HOUSE BILL NOC. 201
INTRODUCED BY HIBBARD, CHRISTIAENS, BACHINI,
REHBEIN, BOHLINGER, NATHE
BY REQUEST OF THE DEPARTMENT OF COMMERCE
IN THE HOQUSE

JANUARY 15, 1993 INTRCDUCED AND REFERRED TO COMMITTEE
ON BUSINESS & ECONOMIC DEVELOPMENT.

FIRST READING.

JANUARY 18, 1993 ON MOTION, ADDITIONAL SPONSORS ADDED.
FEBRUARY 4, 1993 COMMITTEE RECOMMEND BILL

DO PASS AS AMENDED. REPORT ADOPTED.
FEBRUARY 5, 1993 PRINTING REPORT.
FEBRUARY 6, 1993 SECOND READING, DO PASS.
FEBRUARY 8, 1993 ENGROSSING REPORT.
FEBRUARY 9, 1993 THIRD READING, PASSED.

AYES, 96; NOES, 3.
FEBRUARY 10, 1993 TRANSMITTED TO SENATE.
IN THE SENATE

FEBRUARY 11, 1993 INTRODUCED AND REFERRED TO COMMITTEE
ON BUSINESS & INDUSTRY.

FIRST READING.

MARCH 10, 1993 COMMITTEE RECOMMEND BILL BE
CONCURRED IN. REPORT ADOPTED.

MARCH 11, 1993 ON MOTION, CONSIDERATION PASSED
FOR THE DAY.

MARCH 12, 1993 SECOND READING, CCNCURRED IN AS
AMENDED.

MARCH 13, 1593 THIRD READING, CONCURRED IN.

AYES, 47; NOES, 0.
RETURNED TO HOUSE WITH AMENDMENTS.

IN THE HQUSE



MARCH 31, 1993 SECOND READING, AMENDMENTS
CONCURRED IN.

APRIL 2, 1993 THIRD READING, AMENDMENTS
CONCURRED 1IN.

SENT TO ENROLLING.

REPORTED CORRECTLY ENROLLED.
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INTRODUCED BY 'f-« )2t u%147444c¢-tﬁ;. Ern oA g
x;f-“<-‘ BY REQUEgﬂHOF 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
BOARRD TO ELECT A PRESIDING OFFICER; REDUCING THE TIME
BETWEEN BANK INSPECTIONS; AUTHORIZING THE ACCEPTANCE OF
FEDERAL REPORTS IN LIEU OF EXAMINATIONS; CLARIFYING THE
PURBOSE OF THE BANKING LAWS; APPLYING GENERAL CORPORATE LAW
TO THE FORAATION AND REORGANIZATION OF BANKS:; EXCLUDING
REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING:
REVISTING BANK INVESTMENTS; REMOVING THE LIMIT ON SAFE
DEPOSIT FUNCTIONS; REVISING RESERVE REQUTREMENTS; REVISING
DISSOLUTION, CLOSING, AND LIQUIDATION PROCEDURES;
STATUTORILY APPROPRIATING UNCLAIMED FUNDS FOR THE PAYMENT OF
CLAIMS; AMENDIRG SECTIONS 2-15-1803, 2-18B-103, 17-7-502,
32-3~-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,

32-1-515, 32-1-518, 32-1-531, 32-1-532, 32-1-934,

& Montand Lagisiativa Counced
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32-1-537, 32-1-538, 32-1-551, 32~1-552, 32-1-553, 132-1-606,
AND 32-1-803, MCA; REPEALING SECTIONS 32-1-217, 32-1-30%,
32-1-306, 32-1-323, 32-1-331, 32-1-332, 32-1-333, 32-1-334,
32-1-336, 32-1-337, 32-1-1338, 32-1-351, 32-1-352, 32-1-353,

32-1-354, 32-1-35%, 32-1-356, AND 32-1-431, MCA; AND

PROVIDING EFFECTIVE DATES."

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 allow state-chartered banks to operate
efficiently 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 Lhe 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 1lending 1limit calculation

_2_
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purposes. Thése 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 teo 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 seven gix memberssy
+neiuding-the-director-of-commerces-or-his-designees—who——ia
the-—chatrman-of-the-board. The remaining-six members of the
board shat} must be appointed with consideration given banks
of small, medium, and large size and to geographical
distribution. At-}east-cne--banker--member--and--one——publie
member--shall--be-appointed-fron-sach-congressionat-district
of-the-state: Two of the six members sheit* must be active
officers in state banks of Montanay; one shaiti must be an
active officer of a naticnal bank doing business in
Montanay; and three sha}} must be members of the public,
none of whom shaii--be is an officer, director, or

shareholder of any state or national bank. The board shall

elect a presiding officer from its members.

(3) The members sha}} must be appointed by the governcr
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with the consent of the senate for terms of 3 years.
Vacancies shatt must be filled by appointment for the
unexpired term. No A member other--than--the--director--of
commerce 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 excepted. Parts 1 and
2 do not apply to the following positions 1in state
government:

{1) elected officials;

{2) county assessors and their chief deputy;

{3) officers and employees of the legisliative branch;

(4) Jjudges 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:;

{(B) academic and professional administrative personnel
with individual contracts under the authority of the boargd
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 undér

the authorfty 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;

{11) investment officer, assigstant investment officer,
executive director, and three professicnal staff positions
of the board of investments;

(12) four professional staff positions under the board
of o0il and gas conservation;

{13) assistant director for security of the Montana
state lottery:;

(14) executive director and senicr investment officer of
the Montana board of science and technology development;

(15) executive director and employees o©cf 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

{18) commissioner of banking and financial

institutions."

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

*17-7-502. 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

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 1law containing the statutory authority must be
listed in subsection (3).

(b) The léw 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; 15-25-123; 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;

16-10-205; 19-10-305; 19-10-506; 19-11-512; 19—11—513;

19-11-606; 19-12-301; 19-13-504; 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; 35—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 %0-9-306.

—-6—
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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, 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
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. Ssection 32-1-101, MCA, is amended toc read:

®32-1-101. Short title -- application -- purpose. {1}
Parts 1 te through S7-inciusiver of this chapter shall be
known as the "Bank Act",.

{2) eand-shaii-be The bank act is applicable to:

{a) all corporations and persons specified in 32-1-102;
and-te-such-eother

{b) corporations as-shatk that subject themselves to
apeciat-provisions-and-sections—thereof the bank act; and te

such-sther

o - ] ~ [ BT w [ 8] -

[
- ©

-
N

13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0768/01

{c) persons, partnerships, or corporations who shaii 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 bhank act is to provide

Montana with a sound system of state-chartereé banks by

providing Eor and enceuraging the development of

state-chartered banks while restricting their activities to

the extent necessary to protect the intereats of depositors.

The purpos® 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 toc compete with other

businesses, including but not 1limited to other financial

organigations existing under the laws of this state, other

states, the United States, and foreign countries;

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

this state;

(vi} the opportunity for banks to participate in and

promote the economic progress of Montana and the United

States;

(vii) the opportunity for the management of banks to

exercise business judgment in conducting the affairs of

their institutions; and
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{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.

(b} The bank act does not restrict the activities of

banks for the purpose of protecting any person Erom

competition from banks and does not confer any right or

cauge of action upon any competitor.

(c}) The purpose contained in this subsection {3)

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 quidelines in the

construction and application of the hank act.”

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

®"32-1-109. Definitions. bniess As used in this chapter,

unless the context reguires 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.

t+¥{2) "Board" means the state banking board provided
for in 2-15-1803.

t24(3) “"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

Y
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facility, as provided for in 32-1-372, or a satellite
terminal, as defined in 32-6-103. ‘

t33(4) “Capital®, "capital stock", and "paid-in
capital” mean that fund for which certificates of stock are
issued to stockholders.

t4)(5) "City" means a city, town, or municipality,
incorperated or unincorporated, that is an aggregation of
inhabitants and structures sufficient to constitute a
distinct place.

t53(6) "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.

t6¥(7} “Common 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. v

t73{8) “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.

t8¥(9) T“Consolidate" and "merge” mean the same thing

and may be used interchangeably in this chaptar.

t94{10) “Demand deposits* means all deposits, the

_10_
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payment of which can legally be required when demanded.
+383(11) “Department” means the department of commerce
provided for in Title 2, chapter 15, part 18.

(12) "Division” means the divigsion of banking and

financial institutions of the department.

t3¥¥(13) "Main banking house” means the principal place
of business of a bank in thé state.

t32¥(14) “Net earnings® means the excess of the gross
earnings of a bank owver 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.

t333(16) "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.

t34¥(17) “Surplua® 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

available for the payment of dividends and cannot be used

-11l~
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for the payment of expenses or losses 50 long as such bank
has undivided profits.

+254(i8) "Time deposits" means all deposits, the payment
of which cannot legally be required within 7 days.

+36%(19) "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. Examination and supervision by department -—-

division of banking and financial institutions ~-

commigsioner. {1) The department shall exercise constant
supervision over the books and affairs of all banks and

trust companies doing business in this state.

(2) ¥¢ Except as provided in subsection (9), the

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

those—-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 reascnable
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 findinga nc later than
320 60 days after the completion of the examination.

{3) %¢ The department shall #urther 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 cowpany.

(5) %t 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--once be reported to the
district court of the district in which the bank or trust
company is located,7--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 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

require. They shall also attend hearings and answer under

-13-
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cath the department's inquiries, produce and exhibit any

books, accounts, documents, and property ¥+ ‘the department

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

in the performance of its duty.

{(B) 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 contreol 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 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 diem. (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 functicons, the board shall have

use of the offices, equipment, and personnel of the

-14-
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department as it requires.
{3) The board shall hold meetings at the office of the
deépartment at dates and times set by the department. Special

meetings may be called by the ehairman presiding officer at

any time upon 3 days' notice to the members.

(4} A quorum for all meetings shaii-be is a majority of
the board members, and a majority of the guorum present at
any meeting may take action.

(5) The-chairnan—sha1i-have—p—voiee—but-ne—vete—in--aii
meetings-except-to-break—a-ties

t63--Any A Dboard member except--the--chairman may be
removed by the governor without cause in any case.

+74(6) The board members shall receive compensation and
travel expenses in the same manner and amount as provided

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

commerce. The costs and expenses of the board shaii--be are

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:

{1) 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

duties and powers given by sStatute or otherwise to the

_15_
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directar—ef-the department cf-commerce as the duties and

powers relate to banking."

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

®32-1-218. Department to make 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 irn 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 chapter."”

NEW SECTION, Section 10. Reliance on order -- limit 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 actien 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 wupon 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. Examination of holding
companies 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) (a) The
report and any information contained in the reports and
statements provided for, other than those reports which are
required to be published, shaii must be considered secret
and for the confidential information of the department conly.

The information may not be imparted to persons who are not

‘officially associated with the department, and the

information contained in them--shai* the reports and

statements may be wused by the department only in the
furtherance of its official duties.
(b} The department may exchange information with

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

other states. and The department may furnish information to

the legislative auditor or-prosecuting-officiais-whe-request

#¢ for use in pursuit of official duties. A prosecuting

official may obtain the information by court arder.

{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)(b), be
imparted to any person not officially associated with the
department. The information shatt must be used by the
department only in the furtherance of its official dutiesy
except-that-the-department-may-exchange—information-with-the
federat-banking-department-and-departments-sf--other--states
and--may--furnish--infermation--to-prosecuting-officiais-who
require-it-for-use-itn-pursuit-cf-officiai-dutims.

{3) An employee or agent of the department who viblates
this section or willfully makes a false official report as
to the condition of a bank shaii must be removed from office
and is also gquilty of a felony. Upon conviction, he the
person shall be fined an amount not exceeding $1,000, or

imprisoned in the a state penitentiary correctional facility

for a term not exceeding 5 vyears, or both fined-and

imprisened.”

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

{2) 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-i-1207, and Title 35, chapter 1, 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 agreement incorporation. (1) Any-three-or-more-perasns A
persan desiring to assseiate--themaeives--tagether--for—-—the

purpese-of-becoming organize a banking corporation to-engage

in--any--one-—or-—more-or-ati-cf-the-businesses-mentioned-in
this-chapter shall sign--and--aeknowliedge;--in--the—-manner
provided-—for—-the--acknowiedgment--of-deeds-of-reat-escater

articien-of-agreement-which—shaiit make and file articles of

incorporation with the department and, upon approval by the

department, may file the articles with the secretary of

gtate as provided in Title 35, chapter 1. The articles of

incorporation must set forth:

{(a) the corporate—name—-af--the--proposed--corporationy
which——may-—not-be-che—name-of-any-other-aorporation—-granted
and-then-deing-business-of-a—simitar-character-in-this-state

or-mmy-imitation—of-a-namer—provided-that-it--is--tawfui--te
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use-the-name-used-by-any-corporation-previsusliy-incorporated
and--doing--business--in--the-state-of-Mentana-but-which—has
been—diuineorporated7—iiquidatedr—dissoivedv-and—is—eﬂtireiy
out-of-business:-A-banking-corporation-may-net-adept-or——use
the-name-of-any-other-banking-corporation—or-assectationy—or
of---any---friendty--associationr: information regquired by
35-1-216(1);

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

the principal office of the c¢orporation is to be located;

(c) the-aneupt-ei-the—cnp&tai—seeek-of-the—eerperationr
tie-number-of-shares-into-which—itt-is-to-be-divided;-and-the
par—-vnine—-oi--ahares7—the~amount~of-eapita}-seock-actualiy
subseribed-in-good-faith-at-the-time-of-the-atgning--of--the
articies—-of--agreement;-and-the-amonnt-of-the-capitai-stoeck
actuatiy-paid-up-in-tawfui-money-of-the-Bnited-States-and—in
the-cuatody-of-seme-banking-institution-—-designated--as--the
depoaitury—-of--the-~maney—untii-ehe—preposed-cerporation-is
éuiiy—erganizea—and—euthorized-to—engage—in—businessr

td} the names and places of residence of the severa®
initial shareholders and the number of shares subscribed by
each;

tey(d) the number of the board of directors and the
names of those agreed upon for the first year-—®he-articies
may-provide-that-the-number-of--directors--etected-—at——each

annuai--meeting-shati-constitute—the-board-for-che-ysary-ai:
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vacancies-to-be-fitted-by-the-board-taking-the—-actiony-—and
aise-—may——provide—--that-—a--majority--of--the-fuii-board-of
trustees—nay—increase-ehe-nﬁmber—ef--the—-directara——cf--ehe
bankr--not-—-exceeding——tway--and-sppoint-peracna-co-£fiti-che
resulting-vacancies-between-meetings—of--the--stockhoiders~;
and

t£3{e}) the purpose for which the asseeciation-or-cempany

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

use of the general terms defined in this chapter, with
reférence to each line of business in which the proposed
corporation desires to engage.

{2) In addition to provisions reqguired <therein in

subsection (1}, the articies of incorporation may also

contain ptoviéions net-inconsistent-with-taw——regarding-—the
etimination--or--iimitation--of--the-personat-itiabitity-of-a
director-to-a-corporation-er-its-sharehoiders--for--monetary
damages-for-braach-of-fiductary-duty-as—a-directery-excepts
tay--for--breach-—of--a--directoris-duty-of-loyaity-to-a
corporation—-or-ita-sharehotders;
tby--for--ackts--or——omissiens—-that--constitute--witiful
misconducty—reckiessnesa;—or-a-knowing-vioctation-of-taws;-or
tey--for-a-transaction-£rom-which-a-director-derives—--an

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 propocsed corporation to transact 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

approval from the department autheorizing the propesed

amendment or restatement.

{6} For banks organized before [the effective date of

this section), articles of agreement are considered articles

of incorporation,”

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

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

agreement—shat: 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
state the business specified in the articles of agreement

incorporation within this state.

—22-
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(2) Upon the presentation of the proposed articles of
ageeement incoiggration. 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. ¥t The department shall also determine
whether the corporation is being formed for any other
purpose than the legitimate business contemplated by this

chapter., ¥¢ 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 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 shail 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. Amount of capital. +%} The division, in

consultation with the board, shall determine the appropriate

level amount—-of--the—-commen—-and--preferred--stock--of--a
commercini--bank——shali--not--be-—ltess--chan-9255,0007-and-in
addittion-thereto—there-shati-be-created-—a--surpitus--sf--noe
tesa—-than--10%--of--the-amount-of-the-capitai-stock-of-satd
bank;-which-said-surpius-and-capitai-stock-shaitit-be-patd—-up
in--cash-—-and-—depesited-with-some-bank-or-banks-at-the~time
the--appiicacion--ia--made--to---the---department———for of

capitalization of the proposed corporation prior to the

issuance of the certificate of authorization hereinabove
mentioned,
t2y-—A-commerciai-bank-having-its-place-cf-business-in-a
city--cr--town--of--mere-~than--27600--and--iteans——cthan— 47068
inhabitants;-as-disciosed-by--the--iast-—aucharized--censusy
shati--have--a--capirtat-stock-of-not-itess-than-5384088-and-a
surpius--of-—304--af--the--capitai--stock--as---hereinbefore
provided~--A-commereiai-bank-having-ita-piace-cf-business-in
a-city-or-town-of-more-than-47060-inhabicantsr-ans—-disciosed
by-the-last-anthorized-censusy-shati-have-a-eapital-steeck-af
not-—iesa--than--$567000-and-a-surptus-ef-184-of-che-capital
stock-as-hereinbefore-provided:
t3y--Fhe-amount—of-the-capitat-stock-cf-a-savings--banks
trust——-companyr--or--investment--company--shail-be-fiwed-and

timited-by-the-artictes-of-agreement-and-shati-be--not--ieas
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than--51087600--or-mere—than-530-mititeny-of-which-amount-at
least-91005;600-munt-be-subscribed-and-fuity-paid-up-in--cash
and--on—-deposit--with-seme-bank-or—banka-in-this-state-when
the--apptication——is—-made--to--the---department-———for—---the
eertificate——of-—authorization--hereinabove-—-mencioneds—--Fhe
remainder——of-the—-anthorizred-capitat-stock—-may-be-subseribed
and-paid-in-mt-sueh-times—and-under-such-regutations—-as——the
board-—ef--direceéra——of—sneh-corparation—may-determiner—?he
shures-of—the—common—cepitai-ateck—uf-ail—banks—shnii—ﬁnve—n
par-vaiue-of-5108-or-such-itess-amount-as-may-be-provided—-in
the—-articies--of--incorporations-provided-that-this-chapter
shati-not-require-any-bank-in-existence-and--doing--business
to-inerease—-+its-capitat-stock:"
Section 17. Section 32-1-308, MCA, is amended to read:
"32-1-308. Bylaws. {ij-The-persons-signing-the-areicies
of--agreement--ashali-ae-their-firat-meeting-adopt-—bytaws-for
the-government-of-the-corperations-which-bylaws-may--provide
fors
tay—-the---time;---ptacer-—and--manner--of--catting--and
condueting-the-meetings-of-the-corperations
{tby-—the-number-of-stockhotdera-conatituting-a-guorums
tey—-the-mode-nf-vating-by-proxy;
tdy-—-the-time-of-the-annuai-etection-—of--directdra—-and
the-mode-and-manner-of-giving-notice-thereofs

{tey——che-duties-of-afficera;
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t€¥-—the-—manner-of-etection-and-the-tenure-of-office—-of
ati-officers-other-than-the-directorss

tg¥--suttabie-penaities-for—-viotation--sf--bytaws;-—net
exceeding-in-any-case-51906-£or-any-one-offenases

t2¥ The bylaws adopted must be certified by a majority
of the directors and the-sectetary of the corporation and
recorded in the book of bylawsy-which. The book sheaii must
be open to the public inspection ef-the--pubtie during the
office hours ef--each—-day--except-holtidays. A copy of the
bylaws shaii must also be transmitted to the department. @he
bytaws-may-be-repeaied-sr-amended-or-naw-byiawa-—be--adopted
at--the--annuat--meetings-—-or—-at--any--other-meeting-of-the
steckhoiders-ecatied-for-cthat-purpose-by-the-directora;-by--a
vote-representing-two-thirds-of-the-sunbseribed-steckr;-or-the
pewer——to--repeai--and-amend-the-bylaws-and-adopt-new-bytaws
nnyw—by-a—aimiier—vete—nt-the—first—meetiﬁg—-or—-any—~annuai
meetingr-be-delegated-to-the-board-of-directors<”

Section 1B. Section 32-1-322, MCh, is amended to read:

“32-1-322. Board of directors -- qualifications,
tenure, and vacancies. (1) The affairs of the bank shal?
must be managed by a board of directorsy consisting of not
less than three in-naumber;-of--whom-at persons. AL 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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reguire. 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 shai® must be elected for a term of 1
year at the annual meeting of the stockholdersrz-whieh-shat,

The annual meeting must be held en-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 corpecration 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 se elected shall hold their office until the
second--Puesday—-of——-the--fotrlowing--Fanuary-or-untit-others
successors are elected and gualified. 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 provisiona of
this chapter. The oaths shai} must be made in duplicatey;
one copy eof--which--sha*l must be transmitted to the

department and filed in-its-office with the department, and

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

bank .
fa7-*§n——ccse~-of-death—c!-tesignaefen—of-onejer~nere—o£

the-direceorsy;-the-vacancy-shati-be-£iiied—by-the-board-—and

the—-directors-so-appointed-shati-hoid-effice-uncil-the-nexe
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annuat-eteentonz"

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

*32-1-32%. Selection of officers and employees —
minutes of meetings. (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 which that they
may from time to time consider to be to the best interest of
the bank and fix their compensation. The president shat
must be chosen from the board of directors.

{3) The board of directors shaii--atse--eiect--a
secretaryy-who shall keep a correct report of the meetings
of the board and of the stockholders in a book kept feor that
purposey-whieh., The minutes shaii-particuteriy 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 shai} must be subscribed to by the

presiding officer and sesretary the person responsible for

preparing the minutes. The minutes shaii muat be read and

approved at the following meeting of the board of directors,
and the minutes of the following meeting shai} mnmust show
that fact. The minute book shaii must be kept in the main
office of the bank at all times and shall 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-i+t 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 examination by stockholder. Ne A
stockholder of any a bank incorporated under the laws of
this state who is not a director shaii-have-the-right-to may
not 1inspect the books and records of smek the bank showing
its transactions with any-ef-its-customersy a customer. but
any-—sueh A stockholder shaii-have-the-right-te may inspect
during-business-hours—the-generai-statement-book-showing—the

general-assets-and-iiabilities the books and records of sueh

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
Eor a part of that surplus and undivided profits.

(2) The increase may be made by +the a vote of

ewe-thirds of the stock in-person-sr-by-proxy, either at a
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regular annual stockholders' meeting or at a meeting called
for that purpose in accordance witﬁ the bylaws ¢of the
corperation.

(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-capital-stoeck-when-issued-by-a-bank-againat-its
surpius--and--undivided--profita--may--be—tssued-withoue-the
payment-of-cash-for-ity-but-it-shati--be--charged--upen--the
books——of-the-bank-and-in-the-statemenes-of-the-bank-againse
surpius-and-undivided-profits-se-that-the-combined-—capitaty
surpiusy——and--undivided--profitas--are--net--reduced--by-the
issuvance-of-the-new-stoch~

+5% 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, ¥ts Departmental action shali-be is final,

and written notice of tt-shaii the action must be given to

the bank.
t6)--if--the--department-approves-of-the-iasvance-of-the
new-stocik-and-so-notrfies-the-bank;-the-bank-shali-then-filte
a-certificate-of-issuance-with-the-county-cterk-and-recorder
cf-the-county-in-which-the-bank--xs--tocaced--and--with--the

secretary-—-of--atate:--Upon-the-filting-with-the-secretary-of
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state7-the-inerease-becones-ecffeccivez"

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

“32-1-361. Change from state to national bank. (1) Any
A 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:

{a) stockholders owning two-thirds of the stock of the

bank have--voted vote to become sueh a national bank

corporation or have--execueed execute a written consent
authorizing its directors to make the certificate required
therefor by the laws of the United States; or

(b) when a majority of the directors of the bank,
heving--been authorized in their discretion to make the
change, shaiiy by a vote of the majoritys decide to become

sueh a national bank corporation.

(2) The cashier of the bank shall:
(2) publish notice thereof--for-30-days of the change

once a week for 4 consecutive weeks in the newspaper whieh

that the directors select; and
(b) send a ¥tke printed notice by mail or otherwise to
all nonvoting or dissenting stockholders; and

{c) notify the department 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. Reorganization of national bank as state
bank. (1) Any A national bank that is authorized to
dissolver and which-shaii-have that has taken the necessary
steps to effect dissclutionr may reorganize as a state bank
upon the cansent in writing of the owners of two-thirds of
the capital stock of sueh the bank and with the approval of
the department. The stockholders shall make, execute, and
acknowledge articles of incorporation as reguired by the
laws of the state of Montana and shall set forth therein in

the articles of incorporation the written consent of saeh

the stockholders. Upon the filing of said the articles as
provided by law and upon the approval of the department,
such the bank shaii-be-deemed-to--be is reorganized under
this chapter, and thereupen all assets, real and personal,
of sueh the dissolved national bank shati-be are vested in
and become the property of such the reorganized state bank,
gubject to all liabilities of sweh the national bank not
liquidated before sueh the recrganization.

(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

seleck;

(b) 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 corporation under the laws of Montana."

Section 24, section 32-1-402, MCA, is amended to read:
*32-1-402. When advertising as bank prohibited —- trade

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

Eirm, company, partnership, or corporation, either domestic
or foreign, that is not subject to the supervision of the
department and not reguired by the provisions of this
chapter to report to it and which that has not received a
certificate to do a banking business from the department,
may not:

(a) advertise that he the person or ¢ entity is
receiving or accepting money or savings for deposit,
investment, or otherwise and issuing notices or certificates
of deposit therefor; 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 company;

{ii) deposits are received there or payments made on
checks; or

(iii} any other form of banking business is transacted

there.
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{2) %hat The person, firm, company, partnership, or
corporation, domestic or foreign, may not use or circulate
letterheads, billheads, blank notes, blank receipts,
certificates, eor circulars, or any written or printed or
partly written and partly printed paper papers whatevery
having--en-them that contain an artificial or corporate name
or other word or words indicating that the business is the
business o©of a bank, savings bank, or trust or investment
company.

{(3) That 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 whiech that 1leads the public to
believe that 1its business is that of a bank, savings bank,
trust, or investment company.

(4) (a) A person, firm, company, partnership, or
corporation, domestic or foreigny 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 business7 may not transact business under a name or
title whieh that contains the word "bank", “"banker",

"banking”, "“savings bank", Tsaving", "trust", "trustee”,
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"trust company”, or

department has granted a waiver. Nething-contained--in--this

This section shait 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
regserve system pursuant to Title 12, United States cCode.
section 18447--and--sueh--use--of-the-word-Sbhanki-is-hereby
authorized.

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

"investment company® unless the

of a restricted word 1listed 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 may issue an
injunction restraining tha¢ the person, firm, company,
partnership, or corporation during pendency of the action
and permanently from further using those words in vioclation

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 reguire."
Section 25. gection 32-1-412, MCA, is amended to read:
*32-1-412. Borrowing money —— limitations. (1) A Except

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

except to meet its seagsonal requirements or unexpected
withdrawals. At-no-time-shati--ehe 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
gection 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 Qurplus, 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 —rcisk

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

—= rulemaking authority. {1} No Except as provided in

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

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 acgquisition
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 shait must be sold by thé

bank within 6 months thereafter after purchase or

acquisitiony 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 1 year after such purchase or acquisition, or if
the stock is unmarketable, it she} must be charged off as
an investment loss, which shaii--be is equivalent to the
stock's sale. Bvery A person or corporation violating any
provision of this section shall forfeit to the state twice
the nominal amount of such the stock.

{2) Notwithstanding—-subseeeion——-ti)r--a A bank may
acquire and hold for its own account:

{(a) up to 20% of its capital and surplus in the capital
stock of a bank service corporation organized solely for the
purpose of providing services to banks;

(b} shares of stock of a federal reserve bank, without
limitation of amcunt; and

(c) shares of stock in a Montana capital company within
limits prescribed by the Montana Capital Company Act.

{3) A bank may invest any amount up to 5% 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.”™

Section 27. Section 32-1-423, MCA, is amended to read:

"32-1-423. Real estate which that banks may purchase,
held, or convey. (1) A bank organized under the provisions

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

which that:

{a) 1is necessary for its accommodation in the proper

‘transaction of its husiness, but it shai® may not invest an

amount exceeding S0% 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 moneys money due to the bank;:

{c) |is conveyed to it in sgatisfaction 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 acguired in the manner set forth in
subsections (1)(c) and (1}(d) of-this--pection may not be
held longer than 5 years from the date of acguisition,

unlegs special yritten permission to do sc¢ is granted by the
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department. The real estate shati must 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 expenses
of acquiring title.

{3) The directors of a bank shall adopt a business plén

providing for future use of property as office sites."

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

"32-1-424. Investments of financial institutions. +3¥
Prust-—-and-—investment--companies-may—-ieaser-parchasey-hoids
and-convey-ail-reat-or-perscnai-preperty-necessary-to-—carry
on-—-their--autherized--businesa;--as—-weii--as-—the--reai-or
personai-property—the-board-of-directors-considera-neceasary
to-acquire-in-the-enforcement-or-settiement-of-any-citaims~or
demands-arising-out-of-business-transactions-and-may-execute
and--ispuey--in-——-the-——tranaaction—-of--their-—pusiness7—ail
necessary-receiptasy-certificatesr-and-contracts:

fi}——?he—baard-ef—direeeoru—of—a;eorpﬁratien—may——invest
the--capitat-—and-—-assets--of--the--corporation-and-keep-the
capitai-and-assets-invested-in-securities—to-be-approved-—by
the-boardy-and-the-board-may-make-inveatmenta-of-its-capitai
and--aspets——and--of--che-funds-accumuiated-by-ita-busineany
ineluding--moneyr—-depostitey——or--any-—-part---thereof;-——in
negotiabie—-or--nonnegeotiabie--notes--or-bondsy-morcgages-on
unencumbered-real-estater-stocks-and-bhends-of--corporationsy

or-—bands——and-warrants-of-any-countys;-cityr;-town;-or-schaoi
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district-of-this-state—or-any—-other——state--of-—-the--tnited
States—iegaliy-authorized-to-issue-the-honds-or-warrants;-or
bonds-or-ebligatiens-of-the-United-Statess

+34(1) Notwithstanding other provisions of the law, it
is lawful for a bank, trust company, investment company or
other financial institution operating under the lawas 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
associaticons; 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. 80a-1 through B80a-64), as
amended, if:

{iy the portfolio of the investment company or
investment trust is 1limited 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,
either directly or through an authorized custodian.

t43(2} An-investment-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 t33tbj-may
not-be-made-for-a-term-ionger-than-5-years (1).°
Section 29. section 32-1-432, MCA, is amended to read:
*32-1-432. Limitations 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 severat members thereof of the
patrtnership, shati-at-no-time 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 againat actual existing values, the discount of
bankers, acceptances of other banks, the discount of
commercial or business paper actually owned by the person
negotiating itv and the obligations of the United States, eor
general obligations of any state or of any political
subdivision thereof, or ebiigetien obligations issued under
authority of the Federal Farm Loan Acty may not be
considered as money borrowed.

(c} The 1limitations 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-iteans-made-on-warehouse-reeeipts-and-biitls

of-tadingy-when-the-warehouse-racetpes-and-bitia--of--tading
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eover--nenperishabie--commodities-ef-the-marketable-vatve-of
at-teast-12384—cf-the-amount-ieaned-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 aver
or to purchase them, made by a federal reserve bank or by
the United States or a depar tment, bureau, hoard,
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 several members of
a Firm, partnership, or unincorporated association to the
loaning bank shaii gggghbe included in the 1liabilities of
the firm, partnership, or unincorporated asscciation. That
The portion of the liabilities of the firm, partnership, or
unincorporated association for which a member individualliy
is legally responsible shai}* 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 1limited partner of a

limited partnership, ¢hese the portions of the liabilities
of the limited partnership for which the limited partner is
free from liability shaii: must be excluded.

(3) When, in the judgment of the department, the
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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 or extension of credit

does not exceed 2 business days.

(6) The limitations of this section do not apply to the
extent that a lcan is covered by a guaranty or by
commitments or agreements to take over or purchase such the
loan made by an agency or board of the state of Moentana
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 terms "locan" and

Yextension of credit" include all direct or indirect

advances of funds to a person on the basis of an abligation

of the person to repay the funds., The terms alsc include a

liability of a state chartered bank to advance funds to or

on behalf of a person pursuant to a contractual commitment.

‘44.-
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The department may adopt a rule differentiating between

discretionary and nondiscretionary contractual commjtments.*®

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

"32-1-446. Safe deposit department. Any A bank may
conduct a safe deposit department bue-shaii-net-inveat-more
than-one-tenth-of-tta——capitat--and--surpius--in--asuch--safe
depostt--department. The liability of any bank for the
safekeeping and protection of the contents of safety deposit
boxes shali-be is determined by the contract endorsed on the
receipt delivered to the renter of sa:d a box at the time of
the rental, but in any event the obligation of the bank
shatli--be is limited to the exercise of ordinary diligence
and care to protect the contents of the box from 1loss or

damage by fire, theft, or other causes."

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

*32-1-452. Dividends, surplus, losases, and bad debts.
(1) the directors of any a bank may, at certain times and in
such 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
such the surplus shati--emount—-ta is 501 of its paid-up

capital stock. The whole or any part of sach the surplus may
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at any time be converted into paid-in capital, and--in--sueh
event but the surplus shali must be restored im-the-manner

above as provided in this subsection until it amounts to 50%

of the aggregate paid-up capital stock. A larger surplus may
be createdy-and-nething-herein-contained-shaii-be--construed
as-prohibitery-thereaf,

(2) Ne A dividend shatt larger than the previous 2

years' net earnings may not be declared er-paid-white--there

abai}—-temain*-amang——the—iedgef—a:set:-oE-the—banh—any—item
which-ahaii-properiy-be-ctassified-as--a--bad-——debt without

giving notice to the division. Under--the-terms-sé-this

section-and-before-any-dividend-can-be-patdr-ail-debta-due-a
baak—on-whi:h—the—interest—ia-past—-due--ﬁnd-—anpaid-—fot—-a
period--of-i?-months-after-maturitys—uniess-che-same-be-weld
secured-or-in-iegai-procesa-of-cotieection;-and-ati-judgmentes
heid-by-the-bank-after-2-years-from—the-date—-of--renditiony -
eseiusive——of—-tine—conaumed—in-uppeaiv-uniess—pnynents—hnve
been-madey-shati-be-considered-bad-debts<-Such-bad-debts——as
hereinbefore--defined-shait-be-charged-off-the-booka-af-such
bank-before-any-dividend-ia-deciareds

{3) Losses sustained by a bank in excess of its
undivided profits may be charged to and paid from the
surplus, in--which-event-sueh but the surplus shaii must be

restored in the manner above provided in subsection {1) in

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

"32-1-455. Reserve requirements. {1) A bank, except a
reserve bank, shall maintain at all times a reserve of that
percentage of its deposit liabilities as shati-be-determined
by--the--department-—-as--provided--in-this-sectiony-of-which
reserve-a-portion-the—board-of-directors-may--determine—-may
be-on-deposit-in-banks-approved-by-the-department-as-ressrve

banks required by the appropriate federal requlator,

(2) The department may establishs--ratses--or--tower
reserves-witich-shait-be-maintatned-on-demand-deposits—and-on
time--deposits--as--in--itts--judgment—banking-conditions-may
justify--Phe-pewer-to-estabiishy;-ratsp;-or-tower-reserves-in
iimited-to-a-percentage-of-deposita-not-in-excenn-o£ reserve
requirements which-may-be-estabiished--for--banks--that--are
members——of-che-federanl-reserve-syster-and-not-less—-than-754%
sf-these-reserve-requirements—for--members—-of--the-—-federai

reserve—system if the federal requlator discontinues reserve

requirements.
{3y A bank approved by the department as a reserve bank

must shall maintain at all times maintasn a reserve of-ethe

percentage-cr-percentages as the department shaii--determine
from--time-—to--timer——which-—sheli--not--be--tess—-than-the
percentages—-specified--in--this--section--of-—its—--depoait
tiabititieny——of-—which-s-portion-che-board-cf-directors-may

determine-may--be—-on—-deposit--in——banks--approved--by--the
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dapartaent—as-reserve-banks requires by rule.

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

capital and surplus e£f-$30679087y as the department requires

by rule and doing business in this state or any other statesy
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--shati--be--the-duty-of-any A bank whose reserve
shatt drop drops below the legal requirements ¢to shall
report the matter to the department immediately and as often
thereafter as the department shaii--ask asks for said a
report.

(6) when the reserve of a bank falls below the amount

required——py-—-this--section legal requirements, the bank may

not increase its loans or discounts etherwise—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.

{?) In arriving at deposit liabilities with regard to
bank deposits, the net balance of amounts due to and from
other banks shati-be-takenr must be used as the basis for
ascertaining the deposit 1liability to banks against which

reserves shaii-be are carried.
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(8) Howevery-a-complianee Compliance by member banks
with the federal reserve banking laws, rules, and
regulations shaii-be-held-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. ©Overdrafe--by Limit on loans to officer,

director, or empioyee----receiving-personai-profit-£rom-ioan

principal shareholder. (1) An Except as pravided in

subsection (2j}, a bank may not extend credit to an officer,

director, agents—-tetler;--cterky or enmpioyee pPrincipal
sharéholder sf--a--bank--is-guitty-of-a-misdemeanor—-if-that
persons:

f}iw—kncwingi1-overdraws—his—aeconnt-wibh—such-bank--and
thereby-obtatna-the-money;-notes;-or-funds-of-any-such-banks
er

f21—-asks——ot-—reeeives-br—consents-er—agrees-to*receive
any-commiasiony-premium-on-insurancer--emotumenty--gratuityy
rewards--money;--propertyy-—or--thing--ef--vatue-for-his-own
persenal-benefit-or--personai--advantage—-for--procuring--or
endeavoring--to-procure-for-any-persony-firmy-or-corporation
any-loan-from-or-the-purchase—-or--discount--of--any--papety
neter——drafts-checky-or-bili-of-exchange-by-snch-bank-or-for

authorizing-and-permitting-any-person;-firm;—or—-corporation
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to--everdraw-any-account-with-sueh-bank unless the extension

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

amount of all ocutstanding extensions of credit by that bank

to all officers, directors, or principal shareholders, does

not exceed the bank's unimpaired capital and unimpaired

surplus.
{2} B member bank with deposits of less than $100

million may by resolution of its bcocard of directors increase

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

exceed Lwo times the bank's unimpaired capital and

unimpaired surplus if:

{a) the board of directors determines that a higher

limit is congistent with prudent, safe, and sound banking

practices in light of the bank's experience in 1lending 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's lending to officers, directors, and

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
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(d) the bank meets or exceeds, on a fully phased-in

basis, all applicable capital requirements establigshed by

the departwment.”

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

®32-1-467. Loans to managing officer or director. (1)
Ne A bank shail may make-a--}oan extend credit to amy a
managing officer cf-sach-bank-without-taking-goocd-coiiatmral
ar--other——anpie--and--speeific-security-therefor--When—such
Toan or a—ioan—made-te-a director of msueh the bank;——-banking
institutiony-or-trust-company-exceeds:

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

managing officer's or director's children;

{b) in any amount 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 firat 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

{e¢) Ffor any other purpose not specified in subsections

{ly{a) and (r}){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 6% 2.5% of its the bank's

capital stesk;-it-shail-not-be-made-until-first-appreved--by
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a-—-majority-—-of---the--directors—-of —such--bankz—-banking
institut&onr—or——truab——eampenyf——whieh—-approvui——éhaii—-be
entered-upon—the-records-of-such-bankr-and-the-asignatures-of
a-majority-of-the-board-of-directors-approving-asame-shaii-be
attached--thereteo--and--be—-and-remain-e-permanent-record-of

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

event may the aggregate amount of lcans to the individual

exceed $100,000.

{2) The department may adopt rules to address 1loans

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. Byiaws-regarding-banking Banking hours and
business days. ti)-At-any-regquiar-or-special-meeting-of-ita
board-of-directorar-any A bankr-as-herein-defined;——and-—any
natieuai—-bank——er-—nationai——baﬁking«-assoeiatien-—and--aay
federal-reserve-bank may;-mt-any-timer-enact-or-amend-bylaws
e provide for itas banking hours or business days er-to
ehaage——its-—bnnking——houra——er——buainesﬁ——dny97-~~inciud&ng
remaining-clased-er-ctosing-on-any-Saturdays:

{2} ~--Any--sueh--bank——enacting——-a--bytaw-or-amend rng—any
bytaw-with-respect-to-such--subjece--matter--shati--give by
giving reasonable notice to the public of-the-enactment-of-a

few-bylaw-or-amendment-of -bylaws-by=+
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tay--posating-—an--announcement-in-the-tebby-of-the-banky
ineorporating-the-text-of-the-bytaw-er-cf-the-amended--bylaw
and-advising-of-the-date-the-same-becomes-effectives-or

tby--meiting and providing a copy of such the notice to
each-of-tha—bankits—customers-as-of-the-date-of-the--adoption
of-such-bylaw-or-amendment;-and

+e+——in--additien-to-postin§—or—mnilingv—pubiishing-such
natiece-not-less-than-once-in-each-week—for-2--weeks--in--any
newspaper--of-generat-circutation-in-the-county-wherein-such
bank-has-ita-offices

+a§-—in——any—-event——such*-notice1—-vhether——pested-—and
published-or-matted-and-pubiished;-shati-be-given--at—-teast
14--days--in--advance--of-the-effective-date-cf-the-byltaw-or
amended-byiaw the department.”

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

*32-1-507. Power of closed banks to borrow money from

governmental agencies. (1) 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-notwiehstanding-any-other—tawr the liguidating 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 liguidating agent
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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 liguidating agent, the reporting and

district court approval requirements of subsection (1) do

not apply.”

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 at-onee, personally, by
mail or by wire, all corresponding banks and all persans or
corporations known ee—-i¢ 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 departient 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 meneys money due to that the bank and to do
those other acts necessary to conserve tts the bank's assets
and business. and--the The department shall proceed to
ligquidate the affairs of the bank.

{2} The department may. tn-its-discretion-and except as

otherwise limited by the terms of this chapter, do any acts
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necessary or desirable for the protection of the property
and assets of the bank, and the speedy and economical
liguidation of the assets and affairs of the bank, and the
payment of its creditors, or £er the reopening and
resumption of business where when that is practicable or
desirable.

(3) ¥t The department may institute, in its own name or
in the name of the bank, these--suits—-and--other legal
proceedings as it considers expedient for these the purposes

of subsection (1].

(4) (3) 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. whiech The sale may
be made to stockholders, officers, directors, or others
interested in the bank7 on consent of the court.

{b) 1In the court proceedings the bank shai} must be
made a party by notice issued on order of the court or
judge, in place of summons, and served upon seme an officer
of the banks if there is any an officer in the county. ¥f-ne
officer-can-be-found-in-the-conntys-then-the-notice-shati-be
posted--in-three-pubiic-piaces-in-the-county-for-at-lease-i0
days-before-the-day-of-hearings

tey--Fhe-hearing-of-an-appiication-or--petition——by--the
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departnent——may——be-;had—~at*-any——time7—-eibher——in—tern—or
vacation-in-court-or-in-chambersy-—as-the--court—-may--ordery
after--the-bank-has-hed-5-daysi-notice-of-the-appiicatton-or
the-notice-has-been-posted-for-at-ieast-i8-days~

{5) IF the federal deposit insurance corporation is

appointed as the liguidating agent, subsection {4) does not

apply.”

Saction 39. Section 32-1-518, MCA, is amended to read:
*32-1-518. Compensation of agents and attorneys. (1)

Phe Except as provided in subsection {2}, after notice to

the bank and subject to approval by a distriet 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
liguidation and distribution of a bank whose assets and
business have been taken possession of by the department
ahatt must be fixed by the departmenty--but-subject-to
approvali-by-the-4udge-of-the-district-coure-of-the-county—in
which-the-bank-is--iocated;--on-—notice--of--the--bank. The
department shall, upen written request of the distriec
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 sha:i must be fixed and approved before services

are rendered. When--the--compensation--has-——been--fixed--and
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approved--and--the--servicea--renderedy-the The compensation
shait 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 ligquidating agent, the reporting and

district court approval reguirements of subsection (1) do

not aEEIZ:"
Section 40. section 32-1-531, MCA, is amended to read:
"32-1-531. Notice to creditors of insolvent bank. (1)

Phe Except as provided in  subsection (2), the department

shall give notice by advertisement in a newspaper of general
circulation in the town or ¢ity 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 shaii must 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 a form to be fixed by the
department, within the time specified in the notice, not
less than 30 days from the date of the first publication. A
copy of the notice shaii nmust be mailed to all persons whose
names appear as creditors upon the books of the bank.

{2y I1f the federal deposit insurance corporation is
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appointed as the liquidating agent, the provisions of

subsection (1) 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. Claims -- allowance and rejection. (1) The

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 shail must be given
the claimant personally or by certified er—-registered mail
and an affidavit of the service of the notice, which ahaii
be is prima facie evidence of service, sha*} 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 ¢he service eto-fix--the-—amount
of--the-ciatm-and-its-order-of-priority-or-either. An appeal
from the department's'allowanCE7-either—as——te-—préorityA—or
amsunty may also be taken to-the-districe—courc-of-that
eounty 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 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 Jjudgment reversing, affirming, ar

modifying the department's action.

[6) If the federal deposit insurance corporation is

appointed as the liquidating agent, the provisions of

subsections (1} 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. 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 shaii-be is as follows:

(a) the expense of liguidation, 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 depositorsy or holders of cashier's
checks, vcertified checks, econtractual--iiabiiitiesr and
drafts on correspondent banks, including protest feesy paid

by them on valid chécks 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 therefsor 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 wviolation of 1law or
otherwise, are included within the terms of this subsection
(1){d) and take the same priocrity 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, shati
be is considered as part of the debt due.

{e) interest on the classes of claims contained in
subsections (1){a) through (1)(d) ef-this-section 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 wvoluntarily 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 (1){(c) through

(L){f} of--this-~seepien 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 for the preservation, maintenance,
conservation, and protection of those assets and property
and 3iikewise property on which the bank has 1liens by
mortgage or otherwise., ¥t The department may @isoj——in-—its
discretiony create a fund or retain #in--its—-hands, in
preference to the claim of any creditors in subsections
{1){c) through (1)(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 prier 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 shaii must be allowed.

(4) Deposits of a person, firm, or corporation in a
bank which that is in the possession of the department may
be offset against any indebtedness (subject to the
conditions of subsection (3) eof--this--seetion), 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. (1) The
department shall certify to the state treasurer a complete
list of funds remaining with it that are uncalied fory and
that whieh have been left with it in its official capacitysr
in trust for depositors in and creditors of a ligquidated
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 te the
state treasurer the funds, with accumulated interest on
them, whieh that it has se held in trust for 6 months. A
copy of the certificate shaii 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 of-this—state.

(3) A depositor or creditor of a liguidated bank who
has not been paid the amount standing to his the person's
credit as thus 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 his
identity and of the amount due him-by-the-liquidated-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,
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se certify the claim to the department.y-whichy-if-it- If
the department approves the claim, it shall eranamit pay the
claim to the tegisiature-with-a-statement—-of--its--approvai

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 app;oved claims.”

Section 44. section 32-1-538, MCA, is amended to read:
"32-1-538. Disposition of agssets remaining after

payment of claims. (1) When 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
claims 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 may apply tc the judge of that court
in-—open-court-or-in-chamhers for an order autherizing 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
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stockholders, or to that some other person, if any,
designated as trustee by a majority of the stockholders. The
report and petition shai* must be set Ffor 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 reguested,
require the trustees to give bond in an amount the court may
fix, conditioned £for the Cfaithful 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 shat:* by majority action
direct. The court may upon reguest of a majority of the
stockholders order the department to close up the trust as
provided in subsection (2) of~this-section.

(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 liguidated all
avajlable assets and disbursed them as provided by law, the
department shall file a final report of its liguidation of

the bank with the clerk of court of the county in which the
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bank is located. Upon notice whieh that the court may order,
the report shaii 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
shail 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, na 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 shai* must be made a party by notice
issued on order of the court or judge and served in a manner
the court directsy and applications authorized by this
section may be heard at any time in-court-er-in-chambersry-as
the—-conre—-may--order; upon not less than 5 days' posted or
served notice of the hearing.

{4} If the federal deposit insurance corporation is

appointed as the ligquidating agent, the reporting 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. Liguidating 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 liquidatioen,
the liguidating officer duty-guaitified-under-the--taws; may
as soon as he the officer ascertains that the assets of such
the bank will be insufficient toc pay its debts and
liabilities, may proceed to collect and enforce the
stockholders' 1liability. FPor that purpose, he the officer
may institute and maintain in his the officer's own name as
seeh liguidating cofficer appropriate suits or actions in any
state or federal court of competent jurisdiction. He The

ligquidating officer may receive and receipt for moneys money

received on account of stockholders' liability, and any
money se paid to the liquidating officer by a stockholder in

whole or partial satisfaction of his the stockholder's

liability shai# is not be-deemed considered paid voluntarily
but shaii-give gives the stockholder the same protection to
the extent of the amount paid as if the payments were made

after suit by a creditor or the liguidating officer. The
ligquidating officer is--anthorized may, Bby--and with the
consent of the court having jurisdiction of sueh the

liquidation, ¢eo compromise, settle, and compound claims for
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stockholders' liability, and sueh the settlements and
compromises when approved by the court shail--be are legal
and binding upon all parties concerned, including creditors.

(2) (a) A** Except as provided in subsection (2){b),

all sums collected by a liquidating officer on account of
stockholders®' liability, either received from wvoluntary
payments or collected by suits, settlements, or compromises,
shail 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.

{b) 7-except--that-—the The ligquidating officer may
deduct from amounts collected the court costs or attorney's
attorney fees (speh——a:terney*a the attorney fees to be
allowed for not more than 10% of the amount collected,
provided that the 10% allowed for atterney’s attorney fees
shati may not apply to collections which that are made
outside of the state of Montana) and cother expenses incurred
by him the}offiqer in the prosecution of any action for ¢the

e s

collection thereof.

{(3) If the federal deposit insurance corporation is

appointed as the liquidating 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, Puorther duties of liquidating officer. (1)
For the purpose of this section the term "liquidating
officer™ includes every person legally empowered to
ligquidate the business and affairs of a state bank, whether
the 1liguidation is by the department or its deputies and
agents. The term also includes all receivers of state banks
gualified to liguidate a state bank under any law of this
state.

{2) The liguidating officer of a bank may 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 shaii-be are conducted, subject
to the gengral provisions of law governing venue and place
of trial.

(3) The provisions of 32-3-333--amd 32-1-551 through
32-1-553 do not impose any liability on a stockholder of a
bank which that is a member of the federal deposit insurance

corporation.”
Soction 47. section 32-1-553, MCA, is amended to read:
*32-1-553. Department to file inventory -- report

required -- _exception. (1) Phe Except as provided in

subsection (2), the department shall, within 90 days after
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taking charge of an insclvent bank, file with the district
court having jurisdiction a complete inventory of all of the
property and assets of the insolvent Dbank, such as
furniture, fixtures, real estate, mortgages, bonds, and
notes, secured and unsecured. It The department shall aise
every 6 months, or more often if required by the court, file
with the court a report showing the status of the
liquidation df the bank, the assets that have Dbeen
liquidated and collected, the amounts and manner ©f payments
made to creditors, the manner in which claims have been
handled, and the assets on hand. The report shail 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,
shatt be approved by the court.

(2) If the federal deposit _insurance corporation ig

appointed as the liquidating agent, subsection {l1) does not

aEEl:[- an
Section 48. sSection 32-1-606, MCA, is amended to read:
"32-1-606. Closed banking institutions empowered to

borrow 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 actien of the department, er by action of
its directors, ory in the event of 1its insolvency or
suspension, the department or its agenty-with-the-permission
of-the--court—-having——9Jurisdictiony may borrow £from the
corporation and furnish any of the assets of the institution
to the corporation as security for a loan from 4t the
corporation. The department upon-the--order--of--a--district
court--of-competent-juriadietion may sell to the corperation
any part or all o©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 shati EEEEIbE incorporated under
the laws of this state in accordance with and subject to the
provisions of 32-1-301 through 32-1-303, 32-1-385-through

32-1-307, 32-1-308, 32-1-321, 32-1-322, and 32-1-3257--and

32-1-353--through--32-1-3%6 or under the laws of the United
States., To the extent not inconsistent with the prowisioné
of this part, any a subsidiary trust company incorporated
under the laws of this state shaii-be is subject to the laws
of this state generally applicable ta trust companies. A

subsidiary trust company formed under the laws of the United
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States shaii--be 1is 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.*

NEW SECTION. Section 50. 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.

MEW SECTION. Section 51. codification inatruction.
[Sections 10, 11, and 13) are intended to he codified as an
integral part of Title 32, chapter 1, and the provisions of
Title 32, chapter 1, apply to [sections 10, 11, and 13].

MEW SECTION. Ssaction B2. Effective dates. {1)

[Sections 1, 7, 8, and this section] are effective on

passage and approval.

(2) [Sections 2 through 6 and 9 through 651) are
effective October 1, 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 HB0201, asg 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 Mcontana‘s banking laws since 1927 by recognizing and accommeodating the many changes that have
occurred in banking and bank requlation since that time. It provides new rulemaking authority for the Department of
Commerce to provide flexibility in the supervision and requlation 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 gualified 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. Authorized number of FTE will increase by 6 (5 traveling examiners and 1 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 natiocnal 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.

High rate of employee turnover will continue.

Costs associated with holding company regulation will be minimal.

Significant time will be spent promulgating the new administrative rules called for by the bill.

. 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 526,944 in FY94 and $24,869 in FY95. The entire
impact (modification + increase) is shown below, but only the cost increases need to be added toc what already is
recommended in the executive budget.

oo W

FISCAL IMPACT:

Expenditures; FY ‘94 FY '95
Current Law Proposed Law Difference Current Law Proposed Law Difference
FTE 20.25 6.00 26.25 20.25 6.00 26.25
Personal Services 675,231 868,032 192,801 676,587 BE9, 555 192,968
Operating Expenses 269,850 346,900 77,050 288,877 362,562 73,685
Capital Expenditures 21,300 35,100 13,800 21,300 21,300 0
Total 966,381 1,250,032 283,651 986,764 1,253,417 266,653

{continued on next page)

AR e ’/’—6/‘?3
DAVID LEWIS, BUDGET DIRECTOR DATE CHASE HIBBARD, PRIMARY EQONSOR DATE
Office of Budget and Program Planning

Fiscal Note for HB0201, as introduced

HB 20/




Fiscal Note Reguest, HB0201, as introduced
Form BD-15 page 2

(continued}
Revenues:
FY '94 FY '95
Current Law Proposed Law Difference Current Law Proposed Law Difference
Financial Institution Assessments 966,381 1,250,032 283,651 986, 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 EXPENDITURES:

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 toc Part 3 of
Title 32 eliminate the county filing requirement.

LONG-RANGE EFFECTS OF PROPOSED LEGISLATION:

Increased perscnal services expenses and operating expenses as a result of exempring the Commissioner’'s position and
increasing the number of traveling examiners will continue.

B 2os



STATE OF MONTANA - FISCAL NOTE
Form BD-15
in compliance with a written request, there is hereby submitted a Revised Fiscal Note for HB0201, ap introduced.

DESCRIPTIQON 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 gualified individuals in this
position.

ASSUMPTIQONS :

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 '95
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 35,100 35,100 a 21,300 21 0 (]
Total 1,223,088 1,250,032 26,944 1,228,548 1,253,417 24,869
Revenues:
FY 'S4 FY 95
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 requlated financial institutions will offset the increase in expenses.

(continued on next pageg)
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Office of Budget and Program Planning

Revised Fiscal Note for HB0O201l, as introduced
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Form BD-15 page 2

{continued}
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nder present law, banks are reguired to file thei
zlerk and recorder. Such activity is very infreguent and revenue to counties is minimal.

Substantial changes to Part 3 of
Pitle 32 eliminate the county filing requirement.
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APPROVED BY COMM. ON BUSINESS
AND ECONOMIC DEVELOPMENT

HOUSE BILL RNO. 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 LAWS; APPLYING GENERAL CORPORATE LAW

TO THE FORMATION AND REORGANIZATION OF BANKS; EXCLUDING
REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING;
REVISING BANK INVESTMENRTS; 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, 132-1-218,
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,
312-1-412, 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, MCA; AND

PROVIDING EFFECTIVE DATES."

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 allow state-chartered banks to operate
efficiently 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

=2- HB 201
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combination of obligations for lending limit calculation
purposes. These rules may address the puréose of the loan,
the ultimate user of the funds, the source of repayment, the
percentage of ownership cof 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 seven gsix membersy
incivding-the-director-of-commercey-or-hia-designeey-who-—is
the-—-chairman-of-the-board. The remaining-six members of the
board shai: must be appointed with consideration given banks
of small, medium, and large size and to geographical
distribution. At-ieast-one--banker--member--and--one--pubiic
ue-ber-—shaii—-be—appeineed—éron-each-eengreasionai—district
of-the-seates Two of the six members shaii must be active
officers in state banks of Montanay; one shei} must be an
active officer of a national bank doing business in
Montanar; And three shai} must be members of the public,
none of whom shati--be is an officer, director, or

shareholder of any state or national bank. The board shall

elect a presiding officer from its members.

-3- BR 2401
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HB 0201/02

{3) The members shaii must be appointed by the governor
with the consent of the senate for terms of 3 years.
Vacancies sheit must be filled by appointment for the
unexpired term, Ne A member other—-than--the--director--of
ctommerce may not serve more than two consecutive terms.

(4) The board is allocated to the department for

administrative purposes only as provided in 2-}5-121."

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

“2-18-103. Officers and employees excepted. Parts 1 and
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) Jjudges and employees of the judicial branch;

(5) members of boards and commissions appointed by the
governcr, 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

-4~ BB 201
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the authority of the state board of public education;

(10) teachers under the authqrity cf the department of
corrections and human services or family services;

{11) investment officer, assistant inveatment officer,
executive director, and three professional staff positions
of the board of investments;

{12) Eour profeasional staff positions under the board
of o0il 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 hétseracing: and

{(17) executive director of the Montana wheat and barley
committee; and

(18) commissioner of banking and financial

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

*17-7-502. 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.

(2) Except as provided in subsection (4), to be
effective, a statutory appropriation must comply with both
of the following provisions:

{a) The 1law 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; 15-25-123; 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;
$3-24-206; 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;
80-11-3190; 82-11-136; 82-11~161; 85-1-220; 90-3-301;

-6 HB 201
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90-4-215; 90-6-331; 90-7-220; and 90-9-306.

(4) There 1is a statutory appropriation toc 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 1laws 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 toc 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. Ssection 32-1-101, MCA, is amended to read:

"32-1-101. Short title -- application -- purpose. (1)
Parts 1 ¢to through S5y-inciusive; of this chapter shall be
known as the "Bank Act”.

(2) and-shaii-be The bank act is applicable to:

{a) all corporations and persons specified in 32-1-102;
and-to-such-other
{b) corporations as-shaii that subject themselves to

speciat-provisions-and-sectiena-thereof the bank act; and te
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such-other
{c) persons, partnerships, or corporations who shait by
viglating any—-of-its-provisiens the bank act become subject

to the penalties provided eheredn 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 developrent of

state-chartered banks while restricting their activities to

the extent necessarv toc 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 Statea, and foreign countries;

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

this state;

(vi} the opportunity for banks to participate in and

promote the economic progress of Montana and the United

States;

{vii) the opportunity for the management of banks to

exercigse business judgment in conducting the affairs of

-8~ HB 201
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their ingtitutions; and

{viii) modernization and simplification of the law

governing banking by providing that banks have all the

rights and powers granted corpocrations, except as otherwise

provided in this chapter.

{b} The bank act does not restrict the activitieg 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,

(¢} The purpose contained in this subsection {(3)

constitutes the standards to be cobserved by the commissioner

of banking and financial ingstitutions in the exercise of

authority under the bank act and provides quidelines in the

construction and application of the bank act."™

Section 8. section 32-1-109, MCA, is amended to read:

"32-1-109. Definitions. Uniess 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.

+¥4(2) "Board" means the state banking board provided
for in 2-15-1803.
+24{3} “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.

t33(4) “Capital®, "capital stock™, and "paid-in
capital* mean that fund for which certificates of stock are
issued to stockholders.

t43(5) *"City” means a city, town, ar municipality,
incorporated or unincorporated, that is an aggregation of
inhabitants and structures sufficient to constitute a
distinct place.

¢5¥(6) ™“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.

£63{7) “Common ownership” means the ownership, difectly
or indirectly, of BD% or more of the voting stock of each of
two or more banks by an individual, group of individuals,
entity, or corporation.

t7#3({8) “"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.

t84(9) “Consolidate" and "merge" mean the same thing

and may be used interchangeably in this chapter.

-10- HB 201



~ W N -

v N

1¢
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0201/02

t9%(10} "Demand deposits™ means all deposits, the
payment of which can legally be required when demanded.

+26¥%{11) "Department” means the department of commerce
provided for in Title 2, chapter 15, part 1B,

{12) “Division" means the division of banking and

financial institutions of the department.

t333(13) "Main banking house" means the principal place
of business cof a bank in the state.

+224(14) "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.

+333(16) "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”, opt of which
dividends are paid and reserves set aside.

+343(17) "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 sc long as such bank
has undivided profits.

+15¥%(18) "Time deposits” means all deposits, the payment
of which cannot legally be required within 7 days.

+363{19) "Undivided profits" means the credit balance of

the prefit and loss account of a bank,."
Section 6. section 32-1-211, MCA, is amended to read:
*32-1-211. Examination and supervision by department --—

divigign of banking and financial ingtitutions --

commissioner. {1} The department shall exercise constant
supervision over the bocks and affairs of all banks and

trust companies docing business in this state.

{2) ¥t Except as provided in subsection (9), the

department shall:
(a) examine, at least once every 30 24 montha, each of

those—-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

(b} submit in writing to the examined bank or trust
company a report of the examination's findings no later than
2@ 60 days after the completion of the examination.

(3) #t The department shall Ffurther investigate the

-12- HB 201}
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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) ¥t The department may examine under cath any of the
cfficers, directors, clerks,

agents, customers, or

depositors of a bank or trust company regarding the affairs

and business of the bank or trust company.

(S) %t The department may, in the performance of its

official duties, issue subpoenas and administer ocaths. 1In
case of a refusal to obey a subpoena issued by it the
department, the refusal may at--ence be reported to the
district court of the district in which the bank or trust
compan is located.r--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) 1In all matters relating to its official duties, the
department has the same power possessed by courts of law to
isaue 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

-13- HB 201

oW

-3

1¢
11
12
13
14
15
16
17
18
19

20
21
22
23
24
295

requlatory or

HB 0201/02

regquire, They shall also attend hearings and answer under
ocath the department's inguiries, produce and exhibit any

books, accounts, documents, and property it the department

desires to inspect, and in all things aid ¢ 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 emplcocyees 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

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 diem. (1) The state Dbanking bocard, created in
2-15-1803, shall elect a secretary from its members to serve

at the pleagure 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 cffice of the
department at dates and times set by the department. Special

meetings may be called by the cheirman presiding officer at

any time upon 3 days' notice to the members,

(4) A gquorum for all meetings shaii-be is a majority of
the board members, and a majority of the guorum present at
any meeting may take action.

(5) Phe-chairman-shaiti-have-a-voirce-but-ne-vete-in-—-aii
meetings-except-to-break-a-ties

t6}--Any A board member except--the-—-chairman may be
removed by the governor without cause in any case.

+73(6) 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 shaii--be are
legitimate charges of thé department.”

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

*32-1-202. Powers and duties of board. The state
banking board shall:

(1) make final determinations upon applications for
certificates of authorization for new banks, branch banks,
mergers, consolidations, and relocations 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-commeree as the duties and

powers relate to banking."

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

"32-1-218. Department to make rules. (1) The department
may promulgate reasonable rules and orders concerning
bookkeeping and accounting by state‘ banks, including the
keepihg of reasonable credit information, informaticn 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 ordera and

declaratory sEatements, disgseminate information, and

exercise its discretion to effectuate the purposes,

policies, and provisions of this chapter."

NEW SECTION. Section 10. Reliance on order — limit 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, c¢ivil, or administrative
liability for the action if a subseqguent decision by a court
of competent Jjurisdiction invalidates the rule, order, or

declaratory statement. In 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. Examination of holding
companies 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

resclve 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) (a) The
report and any information contained in the reports and
statements provided for, other than those reports which are
required to be published, shail 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—-shal:* the reports and

statements may be used by the department only in the
furtherance of its official duties.

(b) 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 or-proesecuting-officiais-who-requesat

¢+e 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 ehias gubsection [1)(b), be
imparted to any person not officially associated with the
department. The infeormation shait* must be used by the
department only in the furtherance of its official dutiess
except—that-the-department-may-exehange—-information-with-the
federai-banking-departnent-and-departments-of-—other--states
and--may—-furnish-—information--to-prosecuting-officiats-whe
reqnite—it—éor-uae—in—patsuit—oi-officiai*dutiés. 7

(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 shait must be removed from office
and is also guilty of a felony. Upon conviction, he the
person shall be fined an amount not exceeding $1,000, or

imprisoned in the a state penitentiary correctional facility

for a_ term not exceeding 5 years, or both €£ined-and

imprisoned.”

-18- HB 201



@ N ;oan

¥-]

10
11
12
13
14
15
i6
17
18
19
20
21
22
23
24

25

HB 0201/02

NEW SECTIOR. Section 13. applicability of corporation
law. {1) Except as provided in subsection (2), 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,

{2) The provisions of 35-1-114, 135-1-115{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.

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

®"32-1-301. Organization and incorporation -- articles
of agreement incorporation. (1) Any-three-or-more-parsons A
person desiring to asseeiate--themseives—-tagether--for--che

purpose-of-becoming organize a banking corporation te-engage

in—-any--one--or——more-or—-aii-of-the-businesses-mentioned-in
thia-chapter shall sign--and--acknewiedge;--in-—-the--manner
provided--for--the—-acknowiedgnent—-ecf-deeds-of-reai-estaces

artiecies-of-agreemene-which-shalt 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 1. The articles of

incorporation must set forth:

(a) the ecerparate-name--of--the--proposed-—-corporatciony
whieh-—-may—-not-be-the—name-ef-any-ather-cerperation-granted

and-then-doing-business-of-a-simitar-character—in-this-state
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or-any—in&tetien-ef—a—nauer—pruvided—thnt—it——is—-iavfui--to
nse*the-naae—used—by-aay—eorperntien-previeusiy-incerperated
and——deing——buaénenn--in——the—stnbe—ai—!ontanl-bat-whieh*has
been-disincorporated7-iiquidaeedy-diuunived1—nnd—is-ent§reiy
eut-of—busineas:—a—banking-earperatien--ny-nae-adopt-er-—use
the—name-eﬁ-any—other—banking-eerpﬂration-or-aseeeia!ionr—er
of-—-any-—-friendliv--asseciation: 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-anonnt—of—the-ctpital-steck-af—the-cerporntionr

‘the-nunher-of-ahnres—inte-which—ie-is—ee-be-dividedr—and~the

par——veine--of-—shnres:—the—nneunt-e!—eapitai-seeeh—aetuai}y
snhscribed—in-geod—£nith~-t-the-eine-ei-the-ségnéng-woi——EHe
articies-—af——-gree-entf-and-ehe—a-eunt—of-the-eapieai-stock
actuaiiy—paid—up-in—iavfui-neney-oé-the—United-seates-and—én
ehe—cuatady-of-aene—hanhing-inseieueéon——designated——ea——the
depesitory--ef——ehe-—neney-untii-ehe—propo-ed-corparatian—is
fnily-ergani:ed-end-authori:ed—eo—engage-in—buséneusf

t4) the names and places of residence of the several
initial shareholders and the number of shares subscribed by
each;

te3{d) the number of the board of directors and the
names of those agreed upon for the first yearv-®he-articies

nay—previde-ehat—the—nuuher-of-—directera--eiected——at--ench
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annuai--meeting-shati-constitute-the-board-for-the-yeary-aii
vaeaneies—to—be-ii}ied-by-the-heagd-tnking-the--actieny—-nnd
aiso-—nay-—previde-*that--n-—majeeihy——oE--the-Euli-heard—cf
trustees-may-increase—the-number-of--the--directors--of-—the
bank;--not--exceeding--twoy-—and-appoint-peraons-to-£iii-the
resuiting-vacancies-between-meetinga-of--che--seockhotders<;
and

tfy(e}) the purpose for which the assoeiation—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 provisiona required therein in

subsection (1), the articles of incorporation may also

contain provisions nee-incensistent-with-iaw--regarding-—the
eiinénation—-or—-iinétntien—-ei——the-persenai-iinbiiity—ei—a
director-to-a-cotporation-or-ita-sharehotdera--for--monetary
damages-for—breach-of-fiduciary-duty-as-a-directory-excepts
tay—-for—-breach--of --a--divectoris-duty-ef-loyaity-to-a
corporation-or-its-sharehoiderss
tby--for--acts--or--omissions--that—-constitute--witiful
misconducty—recklesanessy-or-a-knowing-viotation-of-taw;-or
tey--for-a-transaction-from-which-a-directer-derives—-an

impreper-personal-benefit 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 asscciation, and the

corporation name must comply with 35-1-30B(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 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

approval from the department authorizing the proposed

amendment or restatement.

(6) Por banks organized befcre [the effective date of

this section], articles of agreement are congidered articles

of incorporation.™

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

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

agreement-shall 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-thias

state the business specified in the articles of agreemene
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incorporation within this state.
{2) Upon the presentation of the proposed articles of

agreement 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. ¥+ 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®,
*gsavings", or *"investment" in conjunction with any other
word or words, resembles sc 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 shaii must be transmitted 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. Amsount of capital. t3*y The division, in

congsultation with the board, shall determine the appropriate

level ameunt——of--the--common--and--preferred--stock--of--a
commerciat--bank--shati--net--be——1esa——chan-3257600y-and—in
addition-thereto-there-shaii-be-created--a--surpius--ef--net
tess--than--105-——of--the-amcunt—of-the-capital-stock-of-said
bank7-which-satd-surpius-and-capitat-stock-shaii-be-paid--up
in-—-cash--and--deposited-with-some-bank-or-banka-at-the-time
the--appiication--is--made--to-—-the—---departnent———for of

capitalization of the proposed corporation prior to the

isguance of the certificate of authorization hereinabove
mentioned.
t2y—-A-commerciasi-bank-harving-its-pirace-of-bnsiness-in-a
city-—or--cown--of--more--than--27000--and--teas—-than-4,800
inhabitantay-as-discioned-by-—the—-iast--authorizred-—censusy
shaii--have--a--capitai-stecik-of-not-iess-than-938,;688-and-a
surpius—-of—-104--of--the--capital--stoek--as---hereinbefore
provided:--A-commereial-bank-having-itas-piace-of-bBusinesa-in
a-city-or-town-ef-more-than-47088-inhabitantasr-as—-dinciosed
by-the-tast—autherived-censusr-shati-have-a-capitat-scock-of
not--iess——than--§507000-and-a-surplus-of-104-of-the-capital
steek-an-hereinbefore-provideds
33--The-amount—of-the-capital-stock-of-a-savings—-banky

trust--companyy-—-or-—investment--company--shati-be-£fixed-and
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timieed-by-the-articies-af-agreement-and-shati-be-—not-—ieas
than-—-5:8087000-—or-pore-chan-918-mitliony-ef-which-amount-at
tease-516007000—munse—be-subscribed-and-fully-paid-up-in—-cash
and--on--deposit--with-seme-bank-or-bankas—in-this-state-when
the--appticacion-—-is——pade--to--the---department---£for——-the
certificate—-of--anthorization--hereinabove--mentioned=—-Fhe
remainder--of-the—authorized-capitat-stock-may-be-subseribed
and-paid-in-at-such-times-and-under-such-requiaticna-as--ehe
board--of--directars--ef-such-corporation—-may-determiner—Fhe
shnres-of—the—cunﬁon—eapitai?stock-oi—aii—banks—shaii—have’a
par-vatue-of-3160-or-such—-iess-amount-as-may-be-provided--in
the—-articteas-——-of--incorporationy-provided-chat-thia-chapter
shalii-net-regquire-any-bank-in-existence—and--doing--businesas
to-increase-ita-capttai-stock:"
Section 17. Ssection 32-1-308, MCA, is amended to read:
"32-1-308. Bylaws. ti)y-The-persons-signing-the-articies
af--agreement--shati-at-their-firat-meeting-adept-bytaws-fer
the-government-of-the-corporationr-which-byiaws-may--provide
fors:
tay-—-the-—-timer——-placey-—-and--manner—-of--eatiing--and
cenducting-the-meetings—of-the-corporations
thy——the-nunber-of-stockhoiders-conatituting-a-quorums
tey--the-mode-ef-voting-by-proxy:
td}--the-time-of-the-annuai-eiection--of--dirseccoras--and

the-mode-and-manner-of-giving-natice-thereofs

-25- HB 201

12
13
14
15
16
17
18

19
20
21
22
23
24

25

HB 0201/02

tey--the-duties-of-officers;

tfy--the--manner-of-election-and-the-tennre-af-office—af
ati-cfficers-other-than-the-directors;

tg¥--suitable-penattiea-for--viotation--of--byiaws;—-net
exceeding-in-any-canse-5180-for—-any-one-offenses

t2y The bylaws adepted must be certified by a majority
of the directors and the secretary of the corporation and
recorded in the book of bylawsr-whieh. The book shaii must
be open to the public inspection eof-the—-pubite during the
office hours oE—-ea:h——dny—-eucept“hbiidays. A copy of the
bylaws shatt must also be transmitted to the department. Fhe
bytaws-may-be-repeaied-or-amended-or-new-bytaws--be--adopted
at--the-—-annuai--mestinga--or--at——any--other-meeting-of-the
steckhoiders—caiied-for-that-parpose-by-the-directorsy;-by--a

vote—representing—two-thirds-of-the-subscribed-stocks;-or-the

‘power--to--repeat--and-amend-the-bylaws-and-adopt-new—bytaws

mayy-by-a-simitar-vote-at-the-first-meeting--sr--any--ansual
meetingy-be-detegated-to-the-board-of-directorss™

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 shai}
must be managed by a board of directorsy consisting of not
less than three ¥n-numbery-of--whem--a¢ persons. At 1least
two-thirds of the board must be residents of Montana.

Directors need not be shareholders of the corporation unless
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required 5! the articles of incorporation or bylaws seo
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 shat® must be elected for a term of 1
year at the annual meeting of the stockholdersy—which-shaii,.

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 se elected shall hold their office until the

a2

s 4 day--of the—-éoiiewing——ann&ary-or~nneii—others

successors are elected and qgualified. Every director shall
take and subscribe an oath that he the director will
diligentiy 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 shat} must be made in duplicater;
one copy of--which-—shaii must be transmitted to the

departmene and filed in-ies-office with the department, and

one copy shat: must be kept on file in the office of the
bank.
t31--!n-—ease——ai-deneh—cr“resignatéen—oﬁ-ane—or-nore‘of

the-directarsy-the-vacaney-shati-be-£5tted-by-the-board--and
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the-—direectora—sc—appointed-ashaii-hotd-céfice-untii-the-next
anngai-etections"
Section 19. section 32-1-325, MCA, is amended to read:

*32-1-325. Selection of officers and employees -
minutes of meetings. (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 whiech that they
may from time to time consider to be tc the best interest of
the bank and fix their compensation. The president shai}
must be chosen from the board of directors.

{3) The board of directors shat¥-—-alse--etect—a
secretaryy—-who shall keep a correct report of the meetings
of the beoard and of the stockholders in a book kept for that
purposey-which. The minutes shaii-partieuniarty 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 shait must be subscribed to by the

presiding officer and secretary the person responsible for

preparing the minutes. The minutes shai: must be read and

approved at the following meeting of the board of directors,
and the minutes of the following meeting sha*t must show
that fact. The minute book shaii must be kept in the main

office of the bank at all times and shaii must be presented
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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
eéch 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. sSection 32-1-339, MCA, is amended to read:

®32-1-339. Right of examination by stockhclder. No A
stockholder of amny a bank incorporated under the laws of
this state who is not a director shaii-have-the-right-to may
not inspect the books and records of mmeh the bank showing
its transactions with any-ef-its-customersr a customer. bue
any--such A stockholder shaii-have-the-right-to may inspect
during-business-houra-the-generat-statement-bsok-shewing-the

generak-assetn-and-tiabiisetes the books and records of such

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 a vote of
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two-thirds o©0f the stock in-person-ee-by-proxy, 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-cepital-stock-when-issued-by-a-bank-against—ien
surpius——and--undivided--profita--may--be-issued-without—the
rayment-of-cash-for—itry-but—it-shali-—be--charged--upen--the
hooks—*oi-the—bank-and-in—the—statenents-ef—the—bank—ngainse
surpius-and-undivided-profits-so-thae-the-combined--capitaty
surpiusr--and--unaivéded—*proﬁibs——aee——net--redneeé-—hy-the
iasuance-of-the-new—stocks

t5+ 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. xes Departmental action shati-be ig final,

and written notice of tt-sha*: the action must be given to
the bank.

fﬁf-—ii—-the~—depattnent-appreves—oi—the-issunnce—of'che
new-ateck-and-so-notifies-the-bank;-the-bank-shaiti-cthen-fiie
a-certificate-of-issuance-with-the-county-cierk-and-recorder

of-the-county-in-which-the-bank--is—-located—-amnd--with—-the

-30- HB 201



w0 -] -] (- (5. ] L

10
11
12
13
14
15
16
17
18
19
20
2%
22
23
24
25

HB 0201/02

secretary--of--states--Hpen-the-£filing-with-the-secretary-of
statey—the-increase-becomes—effectives"”

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

®32-1-361.  Change from state to national bamk. (1) Any
A 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 therecf", approved June 3, 1864, and under
Title 52 of the Revised Statutes of the United States, when:

(a) stockholders owning two-thirds of the stock of the

bank have--veted vote to become such a national bank

corporation or have--exeented execute a written consent
authorizing its directors toc make the certificate required
therefor by the laws of the United States; or

{b) when a majority of the directors of the bank,
maving--been authorized in their discretion to make the
change, shall; by a vote of the majorityy decide to become

sueh a national bank corporation.

{2) The cashier of the bank shall;:
{(a} publish notice thereof--for-30-days of the change

once a week for 4 consecutive weeks in the newapaper which

that the directors select; and
{(b) send a tike printed notice by mail or otherwise to

all nonvoting or dissenting stockholders; and
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{c) 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. Reorganisation of national bank as state
bank. (1) Any A national bank that is authorized to
dissclvey and which-shaii-have that has taken the necessary

steps to effect dissolutiony may reorganize as a state bank

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

the capital stock of auweh the bank and with the approval of
the department. The stockholders shall make, execute, and
acknowledge articles of incorpeoration as reguired by the
laws of the state of Montana and shall set forth therein in

the articles of incorporation the written consent of sueh

the stockholders. Upon the filing of said the articles as
provided by law and upon the approval of the department,
such the bank shaii-be-deemed-teo--be is reorganized under
this chapter, and thereupon all assets, real and personal,
of suek the dissolved national bank shaii-be are vested in
and become the property of sueh the reorganized state bank,
subject to all liabilities of sueh the national bank not
liguidated before such the reorganization.

(2) The cashier of the bank shall:

(a) publish notice ocf 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 corporation under the laws of Montana."

Section 24. Ssection 32-1-402, MCA, is amended to read:
"32-1-402. wWhen advertising as bank prohibited -~ trade

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

Eirm, 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
ce}tificate to do a banking business from the department,
may not:

(a) advertise that he the persocn or it entity is
receiving or accepting money or savings for deposit,
investment, or otherwise and issuing notices or certificates
of deposit therefer; 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 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) ¢$hae The person, firm, company, partnership, or
corporation, domestic or foreign, may not use or circulate
letterheads, billheads, blank notes, blank receipts,
certificates, o circulars, or any written or printed or

partly written and partly printed paper papers whateverr

having--on-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) That 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 1leads the public to
believe that its business is that of a bank, savings bank,
trust, or investment company.

{(4) (a) A person, firm, company, partnership, or
corporation, domestic or foreigny that is not subject to the
supervision of the department and not reguired 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 businessy may not transact business under a name or

title which that 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. Nething-contained--in-—-this

This section shai: does not prohibit the use of the word
"bank" in the name or title of any bank holding company
registered with the board of gqovernors of the federal
reserve system pursuant to Title 12, United States Code,
section 18447——end——sueh——use--of-the-werd—'banh"—is-hereby

antherized.

{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, dJdomestic or foreign, viclating 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 the 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 s8ection ar 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 eqguity and justice require.”
Section 25. Section 32-1-412, MCA, is amended to read:
»32-1-412. Borrowing money —— limitations. {1) A Except

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

except to meet its sgeasonal reguirements or unexpected
withdrawals. At-no-time-shaii--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 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
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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
Eompany 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 uge in fipancing 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

-- rulemaking authority. (1) Ne Except as provided in

subgsections {2) and {3}, a commercial or savings bank sha%?

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 acgquisition
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 shaii must be sold by the

bank within & months thereafrer after purchase or

acquisitiony 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 s0ld for the best price obtainable by the
bank within 1 year after sueh purchase or acquisition, or if
the stock is unmarketable, it shat® mugt be charged off as
an investment loss, which shaii--be is equivalent to the
stock's sale. Bvery A person or corporation violating any
provision of this section shall forfeit to the state twice
the nominal amount of sueh the stock.

(2) Netwithseanding--subsection--{i}yy-—a A bank may
acquire and hold for its own account:

(a} up to 20% of itsrcapital and surplus in the capital
stock of a bank service corporation organized sclely for the
purpose of providing services to banks;

{b) shares of atock of a federal reserve bank, without
limitation of amcunt; 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 5% the limit

established by the department of its unimpaired capital and

surplus in shares of stock of:
(a) the federal national mortgage agsociation;
(b) the federal home loan mortgage corporation;
(¢} 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 may purchase,
hold, or convey. (l) A bank arganized under the proviaions
of this chapter may purchase, hold, or convey real estate
whieh that:

{a) is mnecessary for its accommodation in the preper

transaction of its business, but it shaii may 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

Eixtures, wvaults 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

subgsections (l}(c)} and (1l)(d) of-this-seetien 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 ahati pust be carried on the
books of the bank for an amount not greater than its cost to
the bank, including costs of fareclosure and other expenses
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. Investments of financial inatitutions. ti}
Prust-and-investment-companies-may--lease;—-purchaser—-holdy
and——eenvey—aii—rea}—or—pe!uouhi—properby—neeesaary-EQ-elrry
on-their--avthorized--busineas;—-as--wveli--as-—the--reat--or
persenai-property-the—board-ef-directors-coasiders-necessary
to—acquire—in-the-enforcenent-or-settiement-of-any-ciaims-or
demands-arising-cut—-of-business-transactions-and-may-execute
and--issuer--in--the--transaction--of-——their--businessy—-ai
necessary-receiptar—certificatesy-and-contracess

t24--Phe--board-of-directors-of-a-cerporation—may-invest
the-capiteti-and-asseta--cf-—the--corporation--and--kcep—-the
capitai—-and-aasets“inveated—in—secnritien—tu;be-npproved-by
the-beard;-and-the-board-may-make-investmenen-pf-ita-capitai
and-assets-and-of-the-funds——accumuiaced--by--ita--buaineaay
inciuding—--moneyyr---depositsr---or--any--part——thereofr——in

negotiabie-or-nonnegotiabie-notes--or--bondsy--mortgages--on
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unencumbered-—reat-estatey-stoeks—-and-bonda-of-corporationssy
or-bonda-and-warrants-of-any-county;-cityr-towny--er--achool
districe—-of-—this——state--or--any-other-state—of-the-nited
Stakes-iegaiiy-anthorized-to-issue-the-bonda-or-warrantsy-or
bends-er-ebliigatiens-of-che-dnited-Stateas

+33(1l) Notwithstanding other provisions of the law, it
ia lawful for a bank, trust company, investment company Of
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
administratoer and in obligations of national mortgage
associations; and

{(b) DUnited 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. 80a-1 through 80a-64), as
amended, if:

{i) the portfolic 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 custcdian,

t4+(2) An--investment-in The department shall publish a

list of the permissible type of investments in United States

government obligations as provided in subsection ¢t33tb)--may
not-be-made-for-a-term-longer-than-5-years (1}."
Section 29. sSection 32-1-432, MCA, is amended to read:

*312-1-432. Limitations on loans —- rulemaking. (1) (a})

The total 1lcoans or extensions of c¢redit to a person,

partnership, or corporation by a bank, including loans to a
partnership and to the severat members thereef of the
partnership, shaii--at--ne--time may not exceed 20% of the
amount of the unimpaired capital and surplus of that bank,
{b) The discount of bills of exchange drawn jin good
faith againat actual existing values, the discount of
bankers, acceptances of other banks, the discount of
commercial or business paper actually owned by the person
negotiating ity and the cbligations of the United States, or
general obligations of any state or of any political
subdivigion ¢hereof, or obligation obligations issued under
authority of the Federal Farm Loan Acty 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
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or invested er—te—ioans-nade-on--arehouse—reeeipto-and-bi&is»

of-viading1-—when-the—uareheuse-receépts-and-biiis—ef-!ading'

cover—nonperishabie-commodities-of-the-marketabie-—-vatue—-of
at-least-1208—cf-the-amaunt-ioaned-on-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 oOr bby
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. o

(2) The combined liabilities of the several members of
a firm, partnership, or unincorporated association to the
loaning bank shai** must 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 sha:l 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 1liabilities

of the limited partnership for which the limited partner is
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free from liability shaii 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 1limits
and within the time it prescribes.

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

- extent that the loan or extensicn 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 agteeneﬁts to take over or purchase such the
loan made by an agency or board of the state of Meontana
authorized by law to provide such guaranties, commitments,
or agreements.

{?) The department may adopt rules to carry out the

purposes of this section.

[8) For purposes of this section, the terms "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 commitments."

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

*32-1-446. Safe deposit department. Any A bank may
conduct a safe deposait departmgnt but-shaii-not-invest—-—-more
than--sne-tenth—-of—-ies—-capital--and--surpius-in—such-safe
depesit-department. The liability of "any bank for the
safekeeping and protection of the contents of safety &eposit
boxes shati-be is determined by the contract endorsed on the
receipt delivered to the renter of aamid a box at the time of
the rental, but in any event the obligation of the bank
shati-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 amen&ed to read:

®32-1-452. Dividends, surplus, losses, and bad debts.
(1) The directors cf any a bank may, at certain times and in
sueh the manner as its bylaws prescribe, declare and pay
dividends to the stockholders of 80 much of the net
undivided profits of the banks as may be appropriated for
that purpose, but every bank shall, before declaring any
sueh dividend, carry at least 25% of its net earnings for

the period covered by the dividend to its surplus, until
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such the surplus shaki-amcust—-to is 501 of its paid-up
capital stock. The whole or any part of sweh the surplus may
at any time be converted into paid-in capital, and-in-soch
event but the surplus shaii myst be restored in--che--manner

above as provided in this subsection until it amounts to 50%

of the aggregate paid-up capital stock. A larger surplus may
be created;-and-nething—herein-contained-shaii-be-construed
as-prehibitory-thereof.

(2) No A dividend shait larger than the previous 2

vears' net earnings may not be declared or-paid-white-there

shail-remain-among-the-iedger-assets-of-the--bank--any--item
which--shaii--preperiy--be--ciassified-as—-a-bad-debt without

giving notice to the divigsion, Under--the--terms—-of--this

section-and-before-any-dividend-can-be-patdy-aii-debes-due-a
bank—-on--which-—-the--interest--is-past-due-and—unpaid-for-a
period-of-iz-menths-afcer-maturityr-uniess—-che-same-be--weil
secured-or-in-iegai-proecena-of-cotiectiony-and-aii-Judgments
heitd--by--the-bank-after-2-years—-from-the-date—ofé-renditiony
exctusive-of-time-consumed-in-appeai;-unieas--paynents--have
been—-madey-shaii-be-considered-bad-debts:-Such-bad-debts-as
hereinbefore-defined-shaii-be-charged-off-the-bookas-of--such
bank-before-any-dividend-is-dectareds

(3) Losses sustained by a bank in excess o0f its
undivided profits may be charged to and paid from the

surplus, in-which-event-such but the surplus shait nust be
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restored in the manner abewe provided in subsection (1} in

the amount required by this chapter.”

Section 32. section 32-1-455, MCA, is amended to read:

"32-1-455. Reserve requirements. (1} A bank, except a
reserve bank, shall maintain at all times a reserve of that
percentage of its deposit liabilities as shalli-be-determined
by-the-department-an-provided--in—-this--seetion;——of——whieh
reserve-—a--portion-the-board-of-directors-may-determine-may
be-an-deposit-in-hanka-—annreved-by-the-deparement-as-reasrve

banks required by the appropriate federal requlator.

(2) The department may establishy--raiser--er—--iower
reserves—-which-shall-be-maintained-on-demand-deposits-and-on
time-depesits-as-in--ita——judgment-—banking--conditions—-nmay
Justify--Fhe-power—to—establishy-raiser-or-lower-reserves-ia
iimited-to-a-percencage-of-deposits-not-in-exceas-of reserve
requirements which--may--be-—estabiished-for-banks-that-are
menbers—-of-the-federai-reserve-system-and-not-iess-chan—-354%
of——thaag-—reaerve——require-ents—-Eor-membera—ef—the—éederai

reserve-asystem if the federal regulator discontinues reserve

reguirements.

{3} A bank approved by the department as a reserve bank
must shall maintain at all times maintain a reserve of--the
percentage--ot-percentages as the department shaii-determine
from-time--to--timer--which--shati--not--be--ieas--chan--the

percentages---specified--in--this--section--of--ies--deposit
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ritabilitienr-of-which-a-pertion—the-board-of--directors--may
determine—~pay--be--en-—deposit——in--barks—-approved--by—the

department-as-reserve-banks requires by rule.

(4) A solvent bank of good repute having a full paid-up
capital and surplus of-§3067008y as_ the department requires
by rule and doing business in this state or any other stater
may be designated by the department as a reserve agent for
Mcontana banking institutions. The approval or designation
may be withdrawn or withheld at any time by the department
for cause.

(5) #t-shati-be-the-duty-of-any A bank whose reserve
shaii drop drops below the legal requirements to shall
report the matter to the department immediately and as often
thereafter as the department shaii--ask aske for maid a
report.

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

required-by-this-sectton legal requirements, 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.

{7) In arriving at deposit liabilities with regard to
bank deposits, the net balance of amounts due to and from

other banks shal3i--be--taken must be used as the basis for
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ascertaining the deposit liability to banks against which
reserves shati-pe are carried.

{8) Howeverj--a--compiiance Compliance by member banks
with the federal reserve banking laws, rules, and
regulations shati--be--heid--to-be-a is compliance with the
reserve requirements and conditions of this chapter aﬁd
entitles those federal reserve member banks to the rights

and privileges accruing from compliance with this chapter.”

Saction 33. section 32-1-485, MCA, is amended to read:

%32-1-465. Overdraft-by Limit on loans to officer,

director, or employee----receiving-personal-profit-frem-ioan

principal shareholder. {1} An Except as provided in

subsection (2), a ﬁank may not extend credit to an officer,

director., agenty--teiiery——citerk; or employee principal
shareholder of-a-bank-is-guilty-of--a--misdemeanor--if--that
persan:

tt}——kneuingiy——oveedravs-his-acconnt—wieh—sueh—bank—and
thereby-obtaina—the-moneyr-notesy-or-funds-of-any-such—banks
or

fﬂf-—esku-or-receives-ar-canaenba-or-agrees—-to-—receive
nny--eenniasiony--pre-inn—un-ineurnncer—emoiunentv-gratuieyr
rewardr—meneyf-prepertyr—or--tﬁing——of——vaiue--for-—hiu--own
peraenai*—beneéie-—or--pefsenai——advantage--ior-praeuring—ur
endeavering-to-procure-for-any-persony-firmy-or--eorporation

any——ioan——Eron——ar—-the--purehnse—ar—diucaunt-oi—any—paper7
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notey-drafts-checky-or-bitt-of-exchange-by-such-bank-or--for
avtherizing--and-permitting-any-perssn;-firmy-ar-corporation

to-sverdraw-any-acceunt-with-such-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

surplus.
{(2) A member bank with depcsits of 1less than §100

million may by resolution of its board of directors increase

the general limit in subsection {l1) 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 consiatent 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‘'s lending to officers, directors, and

principal shareholders as a percentage of the bank's

unimpaired capital and unimpaired surplus as of the date of

the resclution;
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{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 managing officer br director. (1)
Ne A bank shai:* may make--a-ioan extend credit to any a
managing officer eof-such-bank-without-taking-good-coitaterai
or-other-ampie-and-specific--security--therefor:--When--such
iean or a-ioan-made-te-a director of such the bankr-banking
institutionsy-or-erust-company-exceeds:

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

managing officer's or director's children;

{b) in any amount 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 cfficer or

director after the extension of credit; and

(c) for any other purpose not specified in  subsections

{1)(a) and (l)(b) if the aggregate in amount of locans to

that individual under this subsection (1) does not exceed at
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any one time the greater of 8% 2.5% of 4ts the bank's

capital steckr-it-shaii-not-be-made-untit-first-approved-by
a——majeritr--of--the—-atreetoea——o!-——such—--bankr——-banking
institutiony--er-—trust--company;--which--approvai--shati-be
entered—upon—the—reeerds-ei—such-bankr—and—the*signatares-of
n—-ajezity—af-the-board-oé-directers-approving—snne~ahnii—be
attached-thereto—and-be-and-remain--a—-permanent--record-—of

anch——bank and uniwpaired surplus or $25,000. However, in no

event may the aggregate amount of loans to the individual

exceed 5100,000.

{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 312-1-484, MCA, is amended to read:

*32-1-484. Bylaws--regarding--banking Banking hours and
business days. tiy-At-any-reguiar-or-speciai-meeting-ef--its
board--of--directorsy-any A banky-as—herein-definedy-and-any
nationai--bank--or--natienai--banking--associatien--and--any
federat-reserve—bank mayr-at-any-timey—enact—or-amend-bylaws
to provide for its banking hours or business days er—--to
ehange—-——ita--banking--hours--sr--business--days;-—inclading
remaining-ciosed-er-ciosing-on-any-Saturdays:

+#}~--Any-such-bank-enacting--a--pytaw--or--amending--any

bytaw--with--respece—-to--such--subjece-matter-shati-give by
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giving reasonable notice to the public of-the-enaccmenc-of-a
new-bylaw-or-gmendment-of-bylaws-byst
fni--poaeing-an-announeement-in-the-lebby—of--the—-bank7
ineorporating—-the-texe-of-the-bytaw-or-cf-the-amended-byiaw
and-advising-of-the-date-the-same-becomes-effective;—or
tby--maiting and providing a copy of sueh the notice to
each--of-the-bankis—customers-as-of-the-date-of-the-adoption
ef-such-byiew-or-amendment;-and
tey--in-addition-te-pesting-or-maiiingy-publtishing-—such
notice--not-—ieas——-than-once-in-sach-week-for-2-weeks-in-any
newspaper-of-generai-circutation-in-the-county-wherein--such
bank-has-ies-officesr
+33--in--any—-event--such-—-notices--whether--pested--and
pubiished--er--maited-and-pubiishedy;-shati-be-given-at-ieast
14-days-in-advance-of-the-effeceive-date-—-of-—the-—-byiaw--or
amended-bytaw the department."”
Section 36. section 32-1-507, MCA, is amended to read:

*32-1-507. Power of closed banks to borrow money from

governmental agencies. (1) 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-notwithstanding-any-ether-tawy 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
liguidation. As security for the loan the liguidating agent
may pledge cr 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 ligquidating agent, the reporting and

district court approval requirements of subsection (1) do

not apply."
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 st-onece, personally, by
mail or by wire, all corresponding banks and all persons or
corporations known te-it to be in possession of any of the

estate of the bank."
Section 3B. section 32-1-515, MCA, is amended to read:
“32-1-515. Powers of department 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 meneys money due to that the bank and to do
these other acts necessary to conserve its the bank'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, in-its-discretien-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 bank, ‘and the speedy and economical
ligquidation of the assets and affairs of the bank, amd the
payment cof ¥ts creditors, or #fer the reopening and
resumpticn of business where when that is practicable or
desirable.

{3} %t The department may institute, in its own name or
in the name of the bank, +these--suits--and-other 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
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 banky con consent of the court.

(b) In the court proceedings the bank shaii must be
made a party by notice issued on ocrder of the court or
judge, in place of summons, and served upon soeme an cfficer
of the banky if there is any an officer in the county. 3#€-ne
officer-can—-be-found-in-the-countys—then-the-notice-shati-be

posated-in-three-pubiic-places-in-the-county-for-at-iteast--1é
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days-before-the-day-of-hearings
tey--Fhe-—hearing--of--an-appiication-or-petition-by-the
department-may-be--had--at--any——timey——either--in--term--or
vacation——in--court--or-in-chambersy-as-the-court-may-ordery
pfter-the-bank-has-had-5-dayst-netice—of-the-application-—-or
the-notice-has-been-posted-for-at-ieast-10-days~

{s) If the federal deposit insurance corporation is

appointed as the liquidating agent, subsection (4) does not

apply."

Section 39. Section 32-1-51B, MCA, is amended to read:
“32-1-518. Compensation of agents and attorneys. (1)

Fhe 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
liguidation and distribution of a bank whose assets and
business have been taken possession of by the department
shait must be fixed by the department;-—but--subject--te
epprovai-by-the-judge-cf-the-district-court-af-che—county-in
which--the--~bank——ia--iecated;--on--notice--of-the-bank. The
department shall, upon written request of the distriet
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 shai} must be fixed and approved before services
are rendered. When--the--compensation--has--been-fixed-and
approved-and-the-services—-rendered;--the The compensation
shai} 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) 1f the federal deposit insurance corporation_ is

appointed as the liguidating agent, the reporting and

district court approval requirements of subsection (1) do

not apply.*

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

®32-1-531. Motice to creditors of insolvent bank. (})

Phe Except as provided in subsection [(2), the department

shall give notice by advertisement in a newspaper of general
circulation in the town or clty in which the bank is
situated, if there is one, and, if not, then in some cther
newspaper published in this state, which the department
shall designate, once a week for 2 successive weeks. The
notice shat} must 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 a 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 shail 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 corporation is

appointed as the liquidating agent, the provisions of

subsection (1) 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, Claims —- 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 pricrity
allowed lower than that claimed, notice shaii must be given
the claimant personally or by certified or-registered mail
and an affidavit of the service of the notice, which shaii
be is prima facie evidence of service, shaii 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 to-fix-the-ameunt
ef-the—eiai-—and—iEs—erder—ui—priority-ar—either. An appeal
from the department's allowancev—either—as—ta-prioriby—ot
amounty may alsc be taken to--the--district--court--of--that

county 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 corporation is

appointed as the liquidating agent, the provisions of

subsections (1) through (5) do not apply and notice to

creditors must be given pursuant to federal law."

Section 42. Ssection 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 liguidated
by the department shaii-be is as follows:

(a) the expense of ligquidation, 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 dJdepesitorsy or holders of cashier’'s

checks, certified checks, contractusi--iisbtiitiesy and
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drafts on correspondent banks, including protest feesy 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 depecsits 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, ox
public corporation of this state, whether secured or
unsecured or whether deposited in wviolation of law or
otherwise, are inciuded within the terms of this subsection
{1)(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 cloaing of the bank, shail
be is considered as part of the debt due.

{e) interest on the classes of claims contained in
subsections (l)(a) through (1)(d)} af--ehis——seetion without
regard to the priority computed from the date of closing of
the bank at the rate of 7% a year;

{£) unliquidated claims for damages and similar claims,
including claims of stockholders for amocunts claimed to have
been voluntariiy advanced to the bank or paid in by way of

special or volustary or other assessments.

{2) The department may, in its discreticn, without
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regard to the priorities fixed in subsections (1)(c)‘through
{1){f) sf-this-section 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 1liens by
mortgage or otherwise. ¥t The department may aksey—in-its
diseretiony create a Ffund or retain in--its--hands, 1in
preference to the claim of any creditors in subsections
{(1)}{¢) through (1}(f), money for those purposes.

{3) cCollateral that has been put up or pledged as
gecurity for the payment of bills payable by a bank or loans
or discounts that have been cutstanding 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 which that is in the possession of the department may
be offset against any indebtedness (subject to the
conditions of subsection (3) eof--this—-section), 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 unclaimed funds. (1) The
department shall certify to the state treasurer a complete
list of funds remaining with it that are uncalied fory and
that which have been left with it in its official capacityr
in trust for depositors in and creditors of a ligquidated
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, #t the department shall transmit teo the
state treasurer the funds, with accumulated interest on
them, whieh that it has so held in trust for & months. A
copy of the certificate shait 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 of-this-state.

(3) A depositor or creditor of a liquidated bank who
has not been paid the amount standing to his the person's
credit as thus 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 his
identity and of the amount due him-by-the--liquidated--bank.

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.ry-whichy-¢f--de—— If
the department approves the claim, it shall tranamit pay the
claim to the 3iegisiature-with-a-statement-cf-its-approvai

depositor or creditor. The money deposited in the general

fund pursuant to this section is statutcrily appropriated,

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

of paying approved claims.™

Section 44. Section 32-1-538, MCA, is amended to read:
=32-1-538. Disposition of assets remaining aiter

payment of claims. (1) When 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 amcunt due on them
or made satisfactory adjustment of them and has made
provisions for unclaimed and unpaid depesits and disputed
claims and deposits and has paid all the expenses of
liguidation, 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 tc the judge of that court
én-open—court-er—in—ehambers for an order authorizing it to

surrender the remaining assets, together with all the

-stationery, correspondence, bocks, 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
stockholders, or tc that some other person, if any.,
designated as trustee by a majority of the stockholders. The
report and petition shait* must be set for hearing upon
notice whiech 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
Eurther liability or responsibility in connection with the
assets and affairs of the bank. The court may, if requeated,
require the trustees to give bond in an amount the court may
fix, conditioned for the faithful performance of their
duties. The trustee ﬁt trustees shall complete the
liguidation 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 shait 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) of-this-section.

(2) 1If 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 1liquidated 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 whieh that the court may order,
the report sha:: 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 Eor 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
aasets and affairs of the bank, The charter of the bank
shet: must be forfeited and all the stationery,
correspondence, bocks, and records kept by the bank while it
was a going concern and considered by the department to be
of nc value may be destroyed. However, ne correspondence Of
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 shai® must be made a party by notice
issued on order of the court or judge and served in a manner
the court directsy and applications authorized by this
section may be heard at any time in-court-er-in-chambersy-as
the-coeurt-may-erders upon not less than 5 days' posted or

served notice of the hearing.
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(4]} I1f the federal deposit insurance corporation is

appointed as the liguidating 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--time Except as provided in subsection (3), after

taking possession of a bank for the purpose of liguidation,
the liquidating cofficer duiy-quaiified-under-the-taws; may
as soon as he the officer ascertains that the assets of such
the bank will be insufficient to pay its debts and
liabilities, nay proceed to collect and enforce the
stockholders' liability. For that purpose, hé the officer
may institute and maintain in his the officer's own name as
sueh liquidating cfficer appropriate suits or actions in any
state or federal court of competent jurisdiction. He The

liguidating officer may receive and receipt for moneys money

received on account' of stockholders' 1liability, and any
money se paid to the liguidating officer by a atockholder in

whole or partial satisfaction of his the stockholder's

liability shai} is not be-deemed considered paid voluntarily
but shaii-give gives the stockhoclder the same protection to
the extent of the amount paid as if the payments were made
after suit by a creditor or the liquidating officer. The

liquidating officer is--antherized may, Bby--and with the
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consent of the court having jurisdiction of suweh the
liquidaticn, ¢o compromise, settle, and compound claims for
stockholders' liability, and suech the settlements and
compromises when approved by the court shaii-be are legal

and binding upon all parties concerned, including creditors.

(2) (a) At 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,
shati 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.

{b} 7--except--that--the The ligquidating officer may
deduct from amounts ccllected the court costs or attoerneyls
attorney fees (such--attorney's the attorney fees to be
allowed for not more than 1D0% of the amount collected,
provided that the 10% aliowed for atterneyis attorney fees
shati may not apply to collections which that are made
outgside of the state of Montana) and other expenses incurred
by him the officer in the prosecution of any action for the
collection thereef.

(3) If the federal deposit insurance corporation is
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appointed as the ligquidating agent, the reporting and

district court approval requirements of subsections (1) and

(2) do not apply."

Section 48. sSection 32-1-552, MCA, is amended to read:

*32-1-552. Purther duties of liquidating officer. (1)
For the purpose of thia section the term "liguidating
officer™ includes every person legally empowered to
liguidate the business and affairs of a state bank, whether
the liguidation is by the department or ita 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 liabilitiesy and he may
determine the guestion-of-the time when and the court where
necessary legal proceedings shaii-be are conducted, subject
to the general provisions of law governing venue and place
of trial.

(3) The provisions of 32-1-333--and 32-1-551 through
32-1-553 do not impose any liability on a stockholder of a
bank which that is a member of the federal deposit insurance

corporation.™

Section 47. section 32-1-553, MCA, is amended to read:

®32-1-553. Departsent to file inventory -- report
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required -- exception. (1) ¥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. ¥e The department shall aise
every 6 months, or more often if required by the court, file
with the court a report showing the status of the
ligquidation 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 oE.the condition of the
bank and the manner in which it is being liguidated 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 shait must be set for hearing upon the
notice the court may require and, if found to be correct,
shait+ be approved by the court.

{2) 1f the federal deposit insurance corporation is

appointed as the liguidating agent, subsection (1) does not

aEEl::' )

Seaection 48. section 32-1-606, MCA, is amended to read:
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"32-1-606. Closed banking institutions empowered to
borrow from the corporation. If a banking institution is
closed on account of inability to meet the demands of its
depositors, er by action of the departnent, er by action of
its directors, ory in the event of its insolvency or
suspension, the department or its agenty-with-the-permission
of--the--eoure-—having--jurinsdictions 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 Jepartment upean——-the-order-pf-a-district
court-of-competent—jurisdietion 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 aceordance with any existing law."

Section 49. section 32-1-803, MCA, is amended to read:

"32~1-803, Organization of subsidiary trust cowpanies.
A subsidiary trust company shaii must be incorporated under
the laws of this state in accordance with and subject to the
pravisions of 32-1-301 through 32-1-303, 32-1-385--ehrough

32-1-307, 32-1-308, 32-1-321, 32-1-322, and 32-1-325y-and

32-1-35%-through-32-1-356 or under the laws of the United
States. To the extent not inconsistent with the provisions
ot this part, any a subsidiary trust company incorporated

under the laws of this state shaii-be is subject to the laws
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of this state generally applicable to trust companjes. A
subsidiary trust company formed under the laws of fhe United
States sheii-be 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.”

NEW SECTION. Section 50. 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.

NEW SECTION. Section 51. codification instruction.
[Sections 10, 11, and 13] are intended to be codified as an
integral part of Title 32, chapter 1, and the provisions of
Title 32, chapter 1, apply to [sections 10, 11, and 13].

NEW SECTION. Section 52. Effective dates. (1)
[Sections 1, 7, 8, and this section] are effective on
passage and approval.

{2) ISections 2 through 6 and 9 through 6&1] are
effective October 1, 1993.

-End-
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BOUSE BILL NO. 201
INTRODUCED BY HIBBARD. CHRISTIARWE, BACHINI,
REHBEIN, BOHLINGER, NATHE
BY REQUEST OF THE DEPARTHENT OF COWMMERCE

A BILL FOR AN ACT ENTITLED: “AN ACT GENERALLY REVISING THE
LAWS RELATING T0 BANKING; REVISING THE LANS RELATING TC THE
STATE BANKING BOARD; REMOVING THE DIRECTOR OF THE DEPARTMENT
OP COMMERCE AS THE CHAIRMAN OF THE BOARD; AUTHORIZING THE
BOARD TO ELECT A PRESIDING OFFICER; REDUCING THE TIRE
BETWEEN BANK INSPECTIONS; AUTHORIZING THE ACCRPTANCE OF
PEDERAL REPORTS IN LIBU OF EXAMINATIONS; CLARIFYING THE
PURPOSE OF THE BARKING LAWS; APPLYING GENERAL CORPORATE LAW
TO THE PORMATION AND REORGANIZATION OF BANKS; EXCLUDING
REPURCHASE AGREEMENTS FROM THE LIMITATION ON BORROWING;.
REVISING BANK INVESTMENTS; REMOVING THE LIMIT ON BAPE
DEPOSIT PUNCTIONS; REVISING RESERVE REQUIREMENTS: REVISING
DISSOLUTION, CLOSING, AND  LIQUIDATION  PROCEDURES;
STATUTORILY APPROPRIATING UNCLAIMED PUNDS POR THE PAYMENT OF
CLAINS; AMEWDING SECTIONMS 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,
32-1-328, 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-%38, 32-1-551, 32-1-5%52, 32~1-5%3, 232-1-606,
AND 33-1-803, MCA; REPEALING SECTIONS 32-1-217, 32-1-30S,
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; AND
PROVIDING EFFECTIVE DATES."

STATEMENT OF INTENT

A statement of intent is reguired 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 allow state-chartered banks to operate
efficiently and in conformity with the standards and
procedures governing nqtional banks. The department shall
alsc adopt rules governing the combination of obligations
for lending limit calculation purposes. The rules should

address the purpose of the loan. the ultimate common naer ~F

THERE ARE NO CHANGES IN THIS BILL
AND WILL NOT BE REPRINTED. PLEASE
REFER TO YELLOW COPY FOR COMPLETE TEXT.
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SENATE COMMITTEE OF THE WHOLE AMENDMENT
March 12, 1993 11:17 am

Mr. Chairman: I move to amend House Bill No. 201 (second reading
copy —-- blue).

=
REJECT Signed: 4é§$f) ;Z?étb°‘ 7Z:ULvL4_«

Senator B.F. Chrls" Christiaens

That such amendments read:

1. Page 39, line 17.

Following: "business"

Insert: " provxded that property held for future use as a bank
offlce site is held pursuant tc a business plan adopted by
the directors of the bank"

2. Page 40, lines 7 and 8.
Strike: Subsection (3) in its entirety

~END-

SENATE
HBL0 !

W - amd. Coord. r561116CW.Sma
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HOUSE BILL NWO. 201
INTRODUCED BY HBIBBARD, 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 THEE ACCEPTANCE QF
FEDERAL REPORTS IN LIEU OF EXAMINATIONS: CLARIFYING THE
PURPOSE OF THE BANKING LAWS; APPLYING GENERAL CCRPORATE LAW
T0 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 ;
STATUTORIL‘E APPROPRIATING UNCLAIMED FUNDS FOR THE PAYMENT OF
CLAIMS; AMENDING SECTIONS 2-15-1803, 2-18-103, 17-7-502,
32-1-101, 32-1-10%, 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, 32-1-3%2, 32-1-353,
32-1-354, 32-1-355, 32-1-356, AND 32-1-431, MCA; AND
PROVIDING EFFECTIVE DATES."

STATEMENT QOF 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 beard, should adopt
rules that allow state-chartered banks to operate
efficiently 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 extensiona of credit, including a rule governing the
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combination of obligations for lending 1limit 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 seven six memberssy
inetuding—the-director-of-commercer-or-his-designeey-who-—ia
the——chatrman-of-the-board. The remaining-six members of the
board shai} must be appointed with consideration given banks
of small, medium, and 1large size and to geographical
distribution. At-ieast-ene--banker--member--and--one——pubkie
member--shati--be-appoainted-from-each-coengressionai-district
of-the-astates Two of the six members shai: must be active
officers in state banks of Montanay; one shaii must be an
active officer of a national bank doing business in
Montanay; and three shai: must be members of the public,
none of whom shaii--be is an officer, director, oar

shareholder of any state or national bank. The board shall

elect a presiding cofficer from its members.
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{(3) The members shali must be appointed by the governor
with the consent of the senate for terms of 3 years.
Vacancies shait* must be filled by appointment for the
unexpired term, Ne A member ether—-than--the--director——of
commerece 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 excepted. Parts 1 and
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) 3judges and employees of the judicial branch:

(5) members of boards and commissions appointed hy 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) acaderic 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

{18) commissicner 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. {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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legiglative appropriation or budget amendment.

(2} Except to be

as provided in subsection (4},
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; 10-2-31i2; 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; l6-1-411;
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; 20-89-111; 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; 231-7-402; 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;
80-11-2310; B2-11-1136; B2-11-161; 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 inteo agreements
authorized by the laws of Montana to pay the state
treasuier, focr 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. 1591, the inclusion of 19-6-70% 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, ie amended to read:

=32-1-101. Short title —— application —— purpose. (1)
Parts 1 to through Sy—inelusivey of this chapter shall be
known as the "Bank Act”™.

(2) and-shaii-be The bank act is applicable to:

(a) all corporations and persons specified in 32-1-102;
and-te—such-other
(b) corporations as-shaii that subject themselves to

speciai-provisiens-and-nections-thereof the bank act; and ke
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anch-other
{c) persons, partnerships, or corporations who shaii by
violating any-of-its-previsions the bank act become subject

to the penaities provided therein in the bank act.

{3} (a) The purpose of the bank act is t¢ provide

Montana with a sound system of state-chartered banks by

providing for and engouraging the development of

state-chartered banks while restricting their activities to

the extent necessary to protect the interests of deposgitors.

The purpose includes:

{i) the sound conduct of the business of banks;

(ii) the conservation of bank assets;

(iii) the maintenance of adequate resgerves against

depoaits;

(iv) the opportunity for banks to compete with other

businesgses, 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

promote the economic progress of Montana and the United

States;

{vii) the opportunity for the management of banks to

exercise business judgment in conducting the atfairs of

—g- HE 201
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their institutions: and

{viii}) modernization and simplifiéation of the law

governing banking by providing that banks have all the

rights and powers granted corporations, except as otherwise

provided in this chapter.

(b) The bank act does not restrict the activities of

banks for the purpose of protecting any person from

competition from banks and dees not confer any right or

cause of action upon any competitor.

(¢} The purpose contained in this subsection (3)

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 application of the bank act.*

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

®32-1-109. Definitions. uniess As ugsed 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 BAct of

1956, as amended.

t:2¥(2) “Board" means the state banking board provided
for in 2-15-1803.
+2¥(3) “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+3¥(4) “capital", "capital stock”, and "paid-in
capital® mean that fund for which certificates of stock are
issued to stockholders,

t4}(5) “City" means a city, town, or municipality,
incorporated or unincorporated, that is an aggregation of
inhabitants and structures sufficient to constitute a
distinct place.

€5¥(6) “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.

t6¥(7) “Common ownership" means the ownership, directly
or indirectly, of 80% or more of the voting stock of each of
two or mare banks by an individual, group of individuals,
entity, or corporation.

t#3{8) "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,

t83(9) *“Consolidate” and "merge” mean the same thing

and may be used interchangeably in this chapter.
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t9%(10) "Demand deposits” means all deposits, the
payment of which can legally be required when demanded.

+164(11) "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.

t3#3(13) “Main banking house™ means the principal place
of busineas of a bank in the state.

t124(14) "Net earnings” means the excess of the groas
earnings of a bank over expenses and losses chargeable
against those earnings during any one year.

{15) "Principal shareholder"™ means a perscn who directly

or indirectly owns or controls, individually or through

others, more than 10% of any class of voting stock.

+333(16} "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
earriings", which are then properly closed to ™undivided
profits accounts™ or “"undivided profits", out of which
dividends are paid and reserves set aside.
. +244{17) "Surplus” means a fund paid in or created under
this chapter by a bank from its net earnings or undivided

profits which, when get apart and designated as such, is not

~11- HB 201

~N ooy b W N

10
il
12
13
14
15
16
17
1B
19
20
21
22
23
24
25

HB 0201/03

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.

+¥5¥(18) “Time deposits”™ means all deposits, the payment
of which cannot legally be required within 7 days.

fiﬁ}ligl "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. Examination and supervision by department --

division of banking and financial institutions -=-

commisgsioner. (1) The department shall exercise constant
supervision over the books and affairs of all banks and

trust companies doing business in this state.

(2} 2%¢ Except as provided in subsection (9), the

department shall:

{a) examine, at least once every 36 24 months, each of

those--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 reascnable
certainty that the wvalues are correctly carried on the
books; and

(b} submit in writing to the examined bank cor trust
company a report of the examination's findings no later than
28 60 days after the completion of the examination.

{3) ¥t The department shall further 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) ¥¢ The department may examine under ocath 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) %t 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 i+ the
department, the refusal may at--onee be reporteéd to the
district court of the district in which the bank or trust
company is located.;—-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) 1In all matters relating teo its official duties, the
department has the same power poasessed 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 ingquiries, produce and exhibit any

bocks, accounts, documents, and property it the department

desires to inspect, and in all things aid tt 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 institutionsg,

who shall exercise supervision and contrel over the

activities and employees of the division. The position of

commigsioner 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 ' gection 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 tc read:
*32-1-201. State banking board -- secretary —— meetings
-- per diem. (1) The state banking board, created in

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

at the pleasure ¢f 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 chairman presiding officer at

any time upon 3 days' notice to the members.

(4) A quorum for all meetings shaii-be is a majority of
the board members, and a majority of the quorum present at
any meeting may take action.

(5) Fhe-chairman-shati-have-a-voice-but-no-vote-in--ati
meetings-except—to—break-a-tier

¢63--Any A board member except——the--chairman may be
removed by the governor without cause in any case.

£#¥(6) 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 sha¥i--be are
legitimate charges of the department.”

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

=32-1-202. Powers and duties of board. The state
banking board shall:

(1) make firal 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
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duties and powers given by statute or otherwise to the
directar-of-the department of-cemmerce as the duties and
powers relate to banking.*

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

"32-1-218. Department to make rules. {1) The departﬁent
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 gstatements, disseminate information, and

exercise its discretion to effectuate the PUrposSes ,

policies, and provisions of this chapter.*

NEW SECTION, Section 10. Reliance on order —- limit 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 subseguent decision by a court
of competent jurisdiction invalidates the rule, order, or

declaratory statement. In 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. Examination of holding
companies and affiliated entities. The division shall
reguest assistance from and co&petate 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 scundness of banks
under the juriadiction of the division.

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

®32-1-234. Confidentiality -— penalties. (1) (a) The
report and any information contained in the reports and
statements provided for, other than those reports which are
required to be published, s=haii 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--shat:* the reports and

statements may be used by the department only in the
furtherance of its official duties.

{b) The department may exchange information with
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federal banking-departments financial institution regulatory

agencies and with the financial requlatory departments of

other states. and The department may furnish information to

the legislative auditor oc-presecuting-offictais-who-regquest

¥t 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){b}. be
imparted to any person not officially associated with the
department. The information shaii must be wused by the
department only in the furtherance of its official dutiesy
except-that-the-department-may-exehange-information-with-thea
federai—bnnking-éepartnent—and—deparEMentsuoE——uther—-stntes
and--may-—éuenéah--information-—ea—ptosecnting*offéeéais-who
require-tt-for-use-in-pursuit-ef-sfficiat-duties.

(3) An employee or agent of the department who viclates
this section or willfully makes a false official report as
to the condition of a bank shai must be removed from office
and is also guilty of a feleny. Upon conviction, he the
person shall be fined an amount not exceeding $1,000, or

imprisoned in ethe 2 state penitentiary correctional facility

for a term not exceeding 5§ years, or both €£ined-and

imprisoned."
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NEW SECTION. Saection 13. applicability of corporation
law. (1) Except as provided in subsection {2}, 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 inconasiatent with Title 35, chapter 1.

{2) 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. section 32-1-3D1, MCA, is amended to read:
®32-1-301. Organization and incorporation -- articles
of agreement incorparation. (1) Any-three-or—mere-persens A
person desiring to associete--themseives--together--for——the

purpose-of-beconing organize a banking corporation te-engage

in-——any--cne—-or--mere-—or-ail-of-the-businesses-mentionsd-in
this-chapter shall aign-—-and--acknowiedge;--in--the——manner
provided-~for--the--acknowiedgment--of-deecds-of-reat-estater

articies—of-agreement-which-shait 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 1, The articles of

incorporaticn must set forth:

{a) the corperate-name—-of--the--proposed--corporationry
which--may--not-be-the-name-of-any-other-corporation-granted

and-then-doing-busineas-of-a-similar-character-in-this—-state
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or-any-imitation-ef-a-names-provided-that-ib--is--tawfui--to
n:e-the—name-ased*by-any—eotporatien-ptevieu:ly—ineetporuted
and--doing--business--in--the-state-of-Montana-but-which—has
been—diaiacorperaeedr—iiqniéntedy—dissoivedy-and—is—entireiy
out-of-busineasr-a-banking—corporation-nny—aot-adopt-or——use
the-nane—ef—nny~eeher-banking-carporation-or—aasociation1-er
of-——any---friendiy--asseeiation: information required by
35-1-216{1);

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

the principal office of the corporation is to be located;

(c) the-a-nunt-ei—the—capitni—aeock-ef-the—eorperaeiony
the-number-of-shares-ints-which-it-is-to-be-dividedr—and-the
par——Vliue—-ei--aharesr—the—amount—ef—capitni—steek—cetnaiiy
aﬂbseribeé—in—geedﬂfaith—ae-the-time-ef—the—signing—-of——the
artieiee——ef--sgreenent:—and—the—aneunt—of—the—eapieai—stock
actuatiy-paid-up-in-tawfui-money-ef-the-United-States-and-in
the—eustody—ef-sone-banking—inatituticn——desigaated—-as--the
depesitery-—of——the--meney-untii-the~propeued—corpotntion-ia
fuiiy-erganined-and«autherieeﬂ—ta—engage-in-busines37

td} the names and places of residence of the severai
initial shareholders and the number of shares subscribed by
each;

te¥{d) the number of the board of directors and the
names of those agreed upon for the first year--Phe-articies

may-provide-that-the-number-of—-directora--stected——at--each
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annuai-—ueetinq—shaii-eenstitnte-the-bﬂard—fer—the—yearr—aii
vacancies-to-be-filied-by-the-board-taking-the—-actiony--and
aise-—nny--provide—-ehat—-a——najerity--of——bhe—fuii*baard—ef
eruuhees—may—énerease-ehe-nnnher-ef--the--direceors—-ef-—the
bankf——not—-exeeediag—-twof-—and—appeint-peraens-te-Eiil~the
reaniting—vaeaneies—between—mgetinga—oé—-the——stockhcidersfL
and

t£3{e) the purpose for which the association-or-company

banking corporaticn 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-taw--regarding——the
elimination-——or—-timitation-—of——the-personat-iiabitity-of-a
director-to-a-corporation-or-its-sharehoiders--for--monetary
danages—for—bteach-of—fiauciary-duey-as-a-direceerT—excepte
fni—-Eor—-bteaeh--of--a——déreeteé*s-duey-oi-ioyaitywta—a
corporation-or—its-aharehoiders;
fb}-—for--aets*-o:--anissions--that--constitute—-viiiﬁui
misconducty-reckiessnessy-or-a-knawing-viotation-of-taw;-or
fe?--Eer—a—transeeeion-fran—which-n—directer—derives——an

improper-personat-benefit 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 35-1-308(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 corporation may not amend or regtate its

articles of incorporation until its articles of amendment or

articles of restatement have been submitted to and have bheen

approved by the department and until it has ohtained

approval from the department authorizing the propocsed

amendment or restatement.

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

this section], articles of agreement are considered articles

of incorporation.”

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

®32-1-302. Incorporation. (1) The propoded articles of

agreement-shati 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

state the business specified in the articles of agreement
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incorporation within this state.

{2) Upon the presentation of the proposed articles of
agreement 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. ¥t The department shall also determine

whether the corporation is being formed for any other

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 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 shaii must be transmitted to the board for its
use in conducting hearings on applications for certificates

of authorigation.*
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Section 16. Section 32-1-3D7, MCA, is amended to read:
®32-1-307. Amount of capital. +%} The division, in

consultation with the board, shall determine the appropriate

level amount--of-——the--common--and--preferred--stock--of-—a
commerciat--bank—~shalti--not—-be——iess--chan-92576800;-and-in
addieien-thereto-there-shatri-be-created--a——surpius--of--net
tenp--than--194--of--the-amount-of-the-capitat-stock-of-said
panky-which—said-asurpius-and-capitai-steck-snati-be-paid-—up
in-—-cash--and-—depoaited-with-some—-bank-or-banks-at-the-time
the--appiication——ia--made——to--—-the---department——-£for of

capitalization of the proposed corporation prior to the

issuance of the certificate of authorization hereinabove
nentioned.
t2y—-A-commerciai-bank-having-its—-piace-of-business—-in-a
eity--or——town--of--more--than--276800——and--tess-~-than-47060
inhabitantsy-as-diseiosed-by--the--iast--anthorized--censusy
shati--have-—-a--capitai-stock-of-net-teas-than-5367006-and—a
surptus——of--104--cf--the--capitat--stock——as---hereinbefore
provideds—-A-commercial-bank-having-its-piace-of-business-in
a-city-or-town—of-more-than-47608-inhabitantsy-as--disciesed
by-the-iant-authoriced-censusy-shaii-have-a-capittat-stock-of
net-—teas--than—-9$587;608-and-a-surpins-of-16%-of-the-capitai
stockk-an-hereinbefore-provideds
t3y--Fhe-amount-of-the-capitai-stock-of-a-savings——bankr

trust--companyy--or-—investment--company--shail-be-fixed-and
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}initea-by-ehe—articlesrof-agreenent—ané-shaii—be--noe--ieau
than--51061900-—er—more-chan-sie-niiiienv-oé-which-amaunt~at
ieust—$i667eee—must-be—subsczibed-and—fui}yrpaid-up-in—-eash
and--en——depesit—-with—sone-bank-of-banku—in—this-atate-when
the——appiication——is——made——to—-ehe——-deparbment—-—éor--—the
certifiente—-of--autherization--hereinabove—-mentioned=--Fhe
remainder—-of-the—anthorized-capitai-stock—may-be-subseribed
and-paid-in-ub-such—tinea—and-under—such-regniations-es——the
board--of-—directors—-of-such-corporation-may-determiner-TFhe
shares-of—the—common-capitat-steck-of-ati-banks-shali-have-=n
par—vaiue—e£—$i60-0r~sueh-}eas—aneunt—as—nay-be—pravided——én
che--articies--of~—incorporationy-provided-that—this-chapter
shnii—not-require—any—bank—in-existen:e—ané——doiag——business
to-inerease-its-capital-stock:"
Section 17. Section 32-1-308, MCA, is amended to read:
=32-1-308. Bylaws. t})-Fhe-persens-signing-the-articies
ef-—agreement—-shatl-at-their-frrst-meeting-adopt-byiawa-for
the—govetnnent—oE—the—corporatienr-which-byiawa—may——pruvéde
fors
ta}-—the--—timer--—piacey——and--manner——of--catiing--and
condueting—the-meetings-of-the-eorporations
tb}--the-number-of-stockhatders-constituting-a-quorums
tey-—the-mode-ef-voeing-by-proxys
fd}——tﬁe-time-eé-the-nnauai-eieetien—-of--directera-—nnd

the-mode-and-manner-of-giving-notice-thereofs
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te}--the-dutien-of-officers;

t£y-—the--manner-of-etection-and-the-tenure-oé-office-of
ati-officers-other-than—the—directors;

tg)-~suitabie-penaities-for--violation—-ef--bylaws;——net
exceeding-in-any-case-5186-for-any-one—offensex

t2} The bylaws adepted must be certified by a majority
of.the directors and the secretary of the corporation and
recorded in the book of bylaws7-which. The book shaii must
be open to the public inspection ef-the--pubiie during c¢he
office hours ef--each--day--except-holidays. A copy of the
bylaws sha*} must also be transmitted to the department. The
byiaws-may-be-repeated-or-amended-or-new-byiaws--be--adepted
at--the--annuai--meetingas--or--ak--any--other-meeting-of-the
steckhoiders—catied-for-that-purpose-by—the-directorss—-by—--a
vote-representing-two—thirds-of-the-subscribed-stockr-cr=the
pewer—-to--repeat--and-amend-the-byiaws-and-adopt-new-byiaws
may;~-by-a-similar-vote-at-the-£irst-meeting--or--any--annuei
meetingy-be-delegated-to-the-board-of-directorss”

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

*32-1-322. Board of directors -— gqualifications,
tenure, and vacancies. (1) The affairs of the bank shaii
must be managed by a board of directorsy consisting of not
less than three in-numbery-ef--whoem--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
fequire. 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 sha*i must be elected for a term of 1
year at the annual meeting of the stockholdersy-which-shaii.

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 mey
is not thereby-be dissclved, but an election may be held at
any other time agreeable to the bylaws of the corporation,
and the persons &® elected shall hold their office until the
secend—-!ne-day——eé--ehe--Eoiiauing——éanuary-er—untii—oeheru
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 shai} must be made in duplicater:
one copy of--which--shall must be transmitted to the

department and filed in-its—office with the department, and

one copy shaii must be kept on file in the office of the
bank.
£3)--in--ecase--ef-death-or-reaignation-of-one-or-more-of

the-directorsy-the-vacaney-shaii-be-fiiled-by-the—board-—and
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the--directora-so-appointed-shaii-hotd-office-untii-che-next

annsnat-elections”

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

"32-1-325. Selection of officers and employees -
minutes of meetings. (1) The board of directors of a bank
must hold a meeting at least guarterly.

{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 whieh that they
may from time to time consider to be to the best interesat of
the bank and fix their compensation. The president shaii
mugt be chosen from the board of directors.

(3) The board of directors shati--aiso--elteet--a
secretaryy-who shall keep a correct report of the meetings
of the board and of the stockholders in a book kept for that
purposey-which. The minutes shati-partieutarty 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 shait must be subscribed to by the

presiding officer and secretary the person responsible Ffor

preparing the minutes. The minutes sheii must be read and

approved at the following meeting of the board of directers,
and the minutes of the foliowing meeting shai* must Bshow
that fact. The minute book shai} must be kept in the main

office of the bank at all times and shaii must be presented
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to the department at the time of its examination of the
bocks. 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."

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

®32-1-339. Right of examination by stockholder. Ne A
stockholder of any a bank incorporated under the laws of
this state who is not a director shati-have-the-right-to may
not inspect the books and reccrds of suech the bank showing
its transactions with any-of-its-customersy a customer. but
any--sueh A stockholder shaii-have-the-right—to may inspect
during-business-hours-the-general-statement-book-shewing—the

general-asseta-and-itiabitities the books and records of suech

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

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

*32-1-340. cConversion of surplus and undivided profits
to capital stoeck. (1) A bank having a surplus and undivided
profits equal to or in exceas 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 a vote of
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two-thirds of the stock in-person-er-by-proxy, 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-capétni—stock-when—iasned-by-a-bank-against-its
surpias--and—-undivided—-prefita~--ay——be-iasued—without-the
paynent-ei—eaah-fer-itr—but—it—shaii--be——chatged——upon—-the
baaks-—af—the—bank-and-in-the-atatemenes—oi—the—bank—ngainat
aurplus—and—nndividea~pre££ta—so—thae—bhe-cembined——enpitair
surplusr—-and—7nndivided--profits——are——not——:ednced-—by—the
issuance-of-the-new-stocks

t5y 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 130 days approve or
reject the plan. ¥ts Departmental action shaii-pe is final,

and written notice of it-shaii the action must be given to

the bank.

f61——&f——the-~deparement—approves-of-the—éasuanee-ef-the
nev-ateek—ané-so—neeifies—ehe-hankr—the-hank—shaii—ehen—iile
a—cerhiEiente—of—issuence—with-the-caunty-eierk—and—recorder

of-the“county—in-which-the—bank--is——iucated-—and--with--ehe
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seeretary--ef-—atater-—Hpon-the-£filing-with-the-secrecary-of

stater—the-inerease-hecomes-effectives™

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

"32-1-361. Change from atate to natiomal bank. (1) Any
A Dbank may become a corporation for the purpose of carrying
on the business of banking in this state, under the act of
congréss “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:

(a) stockholders owning two-thirds of the stock of the

bank have--voted vote to become such a national bank

corporation or have--execnted execute a written congent
authorizing its directors to make the certificate required
therefor by the laws of the United States; or

{b) when a majority of the directors of the bank,
having--been authorized in their discretion to make the
change, shatir by a vote of the majorityr decide to become
sueh a national bank corporation.

{2) The cashier of the bank shallg

(a) publish notice thereof--for-36-days of the change

once a week for 4 consecutive weeks in the newspaper which
that the directors select; and
(b} send a tike printed notice by mail or otherwise to

all nonvoting or dissenting stockholdera; and
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{c} 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. Reorganization of national bank as state
bank. (1) Ary A pational bank that is authorized ta
dissolver and which-shail-have that has taken the necessary
steps to effect dissolutionr may reorganize as a state bank
upen the consent in writing of the owners of two-thirds of
the capital stock of sueh 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 in

the articles of incorporation thes written consent of such

the stockholders. Upon the filing of said the articles as
provided by law and upon the approval of the department,
sueh the bank shaii-be-deemed-to--be is reorganized under
this chapter, and thereupen all assets, real and personal,
of sueh the dissolved national bank shati-be are vested in
and become the property of sueh the reorganized state bank,
subject to all liabilities of sweh the national bank not
liguidated before sueh the recrganization.

(2) The cashier of the bank shall:

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

congecutive weeks in the newspaper that the directors

Belect;
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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 corporation under the laws of Montana.*

Section 24. section 32-1-402, MCA, is amended to read:
"32-1-402. When advertising as bank prohibited —-- trade

names 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 which that has not received a
certificate to 4o 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,
invegtment, or otherwise and issuing notices or certificates
of deposit therefor; or

(b) use an office aign at the place whefe 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) %Phat The person, firm, company, partnership, or
corporation, domestic or foreign, may not use or circulate
letterheads, billheads, blank notes, blank receipts,
certificates, e= circulars, or any written or printed or
partly written and partly printed paper papers whatevery
having--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) @®hat 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) (a) A person, firm, company, partnership, or
corporation, domestic or foreigny 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 from the department a certificate to do a
banking businessy may not transact business under a name or

title whiekh that 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. Nething-centained--in--this

This section she¥t does not prohikit 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 1B447*-3nd--aueh——uae-—ef-the—word-‘banh“-is—hereby
authorized.

(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

(1i} the name used is not likely to misiead a reasonable

individual into thinking that the organization is acting as

a financial institution.

(5) A person, firm,  company., partnership, (=34
corporation, domestic or foreign, violating a provision of
this section shall forfeit to the state $100 a day for every
day or part qf a day during which the viclaticon continues.
{6) Upen suit by the department, the court may iBBue an
injunction restraining that the person, firm, company,

partnership, or corporatian duting 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 money -- limitations. (1) A Except

as provided in subsection (3}, a bank may not borrow money

except tO meet its seasonal reguirements or unexpected
withdrawals. At-ne-time-shaii--the The bills payable and
rediscounts of a bank may not be permitted Lo exceed in the
aggregate an amount equal te 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 amcunts 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
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indirectly for borrowed money or rediscounta in an amount in
excess of its pald-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 2 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

~-- rulemaking authority. (1) Ne Except as provided in

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

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 shaii must be so0ld by the

bank within 6 months thereafter after purchase or

acquisitiony if it can be scld for the amount of the claim

of the bank against it. All capital stock purchased or
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acquired must be so0ld for the best price obtainable by the
bank within 1 year after swem purchase or acquisition, or if
the stock is unmarketable, it shai} must be charged off as
an investment loss, which shaii--be is equivalent to the
stock's sale. Bwery A person or corporation viclating any
provision of this section shall forfeit to the state twice
the nominal amount of sauek the stock.

{2) NRotw:ithstanding--subsection--¢i};--a A bank may
acquire and hold for its own account:

{a) up to 20% of its capital and surplus in the capital
stock of a bank service corporation organized solely for the
purpose of providing services to banks;

(b) shares of stock of a federal reserve bank, without
limitation of amount; and

{c) shares of stock in a Montana capital company 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 5% 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 actg of

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

—-38- HB 201



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

HB 0201/03

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 may 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 =shail may 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, vaults and safety vaults, and boxes necessary ot

proper to carry on its banking business, PROVIDED THAT

PROPERTY HELD FOR FUTURE.USE AS A BANK OFFICE SITE IS EBELD

PURSUANT TO A BUSINESS PLAN ADOPTED BY THE DIRECTORS OF THE

BANK;
{b)} is mortgaged to it in good faith by way of security
for loans previously made or meneys- money due to the bank;:
(ey is- conveyed to it in satisfaction of debts
previously comtracted in the course of its business;

{d) it purchases at sales under judgments, decrees, oOr
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mortgages held by the bank.

{2) Real estate acguired in the manner set forth in
subsections (1l)(c) and (1)(d) of-this--seetion may not be
held 1longer than 5 years from the date of acguisition,
unless special written permission to do so is granted by the
department. The real estate shai} must 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 expenses
of acguiring title.

13}~ -Phe-directars—of-a-bank-shaii-adopt-a-business-pinn

providing-fer-fubure-use—of-property-as-office-stees:"

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

*32-1—-424. Investments of financial institutions. ¢%¥
Frust--snd--investment--compantes-may-ieasey-purchaser-hoidy
and-convey-aii-reai-or-personai-property-necensary-to--earry
en--their-—auntherized--businessy--as—-weli--as—-the-—reai-or
personal-property-the-bssard-of-directors-considers-necessary
to-acquire-in-the—enforcement-or-settiement-af-any~claims-or
demands—arising-eut-of-business-transactions-and-may-exeeute
and--issuey-—in——the--transeactiton--of——their—pusinossr——-add
necessavry-reseiptsr-certificatesyr—and-contracktsr

t2)-—Fhe-baard-of-directora-af-a-corporationm-may-—invest
the--capitali-—-and-—assets-—-of-—he--corporation-and~keep-the:
capitai-and-assets-invested-in-securities-to-be-approved--by

the-boardr—and-the—-board-may-make-investmenta-of-ites-capitad
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and-—-assets——and—-of-—the-funda-accumuiated-by-its-businesss
ineiuding--noneyv-—depositar-—er——nny-——part-——thereefr——«in
negobiabie——or--nennegetiabie—-notes--or*bondsf-moftgages—en
unencnnbered—reai-estste7—:tocks-and-bcnds-ei——corporatiensv
er——bends——and—wat!snes—of—any-eouatyr—eityv—town7—09-seheei
districe—of—this—atate—cr-any——other-—seate-—of—-the--Hnibed
seatea-iegu1iy-auehorined-to-iaaue—ehe-bonds—or—warrantar—er
nonds-er—obtigations-of-the-United-Statess

£3341) Notwithstanding other provisions of the law, it
is lawful for a sank, 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 o¢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 oOr investment trust registered under the Investment
Company Act of 1940 {15 U.S.C. 80a-1 through 80a-64), as
amended, if:

(i) the portfolio of the investment company oOr
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 ccllateral for any repurchase agreement,
either directly or through an authorized custodian.

t44(2) Mn-énvesement-in The department shall publish a

list of the permissible type of investments in United States

government obligations as provided in subsection ¢33tby-may
not-be-made-for-a—term-lenger—than-5-years (1)."
Section 29. section 32-1-432, MCA, is amended to read:

"32-1-432. Limitations on loans -- rulemaking. (1) (a)

The total loans or extensions of credit to a person,

partnership, or cerporation by a bank, including loans to a
partnership and toc the severa: members thereof of the
partnership, shati-at—no-time may not exceed 20% of the
amount of the unimpaired capital and surplus ¢f that bank.

{b) The discount of bills of exchange drawn in good
faith against actual existing wvalues, the discount of
bankers, acceptances of other banks, the discount of
commercial or business paper actually owned by the person
negotiating ity and the obligations of the United States, or
general obligations of any state or of any political
subdivision thereof, or obiigation obligations issued under
authority of the Federal Farm Loan Acty may not be
considered as money borrowed.

(c) The 1limitations imposed on total loans and
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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 er-to-loana-made-on-warehouse-receipts—and-biiis
of-tading;-when-the—warehonse—receiptas-and-biiis——of——-iading
cover--nonperishabie--commedities-of-the-marketabie-vatue—of
at-teant-128%-of—the-amount-Ieaned-on-them.

{d) Loans or obligations are not subject under this
section to any limitatipn based upon that unimpaired capital
and surplus to the extent that they are gecured or covered
by guaranties, or by commitments or agreements toc take over
or to purchase them, made by a federal reserve bank or by
the United States or a department, burean, boarad,
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 severai members of
a firm, partnership, or unincorporated association to the
loaning bank shaii must be included in the Jliabilities of
the firm, partpnership, or unincorporated association. That
The portion of the liabilities of the [irm, partnership. or
unincorporated association for which a member individually
is legally responsible shalt¥ must be included in the
liabilities of the member in determining the limitations

jmposed 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, ¢thomse the portions of the liabilities
of the limited partnership for which the limited partner is
free from liability shai: must be excluded.

(3) When, in the Jjudgment 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 reguire 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

pladged 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 extensicn of credit

does not exceed 2 business days.

(6) The limitations of this section do not apply to the
extent that a 1loan is c¢overed by a guaranty or by
commitments or agreements to take over or purchase smeh the
loan made by an agency or board of the state of Montana
authorized by law to provide such guaranties, commitments,

Oor agreements.

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

purposes of this gsection.

{8) For purposes of this section, the terms "loan™ and
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"extension of credit" include all direct or indirect

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

of the person to repay the funds. The termg alge include a

liability of a state chartered bank tgo 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 commitments.™

Section 30. Section 32-1-446, MCA, is amended to read:
“32-1-446. Safe deposit department. Any A bank may
conduct a safe deposit department but-shalti-not—invest-more
than-one-tenth-of-ita--ecapitai--and--surpius--in--such--safe
deposit——department. The 1liability of any bank for the
safekeeping and protection of the contents of safety deposit
boxes shaii-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
shati--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 a bank may, at certain times and in
sueh the manner as its bylaws prescribe, declare and pay
dividends to the stockholders of sc 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
seeh dividend, carry at least 25% of its net earnings for
the period covered by the dividend to its surplus, until
sueh the surplus shaii—-ameunt——te is 50% of its paid-up
capital stock. The whole or any part of swch the surplus may
at any time be converted into paid-in capital, and--im——sueh

event but the surplus shait must be restored in-the-manner

ebove as provided in this subgection until it amounts to 50%
of the aggregate paid-up capital stock. A larger surplus may
be createdr-ané—nothing—herein—ccntained—shaii-be-—eenstrued

as-prohibitory-thereof.

(2) No A dividend shaii larger than the previous 2

years' net earnings may not be declared or-paid-while--there
sha}i——rensin—-anong-—the-iedge!-assets—of-the—bank—any-item
whieh—ahati*praperiy—be—eiasséiéed—as-—n——bad—-debt without

giving notice to the division. Under--the-terma-of-this

seetion—and—before—any—dividend—can—be—paidf—ail—debta—due—a
bank-on-uhéeh-the-interest—és-pase—-due-—and—-unpaid——fcr——a
period——oE-ia-menths—efber—maeuzity7-uniess—the—same-be-wei%
seeu!ed—or-in—iegai—proceas—of-ceiieetionr—and-aii—iudg-ents
heid—by-hhe-bank—after-i-years—iren—bhe—date——ef-—rendétionf
exciusive*—of——time-consumed-in-appeaiT-unkess—payucnta-have
been-nader—shaii—be-considered-bad—debts:—Sueh-bad—debcs-—as
hereinbeﬁore——deéined-shaii—be-chnfged-oéé—the—boeks—ef—such

bank-before-any-dividend-is-deetareds
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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, &n--which-event—sueh but the surplus shai: must be

restored in the manner abeve provided in subsection (1) in

the amount required by this chapter."

Section 32. Section 32-1-455, MCA, is amended to read:

"32-1-455. Reserve requirements. (1) A bank, except a
regerve bank, shall maintain at all times a reserve of that
percentage of its deposit liabilitles as shaii-be-determined
by——the——department-—-as—-provided--in-this-sectiony—of-which
reserve-a-portion—the-board-eof-directors—may--determine—-may
be-on~deposit-in-banks-approved-by—the-department-as—-reserve
banks required by the appropriate federal regulator.

(2) The department may establishy—raise;-—or--iower
reserves-which-shaii-be-maintained-on-demand-deposita-and-on
time——deposits——as——in--tts--Judgment-banking-conditions—may
Justify:-Fhe-power—teo—estabiishy-ratse;-or-lover-reserves—ia
iimited-to—a-percentage-of-deposits-not-in-excean-of reserve
requirements which-may-be-estabiished--for--banks--that--are
nembers——of-the—federai-reserve-aystem-and-net-teas—-than-754%
of-those—reserve—requirerents-£for—-neabera--of--the-—federai

reserve-syatem if the federal requlater discontinues reserve

requirements.
{3) A bank approved by the department as a reserve bank

must shail maintain at all times maintain a reserve of-the
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percentage—or-percentages as the department shaii--decermine
from--time——to——timey--which——shali--net--be——iess-—than-—the
peruentaqes—-apeeéfied——in—-this-—aeetion——ef--its——wdepesie
iiahilitiesv——of-—which-a—pertioa-bhe-beard—of—dérectors~nay
dete:-ine~nay——be-—on——depuuit~—in«—haahs—-apptoved——by——the

department-as—reserve-banks requires by rule,

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

capital and surplus of-$3087880; as the department requires

" by rule and doing business in this state or any other statey

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) #t--shail--be--the-duty—of-any A bank whose reserve
shaii drep drops below the legal requirements ¢to shall
repert the matter to the department immediately and as often
thereafter as the department shati--ask asks for said a
report.

{6) When the reserve of a bank falls below the ameunt

required--by—-this--seetien legal requirements, the bank may

not increase its loans or discounts otherwime-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.
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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 shall-be-taken must be used as the basis for

ascertaining the deposit 1liability to banks against which
reserves shali-be are carried.

(8) Howevery-a-compliance Compliance by member banks
with the federal reserve banking laws, rules, and
requlations shati-be-heid-te-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."

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

"32-1-465. Overdraft—-by Limit on loans to officer,

director, or eupioyee—--—receiving—persene&—profie—£rom-ioan

principal shareholder. (1) An Except as provided in

subsection (2}, a bank may not extend credit to an officer,

director, eagenty-—tetriery-—-cierky Or empioyee principal
shareholder af--a——bank--is-guitty-of-a-misdemeanor—-if-that
persont

t})-—hnowingiy—overd!aws-his-aceennt—vith—such-bang-—and
thereby—obtains-the-neneyf—netesv-or—Eunda—oi—any—such—bankr
or

fi#——aeku——ar--receive:—or—eonuents—or—agrees—to-receive
any-eonuiuaiony-ptemiun—on-insurancer--emeiumentv--gratuityT

rewardT-—neneyy-—prepertyr--et--thﬁng--of—-va}ue—for-hia—own
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personat-benefit-or--personat—-advantage--fer--procuring--er
endeavering--to-preocure—for-any-persony—firmy-or-corporation
any-loan-from-or-the-purchase—-er--discount--of-—any--papesr
netey—-drafe;-checky-or-bili-ef-exchange-by-such-bank-or-for
authorizing-and-permitting-any-persony;-firmy-or--corporation

ta--overdraw-any-account-wikth-such—bank unless the extension

of credit ig in an amount that, when agqreqated with the

amount of all outstanding extensiong of credit by that bank

tc all officers, directors, or principal shareholders, does

not exceed the bank's unimpaired capital and unimpaired

surplus.

{2) A member bank with deposits of 1less than $§100

million may by resolution of its board of directors increase

the general limit in subsgection {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 resclution sets forth the facts and reasoning

on which the board of directors bases the finding, including

the amount of the 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

(é) 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 managing officer or director. (1)
Ne A bank shai: may make-a--ican extend credit to any a
managing officer of-such-bank-without-taking-geod-cotiateral
or--other--amnple-—-and--apecific—security-therefors—When-sueh
ican or a-toan-made-to-a director of suech the bankr--banking
institutionr-or—trust-company-exceeds;:

{a} in any amount to finance the education of the

managing officer's or director's children;

{(b) in any ampount 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 manaqing officer or

director after the extension of credit; and
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(c) for any other purpose not specified in subsections

(l1)(a) and {1}{b) if the aggregate im amount of 1loans to

that individual under this subsection (1) does not exceed at

any one time the greater of 8% 2.5% of ies the bank's

capital atocky-it-shati-not-be-made-untii-firse-approved--by
a---majority---of---the—-directors--of--such~-banks--banking
institutiony-sr-—trust——companyr--which--approvai--shati——be
entered-upon-the-records-of-such-banky-and-the-signatures—ef
a-majority-of-the-board-sf-directors-approving-samne-shaii-be
attached-—ehurate-—and—-be-—énd-renain—n*permanene-recotd—of

such~bank and unimpaired surplus or $25,000. However, in no

event mav the aggregate amount of loans to the individual

exceed $100,000,

[2) The department may adopt rules to address loans

made before f{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. Byiaws-regarding-banking Banking hours and
business days. {ij-At-any-regular-or-special-meeting-of-its
board-of-directorss—any A banky-as-herein-definedy--and--any

=i 3 n, & =i 3 - [
naconazxr oang or nacronax na *ng

tation—--and-—any
federai-reserve-bank mayy-at-any-timer-enaet-or-arend—byiawa
to provide for its banking hours or business days er-to

ehange--its--hanhing-—honra——or—-busineus——daysr--—inciuding
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remaining-ciosed-or-ctesing-cn-any-Saturdayss
fii-—hny—-snch-—banh——enaeting--a-—byiaw-er-anending-any
hyiau-uith—teapect—te-such—-snhﬁeet-—natter-—shaii--géve by
giving reasonable notice to the public of-the-enactment-of-a
new—byinw—er-nmendnent~oE—byiﬁwa-bye
faf——poating—-an-—announcenent-in-the-iebby—of-hhe—b&nkr
ineorporating—the—te:t-oé—bhe—byiav—or—o!—the-auendee—-hyiuw
end-advising-of-the-date—the-same-becomes—effectiver-ar
tby--maiting and époviding a copy of sueh the notice to
each-oi—the—bank*s-euaeeners-as—of-the-date-of—the——adoptian
of-such-byiaw—or—amendment;-and

tci--in-—addition-te-pesting-or-naiiéngf-pubiiahing-auch

3 a

F o
wWeeR=LDY =7

notice-not chan in ka--in--any
nevspaper--eé-generni—citcuintian-in—the—eounby—whetein-sueh
bank-has—its-officer

fa}-—in—-uny--evenh»—snch--notieef--whether—-pested——and
pubiished—or-uaiiee—and—pnbiishedr-:hakt—be—given-—nt—-ieast
i4——days——in—-ndvanee——eE‘the-effeetive—date—of-the-by}nw—or
amended-byiaw the department.”

Section 36. Section 32-1-507, MCA, is amended to read:
=32-1-507. Power of closed banks to borrow money from

governmental agencies. (1) Afecer 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-any-other-iawy 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 c¢losed and in
liguidation. As security for the loan the liguidating 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 ceorporation is

appointed as the liquidating agent, the reporting and

district court approval requirements of subsection (1) do

not apply.”

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 ae-once, personally, by
mail or by wire, all corresponding banks and all persons or
corporations known te-it 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 department on closing bank ——
court proceedings. {1l) Upon taking the assets and business
of a bank into its possession, the department is authorized

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

=54~ HB 201



P T - L A T o

=]

10
11
12
13
14
15
16
17
18
19
20
21
22
23

24.

25

HB 0201/03

these other acts necessary to conserve its the bank's assets
and business. and--the The department shall proceed to
liquidate the affairs of the bank.

(2) The department may, in-its-diseretion-and except as
otherwise limited by the terms of this chapter, do any acts
neceasary or desirable for the protection of the property
and assets of the bank, and the speedy and economical
ligquidation of the assets and affairs of the bank, and the
payment of +ts creditors, or €for the reopening and
resumption of business where when that is practicable or
desirable.

{3) ¥& The department may institute, in its own name or
in the name of the bank, these-~-suits——-and—-other legal
proceedings as it considers expedient for those the purposes

of subsection {l).

{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
pe made to stockholders, officers, directors, or others
interested in the banky on consent of the court.

{b) In the court proceedings the bank shai: must be
made a party by notice issued on order of the court or

judge, in place of summons, and served upon seme an officer
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of the banky if there is any an officer in the county. #f-ne
officer—can-be-found—in-the-countyr-then-the-netice-shaii-be
posted-—-in-three-pubiiec-places—in-the-county-for-at-ieane-316
days-before-the-day—-of-hearingr
tey-~Ehe—-hearing-of-an-appiieation-or—-petition—-by--the
department--may-—-be--had--at-——any--eimer——eitbher-—in-term-or
vacatioen-in-court-ar-in-chambers;-as-the——court--may--ocvders
after——the-bank-has-had-5-days‘-netice—of-the-appiication-or
the-notice-has-been-pested-for-at-ieast-id-daya~

(5) 1f the federal deposit insurance corporation is

appointed as the liquidating agent, subsection (4) does not

apply.”

Section 39. sSection 32-1-518, MCA, is amended to read:

®32-1-518. Compensation of agents and attorneys. {1)

¥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
shai}¥ must be fixed by the departmenty—-bubt-subject-to
approvai-by-the-judge—of-the—-district-court-of-the-counky-in
which-the-bank-ia--iecatedy——on--notice-——-of--the--bank. The

department shall, upon written request of the distriet
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judge, supply semiannual stafements showing the condition of
the bank in process of liguidation. Except in cases of
emergency, the compensation paid to attorneys and expert
accountants shali must be fixed and approved before services
are rendered. When--the--compensation--has—-been——fixed--and
approved--and--the--services—-renderedy-the The compensation
shai} 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 1liquidating agent, the reporting and

district court approval reguirements of subgection (1) do
not apply.*”
Section 40. section 32-1-531, MCA, is amended to read:

®32-1-531. Notice to creditors of insolvent bank. (1)

Phe Except as provided in subsection (2), the department

shall give notice by advertisement in a newspaper of general

. girculation 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 shai:* must 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 a 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 shaii gggg.be mailed to all persons whose
names appear as creditors upon the books of the bank.

(2) If the federal deposit insurance corporation is

appointed as the 1liquidating agent, the provisions of

subsection {1) 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, Claims -- allowance and rejection. (1) Phe

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 1lower than that claimed, notice shati must be given
the claimant personally or by certified er-—registered mail
and an affidavit of the service of the notice, which shaii
be is prima facie evidence of service, shait 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-fiw--the--ameunt
of-—the-ciaim-and-its-order-of-priority-or-either. An appeal

from the department’'s allowancey-either-as—-teo--priority--or

-58- HB 201



© @ =N ¢ uw b W N

i0
11
12
13
14
15

16
17
18
19
20
21
22
23
24
25

HB 0201/03

amennty may alsc be taken to-the-district-court—-of-that
ecounty 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 procf of the
parties and enter Jjudgment reversing, affirming, or
modifying the department’s action.

[6) If the federal deposit insurance corporation is

appeinted as the liquidating agent, the provisions of

subsections (1} 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. 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 shaii-be is as follows:

(a) the expense of liguidation, 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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{c)} all funds held by the bank in trust;

{d) debts due depositorsy or holders of cashier's
checks, certified checks, ecentractuat--tiabiltitieay and
drafts on correspondent banks, including protest feesy 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
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 vioclation of law or
otherwise, are included within the terms of this subsection
{1){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, mshali
be is considered as part of the debt due.

{e) interest on the classes of claims contained in
subgections (l){a) through (1){d) of-this-sectron without
regard to the priority computed from the date of closing of
the bank at the rate of 7% a year;

{£f) unliguidated claims for damages and similar claims,

including claims of stockholders for amounts claimed to have
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been voluntarily advanced to the bank or paid in by way of
specialvor voluntary or other assessments.
{2) The department may, in its discretion, without

regard to the priorities fixed in subsections (1){¢) through

{1)(f) of-~this--sectien 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 Z%ikewise property on which the bank has liens by
mortgage or otherwise. ¥&¢ The department may aisor——in——its
disevekbiony create a fund or retain ¢m--its-—hands, in
preference to the claim of any creditors in subsections
(1)(c) through (1)(f), money for those purposes.

{}) Collateral that has been put up or pledged as
security for the payment of bills payable by a bank ar loans
or discounts that have been cutstanding 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 shei* must be allowed.

(4) Deposite of a person, firm, or corporation in a
bank which that is in the possession of the department may

be offset againat any indebtedness {subject to the
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conditions of subsection (3) of--this—-section}, excapt
assessments on stock, due to the bank from that person,
firm, or corporation. All dividends when declared 1in 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 unclaimed funds. (1) The
department shall certify to the state treasurer a complete
list of funds remaining with it that are uncalled fory and
that which have been left with it in its official capacityr
in trust for depositors in and creditors of a liguidated
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, ¢t the department shall transmit to the
state treasurer the funds;, with accumulated interest on
them, whieh that it has se held in trust for 6 months. A
copy of the certificate shail 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 of-this-state.

{3) A depositor or creditor of a liquidated bank who
has not been paid the amount standing to his the person's
credit as thus certified to the state treasurer may apply to

the department for the amount due him. The depositor or
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creditor shall make an affidavit and offer proof of hias
identity and of the amcunt due him—by-the—liquidated-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,
ss certify the claim to the department.y-whichy-if-it~- If
the department approves the claim, it shall transmit pay the
claim to the tegisiature-with-a-statement--of--its——approval

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 claimsg."

Section 44. sSection 32-1-538, MCA, is amended to read:
“32-1-538. Disposition of assets remaining after

payment of claims. {1} When 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
claimse 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 may apply to the judge of that court
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in--open—court-er-in-chambers for an order authorizing it to
surrender the remaining assets, together with all the
stationery, correspondence, bocks, 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 some other person, if any,
designated as trustee by a majority of the stockholders. The
report and petition shait must be set for hearing upon
notice whieh 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 performance of their
dutjes. The trustee or trustees shall complete the
ligquidation 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 shaii 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) ef-this-section.

(2) If the assets of the bank are insufficient Ffor
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making payments in full to the depositora and creditors of
the bank, then, when the department has liguidated all
available assets and disbursed them as provided by law, the
department shall £ile 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 whiech that the court may order,
the report shaii 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 cf the order
closing the trust, the dJepartment is discharged from all
further liability or responsibility in connection with the
assets and affairs of the bank. The charter of the bank
shait 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 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 shai: must be wmade a party by notice

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

the court directsy and applications authorized by this
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section may be heard at any time in-eourt-or-in-chambersr-as

the--court-—may--ordery upon not less than 5 days' posted or

served notice of the hearing.

{4) If the federal deposit insurance corporation is

appointed as the liguidating agent, the reporting and

district court approval regquirements of subsections (1)

through (3) do not apply."

Section 45. section 32-1-551, MCA, is amended to read:
*32-1-551. Liguidating officer's poweras and duties. (1)

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

taking possession of a bank for the purpose of ligquidation,
the liguidating officer duiy-gualified-under—-the--iawsy mnmay
as soon as he the officer ascertains that the assets of sueh
the bank will be insufficient to pay its debts and
liabilities, may proceed to collect and enforce the
stockheolders' liability. FPFor that purpose, he the officer
may institute and maintain in hés the officer's own name as
sueh liguidating 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®' 1liability, and any
money so paid to the liguidating officer by a stockholder in

whole or partial satisfaction of his the stockholder's

liability shai® is not be-deemed considered paid voluntarily

but shati-give 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 a creditor or the 1liquidating officer. The
liquidating officer is--authorized may, by--and with the
consent of the court having Jjurisdiction of such the
liguidation, to compromise, settle, and compound claims for
stockholders’ liability, and sueh the settlements and
compromises when approved by the court shati--be are legal

and binding upon all parties concerned, including creditors.

{2) (a) A+ Except as provided in subsection (2}(b),

all sums collected by a liquidating officer on account of
stockholders' 1liability, either received Erom voluntary
payments or collected by suits, settlements, or compromises,
shait 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 @ 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. .

b} s-except——that-—the The liquidating cfficer may
deduct from amounts collected the court costs or atterney's
attorney fees (sueh--ateerneyts the attorney fees to be
allowed for not more than 10% of the amount collected.,
provided that the 10% allowed for attorneyts attorney fees
shail may not apply to collections whieh 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 thereeof,

(3) If the federal deposit insurance corporation is

appointed as the 1liguidating agent, the reporting and

digtrict court approval regquirements 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 ligquidating officer. (1)
Por 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 1liquidation is by the department or its deputies and
agents. The term alsc includes all receivers of state banks
qualified to 1liguidate a state bank under any law of this
state.

{2} The liguidating officer of a bank may decide when
the asgets of a failed bank are not sufficient to pay the
debts, contracts, engagements, and liabilitiesy and he may
determine the guestion-of-the time when and the court where
necessary legal proceedings shaii-be are conducted, subject
to the general provisions of law governing venue and place
of trial.

(3) The provisions of 32-3-333--and 32-1-551 through
32-1-553 do not impose any iiability on a stockholder of a

bank which that 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, Department to file inventory -- report

required --_ exception, (1) %Phe Except as provided in

subgection (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 insclvent bank, such as
Eurniture, fixtures, real estate, mortgages, bonds, and
notes, secured and unsecured. 3t The department shall eise
every 6 months, or more often if required by the court, file
with the court a report showing the status of the
liguidation of the bank, the assets that have been
liguidated and ccllected, the amounts and manner of payments
made to creditors, the manner in which claims have been
handled, and the assets on hand. The report shai:* 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,
shatt be approved by the court.

{2} 1f the federal deposit insurance corporation is
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appointed as the ligquidating agent, subsection {1} does not

apply."

Section 48. section 32-1-606, MCA, is amended to read:

"32-1-606. Closed banking institutions empowered to
borrow from the corporation. If a banking institution is
closed on account of inability to meet the demands of its
depositors, er by action of the department, or by action of
its directors, ory in the event of its insolvency or
suspension, the department or its agenty-with—the-permission
ef-the--court--having--jurisdictiens may borrow from the
corporation and furnish any of the assets of the institution
to the corporation as security for a loan from i+t the
corporation. The department upen-the--order--of——pa--disteieck
court—-of-ecompetent-jurisdiction may sell to the corporation
any part or all of the assets of the institution. The
provisiogns of this saection do not limit the power of a
banking institution or the department to pledge or sell

asgets 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 shati 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, 32-1-385-through

32-1-307, 32-1-308, 32-1-321, 32-1-322, and 32-1-3257--and

32-3-353--threugh--32-2-356 or under the laws of the United
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States. To the extent not inconsistent with the provisions
of this part, any a subsidiary trust company incorporated
under the laws of this state shaii-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
States shaii--be 1is subject, toc 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.”

NEW SECTION. Section 50. 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-;-431, MCA,
are repealed.

NEW SECTION. Section 51. codification instruccion.
[Sections 10, 11, and 13] are intended to be ccdified as an
integral part of Title 32, chapter 1, and the provisions of
Title 32, chapter 1, apply to [sections 10, 11, and 13].

NEW SECTION. Section 52. Eeffective dates. (1)
[Sections 1, 7, B8, and this section] are effective on
passage. and approval.

(2) (Sections 2 through 6 and 9 through 51] are
effective October 1, 1993,

~End-
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