, or "investment company" unless the 

department has granted a waiver~ Nothin9-eon~ained--in--this 

This section aha¼¼ does not prohibit the use of the word 

"bank" in the name or title of any bank holding company 

registered with the board of governors of the federal 

reserve system pursuant to Title 12, United States Code, 

section 18447--and--saeh--ttse--oi-~he-word-•bank•-is-hereby 

atteheP¼eed. 

jb) The department may grant a waiver to allow the use 

of a restricted word listed in subsection j4)(a) to a 

nonprofit organization if: 

(i) the organization is not acting as a financial 

institution; and 

(ii) the name used is not likely to mislead a reasonable 

individual into thinking that the organization is acting as 

a financial institution. 

( 5) A person, firm, company, partnership, or 

corporation, domestic or foreign, violating a provision of 

this section shall forfeit to the state $100 a day for every 

day or part of a day during which the violation continues. 

(6) Upon suit by the department, the court may issue an 

injunction restraining that !h! person, firm, company, 

partnership, or corporation during pendency of the action 

and permanently from further using those words in violation 
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of the provisions of this section or from further 

transacting business in a manner which leads the public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company and may enter any other order 

or decree as equity and justice require." 

Section 25. Section 32-1-412, MCA, is amended to read: 

•32-1-412. Borrowing 110ney -- liaitations. (1) A Except 

as provided in subsection (3), a bank may not borrow money 

except to meet ita ae~sonal requirements or unexpected 

withdrawals. At-ne-t¼me-sha¼¼--the The bills payable and 

rediscounts of a bank may not be permitted to exceed in the 

aggregate an amount equal to the capital and surplus of the 

bank, except with• the written consent of the department. 

Security instruments sold under an agreement to repurchase 

do not apply to the limit on borrowing contained in this 

section. The division may prohibit excessive amounts of 

borrowing structured as a security instrument sold under an 

agreement to repurchase to a single customer or within the 

bank. When it appears to the department that a bank is 

borrowing money in excess of the limitation provided by this 

section or for the purposes other than as specified in this 

aection, the department may require it to reduce the 

borrowing within a time to be fixed by the department. 

(2) A Subject to subsections (l) and (3), a bank may 

not at any time become indebted either directly or 
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indirectly for borrowed money or rediscounts in an amount in 

excess of its paid-up capital and surplus, without first 

obtaining written authority from the department. Debentures 

or certificates of indebtedness issued by an investment 

company to run for a period of 3 years or more may not be 

included in the deposit liabilities of that investment 

company, as affected by the provisions of this section. 

(3) A bank may borrow funds from a federal home loan 

bank for use in financing home ownership, in financing 

affordable housing programs, or in interest rate risk 

management. The division may prevent excessive borrowing by 

an institution." 

Section 26. Section 32-1-422, MCA, is amended to read: 

•32-1-422. Restriction on investllent in corporate stock 

ruleaaking authority. (l) Na Except as provided in 

subsections (21 and (31, a commercial or savings bank aha¼¼ 

may not 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 capital stock is necessary to prevent loss to the bank on 

a debt previously contracted in good faith. Any capital 

stock so purchased or acquired she¼¼ must be sold by the 

bank within 6 months thereafter after .2urchase or 

acguisition7 if it can be sold for the amount of the claim 

of the bank against it. All capital stock purchased or 
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acquired must be sold for the best price obtainable by the 

bank within 1 year after stteh purchase or acquisition, or if 

the stock is unmarketable, it aha¼¼ must be charged off as 

an investment loss, which sfta¼¼--be is equivalent to the 

stock's sale. every! person or corporation violating any 

provision of this section shall forfeit to the state twice 

the nominal amount of stteft the stock. 

(2) Notwithetanding--sttbaeetion--t¼tT--a ~ bank 

acquire and hold for its own account: 

may 

(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; 

Cb) shares of stock of a federal reserve bank, without 

limitation of amount; and 

Cc) shares of stock in a Montana capital company OR THE 

MONTANA SMALL BUSINESS INVESTMENT CAPITAL COMPANY within 

limits prescribed by the Montana Capital Company Act. 

(3) A bank may invest any amount up to s, the limit 

established by the department of its unimpaired capital and 

surplus in shares of stock of: 

(a) the federal national mortgage association; 

Cb) the federal home loan mortgage corporation; 

CC) the federal agricultural mortgage corporation; and 

(d) other corporations created pursuant to acts of 

congress to meet the agricultural, housing, health, transit, 
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educational, environmental, or similar needs of the nation 

when the department determines that the investment is in the 

public interest. 

(4) The department shall adopt rules to implement this 

section." 

Section 27. Section 32-1-423, MCA, is amended to read: 

"32-1-423. Real estate whieh that banks -y purchase, 

hold, or convey. (1) A bank organized under the provisions 

of this chapter may purchase, hold, or convey real estate 

whieh that: 

(a) is necessary for its accommodation in the preper 

transaction of its business, but it shai¼ !!!!l: not invest an 

amount exceeding 501 of its paid-up capital and surplus in 

the lot and building in which the business of the company is 

or is projected to be carried on, furniture, equipment and 

fixtures, vaults and safety vaults, and boxes necessary or 

proper to carry on its banking business; 

(b) is mortgaged to it in good faith by way of security 

for loans previously made or meneys money due to the bank; 

(c) is conveyed to it in satisfaction of debts 

previously contracted in the course of its business; 

(d) it purchases at sales under judgments, decrees, or 

mortgages held by the bank. 

(2) Real estate acquired in the manner set forth in 

subsections (l)(c) and (l)(d) oE-this-seetion may not be 
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held longer than 5 years from the date of acquisition, 

unless special written permission to do so is granted by the 

department. The real estate ahaii must be carried on the 

books of the bank for an amount not greater than its coat to 

the bank, including costs of foreclosure and other expenses 

of acquiring title. 

(3) The direc'cors of a bank shall adopt a business plan 

providing for future use of property as office sites." 

Section 28. section 32-1-424, MCA, is amended to read: 

•32-1-424. Investaenta of financial inatitutioaa. tit 

~rnst-and~in•eat■ent:-eempanie■--y--¼eaae7--pnrehasey--ho¼d7 

aftd--eeftYey-a¼¼-reai-er-per■en'a¼-prepert:y-fteeeaaary-to-earry 

en-t:heir--attt:heriaed--bnatneas7--aa--ve¼¼--aa--the--rea¼--or 

peraona¼-property-the-board-oE-direetors-eonaidera-neeeasary 

to-aegaire-in-the-enEoreeaent-or-settiement-oE-any-eia¼ma-or 

demands-ariaing-oat-oE-basiness-transaetiona-and-may-eweettte 

and--issttey--in--the--transaction--of--their--bneinesey--a¼¼ 

necessary-receipta7-certi£¼cates7-and-eontracts• 

tit--~he--board-oE-direetora-oE-a-eorporation-may-in•eat 

the-eapitai-and-aasets--oE--the--eorporation--and--keep--the 

eap¼t:a¼--and-a-esets-in•ested-in-seea:rit¼ea-t:o-be-approyed-by 

tbe-board7-and-the-board-may-..,ke-inwe11taent11-0E-ita-eap¼tai 

and-a■aet:s-and-ef-t:he-fttnde--eectu1a:¼et:ed--by--it:s--bnsinesa7 

ineinding----ney7---depoaits7---or--any--pert--thereof7--in 

negotiab¼e-or-n0ftnegotiabie-notea--or--bonda7--aortgagea--on 
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aneneambered--reai-estete7-steeRs-and-bonds-ef-eorperations7 

or-bonds-and-warrants-of-any-eeanty7-e¼tyT-town7--or--aehoo¼ 

distriet--of--this--state--or--any-other-state-of-the-Hnited 

States-¼eqa¼¼y-aatfter*9ed-to-issae-tfte-bonds-er-warrants7-or 

bends-er-eb¼igat¼ens-of-tfte-Un¼ted-States, 

t3till. Notwithstanding other provisions of the law, it 

is lawful for a bank, trust company, investment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

(a) debentures issued by the federal 

administrator and in obligations of national 

associations; and 

housing 

mortgage 

(bl United States goverrunent obligations, either 

directly or in the form of securities of or other interests 

in an open-end or closed-end management type investment 

company or investment trust registered under the Investment 

Company Act of 1940 (15 u.s.c. aoa-1 through 80a-64), as 

amended, if: 

(i) the portfolio of the investment company or 

investment trust is limited to United States government 

obligations and repurchase agreements fully collateralized 

by United States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 
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either directly or through an authorized custodian. 

t•till An--in•est■ent-in The department shall publish a 

list of the permissible type of investments in United States 

government obligations as provided in subsection t3ttbt--may 

not-be-made-for-a-ter■-¼onger-than-5-years ill·" 

Section 29. Section 32-1-432, MCA, is amended to read: 

•32-1-432. Li■itations on loans -- rulemaking. (l) (a) 

The total loans or extensions of credit to a person, 

partnership, or corporation by a bank, including loans to a 

partnership and to the seYera¼ members thereof of the 

partnership, aha¼¼--ae--ne--eiae may not exceed 201 of the 

amount of the unimpaired capital and surplus of that bank. 

(b) The discount of bills of exchange drawn in good 

faith against actual existing values, the discount of 

bankers, acceptances of other banks, the discount of 

commercial or business paper actually owned by the person 

negotiating itT and the obligations of the United StatesL or 

general obligations of any state or of any political 

subdivision ehereof, or ob¼i9ae¼eft obligatio~ issued under 

authority of the Federal Farm Loan Act, may not be 

considered as money borrowed. 

(c) The limitations imposed on total loans and 

extensions of credit by this section do not apply to loans 

and investments secured by obligations of the United States 

having a curren~tket value of 100% of the amount loaned 
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or invested er-~o-¼oans--de-on-warehettse-reeeipes-and-b¼¼¼s 

af--¼ad¼n97--wl\en-the-warehanse-reee¼pts-and-b¼¼¼s-of-¼ad¼n9 

eo•er-nonper¼aftab¼e-eo-odieiea-of-the-■arkeeab¼e--va¼ue--of 

at-¼east-¼i&,-ar-the-aaannt-¼oaned-an-them. 

(d) Loans or obligations are not subject under this 

section to any limitation based upon that unimpaired capital 

and surplus to the extent that they are secured or covered 

by guaranties, or by commitments or agreements to take over 

or ta purchase them, made by a federal reserve bank or by 

the United States or a department, bureau, board, 

commission, or establishment of the United States, including 

a corporation wholly owned, directly or indirectly, by the 

United States. 

(2) The combined liabilities of the se•era¼ members of 

a firm, partnership, or unincorporated association to the 

loaning bank aha¼¼ !!!!.!! be included in the liabilities of 

the firm, partnership, or unincorporated association. ~hat 

The portion of the liabilities of the firm, partnership, or 

unincorporated association for which a member individually 

is legally responsible ■ha!¼ must be included in the 

liabilities of the member in determining the limitations 

imposed by this section. In determining the limitation for 

loans or extensions of credit to a limited partner of a 

limited partnership, these the portions of the liabilities 

of the limited partnership for which the limited partner is 
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free from liability aha¼¼ must be excluded. 

(3) When, in the judgment of the department, the 

liabilities of a corporation or the combined liabilities of 

a corporation and one or more of its stockholders to a bank 

are excessive, it shall require the reduction to the limits 

and within the time it prescribes. 

(4) The limitations of this section do not apply to the 

extent that the loan or extension of credit is secured by 

pledged deposits in the lending bank. 

(5) The limitations of this section do not apply to a 

loan of funds or an extension of credit made by a bank to 

another bank if the term of the loan ~xtension of credit 

does not exceed 2 business days. 

(6) The limitations of this section do not apply to the 

extent that a loan is covered by a guaranty or by 

commitments or agreements to take over or purchase saeh the 

loan made by an agency or board of the state of Montana 

authorized by law to provide such guaranties, commitments, 

or agreements. 

(7) The department may adopt rules to carry out the 

purposes of this section. 

(8) For purposes of this section, the terns "loan" and 

"extension of credit• include all direct or indirect 

advances of funds to a person on the basis of an obligation 

of the person to repay the funds. The terms also include a 
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liability of a state chartered bank to advance funds to or 

on behalf of a person pursuant to a contractual commitment. 

The department may adopt a rule differentiating between 

discretionary and nondiscretionary cOntractual ~ommitments." 

Section 30. Section 32-1-446, MCA, is amended to read: 

"32-1-446. safe deposit departaent. Any ~ bank may 

conduct a safe deposit department bne-sha¼¼-not-iftveat--more 

then--one-tenth--ef--its--eapital--and--snrp¼ns-in-stteh-safe 

deposit-department, The liability of 'any bank for the 

safekeeping and protection of the contents of safety deposit 

boxes sha¼¼-be is determined by the contract endorsed on the 

receipt delivered to the renter of said~ box at the time of 

the rental, but in any event the obligation of the bank 

shall-be is limited to the exercise of ordinary diligence 

and care to protect the contents of the box from loss or 

damage by fire, theft, or other causes.• 

Section 31. Section 32-1-452, MCA, is amended to read: 

"32-1-452. Dividends, surplus, losses, and bad debts. 

(1) The directors of any~ bank may, at certain times and in 

sneh the manner as its bylaws prescribe, declare and pay 

dividends to the stockholders of ao much of the net 

undivided profits of the banks as may be appropriated for 

that purpose, but every bank shall, before declaring any 

stteh dividend, carry at least 251 of its net earnings for 

the period covered by the dividend to its surplus, until 
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stteh the surplus shall-l!Llll<>ttnt--te is 50\ of its paid-up 

capital stock, The whole or any part of stteh the surplus may 

at any time be converted into paid-in capital, and-in-aaeh 

eveftt but the surplus sha¼¼ must be restored ¼n--the--manner 

above!.! provided in this subsection until it amounts to 501 

of the aggregate paid-up capital stock, A larger surplus may 

be created7-and-nethin9-herein-eontained-shall-be-eenstrtted 

as-preh¼e¼tary-thereef. 

(2) No~ dividend shall larger than the previous 2 

years' net earnings may not be declared or-patd-wh¼¼e-~here 

sha¼¼-re11Sin-a■eng-the-led9er-assets-of-the--bank--any--ite• 

whieh--sha¼½--properly--be--e½ass¼fied-as-a-bad-debt without 

giving notice to the division. Hnder--~he--~er119--of--~h¼e 

seet¼on-and-befere-any-di•idend-ean-be-pa¼d7-a¼¼-debts-dae-a 

bank--en--whieh--the--¼nterest--is-past-dtte-and-anpa¼d-for-a 

peried-of-¼i-months-after-11Stnrity7-an½ess-the-saae-be--we¼l 

aecared-or-¼n-¼e~ai-preee■■-of-co¼¼eet¼on7-and-al¼-jad9ments 

held--by--the-bank-after-i-years-from-the-date-ef-rend¼t¼on7 

ewe¼asi•e-of-t¼ae-eonsaaed-in-appea¼7 -anless--payaenta--ha•e 

been--made7-shall-be-eonsidered-bad-debtsT-Stteh-bad-debts-as 

hereinbefere-def¼ned-sha½l-be-ehsrged-eff-the-books-of--aueh 

bank-before-any-d¼•¼dend-¼a-dee½aredT 

(3) Losses sustained by a bank in excess of its 

undivided profits may be charged to and paid from the 

surplus, ¼ft-wft½eh-~Yeftt-snch but the surplus eha¼¼ must be 
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restored in the manner above provided in subsection (1) in 

the amount required by this chapter." 

Section 32. Section 32-1-455, HCA, is amended to read: 

•32-1-455. Reserve requireaents. (1) A bank, except a 

reserve bank, shall maintain at all times a reserve of that 

percentage of its deposit liabilities as shai±-be-determ¼ned 

by-tfte-depart■ent-as-prev¼ded--½n--th¼s--seet¼eft,--ef--wh¼eft 

reserve--a--pert¼en-the-beard-ef-d¼reeters-may-determ¼ne-may 

h~-eft-8~eea½~-½ft-han~A-e!Ml!lrev~8-hv-~h--8~N!l~►•~n►-A--~--~~•--- - --A;--. --- - -..-..------- -4 --- --..--------- -- -------

banks required by the appropriate federal regulator. 

(2) The department may establish7--ra¼ae7--er--iewer 

reser¥es-wh¼eh-shaii-be-ma¼nta¼ned-en-dellU!lnd-depes¼ts-and-en 

tiae-depea¼ta-aa-¼n--¼ta--;ttd9ment--bank¼n9--eend¼t¼ens--aa1 

;~st¼ry.-~he-power-te-estab¼¼aft,-raise7-er-¼ewer-reeervea-¼s 

i¼a¼ted-te-a-pereenta9e-ef-depesits-net-¼n-e•eeaa-ef reserve 

requirements whieh--mai--be--estabi¼shed-fer-banks-that-are 

aeabers-of-the-federai-reserve-sistem-and-net-iess-then--~5\ 

of--those--reser•e--requ¼re■eftts--fer-membere-of-the-federa¼ 

reser•e-syste■ if the federal regulator discontinues reserve 

requirements. 

(3) A bank approved by the department as a reserve bank 

must shall maintain at all times -¾nta*n a reserve 0£--tfte 

percentage--or-pereefttages as the department sha¼¼-deter■ine 

frma-time--to--time 7 --wftieh--sfta¼i--not--be--¼ess--tftan--the 

pereentages---apeeified--in--this--seetien--ef--¼te--depoait 
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i¼ab¼i¼tiea7-ef-wh¼eh-a-pert¼en-the-beard-ef--d¼reetor■--aei 

deteraine--aa1--be--en--depea¼t--¼n--bank■--appreved--b1-the 

depert■ent-as-reaerwe-banka requires by rule. 

(4) A solvent bank of good repute having a full paid-up 

capital and surplus ef-$38878887 as the department requires 

by rule and doing business in this state or any other stateT 

may be designated by the department as a reserve agent for 

Montana banking institutions. The approval or designation 

may be withdrawn or withheld at any time by the department 

for cause. 

(5) ft-shaii-be-the-dtttJ-ef-ani ~ bank whose reserve 

she¼½ drep drops below the legal requirements te shall 

report the matter to the department immediately and as often 

thereafter as the department shai¼--aak asks for said ~ 

report. 

(6) When the reserve of a bank falls below the ...,ant 

reqnired-by-thia-aeetion legal reguirements, the bank may 

not increase its loans or discounts otherwise-than except by 

discounting or purchasing bills of exchange payable at sight 

or on demand, and the department shall notify a bank whose 

reserve may be below the amount required to make good the 

reserve. 

17) In arriving at deposit liabilities with regard to 

bank deposits, the net balance of amounts due to and from 

other banks shaii--be--taken must be used as the basis for 
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ascertaining the deposit liability to banks against which 

reserves sha¼¼-De ~ carried. 

(8) Howe¥er7--a--eoap¼¼ance Compliance by member banks 

with the federal reserve banking laws, rules, and 

regulations sha¼¼--be--he¼d--to-be-a is compliance with the 

reserve requirements and conditions of this chapter and 

entitles those federal reserve member banks to the rights 

and privileges accruing from compliance with this chapter." 

Section 33. Section 32-1-465, MCA, is amended to read: 

"32-1-465. &,erdratt-by Limit on loans to officerL 

dir~ctor, or e■p¼oyee----reee¼ving-persona¼-pro£¼t-frem-¼oan 

principal shareholder. ill An Except as provided in 

subsect~on (2), a bank may not extend credit to an officer, 

director, a9entT--te¼¼er7--e¼erk7 or employee principal 

shareholder 0£-a-bank-is-9ni¼ty-ot--a--misdemeanor--if--that 

peTsen~ 

t¼t--knowin9ly--0Terdraws-his-aeeonnt-with-sneh-bank-and 

thereby-obtaina-the-■nneyT-notesT-or-tnnds-of-any-aneh-bankT 

or 

tit--aslta-or-reee¼wea-or-eonaent::s-or-agrees--to--reee_¼•e 

any--ee-ias¼onT--prem¼aa-on-¼nsuranee7-eme¼ument7-gratu¼ty7 

reward7-moftey7-property7-or--thin9--0£--•a¼ne--for--h¼s--own 

personai--beftefit--or--persofta¼--ad•anta9e--for-proenrin9-or 

endeavoring-to-precare-for-any-person7-fir■7-or--eerperation 

any--¼oan--frem--or--~he--purehaae-or-diaeount-of-any-paper7 

-49- HB 201 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

l.8 

19 

20 

21 

22 

23 

24 

25 

HB 0201/02 

note7-dratt7-eheek7-or-bi¼¼-ot-ezehan9e-by-sneh-baftk-or--£or 

authorizing--and-perm¼tt¼ng-any-"9'r9en,-firm7-er-cerporat¼on 

te-o•erdraw-any-aeeettnt-w¼th-stteh-benk unless the extension 

of credit is in an amount that, when aggregated with the 

amount of all outstanding extensions of credit by that bank 

to all officers, directors, or principal shareholders, does 

not exceed the bank 1 s unimpaired capital and unimpaired 

surplus. 

(2) A member bank with deposits of less than $100 

million may by resolution of its board of directors increase 

the general limit in subsection (l) to a limit th~t does not 

exceed two times the bank's unimE!_ired CaE_ital and 

unimpaired surplus if: 

(a) the board of directors determines that a higher 

limit is consistent with prudent, safe, and sound banking 

practices in light of the bank's experience in lending to 

officers, directors, and principal shareholders and is 

necessary to attract or retain directors or to prevent 

restricting the availability of credit in s111all communitiesi 

(bl the resolution sets forth the facts and reasoning 

on which the board of directors bases the finding, including 

the amount of th~bank's lending to officers, directors, and 

principal shareholders as a percentage of the bank 1 s 

unimpaired capital and unimpaired surplus as of the date of 

the resolution1. 
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I c) the bank has submitted the resolution to the 

department; and 

(d) the bank meets or exceeds, on a fully phased-in 

basis, all applicable capital requirements established by 

the de~artment." 

Section 34. Section 32-1-467' MCA, is amended to read: 

"32-1-467. Loans to -naging officer or director. ill 
No ~ bank she¼¼ !!!!Y 118ke--a-¼oan extend credit to any~ 

managing officer af-saeh-bank-witbottt-taking-good-eo¼¼atera¼ 

or-other-a■p¼e-and-speeif¼e--seettrity--thereforT--When--saeb 

¼oan or a-¼oan-11Sde-to-a director of stteh the bank7-bank¼n9 

inetit~Cion7-or-~r~at-eompany-exeeeda~ 

(a) in any U10unt to finance the education of the 

managing officer•s or director's children; 

ill in any_ amo_unt to finance the purchase, 

construction, maintenance, or improvement of a residence of 

the managing officer or director if the extension of credit 

is secured by a first lien on the residence and the 

residence is: 

(i) owned by the managing officer or director; or 

(ii) expected to be owned by the managing officer or 

director after the extension of credit; and 

(c) for any other purpose not specified in subsections 

(l)(a) and (l)(b) if the aggregate in amount of loans to 

that individual under this subsection...LU_<!<>!'S not exceed at 
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any one time the greater of te, 2.51 of its the bank's 

capital stoek7-it-sha¼¼-not-be-118de-ttnti¼-first-approved-by 

a--■-;ority--of--the--direetors--of---saeh---bank7---bankin9 

institation7--or--trast--ea■pany7--whieh--approva¼--sha¼¼-be 

entered-apon-the-reeerds-0£-aueh-bankT-and-the-ai9natarea-o! 

a-■a;ority-of-the-board-of-direetors-approving-same-sha¼i-be 

attaehed-thereto-and-be-and-reaain--a--per-nent--reeord--o! 

saeh--bank and unimpaired surplus or $2S,OOO~ However, in no 

event may the aggregate amount of loans to the indivig~l 

ezceed $100,000. 

(2) The department ■ay adopt rules to address loans 

made before [the effective date of this section] and to 

define capital and unimpaired surplus for purposes of 

32-1-465 and this section.• 

Section 35. Section 32-1-484, MCA, is amended to read: 

"32-1-484. By¼ews--regarding--banking Banking hours and 

business days. t¼t-At-eny-rega¼ar-or-speeia¼-aeetiftg-ef--its 

board--0£--d¼receorsy-any ! bank7-aa-here¼n-def¼ned7-and-an7 

nae¼ona¼--bank--or--na~¼ona¼--bank¼ng--aaaoeia~ien--aft8--any 

federa¼-reser•e-bank may7-et-eny-ti■e7-eneet-or-a■end-by¼aws 

te provide for its banking hours or business days er--to 

ehan9e---i~s--bankin9--heurs--er--basineas--day■,--ine¼uding 

remaining-e¼eaed-er-c¼esing-en-any-SatardayaT 

tit--Any-stteh-bank-enaeting--e--by¼aw--er--a■ending--any 

by¼aw--with--respeet--~o--saeh--sttb;eet-11Stter-sha¼¼-gi•e ~ 
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giving reasonable notice to the public of-the-enactment-of-a 

new-by¼aw-or-amendaent-of-by¼aws-byT 

tat--postin,-an-annottneement-in-the-lobby-of--the--bank7 

ineerporatin,--the-te•t-of-the-by¼aw-or-of-the-amended-by¼aw 

and-adv½sin~-et-the-date-the-saae-beeemes-etteet¼ve;-or 

tbt--mai¼in, and providing a copy of stteh the notice to 

eaeh--of-the-bankia-ettstomers-aa-of-the-date-of-the-adoption 

et-aneh-by¼av-or-amendment;-and 

tet--in-addition-to-po■ting-or-mai¼in,7-pttb¼ishin,--stteh 

netiee--net--¼eas--than-onee-¼n-eaeh-week-tor-i-veek■-in-any 

newspaper-0£-genera¼-e¼rea¼at¼on-¼n-the-eennty-where¼n--s~eh 

bank-has-¼ts-offieeT 

t3t--fn--any--e•ent--aaeb~-notiee7--wbether--poated--and 

pab¼ished--or--mai¼ed-and-pab¼iabed7 -aba¼¼-be-,i•en-at-¼east 

¼4-days-in-ad•anee-of-the-effeeti•e-date--of--the--by¼aw--or 

amended-bylaw the department.• 

Section 36. Section 32-1-507, MCA, is amended to read: 

"32-1-507. Power of closed banks to borrow aoney froa 

gover1111ental agencies. ill After Except as provided in 

subsection (2), after applying to and obtaining the approval 

of the department and the district court of the county in 

which the bank or trust or investment company is located, 

and-notwithatandin,-any-other-law7 the liquidating agents of 

closed banks may borrow money from an agency of the federal 

government on behalf of commercial banks, savings banks, 
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trust companies, and investment companies closed and in 

liquidation. As security for the loan the liquidating agent 

may pledge or mortgage the assets and properties thereof for 

the purpose of paying depositors or creditors in part or in 

full. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsection (1) ~o 

not a~." 

Section 37. Section 32-1-513, MCA, is amended to read: 

"32-1-513. Taking possession of bank notice. On 

laking possession of the assets and business of the bank, 

the department shall, in addition to posting notice on the 

front door of the bank, also notify ei:-oftee, personally~ 

mail or by wire, all corresponding banks and all persons or 

corporations known te-ii: to be in possessi.on of any of the 

estate of the bank." 

Section 38. Section 32-1-515, MCA, is amended to read: 

"32-1-515. Powers of deparu,ent on closing bank 

court proceedings. (1) Upon taking the assets and business 

of a bank into its possession, the department is authorized 

to collect all ■eneya money due to that the bank and to do 

these other acts necessary to conserve ti:s the bank 1 s assets 

and business~ and--the The department shall proceed to 

liquidate the affairs of the bank. 
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(2) The department may, ¼n-its-d¼scretien-and except as 

eCherwise limited by the terms of this chapter, do any acts 

necessary or desirable for the protection of the property 

and assets of the bankL and the speedy and economical 

liquidation of the assets and affairs of the bankL e11d the 

payment of t-es creditors.L or ter the reopening and 

resumption of business whe~e when that is practicable or 

desirable. 

(3) ¼t The department may institute, in its own name or 

in the name of the bank, theae--auita--and-ether legal 

proceedings aa it considers expedient for these the purposes 

of subsection (1). 

(4) (a) By applying to the district court of the county 

in which the bank is located or to the judge of that court 

in--chlUlbera, the department may obtain an order to sell, 

compromise, or compound any bad or doubtful debt or claim 

and to sell and dispose of any assets7~ which The sale may 

be made to stockholders, officers, directors, or others 

interested in the bank7 on consent of the court. 

(b) In the court proceedings the bank she%¼ must be 

made a party by notice issued on order of the court or 

judge, in place of summons, and served upon aeae an officer 

of the bank7 if there is any an officer in the county. ¼f-ne 

effieer-een-be-foand-in-the-eeunty7-the11-the-netiee-aha¼¼-be 

poated-in-three-pab¼ic-p¼ecea-in-the-ceanty-for-at-¼eaat--¼8 
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daya-befere-the-dey-ef-hearin9T 

tct--~he--hearin9--ef--an-app¼ieatien-er-petitien-by-the 

departaent-aay-be--had--at--any--ti■e7--either--in--ter■--er 

•aeation--in--eourt--or-¼n-ehamberay-as-the-eonrt-.. y-orderT 

after-the-benk-haa-had-5-deya~-netiee-ef-the-app¼icatien--or 

the-notice-haa-been-poated-fer-at-¼eaat-¼8-dayaT 

15) If the federal dep0sit insurance corporation is 

appointed as the liguidating agent, subsection (4) does not 

!!PP!l'..:." 

Section 39. Section 32-1-518, MCA, is amended to read: 

"32-1-518. Coapensation of agents and attorneys. ill 
~he Except as provided in subsection (2), after notice to 

the bank and subject to approval by a district court judge 

of the county in which the bank is located, the compensation 

of the agents, attorneys, ezpert accountants, and other 

assistants appointed by the department and all expenses of 

liquidation and distribution of a bank whose assets and 

business have been taken possession of by the department 

aha¼¼ must be fixed by the department7--bat--aae;ect--to 

appro•a¼-by-the-;ad9e-of-the-di■triet-ceart-of-the-coanty-in 

whieh--~he--bank--ia--¼oeated7--en--notiee--of-the-banR~ The 

department shall, upon written request of the district 

judge, supply semiannual statements showing the condition of 

the bank in process of liquidation. Except in cases of 

emergency, the compensation paid to attorneys and expert 
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accountants sha¼i must be fixed and approved before services 

are rendered, iftlen--the--eompensaticn--has--been-fi•ed-and 

apprc•ed-and-the-aer•ieea--rendered7--the ~ compensation 

shaii must be paid out of the funds of the bank in the hands 

of the department and are a proper charge and lien on the 

assets of the bank. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

distrlct_ couf_! approval requirements of subsection (1) do 

not aEE!,x." 

Section 40. Section 32-1-531, MCA, is amended to read: 

•32-1-531. llotice to creditors of insolvent bank. ill 
~he Except as provided in subsection (2), the department 

shall give notice by advertisement in a newspaper of general 

circulation in the town or city in which the bank is 

situated, if there is one, and, if not, then in some other 

newspaper published in this state, which the department 

shall designate, once a week for 2 successive weeks. The 

notice sha¼¼ !!!!!.!! call on all persons who have claims 

against the bank to present them to the department or its 

authorized agent at a place to-be specified in the notice 

and to make sworn proof, in ~ form to be fixed by the 

department, withifl the time specified in the notice, not 

less than 90 days from the date of the first publication. A 

copy of the notice aha¼¼ must be mailed to all persons whose 
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names appear as creditors upon the books of the bank, 

(2) If the federal deposit insurance corperation is 

appointed as the liquidating agent, the provisions of 

subsection (l} do not apply and notice to creditors must be 

given pursuant to federal law." 

Section 41. Section 32-1-532, MCA, is amended to read: 

"32-1-532. Claias -- allowance and rejection. (l) ~he 

Except as provided in subsection (6), the department shall 

reject or allow all claims in whole or in part and on each 

claim allowed shall designate the order of its priority. 

(2) If a claim is rejected or an order of priority 

allowed lower than that claimedr notice aha¼¼~ be given 

the claimant personally or by certified or-registered mail 

and an affidavit of the service of the notice, which aha¼¼ 

be is prima facie evidence of servicer aha¼¼ must be filed 

in the office of the department. 

(3) The action of the department is final unless an 

action is brought by the claimant against the bank in the 

district court of the county where in which the bank is 

located within 90 days after the service tc-fis-the-amoant 

of-the-e¼ai■-and-its-order-cf-priority-or-either, An appeal 

from the department's allowance,-either-as-to-pr¼ori~y-or 

a110nnt7 may also be taken to--the--distriet--eonrt--of--that 

eenn~y by any party in interest by serving notice on the 

department, stating the grounds of objection and filing it 
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in that court within 30 days after allowance. 

(4) Within 5 days after the notice, the department 

shall file in the court and serve on the appellant a copy of 

the claim and its reasons for allowance. 

(5) The court shall, after 5 days' notice of time and 

place of hearing on the issues raised, hear the proof of the 

parties and enter judgment reversing, affirming, or 

modifying the department's action. 

(6) If the federal deposit insurance 

appointed as the liquidating agent, the 

cor~ratio_n is 

,erovisions of 

subsection~ (l) through (5) do not aP.P!l!_ and noti~e to 

creditors must be given pu~_~uant to federal law." 

Section 42. Section 32-1-534, MCA, is amended to read: 

"32-1-53,. Clai- -- order of payment -- priorities. 

(1) Except as otherwise provided by the Uniform Commercial 

Code, the order of payment of the debts of a bank liquidated 

by the department sha¼¼-be is as follows: 

(a) the expense of liquidation, including compensation 

of agentS, employees, and attorneys; 

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

liquidation by the department and placed on deposit by the 

department: 

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

(d) debts due depositors7 or holders of cashier's 

checks, certified checks, eentract~•¼--liabilitiesT and 
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drafts on correspondent banks, including protest fees7 paid 

by them on valid checks or drafts presented after closlng_of 

the bank, pro rata. All deposit balances of other banks or 

trust companies and all deposits of public funds of every 

kind (except those actually placed on special deposit under 

the statutes providing therefor for deposit), including 

those of the United States, the state of Montana, and every 

county, district, municipality, political subdivision, or 

public corporation 

unsecured or whether 

of this state, whether 

deposited in violation 

secured 

of law 

or 

or 

otherwise, are included within the terms of this subsection 

(l)(d) and take the same priority as debts due any other 

depositor. Accrued interest on savings accounts, 

certificates of deposit, or other interest-bearing 

contracts, up to the time of the closing of the bank, shall 

be is considered as part of the debt due. 

(e) interest on the classes of claims contained in 

subsections (l)(a) through (l)(d) ef--this--secti&n without 

regard to the priority computed from the date of closing of 

the bank at the rate of 7\ a year; 

(f) unllquidated claims for damages and similar claims, 

including claims of stockholders for amounts claimed to have 

been voluntarily advanced to the bank or paid in by way of 

special or voluntary or other assessments. 

(2) The department may, in its discretion, without 
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regard to the priorities fixed in subsections (l)(c) through 

(l)(f) of-ehis-seee¼oft or in preference to the payment of 

any claims of creditors within these subsections, pay off 

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

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

considers necessary for the preservation, maintenance, 

conservation, and protection of those assets and property 

and ¼ikew¼se property on which the bank has liens by 

mortgage or otherwise. ft The department may a¼se7-tn-~es 

diseree½eftT create a fund or retain in--¼ts--hands, in 

preference to the claim of any creditors in subsections 

(l)(c) through (l)(f), money for those purposes. 

(3) Collateral that has been put up or pledged as 

security for the payment of bills payable by a bank or loans 

or discounts that have been outstanding as rediscounts of a 

bank prior to the closing of it is not available to the 

other creditors of the bank in whole or in part until the 

bills payable or rediscounts have been retired, after which 

offsets as provided in this section aha¼¼ must be allowed. 

(4) Deposits of a person, firm, or corporation in a 

bank wh¼eh that is in the possession of the department may 

be offset against any indebtedness (subject to the 

conditions of subsection (3) of--this--seeeion), except 

assessments on stock, due to the bank from that person, 

firm, or corporation. All dividends when declared in favor 
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of a creditor of the bank may be applied, in the discretion 

of the department, in satisfaction of the indebtedness, if 

any, due the bank from the creditor." 

Section 43. Section 32-1-537, MCA, is amended to read: 

"32-1-537. Disposition of unclaiaed funds. (1) The 

department shall certify to the state treasurer a complete 

list of funds remaining with it that are uncalled for7 and 

that which have been left with it in its official capacity7 

in trust for depositors in and creditors of a liquidated 

bank after they have been held by it for 6 months from the 

date of the final liquidation of the institution. Along with 

this certificate, ie the department shall transmit to the 

state treasurer the fundsL with accumulated interest on 

them, wh¼eh that it has so held in trust for 6 months. A 

copy of the certificate aha¼~ must also be filed with the 

state auditor, who shall make a record of it. 

(2) The state treasurer shall deposit the funds &ftd 

interest in the general fund of-eh¼s-seste. 

(3) A depositor or creditor of a liquidated bank who 

has not been paid the amount standing to his the person's 

credit as ~ftns certified to the state treasurer may apply to 

the department for the amount due h¼ffl. The depositor or 

creditor shall make an affidavit and offer proof of his 

identity and of the amount due him-by-the--¼iqnidated--banR. 

When satisfied as to the correctness of the claim and of the 
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identity of the person, the department shall forward it to 

the auditor who shall audit the claim and, if found correct, 

so certify the claim to the department~T-whiehT-if--it-- If 

the department approves the claim, it shall transmit pay_ the 

claim to the ¼e~¼s¼at~re-with-a-statement-eE-its-appro•a¼ 

depositor or creditor. The money deposited in the general 

fund pursuant to this section is statutorily appropriated, 

as provided in 17-7-502, to the department for the purpose 

of paying approved ci~ims.• 

Section 44. Section 32-1-538, MCA, is amended to read: 

"32-1-538. Diapoaition of a■■et■ reaaining after 

payment of clai ... (1) When Ezcept as provided in subsection 

(4), when the department has paid to each depositor and 

creditor of the bank whose claims have been approved and 

allowed as provided in this chapter the amount due on them 

or made satisfactory. adjustment of them and has made 

provisions 

claims and 

for unclaimed and unpaid deposits and disputed 

deposits and has paid ali the ezpenses of 

liquidation, it shall file a report of its administration of 

the trust with the clerk of the district court of the county 

in which the bank is located. If there are remaining assets 

on hand, the department may apply to the judge of that court 

in-open-eonre-er-¼n-e-haabera for an order authorizing it to 

surrender the remaining assets, together with all the 

·stationery, correspondence, books, and records kept by the 
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bank while it was a going concern, to the directors of the 

bank in office at the time of closing it, as trustees for 

stockholder&, or to ehae ~ other person, if any, 

designated as trustee by a majority of the stockholders. The 

report and petition sha¼¼ must be 

notice which that the court may direct. 

set for hearing upon 

Upon hearing and 

approval of the report and account and the surrender of the 

assets as directed, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The court may, if requested, 

require the trustees to give bond in an amount the court may 

fix, conditioned for the faithful performance of their 

duties. The trustee or trustees shall complete the 

liquidation of any remaining assets and may sell and dispose 

of real and personal property as rapidly as possible and 

shall distribute the proceeds among the stockholders as 

their rights may appear or dispose of the proceeds in some 

other manner as the stockholders shei¼ by majority action 

direct. The court may upon request of a majority of the 

stockholders order the department to close up the trust as 

provided in subsection (2) 0£-~his-seetien. 

(2) If the assets of the bank are insufficient for 

making payments in full to the depositors and creditors of 

the bank, then, when the department has liquidated all 

available assets and disbursed them as provided by law, the 
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department shall file a final report of its· liquidation of 

the bank with the clerk of court of the county in which the 

bank is located. upon notice wh¼eh ~ the court may order, 

the report aha¼¼~ be set for hearing before the court 

and, if found correct and all funds accounted for, the court 

shall approve it. The department may at the same time and in 

the report make application to the district court of the 

county in which the bank is located for an order directing 

the closing of the trust, and upon entry of the order 

closing the trust, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The charter of the bank 

aha¼¼ must be forfeited and all the stationery, 

correspondence, books, and records kept by the bank while it 

was a going concern and considered by the department to be 

of no value may be destroyed. However, ne correspondence or 

records may not be destroyed until 10 years after the date 

the bank ceased to be a going concern. 

(3) On application for orders as provided in this 

section, the bank sha¼¼ must be made a party by not.ice 

issued on order of the court or judge and served in a manner 

the court directST and applications authorized by this 

section may be heard at any time in-eo~rt-er-in-ehaebere7-as 

~fte-ec~rt-aay-order7 upon not less than 5 days' posted or 

served notice of the hearing. 
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(4) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsections (1) 

through (3) do not apply." 

Section 45. Section 32-1-551, MCA, is amended to read: 

•32-1-551. Liquidating officer's powers and duties. (1) 

At--any--tiae Except as provided in subsection (3J, after 

taking possession of a bank for the purpose of liquidation, 

the liquidating officer da¼7-qaaiified-ander-ehe-¼ava7 may 

as soon as he the officer ascertains that the assets of aaeft 

the bank will be insufficient to pay its debts and 

liabilities, -1 proceed to collect and enforce the 

stockholders' liability. For that purpose~ he the officer 

may institute a~d maintain in h¼a the officer's own name as 

saeh liquidating officer appropriate suits or actions in any 

state or federal court of competent jurisdiction. He The 

liquidating officer may receive and receipt for moneys money 

received on account of stockholders' liability, and any 

money so paid to the liquidating officer by a stockholder in 

whole or partial satisfaction of his the stockholder"s 

liability aha¼i is not be-deemed considered paid voluntarily 

but ana¼¼-9¼ve gives the stockholder the same protection to 

the extent of the amount paid as if the payments were made 

after suit by ! creditor or the liquidating officer. The 

liquidating officer i-a--aat:hori-sed ~, Dy--aftd with t·he 
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consent of the court having jurisdiction of s~ch the 

liquidation, 

stockholders' 

te compromise, settle, and compound claims for 

liability, and s~eft the settlements and 

compromises when approved by the court shall-be are legal 

and binding upon all parties concerned, including creditors. 

(2) ~ A¼¼ Except as provided in subsection (2)(b), 

all sums collected by a liquidating officer on account of 

stockholders' liability, either received from voluntary 

payments or collected by suits, settlements, or compromises, 

shall must be distributed to the creditors of the bank 

according to their several rights in the· same proportion as 

the amount of a given claim of a creditor bears to the 

amount of the claims of all creditors and without regard to 

the rank or class or character of claims and without 

diminution.:. 

ill 7--e~eept--that--the The liquidating officer may 

deduct from amounts collected the court costs or attorneyLa 

attorney fees (sueh--a~~erneyis the attorney fees to be 

allowed for not more than 101 of the amount collected, 

provided that the 10\ allowed for attorney,.• attorney fees 

aha¼¼~ not apply to collections which that are made 

outside of the state of Montana) and other expenses incurred 

by hi■ the officer in the prosecution of any action for the 

collection ~hereof. 

(3) If the federal deposit insurance corporation is 
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appointed as the liquidating agent, the reporting and 

district court approval reguirements of subsections (l) and 

(2) do not apply.• 

Section 46. Section 32-1-552, MCA, is amended to read: 

"32-1-552. Fucther duties of liquidating officer. (1) 

For the purpose of this section the term "liquidating 

officer" includes every person legally empowered to 

liquidate the business and affairs of a state bank, whether 

the liquidation is by the department or its deputies and 

agents. The term also includes all receivers of state banks 

qualified to liquidate a state bank under any law of this 

state. 

(2) The liquidating officer of a bank aay decide when 

the assets of a failed bank are not sufficient to pay the 

debts, contracts, engagements, and liabilitiesy and he may 

determine the question-of-the time when and the court where 

necessary legal proceedings ahal¼-be ~ conducted, subject 

to the general provisions of law governing venue and place 

19 of trial. 

20 

21 

22 

23 

24 

25 

(3) The provisions of ,~-¼-,,,--and 32-1-551 through 

32-1-553 do not impose any liability on a stockholder of a 

bank whieh that is a member of the federal deposit insurance 

corporation.• 

Section 47. Section 32-1-553, MCA, is amended to read: 

"32-1-553. Departaent to file inventory report 
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required exception. ill ~he Except as provided in 

subsection (21, the department shall, within 90 days after 

taking charge of an insolvent bank, file with the district 

court having jurisdiction a complete inventory of all of the 

property and assets of the insolvent bank, such as 

furniture, fixtures, real estate, mortgages, bonds, and 

notes, secured and unsecured. It The department shall a¼ee 

every 6 months, or more often if required by the court, file 

with the court _a report showing the status of the 

liquidation of the bank, the assets that have been 

liquidated and collected, the amounts and manner of payments 

made to creditors, the manner in which claims have been 

handled, and the assets on hand. The report shaii must 

contain other information the court requires, so that the 

court and the public may be apprised of the condition of the 

bank and the manner in which it is being liquidated with 

respect to the collection and sale of assets belonging to 

the bank and the manner in which claims are being paid. The 

report and account shaii must be set for hearing upon the 

notice the court may require and, if found to be correct, 

shaii be approved by the court. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, subsection (11 does not 

~ .. 
Section 48. Section 32-1-606, MCA, is amended to read: 
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institutions eapowered to 

If a banking institution is 

closed on account of inability to meet the demands of its 

depositors~ er by action of the departmentL or by action of 

its directorsL or, in the event of its insolvency or 

suspension, the department or its agent7-wieft-ehe-permi■aien 

0£--ehe--eettre--hav½ft4--;ttriadieeion7 may borrow from the 

corporation and furnish any of the assets of the institution 

to the corporation as security for a loan from ie the 

corporation. The department ttpen--ehe-erder-e£-a-diseriee 

eenrt-ef-eempeteftt-;nrisdietieft may sell to the corporation 

any part or all of the assets of the institution. The 

provisions of this section do not limit the power of a 

banking institution or the department to pledge or sell 

assets in accordance with any existing law." 

Section 49. Section 32-1-803, MCA, is amended to read: 

"32-1-803. Organization of subsidiary trust coapanies. 

A subsidiary trust company shaii must be incorporated under 

the laws of this state in accordance with and subject to the 

provisions of 32-1-301 through 32-1-303, 3i-i-385--threa9h 

32-1-307 1 32-1-308, 32-1-321 1 32-1-322. and 32-1-3257-aftd 

3i-l-35l-threagh-3i-l-356 or under the laws of the United 

States. To the extent not inconsistent with the provisions 

of this part, any! subsidiary trust company incorporated 

undec the laws of this state shall-be is subject to the laws 
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1 of this state generally applicable to trust companies. A 

2 subsidiary trust company formed under the laws of the United 

3 States aha¼¼-be is subject, to the extent provided by the 

4 laws of the United States, to the laws of this state 

S applicable to subsidiary trust companies incorporated under 

6 the laws of this state." 

7 NEW SECTION. Section so. Repealer. Sections 32-1-217, 

8 32-1-305, 32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 

9 32-1-334, 32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 

10 32-1-353, 32-1-354, 32-1-355, 32-1-356, and 32-1-431, MCA, 

ll are repealed. 

12 NEW SECTION. Section 51. COdification instruction. 

13 [Sections 10, 11, and 13) are intended to be codified as an 

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

15 Title 32, chapter l, apply to (sections 10, 11, and 13]. 

16 NEW SECTION. Section 52. Effective dates. ( l) 

17 [Sections 1, 7, 8, and this section] are effective on 

18 passage and approval. 

19 (2) [Sections 2 through 6 and 9 through 51) are 

20 effective OCtober l, 1993, 

-End-
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32-1-513, 32-1-515, 32-1-511, 32-1-531, 32-1-532, 32-1-534, 

32-1-537, 32-1-53., 32-1-551, 32-1-552, 32-1-553, 32-1-606, 

IUlll 32-1-803, IICAJ RBPBALIBG SIICTIONS 32-1-217, 32-1-305, 

32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 32-1-334, 

32-1-336, 32-1-337, 32-1-331, 32-1-351, 32-1-352, 32-1-353, 

32-1-354, 32-1-355, 32-1-356, AND 32-1-431, 

PROVIDING BrrBCTIVB DATU.• 

STATIIUIIT or INTENT 

IICAJ AIID 

A ■tat-nt of intent ia requirad for thia bill becauae 

the bill givea the depart-nt of c-rce authority to adopt 

■dlliniatrative rule■ to iapl-nt the purpoaea of the 

banking law■• The banking and financial diviaion, in 

conaultation with the atata banking board, ahould adopt 

rule11 that 

o,fficiently 

allow atate-chartered bank■ to opo,rato, 

and in confor■ ity with the atandarda and 

proco,durea 9overnin9 national banks. The depart■ent ahall 

al ■o adopt rulo,a 9overnin9 the co■bination of obligation■ 

for lending li■lt calculation purpoaea. The rulea ahould 

addreaa the purpo■• of the loan. the ultlaat:@ r.fWllllnn n••r "F 

TIIERE ARE I«) CJIAl«;ES IN nns BILL 
AND WILL NOT BE REPRINIED. PLEASE 
REFER TO YELLOW COPY FOR COMPLETE TEXT. 
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SENATE COMMITTEE OP THE WHOLE AMENDMENT 

March 12, 1993 11:17 am 

Mr. Chairman: 
copy -- blue) • 

I move to amend House Bill No. 201 (second reading 

. ~ 
REJECT 

That such amendments read: 

1. Page 39, line 17. 
Following: "business" 

' I fr 

Signed: 6¥.' ~ ~ 
Senator B.F. "Chris" Chr1st1aens 

Insert: ", provided that property held for future use as a bank 
office site is held pursuant to a business plan adopted by 
the directors of the bank" 

2. Page 40, lines 7 and 8. 
Strike: Subsection ill in its entirety 

-END-

wt- Amd. Coord. 

SENATE 

tff3lo f 
r56lll6CW.Sma 
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BOOSE BILL NO. 201 

INTRODUCED BY HIBBARD, CHRISTIAENS, BACBINI, 

REHBEIN, BOHLINGER, NATHE 

BY REQOEST OF THE DEPARTMENT OF COMMERCE 

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

LAWS RELATING TO BANKING; REVISING THE LAWS RELATING TO THE 

STATE BANKING BOARD; REMOVING THE DIRECTOR OF THE DEPARTMENT 

OF COMMERCE AS THE CHAIRIIAN OF THE BOARD; AUTHORIZING THE 

BOARD TO ELECT A PRESIDING OFFICER; REDUCING THE TIME 

BETWEEN BANK INSPECTIONS; AUTHORIZING THE ACCEPTANCE OF 

FEDERAL REPORTS IN LIEU OF EXAMINATIONS; CLARIFYING THE 

PURPOSE OF THE BANKING LAWS; APPLYING GENERAL CORPORATE LAW 

TO THE FORMATION AND REORGANIZATION OF BANKS; EXCLUDING 

REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING; 

REVISING BANK INVESTMENTS; REMOVING THE LIMIT ON SAFE 

DEPOSIT FUNCTIONS; REVISING RESERVE REQUIREMENTS, REVISING 

DISSOLUTION, CLOSING, AND LIQUIDATION PROCEDURES; 

STATUTORILY APPROPRIATING UNCLAIMED FUNDS FOR THE PAYMENT OF 

CLAIMS; AMENDING SECTIONS 2-15-1803, 2-18-103, 17-7-502, 

32-1-101, 32-1-109, 32-1-201, 32-1-202, 32-1-211, 32-1-218, 

32-1-234, 32-1-301, 32-1-302, 32-1-307, 32-1-308, 32-1-322, 

32-1-325, 32-1-339, 32-1-340, 32-1-361, 32-1-374, 32-1-402, 

32-1-412, 32-1-422, 32-1-423, 32-1-424, 32-1-432, 32-1-446, 

32-1-452, 32-1-455, 32-1-465, 32-1-467, 32-1-484, 32-1-507, 
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32-1-513, 32-1-515, 32-1-518, 32-1-531, 32-1-532, 32-1-534, 

32-1-537, 32-1-538, 32-1-551, 32-1-552, 32-1-553, 32-1-606, 

AND 32-1-803, MCA; REPEALING SECTIONS 32-1-217, 32-1-305, 

32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 32-1-334, 

32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 32-1-353, 

32-1-354, 32-1-355, 32-1-356, AND 32-1-431, 

PROVIDING EFFECTIVE DATES.• 

MCA; AND 

STATEMENT OF INTENT 

A statement of intent is required for this bill because 

the bill gives the department of commerce authority to adopt 

administrative 

banking laws. 

consultation 

rules that 

efficiently 

rules to implement the purposes of the 

The banking and financial division, in 

with the state banking board, should adopt 

allow state-chartered banks to operate 

and in conformity with the standards and 

procedures governing national banks. The department shall 

also adopt rules governing the combination of obligations 

for lending limit calculation purposes. The rules should 

address the purpose of the loan, the ultimate common user of 

funds, the source of repayment, the percentage of ownership, 

and other relevant considerationss 

The rules on loan limitations may include limits or 

requirements for particular classes or categories of loans 

or extensions of credit, including a rule governing the 
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combination of obligations for lending limit calculation 

purposes. These rules may address the purpose of the loan, 

the ultimate user of the funds, the source of repayment, the 

percentage of ownership of the entity, and other relevant 

considerations. The department may determine when a loan 

putatively made to a person is attributable to another. 

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

Section 1. Section 2-15-1803, MCA, is amended to read: 

"2-15-1803. State banking board -- composition 

allocation. (1) There is a state banking board. 

(2) The board is composed of seYeft six members7 

ine¼ttdin9-~he-d¼reetor-of-eOB1111.eree,-e~-his-des¼gnee7-who--is 

~he--eha¼raan-of-~he-board. The rema¼n¼ng-s¼w members of the 

board ehal¼ must be appointed with consideration given banks 

of small, medium, and large size and to geographical 

distribution. A~-¼east-one--banker--member--aftd--eft~--pttb¼¼e 

member--sha¼¼--be-appe¼flted-from-eaeh-eongressicna¼-d¼str¼ee 

of-the-seaee. Two of the six members sha¼¼ must be active 

officers in state banks of Montana7L one sha¼¼ must be an 

active officer of a national bank doing business in 

Montana7L and three sha¼¼ must be members of the public, 

none of whom sha¼¼--be is an officer, director, or 

shareholder of any state or national bank. The board shall 

el~t a presiding officer from its members. 
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(3) The members sha¼¼ must be appointed by the governor 

with the consent of the senate for terms of 3 years. 

Vacancies sha¼¼ ~ be filled by appointment for the 

unexpired term. No~ member other--~ftan--the--direetor--0£ 

eofflJlleree may not serve more than two consecutive terms. 

(4) The board is allocated to the department for 

administrative purposes only as provided in 2-15-121." 

2 

Section 2. Section 2-18-103, MCA, is amended to read: 

"2-18-103. Officers and eaployees excepted. Parts land 

do not apply to the following positions in state 

government: 

(1) elected officials; 

(2) county assessors and their chief deputy; 

(3) officers and employees of the legislative branch; 

(4) judges and employees of the judicial branch; 

(5) members of boards and commissions appointed by the 

governor, the legislature, or other elected state officials; 

(6) officers or members of the militia; 

(7) agency heads appointed by the governor; 

(8) academic and professional administrative personnel 

with individual contracts under the authority of the board 

of regents of higher education; 

(9) academic and professional administrative personnel 

and live-in houseparents who have entered into individual 

contracts with the state school for the deaf and blind under 
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the authority of the state board of public education; 

(10) teachers under the authority of the department of 

corrections and human services or family services; 

(11) investment officer, assistant investment officer, 

executive director, and three professional staff positions 

of the board of investments; 

(12) four professional staff positions under the board 

of oil and gas conservation; 

(13) assistant director for security of the Montana 

state lottery; 

(14) executive director and senior investment officer of 

the Montana board of science and technology development; 

(15) executive director and employees of the state 

compensation mutual insurance fund; 

(16) state racing stewards employed by the executive 

secretary of the Montana board of horseracing; and 

(17) executive director of the Montana wheat and barley 

committee; and 

l.!!.l commissioner of banking_ and financial 

institutions." 

Section 3. Section 17-7-502, MCA, is amended to read: 

"17-7-502. Statutory appropriations definition 

requisites for validity. (l) A statutory appropriation is an 

appropriation made by permanent law that authorizes spending 

by a state agency without the need for a biennial 
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legislative appropriation or budget amendment. 

(2) Except as provided in subsection (4), to be 

effective, a statutory appropriation must comply with both 

of the following provisions: 

(a) The law containing the statutory authority must be 

listed in subsection (3). 

(b) The law or portion of the law making a statutory 

appropriation must specifically state that a statutory 

appropriation is made as provided in this section. 

(3) The following laws are the only laws containing 

statutory appropriations: 2-9-2021 2-17-105; 2-18-812; 

10-3-203; 10-3-312; 10-3-314; 10-4-301; 13-37-304; 15-1-111; 

15-23-706; 15-25-123; 15-31-702; 15-36-112; 15-37-117; 

15-65-121; 15-70-101; 16-1-404; 16-1-410; 16-1-411; 

17-3-212; 17-5-404; 17-5-424; 17-5-704; 17-5-804; 17-6-409; 

17-7-304; 19-5-404: 19-6-709; 19-8-504; 19-9-702; 19-9-1007; 

19-10-205; 19-10-305; 19-10-506; 19-11-512; 19-11-513; 

19-11-606; 19-12-301; 19-13-604; 19-15-101; 20-4-109; 

20-6-406; 20-8-111; 20-9-361; 20-26-1503; 22-3-811; 

23-5-136; 23-5-306; 23-5-409; 23-5-610; 23-5-612; 23-5-631; 

23-7-301: 23-7-402: 27-12-206; 32-1-537; 37-43-204; 

37-51-501; 39-71-2504: 44-12-206: 44-13-102; 53-6-150; 

53-24-206; 61-5-121; 67-3-205; 75-1-1101; 75-5-507; 

75-5-1108; 75-11-313; 76-12-123; 77-1-808; 80-2-103; 

80-11-310; 82-11-136; 82-11-161; 85-1-220; 90-3-301; 
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90-4-215: 90-6-331, 90-7-220: and 90-9-306. 

(4) There is a statutory appropriation to pay the 

principal, interest, premiums, and costs of issuing, paying, 

and securing all bonds, notes, or other obligations, as due, 

that have been authorized and issued pursuant to the laws of 

Montana. Agencies that have entered into agreements 

authorized by the laws of Montana to pay the state 

ttedsurec, fut depo~lt in accordance with 17-2-101 through 

17-2-107, as determined by the state treasurer, an amount 

sufficient to pay the principal and interest as due on the 

bonds or notes have statutory appropriation authority for 

the payments. (In subsection (3): pursuant to sec. 7, Ch. 

567, L. 1991, the inclusion of 19-6-709 terminates upon 

death of last recipient eligible for supplemental benefit: 

and pursuant to sec. 18, Ch. 748, L. 1991, the inclusion of 

22-3-811 terminates June 30, 1993.)" 

Section 4 . . section 32-1-101, MCA, is amended to read: 

•32-1-101. Short title -- application -- purpose. 1.!J. 

Parts l ~o through 57-¼neitts¼¥e7 of this chapter shall be 

known as the •aank Act•. 

ill and-shaii-be The bank act is applicable to~ 

1.!.l all corporations and persons specified in 32-l-102L 

and-te-stteh-other 

1E.l corporations aa-shai¼ that subject themselves to 

apeeia¼-pro•isions-aftG-aeetiona-thereof the bank act; and te 
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sneh-ether 

1£1 persons, partnerships, or corporations who sha¼¼ by 

violating any-eE-its-pre•isions the bank act become subject 

to the penalties provided therein in the bank act. 

(3) (a) The purpose of the bank act is to provide 

Montana with a sound system of state-chartered banks by 

providing for and encouraging the development of 

state-chartered banks while restricting their activities to 

the extent necessary to protect the interests of depositors. 

The purpose includes: 

(i) the sound conduct of the business of banks: 

(ii) the conservation of bank assets; 

(iii) the maintenance of adequate reserves against 

deposits; 

(iv) the opportunity for banks to compete with other 

businesses, including but not limited to other financial 

organizations existing under the laws of this state, other 

states, the United States, and foreign countries; 

(VI the opportunity for banks to serve the citizens of 

this state; 

(vii the opportunity for banks to participate in and 

promote the economic progress of Montana ~nd the United 

Stat~ 

(vii) the opportunity for the management of banks to 

exercise business judgment in conducting the affairs of 
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their institutions; and 

(viii) modernization and simplification of the law 

governing banking by providing that banks have all the 

rights and powers granted corporations, except as otherwise 

provided in this chapter. 

ill The ~~nk _act does not _restrict _the ~ctivities of 

banks for the purpose of protecting any person from 

competition from banks and does not confer any right or 

cause of action upon any competitor. 

(c) The purpose cgntal_ned in _ _!hiL subsection ill 
constitutes the standards to be observed by the commissioner 

of banking and financial institutions in the exercise of 

authority under the bank act and provides guidelines in the 

construction an~lication of the bank a~t.• 

Section 5. section 32-1-109, MCA, is amended to read: 

•32-1-109. Definitions. Bn¼ess As used in this chapter, 

unless the context requires otherwise, the following 

definitions apply: 

(1) "Bank holding company" means a bank holding company 

registered under the federal Bank Holding Company Act of 

1956, as amended. 

t¼till "Board" means the state banking board provided 

for in 2-15-1803. 

tit.ill "Branch bank" means a banking house, other than 

the main banking house, maintained and operated by a bank 
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doing business in the state but does not include a detached 

facility, as provided for in 32-1-372, or a satellite 

terminal, as defined in 32-6-103. 

t~till "Capital", "capital stock", and "paid-in 

capital 11 mean that fund for which certificates of stock 

issued to stockholders. 

are 

t•t.ill "City• means a city, town, or municipality, 

incorporated or unincorporated, that is an aggregation of 

inhabitants and structures sufficient to constitute a 

distinct place. 

t5t.l!l "City limits" means, in the case of: 

(a) an incorporated city, the corporate limits as 

provided for in 7-2-4101; or 

{b) an unincorporated place, the boundaries that under 

the circumstances define the city as a distinct place. 

t6t11.l wcommon ownership" means the ownership, directly 

or indirectly, of 80\ or more of the voting stock of each of 

two or more banks by an individual, group of individuals, 

entity, or corporation. 

t~till •co-unity advisory board" means a group of 

citizens to advise the management of a branch bank, a 

majority of whom must be residents of the county in which 

the branch bank is located. 

t9t12.l "Consolidate" and "merge" mean the same thing 

and may be used interchangeably in this chapter. 
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t9tllli "Dellland deposits• means all deposits, the 

payment of which can legally be required when de111anded. 

t¼9tlill "Department" means the department of commerce 

provided for in Title 2, chapter 15, part 18. 

(12) "Division" means the division of banking and 

financial institutions of the department. 

t¼¼ti!.ll. •Main banking house" means the principal place 

of business of a bank in the state. 

tl~til!l "Net earnings" means the excess of the gross 

earnings of a bank over expenses and losses chargeable 

against those earnings during any one yearw 

(15) "Principal shareholder" means a person who directly 

or indirectly owns or controls, individually or through 

others, more than 101 of any class of voting stock. 

t¼~t.i.!fil. "Profit and loss account" or "profit and lass" 

means that account carried on the books of the bank into 

which all earnings accounts and recoveries are closed, thus 

exhibiting •gross earnings", and against which all loss and 

other disbursement items are charged, revealing •net 

earriings•, which are then properly closed to •undivided 

profits accounts• or "undivided profits•, out of which 

dividends are paid and reserves set aside. 

t¼tti!ll "Surplus• means a fund paid in or created under 

this chapter by a bank from its net earnings or undivided 

profits which, when set apart and designated as such, is not 
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available for the payment of dividends and cannot be used 

for the payment of expenses or losses so long as such bank 

has undivided profits~ 

t¼Sti!..!!l. "Time deposits• means all deposits, the payment 

of which cannot legally be required within 7 days. 

t±6t.lill. •undivided profits• means the credit balance of 

the profit and loss account of a bank." 

Section 6. Section 32-1-211, MCA, is amended to read: 

"32-1-211. E:11:aaination and supervision by department 

division of bankin.9 and financial institutions 

co11B11issioner. (1) The department shall exercise constant 

supervision over the books and affairs of all banks and 

trust companies doing business in this state. 

(2) it Except as provided in subsection (9), the 

department shall: 

{a) examine, at least once every 38 ~ months, each ef 

~hese--banks bank or trust company and verify the assets and 

liabilities of each and 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 

(bl submit in writing to the examined bank or trust 

company a report of the examination's findings no later than 

ti& 60 days after the completion of the examination. 

(3) it The department shall Enrther investigate the 
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methods of operation and conduct of business of the banks 

and trust companies and their systems of accounting to 

ascertain whether the methods and systems are in accordance 

with law and sound banking principles. 

(4) It The department may examine under oath any of the 

officers, directors, agents, clerks, customers, or 

depositors of a bank or trust company regarding the affairs 

and business of the bank or trust company~ 

(5) it The department may, in the performance of its 

official duties, issue subpoenas and administer oaths. In 

case of a refusal to obey a subpoena issued by ½t the 

department, the refusal may at--once be reported to the 

district court of the district in which the bank or trust 

company is located~7--aftd--the The court shall enforce 

obedience to the subpoena in the manner provided by law for 

enforcing obedience to the process of the court. 

(61 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 or trust companies doing business under this chapter 

and all persons having dealings with or knowledge of the 

affairs or methods of a bank or trust company shall at all 

times afford reasonable facilities for the examinations and 

make returns and reports to the department as it may 
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require. They shall also attend hearings and answer under 

oath the department's inquiries, produce and exhibit any 

books, accounts, documents, and property i~ the department 

desires to inspect, and in all things aid i~ the department 

in the performance of its duty. 

(8) There is within the department a division of 

banking and financial institutions. The head of the division 

is the commissioner Ql__}?a~~ing and financial institutions, 

who shall exercise SUE!,rYision and control over the 

activities and employees of the division. The position of 

commissioner is an exempt position as provided in 2-18-103. 

The commissioner must be hired by and serve at the pleasure 

of the director of the department. The director may consult 

with the board in hiring or terminating the commissioner. 

(9) The commissioner may accept as the examination 

required by this section the findings or results of an 

examination of a bank or trust company that was made by a 

regulatory or insuring a~ of the United States 

authorized to make the examination.• 

Section 7. Section 32-1-201, MCA, is amended to read: 

•32-1-201. State banking board -- secretary -- aeetings 

per diea. (l) The state banking board, created in 

2-15-1803, shall elect a secretary from its members to serve 

at the pleasure of the board. 

(2) In performing its functions, the board shall have 
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use of the offices, equipment, and personnel of the 

department as it requires. 

(3) The board shall hold meetings at the office of the 

department at dates and times set by the department. Special 

meetings may be called by the ehairlftaft presiding officer at 

any time upon 3 days' notice to the members. 

(4) A quorum for all meetings shall-be is a majority of 

the board members, and a majority of the quorum present at 

any meeting may take action. 

(5) 9he-eha¼raan-aha¼¼-fta•e-a-woice-bne-no-•ete-¼n--a¼¼ 

meet¼l'H)s-exeept-~e-break-a-t¼e~ 

t6t--Any ! board member except--the--chairlftan may be 

removed by the governor without cause in any case. 

t~till The board members shall receive compensation and 

travel expenses in the same manner and amount as provided 

for in 37-1-133 for boards allocated to the department of· 

c011UDerce. The costs and expenses of the board shall--be ~ 

legitimate charges of the department." 

Section 8. Section 32-1-202, MCA, is amended to read: 

•32-1-202. Powers 

banking board shall: 

and duties of board. The state 

(l) make final determinations upon applications for 

certificates of authorization for new banks, branch banks, 

mergers, consolidations, and relocations of banks; 

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

-15- HB 201 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HB 0201/03 

duties and powers given by statute or otherwise to the 

d¼reetor-of-t~e department of-eo-erce as the duties and 

powers relate to banking.w 

Section 9. Section 32-1-218, MCA, is amended to read: 

•32-1-218. Departaent to aake rules. (1) The department 

may promulgate reasonable 

bookkeeping and accounting by 

rules and orders concerning 

state banks, including the 

keeping of reasonable credit information, information in 

connection with assets, or information in connection with 

charged-off items. 

(2) The department may adopt uniform rules to govern 

the examination and reports of banks and trust companies and 

prescribe the form in which banks and trust companies shall 

report their assets, liabilities, and reserves. 

J.ll.. The de.P!_rtment may adopt rules, issue orders and 

declaratorl'._ statem@!lt:s!. disseminate informatio!lL and 

exercise its discretion to effectuate the purposes, 

policies, and provisions of this chapter.• 

NEW SECTION. Section 10. Reliance on order -- liait on 

liability. A person acting in good faith reliance upon a 

rule, order, or declaratory statement issued by the division 

is not subject to any criminal, civil, or administrative 

liability for the action if a subsequent decision by a court 

of competent jurisdiction 

declaratory statement. In 

invalidates the rule, order, or 

the case of an order or 
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declaratory statement that is not of general application, 

only the person to whom the order or declaratory statement 

was issued is entitled to rely upon it, unless a third 

person is dealing with material facts or circumstances that 

are substantially the same as those upon which the order or 

declaratory statement was based. 

NEW SECTION. Section 11. 8l<aaination of holding 

coapanies and affiliated entities. The division shall 

request assistance from and cooperate with the federal 

reserve system in the examination of bank holding companies 

under the Bank Holding Co-ny Act of 1956 in order to 

resolve issues relating to the s~fety and soundness of banks 

under the jurisdiction of the division. 

Section 12. Section 32-1-234, MCA, is amended to read: 

"32-1-234. Confidentiality penalties. ( 1) .l..!.l. The 

report and any information contained in the reports and 

statements provided for, other than those reports which are 

required to be published, •ha¼¼ must be considered secret 

and for the confidential information of the department only. 

The information may not be imparted to persons who are not 

officially associated with the department, and the 

information contained in them--sha¼¼ the re.22rts and 

statements may be used by the department only in the 

furtherance of its official duties. 

ill The department may exchange information with 
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federal banking-departments financial institution regulatory 

agencies and with the financial regulatory departments of 

other states~ aftd The department may furnish information to 

the legislative auditor er-preseettting-e£fieiais-whe-request 

it for use in pursuit of official duties. A prosecuting 

official may obtain the information by court order. 

(2) Any knowledge or information gained or discovered 

by the department in pursuance of its powers or duties is 

confidential information of the department. The information 

may not, except as provided in this subsection 1.!.l1!!1., be 

imparted to any person not officially associated with the 

department. The information sha¼¼ ~ be used by the 

department only in the furtherance of its official duties7 

exeept-that-the-depa:rtment-mey-exehange-information-with-the 

£ederal-banking-department-and-departments-e£--other--states 

and--mey--fttrnish--in£ermation--to-prosecuting-effieia¼s-whe 

require-it-£or-use-in-pttrsttit-ef-e£fie¼a¼-d~ties. 

(3) An employee or agent of the department who violates 

this section or willfully makes a false official report as 

to the condition of a bank sha¼¼ ~ be removed from office 

and is also guilty of a felony. Upon convictionL he the 

person shall be fined an amount not exceeding $1,000L er 

imprisoned in ~he~ state peni~entiary correctional facility 

for a term not exceeding 5 yearsL or both fined-and 

imprisoned." 
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NEW S~ION. Section 13. Applicability of corporation 

law. ( l) Except as provided in subsection (21, the 

provisions of Title 35, chapter 1, apply to banks unless a 

section in this title or a rule or order issued under this 

chapter is inconsistent with Title 35, chapter 1. 

(21 The provisions of 35-1-114, 35-1-115(4) through 

( 10), 35-1-308(1), 35-1-623(2), 35-1-936, 35-1-1106, 

35-1-1107, 35-1-1207, and Title 35, chapter 1, part 10, do 

not apply to banks. 

Section 14. 

"32-1-301. 

Section 32-1-301, MCA, is amended to read: 

Organization and incorporation articles 

of agreement incorporation. (1) Any-three-er-more-persons~ 

person desiring to aasociate--theJUe¼vee--t&gether--~or--the 

parpose-of-beeoaing organize a banking corporation to-engage 

¼n--any--one--er--more-or-a¼¼-of-the-b~s¼nesaes-ment¼oned-¼n 

th¼s-ehapte~ shall sign--and--acknow¼edge7--in--the--manner 

pro•ided--for--the--aeknowied9■ent--of-deeds-of-real-estate7 

art¼e¼es-e!-agreement-whieh-aha¼¼ make and file articles of 

incorporation with the department and, upon approval by the 

departnent, may file the articles with the secretary of 

state as prov!ded in Ti~!e 35, chapter 1. The articles of 

incor.22rlltion must set forth: 

fa) the eorporate-name--of--the--propoeed--eorporatienT 

whieh--may--not-be-the-name-af-any-other-eorporation-granted 

and-then-doing-baeinese-of-a-ei■iiar-eharaeter-in-this-state 
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or-any-i■itation-of-a-na■e7-pro•ided-that-it--is--iawfai--to 

ase-the-na■e-ased-by-any-eorporation-preTioasiy-ineorporated 

and--doi~--btta¼ness--in--ehe-etaee-of-Mcneana-bat-whieh-has 

been-disineorporated7-liqaidated7-dissol•ed7-and-ie-entireiy 

eat-of-basineaaT-A-banking-eorperat¼on-JBe:y-not-adept-or--uae 

~he-na■e-ef-any-ether-banking-eerperat¼on-er-assoeiatien7-er 

o~---any---friend¼y--aes&eiatien~ information regui~ed by 

~5~1-216(1); 

(b) the name of the city or town and county in which 

the principal office of the corporation ls to be located; 

(c) the-U10nnt-of-the-eapita¼-stoe~-of-the-eorporationT 

the-nlmber-of-eharee-into-whieh-it-ie-to-be-di•ided7-and-the 

per--•a¼ae--of--shares;-the-aaeant-of-capita¼-ateek-aetaa¼¼y 

sabseribed-in-9ood-faith-at-the-ti■e-of-the-si9nin9--of--the 

artie¼es--ef--agreement;-and-the-aaeant-of-the-eapita¼-ateek 

aetaaiiy-paid-np-in-iawfa¼-■oney-of-the-enited-Statea-and-in 

the-enstody-or-eo■e-banking-institation--designated--as--the 

depoaitery--of--the--meney-anti¼-the-prepesed-eorporatien-ie 

fa¼¼y-erganized-and-aather¼zed-to-engage-¼n-basineas; 

tdt the names and places of residence of the se,rera¼ 

initial shareholders and the number of shares subscribed by 

each; 

tet.1.!!l. the number of the board of directors and the 

names of those agreed upon for the first year.-~he-artie¼es 

■ay-pro•ide-that-the-na■ber-of--direetors--e¼eeted--at--eaeh 

-20- 8B 201 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0201/03 

annna¼--aeettng-sha¼¼-eonst¼tnte-the-board-for-the-year7-a¼¼ 

•aeane¼es-to-be-£i¼¼ed-by-the-b&ard-takin9-tfte--action7--and 

a¼so--aay--prov¼de--that--a--majortty--of--the-fn¼¼-board-or 

tr~stees-may-¼ncrease-the-n~mber-or--the--direetors--0£--the 

bank7--not--e•eeedin,--tver--and-appeint-pereens-to-ri¼¼-the 

res~¼ting-yaeaneies-between-meetings-0£--the--stockho¼dersTL 

and 

trtill the purpose for which the aaaoetatton-or-eoapany 

banking corparation is formed, which may be set forth by the 

use of the general terms defined in this chapter, with 

reference to each line of business in which the proposed 

corporation desires to engage. 

(2) In addition to provisions required there¼n in 

subsection (1), the articles of incorporation may also 

contain provisions nct-ineonsistent-vith-lav--regarding--the 

e¼¼m¼nation--er--¼¼m¼tat¼on--of--Che-persena¼-¼¼abi¼ity-0£-a 

direeeor-eo-a-eorporaeion-ar-its-shareho¼ders--£0r--monetary 

damages-ror-breaeh-or-ridneiary-dnty-as-a-d¼reetor7-e•eept~ 

tat--ror--breaeh--of--a--d¼reetor~s-doty-of-¼oya¼ty-to-a 

eorpora~ion-or-¼ts-eharefto¼de~st 

tbt--for--aeta--or---iss¼ons--that--eonst¼tote--wt¼¼fo¼ 

miseonduct7-reek¼essness7-or-a-knov¼ftg-v¼o¼at¼on-ot-¼aw;-or 

tet--fer-a-traneactian-frem-whieh-a-direetor-der¼ves--an 

improper-personat-benerit set forth in 35-1-216(2). 

(3) A banking corporation may not adopt or use the name 
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of any other banking corporation or association, and the 

corparation name must comply with 35-1-308(2) through (4). 

(4) A banking corporation may not be organized or 

incorporated until the articles of incorporation have been 

submitted to and have been approved by the department and 

until it has obtained a cert!ficate from the board 

authorizing the proposed corporation to trans_act the 

business specified in the articles of incorporation within 

this state. 

(5) A banking corporation may not amend or restate its 

articles of incorporation until its articles of amendment or 

articles of restatement have been submitted to and have been 

approved by the department and until it has obtained 

a.PP_roval from the department authorizing the proposed 

amendment or restatement. 

(6) For banks organized before (the effective date of 

this section]. articles of agreement ar~ consi9ere~ articles 

of incor~ration.• 

Section 15. Section 32-1-302, MCA, is amended to read: 

0 32-1-302. Incorporation. (1) The proposed articles of 

e9Teement-sha¼¼ incorporation must be presented to the 

department, together with an application in writing in the 

form prescribed by the department, for a certificate 

authorizing the proposed corporation to transact w¼~hin-th~s 

etaee the business specified in the articles of a9reemen~ 
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incorporation within this state. 

(2) Upon the presentation of the proposed articles of 

agree■en~ incorporation, together with the application, the 

department shall ascertain whether the requisite capital of 

the bank, as required in 32-1-307, has been subscribed and 

been paid up in cash. It The department shall also determine 

whether the corporation is being formed for any other 

purpose than the legitia.ate business contemplated by this 

chapter. It The department shall determine whether the 

corporate name assumed by the bank, by reason of the use of 

any one or mor_e of the words "commercial•, "trust", 

•savings•, or •investment" in conjunction with any other 

word or words, resembles so closely the name of any other 

bank previously formed under this chapter as to be likely to 

cause confusion. 

(3) The expenses of the department and the board 

incurred in the examinations and hearings provided for in 

this chapter for the formation of new banks must be paid by 

the proposed bank through advance payment of a reasonable 

nonrefundable application fee which must be determined by 

the board by rule. 

(4) All information gathered by the department under 

this section sha¼¼ must be tranamitted to the board for its 

use in conducting hearings on applications for certificates 

of authorization.• 
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Section 16. Section 32-1-307, MCA, is amended to read: 

"32-1-307. Aaount of capital. t¼t The division, in 

consultation with the· board, shall determine the appropriate 

~ aaonnt--ol--the--co11UDen--and--pre£erred--stoek--0£--a 

ee-ereiai--bank--sha¼¼--net--be--¼esa--than-$i578887-and-in 

additien-therete-there-sha¼¼-be-ereated--a--sarp¼as--ef--not 

ieas--than--¼81--of--the-ameant-ef-the-eapita¼-stoek-of-said 

bank7-whieh-said-sarp¼as-and-eapita¼-steek-aha¼¼-be-paid--ttp 

in--eash--and--depesited-with-seae-bank-er-banks-at-the-time 

the--app¼ieatien--is--made--te---the---department---fer of 

capitalization of the proposed corporation prior to the 

issuance of the certificate of authorization here¼nabewe 

mentioned, 

tit--A-eemaereia¼-bank-ha¥ing-its-p¼aee-of-basiness-¼n-a 

eit7--er--town--of--more--than--i7888--and--¼ess--than-47888 

inhabitanta7-as-dise¼esed-b7--the--¼est--atttherized--eensttB7 

sha¼¼--haye--a--eapite¼-stoek-ef-net-¼ess-than-$387888-and-a 

sarp¼as--ef--¼81--ef--the--eapitai--steek--es---hereinbefere 

pre¥idedy--A-eeaaereia¼-bank-ha¥ing-its-p¼eee-ef-bttsiness-in 

a-e¼ey-or-town-ef-aere-than-47989-inhabitants7 -aa--dise¼esed 

by-the-¼ast-eathorized-eenstts7-sha¼¼-ha•e-e-eep¼ta¼-steek-ef 

net--iess--then--$587888-and-e-sttrp¼aa-ef-¼81-ef-the-eapita¼ 

atoek-aa-here¼nbe£ore-providedT 

t3t--~he-...,ant-ef-the-eap¼te¼-steek-ef-a-sa¥ings--bank7 

erast--eoapanyy--or--inweatment--eompany--eha½¼-be-l¼xed-and 
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¼¼m¼ted-by-the-art¼e¼es-of-agreeaene-and-shall-be--noe--¼eaa 

ehan--$l887888--or-more-ehan-$¼8-m¼i¼¼on7-of-wh¼eh-amount-ae 

ieaae-$¼88,888-muse-be-snbser¼bed-and-fn¼iy-pa¼d-np-¼n--eash 

and--en--depesit--w¼th-some-bank-er-banks-¼n-this-state-when 

the--app¼¼eatien--is--11\ade--te--the---department---fer---the 

eerti£ieate--o£--atttfter¼zatien--hereinabe¥e--mentioneda--~he 

rema¼nder--of-ehe-anehor¼sed-eap¼eai-seoek-may-be-subaer¼bed 

and-paid-in-at-sueh-tiaes-and-ttnder-sueh-regtt¼atiens-as--the 

board--ef--direeters--ef-stteh-corperatien-may-determineT-~he 

aharea-of-ehe-eommon-eap¼ea¼-aeoek-of-all-banks-ahaii-ha•e-a 

par-va¼ue-ef-$¼88-or-stteh-¼eee-aaennt-as-may-be-prev¼ded--in 

ehe--are¼eles--of--¼neorporae¼on7-pre•¼ded-ehae-eh¼a-ehapter 

ahall-not-re.;uire-any-bank-in-e•iatence-and--doin9--buainess 

te-inereaae-ite-capita¼-steeka" 

Section 17. Section 32-1-308, MCA, is amended to read: 

"32-1-308. Bylaws. t¼t-The-persena-s¼gn¼ng-the-are¼eiea 

ef--agreemene--sha¼¼-ae-their-f¼rst-meet¼ng-adopt-by¼aws-rer 

the-go•erftlllent-ef-ehe-eorporation7-wh¼eh-b7lawa-may--pro¥¼de 

£or~ 

tat--ehe---t¼■e7---piaee7--snd--aanner--of--eali¼ng--and 

condaet¼ng-the-meetin9s-0£-ehe-eorperatien7 

tbt--the-nuaber-of-seoekho¼ders-eonat¼ene¼ng-s-querumT 

tet--the-mode-of-•oe¼ng-b7-pro•7T 

tdt--the-e¼me-of-ehe-annnai-e¼eeeion--of--d¼reeeora--and 

the-mede-and-ftlanner-0£-giTing-notiee-thereoET 

-25- HB 201 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

IIB 0201/03 

tet--ehe-due¼ea-ef-off¼eeraT 

tft--the--manner-of-eleee¼on-and-the-eenure-of-off¼ee-ef 

a¼i-off¼eers-oeher-ehsn-the-direeeoraT 

tgt--suitab¼e-pena¼ties-ror--•io¼ation--of--by¼aws7--net 

exeeeding-in-any-ease-$¼&&-ror-any-one-or£enseT 

tit The bylaws adopted must be certified by a majority 

of the directors and the secretary of the corporation and 

recorded in the book of bylaws7-wh¼eh. The book aha¼¼ must 

be open to ehe public inspection of-ehe--pnb¼¼e during the 

office hours 0£--eaeh--day--exeept-he¼idays. A copy of the 

bylaws shail must also be transmitted to the department. ~he 

by¼aws-may-be-repeaied-or-amended-or-new-by¼awa--be--adopted 

at--the--annua¼--meetings--er--at--any--ether-meeting-0£-the 

seoekhoidera-ea¼led-for-that-pnrpoae-b7-ehe-direeeors,-b7--a 

Tote-representing-twe-eh¼rds-ef-the-subseri&ed-stee~7-er-the 

power--to--repea¼--and-amend-the-by¼aws-and-adept-new-by¼aws 

1Uy7-by-a-simi¼ar-¥ete-at-the-Eirst-meeting--or--any--annaa¼ 

meee¼ng7-be-dele~seed-to-ehe-board-of-d¼reetoraT" 

Section 18. Section 32-1-322, MCA, is amended to read: 

"32-1-322. Board of directors qualifications, 

tenure, and vacancies. (1) The affairs of the bank shall 

~ be managed by a board of directors7 consisting of not 

less than three ¼n-n~a&er7-0£--whem--at persons. At 1east 

two-thirds of the board must be residents of Montana. 

Directors need not be shareholders of the corporation unless 
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required by the articles of incorporation or bylaws ao 

require. A person who has been convicted of a crime against 

the banking laws of the United States or of any state may 

not be elected a director. 

(2) The directors sheii must be elected for a term of l 

year at the annual meeting of the stockholders7-wh¼eh-shaii~ 

The annual meeting must be held on-any-bttsiness-day before 

April 15 of each calendar year. If the election is not held 

on the day fixed for the annual meeting, the corporation may 

is not efte~eby-be dissolved, but an election may be held at 

any other time agreeable to the bylaws of the corporation, 

and the persons ae elected shall hold their office until ~he 

aeeend--~aeaday--of--~he--£oiiowin9--aanuary-or-an~ii-o~ftere 

successors are elected and qualified. Every director shall 

take and subscribe an oath that he the director will 

diligently and honestly perform his the director's duty in 

the office and that he the director will not knowingly 

violate or permit a violation of any of the provisions of 

this chapter. The oaths aha¼¼~ be made in duplicateTL 

one copy ef--whieh--sha¼¼ ~ be transmitted to ~he 

department and filed in-its-off¼ee with the department, and 

one copy aha¼¼~ be kept on file in the office of the 

ba~. 

tat--~n--ease--of-dea~h-cr-reai,nation-of-ene-or-mere-of 

the-d¼ree~ors7-the-vaeaney-sha¼¼-be-f¼i¼ed-by-the-board--end 
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the--diree~ers-so-appo¼nted-sha¼¼-ho¼d-effiee-anti¼-the-nex~ 

annaa!-e¼ee~¼onT• 

Section 19. Section 32-1-325, MCA, is amended to read: 

"32-1-325. Selection of officers and employees 

minutes of -etings. (1) The board of directors of a bank 

must hold a meeting at least quarterlya 

( 2) The board of directors may elect a pr,:i,a.lrl~n~, one 

or more vice-presidents, a cashier and one or more assistant 

cashiers, and other officers and employees wh¼eh that they 

may from time to time consider to be to the best interest of 

the bank and fix their compensation. The president aha¼¼ 

must be chosen from the board of directors. 

(3) The board of directors sha¼¼--aiao--e¼eet--a 

seere~ary7-wha shall keep a correct report of the meetings 

of the board and of the stockholders in a book kept for that 

purposeT-wh¼eh~ minutes aha¼i-parC¼eu¼ar¼y must disclose 

the dates of the meetings and the names of the directors or 

stockholders present. This record of the meetings of the 

board of directors sha¼i must be subscribed to by the 

presiding officer and secretary the person responsible for 

preparing the minutes. The minutes she¼¼ must be read and 

approved at the following meeting of the board of directors, 

and the minutes of the following meeting sha¼¼ must show 

that fact. The minute book sha¼¼ !!ill be kept in the~ 

office of the bank at all times and aha¼¼ must be presented 

-28- HB 201 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

HB 0201/03 

to the department at the time of its examination of the 

books. The department shall include in its report of 

examination of the bank a statement of the dates on which 

the meetings were held since the last examination of the 

bank by-it and the names of the directors in attendance at 

each of those meetings. A person who makes a fa1se entry in 

the book or who changes or alters an entry made in it is 

guilty of a misdemeanor.• 

Section 20. Section 32-1-339, MCA, is amended to read: 

"32-1-339. Rigbt of ezaaination by stockholder. Ne~ 

stockholder of any e bank incorporated under the laws of 

this state who is not a director sha¼¼-ha•e-the-r¼9ht-to ~ 

not inspect the books and records of saeh the bank showing 

its transactions with any-e!-¼ts-east&■ere7 a customer~ bat 

any--saeh ~ stockholder sha¼¼-have-the-right-te ~ inspect 

darin9-baa¼ness-he~rs-the-genera¼-atatement-Deek-ehowtn9-the 

genera¼-asset■-and-¼tabt¼it¼es t~e ~ooks ~d records of ■aeh 

the bank as provided in Title 35, chapter 1, part 11." 

Section 21. Section 32-1-340, MCA, is amended to read: 

"32-1-340. conversion of surplus and undivided profits 

21 to capital stock. (1) A bank having a surplus and undivided 

22 

23 

24 

25 

profits equal to or in excess of 501 of its capital stock 

may increase its capital stock by the issuance of new stock 

for a part of that surplus and undivided profits. 

(2) The increase may be made by the ~ vote ef 
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twe-thirds of the stock in-persen-or-by-prexy, either at a 

regular annual stockholders• meeting or at a meeting called 

for that purpose in accordance with the bylaws of the 

corporation. 

(3) All increases of capital stock made under this 

section must be accomplished in a manner conforming to the 

requirements of this chapter pertaining to surplus of banks 

when first incorporated. 

(4) New-eapita¼-steek-when-issaed-by-a-bank-against-its 

sarp¼as--and--andi•ided--prefits--may--be-isaaed-withoat-the 

payment-of-eash-fer-it7-bat-it-sha¼¼--be--eharged--apen--the 

beeks--o£-the-bank-and-in-the-statements-e£-the-bank-against 

sarp¼tts-and-ttndivided-profita-ao-that-the-eembined--eapita¼T 

sarp¼as7--and-~andivided--pro£its--are--not--redaeed--by-the 

¼s■uanee-0£-tfte-new-stoekT 

tSt When a bank has voted to issue any stock as 

contemplated in this section, it shall certify that action 

to the department, which shall within 30 days apProve or 

reject the plan. tts Departmental action sha¼¼-be is final, 

and written notice of it-aha¼¼ the action must be given to 

21 the bank. 

22 

23 

24 

25 

t6t--t£--the--department-appro•es-o£-the-issaanee-e£-the 

new-ateek-and-ae-notifies-the-bank7-the-bsnk-sha¼¼-then-fi¼e 

a-eertiEieate-oE-issaanee-witft-~fte-eottnty-e¼er~-and-reeorder 

0£-the-eoanty-in-whieh-the-bank--is--¼oeated--and--with--the 
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aeeretary--of--atateT--Sp,:,n-the-fi¼ing-wieh-the-sseretary-ef 

sea~e7-the-tnerease-aee=oaea-effeet¼veT• 

Section 22. Section 32-1-361, MCA, is amended to read: 

•32-1-361. Change froa atate to national bank. ill Any 

~ bank may become a corporation for the purpose of carrying 

on the business of banking in this state, under the act of 

congress "to provide a national currency secured by a pledge 

of United States bonds and to provide for the circulation 

and redemption thereof", approved June 3, 1864, and under 

Title 52 of the Revised Statutes of the United States, when~ 

1.!l stockholders owning two-thirds of the stock of the 

bank have--ve~ed. vote to become s~eh a national bank 

corporation or have--e•eente~ execute a written consent 

authorizing its directors to lllilke the certificate required 

therefor by the laws of the United StatesL or 

ill when a majority of the directors of the bank, 

ha•ing--been authorized in their discretion to make the 

change, sha¼¼T by a vote of the majorityT decide to become 

aneh a national bank corporation. 

ill The cashier of the bank shall~ 

1.!l publish notice ehereof--for-38-day■ of the change 

once a week for 4 consecutive weeks in the newspaper which 

that the directors selectL and 

ill send a like printed notice by mail or otherwise to 

all nonvoting or dissenting atockholdersL and 
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1£1 notify the department that the bank has decided to 

become a corporation under the laws of the United States," 

Section 23. Section 32-1-374, MCA, is amended to read: 

0 32-1-374. Reorganization of national bank as state 

bank. ill Any ~ national bank that is authorized to 

dissolve7 and llll¼eh-sha¼¼-ha•e that has taken the necessary 

steps to effect dissolutionT may reorganize as a state bank 

upon the consent in writing of the owners of two-thirds of 

the capital stock of saeh the bank and with the approval of 

the department. The stockholders shall make, execute, and 

acknowledge articles of incorporation as required by the 

laws of the state of Montana and shall set forth ~herein in 

the articles of incorporation the written consent of sneft 

the stockholders. Upon the filing of sa¼d the articles as 

provided by law and upon the approval of the department, 

sneh the bank sha¼¼-be-deemed-to--be is reorganized under 

this chapter, and there~pen all assets, real and personal, 

of saeh the dissolved national bank shaii-be are vested in 

and become the property of stteh the reorganized state bank, 

subject to all liabilities of aneh the national bank not 

liquidated before atteh the reorganization. 

(2) The cashier of the bank shall: 

(a) publish notice of the change once a week for 4 

consecutive weeks in the newspaper that the directors 

select1 
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(b) send a printed notice by mail or o~herwise to all 

nonvoting or dissenting stockholders: and 

(c) notify the department that the bank has decid~d to 

become a porl!2Iat!on under the laws of Montana." 

Section 24. Section 32-l-402, MCA, is amended to read: 

"32-1-402. When advertising as bank prohibited -- trade 

naaes restricted. (1) A Except as provided in (4), a person, 

firm, company, partnership, or corporation, either domestic 

or foreign, that is not subject to the supervision of the 

department and not required by the provisions of this 

chapter to report to it and whieft !h!1. has not received a 

certificate to do a banking business from the department, 

may not: 

(a) advertise that he the person or it entity is 

receiving or accepting money or savings for deposit, 

investment, or otherwise and issuing notices or certificates 

of deposit ~here£orr or 

(b) use an office sign at the place where the business 

is transacted having on it an artificial or corporate name 

or other words indicating that: 

(i) the place or office is the place or office of a 

bank or trust companyr 

(ii) deposits are received there or payments made on 

checks; or 

(iii) any other form of banking business is transacted 
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there. 

(2) ~hat The person, firm, company, partnership, or 

corporation, domestic or foreign, may not use or circulate 

letterheads, billheads, blank notes, blank receipts, 

certificates, er circulars~ or any written or printed or 

partly written and partly printed paper P!E!.!.!. vhate•er7 

haYing--en-them that contain an artificial or corporate name 

or other word or words indicating that the business is the 

business of a bank, savings bank, or trust or investment 

company. 

(3) ~ha~!!:!!. person, firm, company, partnership, or 

corporation or any agent of a foreign corporation not having 

an established place of business in the state may not 

solicit or receive deposits or transact business in the way 

or manner of a bank, savings bank, trust, or investment 

company or in a manner vh¼eh ~ leads the public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company. 

(4) .l.!.l A person, firm, company, partnership, or 

corporation, domestic or foreign7 that is not subject to the 

supervision of the department and not required by the 

provisions of this chapter to report to it and vh¼eh ~ 

has not received from the department a certificate to do a 

banking businessT may not transact business under a name or 

title wh¼eh ~ contains the word "bank", "banker•, 
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"banking", •savings bank", "saving", "trust", "trustee .. , 

"trust company•, or "investment company" unless the 

department has granted a waiver. Nothing-contained--in--this 

This section sha¼¼ does not prohibit the use of the word 

"bank" in the name or title of any bank holding company 

registered with the board of governors of the federal 

reserve system pursuant to Title 12, United States Code, 

section 18447--and--•~eh--ttae--ef-~fte-werd-•banR~-is-herehy 

ats.~herized. 

(b) The department may grant a waiver to allow the use 

of a restricted word listed in subsection (4)(a) to a 

nonprofit organization if: 

(i) the organization is not acting as a financial 

institution; and 

(ii) the name used is not likely to mislead a reasonable 

individual_ into thinking that the organization is acting as 

a financial institution. 

( 5) A person, firm, company, partnership, or 

corporation, domestic or foreign, violating a provision of 

this section shall forfeit to the state $100 a day for every 

day or part of a day during which the violation continues. 

(6) Upon suit by the department, the court aay issue an 

injunction restraining eftat !!!_! person, firm, company, 

partnership, or corporation during pendency of the action 

and permanently from further using those words in violation 
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of the provisions of this section or from further 

transacting business in a manner which leads the public to 

believe that its business is that of a bank, savings bank, 

trust, or investment company and may enter any other order 

or decree as equity and justice require.• 

Section 25. Section 32-1-412, MCA, is amended to read: 

"32-1-412. Borrowing IIOlley -- liaitations. (1) A Except 

as provided in subsection j3) 1 a bank may not borrow money 

except to meet its seasonal requirements or unexpected 

withdrawals. At-no-time-sha¼¼--the ~ bills payable and 

rediscounts of a bank may not be permitted to exceed in the 

aggregate an amount equal to the capital and surplus of the 

bank, except with the written consent of the department. 

Security instruments sold under an agreement to repurchase 

do not aPply to the limit on borrowing contained in this 

section. The division may prohibit excessive amounts of 

borrowing structured as a security instrument sold under an 

agreement to repurchase to a single customer or within the 

bank. When it appears to the department that a bank is 

borrowing money in excess of the limitation provided by this 

section or for the purposes other than as specified in this 

section, the department may require it to reduce the 

borrowing within a time to be fixed by the department. 

(2) A Subject to subsections (1) and (3), a bank may 

not at any time become indebted either directly or 

-36- HB 201 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0201/03 

indirectly for borrowed money or rediscounts in an amount in 

excess of its paid-up capital and surplus, without first 

obtaining written authority from the department. Debentures 

or certificates of indebtedness issued by an investment 

company to run for a period of 3 years or more may not be 

included in the deposit liabilities of that investment 

company, as affected by the provisions of this section. 

(3) A bank may borrow funds from a federal home loan 

bank for use in financing home ownership, in financing 

affordable housing programs, or in interest rate risk 

management. The division may prevent excessive borrowing by 

an inst!tution.• 

Section 26. Section 32-1-422, MCA, is amended to read: 

•32-1-422. Restriction on investment in corporate stock 

ruleaaking authority. (1) Ne Except as provided in 

subsections (2) and (3), a commercial or savings bank aha¼¼ 

may not 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 capital stock is necessary to prevent loss to the bank on 

a debt previously contracted in good faith. Any capital 

stock so purchased or acquired aha¼¼~ be sold by the 

bank within 6 months thereafter after 12urc;hase or 

acguisitionT if it can be sold for the amount of the claim 

of the bank against it. All capital stock purchased or 
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acquired must be sold for the best price obtainable by the 

bank within 1 year after stteh purchase or acquisition, or if 

the stock is unmarketable, it ahal¼ ~ be charged off as 

an investment loss, which sha¼¼--be is equivalent to the 

stock's sale. Byery ~ person or corporation violating any 

provision of this section shall forfeit to the state twice 

the nominal amount of stteh !!!!_ stocka 

(2) Netw¼thataftd¼ftg--sabseet±eft--t¼tT--a ~ bank 

acquire and hold for its own account: 

may 

(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 OR THE 

MONTANA SMALL BUSINESS INVESTMENT CAPITAL COMPANY within 

limits prescribed by the Montana Capital Company Act. 

(3) A bank may invest any amount up -to 51 the limit 

established by the department of its unimpaired capital and 

surplus in shares of stock of: 

(a) the federal national mortgage association; 

(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, 
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educationa•1, environmental, or similar need.a.- of the nation 

when the depa-rtment determines tha-t the investment is in the 

public interest. 

(4) The department shall adopt rules to implement this 

section.• 

Section 27. Section 32-1-423, MCA, is amended to read: 

•32-1-423. Real estate wltteh that banks -y purchase, 

bo1d. or convey. (1) A bank organized under the provisions 

of this chapter may pu~chase, hold, or convey real estate 

,m¼eh that: 

(a) is neeeasa~y for its accommodation in the proper 

transaction of its business, but it she:½¼ !!!I. not invest an 

amount exceeding 501 of its paid-up capital and surplus in 

the lot and building in which the business of the c0111pany is 

or is projected to be carried on, furniture, equipment and 

fixtures, vaults and safety vaults, and boxes necessary or 

proper to carry on its banking business, PROVIDED THAT 

PROPERTY HELD FOR FUTURE USE AS A BANK OFFICE SITE IS HELD 

PURSUANT TO A BUSINES!I PLAII-ADOP'fBD BY TB.& [)!RECTORS OF THE 

~l 

(b-) ia IIOl:'tgaged ta it in good faith by way of security 

for loans pr<iviously made or monere•money due to the banll1 

(C) is conveyed· to it in satisfaction of debts 

previously contracted in the-courae of its business-, 

(d) it purchases at sales under judgments, decrees, or 
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mortgages held by the bank. 

(2) Real estate acquired in the manner set forth in 

subsections (l)(c) and (l)(d) of-th¼s--seet¼on may not be 

held longer than 5 years from the date of acquisition, 

unless special written permiasion to do so is granted by the 

department. The real estate sha¼i must be carried on the 

books of the bank for an amount not greater than its cost to 

the bank-,. includi.ng costs of foreclosure and other. expensea

of- acquiring title. 

t:it--'l'he-d¼reetors-M-e-banlt-sha¼¼-adept-a-bltaine"'!':J'¼a,\ 

pre•¼clift1J:£er-f-ftt1Pe-ttse-o£-proper~y-:aa-e~ftee-"-ees.- 1
' 

Sac:tlon 28. Section 32-1-424, MCA, is amended to read: 

•32-1-424. rn-•taenta of financial institutions. t¼t

'l'l'ltSt--and--iff'l'es9ent--eoapan¼ee--y-¼ease7-p,rret,a■e7-lle¼liT 

eftd-eon.,.,y-e¼¼-ree¼-or-personei-preperty-neeea:,ary-te--e■rrr 

en--the¼r--atttllorhed--baa¼neas7--es--we¼¼--1tS--~e--r-■¼-er 

per.,.,,.a¼-property-the-beeftl-e#-dire~ere-eeftl!l¼dere-n _ __,,,, 

to-aeqn¼re-¼n-~-enfor~ewat er-a~~~¼~e~-ey-e¼«---er. 

~nda-ar¼ein-,--of--bmt%ffe■ll'-ffanS11et¼ona-end-aei,-eweeate 

neee-y-eeeipta7-eert¼fi¼eetea,--and-eentt!-■.-

tilr--'l'he-i,ea!!d,-M-d,._.,_H1_oE_11_eorporae¼...,..,..y--¾fl-· 

19'le--eapitai--.....,._aaaeta--oE--l:lfe--eerpenttioft....,.d•lteep-the 

eep¼t:a¼--1111d-aaset,e-..¼mreated-in-eeettritiea-te-be-appre,,.,d--by 

tlle-beat!dr-1111d-the--beard--,y--me1te-in•eatmet,te-0£-¼te-eapi~~ 
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and--assets--and--e!--the-fends-aeeaaa%ated-by-its-besiness7 

ine¼ttd¼ng--aoney7--depcs¼ts7--er--any---pert---thereef7---¼n 

negot¼ab¼e--or--nonnegct¼ab¼e--notes--or-bends7-mertgaqes-on 

anenenmbered-rea¼-estate7-stocRs-and-bonds-of--eorporat¼ons7 

or--bonds--and-warrants-of-any-eettnty7-e¼ty,-tewn;-or-eehoo¼ 

distriet-of-this-state-or-eny--other--stete--of--the--anited 

States-¼ega¼¼y-antbor¼•ed-to-¼ssae-the-bonds-or-warrants7-or 

bonds-er-eb¼igatiens-of-the-United-StatesT 

t3t.l..!l Notwithstanding other provisions of the law, it 

is lawful for a bank, trust company, ifivestment company or 

other financial institution operating under the laws of this 

state to invest the funds or money in its custody or 

possession, eligible for investment, in: 

(a) debentures issued by the federal housing 

administrator and in obligations of national mortgage 

associations; and 

(b) United States government obligations, either 

directly or in the form of securities of or other interests 

in an open-end or closed-end management type investment 

company or investment trust registered under the Investment 

Company Act of 1940 (15 u.s.c. BOa-1 through SOa-64), as 

amended, if: 

( i) the portfolio of the investment company or 

investment trust is limited to United States government 

obligations and repurchase agreements fully collateralized 
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by United States government obligations; and 

(ii) the investment company or investment trust takes 

delivery of the collateral for any repurchase agreement, 

either directly or through an authorized custodian. 

tttill An-%n¥estment-±n The department shall publish a 

list of the permissible type of investments in United States 

government obligations as provided in subsection t3ttbt--y 

not-be-made-fer-a-tera-ionger-thsn-5-years .l..!l·" 

Section 29. Section 32-1-432, MCA, is amended to read: 

"32-1-432. Li•itations on loans -- rulemaking. (1) (a) 

The total loans or extensions of credit to a person# 

partnership, or corporation by a bank, including loans to a 

partnership and to the severe¼ members ~ftereef of the 

partnership, sha¼¼-at-ne-~ime may not exceed 20\ of the 

amount of the unimpaired capital and surplus of that bank. 

(b) The discount of bills of exchange drawn in good 

faith against actual existing values, the discount of 

bankers, acceptances of other banks, the discount of 

commercial or business paper actually owned by the person 

negotiating it7 and the obligations of the United StatesL or 

general obligations of any state or of any political 

subdivision ~hereef, or eb¼¼ga~¼en obligatio~~ issued under 

authority of the Federal Farm Loan Act7 may not be 

considered as money borrowed. 

(c) The limitations imposed on total loans and 

-42- HB 201 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2l 

22 

23 

24 

25 

HB 0201/03 

extensions of credit by this section do not apply to loans 

and investments secured by obligations of the United States 

having a current market value of 100\ of the amount loaned 

or invested e~-~o-¼eans-aade-en-wareheuse-reeeipts-and-bi¼¼s 

0£-¼ading,-whefl-~he-warehettse-reee¼p~~-and-bi¼¼s--0£--lading 

eever--nenperisnab¼e--eOUlOdities-ef-the-merketab¼e-•a¼ae-ef 

at-¼eaat-¼i&,-ef-the-ameant-¼eaned-en-them. 

(d) Loans or obligations are not subject under this 

section to any limitation based upon that unimpaired capital 

and surplus to the eztent that they are secured or covered 

by guaranties, or by commitments or agreements to take over 

or to purchase them, made by a federal reserve bank or by 

the United States or a department, bureau, board,. 

commission, or establishment of the United states, including 

a corporation wholly owned, directly or indirectly, by the 

United States. 

(2) The combined liabilities of the se•ers¼ members of 

a firm, partnership, or unincorporated association to the 

loaning bank ehs¼¼ must be included in the liabilities of 

the firm, partnership, or unincorporated association. '!'bat 

The portion of the liabilities of the firm, partnership, or 

unincorporated association for which a member individually 

is legally respon■ible shsH ~ be included in the 

liabilities of the llelllber in determining the limitations 

imposed by this section. In determining the limitation for 
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loans or extensions of credit to a limited partner of a 

limited partnership, these the portions of the liabilities 

of the limited partnership for which the limited partner is 

free from liability aha¼¼ must be excluded. 

(3) When, in the judgment of the department, the 

liabilities of a corporation or the combined liabilities of 

a corporation and one or 1ROre of its stockholders to a bank 

are excessive, it shall require the reduction to the limits 

and within the time it prescribes. 

(4) The limitations of this section do not apply to the 

extent that the loan or extension of credit ls secured by 

pledged deposits in the lending bank. 

(5) The limitations of this section do not apply to a 

loan of funds or an extension of credit made by a bank to 

another bank if the term of the loan or extension of credit 

does not exceed 2 business days. 

(6) The limitations of this section do not apply to the 

extent that a loan is covered by a guaranty or by 

comai;tmenta or a9Eeements to take over or .purchase aaeh S!!!. 

loan made by an agency or board of the atate of Montana 

authorized by law to provide such guaranties, commitments, 

or agzeementa. 

(7) The department may adopt rules to carry out the 

purposes of this section. 

{Bl For purposes of this section, the terms "loa~•~~nd 
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•extension of credit" include all direct or indirect 

advances of funds to a person on the basis of an obligation 

of the person to repay the funds. The terms also include a 

liability of a state chartered bank to advance funds to or 

on behalf of a person pursuant to a contractual commitment. 

The department may adopt a rule differentiating between 

di~cretionary and nondiscretionary cQntractual COlll!l1-itments." 

Section 30. Section 32-1-446, MCA, is amended to read: 

"32-1-446. Safe deposit departaent. Any ~ bank may 

conduct a safe deposit department bat-sheii-not-in¥est-more 

than-one-tenth-0£-¼te--eap¼ta¼--and--s~rp¼tts--¼n--stteh--safe 

deposit--department. The liability of any bank for the 

safekeeping and protection of the contents of safety deposit 

boxes sha¼¼-he is determined by the contract endorsed on the 

receipt delivered to the renter of said~ box at the time of 

the rental, but in any event the obligation of the bank 

sha¼¼--be is limited to the exercise of ordinary diligence 

and care to protect the contents of the box from loss or 

damage by fire, theft, or other causes.• 

Section 31. section 32-1-452, MCA, is amended to read: 

•32-1-452. Dividends, surplus, losses, and bad debts. 

(1) The directors of any~ bank may, at certain times and in 

stteh lli_ manner as its bylaws prescribe, declare and pay 

dividends to the stockholders of so much of the net 

undivided profits of the banks as may be appropriated for 
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that purpose, but every bank shall, before declaring any 

stteft dividend, carry at least 251 of its net earnings for 

the period' covered by the dividend to its surplus, until 

saeh the surplus shei¼--smoant--to is 50\ of its paid-up 

capital stock. The whole or any part of sach the surplus may 

at any time be converted into paid-in capital, and--¼n--stteh 

event but the surplus sha¼¼ must be restored ¼n-the-manner 

abe¥e !.! provided in this subsection until it amounts to 50\ 

of the aggregate paid-up capital stock. A larger surplus may 

be created7-and-nethiffl;-here¼n-eonta*ned-sha¼¼-be--eonstraed 

as-prohibitory-thereof. 

(2) No ~ dividend shai¼ larger than the previous 2 

years' net earnings may not be declared or-pa¼d-whi¼e--~ftere 

sha¼¼--remain--B110ng--the-¼ed9er-aasets-e£-the-bank-any-¼tem 

whieh-shei¼-properiy-be-eiassified-as--a--bed--debt without 

giving notice to the division. ender--the-terms-o~-tftis 

seetion-and-be£ere-any-d±T¼dend-ean-be-paid7-a¼¼-debts-dae-a 

banR-on-whieh-the-¼nte~est-is-past--dtte--and--anpa%d--£or--a 

period--0£-i2-monthe-ef~er-111atarity7-an¼ess-the-saJ11e-be-weii 

eeettred-er-in-%ega¼-proeess-0£-ee¼¼ee~¼eft7-and-a¼l-jndgaen~s 

heid-by-the-benk-e£ter-2-years-£r0111-the-date--0£--rendition7 

exc¼as¼•e--0£--time-eonsamed-in-appea¼,-an¼ess-paymeft~e-heve 

been-111ade7-sheii-be-eonsidered-bad-debtsT-Stteh-bed-debts--es 

hereinbe£o~e--de£ined-she¼i-be-et,arged-o££-the-beeks-of-stteh 

bank-be~ore-any-dividend-is-dee¼a~ed• 
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(3) Losses sustained by a bank in excess of its 

undivided profits may be charged to and paid from the 

surplus, in--whieh-eveftt-stteh but the surplus aha¼¼ must be 

restored in the manner obe•e provided in subsection (1) in 

the amount required by this chapter. 11 

Section 32. Section 32-1-455, MCA, is amended to read: 

•32-1-455. Reserve requireaents. (1) A bank, except a 

reserve bank, shall maintain at all times a reserve of that 

percentage of its deposit liabilities as shail-be-determ±ned 

by--the--ffpart■ent--os--previded--in-this-seetion7-0£-whieh 

reserve-a-porti&n-the-beard-of-d¼re~ers-may--determine--aay 

be-sn-depoa±t-in-banks-appre,,.,d-by-the-department-as-reser,,., 

banks required by the appropriate federal regulator. 

(2) The department may establish7 --raise7 --er--i-er 

reserves-whieh-sha¼¼-be-mainta¼ned-en-demand-depesits-and-en 

time--deposits--as--in--its--;adgment-banking-eenditiona-may 

;~stity.-l!'he-pewer-to-estab¼Hh7-raise7-er-¼ewer-reeer¥ea-ie 

¼imtted-to-a-pereentage-0£-deposits-net-~-exeess-0£ reserve 

requir.,.ents wh±eh-aay-be-estabi±shed-~or--banks--that--are 

aeabers--ef-the-federaf-reser•e-system-and-not-less-than-~51 

sf-these-reeer•e-re,pirements-far--members---of--the-federai 

reaerYe-eyatea if the federal regulator ~iscontinues res.e.rve 

requirements. 

(3) A bank approved by the department as a reserve bank 

-11t llhall maintain at all ti■es maintain a reserve ~l>he 
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pereentage-er-pereentages as the department 11hafi--determ±ne 

frem--time--te--t±me7--whieh--shaii--nst--be--fese--than-the 

pereent1t9es--spee±fied--in--this--aeetien--ef--±ta---depesit 

¼iabi¼ities7--of--which-a-partien-the-beard-0£-directers-may 

deteraine-may--be--en--deposit--¼ft--ban~s--approYed--by--th~ 

department-as-reserve-banks requires by rule. 

(4) A solvent bank of good repute having a full paid-up 

capital and surplus ef-$3887888 7 as the department requires 

by rule and doing business in this state or any other state7 

may be designated by the department as a reserve agent for 

Montana banking institutions. The approval or designation 

may be withdrawn or withheld at any time by the department 

for cause. 

(5) ft--shalf--be--the-dnty-ef-any ~ bank whose reserve 

shall drep drops below the legal requirements to shall 

report the matter to the department immediately and as often 

thereafter as the department shaif--as~ asks for sa±d ~ 

report. 

(6) When the reserve of a bank falls below the amennt 

r~uired--by--thie--seetien legal requirements, the bank may 

not increase its loans or discounts etherwiae-tha~ except by 

discounting or purchasing bills of exchange payable at sight 

or on demand, and the department shall notify a bank whoae 

reserve may be below the amount required to make good the 

reserve. 
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(7) In arriving at deposit liabilities with regard to 

bank deposits, the net balance of amounts due to and from 

other banks aha¼¼-be-taken must be used as the basis for 

ascertaining the deposit liability to banks against which 

reserves sha½¼-be ~ carried. 

(8) Howe•er7-a-eomp¼ianee Compliance by member banks 

with the federal reserve banking laws, rules, and 

regulations sha¼¼-be-heid-to-be-a is compliance with the 

reserve requirements and conditions of this chapter and 

entitles those federal reserve member banks to the rights 

and privileges accruing fcom compliance with this chapter.• 

Section 33. Section 32-1-465, MCA, is amended to read, 

"32-1-465. 0¥erdraft--by Limit on loans to officerL 

director~ or emp¼oyee----reee¼Ying-persona¼-pro£¼~-£rom-¼oan 

principal shareholder. ill Aft E~cept as provided in 

subsection (2), a bank may not extend credit to an officer, 

director, agen~7--~e¼¼er7--e¼erR7 or emp¼oyee principal 

shareholde_r_ a£--a--bank--is-9ai¼~y-eE-a-miademeanor-i!-~fta~ 

person~ 

tlt--knowin9¼y-oyerdrawe-his-aeeottnt-with-eaeh-bank--and 

thereby-obtains-the-money7-netea7-or-fnnde-of-any-sneh-bank~ 

or 

tit--as~s--er--reeeiYes-er-eensents-er-a~rees-to-reeeiye 

any-e01111.ission7-pfemimn-on-¼nsttrance7--emoiument7--grattt¼ty7 

reward7--meney7--preperty7--er--thing--e£--•a¼~e-fe~-hia-ovn 
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peraona¼-bene£¼~-er--peraona¼--ad¥an~a~e--Eor--proeuring--er 

end@avoring--to-procure-fer-any-person7-£irm7-or-eerperaeien 

any-¼oan-£rem-er-ehe-pttrehase--er--diseottne--e~--any--paperT 

note7--draft7-eheek7-or-bi¼l-of-eHehan9e-by-saeh-bank-or-for 

attthor¼z¼ng-and-perm¼tt¼ng-any-person,-Eira7-er--eerpera~¼on 

to--oyerdraw-any-aecottn~-vi~ft-s~eh-banR unless the extension 

of credit is in an amount that, when aggregated with the 

amount of all outstanding extensions of credit by that bank 

t6 all officers, directors, or principal shareholders, does 

not exceed the bank's unimpaired capital and unimpaired 

sur.e_lus. 

(2) A member bank with deposits of less than $100 

million may by resolution of its board of directors increase 

the general limit in subsection (1) to a limit that does not 

exceed two times the bank's unimpaired capital and 

unimpaired surplus if: 

(a) the board of directors determines that a higher 

limit is consistent with prudent, safe, and sound banking 

practices in light of the bank's experience in lending to 

officers, directors, and principal shareholders and is 

necessary to attract or retain directors or to prevent 

restricting the availability of credit in small communities; 

(b) the resolution sets forth the facts and reasoning 

on which the board of directors bases the finding, including 

the amount of ~h_e bank's lending to officers, directors, and 
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principal shareholders as a percentage of the bank's 

unimpaired capital and unimpaired surplus as of the date of 

the resolution; 

(c) the bank has submitted the resolution to the 

department; and 

(d) the bank meets or exceeds, on a fully phased-in 

basis, all applicable capital requirements established by 

the department,• 

Section 34. Section 32-1-467, MCA, is amended to read: 

"32-1-467. Loans to aanaging officer or director. 1!.l 

Ne A bank shall~ make-a--lean extend credit to any ~ 

managing officer et-saeh-bank-witheat-taking-geod-eellateral 

er--other-~aap¼e--and--apeci£ie-seearity-tftereEerT-Wl'!lien-s~eh 

lean or a-lean-made-to-a director of saeh the bank7--l>anking 

institat¼on7-or-trast-company-e•eeeds~ 

(a) in any amount to finance the education of the 

mana.9.!.!!..9. officer's or director 1 s children; 

ill in an1. ainount to finance the purchase, 

construction, maintenance, or improvement of a residence of 

the managing officer or director if the extension of credit 

is secured by a first lien on the residence and the 

residence is: 

(i) owned by the managing officer or director; or 

(ii) expected to be owned by the managing officer or 

director after the extension of credit; and 
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(c) for any other purpose not specified in subsections 

(l)(a) and (l)(b) if the aggregate in amount of loans to 

that individual under this subsection (1) does not exceed at 

any one time the greater of 1e, 2.51 of its the bank's 

capital steek,-it-shall-nee-be-made-aneil-Eirst-appreved--by 

a---ma;oriey---0£---tfte--d¼reeeors--ot--saeh--ban~7--bankin9 

instieaeion7-or--trttst--eempany7--whieh--appro¥a¼--sfta¼¼--De 

entered-apen-the-reeerds-eE-saeh-bank7-and-the-signatares-ef 

a-majeriey-ef-Cfte-board-e£-d¼reetors-appreYin~-same-sfta¼¼-be 

aetached--ehereto--and--be--and-remain-a-permanent-reeord-ef 

stteh-bank and unimpaired surplus or $25,000. However, in no 

event may the aggregate amount of loans to the individual 

exceed $100,000. 

(2) The department may adopt rules to address loans 

made before [the effective date of this section) and to 

define capital and unimpaired surplus for purposes of 

32-1-465 and this section.• 

Section 35. Section 32-1-484, MCA, is amended to read: 

"32-1-484. Bylaws-regarding-banking Banking hours and 

business days. tlt-At-any-regalar-er-speeial-meeting-et-its 

board-0£-d¼reetors7-any ! bank7-as-here¼n-de£¼ned7--and--any 

na~iona¼--ban~--or--na~iena¼--banking--assoeiat¼en--and--any 

federal-reeer•e-bank may7-at-any-time7-enaet-er-amend-bylaws 

to provide for its banking hours or business days er-to 

ehange--its--lonnRing--hears--er--basiness--daye7---inelading 
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remaining-e¼osed-or-e¼osing-on-eny-SatnrdayaT 

tit--Any--saeh--benk--enaeting--a--by¼ew-or-U1ending-any 

by¼ev-vith-respeet-to-■aeh--sab;eet--metter--she¼¼--giwe ~ 

giving reasonable notice to the public ef-the-enaetment-ef-a 

new-by¼aw-or-amendment-of-by¼ews-byT 

t•t--posting--en--annoaneement-in-the-¼obby-of-the-benkT 

ineorporating-the-teKt-of-the-by¼aw-or-of-the-aaended--by¼ew 

and-ad¥¼sing-o£-tfte-date-the-saae-ltecames-e££eeti¥e;-er 

tbt--aai¼ing and providing a copy of saeh the notice to 

each-e£-the-bank~s-ettstoaers-as-o£-the-date-o£-the--adoption 

of-stteh-by¼aw-or-amendment7-end 

tet--in--addition-to-po■ting-or-mei¼ing7-pttb¼iBhing-stteh 

notiee-net-¼ess-than-once-in-eaeh-week-for-i--wee~a--¼n--anJ 

newapaper--e£-genera¼-eircu¼at¼on-in-the-eo~nty-wherein-sueft 

bank-haa-its-o££ieeT 

t~t--¼n--eny--event--stteh--notiee7--whether--posted--end 

pttb¼ished-or-mei¼ed-and-pttb¼ished7-she¼¼-be-gi•en--et--¼east 

¼4--days--in--adwanee--o£-the-e££eetiwe-date-o£-the-by¼aw-or 

aaended-by¼aw the department.• 

Section 36. Section 32-1-507, MCA, is amended to read, 

"32-1-507. Power of closed banks to borrow -,ney froa 

govermoental agencies. ill After Except as provided in 

subsection (2), after applying to and obtaining the approval 

of the department and the district court of the county in 

which the bank or trust or investment company is located, 
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and-notwithstanding-eny-other-law7 the liquidating agents of 

closed banks may borrow money from an agency of the federal 

government on behalf of commercial banks, savings banks, 

trust companies, and investment companies closed and in 

liquidation. As security for the loan the liquidating agent 

may pledge or mortgage the assets and properties thereoE for 

the purpose of paying depositors or creditors in part or in 

full. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsection (1) do 

not a~.• 

Section 37. Section 32-1-513, MCA, is amended to read: 

"32-1-513. Taking possession of bank notice. on 

taking possession of the assets and business of the bank, 

the department shall, in addition to posting notice on the 

front door of the bank, also notify a~-onee, personally~ 

mail or by wire, all corresponding banks and all persons or 

corporations known eo-¼e to be in possession of any of the 

estate of the bank." 

Section 38. Section 32-1-515, MCA, is amended to read: 

"32-1-515. Powers of departaent on closing bani< -

court proceedings. (l) Upon taking the assets and business, 

of a bank into its possession, the department is authorized 

to collect all moneys money due to that the bank and to do 
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these other acts necessary to conserve its the bank's assets 

and business~ and--the The department shal.l proceed to 

liquidate the affairs of the bank. 

(2) The department may, in-its-discretion-and except as 

otherwise limited by the terms of this chapter, do any acts 

necessary or desirable for the protection of the property 

and assets of the bankL and the speedy and economical 

liquidation of the assets and affairs of the bankL and the 

payment of its creditorsL or fer the reopening and 

resumption of business wftere when that is practicable or 

desirable. 

(3) ft The department may institute, in its own name or 

in the name of the bank, those--s~its--and--other legal 

proceedings as it considers expedient for those the purposes 

of subsection (1). 

(4) (a) By applying to the district court of the county 

in which the bank is located or to the judge of that court 

in-chambers, the department may obtain an order to sell, 

compromise, or compound any bad or doubtful debt or claim 

and to sell and dispose of any assetsy~ whieh The sale may 

be made to stockholders, officers, directors, or others 

interested in the bankT on consent of the court. 

(b) In the court proceedings the bank aha¼¼ must be 

made a party by notice issued on order of the court or 

judge, in place of suanons, and served upon eom.e !!!. officer 
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of the bank7 if there is any an officer in the county. %~-no 

e!~¼eer-ean-be-~ound-in-the-eounty7-then-the-no~¼ee-eha¼¼-be 

peated--in-three-pttbiie-p¼aees-in-the-eottnty-for-at-¼east-¼9 

daya-be£ere-the-day-ef-hearingT 

tet--~he-hearing-ef-an-app¼ieatien-or--petition--by--the 

depertment--may--be--had--at--any--~ime,-~e¼~her--¼n-term-er 

•aeation-in-eear~-er-in-ehambers,-as-~he--eourt--ma:y--order7 

after--the-bank-has-had-5-daysi-net¼ee-of-the-app¼ieation-or 

the-netiee-has-been-pested-fer-at-¼east-¼9-daysT 

(5) If the federal deposit insurance corporation is 

appointed as the liquidating agent, subsection (4) does not 

~. 
Section 39. Section 32-l.-518, MCA, is amended to read: 

"32-l.-518. Cc,-pensation of agents and attorneys. ill 

~he Except as provided in subsection (2), after notice to 

the bank and subject to approval by a district court judge 

of the county in which the bank is located, the compensation 

of the agents, attorneys, expert accountants, and other 

assistants appointed by the department and all expenses of 

liquidation and distribution of a bank whose assets and 

business have been taken possession of by the department 

aha¼¼ must be fixed by the departmenty--bat-attbjeet-to 

approya¼-by-the-;ttdge-ef-the-diatriet-eeart-ef-the-eeanty-in 

whieh-the-bank-ia--¼eeateey--on--netiee--of--the--bank. The 

department shall, upon written request of the distriet 
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judge, supply semiannual statements showing the condition of 

the bank in process of liquidation. Except in cases of 

emergency, the compensation paid to attorneys and expert 

accountants sha¼¼ must be fixed and approved before services 

ate rendered. Wften--the--eompensat¼en--hae--been--£ixed--and 

approved--and--the--serviees--rendeTedy-the The compensation 

aha¼¼ must be paid out of the funds of the bank in the hands 

of the department and are a proper charge and lien on the 

assets of the bank. 

(2) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsection (1) do 

not a~.• 

Section 40. Section 32-1-531, MCA, is amended to read: 

"32-1-531. Notice to creditors of insolvent bank. ill 

~he Except as provided in subsection (2), the department 

shall give notice by advertisement in a newspaper of general 

circulation in the town or city in which the bank is 

situated, if there is one, and, if not, then in some other 

newspaper published in this state, which the department 

shall designate, once a week for 2 successive weeks. The 

notice aha¼¼ ~ call on all persons who have claims 

against the bank to present them to the department or its 

authorized agent at a place ~o-be specified in the notice 

and to make sworn proof, in ~ form to be fixed by the 
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department, within the time specified in the notice, not 

less than 90 days from the date of the first publication. A 

copy of the notice shall must be mailed to all persons whose 

names appear as creditors upon the books of the bank. 

Pl If the federal de~sit insurance cor;e2ration is 

appointed as the liguidating agent, the 2rovisions of 

subsection 11! do not aee1i and notice to creditors must be 

given pursuan..t_ to federal law.• 

Section 41. Section 32-1-532, MCA, is amended to read: 

"32-1-532. Claias allowance and rejection. (1) ~he 

Except as provided in subsection (6), the department shall 

reject or allow all claims in whole or in part and on each 

claim allowed shall designate the order of its priority. 

(2) If a claim is rejected or an order of priority 

allowed lower than that claimed, notice sha¼¼ must be given 

the claimant personally or by certified or--re~¼e~ered mail 

and an affidavit of the service of the notice, which sha!¼ 

be is prima facie evidence of service, aha¼¼ must be filed 

in the office of the department. 

(3) The action of the department is final unless an 

action is brought by the claimant against the bank in the 

district court of the county where in which the bank is 

located within 90 days after the service te-£ix--the--amennt 

e£--the-e¼aim-and-its-order-e£-prierity-er-eithera An appeal 

from the department's allowance7-e½ther-as--to--priority--or 
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"""'"'"t7 may also be taken to-hl\e-d¼str¼eie-e.,..rt-0£-that 

ee11t1ty by any party in interest by serving notice on the 

department, stating the grounds of objection and filing it 

in that court within 30 days after allowance. 

(4) Within 5 days after the notice, the department 

shall file in the court and serve on the appellant a copy of 

the claim and its reasons for allowance. 

(5) The court shall, after 5 days' notice of time and 

place of hearing on the issues raised, hear the proof of the 

parties and enter judgment reversing, affirming, or 

modifying the department's action. 

(6) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the provisions of 

subsections Ill through (5) do not apply and notice to 

creditors must be given pursuant to federal law." 

Section 42. section 32-1-534, MCA, is amended to read: 

"32-1-534. Claias order of payaent -- priorities. 

(l) Except as otherwise provided by the Uniform Commercial 

Code, the order of payment of the debts of a bank liquidated 

by the department sl'la¼¼-be is as follows: 

(a.) the expense of liquidation, including compensation 

of agents, employees, and attorneys; 

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

liquidation by the department and placed on deposit by the 

department; 
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all funds held by the bank in trust; 

debts due depositors7 2.!. holders of cashier's 

certified checks, eeft~rae~ue½--¼¼abi¼it¼eeT and 

drafts on correspondent banks, including protest feesT paid 

by them on valid checks or drafts presented after closing of 

the bank, pro rata. All deposit balances of other banks or 

trust companies and all deposits of public funds of every 

kind (except those actually placed on special deposit under 

tlTE! statutes providing there£or for deposit), including 

those of the United States, the state of Montana, and every 

county, district, municipality, political subdivision, or 

public corporation of this state, whether secured or 

unsecured or whether deposited in vioiation of law or 

otherwise, are included within the terms of this subsection 

(l)(d) and take the same priority as debts due any other 

depositor~ Accrued interest on savings accounts, 

certificates of deposit, or other interest-bearing 

contracts, up to the time of the closing of the bank, aha¼¼ 

be is considered as part of the debt due. 

(e) interest on the classes of claims contained in 

subsections (l)(a) through (l)(d) &£-hl\*9-seeie¼on without 

regard to the priority computed from the date-of closing of 

the b&nk at the rate of 71 a y-r; 

(fl unliqu.idated claims for damages and similar claims, 

including claims of stockholders for amounts claimed to have 

-60- HB 201 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

BB 0201/03 

been voluntarily advanced to the bank or paid in by way of 

special or voluntary or other assessments. 

(2) The department may, in its discretion, without 

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

(l)(f) or--this--seetion or in preference to the payment of 

any claims of creditors within these subsections, pay off 

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

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

considers necessary for the preservation, maintenance, 

conservation, and protection of those assets and property 

and likewise property on which the bank has liens by 

mortgage or otherwise.%~ The department may a¼so7--in--±te 

d¼eeretiony create a fund or retain ¼ft--¼ts--haftds, in 

preference to the claim of any creditors in subsections 

(l)(c) through (l)(f), money for those purposes. 

(3) Collateral that has been put up or pledged as 

security for the payment of bills payable by a bank or loans 

or discounts that have been outstanding as rediscounts of a 

bank prior to the closing of it is not available to the 

other creditors of the bank in whole or in part until the 

bills payable or rediscounts have been retired, after which 

offsets as provided in this section shall~ be allowed. 

(4) Deposits of a person, firm, or corporation in a 

bank wftieh that is in the possession of the department may 

be offset against any indebtedness (subject to the 
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conditions of subsection (3) or--th¼s--seet¼en), except 

assessments on stock, due to the bank from that person, 

firm, or corporation. All dividends when declared in favor 

of a creditor of the bank may be applied, in the discretion 

of the department, in satisfaction of the indebtedness, if 

any, due the bank from the creditor." 

Section 43. Section 32-1-537, MCA, is amended to read: 

•32-1-537. Disposition of unclaiaed funds. (1) The 

department shall certify to the state treasurer a complete 

list of funds remaining with it that are uncalled for7 and 

that whieh have been left with it in its official capacityy 

in trust for depositors in and creditors of a liquidated 

bank after they have been held by it for 6 months from the 

date of the final liquidation of the institution. Along with 

this certificate, it the department shall transmit to the 

state treasurer the fundsL with accumulated interest on 

them, whieh that it has so held in trust for 6 months. A 

copy of the certificate shall must also be filed with the 

state auditor, who shall make a record of it. 

(2) The state treasurer shall deposit the funds and 

interest in the general fund or-th¼s-stste. 

(3) A depositor or creditor of a liquidated bank who 

has not been paid the amount standing to his the person's 

credit as ~has certified to the state treasurer may apply to 

the department for the amount due him. The depositor or 
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creditor shall lllilke an affidavit and offer proof of his 

identity and of the amount due h¼a-by-the-l¼qtt¼dated-baftk, 

When satisfied as to the correctness of the claim and of the 

identity of the person, the department shall forward it to 

the auditor who shall audit the claim and, if found correct, 

sa certify the claim to the department~7-which7-¼£-¼t- !!. 
the department approves the claim, it shall erans■¼e 2!.l the 

claim to the l~¼slstttre-w¼th-a-ststeaeftt--ar--¼ta--apprawai 

depositor or creditor. The money deposited in the general 

fund pursuant to this section is statutorily appropriated, 

as provided in 17-7-502, to the department for the purpose 

of paying approved claims." 

Section 44. Section 32-1-538, MCA, is amended to read: 

•32-1-538. Disposition of assets reaaining after 

payment of claias. (11 Wheft Except as provided in subsection 

(4), when the department has paid to each depositor and 

creditor of the bank whose claims have been approved and 

allowed as provided in this chapter the amount due on them 

or made satisfactory adjustment of them and has made 

provisions for unclaimed and unpaid deposits and disputed 

claias and deposits and has paid all the expenses of 

liquidation, it shall file a report of its administration of 

the trust with the clerk of the district court of the county 

in which the bank is located. If there are remaining assets 

on hand, the department lllilY apply to the judge of that court 
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¼n--open-cottrt-er-¼ft-ehaabers for an order authorizing it to 

surrender the remaining assets, together with all the 

stationery, correspondence, books, and records kept by the 

bank while it was a going concern, to the directors of the 

bank in office at the time of closing it, as trustees for 

stockholders, or to that ~ other person, if any, 

designated as trustee by a majority of the stockholders. The 

report and petition shall must be set for hearing upon 

notice wh¼eh that the court may direct. Upon hearing and 

approval of the report and account and the surrender of the 

assets as directed, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The court lllily, if requested, 

require the trustees to give bond in an amount the court may 

fix, conditioned for the faithful performance of their 

duties. The trustee or trustees shall complete the 

liquidation of any remaining assets and may sell and dispose 

of real and personal property as rapidly as possible and 

shall distribute the proceeds among the stockholders as 

their rights may appear or dispose of the proceeds in some 

other manner as the stockholders shall by majority action 

direct. The court may upon request of a majority of the 

stockholders order the department to close up the trust as 

provided in subsection (2) or-th¼s-eect¼on. 

(21 If the assets of the bank are insufficient for 
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making payments in full to the depositors and creditors of 

the bank, then, when the department has liquidated all 

available assets and disbursed them as provided by law, the 

department shall file a final report of its liquidation of 

the bank with the clerk of court of the county in which the 

bank is located. Upon notice which that the court may order, 

the report sha¼¼ ~beset for hearing before the court 

and, if found correct and all funds accounted for, the court 

shall approve it. The department may at the same time and in 

the report make application to the district court of the 

county in which the bank is located for an order directing 

the closing of the trust, and upon entry of the order 

closing the trust, the department is discharged from all 

further liability or responsibility in connection with the 

assets and affairs of the bank. The charter of the bank 

sha¼¼ must be forfeited and all the stationery, 

correspondence, books, and records kept by the bank while it 

was a going concern and considered by the department to be 

of no value may be destroyed. However, no correspondence or 

records may !!£!_ be destroyed until 10 years after the date 

the bank ceased to be a going concern. 

(3) On application for orders as provided in this 

section, the bank aha¼¼ ~ be made a party by notice 

.issued on order of the court or judge and served in a manner 

the court directs7 and applications authorized by this 
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section may be heard at any time in-eonrt-or-¼n-ehambers7-as 

the--eonrt--...,y--order7 upon not less than 5 days' posted or 

served notice of the hearing. 

(4) If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsections (1) 

through (3) do not apply.• 

Section 45. Section 32-1-551, MCA, is amended to read: 

•32-1-ss1. Liquidating officer"s powers and duties. (1) 

At-any-time Except as provided in subsection (3), after 

taking possession of a bank for the purpose of liquidation, 

the liquidating officer dn¼y-qna¼ified-nnder-the--¼aws7 may 

as soon as he the of_f_icer ascertains that the assets of 9neh 

the bank will be insufficient to pay its debts and 

liabilities, may proceed to collect and enforce the 

stockholders' liability. For that purposeL he the officer 

may institute and maintain in hi9 the officer's own name as 

saeh liquidating officer appropriate suits or actions in any 

state or federal court of c011petent jurisdiction. He The 

liquidating officer may receive and receipt for moneys money 

received on account of stockholders' liability, and any 

money so paid to the liquidating officer by a stockholder in 

whole or partial satisfaction of his the stockholder's 

liability she¼¼ is not be-deemed considered paid voluntarily 

but sha¼¼-g¼Ye gives the stockholder the same protection to 
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the extent of the amount paid as if the payments were made 

after suit by~ creditor or the liquidating officer. The 

liquidating officer is--atttheri~ed !!!!l'.• by--and with the 

consent of the court having jurisdiction of stteh the 

liquidation, to compromise, settle, and compound claims for 

stockholders' liability, and saeh the settlements and 

compromises when approved by the court sha¼¼--be are legal 

and binding upon all parties concerned, including creditors. 

(2) ~ A¼¼ Except as provided in subsection (2)(bl, 

all sums collected by a liquidating officer on account of 

stockholders' liability, either received from voluntary 

payments or collected by suits, settlements, or compromises, 

she¼¼ ~ be distributed to the creditors of the bank 

according to their several rights in the same proportion as 

the amount of a given claim of a creditor bears to the 

amount of the· claims of all creditors and without regard to 

the rank or class or character of claims and without 

diminution.!. 

ill 7-exeept--that--the The liquidating officer may 

deduct from amounts collected the court costs or atterney~s 

attorney fees (etteh--atterney~s the attorney fees to be 

allowed for not more than 101 of the amount collected, 

provided that the 101 allowed for atterney~e attorney fees 

she¼¼ !!!!.Y. not apply to collections which that are made 

outside of the state of Montana) and other expenses incurred 
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by him the officer in the prosecution of any action for the 

collection thereee, 

(31 If the federal deposit insurance corporation is 

appointed as the liquidating agent, the reporting and 

district court approval requirements of subsections (1) and 

(2) do not apply." 

Section 46. Section 32-1-552, MCA, is amended to read: 

"32-1-552. Further duties of liquidating officer. (1) 

For the purpose of this section the term "liquidating 

officer" includes every person legally empowered to 

liquidate the business and affairs of a state bank, whether 

the liquidation is by the department or its deputies and 

agents. The term also includes all receivers of state banks 

qualified to liquidate a state bank under any law of this 

state, 

(2) The liquidating officer of a bank may decide when 

the assets of a failed bank are not sufficient to pay the 

debts, contracts, engagements, and liabilities7 and he may 

determine the ~ttestien-e!-the time when and the court where 

necessary legal proceedings shat¼-be ~ conducted, subject 

to the general provisions of law governing venue and place 

of trial. 

(3) The provisions of 32-¼-333--and 32-1-551 through 

32-1-553 do not impose any liability on a stockholder of a 

bank wh¼ch ~ is a member of the federal deposit insurance 
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corporation." 

Section 47. Section 32-1-553, MCA, is amended to read: 

"32-1-553. Departaent to file inventory report 

required exception. ill ~he Except as provided in 

subsection (2), the department shall, within 90 days after 

taking charge of an insolvent bank, file with the district 

court having jurisdiction a complete inventory of all of the 

property and assets of the insolvent bank, such as 

furniture, fixtures, real estate, mortgages, bonds, and 

notes, secured and unsecured. ft The department shall a¼ae 

every 6 months, or more often if required by the court, file 

with the court a report showing the status of the 

liquidation of the bank, the assets that have been 

liquidated and collected, the amounts and manner of payments 

made to creditors, the manner in which claims have been 

handled, and the assets on hand. The report aha¼¼ must 

contain other information the court requires, so that the 

court and the public may be apprised of the condition of the 

bank and the manner in which it is being liquidated with 

respect to the collection and sale of assets belonging to 

the bank and the manner in which claims are being paid. The 

report and account aha¼¼~ be set for hearing upon the 

notice the court may require and, if found to be correct, 

snail be approved by the court. 

(2) If the federal deposit insurance corporation is 
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apPOinted as the liquidating agent, subsection (1) doe~~not 

~" 

Section 48. Section 32-1-606, MCA, is amended to read: 

"32-1-606. Closed banking institutions eapowered to 

borrow from the corporation. If a banking institution is 

closed on account of inability to meet the demands of its 

depositorsL er by action of the department~ er by action of 

its directorsL or7 in the event of its insolvency or 

suspension, the department or its agent,-with-~he-perm¼ss¼en 

ei-the--eeart--hav½ng--;~risdietiony may borrow from the 

corporation and furnish any of the assets of the institution 

to the corporation as security for a loan from it the 

corporation. The department ttpeft-tne--erder--ef--a--d¼atr¼et 

cettrt--ef-eempeteftt-jur¼ad¼ct¼en may sell to the corporation 

any part or all of the assets of the institution. The 

provisions of this section do not limit the power of a 

banking institution or the department to pledge or sell 

assets in accordance with any existing law." 

Section 49. Section 32-1-803, MCA, is amended to read: 

"32-1-803. Organization of subsidiary trust coapanies. 

A subsidiary trust company snail must be incorporated under 

the laws of this state in accordance with and subject to the 

provisions of 32-1-301 through 32-1-303, 32-¼-385-tnrettgn 

32-1-307 1 32-1-308, 32-1-321, 32-1-322, and 32-1-3257--aftd 

3i-¼-35¼--tnrsttgh--3i-t-356 or under the laws of the United 
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1 States. To the extent not inconsistent with the provisions 

2 of this part, any~ subsidiary trust company incorporated 

3 under the laws of this state sha¼¼-be is subject to the laws 

4 of this state generally applicable to trust companies. A 

5 subsidiary trust company formed under the laws of the United 

6 States she¼i--be is subject, to the extent provided by the 

7 laws of the United States, to the laws of this state 

8 applicable to subsidiary trust companies incorporated under 

9 the laws of this statea" 

10 NEW SECTION. Section 50. Repealer. Sections 32-1-217, 

11 32-1-305, 32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 

12 32-1-334, 32-1-336, 32-1-337, 32-1-338, 32-1-351, 32-1-352, 

13 32-1-353, 32-1-354, 32-1-355, 32-1-356, and 32-1-431, MCA, 

14 are repealed. 

15 NEW SECTION. Section 51. Codification instruction. 

16 [Sections 10, 11, and 13] are intended to be codified as an 

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

18 Title 32, chapter 1, apply to [sections 10, 11, and 13]. 

19 

20 

NEW SECTION. Section 52. Effective 

[Sections 1, 7, 8, and this section] 

21 passage and approval. 

dates. (1) 

are effective on 

22 C2) [Sections 2 through 6 and 9 through 51] are 

23 effective october 1, 1993. 

-End-
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