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January 4, 1979 Introduced and referred to

Committee on Business and
Industry.



46th Legislature

10
11
12
13
14
15
16
17
18

19

21

22

23

25

LC 0145701

HOUSE BILL NO. __/8
INTRODUCED 8Y _MENAHAN

A BILL FOR AN ACT ENTITLED: "AN ACT PROVIDING FOR THE
INCORPORATIONs MANAGEMENT. OPERATIONs AND REGULATION OF
STOCLK SAVINGS AND LOAN ASSOCIATIONS; PRESCRIBING THE PUWERSe
DUTTESe AND LIMITATIONS OF SUCH ASSGCIATIONS; PROVIDING F'R
THE CONTINUATION OF EXISTING MUTUAL SAVINGS ANN  LOAN

ASSOCIATICNS: AND PROVIDING AN IMMEDIATE EFFECTIVE DATE.™

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

Section le« Definitionse As used in [this act]e the
following definitions apply:

{1) ™Association™ means a savings and loan association
or a building and loan association subject to the provisions
of [this act]le

{2) =Cowmbination home and business structure®™ means a
building or buildingss including residences for not more
than four familiessy which are used in part for business
purposess if the residential wuse of such building is
substantial and permanentsy Tnot merely transitory. The
business use may predominate.

{3} ™“Deposit™ means that part of the savings liability
of an association which is credited to the account of the

holder thereofe.

10

1

12
13
14
15
16
17
18

19

23

24

25

LC 0145701

(%)} *™=Department™ means the department of business
regulation.

(5) ™Clirect-reduction loan®™ means a loan repayable in
consecutive monthly instalimentsy equal or unequale
beyinning not later than 60 days after the date of the
advance of the 1loany sufficient to retire the debts
interesty and principal within 30 vyears; but the initial
loan contract shall not provide for any subsequent monthly
installment of any amount more than 50X 1larger than any
previous monthly installmsente

{6) "Dividend"” wmeans that part of the net earnings of
an association which is declared payable by the board of
directors tc the holders of permanent capital stocke

{7T) "fForeign™, used in connection with an associations
companys OrF corporations means an associations companys or
corporation organized or incorported under the laws of some
government other than that of Montana.

{3) “Gross income™ means the sum for an accountincg
period of the following:

{a} operating income;

(b) real estate incoeme;

(c) all profits actually received during such
accounting period from the sale of securitiesy real estates
or other property;

{d) other nonrecurring income.

-2-
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(9) “Home® maans a dwelling or dwellings for not more
than four familiesse the principe)l wuwse of which is for
residential purposess including a home on a farme

(10} “Home l1o0an® seans a real estate losn the security
for which is home propertys

(11) "Home property™ mseans real estate on which there
is located or wil) be locatede pursuant to o home: loans a
heme or combination home and business strutture.

{12} "Impaired condition™ means » condition in which
the assets of an associstion do not have an aggregate value
equal to the aggregate amount of liabilities of the
association to its creditorse imcluding its savings
depositors and 311 other persense.

{13) *laproved real estste™ means rwal estate on which
there is a structuree or building Yots or sites whichs by
reason of installations and improwvesaents that have bheen
completeds are building Jlots or sites ready for building
construction thereons

{18) “insured association®™ means an association the
savings accounts of which are insured wholly or in part by
the federal savings and loan insurasnce corporation.

{15) "Intcrest™ means that part of the net eirning s of
an  association which is declared payable fros time to time
by the board of directors on savings accounts of investment

certificates and which represents the prisary cost of

10
1
12

1%
15
ib
17
18
i9
20
21

22

24

F&

HE DINRFNY

securing and ssintaining savings Fuads for an  aSsBCiatibne

{16} {2} “Inyestment certificate” WoINE SRy
certificake or contracte @ithesr peid yp or purchasable on an
instaliment basiss which is issuved Fer the purpese bof
previging » sesns of investment or sevings.

th)} Aan accumulative investeemt certificate is an
investment certificate neat full-paid and withaut an
expressed date of esaturitys upen which the holder has the
aptisn of meking payments at such times and in such ameunts
as the holder clacts and a3s the asgociatien permits.

{cy A full-paid investment certificate is an
investment certificate, with or withowt an expressed date of
maturitys for which the asssciation has received the
principal amount at or prier to the time of the issuance of
the certificates

(8) A sinimum-term investment certificate is amn
investment cartificate for which the asseciatien has
received a single payment equal o the princioal ambunt
thereof and shich has 3 date expressed therein befare which
notice of intention to withdraw canRot be givemn or which
requires written netice from the holder te the association
for a period specified therein befere the expiration of
which period notice 8f intenation 1o withdraw cannet be
Qivens On and 3fter such date or upbn and after the

expiration of the specified period following written naotices
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each certificate ceases to be a minimumterm investment
certificate and becomes a full-paid investment certificates
subject to the same withdrawal rights and restrictions as a
full-paid investment certificate.

(17) ™Merger™ means that consolidation of corporate
structures which results in the uniting of substantially all
the assets and liabilities of one state-chartered
association with those of another such association or with
those of a federal associatione

(18) "Net earnings® me ans gross income for an
accounting period less the aggregate of the following:

{a) operating expenses;

{b) real estate expenses;

{c)y all losses actually sustained during the
accounting period from the sale of securitiesy real estates
or other property or such portion of the losses as shall not
have been charged to reservess pursuant to the provisions of
[this act]:

{d) all interest paid or due but ungaid on borrowed
noeney;

(e} other nonrecurring charqjes.

{19) (a) “dperating expenses®™ means 31l expenses
actually paid or due but unpaid by an association during an
accounting periods excluding the following:

{i} real estate expenses;
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tii} interest on borrowed money;

{iti) other nonrecurring chargess

(b) That portion of prepaid expenses which is not
apportionable to the period may be excluded from operating
expensesy  In which event operating expenses for future
pericds shall include that portion of the prepaid expenses
apportionable theretoe.

(26) "“Operating income®™ wmeans all income actually
received by an association during an accounting period,
excluding foreclosed real estate income.

{21} *0Other real estate l1can™ means 3 real estate toan
the security for which is improved real estate other than
home property.

(22} ™Real estate expenses™ means all expenses actually
paid or due but wunpaid in connection with the ownerships
maintenances and sale of real estates other than office
buildings or buildings and real estate held for investments
by an association during an dsccounting periods excluding
capital expenditures and losses on the sale of real estates

(2Z3) "Real estate income®™ means all income actually
rcceived by an cssociation during an accounting periow from
real estate owneds other than from office buildings or
buildings and resl estate held for investments excluding
profit from sales of real estate.

(24) ™Real estate loan®™ means any loan or ather

—6-
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ST TRUSTEY Ty resll ety WhRWEWEY im fee BY W 3
TedERNENS SHTORGIHG T TerewEdlc dotomst ically Tar a pemind
BF M Tesst 0 wearss or any Transsrtion eut Hf ehich a lien
or cIDMN i's CreWted WMPIWEL Tanl SELHCDe

(2% "eqolsy  leawking ared” weans the state of Mowtamas
and any s@dTional sree fooated witthin o Tadius oF ¥ wiles
from the hwowe office or W Tull-gervice Dbramch of an
-FEGOC iAoy WheEUKeY withven Br without The States

(26) "Wosidenwtiad PYUPETty® wesms 8 buibdiwg or
‘Bui LFEngs the resioemtiel ove of which is substantial owd
permsment and not werely trawsitorye

(27) "Savings asccount™ wmemans that part of the sawings
Viabitiry of the ageuceisthkon which is credited to the
account of ¥ depesitor thereof.

28} "Sawings 1isbilety™ Wwoans the aggregate awount of
Savings accountse Fmcludieng irfter. st  cresited to such
accountsy 1ess withorowrts.

129) "Service office™ wmeans any office or other place
of business in this state operdted by one or wore -savings
and loan asseciationse ofher thdan the orincipal office or
branch of an associgtion -Where activities are confiner to
processing and Storen; data and  recordsy  3CCOUNting,
printings storing of suppliess -and such otherr activitios as
the ddpartmgnt shskl appreve which invokve o personsyl
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asEeCHiotion Shall ‘e &l  pagewesshs ghich  aene  dwnistialily
rogedwed at o serwviGe offices Taoher than at the princips)
office or Browch of the asssoci:ations made by sl  erhy and
divecee 40 a post-office box and met to tiwe sddress or
locatien of the service office. The departasmt wmay reoquire
that an asseociatioms mame not be displayed at or near a
‘service off.ice.

() “Short—verem Toan” geens @ direct-reductian ‘kean
Por ¢ ters of 3 years or lLastse

f31) *Unimprewed real property™ -mesas any real proparty
which has not ‘been .mpreved by installatiens or improvements
For ‘beitding Lats or sites and oen which no structures hawve
peen duilt or placed.

32} "hirthor anal salkue” eecans the asownwt credited to 2
savings accowwt Fess Tawfwl deductions -therefrome as .shown
‘by the wecords -of the assocCbation.

Section 2. Yowmirn RSy atdon by departmont .. The
department shall adwinkster the prowksions of [Hrks actle. Tt
gshall make *he decisions and determinatinngs, and enter the
conscmMts and orders .mecessary Or reasondblky  apprapriate  tn
accomplish *he pmrooses ~f [ekRis actle Nothing #n fthis
@ct] shall e censtryed tc sravent an association er person
affected by any orders rulings oroceedinagy Ir action of the

department from testiéng the waltidity «F rhe etion in -any

-8-
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court of competaent jurisdiction through injunctions appeals
errores or other proper process or proceedings w®andatory or
otherwise.

Section 3. Prohibition against interest in
associationss indebtedness -- exception -- termination of
prohibited interest or relation. {(l) Except as provided in
subsection (2)s the director of the department and any
deputys attorneys examiners accountantes or appraiser
appointed or employed by the director may not:

(8) be interestedsy directly or indirectlys in any
associationj

{b} be or become indebteds directly or indirectlys as
borrowers endorsery suretys or grantor or sell or otherwise
dispose of any loan or investment to any association under
the department®s supervision or subject to the dJdepartaant's
examinatione

(2) The director and any deputyy attorneys examiners
accountantes or appraiser appeointed or employed by him may
establish and maintain savings deposits with associations to
the maximum insured amounty receive interest on their
depositss and borrvow money secured by 2 pledge of their
depositse

{3) If the director or any deputys attorneys examiners
accountants or appraiser appointed or employed by him has an

interest or relationship prohibited by this section at the
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time of his appointment or employmente he shall terminate it
within 120 days after the date of his appointeent or
employmente

Section 4« Department®s duty to maintain and provide
records and reportse The department shall:

(1) keep in its office:

ta) for no less than 5 yearss every report sade by an
association;

{b) in a permanent filey the original application of
every association;

{c) other administrative documents in the manner

‘provided by law or by appropriate regulationse

{2) provide a complete stencgraphic record of every
hearing and proceedin) conducted by it and maintaine for no
less than S yearss a transcript of the hearing or
proceedings together with any reogulations ordere decisions
detcrminations or consent entered in connection with the
heariny or proceedinge

Section S5« Information confidential -- exceptions. ATl
information and data required by the department to be
furnished to it under [this act] or which may be otherwise
obtained by ity including information and data relative to
earnings or revenue of an existing association or an
applicant for a permit or licenses shatl be confidential and

shall not be revealed in whole or in parts exceptr
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A1  in the course of the necessary agdministration of
[this act):

(2) wupen ‘the lawfid order of a court of competent
jurisdictions

Section 6. Biennial report of department -~ content -
distributions (1)} The dapartmsent shalls before September 1
of each even-numbered year for the biennium ending June 30
of such years report to the governor. The report shall:

{a) show the condition of all associations reporting
to or examined by the department;

(b} be accompanied by 2 detailed statement of atl
money received by the department since its tast report and
the disposition of such money.

(2) Copies of the reports shall be furnished to each
association licensed under the provisions of [this act]e

Section 7« Rulese The dapartment may establish such
rules as may DbDe reasonable or necessary to-carry out the
purposes of fthis act]s in accardance with the provisions of
the Montana Administrative Procedure Act.

Section B« Appeals to director —— hearing ~—— rewiew by
district courte {1} Any association agyrieved by any action
of the department or by its failure to act under the
provisions of [this act] may appeal to ‘the director. The
association shall +file a .written statesent of objections

within 30 days after the action of the department or after
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its failure fo acte

A2} Mishin 10 days afitar the finliag of such statamsent
of pbjectionse the directar shall fix a date €ar a hearing
o6 the apjectionss Hridtean notice shall be giman as provided
far contestad cases umler -the Montana Administrative
Procedure Act. The date of .the ‘hearing shall be not earliar
than 15 days or later .than 310 days after the date of the
notice wnless the directar determines that an .earlier
hearing is necessary or advisables Upgn written agreement
betwaen the partiess the director may extend the time for
the hearing to the time agreed upan by the partiess

{3} Upon the .conclusion of the hearings the director
shall determine the factse. The diractar shalls in writings
eithar approves disapproves or .modify the action .of .the
department or approve or disapprowe of .kts failure to act.

{4} The . dirsctaor®s written findings and gecision are
subject to raview by -the district court as prorvided \in Title
2y chiapter 4» part 7.

section 9. .Injunctions -~ restraining ordars. The
departsent may cause sppropr. te Yoyal action to .be staken
the déistrict court of any county to secure an anjunctiop or
grder xastraining a violation of any pravision of [the
Bct:]e

‘Section (10. -Noticas hy depactment —— requirapents —

marlinge AP noticac ha'? e o Taimte - V) pottcas dsguer
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or required to be issued.by the department shall be sent by
registered or certified mail and shall become effective upon
deposit of the notice in the maile

Section l1l. Amendment or alteration of licenses by
department -- appeals. The department mays for reasonable
cause and upon 15 days® notices amend or alter any license
issued by ity but the association may appeal the order of
the department in the manner provided in {this act].

Section 12. Deposit of money collected -
expenditures. {1} ATl feesy charges for expensessy
assessmentss and other money collected under the provisions
of [this act] from foreign and dowmestic associationse
companiess and corporations governed by [this act] shall be
paid into the general fund in the state treasurye

(2) The compensation provided for by [this act] and
all expenses incurred under [this act]) shall be paid from
the general fund in the state treasury by direct leqislative
appropriations

Section 13. Annual report —— form and content — fee
-— penaltyes (1) Each foreign or domestic associatione
companys or corporation doing business in this state shall
file annually with the departments on or before March 1ls 2
sworn statement in two sectionse.

{2) {2) One section of the annual report shall

containe in such form and detail as the department may
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prescribes the following:

(i) the amount of authorized capital by classes and
the par value of each class of steck;

(ii) a statement of its assets and liabitities at the
close of its last fiscal year;

{iti) salaries paid to each of its officers and to its
manaygery if anys during its last fiscal year;

{iv} the total of its liability to savings depositors
at the close of its last fiscal year;

{v} any other facts which the department may require.

{d) This section of the annual report shall be

‘furnished in duplicates with one copys duly certifiede to be

returned to the reporting organizationes whichy with the
cxception of subsection {2)}{a){iii)s shall be published at
teast two times 1in some newspaper having a generatl
circulation in the county in which the association maintains
an offices Publication shall be completed on or before May
1+ and proof thercof shall be filed in the office of the
department.

{3) One section of the annual report shall contain
such other information as the department may requiree This
section need not be published and shall he treated by the
department as confidentiale.

(4) Every association shall be required to pay to the

Jdepartment for supervision and examination:

-1
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oy am amsual fes of 200 far each home offfice and an.
anmial sssessment on its tots)l assets.s computed per $£L.00C
as of Decewber 31 of the preceding years at the rate of 13
cents per 5L+800 of total assets;

b} an anmuadl fee of %08 Fer cach branch ofifice.

£5) The department shall detersine from the annual
statement the amount dus frem each asseciatiom and shall
submit 3 bill to the associatiam for the amount by Mapch 15.
A penalty of 10X of tha fea payable sha¥l be charged for
each month or part thereof that the fees are not paid after
hprit 15 of each yeare.

(6) A1l sums received by the department shall be
delivered to the state tkreasurer and paid into the state
general funde

Section i4. Department autharized to require further
information. Each foreign or domestic dssociations compsnys
or corporation shall supply to the department at any times
upon demands any infarmation which it may require as to the
association®s conditione affairss or methodss

Section 15. MHearingss investigations» and examinations
by department. (1} The department is authorized to conduct
or cause to bc conducted such hearingse investigations.s or
examinations of the books and recordss wherever they may hes
relating to the affairs of such organizetions as it

considers expedient and in aid of the praoper administration
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of the prowisions of [Whis actn

2% I connectien. wigh ¥he. conduct of 3Ry MRALERIN
iAv2st ¥gatHome OF examinatioRa the departmest on other
persan designated by it %0 conaduct the same shalkl have pomer
to:

{a) compel the attendance of any person by Ssubpossas

b} administer ocaths:

(c) examinge any persen under oash concerning the
business amd conduct of affairs of any association subject
to the provisions of [this act] aads pursuant theretos %o
require the preductien of any bogkss PAPers: Fecordss moneys
and securitkies relevast to the inguiry. Aoy willful false
swearing is per jury amg shakl be punishable as suche

Sectiga ibe Procedure when person sefuses 10 attends
testifye or produce bogks or papers segquired by sSubpoana.
{1) a case of %xhe refusal of any pecsen to attend ar
testify or preduce any bhooks av papers ewequired by the
subpoena directad do be served under the provision of
[section 15}y the department may Fapart %o the disgrict
caurt in and for the county iin which the examinationg
hearings ar investigation is pending by petitian: asking am
erder of the ceurt cempelling the person to attend amd
testify or praduce the backs er papers before the department
and sotting farth that:

{3} due 0t e has been Given 3f the siae and place of
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attendance of the person or the production aof the books or
papers;

(b) the person has been subpoenaed in the manner
prescribed in {this act];: and

{c) the person has failed and refused to attend or
produce the books or papers required by subpoena before the
department in the examinations bhearings or investigation
named in the subpoena or has refused to answer questions in
the course of such examinatione hearings or investigations

{2) The courts upon petition of the departments shall
enter an order directing the person to appear before the
court at a time and place to be fixed by the court in the
ordery the time to be not more than 10 days from the date of
the orders and show cause why he has not attended or
testified or produced the books or papers before the
departments A certified copy of the order shall be served
upon the persons If it appears to the court that the
subpoena was regularly issued by the departments the court
shall enter an order that the person appear before the
department at the time and place fixed in the order and
testify or produce the required books or papers; and upon
failure to obey the order the person shall be dealt with as
for contempt of courte

Section 1T Examination of holding companiess (1) The

department mays at the time of examining a savinys and 1loan
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associations inspect the bookse ledgerse and minutes of any
corporation which is registered or required to be registered
under section 408 of the National Housing Act as a holding
company whenevere in its discretions it considers it
advisable to ascertain facts which may relate to
transactions between the holding company and the affiliated
associatione The provisions of [section 15) apply %o the
examination of the corporatione

{2) Upon making findings to that ends the department
may order the discontinuance of borrowings lendings sellings

or buying of assetsy extending creditse or guarantecing

‘obligations of the holding company which has been undertaken

without the written approval of the department.

{(3) No unreasonable supervisory fees may be imposed
upon any association by a holding company which controls the
associatione

Section 18. Examinations outside state -- fees and
travel expenses. (1} Whenever in connection with such
examinations it is necessary or expedient that an agent of
the department %leave this states there shall be assessed
against the organization under examination a fee of 125 per
day for each agent while outside the state in such
connections together with all actual and necessary expensesa

12) The fee charged shall be remitted to the

departmenty which shall deliver it to the state treasurers

-18—-
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and the fee shall be paid into the general fuad in the atate
treasury.

Section 19. Other examinations acceptable in lieu of
exanination by department. In tiau of making any
examinations the department may accept any examination of
any association msade by the federal home loan bank beards
any federal home loan banks or the federal savings and lean
insurance corporation or may examine any such instituwtion in
conjunction with the federal homse loan bank baards a federal
home loan banks or the federal savings and loan insurance
corporation.

Section 20s Authority of departaent to - wake
information from examinations available to other public
authorities or officerses The department may furnish <o the
federal home loan bank board or to any federal home loén
bank or to exaainers duly appainted by the federal home loan
bank board or any federal home loan bank or to any federal
loan agency <opies of aay iAastruments concernings and may
disclose any information with reference toy the conlditions
or affairs of any foreign or domestic association: compinys
or corgeration.

Section 7l. tAwdits of associaitions? beoks and
accountse (1} Lach association shall, at least ence each
years cause its bocks and accounts to be audited at its own

expense by @ certified pudlic accountamt or firm of
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aceountants selected by the association and appcoved by the
departeent.

t3} The departwent may prescride the scope of the
adite

t3) A ceartifiad cepy of 1the audite jocluding the
managessnt and internal centrol letters relating to the
audity shall be furnished to the d¢partesnt. _

Section 2Z. Suspenasion or revocation of association
charters. The dapartment may after aotice and hearing suspend
or reveke the charter of any association for repaated
failure to abide by the provisions of [this act]l or the
rules adopted therquader.

Section 23. lacorporation of domestic associations —

_procedure — limitations on advertisings. (1) Sawings and

loan asseCiationse except bankss truyst companiess licensed
brokerss consumer 10an businessess thrift companiesr and
credit wunieags whose priacipal and primary business is to
berrowe 1oany and invest moncys shall be incorporated under
the provisiens of {this actie For that pyrposgs al?l of the
previsions of chapter 1, Titie 35, mhich are not in conflict
with [this act] are hereby adonted 3s parts of ({this act]
and a1l ¢he rightse privilraoes, and powers and 311 the
dyties and ebligations of such domestic corporatiens and of
the efficers and stockholders thereof shall be as provigded

in chapter 1y Title 35¢ except as otherwise provided in

-20-
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{this act]e

(2) A persons firme partnershipe associations or
corporations except a savings and loan association
incorporated under [this act]e shall not conduct or carry on
the business of soliciting or advertising for savings
deposits and loaning of savingse. This subsection does not
apply to bankss trust companiess licensed brokerss thrift
companiess or credit unionse

Section 24« Department to approve articles of
associationy incorporationy and amendment -- applications
for permission to organize — licenses to operate --
conditionse (1) The secretary of state shall not isswve any
certificate to any association or company authorizing it to
do business until the articles of associationes agreements or
incorporation are approved by the department.

{Z)} No amendment to the articles of any such
organization may be filed by the secretary of state without
written approval! of the departmente

{3) HNo association may selly offer for sales negotiate
for the sale ofs take subscriptions fors or issue any of its
permanent stock wuntil it has applied for and secured from
the department approval of an application for permission to
organize as provided for in this sectione

{4) (a) Persons who desire to organize an association

under [this act] shall first execute in triplicate an
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applicationsy in the form prescribed by the departmente for
permission to orqganizZe an association before taking any
other action in connection therewith.

[b} Upon execution of an application for permission to
organize by seven responsible citizenss referred to in this
section as "applicants®™y the original and two copies shall
be submitted to the department. The applicants shall submit
with their application the names and addresses of the
applicantse the location of the proposed offices 3 pro forma
itemized account of the financial condition of the proposed

association and of the applicantse the amount and character

‘of the proposed stocks statementse exhibitss mapss and such

additional information as the departmsent may requirey
together with an affidavit that the representations made
thereby are consistent with the facts to the best of the
appl icants' information and belief. This data shald be
sufficiently detailed and comprehensive to enabie the
department to pass upon the application as to:

{i) the character and responsibility of the
applicants;

{ii} the need for such association in the community to
be served;

(iii) the vreasonable probability of its usefulness and
success; and

{iv) whether or not the association can be established



N -

v s oW

&

10
1n
12
13
14
15
1&
17
13
19

20

LC D145/701

-without :endue .injury to -any -properly conducted existing

Savimgs . and Joan -institutions.

{c) ‘Ef the department approves the .applications it

-shall .within "30 . days notify .3}l -associations within 100

mitles - of the -community .where -the applicant intends to

establish .an .associatien.  Any association so aotified.may

-within 20 -days -protest in :writing the grantiag of the

applications Within 30 -days after receipt by the departmsent
of <the written proteste the department shall fix: a date for
a hesring upon the protests and the hearing :shall -be -held

-not  less than 30 days or more than 60 days from the date of

receipt of written .notice:by registered - or-certified mail by
the parties.

(d) The 'department -shall -approve or deny -the
application within -90:days from the date of the conclusien
of the-hearing and shall give.all parties written notice of
its decision on or before such date.

{e) If the -department -approves -the applicationy it
shall establish as -'conditions to be met prier to the
issuance of a charter requirerents as to:

ti) capital funds. To qualify for .authority to do
business as a savings -and “loan associations the
incorporaters shall .possess and -thercafter -maintain

unimpaired paid-in -capital stock in an amount not less than

‘required »by - the ~“federdl rhome :loan Dank for issunnce.of
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insurance. of .accounts thrsugh the federal sevings ‘and loan

© insurance” corporetinan.

4ii) the -mintmue amount of investwent certlficates to
be :pajd into the association®s savings acsounts upon
issuance of & charter to iti and

(iii) such other reguiresents as it consliders necessany
or -desirablee

{f) -Approval of an application for permission 1o

‘organize an association shall -not in any manner ‘obligate the

department to issue 3 <charters except that -when an
requirements of [this act] and:of the department have been
fulfilleds It shall issue 2 charter.

‘{g) ‘The charter shall:expire 130 days from issuance

unlessy -within that times "the -association ‘has-obtained

insurance 'of ‘accounts "from the federal -ssvings and “Yoan
insurance corporatiom. “The department smay. forgood: cause,
extaend the time of the conditional expiration:of the charter
for :additional periods ‘not ‘exceeding 7360 ideys in “the
aggregates

(S} -An  associatien shall anot commence business 'untit

it has appliad for 2and secured Trem the departwent a liecense

-authorizing it to operate as a savings and'loan -association

under [this act] and until it has applied for 'and secured
insurance of 3ccounts under the riales and regulations of the

federal .savings 2nd loan insurance corpecr=tions

-2y -
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(6) The department may extend the time for any hearing
provided for in this section to the time agreed upon by the
partiese

(7) Every application for permission to orqganize as
provided for in this section shall be accompanied by a fee
of $500y which shall be paid into the state general funde
and no part of it shall be refunded.

{8) The department may impose conditions requiring the
impoundwent of proceeds from the sale of any stocks limiting
the expense in connection with the sale of stockes and such
other conditions as are reasonable and necessary or
advisable to insure the disposition of the proceeds from the
sale of the stock in the wmanner and for the purposes
provided in the permission to organizees

(9) Every permission to organize issued by the
department shall recite in bold type that the issuance
thereof is permissive only and does not constitute a
recommendation or endorsement of the organization or of the
stock permitted to be issuede

(10) Any corporation making application under this
section or authorized to organize or authorized to establish
a savings and loan asscciation shall provide in its articles
of incorporation for 3 minimum par value of its permanent
capital stock of at least $l.

(11) The removal of the home office or of any branch
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office of an association to any other 1location from its
existing location requires prior approval of the departmente.
An  application seeking such approval must be delivered to
the departments together with a fee to cover expenses of the
investigation required for the approvals which shall be in
an amwount not less than $100 or wmore than 3250+ to be
determined by the departaents

{12) An asscciation shall not pay any comwmissions or
other compensation for the subscription to or sale of its
stocCks

Section 25« Change of nase of domestic savings apd

‘loan association -- proceduree. Any domestic association

which has the words %savings and loan™ in its nome mays bY
filing with the department written notice thereof authorized
by its board of directors and by complying otherwise with
its articles of incorporations remove the words “and tlocan™
from its name.

Section 26+ Branch offices - definition -
establishment and regulation -- revocation of approval —
appealss {1) A branch office is a legally established place
of business of a domestic associations other than the home
offices authorized by the board of directors and approved by
the department and at which any and all association business
may be conducted.

{2} A1} ©branch offices shall be subject to direction

-2h=-
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fron. the: home affica.

(3) Ne foreign associations state or federals may
establish or maintain a branch office within this state. Ne
domestic association may establish or maintain a branch
office without prior written approval of the department.
tach application. far approval of the establishment and
maintenance of a branch office shall:

(a) state the proposed location thereofs the need
therefors the functions to bde performed thereine the
estimated annual 2xpense thereofs and the mode of psysent
therafor;

{db) be accompanied by a fee of $250¢ no part of which
shall be refunded;

{c)} be accompanied by a pro forsa budget of the
asspciation for the current semiannual pericd and for the
next succeeding semiannual periods which reflects the
estimated additional expense of the maintenamce of the
branch office.

{#) After receipt of an applications the departcent
shall determine:

{a} whether the establishment and maintenance of the
branch office «ill wunduly injure any properly conducted
existing association in the cosmunity where the branch
office is proposed to be established or in any neighboring

community; and
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th}. whether or not the establishment and maintenance
of the branch office will: serve the public interests

(5). Prior to the issuance of a charter for a branch
offices the department shall notify all: associations doino
business within a radius of 100 miles of the principal plice
of business of the applicant and within a radius of 100
giles of the proposed branch officee Any association so
notified may within 20 days protest in writing the granting
of the applicatione Within 30 days after receipt by the
departaent of the written protests the department shall fix
a date for a hearing upon the protests which hearing shall
be held not tess than 60 days or more than 90 days from the
date of receipt of writtem notice by registered or certified
wmail by the parties.

{6) If the departwment finds that ne wundoe injury is
likely to result and that the establistiment: and maintemnance:
of the branch office is advisable and will serve the public
interesty it may approve the appliications.

{7} Approwal of amn association’s application for a
branch office charter permits the asseciation to eostablish
an operating office in either a temporary or a permanent
buildings if the buwilding is placed on or erected at the
approved location within & wenths of suveh approvals

{8): For good cause and after notice to the

assoCciatinme THe department mi,; :.owike its approval for  the

.28~
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maintenance of a branch offices Failure to establish a
branch office in the manner and within the time permitted
under this section constitutes a gocd cause for revocation
unless a prior written request for a waiver of the time
limitation is sought by the association and an extensions in
writings is granted by the department.

{9) An association which maintains one or more branch
offices shall give each branch office a specific designation
by name and include in the designation the word ®branch® and
shall prominently display the designation at the place of
business of the branche When an association is operating a
branch office or officess all advertising of or by any such
branch office shall state clearly the 1location of the
principal office of the association.

Section 27. Surety bond of associations {1} Fvery
association shall maintain bond coverage with a2 bonding
company which is acceptable to the department and the
federal savings and loan insurance corporation for an amount
tc be determined by the departments not to exceed 5% of the
total assets of the association or an amount greater than
$3,0004000y covering 2all directorse officerss employees,
agentss data processing service firmse and 211} other
operating hazards that are normally covered under such a
bonde The bond shall be in the form known as Standard Form

Noe 22 or its equivalent or some other form which may be
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acceptable to the federal savings and loan insurance
corporation and the departmente. The bond coverage may allow
for a deductible amount or provision adopted under Title 12
Code of Federal Regulationse section 563.19{a)s (b)s and
{c)y and under any subsequent amcndments theretoe.

{2} A copy of the surety bond shall be placed in the
custody of the department and the original maintained in the
office of the association at all times.

{3) The surety bond shall provide that a cancellation
thereofs eilther by the surety company or by the insureds is

not effective until 10 days®* notice in writing is qgiven to

“the department or unless it earlier approves the

cancellation in writings

{4) Mhen requested by the departmente the association
shall provide a duplicate copy of the invoice showing that
the bond premsium has been paid or satisfieds

{5) The face amount of the surety bond shall comply
with the requirements of the federal savings and loan
insurance corporatione

Section 28. Service offices — approval required. (L)
No association shall openy maintains or conduct a service
office without approval from the department.

(2) For good cause and after notice to the
associations the department may revoke its approval for the

maintenance of a service officea

-30~-
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“Setton ‘M. “Restriteions on anivertisine. {1} “#n
‘Svoc EEt bon i1 | wibt “1sgaeor 'pobl ith wr “cagseor rpermit ko
be iswaed or Pl ighed aay SvYvertisenent "that it is debkng:or

is peraliesd "to do-8Ny basivess AWhith is prohlbited oy bdaw

‘to "an 899ec kation or AMith-wmisrspresents the natere -of Jts

stocky Pavestment certificatesy, savings depositsy or The
right :6f inwvesters -or ‘dapesitors in regpect thereto.
{2) An associatéon ‘may set forth in any of its

advertisements amy -of "the  purposes for =which it is

organt zed.

{3) -an association shall not issuey circulates -or
publish any advertisement after noetice tn-writing from the

department that in its -opinion the advertisement is

unauthorized: falses -misteadings :or 1ikely to decelve the

publice

{4) An association shall wot:

{3} state in ony advertisedent that it is under sState
supervision .or ocontrol;

(b} #nclude in -sny advertisement or in-any instrument
used by it a replica of the great seal of the state of
Montana;

{c} state or  reply in any advertisement that funds may
be invested with such :association at amy place other than
the principal office or ‘oranth «of the Jssociation;

{d) “use thesword "depostt® .or "*deposits” 'in any feorm
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-of sdvertising OATess “the ute -of “Bie «Wwokd s wilitmee i red’ Fn
tehec adeebtbelng:ef o fEULra] “wavEEYs BHd - FoBn “BETOcEILIBn
purseshit i to federal low.

St Pon 30.  Blirettdrs =- wdmber == Fi110ng wbf
‘vacancies — smbpdwent o6f - byPowse {1} The “Besvmess ‘and
affairs of :every association shall -be-managed asnd toatrolted
by a board of not less than 5 or ‘more than 15 <direttorsy of
which ‘At ‘wore than a minoritys but mot more than 3, wmay be
fult-time officers of the -associlitfon. Phe ‘persons
designatéd in the -artictes -of #ncorperation -shall ‘be the
first directors.

i{2) veemncies in the ‘board of ‘directors -shall be
filled by ‘vote of the stockhelders at thHe '‘annual “smeetings ér
at -3 gpackal mettiag’ calted  for "that ‘piPpose. ‘The “"Board of
directors =may fill .vacancies wcoulr¥ng -on the ‘boards :Such
.appeimtees “to -serve Until the mart Mnneal westing "éf “the
stocihotders.

£3) ‘Phe "bBoard ef direfvors "6f “Hny-assbedation may
amend the Bytsas 6f the :agsociatione

-§ection Y. Directors - gJual i ficstions -—
disadititites. “No person :$ha¥l Be é¥iqgible ‘b0 serve 'as ‘a
ditrector 6f ‘Bn 'asseciation without Ehewwr I'tten perwivesbonof

“the ‘deparewent i fhe:

(1) ‘'Mas< ‘been adjudicated »Bankpupt ‘or ‘Res ‘taken the

penefit 0f .any -assigmment for “the Weréfit %f ‘trediters 'or
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has suffered a judgment recovered against hia for 2 sum of
money to remain unsatisfied of record or not safequarded by
supersedeas bond on appeal for a period of more than 3
months;

{2y is an officer or employee of a commercial bank in
this state; or

{3) is not an investor in the associations owning in
his own right or in a representative capacity as an
executors administratore guardians or trustee stock in the
association of the par value of at least $1,000 or full-paid
investment certificates in the association of the value of
at least $14000 (for the purpose of {this act)y a person who
owns stock or investment certificates as a joint tenant with
one other person shall be considered to owns in his own
rights one-half of such stock or investwment certificates);
or

{4} sells or hypothecates all the stock or investment
certificates owned by him or so much thereof that he ceases
to be the owners free from encumbrancess of the amount of
stock or investment certificates required by subsection ({3)e

Section 32« Removal of directory officers or employee
on objection of departmente If the department notifies the
board of directors of any associations in writings that it
has information that any directors officers or employee of

the association is failing in the performance of his dutiess
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the board of directors shall meet and consider the matter
forthwithe The department shall have notice of the time and
place of the wmeetinge If the board of directors finds the
department®s objection to be well foundede the directors
officers or employee shall be removed immediately.

Section 33. Removal of director for causes (1) Any
director =3y be removed from office pursuant to [section 32]
by an affirsative vote of two-thirds of the members of the
board of directors 3t any regular meeting of the board of
directors or at any special meeting called for that purpose.

Such action shall be ratified at the next wmeeting of the

" stockholderse

(2) No vote upon removal of a director may be taken
until he has been advised of the reasons therefor and has
had opportunity to subwmit to the board of directors his
statement relative theretos either oral or writtene If the
director affected is present at the meetinge he shal) retire
after his statement has been submitted and prior to the vote
upon the matter of his removale

Section 34. Fiduciary relationship of directors and
officers to associations Directors and officers of an
association stand in a fiduciary relation to the association
and shall discharge the duties of their respective positions
in good faith and with that diligences cares and skill which

ordinarys prudent men would exercise wunder similtar

34—
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circumstances in like positions

Section 35. Directors —— compensation and expenscse
The directors of an association may receive reasonable
compensation for their services as directors. This provision
shall not prevent the payment of compensation and expenses
to officers of the association who are also directorse A}
compensation and expenses shall be approved by the board of
directorse.

Section 36« Officers -- election —— salariese (i) The
board of directors of the association shall elect the
officers named in the bylaws of the associatione which
officers shall serve at the pleasure of the baard of
directorse

{2) The principal officers® salaries shall be set by
the board of directorse

Section 37« Directors —— meetings -—- quorume (1) The
board of directors of each association shall hold a regular
meeting at least once each months at a time to be designated
by it in accordance with its bylaws.

{2) Special! meetings of the board of directors may ve
held wupon notice to each diractor sufficient to permit his
attendances The president or any three members of the board
of directors may call a meeting of the board of directors by
giving notice to all of the directorse

{3) At any meeting of the board of directorss a
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majority of the members shall constitute @ quorum for the
transaction of businesse

Section 2Bs. Communications from department to be read
at board meeting —— incorporation in minutes. Every official
communication by the department directed to the board of
directors of an association shall be read at the next
meeting of the board of directors and made a part of the
minutes of such meeting.

Section 39. Statement of purchases and sales of real
estate and securities and loans made or purchased to be
considered at vregular board meeting -— incorporation in
minutess The board of directorss by resolution recorded in
the =minutesy shall designate an officer whose duty it is to
prepare and submite at each regular meeting of the board of
directorsy a written statement of all the purchases and
sales of real estate and securities and of every loan or
contract made or purchased since the last regular meeting of
the board of directorss describing the collateral securing
the Yoan. The statements certified by the designated officer
to be correct as of the date of the wmeeting at which
submittedy shall be considered by the board of directors at
the meeting and be filed as a part of the minutes.

Section 40. Pensions and retirement plans for officers
and employees. An association mway provide for pensionse

retirement planss and other benefits for its officers and
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employees and may contribute to the cost thereof in
accordance with the plan adopted by its board of directorse

Section 4le Dcpositaries of association funds -
approval by directorse. The btoard of directors shall approve
the depositary or depositaries for funds of the association.

Section 42. Unlawful acts of officerss directorse
employeess or capital stockholders - penaltys (1) It is
unlawful for an officere directors employees or capital
stockholder of an association tos

{a) solicits accepts or agree to accepte directly or
indirectlys from any person other than the associations any
gratuitys compensations or other personal benefit for any
action taken by +the association or for endeavoring to
procure any such actiong

{b) have any interests direct or indirects in the
purchase at less than its face value of any evidence of a
savings account or other indebtedness issued by the
associationy excluding stock certificates and junior capital
natese

{2) 1t is unlawful for any stockholder with more than
5% of +the outstanding capital stock of an associations or
any director or principal officers to have any intereste.
direct or indirects in the proceeds of 3 loan or of A
purchase or sale made by the association unless the Toans

purchases or sale is authorized expressly by [this act] or
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by a resolution of the board of directors of the
associations The resolution shall be approved by 2 vote of
at least two-thirds of all the directors of the associations
and an interested director shall take no part in the vote.

(3} Any violation of the provisions of this section is
a misdemeanore

Section 4#3. Liability of directorsy officerses and
other personss Any association directore officers or other
person who knowingly and willingly participates in any
violation of fthis act] is liable for all damage which the

savings and loan associations its stockholderss savings

- depositorsy or creditors sustain in consequence 3f such

violatione

Sectiun &4. Actions aydinst officersy dirccicrsy or
enplouyecrs —= payscal afF eapenses of  cdefernding oction by
ass0liulblivin ~- cuaprudise sa2ttlementss (1) An association
snall pay on behalf of or reimburse an officers directors or
employee for the expenses of defending an action brought on
behalf of the association or the savings account holderss
other creditorse or borrowers thereofs founded upon any act
or acts perforued or omitted by the person acting as such
officery directors or employee under the following
conditions:

ta) If the person is adjudicated to be not liables

then all reasonable expenses of the litigation shall be paid
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by the associatione

() LFf tvhe pansom is.chedd o be liable on centain
iteas and not liable on otherse the association shall pay
the praportion of the total reasonable expenase of the
litigatian which the items on which he is hedd to be not
tiabie bear to 311 the items allegeds

{2) Ifs in the opinion of the associations the person
is not liable upon the substantive issues allegeds the
association is autharized to compromise and settle such
claim or litigation in its discretion and to pay the entire
expense thereofs including the compromise settlement. if the
expense is reasonables

(3) Any action taken by the association under
subsection (2) ' requires approval by a vote of at least
two—thirds of all the directors of the assocliation (an
interested director taking no part in the vote] or by 2
majority vote of the stockholderss.

Section 45. Certain state associations possess Same
powers and privileges possessed by federally chartered
associationse (1) MNotwithstanding any other provision of
[this act]s every companys assocCiations or corporation
licensed under the provisions of [this act] whose accounts
are insured by the federal sawvings and 1loan insurance
corporation of its successor ar which is a member cf =

federal home Joan bamk ar its. swpccessor as an insured
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immumitiessy and exceptions- wvich. are possessed by 2any
federally chartered asgociatione

(23 wWhen more permissive lenading and investment
privileges and provisions regarding payment of interest to
savers or savings accounmt holderss estabtishment of sawings
accounts the acceptance of which has been approwed by the
federal sawvings and loan insurance corperationy. or other
powarse privileges, immunitiess and exceptions are extended
to federally chartered associationss the same shall be
extended to every federally insured association or
corporation licensed under the prowvisions of [this act]e

Section 46» Land and office buildings of association
~-— limitation on costse (1} An agsociation may purchase or
lease property for its office buildings. or construct its
office buildings on property purchased or leased by ite
provided thsat the total cost of land and iwprovements does:
not exceed TO0X of the sum of the association®s capitaly
surpluse and reservese

{2) #ith the oapproval of the departments senior
capital notes of the federal sawvings and loam insuvrance
corporation may be included in capital for the purposes of
this sectiens

Section 47« Trustee and custodial powers of

associations. (1} An asseciation may act as a trustee or

40~
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custodian as provided by the Federal Employee Retirement
Security Act of 1974 as amended or supplemented.

{2) An association subscribing to trustee and
custodial power authorized by this section shall be reguired
to segregate all funds held in such fiduciary capacity frow
the general assets of the association and keep a separate
set of books and records showing in proper detail all
transactions engaged in under the authority of this sections

(3) 1f individual records are kept of each
self-employed individual retirement planes a1l funds held in
a trust or custodial capacity by the association may be
commingled for appropriate purposes of investmente

(4) No funds held in a fiduciary capacity may be used
by the association in the conduct of its businesss 2althouqh
such funds wmay be invested in the savings accounts of the
institution if the trust or custodial retirement plan does
not prohibit the investmente

Section 48« Federal savings and loan associations to
have same rightss powerss and immunities as domestic
associationse Every federal savings and loan asscciation
incorporated under the provisions of the Home Owners® Loan
Act of 1933 12 UeSeCs 1461 through 1468+ as amended or
supplementeds having its principal place of business in
Montana and the holders of shares or share accounts issued

by the association have all the rightss powers, and
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privileges and are entitled to the same exemptions and
immunities granteds respectivelys to savings and loan
assoclations organized under [this act] and to the holders
of savings accountse investment certificates, or guaranty
stock of state associations.

Section 49. Licenses for issuance or sale of permaneat
stock -- content -— conditions. {1) No association may sell
or issue any of its permanent stock until it has applied for
and secured from the department a license authorizing it to
do 50 as provided in [section ’4]e

(2) Every license shall recite in bold type that the
issuance thereof is permissive only and does not constitute
a recosmendation or endorsement of the stock permitted to be
issueds

{3} Before the sale of any additional permanent
capital stocks the association shall have the written
approval of the departmente No sale of additional permanent
capital stock shall be approved for a price 1less than the
book wvalue of the permanent capital stock except with the
approval of the departmente.

{4) The department may impose conditions requiring the
impoundment of the proceeds from th2 sale of any stocks
limiting the expense in connection with the sales and such
other conditions as are reasonable and necessary or

auvisable to insure the disposition of the proceeds from the
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sale of the stock in the wammer and for the purposes
provided in the Yicenses

Section 50. Annual licenses -- faes -— Trenewal -
penaltiess (1) The license mentioned in [section 49] shall
authorize the companys associations or corporation to whom
it is issued to sell its approved securities and contracts
within this state for the remainder of the fiscal year
ending on the following June 30. fach license shall be
renewables under 1ike restrictionss annually thereafter.

(2) For the issuing of any license provided for in
{section 49] and for any renewal thereofs the fee of the
department shal! be:

{a) for each home officey $200;

{b) for each branch offices $100.

{3) The fees shall accompany ths license renewa)
applications A penalty of 10X of the feec payable shall be
chargyed for each month or part thereof that the fees ars not
paid after June 30 of each yeare

(4) A1 sums so received by the department shall be
delivered to the state treasurer and shall be paid into the
general funde.

Section Sl Licensing of saleswsen ~—~ Yicense feeses (1)
NO pefrson mays as a soliciting agents soliciting
representatives or employee of any foreign or domestic

COMpanyy JEsOCiations or corporation eor in any other
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capacitys sell or solicit sales for any investment
certificates or savings accounts or contract for the sale of
such certificates or accounts until he has been licensed as
a salesman or solicitor for sales of such certificates or
accounts by the department.

(Z) WNo perszon may be licensed for a period of waore
than 1 yeary and he may not bde 1licensed uvntil he has
satisfied the departmwent as to his personal integrity.

{3) For the issuving of any license provided for in
this section and for any renewal thereaf, the fee nf the
department shall be $5. A1l sums received by the department
shall be delivered to the state treasarer and shall be paid
into the general fund.

{4) Tellers or other employees of an insured savinjs
and toan association are exempt from the 1licensing
requiremerits uonless their employment entails soliciting
sales as cowmission satesmen outside their respective
officesa

Section 52« Stocke surpluse and wndivided profitss and
resarves to  inclede percentage of walue of outstanding
investaoent certificates ~— dividends on permanent stock —-—
stock dividendse (1} The total! permament stock subscribed
and paid plus the total of the surpluse undivided profitsy
and 111 reserves available for losses may not at any time be

less than 5% of the aggregate certificate value of th>
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outstanding investment certificates of the association after
the 11lth anniversary of the date of insurance of accountse
The stock surpluss undivided profitses and reserves shall be
at least equal to the percentage of outstanding investment
certificates on each anniversary as stated below:
Date of insurance of 3cCOUNLS scacsovnccssscsceccsnanene 3202
Second anniversary of date of insurance of accounts eee 347X
Third anniversary of date of insurance of accounts eseee 3e4X
Fourth anniversary of date of insurance of accounts ees 352
Fifth anniversary of date of insurance of accounts eses 348%
Sixth anniversary of date of insurance of accounts eceees 4e0%
Seventh anniversary of date of insurance of accounts ee 473
Eighth anniversary of date of insurance of accounts eee 44X
Ninth anniversary of date of insuraonce of accounNts eees 4eb6X
Tenth anniversary of date of insurance of 2CcCOuUntS eeee %08%
Eleventh anniversary of date of insurance of accounts « 5.0%

{2) Mo dividends may be declared on permanent stock
until the total of the permanent stocks surpluss undivided
profitss and 311 reserves available for losses is equal to
the percentage required by subsection (1} of the outstanding
investment certificates and if payment of the dividends
would reduce the capital structure to an amount beltow such
percentages

{3) Subject to the provisions of [this act]s permanent

stock shall be entitled to the rate of dividendy if ecarned.
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fixed by the board of directorse S5tock dividends wmay be
declared by the board of directors at any times payable only
from otherwise unallocated surplus and undivided profitse

(4) Mo stock dividend may be declared and paid for any
period in which the association has not declared and paid
interest upon its withdrawable accountse

{5} The liability of an association on account of any
capital notes which are subordinated to all outstanaing
investment certificatas shall be considered a reserve
available for losses for the purposes of subsection (1) and
of {section 53}s but no dividends wmay be declared on
permanent stock while any capital notes are outstandings
without the written permission of the departmente.

Section S3e« Acts prohibited when stocks surplusye
undivided profitss and reserves below amount specifiede. (1}
No association whose stocky Surplusy undivided profitsy and
reserves are less than the amount specified in [section 52]
may:

{a) issuve investment certificates or withdrawal
accounts except in lieu of investment certificates or
withdrawal accounts theretofore issued;

(b) receive additional funds upon investment
certificates or withdrawal accounts other than installment
investnent certificates or instaliment withdrawal accountse

{2} The provisions of this section do not prevent the
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crediting to investment certificates of interest earned
thereon Or the Crediting to withdrawal accounts of interest
thereen if the payment of such interest is not otherwise
prohibited by the provisiens of [this 3ct].

Section S4. Impairment of permsanent stack -- levy of
assessment to repair deficiemcy —— reduction of persanent
stockes (1} If the departments as a resuvlt of any examimation
or from oany report made te its finds that the permanent
stock of any associatiom is impairedy it shall notify the
association that the impairzent exists and shall require tne
asseciation to make good the impairment within 90 days after
the date of the notice.

{2y If the asount of the impairment as determined by
the department is questioned by the associations then upon
application filed within 10 days after the notice from the
department that the impairment existss the association has
the right te bhave the value of the ussets in qunstion
determined by appraksals wsade by independent appraisers
acceptable to the department and the associatione

{3} The directors of the association upon which the
notice has been served shall ltevy 3 pro rata oassessment upon
the permanent stock to make good the impairmenmt. They shatt
cause notice of the requirement of the departront and of the
levy to be given in writing to each stockholder of the

associations together with the amount of assessment which he
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west pay for the purpose of making good the impairments. In
liew of wmaking the assessaenty the impairsent may be pade
goody without the censent of the departments by reduwction of
the permanest stocks Any steackhelder who deoes not make
payment under the assesssent shall transfer sufficiemt stoek
to the assecistion te pay His pre rata share of the
assessmenty and there shall be neo further Tiability to the
stockholder.

Section 55+ Investeent certificates -- rights and
liabiYities of hokders ~- types of certificatess (1) An
association weay isswe investwent certificatese with or
wi theut passbookse The hotders of investment certificates
are not liable foar debts or assessments and are enmtitled
upon Yiguidation of am asseciation to receive payment in
fall before any paymsent or distribwtion s made to
stockholders. Fhe helders of investsent certificates have no
right to participate in the profits of the association.

{2} Investwment certificates may be isswed as full-paid
investhent certificatess accumoltative investment
certificatesy minimemterm investment certificatess or other
types of certificates approved by the department.

Section S6. Reserve for Jlosses. A reserve for losscs
shall be waiatained by each associations which shall altow

for the write-down of assets to their fair market value in

aeccordance with generaltly asccepted accounting principless
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Section 57« Permissible investmentse (1) An
association may invest in:

(a) without limite obligations of or obligations
guaranteed as to principal and interest by the United States
or any state;

{b) obligations of the United States postal services
whether or not guaranteed as to principal and interest by
the United States;

{c) stock of a federal howe loan bank of which it is
eligible to be a member;

(d) any obligations or consolidated obligations of any
federal home Yoan bank or banksj3

{e} stock or obligations of the federal savings and
loan insurance corporation;

{f) stock or obligations of a national mortgage
association or any SuUCcessor or successors theretos
including the federal national mortgage assocCiation;

{g) demands times or savings deposits with any bank or
trust company the deposits of which are insured by the
federal deposit insurance corporation;

{h) stock or obligations of any corporation or agency
of the United States or any state or in deposits therewith
to the extent that such corporation or agency assists in
furthering or facilitating the association®'s purposes or

powers;
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{i}) savings accounts of any insured state-licensed
association and of any federal savings and loan associations
but each investment in any other savings and Toan
association shall be fully insured by the federal savings
and loan insurance corporation;

{j} bondss notess or other evidences of indebtedness
which are general obligations of 3ny citys towne Countys
school districty or other municipal corporation or political
subdivision of any state.

{2) An association may invest any portion of its funds
in loans secured by first-tien deeds of trust or mortqages
upon real propertye Additional loans or advances on the same
property without intervening liens shall be considered to be
first liens for the purpose of ({[this act]s but no one
nonresidential loan can be made in excess of 2% of the total
savings accounts of the association unless approved in
writing by the department.

{3) No oassociation may create loans by investment in
real property further than 100 miles from its home office
unless it has the prior sritten approval of the department.
The investment may include the subdivision and developaent
of the vreal property principally for residential use. An
association shall not hawve investments under this subsection
at any time greater than S¥ of its ossetse No investment

mada pursuant to this subsection may be held by an
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association for mere than 3 years except with the written
permission of the departmente

Section SBe. Investments in related service
corporationse (1) An association may invest in the capital
stockey obligationse or other securities of a related service
carporation organized under the [this oact]s except a
corporation orqanized for the underwriting or sale of
insurancey subject to any rules and regulations which are
applicable to fedarally chartered associations and to
whatever rules the department may iwpose in this regarde if
the entire capital stock of the corporation is available for
purchase by associations organized under [this act] only.

(2} HNo association may make any such investment if its
aggregates outstanding investeentss pursuant to subsection
{1)+ would then be in excess of 13 of its assetse.

Section 59« Investments in reatl property for
subdivision or residential development. (1) No investment in
real property for purposes of subdivision or for residential
development may exceed the market wvalue or aporaisel
valuation as evidenced ULy an oappraisal report prepared
within 120 days of the investment by a memoer of the
American institute of real estate appraiserse the society of
real estate oappraisersy or the independent fee appraisers
society or by any other appraiser approved by the

departcment «~-
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(2) Before the investment is mades the asseciation:
shall prowide:the deparntment.with: 3 certified copy of one or
more appraisal reports on the real property iovelved ond
with a title insurance company report reflecting the chain
of title for a period of at least 3 years and the amoun® of
considerations as availables given for each titte transfer
that may have occurred during the reported peoriode If the
total amount to be invested in undeveloped real property
exceeds 172 of 1% of the association®s total savings
accountsy the investment may not be wmade: until the
department has given its written approvale.

{3) The departeent may reqguire a statement from the
association disclosing whether or not any directorsy officers
aor employee of the association has a direct or indirect
interest in the real property involved or has had any such
interest at any time during the pest 3 yearss Stock
ownership in an interested corporatinon mey be considered the
direct or indirect interest of *he investor. Faitlure *o make
any required dicrYagyre i undaufal.

Sectinn 67, Purchases of 1lnans. The: power of an:
sssociation to make loans shall ‘nriudez

{1} the power to purchase loans of any type that the
association may make:

{2} the power to make locans upon: the- seeurity of loans

of any type thet the: assooiation may makes
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Section 6l Purchases of real property contracts -—-
conditionse An association may invest its funds in the
purchase of real property contracts under the following
conditions only:

(1) It must acquire the merchentable title to the
property covered by such contractse

{2) The type of property must be such as would be
eligible for a mortgage or deed of trust loan under (this
act]e

(3) Before making any such purchases the property
shall be appraised and the purchase approveds as in the case
of deed of +trust %Yoanss by the board or the executive
committee of the asspciation.

Section 62« Federal bonds and obligations eligible as
investmentse Any savings and loan association may invest its
funds or money in its custody in the bonds of any federal
home 1oan bank or in consolidated federal home loan bank
bondse debenturess or notes or in farm loan Ubonrls,
consolidated farm 1loan bondse debentures, consolidated
debenturess and other obligations issuad by federal land
banks and federal intermediate credit banks under the
authority of the Farm Credit Act of 19712 12 UeSeCe 2001
through 2259y as amended or supplementeds and the bonds,
debenturess consolidated debenturess and other obligations

issued by banks for cooperatives under the authority of the
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Farm Credit Act of 197ls 12 UeSsle 2001 through £'5%s as
amended or supplementeds

Section 63. Sale or other disposal of notes or
obliyations held by association -- rostrictionse. (1) No
association shall sells exchanaeys transfers pledgey
hypothecates or otherwise dispose of or encumber any notes
or other otligations held by it evidencing any lcan made or
purchased by its or the mortgagess trust deedss or other
security thereforsy that has been on the books of the
association for 3 vyears or longer without the approval of

the departments All 1loans sold shall be sold without

. recourse ands if under a contract to service the sames on 2

basis to provide sufficient compensation to the association
to reimburse it for expenses incurred under its service
contracte.

(2) This section does not apply to loans sold in which
the association retains a participating interest or to loans
pledyed as security for borrowing as provided in [section &4
or section 65].

Section 64 Association may become member and
stockholder of federal home Jgoan banke borrow moneys and
invest in bondse (1)} Any savings and Ycan association which
may now or hereafter be eligible to become a member of any
federal home loan bank according to the terms of the Federal

Home Loan Bank Acty 12 UeSeCe 1421 through 1449y as amended

-S54—
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of supplesented: may:

{a3) subscriibe ffore puschases awnes and hold stock in a
federal home Yoan bank and become 2 nember thereof;

(b)) borrow money from any federal nome loan bonk
pursuant to the Ffederal Home Loan Bank Acty as omended or
supp lemented;

{c) invest in the bonds of any federal home loan bank;

(d} give its obligations and pledge securities and
confores to the prowisions of the Federal Home Loan Bank Act
end to the rules and requlations from time to time fixed and
prescribed either by the federal home loan bank board or the
federal home loan bank of which it is 3 member;

fe) perform any acts and execute any instruments
authorized or required by the Federal Home Loan Bank Acte as
amended or supplementeds or by rules ind regulations adopted
pursuant to the acte

(2) Al acts authorized by subsection {1) performe!
pricr to July 1y 1979+ are haereby validated and confirsad.

Section 65« Association may issue capiti]l notes —
voting rights of holders. The power of an Jassociation to
borrow money and contract debts shatl include the power to
issue capital notes evidencing such borrowing and to
subordinate the same to investment certificates and other
liabilitiess An association may confer upon the holders of

any <capital notes issued or to be issued by the association
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such rights to vote in the election of directors and on  any
other matters as shatl be stated and expressed in the
articles of incorporation or in any amendwent thereto.

Section &be Limitation on borfowinge The aggregate
amount of -all borrowing of any association in force at any
one timey, excluding borrowing from the federal home loan
banksy the federal savings and loan insurance corporations
or other similar federal agencies. shall not exceed 5% of
the total assets of the association without the approval of
the department.

section 6T« Loans and advances of credit insured by
federal bhousing administrator or veterans administration.
(1) Subject to such regulations as may be prescribed by the
federal bhousing administrator or veterans administrations
savings and loan associations may:

ta) make such 1loans and advances of credit and
purchases of obligations representing the loans ond advances
of credit as are eligible for insurance by the federal
housing administrator ofr are gudradiitecd oy the  VeLerIns
ddministration and may obtain such 1nsurance;

{b} make such loans secuired by wmortgage on real
property as are eligible for insurance by the federasl
Mousing administrator or are guaranteed by the veterans
adainistration anc may outain such insurance;

£C) purchasey invest sny and dispose of notes or bonds

26—
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secured by mortgage insured by the federal housina
administrator or guaranteed by the veterans administrations
securities of national mortgage associationss and debentures
issued by the veterans administration or the federal housing
administratore

{2y No 1law of this state or any articles of
incorporation or bylaws of any savings and loan associations
prescribing the natures amountsy or form of security or
requiring security upon which loans or advances of credit
may be made or prescribing or limiting interest rates upon
loans or advances of credit or prescribing or 1limiting the
period for which Joans or advances of credit may be made
apply to loanse advances of «credits or purchases wmade
pursuant to subsection (1).

{3) A1l loanss advances of credite and purchases of
obligations described in this section heretofore made and
insured pursuant to the terms of the National Housing Act or
Servicemen®s Readjustment Act of 194% are hereby wvalidated
and confirmeds

Section 6Be Investment in federal national mortgaye
associatione Notwithstanding any other provision of lawe 2ny
savings and loan association organized wunder [this act])
which has as one of its principal purposes the m3king or
purchasing of 1loans secured by real property mortgages is

authorized to sell such mortgage Yoans to the federal
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national mortgage associations a corporation chartered by an
act of congresss or any successor thereof and in connection
therewith to make payments of any capital contributionss
required pursuant to laws in the nature of subscriptions for
stock of the federal national wmortgage association or any
successor thereofs to receive stock evidencing such capital
contributionss and to hold or dispose of such stocke

Section 69. Loans and investments not limitede (1)
Nothing in [this act] requires any association to sells
transfery or dispose of any investment or loan made or
purchased by the association before July 1y 1979 Any
association may:

{3a) renews extend the time of payment ofs or rewrite
any loan made before such date;

{b} wmake additional advances or loans for the purpose
of preserving the security of the loan or for the purpose of
protecting the property securing the loan;

{c) make any renewals extensions advances or loan to
the oDorrower Oor to any successor in interest in the property
securing the loan;

(d) wake loans on property sold by an association or
extend credit thereon for the purpose of facilitating the
sate of the prouperty regardless of any other provision of
[this act]e

{Z) No advance or loan may be made wunder the

-58-—
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provisions of this section if such advance or Ypaa would
increase Lthe total liability of the association making the
advance or loan to more than 'Y of tctal ossetss except with
the approval of the departmente.

{3) ¥for the purpose of preserving the security of any
1oan or of protecting the property securingj ony Yoan mide in
compliance with {this act]ls an issociition may mdke
additional advances or Jloans to the horrower or any
successor in interest in the property securing the loane
Regardless of any other provision of [this actls an
association may make loans or extend credit for the purpose
of facilitating the sale of property acquired by foreclosure
or by conveyance in lieu of foreclosure.

Section T0. Associations eapowered to insure accountse
Any associationy companys oOf corporation which may be
eligible to do so under the terms of the National Housing
Acte 12 UeSele 1701 throush 1750y may insures opursuant te
Title IV of the National Housing Acts any and al} of its
accounts as such accounts now or hereafter may be defined
under Title IV of the Nationd) Housing Act and do all thinas
necessary to effect such insurance.

Section Tle Variable intercst rate loans.s (1) AR
associstion may make variable interest rate loanse

{2) No imcreass in internrst provided for in any

prowision for a wvariable interest rate contained in a
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security deogcussas or evidence of debt issued in copmestion
therewith is valid upless such provisioa is set forth in
such security document angd in amy eyvidence of debt issued in
connection therewith and such decusent or documepts contain
the folloming provisioass

{3) =2 requirement that when an increase in the
interest rate is requirad or permitted by 2 movement iIn @
particular direction of a prescribed stamndardes an identical
Jecrease is required in the interest rate by a3 moyesent in
the oppesite direction of the prescribed stapdard;

{b) that the rate of interest is to change not more
cften than oace during any semiannudl period and at least 6
months shall elapse betwpen any two such changes;

{c) that the change ia the ianterest rate shall not
exceed 1/4% of 1% in any semianpual period and shall not
result in a rate wmore than 2.5 percentage peints qreater
tham the rate for the first loan payment due after the
closing of the laan:

(d) that the rate of interest shall not change durinc
the first semiannual period:

(e) that the herrouwer is permitted to prepay the loan
in whale or in part withaut 3 prepayment charge within 90
doys of netificatian of anv increase in the rate of
intercste

(3) A statement shall ope attached to the security

-&0-
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document and to any evidence of debt issued in connection
therewith and shall be printed or written in a size 2qual to
at least 10-point bold types consisting of the following
language:

NOTICE TO BORROWER: This document contains provisions

for 2 variable interest rate.

(%) The provisions of this section are applicable only
to a3 mortgage contracty deed of trusts rcal estate sales
contracty or any note or negotiable instrument issued in
connection therewith when its purpose is to finance the
purchase or construction of resl property conteining four or
fewer residential wunits or on which four or fewer
residential units are to be constructed.

Section T2« 1L1oans on certain homes —-— direct reduction
plan. An association may make real property home loans on
the direct reduction plane repayable in equal or unequal
monthly instaliments, sufficient to retire the debt,
interesty and principal within 30 yearses except that this
30-year limitation does not apply to loans made by an
association which are insured by the federal housing
administrations which are guaranteed under thc provisions of
the Servicemen®s Readjustment Act of 1944y as amended or
supplementeds which are otherwise insured or guaranteed by
the United States or any ajency or instrumentality thereofs

or which have been extended in time solely as a result of
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variances in interest rates during the loan terme but the
loan contract shull not provide for any subsejuent monthly
instellment of an amount larger than any other previous
monthly installment in excess of 50%. The wmonthly payments
required shall be applied first to advances and interest on
the unpaid balance of the debt and the remainder to the
reduction of the debt until the loan is paid in full.

Section 73. Loans to other corporationse (1) No
association may make any loans to 3 corporation of which =2
majority of the stock is owned or controlled individualty or
collectively by any one or more of the directors or officers
or majority stockholders of the association unless the loan
is authorized expressly by [this act] or by a resclution of
the board of directors of the association. The resolution
shall be approved by a vote of at least two-thirds of all
disinterested directors of the association.

(2) An association wmay make loans to any corporation
in which any director or officer of the association is a
minority stockholders on authorization of or confirmation
within 30 days after making the iocan by the affirmative wvote
of 311 the disinterested directors of the association
present at the meeting autherizing or confirming the loans
when the affirmative vote constitutes 2 majority of all the
directorse The interested director or c¢fficer shall not wvote

or participate in any manner in thc oction of the board of
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directors upon the loane The authorization or confirmation
shall be entersd in bhe miRutes of the association. The 1nan
shall in a1l other respects comply with the provisions
covering the granting of leans.

(3) 1If a loan is made to a corporation as set forth in
subsection (2) and if the director or officer of the
association ouwns more than 5% of the paid-in capital of the
corporation or if any two or more officers or directors own
more than 20X of the paid—in capital of the corporations the
association shall file reports with the department showing
the followings:

{2) the fact of making the loan;

(b} the names of the directors authorizing or
confirming the loan;

{c} the corporate name of the bdorrower;

{d) the nare of each director or officer of the
association who is a stockholders officere or director of
the corporation to which the loan is wmade;

(e} the amount of stock held by the officer or
director in the corporation;

(f)} the amount of the leans the rate of interest
thereones the time when the loan becomes duesy the amoumty
charactersy and value of the security given therefors 3nd the
fuct of final payment when mJsdes

Section T4. Short-term real property loans unier
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direct reduction plahe. An association may wake short-term
real préperty 1oans unuer the girect reduction Voan plan in
accordance with [section 13)(S) and [Section T2%s and the
initial Yoan contract may provide for monthly instaltliments
of an &#ount wmore than 50% larger than aay previous monthly
installment.

section TS« Payments on monthly installment 1loanse.
Payments on all wonthly instalimeént loanss other than
construction loansy insured loanss and guaranteed loanse
shall begin not later than 60 days after the advance of the
toan. Insured leoans and guaranteed Yoans may be rerayable
upon terms acceptable to the insuring or guaranteeing
agencye Monthly payments of principal on any construction
1oans made on this pY¥an shall begin not later than 13 months
after the date of the loan or advancea. Interest payments on
any constructicn Yoans made on thss plan  shall begin not
Tater than 3¢ days after the date of the Toan or
disbursement of any funds.

Section To. Noninstaliment, sviaight aortgoey,. 1dansa.
Any Yoan of & type that an associav:on May make on 3 monthly
instaltwent vasiss except lodns on uniwproved real propertys
may also be maue without full amoriization of principals but
with nterest paycloie at ieas. semidnnuallyy, for an amount
not in excess of A0S of toe value o1 the security and for 2

term of not mure than o yedrse When the directors of an
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association have authorized loans to be made without full
amortization for an amount exceeding 60% of the value of the
securitys the 1Jloans may be made up to the percentage of
value authgrized by the directorss but not in excess of 7T0x
of the value and for a term of not more than 3 years.

Section 7T« Loans on real property for construction —
straight mortgage plane. An association may make real
property loans for the purpose of construction on the
straight mortgage plan without amortization of principal but
with interest payable at least semiannuallys:s but such loans
may be made for an amount not in excess of 80% of the value
of a home or combination home and business property or 75X
of the value of other improved real property and for a ters
of not more than 18 monthse

Section T78. Loans on improved or unimproved vreal
property —— direct reduction plane (1) An asscciation may
make loans secured by real property on the direct reduction
plan:

(a) on residential propertys including a combination
home and business propertys repayable within 30 yearss up to
80% of the value ores for a loan guaranteed or insured by a
governmental agencys up to the maxéimum number of years and
percentage of value acceptable to that agency;

(b} on other improved real propertys up to 75% of the

value if the loan is repayable within 25 years;: and
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fc} on unimnproved real propertys up to 60X of the
value if the loan is repayable within & yrars or up to
two~thirds of the velue if the loan is repayable within 3
yearse

(2) Such 1loans shall not at any time exceed 23X of the
total assets of the associations

Section 79« Loans to one torrower. (1) An Association
®may not make at one time loans to any one borrower or under
any one transaction or applicable to any one project or
tract if the 1loans in the aggreqgate are in excess of
whichever of the following is the lesser:

{2} 5% of its total savings accountsy unless such
requirement is waived by written approval of the department;

(b) an amount equal ¢to the sum of its capitale
surplusy undivided profitss loan reserves federal insurance
reserves <capital notess and such other reserves 3s the
department may prescribes

{Z)} For the purpose of this sectiony the term “one
borrower™ means:

{a) any person or entity that is or that upon the
making of a loan will become obligor on a 1loan on the
security of real estate;

{b) nominees of such obligor;

.{c) all personss trustss partnershipss syndicatess and

corporations of which such obligor is a8 nominee or 3
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beneficiarys partners members or stockholder of record or
beneficial interest stockholder owning L10Y ar more of the
capital stock of any corporation;

(d} if such obligor is a trusty partnershipe
syndicates or corporations all trustss partnershipss
syndicatess and corporations of which any beneficiarys
partners members or stockholder of rcecort or beneficial
interest stockholder owning 10T or more of the capital stock
is also a beneffciaryr» partners members or stockholder of
record or beneficial interest stockholder owninj 10% or mor~
of the capital stock of the association.

(3) For the purpose of this sections the term ®loans
to any cone borrower™ aeans the amount of the new loan plus
the total balances of all outstanding loans on the security
of real estate owed to the association by the borrowere.
Notwithstanding any other limitations of this sections 1ny
such loan may be made if the new loan whoen oddeda to  the
total balances of all outstanding loans oo the security of
readl estate owed toe the associdtion by the borrower does not
exceed 325040004

{4} Ffor the purpose of this section: the term
*balances of all outstanding loans™ wmeans the original
amounts Jloaned by the association plus any additional
advances and interest due and unpaide less repayments and

participating interests solds and exclusive of any Jloan on

-67-

10
11
12
13
14
15
16
17
ig
19
20
21
22
Z3

24

«C Jdk45701

the security of real estate che title to which has been
coaveyed to 3 bona fide purchoser of real estates

{5) If an association makes 3 loan to any one borrover
in an amount whichy when added to the total balances of ald
outstanding loans on the security of real estate owed to the
association by the borrower, exceeds $250+000s the records
of the association with respect to the 1loan shall include
documentation showing that the loan was made within the
limitations of [this act]es For the purpose of such
documentations the association wmay require and may accept in
good faith a certification by the borrower identifying the
personss entitiess and interests described in the definition
of one borrower in subsection {(2}.

Section 80. Payment of charges by association for
protection of its investments —— required advance wonthly
paymentse {1) {(a) An association may pay:

(i} current or past-due taxes or assessments levied
upon secured property;

{(ii) insurance premiums;

(ii1} Vrre insurance prewmiums on policies that an
association may require to be assigned as additional
colliateral; or

{iv) other similar charges required for the protection
of its investuwentse

{b) >sucn payments shali be acded to the wunpaid loan
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balance and shall bave the same secured status under the
deed of trust provisions as the loan itselfs No association
may requires as a condition of Jloan approval of in the
extension of any other services that any kind of insurance
coverage be purchased from or through the association or
from any 3gency in which a director or officer of the
corporation has any interestes

(z) {3} An association way require advance monthly
payments on:

(i} principal;

{i1i) interest;

{iii) taxes;

({iv) assessments;

(v} insurance premiums;

{vi} other statutory charges accruing upon the secured
propertye

{b) Each payment may be equivalent to one-twelfth of
the estimated annual amount due. Monthly charges may be
adjusted to provide a reasonable method for the paywment of
estimated taxess assessmentss insurance premiumse and other
chargese Upon receipt thereofs payments may be carried in a
separate trust account or they may be applied to the loan
account as a credit upon receipt and debit when disbursece

Section 8l. Permitted loans when resulting aggregate

amount does not exceed thirty percent of association®s
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assets. An association @may make loans of the types
enumerated in this section on the security of first liens on
improved real property only when the resulting aggregate
amount of the following investments does not exceed 30% of
the association®s assets:

{1) residential loans in excess of the greater of:

{a) 172 of 1% of the association's assets; or

{b) 380,000, after deducting ecach part of any such
loanes if secured by a blanket mortgages which is
apportionable in an amount not exceeding 380,000 to each

home or combination of home and business property and

. residential property which is part of the security;

{2) loans on improved real property other than homes
or combination homes and business property and residential
property;

{3) loans on improved real property located oufgide
the regular lending area of the association unless the loans
are protected by insurancte as provided in the National
Housiny Act or the Servicemen®s Readjustment Act of 1944, as
now of hereafter amended;

{4) noninstalliment or straight mortgage loanss except
construction loans;

{5} {(a) loans on one-familys owner-occupied homess in
an amount between 80X and 90%s inclusivey of the value if:

{i) impounds are collected for taxes and insurance;
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tii) the association has made or obtainedsy prior to the
apgproval of the 1loans 3 written rcport on the credit
standing of the borrowers showinj; the financial ability of
the borrower ¢to undertake and pay off the obligation
involved in the toan;

Liii) the association has obtaineds prior to approval
of the loans a certification in writing to the assaociation
stating:

(A) the purpose for which the loan is sought ande if
for the purpose of enablinyg the borrower to purchase the
security propertye the name of the vendor or vendoers and the
purchase price;

{B) that there will be no Tiens upon the property
other than the lien of the asscociation; and

(C) that the borrower is actuslly occupying the
property as a dwelling or that the borrower in good faith
intends to do so;

{iv]) the loan does not exceed $654000y 90X of the value
of the real property securing the loans or 90X of the
purchase price of the propertys whichever is the lowest:

{v) if the loan is sought to finance the construction
of a single-family dwellings the amount of the 1loan which
exceeds 80% of the appraised value shall not be disbursed
until construction has been fully completed;

{b) 1loans granted under [this act) will be repayable
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monthly within 30 years;

{c) the record of eacn loan shall show the date and
amount of the appraisal on which the loan was made and the
date of approval of the loan by the board of directors or
the loan committee.

Section B2e Exceptionse Subsection {5) of [section 81}
does not apply tos

(1) home loans in excess of 80X of value up to 95% of
value if the excess over BOX is insured by a private insurer
approved by the federal home 1loan mortgage corporations
except that such insured loans in excess of 90X of value

shall not exceed 350,000;

(2} home loans in excess of BO%X of value if the excess
over 80% is dnsured or guaranteed by an agency or
instrumentality of the federal government or a3 state whose
full faith and credit is pledged to the support of the
insurance or guarantees

Section B3. Loans for property alterations repaire or
improvement without security of lien -— loans for furniture
or fixtures for apartmentss motelsy and hotels -
conditionse (1} An association may make loans for property
alterations repairy or improvement without the security of a
lien upon such property if the 1loans are accepted for
insurance under the provisions of the National Housing Acte

as now or hereafter amendedsy or for insurance or guarantee

-l
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under the provisions of the Servicemen's Readjustment Act of
1944+ as now or hereafter amendeds and if:

{a) the net proceeds of any such loan do not exceed
$13.0003

(b} the property is 1located in the association®s
regular lending areaj;

{c) each 1loan is evidenced by one or more negotiable
notess bondse or other written evidences of debt;

(d} +the resulting aggregate amount of all such 1lo2ns
does not exceed an amount equal to 153 of the association®s
assetsa

{2) In addition to the foregoings the association wmay
make loans for property alterations repairs or improvement
with the security of at least a second deed of trust wupon
the property if the net proceeds of any such loan do not
exceed $10+000.

{3) An association wmay make loans for furnitures
furnishingse fixturess or equipment for use in an apartment,
motelsy or hotel property on which the association has a
first liens These loans shall be secured by a chattel
mortgage and & second deed of truste The loan shall he
repaid in installmentss but the term of repayment shall not
be 1longer than S yearse. The total of all loans of this type
shall be limited to 5% of assetse.

Section B4e Limitation on charge for prepayment of
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lpane Associations may not charge an amount qgreater than 180
days® interest on the Jmount prepaid for the privilege of
prepayment in part or in full of any real property toane.

Section 85. Loans prohibited on security of
association®s own stocke No association may loan any of its
funds upon the security of its own stocke

Section B6. Acquisition by association of real
property by foreclosure or conveyance in lieu of foreclosure
-- subsidiary ledger recordss. (1) ¥When an association
acquires title to any real property by foreclosure or by a
conveyance in lieu of foreclosures the document representing
the transaction must be recorded immediately.

(2} An appropriate account shall be set up for the
property acquirede and a separate subsidiary ledger or other
appropriate record shall be maintained therefore The amount
carried in the account shall be the sum of the unpaid
principal balance of the loan plus foreclosure costse less
any advance paysents and any funds held in the
loans-in—-process account at the time of acquisitiony
together with?

{a) any amounts paid after acquisition for real
property taxes which have accrued prior to acquisition;

(b} assesswments due or delinquent at the time of
acquisition; and

{Cc) necessary acquisition costs and costs of insurance

-T4-
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premiumsae

{3) The subsidiary ledger record or other appropriate
record on each propaerty icquired shall indicate:

{a) the type and character of the property acquired;

tb) all capitalized items of investments with related
cos5ts;

{c) former locan or contract-of-sale account numborse

Section 87. DOepartment®s approval of appraiser
necessary -— limitations -— revocation -- notice aof
termination of servicess No loan may be made upon the
appraisal of nor shall compensation for any appraisal be
paid to any appraisers officersy or member of any committee
who has not been first approved in writing by the denartment
for the associatione The approval is subject to such
limitations as the department provides and may be revoked
for cause by the departments oftur giving due notice to the
appraiser and the association and holding a hearing. The
association shall give notice in writing tc the department
of the termination of the sorvices of any 3ppraiser within
15 days of the termination.

Section BBe. Appraisal of real astate requireg prior to
granting leoan -- requirementss Fvery association shaltl
appraise each parcel of real estate prior to the granting of
a loane The appraisal shall be in ink or typeds be dated and

identify tha securityes specify separate valtuations for land
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and improvesentss show the fair market values and be signed
in inke The appraised value shall be the value of the land
and the permanent improvements thereons If the appraisal
covars tand onlye it shall show that the appraisal covers
unimproved land or covers building lets or sites which by
reason of installations and improvements are ready for the
construction of buildings thereone The appraisat shell be
reviewad by the board of directors or by a 1oan committee
designated by the board of directorse in which case all
actions of the loan cammittee shall be affirmed at the next
board of directors meetinge

Section 89« Appraisal of real estate at tire of
acquisitions Every association shall appraise each parcel of
resl estate at the time of acquisition thereof. The report
of each appraisal shall be submitted in writing to the board
of directors and shall be kept in the rrcords of the
associations The department may requirc the appratsalt of
real estate securing loans by an appraiser selected Sy the
departmente. The asscciation whose securities are appraised
under this section shall pay the expense of the appraisal to
the department upon demand. Money so received shail be paid
into the general fund in the state treasurys. Copies of
appraisals shall be furnished to the associatione

Section 90« Specific Toss reserve —— determination of

values by departmente (1) The department may require each
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association to establish and maintain a specific 1loss
reserve for the amount by which the book value of any asset
exceeds the departaent®s appraisal of the assete

{2} In determining the wvalues of the security
properties for a group of loanss the department may use its
appraisal of each property or its estimate of the total
value of these properties based wupon its appraisal of a
reasonable sample thereofs If any association <contests the
validity of the estiwmate based upon a samples it may have an
appraisaly at its own expenses by an appraiser approved by
the departments of all the group from which the sample was
drawn or of a Vlarger sample of <the group ¢than was
recommended by the department.

{3) 1f the department has directed an association to
carry a3 specific loss reserve on its bookss the amount
designated for this purpose by the department cannot be
reduced or changed in any manner without its written
approvale.

(4) The provisions of subsections {2) and {3) shall be
effective on July 1ls 1979+ but shall not be applied
retroactivelye

Section 9le Reserve for uncollected interrsta A
reserve for uncollected interest shall be maintained
equivalent to all interest which has heen due for 92 days or

more and which is carried as income on the books of the
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associatione

Section 9. Apportionment of earningss payment of
interest -- determination of percentage rate of declaration
-- classes of savings accountse (1) The apportionment of
earninys or payment of interest by declaration of the board
of directors shall be wade sewiannually on June 30 and
Decemder 31 of each year or quartarly on these dates plus
March 31 and September 30 of each yeare.

{2) The percentage rate of the declaration shall be
determined by the board of directors as it considers
expedient for the safety and security of alY savings
depositorse but if the percentage rate is excessives unjusts
or inequitabley it is subject to disapproval of and
reduction by the department. Howevers the association may
seek review of any disapproval or reduction by the
department in accordance with [section 8}.

{3) No association may be required to pay or credit
interest on accounts of $10 or less which show no entries of
debit or credit for a period of 2 yearse except for
accumilated interest creditse

{#) Except as otherwise provided in [this act]ey
interest shall be declared on the participation value of
each account at the beginning of the interest periode plus
payments thereon made during the interest periody less

amounts withdrawns which for interest purpos~s shall bhe

-18-
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deducted from the latest previocus payments thereons computed
at the rate for the time investeds determined as provided in
this sectione

(5} The date of investment is the date of actual
receipt by the associatioms except that the bhoard of
diractors may fix a dates which shall! not he later than the
10th day of the wmonthe for determining the date of
investeent on which interest is computede. A date later than
the 10th may be set if it is permissible for federal
associationSe 1If permitted by federal regulationsy Jas
amendeds the board of directors may persit investments to
receive interest calculated from the date of actual receipte

(6) In addition to the classes of savings accounts
provided for in [this act]s an association mays with the
approval of its board of directorse authorize additional
classes of savings accounts which will conforma to those
types orf classes which have been established by the federal
home 1oan bank board by regulation or which may hereafter be
authorized by ite

Section 93. Restrictions on declaration of dividendse
No board of directors of a savings and loan Aassocination
shall knowingly declare to its stockholders o qreater
dividend thas has actually been earned by the association
after providing adequate reserves to meet any tar

contingent liabilitiese
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Section 9%. Accounts of minors and married womene (1)
Any savings and logsn association and any federal savings a2nd
loan association operating in this state may issue savings
accounts of investment certificaotes to minorss with the
written consent of their parentses trusteeses or guardianse
and to married womans each in their own right.

{2) Any payment thereon of delivery thereof or of any
rights thereunder to 3 minor of the a3ge of 14 years or over
oF to 3 married woeman or a receipt or acquittance signed by
the minor and parents trustee, or juardian or by the married
woman who hoilds the savings account or investment
certificate is a valid and sufficient release and discharge
of the association for any payment or delivery.

Section 95 Purchase and withdrawal of accounts by
administratorss executorss quardianss and trusteese {1} A
Savings account or investment certificate of any
associations including a federal savinos and loan
associationy may bDe purchased snd aeid by any person as
administrators executors guardians Or as trustee or other
fiduciary in trust for 3 naomed benericiary or beneficiariess

(2} any person holding o savinygs account as a
fiduciary may make payments upon and withdraws in whole or
in parte the savings account or 1nhvestment certificates

(3) The withdrowal value of any savings account or

investment certificate and interest thereon or other rights

-80-
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relating thereto may be paid or delivered to the fiduciary.
and the payment or delivery to the fiduciary or a receipt or
acquittance signed by the fiduciary to whom any payment or
delivery of rights is made is a valid and sufficient release
and discharge of the association for the payment or delivery
madee

Section 96« Payment to beneficiary on death of trustee
-- payment as valid discharge of associations (1) Whenever a
person holding a savings account or investment certificate
as trustee or other fiduciary in trust for a named
beneficiary or beneficiaries dies and no written notice of
the revocation or termination of the trust relationship has
been given to the association or companys the withdrawal
value of the savings account or investment certificate and
interest thereon or other rights relating thereto wms3y» at
the option of the association or companys be paid or
detivereds in whole or in parts to the named beneficiary or
beneficiaries of the trust.

{2) The payment or delivery to any beneficiary or
beneficiaries or a receipt or acquittance signed by the
beneficiary or beneficiaries for any payment or delivery
shall be a valid and sufficient release and discharge of any
association or company for the payment or delivery made.

Section 97 Required cash or securities to pay

withdrawals in excess of receipts and to meet accruing
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expenses =-- amounts required for liquidity purposess (1)
Every association shall have on hand at all times in
available fundss bank depositse United 5States government
bondse certificates of insured savings and loan associations
not in excess of the insurable limitationse federal howme
1oan bank evidences of indebtednessy or time certificetes of
insured federal and state banks or of any indebtedness of
any United States government instruwentality which is by
statute fully guaranteeds 3 sum not 1less than 5% of the
agyregate of savings accounts and investment certificates to

enable it to pay withdrawals in excess of receipts and to

- meet accruing expenses. The department way prescribe from

time to time different oamounts required for 1liquidity
purposess but the amounts shall not be less than 4% or wmore
than 8%e.

(2) A deposit in a bank or association under the
control or the possession of appropriate supervisory
authority shall not be considered as cashe Except for
deposits in & federal home loan bankey a time deposit
established hereafters whether time deposit-open account or
deposit evidenced by a certificate of deposits shall not be
considered as cash for such purposes unless:

{a) the member itself made the deposit in question;

(b} the deposite together with all other time deposits

of the asscciation in the same banke does not exceed the

~B2=



10
11
12
13
14
15
16
1T
18
19
20
21
22
23
24
25

LC 0145701

greater of 1/4 of 1% of the bank's total deposits as of the
bank®s last-published statement of conditions cr $15+0003
and

{c) no consideration was received from a third party
in connection with the making of the deposit.

{3) An association shall not wmake or purchase any
loans other than advances on the sole security of its
savings accountss at any time when its liquidity drops below
the required level. For the purpose of this sections a Voan
is considered to have been made as of the date the borrower
executed the security instrumsent and a loan is considered to
have been purchased as of the date of the payment therefore.

Section 98« Procedure when withdrawal requests exceed
current Ffunds —— application of wmonthly receipts.s (1)
wWhenever an association has on file more withdrawal requests
than can be met in full from current funds, it shall apply
to the withdrawals one-half of the monthly receiptse after
first deducting the amount necessary to pay the actual and
reasonable expenses incurred in the operation of the
association and the protection of its assets and reserves
set up by it for interest on its savings accounts or
certificates.

{2} Should the one-half of the monthly receipts fail
to retire at least 5% of the aggregate withdrawal! requestsy

then such portion of the other one-half of the wmonthly
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receipts shall be applied as is necessary to retire 5% of
the total amount on withdrawal orders

{3) For purposes of this sectiony “receipts® means all
woney coming into the hands of the association except
borrowed moneye. Borrowed money shall not be considered
receipts for the payment of withdrawalsy but all money
borrowed from the federal home loan bank or from any other
federal loan agency for the purpose of paying withdrawals
may be used for such purpose and shall not be considered as
receiptse

section 99. Order of payment of withdrawals. {1
Withdrawals shall be paid in the order of their filings and
no loans or investments shall be madey except by permission
of the departments when any withdrawal request or order has
remained on file unpaid for a period of more than 30 dayss
provided:

{2) any foreign or domestic associations companys or
corporation mays without the necessity of obtaining
permission of the departments make or purchase loans or
investments not exceeding the principal amount of wmoney
borrowed by the associations companys Or corporation from a
federal home loan bank or other federal loan agency;: and

(b} any reguest or order which is not legally payable
for reasons other than the restrictions of this section

shall not be considered as on files

-8 4—
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(2) whenever applications for withdrawals reach such
an amount thats in the opinion of the deportments it would
be inexpedient to pay the applicatiors in the order of their
filings thens with the written permission of the departmente
sc much as may be directed by the department of the money
available to pay withdrawals mays each months be prorated
upon the amounts of a1l applications for withdrawals on
filey irrespective of the order of filinge

Section 100. Conflict of laws when foreign association
doing business in Montana -- when foreign law prevails ——
reports to departmente (1) If any associations companys or
corporation organized or incorporated under the laws of any
governing body other than the state of Montana is doing
business in this state under the provisions of [this act])
and the laws of the other governing body conflict with any
of the provisions of [section 98 or section 99])+ the
provisions of the laws of the state of Montana shall prevail
as to each such conflicte.

({2) Whenever any foreign organization follows a course
or performs any act which is forbidden to any domestic
organization under the terms of [section 98 or section 99]s
it shall report to the department all of the facts relating
theretoe

Section 10l. Duty of association to notify departement

of inability to pay withdrawal request on file more than &0
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dayse Any foreign or domestic associations companys or
corporation or its sccretary or wmanager shall immediately
notify the department of its inability to pay any withdrawal
request or order which has been on file for a period of mor~
than 60 dayse

Section 102. Procedure to effect recrganizations
mergery or consolidation —— approval of plan by 13ssociation
and department -- appeals -— feess (1} An association may
reorganizesy merges or consolidate with another state or
federal association if the reorganizations mergers or

consolidation is based upon a plan which has been adopted by

- the board of directors and approved at a regular or special

stockholders® meeting which has been called to consider the
actione The approval sust rest on a favorable vote of a
majority of the voting power of ¢the association as
established by its articlese

(2} Any plan for reorganizatione mergere or
consolidation must be approved by the departwents which
shall satisfy itself that the planse if approvedsy would be
equitable for the stockholders of the affected association
or assocCiations and would not impair the usefulness or
success of other properly conducted associations in the
communitys In submitting an application for approval of any
such plane each association proposing to reorganizes mergey

or consolidate shall provide a comprehensive review of its
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present Ffinancial condition and a projectad view of the
financiat conditios of the reagganizeds mer e, or
consolidated associatione

(3} Unless the action is specifically authorizet by or
taken in conformity with [this act]e no association maye
directly or indirectly:

{a) rveorganizes merges of consolidate;

(b} assume liability to pay savings accounts or other
liabilities of any financial institution or any other
organizations persons or entity;

fc) transfer assets to any financial institution or
any other orgamnizations persons or entity in consideration
of the transferee's assumption of liability for any porstion
of the transferor®s savinjs accountss depositss of other
liabitity;

{d) acquire the assets of any financial institution or
any other organizdations persons Of entitye

{4) Any association aggrieved by any action or
position taken by the department under this section may
appeal the action or position in the msanner provided by
[section B8]}.

{S5) Each application which is made under this section
shall be accompanied by a fee payment of 3150« The
responsibility for paywent of the fee shall be shared

equally by the associations participating in each proposed
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Section 103« Authority of department to order
discontinuance of unlawfuly umrsafes oF injurious practices
of asseociations -~ special meeting of directors comncerning
noncompliances (1) If the departaent findss as the result of
any exasination of from any roport made to it or to  3ny
association doing business in this state or from any report
made to any of its investorss that the oJssociation is
siolating any provision of its articles of imcorporations
charters or bylaws or any law of this state or is conducting
its business in an unsafe or injurious manners the
department may by an order addressed to the association
direct a discontinuance of the violations or unsafe or
injuriocus practices and a conformity with all the
requirements of lauwe

{2) Lf an association does not comply with the orders
the department may order the corporate secretary to calt 2
special directors wmeeting to consider the matter of
noncospliance.

t3) The wmeeting shatl be heid no later than 60 days
after issuance of the order to hoe.d the meetings unless
otherwise restrained by court order or by the boarde The
business of the meeting shall pe limited to the matter of
noncompliance and remedies therefors and the notice of the

seeting shall set forth in dgetaitl the departmentts
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discontinuance order and order to call a directors' mectinge

{%) Action taken at the meeting shall be binding upon
the officers of the association.

Section 104« Appointment of conservator -- petition
for confirmation of appointmente (1) The department wmayy
with the prior approval of the boards appoint a conservator
for the association if any of the following occur:

(a) the association does not comply with any order
given pursuant to [section 103] within the time specified
therein;

{b) it appears to the department that the association
is in an unsafe condition or is conducting its business in
an unsafe or injurious manner such as to render its further
proceeding hazardcus to the public or to any or all of its
investorsj;

(c)} the department finds that the association®s assets
are impaired to such an extent thats after deducting all
liabilities other than to its investorss they do not equal
or exceed the sum of the value of its cutstanding savings
accounts and investment certificates and the par wvalue of
its outstanding stock;

{d) the association refuses to submit its Dbookse
paperss and accounts to the inspection of the department or
any of its examinerss deputiess or assistants;

(e) any officer of the association refuses ¢to be
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cxsmined upon oath concerning the affairs of the
association;

(F} it appears to the department that false reports
have been filed with ite

{2} The <conservator may be the director of the
departments his deputys or any person qualified for such
appointmentes

{3) lamediately upon appointmenty the conservator
shall petition the district court of the county in which the
home office of the association is located for confirmation
of his appointment. The court shall have exclusive
jurisdiction to determine the issues and all related
matterss and it shall give precedence to the conservatorship
proceedings and expedite the proceedings in every waye.

Section 105. Powers of conservator -- limitations —-
expenses ~-— compensation. {1} The conservator confirmed or
appointed by the court has 3all the power expressed in the
court order and the following:

(a) all the rightss powerss and privileges possessed
by the directorsy officersy and stockholders;

(b} the power to request the resignation of or remove
any directors officery or employee for cause and upon
written notices which shall show the department®s approval
of the action;

{c) the power to accept new savings Jccounts and

90—
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additions to existing accountss which shall hecome
segragated accounts and amountss if the department so orders
in writings not subject to offsct and not available for
tiguidating any indebtedness of an association existing ot
the time the conservator was appointede.

(2} The conservator may not:

{a} retain special counsel or other experts without
prior approval of the court;

{b) incur any expenses other than naormal operating
expenseas; or

{c} 1liquidate assets except in the normal course of
operations or for the preservation of existing asset valuess

{2) A1} expenses of the association during the
conservatorship shall be pald by the associatione

{*#) The amount of compensation for the conservator
shall be determined by the court and paid by the
associatione. When either the director or his deputy has been
appointed conservatore the compensation shall be paid to the
state treasurere.

{5} Ouring the conservatorships debtors to the
association shall continue to wmake payments to the
association as may be required under the terms of their
respective contractss

{6) Savings account depositors maye with the approval

of the conservatory withdraw all or any part of their
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savings accounts under the provisions of [this act] or under
such rules as the department may prescribe.

{71 The conservator shall return the association to
the board of directors if the conditions complained of by
the department have been removed within 12 months of his
sppointmente If no change has been effected within that
times a receiver may be appointed by the department as
provided in {this act].

Section 106. Receiver - appocintments powers 3Ind
authoritys compensatione (1) If the dgpartment finds that
any association:

(a) is in an impaired condition;

tb) is engaging in practices which threaten to result
in an impaired condition; or

{c) is in violation of an order or injunctions as
provided in [section 104Js which has become final in that
the time to appeal has expired without appeal or a final
order has been entered from which there can be no appeals
the director may appoint a receiver for the associations
which may be the directors his deputys or any other persons
and upon such appointment shall apply immediately to a court
of general jurisdiction in the county in which the home
office of the association is located for confirmation of the
appeintmente The court shall have exclusive jurisdiction to

determine the issues and all related matters. The court

-7
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shall confirm the appointment if it finds that one or more
grounds exists and a certified copy of the order of the
court confirming the sppointment shall be evidence thereof.
In the case of an insured associations the appointment by
the director of a receiver under this section shall
constitute an official determination of a3 public authority
of this state pursuant to which a receiver is appointed for
the purpose of liquidation as contemplated by and within the
meaning of section 406 of the National Housing Act of 1934&,
as amendedy ifsy within 10 days after the date the
application of the director is filede confirmation of the
appointment or denial of confirmation has not been issued by
the courte The receiver shall have all the powers and
authority of a conservator plus the power to liquidate and
shall have such other powers and authority as wmay be
expressed in the order of the courte If the director or his
deputy or examiner is appointed receivery he shall receive
no additional compensations but if another person is
appointeds then the compensation of the receivery as
determined by the courts shall be paid from the assets of
the associationes

(2) If the association is an institution insured by
the federal savings and loan insurance corporations the
federal savings and loan insurance corporation shall be

tendered appointment as receiver or coreceiver, If it
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accepts the appointments it maye neverthelesss make loans on
the security of or purchase at public or private sale any
part or all of the assets of the association of which it is
receiver or coreceivers provided the loan or purchase is
approved by the courta.

{3) The procedure in the receivership action shall be
in all other respects in accordance with the practice in the
courte including 211 rights of appeal and reviews The
directorss officerss and attorneys of an association in
office at the time of the initiation of any proceeding under
this section or under [section 104)] are expressly authorized
to contest any such proceeding and shall be reimbursed for
reasonable expenses and attorney fees by the association or
from its assets. Any court having any such proceeding before
it shall allow and order paid reasonable expenses and
attorney fces for the directorss officerss and attorneyses

Section 10T« Appeal from injunctions dismissal as stay
of judgment -- court®s authority to enjoin department
pending appeal from dismissale An appeal from a judgment
enjoining the departsent from further proceedings and
directing it to surrender the business» propertys and assets
to the association does not operate as a stay of the
judgment unless the trial court in its discretion so orderse
If an appeal from the judgment is taken by the departmente

no bond need be givene If the judgment dismisses the actione

—Q4—
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an  appeal therefrom does not operate os 4 stay of the
judgment but the. coust rendesring the judgment =3y in  its
discretion enjoin the departments pending the appeaty from
further proceedings and direct ity pending the appeals to
surrender the businessy propertyy and assets to the
association if 3 bond is given in an amount not less then
10X of the cash on hand or on deposite.

Section 10B. Refusal of officers or directors to
comply with demands of department a misdemeanore. nhenever
the department demands possession of the propertyes business,
and assets of any association pursuant to [section 1032)
through {section 115])y the refusal of any officeres  agent,
employees or director of the association to comply with the
demand is a misdemeanor.

Section 109. Department entitlad to call for sheriff's
assistance -— demand required =-— sheriff*s dutys. If tno
demand of the department for tie possession of the projp.rtys
businesss and assets is not cowplied witn within 4 hours
after service of the demands the departsont may call *o i1ts
assistance the sheriff of the couaty in which the principal
place of business of the association s locateds by yiving
the sheriff written demands The sneriff shall enforce the
demands of the departmente

Section 110es Schedule and delivery of property and

securities. Hhen the department takes possession of the
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propertys businesss 3nd asskts of any associptionsy the
president. apd. secretazy of the association shall make 2
scheduie of all the propestys assetss and collateral held by
it as secusity for loass and make an oath that such schedule
sets fagth all the propertys ass2tss and collateral. The
presidant. and secretary shall deliver the schedule and the
possession of 3lt propertys assetss and collateral not
previously delivered to the department. The departmgnt may
3t apy time examine under oath any presidentes secretarys
officerey directors 3gents corf esployee of the associetion to
determine whether or not 31V the propertys assetss or
collateral have been transferred and delivered into his
POSS@SSiGne

Section 111« Department may issue subgpoenas and
require attendance of parties for examination. The
departacenat may i.sue subpoenss and require the attendance of
parties for examinatione

Section 112. Custodian mey bw appainted oy department
-- custedian's bonde When the dep.stment takes possession of
the businesssy praopertys ofRu dssels Ul o ASSOCHALIONy 1t may
appoint 4 custousiane The Loparcacnt M3y require a geood ang
sufficient band rrom the custodian and place him in charge
as its representativee

Section 113. Collection of money due -- pareservation

of assetss khen the departsmen: takes paossessiaon of the

-G
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propertys businesss and asscts of an association, it moy
collect all money due the association and Qqive receipt
therefore The department may do such other acts as are
necessary or expedient to collects conserves Or protect the
association's businesss propertys and assetse

Section 114« General authority of department when in
possession of associations If the departwent is in
possession of the businesss propertys and assets of an
associations whether or not it is Yiquidating the affairs of
the associations the department may:

{1) pay and discharge any secured claims against the
associatione No secured claim may be paid in an amount
larger than the value of the security at the time of
paymenta.

{2) pay administrative or current expenses incurred
prior to the taking of possession which are necessary or
convenient to the orderly or economic Yiquidation or
preservation of the assets and pay all wages or salariess in
amounts not exceeding such amounts as are normally paid to
officers and employeess No salary increases shall be
proposed or consented to by the departments conservators or
receivere The number of staff members which are required or
needed for the operation of the association shall be
determined by the department.

(3) disaffirm any executory contractss including
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leasesy to which the association is a party and disaffirm
any partially executed contractse including leasesy to the
extent that they remain executorye The disaffirmance shall
be made within 6 months after obtaining knowledge of the
existence of the contract or leasw.

Section 115 Claiams for damages resulting from
disaffirmance of executory contract or leasee Claims for
damages resulting from the disaffirmance of an executory
contract or lease by the department may be filed and
allowede No claim of 3 landlord for dasages resulting from
the disaffirmance of an unexpired lease of real property or
under any covenant of 2 lease shall be allowed in an amount
exceeding the rent reserved by the Yeases without
accelerations for the year succeeding the date of the
surrender of the premises plus the amount of any unpaid
accrued rents without acceleratione A& claim must be filed
within 30 days of the date of such disaffirmance.

Section 116« Procedure upon taking possession of
insured association —— federal savings and loan insurance
corporation as tiquidator or coliquidators. (1) The
department mays if it takes possession of any association
whose savings accounts are to any extent insured by the
federal savings and loan insurance corporations tender to
the federal savings and lcan insurance corporation the

appointment as statutory liquidator of the associatione If

-8 -
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it deas not mdke a tender as sole statutory liguidatore it
shall tender:- to the federal' sawvings and Yoan. insurance
corporation the appointment as statutory coliquidator to act
jointly with the departments The coliguidatorship shall be
for net more than 1 year from the date of tenders at the
expiration of which time the department shall become the
sole Viquidator except as otherwise provided hy this
sections The department shall tender to the federal sawvings
and loan insurance corporation the appointmant as sole
statutory liquidator of the association whenever the
corporation has become subrogated to the rights of 90X of
the liability of the association on savings accounts. If the
federal savings and Joan insurance corporation becomes
subrogated as to all the savings accounts in the
associationes it wmay then exercise all the powers and
privilages conferred upon It by [this act] without court
approvale

2y If the federal savings and toan insurance
corporation accepts the appointment as sole liquidatore it
shall possess all the powers and privileges of the
department as statutory liquidator of a possessed savings
and loan association and shall be subject to all duties of
the departwment as sole tiquidators except insofar as the
powers and privileges or duties are in conflict with federal

laws. and exgept as otherwise provided in [this act]e unless
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the associatéion resumes business pucrsuant co the provisions.
of [this. actje If 1. fedesal savings and loan. insurance
corporation accepts the appoaintment as cotiquidators it
shall paesass the powers and privileges jointly with the
department. and shall be subject to the duties jointly wi th
the department.

{3) 1If the federal savings and loan insurance
corporation accepts the appointment as coliquidator or
liquidators it shall file its acceptance with the director
and the clerk of the district court. The corporation may act
without bondes Upon filing its acceptance of appointment as
sole liquidators the possession of and title to 211 the
assetse businesss and property of the association shall vest
in the federal savings and loan insurance corporation
without the execution of any conveyances assignments.
transfers or cndorsemente Upon filing its acceptance of
appointment as coliquidators ihe possession and citle shall
be vested in the depasrtment and the corporation jointiye If
the federal savings and loan insurance corpuration Jdoes not
qualify as suse liguidaror ac ur bDuiuse the time prosided
for the expirativa of tie culiquicovurshipes the corporation
shall be wnolly divested of tie juihi titie and pPOSSCSSIon
and the s04e citie od pessession sholl wvest in the
departmeiite 1re vesting of tici. wnd possession of  the

Property oi coe  #5sdCictiuns uoes net render the property

~-100-
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subject to any claims by the federal corporation except
those which are encumbered by it with respect to the
association and its property. Whether or not it serves as
ligquidator or coliquidators the corporation may make loans
on the security of or may purchase with the approvat of the
courts except as otherwise provided in [this act)s 311 or
any part of the assets of any association the savings
accounts of which are to any extent insured by ite In the
event of @ purchases the corporation shall pay a3 reasonable
prices

{4) Whether or not the federal savings and tloan
insurance corporation serves as liquidators whenever it pays
or makes available for payment the savinjys accounts of any
association in liquidation which are insured by ity it shall
be subrogated upon the surrender and transfer to it of the
savings accountse The surrender and transfer do not affect
any right which the transferor has in any savings accounts
which are not paid or made available for payment or any
right to participate in the distribution of the net proceeds
remaining from the disposition of the assets of the
associatione The rights of the investors and crediters of
the association shall be determined in accordance with the
applicable provisions of [this act].

Section 117« Oelivery of remaining assets to permanent

stockholders —-— procedures {1) Whenevers in the case of any
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association which has issued permanent stocke the department
or the federal savings and Tocan insurance corporation has
fully 1liquidated all <claims other than <claims of the
stockholders and has wmade due provision for 311 known or
unclaimed liabilitiess excepting claims of Permanent
stockholderss and has paid all expenses of liquidations the
department shall c¢all a meeting of the stockholders of the
savings and loan association.

(2) Notice of the meeting shall be given by:

(a) five publications in a 30-day period in one or
more newspapers published in the county in which the
principal office of the association is located; and

{b} letter to each stockholder mailed to his
last-known addresse.

{3) At the meetingy the department shall deliver to
the stockholders all the property and effects of the
association remaining in its possession except its recorisy
which shall be retained by it as part of the records of the
officee Upon transfer and delivery, the department shall be
discharged from any further liability to the association or
its creditorsy and thereafter the association shall be in
the samc position as though it had never been authorized to
transact a savings and 1oan businesse.

Section 118. Permission for conversion of association

into federal associations. Any savings and loan association

~-102-
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eligible to become a member of the federal! home Toan bank
may convert itself into a federal savings and 1loan
association pursuant to the Home Owners® Loan Act of 1933,
12 UeSeCs 1461 through 1468y with the same effect as though
originally incorporated under that acty and the proceedings
to effect the conversion shall be as outlined in [section
119] through [section 122]e

Section 119« MNotice of stockholders?® meeting -
service and proof of service. {1} A meoting of the
stockholders shall be held upon not less than 10 days*
written notice to sach stockholders served either persconally
or by wmails postage prepalde directed to hism at his
last-known post—office address and containing a statement of
the times places and purpose for which the weeting is
called.

(2Z) Proof by affidavit of due service of the notice
shall be filed in the office of the corporation before or at
the time of the mestinge

Section 120« Majority approval of resolution at
stockholders® weeting requirede (1) At a3 meeting of the
stockholders held as providc& in {section 119])e the
stockholders mays by the affirmative vote of the majority of
the stockholders presentsy In person or by proxye declare by
resclution the determination to convert the state companys

associatione or corporation into a3 federal savings and loan
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associatione

(2} A copy of the minutes of the meetings verified by
the affidavit of the president or vice-president and the
secretary of the meetings shall be filed in the office of
the departmsnt within 10 days after the date of the meetinge
The sworn copy of the proceedings of the meetings when so
fileds is presumptive evidence of the holding and the action
of the seeting.

Section 121. When association permitted to take steps
necessary for conversion to federal association —— time for
filing charter -—- fee —- cessation as domestic associatione
{1) After the holding of the meeting of stockholders. the
state company, associations or corporation shall take such
actions in the manner prescribed or authorized by the laws
of the United States or the rules and requlations
promulgated pursuant theretos as shall make it a federal
savings and Yoan association and shall file in the office of
the department a copy of the charter of authorization issued
to the assocCiation by the federal howme loan bank board or a
certificate showing the organization of the association as
a federal savings and locan associations certified by the
federal howme loan bank boardes Upon filing with the
department, the association ceases to be a state savings and
loan association but retains all rightss privilegess and

exeaptions of a domestic associatione
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(2) A fee of $20 shall accompany the copy of the
charter of authorizatione

(3) Federal associations so converted and their
members are subject to the same foru of taxation and on the
same basis as state associations and their stockholders.

Section 122« When state supervision ceases =-— when
property and assets vest in association under new name and
style — enjoyment of property by converted associations. (1)
At the time when the conversion becomes effactivey the
companys associations or corporation shall cease %o be
supervised by this state but shall continue as a body
corporate converted pursuant to the provisions of the Home
Owners® Loan Act of 1933 and subject to examination and
regulation pursuant to that acte

{2) AR the property of the state companys
associations or corporations including a1l its righty titlee
and interest in and to a1l property of whatever kinds
whether reals personale or mixeds and things in action and
every righte privileges interests and asset of any
conceivable value or benefit then existings belongings or
pertaining to it or which would inure +to it shall
immediately by operation of law and without any conveyance
or transfer and without any further act or deed be vested in
and become the property of the federal savinas and %Yoan

associatione The federal savings and loan association shal?l
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haves holds and enjoy the same in its own right as fully and
to the same extent as it was possessedy helds and enjoyed by
the state companys associationes or corporations

(3) The federal savings and Yoan association as of the
time of the taking effect of the conversion shall succeed to
311 the rightss oblligationss and relations of the state
companys associations or corporatione

Section 123. Persission for conversion of a state
sutual association or 3 federal association to state stéck
association —— votes necassarye Any state sutual assoclation

or federal association may convert itself intc a state stock

.association under (this act] upon a vote of 51X or wore of

the wewbers of the state mutual or federal associstion cast
at any regular or special meeting called to consider the
actione

Section 124, Election of directors after conversion —
time directors to hold officee At the meetings the members
shall also vote upon the directors who shall be the
directors of the savings and 1loan association after
conversion takes effects te hold office until the next
annual weeting and until their successors are elected and
quatifiede

Section 125. Verified minutes of stockhclders® meeting
to be filed. Copies of the minutes of the proceedings of the

stockholiders® meetinge wverified by the affidavit of the
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president or vice-president and the scecretary or an
assistant secretvarys shall be Ffiled in the office of the
department ande in duplicates with the federal home loan
bank of which the association is 2 mesbers within 10 days
after the meetings

Section l26. Minutes presumptive ovidence of action
takene The verified copies of the minutes of the mectings
when filed as required by [section 1257 sh,13 be
presumptive evidence of the holding and action of the
meetinge

Section 127. when mutual or federal association may
become domestic stock association — proceedings by
directors — requirements as to sinisum amounts of capitule
(1) After the weetings the mutual or federal association
shall take such action in the wmanner prescribed and
authorized py [this act] as shall make it a stock soavings
and loan association of this state, and the directors
elected at the meeting shall! file such documents and follow
such procedures as are required by [this act] in the case of
the original incorporation of a savings and toan
associations

t2) A savings and Jcoan association incorporated by
conversion from a federal savings ond loan association shall
not be required to comply with any of the provisions of law

or any rule adopted by the department relating to the
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miniauw amounts of capital required to be subscribhad in
cannection: with the origimal incarpenatian of a sawings 3ang
Joan assaciation undar [this act]s

Sactian. 128. Statement of conwersion in anticlese The
directors mays if they so desires insert in the articles of
incorporation the follawing statement: %This asspciation
{company or carperatian) is incorporated by conversion from
a federal sawings and loan association.”

Section 129« Articles to te filed with fedsral hose
loan banke Within 10 days aofter tne filing of the articles
of incorporation with the secretary of states there shall be
filed with the federal home loan bank of which the
association is a membar two copies of the articles of
incorporations certified by the secretary of state.

Section 130« Cessation as faderal association -
vesting of property under new noama. Upon the filing of the
articles of incorporation with tha secretary of states the
association ceasaes to be a federal savings and loean
association and thereafter is a savings and laan
associationa A1l of the property of the Jassociatiaone
including all of its right, titlas and interaest in and to
all praperty of evary kind and characters whether reals
personaly or ®ixede immediately by operation of JTawe withoutr
any conweyance or transfer and without sny further act or

deed» wvests in the association under its new name and style
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as a savings and loan association and under its new
jurisdictione

Section 131l. Transfer of property rights -
association as continuation of previous federal associaticne
The savings and loan association shall haves holds and enjoy
the property mentioned in fsection 130)] in its own right as
fully and to the same extent as the property was possessed,
helds and enjoyed by it as a federal savings and loan
association; and the savings and loan association continues
to be responsible for 311 of the obligations of the federal
savings and Jloan association to the same extent as though
the conversion had not taken placee It is expressly declared
that the savings and Yoan association is merely a
continuation of the federal savings and Jecan association
under a new names 3 new jurisdictions and such revision of
its corporate structure as may be considered necessary for
its proper operation under the new jurisdictione.

Section 132. Acts permitted executorss administratorse
and fiduciaries without obtaining court approvale. Every
executors administrators trustees guardiane receivers
fiduciaryes public corporations political subdivisions public
instrumentalitys charitable‘ educationaly and eleemosynary
institutions banks savings banks trust companyes financial
institutions insurance companys of cemetery associations

without the necessity of obtaining court approvals may:
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{1) vote in person or by proxy in favor of converting
a federal savings and loan association inte a savings and
Toan association or may approve the determination to
convert;

{2) exchange any sharesy share accountss or other
rights or <claims for securities issued by the savings and
loan association and may continue to hold as a legal
investeent any securities so receivedes

Section 133. Penalty for making false statement
concerning financial condition of savings and Yoan
association. Any person who knowingly makess wutterss
circulatess or transmits tc another or others any statement
untrue in facts dercgatory to the financial condition of any
association doing business in this states with intent to
injure the associatione or who counselss aidsy procuress or
induces another to originates makey utter, transmwmit,y or
circulate any such statement or rumor with 1like intent is
guilty of a misdemeanor.

Section 134« Penalties for wviolation of chapter --
fraudulent misrepresentation by association of contract or
securitiess (n Any association which wviolates any
provisions of [this act) or fraudulently misrepresents the
terms of any contract or of any securities and thereby
secures a sale therefor shall be punished by a fine of not

exceeding $1+000 and forfeiture and ruvocation of all
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licenses issued to it under the provisions of [this act]e.

{2} Any person who violates any provision of (this
act] or sells any securities as the result of any fraudulent
misrepresentation is guilty of & misdemeanory and the
license issued to him shall be forfeited and revoked.

Section 135. Sale of securities without license and
payment of fees unltawful - penaltye Any persony firme
partnerships or corporation deing business In this states as
described in [section 23]y selling or offering for sale
within this state any securities of any <companys
associations or corporation which has not received the
license provided for in [section 24 and section 49] or who
has not himself secured the license provided for in [section
51] or who has not paid the fees and obtained the license as
provided in [section 13] is guilty of a misdemeanor for each
such violatione

Section 136« Effect of revocation of license. The
revocation of any license issued under any of the provisions
of [this act] shally from the date of such revocations place
the association to whom it was issued in the same JYegal
status and subject to the same prohibitions and pen2lties as
one to whom no license has been issued.

Section 13T7. Continuation of existing associationse
Building and loan associations existing and doing business

in this state on [the effective date of this act}l shall
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continue to be recognized as lawfully organized mutual
associations and shall continue to be subject to 32-2-101
through 32-2-503.

Section 138. Effective datee. This act is effective on

its passage and approvale

—End-
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STATE OF MONTANA

REQUEST NO. 13379
FISCAL NOTE

Form BD-15

In compliance with a written request received .___January 29

.-, 19 __7“9_,, , there is hereby submitted a Fiscal Note
for __ _HB 78 _

—— pursuant to Chapter 53, Laws of Montana, 1965 - Thirty-Ninth Legislative Assembly,

Background information used in developing this Fiscal Note is available from the Office of Budget and Program Planning, to members
of the Legislature upon request.

DESCRIPTION OF PROPOSED LEGISLATION:

House Bill 78 is an act providing for the incorporation, management, operation, and
regulation of stock savings and loan assoclations; prescribing the powers, duties,
and limitations of such associations; providing for the contlnuation of existing
mutual savings and loan associlations; and providing an immediate effective date.

ASSUMPTIONS:

H.B. 78 has no immediate fiscal impact. It would result in additional department
workload only if several new savings and loan associations were chartered under
this new law, or 1f several presently Federal assoclatlons converted to state
chartered stock companies. The organization of a new S & L, or the conversion of

a federal S & L to a state charter, 1s a long process that would very likely not be
completed before the end of the 1979-1981 biennium.

FISCAL IMPACT: None

Lol 7 S}Am%ﬁ
BUDGET DIRECTOR 4

Office of Budget and Program Planning
Date: 4/ 3¢/ 77




