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BANKS AND BANKING

CHAPTER 105

SENATE BILL NO. 2236
(Reiten, Tallackson, Vosper, Walsh)

PAYING AND RECEIVING STATION
LOAN AUTHORITY

AN ACT to amend and reenact subsection 9 of section 6-01-02,
sections 6-03-13.1, 6-03-14, and 6-03-17 of the North Dakota
Century Code, relating to services rendered by bank paying and
receiving stations and separate drive-in facilities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 9 of section 6-01-02 of the
1979 Supplement to the North Dakota Century Code is hereby amended
and reenacted to read as follows:

9. '"Reeeiving--and-paying Paying and receiving station" means
a place of business maintained by a banking institution
separate from its main banking house within the county of
its domicile or in an adjoining county for the purpose of
receiving and paying out deposits, issuing drafts,
traveler's checks, and similar instruments, makin loans,
handling and making collections, and cashing checks and
drafts.

* SECTION 2. AMENDMENT. Section 6-03-13.1 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-13.1. SEPARATE DRIVE-IN FACILITY AUTHORIZED. Every bank
organized under chapter 6-02, and under the supervision of the state
banking board, and any national bank doing business in this state,
may, upon compliance with sections 6-03-13.1 through 6-03-13.4,
maintain and operate separate and apart from its banking house one
facility for drive-in and walkup service, in addition to such
service at its main banking house, and at its paying and receiving
stations, if any. sueh The facility shall be within the corporate
city 1limits of the main banking house or within three miles of such
city but shall not be within the corporate limits of another city.
The services rendered at the separate facility shaii-be are limited
to receiving deposits of every kind and nature, cashing checks or
orders to pay, issuing exchange, making loans, and receiving
payments payable at the bank.

* NOTE: Section 6-03-13.1 was also amended by section 1 of
House Bill No. 1422, chapter 109.
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SECTION 3. AMENDMENT. Section 6-03-14 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6~03-14. PAYING AND RECEIVING STATIONS AUTHORIZED. Any
banking institution may establish and maintain within the county in
which the home office of the applicant banking institution is
located, or in any adjoining county, or in any other county provided
the 1location of the community to be served is within a thirty-five
mile [56.33 kilometer] radius of the home office, subject to the
approval and superv151on of the state banking board, a reeeiving-and
paying and recelVlng station in any city organized under the laws of

this state, in any unincorporated townsite located within the
linits of any Indlan reservation, not having an established banking
institution located therein. Provided, however, this limitation

shall not apply to any banking institution which has already
received a permit for the construction of such a reeeiving-and
paying and receiving station. No additional capital shall be
required for the operation of the station. This section shall not
be construed as committing this state in any manner to a policy of
permitting branch banking.

SECTION 4. AMENDMENT . Section 6-03-17 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6~-03~17. TRANSACTION OF BUSINESS AT AND REGULATION OF
STATION. No banklng business shai? may be transacted in any sueh
paying and rece1v1ng station other than receiving and paying out
deposits, issuing drafts, travelers' checks, and similar
instruments, making loans, handling and making collections, and
cashing checks and drafts. The state banking board may prescribe
rules ard-regutatiens for the operation of each station.

Not approved or disapproved by the Governor

Filed March 9, 1981
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CHAPTER 106

HOUSE BILL NO. 1108
(Committee on Industry, Business, and Labor)
(At the request of the Department of Banking and Financial Institutions

BANK APPLICATIONS AND INTEREST RATE RULES

AN ACT to amend and reenact sections 6-02-06 and 6-03-63 of the
North Dakota Century Code, relating to new bank applications
and adoption of rules for interest on deposits.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-02-06 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-02-06. HEARING BY BOARD - CONCLUSIONS - MANAGEMENT.

1. At the time and place stated, and through any sources of
information at its command, the board diligently shall
inquire whether the place where such banking association
is proposed to be located is in need of further banking
facilities, whether the proposed association is adapted to
the filling of such need, and whether the proposed
incorporators are possessed of such character, integrity,
reputation, and financial standing as shown by a detailed
financial statement to be furnished by them, and such
statement to be held confidential by the board, that their
connection with the banking association will be beneficial
to the public welfare of the community in which such bank
is proposed to be established. The-state-banking-beard
shali-ingquire-inteo-the-quatifications-ef-the-management-of
the--propesed--bank----Qualtifications--ef-management-shali
inetude-adequate-experieneer-as-determined-by--the--boardsr
with--finanetat--institutions--er--ether--approved-retated
experieneer The board shall hear any reasons advanced by
the applicants why they should be permitted to organize
the proposed association, and any reasons advanced by any
person why such association should not be permitted to be
organized. At the termination of such hearing, the board
shall make a b¥izef statement in writing of its conclusions
and conditions if any, and if it finds that the proposed
association should not be permitted to organize, it shall
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state briefiy the reasons why. A If approval is granted,
a copy of sueh-eenetusiens-either the board's order shall
be endersed~~upen--o¥ attached to the organization
certificate, together--with--the--refusal--o¥~-grant—-ef
permisgieon-to~the-propened-ingerporators--to—--present--the
satd-~erganipatien--eertifieate and, both presented to the
secretary of state. A determination in favor of such
organization must be joined in by a majority of all the
members of the board.

2. If the proposed association is permitted to organize, the
state banking board shall inquire into the qualifications
of the management of the proposed bank, including
experience with financial institutions and other related
experience. The board's inguiry into the qualifications
of management shall be confidential.

SECTION 2. AMENDMENT . Section 6-03-63 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03~63. INTEREST ON DEPOSITS - RATES PAYABLE - PENALTY. No
state banking association sha}t may pay interest on deposits,
directly or indirectly, at rates greater than authorized by the
state banking boardy-whieh-in-ne-ease-shali--exnceed~-the--appiieabie
magimum--rakes--of--interest--per--annun-estabiished-by-the-beoard-of
governers~ef-the-£federai-reserve-pgysten-as~payablie-by--member--banks
of--the-~federal--reserve--systemn-en-time-and-savings—depeszts. The
board may grant permission to pay a rate of interest exceeding four
percent on deposits, but the rate so granted shall be uniform within
any county. The board's authorization of interest rates is not
subject to the public notice and public hearing requirements of
chapter 28-32, Any officer, director, or employee of any
assoclation violating the provisions of this section, directly or
indirectly, is guilty of a class B misdemeanor.

Approved March 26, 1981
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CHAPTER 107

SENATE BILL NO. 2311
(Lodoen)

BANK DIRECTORS

AN ACT to amend and reenact subsection 5 of section 6-03-02 of the
North Dakota Century Code, relating to the number of directors
on a bank's board of directors.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 5 of section 6-03-02 of the

North Dakota Century Code is hereby amended and reenacted to read as
follows:

5. To elect or appoint directors, such board to consist of am
wReven any number of members, not less than three nor more
than eieven twenty-five, a majority of whom must be
residents of the state of North Dakota, and, by such board
of directors, to appoint a president, who shall be a
member of said board, a cashier, and such other employees
as may be required, to define their duties, to require
bonds of them and fix the penalty thereof, and to dismiss
such officers and employees, or any of them, and appoint
others to fill their places;

Approved March 6, 1981
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CHAPTER 108

HOUSE BILL NO. 1611
(Nicholas)

DIRECTOR’S QUALIFYING SHARES

AN ACT to amend and reenact section 6-03-03 of the North Dakota
Century Code, relating to qualifying shares of directors of
state banks.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-03-03 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6~03~03. DIRECTORS -~ QUALIFYING SHARES - ISSUE AND TRANSFER.
Every director must own in his the director's own rightr-free-£frem
hypotheeatien-er-piedge-£for-any-debts either shares of the capital
stock of the association of which the person is a director the
aggregate par value of at least one thousand dollars in-the
asseeiation-of-whieh-he-is-a-direeter, or an equivalent interest, as
determined by the state banking board, in any company which has
control over the association within the meaning of section 2 of the
Bank Holding Company Act of 1956 [12 U.S.C. 1841]. Such shares
shall be known as "director's qualifying shares". Such shares if
issued by an association shall be issued in a separate certificate
which shall have legibly marked in ink across the face thereof the
words: "director's qualifying shares". sSueh-share-shali-be-retained
in~the-bank~by-the-officers-thereef-during-the-whete-time-that-sueh
director-shatl-eontinte~in-effice;-subjeet-to-inapection-at-att
times-by-the-state-eHaminer-or-any-other-authorized-examiner- The
oath of office shall be executed at-the-time after the shares are
#ssued acquired and shall be at once forwarded to the state-examiner
commissioner and retained on file in that-effiee the department of
banking and financial institutions. Such shares shall not be
subject to transfer, pledge, or hypothecation in any manner or to
any extent whatsoever until a written resignation of the director
shall have been filed with and accepted by the board of directors of
the association, or until the director otherwise becomes
disqualified, and any director who ceases to be the owner of the
required number of qualifying shares of free and nonhypothecated
stock of the association of the value as above set forth shall
vacate his office. Upon the resignation or disqualification of any
director, his the qualifying shares shall be returned to him or her,
and, on demand, shall be reissued in the name of the ownery-the or
an assignee, or legal or personal representative.

Approved March 26, 1981
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CHAPTER 109

HOUSE BILL NO. 1422
(Koland, Martinson)

BANK DRIVE-IN FACILITIES

AN ACT to amend and reenact section 6-03-13.1 and subsection 1 of
section 6-03-13.2 of the North Dakota Century Code, relating
to bank drive-in facilities and limitations on bank drive-in
facilities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Section 6-03-13.1 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-13.1. SEPARATE DRIVE-IN FACILITY AUTHORIZED. Every bank
organized under chapter 6-02, and under the supervision of the state
banking board, and any national bank doing business in this state,
may, upon compliance with sections 6-03-13.1 through 6-03-13.4,
maintain and operate separate and apart from its banking house one
facility for drive-in and walkup service, in addition to such
service at its main banking house, and at its paying and receiving
stations, if any. Such facility shall be within the corporate city
limits of the main banking house or within three miles of such city
but shall not be within the corporate limits of another city. One
additional separate drive-in and walkup facility may be maintained
and operated not more than one thousand five hundred feet from 1its
main banking house by any bank that does not have a drive-in
facility at its main banking house. The services rendered at the
separate facility shall be limited to receiving deposits of every
kind and nature, cashing checks or orders to pay, issuing exchange,
and receiving payments payable at the bank.

SECTION 2. AMENDMENT. Subsection 1 of section 6-03-13.2 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

1. More than one such facility separate and apart from its
banking house, except facilities required by the United
States government to be maintained by it as financial
agent of the government on government reservations solely
for military and other government personnel, provided,
however, that nothing in this section shall be construed

* NOTE: Section 6-03-13.1 was also amended by section 2 of
Senate Bill No. 2236, chapter 105.



BANKS AND BANKING CHAPTER 109 243

to authorize any bank to establish or maintain such
facilities as financial agent of the government on
government reservations; provided further that one
additional separate drive-in and walkup facility may be
maintained and operated not more than one thousand five
hundred feet from its main banking house by any bank that
does not have a drive-in facility at i1ts main banking
house; or

Approved March 20, 1981
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CHAPTER 110

HOUSE BILL NO. 1101
(Committee on Industry, Business, and Labor)
(At the request of the Department of
Banking and Financial Institutions)

CONVERSION, SHARES, RESERVE, AND PROPERTY

AN ACT to create and enact section 47-30-02.1 of the North Dakota
Century Code, relating to abandoned property of closed
financial institutions; and to amend and reenact sections
6-03-13.5, 6-03-23, 6-03-37, 6-05-06, 6-07-38, and 6-07-46 of
the North Dakota Century Code, relating to a bank's
conversion, change in capital, reserves, and a trust company's
directors' qualifying shares.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-03-13.5 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-13.5. NATIONAL BANK CONVERSION TO STATE BANK. A
national bank located in this state which follows the procedure
prescribed by federal 1law to convert into a state bank, shall be
granted a state charter if it meets the provisions of the North
Dakota Century Code for the incorporation and chartering of a new
state bank. Any requirement that shares must be paid in cash may be
satisfied by the exchange of shares of the converted state bank for
those of the converting national bank, which may be valued at no
more than their fair cash market value. The procedure for
incorporation of a state bank may be modified by the state banking
board to the extent made necessary by the difference between an
ordinary incorporation and a conversion and no public hearing need
be held on a conversion application.

SECTION 2. AMENDMENT . Section 6-03-23 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-23. CAPITAL STOCK MAY BE INCREASED. Any association may
provide, either by its articles of incorporation, by subsequent
resolution, or by written agreement of the holders of a majority of
its stock, for an increase in its capital stock from time to time
subject to the 1limitations of this title and-the-apprevai-ef-the
state-banking-beard. No increase in capital stock shall be wvalid
until the whole amount has been paid in, in cash, and such payment
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certified under oath by the president or cashier of the association
to the secretary of state, nor until the secretary of state executes
a certificate specifying that this chapter has been complied with,
the amount of the increase in capital stock, and that the increase
has been paid in as part of the capital of the association, nor
until a copy of such certificate has been filed with the state
banking board.

SECTION 3. AMENDMENT . Section 6~03-37 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03~37. RESERVE FUNDS. Every banking association shall have
on hand at all times in available funds an amount which shall equal
a percentage of its demand deposits and amounts due to other banks,
plus a percentage of its time deposits. Such percentage shall be
set by the state banking board. Such reserve funds may consist of
cash on hand and balances due to the association from the Bank of
North Dakota, a federal reserve bank, or good solvent state or
national banks, approved by the state-esxamine¥ commissioner for such
purposes and located in such cities as will facilitate banking
exchange. The state-examine¥ commissioner, whenever he deems it
necessary, may require such banking association, on fifteen days!
notice in writing, to increase such reserve requirements to not more
than twenty percent of its demand deposits nor more than ten percent
of its time deposits. Cash items shall not be included in computing
reserve, and no association shall carry as cash, or as cash items,
any paper or other matter except legitimate bank exchange which will
be cleared on the same or the next succeeding day. Whenever its
reserve funds are below the required amount, no dividend may be
paid.

If on any one day, reserves shall not meet the requirements,
it shall not be a violation of this section provided that the
average reserve for the period starting on Thursday of the same
calendar week and ending on the second Wednesday following, shall
equal or exceed the minimum requirements.

The stake--examiner commissioner must notify any association
whose reserve is below the amount required to make good such
reserve, and if such association shall fail to do so for a period of
thirty days after such notice, the state banking board may impose a
penalty of not less than one hundred dollars or an amount egqual to
seven percent per annum based on the average deficiency for the
period of deficiency, whichever is greater, which shall be collected
in the same manner as other penalties prescribed in this title.

SECTION 4. AMENDMENT . Section 6-05-06 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6~05-06. DIRECTORS - QUALIFICATIONS - TERMS ~ VACANCIES. All
the corporate powers of such a corporation shall be exercised by a
board of directors of not less than nine nor more than fifteen in
number, and such officers and agents as it shall elect or appoint.
A majority of +the directors must be citizens of this state, and
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every director must own in his own right, free from hypothecation or
pledge for any debt, at least ten shares of capital stock of the
corporation of which he is a director, which said shares shall be
known as '"director's qualifying shares" and which shall be issued
and-plaeed-in-eharge-ef-the-state-examiner so marked across the face
and retained in the trust company, as provided in section 6-03-03.
Any director who ceases to be the owner of ten shares of stock, free
and nonhypothecated, or who becomes in any manner disqualified,
shall vacate his office thereupon. Every director, when elected or
appointed, shall take the oath specified in section 6-03-04. Such
oath, subscribed by the director making it and certified by the
officer before whom it was taken, #egether-with-the-gqualtifying
sharesy;-uniess-sueh-shares--are--atready--en--filte--with--the--state
examine¥; shall be transmitted at once to the examime¥ commissioner
to be filed in his office. The articles of incorporation must state
the names and residences of the first board of directors, of whom
the first named one-third shall serve for a period of three years,
the second one-third named for a period of two years, and the
balance thereof shall serve for a period of one year from the date
fixed for the commencement of such corporation. In case any of the
persons so named shall not become stockholders to the amount
required to qualify, or if they fail or refuse to qualify from any
cause, the directors who shall qualify must elect qualified
stockholders to fill such vacancies, and thereafter, at each annual
meeting of the stockholders, directors shall be elected to serve
three years in place of those whose terms then shall expire.

SECTION 5. AMENDMENT . Section 6-07-38 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-07-38. CLOSING OF RECEIVERSHIPS - SALE OF ASSETS - NOTICE.
Every receivership must be terminated within five years of the date
of the appointment of the first receiver for said bank. If ninety
days prior to the expiration of said five-year period any assets
remain 1in the hands of the receiver, he shall cause notice of sale
thereof at public auction to be given by publishing notice thereof
in a newspaper in the county wherein the hank was located once each
week for three successive weeks prior to the date set for sale, and
such assets may be sold to the highest bidder. Such sale may be had
at any earlier time when ordered by the court having jurisdiction.
wWhen the receivership of a closed bank is terminated, all books,
records, documents, and other property of such bank, and any
dividends unclaimed, shall be delivered over by such receiver to the
state-examine¥ commissioner and his receipt taken therefor by the
receiver. Such receipt must be filed in the district court having
jurisdiction, and the discharge of the receiver, whether he be an
administrative or judicial receiver, must be approved by such court
before it becomes final. The state-examine¥ commissioner shall be
custodian of all books, records, documents, and other property of
such bank and of the dividends unclaimed upon the winding up of the
receivership proceedings, and shall be vested with title to any
assets belonging to such bank and not distributed in such
receivership, and he shall have full power and authority to convert
such assets into cash. He also shall have authority to execute all
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deeds, satisfactions, assignments, or other documents required for
the purpose of transferring undistributed assets or for the purpose
of correcting public records and quieting title to property in which
the insolvent bank has or has had an apparent interest. Any moneys
collected by the examiper commissioner, prior to July 1, 1975, after
the termination of a receivership shall be paid into the general
fund of the state. Any moneys collected by the commissioner after
July 1, 1975, after the termination of a receivership shall be paid
to the commissioner of university and school lands.

SECTION 6. AMENDMENT . Section 6-07-46 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-07~46. DISPOSITION OF UNCLAIMED DIVIDENDS OR OTHER MONEYS
DELIVERED TO STAFE-EXAMINER COMMISSIONER. Any unclaimed dividend or
other moneys delivered +to the sktate-examiner commissioner by the
receiver of an insolvent bank pursuant to the provisions of section
6-07-38 prior to July 1, 1975, shall be paid to the state treasurer
who shall credit such payments to the general fund of this state.
Any unclaimed dividends or other moneys credited to such fund may
thereafter be paid to the lawful owner thereof, his heirs,
executors, administrators, or assigns when proven to the
satisfaction of the state-examiner commissioner that he is legally
entitled thereto. Such payment shall be made by a warrant drawn by
the department of accounts and purchases and issued in payment of a
claim voucher certified to by the claimant and approved by the sktate
examiner commissioner. The moneys required for the payment of such
claims are hereby appropriated out of the general fund.

Any unclaimed dividend or other moneys delivered to the
commissioner by the receiver of an insolvent bank pursuant to the
provisions of section 6-07-38 after July 1, 1975, shall be
transferred to the commissioner of university and school 1lands and
voucher for the payment of such dividends to persons entitled
thereto in accordance with chapter 47-30.

SECTION 7. Section 47-30-02.1 of the North Dakota Century
Code is hereby created and enacted to read as follows:

47-30-02.1. PROPERTY REMAINING AT TERMINATION OF
RECEIVERSHIP. All unclaimed dividends or other moneys remaining at
the termination of a receivership of a closed financial institution
are presumed abandoned.

Approved February 20, 1981
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CHAPTER 111

HOUSE BILL NO. 1548
(Hedstrom, Retzer)

LOANS TO EXECUTIVE BANK OFFICERS

AN ACT to amend and reenact section 6-03-60 of the North Dakota
Century Code, relating to the making of 1loans to bank
officers.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-03-60 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-03-60. LOANS TO AND PURCHASES FROM DIRECTORS, OFFICERS, AND
EMPLOYEES - RESTRICTIONS - CONDITIONS - PENALTY - CIVIL LIABILITY.
No director or managing officer of any state banking association,
nor the commissioner, assistant commissioner, nor deputy examiners,
shall be permitted to borrow an amount in excess of twenty-five
thousand dollars from any state banking association without first
obtaining the approval of a majority of the board of directors of
said banking association, excluding from such majority any director
whose application 1is to be acted upon, and no action upon any loan
herein provided for shall be taken by the board in the presence of
the applicant. Every loan shall be made on substantially the same
terms, including interest rates and collateral, as those prevailing
at the time for comparable transactions with other persons and shall
be in strict conformity with the association's rules and
requlations. No executive officer of any state banking association
shall borrow from or otherwise become indebted to any state banking
association of which he 1is an executive officer in an aggregate
amount exceeding #em twenty thousand dollars for any 1loan or
extension of «credit, other than a loan secured by a first mortgage
on the officer's residence, which loan shall not exceed sixty
thousand dollars, and a loan or extension of credit to finance the
education of the officer's children, which loan or extension of
credit shall not exceed the aggregate amount of twenty thousand
dollars. At no time shall any combination of loans or extensions of
credit or both made by a state banking association to an officer of
that association exceed the limitation on loans to one person or
concern specified in section 6-03-59. No state banking association
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may pay an overdraft on an account at such bank of an officer or
director. The chairman of the board, the president, every vice
president, the cashier, the secretary, and the treasurer of a
company or bank are considered executive officers, unless (1) the
officer 1s excluded, by resolution of the board of directors or by
the bylaws of the bank or company, from participation, other than in
the capacity of a director, in major policymaking functions of the
bank or company, and (2) the officer does not actually participate
therein.

No director, officer, or employee of a bank shall sell to such
bank, directly or indirectly, any mortgage, bond, note, stock, or
other property whatsoever without first obtaining the written
approval of the board of directors. The action of the board of
directors in connection with the loans and discounts required under
this section shall be made a matter of permanent record in the
minute books of the banking association. Any shareholder, officer,
or director of any banking association who knowingly shall violate
the provisions of this section shall be held liable in his personal
and individual capacity for all loss or damage which the association
or any person shall sustain in consequence thereof and shall be
guilty of a class B misdemeanor. The commissioner may require, at
any time, +the payment or repurchase of loans, securities, or
obligations herein referred to.

Approved March 5, 1981
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CHAPTER 112

SENATE BILL NO. 2312
(Lodoen)

BANK EXAMINATION BY DIRECTORS

AN ACT to amend and reenact section 6-03-69 of the North Dakota
Century Code, relating to the semiannual examination of a bank
by its board of directors.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . Section 6-03-69 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-69. BiRECFORE--MAKE--SEMIANNUAL-EXAMINAFEON~-~- REPORT OF
EXAMINING COMMITTEE. %he-beard-ef-directers-in-dJanuary-and-Jduity--of
eaeh--yea¥r--shati--make--a--earefui--and-thoereugh-examination-ef-the
assets-ef-the-bank;-examine-leans-and-diseeunts-eof-every-nature-with
the--seeurities--and--eetiaterals--belenging--therete;--compare--the
aggregate-with-the-reeceordsr-and--make--a--eemptete--report--of--sueh
examinatien--in--sueh-form-as-may-be-designated-by-the-state-banking
beard;-with-suggestiens-and-eritieismsr-+f-in-1Es-judgment-sueh--are
Reeessaryr---Sueh--repert-shalti-be-spread-en-the-reecords-ef-the-bank
the-same-as-the-minutes--ef--a--regutar--meeting--ef--the--boeard--of
direetorsy--and-a-dupltieate-thereof-transmitted-te-the-state-banking
bea¥d- The board of directors shall be responsible for submitting
to the state banking board a report of examining committee on forms
provided by the commissioner. The report shall reflect the results
of a careful and thorough examination of the assets of the bank
including loans and discounts of every nature and the securities and
collaterals belonging thereto. The valuation of the assets of the
bank shall be compared with the records of the bank. The report
shall be made a part of the minutes of a regular meeting of the
board of directors. The commissioner may refuse to accept such
report if found to be not in accordance with acceptable accounting
principles.

Any of the following methods may be used to conduct the
examination required by this section.

1. Examination by the board of directors or its examining
committee. When this method is employed, the examination
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shall be conducted and the report submitted in January and
July of each year.

Examination on an annual basis by an independent certified

public accountant or firms composed of such accountants,
or auditors of the bank's holding company, if any.

Examination by an autonomous internal audit control

system. The individual directing the internal audit
control system shall submit to the board of directors each
quarter an interim report as to the degree of compliance
with the internal audit control system and shall express

~an opinion as to the adequacy of the internal controls. A

complete report shall be submitted annually to the board
of directors.

Approved March 11, 1981
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CHAPTER 113

SENATE BILL NO. 2103
(Committee on Industry, Business, and Labor)
(At the request of the Department of Banking
and Financial Institutions)

BANK, CREDIT UNION, AND
FINANCE COMPANY REPORTS

AN ACT to amend and reenact section 6-03-70, subsection 1 of
section 6-06-08, subsection p of section 13-03-09,
subsection 2 of section 13-03-10, and subsection 2 of section
13-03.1-10 of the North Dakota Century Code, relating to call
reports of banks and credit unions, examination of licensees,
and annual reports of small loan and consumer finance
companies.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-03-70 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-03-70. REPORTS - REGULAR AND SPECIAL - PUBLICATION -
PENALTY. Every state banking association shall make-th¥ee--exr--more
repexts respond to calls each year, the number to be determined by
the-state-banking-beard;-te the commissioner. The bea¥d commissioner
shall prescribe the forms for such reports as-neariy-as-pessibie
iike-those-preseribed-by-the-comptrolier-of-eurreney which shall be
the same forms as those for similar reports called by nat:enai-banks
the federal deposit insurance corporation. The reports shall
exhibit 1in detail, under appropriate headings, the resources and
liabilities of the association at the close of business on a past
day specified by the bea¥d commissioner, whichy-if-praetieabie;
shall be the same day on which similar reports are required £xem
national-banking-asseeiatiens by the eemptreilier-ef-eurreney federal
deposit insurance corporation. Each report must be verified by the
oath of the president or the cashier and attested as correct by at
least two of the directors, and must be transmitted to the
commissioner within thirty days after receipt of the request for the
samey-and-an-abstraet-ef-net-iess-than-three-ef-sueh-repertsy. Each
report, in a form prescribed by the beard commissioner, shall be
published, at the expense of the association, 1n some newspaper in
the city where such bank is located, and in case there is no such
newspaper, then in a legal newspaper of the county in which such
association 1is located. At the discretion of the commissioner, a
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call may be complied with by submission of a photocopy of the call
report submitted to the federal deposit insurance corporation, or a
printout retrieved from computer facilities in the department of
banking and financial institutions and connected to those of the
federal deposit insurance corporation. The beard--atse---ghati
commissioner may call for a special report from any association
whenever 1n i%s the commissioner's judgment the same is necessary im
exder to obtain fuii-and complete knowledge of i#s the condition of
the association. Every association which fails to make and transmit
any report required #n-pursuanee-ef by this section shall forfeit
and pay to the state a penalty of +two hundred dollars for each
delinquency.

SECTION 2. AMENDMENT. Subsection 1 of section 6-06-08 of the
1979 Supplement to the North Dakota Century Code is hereby amended
and reenacted to read as follows:

1. Credit unions and the permanent loan funds thereof, if
any, shall be under the supervision of the state credit
union board. Fhe-eredit Credit unions shall report to the
commissioner when called by the commissioner, and at least
onee--annuatiyr-~upen--eati-of-the-commigsieonery-on-blanks
suppiied-by-the-eommissiener-feor-that-purpese-—--Additienat
repertgs--may-~-be-~reguired--by--the-board-ex-gommissioner~
Annuat-reperts-must-be-transmitied~-to-the-commisgioner--by
January-thirty-first-of-the-following-year---0ther-repeorts
must-be-tranemitted-to--the--comminsioner—-within--£fifteen
days~-after-reeeipt-of-the-request-for-the-same twice each
year. The commigsioner shall prescribe the forms for such
reports. The reports must be received by the commissioner
within thirty days of the call. At the discretion of the
commissioner, a call may be complied with by submission of
a photocopy of the call report submitted to the national
credit union administration, or a printout retrieved from
computer facilities 1in the department of banking and
financial institutions and connected to those of the
national credit union administration. The commissioner
may call for special reports from any credit union
whenever in the commissioner's judgment the same 1is
necessary to obtain complete knowledge of the condition of
the credit union. Every credit union which fails to make
and transmit any report reguired in pursuance of this
section shall forfeit and pay to the state a penalty of
f£ive two hundred dollars for eaeh delinquency.

SECTION 3. AMENDMENT . Subsection 1 of section 13-03-09 of
the North Dakota Century Code is hereby amended and reenacted to
read as follows:

1. At least once each year the state-examimer commissioner or
his duly authorized representatives shall make an
examination of the place of business of each licensee and
of the loans, transactions, books, papers, annual reports,
and records of such licensee so far as they pertain to the
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business licensed under this chapter. The actual cost of
every examination shall be paid-te-the-state-examiner-by
charged by the commissioner for every licensee so
examined. Such sums costs shall be paid by-the-state
examine¥ to the state treasurer ¢e--be--eredited--te--the
general-fund-ef-this-state.

SECTION 4. AMENDMENT . Subsection 2 of section 13-03-10 of
the 1979 Interim Supplement to the North Dakota Century Code is
hereby amended and reenacted to read as follows:

2.

Eaeh The parent company of each licensee shall annually on
or before the thirty-first day of July file a report for
the preceding fiscal year with the commissioner. Such
report shall give composite information with-respeet-te on
the financial condition of sueh-iieensee its licensees and
shall includes

ar TFhe--name--and-address-ef-the-lieensee;-batanee-sheets
at-the-beginning-and-end-of-the-aceounting-periods-

br A--statement-eof-income-and-expenses-fer-said-periedr-a
reeconeiliation-of-surplus-er--net--earnings--with--the
baltanee-sheets~

e-r A-sehedule-ef-assets-used-and-usefui-in-the-smati-iean
business~

d~ An--analysis--ef--eharges;--sige-ef-ileans-and-types-ef
seeurity-on-lteans-ef-ene-theusand-detitars-er-tess~-

e- An--anaiysis--ef--delinguent--aceountsr-an-anatysis-ef
suitsr-repessessiens-and-sates-ef--ehattets--and--sueh
ether--relevant--information--as--the-commissioner-may
reguire-coneerning-the-business-and-eperations--during
the-preeceding-£fiseat-year all information requested by
the commissioner.

Such report shall be made under oath and shall be in the
form prescribed by the commissioner who may make and
publish annually an analysis and recapitulation of such
reports.

SECTION 5. AMENDMENT. Subsection 2 of section 13-03.1-10 of
the 1979 Interim Supplement to the North Dakota Century Code is
hereby amended and reenacted to read as follows:

2.

On or before July thirty-first each year every the parent
company of each licensee shall file with the administrator
a composite annual report in the form prescribed by the
administrator relating to all loans made by #he--iieensee
its licensees. The administrator shall consult with
comparable officials in other states for the purpose of
making the kinds of information required in annual reports
uniform among the states. The administrator may make and
publish annually an analysis and recapitulation of such
reports.

Approved March 12, 1981



BANKS AND BANKING CHAPTER 114 255

CHAPTER 114

HOUSE BILL NO. 1390
(Martinson)

BANK RECORDS SEARCH REIMBURSEMENT

AN ACT to create and enact a new section to chapter 6-03 of the
North Dakota Century Code, relating to the authority of a bank
to charge state and federal agencies for record searches.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new section to chapter 6-03 of the North Dakota
Century Code is hereby created and enacted to read as follows:

RECORDS SEARCH REIMBURSEMENT. Any bank authorized to do
business in this state, shall be reimbursed as follows for all
records searches done at the request of any state agency or any
branch of the state government except the social service board of
North Dakota. Further, any federal agency or any branch of the
federal government shall also make such reimbursement if authorized
to do so:

1. For search and processing time at the rate of ten dollars
per hour per person, computed on the basis of two dollars
and fifty cents per gquarter hour, limited to the total
amount of personnel time spent in locating, retrieving,
reproducing, packaging and preparing for shipment
documents or information requested;

2. For nmaking copies of duplicates of required or requested
documents at the rate of fifteen cents per page; and

3. For making copies of photographs, films, and other
materials at the actual cost incurred by the bank.

The  bank shall be reimbursed for all actual mailing or
transportation expenses incurred in conveying the requested or
required materials to the requesting agency. The reimbursement
provisions of this section shall not apply to standard bank
confirmations.

Approved March 11, 1981
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CHAPTER 115

SENATE BILL NO. 2100
(Committee on Industry, Business, and Labor)
(At the request of the Department of Banking and Financial
Institutions)

CREDIT UNION ORGANIZATION,
AUTHORITY, AND INSURANCE

AN ACT to amend and reenact sections 6-06-02, 6-06-03, 6-06-14,
6-06-19, subsection 2 of section 6-06-35, and section 6-06-40
of the North Dakota Century Code, relating to a credit union's
organization, authority to borrow, conversion and insurance.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-06-02 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-06-02. MANNER OF ORGANIZATION OF CREDIT UNIONS. A credit
union shall be organized in the following manner:

1. The applicants shall execute a certificate of
organization, in dupiieate triplicate, by the terms of
which they agree to be bound, stating the name and the
location of the proposed credit union, the names and
addresses of the subscribers to the certificate and the
number of shares subscribed by each, and the par value of
the shares of the credit union, which shall not exceed
fifty dollars each.

2. The applicants shall prepare and execute proposed bylaws,
in dupiieate triplicate, for the general governance of the
credit union consistent with the provisions of this
chapter.

3. The certificate and the proposed bylaws, both executed in
dupitieate triplicate, shall be forwarded to the
commissioner.

4. The applicants shall apply for and secure national credit
union administration insurance of accounts.

5. The commissioner, within thirty days after the receipt of
certificate and bylaws shall determine whether they comply
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and are consistent with the provisions and purposes of
this chapter.

Br 6. The commissioner shall notify the applicants and the state
credit union board of his decision, and if it is
favorable, the board shall instruct the secretary of state
to issue a charter, which shall be by-khi#m attached to the
certificate of organization and returned, together with
the bylaws, to the applicants upon payment of a filing fee
of five dollars to the secretary of state.

7. Evidence of securing national credit union administration
insurance must be furnished to the commissioner before the
charter may be released to the applicant credit union.

After the provisions of this section have been complied with, the
association shall become a body corporate and shall be known as a
credit union.

SECTION 2. AMENDMENT . Section 6-06-03 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-06-03. SBEEREFAR¥--0F-~-5FAYE COMMISSIONER TO FURNISH FORMS.
The seeretary-of-state commissioner, on written application of any
seven residents of this state, shall furnish without charge to
persons proposing to incorporate a credit union a form of
certificate of organization and a set of suggested bylaws approved
by him as consistent with this chapter.

* SECTION 3. AMENDMENT. Section 6-06-14 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6~06~14. LOANS - HOW MADE - SECURITY ~ MEETINGS AND DUTIES OF
CREDIT COMMITTEE ~ PREFERENTIAL LOANS. The credit committee shall
have general supervision over all loans to members, and shall meet
as often as may be necessary to perform its duties and at least once
each month. Notice must be given to each member of the committee
before any meeting is held. All applications for a loan shall be
made on a form approved by the committee and shall set forth the
purpose for which the loan is desired, the security, if any, which
is offered, and such other data as the committee may require. The
maximum loan that may be made without adequate security shall be two
thousand five hundred dollars or one percent of the credit union's
total share and deposit accounts, whichever is the higher, but not
to exceed ten thousand dollars. Security under this section shall
include an assignment of shares or deposits, an endorsement made on
the note by a responsible person, and such other security as the
committee in its discretion may deem adequate. No loan shall be
made unless it is approved by a majority of the entire committee;
except that the credit committee may appoint one or more loan
officers, and delegate to him or them the power to approve loans up
to the limit established by the credit committee, or in excess of
such limit 1f such excess 1is fully secured by unpledged shares.

* NOTE: Section 6-06-14 was also amended by section 2 of
House Bill No. 1300, chapter 116.
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Each loan officer shall furnish to the credit committee a record of
each loan approved or not approved by him within seven days of the
date of the filing of the application therefor. All loans not
approved by a loan officer shall be acted upon by the credit
committee. No individual shall have authority to disburse funds of
the credit union for any loan which has been approved by him in his
capacity as a loan officer. Not more than one member of the credit
committee may be appointed as a loan officer. Every loan by a
credit union to its directors, officers, managers, and committee
members shall be made on substantially the same terms, including
interest rates and collateral, as those prevailing at the time for
comparable transactions with other persons and shall be in strict
conformity with the credit union's rules and regulations.

SECTION 4. AMENDMENT. Section 6-06-19 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-06~-19. AUTHORITY TO BORROW - LIMITATION - EXCEPTION. A
credit union may borrow money from any source, but the total
borrowings shall not exceed twenty-five percent of its assets unless
the commissioner shall authorize a larger amount. The state credit
union board, in the exercise of its discretion, may suspend or
restrict the borrowing powers of a credit union. The limitation on
borrowing does not apply to a corporate central credit union which
shall be limited to borrowing up to five times its capital, surplus
and reserve fund.

SECTION 5. AMENDMENT. Subsection 2 of section 6-06-35 of the
1979 Supplement to the North Dakota Century Code is hereby amended
and reenacted to read as follows:

2. a. A federal credit union, organized under the laws of
the United States may be converted into a state credit
union by (1) complying with all federal requirements
requisite to enabling it to convert to a state credit
union or to cease being a federal credit union, (2)
filing with the state credit union board proof of such
compliance, satisfactory to the commissioner and (3)
filing with the commissioner an organization

eertificates certificate and bylaws, both in
triplicate, as required by Ner¥th--Baketa--:aw section
6-06-02.

b. When the commissioner has been satisfied that all of
such requirements, and all other requirements of the
North Dakota 1law have been complied with, the stakte
eredit-unien--beard--shall--appreve--the--erganigatien
eertifieate commissioner shall notify the applicants
and the state credit union board of that fact, and the
board shall instruct the secretary of state to issue a
charter in accordance with section 6-06-02. Upon sueh
appreva: 1ssuance of the charter, the federal credit
union shall become a state credit union as-ef-the-date
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#%& and ceases to be a federal credit union. The state
credit union shall be vested with all of the assets
and shall continue responsible for all of the
obligations of the federal credit union to the same
extent as though the conversion had not taken place.

SECTION 6. AMENDMENT. Section 6-06-40 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6=06~40. SHARE INSURANCE EXCEPTION. Nek(-later-than-duiy-is
1978 ,;-ecach-eredit~union-shati--appiy--for~-insuranpee--on--phare--and
deposit--aceounts--under--the-provisions-ef-Fitie-if-of-the~-National
Eredit-~-Unien-Aektr-~-A-eredit-union-whieh-has-been-denied-a-commitment
for--insuranee--of--itg--ghare-—-and--depesit--aceounts~-shati-eithex
digselver-merge-with~another-eredit-vnion~-whieh--ig~~-ingured-~undex
Pitle--If--of--the--Nationail--Credit--Unien-Aetr-o¥-appiy-in-writing
within-thirty-days-of-denial~te-the-state--eredit--union--board--£for
additienat-time-to-obtain-an-insurance-commitment-

FThe--gtate--eredit-union-board-pshall-grant-additienal-time-fox
the--eredit--unien--to--obtain-~-the---insurance-~--commitment-~-g4pon
satinfaetory--evidenee~that-the-eredit-union-has-mnade-er~ig-making-a
substantial-effort-to-achieve-the-eonditions-precedent--to--igpuanee
ef--the-ecommitment-—-~Additional-time-er-times-shatt-net-entend-tater
than~January-t,-19%9<

A central credit union with corporate shareholdings egqual to
or in excess of seventy-five percent of its total assets may by vote
of its board of directors elect exemption of insurance of share and
deposit accounts under provisions of Title II of the National Credit
Union Act.

Approved March 12, 1981
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CHAPTER 116

HOUSE BILL NO. 1300
(Koski, Martinson, Vig)

CENTRAL CREDIT UNION PROVISIONS

AN ACT to amend and reenact sections 6-06-05 and 6-06-14 of the
North Dakota Century Code, relating to use of the terms
"corporate central credit union" and "central credit union"
and meetings of the credit committee.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . Section 6-06-05 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-06-05. USE OF "CREDIT UNION" AND "CORPORATE CENTRAL CREDIT
UNION" RESTRICTED - FORFEITURE. It shall be wunlawful for any
person, association, copartnership, or corporation, domestic or
foreign, except corporations organized 1in accordance with the
provisions of this chapter, to wuse the words '"credit union",
"corporate central credit union'", or "central credit union" in their
name or title, and any person, association, copartnership, or
corporation violating this section shall forfeit to the state one
hundred dollars for every day, or part thereof, during which such
violation continues. The state-examine¥ commissioner may recover
such forfeited sums in a civil action, and shall deposit any sums
recovered or collected with the state treasurer. Only one
"corporate central credit union" or "central credit union" shall be
organized under this Act, and no other credit union may use the term
"corporate central" or "central" as part of its name.

* SECTION 2. AMENDMENT. Section 6-06-14 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-06-14. LOANS - HOW MADE - SECURITY - MEETINGS AND DUTIES OF
CREDIT COMMITTEE. The credit committee shall have general
supervision over all loans to members, and shall meet as often as
may be necessary to perform its duties and at least once each month,
except the foregoing provisions regarding monthly meetings shall not
apply to the North Dakota central credit union. Notice must be
given to each member of the committee before any meeting is held.

* NOTE: Section 6-06-14 was also amended by section 3 of
Senate Bill No. 2100, chapter 115.
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All applications for a loan shall be made on a form approved by the
committee and shall set forth the purpose for which the loan is
desired, the security, if any, which is offered, and such other data
as the committee may require. The maximum loan that may be made
without adequate security shall be two thousand five hundred dollars
or one ‘percent of the credit union's total share and deposit
accounts, whichever is the higher, but not to exceed ten thousand
dollars. Security under this section shall include an assignment of
shares or deposits, an endorsement made on the note by a responsible
person, and such other security as the committee in its discretion
may deem adeqguate. No loan shall be made unless it is approved by a
majority of the entire committee; except that the credit committee
may appoint one or more loan officers, and delegate to him or them
the power to approve loans up to the limit established by the credit
committee, or in excess of such limit if such excess is fully
secured by unpledged shares. Each loan officer shall furnish to the
credit committee a record of each loan approved or not approved by
him within seven days of the date of the filing of the application
therefor. All loans not approved by a loan officer shall be acted
upon by the credit committee. No individual shall have authority to
disburse funds of the credit union for any loan which has been
approved by him in his capacity as a loan officer. Not more than
one member of the credit committee may be appointed as. a 1loan
officer.

Approved March 5, 1981
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CHAPTER 117

SENATE BILL NO. 2099
(Committee on Industry, Business, and Labor)
(At the request of the Department of Banking
and Financial Institutions)

CREDIT UNION EXAMINATION FEES

AN ACT to amend and reenact subsection 4 of section 6-06-08 of the
North Dakota Century Code, relating to examination fees for

credit unions.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE

STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 4 of section 6-06-08 of the

1979 Supplement to the North Dakota Century Code is hereby amended
and reenacted to read as follows:

4. The credit union shall, within thirty days from date of
billing, pay to the state treasury for examination a fee
equat-teo-sixty-five-dellars-per-examiner-dayy-for-the-time
used-by-the-commissiener-ex-other-persen-designated-by-the
commissieOnRer--in-supervisingr-£ilingr-and-eorresponding-in
eonneetion-with-sueh-examination-and-repert-eof-examinatien
and-fer-time-used-by-each-deputy-examiner;-or-other-persen
ex-persens-in-making-and-etherwise--preparing--and--typing
the--reperts--of--examinatiens-herein-previded-for;-exeept
that-the as provided in the following schedule:

Total Assets on Day Fee

of Examination

$0 to 300,000 $300

over $ 300,000 $ 300 plus .00075 X excess over $ 300,000
over S 500,000 $ 450 plus .00030 X excess over S 500,000
over $ 1,000,000 S 600 plus .00020 x excess over $ 1,000,000
over S§ 5,000,000 $1,400 plus .00016 x excess over S 5,000,000
over §$ 10,000,000 $2,200 plus .00012 x excess over $ 10,000,000
over § 20,000,000 $3,400 plus .00009 x excess over s 20,000,000
over $ 30,000,000 $4,300 plus .00007 x excess over $ 30,000,000
over $ 40,000,000 $5,000 plus .00006 x excess over $ 40,000,000
over §$ 50,000,000 $5,600 plus .00005 x excess over $ 50,000,000

The minimum fee for the examination of a credit union

shall be eme three hundred dollars and the maximum fee
shall be ten thousand dollars. The examination fee for
North Dakota central credit union shall be one hundred
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dollars per examiner day for the time used by the
commissioner or other person or persons designated by the
commlssioner 1n making and otherwise preparing and typing
the reports of examination. If any such credit union
shall Dbe delinguent more than twenty days in making such
payment, the board may make an order suspending the
functions of such delinquent credit union until payment of
the amount due, plus a penalty of #£ive two hundred dollars
a-day-additienat for the delay.

Approved March 12, 1981
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CHAPTER 118

HOUSE BILL NO. 1511
(Koski)

CREDIT UNION OFFICERS AND DIRECTORS

AN ACT to amend and reenact section 6-06-13 of the North Dakota
Century Code, relating to compensation of officers and
directors.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Section 6-06-13 of the 1979 Supplement
to the North Dakota Century Code is hereby amended and reenacted to
read as follows:

6-06-13. OFFICERS - ELECTIONS - DUTIES =--cOMPENSATION. At
their organization meeting and within thirty days following each
annual meeting of the members, the directors shall elect from their
own number an executive officer, who may be designated as chairman
of the board or president; a vice chairman of the board or one or
more vice presidents; a treasurer; and a secretary. The treasurer
and the secretary may be the same individual. The persons so
elected shall be the executive officers of the corporation. The
terms of the officers shall be one year, or until their successors
are chosen and have duly qualified. The duties of the officers
shall be prescribed in the bylaws. The board of directors may
employ an officer in charge of operations whose title shall be
either president or general manager, or both; or, in lieu thereof,
the board of directors may designate the treasurer or an assistant
treasurer to act as general manager and be in active charge of the
affairs of the credit union. %Fhe--gereral--manager--ef--the--eredit
HRieR-May-reeeive-a-reasenable-compensation-te-be-fixed-by-the-beoard
of-direetors---Ne-ether-member--of--the--boardr--0¥--0f--the--eredit
committee--or-sHpervisery-cemmitteer-shatl-reeeive-any-compensatien-
Exeept-that-the-beard-ef-direetors-may-previde-for--the--payment--ef
expenses--ineurred--by--directors--or--committee--members—--white--en
offieial-business~

Approved March 5, 1981



BANKS AND BANKING CHAPTER 119 265

CHAPTER 119

HOUSE BILL NO. 1315
(Martinson, Vig)

CREDIT UNION INTEREST RATES AND DIVIDENDS

AN ACT to amend and reenact sections 6-06-18 and 6-06-26 of the
North Dakota Century Code, relating to interest rates for and
payment of dividends by credit unions.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . section 6-06-18 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-06-18. INTEREST RATES. Interest rates on loans made by a
credit union shall not exceed one and ere-feur¥h one-half percent a
month on unpaid balances, unless a greater maximum 1s approved by
the state credit union board.

Provided, that the foregoing provisions shall not apply to the
North Dakota central credit union.

SECTION 2. AMENDMENT . Section 6-06-26 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-06-26. DIVIDENDS. A credit union, upon action by its board
of directors, may declare a dividend to be paid from the remaining
net earnings or, in the absence of sufficient net earnings, as
authorized by the state credit union board. The board of directors
shall establish the dividend and the dividend periods-hewevex:
dividends-shall-net-be-paid-mere--frequentiy--than--quarterty. The
members may fix the maximum rate of dividends which shall be paid.
Bividends-may-be-eemputed-on-a-datiy-basiss Such dividend;-~-net--te
exeeed--gin-pereent-in-any-~ease; dividends must be paid from the net
earnings of the credit union, after establishing a special reserve
for delingquent loans #£ as required by the state credit union board.
A credit union, upon action of its board of directors, may authorize
an interest refund to members of record at the close of business the
last day of any dividend period in proportion to the interest paid
during that dividend period. Interest refunds may be made to
borrowers only after provision has been made for a special reserve
for delinguent loans if required by the state credit union board.

Approved March 5, 1981



266

CHAPTER 120 BANKS AND BANKING

CHAPTER 120

SENATE BILL NO. 2344
(H. Christensen)

NONSUFFICIENT FUND CHECK COLLECTION

AN ACT to amend and reenact sections 6-08-16 and 6-08-16.2 of the

BE IT

North Dakota Century Code, relating to issuing a check or
draft without sufficient funds or credit and a fee for
collection of such check or draft and prosecution for such
check or draft.

ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . Section 6-08-16 of the North Dakota

Century Code is hereby amended and reenacted to read as follows:

6-08-16. ISSUING CHECK OR DRAFT WITHOUT SUFFICIENT FUNDS OR

CREDIT - NOTICE - TIME LIMITATION - FINANCIAL LIABILITY - PENALTY.

1. Any person who for himself or as the agent or
representative of another, or as an officer or member of a
firm, company, copartnership, or corporation makes e¥,
draws e¥, utters, or delivers any check, draft, or order
for the payment of money upon a bank, banker, or
depository, and at the time of such making, drawing,
uttering, or delivery, or at the time of presentation for
payment if made within one week after the original
delivery thereof, has not sufficient funds in or credit
with such bank, banker, or depository to meet such check,
draft, or order in full upon its presentation, shaii-be is
guilty of a class B misdemeanor. The person is also
liable for collection fees or costs, not in excess of ten
dollars, which are recoverable by «civil action by the
holder of the check, draft, or order. The word "credit"
as used 1in this section shati-mear means an arrangement or
understanding with the bank, banker, or depository for the
payment of sueh the check, draft, or order. The making of
a postdated check knowingly received as such, or of a
check issued under an agreement with the payee that the
same check would not be presented for payment for a time
specified, shaii: does not constitute a violation of this
section.
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2. A notice of dishonor may be sent by the holder of the
check upon dishonor, sa#d the notice to be in
substantially the following form:

Notice of Dishonored Check

Date =—me e m e e e
Name Of ISSUEY === - e e e e o e e
Street Address =——=—m e ——————
City and State m—mmemmem e e ——————
You are according to law hereby notified that a check
dated —m~emm—- , 19=~=~, drawn on the -~ss=mmemomccmme—-
Bank Of =—=w—-semeaeaaa in the amount Of ~-=—mmmm———-—-

has been returned unpaid with the notation the payment

has been refused because of nonsufficient funds.

within ten days from the receipt of this notice, you

must pay or tender to ~—mmrm——mmcmdccnem e
(Holder)

sufficient moneys to pay such instrument in full and

any collection fees or costs not in excess of ten dollars.

Such notice may also contain a recital of the penal provisions
of this section and the possibility of a civil action to recover any
collection fees or costs authorized by this section.

An agent acting for the receiver of a check in violation of
this section may present the check to the state's attorney for
prosecution if the issuer does not pay to the holder sufficient
monevs to pay the check within ten days from recelipt of the notice.
The criminal complaint for the offense of issuing a check, draft, or
money order without sufficient funds under this section must be
executed within not more than ninety days after the dishonor by the
drawee of said instrument for nonsufficient funds. The failure +to
execute a complaint within said time shall bar the criminal charge
under this section.

* SECTION 2. AMENDMENT. Section 6-08-16.2 of the 1979
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-08-16.2. ISSUING CHECK WITHOUT ACCOUNT OR WITH INSUFFICIENT
FUNDS - FINANCIAL LIABILITY -~ PENALTY - EXCEPTIONS.

1. As used in this section:

a. "Account" means any account at a bank or depository
from which an instrument could legally be paid.

b. '"Dishonor" is synonymous with "nonpayment".

c. "Instrument" means any check, draft, or order for the

payment of money.
d. '"Issues" means draws, utters, or delivers.

*# NOTE: Section 6-08-16.2 was also amended by section 1 of
Senate Bill No. 2142, chapter 362.
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Any person who, for himself or as agent or representative
of another, issues any check, draft, or order for the
payment of money is gquilty of a class C felony if that
person has been previously convicted of issuing an
instrument without an account or without sufficient funds
in a bank or depository pursuant to section 6-08-16 and:

a. At the time of issuing the instrument with intent to
defraud, the drawer does not have an account with the
bank or depository on which the instrument is drawn;
or

b. At the time of issuing the instrument with intent to
defraud, or at the time of presentation for payment if
made within one week after the original delivery of
the instrument, the drawer does not have sufficient
funds in the bank or depository, or credit with the
bank, banker, or depository, to pay the instrument in
full upon its presentations-and

e---tf-the-drawer-has-been-previeusty-eonvieted-of-i5suing
an-iAstrument-without-an-aceount-eor-witheut-suffieient
funds--in--a--bank--er--depesitery-pursuant-te-seetien
6-68~16.

The person is also liable for collection fees or costs,
not in excess of ten dollars, which are recoverable by
civil action by the holder of the instrument.

The fact that payment has been refused by a drawee because
of insufficient funds or because the drawer has no account
with the drawee from which payment could legally be made
shati--constitute--prima--faeie--evidenee constitutes an
inference of intent to defraud. Hewever,-:f-the-drawer
pays-the-helder-of-the-instrument-within-thirty-days-aftes
reeeiving--written--netice-of-nonpayment-by-ecertified-maid
e¥-by-persenat-serviee-in-aeceerdanee-with-rute-4{d)-of-the
Nerth--Baketa--Ruites--ef--€ivii-Procedurer-that-faet-shati
constitute--an---affirmative---defense---te---a---eriminat
preseeutien-under-this-seetion-

An agent acting for the receiver of a check in violation
of this section may present the check to the state's
attorney for prosecution if the issuer does not pay to the
holder sufficient moneys to pay the check within ten days
from receipt of the notice of dishonor. A criminal
complaint for violation of subdivision b of subsection 2
must be executed within ninety days after the drawer of
the instrument receives notice, from the holder, of
nonpayment. Failure to execute a complaint within the
time set forth in this subsection shall constitute a bar
to any criminal charges under subdivision b of subsection
2.
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5.

A notice of dishonor shall be sent by the holder of the
check upon dishonor. The notice shall be in substantially
the following form:

Notice of Dishonored Check
DAtE momme e e e e e e e e e e e e e e e
Name O0f ISsUer ~—ce——memmcmmrermcccrrr e —————
Street AdAress ——=—mem e e ——————_———
City and State ~—~m=m—memmocee ;e e
You are according to law hereby notified that a
check dated ~~--wwwuua ; 19~~=~~, drawn on the
---------------------- Bank Of ===m==—-—em—e==— in
the amount of —=w--crmrecrcmc—- has been returned
unpaid with the notation the payment has been
refused because (of nonsufficient funds) (the
drawer does not have an account). Within ten days
from the receipt of this notice, you must pay or
tender t0 ~=—=—-———emmmm e ——————————

(Holder)

sufficient moneys to pay such instrument in full
and any collection fees or costs not in
excess of ten dollars.

The notice may also contain a recital of the penal provisions of
this section and the possibility of a civil action to recover any
collection fees or costs authorized by this section.

Approved March 19, 1981
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CHAPTER 121

HOUSE BILL NO. 1301
(Vig, Koski, Martinson)

BANK OF NORTH DAKOTA LOAN AUTHORITY

AN ACT to amend and reenact subsection 1 of section 6-09-15 of the
North Dakota Century Code, relating to Bank of North Dakota
loans to credit unions.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Subsection 1 of section 6-09-15 of the
1979 Supplement to the North Dakota Century Code is hereby amended
and reenacted to read as follows:

1. The Bank of North Dakota may:

a.

* NOTE:

Make loans to and purchase securities issued by
instrumentalities of this state. Such loans shall be
repaid with interest to the Bank.

Make loans to state or national banks and North Dakota
central credit union.

Participate with state or national banks, savings and
loan associations, subsidiary corporations of state
banking associations approved by the state banking
board pursuant to section 6-03-38, and credit unions,
in loans being made by them on such terms and under
such rules and regulations as the industrial
commission may determine.

Buy and sell federal funds, excess reserves, bankers'
acceptances, participation loans, and all securities
issued Dby the United States government or its
instrumentalities.

Invest its funds in bonds, notes, or debentures of any
corporation incorporated under the laws of any state
of the United States rated at "A" or higher by a
nationally recognized rating service approved by the
industrial commission and short term commercial and

Subdivisions b and c of subsection 1 of section 6-09-15
were also amended by section 1 of House Bill No. 1194,
chapter 122.
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finance company paper rated A-1 or P-1. Such
investments shall not be made to exceed for any one
corporation ten percent of the combined capital and
surplus of the Bank.

Make loans to holders of Bank of North Dakota
certificates of deposit and savings accounts up to
ninety percent of the value of the certificates and
savings accounts offered as security.

Make loans to actual farmers who are residents of this
state, if such loans are secured by recorded mortgages
giving the Bank of North Dakota a first lien on real
estate in North Dakota in amounts not to exceed sixty-
five percent of the value of the security.

Make United States insured and guaranteed loans as
specifically authorized by law.

Approved March 15, 1981
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CHAPTER 122

HOUSE BILL NO. 1194
(Committee on Industry, Business, and Labor)
(At the request of the Bank of North Dakota)

BANK OF NORTH DAKOTA LOAN AUTHORITY

AN ACT to amend and reenact subdivisions b and c of subsection 1 and
subsection 3 of section 6-09-15 of the North Dakota Century
Code, relating to the authority of the Bank of North Dakota to
make loans to and participate in loans made by bank holding
companies and to make loans on real estate security.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

* SECTION 1. AMENDMENT. Subdivisions b and c¢ of subsection 1
and subsection 3 of section 6-09-15 of the 1979 Supplement to the

North Dakota Century Code are hereby amended and reenacted to read
as follows:

b. Make loans to state or national banks and bank holding
companies.

c. Participate with state or national banks, bank holdin
companies, savings and loan associations, subsidiary
corporations of state banking associations approved by
the state banking board pursuant to section 6-03-38,
and credit unions, in loans being made by them on such
terms and under such rules and regulations as the
industrial commission may determine.

3. The Bank of North Dakota shall not loan more than thirty
percent of its combined capital and surplus, nor in
addition thereto, more than &wemty forty percent of its
deposits on real estate security, excluding those 1loans

insured or guaranteed by the United States government or
its agencies.

Approved March 2, 1981

* NOTE: Subsection 2 of section 6-09-15 was also amended by
section 1 of House Bill No. 1301, chapter 121.
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CHAPTER 123

SENATE BILL NO. 2342
(Reiten)

BANK OF NORTH DAKOTA BANK STOCK LOANS

AN ACT to amend and reenact section 6-09-15.3 of the North Dakota
Century Code, relating to bank stock loans made by the Bank of
North Dakota.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . Section 6-09-15.3 of +the 1979
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09-15.3. BANK STOCK LOANS =~ REQUIREMENTS. The Bank of
North Dakota may make direct loans to these-whe-have-resided-in-this
state--for--at--least-ene-yea¥ individuals or bank holding companies
for the purchase or refinancing of bank stock of a bank located in
the state, provided the individuals or the stockholders of the bank
holding company are residents of this state. These loans shall be
secured by bank stock or stock of a bank holding company located in
the state. For this purpose, loans secured by stock in any one bank
or bank holding company shall not exceed twenty-five percent of the
total of capital and surplus of the Bank of North Dakota.

The industrial commission shall adopt rules and regulations to
carry out the purpose of this section which shall include provisions
for terms under which such 1loans shall be made, the types of
security required in addition to the stock purchased under the loan,
and the procedure for disposition of steek-aequired-by-the-Bark the
stock of the bank or bank holding company and other types of
security. The Bank of North Dakota may make direct loans to
individuals or bank holding companies for the purchase or
refinancing of bank stock as provided herein, if not more than
thirty-five percent of the bank stock or bank holding company stock
will be or is owned by nonresidents of this state, provided that
such loan applications involving nonresidents are submitted to the
Bank of North Dakota advisory board of directors for recommendation,
and are approved by the industrial commission before such loans are
made. In the event the Bank of North Dakota becomes the owner of
stock in a bank pursuant to foreclosure proceedings on such loan,
such stock shall be disposed of within three years after acquisition
by the Bank.

Approved March 11, 1981
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CHAPTER 124

HOUSE BILL NO. 1096
(Representatives A. Olson, Berg)

BANK OF NORTH DAKOTA
BEGINNING BUSINESSMEN LOANS

AN ACT to create and enact section 6-09-15.4 of the North Dakota
Century Code, relating to the Bank of North Dakota making
loans to beginning businessmen.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. Section 6-09-15.4 of the North Dakota Century Code
is hereby created and enacted to read as follows:

6-09-15.4. BANK LOANS i i & BEGINNING BUSINESSMEN -
REQUIREMENTS. The Bank of North Dakota may participate in the
making of loans to beginning businessmen with other financial
institutions who are authorized to make such loans.

As used in this section, "beginning businessman" means any
person who is a resident of this state; receives more than one-half
his annual income from a revenue-producing enterprise; intends to
use any revenue-producing enterprise that he wishes to purchase or
rent for business purposes; has had adequate training, by experience
or education, in the type of revenue-producing enterprise which he
wishes to begin.

Approved March 2, 1981
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CHAPTER 125

HOUSE BILL NO. 1145
(Committee on Industry, Business, and Labor)
(At the request of the Bank of North Dakota)

BANK OF NORTH DAKOTA
RECORD CONFIDENTIALITY

AN ACT to create and enact a new section to chapter 6-~09 of the
North Dakota Century Code, relating to confidentiality of
records of the Bank of North Dakota.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. A new section to chapter 6-09 of the North Dakota
Century Code is hereby created and enacted to read as follows:

CONFIDENTIALITY - RECORDS. The following records of the Bank
of North Dakota shall be confidential:

1.

Commercial or financial information of a customer, whether
obtained directly or indirectly, except for routine credit
inquiries or unless required by due legal process.

Internal or interagency memorandums or letters which would
not be available by law to a party other than in
litigation with the Bank.

Information contained in or related to examination,
operating, or condition reports prepared by, on behalf of,
or for the use of a state or federal agency responsible
for the regulation or supervision of any Bank activity.

Information obtained from the state department of banking
and financial institutions which would not be available
from that agency under section 6-01-07.1.

Approved March 26, 1981
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CHAPTER 126

HOUSE BILL NO. 1188
(Committee on Industry, Business, and Labor)
(At the request of the Bank of North Dakota)

BANK OF NORTH DAKOTA ADVISORY BOARD

AN ACT to amend and reenact section 6-09.1-02 of the North Dakota
Century Code, relating to the Bank of North Dakota advisory
board of directors.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1 AMENDMENT . Section 6-09.1-02 of the 1979
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.1-02. BANK OF NORTH DAKOTA ADVISORY BOARD OF DIRECTORS.
The governor of North Dakota shall appoint an advisory board of
directors to the Bank of North Dakota consisting of seven persons,
at least two of whom shall be officers of banks, the majority of the
stock of which is owned by North Dakota residents, and at least one
of whieh whom shall be an officer of a state or federally chartered
financial institution. The governor shall appoint a chairman, vice
chairman, and secretary from the advisory board of directors. The
term of the directors shall be four years. ZFhe-five-member-advisery
beard-ef-direetors-extsting-prier-te-Juty-1,;-1979;-shati-econtinue-te
serve-until-expiration-ef-their-terms-or-until-their-sueeessers-have
been-appeinted- The industrial commission shall define the duties
and fix the compensation of the advisory board of directors.

Approved March 2, 1981
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CHAPTER 127

HOUSE BILL NO. 1169
(Committee on Industry, Business, and Labor)
(At the request of the Bank of North Dakota)

INDUSTRIAL DEVELOPMENT LOAN STANDARDS

AN ACT to repeal section 6-09.1-04 of the North Dakota Century Code,
relating to standards to be followed by the Bank of North

Dakota in sponsoring first mortgage industrial development
loans in cooperation with private lenders.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. REPEAL. Section 6-09.1-04

of the North Dakota
Century Code is hereby repealed.

Approved February 4, 1981
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CHAPTER 128

HOUSE BILL NO. 1397
(Rued)

INDUSTRIAL REVENUE BOND
GUARANTEE PROGRAM

AN ACT to create and enact a new section to chapter 40-57 of the
North Dakota Century Code, relating to a bond issuance fee to
be assessed against all evidence of indebtedness issued
pursuant to chapter 40-57; and to amend and reenact chapter
6-09.2 of the North Dakota Century Code, relating to the
guarantee of municipal industrial development revenue bonds

issued pursuant to chapter 40-57 instead of real estate
mortgages.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT . Chapter 6-09.2 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-09.2-01. INDUSTRIAL BU#EBiN6-ANB-AGRIEURFURAR DEVELOPMENT
MORFESASE REVENUE BOND GUARANTEE PROGRAM - ADMINISTRATION. The Banrk
ef-Nerth-Paketa business and industrial development department shall
administer an 1ndustrial buiiding--and--ag¥zeutturat development
me¥tgage revenue bond guarantee program as provided in this chapter.

6-09.2-02. PURPOSE. It 1is declared that a statewide need
exists for agrieuitura: industrial developments-and--fer--industrial
buildings--and--expansion--of--ex+sting-industrialt-buiidings. It is
also declared that it is in the interest of the public welfare and
purpose to promote the expansion and diversification of agrieuiture
and industry, to increase employment, and to provide a larger
taxable base for the economy of the state of North Dakota.
Therefore, the industrial buiiding--and--agrieutturat development
mertgage revenue bond guarantee program is created to encourage the
making-ef-mertgage-iteans purchase of industrial revenue bonds issued
pursuant to chapter 40-57, for the purpose of furthering industrial
expansion and agr:euitura: development in the state, and thus
improve the welfare of the public for the foregoing reasons and, by
the stimulation of a larger flow of p¥ivate investment funds £rxem
banks;--buiiding--and-iean-asseetations;--eredit-uniensr-savings-and
tean--asseetationsr--iRSH¥ranee--eompanies;---and---ethe¥---£finaneiat
institutions;--ineluding--pensieny--retirement;--and--profit-sharing
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£fandas Eg meet the needs of agrieultural industrial development anrd
+ndustrzal-plant-expansions.

6~09.2-03. DEFINITIONS. As used in this chapter, the
following words and-tezme~-ghatl-have-the-follewing--meanings--uniess
the--eentent--ghati--indieate--anether--meaning~or-itntent include or
mean:

1. UYBanki--shali--mearn "Department" means the Bark-ef-Nerth
bPaketa business and industrial development department.

2. "Cost of project" shaii--mean includes the cost or fair
market value of construction, excavation, lands,
equipment, property rights, easements, financing charges,
interest, engineering and legal services, plans,

specifications, surveys, cost estimates, studies, and
other expenses as may be necessary or incident to the
development, construction, equipping, £financing, and
placing in operation of an industrial er--agrieultural
development project.

3. "Federal agency" shaii-mean means and #meiude includes the
United States of America, the president of the United
States of America, and any department of, or corporation,
agency, or instrumentality  heretofore or hereafter
created, designated, or established by the United States
of America.

4. a---Yindustrial--prejecti-shali-mean-any-building--whethex
er-net~the-Bank-has-already-insured-mertgage—-payments
under--a--mertgage--on-any-sueh-buitding-in-accordanee
with-thip-chaptery-or-other-real-estate-improvenent-+n
Nerth--Baketay~~andy--if-a-part-thereofy-the~-tand-upen
which-sueh-building-er-eother-real--estate~—improvement
may--be--iecated,-provided-that-sueh-building-er-other
real-egtate-imprevement-is-te-be-useds

$1)--By----any---industry---for---the---manufaeturings
preocessgingr-exr-assembling--eof--raw--mnateriats--er
mapufaetured-produektss-oF

{2y--For--the--previding--ef--researeh--er-warehousing
faeiltities-fer-the-benefit-of-any-sueh~indusErys

and--previded--further,--that--the-Bank-has-determined
that-sueh-building-or-other~-reat--estate-~inprevement
wiii-tend-te-previde-gainful-empioyment-£for~the-peopite
of-Nerth-Baketar-inerease-the-tax-base-eof-the-ecconony;y
and--diversify--and-expand-+ndustry-se-that-perieds~ef
iarge-geate-unemptoyment-~and-digkressed-tines--may--be
avetded-~

br--Uagrieultural--development--projeetl--ghaltl--mean--any
i¥rigation-~construgtion---or-~-irrigatieon---equipment
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purehaser-agrieutturat-building-construetiony-purehase
of-agrieultural-equipment;--orx--other--improvement--£e
agrieuttural--real-estater;-whether-er-net-the-Bank-has
atready-insured-mortgage-payments-under-a-mortgage--oen
any--tand;--buiitding;--or-equipment-referred-to-abever
previded--that---the---construetion;---purehases;---o¥
imprevements--referred-to-abeve-are-for-the-purpese-of
grewWingy--¥raising,;--precessingr--o¥---furthering---the
grewth;--raisingr-er-preecessing-ef-tivesteeky-pouttrys
er-agrieuttural-exeps~

"Industrial development project" or "project" includes any
real property, buildings, and 1mprovements on real
property or the buildings thereon, and any equipment
permanently located on such real property or 1in such
buildings, which are used or useful in connection with
revenue-producing enterprises, or any combination of two
or more such enterprises, engaged or to be engaged in:

a. Assembling, fabricating, manufacturing, mixing, or
processing of any agricultural, mineral, or
manufactured products, or any combination thereof,
including the retail sale of any such product by the
enterprise that assembled, fabricated, manufactured,
mixed, or processed it and the incidental sale of any
service of a kind essential to the primary activities
of the enterprise.

b. Storing, warehousing, distributing, or selling any
products of agriculture, mining, or manufacturing,
provided that "selling" shall not include the sale of
any service except storing, warehousing, and
distributing or as provided 1in subdivision a of
subsection 4 nor shall it include the sale at retail
of any product except as provided in subdivision a of
subsection 4.

"Maturity date" shaii--mearn means the date on which the
mertgage revenue bond indebtedness would be extinguished
if paid in accordance with periedie-payments-previded-feoxr
in-the-mertgage the terms of issuance.

UMertgagel---shati--mean--a--£fi¥st--mertgage--or--seeurirty
agreement-en-an--indust¥riat--er--agrieutturat--development
prejeet;---o¥--part--thereof;--tegether--with--the--eredit
instruments-thereby-seeured-and-ereating-and--eonstituting
a--first--lien--ef--recerds--provided;--hovwever,;--a-UfirsE
mertgagel-shati-inetude-a-second-er-subsequent-mortgage-or
seeu¥ity---agreement--en--an--industriat--er--agrieutturat
develepment-projeet-if+

ar--Fhe--hetder--ef--sueh-second-or-subsequent-mortgage-o¥
seeurity-agreement-is--alse--the--helder--of--a--prioxr
mortgage--or--seeurity--agreement-on-the-industriat-ox
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10.

agrieultural-development--prejeet--under--whieh--priox
nertgage-—o¥r~-seeurity-—-agreement-~the~-Bank-is-altready
tnsuring-nertgage-payments-

br--Ne--ether--persen-er-tegalt-entity-holda-an-intervening
mertgager--seeurity--inferegts~--o¥---1ien---en---sueh
industrial--er--agrieulturat-development-projeet-priox
to-sueh-second--er--subsequent--norkgage--o¥-~geeurity
interests

"Industrial development revenue bond" means an evidence of
indebtedness issued pursuant to chapter 40-57 to fund the
cost of an 1ndustrial development project, or part
thereof, together with the securing instruments.

UMertgageel-ghali-mean-the-original-iender-appreoved-by~the
Bank-under-a-mortgager-and-its-suceessors-and-asgigns s ~and
may-~ineitude--ati--insuranee-~gompaniesy~~trust-companiesy
banksr-building--and--lean--asseeiationsr--eredit--unionsy
savings---and--lean--asseeiationsr~-investment-~companiesy
gavings--banksr--individuatsr--executersy--adninigtratersy
gruardiansr--conservatersr-trusteesr-and-ether-fidueiariesy
inetuding-pensieony-retirementr-and--profit-sharing-~£funds~+
"Bondholder" means the holder of the guaranteed industrial
development revenue bond.

IMertgageri--shall-mean-an-individual-ex¥-corperatien-whiech
ebtains-a-tean-under-~the--provisiens~~of "Issuer" means
municipalities as defined in chapter 40-57 which issue
evidences of indebtedness which are guaranteed by this
chapter and which pledges property as security for such
lear evidence of indebtedness as provided in this chapter.

IMertgage-~-paymental--ghail--mean "Debt service" means
periodic payments of principal and interest by  the
mnertgager issuer's project lessee to the mertgagee
bondholder required by the mertgager--and--may--inetude
interegEy~—-—-—ingtatimentn----of-~-prineipat;—~-taies---and
assessments,--land--ltease--rentals;---mortgage---insuranee
pFremiumsy-and-hapard-inguranee-premtumnss-or-any-of-then-as
£he-Bank--may--preser+be covenants of issuance of the
evidence of indebtedness and the project lease.

"Project lessee" includes the individual, corporation or

1l.

partnership or combination thereof to whom the project
will be leased.

"Project lease' means the lease agreement between the

issuer and the project lessee the lease rentals from which
shall be sufficient to pay all the project costs as
required by chapter 40-57.

6-09.2-04. POWERS . In carrying out the provisions of this
chapter, the Bamk department is authorized and empowered:
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To iRBu¥e guarantee the payment of mertgage-ieans debt
service on evidence of indebtedness secured by security
interests in an 1industrial buxidings;--er-agrieulturat
bu:idingsr-tandsr-equipmentr-or--improvements development
project consistent with the terms and Ilimitations
expressed in this chapter.

To accept from a federal agency or North Dakota, its
agencies and instrumentalities, loans or grants for use in
carrying out 1its purposes, and to enter into agreements
with such agency or North Dakota, its agencies and
instrumentalities, respecting any such loans or grants.

In--eenneetion--with--the--insuring--ef--payments--ef--any
industrial-prejeet-mortgager-to-request-for-its-guidanee-a
finding--of--the-planning-board-ef-the-munieipatity;-or-+£
there-i8-Re-ptanning-beard;-a--£finding--of--the--munieipal
offieers--of--the--munieipatity--in--whieh--the-industrial
prejeet-is-prepesed-te-be--leecated;--o¥--0f--the--regionai
ptanning--beard-ef-whieh-sueh-munieipatity-is-a-member;-as
to-the-expedieney-and-advisabitity-ef-sueh-projeet~

To enter into agreements with prospective mextgagees
bondholders and mextgage¥s issuers for the purpose of
pianningr--designing,;--eenstruetingr--aequiringr-atteringr
and financing industrial anrd--agrieuitturat development
projects and require as a condition of guarantee that the
Bank of North Dakota be the designated trustee, paying
agency and depository of all funds and accounts of all
guaranteed evidence of indebtedness of the program.

To acquire, purchase, manage and operate, and hold and

dispose of, real and personal property, to take
assignments of rentals and leases, and make and enter into
all contracts, leases, agreements, and arrangements

necessary or incidental to the performance of its duties.

When in the opinion of the Bamk department it is necessary
or advisable, in order to further the purposes of this
chaptery or to safeguard the mertgage--insu¥ranee bond
guarantee fund, te-purehaser-aequire;-take-assignments--ef

netesry---meortgages;---and--other--forms--of--seeurity--and
evidenees-ef-indebtedness; to purchase, acquire, attach,
seize, accept, or take title to any industrial e=

agrieutturat development project, er---mertgaged---part
thereef; by conveyance or, when an--iRsured--mertgage
thereen-is-etearty-in-defautt,-by any guaranteed evidence
of indebtedness has been redeemed 1in whole or in part
exercise with the consent of the bondholder any of the
bondholder's rights under any of the covenants of issuance
including but not Iimited to foreclosure, and--te--seiz
sale, lease, or rent an industrial development project for
a use specified in subsection 4 of section 6-09.2-03, or
for any other use.




BANKS AND BANKING CHAPTER 128 283

6-09.2-05. DEFAULT BY MORTGAEORS ISSUER. When a-mertgager¥ an
issuer's project lessee does not meet--mertgage make debt service
payments insured guaranteed by the Bank-by-reasen-ef-its-industrzal
er-agrieuttural--development~--projeet department's bond gquarantee
fund, +the Banky department for the purpose of maintaining income
from industrial e¥--agrzeaiturat development projects on which
mertgage--teans bonds have been #nsured guaranteed by the Bank
department and for the purpose of safeguarding the mnertgage
insuranee bond guarantee fund, may grant the mexrtgager issuer
permission to lease or rent the property to a tenant for a use other
than that specified in subsection 4 of section 6-09.2-03, such lease
or rental to be temporary in nature and subject to such conditions
as the Bank department may prescribe; provided, however, no lease
shall in any manner conflict with the provisions of chapter 40-57 or
in the opinion of bond counsel issuing the opinion on the evidence
of indebtedness in any way jeopardize the income tax exempt status
of the interest on the bonds.

6-09.2-06. MORFEACE-INSURANEE BOND GUARANTEE FUND.

1. There is hereby created an industrial buiiding--and
agrieuttural development merigage-imnsuramee revenue bond
fund, hereinafter in this chapter referred to as the
vfund" which shall be used by the Bark department as a
nonlapsing, revolving fund for carrying out the provisions
of this chapter. Wwithin the fund are hereby created the
following accounts, a debt service guarantee account, an
administration account, a debt service reserve account and
a_debt service principal and interest account. The fund
shall include the funds appropriated by section 13 of
chapter 112 of the 1971 Session Laws which shall be
deposited in the fund debt service guarantee account and
all accumulated earnings from the investment of the fund
since the appropriation in 1971 shall be deposited in the
fund  administration  account. To %h:s the fund
administration account shall be charged any and all
expenses of the Bark department necessary for *his
purpesey--inetuding--mortgage administration of this
chapter, except debt service payments required by iean
defaults, and te-the-fund-shall-be-eredited--ali-~-mortgage
ingurance--premiums-and all debt service guarantee account
charges. Net proceeds from the sale, disposal, lease, or
rental of real or personal property which the Bank
department may receive under the provisions of this
chapter shall be deposited in the debt service guarantee

qccount. The department may issue evidence of
indebtedness payable from anticipated revenues of the
fund.

2. Moneys in the fund not currently needed to meet the
expenses and obligations incurred in carrying out the
provisions of this chapter may be invested by the Bank
department through the Bank of North Dakota as provided by
law.
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6-09.2-07. INSURANEE GUARANTEE OF MORTGAGES BONDS. The Bank
department, as the administrator of the fund created in this
chapter, 1is authorized, upon application of the proposed mertgagee
issuer, to insure-mertgage guarantee debt service payments required
by a--mertgage evidence of 1indebtedness on any industrial es¥
agrieuitturat development project, or mertgaged part thereof, upon
such terms and conditions as the Bamnk department may prescribe, and
subject to the limitations of this chapter, provided the aggregate
amount of the wunpaid principal balance of all obligations of all
mertgages evidence of indebtedness so insured guaranteed outstanding
at any one time shall not exceed five-mitiien-deita¥s twenty times
the unencumbered balance in the fund debt service guarantee account.
To be eligible for #msuramee guarantee under the provisions of this
chapter a-mertgage bonds shall:

1. Be ene--whieh-is-made-te-and-heid-by-a-mertgagee-appreved
by-the-Bank issued by a municipality as defined in chapter
40-57.

2. Involve a principal obligation, including initial service
charges and appraisal, inspection, and other fees approved
by the Bankry-Ret-te-exeeed-niRety-pereent-eof-the-cost-of
any-prejeet department.

3. Have a maturity date satisfactory to the Bamk department,
but in no case later than &wenty-£five forty years from the
date of the-mertgage issuance for any project.

4. Contain complete amortization provisions satisfactory to
the Bank department requiring periodic payments, costs of
local property taxes and assessments, land lease rentals,
if any, and hazard insurance on the property and such
mertgage--insu¥ranee--premiums bond guarantee fees as are
required under section 6-09.2-08, all as the Bank
department shall from time to time prescribe or approve.

5. Be in such form and contain such terms and provisions,
with respect to property, insurance, repairs, alterations,
payment of taxes and assessments, restrictions as to
location of machinery and equipment, default reserves,
delinquency charges, default remedies, anticipation of
maturity, additional and secondary liens, and other
matters as the Bamk department may prescribe.

6-09.2-08. MORFEAGE~--~INSURANEE---PREMIUMS - ---Fhe--Bank--is
autheriged-to-£fix-mertgage-insurance-premiums-for-the--insuranee--of
mertgage--payments--unde¥--the--previsions--ef--this--ehapter;--sueh
premiums-teo-be-cemputed-as-a--pereentager;--whieh--shati--net--execeed
three-pereent-per-anRum;-0f-the-prineipat-ebliigation-ef-the-mortgage
in-sueh-maRner-in-eaeh-ease-as-the-Bank-shall-determine-on-the-basis
ef--ati-pertinent-avaiiable-data---Sueh-premiums-shati-be-payabie-by
the-mertgagers--er--the--mortgagees--in--sueh--manper--as--shati--be
preseribed--by--the-Bank---Fhe-ameunt-ef-premium-need-not-be-uniform
ameng-the-varieus-ieans-insured-



BANKS AND BANKING CHAPTER 128 286

BOND GUARANTEE FEES. The department shall charge three
percent of the principal obligation of the evidence of indebtedness
as a fee for guaranty of debt service payments on evidence of
indebtedness quaranteed by the fund debt service guarantee account
which shall be deposited in the fund debt service guarantee account.
The department shall charge an annual administrative fee of
three-eighths of one percent of the outstanding principal obligation
of all evidence of indebtedness guaranteed by the fund debt service

guarantee account. Such fees shall be pavable by the issuer's
project lessee 1in such manner as shall be prescribed by the
department. Earnings on the investment of any accounts held by the

fund shall be first deposited in the fund administration account.
Any moneys declared by the department commission to be surplus and
not essential to the administration of this chapter may be
transferred on order of the commission to the fund debt service
guarantee account.

6-09.2-09. EXPENSES. The Bamnk department, subject to the
approval of the business and industrial development commission, may
expend out of the fund administration account such moneys as may be
necessary for any expenses of the Bamk department in carrying out
the provisions of this chapterr—ine}using-administfativer—iega&r
aetuarial;-and-ether-sexviees.

6~09.2-10. MORTFEAGES BONDS ELIGIBLE FOR INVESTMENT.
Mertgages-insured Evidence of indebtedness bonds guaranteed by the
Bank department under this chapter and-partieipatiens-therein are
hereby made legal investments for all insurance companies, trust
companies, banks, investment companies, savings banks, building and
loan associations, credit unions, savings and loan associations,
executors, administrators, guardians, conservators, trustees and
other fiduciaries, pension, profit-sharing, and retirement funds to
the extent limited by law.

6-09.2-11. LIMITATION - CREDIT OF BANK DEPARTMENT AND STATE
NOT PLEDGED. Nothing in this chapter shall be construed to
authorize or permit the Bamk department or any officer thereof to
create any indebtedness of the Bank degartment or of «he--state--ef
North Dakota, or to incur any obligation of any kind or nature,
except such as shall be payable solely from the fund created in this
chapter and the revenues appropriated and accumulated therein.

SECTION 2. A new section to chapter 40-57 of the North Dakota
Century Code is hereby created and enacted to read as follows:

A bond issuance fee or excise in lieu of taxes of two percent
of the principal amount of all evidence of indebtedness issued
pursuant to thisg chapter and guaranteed by the industrial
development revenue bond gquarantee program 1s hereby imposed and
shall be assessed by the issuing municipality and collected at or
before the time of sale. The bond issuance fee or tax shall not
exceed two hundred thousand dollars. The fee or tax shall be
transmitted and is hereby appropriated to the business and
industrial development department for deposit 1in the fund debt
service guarantee account created by section 6-09.2-06. The bond
issuance fee or tax shall not be charged on exchange or refunding of
evidence of indebtedness. The fee or tax shall be assessed on all
original issues sold after the effective date of this section.

Approved March 18, 1981
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CHAPTER 129

HOUSE BILL NO. 1049
(Legislative Council)
(Interim Budget "B" Committee)

DEVELOPMENTALLY DISABLED FACILITY
LOAN PROGRAM

AN ACT to establish a revolving loan fund at the Bank of North
Dakota for construction, reconstruction, or acquisition of
intermediate care facilities for developmentally disabled
persons and residential facilities for physically disabled
persons; to amend chapter 422 of the 1969 Session Laws of
North Dakota, relating to termination of revolving loans by
the Bank of North Dakota; to provide an appropriation; to
provide effective dates; and to provide expiration dates.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. REVOLVING LOAN FUND. A revolving loan fund shall
be maintained in the Bank of North Dakota, for the purpose of making
loans to nonprofit corporations for the construction,
reconstruction, or acquisition of intermediate care facilities for
developmentally disabled persons and residential facilities for
physically disabled persons. All moneys transferred into the fund,
interest upon moneys in the fund, and collections of interest and
principal on loans made from the fund are hereby appropriated for

the purpose of providing loans in accordance with the provisions of
this Act.

SECTION 2. ADMINISTRATION OF REVOLVING FUND. The revolving
fund and loans made therefrom shall be supervised and administered
by the Bank of North Dakota. All applications for loans under the
provisions of this Act shall be made to the state department of
health. The department may promulgate rules, pursuant to
chapter 28-32, to carry out the provisions of this Act.
Applications approved by the department shall be forwarded to the
Bank of North Dakota. Upon approval of such application by the Bank
of North Dakota, loans shall be made from the revolving fund in
accordance with the provisions of this Act.

SECTION 3. ADMINISTRATION OF REVOLVING FUND. The revolving
fund and loans made therefrom shall be supervised and administered
by the Bank of North Dakota. All applications for loans under the
provisions of this Act shall be made to the state department of
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human services. The department may promulgate rules, pursuant to
chapter 28«32, to carry out the provisions of this Act.
Applications approved by the department, in consultation with the
state department of health, shall be forwarded to the Bank of North
Dakota. Upon approval of such application by the Bank of North
Dakota, loans shall be made from the revolving fund in accordance
with the provisions of this Act.

SECTION 4. AMOUNT OF LOAN - TERMS AND CONDITIONS. Loans in
an amount not exceeding three-fourths of the cost of construction,
reconstruction, or acquisition, including the cost or value of real
estate upon which the facility is located, and in no event exceeding
three hundred thousand dollars to any one applicant, shall be made
by the Bank of North Dakota to nonprofit corporations to be used 1in
the construction, reconstruction, or acquisition of intermediate
care facllities in this state for developmentally disabled persons
and residential facilities for physically disabled persons. Such
loans shall bear interest at a rate of five percent, and shall be
repayable in the manner prescribed by the Bank of North Dakota
within a period of not more than twenty-five yvears. 1In addition, in
consideration of the granting of a loan under this Act, each
nonprofit corporation shall execute a contract with the state to
operate the facility in accordance with the standards prescribed for
the licensing of the facility by the state department of health.
The contract shall also provide that if the use of the facility 1is
discontinued or diverted to other purposes, the full amount of the
loan provided under this Act shall immediately become due and
payable. The Bank of North Dakota may deduct one-half of one
percent of the outstanding Jloans annually as a service fee for
administering the revolving fund. Payments of interest and
principal on loans made under this Act shall be made to the Bank of
North Dakota and credited to the revolving fund.

SECTION 5. AMOUNT OF LOAN - TERMS AND CONDITIONS. Loans in
an amount not exceeding three-fourths of the cost of construction,
reconstruction, or acquisition, including the cost or value of real
estate upon which the facility 1s located, and in no event exceeding
three hundred thousand dollars to any one applicant, shall be made
by the Bank of North Dakota to nonprofit corporations to be used in
the construction, reconstruction, or acquisition of intermediate
care facilities in this state for developmentally disabled persons
and residential facilities for physically disabled persons. Such
loans shall bear interest at a rate of five percent, and shall be
repavable in the manner prescribed by the Bank of North Dakota
within a period of not more than twenty-five vears. In addition, in
consideration of the granting of a loan under this Act, each
nonprofit corporation shall execute a contract with the state to
operate the facility in accordance with the standards prescribed for
the Ticensing of the facility by the state department of human
services. The contract shall also provide that i1f the use of the
facility is discontinued or diverted to other purposes, the full
amount of the loan provided under this Act shall immediately become
due and pavable. The Bank of Norxrth Dakota may deduct one-~half of
one percent of the outstanding loans annually as a service fee for
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administering the revolving fund. Payments of interest and
principal on loans made under this Act shall be made to the Bank of
North Dakota and credited to the revolving fund.

SECTION 6. STANDARDS - ADMINISTRATION PROCEDURE. The state
department of health, shall establish standards of construction
which shall be followed by all applicants receiving loans of funds
for the construction, reconstruction, or acquisition of intermediate
care facilities for developmentally disabled persons and residential
facilities for physically disabled persons.

SECTION 7. POWERS OF BANK OF NORTH DAKOTA. The Bank of North
Dakota may do all acts or things necessary to negotiate loans under
this Act, 1including the power to take such security as deemed
necessary, and to bring suit against any nonprofit corporation 1in
order to collect interest and principal due the revolving fund under
mortgages, contracts, and notes executed to obtain loans under the
provisions of this Act. If the applicant's plan for financing
provides for a loan of funds from sources other than the state of
North Dakota, then the Bank of North Dakota shall take a second
mortgage upon the facilities constructed or reconstructed from the
proceeds of the loan.

SECTION 8. APPROPRIATION. There is hereby appropriated out
of any moneys in the land and minerals trust fund, not otherwise
appropriated, the sum of $4,000,000, or so much thereof as may be
necessary, to the Bank of North Dakota for deposit in the revolving
fund created by this Act which fund is to provide loans for
intermediate care facilities for developmentally disabled persons
and residential facilities for physically disabled persons as
provided in this Act. During the 1981-83 biennium the Bank of North
Dakota shall approve loans only for the acquisition, construction,
or reconstruction of intermediate care facilities in geographical
areas included in the plan for such facilities approved by the
legislative assembly. Six hundred thousand dollars, or so much
thereof as may be necessary, of the amount appropriated by this
section shall be available for loans to nonprofit corporations to
construct residential facilities for physically disabled persons.

SECTION 9. AMENDMENT. Section 1 of chapter 422 of the 1969
Session Laws is hereby amended and reenacted to read as follows:

SECTION 1. TERMINATION OF THE MAKING OF LOANS BY THE BANK OF
NORTH DAKOTA TO NURSING HOMES - TRANSFER OF FUNDS TO ©ENERAR
REVOLVING  FUND. Notwithstanding the provisions of sections
50-21-01, 50-21-02, 50-21-02.1, 50-21-03, 50-21-04, and 50-21-05,
the Bank of North Dakota shall make no new loans from the revolving
loan fund to nursing homes and homes for the aged and infirm. It is
the intent of the legislative assembly that loans made pursuant to
the provisions of this chapter be discontinued beginning with the
effective date of this Act. The balance in the revolving loan fund
on July 1, 1969, shall be transferred to the general fund and all
payments made to the revolving loan fund after that date shall be
transferred monthly by the manager of the Bank of North Dakota to
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the general-fund revolving loan fund created by House Bill No. 1049
of the forty-seventh legislative assembly.

SECTION 10. EFFECTIVE DATES. Sections 3 and 5 of this Act
shall become effective on January 1, 1982.

SECTION 11. EXPIRATION DATES. Sections 2 and 4 of this Act

shall be effective through December 31, 1981, and after that date
shall be ineffective.

Approved April 6, 1981
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CHAPTER 130

SENATE BILL NO. 2374
(Vosper, Tallackson)

FUEL PRODUCTION FACILITY LOAN
GUARANTEE PROGRAM

AN ACT to authorize the Bank of North Dakota to guarantee loans used
for the construction of community-sized agriculturally derived
fuel production facilities.

BE IT ENACTED BY THE LEGISLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. GUARANTEE LOAN PROGRAM - ADMINISTRATION - ADVISORY
BOARD. The Bank of North Dakota shall administer the state
guarantee loan program as provided in this Act. The advisory board
of directors to the Bank of North Dakota appointed pursuant to
chapter 6-09.1 shall act in an advisory capacity concerning the
program. The Bank, upon recommendation of the advisory board, and
subject to approval of the industrial commission, may expend moneys
from the interest earned from the principal balance in the reserve
fund established pursuant to this Act as may be necessary to
implement the program.

SECTION 2. POWERS AND DUTIES OF THE BANK OF NORTH DAKOTA.
The Bank of North Dakota may:

1. Guarantee the loan of money by eligible banks, credit
unions, and savings and loan associations, wupon such
terms, conditions, and procedures as it may establish in
accordance with the provisions of this Act, to any
qualified person to assist that person in constructing
agriculturally derived fuel production facilities of a
size to serve the community in or near which the facility

is located. The facility must use grain-related and
biomass farm products for agriculturally derived fuel
production.

2. Take, hold, and administer, on behalf of the state from
any source, any property, or any interest therein, and the
income therefrom, either absolutely or in trust, for any
purpose of the guarantee loan program, provided that no
guarantee obligation of the Bank shall be payable out of
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any moneys of the Bank except those made available to it
under this Act.

3. Adopt standards governing the qualifications and financial
needs of applicants, and establish a method of application
for the guaranteeing of loans which may be made by banks,
credit unions, and savings and loan associations, and any
other standards as may be necessary to administer properly
this Act.

SECTION 3. EXTENT OF LOAN GUARANTEE. The extent of the loan
guarantee under this Act may not exceed twenty-five percent of the
total loan. The maximum dollar amount of any guarantee on a single
loan may not exceed two million five hundred thousand dollars. The
extent of +the value of all loan guarantees under this Act may not,
at any one time, exceed ten million dollars.

SECTION 4. BANK TO PRESCRIBE THE RATE OF INTEREST ON
GUARANTEED LOAN. Any loan guaranteed by the Bank of North Dakota
shall bear interest at a rate not in excess of the interest charged
by the lender to other persons for similar types of loans not
guaranteed by the Bank unless the Bank determines that a higher rate
of interest is justified by special circumstances and would be
consistent with the general objectives of this Act.

SECTION 5. ESTABLISHMENT AND MAINTENANCE OF ADEQUATE
GUARANTEE FUNDS - USE OF LANDS AND MINERALS TRUST. The Bank of
North Dakota shall establish and at all times maintain an adequate
guarantee reserve fund in a special account in the Bank. The
guarantee reserve fund shall be maintained from the lands and
minerals trust created by section 15-08.1-08 and any  moneys
transferred from +the lands and minerals trust to maintain the
guarantee reserve fund are available to reimburse lenders for
guaranteed 1loans in default. The securities in which the moneys in
the reserve fund may be invested shall meet the same requirements as
those authorized for investment under the state investment board.
The income from such investments shall be made available for the
costs of administering the state guarantee loan program and income
in excess of that required to pay the cost of administering the
program shall be deposited in the reserve fund. The amount of
reserves for all guaranteed loans shall be determined by a formula
which will assure as determined by the Bank, an adequate amount of
reserve.

SECTION 6. PROCEDURE ON DEFAULT OF GUARANTEED LOAN. Whenever
it appears to the satisfaction of the Bank of North Dakota that a
guaranteed loan is in default, and the eligible lender has certified
this fact to the Bank, the Bank shall reimburse the eligible lender
making the 1loan from the reserve fund to the extent the loan was
guaranteed by the fund. Whenever payment of the guaranteed
principal balance of any guaranteed loan is demanded of the Bank,
the note and accompanying evidence of the loan shall be tendered to
the Bank in manner and form to confer good title so that the loan
may be collected by the Bank as it may determine according to law.
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No statute of 1limitations may be used as a defense against
collection, through court proceedings, of any loan guaranteed under
this Act.

SECTION 7. FEES FOR REASONABLE COSTS. The Bank of North
Dakota may charge reasonable fees for guaranteeing of loans under
this Act, and the fees shall be available to defray costs of
administering the state guarantee loan program. Fees in excess of
the amount required to pay the cost of administering the program
shall be deposited in the reserve fund.

SECTION 8. LIMITATION ON ADDITIONAL STATE AID. Any person
whose application for a loan guarantee under this Act 1is approved
shall not be eligible to receive additional aid in the form of a
loan, grant, or guarantee from any state agency, department, or
instrumentality.

Approved April 8, 1981
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