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BANKS AND BANKING

CHAPTER 102

SENATE BiLL NO. 2134
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

CEASE AND DESIST ORDER APPEALS

AN ACT to amend and reenact subsection 4 of section 6-01-04.2 of the
North Dakota Century Code, relating to the appeal of cease and
desist orders served upon financial corporations or
institutions.

BE IT ENACTED BY THE LEG!SLATIVE ASSEMBLY OF THE
STATE OF NORTH DAKOTA:

SECTION 1. AMENDMENT. Subsection 4 of section 6-01-04.2 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

4. The commissioner or the board may enter an emergency,
temporary cease and desist order if the commissioner or
the board finds the conduct described in the complaint is
likely to cause insolvency, substantial dissipation of
assets, earnings, or capital of the financial corporation

or 1institution, or substantial prejudice to the
depositors, shareholders, members, or creditors of the
financial corporation or institution. An emergency,

temporary cease and desist order shall be effective
immediately upon service on the financial corporation or
institution and shall remain in effect for no longer than
sixty days or until the conclusion of permanent cease and
desist proceedings pursuant to this section, whichever is
sooner. An emergency, temporary cease and desist order
may be issued without an opportunity for hearing. Within
ten days of the emergerey; temperary ecease ard desist
erder a finaneial ecorporatieon or institution may appeal
the entry of an emergeney; temperary eease and desist
erdexr te the distriet eourt fer the county in whieh the
£inaneial eerperatien er institution has leeated its mazn
effice~ The financial corporation upon which such an
order is served may apply to the district court of the
county in which the financial corporation or institution
is located for an order enjoining the operation of the
emergency, temporary order. The application for
injunction and procedure upon application must comply with
the requirements of section 6-07-14.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 103

HOUSE BILL NO. 1042
(Legislative Council)
(Interim Industry and Business Committee)

BANK CAPITAL STOCK REQUIREMENTS

AN ACT to amend and reenact section 6-02-03 of the North Dakota
Century Code, relating to the capital stock requirements of
banking associations.

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

SECTION 1. AMENDMENT. Section 6-02-03 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-02-03. Capital stock, surplus, and federal deposit insurance
requirements. The capital stock of any banking association organized
after June 30, 1987, shall be not 1less than £ifty one hundred

thousand dollars. In addition to such capital requirements there
shall be subscribed and paid in at the time of organization a
surplus of not less than twenty-£five fifty thousand dollars. The

state banking board may reguire such additional capital, surplus,
and undivided profits as it may determine necessary to properly
serve the area and to protect the public interest. All of the
capital stock and surplus of every association shall be paid in
before it shall be authorized to commence business, and evidence of
such payment either in actual money or a deposit in a previously
approved correspondent bank must be furnished to the commissioner
before the certificate of authority may be delivered to it. A
banking association shallsy eafer Jduity %y 3978; secure federal
deposit insurance corporation insurance of deposits before it is
authorized to commence business. Evidence of securing such
insurance must be furnished to the commissioner before the
certificate of authority may be delivered to the banking
association.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 104

SENATE BILL NO. 2427
(Redlin)

BANK SECURITIES DEALINGS

AN ACT to <create and enact a new subsection to section 6-03-02 of
the North Dakota Century Code, relating to the power of banks.

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

SECTION 1. A new subsection to section 6-03-02 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

To enter into the business of dealing in securities and
stock for the purpose of purchasing and selling such
securities and stock without recourse, solely upon the
order, and for the account of individual and institutional
customers and to provide portfolio investment advisory,
management, information, forecasting, and research
services to such customers in combination with or separate
from such purchases and sales.

Approved April 7, 1987
Filed April 9, 1987
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CHAPTER 105

HOUSE BILL NO. 1652
(Representatives Koland, Skjerven)
(Senator Reiten)

MERGED BANKS

AN ACT to create and enact a new section to chapter 6-03, a new
section to chapter 57-35, and a new section to chapter 57-35.2
of the North Dakota Century Code, relating to maintaining
houses, offices, and services of merged banks and to taxation
of merged banks.

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:

Maintenance of facilities of merged banks. Notwithstanding the
provisions of sections 6-03«13.1 through 6-03-13.4 and section
6-03-14, two or more banking institutions, or national banks that
are subsidiaries as defined in the Bank Holding Company Act of 1956,
as amended, [ch. 240; 70 Stat. 133; 12 U.S.C. 1841] of the same bank
holding company, which consolidate or merge in accordance with
section 6-03-11 or in accordance with procedures applicable to
national banks may, upon completion of the consolidation or merger
retain, operate, establish, and maintain the banking houses or
offices of the merged or consolidated entities, including
off-premises banking facilities, and provide other services or
functions as would be permitted had the consolidation or merger not
occurred.

SECTION 2. A new section to chapter 57-35 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Imposition of tax after merger or consolidation. Any banking
institution or national bank that enters a consolidation or merger
with one or more other such institutions or banks after June 30,
1987, shall continue to pay taxes due under this chapter after the
consolidation or merger in the manner and on the basis taxes would
have been paid had the consolidation or merger not occurred.

SECTION 3. A new section to chapter 57-35.2 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Payment of taxes after merger or consolidation. Any banking
institution or national bank that enters a consolidation or merger
with one or more other such institutions or banks after June 30,
1987, shall continue to pay taxes due under this chapter after the
consolidation or merger in the manner and on the basis taxes would
have been paid had the consolidation or merger not occurred.

Approved April 6, 1987
Filed April 6, 1987
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CHAPTER 106

SENATE BILL NO. 2227
(Committee on industry, Business and Labor)
(At the request of the Department of Banking and
Financial tnstitutions)

BANK DIVIDENDS

AN ACT to amend and reenact sections 6-03-34 and 6-03-36 of the
North Dakota Century Code, relating to the payment of
dividends by a banking institution.

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

SECTION 1. AMENDMENT. Section 6-03-34 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-34. Surplus fund required - Dividends only out of earnings not
required for surplus. The board of directors of any association
organized under this title may declare and pay annual e¥,
semiannual, or quarterly dividends out of the net profits of the
associlation subject to the limitations of this seetien chapter.
Every such association, guarterly, semiannually, or annually, as its
board of directors shall deem advisable, shall ascertain, set apart,
and convert into a surplus fund at least fifty percent of 1its net
earnings wuntil such surplus fund shall equal one hundred percent of
its common stock, and no dividend shall be declared upon its stock
except from the remaining fifty percent of its net earnings.

SECTION 2. AMENDMENT. Section 6-03-36 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-03-36. Capital must be maintained - Dividends prohibited under certain
conditions.

1. No director or officer of an association may permit the
impairment of an association's capital by the payment of
dividends or otherwise.

2. Ne dividend may be paid in an ameunt whieh exeeeds the
tetat of +the asseeiatien's net prefits £fer the year
eombined with its retained net profits feor the preeceding
Ewe years tess any regquired £transfers €o surplus er a fund
for the retirement ef any preferred steek; ecapital netess
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or debentures; witheut the appreva: ef the state banking
board: Except as provided in subsection 4, no dividend
may be paid which exceeds the following amount:

a. An association's retained net profits for the period
beginning January one of the vyear for which the
proposed dividends are declared and ending as of the
date used to determine shareholders of record; plus

b. The association's retained net profits for the
preceding two calendar years; less

€. Any required transfers to:

(1) Surplus;

(2) Funds for the retirement of preferred stock,
capital notes, and debentures.

3. For the purpose of this section, "net profits" means the
remainder of all earnings from the association's current
annual operations plus actual recoveries of past losses on
loans, investments, and other assets, after deducting from
the total, all current operating expenses, actual losses,
accrued dividends on preferred stock, if any, accrued
interest on capital notes and debentures, and all federal
and state taxes.

4. Payment of a dividend which exceeds the calculated amount
in subsection 2 may be made only with prior approval of
the state banking board.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 107

HOUSE BILL NO. 1137
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

BANK INVESTMENTS — CREDIT UNION INVESTMENTS

AN ACT to create and enact section 6-03-47.3 and subdivision g of
subsection 5 of section 6~06-06 of the North Dakota Century
Code, relating to bank investments in investment company
shares and powers of credit unions; and to declare an
emergency.

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

SECTION 1. Section 6-03-47.3 of the North Dakota Century Code
is hereby created and enacted to read as follows:

6-03-47.3. Bank investment in investment company shares. Financial
institutions under the jurisdiction of the state banking board may
invest in shares of investment companies registered under the
Investment Companies Act of 1940 and which invest only in
investments otherwise permitted under this chapter. The state
banking board may issue rules and regqulations governing investments
by North Dakota financial institutions in shares of registered
investment companies.

SECTION 2. Subdivision g to subsection 5 of section 6-06-06
of the 1985 Supplement to the North Dakota Century Code is hereby
created and enacted to read as follows:

g. Subject to rules of the state credit union board, in
shares of investment companies registered under the
Investment Companies Act of 1940 and which invest only
in investments otherwise permissible under this
section.

SECTION 3. EMERGENCY. This Act 1is declared to be an
emergency measure and is in effect upon its filing with the
secretary of state or on a date specified in this Act.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 108

HOUSE BiLL NO. 1041
(Legislative Council)
(Interim Industry and Business Committee)

INSOLVENT BANK CLAIM PRIORITY

AN ACT to create and enact a new section to chapter 6-07 of the
North Dakota Century Code, relating to the priority of paying
expenses of and claims against an insolvent bank; and to amend
and reenact sections 6-03-67 and 41-04-27 of the North Dsakota

Century Code, relating to liability of a banking association
for appropriation of deposits and the right of payor banks to
setoff.

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

SECTION 1. AMENDMENT. Section 6-03-67 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-03-67. Appropriation of deposits unlawful - Exception - Liability
therefor. Except as provided in seetien sections 2 of this Act and
30.1-31-13, it shait: be is unlawful for any banking association to
charge any claim which it might have, or the <claim of any other
person, against a deposit made with the association, or to
appropriate a deposit or any part €hereef of the deposit to the
payment of any debt to sueh the association, without legal process
or the consent of the depositor. Any banking association which
violates this section shaii be is liable to the party aggrieved for
any damages caused by sueh the violation.

SECTION 2. A new section to chapter 6-07 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Priority of expenses and claims. The order of paying the
expenses of and claims against an insolvent bank is:

1. Administrative expenses, including salaries and expenses
of receivers pursuant to section 6-07-20, and expenses
incurred by the commissioner during possession or in the
course of proceedings under this chapter including the
compensation of deputy examiners, agents, and clerks
employed by the commissioner and reasonable fees for
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counsel, accountants, or consultants employed by the
commissioner or on the commissioner's behalf;

Unsecured claims for wages, salaries, or commissions

earned by an individual within ninety days before the date
of the commissioner's possession in an amount not
exceeding five thousand dollars for each individual;

Claims of depositors, except that notwithstanding sections

6-03-67 and 41-04-27, if a depositor is indebted to an
insolvent bank, the insolvent bank has a right to setoff
against the depositor's account;

All other unsecured claims and claims of secured creditors

to the extent the amount of their claims exceeds the
present fair market value of their collateral;

Claims for debts that are subordinated under the

6.

provisions of a subordination agreement or other
instrument; and

Equity capital of shareholders.

SECTION 3. AMENDMENT. Section 41-04-27 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

41-04-27. (4-303) When items subject to notice, stop order, legal

process, or
Exception.

1.

setoff - Order in which items may be charged or certified -

Any knowledge, notice, or stop order received by, legal
process served upon, or setoff exercised by a payor bank,
whether or not effective under other rules of law to
terminate, suspend, or modify the bank's right or duty to
pay an item or to charge its customer's account for the
item, comes too late to so terminate, suspend, or modify
such right or duty if the knowledge, notice, stop order,
or legal process is received or served and a reasonable
time for the bank to act thereon expires or the setoff is
exercised after the bank has done any of the following:

a. Accepted or certified the item.
b. Paid the item in cash.

c. Settled for the item without reserving a right to
revoke the settlement and without having such right
under statute, clearinghouse rule, or agreement.

d. Completed the process of posting the item to the
indicated account of the drawer, maker, or other
person to be charged therewith or otherwise has
evidenced by examination of such indicated account and
by action its decision to pay the item.




CHAPTER 108 BANKS AND BANKING

e. Become accountable for the amount of the item under
subdivision d of subsection 1 of section 41-04-23 and
section 41-04-26 dealing with the payor bank's
responsibility for late return of items.

2. Subject to «he previsiens ef subsection 1, items may be
accepted, paid, certified, or charged to the indicated

account of its customer in any order convenient to the
bank.

3. This section does not apply to the setoff provided in
section 2 of this Act.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 109

SENATE BILL NO. 2133
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

FINANCIAL INSTITUTION CALL REPORTS

AN ACT to amend and reenact section 6-03-70 of the North Dakota
Century Code, relating to financial institutions call reports.

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

SECTION 1. AMENDMENT. Section 6-03-70 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-03-70. Reports - Regular and special - Publication - Penaity. Every
state banking association shall respond to <calls each year, the
number to be determined by the commissioner. The commissioner shall
prescribe the forms for such reports which shall be the same forms
as those for similar reports called by the federal deposit insurance
corporation. The reports shall exhibit in detail, under appropriate
headings, the resources and liabilities of the association at the
close of business on a past day specified by the commissioner, which
shall be the same day on which similar reports are required by the
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
same. Each report, in a form prescribed by the commissioner, shall
be published, at the expense of the association, in some newspaper
in the city where such bank is located, and in case there is no such
newspaper, then 1in a legal newspaper of the county in which such
association is located. At the discretion of the commissioner, a
call may be complied with by submission of a photocopy of the call
report submitted to the federal deposit insurance corporation or
federal reserve bank, 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 commissioner may call for a special report from any association
whenever in the commissioner's judgment the same is necessary to
obtain complete knowledge of the condition of the association.
Every association which fails to make and transmit any report
required by this section shall forfeit and pay to the state a
penalty of two hundred dollars for each delinquency.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 110

SENATE BILL NO. 2383
(Nething, Langley)

TRUST COMPANY DIRECTORS

AN ACT to amend and reenact section 6-05-06 of the North Dakota
Century Code, relating to the number of directors and
qualifications of trust companies.

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

* SECTION 1. AMENDMENT. Section 6-05-06 of the 1985
Supplement to 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 three nor more than f£:zfteen
twenty-five 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 every direeter must own in his ewn right; free £rem
hypetheecatieon or piedge for any debty; rt least ten shares ef eapital
steek of the cerperatien ef whieh he is a direeter;: whieh said
shares shaii be knewn as !directerls qualtifying shares! and whieh
shai: be se marked aeress the faece and retained inm €he &rust
cempany; as previded in seetien 6-03-63. Any director who eeases %e
be the ewner eof ten shares ef steeks; f£ree and nenhypetheeated; eor
whe Dbecomes 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 ocath, subscribed by the
director making it and certified by the officer before whom it was
taken, shall be transmitted at once to the 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 net beceme steekholders £e the ameunt reguired to
quati:fy; eor if they fail or refuse to qualify from any cause, the
directors who shall qualify must elect qualified steekheiders
persons 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.

Approved April 7, 1987
Filed April 9, 1987

* NOTE: Section 6-05-06 was also amended by section 1 of
House Bill No. 1050, chapter 73.
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CHAPTER 111

HOUSE BILL NO. 1138
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

TRUST COMPANY EXAMINATIONS

AN ACT to amend and reenact section 6-05-28, subsection 2 of section
6~08-08.1, and section 6-10-06 of the North Dakota Century
Code, relating to examination fees and examinations of
annuity, deposit, surety, and trust companies, notification on
applications to the commissioner of banking and financial
institutions, and examinations of agents for deposits.

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

SECTION 1. AMENDMENT. Section 6~05-28 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-05-28. Examination by commissioner - Fees - Power over business,
officers, and employees. The commissioner shall make a full, true,
complete, and accurate examination and investigation of the affairs
of each corporation doing business under this chapter enee in eaeh
eighteen menths; ex mere often if required £e do se by a verified
information in writing £iled with the ecemmissiener by aRy persen
interested in any trust with whieh any sueh eerperatien may be
eharged as often as the commissioner deems necessary. Such
examination shall be made without previous notice to the corporation
to be examined. Fees for such examinations shall be charged by the
department of banking and financial institutions for the
examinations provided for by this section at the rate of one hundred
thirty-five dollars per day for the time used by the commissioner or
other person designated by the commissioner in supervising, filing,
and corresponding in connection with such examination and report of
examination and for time used by each deputy examiner, or other
person or persons in making and otherwise preparing and typing the
reports of examination herein provided for. The commissioner, in
the commissioner's discretion, may accept, in lieu of any
examination authorized or required by this title to be conducted by
the department of banking and financial institutions, the
examination that may have been made of such institution within a
reasonable period by the federal reserve bank, if a copy of such
examination is furnished to the commissioner. The commissioner
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shall assume and exercise over each such corporation and its
business, officers, directors, and employees all the power and
authority conferred upon the commissioner over banking and other
financial or moneyed corporations or associations.

SECTION 2. AMENDMENT. Subsection 2 of section 6-08-08.1 of
the 1985 Supplement to the North Dakota Century Code is hereby
amended and reenacted to read as follows:

2. Within #£hirty ten business days after the date of mailing
the notification the commissioner shall determine if the
application as filed is complete and notify the applicant
by mail of the determination. If the commissioner
determines the application is incomplete the commissioner
will, within the ten business days, request additional
information deemed necessary to complete the application.
Within ten business days after the receipt of the
additional information, the commissioner will notify the
applicant by mail of the commissioner's determination of
completeness. Within thirty days after the mailing of a
notice of completeness by the commissioner, the
transaction shall be deemed approved, unless the board
issues an order calling a hearing. If a hearing is called
by the board, the parties to the transaction shall be
given at least a ten-day written notice of the time, date,
and place of the hearing, to be held before the board, to
examine into the following matters:

a. The character, reputation, general fitness, financial
standing, and responsibility of the persons proposed
as new stockholders, directors, or officers.

b. Whether the gqualifications of management include
adequate experience with financial institutions or
other approved related experience.

¢. Whether the interests of the other stockholders,
depositors, and creditors of the institution and the
public generally will be jeopardized by the change in
control and management.

The determination to call a hearing may be made by the
commissioner after consulting the board members and an
order calling a hearing may be issued by the board without
a formal meeting.

SECTION 3. AMENDMENT. Section 6-10-06 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-10-06. Duty of commissioner. The commissioner shai* may make
an examination of the business of such licensee at least enee in
eaeh year, and such applicant shall pay an examination fee to the
state treasurer. Fees for such examinations shall be charged by the
department of banking and financial institutions for the
examinations provided for by this section at the rate of sixty-£ive
one hundred thirty~five dollars per day for the time used by the
commissioner or other person designated by the commissioner in
supervising, filing, and corresponding in connection with such
examination and report of examination and for time wused by each
deputy examiner, or other person or persons in making and otherwise
preparing and typing the reports of examination herein provided for.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 112

HOUSE BILL NO. 1423
(Representatives Oban, Gates)
(Senator Hilken)

CREDIT UNION POWERS

AN ACT to create ard enact a new subsection to section 6-06-06 of
the North Dakota Century Code, relating to the powers of
credit unions.

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

SECTION 1. A new subsection to section 6-06-06 of the 1985
Supplement to the North Dakota Century Code is hereby created and
enacted to read as follows:

To exercise any incidental power necessary or regquisite to
enable the credit wunion to carry out effectively the
business for which it is incorporated.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 113

HOUSE BILL NO. 1218
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

CREDIT UNION ASSESSMENTS

AN ACT to amend and reenact subsection 4 of section 6-06-08 of the
North Dakota Century Code, relating to assessments of state
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 1985 Supplement to the North Dakota Century Code 1is hereby
amended and reenacted to read as follows:

4. ZFhe eredit unien shaits within thirty days £frem date of
billing; pay te the state treasury for examirnatien a £fee
as previded in the follewing seheduie-

FTetal Assets en Bay
of Examinatien Fee
50 €e & 366,660 &
eveyr 3087668 & 366 pius =66675 H 8
ever & 5665068 & 458 pius =66638 x &
ever & 1,800;006 & 600 pius -00020 H eHeess ever & 1;68060;066
ever & 5;000;686 £1:406 pius -06616 R exneess ever 5 b5-6800,680
ever & 10,068,080 62,2600 ptus -0668312 ® exHeess ever § 16:8667688
ever & 2070007008 £3;400 pius -00009 H eHeess ever & 20;00070686
& H &
§ X &
§ X &

-

exeess eveyr
eHeess evey

3667866
5067660

ever 36;066,-608 8$4-360 pius =-66607 exeess evey 395,606-6686
eveyr 40,066,600 £5,000 pius -606066
evesr 58768007066 £5-600 pius -066665

cHeegs oevey
exeess ever

40706670606
5676606708606

The minimum f£fee £for¥ the examination ef a eredi€ unien
shalt: be three hundred deliars and the maximum £fee shaii
ke ten thousand deiiars- Every state credit union placed
under the jurisdiction and control of the state credit
union board and the commissioner by the provisions of this
title shall pay into the state treasury the following
yearly assessment: one and one-half hundredths of one
percent of gross amount of the assets of the corporation
or association on June thirtieth of each year, exclusive
of expenses, interest, and taxes paid, and inclusive of
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any valuation allowance or allowances deducted by the
credit union from any asset account. The fee may not be
less than three hundred dollars and not more than seven
thousand five hundred dollars. The assessment must be
paid to the state treasurer within thirty days of each
June thirtieth, except that those credit unions whose
examination has begun within the six months immediately
prior to July 1, 1987, do not have to pay the first yearly
assessment. Credit unions that have not been examined by
the commissioner or the state credit union board for three
years prior to any assessment date are not required to pay
the assessment. The state treasurer shall report the
payments of fees to the state credit union board, and if
any credit union is delinguent more than twenty days in
making payment, the board may make an order suspending the
functions of the delinquent credit union until payment of
the amount due, plus a penalty of five dollars a day
additional for the delay. The examination fee for North
Dakota central credit union shall be one hundred
thirty-five dollars per examiner day for the time used by
the commissioner or other person or persons designated by
the commissioner in making and otherwise preparing and
typing the reports of examination. If any sueh eredit
unien shaii be delinguent mere than twenty days in making
sueh payment; the beard may make an erder suspending the
funetions of sueh delinguent eredit urien until payment of
the ameunt dues; pius a penatty of £we hundred deliars for
the deiay-

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 114

HOUSE BILL NO. 1139
(Committee on industry, Business and lLabor)
(At the request of the Department of Banking and
Financial Institutions)

FAILING CREDIT UNION ACTION

AN ACT to create and enact section 6-06-08.2 of the North Dakota
Century Code, relating to emergency action concerning a
failing institution.

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

SECTION 1. Section 6-06-08.2 of the North Dakota Century Code
is hereby created and enacted to read as follows:

6-06-08.2. Failing institution - Emergency powers - Hearing - Order -

Appeal. Whenever the state credit union board determines that a
merger or acquisition of any of the credit unions wunder its
supervision is necessary because the institution's equity is

impaired, it is conducting its business in an unsafe, unsound, or
unauthorized manner, or it 1is endangering the interests of
shareholders, creditors or the public, whether or not the
institution is insolvent, the state credit union board may, without
a hearing, declare an emergency and declare that the institution is
a failing institution. Upon such declaration the state credit union
board may authorize the commissioner of banking and financial
institutions to immediately take possession of the institution. The
board 1is authorized to do all things necessary to continue service
to the affected community including any merger or acguisition under
this chapter or otherwise.

An institution which 1is the subject of such a board
declaration may ask for a hearing before the state credit union
board within five days after service of the state credit union
board's declaration upon it. The application for a hearing must be
granted and the hearing must be held not later than ten days after
the application is filed. A complete record of the hearing must be
established and maintained. On the basis of the hearing, the board
shall enter a final order. The institution may appeal the order to
the district court of the county in which the credit union is
located within ten days after the order is served upon it. The
appeal 1s governed by chapter 28-32 except that the board has ten
days after service of the notice of appeal to certify the record,
and the district court shall hear the appeal as expeditiously as
possible.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 115

HOUSE BILL NO. 1232
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

CREDIT UNION LOANS

AN ACT to amend and reenact section 6-06-12 of the North Dakota
Century Code, relating to <c¢redit union directors, duties,
powers, and lcan limitations.

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

SECTION 1. AMENDMENT. Section 6-06-12 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-06-12. Directors - Duties and powers - Loan limitations. The
directors shall have general management of the credit union, and it
shall be their duty particularly:

1. To act on applications for membership, unless a membership
officer is appointed.

2. To determine interest rates on loans and deposits.

3. To fix, subject to the approval of the state examiner
commissioner, the amount of surety bond which shall be
required of all officers and employees handling money.

4. To declare dividends.

5. To transmit to the members recommendations for changes in
the bylaws.

6. To fill wvacancies on the board of directors and on the
credit committee who shall serve until their successors
are chosen and gqualified.

7. To determine the maximum individual shareholdings and the
maximum irdividuat iearns whieh ear be made; aggregate
liability to the credit union of any one borrower but the
such maximum 2eam aggregate liability allowed by the board
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shall not exceed the amounts listed in the following
schedule:

Total assets Loan limit

0 to 70,000 10% with a limit of 5,000
70,001 to 100,000 6,000 limit
100,001 to 200,000 8,000 limit
200,001 to 300,000 10,000 limit
300,001 to 400,000 12,000 limit
400,001 to 500,000 14,000 limit
over 500,000 3% of assets

10.

For purposes of this subsection, the aggregate liability
of one borrower to a credit wunion includes the total
direct, indirect, and contingent liabilities of the
borrower, and the liabilities of separate borrowers for
which the repayment of separate loans or extensions of
credit is substantially from the same source. The
aggregate 1liability of any one borrower to the credit
union does not include any loan or portion of a loan
guaranteed by the government, to the extent of the
guarantee, nor any loan secured by shares in the credit
union, to the extent of the security.

In all cases a credit union shall be allowed to loan up to
and including two hundred dollars to any individual
regardless of the amount of total assets in said credit
union. Provided, that the foregoing provisions shall not
apply to the North Dakota central credit union.

To supervise and control investments other than loans to
members.

To establish a schedule of fines for delinquency in the
payment of principal or interest, which the board shall
impose at its discretion.

The board may appoint membership officers authorized to
approve applications for membership under such conditions
as the board may prescribe; except that such membership
officers so authorized shall submit to the board at each
monthly meeting a list of approved or pending applications
for membership received since the previous monthly
meeting, together with such other related information as
the bylaws or the board may require.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 116

HOUSE BILL NO. 1422
(Representatives Oban, Larson)
(Senator Heinrich)

CREDIT UNION LOANS

AN ACT to amend and reenact section 6-06-14 of the North Dakota
Century Code, relating to loans by credit unions.

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

SECTION 1. AMENDMENT. Section 6-06-14 of the 1985
Supplement to the North Dakocta 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,
except the foregoing provisions regarding monthly meetings shall not
apply to the North Dakota central credit wunion. 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 iean aggregate loans that
may be made to a member or a group of members relying on a single
income source without adequate security shall be two thousand five
hundred dollars or one percent of the credit union's total share and
deposit accounts, whichever 1is the higher, but not to exceed %¥en
twenty-five 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 and delegate to one or
more loan officers; and detegate €o him or them the power to approve
loans up to the 1limit 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 the loan officer
within seven days of the date of the filing of the application
therefor. All loans not approved by a loan officer shall be acted
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upon by the credit committee. No individual shall have authority to
disburse funds of the credit union for any 1locan which has been
approved by him that individual in kis that individual's 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.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 117

HOUSE BiILL NO. 1409
(Opedahl, Gates)

BORROWING FROM CREDIT UNIONS

AN ACT to amend and reenact section 6-06-20 of the North Dakota
Century Code, relating to borrowings by officers, directors,
and committee members of credit unions.

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

SECTION 1. AMENDMENT. Section 6-06-20 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-06-20. Borrowings of effieers directors and committee members
limited - Repayment of loans. No director; effieer; or member of any
committee may borrow from the credit union in which he the director
or member holds office more than two thousand five hundred dollars
plus pledged shares and deposits less any loan balance therein,
unless his the application is approved by three-fourths of the other
members of the board of directors. He The director or member may
net guarantee or endorse paper for other borrowers. A borrower may
repay his the borrower's loan in whole or in part on any day that
the office of the credit union is open for business.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 118

HOUSE BILL NO. 1404
(Gates, Opedahl)

CREDIT UNION ENDORSEMENTS

AN ACT to create and enact a new section to chapter 6-06 of the
North Dakota Century Code, relating to the authority of credit
unions to provide missing endorsements.

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

SECTION 1. A new section to chapter 6-06 of the North Dakota
Century Code is hereby created and enacted to read as follows:

Depository credit union - Endorsements. A depository credit union
that has taken a check or draft for <collection may supply any
endorsement of the member which is necessary to title unless the
item contains the words "payee's endorsement required" or words to
that effect. In the absence of such a reguirement, a statement
placed on the item by the depository credit union to the effect that
the item was deposited by a member or credited to that member's
account is effective as the member's endorsement. An intermediary
credit union, or payor <credit wunion, which is not a depository
credit union, is neither given notice nor otherwise affected by a
restrictive endorsement of any person except the credit union's
immediate transferor.

Approved March 12, 1987
Filed March le6, 1987
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CHAPTER 119

HOUSE BILL NO. 1185
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

INSOLVENT BANKS

AN ACT to create and enact section 6-07-04.1 of the North Dakota
Century Code, relating to orders to show cause on insolvency,
exceptions for emergencies, and recourse for aggrieved banks;
and to amend and reenact sections 6-07-15 and 6-07-33 of the
North Dakota Century Code, relating to district courts'
supervision over administrative receiverships and
confidentiality of proceedings.

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

SECTION 1. Section 6-07-04.1 of the North Dakota Century Code
is hereby created and enacted to read as follows:

6-07~04.1. Insolvent bank - Order to show cause hearing -
Exception. Upon a determination by the commissioner that any bank
is insolvent, the commissioner may order the bank to inject capital
in an amount determined by the commissioner to be sufficient to
permit the bank to operate in a safe and sound condition or show
cause why it should not be declared insolvent by the state banking
board. The commissioner's order shall include the basis for his
determination, with reasonable specificity, and identify and attach
the pages or portions of the examination report or other documents
supporting his determination. The order to show cause hearing shall
be heard by the state banking board. The minimum notice for the
hearing shall be three business days. In the commissioner's order
to inject capital or show cause why it should not be declared
insolvent by the state banking board, the commissioner shall
indicate whether a  purchase and assumption transaction is
contemplated if the banking board declares the bank insolvent. If
the state banking board determines that the bank is insolvent, the
board shall appoint a receiver. The receiver shall exercise its
powers as set forth in this chapter.

The hearing provided for in this section is not required when
the bank is in violation of an existing final capital order and the
state banking board has determined that an emergency exists which
may result in serious losses to the depositors. In such a case, the
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state banking board may declare the bank insolvent without a hearing
and appoint a receiver. The receiver shall exercise all powers as
set forth in this chapter.

Recourse may be taken from actions taken under this section
only in accordance with the provisions of section 6-07-14.

SECTION 2. AMENDMENT. Section 6-07-15 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-07-15. Powers of receiver. Upon taking charge of the assets
and business of any bank, the receiver appointed by the state
banking board, after having qualified in the manner hereinbefore
provided, is authorized to collect all moneys due to such bank, and
to do such other acts as are necessary to conserve its business and
assets, and he shall proceed to liquidate the affairs thereof. He
shall have general and inclusive power and authority, except as
otherwise limited by the provisions of this chapter, to do any and
all acts and to take any and all steps necessary, or in his
discretion desirable, for the protection of the property and assets
of such bank and the speedy and economical ligquidation of the assets
and affairs thereof, and the payment of its creditors, or for the
reopening and resumption of business by said bank, where that is
practicable or desirable. He may institute in his own name, as
receiver, or in the name of the insoclvent bank, such suits, actions,
and other legal proceedings as he deems expedient for such purposes
and for the enforcement of stockholders' liability. He may sell,
compromise, or compound any bad or doubtful debt or claim and sell
and dispose of any or all of the assets of the bank upon receiving
an order so to do from the district court having Jjurisdiction of
such matters eas hereinafter preovided. Such sale may be made to
stockholders, officers, directors, or others interested in the
insolvent bank on consent of the court. ZThe bank shat: be netified
of any appiieation er petition under this seetien; by the raeeeivery
by €he aserviee of a netizee upen am efficer or director thereof;
whieh shaii be served iR 1ike mARRe¥ as A SHMMORS IA A €ivii aetienry
and the hearing en the appiication er petitien may be had at any
time after said bank has had five daysl netice of the petitien eor
epplication=

SECTION 3. AMENDMENT. Section 6-07-33 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-07-33. Besignatien ef distriet District judge for administrative
bank receiverships --Eeuxt in whieh papers £iied. The supreme eeurts
in *he exereise of its supervisery jurisdietiony shail designate
gseme district judge e court of the district in which the bank is
located shall have jurisdiction in connection with administrative
receiverships of insolvent banks, and the judge se designated shall
give precedence to such matters. Wherever in this chapter reference
is made to the district court having jurisdiction over the matters
and proceedings set forth in this chapter, £he such district 3Fudge
se designated by &the supreme court shall be the court referred tos
and the distxriet eeurt o£f Ehe eounty in whieh sueh desigrated
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distriet judge has his ehambers shaiil be the preper eeurt im whieh
te fiie any and aii papers reguired te be fiied by the previsiens ef
this ehapter. Prior to the filing of an application for relief or
for supervisory proceedings under chapter 6-07, a party to the
proceedings before the banking board may request that the district
judge order the confidentiality of the proceedings in the district
court. The request must be by affidavit and is confidential. Upon
showing that undue injury may otherwise result to any party, or as
determined necessary to preserve the status quo, the judge may order
the confidentiality of the court's proceedings until after a
purchase and assumption has been completed or until 1liquidation is
commenced.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 120

SENATE BILL NO. 2135
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and
Financial Institutions)

FAILING BANK ACQUISITION

AN ACT to create and enact section 6-07-04.2 of the North Dakota
Century Code, relating to emergency action of the acquisition
of a failing institution; and to amend and reenact sections
6-01-17 and 6-02-05 of the North Dakota Century Code, relating
to the yearly assessment of banks and application for an
organization certificate.

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

SECTION 1. Section 6-07-04.2 of the North Dakota Century Code
is hereby created and enacted to read as follows:

6-07-04.2. Acquisition of an institution. The receiver of an
insolvent institution or the state banking board, when it has
acquired possession of the institution for the purpose of
acquisition pursuant to section 6-07-10, may permit the acquisition
of the financial institution. In considering potential acquisition,
the receiver of an insolvent institution or the board, when acting
under the provisions of this section, shall entertain bids from
potential purchasers in the following manner:

1. First consideration must be given to bids to purchase any
or all of the total assets and liabilities made by any of
the following, which intend to operate the acguired
institution as_a bank:

a. An individual or individuals desiring to acquire
control of the institution.

b. A new bank organized under chapter 6-02.

c. A bank holding company the home state of which is
North Dakota.

2. Second consideration must be given to banks acguiring any
or all of the total assets and liabilities of the
institution to operate it as a paying and receiving
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station, in which case the bids must be considered in the
following order:

a. Banks qualifying to acquire the institution under
section 6-03-14.

b. North Dakota banks within a seventy-five mile radius
of the insolvent or failing institution.

c. Banks within the state of North Dakota.

The receiver of an insolvent institution or board when acting
under the provisions of this section, may accept a bid of a lower
order bidder under subsection 1 or 2, provided the bid is otherwise
acceptable and is for an amount at least ten percent greater than a
bid of a higher order. The receiver of an insolvent institution or
board when acting under the provisions of this section, may reject
any and all bids.

The procedure for acquisition to operate as a bank or a paying
and receiving station may be modified by the state banking board to
the extent the board deems necessary under the circumstances. No
notice of application need be given and no public hearing need be
held. Notwithstanding section 6-03-18, a paying and receiving
station established by acquisition under this section shall not be
required to discontinue operation by commencement of business by a
banking institution at the same place.

* SECTION 2. AMENDMENT. Section 6-01-17 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-01-17. Yearly assessment of banks. Every state banking
association and banking institution placed wunder the jurisdiction
and control of the commissioner and the commissioner's deputy
examiners by the provisions of this title shall pay into the state
treasury the following yearly assessment: one and one-guarter
hundredths of one percent of gross amount of the assets of said
corporation or association on June thirtieth of each year, exclusive
of expenses, interest, and taxes paid, and inclusive of any
valuation allowance or allowances deducted by a state banking
association from any asset account. Such fee shall not be less than
seven hundred fifty dollars and not more than seven thousand five
hundred dollars. Assessment fees shall not be computed on the
combined assets of the bank and its trust department for those banks
exercising trust powers. The minimum and maximum shall apply to the
assets of the bank separate from the assets of the trust department,
and fees for examination of the trust department shall be computed
in accordance with section 6-05-28. The assessment shall be paid to
the state treasurer within thirty days of each June thirtieths
exeept Ehat institutions whese examination has begun within £he sin
menths immediately prier o dJuiy 1; 19837 shaii net have ke pay the
£irst yeariy assessment. Institutions that have not been examined
by the commissioner or the state banking board for three years prior

* NOTE: Section 6-01-17 was also amended by section 4 of
House Bill No. 1010, chapter 10.
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to any assessment date shall not be required to pay the assessment.
The state treasurer shall report such payments of fees to the state
banking board, and if any such corporation or institution shall be
delinguent more than twenty days in making such payment, the board
may make an order suspending the functions of such delinguent
corporation or institution until payment of the amount due, plus a
penalty of five dollars a day additional for the delay.

SECTION 3. AMENDMENT. Section 6-02-05 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-02-05. Acknowledgment of organization certificate - Application for
certificate of authority - Notice of hearing. The organization certificate
shall be acknowledged before the clerk of some court of record or a
notary public, and, together with the acknowledgment thereof, shall
be authenticated by the seal of such court or notary. The same
thereupon shall be transmitted to the state banking board with a
request for permission to present the same to the secretary of
state, with application to him for the issuance of a certificate of
authority. Upon receiving such organization certificate, the board
shall cause notice of the application therefor to be published in
the official newspaper of the county within which such association
is proposed to be established. Such notice shall contain a
statement of a time when and place where the board will hear such
application and shall specify that any person objecting thereto may
appear and show cause why such application should not be approved.
Upon the consolidation of banks, acquisition pursuant to section
6-07-04.2 or the conversion of a national bank to a state bank,
notice of such hearing need not be given.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 121

HOUSE BILL NO. 1122
(Committee on Industry, Business and Labor)
(At the request of the Department of Banking and)
Financial Institutions)

STATE BANKING BOARD BANK POSSESSION

AN ACT to amend and reenact sections 6-07-10 and 6-07-11 of the
North Dakota Century Code, relating to acquisition of a bank
which voluntarily places itself in possession of the state
banking board, and appointment of a receiver for a bank that
voluntarily places itself in the possession of the state
banking board.

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

SECTION 1. Section 6~07-10 of the North Dakota Century Code
is hereby amended and reenacted to read as follows:

6-07-10. Bank may be placed in possession of board - Notice -
Appointment of receiver. Any bank, by a majority vote of its board of
directors, may place its assets and affairs in the possession of the
state banking board by notifying the state examiner that it is
ceasing business and the reason therefor, and by placing a notice on
the front door of its place of business as follows: "This bank 1is
in the hands of the state banking board". Immediately on receipt of
such notice, the state banking board shall take possession and
assume control of all of the property and assets of such bank until
a receiver is appointed. No business shall be transacted by such
bank after the notification and posting of the notice described in
this section. If the bank places its assets and affairs in the
possession of the state banking board for the purpose of acquisition
pursuant to section 6-07-04.2, the bank shall place a majority of
its capital stock in the possession of the state banking board. In
such case, the bank may not cease doing business nor shall the bank
post the public notice.

SECTION 2. AMENDMENT. Section 6-07-11 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-07-11. Appointment of administrative receiver. Whenever the state
banking board shall become satisfied of the insolvency of a
corporation, or association organized under the provisions of this
title, after due examination of its affairs, %€ or if the bank has
been voluntarily placed in the possession of the state banking board
for the purpose of liquidation pursuant to section 6-07-10, the
state banking board may appolnt a receiver who shall proceed to
close up such corporation or association, and who, during the period
he is acting as such, shall have all of the powers and be subject to
all of the restrictions prescribed in this chapter.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 122

HOUSE BILL NO. 1577
(Lindgren, Moore)

LAW ENFORCEMENT ACCESS TO FINANCIAL
INFORMATION

AN ACT to amend and reenact sections 6-08.1-02, 6-08.1-05, and
6-08.1-07 of the North Dakota Century Code, relating to law
enforcement access to customer information retained by a
financial institution.

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

SECTION 1. AMENDMENT. Section 6-08.1-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-08.1-02. Exemptions. This chapter does not apply to any of
the following:

1. The preparation, examination, handling, or maintenance of
any customer information by any officer, employee, or
agent of a financial institution having custody of such
information or the examination of such information by an
accountant engaged by the financial institution to perform
an audit.

2. The examination of any customer information by, or the
furnishing of customer information to, any officer,
employee, or agent of a financial institution regulatory
agency solely for use in the exercise of his duties.

3. The publication of data derived from customer information
where the data cannot be identified to any particular
customer or account.

4. Any acts required of the financial institution by the
Internal Revenue Code.

5. Disclosures permitted under the uniform commercial code
concerning the dishonor of any negotiable instrument.
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The exchange in the regular course of business of customer
credit information between a financial institution and
other financial institutions or commercial entities,
directly, or through a customer reporting agency.

The release by the industrial commission, in its capacity
as the managing body of the Bank of ©North Dakota, of
either of the following:

a. The name of any person who, either directly or
indirectly, has obtained financing through the Bank of
North Dakota.

b. The amount of any financing obtained either directly
or indirectly through the Bank of North Dakota.

An examination, handling, or maintenance of any customer
information by any governmental agency or law enforcement
agency for purposes of verifying information necessary in
the licensing process, provided prior consent is obtained
from the licensee and customer.

Disclosure of customer information to a law enforcement

agency or governmental agency pursuant to a search warrant
or subpoena duces tecum issued in accordance with
applicable statutes or the North Dakota Rules of Criminal
Procedure.

SECTION 2. AMENDMENT. Section 6-08.1-05 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-08.1-05. Government access.

1.

A governmental agency or law enforcement agency may obtain
customer information from a financial institution pursuant
to either of the following:

a. The consent of the customer, in accordance with this
chapter.

b. Valid legal process, in accordance with this section.

A governmental agency or law enforcement agency may obtain
customer information from a financial institution pursuant
to a judicial or administrative subpoena duces tecum
served on the financial institution, 1if a1t ef <£he
following are met s

a= There there 1is reason to believe that the customer
information sought 1is relevant to a proper law
enforcement objective or 1is otherwise authorized by
law.
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b A eepy of the subpeena has been pergenatiy served en
the eustemer; er his legal representativer; er has been
maiied te the eustemer eor his iegal represenktative at
his tast-knewn address en er befere the date eof <¢he
subpeena; tegether with a netiee that deseribes the
nature eof the inguirys the speeifie eustemer
infermation seughts and a deseriptien eof the
eustemerls right te ehallenge the subpeena pursuant e
€his ehapter-

e= Tern days have passed £rem the date ef persenal sexviee
ef the subpeena en the ecustemer eo¥ his tegal
representative,; eor fourteen days have passed frem the
date the subpeena was maiied €e the eustemer eoe¥ his
iegal representativers and the eustemer has nek
exHereised his right te ehalienge the subpeena pursuant
e this seetien=

A governmental agency or law enforcement agency may obtain
customer information from a financial institution pursuant
to a search warrant 1if it obtains the search warrant
pursuant to the rules of criminal procedure of this state.
Examination of the customer information may occur as soon
as it is reasonably practicable after the warrant 1is
served on the financial institution. The law enfereement
agerney or governmental ageney must ma:x:i a eopy o£f the
warrant and a netiege speeifying <€the nature of the
information ebtained teo €he eustemer eo¥ his tegal
representative within thirty days ef &he €ime £he
£inaneinl institution eompiies with the seareh warrant- A
eounrt of ecempetent Jurisdietien may delay the nretiee
requirement as previded feor in this seetiens In ne event
may nReotificat:en be delayed £fer mere than enre year
£ottovwing the seizure pursuant to the seareh warranés

a= Within ten days of persenalt serviee of the judieial ey
admintstrative subpeerna upen the bank and the eustemer
er his legal representativer; or feurteen days frem the
date ef the subpeena +f the subpeena is maited e £he
eustemer or his lega:t representativer the eustemer may
£ite a motion e quash the subpeena; with eopies eof
the metien e quash served en the governmentai ageney
er law enfereement ageney and en &he finaneial
institutient If the subpeena issues £rem a ceurk; €he
motien shenid be £iled in that eourt- I£f the subpeena
igsues £rem a goevernmental ageney or law enfoereement
ageneys the metien shati be fiited 3in a eoeurt of
eompetent Jurisdietien- FThe £inaneial institution
shatl net diselese the informatien unrt:} the metien
khas been heard and deeided-

b= The metien shall be accompanied by an affidavit

stating beth of the fellewing-
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b=

¢y The eappiieant s the ecustemer abeut whem the
eustemer infermatien pertainss

¢23 The eappiiecantls reasens feor believing that the
materiat seught is8 Ret reievant €o a legitimate
taw enfercement ebjeetive eo¥ is net etherwise
antheorized by 2av-

Buring the peried fer £iling the metien te quash;y; and
eentinuing unti: £the £finai ruiting er the metien; upen
the eustemeris wreguest; ¢he finaneial institutien
shait: supply the eustemer with a eopy of the eustemer
infermation seught-

FThe 3Judge er magistrate shaii grant the metien £
etther of the follewing is metr

¢33 The infermation seught is net relevant €eo a
tegitimate iaw enfereement ebjeective eo¥ isg nek
etherwise autherised by taw-

¢23 TFhere has net been substantiai cempliianee with
the previsiens eof this ehapter-

Upern petitien of the geovernmental ageney or iaw
enforeement ageney; the custemer netiece reguiremenss
of this ehapter may be delayed by a eceurt of eempetent
juriadietion £ aii ef the feiiowing are metr

¢33y Fhe investigation eendueted 8 within the
antherity eof the gevernmental ageney er ilaw
enfereement ageney-

¢23 The diselesure seught s pursuant £te a preper ilaw
enfereement ebjeetive or 25 etherwise autheriszed
by law=

¢33 The provisien ef netiee to the eustemer weouid
serieusty impede the investigatery preeess

Netiee may be deilayed under this subseetien fer ne
mere than thirty days- Upen appiiecatien of £he
gevernmentat ageney or law enfereement ageney; netiee
may be delayed feor twe additienal thirty-day perieds-

When the ecourt grants the petitien te delay nektieces a
eepy ©f the eeurt order shatt be attached € the
summens eo¥ subpeena and served en £he finaneial
institution~

* SECTION 3. AMENDMENT. Section 6-08.1-07 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

* NOTE:

Section 6-08.1-07 was also amended by section 1 of
Senate Bill No. 2106, chapter 123.
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6-08.1-07. Cost reimbursement. Any governmental agency, law
enforcement agency or person requiring or requesting access to
customer information shall pay to the financial institution that
assembles or provides the customer information a fee for
reimbursement of reasonably necessary costs which have been directly
incurred by the financial institution. A financial institution must
deliver the customer information sought as soon as reasonably
possible notwithstanding any dispute concerning the amount of
reimbursement due under this section. A separate action may be
maintained by the financial institution against the governmental
agency, law enforcement agency, or person requesting access for
recovery of reasonable reimbursement.

Approved April 1, 1987
Filed April 2, 1987
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CHAPTER 123

SENATE BILL NO. 2106
(Committee on Appropriations)
(At the request of the State Auditor)

AUDIT INFORMATION FEES

AN ACT to amend and reenact section 6-08.1-07 of the North Dakota
Century Code, relating to the fee <charged by financial
institutions for preparing customer information for the state
auditor.

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

* SECTION 1. AMENDMENT. Section 6-08.1-07 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-08.1-07. Cost reimbursement. Any governmental agency, law
enforcement agency or person reguiring or requesting access to
customer information shall pay to the financial institution that
assembles or provides the customer information a fee for
reimbursement of reasonably necessary costs which have been directly
incurred by the financial institution. The financial institution
may hnot charge the state auditor for customer information reguested
when performing an audit; however, the financial institution may
charge the entity being audited by the state auditor for the
information requested.

Approved March 12, 1987
Filed March 16, 1987

* NOTE: Section 6-08.1-07 was also amended by section 3 of
House Bill No. 1577, chapter 122.
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CHAPTER 124

SENATE BILL NO. 2480
(Senators Adams, Tallackson)
(Representatives Dalrymple, Shide)

SALE OF CERTAIN BANKS

AN ACT to provide for the sale of banks and bank holding companies
owned by charitable trusts; and to provide an expiration date.

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

SECTION 1. LEGISLATIVE INTENT. It is the intent of the
legislative assembly to act pursuant to the Bank Holding Company Act
of 1956, as amended [ch. 240; 70 Stat. 134; 12 U.S.C. 1842(d)], to
limit the authority granted by this Act to charitable trusts that
owned one hundred percent of a bank holding company on May 26, 1969,
to sell, assign, merge, or transfer the stock or assets of any bank
or bank holding company owned directly or indirectly by such
charitable trust to any state or national bank or bank holding
company without regard to whether the entity acquiring the stock or
assets is located outside this state to enable the divestiture of
such ownership by a charitable trust as required by the provisions
of section 4943 of the Internal Revenue Code.

SECTION 2. Sale of banking institutions owned by charitable trusts.
Except as prohibited by North Dakota Century Code section 6-02-02.1,
a charitable trust that owned one hundred percent of a bank holding
company on May 26, 1969, may sell, assign, merge, or transfer the
stock or assets of any bank or bank holding company owned directly
or indirectly by the charitable trust, pursuant to the procedures
set forth in North Dakota Century Code section 6-08-08.1, to a bank
holding company, bank, or any other entity located in any state
pursuant to applicable banking laws.

SECTION 3. Presentment of plan of acquiring entity to the state
department of banking and financial institutions. Prior to any acquisition
under this Act, the acquiring entity must present a plan to the
state department of banking and financial institutions. The plan
must provide that the acquiring entity commits itself to the
condition that it capitalize each bank to be acquired in this state
according to the applicable banking 1laws of this state and the
reguirements of the federal deposit insurance corporation or any
applicable federal banking laws.
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SECTION 4. Offer to purchase minority stock required. Any bank
holding company owned by a charitable trust that sells, assigns,
merges, or transfers the stock of any bank or bank holding company
pursuant to this Act shall communicate to and offer to purchase the
stock of any minority stockholder of the bank or bank holding
company. The offer must be made to minority stockholders at least
sixty days before the date of the sale and must extend thirty days
after the sale of the bank or bank holding company. The offer must
remain open for at least ninety days or for the same period as that
which is offered to minority stockholders of the company's banks
located in other states, whichever period is greater. The offer to
purchase minority stock in banks in this state must be based on at
least the same criteria, standards, and formula as may be used by
the bank holding company in computing an offer to purchase the
minority stock of its banks in other states. The resulting offer to
purchase must be on the same or better terms as any previous offer
made by the bank holding company except for those previous offers
made by reason of repurchase options between the bank holding
company and the stockholder. Such repurchase options may not be
used as a basis for determining the offer to purchase other minority
stock.

SECTION 5. Grants requirement - Commitment - Reports to attorney
general. Any charitable trust that divests itself of any interest
pursuant to this Act shall file a commitment with the attorney
general prior to any divestiture that the charitable trust will,
subject to the provisions of the trust instrument pursuant to which
the trust was created, continue to make grants under the provisions
of the trust to recipients within this state. The charitable trust
must report annually to the attorney general describing the grants
made by the charitable trust to all recipients in the previous year.
Upon the basis of such information, or other information that may be
brought to the attorney general's attention, the attorney general
may initiate further investigation and ensure compliance with the
requirements of this section.

SECTION 6. Designation of agent for service of process. Any
charitable trust that divests itself of any interest pursuant to
this Act shall designate the secretary of state as its agent for
service of process in this state.

SECTION 7. Limitations.

1. The authority granted by this Act does not authorize the
acquiring entity to resell, reassign, merge, or transfer
stock or assets of any state or national bank or bank
holding company acquired under this Act except as
permitted under the laws of this state.

2. This Act does not 1limit or restrict the rights of a
charitable trust to sell, assign, merge, or transfer the
stock or assets of any state or national bank or bank
holding company owned directly or indirectly by the
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charitable trust under the provisions of any existing or
hereafter adopted state or federal law or regulation.

3. This Act does not permit the sale, assignment, merger, or
transfer by a charitable trust that directly or indirectly
owns banks in Minnesota as well as in North Dakota of the
stock or assets of any state or national bank or bank
holding company located in this state if the sale,
assignment, merger, or transfer by the charitable trust
would be prohibited under the laws of Minnesota.

SECTION 8. Provisions not severable. Notwithstanding North
Dakota Century Code section 1-02-20, if any provision of this Act is
determined by any court of competent or final jurisdiction to be
invalid or unconstitutional, this entire Act is void.

SECTION 9. EXPIRATION DATE. Section 2 of this Act is
effective through June 30, 2004, and after that date is ineffective.

Approved April 21, 1987
Filed April 22, 1987
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CHAPTER 125

SENATE BILL NO. 2516
(Senators Waldera, Wogsland, Ingstad)
(Representatives Haugen, Moore)

BUSINESS LOANS

AN ACT to amend and reenact section 6-09-15.4 of the North Dakota
Century Code, relating to loans to small business concerns and
to nonprofit corporations for lending to rural businesses.

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

SECTION 1. AMENDMENT. Section 6-09-15.4 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09-15.4. Banrk teans te beginning businessmen - Reguiremen€s-

FThe Bank of Nerth Daketa may partieipate in the making ef leans te
beginning businessmen with ether f£inaneiat institutiens whe are
autherized £o make sueh ileans- As used iB this seetien; Ibeginning
businessmarn! means any persen whe is a resident ef this states
reeeives mere than ene-hatf his anpuat ineome from a
revenue-produeing enterprises intends te use ARy revenue-predueing
enterprise that he wishes &e purehase er rent fer business purpesess
and has had adequate £€raining; by experienee er edueation; in the
type of revenue-predueing enterprise whieh he wishes %e begin-
Participations in loans to small business concerns - Direct loans to
nonprofit corporations.

1. The North Dakota industrial commission shall establish a
program through the Bank of North Dakota for the purpose
of participating in loans made by North Dakota financial
institutions to nonfarming small business concerns. The
total amount of a lcan may not exceed two hundred fifty
thousand dollars and the Bank's participation interest may
not exceed ninety percent of the total amount of the loan.
The interest rate on the amount of the Bank's
participation interest in a loan must not be greater than
the Bank's base rate as in effect from time to time, and

may float.

2. The Bank, under Public Law No. 99-198 [99 Stat. 1534, 7
U.S.C. 1932 et seqg.], may make direct loans to nonprofit
corporations for the purpose of relending loan funds to
rural businesses to improve business, industry, and
employment opportunities in rural areas.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 126

SENATE BILL NO. 2129
(Committee on Industry, Business and Labor)
(At the request of the Economic Development Commission)

BANK OF NORTH DAKOTA INVESTMENT

AN ACT to «create and enact a new section to chapter 6-09 of the
North Dakota Century Code, relating to the Bank of North
Dakota investment in a public venture capital corporation.

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:

Bank may invest in a public venture capital corporation. The Bank of
North Dakota may invest in a public venture capital corporation.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 127

HOUSE BILL NO. 1302
(Representative Ulmer)
(Senator Mushik)

PARKS AND RECREATION FACILITIES LOANS

AN ACT to allow the Bank of North Dakota to make loans to nonprofit
corporations for construction, reconstruction, repair, or
renovation of facilities under the control of the parks and
recreation department.

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

SECTION 1. Bank of North Dakota may make loans for improvement of
facilities under the control of the parks and recreation department. The Bank
of North Dakota may make loans to nonprofit organizations which are
exempt from federal taxation under section 501(c)(3) of the Internal

Revenue Code [26 U.S.C. 501(c)(3)]. Proceeds of loans under this
section must be wused for construction, reconstruction, repair,
renovation, maintenance, and associated costs on property under the

control of the state parks and recreation department. A loan under
this section may be made in an amount not exceeding two hundred
thousand dollars to any eligible organization.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 128

SENATE BILL NO. 2119
(Committee on State and Federal Government)
(At the request of the Bank of North Dakota)

BANK OF NORTH DAKOTA INSTRUMENTS

AN ACT to amend and reenact section 6-09-26.1 of the North Dakota
Century Code, relating to the execution of instruments on
behalf of the Bank of North Dakota.

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

SECTION 1. AMENDMENT. Section 6-09-26.1 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09-26.1. Execution of instruments. In the absence of any
provision regulating the execution and acknowledgment of
conveyances, transfers, assignments, releases, satisfactions, or

other instruments affecting liens on, title to, or interests in real
estate, the president; eashier; viee presidents; and attorney may
execute and acknowledge such instruments on behalf of the Bank of
North Dakota. Other officers of the Bank of North Dakota when
authorized so to do by resolution of the industrial commission may
execute and acknowledge such instruments on behalf of the Bank of
North Dakota.

Approved March 27, 1987
Filed March 30, 1987
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CHAPTER 129

SENATE BILL NO. 2154
(Committee on Political Subdivisions)
(At the request of the Bank of North Dakota)

MUNICIPAL BOND BANK

AN ACT to amend and reenact section 6-09.4-04 of the North Dakota
Century Code, relating to the North Dakota municipal bond
bank.

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

SECTION 1. AMENDMENT. Section 6-09.4-04 of the North Dakota
Century Code is hereby amended and reenacted to read as follows:

6-09.4-04. Creation of bond bank. A bond bank is hereby
established within the Banrk ef Nerth Baketa; under the operation,
management, and control of the industrial commission to be known as
the "North Dakota municipal bond bank". The bond bank is
constituted as an instrumentality of the state exercising public and
governmental functions, and the exercise by the bond bank of the
powers conferred by this chapter shall be deemed and held to be an
essential governmental function of the state.

Approved March 20, 1987
Filed March 23, 1987
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CHAPTER 130

SENATE BILL NO. 2161
(Committee on Agriculture)
(At the request of the Governor)

OPERATING LOAN PROGRAM

AN ACT to amend and reenact sections 6-09.9-02 and 6-09.9-04 of the
North Dakota Century Code, relating to an operating loan
program for farmers and agribusinesses.

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

SECTION 1. AMENDMENT . Section 6-09.9-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.9-02. Definitions. In this chapter, unless the context or
subject matter otherwise requires:

1. "Agribusiness" means a locally owned business operation,
located within this state, which is primarily engaged in
providing services, materials, or egquipment for the
production, processing, or transportation of agriculture
products.

2. "Farmer" means a resident of this state who owns or
operates an existing farm or ranch operation, and has a
debt-to~asset ratio of fifty percent or greater er has
suffered seme form of unaveidabie natural er £irnanezal
hardship in at least ene of the past feur years. The
industrial commission may adopt additional eligibility
criteria in determining who is a farmer eligible for loans
under this chapter.

3. "Operating loan" means a loan or extension of credit with
a term of one year or less made by a nongovernmental
financial institution to a farmer or agribusiness for the
operation of an existing farm or ranch operation or
agribusiness. An operating loan includes a farmer's home
administration or small business administration
subordinated operating loan and guaranteed operating loan,
and may be further defined by rule of the industrial
commission.
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SECTION 2. AMENDMENT. Section 6+~09.9-04 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.9-04. Participation loans by private financial institutions.

1.

FThe pertien eof the eoperating leam retained by a
nengevernmentat £finameial insEitutien may net beax
interest at an effeetive rate mere than ene and ene-haif
pereentage peints per anrum iess than €he 3interest rate
computed and published menthiy by the state eommissiener
of pbanking and finaneial institutions pursuant te seefien
47-34-69= FThe initial interest rate musE be set er the
date eof ¢he iean ecommitment anrd musE be adjusted
gquartertyr based upen €he last pubiished interest rate
computed by the eemmissiener= The industrial commission
may adopt rules relating to the maximum rate of interest
charged on the portion of the operating loan retained by a
participating financial institution.

All participation interests purchased are subject to the
review and approval of the Bank.

The full amount of a loan qualifying for participation
must be evidenced by one master note drawn by the
financial 1institution to reflect both interest rates and
to provide a schedule of payments to the financial
institution and the Bank of North Dakota based upon pro
rata shares of the loan participation.

Approved March 12, 1987
Filed March 16, 1987
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CHAPTER 131

SENATE BILL NO. 2159
(Committee on Agriculture)
(At the request of the Governor and the
Commissioner of Agriculture)

CREDIT REVIEW BOARD

AN ACT to create and enact a new section to chapter 6-09.10 of the
North Dakota Century Code, relating to liability of the credit
review board; to amend and reenact sections 6-09.10-02,
6~09.10-03, and 6-09.10-04 of the North Dakota Century Code,
relating to the credit review board; and to repeal sections
4-01-19.2 and 4-01-19.3 of the North Dakota Century Code,
relating to the farm credit counseling program.

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

SECTION 1. AMENDMENT. Section 6-09.10-02 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.10-02. Credit review board. The governor shall appoint three
members one member of the credit review board, the commissioner of
agriculture shall appoint one member of the credit review board, and
the attorney general shall appoint one member of the c¢credit review
board. One member of the board must have experience serving as a
director or officer of a financial institution. Two members of the
board must have experience in the operation of a farm. No member of
the board may hold state office or serve in state office or serve in
state government in any capacity at any time of appointment or
during service on the board. The egeverrner credit review board
members shall appeint members €e serve terms of £eur two years. TFhe
governexr shaltl appeint ene member te serve as ehairman of the beard-

SECTION 2. AMENDMENT. Section 6-09.10-03 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.10-03. Powers - Compensation and expenses - Fees. The board
shall meet at the call of the chairman, as is necessary to fulfill
its duties wunder this chapter. The Ppeard shatl serve as a

negotiater between a farmer whe is in danger of immedinte
foereeloesure eor whe has reeeived a netiee eof foreelesure en a farm
and has petitiened the beard; and any 2lender whe heoids a vaiid
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mertgage upern the preperty- The beard may hire staff. subjeet ke
apprepriatiens; %o serve Aas negotiaters feor the beard- The
department of agriculture shall administer the farm credit
counseling program. The commissioner of agriculture shall establish
a farm credit counseling program to disseminate information to
farmers concerning farm credit problems, and provide advice and
counseling regarding farm credit problems. The commissioner shall
appoint an administrator of the farm credit counseling program to

administer the program. The commissioner shall hire staff and
negotiators and may mediate between a farmer who has requested
assistance and the farmer's creditors. The board may charge a

reasonable fee for any assistance provided to a farmer, such funds
to be used to continue the program until June 30, 1989. The board
shall adopt policies governing the negotiators and staff hired under
this section. Board members are entitled to receive fifty dollars
for each day of official service, as directed by the board. The
board members are entitled to expenses as provided in sections
44-08-04 and 54-06-09. The expenses provided under this section may
be paid from any funds available in the home-quarter purchase fund.

SECTION 3. AMENDMENT. Section 6-09.10-04 of the 1985
Supplement to the North Dakota Century Code is hereby amended and
reenacted to read as follows:

6-09.10-04. Petitien Request for assistance - Negotiation.

1. Any farmer may petitien the board for aid after receipt of
a netice of feoreeclesure; or £ the farmer i3 in danger eof
immediate foreecltosure request the assistance of a
negotiator. Upon receipt of the petitien reguest, the
beard er its autherized agent shaii: negotiator may enter
into negotiations with the lender, on behalf of the
farmer.

2. The beard er its autherized agent negotiator shall
negotiate with the lender in an attempt to extend the term
of the loan, reduce the dollar amount of payments under
the loan, or otherwise negotiate a settlement that will
allow the farmer to reside in the farm residence and allow
the farmer to continue to produce agricultural
commodities. Any change in the terms of the mortgage must
be approved by the lender and the farmer.

SECTION 4. A new section to chapter 6-09.10 of the North
Dakota Century Code 1is hereby created and enacted to read as
follows:

Liability. The board, staff, and negotiators are not subject
to any liability arising from actions undertaken on behalf of a
farmer in attempting to reach a settlement with a lender.

SECTION 5. REPEAL. Sections 4-01-19.2 and 4-01-19.3 of the

1985 Supplement to the North Dakota Century Code are hereby
repealed.

Approved March 27, 1987
Filed March 30, 1987



308 CHAPTER 132 BANKS AND BANKING

CHAPTER 132

SENATE BILL NO. 2477
{Senators Kelsh, Keller, Richard)
(Representatives O'Connell, Brokaw, Shockman)

DISTRESSED FARMER AND BUSINESS ASSISTANCE

AN ACT to create and enact six new sections to chapter 6-09.10 of
the North Dakota Century Code, relating to a legal and tax
assistance program for financially distressed farmers and
small business persons; and to provide an appropriation.

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

SECTION 1. Six new sections to chapter 6-09.10 of the 1985
Supplement to the North Dakota Century Code are hereby created and
enacted to read as follows:

Contract for legal and tax assistance - Administration. The credit
review board and the commissioner of agriculture shall hire or
contract with one or more lawyers, law firms, accounting firms, or
nonprofit organizations to provide eligible farmers and small
business persons with legal and tax assistance. The board and the
commissioner may contract with the university of North Dakota school
of law to provide research services to eligible farmers and small
business persons. A contract may be terminated by the credit review
board upon written notice. The credit review board and the
commissioner of agriculture are responsible for administering funds
under each contract and for selecting appropriate cases among
eligible farmers and small business persons.

Legal and tax service contract requirements. Any contract entered
into pursuant to this Act to provide legal or tax services to
selected eligible farmers or small business persons may be awarded
for the following purposes:

1. To offer direct representation to selected eligible
farmers and small business persons in litigation and
administrative cases, if applicable.

2. To offer legal or tax advice, or both, to selected
eligible farmers or small business persons.
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3. To provide research services, consulting assistance, and
copies of briefs and case law to attorneys representing
selected eligible farmers and small business persons, if
applicable.

Eligible farmers and small business persons.

1. An eligible farmer means a farmer who has a debt to asset
ratio of greater than fifty percent and is unable to pay
for legal or tax assistance without impairing funds needed
for necessary family living and farm operating expenses.

2. An eligible small business person is a person who owns a
small business or is a partner or shareholder in a small
business, who has an occupation in small business, and who
has a debt-to-asset ratio of greater than fifty percent
and 1s wunable to pay for legal or tax assistance without
impairing funds needed for necessary family 1living and
small business operating expenses. For purposes of this
Act, a small business means a small business concern as
defined under Public Law No. 85-536, section 2(3), 72
Stat. 384; 15 U.S.C. 632, as amended.

Payment for assistance. Any farmer or small business person who
receives assistance under this Act is obligated to pay for the value
of the services plus interest at the rate of one percent per annum
higher than the current cost of money as reflected by the average
rate of interest payable on United States treasury bills maturing in
six months in effect for North Dakota for the six months immediately
prior to the month in which the original transaction occurs, as
computed and declared on the last day of each month by the state
banking commissioner. The credit review board may defer payment for
a period of one to five years after services are rendered. Upon
proof of financial hardship at the end of the deferral period, the
board may waive payment of all or a part of the amount owed.

Alternatives to litigation - Cooperation with other service providers. Any
person providing assistance under this Act shall:

1. Attempt to resolve any conflict through the use of
negotiation, mediation, and amicable settlements.

2. Cooperate with the North Dakota state university extension
service so that its economic and farm management financial
analyst services are utilized by selected eligible
farmers.

3. Cooperate with the farm credit counseling program and
existing informational and referral networks among
farmers, farmer advocates, small Dbusiness persons, and
others concerned with the economic crisis in agricultural
and small business concern areas.
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Legal action to resolve disputes should only be taken where other
alternatives are unsuitable or impossible.

Assumption of powers and duties of credit review board. The attorney
general shall assume the powers and duties of the credit review
board under this Act if the credit review board ceases to exist.

SECTION 2. APPROPRIATION. There is hereby appropriated out
of any moneys in the home-quarter purchase fund in the state
treasury, not otherwise appropriated, the sum of $200,000, or so
much thereof as may be necessary, to the credit review board for the
purpose of providing assistance to financially distressed farmers
and small business persons as provided in this Act for the biennium
beginning July 1, 1987, and ending June 30, 1989.

Approved April 21, 1987
Filed April 22, 1987



BANKS AND BANKING CHAPTER 133 311

CHAPTER 133

HOUSE BILL NO. 1584
(Brokaw, Gerntholz, Myrdal, Stofferahn, Shaw)

FAMILY FARMER ASSISTANCE

AN ACT to provide financial assistance to family farmers.

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

SECTION 1. Declaration of findings and purpose. The legislative
assembly finds and declares that:

1.

The family farm provides an efficient system of food
production, as well as economic and social stability. No
other system of agricultural production can provide the
opportunities of individual enterprise to as many families
in our state. The family farm provides dispersed benefits
to our society, and it remains the most viable system of
agricultural production for our nation.

Our system of family farm agriculture today faces a
serious crisis. Depressed commodity prices resulting from
surplus production, lack of cashflow, deflated asset
values, increasing debt problems, and tight credit have
combined to make it impossible for a large segment of
family farm agriculture to survive.

In order to survive, many of these family farms will need
to restructure their operations, restructure their debt,
undertake new, more profitable enterprises, and make other
necessary changes. Some of these family farm operations
will need the opportunity to begin again.

Our state is suffering from this financial crisis in
agriculture that affects the entire economic health of
this state and its communities. Without significant
changes in public policies to meet this «crisis, our
state's economy will continue to suffer.

The Bank of North Dakota is a vital resource for all North
Dakota citizens, and the Bank of North Dakota must develop
innovative ways to help North Dakota family farms
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restructure, recapitalize, and adapt to the current
economic situation. To do so will strengthen not only the
agricultural sector of our economy, but also the state's
economy as a whole.

SECTION 2. Definitions. In this Act, unless the context or
subject matter otherwise requires:

1. "Economic farm unit" means a farm capable of producing
income sufficient to support the operator of the farm and
the farmer's family, if any, and to repay moneys borrowed
under this Act to establish the unit within the term of
the loan.

2. "Family farm" means agricultural real estate operated and
owned or leased by a farmer, or other organization
authorized to own or lease land used for farming or
ranching under chapter 10-06, where the majority of the
labor necessary to operate the farm is performed by the
farmer and the farmer's family, if any.

3. "Farmer" means a resident of North Dakota involved in the
production of an agricultural commodity on a family farm
or who will be involved in the production of an
agricultural commodity on a family farm if granted a loan,
and who meets the definition of "farmer" as provided in
paragraph 2 of subdivision b of subsection 15 of section
57-02-08.

SECTION 3. tndustrial commission - Powers and duties - Bonds.
Except as provided in this Act, the industrial commission may
exercise the powers and perform the duties set forth in chapter 4-36
to the extent necessary to administer this Act. The commission may
issue bonds under chapter 4-36 as is necessary to provide sufficient
funds to make loans to lenders for the purposes of this Act.

SECTION 4. Loans - Participation by the Bank of North Dakota.

1. The Bank of North Dakota may make available an appropriate
amount of funds to purchase participation interests in
loans made by financial institutions for the purposes as
set forth in section 5 of this Act. Interest charged on a
participation interest purchased by the Bank under this
section may not exceed eight percent per annum, plus
necessary and reasonable fees as determined by the
industrial commission.

2. The amount of a participation interest purchased by the
Bank under this section may not be greater than ninety
percent of the loan amount.
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SECTION 5. Loans to farmers - Purposes.

1.

The feollowing purposes are eligible to be funded by bond
proceeds or loan participations under this Act:

a. Purchasing or leasing agricultural real estate.

b. Constructing, repairing, altering, or adding to any
farm buildings on agricultural real estate owned or
purchased by the farmer.

c¢. Making permanent improvements to agricultural real
estate owned or purchased by the farmer for the
purpose of increasing the productive value of the land
or promoting conservation of the soil.

d. Purchasing farm equipment.

e. Purchasing livestock.

f. Paying off and discharging mortgages, encumbrances,
and other charges or liens against or on the
agriculture real estate owned or purchased by the

farmer.

g. Purchasing the farmer's home~guarter pursuant to
chapter 6-10.

SECTION 6. Loan applications. An applicant for a loan must meet
all of the following qualifications:

1.

2.

The applicant is at least eighteen years of age.

The applicant has resided in North Dakota continuously
during the three years immediately preceding the date of
the application.

The applicant is a farmer.
The applicant has had the farming experience and training
necessary to enable the applicant to operate a family farm

and to make proper use of the proceeds of the loan.

The net worth of the applicant does not exceed one hundred.
fifty thousand dollars.

SECTION 7. Loan restrictions.

1.

Except for loans made to purchase the farmer's
home~quarter, no loan may be made under this Act unless
the farm is an economic farm unit or it is reasonably
expected that the farm unit will, as a result of the loan,
constitute an economic farm unit.
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2. A 1loan to a farmer under this Act may not exceed fifty
thousand dollars. A farmer may borrow money under this
Act in a lump sum or in installments.

3. A loan under this Act may not exceed ninety percent of the
appraised value of the security given for the loan, with
the actual percentage to be determined by the industrial
commission. The industrial commission may do all things
and acts, may reguire such security, and may establish
additional terms and conditions as is determined necessary
to make a loan under this Act.

4., Except as otherwise provided:

a. A loan under this Act must be repayable in
installments and may have a term up to twenty years.

b. All or part of a loan under this Act may be repaid on
any day on which an installment is due, subject to
conditions set forth in the mortgage.

SECTION 8. Insurance requirements. Buildings on land given as
security for a loan must, while any part of the loan remains unpaid,
be insured against fire or casualty for their full insurable value,
and the insurance policy must be assigned as collateral security.
Livestock, crops on land, and other chattels given as security for a
loan must be insured against risk.

SECTION 9. Records. Every borrower shall keep records showing
the financial condition of the borrower's family farm.

SECTION 10. Postponement of repayment of principal. If the income
of a borrower is reduced in any vyear due to causes beyond the
borrower's control to the extent that the borrower is unable to make
a payment on a loan under this Act, the industrial commission may
defer the payment of the principal sum due in that year and the term
of the loan may be extended for the period of deferment.

SECTION 11. Credit review board. Applicants for home-quarter
purchases pursuant to 6-9.10 shall initially apply to the credit
review board and the credit review board shall make recommendations
regarding eligibility of the applicant and the feasibility of the
loan application.

SECTION 12. Rules. The industrial commission may adopt such
rules and guidelines as are necessary to implement sections 1
through 10 of this Act.

Approved April 1, 1987
Filed April 2, 1987





