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HOUSE BILL NO. __ 20
INTRODUCED BY _FABREGA

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE
LAKWS RELATING TO BUILDING AND LOAN ASSOCIATIONS; AUTHORIZING
THE FORMATION OF CAPITAL STOCK ASSOCIATIONS; PROVIDING FOR
CONVERSION BETWEEN CAPITAL STOCK AND MUTUAL ASSDCIATIONS;
AMENDING SECTIONS 32-2-10ls 32-2~-20}y 32-2-205, 32-2-207
THROUGH 32-2-212s 32-2-221y 32-2-224¢ 32-2-231e 32-2-301,
32-2-309y 32-2-401y 32-2-404y 32-2-%410y 32-2-416 THROUGH
32~2=418y 32-2-531y 32-2-432¢ 32-2—-4%ly AND 32-2-501 THROUGH

32-2-503s MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."™

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONFANA:
Section le 3Jection 32-2-101y MCAs is amended to read:
®32-2-101le Purpose =-— definitionse (1) A corporation

mutuatly operated for the purpose of encouraging home

ownership and thrift ewsong——its—-wembers and making
substantially a¥l1 of its loans to——them on real estate

mortgage security shall be known in this chapter as a

building and lYoan association or a savings and loan

association and is under the supervision of the departments
which shall enforce a1} laws with respect to ite
t2-—-Fhe—owners—-—of—ahares—in——a——buitding—ond——IFoan

associotion——are——ecoited--stockhobderyv—-Fhe—menbers—of-—o
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buitding--snd——}een—-asseecintion——sre-—rits—sharehot dersy
stockholderasy——borroversy—or-purchasers—of—real—eatate—under
coneratts

+3312) The associations have continual succession and
shall be organized under the provisions of this chaptera

+43(3)1 Hhen used in this chapters tha following
definitions apply:

{a) *"Building and loan association® includes savings
and loan associations organized under this chapter.

(b) *"Department® means the department of commerce
provided for in Title 2y chapter 15¢ part 18.

ic} “Capital stock™ means the aggregate of shares of

ithd bl ital i ! ital tock
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Section 2. Section 32-2-2014 HCAy is awmended to read:

=32-2-201e Articles of incorporation —-— contentse
Khenever any nﬁnber of personss not less than fives desire
to incorporate a building and loan associations haviag for
its object the conduct and operation of such an association
as defined in this chaptery they shall prepare and file
articles of incorporation to that effect in the manner
specified iIn this chapters. Such articles shall be signeds
sealedr and acknowledged in the form now provided by the
statutes of this state for the conveyance of real estate and
shall include the fellowing:

{l1) the name of the associationy which may not be the

same as or too closely resemble that in use by any existing
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corparation established under the laws of this states The
words building and loan association or savings and loan
assocjation shall form a part of the name, and a corporation
not orqganized wunder this chapter may not use a name
embodying that combination of wordss provided that the
associations existing as of May 1, 1927+ may conatinue their
present namesa

{2) the principal office or place of business of the
associations which shall be within this state;

(3) if o capital stock assgciation. the ameumt—of—its
eapital-atoch-and-the aggregate number of shares #nte which
the same—sahol)-~be-—dividedo—~Fhe—ecopital—stock—ashnii-—be
dividad-into—shares-having-e—par-valve-of—4106x corporation
will have authorkiy to issuei

{4y a provision that such association is organized
under this chapter for the purposes herein expressed;

(5) the names and residences of the persons who
subscribed and acknowledged the declarations a majority of
whom shall be citizens of this stote and shall thereafter be
called incorporators.™

Section 3« Section 32-2-20%y MCAs is amended to read:

*312-2-205« Gopitat-stock—requiremtats-——investigntion
Invgstigation -~ certificate of incorporations how iss: .ede
4i¥-Fhe—eapitel-stock-nancd—in-the-sréictes—of-incorporadon
refera—to—the—asutherized-copital-stocks

—4-
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+2j——Fhe-orginiation—moy—be——conpleted—eand——business
commenced-when—5§-of—the—capital—stochk—is—subaeribed-ond-not
Fess—ehan—i2y500—paid—iny-——in-—cashv—Fhat-—omount—mist

thereaftaer—pe—-patntainedy

€3911)1 (3) When the articles of incorporation oare in’

proper form and regularly executed and the bylaws have been
duly approved as required in 32-2-204 snd-it~appeary-to——the
setisfection—of—the—department——thot-Si-of—the—authordeed
capitet—hes—ectvetty-been—paid—in-cesh-upen—the-subseriptéion

Lsection 303 have heen complied withe the department shall

then ascertain from the best sources of information at its
command the responsibilitys characteres and general fitness
of the incorporatorse. The departsent shall also determine
whether there is a reasonable need for the existence of the
association and whether the public convenience and advantage
will be promoted by its existencee

(b) If the deparwment is not satisfied with the result
of its investigations of the matters specified In this
sectiony it shally within 60 days after the articles eof
incorparation and bylaws have been presented to ity refuse
to issue the certificate described in this section.

(c} If it is satisfied with the result of its
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investigationsy it shally within 60 days after the articles
of incorporation and bylaws have been presented to ity issue
under its official seal a certificate reciting in substance
the filing in its office of the articles of incorporation
and bylaws.

143{2) (a} The certificate shall also state that the
articles and bylaws conform to all the requirements of this
chapters that the department has approved them and that it
believes that the incorporators are fit and proper persons
to conduct the business of a bullding and Toan association
as defined in this chapter and the bylawsy that there is 2
reasonable need for the existence of the building and loan
associationy and that the public convenience and advantage
will be promoted thereby.

{b) The certificate shall be made in guadruwplicate and
attached to each copy of the articles of incorporationsy one
of which shall ba retained by the department. The other
three shall be returned to the incerporatorsy who shall
immediately file one copy with the secretary of state and
one with the clerk and recorder of the county in which the
principal place of business of the association is located.
The other copy shall be retained by the associations

{c) Immadiately upon the receipt of the certified
copys the secretary of state shall issue a certificate of

incorporations at which time the incorporation of the

——
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association is complete.”

Section 4, Section 32-2-2074 MCA, is amended to read:

#32-2~-207, Removal of directorses No director shall be
rgmoved from office except as herein provided or by a vote
of the pepbers. of a. mytual association representing
twomthirds of the withdrawable deposits ia the association
ar the stockhoilders of a capjtal stock corporation holding
two~thirds of +the c¢apital stocks 3t a general meeting held
after previous notice given in the wmanner provided in
32-2—-209s. Meetings of the gembers _or stockholders for this
purpose may be called by the president or by 2 majerity of
the directors or by stockholders holding not less than 25%
of the capital stock."

Section 5. Section 32-2-208y HCAy is omended to reads:

#32-2-208. MHeetings of stockholders and directors« (1)
The meetings of the pesbers _oF stockholders of a Montana
buitding and toan association must be held at Its office or
principal place of business in this state.

{2)] In its bylawss such association shall provide for
at least one regular wmeeting of members or stockholders
annually. Notice of any meetings whether regular or specialy
shall be glven by the secretary In accordance with 32~-2-209,.
The board of directors shall have the right to call a
special mdeting at any time. The board of directors must

aldo call a special meeting whenever petitioned to do so byz
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Jeast 25X of the withdrawable deposits of the associetions
2f

ikl stockholders owning at least 253 of the issued
stocka

£3) The secretary shall call special meetings in the
same manner as provided in 32-2-209,"

Section 6e Section 32-2-209+ MCA: Is amended to read:

"312-2~209. Notice of meetings. {1} At Jeast 30 days
prior to any annual or special meeting of any auch
associations a notice stating the time and place of sgweh the
meeting shall be deposited in the post office at the
principal place of business of such assocliationa directed to
each wmember gor. . stockholder at his addresss as the same
appears at the time on the books of the associations and
when so depositedsy postage prepaide shall be deemed a 1egal
and sufficient notice of any sueh meetings

{2} In addition thereto notice may be given by four
consecutive weekly publications in a newspaper published in
the county where the assoclation has its principal place of
business, Such publication shall be complete on the dav of
the fourth publicatione

13) In notices of special meetings there shall be
attached to and accompanying such notice a statement of any

matter or matters to be considered at said meetinge
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(4) AlY wembers or  stockholders of ~sueh the
association shal) be entitled to vote at sueh fhe meetings
in person or by proxys"

Section 7« Section 32-2-210y MCAs 5 amended to  read:z

R32-2-210. Proxies. At least once every year the board
of directors of every building and loan association shally
by resolutions cause the secretary of such association to
wall to every pepher oar stockholder of such association a
blank form of proxye and the gesher. _or stockholder wmay
withdraw his former proxy and - substitute another in its
steads Every proxy shall continue in force and be binding
upon the mpember or stockholder until such proxy is revoked
or another substituted.™

Section 8. Section 32-2-211y MCA» Is amended to read:

¥32-72~-211. Transfer of stock or account — effecta (1}
The delivery of a gapita}l stock certificate of a building
and loan association to a bona fide purchaser or pledgee for
valuey together with a written transfer of the same or a
written power of attorney to sells assigne or transfer the
samey signed by the owner of the certificates shall be a
sufficient delivery to transfer the title as against the
creditors of the transferor and subsequent purchasers; buot
nge such transfer shall affect the right of the building and
loan association to pay any dividend due upon the stock or

treat the holder of record as the holder in fact until such

-~
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transfer is recordad wpon the books of the building and lean
association or 3 new certificate is issued to the person to
whom it has been transferreds.

(2)__A _savi y int £ 4 in i

Section 9. Section 32-2-2124 MCAy is amended to read:

"32-2-212. Requirements of transfer in certain cases.
when a certificate of stock gor a savings account in a
building and loan association is owned by persons residing
out of the state or.is Toste the presidents secretarys or
directors of such associatione hefore entering any ' transfer
of such stock ofF account on its books or before issuing a
new certificate therefor to the +transferee or ownery may
require from the attorney or agent of the owner or from the
person claiming under the transfer an affidavit or other
evidence that the owner was alive at the date of the
transfer or that the original certificate is lost and has

not been assigned or transferred and may alsc require from

~10~
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the attorneys agents or claiwmant a bond of indemnitys with a
surety or sureties satisfactory to the officers of such
associationy to protect such association against any
1iability to the ownery assigneey or transferee of such
shares of _accoynl or the legal representatives of the owners
of such shares gr account» Iin case of his or her death
before the transfery, and also to protect soch ithe
association against any liability accruing or resulting by
reason of satd lost or original certificate being thereafter
presentad to ite If sueh the affidavit or other evidence or
bond ®&e 15 not furnished when required as hercin providedy
neither sweh the assockiation nor any officer thereof shall
be liable for refusing to enter the transfer on the books of
the association.”

Section 10« Section 32-2-221y MCAy is amended to read:

#32-2-221« Foreign associations -~ requirementse {1}
An associations as defined in 32-2-103y organized under the
Taws of any other statey of the United 5tatesy or of any
foreign government shalls before doing busipess in this
statey file with the secretary of state and the department a
duly authenticated copy of their chaertery articles of
incorporationy or articles of agreement and also a
statementy verified by oath of the president and secretary
of the corporation or managing officials if other than a

corporation and duly verifieds showing:
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{a} the mname of the association and the location of
its principal office or place of business outside this state
and the location of the place of business or principal
office in this state;

(b) the names and residences of the officersy
trusteess or directors;

{c) the amount of capital stocks Jf anys and savings
ligbility;

{d) the amount of capital invested in the state of
Montanaa

(2} The association shall a¥so filey at the same time
and in the same officess a certificates signed by its
presidenty vice-presidenty or other acting head and by its
secretarye if there is ones certifying that the association
has consented to 211 the license laws and other laws of this
state relative to foreign associations and has consented to
be sued in the courts of this state upon 21! causes of
action arising against it in this state and that service of
process may be made upon a citizen of this states whose name
and ptace of residence shall be designated in the
certificate, Service of process on that agent is w2lid
service on the association.®

Section 11. Section 32-2-224y MCAe is amended to iead:

®*32-2~224a Shares of stock and _sawings.  accs uoks
subject to attachment. The stock or shares 33vings  gccounts

=-12- .
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of such Fforeign associations doing busindss in this state
shall be subject to attactmunt In the same mamner as now
provided by law in the case of domestic associationsa®

Section 12« Section 32-2-231¢ MCAy is amended to read:

"32-2-731. Consolidstion and transfer — branching
prohibiteds (1) ©Cnly building and -~ loan associations
organized and chartered under the 7Jlaws of the state of
Montana ways wWith the approval of - the departwents
consolidate and become incorporated In one bodys with or
withaout any dissolution or division of the funds or properiy
of any of thems ANy association may transfer its
engagementssy fundsy and property to any other association
upon terms agreed upon by a majority vote of the respective
beard of directors and ratified by a two~thirds vote of the
shares or pembers owning at least two-thirds of - the
withdrawable degosits in the sssociations present and voting
in person or by proxy at a special meeting or wmeetings of
the stockholders gc sembars of the respective associations
convened for that purposes upon notice given as provided¢ by
tawr: the notice to state the object of the meetinga A
transfer may not prejudice any right of any creditor of the
associatione

(2) Branching by merger or branching otherwise between
3 building and %Yoan assocliation organized and chartered

under the Taws of Montana and a building and toan
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association organized and chartered under the laws of any
other state is prohibiteds Branching de novo in Montana by a
foreign~chartered building and 1oan association is
prohibited.

{3} Insofar as this section Timits or reduces the
rightss poOWErsy or priviteges of building and loan
assocliations previously granted by lTawe it shall apply only
to proposed conselidations or wergers of associations which
are initiated by action taken by their board of -directors
and shareholders subsequent to April l4y 1977.%

Section 13, Section 32-2-301y MCAy is amended to read:

®32-2-301. Examinations by depart-ent- The department
shall examine all building and lean associations doing
business in this state at least once a year. Alsos when the
holders of 10% of the subscribed stock or meabers holging
10X of the withdrawable depgosits of an association file a
written application with the department requesting it te
make a special examination of an associations it shall make
the examination immediately. The expense of the examiner
making the examipnation shall be paid by the association
examinedy and the examiner*s finding shall be available to
the petitioners and the board of directors of the
association notwithstanding any provisions to the contrary
contained in this chaptere®

Section 14, Section 32-2-309, MCAy is amended to read:

~14—
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#32-2-30%. Insolvency or impairment of association --
powers of department. (1) When it appears to the department
that the affairs of a building and Toan association are in
an unsound condition or that it is conducting its husiness
in an unsafe or unlawful mannere. the department may take
possession of all bookss recordss and assets of every
description of the assoclation and retain possession of them
pending the further proceedings specified in this sectione

{Z) If the board of directorss secretarys or person in
charge of the association refuses to permit the department
to take possessions the department shall communicate that
fact to the attorney general. The attorney general shall at
once Jinstitute the proceedings necessary to place the
department in immediate possession of the property of the
assocliation.

{3) Upon taking possession of the effects of the
associations the department shall prepare a full and true
statement of the affalirs and condition of the associations
including an itemized statement of its assets and
tiabilitiesy and shall receive and collect all debtsy dues,
and claims belonging to it and pay the immediate and
reasonable expenses of the department®s trust.

{4) HWhen the condition of the association has besn
fully ascertained and it appears that the affairs of the

association are’' In fact in an unsound condition, the
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department shall at once notifys in writingy the board of
directors of the asscociation of its decisiony giving thea 20
days in which to restore the affairs of the association to
sound conditiona

(5) Meanwhiley the department shall remain in charge
of the bookse recordss and assets of every description of
the associations shall attend or be represented at all
directors and stockholders gof mepbers meetings helds and
shall suggest those steps it considers necessary to restore
the associatjon to a sound condition.

{6) If the association is not restored to a sound
condition within Z0 dayss the department shall report the
facts to the attorney generalas The atterney general shall
institute proceedings inm the district court of the county in
which the association has its principal place of business
for the appointment of the department as receiver.

(7) As receivers the department may collect all moneys
due the assoclation and may do those other acts which are
necessary to conserve its assets and businesss and it shall
liquidate the association's affalrs. The department rays
except as otherwise liwited by the terms of this chapter~ do
any acts necessary ore in its discretions desirable for the
protection of the property and assets of the associatior and
the speedy and economical liquidation of its asset: and

affairs and the payment of its creditors or for the

-16~
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resumption of busSiness of the association where that is
practicable or desirables The department may “institute in
its own name or in the name of the association those legal
proceedings it considers expedient for those purposes.

{8) By applying to the district court of the county in
which the assoclation is locateds or to the judge thereof in
chamberss the department mays upon sufficient showing of
causey obtain an order to selly compromises or compound any
bad or doubtful debt or claim and to sell any of the assets.
The sale may be made to stockholders, memberss officerss
directorsy or others interested in the associations on
consent of the court. On the proceedings the association
shall be made a party by notice issued on order of the court
or judgey in place of summons but served in like manpnere
The hearing of the application or petition by the department
@ay be had at any timey either in term or vacation in court
or in chambersy as the court wmay ordery after the
association has had 5 days® notice of the application.®

Section 15, Section 32-2-401y MCAy Is amended te read:

n32-2-401, Powers and duties of building and 1lecan
associationse A building and loan association may:

{1) have continual succession by its corporate name;

{2) sue and be sued In any court;

(3)y make and use a common seal and alter it at

pleasure;
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(4) appoint those officers or agents the business of
the corporstion requires and pay them suitable compensation;

{5) enter into obligations or contracts essential to
the transaction of its ordinary affairs or for the purposes
of the cerporation;

{6) issue stock to stockholders and  savings
certificates %9 members on the terms and conditions the
eonstitution articles of incorporation and bylaws providey
Bub—an—agseciatien—may-net—-issue-preaferred-atoch;

{T)} assess and collect from members dues—on-steck—and
interest on Joans at the times and in the amount provided
for in the eonstitwtion griicles of incorparation and
bylaws;

(8) permit members to withdraw all or part of their
stock-credits s5avings at the times and upon the terms as the
constieubieon articles of jncorporation and bylaws may
provides

{9) cancel shares—ef-steeck savings certificates upon
which all credits have been withdrawn or upon which loans
have been canceled or steek s5avings upon which no payments
have been made for a period of 6 monthsy hy returning to the
steckhotders pembers all creditsy if anyes and reissue the
sheres certificates as new seeek savings cerkificates;

{10) issue Steck savings certificates to minors and
permit +t Lthew to be withdrawn as other stoeck savings

~1B8—



~ & wu P

-]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

LC 0152701

certificatese The receipt by the minor is a valid
acquittance if his rights have been fully secured to hime

{11) acquires holds encusbers and convey that real
estate and personal property necessary for the transaction
of its business or necessary to enforce or protect its
securities;

{12) borrow moneys only when necessary and not
exceeding 20% of its assetssy except when borrowing from the
federal home Yoan bank as provided in 32-2-40%, and issue
its promissory note for the loanj

{13) make 1loans to members on the security of the
shares savings accounts of the association and also on their
notes secured by first mortgages on improved real estate.
including  suburban homes but not on farm lands or mining
propertyy for not to exceed 753 of the actual value of the
real estate and upon the terms and conditions which may be
provided in the comskitutéion articles of incorparation and
bylaws;

{14) cancel those 1loans and release the securities on
those terms the board of directors way provide;

{15) invest the money of the association in accordance
with 32-2-406;

{16) loan money to other buitding and toan
assocliations;

{17) make s—semianwnuad distribution of all the—earmings

-19—
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interest apd dividends earned after payment of expenses znd
setting aside a sum for the contingent funds as provided in
this chapters;

€18) amend its articles of incorporation by changing
the names place of businesss the number of directorss and
increase or decrease tha capital stocky and provide for its
onn continual successfion by & majority vote of its
directors. Howevery those amendments are of no effect wuntil
approved by the department.

{19) dissolve the corporation in accardance with the
provisions of this chapter;

(20) provides by constieution apticles of jpcorporation
and bylaws adopted or awended by its board of directorsy for
the proper exercise of the powers granted in this section
and the conduct and management of its affairs;

{21) exercise those other powers which are necessary
and proper to enable the corporation to carry out the
purpose of its organization.™

Section l6e Section 32-2-40%y MCAy is amended to read:

"32-2-404, Stoek Savings aAccount withdrawal. (!} No
charge or feey except as provided in this sections wma, be
made against a member who withtidraws his stock savingses :fter
having given 30 days® notice of the withdrawal. No fi3e of
any description may be made upon the psr value of that stock

of—-upon—-the-declored-dividends 3qvings account becauce of

—20-
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the withdrawal. A member who withdraws his steek savings or
whose steek savings account s matured is entitled to
receive all dues Sums paid in and all dividends jnterest
declaredy less interesty if anys as provided in 32-2-402,
Yess a reasonable membership fee net exceeding 2% of the por
vatye apount of each-shore—of—stock his deppsite and Yess a
pro rata share of all lossesy if anys which have occurreda
No other fine or assessments say be made against the atoek
savingse

{2} Applications for withdrawal shall be registered on
the books of the association in the order receivedy and
ane—half .of all cash c¢ollections not required to meet
outstanding contracts must be used for the payment of the
matured stoek savings and of the withdrawals in the order
registereds The other half of those collections each wmonth
may be used for the payment of withdrawals other than in the
order vegisteredy but no member may receive more than $100
in any one month other than by payment of an application for
withdrawal in the order registereds The term *outstanding
contracts® includes the costs and expenses of operations
completion of loanss payeent of taxes and assessments and
necessary remodeling and repairs on propertles owned by or
mortgaged to the associations repayment of all borrowed
money, and all fixed charges.”

Section 17« Section 32-2-410y MCAy is amended to read:
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%32-2-410. Fund Tor contingent lTosses. The amount to
be set aside to the fund for contingent 1losses 'shall be
determined by the board of directorss but in all permanent
or serial associations at least 5% of the net earnings shall
be set aside wach year for such fund until- it reaches at
least 5% of the book value of the steek savings depgsits.
All losses shall be paid out of such fund until the same is
exhausteds and whenever the amount in ‘said fund falls below
5% of the bovok--velue-——of—the——stoek savings deposits as
aforesatdy it shall be replenished by annual appropriations
of at least 5% of the earningsy as hereinbefore ' providedy
until) it again reaches said amount.*

Section 18. Section 32-2-416s MCAs is awmended to read:

"32-2-416. Joint ownerships Any building and Jloan
association may issuve 3avings certificates apd shares to or
in the name of two or more personse whether husband and wife
or otherwise; withdrawal by any one of such persons and the
receipt or acquittance of any ome of such persons shall be
valid and sufficient release and discharge %o the
association for such withdrawalse regardless of the death‘of
disability of any other such joint shareholder or
certificate holdere"™

Section 19. Section 32~2-417y MCAy is amended to read:

¥32~-2-417. Trust — paymente HWhenever any shares of

stock shall pe purchased gr savings deposits  made in  any

-22-
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building and 1loan association by any person in trust for
another and ne ether or further notice of the existence and
terms of a legal and valid trust shall have been given in
writing to the associationy in the event of the death of the
trustees the sames or any part thereofs together with the
interest or dividands therecons may be paid to the person for
whom sald shares werae purchased or savings deposits made."
Section 20. Section 32-2-418, MCAy is amended to read:
®32-2-418., Sheres Savings held by minors. Whenever any
shares—ef——stock sayings accgunts in any building and Yoan
assoclation shall be purchased by or in the name of any
minory the same shall be held for the exclusive right and
benefit of such minor and free from the contro} or lien of
all persons whatsoevers except creditorse and shall be paide
with any interest due thercons to the person in whose nase
the sherea——eof-—atvek sSavipgs. accounks shall have been
purchaseds and the receipt of such minor shall be sufficient
release or discharge for such sheares—of—stock saxings
atcounts to the association.®
Section 2le Section 32-2-431y MCAy is amended to read:
%32-2-431. Voluntary liquidation and settlement. (1)
With the consent of the departments an association organized
under the 1aws of and doing business in this states mays if
the pembers or stockholders consider it advisables go inte

liquidationa For the purpose of so doing it may, at any
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reqular or called meeting of the pemgbers or stockhoelderss
adopt 3 resolution declaring that the association intends to
go into liquidation and discantinue business as a building
and loan association. A copy of the resolutions duly
certified by the president and secretary of the associations
under the seal thereofsy shall be transmitted to the
department within 10 days after its passages The department
shall then issue its certificate reciting that the
resolution has been filed in its office and that the
association is in liquidations.

{2} ATfter the fil¥ing of the notices it Is5 unlawful for
the association to issue stock or to lean or advance its
money to membersy shareholderss or to any other persons

{3} Al1? of the income and receipts of the associatian
in excess of the actual expense of managing it shall he
applied to pay off first the indebtedness and then the stesk
savings accounts in the association upon which no loans have
been mades the same to be paid pro ratas ihen fto pay off the
capital stock in the associations pro. ratae

{#) The board of directors of the association in
liquidation may adopt those rules and make those oriuers
which are just and equitable for the sale and disposition of
all property held by the association and for the divisic) of
the assets of the association.

(5) The association in Vigquidation may be examimew by

~24-
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and shall be under the supervision of the department.®

Section 22. Section 32-2-4324 MCAs is amended to read:

"32-2-432. Reorgapization of associations under
liquidationa Any association under voluntary Tiguidation as
provided in 32-2-431 or which may be under the possession ef
the department as specified in 32-2-309 may resume business
as an active building and loan association In the following
manners

{1) The directors of such building and loan
associations by and with the approval of the departmenats
mays upon such terms as may be agreed upon and ratified by
the meambers or stockhglders of such associatione reorganize
such association and resume business as an active building
and Yoan association.

{2) Ratification by members gor stockholders thereof
shal? be expressed at a regular or special meeting of
menbers duly called for that purposey at which meeting a
majority of the outstanding stock jn __a capital stock
associotion or withdrawable deposits in a. mutual association
votingy either in person or by proxXys shall be sufficient to
adopt such proposal.

{3) Notice of such meeting shall clearly indicate the
purpose of the meeting.”

Section 23. Section 32-2-44ly MCAy is amended to read:

n32-2-441, CLonversion into federal savings and loan

—25~
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" associationse Any building and loan association or other

home financing organizations by whatever name or style it
may be designateds eligible to become a federal savings and
Yoan association wmay convert itself into a federal savings
and loan association by following the procedure hereinafter
out? imeds

(1) At any regqular meeting of the shareholders gof
members of any such association or at any special meeting of
the shareholders or members of such associations in either
case <alled +to consider such action and held in ‘accordance
with ‘the Yaws governing such associations such shareholders
or.__mesberss by an affirmative vote of the majority of the
shareholders of semberse in person or by proxys may declare
by resolution the determination to coavert the association
into a federal savings and loan associationa

{2) A copy of "the minutes of the meeting of the
shareholders or meshers verified by the affidavit of the
president or vice-president and the sSecretary of the meeting
shall be filed with the &epartnent within 10 days after the
neetinge The verified copy of the minutes of such meeting
when so filed shall be presumptive evidence of the holding
and of the action of such meetinges

{3) Mithin a reasonable time and without any
unnecessary delay after the adjournment of such meeting of

shareholders pgr__megherss such association shall take any

-26~
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action necessary to wake it a federal savings and Joan
assocliations and within 10 days after receipt of the federal
charter there shall ke filed with the department a copy of
the charter issued to such association by the federal home
Yoan bank board or a certificate showing the organization of
such association as a federal savings and loan association
certified by or on behalf of the federal home toan bank
boarde Upon -the Filing of such Instrument such association
shal) cease to be a state association and shall thereafter
be a federal savings and Toan association.®

Section 24, Section 32-2-501s MCAs is amended to read:

"32-2-501. AsSociations empowered to make loans on
securities authorized by Naotionmal Housing Acte. Subject to
such regulations as may be prescribed by the federal housing
administratore pursuant to an act of congress cited as the
®Nat fonal Housing Act™, approved by the president on June
27¢ 1934y and a1l amendments thereto as wall as any
awmendments hereafter duly passed and approveds building and
loan associations qualified to do business in this state are
hereby empowered to make such loansy secured by mortgages
upon real estatey and other advances of credit to members or
otherss chargess investmentss purchasesy saless contracts
for insurance of wmortgages and advances of credit and
atockiolders® pegbers?® accountse and other contracts as are

nowy Or M3y hereafter bes authorized or provided for by said
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National Housing Act and ‘any amendments thereof duly passed
and approvaed.®

Section 25« Section 32-2-502y MCAy is amended to read:

®32-2-502. Transactions exempt from operation of state
Tawse All loanss chargess investments, advances of credit:
purchasesy salesy contracts for insurance of mortgages and
stoehholders: pephers' accountse and cother contracts made
pursuant to the powers granted §n 32-2-501 through 32-2-503
shall be exempt from the operation and application of the
general statutes of this state in conflict with said
National Housing Act and the regulations issued thereunder.®™

Section 2bs Section 32-2-503¢ HCA. is amendad to reads:

"32_2-503. Application of sectionse. The provisions of
32-2-501 through 32-2-503 shall apply only to loans,
advances of credity chargesy investmentss purchasess salesy
contracts for insurance of mortgages and advances of credit
and accounts of seeciholders geaberss and cother <contracts
made in connection with and Incidental to loans secured by
mortgages and to advances of credits insured or to be
insured, and accountse insured or tc be insuredy under the
provisions of said National Housing Act and amendments
thereof duly passed and approved.™

NEW SECTION. Section 27 Organization of |y tual
associations. The incorporators of a mutual! association

shall appoint ona of their number as chairman oi the
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incorporatorsy and he shall procure from 2 surety company or
other surety acceptable to the department a surety bond in
an amount ' no less than the sum of the asmount subscribed by
the incorporators and the amount of the expense fund
described in [section 28} The bond shall name the
department as obligee and shall be delivered to it. The bond
shall assure the safekeeping of the funds described and
their delivery to the association after the issuance of a
certificate of incorporation and after bonding of the
officers of +the corporation. In the event of failure to
complete organizations the hond shall assure the return. of
the amounts collected to the respective subscribers or their
assignss less reasonable expenses which shall be deducted
from the expense funde The incorperatorse before a
certificate of incorporation is issueds shall pay to the
chairman in‘cashb 1abors or services actually performed an
aggregate amount of at least $5000000s including that part
of the original subscription paid by the chairmans as
subscriptions to the savings actounts of the proposed
associations

NEMW SFELTI0Me Section 28. Expense fund for mutual
associations (1) In addition to their subscriptions to
savings accountss the incorporators shall create an expense

fund of not less than one-half of the minimum amount of

savings account Ssubscriptions required to be paid in under
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this chaptera. The expense fund shall be used to pay the
expenses of organizing the associations and its operating
expenses wmay be paid from the fund until such time as its
net income s sufficient to pay such earnings as may be
declared and paid or credited to its savings account holders
from sources available for payment of earningse Before a
certificate of intorporation is issueds the incorporators
shall deposit to the credit of the chairman of the
incorporators the amount of the expense funds in  cashe The
amounts contributed to the expense fund by the incorporators
5hall - not constitute a liability of the association except
as gtherwise provided.

{2) Contributions made by the incorpurators and others
to the expense fund may be repaid pro rata from the net
income of the assoclation after provision for statutory
reserves and declaration of earnings of not less than 23 on
savings accountse If the association is liquidated before
contributions to the expense fund have been repaide any
contributions to the expense fund remaining unexpended shall
be repaid to the contributors pro rata, after the paymsent of
the expenses of liquidatione creditorsy and withdrawal value
aof all savings accountss. The books of the association shall
reflect the expense funds The contributors to the expense
fund shall be paid earnings on the amounts paid in by them

at the times earnings are reqularly distributed to savings

-30-
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account' holders; and for this purposes the contributions
shall in all respects be considered as savings accounts of
the assoctation.

NEM _SECTIIONs Section 29 Organizational meeting.
Within 30 days after the corhorate exjstence of an
association beginsy the directors of the association shall
hold an organizational weeting and shall elect officers
pursuant to the provisions of this chapter and the bylawse.
At the organizational meeting the directors shall take such
other action as is appropriate in comection with beginning
the transaction of business by the associatione The
department may extends by ovrders the time within which the
organizational meeting must be held,

NEM SECTION. Section 30« Organization of capital
stock assoclationse The incorporators of a capital stock
association shall appoint one of their number as chairman of
the incorporatorsy ‘and the chairman shall procure from a
surety ' comspany nr other suraty acceptable to the department
a surety bond in an amount at least equal to the sum of the
amount of capital stock contributions and the additional
amounts described in [section 31). The bond shall name the
department as obligee and shall be delivered to its The
bond shall assure the safekaeping of the funds described and
their delivery to the association after the issuance of the

certificate of incorporation and the bonding of the
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officerse In the event of the failure to complete
organizationy the bond shall assure the return of the
?nounts collacted to the respective subscribers or their
ass5ignsy less reasoriable expenses which shail be deducted
from the paid-in surpluse Before a certificate of
incorporation #s issuads the subscribers shall pay to the
chairmans Iin cashe 1abore or services actually performeds
the <capital of such associations The capital shall be the
sum of the par or initially stated value of all shares of
voting capital stocka Each share of capital stock shall
entitle the holder of the share to one votea The wminimum
required capital is 35004000,

NEMW SECTIOR, Section 31. Capital stock association --
surplus fund —— verificaetion statement. (1) In addition to
the minimum capital required, the subscribers shall pay an
amount equal to not lass than 25% of the par or initially
stated value of the stock subscribeds which shall be
credited to paild-in surplus and may be used to offset
lossese The minimum capital and surplus may be used for the
reserves required by law and as may be permitted by the
board of diractors.

{2) Prior to the issuance of a certificate by the
departments the IinCorporators of a proposed associa.ion
shatl file with the department a statement in the form and

containing supporting data and proof as the department may
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requires The statement shall verify that the entird capital
and pald-in surplus has been unconditionally paid In and
that the funds representing the capital and paid—in surpluse
less amounts of the paid-in surplus expended for Jlande
builtdings suppliess fixtures, equipmsenty and organizations
are on hands

MEW SECTIONes Section 32. Issuance of capital stocks
{1) As of the date the corporate existence of a capital
stock association beginss the association shall issuve such
capital stock as necessary to satisfy the minisum capital
requirements of [settion 30] and such additional capfital
stock as way be approved for issuance by the board of
directors up to the amount autherized in the certificate of
incorporation. Once the amount of stock authorized in the
certificate of incorporation has been issueds no other
shares wmay be issued except as otherwise authorized in this
chaptere The capital stock of am associstiony when issued,
shall constitute permanent capital and may not be retired or
withdrawns except as otherwise provideds until 3all
liabilities of the associations including the withdrawal
value of all savings accountsy have been satisfied in full
and until outstanding capital certificates have been
retireds

{2Z) An association may issue shares of common stock

and preferred stocke with or without par values and such

-33-
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common and. preferred stock may be divided into classes and
the classes into seriese.

NEW SECTIONe Section 33. Restrictions on capital
stocke (1) The consideration for the issuance of capital
stock shall be paid in cash except for stock issued pursuant
tos

(a2) the incorporation of the association;:

(b) an employee stock option plan;

{c) a plan of mergery consolidationy or conversion
from a mutual to a stock association; or

(d) any other type of reorganization that has been
approved by the department.

(2) The par value or stated value of stock issued
pursuant to swubsections ({(1){a) through (1)(d) shall be
maintained as the permanent capital of the associatione and
any additional asount paid in shall be credited ta paid-in
surplus.

(3} The aggregate par value or ~ stated wvalue of all
outstanding shares of capital stock shail be the permanent
capital of the associationy and except as otherwise provided
by this chaptery such capital steck may not be retired until
final liquidation of the associations An association may not
reduce the par or stated value of its outstanding capital
stock without First obtaining the written approval of the

departments The department shall withhold its approval if
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the reduction will cause the par or stated value of
ocutstanding capital ock to be less than the winiaum
requirad by this chapter or will result in 1less than
adequate net worths as the department in its discretion may
determines AN  association way not retire any part of its
capital stock without the approval of the departament.

NEW SECTEONs Section 34« Purchase of stock of
deceased stockholdere An association way purchase its
capital stock from the personal representative of a deceased
stockholder upon the written approval of the departsent.
Upon obtaining written approvals an association may contract
with a 1living stockholder for a purchase of his stock upon
his death. Any such purchase shall be for a price and wupon
such teras and conditions as may be agreed upon by the
association and the stockholder or personal representative.
The purchase of a3 deceased stockholder's stock may not
reduce the net worth accounts of the association to an
a-nuni less than required by law or by any approrved insurer
of the assoclation®™s savings accountse An association
agreeing with & stockholder to purchase his capital stock
upon his death may purchase insurance on the 1life of the
stockholder to fund or partially fund such purchass. Any
stock purchased under this section may be rescld by the
association at a price and uvpon such terms and conditions as

the board of directors may approvey or may be retirades If
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the stock is to be resoldy the association shall file notice
with the department disclosing the prices termsy and
conditions of the proposed resale.

NEM._SECIION. Section 35. Mutual and capital stock
conversionses {1) Any mutual asSociation may convert to a
capital stock assoclation and any capital stock association
may convert to a mutual association in accordance with the
provisions of [sections 35 through 41].

(2) Any applicant seeking to convert its corporate
form pursuant to [sections 35 through 41] shall first obtain
approval of a plan of conversion by a resclution adopted by
a two-thirds majority vote of the total number of directors
authorized for the associatlone.

HEM_SECTION: Section 36 DOepartment approvale (1)
Upon approval of a plan of conversion by the board of
directorss the plan and the resolution approving it shall be
submitted to the department. The department shall approve
the plan of conversion after appropriate examination, if it
finds that:

{a) the plan of conversion is falr and equitable;

{b} the Iinterests of the applicanty members or
stockholders, savings account holdersy and public are
adequately protectedi and

{c) the converting applicant has complied with the

provisions of [Sections 35 through %1]3e
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(2) If the department approves the plan of conversions
the approvaly which shall be in writings shall be sent to
the home office of the applicants To cause the applicant to
conform with the requirements of this chapters the approval
may prescribe terms and conditionss to be fulfilled either
before or after the conversione

{3) If the departwent " disapproves the plan of
conversione its objections shall be sent in writing to the
home office of the applicants The applicant shall be
afforded an opportunity to amend and resubmit the plan
within ‘a reasonable time as prescribed by the departments If
the department disapproves the resubmitted plany written
notice of the final disapproval shall be sent by certified
mail to the applicant®s home office.

NENW SECTIDNe Section 37« Submission to members or
stockholderss (1) If the department has approved a plan of
conversion pursuant to [section 36J¢ the plan shall be
submitted for adoption to the mewbers or stockholders of the
association for a vote at a meeting called for that purposes
The plan must be approved by:

{a] wmembers of a wmutual association representing
two—thirds of the withdrawable depositse present In person
or by proxy at the meeting; or

{b) stockholders of a capital stock association

holding two—thirds of the capital stocks represented in
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person or by proxy at the meetings.

{2) 1If the plan is approvedy action shall he taken to
amend the articles of incorporation and bylaws as necessarys
elect directors and officerss and take any other action as
is required or appropriate for the type of assocliation into
which the applicant will be converted. A certified report of
the proceedings shall be filed promptly with the department.

NEW SECTIONe Section 38. Conversion of autual to
capital stock association. The following requirements are
mandatory in any plan of conversion from the mutual form to
a capital stock form of organization:‘

(L) Each savings account holder shall receive a
withdrawable account of the same general class in the
converted association equal in amount and time tenure to his
vithdrawable account in the converting associations No
paysent may be required from the account holder for this
change of accountse

(2) The plan shall specify the aggregate dollar amount
of voting capital stock and the total number of shares to be
Issued to accomplish the conversion. The distribution of
the stock shall be in accordance with subsection {(3).

{3) Al voting capital stock issued by the association
to accomplish a3 conversion shall be subscribed and fully
paid for in cashs ltabore or services actually performed in

the conversion process and may not be eligibles reither
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directly or Indirectlys as security for a loan or othery
credit advance to facilitate its own purchasee. Each account
helder must have the right for a period of 60 days to
purchase a proportionate share of the stock at a price equal
to the initial stated value thereof. Any stock remaining
unsubscribed ‘shalls during the succeeding 60-day periods be
offered for sale to those savings account holders of record
who have purchased their proportionate share during the
initial period. Any stock ‘remaining unsubscribed wmay be
offered for sale to others or transferred to others in
considaration for labor or services actually performed in
the conversion processa.

{%) The record date for deteraining savings account
holders® rights to distribution under subsection (3) shall
be set by the converting association®s board of directors
but may not be less than 120 days prior to the date of
appraval of the conversion plan by the directors.

{5) The conversion plan shall make specific provision
With respect to the surplusy reservessy undivided profitse
and capital stock of the converted associations spacifying
types of accountss amountss prioritiess any voting rights,
and how such accounts are to be disposed of or retained.

{6)Y The plan shall contain such other information and
be in the form required by the department to enable it to

)

make a deteraination of whether:
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(a) the plan is fair and equitable;

tb) the interests of the applicants members or
stockholderss savings account helderss and the public are
adequately protected; and

(c) the converting applicant has complied with the
requirements of {sections 35 through 41}.

NEW _SECTIDNe Section 39. Conversion of capital stock
to mutual association. The following requirements are
mandatory in any pl;n of conversion from the capital stock
form to a mutual form of association:

{1) Each savings account holder shall receive a
withdrawable account of the same general <class in the
converted association equal in amount and time tenure to his
withdrawable account in the converting association. No
payment way be required from the account holder for this
change of accounts.

{2} The conversion plan shall specify how and in what
amount the return of capital to each class of stockholder in
the form of an exchange of stock for savings accounts shall
be effectuateds

{3) The plan shall provide for the allocaticon of
voting rights to the holders of savings accounts and the
manner in which such rights may be uxercised.

{4} The plan shall =make ' specific provision -ith

respect to the surpluse raservess wondivided profitss and

~40-
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capital stock of the converted associations specifying types
of accountses amountse prioritiese any voting rightsy and how
such accounts shall be disposed of or retalneds

{5) The plan shall contain such other information and
be in the form required by the department to aenable it +to
make a determination of whether:

(a) the plan s falr and equitable;

(b) the interests of the applicant, wmembers or
stockholdersy savings account holderss and the public are
adequately protected; and

{¢) the converting applicant has complied with the
requirements of [sectiaons 35 through 41]a.

NMEH_SELTIICNs Section 40. Issuance of ceartificate -
continuance of entitys. (1} If the department determines that

a conversion proceeding has been completad in accordance

with the requirements of [sections 35 through 41+ it shall:

issue to the applicant a certificate of conversion. The
conversion does not becowe effective until the issuance of
the certificatae.

(2) Upon  the issuance to the applicant of a
certificate of conversions the corporate existence of the
converting applicant does not terminate but shall be treated
as a continuation of the entity so converted. A1l property
of the converted applicanty of whatever kinde and any

benefit pertaining to it vest in the converted applicant
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without any further actions to the same extent as possessed
by the converting applicante

NEW _SECTIONe, Section 4le Continuance of rights and
obtigations. A converted applicants wupon issuance of the
certificate of conversions continues to have and succeeds to
all the rightsy obligationss and relations of the converting
appl icante All pending actions and other judicial
proceedings to which the converting applicant was a party
may not be abated or discontinued by reason of the
canversion and may be prosecuted to final judgments orders
or decree in the same mannar as if the conversion had not
been mades and the converted applicant way continue the
actions in its new corporate namee Any judgmenty orders or
decree that might have been rendered for or against the
converted applicant prior to the conversion may be rendered
for or against it after the conversione

NEM _SECIIDN. Section 42 Codification instructiona.
Sections 27 through 41 are intended to be codified as an
integral part of Title 32+ chapter 2, and the provisions of
Title 32y chapter 2y apply to sections 27 through %l.

NEW SECTIONe Section 43. £ffective datee This act is
effective on passage and approvala

-End-
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Approved by Committee

on Business and Industry

_HOUSE __ BILL NO. __20
INTRCDUCED BY _TFABREGA

A BILL FDR AN ACT ENTITLED: “AN ACT TD GENERALLY REVISE THE
LAWS RELATING TO BUILDING AND LOAN ASSOCIATIONS; AUTHORIZING
THE FORMATION OF CAPITAL STOCK ASSOLIATIONS; PROVIOING FOR
CONVERSION BETWEEN CAPITAL STOGCK AND MUTUAL ASSOCIATIONSE
AMENDING SECTIONS 32-2-101s 32-2~201s 32-2-205s 32-2-207
THROUGH 32-2-212y 32-2-221y 32-2-22%y 32-2-231s 32~2~301,
32-2-30%9y 32-2-40ly 32-2-40%y 32-2-410y 32-2~416 THROUGH
32-2-418y 32-2-431y 32-2-432y 32-2-4%1s AND 32-2-501 THROUGH

32-2-503s MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."®

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTAMAZ
Section le Section 32-2-101s MCAs is amended to  read:
»32-2-101« Purpose —— definitions. (1} A corporation

wuwtualdy operated for the purpose of encouraging home

ownership and thrift sseng—ites——mesbere and waking
substantially all of its loans +e—them on real estate

mortgage security shall be known in this chapter as a

building and loan association or a savings and loan

association and is undar the supervision of the department,

which shal} enforce all laws with respect to ite
t2-—Fhe—-owners—of-—shares—in—o--buitding—and-—toan

associetion—are——calted-—stockhoidersy-—Fhe-—menbers—ecf——o
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duitding——and-—toan-—assecietion——sre-—jita-——shorcholdersy
steoeiholderay—beorrowersy-er—purchesers—of~reat-estate—under
contracty

43342} The associations have continual succession and
shall be organized under the provisions of this chapter.

+41L3) When used ‘in this “chaptery the Ffollowing
definitions apply:

{a) *Building and loan association® includes savings
and ‘1oan associations organized under this chaptere.

{(b) ™Department* means the department of commerce

provided for In Title 2y chapter 15, part 13.

—- SECOND READING

R -A0
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Section 2. Section 32-2-201s MCAe is amended to read:

=3z-2-~201e Articles of incorporation — contents.
Whenever any number of personsy not less than fivee desire
to incorporate @ building and loan associations baving for
its object the conduct and operation of such an association
as ‘defined in this chaptery they shall prepare and file
articltes of incorporation to that effect in the manner
specified in this chaptere Such articles shall be signeds
sealedy and acknowledged in the form now provided by the
statuytes of this state for the cohnveyance of real estate and
shall include the following:

{1) the name of the associations which may not be the

same as or too closely resemble that in use by any existing
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corporation established wunder the 1aws of this statee The
words building and Toan association or savings and loan
association shall form a part of the names and a corporation
not - organized under this chapter may not use a name
embodying that combination of wordss provided that the
associations existing as of May ly 1927y may continue their
present namesa

(2) the principal office or place of business of the
associations which shall be within this state;

(3) if __a cepital stock associatjons the omownt—of—ita
copivatl-—stechk-mmd-the aggregate number of shares 4nte which
tha same——shall—be——dividede—-Hhe-—copital-—stosht-ashatt-—be
dirvi ded—inte—vhores-hoving-e-par-vetue-of-4$168s gorporation
will _haye authority to issue;

{4 a provision that such association is organized
under this chapter for the purposes herein expressed;

{5) the names and residences of the persons who
subscribed ‘and ackneowledged the declarations a majority of
whom shall be citizZens of this state and shall thereafter be
called incorporators.”

Section 3. Section 32-2-205¢4 MLAy is apended to read:

#32-+2-205. Gapitai-steci—requirensnts———investigation
Investigation -—— ceartificate of incorporationy how issuede
11§-Fhe-vapital-—stock—-nonid-in-the—orticies—of-inecorporeotion
refers—to-aha—suthorived-capitol—atocks

e
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+2)—Fhe-orgonitation-may-—pe——conpleted—eand-——bminesy
conpeneed—when—S¥-of—the—copital—stsck-+s-svbseribed-end-not
Fens-~than—42v500—paid—inay-—in--casher——Fhot-—~ansurt-—must
thereafber—be-maintaineds

13911) (a) When the articlexs of Incorporation are in.

proper form and regularly executed and the bylaws have been
duly approved as required in 32-2-204 and-it~appesra—to~—the
setizfaction—of——the—departaent—=that-5h~of—the-authorieed
copitai-hos—ectuatiy-been—poid-in-cusirupen—the-subserip¥ion
requirements of [section 27] bave been cosplisd with ors §o
it £ ital stock iati (1 ik : ¢
{section 30) have been complied withe the department shall

then ascertain froa the best sources of Information at its
coomand the responsibilitys charactery and general fltness
of the incorporatorse The department shall also determine
whethar there is a reasonable need for the existence of the
association and whether the public convenience and advantage
will be promoted by its existence.

[{b) If the department is not satisfled with the result
of its Investigations of the matters specified in this
sections it shalle within 60 days after the articles of
incorporation and bylaws have been presented to ity refuse
to Issue the certificate described in this section.

(c}) If it is satisfied with the result of its

-5
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investigationsy It shalle within 60 days after the articles
of incorporation apnd bylaws have been presented to ity issue
under Its official seal a certificate reciting in substance
the filing in  its office of the articles of incorporation
and bylawss

t4942X (a) The certificate shall also state that the
articles and bylaws conform to - al?l the requirements of this
chaptere that the department has approved them and that it
believes that the incorporators are fit and proper persons
to conduct the business of a building and Toan association
as defined in this chapter and the bylawsy that there is a
reasonable need for the existence of the bwilding and 7loan
associations and that the public convenience and advantage
will be promoted therebya

(b} The certificate shall be made In quadruplicate and
attachad to each copy of the articles of incorporations one
of which 5hal?  be retained by the department. The other
three shall be rteturned to the incorporatorsy who shall
immediately file one copy with the secretary of state and
one with the clerk and recorder of the county in which the
principal place of business of the association is Tocatede
The other copy shall be retained by the associatione.

(c} Immediately upon the receipt of the certified
copys the secretary of state shall issue a certificate of

Incorporationy at which time the incorporation of the

-6_
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association is complete.™
Section 4. Section 32-2~207y MCA. is amended to reads
"32-2-207. Removal of directorss No director shall be

removed from office except as herein provided or by a vote

of the members of a sutual — association repregsenting
I Wird ¢ the withd bla d ; I -
21 _the stockholders of a capital stock  corporation holding
two~thirds of - the capital stockas at a general meeting held
after previous notice given in the manner provided in
32-2-209« Meetings of the members _or stockholders for this
purpose may be called by the president or by a majority of
the "directors or by stockholders holding not l1ess than 235%
of the capital stock."

. Section 5. Section 32-2-208y MCAs is amended to read:

®312-2~208. MHeetings of Stockholders and directorse (1)
The meetings of the gmashers oF stockbolders of a Montana
builtding and loan association must be held at its office or
principal place of business in this state.

{2] In its bylawss such association shall provide for
at least one regular meeting of pembers or stockholders
annually. Notice of any seetings whether regular or specialy,
shall be given by the secretary in accordance with 32-2-209.
The board of - directors shall have the right to call a
special msceting at any time. The board of  directors must

also call a special mesting whenever petitioned to do so by:
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4b} stockholders owning at least 25X of the issued
stocka

L3) The secretary shal) call special meetings in the
same manner as provided in 32-2-209.%

Section 6« Section 32-2-209y MCAy is amended to read:

*32-2-209., Notice of meetings. (1} At least 30 days
prior to any annual or spaecial wmeeting of any such
associationy a notice stating the time and place of sveh the
seeting shal) be deposited in the post office at the
principal place of businéss of such assoclations directed to
each wmember or stockholder at his addressy as the same
appears at the time on the hooks of the associationy. and
when so0 depositeds postage prepaides shall be deemed a 1legal
and sufficient notice of any sweh mectings

{2) In addition thereto notice may be given by four
consecutive woekly publications in a newspaper published in
the county where the association has its priacipal place of
business.  Such publication shal? be complete on the day of
the fourth publications

{3} 1In notices of special meetings there shall be
attached to and accompanying such notice a statement of any

matter or matters to be considered at said meetinge
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{#) All members ar_ stockholders of such the
association shall  be entitled to vote at suech the meetings
in person or by proxye™

Section T. Section 32-2-Zi0y MCAy is amended to read:s

"32-2—-210. Proxiess At Teast once every year tha board
of directors of every building and locan association shally
by resolutiony cause the secretarf of such associastion to
mail to every megber or stockholder of such association a
btank form of proxyy and the pesber or stockholder wmay
withdraw his former proxy and substltute another in its
steade Every proxy shall continue in force and be binding
upon the gmember or stockholder until such proxy is reVled
or another sSubstituteda.®

Section 8, Section 32-2-211y MCAy is amended to read:

%32-2-211s Transfer of stock qr_account — effects (1)
The delivery of a gapital stock certificate of a building
and Joan association to a bona fide purchaser or pledgee for
valuey together with a written transfer of the same oaor a
written power of attorney to sells assigny or transfer the
samey signed by the owner of the certificates shall be a
sufficient delivery to transfer the title as against the
creditors of the transferor and subsequent purchasers; but
no such transfer shall affect the right of the building and
Yoan association to pay any dividend due upon the stock or

treat the holder of record as the holder in fact until such

—9.
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transfer is recorded upon the books of the building and loan
association or a new certificate Is issyed to the person to
whom it has been transferrede
(2} A - . - Int t__therein is
¢ b1 1) boo) T iati 1

- . E ] Ii IE :hl ilﬂ!iﬂgﬁ assn"m..

Section 9+ Section 32-2-212y MCAy is amended to reads:

"32-2-212. Requirements of transfer in certain cases.s
When a certificate of stock gor. a savings account in a
building and Joan association is owned by persons residing
out of the state or is Tosts the presidents secretarys or
directors of such associations before entering any  transfer
of such stock of account on its books or before issuing 2
new certificate therefor to the transferee or ownery may
require from the attorney or agent of the owner or from the
person claiming under the transfer an affidavit or other
evidence that the owner was alive at the date of the
transfer or that the original certificate is lost and has

not been assigned or traasferred and may also require from

=-10-
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the attorneys agents or claiwant a bond of indemnitys with a
surety or sureties satisfactory to the officers of such
associationy to protect such association against any
lTiability to the owners assignees or transferee of such
shares gr_account or the Tegal representatives of the owners
of such shares gr accountes in case of his or her death
before the transfery, and also tao protect sach the
association against any 1iability acecruing or resulting by
reason of said lost or original certificate being thereafter
presented to ite If ateh the affidavit or other evidence or
bond Pde js not furnished when required as herein providedy
neither sweh ihe assoclation nor any officer thereef shall
be liable for rafusing to enter the transfer on the books of
the asscciation.”

Section 10. Section 32-2-2Z1y MCAy is asended to read:

u32-2-221+ Foreign associations -- requirements. (1)
An associations as defined in 32-2-103y organized under the
laws of any other statey of the United Statesy or of any
foreign government shalles  before doing business in this
states file with the secretary of state and the department a
duly auwthenticated copy of their chartere articles of
incorporations ofF articles of agresement and also a
statements verifiaed by oath of the president and secretary
of the corporation or manaqging officials if other than a

corparation and duly verified, showings
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{a} the name of the association and the location of
its principal office or place of business outside this state
and the location of the place of business or principal
office in this state;

{b) the names and residences of the officers,
trusteesys or directors;

{c} the amount of capital! stocka if _anys and sawings
liability;

(d) the amount of capital invested in the state of
Montana.

(2) The association shall also filey at the same time
and in the same officess a certificates signed by its
presidenty vice-presidents or other acting head and by its
secretaryy If there is oney certifying that the association
has consented to all the license laws and other laws of this
state relative to foreign asseciations and has consented ta
be sued in the courts of this state upon all causes of
action arising against it in this state and that service of
process may be made upon a citlizen of this states whose pame
and place ' of residence shall be designated in the
certificate. Service of process on that agent is wvalid
service on the association.®

Section lla Section 32-2-224y MCAs is amepnded to read:
stock and _saxipgs accounks
subject to attachment. The stock or sheres 3avings _accounts

"32-2—-224%e " Shares of

-12—
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of such forefign -associations doing busindss in this state

shall be subject to attachment in the same mamner as now

provided by law in the case of domestic associations.”
Section 12 Section 32-2~231y MCAs is amended to read:

%32—-2-231. Consolidation and transfer — " branching

protiibiteds (1) Only building and - loan associations -

organized and chartered under the Taws of the state of
Montana wmays with - the approval of - the department s
consolidate and become Incorporated In one bodys with or
without any dissolution or division of the funds or property
of any of them. Any assockation may - traansfer its
engagementssy fundsy and property to any other association
upon terms agreed upon by a wajority vote of the respective
board of directors and ratified by a two—thirds vote of the
shares gor members owping at  least two-thirds  of - the
Mithdrosable deposits ip the associations present and voting
in person or by proxy at a special meeting or weetings of
the stockholders g _members of the respective associations
convened for that purposey upon notice given as provided by
lawyi the notice to state the object of the -ueting; A
transfer may not prejudice any right of any creditor of the
associations

{2) Branching by merger or branching otherwise between
a building and loan association organized and chartered

under the Taws of MHontamna and a building and loan
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association organized and chartered under the lows of any
other state is prohibited. Branching de novo in Montana by a
foreign-chartered building and loan  association is
prohibited.

{3) 1Insofar as this section limits or reduces the
rightsy powerse or privileges of building and loan
associations previously granted by lawy it shall apply only
to proposed consolidations or wergers of associations which
are initiated by action taken by their board of directors
and shareholders subsequent to April 14y 1977."

Section 13. Section 32-2-301y MCAy is amended to read:

®32-2-301e Examinations by departments The departsent
shall examine all building and- loan associations doing
business in this state at least once a yeare Al1s0s when the
holders of 10X of the subscribed stock or meshers holding
10% of the withdeawablg deqogits of oan  association file a
written application with the department requesting it to
make a special examination of an associations it shall make
the examination immediately. The expense of the examiner
making the examination shall be paid by the association
examined, and the examiner®s finding shall be available to
the petitioners and the board of directors of the
association notwithstanding any provisions to the contrary
contained in this chapter<"

Section 14. Section 32-2-30%y NCA, is amended to read:

T Y
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#32-2-309. Insolvency or impairment of association --

powers of departments. (1) When it appears to the department

that the affairs of a building and Toan association are in:

an unsound condition or that it s conducting its business
in an unsafe or untawful manners the department may take
possession of all bookss recordss and assets of every
description of the association and retain possession of them
pending the further proceedings specified in this section.

{2) 1If the board of directorss secretarys or person in
charge of the association refuses to permit the department
to take possessions the department shall communicate that
fact to the attorney general. The attorney general shall at
once institute the proceedings necessary to place the
department in immediate possession of the property of the
associatione

{3) Upon taking possession of the effects of the
associations the department shall prepare a full and true
statement  of the affalrs and condition of the associationy

including an itemized statement - of its assets and

- liabilitiesy and shall receive and collect all debtsy duess

and claims belonging to it and pay the immediate and
reasonable expenses of the department®s trust.

'{4) When the condition of the association has been
fully ascertalined and it appears that the - affairs of the

asseciation are’ In  fact in an unsound conditions the
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department shall at once notifys in writings the board of
directors of the association of its decisions giving them 20
doys in which to restore the affairs of the association to
sound condition.

{5) Meanwhiles the department shall remain in charge
of the bhooksy recordses and assets of every description of
the associatione shall attend or be represented at aill
directors and stockholders or .members meetings heldy and
shall suggest those steps it considers necessary to restore
the association to a sound condition.

{6) If the association §s not restored to a sound
conditioni within 20 dayse the department shall report the
facts to the attorney general. The attorney general shall
institute proceedings in the district court of the county in
which the association has its primncipal place of business
for the appointment of the department as receiver.

{7T) As receivery the department may collect all moneys
due the association and may do those other acts which are
necessary to conserve (its assets and businesss and it shall
liquidate the association®s affairse The department mayse
except as otherwise limited by the terms of this chapters do
any acts necessary ors in its discretions desirable for the
protection of the property and assets of the association and
the speedy and economical liquidation of its assets and

affairs and the payment of its creditors or for the

-16-
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resumption of business of the association whare that is
practicable or desirable. The department may institute in
its own name or in the name of the assoclation those legal
proceedings it considers expedient for those purposese

{8) By applying to the district court of the county in
which the assoclation is tocateds or to the judge thereof in
chamberss the department mays upon sufficient showing of
causey obtain an order to sell, compromises or compound any
bad or doubtful debt or ¢laiw and to sell any of the assets.
The sale may be made to stockholderss mscmberss officerss
directorsy or others interested In the associations on
consent of the courte On the proceedings the association
shall be made a party by notice issued on order of the court
or judges in place of sumeons but served in like manner,
The hearing of the application ar petition by the department
may be had at any timey cither in term or vacation in court
or in chamberss as the court may orders after the
association has had 5 days® notice of the applicatione™

Section 15« Section 32-2-40ly MCAes is amended to read:

®32-2~40le Powers and duties of building and Joan
assaciations. A building and Joan assocliation may:

(1) bhave continual succession by its corporate name;

{2} sue and be sued Jn any court;

{3} make and use a common seal and alter ¥t at

pleasure;
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{#) appoint those officers or agents the business of
the corporation reguires and pay them suitable compensation;
{3) enter into obligations or contracts essential to

the transaction of its ordinary affairs or for the purposes

-of the corporation;

(6) issue stock to stockholders and savings
certificates 1o members on the terms and conditions the
eonstrtutyon priicies of incorporaxion and bylaws providey
bUt—an-assottation-may—not—iasue-preferred-stoek;

{7} assess and collect from wmembers dues—on-steeh—ond
interest on loans at the times and in the amount provided
for in the ecenstivdtion articles of incorporatijon and
bylaws;

{8) permit members to withdraw a1l or part of their
stoek-eredies savings at the times and upon the terms as the
eenstitwtion articles of incorgoratjon and bylaws wmay
provide}

{9) cancel shares—of—stock savings cexijficates wupon
which all credits have been withdrawn or upon which toans
have been canceled or stesk savings upon which no payments
have been made for a period of 6 monthss by returning to the
steekholders mesboers all creditsy if anye and reissue the
shares certificates as new ateek savings certifigates;

{10) issue memek savings certificates to minors and
peralit +¢ fthep to be withdrawn as other steek savings

—-18-
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certificdtess The receipt by the minor is a valid
acquittance if his rights have been fully secured to hime

{11} ascquires holds encumber: and convey that real
estate and personal property necessary for the transaction
of its business or necessary to enforce or protect its
securities;

{12) borrow moneys only when necessary  and not
exceeding 20% of its assetss except when borrowing froam the
federal home loan bank as provided in 32-2-405, and issue
its promissory note for the loan;

{13) make loans to wmembers on the security of the
sheres savings accoupts of the association and also on their
notes saecured by first mortgages on  improved real estates
including ' suburban: homes but not on farm lands or mining
propertyy for not to exceed 75% of the actual value of the
real estate and upon the terms and conditions which may be
provided in the eonstiluweien articles of  ipcorporatjon and
bylaws;

{14) cancel those 1loans and release the securities on
those terms the board of directors may provide;

{15) invest the money of the association in accordance
with 32-2~406;

(16) toan money to other building and Toan
associations;

{17} make a—sembonnual distribution of all the-earmings

-19-
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ipterest and dividends earned after payment of expenses and
setting aside a sum for the contingent funds as provided in
this chapter;

(18) amend its articles of incorporation by changing
the mnamey place of business: the number of directorss and
increase or decrease the capital stocks and provide for its
own continual succession by & majority vote of {ts
directors. Howevers those amendments are of no effect until
approved by the department.

{19) dissolve the corporation in accordance with the

“provisions of this chapter;

(20) provider by eonstievtion articles of iacotrporation
and ‘bylaws adopted or amended by its board of directorss for
the proper exercise of the powers granted in this section
and the conduct and management of its affairs;

{21) exercise those other powers which are necessary
and proper to enpable the corporation to carry out the
purpoese of its organizations®

Section 16. 3Section 32-2-404s MCAs is amended to read:

"32~-2-404. Skeoek  38vipgs _accoynt withdrawal. (1) No
charge or feer except as provided in this sectiony msay be
made against 3 member who withdraws his steek savingsy after
having given 30 days® notlice of the withdrawal. No fine of
any description may be made upon the par value of that stock

ar—upon—the—deelared-dividends savings accouagt because of

-20-



~ oW s W N

10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25

1C 0162701

the withdrawale ‘A member who withdraws his stoek savings or
whose steek 3avings account is matured @5 entitled to
receive all dues sums paid In and all dividends jnterest
declareds less interest, if anyy as provided in 32-2~402,
less a8 reasonable membership fee not exceeding 2X of the per
valve  amount of esch-share-of—-steek his deposite and less a
pro rata share of all lossesy if anys which have occurreds.
No other fine or assessments may be made against the stoek
Sayings.

t2) Applications for withdrawal shall be registered on
the books of the association in the order receliveds and
one-half of all cash collections not required to meet
outstanding contracts must be used for the payment of the
matured steek sayings and of the withdrawals In the order
regiStered. The other half of those collections each month
may be used for the paysent of withdrawals other than in the
order registereds but no member may receive mora than 3100
in any one month other than by payment of an application for
withdrawal in the order registereds The term “outstanding
contracts® includes the costs and expenses of operations
completion of loanss payment of taxes and assessments and
necessary remodeling and repairs on properties owned by or
mortgaged to the associations repayment of all - borrowed
moneyy and all fixed charges.”

Section 1T Section 32~-2-410, MCAy is amended to read:
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u32-2-410.  Fund for contingent losses. The amount to
be set aside to the fund for contingent losses shall be
determined ' by - the board of directorss but in al} permanent
or serial associationis at least 5X of the net earnings shal)
be set aside each year for such fund until it redches - at
least 5% of the book Vafua of the stoek saxings depesitse
A1l losses shall be paid out of such fund until the same  is
exhaustedy  and whenever the amount in ‘said fund falls below
5% of the book--value-—eof—the~-stock savings .deposits o=
oforesedd,y it shall be replenished by annual appropriations
of at least 5% of the earningsy as hereinbefore provideds
until it ageain reaches said amount.”

Section 18 Section 32-2-416y MCAe s ‘amended to read:

%32-2~416. Joint ownerships Any building and loan
association may issue 3avings gertificates and shares to or

- in the name of two or sore parsonss whether husband and wife

‘or otharwise; withdrawal by any one of such perscons and the

receipt or acquittance of any one of such persons shall be
vatid and sufficient release and  discharge to the
association for such withdrawalse regardless of the death or
disability of any other such  joint shareholder or
certificaie hojder."

Section 19, Section 32-2-41T7y MCAs §is amended to read:

%32-2~417« Trust — payment. WNhenever any shares of

stock shall be purchased or savings deposits made in  any

-22-
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building and 1loan association by any person in trust for
another and no other or further notice of the existence and
terms of a 1legal and valid trust shall have been given in
writing to the associatiens in the event of the death of the
trustee, the sames or any part thereofs together with the
interest or dividends thereons may be paid to the person for
whom said shares were purchased or Savings deposits made.™
Section 20. Section 32-2-418y MCAs is amended to read:
"32-2-418. Sheres Savings held by winor. Whenever any
shares—-of--steck savings accounts in any building and loan
association shall be purchased by or in the name of any
minors the same 'shall be held for the exclusive right and
penefit of such minor and free from the control or lien of
all persons whatsoevery except creditorss and shall be paids
with any iInterest due thereons to the person in 'whose nase
the sheares——of-—stuck savings accounts shall have been
purchasedy and the receipt of such minor shall be sufficient
release or dischiarge for such sheres—of—steock s5avings
ascounts to the association.™
Section 21. Section 32-2-431s MCAy is amended to read:
*32-2-431. VYoluntary liquidation and settlement. (1)
Wwith the consent of the departwenty an association organized
under the laws of and doing business in this states maye if
the pephers or stockholders conasider it advisablee go - into

ligquidation. For the purpose of so doing it mayr at any
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regular or called meeting of the pmembers or stockholderse
adopt a resolution declaring that the association intends to
go into 1liguidation and discontinue business as a building
and ¥Yoan association. A copy of the resolutions duly
certified by the president and secretary of the assoclations
under the seal thereofy shall be transmitted to the
department within 10 days after its passages The department
shall then issue its certificate reciting that the
resolytion has been filed in its office and that tha
association is in Tiquidations.

{2) After the filing of the noticey it is untawful for
the association to issue stock or to Tean or advance its
money to memberss gshareliolderss or to any other persons

(3) A1} of the income and receipts of the association
in excess of the actual expense of masaging it shall be
applied to pay off First the indebtedness and then the stock
savings accounts in the association upon which no loans have
been madey the same to be paid pro ratoas_then to pay off the
capital stock in the associgtiony pro ratge

{#}) The board of directors of the association in
liguidation may adaopt those rules and make those orders

which are just and equitable for the sale and disposition of

'all property held by the association and for the division of

the assets of the associations

(5) The assoclation in liquidation may be examined by

24



~ & WM W N

L - -]

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

LC 016Z/01

and shall be under the supervision of the departeent.”

Section 22« Section 32-2-432+ MCAs is amended to read:

u32-2-432, Reorganization - of - associations under
liquidation. Any associatTon under voluntary liquidation as
provided in 32-2-431 or which may be under the possessjion eof
the department as specified in 32-2-309 may resume buskness
as an active bullding and loan association in the following
sanners

{L} The directors  of such building and 1loan
assaciations by and with the approval of the departmeats
mays upon such teras "as way be agreed upon and ratified by
the members gr stockholders of such associatiene reorganize
such association and resume business as an active building
and loan associatione.

{2) Ratificatiori by wembers qor stockholders thereof
shall be expressed at a regular -or special meeting of
members duly called for that pufposey at which wseeting a
majority of the outstanding stock jn a  capital  stock
association or withdrawable deposits in a mutyal association
votings either in person or by proxys shall be sufficient to
adopt such proposal.

{3) Notice of such méeting shall clearly indicate the
purpose of tha meeting."

Section 23«  Section 32-2-441ly MCAs is amended to read:

"32-2-441, Conversion into federal savings and loan
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“assoclationss Any building and 1loan association or other

home - financing organizationes by whatever name or style it
may be designatedy eligible to become a federal savings and
toan association may convert itself into a federal savings
and Yoan association by following the procedure hareinafter
outl ined:

(1) At any reguiar wmeeting of the shareholders gr
mephors of any such association or at any special meeting of
the sharehclders or meshers of such associatlons. in ' either
case <called +to consider such action and held in 'accordance
with the laws governing such associatioms such shareholders
ar  memberse by an affirmative vote of the majority of the
shareholders gor _mesberss in person or by proxys may declare
by resolution the deteraination to coavert the assocliation
into a federal savings and loan association.

{2) A copy of the -minutes of the wmeeting of the
sharetholders gor_  meshars wverified by the affidavit of the
president or vice-president and the secretary of the meeoting
shall be filed with the department within 10 days after the
weetinge The verified copy of the mimstes of such meeting
when so filed shall be presumptive evidence of the holding
and of the action of such meetinge

{3y wWithin a reasonable time and - without any
unnecessary delay after the adjournment of such meeting of

shareholders gr_ _memberss such assocliation shal) take any

—-26—
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action necessary to make it & federal savings and loan
associationy and within 10 days after receipt of the federal
charter there shall be filed with the departaent a copy of
the charter issued to such association by the federal home
Joan bank board or a certificate showing the organization of
such association as a federal savings and loan association
certified by or on behalf of the federal home loan bank
boarde Upon the Filing of such Instrument such association
shall cease to be a state association and shall thereafter
be a federal savings and 10an association.™

Section 24. Section 32-2~501e MCAs §s a-endéd to reads

n32-2-501, Associations empowered to make loans on
securities aothorized by National Housing Acte Subject to
such regulations as may be prescribed by the federal housing
administrators pursuant to an act of congress cited as the
"National Housing Act™e approved by the president on June
27¢ 1934y and a1V amendments thereto as well as any
amendments hereafter duly passed and approveds building and
1pan associations qualified to do business in this state are
hereby empowered to make such loanse secured by mortgages
upon real estotes and other advances of credit to members or
otherss chargess investmentss purchasess salesy contracts
for: insurance of mortgages and advances of credit and
steckholders* penbers® accountse and other contracts as are

nowy or may hereafter bes authorized or provided for by said
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National Housing Act and ‘any asendments thereof duly passed
and approvad.®

Section 25« Section 32-2-502y MCAy Is amended to read:

#32-2-502. Transactions exempt from operation of state
Jawse A1l Joanses chargesy investmentss advances of credity
purchasesy salesy contracts for insurance of mortgages and
stockholderst gpapbers! accountsy and other contracts made
pursuant to the powers granted in 32-2-501 through 32-2-503
shall be exempt from the operation and application of the
general statutes of this state in conflict with said
National Housing Act and the regulations issued thereunder.®

Section 26« Section 32-2-503s MCAy is amended to reads

m32-2-503. Application of sections. The provisions of
32-2-501 through 32-2-503 shail apply only to Jloanss
advances of credity chargesy investsentss purchasasy saless
contracts for insurance of mortgages and advances of credit
and accoumnts of sheelhsiders pemhersy and other contracts
made in connection with and incidental to loans secured by
mortgages and ta advances of <credity insured or to be
insuredy and accountsy insured or to be insureds under the
provigions of said National Housing Act and arerximents
thereof duly passed and approveds®

REM _SECTIONa. Section 27. Organization of mutual
associations. The incorporators of a wsutual association

shall appoint one of their nusber as chairman of tha

-28~
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incorporatorss and he shall procure from 2 surety company or
other surety acceptable to the department a surety bond in
an amount - no less than the sum of the amount subscribed by
the incorporators and the amount of the expense fund
described in [section 28}« The bond shall name the
department as obligee and shall be delivered to its The bond
shall assure the safekeecping of the funds described and
their delivery to the association after the issuance of a
certificate of incorporation and after bonding of the
officers of the corporations In the event of failure to

complete organizations the bond shall assure the return of

the amounts collected to the respective subscribers or their .

assignse less reasonable expenses which shall be deducted
from the expense funds The incorporatorse before a
certificate of incorporation is issueds shall pay to the
chairman in cashy labors or services actually performed an
aggregate amount of at least $500:000y including that part
of the original subscription paid by the chalrsans as
subscriptions to the savings accounts of the proposed
associations

MNEM SFCTIDN. Section 28. Expense fund for  outual
association. (1) In addition to their subscriptions to
savings accountse the incorporators shall create an expense
fund of not less than one-half of the ainimum amount of

savings account subscriptions required to be paid in under

-29-
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this  chapters The expense fund shall be used to pay the
axpenses of organizing the associations and its operating
expenses may be paid from the fund until such time as its
net income is sufficient to pay such earnings as may be
declared and paid or credited to its savings account holders
from sources available for payment of ecarningse Before a
certificate of incorporation is issuedes the incorporators
shall deposit to the <redit of the chairsan of the
incorporators -the amount of the expense funde In cash. The
amounts ‘contributed to the expense fund by the Incorporators
shall not constitute a liability of the association except
as otherwise provided.

{2) Contributions wmade by the incorporators and others
to the expense fund may be repald pro rata from the npet
income of the assSociation after provision for statutory
feserves and declaration of earnings of not less than 2X on
savings accounts. If the association is liquidated before
contributions to the expense  fund have been repaidey any
contributions to the expense fund remaining unexpended shall
be repaid to the contributors pro rata, after the payment of
the expenses of liquidations creditorsy and withdrawal value
of all savings accountse The books of the association shall
reflect the expense funde The contributors to the expense
fund shall be paid earnings on the amounts pald in by them

at the times earnings are reqularly distributed to savings

-30-
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account holders; and for this purposey the contributions
shall in all respects be considered as savings accounts of
the asscciationa.

NEM SFCTION. Section 29. Organizational meetings
Within 30 days after the corporate existence of an
assockation beginsy the directors of the association shall
hold an organizational wmeeting and shall elect officers
pursuant to the provisions of this chapter and the bylawss
At the organizational meeting the directors shall take swoch
other action as is appropriate in comection with beginning
the transaction of business by the assoCiatione The
department may extends by ordere the time within which the
organizational meeting must be held,

NEM SECTION, Section 30. Organization of - capital
stock associations. The incorporators of a capital stock
association 'shal)l appoint one of their number as chairman of
the incorporatorse and the chairman shall procure from a
surety company or other surety acceptable to the department
a surety bond in an amount at least equal to the sum of the
amount of capital stock contributions and the additional
amounts described in [section 31}« The bond shall name the
department as obligee and shall be delivered tov its The
bond shall assure the safekeeping of the funds describad and
thelr delivery to the association after the issvance of the

certificate of incorporation and the bonding of the
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officersa In the event of the failure to complete
organizationy the bond shall assure the return of the
amounts collected to the respective subscribers or their
assignse 1less reasonable expenses which shall be deducted
from the paid-in surpluse Befare a certificate of
incorporation is issueds the subscribers shall pay to the
chairmans in cashs labors or services actually performeds
the capital of such associations The capital shall be the
sum of t%e par or initially stated value of all shares of
voting capital stocke Each share of capital stock shall
entitie the holder of the share to one vote. The =mininum
required capital is $500,000.

NEM SFCTION. Section 3le. Capital stock association ——
surplius fund -~ verification statement. (1) In addition to
the minimum capital requireds the subscribers shall pay an
amount equal to not less than 25% of the par or initially
stated value of the stock subscribedy which shall be
credited to paid-in surplus and may be used to offset
lossess The minimum capital and surplus wmay be used for the
reserves required by law and as way be permitted by the
board of directors.

(2) Prior to the issuance of a certificate by the
departmenty the incorporators of a proposed association
shall file with the department a statement in the form andg

containing supporting data and proof as the department may
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requires The statement shall verify that the entire capital
and paid-in  surplus has been unconditionally paid in and
that the funds represemting the capital and paid-Fin surpluse
iess amounts of the paid-in surplus . expended for Yands
buitdings suppliess Ffixturesy eqﬁiplento and organizeations
are on hande

NEW SECTIONe Section 32« Issuance of capital stocks
{1} As of the date the corporate existence of & capital
stock association beginse the assoclation shall ‘issue such
capital stock a5 necessary to satisfy the miAimum capital
requirements of [section 30] and such additional -capital
stock as wmay be approved for issuance by the board of
directors up to the amount authorized in the certificate of
incorporation.. Once the amount of stock authorized in the
certificate of incorporation has been issuedy no other
shares wmay be issuad except as otherwise authorized in this
chapter. The capital stock of an associationy when -issued.s
shall constitute permanent capital and may not be retired or
withdrawny except as otherwi se providedy wuntil  all
liabilities of the associations including the withdrawal
value of all savings accountsy have been satisfied in full
and unti) outstanding capital certificates have bean
retireda

{2) An association may issue shares of common stock

and preferred stocks with or without par valuey and such

-33~

- WM s W N e

10
11
12
13

14

15

16
17
18
19
20
21
22
23
24

25

LE Ol62/01

common - and - preferred stock may be divided into classes and
the classes into seriesas

MEM_SELIIONs Section 33« Rastrictions on capital
stocke {1} The consideration Ffor the issuvance of capital
stock shall be paid in Ccash except for stock issued pursuant
tos

{a) the incorporation of the association;

{b) an employee stock option plan;

{c) a plan of wmergary consolidations or conversion
from a mutual to a stock association; or

‘(d} any other type of reorganization that has been
approved by the department.

(2) The par value or stated value of stock Issued
pursuant to subsections (1)(a} through (1)¢{d) shall be
maintained as the permanent caﬁita! of the associationy and
any additional amount paid in shall be credited to paid-in
surplusae

{3) The aggregate par value or stated value of all
outstanding shares of caplital stock shall be the permanent
capital of the associations and except as otherwise provided
by this chaptery such capital stock may not be retired until
final liquidation of the association, An association may not
reduce the par or stated value of its outstanding capital
stock without First obtaining the written approval of the

departments The departwent shall withhold its approval if

-34-
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the reduction will cause the par or stated value of
outstanding capital stock to be less than the winimum
required by this chapter or will result in less than
adequate net worthy as the department in its discretion may
determines An  assoclation wmway not retire any part of its
capital stock without the approval of the departaent.

NEM SECLTION. Section 34, Purchase of stock of
deceased stockholdere An  association may purchase its
capital stock from the personal representative of a deceased
stockholder upan the written approval of the departments
Upon obtaining written approvaly an association may contract
with a 1living stockholder for a purchase of his stock upon
his death. Any such purchase shall be for a price and wpon
such terms and conditions as wmay be agreed upon by the
association and the stockholder or personal representativea.
The purchase of a deceased stockholdes®s stock may not
reduce the net worth accounts of the association to an
amount less than required by Yaw or by any approved insurer
of the association®s savings accountse. An assocliation
agreeing with a stockholder to purchase his capital stock
upon his death may purchase Insurance on the 1life of the
stockholder to fund or partially fund such purchase. Any
stock purchased under this section may be resold by the
association at a price and upon such terms and conditions as

the board of directors may approves or may be retired. If
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the stock is to be resolds the association shall file notice
with the department disclosing the pricer termsy and
conditions of the proposed resales

HEMW. SECIION. Section 35« Mutual and capital stock
convarsionse (1) Any mutual association may convert to a
capital stock associatlon and any capital stock association
may convert to @ mutual association in accordance with the
provisions of [sections 35 through 41}

(2) Any applicant seeking to convert Its corporate
form pursuant to [sections 35 through 41} shall first obtain
Epproval of a plan of conversion by a resolution adopted by
a two-thirds majority vote of the total number of directors
authorized for the association.

NEM _SECTION, Section 36. Department approvale (1)
upon approval of a plan of conversion by the board of
directorsy the plan and the resolution approving it shall be
submitted to the department. The department shall approve
the plan of conversion after appropriate examination, If it
finds that: 7

{a) the plan of conversion §s fair and equitable;

(b} the interests of the applicanty nembers or
stockholdars, savings account holders, and public are
adequately protected; and

(e} the converting applicant has complied with the

provisions of [sections 35 through 4173«
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{Z) If the departwent approves the plan of conversions
the approvals which shall be in writings shall be sent to
the home office of the applicante To cause the applicant to
conform with the requirements of this chapters the approwval
may prescribe teras and conditionsy to be fulfilled either
before or after the conversion.

{3) If the -department  disapproves the plan of
conversiony its objections shall be sent in writing to the
howe office of the applicant. The applicant shall- be
afforded an opportunity to amend and resubmit the plan
within 'a reasonable time as prescribed by the department. If
the department disapproves the resubmitted plane written
notice of the fina¥ disapproval shall be sent by certified
mail to the applicant®*s home office.

NEM SECTIONe Section 37. Submission to wmewmbars or
stockholders. 1) If the department has approved a plan of
conversion pursuant to [section 36]s the plan shall be
submitted for adoption to tha meabers or stockholders of the
association for a vote at a aeceting called for that purpose.
The plan must be approved by:

(a} wembers of a mwmutual associstion representing
two-thirds of the withdrawable depositss present In person
or by proxy at the meeting; or

(b} stockhelders of a capital stock association

halding two—thirds of the capital stocks represented in
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person or by proxy at the meetinga

{2) If the plan is approvedy action shall be taken to
amend the articles of incorporation and bylaws as necessarys
elect directors and officersys and take any other action as
is required or appropriate for the type of association into
which the applicant will be converted. A certified report of
the proceedings shall be filed prousptly with the departmsent.

MEM SECTIONe Section 38« Conversjion of mutual to
capital stock association. The follewing requirements are
mandatory in any plan of conversion from the mutual form to
a capital stock form of organization: .

(1) Each savings account bholder shall receive a
withdrawable account of the same general class in  the
converted assoctation equal In amount and time tenure to his
withdrawable account in the converting assocliations No
payment may be required from the account holder for this
change of accounts.

€2) The plan shall specify the aggregate dollar amount
of voting capital stock and the total number of shares to be
issued to accomplish the convarsion. The distribution of
the stock shall be In accordance with subsection (3).

{3} Al voting capital stock issued by the association
to accomplish a conversion shall be subscribed and fully
paid for in cashs labors or services actually performed in

the conversion process and may not be eligibles either
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directly or indirectlys as security for a 1oan or other
credit advance to facilitate its own purchases Fach account
holder wmust have the right for a period of 60 days to
purchase a proportionate share of the stock at a price equal
to the initia) stated value thereof. Any stock remaining
unsubscribed shally during the succeeding 60-day periods be
offered for sale to those savings account holders of record
who have purchased their proportionate share during the
initial period. Any stock ‘remaining unsubscribed wmay be
offered for sale to others or transferred to others in
consideration for labor or services actually performed in
the conversion processa

(4) The record date for deteramining savings account
holders® rights to distribution under subsection {3} shall
be set by the converting association®s board of directors
but may not be tess than 120 days prior to the date of
approval of the conversion plan by the directorss

{5) The conversion plan shall make specific provision
with respect to the surpluss reservesy undivided profits,
and capital stock of the comverted assoclations specifying
types of accountss amountss prioritiess any voting rights,
and how such accounts are to be disposed of or retaineds

(6) The plan shall contain such other information and
be in the form required by the department to enable it to

make a determination of whether:

-39-

~ & n oW N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

tC 0162701

{a)} the plan is fair and equitable;

{b)} the interests of the applicanty members or
stockholderss savings account holderss and the public are
adequately protected; and

{c) the converting applicant has complied with the
requirements of {sections 35 through 411].

NEH_SECTIIDNs Section 39. Conversion of capital stock
to mutual associatione The following requirements are
mandatory in any plan of conversion from the capital stock
form to a mutual form of association:

{1} Each savings account holder shall receive a
withdrawable account of the same general class in the
converted association aqual in amount and time tenure to his
withdrawable account in the converting associationa No
payment may be required from the account holder for this
change of accountse

{2) The covversion plan shall specify how and in what
amount the return of capital to each class of stockholder in
the forw of an exchange of stock for savings accounts shall
be effectuated.

(3) The plan shall provide for the allocation of
voting rights to the holders of savings accounts and the
manner in which such rights may be exerciseds

{4) The plan shall make specific provision with

respect to the surplusy reservese undivided profitse and
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capital stock of the converted associationy specifying types
of accountse amountss prioritiess any voting rightsy and how
such accounts shall be disposed of or retained.

{5) The plan shall contain such other information and
be in the form reguired by the dep#rtlent to enable it teo
make a detérmination of whether:

(a) the plan is fair and equitable;

(b} the interests of the applicanty members or

stockhol dersy savings account holdersy and the public are
adequately protected; and

{c) the converting applicant has complied with the
requirements of [sections 35 through 41} ]

MEW SELTION. Section 40, Issuance of certificate -
continuance of entity. (1) If the department determines that
a conversion proceading has been completed in accordance
with the requirements of [sections 35 through 41]+ it shall
issue to the applicant a certificate of conversion. The
conversion does not become effective until the issuance - of
ihe certificates

(2) upon the issuance to the applicant of a
certificate of conversions the corporate existence of the
coaverting applicant does not terminate but shall be treated
as a continuation of the entity so converted. All property
of the converted applicants of whatever kinde and any

benefit pertaining to it vest in the converted applicant
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wi thout any-furthet actiony to the same extent as possessed
by the convarting applicante

NEM_SECTION. Section #l. Continuance of rights and
obligations. A converted applicantes upon Iissuance of the
certificate of conversions continues to have and succeeds to
all the rightss obligationsy and relations of the convarting
appl icante. All pending  actions and other judicial
proceedings to which the converting applicant was a poarty
may not be abated or discontinued by resson of the
conversion and may be prosecuted to final judgments orders
or decree in the same mannar as if the conversion had not
been madey and the converted applicant may continue the
actions in its new corporate names Any judgmenty ordere or
decree that might have been vrendered for or agalnst the
convarted applicant prior to the conversion say be rendered
for or against it after the conversion.

MEM SECEIONs Section 42. Codification instructions
Sections 2T through 41 are intended to be codified as an
integral part of Title 324 chapter 2y and the provisions of
Title 32y chapter 2y apply to sections 27 through 4le.

NEM SEETIONs Section 43. Effective date. This act is
effective on passage and approvals.

~-End—
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_BOUSE" _ BILL NO. __20
INTROQUCED BY _FABREGA

A BILL FOR AN ACT ENTITLED: “AN ALT TO GENERALLY REVISE THE
LANS RELATING TO BUILDING AND LBAN‘ASSUCIiTIﬂNSH AUTHORIZING
THE FORMATION OF CAPITAL STOCK ASSOCIATIONS; PROVIDING FOR
CONVERSION BETHWEEN CAPITAL STOCK AND MUTUAL ASSOCIATIONS:
AMENDING SECTIGNS 32-2-101sy 32-2-201y 32-2-205¢ 3I2-2-207
THROUGH 32-2-212¢ 32-2-221y 32-2-2249 32-2-231y 32-2—-301,
32-2-309y 3I2-2-%40Ly 32-2-404¢ 32-2-4104 32-2-41% THRUOUGH
32-2-418y 32-2-431y 32-2-432y 32-2-441y AND 32-2-501 THROUGH

32-2-503y MCA: AND PROVIDING AM INNEDIATE EFFECTIVE DATE."

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

Section le« Section 32-2-101y MCAs is awended to read:

®37-2-101« PpPurpose —— definitionse {1) A corporation
sutuaily operated for the purpose of encouraging home
ownership and thrift emseng——+ts——membera and making
substantially all of its loans ¢e~~them on real estate
wmortgage security shall be known in ‘this chapter as a
building and loan assSociation or a savings and loan
association and is under the supervision of the departments
which shall enforce ‘all laws with respect to its

2§—~Fhe-owners-—of-—shares—in—a——boidtding—ond——tom

assscintion—are—eastted—stockhnideray——Fhe—menbers—of—ea
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+3542) The associations have continual succession and
shall be organized umnder the provisions of this chapter.

+49£3) When used 'in this " chapterey the Ffollowing
definitions apply:z

(3) *Building and loan association* includes savings
and loan associations organized unhder this chapter.

(b) ™Department® means the department of commerce

provided for in Title 2y chapter 15y part 1&.
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auryivarsnips or any other wsultiple. owner or borrawer
relationship constitutes A 3ingle mesparship.”

Section 2+ Section 32-2-201s MCAs is amended to read:

'32-‘2—201‘. Articles of imcorporation — contentse
Whenever any number of personss not less than fives desire
to incorporate a building and loan associatione haviag for
its object the conduct and operation of such an association
as defined in this chaptery they shall prepare and file
artictes of ¥ncorporation to that effect in the mamner
specified " In this  chapter, Such articles shall ba signeds
sealedy and acknowledged in the form now provided by the

statutes of ‘this state for the convayance of real estate and

-5hal) include the following:

{1y the name of the associationy which may not be the

same as ar too closely resemble that in use by any existing
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corporation established wunder the taws of this state« The
words bullding and loan assoclation or savings and loan
association shall form a part of the namer and a corporation
not organized under this chapter may not use a name
embodying that combination of wordss provided that the
associations existing as of Mmay ly 1927+ may continue their
presont namesa

{2} the principal office or place of business of the
associationay which shall be within this state;

(3) if_a cepital stock associations the smeum—of—its
capital—atech--end-the aggregate number of shares #wke which
the ssne—shald-—be-~dividede—~Fhe-—cuopitst—atoch-2tali-be

- g ded-inte-shares-hoviag-e-per—vofue-of-4160s corporation

will have authority to isgues

{4) a provision that such assocliation is organized
under this chapter for the purposes herein expressed:

{(5) the names and residences of the pasrsons who
subscribed -and  acknowledged the declarations a majority of
whom shall be gitizens. of this state and shall thereafter be
called incorpurators.™

Section 3. Section 32~2-Z05y MCAs is ‘amended to read:

"32-2-205. Gapltei-stoch-roqivenents——3investigation
Investigatian  — certificate of incorporations how Issuede

-4
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{2 y—Fhe-orgunitdéion-nay-—be—conpleted-—and-—business
wm’m—mwmm . - P s
Fasa—-—then—$2¢50—pirid-—iny——in-~ecosv—Fhot-—anemt-—aust
ther cafter-be-auinboineads

"$3341) (2) ¥hen the articles of ‘Incorporation are: in:

proper form and regularly executed and the bylaws have been
duly approved as required in 32-2-204 and-{t-appeara-to——the
satisfectioneef—ith fepart that-Sh-of—t) thordsed

{section 303 have bheen complied withs the department shall
then ascertain froa the best sources of information at its
command the responsibélitys characters and general fitness
of the ' incorporatorse. The departsent shall also determipe
whether there is a reasonable need for the existence of the
association and whether the public convenience and advantage
will be promoted by its existence.

tb) If the department is not satisfied with the result
of its Investigations of the msatters specified #n this
sections it shalle within 60 days after the artictes of
incorporation and byltaws have been presented to ity refuse
to issue the certificate descrihad in this section.

(c¢) If - it is satisfied with the result of its

-5-
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investigationsy it shally within 60 days-after'the articles
of incorporation and bylaws have been presented to ite issuve
under its official seal a certificate reciting in substance
the filing in - its office of the articles of incorporation
and bylawse

++¥4{2) ‘{a) The certificate shall also state that the
articles and bylaws conform to all the requirdments of this
chapters that the department has approved them and that it
believes that the incorporators are fit and proper persons
to conguct the bBusiness of a bullding and  loan association
as defined 1in this chapter and the bylawsy that there is a
reasonable need for the ‘existence of the building and 1loan
associations ‘and that the public convenience and - advantage
will be promoted therebye.

{b} The certificate shall be made in quadruplicate and
attached to each copy of the articles of inéorporation. one
of which shall. be retained by the department. The other
three shall be returned to the incorporatorss who shall
immediately file one copy with the secretary of state and
one with the clerk and recorder of the county in which the
principal place of business of the association is locatede
The other copy shall be retained by the associatione

{c) Iumediately upon the receipt of the certified
copys the secretary of state shall issve a certificate of

incorporations  at which time the incorporation of the

—-—
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association is completea®

Section 4. Section 32-2-20Ts MCAs is amended to read:

=32-2--207. Removal of directorse NO director shall be
removed fros office except as herein provided or by a vote
of the mgubers of & mutual asspciation repreassting
two-thigds . of the withdrauable gdeposits in the associstion
sr_the stockholders gf a capital stock caerpogatign holding
tuwo=thirds - of ' the capital stock: at a general meeting held
after previous notice given in the mamner  provided in
32-2-20%9« Meatings of tha members ar stockholders for this
purpose may be called by the president or by 8 wmajority of
the directors or by stockholders: holding not less than 25%
of the capital stocke”™

Section 5. Section 32-2~208¢ MCAvy is amended to read?

»32-2-208, MHeetings of stockholders and:- directors. (1)
The wmeetings of the aesbers or stockholders of a Montama

builtding and loan association must be held at its office or

- principal place of business in this state.

{2) 1a its bylaws, such associstion shall provide for
at least one regular meeting of pembors or stockholders
annuallys Notice of any meetings whether regular or speciale
shall be given by the secretary in accordance with 32~2-20%.
The board of directors shall have the right to call a
special seeting at any times The board of - directors must
a¥so call a special meeting whenever petitioned to do 50 byi
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La) wembeys of a sutual sssociation regresenting at
least 253 of the withdrawable deposits of the associationi
8L

ibl stockholders owning at Jeast 25% of the issued
stocka

£3) The secretary shall call special meetings in the
same manner as provided in 32-2-209."

Saction 6« Section 32-2-20%: MCAy is amended to read:

#32-2-209. Notice of meetings. (1) At least 30 days
prior to any anmual or special meeting of any wsueh
associationy a notice stating the time and place of sweh Lhe
meeting shall be deposited in tha post offics at the
principal place of busingss of such associationg directed to
each wember gor  stockholder et his addressy as the same
appears at the time on the books of the associations and
when so depositeds postage prepaide shall be deemed a 1egal
and sufficient notice of any swwh meeting.

(2) In additfon thereto notice may be given by four
consecutive woekly publications in a newspaper published in
the county where the association has its principal place of
business. - Such publication shall be complete on the day of
the fourth publications

t3) In notices of special peetings there shall be
attachad to and accompanying ssch notice a statement of any

matter or matters to be considéred at sald seetings
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{4) AIT. members - or _ stockholdecs of - seeh:  the
association shall - be entitled to vote at sueh Lthe meetings
in person or by proxys.®

Section 7. Section 32—2-2106'HCAb is amended to reads

u32-2-210s  Proxiess At least ;ace“cvory'yaar the board
of directors of every building and ‘Joan asseciation shalle
by resolution, cause the sacretary of such associstion to
majl to every member or stockholder of such association a
blank form of proxys and éhe .h.hg;__n; stockholder may
withidraw his formesr proxy -and - substitute snother in its
steade Every proxy shall continue in force and be binding
upon the seaber gor stockhelder until such proxy is revqked
or another subistituted.”

Section 8. Section 32-2-211ey MCAy Is amended to read:

w32-2-211. Transfer of stock gr_account —-— effect. 111
The delivery of a tagital stock certificéte of a building
and loan association to a bona fide purchaser or plaedges for
valuey together with a written transfer of the same  or a
written power of attorney to selly assigne or transfer the

samey signed by the owner of the certificates shall be a

sufficient delivery to transfer +the title-as against the

creditors of the transferor and subsequent purchasers; . but

no such transfer shall affect the right of the building and -

l1oan assocéation to pay any dividend due upon the stock or

treat the holder of record as the holder in fact until such

—9-
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transfeér is ‘recorddd opon the books of the building and loan

association or a new certificate Is ¥ssued to the person to

whom it has been transferreads

Section 9= Section 32-2-212y MCAs is amended to read:

#32-2-212« Requirements of transfer in certain cCasess
When a certificate of stock gr &  Savipgs account in a
building and Yoan association is owned by persons residing

out of the state or is Toste the prasidents secretarys or

- directors of such associationy befare entering any ' transfer

of such stock or account on its books or before issuing a
new certificate therefor to the transferee or owners may
require from the attorney or agent of the owner or from the
person clainiﬁg under the transfer an affidavit or other
evidence that the owner was alive at the date of the
transfer or that the original certificate is lost and has

not been assigned or transferred and may also require frowm

-10~
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the attorneye agent, or claisant & bond of indemnitys with a
surety or sureties satisfactory to the officers of such
assoclations to protect such associstion against any
liability to the ownery assignees or transferee of such
shares gr account or the legal representatives of the owners
of  such shares gr accounts in case of his or her death
before the transfer, and also to protect sueh the
association against any Tiability accruing or resulting by
reason of said lost or original certificate being thereafter
presented to ite IF dsueh the affidavit or other evidence or
bond e j35 not furnished when required as herein providede
neither sueh the assoclation nor any officer theareof shall
be Tlable for refusing to enter the transfer on the books of
the association.™

Section 16. Section 32-2-2Z1y MCAy is aseaded to read:

*32-2-221«  Forelgn assoclations -~ requirements. (1)

- An associationy as defined in 32-2-103, organized under the

taws - of Boy " other statey of the United Statesy or of any
foreign govermment shalle+  before doing business in this
statey file with the Secretary of state and the department a
duly auwthentlcated copy of - their chartery articles of
Incorporations or articles of agreement ' and =slso a

statementy verified by oath of the president and secretary

- of the corporation or mansqing officials if other than a

corporation and duty verified, showing:

wll—
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{a) the name of the assoclation and the location of
its principal of fice or place of bhusiness outside this state
and the location of the place of business or priacipal
office in this state;

{b) the names and rasidonces of +the officersy
trusteesy or directors;

{c) the amount of capital stocks if anys .and sawiogs
Yisbiyitys

(d) the amount of capital invested in the state of
Montanas

(2) The association shall also filey at the same +time
and in ‘the sgame officess a8 certificate., skgned by its
presidents vice—presidents or other acting head and by its
secretaryy - if there is oney certifying that the association
has consented to all the license laws and other laws of this
state relative to foreign associations and has consented to
be  sued in- tha courts of this state onn all causes of
action arising against it in this state and that service _of
process say be made upon a citlzen of this statey whose name
and - place ' of - resldence shall be designated in the
certificatea Sarvice of process on that agent is wvalid
service on the association."

"Section 1ll. Section 32-2-22%4, MCAy is amended to read:

*32-2-224¢ Shares of stock  and _sayings accounts
subject to attachment. The stock or sheres savings ACCQUDLS

-12-
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of such foreign associations doing business in this state
shall be subject to attachment in the same mamner as now
provided by law in the case of ‘domestic associations.®

Section 12. Section 32-2G231|‘HCA‘ is ‘amended to read:

»32-2-231. Consoiiddtioﬁ‘-and: transfer —  branching
prohibiteds (1) Only- building  and *© loan associations
organized and. chartered under the 3laws of the state of
Montana w®maye with the approval of - the departmenty
consolidate and become incorporated in one bodys with or
without any dissolution or division of the funds or property
of any of theme ANy association may - transfer - its
engagements, ' fundsy and ' property to any other assocliation
upon terms agreed upon by a majority vote of the respactive
board of directors and ratified by a two~thirds vote of the
shares gr nedsbers owoing at  ldast teo-thirds_ of .- the
withdramable degusits ip the associations present and voting
in person or by proxy at a special meeting or meetlings of
the stockholders or meabers of the respective associations
convened for that purposey upon notice given as provided by
tawy: the notice to state the object  of the wmeeting. A
transfer may not prejudice any right of any creditor of the
association.

{2) @8ranching by werger or branching otherwise between
a builtding and ‘toan association organized and chartered

under the laws of Montama and a bullding and Yoan
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association organized and chartered under the laws of any
other state is prohibiteds Branching de novo in Montana by »
foreign-chartered building and loan association is
prohibiteds

{3) Tnsefar as 'this section ‘Fimits or. reduces the
rightsy =  powers, or privileges of bullding  and loan
associations previously granted by Yaws it shall apply only
to proposed consolidations or wergers of aysociations—whhch
are 'initiated by action taken by their board of - directors
and shareholders subsequent to April 14y 1977.%

Section 13. Section 32-2-301y MCAy is amended to read:

*32-2-301. Examinations by departmente The department

shall examine all ‘building and loan associations doing

“business in this stata at least once a yeare« Alsos when the

holders - of 10X of the subscribed stock pr_ mesbers holding:
10X of the withidrawable deposits of am association file a
written application with the departwent requesting it to
make 3 specia¥F examination of an associations it shall wmake
the examipation immediatelye. The expense of the examiner
making the examination shall be  paid by the association
examinedy and the examiner's finding shall be available to
the petitioners and the board of directors - of - the
association notwithstanding any provisions to the contrary
contained in this chaptera®

Section 14, Section 32-2-309s HCA, is amended to read:

-14—
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*32-2-309. Insolvency or impairment of association ——

powers of department. (1) Khen it appears to the department

that the affairs of a buwilding and loan assaclation are in’

an unsound condition or that it is conducting its business
in an unsafe or unlawfu) menners the departaant ady take
possession of 3l bookss recordsy and assets of every
description of the association and retain possession of thea
pending thm further proceedings specified in this sectione.

12) 1f the board of directors, secretarys or person in
charge of the association refuses to permit the deapartment
to take possessions the department shall comsunicate that
fact to the attorney general. The attorney general shall at
once institute the proceedings necessary to place the
department in immediate possession of the property of the
agscociation.

{3} Upon taking possession of the effects of the
associations the department shall prepare a full -and - true
statement - of the affairs and condition of the associations
inctuding an itemized statement of its assets and
liabilitiesy and shall receive and collect all debtsy duesy
and claims  belonging to it and pay the immediate and
reasonable expenses of the department*s trust.

(%) When the condition of the association has bean
fully ascertalned and it appears that the affairs of the

association are  im fact In an unsound conditions the

15—
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department shall at once notifys In writings the board - of
diraectors of the association of Its decisiony giving thea 20
days in which to restore the affairs of the association to
sound condition.

{5) Meanwhil®y the departsent shall remain in charge
of the book$s recordss and assets of every description of
the associations shall attend or be represented at all
directors and stockholders or _asesbers meetings heldy and
shall suggest those steps it considers necessary to restore
the association to a sound conditions

(6} If the association is not restored to a sound
condition within 20 dayse the departsent  shall report the
facts to the attorney general. The attormey general shall
institute proceedings in the district court of the county in
which the association has its principal place of - business
for the appointment of the depariment as resceilver.

(T} As receivery the department may colliect 311 ‘moneys
due the association and say do those other acts which are
necessary to conserve jts assets and busipnesss and It shall
liquidate the association's affairs. The department mays
sxcept as otherwise lisitad by the terms of this chapters do

any acts Aacessary ore in its discretions desirable for the

" protection of the property and assets of the association and

the speedy and economical Vliguidation of its assets and

affairs and the paymeat of its creditors "or for the

1
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resumption of businass of - the association where that Is
practicable or desirable. The department may -institute in
its own name or in the mamc of the association those legal

proceadings it considers expedient for those purposeses

(8) By applying teo thc'distriét‘tourt'of the county in-

shich the assoclation is locateds or to the judge thereof in
chambarsy the department mays upon  sufficient showing of
causes obtain an order to sells compromise, or cospound any
bad or doubtful debt or claie and to sell any of the assetss
The sale ‘may be ‘made to stockholdersy membérss officerss
directorsy or others interested in the associationy on
consent of the courts 0On the proceedings the assockation
shall be made a party by notica issued on order of the court
or Judges in place of sumsons but served in like manners
The hearing of the application or petition by the departwent
may be had at any tfmes elther in terw or vacation in court
or in chaabersy as the court way orders after the
association has had 5 days® notice of the application.™

Section 15« Section 32-2-401s MCAe is amended to read:

»32-2-401a Powers and duties of building and Toan
associationss A building and loan association may?

(1) have continual succession by its corporate name;

42) sue and be sued In any court;

(3) wake and use a comson seal and alter It at

pleasure;

-17~
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(4} appoint those officers or agents the business of
the corporation requires and pay thex suitable compemsationg

{5) enter into obligations or contracts essential to
the transaction of its ordlnary affairs or for the purposes
of the corporation; .

(6) issue stock to stockholders and. savings
certificates to wembers on the terms and conditions the
conatitutien articles of incorporation and bylaws providew
but-on-assetiation—mey-not—issve-preferred—stock]

(7) assess and .collect from members dues-en—steck-and
interest on Toans at the times and in the amount provided
for in’  the comstsbution articles of incorporation and
bylaws;

{8) permit members to withdraw all or part of their’
stock—credits savings at the tises and upon tha terms as the
canstdevedon articles of incorporation and bylaws may
provide;

{9) cancel sheres—of—stock sayvings certificates upon
which all credits have been withdrawn or upon which loans
have been canceled or steeh savings upon which no paysems
have been made for a period of 6 monthse by returning to the
stockhotders mumbers all  creditss if anys and reissue the
shares Lertificates as new sdeed sSavings certificates;

(10) issue whkeoek savings certificates to wminors and
permit ¢ thes to be withdrawn as other steek savings

~18-
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sertificatess The receipt by the minor s a valid
acguittance if his rights have been fully secur_ed to hime

(11) acquires holdy encumbers and convey that real
estate and personal property necessary for the transaction
of Its business or necessary %o enforce or protect its
securities;

{12) borrow moneys only when necessary and not
exceeding * 20X of its assetsy except when borrowing from the
federal home loan bank as provided in 32-2-405%¢ and issue
its proaissory note for the loan;

(13} make loans to members on the security of the

sheres 52vings accounts of the association and also on their

notes secured by first mortgages on -improved real ‘estates
including - suburban- homes but not on farm tands or mining
propertys for not to exceed 75% of the actual value of the
real -astate . and upon the terms and conditions which may be
provided in the constibubion articles of - incocporation and
bylaws; '
- {1%) cancal those 1loans and release the securities on

those terms the board of directors may provide;

{15) invest the money of the association in accordance
with 32-2-4063

{16} loan money to other building and © loan
associationss

{17) make svsesiewiued distribution of all the-swrnings

-19-
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interest apd dividends earned after payment of expenses and
setting aside a sum for the coatingent funds as provided in
this chapter;

{18) amend its articles of incorporation by -changing
the namses place of businesss the numbar of directorss and
increase or decrease the capital stocky and provide for its
own  conmtinual succession by a mpajority wvote of its
directors. Howevery those amendments are of no effect until
approved by the department.

(19) dissolve the corﬁporation in accordance with the
provisions of this chapter;

(20) provides by semstiecvtion articiass of incorporation
and bylaws adopted or amended by Its board of directorse for
the proper sxerciss of the powers granted ' in  this .:ectiun
and the conduct and management of its affalrs)

{21) exercise those other powers which are necessary
and proper to enable the corporation to carry out- the
purpese of its organization.”

Section léa Section 32-2-4044 MCAs Is amended to read:

32-2-404, Stoch Spvings ~atcount withdrawal, (1) No
charge or feey except as provided in this sections say be
made against a wember who withdraws his dtoeck spiiogsr after
having - gliven 30 days® notice of the withdrawale No fine of
any description may be made upon the par value of that steek
ar-upon—the-deeiarad-dividends ‘Savings account  because - of
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the  withdrawal. ‘A membar who withdraws his steek iaviogs or
whose atoek Saviags accouat is  satured: is ' eéntitled to
receive all dues Sins paid in ‘and al) dividends jptarest
declared, less interesty if anys as provided in 32-2-402,
lass 8 reasonable mesbership fee not exceading 2% of the par
velue ' aZROUNL OF eweh-share-—of—stock his depiasits and less a
pro rata share of all lossess it anyy which have occurreds
No other fine or assessments may be made against the stock
savings.

(2) ‘AppVications for withdraal shall be regtsterﬁd an
the books of tﬁe association in the order Tveceivedy and
one-half - of - all cash collections not required to mest
outstanding contracts must be used for the paysent of the
matured oteek savings and of the withdrauwals in the order
registerade The other half of those collections each month
may be used for the payment of withdrawals other than in the
order registereds but no wesber may receive more than $100
in any one month other than by payment of an application for
withdrawal in the order registereds. The ters “outstanding
contracts® includes the costs and expenses of operations
completion of loanse payment of taxes and assessments and
necessary remodeling and repairs on properties owned by or
mortgaged to the associationy repaymsent of all bor rowed
moneyy and all fixed charges."™

Section 1T« Section 32-2-410y MCAs Is amended to read:

-21-
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»32-2-410« ' Fund  for -contingemt losses. The amount to
be set aside to the fund for ‘contingent -losses shall be
determined ' by - the board of directorss but-in 21t ‘permamint
or serial associations at least 5% of the net earnings shall
be sat aside wach yaat for such fund ustil. it reakthes - at
least ST of the book value of the stdek savings depeEtifse
AT -Tosses shall be pald out of such fund until the same  Is
exhausteds ~and whenever the amount in ‘said fund falls below
5% of the book-—valvwe-—of-—the~~stoek savinds duposits e
oforeseids - it shall be replenished by amual appedpristions
of at least 5% of the earningse as herelnbefore provideds
until it again reaches salfd amomts”

Sect¥on 18, Section 32-2-416¢ MCAs Is ‘amended te read:

m3z~2-416e Joint ownershipe AaAny bulilding and Toan
assoclation may issue savings certificates and shares to or

" in ‘the name of two or more personss whether husband and wife

- or otherwise} withidrawal. by any one of such persons and the

receipt or acqulttance of any one of such persons shall  be
valid and sufficient release and discharge to the
association for such withdrawalse regardVess of the death or
disability of aay other such Joint shareholder or
certificate neolder."
Section 19. Section 32~-2-417, MCAy Is amended to reads:
"3Z2+-2-427« Trust — paymente MWhenever any shares of

stock shall be purchased gor savings deposits sade In  any

-l =
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building - and loan association by any persan in trust for
another and ‘no other or further notice of the existence and
terms of a legal and valid trust shall have been given in
writing to the association, in the event of the death of the
trustee, the same; or any part thereofy together with the
interaest or. dividends thereons may be paid to the person for
whoa said shares were purchased or savings deposits asade.®

Section 20. Section 32-Z-418y MCAs is amended to read:

832-2-418.' Sheres Savings held by sinors Whenever any
shires—of——stock sayilngs Accosmts in any building and loan
association shall be purchased by or in: the name of any

. winors the ‘same shall be held for the exclusive right and

banefit of such minor #nd free from the control or lien of

‘all persons whatsoevers wacept creditorsy and shall be paids

- with -any ‘intersst due therecns to the person in whose namse

the wheres—eof--gooek savings .. accounts shall have been

- purchaseds and the recelpy of such minor shall be sufficient

release  oOr discharge for such Yheres—of—steck savings
accounts to the associationa™
© Section 21. Sectlon 32-2-43)s MCAy is amended to read:
| *32-2-431s  ¥Yoluntary liquidation and settlement. (1)

Hith the consent of the departmente an association orgomized

wnder the laws of and doing business’ In this states mays if -

the aagihers or stockholders consider it -advisables go  inte
liquidation. For the purpose of so daing it mays at any
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regular or called meeting of the members or stockholderss
adopt a resolution declaring that the association intands to

go Into 1liquidation and discontinue business as 2 building

‘and loan -association. A copy of the rasolutions duly

certified by the president and secretary of the assoclatione
under the seal thereofs shall:. be transmitted to the
department within 10 days after its passage. The department
shaltl then  issue its certificate reciting that the
resolution has been  filed in its office and that tha
association is in 1igquidations

{2} ‘After the filing of the notices it is unlawful for
the assoclation to issue stock or to tosn or advance its
moRey to mesberss_Sharetinlderss or to any other persons

(3) Al of the incowme and receipts of the association

- in - excess of the actwal expense of managing it shall be

applied to pay off first the indebtedness and then the steck
Sa¥ings accogunts in the association upan which no loans have
been mades the same to be paid pro rataz then ta pay off the
capital “stock In the associations pro rata.

{4) The board of - directors of  the association in
Tiquidation may adopt those .rules and make those ovrders
which are just and equitable for the sale and disposition of

~all property held by the assoclation and for the division of

the assets of the aszociations

(5) The association in V1iquidation may be examined by

~24-
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and s'hal'I be .under the supervision of the departmemt.”

Section 22. Section 32-2-432y MCAy is amended to read:

®32-2-432. Reorganization of - associations under
liquidation. Any association under voluntary Viquidstion as
provided in 32-2-431 or which may be under the possession of
the -department as specified in 32-2-309 may resume business
as an active -building and losn association in the following
manners

{1y The directors' of  suwch buitding and 1loan
associations by .and with the approval of the departments
mays upon such terms as may be agreed upon and ratified by
the members ar stockhkilders of such associationy 'rao}guqlzn
such association -and resume buzsiness as an active building
and loan associations

€2) Ratification by members or siockboldars thereof
shall be ' expressed at a3 regular "or ‘special meeting of
wembers duly called for that purposey at which weeting a
majority of the outstanding stock in_a_capital stock

A kb 12 d i i tual iatioco

votingy either in person or by proxys shall be sufficient to
adopt such proposale

{(3) HNotice of such sdeting shall clearly indicate the
purposa of the mecting.™

Section 23. Section 32-2-&4ly MCAy is asended to read:

*32-2=~44l. Conversion into federal savings and Yoan
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" associations. Any building and Joam association or other

home financing - organizations by whatever name or style:it -
a3y be dasignatede eligible to becomms a federal savings and
loan assoclation wsay convert itself into a federal savings
and loan association by following the procedure hereinafter
outl ined:

{1y At sny regular meesting of the shareholders gr

aagbers of any such association or at any special seeting of

‘the shareholders or segbers of such associations in : elther

case called to consider such action and held in accordance

‘with-the JTaws governing such associations such shareholders

ox_.mepbarss by an affirsative vote of the sajority of the
shareholders gr_sesberss in parson or by proxys may declare
by resolution  the determination to coavert the association
into a fedaral savings and loan association.

{2) A copy of 'the minutes of the wmeeting of the
shareholders or  mambers verified by the affidavit of the .

- president or vice-presidenmt and the secretary of the meeting

shall be filed with the department within 10 days after the
meetings The verified copy of the minutes of such seeting
when so filed shall be presumptive evidence of the holding
and of the action of sSuch meetinga

{3) Hithin a reasonable time and - without any
umnecessary delay after the adjournment of such meating of

shareholders ' or sembersy such associetion shall take any

-26~
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action necessary to make it a federal savings and loan
associations and within 10 days after recelpt of the federal
charter there shall be filaed with the departaant a copy of
the charter “issued to such assocliation by the Ffederal home
loan bank board:or a certificate showing the organization of
such association as a federal savings and loan association
cartified by or on behalf of the faederal home 1loan bank
boards Upon  the filing of such Instrument such association
shall cease to be a state association and shall thereafter
be a federal savings and Joan association.”

Section 24s Section 32-2-501, MCAy is amended to read:

"32-~2-501, Assocliations  empowerad to make . lgans on
securities asthorized by National Housing Acte. Subjact to
such regulations as may be prascribed by the feddaral housing
admi nistrators . pursuant to an act of congress. cited as the
"Hatjonal Housing Act™s approved by the ' president on June
27+ 1934 and a1l smewdwents thareto "as wall -as  any
amendwents hereafter duly -passed and ‘approveds hui-iding' and
Toan associations qualified to do business in this state are
h&eby empovered to make such Toanse sacured by mortgages
upon real estates and other advances of credit to members lor
otharss charges; investments, : purchasesy saless contracts
for - insurance - of 'mortgages and - advances of credit ‘and
steckhoiders® mgabers? accountss and other contracts as are

niowy or may hereafter bey suthorized or provided for by said.
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National Housing Act and any amendments thereof duly passed
and approveds"
Section 25. Section 32-2-502y MCAe is amended to read:
*32~2-502« Transactions exempt from operation of state
Tawss AVl louniy cha¥gess investmsentss advances of cradite
purchasess salesy contracts for Insurance of mortgages and
astecithelderss goagbars?! accountsy and other contracts oade
pursuant - to the powers granted in 32-2-501 through 32-2-503
shall be exempt from the operation and application of the
general statutes of -this stata in conflict with said
National Housing Act and the regulations issued thereunder.™
Section 26, Section 32-2-503y NLAy is amended to read:
u32-2-503+ Application of sectiens, The provisions of
32-2~501 through 32-2-5G3 shall apply only to 1loansy
advances of credity chargese investmentsy purchasess saless
contracts for inxurance of sortgages and advances of credit
and accounts of steckholders gamberss and other .coatracts
made in commection with and incidental to loans secured by

mortgages and to advantes of credity insured or to be

insureds - and ‘accountsy insured or to be insureds under the

-provisions of said National Housing Act and amendments

thereof duly passed and approvege™
NEM SECTION, Section 27. ' Organization of mutual
asscciations. The incorporators of & mutual association

shall appoint one of their number as chalrman of the

-28-
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incorporatorss and he shall procure from » surety company or

other surety acceptable to the departaent a surety bond in-

an amount ' no less than the sum of the amount subscribed by
the " incorporators and the  amount of the expense: fund

described - in [section 28} The bond shall name - the

‘department as obligee and shall be delivered to it. The bond

shall ‘assure the safekeeping of the funds described and
their delivery to the association after the issuance of a
certificate of incorporation and after bendiag of the
officers of the corporation In  the event of failure to
complete organizations the bond shall assure the veturn- of
the amounts collected to the respective subscribers or their
assignss less reasonable expenses which shall bea deducted
from the expense fund. The incorporatorss before a
certificate of incorporation is issueds shall pay to the
chairman in cashs Tabory or services actually - performed an
aggregate amount of at least $500:000y including that part
of the original' subscriptlion paid by the chairsans as
subscriptions to the savings accounts of -the - proposed
associations

NEY SECTION. Section 28. Expense fund for mutual
assoclatione (1) 1In addition to their subscriptions to
savings accountse the incorporators shall create an  expense
fund of not less -than one-half of the minisum amount of

savings accouynt subscriptions required to be paid in under

-29-
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-this " chaptere ~ The expense fund shall be used to-pay the

expenses of ordanizing the associatiom and  its operating
expenses may be paid from the fund until such time as its
net income is sufficient to pay sech earnings as may be
declared and paid or credited to its savings account holdars
from ‘sources available  for payment of carnings. Before a
certificate of incorporation is issvedy the iIncorporators:
shall - deposit to -the credit of -the chairman of the
ncorporators fl-:he amount- of the expense fundy -in. cashe The
amounts contributed to the mxpsnse Tund by the Iincorpurators
shall not constitute 3 liability of the association except
as otherwise provided.

;(2) Contritutions made by the incorporators and others
to the expense fund msay be repaid - pro- rata from the net
income of the association  after - provision for statutory
reserves and declaration of earnings of not less than 2% on
savings accounts. If -the association is 1iquidated before
contributions to the expense - fund have been repaids -any
contributions to ‘the expense fund semaining unexpended shall
be repaid to the contributors pro ratay after the payment of
the expensas of liquidatiorns creditorse and withdrawal wvaltue
of all savings accountse. The books of the association shall
reflect the expense funde The contributors to the expense
fund shall be paid earnings on the amounts paid in by them

at the times earnings are regularly distributed to savings

-30~



¢ ® ~w W b ow N M

e b W e e e e e pm
| o« > Vi & W N = D

19
20
21
22

23

24
25

LC 0162701

account' holdersy and for this purposes the contributions

"shall in all respects be considerad as savings accounts of

the association.

MEM SELYINN. ‘Section 29+ Urganizational aestings

-Withkin. 30 ‘days after the corporate existence of an

assoclkatien beginss the directors of the association shall
hold an organizational weeting and shall elect officers
pursuant  to the provisions of this chapter and the bylaws.
At the organizational seeting the directors shall taka such
other action as is appropriate in comection with beginning
the transaction of business by the associatione The
department say - extends by ordérs tha time within which the
organizational seeting sust be held.

BEM _SECTION. Section 30. Drganization of

stock  associationse The  incorporators. of a capital stock

capital

association shall appoint one of their number as chairwan of
the incorporatorses and the chairman shall procure from a
sWrety tcompany or othar surety acceptable to the departeent
a surety bond in an amount at Jeast agual ‘to the sum of the
amount - of capital” 'stock contributions and the additional
amounts described in [section 31). The bond shall namse the
department as obligee ‘and shall be delivered to ita The
bond shal¥ assure the safekusping of ths funds describad: and
their delivery to the dssociation after the issuaince of the

certificate  of Incorporation and the bonding of tha
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officarse In the avent of the failure to complete
organizations the bond s$halt assure the return of the
amounts collected to the respective ' subscribers or their
assignsy less reasoriable. expenses which shall be deducted
from the paid-in surpluse. '~ Before a certificate of
incorporation s Issueds the subseribers shall pay to the
chairmanes in cashy Tabore or services actually performeds
the capital of such associationa The capital shall be the
sum of the par or initially:stated value of all shares of
voting capital stocks. Each share of capital stock shall
entitle the holder of the share to one votes The wmininum
required capital is $500,000.

NEM_SECTION. Section 31. Capital stock association -—
surplus - fupd  — verification statement. (1) In addition to
the minimum capital requiredy the subscribers shall pay an
amount equal ‘to not less than 25% of the par or initialty
stated value of the stock subscribeds which shall be
creditad - to ‘paid-in  surplus and may be used to offset
lossese The minimun capitsl and surplus may be used for the
resurves reoequired by %aw and as wmay be permitted by the
board of directorse

{Z) Prior to the issuance of a certificate by the
dapartmenty the incorporstors of  a  proposed association
shall file with the department » statement in the form and

containing  supporting ' ‘data and proof as the department may

-32-
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requires The statement shall verify that the entire capital
and paid-in surpfus. has been uncinditionally paid ¥n and
that the fuads represamting the capital and paid=in surpluse
less amounts ‘of tha paid~in surptus ' expended for land,
buildings suppliesy’ fixtures..nqu}paéntg and ‘organizationy
are on hande

NEM _SELTI(ONe Section 32. Issuance of capital stocks.
{1) As of the date the corporate existence of ‘a capital
stock association beginse the asseciation shall ‘issue Euch
capital stock as necessary to satisfy the sinismus capital
requirements of [section 30] and  such additional -capital
stock as may be approved: for issuance by the bnarq-of
directors up to the amount authorized in the certificate of
incorporation. Once the asount of stock authorized in the
certificate of ' incorporation has been Issuveds no other
shares may be issuved except as otherwise authorized in this
chapter. The capital stock of an associations when issueds
shall constitute permanent capital and may not be retired or
withdravwne except as otherwise providedy until all
liabilities of the associationy including the - withdrawal
value of all savings accounts, have bteen satisfied in full
and until outstanding capital certificatds have bean
retivedes

(2] An associstion wmay issue shares of common stock

and prefecrred stocksy with or without par valuer and such
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T - common - and - .preferréd stock may be-divided into classes and

the classes into seriesa

NEM _SECTION. Section 33. Restrictions on capital
stocke " (1)  The consideration for the issuvance of capital
stock shall be paid in cash except for stock Issuved pursvant
to: '

‘{a) ‘“the incorporation of the association;

{b) -an employe& stock option plan3

{c)} a plan of mergars conselidationes "or conversion
from a mutual to a stock ‘associlationi or

(d) any other type of redrganization that has been
approved by the departwent.

(2). The par value or stated value of stock Issued
pursuant  to subsections {1){a} through ({1){d) shall be
saintainad as the permanaent capital of the associations and
any additional -amount paid in shall be credited to pald-in
surpluss

(3) The aggregate par value or stated value of all
outstanding shares of capital stock shall be the permanent
capital of the associations and except as otherwise provided
by this chapters such capital stock may not be retirgd until
final tiquidation of the association. An association say not
redyce the par or stated value of its outstanding capital
stock without first obtaining the written approval of the

departments The department shall withhold its approval if

—34
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the reduction will cause the par or stated value of
outstanding capital stock to be less than the wminimum
required by this chapter or will result in less than
adequate net worthy as the department in its discretion may
detersines An -assoclation may not retire any part of its
capital stock without the approval of the department.

NEM SECTIXUNe Section 234.  Purchase of stock of
deceased stockholder. An association wmay ‘purchase its
capital stock from the personal representative of a deceased
stockholder upon the written approval of the department.
Upon obtaining written approvals an association say contract
with a living stockholder for a purchase of his ‘stock upon
his death. Any such purchase shall be for a price and upon
such terms and conditions as wmay be agreed upon by the
association and the stockholder or personal representative.
The purchase of a deceased stockholder®s stock may not
reduce the net worth accoumts of the association‘ to an
amount Vess than required by law or by any approved insurer
of the association®s savings accounts. An asseciation
agreeing “with a stockholder to purchase his capital stock
upon his death may purchase insurarice on the 1life of the
stockholder to fund or partially fund such purchase. Aey
stock purchased under this section may be resold by the
association at a price and upon such terms and conditions as

the board of directors may approves or may be retired. If
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the stock is to be resold, the association shall file notice
with tha department disclosing the prices tarasy and
conditions of the proposed resalee

NEM_SECIION. Section 3%. Mutual and capital stock
conversions. (1) Any mutual association may convert to a
capital stock association and any capital stock association
may convert to a mutuwal association in accordance with the
provisions of [sections 35 through 411.

{2) Any applicant seeking to convert its Corporate
form pursuant to [sections 35 through 41] shal) first obtain
approval of a plan of conversion by a resolution adopted by
a two-thirds majority vote of the total number of directors
authorized for the assocliatione

NEW SECTION, Section 34, ODepartment approvalas {1)
Upon approval of a plan of conversion by the poard of
directorss the plan and the resolution approving it shall be
submitted to the department. The department shall approve
the plan of conversion after appropriate examinationy if it
finds that: l

{a} the plan of conversion s fair and equitable;

(b) the Interests of the applicanty nonbers or
stockholders, savings account holderss and public are
adequately protected; and

{c}) the converting applicant has coNpTied with the

provisions of [sections 35 througir #1].
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{2} If the department approves the plan of convarsions
the approvals which shall be in writings shall be sent to
the home office of the applicante. To cause the applicant to
conforam with the requirements of thfs ‘chaptery the approval
may prescribe terms and cond}ttun;; to be fulfTitled either
before or after tha conversion.

(3) If the departmunt - disapproves the plan of
conversion, Iits objections shall ba sent in writing to the
home office of the applicants The applicant ‘'shall- be
afforded an opportunity to amend and resubmit - the plan
within ‘a reasonable time a5 prescritied by the departmente IF
the department disapproves the resubmitted plans written
notice - of the finalt disapproval Ahall be sent by certified
mail to the applicant's home office.

NEM_SECTIONs Section 37 Submission to wmembers or
stockholiderse ({1} If the department has approved a plan of
conversion pursuant to [section 36])s the plan shall bde
submitted for adoption to the members or stockholders of the
association for a vote at a meeting called for that purposSe.
The plan sust be approved by:

{3} wembers of a wmutual association representing
two~thirds of the withdrawable depositss present in person
or by proxy at the meetingi or

{b) stockholders of a capital stock association

holding two-thirds of the capital stocks represented in
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persont or by proxy at the meeting.

{2) If the plan is approveds action shall ba taken to
amend the articles of incorporation and bylaws as necessarys
elect directors and officerss and take any other action as
s required or appropriate for the type of association into
which the applicant will be convertads A cértified report of
the proceedings shall be filed prosiptly with the departments

NEW SECTIONe Section 38« Conversion of - sutsal  to
capital stock associations. The foliowing requirements are
mandatory in any plan of conversion from the mutual form to
a capital stock form of organization: .

{1} Each savings account holder shall receive a
withdrawable account  of the same generaf class in the
converted association equal in amount and tiwe tenure to his
withdrawable account in the converting association. No
paymsent may be required from the account holder: for this
change of accounts.

(2) The plan shall specify the aggregate dollar amount
of voting capital stock and the total nusber of shares to be
Issued to accomplish the conversions The distribution of
the stock shall be In accordance with subsection (3).

{(3) ' A1Y voting capital stock issued by the association
to accomplish a conversion shall be subscribed and fully
paid for in cashs labors or services actually performed in

the conversion process and may not be eligibley either
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directly or indirectlys as security for a Yoan or other
credit -advance to faclilitate its own purchase. Each account
holder wmust bhave the right for a period of 50 days to
purchase a proporticnate share of the stock at a price equal
to tha initial stated wvalue thereof. Any stock remaining
unsubserided shally during the succeeding 60-day pericods be
offered for sale to those savings account holders of record
who have purchased their  proportionate share during the

initial period. Any stock remaining wunsubscribed may be

offered for sale -to others or transferred to othars in’

consideration for labor or services actwally performed in
the conversion processs

{4) The record date for determining savings account
holders® rights to distribution under subséction (3) shall
be set by the converting association®s board of directors
but may not be less than 120 days prior to the date of
approval of the conversion plan by the directors.

{5) The convérsion ptan shall make specific provision
with respect to the surpluss reservess wundivided profits,
and capital stock of the convertad associations specifying
types of accountss amountss prioritiese any voting rights,
and how such accounts- are to be disposed of or retaineds

{6y The plan shall crontain such other information and
be in the form required by the department to enable: it to
make a determination of whether:
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{a) +the plan is fair and equitable;

tb} the interests of +the applicants members or
stockholderss savings account holdersy and the public are
adequately protacted; and

{c} *he converting applicant has complied with the
requirements of [sections 35 through %1].

NEM_SECTIONe Sectlon 39. Conversion of capital stock
to mutual associations The following requirements are
mandatory in any plan of conversion from the capital stock
form to & mutual Form of association:

{1) Each savings account holder shall receive a
withdrawable account of the same general class in the
converted association equal in amount and time tenure to his
withdrawable account in the converting associations WNo
payuent may be raquired from the account holder for this
change of accounts.

{2) The coaversion plan shall specify how and in what
amount the return of capital to each class of stockholder in
the form of an exchange of stock: for cavings accounts shall
be effectuated.

(3) The plan shall provide for the ollocation of
voting rights to the holders of savings accounts and the
wanner kn whicti such rights may be exercised.

(%) The plan shall ‘sake -specific provision with

rospect to the surpluse reservasy undivided profitse and

~40-
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capital stock of the converted associations specifying types
of accountse amountss prioritiesy any voting rightss and how
such accounts shall be disposed of or retained.

{5) The plan shall contaln such other information and
be in the form required by the depa;taent to enable: it to
make a detérminstion of whether:.

(a) the plan is fair and equitables

(b} ‘the interests of the applicants mewbers or
stockholders, savings account holdarsy and the public are
adequately protected; and

[c) tha converting - applicant has complied with the
requirements of {sections 35 through 41]. .

NEW _SECYION, Section #0. Issvance of certificata ——
continbance of entitys (1} If the department determines that

a conversion proceeding has been completed in accordance

with the requirements of [sections 35 through 417, it shall-

issue to the applicant a certificate of conversion. The
conversion does not become effective until the issuance of
the certificate.

{2j} Upon  the issuance to the applicant of a
certificate of conversions the corporate existence of the
converting applicant does not terminate but shall be treated
as a ‘continuation of the entity so convertaede All property
of the converted applicanty of whatever Kkinde and any

benefit pertaiping to it vest in the converted applicant

—41—
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without any further actions to the same extent as possessed
by the converting applicante

HEW SECTIONa Section 41. Continuance of  rights  and
obligationse. A converted applicants wvpon issuance of the
certificate of conversions continues to have and Succeeds to -
all the rightsy obligetionsy asnd relations of the converting
applicante ANl © pénding actions and other judicial
proceedings to which the converting applicant was a party
nay not be abated or discontinved by vreason of the
conversion and may be prosecuted to final Judgmenty orders
or decree in the same mamner as If the conversion had not
been wmades and the converted applicant way continue the
actions in Tts new corporate namee Any judgmenty ordery or
decree that sight have been rendered for or against the
convertaed applicant prior to the conversion may be rendered
for or against It after the conversione

NEM_SECTION. Section 42. Codification
Sectionis 27 through &1 are intended to be codified as an

Instruction.

integral part of Title 32+ chapter 2+ and the provisions of
Title 32+ chapter 2¢ apply to sections 27 through 4l.

NEMW _SECTIOM. Section 43. Effective date. This act is
effective on passage and approvala

—~End—
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HOUSE BILL NO. 20

INTRODUCED BY FABREGA

A BILL FOR AN ACT ENTITLED: ™AN ACT TO GENERALLY REVISE THE
LAWS RELATING TO BUILDING AND LOAN ASSOCIATIONS; AUTHORIZING
THE FORMATION OF CAPITAL STOCK ASSOCIATIONS; PROVIDING FOR
CONVERSION BETWEEN CAPITAL STOCK AND MUTUAL ASSOCIATIONS;
AMENDING SECTIONS 32-2-101e 32-2-201e 32-2-205. 32-2-207
THROUGH 32-2-212y 32-2-2214y 32~2-224¢ 32-2-231y 32-2-301y
32-2-309y 32-2-401+ 32-2-404s 32-2-410y 32-2-416 THROUGH
32-2-418y 32-2-431s 32-2~432y 32-2-441ys AND 32-2-501 THROUGH

32-2-503y MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE DATE."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA:
Section 1. Section 32-2-1014 MCA, is amended to read:
*32-2~-1G1. Purpose' -~ definitionse {1) A corporation

muevatdy operated for the purpose of encouraging home

ownership and thrift ameng---ttea--members and making
substantially all of its Tloans to--them on real estate

mortgage security shall be known in this chapter as a

building and Yoan association or a savings and loan

association and is under the supervision of the departments
which shall enforce all laws with respact to ite
t2}--Fhe-owRers--ef--shares--in--a--buitding-—and--toan

asseetat+on-——are-~eatled--stocuhetdersy--fhe--mepbers—-of--n
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Buitging--and--toan--3350ciatton--~ase~---its———sharehotdersy
steckhotldersy—-bBorrewersy-ar-purchasers—-of-real-estate—uvnder
eontracts

+3¥(2) The associations have continual succession and
shall be organized under the provisions of this chaptera

$+4¥(3)1 When usad in this chapters the following
definitions apply:

(a) "Building and loan assaciation® includes savings
ana loan associations organized under this chapter.

(b} “Department®™ means the department of commerce
provided for in Title 2y chapter 154 part 18.

{c)__"Capital stock™ means the aggregate of shares of
nopwithdrawable = capital issues by a  capital stogk
assocjagtions

id)__SMember® means:

{i} _o person holding 2 sayings _account _of _a _autual
Associationi

(it} 4 .persen borrowing from or assuming or_cobligated
upon _a loan or an interest therein_held by the _association:

{iii) a_person  purchasing property securing a lgap or
ioterest_thereip beld by such associationi_or

Liv) any other person cbligated to_the associatione

{e)__"Mutual association™ means__a_ buildicg _apd _lean
association formed without sutborjty to issug _stocke

Lfl__ﬂﬁallnsé__ni;Qun&:__mﬁﬂni_&ﬁﬂI_Eﬁli_ﬂi_ﬁhg_idiiﬂgi

-2- H8 20

REFEREWCE BILL

S



W

g ® 4 >

10
11
12
13
1%
i5
16
iT
18
19
20
21
22
23
24
25

HB DQ20/02

liability of the. association shich. is. credifed _to  the
account of the -holder thersaf. and  includes any fara of
withdramable deposila

Lgl._“Stock assgciation™ means _a-_building. aod joan
association formed wilh atithority o Issuf Stocke

{h) _. "Stockholgar® _means .the halder of one or pore
shares of apy class of capital stock of a capital stock
association organized  and . _operating. pucsuvant  to  ihe
provisions of this. chapters

i%) _For the purposes of subsection . {3){d)s @ jOipLs
survivorships _or _any other sultiple owner gor borrower
relatjonship constitutes 8 single mesbershipe™

Section 2+ Section 32-2+201s MCAy is amended to read:

w32-2-201. Articles of incorpordation -- contentse
WHhenever any number of personse not less than fives desire
to incorporate a building and loan associations having for
its object the conduct aad operation of such an association
as defined In this chaptery they shall prepare and file
articles of incorporation to that effect In the manner
specified in this chapter, Such articles shall be signeds
sealedy and acknomledged in the form now provided by the
statutes of this state for the coaveyance of real estate and
shall include the following:

{1) the name of the associations which may not be the

same as or too closely resemble that in use Dy any existing
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corporation established under the laws of this states The
words building and lcan association or savings and loan
association shall form a part of the names and a corparation
not organized under this chapter may onot wuse a name
embodying that combination of wordss provided that the
associations existing as of May 1y 1927, may continue their
present namesa.

{2) the principal office of place of business of the
associationg wnich shall be within this state;

{3) if a capital stock assoCiations the ameant-of-ity
eapi+iad--steak-and-the aggregate number of shares #nte which
the same--shald-——be--dividede——The—-capital--steek-shati-be
divided-into-shares-having-a-par-vatue-of-$i88x (cQrporatign
wWill _bave authority to_ issuei

(4) a provision that such association is organized
under this chapter for the purposes herein expressed;

(5) the names and residences of the persons who
subscribed and acknowledged the declarations a majority of
whom shall be citizens of this state and shall thereafter pe
called Incorporators.”

Section 3, Section 32-2-205s MCAs is amended to read:

®32-2-205. Gapital-steck-requiresenta--——investigation
Iipvestigation -~ caertificate of incorporations how issueds
£ir-Fhe-capital-steeh-naned-in-the-artictes-of—+neorporation

refers—to—the-sirthorreed-capital-stocks

-y HB 20
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t2}--Fhe-ar ganization-may--be—-completed-—and-—-pusiness
commenced-wher-5¥-af-the-capital-staek—is-subseribed-and-not
tess-——than--32y508--paid--iny——in——eashz-——Fhat--enount--mast
thereéfeer—be—na+nea+nedv

$34(1) (a) HWhen the articles of incorporation are in
proper form and regularly executed and the bylaws have been
duly approved as required in 32-2-204 snd-+t-appears—to-—the
satisfaceion-—ef——the--department——that-5N-of-the-authorized
capiedt~has—actualiy-been-paid-in—eash-upen—the-subseription
of-ahares angs in the case of _a mutual _assoCiakiops  the
reguirgments _of {section 27]) have been.complied with ors ip
the case of a capital stock associstions the.requirements of
[section 201 have been complied withs the department shall
then ascertain from the best scurces of information at its
command the responsibilitys character, and general fitness
of the incorporatorse« The department shall also determine
whether there is a reasonable need for the existence of the
association and whether the public convenience and advantage
will be promoted by its existence.

{by 1If the department is not satisfied with the result
of its investigatiens of the matters specified in this
sectiony it 5hally within 60 days after the artictes of
incorporation and obylaws have been presented to ity refuse
to issue the certificate described in this sectiona

fc}y If it is satisfied with the result of its
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investigationsy it shally within 60 days after the articles
of incorporation and bylaws have been presented to its issue
under its official seal a certificate reciting in substance
tha filing in its office of the articles of incorporation
and bylaws.

£44{(2) (a) The certificate shall also state that the
articles and bylaws conform to all the requirements of this
chapters+ that the department has approved them and that it
believes that the incorporators are fit and proper persons
to conduct the business of a building and loan association
as defined in this chapter and the bylawss that there is a
reasonable need for the existence of the building and 1loan
associations and that the public convenience and advantage
will be promoted therebye.

(b) The certificate shall pe made in quadruplicate and
attached to each copy of the articles of incorporationy one
of which shall be retained by the departmente. The other
three shall be returned to the incorporatorsy who shall
immediately file one copy with the secretary of state and
one with the clerk and recorder of the county in whicn tne
principal place of husiness of the association is locatede.
The other copy shall be retained by the asscciationes

{c)} (immediately upon the receipt of the certified
copys the secretary of state shall issue a certificate aof

incorporations at which time the incorporation of the

b HB 20
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association is completea.®

Section &. Section 32-2-207, MCAs is amended to read:

n37.2-207. - Removal of airectors. No gdirector shall pe
removed from office except as herein proviged or by a vote
of the mempers__of . a _mutual _association  representing
two-thirds of . the withdrawable deposits in the assgciation
Qr_the stockhelders gof a capital stock corparation holding
two-thirds of the capital stocks at a general meeting held
after previous notice given iin the manner provided in
32-2-209. Meetings of the pembers gr stockholders for this
purpase may be called by the president or by a majority of
the directors or by stockholders holding not less than 25%
of the capital stocka"

Section 5. Section 32-2-208+ MCAs is amendad to reag:

n32-2-208. Meetings of stockholders and directorse (1)
The meetings of the pmepbers or stockholders of a Montana
building and loan association must be held at its office or
principal place of business in this statea

(2) In its bylawsse such association shall provide for
at least one regular meeting of m@memders _or Sstockholders
annually. Notice of any meetings whether regular or specialy
shall pe given by the secretary in accordonce with 32-2-209.
The board of directors shall have the right to call a
special meeting at any times The board of directors must

also call a special meeting whenever petitioned to do so by:

-7- HB 20
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La)__wembers of _a_ _soatual associatico representing ak
least 25z of the withdrawahle deposits of _the . associationd
Qr ‘

{iz} stockholders owning at least 25% of the issued
stocka.

{3) The secretary shall call special meetings in the
same manner as provided in 32-2-209."

Section 6. Section 32-2-209y MCAy is amended to read:

®»32-2-209. Notice of meetingse. (1) At least 30 days
prior to any annual or special meeting of any such

ass0Ciationy & notice stating the time and place of such e

maeting shall be deposited in the post office at the
principal place of business of such associations directed to
each member op_  stockholder at his addresss as the sawe
appears at the time on the books of the associations and
when so depositeds postage prepalid, shall be deemed a legal
and sufficient noticé of any such meetinge

{2) Ir addition thereto notice may be given by four
consecutive weekly publications in a newspaper published in
the county where the association has its principal place of
business. 3Such publication shall be complete on the day of
the fourth publicatione

(3} In notices of special wmeetings there shall be
attached to and accompanying such notice a statement of any

mattaer or matters to be considered at said meetinge

-8~ HB 20
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{«) All members or__ _stockhglders of sueh the
association shall be entitlted to vote at sweh fthe meetings
in person or by proxy."

section 7. Section 32-2-210+ MCAy is amended to reagd:?

n32-2-210, Proxies. At least once every year the board
of directors of every building and loan association shally
by resolutions cause the secretary of such association to
mail to every pember_gr Stockholder of such association a
blank form of proxys and the gegber__or Stockholder may
withdraw his former proxy and substitute another in its
steads Every proxy shall continue in force and be binding
upon the memper gor stockholder until such proxy is revoked
or another substituted.™

Section 8. Section 32-2-211+ MCA,s is amended to read:

n32-2-211. Transfer of stock Qr gccount —— effect. (1}
The delivery of a capital stock certificate of a building
and logn association to a bona fide purchaser or pledgee for
values together with a written transfer of the same or a
written power of attorney to selly assigny or transfer the
sames signed by the owner of the certificatey shall be a
sufficient delivery to <transfer +the title as ayainst the
creditars of the transferor and subsequent purchasers; but
no  such transfer shall affect the right of the building and
ioan association to pay any dividend due upon the stock or

treat the holder of record as the holder in fact until such
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transfer is recorded upon the books of the building ana loan
association or a new certificate is issued to the persan to
whom it has been transferred.

£2)__A__savjogs__account of any _intgrest therein . is
transferable on the bogks qf _the association only _upon
preper written applicatjon_and_acceptance by the association
of__ihe transferge as q members_subject to terms approved by
the board of directors, The association may treat ithe helder
of record of g sqvings account .as the owner. thereof without
being affected by _any__potice to the congfrary ucless the
ass0ciation bas _acknowledged _ip__writing _the receipgt of
notice of a3 pledge of the savings account."

Section 9. Section 32-2-212s MCA, is amended toc reaa:

#32-2-212. Requirements of transfer in certain cases.
when a certificate of stock or _a_ _savings gggount in a
building and loan association is owned by persons residing
out of the state or is losty the presidents secretarys or
directors of such associations before entering any transfer
of such stock gor account on its books or before issuing a
new certificate therefor to the transferee or ownery may
regquire from the attorney or agent of the owhar or from the
person claiming under the transfer an affidavit or other
evidence that the owner was alive at the date of the
transfer or that the original certificate is Jlost and has

not heen assigned or transferred and may also require from

-10~- H3 20




10
11
12
13
14
is
16
17
18
19
0
Z1

22

24

25

HB 0020702

the atrorneys agenty or claimant a bond of indemnity, with a
surety or sureties satisfactory to the officers of such
assoc iationy to protect such association against any
liability to the owners assignees or transferee of such
shares gr account or the legal representatives of the owners
of such shares gr__accounte in case of his or her death
before the transfery and also %o praotect sach the
association against any ltiability accruing or resulting by
reason of said lost or original certificate being thereafter
presented to ite If sueh the affidavit or other evidence or
bond Be i% not furnlished when required as herein provideds
neither sweh the association Aor any officer thareof shall
be liable for refusing to enter the transfer on the books of
the associations®

Section 10« Section 32-2-221s MCAy is amended to read:

w32-2-221. Foreign associations — requirementse (1)
AN association, as defined in 32-2-103, organized under the
ltaws of any other states of the United Statess or of any
foreign government shally before doing business in this
stater file with the secretary of state and the department a
duly authenticated copy of their charters articles of
incerporationy or articles of agreemant anmd also a
statements verified oy oath of the president amd secretary
of the corporation or managing officiats if other than a

corporation and duly verifieds showings
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ta) the name of the association and the lecation of
its principal office or place of busimess outside this state
and the location of the place of business or princical
cffice in this state;

(b} the names and residences of the officerss
trusteess or directors;

fc} the amount of capital stocks if_anys: _—and _Savings
liahility;

(¢} the amount of capital invested in the state of
Montana.

(2} The association shall also files at the same time
and in the same officessy a certificatey signed by its
presidents vice—presidents or other acting head and by its
secretaryy if there is ones certifying that the association
has consentea to all the license laws and other laws of this
state relative to fo?eign associations and has consented to
be sued in the courts of this state upon all causes of
action arising against it in this state and that service of
process may be made upon a citizen of this states whose name
anag place of residence shall be designated in the
cartificate. Service of process on that agent is valid
service on the associations”™

Section Lke Section 32-2<224¢ MCAy is amerded to reads:

n3p-2-224. Shares af stock and savifgs aCCQUNLS
subject to attachments The stock or shares SAVINGS. . ascounis

-12= H8 20
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of such foreign associations doing business in this state
shall be subject to attachment in the same manner as now
provided by law in the case of domestic associations."

Section 12« Section 32-2-231s MCAy is amended to read:?

n32-2-231. Consclidation and transfer -- branching
prohibiteds (1) Only building and Toan associations
organized and chartered under the laws of the state of
Montana maye with the approval of the departmente
consolidate and become incorporated in one bodys with or
without any dissolution or division of the funds or property
of any of theme. Any association may transfer its
engagementss fundse and property to any other asscciation
upon terms agreed upon by a majority vote of the respective
board of directors and ratified by a two-thirds vote of tne
shares or _members _owping _ai least two-thirds of  the
withdrawable deposits in_the associations present and voting
in person or by proxy at a special meeting or meetings of
the stockholders gor mpepbers of the respective assocfations
convened for that purposes upon notice given as provided by
lawe; the notice to state the object of the meeting. A
transfer may not prejudice any right of any creditor of the
associations

(2) 6ranching by merger or branching otherwise between
a building and loan association organized and chartered

under the taws of Hontana and a building and 1loan

~13- HE 20
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association organized and chartered under the laws of any
other state is prohibiteds Branching de novo in Montana by a
foreign-chartered building and Toan association is
prohibiteds

(3) [Insofar as this section 1limits or reduces the
rights, pPOMETSy or privileges of building and loan
associations previously granted by laws it shall apply only
ta proposed consolidations or mergers of associations which
are initiated by action taken by their board of directors
and sharehcolders subseguent to April l4e 1977.%

Section l3. Section 32-2-301l, MCAs is amended to read:

%32-2-301. Examinations by depsrtment. The department
shall examine all building and 1loan associations doing
business in this state at least once a yeare Alsos whan the
holders of 10% of the subscrivced stock or members holding
10x_of the withdrawable deposits of an association file a
written application with the department requesting it to
make a special examination of an associationy it snall make
the examination immediately. The expense of the examiner
making the examination snail be paid by the association
examinaedy and the examiner's finding shall be available to
the petitioners and the opoard of directors aof the
association notwithstanding any provisions to the contrary
contained in this chapter.®

Section l4e Section 32-2-309, MCAy is amenaed to read:

~14= HB 20
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Tn32-2-359, Insolvency .or . impairsent of -association -
peowers  of departwments (1)  -When itﬁappears‘to-the‘departnent
that-the .affairs .of .9 buitYding -and loan -association -are in
an .unseund condition or that it is conducting its business
in-an.unsafe or unlawful mannery the departsent -may take
possession of al)l -bhooksy recordsy -and -assets . of every
description of the:association and retain possession of them
pending the further proceedings specified in this section.

{2) .if the board of directorss secretaryy nr person in
charge of .the assaciation refuses to permit the depaft-ent
to take possassions the department shall communicate that

fact to the attorney general. The attorney general shall at

.once  institute the proceedings necessary to place the

department in immediate possession of the property of the
associations

{3} Upen taking possession of the effects of the
associationy the department shall prepare a full and true
statement of the affairs and condition of the associations
including an itemized .sStatement of its assets -and
liabilitiess and.shal!)l receive and collect all debtss duesse
and claims belonging to it and .pay the immediate and
reasonable. expenses .of the department®’s trust.

t4) -When the .condition .of -the .association . has been
fully. ascertainea.and it .appears-that - the .affairs .of -the

association are” in fact in an unsound - conditiony the
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department shall ‘at once notifys in.writings the :buvard of

‘directors of the association of its decisions giving them 20

days in .which to restore the affairs of the. assqciation to
sound condition.

{5} -heanwhile, the department .shall remain in charye
of the bookss recordss and .assets of avery description of
the assoaciationy sShall .attend or be represented .at .ail
directors and stockholders qgr__meghers meetings helde and
shall suggest those steps it considers npecessary to restore
the .asspciation to a spound condition.

{&¢) 1If the association is not restored to a sound
condition within 20 daysy the department shall report the
facts to the .attorney .geaeral, The attorney general shall

institute proceedings in the district court of the county in

which the association has its principal .place of pusiness

for the appointment of the department as receivers

{T) 4s receivery the departmant may collect all moneys

due the association and: wmay-do those other acts.which are

necessary to conserve its assets and busimesss and it shall
liquidate the .association's . affairs. The .department mayy

except as otherwise limited by the terms of this chapters do

.any acis necessary .ory in its discretions desirable for the

protection -of -the propecty and:assets of the asseciation .and
the speedy -and .econgmigal liquidatien  of its .assets.and

affairs and the payment of its 'creditors or -for the

~16- HB. 20
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resumption of business of the association where that is
practicaple or desirable, The department may institute in
its own name or in the name of the association those legal
proceeaings it considers expedient for those purposes.

{8) by applying to the district court of the county in
which the association is locateds or to the judge thereof in
chambersy the department mays upon sufficient showing of
causey oabtain an order to sell, compromisey Or compound any
bad or doubtful debt or claim and to sell any of the assetss
The sale may be made to stockholderss mpemherss officerse
directorss or others interested in the associationy on
consent of the courte On the proceedings the association
shall be made a party by notice issued on order of the court
of judges in place of summons but served in like manner.
The hearing of the application or petition by the department
may be had at any times either in term or vacation in court
or in chamberss as the court may ordere after the
association has had 5 days" notice of the applications”

Section 15. Section 32-2-4014 MCAs is amended to reads:

#32-2-401. Powers and duties of building and 1loan
associationse A building and Yoan assocciation mays

(1) have continual successSion by its corporate name;

(2} sue and be sued in any court;

(3) make and use a common seal and alter it at

pleasure;
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(4} appoint those officers or agents the business of
the corporation requires and pay them suitable compensationi

(5) enter into obligations or contracts essential to
the transaction of its ordinary affairs or for the purposes
of the corporation;

{6) issue stock to stockholders __and ___savings
cectificates to wmembers on thae terms and conditions the
econstitution articles of jocorporation and bylaws providey
but-an-association-may-net-issue—preferred-stock;

{7) assess and collect from members dues-on-stock-and
interest on loans at the times and in the amount provided
for in the tonatvetution artjcles of incorporation and
bylaws;

{8) permit mempers to withdraw all or part of their
stock-eredres 5ayings at the times and upon the terms as the
eonst+tutieon  articles _of _incorporation and bylaws may
provide;

{9) cancel shares-of-stock savings certificates upon
which all credits have been withdrawn or upon which loans
have been canceled or steek savings upon which no payments
have been made for a period of 6 monthse by returning to the
stockho¥ders gempburs all creditse if anyy and reissue the
shares certificates as new stock savipgs cortificates:

{10) issue steek savings_ _gertificates te minors and

permit +¢ them to be withdrawn as other stock zavings
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sertificatese The: receipt by the minor is a valid
acquittance if his. rights hawe bean fully secured to hime

(Ll) acquiras holdy encumbers and Cconvey that real
estate and personal property necessary for the transaction
of its business or necessary te enforce or protect ics
securities;.

(12) borTow moneys only when necessary and net
exceeding 20% of its asSets. except when borrowing from the
federal home lean bank as provided in 32-2—405, and iSsue
its promissary note for the loan;

{13) make loans to mewmbers on the security of the
sheres sayings acoounts of the association and also on their
notes secured by first mortgages on improved real estates
including Ssuburban howes but oot on farm lands or mining
prapartyy for not to excaed 75% of the actual value of the
real estate and upon the terms and conditions which may be
providad in the constéitueien articles of _ipcorporation and
bylaws;

{(1%) cancel those Taans and relesse the securities on
those terms the board of directors may provide;

(15) inwest the money of the associatien in  accordance
with 32-2-4063

(&) Tean moTrey o other b Tudiony and Toan
associatiaens;

{:7) make a-sewianemt distribetien of all ﬂ!e—anrﬂ-r@

—4%5— HMB 20

10
11
12
13
L4
15
16
17
18
19
20

21

23

]

HB 0020702

interest and diwidends cacoegd after payment of expenses and
setting aside a sum for the contingent funds as provided in
this thapter;

{18} amamd its articles of incorporation by cChanging
the namey place of businesss the number of directorss and
increase or decrease the capita) stocke and prowide for its
own continual succession by a wajority wvote of its
directorss. Howevar, those amendments are of no effect unti)
approved by the department.

(19) dissolve the corporation in agcordance with the
provisions of this chapters;

{20} prowidaes by eemseiewkien articles of incorporstion
and bylaws adopted or amended by its board of directorse for
the proper exertise of the powers granted in this saection
and the conduct and manageaent of its affairs;

{(21) exercise tt:hose other powers which are necessary
and proper to enahlé the corporation to carry out the
purpose of its organization.®

Sertiaon 16s Section 32-2«4D4s MCAy i's amended to resn:s

w3 p-2—40%e Shoek Saxings. account withdrawale. (1} No
charge or fees ewcapt as provided in this sections may be
wode against a member who withdraws. his sbteck sdavinges after
nawing given 30 days*t sotice of the withdrawal. Ne fine of
any description may be made upon the per value of that stoei
or-upon-the -decknred—dividends sayings _accounit becouse of
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the withdrawale A member who withdraws his steek savjings or
whose seeek savings.__account is matured s entitled to
receive all dues sums paid in and al) dividends interest
declaredy less interesty if anys as provided in 32-2-402,
less a reasonable membership fee not exceeding 2% of the par
value amount of each-share-of-stock his deposzits and less a
pro rata share of all lossesy if anys which have occurredas
Na other fine or assessments may be made against the steck
aavingse

{2) Applications for withdrawal shall be registered on
the books of the association in the order receivedy and
one-half of all cash collections not required to meet
outstanding contracts must be used for the payment of the
matured seteek Savings and of the withdrawals in the order
regi stereds The other half of those collections each month
may be used for the payment of withdrawsls other than in the
order registereds but no member may receive more than $100
in any one month other than by payment of an application for
withdrawal in the order registereds The term "outstanding
contracts® includes the costs and expenses of operations
completion of lcanss payment of taxes and assessments and
necessary remodeling and repairs on properties owned by or
mortgaged to the associationy repayment of all borrowed
moneys and all fixed charges.™

Section 17« Section 32-2~410y MCAy is amended to read?
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®32-2-410. Fund for contingent losseses The amount to
be set aside te the fund for contingent losses shall be
determined by the board of directorsy but in all permanent
or serial associations at least 5% of the net earnings shall
be set aside each year for such fund until it reaches at
Jeast 5% of the book value of the stoek savipngs deposjitse
All losses shall be paid out of such fund until the same is
exhausteds and whenever the amount in said fund falls below
5% af the bsek--valtue--of--—the--seceek s5avings__deposits as
aferesatdy it shall he replenished by annual appropriations
of at least 5% of the earningss as hereinbefore provideds
until it again reaches said amount.,™

Section 18. Section 32-2-416s MCAs i5 amended to read:

®32-2-416« Joint ownerships. Any building and Tloan
associstion may issue sayjings cerptificates apnd shares to or
in the name of two orF more personses whether husband and wife
or otherwise; withdrawal by any one of such persons and the
receipt or acquittance of any ane of sucn persons shall be
valiag and sufficient release and .discharge to the
association for such withdrawalss reyardless of the death or
disability of any other such joint shareholder ar
certificate helder."

Section 19« Section 32-2-417y MCAr is amended to read:?

n32-2-417, Trust -- payment. Whenever any shares of

stock shall be purchased or_savings__deposits _made in any
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building and loan -association by any person in trust fur
ansthRer snd no other or further notice of the -existence and
terms of a legal ano wvalid trust shall have been given in
mriting to the assoaciationy in the -event of the death of the
trusteey the sames or any part ‘therecf, togetier with the
interest or divi dends thereons may be paid to the parson far
whom said shares were gurchased gr $3vings deposits Mado."
Section 20. Section 32-2-4l8s MGAy is amended to Tead:
"32-2-4k8, Sheres Savings held by minor. Whenever any
shares——af-—steck Savings_accounts in any building and Yoan
assaociation shall be purchased by or in the name of any
|inars the same shall be held for the exclusive right and
penefit of such minor and free from the control or lien of
all persons whatsoevers exXcept craditorss and shall be paids
with any interest due thereons to the person in whose Rame
the shsres—eof-—-sbheoek  SaYIRES accounts shall have been
purchaseds and the receipt of such wminor $hal?! be sufficient
release or discharge far Such -Sheres-—of--seoek savings
accouits to the associationes®
Section 21l. Section 3I2-2-431, MCA» is amsnded to read:
¥32=-2-431e Voluntary 1iguwidation and settlement. (1)
With the consent of the departwenty an association organized
under the laws of and doing business in this states mays i'f

the gosbers gf stockholders consider it adwissbles go into

liguwidation. For the purpose of So doing 't mayy It any
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regular or ca¥led meeting of the @members _or stocknholderss

adopt a resolution declaring that the association intends to

go into ‘liquidation and discontinue business as @ building
and loan associations A capy of ‘the resclutiony aulby
certified by the presidant and secretary of the 2ssociations
under the seal -thereofy shall e transmi‘tted To the
departaent within 10 days after its passage. The department
shall then issue its certificate reciting that the
resolution has been filed in its office and that the
association is In liquidatione

(2) After the filing of the notices it is unlawful for
the association to issue -stock or to Yoan or advance its
money to membersa shareholdarss or to any dther person.

(3) A1) of the income and receipts of the association
in excess of the actual expense of managing it shall be
applied to pay off first the indebtedness and then the wheek
savings accounts in the association upon which no loans have
been mades the same to be paid pro rataa.than to pay off the
capital stock in. ihe assacisLions QrQ L3td.

(4) The board of directors of the association in
liquidation way -adopt thoSe rulées and make those orders
whic¢h &re just and eguitable for the sale and disposition of
all property held by the association and for the division of
the #ssets of the associationes

{5) The association in liquidation may be eXamined by
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and shall be under the supervision of the department.®

Section 22« Section 32-2-432, MCAy is amended to read:

"32-2-432. Reorganization of associations under
liquidatione Any associatien under voluntary liquidation as
provided in 32-2-431 or which may be under the possession aof
the department as specified in 32-2-309 may resume business
as an active building and loan association in the fallowing
manner:

{1) The directors of such building and loan
associations by and with the approval of the department,
mays upon such terms as may be agreed upon and ratifiea by
the members or stogkhelders of such associations reorganize
such association and resume business as an active building
and loan asSociatione.

{2) Ratification by members or__stockboliders thereof
shall be expressed at a regular or special meeting of
members duly called for that purposes at which meeting a
majority of the outstanding stock im__3a__capital _Stock
asgsociation or withdrawakle deposits in.a mutual associakion
votingy elither in person or by proxys shall be sufficient to
adopt such proposal.

(3) Notice of such meeting shall clearly indicate the
purpose aof the meeting."

Section 23. Section 32~2-%4ly MCAy is amended to read:

n32-2-44l. Conversion into federal savings and loan
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associationse Any building and 1oan association or othey
home financing organizationsy by whatever name or style it
may be designateds eligible to become a federal savings and
loan association may convert itself into a federa?! savings
and loan association by following the procedure hereinafter
outlined:

{1) At any regular meeting of the sharehcolders g
members of any such association or at any special meeting of
the shareholders or_membersi of such associations in either
case called to consider such action and held in accordance
with the laws governing such associations such shareholders
or._membersy oy an affirmative vote of the majority of the
shareholders gor_ pembgfses in person or by proxys may declare
by resolution the determination to convert the asscciation
into a federal savings and loan association.

{2) A copy of the minutes of the meeting of the
shareholders or__members verified by the affidavit of the
president or vice-president and the secretary of the meeting
shall be filed with the department within 10 days after the
meetinge The wverified copy of the minutes of such meeting
when so filed shall be presumptive evidence of the thelding
and of the action of such meetinge

(3) MWithin a reasonable time and without any
unnecessary delay after the adjournment of such meeting of

shareholders or__membgrse such association shall take any
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action mecessary ta make it & federal sawipsgs and loan
asspLiations and within 10 days after receipt of the federal
charter there shall be Filed with tihe department a copy of
the charter issved to such associatien by the federal hose
Toan bank hoard of a certificate showing the organization of
sucth assaciatism as 3 federal sawvings amd Toam association
certified by or on behalf of the federal home loan bank
boarde Upon the filing of suach instrument Such asseciation
shal) cease to be a state asscciation and shall therecafter
be a federal savings and loan asseciation.®

Saction 24. Sectiom 3Z-2-501y MCAy i5 amended to read:

"32-2-501, Associations empowered to make loans on
securities asthorized by National Housing Act. Subject to
such regulations as may be prescribed by the federal housing
administrators pursuant to an act of congress cited as the
“Nat ional Housing Act™y approved by the president on June
2Ty 1934y and all amendments thereto as well as any
amendments hereafter duly passed and approveds bullding and
loan associations qualified to do business in this state are
hereby empowerea ta mnake such Toansy secured by mertgages
upory real estates and other advances of cradit to membars or
othearsy chargess investmentsy purchasesy salessy contracts
for insurance of mortgages oand advances of credit and
sheekholdursi pamlars® accountis and other contraCts as are

nows or may hereafter bey authovired or provided: for by said
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Natiomal Housing Act and any amendments thereof duly passed
and approvede”

Section 25. Sectioff 32-2-502y MCAy iS5 amended to read:

"32-2-502. Tramsactions exewspt from operation of state
Tawss A1l loanss chardges, investments, advattces of credicy
purchasesy salesy contracts for insuramce of mortgdges aivd
seoekiolderss puubara’ accountss and other contracts mage
pursuant to the powers granted in 32-2-3501 through 32-2-503
shall be exempt from the operation arnd application of the
general statutes of this state in conflict with said
National Housing Act and the regulationsd issued thereundér.™

Section 28« Section 32-2~-503+ MCAs¢ is amended to read:

*32.2-503, Application of sectionss The provisions of
32-2-501 through 32-2-%93 shall apply only to loanyy
advances of credity chargesy investaents, purchasess salésy
contracts for insurance of mortgagks and advahtes of cradit
and accounts of steekhokdery gemiess and otliet centiraces
made in connettion with and incidehtal to loand setured by
mortgages and to advances of credite insured o to bpe
insuredy and accowntss insured or to Be insureds undér thé
provisions of said Natioral Housing Act and aWendMénts
thereof duly passed and approved.™

NEM. SECIIONS- Section 27, Ofganization of wutadt
assoclationss The incorperators of a mutusl association

shall appoint one of their number as chairman of the
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incorporatorsy and he shall procure from a surety company or
other surety acceptahle to the department a surety bond in
an amount no less than the sum of the amount subscribed by
the incorporators and the amount of the expense Ffund
described in [section 28)e The bhond shall name the
department as obligee and shail be delivered to it. The bond
shall assure tne safekeeping of the funds described and
their delivery to the association after the issuance of a
certificate of incorporation and after bonding of the
officers of the corporation. In the event of failure to
complete organization, the bond shall assure the return of
the amcounts ¢ollected to the respective supscribers or their
assignss less reasonable expenses which shall be deducted
from the expense funde The incorporatorsy before a
certificate of incorporation is issuedy shall pay to the
chairman in cashy labory or services actually performed an
aggregate amount of at least $500»,000¢ including that part
of the original subscription paid by the chairmans as
subscriptions to the savings accounts of the proposed
associatione

NEW_SECTIQONe Section 28. Expense fund for mutual
association. {(l) iIn addition to their subscriptions to
savings accountss the incorporaters shall create an expense
fund of not DJless than one-half of the minimum amount of

savings account subscriptions required to be paid in under
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this chapter. The expense fund shall be used to pay the
expenses of organizing the associations and its operating
expenses ®@ay be paid from the fund until such time as its
net income is sufficient to pay such earnings as$ may be
declared and paid or credited to its savings account holders
from sources available for payment of earningsa 8efore a
certificate of incorporation is issueds the incorporaters
shall deposit to the c¢redit of the chairman of the
incorporators the amount of the expense funds in cash. The
amounts contributed to the expense fund by the incorporators
shatl not <constitute a liability of the association except
as otherwise provided.

(2) Contributions made by the incorperataors and others
to the expense fund may be repaid pro rata from the net
income of the association after provision for statutory
reserves and declaration of earnings of not less than 2% on
savings accounts. If the association is Yiquidated before
contributions to the expense fund have been repaidy any
contributions to the expense fund remaining unexpended shail
be repaid to the contributors pro ratay after the payment of
the expenses of ligquidations creditorss and withdrawal value
of all savings accountss The books of the association shail
reflect the expense funde. The contributors to the expense
fund shall be paid earnings on the amounts paid in by them

at the times earnings are reguliarily distributed to savings
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account holders;. and ¥for this purposes the contributions
shall inm al1 respects be considered as savings accounts of
the J560CHILI00.

MEM_SELTIONMs 3Section 29. OrganiZational

Within 36 days after the corporate -existence of an

meetings

asseciation baginsy the directors of the association shall
hold an orgsnizationa! weeting and shall elect officers
pursuant to the prowisions of this chaptar and the bylaws.
At the organizaticpal meeting the directors shall take such
other actien as is appropriate in connection with beginning
the <transaction of ousiness by the amLoCiat ion. The
department wmay extends by ordery the time within which the
organizational meeting must be held.
NEM_SELTIIONe Section 30, Organizetion of

stock #ssociationss The incorporators of a capital stock

capital

association shall appoint one of their number as chairman of
the incorporaterss and the chairman shall procure from a
surety company or other surety acceptable to the department
a surety bond in an amount at least egqual to the sum of the
amount of capital stock contributions and the additienal
amounts described in [section 31]s The bond shall aame the
department as obligee and shall be delivered to it. The
bond shall assure the safekeeping of the funds described and
their delivery to the -association after the issuance of the

certificate of incorporation and <the bonding of the
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failure ro complete

officerse In the ewvent of the
organizations the bend shall assure the Teiurn of the
amownts collected Lo the respective subscribers or their
assignss less reasonable expenses which shall be deducted
from the paid-in surplus. Before a certificate of
incorporetion is issued» the subscribers shall psy ta the
chairmans in cashy labory or services actuslly performeds
the capital of such association. The capital shall be the
sum of the par or initially stated value of all shares of
voting capital stock. Each share of capita) stock shall
entitle the holder of the share to ona wvote. The wminiwmum
regquired capital is $5005000.

MEN SECTION. Sectiom 31. Capitel steck associatisn ~-
surplus fund —- verlfication statement. (1) In additisn 1o
the miniaum capital requirads the subscribers shell pay an
amount -egual to n;t Tess than 25% of the par or imitially
stated value of the stock subscribedy which shail be
credited to paid-in surplus and may b used to offset
tosses. The minimum capital and surplus may be used for the
reserves reguired by law and as say be permitted oy the
poard of directors.

{2) #rior to the issuance of a certificate by the
departmenty the incorporators of a proposed asssciation

shall file with the department a statement in the Fform and

containing supporting data amnd proof as the department may
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requires The statement shall verify that fhe entire capital
and paid-in surplus has been uncenditionally paid in and
that the funds representing the capital and paid-in surpluse
less amounts of the paid-in surplus expended for lands
buildings suppliesy fixtures, equipments and organizations
are on hands.

NEH _SECTIONs Section 32. Issuance of capital stocke
{1) As of the date the corporate existence of a capital
stock association begins, the association shall Issue such
capital stock as necessary to satisfy the minimum capital
requirements of [section 30] and such additional capital
stock as may be approved for issuance by the board of
directers up to the amount authorized in the certificate of
incorporation. Once the amount of stock authorized in the
certificate of incorporation has been issuedy no other
shares may be issued except 3as otherwise authorized in this
chaptere The capital stock of an associations when issueds
shall constitute permanent capital and may not be retired or
withdrawne except as otherwise providedy until all
Tiabilities of the associations including the withdrawal
value of all savings accountss have been satisfied in full
and wuntil outstanding capital certificates have been
retireda.

{2} an association may issue shares of common stock

and preferred stocky with or without par valuey and such

-33- H3 20

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

HB 0020/02

common and preferred stock may be divided into classes and
the classes into series.

NEW_SEGTIION,. Section 33, Restrictions on capital
stocks (1) The <consideration for the issuance of capital
stock shall be paid in cash except for stock issued pursuant
to:

{a) the incorporation of the association;

{(b) an employee stock option plans;

{c) a plan of mergery consolidations or conversion
from a mutual to a stock association; or

(¢} any other type of reorganization that has been
approved by the department.

(2) The par value or stated value of stock issued
pursuant to subsections ({l}{a) through (1)(d) shall pe
maintained as the permanent capital of the associatiaony and
any additional amount paid in shall be credited to paid-in
surplusa

(3) The aggregate par value or stated value of all
outstanding shares of capital stock shall be the permanent
capital of the associations and except as otherwise provided
by this chapters such capital stock inay not be retired until
final liquidation of the association. AN association may not
reduce the par or stated value of Jits outstanding capital
stock without first obtaining the written approval of the

departments The department shall withheld its approval if
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the reduction will cause the par or $Stated value of
outstanding capital stock to be less than the minimum
required by this chapter or will result in less than
adaquaﬁe nat worthy as the department in its discretion may
determines An association may not retire any part of its
capital stock without the approval of the department.

NEW SECTIQNs Sectian 34. Purchase of stock of
deceased stockholder. Apn association wmay purchase its
capital stock from the personal representative of a deceased
stockholder upon the written approval of the departments
Upon obtaining written approvals an association may contract
with a 1living stockholder for a purchase of his stock upon
his deathe Any such purchase shall be for a price and upon
such terms and conditions as way be agreed upon by the
association and the stockholder or personal representativee
The purchase of a deceased stockholder*s stock may not
reduce the net worth accounts of the association to an
amount less than required by law or by any approved insurer
of the association®s savings accountse AN association
agreeing with a stockholder to purchase his capital stock
upon his death may purchase insurance on the 1life of the
stockholder to fund or partially fund such purchasee. Any
stock purchased under this section may be rescld by the
assocliation at a price and upon such terms and conditions as

the board of directors may approves or may be retirede If
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the stock is to be resoldsy the association shall file notice
with the department disclosing the pricey termsy and
conditions of the proposed resale.

NEW_SECTION. Section 35. Mutual and capital stock
conversionse {1) Any mutual association may convert to a3
capital stock association and any capitalt stock assogciation
may convert to a mutual association in accordance with the
provisions of [Sections 35 through &l1].

{2) Any applicant seeking to convert its corporate
form pursuant to [sections 35 through 41} shall first obtain
approval! of a plan of conversion by a resolution adopted by
a two-thirds majority vote of the total number of directors
authorized for the associatione

NEM SECIION. Section 36. Department approval. {1)
Upon approval of a plan of conversion by the board of
directorses the plan and the reselution approving it shall be
submitted to the department. The department shall approve
the plan of conversion after appropriate examinationy if it
finds that:

fa) the plan of conversion is fair and equitable;

{b} the interests of the applicant, meahers or
stockholdersy savings account holderss and public are
adequately protected; and

{c) the converting applicant has complied with the

provisions of [sections 35 throuygh 4&l3.
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(2) If the department approves the plan of conversions
the approvalse which shall be in writings shall be sent to
the home office of the applicant. To cause the applicant to
cenfora with the requirements of this chapters the approval
may prescribe terms and conditionss to be fulfilled either
before or after the conversion.

(3) If the department disapproves the plan of
conversiony its objections shall be sent in writing to the
home office of +the applicants The applicant shall be
afforded an opportupity to amend and resubmit the plan
within a reasonable time as prescribed by the department. If
the department disapproves the resubmitted plans written
notice of the final disapproval shall be sent by certified
mail to the applicant®s home office.

NEW_SECTIONS Section 37« Submission to meambers or
stockholderse (1) If the department has approved a plan of
conversion pursuant to [section 36]y the plan shall be
submitted for adoption to the members or stockholders of the
association for a vote at a meeting called for that purpose.
The plan must be approved by:

(a) members of a mutual association representing
two-thirds of the withdrawable depositss present in person
or by proxy at the meeting; or

(b) stockholders of a capital stock association

holding two-thirds of the capital stocks represented in
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person or by proxy at the meetings

(2y If the plan is approvedy action shall be taken to
amend the articles of incorporation and bylaws as necessSarys
elect directors and officersy and take any other action as
is required or appropriate for the type of association into
which the applicant will he converteds A certified report of
the praoceedings shall be filed promptly with the department.

NEW SECTIONe Section 38. Conversion of mutual to
capital stock associatione The following requirements are
mandatory in any plan of conversion from the mutual form to
a capital stock form of organization:

(l} Each savings account holder shall receive a
withdrawable account of the same general class in the
converted association egual in amount and time tenure to his
withdrawable account in the converting associations No
payment may be required from the account holder for this
change of accountse.

{2) The plan shall specify the aggregate dollar amount
of voting capital stock and the total number of shares to be
issued to accomplish the conversion, The distribution of
the stock shall be in accordance with subsection (3).

{3) A1l voting capital stock issued by the association
to accomplish a conversion shall be subscribed andg fully
paid for in cashy labory or services actually performed in

the conversion process and may not be eligibles either
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directly or indirectlyy as security for a loan or other
credit advance to facilitate its own purchases Each account
holder must have the right for a period of 60 days to
purchase a proportionate share of the stock at a price equal
to the initial stated valua thereof. Any stock remaining
unsubscribed shally during the succeeding 60-day periods be
offered for sale to those savings account holders of record
wha have purchased their proportionate share during the
initial periods ANy stock remaining unsubscribed may be
offered for sale to others or transferred to others in
consideration for labor or services actually performed in
the conversion process.

(4} The vrecord date for determining savings account
holders* rights to distribution under subsection ({3} shall
be set by the converting association's board of directors
but may not pe less than 120 days prior to the date of
approval of the conversion plan by the directors.

{5} The conversion plan shall make specific provision
Wwith respect to the surpluss reservesy undivided profitss
and capital stock of the converted associationy specifying
types of accountss amountss prioritiess any voting rightsy
and how such accounts are to be disposed of or retainede

{¢} The plan shall contain such other information and
bpe in the form required by the department to enable it to

make a determination of whether:
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{a) the plan is fair and equitable;

(b} the interests of the applicanty members or
stockholdersy savings account holderss and the public are
adequately protected; and

fc) the converting applicant has complied with the
requirements of [sections 35 through 41]3.

NEH_SELTIONs Section 39. Conversion of capital stock
to mutual associations The following requirements are
mandatory in any plan of conversion from the capital stock
form to a mutual form of association:

{1} Each savings account holder shall receive a
withdrawable account of the same general class in the
converted association equal in amount ana time tenure to his
withdrawable account in the converting associations Neo
payment may be required from the account halder for this
change of accountse )

{2) The conversion plan shall specify how and in what
amount the return of capital to each class of stockholaer in
the form of an exchange of stock for savings accounts shall
be effectuated.

(3} The plan shall provide for the allocation of
voting rights to the holders of savings accounts and the
manner in which such rights may be exercised.

{(4) The plan shall make specific provision nith

respect to the surplusy reservesy undivided profitsy and
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capital stock of the converted associations specifying types
of accountss amounts, priorities, any voting rightss and how
such accounts shall be disposed of or retained.

{5) The plan shall contain such other information and
be in the form required by the department to enable it to
make a determination of whether:

(a} the plan is fair and equitable;

{b) the interests of the applicanty members or
stockholderss savings account holderss and the public are
adequately protected; and

{c} the converting applicant has complied with the
requirements of [sections 35 through 41}

NEW_SECIION. Section 40, [Issuance of certificate -——
continuance of entity. (1) If the department determines that
a conversion proceeding has been completed in accordance
with the requirements of [sections 35 through 417+ it shall
issue to the applicant a certificate of conversions The
conversion does not become effective until! the issuance of
the certificate.

{2) Upon the issuance to the applicant of a
certificate of conversions the corporate existence of the
converting applicant does not terminate but shall be treated
as a continuation of the entity S0 convarteds All property
of the converted applicants of whatever Kkinds and any

benefit pertaining to it vest in the converted applicant
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without any furtner actions to the same extent as possessed
by the converting applicante

MEW _SECTIONa Section 4l. Continuance of rights and
ohligations. A converted applicants upon issuance of the
certificate of conversions continues to have and succeeds to
all the rightss obligationss and relations of the converting
applicant. all pending actions and other judicial
proceedings to which the converting applicant was a party
may not be abated or discontinued by reason of the
conversion and may be prosecuted to final judgments orders
or decree in the same manner as if the conversion had not
been mades and the convertea appiicant may continue the
actions in its new corporate names Any judgments orders or
decree that might have been rendered for or against the
converted applicant prior to the conversion may be rendered
for or against it after the conversione

NEW SECTION, Section 42. Codification instructione
Sections 27 through 41 are intended to be codified as an
integral part of Title 32y chapter 24 and the provisions of
Title 32, chapter 2y apply to sections 27 through 41.

NewW SECTIONe Section 43. Effective date. This act is
effective on passage and approvale

~End-
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