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Hewet. BILLNOAZD
INTRODUCED BY (~oue b 1) 7. ,[’m W
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A BILL FOR AN ACT ENTITLED: "AN ACT REVISING BANKING LAWS; CONFORMING MONTANA

STATUTES TO PROVISIONS OF THE RIEGLE-NEAL INTERSTATE BANKING AND BRANCHING EFFICIENCY
ACT OF 1994; REVISING THE CONSOLIDATION AND MERGER OF BANKS; REVISING THE PERIOD OF
EXISTENCE REQUIRED OF A BANK 7O BE ACQUIRED BY A BANK HOLDING COMPANY; PROVIDING FOR
THE SALE AND RELOCATION OF BRANCH BANKS; REVISING THE MONTANA ELECTRONIC FUNDS
TRANSFER ACT TC REFLECT CURRENT TECHNOLOGY AND TO COMPLY WITH FEDERAL LAWS AND
REGULATIONS; REQUIRING DISCLOSURES RELATING TO OTHER CHARGES AND SURCHARGES;
CHANGING FROM MANDATORY TO DISCRETIONARY THE ADOPTION OF RULES BY THE DEPARTMENT
OF COMMERCE CONCERNING BANK DRAFTS AND RETAIL INSTALLMENT SALES; AMENDING SECTIONS
31-1-211,32-1-202,32-1-204,32-1-371,32-1-381, 32-1-382,32-1-383,32-1-437,32-1-465,32-6-102,
32-6-103, 32-6-104, AND 32-6-301, MCA; REPEALING SECTIONS 32-6-201, 32-6-202, 32-6-203,
32-6-204, 32-6-305, 32-6-307, 32-6-308, AND 32-6-309, MCA; AND PROVIDING EFFECTIVE DATES."

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

Section 1. Section 31-1-211, MCA, is amended to read:

"31-1-211. Powers of department. {1) The department sha# may adopt rules necessary to carry
out the intent and purposes of this part. All rules of general application shalt must be filed in the office of
the department. A copy of every rule shadt must be mailed to each licensee, postage prepaid, at least 15
days in advance of its effective date. However, the failure of a licensee to receive a copy of the rules does
not exempt him the licensee from the duty of compliance with those rules lawfully adopted under the
provisions ot this section.

(2) The department may issue subpoenas tc compel the attendance of witnesses and the
production of documents, papers, books, records, and other evidence before it in any matter over which
it has jurisdiction, control, or supervision pertaining to this part. The department may administer caths and
atfirmations to a person whose testimony is required.

{3) !f a person refuses to obey a subpoena or to give testimony or produce evidence as required
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by it, a judge of the district court of the county in which the licensed premises are located may, upon
application and proof of the refusal, issue a subpoena or subpoena duces tecum for the witness to appear
hefore the department to give testimony and produce evidence as may be required. The clerk of court shall
then issue the subpoena, as directed, under the seal of the court, requiring the person to whom it 1s
directed to appear at the time and place designated in it.

(4) If a person served with a subpoena refuses to obey it or to give testimony or produce evidence
as required by & the subpoena, the department may apply to the judge of the court issuing the subpoena
for an arrest warrant for that person, as for a contempt. The judge, upon satisfactory proof of the refusal,
shall issue an arrest warrant, directed to any sheriff, constable, or police officer, for the arrest of that
person and, upon his that person being brought before the judge, proceed to a hearing of the case. The
judge may compel:

(a) obedience to the subpoena;

{b) the answering of any question;

{¢) the production of any evidence that may be proper; or

{d) the witness to pay the costs of the proceeding.

{b) Failure to comply with the requirements of subsestiens subsection (4){a), (4}(b), ar [4])(c) is

punishable by a fine not exceeding $100 or by imprisonment in the county jail, or both."

Section 2. Section 32-1-202, MCA, is amended to read:
"32-1-202. Powers and duties of board. The board shall:
(1) make final determinations upon applications for certificates of autharization for new banks,

branch banks, sales of hranch banks, mergers, consoiidations, and relocations of banks and branch banks;

(2} actin an advisory capacity with respect to the duties and powers given by statute or otherwise

to the department as the duties and powers relate to banking."

Section 3. Section 32-1-204, MCA, is amended to read:

"32-1-204. Hearings -- notice. (1) A hearing shaHt must be conducted upon all applications for new
bank certificates of authorization, in accordance with the Montana Administrative Procedure Act relating
1o a contested case, whether or not any protest to the application is filed.

(2} A notice of the filing of an application for a new bank certificate of authorization shal must be
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mailed to all banks within 100 miles of the proposed location, measured in a straight line.

{3) A hearing skak must be conducted no sooner than 30 days and not later than 90 days following
the mailing of sueh the notice.

{4) Any A bank filing a written protest with the board prior to the date of the hearing shall must
be admitted as a "party”, as defined in the Montana Administrative Procedure Act, with full rights of a
party, including the right of subpoena of witnesses and written materials, the right of cross-examination,
the right to have a transcript, ard the right to receive all notices, a copy of the application, and all orders,
and the right of judicial review and appeal.

{5) All applications for mergers, consolidations, sales of branch banks, or relocations of banks or

branch banks shall-ikewise also require a hearing, and all of the rights and procedures stated-hereinshall

in subsection (4) apply to these matters.

(6) Natwithstanding the requirements of subsections (1) through (5}, when the deposit liability of
any closed bank is 1o be transferred to or assumed by a state hank being organized for that purpose, the
board is-empewered-te may issue a certificate of authorization without notice or hearing, according to rules

adopted by the board."”

Section 4. Section 32-1-371, MCA, is amended to read:

"32-1-371. Consolidation or merger of banks. (1) The words "bank” or "barks" as used in
32-1-372 and this section include commercial banks, savings banks, trust companies, investment
companies, and cther sush corporations carrying on the business of banking, of a trust company, or of an
investment company under the laws of this state or doing business in this state under the national banking
laws of the United States.

{2) {a) Any two or more banks deinrg-busiress-n-this-state-and under common ownership may, with

the approval of the state banking board in the case of state banks, consolidate or merge into one bank, on
saeh terms and conditions as—ay—be lawfully agreed upon by a majority of the board of directors of each
bank proposing to consolidate or merge. Before a consolidation or merger becomes effective, it must be

approved by the shareholders of each merqging bank by a vote of not less than two-thirds of the outstanding

shares of each class of voting stock entitled to vote on the merqger proposal at a meeting cailed tg consider

the merger

. The approval by the shareholders must be provided in writing
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or reflected in the minutes of the shareholders’ meeting. The capital stock of the consolidated or merged

bank may not be less than that required under existing law for the organization of a bank of the class of

the iargest of the ¢onsolidating banks se—seasehdating. |f upon the completion of the merqer the resulting

bank has a main banking house and a branch bank or branch banks as defined in 32-1-109, then all banks

involved must have conducted bhusiness in this state for a continuous period of at least 5 vears prior to the

effective date of the merger.

(h) MNething-in-this This section permits does not permit a bank or bank holding company located

in another state to acguire by consolidation, merger, or otherwise any bank doing business in this state in
contravention of 12 U.5.C. 1842,
(¢} Two or more banks under common ownership may not consolidate or merge unless all hanks

under the common ownership are parties to the consolidation or merger. Subject 1o approval of the state

banking board, nothing contained in parts 1 through % of this chapter or in this section may be construed

to prohibit consolidation or merger of banks that come under common ownership with banks that have been

previously merged or_consolidated.

{3) Upon consolidation or merger, the corporate franchise, the corporate life, being, and existence,
and the corporate rights, powers, duties, privileges, franchises, and obligations, including the rights,
powers, duties, privileges, and obligations as trustee, executor, administrator, guardian, and alard every
right, power, duty, privilege, and obligation as fiduciary, together with title to every species of property,
real, personal, and mixed of the consolidating or merging banks shal are, without the necessity of any
instrument of transfer, beeeme consolidated or merged and continued in and held, enjoyed, and assumed
by the consolidated or merged bank. The consoclidated or merged bank shalhaveard-eniey has the right
equal es—te—prertes with any other applicant to appointment by the courts to the offices of executor,
administrator, guardian, or trustee under any will or other instrument made prior to the consolidation or
merger and by which will er instrument the consolidating or merging bank was nominated by the maker to
the office.

(4} Upon consolidation or merger, the consolidated or merged bank shalt designate and operate ane
of the prior main banking houses of the consolidating or merging banks as its main banking house and the
bank may maintain and continue to operate the main banking houses of each of the other consolidating or
merging banks as a branch bank.

(5) A branch bank must shall offer all services offered at a main banking house.
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{6} {a) Upon consolidation or merger and subject to the provisions of subsection (8}{b}, the banks

involved may not directly or indirectly contro! more than 19% of all deposits in federally insured banks,

savings associations, and credit unions located in this state.

{b) On Qctober 1, 1995, and on October 1 of each succeeding year, the percentage limitation

contained in subsection (6}{a} must be increased by 1% until the limit reaches 22%."

Section 5. Section 32-1-381, MCA, is amended to read:

"32-1-381. Purpase. {1) The purpose of 32-1-381 through 32-1-384 is to;

{a) authorize interstate banking by the acquisition of existing banks within the framework of the
"Douglas amendment” to the Bank Holding Company Act of 1956, as amended—and;

{b) +e provide a variety of banking alternatives in Montana in terms of the numbers and ownership
of banks-;_and

{c) conform Montana statutes with the provision of the Riegie-Neal interstate Banking and Branching

Efficiency Act of 1994, Public Law 103-32B, 108 Stat. 2338, effective September 29, 1995. Any

inconsistencies between the provisions of 32-1-381 through 32-1-384 and Public Law 103-328 must be

resolved in favor of Public Law 103-328. Hfederal-Hegistatien—authofizes-unrestrictedinterstate-banking

{2) Sections 32-1-381 through 32-1-384 do not authorize the establishment of a branch bank in
Montana by a bank not located in Montana. Sections 32-1-371 and 32-1-375 do not apply to acquisitions

or transactions authorized in 32-1-381 through 32-1-384."

Section 6. Section 32-1-382, MCA, is amended to read:

"32-1-382. Definitions. As used in 32-1-381 through 32-1-384, unless the context requires
otherwise, the following definitions apply:

{1} "Acquire" means:

{a) the direct or indirect purchase or exchange of stock;

(b} the direct or indirect purchase of assets and liabilities; or

{c) a merger.

{2} "Bank" means a commercial bank, as defined in 32-1-105, or a natienal banking association
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1 as designated by 12 U.S.C. 24,

2 {3) "Bank holding company" means a bank holding company that is registered under the Banrk
3 Holding Company Act of 19586, as amended, regardless of where it is located or has its headquarters.
4 (4) "Control” means:
5 (a) ownership of, authority over, ar power to vote, directly or indirectly, 25% or more of any class
6 of voting security;
7 (b} authority in any manner over the election of a majority cf directors; or
8 {c) power to exercise, directly or indirectly, a controlling influence over management and policies.
9 {5) "Department” means the department of commerce provided for in 2-15-1801.

10 {6] "Financial institution” means a bank or bank holding company.

11 {7) "Headquarters” means the state in which the activities of a bank hoiding company or a

12 company controlling the bank holding company are "principally conducted” within the meaning of the Bank
13 Holding Company Act of 1956, as amended.

14 (8) "Located in this state” means:

15 {al in the case of a hank, that the organizational certificate identifies an address in this state as the
16 principal place of conducting its business; and

17 {b) inthe case of a bank holding company, an entity, partnership, or trust arganized under the laws
18  of this state.

19
20
21
22
23
24
25
26
27

28
29

30 Section 7. Section 32-1-383, MCA, is amended to read:
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"32-1-383. Acquisition of financial institution by bank holding company not located in this state
-- limitations. (1) A regiorst bank helding company with headquarters in a+eeiprecating another state may
acquire control of a bank located in this state through acquisition of a financial institution if the regienal
bank holding company complies with 32-1-381 through 32-1-384. The bank to be acquired must:

(a) have been conducting business for a continuous period of at least 8 5 years prior to the

effective date of the acquisition; or

{b) be organized for the purpose of purchasing the assets of a bank that has conducted business
for a continuous period of at least 8 5 years prior to the acquisition.

(2) A bank holding company with_headguarters in another state may acquire control of a bank

focated in this state by purchase of stock in or by merger with a regiernal bank holding company.
(3} (a) Subject to the provisions of subsection {3){b), a bank,a bank holding company_or a

subsidiary of the bank or bank holding company may not acquire control of a bank located in this state if

the bank, bank holding company, or subsidiary would directly or indirectly control more than 18% of all
deposits in federally insured banks, savings asscciations, and credit unions located in this state.

(b} On Geteber—1-1984—andon Qctoher 1 of each year thersafter, the percentage limitation
contained in subsection {3){a) must be increased by 1% until the limit reaches 22%.

{4) A bank hoiding company that is not located in this state or that does not have headquarters
in this state may not acquire control of a bank located in this state if the acquisition of control would result
in the aggregate direct or indirect control, by all bank holding companies that do not have headquarters in
this state, of more than 49% of all deposits in all federally insured banks and savings associations located
in this state.

{5} The determination of the limits contained in subsections {3} and (4) must be based upon public
reports filed with the appropriate regulatory agency as of the December 31 preceding the submission to

the appropriate federal banking regulatory agency of the application seeking prior approval of the acquisition

of control of the bank.
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NEW SECTION. Section 8. Saie of branch bank. Notwithstanding the provisions of 32-1-371 and

32-1-372, a bank located and doing business in this state may, with the approval of the state banking
board in the case of a state bank, buy from any other bank also located and doing business in this state
all or substantially all of the business, assets, and liabilities of the selling bank’s branch bank or branch
banks, inciuding the right to own and operate any detached facilities or satellite terminals, upon compliance

with the provisions of this part.

NEW SECT|ON. Section 9. Agreement of purchase and sale. (1) The selling and purchasing banks
shail enter into an agreement that must contain all the terms and conditions af the sale and that must
contain:

(a} proper provision for the agssumption, payment, transfer, or retention of all the liabilities of the
selling bank as to the branch assets and husiness sold;

{b) proper provision for the assumption, payment, transfer, or retention of the purchasing bank of
all fiduciary obligations of the branch or branch business sold.

(2} The agreement for purchase and sale of a state bank must be authorized and approved by the
state banking board. The agreement of purchase and sale of a nonstate bank must be in accordance with
the laws applicable to national banks. After approval, a notice of the sale must be published once a week
for 3 consecutive weeks in a newspaper of general circulation in the county where the branch is located.
The purchasing bank shall provide proof to the department that the natice has been published in accordance

with this section.
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Section 10. Section 32-1-437, MCA, is amended to read:

"32-1-437. Acceptance and issuance of drafts -- rulemaking authority. (1} Evesy A bank organized
and existing under the laws of Montana shel-havepewerand-authertyte may accept for payment at a
future date drafts drawn upon it by its customers; authorizing the holders thereaf of the drafts to draw
drafts upon it or its correspondents at sight or on time—provided—that if the total amount of drafts se
accepted for any one person, firm, or corporation sha# does not at any one time exceed 20% of the capital
and surplus of the accepting or issuing bank,

(2) The department shal may adopt rules to implement this section.”

Section 11. Section 32-1-465, MCA, is amended to read:

"32-1-465. Limit on loans to officer, director, or principal shareholder. {1) Except as provided in
subsection (2), a bank may not extend credit to an officer, director, or principal shareholder 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 surpius.

(2) A member bank with deposits of less than $100 million may by resolution of its board of
directors increase the general limit in subsection {1) to a limit that does not exceed two times the bank’s
unimpaired capital and unimpaired surplus if:

{(a} the board of directors determines that a higher limit is consistent with prudent, safe, and sound
banking practices in light of the bank’s experience in lending to officers, directars, and principal
shareholders and is necessary 1o attract or retain directors or to prevent restricting the availability of credit
in smail communities;

(b} the resolution sets forth the facts and reasoning on which the hoard 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 resoiution 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 12. Section 32-6-102, MCA, is amended 1o read:
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"32-6-102. Findings and purpose. £ The legislature has determined that developmentefelectronc

ntheuse-of this—technology: electronic funds transfer systems are technologies offered hy all types of

financial depository institutions. These technologies provide the consumer with both convenience and

efficiency in _making financial transactions. Requlation E of the federal Electronic Fund Transfer Act

addresses many of the consumer issues relating to these systems. This chapter shallapply applies o

financial institutions chartered under the United States Code or Title 30, chapter 1, parts 1 through 8, to

the extent permitedby-sueh-code that those laws permit.

10 -
@ana Legistative council



54th Legislature LC0OB90.01

Bw N

(8]

11

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27
28
29
30

Section 13. Section 32-6-103, MCA, is amended to read:

"32-6-103. Definitions. As used in this chapter, the-fellowihg-definittersapply unless the context

otherwise requires, the following definitions apply:

(1) "Customer”, in relation to a financial institution, means a holder of a demand or time account
or a membership share in the institution or a person who is a borrower or a mortgagor; in relation to a
merchant, it means a purchaser of goods or services.

{2} "Department" means the department of commerce.

(3) "Electronic funds transfer” means debiing-ercrediting-a-depositors—aseourt—orotherwise

norma-humanterventen any transfer of funds, other than a transaction originated by check, draft, or

similar paper instrument that is initiated through an electronic terminal, telephone, computer, or magnetic

tape for the purpose of ordering, instructing, or authorizing a financial institution to debit or credit an

account and to impase a surcharge for the transfer. The term includes but is not limited to point-of-sale

transfers, automated teller machine transfers, direct deposits or withdrawals of funds, and transfers initiated

by telephone. It also includes a transfer resulting from a debit card transaction, including a transaction that

11 -
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does not involve an electronic terminal at the time of the transaction. The term does not include payments

made by check, draft, or similar paper_instrument at an electronic terminal.

(4) "Electronic terminal” means_an_electronic device, other than a telephone, operated by a

consumer, through which a consumer may initiate an electronic_funds transfer. The term includes but is

not limited to point-of-sale terminals, automated teller machines, and cash dispensing machines.

{6] "Financial institution” means a bank chartered under chapter 1 of this title, a bank chartered
under the National Banking Acts in Title 12 of the United States Code, a building and loan associaticn
chartered under chapter 2 of this title, a savings and loan association chartered under the Home Qwners’
Loan Act in Title 12 of the United States Code, a credit union chartered under chapter 3 of this title, or a
credit union chartered under the Federal Credit Union Act in Title 12 of the United States Code. For
purposes of this chapter only, a consumer loan company licensed under chapter b is considered a financial
institution.

$3(6) "Merchant" means a natural person, corporation, partnership, or association engaged in
buying and selling goods or services, except that a financial institution is not a merchant.

#6847} "Person” means an individual, partnership, corporation, association, or any other business

organization.

(8) "Premises" means those locations where, by applicable iaw, financial institutions are authorized

to maintain a principal place of business and other offices for the conduct of their respective businesses:;
the, The term includes a detached drive-in or walk-up facility approved under 32-1-372.

{9) (a) "Satellite terminal™ means any machine or device that is located off the premises of a

financial institution whieh and that a financial institution or its customers may use to carry out electronic
funds transfers.

{b) Satellite terminal includes:

{i) an automated teller machine, which means a satellite terminal to make electronic funds transfers,
located off the premises of financial institutions, operated by customers of financial institutions without
assistance, and activated by a unique identification device and personal identification number;

(it} apoint-of-sale terminal, which means a satellite terminal lecated on the premises of a merchant,

-12 -
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operated by a customer, a merchant, or bs the merchant’s employees solely to debit or credit a customer’s
deposit or share account in a financial institution and solely to credit or debit the merchant’s account
commensurately for transactions in goods or services. A point-of-sale terminai need not be activated by a
unique personal identification device. A merchant has the option, previded-that if the necessary computer
capability exists at a reasonable cost, of selling goods or services by point-of-sale terminals with the
electronic funds transfer taking effect at the time of the transaction or at a stated time after the transaction.

{c} The definition of satellite terminal does not include and nothing in this chapter may be construed
to apply to:

{iYy an automated telter machine located on the premises of a financial institution;

(i an automated clearinghouse or any equivalent system designed to transfer funds between
financial institutions; or

(il a point-of-sale terminal wieh that is vthzed used by a merchant in the merchant’s business
only and does not provide access to a financial institution.

{10} "Unique identification device” means a magnetic encoded plastic card or equivalent device

contarg that contains either a number unigue-to-a-eustermer or a dollar_balance, or both, that is unique

1o a customer and that is issued by a financial institution, merchant, or other person.”

Section 14. Section 32-6-104, MCA, is amended to read:

"32-6-104. Consumer information. (1) A financial institution or its affiliate engaging in electronic
funds transfers with its customers shall, prior to authorizing a customer to make electronic funds transfers,
provide the customer with an itemized statement clearly setting forth, without limitation:

{a) the specific transactions whieh that may be performed through sateilite terminals;

{h) the charges, if any, for individual transactions ergaged—n made through a satellite terminal;

(¢} minimum balance requirements, if any;

(d} the liability of the various parties for unauthorized transactions made by electronic funds
transfer, with special emphasis upon the liability when the customer makes his a personal identification
number readily available for discovery in connection with theft or loss of the unique identification device
and upon the importance of immediate notification to the institution of theft or loss;

{e) the legal status of receipts issued from a satellite terminal;

{f) the right of the customer to a description of transactions performed by satellite terminal on any

-13 -
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neriodic statement of account furnished the customer;

{g) the right of the customer to seek correction of amy-errers an error ke that the customer believes
have has been made in kis the customer’s account by electronic funds transfer;

(h) instructions in maintaining customer records and reconciling balances and in the importance of
retaining receipts of electronic funds transfers; and

iy the economic significance of having no "float” time and no stop-payment authority,

(2) The customer shall then sign a statement acknowledging his acceptance of these terms and
conditions and give the statement to the financial institution. A copy of the statement, countersigned by
an officer of the financial institution, must be provided 1o the customer. In addition, the information sat
forth in subsection {1}{d) must be specifically acknowledged by the customer. The customer shall verify
his acknowledgement by signing his the customer’'s initials immediately adjacent to the information
provided.

(3) A financial institution that elects to impose a surcharge for the use of an electronic_terminal

shall clearly advise the user of the electronic_terminal, through a message displayed on the electronic

terminal screen, of the exact amount of the surcharge. The user must then be provided the option either

to cancel the transaction, without incurring the surcharge, or to complete the transaction subject to the

surcharge.

{4) A merchant or person other than a financial institution that issues a unique identification device
to its customers for use at a point-of-sale terminal and that provides to the hoiders of the unique
identification device a disclosure that satisfies the initial disclosures of terms and conditions under
Regulation E of the federal Electronic Fund Transfer Act is considered to be in compliance with the

disclosure requirements of this section.”

Section 15. Section 32-6-3C1, MCA, is amended to read:

"32-6-301. Records of electronic funds transfers. (1) A satellite terminal sha# must be operated
se-as5 to produce a humanly readable record of any transaction and to provide a copy of this record to the
person initiating the transaction as soon as the transaction is compiete.

{2} The receipt provided to the person initiating an electronic funds transfer shat-be is admissible
as evidence in any legal proceeding and constitutes prima facie proof of the transaction whiek that it

records.

- 14 -
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(3) {a) A financial institution shall provide each of its customers wzsg using electronic funds
transfer services with a periodic account statement containing a brief description of all electronic funds
transfers sufficient to enable the customer to identify any transaction and relate the transaction to the
receipt provided under subsection {1) ef-this-section.

(b} The periodic account statement description _of automated teller machine transactions must

include a specific geographic location where each transaction occurred.

{e) When a periodic account statement includes bogth electronic funds transfers and other
transactions, all electronic funds transfers shalt must be identified as such and be furnished in compliance

with this subsection (3)."

NEW SECTION. Section 16. Repealer. Sections 32-6-201, 32-6-202, 32-6-203, 32-6-204,

32-6-305, 32-6-307, 32-6-308, and 32-6-309, MCA, are repealed.

NEW SECTION. Section 17. Codification instruction. [Sections 8 and 9] are intended to be

codified as an integral part of Title 32, chapter 1, and the provisions of Title 32, chapter 1, appiy to

[sections 8 and 9].

NEW SECTION. Section 18. Effective dates. (1) [Sections 1 through 4, 8 through 17, and this

section] are effective on passage and approval.
{2) [Sections b through 7] are etfective September 29, 1995.

-END-
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APPROVED BY COMMITTEE
CN BUSINESS AND LABOR

HQUSE BILL NO. 428
INTRODUCED BY EWER, MILLS, SIMON, DEVANEY, BARNETT, FORRESTER, WILSON, HERTEL

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING BANKING LAWS; CONFORMING MONTANA
STATUTES TO PROVISIONS OF THE RIEGLE-NEAL INTERSTATE BANKING AND BRANCHING EFFICIENCY
ACT OF 1994; REVISING THE CONSOLIDATION AND MERGER OF BANKS; REVISING THE PERIOD OF
EXISTENCE REQUIRED OF A BANK TO BE ACQUIRED BY A BANK HOLDING COMPANY; PROVIDING FOR
THE SALE AND RELOCATION OF BRANCH BANKS; REVISING THE MONTANA ELECTRONIC FUNDS
TRANSFER ACT TO REFLECT CURRENT TECHNOLOGY AND TO COMPLY WITH FEDERAL LAWS AND
REGULATIONS; REQUIRING DISCLOSURES RELATING TO OTHER CHARGES AND SURCHARGES;
CHANGING FROM MANDATORY TO DISCRETIONARY THE ADOPTION OF RULES BY THE DEPARTMENT
OF COMMERCE CONCERNING BANK DRAFTS AND RETAIL INSTALLMENT SALES; AMENDING SECTIONS
31-1-211,32-1-202,32-1-204,32-1-371,32-1-381,32-1-382, 32-1-383,32-1-437,32-1-4656, 32-6-102,
32-6-103, 32-6-104, AND 32-6-301, MCA; REPEALING SECTIONS 32-6-201, 32-6-202, 32-6-203,
32-6-204, 32-6-305, 32-6-307, 32-6-308, AND 32-6-309, MCA; AND PROVIDING EFFECTIVE DATES."

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

Section 1. Section 31-1-211, MCA, is amended to read:

"31-1-211. Powers of department. (1) The department shalt may adopt rules necessary to carry
out the intent and purposes of this part. All rules of general application shall must be filed in the office of
the department. A copy of every rule skal must be mailed to each licensee, postage prepaid, at least 15
days in advance of its effective date. However, the failure of a licensee to receive a copy of the rules does
not exempt kirr the licensee from the duty of compliance with those rules lawfully adopted under the
provisions. of this section.

(2) The department may issue subpoenas to compel the attendance of witnesses and the
production of documents, papers, books, records, and other evidence hefore it in any matter over which
it has jurisdiction, control, or supervision pertaining to this part. The department may administer oaths and
affirmations to a person whose testimony is required.

(3) If a person refuses to obey a subpoena or to give testimony or produce evidence as required

1 HB 428
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by it, a judge of the district court of the county in which the licensed premises are located may, upon
application and proof of the refusal, issue a subpoena or subpoena duces tecum for the witness to appear
before the department to give testimony and produce evidence as may be required. The clerk of court shall
then issue the subpoena, as directed, under the seal of the court, requiring the person to whom it is
directed to appear at the time and place designated in it.

{4) |f a person served with a subpoena refuses to obey it or to give testimony or produce evidence
as required by & the subpoena, the department may appty to the judge of the court issuing the sulbpoena
for an arrest warrant for that person, as for a contempt. The judge, upon satisfactory proof of the refusal,
shall issue an arrest warrant, directed to any sheriff, constable, or police officer, for the arrest of that
person and, upon his that person being brought before the judge, proceed to a hearing of the case. The
judge may compel:

{a) obedience to the subpoena;

(b} the answering of any question;

{c) the production of any evidence that may be proper; or

{d) the witness to pay the costs of the proceeding.

{6) Failure to comply with the requirements of subseetions subsection {4)(a), (4](b), or {4}(c} is

punishable by a fine not exceeding $100 or by imprisonment in the county jail, or both."

Seaction 2. Section 32-1-202, MCA, is amended to read:
"32-1-202. Powers and duties of board. The board shall:
{1) make final determinations upon applications for certificates of authorization for new banks,

branch banks, sales of branch banks, mergers, consolidations, and relocations of banks and branch banks;

{2) actin an advisory capacity with respect to the duties and powers given by statute or otherwise

to the department as the duties and powers relate to banking.”

_ Section 3. Section 32-1-204, MCA, is amended to read:
"32-1-204. Hearings -- notice. {1} A hearing skal must be conducted upon al! applications for new
bank certificates of authorization, in accordance with the Montana Administrative Procedure Act relating
to a contested case, whether or not any protest to the application is filed.

{2) A notice of the filing of an application for a new bank certificate of authorization shal must be

-2- HB 428
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mailed to all banks within 100 miles of the proposed location, measured in a straight line.

(3) A hearing shall must be conducted no sooner than 30 days and not later than 90 days following
the mailing of sueh the notice.

{4) Awsy A bank filing a written protest with the board prior to the date of the hearing sha#t must
be admitted as a "party”, as defined in the Montana Administrative Procedure Act, with full rights of a
party, including the right of subpoena of witnesses and written materials, the right of cross-examination,
the right to have a transcript, and the right to receive all notices, a copy of the application, and all orders,
and the right of judicial review and appeal.

{5} All applications for mergers, consolidations, sales of branch banks, or relocations of banks or

branch banks shal-iewise also require a hearing, and all of the rights and procedures stated-hereinshall

in subsection {4) apply to these matters.

(6) Notwithstanding the requirements of subsections (1} through (5}, when the deposit liability of
any closed bank is to be transferred to ar assumed by a state bank being organized for that purpose, the
board isempewered-te may issue a certificate of authorization without notice or hearing, according to rules

adopted by the board.”

Section 4. Section 32-1-37%, MCA, is amended to read:

"32-1-371. Consclidation or merger of banks. (1) The words "bank" or "banks" as used in
32-1-372 and this section include commercial banks, savings banks, trust companies, investment
companies, and other sgeh corporations carrying on the business of banking, of a trust company, or of an
investment company under the laws of this state or doing business in this state under the national banking
faws of the United States.

{2} (a) Any two or more banks doirg-Busipess-in-thisstate-and DOING BUSINESS IN THIS STATE

AND under common ownership may, with the approval of the state banking board in the case of state

banks, consolidate ar merge into one bank, on suek terms and conditions as—+ray-be lawfully agreed upon

by a majority of the board of directors of each bank proposing to consolidate or merge. Before a

consolidation or merger becomes effective, it must be approved by the shareholders of each merging bank
by a vote of not less than two-thirds of the outstanding shares of each class of voting stock entitled to vote

on the merger propgsal at a meeting called to consider the merger ratified-by-the-censentirwrting-otthe
ol of-ea H ba 3 Y 3 s—thirds—of+ apHa 6 adtstanging. 1he approval

/\'\ ' 3. HB 428
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by the shareholders must be provided in writing or reflected in the minutes of the shareholders’ meeting.

The capital stock of the consolidated or merged bank may not be less than that required under existing law
for the organization of a bank of the class of the largest of the cansolidating banks se—eenselidating. |f

upon the completion of the merger the resulting bank has a main banking house and a branch bank or

branch banks as defined in 32-1-109, then all banks involved must have conducted busingss in this state

for a continuous period of at least 5 years prior to the effective date of the merger.

{b) Nething—-this This section permits does not permit a bank or bank holding company located

in another state to acquire by consolidation, merger, or otherwise any bank decing business in this state in
contravention of 12 U.S.C. 1842,
{c} Two or more banks under common ownership may not consolidate or merge unless all banks

under the common ownership are parties to the consolidation or merger. Subject to approval of the state

banking board, nothing contained in parts 1 through 5 of this chapter or in this section may be construed

to prohibit consolidation or merger of banks that come under common gwnership with banks that have been

previcusly merged or consolidated.

{3) Upon consolidation or merger, the corporate franchise, the corporate life, being, and existence,
and the corporate rights, powers, duties, privileges, franchises, and obligations, including the rights,
powers, duties, privileges, and obiigations as trustee, executor, administrator, guardian, and at-and every
right, power, duty, privilege, and obligation as fiduciary, together with title to every species of property,
real, personal, and mixed of the consolidating or merging banks skal are, without the necessity of any
instrument of transfer, beeere consolidated or merged and continued in and held, enjoyed, and assumed
by the consclidated or merged bank. The consolidated or merged bhank shalhave-and-enjey has the right
equal as—te—prierities with any other applicant to appointment by the courts to the offices of executor,
administrator, guardian, or trustee under any will or other instrument made prior to the consolidation or
merger and by which will or instrument the consolidating or merging bank was nominated by the maker to
the office.

(4) Upon consolidation or merger, the consolidated or merged bank shall designate and operate one
of the prior main banking houses of the consolidating or merging banks as its main banking house and the
bank may maintain and continue to operate the main banking houses of each of the other consolidating or
merging banks as a branch bank.

{5) A branch bank must shall offer all services offered at a main banking house.

4. ‘ HB 428
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(6] (a} Upon consolidation or merger and subject to the provisions of subsection {6)(b), the banks

involved may not directly or indirectly control more than 19% of all depaosits in federally insured banks,

savings associations, and credit unions located in this state.

{b) On October 1, 1995, and on October 1 of each succeeding year, the percentage limitation

contained in subsection (B)(a} must be increased by 1% until the limit reaches 22%.

{7)_A BRANCH BANK MAY BE RELOCATED WITH THE APPROVAL OF THE STATE BANKING

BOARD IN THE CITY OR WITHIN 3,000 FEET OF THE CITY LIMITS IN WHICH IT IS LOCATED. UPON

RELOCATION, THE BRANCH MAY NOT BE CLOSER THAN 200 FEET TO A BRANCH OR DETACHED

FACILITY OPERATED BY ANY OTHER BANK OR CLOSER THAN 300 FEET TO THE MAIN BANKING HOUSE

OF ANY OTHER BANK, THE MEASUREMENTS TO BE MADE IN A STRAIGHT LINE FROM THE CLOSEST

POINTS OF THE CLOSEST STRUCTURES INVOLVED, THE DISTANCES SPECIFIED IN THIS SUBSECTION

IN RELATION TO A BRANCH OR DETACHED FACILITY OPERATED BY ANY OTHER BANK AND IN

RELATION TO THE MAIN BANKING HOUSE OF ANY OTHER BANK MAY BE DECREASED BY MUTUAL

WRITTEN AGREEMENT OF THE BANKS INVOLVED TO NOT CLOSER THAN 150 FEET TO A BRANCH CR

DETACHED FACILITY OPERATED BY ANY OTHER BANK OR CLOSER THAN 200 FEET TG THE MAIN

BANKING HOUSE OF ANY OTHER BANK, THE MEASUREMENTS TO BE MADE IN A STRAIGHT LINE FROM

THE CLOSEST POINTS OF THE CLOSEST STRUCTURES INVOLVED."

Section 5. Section 32-1-381, MCA, is amended to read:

"32-1-381. Purpose. (1) The purpose of 32-1-381 through 32-1-384 is tc:

(a} authorize interstate banking by the acquisition of existing banks within the framework of the
"Douglas amendment” to the Bank Holding Company Act of 1956, as amended—and,

{b) t& provide a variety of banking alternatives in Montana in terms of the numbers and ownership
of banks-; and

(¢) conform Montana statutes with the provision of the Riegle-Neal Interstate Banking and Branching

Efficiency Act of 1994, Public Law 103-328, 108 Stat. 2338, effective September 29, 1995, Any

inconsistencies between the provisions of 32-1-381 through 32-1-384 and Public Law 103-328 must be

resolved in favor of Public Law 103-328. H-federal-legislatienauthorizes-unrestrcted-interstate barking

-5 - HB 428
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{2) Sections 32-1-381 through 32-1-384 do not authorize the establishment of a branch bank in
Mantana by a bank not located in Montana. Sections 32-1-371 and 32-1-375 do not appiy to acquisitions

or transactions authorized in 32-1-381 through 32-1-384."

Section 6. Section 32-1-382, MCA, is amended to read:

"32-1-382. Definitions. As used in 32-1-381 through 32-1-384, unless the context reguires
otherwise, the following definitions apply:

(1) "Acquire” means:

ta) the direct or indirect purchase or exchange of stock;

(b} the direct or indirect purchase of assets and liabilities; or

{c) a merger.

(2} "Bank™ means a commercial bank, as defined in 32-1-105, or a national banking association
as designated by 12 U.S.C. 24.

(3) "Bank holding company” means a bank holding company that is registered under the Bank
Holding Company Act of 1956, as amended, regardiess of where it is located or has its headquarters.

(4) "Control" means:

(a) ownership of, authority over, or power to vote, directly or indirectly, 25% or more of any class
of voting security;

{h) authority in any manner over the election of a majority of directors; or

{c) power to exercise, directly or indirectly, a controlling influence over management and policies.

(5} "Department” means the department of commerce provided for in 2-15-1801,

(6Y "Financial institution™ means a bank or bank holding company.

(7) "Headquarters” means the state in which the activities of a bank holding company or a
company controliing the bank holding company are "principally conducted” within the meaning of the Bank
Holding Company Act of 1956, as + :ended.

(8) "Located in this state” means:

{a) in the case of a bank, that the organizational certificate identifies an address in this state as the
principal place of conducting its business; and

(b} in the case of a bank holding company, an entity, partnership, or trust organized under the laws

of this state.

. 6- | HB 428
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Section 7. Section 32-1-383, MCA, is amended to read:

"32-1-383. Acquisition of financial institution by bank holding company not located in this state
-- limitations. (1) A regional bank holding company with headquarters in a+eeibroeating another state may
acquire contral of a bank located in this state through acquisition of a financial institution if the regienat
bank holding company complies with 32-1-381 through 32-1-384. The bank to be acquired must:

(a) have been conducting business for a continuous period of at least & 5 years prior to the

effective date of the acquisition; or

(b} be organized for the purpose of purchasing the assets of a bank that has conducted business
for a continuous period of at least & 5 years prior to the acquisition.

(2} A bank holding company with—-beadenarters—in—anotherstate may acquire control of a hank

located in this state by purchase of stock in or by merger with a regteral bank holding company.
(3) (a) Subject to the provisions of subsection (3)(b), & bank, a bank holding company, or a

subsidiary of the bank or bank holding company may not acquire contirol of a bank located in this state if

the bank, bank holding company, or_subsidiary would directly or indirectly control more than 18% of all
deposits in federaily insured banks, savings assaciations, and credit unions located in this state.

(b On Qetober1—31084—and-en October 1 of each year thereafter, the percentage limitation
cantained in subsection (3}{a) must be increased by 1% untii the limit reaches 22%.

{4) A bank holding company that is not located in this state or that does not have headquarters

in this state may not acquire control of a bank located in this state if the acquisition of control would result

Z\'\ -7 - HB 428
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in the aggregate direct or indirect control, by all bank holding companies that do not have headquarters in
this state, of more than 49% of all deposits in ail federally insured banks and savings associations located
in this state.

(6] The determination of the limits contained in subsections {3) and (4} must be based upon public
reports filed with the appropriate regulatory agency as of the December 31 preceding the submission to

the appropriate federal banking regulatory agency of the application seeking prior approval of the acquisition

of control of the bank.

NEW SECTION. Section 8. Sale of branch bank. Notwithstanding the provisions of 32-1-371 and
32-1-372, a bank located and doing business in this state may, with the approval of the state banking
board in the case of a state bank, buy from any other bank also located and doing business in this state
all or substantially all of the business, assets, and liabilities of the selling bank’s branch bank or branch
banks, including the right to own and operate any detached facilities or sateilite terminais, upon compliance

with the provisions of this part. UPON COMPLETION OF THE SALE, THE PURCHASING BANK MAY

OPERATE A BRANCH BANK AT THE SELLING BANK'S FORMER BRANCH BANK LOCATION.

NEW SECTION. Section 9. Agreement of purchase and sale. (1) The selling and purchasing banks

-8- 1B 428
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shall enter into an agreement that must contain all the terms and conditions. of the sale and that must
contain:

{a) proper provision for the assumption, payment, transfer, or retention of all the liabilities of the
selling bank as to the branch assets and business sold;

(b} proper provision for the assumption, payment, transfer, or retention of the purchasing bank of
all fiduciary obhligations of the branch or branch business sold.

(2) The agreement for purchase and sale of a state bank must be authorized and approved by the
state banking board. The agreement of purchase and sale of a penstate NATIONAL bank must be in
accordance with the laws applicable to national banks. After approval, a notice of the sale must be
published once a week for 3 consecutive weeks in a newspaper of general circulation in the county where
the branch is located. The purchasing bank shall provide proof to the department that the notice has been

published in accordance with this section.

Section 10. Section 32-1-437, MCA, is amended to read:

"32-1-437. Acceptance and issuance of drafts -- rulemaking authority. {1} Every A bank organized
and existing under the laws of Montana shal-have-powerand-authority-te may accept for payment at a
future date drafts drawn upon it by its customers; authorizing the holders thereef of the drafts to draw
drafts upon it or its correspondents at sight or on time—previded—that if the total amount of drafts se
accepted for any one person, firm, or corporation shal doeg not at any one time exceed 20% of the capital
and surplus of the accepting or issuing bank.

(2) The department shal may adopt rules to implement this section.”

Section 11. Section 32-1-465, MCA, is amended to read:

"32-1-465. Limit on loans to officer, directar, ar principal shareholder. (1) Except as provided in
subsection (2}, a bank may not extend credit to an officer, directar, or principal shareholder unless the
extension of credit is in an amount that, when aggregated with the amount of all cutstanding 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 deposits of less than $100 million may by resolution of its board of

directors increase the general limit in subsection {1) to a limit that does not exceed two times the bank's

-9- HB 428
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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 principali
sharehoider;.; 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

(d) the bank meets or exceeds, on a fully phased-in basis, all applicable capital requirements

established by the department.”

Section 12. Section 32-6-102, MCA, is amended to read:

"32-6-102. Findings and purpose. {1 The tegislature has determined that develepmentefelectronic

m-tho—use-of-thisteehnology: electronic funds transfer systems are technologies offered by all types of
financial depository_institutions. These technologies provide the consumer with both convenience and

efficiency in_making financial transactions. Requlation E of the federal Efectronic Fund Transfer Act

addresses many of the consumer issues relating to these systems. This chapter shat—apply applies to

financial institutions chartered under the United States Code or Title 30, chapter 1, parts 1 through 5, to

the extent pesrritted-by-such-eede that those laws permit.
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26 Section 13. Section 32-6-103, MCA, is amended to read:
27 "32-6-103. Definitions. As used in this chapter, the-fellowirg-definitions-apply unless the context

28 otherwise requires, the following definitions apply:

29 {1} "Customer"”, in relation to a financial institution, means a holder of a demand or time account

30 or a membership share in the institution or a person who is a borrower or a mortgagor; in relation 1o a
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merchant, it means a purchaser of goods or services,

(2) "Department” means the department of commerce.

(3) "Electranic funds transfer” means debiting-or—erediting—a-aapositors—a6eouRt-oFBtherwiss

Aorma-humanpterventon any transfer of funds, other than a transaction originated by check, draft, or

similar paper instrument that is initiated through an electronic terminal, telephone, computer, or magnetic

tape for the purpose of ordering, instructing, or authorizing a financial institution to debit or credit an

account and-toimpose-a-surcharge-forthe-transfer. The term includes but is not limited to point-of-sale

transfers, automated teller machine transfers, direct deposits or withdrawals of funds, and transfers initiated

hy telephone. It also includes a transfer resulting from a debit card transaction, including a transaction that

does not involve an electronic terminal at the time of the transaction. The term does not include payments

made by check, draft, or similar paper instrument at an electronic terminal.

{4) "Electronic terminal” means an_electronic_device, other than a telephane. operated by a

consumer, through which a consumer may initiate an electronic funds transfer. The term includes but is

not Jimited to point-of-sale terminals, automated teller machines, and cash dispensing machines.

{6) "Financial institution"” means a bank chartered under chapter 1 of this title, a bank chartered
under the National Banking Acts in Title 12 of the United States Code, a building and loan association
chartered under chapter 2 of this title, a savings and lean association chartered under the Home Owners’
Loan Act in Title 12 of the United States Code, a credit union chartered under chapter 3 of this title, or a
credit union chartered under the Federal Credit Union Act in Title 12 of the United States Code. For
purposes of this chapter only, a consumer loan company licensed under chapter 5 is considered a financial
institution.

63(6] "Merchant” means a natural person, corporation, partnership, or association engaged in
buying and selling goods or services, except that a financial institution is not a merchant.

{847} "Person” means an individual, partnership, corparation, association, or any other business

organization.
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{8) "Premises" means those locations where, by applicable law, financial institutions are authorized

to maintain a principal place of business and other offices for the conduct of their respective businesses;
the. The term includes a detached drive-in or walk-up facility approved under 32-1-372.

{9) {a} "Satellite terminal" means any machine or device that is located off the premises of a
financial institution whiek and that a financial institution or its customers may use to carry out electronic
funds transfers.

b} Satellite terminal includes:

(iy an automated teller machine, which means a satellite terminal to make electronic funds transfers,
located off the premises of financial institutions, operated by customers of financial institutions without
assistance, and activated by a unique identification device and personal identification number;

{iiy a point-of-sale terminal, which means a satellite terminal located on the premisés of amerchant,
operated by a customer, a merchant, or ks the merchant’s émployees solely to debit or credit a customer’s
deposit or share account in a financial institution and sclely to credit or debit the merchant’s account
commensurately for transactions in goods or services. A point-of-sale terminal need not be activated by a
unique personal identification device. A merchant has the option, provided-that if the necessary computer
capability exists at a reasonable cost, of selling goods or services by point-of-sale terminals with the
electronic funds transfer taking effect at the time of the transaction or at a stated time after the transaction.

(c) The definition of satellite terminal does not include and nothing in this chapter may be construed
to apply to:

{i) an automated teller machine located on the premises of a financial institution;

{il an automated clearinghouse or any equivalent system designed to transfer funds between
financial institutions; or

(i} a point-of-sale terminal whieh that is utilized used by a merchant in the merchant’s business
only and does not provide access to a financial institution.

{10} "Unique identification device" means a magnetic encoded plastic card or equivalent device

sertapg that contains either a number wrigue-te—a-eustemer or_a dollar balance, or both, that is unigue

to_a customer and that is issued by a financial institution, merchant, or other person.™
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Section 14. Section 32-6-104, MCA, is amended to read:

"32-6-104. Consumer information. (1) A financial institution or its affiliate engaging in electronic
funds transfers with its customers shall, prior to authorizing a customer to make electronic funds tran-sfers,
provide the customer with an itemized statement clearly setting forth, without limitation:

la) the specific transactions whieh that may be performed through satellite terminals;

(b) the charges, if any, for individual transactions ergaged—a made through a sateliite terminal;

(¢} minimum balance requirements, if any;

(d) the liability of the various parties for unauthorized transactions made by efectronic funds
transfer, with special emphasis upon the liability when the customer makes his a personal identification
number readily availabte for discovery in connection with theft or loss of the unique identification device
and upon the importance of immediate notification 1o the institution of theft or loss;

{e) the legal status of receipts issued from a satellite terminal;

(f} the right of the customér to a description of transactions performed by satellite terminal on any
periodic statement of account furnished the customer;

(g} theright of the customer to seek correction of ary-efrers an error ke that the customer believes

kave has been made in his the customer’s account by electronic funds transfer;

(h} instructions in maintaining custaomer records and reconciling balances and in the importance of
retaining receipts of electronic funds transfers; and

(i) the economic significance of having no "float” time and no stop-payment authority.

(2) The customer shall then sign a statement acknowledging kis acceptance of these terms and
conditions and give the statement to the financial institution. A copy of the staterﬁent, countersigned by
an officer of the financial institution, must be provided to the customer. In addition, the information set
forth in subsection {1)}{(d) must be specifically acknowledged by the customer. The customer shall verify
his acknowledgement by signing kis the customer’s initials immediately adjacent to the information
provided,

(3) THE OWNER OF AN ELECTRONIC TERMINAL MAY IMPOSE A SURCHARGE FOR THE USE OF

ITS ELECTRONIC TERMINAL. A-finansioinstitution THE OWNER OF AN ELECTRONIC TERMINAL that

elects to impose a surcharge for the use of ar ITS electronic terminal shall clearly advise the user of the

glectronic terminal, BY A CONSPICUOUS DISCLOSURE ON THE TERMINAL OR through a message

dispiayed on the electronic terminal screen, of the exact amount of the surcharge. The user musi then be
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provided the option either to cancel the transaction, without incurring the surcharge, or to complete the

transaction subject to the surcharge.

{4) A merchant or person other than a financial institution that issues a unique identification device
to its customers for use at a point-of-sale terminal and that provides to the holders of the unigue
identification device a disclosure that satisfies the initial disclosures of terms and conditions under
Regulation E of the federal Electronic Fund Transfer Act is considered to be in compliance with the

disclosure requirements of this section.”

Saction 15. Section 32-6-301, MCA, is amended to read:

"32-6-301. Records of electronic funds transfers. (1) A satellite terminal shalt must be operated
&o-as to produce a humanly readable record of any transaction and to provide a copy of this record to the
person initiating the transaction as soon as the transaction is complete.

(2} Thereceipt provided to the person initiating an electronic funds transfer shalbe is admissible
as evidence in any legal proceeding and constitutes prima facie proof of the transaction whieh that it
records.

(3) {a} A financial institution shall provide each of its customers utilizing using electronic funds
transfer services with a periodic account statement containing a brief description of all electronic funds
transfers sufficient to enable the customer to identify any transaction and relate the transaction to the
receipt provided under subsection (1) efthis-section.

(b} The periodic account statement description of automated teller machine transactions must

include a specific geographic location where each transaction occurred.

{c) When a periodic account statement includes both electronic funds transfers and other
transactions, all electronic funds transfers shall must be identified as such and be furnished in compliance

with this subsection (3)."

NEW SECTION. Section 16. Repealer. Sections 32-6-201, 32-6-202, 32-6-203, 32-6-204,

32-6-305, 32-6-307, 32-6-308, and 32-6-309, MCA, are repealed.

NEW SECTION. Section 17. Codification instruction. [Sections 8 and 9] are intended to be

codified as an integral part of Title 32, chapter 1, and the provisions ot Title 32, chapter 1, apply to
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[sections 8 and 9].

NEW SECTION. Section 18. Effective dates. (1) [Sections 1 through 4, B through 17, and this

section] are effective on passage and approval.

{2) [Sections & through 7] are effective September 29, 1995,
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HOUSE BILL NO. 428
INTRODUCED BY EWER, MILLS, SIMON, DEVANEY, BARNETT, FORRESTER, WILSON, HERTEL

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING BANKING LAWS; CONFORMING MONTANA
STATUTES TO PROVISIONS OF THE RIEGLE-NEAL INTERSTATE BANKING AND BRANCHING EFFICIENCY
ACT OF 1994; REVISING THE CONSOLIDATION AND MERGER OF BANKS; REVISING THE PERIQOD OF
EXISTENCE REQUIRED OF A BANK TO BE ACQUIRED BY A BANK HOLDING COMPANY; PROVIDING FOR
THE SALE AND RELOCATION OF BRANCH BANKS; REVISING THE MONTANA ELECTRON!IC FUNDS
TRANSFER ACT TO REFLECT CURRENT TECHNOLOGY AND TO COMPLY WITH FEDERAL LAWS AND
REGULATIONS; REQUIRING DISCLOSURES RELATING TO OTHER CHARGES AND SURCHARGES;
CHANGING FROM MANDATORY TO DISCRETIONARY THE ADOPTION OF RULES BY THE DEPARTMENT
OF COMMERCE CONCERNING BANK DRAFTS AND RETAIL INSTALLMENT SALES; AMENDING SECTIONS
31-1-211,32-1-202,32-1-204,32-1-371,32-1-381,32-1-382,32-1-383, 32-1-437,32-1-465, 32-6-102,
32-6-103, 32-6-104, AND 32-6-301, MCA; REPEALING SECTIONS 32-6-201, 32-6-202, 32-6-203,
32-6-204, 32-6-305, 32-6-307, 32-6-308, AND 32-6-309, MCA; AND PROVIDING EFFECTIVE DATES."

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

THERE ARE NO CHANGES IN THIS BILL AND IT WILL
NOT BE REPRINTED. PLEASE REFER TO SECOND
READING COPY (YELLOW) FOR COMPLETE TEXT.
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HOUSE BILL NO. 428
INTRODUCED BY EWER, MILLS, SIMON, DEVANEY, BARNETT, FORRESTER, WILSON, HERTEL

A BILL FOR AN ACT ENTITLED: "AN ACT REVISING BANKING LAWS; CONFORMING MONTANA
STATUTES TO PROVISIONS OF THE RIEGLE-NEAL INTERSTATE BANKING AND BRANCHING EFFICIENCY
ACT OF 1994; REVISING THE CONSOLIDATION AND MERGER OF BANKS; REVISING THE PERIOD QF
EXISTENCE REQUIRED OF A BANK TO BE ACQUIRED BY A BANK HOLDING COMPANY; PROVIDING FOR
THE SALE AND RELOCATION OF BRANCH BANKS; REVISING THE MONTANA ELECTRONIC FUNDS
TRANSFER ACT TO REFLECT CURRENT TECHNOLOGY AND TO COMPLY WITH FEDERAL LAWS AND
REGULATIONS; REQUIRING DISCLOSURES RELATING TO OTHER CHARGES AND SURCHARGES:
CHANGING FROM MANDATORY TO DISCRETIONARY THE ADOPTION OF RULES BY THE DEPARTMENT
OF COMMERCE CONCERNING BANK DRAFTS AND RETAIL INSTALLMENT SALES; AMENDING SECTIONS
31-1-211,32-1-202,32-1-204,32-1-371, 32-1-381, 32-1-382, 32-1-383, 32-1-437, 32-1-465, 32-6-102,
32-6-103, 32-6-104, AND 32-6-301, MCA; REPEALING SECTIONS 32-6-201, 32-6-202, 32-6-203,
32-6-204, 32-6-305, 32-6-307, 32-6-308, AND 32-6-309, MCA; AND PROVIDING EFFECTIVE DATES.”

B8E IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 31-1-211, MCA, is amended to read:

"31-1-211. Powers of department. {1} The department shall may adopt rules nscessary to carry

out the intent and purposes of this part. All rules of general application shalt must be filed in the office of

the department. A copy of every rule shall must be mailed to each licensea, postage prepaid, at least 15

days in advance of its effective data. However, the failure of a licensee to receive a copy of the rules does
not exempt ki the licensee from the duty of compliance with those rules lawfully adopted under the
provisions of this section.

(2) The department may issue subpoenas to compel the attendance of witnesses and the
production of documents, papers, books, records, and other evidence before it in any matter over which
it has jurisdiction, control, or supervision pertaining to this part. The department may administer oaths and
affirmations to a person whose testimony is required.

(3) If a person refuses to obey a subpoena or to give testimony or produce evidence as required

Q/ -1 - HB 428
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by it, a judge of the district court of the county in which the licensed premises are located may, upon
application and proof of the refusal, issue a subpoena or subpoena duces tecum for the witness to appear
before the department to give testimony and produce evidence as may be required. The clerk of court shall
then issue the subpoena, as directed, under the seal of the court, requiring the persoen to whom it is
directed 1o appear at the time and place designated in it.

(4) If a person served with a subpoena refuses to obey it or to give testimony or produce evidence
as required by i the subpoena, the department may apply to the judge of the court issuing the subpoena
for an arrest warrant for that person, as for a contempt. The judge, upon satisfactory proof of the refusal,
shall issue an arrest warrant, directed to any sheriff, constable, or poiice officer, for the arrest of that
person and, upon his that person being brought before the judge, proceed to a hearing of the case. The
judge may compel:

(al obedience to the subpoena;

(b} the answering of any question;

(c} the production of any evidence that may be proper; or

(d} the witness to pay the costs of the proceeding.

(B} Failure to comply with the requirements of swbseetions subsection (4)(a), (4){b), ar (4}(c) is

punishable by a fine not exceeding $100 or by imprisonment in the county jail, or both."

Section 2. Section 32-1-202, MCA, is amended to read:

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

(1) make final determinations upon applications for certificates of authorization for new banks,
branch banks, sales of branch banks, mergers, consolidations, and relocations of banks and branch banks;

(2) actin an advisory capacity with respect to the duties and powers given by statute or otherwise

to the department as the duties and powers relate to banking.”

~ Section 3. Section 32-1-204, MCA, is amended to read:
"32-1-204. Hearings -- notice. (1) A hearing ska# must be conducted upon all applications for new
bank certificates of authorization, in accordance with the Montana Administrative Procedure Act relating
to a contested case, whether or not any protest to the application is filed.

(2) A notice ot the filing of an application for a new bank certificate of authorization shall must be
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mailed to all banks within 100 miles of the proposed location, measured in a straight line.

{3) A hearing shall must be conducted no sooner than 30 days and not later than 90 days following
the mailing of sueh the notice.

{4) Any A bank filing a written protest with the board prior to the date of the hearing sha# must
be admitted as a "party”, as defined in the Montana Administrative Procedure Act, with full rights of a
party, including the right of subpoena of witnesses and written materials, the right of cross-examination,
the right to have a transcript, arad the right 1o receive all notices, a copy of the application, and all orders,
and the right of judicial review and appeal.

(B) All applications for mergers, consolidations, sales of branch banks, or relocations of banks or

branch banks shalikewise also require a hearing, and all of the rights and procedures stated-hereinshall

in subsection (4} apply to these matters.

(6) Notwithstanding the requirements of subsections (1) through (5), when the deposit liability of
any closed bank is to be transferred to or assumed by a state bank being organized for that purpose, the
board is-empeweared-te may issue a certificate of authorization without natice or hearing, according to rules

adopted by the board.”

Section 4. Section 32-1-371, MCA, is amended to read:

"32-1-371. Consolidation or merger of banks. (1) The words "bank” or "banks” as used in
32-1-372 and this section include commercial banks, savings banks, trust companies, investment
companies, and other saeh corporations carrying on the business of banking, of a trust company, or of an
investment company under the laws of this state or doing business in this state under the national banking

laws of the United States.

{2} (a) Any two or mora banks deirg-busiressin-this-state-and DOING BUSINESS IN THIS STATE

AND under common ownership may, with the approval of the state banking board in the case of state
banks, consolidate or merge into ane bank, on sueh terms and conditions as-may-be lawfully agreed upon
by a majority of the board of directors of each bank proposing to consolidate or merge. Before a
consolidation or merger becomes affactive, it must be aggro\)ed by the shareholders of each merging bank
by a vete of not less than two-thirds of the outstanding shares of each class of voting stock entitled to vote
on the merger proposal at a meeting called to consider the merger ratified-by-the-consentin-writing-of-the
sharghetders-ai-gashsuch-bank-owring-at-les o-thirds-of-its-aapita eek-outstanding. The approval
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by the shareholders must be provided in writing or reflected in the minutes of the shareholders’ meeting.

The capital stock of the consolidated or merged bank may not be less than that required under existing law
for the organization of a bank of the class of the largest of the consolidating banks se-censelidating. If

upon the campletion of the merger the resulting hank has a main banking house and a branch bank or

branch banks as defined in 32-1-109, then all banks involved must have conducted business in this state

for a continuous period of at least 6 years prior to the effective date of the merger.

{b) Nethirg+a-thig This section permite does not permit a bank or bank holding company iocated
in another state to acquire by consoiidation, merger, or otherwise any bank doing business in this state in
contravention of 12 U.S.C. 1842.

(c) Two or more banks under common ownership may not consolidate or merge unless all banks
under the common ownership are parties to the consolidation or merger. Subject to approval of the state

banking hoard, nothing contained in parts 1 through 5 of this chapter or in this section may be construed

to prohibit consolidation or merger of banks that come under common gwnership with banks that have been

previously merged or consolidated.

{3) Upon cansolidation or merger, the corporate franchise, the corperate life, being, and existence,
and the corporate rights, powers, duties, privileges, franchises, and obiigations, including the rights,
powers, duties, privileges, and cobligations as trustee, executor, administrator, guardian, and al-ard every
right, power, duty, privilege, and obligation as fiduciary, together with title to every species of property,
real, personal, and mixed of the consolidating or merging banks sheH are, without the necessity of any
instrument of transfer, besere consolidated or merged and continued in and held, enjoyed, and assumed
by the consoiidated or merged bank. The consolidated or merged bank shal-have-and-eriey has the right
equal as-te-prierities with any other applicant to appointment by the courts to the offices of executor,
administrator, guardian, or trustee under any will or other instrument made prior t0 the consolidation or
merger and by which will or instrument the consolidating or merging bank was nominated by the maker to
the office.

(4) Upon consolidation or merger, the consolidated or merged bank shall designate and operate one
of the prior main banking houses of the consolidating or merging banké as its main banking house and the
bank may maintain and continue to operate the main banking houses of each of the other consolidating or
merging banks as a branch bank.

{6) A branch bank must shall offer all services offered at a main banking house.
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{6) {a} Upon consolidation or merger and subject to the provisions of subsection {6){b), the banks

involved may not directly or indirectly control more than 19% of all deposits in federally insured hanks,

savings associations, and credit unions located in this state.

{b) On October 1, 1995, and on October 1 of each succeeding year, the percentage limitation

contained in subsection {6)(a) must be increased by 1% until the limit reaches 22 %.

{7} A BRANCH BANK MAY BE RELOCATED WITH THE APPROVAL OF THE STATE BANKING

BOARD IN THE CITY OR WITHIN 3,000 FEET OF THE CITY LIMITS IN WHICH iT IS LOCATED. UPON

RELOCATION, THE BRANCH MAY NOT BE CLOSER THAN 200 FEET TO A BRANCH OR DETACHED

FACILITY OPERATED BY ANY OTHER BANK OR CLOSER THAN 300 FEET TO THE MAIN BANKING HOUSE

OF ANY OTHER BANK, THE MEASUREMENTS TO BE MADE IN A STRAIGHT LINE FROM THE CLOSEST
POINTS OF THE CLOSEST STRUCTURES INVOLVED. THE DISTANCES SPECIFIED IN THIS SUBSECTION

IN RELATION TO A BRANCH OR DETACHED FACILITY OPERATED BY ANY OTHER BANK AND IN

RELATION TO THE MAIN BANKING HOUSE OF ANY OTHER BANK MAY BE DECREASED BY MUTUAL

WRITTEN AGREEMENT OF THE BANKS INVOLVED TO NOT CLOSER THAN 150 FEET TO A BRANCH OR

DETACHED FACILITY OPERATED BY ANY OTHER BANK OR CLOSER THAN 200 FEET TC THE MAIN

BANKING HOUSE OF ANY OTHER BANK, THE MEASUREMENTS TG BE MADE IN A STRAIGHT LINE FROM

THE CLOSEST POINTS OF THE CLOSEST STRUCTURES INVOLVED."

Section 5. Section 32-1-381, MCA, is amended to read:

"32-1-381. Purpose. (1) The purpose of 32-1-381 through 32-1-384 is to;

{a) authorize interstate banking by the acquisition of existing banks within the framework of the
"Douglas amendment” to the Bank Holding Company Act of 1956, as amended—a#nd;

{b) te provide a variety of banking alternatives in Montana in terms of the numbers and ownership
of banks-;_and

(c) conform Mantana statutes with the provision of the Riegle-Neal Interstate Banking and Branching

Efficiency Act of 1994, Public Law 103-328, 108 Stat. 2338, effective Septemper 29, 1395. Any

inconsistencies between the provisions of 32-1-381 through 32-1-384 and Public Law 103-328 must be

resolved in favor of Public Law 103-328.
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{2) Sections 32-1-381 through 32-1-384 do not authorize the establishment of a branch bank in
Montana by a bank not located in Montana. Sections 32-1-371 and 32-1-375 do not apply to acquisitions

or transactions authorized in 32-1-387 through 32-1-384."

Section 6. Section 32-1-382, MCA, is amended to read:

"32-1-382. Definitions. As used in 32-1-381 through 32-1-384, unless the context requires
otherwise, the following definitions apply:

{1) "Acquire" means:

(a) the direct or indirect purchase or exchange of stock;

{b} the direct or indirect purchase of assets and liabilities; or

(c) a merger.

{2) "Bank" means a commercial bank, as defined in 32-1-105, or a naticnal banking association
as designated by 12 U.5.C. 24.

{3} "Bank holding company" means a bank hoiding company that is registered under the Bank
Holding Company Act ot 1956, as amended, regardiess of where it is located or has its headquarters.

(4) "Caontrol” means:

(@) ownership of, authority over, or power to vote, directly or indirectly, 25% or more of any class
of voting security;

{b) authority in any manner over the election of a majority of directors; or

{c) power to exercise, directly or indirectly, a cantrolling influence over management and policies.

(5) "Department” means the department of commaerce provided for in 2-15-1801.

(6] "Financial institution™ means a bank or bank holding company.

(7} "Headquarters” means the state in which the activities of a bank holding company or a
company controlling the bank holding company are "principally conducted” within the meaning of the Bank
Holding Company Act of 1956, as amended.

{(8) "Located in this state” means:

(a) inthe case of a bank, that the organizational certificate idantifies an address in this state as the
principal place of conducting its business; and

(b} in the case of a bank holding company, an entity, partnership, or trust arganized under the laws

of this state.
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Section 7. Section 32-1-383, MCA, is amended to read:

"32-1-383. Acquisition of financial institution by bank holding company not located in this state
-- limitations. (1) A regierat bank hoiding company with headquarters in a+reeipreeating another state may
acquire control of a bank located in this state through acquisition of a financiai institution if the regienal
bank holding company complies with 32-1-381 through 32-1-384. The bank to be acquired must:

{a) have been conducting business for a continuous period of at least & 5 years prior to the
effective date of the acquisition; or

(b) be organized for the purpose of purchasing the assets of a bank that has conducted husiness
for a continuous period of at least 6'_5_ years prior 10 the acquisition.

(2) A bank holding company with-headauverters—nanethergtate may acquire control of a bank

located in this state by purchase of stock in or by merger with a regiesat bank holding company.

{3} (a) Subject to the provisions of subsection (3}(b), a bank,_a bank holding company,_or a
subsidiary of the bank_or bank holding company may not acquire control of a bank located in this state if
the bank,_bank holding company, or subsidiary would directly or indirectly contral more than 18% of all
deposits in federally insured banks, savings associations, and credit unions tocated in this state.

{bl} On Oetober3-—-1884.—and-en October 1 of each year thereatter, the percentage limitation
contained in subsection {3)}{a) must be increased by 1% until the limit reaches 22%.

{4) A bank holding company that is not located in this state or that does not have headquarters

in this state may not acquire control of a bank lacated in this state if the aéquisition of control would resuit
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in the aggregate direct or indirect control, by all bank holding companies that do not have headquarters in
this state, of more than 43% of all deposits in all federally insured banks and savings associations located
in this state.

{5) The determination of the limits contained in subsections (3} and {4) must be based upon public
reports filed with the appropriate regulatory agency as of the December 31 preceding the submission to

the appropriate federal banking regulatory agency of the application seeking prior approval of the acquisition

of control of the bank.

NEW SECTION. Section 8. Sale of branch bank. Notwiths'tanding the provisions of 32-1-371 and

32-1-372, a bank located and doing business in this state may, with the approval of the state banking
board in the case of a state bank, buy from any other bank also located and doing business in this state
all or substantially all of the business, assets, and liabilities of the selling bank’s branch bank or branch
banks, inciuding the right to own and operate any detached facilities or satellite terminals, upon compliance

with the provisions of this part. UPON COMPLETION OF THE SALE, THE PURCHASING BANK MAY

OPERATE A BRANCH BANK AT THE SELLING BANK’S FORMER BRANCH BANK LOCATION,

NEW SECTION. Section 9. Agreement of purchase and sale. {1} The selling and purchasing banks
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shail enter into an agreement that must contain all the terms and conditions of the sale and that must
contain:

(a) proper provision for the assump'tion, payment, transfer, or retention of all the iiabilities of the
selling bank as to the branch assets and business sold;

(b) proper provision for the assumption, payment, transfer, or retention of the purchasing bank of
all fiduciary obligations of the branch or branch business sold.

{2) The agreement for purchase and sale of a state bank must be authorized and approved by the
state banking board. The agreement of purchase and sale of a renstate NATIONAL bank must be in
accordance with the laws appiicable to national banks., After approval, a notice of the sale must be
published once a week for 3 consecutive weeks in a newspaper of general circulation in the county where
the branch is tocated. The purchasing bank shall provide proof to the department that the notice has been

published in accordance with this section.

Section 10. Section 32-1-437, MCA, is amended to read:

"32-1-437. Acceptance and issuance of drafts -- rulemaking authority. (1) Every A bank organized
and existing under the laws of Montana shall-have-pewer-and-autherity-te may accept for payment at a
future date drafts drawn upon it by its customers; authorizing the holders thereef of the drafts to draw
drafts upon it or its correspondents at sight or on time—provided-that if the total amount of drafts se
accepted for any ane parson, firm, or corporation shall dogs not at any one time exceed 20% of the capital
and surplus of the accepting or issuing bank.

(2) The department sha#i may adopt rules to implement this section.”

Saction 11. Section 32-1-465, MCA, is amended to read:
"32-1-465. Limit on loans to officer, diractor, or principal shareholder. (1) Except as provided in

subsection {2}, a bank may not extend credit to an officer, director, or principal shareholder unless the

extension of credit is in an amount that, when aggregated with the amount of all outstanding extensions

of cradit by that bank to all officers, directars, or principal shareholders, does not exceed the bank's
unimpaired capital and unimpaired surplus.
(2) A member bank with deposits of less than $100 million may by resolution of its board of

directors increase the general limit in subsection (1) to a limit that does not exceed two times the bank’s
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unimpaired capital and unimpaired surplus if:

{a) the board of directors determines that a higher limit is consistent with prudent, safe, and sound
banking practices in light of the bank’s experience in lending to officers, directors, and principal
shareholders and is necessary to attract or retain directors or to prevent restricting the availability of credit
in small communities;

{b) the resolution sets forth the facts and reasoning on which the board of directors bases the
finding, including the amount of the bank’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

{d) the bank meets or exceeds, on a fully phased-in basis, all applicable capital requirements

established by the department.”

Section 12. Section 32-6-102, MCA, is amended to read:

"32-6-102. Findings and purpose. 1 Thelegislature has determined that developmentofelestronie

in-the-use-of-this-teehnelegy- electronic funds transfer systems are technologies offered by all types of

financial depasitory institutions. These technologies provide the consumer with both convenience and

efficiency in making financial transactions. Requlation E of the federal Electronic Fund Transfer Act

addresses many of the consumer issues reiating to these systems. This chapter shallappiy applies to

financial institutions chartered under the United States Code or Title 30, chapter 1, parts 1 through 5, to
the extent permitted-Bycdoh-eode that those [aws permit.
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26 Section 13. Section 32-6-103, MCA, is amended to read:
27 "32-6-103. Definitions. As used in this chapter, thefolewing-defiritions-apply uniess the cor_liext

28 otherwise requires, the following definitions apply:

29 (1} "Customer"”, in relation 1o a financial institution, means a holder of a demand or time account

30 or a membership share in the institution or a person who is a borrower or a mortgagor; in relation to a
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merchant, it means a purchaser of goods or services.
(2) "Department” means the department of commerce.

(3) "Electronic funds transfer" means deb

rosmal-human-Rterverten any transfer of funds, other than a transaction originated by check, draft, or

similar paper instrument that is initiated through an electronic terminal, telephone, computer, or magnetic

tape for the purpose of ordering, instructing, or authorizing a financial institution to debit or credit an

account and-te-impeso-a-sureharge-for-the-transfer. The term includes but is not limited to point-of-sale

transfers, automated tetler machine transfers, direct deposits or withdrawals of funds, and transfers initiated

by telephone. It also includes a transtfer resulting from a debit card transaction, including a transaction that

does not involve an electronic terminal at the time of the transacticn. The term does not include payments

made by check, draft, or similar paper instrument at an electronic terminat.

(4) "Electronic terminal" means_an_electronic device, other than a telephone: operated hy a

consumer, through which a consumer may initiate an electronic funds transfer. The term includes but is

not limited to point-of-sale terminals, automated teller machines, and cash dispensing machines.

{81 "Financial institution” means a bank chartered under chapter 1 of this title, a bank chartered
under the National Banking Acts in Title 12 of the United States Code, a building and loan association
chartered under chapter 2 of this title, a savings and loan association chartered under the Home Owners’
Loan Actin Title 12 of the United States Code, a credit union chartered under chapter 3 of this title, or a
credit union chartered under the Federal Credit Union Act in Title 12 of the United States Code. For
purposes of this chapter only, a consumer loan company licensed under chapter 5 is considered a financial
institution.

+84{6} "Merchant” means a natural person, corporation, partnership, or association engaged in
buying and selling goods or services, except that a financial institution is not a merchant.

{6}{7) "Person™ means an individual, partnership, carporation, association, or any other business

organization.
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(8} "Premises" means thoselocations where, by applicable law, financial institutions are authorized

to maintain a principal place of business and other offices for the conduct of their respective businesses:
the, The term includes a detached drive-in or walk-up facility approved under 32-1-372.

{9) (a) "Satellite terminal” means any machine or device that is located off the premises of a

financial institution whieh and that a financial institution or its customers may use to carry out electronic
funds transfers.

(b) Satellite terminal includes:

(i) an automated teller machine, whichmeans a satellite terminal to make electronic funds transfers,
located off the premises of financial institutions, operated by customers of financial institutions without
assistance, and activated by a unique identification device and personal identification number;

(i) apoint-of-sale terminal, which means a satellite terminal located on the premisés of a merchant,
operated by a customer, a merchant, or hie the merchant’s employees soleiy to debit or credit a customer’s
deposit or share account in a financial institution and solely to credit gr debit the merchant’s account
commensurately for transactions in goods or services. A point-of-sale terminal need not be activated by a
unique personal identification device. A merchant has the option, provided-that if the necessary computer
capability exists at a reasonable cost, of selling goods or sérvices by point-of-sale terminals with the
electronic funds transfer taking effect at the time of the transaction or at a stated time after the transaction.

(c) Thedefinition of sateilite terminal does not include and nothing in this chapter may be construed
to apply to: 7

(i} an automated teller machine located on the premises of a financial institution;

(i) an automated clearinghouse or any equivalent system designed to transfer funds between
financial institutions; or

{iii} a point-of-sale terminal whieh that is utilized used by a merchant in the merchant’s bus_iness
only and does not provide access to a financial institution.

{10 "Unique identification device” means a magnetic encoded plastic card or equivalent device

eontaining that contains either 8 number urigue-te-a-oustermer or a dollar balance, or both, that is unique

to a customer and that is issued by a financial institution, merchant, or other persan.”
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Section 14. Section 32-6-104, MCA, is amended to read:

"32-6-104. Consumer information. (1) A financial institution or its affiliate engaging in etectronic

funds transfers with its customers shall, prior to authorizing a customer to make electronic funds transfers,

provide the customer with an itemized statement clearly setting forfh. without himitation:

(a) the specific transactions whieh that may be performed through satellite terminals;

Ib) the charges, if any, for individual transactions engaged-ir made through a satellite terminal;

(c) minimum balance requirements, if any;

(d) the liability of the various parties for unauthorized transactions made by electronic funds
transfer, with special emphasis upon the liability when the customer makes his a personal identification
number readily available for discovery in connection with theft or loss of the unique identification device
and upon the importance of immediate notification to the institution of theft or loss;

{e) the legal status of receipts issued from a satellite terminal;

(f) the right of the customer to a description of transactions performed by satellite terminal on any
periodic statement of account furnished the customer,

{g) the right of the customer to seek corraction of any-erress an error he that the customer believes

bave has been made in ke the customer’s account by electranic funds transfer;

{h) instructions in maintaining customer recards and reconciling batances and in the importance of
retaining receipts of electronic funds transfers; and

(i} the economic significance of having no "float” time and no stop-payment authority.

{2) The customer shall then sign a statement acknowledging his acceptance of these terms and
conditions and give the statement to the financial institution. A copy of the statement, countersigned by
an officer of the financial institution, must be provided to the customer. In addition, the information set
forth in subsection (1}{d} must be spacifically acknowledged by the customer. The customer shall verify
hisg acknowledgement by signing hie the customer's initials immediately adjacent to the information
provided.

(3) THE OWNER OF AN ELECTRONIC TERMINAL MAY IMPOSE A SURCHARGE FOR THE USE OF

ITS ELECTRONIC TERMINAL. A-finaneieinstitution THE OWNER OF AN ELECTRONIC TERMINAL that

elects to impose a surcharge for the use of an ITS electronic terminal shall clearly' advise the user of the

electronic_terminal, BY A CONSPICUOUS DISCLOSURE ON THE TERMINAL CR through a message

displayed on the electronic terminal screen, of the exact amount of tha surcharqge. The user must then be
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provided the optign either to cancel the transaction, without incurring the surcharge, or to complete the

transaction subject to the surcharge.

{4) A merchant or person other than a financial institution that issues a unique identification device
to its customers for use at a point-of-sale terminal and that provides to the holders of the urigue
identification device a disclosure that satisfies the initial disclosures of terms and conditions under
Regulation E of the federal Electronic Fund Transfer Act is considered to be in compliance with the

disclosure requirements of this section.”

Saction 15. Section 32-6-301, MCA, is amended to read:

"32-6-301. Racords of slectronic funds transfers. (1) A satellite terminal shall must be operated

so-a6 10 produce a humanly readable record of any transaction and to provide a copy of this record to the
person initiating the transaction as soon as the transaction is complate.

{2} The receipt provided to the person initiating an electronic funds transfer skhall-be is admissible
as evidence in any legal proceeding and constitutes prima facie proof of the transaction whiek that it
recards.

{3) la} A financial institution shall provide each of its customers wtkairg using electronic funds

transfer services with a periodic account statement containing a brief description of all electronic funds

" transfers sufficient to enable the customer to identify any transaction and relate the transaction to the

receipt provided under subsection (1) efthiscoetion.

{b) The periodic_account statement description of automated teiter machine transactions must
include a specific ggographic focation where sach transaction occurred,

{c) When a periadic account statement includes both electronic funds transfers and other
transactions, all electronic funds transfers shall must be identified as such and be furnished in compliance

with this subsection {3}."

NEW SECTION. Section 16. Repealer. Sections 32-6-201, 32-6-202, 32-6-203, 32-6-204,
32-6-308, 32-6-307, 32-6-308, and 32-6-309, MCA, are repealed.

NEW SECTION. Section 17. Codification instruction. [Sections 8 and 9] are intended to be

codified as an integral part of Title 32, chapter 1, and the provisions of Title 32, chapter 1, apply to
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[sections 8 and 9].

NEW SECTION. Section 18. Effective dates. (1) [Sections 1 through 4, 8 through 17, and this

section] are effective on passage and approval.

{2) [Sections 5 through 7] are effective September 29, 1995.
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