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CHAPTER 231
S.B. No. 1123

An Act retating to regulation and supervision of savings and loan associations; providing penalties;

. amending the Texas Savings and Loan Act, as amended (Article 852a, Vernon’s Texas Civil

Statutes), by amending Sections 1.02, 3.07, 6.07, 6.15, 10.03, 10.04, 11.12, 11.16, 11.17, and

11.18 and Subsections (a) and (f), Section 11.20; by revising Section 1.03 and Chapters 2, 5, 7,

8; and by adding Sections 10.031, 11.22, and 11.23 and Subsection (m) to Section 11.20; and

amending Sections (b) and {e), Article 5, Chapter Il, The Texas Banking Code of 1943 (Article
342-205, Vernon's Texas Civil Statutes).

Be it enacted by the Legislature of the State of Texas:

SECTION 1. Section 1.02, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is amended to read as follows:

“Section 1.02. FORM. This Act has been organized and divided in the following manner:

“(1) The Act is divided into Chapters, containing groups of related Articles. Chapters are
numbered consecutively with cardinal numbers.

“(2) Chapters are divided into Sections, numbered consecutively with Arabic numerals. -

“(3) Sections are divided into Subsections. [Fhe Subscetions within each Seetion are

1 ! ively: with Arabi ; losod i hesis]”

SECTION 2. Section 1.03, Texas Savings and Loan Act, as amended (Article 852a, Vernon’s
Texas Civil Statutes), is revised to read as follows:

“Section 1.03. DEFINITIONS. In this Act the following terms, unless otherwise clearly
indicated by the context, have these meanings:

“(1) ‘ddministrative Procedure Aet’ means the Administrative Procedure and Texas Register
Act (Article 6252-13a, Vernon's Texas Civil Statutes). '

“(2) ‘Association’ means a savings and loan association subject 1o this Act.

“(3) ‘Capital stock’ means, with respect to a capital stock association, the units into which the
proprietary interests in the association are divided.

“(4) ‘Capital stock association’ means an association authorized to issue capital stock.

“(5) ‘Commissioner’ means the Savings and Loan Commissioner.

“(6) ‘Company’ means a corporation, partnership, trust, joint-stock company, association,
unincorporated organization, or other similar entity or a combination of any of these entities acting
in concert.

“(7) ‘Control’ means the possession of the power to direct or cause the direction of the
management and policies of an association by either direct or indirect means and shall be deemed
to exist if a person, corporation, partnership, trust, or other legal entity individually or acting in
concert with others, directly or indirectly owns, controls, holds with the power to vote, or holds
irrevocable proxies representing, 25 percent of the voting rights of an association.

“(8) ‘Earnings on savings accounts’ means either interest contractually payable or dividends
declared payable to holders of savings accounts in an association and is the cost of savings money to
the association.

“(9) ‘Federal association’ means a savings and loan association incorporated under the Home
Owner’s Loan Act of 1933, whose principal business office is located in this state.

“(10) ‘Loss reserves’ means the aggregate amount of the reserves allocated by an association for
the sole purpose of absorbing losses.

“(11) ‘Member’ means, with respect to a mutual association, a person holding a savings account
with the association, assuming or obligated on a loan in which the association has an interest, or
owning property that secures a loan in which the association has an interest.

“(12) ‘Mutual association® means an association not authorized to issue capital stock.

“(13) ‘Savings account’ means the amount of money an association owes to an account holder
as the result of the placement of funds in the association.
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“(14) “Savings and loan association’ means an association whose primary purpose is to promote
thrift and home financing and whose principal activity is the lending of money secured by liens on
homes and other improved real estate.

“(15) ‘Savings and loan holding company’ means a company that directly or indirectly controls
a savings and loan association or controls another company that directly or indirectly controls a
savings and loan association. o

“(16) ‘Savings liability’ means the aggregate amount of money owed to the account holders of
an association at any particular time as shown by the books of the association.

“(17) ‘Shareholder’ means the owner of one or more shares of an association’s capital stock.

“(18) ‘Surplus’ means the aggregate amount of the undistributed earnings of an association
held as undivided profits or unallocated reserves for general corporate purposes and any paid-in
surplus held by the association.

“(19) ‘Unpursued cause of action’ means an existing claim belonging to an association on
which a suit or other effective action has not been filed or taken by or on behalf of the association
before the expiration of six months after the cause of action arose, involving:

“(A) a claim for monetary damages or recovery of property;

“(B) a claim for equitable relief;

“(C) a cause of action for breach of contract or for enforcement of a contract; or

“(D) a claim on a fidelity bond.

“(20) ‘Unsafe and unsound practices’ means, with respect to the operation of an association, an
action or inaction that is likely to cause insolvency or substantial dissipation of assets or earnings or
to otherwise reduce the ability of the association to timely satisfy withdrawal requests of savings
account holders. T . )

“(21) ‘Withdrawal value of a savings account’ means the net amount of money that may be -
withdrawn at any particular time by an account holder from a savings account.”

SECTION 3. Chapter 2, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is revised to read as follows:

“CHAPTER TWO. FORMATION OF ASSOCIATIONS

“Section 2.01. INCORPORATION. (a) Five or more citizens of this state may apply to-
incorporate a savings and loan association by submitting 1o the commissioner, along with the proper
filing fee, an application consisting of:

“(1) two copies of proposed articles of incorporation setting forth the name of the association,
the site of the principal office, and the names and addresses of the initial directors;

“(2) two copies of the bylaws under which the association proposes to operate;

“(3) statements, exhibits, maps, and other data sufficiently detailed and comprehensive to
enable the commissioner to make a determination under Section 2.07 of this Act;

“(4) other information relating to the proposed association and its operation required by rules of
the commissioner and the Savings and Loan Section of The Finance Commission of Texas; and

“(5) financial information about the applicants, incorporators, directors, or shareholders that is
required as part of the application for charter by rules of the Savings and Loan Section of The
Finance Commission of Texas.

“(b) Financial information submitted under Subdivision (5) of Subsection (a) of this section is
confidential and privileged from public disclosure, unless the commissioner finds that public
disclosure is necessary.

“(c) If the application is for a capital stock association, the articles of incorporation must set
out:

“(1) the aggregate number of shares of common stock that the association will have authority to
issue;

“(2) the par value of each share or a statement that the shares are without par value;

“(3) a statement of whether the association will have authority to issue preferred stock;

“(4) the amount of stock that has been subscribed and will be paid for before the association
begins business; and

“(5) a separate statement of the names and addresses of the subscribers, the amount subscribed
by each, and the amount of paid-in surplus with which the association will begin business.

“(d) If the application is for a mutual association, the articles of incorporation must include a
statement of the amount of savings liability of the association and the amount of the expense fund
with which the association will begin business.

“le) The bylaws of the proposed association must provide for the voting rights of the members, if
‘a mutual association, or the shareholders, if a capital stock association.
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“() The articles of incorporation and statements of fact submitted to the commissioner in
connection with an application shall be subscribed and sworn to before an officer authorized to
administer oaths. .

“Section 2.02. MANAGING OFFICER. An applicant is not required at a hearing concerning
the granting of the application to specify in the public record the name and qualifications of the
proposed managing officer of the new association. This information may be presented to the
commissioner at any time, but an association may not begin business unless it has first presented to
the commissioner the name and qualifications of its proposed managing officer and that managing
officer has been approved as qualified by the commissioner.

“Section 2.03. COMMON STOCK. (a) The commissioner may require before approving an
application that a capital stock association have an aggregate amount of capital in the form of
stock and paid-in surplus as specified by rules of the Savings and Loan Section of The Finance
Commission of Texas. Paid-in surplus may be used instead of earnings to pay organization and
operating expenses and dividends on savings accounts and to meet any loss reserve requirements. If
the application is not approved or if the proposed association does not begin business, the stock
subscriptions for capital stock and paid-in surplus shall be returned pro rata to the subscribers, less
any lawful expenditures.

“(b} After issuance an association may not purchase, directly or indirectly, any of its own shares
of common stock. Common stock may not be retired or redeemed until all liabilities of the
association have been satisfied in full, including all amounts due to holders of savings accounts,
unless the savings accounts are insured by an agency of the United States or prior written
permission is obtained from the commissioner, and the purchase or redemption is authorized by a
majority vote of the association’s stockholders at an annual or special meeting called for that
purpose. The basis of the purchase or redemption must be first approved by the commissioner and,
with respect to an association whose accounts are insured, consent must be obtained in writing from
the insuring agency and filed with the commissioner. Preferred stock may be retired or redeemed
in the manner provided in the articles of incorporation or the resolution of the board of directors of
the association establishing the rights and preferences relating to the stock. Both common and
preferred stock must be fully paid for in cash in advance of issuance, and an association may not
make a loan against the shares of its outstanding stock.

“Section 2.04. PREFERRED STOCK. (a) If the articles of incorporation permit, shares of
preferred stock may be divided into and issued in series. Each series must be clearly designated to
distinguish its shares from the shares of other series or classes. All or part of & series and variations
in the relative rights and preferences as between different series may be fixed and determined by
the articles of incorporation, but all shares of the same class must be identical except for the
Jollowing rights and preferences:

“(1) the rate of dividend;

“(2) the price, terms, and conditions at which shares may be redeemed;

“(3) the amount payable on shares in the event of involuntary liquidation;

“(4) the amount payable on shares in the event of voluntary liquidation;

“(5) sinking fund provision for the redemption or purchase of shares;

“(6) the terms and conditions of conversiort of shares that may be converted; and

“(7) voting rights.

“(b) If the articles of incorporation permit, the board of directors by resolution may divide
classes of preferred stock into series, and within the limitations provided by this chapter and the
articles of incorporation, may determine the relative rights and preferences of the shares of the
series. Before the shares may be issued, a copy of the resolution shall be submitted to the
commissioner. If the resolution conforms to this Act, the commissioner shall file it in his office,
and after it is filed the resolution is considered an amendment of the association’s articles of
incorporation.

“Section 2.05. EXPENSE FUND REQUIREMENTS FOR PROPOSED MUTUAL ASSOCI-
ATION. The commissioner may require before approving the articles of incorporation of a mutual
association that the association have subscriptions for an aggregate amount of savings accounts and
an expense fund in an aggregate amount that the commissioner finds under rules of the Savings
and Loan Section of The Finance Commission of Texas is necessary for the successful operation of
the association. The expense of organizing the association, its operating expenses, and dividends
declared and paid or credited to its savings account holders may be paid out of the expense fund
until the association’s earnings are sufficient to pay those amounts. The amounts contributed to
the expense fund do not constitute a liability of the association except as provided by this
chapter. The contributions may be repaid pro rata to the contributors from the net earnings of the
association after provision for required loss reserve allocations and payment or credit of dividends
declared on savings accounts. If an association is liguidated before contributions to the expense
JSund have been repaid, any contributions to the expense fund remaining unspent after the payment
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of expenses of liquidation, creditors, and the withdrawal value of savings accounts shall be paid to
the contributors pro rata. The books of the association must reflect the expense fund. Contributors
to the expense fund shall be paid dividends on the amounts contributed and for this purpose the
contributions are considered savings accounts of the association.

“Section 2.06. HEARINGS ON APPLICATIONS TO INCORPORATE. (a) When a complete
application to incorporate is filed, the commissioner shall issue public notice of the application and
shall give any interested party an opportunity to appear, present evidence, and be heard for or
against the application. The hearing shall be held before a hearing officer designated by the
commissioner.

“(b) The hearing officer shall file with the commissioner a report on the hearing containing
findings of fact on each condition set out by Section 2.07 of this Act and the evidence on which
those findings are based. ‘

“Section 2.07. APPROVAL OR DENIAL OF APPLICATION TO INCORPORATE. (a) The
commissioner may not approve an application to incorporate unless he finds that:

“(1) the prerequisites to incorporation required by this chapter have been satisfied;

“(2) the character, responsibility, and general fitness of the persons named in the articles of
incorporation command confidence and warrant belief that the business of the proposed association
will be honestly and efficiently conducted in accordance with the intent and purpose of this Act and
that the proposed association will have qualified full-time management;

“(3) there is a public need for the proposed association, and the volume of business in the
community in which the proposed association will conduct its business indicates a profitable
operation is probable; and o

“(4) the operation of the proposed association will not unduly harm any existing association.

“(b) On this finding, the commissioner shall entér an order approving the application and
stating the findings required by Subsection (a) of this section, issue under official seal a certificate
of incorporation, and deliver a copy of the approved articles of incorporation and bylaws to the
incorporators. The commissioner shall retain a copy of the articles of incorporation and bylaws as
a permanent file. On delivery of the certificate to the incorporators, the association is a corporate
body with perpetual existence unless terminated by law and may exercise the powers of a savings
and loan association beginning on the date the commissioner certifies that he has received proof -
satisfactory to him that the required amount of the capital stock and paid-in surplus, with respect
to a stock association, or the savings liability and expense fund, with respect to a mutual
association, has been received by the association in cash, free of encumbrance. :

“(c) On denial of an application, the commissioner shall enter an order to that effect that
includes a written statement of the grounds for the denial. A copy of the order shall be delivered to
the designated representative of the incorporators by certified mail.

“Section 2.08. DISSOLUTION OF ASSOCIATION FOR FAILURE TO COMMENCE
BUSINESS. An association shall begin business not later than one year after the date of the
approval of its application. The incorporators may request from the commissioner an extension of
this time. If good cause is shown, the commissioner may grant a reasonable extension of this
time. Failure to begin business as required by this Act constitutes grounds for dissolution of the
association by suit brought in Travis County by the attorney general on request of the
commissioner. )

“Section 2.09. AMENDMENT OF ARTICLES OF INCORPORATION OR BYLAWS. An
association, by resolution adopted by a majority vote of those entitled to vote attending an annual -
meeting or a special meeting called for the purpose, may amend its articles of incorporation or
bylaws in a manner not inconsistent with this Act. An amendment may not take effect before it is
filed with and approved by the commissioner. : -

“Section 2.10. CORPORATE NAME. The name of an association must include either the
words ‘Savings Association,’ or ‘Savings and Loan Association.” The word ‘Institution’ may be used
instead of ‘Association.” These words must be preceded by an appropriate descriptive word or words
approved by the commissioner. The commissioner may not approve the incorporation of an
association having the same name as another association authorized to do business in this state
under this Act or a name so nearly resembling it as to be calculated to deceive unless the
association is formed by the reincorporation, reorganization, or consolidation of other associations
or on the sale of the property or franchise of an association. A person, firm, company, association,
JSiduciary, partnership, or corporation, either domestic or foreign, unless authorized to do business
in this state under the provisions of this Act, may not do business under a name or title that
indicates or reasonably implies that the business is the character or kind of business carried on or
transacted by an association or that is calculated to lead any person to believe that the business is
that of an association. .On application by the commissioner or any association, a court of competent
Jurisdiction may issue an injunction to restrain the entity from violating or continuing to violate this
section.
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“Section 2.11. CHANGE OF OFFICE OR NAME. An association may not, without the prior
approval of the commissioner, establish an office other than the principal office stated in its articles
of incorporation, move an office from its immediate vicinity, or change its name. If requested, the
commissioner shall give a person who might be affected an opportunity to be heard.

“Section 2.12. PREFERENCE TO LOCAL CONTROL. If an application to incorporate a
new association is before the commissioner at the same time as an application for the establishment
of an additional office by an existing association, both seeking to locate an office in the same
community, and the principal office of the existing association is located in a different county than
the community, the commissioner may give additional weight to the application having the greater
degree of control vested in or held by residents of the community.

“Section 2.13. INCORPORATION TO TAKE OVER BUSINESS OF AN EXISTING
ASSOCIATION. (a) Application may be made to the commissioner to incorporate an association
for the purpose of purchasing the assets, assuming the liabilities other than liability to stockholders
as such, and continuing the business of an association considered by the commissioner to be in an
unsafe condition, which in this Act is called a reorganizing association, or for the purpose of
acquiring by merger an existing association, which in this Act is called a merged association.

“(b) The application must include data and information that the commissioner requires or that
is required by rules of the commissioner and the Savings and Loan Section of The Finance
Commission of Texas. The capitalization of the association must be in an amount set by the
commissioner sufficient to carry out the purposes for which incorporation is requested.

“(c) The Administrative Procedure Act does not apply to an application if the association to be
reorganized or merged is considered by the commissioner to be in an unsafe condition and the
application and all information relating to the application is confidential and privileged from
public disclosure.

“¢d) If the commissioner finds that the business of a reorganizing or merging association can be
effectively continued under the proposed articles of incorporation and that the proposed
reorganization or merger is in the best interest of the savers, depositors, creditors, and stockholders,
if any, of the reorganizing association or the merged association and the public in general, the
commissioner shall state those findings in writing and issue a certificate of incorporation under
official seal. On issuance of the certificate, the association is a corporate body and a continuation
of the reorganizing or merged association, subject to all its liabilities, ob(;'gations, duties, and
r;{a}:ions. The association may exercise the powers of a savings and loan association under the laws
of this state. *

“(e) In the case of an acquisition merger, a shareholder of a capital stock association has the
_same dissenter’s rights that a shareholder in a domestic business corporation would have under the
Texas Business Corporation Act.”

SECTION 4. Section 3.07, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is amended to read as follows:

“Section 3.07. ACCESS TO BOOKS AND RECORDS. Every borrower or savings account
holder of an association has [mernber shall have] the right to inspect such books and records of
an association as pertain to his loan [; ‘Permanent Reserve Fund Steek] or savings
account. Otherwise, the right of inspection and examination of the books and records of an
association shall be limited to the Commissioner or his duly authorized representatives as
provided by Section 8.02 of [ir] this Act, to persons duly authorized to act for the association and
to any duly authorized agent of a governmental agency that has insured the savings accounts of the .
association. In a judicial proceeding the court may order the production of relevant and material
books, records, and files, except that the {Federel instrumentality or ageney authorized to
inspeet or exarnine the books and reeords of an asseeiation whese savings aceounts are
reecords.pertaining to the aecounts and loans of members be kept eenfidential by
shell be compelied by a court of competent jurisdietion; and no member or other persen
shall have aececess to the beoks and records or shall be furnished or shall possess a pertial
or complete list of the members exeept upen express action and autherity of the beard
of direetors: Fhe] books, records and files of an association shall not be admissible as evidence
in any proceeding concerning the validity of any tax assessment or the collection of delinquent
taxes, penalties and interest except where (i) the owner of stock or an account is a proper party to
the proceeding in which event the books, files and records pertaining to the account of such
party shall be admissible or (ii) the association itself is a proper party to the proceeding in which
event any book, file or record material to the proceeding shall be admissible. A person is not
entitled to a partial or complete list of stockholders of a stock association or of the members of a
mutual association except as expressly permitted by the board of directors.”
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SECTION 5. Chapter 5, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is revised to read as follows:

“CHAPTER FIVE. LOANS, INVESTMENTS, OWNERSHIP OF REAL
PROPERTY

“Section 5.01. LENDING AND INVESTMENT POWERS. The commissioner and the
Savings and Loan Section of The Finance Commission of Texas shall adopt rules relating to the
powers of associations operating under this Act to make loans and investments. The rules must
contain provisions reasonably necessary to assure that loans made by an association are consistent
with sound lending practices and that its investments will promote the-purposes of this Act. The
rules may include among other things provisions governing:

I;I(I) the type of loans and the conditions under which an association may originate, make, or
sell loans;

“(2) the conditions under which an association may purchase or participate in loans made by
other lenders;

“(3) the conditions for the servicing of loans for other lenders;

A “(Z) the conditions under which an association may lend money on the security of loans made
y others;

“(S) the conditions under which an association may pledge loans held by it as collateral for
borrowings by the association;

“(6) the conditions under which associations may invest in securities and debt instruments;

“(7) the documentation that an association must have in its loan files at the time of funding or
purchase of a loan or the participation in a loan;

“(8) the form and content of statements of expenses and fees and other charges that are paid by
borrowers or that borrowers are obligated to pay;

“(9) title information that must be maintained in force;

“(10) insurance coverage of property securing loans that must be provided by borrowers;

“(11) appraisal reports;

“(12) financial statements of borrowers;

“(13) the fees or other compensation that may be paid to an officer, director, employee,
affiliated person, consultant, or any third party in connection with the procuring of any loan for an
association;

“(14) the conditions under which the association may advance funds to pay taxes, assessments,
ins;zrance premiums, and other similar charges for the protection of its interest in property securing
its loans; :

“C15) the terms and conditions under which an association may acquire and deal in real
property;

“(16) the valuation on an association’s books of real property held by it;

“(17) the terms and conditions governing the investment by an association in subsidiary
corporations and the powers that may be exercised by subsidiaries; and

“(18) other matters considered necessary to properly administer each type of transaction.

“Section 5.02. PROHIBITED TRANSACTIONS. An association may not engage in a
transaction in violation of a rule adopted under Section 5.01 of this Act.

“Section 5.03. LOANS. An association may require borrowers to pay all reasonable expenses
incurred in connection with the making, closing, disbursing, extending, readjusting, or renewing of
loans. These payments may be collected by the association from the borrower and retained by it or
paid to persons rendering services for which a charge has been made, including an officer, director,
or employee of the association rendering the service, or the payments may be paid directly by the
borrower to the persons rendering the services. An association may charge penalties for prepayment
or late payments. Unless otherwise agreed in writing, prepayment of principal shall be applied on
the final installment of the note or other obligation until this installment is fully paid, and further
prepayments shall be applied on installments in the inverse order of their maturity. Expenses
under this section shall not be deemed a part of the interest or compensation charged by the
association for the loan of money.

“Section 5.04. ACQUISITION OF REAL PROPERTY. An association may own real property
on which a facility used in connection with the operation of the association is located. Other real
estate acquired by an association in the course of business shall be disposed of not later than five
years after the date on which it is acquired unless the commissioner extends this time. Real
property may be sold, conveyed, leased, improved, repaired, mortgaged, or exchanged for other real
estate if the transaction is authorized by the board of directors.

“Section 5.05. ENLARGEMENT OF POWERS. Notwithstanding any provisions of this Act to
the contrary, an association may make any loan or investment, perform any function, or engage in
any activity permitted a federal association domiciled in this state.
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“Section 5.06. ADVANCES TO PAY TAXES, ETC., ON SECURITY. (a) An association may
pay taxes, assessments, insurance premiums, and other similar charges for the protection of the
association’s interests in property securing the association’s real estate loans. These payments are
advances and may be carried on the association’s books as an asset of the association for which the
association may charge and collect interest, or thé payments may be added to the unpaid balance
of the loan to which they apply as of the first day of the month in which the payments are
made. The payments constitute a valid lien against the real estate securing the loan for which they
were made.

“(b) An association may require a borrower to pay monthly in advance, in addition to interest or
interest and principal, an amount equal to one-twelfth of the estimated annual taxes, assessments,
insurance premiums, and other charges on the real estate securing a loan to enable the association
to pay the charges as they become due. The amount of the monthly payment may be increased or
decreased as is necessary to meet the charges. An association may carry the payments in trust in an
account or may credit them to the indebtedness and advance the money for charges as they come
due. An association shall keep a record of the status of taxes, assessments, insurance premiums,
and other charges on all real estate securing its loans and on all real and personal property owned
byit”

SECTION 6. Section 6.07, Texas Savings and Loan Act (Article 852a, Vernon's Texas Civil
Statutes), is amended to read as follows: :

“Section 6.07. SAVINGS ACCOUNTS OF [MARRIED WOMEN AND] MINORS. Any
association operating under this law and any Federal savings and loan association doing business
in this State may accept savings accounts from any [married wernan ex] minor as the sole and
absolute owner of such savings account, and may [reeeive payments thereen by or for such
ewner; and] pay withdrawals, accept pledges to the association, and act in any other manner
with respect to such accounts on the order of the [sueh married wemean er] minor. Any
payment or delivery of rights to a [merried wemean er te any] minor, or a receipt or
acquittance signed by [& married weman er by] a minor who holds a savings account, shall be
a valid and sufficient release and discharge of such institution for any payment so made or
delivery of rights to the [sueh married wormen or] minor. The {in the ease of a mineor; the]
receipt, acquittance, pledge or other action required by the institution to be taken by the minor
shall be binding upon such minor with like effect as if he were of full age and legal capacity;
provided, if any parent or guardian of such minor should not desire the mindr to have authority
to pledge, hypothecate, control, transfer or make withdrawals from his savings account, such
fact may be made known to the association in writing by such parent or guardian, in which event
the right of the minor to pledge, hypothecate, control, transfer and make withdrawals from the
account during the minority of such minor shall not be exercised by him except with the joinder
of such parent or guardian. In the event of the death of such minor, the receipt or acquittance of
either parent or guardian of such minor shall be valid and sufficient discharge of such institution
for any sum or sums not exceeding in the aggregate One Thousand Dollars ($1,000).”

SECTION 7. Section 6.15, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is amended to read as follows:

“Section 6.15. WITHDRAWALS FROM SAVINGS ACCOUNTS. Any savings account
holder may at any time present a written order [applieation] for withdrawal of all or any part of
his savings account except to the extent the same may be pledged to the association or to another
person on the books of the association. The association may pay in full each and every
withdrawal order [request] as presented and may collect early withdrawal penalties provided for
by the certificate or contract applicable to the account [witheout requiring that written
aetual reeeipt every withdrawal applieation to pay such requests eut of its

net reeeipts: Not more thert one half of the ret reeeipts of the assoeiation in month
shell be i tethep&ymenfefw&hdr&welappﬁe&ﬁemaﬁlesst-hebeafdefz;eefeﬁ'
i autherizes the use of a greater ion of such reeeipts for such purpose: By
interest and investments in savings aeceounis less disbursements for all expenses
neeessary and ineidental to the operation of the assceintion in eareying on ity
business: Whenever the net reeeipts so made apphieable to withdrawal applieations en
file for o particulsr month are neot sufficient te pay sueh teations in full: the
applieations on file shall be paid out of sueh net receipts on a profrata basis or; with the
approvel of the Commissioner; the board of direetors fix maximuam ag;ean-@s f;bele
f&&éﬁf&m@hn&mﬂp&%%eﬂﬁﬂewﬁe&&s&hm
that set forth above: While an applieation for withdrawal by a member remains in effeet
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id and ne loan shall be made seeured by trensfer or pledge of the aceount: A member

iling o withdrawal application shall not beeome @ ereditor of the assoeiation by reasen of

sueh filing: Full payment meay be made at eny time to members whese entire interest in
the assoeiation amounts to One Hundred Dellars ($100) or less]. The Commissioner with
the approval of the Savings [Building] and Loan Section of the Finance Commission and the
Governor of Texas may invoke a uniform limitation on the amounts withdrawable from savings
accounts of associations[ &em during any period when mmmm n&:;;sary
in the public interest. Y ip of & savings aecount iled an

be eaneclied in whele or in part at any tire by a member]”

SECTION 8. Chapter 7, Texas Savings and Loan Act, as amended (Article 852a, Vernon’s
Texas Civil Statutes), is revised to read as follows:

“CHAPTER SEVEN. COMPUTATION OF EARNINGS, TRANSFERS TO
LOSS RESERVES, DIVIDENDS, SURPLUS

“Section 7.01. COMPUTATION OF NET INCOME. An association shall close its books at
the times that its bylaws provide for the purpose of determining the gross income of the association
Sfor the period since the date of the last closing of its books. The amount of the gross income minus
the amount of the expenses of operating the association for the period is the net income for the
period. An association shall have prepared and published a statement of the association’s condition
as of December 31 of each year and shall file a copy with the commissioner not later than January
15 of the following year. N .

“Section 7.02. MINIMUM NET WORTH REQUIREMENT. An association shall meet
minimum net worth requirements required by rules of the commissioner and the Savings and Loan
Section of The Finance Commission of Texas.

“Section 7.03. EARNINGS ON SAVINGS ACCOUNTS. An association whose bylaws contain
the provision authorized by Section 6.19 of this Act may contract to pay interest on savings
.accounts. Other associations may pay earnings on savings accounts in the form of dividends
declared by their board of directors. Earnings in the form of interest or dividends shall be
computed and paid according to rules of the commissioner and the Savings and Loan Section of
The Finance Commission of Texas.

“Section 7.04. DIVIDENDS ON CAPITAL STOCK. The board of directors of an association
whose bylaws provide for the issuance of capital stock and that has capital stock outstanding may
declare and pay dividends out of current or retained income, in cash or additional stock, to the
holders of record of the stock outstanding on the date the dividends are declared. ,

“Section 7.05. USE OF SURPLUS ACCOUNTS AND EXPENSE FUND CONTRIBU-
TIONS. An association, at a closing date, may use all or part of a surplus account, whether earned
or paid-in, or expense fund contributions on its books to meet expenses of operating the association
for the period just closed, required transfers to loss reserves, or the payment or credit of dividends
declared on savings accounts.”

SECTION 9. Chapter 8, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is revised to read as follows:

“CHAPTER EIGHT. SUPERVISION AND REGULATION, AUDITS AND
EXAMINATIONS, SUPERVISORY ORDERS, CONSERVATORSHIP,

LIQUIDATION, VOLUNTARY SUPERVISORY CONTROL

“Section 8.01. SUPERVISION AND REGULATION. The Savings and Loan Department of
Texas and the commissioner shall regulate associations and subsidiary corporations of associations
operating under this Act and shall enforce this Act. The commissioner and the Savings and Loan
Section of The Finance Commission of Texas may adopt rules relating to: _

“(1) the minimum amounts of capital stock and paid-in surplus required for incorporation as a
capital stock association and the minimum amounts of savings liability and expense funds required
to incorporate as a mutual association;

“(2) the fees and procedures for processing, hearing, and deciding applications filed with the
commissioner or the Savings and Loan Department of Texas pursuant to this Act;

“(3) the books and records that an association shall keep and the location at which the books
and records shall be maintained;

“(4) the accounting principles and practices that an association shall observe;

“(5) the conditions under which records may be copied or reproduced for permanent storage
before the originals are destroyed;
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“(6) the form, contents, and time of publication of statements of condition and the form and
contents of annual reports or the reports that are to be prepared and published or filed by an
association;

“(7) the manner by which assets, liabilities, and transactions in general are to be described
when entered in the books of an association, so that the entry will be an accurate description of the
subject matter of the entry; and

“(8) the conditions under which the commissioner may require assets to be charged off or
reserves established by transfer from surplus or paid-in capital because of depreciation of or
overstatement of value. )

“Section 8.02. AUDITS AND EXAMINATIONS. The commissioner shall periodically cause
an examination to be made into the affairs of each association, including its subsidiaries and
transactions and the dealings of any savings and loan holding company related to its savings and
loan subsidiaries, including an audit if an independent audit is not available or is unsatisfactory to
the commissioner. On completion of an audit, one copy of the audit report, signed and certified by
the auditor, shall be filed promptly with the commissioner. The commissioner, a deputy
commissioner, or an examiner or auditor of the commissioner shall have free access to the books
and records of an association or a subsidiary corporation or holding company of the association
that relate to the association’s business and to books and records kept by an officer, agent, or
employee of one of the entities relating to or on which a record of its business is kept. The
commissioner, deputy commissioner, examiner, or auditor may subpoena witnesses and administer
oaths or affirmations in examination of the directors, officers, agenmts, or employees of an
association or any other person in relation to its affairs, transactions, and condition and may
require and compel by subpoena the production of records, books, papers, contracts, or other
documents. On the failure to obey a subpoena or the refusal to appear or to answer of a witness
whose testimony is sought or is being taken in connéction with an examination, the commissioner
may apply to a district court of Travis County for an order requiring obedience of the subpoena or
testimony of the witness. The court shall issue the order if it finds that good cause exists for the
issuance of the subpoena or the taking of the testimony. Failure to obey the court order may be
punished as contempt of court. An examination may be made in conjunction with an examination
by the Federal Home Loan Bank Board, a Federal Home Loan Bank, or the Federal Savings and
Loan Insurance Corporation, and the commissioner shall accept an audit made by or accepted by
one of these agencies in an examination of an association.

“Section 8.03. EXTRA OR ADDITIONAL EXAMINATIONS. If, in the judgment of the
commissioner, the condition of an association renders it necessary or expedient to make an extra or
additional examination or audit or to devote extraordinary attention to its affairs, the
commissioner shall cause this to be done, and the association shall be charged with the cost. A copy
of the report of the examination or audit shall be furnished promptly to the association examined
or audited. The report shall be presented to the board of directors at its next regular meeting or at
a special meeting called for that purpose and noted in the minutes of the meeting. -

“Section 8.04. GROUNDS FOR SUPERVISORY INTERVENTION IN AFFAIRS OF AN
ASSOCIATION. The commissioner may intervene in the affairs of an association if:

“(1) the association or a director, officer, agent, or other person participating in the conduct of
the affairs of the association or a subsidiary of the association is engaging in, has engaged in, or is
about to engage in an unsafe and unsound practice in conducting the affairs of the association or a
violation of a provision of the articles of incorporation or bylaws of the association or any law, rule,
supervisory order applicable to the association, or condition that the commissioner or the Savings
and Loan Section of The Finance Commission of Texas has imposed on the association by written
order or agreement; or has filed materially false or misleading information required pursuant to
Section 11.20 of this Act; :

“(2) a director, officer, employee, agent, or other person participating in the conduct of the
affairs of the association or a subsidiary or holding company parent, if any, of the association has
committed or is about to commit:

“C4) a fraudulent or criminal act in the conduct of the association’s, subsidiary’s, or holding
company’s affairs that may cause the association or a subsidiary to become insolvent or be in
danger of insolvency, or another act that threatens immediate or irreparable harm to the general
public or the association, its account holders, or creditors or to the subsidiary;

“(B) a breach of fiduciary duty, because of which the association or a subsidiary has suffered or
will probably suffer substantial financial losses or other damages or that would seriously prejudice
the interest of the holders of savings accounts or other security issued by the association;

“(C) a breach of an order or instructions of a conservator or supervisor in charge of the
association’s affairs;

“(D) a refusal to submit to interrogation under oath by the commissioner or the commissioner’s
agent with respect to the affairs of the association; or
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“(E) a material alteration, concealment, removal, or falsification of books or records of the
association or a subsidiary; or

“(3) the association is insolvent, is in imminent danger of insolvency, or is engaged in or is about
to engage in making loans or investments and the market value of the investments or the value of
the security for the loans is materially overstated, or the association has failed to maintain proper
books and records from which the true financial condition of the association or the state of its
affairs can be determined or has refused to authorize and direct a person having possession of the
association’s or a subsidiary’s books, papers, records, or accounts to permit the commissioner or a
duly authorized representative of the commissioner to inspect or examine them.

“Section 8.05. TYPES OF SUPERVISORY ORDERS; SERVICE: CONFIDENTIALI-
TY. (a) If the commissioner has reasonable cause to believe that one or more of the grounds for
intervention under Section 8.04 of this Act exists or is imminent, he may issue without notice and
hearing one or more of the following types of temporary supervisory orders to take effect when
issued that the commissioner considers necessary to correct and eliminate the grounds for
supervisory action:

“(1) an order to cease and desist from continuing a particular action or course of action, an
“order to take affirmative action, or both as necessary to correct the condition that is a ground for
supervisory intervention;

“(2) a removal or prohibition order suspending or prohibiting a director, officer, employee,
agent, or any other person participating in the affairs of the association from participating in the
conduct of the affairs of the association or another association subject to this Act;

“(3) an order requiring divestiture of control of an association obtained pursuant to Section
11.20 of this Act; or .

“(4) an order placing the affdirs of the association under the control of a conservator designated
in the order who may take possession and control of the books, records, property, assets, liabilities,
and business of the association and manage it under the direction of the commissioner.

“(b) A temporary supervisory order issued by the commissioner must contain a statement in
reasonable detail of the facts constituting the basis for the order.

“(c) Service of a temporary supervisory order may be by certified or registered mail or by
personal delivery by an agent of the commissioner. Service on an association is completed on
receipt of the order by an officer or director of the association. .

“(d) A temporary or final supervisory order and all notices, correspondence, or other records
relating to the order are confidential and may not be revealed to the public, except for good reason
by the commissioner, in a lawsuit or hearing under Section 8.06 of this Act, or by other lawful
order or authority. However, the commissioner may disclose the information to a department,
agency, or instrumentality of this or another state or the United States if the commissioner
determines that-the disclosure is necessary or proper for the enforcement of the laws of this or
another state or the United States.

“Section 8.06. HEARING ON TEMPORARY SUPERVISORY ORDERS. (a) A temporary
supervisory order becomes final and unappealable 15 days after the date on which it is issued
unless the association or a party affected by the order within that period requests a hearing before
the commissioner on the issue of whether the order should be vacated, made permanent, or
modified. The commissioner shall set the matter for hearing at the offices of the Savings and Loan
Department of Texas in Austin. The date set for the hearing shall be not earlier than 10 days or
later than 30 days after the date of the request.

“(b) The hearing shall be conducted as a contested case under the Administrative Procedure
Act. The commissioner may enter a final order that vacates the temporary order or makes it
permanent in its original or a modified form consistent with the facts found by the commissioner.

“(c) A temporary order may not be stayed pending a hearing unless the commissioner orders a
stay, and a final order may not be stayed pending judicial review unless the reviewing court orders
a stay for good cause.

“Section 8.07. ENFORCEMENT OF SUPERVISORY ORDER. (a) If the association or any
person designated in an order violates or is about to violate the order, the commissioner may apply
for injunctive relief in a district court in Travis County. A bond may not be required of the
commissioner with respect to injunctive religf granted. '

“(b) If an association or a person designated in a final order fails to comply with or otherwise
violates the order, the commissioner may, after giving notice, assess a civil penalty against the
association, the designated person, or both, in an amount not to exceed $1,000 each for each day of
the violation. The association may not reimburse or indemnify a person for all or part of the civil
penalty. In addition to any other remedy provided by law the commissioner may institute a suit Sfor
injunctive relief and for collection of the civil penalty in a district court in Travis County. A bond
may not be required of the commissioner with respect to injunctive relief granted.
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“Section 808, PLACING AN ASSOCIATION UNDER CONSERVATOR. (a) Before or at
the time of a hearing on an order placing an association under a conservator, the board of directors
of the association may present to the commissioner a plan to continue the operation of the
association in a manner that will correct or eliminate the grounds on which the order is based. If
the commissioner approves the plan or a modification of a plan, he shall vacate the order placing
the association under conservatorship conditioned on the approved plan’s being implemented and
diligently prosecuted.

“(b} If no plan for continuing operations of the association is approved by the commissioner, the
conservator shall continue to manage the affairs of the association under the direction and
supervision of the commissioner unless the order is otherwise modified or vacated by subsequent
order of the commissioner or as a result of judicial review.

“(c) The conservator and any deputy or assistant conservator appointed by the commissioner, on
behalf of and under the supervision and direction of the commissioner, shall take charge of the
books, records, property, assets, liabilities, and business of the association and shall conduct the
business and affairs of the association. The conservator shall undertake the removal of the causes
and conditions that necessitated the conservatorship. During the conservatorship, the conservator
shall make such reports to the commissioner as the commissioner requires. The conservator shall
take necessary measures to preserve, protect, and recover the assets or property of the association,
including claims or causes of action belonging to or that may be asserted by the association. The
conservator may deal with that property in the capacity of conservator and may file, prosecute, or
defend against a suit by or against the association if the conservator considers this action necessary
1o protect the interested party or property affected by the suit.

“(d) During the period of conservatorship, an officer, director, shareholder, employee, agent, or
other person participating in the conduct of the affairs of the association shall act according to the
instructions of the conservator and shall exercise only the authority that the conservator expressly
grants.

“(e) The commissioner shall determine the cost incident to the conservatorship, and this cost
shall be paid out of the assets of the association as the commissioner directs. .

“(f) Suit filed against an association or its conservator while a conservatorship order is in effect
must be brought in a court of competent jurisdiction in Travis County. The conservator may file
suit in a court of competent jurisdiction in Travis County against any perspn for the purpose of
preserving, protecting, or recovering assets or property of the association, inclugiing a claim or cause
of action belonging to or that may be assertedp by the association.

“(g) During the period of conservatorship or supervisory control under Section 8.11 of this Act, a
promise or agreement on the part of the association to make a loan of money that is not otherwise
unenforceable under Chapter 26, Business & Commerce Code, and is made before the order
imposing conservatorship or supervisory control is not enforceable against it unless the promise or
agreement or a memorandum of it is:

“(1) in writing setting forth the material terms of the loan and its repayment;

“(2) signed by a duly authorized officer or employee of the association and the person to whom
the promise or agreement was made; and

‘“(3) approved by the board of directors of the association.

“(h) The conservator shall serve for the period necessary to accomplish the purposes of the
conservatorship, If the association is rehabilitated, it shall be returned to the management of the
board of directors under terms that are reasonable and necessary to prevent recurrence of the
conditions that created the need for the conservatorship.

“Section 8.09. LIQUIDATION BY COMMISSIONER’S ORDER. (a) If it appears doubtful
to the commissioner that an association subject to a conservatorship order can be successfully
rehabilitated, the commissioner may set a hearing to determine whether the association should be
liguidated. Notice of the hearing shall be given not later than the 10th day before the hearing date
by certified mail to the officers and directors of the association and by publication in a newspaper
of general circulation in the county in which the principal office of the association is located.

“(b) If the commissioner finds that the association cannot be rehabilitated and that it is in the
public interest and the best interest of the savings account holders and creditors of the association
that it be closed and its assets liquidated, the commissioner may issue an order of liquidation
appointing a liquidating agent and dissolving the association. The corporate existence of the
association continues for three years after the day the order of liquidation is issued for the purpose
of adjusting and settling claims not disposed of during the liquidation. If necessary, the
commissioner may appoint a special liquidating agent for this purpose at the completion of the
liguidation.

“(c) Under the supervision of the commissioner, the liquidating agent shall:

; “(é) receive and take possession of the books, records, assets, and property of the association in
iquidation; -
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“(2) sell, enforce collection of, and liquidate the assets and property of the association in
liquidation;

“(3) sue in the name of the liquidating agent or in the name of the association in liquidation;

“(4) defend actions brought against the liquidating agent or the association in liquidation;
- “(5) receive, examine, and pass on claims against the association in liquidation, including
claims of members; :

“(6) make distribution and payment to creditors, stockholders, and members as their interests
may appear;

“(7) execute documents and papers and do other things that the liquidating agent considers
necessary or desirable to the liquidation;

“(8) give notice to creditors and members directing them to present and prove their claims, by
publishing the notice once a week in each of three successive weeks in a newspaper of general
circulation in each county in which the association in liquidation maintained an office or branch
for the transaction of business on the date it ceased unrestricted operations; and

“(9) from time to time make a ratable liguidation dividend on claims that have been proved to
the satisfaction of the board of directors or the liquidating agent or adjusted in a court of competent
Jjurisdiction and, after the assets of the association have been liquidated, make Sfurther liquidation
dividends on claims previously proved or adjusted, and for this purpose the statement of an amount
due to a claimant shown on the books and records of the association may be accepted instead of a
formal proof of claim on behalf of the claimant, but all claims not filed before payment of the final
dividend are barred, and claims rejected or disallowed by the liquidating agent are barred unless
suit is instituted before three months after the day of notice of rejection or disallowance.

“(d) The provisions of the Administrative Procedure Act relating to a contested hearing apply to

o

a hearing called by the commissioner to consider the question of liquidation of an association.

“Section 8.10. COMPLETION OF LIQUIDATION. A liquidating agent may be removed and
another agent appointed by the commissioner with or without cause. If a liquidating agent resigns,
dies, or becomes unable to serve for any reason, the commissioner shall promptly appoint another
agent, When the liquidation is complete, the liquidating agent shall certify that Jact to the
commissioner, who shall issue an order closing the liquidation.

“Section 8,11. VOLUNTARY SUBMISSION TO SUPERVISORY CONTROL. The board of
directors of an association may consent to the commissioner’s placing the association under
supervisory control. The commissioner may appoint the supervisor and one or more deputy
supervisors who have the powers of a conservator under Section 8.08 of this Act and other powers
established by agreement between the commissioner and the board of directors. The supervisory
control continues until the problems giving rise to the supervisory control are corrected. The costs
of the supervisory control shall be fixed by the commissioner and paid by the association.”

SECTION 10. Section 10.03, Texas Savings and Loan Act (Article 852a, Vernon’s Texas
Civil Statutes), is amended to read as follows:

“Section  10.03. REORGANIZATION, MERGER, AND CONSOLIDATION.
(a) Pursuant to a plan adopted by the board of directors and approved by the Commissioner fas
i to the members of the asseciation and a3 not unpeairing the usefulness
suecess of other properly eondueted asseeiations), an association shall have power to
reorganize or to merge or consolidate with another association or Federal association; provided,
that the plan of such reorganization, merger or consolidation shall be approved by a majority of
the total vote the members or shareholders are entitled to cast. Approval may be voted at either
an annual meeting or at a special meeting called to consider such action. 4 shareholder of a
capital stock association has the same dissenter’s rights as a shareholder of a domestic corporation
under the Texas Business Corporation Act. In all cases the corporate continuity of the resulting
corporation shall possess the same incidents as that of an association which has converted in
accordance with this Act. The home office of the association in the proposed merger possessing the
" largest assets shall be designated as the home office of the surviving association, unless otherwise

approved by the Commissioner.

“(b) Upon being presented with a plan of reorganization, merger, or consolidation, the
Commissioner shall give public notice of the proposed reorganization, merger, or consolidation in
the county or counties in which the associations participating in the proposed plan have offices and
give any interested party an opportunity to appear, present evidence, and be heard for or against the
proposed plan. The hearing shall be held before a hearing officer designated by the Commission-
er. If a protest is not received on or before the date of hearing, the hearing may be dispensed with
by the Commissioner or hearing officer. The provisions of the Administrative Procedure Act
applicable to a contested case apply to the hearing.

“(c) The Commissioner shall issue an order denying the proposed plan if the Commissioner
finds that:
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“(1) the reorganization, merger, or consolidation would substantially lessen competition or be in
restraint gf trade and would result in a monopoly or be in furtherance of a combination or
conspiracy 1o monopolize or attempt to monopolize the savings and loan industry in any part of the
state, unless the anticompetitive effects of the proposed reorganization, consolidation, or merger are
clearly outweighed in the public interést by the probable effect of the reorganization, merger, or
consolidation in meeting the convenience and needs of the community to be served;

“(2) in a merger or consolidation, the financial condition of either association would jeopardize
the financial stability of the other association;

“(3) the proposed plan is not in the best interest of the associations that are parties to the plan;

“(4) the experience, ability, standing, competence, trustworthiness, or integrity of the manage-
ment of the associations proposing the plan is such that the reorganization, merger, or consolidation
would not be in the best interest of the associations that are parties to the plan;

“(35) after reorganization, merger, or consolidation the surviving association would not be
solvent, have adequate capital structure, or be in compliance with the laws of this state;

“(6) the associations proposing the plan. have not furnished all of the information pertinent to
the application reasonably requested by the Commissioner; or

“(7) the associations proposing the plan are not acting in good faith. [In the ease of prier
COMIROR i ,bﬁeas&eemt—neﬂmt-hepfepeseémergerpessessmgthehfgeﬁmets
shell be desi as the home offiee: order of the Commissioner approving the

ization, or lidat any L i) i o OF

SECTION 11, The Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil Statutes)
is amended by adding Section 10.031 to read as follows:

“Section 10.03]1. MERGER OF SUBSIDIARY CORPORATION INTO ASSOCIA-
TION. (a) One or more corporations organized under Texas law may mergc; into an association
that owns all of the corporation’s capital stock, under a plan of merger adopted by majority votes of
the boards of directors of the association and each corporation.

“(b) An original and a copy of the articles of merger shall be submitted to the secretary of state
and the commissioner. The articles of merger must be executed by the president or vice-president
and a secretary or assistant secretary of the association and each corporation and must include:

“(1) the names of the association and each corporation;

“(2) a copy of the resolution of the association and each corporation adopting the plan of
merger; ‘ .

“(3) a statement of the number of shares of each class issued or authorized by each corporation;

“(4) a statement that all capital stock of éach. corporation is owned by the association; and

“(5) a statement incorporating the provisions of Subsection (f) of this section.

“(c) For a merger to be effective, it must be approved by both the secretary of state and the
commissioner. If the secretary of state determines that the articles of merger comply with
applicable law and that all fees and franchise taxes due from the corporation have been paid, the
secretary of state shall approve the articles of merger as provided by Subsection (d} of this
section. If the commissioner determines that the articles of merger comply with applicable law and
that the merger is in the best interest of the association, the commissioner shall approve the articles
of merger as provided by Subsection (d) of this section.

“(d) On approval of articles of merger, the approving officer shall:

*“(1) endorse on the original and copy of the articles of merger the word ‘filed’ and the date of
the approval; .

“(2) file the original articles of merger in the records of the officer’s office; and

“(3) issue and deliver to the association a certificate of merger to which is attached the copy of
the articles of merger. » o '

“fe) The merger takes effect when the latter of the required certificates of merger is issued.

“U) Following the merger, the merged corporation ceases to exist as a separate entity, and only
the association survives. The association assmes the rights and obligations of the corporation and
owns the property of the association. The articles of incorporation of the association are considered
amended to the extent that a change is stated in the plan of merger.

“(8) Section 10.03 of this Act does not apply to a merger under this section.”
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SECTION 12, Section 10.04, Texas Savings and Loan Act (Amcle 852a, Vernon’s Texas
Civil Siatutes), is amended to read as follows:

“Section 10.04. VOLUNTARY LIQUIDATION. At any annual meeting or any special
meeting called for such purpose, any association may by majority vote of its members or
shareholders resolve to liquidate and dissolve the association; provided, that before such
resolution shall take effect, a copy thereof certified to by the presxdent and the secretary of the
association, together wnth an itemized 'statement of its assets and liabilities sworn to by a
majority of its board of directors, shall be filed with and approved by the Commissioner. When
the Commissioner shall have approved such resolution it shall thereafter be unlawful for such
association to accept any additional savings accounts or additions to savings accounts or to make
any additional loans, but all its income and receipts in excess of actual expenses of liquidation of
the association shall be applied to the discharge of its liabilities. The board of directors of the
association, under the supervision of the Commissioner and in accordance with a plan of
liquidation approved by him, shall thereupon proceed to liquidate the affairs of the association
and reduce the assets thereof to cash for the purpose of paying, satisfying and discharging all
existing liabilities and obligations of the association, including the withdrawal value of all savings
accounts, the balance remaining, if any there be, to be distributed pro-rata among the savings
account members of record on the date of adoption by the association of the resolution to
liquidate In the case of a capital stock association, any assets remaining after liabilities and
obligations have been fully paid and satisfied, including the withdrawal value of savings accounts,
shall be distributed among the shareholders according to their liquidation rights [3 previded;

s that if the asseeiation be ope whese bylaws provide for the issuenee of
Reserve Fund Sleeek and sueh asseetaaen has issued and has eutsiaﬂd-mg
ot o e i T eaore sehoe o sl samims et
been folly pmd and satished; value of all savings aceounts; shall
bedtsfﬂbatedamengtheheldemefwehsteekmprepe&mtetharsteekholdmg] All
expenses incurred by the Commissioner or any of his representatives during the course of any
such liquidation shall be paid from the assets of the association. Upon completion of liquidation,
the board of directors shall file with the Commissioner a final report and accounting of such
liquidation. The approval of such report by the Commissioner shall operate as a complete and
final discharge of the board of directors and each member in connection with the liquidation of
such association.”

SECTION 13. Section 11.12, Texas Savings and Loan Act (Article 852a, Vernon's Texas
Civil Statutes), is amended to read as follows:

“Section 11.12. JUDICIAL REVIEW. Judicial review of an act, order, ruling, or decision of
the Commissioner or of a rule adopted under this Act is as provided by the Administrative
Procedure and Texas Register Act (Article 6252-13a, Vernon’s Texas Civil Statutes). [Any party
with the matter thereof who i with

“[(-1-)¥enne=(a) ferremwef&femevalerdereﬁtered te
sorl? wmm oo %MMWM
against the Commissioner; a3 defendant; eeur%ef%me@euﬁt-rerm

“[(b)llreeeedmgsferfeﬂewefet-heraets- ru-hﬂgserdeemeﬂsefthe
Gemmwsnenerereﬁanymleerregal&henpremulg&tedby Gommissioner and the
Building end Lean Seetion of the Finanece Gommission may be instituted by filing @
petition as in e eivil action generally egainst the Gommissioner; as defendant; in a
distriet eourt of Fravis Gounty and not elsewhere:

«“ %meferﬁhﬂg- petition for judieial review be filed within thirty
&ayg(?&enhe wdg:yru}mgerdemef@heeemﬂgfmmﬁnalereherﬂ?gz

“ Eﬁfereemeat—&’lhe&kngefepe&heaferrewewsha}lmemel{ the
[@eftheaet—erdefmhng- erf&leerregu-leﬁeneempimedeﬁsszt-he
the reviewing ma-yeréer stay upon appropriate terms and if o

Gemmissioner or
s@ayﬁsegr&ntedneeupersedeaebendsha!}berequned-
“[(4) Serviee of Rroeess: @hepe&heafenewewshaﬂbesewedent-he@emmener

of reeerd in any hearing before the Gommissioner in respeet to the
m&&e&-ferwmes ﬁ%ught&r&p&hthe@ﬁmmmmabne#bhema&erfer
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wh&ehreﬁewisseﬁght,isemleerfegah&eﬂpfemalg&teémeemeeheﬁwﬁbehe
tthi itted for filing an answers sha&leer&fyﬁebhe
Distriet Court in whieh such petition is filed thereeeréef%hepreeeedeﬂi
mqlheeestefprepaaﬁgmdeemfﬁﬁgsueh paxeltet-he
by the petitioner and taxed as part of the eost in the ease; to be paid as
directed by the eourt upen final determination of said eause:
“[@M@%erewewef&aeréermaeéméa%eﬁe&&%&eﬂhﬁm%be

tried th the same manner 89 eivil aetions generally and the perty shall be
entitled to a jury: The trinl shall be governed by the sules of eivil and ol faet
issues mnterial to of sueh order shall determined de nove en the

preponderanee
relevaﬁtaﬂdeempeteateﬂdeneeshaﬂbeadmmxbleferefagamsﬂheefder

“[(b) The review of any other aeck; order; ruling or deeision of the Commissioner or of
mﬂgﬁr%*&ﬂ%mw&emmgmmmmmm

%heeempeteatew&eae&b&taeeﬁéeneeshaﬂbeaémw&blewhneh
was rot adduced at the hearing on the matter before the Gemmissioner or officially

ﬂoheedméhereeeréefsuehheaﬁﬁg—

“[(6) Burden of Proof and The burden of shell be on the plain/
i i B s et b L e e o
the Commissioner for further proecedings:

“[é?)ﬁppe&!s—ﬁppea%sfremaﬁyﬁﬁa{' maybetﬁkeabyerbher in the
for in eivil bond shell be of
gﬁ;ﬂaerpreﬂéeé]”m aetions but ro appesl feqaﬂeé

SECTION 14. Section 11.16, Texas Savings and Loan Act (Article 852a, Vernon’s Texas
Civil Statutes), is amended to read as follows:

“Section 11.16. PENALTY FOR FAILING TO COMPLY WITH LAW. Any association
knowingly violating the provisions of this law or failing to comply with the provisions of this law
or any valid rules or regulations made thereunder may be required by the mmlssmner to pay
not more than One Thousand Dollars ($1,000) {from Eive
Dellars ] per day to the Savings and Loan Department of Texas [gg;a-mrsmener] for each
day it 5o fails after lawful notice of the delinquency by the Commissioner. The Attorney General
is authorized to file suif for the collection of such penalty upon certification by the Commissioner
of the failure or refusal of such association to remit the penalty assessed by him.”

SECTION 15. Section 11.17, Texas Savings and Loan Act (Article 852a, Vernon’s Texas
Civil Statutes), is amended to read as follows:

“Section 11.17. FALSE INFORMATION; PENALTY FOR SUPPRESSING EVI-
DENCE. (a) Any person commits an offense if the person for the purpose of influencing the
actions of an association or its employees, .agents, or representatives or for the purpose of
influencing the actions of the Savings and Loan Section of The Finance Commission of Texas, the
Commissioner, or employees, agents, or representatives of the Savings and Loan Department of
Texas, knowingly:

“(1) removes, mutilates, destroys, or conceals a paper, book, or record of an assoc:atlon or of the
Commissioner or the Savings and Loan Department of Texas for the purpose of concealmg a fact
or suppressing evidence;

“(2) makes, passes, alters, or pubhshes a false, counterfeit, or forged instrument, paper,
document, statement, or report to an association or to the Commissioner or the Savmgs and Loan
Department of Texas; or

“(3) overvalues land, property, securtty, an asset, or income in connection with a transdction
with an association.

“(b) An offense under this section is a felony punishable by a fine of not more than One
iiu;:dred Thousand Dollars ($100,000), zmprzsonmeenft for not more than 10 y:;:;, A::

o) officer; director; employee or agent of any assoeiation subjeet teo
Eerthepufpeseefeenee&kngeﬁy faet or suppressing ey evidenee against himself
y other abstracts; removes; mutilates; er seeretes
WW@M%%W&&%G@WM%W'@W
eﬁafebnyaaéupeﬁeeﬂweheﬂfherefershaﬂbepuaﬁhedbyeeﬁﬁnememmehe%
Whawﬁdm%%m%wmw%ﬁw@w}”

SECTION 16. Section 11.18, Texas Savings and Loan Act (Article 8523, Vemon s Texas
Civil Statutes), is amended to read as follows:
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“Section 11.18. DISCLOSURE [OF EXAMINERS]--PENALTY. The Commissioner and
any examiner, inspector, deputy, assistant or clerk of the Savings and Loan Department of Texas,
appointed or acting under the provisions of this Act, failing to keep secret any facts or
information regarding an association obtained in the course of an examination or by reason of his
official position, except when the public duty of the person requires [sueh offieer ired him
to report upon or take official action regarding the effairs of the esseeiation se
examined), or who wilfully makes a false official report as to the condition of such association,
shall be removed from fhis pesition e¥] office or further employment with the department [and
shall be fined not mere than Five Hundred Dollars ($500); or imprisoned in the eounty
jail for net mere then ene () year; or beth] Reports of examinations made to the
Commissioner shall be regarded as confidential and not for public record or inspection, except
that for good reason same may be made public by the Commissioner, but copies thereof may [;

of the asseeiation;] be furnished to the Federal Home Loan Bank Board or to
the Federal Home Loan Bank for the purpose of meeting the requirements of the Federal Home
Loan Bank Act. Nothing herein shall prevent the proper exchange of information relating to
associations and the business thereof with the representatives of savings and loan departments of
other states or to any other department, agency, or instrumentality of this or another state or the
United States if the Commissioner determines the disclosure to be necessary or proper for the
enforcement of the laws of this state, another state, or the United States [; but in no ease
prvate bust or aHfairs of any individusl assoeiation be diselesed]. Any official violating
any provision of this Section [; in addition to the penalties herein provided;] shall be liable,
- with his bondsmen, to the person or corporation injured by the disclosure of such secrets. Unless
otherwise provided by this Act, the [Fhe] foregoing provisions shall not apply to any facts or
information or to any reports of investigations obtained or made by the Commissioner or his
staff in connection with any applications for a chartet under this Act or in connection with any
hearing held by the Commissioner under this Act, and any such facts, information or reports
may be included in the record of the appropriate hearing. Notwithstanding the foregoing, the
Commissioner shall report promptly to the Savings and Loan Section of the Finance
Commission when either a cease and desist or removal order [under Seetions 833 and 834 of
this ertiele] has been issued to an association or a person. The Commissioner shall furnish such
information about the association or the person as the section members shall require in executive
session.”

SECTION 17. Subsections (a) and (f), Section 11.20, Texas Savings and Loan Act (Article
852a, Vernon’s Texas Civil Statutes), are amended to read as follows:

“(a) A change in the control of an association may not take place unless an application_for
approval of the change of control has been filed with and approved by the commissioner. [Ne
person may tequire eny voling seeurity of a savings end lean association or of eny
corporation or other entity ewning voling seeurities of a savings and loan asseeiation i

after the aeguisition; the person would own or pessess the power to vote 25 or
mere of the vot seeu&ﬁesef%heaeseeieﬁenualessaa:she&t—ienis' with the
provided by this seetion:]”

“(f) If the commissioner issues an order denying an application, the applicant is entitled to a
hearing if he requests one in writing not later than the 30th day after the day the application is
filed or the 15th day after the day the application is denied, whichever date is later. After
hearing the matter, the commissioner shall, within 30 days, enter a final order either affirming
his denial or withdrawing his denial of the application. An applicant may not appeal the
commissioner’s denial of an application or order affirming his denial until a final order is
entered.. Any applicant shall have the right to appeal the final order only to the district court of
Travis,County, Texas, against the Savings and Loan Commissioner of Texas as defendant.
action shall not be lmited to questions of law and the substantial evidenece rule not
apply; but the aetion shell be tried end determined upen a trial de nove te the seme
extent as now provided for in the ease of an eppeat from the justice eourt to the eeunty
eourt:) Either party to the action may appeal to the appellate court having jurisdiction of the
cause, and the appeal shall be at once returnable to the appellate court having jurisdiction of the
cause and that action shall have precedence in that appellate court over all causes of a different
charactey pending in that court. The commissioner shall not be required to give any appeal bond
in any cause arising under this section. The filing of an appeal under this section shall not stay
the order of the commissioner adverse to the applicant.”

SECTION 18. Section 11.20, Texas Savings and Loan Act (Article 852a, Vernon’s Texas
Civil Statutes), is amended by adding Subsection (m) to read as follows:

“(m) The Commissioner may, when it appears that a change in control may have taken place
without prior approval, call a hearing to determine whether there has been in fact a change in
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control or whether unauthorized persons or corporations having no apparent ownership interest in
* the association, acting alone or in concert with others, effectively have indirect controlling or
dominating influence over the management or policies of an association and, if so, whether an
order that requires a divestiture of that unapproved or indirect control or other appropriate
supervisory order should be issued.”

SECTION 19. Chapter 11, Texas Savings and Loan Act (Article 852a, Vernon’s Texas Civil
Statutes), is amended by adding Sections 11.22 and 11.23 to read as follows:

“Section 11.22. EMERGENCY CLOSING OF ASSOCIATIONS. (a) If the officers of an
association determine that an emergency exists or is impending that affects or may affect the
association’s offices or operations, they may, in the reasonable and proper exercise of their
discretion, determine not to conduct the involved operations or open the association’s offices on any
business or banking day or, if the association has opened, to close the offices or suspend and close
the involved operations during the continuation of the emergency. The office or operations closed
shall remain closed until the officers determine that the emergency has ended and for additional
time reasonably required to reopen. However, an office or operations may not remain closed for
more than 48 consecutive hours, excluding other legal holidays, without the approval of the
commissioner. An association closing an office or operations under this section shall give the
commissioner as prompt notice of its action as conditions will permit and by any means available.
. “(b) For the purposes of this section, ‘emergency’ means a condition or occurrence that may
interfere physically with the conducting of normal business at the offices of an association or of
particular association operations or that poses an imminent or existing threat to the safety or
security of persons, property or both. Without limiting the generality of the foregoing, an
emergency may arise as a result of fire; flood; earthquake; hurricane; tornado; wind, rain, or
snowstorm; labor dispute and strike; power failure; transportation failure; interruption of
communication facilities; shortage of fuel, housing, food, transportation, or labor; robbery or
burglary or attempted robbery or burglary; actual or threatened enemy attack; epidemic or other
catastrophe; riot; civil commotion; and other acts of lawlessness or violence, actual or threatened.

“(c) Any day on which an association, or one or more of its operations, is closed during all or
part of its normal business hours under this section is a legal holiday for the association to the
extent it suspends operations. Liability or loss of rights does not arise on the part of any association
or a director, officer, or employee of the association from a closing authprized by this article.

“(d) This section shall be construed and applied as being in addition to dnd not in substitution
Jor or limitation of any other provision in this Act or other law of this state or of the United States
authorizing the closing of an association or excusing the delay by an association in the performance
of its duties and obligations because of emergencies or conditions beyond the association’s control,
or otherwise.

“Section 11.23. AUTHORIZATION OF DERIVATIVE SUITS. (a) The commissioner may
bring a derivative suit in the right of an association based on an unpursued cause of action if:

“(1) the commissioner has determined that the association has an unpursued cause of action
and that suit on that cause should be brought to protect the interest of the association, the
shareholders, members, or creditors of the assgciation, or the public interest; and

“(2) the association has not brought suit on the cause before the 31st day after the date on which
the commissioner gives notice to the association that the suit should be brought.

“(b) Venue of the derivative suit, unless venue is mandatory, is in a district court of Travis
County.

“(c) The commissioner may employ legal counsel to bring and prosecute the derivative
suit. The commissioner may pay the counsel from funds appropriated for the operation of the
savings and loan department or may require the association for which the suit is brought to pay the
counsel directly or to reimburse the savings and loan department for the payment. An amount
equal to the amount of the proceeds of a judgment on the suit, less unreimbursed costs and
expenses, including attorney’s fees, incurred by the savings and loan department in prosecuting the
sutt, shall be paid to the association.”

SECTION 20. Sections (b) and (e), Article 5, Chapter II, The Texas Banking Code of 1943
(Article 342-205, Vernon’s Texas Civil Statutes), are amended to read as follows:

“(b) The Savings and Loan Commissioner, sabject to the approval of the Savings and Loan
Section of the. Finance Commission, shall appoint one or more Deputy Savings and Loan
Commissioners, one of which shall be designated by the Savings and Loan Commissioner to be
vested with all of the powers and perform all of the duties of the Savings and Loan
Commissioner during the absence or inability of the Savings and Loan Commissioner. A Deputy
Savings and Loan Commissioner shall have had practical experience in a savings and loan
association doing business in this State or experience in the Savings and Loan Department in this
State. The Savings and Loan Commissioner may also appoint a Hearing Officer or Officers [;
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whe shall be full imme employees of the Savings and Loan Department;] to conduct such
investigations. or public hearings as may be required by law of the Savings and Loan
Commissioner. The Hearing Officer or Officers shall be vested for the purpose of such
investigations or public hearings with the power and authority as the Savings and Loan
Commissioner would have if he were personally conducting such investigation or public hearing,
provided that the Hearing Officer or Officers shall not be authorized to make any order upon the
final subject matter of such investigation or hearing; and provided, further, that the record of any
investigation or public hearing conducted before the Hearing Officer may be considered by the
Savings and Loan Commissioner in the same manner and to the same extent as evidence that is
adduced before him personally in any such proceeding. The Savings and Loan Commissioner
shall also appoint Savings and Loan Examiners. Each Deputy Savings and Loan Commissioner,
the Savings and Loan Examiners, each Hearing Officer, and all other officers and employees of
the Savings and Loan Department shall receive such compensation as is fixed by the Finance
Commission which shall be paid from the funds of the Savings and Loan Department.”
“(e) The rule-making power of the Savings and Loan Commissioner and the Savings
Building] and Loan Section of the Finance Commission shall not be exercised unless notice of
the terms or substance of the proposed rule or regulation or amendment to existing rules or
regulations has been given to all associations subject to regulation hereunder by [eertified] mail,
and, if within twenty (20) days after issuance of such notice, as many as five (5) associations
‘request a hearing on such proposal, a public hearing shall be called by the Savings and Loan
Commissioner at which any interested party may present evidence or argument relating to such
proposal. After consideration of any relevant matter available from the files and records of the
Savings and Loan [Bandng] Department or presented at any such hearing, any rule, regulation
or amendment approved and adopted pursuant to such hearing shall be promulgated in written
form and the effective date thereof fixed by the order of adoption and promulgation.”

SECTION 21. The importance of this legistation and the crowded condition of the calendars
in both houses create an emergency and an imperative public necessity that the constitutional
rule requiring bills to be read on three several days in each house be suspended, and this rule is
hereby sugpended and that this Act take effect and be in force from and after its passage, and it is
$0 enacted.

Passed the Senate on May 16, 1985, by the following vote: Yeas 31, Nays 0; passed the
House on May 25, 1985, by a non-record vote.
Approved: June 3, 1985

Effective: August 26, 1985
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